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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Thursday, March 25, 1954.

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

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

The Board met

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

and Statistics
Mr. Marget, Director, Division of International

Finance
Mr. Youngdahl„ Assistant Director, Division of

Research and Statistics
Mr. Dembitz, Assistant Director, Division of

International Finance
Mr. Cherry, Legislative Counsel
Mr. Tamagnal Chief, Financial Operations and

Policy Section, Division of International

Finance

There was presented a request that Mr. Masters, Assistant Di-

rector, Division of Examinations, be authorized to travel to New York,

New York, during the period March 31-April 2, 1954, to attend the annual

meeting of the trust examiners of the Federal Reserve Bank of New York,

to be held on April 1 and 2, 1954.

Approved unanimously.
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Prior to this meeting there had been sent to the members of

the Board copies of a memorandum from Mr. Margot dated March 23, 1954,

submitting a draft of statement to be made by Chairman Martin at hear-

ings to be held beginning next week by a subcommittee of the Senate

Banking and Currency Committee on four bills relating to gold, includ-

ing Bill S. 2332, introduced by Senator Bridges of New Hampshire, which

would provide for redemption of currency in gold coin.

There was a general discussion

of the proposed legislation and the

members of the Board expressed agree-

ment with a statement along the lines

of the draft submitted by Mr. Marget.

Accordingly, the draft was referred

to Mr. Thurston for editorial revision

in the light of comments made at this

meeting, with the understanding that

Chairman Martin might make such addi-

tional changes as he deemed appropriate.

Governor Mills then withdrew from the meeting to keep another

appointment. Messrs. Thurston, Marget, Dembitz, and Tamagna also with-

drew at this point.

There was presented a draft of letter to the Honorable Edward H.

_Rees, Chairman of the Committee on Post Office and Civil Service, House

of Representatives, Washington, D. C., commenting, in response to a re-

quest by Representative Rees, on Bill H.R. 8487.

Following a discussion, unani-

mous approval was given to a letter

for the signature of the Chairman to
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Representative Rees reading as fol-

lows:

Thank you for your invitation of March 23 to comment on

H.R. 8487, a bill to provide for censuses of manufactures,

mineral industries, and other businesses, relating to the

year 1954.
Current census benchmarks are essential for maintaining

the accuracy of many economic series on which we must rely

in our analyses of current developments in connection with
monetary policy formation.

Many of these series are compiled by other government

agencies and business organizations. Others are compiled
here at the Board. We use information from the census or
manufactures and minerals directly in compiling the Board's
index of industrial production and depend on these census
data to maintain and improve the accuracy of that index.

Similarly, we use the census of distribution in compiling
the System's national, Federal Reserve District, and city

indexes of department store sales. In addition, we fre-

quently use the general body of information included in
these censuses in other ways to facilitate analysis of cur-
rent economic developments.

Since the last censuses of manufacturing, minerals, and

distribution were taken, important changes have occurred in

the economy. We strongly hope, therefore, that it will be

possible to provide for such censuses covering the year 1954.
I do not believe that I could add substantially to these

comments by appearing before your committee but We shall be

glad to furnish you any additional material that may be of

assistance in your deliberations.

Governor Evans referred to the discussion at the meeting yester-

day regarding the proposal of the Federal Reserve Bank of Dallas to pur-

chase at a price of $3001000 a piece of property, known as the "Nardis

Property", located in the block in which the Reserve Bank is situated.

He said that Mr. Parten, Chairman of the Dallas Bank, had discussed the

matter fully with him and with Mr. Leonard during Mr. Parten 'S visit to

the Board's offices yesterday, and that it was explained to Mr. Parten
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that the Board would like to have a record of the fact that the pur-

chase was unanimously recommended by the present board of directors of

the Dallas Bank, Governor Evans said that Chairman Parten then called

the Federal Reserve Bank of Dallas on the telephone and asked that a

telegram to that effect be sent to the Board. He went on to say that

this morning a telegram was received from President Irons stating that

the directors of the Bank approved unanimously the purchase of the property

for $3000000 cash, as recommended by the Bank's building committee.

Thereupon, unanimous ap-
proval was given to a telegram
to President Irons reading as
follows:

Reurtel March 24 advising that Directors of your Bank
approve unanimously purchase of Nardis property for $300,000
as recommended by Blinding Committee.

Board interposes no objection to such purchase.

Mr. Cherry reported that yesterday afternoon he received a tele-

Phone call from Mr. Hallahan, Clerk of the House Committee on Banking and

Currency, who said that the Committee had been meeting in executive session

this meek to consider the housing bill and that it was going to take up

this morning a proposal made by Mr. Carrel Shanks, President of the Pruden-

tial Insurance Company of America, when Mr. Shanks appeared before the

Committee recently, that a National Voluntary Mortgage Credit Extension

Committee be established, composed of the Housing and Home Finance Ad-

Ministrator, who would act as Chairman, the Chairman of the Board of
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and 14 other persons appointed by the Housing and Home

Finance Administrator. (This proposal had been introduced by Rep—

resentative Widnall of New Jersey as Bill H.R. 8840.) The purpose

of this committee, and of regional committees which also mould be

established pursuant to the program, would be to facilitate the flow

Of funds for residential mortgage loans into areas or communities

where there might be a shortage of local capital for, or inadequate

facilities for access to, such loans, and to achieve the maximum

Utilization of facilities of private financing institutions for this

Purpose.

Mr. Cherry said that, according to Mr. Hallahan, it appeared

that the Banking and Currency Committee might adopt this proposal as

an addition to the proposals in the housing bill relating to a secondary

mortgage market, and that Mr. Hallahan requested informal suggestions.

Mro Cherry said that after discussion with appropriate members of the

Board Is staff and with the Chairman, he told Mr. Hallahan this morning

that, while the Board had not considered this matter, it was the informal

view that it would be preferable not to include the Chairman of the

Board of Governors as a member of the national committee.

Mr. Cherry also stated that there was a provision in the bill

Which would authorize and direct each Federal Reserve Bank, upon re—

quest of a regional committee, to permit such committee to meet from
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time to time at the Reserve Bank and to furnish staff assistance

to keep minutes of the meetings and otherwise assist the re
gional

committee in the performance of its functions. He said that at the

Chairmants suggestion, he suggested to Mr. Hallahan that 
these pro-

visions be deleted, but if there was some insistence that 
the Federal

Reserve Banks be brought into the picture, that the languag
e be modi-

fied so that each Reserve Bank would merely be authorized, upon
 request,

to permit a regional committee to meet at the Reserve Bank
 from time

to time. He also said it was suggested that provision be made for ap
-

propriations to take care of the expenses of the regional 
committees

so as to make it clear that the Federal Reserve Banks wou
ld not bear

these administrative costs.

There was a general discussion during which varying 
opinions

were expressed by the members of the Board regarding the 
advisability

of establishing the voluntary organization. Mr. Cherry indicated

that if the proposal reached the floor of the House or the 
Senate

Committee on Banking and Currency, the Board would no d
oubt have an

Opportunity to express such views as it might desire.

Governor Robertson referred to the discussion at th
e meeting

Yesterday regarding the procedure to be followed in c
onnection with

the handling of annual leave standing to the credit of 
Mr. J. Frank

Holahan, at present an employee of the Office of th
e Comptroller of
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the Currency, whose employment as a Review Examiner in the Division

Of Examinations was recently approved by the Board. He said the Comp-

troller's Office had now advised that it had taken the matter up with

the Civil Service Commission and the General Accounting Office, and

that it appeared there MB no course open except to transfer to the

Board the leave standing to Mr. Holahan's credit upon his leaving the

Comptroller's Office.

It was agreed unanimously
that the matter should be handled

in this may.

Governor Robertson reported that the current session of the

School for Examiners of the Inter-Agency Bank Examination School mould

conclude at the end of next meek, and stated that in the absence of

objection, it was planned, in accordance with the customary practice,

to hold a reception and luncheon for the students in the staff dining

room on Thursday, April 1, and Friday, April 2, respectively.

Approved unanimously, with

the understanding that the expenses

involved had been provided for in
the 1954 budget of the Division
of Examinations.

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

tional actions were taken with all of the members present:

Minutes of actions taken by the Board of Governors of the Fed-

eral Reserve System on March 24, 1954, mere approved unanimously.
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Letter to Mr. Wiltse, Vice President, Federal Reserve Bank of

New York, reading as follows:

Reference is made to your letter of March 17, 1954,

transmitting the request of The Bank of New York, New

York, New York, for approval of an increase in its in-

vestment in bank premises to an amount exceeding its

common capital stock.
After careful consideration of this request, the

Board of Governors concurs in your recommendation and

approves an increase in the investment in bank premises

by The Bank of New York to an aggregate amount not to

exceed $8,500,0000

Approved unanimously.

Letter to Mr. Millard, Vice President, Federal Reserve Ba
nk of

San Francisco, reading as follows:

Reference is made to your letter of March 16, 1954,

regarding the request of the Portland Trust Bank, Port-

land, Oregon, for an extension of time in which to es-

tablish a branch in the vicinity of Southeast Stark Str
eet

and 122nd Avenue, Multnomah County, Oregon.

After careful consideration of the circumstances de-

laying the opening of this branch, the Board of Governors

concurs in your recommendation and approves an extension

of time to October 12, 1954, within which the Portlan
d

Trust Bank may establish the branch, as originally ap-

proved in a letter dated October 12, 1953. It is sug-

gested, however, that you inform the bank that the Board

would not look with favor upon additional extensions of

time in which to open this branch. It is felt that the

necessary banking facilities for the area should be pro-

vided by this bank promptly or some other bank given a

chance to provide the services.

Approved unanimously.

Letter to Mr. Royal L. Coburn, General Counsel, Feder
al Deposit

Insurance Gorporation, Washington, D. C., reading a
s follows:

Reference is made to your letter of January 29, 1954,

regarding the operations by the branch of the National Ci
ty

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



473

3/25/54 -9-

Bank of New York in San Juan, Puerto Rico, of an armored

truck for the purpose of delivering payrolls and picking

up deposits for delivery to the bank, a practice which

the Board of Governors on April l5, 1_90, held not to

constitute the operation of a branch.

It is understood that the operation of the armored

truck is substantially as follows: In each instance

there is a contract with the bank's customer under which

each deposit is in a separate locked bag, the bag is

placed in a sealed compartment of the truck to which

the operators of the truck have no access, and the

placing of a bag in the compartment is stated to con,

stitute a bailment of a locked article but not a de-

posit to the account. Under one arrangement the de-

pository bag is held unopened under bank custody until

claimed by an accredited representative of the depositor.

Under another arrangement the depository bag is opened

by the bank, i.e., by the head teller in the presence

of another witnessing teller, and the contents verified

and credited to the depositors' accounts. The armored

truck does not serve any customers outside the city of

San Juan.
The Board has taken the position that somewhat simi-

lar, though not identical, operations by a State member

bank in the United States would constitute the operation

of a branch. There appears to be a difference in the

legal situation, and possibly in policy considerations

as well, governing branches of national banks in Puerto

Rico and branches of State member banks and national

banks in this country.
In the circumstances, it would seem desirable that

the staffs of the Board and the Federal Deposit Insurance

Corporation, and also of the Comptroller of the Currency

if that agency wishes, discuss this matter with a view

to ascertaining the most appropriate supervisory policy

with respect to this matter. Accordingly, the Board would

be glad to arrange for members of its staff to particip
ate

in such discussions at whatever times would be mutually

convenient.

Approved unanimously.
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