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

eral Reserve System on Monday, November 15, 1954. The Board met in the

Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Szymczak
Mr. Mills
Mr. Robertson
Mr. Balderston

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Kenyon, Assistant Secretary
Mr. Sprecher, Assistant Director, Division

of Personnel Administration

The following matters, which had been circulated among the mem—

bers of the Board, were presented for consideration and action taken as

indicated:

Memoranda from appropriate individuals concerned recommending
personnel actions with respect to the Board's staff as follows:

Appointments, effective upon the
date of assuming duties

Name and title Division Basic annual salary

Edward A. Manookian, Research and Statistics $4,580
Economist

Louise Root, Research and Statistics 3,110
Clerk

Salary increases effective November 214._1954 

Name and title Division

Office of the Secretary-

Alberta L. Thorley,
File Clerk

Basic annual salary
From To

$3,190 $3,270
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Salary increases increases effective November 21 19 I. (continued)

Basic annual salary
Name and title Division From To

Research and Statistics 

Stephen P. Taylor, $5,940 $6,140
Economist

Murray S. Wernick, 9,600 9,800
Economist

International Finance 

Frederick R. Dahl, 5,060 5,185
Economist

Thelma W. Houck, 4,42o 4,545
Assistant Supervisor,
Information Center

Examinations 

Clinton R. DOW, 3,795 3,920
Assistant Federal
Reserve Examiner

Administrative Services 

Thomas G. Cook, 3,310 3,390
Guard

Jean Mill, 2,950 3,030
Clerk

Aaron Dortch, 2,632 2,712
Cafeteria Laborer

Lela M. Wilson, 2,770 2,840
Cafeteria Helper

W. Walls Thalley, 2,952 3,032
Messenger

Transfer and sa1ar7 increase effective November 21, 1954 

Virginia J. Ogilvie, from Stenographer in Governor Szymczakte office
to Secretary to Governor Szymczak, with an increase in basic annual salary
from $3,910 to $4,330.

Approved unanimously.
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Memorandum dated November 8, 1954, from Mr. Sloan, Director,
Division of Examinations, recommending that Elizabeth A. Kropog,
Secretary in that Division, be granted permission to accept part-time
employment at a local department store during the pre-Christmas season.

Approved unanimously.

Telegram to Mr. Latham, Vice President, Federal Reserve Bank of
Boston, reading as follows:

Reurtel November 9, the Board approves the designation
of Paul E. McNulty, Russell V. Chisholm, Wilson S. Snow,
Richard A. Walker as special assistant examiners for the Fed-
eral Reserve Bank of Boston for the specific purpose of ren-
dering assistance in the examinations of Depositors Trust
Company, Augusta, Maine; The Merrill Trust Company, Bangor,
Maine; Connecticut Bank and Trust Company, Hartford, Connect-
icut; Rhode Island Hospital Trust Company, Providence, Rhode
Island.

Approved unanimously.

Letter to Mr. Clark, First Vice President, Federal Reserve Bank
of Atlanta, reading as follows:

The Board will interpose no objection to your Bank's
calling for bids for the construction of the parking garage
on the lot between the main building and the annex at your
Head Office, on the basis of the detailed plans and speci-
fications referred to in your letters of September 28 and
October 4, 1954.

In accordance with the customary procedure, a summary
report of the bids should be forwarded to the Board together
with the Bank's recommendation as to acceptance.

Approved unanimously.

Letter to Mr. Diercks, Vice President, Federal Reserve Bank of
Chicago, reading as follows:

Reference is made to Mr. Van Zantefs letter of November
4, 1954, advising of the proposal of the City Bank, Detroit,
Michigan, to move its in-town branch office now located at
24865 Grand River Avenue to 24363 Grand River Avenue, which is
three blocks east of the present location.

We concur in your view that this proposal constitutes a
mere relocation of an existing branch in the immediate
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neighborhood without affecting the nature of its business

or customers served, and, therefore, the approval of the

Board of Governors is not necessary.

Approved unanimously.

Mr. Sprecher then withdrew from the meeting.

There was presented a memorandum dated November 8, 1954, from

Mr. Young, Director, Division of Research and Statistics, recommending

that the resignation of Ruby S. Andrews, Editorial Clerk in that Division,

be accepted effective November 19, 1954.

Approved unanimously.

The following requests for travel authorization were presented:

Mr. Thomas, Economic Adviser to the Board. To travel to Durham,

North Carolina, December 13-14, 1954, to participate in a discussion of

monetary policy at a departmental seminar at Duke University.

Mr. Young, Director, Division of Research and Statistics. To

travel to New York, New York, on November 18, 1954, to attend a meeting

of the Trustees of the Committee for Economic Development.

Approved unanimously.

There were presented telegrams to the Federal Reserve Banks of

Boston, New York, Cleveland, Richmond, Atlanta, St. Louis, Minneapolis,

Dallas, and San Francisco approving the establishment without change by

the Federal Reserve Banks of Boston and St. Louis on November 8, by the

Federal Reserve Banks of New York, Cleveland, Richmond, and San Francisco

on November 102 by the Federal Reserve Banks of Atlanta and Minneapolis

on November 112 and by the Federal Reserve Bank of Dallas on November 12,

1954, of the rates of discount and purchase in their existing schedules.

Approved unanimously.
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There was presented a draft of letter to Mr. Jack E. Holmes,

Director of the New Mexico Legislative Council, Santa Fe, New Mexico,

reading as follows:

This is in reply to your letter of October 15, 1954,
addressed to Mr. Young requesting our opin4.on concerning the
economic effects on the New Mexico credit structure if a
substantial proportion of the State's current and revolving
funds were shifted from demand to time deposits, and also

requesting information on the manner in which other States
are holding and depositing current and semi—current funds
and on the rate of earnings on such funds.

While we would not want to attempt to forecast the

probable effects of such a transaction, we can, perhaps,

point out some of the factors which you may want to consider

in making your decision. Member banks of the Federal Reserve

System are not permitted to accept deposits of State and

local Governments as "savings" deposits. This is in accord—

ance with Regulation Q of the Board of Governors of the Fed—

eral Reserve System which is issued under authority of the

Federal Reserve Act and the Banking Acts of 1933 and 1935.
Such regulation limits savings depositors to individuals or

corporations, associations or other organizations operated

primarily for religious, philanthropic, educational, fraternal,

or other similar purposes and not for profit. This has been
interpreted by the Board of Governors as not inclusive of
State and local governments.

Regulation Q does, however, permit member banks to pay
interest on time deposits which may be evidenced by "time
certificates of deposit" or held as "time deposits, open ac—
count." Time deposits are deposits which have a specified
maturity not less than 30 days after the date of deposit or
which are subject to withdrawal only after written notice
of not less than 30 days; and the maximum rate of interest
permissible depends upon the length of maturity or the period
of required notice of withdrawal. Time deposits may be evi—
denced either by a time certificate of deposit or, in the case
of time deposits, open account, by a written contract between
the depositor and the bank. It is optional with each bank
whether or not it will accept time deposits, and any arrange—
ment to that effect is therefore subject for negotiation be—
tween the prospective depositor and the bank.

The Board of Governors is authorized by lam to establish
the maximum rates of interest which member banks may pay on
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time and savings deposits and at present these maximum rates,

established under the provisions of Regulation Q, are as fol—

lows: savings deposits, 2-1/2 per cent; postal savings de—

posits, 2-1/2 per cent; other deposits payable in six months

or more, 2-1/2 per cent; in 90 days to 6 months, 2 per cent;
in less than 90 days, 1 per cent. Under this Regulation the

rate payable by a member bank may not in apy event exceed the

maximum rate payable by State banks or trust companies on

like deposits under the lams of the State in which the member

bank is located. Maximum rates that may be paid by insured

nonmember banks, as established by the Federal Deposit Insurance

Corporation, are the same as those in effect for member banks.

One of the initial factors you may wish to consider is

whether the requirements concerning your public funds would

make them eligible to be set up as time deposits. If your

funds satisfy the requirements for eligibility the option of

deciding whether or not to accept them and under what con—

ditions rests with the banks in your State.
While your letter did not indicate the amount or the type

of security required as collateral against State funds in New

Mexico, the fact that banks in New Mexico are presently able

to secure the State's demand deposits suggests that there would

be no problem in their securing such deposits as should be

shifted from a demand to a time basis.
The best information of which we have knowledge concerning

the manner in which the liquid funds of the various States are

held is a publication of the U. S. Department of Commerce,

Bureau of the Census, entitled Compendium of State Government 

Finances in 1953, which can be obtained from the U. S. Govern—

ment Printing Office in Washington, D. C., at a price of forty

cents. You may already be familiar with another recent publi—

cation, The Book of the States, 1954-55, published by the

Council of State Governments of Chicago, Illinois. The chapter

on "Finance Management" prepared by William G. Herzel, Director,

Research Staff, Kentucky Department of Revenue, gives a rough

idea of the rates of interest received by some States on their

bank deposits.
We trust that this information will be helpful to you.

The proposed letter had been redrafted to take into account certain

changes in the original draft which were suggested by Governor Mills at

the time the file was circulated to the Board, and the other members of

the Board subsequently had indicated that they concurred in Governor Mills'

suggestions.
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Accordingly, the letter to Mr.
Holmes was approved unanimously in
the form set forth above, together
with a letter to Mr. Leedy, President
of the Federal Reserve Bank of Kansas
City, reading as follows:

Enclosed is a copy of a letter dated October 15, 1954,
from Mr. Jack E. Holmes, Director, New Mexico Legislative
Council, Santa Fel New Mexico, inquiring about the effects
on the New Mexico credit structure if a substantial propor-
tion of the State's current and revolving funds were shifted
from demand to time deposits. Also enclosed is the original
and a carbon copy of the reply that has been prepared to Mr.
Holmes.

The Board's reply to Mr. Holmes is being sent to you
with the thought that you would wish to be informed of this
inquiry and the substance of the response. If you see no
objection to doing so, it would be appreciated if you will
mail the original of the Board's reply to Mr. Holmes, re-
taining the carbon copy for your files.

At this point Messrs. Vest, General Counsel, Bethea, Director,

Division of Administrative Services, and Hackley, Assistant General Counsel,

entered the room.

There was presented a draft of letter for the signature of the

Chairman to The Honorable Edmund F. Mansure, Administrator, General Services

Administration, Washington, D. C., reading as follows:

This is in response to your letter of October 28, 1954,
regarding the proposed establishment of motor vehicle pools
pursuant to provisions of Public Law 766 which became effec-
tive September 1, 1954.

It is understood from your letter that regulations re-
lating to determinations for the establishment of such motor
vehicle pools are now under consideration, but that, in order
to expedite this program, it is the desire of your agency to
commence preliminary studies in certain areas including the
metropolitan area of Washington, D. C.

While the Board does not feel that the provisions of the
Act in question are applicable to its motor vehicles because
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of section 10 of the Federal Reserve Act, the Board, in the
light of the objectives of this statute, wishes to cooperate
with you as fully as possible in your studies of this matter.
Accordingly, in compliance with your request, Mr. Joseph E.
Kelleher, Assistant Director of the Board's Division of Ad—
ministrative Services (Code 132, Extension 248), has been
designated as the member of the Board's staff who may be con—
tacted by officials of your agency in connection with this
matter.

The proposed letter, which had been circulated among the members

of the Board, was discussed from the standpoint of the applicability of

Public Law 766 to the Board's motor vehicles. During this discussion

Messrs. Vest and Hackley indicated that although the question was one

which might be argued both ways, it appeared that a good case could be

made for the position that the lam was not applicable because of the pro—

visions of section 10 of the Federal Reserve Act. Mr. Hackley also pointed

out that the whole program was in a very preliminary stage, the basis upon

which motor pools would be established for the Washington area having not

as yet been determined.

At the conclusion of the dis—
cussion, the letter to Mr. Mansure
was approved unanimously in the
form set forth above.

Messrs. Bethea and Hackley then withdrew from the meeting.

With reference to the meeting of the Board with the Federal Ad—

visory Council tomorrow, Chairman Martin stated that Mr. Thomas, Economic

Adviser to the Board, was to discuss member bank reserve requirements with

the Council this afternoon and that this might lead to an inquiry by the

Council as to whether the Board was preparing to recommend any legislation
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for a change in the present system of reserve requirements. If such

an inquiry should be made, Chairman Martin suggested that the reply be

given that the Board was still studying the matter and had no recommenda—

tion for legislation at this time. The other members of the Board agreed

that such a response would be appropriate.

It was also understood that in the event the Council should in—

quire with regard to bank holding company legislation, the reply would be

given that at present the Board had no intention of proposing any legis—

lation and that the Board had not considered whether, if its views were

required by the Congress, it would express the same opinions as were given

when the Board's views were last requested in the summer of 1953.

Turning to the subject of the hearings on monetary policy scheduled

for December by the Congressional Subcommittee on Economic Stabilization,

Chairman Martin stated that he had sent to the members of the Federal Ad—

visory Council and to the Presidents of the Federal Reserve Banks the

drafts of answers which had been prepared by the Board's staff to the ques—

tions asked of him by the Subcommittee. In view of the date set by the

Subcommittee for receipt of the replies, Chairman Martin suggested that

there be a discussion of them at the meeting of the Board on Monday,

November 22, with a view to transmitting the answers to the Subcommittee as

promptly as possible.

In this connection, Governor Robertson inquired whether it would

be advisable on the occasion of his visit to Kansas City this week to in—

quire of President Leedy, Chairman of the Presidents' Conference Committee
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on Legislation, regarding the Committee's progress in preparing its re-

port on the New York Clearing House Association's paper, "The Federal Re-

serve Reexamined", it being Governor Robertson's thought that the report

might be useful in preparing for the appearance of the Board and the Presi-

dents of the Reserve Banks before the Subcommittee. It was the view of the

other members of the Board that it would be appropriate to raise the ques-

tion with Mr. Leedy but that the Committee should not be pressed for its

report.

With further reference to the Subcommittee hearings, Chairman

Martin said that he had spoken to Mr. Young, Chairman of the Presidents'

Conference, about the scheduling of the meetings of the Presidents' Con-

ference and the Federal Open Market Committee during the week of December

5, in view of the fact that it would be necessary for the members of the

Board and the Presidents to appear before the Subcommittee on the afternoon

of December 7. There was a general discussion of the arrangements which

might be made but no conclusions were reached.

During the foregoing discussion Mr. Riefler, Assistant to the

Chairman, entered the room, and at its conclusion he withdrew from the

meeting.

Governor Robertson referred to a memorandum from Mr. Sloan, Director,

Division of Examinations, dated November 10, 1954, recommending, in con-

nection with the School for Examiners of the Inter-Agency Bank Examination

School, that the Board tender a reception on Thursday, November 18 and a
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luncheon on Friday, November 19, both in the staff dining room. 11,r.

Sloan's memorandum, which was in circulation to the Board, stated that

provision had been made in the 1954 budget of the Division of Examinations

for the reception and the luncheon.

Upon recommendation by Governor

Robertson, the program suggested in

Mr. Sloan 's memorandum was approved
unanimously.

Chairman Martin stated that while in Dallas, Texas, last week

he had an opportunity to discuss with representatives of the Dallas Re—

serve Bank, including the head office directors and the directors of the

Houston Branch, the Bank's proposal to purchase at a cost of $628,500 the

block of land bounded by San Jacinto, Caroline, Pease, and Jefferson

Streets, in Houston, as a site for a new branch building. He said that on

the basis of the information made available to him, it appeared that the

purchase would be an advisable one.

Governor Robertson said that if the proposed purchase should come

before the Board while he was out of the city later this week, he would

like to be recorded as favoring the transaction.

At this point Messrs. Sloan, Director, Division of Examinations,

Chase, Assistant General Counsel, and Shay, Assistant Counsel, entered

the room.

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

Board copies of a memorandum from Mr. Vest dated November 3, 1954, with

regard to tne question whether service by an officer or director of a
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member bank on the board of directors of a mutual trust investment com-

pany, organized as a medium for the common investment of fiduciary funds

of banks and trust companies in the state of New York, would be in con-

formity with section 32 of the Banking Act of 1933. The memorandum noted

that under date of April 7, 7_954, the Board advised the Federal Reserve

Bank of New York of its view, on the basis of information at hand, that

such interlocking relationships mould not be permissible, but that after

enactment, on April 10, of the New York State statute authorizing such

companies, favorable action by the Board was urged by representatives of

the New 'York State Bankers Association and by the New York Superintendent

of Banks. Mr. Vest's memorandum discussed the facts of the case, possible

courses of action open to the Board, positions previously taken by the

Board which might be pertinent, the principal arguments that the prohibi-

tion of the statute was applicable, and arguments against the applicability

of the statute. It stated that the question was a very close and doubtful

one, that it had been carefully considered and discussed in the Legal

Division, and that there was a divergence of opinion within the Division

as to whether the law was applicable*

At the request of the Board, Mr. Vest discussed the nature of the

problem, his statements being based generally on the material contained in

his memorandum of November 3. There ensued a general discussion of the

matter, at the conclusion of which Chairman Martin noted that Mr. Orrin G.

Judd, Counsel for the New York State Bankers Association, had requested an
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opportunity to present his arguments orally if there was any doubt as to

the Board's decision. He suggested that Mr. Judd be invited to meet

with the members of the Board, and Governor Robertson added the sugges—

tion that Mr. William A. Lyon, Superintendent of Banks for New York, or

a representative of his department also be invited.

There was unanimous agreement

with these suggestions and it was
understood that Mr. Vest would en—
deavor to arrange a meeting on Decem—

ber 13 or 14, 1954.

Reference was made to a draft of letter to Mr. Hill, Vice Presi—

dent, Federal Reserve Bank of Philadelphia, reading as follows:

In accordance with the request contained in your let—

ter of November 8, 1954, the Board approves the appointment
of Abram IL Shelly, Jr., as an assistant examiner for the

Federal Reserve Bank of Philadelphia. Please advise as to

the date upon which the appointment is made effective.

Approved unanimously.

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

Reserve System on November 10, 195h, were approved unanimously.

The following actions were then taken by the Board, effective

December 1, 1954:

(1) (a) Mr. Edwin J. Johnson was appointed Director

of the Division of Personnel Administration with the under—

standing that he will continue to serve as Controller and that

the two Divisions will not be merged; (b) the appointment of

Mr. H. Franklin Sprecher, Jr., as Assistant Director of the

Division of Personnel Administration was continued with the

understanding that he will be expected to assume additional

supervisory duties since Mr. Johnson will need to divide his

time between the two Divisions; and (c) Mr. Mortimer B. Daniels,

who has been serving as Chief of the Reserve Bank Operations
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Section of the Division of Bank Operations, was appointed

Assistant Controller to assist in the supervision of the

work of that Office°
(2) The salaries of Messrs. Johnson, Sprecher, and

Daniels in the above positions were fixed at the rates of

$12,500, $11,000 and $10,000 per annum, respectively.

The meeting then adjourned.
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