
Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Monday, March 29, 1954. The Board met

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

tr ve I

PRESENT: Mr. Martin, Chairman
Mr. Szymczak
Mr. Evans
Mr. Vardaman
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. Allen, Director, Division of Personnel

Administration
Mr. Sloan, Director, Division of Examinations

There was presented a request from Mr. Thomas for authority to

to Chicago, Illinois, and Minneapolis, Minnesota, during the
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Period April 29-May 2, 1954, to visit the Federal Reserve Bank of Chicago

and to conduct, on May 1, a discussion of monetary policies as part of

the program of the Money and Banking Workshop being arranged by the Fed-

eral Reserve Bank of Minneapolis. The Workshop was to be attended by

about ninety instructors of financial subjects, mostly from small colleges

in the Ninth Federal Reserve District.

Approved unanimously..

Pursuant to the understanding at the meeting on March 26, 1954,

tUrther consideration was given at this meeting to a draft of reply to
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Mr. Sproul, President of the Federal Reserve Bank of New York, who

had requested comments on questions that would be before the Advisory

Committee to the Task Force on Government Lending Agencies of the Com-

mission on Organization of the Executive Branch of the Government.

Following a discussion, unani-

mous approval was given to a letter

for the signature of Chairman Martin

to Mr. Sproul in the following form:

This letter is in response to yours of March 22 ask-

ing for any comments that the Board and staff might have

on the list of questions which will be before your Ad-

visory Committee to the Task Force on Government Lending

Agencies of the Hoover Commission. Since your service on

the Advisory Committee is in your individual capacity

rather than as President of the Federal Reserve Bank, we

would want it to be entirely clear that the views set

forth below are for whatever help they might be to you

in your consideration of the various problems. You are,

of course, under no obligation whatever to support these

views. As you will realize, the Board has not had an op-

portunity to give these matters exhaustive consideration:

1. It would not seem to be desirable to create an ad-

ditional body having responsibility with respect to monetary

policy. Even if the body had only advisory duties, its mere

existence might create difficulties for the Federal Reserve

in carrying out its responsibilities. With respect to a

council dealing with lending activities of the Government,

we doubt whether any additional formal body is needed.

2. In view of recent actions taken by the Congress

with respect to lending to private business enterprises,

it would appear inadvisable to reopen consideration of

this topic at this time. The Board would not favor any ex-

pansion of the existing authority of the Federal Reserve

Banks to make loans to business.

3. The Board has taken no position as to how the ad-

ministrative responsibility of the Federal agencies having
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to do with housing should be organized. However, it is

believed to be desirable to separate the functions of

lending from activities having to do with the promotion

of programs.
I. The Board sees no reason to object to a recom-

mendation with respect to a secondary mortgage market

along the lines recently proposed by the President's

Housing Commission. The bill now pending before the

Congress did not follow that recommendation but contem-

plated a Governmentally financed institution to perform

that function. We believe that the better course would

be through a privately financed agency. We are concerned

with what a Federally financed organization might be de-

veloped into and feel that the offer of the life insurance

industry (to set up a voluntary program to see that GI and

FHA mortgages on minority group housing and mortgages on

housing in remote areas are placed) merits consideration.

5. We would not want to take a position at this time
with respect to placing the FDIC under the supervision of

the Board.
6. The need for a program for lending Federal funds

to municipalities and other Governmental subdivisions to

finance public works would develop, if at all, in times

of business depression, and it is believed that a more

effective program could be formulated if it were under-

taken in the light of specific circumstances then existing.

The idea is now current that the Federal Government might

set up a continuing system of insurance for loans to muni-

cipalities and other Governmental subdivisions. If the

need is so great in a depression as to require assistance

of this kind, we believe it would be better to lend di-

rectly to the various Governmental subdivisions rather

than to adopt a continuing system of loan insurance. We

feel that Federal guarantee of tax exempt securities should

be avoided. There are also serious political complications

in the Federal Government undertaking to insure obligations

of municipalities and other Government subdivisions.

7. The intent of this question regarding lending by

Federal agencies which do not exist primarily for the pur-

pose of making loans is not entirely clear. It may be

proper for the Federal Government to provide assistance in

some circumstances in the form of loans, such as is done
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in the Department of Agriculture seed loan program and

in the case of authority for disaster loans. However,

for reasons which have been discussed frequently, an

agency primarily concerned with sound credit extension,

such as the Farm Credit Administration, should not be

under the jurisdiction of an agency whose primary re-

sponsibility is promotional or provision of relief.

8. We believe the answer to this question can best

be determined by the Congress on the basis of the needs

and functions in each individual case.

9. Some of the considerations as to how far the

lending activities of the Government should go are set

forth in the 1948 statement of the Task Force on this

subject. You may wish to have in mind that similar

questions are being raised in connection with other

matters such as the proposed housing legislation.

(Sections 220 and 221 of the Housing Bill now before

Congress, when coupled with other provisions for pur-

chase of such mortgages by FNMA.)

Mr. Leonard then withdrew from the meeting.

Mr. Carpenter reported that in accordance with the unde
rstanding

at the meeting on March 262 1954, he had called Mr. Irons, Pre
sident of

the Federal Reserve Bank of Dallas, on the telephone and advi
sed him of

the Board's decision not to act on salaries which had been 
proposed for

certain officers of the Dallas Bank, effective April 1, 1954,
 until after

Governor Robertson's forthcoming visit to Dallas in April.

The Chairman then read a letter which President Irons 
had sent

to him on March 26, after talking with Mr. Carpenter, in 
which Mr. Irons

stated that he would be glad to come to Washington any 
day this week2ex-

cept March 312 for a discussion of the matter with the Board.

Following a discussion, Mr.

Carpenter was requested to advise
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President Irons by telephone that

the Board would be glad to have

him come to Washington to meet with
the Board on the matter on Thursday

morning, April 1.

Chairman Martin reported that in accordance with the under-

standing resulting from informal discussions last year with Mr. Parten,

Chairman of the Federal Reserve Bank of Dallas, Mr. Parten had written

under date of March 24, 1954, submitting his resignation as Chairman,

Federal Reserve Agent, and Class C director at the Federal Reserve Bank

Of Dallas, effective as of the close of business on April 302 1954.

In response to an inquiry, Chairman Martin said he had discussed the

matter with Mr. Parten and that he would be willing to continue to

serve until a successor as Chairman and Federal Reserve Agent had been

appointed.

It was agreed that Governor
Robertson should check, during his
forthcoming visit to Dallas, on
persons who might be considered
for appointment to succeed Chair-
man Parten.

There had been circulated to the members of the Board prior to

this meeting a draft of letter to Mr. Diercks, Vice President of the

Federal Reserve Bank of Chicago, reading as follogs:

Reference is made to your letter of March 2, 1954,

submitting the application of the State Savings Bank of

Ann Arbor, Ann Arbor, Michigan, for permission to es-

tablish a branch at 1501 East Stadium Boulevard and the
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application of the Ann Arbor Bank, Ann Arbor, Michigan,

for permission to establish a branch at the northeast

corner of Packard Street and Brockman Boulevard. These

two branches mould be located within three blocks of

one another and mould serve the same area. It is noted

that both branches have been approved by the State bank-

ing authorities and that you recommend favorable action

by the Board of Governors.
From the information submitted, it seems apparent

that one branch would serve adequately the needs of the

area at this time, and the Board is reluctant to approve

the establishment of two branches. It is suggested,

therefore, that you inform the State Banking Department

that the Board is prepared to approve the establishment

of one of the branches in the area and ascertain from

that Department its views as to which of the two ap-

plications should be given preference on the basis of

all the factors usually considered in connection with

such matters.

In commenting on the matter, Governor Robertson expressed t
he

view that on the basis of available information, the establishme
nt of

branches in the same area by the two banks concerned might 
tend to

create an overbanked situation, which made it doubtful whet
her the two

branches could operate profitably. As to which of the two applications

Should be approved, he pointed out that the Ann Arbor Bank 
originally

filed an application in February 1952 for a branch to be located 
approxi-

Mately three blocks from the currently proposed site, but tha
t the bank

did not proceed with the establishment of the branch because negotiation
s

for the property were unsuccessful. The Ann Arbor Bank subsequently re-

newed its application in January 1954 but in the meantime the State

Savings Bank of Ann Arbor had filed an application in December 1953.
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Both applications were approved by the State banking authorities. In

the circumstances, Governor Robertson felt that the question of whic
h

application should take precedence was primarily a matter for 
decision

by the State authorities, and he recommended, therefore, that the ma
tter

be handled as proposed in the draft of letter to Vice President 
Diercks.

Governor Vardaman stated that, while he would not object to 
the

letter if the other members of the Board favored the procedure o
utlined

in it, his personal preference would be to approve both applications 
on

the grounds that the State banking authorities had approved them, th
at

the tendency should be in the direction of providing fully adequate

banking facilities through the establishment of new banks or bra
nches,

and that it was difficult for the Board to determine the merits
 of par-

ticular applications to establish banking facilities without 
first-hand

knowledge of the situation.

At the conclusion of a dis-

cussion, during which it was brought

out that if the Michigan State bank-

ing authorities were unwilling to

make a decision between the two ap-

plications, the Board presumably

would have to consider the matter

again, the letter to Vice President

Diercks was approved unanimously in

the form set forth above.

At this point Messrs. Hexter and Chase, Assistant Genera
l Counsel,

entered the room.
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Consideration was given to the following draft of letter to

Mr. Millard, Vice President of the Federal Reserve Bank of San Fr
an-

cisco, which had been circulated to the members of the Board bef
ore

this meeting:

Under Condition of Membership numbered 3 of The

Continental Bank and Trust Company, Salt Lake City,

the bank was to require the indebtedness of Walter E.

Cosgriff, Enid B. Cosgriff, Mildred D. Cosgriff and

Marian C. Sturdevant to the bank to be "fully paid

within two years after date of admission to member-

ship", which date was February 1, 1952. This con-

dition of membership was not complied with by Febru-

ary 1, 1954, and thereafter Mr. Walter E. Cosgriff„

the president of the bank, applied for "an extension

for a period of not to exceed ninety days" to carry

out its requirements.
In the opinion of the Board, the two-year period

originally provided for carrying out the bank's Con-

dition of Membership numbered 3 was more than adequate,

and there is no valid excuse for the bank's failure to

comply within that time. Nevertheless, the Board wishes

to cooperate with every member bank to the extent that

is reasonably possible and consistent with its super-

visory duties, and accordingly you are requested to in-

form the bank that the period for compliance with Con-

dition of Membership numbered 3 is extended to May 1,

1954.
It should be made entirely clear to the bank (1)

that, in view of all the circumstances, the Board ex-

pects the bank to comply fully with the condition of

membership by that date and no further extension will

be granted, and (2) that failure by the bank to correct

its delinquency by May 1, 1954, will constitute groun
ds

for a proceeding under the provisions of section 9 of

the Federal Reserve Act relating to the forfeiture by a

member bank of "all rights and privileges of membership
"

in the Federal Reserve System.
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In addition to being advised of the contents of

this letter, the bank should be requested to inform

the Federal Reserve Bank of San Francisco as soon as

the condition of membership has been complied with.

In the event the Federal Reserve Bank does not receive

such information by May 3, 1954, you are requested to
take appropriate action to ascertain immediately the

status of the matter.

Following a discassion,
the letter was approved unani-
mously in the form set forth
above.

Messrs. Vest, Sloan, Hexter, and Chase then withdrew from

the meeting.

Reference was made to a memorandum dated March 26, 1954, from

Ur. Young, Director, Division of Research and Statistics, advising that

*. Irving Schweiger, Economist in that Division, had been offered an

award for post-doctoral study in statistics by the University of Chicago

Under a grant from the Rockefeller Foundation. This award would entail

eleven months' study in statistics at the University, beginning October 1,

1954, and a stipend of C4,000 would be provided, along with $600 to $1,000

for clerical, computational, and research assistance. The memorandum

stated reasons why Mr. Schweiger's study should enable him to make a

greater contribution to the Board's work in the field of consumer finances,

and it was recommended that he be authorized to accept the award and to

undertake a period of study at the University of Chicago from October 1,

1954, to September 12 1955, without any break in his service at the Board.

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



4 90

3/29/54 -10-

After discussing the nature of the proposed award, Governor

Mills said that he concurred in Mr. Young's recommendation. He added

that, although the absence of Mr. Schweiger would represent somewhat

of a handicap to the Division of Research and Statistics in carrying

on its work, the Division was agreeable to making the necessary adjust-

ments in order that Mr. Schweiger might accept the award.

Governor Mills then referred to comments in Mr. Youngts memo-

regarding a possible arrangement under which Mr. Schweiger would

be continued in pay status while working at the University of Chicago,

Ivith the understanding that he would reimburse the Board in the amount

of the $4,000 stipend received from the Rockefeller Foundation. He

Pointed out that if Mr. Schweiger were required to use all of his an-

tlual leave and take leave without pay for the remainder of the eleven-

month period, he would lose not only the difference between his salary

and the $4,000 stipend but also service credit under the Civil Service

Retirement System. Governor Wills further stated that Mr. Schweiger

had made no request for special financial arrangements and that there

had been no discussion of them by Board representatives with the Uni-

l'ersity of Chicago or the Rockefeller Foundation.

There was a discussion of the
matter and the members of the Board

indicated that they would have no ob-

jection to Mr. Schweigerts accepting

the award. No conclusions were
reached, however, with regard to the

detailed arrangements, including the

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



3/29/54 -11-

financial arrangements, and it
was understood that these aspects

of the matter would be considered

further by the Board after informa-

tion had been obtained concerning

the practices of other Government

agencies in similar cases.

491

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

ditional actions were taken by the Board with all of the members present:

Minutes of actions taken by the Board of Governors of the Federal

Reserve System on March 26, 1954, were approved unanimously.

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

of Atlanta, reading as follows:

Reference is made to your letter of March 19, 19542
enclosing an excerpt from the minutes of the meeting of

the Executive Committee held on March 18, authorizing

a change in the title of the Assistant Manager at each

of the Branches to Assistant Vice President, effective

April 1, 1954.
It is noted that this action authorizes merely the

changing of title and that no changes are being made

in the officers' positions, duties prescribed, group

classifications, or authorized salaries. However, as

indicated in the Board's letter of August 3, 1948, 5-10301
OF.R.L.S. #9090.1), the salaries involved in the changes
of titles are subject to the approval of the Board of

Governors. In this connection, the Board of Governors

approves the payment of salaries to the officers of the

Federal Reserve Bank of Atlanta affected, for the period

April 1, 1954, through December 312 1954, at their present
rates as follows:

Name Title

Birmingham Branch
E. C. Rainey Assistant Vice President

Jacksonville Branch 
T. C. Clark Assistant Vice President

Annual Salary

$10,500

10,500
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Name Title Annual Salary 

Nashville Branch 
E. R. Harrison Assistant Vice President $111500

New Orleans Branch
W. H. Sewell Assistant Vice President 10,000

Approved unanimously.

Letter to Mr. Willis, Secretary, Federal Reserve Bank of New

York, reading as follows:

This is to acknowledge receipt of your letter of

March 161 1954, with its enclosures, regarding the open-

ing of a securities custody account by your Bank as fis-

cal agent of the United States for the Governor of the

Virgin Islands. It is understood that, pursuant to the

request of the Secretary of the Treasury, your Bank will

receive and hold in custody, subject to the order of the

Governor of the Virgin Islands or such other persons as

he may designate, securities given to secure deposits in

certain banks of public funds of the Government of the

Virgin Islands and of certain municipalities and agencies

and instrumentalities of that Government.

Approved unanimously.

Letter to Mr. Millard, Vice President, Federal Reserve Bank of

San Francisco, reading as follows:

Reference is made to your letter of March 122 1954,

submitting a request of Farmers' and Merchants' Bank,

Provo, Utah, for the Board's approval of an investment

in bank premises, such investment to be made by the bank's

wholly owned subsidiary, the Taylor Investment Company.

After considering all the information available, the

Board of Governors concurs in your recommendation and

hereby approves the investment, not to exceed $175,000,

with the understanding such investment will be financed

by a loan from outside sources, and that the bank will

not be directly liable for such loan.

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

as follows:

At its meeting on March 1-2, 1954, the Conference

of Presidents approved generally a proposed extension

of the present arrangement for the handling of postal

money orders by the Federal Reserve Banks to include

international postal money orders and domestic-inter-

national postal money orders.
In order to give effect to the new arrangement,

the Chairmen of the Subcommittee on Collections and the

Subcommittee of Counsel on Collections, in a letter to
Mr. Erickson, Chairman of the Committee on Collections

and Accounting, dated March 18, 1954, recommended an

amendment to the agreement for the handling of postal

money orders -which was entered into between the United

States and the twelve Federal Reserve Banks effective

July 1, 1951, such amendment to be in the form of a

letter from the Post Office Department to the twelve

Federal Reserve Banks, and also recommended certain

changes in the cash collection circulars and time

schedules of the Federal Reserve Banks in order to

bring them into conformity with the proposed amend-

ment to the agreement. These recommendations, accord-

ing to advice received by the Board from Mr. Erickson,

have been approved by the Presidents of all Federal Re-

serve Banks.
As you were advised by wire today, the Post Office

Department under date of March 26 sent to each Federal

Reserve Bank for acceptance two copies of a letter setting

forth the amendment to the agreement to become effective

April 1, 1954. It will be appreciated if you will have

one accepted copy returned to the Board as promptly as

possible for delivery to the Post Office Department. In

order to expedite consummation of the arrangement, please

advise the Board by wire when the letter amendment has

been accepted by your Bank.
The Board concurs in the action taken by the Con-

ference of Presidents with respect to this matter and
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in the amendments to the uniform provisions of the
cash collection circulars and to the time schedules
of the Federal Reserve Banks, as recommended in the
above-centioned letter of March 18, 1954, from the
Chairmen of the Subcommittee on Collections and the
Subcommittee of Counsel on Collections. It is under-
stood that these amendments are as follows:

"1. In the uniform paragraph of the circu-
lars entitled 'Items which will be accepted as
cash items' change subdivision (3) to read as
follows:

111(3) Postal money orders (United States
postal money orders; United States inter-
national postal money orders; and domestic-
international postal money orders)'.
"2. Change the heading of the uniform para-

graph entitled 'United States postal money orders'
to read 'Postal money orders'; and eliminate the
words 'United States' at the beginning of the
first sentence of such paragraph.

113. In the time schedules, change the references
to 'United States postal money orders', 'United
States postal money orders in punch card form', or
similar references so that they will read 'postal
money orders'."

The Board will advise you as soon as the letter amend-
ment to the agreement has been accepted by a]l Federal Re-
serve Banks in order that your Bank will be in a position
to advise all member banks in your District as promptly as
possible of the amendments to the cash collection circulars
and the time schedules.

Approved unanimously.

Letter to Mr. John B. Hollister, Executive Director, Commission

cn Organization of the Executive Branch of the Government, General Ac-

counting Office Building, Washington, D. C., reading as follows:

This is in response to your memorandum of March 22,
1954, relating to the study which the Task Force on Legal
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Services and Procedure is now making of legal services

within the Executive Branch of the Government, adminis-

trative procedure, and practice before all departments

and independent establishments.
The proceedings of the Board of Governors are largely

conducted on an informal basis and, consequently, the

Board has not found it necessary or desirable to prescribe

formal requirements as to the representation of persons

having business with the Board. In this connection, the

Board's Rules of Procedure, four copies of which are en-

closed, provide as follows in Rule I(a) of Appendix A:

"No register of attorneys or agents who may

practice before the Board is maintained. No ap-

plication for admission to practice is required.

Any person desiring to appear before or transact

business with the Board in a representative ca-

pacity may be required to file a power of attorney

with the Board showing his authority to act in

such capacity, and he may be required to show to

the satisfaction of the Board that he is properly

qualified."
For your information, no person has ever been disquali-

fied from appearing before the Board or disbarred or suspended

during the course of any hearing before the Board.

If your Task Force on Legal Services and Procedures should

have any further questions regarding this matter it is suggested

that it get in touch with Mr. G. Howland Chase, Assistant Gen-

eral Counsel, Code 132, Extension 274.

Approved unanimously.
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