
I'u?'
Z4.

Minutes of actions taken by the Board of avernors of the

Federal Reserve System on Friday, July 24, 1953.

PRESENT: Mr. Szymczak, Acting Chairman

Mr. Evans

Mr. Carpenter, Secretary

Mr. Sherman, Assistant Secretary

In accordance with the understanding at the meeting on May 29, 1953,

Governor Evans submitted the following statement of reasons for his dissent

In connection with the action of the Board on May 29 regarding an increase

I n salaries of the Presidents and First Vice Presidents of the Federal Re-

serve Banks:

"I reluctantly voted against an increase in the salaries

of the Presidents and First Vice Presidents for the following

reasons:
In my opinion, the timing of this increase is unfortunate

because in all probability the Federal Reserve System will have

a Congressional review in the near future and it would be far

better, I think, for the System to wait until the review is

completed before blanket increases are made. Also, we have ac-

quired some enemies who will, in my opinion, attempt to exploit

the increases and make our public relations problem more diffi-

cult than would otherwise be the case.

I want to make it very clear that these are my only reasons

for not wishing to increase salaries at this time."

Telegrams to the Federal Reserve Banks of Boston, New York,

Philadelphia, Cleveland, Richmond, St. Louis, Minneapolis, Kansas City,

Dallas, and San Francisco stating that the Board approves the establish-

tnent without change by the Federal Reserve Banks of Boston, St. Louis,

and Kansas City on July 20, by the Federal Reserve Bank of San Francisco

O n July 21, and by the Federal Reserve Banks of New York, Philadelphia,
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Cleveland, Richmond, Minneapolis, and Dallas on July 23, 1953, of the

rates of discount and purchase in their existing schedules.

Approved unanimously.

Memoranda from appropriate individuals concerned recommending

Personnel actions as follows:

Change in status of appointment 

Hubert R. Dunn, General Mechanic, Division of Administrative

Services. From temporary (two months) to temporary indefinite, with

no change in basic annual salary at the rate of $3,200, effective July

27, 1953.

Salary increase, effective August 2 1953
Basic annual salary 

Name and Title Division From To

Stephen H. Axil/T;(1,

Economist

Inteinational Finance

Leave without pay, not to exceed two months 

$4,705

Att W. Hammons, Jr., Assistant Federal Reserve Examiner, Field

Staff. For the period beginning August 1 and ending August 21, 1973.

Extension of term of service with field staff of examiners 

Louise S. Anderson, Special Assistant Federal Reserve Examiner,

Division of Examinations. To be extended through the first three exami-

nations of Federal Reserve Banks made during the year 1954.

Changes in official headquarters  Division of Examinations field staff

Warne and title From To

Thomas A. Brown, Philadelphia, Washington,

Assistant Federal Reserve Pennsylvania D. C.

Examiner
Karl P. Wendt, Cleveland, Washington,

Assistant Federal Reserve Ohio D. C.

Examiner
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Resignation, effective close of business July 31, 1953 

Vera F. Small, Administrative Clerk, Division of Research and

Statistics.

Approved unanimously.

Letter to Mr. McConnell, Vice President, Federal Reserve Bank

of Minneapolis, reading as follows:

"This refers to your letter addressed to Mr. George S.

Sloan of July 8, 1953, concerning maximum rates of interest

on time certificates of deposit under Regulation Q and the

Board's letter of June 26, 1953 (S-1501). With your letter

you enclosed a copy of the Board's letter to your Bank of

May 7, 1952.
"As indicated by your letter, 5-1501 should be regarded

as superseding the letter of May 7, 1952, as well as the Inter-

pretation published in the 1936 Federal Reserve Bulletin, page

548.
"The Board agrees with your view that it would be permis-

sible under Regulation Q and S-1501 for a member bank to issue

a time certificate of deposit containing maturity and interest

Provisions such as those set out in the fourth paragraph of

your letter. That example correctly reflects the principles

expressed in S-1501.

"There is no Objection to your advising member banks of

the effect of S-1501. The views expressed in that interpreta-

tion were published in the Federal Register for July 9, 19)3.

Such views will be published also in an early issue of the

Federal Reserve Bulletin."

Approved unanimously.

Telegram to Mr. Millard, Vice President, Federal ReE,erve Bank of

San Francisco, reading as follows:

"Reurlet July 20, 1953, Board extends to November 2, 1953,

time within which Bunk of Encino, Encino (Los Angeles), Cali-

fornia, may accomplish membership."

Approved unanimously.
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Letter to the Presidents of all Federal Reserve Banks reading as

follows:

"An inquiry was presented recently concerning the applica-

tion of Regulation T or Regulation U to a plan proposed by a

Federal credit union to aid its members in purchasing stock of

a corporation whose subsidiary apparently was the employer cf

tll the credit union's members.
"From the information submitted, the plan appeared to contem-

plate that the Federal credit union would accept orders from its

members for registered common stock of the parent corporation in

multiples of 5 shares; that whenever orders had been so received

for a total of 100 shares, the credit union, as agent for such

members, would execute the orders through a brokerage firm with

membership on a national securities exchange; that the brokerage

firm would deliver certificates for the stock, registered in the

names of the individual purchasers, to the credit union against

payment by the credit union; that the credit union would pro-

rate the total amount so paid, including the brokerage fee,

among the individual purchasers according to the number of shares

purchased by them; and that a savings in brokerage fee resulting

from the 100-lot purchases would be passed on by the credit union

to the individual purchasers of the stock. However, amounts of

the stock less than 100 shares would be purchased by the credit

union through the brokerage firm for any members willing to fore-

go such savings.
"It appeared further that the Federal credit union members

for whom stock was so purchased would reimburse the credit union

(1) by cash payment, (2) by the proceeds of withdrawn shares of

the credit union, (3) by the proceeds of an installment loan from

the credit union collateraled by the stock purchased, or (4) by

a combination of two or more of the above methods. To assist the

collection of any such loan, the employer of the credit union

members would provide payroll deductions. Apparently, sales by

the credit union of any of the stock purchased by one of its mem-

bers would occur only in satisfaction of a delinquent loan bal-

ance. In no case did it appear that the credit union would make

a charge for arranging the execution of transactions in the stock

for its members.

"The Board was of the view that, from the facts as presented,

it did not appear that the Federal credit union should be regarded

as the type of institution to which Regulation U, in its present

form, applied.
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"With respect to Regulation T, the question was whether

the activities of the Federal credit union under the proposal,

or otherwise, might be such as to bring it within the meaning

of the terms 'broker' or 'dealer' as used in the regulation

and the Securities Exchange Act of 1.934. The Board observed

that this, of course, was a question of fact that necessarily

depended upon the circumstances of the particular case, includ-

ing the manner in which the arrangement in question might be

carried out in practice.

"On the basis of the information submitted, however, it

did not appear to the Board that the Federal credit union should

be regarded as being subject to Regulation T as Li. 'broker or

dealer who transacts a business in securities through the medium

of' a member firm solely because of its activities as contem-

plated by the proposal in question. The Board stated that the

regulation rather clearly would not apply if there appeared to

be nothing other than loans by the credit union to its members

to finance purchases made directly by them of stock of the

parent corporation of the employer of the member-borrowers.

The additional fact that the credit union, as agent, would pur-

chase such stock for its members (even though all such purchases

might not be financed by credit union loans) was not viewed by

the Board as sufficient to make the regulation applicable where,

as from the facts presented, it did not appear that the credit

union in any case was to make any charge or receive any compensa-

tion for assisting in such purchases or that the credit union

otherwise waH engaged in securities activities. However, the

Board stated that matters of this kind must be examined closely

for any variations that might suggest the inapplicability of the

foregoing.
"The text of this letter will be published in early issues

of the Federal Reserve Bulletin and the Federal Register."

Approved unanimously.

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




