
F E D E R A L  R E S E R V E  BANK
O F  N E W  Y O R K

f  Circular No. 3 9 5 7  1 
I March 20, 1953 ]

Results of Election of Directors

To Member Banks in the Second Federal Reserve District:

The election o f directors o f this Bank to fill three vacancies in its board of 

directors has been duly held in accordance with the requirements o f section 4 o f the 

Federal Reserve Act, as amended, and the provisions o f  Circular No. 3943, dated 
February 2,1953.

The results o f the election are as fo llow s:

1. N. B a x t e r  J a c k s o n , Chairman of the Board, Chemical Bank & Trust 

Company, New York, N. Y., was elected by member banks in Group 1 as a class A  

director o f this Bank to hold office for  the unexpired portion of the term ending 
December 31,1955.

2. L a n s in g  P. S h i e l d , President, The Grand Union Company, East Paterson, 

New Jersey, was elected bv member banks in Group 2 as a class B director to 

hold office for  the unexpired portion o f the term ending December 31, 1953.

3. J o h n  E. B i e r w i r t h , President, National Distillers Products Corporation, 
New York, N. Y., was elected by member banks in Group 3 as a class B  director to 
hold office for  the unexpired portion o f the term ending December 31, 1954.

J a y  E. C r a n e ,

Chairman o f the Board.
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F E D E R A L  R E S E R V E  BAN K
O F  N E W  Y O R K

March 12, 1953

To the Directors o f the 
Federal Reserve Banlc o f New Yorlc:

I submit herewith a confidential report on the operations and policies o f  the Bank 
for 1952. A s usual, it covers those matters that are not appropriate to the published stock
holders’ report, and provides a more detailed summary o f  operations than is possible in 
that publication. It also becomes a part o f the continuing record o f the operations o f 
the Bank.

F or the first full year in two decades, the Federal Reserve System, in 1952, was free 
to employ the tools o f  monetary and credit policy in an economy susceptible to significant 
influence by them. In the later thirties a huge inflow o f gold created large excess reserves 
in the banking system, and left little scope fo r  an affirmative credit policy. In  the forties 
the exigencies o f war financing and postwar conversion problems allowed credit policy 
little freedom. In these twenty years, much has changed— the System has gained from 
study and experience, the national debt has grown enormously and constitutes an impor
tant part o f  the assets o f most financing institutions and the principal means o f money 
market adjustment, and the economic statistics available to the System have im proved in 
both quality and quantity. The record o f the year under review provides encouragement 
fo r  the belief that these developments have increased the ability o f  the central banking 
system to play an important role in helping to moderate fluctuations in our economy.

Perhaps the most noteworthy development in this field, in 1952, was the use o f open 
market operations to force member banks to come to the discount window to satisfy some 
o f their reserve needs, which resulted in the reestablishment o f the discount privilege and 
the discount rate as important weapons o f  credit control. During the latter half o f the 
year, member banks were kept fa irly  constantly in debt, so that they were restrained from  
expanding credit beyond the actual seasonal needs arising out o f  bumper crops, rising 
defense and civilian production, and Treasury deficit financing. The provision o f needed 
reserves through the discount window, and the similar extension o f tem porary reserve 
credits through repurchase agreements with nonbank dealers in Government securities 
(together aggregating more than $3 billion at one time near the year-end), gave the 
Federal Reserve Banks a flexible control o f the reserve positions o f individual banks, 
and o f the money market.

Once again, in 1952, the volume o f our ordinary operations reached record levels, 
although the number o f people employed declined during the last three quarters o f the 
year. This achievement furnishes some evidence o f  the ability and willingness o f the staff 
to handle new and recurring problems with efficiency, evidence which I  believe is sup
ported by the attitude o f member banks and the public toward the Federal Reserve Bank 
o f New York as a public service institution.

Yours sincerely,

President.
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PRESIDENT’S REPORT TO DIRECTORS FOR 1952

rriHE revival o f traditional monetary and credit 
J- policy that had taken place in the preceding year 

was further extended during 1952 in an economic 
setting characterized by general stability at high 
levels o f  activity. Despite somewhat greater Gov
ernment expenditures for  military items and a 
long shutdown in the steel industry, inflationary 
pressures were held in check as production was 
maintained at levels adequate to satisfy business 
and consumer requirements at generally stable 
prices while at the same time providing fo r  de
fense needs. However, stability in an economy 
pressing at the limits o f its productive capacity 
is at best precarious; the possibility o f shifts in 
consumer spending habits or in business invest
ment program s poses a continuing threat. Indica
tions that such shifts might be developing, accom
panied by generally more buoyant business senti
ment, were discernible in the closing months o f  the 
year just ended.

Federal Reserve credit policy in 1952 was 
designed to promote and to maintain an economy 
enjoying prosperity without inflation. The absence 
of serious inflationary pressures made a positive 
restrictive credit policy unnecessary, but aware
ness o f a continuing threat o f inflation suggested 
that a policy o f monetary ease could well provide 
fuel fo r  any upsurge o f spending that might 
develop. The Federal Reserve System, therefore, 
directed its efforts in the first half o f  the year 
toward promoting economic stability by assigning 
a neutral role to money and credit; later, as sea
sonal credit needs expanded and rising public 
demand for  currency drained reserves from  banks, 
the neutral policy gradually became one o f re
straint. The earlier neutral policy involved, at 
times, preventing the accumulation o f excess re
serves which might encourage easier credit tend
encies, and as seasonal credit expansion pressed on 
reserve availability, the more restrictive policy 
that emerged provided fo r  creation o f  the neces
sary reserves only at a rate, and in such forms, 
as to maintain restraint on the banks and the 
money market. Open market operations and dis
count policy were geared, insofar as possible, to 
provide only the banking reserves necessary to 
meet the normal credit needs o f  the economy.

Moreover, this program  bore virtually full re
sponsibility fo r  attaining Federal Reserve objec
tives, since Regulation W  (Consumer Credit) and 
the Voluntary Credit Restraint Program  were 
suspended in the spring, and Regulation X  (Real 
Estate Credit) in the fall.

The seasonal pattern o f demand for  bank credit 
during 1952, a pattern that has been missing in 
several o f the postwar years, was more or less 
typical o f a stable economy that is undergoing 
neither inflation nor deflation. In  turn, the sea
sonal pattern o f credit requirements was reflected 
in the changes that occurred in the System Open 
Market Account during the year. In  the first half 
o f 1952, short term securities were sold from  the 
System Account to mop up reserves accruing to 
the banking system from  gold inflows, from  a 
reduced currency circulation, and from  other 
sources. Commercial bank loans and investments 
rose slightly during the first six months, but bank 
credit was under no particular pressure to expand 
at this tim e; i f  free reserves had been allowed to 
accumulate, it would have been possible for  the 
banks to meet credit requests with greater ease 
later in the year. Short period investment of 
these funds by banks, i f  not absorbed by the Sys
tem, would have created only tem porary price 
firmness in the security markets and would have 
tended to freeze the reserves into the deposit 
base. A s the year progressed, seasonally expanded 
credit needs o f  private borrowers and new money 
financing by the Treasury, accompanied by a sea
sonal loss o f  reserves through currency outflow 
and other factors, increased the pressure on avail
able reserves. System policy then shifted to one 
o f  a controlled provision o f  funds to the money 
market through the acquisition o f Government 
securities fo r  the System Open Market Account 
and fo r  account o f  the Federal Reserve Bank of 
New York on repurchase agreements with dealers.

In the last half o f  1952, discounting became 
increasingly prominent as a source o f reserve bal
ances fo r  the banking system. The restoration of 
greater latitude fo r  application o f  traditional 
monetary policy had envisaged, from  the outset, 
a much expanded role for  the discounting mecha

l
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2 PRESIDENT’S REPORT TO DIRECTORS FOR 1952

nism. Open market action to regulate the supply 
o f  reserves available to the banking system im
poses limits on the aggregate volume o f bank 
reserves; but under a sustained policy o f restraint 
on bank reserves, open market operations are not 
the most effective means o f adjusting for  changes 
in the availability o f  reserves within a given week 
or month, nor is there assurance that open market 
action will result in a proper distribution o f avail
able reserves. The discount privilege available to 
all member banks provides the banking system 
with the flexibility required to make adjustment 
fo r  these conditions. A  considerable portion of 
the discounting activity in 1952 grew out o f the 
fact that the Federal Reserve open market policy 
maintained a relatively tight rein on aggregate 
excess reserves, and, since reserve funds were not 
readily available elsewhere, it was necessary for  
individual banks to have recourse to the discount 
window fo r  the purpose o f making short period 
reserve adjustments.

A fter the low point in credit needs was passed 
in midsummer, and as the new credit requirements 
o f private business and o f the Treasury increased, 
Federal Reserve policy tended to shade from  neu
trality to, at first, mild restraint. The change in 
the emphasis o f credit policy resulted from  the 
fact that the Federal Reserve System did not pro
vide fully through open market purchases the 
reserves required to replace seasonal reserve 
losses and also to support credit expansion, with 
the result that member banks secured these re
serves through discounts. Since reserves acquired 
through discounting create a contractual obliga
tion fo r  the bank to repay, they are, in effect, ‘ ‘ on 
a string,”  whereas reserves furnished through 
securities purchased outright by the System be
come wholly owned assets o f the member banks. 
Not only is Federal Reserve credit extended 
through the discount mechanism easier to recover 
after the need fo r  its existence has passed, it is 
also possible that the distinction between free 
reserve funds and reserves subject to repayment 
may well be important in influencing the willing
ness o f banks to advance new credit. The increased 
use o f the borrowing privilege by member banks, 
however, implies a responsibility o f  the Federal 
Reserve Bank to see that the privilege is not 
abused.

Full freedom  for open market operations to

achieve the System ’s credit control objectives fo l
lowing the accord in 1951 had been obstructed by 
the frequency o f Treasury financing operations. 
Although the System abandoned responsibility for  
the maintenance o f  any particular structure of 
market prices and yields on Government issues at 
the time o f the accord, it considered that it re
tained a responsibility to extend to the Treasury 
the market support deemed necessary to insure 
“ successful”  debt operations. In  practice, the 
System usually acquired a large part o f the ma
turing securities that would otherwise have been 
redeemed fo r  cash, and the effect was to hold 
the Treasury ’s cash redemptions to a minimum. 
(Although some offsetting sales were generally 
made, this support involved net purchases o f 
securities fo r  System Account and the consequent 
creation o f reserve balances.) A s 1952 pro
gressed, the System modified its view o f its re
sponsibilities during Treasury financing opera
tions. Support o f all Treasury offerings was grad
ually replaced by a policy o f aid to the Treasury 
limited by, and conditioned upon, the extent to 
which such aid could be extended consistently with 
monetary policy goals.

This change, and, o f course, the fundamental 
change in the position o f  the System in the Gov
ernment security market arising out o f the 1951 
accord resulted not only in partially freeing mone
tary policy from  the shackles o f the Treasury ’s 
financing schedule, but it served as well further to 
educate investors and dealers in the meaning of 
a free security market. A fter operating for  nearly 
a decade in the hothouse atmosphere created by 
Federal Reserve support o f security prices and 
yields, a process o f education in the ways o f a free 
market was necessary. One o f the more important 
developments o f 1952 from  the viewpoint o f mone
tary policy was the growth in the m arket’s recog
nition o f  its independence.

During the last seven months o f 1952 the 
Treasury borrowed $4.25 billion through the sale 
o f a bond issue o f  intermediate maturity, bor
rowed $4.5 billion through the sale o f Tax Antici
pation bill issues maturing at the March and June 
1953 tax dates, and refunded $19.5 billion o f ma
turing certificates o f indebtedness. This program  
was carried through with a minimum o f market 
disturbance and with System support for  three of 
the operations and only nominal support fo r  an
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FEDERAL RESERVE BANK OF NEW YORK 3

other. Further, prices and yields on Government 
securities o f all maturities fluctuated during 1952 
over a wide range, and at times sharply, without 
adverse effect on market viability. In  general, it 
would appear that the market community now has 
come a long way toward accepting freely moving 
prices as a natural concomitant o f an unregulated 
market reflecting the basic monetary and economic 
circumstances underlying the supply o f and de
mand fo r  investment funds. Previously such price 
movements occasioned uneasiness and unlimited 
speculation as to what the System was doing or 
planning to do.

OPEN M ARKET OPERATIONS

Transactions in Government securities

A ctivity in the Government security market 
during January and February 1952 was largely 
centered in the short term issues; prices o f inter
mediate and long term securities were substan
tially unchanged over the period in a generally 
inactive market. A  combination o f money market 
stringency and market uncertainty in the closing 
days o f  1951 had driven short term security yields 
to the highest levels since the early 1930’s, but 
easier money market conditions and a supply of 
funds to the market from  the investment o f the 
proceeds o f new corporate financing and other 
sources had forced yields sharply lower by the 
end o f January 1952. In order to absorb the 
reserve gains that accrued to member banks in 
January, and to withdraw funds put into the mar
ket on System security transactions in the latter 
part o f December, the System took the initiative 
during January in selling to the market large 
amounts o f Treasury bills and certificates o f in
debtedness. A ll securities held by the Federal 
Reserve Bank o f  New Y ork under repurchase 
agreements were bought back by the dealers. 
These transactions, together with sales and re
demptions o f securities for  System Account, more 
than offset the increase in the holdings o f the 
Account that had taken place during December
1951. B y  January 24, 1952 sales and redemptions 
to absorb the seasonal reserve accruals to com
mercial banks had exhausted System Account 
Treasury bill holdings. In total, System holdings 
of Government securities, including repurchases, 
were reduced by $1.1 billion during January 1952.

It was the first time since early 1942 that the Sys
tem Account had held no bills. A t the peak, in 
February 1947, a total o f $15.8 billion in bills was 
held in System and option accounts.

Treasury debt operations were a m ajor stimu
lant to market trading during February 1952. 
These operations included an offering o f interme
diate bonds in exchange fo r  the $1.0 billion o f  2 ^  
per cent bonds called for  March 15 and an offer
ing o f 1%  per cent certificates for  the $9.5 billion 
o f certificates o f  indebtedness scheduled to mature 
on A pril 1. Both the new issues were dated March
1,1952. Rather aggressive selling o f the March 15 
and A pril 1 “ rights”  followed the Treasury an
nouncement o f the refunding terms and continued 
until the subscription books closed on February 
21. Although the terms o f  both offerings were 
viewed favorably by the market, the fact that a 
large amount o f money scheduled fo r  March 15 
tax payment was invested in the maturing certifi
cates and the fact that market opinion expected a 
money squeeze around the impending tax date, 
resulted in a belief in market circles that an op
portunity would arise later to acquire the new 
bonds and other issues at more favorable prices; 
this belief created difficulties fo r  the February 
refundings. Shortly before and during the four- 
day period that the subscription books were open, 
the Federal Reserve System purchased $950 mil
lion o f the maturing issues. However, the active 
demand by corporations and others fo r  short term 
investments during the month enabled the System 
to supply shorter certificates to the market in an 
amount in excess o f the amount o f  the “  rights”  
purchased for  System Account. F or the month as 
a whole the total o f System Account security hold
ings was reduced by more than $200 million, ab
sorbing a like amount o f reserves accruing to the 
banking system from  other sources.

The tight money conditions, and the related 
pressure on the Government security market, that 
had been widely expected to develop as corpora
tions borrowed and liquidated investments to 
make their March 15 tax payments proved to have 
been overestimated. P rior to the middle o f March, 
in preparation for  such market stringency as 
might develop, the Federal Reserve Bank o f New 
Y ork made repurchase agreements liberally avail
able to dealers when warranted by money market 
conditions. However, substantial Treasury cash 
outlays, including temporary funds made avail
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4 PRESIDENT’S REPORT TO DIRECTORS FOR 1952

able through System purchases o f  special Treas
ury certificates o f indebtedness, created marked 
money market ease over the middle o f  the month 
and the securities taken under repurchase agree
ment earlier were bought back by the dealers. 
The ease in the money market persisted over the 
balance o f  March and was reflected in steadily 
lower yields on short term securities.

The failure o f  the mid-March money market 
stringency to develop as expected touched off a 
price recovery in the intermediate and long term 
Treasury issues that lasted fo r  two months and 
carried prices o f  the longest maturity issues as 
much as three full points above their early March 
levels. Commercial banks and other investors had 
tended to defer their investment program s hoping 
fo r  generally lower prices prior to the tax date, 
so that the initial impetus fo r  the upward price 
adjustment came from  the backlog o f demand that 
entered the market when this anticipation was dis
appointed. A  combination o f  influences helped 
maintain the price advance through the balance 
o f  March and April. These included active com
mercial bank attempts to lengthen portfolio ma
turities to compensate fo r  income lost through a 
declining loan volume, and, during April, indica
tions that the boom  conditions growing out o f the 
rearmament program  had abated considerably 
and that the outlook was more one o f economic 
stability than o f  continued inflationary pressure. 
Bond prices continued to advance during the first 
half o f  May, but largely on professional activity 
as investors displayed growing resistance to the 
higher price level. Near the middle o f May, mar
ket opinion was diverted by the possibility that 
lower security prices might follow  the closing o f 
the books on the Treasury ’s M ay financing. This 
was an optional offering o f nonmarketable 2%  
per cent bonds fo r  cash and exchange o f the four 
longest restricted issues outstanding, and was 
cooly received. Bond prices began an irregular 
decline, which was fostered by the almost con
stantly tight conditions in the short term market 
and which, save fo r  a period o f stability in late 
June and July, continued through the end of 
September.

In  early A pril 1952 yields on short term Govern
ment securities moved upward from  the March 
low, and continued to advance, with but occasional 
interruptions, through the spring and summer 
months against a background o f persistent money

market tightness. A  factor influencing the short 
term market during this period was the Treasury 
borrowing o f $1.6 billion through $200 million 
weekly additions to Treasury bill offerings dur
ing A pril and May. Concurrently, the Federal 
Reserve System continued to sell short term Gov
ernment securities in the market during these two 
months in pursuance o f its policy o f  absorbing 
accretions to bank reserves not immediately 
needed by the banks to meet normal credit de
mands. A  total o f $240 million o f  short term 
issues was sold from  System holdings in this 
period, bringing to more than $1.5 billion the net 
reduction in System security holdings over the 
first five months o f 1952.

The position o f the System in the market was 
reversed in early June 1952 as the proxim ity of 
the June 15 tax date caused corporations to con
serve cash against their tax liabilities, weakening 
what had been the m ajor source o f  demand for 
short issues. In  order to provide some assistance 
to the market, this Bank acquired short term 
securities from  dealers under repurchase agree
ments. The money market eased briefly during the 
last half o f June in response to these purchases, 
the net outlay o f  Treasury cash (including funds 
from  the System purchase o f special Treasury

Yields on U. S. Government Securities
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certificates), and System purchases o f “ rights”  
to the Treasury ’s June refunding offering.

Treasury financing in June 1952 included an 
offering o f 1%  per cent certificates for  the $5.2 
billion o f  certificates maturing on July 1, and the 
sale fo r  new money o f $4.2 billion o f  2%  per cent 
six-year bonds. System support o f the customary 
type was extended to the certificate refunding, 
resulting in a net addition to System holdings of 
about $630 million during the month. The new 
intermediate bond had been made eligible for  com
mercial bank ownership (but fo r  limited subscrip
tion only), and proceeds were eligible for  credit 
to Tax and Loan Accounts. These features en
couraged a heavy oversubscription, apparently in
cluding a substantial volume o f speculative “ free 
rid in g”  financed with bank credit. The existence 
o f these tem porary and uncertain holders in the 
original distribution was o f importance to the 
market over the following three months as trad
ing centered in the new bond; the weakly held 
securities hanging over the market exerted a de
pressing effect on prices already subject to some 
selling pressure.

Heavy bank buying o f the new bond featured 
the trading in July 1952 and helped maintain 
fa irly  steady prices, but as the month progressed 
the bond market displayed an increasingly heavy 
tone largely because o f bank reluctance to pro
ceed with investment in the face o f a persistently 
tight money market. The pressure on the money 
market at this time was the outgrowth o f the in
crease in required reserves resulting from  the 
additional deposits created to finance the Treas
u ry ’s cash borrow ing; additional new Federal 
Reserve credit was not made available through 
open market operations to help the banks meet 
their larger reserve requirements. Under this 
pressure, and in view o f large scale nonbank buy
ing o f short term Government securities, there 
was some selling by banks to offset deposit losses 
which in turn reduced required reserves. In 
August, and again in September, Government 
bond prices continued to sag in response to in
creasing uncertainty as to the effect the fall and 
winter bank loan expansion would have on the 
security market and in sympathy with the evolv
ing higher short term rate pattern, which was 
being confirmed by the successively higher rates 
on the Treasury ’s August and September refund
ing offerings.

The tight money market conditions which pre
vailed in August and September 1952 were diffi
cult ones in which to effect the refunding o f  the 
certificates o f  indebtedness maturing August 15, 
September 1, and October 1. Holders o f  the first 
two maturities were offered exchange into a 2 per 
cent, one-year certificate— terms which were in 
line with market yields at the time o f the Treas
ury announcement’—but there was a tendency for  
yields to advance while the books were open. Also, 
in seeking to provide assistance to the Treasury 
with a minimum o f Federal Reserve credit, the 
System departed from  the procedures follow ed in 
most refundings in recent years and supported the 
“ rights”  at a level equivalent to a par price 
rather than at a premium. This procedural change 
contributed somewhat to a belief that short term 
rates might rise further following the refunding, 
and in the absence o f demand fo r  the ‘ ‘ rights ’ ’ or 
the “ when issued”  securities, the bid fo r  the new 
issue fell below par shortly after the books closed.

The market turned somewhat easier before mid- 
September, when the Treasury offered a 14-month, 
2Vs per cent note in exchange fo r  the certificates 
maturing on October 1, but the fact that a large 
part o f the maturing issue was held by corpora
tions, which frequently restrict their investments 
to securities maturing within one year, made Sys
tem support necessary to facilitate trading and to 
encourage redistribution o f  the “ rights.”  Because 
o f the circumstances surrounding the refunding, 
and in view o f the fact that providing some Fed
eral Reserve credit (although not by choice, at 
that time and in the amount involved) was essen
tially consistent with the System ’s policy o f cre
ating a limited volume o f reserves to meet a part 
o f the banks’ seasonal needs, the System estab
lished a small premium on the ‘ ‘ rights ’ ’ and made 
large purchases o f  the maturing issue. In  total, 
System holdings o f Government securities in
creased by about $840 million during August and 
September 1952.

A s the year progressed, the System made 
greater efforts to hold to a minimum its interven
tion in the market in aid o f Treasury refunding 
operations. W hereas in 1951 and early 1952 the 
System had followed a practice o f offering a pre
mium on “ rights”  sufficient to encourage selling 
by investors who planned to redeem fo r  cash, in 
the later refundings either no premium or a less 
generous premium was offered. In  the December
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certificate refunding, ‘ ‘  rights ’ ’ were not purchased 
at all fo r  System Account. W hile the basic prin
ciple o f  prim ary Treasury responsibility fo r  debt 
management decisions and fo r  the outcome of 
these decisions may now be considered an accepted 
doctrine, the experience o f 1952 indicates that sit
uations probably will again arise wherein some aid 
to the Treasury may be expedient. The circum
stances surrounding any given refunding will thus 
determine the System ’s role.

Funds supplied by System purchases o f  the 
September 1952 “ rights”  were reflected in a 
strong reinvestment demand fo r  other short term 
issues, and yields moved lower through the end 
o f  September. However, the steady tightening in 
the money market over the remainder o f the year, 
occasioned by the inadequacy o f available reserves 
to enable banks readily to satisfy seasonal busi
ness credit needs, an expansion in public demand 
fo r  currency, and Treasury cash borrowing in Tax 
Anticipation bills, maintained almost constant 
pressure on the short term security market. Heavy 
nonbank investment in these instruments in 
October and early November served to absorb bank 
selling and, fo r  a time, to prevent rates from  ris
ing significantly. But corporate buying tapered 
off as the year-end approached, and since bank 
reserve positions became progressively tighter 
during November and December, short term rates 
rose steadily until, by  late December, they were 
at the highest level in nearly twenty years.

The intermediate to long term market over 
much o f  this period responded to a different set 
o f forces and displayed considerable strength. On 
the theory that bond prices in the late fa ll were 
lower than they would be after the money market 
eased early in the new year, a generally bullish 
atmosphere developed and many investors entered 
the market fo r  the purpose o f lengthening port
fo lio  maturities at prevailing prices. Bond prices 
advanced in October and early November, but buy
ing interest soon evaporated in the prevailing 
tight money environment and price declines in the 
latter half o f  December wiped out the earlier ad
vances and brought some bond prices to the lowest 
levels since issuance.

In summary, the System made funds available 
to the market during the last quarter o f  1952 in 
order to provide at least part o f  the reserves 
needed to support the seasonal expansion o f bank 
credit and to compensate fo r  reserves lost through 
a flow o f currency into circulation and other year-

end factors. Short term securities were purchased 
outright fo r  System Open Market Account and on 
repurchase agreements with dealers fo r  account 
o f  this Bank. A  total o f  approximately $1 billion 
in short term securities was added to System hold
ings in the October to December period, nearly all 
o f it in December, a sum which actually fell short 
o f replacing the reserves that member banks lost 
during the last quarter through the increase in 
money in circulation alone. The largest part o f 
the increment to System security holdings at this 
time represented repurchase agreements. In the 
last week o f the year, this account reached nearly 
$900 million, while discounts at the Reserve Banks 
climbed to almost $2.4 billion. The close rein held 
on the supply o f  Federal Reserve credit at this 
period reflected the policy the System was follow
ing o f increasing restrictiveness as the demands 
fo r  credit built up. A t the same time, although 
banks ’ reserve positions were under much greater 
pressure in December 1952 than in December 1951, 
and although short term yields increased by at 
least as much, there was in 1952 a striking absence 
o f  the sort o f uncertainty that had threatened 
the market with disorderliness in the previous 
December.

Direct security purchases from the Treasury 
by System Open Market Account

On several occasions during the last year, pur
chases o f  special certificates o f indebtedness were 
made fo r  the System Open Market Account di
rectly from  the Treasury in order to avoid over
drafts at the Federal Reserve Banks. (These 
transactions are effected under statutory permis
sion fo r  the System to purchase directly from  the 
Treasury up to $5 billion o f  direct or guaranteed 
obligations o f the United States.) Purchases were 
made in amounts o f  $55 million in January, $947 
million in March, $536 million in June, and $278 
million in September. In each instance their pur
pose was to anticipate tax receipts by the Treas
ury, and on the last three occasions to avoid a 
strain on the money m arket; in each instance they 
were soon retired by the Treasury as the antici
pated tax revenues became available. In  order 
to sim plify the mechanics o f direct Treasury bor
rowing from  the Federal Reserve Banks, the pro
cedure o f  handling special certificates o f indebted
ness was changed in September 1952. Henceforth, 
special certificates will be sold to the Federal
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Reserve Bank o f New York, rather than to the 
System Open Market Account, with any appor
tionment to other Reserve Banks that might ap
pear desirable left to the discretion of the Federal 
Reserve Bank o f New York.

Repurchase agreements

This Bank made active use during the year of 
the repurchase agreement authority granted by 
the Federal Open Market Committee to all Fed
eral Reserve Banks. This authority permits the 
individual Reserve Bank to buy short term Gov
ernment securities from  qualified nonbank dealers 
under an arrangement requiring the dealers to 
repurchase the securities within fifteen days. The 
repurchase facility assisted dealers in carrying 
positions in short term Treasury obligations at 
a rate equal to the discount rate at times o f money 
market stringency when dealers were obliged to 
pay as much as 2^4 to 2%  per cent for  commercial 
bank accommodation. It also lessened the need for  
outright System Account purchases and proved to 
be an important adjunct to the flexible rate policy. 
The follow ing table points up the significantly 
greater use o f this facility in the past year by com
parison with the other years since its use was 
reauthorized in 1948.

Transactions in Short Term Securities 
Under Repurchase Agreements 

(In  millions of dollars)

Purchases Sales
Peak

balance
Year-end
balance

1948 - 0 - - 0 - - 0 - - 0 -
1949 279.7 279.7 1 0 2 .8 - 0 -
1950 598.0 544.9 1 2 0 .0 53.1
1951 2,341.8 2,198.2 306.0 196.7
1952 5,491.2 5,024.2 873.5 663.7

Statistical summary

Under the direction o f the Federal Open Market 
Committee, this Bank made open market pur
chases o f Government securities for  the System 
Open Market Account during 1952 having a total 
face value o f $4.0 billion, and sold, or presented 
for  redemption, securities having a face value of 
$3.6 billion. Thus, market transactions during the 
year resulted in a net increase o f $400 million in 
System Open Market Account holdings o f United 
States Government securities, while the net in
crease in securities held under repurchase agree

ments by this Bank amounted to $500 million, giv
ing a total increase in System holdings o f $900 
million. The follow ing table shows the effect that 
System security purchases and other relevant fac
tors had upon the availability o f bank reserves in 
1952.

Factors Affecting Member Bank Reserves— 1952
(In billions of dollars)

Factors o f Increase
Increase in Federal Reserve holdings o f

United States Government securities.............  0.9
Increase in the gold s to c k ..................................... 0.5
Increase in Treasury cu rre n cy ............................  0.1
Increase in member banks’ discounts and

adva n ces ................................................................  0 .1

Total ..............................................................  1.6

Factors o f Decrease
Increase in Treasury cash and deposits .............  0.1
Increase in other Federal Reserve deposits and

accounts ................................................................  0 .2

Decrease in Federal Reserve f lo a t ...................... 0.2
Increase in money in circu la tion ........................ 1.2

Total ..............................................................  1.7
Decrease in member banks’ reserves.................  0.1
Increase in required reserves..............................  0.8

Decrease in member banks ’ excess reserves . . . .  0.9

Total Federal Reserve System holdings o f Gov
ernment securities at the end o f 1952 amounted to 
$24.7 billion, o f  which $24.0 billion was in the Sys
tem Open Market Account and $664 million was 
held by this Bank under repurchase agreements. 
The exchange o f the remaining $1.2 billion of 2%  
per cent nonmarketable Investment Series bonds 
for  a like amount o f IV2  per cent five-year notes 
eliminated the System ’s nonmarketable bond hold
ings. Approxim ate changes in marketable security 
holdings growing out o f the purchases, sales, re
demptions, and exchanges o f these instruments 
during 1952 included an increase o f  $300 million in 
Treasury bills, a decrease o f $7.7 billion in certifi
cates o f indebtedness, an increase o f  $8.7 billion 
in Treasury notes, and an increase o f $400 million 
in marketable Treasury bonds. This Bank’s share 
in the total Government securities held by the 
System Open Market Account amounted at the 
year-end to $5.6 billion, compared with $5.3 billion 
at the end o f  1951.
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FISCAL AGENCY OPERATIONS

Public debt

Government financing operations during 1952 
included the refunding o f  six maturing issues o f 
certificates o f indebtedness aggregating $29,078 
million and one issue o f bonds amounting to $1,023 
million. Cash offerings o f marketable securities 
comprised an issue o f  2%  per cent Treasury 
Bonds o f  1958 in the amount o f $4,245 million, the 
largest Treasury issue fo r  new money since 1945, 
and two issues o f Tax Anticipation bills aggregat
ing $4,504 million. The regular weekly offerings 
o f  Treasury bills issued during 1952 were in
creased, with the result that the aggregate yearly 
total o f  $67,247 million exceeded the total issued 
in 1951 by $8,767 million.

The net result o f all the financing operations 
was an increase o f  slightly less than $8 billion in 
the public debt during 1952. Bills rose $3.6 billion, 
notes more than $11.8 billion, bonds $2.8 billion, 
and special issues $3.2 billion; partial offsets re
sulted from  declines in certificates o f indebtedness 
o f more than $12.3 billion and in various nonmar- 
ketable obligations o f $920 million.

A n  innovation in Government financing opera
tions was introduced with the offering for  cash, or 
fo r  cash and outstanding long term restricted 
bonds, o f nonmarketable 2%  per cent Treasury 
Bonds, Investment Series B-1975-80, which in turn 
were exchangeable at the ow ner’s option fo r  IV2 
per cent five-year marketable Treasury notes,

Gross Debt of the United States Government
B i l l i o n s  Bi l l i o n s
o f  d o l l a r s  o f  do l l a r s

dated A pril 1 and October 1 o f each year during 
the life o f the bonds. Commercial banks were 
severely restricted in subscription rights, and the 
Treasury Department hoped the deferred pay
ment privilege would be attractive to insurance 
companies and other nonbank investors. Only 
$1,757 million of bonds were taken, however ($523 
million o f the total by Government investment 
accounts).

Cash issues o f  nonmarketable securities during 
the year were confined to the Investment Series 
bonds just described, United States Savings 
bonds, and Treasury Savings notes. There was a 
substantial decline in the sale o f Treasury Savings 
notes during 1952, as compared with 1951, as well 
as a decline in the aggregate redemption of such 
notes, as reflected in the follow ing schedule:

Treasury Savings Notes 
(In millions of dollars)

1952 1951
Issued .................................................  3,726 5,822
Redeemed ...........................................  5,510 6,922
Total outstanding at y ea r-en d ___  5,797 7,581

On May 1,1952, the eleventh anniversary o f the 
original offerings o f  United States Savings Bonds 
o f Series E, F  and G, the intermediate redemption 
schedule o f Series E  bonds was changed to give a 
higher return in earlier years. The over-all inter
est rate was also raised from  2.9 per cent, com 
pounded semiannually, to the legal maximum of
3 per cent, compounded semiannually, by  shorten
ing the term o f  the bond from  10 years to 9 years 
and 8 months. The limitation on holdings was 
raised from  $10,000 maturity value to $20,000 
maturity value. A t the same time, the issuance of 
Savings bonds o f  Series F  and G was discon
tinued, and they were replaced by new series 
designated J  and K , respectively, with higher 
yields (2.76 per cent i f  held 12 years to maturity, 
compared with about 2.53 and 2.50 per cent, re
spectively, on the Series F  and G bonds). The 
combined annual purchase limit for  Series J  and 
K  has been fixed at $200,000, as compared with the 
form er combined limit o f $100,000 for  the Series F  
and G bonds.

A  new current income Savings bond, designated 
Series H, was offered to individuals on June 1, 
1952 as a companion to the new Series E  bond. 
Interest on the new Series H  bond, which is issued 
at par fo r  a term o f 9 years and 8 months and is
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redeemable at par, is paid by check semiannually 
on a graduated rate scale conform ing closely to 
that paid on the new Series E  bond.

The follow ing table summarizes the financing 
operations o f the Treasury Department, and our 
part in them, during 1952, together with compar
able figures fo r  1951:

(In millions of dollars)
Handled by 

Federal Reserve Bank 
Entire country of New York

1952 1951 1952 1951
Marketable Issues
Certificates, notes and bonds:

Exchanged............ 29,498* 35,137* 19,337 19,871
Issued for cash . . . 4,245 - 0 - 2,586 - 0 -
Redeem ed............... 2,048 2,238 872 929

Treasury bills: t 
Issued (and re

deemed) on 
exchange .......... 3,113 4,748 753 2,718

Issued for cash . . . 68,639 56,214 41,150 35,277
Redeemed for cash. 65,019 51,745 39,697 33,683

T o ta l........... 172,562 150,082 104,395 92,478

Nonmarketable Issues
Issued on exchange . . 1,309 13,579 471 6,826
Issued for c a s h ........ 10,584 10,991 3,860 3,127
Redeemed................... 11,685 12,725 4,982 5,178

T o ta l.......... 23,578 37,295 9,313 15,131

* Includes $1,514 m illion in 1951, and $1,316 million in 1952, o f  
m arketable notes obtained in exchange fo r  nonm arketable bonds, 

t  Includes bills o f  Tax Anticipation Series.

Volum e o f work

During the year as fiscal agent o f the United 
States fo r  the issue, exchange, transfer and 
redemption o f marketable securities, we han
dled 2,851,288 pieces having a par value of 
$269,992,070,000, compared with 2,872,814 pieces 
in 1951 having a par value o f $258,187,575,000.

The number o f pieces o f nonmarketable securi
ties handled during 1952 amounted to 24,185,381 
worth $9,964 million, as compared with the pre
vious y ea r ’s total o f 22,974,465 pieces valued at 
$15,509 million.1

A s can be seen from  the table below, the number 
o f pieces o f nonmarketable issues handled in 1952 
showed an increase in Savings bonds, and a 
decrease in Arm ed Forces Leave bonds and Sav
ings notes, as compared with the 1951 volume. The 
decrease in dollar volume o f United States Sav

ings bond transactions reflects, primarily, an 
increase in processing bonds o f smaller denomina
tions together with a decrease in the number of 
larger denominations handled.

Pieces Handled
1952

U. S. Savings bonds:
Issued ................................  11,052,463
Redeemed ..........................  12,092,961
Reissued ............................  936,684

Armed Forces Leave bonds:
Redeemed ..........................  36,654

Savings notes:
Issued, redeemed and re

issued ..............................  59,052
Special notes, International 

Monetary Fund Series:
Issued, redeemed and re

issued ..............................  1 2 1

Investment Series B bonds:
Issued, redeemed and re

issued ..............................  7,446

1951

9,791,295
12,020,550

903,487

154,667

79,871

15

24,580

Total ...................... 24,185,381 22,974,465

Dollar Volum e Handled 
(In millions of dollars)

U. S. Savings bonds:
Issued ...............................................
Redeemed .........................................
Reissued ...........................................

Armed Forces Leave bonds:
Redeemed .........................................

Savings notes:
Issued, redeemed and reissued . . .

Special notes, International Monetary 
Fund Series:

Issued, redeemed and reissued . . .  
Investment Series B  bonds:

Issued, redeemed and reissued . . .

1952

757
839
237

1951

774
963
257

8  34

3,563 5,057

2,410 23

2,150 8,401

l Figures for 1951 were revised and differ slightly from those 
given in the P r e s i d e n t ’ s  R e p o r t  t o  D i r e c t o r s  for 1951.

Total ...........................................  9,964 15,509

Telegraphic transfers o f marketable securities

The volume o f work in handling telegraphic 
transfers o f securities rose to new peaks in 1952. 
Fees for the service, which are collected by the 
sending Federal Reserve Bank, amounted to 
$113,685 and were credited to the account o f the 
Treasurer o f the United States. Significant fig-
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ures on volume o f  transfers, together with com
parable figures fo r  1951, follow :

Telegraphic Transfers
1952 1951

Transfers (outgoing) .......................... 46,985 39,606
Transfers (incom ing) .......................... 36,096 34,050
Pieces handled (outgoing) ................. 350,658 316,813
Pieces handled (in com in g)................. 257,658 206,214
Par amount, in millions (ou tgo in g ). $23,225 $19,824
Par amount, in millions (incom ing). $23,882 $20,393

Reserve stock

A s a precaution against a possible emergency, 
the Treasury Department has established a re
serve stock o f certain Government securities. 
Under the program , our general stock has been 
increased by 275,800 pieces with par value of 
$28,620 million, constituting an estimated three 
months’ supply. Plans have not yet been com
pleted fo r  creating a reserve stock o f Savings 
bonds. However, with the introduction on M ay 1, 
1952 o f  the new form  o f  Series E Savings bond, 
we replaced the unissued stock o f the old form  
o f Series E bond then held by qualified issuing 
agents. A s a part o f the replacement opera
tion, 815,801 old-form  Series E bonds have been 
received, processed, and retained as unissued 
stock. The adoption o f the new form  o f Series E 
Savings bond also enabled the Bank to obtain 
from  all issuing agents a final accounting fo r  the 
old-style bonds.

International Bank for  Reconstruction 
and Developm ent

The Bank, as fiscal agent o f the International 
Bank fo r  Reconstruction and Development, issued 
$50 million o f 3%  per cent bonds o f 1975, dated 
M ay 15, 1952, and $60 million o f  3%  per cent 
bonds o f 1971, dated October 15, 1952. Beginning 
June 1952, tem porary bonds o f the $50 million 
issue o f  3 per cent bonds maturing in 1976 were 
exchanged fo r  permanent bonds. A  comparison 
o f  the volume o f transactions handled during 1952 
and 1951 follow s:

Dollar volume 
Pieces handled (In  millions) 

1952 1951 1952 1951
Issu ed .................................. 62,969 92,108 $110 $150
Redeemed and exchanged. 54,427 167,147 $130 $216

Treasury Tax and Loan Account

The volume o f  work in maintaining Treasury 
Tax and Loan Accounts increased during 1952,

as compared with 1951, both in number o f trans
actions and in dollar volume as shown below :

Treasury Tax and Loan Accounts 
1952 1951

Trans Volume Trans Volume
actions (In  millions) actions (In millions)

Deposits ........ 199,963 $14,879 191,329 $10,415
Withdrawals . . 52,371 14,437 53,231 9,974

Total .. 252,334 $29,316 244,560 $20,389
Collateral security:

Deposits ........ 6,040 $ 6,826 5,189 $ 4,402
Withdrawals . . 4,198 6,119 2,884 3,923

Total . . 10,238 $12,945 8,073 $ 8,325

During 1952 a total o f 18,875 monthly state
ments were forwarded to depositaries, compared 
with a total o f 17,652 statements in 1951. The 
increase in volume was caused prim arily by pay
ment through these accounts for  the 2%  per cent 
Treasury Bonds o f 1958 offered in June, and for 
the Treasury Tax Anticipation bills offered in 
September and November, as well as by the quar
terly tax payments by individuals and corpora
tions in amounts o f $10,000 or over which were 
paid through the accounts.

Foreign Assets Control

This Bank acts as agent o f the Treasury 
Department in administering the regulations 
blocking transactions affecting assets o f Com
munist China and North Korea, and their na
tionals, in the United States. The regulations have 
been a m ajor factor in stopping trade between 
China and the United States.

Our Foreign Assets Control Department an
swers inquiries from  the public, furnishes neces
sary form s and instructions, and acts under 
authorization from  the Treasury Department on 
applications fo r  licenses. During the year, 6,800 
applications fo r  licenses were filed with the 
Foreign Assets Control Department, bringing the 
total to 14,600 filed since December 17, 1950, the 
effective date o f  the regulations.

SECURITY FILES PROGRAM

W e continued to send duplicate records to our 
Security Files unit in Ossining, making daily 
deliveries and generally seeking to improve our 
methods. These records should enable us to recon
struct serial numbers and other identifying data of 
securities which might be destroyed at our offices 
here in the city.
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The Federal Reserve Banks o f Boston, Phila
delphia, and St. Louis were appointed to act as 
agents o f this Bank, in the event o f an emergency, 
and the President, F irst V ice President, and Vice 
Presidents o f this Bank were individually author
ized, in the event o f necessity, to appoint any other 
Reserve Bank as the agent o f  this Bank. Arrange
ments fo r  the handling o f our fiscal agency activi
ties by other Reserve Banks, in the event o f an 
emergency, were cleared with the Secretary o f the 
Treasury.

LOANS AND CREDITS

A s was noted earlier, the shift o f  Federal 
Reserve credit policy from  neutrality to gradually 
increasing restraint caused a marked rise in our 
loans and advances to member banks seeking to 
obtain required reserves. Just before the year-end 
their borrowings reached the highest point in the 
past 32 years. W e continued to supervise these 
borrowings closely to make sure that Federal 
Reserve credit was not being used improperly.

Loans to central reserve New York City banks 
accounted for  the greater part o f the increase in 
volume. However, borrowing activity o f banks 
located outside o f New York City also increased, 
both by number o f banks and total advances. The 
follow ing table shows the dollar volume (in mil
lions) and the number o f accommodations to mem
ber banks in 1952 and 1951:

1952 1951
Volume o f accom m odations...........$23,500 $13,500
Daily average v o lu m e ...................... $181.8 $99.3
Range o f outstandings:

High ...........................................$ 1,025.5* $589.5
Low .............................................  $2.61 $2.6

Highest volume of outstanding ad
vances to members outside New
York C i t y ....................................... $85.1 $87.4

Number o f accommodations...........  3,925$ 3,118
Number o f b a n k s ..............................  350 333

* Reached on Decem ber 26 and lasted through  weekend.
t  Reached on January 1, 1952.
t Includes one rediscount o f  com m ercial paper fo r  a central reserve 

N ew Y ork  C ity ban k ; all others were advances secured by U. S. Govern
m ent obligations.

W e received no applications last year fo r  work
ing capital loans under Section 13b o f  the Federal 
Reserve A ct and have 110 loan o f this type on our 
books at the present time. On March 14, 1952, we 
received final payment in full o f the 13b direct 
loan in the original amount o f $30,000 made in 
June 1950 to Royal Crown Beverage Company of 
Poughkeepsie, Inc., Poughkeepsie, New York.

Loan Guarantees for Defense Production 
(Regulation V )

During 1952 the statutory authority fo r  the 
guaranteed loan program  was further extended to 
June 30, 1953, by amendment to the Defense P ro 
duction A ct o f 1950. The program  continued 
active in this District during the year, although 
there were fewer new applications for  V-Loan 
Guarantee Agreements than in 1951. This decline 
was occasioned, at least in part, by the slowdown 
in certain phases o f  military procurement in 1952. 
However, the volume o f servicing work we per
form ed on behalf o f the guaranteeing agencies in
creased. This work included checking on the cur
rent condition and progress toward liquidation of 
outstanding V-loans, working out, in cooperation 
with the lenders and borrowers, several loans 
that had become “ distress cases,”  studies o f  and 
recommendations on requested extensions of 
maturity, increased loan amounts, and other pro
posed modifications o f agreements.

Acting as fiscal agent o f the United States, we 
received during the year 58 applications— exclud
ing those subsequently withdrawn— for V-loans 
aggregating $331.5 million, compared with 175 
applications totaling $312.9 million in 1951. W e 
also handled 36 requests to amend certain out
standing Guarantee Agreements to cover an ag
gregate o f $50.8 million in excess o f the original 
loan amounts, compared with 22 requests for  an 
additional $34.2 million received the previous 
year. A  number o f the applications and requests 
for  increased loan amounts were received late in 
the year and were still under consideration by the 
Guarantors at the year-end.

During the year, the guaranteeing agencies 
issued 58 new V-Loan Guarantee Agreements to 
cover $370.9 million V-loans, and authorized 36 
increases aggregating $54.6 million in loan 
amounts. Fourteen applications fo r  V-loans total
ing $4.8 million and one request fo r  a loan increase 
o f $5 million were declined. A s a partial offset to 
this rise in guaranteed credits outstanding, 35 
V-Loan Guarantee Agreements covering an au
thorized amount o f $13.0 million were terminated, 
while 26 authorized loan amounts were reduced at 
the request o f the borrowers by $21.5 million be
cause o f a decrease in requirements fo r  working 
capital to finance defense contracts.

A t the year-end, 130 Guarantee Agreements 
authorizing loans aggregating $657.4 million were 
outstanding, and $397.3 million o f this was in use
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by the borrowers. The guaranteeing agencies con
tinued reluctant, except in unusual circumstances, 
to issue Guarantee Agreements covering more 
than 90 per cent o f  any V -loan; the guaranteed 
percentage o f  most frequent incidence was 90 per 
cent, with the average guaranteed percentage, 
80 per cent.

In  the fa ll o f 1952, after more than a year o f 
negotiation between the financing institutions, this 
Bank, and the General Services Administration, 
the latter authorized a V-loan in the amount o f 
$76,750,000 to be made by a group o f banks and 
insurance companies to a subsidiary o f one o f the 
large aluminum companies fo r  the construction o f 
facilities. The loan, as it finally evolved, included 
a number o f unique features departing from  prac
tices usually follow ed in the V-loan program, and 
is to date the largest facility loan that has been 
authorized in this District under Regulation V.

Consumer Credit ( Regulation W )

The control o f  consumer instalment credit, 
which had been reinstated by the B oard o f  Gov
ernors in September 1950, was suspended on 
M ay 7, 1952; statutory authority fo r  the regula
tion expired June 30, 1952. During the portion of 
the year that the regulation was in effect, we rein
vestigated 406 form er violators, and we conducted 
initial investigations o f 1,583 registrants, finding 
326 violators in all. Disciplinary conferences were 
held at the Bank with 53 registrants whose viola
tions were considered serious. In  addition, one 
registrant was referred by us to the Board o f 
Governors and we understand this matter is now 
pending with the U. S. Attorney fo r  the Southern 
District o f New York fo r  the institution o f crimi
nal proceedings.

A t the time o f the suspension o f the regulation, 
approxim ately 17,200 concerns and individuals 
subject to the regulation were registered; o f  this 
number, about 14,600 were not supervised by Fed
eral or State regulatory agencies. During the 21 
months the regulation was in effect, 7,252 initial 
investigations were conducted. Of this number, 
1,554 were found to have violated the regulation; 
in all instances we took disciplinary action either 
through correspondence with the violator or 
through conferences held at this Bank. W e also 
made 582 reinvestigations o f previous violators. 
Ten cases, including the one previously men
tioned, were referred to the B oard o f Governors 
with recommendations for  further action.

The regulation was difficult to administer and 
enforce, because o f  the varied lines o f businesses 
affected, the large number o f registrants, the 
tem porary character o f the authority, and general 
lack o f  understanding o f  its purpose and necessity.

Real Estate Credit (Regulation X )

Under the authority o f the Defense Production 
A ct o f 1950 and the President’s Executive Order 
No. 10161, dated September 9, 1950, the Board of 
Governors o f the Federal Reserve System issued 
Regulation X  effective October 12,1950. Statutory 
authority fo r  the regulation ran to June 30, 1951, 
but was extended to June 30,1952 by legislation in
1951. The statutory authority for  the regulation 
was extended fo r  another year by further amend
ment in 1952 that also provided for  relaxation of 
residential credit restrictions i f  the estimated 
residential construction “ starts”  fo r  three con
secutive months should be below a seasonally ad
justed annual rate o f 1,200,000 units. This period 
o f  relaxation could be terminated at any time after 
the annual rate o f residential construction 
“ starts”  fo r  any three consecutive months ex
ceeded the designated rate. Since residential con
struction “ starts”  fo r  June, July, and August 
1952 were below the rate named, a period o f resi
dential credit control relaxation was announced 
by the Board o f Governors with the concurrence 
o f the Housing and Home Finance Administrator, 
and Regulation X  was suspended by the Board of 
Governors on September 16, 1952.

From  January 1 to September 16, 1952, we con
ducted initial investigations o f 1,201 registrants 
and found 45 inadvertent violators. W e also made 
reinvestigations o f 112 registrants, 13 o f them 
previous violators.

A t the time o f the suspension o f the regulation, 
5,053 concerns and individuals were registered, o f 
whom 3,078 were not supervised by Federal or 
State regulatory agencies. During the 20 months 
the regulation was in effect, 2,504 initial investiga
tions were conducted, and 201 registrants were 
found to have violated the regulation, largely be
cause o f their failure to maintain adequate rec
ords and to obtain required statements from  bor
rowers seeking real estate construction credit. 
During the period o f the regulation, we made 
approximately 400 visits to various registrants 
subject to examination by other supervisory agen
cies, in order to explain the regulation and its

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



FEDERAL RESERVE BANK OF NEW YORK 1 3

requirements. W e also participated in 36 panel 
discussions and group meetings for  bankers, trade 
associations and other groups interested in the 
regulation.

F our sections o f the regulation required special 
attention and considerable administrative work on 
our part. One section provided an exemption from 
the regulatory restrictions fo r  credit extended on 
residential constructions under oral commitments 
made prior to the effective date o f the regulation, 
i f  the facts relative to the commitments were sub
mitted to us. W e received and processed under this 
section a total o f 201 statements regarding com
mitments aggregating approximately $99,900,000, 
involving approximately 8,300 dwelling units. 
Three sections o f the regulation authorized the 
issuance o f certificates o f exemption under specific 
conditions. Under these three sections a total o f 
119 applications were received and 50 certificates 
o f exemption were issued fo r  $20,889,950 o f real 
estate construction credit.

Federal and State agencies supervising com
mercial lenders cooperated fully, and, in general, 
the spirit and letter o f the regulation were care
fully observed.

VOLU NTARY CREDIT RESTRAINT PROGRAM

The Program  for Voluntary Credit Restraint 
was suspended on May 5, 1952 by the Board of 
Governors o f the Federal Reserve System in 
accord with the recommendation o f the national 
Voluntary Credit Restraint Committee and in the 
light o f current economic conditions. This action 
followed a modification o f the Program  at Presi
dential request in March. The Voluntary Credit 
Restraint organization continued on a stand-by 
basis until termination on June 30, 1952 o f the 
statutory authority for  the Program  under the 
Defense Production A ct o f 1950.

The Program , which had been in effect since 
March 9, 1951, had as its principal objective the 
encouragement o f financing institutions to curtail 
nonessential extensions o f credit as a means of 
combating inflationary forces and to assure the 
financing o f projects contributing to the national 
defense effort and to the productive strength of 
the economy.

Since the Program  was voluntary, and since 
many o f the inquiries were oral, complete statis
tics o f its operations are not available. The fo l
lowing tabulation, however, discloses the volume

o f written inquiries received by the regional Com
mittees in this District from  A pril 1951 through 
A pril 1952:

Regional Committee

Written
Inquiries
Received

Amount
Involved

Eastern Insurance V C R C .. . 61 $ 144,668,200
Eastern Investment Banking

V C R C ..................................... 843 $3,045,957,602
New York-New Jersey Mutual

Savings Bank V C R C ........... 1 2 $ 588,000
Second District Commercial

Banking V C R C .................... 83 $ 44,354,950
Second District Savings and

Loan V C R C .......................... None None

The effectiveness o f the Program  cannot be 
expressed in statistics, but the Program  as a 
whole may have served a useful purpose and 
achieved its general objectives under the circum
stances which existed.

CHECK COLLECTION

The volume o f commercial checks collected by 
the Head Office in 1952 established an all-time 
record at 409 million items. This represents an 
increase o f 6 per cent over the 385 million checks 
collected in 1951, the form er record year, and is 
almost double the number handled ten years ago.

Despite this record-breaking check volume, 
there were fewer days than in the previous year 
on which we were not able to process all checks on 
the day o f receipt. This better performance re
sulted, in large part, from  a substantial improve
ment in our personnel situation, which had posed 
many problems in 1951. W e were more successful 
in hiring persons to train fo r  operator positions, 
except fo r  the early morning shift. These trainees, 
with whom we enlarged the staff, were drawn 
largely from  groups o f high school seniors who 
were trained during evening hours on a part-time 
basis. This training program was first adopted in
1951. Since graduation, most members o f these 
groups have continued with us on a full-time basis 
on our day force. In addition, we have been able 
to increase our night force to some extent by hir
ing married women who wish to supplement their 
fam ily incomes.

The rate o f turnover o f operators during the 
year remained high on the night force, but de
creased among day force personnel. Over-all, the
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rate o f  turnover was 48 per cent in 1952, as com
pared with 57 per cent in 1951. A s a result o f  this 
more favorable record, the ratio o f  trained opera
tors to all operating personnel on December 31, 
1952, was 64 per cent, as against 44 per cent at the 
close o f  the previous year.

During the last two months o f 1951, we had in
creased the number o f  p roof machines in the 
Check Department from  203 to 233; during 1952 
virtually the entire installation was replaced with 
new models equipped with electrically actuated 
keyboards. The new machines reduced the fatigue 
factor, and permitted experienced operators to 
show about a 6 per cent improvement in their 
hourly production rate.

These various factors have resulted in more 
productive capacity and stability in the check 
processing force. In  spite o f the expanded check 
volume, hours o f overtime decreased 57 per cent 
from  the 1951 level.

Checks Handled and Personnel Assigned 
at Head Office— 1942-52*

* The sharp drop in requirements fo r  personnel from  1948 to 
1950 reflected a changeover to proof machine equipment. For two 
years beginning about mid-1950, a very high rate o f  personnel 
turnover increased requirements disproportionately.

Visual perception training

During the fall, under the leadership o f an in
structor from  the Reading Institute o f New York 
University, an experimental course in perceptual 
improvement training was given to 13 proof 
machine operators. Although the analysis o f the 
results had not been completed at the year-end,

there were indications that the course had resulted 
in an increase o f  speed and an improvement in 
accuracy, even fo r  those operators who appeared 
to have attained their maximum standards o f per
formance. The training also seemed to reduce the 
fatigue factor, for, after completing the course, 
participants volunteered the information that 
with the application o f their newly improved skill 
they felt less tired at the end o f the day. Exten
sion o f  this training program  to all operators and 
trainees, and to office machine operators in other 
departments o f the Bank, is under consideration.

Nassau County clearing arrangement

In June 1952, we were approached by a commit
tee o f bankers representing the Nassau County 
Clearing House Association and asked to consider 
ways and means o f expediting the collection of 
checks deposited with them that were drawn on 
other banks in Nassau County. Several sugges
tions were considered and a plan was devised to 
encompass, in addition to banks in Nassau County, 
certain banks in Suffolk and Queens Counties. In 
substance, the plan contemplates the establish
ment o f a clearing house within the banking area 
to which such checks would be transported by the 
participating banks at the close o f each business 
day. The checks would be sorted to the individual 
drawee banks at the clearing house and would 
then be transported by automobile from  the clear
ing house to the drawee banks by their agents in 
the early hours o f the follow ing day. The final net 
debit and credit balances o f the respective par
ticipating banks resulting from  the clearings 
would be settled on our books.

W e offered our services and cooperation in the 
organization and initial operation o f the clearing 
center, and agreed to furnish the necessary equip
ment, supplies, supervisory personnel, and two- 
thirds o f the clerical personnel fo r  an organization 
period o f three months. W e stipulated that during 
this period the clearing house should obtain its 
own equipment and personnel to replace ours and 
that, when the new personnel had been sufficiently 
trained, we would withdraw our employees. There
after, our contribution to the clearing house would 
be in the form  o f  a limited membership fee.

A s the year ended, members o f the committee 
were engaged in acquainting other bankers in the 
three counties with the plan we had proposed, with 
the aim o f determining how many banks desired 
to participate.
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Consolidated check shipments

The number o f checks forwarded by air trans
portation in our consolidated shipment program 
increased about 9 per cent in 1952 over the previ
ous year. Shipments to other Federal Reserve 
Banks and Branches o f our own cash letters and 
those o f 33 participating direct-sending banks 
located in the metropolitan area averaged ap
proxim ately 730,000 checks daily. On October 15,
1952, an all-time peak was reached when we fo r 
warded by consolidated air shipments 1,300,000 
checks, a total weight o f more than two tons.

Check Routing Symbol program

The Check Routing Symbol program, which was 
developed jointly by the American Bankers A sso
ciation and the Federal Reserve Banks, continued 
to progress during the past year. In  December
1952, a nationwide survey o f checks in circulation, 
drawn on par remitting banks, indicated that 90 
per cent bore the symbol in the approved location, 
an increase o f 5 per cent fo r  the year. The pro
gram registered gains in all Federal Reserve Dis
tricts, and it is gratifying to note that this District, 
with an average o f 96 per cent, again led the 
country.

Nonm em ber clearing account

W e opened a nonmember clearing account in 
October 1952 fo r  the Government Development 
Bank fo r  Puerto Rico, San Juan, Puerto R ico (a 
government-owned institution), to be used exclu
sively fo r  the purpose o f settling balances in the 
check exchanges among certain Island banks. This 
account was opened after representatives o f our 
Bank met with officials o f the Government Devel
opment Bank for  Puerto R ico and officers o f each 
o f the large Puerto Rican banks to furnish tech
nical assistance for  the establishment o f  such a 
check clearing system.

Postal m oney orders

The processing o f the new form  o f postal money 
order, which was inaugurated on July 1, 1951, 
progressed smoothly during 1952, with 54 million 
money orders handled aggregating $798 million. 
A t the start o f 1952, there were 94 employees 
assigned to this operation, but a reorganiza
tion o f the Money Order Division, together with 
improvements in machine production and in op
erating procedure, made possible a reduction of 
staff requirements to 61 employees by the year- 
end.

Government checks

W e handled 52 million Government checks ag 
gregating $22 billion during the year, an increase 
o f  5 per cent over the number handled in 1951.

CASH OPERATIONS

Counterfeits

During the year 1952, our currency counters de
tected 920 counterfeits amounting to $15,057, a 
sharp decrease from  the previous year when 2,263 
counterfeits amounting to $34,311 had been de
tected. Large scale counterfeiting, first observed 
in 1948, reached its peak in 1950 when 3,157 coun
terfeits amounting to $41,174 were detected. 
Experience in prior years had indicated a normal 
annual expectancy by our counters o f about 400 
counterfeits. About two-thirds o f the counterfeits 
detected during 1952 were in the $10 denomina
tion, and most o f them purported to be issues of 
the Federal Reserve Bank o f Chicago. A  circular 
letter describing new counterfeits was sent to all 
banks in this District in January 1952, with the 
approval and cooperation o f the United States 
Secret Service. Special representatives o f  the 
Bank Relations Department continued to show 
typical counterfeits to banks and others; and cer
tain members o f the Cash Department, through 
arrangements made by the Public Inform ation 
Department, gave talks on counterfeits from  time 
to time to groups o f  interested persons, including 
newly commissioned finance and disbursing offi
cers o f the United States Navy.

Arm ored carrier service

E arly in 1952, 18 banks on the New Jersey 
“ Shore R oute”  in Monmouth County were given 
a weekly delivery service o f currency and coin. 
Previously, banks on this route had been limited 
to pickup service only. B y the year-end, we had 
expanded this service to meet the coin and cur
rency needs o f 417 banking offices.

A rm ored carrier service was interrupted for  
three months, from  early June to September, by a 
strike o f  drivers and guards employed by the 
armored carrier corporations. During this period 
most shipments to and from  member banks nor
mally serviced by us by armored car were made by 
registered m ail; banks in the area affected by the 
strike cooperated in exchanging currency and coin 
with each other, thus reducing the need for  ship
ments to or from  us.
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Coin shortage

Shortages o f  coin, which had been persistent 
during much o f  the year 1951, were all but elimi
nated during 1952. Although our stocks were low 
at times, particularly during the period o f  the 
armored car strike, we were able to fill all orders 
fo r  coin from  early January until mid-December. 
The heavy seasonal demand in the latter part o f 
December made it necessary to ration briefly sup
plies to the larger banks in the metropolitan area 
o f pennies, nickels, and quarters; by the close o f 
the year, however, supplies o f  pennies and quar
ters were again sufficient to fill all orders in full, 
and supplies o f  nickels were sufficient to fill 75 per 
cent o f  the orders from  the larger banks. A ll other 
banks were supplied with the fu ll amount re
quested in all denominations, provided the re
quests did not exceed their estimated normal 
requirements.

W IRE TRANSFERS OF FUNDS

The volume o f  wire transfers handled during 
1952 continued the upward trend o f recent years, 
although the rate o f increase moderated some
what. During the year, 297,157 transfers aggre
gating $276 billion were made, representing an in
crease over 1951 o f 5^2 per cent in volume and 
19 per cent in dollar amount.

T elefax

O f the transfers that we handle, at least 80 per 
cent originate with, or go to, the larger New York 
City banks; until recently, advices and authoriza
tions relating to these transfers were delivered by 
messenger. A s mentioned in the report for  1951, 
we had concluded that facsimile transmission o f
fered the best means o f  expediting transfers o f 
funds to or from  the larger banks. A n experi
mental installation by the W estern Union Tele
graph Company o f Telefax equipment linking four 
local institutions to this Bank operated for  a three 
months ’ trial period early in 1952, and proved that 
facsimile transmission was feasible and worth
while. Subsequently, participation in the new sys
tem was offered to all local banks that felt that 
their volume o f transfers warranted installation 
o f the equipment.

A fter some delay due to a strike at W estern 
Union, Telefax equipment was installed here and 
at 15 member banks, and operations began on 
October 14, 1952. During the remainder o f the 
year, a daily average o f 922 transfer advices and

authorizations were handled by Telefax. There 
have been some mechanical difficulties and a few  
peak periods during which we and some o f  the 
banks have had to use supplementary messenger 
service, but on the whole the new system is living 
up to expectations. The participating banks bear 
50 per cent o f the cost; they are enthusiastic about 
the results o f  the new service. Although the cost 
to us is somewhat higher than messenger service, 
a substantial improvement in service to member 
banks and their depositors has resulted from  the 
use o f  Telefax.

FOREIGN OPERATIONS
Assets held for  foreign and international account

The volume o f  foreign-owned earmarked gold 
and dollar assets at this Bank, which had declined 
during the second half o f 1951, began to rise early 
in 1952. The trend continued generally upward 
throughout the year and largely offset the 1951 
drop. The increase, amounting to slightly over 
$1 billion for  1952, brought foreign assets at the 
year-end to nearly $7.1 billion, as compared with 
the all-time high o f $7.5 billion reached in March
1951. Assets held fo r  the International Bank and 
International M onetary Fund were little changed 
during the year, total holdings o f $3.3 billion at 
year-end being only $38 million above those of a 
year earlier.

Total Gold and Dollar Assets H eld at the Federal Reserve 
Bank o f New Y ork  for  Foreign Account and for 

International Monetary Fund and Bank
Bill ions Billions
of dollars of dollars
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Total Assets Held at 
Federal Reserve Bank o f New York 

for Foreign and International Accounts 
(In m illions of dollars)

Net Change
End of End of End of 1951 to

Foreign  Accounts
1952 1951 End of 195;

Earmarked g o ld .......................................................... 4,285 (a) 4,072(b) +  213
D ep osits ........................................................................ 550 526 +  24
U. S. Government securities .................................. 2,156 1,383 +  773
Miscellaneous securities, commercial paper, and

bankers’ a ccep tan ces........................................... 83(c) 80 +  3

Total— Foreign A c co u n ts .............................. 7,074 6,061 +1,013

International Accounts
(International Fund & Bank)

Earmarked g o ld .......................................................... 1,028 936 +  92
D ep osits ........................................................................ 40 35 +  5
U. S. Government secu rities .................................. 1,733 (d) 1,793(d) —  60
Miscellaneous securities........................................... 525(e) 524(f) +  1

Total— International Accounts ................... 3,326 3,288 +  38
G r a n d  T o t a l ................................................................ 10,400 9,349 +1,051

(a ) Includes $141.6 million as collateral to loans made by domestic commercial banks to Bolivia, Spain, Turkey, and 
Venezuela, and $30.6 million held as collateral to loans to Turkey by Federal Reserve Banks.

(b ) Includes $133.3 million held as collateral to loans made by domestic commercial banks to Bolivia, Spain, and Vene
zuela, and $10.2 million held as collateral to a loan to Turkey by Federal Reserve Banks.

(c ) Does not include bonds having face value of 12.6 million Swiss francs (or a U. S. dollar equivalent o f $3 million).
(d ) Includes noninterest-bearing nonnegotiable demand notes as follows:

1952—$1.3 billion 1951— $1.3 billion

(e) Does not include bonds having face value o f 2.1 million Swiss francs (or a U. S. dollar equivalent o f $.5 million), 
65 million Belgian francs ($1.3 million), .6 million Canadian dollars ($.6 million), and .3 million pounds sterling ($.8 million).

( f )  Does not include bonds having face value o f 17 million Swiss francs (or a U. S. dollar equivalent o f $3.9 million), 
86.8 million Belgian francs ($1.7 million), .4 million Canadian dollars ($.4 million), and .3 million pounds sterling ($.8 
million).

A s is evident from  the accompanying table, all 
the principal types o f assets contributed to the 
rise in foreign account holdings. Of the greatest 
significance, however, was the increase o f $773 
million in investments in United States Govern
ment securities, primarily Treasury bills. Ear
marked gold rose by $213 million, and dollar de
posits by $24 million.

The United Kingdom  increased its gold and dol
lar assets at this Bank by $418 million, net, dur
ing the year.2 The Netherlands added $313 million

2 For the same period, however, U. K. holdings of gold in 
Canada were reduced by the shipment o f $535 million of gold to 
the United States, which approximately offset sales o f gold in the 
United States.

to its assets here, while holdings for Germany 
(Bank deutscher Laender) increased by $81 mil
lion. The other m ajor increases in gold and dollar 
assets were as follow s: Thailand, $87 million; 
Iran, $72 million (representing gold sent here 
from  South A frica  and C anada); the Belgian 
Congo, $58 million; and the Bank for Interna
tional Settlements, $111 million, $52 million of 
which represented assets held by the Bank for 
International Settlements as agent for the Organ
ization fo r  European Economic Cooperation 
(European Payments Union).

Although most o f the accounts showed increases, 
a number had rather material decreases. Indo
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nesia, fo r  example, reduced its gold and dollar 
assets here by $108 million, a substantial part o f 
which was transferred to the Netherlands. Mexico 
reduced its holdings by $62 m illion; Argentina, by 
$54 m illion ; and E gypt and Cuba, by $41 million 
each.

Changes in status o f foreign accounts

Two newly established central banks opened 
accounts with us during the year. They are Banque 
Centrale du Congo Beige et du Ruanda-Urundi, 
which took over the central banking functions fo r 
m erly perform ed by Banque du Congo Beige, and 
Banco Central del Paraguay, which succeeded in 
similar fashion Banco del Paraguay. Banque du 
Congo Beige has closed its account with us, and we 
anticipate that Banco del Paraguay, which con
tinues to carry a nominal balance, will close its 
account shortly. W e also established a dollar 
account fo r  the Government o f Japan, with a sub
account fo r  the Minister o f Finance. This sub
account, which is largely invested in United States 
Government and W orld  Bank securities, has been 
established as an evidence o f good faith in con
nection with settlement o f outstanding Japanese 
dollar bonds.

The account o f  the Central Corporation of 
Banking Companies o f Hungary was closed.

Loans to central banks

Lending on gold to central banks continued com
paratively inactive during 1952, the central bank 
o f Turkey being, as in the previous year, the only 
borrower. The maximum outstanding at any one 
time was $45 m illion ; at the year-end, $29.5 million 
was outstanding. Early in January, the outstand
ing amount rose to $30 million— the maximum that 
Turkey could then borrow  from  us.

A s the year closed, negotiations were being 
carried on involving possible loans (a) on gold to 
the central bank o f Bolivia in the amount o f $9.5 
million fo r  3 months, and (b) on United States 
Treasury bills to the Bank for  International Set
tlements, fo r  very  short periods, in connection 
with the monthly settlements o f the European 
Payments Union.

During 1952, we transferred gold to the account 
o f a New York commercial bank to secure a long 
term loan to the central bank o f Turkey, running 
concurrently with our loans; we also continued to 
hold in  custody fo r  the account o f five United 
States commercial banks gold that had previously

been transferred in our vaults by the central 
banks or foreign exchange authorities o f Bolivia, 
Venezuela, and Spain to secure loans running for  
periods longer than our own lending policy 
provides.

Gold movements
The substantial flow o f gold into the United 

States that developed in the second half o f 1951 
continued during the first quarter o f 1952, when 
the Treasury was a net buyer o f over $560 million 
o f gold. This reflected largely the sale by the 
United K ingdom  o f $520 million. There was little 
activity in the second and third quarters, except 
fo r  M exico’s sales o f $100 million, in addition to 
$12 million sold previously. During the last quar
ter, however, there was an outflow, which became 
well defined in December, accompanying renewed 
discussions abroad o f a possible change in the 
United States gold price. In December, foreign 
accounts bought $257 million o f  gold from  the 
Treasury, o f which the Netherlands purchased 
$100 m illion; the United Kingdom, $80 m illion; 
Mexico, $25 m illion ; and Argentina and Belgium, 
each about $20 million. Over the entire year, how
ever, the Treasury was a net purchaser o f about 
$400 million o f foreign-owned gold.

The work of this Bank in handling gold is mea
sured not only by the purchases of gold from  the 
Treasury, and sales o f gold to the Treasury, for  
foreign account; it also includes sizable transfers 
o f gold held in our vaults between foreign 
accounts. Transfers o f this kind are arranged in 
part directly between the central banks concerned, 
and in part by the Bank for International Settle
ments and by the International M onetary Fund, 
which recently established a service that under
takes to “ match o f f ”  sales orders by central banks 
with similar purchase orders. Total transfers o f 
gold in our vaults during the past year totaled 
$585 million, o f which $193 million was arranged 
through the International M onetary Fund. The 
F und ’s service costs the buyer and seller each 
Vs2 per cent, as compared with the *4 per cent 
charge o f the United States Treasury on a sale o f 
gold by a central bank to the Treasury, and the 
3,4 per cent charge o f the Treasury on a purchase 
o f gold by a central bank from  the Treasury.

U. S. currency and coin

The Foreign and the Cash and Collection Func
tions handled imports fo r  our foreign corres
pondents o f $16.6 million o f United States cur
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rency and $2.8 million of coins, as well as exports 
o f $52.5 million of United States currency and a 
small amount of coins.

Visits to foreign central banks

In March and April, Norman P. Davis, Assist
ant Vice President, visited the Bank of England 
and Banque de France. In May and June, 
L. W erner K noke, Vice President, accompanied by 
Thomas J. R oche of the Foreign Department staff, 
also visited the Bank of England. Mr. Knoke also 
attended the annual meeting of the Bank for Inter- 
ternational Settlements in Basle. In October and 
early November, Allan Sproul, President, visited 
the central banks of France, Switzerland, Italy, 
Germany, Belgium, Netherlands, and England and 
the Bank for International Settlements. Horace L. 
Sanford, Assistant Vice President, and F rank W. 
Schiff, of the Foreign Research Division, visited 
the central banks of Peru, Brazil, Uruguay, 
Argentina, and Chile in October and November.

In a continuation o f the program  providing for 
exchange visits o f staff members of this Bank and 
o f the Bank o f Canada, one member o f the Foreign 
Department and one member o f the Planning 
Department spent two weeks o f observation and 
study in Canada during November.

Meetings o f Experts o f the Central Banks 
o f the American Continent

From February 25 to March 8, 1952, the Third 
Meeting of Experts of the Central Banks of the 
American Continent was held in Havana, under 
the sponsorship of Banco Nacional de Cuba. Pre
vious conferences had been held in Mexico City in 
August 1946 and in Santiago, Chile, in December 
1949. The third meeting was attended by represen
tatives from most of the central banks and similar 
institutions of the Western Hemisphere. The 
Federal Reserve Bank of New York was repre
sented by W alter H. R ozell, Jr., Manager of the 
Foreign Department, and by E. R. Schlesinger, 
formerly of the Research Department. The United 
States delegation was headed by R alph A. Y oung, 
Director of the Division of Research and Statis
tics, and included another member of the staff of 
the Board of Governors of the Federal Reserve 
System, and a member of the staff of the Federal 
Reserve Bank of Atlanta.

The fourth meeting is scheduled to be held in 
May 1954 in W ashington and New York, with the 
Board o f Governors o f the Federal Reserve Sys
tem and this Bank acting as joint hosts.

Foreign visitors

Visits by representatives o f foreign central 
banks and governments in 1952 numbered well 
over 100, exceeding the record number in 1951. 
Besides the Bank for  International Settlements 
and the International Bank and Monetary Fund, 
37 countries were represented, 25 o f them by the 
senior executive officers o f their central banks. 
From  the United K ingdom  alone, we had at differ
ent times visits by 15 persons, either senior officers 
or directors o f the Bank o f England or o f the Brit
ish Governm ent; Australia sent 9 visitors, Austria 
8, Thailand 7, Japan 5, and Belgium and Canada 4 
each. W e provided some with offices for  stays of 
varying duration and arranged fo r  them to 
observe operations o f this Bank and o f commercial 
banks. In addition, other officers and staff mem
bers o f the central banks o f Burma, Ceylon, 
Colombia, Denmark, E l Salvador, France, Mexico, 
Philippines, and Thailand stayed with us for 
somewhat longer periods, reviewing our systems 
and operations.

Staff Group on Foreign Interests

The Staff Group on Foreign Interests, consist
ing o f representatives o f the foreign, legal, and 
research staffs o f  this Bank and o f the Board of 
Governors, held two meetings during the year 
to discuss foreign and international problems in 
the operating and research fields. Two problems 
that had received some attention in 1951 were the 
subject o f further consideration during the past 
year, namely the gold policy o f  the United States 
and o f the International Monetary Fund, and fo r 
eign treaty provisions affecting United States 
banks. The tax status o f interest on time deposits 
held by foreigners in United States banks was 
analyzed, and letters were written to the Treasury 
on the subject. Am ong other topics that the group 
studied and discussed were possible stabilization 
credits by the System, the purposes and terms o f 
Federal Reserve loans on gold, the adequacy of 
im port financing facilities, planning fo r  the pre
viously mentioned 1954 meeting o f central bank 
technicians, and the scope and method o f Federal 
Reserve participation in the new Center for  Study 
o f Latin American Monetary Problems in Mexico 
City. A s in the past, the group gave continuous 
consideration to the efficient staffing o f missions 
requested by foreign governments or official 
United States and international agencies.
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BANK SUPERVISION 

Bank changes

During 1952 the total number o f national banks 
and State banks and trust companies in this D is
trict declined from  848 to 826, while the number o f 
member banks declined from  737 to 720. The 
declines resulted from  the following changes:

National Banks
Absorbed by other national banks.............................. ... 8

Absorbed by State member banks.............................. ... 1
Absorbed by State nonmember banks...........................1
Converted to State nonmember banks...........................2

State Member Banks
Absorbed by national banks......................................... ...5
Absorbed by other State member banks.......................2
Withdrew from m em bership..........................................1

Nonmember State Banks
Absorbed by national banks......................................... ...1
Absorbed by State member banks.............................. ...2
Absorbed by other State nonmember banks............. ...2
Admitted to m em bersh ip ............................................. ...3

The return o f three State banks to member
ship was a direct result o f amendments adopted 
July 15, 1952, to the provisions o f Federal law 
requiring certain minimum capital fo r  the estab
lishment o f out-of-town branches. These three 
banks had previously withdrawn fo r  membership 
because they wanted to establish out-of-town 
branches, but could not meet the capital require
ments under Federal law. Since they were per
mitted to do so under State law, they withdrew 
from  membership to avoid the Federal restriction. 
The amendments to the Federal law eased this 
requirement and they returned to membership. 
W e are hopeful that several other State banks 
that withdrew from  membership in recent years 
fo r  the same reason will again seek membership.

In  the ten-year period from  1943 through 1952, 
the total number o f commercial banks in this 
D istrict declined from  978 to 826. During this 
period, there were 155 mergers and absorptions. 
During the same period, the number o f member 
banks declined from  799 to 720.

Bank mergers and branch banking

Bank mergers and absorptions and the estab
lishment o f branches continued at about the same 
rate in 1952 as in the past several years. The A ct 
o f July 15,1952, referred to above, imposed a new

requirement on State member banks that they 
obtain the approval o f the Board of Governors 
o f the Federal Reserve System before establish
ing any in-town branch. Since that date, we have 
been making a field investigation and a recom
mendation to the B oard o f Governors, in connec
tion with each application o f a State member bank 
fo r  the establishment o f an in-town branch, in 
addition to investigations and recommendations 
concerning out-of-town branch applications. In 
1952 we made 13 investigations o f out-of-town 
branch applications and 10 investigations of 
in-town branch applications.

Notwithstanding the continued decline during 
the year in the number o f commercial banks, the 
establishment o f new branches has brought about 
an increase in the number o f banking offices from  
1,814 to 1,832.

Capital adequacy

During 1952, our Bank Examinations Depart
ment has been experimenting with a new approach 
to the problem o f attempting to measure more 
accurately the adequacy, or inadequacy, o f a 
bank’s capital position.

One o f the two standard conditions o f member
ship in the Federal Reserve System requires that 
a member bank maintain capital “ adequate in 
relation to the character and condition of its 
assets and to its deposit liabilities and other 
capital responsibilities.”  In  the past, we have 
attempted to obtain a rough measure o f capital 
adequacy on the basis o f  various ratios, such as 
the ratio o f capital to deposits or to total assets, 
or the ratio o f capital to so-called risk assets. 
These, at best, were very rough benchmarks and 
were used prim arily as screening devices to find 
those banks that required further detailed study 
in order to examine more closely the adequacy of 
their capital.

W e have now developed a form ula that helps to 
establish objectively the minimum amount of capi
tal in dollars we would expect a bank to have, by 
reference to the quality and volume o f its own 
assets, rather than to general ratios and percent
ages. M ost banks, o f course, should as a practical 
matter have more capital than the indicated mini- 
mums. The minimum amount under our formula 
is arrived at by assigning various percentages, as 
required capital protection, against a bank’s as
sets, which have been segregated into six rough 
groupings. These range in degrees o f risk and
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liquidity from  cash assets against which no capital 
is needed, to banking house and equipment against 
which a full 100 per cent capital requirement is 
suggested.

Our new approach is still not an accurate sta
tistical gauge o f capital adequacy. W e do not 
believe that such a gauge is feasible since the ques
tion o f  capital adequacy involves a number of 
intangible factors, such as the character o f a 
bank’s management, the economy o f the com
munity in which it is located, and the quality o f 
its assets in any particular category. W e do think, 
however, that we have evolved a more selective 
screening device, which reduces the further anal
ysis o f intangibles to a minimum and provides a 
more equitable basis o f comparing one bank with 
another.

This approach has engendered a considerable 
amount o f interest in banking circles all over the 
country. W hile no formula can supply the com
plete answer, it seems to be the consensus o f the 
bankers who have studied our new approach that 
it is a realistic and practical one. W e have also 
found it an effective argument in discussing the 
need fo r  additional capital with our member bank 
directors and officers.

R.F.C. investment in m em ber banks
Reconstruction Finance Corporation investment 

in member banks in this District was further 
reduced in 1952. Toward the latter part o f  1951, 
the R.F.C. announced that after February 1,1952, 
it would no longer feel obligated to give 90 days ’ 
written notice before selling its investment to 
anyone making a satisfactory offer. A s a result 
o f this announcement, 30 member banks com
pletely eliminated the R.F.C. investment during 
1952, and one other is in process o f eliminating 
its preferred capital. About 95 per cent o f  the 
remaining R.F.C. investment is in three State 
member banks.

The follow ing table shows the original R.F.C. 
investment in banks in this District and the invest
ment at the end o f 1952, with comparable figures 
fo r  1951 (retirement and par values are in 
m illion s):

Original investment
No. of Retirement N o. of
Banks Value Banks

State m em b ers ......... 156 $181.5 4

BANK RELATIONS

During 1952, the Bank Relations Department 
continued its efforts to develop a better under
standing o f  the functions and operations o f  the 
Federal Reserve System, and to maintain friendly 
and cooperative relations with bankers in this 
District.

Our Special Representatives made over 2,000 
visits to banks; in addition, 25 officers spent a 
week each with representatives making these calls. 
The program  o f  holding bankers’ meetings in our 
Bank was also continued in 1952. Groups o f from  
8 to 15 bank officers, usually from  the same or 
adjacent counties, were invited to come in and see 
our operations. A fter luncheon, Federal Reserve 
policies and their relation to the current business 
situation were discussed under the leadership o f 
our officers and staff economists. Ten o f these 
meetings were held during the year; by June of 
1953, all banks in the Head Office territory will 
have had an opportunity to participate in these 
meetings.

Our representatives also attended nearly all of 
the various meetings held by banking organizations 
in the District, from  the county level up. W e were 
represented at one national convention, six State 
conventions, and 112 other meetings. Officers and 
staff members took an active part in the programs 
at 20 bankers ’ meetings, and in addition made 66 
appearances as speakers before service clubs and 
other nonbanking organizations. Bank Relations 
representatives also exhibited films on the Federal 
Reserve System before 20 service groups and 
other organizations.

Our program  o f offering technical assistance to 
member banks on some o f their operating prob
lems was continued and somewhat expanded dur
ing the year. P rior to 1952, our efforts were con
fined largely to check handling operations and 
credit file installations. Shortly after the first o f 
the year, however, we added a third technical 
assistance service to member banks: a survey of 
internal control and audit procedures. Since then, 
389 banks in the District have requested this serv
ice. The survey is made by qualified representa-

December 31,1951 
No. of Par Retirement 
Banks Value Value

$43.3 
4.2

$47.5

December 31,1952
Par Retirement

National b a n k s ......... 293 147.4

T o t a l ...........  449 $328.9

Value

$8.3
.4

~$8/7

Value

$33.8*
1.4

$35.2

19
19

38

$13.3
2.1

$15.4
* Retirem ent o f  an additional $120,000 at par value approved b y  this Bank and State authorities.
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tives who visit a member bank at its request 
and analyze operational procedures to determine 
whether or not they provide adequate internal 
safeguards and controls. In addition, where an 
auditing program  exists, its scope is analyzed to 
ascertain whether or not it meets generally recog
nized auditing standards. A  written report, evalu
ating its internal controls and auditing proce
dures, is given to the bank at the conclusion of 
the survey. Suggestions and recommendations for 
im proving the audit program, or tightening the 
methods in use, are also submitted to the member 
banks fo r  their consideration. I f  a bank does not 
have any form al audit program, we recommend 
that one be form ulated and submitted to the 
bank’s directors for  approval.

W e have also expanded our technical assistance 
service to include a survey o f loan department 
operations. This service is in addition to the 
assistance we render through the credit file 
program.

The popularity o f the technical assistance pro
gram is shown in the follow ing table:

Date
started

Pending 
Visits requests 
made for visitsField o f survey

Transit and bookkeeping.. September 1949 450 140 
Credit (including loan

operations) .......................  September 1949 220 65
Audit and control............... January 1952 102 287

During 1953, we hope to add substantially to the 
staff doing this work in order to reduce the back
log o f  unsatisfied requests for  these important 
services.

Various officers o f the Bank have attended the 
weekly staff meetings o f the Bank Relations 
Department to discuss problems o f particular 
interest to their functions. This practice was con
tinued and expanded during the year to provide 
fo r  regular attendance, in rotation, o f chiefs o f 
operating divisions o f  the Bank. The program  
should produce a closer understanding and liaison 
between our field representatives and the operat
ing staff.

In  March 1952, we announced by letter that a 
collection o f United States currency and coin was 
available on loan to member banks fo r  lobby dis
play purposes. The response was immediate, and 
nearly two hundred requests fo r  the exhibit have 
been received. Two exhibits are now in circula
tion, with the borrow ing bank getting the collec
tion fo r  display for  a period o f one week. During

the year, 82 banks displayed the exhibits, and 
requests now on hand will keep the collections in 
circulation throughout 1953, or longer. The Bank 
Relations Department arranges the schedule o f 
showings and is responsible for  the care, trans
portation, and exhibition o f the collections.

PUBLIC INFORM ATION

The Public Inform ation Department, with a 
prim ary responsibility fo r  trying to increase pub
lic understanding o f the purposes and functions 
o f the Federal Reserve System and o f  this Bank, 
handled a daily average o f more than 85 tele
phoned and personal requests, and more than 40 
letter inquiries, fo r  information, publications, 
films, and guided tours during 1952. The Depart
ment is also a service organization for  other func
tions in the Bank, advising them on request in the 
drafting and printing o f circulars, bulletins, and 
other publications; drafting and distributing 
press releases on their activities; and participat
ing in “ educational”  staff meetings.

The position o f Chief, Public Inform ation Divi
sion, was created and filled in A pril to improve 
the organization and operations o f the Depart
ment.

Publications

A  second volume (in a projected series) o f 
articles reprinted from  the M onthly Review  was 
published in March. B y  the end o f the year, more 
than 13,000 copies o f this 33-page booklet, M oney  
M arket E ssays, had been distributed, largely to 
college teachers o f money and banking for  redis
tribution to their students. The earlier volume, 
Bank R eserves, continued in demand, and nearly
10,000 copies were needed to satisfy requests. 
More than 36,000 copies o f a more elementary 
booklet, A  D a y ’s W ork  at the Federal R eserve  
Bank o f New York, were distributed during the 
year, mainly to A IB , high school, and college 
teachers fo r  use in their classes. Circulation of 
the W eekly News Review  continued to grow, with 
about 17,000 copies going to member banks at the 
year-end.

Through the use o f Bank circulars, we continued 
to inform  member and nonmember banks and 
other financing institutions in the District o f all 
matters affecting our dealings with them, such as 
changes in the terms and conditions o f  our serv
ices, amendments to regulations o f the Board of 
Governors, and offerings o f  Government securi
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ties. M ore than 90 different mailing lists com pris
ing approxim ately 50,000 names were used to 
direct these publications. The number o f  circulars 
issued in 1952 declined from  the 1951 total because 
o f  the suspension o f Regulations W  and X  and the 
termination o f  the Voluntary Credit Restraint 
Program . The number o f circulars issued as fiscal 
agent o f the United States was reduced by one, 
but the total copies printed rose almost 5 per cent 
above the level o f  the previous year.

A  tabulation o f  circulars and periodicals dis
tributed to member banks and to interested mem
bers o f  the public during the last four years 
fo llow s:

All Fiscal agency Annual
circulars circulars Report Monthly Review

Monthly
Issued Pieces Issued Pieces Pieces Pieces Average

1949 148 1,110,395 85 795,100 19,000 246,300 20,525
1950 131 1,189,000 76 580,200 20,000 239,400 19,950
1951 215 2,112,625 102 804,200 22,500 260,300 21,691
1952 147 1,242,800 101 841,700 24,000 281,700 23,475

During 1952,197 internal bulletins, aggregating 
over 65,000 pieces, were distributed to our officers 
and other staff members to make announcements 
and to give them information concerning internal 
procedures o f  the Bank. To effect this distribution 
efficiently, thirteen different distribution lists com
prising about 500 names were used.

W ork  in progress at the end o f 1952 included an 
em ployees’ manual being produced for  the Per
sonnel Department and a booklet on coins and 
currency fo r  the Bank Relations Department, 
which will furnish it to member banks for  distribu
tion to their customers.

F ilm s

In addition to lending 14 prints o f three films on 
the Federal Reserve System for 286 showings to 
bank, school, civic, and other interested groups, 
we continued work on plans fo r  producing a film 
o f our own. A  producer was selected, a writer 
assigned, and by the end o f the year a script had 
been developed and recorded on tape in order to 
better judge the quality o f the explanatory mate
rial and dialogue. This recording was tested on a 
group o f new employees and played fo r  the offi
cers, so that we could take the fullest advantage 
o f criticisms and suggestions fo r  improvement.

Guided tours
The Public Inform ation Division assumed re

sponsibility fo r  administering the guided tour

program  in January 1952, and placed emphasis 
on making the tour program  appealing to high 
school and college groups especially. In achieving 
this end, discussion sessions on Federal Reserve 
operations and policy were arranged for  these 
groups, whenever possible. An analysis o f visitors 
for  1951 and 1952 is given below:

1952 1951

High s ch o o l......... . . . .  2,223 1,784
C o lle g e ................. . .  . .  1,682 1,036

6 6 8 1,069
. . . .  1,035 473

T o ta l .................  5,608 4,362

A  new Exhibit Room  (room  145) was opened in 
May, to provide an appropriate starting place for  
tours and for  discussion sessions, and for  use by 
groups within the Bank for informal meetings and 
conferences. To provide adequate and effective 
guide service fo r  our increasing number o f visi
tors, a second full-time guide was added to the 
staff, and the number o f “ occasional”  guides 
drawn from  other departments o f the Bank was 
about doubled. A  22-page, illustrated “ Handbook 
fo r  Guides”  was prepared for  use in training the 
new “ occasional”  guides; this also served as a 
basis for  a refresher course given to all the experi
enced “ occasional”  guides on our staff. Regular 
weekly tours fo r  new employees were begun and, 
in cooperation with the Personnel Department, 
plans were made toward the end o f the year to 
provide tours and discussion sessions for  all 
“ o ld ”  employees o f the Bank desiring them.

S p eech es

Providing speakers fo r  appropriate occasions 
continued to be an important aspect o f our pro
gram o f  public information. In cooperation with 
the Bank Relations Department and Research De
partment, we provided speakers fo r  a series o f 
meetings with Second District bankers held at the 
Bank in 1952. Speakers were also provided fo r  a 
number o f  other bank occasions, such as meetings 
o f county bankers associations and clearing house 
groups, and for  a variety o f nonbank groups, such 
as service clubs, professional societies, schools 
and colleges, and teachers’ conferences. In all, 
officers and staff members o f the Bank made 134 
public addresses during the year, to audiences 
totaling over 10,000. In an effort to make the 
position o f  the Federal Reserve System in the 
economy, and its role in attempting to promote
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high-level economic stability, easier to under
stand, we developed an illustrated “ flannel 
board”  lecture and demonstration on the general 
subject o f “ The Economy, The Money Supply, 
and Bank R eserves,”  which was presented with 
considerable success during the year to a large 
number o f  bank, civic, school, and teacher groups.

R ela tio n s  w ith  s ch o o ls  an d  co lleg es

"We increased our efforts to develop a strong 
program  o f relations with schools and colleges, 
especially with high school teachers o f social 
studies and college teachers o f  economics and 
money and banking, as an integral part o f our 
public information activities. In  addition to sup
plying publications fo r  use by teachers and for 
distribution to students, furnishing speakers, ar
ranging film bookings, and encouraging teacher 
and student groups to visit the Bank fo r  tours and 
discussion sessions, we made plans fo r  the three- 
day seminar fo r  college teachers that was held at 
the Bank in February 1953; and we did more work 
with and fo r  the Joint Council on Econom ic Edu
cation. The latter included an increased participa
tion in regional workshops by officers and staff 
members, joining with the System ’s Committee on 
Education and Publications in making educational 
materials more readily available, and accepting an 
assignment from  the Committee and the Joint 
Council to produce early in 1953 a simple explana
tion o f the role o f money and banking in our 
economy fo r  use by secondary school teachers.

RESEARCH

During the year, the Research Department was 
prim arily concerned with studies bearing upon 
the policy, procedures, and day-to-day implemen
tation o f monetary and credit controls. W hile 
emphasis necessarily was given to United States 
problems in this area, substantial work was also 
done on the monetary systems o f  other countries, 
and on problems relating to the desirability o f 
attaining freer convertibility between other cur
rencies and the dollar. In  addition, the Depart
ment continued to perform  its regular research 
and statistical activities, including numerous 
studies analyzing developments here and abroad, 
the preparation and release o f data on financial 
and economic developments, and preparation of 
the semimonthly Rusiness and Financial Sum
mary, the M onthly Review  o f Credit and Rusiness 
Conditions, and the Bank’s Annual Report.

D o m estic  s tu d ies  a n d  p u b lica tio n s

A s a service to member banks, the Department 
initiated, and subsequently turned over to the 
Publications Division, distribution o f the article 
prepared monthly on current business develop
ments for  the Rusiness and Financial Summary; 
by the year-end, 2,300 copies were being distrib
uted each month. Another innovation has been to 
include in this Summary at the end o f each month 
a more comprehensive discussion o f  the interre
lations between System policy and money market 
developments than could practicably be included 
in the published article on the money market that 
appears regularly in the Bank’s Monthly Review. 
The Department continued to provide speakers on 
financial and economic topics fo r  bankers’ and 
civic groups throughout the District, and to pre
sent a discussion o f  the current business situation 
at each o f  the luncheons for  visiting bankers’ 
groups arranged by the Bank Relations Depart
ment. The second o f  a projected series o f  pamph
lets describing the organization and functioning 
o f the money and securities markets was published 
during 1952, entitled M oney M arket E ssays; by 
the end o f the year approximately 13,000 copies 
had been distributed by the Publications Division.

A t the request o f the B oard o f  Governors, we 
participated in three Systemwide surveys. One 
concerned the availability and cost o f credit to 
small business in the Second D istrict; a second, 
in which we assisted the Credit Department, was 
a survey o f real estate activity in this D istrict; 
and the third was a revival o f the Retail Credit 
Survey that was made regularly until a year ago. 
In addition, an analysis o f  the impact o f  excess 
profits taxes upon bank earnings in this District, 
begun in 1951, was completed and transmitted to 
the Board o f Governors. Other surveys were con
ducted to determine the amount o f  nonconsumer 
debt included in the single-payment loans to indi
viduals that are reported by member banks, to en
large the consumer credit sample fo r  household 
appliance stores, and to test the practicability o f 
obtaining additional inform ation through the 
System ’s annual Survey o f Deposit Ownership. A  
project was under way at the close o f the year 
to test the adequacy o f  the coverage provided by 
our quarterly reports o f the interest rates charged 
by member banks on commercial loans.

In cooperation with the Planning Department, 
the Research Department completed studies, ini
tiated in 1951, on the long-run space and real
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estate requirements o f  the Head Office and Buffalo 
Branch. These studies involved projections of the 
volume o f  work likely to be done by the Bank in 
1975.

Members o f the staff engaged in a number of 
conferences in the Bank, at the Board o f Gover
nors, and at outside agencies and academic insti
tutions, relating to current economic and credit 
developments, and to broader problems o f eco
nomic analysis and policy. A  number o f memo
randa and articles were prepared, and many were 
subsequently published in academic journals or by 
various university presses. Some o f the outstand
ing studies prepared during 1952 w ere :

Savings and Inflation
Life Insurance Companies and the Securities Markets
Changes in the Federal Debt Structure between 1945 

and 1952
Recent Changes in Savings Bond Terms in Canada 

and the United States
Measuring the Neutrality of Federal Open Market 

Operations
A  Note on Recent Monetary Policy in the United States
The Integration o f  Debt Management and Open 

Market Operations

F o r e ig n  a n d  in te r n a t io n a l  s tu d ie s  a n d  p u b l ic a t io n s

Research studies in the foreign  and interna
tional field during 1952 had an unusually broad 
range. Am ong the m ajor topics to which attention 
was devoted were the prerequisites and conditions 
o f a return to currency convertibility in important 
foreign countries, the scope and significance of 
postwar private short term international capital 
movements, the progress and problems o f E uro
pean economic integration, and the international 
raw material situation. Continuous study was 
made o f  international trade and exchange prob
lems, o f developments affecting the international 
transactions o f the United States, and o f changes, 
and proposed changes, in this country’s foreign 
economic policies, including the foreign aid pro
gram. The future behavior o f the United States 
balance o f  payments was assessed in the light o f 
foreign and domestic policies and developments. 
The report published by a group o f United Nations 
experts (the “ Angell Committee” ) on methods of 
attaining international economic stability was sub
jected to analysis, as was the comprehensive 
survey o f form er President Trum an’s Materials 
P olicy Commission (the “ Paley Commission” ). 
A  survey was made o f the availability o f nonbank 
financing facilities fo r  small importers in the New

York area. The Department also analyzed recent 
proposals fo r  the establishment o f  an Interna
tional Finance Corporation and an International 
Development Authority.

The Department maintained the usual flow of 
information to the Foreign Department regarding 
developments in foreign exchange controls and 
rates, changes in the legal status or financial con
dition o f foreign  central banks, and economic and 
financial conditions and developments abroad. 
Answers were given to many outside inquiries on 
foreign and international financial and economic 
topics.

The following is illustrative o f the numerous 
papers on foreign and international matters that 
were circulated to certain officers and directors 
during 1952:

Some Observations on Balanee-of-Payments Instability 
during 1950-52 

Recent Developments in Foreign Dollar Bonds: New 
Issues and Debt Settlement 

United States Private Foreign Investment and Dollar 
Shortage

The Position and Prospects for Sterling 
New Trends in Swedish Monetary Policy 
Reorganization o f Western Europe 
The French Inflation
Brazil’s Current Foreign Exchange Position 
The European Payments Union after Two Years 
Prospects for  the German Balance o f Payments 
Monetary and Debt Management in Australia 
The Economic Situation in Argentina

F o r e ig n  m iss io n s  a n d  a s s ig n m e n ts

The Department continued to be subject to 
heavy demands for the services of its economists 
and technicians for temporary foreign assign
ments. The one-year leave of absence of 0 . Ernest 
Moore, Manager, who had gone to Haiti under 
United Nations auspices in April 1951 as financial 
adviser, was extended at the request o f the Haitian 
Government to October 1952. A rth u r I. Bloom
field , Senior Economist, was on leave of absence 
from December 1, 1951, to April 1, 1952, serving 
as financial adviser to the United Nations agencies 
in Korea. Under the auspices of the International 
Bank, George Garvy, Senior Economist, spent two 
weeks in Panama in September to advise on fiscal 
problems, and a further two weeks at the end of 
the year to survey the monetary and banking sys
tem o f Panama. H orst Mendershausen spent 
more than two months during the summer in 
Colombia, where he was the economist on a mis
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sion requested by the Department of Caldas 
(Colombia) for the purpose of surveying the 
economic, fiscal, and administrative problems of 
regional government in that area. Ph ilip  J. 
Glaessner, who since August 1951 had been serv
ing as economic officer with the Joint Brazilian- 
United States Commission for Economic Develop
ment in Rio de Janeiro, was granted extensions 
of his leave o f absence through early June 1953. 
Frank W. Scheff made a two-month trip to 
visit certain central banks in South America. In 
February and March, Eugene R. Schlesinger was 
one o f this Bank’s delegates to a two-week con
ference in Havana o f central bank technicians of 
the Western Hemisphere. Upon the return of John 
S. Morgan in September from a year’s service 
with the economic staff of the United Nations 
Relief and Works Agency for Palestine at Beirut, 
Lebanon, a year’s leave of absence was granted 
Frederick Loud to serve in the same capacity.

Library

The use o f  the Research L ibrary by members 
o f the Research Department, and by the officers 
and staff o f the Bank, continued to increase. A t 
the end o f  1952, book circulation had reached a 
monthly rate o f 1,000, and magazine circulation 
6,900, representing increases o f about one-fifth 
over the peak rates o f  use reached in 1951. The 
average number o f  requests fo r  information was 
more than 1,300 a month during 1952, also an 
increase o f  about one-fifth. Circulation o f the 
Daily N ewspaper Revieiv, the most widely known 
service o f  the Library, continued to increase, with 
year-end daily distribution at approximately 2,000. 
The Library News, which lists new accessions, was 
also in increased demand because o f its usefulness 
as a check list o f important current economic and 
financial literature.

P E R S O N N E L

Reductions in the need fo r  personnel, stemming 
from  termination o f  consumer and real estate 
credit controls and o f the Voluntary Credit 
Restraint Program , together with improvements 
in operating methods, largely offset increased 
requirements resulting from  the rise in the volume 
o f work o f  most functions during 1952. There was, 
therefore, a halt in the growth o f staff that 
had characterized the preceding year. Average 
monthly employment rose during the first quarter 
o f 1952 (the peak day fo r  the year was A pril 2, 
when 3,900 were on the payroll), and then declined

rather steadily through the rest o f the year. The 
year-to-year decline on December 31 was almost 
1 per cent, although salary liability was nearly
4 per cent higher. This disparity reflects salary 
revisions fo r  certain jobs reviewed after a survey 
o f community pay scales, the increases awarded 
in the year-end salary review, and a more rapid 
salary progression fo r  successful trainees coming 
out o f  our intensified training program.

The labor market was characterized by a con
tinuing and even increasing stringency during the 
year. W e found the available supply o f high 
school graduates progressively smaller than in 
previous years, reflecting both the comparatively 
low birth-rate years o f  the 1930’s and the fact that 
more high school graduates go on to college than 
heretofore. W e therefore placed greater emphasis 
on recruiting high school students and drawing 
them into our employ on a part-time basis prior to 
graduation. In general, developments during the 
year continued to give evidence o f the importance 
o f careful initial selection o f new employees and 
maintaining a high level o f job  satisfaction among 
those we wish to keep in our employ.

S a la ry  a d m in is tr a tio n

In the administration o f merit and promotional 
salary increase policies, we recognized that special 
conditions influencing salary rates paid fo r  par
ticular jobs in the New York metropolitan area 
should be considered. A s a result, a thorough 
study was made o f how salaries paid in the Bank 
fo r  certain jobs compared with salaries paid by 
other employers fo r  similar jobs. W ithin the 
limits imposed by wage and salary stabilization 
regulations, corrective adjustments were made 
from  time to time during the course o f the year 
in the salaries that appeared to be substantially 
below the market.

In  view o f the continuing upward movement 
o f salaries in the New York metropolitan area 
and the consequent need to keep currently in
form ed o f  changes in wages and salaries being 
paid by others, a program  was developed early 
in 1952 calling fo r  the exchange o f  salary rate 
information between this Bank and certain pro
gressive employers more frequently than once a 
year, as had been our practice. W e were there
fore aware as early as mid-year that average wage 
and salary rates paid by other employers partici
pating in the program  had moved ahead o f our 
rates, and that by September the deviations had 
widened somewhat further. Analysis o f  the salary

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



FEDERAL RESERVE BANK OF NEW YORK 27

data for  jobs at particular levels o f responsibility 
and difficulty indicated that our lag behind the 
market was generally greatest in jobs at the 
higher levels. On November 20, 1952, the Board 
o f D irectors approved increases in the salary 
ranges o f the four highest job  grades (X III -X V I) 
ranging from  $150 in the minimum o f Salary 
Grade X I I I  to $600 in the maximum o f Salary 
Grade X V I. These adjustments were approved 
by the Salary Stabilization Board on December 12,
1952.

On December 18, 1952, the Board o f Directors 
approved individual merit salary increases, deter
mined in the regular year-end review o f  salaries 
o f  all employees, amounting to 4.63 per cent o f 
total salary liability at the Head Office, and 4.48 
per cent o f total salary liability at the Buffalo 
Branch. The salary grade adjustments and the 
individual merit increases served to bring our 
salary scale more nearly in line with those of 
employers in this area whose salaries and working 
conditions we consider progressive.

Under our Job Evaluation Program , we still try 
to maintain a proper internal alignment o f jobs 
and salary ranges through a regular review and 
re-evaluation o f job  duties and responsibilities. 
This policy entailed the review o f  238 jobs and 
the revision o f 134 job  descriptions in order to 
reflect properly the duties perform ed and the 
knowledge and skills required. Revision o f job 
descriptions resulted in changes o f so-called point 
values fo r  102 jobs— 14 per cent o f  the total— at 
the Head Office and fo r  10 jobs— 11 per cent o f the 
total— at the Buffalo Branch.

N u m b e r  o f  e m p l o y e e s

A t the year-end we had a total o f 3,744 persons 
in our employ, or 31 fewer than at the close of 
business on December 31,1951.

The following table and chart present some 
basic statistics on Head Office employment:

1948 1949 1950 1951 1952
Employees, close o f busi

ness December 3 1 ............ 3,771 3,441 3,385 3,775 3,744*
Employees, average num

ber, engaged in work re
imbursable by U. S. Govt.
and its agencies............... 690 590 541 530 540

Employees, average num
ber, all o th e r ....................3,141 3,050 2,839 3,084 3,263

Applicants .............................8,050 4.531 4,648 9,092 6,229
H ire d .........................................  767 282 553 1,245 835
Separations! ............ ...........  750 612 602 852 866
Dismissals (included in 

Separations)...................... 158 210 109 87 30

* Includes 45 short-hour student em ployees and 25 cooperative 
program  em ployees.

t  Includes those who resigned, retired, died, o r  w ere dism issed.

The following table shows the distribution of 
Head Office employees according to length o f  serv
ice; it is gratifying to note that 467 o f  these 
employees, or approximately an eighth o f our 
total staff, have been with the Bank fo r  25 years 
or m ore :

Number of
Percentage of 
total number

Length of service employees of employees
35 years or m o r e ...................... 66 1.8
30 years to 34 years inclusive 213 5.7
25 years to 29 years inclusive 188 5.0
20 years to 24 years inclusive 294 7.8
15 years to 19 years inclusive 149 4.0
10 years to 14 years inclusive 596 15.9

5 years to 9 years inclusive 710 19.0
Less than 5 y e a r s ...................... 1,528 40.8

Total (December 31 ,1952) . . 3,744 100.0

H e a d  O f fi c e  s a la r y  l ia b i l i t y

On December 31, 1952, salary liability (includ
ing reimbursable salary) at the Head Office was 
$14,099,842 ;3 the comparable figure in even thou
sand dollar amounts fo r  previous year-ends was 
$13,576,000 (1951), $11,779,000 (1950), $10,929,000 
(1949) and $11,496,000 (1948).

E m p l o y e e  b e n e f i t s

1. N oncontributory active service death bene
fit.— During the year, 10 Head Office staff mem
bers died and their beneficiaries received a total 
o f  $42,149 in death benefits under insurance cover
age provided by the Bank without cost to 
employees.

3 Includes salary increases amounting to $620,710 effective as o f  
December 25, 1952.

Fluctuations in Average Yearly Head Office 
Employment— 1948-1952

T h o u s a n d s  T h o u s a n d s  
o f  e m p l o y e e s  o f  e m p l o y e e s  
S ----------------------------------------------------------------------------------------------------  5
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2. Blue Cross H ospital and Blue Shield Surgi
cal-Medical Plans.— A  total o f  3,231 employees, or 
86.7 per cent o f  our total staff, were enrolled at 
the end o f  1952, compared with 3,208, or 83.8 per 
cent, enrolled at the end o f 1951. The expense to 
the Bank, which pays two-thirds o f  the total cost, 
was $127,838, com pared with $105,877 the preced
ing year. A  substantial portion o f the increase in 
cost was due to an increase in rates that became 
effective in M ay 1952. W e conducted a detailed 
study o f  medical and surgical benefits offered 
under alternative plans before agreeing to go 
along with the increase in rates, but the study 
failed to reveal a plan that would provide equal 
protection at lesser cost. During 1952, members 
o f  our Head Office staff filed 618 claims for  hospi
tal care, involving a cost o f $70,670, and 733 
claims fo r  surgical and medical care, amounting 
to $41,200.

3. Medical Division.— During the year we 
added an oral hygienist to our medical staff to 
provide a consultative service on dental problems, 
and to examine all applicants and employees who 
requested examination. A  moderate amount of 
oral prophylaxis as education in preventive den
tistry and o f treatment to relieve acute conditions 
is also provided, although neither prophylaxis nor 
treatment, as such, are part o f the dental program. 
Cornell University Medical College requested us 
to allow small groups o f  their senior medical stu
dents to visit our Medical Division as a part o f 
their course in industrial medicine. W e were 
pleased to com ply with the request, and reports 
from  Cornell indicate that those groups that have 
visited us are most enthusiastic about our pro
gram. W e have been inform ed that the college 
authorities consider our program  to be outstand
ing among the various business firms that are 
visited as part o f  the teaching program  in indus
trial medicine. Visits by  employees and job  appli
cants to the Medical Division during 1952 totaled 
some 37,000, approximately the same as fo r  the 
previous year.

4. Red Cross blood bank.— W e have continued 
to cooperate with the blood bank o f  the American 
Red C ross; the staff, through the Federal Reserve 
Club, gave a total o f  395 units o f blood in 1952. 
During the year 241 units were withdrawn to meet 
the needs o f  employees and their families.

5. M ilitary service.— W e now have a total o f 55 
employees in the Arm ed Forces, including 29 who 
entered the service during 1952. Thirty-five o f

these employees have elected to leave their contri
butions in the Retirement System and, as a result, 
the Bank is continuing to pay contributions in 
their behalf at a rate that insures them they will 
not lose Retirement System credit if  they elect to 
return to our employ at the conclusion o f their 
military service. The 20 employees in the armed 
services who withdrew their contributions when 
they left our employ will be given the opportunity 
upon reemployment to repay the contributions 
that they withdrew; in that case the Bank will 
pay the cost o f providing Retirement System 
credit fo r  the period o f  their military service. W e 
have continued our policy o f providing Blue Cross 
Hospital and Blue Shield Surgical-Medical insur
ance benefits to the families o f employees in serv
ice at no cost to them. W e have also continued 
the custom o f  sending Christmas gifts to staff 
members in the Arm ed Forces.

P erso n n e l im p r o v em en t p rogram s

During 1952 we reactivated the Job Instruc
tion Training program  by conducting eight panels 
fo r  74 o f our supervisory personnel. W e also 
sponsored the development o f and assisted in 
the organization o f  departmental group meetings, 
and arranged fo r  31 o f our secretary-steno- 
graphers to participate! in a three-hour training 
course in “ voice personality”  conducted by the 
New York Telephone Company. W e also made 
some use o f  clerical aptitude and proficiency tests 
and introduced, on an experimental basis, a course 
to improve visual perception by check workers. 
W e continued our efforts to orient new employees 
fully and carefully ard  in that connection we 
devoted approximately three and one-half hours 
to each new employee during his first week or two 
on the job. In all, we conducted orientation meet
ings fo r  805 new employees and, in addition, 
arranged tours o f  the IBank fo r  454 o f these new 
staff members.

F ed era l R e se rv e  C lu b

The Federal Reserve Club, a voluntary and 
cooperative enterprise fo r  the benefit o f em
ployees o f the Bank, celebrated its thirty-fourth 
anniversary in 1952, with a membership com pris
ing 90 per cent o f the staff o f the Bank. In  keep
ing with its established tradition, the Club con
tinued to provide special services, and social, 
recreational and educational opportunities for  the 
staff. Through its seven-man Conference Commit
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tee, it also serves as a means o f  two-way com
munication between the staff and the management 
o f the Bank.

One o f the most popular o f the Club services 
continued to be the operation o f the Club Store, 
which enabled employees to purchase a wide vari
ety o f merchandise at prices substantially below 
established retail prices. F or the fiscal year ended 
M ay 31, 1952, total Club Store sales amounted to 
$156,566. Am ong its other noteworthy services, 
the Club issued more than 18,000 checks for  the 
convenience o f members who do not have checking 
accounts at banks; maintained a reading and cir
culating library that lent 2,236 books, purchased 
200 new books and placed 229 subscriptions to 
various periodicals for  Club members.

The Club sponsored a variety o f  recreational 
activities, including a broad athletic program, 
stage presentations, a series o f  dances, hobby 
groups, a boat ride, and a party for  children 
related to employees o f  the Bank.

In view o f the fact that one o f the prim ary 
objectives o f  the founders o f the Club was to 
encourage the continuing education o f members 
o f the staff, the Club plays a prominent role in 
this field. In  1952, under the Club educational pro
gram, 155 members o f the staff completed 426 
study courses at various schools and colleges in 
and around New York. The Club counselled many 
o f  these individuals with respect to the school or 
college to be chosen and the course o f study to be 
followed. Depending upon their scholastic rec
ords, and upon completion o f the year ’s work, 
students were reimbursed by the Bank for  the 
entire cost o f tuition, books and fees or fo r  50 per 
cent o f these costs.

A t the suggestion o f the Club, a new sun-deck 
rest area was constructed on the roof o f the Annex 
building, 95 Maiden Lane. In the main building 
a battery o f  16 spotlights with a total output of
11,000 watts was installed to modernize the light
ing equipment o f the auditorium stage fo r  the use 
o f  the Club amateur theatrical group and for 
other Club stage presentations.

Through the Benjamin Strong Memorial Fund, 
established by the Club in 1928 and supported by 
contributions solicited by the Club from  time to 
time, employees in financial distress through their 
own illness were granted assistance. A  Club drive 
for  contributions to the Fund in 1952 raised ap
proximately $2,700, and the corpus o f the Fund 
now totals $11,850.

The Fed, an eight-page staff magazine, contin
ued to be published every other W ednesday by 
and in the interests o f the members o f  the Club. 
During the course o f the year it carried numerous 
items concerning Club activities, as well as stories 
about day-to-day life in various units o f the Bank 
and other matters o f interest to the staff as a 
whole.

C a fe ter ia

The Food Supply Division served 828,614 meals 
during the year, a daily average o f 3,301, as com
pared with 821,541, a daily average o f 3,286, in the 
previous year. To provide this service, the Bank 
spent $254,865 in 1952 or 46.4 per cent o f  total 
cost, compared with $231,415 in 1951 or 45.7 per 
cent o f total cost.

LIGHTING PROGRAM

During the year the installation o f a fluorescent 
lighting system in most o f the working areas of 
the main Bank building was completed. As a 
result the illumination in those areas has been 
increased from  an average o f 8M> foot-candles to 
30 foot-candles. The installation required 39,000 
feet o f large copper feeders, approximately 356,500 
feet o f  circuit wiring, 3,642 fixtures averaging 
about 8 feet in length, and 7,708 fluorescent tubes.

Since the new system uses alternating current 
purchased from  the Consolidated Edison Com
pany, the installation also served to reduce the 
load on our own power plant and electrical dis
tribution system which, under peak conditions, 
were loaded beyond their rated capacities. Our 
power plant will continue to generate direct cur
rent fo r  the operation o f office machines, building 
motors, and fo r  all lighting in corridors, service 
space, and other areas.

BUFFALO BRANCH OPERATIONS

Business activity throughout the Buffalo Branch 
territory climbed to a new high level in 1952, 
despite setbacks in employment and production 
caused by a protracted steel strike. The largest 
gains were made in the Buffalo area, where the 
business index reached a new all-time high o f 234.8 
(1936-39 =  100) in December, compared with
214.0 a year earlier. Increased production and 
employment in a number o f automotive and avia
tion plants were important factors in this rise, 
and an expansion o f steel capacity in the area has
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also contributed to the high activity. Residential, 
commercial, and industrial construction continued 
at about the peak levels o f the previous two years. 
The pay o f  factory workers in the Buffalo indus
trial area averaged $82.24 per week in November
1952, as compared with $75.32 in the same month 
o f 1951. Average hourly pay during the same 
periods was $1.93 and $1.81, respectively; and the 
workweeks averaged 42.6 and 41.7 hours.

Business activity in Rochester rose fairly stead
ily in 1952. The business index for  that city 
reached 219.2 (1935-39 =  100) in November, as 
compared with 202.5 in November 1951. In Niagara 
Falls, however, November employment figures 
were about 7 per cent below the figures fo r  the 
same period the year before.

The volume o f  most operations at the Branch 
increased over last year, follow ing the trend of 
the general business situation in the territory. 
Reflecting these increased activities, Branch ex
penditures fo r  the year were $1,097,246, somewhat 
over the previous y ea r ’s figure o f $1,000,962, but 
$50,950 less than the amount budgeted fo r  the 
year.

During the year, renewed and intensive con
sideration was given to the needs o f the Branch 
fo r  im proved banking quarters.

C ash  o p era tio n s

The follow ing table summarizes the Branch’s 
cash operations fo r  the year, as compared with 
1951:

1952 1951
Currency and coin:

Paid out ......................  $334,894,000 $318,836,000
Received ......................  $290,574,000 $278,728,000
Net outflow..................  $ 44,320,000 $ 40,108,000

Currency counted (pieces) 52,206,000 51,109,000
Coin counted (pieces)----- 58,212,000 54,867,000
Coin wrapped (pieces) . . .  19,026,000 14,924,000

In contrast to the situation in the latter part o f
1951, it was possible to supply all orders for  coin 
during 1952 without resort to rationing. Two new 
currency counting machines were received during 
the year to replace old equipment.

Counterfeit currency detected at the Branch 
continued to decline in 1952. A  total o f 130 notes 
amounting to $1,870 was detected by our currency 
sorters, as compared with 159 notes aggregating 
$2,326 in 1951.

W ir e  tra n sfers  o f  fu nd s

W e made 11,838 transfers o f funds amounting 
to $4,169,968,000 in 1952, as compared with 12,439 
transfers totaling $3,905,524,000 in 1951. The sub
stantial increase in the amount transferred was 
due prim arily to the daily lending and repaying 
o f  Federal funds in largB amounts among Buffalo, 
Rochester, New Y ork  C.’.ty and Chicago banks.

C h eck  c o lle c tio n

W e handled the collecti on o f 35,515,000 checks and 
postal money orders aggregating $9,518,500,000 in
1952, as compared with 31,037,000 items amount
ing to $9,298,800,000 in the previous year. The 
average number o f items handled daily rose from  
124,149 in 1951 to 141,494 in 1952. Although much 
o f  this expansion reflects the first fu ll year o f 
handling postal money orders, there were also in
creases in volume in practically every category of 
checks. The increased volume has been handled 
during 1952 through the use o f new 32-pocket elec
tric keyboard IB M  p ro s f machines and with the 
addition o f only three more employees in the 
Check Division. Despite a heavy turnover o f help 
in the Division, which provides a training ground 
fo r  promotion to other positions in the Branch, 
the increased volume o f checks and postal money 
orders was handled with a minimum o f holdover 
and with a substantial reduction in overtime cost.

A  survey completed a? o f December 1,1952 indi
cated that 96.2 per cent o f  the checks drawn upon 
banks located in the Buffalo Branch territory bore 
the check routing symbol and transit number in 
the approved location, as compared with 94.7 per 
cent as o f December 1, 1951.

During 1952 we obtained an additional postal 
money order machine to provide us with the neces
sary equipment to handle a peak d ay ’s volume of 
money orders.

O p era tin g  m eth od s

W e continued to mechanize more o f  our opera
tions during the year. In  addition to the Govern
ment card checks and credit advices, which we 
were processing by machine in 1951, we have con
verted some other operations to punch card rec
ords. These include payroll and personnel records, 
deferred debits, inventory o f furniture and equip
ment, safekeeping records, and the analysis o f 
work volume in the Check Division. W e are mak
ing preparations to handle stock room records and 
current expenses during the early part o f 1953
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through the use o f punch cards and mechanical 
equipment, and we are considering the handling 
o f  various other operations in a similar manner. 
W e also obtained in 1952 a collator and a repro
ducing summary punch to be used in conjunction 
with the IB M  tabulating machine and the sorting 
machine. W e installed plastic windows on two 
IB M  p roof machines and on one IB M  postal 
money order p roof machine to provide a means of 
demonstrating the operations o f  this type of 
machine to visitors as well as to our own em
ployees. Sketches and instructions covering this 
installation have been furnished to several other 
Reserve Banks and Branches which have become 
interested in making similar use o f it.

L oa n s to  m e m b er  banks

A  total o f  499 loans, aggregating $1,036,165,000, 
was granted to 35 member banks in 1952, as com
pared with 444 loans totaling $641,045,000 
granted to 35 member banks in 1951. This is the 
first year since 1929 that the total amount dis
counted has exceeded one billion dollars. Discount 
earned amounted to $99,782, as compared with 
$83,901 in 1951. The maximum amount o f loans 
outstanding at any one time during 1952 was 
$26,480,000 on July 15, and the longest period of 
continuous borrowing by any one bank was 171 
days. Two loans totaling $95,000 were outstand
ing on our books at the close o f business December 
31, 1952. During the year, four banks borrowed 
tem porarily in amounts exceeding their combined 
capital and surplus.

R eg u la tion s  W  and X

From  January 1 until May 7, 1952, when Regu
lation W  was suspended, we made 256 investiga
tions o f registrants located in the Buffalo Branch 
territory, with a total o f 14,586 transactions ex
amined. These investigations disclosed 485 viola
tions o f the regulation by 65 registrants. Two dis
ciplinary conferences were held at the Branch to 
discuss violations which appeared to be deliberate 
and willful.

In June and July, criminal actions were insti
tuted for  violations o f  the regulation which oc
curred in the Branch territory, resulting in fines, 
one fo r  $5,000, three for  $2,000 each, one for  
$1,000, and another for  $500.

From  January 1 until September 16,1952, when 
Regulation X  was suspended, we made 127 investi
gations and 65 calls on banks, financial institu

tions, and various real estate concerns located in 
the Branch territory. The 1,539 transactions ex
amined disclosed only 12 inconsequential viola
tions, all o f which were due to failure to register.

B a n k  rela tion s

Our bank relations work during 1952 included 
311 visits to banks and branches, 90 meetings 
attended, and 25 addresses by Branch officers be
fore banking, civic, and educational groups. Fed
eral Reserve System films were shown on 11 occa
sions. During the year, 689 visitors were conducted 
through the Branch building to observe our opera
tions, as compared with 399 visitors received in 
1951. W e installed credit files at two member 
banks, and the currency and coin exhibit was made 
available to nine member banks during August 
and September.

B a n k  su p erv is ion

A t the end o f 1952, there were 63 member banks, 
25 nonmember commercial banks, eight mutual 
savings banks, and one industrial bank operating 
in the Branch territory. In  addition, there were 
90 commercial bank branches, 12 mutual savings 
offices and two industrial bank branches operating 
in the same cities in which their head offices are 
located, and 62 commercial bank branches located 
outside o f the parent committees. Three Rochester 
commercial banks operate a total o f 11 branches 
in Head Office territory in counties adjacent to the 
Buffalo Branch territory.

During the year, four banks were merged into 
member banks and one into a nonmember bank. 
The merged institutions were continued as branch 
offices; the number o f  branches was also increased 
by the establishment o f  three new offices by three 
member banks and o f one new savings bank 
branch.

P erso n n e l

The number o f  employees at the Branch at the 
year-end was 206, the same as at the beginning of 
the year. A  high point o f  213 was reached during 
June and July. There were 72 separations from 
service, and 72 new employees were engaged after 
interviewing 313 applicants. The rate o f  turnover 
was 35 per cent, as compared with 36 per cent in 
1951. A ll but seven employees have signed au
thorizations fo r  deductions from  payroll for  the 
purchase o f Series E bonds, the total deductions
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amounting to 3.78 per cent o f  the payroll at the 
end o f the year. In addition, 51 employees are 
participating in a special payroll savings plan pro
viding for  deposit in a local savings bank. All 
but 27 employees are enrolled in the Blue Cross 
H ospital and Blue Shield Surgical-Medical plans. 
A ll o f  the 27 exceptions are covered under a simi
lar plan through other members o f their families 
or through the Veterans Administration. On July
1,1952, we assumed the operation o f the cafeteria, 
which had been operated previously as a Club 
function, and, since that time, we have expanded 
the scope o f its services. Our training program 
fo r  senior high school girls was continued in 1952. 
Under the program, the girls are hired to work on

Saturdays to receive instruction, practice, and 
training in the handling o f checks. Upon gradua
tion in June, these girls were added to the staff as 
permanent em ployees; we expect to continue this 
program  for obtaining new employees in 1953.

During 1952 a survey was conducted o f person
nel practices and o f  wage and salary rates paid to 
clerical, supervisory, building maintenance, and 
service employees in six banks, two insurance com
panies, and 16 competitive industrial concerns. 
This survey was conducted by personal interviews 
with representatives o f the participating organi
zations ; it has enabled us to compile desired sta
tistical data and at the same time to reduce the 
clerical work load incident to past similar surveys.
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