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To the member banks of the 
Seventh Federal Reserve District: 

The containment of inflation was the number one problem for economic 
policy in 1969. At year-end, it appeared that the stage was set for a 
gradual easing of inflationary pressures in 1970, but the wage-cost-price 
distortions built into the economy in recent years will not be digested 
easily or quickly. The year ahead will again provide a test of this nation's 
ability and determination to handle its economic problems effectively. 
Bankers will continue in the mainstream of economic developments, and 
their ability to meet credit demands will continue to be affected by mone-
tary and credit policies as these are adjusted in pursuit of national eco-
nomic goals. 

This bank's financial statements reflect the continued growth of eco-
nomic activity in the Seventh District, the effects of rising prices and 
interest rates, and the impact of actions undertaken in support of policy 
objectives. Assets of the bank increased $850 million, to a total of $13.6 
billion. Net earnings were $516 million, compared with $417 million in 
1968. Of that, $505 million were transferred to the U. S. Treasury. 

The volume of transactions continued to rise. Over 1.1 billion checks 
were cleared and collected, 739 million pieces of currency and 1.4 billion 
coins were received and verified. Services performed for the federal gov-
ernment included the issuance of 28 million savings bonds; the issue, 
service, and redemption of sizable amounts of marketable securities; and 
the processing of 4.3 million tax receipts, as noted on page 15 of this 
report. Services of the discount window were used by over 300 member 
banks. 

The continued tight labor market and rapidly rising wages have main-
tained pressures to mechanize operations where possible. As noted else-
where in this report, the Federal Reserve book accounts are now com-
pletely computerized and this should permit better service to member 
banks. The new communications switching center at Culpeper, Virginia 
was dedicated near the end of the year and is scheduled for completion 
this spring. It will greatly increase the capability of the Federal Reserve 
to handle transfers of funds and financial information among banks through-
out the nation. 

Changes in directors and official staff are reported on page 20. The 
directors, officers, and staff join me in thanking you for your cooperation 
and counsel during the year. 

Sincerely, 

Charles J. Scanlon 
President 

December 31, 1969 
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1969 in review 

N ew records were set in 1969 for 
most measures of economic activity, 
both in the nation and in the Seventh 
Federal Reserve District. Employment, 
production, and income rose substan-
tially. Total spending on goods and ser-
vices increased 8 percent, only slightly 
less than in 1968. Well over half of 
the rise in spending, however, reflected 
higher prices. Real output increased 
less than 3 percent—compared with a 
4.5 percent average annual rise in the 
past decade. 

The impact of monetary and fiscal 
policies, designed to stem the tide of 
inflation, was increasingly evident as 
1969 progressed. Federal expenditures 
rose much less than in other recent 
years, especially outlays for national 
defense. Housing starts declined sharply 
during the year, and some government 
and business construction projects were 
postponed. Retail trade leveled in the 
second half. Industrial production 
reached a peak in July and then de-
clined slightly. Employment continued 
to rise but at a gradually slowing pace. 

Shortages of both skilled and readily 
trainable workers continued in nearly 
all centers, although some easing in the 
job market appeared in the final third 
of the year. Average gains in worker 
compensation were larger than in 
1968 and much larger than increases 
in output per man-hour. 

The rate of price inflation had not 
moderated by year-end, but the up-
trend did not appear to be accelerating 
further. Moreover, reduced demand in 
important sectors of the economy sug-
gested that some success in the drive 
against inflation was near, although ac-
companied by partially unpleasant side 
effects. 

Restrictive policies at work 

The decisive shift in fiscal policy en-
visioned when Congress passed the 

Revenue and Expenditures Control Act 
in mid-1968 was achieved. Higher tax 
receipts and slower growth in federal 
spending converted a huge $25 billion 
deficit in the fiscal year ending in June 
1968 to a $3 billion surplus in fiscal 
1969. A moderate surplus is still pro-
jected for fiscal 1970, assuming con-
tinued restraint on spending plus tax 
collections at the level forecast in Ad-
ministration budget estimates. 

Defense outlays currently account 
for four-fifths of federal purchases of 
goods and services and more than two-
fifths of total federal government ex-
penditures. After a rise from an annual 
rate of $50 billion in mid-1965 to a 
rate of almost $80 billion in the 
fourth quarter of 1968, defense expen-
ditures have changed little and are 
scheduled to decline in 1970. Produc-
tion of defense equipment reached a 
peak in the third quarter of 1968 and 
declined by almost 10 percent by the 
fourth quarter of 1969. These cutbacks 
had much less effect on the Seventh 
District than on some other areas. De-
fense-related activities are only half as 
important here as in the nation. 

A number of federal construction 
projects have been deferred, and all 
agencies have been directed to restrict 
hirings of additional personnel and pur-
chases of equipment whenever possible. 
The rise in state and local government 
spending has not slowed appreciably, 
partly because of upward pressures on 
wages and salaries and the persistent 
demand for more facilities and services. 
But record high borrowing costs have 
necessitated the postponement of some 
municipal security issues and the con-
struction projects that would have been 
financed with the proceeds. 

Monetary policy—whether evaluated 
by changes in the money supply, total 
bank deposits, total credit extended, or 

interest rates—was more restrictive in 
the second half of 1969 than in the 
first half. The achievement of a federal 
surplus marked the cessation of heavy 
net federal demands upon the money 
and capital markets, and enabled the 
monetary authorities to achieve a slow-
ing of money and credit growth to a 
pace more compatible with the capa-
city of the nation to increase output of 
goods and services without drastic ef-
fects on the financial mechanism and 
certain financial institutions. Even so, 
the generally tight credit conditions re-
stricted the flow of funds to home 
mortgages, in part because of the ef-
fects of a variety of institutional fac-
tors—including usury rates intended to 
protect borrowers, the relative impor-
tance of interest as a cost, and the 
slackened flow of funds to financial 
institutions that invest in mortgages. 

The supply of labor 

A significant easing of the labor 
market during 1969 was widely antici-
pated at the beginning of the year. Em-
ployment was expected to grow less 
rapidly while the labor force was ex-
pected to increase more than in 1968. 
However, nonfarm wage and salary 
employment averaged more than 70 
million in 1969, up 3.4 percent from 
1968, the largest increase since 1966. 

Unemployment averaged 3.6 per-
cent of the labor force in 1969, the 
same as in 1968, and less than in any 
other year since the Korean War. Rates 
of unemployment in most Seventh Dis-
trict states were below the national 
average. Unemployment rates of ex-
perienced workers, as indicated by the 
proportion of covered workers receiv-
ing unemployment compensation in 
late 1969, were less than 2 percent for 
the nation and just over 1 percent for 
the Seventh District. These rates were 
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slightly above those of a year earlier. 
Strong demand for workers was as-

sociated with a rapid rise in compen-
sation on the one hand, and a small 
increase in output per manhour on the 
other. Both developments tend to raise 
labor costs per unit of output and, 
where market conditions permit, en-
courage employers to raise prices of 
the goods and services they sell. 

With the substantial rise in employ-
ment in 1969 and the slower growth of 
output, production per manhour in the 
private economy rose only about 1 
percent. The rise of more than 3 per-
cent in output per manhour in 1968 
had been near the average of the past 
decade. Compensation per manhour is 
estimated to have risen about 7 per-
cent in 1969. The increase in unit labor 
costs—about 6 percent—was the largest 
since 1956. This rise in unit costs must 
be reduced substantially if inflation is 
to be contained. 

Plant and equipment outlays 

The economy of the Seventh Federal 
Reserve District is particularly sensi-
tive to changes in the level of business 
investment in new plant and equip-
ment. While this district has about 15 
percent of the nation's population, al-
most one-third of all producer equip-
ment in the nation is manufactured 
here. The region is particularly strong 
in motor vehicles, railroad equipment, 
farm equipment, construction machin-
ery, and metalworking machinery. 

Plant and equipment expenditures 
increased more than 10 percent in 
1969, the largest rise since 1966. Per-
haps half of the increase reflected 
higher prices. The three years, 1964-
66, marked an unprecedented boom in 
plant and equipment expenditures. 
With indications of substantial unused 
capacity in many industries at the be-
ginning of 1969, there was widespread 
skepticism that the year would bring a 
further large rise in capital expendi-
tures. Were it not for shortages of 
funds and delayed deliveries, however, 
these outlays probably would have in-
creased even more. 

Farm machinery did not share in the 
generally strong picture for producer 
equipment in 1969. Production of this 
industry declined despite higher farm 
income. Growing saturation of the 
market for some major classes of 
equipment, such as combines, may 
have been partly responsible. 

Construction machinery sales in 
1969 were about equal to the 1968 
volume. Large increases in sales were 
reported for railroad equipment, trucks 
and trailers, electrical apparatus, and 
air conditioning equipment. Shortages 
of skilled workers and occasional 
strikes in key industries interfered with 
production of some goods, especially 
trucks and electrical equipment. 

Orders for producer equipment were 
exceptionally volatile starting in April, 
in part, because of uncertainty con-
cerning Congressional action on the 

President's request that the 7 percent 
investment tax credit be repealed. The 
proposal continued to be debated well 
into December, with some arguing that 
the credit should be continued in mod-
ified form to encourage certain types 
of investment. 

Surveys of business intentions indi-
cate further increases in plant and 
equipment expenditures in 1970 and 
1971 as well. Expectations at year-
end were that these outlays would con-
tinue the rapid rise of 1969 until mid-
1970 at least and that prices would rise 
even faster. 

The need to expand capacity is 
urgent for electric, gas, and telephone 
utilities, and large programs to increase 
oil and gas output are underway. Al-
though plant capacity appears adequate 
in most manufacturing industries, there 
is strong demand for new facilities to 
improve quality and reduce labor re-
quirements. Public pressures on manu-
facturers and utilities to install equip-
ment to reduce air and water pollution 
are growing and will require large ex-
penditures for many years to come. 

Construction costs up sharply 

The dollar volume of construction 
rose about 7 percent in 1969, but vir-
tually the entire increase reflected higher 
prices. Construction costs had increased 
5 percent in 1968, and even this was 
substantially more than the average 
annual rise in the past decade. Pros-
pects are for further large increases in 
costs in the future. Contracts negoti-
ated by building trades workers in 
1969, running three years in most 
cases, call for annual increases in 
compensation averaging 13 percent. 

Residential construction activity de-
clined during 1969 on a seasonally ad-
justed basis. For the year as a whole, 
however, the number of new units was 
only slightly fewer than the 1968 total 
of 1.5 million. But an increase had 
been widely expected at the beginning 
of the year. 

The decline in home building has 
been offset to some extent by the rise 
in production of mobile homes. About 
400,000 of these units were marketed 
in 1969, exceeding the previous rec-
ord of 320,000 in 1968. 

The curtailed flow of funds for resi-
dential construction is expected to re-
strict home building activity in the first 

Q u a r t e r l y increases in total spending 
have slackened since mid-1968 
billion dollars 

1964 1965 1966 1967 1968 1969 
*Estimated. 
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half of 1970. Multi-family residential 
construction has been maintained bet-
ter than construction of single-family 
homes, partly because promoters of 
these projects have access to broader 
sources of funds and commonly offer a 
partial equity interest to lenders. 

The rate of family formation has 
been increasing. Demand for housing 
is very strong as indicated by rising 
rents, low vacancy rates, and rising 
prices for both new and existing homes. 

Public expenditures on construction 
rose at about the same pace as the 
total in 1969, despite shortages of 
funds for some municipal projects and 
postponement of work on a number of 
federal projects. Commercial and in-
dustrial construction increased at about 
twice the pace of total construction. 

Construction contracts reported by 
F. W. Dodge were up 11 percent from 
1968 in the first 10 months of 1969. 
Moreover, the large backlog of work 
reported in the design and planning 
stages indicates that construction ac-
tivity will remain at a high level. 

Auto output declines 

The motor vehicle industry experi-

Monetary aggregates reflect 
tight credit policy 

commercial bank credit 
percent change 

money supply 

member bank reserves 

1966 1967 1968 1969 
'Preliminary. 

enced another good, but unspectacular, 
year in 1969. About three-fifths of the 
industry's employment is in Seventh 
District states, with Michigan contin-
uing as the leading state. 

About 8.3 million passenger cars 
were produced in U.S. plants, down 6 
percent from the preceding year. Total 
deliveries to customers declined only 
slightly, however, from the 9.6 million 
record of 1968. Imports from Europe 
and Japan passed the million mark for 
the first time, and a rise in net imports 
of American types from Canada also 
boosted supplies. 

Output of trucks in 1969 slightly ex-
ceeded the 1968 record of 1.95 million 
units. The increase would have been 
larger except for a series of strikes. 

Passenger car production schedules 
were reduced in the fourth quarter at 
many plants because sales had failed to 
meet expectations and inventories had 
increased rapidly. Moreover, the pro-
duction mix was shifted toward lower 
priced models, reflecting a change in 
consumer preferences and reversing the 
trend of recent years. However, the 
proportion of cars equipped with air 
conditioning, power equipment, and 
other options continued to rise. 

Another good year is anticipated for 
truck sales in 1970. Passenger car out-
put schedules are now geared to a re-
duced level of sales. 

New record for steel 

Contrary to expectations at the be-
ginning of the year, production and 
shipments of steel reached new highs 

in 1969. About 30 percent of the na-
tion's steel is produced in the Seventh 
District, mainly in the Chicago and 
Detroit areas. Output was almost 140 
million tons, about 3 percent above 
the previous record in 1966. Shipments 
of steel products from the mills to 
users totaled 94 million tons; the pre-
vious record was in 1965. 

Probably the most noteworthy devel-
opment in the industry in 1969 was 
the decline in imports and the sharp 
rise in exports, reversing trends that 
began in the late 1950s. Even so, im-
ports continued to exceed exports by a 
wide margin—14 million tons to 5 
million. But net imports declined sub-
stantially. This development reflects, in 
part, voluntary reductions of sales of 
foreign steel to U.S. customers, but a 
more important factor was the world-
wide upsurge in steel consumption. 

Order lead times for steel remained 
very short by past standards and the 
rate of inflow of new orders has been 
volatile. Some decline in steel demand 
is expected for 1970, partly because of 
reduced demand for automobiles. 

Farm income rises 

Farm income rose more in 1969 
than had been anticipated at the be-
ginning of the year. Larger receipts 
from farm marketings reflected both 
higher prices and increased sales. 
Larger government payments also 
boosted farm income. A substantial rise 
in farm operating expenses—higher 
prices were paid for virtually all items 
used in production—held down the in-
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Industrial production declined in final 
months of 1969, but equipment remained high 

crease in net farm income. Neverthe-
less, net incomes of most farmers ex-
ceeded those of a year earlier and, ex-
cept for 1966, were the largest since 
the late 1940s. 

Livestock farmers fared better than 
crop farmers. Hog and cattle prices 
rose to near record highs as consumer 
demand for meat strengthened, while 
supplies remained fairly stable. Milk 
prices rose to new highs. 

Corn producers received higher 
prices throughout the year. The acreage 
planted to corn was reduced in 1969 
through greater participation in federal 
programs, but high yields in the Corn 
Belt states boosted total production 
from the previous year. Soybean prices 
held close to the 1968 level through 
most of the year but dropped sharply in 
the fall because of large supplies and 
a lower level of federal price support. 
Only in Indiana, of the district states, 
did production of soybeans exceed the 
preceding year. 

Sales of farm real estate slowed 
markedly in 1969. Prices of farmland 
averaged slightly higher than in the 
preceding year but were lower in many 
areas of the district. Limited availa-
bility and high cost of farm mortgage 
credit in the Midwest doubtless deterred 
some prospective purchasers of farm-
land. A somewhat smaller increase in 
farm debt outstanding occurred in 1969 
than in the preceding year in both 
long-term farm mortgage debt and 

short- and intermediate-term produc-
tion credit. Total farm credit outstand-
ing at district member banks at mid-
1969 was 4 percent above the previous 
year; in other recent years, the increase 
had exceeded 10 percent. 

Balance of payments 

Continued inflationary pressures pre-
cluded much improvement in the na-
tion's trade balance in 1969. Imports 
of consumer goods, producer equip-
ment, and industrial commodities con-
tinued to rise rapidly. The year brought 
large international flows of funds, re-

flecting anticipations of changes in par 
values of certain foreign currencies 
and the exceptionally strong demand 
for credit in the United States. 

The large volume of foreign private 
funds attracted to the Eurodollar 
market (and ultimately to the United 
States) through the foreign branches 
of U.S. banks led to a net reduction in 
foreign official holdings of dollars, des-
pite the U.S. deficit on current and 
long-term capital accounts. Thus, the 
nation's balance of payments, as mea-
sured by official transactions, showed 
a large surplus. On the other hand, 
high interest rates on Eurodollar de-
posits and the desire to obtain capital 
gains, or avoid losses, from revalua-
tion of the German mark caused some 
outflow of short-term funds from the 
United States, contributing to the de-
terioration of the balance-of-payments 
deficit as measured on the liquidity 
basis. Moreover, the liquidity balance 
was worsened by the reversal of special 
transactions with foreign governments. 

Of considerable importance was the 
new vitality shown by the entire inter-
national monetary system toward year-
end in response to some major inno-
vative developments. These included 
the devaluation of the French franc 
and the upward revaluation of the 
German mark, success of the two-tier 
gold price system that had been 
adopted in early 1968, provision for 
substantial additions to international 
monetary reserves through the agree-

Wage price spiral continues, 
with profit margins down 
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L i v e s t o c k p r i c e s post sharp gains in 1969 

percent change from previous year 

1st quarter 2nd quarter 3rd quarter 4th quarter* 

'Partially estimated. 

ment to establish special drawing 
rights (SDRs), and the growing ac-
ceptance of the desirability of more 
prompt changes in exchange rates for 
major currencies to avert the develop-
ment of severe crises. A number of 
these measures strengthened interna-
tional liquidity and improved prospects 
for further stable growth of world trade. 

Banks under pressure 

Restrictive credit policy limited the 
growth of commercial bank assets to 
only 3 percent in 1969 both in the 
Seventh District and in the nation. 
Bank assets had increased 12 percent 
in 1968, a record for the postwar 
period and well above the average an-
nual increase for the 1960s. 

Time deposits declined at most banks 
and demand deposits increased only 
moderately. Particularly significant was 
the sharp runoff in large denomination 
certificates of deposit (CDs). Ceiling 
rates on time and savings deposits, es-
tablished in Regulation Q, were below 
market rates so that banks were re-
stricted in competing for time money. 

Loan demand remained very strong 
throughout the year. In an attempt to 
accommodate loan customers, many 
banks reduced investments and large 
banks turned increasingly to nondeposit 
sources of funds. 

Loans rose 8 percent at district 
banks in 1969, compared to a rise of 
about 12 percent in 1968. Commercial 

and industrial loans accounted for the 
bulk of the increase in both years. 
Heavy business requ i rements for 
funds, of course, reflected higher capi-
tal expenditures and rising inventories 
and receivables. Even the 8.5 percent 
prime rate posted in June did not sig-
nificantly dampen the demand for 
loans. Many corporations preferred 
short-term bank loans to long-term 
security issues so they could await 
more favorable conditions for perma-
nent financing, either debt or equity. 
Nevertheless, corporate flotations of 
security issues totaled a record $27 
billion in 1969, almost one-fourth more 

than in the previous year. 
Some banks de-emphasized real es-

tate and consumer loans, and there 
were reports of rationing of credit to 
business borrowers. The main adjust-
ments, however, were in investments. 
Holdings of Treasury securities were 
reduced 18 percent, in part, because 
of the decline in new offerings as the 
federal budget shifted from surplus to 
deficit but primarily because of the 
strong demand for loans. 

District banks increased their hold-
ings of "other securities" (largely mu-
nicipals and federal agency issues) but 
much less than in previous years. To-
ward year-end, bank holdings of "other 
securities" exceeded holdings of Treas-
ury securities, continuing a long-term 
trend begun shortly after World War II. 

Deposits decline 

Total deposits of district banks were 
5 percent below the level of a year 
earlier in late November 1969. Demand 
deposits were up 3 percent—compared 
with an 11 percent rise in 1968. But 
time deposits were off more than 5 
percent. The decline in large negotiable 
CDs more than offset a modest rise in 
other time and savings accounts. 

The runoff of CDs started in late 
1968 and continued throughout 1969. 
The spread between the 6.25 percent 
ceiling on six-month CDs (the maxi-
mum time deposit rate) and money 
market instruments such as Treasury 
bills and commercial paper widened 
gradually during the year. In Decem-

S u r v e y s i n d i c a t e further rise in plant 
and equipment spending in 1970 

billion dollars 

annual rates 

1964 1965 1966 1967 1968 1969 1970 
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Farm income moves up 

billion dollars 

cash receipts production expenses net income 

'Estimated. 

ber, outstanding negotiable CDs of dis-
trict banks had declined more than 60 
percent from the November 1968 peak. 
All other time deposits had increased 
only $600 million in the same period. 
There was also a further substantial 
shift from savings deposits to higher 
paying time certificates and open book 
time deposits. 

Large, medium, and small banks 

Assets of the 15 largest member 
banks in the district, each with total 
deposits of $500 million or more and 
the main issuers of negotiable CDs, in-
creased less than 2 percent last year. 
Assets of member banks in the $100 
million to $500 million deposit size 
class increased about 4 percent. At 
smaller member banks (deposits under 
$100 million) assets increased 6 per-
cent, largely reflecting their more fav-
orable experience with time and sav-
ings deposits. 

Total time deposits declined 15 per-
cent at the largest banks and 2 percent 
at the medium-size banks but rose 5 
percent at the small banks. All three 
groups reduced their holdings of Trea-
sury securities, with declines ranging 

from 24 percent at the largest banks 
to 13 percent at the smaller ones. 
Securities other than Treasuries showed 
only small changes at the largest banks, 
while they rose almost 10 percent at 
the smaller banks. For all size groups 
net acquisitions of securities, other than 
Treasuries, were smaller than in 1968. 

The large city banks actively used 
federal funds, repurchase agreements, 

Eurodollars, and commercial paper is-
sued through holding companies to off-
set declines in time deposits. Nonde-
posit liabilities on the books of the 
large district banks in late November 
were half again as large as a year ear-
lier. Funds raised through the sale of 
commercial paper, not reflected on 
bank balance sheets, amounted to 
nearly $500 million near year-end. 

Net purchases of federal funds by 
large district banks averaged well over 
$1 billion in the second half of 1969. 
Some of these purchases were from 
banks in other parts of the country but, 
in large part, they were transactions 
among district banks. In late Novem-
ber, federal funds sold by small district 
banks (under $100 million deposits) 
amounted to 5 percent of their out-
standing loans. 

Many banks other than the very 
large ones also were pressed for funds 
to meet loan demand. For example, 
nondeposit liabilities rose relatively 
faster at the banks with less than $500 
million deposits than at the largest 
banks, although the dollar totals, of 
course, were much smaller. 

Reflecting the intense demand for 
credit, member banks made greater use 
of their borrowing privileges at the Fed-
eral Reserve Bank of Chicago. More 
than 300 member banks borrowed at 
the discount window in 1969, the larg-
est number in many years. The daily 
average volume of borrowing reached 
a high of $550 million in May. Reserve 
city banks accounted for a smaller pro-

Smaller banks had fastest growth 
in major types of loans last year 

real estate 

business 

consumer 

non-real 
estate farms change 

all other 

'Deposit size in million dollars. 
fYear ended November 12 for weekly 

reporters and June 30 for country banks, 
tflncluding federal funds sales. 
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Large banks show greatest impact 
Changes from 

of mone t a r y restraint 

November 1968 to November 1969 

Total assets 

Loans 
Government securities 
Other securities 

Demand deposits 
Time deposits 
Other liabilitiesf 

Banks with deposits 
over $500 million 

Other weekly 
reporting banks 

Other 
member banks 

{million 
dollars) 

(percent) (million 
dollars) 

(percent) (million 
dollars) 

(percent) 

+ 534 + 1.7 +326 + 3.4 +1,249 + 6.0 
+ 1,193 + 7.1 
- 921 - 2 4 . 4 
+ 17 + 0.5 
+ 277 + 2.3 
-1 ,901 - 1 4 . 7 
+ 1,858 +46.9 

+ 298 
- 2 3 1 
+ 76 
+ 27 
- 1 0 2 
+ 331 

+ 5.9 + 1,203* +11.5 
- 1 7 . 5 -
+ 5.4 + 
+ 0.7 + 
- 2.2 + 
+ 93.0 + 

528 
315 
119 
562 

- 1 2 . 7 
+ 9.3 

1.5 
5.2 

310 +55.6 
"Includes federal funds sold. 
flncludes borrowings and liabilities to foreign branches. 

portion of Federal Reserve advances 
than in earlier years of credit restraint. 

F e d e r a l R e s e r v e pol icy 

Throughout 1969, monetary policy 
was directed toward dampening infla-
tion. The discount rate had been in-
creased from 5.25 to 5.5 percent in 
December 1968. In April 1969, the 
rate was raised to 6 percent, where it 
remained the rest of the year. 

Reflecting the greater use of funds 
obtained from nondeposit sources, bank 
reserves did not increase in proportion 
to the growth of bank credit. Money, 
defined to include demand deposits and 
currency in the hands of the public, 
rose at a 4 percent annual rate in the 
first six months of 1969, compared 
with a 7 percent rate for 1968. In the 
second half of the year, there was very 
little net overall change in either bank 
credit or money. 

With time deposit growth limited by 
rate ceilings, the Board of Governors 
amended Regulations Q, D, and M to 
make it harder and more expensive 
for banks to acquire additional loan-
able funds from nondeposit sources. 
Sales of assets other than Treasury or 
federal agency securities under repur-
chase agreements to purchasers other 
than banks were defined as deposits 
and made subject to reserve require-
ments and interest rate ceilings. Acqui-
sitions of Eurodollars above specified 
base amounts were made subject to re-
serve requirements but not to interest 
rate ceilings. In late October, the Board 
published for comment a proposal that 
would extend the definition of deposits 
under Regulation Q to commercial pa-
per issued by bank holding companies. 
This proposal was still pending as the 
year ended. 

The tight monetary policy in effect 
in 1969 slowed the growth of commer-
cial banks relative to other financial in-
stitutions. Some financing that might 
have been accommodated by banks was 
diverted to other channels, such as the 
commercial paper market, the capital 
markets, and trade credit. 

Despite growing indications of a lev-
eling in economic activity in the latter 
part of 1969, the irregular upward 
trend of interest rates continued. Oc-
casional speculative increases in prices 
of debt securities were short-lived. The 
overriding upward pressure on inter-

est rates reflected, in part, a widespread 
belief that inflation would not be con-
tained. Such attitudes persisted despite 
firm assurances from Administration 
and Federal Reserve officials that poli-
cies of restraint would be maintained 
as long as necessary. 

St rength for 1 9 7 0 

The overheated U.S. economy is re-
sponding grudgingly to fiscal and mone-
tary policies designed to slow the rapid 
pace of inflation. Nevertheless, the tran-
sition to stable economic growth has 
begun and the results thus far indicate 
the goal can be achieved, albeit not 
without some distress. 

Calls from some quarters for direct 
controls over prices and wages reflect 
an understandable impatience with the 
sluggish response of inflation to restric-
tive monetary and fiscal policies. Direct 
action of this type has a broad, super-
ficial appeal. But the difficulties of po-
licing the terms of the great number and 
variety of transactions in the U.S. econ-
omy are legion, as demonstrated by 
past experience. Furthermore, there can 
be little confidence that direct controls 
would yield favorable results. Any at-
tempt to control free market forces 
would be self-defeating insofar as it 
caused uneconomic allocation of re-
sources and loss of efficiency in the 
production and distribution of goods 
and services. 

Concern has also been expressed that 
fiscal and monetary policies have been 
excessively restrictive for too long and 
that a serious recession may be im-

minent. This view holds that the impact 
of a restrictive monetary policy occurs 
long after the policy was imposed and 
that inflation will moderate later on 
even if restraint is eased before the up-
ward thrust of prices begins to lose 
momentum. Spokesmen for this view 
emphasize the risk and the cost of re-
cession and that only minimum risk of 
such a development should be incurred 
in any effort to contain inflation. 

Another view stresses the continued 
existence of strong expansionary forces 
that could re-establish growth of pro-
duction as soon as inflationary forces 
moderate and economic policies turn 
less restrictive or expansionary. In this 
view, the risk of serious recession is 
not great relative to the risk and cost 
of inflation. The nation has a vast and 
growing backlog of demand for public 
improvements, new plant and equip-
ment, commercial structures, and hous-
ing. A reversal of economic restraints 
when resources are available to accom-
modate expansion, it is suggested, would 
activate a broad spectrum of deferred 
demands in several sectors. 

The decade of the 1970s begins, as 
did the 1960s, on a note of controversy. 
Ten years ago the principal issue was 
the need to accelerate growth of em-
ployment and output and the means by 
which that could be done. Today the 
spotlight is on the control of inflation 
and the return to a stable pattern of 
economic growth. Views differ greatly 
on ways to achieve these goals. The 
resolution of conflicting views continues 
to pose crucial questions for economic 
policy in 1970. 
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Regulatory changes 

T _ ^ h e major amendments to Federal 
Reserve regulations during 1969 were 
for the purpose of maintaining the ef-
fectiveness of monetary restraint. In 
addition, a number of new regulations 
proposed in the previous year were 
implemented. 

Effective April 17, closely following 
increases in Federal Reserve Bank dis-
count rates from 5.5 percent to 6 per-
cent, Regulation D was amended to 
increase by 0.5 percentage point re-
serve requirements on demand deposits 
at member banks. For reserve city 
banks, this brought requirements to 17 
percent on net demand deposits up to 
$5 million and to 17.5 percent on de-
posits over $5 million. For other banks, 
the new level was 12.5 percent on de-
posits up to $5 million and 13 percent 
on deposits over $5 million. Approxi-
mately $650 million of reserves na-
tionally and $90 million in the Seventh 
District were absorbed by this action. 

There were a number of amend-
ments to Regulation Q governing the 
payment of interest on time deposits. 
However, the maximum interest rates 
banks were permitted to pay on time 
deposits were not raised, even though 
rates in the money market increased 
substantially. With the top rate on large 
CDs limited to 6.25 percent, many ma-
turing certificates were not renewed 
and loanable funds declined at most 
large banks. 

Aside from rules affecting the ad-
vertising of interest on deposits, Regu-
lation Q amendments were aimed pri-
marily at reinforcing the policy of 
monetary restraint by bringing certain 
transactions within the scope of the in-
terest rate ceilings. Effective July 25, 
the definition of deposits was revised to 
include liabilities for assets sold under 
repurchase agreement to purchasers 

other than banks, except for securities 
of the U.S. Government or its agen-
cies. Purchases of federal funds con-
tinued to be exempt from Regulations 
Q and D, but the Board issued for com-
ment a proposal to confine such exemp-
tion to certain types of transactions 
with other banks, government institu-
tions, and securities dealers. 

Other amendments to Regulations D 
and M (governing foreign operations 
of U.S. banks) were necessitated by 
banks' efforts to acquire funds in the 
Eurodollar market. Effective July 31, 
"checks or drafts drawn by or on be-
half of a foreign branch of a member 
bank on an account maintained by such 
a branch with a domestic office of the 
parent bank" were required to be in-
cluded as demand deposits. Beginning 
with September 4, a reserve require-
ment of 10 percent was made appli-
cable to certain liabilities to foreign 
branches, sales of assets to foreign 
branches, and credit extended to U.S. 
residents by foreign branches above 
amounts outstanding in specified base 
periods. Certain foreign "time" deposits 
—Eurodollars borrowed from other 
than branches—above base period out-
standings were subjected to a 3 percent 
reserve requirement. 

On October 29, the Board issued for 
comment a proposal to amend Regula-
tion O to apply to funds acquired by 
member banks from the issuance of 
commercial paper or similar obligations 
by certain bank affiliates. The proposal 
was still pending at the end of the year. 
At the same time, the Board deter-
mined that obligations issued by subsid-
iaries of member banks are in the same 
status as obligations issued directly by 
the bank and, therefore, currently are 
covered by Regulations D and Q. How-
ever, the Board suspended interest rate 

limitations on such obligations issued 
by a subsidiary and waived penalties 
for reserve deficiencies resulting from 
treatment of such obligations as de-
posits, to the extent the totals do not 
exceed October 29 outstandings, until 
January 15, 1970. 

A number of regulations unrelated to 
monetary policy became effective dur-
ing the year. Regulation P, which estab-
lished minimum standards for security 
devices for Federal Reserve banks and 
state member banks under authority of 
the Bank Protection Act of 1968, be-
came effective January 13, 1969. Reg-
ulation Z—truth-in-lending—was pub-
lished in February and made effective 
July 1. In carrying out the purposes of 
the Consumer Protection Act of 1968, 
this regulation requires full disclosure 
of the finance charges on credit offered 
or extended to a natural person for 
transactions related to primarily per-
sonal, family, household, or agricul-
tural purposes. Also, under authority 
granted in a 1968 amendment to the 
Securities Exchange Act, the Board ap-
plied margin requirements of Regula-
tions G, T, and U, governing the use of 
credit in stock market transactions, to 
certain securities traded over the 
counter and permitted brokers and 
dealers to extend credit on them. 

In line with the continued need to 
improve the U.S. balance-of-payments 
position, the Voluntary Foreign Credit 
Restraint program was continued. New 
guidelines for 1970 were issued on De-
cember 17. In addition to extending 
the same general ceilings for banks and 
nonbank financial institutions as ap-
plied in 1969, banks are permitted an 
export-term-loan ceiling equal to one-
half of 1 percent of their end-of-1968 
total assets which can be used for term 
loans to finance new U.S. exports. 
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The bank ' s account books are now kept by 
computer using disk storage 

G r o w i n g interest of small investors in 
federal debt instruments generated heavy 
traffic at the denominational exchange window. 

Se lec t i ve controls a l l ow bank operators to 
extract specific information from the 
wealth of data in the computer's memories. 



The bank's operations 

T A he volume of payments in the 
economy has continued to rise with cor-
responding demands on the payments 
mechanism. The number of checks re-
ceived f rom commercial banks and 
other Federal Reserve banks for collec-
tion averaged 3.7 million a day in 1969, 
up 9 percent from the preceding year. 
Conversion to "third generation" check 
processing equipment was completed 
during 1969 at this bank. But the up-
dating process is unending; even with 
the rapid growth of charge cards and 
"instant credit" programs, the flow of 
checks is expected to continue to rise 
rapidly in the 1970s and to severely 
tax processing capacity. 

The manufacturers of check process-

ing equipment will continue to develop 
faster and more efficient machinery, 
and it will be acquired as it becomes 
available to provide fast, accurate check 
collection service. Computers were first 
used at the Federal Reserve Bank of 
Chicago in processing checks for col-
lection in 1961. In that year, 561 mil-
lion checks were processed at the Chi-
cago bank and its Detroit branch—less 
than half of last year's volume. 

The need for further improvement in 
check collection stems from both the 
rising volume of checks and the con-
tinued tight labor market. Even with 
improved equipment, the number of 
employees required for this function is 
again rising and recruitment and train-

ing programs have been expanded. In 
addition, the operation has been ham-
pered by a rising volume of "return 
items"—checks that are not paid be-
cause of insufficient funds or other rea-
sons and require special handling. 

The amount of currency in circula-
tion rose faster than checking deposits 
in 1969 for the country as a whole. 
The growing demand for currency is 
reflected in the increased flow of cur-
rency between member banks and the 
Federal Reserve. The dollar volume of 
currency received and counted in 1969 
was 9 percent greater than in the pre-
vious year, compared with a 4 percent 
gain in 1968 over 1967. 

The coin shortages so widespread a 
few years ago are no longer a problem. 
But the half dollar still does not circu-
late as a meaningful medium of ex-
change even though large amounts have 
been issued. Since 1964, when the Ken-
nedy half dollars were first struck, the 
Federal Reserve Bank of Chicago and 
the Detroit branch have received from 
the Mint and placed in circulation near-
ly 177 million of them. But these coins 
largely disappear; they are given in 
change only infrequently and they 
hardly ever are returned from circula-
tion in shipments of coin received from 
member banks. In 1969 alone, nearly 
18 million were paid out by this bank. 
Since the demand for these coins con-
tinues to exceed the supply, as Mint 
shipments are received they are allo-
cated to the commercial banks in the 
district. 

A record number of member banks 
borrowed at the discount window in 
1969. During the year 313 banks bor-
rowed at least once. The peak in terms 
of numbers was during the final week 
in August when 114 banks were ac-
commodated. Country banks made 
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A truckload of new quarters being unloaded at the bank. 
These will be issued to banks on request. 



greater use of the window than in any 
other recent year, both in number and 
amount borrowed. Most reserve city 
banks used the window occasionally. 
But despite tight conditions in the 
money market and the relatively low 
discount rate, the amount of discounts 
and advances to reserve city banks was 
moderate on the average and was much 
lower in the second half of the year 
than in the first half. 

Automation of the Federal Reserve 
book accounts was completed in 1969. 
This permits greater speed, accuracy, 
and flexibility in recording the trans-
actions in these accounts and providing 
reports of certain information to the 
member banks. 

A new communications system con-
necting all Federal Reserve banks and 
their branches to a central switching 
center in Culpeper, Virginia is sched-
uled for completion this spring. This 
system is designed to accommodate the 
steadily growing volume of transfers 
of bank deposits and financial data 
among banks throughout the nation. 
The communications network is re-
garded by many as a prototype for the 
systems that must accompany the de-
velopment of any payments system that 
supersedes the conventional payment 
by checks. 

As fiscal agent for the United States, 
the bank issues and redeems U.S. Trea-
sury securities. In addition, the bank 
services and redeems the obligations of 
U.S. Agencies. In 1969, there was an 
unusually large volume of denomina-
tional exchanges—mostly exchanges of 
large denomina t ion securi t ies for 
smaller denominations. With interest 
rates on marketable securities far above 
the rates paid by banks and other finan-
cial institutions for time money, many 
individuals purchased Treasury and 
agency issues. Since many of these 
purchases were in relatively small units, 
these transactions often involved ex-
changes at the Federal Reserve Bank. 

In order to prevent delivery failures 
in the government securities market, 
the Federal Reserve banks were author-
ized in November to lend securities to 
dealers with which the System conducts 
open market operations. A few such 
loans were made by this bank, but the 
amounts thus far have been small. 

The bank, as agent for the U.S. De-
partment of Agriculture, redeems food 
stamps issued to low income families 
to augment their purchases of food. 
This activity increased further in 1969 
with the expansion of the food stamp 
program. Merchants who receive the 
stamps in payment for food deposit 

As the volume of checks processed rose, 
the volume of returned items also rose. 

them with their local banks which for-
ward them to their Federal Reserve 
banks for payment. After verification 
and payment, the stamps are destroyed. 
About 67 million were processed in 
1969, an increase of 37 percent over 
the 1968 volume. 

With Regulation Z becoming effec-
tive at midyear, extensive efforts were 
made to provide information on key 
features of the regulation. The film 
strip, Truth-in-Lending, was made 
available to groups and speakers were 
provided for over 100 meetings. 

A large number of people visited the 
bank in 1969, possibly reflecting the 
growing interest in the Federal Re-
serve System, as monetary policy has 
gained attention in the effort to con-
tain inflation. During the year, 537 
groups were conducted on tours of the 
bank. In addition, films explaining the 
purposes and functions of the Federal 
Reserve System were supplied to 843 
groups in the district. 

Over 250 member banks partici-
pated in the Functional Cost Analysis 
service provided by this bank in 1969 
to help provide information to improve 
banking management efficiency in the 
district. A number of meetings were 
sponsored to enable participants to dis-
cuss the results of the service and the 
factors affecting operating costs and 
revenues of commercial banks. The 
service will be offered again to member 
banks in 1970. A continuing shortage of half dollars makes necessary 

an apportioning of available supplies among district banks. 
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O P E R A T I O N S 

Value Number of items 
1969 1968 1969 1968 

(millions) (thousands) 

Clearing and collection 
Commercial bank checks 
Government checks* 
Other items 

$ 385,682 
24,314 

2,962 

$ 330,898 
22,569 

987 

1,018,744 
97,108 

1,867 

927,631 
96,504 

1,837 

Currency and coin 
Currency received and counted 
Coin received and counted 
Unfit currency withdrawn from circulation. . 

$ 5,194 
162 

1,434 

$ 4,759 
114 

1,308 

739,059 
1,376,745 

295,043 

689,106 
1,040,498 

277,150 

Safekeeping of securities 
Definitive securities** 

Securities received 
Securities released 
Coupons detached 
In safekeeping on December 31 

$ 5,045 
4,907 

176 
4,91 2 

$ 4,085 
8,615 

160 
4,774 

381 
397 

2,999 
1,484 

304 
399 

3,007 
1,500 

Book-entry Treasury securities 
Securities deposited 
Securities withdrawn 
On deposit on December 31 

$ 8,037 
8,875 
4,243 

$ 17,024 
11,943 
5,081 

12 
14 

17 
13 

Discount and credit 
Total loans made during the year 
Daily average outstanding 
Number of banks accommodated 

$ 21,153 
221 

$ 14,515 
135 

(313) + (244) 

Investment 
Purchases and sales of securities 

for member banks $ 937 $ 1,324 13 13 

Transfer of funds 
Funds transferred $1,701,457 $1,31 1,161 1,028 910 

Services to the U.S. Treasury 
Marketable securities 

Issued: 
Bearer and registered 
Book entry 

Serviced: 
Bearer and registered 
Book entry 

Redeemed: 
Bearer and registered 
Book entry 

$ 15,160 
2,574 

49,771 
10,533 

20,936 
1,126 

$ 14,012 
3,210 

42,523 
14,501 

18,321 
1,190 

570 
5 

1,514 
13 

1,291 
5 

446 
6 

1,062 
17 

901 
5 

Savings bonds and savings notes 
Issued 
Reissued and replaced 
Redeemed 

1,293 
309 

1,434 

1,402 
290 

1,301 

27,937 
1,579 

22,233 

28,773 
1,591 

19,628 

Federal tax receipts processed 24,252 19,875 4,344 3,431 

Food stamps received and processed 86 63 67,148 49,240 

* Inc ludes posta l money orders . 

* * Inc ludes c o l l a t e r a l cus tod ies . 

f A c t u a l number . 



Financial statements 

S T A T E M E N T OF C O N D I T I O N 

Assets December 31, 1969 

Gold certificate account $ 1,468,276,254 

Federal Reserve notes of other banks 48,507,800 

Other cash 13,988,166 

Discounts and advances: 

Secured by U. S. Government securities $ 1 8,575,000 

Other 150,000 

Total discounts and advances $ 18,725,000 

U. S. Government securities 9,498,894,000 

Total loans and securities $ 9,51 7,619,000 

Cash items in process of collection 2,187,41 1,771 

Bank premises 17,157,772 

Other assets 360,736,256 

Total assets $1 3,61 3,697,01 9 

Liabilities 

Federal Reserve notes $ 8,458,223,356 

Deposits: 

Member bank reserves $ 2,949,639,086 

U. S. Treasurer—general account 1 07,734,777 

Foreign 19,240,000 

Other 51,385,120 

Total deposits $ 3,127,998,983 

Deferred availability cash items 1,733,807,384 

Other liabilities 95,674,796 

Total liabilities $1 3,41 5,704,51 9 

Capital accounts 

Capital paid in 98,996,250 

Surplus 98,996,250 

Total liabilities and capital accounts $13,613,697,019 

Contingent liability on acceptances purchased 

for foreign correspondents $ 21,593,200 
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December 3 1 , 1 968 

$ 1,491,111,512 

58,011,000 

26,966,975 

$ 49,330,000 

15,000,000 

$ 64,330,000 

8,698,315,000 

$ 8,762,645,000 

2,027,721,554 

17,307,944 

377,147,317 

$1 2,760,911,292 

$ 8,076,160,982 

$ 2,988,690,348 

549,316 

32,120,000 

39,1 10,034 

$ 3,060,469,698 

1,373,103,115 

64,695,497 

$12,574,429,292 

93,241,000 

93,241,000 

$1 2,760,911,292 

$ 16,468,800 

Major changes in income and assets 
of Federal Reserve banks reflect mone-
tary and credit control actions by the 
System, public demands for currency, 
and the growth of member banks and 
their customers in different regions. 

Increases in the assets of Federal Re-
serve banks normally have the effect of 
supplying new reserves to member 
banks as checks issued in payment are 
deposited. These funds provide the basis 
for further growth in credit and deposits 
of the commercial banking system. 
Some portion of them are absorbed, 
however, through conversion to cur-
rency, which the banks pay out at the 
request of customers. 

Assets of this bank (including both 
home office and the Detroit branch) to-
taled $13.6 billion on December 31, 
1969 — up about $850 million for the 
year. Most of the increase was in this 
bank's share of government securities 
held in the System's open market ac-
count. Total securities in this account 
rose $4.2 billion in 1969, compared 
with a $3.8 billion increase in 1968. 
System holdings of gold certificates 
were nearly unchanged over the year, 
while the gold certificate account of this 
bank, which also reflects net inflows 
from and outflows to other districts as 
a result of customers' transactions, de-
clined slightly. Discounts and advances 
to member banks are nearly always 
low on the year-end statement date and 
were even smaller at the close of 1969 
than a year earlier. 

Despite the substantial volume of 
funds supplied through open market 
operations, reserve deposits of Seventh 
District member banks were about $40 
million lower on December 31 than a 
year earlier. Both the higher U. S. 



S T A T E M E N T OF E A R N I N G S A N D E X P E N S E S 

Treasurer's account and lower reserve 
bank float contributed to the decline in 
member bank reserves, although shifts 
in these factors are largely temporary. 
The major drain, however, was from the 
increase in the currency held by the 
public—reflected in a rise of more than 
$380 million in the outstanding Fed-
eral Reserve notes of this bank. Nation-
ally, currency in circulation rose about 
6 percent for the year while commercial 
bank deposits declined, mainly as a re-
sult of the runoff in time certificates of 
deposit at the large banks. 

Higher earnings in 1969 than in 1968 
resulted from both higher levels of earn-
ing assets and higher interest rates. This 
bank's share of interest earned on gov-
ernment securities in the open market 
account amounted to $5 22 million, com-
pared with $431 million in 1968. Losses 
on sales of U. S. securities were a little 
less than a million dollars. Earnings 
from loans to member banks were 
higher than in 1968, as were those on 
holdings of foreign currencies as a re-
sult of the use of swap lines with for-
eign central banks. While total use of 
these lines did not increase in 1969, a 
larger average amount was outstanding 
than in the previous year. 

Income above the amount needed to 
cover expenses of the Reserve Banks 
and the Board of Governors, the 6 per-
cent dividend on paid-in stock to mem-
ber banks, as required by law, and a 
small addition to surplus is turned over 
to the Treasury in the form of interest 
on Federal Reserve notes. Expenses 
rose in 1969 but by much less than 
earnings, and the net amount trans-
ferred to the Treasury was $505 million 
—an increase of about $100 million 
over the previous year. 

Current earnings: 1969 
Discounts and advances $ 13,014,720 
U. S. Government securities 522,446,794 
Foreign currencies 17,951,710 
All other 136,157 

Total current earnings $553,549,381 

Current expenses: 
Operating expenses $ 36,107,135 
Federal Reserve currency 3,553,830 
Assessment for expenses of Board of Governors 2,225,000 

Total $ 41,885,965 

Less reimbursement for certain 
fiscal agency and other expenses 4,486,505 

Current net expenses $ 37,399,460 
Current net earnings $516,149,921 

Additions to current net earnings: 
Profit on sales of U. S. Government securities (net) . . . . $ — 
All other 890,027 

Total additions $ 890,027 

Deductions from current net earnings: 
Loss on sales of U. S. Government securities (net) $ 997,497 
All other 2,358 

Total deductions $ 999,855 
Net deductions from ( —) or additions 

to current net earnings $ — 109,828 
Net earnings before payments 

to U. S. Treasury $516,040,093 

Dividends paid 5,779,678 
Payments to U. S. Treasury 

(interest on Federal Reserve notes) 504,505,165 
Transferred to surplus $ 5,755,250 

Surplus account 
Surplus, January 1 $ 93,241,000 
Transferred to surplus—as above 5,755,250 
Surplus, December 31 $ 98,996,250 

1968 
$ 7,089,127 

431,041,066 
1 1,172,527 

89,408 
$449,392,128 

$ 32,946,680 
2,898,106 
2,078,400 

$ 37,923,186 

4,163,684 
$ 33,759,502 
$415,632,626 

$ 132,340 
1,255,831 

$ 1,388,171 

6,240 
$ 6,240 

$ 1,381,931 

$417,014,557 

5,462,762 

405,670,595 
$ 5,881,200 

$ 87,359,800 
5,881,200 

$ 93,241,000 
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WILL IAM ROONEY, Assistant Vice President 

RAYMOND M. SCHEIDER, Assistant Vice President 

ROBERT E. SORG, Assistant Vice President 

DAVID R. STARIN, Assistant Vice President 

ADOLPH J . STOJETZ, Assistant Vice President 

HILBERT G. SWANSON, Assistant Vice President 

EUGENE J . WAGNER, Assistant Vice President 

CARL C. WELKE, Assistant Vice President 

ALLEN G. WOLKEY, Assistant Vice President 

LOUIS J . PUROL, Assistant Vice President 

RAYMOND A. REAME, Assistant Vice President 

RONALD L. ZILE, Assistant Vice President 
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Appointments, elections, and retirements 

The following appointments and 
elections were announced in 1969. 

Federal Advisory Council 

Donald M. Graham, Chairman of 
the Board of Continental Illinois Na-
tional Bank and Trust Company of 
Chicago, was reappointed member of 
the Federal Advisory Council from the 
Seventh Federal Reserve District for 
1970. 

Directors 

Emerson G. Higdon, President and 
Chief Executive Officer of the Maytag 
Company, Newton, Iowa, was reap-
pointed a Class C director for a three-
year term and named Chairman of the 
Board and Federal Reserve Agent by 
the Board of Governors in Washington. 
As Chairman and Federal Reserve 
Agent, he succeeds Franklin J. Lund-
ing, Chairman of the Finance Com-
mittee of Jewel Companies, Inc., Mel-
rose Park, Illinois, who will continue 
as a Class C director. 

William H. Franklin was appointed 
Deputy Chairman, also by the Board of 
Governors, succeeding Mr. Higdon. 
Mr. Franklin is President of Caterpillar 
Tractor Company, Peoria. 

Two directors were elected for three-
year terms. Edward B. Smith, Chair-
man of the Board of The Northern 
Trust Company, Chicago, was elected 
a Class A director; he succeeds Ken-
neth V. Zwiener, Chairman of the 
Board of Harris Trust and Savings 
Bank, Chicago, whose term expired. 
William H. Davidson, President of the 
Harley-Davidson Motor Company, 
Milwaukee, was re-elected a Class B 
director. 

At the Detroit Branch, William M. 
Defoe, Chairman of Defoe Shipbuild-
ing Company, Bay City, was appointed 
to a three-year term by the Board of 
Governors. Roland A. Mewhort was 
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appointed and George L. Whyel was 
reappointed to three-year terms by the 
Board of the Federal Reserve Bank of 
Chicago. Mr. Mewhort is Chairman of 
the Board of Manufacturers National 
Bank of Detroit, and Mr. Whyel is 
President of Genesee Merchants Bank 
and Trust Company, Flint. The Board 
of Directors of the Detroit Branch 
elected L. William Seidman, Partner 
in the public accounting firm of Seid-
man and Seidman, Grand Rapids, 
Chairman of the Detroit branch. 

Officers 

Five off icers were advanced to 
Senior Vice President. Carl E. Bier-
bauer, formerly Vice President and 
Control Officer, was promoted to Se-
nior Vice President and Control Offi-
cer. Daniel M. Doyle moved from Vice 
President in charge of the Personnel 
Department to Senior Vice President 
in charge of the bank's Detroit Branch. 
Ward J. Larson moved from Vice Pres-
ident to Senior Vice President and re-
tained the titles General Counsel and 
Secretary. He has responsibility for the 
Legal and Personnel Departments. 
James R. Morrison, with responsibility 
for the Bank Examination Department 
and Bank Relations and Public Infor-
mation Department, was promoted 
from Vice President to Senior Vice 
President. Bruce L. Smyth, also ad-
vanced from Vice President to Senior 
Vice President, has responsibility for 
Planning, Systems Research, Standards, 
Data Processing, and Communications 
Systems departments. 

Raymond M. Scheider and Allen G. 
Wolkey were promoted from Assistant 
Vice President to Vice President. Schei-
der has charge of the Personnel De-
partment and Wolkey has charge of 
the Bank Relations and Public Infor-
mation Department. 

Fred A. Dons advanced from As-
sistant General Auditor to General 

Auditor. He was succeeded as Assistant 
General Auditor by Frederick S. Domi-
nick. William H. Gram was named As-
sistant General Counsel and Assistant 
Secretary; Charles L. Car te r and 
Thomas L. Wolfe were promoted from 
Senior Examiners to Examining Offi-
cers; Franklin D. Dreyer was promoted 
from Senior Examiner to Assistant 
Chief Examiner; Robert W. Well-
hausen and Robert P. Cornelisen were 
named Assistant Vice Presidents. 

Retirements 

Laurence H. Jones, Senior Vice Pres-
ident and later Senior Advisor, retired 
after 35 years with the Federal Reserve 
System including 27 years with this 
bank. Russel A. Swaney, Senior Vice 
President in charge of the Detroit 
Branch, retired early to become Presi-
dent of the Economic Club of Detroit. 
John J. Endres, General Auditor, re-
tired after 35 years, and Francis C. Ed-
ler, Assistant Vice President, after 30 
years service. 

One employee retired after more 
than 50 years service, Oben K. Holt. 

Eight employees retired after more 
than 40 years of service: 
George Brown Charles W. Mueller 
William Connors Robert E. Purcell 
Joseph Godzinski Evelyn A. Randall 
Albert E. Jenkins Margaret Ulrich 

Twenty-four employees retired with 
more than 25 years of service: 
Louis Boxler Carl J. Kopsa 
Louis N. Buettner Raymond H. Lamber 
Ruby F. Dahlmann Frank Musgrave 
Marcelline J. Drill Clarence H. Nadig 
George Flannery Martin Rimstad 
Louis N. Garippo Nick J. Schroeder 
Helen Golosinski Marie S. Scribano 
Elizabeth Gossum Spiro Shelley 
Twyla Henry Theodore G. Sidlow 
Ruth F. Jenner Perry D. Walsh 
Fred R. Johnson Lois M. Warzonek 
Edmond C. Keck Virginia J. Wietrecki 






