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Minutes for  August 29, 1966

To: Members of the Board

From: Office of the Secretary

Attached is a copy of the minutes of the
Board of Governors of the Federal Reserve System on
the above date.

It is not proposed to include a statement
With respect to any of the entries in this set of
minutes in the record of policy actions required to
be maintained pursuant to section 10 of the Federal
Reserve Act.

Should you have any question with regard to
the minutes, it will be appreciated if you will advise
the Secretary's Office. Otherwise, please initial
below. If you were present at the meeting, your
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You were not present, your initials will indicate
only that you have seen the minutes.
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Minutes of the Board of Governors of the Federal Reserve

System on Monday, August 29, 1966. The Board met in the Board Room

at 10:00 a.m.

PRESENT: Mr. Shepardson, Acting Chairman

Mr. Mitchell

Mr. Maisel

Mr. Brimmer

Mr. Sherman, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Broida, Assistant Secretary

Mr. Bakke, Assistant Secretary

Mr. Young, Senior Adviser to the Board and

Director, Division of International Finance

Mr. Holland, Adviser to the Board

Mr. Solomon, Adviser to the Board

Mr. Molony, Assistant to the Board

Mr. Fauver, Assistant to the Board

Mr. Hackley, General Counsel

Mr. Brill, Director, Division of Research and

Statistics

Mr. Johnson, Director, Division of Personnel

Administration

Mr. Shay, Assistant General Counsel

Mr. Axilrod, Associate Adviser, Division of

Research and Statistics

Mr. Leavitt, Assistant Director, Division of

Examinations

Mr. Via, Senior Attorney, Legal Division

Mr. Keir, Chief, Capital Markets Section, Division

of Research and Statistics

Mr. Egertson, Supervisory Review Examiner, Division

of Examinations

Approved letters. The following letters, copies of which are

ttached under the respective item numbers indicated, were approved 

unanimously following consideration of background material that had been

available to the members of the Board:

Letter to First Bank of Charlestown, Charlestown,tudi
-4a, approving an investment in bank premises.

Item No.

1
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Letter to the Federal Reserve Bank of Richmond
sPProving (1) stated rates of compensation for
Aubrey N. Snellings and Harmon H. Haymes as
Assistant Vice Presidents, effective September 1,
1966, and (2) salary increases for Vice President
Parthemos and Assistant Vice President Monhollon.

Letter to St. Joseph Valley Bank, Elkhart,
Indiana, regarding the scheduling of oral
Presentation in connection with the proposed
merger of that bank with First Old State Bank,
also of Elkhart.

Item No.

2

In connection with Item No. 2, Governor Brimuier expressed con-

cern about the length of time it had taken the Reserve Bank to accord

Messrs. Snellings and Haynes officer status, in light of the intense

competition offered from outside sources for competent professional

Personnel in the economic field. If he read the Bank's letter correctly,

the action was being taken at this time largely in an effort to forestall

fulther attrition following the resignation of two senior members of the

staff to accept academic positions, rather than as a self-initiated

response to the realities of the marketplace. He commented that the

Reserve Banks should be forward-looking in the matter of professional

staff
salaries, taking a positive approach, rather than a defensive one,

compensating such personnel.

Governor Mitchell observed that one of the problems the Reserve

faced in this area was the compaction of salaries for economists

with.ln the System. In his view, the salary ceilings for top staff at



8/29/66 -3-

the Board were unrealistically low and remedial steps should be taken.

If that situation were corrected, he felt that the Reserve Banks would

be in a better position to follow a course such as advocated by Governor

Brimmer.

In connection with Item No. 3, the staff was authorized to nego-

tiate a mutually satisfactory alternative date for the oral presentation

if September 20 was not satisfactory to the banks concerned. Mr. Leavitt

reported that representatives of the Federal Reserve Bank of Chicago

would be in Washington on September 9 to discuss the case with the mem-

bers of the Board.

Reports on competitive factors. Reports to the Comptroller of

of the Currency on the competitive factors involved in (1) the proposed

Merger of The First National Bank of Export, Export, Pennsylvania, into

The First National Bank in Greensburg, Greensburg, Pennsylvania, and (2)

he Proposed merger of Citizens Bank and Trust Company of Clarksville,

Clarksville, Virginia, into The Fidelity National Bank, Lynchburg,

Virf.
6
4 .

- J-nia, were approved unanimously for transmittal.

Posed

The conclusion in each report was that consummation of the pro-

transaction would not have an adverse effect upon competition.

Application of Wachovia Bank and Trust Company (Items 4-5).

Ihel'e had been distributed drafts of an order and a statement reflecting

the 
Board's approval on August 19, 1966, of an application by Wachovia

134t1k and Trust Company, Winston-Salem, North Carolina, for permission to

merge 
Bank of Ahoskie, Ahoskie, North Carolina.
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Issuance of the order and statement was authorized. Copies are

attached as Items 4 and 5, respectively.

Public Bank case. Mr. Leavitt reported that staff of the Federal

DePosit Insurance Corporation had called several times on Friday, August 26,

regarding arrangements being made for Public Bank of Detroit, Detroit,

Nichigan, an insured nonmember bank, to borrow $500,000 from the Detroit

Branch of the Federal Reserve Bank of Chicago, pursuant to the provisions

of section 13, paragraph 13, of the Federal Reserve Act. Public Bank

had found itself unable to honor cash letters presented to it. Later

that same day an additional $500,000 advance was requested and made fol-

1°wing a withdrawal of funds by a union. These advances had been made by

the Reserve Bank on the security of direct obligations of the U.S. Govern-

ment. However, Public Bank was understood to be on the verge of insolvency,

and further requests for advances by the Reserve Bank could be anticipated.

The Federal Deposit Insurance Corporation was working toward a merger of

Bank into Bank of the Commonwealth, also of Detroit, and the Cor-

P°ration's staff had indicated the likelihood of a request for emergency

aPProval of such transaction by the Board. It was understood that the

Corporation would be willing to certify to the Board, in support of such

a request, that this was a distress situation.

Mr. Leavitt also commented on the extent to which Public Bank

still had unpledged Government securities in its portfolio that could

be u
sed as collateral for further advances by the Reserve Bank. He then
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discussed the capital position of Bank of the Commonwealth and indicated

that the Reserve Bank would try to obtain some statement or commitment

from the member bank regarding augmentation of its capital funds if the

merger occurred.

Governor Maisel expressed concern about the indication that Public

Bank might seek further advances from the Reserve Bank, particularly if

they permitted withdrawal of funds by depositors who had some knowledge

°f the bank's condition. He felt the System would be in a vulnerable

P°sition if it were to assume the status of a preferred creditor under

such circumstances, and inquired about possible alternatives.

Governor Mitchell said he had had conversations with Chairman

Randall of the Federal Deposit Insurance Corporation and Reserve Bank

Pirst Vice President Helmer about the matter. Apparently the Corporation

had known about the problem of Public Bank for several months but felt

until recently that the situation was reasonably under control. The

Reserve Bank apparently had not been informed of the seriousness of the

situation until last week, when a representative of the Corporation

iliquired about the possibility of Public Bank's obtaining an advance.

The first response was that this could not be done, apparently because

the Reserve Bank obtained the impression that Public Bank was insolvent.

That 
position was later corrected, and an advance was made.

Governor Mitchell understood that two Detroit banks were inter-

ested in merging with Public Bank. Bank of the Commonwealth, the more
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aggressive of the two interested banks, may have made a better offer.

However, Commonwealth had been a steady borrower at the Reserve Bank

discount window for some time; the situation had been discussed with

the bank by the Reserve Bank several times. For the moment, in Governor

Mitchell's opinion, there appeared to be little choice except for the

Reserve Bank to assist in keeping Public Bank open pending the comple-

tion of merger negotiations.

Governor Brimmer inquired whether the Federal Reserve might not

take a more active role in trying to expedite the merger, and Governor

Mitchell said he understood that the merger negotiations were being

Pushed. Governor Brimmer suggested that if applications were made for

ad
ditional advances, that might give the Reserve Bank an opportunity to

urge 
that the merger arrangements be hastened. He voiced concern along

the same lines as stated by Governor Maisel.

Mr. Hackley said that as far as he knew this was the first

iristance of an advance by a Federal Reserve Bank to a nonmember institu-

ti" on Government securities since World War II. Under Regulation A,

such advances were to be made only in exigent and unusual circumstances.

The 
situation also raised an important policy question; namely, how far

the 
Reserve Banks should go in making advances to banks bordering on

ins
olvency.

Governor Brimmer observed that since the bank was a nonmember

institution the Reserve Bank could have no direct way of knowing whether
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the bank was actually solvent at any given time. In his opinion the

Chicago Reserve Bank should urge strongly that the merger negotiations

be expedited. It could point out that the advances made were buying

time for the bank and that this time should be used to maximum advantage

in, moving toward consummation of a merger.

Governor Shepardson commented that it should be made clear to

the Corporation that the System did not want to get into any protracted

involvement. He understood from Chairman Randall that the merger nego-

tiations were in process over the past weekend. Chairman Randall had

called to obtain assurance that a merger application could be processed

Promptly.

Question was raised whether, if the Federal Deposit Insurance

Corporation were to certify merely that Public Bank was in a "distressed

situation," this would meet the "failing bank" criterion specified in

the Bank Merger Act as requisite for allowing immediate action on a

Tilerger application. Mr. Leavitt commented that on the basis of his con-

versations with the staff of the Corporation he felt a certification of

Probable failure" could be expected.

The staff was then instructed to keep in close touch with the

situation and to advise the Board promptly of any significant develop-

The meeting continued with limited staff attendance, and at the

Actilig Chairman's request Mr. Kier presented an analysis of recen
t stock
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market developments, in which connection he distributed tables on alter-

native measures of the 1966 stock price decline and the magnitude and

duration of post-World War II stock price declines. (Copies of the

tables have been placed in the Board's files.)

Question was raised in the ensuing discussion as to the possible

announcement effect of a reduction in margin requirements, if the Board

were to consider and take such action, and comments made in reply pointed

out that such an announcement might be regarded as evidence of consider-

able concern about the stock market situation, particularly since a

reduction in margin requirements would be in contrast to the current

Posture of general monetary policy. Mr. Young then commented on certain

telephone calls received over the weekend reflecting rumors and tensions

in the securities markets.

At this point the members of the Board participated in the usual

°Pen market morning telephone conference call, during which they received

description of Government securities market developments late Friday

aft
ernoon and at the opening of business this morning, together with a

report on Trading Desk operations conducted thus far today.

CEMIA program. Governor Shepardson reported that informal inquiry

by 
Governor Brimmer had indicated a possibility that Vice President

HurnPhr eY might be able to accept an invitation to address the trainees

from the Center for Latin American Monetary Studies in the course of

their Program at the Board during the week of September 6, 1966. He
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recommended that a formal invitation to the Vice President to have lunch

with the Board members and address the CEMLA group be sent over the sig-

nature  of the Acting Chairman, and it was agreed that that should be

done

Secretary's Note: It subsequently
developed that the Vice President's
schedule would not permit him to
accept the invitation.

The meeting then adjourned.

Secretary's Note: Governor Shepardson
today approved on behalf of the Board

a letter to the Federal Reserve Bank of
Boston (copy attached as Item No. 6)

approving the designation of Philip A.

Shaver as special assistant examiner.

Secretary-



BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Board of Directors,

First Bank of Charlestown,

Charlestown, Indiana.

Gentlemen:

Item No. 1
8/29/66

ADDRESS orriciAL CORRESPONDENCE

TO THE BOARD

August 29, 1966

Pursuant to the provisions of Section 
24A of

the Federal Reserve Act, the Board of Gove
rnors of the

Federal Reserve System approves an 
investment, direct and

indirect, of not to exceed $183,400 by F
irst Bank of

Charlestown, Charlestown, Indiana, for the
 construction of

new banking quarters, including $23,400 e
xpended for pur-

chase of the land.

It is understood that the premises will 
be owned

by a wholly-owned affiliate organized solely 
for that purpose

and that $100,000 of the proposed investment
 represents funds

to be borrowed by the'affiliate from a source 
other than the

subject bank.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,

Assistant Secretary.



BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

C-PAELIEELIAL_Cal

Mr. Edwin Hyde, Chairman,

Federal Reserve Bank of Richmond,

Richmond, Virginia. 23213

Dear Mr. Hyde:

Item No.

8/29/66

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

August 29, 1966

The Board of Governors approves the payment of
 salaries

to the following officers of the Federal Reserve Bank o
f Richmond

for the period September 1 through December 31, 1966, 
at the rates

indicated, which are those fixed by your Board of 
Directors as re-

Ported in your letter of August 11, 1966:

Name Title

Annual
, Salary 

James Parthemos Vice President $22,000

Jimmie R. Monhollon Assistant Vice President 19,000

Harmon H. Haymes Assistant Vice President 18,000

Aubrey N. Snellings Assistant Vice President 18,000

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.



BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON, O. C. 20551

AIR MAIL - REGISTERED 

RETURN RECEIPT REQUESTED 

St, Joseph Valley Bank,
429 South Main Street,

Elkhart, Indiana. 46514

Gentlemen:

Item No. 3

8/29/66

ADDRESS OFFICIAL CORRE
SPONDENCE

TO THE BOARD

August 29, 1966

In reference to the application 
filed by St. Joseph Valley

tilt pursuant to the provisions of the Ban
k Merger Act, as amended

02 U.S.C. 1828(c), Public Law 89-356), f
or the Board's prior approval

°f the merger of St. Joseph Valley Bank and Firs
t Old State Bank,

M.khart, Indiana, the Board has scheduled a
n oral presentation of

v.iiews on the application to be held before 
the Board at its offices

',Tring the afternoon of September 20, 1966,
 commencing at 2 o'clock.

Itne Board has directed that the oral prese
ntation shall not be open

n the public since an important considerat
ion involved in the

qTlication is the condition of First 
Old State Bank.

• The Board has scheduled the oral 
presentation in order

that-.lt might obtain additional information 
regarding lending and

management policies at First Old State Bank.

It is hoped that the oral pres
entation can be completed

ithi two hours. There will be a stenographic 
transcript of the

7,a1 presentation. Any person participating in th
e proceeding may,

84 he so desires, place in the record of the 
proceeding a prepared

Iv atement and thereafter present orally a 
summary thereof. If there

_1:11 be prepared statements, copies should 
be submitted to the Board

't least three days prior to the oral prese
ntation.

Those in attendance at the oral 
presentation will be limited

to
, members of the Board and its staff and 

such representatives of your

'yard-
and First Old State Bank as you may d

eem necessary to be present
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at the proceeding, including their counsel. However, the Board

aPecifically requested that the Chairman of the Board 
of Directors

and the President of each of the banks be present and 
participate

the proceeding. The Board may wish to receive separately the

individual views and comments of those in attendance.

A
. 

copy of this letter is being forwarded to First 
Old

State Bank 

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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Item No. 4
8/29/66

UNITED STATES OF AMERICA

BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

WASHINGTON, D. C.

In the Matter of the Application of

IIACHOVIA RANK AND TRUST COMPANY

!°t aPProval of merger vithoank 
of Ahoskie

ORDER APPROVING MERGER OF BANKS

There has come before the Board of Governors, pursuant to the

41114 llorger Act, as amended (12 U.S.C. 1828(c), Public Law 89-356), an

apPlication by Wachovia Bank and Trust Company, Winston-Salem, North

eltcelinn, a State member bank of the Federal Reserve System, for the

4ard1 s prior approval of the merger of that bank and Bank of Ahoskie,

'iet North Carolina, under the charter and title of Wachovia Bank

and
44'ust Company. As an incident to the merger, the four offices of

Of Ahoskie uould become branches of the resulting bank. Notice

Of th
e proposed merger, in form approved by the Board, has been published

1111411artt to said Act.

Upon consideration of all relevant material in the light of
the

'-actors set forth in said Act, including reports furnished by the

e°tIlPt
roller of the Currency, the Federal Deposit Insurance Corporation,
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and the Attorney General on the competitive factors involved in the

Proposed merger,

IT IS HEREBY ORDERED, for the reasons set forth in the

13°4rd l8 Statement of this date, that said application be and hereby

is approved, provided that said merger shall not be consummated

(a) before the thirtieth calendar day following the date of this Order

or (b) later than three months after said date.

Dated at Washington, D. C., this 30th day of August, 1966.

By order of the Board of Governors.

Voting for this action: Vice Chairman Robertson, and
Governors Shepardson, Mitchell, Daane, and Brimmer.

Absent and not voting: Chairman Martin, and
Governor Maisel.

(signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.-

(sEAL)



Item No. 5
8/29/66

BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

APPLICATION BY WACHOVIA BANK AND TRUST COMPANY
FOR APPROVAL OF MERGER WITH

BANK OF AHOSKIE

STATEMENT 

Wachovia Bank and Trust Company, Winston-Salem, North Carolina.

Nachovia"), with total deposits of approximately $977 million, has

aPPlied, pursuant to the Bank Merger Act, as amended (12 U.S.C. 1828(c),

Publ"-,
o Law 89-356), for the Board's prior approval of the merger of that

b
4 and Bank of Ahoskie, Ahoskie, North Carolina ("Ahoskie Bank"), with

tot,, 1/
deposits of about $10.5 million.— The banks would merge under the

°latter and title of Wachovia, which is a member of the Federal Reserve

gYst
eln. As an incident to the merger, the four offices of Ahoskie Bank

become offices of Wachovia, increasing the number of its authorized

4ices to 103.2/

competition. - Wachovia, in terms of deposits, is North
CA.4.014

'fla ts largest commercial bank, having 21.8 per cent of the total

deP°sits

Of 1,4_
'Lle State's banks hold 16.6 and 11.5 per cent of such deposits,

estleettvely.

e"sit figures herein are as of December 31, 1965.

•?./Th

of the 142 banks in the State. The second and third largest

is includes four offices which are not yet in operation.
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A majority interest in Ahoskie Bank was acquired prior to

enactment of the Bank Merger Act of 1960 by Wachovia then it merged

'with Guaranty Bank & Trust Company, Greenville, North Carolina (a

nonmember bank), which had owned more than 50 per cent of the shares

°fAhoskie Bank since the 1930's. One of Wachovia's senior officers

1.8 also Chairman of the Board of Ahoskie Bank and three of the latter

bank's officers formerly served with Wachovia, with which Ahoskie Bank

has close operating relationships.

Three offices of Ahoskie Bank are in Ahoskie (population

4'600), the largest city in Hertford County (population 22,700),

situated near the eastern end of the Virginia-North Carolina border.

The bank's fourth office is in Aulander (population 1,100), 8 miles

southwest of Ahoskie in Bertie County (population 24,400). Ahoskie

14 centrally located in the two-county area and serves as the trade

center for both counties.

Wachovia operates 95 offices situated in 32 communities in

21 Of North Carolina's 100 counties. The nearest office of Wachovia

to Ahoskie Bank is at Williamston, in Martin County 34 miles south

fAulander. The next nearest office of Wachovia is 46 miles south

f Aulander. The service areal/ of Ahoskie Bank surrounds its two

ic)cations and, roughly, forms an egg-shaped pattern about 25 miles

blr 15 miles in dimension bisected latitudinally by the Hertford-Bertie

"utItY line. This service area does not overlap that of any Wachovia

de e area from uhich a bank derives 75 per cent or more of its
P°sits of individuals, partnerships, and corporations.
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office. The Bank of Windsor, slightly smaller than Ahoskie Bank, is

located at Windsor in southern Bertie County about midway between

Aulander and Williamston, Because of the locations of Wachovia and

Ahoskie Bank, consummation of the merger would eliminate little, if

6tY, competition even if the close relationship of the two banks did

tot exist.

effects

County,

The relevant area for considering the remaining competitive

of the proposal encompasses the southern two-thirds of Hertford

the northern third of Bertie County, and the southeastern tip

Of adjacent Northampton County. Ahoskie Bank's service area lies within

the relevant area in which are located the offices of eight banks,

including Ahoskie Bank. Aulander is served only by Ahoskie Bank,

Ahoskie is served also by a branch of The Planters National Bank

44d Trust Company, Rocky Hount, North Carolina, having total deposits

O
f $56 million at its 20 offices. Because of the close relationship

that has developed between Wachovia and Ahoskie Bank, and since the

81241er banks in the relevant :area serve chiefly their own communities,

the Board has concluded that consummation of the proposal would not be

elIllected to have adverse effects on any of the banks in the area which

con
Pete with Ahoskie Bank.

If the proposal were consummated, Wachovia, instead of

40,q,
'44-e Bank, would operate about 28 per cent of the banking offices

Ijould hold about 29 per cent of the deposits in the relevant 

area.Cch

arid

°vio ls share of deposits held by all commercial banks in North

Carol.
"-na would be increased by only .2 per cent to 22 per cent.
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The Board concludes that the proposal would not have any

adverse competitive effects.

Financial and managerial resources and future ros ects. -

The financial and managerial resources and future prospects of

Tlachovia are satisfactory and

effectuation of the proposal.

significant that Uachovia has

iniprove its earnings.

Convenience and needs of the communities. - Effectuation

of the proposal would affect only the convenience and needs of the

areas served by Ahoskie Bank, which frequently has referred customers

to Ilachovia for banking accommodations which the smaller bank could

"t supply.

Historically, the economy of Hertford and Bertie Counties

has been based on agriculture. In recent years manufacturing has

become increasingly important in Ahoskie. The lending limit at

°"ices of Ahoskie Bank would be increased from $100,000 to over

S7 on
000 following consummation of the proposal. Even though

114e4via has been supplementing Ahoskie Bank's services, the operation

f Ahoskiets offices as branches of Wachovia would make the full

° of complete banking services of the larger bank more conveniently

41/enable to bank customers in Ahoskie and Aulander.

Summary and conclusion. - Consummation of the proposal,

laitch
would formalize the close relationship between Uachovia and

would not be adversely affected by

With respect to Ahoskie Bank, it is

sold loans to Ahoskie Bank to help
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Ahoskie Bank based on common control, would not have adverse

competitive effects. This is especially true in view of the

distance between the nearest offices of the two banks, The

Pr°Posal, if effected, would provide a broad range of banking

services on a more convenient basis in the area now served by

40 hie Bank.

Accordingly, the Board concludes that the proposed

trierger should be approved.

August 30, 1966.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, O. C. 20551

Mr. Luther M. Hoyle, Jr., Vice President,

Federal Reserve Bank of Boston,

Boston, Massachusetts. 02106

Item No. 6
8/29/66

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

August 29, 1966

Dear Mr. Hoyle:

In accordance with the request contained in

Your letter of August 23, 1966, the Board approves the

designation of Philip A. Shaver as a special a
ssistant

examiner for the Federal Reserve Bank of Boston.

Appropriate notations have been made of the

names to be deleted from the list of special 
assistant

examiners.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,

Assistant Secretary.


