
Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Friday, August 7, 1953. The Board met

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

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

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary

Mr. Vest, General Counsel

Chairman Martin stated that Mr. Johns, President of the Fed-

eral Reserve Bank of St. Louis, called him on the telephone yester-

day at which time he mentioned that he was making arrangements to

employ two individuals who would be expected later on to assume the

duties of vice presidents in charge of the Louisville and Memphis

branches of that Bank, when vacancies occurred because of resigna-

tion or retirement of the present occupants. Chairman Martin went

Ott to say that both of the individuals would make very desirable Fed-

eral Reserve Bank officers and that the salaries Mr. Johns had in

mind would fall within the range of the group approved by the Board

for that Bank. Chairman Martin added the comment that while no action

on the part of the Board was called for at this time, he was bringing

the matter to its attention in view of the fact that the St. Louis

Bank subsequently would request the Board's approval of payment of

salaries to the individuals concerned.
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Before this meeting there had been sent to the members of

the Board a memorandum from Mr. Carpenter dated August 4, 1953, with

respect to a letter from the Federal Reserve Bank of New York dated

July 29, 1953, which stated that the directors of that Bank had granted

a leave of absence without pay to Mr. Walter H. Rozell, Jr., Manager of

the Foreign Department of the Bank, for a period of approximately two

Years, in order to enable him to serve as Governor of the State Bank

of Ethiopia. The memorandum referred to the position taken by the Board

th connection with a request in 1950 that a member of the Board's staff,

John Exter, become the first Governor of the Central Bank of Ceylon, at

which time the Board concluded it would not be appropriate or desirable

for a member of its staff to serve in a policy-making position for a

foreign government, even though the staff member might be on leave of

absence without Pay. Accompanying the memorandum were alternate drafts

of letters, one of which would have indicated that the Board would ap-

Prove the arrangement as proposed by the New York Bank even though it

had some question regarding it. The other draft would ask that the

directors give further consideration to the arrangement with the

thought that it would be preferable for Mr. Rozell to sever his con-

nections with the Federal Reserve Bank entirely since he would be going

t° Ethiopia for the purpose of serving in a policy making job for the

hhiopian government. Attached to the drafts of letters was a memorandum

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



143

8/7/53

Prepared in in the Legal Division under date of August 62 1953 which

quoted from Article I, Section 9, of the Constitution of the United

States the provision that "...no Person holding any Office of Profit

or Trust under them (the United States), shall, without the Consent

of the Congress, accept of any present, Emolument, Office, or Title,

of any kind whatever, from any King, Prince, or Foreign State". While

the memorandum expressed the opinion that this provision does not lit-

erally apply to officers or employees of a Federal Reserve Bank, it

suggested that the general principle which the Constitutional provision

states is one which the Board might wish to consider as a matter of

Policy in connection with arrangements such as that proposed for Yr.

Rozell.

Chairman Martin stated that he felt it was not desirable for

an officer of a Federal Reserve Bank to serve as Governor of a foreig
n

central bank even though he was on leave without pay; he would, there-

fore, favor sending a letter to the New York Bank which would ask tha
t

further consideration be given to the arrangement. He stated that it

waS his understanding that Governor Szymczak also preferred this pro-

oedure.

Following a discussion unani-

mous approval was given to a letter

to Mr. Willis, Secretary, Federal Re-

serve Bank of New York, reading as

follows:
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"Your letter of July 29, 1953 states that the directors
of the Federal Reserve Bank of New York have granted a leave
of absence without pay to Mr. Walter H. Rozell, Jr., Manager
of the Foreign Department of the Bank, for a period of approxi-
mately two years plus traveling time commencing at the end of
August or early September of this year, in order to make his
services available as Governor of the State Bank of Ethiopia.

"In a somewhat similar situation in 1950 when one of the

Board's employees was asked to become governor of a foreign
central bank for a limited period, the Board took the posi-
tion that it would not be appropriate or desirable for a mem-
ber of its staff to serve in a policy making position for a

foreign government even though the staff member might be on
leave of absence without pay. Accordingly, the employee was
informed that if he wished to accept the governorship, the
Board would accept his resignation with the understanding that
if within 12 months from the date of resignation he applied
for reemployment, he would be reemployed at the rate of salary
he was receiving at the time of resignation. It is the view
of the Board that, in the absence of compelling considerations
to the contrary, a similar arrangement would be desirable in
the case of Mr. Rozell since he will go to Ethiopia for the

Purpose of serving in a top policy position for the Ethiopian

Government.
"Therefore, the Board would appreciate it if your directors

would give further consideration to this phase of the matter for
the purpose of exploring the possibility of a practical arrange-
ment under which Mr. Rozell would sever his connection with the

Federal Reserve Bank with the understanding that if he applied
at the end of the period of approximately two years referred to
in your letter he would be reemployed with salary at or above
the rate he was receiving at the time of his resignation."

Before this meeting there had been sent to the members of the

Board a memorandum from Mr. Marget, Director, Division of International

inance, dated August 6, 1953, outlining a request which he had received

I'egarding his possible service as a member of an Austrian Banking Mission

to study the banking structure and capital market of that country. The
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memorandum stated stated that it was expected that letters would be received

by the Board within the next few days from the Austrian government and

from the Foreign Operations Administration (formerly the Mutual Security

Agency) requesting Mr. Marget's services and those of an assistant. The

Proposed mission would include Governor Frere of the National Bank of

Belgium as the head of the mission, Sir Otto Niemeyer of the Bank of

England, and Mr. Marget; it would be expected to meet in Vienna around

October 1, 1953 and would hold sessions through October and November;

each member of the mission would also be asked to provide an assistant

who would serve up to four months starting around the middle of August;

travel expenses and actual expenses in Vienna for Mr. Marget would be

borne by the Austrian government (there would be no honorarium), and

travel expenses and expenses in Austria for Mr. Marget la assistant would

be paid for by the Foreign Operations Administration out of Technical

Assistance funds. Mr. Marget's memorandum stated that in view of the

nature of the assignment, with its reference to central banking problems

and his oxn experience in Austria, and in view also of the importance

which the Mutual Security Agency and the State Department have attached

to the project, he felt the assignment would be definitely worthwhile.

He suggested that if the Board also took this view, it would be desirable

for Gordon B. Grimwood, Economist in the Central and Eastern European

Section of the Division of International Finance, to serve as his assistant
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on the mission. Mr. Marget's memorandum noted that no definite pro-

Posal had been made as to reimbursement of the Board for the salaries

of either himself or Mr. Grimwood during the period of the mission.

Chairman Martin stated that he felt it was appropriate and

desirable for the Board to cooperate in undertakings of the type de-

scribed in Mr. Marget's memorandum, that it appeared that Mr. Marget

could be spared for this purpose later this year, and that while he

had some question as to whether it would be preferable for the Board

to pay Mr. Marget's expenses rather than to permit them to be paid by

the Austrian Government, it appeared that on a number of other occasions

in recent years members of the Board's staff who had gone on foreign mis-

sions had received reimbursement for their expenses direct from another

government or from some other agency of the United States Government.

Under the circumstances, Chairman Martin stated that he did not wish

to urge a different arrangement than that proposed in Mr. Marget's memo-

randum. He also expressed the view that the Board benefited from having

members of its staff participate in missions of the type proposed. Chair-

man Martin also mentioned that Governor Szymczak was familiar with the

Proposed mission and favored authorizing Messrs. Margot and Grimwood to

Participate, if formal requests were received from the Austrian Govern-

Ment and the Foreign Operations Administration.

Thereupon, unanimous approval

was given to Mr. Marget's memorandum
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with the understanding that Messrs.
Marget and Grimmood were authorized

to participate in the mission along

the lines outlined in the memorandum,

on the assumption that formal requests

for their services were received. In
taking this action, the Board agreed

that it would pay salaries of Messrs.
Marget and Grimwood while engaged in

the mission and would not request re-

imbursement therefor, and it was also

understood that travel expenses and

actual expenses for Mr. Marget while

in Vienna would be borne by the Austrian

Government, while travel expenses and

living expenses in Austria for Mr. Grim-
wood would be paid by the Foreign Opera-

tions Administration (formerly called

the Mutual Security Agency).

There were presented telegrams to the Federal Reserve Banks of

Boston, New York, Philadelphia, Cleveland, Richmond, Chicago, St. Louis,

Minneapolis, Dallas, and San Francisco stating that the Board approves

the establishment without change by the Federal Reserve Banks of Boston

arid St. Louis on August 3, by the Federal Reserve Bank of San Francisco

on August 4, by the Federal Reserve Bank of Cleveland on August 5, and

by the Federal Reserve Banks of New York, Philadelphia, Richmond, Chicago,

Minneapolis, and Pallas on August 61 1953, of the rates of discount and

Purchase in their existing schedules.

Approved unanimously.

Thereupon the meeting adjourned. During the day the following

84ditional actions were taken by the Board with Chairman Martin, Gover-

nor Evans, and Governor Mills present:
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Memorandum dated August 7, 1953, from Mr. Bethea, Director,

Division of Administrative Services, recommending that the appoint-

ment of William M. Canney, Operator (Tabulating Equipment) in that

Division, be changed from temporary to temporary indefinite, with

no change in his basic salary at the rate of $3,175 per annum, ef-

fective at the expiration of his present appointment.

Approved unanimously.

Letter to Mr. Harvey, Vice President and Cashier, Federal Re-

serve Bank of Boston, reading as follows:

"As requested in your letter of July 31, 1953,
the Board of Governors approves, for an additional

period of three months from August 6, 1953, the pay-
ment of salaries to the following employees at the

rates indicated, which exceed the maximums established

for the grades in which their positions are classified:
Annual

Name Salary 

John 0. Barrows $3,270

Ralph M. Simonds 3,060
George H. Smith 3,060

Nancy G. Quattrochi 2,730"

Approved unanimously.

Letter to Mr. Leach, Chairman, Conference of Presidents of the

Pederal Reserve Banks, c/o Federal Reserve Bank of Richmond, Richmond,

Virginia, reading as follows:

"In connection with the forthcoming Presidents' Con-

ference, the Board would appreciate having the topic

'Classification of member banks for purposes of electing

Class A and Class B directors' included on the agenda.
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"Recently, in connection with a change proposed by a

Federal Reserve Bank in the classification of member banks

for electoral purposes, some consideration was given to

the general question of the base or bases for classifica-

tions. This led to the suggestion that a general review

of the present classifications be made early next year,

and that as a preliminary to such a review the matter be

discussed with the Presidents, which would afford an op-

portunity for discussion of guiding principles.
"The Board's letter of September 19, 1934 (X-8012),

suggested a formula which might be used as a general guide

for classification of member banks for electoral purposes.

The formula provides that approximately one-third of the

member banks in a district be in Group 2, with the number

of banks in Group 1 in as nearly as may be the same ratio
to the total number of banks as the combined capital and

surplus of Group 3 banks bears to the total capital and
surplus of all the banks. This formula has since been

used as a guide in considering reclassifications, but there

have been somewhat substantial deviations from this formula

in some districts.
"It is suggested that a preliminary discussion be held

at the September conference to be followed with a further

discussion at the following conference. Such discussions

should include satisfactoriness of the present formula as

a guide, appropriate factors for departures from it, and

possible alternatives to the general formula."

Approved unanimously.

Letter to Mr. Clark, First Vice President, Federal Reserve Bank

°f Atlanta, reading as follows:

"Reference is made to your letter of July 16, 1953,

requesting the views of the Board of Governors with re-

spect to the propriety of an employee being on the Agent's

pay roll, if he also serves in a supervisory capacity of
a department containing a currency verification unit en-

gaged in the verification and destruction of unfit United

States paper currency.

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



4 (1

8/7/53 -10-

"It is noted from your letter that a currency veri-

fication unit was established recently at the Jacksonville

Branch in the Fiscal Agency Department and that you have

particular reference to the Manager of that department,
who also serves as Federal Reserve Agent's Representative.

"Under present arrangements, only United States cur-

rency (and not Federal Reserve notes) will be processed in

the newly established verification and destruction unit.

Therefore, the Board of Governors will interpose no objec-

tion to the Manager of the Fiscal Agency Department of the

Jacksonville Branch continuing to serve also as a Federal

Reserve Agent's Representative. However, as a general policy,

it is believed that it would be preferable if the Federal Re-

serve Agent would select as his assistants persons who are

not in any way associated with the cash or the audit function."

Approved unanimously, with
copies to the Federal Reserve Agents
and Presidents at all other Federal
Reserve Banks.

Letter to the Organization Committee, Bank of Dearborn, Dearborn,

Michigan, reading as follows:

"Reference is made to the request submitted through

the Federal Reserve Bank of Chicago that condition numbered

3 prescribed in the Board's letter of February 18, 1953,
with respect to admission to membership of the Bank of Dear-

born be modified.
"The Board of Governors has modified condition numbered

3 to read as follows:
3. At the time of admission to membership,

such bank shall have a paid-in and unim-
paired capital stock of not less than
$350,000 and other capital funds of not

less than $350,000."

Approved unanimously, for trans-

mittal through the Federal Reserve

Bank of Chicago, together with a

letter to Mr. Diercks, Vice President,

Federal Reserve Bank of Chicago, read-

ing as follows:
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"Reference is made to your letter of August 3,
1953, with respect to the application for membership
of the Bank of Dearborn, Dearborn, Michigan, and recom-

mending that condition numbered 3 prescribed in connec-
tion with admission of the bank to membership be modi-

fied. The Board of Governors has modified condition

numbered 3 as set forth in the enclosed letter which
you are requested to forward to the Organization Com-

mittee of the Bank of Dearborn. Two copies of such

letter are enclosed, one of which is for your files
and the other of which you are requested to forward
to the Commissioner, State Banking Department for the

State of Michigan for his information."

Letter to the Presidents of all Federal Reserve Banks reading

follows:

"Recently a national bank in New York requested
the views of the Federal Reserve Bank of New York with

respect to a proposed extension to the Banco do Brasil
of a large dollar-exchange acceptance credit. The Fed-

eral Reserve Bank was informed that, in order to liqui-

date all Brazilian commercial debts in the United States,
the Banco do Brasil had arranged for a $300,000,000 loan

from the Export-Import Bank and proposed also to obtain

from a number of American commercial banks dollar-exchange

acceptance credits aggregating between $50,000,000 and

$100,000,000. The acceptances thus created were to be re-

tired within a year from the dollar proceeds of Brazil's

exports to the United States.
"The Federal Reserve Bank presented the matter to

the Board of Governors for its consideration, and there
is enclosed a copy of the Board's reply dated August 4,
1953, addressed to the Federal Reserve Bank of New York.
Since a similar proposal may be presented to other member

banks, you may deem it advisable to bring the Board's

views to the attention of any member banks in your dis-

trict which are authorized to accept drafts for the pur-

pose of furnishing dollar exchange. A list of all such
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"member banks, as of July 31, 1953, is enclosed.
"Needless to say, the Board's position relates only

to the proposed use of bankers' acceptances in the circum-

stances of this case, and is in no sense an expression of

Opinion as to the propriety or legality of extensions of

credit to Banco do Brasil under other arrangements."

Approved unanimously.

Letter to Mr. Roger W. Jones, Assistant Director for Legislative

Reference, Bureau of the Budget, Washington, D. C., reading as follows:

"This refers to your letter of July 30, 1953, inviting
comments on a tentative draft of an Executive Order suggested
by the Secretary of the Treasury providing for the issuance

by the Secretary of regulations governing the acquisition,

custody, and disposition of foreign exchange by the United

States.
"Under section 1/115 of the Act of July 15, 1952 (66 Stat.

662), foreign credits owed to or owned by the United States

Government are available for expenditure after July 30, 1953,
only as provided in appropriation acts. Pursuant to that pro-

vision, the current supplemental appropriations bill provides
in effect that foreign credits owed to or owned by the United

States may be used by Federal agencies for any purpose for

which appropriations are made for the current fiscal year,
but only when reimbursement is made to the Treasim from ap-

plicable appropriations. Exceptions are provided for out-

standing commitments and for proceeds of sale or exchange
of personal property.

"The proposed Executive Order would provide that the

acquisition, custody and disposition of foreign exchange by
or under the control of the United States shall be adminis-

tered under regulations issued by the Secretary of the Treasury.
It also would provide that, except as authorized by the Secre-
tary of the Treasury, no executive department or agency of the

United States shall purchase any foreign exchange from any

source outside the Government of the United States other than
to the extent that appropriate foreign exchange is not avail-
able for purchase from within the Government.

"It is assumed, of course, that any regulations or other
actions under the proposed Executive Order would be considered
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"in advance by the National Advisory Council on International

Monetary and Financial Problems to the extent that they might

have any significant effect on foreign financial, exchange or

monetary policies or operations of the United States.
"The Board of Governors has no suggestions to offer con-

cerning the proposed Executive Order."

Approved unanimously.

Letter to Mr. Don E. Warrick, Executive Manager, Indiana Bankers

Association, Union Title Building, Indianapolis, Indiana, reading as

follows:

"In response to your letter of July 31, 19531 we are

pleased to give you the following information with respect

to salaries of examiners and assistant examiners.
"The examinations of State member banks are conducted

by examiners employed at the various Federal Reserve Banks

whose appointments are approved by the Board of Governors

of the Federal Reserve System. The positions of the exami-

ners and assistants are classified into groups under a classi-

fication and salary administration plan in effect at the Re-

serve Banks and salary ranges are fixed for the classification

groups based upon community wage surveys. Consequently, some

Salary differentials exist due to geographical location, and

the salary ranges for the positions will vary from one dis-

trict to another. In most of the Reserve Banks, personnel

engaged in examination work, exclusive of trainees, are desig-

nated as Senior Examiners, Examiners, or Assistant Examiners
and there are set forth below the highest and loNest salary

ranges for these groups in effect at this time:
Senior Examiner Examiner  Assistant Examiner 

Minimum Maximum Minimum  Maximum Minimum Maximum 

Highest rani717750-$11,200 tb,300 - $81500 04,700 - $71700

Lowest range 51700- 7,500 5,081 - 6,851 3,480 - 6,400

"The members of the examination staff participate in the con-

tributory Retirement System of the Federal Reserve Banks which

Provides for retirement at age 65.

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



8/7/53

"It is assumed that the information is for your own

use or for the restricted use of the officers or a committee

of your association. We would not wish to have it made pub-

lic.
"I hope the foregoing will be of some help to you."

Approved unanimously.
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