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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Thursday, January 11, 1951. The Board met

in the Board Room at 9:30 a.m.

PRESENT: Mr. McCabe, Chairman
Mr. Evans
Mr. Vardaman
Mr. Norton
Mr. Powell

Mr. Carpenter, Secretary

Chairman McCabe reviewed for the information of the members of

the Board the statement which he made yesterday at the meeting of

the Defense Mobilization Board and stated that following the meet-

he received a request that he prepare a memorandum of actions

Which he felt should be taken in the field of finance and credit to

combat inflation. The members of the Board present, with the exception

Of*. Vardaman, indicated that they were in agreement with the sub-

stance of the memorandum as outlined by Chairman McCabe and it was

understood that he would send it as soon as it was in a form

satisfactory to him.

Mr. Norton stated that the Personnel

Committee had considered the question

of adjustments that should be made in

the salaries of members of the official

staff of the Board And that, on behalf

of the Personnel Committee and in

accordance with its recommendations, he

would move that, effective immediately,

(1) Mr. Kenneth B. Williams, Acting

Assistant Director of the Division of

Research and Statistics, and Susan S.

Burr, Assistant to the Director of the

Division, be appointed on a nonpermanent
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basis in accordance with the policy
adopted by the Board on December 29,
1950, as Assistant Directors of the
Division, and (2) salaries of the
members of the staff be increased
as follows:

Name
Elliott Thurston
Winfield W. Riefler
Woodlief Thomas
S. R. Carpenter
Merritt Sherman
Xenneth A. Kenyon
George B. Vest
Frederic Solomon
J. Leonard Townsend
G. Howland Chase
R. F. Leonard

J. E. Horbett
Lowell Myrick
Cl4rence C. Hostrup

George S. Sloan
P. A. Nelson
Ralph A. Young

Prank R. Garfield

4enneth B. Williams
Susan S. Burr
Arthur W. Marget

N. DembitzL. P. Bethea

NT E. Noyes

'44-4e L. Fauver

Title 
Assistant to the Board
Assistant to the Chairman
Economic Adviser to the Board
Secretary of the Board
Assistant Secretary
Assistant Secretary
General Counsel
Assistant General Counsel
Solicitor
Assistant Solicitor
Director, Division of Bank

Operations
Assistant Director,
Assistant Director,
Assistant Director,

ft

tf

Division of
Examinations

Salary
$167555
16,000
16l000
16l000
11,500
7,500
16,000
12,000
16,000
11,000
16,000

12,500
11,500
11,000

Assistant Director, 12,500
Assistant Director, 

ft 12,500
Director, Division of Research 16,000

and Statistics
Adviser on Economic Research, 11,500
Division of Research and Statistics

Assistant Director, 11,000
Assistant Director, " 11,000
Director, Division of International

Finance 15,000
Assistant Director, 11,500
Director, Division of Administrative

Services 12,500

Assistant Director, Division of 11,500
Selective Credit
Regulation

Administrative Assistant to the

Chairman (a nonofficial position)

Mr. Carpenter stated that Mr.

Szymczak had asked him to say to the

Board that he (Mr. Szymczak) favored

9,000
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the approval of the salary increases
as recommended by the Personnel
Committee.

Mr. Norton's motion, after con-
sideration in light of recent informal
discussions of the recommendations of
the Personnel Committee, was put by
the Chair and carried, Mr. Vardaman
voting "no" with the statement that,
while he would agree with some of the
proposed salary increases, the recom-
mendations were submitted as a group
on an "all or none" basis and he had
no choice but to vote "no". He said
he was opposed to a situation which
required a vote on such a basis be-
cause he felt that salaries of members
of the staff should be considered on
an individual basis and the Board
members permitted to vote in accordance
with their convictions in each individual
case.

Mr. Evans referred to the action taken by the Board on January

9' 1951, appointing Mr. Kelleher as Acting Assistant Director of the

13/1'1810n of Administrative Services. He stated that inasmuch as it

1484 necessary under the policy adopted by the Board on December 29,

1950 to give Mr. Kelleher a nonpermanent appointment, he saw no

1111rPose in appointing him Acting Assistant Director and that he

/1°111a recommend that effective immediately he be given the nonpermanent
4PP0

14tMent of Assistant Director of the Division of Administrative
Services.

Following a discussion, Mr. Evans'

recommendation was approved unanimously
with the understanding that the record
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would. clearly clearly show that the appoint-
ment was on a nonpermanent ')EISIS in
accordance with the action taken by
the Board on December 29, 1950.

Mr. Evans raised for discussion the suggestion that members

Of the Board should be members of the Bank Plan of the Retirement

SYstem of the Federal Reserve Banks rather than members of the

Civil Service Retirement System and it was agreed that the Personnel

Committee should look into the matter and, if desirable, make a

l'ecommendation to the Board as to what if any action might be taken

in that connection.

Chairman McCabe stated that he had received a letter dated

jalluarY 4, 1951, from Mt. Neely, Chairman of the Federal Reserve

letlak of Atlanta, in which the latter referred to the informal dis-

eUssions of the proposal that Mr. McLarin, President of the Bank,

retire as of the end of his current term and stated that Mr.

14cLarin had agreed to resign effective as of February 28, 1951.

The 
letter also requested that Mr. Neely be advised how much the

31'111k would have to contribute to the Retirement System to provide

Mr. McLarin the same amount that he would receive as retirement

if he had served until age 65.

During the discussion of the matter it was stated that it

10111,d cost approximately $59,700 to provide Mr. McLarin the same

l'etirement allowance he would receive if he continued in his present

ic'sition until age 65. It was also stated that when the matter
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8 discussed informally by the Board on December 221 1950, it was

understood that an amount would be paid to the Retirement System

'Which would be sufficient to bring Mr. McLarin's retirement allowance

to the amount he would receive if he were 65 years of age at the

time of retirement on March 11 1951, which would require a sub-

stantially smaller contribution to the Retirement System than the

arrangement stated in Mr. Neely's letter.

Pederal

At the conclusion of the dis-
cussion, Mr. Norton moved that Chair-

man McCabe be authorized to tell Mr.
Neely that if action were taken by
the directors of the Federal Reserve

Bank of Atlanta to authorize the

payment to the retirement system of

an amount sufficient to provide a
retirement allowance for Mr. McLarin

which would be equal to the amount

he would receive if he were 65 when

he retired on March 11 the Board would

approve such payment.

This motion was put by the chair

and carried, Mr. Vardaman voting "no".

Chairman McCabe then stated that Mr. Dearmont, Chairman of the

Reserve Bank of St. Louis, had telephoned that at a meeting

r the Board of Directors of the Federal Reserve Bank today it was

131'°Posed to appoint Mr. Delos C. Johns, Vice President of the Federal
lie
se ve Bank of Kansas City, as President of the Federal Reserve

33a4k of St. Louis for the remainder of the term ending February 281

1951) and for the new term beginning March 1, 1951, and to appoint

Mr. Attebery as First Vice President beginning March 1, 19511 with
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the understanding that he would retire when he reached age 65.

The majority of the members of the Board indicated that if

the proposed appointments were submitted formally they would vote to

aPProve. Mr. Vardaman stated that, while he would favor the appoint-

of Mr. Johns as First Vice President, he questioned the ad-

718abi1ity of his appointment as President.

Thereupon the meeting recessed and reconvened at 2:35 p.m.

vith Messrs. McCabe, Evans, Vardaman, and Powell, members of the

B°ard, and Mr. Carpenter, Secretary, and Mr. Sherman, Assistant

Secretary, present.

Chairman McCabe stated that in accordance with the under-

at the meeting on January 9, he met with Mr. MacDonald,

Chairman of the Securities and Exchange Commission and three other

111'51711181's of the Commission this morning, and that they stated they

had been studying stock market activity and had come to the con-

that in view of the inflationary developments during the

l'ecent period margin requirements should be increased to 75 per cent

but that no change in the rule with respect to withdrawals from under-

accounts should be made at this time.

Chairman McCabe then presented a telegram from Mr. Dearmont,

Chairman of the Federal Reserve Bank of St. Louis, reading as

tollovs:
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"Board of Directors today by unanimous vote
elected Delos C. Johns President of Federal Reserve
Bank of St. Louis for term commencing March 1, 1951,
and for remainder of term of President Davis whose
resignation was accepted effective February 1, at
salary of $25,000 per annum. Board also by unanimous
vote elected Olin M. Attebery, First Vice President
for term commencing March 1, Mr. Attebery having
Previously been elected for unexpired portion of Mr.
Hitt 's term, Salary $18,000 per annum, all actions
subject to approval of Board of Governors. Mr.
Attebery has signified his willingness to accept
the position and to serve until he reaches the
retirement age during 1952."

Following a discussion, upon
motion by Mr. Powell, unanimous
approval was given to the foregoing
appointments and salaries, Mr.
Vardaman stating that he voted
to approve because of the unanimous
action by the directors of the Federal
Reserve Bank of St. Louis, but with
reluctance because he did not feel
that Mr. Johns was the best choice

for President of the Bank although
he would favor his appointment as
First Vice President and because
he felt it was inappropriate for one

Federal Reserve Bank to select as
its President a man who was the
third-ranking officer of another
Federal Reserve Bank, especially
without giving the bankers of the
District an opportunity to canvass
fully the possibilities in their
own District.

14r. Riefler, Assistant to the Chairman, joined the meeting
et 

thiS 
Point.

Chairman McCabe stated that following the morning session

s 
meeting)

"thi
he and Mr. Carpenter talked with Mr. Neely over
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the telephone with respect to the proposed retirement of Mr. McLarin

and that it was clear that what Mr. Neely had in mind was providing

4 retirement allowance for Mr. McLarin which would be equal to the

amount that he would receive if he were 65 on March 1, 1951, the

date on which he would retire. The additional contribution to the

r
etirement system) Chairman McCabe said, that would be required to

Provide such a retirement allowance would be $37,359 which would

Provide a regular retirement for Mr. McLarin of $121686 per annum.

he Chairman made the further statement that this information was

given to Mr. Neely over the telephone and was being sent to him by

4ir mail letter by the Secretary of the Retirement System so that

Mr. Ne_n y
might have the information available tomorrow in

e°10alection with a further discussion of the matter with Mr. McLarin.

Mr. Evans stated that pursuant to the action at the meeting

°11 December 15 arrangements had been made for representatives of the

ilati°nal Used Car Dealers Association to meet with him and other

Members of the Board who were available at 11:00 a.m. on Thursday)

jelluarY 181 to discuss Regulation W) Consumer Credit, and for a

sim 
ilar meeting with representatives of the National Automobile

1/ealers Association at 2:30 p.m. on January 18.

Mr. Powell referred to a draft of statement with respect to

v°1114t ary a greements by financing institutions to restrict credit

Vhi ch had been prepared by representatives of banks and insurance
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companies, stating that it was planned that Mr. Vest would meet with

the subcommittee next Monday at which time the statement of principles

/ft8 to be redrafted. He went on to say that he (Mt. Powell) expected

to meet with the full Committee the following week in New York and that

he would like to be able to indicate at that time the views of the

Board with respect to the proposed statement of principles.

During the ensuing discussion, Chairman McCabe expressed the

View that in its present form the statement would not result in

l'estraining credit extension and that unless it was strengthened by

illolusion of specific standards by which a bank or other lender

nlight be guided in determining whether a loan was inflationary, it

would, be better not to distribute the statement since it might be

illisleading to bankers and would not deter them from making any loans.

Mr. Powell said that he felt sure the statement would be

stl'engthened in the course of further discussion, and Mr. Vest

stated that an indication at this time to the group working on the

statement that it would not be worth while in its present form

result in their abandoning their efforts to get an agreement,

hich he did not feel would be desirable at this stage.

After further discussion, Chairman McCabe suggested that Mr.

and Mr. Vest be authorized to use their judgment in presenting

to l'ePl'esentatives of the financing institutions the views expressed

at thic meeting.
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This suggestion was approved
unanimously.

At this point Mr. Riefler withdrew, and the action stated

Ilith respect to each of the matters hereinafter referred to was

taken by the Board:

Minutes of actions taken by the Board of Governors of the

Federal Reserve System on January 101 1951, were approved unanimously.

Memorandum dated January 9, 1951, from Mr. Young/ Director

Of the Division of Research and Statistics, recommending an increase

14 the basic salary of Mrs. Alice R. Williams, a clerk in that

Division, from $21810 to $2,890 per annum, effective January 211

1951.

Approved unanimously.

Memorandum dated January 101 19511 from Mr. Bethea, Director

°r the Division of Administrative Services, recommending the appoint-

Of Jeffrey Byrd Coleman as a laborer in that Division, on a

telli rarY indefinite basis, with basic salary at the rate of $21120

ler annum, effective as of the date upon which he enters upon the

0rmance of his duties after having passed the usual physical

eXam
ination.

Approved unanimously.

Memorandum dated January 9, 1951, from Mr. Horbett, Assistant
bire

eLor of the Division of Bank Operations, recommending the appoint-

°f John Carl McAfee, as a messenger in that Division, on a
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temporary indefinite basis, subject to a satisfactory clearance of

his application, with basic salary at the rate of $2,252 per annum,

effective as of the date upon which he enters upon the performance

Of his duties after having passed the usual physical examination.

Approved unanimously.

Telegram to Mr. G. R. Milburn, N-Bar Ranch, Grass Range,

Montana, reading as follows:

"Board of Governors of the Federal Reserve System
has appointed you director of Helena Branch of the
Federal Reserve Bank of Minneapolis for unexpired
Portion of term ending December 31, 1951, and will be
pleased to have your acceptance by collect telegram.

"It is understood that you are not a director
of a bank and do not hold public or political office.
Should your situation in these respects change during
the tenure of your appointment, it will be appreciated
if you will advise the Chairman of the Board of
Directors of the Federal Reserve Bank of Minneapolis."

Approved unanimously.

Letter to Mr. Sproul, President of the Federal Reserve Bunk

Of 
New York, reading as follows:

"We wish to acknowledge receipt of your letter
Of December 26, 1950, transmitting a letter of
December 19, 1950, from The Chase Bank. The letter
requests the Board's consent to the purchase and
holding by The Chase Bank (the Edge Act corporation,
the stock of which is owned by The Chase National
Bank) of stock in a corporation to be organized
under the laws of the United States of Brazil with
Powers which would include the power generally to
Purchase and sell, and to deal in as underwriter,
agent or broker, corporate find other types of
securities in Brazil.

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



1/11/51 -12-

"This request is being analyzed here, and we
will also be glad to have the benefit of your views
and recommendations in the light of your study of
the matter.

"In connection with the questions involved in
the application, it is assumed that attorneys for The
Chase Bank, or its parent corporation The Chase
National Bank, have considered the possible re-

lationship here of statutes other than the Edge Act,

including the criminal provisions of section 21 of
the Banking Act of 1933 (12 USC 378). If so, it
would be helpful to us to have the benefit of any
view they might wish to express on those phases
of the matter, and we will appreciate it if you
Will so advise The Chase Bank."

Approved unanimously.

Letter to Mr. W. Turner Clack, H. Earl Clack Company,

SP°kane 15, Washington, reading as follows:

"This refers to your letter of December 6, 1950,
relative to this Board's Regulation W concerning
consumer credit.

"Regulation W at no time prohibited the use of
credit cards issued by oil companies. At one time
the regulation did prevent the charge sale of
certain articles to accounts which were in default
under the regulation and, as a consequence, the use
of credit cards of the sort you mention was dis-
couraged. As you may know, charge sale credit is
not covered under the present regulation, but the
question of regulating this credit will be con-
sidered carefully in our continuing study of the
scope and terms of the regulation. At this time,
Of course, there is no reason why companies which
desire to do so may not voluntarily withdraw the
credit card privilege if they feel such action
14(3uld contribute to the anti-inflationary program.

"We appreciate the interest you have shown
in writing us."

Approved unanimously.
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Telegram to the Presidents of all Federal Reserve Banks and

Imaging Directors of all Branches, reading as follows:

"The maximum loan values set out in the right
hand column in each of the two tables in the
Supplement to Regulation X as amended January 12,
1951, are maximum loan values per family unit and
should be computed on the basis of value per
family unit. In the case of a property contain-
ing more than one family unit the maximum loan
value for the entire property should be computed
by multiplying the maximum loan value per family
unit by the number of family units."

Approved unanimously.

Memorandum dated January 9, 1951, from Mr. Sloan, Assistant

73irector of the Division of Examinations, recommending that per

a enl in lieu of subsistence amounting to $50.60 be paid to James

V. Fisler, Assistant Federal Reserve Examiner, for the period

13ecember 16 to December 20, 1950, during which Mr. Fisler was on

Siek leave.

Approved unanimousl

le
—4111414/11 i41.2 4.40.4:4Adow-

Secretary.
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