











FEDERAL RESERVE BANK OF PHILADELPHIA

PHILADELPHIA, PENNSYLVANIA 19101

OFFICE OF THE
PRESIDENT

February 19, 1970

The Board of Directors of the
Federal Reserve Bank of Philadelphia, and
Member Banks of the Third Federal Reserve District

Mr. Hilkert and I relinquish the chief executive responsibilities of the Federal Reserve
Bank of Philadelphia with mixed feelings. It is not easy to leave our colleagues and other
friends, and we are not sure just what it will be like to leave our work. Nevertheless, we do
look forward to a new life and we leave without regret. Above all, we leave without fear or
worry for the future of the Bank.

We knew when we assumed our present responsibilities a dozen years ago that the
Bank would survive us and that succession had to be a major concern. From the outset, there-
fore, we were acutely conscious of our responsibility for the future, for management succession.
We not only permitted but encouraged our colleagues to assume responsibilities commensurate
with their abilities; and appropriate authority was delegated. We devoted particular attention
to our younger associates, those who would succeed us. The directors have not only been fully
and continuously informed of our progress but have contributed significantly to the process.
The reward for them and for us is not only a smooth transition from the old to the new man-
agement, but the assurance that the new is qualified to face the future with imagination and
professional competence.

Mr. Hilkert and I anticipate new ventures and lessened responsibilities which retire-
ment permits, and with the same enthusiasm with which we entered our present positions. We
did agree that it is in the best interest of the Bank and of ourselves that we retire at the same
time. We have long been convinced that compulsory retirement at a specified age is a sound
management principle, and will continue to be until an equally objective and more relevant
criterion is developed. We have not changed our minds merely because it now applies to us.
Instead, we have prepared ourselves for retirement.

We have felt exceptionally close to our associates at all levels: the directors, our fellow
officers, the staff. This has made our lives enjoyable as well as productive. In our relations
with those outside the Bank we have felt that our motives have not been questioned even when
differences of views developed. To us, these have been the most important matters which
ultimately explain the specific developments that are reflected in this our final report.

With confidence we turn the management of the Bank over to David P. Eastburn as
President and David C. Melnicoff as First Vice President. We hope the work will add as much
to their lives as it has to ours.

Auf wiedersehen,

Tzl £ Lopp







THE CHANGING
OF THE GUARD

In January 1958, Henderson Supplee, Jr., then Chairman
of the Board of Directors, announced the election of Karl R.
Bopp as President and Robert N. Hilkert as First Vice President
of the Federal Reserve Bank of Philadelphia. Mr. Bopp and
Mr. Hilkert succeeded outgoing President Alfred H. Williams
and First Vice President W. John Davis who were retiring
after long and illustrious careers at the Bank’s helm. Both Mr.
Williams and Mr. Davis were highly regarded in banking circles
and held in great esteem by the employes of the Bank.

Karl Bopp had joined the Bank staff as Director of Per-
sonnel in 1941. In 1942 he was made Director of Research and
in 1947, Vice President in charge of research. He earned his
A.B. in economics, his B.S. in business administration, his M.A.
and Ph.D. from the University of Missouri. In addition to a
wide and varied teaching background, Mr. Bopp studied central
banking in England, France and Germany, and served as a
technical secretary at the Bretton Woods Monetary Conference
in 1944. During 1947-48 he was Chairman of the Staff Com-
mittee of the Federal Reserve System on Uniform Reserve
Requirements for Member Banks. He also worked as a special
temporary assistant to Thomas B. McCabe, Chairman of the
Board of Governors of the Federal Reserve System, in 1948.

Mr. Bopp has written several articles and books on the cen-
tral banks of the United States, England, France and Germany.

Mr. Hilkert came to the Federal Reserve Bank of Phila-
delphia in 1942 as Director of Personnel after a distinguished
teaching career. He was made an Assistant Vice President in
1943 and a Vice President in 1947. An economiecs major, he was
graduated from Yale University and received his Master of Arts
degree from Columbia University. He has authored numerous
articles on personnel administration and general management.

Electing men of academic background to guide the destiny
of the Philadelphia Fed was not without precedent, for President
Williams had served as Dean of the Wharton School of Finance
and Commerce of the University of Pennsylvania prior to his
election to the presidency in 1941. From the beginning of his
presidency in March 1958, Karl Bopp proved to be well pre-
pared for his task. His broad knowledge of central banking,
his training in research and his abilities to advise and persuade
helped the System perform its complicated task of keeping the
economy on an even keel. He served as a member of the Federal
Open Market Committee four times during his presidency, and
was a committee alternate four times.

Over the years, Mr. Bopp has dedicated himself to the
System’s task of trying to reconcile the often conflicting objec-
tives of full employment, price stability, and economic growth.
The difficulty in achieving these objectives has been under-
scored by the economic problems of the past decade but great
strides have been made in understanding the nature of these
problems due to the contributions of men such as Mr. Bopp.

In addition to Dr. Bopp, the teacher, and President Bopp,
the decision maker, there is Karl Bopp, the man. He believes




that more attention should be given to human values. This
personal philosophy is expressed in the day-to-day operations
of the Philadelphia Fed and in his relationships with the
community generally.

Bob Hilkert’s tenure as the Bank’s First Vice President and
his entire life style has been ‘“‘people’” oriented. Because of this,
his labors have been a happy complement to Karl Bopp’s
humanism.

Not only have the employes of the Federal Reserve System
benefited from Mr. Hilkert’s dedication and devotion, particu-
larly as a member of the System’s Retirement Committee, but
the entire community has been ably served by his involvement
in innumerable civic organizations. His expertise in personnel
administration and management development has laid the
groundwork for the present management succession.

Therefore, it was not surprising when, on October 8, 1969,
Willis J. Winn, Chairman of the Bank’s Board of Directors,
announced the election of two staff members, David P. Eastburn
as President and David C. Melnicoff as First Vice President,
effective March 1, 1970.

Three generations of management gather
for a reunion at the Bank. From the left,
First Vice President Robert N. Hilkert,
President-elect David P. Eastburn, former
First Vice President W. John Dauvis,

First Vice President-elect David C. Melnicoff,
former President Alfred H. Williams,

and President Karl R. Bopp.




THE NEW TEAM

March 1, 1970, marks the beginning of the presidency of
David P. Eastburn. At the same time, David C. Melnicoff
becomes First Vice President, succeeding Robert N. Hilkert.
In succeeding Karl R. Bopp as President, Mr. Eastburn brings
to the task 28 years of experience at the Federal Reserve Bank
of Philadelphia.

Mr. Eastburn’s career at the Bank started in 1942 after
graduating from Amherst College, and since his initial appoint-
ment as a statistical clerk in the Research Department, he has
occupied various positions. From his first official appointment
as a Financial Economist in 1956, Mr. Eastburn was promoted
to Vice President in charge of research in 1958, and became
Senior Vice President in charge of research in 1969.

In addition to overseeing research, he has had much expe-
rience in matters of monetary policy, serving as Associate
Economist of the Federal Open Market Committee and advis-
ing the Board of Directors of this Bank. His duties have also
taken him abroad where he has visited the major central banks
of Europe.

After receiving his A.B. degree from Amherst College, Mr.
Eastburn pursued his graduate work at the University of
Pennsylvania, receiving his M.A. in 1945 and Ph.D. in 1957. He
has published numerous articles in the Bank’s Business Review
and elsewhere, and is the author of a book, The Federal Reserve
on Record. He has taught at the University of Pennsylvania,
has lectured at several schools of banking and is a member of
the Faculty Administrative Committee of the Graduate School
of Banking at the University of Wisconsin. Mr. Eastburn,
however, has not confined his expertise in management solely
to the business and academic spheres, but has donated consid-
erable time and talent to civic activities in Philadelphia which
include the Citizens’ Council on City Planning, Health and
Welfare Council, Young Audiences and the Opportunities In-
dustrialization Center. Mr. Eastburn is also a member of
Governor Shafer’s Economic Advisory Council.

David C. Melnicoff comes to the first vice presidency with
a varied banking and business background. After serving as
a junior economist in the Office of Price Administration in
Washington during 1941 and 1942 and in the Coast Guard
during the war years, Mr. Melnicoff came to the Federal Reserve
Bank of Philadelphia in 1946 as a research assistant. He served
in various capacities in research and administration until he
left the bank in 1952 to join the Penn Fruit Company of
Philadelphia. From 1952 to 1956 he was Assistant to the General
Manager and to the President of that company, leaving in 1956
to become Manager of Economic Analysis for the Pennsylvania
Railroad Company. In 1959 he joined Fels and Company,
assuming the presidency in 1961. When Fels and Company was
sold in 1964, Mr. Melnicoff returned to the Federal Reserve
Bank as a Vice President. In 1969 he was appointed Senior Vice
President in charge of the credit-discount, bank services, public
information and building functions. Other matters under his
direction included the Voluntary Foreign Credit Restraint Pro-
gram, the administration of the Truth in Lending Act and the
planning of the new Bank building.

Mr. Melnicoff holds B.A. and M.A. degrees from the
University of Pennsylvania where he also taught. His profes-
sional associations include the National Association of Business




Economists, of which he is a Fellow and founding member. He
has also been a director of the Central-Penn National Bank,
Chairman of the Mayor’s Economic Advisory Committee in
Philadelphia and President of the Soap and Detergent Asso-
ciation. Mr. Melnicoff has devoted considerable time to com-
munity interests. Currently, he is a director of the Samuel Fels
Fund, the Settlement Music School, the Pennsylvania Ballet
Company and the Philadelphia Food Distribution Center.

The new top management team are acknowledged leaders
in the banking community. The announcement of their ap-
pointments in October 1969 was greeted with enthusiasm in
banking and business circles.
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THIRD DISTRICT
BUSINESS

AND BANKING
HIGHLIGHTS

Economic activity in the Third Federal Reserve District
set new records in 1969 but showed some signs of losing mo-
mentum toward the end of the year. Industrial output and
sales advanced during the year but at a slower rate than in
1968. Labor markets remained tight and rising prices continued
to chip away at climbing wages.

District consumers lost some of their enthusiasm for spend-
ing in 1969. This was particularly true of spending for durable
or “hard” goods. New car registrations in the District were off
more than three percent when compared to 1968’s banner year.
Gains in District department store sales lagged slightly behind
the national average.

Manufacturing output, measured in electric power con-
sumed by industrial firms in the District, rose 7 percent last
year—1968 showed a 10 percent increase. This reflected a
gradual slowing of the economy during the second half of the
year because of restrictive monetary and fiscal policies.

Construction outlays in the District dipped 10 percent in
1969—quite a comedown when compared to the previous year’s
40 percent gain. This was directly attributable to a sharp
decline in public works construction.

Despite the loss of some zip in economic activity, labor
markets remained tight all through the year. The unemploy-
ment rate in the District actually dropped from 3.1 percent to
2.9 percent in 1969. At the same time, average weekly earnings
in manufacturing climbed more than 6 percent. The real pur-
chasing power of area workers rose only slightly, however, as
price increases almost completely wiped out wage gains.

Responding to strong demand from business, loans at
District member banks soared a solid 10 percent. Restrictive
monetary policy, coupled with increased loan demand made
it difficult for banks to increase their investment portfolios.
District banks reported little change in holdings of Government
and other securities during the year. Many banks raised addi-
tional nondeposit funds through Euro-dollar borrowing and the
sale of commercial paper.

Time deposits rose only 3 percent in 1969, compared to
13 percent the previous year as savings depositors sought higher
interest rates in other financial markets.
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Departmental
Reports



ACCOUNTING

Accounting operations include
maintenance of the Bank’s general
books, General Account of the
Treasurer of the United States,
expense and disbursement records of
the Bank, and preparation, recording,
and distribution of budget and expense
data by function and department.
Other operations include continuous
analysis of member bank reserve
accounts to insure compliance with
System regulations; maintenance of
member bank reserve account
statement files and functioning of
appropriate adjustments; settlement
of group and wire clearance plans;
collection and reconcilement of
payments received for checks sent to
District country banks; reconcilement
of accounts with other Reserve Banks;
securing payments for services
rendered Government agencies; and
transfer of funds by wire and mail for
member banks. In addition to
operating the Bank’s leased wire
telegraph services connected

with the Board of Governors, all
other Reserve Banks and Branches,
and the Treasury, the department
utilizes commercial wire services and
a closed circuit teletypewriter system
for receiving transfer requests from six
Philadelphia banks.

New high speed Western Union Teletype equipment
will enable the Wire Transfer Unit to handle the growing
volume of transfers of funds.

Money—its availability and movement—continued to
have a major impact on this department’s activities.

During the year Regulation D, Reserves of Member
Banks, and Regulation M, Foreign Activities of National
Banks, were amended by the Board of Governors. The amend-
ments were all prompted by tight money conditions and dealt
with instruments and/or transactions initiated by banks to
obtain funds in the Federal funds and Euro-dollar markets
and other sources. As a result, new and additional reporting
requirements were instituted for banks participating in these
activities.

The Wire Transfer Unit again experienced new highs in

both items handled and dollar values. To keep abreast of this

increased activity, additional equipment was installed to pro-
vide paper tape output for messages received over the Phila-
delphia Bank Teletype Network. Currently, the department is
experimenting with a small computer to process this output and
prepare a new tape in the required System format.

The System is in the final stages of its program to speed
up the movement of money, securities and data. A new elec-
tronic switching center has been constructed and a complete
new high speed communications network is scheduled to be
activated in the early part of 1970. As a part of this program,
new high speed equipment has been installed in the Wire
Transfer-Telegraph Division.

As a continuation of the program to provide additional
service to member banks, the department’s reserve computation
workbook was revised in September and a sixth printing was
distributed to all member banks.



AUDIT

The Audit Department is supervised
by the Vice President and General
Auditor, who is directly responsible
to the Board of Directors through its
Audit Committee. The department
conducts audits and examinations,
reviews and appraises adequacy,
soundness, and application of
internal controls in other departments
and functions of the Bank. The
frequency and extent of audits and
examinations conform with schedules
approved by the Audit Committee of
the Board of Directors. Reports of

all audits, examinations, and special
investigations are submitted to the
Audit Committee monthly or more
frequently if required by the
Committee.

System personnel attending Senior Audit Workshop

Audit activities for the year 1969 were completed in accord-
ance with the program approved by the Audit Committee of the
Board of Directors. Eighty-nine periodic and thirty-nine spot
audits were made of the various departments and functions of
the Bank. The Audit Department also furnished over 2,800 lists
of securities, confirmations and other data to member banks,
supervisory authorities, accountants and other authorized indi-
viduals. In addition to the regularly scheduled audits and proof
verifications, the program included special procedural and
security reviews of the Post Office Division of the Cash Depart-
ment, Guard Protection and the Telephone Center. Because of
the increased activity in commercial banks’ reserve accounts
during the past year, additional emphasis was placed on the
reconcilement of these accounts.

The importance of the audit function necessitates the
selection of capable personnel to efficiently administer its pro-
gram. In order to obtain this caliber of personnel and accomplish
its protective goals, the Audit Department continues to co-
operate with the Personnel Department in recruiting qualified
college graduates. As part of its training program, novice
auditors are assigned to operating departments to observe and
acquire knowledge of Bank policies and procedures.

In March, this Bank’s Audit Department acted as host to
a Senior Auditors Workshop sponsored by the Conference of
General Auditors of the Federal Reserve Banks. The three-day
workshop, with all Districts represented, was the first to be held
for senior audit personnel. Because of the benefits derived from
this initial venture, similar workshops will be held annually in
other Reserve Banks.

A follow-up review of this Bank’s Audit Department by
the accounting firm of Peat, Marwick, Mitchell & Company
was begun in November 1968 and completed in April 1969.
The initial review of the audit function was made by this same
firm in 1963.
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BANK EXAMINATION

It is the policy of this Bank to conduct
an examination, in cooperation

with the respective State banking
authorities, of every State member bank
in the District during each calendar
year. The field work of the Bank
Examination Department also includes
(1) examinations of nonmember

banks applying for membership, (2)
examinations for the Federal Reserve
Board of Edge Act Corporations
located in this District, (3) investigations
of applications of State member

banks for branch offices, (4)
examination of off-premises data
processing service centers under the
provisions of the so-called “Bank
Service Corporation Act,” and (5)
investigations in connection with
applications to merge, consolidate or
purchase assets and assume liabilities.
Supervisory responsibilities of the
department include processing of
applications for mergers when

the surviving bank is a State member
bank, rendering of opinions to

the Board of Governors of the Federal
Reserve System on competitive

factors in connection with mergers
when the surviving bank is a national

or State nonmember insured bank,
processing of reports regarding
criminal violations, processing of
applications to form Edge Act
Corporations, and providing
information on regulations issued

by the Board of Governors of the
Federal Reserve System. Since July 1,
1967, the Board of Governors delegated
to the Federal Reserve Banks

authority to approve certain
applications; the chief activity under
delegated authority has been approvals
of applications by State member

banks to establish branches. The
department also does certain analytical
work on various reports and statistical
data and does the initial processing

of adjustments in member bank
holdings of Federal Reserve

Bank stock.

At the close of 1969, 29 State member banks were subject
to examination by the Bank Examination Department. Of
these, 20 had trust departments, 10 operated one banking office
and 19 had two or more offices. The number of State member
banking offices totaled 320, an increase of 13 for the year.

All State member banks in the District were examined
during 1969. ,

In 1969, three new banks were admitted to membership in
the Federal Reserve System in connection with the establish-
ment of one-bank holding companies. These banks subsequently
merged with existing State member banks. Three State member
banks with total assets of $107,252,000 voluntarily withdrew
from membership in the Federal Reserve System. As the result
of these changes the number of State member banks in the
District was reduced by three during the year.

There were a number of changes in the national bank
structure in the Third District in 1969. Five new national banks
were granted charters, four of which were in connection with the
formation of one-bank holding companies; these four were
merged subsequently with existing national banks. Three non-
member banks merged with national banks; nine national banks
merged with other national banks; three nonmember banks
merged into national banks; nine national banks merged into
nonmember banks.! As a result of these changes, the net re-
duction in the number of national banks in 1969 was 15.

The department processed four applications under the
Bank Merger Act in 1969, where the surviving bank would be
a State member bank; two of these were in connection with the
formation of one-bank holding companies by State member
banks. Thirty-two opinions were prepared on the competitive
factors involved in merger proposals where the surviving insti-
tutions would be national or insured nonmember State banks.

There are five Foreign Financing (Edge Act) Corporations
in this District. All but one of them have affiliated corporations.
The corporations and affiliates were examined by the depart-
ment in 1969, although technically our examiners function in
these examinations as direct representatives of the Board of
Governors of the Federal Reserve System.

In 1969, ten one-bank holding companies were established in
the Third District. As the result of these actions, four national
banks became wholly owned subsidiaries of one-bank holding
companies through merger with newly formed national banks;
three national banks merged with newly organized insured non-
member banks and became wholly owned subsidiaries of one-
bank holding companies; and three State member banks merged
with newly organized State member banks and became sub-
sidiaries of one-bank holding companies.

During the year this Bank conducted its initial examination
of a London branch office of a Third District State member
bank. Examiners Frederick M. Manning, William J. McCuen,
Jr., and Robert A. Dobie (left to right in picture) participated
with other examiners from the Board of Governors of the
Federal Reserve System and the Federal Reserve Bank of New
York in conducting the examination. The examiners also con-

ncludes three national banks with total assets of $378,5617,000 which
in effect converted to State nonmember banks, although technically they merged
into nonmember banks at the time one-bank holding companies were formed.




ducted examinations of two London branches of State member
banks located in the Second Federal Reserve District. The
experience gained by the examiners from the foreign branch
examinations has given the department a broader understanding
of foreign branch operations.

DISTRICT MEMBER BANK STRUCTURE

1969 1968

As of December 31
(Dollar amounts in millions)

STATE MEMBER BANKS

NUMBER : : vuwsse s smgnmuss gieemns 29 32
Assets of Commercial Departments ... $ 7,032 $ 7,060
Assets of Trust Departments . .. .. ... $ 9,230 $ 8,796!

NATIONAL BANKS
NUmber : s susas i s saumasis ssassa 311 326
Assets of Commercial Departments ... $13,039 $12,198

1Based on hook values which usually are substantially less than market values.

-
B
{1

“Our Men in London”
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BANK RELATIONS
AND SERVICES

Objectives of the Bank Relations and
Services function are to maintain
liaison with member banks and
banking associations and groups
concerning services, operations, and
policies of this Bank and the System.
Activities include (1) annual visits to
all Third District country banks,

(2) special bank visits upon request,
(3) Internal circulation of reports on

a county-by-county basis covering
bank visits, (4) annual field
conferences, (5) participation in
meetings of banking groups and
associations, (6) preparation of special
reports, charts, and ratios for member
banks, and (7) providing an annual
Functional Cost Analysis program for
member banks.

During 1969, this department continued its emphasis on
services of a technical nature to District banks. These included
assistance to member banks in connection with reserve account
maintenance, accrual accounting methods, check clearings, the
automatic charge plan and the Functional Cost Analysis pro-
gram.
Regular visits by Field Representatives of the department
to each country bank in the Third District continued during the
year. This program serves as a means for acquainting District
bankers with facilities of this Bank, for working out operating
problems or complaints and for eliciting comments from District
bankers about current monetary policy. Special-purpose visits
were made during the year to member banks requesting assist-
ance with operating problems. Visits were made to three newly
chartered banks prior to their openings to discuss various forms,
resolutions and regulations, check clearings, coin and currency
arrangements and other matters related to opening for business.
In all, 467 bank visits were made in 1969. Summaries of visits
to all areas of the District were circulated internally.

Members of this department represented the Bank at meet-
ings, conferences, conventions and other gatherings of bankers’
groups throughout the District and accepted numerous invita-
tions for talks and speeches. Attendance at these affairs provided
additional points of contact with District bankers and other
individuals. Over 500 New Jersey bankers who were in attend-
ance at the 1969 convention of the New Jersey Bankers Associ-
ation were guests at a luncheon sponsored jointly by this Bank
and the Federal Reserve Bank of New York. President Karl R.
Bopp was the principal speaker. Both he and First Vice Presi-
dent Robert N. Hilkert were honored by the Association with
formal citations for their contributions to banking over the
past years.

The 24th annual series of field meetings, ten in number,
was held in the spring at scattered locations throughout the
Distriet. Over 1,800 bankers, college teachers and other guests
in those areas heard senior officers and economists of this Bank
discuss economic and banking trends.

Seventy bankers from 59 of the larger District banks in
Pennsylvania, Delaware and southern New Jersey were guests
at a series of five luncheons sponsored by this Bank. The purpose
of the luncheon series was to provide an opportunity for
President-elect David P. Eastburn and First Vice President-
elect David C. Melnicoff to renew acquaintances and to listen to
views of District bankers on matters of mutual concern.

Two meetings were held with the Federal Reserve Relations
Committee of the New Jersey Bankers Association. Federal
Reserve policy and problems of Third District bankers located
in New Jersey were discussed.

Members of the department hosted five seminars in this Bank
which were sponsored by the Bank Administration Institute.
Each seminar was attended by 35 employes of banks located in
the Philadelphia area.

Fifty member banks in this District and about 1,000
member banks throughout the country participated in the
Functional Cost Analysis program for 1969. The annual report
containing the average figures of the 1,000 participants grouped
in three deposit sizes is now used as a reference source by many
bankers’ groups. Copies of this report were distributed to all
District member banks.




Many member banks continued to avail themselves of
credit forms and folders supplied by this Bank to District
member banks and the Bank’s portable coin and currency
exhibit was made available to a number of member banks for
display in their lobbies for special occasions.

During the past year, the Truth in Lending division
actively worked to inform creditors and others about the new
law and Regulation Z. Members of the staff gave 111 speeches
to more than 20,000 people. They filled requests to address such
groups as the Pennsylvania and New Jersey Bankers Associ-
ations, Third District Chambers of Commerce, local and state
Bar Associations and numerous other creditor groups. In addi-
tion, the division was active in counseling and advising creditors
of their responsibilities under the law. For several months
during the year, staff members were on loan to the Board of
Governors to assist in preparing interpretations of Regulation Z.

Max Klass, Truth in Lending Administrator,
addressing Pennsylvania Bankers Association Lending
Conference in Harrisburg.
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Meeting
the Public

President Karl Bopp explains monetary policy decision-making to a group of military officers enrolled as resident students at the Industrial
College of the Armed Forces, Fort McNair, Washington, D. C. The briefing was held in the Bank’s board room early in December.

Olga DiLullo of the Bank’s Public
Information Department gives visiting
students some pointers on how to detect
counterfeit notes. More than 2,000 students
toured the Bank in 1969.
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Dr. Ralph Kaminsky of New York University
addresses a group of high school
economics teachers on the subject
‘““Economics of the Cities.” The meeting,
held by the Bank on November 13, 1969,
was co-sponsored with the Delaware Valley
Council on Economic Education. More

than 100 Philadelphia and suburban

high school teachers attended.

Business Economist Ed Boehne of the Bank’s Department of Research speaks
to a group of college professors on economic conditions. The meeting,

held in Bloomsburg, Pennsylvania, was one of four seminars co-sponsored with
Third District state colleges in 1969.

During the year members of the Bank staff
gave more than one hundred talks on

the new Truth in Lending Law. Here, from the
left, Max Klass, Truth in Lending
Administrator for this Bank, William H.
Wood, Esquire, and Moderator Harold
Steinitz listen to John J. Brennen, Counsel
for the Pennsylvania Bankers Association,
discuss the new law with members of the
Pennsylvania Consumer Finance
Association at a meeting held in Pittsburgh
on May 8, 1969.
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CASH

The Cash Department maintains

an inventory of Federal Reserve notes,
Treasury currency, and coin to

meet demands of banks in the Third
Federal Reserve District. Currency and
coin move into and out of circulation
through banks in response to
increases and decreases in public
demand. All bank orders for cash are
charged, and all incoming cash
shipments are credited, to member
bank reserve accounts. The Post
Office Division of the Cash Department
operates under United States

Postal Regulations by contract
agreement. It processes incoming and
outgoing registered mail containing
coin, currency, securities, and
certified mail.

If you are wondering why you haven’t had any $500,
$1,000, $5,000 or $10,000 notes in your wallets lately, there is a
very good reason. In July 1969, the Treasury Department
announced that the issuance of these denominations would be
discontinued and that they would be withdrawn from circula-
tion when received by a Reserve Bank. There was little reaction
from the public.

There has been a marked increase in the circulation of
certain ‘“notes,” however, which is viewed by the Treasury
Department with a jaundiced eye. The number of counterfeits
detected has increased with each passing year (see chart). In
1969, a new high of 2,132 “queer”” notes was exposed here at
the Bank. Ten dollar notes seem to be the favorite denomina-
tion counterfeited by the Treasury Department’s unwanted
“‘competitors.”

Each year this department finds it necessary to update
equipment in order to cope with the increased work load. This
past year new bag closing equipment was tested with
satisfactory results and new scales were acquired for
weighing clad coin. Also, a new NCR-pocket machine with
magnetic ink character reading capabilities replaced an old
model proof machine used in processing postmaster deposits.

The total volume of coin handled by the department jumped
63.2 percent over 1968. Nickels, dimes and quarters were de-
posited with the Bank in greater volume than ever before.
Unfortunately, for the sixth consecutive year the supply of
half dollars failed to meet demand, making strict rationing
necessary.

During the year department personnel reviewed security
operations with representatives of contract armored car com-
panies. Over-the-road control of cash shipments and transfer
procedures were given special attention and a number of im-
provements in security control were instituted.

COUNTERFEIT NOTES DETECTED BY
CURRENCY COUNTERS

Number
2500




COLLECTIONS

Federal Reserve Banks provide, on a
nationwide basis, a system for the
clearing and collection of checks
and other cash items, and for

the collection of noncash items such
as drafts with documents attached,
coupons, and securities. Fast
processing and presentation of MICR
qualified cash items and checks

are achieved by the efficient use of
automated reading and sorting
equipment. The Department of
Collections also handles and
processes return items, adjustment of
cash letters, food stamp coupons,
and claims for refunds on previously
paid items. These services are
extended directly to member banks
and agencies of the Federal
Government.

Early in 1969 the Department of Collections was divided
into three interrelated but separate departments. The “split”
permits better opportunity to plan for the future while con-
tinuing daily operations.

A new high of more than 360 million checks was processed
during the year. This represents an average of 1.4 million
checks each working day—an increase of 12 percent over 1968.
The number of return items handled increased proportionately.

At year’s end 51 of 60 counties in the Third District were
participating in the Federal Food Stamp program. This increase
of 30 percent over the previous year brought the total number
of food stamps processed to almost the 30 million mark.

The ““‘intercept”’ program continues to expand rapidly.
There are 179 Third District banks now using off-premises
bookkeeping. These banks have authorized sending cash letters
direct to a correspondent bank or service center for demand
deposit processing.

After careful study it was decided that third generation
computer equipment had the capabilities and potential to be
used for high speed processing of checks as well as various
other operations within the departments. A major effort was
made in systems planning and programming in order to effect
installation of this new hardware early in 1970.

In October 1969, members of the collections staff together
with representatives of the International Business Machines
Corporation conducted a ‘“benchmark” at the local IBM Data-
center. The “test” successfully demonstrated many applications
which can be expected to add new dimensions of efficiency and
sophistication in the coming decade.
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