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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Thursday, May 6, 1954. The Board met

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

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

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Thurston, Assistant to the Board

Mr. Riefler, Assistant to the Chairman

Mr. Thomas, Economic Adviser to the Board

Mr. Young, Director, Division of Research

and Statistics
Mr. Marget, Director, Division of Inter-

national Finance
Mr. Horbett, Assistant Director Division

of Bank Operations
Mr. Solomon, Assistant General Counsel

Mr. Dembitz, Assistant Director, Division

of International Finance

Mr. Tamagna, Chief, Financial Operations and

Policy Section, Division of International

Finance
Mr. Katz, Economist, Division of International

Finance

The following requests for authority for proposed travel on

official business of the Board were presented:

Kenneth A. Kenyon, Assistant Secretary, to go to New York

City for the purpose of attending sessions of the Fourth Meeting of

Technicians of Central Banks of the American Continent, May 9 - 12,
1954.

Lewis N. Dembitz, Assistant Director, Division of International

Finance, to go to view York City for the purpose of attending closing

sessions of the Fourth Meeting of Technicians of Central Banks of the

American Continent, May 13 - 14, 1954.

Approved unanimously.
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Inasmuch as the subject had been placed on the agenda of the

forthcoming meeting of the Federal Advisory Council, Mr. Marget made a

statement as to the current status of the suggestion made in the report

of the Commission on Foreign Economic Policy (Randall Commission) re-

garding the possible use of Federal Reserve funds in providing standby

credits as a means of assisting in strengthening foreign reserves and

providing foreign exchange support operations in the gradual attainment

of general convertibility.

Following Mr. Marget's statement there was a general discussion

of the subject, in the course of which Mr. Marget noted that the Board

had not received any specific proposal concerning the possibility of

establishing such credit arrangements and that there had been no occasion

for giving final consideration to what kind of credits might be desirable

or possible within the limits of the Federal Reserve Act.

During the discussion, Mr. Hackley, Assistant General Counsel,

entered the room and at the conclusion of the discussion Messrs. Riefler,

Thurston, Thomas, Young, Marget, Dembitz, Tamagna, and Katz withdrew from

the meeting.

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

Board a draft of telegram to Mr. Earhart, President, Federal Reserve Bank

of San Francisco, reading as follows:

Re your wire May 4 and O'Kane's wire May 3, 1954, regarding
collection of cash and noncash items on Anchorage, Alaska.

With respect to dealings with your member bank in Alaska,

it seems clear under law that checks and drafts drawn on such

bank may be collected by Federal Reserve Bank of San Francisco

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



718

5/6/54 -3 -

regardless of source from which received. Board construes
Regulation G as authorizing collection of noncash items
payable at or through such member bank from whatever Fed-
eral Reserve district such items may be received.

However, question whether your Bank may receive and
collect items drawn on nonmember banks in Alaska involves
considerations of policy as well as provisions of law and
regulation. Under present language of Regulation J, a
Federal Reserve Bank may collect cash items not drawn on
Its own member banks only if such items are payable in a
Federal Reserve district, regardless of the source from
which such items are received; and consequently cash items
drawn on nonmember banks in Alaska could not be collected
under present regulation. Question arises, therefore,
whether this regulatory restriction should be eliminated.
Questions may also arise with respect to collection of non-
cash items drawn on or payable at or through nonmember banks
under Regulation G where they are received fromcther Federal
Reserve districts. With respect to both cash and noncash
Items drawn upon nonmember banks in Alaska which are received
from other Federal Reserve Banks (or from member or nonmember
clearing banks where direct sending arrangements have been
made), consideration must be given to provisions of section
13 of Act which authorize a Federal Reserve Bank to collect
items received from other Federal Reserve districts where
payable within the district of collecting Reserve Bank.

It is noted that your suggestion relates only to checks
drawn on nonmember banks in Anchorage, but assume that any
change in regulation should necessarily apply to checks drawn
on any par remitting banks in Alaska and if such action were
taken it would suggest that like facilities be provided for
the collection of items drawn on nonmember banks in Hawaii,
Puerto Rico and insular possessions.

These various questions would seem to be of System in-
terest and the Board would wish to have the views of all the
Federal Reserve Banks before reaching any conclusion regarding
them. Possibly the matter would be one which the Conference
of Presidents would wish to consider upon basis of study by
Collection Committee. However, in order that the Board might
be in a position to inform the Reserve Banks as fully as
possible, it would be appreciated if you would advise as to
the circumstances giving rise to the proposal that the Federal
Reserve Bank should handle checks drawn on nonmember banks in
Anchorage, the existing practices in your district for the
collection of checks drawn on Alaskan banks, and any other facts
that might have a bearing upon this matter.
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Mr. Hackley commented on the draft and on the desire of the Fed-

eral Reserve Bank of San Francisco to receive an immediate response to

the questions that had been raised in telegrams sent from that Bank on

May 3 and 4, and particularly to its recommendation that the applicable

law and the Board's regulations be liberally construed. He also outlined

the reasons why it appeared to be desirable for the Board to respond in

the manner suggested in the draft of reply.

Mr. Horbett stated that he was inclined to favor the proposal

made by Mr. Earhart and he noted that some months ago informal dis-

cussions had been started by representatives of the Puerto Rican Govern-

ment designed to bring about par collection of all checks drawn on Puerto

Rican banks. While Mr. Horbett did not think there need be long delay

In reaching a decision on Mr. Earhart's recommendation, in view of the

consideration given to a similar question by the Presidents' Conference

Subcommittee on Collections in 1950, he did not disagree with the procedure

proposed in the draft of telegram quoted above.

Governor Mills stated that he favored the approach suggested by

the draft of telegram and that he did not feel there was any need for an

immediate decision regarding Mr. Earhart's recommendation inasmuch as banks

could continue to use the same procedure they have been using for many years

to collect items drawn on nonmember banks in Alaska.

Thereupon the draft of telegram
to Mr. Earhart was approved unanimously.

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

tional actions were taken by the Board with all of the members present:
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Minutes of actions taken by the Board of Governors of the Fed-

eral Reserve System on May 5, 1954, were approved unanimously.

Memorandum dated April 26, 1954, from Mr. Carpenter, Secretary of

the Board, recommending that the resignation of Gertrude N. Rath, File

Clerk in the Office of the Secretary, be accepted effective May 4, 1954.

Approved unanimously.

Letter to The National City Bank of New York, New York, New

York, reading as follows:

Reference is made to your application dated February 9,
1954, transmitted through the Federal Reserve Bank of New
York, for permission to establish a branch on the United
States Naval Reservation at Olongapo, Republic of the
Philippines.

Upon communicating with the Department of the Navy
regarding your application, Under Secretary of the Navy
Thomas S. Gates, Jr., has advised the Board, under date of
April 26, 1954, that a letter had been received by the
Treasury Department from your bank dated March 30, 1954,
and transmitted to the Department of the Navy, which stated
that the banking authorities of the Republic of the Philip-
pines had denied the application of your bank to open a
branch at Olongapo to conduct a general banking business.

In the light of this information and in view of the
practical difficulties presented with reference to the es-
tablishment of the proposed branch, the Board sees no reason
why further consideration should be given to your application.
Accordingly, the file on the subject is being closed.

Approved unanimously, for
transmittal through the Federal
Reserve Bank of New York.

Letter to the Bank of America National Trust and Savings As-

sociation, San Francisco, California, reading as follows:

Reference is made to your letter of January 13, 1954,
relative to the application of your bank, which was trans-
mitted through the Federal Reserve Bank of San Francisco,
for permission to establish a branch in the City of Olongapo,
Republic of the Philippines.
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Upon communicating with the Department of the Navy
regarding your application, Under Secretary of the Navy
Thomas S. Gates, Jr., has advised the Board, under date

of April 26, 1954, that your local vice president had
advised by telephone that the banking authorities of the

Republic of the Philippines had denied the application
of your bank for permission to open a branch at Olongapo
to conduct a general banking business.

In the light of this information and in view of the

practical difficulties presented with reference to the

establishment of the proposed branch, the Board sees no

reason why further consideration should be given to your

application. Accordingly, the file on the subject is

being closed.

Approved unanimously, for
transmittal through the Federal
Reserve Bank of San Francisco.

Letter to the Presidents of all Federal Reserve Banks reading

as follows:

Enclosed is a copy of a self-explanatory letter dated

April 27, 1954, addressed to the Chairman of the Board by

the Postmaster General, concerning canceled postage stamps

on mail matter addressed to the various Reserve Banks.

This letter, in effect, rescinds the Board's letter

of July 10, 1929, (FRTJS #3229), and the letter from the

Postmaster General, enclosed therewith. The Postmaster

General now requests that canceled stamps be made available

for legitimate philatelic purposes.

The Board would appreciate advice as to whatever

action your Bank may take with respect to this matter.

Approved unanimously.
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