
Minutes of actions taken by th,,-12(3 . 1 of Governors of the

Federal Reserve System on Thursday, June 11, 1953. The Board met

in the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Evans
Mr. Mills
Mr. Robertson

Mr. Carpenter, Secretary

Mr. Sherman, Assistant Secretary

Mr. Kenyon, Assistant Secretary

Mr. Thurston, Assistant to the Board

Mr. Riefler, Assistant to the Chairman

Mr. Thomas, Economic Adviser to the Board

Mr. Leonard, Director, Division of Bank

Operations
Mr. Vest, General Counsel
Mr. Young, Director, Division of Research

and Statistics
Mr. Noyes, Assistant Director, Division of

Research and Statistics

Prior to this meeting there had been sent to the members -of

the Board copies of a draft of letter to Mr. Roger W. Jones, Assistant

Director, Legislative Reference, Bureau oC the Budget, reading as

follows:

"This is in response to your letter of June 4,

1953, asking for an expression of the Board's views
on the draft of a bill 'To amend Title I of the Hous-

ing Act of 1949, as amended, Title IV of the Housing

Act of 1950, as amended, and the United States Housing

Act of 1937, as amended, with respect to interest rates

on certain loans authorized to be made by the Housing
and Home Finance Administrator and the Public Housing

Administration.'
"Generally, the Board believes that interest rates

on Federal loans should be high enough to cover all the

expenses of the loan programs, including the cost of

money to the United States and adequate reserves for
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"losses. Further, it mould seem desirable that the
rates should be sufficiently flexible to fit in
with changing fiscal and monetary policies.

"While the formula proposed mould not meet the
standards suggested above in all circumstances, the
Board sees no serious objection to its adoption. One
possibility, which might better meet the desired ob-
jectives, would be to delegate administrative discre-
tion to the Secretary of the Treasury and the agencies
carrying on these and possibly other loan programs of
the United States Government to establish appropriate
rates from time to time within limits expressed in the
statute."

In response to a request by the Chairman for comments on the

matter, Mr. Young stated that the Housing and Home Administrator was

Proposing this legislation to revise the basis on which interest rates

are set on direct Government loans for the college housing, slum clear-

ance, and public housing programs, in all of which cases the law now

requires that the interest be based on the rate paid on the most re-

cently issued long-term obligations of the Federal Government. Mr.

Y°ung said that under this formula numerous changes in interest rates

had been necessary, creating serious administrative and policy problems,

and that to prevent such erratic fluctuations the Housing and Home Fi-

nance Administrator was suggesting a new formula under which he would

be authorized to fix annually a rate not less than the average yields

on outstanding marketable Treasury obligations with maturities of 15

Years or longer. He felt that in general the proposed formula was not

°bjectionable.

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



(r.,

6/11/53 -3-

Thereupon, the letter to Mr.

Jones was approved unanimously.

The Secretary referred to the comments made by Governor Mills

at the meeting on June 8, 1953, concerning his conversation Jith Mr.

Fulton, President of the Federal Reserve Bank of Cleveland, about the

Proposed appointment of Mr. L. Merle Hostetler, now Assistant Vice Presi-

dent of the Bank, to be Director of Research, and to the agreement by

the Board at that time that it would approve the appointment upon re-

ceipt of a formal recommendation from the Bank. He said that informa-

tion had noa been received from the Cleveland Bank that the directors

of the Bank were to meet this morning, that the appointment of Mr.

Hostetler as Director of Research at his present salary would be recom-

mended, and that if the directors approved the recommendation a telegram

would be sent to the Board today requesting approval of the appointment

and Payment of salary to Mr. Hostetler at his present rate from the date

the appointment became effective through June 30, 1953.

Thereupon, unanimous approval
was given to a telegram to Mr. Virden,

Chairman of the Federal Reserve Bank

of Cleveland, in the following form,

with the understanding that the tele-

gram would be sent upon receipt of a

formal request from the Cleveland

Bank for approval of the appointment:
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"Retel date. Board of Governors approves the
appointment of L. Merle Hostetler as the officer
in charge of the Research Department at the Federal
Reserve Bank of Cleveland with the title of Director
of Research and the payment of salary to him at his
present rate from the date appointment is effective
through June 30, 1953."

Secretary's Note: A telegram
from Chairman Virden having
been received following the
meeting, the above reply was
sent today.

Before this meeting there had been submitted by the Conference

Of Presidents of the Federal Reserve Banks a memorandum covering topics

to be discussed at the joint meeting of the Board and the Presidents

to be held this afternoon.

It was agreed that the views
of the Board regarding these topics
would be stated substantially as
recorded in the minutes of the
joint meeting*

Governor Robertson stated that he would also like to discuss

at the joint meeting the study of consumer credit and its relation to

monetary policy which was instituted by action of the Board on March

311 1953, pursuant to the suggestion made by the Reserve Bank Presi-

de-n.8 at the joint meeting with the Board on March 5, 1953.

Chairman Martin stated that he would like to bring up at the

Joint meeting with the Presidents the progress that had been made on
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the studies of the respective Federal Reserve Bank and branch terri-

tories which the Presidents were requested to undertake at the joint

meeting with the Board on March 5, and that in accordance with the

decision made at the meeting of the Board on June 9, 1953, there would

also be presented to the Presidents for their comments a draft of

letter to the Reserve Banks with respect to the policy that should

be followed in the leasing of space in Federal Reserve buildings.

Governor Robertson inquired whether it would be desirable to

request the Presidents to give consideration to the issuance of a

statement with respect to Reserve Bank lending on United States Govern-

ment bonds at par. He also suggested inquiring of the Presidents

Whether it would be desirable for the bank supervisory agencies to re-

iterate, as previously suggested by President Sproul, of the Federal

Reserve Bank of New York, that they did not intend to take into con-

sideration depreciation in United States Government securities in de-

termining the adequacy of a bank's capital.

It was understood that these

questions would be raised at the

joint meeting with the Presidents.

Reference was made to a letter received by Chairman Martin

from Secretary of Commerce Weeks under date of June 5, 1953, endors-

ing a request contained in a resolution adopted by the Department's
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Business Advisory Council that the Board make 'Ia careful study of

consumer buying and spending habits, with particular emphasis on

the extent to which families budget their requirements and on the

use of installment credit."

Mr. Young stated that two possible courses of action were

under consideration. One was to offer to take material from the

special System study of consumer credit which was referred to by

Governor Robertson earlier in this meeting, together with certain

material from Surveys of Consumer Finances to date, and prepare a

special study which would be turned over to the Business Advisory

Council . The other course would be to advise Secretary Weeks that

the Board would undertake to orient the questions in the 1954 Survey

Of' 
Consumer Finances toward the interests expressed by the Business

Advisory Council in the thought that the results would be helpful in

throwing light on these matters.

It was agreed that a reply along
the lines of the second alternative
would be satisfactory.

Secretary's Note: In accordance with
this action, the following reply was
sent by Chairman Martin to Secretary
Weeks under date of June 15, 1953:

"This is in reply to your letter of June 5, 1953,
transmitting a copy of a resolution adopted by the Busi-
ness Advisory Council at its last meeting.
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"Considerable information on consumer buying

and saving habits was obtained in connection with
the Boardts Survey of Consumer Finances which as

conducted earlier this year. The results of this

Survey will be summarized in a series of articles
to be published in the Federal Reserve Bulletin,

beginning with the June issue. The Board has re-

cently authorized a similar survey for 1954, and

work will begin shortly on the detailed questions
to be included in that survey. We will bear in

mind the Business Advisory Council's resolution,
and the comments in your letter, in framing those

questions.
"In the meantime, the Board expects to keep

in close touch with developments in consumer mar-

kets and instalment financing, through the facili-

ties of twelve Federal Reserve Banks, and if this

observation results in any studies which would be
of interest to you or to the Business Advisory
Council we aill be happy to provide you with copies."

The meeting then adjourned. During the day the following ad-

ditional actions were taken by the Board with all of the members ex-

cept Governors Szymczak and Vardaman present:

Minutes of actions taken by the Board of Governors of the

Federal Reserve System on June 10, 1953, were approved unanimously.

Memorandum dated June 5, 1953, from Mr. Sloan, Director,

Division of Examinations, recommending the appointment of John

Richard Stanmeyer as Assistant Federal Reserve Examiner in that

°1-vision on a temporary indefinite basis, with basic salary at the

rate of $4,045 per annum and with official headquarters in ;lashington,

I)* C., effective as of the date upon which he enters upon the performance
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of his duties after having passed the usual physical examination

and subject to the completion of a satisfactory employment investi-

gation.

Approved unanimously.

Memoranda recommending that the basic annual salaries of the

following employees be increased in the amounts indicated, effective

June 21, 1953:
Salary Increase

.12.2te  of Memorandum Name and Title From To

Memorandum from Mr. Carpenter, Secretary of the Board

5/25/53

5/21/53

6/9/53

5/20/53

Beverly Ann Mealey,
File Clerk $2,950 $3,030

Memoranda from Mr. Young, Director,

Division of Research and Statistics

Tynan Smith,
Economist

Arthur L. Broida,
Economist

Murray Altmann,
Economist

Charlotte J. Hodges,
Clerk-Typist

10,200 10,400

7,440 7,640

5,185 5,310

2,750 2,830

Memorandum from Mr. Marget, Director,
Division of International Finance

Mary M. Maroney,
Economist 5,435 5,560

Anne S. Temple,
Research Assistant 3,660 3,785
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Salary Increase

Date of  Memorandum Name and Title From To
Memorandum from Mr. Sloan, Director,

Division of Examinations

5/14/53

5/20/53

5/20/53

6/9/53

13arlk of

L. M. Schaeffer,
Federal Reserve
Examiner $5,9)40 $6,140

Memorandum from Mr. Leonard, Director,
Division of Bank Operations

John R. Farrell,
Chief, Reserve Bank
Budget and Expense
Section 8,760 8,960

F. A. Walker,
Supervisor, Settle-
ment and Currency
Section 5,685 5,810

Memoranda from Mr. Bethea, Director,
Division of Administrative Services

Thomas R. Deakins,
Guard 3,230 3,310

Howard W. Stull,
Chauffeur 3,230 3,310

David Sullivan,
Guard 3,310 3,390

Violet Herrmann,
Cafeteria Helper 2,8h0 2,910

Mildred Tydings,
Cafeteria Manager 5,185 5,310

Approved unanimously.

Letter to Mr. Stetzelberger, Vice President, Federal Reserve

Cleveland, reading as follows:

"Pursuant to the recommendation contained in your
letter of June 5, 1953, the Board of Governors approves
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"the appointment of Kenneth T. Willis as an assistant ex-
aminer for the Federal Reserve Bank of Cleveland. We
would like to be advised of the date upon which the ap-
pointment of Mr. Willis becomes effective."

Approved unanimously.
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