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-Inancial
Developmentsin the

-ourth Quarter
of 1969

This report, which was sent to the Joint Economic Committee of
the U.S. Congress, highlights the important developments in fi-
nancial markets during the autumn and early winter.

FINANCIAL MARKETS remained under pressure during the fourth
quarter of 1969, as most interest rates rose further, funds avail-
able for lending from financial institutions were limited, and
credit demands of corporations, State and local governments, and
Federal a'gencies were sizable. With respect to banks, reserves
rose only slightly, and the total deposits of member banks were
about unch‘anged from September to December, in contrast to a
marked decline in the previous quarter. The shift in deposit be-
havior reflects in the main the slowing of the sharp drop in time
deposits that had occurred in the third quarter. The money stock
rose at an annual rate of about 1.5 per cent over the fourth
quarter.

Banks obtained less funds from the increase in nondeposit
sources in the fourth quarter than they had in the previous
quarter. Borrowings in the Euro-dollar market remained essen-
tially unchanged. And although issuance of commercial paper by
bank-related affiliates picked up somewhat, this increase was oft-
set in part by further reductions in the outstanding amount of
loans sold subject to repurchase agreements to other than
affiliates.

In view of the continued relative scarcity of lendable funds,
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banks extended portfolio adjustments initiated earlier in the year.
They continued to liquidate a large volume of securities and to
sell loans outright. And expansion of most types of loans re-
mained at about the reduced pace of the third quarter, reflecting
in part continued tight lending terms and conditions at banks.

Net inflows of funds to thrift institutions moderated further in
the fourth quarter, as withdrawals of deposits accelerated signifi-
cantly in response to the higher yields available on market instru-
ments. New extensions of mortgage commitments slowed, and
the backlog of outstanding commitments continued to decline
from the peak reached in the spring.

Following a substantial decline during the third quarter, total
reserves at member banks—adjusted to exclude the increase in
required reserves due to the changes in Regulations D and M,
effective October 16, 1969—resumed growth in the fourth
quarter at an annual rate of approximately 1.5 per cent. Non-
borrowed reserves, so adjusted, continued to decline on balance,
but at a rate sharply reduced from that earlier in the year. Mem-

BANK RESERVES AND BORROWINGS

BILLIONS OF DOLLARS, SEASONALLY ADJUSTED
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Monthly averages of daily figures for member banks. Total and nonborrowed reserves are adjusted to
exclude the effects of changes in reserve requirement percentages, but they do include increases in re-
quired reserves of approximately $425 million due to changes in Regulations D and M, effective October
16, 1969, Nonborrowed reserves are total reserves adjusted minus member bank borrowings from the
Federal Reserve. Excess reserves are total reserves less required reserves, Latest figures, December.
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ber bank borrowing from Federal Reserve Banks remained, on
average, near the $1.2 billion level of the third quarter.

Indicative of the continued pressure on commercial bank re-
serve positions, banks maintained their heavy demands on the
Federal funds market—where excess reserves of banks are
bought and sold on a day-to-day basis. The average daily volume
of Federal funds traded in the fourth quarter remained around
the advanced third-quarter pace. Similarly, the Federal funds rate
—which averaged about 8.95 per cent—was essentially un-
changed from the average level of the third quarter.

The further rise in interest rates, as well as the continued limited
availability of credit, induced additional economies in holdings
of money balances; privately held demand deposits declined
slightly further. Expansion of currency in the hands of the public,
however, continued at a fairly rapid pace. Consequently, the
money stock—currency and privately held demand deposits com-
bined-—rose at an annual rate of about 1.5 per cent, following no
change in the third quarter and an increase of 4 per cent during

FLOWS OF SELECTED MONETARY AGGREGATES

Percentage annual rates of change, seasonally adjusted

1968 1969
Item I L S
v | I 11 \ 111 ’ v
Money stock.............. 7.1 4.1 4.5 .0 1.4
Time and savings deposits
at all commercial banks. . 17.3 -5.1 —3.0 -13.3 0
Total member bank deposits1 12.7 —4.8 —2.2 —9.4 0
Total member bank deposits
plus Euro-dollars2. .. .. .. 11.9 —1.8 1.4 —6.2 -.3
Total member bank deposits
plus  Euro-dollars  plus
other nondeposit funds3. . n.a. n.a. n.a. —4.3 2.0
MEMO:
Average money stock4, . .. 5.7 6.0 4.5 1.4 .6

! Bank credit proxy.

2 Bank credit proxy adjusted to include liabilities of domestic banks to foreign branches.

3 Beginning on May 28, the following data were collected weekly : Euro-dollars borrowed directly from
foreign banks or through brokers and dealers, bank liabilities to own branches in U.S. territories and
possessions, commercial paper issued by bank holding companies or other bank affiliates, and loans or
participation in pools of loans sold under repurchase agreement to other than banks and other than
banks’ own affiliates or subsidiaries.

4 The percentage change in the average level of the money stock during a quarter from the average
level during the preceding quarter, at annual rates. This measure is included because it is used by many
analysts and in various econometric models in relating money stock data to quarterly figures for econom-
ic activity, such as the gross national product.

n.a, Not available.

Note.— With the exception of the memo item, changes are calculated from the average amounts
outstanding in the last month of each quarter.
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the first half of the year. U.S. Government deposits also rose
slightly further.

As most money market rates of interest rose further, domestic
investors continued to switch out of time and savings deposits
at banks—which are subject to Regulation Q interest rate ceil-
ings—and into higher yielding market instruments. Consumer-
type deposits—savings deposits and time deposits held by indi-
viduals and business other than their holdings of large negotiable
certificates of deposits (CD’s)—at large banks and total time
and savings deposits at country banks both fell somewhat further.

Attrition of CD’s, however, was sharply reduced from what it
was earlier in the year, reflecting the declining volume of matur-
ing issues and the fact that major banks added substantially to
their outstanding CD’s during the fourth quarter by issuing these
instruments to foreign official institutions; time deposits issued to
such institutions are not subject to interest rate ceilings under
Regulation Q. The 10 per cent marginal reserve requirement on
borrowings abroad through branches—effective October 16,

- 1969—provided banks with some incentive to attract foreign

official funds, as time deposits at the domestic head office are
subject to a 6 per cent reserve requirement. In total, seasonally
adjusted time and savings deposits at all commercial banks re-
mained about unchanged, on balance, following a large reduction
in the third quarter.

Total member bank deposits also remained unchanged during
the fourth quarter, following a large decline in the third quarter.
For the entire second half of the year these deposits fell at an
annual rate of about 4.7 per cent, or only slightly more than in the
first half.

Bank acquisitions of funds from nondeposit sources moderated in
the fourth quarter, and for the second half as a whole these funds
did not completely offset deposit outflows.

Banks acquired an additional $1.3 billion of such funds in the
fourth quarter, about one-third as much as in the previous
quarter. Issuance of commercial paper by bank holding com-
panies and afliliates—the proceeds of which are usually trans-
ferred to banks through purchases of bank loans by the affiliates
——rose by an additional $1.7 billion to an average level outstand-
ing of $4.2 billion in December. Nearly 70 per cent of this in-
crease took place prior to October 29, when the Board of Gover-
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nors of the Federal Reserve System announced that it was con-
sidering amending Regulation Q so that it would apply to funds
received by member banks from the issuance of commercial
paper or similar obligations by bank affiliates. Bank borrowing
in the Euro-dollar market remained unchanged, on balance, dur-
ing the final quarter of the year and borrowing through the sale
of loans subject to repurchase agreement to the nonbank public
continued to decline—by about $500 million—having become
subject to Regulations Q and D (governing reserves of member
banks) on August 28, 1969.

With their lendable funds still limited, banks continued to liqui-
date securities in volume, to sell loans outright, and to maintain
tight lending terms and conditions. Consequently, bank liquidity
remained low in the fourth quarter and growth in total bank
loans was moderate, although larger than in the previous quarter.

The reduction in bank holdings of securities——which totaled
nearly $3.0 billion—was about equal to that in the third quarter.
All of this fourth-quarter reduction represented liquidation of
holdings of U.S. Government securities even though banks under-
wrote several Treasury cash financings. Bank holdings of other
securities remained unchanged on balance as a sharp rise in No-
vember offset declines in the other 2 months. The November
increase was associated with a build-up in inventorics of munici-
pal and Federal agency issues in the hands of bank underwriters
as they encountered difficulties in distributing new issues to final
investors.

Bank loans rose by nearly $5 billion—more than twice as
much as in the previous quarter—Iargely the result of increases
in loans to brokers and dealers to finance larger inventories of
securities associated with the Treasury financings and a rise in
loans to nonbank financial institutions. Growth in other major
loan' categories, however, remained at about the reduced pace of
the third quarter. Business loans, for example, rose by $1.3 bil-
lion, the same increase as in the third quarter. In fact after ad-
justment for business loans sold outright by banks to affiliates,
growth in business loans was well below that in the third quarter.
Growth in real estate loans remained limited, accompanied by
reduced levels of housing starts and construction activity. And
consumer loans at banks also continued to expand only mod-
erately, as did total consumer credit from all sources.
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Net inflows of funds to savings and loan associations and mutual
savings banks slowed appreciably further in the fourth quarter,
as the pull of higher yields on alternative investments continued
to generate substantial withdrawals of deposits. Both types of
institutions experienced significant net outflows of deposits dur-
ing the interest-crediting month of October, and deposit gains for
the balance of the quarter were modest. And with return flows
of funds from mortgage investments also constrained—due to a
limited volume of prepayments associated with the over-all de-
clife in real estate activity—new commitment activity at thrift
institutions continued at a restrictive rate. Consequently, the
backlog of outstanding mortgage commitments fell further below
the peak reached in April.

NET CHANGE IN MORTGAGE DEBT OUTSTANDING

In billions of dollars, seasonally adjusted

1968 ! 1969
Item B
111 v J 1 11 111 ’ 1Ve
Total, ................ 6.6 7.5 7.6 7.1 6.6 6.0
Residential . ......... 4.5 5.1 5.5 5.3 4.9 4.2
Other!.............. 2.0 2.4 2.1 1.8 1.6 1.8

€ Partly estimated.
! Includes farm properties.

Net 'mortgage debt formation declined from the total registered
in the preceding quarter. All of the decline was registered in the
residential area, despite considerable support from the Federal
home loan banks and the Federal National Mortgage Associa-
tion. Pressures on available funds at commercial banks and life
insurance companies also substantially limited the extent to
which these institutions participated in the extension of new
mortgage credit.

Corporations increased their borrowing in capital markets during
the fourth quarter, with gross offerings of securities reaching the
high second-quarter rate. A continuing rise in corporate expendi-
tures for plant and equipment, a slowing of internal funds genera-
tion as profits were under pressure, and less available and more
costly alternative sources of funds apparently accounted in large
part for. the increase in flotations of debt and equity issues. Small



FINANCIAL DEVELOPMENTS, Q4 1969 119

OFFERINGS OF NEW SECURITY ISSUES

Monthly averages in billions of dollars, not seasonally adjusted

1968 1969
Item
v I 11 111 Ve
Corporate securities—total. , 2.0 2.1 2.5 2.1 2.4
Bonds................ 1.5 1.4 1.7 1.5 1.6
Stocks............uln, .5 7 .8 .6
State and local government
bonds.................. 1.5 .9 1.2 8 1.0
e Estimated.

and medium-sized companies accounted for the bulk of stock
offerings. The use of this financing method probably reflected the
limited access these companies have to other sources of funds.
Debt issues were bolstered by several large issues of major indus-
trial corporations as well as by a sizable volume of offerings by
public utility and communications companies.

State and local government bond offerings also increased in
the fourth quarter as compared with the total for the previous
quarter. New offerings of long-term municipal securities averaged
$1 billion per month, or one-fourth above the reduced third-
quarter pace. This increase reflected several factors, including the
temporary decline in interest rates on these securities in October,
which permitted some governmental units subject to rate ceilings
that were previously below market rates to sell deferred issues.
In addition, several State legislatures liberalized statutory rate
ceilings effective during the fourth quarter. Over-all, however,
actual long-term borrowing fell short of the amount that had

“been planned, and some demand for funds spilled over into the
short-term area. In other cases capital projects were delayed and/
or stretched out because of the lack of funds.

The Federal Government was a sizable borrower of funds dur-
ing the fourth quarter, as the budget moved further into deficit.
This enlargement of the deficit represented somewhat less of a
swing than usually occurs at this time of year. Receipts declined
about seasonally, but expenditures also declined about $1 billion
quarter-to-quarter. In addition to increased Treasury borrowing,
Federal credit agency borrowing accelerated in the fourth quar-
ter. Agency net borrowing amounted to an unusually large $3
billion; the FHLBB and FNMA raised nearly all this as they
sought to channel additional funds to mortgage markets.



INTEREST RATES

FEDERAL RESERVE BULLETIN o FEBRUARY 1970

FEDERAL GOVERNMENT BORROWING AND CASH BALANCE
Quarterly totals in billions of dollars, not seasonally adjusted
1968 ‘ 1969
Item
H1 v ’ 1 1L 1 Il ‘ v

Budget surplus or deficit.| —3.2 —7.1 —-2.0 —15.5 —2.5 ¢—6.0
Net cash borrowing, or

repayment (—)L.,.... 7.7 3.4 2 —12.6 23.2 °4.,7
Other means of financ-

ngd. .. .ovoieiiinns —1.2 —-.2 1.9 —~1.8 .0 —.1
Change in cash balance. . 3.3 —3.9 .1 1.1 7 —1.3
MEMO:

Federal agency bor-

rowing4........... —.1 .7 1.1 2.3 2.7 3,0

1 Excludes effect on agency debt cutstanding of transfers of certaint agencies to private ownership.

2 Adjusted to remove effects of reclassification of $1.6 billion in Commodity Credit Corporation
certificates of interest from budget transactions to agency securities (borrowing from the public).

3 Checks issued less checks paid and other accrued items.

4 Includes debt of FHLBB, Federal land banks, FNMA, and Federal intermediate credit banks, and
banks for cooperatives beginning January 1969.

¢ Estimated,

Upward pressures on interest rates were particularly strong dur-
ing the fourth quarter—an indication of the limited availability
of and sustained demands for funds in most markets. The yield
on 3-month Treasury bills advanced sharply to an average of 7.82
per cent in December, or more than 70 basis points above the
September figure. In part, this rise in bill yields reflected several
large Treasury financings and a continued decline in holdings of
Treasury securities by commercial banks. Interest rates on com-
mercial paper also rose on balance over the quarter, probably in
association with stepped-up sales of paper by bank affiliates in
the early part of the quarter and reflecting continued relatively
intensive use of the short-term market by businesses.

Yields on capital market instruments also advanced substan-
tially and in December were at new highs. Corporate Aaa new
issues (with 5-year call protection) registered 8.75 per cent in
December, nearly 80 basis points above the rate at the end of the
third quarter. State and local government bond yields declined
during October—as did many other market rates—Ilargely in re-
sponse to expectational factors, but the limited purchases of
municipal securities by banks and relatively high volume acted to
push up rates markedly in November and December. Mortgage
yields rose by less than other long-term rates as restrictive State
usury ceilings and unusually high discounts on Government-
underwritten mortgages somewhat impeded further upward rate
adjustments.
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INTEREST RATES

PER CENT PER ANNUM_

SHORT-TERM " LONG-TERM

FEDERAL FUNDS

COMMERCIAL PAPER
4.6 MONTHS

U8, GOVT.
] TREASURY BILLS
3-MONTH

4

FHOISCOUNT RATLE o F
SEATE AND L oal Govy

1968 1969 1967 1968 B 1969

Monthly averages except FHA (based on quotations for one day each month), Yields: U.S. Treasury
bills, market yields on 3-month issues; prime commercial paper, dealer offering rates; FHA, weighted
averages of private secondary market prices of new-home 30-year mortgages converted to annual yield
(dashed line indicates period of adjustment to change in contractual interest rate); corporate bonds,
weighted averages of new publicly offered bonds rated Aaa, Aa, and A by Moody’s Investors Service
and adjusted to an Aaa basis; U.S. Govt. bonds, market yields adjusted to 20-year constant maturity
by U.S. Treasury; State and local govt, bonds (20 issues, mixed quality), Bond Buyer.



Statement to Congress

Statement by Arthur F. Burns, Chairman,
Board of Governors of the Federal Reserve
System, before the Committee on Banking
and Currency, House of Representatives,
on February 7, 1970.

I welcome your invitation to present the
views of the Board of Governors of the
Federal Reserve System on conditions relat-
ing to the production, financing, and use of
housing,.

As a national resource, housing ranks
high on both economic and social grounds.
The construction of new homes and apart-
ments absorbs the efforts of a major indus-
try. The fortunes of this industry influence
the course of production and employment in
many other branches of the economy.

Even more importantly, the provision of
decent housing for all families is among our
most pressing needs, as Congress recognized
in laying down a decennial goal for the
production of new and rehabilitated hous-
ing. Besides the volume of housing produc-
tion, the price and quality of available
shelter are of vital significance. Prices of
homes and rents have of late been rising
rapidly, reflecting not only higher financing
costs but also inflated prices of labor, land,
and materials. If these costs are not brought
under control, the quality of all housing will
be bound to suffer.

I assure you that the Federal Reserve
Board is deeply concerned about the recent
decline in production of housing and the
further rise in costs of buying, financing,
and operating new and existing dwellings.
Housing starts have been declining for three
consecutive calendar quarters now. By last
December the seasonally adjusted annual

rate of 1,245,000 private housing starts was
the lowest in 212 years, The downtrend has
come at a time when demand for both new
and existing accommodations has generally
remained strong. As a result, the vacancy
rate for dwellings available for sale or rent
has become disconcertingly low.

At the same time, I think it is well to note
that the performance of the housing indus-
try over the past year has surpassed the ex-
pectations of many experts. Adherence to a
policy of monetary restraint, which has been
a necessary part of our national effort to
bring inflationary pressures under control,
has led to very tight credit market condi-
tions and has clearly constrained homebuild-
ing. Nevertheless, private housing starts in
1969 as a whole came within 3 per cent of
the total in 1968. If we include new public
housing starts as well as shipments of new
mobile homes, last year’s combined output
of about 1,890,000 units actually exceeded
the preceding year’s total. Measured in these
terms, the gross addition to our total stock
of shelter in 1969 was, by a slim margin, the
largest in 19 years. The net flow of funds in-
to residential mortgages also reached a new
record of nearly $20 billion, 5 per cent
above the 1968 level.

The totals that I have cited for last year
conceal, however, the movement within the
year. We need to recognize that the month-
to-month trend of total housing starts over
the past year, even including mobile homes,
has been distinctly downward, and I fear
that the totals may go still lower in the
months immediately ahead. Despite every-
thing that has been done to bolster the flow
of funds into housing, reduced credit flows
through mortgage lending institutions and

123
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lenders’ preferences for other types of in-
vestment have sharply curtailed the amount
of money available for housing. The envir-
onment affecting savings flows to these in-
stitutions has been particularly adverse in
recent weeks, and many of these institutions
are no longer in a position to make large
commitments of funds for future deliveries
of mortgages. Moreover, reflecting the cur-
tailed availability of funds, the terms of
mortgage credit—that is, interest rates,
downpayments, and credit standards—have
tightened, thereby excluding otherwise will-
ing buyers from the market.

Of course, housing is not the only eco-
nomic sector in which spending is being
restrained by tight credit conditions. As is
well known, many State and local govern-
ment units have had difficulty in selling
bonds to finance their capital outlays. Funds
for commercial construction have become
increasingly hard to come by, and many
projects have been delayed because their
promoters were unable or unwilling to ob-
tain financing at prevaling terms. Many
business firms—small firms in particular—
also have been unable to obtain all the credit
they desired, especially as the ability of
banks to lend has come under increasing
constraint. Even some very large corpora-
tions have announced cancellations or
stretchouts of capital spending programs, at
least partly because of the difficulty and cost
of financing. It is the very essence of mone-
tary restraint that many economic units find
it difficult or impossible to carry through all
of their spending plans. This is the way that
total spending is curbed and an overheated
economy cooled down to a manageable
condition.

It should be kept in mind, also, that the
problems of the housing industry are not
related solely to tight credit. Unusually large
wage settlements have been contributing
powerfully to a further advance in the total
cost of constructing dwellings. New labor

contracts negotiated last year called for an
average first-year wage increase of as much
as 14 per cent, according to Bureau of Labor
Statistics figures on settlements affecting
1,000 workers or more, whether employed
in residential or other construction. Accord-
ing to one widely cited, privately compiled
index, the average cost of constructing a
new dwelling rose by more than 8 per cent
in 1969, the largest annual increase since
1948. Land values also continued their long-
term upward trend as did typical operating
costs for both houses and apartments.

MEASURES TAKEN TO AID HOUSING IN
PAST YEAR

A number of measures have been taken
within the past year to bolster the supply of
resources available for housing and to shift
some of the burden of credit restraint away
from this sector. Paramount among these
actions has been the administration’s pro-
gram to bring Federal finances under strict
control, as indicated in the austere budget
presented to the Congress earlier this week.
A budget surplus is essential in achieving
a proper mix of fiscal and monetary policies
for restoring conditions that favor sustain-
able economic growth. There can be no
doubt whatever that the single most impor-
tant contribution toward improving housing
market conditions would be success in the
present struggle to check inflationary trends
and expectations. This, of course, has been
the principal objective of the monetary
policy of the Federal Reserve System over
the past year. Nonetheless, it must be recog-
nized that it takes time to overcome an in-
flationary momentum that has gathered
headway over a span of years dating all the
way back to 1964.

As credit and fiscal measures were adapted
last year to our overriding need to cool down
the Nation’s highly inflationary condition,
special steps were simultaneously taken to
lessen the impact of tight credit on housing.
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The principal Federal agencies supporting
housing provided an unprecedented amount
of assistance to the mortgage market. The
combined net purchases of home and multi-
family mortgages by the Federal National
Mortgage Association and the Government
National Mortgage Association totaled a
record $4.3 billion. That accounted for
more than a fifth of the total net expansion
in outstanding residential mortgage debt. In
addition, the Federal home loan banks dur-
ing 1969 extended a record $4 billion in net
advances to savings and loan associations.
This assistance was equivalent to 45 per
cent of the total expansion in mortgage
portfolios at all such associations.

The capacity of the savings and loan as-
sociations to advance funds to the mortgage
market was also sustained as the Federal
Home Loan Bank Board reduced minimum
liquidity requirements for such institutions.
The reductions, of one-half of a percentage
point each in June and in November 1969,
altogether released approximately $1.3 bil-
lion for additional mortgage investment.

The record amount of funds funneled into
the mortgage market by these Federal agen-
cies partly counterbalanced the reduction in
net savings inflows to savings and loan as-
sociations and mutual savings banks that
occurred last year. It should be pointed out,
too, that the relationship among maximum
ceiling rates on time and savings accounts
that could be offered by financial institutions
was such that the commercial banks suffered
the largest decline in the share of total credit
flows. Thus, mutual savings banks and sav-
ings and loan associations, which are major
sources of funds for housing finance, were
protected from interinstitutional competi-
tion by the structure of ceiling rates on time
and savings accounts—a notable departure
from the 1966 experience.

As 1969 progressed, however, and as
market interest rates continued to rise fur-
ther above ceiling rates on time and savings

accounts, all types of financial institutions
came under increasingly severe pressure. [t
was no longer a question of one type of insti-
tution gaining at the expense of another but
of all losing savings funds heavily to the
securities markets. Under the circumstances,
the Federal Reserve Board felt that a gen-
eral upward adjustment in ceiling rates
could no longer be delayed and, after con-
sultation with the other regulatory agencies,
an increase in the ceilings for member banks
was announced late last month. The Federal
Deposit Insurance Corporation and the
FHLBB adopted similar measures. As a
result, all institutions now have somewhat
higher rate ceilings, including the ability to
offer new 1- and 2-year time instruments at
premium rates. Maximum permissible rates
on large CD’s ($100,000 and over) were
also raised appreciably, and the savings and
loan associations were permitted to offer
such instruments at higher rates for the first
time. The higher ceilings generally are in-
tended to help preserve, and eventually to
enhance, the flow of savings to the private
financial institutions, and thereby to give
support to the flow of housing credit.

Also in January, contract interest rates
on FHA-insured and VA-guaranteed mort-
gages were raised for the first time in 12
months. The increase brought returns on
such investments closer in line with yields
available on other types of capital market
instruments, and should help to make such
mortgages more acceptable to lenders in
competition with other investments. Un-
fortunately, the one percentage point rise in
contract rates on these Government-under-
written mortgages failed to match fully the
increase that had taken place over the pre-
vious year in bond market yields.

There have been a number of other steps
taken in recent months to aid housing. Last
September, the administration ordered a re-
duction of 75 per cent on new contracts for
Federal construction projects until condi-
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tions ease. This step was followed by a vig-
orous effort, which has proved moderately
successful, to persuade State governments to
carry out similar postponements of construc-
tion work under their jurisdiction. All this
was done with a view to releasing resources,
wherever possible, for homebuilding.
Finally, in 1969, nearly a dozen States
raised their usury ceilings applicable chiefly
to conventional home mortgages. The in-
creases brought these limits to more realistic
levels that allowed buyers of residential
properties who are dependent on this pre-
dominant type of mortgage financing to
compete on more equal terms with other
users for the scarce supply of credit funds.

WHAT MORE CAN BE DONE?

These recent measures have contributed
significantly to the surprising performance
of housing under the very stringent credit
conditions of 1969. However, as the con-
tinuing problems in the housing market
clearly indicate, more remains to be done,
particularly if we are to enhance the po-
tential for achieving the long-run housing
objectives of the Nation, as enunciated by the
Congress.

In the immediate future, it will be vital
to preserve the taut fiscal position outlined
in the administration’s budget. Keeping a
tight rein on Government expenditures will,
of course, require discipline on the part of
both the executive and legislative branches
of the Government. Such a fiscal policy is
an essential element in bringing inflationary
pressures under control and in laying a basis
for moderation in over-all credit conditions.
When this happens, the cost of credit for
housing transactions will, obviously, move
down,

But as long as credit remains in rather
short supply, the financing of new housing
is likely to be restricted. Housing is a sector
highly sensitive to the cost and availability
of credit. In part this is because housing ex-

penditures involve relatively large amounts
of long-term credit with fixed interest
charges that are large relative to other and
more variable costs over the life of the dwell-
ing. And in part it is because the depositary
institutions, which accommodate the lion’s
share of total mortgage demands, are un-
able to compete for funds on the same high
interest terms that borrowers in the open
market are prepared to pay.

For this reason, the Federal Reserve
Board supports the continued large-scale ex-
tension of credit by specialized housing fi-
nance agencies, such as FNMA and the
Federal home loan banks, under current
conditions. The Board also supports the
principle of aiding disadvantaged families
by subsidizing their mortgage debt burden
by means of appropriated funds. We do not
favor, however, tapping Federal Reserve
credit for the support of a restructuring of
credit flows, no matter how worthwhile the
immediate objectives may be. Special-pur-
pose lending by the Federal Reserve for
housing would be likely to lead to demands
for other types of special lending as well.
Taking such assets into Federal Reserve
portfolios would require us to make cor-
respondingly heavy offsetting sales of Treas-
ury securities in order to keep control of the
reserve base, and that would lead to a weak-
ened market position for Treasury securities.
I assume, of course, that no one is suggest-
ing that the credit needs of housing or other
special sectors, however worthy, should be
monetized by superimposing them on the
money and credit totals that would other-
wise be appropriate for the Nation as a
whole, To compel the Federal Reserve to
follow such a policy could lead to a disas-
trous inflation.

In addition to providing for a continuing
substantial flow of Government-assisted
funds into housing—while making certain
that it is financed through the housing agen-
cies rather than with newly created Federal
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Reserve credit—we also believe that every-
thing possible should be done to enhance the
attractiveness of mortgages to private in-
vestors. In this connection, there is consider-
able room for improving the characteristics
of the mortgage instrument and the insti-
tutional practices associated with issuing,
holding, and retiring mortgages. For exam-
ple, greater standardization of laws and
customs is needed with respect to the origi-
nation of conventional mortgages and with
respect to the foreclosure of all types of
mortgages. We also support the provision of
facilities—such as that envisioned by
GNMA-guaranteed securities—that would
package mortgages in sufficiently large lots
to be attractive to pension funds and other
institutional investors. It would also be de-
sirable if the States, as well as the Federal
Government, would continue to weed out
restrictions that unnecessarily limit mort-
gage lending by size of structure, location of
property, or terms of credit.

Of course, nothing will help very much in
stimulating private investment in mortgages,
unless the yield available on such invest-
ments can be as attractive as that on alter-
native outlets for funds. Some 21 States and
the District of Columbia still impose ceilings
of 8 per cent or less on home mortgages,
particularly on conventional loans which are
the principal form of this type of credit.
Although these limitations were originally
designed to protect borrowers, we should
recognize that economic conditions change
and that interest rate ceilings that are below
the market operate in practice to dis-
criminate against borrowers by denying
them access to sources of credit available at
going market rates. We think that artificial
barriers to competitive rates on mortgages
should be lifted or, at the very least, admin-
istered flexibly.

To give an added incentive to member
banks in meeting the public’s needs for

long-term mortgages as well as other types
of credit, the Board of Governors again
wishes to recommend that the Congress per-
mit member banks of the Federal Reserve
System to borrow from the Federal Reserve
Banks on the security of mortgages or any
other sound asset at the regular discount
rate. Mortgages are only an example of the
kinds of collateral involved. The adoption of
this recommendation would not, of course,
solve all the problems of the mortgage mar-
ket by any means, but we believe that this
step—which should be taken in the interests
of efficiency in any event—could prove to
be of some benefit in stimulating mortgage
lending by member banks.

Another helpful step would be to liberal-
ize the authority of national banks to make
real estate loans. For conventional mort-
gage loans, the loan-to-value limit should be
raised from 80 to 90 per cent, and the maxi-
mum maturity from 25 to 30 years; for
loans on large construction projects, the
maximum maturity should be extended from
3 years to 5 years. You will recall that the
Commission on Mortgage Interest Rates
recommended these amendments in its re-
port filed last year, and your committee in-
cluded provisions to carry out this recom-
mendation in H. R. 15091, as reported to
the House. These provisions were retained
in the bill passed by the House, but were
dropped by the Senate—House conference
committee.

Taking a still longer perspective, further
measures will be required to release the full
potential of private enterprise to respond to
our Nation’s shelter requirements. Substan-
tial additions to the supply of skilled con-
struction labor, for example, will be forth-
coming under the expanded and redirected
manpower training programs of the Federal
Government. Another promising attack on
the housing problem is the Department of
Housing and Urban Development’s “Opera-



tion Breakthrough,” which aims to cut con-
struction costs by relying on mass produc-
tion and factory technologies as well as by
modernizing building codes and labor prac-
tices. These and other approaches should
help to dampen rising construction costs,
which in part have reflected, but also have
been a major source of, inflationary pres-
sures.

The Board also recommends that further
detailed study be given to establishing a
broad secondary market for conventional
residential mortgages, recognizing the tech-
nical problems involved. Such a market for
conventional mortgages would depend in
part on the standardization of the instru-
ment, including more uniform procedures
involving property inspection and loan
origination. In the interim, to gain experi-
ence with a two-way market, the Board
suggests that the FNMA experiment with
operating a trading desk for outstanding
Government-underwritten loans. By facilitat-
ing portfolio adjustments, FNMA’s trading
desk could enhance the appeal of this type of
mortgage issued under standardized terms
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and conditions that conform to broad public
policy.

In summary, improvements over recent
years in Government-sponsored financing of
housing and in laws and regulations sur-
rounding the private financing of housing
have contributed to a significantly better
maintenance of housing starts in 1969 than
in the previous tight money period of 1966.
I have no doubt that further improvements
in the structure of the mortgage market are
possible and practicable, and that these will
enhance the performance of the housing in-
dustry in the future.

The Board is studying ways and means to
lighten the burden of monetary restraint on
the mortgage market without impairing the
use of monetary policy in achieving national
economic objectives. There is great need to
focus, as we hope many will, on seeking out
ways to increase the attractiveness of mort-
gage instruments to private investors, to
shift the flow of credit towards the housing
market, and to lessen the cyclical impact of
alternating tight and easy credit conditions
on housing production and finance. u



Membership of the Board of Governors
of the Federal Reserve System, 1913-70

APPOINTIVE MEMBERS'

Federal Reserve

Date of initial

Name district oath of office
Charles S. Hamlin................ Boston............ Aug. 10, 1914
Paul M. Warburg................ New York............... do.
Frederic A. Delano............... Chicago......oovvvunune. do.....
W.P.G. Harding................ Atlanta................. do.
Adolph C. Miller................ San Francisco............ do.
Albert Strauss. . ................. New York......... Oct. 26, 1918
Henry A. Moehlenpah............ Chicago........... Nov. 10, 1919
Edmund Platt. .............. ....New York......... June 8, 1920
David C, Wills............ e Cleveland. ........Sept. 29, 1920
John R, Mitchell................. Minneapolis. ...... May 12, 1921
Milo D. Campbell................ Chicago........... Mar, 14, 1923
Daniel R. Crissinger.............. Cleveland......... May 1, 1923
George R. James................. St. Louis.......... May 14, 1923
Edward H. Cunningham.......... Chicago..........couun.. do.....
Roy A.Young.............e..... Minneapolis. . ..... Oct. 4, 1927
Eugene Meyer.............ovvun. New York......... Sept. 16, 1930
Wayland W, Magee.............. Kansas City.......May 18, 1931
Eugene R. Black................. Atlanta. . ......... May 19, 1933
M. S. Szymczak.................. Chicago........... June 14, 1933
J.J.Thomas.........c.coivvvnn. Kansas City............. do.....
Marriner S. Eccles............... San Francisco...... Nov. 15, 1934
Joseph A, Broderick.............. New York......... Feb. 3, 1936
John K. McKee.................. Cleveland............... do.....
Ronald Ransom................. Atlanta. . ............... do.....
Ralph W. Morrison.............. Dallas............Feb. 10, 1936
Chester C. Davis................. Richmond......... June 25, 1936
Ernest G, Draper................ New York......... Mar. 30, 1938
Rudolph M. Evans............... Richmond......... Mar, 14, 1942
James K. Vardaman, Jr........... St. Louis.......... Apr. 4, 1946
Lawrence Clayton................ Boston.......... ..Feb. 14, 1947
Thomas B. McCabe.............. Philadelphia....... Apr. 15, 1948

For notes see following page.

Other dates and information relating
to membership?

Reappointed in 1916 and 1926, Served until
Feb. 3, 1936, on which date his successor
took office.

Term expired Aug, 9, 1918,

Resigned July 21, 1918,

Term expired Aug. 9, 1922.

Reappointed in 1924, Reappointed in 1934
from the Richmond District, Served until
Feb. 3, 1936, on which date his successor
took office.

Resigned Mar. 15, 1920.

Term expired Aug. 9, 1920.

Reappointed in 1928. Resigned Sept. 14,
1930.

Term expired Mar. 4, 1921.

Resigned May 12, 1923,

Died Mar. 22, 1923,

Resigned Sept. 15, 1927,

Reappointed in 1931, Served until Feb. 3,
1936, on which date his successor took
office.

Died Nov. 28, 1930.

Resigned Aug. 31, 1930.

Resigned May 10, 1933.

Term expired Jan, 24, 1933.

Resigned Aug. 15, 1934,

Reappointed in 1936 and 1948. Resigned
May 31, 1961.

Served until Feb. 10, 1936, on which date
his successor took office.

Reappointed in 1936, 1940, and 1944,
Resigned July 14, 1951.

Resigned Sept. 30, 1937.

Served until Apr. 4, 1946, on which date his
successor took office.

Reappointed in 1942. Died Dec. 2, 1947.

Resigned July 9, 1936.

Reappointed in 1940. Resigned Apr. 15,
1941.

Served until Sept. 1, 1950, on which date
his successor took office.

Served until Aug. 13, 1954, on which date
his successor took office.

Resigned Nov. 30, 1958.

Died Dec. 4, 1949,

Resigned Mar. 31, 1951.
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APPOINTIVE MEMBERS '—Continued

Federal Reserve

Date of initial

Other dates and information relating

Name district oath of office to membership*
Edward L. Norton. .............. Atlanta........... Sept. 1, 1950 Resigned Jan. 31, 1952.
Oliver S. Powell.................. Minneapolis. ............ do.. ... Resigned June 30, 1952,
Wm. McC, Martin, Jr............. New York......... Apr. 2, 1951 Reappointed for term beginning Feb. 1,
1956. Term expired Jan. 31, 1970.
AL Mills, Jr.......oovvvi e San Francisco...... Feb. 18, 1952 Reappointed in 1958. Resigned Feb. 28,
1965,
J.L.Robertson. .....cooveiinnn.. Kansas City = ........... do..... Reappointed for term beginning Feb. 1,
1964,
PaulE.Miller. .................. Minneapolis. ...... Aug. 13, 1954 Died Oct. 21, 1954,
C. Canby Balderston. ............ Philadelphia....... Aug. 12, 1954  Served through Feb. 28, 1966.
Chas. N. Shepardson............. Dallas............ Mar. 17, 1955 Retired Apr. 30, 1967.
G.H.King, Jr......covvviinnn, Atlanta........... Mar. 25, 1959 Reappointed in 1960. Resigned Sept. 18,
1963.
George W, Mitchell.............. Chicago........... Aug. 31, 1961 Reappointed for term beginning Feb. 1,
1962.
J.Dewey Daane................. Richmond. ........ Nov. 29, 1963
Sherman J, Maisel............... San Francisco...... Apr. 30, 1965
Andrew F. Brimmer.............. Philadelphia....... Mar. 9, 1966
William W, Sherrill............... Dallas............ May 1, 1967 Reappointed for term beginning Feb. 1,
1968,
Arthur F, Burns................. New York......... Jan. 31, 1970  Term began Feb. 1, 1970
\ i
CHAIRMEN?® VICE CHAIRMEN?
Charles S. Hamlin........Aug. 10, 1914-Aung. 9, 1916. Frederic A. Delano. ...Aug. 10, 1914-Aug. 9, 1916’
W. P. G, Harding. ....... Aug. 10, 1916-Aug. 9, 1922, Paul M. Warburg. ....Aug. 10, 1916-Aug. 9, 1918’
Daniel R, Crissinger...... May 1, 1923-Sept. 15, 1927. Albert Strauss......... Oct. 26, 1918-Mar. 15, 1920
Roy A. Young........... Oct. 4, 1927-Aug. 31, 1930. Edmund Platt......... July 23, 1920-Sept. 14, 1930
Eugene Meyer........... Sept. 16, 1930-May 10, 1933, J.J. Thomas.......... Aug. 21, 1934-Feb, 10, 1936
Eugene R. Black......... May 19, 1933-Aug. 15, 1934. Ronald Ransom....... Aug. 6, 1936-Dec. 2, 1947
Marriner S. Eccles....... Nov. 15, 1934-Jan. 31, 1948, C. Canby Balderston. ..Mar. 11, 1955-Feb. 28, 1966
Thomas B, McCabe...... Apr. 15, 1948-Mar, 31, 1951. J. L. Robertson....... Mar. 1, 1966
Wm., McC. Martin, Jr.....Apr. 2, 1951-Jan. 31, 1970.
Arthur F. Burns......... Feb. 1, 1970-
EX-OFFICIO MEMBERS'
SECRETARIES OF THE TREASURY COMPTROLLERS OF THE CURRENCY
W. G. McAdoo.......... Dec. 23, 1913-Dec. 15, 1918. John Skelton Williams .Feb. 2, 1914-Mar. 2, 1921.
Carter Glass............. Dec. 16, 1918-Feb. 1, 1920. Daniel R. Crissinger...Mar. 17, 1921-Apr, 30, 1923.
David F. Houston.,...... Feb. 2, 1920-Mar, 3, 1921, Henry M. Dawes...... May 1, 1923-Dec. 17, 1924,
Andrew W, Mellon,...... Mar. 4, 1921-Feb, 12, 1932. Joseph W. Mclntosh...Dec. 20, 1924-Nov. 20, 1928,
Ogden L. Mills.......... Feb. 12, 1932-Mar. 4, 1933, JW.Pole,........... Nov. 21, 1928-Sept. 20, 1932,
William H, Woodin. .. ... Mar. 4, 1933-Dec. 31, 1933. J. F. T. O’Connor. .... May 11, 1933-Feb, 1, 1936.
Henry Morgenthau, Jr....Jan. 1, 1934-Feb. 1, 1936.

1 Under the provisions of the original Federal Reserve Act the
Federal Reserve Board was composed of seven members, including
five appointive members, the Secretary of the Treasury, who was ex-
officio chairman of the Board, and the Comptroller of the Currency.
The original term of office was 10 years, and the five original ap-
pointive members had terms of 2, 4, 6, 8, and 10 years, respectively,
In {922 the number of appointive members was increased to six, and
in 1933 the term of office was increased to 12 years. The Banking Act
of 1935, approved Aug, 23, 1935, changed the name of the Federal
Reserve Board to the Board of Governors of the Federal Reserve
System and provided that the Board should be composed of seven
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appointive members ; that the Secretary of the Treasury and the Comp-
troller of the Currency should continue to serve as members until
Feb. 1, 1936; that the appointive members in office on the date of that
Act should continue to serve until Feb, 1, 1936, or unti} their successors
were appointed and had qualified; and that thereafter the terms of
members should be 14 years and that the designation of Chairman
and Vice Chairman of the Board should be for a term of 4 years,

2 Date after words “Resigned” and ‘‘Retired”” denotes final day of
service,

3 Chairman and Vice Chairman were designated Governor and Vice
Governor before Aug. 23, 1935.



Record of Policy Actions
of the Federal Open Market Committee

Records of policy actions taken by the Federal Open Market Com-
mittee at each meeting, in the form in which they will appear in the
Board’s Annual Report, are released approximately 90 days following
the date of the meeting and are subsequently published in the Federal
Reserve BULLETIN.

The record for each meeting includes the votes on the policy deci-
sions made at the meeting as well as a résumé of the basis for the
decisions. The summary descriptions of economic and financial condi-
tions are based on the information that was available to the Committee
at the time of the meeting, rather than on data as they may have been
revised since then.

Policy directives of the Federal Open Market Committee are issued
to the Federal Reserve Bank of New York—the Bank selected by
the Committee to execute transactions for the System Open Market
Account,

Records of policy actions for the meetings held during 1967 and
1968 were published in the BULLETIN beginning with the July 1967
issue and were subsequently published in the Board’s Annual Reports
for 1967 and 1968.

Records for the meetings held in 1969 through October 7 were
published in the BULLETINS for April, pages 345-52; May, pages
433-39; June, pages 508-18; July, pages 596-603; August, pages
647-54; September, pages 727-35; October, pages 823-38; Novem-
ber, pages 879-87; December, pages 928-37; and January 1970, pages
23-34. The record for the meeting held on October 28, 1969, follows:
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MEETING HELD ON OCTOBER 28, 1969

Authority to effect transactions in System Account.

Preliminary estimates of the Commerce Department indicated that
expansion in private final sales had slackened further in the third quarter,
but that growth in real GNP was sustained at a 2 per cent annual rate
by an acceleration of inventory investment. Prices and costs continued
to rise rapidly.

Some crosscurrents were evident in the recent behavior of monthly
economic measures. On the one hand, industrial production declined in
September for the second successive month; nonfarm employment did
not increase, and the unemployment rate rose to 4.0 from 3.5 per cent
in August; and growth in personal income slowed considerably. Retail
sales advanced moderately, but after adjustment for price increases,
sales remained below the year-carlier level.

On the other hand, new orders at manufacturers of durable goods rose
sharply in September. The advance was widespread among industries,
but was exceptionally large for the machinery and equipment industries.
In addition, housing starts increased markedly from an August level
that had been revised upward.

Average prices of industrial commodities and the over-all index of
wholesale prices rose slightly more from mid-August to mid-September
than earlier estimates had indicated. During the third quarter as a whole
prices of industrial commodities increased more rapidly than in the
preceding quarter. However, the rise in the over-all wholesale price index
slowed substantially, as prices of farm products and foods declined some-
what following their sharp advance in the second quarter. The consumer
price index increased considerably further in September.

Staff projections continued to suggest that real GNP would grow more
slowly in the fourth quarter than in the third, and that there might be no
growth in the first half of 1970. As before, the projections assumed that
the income tax surcharge would be reduced to 5 per cent on January 1,
1970, and would remain at that rate through the first half of the year;
that the investment tax credit would be repealed; and that social security
benefits would be increased by 10 per cent on April 1. It was expected
that Federal purchases of goods and services would decline over the
interval, mainly because of reduced defense outlays, and that expansion
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of aggregate demands in the private sector would moderate further. It
was also expected that the rate of inventory accumulation would slow
in the first half of 1970. Prospects were for continued increases in costs,
but with demand pressures expected to ease, some moderation in the
rate of price advance appeared likely.

The U.S. foreign trade surplus increased further in September as
exports remained near the high August level and imports declined. The
trade balance showed a small surplus in the third quarter as a whole,
following the small deficit recorded in the first half of 1969. With respect
to the over-all balance of payments, in September the deficit was large
on the liquidity basis and even larger on the official settlements basis. On
both bases the balance was in deficit for the third quarter as a whole.

On October 24 the German Government announced that, effective
October 27, the official parity of the mark would be revalued upward by
9.3 per cent—somewhat more than had been generally expected. Before
this announcement the exchange rate for the mark, which had been per-
mitted to float since late September, had risen to a premium of about 8
per cent. The appreciation of the mark and its subsequent revaluation
led to a partial reversal of the earlier speculative flow of funds into Ger-
many. Also, interest rates in the Euro-dollar market declined con-
siderably further despite some increase in early October in outstanding
Euro-dollar borrowings by U.S. banks.

During October the Treasury auctioned $5 billion of tax-anticipation
bills; on October 8 it auctioned a $2 billion issue due in April 1970, and
on October 23 a $3 billion issue due in June 1970. It was expected that
the Treasury would raise an additional $2 billion to $2.5 billion of new
cash later in the fourth quarter to meet further needs for funds.

Since early October interest rates on long-term securities had declined
considerably despite a continued heavy calendar of public offerings of
new corporate bonds and a marked increase in bond offerings by State
and local governments. To a large extent the declines reflected changing
expectations among market participants: The publication of certain eco-
nomic statistics—including the 4 per cent unemployment figure for Sep-
tember—and renewed hopes for peace in Vietnam had led to a growing
belief that the pacc of the economic expansion would slow in the months
ahead and that the pressures in financial markets would moderate. These
attitudes subsequently were tempered by new developments, and in
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recent days bond yields had retraced part of their earlier declines.

Most short-term interest rates also had declined on balance since early
October, and Treasury bill rates had been relatively stable despite the
Treasury’s two large bill offerings. The market rate on 3-month Treasury
bills was 6.99 per cent on the day before this meeting of the Committee,
compared with 6.94 per cent 3 weeks earlier.

System open market operations in the first part of the period since the
preceding meeting had been directed at moderating tendencies toward
undue tightness in the money market while maintaining the firm condi-
tions that had prevailed earlier. The tendencies toward easing that
emerged subsequently were not fully offset, because estimates for Oc-
tober of the bank credit proxy—daily-average member bank deposits—
that were prepared shortly after the middle of the month indicated a
significantly larger decline than had been projected at the time of the
previous meeting. However, the-objectives of operations were modified
only marginally, and near the close of the period—when new estimates
indicated that the proxy series was not so weak as it had appeared for a
time—operations were again directed at maintaining firm conditions.
Over the period as a whole the effective rate on Federal funds, while
fluctuating in a fairly wide range, averaged slightly more than 9 per cent
—little changed from the previous period. Member bank borrowings
averaged about $1.1 billion in the 3 weeks ending October 22, about the
same as in the preceding 4 weeks, but net borrowed reserves increased
somewhat as excess reserves declined.

The latest staff estimates suggested that the bank credit proxy was
declining on the average in October at an annual rate of 7 to 9 per cent.
It appeared that the total outstanding of funds obtained by banks from
“nondeposit” sources was increasing; Euro-dollar borrowings of U.S.
banks and funds obtained through sales of commercial paper by bank
affiliates, taken together, evidently were rising by more than enough to
offset further reductions in funds obtained by sales of loans to nonbank
customers under repurchase agreements. After adjustment for these de-
velopments the proxy series was estimated to be declining on the average
in October at an annual rate of 5.5 to 7.5 per cent. In the third quarter
as a whole the proxy series so adjusted had declined at an annual rate
of 4.3 per cent.

The money stock, which had changed little on balance in the third
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quarter, was now cstimated to be rising on the average in October at
an annual rate of 1 to 4 per cent. Both U.S. Government deposits and
total time and savings deposits were estimated to be declining—the latter
slightly faster than in September but much more slowly than in preceding
months. Net outflows of large-denomination CD’s had diminished
markedly in recent weeks, apparently in large part because of an increase
in foreign official deposits. There were rather sizable net outflows of
consumer-type time and savings funds at banks—and at nonbank thrift
institutions as well-—following quarterly interest crediting.

Staff projections suggested that, if prevailing conditions in money and
short-term credit markets were maintained, the average level of member
bank deposits would rise from October to November at an annual rate
of 5 to 8 per cent but would change little in December. All of the growth
anticipated for November reflected an expected rise in U.S. Government
deposits, in large part as a result of bank underwriting of the Treasury’s
bill financing in late October; private demand deposits and the money
stock were projected to remain about unchanged on the average in
November, and further declines in time and savings deposits appeared to
be in prospect. It seemed likely that therc would be some further net
increase in November in funds obtained from nondeposit sources, pri-
marily through sales of commercial paper by bank affiliates. After ad-
justment for such an increase, the proxy series was projected to rise at a
rate of 6 to 10 per cent from October to November.

The Committee agreed that no change in monetary policy would be
appropriate at this time. It was noted in the discussion that prices were
still rising rapidly and, despite the indications of further slowing in the
cconomic expansion, expectations of continued inflation remained wide-
spread. It was also noted that fiscal policy was likely to become less
restrictive in 1970, and some members cxpressed concern about the pos-
sibility that the shift in the stance of fiscal policy might be marked.

The Committee concluded that open market operations should be
directed at maintaining the prevailing firm conditions in money and
short-term credit markets, subject to the proviso that operations should
be modified if bank credit appeared to be deviating significantly from
current projections. A number of members expressed the view that oper-
ations should not be undertaken to resist tendencies toward lower interest
rates that might be produced by market forces.




The following current economic policy directive was issued to the
Federal Reserve Bank of New York:

The information reviewed at this meeting indicates that the pace
of expansion in real economic activity was sustained in the third
quarter by an acceleration of inventory investment, which about
offset a further slackening in growth of private final sales. Slower over-
all growth is projected for the fourth quarter, although some cross-
currents have been evident in the recent behavior of monthly
economic measures. Prices and costs are continuing to rise at a rapid
pace. Most market interest rates have declined considerably on
balance from their recent highs, in large part because of changing
expectations. In the third quarter, average monthly bank credit
declined and the money supply changed little; in October it appears
that bank credit is decreasing further on average but that the money
supply is growing somewhat. In recent weeks the net contraction of
outstanding large-denomination CD’s slowed markedly, apparently
reflecting mainly an increase in foreign official time deposits, but
flows of consumer-type time and savings funds at banks and nonbank
thrift institutions appear to have remained relatively weak. The U.S.
foreign trade surplus increased further in September, but the deficit
in the over-all balance of payments was still large on the liquidity
basis and even larger on the official settlements basis. The appreciation
of the German mark since the end of September, culminating in the
revaluation of the official parity, has led to a partial reversal of
speculative flows, and conditions in the Euro-dollar market have
eased. In light of the foregoing developments, it is the policy of the
Federal Open Market Committee to foster financial conditions con-
ducive to the reduction of inflationary pressures, with a view to en-
couraging sustainable economic growth and attaining reasonable
equilibrium in the country’s balance of payments.

To implement this policy, System open market operations until
the next meeting of the Committee shall be conducted with a view
to maintaining the prevailing firm conditions in money and short-
term credit markets; provided, however, that operations shall be
modified if bank credit appears to be deviating significantly from
current projections.

Votes for this action: Messrs. Martin, Hayes,
Bopp, Brimmer, Clay, Coldwell, Daane, Maisel,
Mitchell, Robertson, Scanlon, and Sherrill. Votes
against this action: None.
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Law Department

Statutes, regulations, interpretations, and decisions

STATE TAXATION OF NATIONAL BANKS

An Act of Congress approved December 24,
1969 (Public Law 91-156), expands the authority
of States to tax national banks. Effective January
1, 1972, a national bank will, for the purposes of
any State tax law, be treated as a bank organized
under the law of the State within which its principal
office is located. The Board is required to study the
probable consequences of the provision that will
become effective January 1, 1972, and to report the
results of its study to the Congress by December
31, 1970.

The text of the Act is as follows:

AN ACT

To clarify the liability of national banks for cer-
tain taxes.

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

§ 1. Temporary amendment of section 5219, Re-
vised Statutes

(a) Section 5219 of the Revised Statutes (12
U.S.C. 548) is amended by adding at the end
thereof the following:

“5. (a) In addition to the other methods of
taxation authorized by the foregoing provisions of
this section and subject to the limitations and re-
strictions specifically set forth in such provisions, a
State or political subdivision thereof may impose
any tax which is imposed generally on a nondis-
criminatory basis throughout the jurisdiction of
such State or political subdivision (other than a tax
on intangible personal property) on a national
bank having its principal office within such State in
the same manner and to the same extent as such
tax is imposed on a bank organized and existing
under the laws of such State.

“(b) Except as otherwise herein provided, the
legislature of each State may impose, and may
authorize any political subdivision thereof to im-
pose, the following taxes on a national bank not
having its principal office located within the juris-
diction of such State, if such taxes are imposed
generally throughout such jurisdiction on a nondis-
criminatory basis:

“(1) Sales taxes and use taxes complementary
thereto upon purchases, sales, and use within such
jurisdiction.

“(2) Taxes on real property or on the occu-
pancy of real property located within such juris-
diction,

“(3) Taxes (including documentary stamp
taxes) on the execution, delivery, or recordation of
documents within such jurisdiction.

“(4) Taxes on tangible personal property (not
including cash or currency) located within such
jurisdiction.

“(5) License, registration, transfer, excise, or
other fees or taxes imposed on the ownership, use,
or transfer of tangible personal property located
within such jurisdiction.

“(c) No sales tax or use tax complementary
thereto shall be imposed pursuant to this paragraph
5 upon purchases, sales, and use within the taxing
jurisdiction of tangible personal property which is
the subject matter of a written contract of purchase
entered into by a national bank prior to September
1, 1969.

“(d) As used in this paragraph 5, the term
‘State’ means any of the several States of the
United States, the District of Columbia, the Com-
monwealth of Puerto Rico, the Virgin Islands, and
Guam.”

(b) The amendment made by subsection (a) of
this section shall be effective from the date of en-
actment of this Act until the effective date of the
amendment made by section 2(a) of this Act.

§ 2. Permanent amendment of section 5219, Re-
vised Statutes

(a) Section 5219 of the Revised Statutes (12
U.S.C. 548) is amended to read:

“SEc. 5219. For the purposes of any tax law en-
acted under authority of the United States or any
State, a national bank shall be treated as a bank
organized and existing under the laws of the State
or other jurisdiction within which its prinicpal office
is located.”

(b) The amendment made by subsection (a)
hecomes effective on January 1, 1972,

§ 3. Saving provision
(a) Except as provided in subsection (b) of

137
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this section, prior to January 1, 1972, no tax may
be imposed on any class of banks by or under
authority of any State legislation in effect prior to
the enactment of this Act unless

(1) the tax was imposed on that class of banks
prior to the enactment of this Act, or

(2) the imposition of the tax is authorized by
affirmative action of the State legislature after the
enactment of this Act.

(b) The prohibition of subsection (a) of this
section does not apply to

(1) any sales tax or use tax complementary
thereto,

(2) any tax (including a documentary stamp
tax) on the execution, delivery, or recordation of
documents, or

(3) any tax on tangible personal property (not
including cash or currency), or for any license,
registration, transfer, excise or other fee or tax
imposed on the ownership, use or transfer of tan-
gible personal property,
imposed by a State which does not impose a tax,
or an increased rate of tax, in lieu thereof.

§ 4. Study by Board of Governors of the Federal
Reserve System

(a) The Board of Governors of the Federal Re-
serve System (hereinafter referred to as the
“Board”) shall make a study to determine the
probable impact on the banking systems and other
economic effects of the changes in existing law to
be made by section 2 of this Act governing income
taxes, intangible property taxes, so-called doing
business taxes, and any other similar taxes which
are or may be imposed on banks. In conducting
the study the Board shall consult with the Secretary
of the Treasury and appropriate State banking
and taxing authorities,

(b) The Board shall make a report of the results
of its study to the Congress not later than Decem-
ber 31, 1970. The report shall include the Board’s
recommendations as to what additional Federal
legislation, if any, may be needed to reconcile the
promotion of the economic efficiency of the bank-
ing systems of the Nation with the achievement of
effectiveness and local autonomy in meeting the
fiscal needs of the States and their political sub-
divisions.

INTEREST ON DEPOSITS

MAXIMUM RATES OF INTEREST
PAYABLE ON DEPOSITS
The Board of Governors, cffective January 21,
1970, amended the Supplement to Regulation Q,

“Interest on Deposits,” to change the maximum
rates of interest a member bank may pay on de-
posits. Specifically, the changes (1) raise from
4 to 4V per cent the maximum rate of interest a
member bank may pay on savings deposits, (2)
raise (i) from 5 to 52 the maximum rate on
single maturity time deposits of less than $100,000
with maturity of 1 year but less than 2 years and
(i) from S to 5% the maximum rate on such
deposits with a maturity of two years or more, and
(3) raise (i) from 6%4 to 72 per cent the maxi-
mum rate of interest on a single maturity time
deposit of $100,000 or more with maturity of 1
year and (ii) raise by 3 per cent the maximum
rate of interest on such a deposit with maturities
less than 1 year (30-59 days from 52 to 6%;
60-89 days from 5% to 6%2; 90-179 days from
6 to 6%, and 180 days to 1 year from 6V4 to 7).

The text of the amended Supplement reads as
follows:

SUPPLEMENT TO REGULATION Q
Effective January 21, 1970

SECTION 217.7—MAXIMUM RATES OF
INTEREST PAYABLE BY MEMBER BANKS
ON TIME AND SAVINGS DEPOSITS

Pursuant to the provisions of section 19 of the
Federal Reserve Act and § 217.3, the Board of
Governors of the Federal Reserve System hereby
prescribes the following maximum rates' of in-
terest per annum payable by member banks of the
Federal Reserve System on time and savings de-
posits:

(a) Single maturity time deposits.

(1) Deposits of $100,000 or more. No mem-
ber bank shall pay interest on any single maturity
time deposit of $100,000 or more at a rate in ex-
cess of the applicable rate under the following
schedule:

Maturity Maximum per cent
30-59 days 6'va
60-89 days 62
90-179 days 634
180 days or more but less

than | year 7
1 year or more 7V

! The limitations on rates of interest payable by member
banks of the Federal Reserve System on time and savings
deposits, as prescribed herein, are not applicable to any
deposit which is payable only at an office of a member bank
located outside the States of the United States and the Dis-
trict of Columbia.
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(2) Deposits of less than $100,000. No mem-
ber bank shall pay interest on any single maturity
time deposit of less than $100,000 at a rate in
excess of the applicable rate under the following
schedule:

Marurity Maximum per cent
30 days or more but less
than 1 year 5
1 year or more but less
than 2 years 52
2 years or more 5%

(b) Multiple maturity time deposits.

(1) Deposits payable at intervals of at least
90 days. No member bank shall pay interest at a
rate in excess of 5 per cent on a multiple maturity
time deposit that is payable only 90 days or more
after the date of deposit, or 90 days or more after
the last preceding date on which it might have
been paid.

(2) Deposits payable at intervals of less than
90 days, No member bank shall pay interest at a
rate in excess of 4%2 per cent on a multiple matu-
rity time deposit that is payable less than 90 days
after the date of deposit, or less than 90 days (but
at least 30 days) after the last preceding date on
which it might have been paid.

(c) Savings deposits. No member bank shall pay
interest at a rate in excess of 4% per cent on any
savings deposit.

FOREIGN TIME DEPOSITS

The Board of Governors, effective January 16,
1970, amended section 217.3(g) of Regulation Q
in order to make clear that only foreign national
governments and agencies thereof with national
jurisdiction are exempt from intcrest rate limita-
tions. The text of the amendment reads as follows:

AMENDMENT TO REGULATION Q

Effective January 16, 1970, section 217.3(g) is
amended to read as follows:

(g) Time deposits of foreign governmental en-
tities and international organizations, Section 217.7
does not apply to the rate of interest that may be
paid by a member bank on a time deposit having a
maturity of two years or less and representing
funds deposited and owned by (1) a foreign na-
tional government, or an agency or instrumentality
thereof * engaged principally in activities which are

5a Other than States, provinces, municipalities or other
regional or local governmental units, or agencies or instru-
mentalities thereof.

ordinarily performed in the United States by gov-
ernmental entities, (2) an international entity of
which the United States is a member, or (3) any
other foreign, intcrnational, or supranational entity
specifically designated by the Board as exempt from
§ 217.7. All certificates of deposit issued by mem-
ber banks to such entities on which the contract
rate of interest exceeds the maximum prescribed
under § 217.7 shall provide that (1) in the event
of transfer, the date of transfer, attested to in writ-
ing by the transferor, shall appear on the certificate,
and (2) the maximum rate limitations of § 217.7
in effect at the date of issuance of the certificate
shall apply to the certificate for any period during
which it is held by a person other than an entity
cexempt therefrom under the foregoing sentence.®
Upon the presentment of such a certificate for pay-
ment, the bank may pay the holder the contract
rate of interest on the deposit for the time that the
certificate was actually owned by an entity so
exempt.

INTERPRETATION OF REGULATION Q

FOREIGN, INTERNATIONAL, AND
SUPRANATIONAL ENTITIES EXEMPT
FROM INTEREST RATE LIMITATIONS

Pursuant to § 217.3(g)(3), the following en-
tities are hereby designated as exempt from §
217.7:

Europe

Bank for International Settlements
European Atomic Energy Community
European Coal and Steel Community
The European Communities
European Development Fund
European Economic Community
European Free Trade Association
European Fund

European Investment Bank

Latin America

Andean Development Corporation
Andean Subregional Group
Caribbean Development Bank

¢ A new certificate not maturing prior to the maturity date
of the original certificate may be issued by the member
bank to the transferee, in which event the original must be
retained by the bank. The new certificate may not provide
for interest after the date of transfer at a rate in excess of
the applicable maximum rate authorized by § 217.7 as of the
date of issuance of the original certificate.
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Caribbean Free Trade Association

Caribbean Regional Development Agency

Central American Bank for Economic Integration

The Central American Institute for Industrial Re-
search and Technology

Central American Monetary Stabilization Fund

East Caribbean Common Market

Latin American Free Trade Association

Organization for Central American States

Permanent Secretariat of the Central American
General Treaty of Economic Integration

River Plate Basin Commission

Africa

African Development Bank

Banque Centrale des Etats de I’Afrique de 'Ouest

Banque Centrale des Etats de I'Afrique Equa-
torial et du Cameroun

Conseil de ’Entente

East African Community

Organisation Commune Africaine et Malagache

Organization of African Unity '

Union des Etats de I’ Afrique Centrale

Union Douaniere et Economique de P’Afrique
Centrale

Union Douaniere des Etats de I'Afrique de
I"Ouest

Asia
Asia and Pacific Council
Association of Southeast Asian Nations
Bank of Taiwan
Korea Exchange Bank

Middle East

Central Treaty Organization
Regional Cooperation for Development

INTERPRETATION OF REGULATIONS D AND Q

DEPOSITS IN FORBIGN BRANCHES
GUARANTEED BY DOMESTIC OFFICE
OF MEMBER BANK

In accepting deposits at branches abroad, some
member banks are reported to have entered into
agreements from time to time with depositors that
in effect guarantee payment of such deposits in
the United States if the foreign branch is pre-
cluded from making payment. The question has
arisen whether such deposits are subject to Parts
204 and 217 (Regulations D and Q), and this
interpretation is intended as a clarification.

Section 19 of the Federal Reserve Act provides
that the limitations prescribed therein on rates of
interest paid on deposits are not applicable to de-
posits of a member bank “payable only at an office
thereof located outside of the States of the United
States and the District of Columbia” (12 U.S.C.
371a). The Board ruled in 1918 that the require-
ments of section 19 as to reserves to be carried by
member banks also do not apply to foreign
branches (1918 Federal Reserve BULLETIN 1123).

In the Board’s judgment, the applicability of
these exemptions from Regulation Q and Regula-
tion D is limited to deposits in foreign branches as
to which the depositor is entitled, under his agree-
ment with the bank, to demand payment only out-
side the United States, regardless of special circum-
stances. Said exemptions are intended principally to
enable foreign branches of U.S. banks to compete
on a more nearly equal basis with other banks in
foreign countries in accordance with the laws and
regulations of those countries. A customer who
makes a deposit that is payable solely at a foreign
branch assumes whatever risk may exist that the
foreign country might impose restrictions on with-
drawals. When payment of a deposit in a foreign
branch is guaranteed by a promise of payment at a
banking office in the United States if not paid at
the foreign office, the depositor no longer assumes
such risk, but enjoys substantially the same rights
as if the deposit had been made in a U.S. office
of the bank. To assure the effectiveness of Regu-
lations D and Q and to prevent evasions thereof, the
Board considers that such guaranteed foreign-branch
deposits must be subject to those regulations.

Accordingly, a deposit in a foreign branch of a
member bank that is guaranteed by a domestic
office is subject to the interest rate limitations and
reserve percentages of Regulations Q and D the
same as if the deposit had been made in the do-
mestic office.

This interpretation is not designed in any respect
to prevent the head office of a U.S. bank from
repaying borrowings from, making advances to, or
supplying capital funds to its foreign branches.

RULES REGARDING DELEGATION OF
AUTHORITY

The Board of Governors, effective February 3,
1970, amended several of its Rules Regarding
Delegation of Authority mainly to expand the au-
thority of delegees to take action on behalf of the
Board in certain areas. The text of the amend-
ments reads as follows:
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AMENDMENT

Effective February 3, 1970, the Board’s Rules
Regarding Delegation of Authority are amended
as follows:

1. Section 265.1a(a) and (b) is amended to
read:

SECTION 265.1a—SPECIFIC FUNCTIONS
DELEGATED TO BOARD MEMBERS

Any Board member designated by the Chairman
is authorized under sections 25 and 25(a) of the
Federal Reserve Act and Parts 211 and 213 of this
chapter (Regulations K and M):

(a) To approve the establishment, directly or
indirectly, of a foreign branch or agency by a
member bank or corporation organized under sec-
tion 25(a) (an “Edge” corporation) or operating
under an agreement with the Board pursuant to
section 25 (an “Agreement” corporation) which
has already established, or has been authorized to
establish, branches in two or more foreign coun-
tries.

(b) To grant specific consent to stock acquisi-
tions, either directly or indirectly, by a member
bank or an Edge or Agreement corporation (and
to approve such acquisitions which may exceed the
limitations in section 25(a) based on such a cor-
poration’s capital and surplus) not resulting in the
acquisition, either directly or indirectly, by such
bank or corporation of effective control of any
foreign company (other than a company perform-
ing nominee, fiduciary, or other banking services
incidental to the activities of a foreign branch
or affiliate of such bank or corporation).

2. Section 265.2 is amended by (i) adding para-
graphs (b)(4), (c¢)(14), (15), and (16), (f) (18),
and (g), and (ii) revising paragraphs (a), (c)
(10), (d)(3), and (f)(1), (2), and (7), as set
forth below:

. SECTION 265.2—SPECIFIC FUNCTIONS
DELEGATED TO BOARD EMPLOYEES AND
FEDERAL RESERVE BANKS.

(a) The Secretary of the Board (or, in his ab-
sence, the Acting Secretary) is authorized, under
the provisions of part 261 of this chapter, to make
available, upon request, information in the records
of the Board.

(b) The General Counsel of the Board (or, in

his absence, the Acting General Counsel) is au-
thorized:

Ed B #* * £

(4) Under the provisions of section 4(c)(8) of
the Bank Holding Company Act (12 U.S.C. 1843
(c) (8)) and § 222.4(a) of this chapter (Regula-
tion Y), to issue an order for a hearing to be
conducted for the purpose of determining whether
a company engaged in activities of a financial,
fiduciary, or insurance nature falls within the ex-
emption described therein permitting retention or
acquisition of control thereof by a bank holding
company.

# # * & ES

(c) The Director of the Division of Supervi-
sion and Regulation (or, in his absence, the Acting
Director) is authorized:

* * * # *

(10) To exercise the functions described in sub-
paragraph (4) of paragraph (f) of this section in
cases in which the conditions specified therein as
prerequisites to exercise of such functions by the
Federal Reserve Banks are not present or in which,
even though such conditions are present, the ap-
propriate Federal Reserve Bank considers that
nevertheless it should not take action on the mem-
ber bank’s request, and to exercise the functions
described in subparagraphs (1), (2), and (7) of
paragraph (f) of this section in cases in which the
appropriate Federal Reserve Bank considers that
it should not take action to approve the member
bank’s request.

# " ® * *

(14) Under the provisions of the seventh para-
graph of section 25 of the Federal Reserve Act
(12 U.S.C. 602), to require submission of a report
of condition respecting any foreign bank in which
a member bank holds stock acquired under the
provisions of § 213.4 of this chapter (Regulation
M).

(15) Under the twelfth paragraph of section 13
of the Federal Reserve Act (39 Stat. 754) and
§ 203.2 of this chapter (Regulation C), to permit
any member bank to accept drafts or bills of ex-
change drawn upon it for the purpose of fur-
nishing dollar exchange.

(16) Under the provisions of section 4(b) of
the Federal Deposit Insurance Act (12 U.S.C.
1814(b)), to certify to the Federal Deposit In-
surance Corporation that, with respect to the ad-
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mission of a State-chartered bank to Federal Re-
serve membership, the factors specified in section
6 of that Act (12 U.S.C. 1816) were considered.

* * * * *

(d) The Director of the Division of Federal
Reserve Bank Operations (or, in his absence, the
Acting Director) is authorized:

* # * * "

(3) Under the provisions of section 19(b) of
the Federal Reserve Act (12 U.S.C. 461) and
§ 204.2(a) (2) of this chapter (Regulation D), to
permit a member bank in a reserve city to main-
tain reserves at the ratios prescribed for banks not
in reserve cities, provided such bank holds demand
deposits of not more more than $25 million, or,
demand deposits less than the amount of demand
deposits of the largest bank in the city that is per-
mitted to maintain reserves at such lower ratio,
whichever is larger, giving consideration to fac-
tors such as the amount of the bank’s resources,
total deposits, demand deposits, demand deposits
owing to banks, types of depositors and borrowers,
turnover of demand deposits, geographical location
within the city, and competitive position with rela-
tion to other banks in the city.

e *® * * *

(f) Each Federal Reserve Bank is authorized,
as to member banks or other indicated organiza-
tions headquartered in its district:

(1) Under the provisions of the third paragraph
of section 9 of the Federal Reserve Act (12 U.S.C.
321), section 5155 of the Revised Statutes (12
U.S.C. 36), and § 208.8 of this chapter (Regula-
tion H), to approve the establishment by a State
member bank of a domestic branch if the proposed
branch has been approved by the appropriate State
authority and if the Reserve Bank is satisfied that
approval is warranted after giving consideration to:

(i) the bank’s capitalization in relation to the
character and condition of its assets and to its de-
posit liabilities and other corporate responsibilities,
including the volume of its risk assets and of its
marginal and inferior quality assets, all considered
in relation to the strength of its management;

(ii) the ability of bank’s management to cope
successfully with existing or foreseeable problems,
and to staff the proposed branch without any sig-
nificant deterioration in the overall management
situation;

(iii) the convenience and needs of the com-
munity;

(iv) the competitive situation (either actual or
potential ) ;

(v) the prospects for profitable operations of
the proposed branch within a reasonable time, and
the ability of the bank to sustain the operational
losses of the proposed branch until it becomes
profitable; and

(vi) the reasonableness of bank’s investment in
bank premises after the expenditure for the pro-
posed branch.

(2) Under the provisions of the sixth para-
graph of section 9 of the Federal Reserve Act
(12 U.S.C. 324) and the provisions of section 5199
of the Revised Statutes (12 U.S.C. 60), to permit
a State member bank to declare dividends in ex-
cess of net profits for the calendar year combined
with the retained net profits of the preceding two
years, less any required transfers to surplus or a
fund for the retirement of any preferred stock, if
the Reserve Bank is satisfied that approval is war-
ranted after giving consideration to:

(i) the bank’s capitalization in relation to the
character and condition of its assets and to its de-
posit liabilities and other corporate responsibilities,
including the volume of its risk assets and of its
marginal and inferior quality assets, all considered
in relation to the strength of its management; and

(ii) the bank’s capitalization after payment of
the proposed dividened.

* ® * * s

(7) Under the provisions of section 24A of the
Federal Reserve Act (12 U.S.C. 371d), to permit
a State member bank to invest in bank premises in
an amount in excess of its capital stock, if the Re-
serve Bank is satisfied that approval is warranted
after giving consideration to:

(i) the bank’s capitalization in relation to the
character and condition of its assets and to its de-
posit liabilities and other corporate responsibilities,
including the volume of its risk assets and of its
marginal and inferior quality assets, all considered
in relation to the strength of its management; and
provided that

(ii) upon completion of the proposed invest-
ment, the bank’s aggregate investment (direct and
indirect) in bank premises plus the indebtedness of
any wholly-owned bank premises subsidiary will not
exceed 40 per cent of its total capital funds (includ-
ing capital notes and debentures) plus reserves other
than valuation reserves.

L3 & * sk sk

(18) Under the provisions of the second para-
graph of section 25(a) of the Federal Reserve Act
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(12 U.S.C. 612) and § 211.3 of this chapter (Reg-
ulation K), to approve amendments to the Articles
of Association of any “Edge Act” corporation to
reflect the following: (i) any increase in the capital
stock of such corporation where all additional
shares are to be acquired by existing shareholders;
(i) any change in the location of the home office
of such corporation within the city where such cor-
poration is presently located; and (iii) any change
in the number of members of the Board of Direc-
tors of such corporation.

(g) The Director of the Division of Interna-
tional Finance (or, in his absence, the Acting Di-
rector) is authorized, under the provisions of the
sixth paragraph of section 14 of the Federal Re-
serve Act (12 U.S.C. 358) to approve the estab-
lishment of foreign accounts with the Federal Re-
serve Bank of New York.

TRUTH (N LENDING
INTERPRETATIONS OF REGULATION Z

The Board of Governors has revised certain of its
interpretations of Regulation Z to read as follows:

PREMIUMS FOR VENDOR'S SINGLE
INTEREST INSURANCE REQUIRED
BY CREDITOR

The question arises whether charges or premiums
for single interest insurance (Vendor’s Single In-
terest Insurance) written in connection with a
credit transaction may be excluded from the finance
charge under § 226.4(a)(6) if the insurer waives
subrogation.

If the insurer waives all right of subrogation
against the customer in a single interest policy of
insurance against loss of or damage to property
(which may include coverage for skip, conceal-
ment, conversion, and embezzlement) written in
connection with a credit transaction, and the credi-
tor complies with the requirements of § 226.4(a)
(6), charges or premiums for such insurance may
be excluded from the amount of the finance charge
on that transaction. However, if the insurer does
not so waive subrogation in such policy of insur-
ance, the charges or premiums shall be included in
the finance charge.

Nore.—For earlier interpretation, see August 1969
BULLETIN, page 659.

RENEWALS OF NOTES

Any renewal of an extension of credit providing
for payment of the full principal sum on a specified

date shall not be considered a refinancing under
§ 226.8(j), and no disclosures need be made in
connection with such renewal, provided:

(1) All disclosures required under this Part
were made in connection with the original exten-
sion of credit or a prior rencwal thereof;

(2) The amount of the renewal does not exceed
the amount of the unpaid balance plus any accrued
and unpaid finance charge;

(3) The annual percentage rate (or rates) pre-
viously disclosed is not increased; and

(4) The period for which renewal is made does
not exceed by more than 4 days the period of the
cxtension of credit for which disclosures were
made.

In instances in which disclosures are required to
be made and renewal is made by mail, the creditor
may not know whether the customer will reduce
his obligation by a payment on principal or, if re-
duced, the amount of that reduction. The question
arises as to what disclosures should be made by
mail to the customer in these circumstances.

If the creditor knows the amount of the princi-
pal payment, all disclosures should be made on the
basis of the resulting new amount financed. Tf,
however, the creditor does not know whether the
customer will reduce his original obligation, or
if so, by how much, he should disclose on the as-
sumption that there will be no reduction. In such
circumstances, at the creditor’s option, he may make
one or more additional disclosures based on one
or more examples of graduated principal reduc-
tion. For example, if a single payment note for
$1,000 at 7% is proposed to be renewed for $1,000
at 8% for 3 months, in addition to the other re-
quired disclosures, the creditor should disclose an
amount financed of $1,000 with a finance charge
of $20, and may, in addition, disclose that with a
principal payment of $300 the amount financed
would be $700 with a finance charge of $14, and
with a principal payment of $500 the amount
financed would be $500 with a finance charge of
$10.

Note.—For earlier interpretation, see August 1969 BULLE-
TIN, page 660.

REFINANCING AND INCREASING—
DISCLOSURES AND EFFECTS ON THE
RIGHT OF RESCISSION

In some cases the creditor of an obligation will
refinance that obligation at the request of a cus-
tomer by permitting the customer to execute a
new note, contract, or other document evidencing
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the transaction under the terms of which one or
more of the original credit terms, including the
maturity date of the obligation, are changed. Ex-
cept as provided in § 226.811 such refinancing
constitutes a new transaction, and all disclosures
required under § 226.8 must be made. The ques-
tion arises as to whether that transaction is subject
to the right of rescission under § 226.9 where the
obligation is already secured by a security interest
in real property which is used or expected to be
used as the principal residence of that customer.

If the amount of such new transaction does not
exceed the amount of the unpaid balance plus any
accrued and unpaid finance charge on the existing
obligation, §226.9 does not apply to the transaction.

If, however, such new transaction is for an in-
creased amount, that is, for an amount in excess of
the amount of the unpaid balance plus any accrued
and unpaid finance charge on the existing obliga-
tion, § 226.9 applies to the transaction. However,
such right of rescission applies only to such excess
and does not affect the existing obligation (or
related security interest) for the unpaid balance
plus accrued unpaid finance charge.

If a transaction is refinanced by a creditor other
than the creditor of the existing obligation, the en-
tire transaction is subject to § 226.9.

NoTte.—For earlier interpretation, see July 1969 BuiLLE-
TIN, page 610.

The Board of Governors has added the follow-
ing interpretations of Regulation Z:

CREDIT FOR BUSINESS OR COMMERCIAL
PURPOSES—MORE THAN 4-FAMILY
UNITS

Under § 226.3(a), extensions of credit for busi-
ness or commercial purposes, other than agricul-
tural purposes, are not subject to Regulation Z.
The question arises as to whether an extension
of credit relating to a dwelling (as defined in
§ 226.2(p)) which contains more than 4-family
housing units is an extension of credit for business
or commercial purposes.

Credit extended to an owner of a dwelling con-
taining more than 4-family housing units for the
purpose of acquiring, financing, refinancing, im-
proving, or maintaining that dwelling is an exten-
sion of credit for business or commercial purposes.

' The language in italics was inserted to conform this
interpretation to interpretation § 226811, as amended.
[Section 226.811 is entitled “Renewals of Notes” and is
printed on page 143 of this BULLETIN.]

DISCLOSURES ON MULTIPLE ADVANCE
LOANS

In connection with construction and other mul-
tiple advance loans under § 226.8(i), which are
payable in a single sum or permanently financed by
the same creditor at maturity of the construction
phase with interest only payable up to such ma-
turity, and in which either the amount or date of
an advance is not determinable, the question arises
whether a method might be utilized to estimate the
information to be disclosed under § 226.8(b)(2)
and (3) and (d)(3).

In such cases, at the creditor’s option, required
information may be estimated and disclosed as
follows:

(1) The following mathematical equations based
upon assumed continuous advances may be utilized
in estimating the amount of the interest component
of the finance charge and the annual percentage
rate by substituting the appropriate numerical
amounts for the following symbols in the equa-
tions:

(i) Symbols:
L = Amount of loan commitment.
r = Stated annual interest rate expressed as a
decimal figure.
n = Number of interest payments to be made

to maturity.
m = Number of interest periods (unit-peri-
ods) in 1 year.

P = Total amount of any prepaid finance
charge under § 226.8(e).
B = Amount of any required deposit balance

under § 226.8(¢).
(ii) If interest is computed from the date of each
advance on only the amounts advanced:

. __nrL 4 2mP )
Estimated annual percentage rate — n(L — 2P —2B)
Estimated interest finance charge — %nli

(iii) If interest is computed on the full amount
of the commitment without regard for the dates of
disbursements or actual amounts disbursed:

. 2nrL + 2mP
Estimated annual percentage rate = n(L — 2P _3B)
Estimated interest finance charge = Pg-‘

(2) If the equations under subdivision (ii) of
subparagraph (1) are utilized, the amounts of any
required interest payments during the construction
phase may be omitted in making the disclosures re-
quired under § 226.8(b)(3); however, if the equa-
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tions under subdivision (iii) of subparagraph (1)
are utilized, then the amount of each scheduled in-
terest payment shall be disclosed as required under
§ 226.8(b) (3).

(3) In the case of a combination construction
loan and permancnt financing provided by the same
creditor:

(i) The amount of interest finance charge to be
paid prior to the due date of the first amortization
payment shall be estimated as prescribed under sub-
divisions (ii) or (iii) of subparagraph (1) as the
case may be and shall be treated as prepaid finance
charge for computational purposes; and

(ii) Estimation of the annual percentage rate
shall be made without regard to the number of in-
terest only payments to be made, assuming the first
payment period to be that interval between the date
the finance charge begins to accruc and the date the
first amortization payment is due.

4. Disclosures made in accordance with this in-
terpretation, when made along with the other dis-
closures required under § 226.8(b) and (d), shall
constitute “all other material disclosures required
under this Part” referred to under § 226.9(a):

Example 1

A $20,000 construction loan commitment on
which the precise dates or amounts of advances are
not determinable. The obligation bears a stated 6%
interest rate and interest is to be paid monthly on
the amounts advanced, and the total of the amounts
advanced under the commitment plus any unpaid
interest is due and payable at the end of nine
months from the date the finance charge begins to
accrue. There is a loan fee of 1% ($200), but there
is no required deposit balance. Substituting these
terms for the symbols, the equations become:

(9 X< .06 X 20,000)4-(2 X 12 X 200)

9 X [(20,000 -~ (2 X 200)]
.0884 or 8.84% or 8% %
estimated annual percentage rate.

9 X .06 X 20,000 450 or $450 estimated in-

T T 2X12  terest finance charge com-
ponent of the finance
charge.

If the terms stated in the example were changed
so that interest would be computed on the full
amount of the commitment from the date the
finance charge begins to accrue without regard for
the dates of disbursements or actual amounts of
funds disbursed, the equations under (iii) above
become:

"~ 9 X [(20,000 — (2 X 200)]
1497 or 14.97% or 15% estimated annual per-
centage rate.
9 % .06 X 20,000 900 or $900 estimated in-
o 12 "~ terest finance charge com-
ponent of the finance
charge. This interest would
be payable in 9 monthly
payments of $100 each.

(2 X 9 X .06 X 20,000)+(2 X 12 X 200)

Example II

A $20,000 construction loan followed by perma-
nent financing in same amount. Six per cent in-
terest. One point loan fee. Nine months to maturity
of construction phase. Nine monthly payments of
interest only during construction phase. Twenty-
year maturity on permanent financing to be amor-
tized in 240 equal monthly payments including in-
terest and principal.

From mortgage amortization tables:

Amortization of a $20,000 6% 20-year loan in

240 equal monthly payments including interest

and principal requires each monthly payment to

be $143.29,

Total of 240 payments = 240 X

$143.29 = $34,389.60
Subtract amount of lean principal $20,000.00
Interest finance charge on perma-
nent financing $14,389.60
Add: Estimated interest finance
charge on construction
phase (pursuant to sub-
division (ii)) 450.00
Add: Loan fee 1 point 200.00
Estimated finance charge $15,039.60

(If the interest on the construction phase is com-
puted on the full amount of the commitment for the
full time to maturity without regard for the dates of
disbursements or actual amounts disbursed pursu-
ant to subdivision (iii), the estimated interest
finance charge for the construction phase would be
$900.00 which would result in a total estimated
finance charge of $15,489.60.)

Loan fee ! point prepaid finance

charge $  200.00
For computational purposes con-
sider interest to be paid on con-
struction phase as prepaid (not to
be disclosed as prepaid). $ 450.00
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Total amount treated as prepaid
finance charge for computational

purposes $ 650.00

Computational  Disclosure
Purposes Purposes

Amount of loan $20,000 $20,000

Deduct total of esti-

mated finance charge

treated as prepaid $ 650

Deduct actual amount

of prepaid finance

charge — $ 200

Estimated amount fi-

nanced for computa-

tional purposes $19,350

Amount financed to

be disclosed $19,800

Adjust first payment period (period of construc-
tion loan plus period from maturity date of con-
struction loan to due date of first amortization pay-
ment) by dividing the period of the construction
loan by 2 and adding the period of time between
the maturity date of the construction loan and the
date the first amortization payment is due.

9 months divided by 2 = 4%2 months plus 1

month = 5% months

From Appendix A (Page A2) of Volume I of
the Board’s Annual Percentage Rate Tables, read
across to 5 months and on the line below opposite
15 days (Y2 month) read -}- 9.0. This adjustment
should be added to the number of regular amorti-
zation payments to determine the number of pay-
ments in utilizing the Annual Percentage Rate
Tables:

240 monthly payments | adjustment 9.0 = 249
Following the directions on Page 1 of Volume I:
Estimated finance charge $15,039.60 X 100 =
$1,503,960 which should be divided by the esti-
mated amount financed for computational pur-
poses:

$1,503,960 — 19,350 = $77.72 estimated fi-
nance charge per $100 of estimated amount fi-
nanced for computational purposes.

Refer to page 309M of Volume I, read down
number of payments column to 249; read across to
78.71 (which is nearest to $77.72 computed
above), and read up to 6.25% which is the esti-
mated annual percentage rate to be disclosed.

In the example where the interest on the con-
struction phase is computed on the full amount of

the commitment without regard for the dates of
advances or actual amounts advanced, the estimated
finance charge per $100 of amount financed is
$81.96. On page 309M of Volume I, read down to
the 249th payment line and across to $82.39 which
is the nearest amount to $81.96, and read up to
6.50% which is the estimated annual percentage
rate to be disclosed.

PREMIUMS FOR INSURANCE ADDED TO
AN EXISTING BALANCE

Subsequent to the consummation of a consumer
credit transaction the customer may wish to pur-
chase optional insurance in connection with the
obligation. Typically, mortgage life and disability
insurance may be offered to the customer at some
date after consummation under a plan in which the
lender will advance the amount of the premium
due and add that amount to the existing unpaid
balance of the obligation. Generally, each instal-
ment on the original obligation paid during the
period before the next premium is due will be in-
creased proportionately to liquidate the amount of
the additional advance plus any finance charge.
Additional advances are made automatically for
renewal premiums as they become due unless the
borrower requests discontinuance of the coverage.
The question arises as to the required disclosures,

In such cases the insurance agreement may be
considered a single separate transaction, and the
disclosures required under § 226.8, at the creditor’s
option, need be made only prior to the time the
agreement is executed and only with respect to the
amount of the initial advance. For example, a mort-
gage life and disability insurance plan in which the
annual premium advanced was $145 repayable in
12 monthly instalments of $12.61 added to the
regular monthly mortgage payments would be dis-
closed as an “amount financed” of $145, a “finance
charge” of $6.32, and a “total of payments” of
$151.32, Additional disclosures as applicable under
§ 226.8 would, of course, be made. If, as in some
cases, only a portion of the advance is liquidated
during the premium period with the remainder pay-
able at the end of the mortgage contract, the credi-
tor would likewise calculate the amount of finance
charge which would accrue on the advance until
paid in full.

In some cases the advance is secured by a secu-
rity interest in real property which is used or ex-
pected to be used as the principal residence of the
customer. In those cases the premium advance
agreement is rescindable under § 226.9, and notice
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of the right of rescission provided in § 226.9(b)
need only be given at the time the agreement is
executed. Subsequent advances for renewal pre-
miums are not subject to the right of rescission.

DISCLOSURE FOR DEMAND LOANS

Section 226.8(b) (3) requires a creditor to dis-
close the number, amount and due dates or periods
of payments scheduled to repay an extension of
credit other than open end and, in appropriate
cases, the total of payments. The question arises as
to how these requirements should be met in the
case of demand loans.

Section 226.4(g) provides that for the purpose
of calculating the finance charge and annual per-
centage rate, demand loans are considered to have
a one-half year maturity unless the obligation is
alternatively payable upon a stated maturity, in
which case the stated maturity shall be used.

In order to comply with the requirements of
§ 266.8(b)(3), if no alternative maturity date is
specified, the creditor need disclose only the due
dates or periods of payments of all scheduled in-
terest payments for the first one-half year. In such
cases, the creditor need not disclose the number,
amounts or total of payments or identify any bal-
loon payment. Effective May 1, 1970, creditors
shall disclose the fact that the obligation is payable
on demand.

If an alternative maturity date is specified, all
disclosures required under § 226.8(b) (3) shall be
made, using that date.

MORTGAGES WITH DEMAND FEATURES

In some cases real estate mortgages are written
for a stated period, for example one year, with the
provision that they shall be payable on demand after
expiration of that period, provided that until such
demand is made the principal and interest shall be
paid in scheduled periodic instalments until paid in
full. The obligation is thus payable according to a
specified amortization schedule subject to the hold-
er's right to demand payment after the stated
period.

The question arises whether the creditor may
make disclosures based on the specified amortiza-
tion schedule or whether disclosures must be made
on the basis of the maturity established by the ex-
piration of the stated period.

In such cases the creditor may make disclosures
based on the specified amortization schedule, pro-
vided he discloses clearly and conspicuously that the

obligation is payable on demand after the stated
period together with the fact that disclosures are
made on the basis of the specified amortization
schedule. Otherwise, disclosures shall be based upon
the earliest date demand for payment in full may
be made under the terms of the mortgage showing
the unpaid balance due at that time as a “balloon
payment.”

The disclosure requirements of this interpretation
shall become effective May 1, 1970.

ORDERS UNDER BANK MERGER ACT

THE PEOPLES-LIBERTY BANK AND
TRUST COMPANY

In the matter of the application of The Peoples-
Liberty Bank and Trust Company for approval of
merger with Bank of Independence.

ORDER APPROVING MERGER OF BANKS

There has come before the Board of Governors,
pursuant to the Bank Merger Act (12 U.S.C.
1828(c)), an application by The Peoples-Liberty
Bank and Trust Company, Covington, Kentucky, a
State member bank of the Federal Reserve Sys-
tem, for the Board’s prior approval of the merger
of that bank and Bank of Independence, Independ-
ence, Kentucky, under the charter and name of The
Peoples-Liberty Bank and Trust Company. As an
incident to the merger, the two offices of Bank of
Independence would become branches of the result-
ing bank. Notice of the proposed merger, in form
approved by the Board, has been published pursu-
ant to said Act,

Upon consideration of all relevant material in the
light of the factors set forth in said Act, including
reports furnished by the Comptroller of the Cur-
rency, the Federal Deposit Insurance Corporation,
and the Attorney General on the competitive fac-
tors involved in the proposed merger,

IT 1s HEREBY ORDERED, for the reasons set forth
in the Board’s Statement of this date, that said ap-
plication 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 the date
of this Order unless such period is extended for
good cause by the Board or by the Federal Reserve
Bank of Cleveland pursuant to delegated authority.

Dated at Washington, D.C. this 13th day of Jan-
uary 1970.
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By order of the Board of Governors.

Voting for this action: Governors Robertson, Mit-
chell, Daane, Maisel, and Brimmer. Absent and not
voting: Chairman Martin and Governor Sherrill.

(Signed) KENNETH A. KENYON,
Deputy Secretary.

[SEAL]

STATEMENT

The Peoples-Liberty Bank and Trust Company,
Covington, Kentucky (“Peoples Bank”), with total
deposits of $36.7 million, has applied pursuant to
the Bank Merger Act (12 U.S.C. 1828(c)), for the
Board’s prior approval of the merger of that bank
with the Bank of Independence, Independence,
Kentucky (“Other Bank”), which has deposits of
$5.2 million.' The banks would merge under the
charter and name of Peoples Bank, which is a mem-
ber of the Federal Reserve System. As an incident
to the merger, the two offices of Other Bank would
become branches of Peoples Bank, increasing the
number of its offices to six.

Competition. All of the offices of both of the
banks are in Kenton County, Kentucky (population
of about 127,000), a part of the Cincinnati, Ohio,
Metropolitan area. Covington, the location of Peo-
ples Bank’s head office and two branches, has a
population of about 60,000 and is situated directly
across the Ohio River from Cincinnati. The bank’s
other branch is southwest of Covington in Elsmere,
near the boundary between Kenton and Boone
Counties.

Independence, the location of Other Bank’s main
office, has a population of about 500 and is situated
about 12% miles south of Covington. The bank’s
only branch is at Taylor Mill, a community 3 miles
northeast of Independence.

The nearest offices of peoples Bank and Other
Bank are about seven miles apart. There is no over-
lap of the Independence-Taylor Mill area served by
Other Bank and the Kentucky area served by Peo-
ples Bank, which constitutes a corridor across
northern Kenton County extending eastward into
Campbell County and into Boone County on the
west. Between the nearest offices of Peoples Bank
and Other Bank are offices of other banks, includ-
ing two branches of The First National Bank of
Covington, which is second in size to Peoples Bank
in the three-county area. There is little, if any,
direct competition existing between Peoples Bank
and Other Bank.

* Figures are as of June 30, 1969,

Under Kentucky law, a bank may establish de
novo branches only within the county in which its
head office is located, except that it may not estab-
lish a branch in a community where another bank
has its main office. An application by Peoples Bank
to establish a branch in a shopping center not far
from Independence and Taylor Mill was approved
by the Kentucky Commissioner of Banks who,
however, has advised that such approval will be
withdrawn if the proposed merger is consummated.
It is understood that an application for a branch at
that location has now been made by The Covington
Trust and Banking Company, Covington, Kentucky
(deposits about $15.8 million),

In terms of deposits, Peoples Bank is the largest
of the 23 banks located in the three northern Ken-
tucky counties of Kenton, Boone and Campbell.
Consummation of the proposal would increase Peo-
ples Bank’s share of the total deposits of these banks
from about 18 per cent to 21 per cent. Important
competition in the northern Kentucky area, how-
ever, would continue to be provided by The First
National Bank and Trust Company of Covington
(deposits about $28 million), and by two nearby
banks in the area of Campbell County contiguous
to Kenton County, i.e., the Fort Thomas-Bellevue
Bank, Fort Thomas, and The Newport National
Bank, Newport, with deposits, respectively, of
about $23 million and $22.5 million.

The three northern Kentucky counties are within
the Cincinnati metropolitan area. Cincinnati has been
a predominating influence with respect to the three
counties, due not only to its proximity but to its
labor opportunities. Approximately 60 per cent of
the employable work force in the northern Ken-
tucky area is said to commute to Cincinnati.
Definite inter-action occurs between banks in Cin-
cinnati and banks in the three northern Kentucky
counties, and the Cincinnati banks provide im-
portant competition to the banks headquartered in
the counties. Including the five Cincinnati banks
having deposits ranging from $78 million to $582
million with the 23 banks located within the three
northern Kentucky counties, the bank resulting
from the proposed merger would have only about
2 per cent of the total deposits held by the 28
institutions. Thus, while the proposal, if consum-
mated, would result in some further concentration
of resources in the largest northern Kentucky bank,
when viewed realistically in the light of the relation-
ship of that area to Cincinnati, it would have no
more than a slightly adverse effect on competition.

Financial and managerial resources and pros-
pects. The banking factors with respect to each of



LAW DEPARTMENT

149

the banks proposing to merge are satisfactory, as
they would be with respect to the resulting bank.

Convenience and needs of the communities. The
effect of the merger on banking convenience and
needs would be limited to the area south of Coving-
ton served by Other Bank, which has been operated
unaggressively as a small, rural bank. With the com-
pletion of Interstate Route 75 southward from
the Covington area, and the scheduled construction
of a Cincinnati beltway which would bisect the
area served by Other Bank, it is anticipated that
there will be substantially increased development in
the area and need for banking services beyond the
ability of Other Bank. The entry of Peoples Bank
into the area would aid materially in this expected
growth and, in the meantime, would provide bank-
ing services not presently available at offices of
Other Bank.

Summary and conclusions. The proposed merger
would benefit the present and expected banking
needs and convenience in the area served by Other
Bank. In the Board’s judgment, these benefits would
offset the slightly adverse effect of the proposal on
banking competition.

Accordingly, the Board concludes that the appli-
cation should be approved.

THE SAVINGS AND TRUST COMPANY
OF INDIANA

In the matter of the application of the Savings
& Trust Company of Indiana for approval of mer-
ger with Farmers’ & Miners’ Trust Company.

ORDER APPROVING MERGER OF BANKS

There has come before the Board of Governors,
pursuant to the Bank Merger Act (12 U.S.C. 1828
(c)), an application by The Savings & Trust Com-
pany of Indiana, Indiana, Pennsylvania, a State
member bank of the Federal Reserve System, for
the Board’s prior approval of the merger of that
bank and Farmers’ & Miners’ Trust Company,
Punxsutawney, Pennsylvania, under the charter and
name of The Savings & Trust Company of Indiana.
As an incident to the merger, the office of Farmers’
& Miners’ Trust Company would become a branch
of the resulting bank. Notice of the proposed mer-
ger, in form approved by the Board, has been pub-
lished pursuant to said Act.

Upon consideration of all relevant material in
the light of the factors set forth in said Act, includ-
ing reports furnished by the Comptroller of the
Currency, the Federal Deposit Insurance Corpora-

tion, and the Attorney General on the competitive
factors involved in the proposed merger,

IT IS HEREBY ORDERED, for the reasons set forth
in the Board's 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
the date of this Order unless such period is ex-
tended for good cause by the Board or by the
Federal Reserve Bank of Cleveland pursuant to
delegated authority.

Dated at Washington, D.C. this 16th day of
January, 1970.

By order of the Board of Governors.

Voting for this action: Governors Robertson, Mit-
chell, Daane, Maisel and Sherrill, Absent and not vot-
ing: Chairman Martin and Governor Brimmer.

(Signed) KENNETH A, KENYON,
Deputy Secretary.

[sEAL]

STATEMENT

The Savings & Trust Company of Indiana, In-
diana, Pennsylvania (“Indiana Bank”), with total
deposits of about $30 million, has applied, pur-
suant to the Bank Merger Act (12 U.S.C. 1828
(c)), for the Board’s prior approval of the merger
of that bank with Farmers’ & Miners’ Trust Com-
pany, Punxsutawney, Pennsylvania (“Punxsutaw-
ney Bank”), which has total deposits of about $20
million.' The banks would merge under the charter
and name of Indiana Bank, which is a member of
the Federal Reserve System. As an incident thereto,
the sole office of Punxsutawney Bank would be-
come a branch of Indiana Bank, increasing the
number of its offices to four.

Competition. Indiana Bank has its main office
and a suburban branch in Indiana. It also operates a
branch in Saltsburg, 21 miles southwest of Indiana.
Indiana Bank’s main office is 28 miles south of
Punxsutawney Bank and is its nearest office to
Punxsutawney Bank.

The areas served by the two banks do not over-
lap, and there is no meaningful competition be-
tween them. Approximately 1 per cent of Indiana
Bank’s deposits of individuals, partnerships, and
corporations (“IPC deposits”) and about 1 per cent
of its loans originate in the area served by Punxsu-
tawney Bank, and about 2 per cent of Punxsutaw-

B Figu;s are as of June 30, 1969.
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ney Bank’s IPC deposits and 3 per cent of its loans
originate in the area served by Indiana Bank. Penn-
sylvania laws permit banks to branch de novo in
their home counties and in contiguous counties.
Consequently, there is some potential for the devel-
opment of increased competition between the pro-
ponent banks. This would be eliminated by the
merger. However, it does not appear likely that
de novo offices would be established in the foresee-
able future because of the present sufficiency of
banking offices in the areas in relation to the num-
ber of industries and inhabitants of the respective
communities.

Punxsutawney Bank’s main competitor is a con-
siderably larger bank headquartered in Punxsutaw-
ney that controls an additional $7 million in de-
posits. There are five banks located at a distance of
six miles or more which also compete but to a
lesser extent. Punxsutawney Banks holds approxi-
mately 17 per cent of the total deposits for the
area it serves.

Two banks in addition to Indiana Bank are head-
quartered in Indiana., Their total deposits are ap-
proximately $23 million and $28 million, respec-
tively. A bank located six miles south operates a
branch in Indiana with total deposits of about $15
million. Indiana Bank competes with eight other
banks in the area and holds approximately 19 per
cent of the area’s total deposits.

Within the combined areas served by the pro-
ponent banks, Punxsutawney Bank is seventh larg-
est, controls 5.8 per cent of the deposits and 3.4
per cent of the loans, and Indiana Bank ranks third
with 8.7 per cent of the deposits and 10 per cent of
the loans. If the proposed merger were consum-
mated, the resulting bank would be the second larg-
est bank in the combined areas now served by the
two banks.

The effect of the merger on competition would
be slightly adverse.

Financial and managerial resources and pros-
pects. The banking factors with respect to Indiana
Bank and Punxsutawney Bank are satisfactory, and
this would be true also with respect to the resulting
bank.

Convenience and needs of the communities. The
replacement of Punxsutawney Bank by an office of
Indiana Bank would result in an improvement in
the quality of banking services available in the
Punxsutawney area and thereby increase competi-
tion. The conveniences of the public would be
served through the broader banking services which
would be available at the Punxsutawney office of
the resulting bank. In addition, the proposal would

furnish needed depth to management which would
also benefit the community. Considerations under
this factor lend some support to approval of the
application.

Summary and conclusion. In the judgment of the
Board, the benefits of the proposed merger to the
banking convenience and needs of the areas served
by Punxsutawney Bank would offset the slightly
adverse effect on banking competition.

Accordingly, the Board concludes that the appli-
cation should be approved.

PEOPLES TRUST OF NEW JERSEY

In the matter of the application of Peoples Trust
of New Jersey for approval of merger with Fort
Lee Trust Company.

ORDER APPROVING MERGER OF BANKS

There has come before the Board of Governors,
pursuant to the Bank Merger Act (12 U.S.C. 1828
(¢)), an application by Peoples Trust of New Jer-
sey, Hackensack, New Jersey, a State member bank
of the Federal Reserve System, for the Board’s
prior approval of the merger of that bank and
Fort Lee Trust Company, Fort Lee, New Jersey,
under the charter and name of Peoples Trust of
New Jersey. As an incident to the merger, the two
offices of Fort Lee Trust Company would become
branches of the resulting bank. Notice of the pro-
posed merger, in form approved by the Board, has
been published pursuant to said Act.

Upon consideration of all relevant material in the
light of the factors set forth in said Act, including
reports furnished by the Comptroller of the Cur-
rency, the Federal Deposit Insurance Corporation,
and the Attorney General on the competitive fac-
tors involved in the proposed merger,

IT 1S HEREBY ORDERED, for the reasons set forth
in the Board’s Statement of this date, that said ap-
plication 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 the
date of this Order unless such period is extended
for good cause by the Board or by the Federal
Reserve Bank of New York pursuant to delegated
authority.

Dated at Washington, D.C. this 19th day of
January 1970.

By order of the Board of Governors.

Voting for this action: Chairman Martin and Gov-
ernors Mitchell, Maisel, Brimmer, and Sherrill. Voting
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against this action: Governor Robertson. Absent and
not voting: Governor Daane.

(Signed) KENNETH A. KENYON,
Deputy Secretary.

[SEAL]

STATEMENT

Peoples Trust of New Jersey, Hackensack, New
Jersey (‘“Peoples Trust”), with total deposits of
$497 million, has applied, pursuant to the Bank
Merger Act (12 U.S.C. 1828(c)), for the Board’s
prior approval of the merger of that bank with Fort
Lee Trust Company, Fort Lee, New Jersey (“Fort
Lee Bank”), which has deposits of $31 million.!
The banks would merge under the charter and name
of Peoples Trust, which is a member of the Fed-
eral Reserve System. As an incident to the merger,
the two offices of Fort Lee Bank would become
banches of Peoples Trust, increasing the number of
its offices to 23.

Competition. With the cxception of two recently
opened branches of Peoples Trust (in Essex and
Morris Counties), all offices of Peoples Trust and
Fort Lee Bank are in Bergen County (population
914,000). Peoples Trust operates its head office and
four of its 20 branches in Hackensack (population
36,000), about five miles northwest of Fort Lee
(population 33,000), the site of Fort Lee Bank’s
head office and sole branch. Peoples Trust has one
branch within 2.3 miles, and four other branches
within 4 miles, of Fort Lee. The only other banking
office in the community is the sole office of First
National Bank in Fort Lee (deposits, $29 million);
an application for a State charter for a new bank
to be headquartered in Fort Lee is pending.

Peoples Trust is precluded by the home-office-
protection feature of State law from establishing a
de novo branch in Fort Lee, an impediment that
appears likely to remain for some time. The bank
does, however, derive some business from the com-
munity; its total loans and deposits derived from
Fort Lee equal 8.8 per cent and 7.8 per cent, re-
spectively, of the total loans and deposits of Fort
Lee Bank and the First National Bank in Fort Lee
combined. The proposed merger would, therefore,
eliminate competition between Peoples Trust and
Fort Lee Bank. The success of People Trust in
generating business in Fort Lee must be attributed
in no small part, however, to the lack of com-
petitive effort by Fort Lee Bank and its failure to
provide a reasonable range of banking services.

R Figures are as of December 31, 1968.

Fort Lee Bank, for example, has only three trust
accounts and its lending, particularly consumer
lending, is confined generally to depositors; further,
although the bank is located in an important resi-
dential area, nearly 15 per cent of its loan portfolio
is made up of loans to brokers, and only 2 per cent
consists of instalment loans. It is also noteworthy,
in assessing the competitive effects of the proposed
merger, that about three-fourths of the working
population of Fort Lee commutes to New York
City and thus has many convenient banking options.

Peoples Trust, the largest of 25 commercial
banks operating in Bergen County, holds 27.4 per
cent of the commercial bank deposits in the county;
the five largest banks in the county hold 69.8 per
cent of the deposits. Fort Lee Bank, with 1.7 per
cent of the county’s commercial bank deposits,
ranks tenth in this respect. The concentration of
banking resources in Bergen County is somewhat
high, but the significance of this factor is reduced
markedly, in the Board’s judgment, by a recent
change in New Jersey law.

Until July 17, 1969, a bank in New Jersey
could establish de novo branches in the munici-
pality in which it was headquartered; in the case
of any other municipality in the county in which it
was headquartered, a bank could not establish a de
novo branch if the head office or a branch office of
another bank was located there. The establishment
of out-of-county branches was prohibited. New
Jersey law now permits a bank to establish a de
novo branch in the banking district in which it is
headquartered, subject, however, to a home-office-
protection feature for all municipalities and to a
branch-office-protection feature for municipalities
with populations under 7,500; intra-district mergers
are also permissible.

Bergen County, together with Passaic County
and five other counties, comprisc New Jersey’s
First Banking District. There are seven banks in
Passaic County and more than 50 banks in the
other counties making up the First Banking Dis-
trict, exclusive of Bergen County; many of these
banks are large and aggressive enough to be con-
sidered as potential entrants into Bergen County
through the establishment of de novo branches.
Indeed, on the date the new branch banking law
became effective, three out-of-county banks’ appli-
cations for the establishment of four de novo
branches in Bergen County were approved, and six
such applications from three other banks were
pending.

Bergen County and Passaic County comprise the
Paterson-Clifton-Passaic ~ Standard  Metropolitan
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Statistical Area (‘‘Paterson SMSA”). In view of
their economic nexus, and in light of the above-
described changes in New Jersey law regulating
branch banking, it is concluded that these two
counties form the most realistic market for gauging
the competitive effects of the merger of Peoples
Trust and Fort Lee Banks, Peoples Trust, with 16.6
per cent of the deposits, is the largest of 32 com-
mercial banks in the Paterson SMSA; Fort Lee
Bank holds about 1 per cent of the deposits in
the area and ranks sixteenth in size. The five larg-
est banks in the Paterson SMSA hold 61 per cent
of the area’s total commercial bank deposits.

The effect of the merger of Peoples Trust and
Fort Lee Bank on competition would be adverse,
but not substantially adverse. The proposed trans-
action should not be approved, therefore, unless
there are potential benefits for the public interest
that at least counter-balance the adverse competitive
effect. See 34 Fed. Reg. 11414 (July 10, 1969);
12 C.F.R. § 250.182.

Financial and managerial resources and pros-
pects. The banking factors with respect to Peoples
Trust are generally satisfactory, except the bank’s
capital needs to be strengthened. Peoples Trust is
fully capaple of increasing its capital and, it is ex-
pected, will do so in the near future. Thus, the
banking factors with respect to Peoples Trust fol-
lowing its proposed merger with Fort Lee Bank
would be satisfactory.

The banking factors as they relate to Fort Lee
Bank are reasonably satisfactory, except the bank
has a serious management succession problem, the
resolution of which is made exceedingly difficult by
wrangling among the stockholders. Fort Lee Bank
has been plagued for several years by stockholder
dissension, which has resulted in proxy fights and
litigation concerning various matters.” The attend-
ant publicity has been harmful for the bank. In
particular, the strife from which the bank has
suffered has made the hiring and retention of able
management personnel very difficult. Since January
1964 Fort Lee Bank has had four chief executive
officers, The incumbent president took the post on
a temporary basis in 1966 and has done a creditable
job in trying circumstances; however, he is 72
years of age and has stated that if the proposed
merger is not approved he will resign.

During the last several years the Board, through

2 Proceedings in one such lawsuit have been stayed pend-
ing the outcome of the Board’s action on the application
to merge Fort Lee into Peoples Trust, It is understood
that the parties have agreed that the suit will be dis-
missed if the application is approved.

the Federal Reserve Bank of New York, and the
New Jersey Commissioner of Banking have en-
deavored to impress upon the directors of Fort Lee
Bank the necessity for resolving the bank’s prob-
lems. The Board concludes that, because of the
dissension surrounding Fort Lee Bank, it is ex-
tremely unlikely that a capable chief executive
officer could be hired and retained; further, if the
merger proposal were disapproved stockholder dis-
sension,” and revival of the litigation mentioned
above, would make meaningful merger negotiations
with the other banks virtually impossible.*

Convenience and needs of the community. The
effect of the merger on banking convenience and
needs would be limited to the area served by Fort
Lee Bank.

As noted earlier, Fort Lee Bank does not pro-
vide a reasonable range of banking services. It is
understood that this shortcoming is one reason that
prompted a local group to apply for a State charter
to establish a new bank in the community.

The replacement of Fort Lee Bank by offices of
Peoples Trust would provide a convenient source of
full banking services for the Fort Lee community,
The weight that can properly be accorded this con-
sideration is limited, however, by the fact that full
banking services are presently available without
undue inconvenience at banking offices near the
community, including some that are operated by
Peoples Trust.

The failure of Fort Lee Bank to provide a
reasonable range of banking services can be attrib-
uted, at least in part, to the dissension of its stock-
holders, which has resulted in a management prob-
lem for the bank that spans several years. It would
benefit the community if this problem were re-
solved.

Summary and conclusion. The effect of the mer-
ger of Peoples Trust and Fort Lee Bank on com-
petition would be adverse, It is the judgment of the
Board, however, that the adverse effect on competi-
tion would be offset by the effect of the transaction

*The Board understands that there was considerable
difficulty in obtaining stockholder approval of the proposed
merger with Peoples Trust, Ten stockholders own or con-
trol 52 per cent of Fort Lee Bank’s outstanding stock. It is
understood that a small number of individuals in this
group who own or control about 21 per cent of the bank’s
stock and who voted in favor of the merger with Peoples
Trust now would not vote to support any merger of Fort
Lee Bank, Ownership of the bank’s remaining shares (48
per cent) is scattered among more than 180 stockholders.
State law requires that a merger agreement be approved
by the stockholders of each bank holding at least two-
thirds of the capital stock entitled to vote.

*The New Jersey Commissioner of Banking reached
essentially the same conclusion.



LAW DEPARTMENT

153

in resolving the management problem of Fort Lee
Bank, a problem the Board regards as serious, in
the light of the history of dissension among the
bank’s stockholders, and one which cannot be
readily resolved except through merger. There are
a number of banks in New Jersey’s First Banking
District with which Fort Lee Bank might merge
with little or no adverse effect on competition. The
Board believes, however, that the prospects for
agreement on such a merger in the near future are
poor.

Accordingly, the Board concludes that the appli-
cation should be approved.

DISSENTING STATEMENT OF GOVERNOR ROBERTSON

1 am not persuaded that the merger of Peoples
Trust and Fort Lee Bank will not have a ‘“‘sub-
stantially adverse” effect on competition, within the
meaning of section 7 of the Clayton Act." How-
ever, in my judgment there are no potential benefits
for the public interest that offset even the “adverse”
effect on competition that my colleagues acknowl-
edge the transaction will have.

The majority’s rationale for approving the mer-
ger is that, because of stockholder dissension, there
appears to be no feasible solution to the manage-
ment succession problem of Fort Lee Bank other
than merger with Peoples Trust. The majority’s
reasoning is bottomed on the assumption that stock-
holders of Fort Lee Bank who own or control more
than one-third of the bank’s shares would be so
irrational as to block the merger of the bank with
an institution other than Peoples Trust in the face
of a management succession problem that, if not
resolved, might adversely affect the bank’s earnings
and, perhaps, jeopardize the stockholders’ invest-
ment in the bank. In my view, such an assumption
is not only unwarranted,® it is irrelevant.

Fort Lee Bank is in sound financial condition.
Its earnings are good. It is located in a very desir-
able area. I find it difficult to believe that its man-
agement succession problem cannot be resolved
except through merger; but even if this were found

tSee, e.g., United States v. Von’s Grocery Co., 384 U.S.
270 (1966); United States v. Pabst Brewing Co., 384 U.S.
546 (1966).

2In point of fact, stockholders owning 29,113 shares of
Fort Lee Bank’s 32,000 shares outstanding voted in favor
of the merger with Peoples Trust; holders of 1,984 shares
voted against the proposal and owners of 903 shares did
not vote. The three stockholders who voted in favor of the
merger but who would not, it is claimed, henceforth vote
in favor of any merger, own or control, 6,720 shares of
Fort Lee Bank stock. A merger by the bank requires the
approval of the holders of 21,334 shares.

to be the case, there are, as the majority acknowl-
edges, a number of other banks with which it might
merge with little or no adverse effect on competi-
tion,

In my view, it is not justifiable under the Bank
Merger Act to approve an anticompetitive merger
of financially sound banks simply because the share-
holders of one of the banks are at loggerheads (for
whatever reason), or even because the shareholders
and directors have failed to provide for successor
management. Indeed, the approval of an anticom-
petitive merger on such grounds establishes a pre-
cedent which, if not overturned, will seriously frus-
trate realization of the purposes of the Bank Merger
Act.

In essence, the majority’s decision in this case
stands for the proposition that bank shareholders,
by failing to provide for successor management,
will thercupon be permitted to sell a financially
sound bank on terms most advantageous to their
personal interests, provided they contend that they
are unwilling to take any other course of action.
The highest bidder, of course, is likely to be a large
bank and one that stands to gain considerably in
terms of market leverage." Put another way, the
majority’s decision in this case rewards, and there-
fore encourages, shareholder intransigence (whether
real or professed) of a sort that is conducive to
bank mergers that are most incompatible with the
purposes of the Bank Merger Act.

In sum, I find nothing in the record before me
that supports a conclusion that benefits for the pub-
lic arc likely to flow from the merger of Fort Lee
Bank and Peoples Trust, a transaction that, ad-
mittedly, will be anticompetitive. Rather, I con-
clude, for the reasons herctofore set out, that the
public interest intended by Congress to be protected
by the Bank Merger Act will be harmed, and the
efficacy of the Act itself put in jeopardy. There is
ample evidence, to be sure, that the shareholders of
the two banks will benefit, particularly those of Fort
Lee Bank, who will garner a handsome profit. But
that, of course, is not the test under the law.

Accordingly, T would deny the application.

THE UNION BANK AND SAVINGS
COMPANY

In the matter of the application of The Union
Bank and Savings Company for approval of acquisi-
tion of assets of The Farmers and Citizens Banking
Company.

8 Inzire;&, Peoples Trust is one of Fort Lee Bank’s near-

est competitors and the largest bank in both Bergen County
and the Paterson SMSA.
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ORDER APPROVING ACQUISITION OF BANK’S
ASSETS

There has come before the Board of Governors,
pursuant to the Bank Merger Act (12 U.S.C. 1828
(c)), an application by The Union Bank and
Savings Company, Bellevue, Ohio, a State member
bank of the Federal Reserve System, for the
Board’s prior approval of its acquisition of assets
and assumption of deposit liabilities of The Far-
mers and Citizens Banking Company, Monroeville,
Ohio, and, as an incident thereto, The Union Bank
and Savings Company has applied, under section 9
of the Federal Reserve Act (12 US.C. 321), for
the Board's prior approval of the establishment by
that bank of a branch at the location of the sole
office of The Farmers and Citizens Banking Com-
pany. Notice of the proposed acquisition of assets
and assumption of deposit liabilities, in form ap-
proved by the Board, has been published pursuant
to said Act.

Upon consideration of all relevant material in
the light of the factors set forth in said Act, includ-
ing reports furnished by the Comptroller of the
Currency, the Federal Deposit Insurance Corpora-
tion, and the Attorney General on the competitive
factors involved in the proposed transaction,

IT 1S HEREBY ORDERED, for the reasons set forth
in the Board’s Statement of this date, that said
application be and hereby is approved, provided
that said acquisition of assets and assumption of
deposit liabilities and establishment of the branch
shall not be consummated (a) before the thirtieth
calendar day following the date of this Order or
(b) later than three months after the date of this
Order unless such period is extended for good cavse
by the Board or by the Federal Reserve Bank of
Cleveland pursuant to delegated authority.

Dated at Washington, D.C., this 19th day of
January 1970.

By order of the Board of Governors,

Voting for this action: Chairman Martin and Gov-
ernors Mitchell, Maisel, Brimmer, and Sherrill. Voting

against this action; Governor Robertson. Absent and
not voting: Governor Daane.

(Signed) KENNETH A. KENYON,
Deputy Secretary.

[SEAL]

STATEMENT

The Union Bank and Savings Company, Belle-
vue, Ohio (“Union Bank”), with total deposits of
$19.9 million, has applied, pursuant to the Bank

Merger Act (12 U.S.C. 1828(c¢)), for the Board’s
prior approval of its acquisition of assets and as-
sumption of deposit liabilities of The Farmers and
Citizens Banking Company, Monroeville, Ohio
(“Farmers Bank”), which has total deposits of
$5.4 million.' As an incident to the transaction,
the sole office of Farmers Bank would become a
branch of Union Bank, increasing the number of
its offices to three,

Competition, The head office and only branch of
Union Bank are in Bellevue (population 9,400),
which is about 65 miles west of Cleveland. Belle-
vue has more than 40 industrial concerns, which
have a total of about 2,500 employees. The sur-
rounding area is devoted to agriculture. There is
one other bank in the community, The First Na-
tional Bank of Bellevue (deposits $16.7 million).
There is also a bank (deposits $9.4 million) in
Clyde (population 5,000), about seven miles west
of Bellevue.

The sole office of Farmers Bank is in Monroe-
ville (population 1,400), about nine miles east of
Bellevue. There is some business activity in Mon-
roeville, but agriculture provides the principal eco-
nomic support for the area served by Farmers
Bank. Monroeville is five miles west of Norwalk
(population 13,000), the seat of government for
Huron County. There are two banks in Norwalk,
the Huron County Banking Company (deposits $29
million) and The Citizens National Bank of Nor-
walk (deposits $16 million). These banks are the
major competitors of Farmers Bank.

Union Bank and Farmers Bank draw the pre-
ponderance of their business from different areas,
but there is some competition between them. Union
Bank derives 6.2 per cent of its loans and 2.9 per
cent of its deposits from the area served by Far-
mers Bank. Farmers Bank derives 3.8 per cent of
its loans and 4.2 per cent of its deposits from the
area served by Union Bank. The business derived
by Union Bank from the service area of Farmers
Bank, particularly loan business, is attributal in part
to its larger size and lending limit. Although
Ohio law permits county-wide de novo branching,
the potential for greater competition between the
two banks is limited by the small size of Farmers
Bank and of the community it serves.

Six banks operate 12 offices in the combined
service areas of Union Bank and Farmers Bank.
Union Bank, with 21 per cent of the deposits, ranks
second in size among these banks; Farmers Bank,
with about six per cent of the deposits, is the

t Figures are as of June 30, 1969,
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smallest. The largest bank in the arca holds about
30 per cent of the deposits. Union Bank, with 16
per cent of the deposits, ranks third in size among
the eight banks that operate in Huron County;
Farmers Bank, with 4.4 per cent of the deposits,
is the smallest bank in the county. Following the
acquisition of Farmers Bank, Union Bank would
be the second largest bank in the county in terms
of deposits; the largest bank in the county holds
23.7 per cent of the deposits and the bank presently
ranking second holds 17.4 per cent of the deposits.

The proposed transaction would have a slightly
adverse effect on competition.

Financial and managerial resources and pros-
pects. The banking factors with respect to each of
the banks proposing to merge are reasonably satis-
factory, as they would be with respect to the result-
ing bank.

Convenience and needs of the community. 1t
appears that the banking needs of the Monroe-
ville community are being adequately met and
without undue inconvenience. As was indicated
earlier, Monroeville is only five miles from Nor-
walk, which is the site of two banks, both of which
arc significantly larger than Farmers Bank. How-
ever, the replacement of Farmers Bank by an office
of Union Bank would make a wider range of bank-
ing services more conveniently available to the
Monroeville community.

Summary and conclusion. In the judgment of the
Board, the proposed transaction would have only a
slightly adverse effect on competition, which would
be offset by the benefit to the banking convenience
of the Monroeville community,

Accordingly, the Board concludes that the appli-
cation should be approved.

DISSENTING STATEMENT OF GOVERNOR ROBERTSON

Union Bank and Farmers Bank are only nine
miles apart; the communities they serve are linked
by a good road and there are no banking offices in
the intervening area. The banks are direct com-
petitors, with each deriving a significant portion
of its business from the service area of the other.
Moreover, there is potential for increased com-
petition between the two banks, particularly since
Union Bank could establish de novo branches in or
near Norwalk, and thus near Monroeville.

The already high concentration of banking re-
sources in Huron County will be substantially in-

2 Union Bank could also establish branches in Sandusky
County because a portion the community in which it is
headquartered lies in that county.

creased by the amalgamation of Union Bank and
Farmers Bank. Union Bank, with 16 per cent of the
deposits, ranks third among the cight banks that
operate in Huron County. The threce largest banks
hold over 57 per cent of the total deposits in the
county. Following its acquisition of Farmers Bank,
Union Bank, with 20.4 per cent of the deposits,
will be the second largest bank operating in Huron
County; the three largest banks then will hold over
61 per cent of the total deposits in the county.

In my judgment, the effect of the acquisition of
Farmers Bank by Union Bank on competition
cannot realistically be characterized as only “slightly
adverse”. The transaction is, in my view, clearly
anticompetitive. Further, I regard the elimination
of Farmers Bank as an alternative source of bank-
ing scrvices as totally unnccessary and as a detri-
ment to the banking convenience and needs of the
Monroeville community. The residents of the Mon-
roeville area already have casy access to the offices
of Union Bank; in addition, Union Bank could
establish de novo branches in or near Norwalk,
which would afford added convenience for the resi-
dents of Monroeville. T see no benefits for the
public that will flow from the transaction to offset
the anticompetitive consequences.

I would deny the application.

LONG ISLAND TRUST COMPANY

In the matter of the application of Long Island
Trust Company for approval of merger with Bank
of Westbury Trust Company.

ORDER DENYING APPLICATION FOR APPROVAL OF
MERGER OF BANKS

There has come before the Board of Governors,
pursuant to the Bank Merger Act (12 U.S.C. 1828
(c)), an application by Long Island Trust Com-
pany, Garden City, New York, a State member
bank of the Federal Reserve System, for the
Board’s prior approval of the merger into that bank
of Bank of Westbury Trust Company, Westbury,
New York, under the charter and title of Long
Istand Trust Company. Notice of the proposed
merger, in form approved by the Board, has been
published pursuant to said Act.

Upon consideration of all relevant material in
the light of the factors set forth in said Act, includ-
ing reports furnished by the Comptroller of the
Currency, the Federal Deposit Insurance Corpora-
tion, and the Attorney General on the competitive
factors involved in the proposed merger,



156 FEDERAL RESERVE BULLETIN o FEBRUARY 1970

IT 1S HEREBY ORDERED, for the reasons set forth
in the Board’s Statement of this date, that said
application be and hereby is denied.

Dated at Washington, D.C., this 30th day of
January 1970.

By order of the Board of Governors.

Voting for this action: Chairman Martin and Gov-
ernors Robertson, Mitchell, Daane, Maisel, and Brim-
mer. Absent and not voting: Governor Sherrill.

(Signed) KENNETH A. KENYON,
Deputy Secretary.
[SEAL]

STATEMENT

Long Island Trust Company, Garden City, New
York (“Long Island Trust”), with total deposits
of $237 million, has applied, pursuant to the Bank
Merger Act (12 U.S.C. 1828(c)), for the Board’s
prior approval of the merger of that bank with
Bank of Westbury Trust Company, Westbury, New
York (“Westbury Bank”), which has total de-
posits of $37.5 million." The banks would merge
under the charter and name of Long Island Trust,
which is a member of the Federal Reserve System.
As an incident to the merger, the four offices of
Westbury Bank would become branches of Long
Island Trust, increasing the number of its offices
to 24.

Competition. Both banks are headquartered in
Nassau County, which forms a part of the New
York metropolitan area. About 50 per cent of the
working residents of the county commute to work
in New York City. There are 54 banks in the
metropolitan area, but the 11 largest of these hold
nearly 93 per cent of the deposits. Long Island
Trust, with .3 per cent of area deposits, ranks nine-
teenth in this respect; following the acquisition of
Westbury Bank, Long Island Trust would hold less
than .4 per cent of the deposits, but would rank
seventeenth among area banks.

Long Island Trust operates its head office and
three of its 12 Nassau County branches in Garden
City (population 25,000); the bank also operates
seven branches in Suffolk County, Westbury Bank’s
main office and two of its branches are in Westbury
Village (population 15,000); the bank also operates
a branch in Williston Park, 3.5 miles west of its
head office. Long Island Trust and Westbury Bank
hold 7.4 per cent and 1.4 per cent, respectively,
of the deposits held by all commercial banking
offices in Nassau County.

B Figures are as of June 30, 1969,

The main offices of Long Island Trust and West-
bury Bank are 3.5 miles apart; their nearest offices
are only 1.1 miles apart. The main office of Long
Island Trust and three of its branches, and all four
offices of Westbury Bank, are within about a 5-
mile radius of Westbury, in central Nassau County.
Westbury Bank derives the bulk of its business
from central Nassau County, and Long Island
Trust derives a significant volume of its business
from the same area.

Long Island Trust, with 23.5 per cent of area
deposits, ranks second in this respect among the 11
banks that operate 40 offices in central Nassau
County; following the acquisition of Westbury
Bank, Long Island Trust would rank first in de-
posits, holding more than 30 per cent of the area’s
total.

The merger would remove home-office-protec-
tion from Westbury and open the community to
de novo branching; at the same time, it would
eliminate meaningful competition between Long
Island Trust and Westbury Bank, and enhance the
already significant position of Long Island Trust
in central Nassau County.

The effect of the proposed merger on competi-
tion would be adverse.

Financial and managerial resources and pros-
pects. The banking factors with respect to Long
Island Trust and Westbury Bank are reasonably
satisfactory, as they would be with respect to the
resulting bank.

Convenience and needs of the community, It
does not appear that there is any important need
for banking services in the Westbury community
that is not now being met with reasonable con-
venience by Westbury Bank, Long Island Trust and
other banking offices in central Nassau County, a
number of which are branches of large banks that
are based in New York City. Further, the proposed
merger would eliminate Westbury Bank as a con-
venient alternative source of banking services. The
transaction would have the advantage of opening
Westbury to de novo branching by outside banks,
but that could be accomplished through acquisition
of Westbury Bank by an institution not now com-
peting in central Nassau County.

Summary and conclusion. In the judgment of the
Board, the merger of Long Island Trust and West-
bury Bank would have an adverse effect on com-
petition, without offsetting benefits under the con-
venience and needs factor.

Accordingly, the Board concludes that the appli-
cation should be denied.
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ORDERS UNDER SECTION 3 OF BANK
HOLDING COMPANY ACT

BARNETT BANKS OF FLORIDA, INC,
JACKSONVILLE, FLORIDA

In the matter of the application of Barnett Banks
of Florida, Inc., Jacksonville, Florida, for approval
of acquisition of 70 per cent or more of the voting
shares of Barnett Bank of Daytona Beach, Daytona
Beach, Florida, a proposed new bank.

ORDER APPROVING ACQUISITION OF BANK STOCK
BY BANK HOLDING COMPANY

There has come before the Board of Governors,
pursuant to section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3)),
and section 222.3(a) of Federal Reserve Regulation
Y (12 CFR 222.3(a)), an application by Barnett
Banks of Florida, Inc., Jacksonville, Florida, a reg-
istered bank holding company, for the Board’s prior
approval of the acquisition of 70 per cent or more of
the voting shares of Barnett Bank of Daytona Beach,
Daytona Beach, Florida, a proposed new bank.

In as much as the proposed new bank is to be a
State bank, the Board, pursuant to section 3(b) of
the Act, gave written notice of receipt of the applica-
tion to the Commissioner of Banking of the State of
Florida, and requested his views and recommenda-
tion thereon. In response, the Commissioner recom-
mended approval of the application.

Notice of receipt of the application was published
in the Federal Register on September 9, 1969 (34
Federal Register 14189), providing an opportunity
for interested persons to submit comments and
views with respect to the proposal. A copy of the
application was forwarded to the United States
Department of Justice for its consideration. Time
for filing comments and views has expired and all
those received have been considered by the Board.

IT IS HEREBY ORDERED, for the reasons set forth
in the Board’s Statement of this date, that said ap-
plication be and hereby is approved, provided that
the acquisition so approved shall not be consum-
mated (a) before the thirtieth calendar day follow-
ing the date of this Order or (b) later than three
months after the date of this Order, unless such pe-
riod is extended for good cause by the Board, or by
the Federal Reserve Bank of Atlanta pursuant to
delegated authority, and that Barnett Bank of Day-
tona Beach be open for business not later than six
months after the date of this Order.

Dated at Washington, D.C., this 14th day of Jan-
uary 1970.

By order of the Board of Governors.

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Daane, Maisel, and Sherrill.
Absent and not voting: Chairman Martin and Governor
Brimmer.

(Signed) KENNETH A. KENYON,
Deputy Secretary.

[SEAL]

STATEMENT

Barnett Banks of Florida, Inc., Jacksonville, Flor-
ida (“Applicant”), a registered Bank holding com-
pany, has applied to the Board of Governors, pursu-
ant to section 3(a) (3) of the Bank Holding Com-
pany Act of 1956 (12 US.C. 1842(a)(3)), for
prior approval of the acquisition of 70 per cent or
more of the voting shares of Barnett Bank of Day-
tona Beach, Daytona Beach, Florida (“Bank”), a
proposed new bank.

Views and recommendation of supervisory au-
thority. Because the proposed new bank is to be a
State bank, the Board notified the Commissioner of
Banking of the State of Florida of the receipt of the
application, as required by section 3(b) of the Act,
and requested his views and recommendation
thereon. In response, the Commissioner recom-
mended approval of the application.

Statutory considerations. Section 3(c) of the Act
provides that the Board shall not approve an acquisi-
tion that would result in a monopoly or would be in
furtherance of any combination or conspiracy to
monopolize or to attempt to monopolize the business
of banking in any part of the United States. Nor may
the Board approve a proposed acquisition, the effect
of which, in any section of the country, may be sub-
stantially to lessen competition, or to tend to create
a monopoly, or which in any other manner would be
in restraint of trade, unless the Board finds that the
anticompetitive effects of the proposed transaction
are clearly outweighed in the public interest by the
probable effect of the transaction in meeting the
convenience and needs of the communities to be
served. In each case, the Board is required to take
into consideration the financial and managerial re-
sources and future prospects of the bank holding
company and the banks concerned, and the con-
venience and needs of the communities to be served.

Competitive effect of proposed transaction. Ap-
plicant is the third largest banking organization in
the State of Florida. It operates 17 subsidiary banks
which have total deposits of approximately $560
million, an amount equal to 4.8 per cent of the de-
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posits held by all Florida banking organizations.’
One of its subsidiary banks, Barnett First National
Bank of Deland (deposits $31 million), is located
in Volusia County, approximately 23 miles south-
west of the location selected for Bank. Bank will be
established in the Daytona Beach area of Volusia
County. Applicant’s other subsidiaries are located
50 miles or more from Daytona Beach.

Because Bank is to be newly organized, there is
no existing competition between any of Applicant’s
subsidiaries and Bank which will be eliminated by
the acquisition. Moreover, since Bank will not be
established unless the application is approved, no
potential competition is to be foreclosed. The rele-
vant market within which to assess the competitive
impact of the proposed acquisition is the Daytona
Beach market area, which lies in the eastern portion
of Volusia County and includes Daytona Beach
(population 46,500), New Smyrna Beach, Ormand
Beach, Holly Hill, and adjacent areas. Entry into that
market by branching of Applicant’s present sub-
sidiaries is not possible, since Florida law prohibits
branching. However, Applicant’s entry into the rele-
vant market, presently served by 11 commercial
banks with aggregate deposits of $193.6 million, by
establishment of Bank, will tend to enhance com-
petition there, since a viable competitive alternative
will be added to the market. No adverse effect on
any other bank in the market is reasonably antici-
pated.

Because Bank is to be newly established, con-
summation of the proposed transaction will not re-
sult in an immediate increase in concentration of
banking resources in any area. Furthermore, in view
of the fact that none of Applicant’s present sub-
sidiaries is located within the area which Bank would
serve, some deconcentration would result in that
area. Based upon Bank’s projected deposits of $3
million at the end of its first year of operation, no
significant increase in concentration is foreseen in
any of the broader geographic areas involved.

Based upon the foregoing, the Board concludes
that consummation of the proposed acquisition
would not result in a monopoly or be in furtherance
of any combination, conspiracy, or attempt to mo-
nopolize the business of banking in any area, and
would not substantially lessen competition, tend to
create a monopoly, or restrain trade in any section
of the country.

Financial and managerial resources and future
prospects. Applicant’s financial condition, manage-

1 All banking data are as of June 30, 1969, refer to in-
sured commercial banks, and reflect bank holding company
formations and acquisitions approved by the Board to date.

ment and prospects are regarded as reasonably satis-
factory. These conclusions also apply to Applicant’s
subsidiaries.

Bank’s organization has received preliminary ap-
proval of the Commissioner of Banking of the State
of Florida. Its capital appears adequate, its proposed
management satisfactory, and its prospects favor-
able.

Considerations relating to the banking factors, as
applied to the transaction, therefore, are regarded as
consistent with approval.

Convenience and needs of the communities in-
volved. Bank is to be located in the Daytona Beach
market area and will serve primarily a portion of
the market in which, at the present time, no other
bank is located. There is no evidence that the major
banking needs of Bank’s proposed service area are
not presently being served by the banks located
therein. However, it is reasonably concluded that
the convenience of residents in Bank’s immediate
area would be more conveniently served by the
establishment of Bank, In addition, as earlier noted,
residents and businesses in the greater Daytona
Beach area will benefit from the availability of the
competitive service of another established full-serv-
ice organization.

Considerations relating to the convenience and
needs of the community which Bank would immedi-
ately serve and those of the greater Daytona Beach
area provide some weight toward approval of the
application.

Summary and conclusion. On the basis of all rele-
vant facts contained in the record and in the light
of the factors set forth in section 3(c) of the Act,
it is the Board’s judgment that the proposed acquisi-
tion would be in the public interest, and that the
application should be approved.

FIRST VIRGINIA BANKSHARES
CORPORATION, ARLINGTON, VIRGINIA

In the matter of the application of First Virginia
Bankshares Corporation, Arlington, Virginia, for
approval of acquisition of 90 per cent or more of
the voting shares of the successor by merger to The
Bank of Nansemond, Driver, Virginia.

ORDER APPROVING ACQUISITION OF BANK STOoCK
BY BANK HoOLDING COMPANY

There has come before the Board of Governors,
pursuant to section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3))
and section 222.3(a) of Federal Reserve Regula-
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tion Y (12 CFR 222.3(a)), an application by
First Virginia Bankshares Corporation, Arlington,
Virginia, for the Board’s prior approval of acquisi-
tion of 90 per cent or more of the voting shares of a
new bank into which The Bank of Nansemond,
Driver, Virginia, will be merged.

As required by section 3(b) of the Act, the Board
notified the Commissioner of Banking for the State
of Virginia of the application and requested his
views and recommendation. The Commissioner rec-
ommended that the application be approved.

Notice of receipt of the application was pub-
lished in the Federal Register on September 24,
1969 (34 Federal Register 14746), providing an
opportunity for interested persons to submit com-
ments and views with respect to the proposal. A
copy of the application was forwarded to the
United States Department of Justice for its con-
sideration. Time for filing comments and views has
expired and all thosc received have been con-
sidered by the Board.

IT 1S HEREBY ORDERED, for the reasons set forth
in the Board’s Statement of this date, that said
application be and hereby is approved, provided
that the acquisition so approved shall not be con-
summated (a) before the thirticth calendar day
following the date of this Order or (b) later than
three months after the date of this Order, unless
such period is extended for good cause by the
Board, or by the Federal Reserve Bank of Rich-
mond pursuant to delegated authority.

Dated at Washington, D.C., this 21st day of
January 1970,

By order of the Board of Governors.

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Maisel, and Brimmer. Absent
and not voting: Chairman Martin and Governors
Daane and Sherrill.

(Signed) KENNETH A. KENYON,
Deputy Secretary.

[SEAL]

STATEMENT

First Virginia Bankshares Corporation, Atling-
ton, Virginia, (“Applicant”), a registered bank
holding company, has applied to the Board of Gov-
ernors pursuant to section 3(a)(3) of the Bank
Holding Company Act of 1956 (12 U.S.C. 1842
(a)(3)), for prior approval of the acquisition of
90 per cent or more of the voting shares of a new
bank into which it proposes to merge The Bank of
Nansemond, Driver, Virginia (“Bank”). The new
bank has no significance except as a vehicle for

acquiring the voting shares of the bank to be
merged into it; the proposal is therefore treated
herein as onc to acquirc shares of Bank.

Views and recommendation of supervisory au-
thority. As required by section 3(b) of the Act, the
Board notified the Commissioner of Banking for the
State of Virginia of receipt of the application and
requested his views and recommendation thereon.
The Commissioner recommended that the applica-
tion be approved.

Statutory considerations. Section 3(c) of the Act
provides that the Board shall not approve an
acquisition that would result in a monopoly or
would be in furtherance of any combination or
conspiracy to monopolize or to attempt to monop-
olize the business of banking in any part of the
United States. Nor may the Board approve a pro-
posed acquisition, the effect of which, in any sec-
tion of the country, may be substantially to lessen
competition, or to tend to create a monopoly, or
which in any other manner would be in restraint of
trade, unless the Board finds that the anticompeti-
tive effects of the proposed transaction are clearly
outweighed in the public interest by the probable
effect of the transaction in meeting the convenience
and needs of the communities to be served. In each
case, the Board is required to take into considera-
tion the financial and managerial resources and
future prospects of the bank holding company and
the banks concerned, and the convenience and
needs of the communities to be served.

Competitive effect of proposed transaction. The
nine largest banking organizations in Virginia,
which include six bank holding companies, control
65.3 per cent ' of the total deposits held by all com-
mercial banks in the State. Applicant has I1 sub-
sidiary banks with total deposits of $435 million,
representing 6.4 per cent of the State deposits, and
is the sixth largest banking organization and the
fourth largest bank holding company in the State.
Acquisition of Bank, which has $2 million of de-
posits, would have no significant effect on the con-
centration of banking resources in Virginia.

Bank, the only office of which is located in the
town of Driver, is the only bank headquartered in
the area which it serves, which consists principally
of the northern portion of Nansemond County, but
which also extends into the northeastern section of
Isle of Wight County. However, within the area,
approximately five miles east of Driver, there are

' Banking data are as of June 30, 1969, unless otherwise
noted, and reflect acquisitiongand mergers approved by
appropriate supervisory authorities to date.
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four branches of much larger Portsmouth and Rich-
mond banks (deposits ranging from $20 million to
$600 million) which compete with Bank and offer
complete banking services. Also competing with
Bank, but to a lesser degree, are two banks, with
deposits of $9.8 million and $7.8 million, respec-
tively, located just outside the service area in the
town of Smithfield, 12 miles northwest of Driver.
Bank is the smallest banking institution in Nanse-
mond County and in its service area. In view of the
disparity in the size of Bank and the competing
banks, it does not appear that consummation of the
proposed acquisition would adversely affect other
banking institutions, although Bank’s competitive
ability would likely be improved thereby.

The closest subsidiary of Applicant to Bank is
Southern Bank of Norfolk, the nearest office of
which is located 15 miles east of Driver; no other
subsidiary bank has an office within 85 miles of
Bank. A number of banking offices in the City of
Portsmouth and its environs are located in the area
between Driver and Norfolk, and there is only
minimal competition between the Norfolk sub-
sidiary and Bank. No competition exists between
Bank and any of the other subsidiaries. The same
locational factors which have heretofore prevented
significant competition between Bank and Appli-
cant’s present subsidiaries would likely prevent
meaningful competition between them in the future
as well, in view of the fact that the subsidiary banks
are prohibited by State laws from branching de
novo into Nansemond County.

The Board concludes, on the basis of the record
before it, that consummation of Applicant’s pro-
posal would not result in a monopoly, nor be in
furtherance of any combination or conspiracy to
monopolize or to attempt to monopolize the busi-
ness of banking in any relevant area. Neither does
it appear likely that such consummation would sub-
stantially lessen competition, tend to create a mo-
nopoly, or restrain trade in any section of the
country.

Financial and managerial resources and future
prospects. The financial conditions and manage-
ments of Applicant and its subsidiary banks are
satisfactory, and prospects for the group appear
favorable.

Bank was opened for business in 1964, Its finan-
cial condition and management are satisfactory, and
its prospects as an independent organization appear
reasonably good. However, affiliation with Appli-
cant should enable it to compete more effectively
with the larger area banks, and to that extent its
prospects would be improved.

Considerations under the banking factors are
consistent with approval of the application.

Convenience and needs of the comumunities in-
volved. Consummation of the proposal would have
no effect on customers served by Applicant’s present
subsidiary banks.

Bank serves the predominantly agricultural area
of Nansemond and Isle of Wight Counties in south-
eastern Virginia, just west of the Tidewater section.
A variety of manufacturing industries, which in-
clude farm implements, hosiery, bricks, fertilizer,
and a recently established plant manufacturing
portable television sets, provide diversification to the
area’s economy, and economic prospects of the area
appear favorable. In the event the application is ap-
proved, Applicant proposes to make additional
mortgage funds available in the area and to ex-
pand Bank’s credit capacity through participations
arranged with other subsidiary banks. It also pro-
poses, through its other subsidiary banks, to make
trust services available to the area. Data processing
will be made available to Bank and its customers,
and Bank will be assisted in providing various spe-
cialized services beyond its present capacity.

It appears that the convenience and needs of the
communities involved will be better served as a
result of Bank’s affiliation with Applicant, and this
factor is regarded as supporting approval of the
application.

Summary and conclusion. Based on all the refe-
vant facts contained in the record, and in the light
of the factors set forth in section 3(c) of the Act,
it is the Board’s judgment that the proposed trans-
action would be in the public interest, and that the
application should be approved.

FIRST NATIONAL CORPORATION,
APPLETON, WISCONSIN

In the matter of the application of First National
Corporation, Appleton, Wisconsin, for approval of
acquisition of 80 per cent or more of the voting
shares of The Clintonville National Bank, Clinton-
ville, Wisconsin.

ORDER APPROVING ACQUISITION OF BANK STOCK
BY BANK HoLDING COMPANY

There has come before the Board of Governors,
pursuant to section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3))
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)), an application by
First National Corporation, Appleton, Wisconsin,
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for the Board’s prior approval of the acquisition of
80 per cent or more of the voting shares of The
Clintonville National Bank, Clintonville, Wisconsin.

As required by section 3(b) of the Act, the
Board gave written notice of receipt of the applica-
tion to the Comptroller of the Currency and re-
quested his views and recommendation. The Comp-
troller recommended approval of the application.

Notice of receipt of the application was pub-
lished in the Federal Register on October 24, 1969
(34 Federal Register 17314), providing an oppor-
tunity for interested persons to submit comments
and views with respect to the proposal. A copy of
the application was forwarded to the United States
Department of Justice for its consideration. Time
for filing comments and views has expired and all
those received have been considered by the Board.

IT 1S HEREBRY ORDERED, for the reasons set forth
in the Board’s Statement of this date, that said ap-
plication be and hereby is approved, provided that
the acquisition so approved shall not be consum-
mated (a) before the thirtieth calendar day follow-
ing the date of this Order or (b) later than three
months after the date of this order, unless such
period is extended for good cause by the Board, or
by the Federal Reserve Bank of Chicago pursuant
to delegated authority.

Dated at Washington, D.C., this 21st day of
January 1970.

By order of the Board of Governors.

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Daane, Maisel, Brimmer, and
Sherrill. Absent and not voting: Chairman Martin.

(Signed) KENNETH A. KENYON,
Deputy Secretary.

[SEAL]
STATEMENT

First National Corporation, Appleton, Wisconsin
(“Applicant”), a registered bank holding company,
has applied to the Board of Governors, pursuant
to section 3(a)(3) of the Bank Holding Company
Act of 1956 (12 U.S.C. 1842 (a)(3)), for prior
approval of the acquisition of 80 per cent or more
of the voting shares of The Clintonville National
Bank, Clintonville, Wisconsin (*Bank”).

Views and recommendation of supervisory au-
thority. As required by section 3(b) of the Act,
notice of receipt of the application was given to
the Comptroller of the Currency, and his views and
recommendation were requested. The Comptroller
recommended approval of the application.

Statutory considerations, Section 3(¢) of the Act

provides that the Board shall not approve an acqui-
sition that would result in a monopoly or would be
in furtherance of any combination or conspiracy
to monopolize or to attempt to monopolize the busi-
ness of banking in any part of the United States.
Nor may the Board approve a proposed aquisition,
the effect of which, in any section of the country,
may be substantially to lessen competition, or to tend
to create a monopoly, or which in any other manner
would be in restraint of trade, unless the Board finds
that the anticompetitive effects of the proposed trans-
action are clearly outweighed in the public interest
by the probable effect of the transaction in meeting
the convenience and needs of the communities to be
served. In each case, the Board is required to take
into consideration the financial and managerial re-
sources and future prospects of the bank holding
company and the banks concerned, and the con-
venience and neecds of the communities to be
served.

Competitive effect of the proposed transaction.
The 10 largest banking organizations in Wisconsin,
all of which are bank holding companies, control
deposits of $3.3 billion, representing 39 per cent of
the total commercial bank deposits in the State.
Applicant controls three banks with aggregate de-
posits of $88 million. Upon acquisition of Bank,
which has deposits of $6.7 million (.1 per cent
of the State total), Applicant would be the ninth
largest bank holding company and banking organi-
zation in the State, controlling 1.1 per cent of State
deposits.

Bank is one of 12 banks, with 13 banking offices
and total deposits of $81 million, in Waupaca
County. Applicant has no subsidiary in the county.
Through acquisition of Bank’s single office, it would
control 8.4 per cent of the county deposits and
would become the second bank holding company
to operate an office in the county.

Bank’s service area, located in the northern cor-
ner of Waupaca County, covers an area within an
eight-mile radius of the City of Clintonville. Tts
office in Clintonville is approximately 36 miles
northwest of Appleton and 43 miles west of Green
Bay. There are four banks located in the area,
which has a population of approximately 15,000.
Bank is the second largest in the area; another
Clintonville bank is the area’s largest, holding about
$10 million in deposits. The third largest bank ($5
million deposits) is located in Marion, seven miles
northwest of Clintonville, and the smallest bank

* Banking data are as of June 30, 1969, unless otherwise
noted, and reflect holding company formations and acquisi-
tions approved by the Board to date.
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(%32 million deposits) is located five miles to the
northeast in Embarrass. The rate of increase in
Bank’s deposits for five years from December 31,
1963 through December 31, 1968, has been con-
siderably less than the deposit growth experienced
by the competing banks for this period. It appears
that affiliation with Applicant would enable Bank to
compete more effectively with the area banks, with-
out undue adverse effect on any competing bank.

The closest subsidiaries of Applicant to Bank are
a recently approved subsidiary, The First National
Bank of Seymour, located 27 miles east and south
of Bank, and the Greenville branch of the First Na-
tional Bank of Appleton, located approximately 31
miles south-southeast of Clintonville. The service
areas of Bank and Applicant’s three subsidiaries are
completely separate, and there are five banking
offices located in the intervening areas. None of the
subsidiaries of Applicant competes significantly in
the Clintonville area, and less than 1 per cent of
Bank’s deposits and only one loan originate in the
areas served by Applicant’s subsidiaries. It appears
that consummation of the proposal would not elimi-
nate any significant degree of existing competition,
and that, because of the distances separating the
banks and the restrictions placed on branching by
Wisconsin laws, future competition would not be
adversely affected.

For the foregoing reasons, the Board concludes
that consummation of the present proposal would
not result in a monopoly or be in furtherance of
any combination, conspiracy or attempt to monop-
olize the business of banking in any part of the
United States, and would not restrain trade, sub-
stantially lessen competition, or tend to create a
monopoly in any section of the country.

Financial and managerial resources and future
prospects. Applicant received approval in February
1965 to become a bank holding company through
the acquisition of voting shares of the First Na-
tional Bank of Appleton and a proposed new bank,
Valley National Bank, both located in Appleton,
Wisconsin. On December 9, 1969, the Board ap-
proved the acquisition by Applicant of The First
National Bank of Seymour, Seymour, Wisconsin.

The financial condition, management, and pros-
pects of Applicant and its subsidiary banks are re-
garded as generally satisfactory.

The financial condition, management, and pros-
pects of Bank are considered to be fair. Its pros-
pects would be improved by Applicant’s proposals
to expand and improve Bank’s lending services, to
provide for personnel training, and to assist in the
selection and hiring of key personnel.

The banking factors, as they concern Applicant,
are consistent with approval, and, as they relate to
Bank, lend some weight toward approval of the
application.

Convenience and needs of the communities to be
served. Consummation of the proposal would have
no significant effect on customers served by Appli-
cant’s present subsidiaries.

Clintonville has a population of approximately
5,000, The economy of the city is industrial, but
the surrounding area is agriculturally oriented and
is a leading dairy farming section of the State. Ap-
plicant proposes to offer, through Bank, several
services not now available in the area, including full
trust services, estate planning, investment advice,
and direct leasing services. Services presently of-
fered by Bank would be improved, particularly in
the area of credit services. The managerial staff
would be increased to include a trained individual
to head an instalment loan department, and con-
sideration would also be given to the employment
by Applicant of a farm representative to serve
Bank and Applicant’s other subsidiaries.

Considerations relating to the convenience and
needs of the community served by Bank provide
some weight in favor of approval of the application.

Summary and conclusion. On the basis of all rele-
vant facts contained in the record, and in the light
of the factors set forth in section 3(c) of the Act,
it is the Board’s judgment that the proposed acqui-
sition would be in the public interest and that the
application should be approved.

FIRST AT ORLANDO CORPORATION,
ORLANDO, FLORIDA

In the matter of the application of First at Or-
lando Corporation, Orlando, Florida, for approval
of acquisition of at least 80 per cent of the voting
shares of First National Bank of Lake Wales, Lake
Wales, Florida.

ORDER APPROVING ACQUISITION OF BANK STOCK
BY BANK HoLpiNG COMPANY

There has come before the Board of Governors,
pursuant to section 3(a){(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3)}),
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)), an application by First
at Orlando Corporation, Orlando, Florida, a reg-
istered bank holding company, for the Board’s prior
approval of the acquisition of at least 80 per cent
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of the voting shares of First National Bank of
Lake Wales, Lake Wales, Florida.

As required by section 3(b) of the Act, the
Board gave written notice of receipt of the applica-
tion to the Comptroller of the Currency and re-
quested his views and recommendation. The Comp-
troller recommended approval of the application.

Notice of receipt of the application was pub-
lished in the Federal Register on October 24, 1969
(34 Federal Register 17314), providing an oppor-
tunity for interested persons to submit comments
and views with respect to the proposal. A copy of
the application was forwarded to the United States
Department of Justice for its consideration. Time
for filing comments and views has expired and all
those received have been considered by the Board.

IT 1S HEREBY ORDERED, for the reasons set forth
in the Board’s Statement of this date, that said ap-
plication be and hereby is approved, provided that
the acquisition so approved shall not be consum-
mated (a) before the thirtieth calendar day follow-
ing the date of this Order, or (b) later than three
months after the date of this Order, unless such
time shall be extended for good cause by the Board,
or by the Federal Reserve Bank of Atlanta pursu-
ant to delegated authority.

Dated at Washington, D.C., this 23rd day of
January 1970.

By order of the Board of Governors,

Voting for this action: Chairman Martin and Gov-

ernors Robertson, Mitchell, Maisel, Brimmer, and
Sherrill. Absent and not voting: Governor Daane.

(Signed) KENNETH A. KENYON,
Deputy Secretary.

[SEAL]
STATEMENT

First at Orlando Corporation, Orlando, Florida
(“Applicant”), a registered bank holding company,
has applied to the Board of Governors, pursuant to
section 3(a)(3) of the Bank Holding Company
Act of 1956 (12 U.S.C. 1842(a)(3)), for prior
approval of the acquisition of at least 80 per cent
of the voting shares of the First National Bank of
Lake Wales, Lake Wales, Florida (“Bank”).

Views and recommendation of supervisory au-
thority. As required by section 3(b) of the Act,
notice of receipt of the application was given to the
Comptroller of the Currency, and his views and
recommendation were requested. The Comptroller
recommended approval of the application.

Statutory considerations, Section 3 (c) of the Act
provides that the Board shall not approve an acqui-
sition that would result in a monopoly or would be

in furtherance of any combination or conspiracy
to monopolize or to attempt to monopolize the
business of banking in any part of the United
States. Nor may the Board approve a proposed
acquisition, the effect of which, in any section of
the country, may be substantially to lessen competi-
tion, or to tend to create a monopoly, or which
in any other manner would be in restraint of trade,
unless the Board finds that the anticompetitive
effects of the proposed transaction are clearly out-
weighed in the public interest by the probable
effect of the transaction in meeting the convenience
and needs of the communities to be served. In each
case, the Board is required to take into considera-
tion the financial and managerial resources and
future prospects of the bank holding company and
the banks concerned, and the convenience and
needs of the communities to be served.

Competitive effect of proposed transaction. The
10 largest banking organizations in Florida, all of
which are bank holding companies, control about
38 per cent of deposits held by all commercial
banks in the State.* Applicant, the fifth largest, con-
trols 14 banks with aggregate deposits of $420.3
million. Acquisition of Bank ($11.5 million de-
posits) would increase Applicant's share of the
total State deposits from 3.6 per cent to 3.7 per
cent, and would otherwise leave unchanged Appli-
cant’s position relative to other banking organiza-
tions in the State.

Bank, with a single office in Lake Wales, Polk
County, Florida, is the tenth largest of the 20 banks
located in the county and controls 3.2 per cent of
the deposits held by all such banks. It serves an
area encompassing Lake Wales and extending ap-
proximately seven miles north, five miles south and
west, and nineteen miles east from Bank. The only
other bank located in the service area is also head-
quartered in Lake Wales, and has deposits of
about $15 million; acquisition of that bank by At-
lantic Bancorporation, a registered bank holding
company, was recently approved by the Board.?
Ten other banks, five of which are larger than
Bank, compete to some extent in the area. Bank
holds 44.4 per cent of the total deposits of the two
banks located in the service area, and 6.4 per cent
of the total deposits of the 12 banks competing
therein.

None of Applicant’s present subsidiaries is lo-
cated in Polk County or competes with Bank. The

L All banking data are as of June 30, 1969, adjusted to
reflect holding company formations and acquisitions ap-
proved by the Board to date.
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closest of the subsidiary banks is located in Orlando,
which is about 53 road miles north of Bank. In
view of the lack of present competition, the distances
which separate Bank from Applicant’s present sub-
sidiaries, the presence of numerous banks in the
intervening areas, and Florida laws which prohibit
branching, it appears that consummation of the
proposal would neither eliminate existing competi-
tion nor foreclose potential competition between
Bank and Applicant’s subsidiaries. There would be
no significant impact upon the degree of concentra-
tion of banking resources in any relevant market,
and no undue adverse effect on any competing
bank.

On the record before the Board, it is concluded
that the proposed acquisition would not result in
a monopoly, or be in furtherance of any combina-
tion or conspiracy to monopolize the business of
banking in any relevant area. Consummation of
the proposal would not substantially lessen com-
petition, tend to create a monopoly, or restrain
trade in any section of the country.

Financial and managerial resources and future
prospects. The financial conditions and manage-
ments of Applicant and its subsidiary banks are
satisfactory and their prospects are favorable.

The proposed acquisition would provide the
means for adding needed strength to Bank’s man-
agement, with resultant improvement in its financial
condition and earnings. Prospects of Bank are con-
sidered favorable,

These considerations, as they relate to Applicant
and its present subsidiaries, are consistent with ap-
proval of the present application, and lend some
weight in support of such action as they relate to
Bank.

Convenience and needs of the communities in-
volved. Consummation of the present proposal
would not affect the convenience or needs of cus-
tomers served by Applicant’s present subsidiary
banks.

The city of Lake Wales is in Central Florida,
about 50 miles south of Orlando. The economy of
the area is primarily agricultural. Citrus products
are the principal crops, and citrus processing the
principal industry. Cattle ranching is also important,
and there are some tourist activities. The population
of the area served by Bank, which, as earlier de-
scribed, includes Lake Wales and several nearby
communities, is 16,500,

It appears that banking needs of the area are
served adequately by the banks located in and near
the area. The principal effect of the acquisition on

banking services would be to improve and expand
the services now offered by Bank. Drawing on its
association with Applicant, Bank would offer im-
proved trust services and more expeditious handling
of participations required to serve credit needs of
larger customers, Additionally, affiliation with Ap-
plicant should facilitate solutions to problems re-
lated to managerial succession and future capital
needs, thereby enabling Bank to more adequately
serve its customers.

Considerations relating to the convenience and
needs of the community served by Bank provide
additional weight in favor of approval of this appli-
cation,

Summary and conclusion. On the basis of all the
relevant facts contained in the record, and in the
light of the factors set forth in section 3(c¢) of the
Act, it is the Board’s judgment that the proposed
transaction would be in the public interest and that
the application should be approved.

BANCOHIO CORPORATION,
COLUMBUS, OHIO

In the matter of the application of Bancohio
Corporation, Columbus, Ohio, for approval of ac-
quisition of up to 100 per cent of the voting shares
of The Logan County Bank, Bellefontaine, Ohio.

ORDER APPROVING ACQUISITION OF BANK STOCK
BY BANK HoLpING COMPANY

There has come before the Board of Governors,
pursuant to section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a) (3))
and section 222.3(a) of Federal Reserve Regula-
tion'Y (12 CFR 222.3(a)) an application by Banc-
Ohio Corporation, Columbus, Ohio, a registered
bank holding company, for the Board’s prior ap-
proval of the acquisition of up to 100 per cent of
the voting shares of The Logan County Bank, Belle-
fontaine, Ohio.

As required by section 3(b) of the Act, the
Board gave written notice of receipt of the appli-
cation to the Superintendent of Banks for the State
of Ohio and requested his views and recommenda-
tion. The Superintendent recommended approval
of the application.

Notice of receipt of the application was published
in the Federal Register on October 24, 1969 (34
Federal Register 17313), providing an opportunity
for interested persons to submit comments and
views with respect to the proposal. A copy of the
application was forwarded to the United States
Department of Justice for its consideration. Time
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for filing comments has expired and all those re-
ceived have been considered by the Board.

IT IS HEREBY ORDERED, for the reasons set forth
in the Board’s Statement of this date, that said ap-
plication be and hereby is approved, provided that
the acquisition so approved shall not be consum-
mated (a) before the thirtieth calendar day follow-
ing the date of this Order or (b) later than three
months after the date of this Order, unless such
period is extended for good cause by the Board, or
by the Federal Reserve Bank of Cleveland pursuant
to delegated authority.

Dated at Washington, D.C., this 30th day of
January 1970.

By order of the Board of Governors.

Voting for this action: Vice Chairman Robertson and
Governors Mitchell, Daane, Maisel, and Sherrill. Ab-
sent and not voting: Chairman Martin and Governor
Brimmer.

(Signed) KENNETH A. KENYON,
Deputy Secretary.
[sEAL]

STATEMENT

BancOhio Corporation, Columbus, Ohio (“Ap-
plicant”) a registered bank holding company, has
applied to the Board of Governors, pursuant to sec-
tion 3(a)(3) of the Bank Holding Company Act
of 1956 (12 U.S.C. 1842(a)(3)), for prior ap-
proval of the acquisition of up to 100 per cent of
the voting shares of The Logan County Bank, Belle-
fontaine, Ohio (“Bank”).

Views and recommendation of supervisory au-
thority. As required by section 3(b) of the Act,
notice of receipt of the application was given to the
Superintendent of Banks for the State of Ohio, and
his views and recommendation were requested. The
Superintendent recommended approval of the ap-
plication.

Statutory considerations. Section 3(c) of the Act
provides that the Board shall not approve an acqui-
sition that would result in a monopoly or would be
in furtherance of any combination or conspiracy to
monopolize or to attempt to monopolize the busi-
ness of banking in any part of the United States.
Nor may the Board approve a proposed acquisition,
the effect of which, in any section of the country,
may be substantially to lessen competition, or to tend
to create a monopoly, or which in any other manner
would be in restraint of trade, unless the Board finds
that the anticompetitive effects of the proposed
transaction are clearly outweighed in the public
interest by the probable effect of the transaction in

meeting the convenience and needs of the com-
munities to be served. In each case, the Board is
required to take into consideration the financial and
managerial resources and future prospects of the
bank holding company and the banks concerned,
and the convenience and needs of the communities
to be served.

Competitive effect of the proposed transaction.
Applicant is the largest bank holding company and
the third largest banking organization located in the
State of Ohio. It operates 22 banking subsidiaries,
with total deposits of approximately $1 billion,* in a
21 county area in central Ohio. Applicant holds 6 per
cent of the deposits held by all banking organiza-
tions in Ohio, and its control of State deposits
would increase only a negligible degree as a result
of the present proposal. .

Bank operates two offices in Logan County,
Ohio. It is the second largest bank located in Logan
County, holding deposits of approximately $9 mil-
lion, which represent approximately 21 per cent
of the deposits held by all banking organizations in
the County. Applicant operates subsidiary banks in
Hardin and Union Counties, which are contiguous
to Logan County, on the north and east, respective-
ly. Applicant’s Hardin County subsidiary, The Ken-
ton Savings Bank, with deposits of approximately
$11 million, is located approximately 22 miles from
Bank’s main office in Bellefontaine. The two banks
maintain branches only nine miles apart. However,
there are no roads which directly link the commu-
nities served by these branches; the flow of com-
merce in each community is county-oriented, and
each county represents a distinct banking market,
For these reasons, it appears that there is no sig-
nificant competition presently existing between the
banks.

Similarly, Applicant’s Union County subsidiary,
The First National Bank of Marysville ($15 million
deposits), serves an area separate from that present-
ly served by Bank. Its office is located 26 miles
from Bellefontaine. However, Bank has authority
to open an additional branch in East Liberty, Logan
County, which is located approximately 15 miles
distant from the headquarters of The First Na-
tional Bank of Marysville. Prospects of increased
growth and development of the intervening area,
including the proposed establishment of a research
center, and consequent population growth, suggests
a possibility that some competition might develop
between these two banks in the future. Logan

L All banking data are as of June 30, 1969, and refer to

insured commercial banks.
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County and Union County will likely remain as
separate banking markets, however, and prohibi-
tion of de novo branching across county lines under
Ohio law will limit the amount of future competi-
tion likely to develop between these institutions. In
view of this, and in view of the competition faced
by Bank and Applicant’s Union County subsidiary
from other banks within their respective markets,
it appears that there would be no significant ad-
verse effect on potential competition resulting from
consummation of Applicant’s proposal.

As previously stated, Bank is the second largest
bank located in Logan County, and holds approxi-
mately 21 per cent of county deposits. Consumma-
tion of the proposed transaction will likely increase
competition between Bank and the larger bank in
Logan County, Bellefontaine National Bank (de-
posits $12.1 million). No adverse effect on any
other bank is reasonably foreseen as likely to result
from Applicant’s proposal.

Based upon the foregoing, the Board concludes
that consummation of the proposed acquisition
would not result in a monopoly nor be in further-
ance of any combination, conspiracy, or attempt to
monopolize the business of banking in any area, and
would not substantially lessen competition, tend to
create a monopoly, nor restrain trade in any section
of the country.

Financial and managerial resources and future
prospects. The financial condition and management
of Applicant are regarded as satisfactory and its
prospects are favorable. These conclusions apply as
well to Applicant’s subsidiaries. Bank’s financial
condition is satisfactory, its management adequate,
and its prospects satisfactory. Considerations relat-
ing to the banking factors are therefore regarded
as consistent with approval of the application,

Convenience and needs of the communities in-
volved. Consummation of the proposed transaction
would have no effect on customers of Applicant’s
subsidiaries. The record before the Board indicates
that the major bank service requirements arising in
Logan County arc presently served by existing
facilities. However, the commercial development in
prospect within Logan County reasonably suggests
the need for considerably larger credit accommoda-
tions within the County. The proposed affiliation of
Bank with Applicant will better enable Bank to
serve these needs both directly and indirectly
through participations with other subsidiaries of
Applicant. Additionally, Applicant, through Bank,
intends to improve and expand a number of bank-
ing services to residents of the market such as data

processing, investment advisory, trust, and interna-
tional banking services. Considerations, relating to
the convenience and needs factors, therefore, weigh
in favor of approval of the transaction.

Summary and conclusion. On the basis of all
relevant facts contained in the record and in the
light of the factors set forth in section 3(c) of the
Act, it is the Board’s judgment that the proposed
acquisition would be in the public interest, and that
the application should be approved.

UNITED VIRGINIA BANKSHARES
INCORPORATED, RICHMOND, VIRGINIA

In the matter of the application of United Vir-
ginia Bankshares Incorporated, Richmond, Virginia,
for approval of acquisition of 80 per cent or more
of the voting shares of Manassas Bank, N.A.,
Manassas, Virginia, a proposed new bank.

ORDER APPROVING ACQUISITION OF BANK STOCK
BY BANK HOLDING COMPANY

There has come before the Board of Governors,
pursuant to section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3))
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)), an application by
United Virginia Bankshares Incorporated, Rich-
mond, Virginia, for the Board’s prior approval of
the acquisition of 80 per cent or more of the vot-
ing shares of Manassas Bank, N.A., Manassas,
Virginia, a proposed new bank into which will be
merged The Peoples National Bank of Manassas,
Manassas, Virginia, under the charter of the former
and the title of United Virginia Bank/Peoples Na-
tional.

As required by section 3(b) of the Act, the
Board notified the Comptroller of the Currency of
receipt of the application and requested his views
and recommendation. The Comptroller recom-
mended approval of the application.

Notice of receipt of the application was published
in the Federal Register on August 23, 1969 (34
Federal Register 13631), which provided an op-
portunity for interested persons to submit comments
and views with respect to the proposed acquisition.
A copy of the application was forwarded to the
United States Department of Justice for its con-
sideration.

IT 1S HEREBY ORDERED, for the reasons set forth
in the Board’s Statement of this date, that said ap-
plication be and hereby is approved, provided that
the acquisition so approved shall not be consum-
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mated (a) before the thirtieth calendar day follow-
ing the date of this Order or (b) later than three
months after the date of this Order unless such
period is extended for good cause by the Board or
by the Federal Reserve Bank of Richmond pursu-
ant to delegated authority.

Dated at Washington, D.C., this 30th day of
January 1970,

By order of the Board of Governors.

Voting for this action: Chairman Martin and Gov-
ernors Mitchell, Daane, and Sherrill. Voting against
this action; Governors Robertson, Maisel, and Brim-
mer.

(Signed) KeNNETH A. KENYON,
Deputy Secretary.
[SEAL]

STATEMENT

United Virginia Bankshares Incorporated, Rich-
mond, Virginia (“Applicant”), a registered bank
holding company, has applied to the Board of Gov-
ernors, pursuant to section 3(a)(3) of the Bank
Holding Company Act of 1956 (12 U.S.C. 1842
(a) (3)), for prior approval of the acquisition of 80
per cent or more of the voting shares of Manassas
Bank, N.A., Manassas, Virginia, a proposed new
bank into which would be merged The Peoples Na-
tional Bank of Manassas, Manassas, Virginia
(“Peoples National” or “Bank”), under the char-
ter of the former and the title of United Virginia
Bank/ Peoples National.

Applicant controls 10 banks with total deposits
of $940 million." Peoples National has $18 million
in deposits.

Views and recommendation of supervisory au-
thority. As required by section 3(b) of the Act,
the Board notified the Comptroller of the Currency
of receipt of the application and requested his views
and recommendation thereon. The Comptroller rec-
ommended approval of the application.

Statutory considerations. Section 3(c¢) of the Act
provides that the Board shall not approve an ac-
quisition that would result in a monopoly or would
be in furtherance of any combination or conspiracy
to monopolize or to attempt to monopolize the
business of banking in any part of the United
States. Nor may the Board approve a proposed ac-
quisition, the effect of which, in any section of the
country, may be substantially to lessen competition,
or to tend to create a monopoly, or which in any
other manner would be in restraint of trade, unless

1 All banking data are as of June 30, 1969, unless other-
wise noted.

the Board finds that the anticompetitive effects of
the proposed transaction are clearly outweighed in
the public interest by the probable cffect of the
transaction in meeting the convenience and necds
of the communities to be served. In each case, the
Board is required to take into consideration the
financial and managerial resources and future pros-
pects of the bank holding company and the banks
concerned, and the convenience and needs of the
communities to be served.

Competitive effect of proposed transaction. The
nine largest banking organizations in Virginia, each
with deposits of more than $100 million, together
control 65.3 per cent of the total deposits held by
all insured commercial banks located in the State.
Applicant is one of six bank holding companies
operating in Virginia, and is the largest banking
organization in the State, controlling 13.7 per cent
of such deposits. Applicant’s acquisition of Peoples
National would increase its percentage of control
of State deposits to 14.0 per cent.

Peoples National’s five offices are all located in
Manassas, in Prince William County. Its service
area consists of Manassas and its environs and the
neatby towns of Haymarket, Gainesville, and
Nokesville. In terms of local deposits, it ranks sec-
ond in size among four banks in Prince William
County. However, two of the competing banks are
subsidiaries of holding companies and the third is
the largest independent bank in Virginia. The four
banks operate 33 offices in the County. In its serv-
ice area Peoples National is the largest bank in
terms of deposits and competes with nine offices of
the two holding company subsidiaries. Consumma-
tion of the proposal would not reduce the number
of local banking alternatives.

As will be seen from the discussion below, Bank
is not a strong competitor in the rapidly expanding
Manassas area. In addition to the competition
offered by the two holding company subsidiaries,
Bank competes with two savings and loan associa-
tions. Consummation of the proposal can reason-
ably be expected to increase Bank’s competitive
position, thus affording more expanded services
to this growing area, and more meaningful competi-
tion for Bank’s principal banking competitors—the
holding company subsidiaries operating in Prince
William County.

The closest office of any of Applicant’s subsidiaries
to Manassas is 16 miles away, in Vienna, although
the same subsidiary is about to open another office
in Fairfax, some 13 miles from Manassas. The only
other office of a subsidiary of Applicant in the
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Northern Virginia area is located in Alexandria, 30
miles from Manassas. The volume of deposits and
loans of Applicant’s subsidiaries which originates in
Peoples National’s service area and of Peoples Na-
tional which originates in the service areas of Appli-
cant’s subsidiaries is relatively small, ranging down-
wards from 3.7 per cent in the case of total loans of
customers of Peoples National who reside in the
service areas of Applicant’s subsidiaries. This vol-
ume of business is not viewed as indicative of sig-
nificant competition between the Bank and affiliates
of Applicant.

Regarding the probable effect of this proposal on
potential competition, the United States Department
of Justice, responding to the Board’s notice to it of
the pendency of this application, concluded that
“this acquisition would have a significantly adverse
effect upon potential competition within Prince
William County, as well as more broadly in the
state.” )

The Department’s response was transmitted to
the Applicant, which was invited to, and did, reply
thereto. In reaching its decision the Board has con-
sidered the views of both the Department and the
Applicant.

The Department noted that, if the proposed ac-
quisition is approved, Applicant, the largest banking
organization in the State, would extend the geo-
graphic range of its activities into Prince William
County, on the edge of the Washington metropoli-
tan area. It asserted that the acquisition would have
a significantly adverse effect upon potential com-
petition because (1) a “strong local competitor, the
last remaining within a significant and growing
market” would be eliminated and the already high
barriers to new entry into the County would be in-
creased; (2) if all three banks headquartered in
Prince William County were bank holding company
affiliates, they would be in a position to expand
rapidly and preempt new office sites so as to make
more difficult de novo entry by new banks or other
holding companies; and (3) it would eliminate Ap-
plicant as the most likely entrant which might es-
tablish a new bank in the Manassas area.

Applicant, in reply, disputed the contention that
its proposal would eliminate a strong local com-
petitor, and asserted that, on the contrary, affilia-
tion of Bank with Applicant would strengthen
Bank’s competitive position, making it better able
to compete with the larger banking organizations
now serving the area. In addition, Applicant
stressed several recent developments which make it
clear that Bank will not long be the only independ-
ent competitor in the area, and which, because they

have taken place during a period in which Appli-
cant’s proposal has been a matter of public knowl-
edge, cast doubt also on the assertion that consum-
mation of the proposal would significantly increase
existing barriers to new entry. During the five
months since the present application was filed, a
newly chartered independent bank has been granted
a Certificate of Authority to do business, and plans
to open approximately March 1 in quarters now
under construction in Manassas. A second State
charter has been granted to a group of Manassas
businessmen; the organization of their proposed
new bank is now in a preliminary stage. A charter
has also been granted to a group of individuals de-
siring to open a new bank in Woodbridge, in north-
ern Prince William County, from which location it
would be legally possible to branch de novo into
the Manassas area. And finally, Virginia National
Bank, the largest bank in Virginia, having recently
consummated a merger with a bank which thereto-
fore was the only bank in Prince William County
not having an office in Manassas, has applied for
supervisory approval to move one of the offices of
the merged bank to Manassas.

In view of these developments, it appears likely
that the Manassas area, in the near future, will be
served by three of the largest banking organizations
in the State, and by at least one, and possibly two,
independent banks in addition to Peoples National.
If the proposed new bank in Woodbridge is or-
ganized, it would have the legal ability to branch
into Manassas. There is thus a potential for seven
competing banking organizations in Manassas and
Prince William County, taking into account only
those organizations now competing in the area and
those which have announced plans to do so.

It is true, nevertheless, that acquisition of Bank
is not necessary in order for Applicant to achieve
entry into the area, and its pursuit of that method
of entry would foreclose competition which could
arise if it were to enter the area through the estab-
lishment and acquisition of a new bank. That con-
sideration might be significant if Peoples National
were, or were likely without assistance to be-
come, a strong local competitor. In fact, however,
as earlier mentioned and for reasons hereinafter
more fully discussed, it is the Board’s view that
Bank is not presently a significant competitive force
in the area, and, in the absence of a change in its
present operational policies, is unlikely to become
such. Therefore, while Applicant’s proposal would
eliminate it as a possible future competitor in the
area, it would immediately and greatly increase
Bank’s competitive impact on the market. While
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the acquisition would lessen by one the number of
potential competitors in the area, it would increase
by one the number of significant competitors ac-
tually serving the area. In that light, and in view of
the persuasive evidence that other potential com-
petitors will not be dissuaded by Applicant’s ac-
quisition of Bank, the Board concludes that con-
summation of Applicant’s proposal will not sub-
stantially lessen competition, restrain trade, or tend
to create a monopoly in banking in Manassas,
Prince William County, or any other area.

Financial and managerial resources and future
prospects. Applicant’s financial condition, and that
of its subsidiary banks, is regarded as generally
satisfactory. Its prospects are regarded as favorable,
as are those of its subsidiary banks. The manage-
ment of Applicant and its subsidiary banks is con-
sidered capable and experienced and in all respects
satisfactory.

Peoples National’s financial condition is regarded
as sound, and its management as experienced and
capable. However, the Bank has experienced slow
deposit growth; and under present management its
prospects in this respect seem limited, particularly
in view of its conservative lending policies and ap-
parent lack of initiative in seeking out the new
business being generated by the local economy.
Future prospects would be considerably enhanced
by affiliation with Applicant, and considerations
under this factor provide weight toward approval
of the application.

Convenience and needs of communities involved.
Peoples National is located in an area that is ex-
periencing rapid economic expansion both as a sub-
urban residential community of the Washington
metropolitan area, and as an accessible and other-
wise attractive site for the development of light in-
dustry. However, as the record indicates, Peoples
National is making little effort to meet the expand-
ing needs of the community. In the last calendar
year, deposits grew by less than 4 per cent and loan
volume remained almost constant. In recent years
the ratio of total loans to deposits has declined from
63 per cent at the end of 1966 to 48 per cent as of
October 1969,

Applicant, in its appraisal of the present and fu-
ture credit needs of the communities served by
Bank, proposes to offer a wide array of lending
services not presently provided by Bank, such as
accounts receivable financing, floor planning, com-
mercial financing, and financing for small business
and for agricultural and industrial development.
Through its affiliates, Applicant will also assist
Bank in providing construction loans to real estate

developers, and in handling larger lines of credit
through participations.

The Board concludes that the availability of Ap-
plicant’s management and capital resources will
enable the Bank better to meet the expanding needs
of the community and will provide an alternative
source of full banking services. Therefore, con-
siderations with regard to the convenience and
needs factor lend substantial weight toward ap-
proval of the application.

Summary and conclusion. On the basis of all
relevant facts contained in the record, and in the
light of the factors set forth in section 3(c) of the
Act, it is the Board’s judgment that the proposed
transaction would be in the public interest and that
the application should be approved.

DISSENTING STATEMENT OF GOVERNORS
ROBERTSON, MAISEL, AND BRIMMER

We believe that the effect of the proposed trans-
action upon competition would be seriously ad-
verse, In our view, neither the convenience and
necds of the community to be served nor financial
factors relating to the institutions involved over-
come the anticompetitive effect of the proposal.

The Manassas area is experiencing rapid eco-
nomic growth, both as a residential community and
as a site for light industry, and it is conceded by
the majority that it offers an attractive market for
any new entrant. As the largest banking organiza-
tion in the State, with an active history of external
growth, Applicant is one of the most likely en-
trants into this market. That independent banks
have been, or are being, organized in this market
does not alter this fact; it merely reinforces the
conclusion that the market is an attractive one for
new entry. Consummation of the proposal will also
foreclose the possibility of entry by a smaller bank-
ing organization through merger with, or acquisi-
tion of, Peoples National.

The proposal would also eliminate direct com-
petition between Peoples National and Applicant’s
subsidiary banks. While competition between them
presently is not substantial, given the area’s poten-
tial for economic growth, the potential for develop-
ing competition is a significant factor. The fact that
Applicant advertises extensively as a holding com-
pany in the area gives increased weight to this fac-
tor. In addition, approval of the application in-
creases Applicant’s State-wide deposit concentra-
tion, which is already high, and results in a very
substantial increase in deposit concentration in bank
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holding companies in Prince William County and
the Manassas area,

The majority recognizes the existence of anti-
competitive consideration (although it accords them
less weight than we do), but finds, in effect, that
they are outweighed by advantages related to the
convenience and needs of the community to be
served and the potential liberalizing effect on Peo-
ples National’s conservative lending practices which
the proposed affiliation would allegedly bring about.
We believe that the asserted advantages are largely
illusory. It is true that Peoples National has been
conservatively operated since 1966, However, this
fact is explained primarily by the much less cau-
tious operating practices that preceded present man-
agement in the Bank, and reasonably fostered the
present conservative operating policies, particularly
with respect to credit extensions.

Further, under these circumstances, the conserva-
tive policies of the present management may indeed
be appropriate, and in any event, should not nec-
essarily be taken as indicating overly cautious man-
agement. In regard to earnings, Peoples National's
ratio of earnings to assets for 1968 was consider-
ably above the average ratio for banks in the Fed-
eral Reserve District in which it is located. Its de-
posit growth has been comparable to that of other
banks in the Manassas market and the banking
services which it offers, apart from the rather con-
servative loan policy referred to, appear to us to be
satisfactory. Persons in the Manassas area who seek
more specialized services than those offered by Peo-
ples National do not have far to go. Two other
holding company subsidiaries operate nine offices in
that area and one of Applicant’s subsidiaries has an
office 16 miles away and is about to open another
one even closer.

In view of the substantial anticompetitive aspects
of the proposal and the lack of any balancing ad-
vantage to either the community or the institutions
involved, we would deny the application.

ATLANTIC BANCORPORATION AND THE
ATLANTIC NATIONAL BANK OF
JACKSONVILLE, JACKSONVILLE,

FLORIDA

In the matter of the applications of Atlantic Ban-
corporation and The Atlantic National Bank of
Jacksonville, Jacksonville, Florida, for approval of
acquisition of not less than 80 per cent of the voting
shares of Aloma National Bank of Winter Park,
Winter Park, Florida.

ORDER APPROVING APPLICATIONS UNDER
BANK HOLDING COMPANY ACT

There has come before the Board of Governors,
pursuant to section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a) (3)),
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)), the applications of
Atlantic Bancorporation and The Atlantic National
Bank of Jacksonville, both of Jacksonville, Florida,
for the Board’s prior approval of the acquisition of
not less than 80 per cent of the voting shares of
Aloma National Bank of Winter Park, Winter Park,
Florida.

As required by section 3(b) of the Act, the
Board gave written notice of receipt of the applica-
tions to the Comptroller of the Currency and re-
quested his views and recommendation. The Comp-
troller recommended approval of the applications,

Notice of receipt of the applications was pub-
lished in the Federal Register on November 25,
1969 (34 Federal Register 18834), providing an
opportunity for interested persons to submit com-
ments and views with respect to the proposal.
Copies of the applications were forwarded to the
United States Department of Justice for its con-
sideration. Time for filing comments and views has
expired and all those received have been considered
by the Board.

IT 1S HEREBY ORDERED, for the reasons set forth
in the Board’s Statement of this date, that said ap-
plications be and hereby are approved, provided
that the acquisition so approved shall not be con-
summated (a) before the thirtieth calendar day
following the date of this Order or (b) later than
three months after the date of this Order, unless
such period is extended for good cause by the
Board, or by the Federal Reserve Bank of Atlanta
pursuant to delegated authority.

Dated at Washington, D.C. this 5th day of Feb-
ruary 1970.

By order of the Board of Governors.

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Maisel, Brimmer, and Sherrill.
Absent and not voting: Chairman Martin and Gov-
ernor Daane. Chairman Burns was not a member of
the Board on the date of the Board’s decision.

(Signed) KENNETH A. KENYON,
Deputy Secretary.

[seaL]
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STATEMENT

Atlantic Bancorporation (“Atlantic”) and The
Atlantic National Bank of Jacksonville (*Atlantic
National Bank™), both of which are registered bank
holding companies located in Jacksonville, Florida,
have applied to the Board of Governors, pursuant
to section 3(a)(3) of the Bank Holding Company
Act of 1956 (12 U.S.C. 1842(a)(3)), for prior
approval of the acquisition of not less than 80 per
cent of the voting shares of Aloma National Bank
of Winter Park, Winter Park, Florida (“Bank’).
Atlantic is a bank holding company by virtue of its
control of Atlantic National Bank and 12 other
banks. Atlantic National Bank is also a bank hold-
ing company because it owns more than 25 per cent
of the voting shares of Atlantic, and thereby has
indirect control of Atlantic’s subsidiary banks. The
proposed acquisition would be directly made by
Atlantic.

Views and recommendations of supervisory au-
thorities. As required by section 3(b) of the Act,
notice of receipt of the applications was given to
the Comptroller of the Currency, and his views and
recommendation were requested. The Comptroller
recommended approval of the applications.

Statutory considerations. Section 3(c) of the Act
provides that the Board shall not approve an ac-
quisition that would result in a monopoly or would
be in furtherance of any combination of conspiracy
to monopolize or to attempt to monopolize the
business of banking in any part of the United
States. Nor may the Board approve a proposed ac-
quisition, the effect of which, in any section of the
country, may be substantially to lessen competition,
or to tend to create a monopoly, or which in any
other manner would be in restraint of trade, unless
the Board finds that the anticompetitive effects of
the proposed transaction are clearly outweighed in
the public interest by the probable effect of the
transaction in meeting the convenience and needs
of the communities to be served. In each case the
Board is required to take into consideration the
financial and managerial resources and future pros-
pects of the bank holding company and the banks
concerned, and the convenience and needs of the
communities to be served.

Competitive effect of the proposed transaction.
Atlantic controls 13 banks with total deposits of
$541 million, representing 4.6 per cent of the total
bank deposits in the State of Florida.' It is the

1 All banking data are as of June 30, 1969, and reflect
holding company formations and acquisitions approved
by the Board to date.

fourth largest bank holding company and banking
organization in the State. Upon acquisition of Bank
($9.7 million deposits), Atlantic’s relative position
among holding companies and banking organiza-
tions in the State would remain unchanged, and
its share of State deposits would increase to 4.7
per cent.

Bank’s only office is located in Winter Park,
Orange County, Florida, a suburb of Orlando.
Bank is the sixteenth largest of 20 banks in the
county and controls 1.5 per cent of county deposits.
Bank’s primary service area (population 75,000) is
comprised of Winter Park, the northern portion of
Orlando, and a small portion of southern Seminole
County. Bank is the seventh largest of eight banks
within this area, controlling only 4.6 per cent of
the area’s deposits.

Atlantic has no subsidiary within Orange County;
the closest subsidiary is located approximately
seventeen miles north in Seminole County. There
is no overlap in the areas from which the subsidi-
ary and Bank derive business, and none appears
likely to develop, due to the rural area separating
the two, the existence of intervening banks, and the
fact that Florida [aw prohibits branch banking.

Six of the 20 banks in Orange County are subsid-
iaries of the County’s largest banking organization,
a bank holding company whose subsidiaries control
42 per cent of county deposits. Atlantic’s entry into
competition in the county through acquisition of
one of the area’s smallest banks (Bank holds 1.5
per cent of total county deposits) should serve to
increase competition and, by providing an alterna-
tive source of full banking services, facilitate de-
concentration of the area’s banking resources.

Based upon the foregoing, the Board concludes
that consummation of the proposed acquisition
would not result in a monopoly or be in furtherance
of any combination, conspiracy, or attempt to
monopolize the business of banking in any area,
and would not substantially lessen competition, tend
to create a monopoly, or restrain trade in any sec-
tion of the country.

Financial and managerial resources and future
prospects. Atlantic and its subsidiary banks are in
satisfactory financial condition, with capable man-
agement and favorable prospects.

The prospects of Bank also appear favorable. Its
management is capable and its financial condition
satisfactory.

On the basis of the foregoing, considerations
relating to the banking factors are regarded as con-
sistent with approval of the applications.
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Convenience and needs of the communities in-
volved. Consummation of the proposed transaction
will have no effect on customers of Atlantic’s
present subsidiaries.

It appears that the banking needs of the public
in both Orange County and Bank'’s service area are
being adequately served at the present time. The
primary benefits likely to result from the acquisition
would be an enhancement of Bank’s ability to ar-
range participations to finance large commercial
transactions in the rapidly growing area, and an
upgrading of the quality and efficiency of present
services. Improvements in Bank’s service offering
should result from Atlantic’s proposal to provide
Bank with counseling in accounting and tax mat-
ters, investments, credits and operations.

These considerations weigh in favor of approval
of the applications.

Summary and conclusion., On the basis of all
relevant facts contained in the record, and in the
light of the factors set forth in section 3(¢) of the
Act, it is the Board’s judgment that the proposed
transaction would be in the public interest and that
the applications should be approved.

FIRST FINANCIAL CORPORATION,
TAMPA, FLORIDA

In the matter of the application of First Financial
Corporation, Tampa, Florida, for approval of ac-
quisition of at least 51 per cent of the voting shares
of The First National Bank in Plant City, Plant City,
Florida.

ORDER APPROVING APPLICATION UNDER
BAaNK HoLDING COMPANY ACT

There has come before the Board of Governors,
pursuant to section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3)),
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)), an application by
First Financial Corporation, Tampa, Florida, a reg-
istered bank holding company, for the Board’s prior
approval of the acquisition of at least 51 per cent of
the voting shares of The First National Bank in
Plant City, Plant City, Florida.

As required by section 3(b) of the Act, the
Board notified the Comptroller of the Currency of
receipt of the application and requested his views
and recommendation. The Comptroller offered no
objection to approval of the application.

Notice of receipt of the application was pub-
lished in the Federal Register on November 13,
1969 (34 Federal Register 18203), providing an
opportunity for interested persons to submit com-

ments and views with respect to the proposed ac-
quisition. A copy of the application was forwarded
to the United States Department of Justice for its
consideration. Time for filing comments and views
has expired and all those received have been con-
sidered by the Board.

IT 1S HEREBY ORDERED, for the reasons set forth
in the Board’s Statement of this date, that said ap-
plication be and hereby is approved, provided that
the acquisition so approved shall not be consum-
mated (a) before the thirtieth calendar day fol-
lowing the date of this Order, or (b) later than
three months after the date of this Order, unless
such period is extended for good cause by the
Board, or by the Federal Reserve Bank of Atlanta
pursuant to delegated authority.

Dated at Washington, D.C., this 5th day of Feb-
ruary 1970.

By order of the Board of Governors.

Voting for this action: Vice Chairman Robertson and
Governors Mitchell, Daane, Maisel, and Brimmer.
Absent and not voting: Chairman Martin and Gov-
ernor Sherrill. Chairman Burns was not a member of
the Board on the date of the Board’s decision.

(Signed) KENNETH A. KENYON,
Deputy Secretary.
[SEAL]

In the matter of the application of First Financial
Corporation, Tampa, Florida, for approval of ac-
quisition of not less than 80 per cent of the voting
shares of The First National Bank in Punta Gorda,
Punta Gorda, Florida.

ORDER APPROVING APPLICATION UNDER
BANK HoLpING COMPANY ACT

There has come before the Board of Governors,
pursuant to section 3(a) (3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3))
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)), and application by
First Financial Corporation, Tampa, Florida, a reg-
istered bank holding company, for the Board’s prior
approval of the acquisition of not less than 80 per
cent of the voting shares of The First National
Bank in Punta Gorda, Punta Gorda, Florida,

As requested by section 3(b) of the Act, the
Board notified the Comptroller of the Currency of
receipt of the application and requested his views
and recommendation. The Comptroller recom-
mended that the application be given favorable
consideration,

Notice of receipt of the application was pub-
lished in the Federal Register on September 30,
1969 (34 Federal Register 15278), which provided
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an opportunity for interested persons to submit
comments and views with respect to the proposed
transaction. A copy of the application was for-
warded to the United States Department of Justice
for its consideration. The time for filing comments
and views has expired and all those received have
been considered by the Board,

IT 1S HEREBY ORDERED, for the reasons set forth
in the Board’s Statement of this date, that said ap-
plication be and hereby is approved, provided that
the acquisition so approved shall not be consum-
mated (a) before the thirtieth calendar day follow-
ing the date of this Order or (b) later than three
months after the date of this Order, unless such
period is extended for good cause by the Board, or
by the Federal Reserve Bank of Atlanta pursuant to
delegated authority.

Dated at Washington, D.C., this 5th day of Feb-
ruary 1970.

By order of the Board of Governors.

Voting for this action: Vice Chairman Robertson and
Governors Mitchell, Daane, Maisel, and Brimmer.
Absent and not voting: Chairman Martin and Gov-

ernor Sherrill. Chairman Burns was not a member
of the Board on the date of the Board’s decision.

(Signed) KENNETH A. KENYON,
Deputy Secretary.
[SEAL]

STATEMENT

First Financial Corporation, Tampa, Florida
(“Applicant™), a registered bank holding company,
has applied to the Board of Governors, pursuant to
section 3(a)(3) of the Bank Holding Company
Act of 1956, for prior approval of the acquisition
of not less than 80 per cent of the voting shares of
The First National Bank in Punta Gorda, Punta
Gorda, Florida (“Punta Gorda Bank”), and at
least 51 per cent of the voting shares of The First
National Bank in Plant City, Plant City, Florida
(“Plant City Bank”). Each of the applications has
been separately considered and is the subject of a
separate Board Order. However, since certain facts
and circumstances are common to both applica-
tions, this Statement contains the Board’s findings
and conclusions with respect to both.

Views and recommendation of supervisory au-
thority. As required by section 3(b) of the Act, the
Board gave written notice of receipt of the applica-
tions to the Comptroller of the Currency, and re-
quested his views and recommendations thereon.
The Comptroller’s views are consistent with ap-
proval of the applications.

Staturory considerations. Section 3(c) of the Act

provides that the Board shall not approve an ac-
quisition that would result in a monopoly or would
be in furtherance of any combination or conspiracy
to monopolize or to attempt to monopolize the
business of banking in any part of the United
States. Nor may the Board approve a proposed ac-
quisition, the effect of which, in any section of the
country, may be substantially to lessen competition,
or to tend to create a monopoly, or which in any
other manner would be in restraint of trade, unless
the Board finds that the anticompetitive effects of
the proposed transaction are clearly outweighed in
the public interest by the probable effect of the
transaction in meeting the convenience and needs
of the communities to be served. In each case, the
Board is required to take into consideration the
financial and managerial resources and future pros-
pects of the bank holding company and the banks
concerned, and the convenience and needs of the
communities to be served.

Competitive effect of the proposed transaction.
The 10 largest banking organizations in Florida,
which include 8 of 13 Florida-based bank holding
companies, control 39.6 per cent of State deposits.'
Applicant, the sixth largest banking organization,
controls 2.3 per cent of State deposits. It directly
owns a majority of the shares of The First National
Bank of Tampa and directly and indirectly owns
and controls a majority of the shares of Union
Security & Tnvestment Company (“US&I"), a reg-
istered bank holding company which has four sub-
sidiary banks. Consummation of the proposed trans-
actions would increase Applicant’s share of State
deposits to 2.4 per cent, but would not otherwise
affect its position relative to other large banking
organizations in the State.

Punta Gorda Bank ($17.8 million deposits) is
the only bank in Punta Gorda, and is slightly the
smaller of two banks in Charlotte County, its
primary service area; a larger independent bank
($18.3 million deposits) located in Port Charlotte
is the only competitor within this area, which has
a population of 23,000, The closest of Applicant’s
subsidiary banks are located in Tampa, approxi-
mately 100 miles north of Punta Gorda, and no
significant competition exists between Punta Gorda
Bank and any of the present subsidiaries.

Plant City Bank ($17.7 million deposits) is the
smaller of two independent banks serving Plant
City, and the eleventh largest of 24 banks located

1 All banking data are as of June 30, 1969, and reflect
holding company formations and acquisitions approved by
the Board to date.
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in Hillsborough County. Applicant has three sub-
sidiaries in Hillsborough County, all of which are
located in Tampa, 20 miles west of Plant City, Of
the three, only Applicant’s largest subsidiary de-
rives any business from Plant City, the primary
service area of Plant City Bank. That business,
which is insignificant in amount and wholesale in
nature, does not appear indicative of present or
possible future competition between that bank and
Plant City Bank. Applicant’s closest subsidiary is
located in Lakeland, Polk County, 13 miles east of
Plant City, and derives no significant business from
the Plant City area. Plant City Bank derives less
than 5 per cent of its deposits and loans from the
Lakeland and Tampa areas. Because of the pres-
ence of intervening banks in the area between
Plant City and Applicant’s present subsidiaries, the
distances involved, and the fact that branching is
prohibited under Florida law, consummation of the
acquisition would neither eliminate existing com-
petition nor foreclose significant potential competi-
tion,

On the basis of the foregoing, the Board con-
cludes that consummation of the proposals would
not result in a monopoly or be in furtherance of
any combination, conspiracy or attempt to monop-
olize the business of banking in any part of the
United States, and would not restrain trade, sub-
stantially lessen competition, or tend to create a
monopoly in any section of the country.

Financing and managerial resources and future
prospects. Applicant is a registered bank holding
company, recently formed pursuant to Board ap-
proval® in order to effect a technical reorganiza-
tion of a previously existing relationship among
The First National Bank of Tampa, US&I, and the
latter’s subsidiary banks. Applicant has indicated its
intention to provide additional capital for three of
its present subsidiaries, as well as for Plant City
Bank in the event that the application relating to
that bank is approved. In the light of the proposed
capital improvements, the banking factors, as they
relate to Applicant and its present subsidiary banks,
are regarded as consistent with approval of the
present applications,

The financial condition and management of
Punta Gorda Bank are satisfactory, and its pros-
pects appear favorable. The bank is located in a
rapid growth area, and it appears likely that pe-
riodic increases in capital will be necessary to meet
anticipated growth in the bank’s deposits; affiliation
with Applicant should facilitate the raising of such
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additional capital, as needed.

The capital of Plant City Bank is marginal, and
the bank has some asset weakness as well. The
chief executive officer of the bank recently re-
signed, and operating management is currently
being provided by Applicant’s organization. In view
of Applicant’s earlier-mentioned proposal to supple-
ment the bank’s capital and its ability to continue to
provide effective management, affiliation with Appli-
cant would significantly improve the prospects of
Plant City Bank.

Considerations regarding the banking factors
lend some weight in support of the Punta Gorda
application and weigh heavily in favor of approval
of the Plant City application.

Convenience and needs of the communities in-
volved. Consummation of the proposed acquisitions
would not significantly affect the convenience or
needs of the communities served by Applicant’s
present subsidiaries.

It appears that most of the banking services re-
quired by the communities served by the proposed
subsidiary banks are presently being provided by
banks located there. However, trust services are not
presently offered by any bank in Plant City or in
Charlotte County, and it appears likely that there
is some demand for such services in both areas.
In the event the proposed acquisitions are consum-
mated, Applicant would make such services avail-
able in both areas, through the facilities of its lead
bank.

The providing of capable management to Plant
City Bank should considerably improve the quality
of services offered by that bank, and the ability of
both banks to serve their communities should be
enhanced by the counsel which Applicant could
provide in various areas of service. Their ability to
meet demands for larger credits would be in-
creased by the greater facility of arranging partici-
pations with Applicant’s other subsidiaries, and data
processing services available from Applicant would
permit efficiencies of indirect benefit to their cus-
tomers.

Considerations relating to the convenience and
needs of the areas involved weigh in favor of ap-
proval of the applications.

Summary and conclusion. On the basis of all the
relevant facts contained in the record and in the
light of the factors set forth in section 3(c) of the
Act, it is the Board’s judgment that the proposed
transactions would be in the public interest and
that the applications should be approved.
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Federal Reserve Banks and Branches

Following is a list of the directorates of the Federal Reserve Banks and branches as at present con-
stituted. The list shows, in addition to the name of each director, his principal business affiliation, the
class of directorship, and the date when his term expires. Each Federal Reserve Bank has nine directors;
three Class A and three Class B directors, who are elected by the stockholding member banks, and three
Class C directors, who are appointed by the Board of Governors of the Federal Reserve System. Class A
directors are representative of the stockholding member banks. Class B directors must be actively
engaged in their district in commerce, agriculture, or some industrial pursuit, and may not be officers,
directors, or employecs of any bank. For the purpose of electing Class A and Class B directors, the
member banks of each Federal Reserve district are classified by the Board of Governors of the Federal
Reserve System into three groups, each of which consists of banks of similar capitalization, and each
group elects one Class A and one Class B director. Class C directors may not be officers, directors,
employees, or stockholders of any bank. One Class C director is designated by the Board of Governors
as Chairman of the Board of Directors and Federal Reserve Agent and another as Deputy Chairman.
Federal Reserve Bank branches have either five or seven directors, of whom a majority are appointed
by the board of directors of the parent Federal Reserve Bank and the others are appointed by the Board
of Governors of the Federal Reserve System. One of the directors appointed by the Board of Governors
at each branch is designated annually as Chairman of the Board in such manner as the Federal Reserve
Bank may prescribe.

District 1—FEDERAL RESERVE BANK OF BOSTON

Term
Expires
Class A: Dec. 31
WiLLIAM R, KENNEDY President, Merrimack Valley National Bank, Haverhill, Mass. 1970
JOHN SIMMEN Chairman of the Board, Industrial National Bank of Rhode
Island, Providence, R.L. 1971
Tucker H. Davip Executive Vice President, The Deep River National Bank, Deep
River, Conn. 1972
Class B:
JAMES R. CARTER Chairman of the Board, Nashua Corporation, Nashua, N.H. 1970
W. GORDON ROBERTSON Chairman of the Executive Committee, Co-Chairman of the
Board, Bangor Punta Corporation, Bangor, Maine 1971
F. Ray KEYSER, JR. Vice President, Vermont Marble Company, Proctor, Vt. 1972
Class C:
Joun M. Fox * Chairman of the Board, President, United Fruit Company,
Boston, Mass, 1970
JAMES S. DUESENBERRY ' Professor of Economics, Harvard University, Cambridge, Mass. 1971
Louis W. CasoT Chairman of the Board, Cabot Corporation, Boston, Mass. 1972
* Chairman ? Deputy Chairman
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District 2—FEDERAL RESERVE BANK OF NEW YORK

Term
Expires
Dec. 31
Class A:
R. E. McNEILL, JR. Chairman of the Board, Manufacturers Hanover Trust Company,
New York, N.Y. 1970
C. E. TREMAN, JR. President, Tompkins County Trust Company, Ithaca, N.Y. 1971
ARTHUR S. HAMLIN President, The Canandaigua National Bank and Trust Company,
Canandaigua, N.Y. 1972
Class B:
ARTHUR K. WATSON Chairman of the Board, IBM World Trade Corporation, Ar-
monk, N.Y. 1970
MirLToN C. MUMFORD Chairman of the Board, Lever Brothers Company, New York,
N.Y. 1971
MAURICE R. FORMAN President, B. Forman Co., Inc., Rochester, N.Y, 1972
Class C:
JAMES M. HESTER * President, New York University, New York, N.Y. 1970
ROSWELL L. GILPATRIC Partner, Cravath, Swaine and Moore, New York, N.Y. 1971
ALBERT L. NICKERSON ' New York, N.Y. 1972
BUFFALO BRANCH
Appointed by Federal Reserve Bank:
WiLmoT R. CRraiG Chairman of the Board, Chief Executive Officer, Lincoln Roch-
ester Trust Company, Rochester, N.Y. 1970
CHARLES L. HUGHES President, The Silver Creek National Bank, Silver Creek, N.Y. 1970
JAMES I. WYCKOFF President, The National Bank of Geneva, N.Y. 1971
Davip J. LauB President, Marine Midland Trust Company of Western New
York, Buffalo, N.Y. 1972
Appointed by Board of Governors:
ROBERT S. BENNETT ' General Manager, Lackawanna Plant, Bethlehem Steel Corpora-
tion, Buffalo, N.Y, 1970
NORMAN F. BEACH Vice President, Eastman Kodak Company, Rochester, N.Y. 1971
MORTON ADAMS General Manager, Pro-Fac Cooperative, Inc., Rochester, N.Y. 1972
District 3—FEDERAL RESERVE BANK OF PHILADELPHIA
Class A:
H. LYLE DUFFEY Executive Vice President, The First National Bank, McConnells-
burg, Pa. 1970
HaroLp F. STILL, JR. President, Central-Penn National Bank of Philadelphia, Pa. 1971
WiLLiaM R, CosBy President, Princeton Bank and Trust Company, Princeton, N.J. 1972

! Chairman * Deputy Chairman
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District 3—FEDERAL RESERVE BANK OF PHILADELPHIA—Continued

Term
Expires
Class B: Dec. 31
PHiLip H. GLATFELTER, III President, P. H. Glatfelter Co., Spring Grove, Pa. 1970
HENRY A. THOURON President, Hercules Incorporated, Wilmington, Del. 1971
EpWARD J. DWYER President, ESB Incorporated, Philadelphia, Pa. 1972
Class C:
WiLLis J. WINN ' Dean, Wharton School of Finance and Commerce, University of
Pennsylvania, Philadelphia, Pa. 1970
D. ROBERT YARNALL, JR. President, Yarway Corporation, Blue Bell, Pa. 1971
BAYARD L. ENGLAND * Chairman of the Board, Atlantic City Electric Company, Atlantic
City, N.J. 1972
District 4—FEDERAL RESERVE BANK OF CLEVELAND
Class A:
SEWARD D. SCHOOLER President, Coshocton National Bank, Coshocton, Ohio 1970
GEORGE F. KARCH Chairman of the Board, Chief Executive Officer, The Cleveland
Trust Company, Cleveland, Ohio 1971
DAvID L. BRUMBACK, JR. President, Van Wert National Bank, Van Wert, Ohio 1972
Class B:
JoHN L. GUSHMAN Chief Executive Officer, President, Anchor Hocking Corporation,
Lancaster, Ohio 1970
J. WILLIAM HENDERSON, JR. President, Buckeye International, Inc., Columbus, Ohio 1971
R. STANLEY LAING President, The National Cash Register Company, Dayton, Ohio 1972
Class C:
J. WARD KEENER * Chairman of the Board, The B. F. Goodrich Company, Akron,
Ohio 1970
HORACE A. SHEPARD Chairman of the Board, Chief Executive Officer, TRW Inc.,
Cleveland, Ohio 1971
ALBERT G. CLAY' President, Clay Tobacco Company, Mt. Sterling, Ky. 1972
CINCINNATI BRANCH
Appointed by Federal Reserve Bank:
FLETCHER E. NYCE Chairman of the Board, Chief Executive Officer, The Central
Trust Company, Cincinnati, Ohio 1970
ROBERT B. JOHNSON President, Pikeville National Bank & Trust Company, Pike-
ville, Ky, 1971
EDWARD W. BARKER President, First National Bank of Middletown, Ohio 1972
FRED O. MACFEE, JR. Vice President, General Manager, Aircraft Engine Operating
Division, General Electric Company, Cincinnati, Ohio 1972

* Chairman * Deputy Chairman
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District 4—FEDERAL RESERVE BANK OF CLEVELAND—Continued
CINCINNATI BRANCH-—Continued

Term
Expires
Appointed by Board of Governors: Dec. 31
ORrIN E. ATKINS President, Ashland Oil, Inc., Ashland, Ky. 1970
GRrAHAM E, Marx'’ President, General Manager, The G. A, Gray Company, Cin-
cinnati, Ohio 1971
PHiLLIP R, SHRIVER President, Miami University, Oxford, Ohio 1972
PITTSBURGH BRANCH
Appointed by Federal Reserve Bank:
GEORGE S. Cook President, Somerset Trust Company, Somerset, Pa. 1970
CHARLES H, BRACKEN President, Marine National Bank, Erie, Pa. 1971
RoBINSON F. BARKER Chairman of the Board, Chief Executive Officer, PPG Industries,
Pittsburgh, Pa, 1972
J. W. BINGHAM President, The Merchants & Manufacturers National Bank,
Sharon, Pa. 1972
Appointed by Board of Governors:
B. R. DORSEY President, Gulf Qil Corporation, Pittsburgh, Pa. 1970
RICHARD M. CYERT Dean, Graduate School of Industrial Administration, Carnegie-
Mellon University, Pittsburgh, Pa. 1971
LAWRENCE E. WALKLEY ' President, Chief Executive Officer, Westinghouse Air Brake
Company, Pittsburgh, Pa. 1972
District 5—FEDERAL RESERVE BANK OF RICHMOND
Class A:
GILES H. MILLER, JR. President, The Culpeper National Bank, Culpeper, Va. 1970
DoucrLas D. MONROE, JR.  President, Chesapeake National Bank, Kilmarnock, Va. 1971
HucgH A. CURRY President, The Kanawha Valley Bank, Charleston, W.Va. 1972
Class B:
H. DAiL HOLDERNESS President, Carolina Telephone and Telegraph Company,
Tarboro, N.C. 1970
CHARLES D. LYoN Hagerstown, Md. 1971
ROBERT S. SMALL President, Dan River Mills, Inc., Greenville, S.C. 1972
Class C:
STUART SHUMATE President, Richmond, Fredericksburg and Potomac Railroad
Company, Richmond, Va, 1970
WiLsoN H. ELKINS ! President, University of Maryland, College Park, Md. 1971
RoBERT W. LAwsoN, JR.°  Managing Partner of Charleston Office, Steptoe & Johnson, At-
torneys, Charleston, W.Va. 1972

* Chairman * Deputy Chairman
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District 5—FEDERAL RESERVE BANK OF RICHMOND—Continued
BALTIMORE BRANCH

Term
Expires
Appointed by Federal Reserve Bank: Dec. 31
ADRIAN L. McCARDELL Chairman of the Board, First National Bank of Maryland, Balti-
: more, Md. 1970
JAMES J. ROBINSON Executive Vice President, Bank of Ripley, W.Va. 1970
TiLToN H. DoBBIN Chairman of the Executive Committee, President, Maryland Na-
tional Bank, Baltimore, Md. 1971
J. R. CHAFFINCH, JR. Executive Vice President, The Denton National Bank, Denton,
Md. 1972
Appointed by Board of Governors:
JouN H. FETTING, JR. President, A. H. Fetting Company, Baltimore, Md. 1970
JAMES M, JARVIS Chairman of the Board, Jarvis, Downing & Emch, Inc., Clarks-
burg, W.Va. 1971
ARNOLD J. KLEFF, JR. ' Manager, Baltimore Refinery, American Smelting and Refining
Company, Baltimore, Md. 1972
CHARLOTTE BRANCH
Appointed by Federal Reserve Bank:
C. C. CAMERON Chairman of the Board, President, First Union National Bank,
Charlotte, N.C. 1970
H. PHELPS BROOKS, JR. President, The Peoples National Bank, Chester, S.C, 1970
L. D. CoLTRANE, II] President, The Concord National Bank, Concord, N.C. 1971
J. WiLLis CANTEY President, The Citizens and Southern National Bank, Colum-
bia, S.C. 1972
Appointed by Board of Governors:
WiLLiAM B. McGUIRE ' President, Duke Power Company, Charlotte, N.C. 1970
JOHN L. FRALEY Executive Vice President, Carolina Freight Carriers Corpora-
tion, Cherryville, N.C. 1971
E. CRAIG WALL, SR. Chairman of the Board, Canal Industries, Inc., Conway, S.C. 1972
District 6—FEDERAL RESERVE BANK OF ATLANTA
Class A:
A. L. ELLiS Chairman of the Board, First National Bank, Tarpon Springs, Fla. 1970
JoHN W. Gay President, The First National Bank of Scottsboro, Ala. 1971
WILLIAM B. MILLS President, The Florida National Bank, Jacksonville, Fla. 1972

! Chairman
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District 6—FEDERAL RESERVE BANK OF ATLANTA—Continued

Term
Expires
Class B: Dec. 31
HoskINS A. SHADOW President, Tennessee Valley Nursery, Inc., Winchester, Tenn. 1970
OWwEN COOPER President, Mississippi Chemical Corporation and Coastal Chem-
ical Corporation, Yazoo City, Miss. 1971
PHILIP J. LEE Vice President, Tropicana Products, Inc., Tampa, Fla. 1972
Class C:
JoHN C. WILSON * President, Horne-Wilson, Inc., Atlanta, Ga. 1970
EpwiIN I. HATCH! President, Georgia Power Company, Atlanta, Ga. 1971
F. EvANs FARWELL President, Milliken & Farwell, Inc., New Orleans, La. 1972
BIRMINGHAM BRANCH
Appointed by Federal Reserve Bank:
ARTHUR L. JOHNSON President, Camden National Bank, Camden, Ala. 1970
GEORGE A. LEMAISTRE President, City National Bank, Tuscaloosa, Ala. 1970
K. M. VARNER, JR. President, The First National Bank of Auburn, Ala. 1971
HARVEY TERRELL Chairman of the Board, The First National Bank of Birming-
ham, Ala. 1972
Appointed by Board of Governors:
C. CALDWELL MARKS ' Chairman of the Board, Owens-Richards Company, Inc., Birm-
ingham, Ala. 1970
W. CECIL BAUER President, South Central Bell Telephone Company, Birming-
ham, Ala. 1971
E. STANLEY ROBBINS President, National Floor Products Company, Inc., Florence, Ala. 1972
JACKSONVILLE BRANCH
Appointed by Federal Reserve Bank:
HARRY HoOD BASSETT Chairman of the Board, The First National Bank, Miami, Fla. 1970
JoHN Y. HUMPHRESS Executive Vice President, Capital City First National Bank, Tal-
lahassee, Fla. 1970
EpwARD W. LANE, JR. President, The Atlantic National Bank, Jacksonville, Fla, 1971
JAMES G. RICHARDSON Chairman of the Board, President, The Commercial Bank and
Trust Company of Ocala, Fla. 1972
Appointed by Board of Governors:
HENRY CRAGG ' Vice-President, Coca-Cola Company Foods Division, Orlando,
Fla. 1970
CASTLE W. JORDAN President, AO Industries, Inc., Coral Gables, Fla. 1971
HENRY K. STANFORD President, University of Miami, Coral Gables, Fla. 1972

' Chairman ? Deputy Chairman
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District 6—FEDERAL RESERVE BANK OF ATLANTA—Continued
NASHVILLE BRANCH

Term
Expires
Appointed by Federal Reserve Bank: Dec. 31
H. A. Crouch, Jr. President, The First National Bank, Tullahoma, Tenn. 1970
W, H. SwaIN President, First National Bank, Oneida, Tenn, 1970
HucH M. WILLSON President, Citizens National Bank, Athens, Tenn. 1971
EpwArD C. HUFFMAN Chairman of the Board, President, First National Bank, Shelby-
ville, Tenn. 1972
Appointed by Board of Governors:
ROBERT M. WILLIAMS ' President, ARO, Inc., Tullahoma, Tenn. 1970
Epwarbp J. BoLiNG Vice President for Development and Administration, The Uni-
versity of Tennessee, Knoxville, Tenn. 1971
Roy J. FISHER Manager, Tennessee Operations, Aluminum Company of Amer-
ica, Alcoa, Tenn. 1972
NEW ORLEANS BRANCH
Appointed by Federal Reserve Bank:
LucieN J. HEBERT, JR. Executive Vice President, Lafourche National Bank of Thibo-
daux, La. 1970
MORGAN WHITNEY Senior Vice President, Whitney National Bank, New Orleans, La. 1970
E. W. HaNING President, The First National Bank, Vicksburg, Miss. 1971
H. P. HEIDELBERG, JR. President, Pascagoula-Moss Point Bank, Pascagoula, Miss. 1972
Appointed by Board of Governors:
ROBERT H. RADCLIFF, JR. President, Southern Industries Corporation, Mobile, Ala. 1970
FRANK G. SMITH ! Vice President, Mississippi Power & Light Company, Jackson,
Miss. 1971
D. BEN KLEINPETER Wholesale Manager, Kleinpeter Farms Dairy, Inc., Baton
Rouge, La. 1972
District 7—FEDERAL RESERVE BANK OF CHICAGO
Class A:
MELVIN C. LOCKARD President, First National Bank, Mattoon, Iil. 1970
FLoyp F. WHITMORE President, The Okey-Vernon National Bank, Corning, Iowa 1971
Epwarp B. SMITH Chairman of the Board, The Northern Trust Company, Chicago,
Il 1972
Class B:
Howarp M. PACKARD Chairman of the Finance Committe, S. C. Johnson & Son, Inc.,
Racine, Wis, 1970
JosePH O. WAYMIRE Indianapolis, Ind. 1971
WiLLIAM H. DAVIDSON President, Harley-Davidson Motor Company, Milwaukee, Wis. 1972

! Chairman
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District 7—FEDERAL RESERVE BANK OF CHICAGO—Continued

Term
Expires
Class C: Dec. 31
FRANKLIN J. LUNDING Chairman of the Finance Committee, Jewel Companies, Inc.,
Melrose Park, Il 1970
WiILLIAM H. FRANKLIN * President, Caterpillar Tractor Co., Peoria, Iil. 1971
EMERsON G. HIGDON ' President, The Maytag Company, Newton, Iowa 1972
DETROIT BRANCH
Appointed by Federal Reserve Bank:
RAYMOND T. PERRING Chairman of the Board, The Detroit Bank and Trust Company,
Detroit, Mich. 1970
B. P. SHERWOOD, JR. President, Security First Bank & Trust Company, Grand Haven,
Mich, 1971
GEORGE L. WHYEL President, Genesee Merchants Bank & Trust Company, Flint,
Mich. 1972
ROLAND A. MEWHORT Chairman of the Board, Manufacturers National Bank of Detroit,
Mich. 1972
Appointed by Board of Governors:
L. WM. SEIDMAN ' Resident Partner, Seidman & Seidman, Grand Rapids, Mich. 1970
PETER B. CLARK Chairman of the Board, President, The Evening News Asso-
ciation, Detroit, Mich. 1971
W. M. DEFOE Chairman of the Board, Defoe Shipbuilding Company, Bay City,
Mich. 1972
District 8—FEDERAL RESERVE BANK OF ST. LOUIS
Class A:
BRADFORD BRETT President, First National Bank of Mexico, Mo. 1970
JaAMES P, HIckKok Chairman of the Board, First National Bank in St. Louis, Mo. 1971
CeciL W. Cupp, JR. President, Arkansas Bank & Trust Company, Hot Springs, Ark. 1972
Class B:
MARK TOWNSEND Chairman of the Board, Townsend Lumber Company, Inc.,
Stuttgart, Ark. 1970
SHERWOOD J. SMITH Vice President, D/P Computer Services, Inc., Evansville, Ind. 1971
EDWARD J. SCHNUCK President, Schnuck Markets, Inc., St. Louis, Mo. 1972
Class C:
SmiTH D. BROADBENT, JR.* Broadbent Hybrid Seed Co., Cadiz, Ky. 1970
FRrREDERIC M. PEIRCE * Chairman of the Board, Chief Executive Officer, General Ameri-
can Life Insurance Company, St. Louis, Mo, 1971
SaM CoOPER President, HumKo Products, Memphis, Tenn. 1972

! Chairman * Deputy Chairman
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DISTRICT 8—FEDERAL RESERVE BANK OF ST. LOUiIS—Continued
LITTLE ROCK BRANCH

Term
Expires
Appointed by Federal Reserve Bank: Dec. 31
EpwARD M. PENICK Chief Executive Officer, President, Worthen Bank & Trust Com-
pany, Little Rock, Ark. 1970
Louis E. HURLEY Chairman of the Board, The Exchange Bank & Trust Company,
El Dorado, Ark. 1971
ELL1s E. SHELTON President, The First National Bank of Fayetteville, Ark. 1972
WAYNE A. STONE Chairman of the Board, Chief Executive Officer, Simmons First
National Bank of Pine Bluff, Ark. 1972
Appointed by Board of Governors:
FRED I. BROWN, JR. President, Arkansas Foundry Company, Little Rock, Ark. 1970
AL POLLARD ! President, Brooks-Pollard Company, Little Rock, Ark. 1971
JAKE HARTZ, JR. President, Jacob Hartz Seed Co., Inc., Stuttgart, Ark, 1972
LOUISVILLE BRANCH
Appointed by Federal Reserve Bank:
J. E. MILLER Executive Vice President, Sellersburg State Bank, Sellersburg,
Ind. 1970
HucH M. SHwWAB Vice Chairman of the Board, First National Bank of Louisville,
Ky. 1971
PAuL CHASE President, The Bedford National Bank, Bedford, Ind. 1972
JamEes C. ZIMMERMAN Executive Vice President, The Owensboro National Bank,
Owensboro, Ky. 1972
Appointed by Board of Governors:
HARRY M. YOUNG, JRr. " Farmer, Herndon, Ky. 1970
RoNALD E. REITMEIER President, Catalysts and Chemicals Inc., Louisville, Ky. 1971
JouN G. BEAM President, Thomas Industries Inc., Louisville, Ky. 1972
MEMPHIS BRANCH
Appointed by Federal Reserve Bank:
J. J. WHITE President, Helena National Bank, Helena, Ark. 1970
WADE W. HOLLOWELL President, The First National Bank of Greenville, Miss. 1971
JaMEs R. FITZHUGH Executive Vice President, Bank of Ripley, Tenn. 1972
Lewis K. McKEE Chairman of the Board, National Bank of Commerce, Memphis,
Tenn, 1972
Appointed by Board of Governors:
ALVIN HUFFMAN, JR. ' President, Huffman Brothers Inc., Blytheville, Ark. 1970
C. WHITNEY BROWN President, S. C. Toof & Company, Memphis, Tenn. 1971
WiLLiaM L. GILES President, Mississippi State University, State College, Miss. 1972

! Chairman
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District 9—FEDERAL RESERVE BANK OF MINNEAPOLIS

Term
Expires
Class A: Dec. 31
WARREN F, VAUGHAN President, Security Trust & Savings Bank, Billings, Mont. 1970
G. A. DAHLEN President, 1st National Bank, Ironwood, Mich. 1971
JOHN BOSSHARD Executive Vice President, The First National Bank, Bangor, Wis. 1972
Class B:
DALE V. ANDERSEN President, Mitchell Packing Company, Inc., Mitchell, S. Dak. 1970
JoHN H. BAILEY President, The Cretex Companies, Inc., Elk River, Minn. 1971
DaviD M. HESKETT President, Montana-Dakota Ultilities Co., Bismarck, N. Dak. 1972
Class C:
BrYoN W. REEVE President, Lake Shore, Inc., Iron Mountain, Mich. 1970
RoBERT F. LEACcH* Attorney, Oppenheimer, Hodgson, Brown, Wolff and Leach, St.
Paul, Minn. 1971
Davip M. LiLLy * Chairman of the Board, Toro Manufacturing Corporation, Min-
neapolis, Minn, 1972
HELENA BRANCH
Appointed by Federal Reserve Bank:
CHARLES H. BrRocksMITH  President, First Security Bank of Glasgow, N.A., Glasgow,
Mont. . 1970
GLENN H. LArSON President, First State Bank, Thompson Falls, Mont. 1970
RicHARD D. RuBIE Chairman of the Board, President, Missoula Bank of Montana,
Missoula, Mont. 1971
Appointed by Board of Governors: *
WARREN B. JoNEs * Secretary-Treasurer, Two Dot Land & Livestock Co., Harlow-
ton, Mont, 1970
WILLIAM A, CORDINGLEY Publisher, Great Falls Tribune, Great Falls, Mont. 1971
District 10—FEDERAL RESERVE BANK OF KANSAS CITY
Class A:
C. M. MILLER President, The Farmers & Merchants State Bank, Colby, Kans. 1970
JouN A. O’LEARY Chairman of the Board, The Peoples State Bank, Luray, Kans. 1971
RoGER D. KNIGHT, JR. Chairman of the Board, Denver U.S. National Bank, Denver,
Colo. 1972
Class B:
ALFRED E. JorDAN Vice President, Trans World Airlines, Inc., Kansas City, Mo. 1970
STANLEY LEARNED Member of Finance Committee, Phillips Petroleum Company,
Bartlesville, Okla. 1971
CeciL O. EMRricH Manager, Norfolk Livestock Market, Inc., Norfolk, Nebr, 1972

! Chairman * Deputy Chairman
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District 10—FEDERAL RESERVE BANK OF KANSAS CITY-—Continued

Term
Expires
Class C: Dec, 31
DoLpH SIMONS ' Editor, Journal-World, Lawrence, Kans. 1970
ROBERT W. WAGSTAFF President, Kansas City Coca-Cola Bottling Company, Kansas
City, Mo. 1971
WirL.LARD D, Hosrorp, JR. * Vice President, General Manager, John Deere Company, Omaha,
Nebr. 1972
DENVER BRANCH
Appointed by Federal Reserve Bank:
THEODORE D, BROwWN Executive Vice President, The First National Bank of Denver,
Colo. 1970
RoOBERT L. TripP President, Albuquerque National Bank, Albuquerque, N.M. 1970
ARMIN B. BARNEY Chairman of the Board, The Colorado Springs National Bank,
Colorado Springs, Colo. 1971
Appointed by Board of Governors:
Davip R. C. BROowWN President, The Aspen Skiing Corporation, Aspen, Colo. 1970
Cris DoBBINS ' Chairman of the Board, President, Ideal Basic Industries, Inc.,
Denver, Colo. 1971
OKLAHOMA CITY BRANCH
Appointed by Federal Reserve Bank:
CHARLEY M. CRAWFORD President, First National Bank, Frederick, Okla. 1970
MARVIN MILLARD Chairman of the Board, National Bank of Tulsa, Okla. 1970
W. H. McDonNALD Chairman of the Executive Committee, The First National Bank
and Trust Company of Oklahoma City, Okla. 1971
Appointed by Board of Governors:
F. W. ZALOUDEK Manager, J. 1. Case Implements, Kremlin, Okla, 1970
C. W. FLINT, JR."’ Chairman of the Board, Flint Steel Corporation, Tulsa, Okla. 1971
OMAHA BRANCH
Appointed by Federal Reserve Bank:
EpwaArD W, LYMAN President, The United States National Bank, Omaha, Nebr. 1970
Joun W, Hay, Jr. President, Rock Springs National Bank, Rock Springs, Wyo. 1971
S. N. WoLBACH President, First National Bank, Grand Island, Nebr. 1971
Appointed by Board of Governors:
HEeNRY Y. KLEINKAUF* President, Natkin & Company, Omaha, Nebr. 1970
A. JaMEs EBEL Vice President, General Manager, Cornhusker Television Cor-
poration, Lincoln, Nebr. 1971

* Chairman * Deputy Chairman
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District 11—FEDERAL RESERVE BANK OF DALLAS
Term
Expires
Class A: Dec. 31
J. V. KELLY President, The Peoples National Bank of Belton, Tex. 1970
A. W. RITER, JRr. President, The Peoples National Bank of Tyler, Tex. 1971
MuURRAY KYGER Chairman of the Board, The First National Bank of Fort Worth,
Tex. 1972
Class B:
CarL D. NEwWTON President, Fox-Stanley Photo Products, Inc., San Antonio, Tex. 1970
HucH F. STEEN President, El Paso Natural Gas Company, El Paso, Tex. 1971
C. A. TaTUM, JR. President, Chief Executive Officer, Texas Ultilities Company,
Dallas, Tex, 1972
Class C:
CARL J. THOMSEN ' Senior Vice President, Texas Instruments Incorporated, Dallas,
Tex. 1970
CHas. F. JoNEs * President, Humble Oil & Refining Company, Houston, Tex. 1971
PaiLip G. HOFFMAN President, University of Houston, Tex. 1972
EL PASO BRANCH
Appointed by Federal Reserve Bank:
CULLEN J. KELLY President, The First National Bank of Midland, Tex. 1970
JoE B. SISLER President, The Clovis National Bank, Clovis, N.M, 1971
ARCHIE B. ScoTT President, The Security State Bank of Pecos, Tex. 1972
SaMm D. YouNg, JR. President, El Paso National Bank, El Paso, Tex. 1972
Appointed by Board of Governors:
GORDON W. FOSTER * Vice President, Farah Manufacturing Company, Inc., El Paso,
Tex. 1970
JosePH M. Ray Benedict Professor of Political Science, The University of Texas
at El Paso, Tex. 1971
ALLAN B. BowMAN President, General Manager, Banner Mining Company, Tucson,
Ariz, 1972
HOUSTON BRANCH
Appointed by Federal Reserve Bank:
A. G. McNEESE, JRr. Chairman of the Board, Chief Executive Officer, Bank of the
Southwest National Association, Houston, Tex. 1970
HENRY B, CLAY President, First Bank & Trust, Bryan, Tex, 1971
W. G. THORNELL President, The First National Bank of Port Arthur, Tex. 1972
JouN E. WHITMORE Chairman of the Board, Texas National Bank of Commerce of
Houston, Tex. 1972

* Chairman ? Deputy Chairman
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District 11—FEDERAL RESERVE BANK OF DALLAS—Continued
HOUSTON BRANCH—Continued
Term
Expires
Appointed by Board of Governors: Dec. 31
M. STEELE WRIGHT, JR. President, General Manager, Texas Farm Products Company,
Nacogdoches, Tex. 1970
R. M. BUCKLEY President, Eastex Incorporated, Silsbee, Tex. 1971
GEeo T. MoORSE, Jr.' President, General Manager, Peden Iron & Steel Company,
Houston, Tex. 1972
SAN ANTONIO BRANCH
Appointed by Federal Reserve Bank:
RAY M. KECK, JRr. President, Union National Bank of Laredo, Tex. 1970
JamEes T. DENTON, JR. President, Corpus Christi Bank and Trust, Corpus Christi, Tex. 1971
T. C. FrosT, JR. President, The Frost National Bank of San Antonio, Tex. 1972
W. O. ROBERSON President, First National Bank at Brownsville, Tex. 1972
Appointed by Board of Governors:
Lroyp M. KNOWLTON General Manager, Knowlton’s Creamery, San Antonio, Tex. 1970
FraNCIS B. May ! Professor of Business Statistics, The University of Texas, Austin,
Tex. 1971
W. A. BELCHER Veterinarian, Rancher, Brackettville, Tex. 1972
District 12—FEDERAL RESERVE BANK OF SAN FRANCISCO
Class A:
CHARLES F. FRANKLAND Chairman of the Board, The Pacific National Bank, Seattle,
Wash. 1970
RALPH V. ARNOLD Chairman of the Board, Chief Executive Officer, First National
Bank and Trust Company, Ontario, Calif. 1971
CARroOLL F. BYrRD President, The First National Bank, Willows, Calif, 1972
Class B:
MARRON KENDRICK President, Chief Executive Officer, Schlage Lock Company, San
Francisco, Calif. 1970
HERBERT D, ARMSTRONG  Treasurer, Standard Oil Company of California, San Francisco,
Calif. 1971
JOSEPH ROSENBLATT Honorary Chairman of the Board, The Eimco Corporation, Salt
Lake City, Utah 1972
Class C:
O. MEREDITH WILSON * President, Director, Center for Advanced Study in the Behavioral
Sciences, Stanford, Calif. 1970
BERNARD T. Rocca, Jr. Chairman of the Board, Pacific Vegetable Oil Corporation, San
Francisco, Calif. 1971
S. ALFRED HALGREN * Senior Vice President, Ca