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TO OUR MEMBER BANKS:

We are pleased to present the Annual Report of the Federal 
Reserve Bank of Richmond for 1968. Featured is a review of the 
national and District economic developments during 1968. Also in
cluded are the Bank’s annual financial statements, a brief summary 
of the highlights of the year’s operations, and a current list of officers 
and directors at our Richmond, Baltimore, and Charlotte offices.

On behalf of our directors and staff, we wish to thank you for 
the splendid cooperation and support you have extended to us 
throughout the past year.

Sincerely yours,

Chairman of the Board President
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1 OAft in DmiiA\ii 
I I  W  I I I  I X t s V l t s V V

Fifth District business in 1968 proceeded against the back
ground of a strong expansion in the national economy and, with 
few exceptions, exhibited the same buoyant tendencies noted at 
the national level. Incomes of District residents continued to move 
up throughout the year, fueling a surge of consumer buying that 
showed little sign of letting up until the fourth quarter. In all 
geographic sectors of the District, as in most lines of activity, labor 
markets remained tight, with strong upward pressure on wage 
rates. Despite high and rising costs of mortgage funds, residential 
construction continued to advance briskly through most of the year. 
Commercial and industrial construction also registered substantial 
gains, as District businesses moved to keep their capacities geared 
to expanding demands.

Prolonged strikes penalized activity in some metals manu
facturing lines, while portions of the textile industry experienced 
a slump in demand associated with a reduced pace of Federal 
Government procurement. Overall, however, 1968 was a good 
year for District manufacturing. New orders, shipments, and 
backlogs were consistently on the rise in most lines, both durable 
and nondurable, and most District manufacturers shared in the 
strong national gain in industrial output.

In the District’s agricultural sector, 1968 produced mixed 
results. District farmers experienced further rises in their already 
high production costs and further substantial increases in their 
outstanding debt. Livestock producers as a whole enjoyed a rela
tively good year but this was not the case with crop producers, 
many of whom suffered from the extended drought that affected 
large parts of the District. As the year drew to a close, it ap
peared on balance that cash farm income would be below the 
record level of 1967.

The National Climate
The national backdrop against which Fifth District economic 

activity was conducted in 1968 was dominated by growing do
mestic inflationary pressures. Early in the year it became ap
parent that domestic economic expansion was accelerating from 
the already high rates of late 1967. Quarterly gains in the Gross 
National Product, which had been of the order of $15 billion in 
the last half of 1967, surged to $22 billion in the first quarter of
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1968 and remained at approximately that level in the second 
quarter. With unutilized resources at unusually low levels, pro
ducers were unable to keep pace with the large and continuing 
increases in demand from consumers, businesses, and government. 
As a result, the upward thrust on prices escalated throughout the 
first half. The Consumer Price Index, which had risen at an 
annual rate of 3.8 per cent in the final half of 1967, moved up at 
a 4.6 per cent annual rate in the first half of 1968. A similar 
acceleration occurred in the Wholesale Price Index, which rose 
at an annual rate of 0.9 per cent in the final six months of 1967 
compared with an annual rate of 3.6 per cent in the first half of 
1968. Of the $43 billion increase in GNP in 1968’s first half, 
nearly one half was due to higher prices.

Overly rapid expansion of aggregate demand was clearly a 
major factor generating inflationary pressures throughout the year. 
But rising costs also contributed to the upward thrust on the price 
structure. Wage contracts covering an unusually large number 
of workers in a broad spectrum of industries had to be renegotiated 
in 1968. In a climate of rapidly rising living costs, buoyant de
mand for labor, and tightening labor supplies, renegotiated con
tracts called for wage increases substantially higher than those in 
most recent years. Generally speaking, wage contracts were 
heavily front-loaded, i.e., they provided for larger increases in the 
first year than in subsequent years covered by the agreement, and 
they called for 1968 hikes in wage rates which were well above 
productivity gains. As a result, the index of labor costs per unit 
of output continued to move up.

The rapid advance of the economy in the early months of the 
year added a dimension of urgency to the Administration’s efforts 
to secure Congressional approval of its proposed 10 per cent sur
charge on the Federal income tax. This proposal had been de
bated at length in the preceding autumn and by early 1968 it had 
become the most controversial policy issue before the country. 
For much of the first half of the year the issue appeared in stale
mate, with the outlook for the surcharge now brightening, now 
dimming, and credit markets as well as business plans reacting, 
often sharply, to these changing prospects. Not until late June 
was a compromise package, coupling cutbacks from spending levels 
for fiscal 1969 set forth in the President's budget message with 
the 10 per cent surcharge, approved by Congress.

The new levy went into effect on withholdings on July 15, 
retroactive to January 1 for corporations and to April 1 for in
dividuals. Its most conspicuous immediate impact was on the
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fraternity of economic forecasters, many of whom saw in the com
bined fiscal package a restraining potential more than sufficient 
to dissipate existing inflationary pressures. Increasingly, the term 
“ overkill” appeared in the commentaries of the forecasters, along 
with cautions regarding the need for easing credit to cushion some 
of the restrictiveness of the new fiscal measures. By midsummer 
the fairly standard expectation among observers was that GNP 
growth in the second half would be roughly 50 per cent below the 
pace of the first half. Some observers expected that, in the 
absence of some significant offset to the fiscal restraint, real 
growth would come to a halt in early 1969, with a substantial 
updrift in the unemployment rate.

As the third quarter progressed it became increasingly clear 
that this prognosis was overly pessimistic. While the rate of in
crease of Federal spending began to taper off, consumer and busi
ness spending turned up with unexpected impetus and the quarter 
showed a GNP gain of $18 billion. This was only moderately 
below the nearly $22 billion increase of the second quarter and 
still rather clearly an unsustainable rate of advance. Evidence 
multiplied that private spending was being stimulated by rather 
general expectations that prices would be higher in the future and 
that therefore anticipatory buying was the better part of discretion.

For a time in the early stages of the fourth quarter it appeared 
that the restraining effects of the surcharge were finally beginning 
to take hold. The rate of increase in personal income tapered off 
and in October retail sales declined for the second consecutive 
month, suggesting that the third quarter surge in consumer de
mand may have been a transitory phenomenon. Coupled with 
the reduced rate of increase in Federal spending, this seemed to 
indicate that the hoped for moderation in the pace of business 
advance was at last materializing. But renewed buoyancy ap
peared in the business statistics published in November and early 
December. These figures showed a 1.0 per cent gain in retail 
sales, large increases in industrial production, housing starts, and 
new orders, an unexpected spurt of inventory accumulation, and 
further increases in prices. By mid-December it appeared that the 
fourth quarter gain in GNP would again suggest unsustainable 
expansion. The impression generated was that an inflationary 
psychology had gripped the economy, and especially the business 
community, with an impact on spending plans that appeared to 
offset much of the restraining effects of the fiscal package en
acted in June.
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The Policy Environment
Fiscal and monetary policies in 1968 were geared, for the 

most part, to the task of slowing the robust advance of the do
mestic economy. The timing of specific measures, however, was 
often related to developments in international financial markets, 
which experienced what was perhaps their most turbulent year 
since the 1930’s. Unprecedentedly heavy private demand for gold 
threw gold markets into turmoil in late February and early March 
and led to important changes in market arrangements for both 
private and official gold trading. Then in the autumn a serious 
exchange crisis brought the French franc, the West German mark, 
and to some extent the British pound under severe pressure and 
threatened to upset the existing structure of exchange parities. 
Sporadically during the year, conditions in the international ex
changes and in gold markets were in a volatile state.

From the policy-makers’ standpoint, this international fi
nancial climate added urgency to the task of arresting the overly 
rapid advance of the domestic economy. The boom in the do
mestic economy generated price, wage, and income pressures which 
obstructed efforts to solve the longstanding U. S. balance of pay
ments problem and tended to undermine world confidence in the 
dollar and in the existing international payments system. Ac
cordingly, measures to restrain excessive demand at home were 
important not only to the maintenance of sustainable prosperity 
domestically but also in the interest of improvement in the U. S. 
balance of payments position.

In the policy area, perhaps the most important single measure 
adopted in 1968 was the fiscal package passed in June, with its 
provision for a 10 per cent surcharge on the Federal tax on cor
porate and individual incomes. On January 1, 1968, the Ad
ministration included a recommendation for such a surcharge in 
a strengthened program to restore equilibrium in the country’s 
balance of payments. But, as noted earlier, it was not until late 
June that Congressional action was forthcoming.

Meanwhile, in the absence of effective fiscal restraint, the 
task of slowing down the business expansion fell primarily to 
monetary policy. Through the first months of the year, open 
market policy became progressively more restrictive and in mid- 
March, at the height of the gold crisis, the Federal Reserve dis
count rate was raised from 4 ^  to 5 per cent. A little over a month 
later, the rate was hiked once more, this time to 5 per cent. 
Growth in bank credit and the money supply slowed and market
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rates rose through May, with many interest rates surpassing levels 
reached in the second half of 1966.

Following passage of the Revenue and Expenditure Control 
Act in late June, credit policy was eased somewhat and growth 
in bank credit and the money supply began to accelerate. Money 
rates fell sharply through mid-July to lows in early August but 
then, despite the stepped-up credit growth, began to move up once 
more in a number of market sectors. Then in August, the Federal 
Reserve discount rate was reduced to 51/4 per cent. This was 
primarily a technical action to align the discount rate with the 
change in money market conditions which had developed following 
enactment of the fiscal restraint package in late June. From that 
time through November, bank credit and the money supply con
tinued to grow at a rapid pace. But credit demands remained 
strong and market rates drifted steadily upward over most of 
this period.

By early December it was clear from the business statistics 
that the fiscal package enacted in June had not restrained the 
business boom as much as had been anticipated. In view of the 
buoyant current business performance and strong inflationary 
pressures, the Federal Reserve in mid-December announced 
an increase in the discount rate from 5 %  to 5 ^  per cent. At 
the same time, it failed to raise interest rates allowable under 
Regulation Q, an action widely interpreted as a signal that the 
central bank was prepared to accept some disintermediation and 
hence a substantial slowing in the rate of bank credit growth. 
Shortly after the discount rate hike, leading banks raised their 
prime lending rate from 6% to 6%  per cent, the second quarter- 
point increase in this rate in a fortnight. Market rates reacted 
sharply to these actions and as the year closed interest rates in 
virtually all sectors of the market had moved to record or near
record levels.

The District Economy
Fifth District Income

With few exceptions, the indexes of economic activity in the 
District maintained a steady and rapid pace of growth throughout 
1968. Annual data for both the District and the nation were in
complete at the time of this writing and accordingly some of the 
information cited in this report is based partially on estimates.
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Personal income data, which provided the most comprehensive 
index available on a regional basis, show substantial gains in all 
Fifth District states. Over the first three quarters, personal in
come in the District grew at an annual rate of 8.7 per cent, com
pared with an annual rate of 10.0 per cent for the nation as a 
whole. Income growth among District states at an annual per
centage rate for the first three quarters was: Maryland, 9.4; 
District of Columbia, 10.7; Virginia, 8.4; West Virginia, 7.5; 
North Carolina, 7.4; and South Carolina, 10.1.

The growth of personal income reflected in some measure the 
inflationary forces which existed at the beginning of the year and 
which grew more robust as the year progressed. As in other parts 
of the country, rising prices and costs constituted the most serious 
economic problem facing District producers and consumers during 
1968. Rapidly growing incomes were in part a product of the 
rising costs and prices. But they also contributed to the demand 
pressures that underlay much of the upward thrust on prices.

Construction
A shortage of housing, partly associated with a pent-up de

mand for residential buildings dating from 1966, continued 
throughout most of the year. Acute shortages of mortgage funds 
during the last half of 1966 led to sharp cutbacks in residential con
struction and the effects had not been overcome by 1968. The 
movement to raise statutory interest ceilings through revising so- 
called usury laws continued in the District and by the end of the 
year ceilings had been lifted above the longstanding 6 per cent 
maximum in all parts of the District. Following national trends, 
mortgage rates moved higher through most of the year, but funds 
flowed into mortgage markets much more freely than in the high 
interest period of 1966.

The housing shortage, the improved availability of mortgage 
funds, and the expectation of rapidly spiraling construction costs 
combined to produce a sharp rise in construction activity in the 
District. On a cumulative basis, building permits in October 1968 
were 21 per cent ahead of the same period a year earlier. Con
struction contracts awarded in the District for each month of 1968 
through October were above the same month of 1967 by significant 
margins, although they had not quite reattained their June
1966 peak.

Nonresidential construction in the District, which had suffered 
less than residential building in the latter part of 1966, also scored
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sizable gaina during the year. Investment in commercial and in-
(lustriui sti î o mu v cu k5LCduiî  ciiiticiu uiStiict iiiiiiiuiciciurcrs
continued to make large expenditures for expanded facilities. 
Large contracts for additional electric power facilities added 
significantly to the totals.

Employment and Unemployment

Employment in the District exhibited much the same ten
dencies as reported for the nation as a whole. From all quarters 
of the District and in nearly every kind of activity complaints 
abounded of serious shortages of workers at all job levels and for 
practically all skills. State unemployment rates declined further 
from already low levels and intense upward pressure on wages 
persisted throughout the year.

Through October, District nonagricultural employment ranged 
from 2.2 to 2.9 per cent higher than the corresponding month in
1967. Gains were recorded in manufacturing, with increases oc
curring in both the durable and nondurable lines. Durable manu
facturing, though increasing in number of employees by about
5.000 per year on the average since the beginning of 1966, con
tinued to hold on to a steady 37 per cent of total manufacturing 
employment in the District.

Throughout the year, monthly figures on nonmanufacturing 
employment ranged from 2.8 to 3.9 per cent higher than for the 
corresponding month in 1967. Much of this expansion was ac
counted for by trade employment, which ranged each month from
2.1 to 3.1 per cent above 1967, and by government employment, 
which ranged from 3.2 to 5.2 per cent above 1967. Significant 
percentage gains also occurred in transportation, communications 
and public utilities, finance, insurance and real estate, and 
services. Lowest among the nonmanufacturing categories in em
ployment gains were mining and contract construction.

The extreme stringency in the District’s labor markets is re
flected also in the unemployment statistics. District figures showed 
the unemployment rate moving downward throughout the year in 
all District states. In October the rate ranged from a low of
2.2 per cent of the labor force in Virginia to a high of 4.9 per cent 
in West Virginia. South Carolina, at 3.8 per cent in October, and 
West Virginia were the only states in the District with higher 
unemployment rates than the national average in that month. 
Nationally, the figure fell to a 15-year low of 3.3 per cent in 
November and remained at that rate in December.
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Manufacturing Payrolls

By October, manufacturing payrolls in the District had in
creased about 11 per cent from the beginning of the year. This 
compares with a 3 per cent increase for the same period in 1967. 
The more rapid advance in 1968 reflected a higher level of em
ployment as well as the effects of a larger number of wage contract 
settlements during the year. Many of these agreements contained 
substantial wage boosts which took effect immediately. Fifth 
District wage earners shared the benefits of a number of contract 
settlements reached through national collective bargaining and 
the results are apparent in the District payroll figures.

Manufacturing man-hours for the District tell a similar story 
of steadily rising economic activity and an increasing volume of 
manufacturing output. After remaining relatively stable through 
most of 1967 and early 1968, manufacturing man-hours for the 
United States at large moved up to a higher level in May. In the 
District, from February through October total man-hours remained 
consistently above the year earlier month. Essentially the same 
pattern was true in both durable and nondurable lines, with the 
durable goods component remaining at about 37 per cent of the 
total throughout the year. Metals and chemical manufacturing in 
Maryland and West Virginia experienced significant work stop
pages early in the year, and textile manufacturers suffered 
sizable curtailments of Federal Government purchases in the fall. 
But in spite of these and other less important setbacks the manu
facturing picture in the District continued buoyant through most 
of 1968.

Agriculture

The District’s farmers also felt the effects of rising costs in
1968, with crop producers especially pinched by the cost-price 
squeeze. With some notable exceptions, crop prices were gen
erally below 1967 levels. On top of this, prolonged drought in 
the Carolinas, parts of Southside Virginia, and pockets of West 
Virginia and Maryland reduced per acre yields of important spring- 
planted crops and, on balance, production of some prime District 
crops was below par for the year. For example, compared with 
1967, flue-cured tobacco output was down 21 per cent, soybeans 
were off 38 per cent, corn was down 22 per cent, and pecans 
were off 55 per cent.

Farm costs, meanwhile, continued to mount. Prices paid by 
farmers rose to new record peaks in seven of the first ten months
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of the year. The rural consumer index of prices paid for items 
used in family living averaged 4 per cent above the same period 
in 1967. Prices paid for production goods, interest, taxes, and 
farm wage rates were up 3 per cent.

Livestock producers were somewhat less harassed by the cost- 
price squeeze than crop producers. Production of livestock and 
livestock products was more closely in line with 1967 levels and 
livestock prices generally held up better than crop prices. Strong 
consumer demand for red meats was a big factor in improved 
livestock prices, while dairy prices were higher as a result of 
Government measures.

Overall, in late 1968 it appeared that cash farm income for 
the year would be below the 1967 figure. Apart from that, other 
recent trends in District agriculture continued through the year. 
Farm debt continued to mount; cash investment in farm machinery 
remained on the upgrade; the farm labor force diminished further; 
and the uptrend in farmland values persisted.

Banking

The activity of the District's banks in 1968 generally reflected 
the stepped-up pace of consumer and business spending. Through 
November, bank debits for each month of the year were con
siderably above those recorded for the same month in 1967. The 
Fifth District index of bank debits reached a record 241 per cent 
of the 1957-59 average in October after seasonal adjustment.

Gross loans of the sample of banks which report weekly to 
the Federal Reserve grew by 11.5 per cent in the District in 1968. 
Commercial and industrial loans on the same basis grew by 12.4 
per cent, real estate loans by 7.2 per cent, and consumer instalment 
loans by 21.4 per cent. The total of these three categories at the 
end of 1968 comprised 76.2 per cent of gross loans outstanding at 
the District’s weekly reporting banks. The rate of expansion of 
commercial and industrial and consumer instalment loans sharply 
exceeded the 1967 pace, but real estate loans fell short of their
1967 growth by a wide margin. Total investments of the weekly 
reporting banks grew by 7.2 per cent in 1968 compared to 20.1 
per cent in 1967.

On the other side of the ledger, total deposits of the weekly 
reporting banks rose by about 9.0 per cent in 1968 compared to a 
gain of 11.5 per cent in 1967. Time deposits increased 14.7 per 
cent in 1968, about the same as in 1967. Demand deposits on the 
other hand, growing at 5.2 per cent, did not keep pace with the
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1 ?m / ra.t« of 7 -x p#»r Negotiable time certificates of deposit
in denominations of $100,000 or more staged a sharp surge in 1 968- 
rising 42.9 per cent compared to a 15.7 per cent gain in the pre
ceding year. The growth of certificates of deposit was steadier 
through 1968 in District banks than in the preceding year, which 
was characterized by periods of growth followed by periods of 
considerable attrition.

The Impact of the Tax Surcharge
From midyear on, activity of the consumer was watched 

closely for some indication that curtailment in his spending would 
produce the desired slowdown in the economy’s pace of advance. 
Contrary to expectations, the pace of consumer spending began 
to accelerate in midsummer, both in the District and across the 
nation. Retail sales seemed to falter in September and October, 
but then recorded a substantial gain in November. Through most 
of the autumn the demand for new automobiles was reported to 
be strong in all parts of the District. At the time of this writing, 
not enough data are available on new car registrations in the Fifth 
District to obtain a clear picture of the extent of consumer buying 
in this area. However, through September, cumulative new car 
registrations in 1968 were over 9 per cent above the same period 
in 1967. Also, the index of motor gasoline consumption showed 
significant increases throughout 1968 over corresponding months 
of 1967.

Overall, data on the behavior of District consumers in the last 
half, coupled with reports from the District’s major retailing 
centers, suggest that District residents stepped up consumer 
purchases in the third quarter. Only in the fourth quarter did 
evidence appear that the tax surcharge was affecting their out
lays. In the case of District businesses, the dampening effects 
of the tax increase appear to have been offset by the stimulative 
effects of expectations of price increases. This appears to have 
been the case in the closing months of the year as well as in 
the third quarter.
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Highlights of 1968
Earnings and Capital Accounts

Net earnings before payments to the United States Treasury 
increased $41,615,762.13 to a record $182,184,328.90 in 1968. 
Six per cent statutory dividends totaling $1,909,325.95 were paid 
to Fifth District member banks, and $178,500,502.95 was paid to 
the Treasury as interest on Federal Reserve notes.

Capital stock rose $1,774,500.00 to $32,849,350.00 as member 
banks increased their stockholdings by three per cent of the rise 
in their capital and surplus. The Bank's surplus account increased 
$1,774,500.00 to $32,849,350.00.

Realignment of the Fifth District

In order to lower operating costs and improve the overall 
quality of Federal Reserve services, the territory served by the 
Charlotte Branch was expanded, effective October 1, 1968, to 
include twenty-five counties in South Carolina that were formerly 
served by the Richmond Office. As a result of this realignment, 
the entire state of South Carolina is now served from our 
Charlotte Office.

Discount Rate

On March 15, the Richmond Reserve Bank, with approval 
of the Board of Governors, raised its discount rate from 4*4 per 
cent to 5 per cent. The higher rate was designed to strengthen 
the international position of the dollar and to curb inflationary 
pressures in the domestic economy. The discount rate was in
creased another half percentage point on April 26 to 5*^ per 
cent. This move represented a further step to help check do
mestic inflation and to contribute to improvement in the balance 
of payments.

On August 19, the discount rate was reduced from 51/2 per 
cent to 5 ^  per cent. The decrease was made primarily to align 
the rate with changes in money market conditions caused by the 
enactment of the surtax and related expenditure cuts. The rate 
was returned to 5 ^  per cent on December 18 in an effort to foster 
financial conditions conducive to the reduction of inflationary 
pressures and to help attain reasonable equilibrium in the nation’s 
balance of payments.
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Study of Discount Mechanism

On July 22, the Federal Reserve made public the report of 
a System Committee which had completed an intensive three-year 
study of Federal Reserve lending policies. The document, entitled 
“Reappraisal of the Federal Reserve Discount Mechanism,” re
affirms several long-established principles of Federal Reserve 
lending, but it also proposes several significant changes in lending 
policies and procedures aimed at providing more liberal and clear- 
cut access for member banks to Federal Reserve lending facilities. 
Time has been allowed for careful and intensive consideration of 
the proposals by the banking community before any final decisions 
are made regarding the new procedures.

Check Collection

Our arrangement for motor carrier transportation of outgoing 
cash letters to virtually all banks in the Fifth District was com
pleted in March. This service, which was initiated in 1967, as
sures prompt delivery of our cash letters, thus enabling receiving 
banks to plan their work schedules with more certainty. It also 
results in a reduction in both collection time and float.

Early in the year it was decided that each office would 
centralize its computer operations with new third generation 
equipment. Two IBM Model 360/40 computers were being in
stalled in the Head Office as the year ended, and the two branches 
expect to install similar equipment in late 1969 or early 1970.

Reserve Accounting
In an effort to simplify reserve management and improve the 

implementation of monetary policy, the Board of Governors of 
the Federal Reserve System amended Regulation D, “Reserves of 
Member Banks,” effective September 12. Changes reflected in 
the amendment involved the establishment of one-week reserve 
periods for country banks as well as reserve city banks, the main
tenance of reserves based on deposits two weeks earlier, provisions 
for carrying forward to the next reserve period excess reserves 
or deficiencies of up to 2 per cent of required reserves, and 
other changes.

Changes in Directors
The election by Fifth District member banks of one Class A 

director and one Class B director to three-year terms on the 
Richmond Board of Directors was held in the fall. Douglas D.

16

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Monroe, Jr., President, Chesapeake National Bank, Kilmarnock, 
Virginia, was elected a Class A director, succeeding William A. 
Davis, President, Peoples Bank of Mullens, Mullens, West Virginia. 
Reelected as a Class B director was Charles D. Lyon, President, 
The Potomac Edison Company, Hagerstown, Maryland.

Wilson H. Elkins, President, University of Maryland, College 
Park, Maryland, was reappointed by the Board of Governors to 
a three-year term as a Class C director and was redesignated 
Chairman of the Board and Federal Reserve Agent for 1969. Re
named Deputy Chairman of the Board was Robert W . Lawson, Jr., 
Managing Partner, Charleston Office, Steptoe & Johnson, Charles
ton, West Virginia.

James M. Jarvis, Chairman of the Board, Jarvis, Downing & 
Emch, Inc., Clarksburg, West Virginia, was appointed by the Board 
of Governors to a three-year term as a member of the Board of 
Directors at the Baltimore Branch. Mr. Jarvis fills a vacancy 
caused by the expiration of the term of E. Wayne Corrin, President, 
Consolidated Gas Supply Corporation, Clarksburg, West Virginia. 
The Board reappointed John L. Fraley, Executive Vice President, 
Carolina Freight Carriers Corporation, Cherryville, North Carolina, 
to a three-year term on the Charlotte Board of Directors.

The Richmond Board of Directors made several appointments 
to the Boards of the Baltimore and Charlotte Branches. Tilton H. 
Dobbin, President and Chairman of the Executive Committee, 
Maryland National Bank, Baltimore, Maryland, was appointed a 
director of the Baltimore Branch succeeding Joseph B. Browne, 
President, Union Trust Company of Maryland, Baltimore, Mary
land. At the Charlotte Branch, L. D. Coltrane, III, President and 
Trust Officer, The Concord National Bank, Concord, North Caro
lina, was appointed a director to succeed G. Harold Myrick, Presi
dent and Trust Officer, First National Bank, Lincolnton, North 
Carolina.

Federal Advisory Council

The Board of Directors selected J. Harvie Wilkinson, Jr., to 
serve during 1969, for the third successive year, as the Fifth 
District representative on the Federal Advisory Council. Mr. 
Wilkinson is Chairman of the Board, State-Planters Bank of Com
merce and Trusts, Richmond, Virginia, and President of United 
Virginia Bankshares, Incorporated.

Changes in Official Staff

Many changes occurred in the Bank’s official staff during
1968. Edward A. Wayne retired as President effective March 31,
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ancl was succeeded by First Vice President Aubrey N. Heflin; 
Robert F. Black was promoted to First Vice President; Arthur 
V. Myers, Jr., was named Vice President; William F. Upshaw was 
advanced to Associate General Counsel; and Jack H. Wyatt was 
elevated to Assistant Vice President.

Assistant Cashier E. Clinton Mondy of the Charlotte Branch 
retired in April. John F. Rand, formerly with the Board of Gov
ernors in Washington, D. C., joined the staff of the Communica
tions and Records Center, Culpeper, Virginia, in July as an As
sistant Vice President.

At the Head Office, George B. Evans was promoted to 
Assistant Cashier in September and was assigned responsibilities 
formerly held by Assistant Vice President William B. Harrison, 
III, who was granted a leave of absence to teach and do additional 
graduate work at the University of Maryland. After more than 
forty-one years of service, Assistant Vice President Edward L. 
Bennett retired in September.

Twenty-one promotions were announced in December to be
come effective January 1, 1969. Welford S. Farmer was pro
moted to Senior Vice President and General Counsel; James Par- 
themos was advanced to Senior Vice President and Director of 
Research; and Upton S. Martin was named Senior Vice President.

William F. Upshaw was elevated to Vice President and As
sociate General Counsel; and William C. Glover and Aubrey N. 
Snellings were appointed Vice Presidents.

William C. Fitzgerald was elevated to Assistant General 
Counsel. Named Assistant Vice Presidents were William T. Cun
ningham, Jr., John E. Friend, Frank D. Stinnett, Jr., and Andrew 
L. Tilton. Wenifred O. Pearce was promoted to Assistant Cashier.

At the Baltimore Branch, Donald F. Hagner was advanced 
to Senior Vice President and A. A. Stewart, Jr., was appointed 
Vice President. Bernard F. Armstrong, E. Riggs Jones, Jr., and 
Gerald L. Wilson were named Assistant Vice Presidents.

At the Charlotte Office, Edmund F. Mac Donald was elevated 
to Senior Vice President. Winfred W . Keller and Fred C. Krueger, 
Jr., were named Assistant Vice Presidents, and O. Louis Martin, 
Jr., was promoted to Assistant Cashier.

In addition, Jimmie R. Monhollon, currently on leave of ab
sence at the University of Illinois, was elected Vice President, 
effective upon his return to the Bank around mid-1969.

18

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Summary of Operations

CHECK CLEARING & COLLECTION 1968 

Dollar amount

Commercial bank checks1 ...........................................  136,720,488,000
Government check*9 .................................................. 12,288,027,000
Other item* ............................................................. 946,277,000

Number of items

Commercial bank checks1 ...........................................  448,551,000
Government checks3 .................................................. 63,728,000
Other items ............................................................  5,397,000

CURRENCY & CO IN

Currency disbursed— Dollar amount ............................... 2,832,717,000
Coin disbursed— Dollar amount .....................................  150,002,776
Dollar amount of currency withdrawn for destruction .......  961,121,222
Dollar amount of currency burned ..................................  1,030,628,600
Daily average of currency burned

Dollar amount .........................................................  4,025,893
Num ber................................................................... 724,813

DISCOUNT & CREDIT 

Dollar amount

Total loans made during y e a r .....................................  3,897,413,600
Daily average loans outstanding ................................  21,286,430

Number of banks borrowing during the year ..................  89

FISCAL AGENCY ACTIVITIES 

Marketable securities delivered or redeemed
Dollar amount .........................................................  14,239,513,644
Num ber................................................................... 270,329

Coupons redeemed

Dollar amount .........................................................  98,283,112
Num ber................................................................... 333,885

Savings bond & savings note issues

Dollar amount .........................................................  367,899,080
Num ber................................................................... 10,590,872

Savings bond & savings note redemptions

Dollar amount .........................................................  464,444,138
Num ber................................................................... 10,606,335

Depositary receipts for withheld taxes

Dollar amount .........................................................  6,010,544,702
Num ber................................................................... 1,543,647

TRANSFERS OF FUNDS

Dollar amount ............................................................. 266,547,198,717
Num ber......................................................................  364,867

1 Excluding checks on this Bank.
3 Including postal money orders.

126,965,356,000
11,682,544,000

844,063,000

1967

418,481,000
62,464,000
5,141,000

2,636,834,175 
123,593,140 
995,106,780 

1,030,090,000

4,055,472
727,732

1,143,190,000 
5,811,20 5 

78

8,976,345,306
210,321

114,207,273
369,077

398,807,245
10,417,998

439,132,330
10,131,835

4,466,883,102
1,111,523

242,082,700,936
332,593
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Condition

ASSETS: DECEMBER 31, 1968 DECEMBER 31,1967

Gold certificate account ................................................. $ 861,188,243.08 $ 834,755,307.24
Redemption fund for Federal Reserve notes ........................ 172,763,050.00

Total Gold Certificate Reserves ........................... 861,188,243.08 1,007,518,357.24
Federal Reserve notes of other Federal Reserve Banks ......... 82,832,052.00 53,308,878.00
Other cash .................................................................. 12,704,406.20 21,195,872.26
Discounts and advances ................................................... 3,310,000.00 2,170,000.00

U. S. Government securities:
Bills .......................................................................... 1,409,622,000.00 1,176,488,000.00

Notes ....................................................................... 2,157,409,000.00 1,982,377,000.00

Bonds ....................................................................... 411,436,000.00 448,234,000.00

Total U. S. Government Securities ..................... 3,978,467,000.00 3,607,099,000.00

Total Loans and Securities .................................. 3,981,777,000.00 3,609,269,000.00

Cash items in process of collection .................................. 886,393,584.75 887,187,388.78

Bank premises ............................................................... 10,336,706.02 7,071,622.23

Other assets .................................................................. 144,668,725.92 107,446,595.64

TOTAL ASSETS ................................................. $5,979,900,717.97 $5,692,997,714.15

LIABILITIES:

Federal Reserve notes ...........................................

Deposits:
Member bank— reserve accounts ............................

U. S. Treasurer— general account .........................

Foreign .............................................................

Other ................................................................

Total Deposits .........................................

Deferred availability cash items ..............................

Other liabilities ......................................................

TOTAL LIABILITIES ...................................

CAPITAL ACCOUNTS:

Capital paid in ......................................................

Surplus .............................................................. —

TOTAL LIABILITIES AND CAPITAL ACCOUNTS

$4,142,317,669.00

1,020,706,548.37

576,533.18

11,440,000.00

21,717,517.66

1,054,440,599.21

687,570,410.44

29,873,339.32

5,914,202,017.97

32.849.350.00

32.849.350.00 

$5,979,900,717.97

$3,882,060,973.00

941,284,797.04

77,566,014.18

7,280,000.00

19,320,628.04

1,045,451,439.26

682,299,457.98

21,036,143.91

5,630,848,014.15

31.074.850.00

31.074.850.00 

$5,692,997,714.15

Contingent liability on acceptances purchased for foreign
correspondents ............................................................  $ 5,678,400.00 $ 8,138,000.00
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Earnings and Expenses

EARNINGS: 1968 1967

Discounts and advances ....................
Interest on U. S. Government securities
Foreign currencies ............................
Other earnings ...............................

Total Current Earnings

EXPENSES:

Operating expenses (including depreciation on bank 
premises) after deducting reimbursements received for
certain Fiscal Agency and other expenses ..............
Assessments for expenses of Board of Governors ...
Cost of Federal Reserve currency .........................

Net Expenses .......................................

CURRENT NET EARNINGS .......................

Additions to Current Net Earnings:
Profit on sales of U. S. Government securities (net) .. 
All other ..........................................................

Total Additions .....................................

Deductions From Current Net Earnings ..................

NET ADDITIONS .........................

NET EARNINGS BEFORE PAYMENTS 
TO U. S. TREASURY ................

Dividends paid ..............................................
Payments to U. S. Treasury (interest on Federal

Reserve notes) ...........................................
Transferred to surplus ....................................

TOTAL

$ 1,128,269.42 
195,815,740.73 

3,980,001.57 
32,809.12

200,956,820.84

16,103,164.89
734,000.00

2,402,749.52

19,239,914.41

181,716,906.43

58,222.40
419,142.55

477,364.95

9,942.48

467,422.47

$182,184,328.90 

$ 1,909,325.95

178,500,502.95
1,774,500.00

$182,184,328.90

$ 264,048.54 
155,868,200.00 

1,312,094.18 
23,314.39

157,467,657.11

14,661,602.49
559,500.00

1,733,620.02

16,954,722.51

140,512,934.60

55,331.08
77,861.56

133,192.64

77,560.47

55,632.17

$140,568,566.77 

$ 1,823,438.20

137,245,978.57 
1,499,150.00

$140,568,566.77

SURPLUS ACCOUNT

Balance at close of previous year .... 
Addition account of profits for year

BALANCE AT CLOSE OF CURRENT YEAR

$ 31,074,850.00 
1,774,500.00

$ 32,849,350.00

$ 29,575,700.00 
1,499,150.00

$ 31,074,850.00

CAPITAL STOCK ACCOUNT

(Representing amount paid in, which is 50%  of amount subscribed)
Balance at close of previous year .....................................
Issued during the year .....................................................

Cancelled during the year ...............................

BALANCE AT CLOSE OF CURRENT YEAR

$ 31,074,850.00 
1,905,500.00

32,980,350.00
131,000.00

$ 32,849,350.00

$ 29,575,700.00 
1,552,500.00

31,128,200.00
53,350.00

$ 31,074,850.00
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Directors (December 31. 1968)

W ILSON H. ELKINS 

ROBERT W. LAWSON, JR.

CLASS A  

ROBERT C. BAKER

WILLIAM A. DAVIS

GILES H. MILLER, JR.

CLASS B 

H. DAIL HOLDERNESS

CHARLES D. LYON

THADDEUS STREET

CLASS C

WILSON H. ELKINS

ROBERT W. LAWSON, JR. 

STUART SHUMATE

MEMBER FEDERAL ADVISORY

J. HARVIE W ILKINSON, JR.

Chairman of the Board and Federal Reserve Agent 

Deputy Chairman of the Board

President and Chairman of the Board, American Security and Trust 
Company 

Washington, D. C.
(Term expires December 31, 1969)

President, Peoples Bank of Mullens
Mullens, West Virginia
(Term expired December 31, 1968)

Succeeded by: Douglas D. Monroe, Jr.
President, Chesapeake National Bank
Kilmarnock, Virginia
(Term expires December 31, 1971)

President, The Culpeper National Bank
Culpeper, Virginia
(Term expires December 31, 1970)

President, Carolina Telephone and Telegraph Company
Tarboro, North Carolina
(Term expires December 31, 1970)

President, The Potomac Edison Company
Hagerstown, Maryland
(Term expires December 31, 1971)

President, Carolina Shipping Company
Charleston, South Carolina
(Term expires December 31, 1969)

President, University of Maryland
College Park, Maryland
(Term expires December 31, 1971)

Managing Partner, Charleston Office, Steptoe & Johnson
Charleston, West Virginia
(Term expires December 31, 1969)

President, Richmond, Fredericksburg, and Potomac Railroad Company
Richmond, Virginia
(Term expires December 31, 1970)

COUNCIL

Chairman of the Board, State-Planters Bank of Commerce & Trusts
Richmond, Virginia
(Term expires December 31, 1969)
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Officers
AUBREY N. HEFLIN, President

WELFORD S. FARMER, Senior Vice President and 
General Counsel

DONALD F. HAGNER, Senior Vice President

EDMUND F. M AC DONALD, Senior Vice President

UPTON S. MARTIN, Senior Vice President

JAMES PARTHEMOS, Senior Vice President and 
Director of Research

J. GORDON DICKERSON, JR., Vice President

WILLIAM C. GLOVER, Vice President

J. LANDER ALLIN, JR., Assistant Vice President

CLIFFORD B. BEAVERS, Assistant Vice President

LLOYD W. BOSTIAN, JR., Assistant Vice President

WM. T. CUNNINGHAM, JR., Assistant Vice President

JOHN G. DEITRICK, Assistant Vice President

WILLIAM C. FITZGERALD, Assistant General 
Counsel

JOHN E. FRIEND, Assistant Vice President

* W ILLIAM B. HARRISON, III, Assistant Vice President

GEORGE B. EVANS, Assistant Cashier

G. HAROLD SNEAD, General Auditor

Baltimore Branch

DONALD F. HAGNER, Senior Vice President

A. A. STEWART, JR., Vice President

B. F. ARMSTRONG, Assistant Vice President

E. RIGGS JONES, JR., Assistant Vice President 

GERALD L. WILSON, Assistant Vice President

ROBERT P. BLACK, First Vice President

ARTHUR V. MYERS, JR., Vice President

JOHN L. NOSKER, Vice President

RAYMOND E. SANDERS, JR., Vice President

AUBREY N. SNELLINGS, Vice President

WILLIAM F. UPSHAW, Vice President and 
Associate General Counsel

JOSEPH F. VIVERETTE, Vice President

H. ERNEST FORD, Cashier

* JIMMIE R. MONHOLLON, Assistant Vice President

CHESTER D. PORTER, JR., Chief Examiner

VICTOR E. PREGEANT, III, Assistant Vice President 
and Secretary

JOHN F. RAND, Assistant Vice President

FRANK D. STINNETT, JR., Assistant Vice President

ANDREW L. TILTON, Assistant Vice President

WILLIAM H. WALLACE, Assistant Vice President

JACK H. WYATT, Assistant Vice President

WENIFRED O. PEARCE, Assistant Cashier

JOHN C. HORIGAN, Assistant General Auditor

Charlotte Branch

EDMUND F. MAC DONALD, Senior Vice President 

STUART P. FISHBURNE, Vice President 

WINFRED W. KELLER, Assistant Vice President 

FRED C. KRUEGER, JR., Assistant Vice President 

BOYD Z. EUBANKS, Assistant Cashier 

O. LOUIS MARTIN, JR., Assistant Cashier

* On leave of absence.
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Baltimore Branch Directors (December 31, 1968)

JOSEPH B. BROWNE

E. W AYNE CORRIN

JOHN H. FETTING, JR.

ARNOLD J. KLEFF, JR.

ADRIAN L. McCARDELL

JAMES J. ROBINSON

JOHN P. SIPPEL

President, Union Trust Company of Maryland
Baltimore, Maryland
(Term expired December 31, 1968)
Succeeded by: Tilton H. Dobbin

President and Chairman of Executive Committee, 
Maryland National Bank 

Baltimore, Maryland 
(Term expires December 31, 1971)

President, Consolidated Gas Supply Corporation
Clarksburg, West Virginia
(Term expired December 31, 1968)
Succeeded by: James M. Jarvis

Chairman of the Board, Jarvis, Downing & Emch, Inc.
Clarksburg, West Virginia
(Term expires December 31, 1971)

President, A. H. Fetting Company
Baltimore, Maryland
(Term expires December 31, 1970)
Manager, American Smelting and Refining Company
Baltimore, Maryland
(Term expires December 31, 1969)
Chairman of the Board, First National Bank of Maryland
Baltimore, Maryland
(Term expires December 31, 1970)
Executive Vice President and Cashier, Bank of Ripley
Ripley, West Virginia
(Term expires December 31, 1970)
President, The Citizens National Bank 
Laurel, Maryland
(Term expires December 31, 1969)

Charlotte Branch Directors (December 31, 1968)

H. PHELPS BROOKS, JR.

C. C. CAMERON

J. WILLIS CANTEY

JOHN L. FRALEY

WILLIAM B. McGUIRE

JAMES A. MORRIS

G. HAROLD MYRICK

President and Trust Officer, The Peoples National Bank
Chester, South Carolina
(Term expires December 31, 1970)
Chairman of the Board and President, First Union National Bank of 

North Carolina 
Charlotte, North Carolina 
(Term expires December 31, 1970)
President, The Citizens & Southern National Bank of South Carolina
Columbia, South Carolina
(Term expires December 31, 1969)
Executive Vice President, Carolina Freight Carriers Corporation 
Cherryville, North Carolina 
(Term expires December 31, 1971)
President, Duke Power Company 
Charlotte, North Carolina 
(Term expires December 31, 1970)
Commissioner of Higher Education, The South Carolina Commission 

on Higher Education 
Columbia, South Carolina 
(Term expires December 31, 1969)
President and Trust Officer, First National Bank
Lincolnton, North Carolina
(Term expired December 31, 1968)
Succeeded by: L. D. Coltrane, III

President and Trust Officer, The Concord National 
Bank

Concord, North Carolina
(Term expires December 31, 1971)
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