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UPON A STRONG FOUNDATION 

A HISTORICAL PERSPECTIVE AND A FUTURE OUTLOOK FOR 

THE FEDERAL RESERVE BANK OF' DALLAS 



PRESIDENT'S MESSAGE 

As we op n lhe doors of the 

n w h adquart building or th 

F deral R rv Bank r Dallas, it i 

an appropriate time to review and 

r affirm our rol in lh nation's 

conom and in our local commu

niti . With thi in mind, we ha e 

prepar d thi sp cial publicati n 

highlighting th hi t ry f lh Dallas 

F d and d ribing wh w ar and 

what we do. Its premi is that a 

b tler and broad r und rslanding f the nation' 

c ntral bank and th i u it c nfr n will ·ontrib

ute lo a more r ceptive en ir nmenl for ound and 

r p n ible policies. 

The F deral Res rve S l 

the Congr ss as a uniqu I Am rican v rsion or a 

central bank, tablish d to carry out the Congress' 

own c nstituti nal mandate lo "coin m n and 

r gulat th valu th r f." Part r its uniqu 

that it i ad centralized c ntral bank, with R rv 

Banks and Branches in 12 Districts across the country 

coordinated by a B ard r Govern rs in Washingt n. 

Th F d ral R rv i part publi and part 

private, with the Washing! n B ,ard-appointed by 

the Pr idenl and confirm d by th Senate-repre-

nting th public or gov rnm nlal id and with the 

privat sector r pr ented by local citiz ns serving on 

the board of directors of th Reserve Banks and their 

Branch . Th Banks ar If-supporting, with apital 

c ming fr m m mb r banks an with th Banks' 

operation financed out of their own earning . 

Federal Res rve Banks do not rec iv taxpay r fund , 

alth ugh th publi ha a tak in th ir ffici nt 

p rati n ecau Lh Banks contribut their exc 

earning . Treasury. 

Th m d m-da equival nt or "coining man y" 

i the financial infra tructure that 

th Fed provid for th nation' 

m netary tern. Originally, U1at 

referred to the provi i n of a 

unified and • lastic" national 

curr n and a nationwide check 

collection system. Toda . tho e 

important function hav b n 

xpand d l include m re exotic 

I ctronic mean or tran fening 

money, securities, and informa

tion. Th majority of the empl y al th R erv 

Banks are engag d in such op ration . which are 

provid d rvic to financial institution and t 

th U.S. Treasury. 

Another important function or th Fed ral 

Res rve i our rol as a fed raJ bank supervisor, 

which w har with th omptroller of th urrenc 

and the Federal Deposit In uranc Corp rati n. Man 

or our employees are engag d in th arnination of 

tat hart r d F d m rnb r banks, the inspection of 

bank holding companies, and, more recently, th 

examination of local entities of f r ign banks. The 

regulatory p lici and tandards pursu din these 

up rvi ry a tiviti are formulated in legislation by 

the Congress and in regulation form b U1 B ard or 

Governors in Washington. 

11 bank op ration are the modem--clay equivalent 

of coining money, then "regulating th valu th r of" 

is the task of c ntemp rary m n tary p Ii y. Th 

mark t p rati n . which are dir cted by a commit

tee or Governors and Res rv Bank pr id nts. It i 

n 

thr ugh my participa i n as a rn mb r of the Federal 

p n Mark t C mmitt e that his region has its m t 

imp rtant voic in the conduct of mon taiy p Ii y. or 

course, regional economic conditi n and 
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are also considered by the members of our local 
board of directors in their biweekly recommendation 
to the Board of Governors on the discount rate. 

Because of our decentralized regional structure, 
with both privat - ector and public repr ntation, 
monetary policy is not made exclusively inside the 
Washington Beltway. Through our directors and other 
local contacts throughout the Eleventh Federal 
Reserve District, I am able to get good grass-roots 
information on the state of our economy and on 
problems and issues unique to our Southwest region 
and take it to FOMC deliberations. Our r gional 
structure also allows the Dallas Fed to have a research 
staff to study theoretical issues-as well as to formu
late independent judgments and forecasts on the 
local, national, and international economies-to 
complement the research of the staff in Washington. 

Aside from our regional tructure and local 
private-sector participation, the key to the ongoing 
success of the Federal Reserve has been the high 
caliber of the people attracted to lhe challenges faced 
by the organization. From the policymakers to the 
individuals charged with daily operations the people 
of the Fed are consistently impressive in their dedica
tion and enthu iasm for public services. The following 
pages tell the stories of some of these people in words 
and in pictures. Additionally, we salute the private 
citizens who have served as our directors. These 
individuals are models of public-minded citizen who 
give willingly of their time to contribute to the 
economic well-being of all. 

As we look to the future, we hope to continue to 
contribute to the prosperity of our region. Many 
changes have been wrought in our District over the 
years. Seventy-five years ago, cattle and cotton 
dominated, and oil was ascendant. Though still 
important in today's regional economy, agriculture 
and oil have been eclipsed by the growth of the 
service sector and the rising importance of commerce 
and trade. Today, lhe Southwest stands at the cross-

road of North-South international trade and promises 
to ben fit from the important moves toward fr trade 
made by Mexico and other neighbors to the outh. 

One important way in which Reserve Banks have 
contributed is through economic education. As the 
economies of the Soviet Union and Ea tern Europe 
have fallen, too many of our citizens do not under
stand and appreciate the nature of the economic 
system that won the ideological war. Too many do 
not really understand how capitali m works and how 
capitalism and freedom are so intimately tied. If we 
can be a force for clarifying the benefits of a free 
enterprise system, we can make a tremendou 
difference. 

Finally, I want to press my appreciation to the 
individuals who gave their personal best in envision
ing, designing, and constructing this new building. It 
was a massive undertaking, and their efforts are 
vi ible in every corner. I especially want to Lhank 
former President Robert Boykin, former Chairmen of 
our board of directors Bobby Inman and Hugh 
Robinson, and our current Chairman, Leo Linbeck, 
for their vision and persistence in getting the project 
started. Mr. Linbeck has also served as hairman of 
the Building Committee throughout the planning and 
construction phases. Other directors who have served 
as members of the Building Committee are Henry 
Cisneros, Ted Enloe, Humberto Sambrano, Dickie 
Willian:i on, and Peyton Yates. 

To the bankers in the District, I hope the tasks 
performed within these waUs serve your needs and 
enhance the efficiency of the nation's financial 
system. And to the staff of the Federal Reserve Bank 
of Dallas, welcome to our new offices. 

Robert D. McTeer, Jr. 
President and Chief Executive Officer 
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� Each season has its memories. Each journey, its roads traveled. When

ever a history is told, a collection of people, dreams, and events weave together to 

form a tapestry. For nearly O years, the Federal Reserve Bank of Dallas has worked 

to provide quality financial services to the Eleventh Federal Reserve District. It also 

has monitored the perfo1mance and regulated the activities of rate member bank 

and bank holding companies. Finally, ii has worked clo ely with the other Reserve 

Banks and the Board of Governors of the Federal Re eroe y tem in Wa hington. D.C., 

to formulate monetary policy for the United States. These are all important functions 

for the Federal Reserve Bank of Dallas and its Branches as they perform their work for 

the citizens of the United tales and provide the strong foundation upon which the 

financial system and the economy rely for strength, integrity, and protection. 

Captured here in photographs and words are some thought and places characterizing 

the history of the Federal Reserve Bank of Dallas and it role within the Federal 

Reserve System. As part of the nation's central bank, the Dallas Fed has a history 

filled with ties to national political and economic events as well as event in the 

region it serves. This story brings many perspectives into view-those of political 

leaders who shaped the creation of the Federal Reserve System, the first leaders of 

that ,ystem, and employees of the Federal Reserve Bank of Dallas. While it is a 

history, it is also a framework for the future. This book covers almost 80 

years of hi tory and ends with a beginning. The opening of the new l1eadquarters 

building for the Federal Reserve Bank of Dallas is a lime for celebration and for 

reflection. The employees of the Federal Reseroe are frequently asked to 



explain what they do and what the Federal Reserve i all about. It is ea y to explain 

that the Dallas Fed i one of 12 regional Re erue Banks in the United State and that, 

together with the Board of Governors in Washington, D. C., the fonn the nation · 

central bank. It i easy to explain that each Federal Reser e Bank and Branch ha a 

board of directors that repre ent local bu iness and the public. It may also be easy 

to explain a job within the Fed in term of the work perfo,med-checks sorted, data 

analyzed, cash count d, banks visit d, peeche gi en. Perhaps the mo t difficult 

aspect to explain is that while we work under the one name "Federal Reserve, '' w 

are part of several different type of bu inesse -each influencing the other but ea h 

a eparate operation. The acliuitie of the Federal Res rue an b broken 

down into three di ti net function . The first involves pro iding ervices for financial 

institution and serving as the bank for the U. . government. The econd function 

performed by the Federal Re erve involves examining the financial oundness and 

manag ment of certain bank and bank holding compani s. This upervision and 

regulation of the nation ' banking industry help en ure that bank are operating in a 

afe and sound manner and in compliance with banking law and rule . The final, 

and perhaps mo t important, function of the F. deral Reserve is setting monetary 

polic for the country. Monetary policy is designed to expand or contract money and 

credit in the economy, depending on whether that economy is facing inflationary 

pressure or stagnation. Togeth r. th se three functions form the daily 

operalion of the Federal Reserve � tem and contribute to the smooth functioning of 

bankina and business operations in the United tat s. 



Top: Checlcs are processed around the clock. 

Middle: Miles of fiber-optic cables allow faster electronic 

payments and increased security for financial tn:111sodions. 

Left: The vault at the Dallas Fed is the size of a five.story office 

building. 



ABOUT THE FED 

T 
HE FEDERAL Rf.SERVE BANK OF DALLAS IS ONE 

of 12 District banks that, along with the Board of 

Governors in Washington, D.C. , make up the central 

bank of the Un ited States. The Dallas Fed serves the 

Eleventh Federal Reserve District, which encompasses 

approximately 350,000 square miles and is composed 

of the state of Texas, northern Louisiana, and south

ern New Mexico. Its Branch offices are in El Paso, 

Houston, and San Antonio. 

A nine-member board of directors oversees the 

operations of the Dallas Fed under the general 

supervision of the Board of Governors. The directors 

represent the varied economic activities in the 

District, incl uding banking, business, and consumer 

interests. The directors work closely with the Dal las 

Fed president to provide grass-roots economic 

information and to provide input to management and 

monetary policy decisions. 

Although created by a legislative act, like the other 

1 1  Reserve Banks, the Dallas Fed receives no budget 

appropriations from the Congress. I nstead, it is self

sufficient, earning income from interest on its holdings 

of U.S. Treasury securities, from interest on loans to 

financial institutions, and from fees for the services it 

provides to financial institutions. At the end of each 

year, the Dallas Fed returns to the Treasury all earnings 

in excess of expenses necessary for operations. 

The Federal Reserve System has often been 
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cal led an independent central bank, but it is more 

accurate to say that the Fed i " independent within 

government." Although not subject to congressional 

appropriations, the Federal Reserve ult imately is 

responsible to the Congress and comes under its 

jurisdiction. The members of the Board of Governors 

report regularly to the Congress on the state of the 

economy and monetary polky, domestic and interna

tional financial developments, and regulatory matters. 

THE FEDERAL Rf.SERVE BA K OF DALLAS, LIKE 

the other Reserve Banks, is, first, a "banker's bank," 

providing services for financial institutions in much 

the same way commercial banks serve their custom

ers. By providi ng these financial services, the Bank 

promotes the smooth functioning of the financial 

system and the efficiency and technological develop

ment of the payments system. 

Every business day, millions of dollars are handled 

and processed at the Dallas Fed. The money that the 

U .S. Treasury prints or mints is put into circulation by 

a Federal Reserve Bank. In addition, the Dallas Fed 

ensures that the currency in circulation is in  good 

physical condition by removing from circulation coins 

and notes that are damaged, counterfeit, or worn. 

The largest service function at the Dal las Fed is its 

check clearing operation . Most dollar.; spent in the 

Un ited States are in the form of checks. Every day, 

s 

N 



Above: Alon Greenspon become Chairman of the 

Federal Reserve Board of Govemon in 1987. 

Right. The Dallos Fed re<eives and pr0<es$es more 

thon 1 1  billion pie<es of poper currency annually. 

Below left: Every day, 3 million to 4 million checks 

ore processed by the Dallas Fed. 

Below right: Federal Re$erve Bonks sell $100 billion 

of U.S. government se<urities-including U.S. 

savings bonds-each month. 



millions of pieces of paper must be moved around 
the country, sorted, tabulated, and credited or 
debited to the proper financial institution accounts. 
To handle this operation and to provide overnight 
proc ing and collection of checks, checks opera
tions take plac 24 h urs a day, five day a week, with 
special processing on the we k nd. 

The Dallas Fed performs two services that 
provide for th el ctronic transfer of funds. The 
continuous increase in the number f checks led t 
the development of automated clearinghou e (ACH) 
operation , which use electronic data instead of 
paper checks to transfer fund . The ACH i primarily 
u ed for recurring payments, such as direct d po it of 
payroll and automated bill payments. A nationwide 
electronic network al o allow institutions to transfer 
funds Lo other institufons anywhere in th country 
within econds. Many financial institution in th 
Elev nth Di trict have online computer connections 
that communicate directly with the computer at the 
Dallas Fed. This computer also is link d to oth r 
R erve Banks and me government agencies. 

As additional rvic to financial in titution . 
th Dallas Fed handles transfers of securiti b twe n 
inst itutions, holds s curiti • in its vault for safeke p
ing, and participates in a nationwide sy tern that 
handl th processing of municipal and corporate 
securiti s and non a h check drafts. 

I ADDmON TO THESE SERVICES FOR FINANCIAL 
institutions, the Dallas Fed and all other Reserve 
Banks serve as banks for the U.S. governm nt by 
maintain ing accounts and providing services for the 
Treasury and acting as depositories for federal taxes. 
The Fed also handl th sale and redemption of 
original issues of government curiti to assi I the 
Treasury D partment in financing the national debt. 
These Treasury bill , not , and bond are sold to the 
public and to financial in titutions. 

I THE I TEREST OF MAI TAINlNG A STRONG 
financial network in which th public can place its 
confidence, the Dallas Fed supervises and regulates 
financial institutions to en ure that they operate 
safely and soundly and in  ompliance with banking 
laws and regulations. It has primary r spon ibility for 

9 

ammmg late-chart r d member banks and bank 
holding companies. The Dallas Fed is also respon-
ible for reviewing banking organization ' proposal 

to merg , make acquisiti ns, or engage in nonbanking 
activities lo assure that such transaction will have a 
positive impact on competition and the community 

rved. Through the di count window, the Dallas Fed 
provides temporary adjustment or seasonal credit to 
depository institutions to offset financial strains they 
may b xp ri ncing in an effort to insulate the 
broad r community and financial system from 
potential instability. The Dallas Fed also implements 
and enforces a variety of consumer law and r gula
tion to assur that in tituli ns treat consumers fairly 
and meet the credit need of their communities. 

THE FEDERAL RESERVE YSTEM IS RESPO SIBLE 
for formulating and implem nting the nation's 
monetary policy in order to promote sustainable 
e onomic growth and stable prices. In other word , 
the Federal R rv i r pon ibl for monitoring 
money and credit conditions in the country and for 
providing enough money and credit so that the 
economy can operate as clo ely as po ible to full 
employment, with steady growth and stable prices. 

The Dallas Fed' foremost role in the monetary 
policy process i the participation of its president in 
the deliberations and actions of the System's chief 
monetary policy group, the Federal Open Market 
Committee. The Bank's board of directors also play 
an important monetary policy role through its advice 
to the president and its r commendation on the 
Bank' discount rate, ubject t r view and determi
nation by the Board of Governors. 

To assist in fulfilling these responsibilities, the 
Dallas Fed' r earch tall collects a broad array of 
in formation and analyzes economic and financial 
developments. This current analysis is complemented 
by longer-term research on th fundamental working 
of th econ my and financial y tern. Sharing thi 
information is another important component of this 
activity. Through publications, conferences, and 
other outreach program . th Dallas Fed ks to 
stimulate broader discussions of economic issues 
and, as a result, an informed public review of 
econ mic p licy. 
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O'CLOCK 'l'ONIOHT, AC'C0:8:lHN'Q 
TO ANNOU"NCElUENT WADE 
RE:R.R 't0HI0HT IV OEN, VEN� 
US'TlA.NO CARRANZA.. 

1114, 11...,. flnt -■ un-.ud 11,11 th.: 
wo,'41 whcn thti lrqla ta lntM ol Car. 
n11n'1 tr.aika(11 w... lht, 11,.■Qlttl 
n1:1l,u .,, .ino..,.,· ,.... pu·n, CUT'HD 
Nld. •11111 .otUldt:d 'bn• cYir■ \wfon it 
-• ho.rd tn TOl'ff'(ffl, Villa dd.uhi• 
out of -c:.tN11pUtnuu ta Ida chkl. 

Th4' n:1�at1r b11t:kdM cxc:lt1d.1, u,. 
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INSTITUTION WILL HAYE CAPITAL 
IN EXCESS OF FIVE MILLIONS 

District I■ Considered Well Arranged to 
Care for Busiu.eu Demands of 

Southwest. 

ORGAN�TION COMMITTEE FlNISHES WORK 

Few Complaint& Are Voiced at Result,, or La t Three 
Mooths' Inveotlgation or ation'8 

Flnanc;ial eed . 

TITE DALL . .\, nr .  TIU . r 

Tl, Dall•• di Lrict is •· f l lo"·s: 
Al l  of Tons. 
.\ I) of k ln bomn, •<ullh nf !he north l i ne of Ro)?er 

!L i l l  , n I r. oddo, G rady, M • lain. Pontoioo, 
R u ghco, Pitt, burir, Haskell and l,t, Flore 01.1nti 

All oJ Loni iann. w ,1 of 1hr ,\f i,;. i�l!ippi Ri,· r to 
the llHt hl'm li.ne of 'on •ord io l'n ri,h ond we L of lhe 
t�ru trro bou11rl.l\ry of A vo�1el lP , , .  IJ11ndry, ,.  lf a.rtin, 
I l"•ria. IUJU t. Al n ry Porislw . 

All of Xcw llcxieo. south of t h�  unrtberu houndory 
of Quny, und lnp . Torru,r:e, lleru�l i l lo  nnd Voloooi• 

ountie 

In A ri,onn rue following ountie.: Pima., llmhom, 
G re"1llee. 'orhi e and n.nta ruz. 

TUE l'WF.LVE RE EJU'l: IT 
The 1 wel,·e rc,ene di trict 

fol low. : 

I. Bo,l(111. 
2. New \'urk 1i ty. 

3. Phila.delphia. 
4. I .- land. 
5. Ric,hmond. 
G. Atlanta. 

&re ou.m ber d u 

bieago. 
II. I. Louis. 
!J, M in.nenpolis. 

I O. 'K11.11 a ity. 
1 1 . Dallas. 
I :?. i_ n.n Frlln i.sco. 

\\ ASHl!li':GTON, April '!-Al!n rluu _,h.J &f NJ11ddua.J■t1• 1-hf r,r-.,_,.... 
■ ma111UnifMMt Cotnfflhl'l'tl IIIrll"l'llll .lliJllllj)ll,fttc:41!,d 1•1111 II IH4 tt.vldd lh Coti_d,. 

n,nl■-1 v .. ,, .. ,. P,l,t• kl.I .. 1.-..IH ba• •11111 lti11nr11 ..... ..,L Ud l•f'1,-, ICIIH"I ·
fl'ird.t-n.l ru.cr1c 11,lrn.lu t11JdU' hit Hw C'\llru•11c,. I•• Thl■ .,u 11Lc lu , tltd11:l>• 
t.l,W IOW'lflll du:. ull.bl1.i,ltffl" .. 1 ,ol 1.hc Ill_. ,y-tll«:m 11u oAl1a, 11111. durncH ■r"l 

0:..trln O ,. Bn1l(IIIII-RUtfl't bulri: .m u�. n.11•l•I tJI SQ,9Jl -1.fi0, .... 446 
SadoMt �11b u ntu11b<A. Tern\i,ry L111d■dcd. "c-w E11.•lll11d S1.a1Q 

°'111,iu No. ,. Ne"" Yor ■f!ha.l til:.li16,, •i.UI 1,;itl �:a,--■.1 ;11111! • -■mbn 
oj $t11t1 bl.111\.J (■QI ,.,.-1.■1 .11 mnrib# Totrtl\OfJ', S111IC' at N,w Yo,lt 

Oimk:1 No f"h\�docl�piul lt:,,P,J,111 .-ch111hn11 &a s..,,�I M■b 
utd �•.nt �u ._ • .,_..., TurhnYT, 'rw ]cru:1 ■■d Dd■-.rt- nd ILII a,f Pu,a1,1-
rH1i:Ji u,1 411 wu1tr11 1;Mil:l.da.'7 ol 1 lu.: foJlll:,,..,n_,i tva.liu lh: Kt:a■• .. t:u,. 
Ht1.l-d, C1111M1 .. .ud &dfo,tl. 

�11ne1 r,.o. L Cllt'ftll,,..S.-C..,pat11l IU.A1'l.JJS,. •Ulill 11-4 �•anot:it.l •ad 11-.-,rll.) 
51.111 IM,.■11., Tt:mtfffJ. Su.11. &f 0hkl. aU ol Pr1111•1l.-u11 t1111.• •c.•• M D.11r,r 1 
tfo J. t!H co,■11tiu o-1 fl.lut.._U, Ohio. 8r1K1lt, ■-nd Hur«.- iii \\'u.1 \'tr ■11 tn.d 
all e.f J(,:n!llm,F C'Ul ol lb4' wukr■ b-ti■.dat:, al Ilic tollo..1111 OCo.tllbt.1. ft.nor.-. 

Gn,•t. �t. Woc1dfor .. Ji.Jiu.a,ttr. (ia,nrid., Li•cotfl. P■lukl a11if MrCru,,, 
O,-.t.tk:J !'itl. J. R.ldlmo,■d 1m:■I � ... , 11,0b D'I Nn�I lu.nk• 1!ldi a 

a11."'�' of Sutt b,■i,l., and lr■.'1 «.,n1urnK■- Tumo17, 0.1111111;1 Qf C4'.H ·111bt-.. 
Mar:,l111il, YTta1111,a., Nonlli Caron,..._ Sbt■O• Cv�li'fll t11d ■11 A-f Wn, V1rsh1I• 
r.xu11t 1ho,,.f co-.inoe. i■ Omnc:I Na "' 

Dl1.1,1.c'1 Ntt. i:I., Atluita-Car11al k.:i!Ouk ••lh ,,,,� N',11,1� kulk■.. tll� T,,. 
n1or7, Al11"inu C-r:0t1••· Flortt!.■ Hd 1111 cf Tr■l!lfHIC u.n of 1ti.1r •r.ih'l'fl 1ioa .. 
dar, of 11:ic rol1o"' ill.I c:on■11� �1�u1. ltot1•11w1� \\'ty11.,. Hvtntihl'•:,• ■11Jd P1f'l'J'i 
all of li,li..■ 11ppi !i.""3.Ulo el '"'' IIOl'thu,i b,cti■flifH)' "' , .... foU11wh1,1 M■llllD lua,.,. 
lf'l.1'd. Saarlit')', Y.■.10Q, li':lf'lllpcl'. \h.ddAn Lo..k1 a..d �c,li , •U of 111, 1"0!ltll• 
-c■J.titnr ,.n ol l,,aliu■-u tHl of Ulie •t'tr111 bo•nul-'fl �, ••11 lr.ilnw,.,. ff'I.,. 
t�u P!5ili■I CMptt Ui,c"1llr. u .. pl'tOff ""ii Tnn llntit1t" 

01.inc:1 No 7. Clnr:a CiptuiJ IIJ.IJJ.O., .. 1.1111 o8,,. �aUt!IHT IIIIUII: ,r:tt;. 
Tcnhotto. ,..,� an of \\1M01111• ,o,111! o/ 11or1k<r111 lto■111t■ry or iaUa-... •J c-■-
tw, v,,..,.. s.a. co1�-.... Do•...-. \\'a01I lQII •lld 011.U-e�. di ct ' I -1b-
1t1• pc:u111■la of .Mkll�p.11, WU. 1ll 1U1 pan t.:111 of La t. Wklilli.t'd; all of Ulla 
11.,ott.l el ■ I� ltm111•1 1ti1 tQ11Uln11. tM'.Ki.ftduy af ill..! ,o11ow:1q: coutuln. Raa
ir:od(. Sdn111c:,, C.u. ■lt"'IIMtl, Orhtiu, Sh•Jbt, C■mlatt!a.fMI ind Ci,, .. , 11n of' 
lndlllH ff,OIIII of 111 1iH fonn, .. , , .. , IIKlllu:r■ botii■.d.■,,- "' tllic foUv-.1111, lot111rlu: 
\ll , O.11, Owtn. Mo■r-. fl:1c,,..._ 8anhoioa!.1•, JH■1111 Slii,lq 11nd Ohio. 

Oturu;1 � .... I. Si l.c,,;i1....C•pl111 :16....aio..µJ. ..,,, • ._.. 'a1hmal li■.111!:.1, ,r:1c. 
Trr.rum·,, Ar1f■11,..■1-- .111 Df Huou.ri ••• ol 1h1 wnlt:rlll hhtmd.u·y of 1hr fol1Chn1!1f 
t01n11i11:1. Hunll01II. D•1-1n. C..hl•dl, b7. Uta:r,1114', Je11■110IL Ht:111.ty. S1. (ldr, 
C■d..lr, Oa.!k. L.a■"'f'NICC a11d '11rrr, all of IIJ111 t n,'" lndlfd.td lilll 011ml't No. );  
•II of 1■41,■.u 901 lfl Dultkt Na 7,  11II of Kc1m11i:\y Ml-I 1111 Cbthr:t fii;I). .. i ad ol 
THn1.u11 ■ot h,  Dmrkl No c.. ••d •II  ,;ti tilit111Jo•lll?t wot "' Ol:ti.nn S'&.. 6. 

Dlt.100 �Q_ 9, Wblllurol' JJLll 14,..� •Oh 611 N•liollal )1o111.\: t.f.t. 
Tt:1·�orr, M01n1111■•• NM1• 0■�_._ S0111ll OI MlaM...ou, ..U of \\'itc:cre.1111 .ad 
..U a.t �  11 11.01 ht Dbnk1 No.. 1.  

Dunk.I NG. 10.. KuMt Chr�·••iul l5,,.194Rr6. 1"1lll '" .�fllll>■!al b-.111t IU.C.. 
T■tthOIT. l{Q-■ Nir.btt.ab, ColondA, Wro.ihs. ,II ol )h�ri ■OI ta DiJt111'1 
No.. l, .a,a, ol OklabOIIUI lll<l'n• 81' .■. h.s1 fOl'llll111,1 d1or: wHtlif'l'II 1:Mkiu.ar7 ot 1h1' fail, 
ln•ill1 �t.iu· mt� Dc ... ,.T, 8bl■ Culllli.A■• CIC'l'otla■4. Poo■wau,w.t. Scntl■ 
IIOI.-? O'klu. «, Mtln1ot•. Mu\ioau: Uld S-tc11ep_., all ol Nr.w Muko ■IW\ll ol 
.. hat IOl'IIIIUII' t.b1 .out..lur■ hc■11d.M7 ot 1.llc lollml'lll• �111lu� M.r-K1t1t17. 5■■,.. 
do.-al. Su•:a Pc. s.� }Upd a.d u.� ... 

Dlunt, N'&. 11,. 0.II■- ■Pu.I �•. •it.II 7"116 N.1UOl'lal b.a.ftlil.L ,r1c.. T""° 
dtary,ITuu, 1.1l cif !!i',t;,t" :liluko •11111 0 la.bCl'IDII mot •• D incl No 10. ■II ol Loll-< 
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On April 3, 1 91 4, the Dallas 
Morning News announced 

that Dallas had been select

ed to be the headquar1ers 

for the Eleventh Federal 

Reserve Di strict. The District 

covered all of the state of 

Tex.as, most of Louisiana, 

southern Oklahoma, south

em New Mexico, and five 
counties in Arizona. The 

Arizona counties were 

transferred to the Twelfth 

District (San Francisco) in 

19n, and the Oklahoma 

counties were transferred to 

the Tenth District (Kansas 

City) in 1984. 

The Decades of the Federal Reserve 

"BUY A FEW CHAIRS AND PINE-TOP TABLES. 

HIRE SOME CLERKS AND STENOGRAPHERS, PAINT 

'FEDERAL RESERVE BANK' ON YOUR OFFICE DOOR, AND OPE UP. 

THE WAY TO BEGIN IS TO BEGIN .  

WHEN YOU MAKE A START, 

EVERYTHING WILL BE SMOOTHED OUT BY PRACTICE." 

Wil l iam G. McAdoo 
Secretary of the Treasury 

N 



Woodrow Wilson 

The presidential election or 19 12 
marked the culmination of more 
than 20 year of revolt again l a 
state of affairs that seemed to many 
lo guarantee perpetual political 
and economic control to the privi
leged few-most notably, those 
associated with Wall Street. 

Short ly after being elected 
President, Woodrow Wilson quickly 
established a legislative agenda 
designed to improve the nation's 
financial system and the general 
business climate. He successfully 
effected a reduction in tariff and 
set his ight on the nation's bank
ing system. 

Banker . the business commu
nity, and political lead rs agreed 
that the national banking yslem, 
which had been tablish d during 
Lhe Civil War was nawed in a num
ber of ways in meeting the financial 
needs of Lhe United States. With
out effective central control, the 
sy tern's provisions for mobilizing 
the banking reserve of the coun
try were inadequate in periods of 
crisis. and the inelastic money sup
ply hindered the activitie or busi
ness and industry. 

The issue of whether the new 
central bank would be organized 
around regional reserve bank or a 
centrally controlled system was 
hotly debated. Wall Street support
ers, politicians, farmers, and the 
American Bankers Association a l l  
had opinions on how the system 
should b established. Masterful 
compromises engineered by Presi
dent Wilson and de igned to com
bine the best of a regional system 
with heoversightof a central board 
made the federal Reserve Act a 
real it on December 23, 1 9 13. The 
only question that remained was, 
"Where wi J I  w pul Lh Reserve 
Banks?" 

DAY LETTER 
THE WESTERN UNION TELEGRAPH COMPANY 

R ECEIVED AT 

Above: Albert S. Burleson, o 

Texan serving as postmaster 

general, wired his congratula

tions lo Dallas Moming News 

publisher George B. Deoley, 

who hod been instrumental in 

promoting Dolla_s as a location 

for a Reserve Bank. 

Right: On October 1 6, 1 91 4, 

the first officio! meeting of the 

board of directors was held in 

the Directors' Roam at City 

National Bank of Dallas. Oscar 

Wells was elected the first 

"governor" of the Dallas Fed. 

Shown here: (first row, from 

lek) Fronk Kell, Morion 

Sansom; (second row, from 

lek) Oscar Wells, Felix 

Mortinez, E. 0. Tenison, 

chairman of the board; 

(third row, from lek) B. A. 

McKinney, E. K. Smith, J. J. 

Culbertson. Director W. F. 

Mccaleb is not pictured. 
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9 4 - 9 9 

LASTING BENEFIT 

T 
EXA WA TS RESERVE BANK," PROCLAIMED 

the Texas Bankers Record in February 19 1 4. 

Eag r Texans made passionat pl as at the Re erve 

Bank Organization Committe h aring in Austin that 

February. Representatives from Dallas, Fort Worth, and 

Houston expressed their desires lo have a Reserve Bank 

in their cities. Although all wanted a Reserve Bank, 

their logan was, "Texas first the city aft r." 

Dallas upporters were especially determin d in 

their efforts to have their city elected as a Res rve 

Bank ite. Dallas Morning News publi h r Ge rge B. 

D al y and Dallas Clearinghouse r presentativ J .  

Howard Ardr y I d th way in promoting Dallas and 

rallying upport in  Washington, D.C. Together with 

two New reporters, Tom Finty, Jr. ,  in Dallas and Mark 

L. Goodwin in Washington, D.C., Dealey and Ardrey 

sent coded telegram to two inrtuential Texans in 

Washington. Addressing the telegrams to "Mercury" 

and "Tacitu " to en ure confidentiality, Dealey 

communicated with Po tmaster General Albert . 

Burl n and presidential adviser E. M. Hou 

learn how Dallas was doing in the race. Ardrey and 

Finty even "accidentally" to k the same train from St. 

Louis to Dallas as Burle.son to mak Dallas' cas for 

s I ction. Ardrey recalled later that h con id r d th 

13 

train ride the mo t decisive event of the whole effort 

because it gav him a "long and uninterrupted inter

view with him [Burleson] ,  in which we succeeded not 

only in convincing him that Dallas should be the 

choice, but also in arousing his enthusiastic interest." 

Burleson and House took the city's case to the 

Secretary of the Tr asury and to President Wilson 

himself. In April, Dealey rec ived a telegram from 

Burleson indicating that Dallas would become the 

headquarters of th Fed' Eleventh Di trict. Con

gratulations poured in from around the state. Howls 

of protest, however, were heard from citizens in 

traditional financial pow rhou e New Orleans. The 

Reserve Bank Organization Committee stated that it 

cho e the I 2 cities it felt were the most important in 

t rms of banking resources, central location, and 

communication and transportation facilitie . Though 

Dallas and ew Orleans had comparably sized banking 

operation at th time, the committee thought it 

especially noteworthy that th banking bu in in 

Dallas had more than doubled in the past decade while 

that in New Orleans had remained stable. 

Ther was a cloud in the sky, however. In the 

summer before the Re rv Banks op ned for 

business, war had broken out in Europe. 
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1 4  

\ 

RESERVE DISTRICTS-1914 

• 

Above: The Federal Reserve Act designated three 

officials to serve as the Reserve Bonk Organiza

tion Committee and to select the cities where the 

banks would be located. Secretory of the 

Treasury William G. McAdoo, Comptroller of the 

Currency John Skelton Williams, and Secretory of 

Agriculture David F. Houston were also to draw 

District lines, Their task was to designate no 

fewer than eight but no more than 1 2  cities. In 

January 1 9 1 4, McAdoo and Houston logged 

1 0,000 miles traveling across the United States 

to hold public hearings. They also polled all 

notional banks on their preferences regarding 

the location of Reserve Banks. On April 1 ,  1 9 1 4, 

they mode on announcement designating 1 2  

Federal Reserve Bonk Districts. Although District 

boundaries hove changed slightly over the years, 

the originol 1 2  cities designated as headquarters 

hove never changed. 

Left: Workers type fanfold forms used by the Bonk 

when collecting on notes deposited with the Fed. 



The immediate impact on the United tates was so severe 

that the war threatened the nation' ability to maintain the 

gold tandard, brought th counlry to lh brink f a  major 

financial panic, and raised doubts about whether to open 

th Federal Res rve Banks in Novemb r. Th war al o 

dramatically aff cted the c tton mark t and s nt pric 

spiraling downward. Efforts n Pr id nt WU on's part to 

stay out of the fighting pro ed futile. and by April 1 9 1 7. th 

Unit d Stat had declar d war on Gennan . Alth ugh n l 

th mo t opportun Lime to b gin n w cenlral bank 

operations Lhe Re erve Banks open d as cheduled, but it 

would be years befor the p rat d und r what would be 

con ider d normal conditi n . 

As did the other 1 I R erve Banks, the Federal R erve 

Bank of Dallas op ned its d ors on o ember 1 6, 1 9 14 .  

With 27 employ s, the D l las Fed et to the t ks of making 

loans availabl t member banks and impl m nting a mor 

eff ctive syst m to coll ct and clear checks. Th Fed al 

intr due d Federal R erv n t into circulation, n l 

r d emabl in g Id. Thi n w curr ncy was lo fulfil l ne 

the major obje lives of th Federal Reserv Act-an elastic 

currency that w uld r p nd to the need of th busin 

community. The F d al began to participate with the U . .  

Treasury D partment in raising money for war. 

The Tr a ury start d a Liberty I an bond program to 

rais fund , and th R erve Banks wer all to duty. To 

handle the transactions required, th Dallas Fed established a 

Liberty Loan Department. District banks were asked to partic

ipal h avil and r pond d to the patriotic all b raising 

mor than $470 mi llion during fiv parate bond driv . 

With the end of the war on November 1 1 ,  1 9 1  

inflationary pr, ures aH  c t  d t h  con my. Additional 

burdens were placed on the Federal R rv Banks, n t 

only as a resu lt of war financing requir ments (which 

c ntinued alter the war) but also as a r ult of tr mendous 

loan d mand from banks, an enlarged check cl aring 

function, and other activities. 

While farmers tried to raise more crops and livestock lo 

h Ip the war effort, a se er drought plagu d lh outhw t. 

By the end of the decade, however, weather condition 

improv d, and the economic outlook brightened. In its 19 19  

Annual Report, the Dallas F d r ported a ph  n m nal 

growth in redit in the Distri l and cauti ned that thi 

growth was fueling "reckl extravagance and indulgen e 

in luxuri al a pace h r tofore unequaled.ft 

"Great possibilities are 

in store for Texas and 

the general Southwest. "  

Mark L. Goodwin 
V\!�1sh11h1!()r 1 l·cHrc-}�poncJenr fo, 
111e D<1l l;1:, 1\11u11, 111u News. 1 9 14 
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Benjamin Strong 

During the turbulent early year 

of the Federal Reserve System, one 

person stoodoutasa capable leader 

and visionary who guided th devel

opment or services and helped de

fine the role of Reserve Banks within 

U1e nation's financial system. Ben

jamin Strong, fir t governor of the 

Federal Reserve Bank of New York, 

became the dom inanl force in Ameri

can monetary and banking policies. 

Although reluctant Lo accept the 

position and not yet 42 yea rs old, 

Strong had an impressive back

ground in both domestic and inter

national banking-an •:nusual ex

pertise for that time. He was a pow

erful force in the early development 

of lhe Federal Reserve System 

because he threw himself into the 

effort. With the prominence of New 

York City in the banking industry, 

Strong was in a good position to 

help form the roles of the ystem 

and the regional banks.A friend said 

that Strong "was master of the Sys

tem because he mastered central 

banking." 

In 1 923 Strong said it had taken 

"nine years of the most intensive, 

painstaking study and work which 

it is possible for a man to endure 

and survive" for the Federal Re

serve to reach a point where its 

policies were "affirmative and con

structive" and there was "a pretty 

good knowledge of the System's 

power and responsibility." 

Strong'sexcellentadministrative 

skills and personal integrit won 

him support from Federal Reserve 

employees, bankers, economists, 

and politicians alike. A former asso

ciate summed it up best: "We knew 

that he knew, and we trusted his 

judgment." 

Above: More than 1 00  

banks failed nationwide 

every year during the 1920s. 

Left: After o brief economic 

depression in the eorly 

1 920s, most people en
joyed rising income and 

benefited from easy credit. 

It wos the age of floppers 

ond speakeasies. Those 

expressing concern over 

rompant spending ond 

unwise speculation in the 

stock market were mostly 

ignored-until 1929, when 

the morket croshed and 

fortunes vanished overnight. 

Right: In 1 928, Texos 
became the number one oil

producing state in the 
United States. As the 

automobile become m 

common in the 1920s, 

Americons sow something 

new along the roodside

drive-in gasoline stations. 
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9 2 0 - 1 9 2 9  

GREAT EXPECTATIONS 

M ANAGEMENT OF THE DALLAS FED "VIEWED 

with alarm" the unprecedented demand for 

credit on th part of its member banks. Almost 800 

out of 850 member banks borrowed from the Dallas 

Fed duri ng the early 1920s. The trem ndous postwar 

credit demands, the in flationary pre ures, and a 

subsequent crash in commodity prices led to a evere 

but brief d pression nationwide in 1920-2 1 .  The 

Dislrict economy mad everal adjustments to the 

situation and, eventually, managed to recover well. 

Agriculture was the exception. Farmers, unlik 

others in the economy, never fully recovered from the 

depression of 1920-2 1 and the drastic decline in 

commodity prices. Farmers remained trapped by 

deflated prices and glutted markets. Lower faITT) prices 

and heavy debt made agriculture unprofitable for many 

years. As business and agricultural problem mounted, 

loans were not repaid, and banks began to fail. In 192 1 , 

there were 82 bank failures in the Di trict. In response 

to th e failures, the Dallas Fed employ d pedal "field 

men" to oversee failing banks and established an In ol

vent Banks Department. Failed banks with outstanding 

loans from the Dallas Fed occasionally put the Bank in 

the cattle bu iness because livestock were frequently 

used as collateral. At one time, the Bank even had to 

arrange a cattle drive to Mexico to II its "herd.· 

Bank failures and a general public uneasin 

1 7  

regarding banking led to frequent runs on  banks. To 

help ease the tension, officials of the Dallas Fed made 

several app arances around the District, hauling in 

piles of cash to assure depositors that their bank was 

upported by the Federal Reserve. The touchiness of 

the situation led the Dallas Fed to issue a statement to 

its employees about making personal comments on 

banking conditions. The statement made clear that no 

employee was to di u banking matters that related 

to the Fed or to individual banks. 

Although bank fai lures increased alarmingly 

nationwide during the early 1920s, following the 

stringent credit conditions of 1 920-21 ,  the economy 

expanded and for the remainder of the decade was, 

on the whole, profitable for banks. Deposits in the 

District reached more than $ 1  bill ion in 1927. 

The 1920s produced a new order of things in 

America. The coming of radio, improved highways, and 

urban growth changed the nation in many respects. 

Mass markets developed for automobiJes and timesav

ing appliances. It was a decade of great expectations. 

Investments in tocks and bonds rose to staggering 

heights. With almost no margin required, it was easy to 

go into debt and gamble on what were assumed to be 

ever-increasing stock prices. 

Both the world's economy and the District's 

economy were booming by the summer of 1929. 
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Carter Glass 

Carter Glass began his career in 
the 1870s as a printer's assistant al a 
newspaper in Virginia. His quick wit 
and tenacious reporting skills served 
him well when he was elected to the 
U.S. House of Representatives in 1 902. 
He thought this career change would 
not lasl long and that he would return 
to his n wspaper and h is Virginia 
farm-until he became interested in 
crafting legislation to reform the 
nation's banking ystem in 191 1. 

He began drafting a bill lo establish 
a new national banking sysl m. with 
the assistance or H. Parker Wil lis, a 
former prof es orof economics. When 
Woodrow Wilson was elected Presi
dent in 1 9 12. Glass and Willis were 
busy pulling finishing touches on their 
proposal. They deliv red it to Wilson 
the day after Christmas 1912 .  Wilson 
liked il but wanted Lo add a central 
board to control and coordinate the 
work or the regional banks. Glass. who 
favored an autonomous regional re
serve system, was leery of any central 
control efforts but reversed his oppo
sition Lo ensure that the bill pas ed. 

Glass went on to serve as Presiden l 
Wilson's Secretary of the Treasury 
from 19 18 to 1920. As such. he helped 
structure for ign loans after World 
War I and handled special postwar 
domestic financial matters. 

In 1920, the governor of Virginia 
appointed Glass Lo lill a Senate seal 
left vacant by the death of Thomas 
taples Martin. Glass accepted the 

appointment and remained a senator 
un ii his death in 1 946. 

Glass worked on banking issues
drafting legislalion during the 1930s 
for bank reform, including the Glass
Steagall Acl, and ke ping an ever-vigi
lant watch over the functions of lhe 
Fede ral Reserve System, which many 
consider his creation. 

16,000 REWARD 
For DEAD Bank Robbers 

1.5,00D uob wW be paid f or  cadl lbnk Robber 

lqally k.l1led wb11c Robbins th& -
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Top: President Franklin Roosevelt signing the Banking 

Act of 1 933. With him ore (leh to right) Senator Carter 

Gloss; Comptroller of the Currency J. F. T. O'Connor; 

Senator Duncan Fletcher; Secretory of the Treasury 
Henry Morgenthou; Jesse Jones, head of the Recon· 

strudion Finance Corporation; Representative Henry B. 

Steagall; Marriner S. Eccles, Chairman of the Federal 

Reserve Board; and Leo T. Crowley, Chairman of the 

Federal Deposit Insurance Corporation. 

Above: In 1 926, the Texas Bankers Association offered 

a reword of S500 for each bank robber killed while 

robbing a member bank in Texas. The reward was 

raised to SS,000 as the number of bank robberie.i; 

increased in the lote 1920s and early 1930s. 

Right: Clyde Barrow and Bonnie Porker terrorized 27 

cities in six states from 1932 to 1 934. The two were 

notorious for dramatic and deadly bank robberies. 
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9 3 0 - 1 9 3 9  

A CRISIS OF CONFIDENCE 

T
HE ECONOMY WAS BOOMING BY THE LATE 
1920s. There was plenty of money, with plenty or 

takers. President Herbert Hoover proclaimed, "We 
shall soon with the help of God be in sight of the day 
when poverty will be banished from the nation." 

Conseivative bankers and the Fed viewed the 
situation with mixed emotions. To impose restrictive 
monetary measures might slow down the boom, and 
there was little inflationary pressure accompanying 
the upward spiral. However, the boom was out or 
control in the stock market, which crashed in October 
1929. Within a matter of weeks, Standard & Poor's 
composite index of 90 common stocks fell from 245 
to 1 62, wiping out more than one-third of the index's 
value. A "panicky feeling about money" swept the 
nation and the Eleventh District. 

The 1926-29 boom and subsequent Depression 
devastated the economy, resulting in political changes 
of major magnitude and a greater role for government 
in the regulation of busin and banking. 

The resulting Depression of the early 1930s 
gradually combined with additional adverse economic 
conditions brought about by a severe drought through
out the United States. A worried public, together with 
a shaky economy, caused frequent financial panics 
and bank runs. With the collapse of the nation's 

19 

financial system, banks closed in unprecedented 
numbers. Of the 2,300 bank failures in he nited 
States during 193 1 ,  93 were in the Eleventh District. 

By 1933, something had to be done. Franklin 
Roosevelt was inaugurated March 4, 1933, and acted 
quickly. He proposed to close all banks for several 
days. On Sunday, March 5, the Dallas Fed decided to 
close the Dallas Office and its Branches to coincide 
with any national "bank holiday." On March 6, 
President Roosevelt issued a proclamation closing all 
banks in the nation that week. Each Federal Reserve 
Bank had to review the financial condition of its 
regional banks and make reopening recommenda
tions to the Treasury. By Monday, March 1 3, banks 
reopened in Federal Reseive cities. On March 14 ,  all 
sound banks in 250 clearinghouse cities reopened. 
Other sound banks reopened March 15. Only 26 or 
Texas' 1 ,023 banks failed lo reopen. 

The Congress was convinced that major banking 
reform was needed and passed the Banking Act of 
1933 (also known as the Glass-Steagall Act) in June. 
The act redefined the banking business, and many of 
its provisions and effects ar still with us. Among 
other things, the act created the Federal Deposit 
Insurance Corporation (FDIC) to provide depo it 
insurance, separated commercial banking from 
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investment banking p 
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g interest on demand 

deposits, and s t inter 

For the lev nth F 

consecutive year i 

le el . Agricultural p du  tion 

ontinu d. on !ruction was do 

time and savings deposits. 

• trict 1 933 was the fourth 

l ined to new low 

e, but low pric 

, t . Fr m January to July 

193 , a h the Work prog m al the Dallas Fed hortened work 

hours and reduced salari b 5 percent. Thi pr ram alJow d 

the Bank t hir addition plo h (ping lo deer ase the 

number of u nem n d, married 

women were increasingly forced out of th job market in favor of 

unemployed men and wo en ithout famili to upport th m. 

The Dallas Fed adopted the policy that no married women would 

be employed at the Bank or t any of its Branches and that "the 

marriage of single female empl yees will automaticall terminat 

their employment with the Bank." 

In 1 934, as credit conditio wors ned, the Federal R rve 

was given authority to make direct loans to indu try. A new 

section of the Federal R rve Act J I  owed R rve Banks to rnak 

loans to industrial companies in exc ption I circurnstanc and 

only on a •reasonable and sound" basis. By ear-end, 371 bu i-

n had applied for such loans in the Elev nth Di tricl. 

Nationally, the Banking Act of 1935 made ignificant changes 

to the composition of the Federal Reserve Board and the way in 

which monetary policy was conducted. The ongress, in an effort 

to distance the Federal Reserve from undue politkal influence, 

removed the Secretary of the Treasury and the Comptroller of th 

Cunency from the Federal Reserve Board. 

Additionally, since the formation of th Federal R erve, 

leaders at both the Board and the R rve Banks had u d the titl 

"governor,� creating me confusion. Su qu ntly, "governor" 

was used to refer to only the ven membe of the B ard of 

Governors, and th heads of Reserve Banks became known a 

presidents. These en governors, along with five Reserve Bank 

presidents, were desi ated as constituting the Federal Open 

Market Committ to conduct open market purchases and sal 

of urities. 

By the mld-1 30s b the national and the local economies 

were slowly turning arou and recovery as under way. The 

Eleventh District ad fare much better other region . Its 

diversified agricultural base had produced ell, although al a 

�e level. Adding to the picture gr wing oil produc-

ti®, I sales, and con truction. Until the nd of the d ade, 

in the El venth Di 
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Top: A!. unemployment reoched 

25 percent, employers across the 

notion urged workers to "shore" 

their iobs with others. At the 

Dallas Fed, employees took a 

5-percenl pay cut and worked 

shorter hours as port of the 

Shore the Work program. 

Middle: Created on o temporary 

basis by the Banking Act of 

1 933, the Federal Deposit 

Insurance Corporation received 

permanent status in the Banking 

Act of 1 935, which doubled the 

deposit insurance allowance to 

S5,000 per depositor. 

Bottom: Che<ks were manually 

sorted in the early days of 

operation. 

will s 
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Marriner Eccles 

Throughout most of the 1930 and 
almost all of lh 1 940s, Marriner 
Eccles served as Chairman of lhe 
Board of Gov rnors. During these 
dramatic economic Limes, Eccles' 
leadership helped t renglhen the 
role of the Federal Reserve. 

I n  the ummer of 1 931, anxious 
d po itors lined the lobby of the First 
National Bank of Ogden, Utah. Thal 
day, a timely shipment of cash from 
the federal Reserve Branch office in 
Sall Lake City calmed the crowd and 
averted a run on the bank. Although 
many panics would send depo itor 
to his door, noon lost any money in 
the banks owned by Eccles in the 
1 930 . For Eccles, the experience 
wa unforgellabl . He began lo be
Ii ve that only the gov rnmenl could 
kindle a ma iv turnaround in the 
economy by putting pu rchasiog 
power in th hands of th p ople. 

Based on his ucc s ful handling 
of banking operations in the early 
1 930s, E cl s was asked lo testil 
before a 1933 enate Finance Com
mit lee h a ring on the causes of the 
Depre sion. In hist Limony, he out
lined specific wa for the f deral 
government Lo spur the economy, 
and he et forth an agenda Lo im
prove th Federal Re erv System's 
ability to respond to the banking dif
ficulties of the times. Many of his 
propo als were incorporated into 
President Franklin Roosevelt's ew 
D al program and the Banking Act of 
1 933. I mpre ed with Eccles exp -
rience and intellect, Roosevelt asked 
hirn toserveasChairmanofthe Board 
of Governors. 

Marriner Eccles served as Chair
man of the f'ederal Reserve 's Board 
of Governors from 1 934 Lo 1 948. He 

continued to serve a a memb r or 
the Board until 1 951 .  

T A L  AV I c ;  • P L  

for U1e Purchaat of 

I T  E D  
ID IE IF IE  

A V I G 

Top: October 27, 1 943, wos designated "Novy 

Doy" in Dollos. This cadet porode morched 

through downtown, post the viewing stond in 

front of Dollos City Holl. 

Above: To help i ndividuals purchose more 

bonds, defense savings stomps were intro

duced in smoll denominotions. 

Right: Americons were urged to save every

thing in on effort to conserve oil resources to 

win the wor. Rubber, nylon, oluminum, steel, 

gosoline, ond coffee were especiolly importont 

to the wo r effort. 
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9 4 0 - 9 4 9 

BACK THE ATTACK 

T 
HE FIRST THREE DECADES OF THIS CENTURY 

were shaped by financial panics, agricultural 

condition , unemployment, and the Great Depres

sion. The fourth decade revolved primarily around 

one event-world war. 

On December 7, 194 1 ,  the war became para

mount to the American people. With the bombing of 

Pearl Harbor, an i mmediate bui ldup of military 

equipment and personnel, combined with sacri fices 

i n  term of credit and commodity purchases, galva

nized the nation. Blessed with a large reservoir of 

labor, u nderutilized plant capacity, and a determina

tion to win, the country was u nited as never before. 

Federal Reserve Banks set about the task of 

helping to finance the war, which required larg sums 

of money quickly. War savings bond drives were 

headed by the presidents of the Federal Reserve Banks. 

Three new issues of savings bonds went on sale. They 

were designated "Defense Savings Bonds" and were 

advertis d as patriotic investments. Thousands of 

Americans bought bonds directly at post offices and 

other designated agencies or through the mail from 

Federal Reserve Banks or the Treasury Department. 

Individuals also could buy bonds through the "regular 

purchase plan"-a payroll deduction program. 

War financing soon consumed the country and the 
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nation's banking industry. A mounting federal debt of 

$45.5 billion in 194 1 soared to more than $260 billion 

by V-E Day on May 8, 1945. A patriotic call for support 

was the slogan for the fifth war loan drive in 1 944: 

"Back the Attack. Buy More Than Before." 

While war financing was a concern to the 

government, the needs of the American consumer 

would have to be put on hold u ntil the war was won. In 

August 1 94 1 ,  President Roosevelt issued an executive 

order providing for the control of installment credit 

because credit obtained too easily stimulated demand 

for i tems that competed with the military's needs. "To 

keep the cost of living from spiraling upward." he said, 

"we must discourage credit and i nstallment buying." 

War production became a matter of paramount 

importance. The military was in need of vast quanti

ties of supplies and equ ipment. Following the attack 

on Pearl Harbor, defense plants went on a seven-day 

workweek. It became necessary to construct more 

m ilitary bases and expand defense plants. The 

handling of large construction contracts was beyond 

the normal financing capacity of many firms invited 

to bid on the contracts. 

Early in 1942 , another executive order authorized 

the War Department, the Navy Department, and the 

Maritime Commission to guarantee designated 
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Left: Fighter planes 

on the assembly 

line at Chance 

Vought. The de

fense industry 

sprang to life in 

the United Stoles 

and in the Eleventh 

Federal Reserve 

District. In this 

District, 239 loans 

amounting to 582 

million were 

approved for 

businesses supply
ing military 

equipment or food 

to the armed 

services. 

Above: Financing the war was almost as big on 

undertaking as fighting it. The federal debt jumped 

from S45.5 billion in 1 941  lo S263 billion on V-E 

Doy. Americans were urged to help by buying 

savings bonds in five separate war bond drives. 

Left: Federal Reserve Books count, sort, and destroy 

cash for the U.S. government and the notion's 

financial institutions. Here, a worker in the 1 940s 

manually so� currency and looks for counterfeits. 



portion f I an that might be made by banks for the 
purpo f finan ing war production. Und r th order, 
Fed ral Reserve Banks were d ignated fi cal agents of the 
armed in arranging uitabl financing and inv li
gating er dit landings and the financial r ponsibility f 
the borrower. To accommodate this program, the Board of 
Gov rnors i u d Regulation V. The loan guarante d 
und r lhi pr gram be am known as V-loan . The first 
loans went to build army camps and air bases. Then 
shipbuilders, ammunition manufacturers, plane parts 
manufacturers, and food proc o. rec ived loan . The 
largest loan made by the Dallas Fed was for $ 10  mil lion to 
furnish powdered egg and other f d products to th 
armed rvic . Over th course of the war, the Bank made 
239 loans, total ing rno11 than $ 2 million. 

Th war touched th Eleventh Fed ral R erv Di trict 
tn personal way , t o. In May 1 942, hairman Jay Taylor 

k d for a leav of ab nc fr rn hi duti n the Dallas 
Fed's board of directors to serve as a major in Lhe Army. 
Employe at the Dallas F d and it Branches I ft in 
ignificant numb rs to join the war. In 1 942, mploy 

turno er was a concern. Hundreds of Bank employees 
enli ed in the rvices, and women were hired in increas
ing numb rs. 

By 1 944, 250 mplo es at the Fe eral Reserve Bank 
Dallas and its Branches were in mil itary servi e. A total of 
285 erved during the 1 940-4 p ri d, and 152 w re re-

mpl yed up n release from th rvice. i.x wer kill d. 
When the war end d in the um mer of 1945, consum

rs were ready. With few onsumer goods a ailable during 
th war, p nal saving r ached a r rd 25 p rcent of 
income. This pent-up consumer demand helped drive a 
urprising po twar pro perity. Fortunately for th District, 
hutting down the war industri did not hav th adv rse 

eff cts exp ct d. Th re was a b  om along th Gulf Coast. 
wher large ch mical plants were tablish d. Growth in 
manufacturing-coupled with a fav rable limat . abun
dant natural r urc , and availability f labor-made this 
area attra tiv for dev I pment. 

Toward th end of th I , a 4�h ur, five-eta 
workw ek wa tab!' h d at the Dallas Fed. America was 
ready for some I i ure time. 

"The Americans 

cannot build air

planes. They are very 

good at refrigerators 

and razor blades. " 

German Air Marsha l  
Hermann Gor ing 
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William McChesney Martin 

When er ated by th Congres in 
1913 Lhe f'edwa de igned lobe insu
lated from political pressures-but 
it would have lo wage several struggles 
lo achi v the I vel of independence 
originally intended for it. 

In the 1 930s, the f'ed gained a 
lillle distance from the over ight or 
the Treasury when Lhe ecrelary or 
the Treasury and the Comptroller or 
the Currency were legislatively re
mov d as m mbers of its Board. 

During the 1940s, wartime financ
ing efforts led th Tr a ury and th  
executive branch lo exert extensive 
influence ovenhe op ration of the 
Fed, and disagreements develop d 
about the appropriate monetary 
policy for the nation. 

The f' d ral Reserve maintain d 
that it could not achieve its goal by 
holding th rate on government se
curities low because lhat would sub
ordinate monetary policy to the fis
cal need of the Treasury. 

Working al the Treasury at the 
lime was Viri l l iam McChesney Martin. 

arlin participated in negotiations 
between the Treasury and the f' d 
and helped formulate an agreement. 
commonly referred to a the 1 95 1  
accord. Thea cord r stabli hed the 
f' deral Reserve's independence 
within government and gav lhe cen
tral bank the flexibility to decide how, 
and for what rea on , to conduct 
open market operations. 

One month after the accord was 
announced, Marlin was appoint d 
Chairman or the federal Res rve. 
With his background in finance, he 
was uniquely qualified lo reconcile 
the difference with the Tr asury 
and implement the newarrangemenl 

arlin served as Chairman of th 

Board of Governors from April 2, 
1951, to January 31, 1 970. 

Above: Watrous H. Irons, o professor of 

e<onomics ot the University of Texas ot 

Austin, wos employed in 1 945 os one of 

the first full-time e<onomists on stoff ot 

the Dollos Fed. His role wos to advise the 

Bank's president on economic conditions 

in the Eleventh Federal Reserve District 

ond to accompany the president to 

Federal Open Market Committee 

meetings in Washington, D.C. Irons wos 

director of reseorch ond then vice 

president ot the Dallas Fed before serving 
os its president from February 1 954 

through Jonuory 1968. Economists 

continue to monitor segments of the 

District's economy, os well os sl\ldy 

notional ond intemotionol developments, 

to provide advice to the Bank's president. 

Right: Leisure time in the 1 950s. 

left: The 

postwar 

housing boom 

moved more 

people into 

the suburbs. 
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9 5 0 - I 9 5 9 

LEANING AGAINST THE WIND 

D ECADES ARE OFTEN DEFINED BY SPECIAL 

events and the peopl who participat in th m. 

For the 1 950s, th decade has been defined by its 

music, by its fashion, and, to a certain extent, by it 

events. I L  was a decad that, in many ways, provided a 

relatively peaceful bridge between a turbulent time of 

war and another type of revolution-a ocial one. It 

wa a t ime when the United States caught its breath. 

enjoyed leisure moments, and produced some 

incredible automobiles and gadgets. For the banking 

industry, i t was a pivotal t ime when the industry was 

just beginning to feel the changes brought about by 

innovations in computers and automation. 

How ver p ac ful the 1 950s were, th decade 

started off with a bang-a "police action" in Korea. 

On June 25, 1950, President Harry Truman declared 

that invasion mu t b topped in Korea. Memories of 

shortages associated with World War II caused con

sumer goods to be snapped up seemingly without 

regard to co t. Consumers were once more asked to 

limit their purchases, and several Federal Reserve 

regulations covering credit guidelines for commodities 

and real tale wer i ued. When the Korean conflict 

nd d in 1953, th national economy had experienced 

some inflationary pressures, but it was not affected to 

the same extent as during World War I I .  

27 

For the Federal Res rve Bank of Dal las and its 

Branches, the 1 950s were fairly tam compared with 

th previous two decad . In g neral , there was a high 

level of economic activity in th District. Agricultural 

conditions were damaged mewhat by a prolonged 

drought, but indu trial activity was robust and the 

production of crude oil and natural gas ro to new 

r ords. Throughout the District, construction was 

doing well in the po t-W rid War II h using boom. 

For commercial banks in the District, the focu 

was on traditional credit markets-business and 

personal loans-leaving th rapidly growing mort

gage market larg ly to avings and loan associations. 

Th tructure of the banking industry nati nwide 

was changing significantly during the 1 950s. Larger 

banks wer capitalizing on l ib ralized state branching 

law . Although T xas did not allow branch banking 

unti l the late 19 Os, the number of bank branches in 

the Un ited States would incr as ightfold between 

1 950 and 1 980 to almo t 40,000. The shift of popula

tion to the suburbs spurred this developm nt, as did 

advances in  communications, data processing, and 

funds tran fers that mad branch networks more 

manag able. Interest ceilings on deposits h Ip d ke p 

the cost of funds low and shifted bank mp tition 

into nonpriced areas. 
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"Our purpose is to lean 

against the winds of 

deflation and inflation, 

whichever way they 

are blowing. " 

Wi l l iam McChesney Martin 
Ci1.-1,., ,,:.--1r: 

Fedt"•' d .  Re�e,,i.,·e Boa,tJ o ,� Govfl-':10.rs 

In the early 1 95 . the number f bank h (ding c mpa-
ni also incr d, r n wing oncems ab ut the regulatory 
ontrols on uch organizations. 11,e separation between 

banking and nonbanking activiti im ed by the Banking 
A t f I 33 (Glass-, teagaJI A t) did not apply to bank 
holding compani ; betw en 193 and 1956, regulators 
asked for the loophol to be closed and for bank holding 
compani t b br ught und r f d ral sup rvi ion. 

ationall , the numb r f bank holding compani 
was still relatively low in 1 956-abour 50 organizations 

wning 35 instituti n that c ntrolled 7.5 p r ent of 
commercial bank d po its. But rapid expansion of the 
holding ompani . plu the growing number of bank 
merg rs, prompt d th ongr t a t. 

Th r ulting law, the Bank Holding ompany ct of 
1956, was the mo t important piece of banking legi lation in 
20 years. IL required all holding compani owning or 
controlling two r mor banks t r gi t r with th F' d ral 
Reserve, file annual reports, and submit to examinations. 
Th act prohibit d banks from op rating lin of bu in 
that w re not a "pr per in id nt" to banking. and th 
Douglas amendment to the act effectively hailed interstate 
banking f r th next 20 years. 

While th a t lo d m loophol , it I ft a maj r on 
op n: holding compani with nl on bank remain d 
b yond f d ral r gulation. In 1970, am ndment t the Bank 
Holding ompany Act f 1956 brought on bank h lding 

mpani und r f d ral upervi ion and all wed all bank 
h Iding compani ngag in busin ly 
r lat d" t banking. 

The Federal R erve Bank of Dallas expanded its 
finan ial rvi , ec nomic r ar h ff rts, and public 
affairs activities in the 1950s. The Bank's first executive 
developm nl program was established in 1954 and in-
volv d r tating individual through th vari u d partm nt 
for on-th job training. 

Bank peration , hicb had entially remained 
un hang d for veral d cad . w r r v luti nized at th 
Dallas F d and acr th nation with th automation of 
check pro essing. An ev n bigger r volution was brought 
about by th u of comput t handle op ration and 
k p Ira k of th gr wing am unt of tati tical informati n. 
These technological breakthroughs provided small banks 
with pp rtuniti to xpand and offer diversified s rvic . 
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Above: One of the original objectives of the Federal Reserve Act 

was to improve the nalion's check collection system and help 

ensure an efficient l1Cltioowide payments system. Today, 

pnxessing checks for financial institutions is among the primary 

services that the Fed provides to its rustomen. 

By today's standards, the 1 950s were the Middle Ages 

for bank operations. Accomplished penormel coukl sort 1 ,000 

checks an hour, a volume computers now handle in less than 

30 seconds. The banking industry was worrying about being 

drowned by the rapidly growing volume of checks. In the mid· 

1 950s, the American Bonkers Association and the Federal 

Reserve began ta look into automating the processing of 
checks, resulting in the development of magnetic ink character 

recognition, or MICR-the preprinted numben and symbols that 
appea.r at the bottom of every check. 

In 1 96 1 ,  the Dallas Fed tested new high-speed computer 

equipment designed to read the magnetic characters. By 

1 963, the first high-speed check handling machines were 

installed al the Dallas Fed to process MICR·encoded checks. 

By 1 967, MICR encoding was mandatory for all checks. 

Left: Through the years, the Fed has been instrumental in de

veloping new methods of automated and electronic payments. 

The Federal Reserve began transferring information an 

public wire systems but decided for security reasons to install 

its own private wire system in 1 9 18. Over the years, teletype 

equipment replaced the original private wire system. Today, 

electronic impulses transfer funds for financial institutions 

through the Federal Re.serve's nationwide electronic network. 
By the 1 970s, automated c learinghouse (ACH) services 

also advanced the evolution of electronic payments. ACH 

services made direct deposit of payrolls o reality and sped 

transactions made regionally and notionally. 



Andrew Brimmer 

Andrew Brimmer was nomi
nated to ervea a memberoflhe 
Board of Gov rnors of Lhe Ped
eral Reserv System by President 
Lyndon Johnson in February 1 966. 

Brimmer brought a n w voice 
lo the Board during the I 960s. 
Pres iden t  Johnson said al 
Brimmer's wearing-in ce mony, 
"Thirty-three years ago Lhis week, 
not a single bank in America was 
open for business. II IVilS a time of 
depression and despair as Ameri
cans lost confidence not only in 
their dollar but in their sy tern of 
government itsel f. 

"Today all of that seems be
hind us. Our banking system is 
sound and there is confidence in 
the American dollar. Instead of 
d pression or recession, we are 
beginning our sixth year of unin
terrupted prosperi ty.' 

Brimmer, who had degrees in 
economics from the University of 
Wa hington and Harvard, took a 
leave from the Wharton School of 
Flnanceatlhe Universityof PennS)i
vania to serve as deputy assistant 
secretary for conomic affair in 
the U.S. DepartmentofCommerce 
before b ing selected a member 
of the Board of Governors. 

While serving as a Governor, 
Brimmer headed efforts lo imple
m nl the Voluntary For ign Credit 
Restraint Program. He also fo
cused atlention on credit card 
practices in the banking industry 
and on the economics of AI rican
Americans. He expressed his de
sire that the main thrust of Ameri
can society be toward "widening 
he opportunities" for African

Americans and other minority 

groups "to parlicipale mor fully 
in an open society." 

Following the assassination of President John F. Kenn 

November 22, 1 963. 

Third from top: In the 1 960s, cash unfit to be recircula 

was cut in half and mailed to the Treasury far deslrvcfion,-----....,._,,, 

For security reasons, only half of the currency cut wa.s mailed 

at a time. A,, postal rotes rose and limits were imposed on 

the amount the post office would handle at once, Reserve 

Banks took on the responsibility for deslToying "old" money. 

Right: At 10:56 p.m. on July 20, 1 969, aslTonaut Neil 

ArmslTong took uone small step" on the moon, and outer 

5fX1Ce �emed Q liltle doser to Earth. 

Left: The 1960s 

uprisings on 

campuses, in 

buses, at lunch 

counters, and 

in the notion's 

capital. 
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9 6 0 - 1 9 6 9  

INTO ORBIT 

T
HE 1960S WILL ALWAYS BE REMEMBERED FOR 

their turbu lence and drama-civil rights demon

strations, political upheavals, the Cuban missile cri is, 

assassination , the pace program, and "one small step" 

on the moon in the summer of 1969. 

On the economic front, lhe early 1960 were a 

period of relative price stabil ity. The eed of inflation 

were sown later in the decade with th imu ltaneou 

fighting of two wars-the war in Vietnam and the war 

on poverty. In almost every year of the decade, lhe 

federal government ran a deficit in its operation , and 

the federal debt stead i ly increased. Wholesale prices 

crept upward. But prosperity seemed assured as the 

gross national product also increased fairly teadily 

and income ro e. Bank deposits i ncreased , and 

financial institution sol icited the ballooning and very 

profitable consumer credit market. 

Advances in computer technology and op ra

tional developments forever changed the Federal 

R erve's way of doing business. Computer innova

tions in the 1960s spurred electronic handl ing of 

checks, faci l i tated efficient accounting methods, and 

helped the economic research departments track 

trends in the economy. 

To help integrat n w comput r t  chnology into 

the Dal las Fed, a Machine Processing Department had 

been created in the late 1950s. Activities of the 

department were expanded significantly in th 1 960s, 
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and an effort was under way to move qu ickly toward 

automating the Bank' perations. 

One of the first areas to benefit from computers 

was the Checks Department. The Federal Reserve 

worked with the American Bankers Association to 

develop new t chnology and methods of processing 

checks to handle in r asing volumes. The result of 

that effort was the development of magnetic ink 

character recognition (MICR) for electronic handl ing 

of checks. In 196 1 ,  the Dallas F d participated in a pilot 

program to us prototype high-speed check machin 

to read th magnetic information. The Dal las Fed 

permanently installed its first h igh-speed check 

handling machine to process magnetic enc ded 

checks in 1 963. By September 1 967, MICR encoding 

was mandatory for all check pro ing. 

In lhe early 19  Os, approximately 90 percent of 

the currency and coin shipped by the Dallas F d to 

banks went through the post office. Increases in 

postal rates and l imitations on the dollar amount 

a llowed to be carried on postal trucks forced the 

Bank to consider greater use of armor d carriers. 

Changes to U.S. money al o occurred in the early 

1960s as silver pric ros . Silver certificates in $ 1  

den minations were still in circulation and were 

replaced with newly printed $ 1  F deral Reserve notes 

in 1 963. Clad, or "sandwich," coins containing a lower 

amount f ilv r w  re introduced in 1 965. 
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Richard Nixon 

During World War II, at Brellon 
Woods, ew Hampshire.a system was 
established that required countries 
Lo set "par

ttvalues oflheir currencies 
relative Lo Lhe U.S. dollar. The Trea
sury was committed to redeem sur
plus dollar claims or foreign central 
banks or governments, in gold, at the 
rate of one ounce for every $35. 

Under Lhe Brelton Woods agree
ments, deficit countries had to use 
their international gold reserves Lo 
r deem their own curr ncies from 
Lhe surplus countries at the fixed ex
change rate. Alternatively, countries 
with trad deficits had lo use restric
tive monetary or fi cal policies to curb 
their imports, thereby restoring a bal
ance or payments with their t rading 
partners al the declared rtxed ex
change rat 

long as lh United Stales had 
trad surpluses, running out of gold 
reserveswa nolaconcern. However, 
pressures on the U.S. gold reserve 
began as early as 1958; despite efforts 
to adjust 1he U.S. economy and curtail 
the gold outflows, these pressures 
continued, the U.S. balance of pay
ments position deteriorated rapidly, 
and innation scalaled. 

OnAugust 15, 1971,President Rich
ard ixon changed the monetary rules 
under which nations had traded with 
one another for 25 years by announc
ing that the United State would no 
longer freely convert official dollar 
holdings into gold. Despite the grow
ing nse that Lhe Bretton Woods sys
tem wa unraveling in the immedi
ately preceding months, the nature 
and scope of the program wa a u r
prise to Lheworld. Bargai ning over an 
exchang rate realignment was pro
longed. Agreement on the new ex
change rales was finally reach d in 
December 1971 .  The American econ
omy responded lo the new system 
with a vigorous expansion. 
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1970 1971 1972 1973 

Left: Automated teller machines (ATMs) 

introduced consumers to the electronic 

age of banking in the early 1 970s. 

Below: Interest rates and inflation rose 

dramatically during the 1 970s. Efforts 
to control rising prices were ineffective, 

and in its 1 979 Annual Report, the 

Soard of Governors stated, "At year· 

end, the short-term outlook for inflation 

remained bleak. n 

Left. In the 1 970s, 
a world oil shock 

was caused when 

OPEC announced 

major price 

increases. Gas 

rationing in the 

United States 

meant long lines 

at the pumps. 

Annual Rate of I nflation 

1974 1975 1976 1 9n 1978 1 979 1 980 
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9 7 0 - 9 7 9 

OUT OF THE WOODS 

I THE 1970S, THE ECONOMI STORY REVOLVED 
around rising inflation and its devastating effects. 

Wage and price control wer put in place. The econ
omy was stagnant but prices were rising. This unusual 
ituation gave u a new economic term- tagflation. 

In r cognition of th powerful effects of monetary 
and fiscal policies on the economy, policymakers were 
advocating frequent policy changes in efforts to "fine
tune" the economy and keep it constantly at full capacity. 

To encourage this fine-tuning, the Full Employ
ment and Balanced Growth Act of 1978, also known 
as the Humphrey-Hawkins Act, was enacted. The act 
expand d the I i  t of national goal established by the 
Employment Act of 1946 for achieving employment, 
production, and price stability to include providing 
growth, improving the trade balance, and balancing 
the federal budget The act also required the Fed to 
report its monetary policy plans to the Congress twice 
a year and to comment on the relationship of those 
plans to the President's goal 

In the midst of these events and perhaps more so 
than in their prior hi tory, banks were having to compete 
for funds-with competitors who could play by less 
restrictive rules. Traditional savings flowed out of banks 
into institutions not bound by interest rate ceiling . 
These •nonbank banks" attracted fund with uch 
options as mutual funds and OW (negotiable order of 
withdrawal) accounts. 
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An emphasis on con umer rights commanded a 
significant amount of attention and led to the passage 
of many acts protecting all consumers and pelling 
out their rights. The Community R inv tment Act of 
1977 establi hed the responsibility of financial 
institutions to serve the development n eds of their 
communities, including lower-incom neighborhoods. 

The growing u e of computers in the banking 
industry aff ct d the Federal Reserve Bank of Dallas. 
Just as check processing was automated at the Dallas 
Fed in the 1 960s, currency pro essing was automated 
in the 1970s, and in 1975, the first high--speed currency 
processor was operating in the Dallas Fed's Cash 
Department. 

Automated payments were coming into their 
own as well. By 1 976, the first automated clearing
house (ACH) payments were being handled by the 
Dallas Fed in conjunction with the South Western 
Automated Clearing House Association. 

In the early 1 970s, the District's energy indu try 
dealt with the effects of the oil embargo imposed by 
the Organization of Petroleum Exporting Countries 
(OPEC). This District's economy was helped by the 
higher oil prices, leading to increased real estate 
development, manufacturing growth, and transporta
tion improvements. Most of the United States, 
however, suffered a severe economic decline 
following the sharp increases in energy prices. 
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Pau l  Volcker 

F'or years th F'ederal Reserve 
System used interest rates to gauge 
conditions in t he money market and 
set t he direction of monetary policy. 
Jn the 1 970s, the money mark t 
boomed.and interest rates rose dra
matically. In October 1979,afteronly 
two months as Chairman of the Fed
eral Re erv ,PaulA.Volckerchanged 
the fo us of monetary policy. 

Callingan unusual Saturday meet
ing of Lhe Federal Open Market Com
mittee, Volcker expressed his de
sir to change direction. In a press 
conference following the m eting, 
he announced that Lhe Federal Re
serve would no long r use intere l 
rates as the only economic barom
eter but would look primarily al the 
supply of money. 

By monitoring the money supply, 
Volcker hop d to curtail s�-yrock ting 
prices and runaway in nation.Applying 
the brakes toan overheated economy 
was not an easy or a popular job. The 
onstruction industry was special!_ 

hard hit, and many contractors ex
pressed Lheir feelings bymailing two
by-fours and brick to the Chairman 
to protest tight Fed policies. 

But the F'ed underVolcker's chair
manship remained firm. The goal to 
el iminate the devastating ffects of  
continuing inf lation was reached 
over the next four years. By 1 985, Lhe 
prim rate, which had reached 2 1  
percent in 1 982, dropped b low 1 0  
percen t .  The i n flat ion rate also 
dropped drama t ically-from 14.2 
percent in August 1 979 to 4. l percent 
by August 1987. 

Volcker served as Chairman of Lhe 
F'ederal Reserv Board of Governors 
from August 6, 1979, lo August 1 1 , 
1 987. 

Above: The number of U.S. banks 

thot foiled averaged about six per 

yeor from 1 950 through 1 979. This 

tranquil period come to on abrupt 

end in the 1 980s. Bonk failures in 

the United States increased from 10  

in 1 980 to more than 200 in 1 989. 

In the Eleventh District, bank failures 

rose from none in 1 980 to 144 in 

1 989. More important, as a 

proportion of total U.S. failures, 

Eleventh District bank failures 

climbed steadily from zero percent 

at the beginning of the decode to 70 

percent in 1 989. 

'It's Paul Volcker-he put me on hold!' 
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9 8 0 - 9 9 2 

DOWN THE LONG ROAD 

I T WAS FAR FROM QUIET ON THE FINANCIAL 
front early in the 19 Os. Economic events in the 

preceding two decades finally forced major adju t
ments in lh banking indu try. Inflation was choking 
the economy. The prime rate rose lo a record 2 1  
percent, and the Fed's discount rate hit a high o f  1 4  
perc nl. 

Increased ophistication in monetary affairs on 
the part of the average citizen, entrance of nonbank 
organizations into the field of checking accounts, 
declining m mbership in the Fed ral R erve System, 
improved communications that pennitted almost 
instantaneous execution of transactions, and easy 
ace to the markets of th world di rupted th usual 
patterns of banking. 

These factors, plus a growing interest on the part 
of the Congr , prompt d th passag of th D p si
tory I nstitutions Deregulation and Monetary Control 
Act of 1980. This law reshuffled the entire financial 
indu try and et the tag for chang and innova
tion-especially for the Federal Reserve. Features of 
the act were numerous and far-reaching, but for the 
F deral R erve, three stand ut. First, all dep sitory 
financial institutions (whether or not they were 
members of the Federal Reserve) maintaining 
checking or transaction accounts had to begin holding 
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reserves with th F d. S cond, all types of depo it
taking financial institutions-including all banks, 
savings and loan associations, and credit unions-
became eligibl for loans from the Fed's d iscount 
window. And third, the act required the Fed lo pric its 

rvic for the first lime and recover the co ts associ
ated with providing them to the financial industry. 

Con umers al o pr urnably benefited from the 
act through the increased maximum of $ 100,000 for 
deposit insurance and the phas d lifting of interest 
rate ceilings on depo its. onetheless, it was the 
financial indu try and the Federal Reserve that had 
the most adjusting to do. The long-defin d lines of 
distinction among the variou types of financial 
in titutions b cam increasingly blurred. 

During the l 980s, the Fed adjusted to its new 
client base and evolved in its role of providing priced 
financial rvic . Innovation and reliability became 
key considerations as computer technology contin
ued to broaden the scop of what could be accom
pli h d I ctronically. Efforts were undertaken to 

xpand electronic connections wiU1 the Fed, and in 
the early 1980s, dire t computer-to-computer connec
tion were initial d with the establishment of the 
Dallas Fed's RESPONSE network. Computer innova

tions also allowed improvements to ch ck collection 
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rvices, fund and curiti transfers, cash ordering, and 
data r p rting requir m nts. 

The Garn-St Gennain D posito In titutions Act of 
1 9  2 p d up the phas out of int rest rat c iling and 

pand d p rrni ibl rvic f r thrift in titutions. Th a t 
also permitt d interstat and cro indu try cqui ition r 

fail d in tituli ns. A qui itions aero tat lin allowed 
banks L b m "r gional," although full int rstat 
banking was till not allowed. 

Th e onomy or the El venth Di tricl w d astated 
during the 19  by th collapse of oil prices-first in 19  I 
and again in 19 6-and th ub qu nt bu t in th r al 

vents took th ir toll on th District's 
banking indu try. In th El enth Di trict, mar than 500 
banks fail d fro 19  0 through the first ix m nth or 1 992. 
or th 200 bank failur nati nwid in 1 , 1 1 7 w r in thi 

ar 19 9 was the worst for bank failur in th 
Distri L. with 1 failur . Tex wa p iall hard hit. 

in of th top 10  banks ith r r ii d r w r tak n ver by 
an out-of-stat bank, r b th. Econ mic pr bl m cau ing 
bank failur b ame vi ent in th r parts r th nati n 
toward the end of th d cade. For thi Di tri t, how v r, 
failures hav decreased dramaticall , with r wer than 1 0  
recorded during the first i x  month o f  1992. 

While the banking ind continu efforts to g t back 
to busin as usual, "usual" h a n w m aning. 111 bu in 
of managing and regulating financial in titution has b com 
increasingly complex. Strict definitions of penni ibl lines of 
comm rce and structure are b ming I pra ti al. 
l g th r with th ong . financial institution and th ir 
regulators fa e " lving th issu r the thrift crisi . d posit 
insuran reform, and th expansion f bank pow rs. 

Th pening r int mati nal mark in R ia and 
East m Eur pe also p nts n w challeng for th financial 
mark tpla • . In addition, the tr nd toward fr er tl'ad 
b tw n M xi o. Latin Am rica, Canada, and th Unit d 
tat will improve trad r lations, in r exports, provide 

an impro d basi for anomic and finan ial tability among 
W em H m� phere nati n . and stl" nglh n the 
of both th D' lri t and th Unit d tat . 

For the Fed ral R rve Bank of Dallas, th futur will 
rev Iv around pr iding quality rvi to th finan ial 

nth F d ral R rve Di trict, up r-
vi ing and monit ring the p rformance of this Di trict' 
financial instituti n , and helping to guide m netary p !icy 
deci io for th nati n' ec nomy. 
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Above: The Fed hos three primary methods of influencing the 

amount of funds available to financial institutions and, thus, to 

the public. It con raise or lower reserve requirements. It con 

increase or decrease the discount rote ot which institutions con 

borrow from the Fed. It con also buy and sell Treasury 

securities in the open market. 

Open market operations ore the most frequently used of 

the three. In open market operations, the Fed con sell U.S. 

government securities to established securities dealers. These 

dealers pay for securities with checks drown on financial 

institutions. To collect these checks, the Fed charges the reserve 

accounts that institutions hold with the Fed. This process 

decreases the amount of loanable money and, therefore, the 

amount of money in circulation. On the other hand, if the Fed 

buys securities, overall reserves, loanable funds, and money in 

circulation are increased. 

Decisions regarding monetary policy actions are made by 

the Federal Open Market Committee (FOMC). Open market 

operations ore conducted daily through the Trading Desk at the 

New York Fed. Here, specialists carry out instructions from the 

FOMC to buy and sell marketable securitie.s. They maintain a 

telephone link with about three dozen dealers in U.S. govern· 

ment securities. 

Right: Computer·to·computer connections became possible with 

the introduction of the Dallas Fed's RESPONSE network in the 

earfy 1 980s. 
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Prominent Chicago 
architectural firm Graham, 
Anderson, Probst and 

White was selected lo 
design the headquarters 
building of the Federal 
Reserve Bank of Dallas in 
1 919. Shown here (left lo 
right): Ernest Robert 
Graham, William Peirce 
Anderson, and Howard 

Judson White, with a 
model of their design for 
another landmark 
building--the Wrigley 
Building in Chicago. 

Buildings of the Past and Present 

'THE BOARD OF DIRECTORS AND THE ExECUTIVE COMMITTEE, 

AFTER MUCH DELJBERATION AND CAREFUL THOUGHT AS TO VARIOUS 

OFFERS OF BUILDINGS AND LOTS ON NOVEMBER 1 6, 1 9 18, 

PURCHASED A SITE 1 62 BY 183 FEET ON SOUTH AKARD STREET, 

ONE BLOCK REMOVED FROM COMMERCE STREET, THE LATTER BEING 

ONE OF THE PRINCIPAL DOWNTOWN THOROUGHFARE.S." 

J. L. Lumpkin 

Credit Manager of the Dallas Fed, 1920 
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1 305 MAIN TREET 

I 

1 1 -1 

Above: The Federal Reserve Bonk of Dallas 

opened for business in rented space in the 

Guaranty State Bank and Trust Company 

Building on November 16, 1914. The building 

was located at 1 305 Main Street, where the 

Davis Building now stands. 

400 S. AKARD STREET 

1 1 0 1  COMMERCE STREET 

Above: The first pennonent home of 

the Federal Reserve Bonk of Dallas 

was located at 1 1 01 Commerce 

Street in a building originally 

designed for a jewelry wholesaler. 

The Bank remodeled the space ta fit 

its unique needs and moved into 

these quarters on October 30, 1 9 1 5. 

Left: For 71 years, the building at 

400 S. Akard Street served as the 

headquarters for the Federal Reserve 

Bank of Dallas. Above the entrance 

stand "Integrity" and "Protection." 

Designed by New York sculptor 

Henry Herring, the figures were 

carved in place. Crowning the 

building is an interesting mingling of 

classic design with a Southwestern 

touch-steer heads wreathed with 

garlands. Employees moved in 

offic;ially on Marc;h 1 2, 1 92 1 .  
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FORMER ADDRESSES 

T 
HE FEDERAL RESERVE BA K OF DALLAS 

opened for bu iness on ovember 16, 1914 ,  in 

temporary quart rs on the first floor of th Guaranty 

State Bank and Trust Company on Main Street in down

town Dallas. Even with a small staff of 27, these quarters 

oon proved to b inadequate. The vault pace, 

especially was too small to serve th Bank's n eds. 

By April 19 15, the Bank's board of directors 

authorized leasing a building that had been occupied 

by a wholesale jewelry firm at the comer of Com

merce and Martin Streets. The lease agreement 

included a purchas option, and after extended 

negotiations, the board decided to purchase the 

bu ilding in August 1 9 1 5. 

This purchase made the Dallas Fed the first 

Reserve Bank to own its own facilities. In the early 

years, however, the proper procedures for doing this 

kind of thing were not specifically written down. 

When the Federal Reserve Board learned of the 

purcha e, it criticized the Dallas Fed' directors for 

not notifying the Board in advance. Matters were 

smoothed out when the di rectors adopted a resolu

tion expressing their regret and giving assurances that 

approval would be obtained before taking uch a step 

in the future. Employees moved into their newly 

remodeled facilities on October 30, 19 15. 

Because the staff was expanded in 19 18  to 

handle extensive war financing operations, Dallas 

Fed staff members were working in four buildings. 

The Bank decided that it was time to expand its 

facilities and purchased land on the corner of Wood 

and Akard Streets-this time with prior approval. 

The bu ilding ro e quickly. On April 2, 1 920, the 

cornerstone, with a time capsule inside, was laid. 

Special efforts were expended to finish lhe Transit 

4 1  

Department, which s rted th growing number of 

checks for the Eleventh District. The department's 

employees moved to the third floor on December 12, 

1 920. Remaining employe moved in March 12, 192 1 .  

For the next 7 1  years, the bu ilding at 400 S. Akard 

Street was the headquarters for the Federal Reserve 

Bank of Dallas. The building was designed by the 

Chicago architectural firm Graham, Anderson, Probst 

and White. The design borrowed symbols of beauty 

and trength from classic Italian architecture, with 

ome appropriate Southwestern influences, such as 

the steer heads draped with garlands that decorate 

the top level of the building. Griffins, the traditional 

guardians of wealth, stand guard around the base of 

the light posts on either side of the Akard Street 

entrance. Figur bearing the names "lntegrity" and 

"Protection" were carved in place above the doors of 

this entrance by New York sculptor Henry Herring. 

The original building had five stories, with a central 

"light-court"-an inspiration for today's atrium designs. 

The first floor was known as the Banking Room and 

housed the teller windows of the Cash Department, 

among other offices. By the late 1930s, expanding 

operations necessitated some remodeling. The light· 

court was closed in, and two more stories were added 

to the original tructure in 1 940. 

By the late 1950s, the Bank purchased adjacent 

property for a large expansion at the back of the build· 

ing. The addition housed a new vault, had expanded 

cash facilities and security functions, and provided 

additional general office space to all floors of the Bank. 

In tribute to its architectural design and in 

recognition of its role in the development of the area, 

the Dallas Fed building was designated a historic 

landmark by the city of Dallas in May 1979. 

- - -
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SAN ANTONIO BRANCH 



BRANCH BUILDINGS 

El Paso Branch 

Branch banks are an important part of the regional 

structure of the Federal Reserve System. The fust Branch 

in the El v nth District opened in El Paso on June 1 7, 1918, 

to better serve member banks in the extreme western 

portions of the District in Texas, New Mexico and, at 

that time, portion of Arizona as well. Fourteen 

employees opened the new Branch in rented space in 

Rooms 318-326 in the First National Bank Building. 

By May 19 19, the Bank had purchased property 

on Myrtle Avenue for a new building. Con truction 

began in November 1 9 1 9, and in August 1920, employ

ees moved into the new building. 

Expanding responsibilities and increased 

vol um nece itated the move to new space in the 

mid-1 950s. Groundbreaking ceremonies for the new 

building were held in 1956 on the half block bounded 

by Main, Stanton and Kansas Streets and the Texas 

and ew Orleans Railroad. Built to accommodate 

future growth, the offices at 301 E. Main Str et, in the 

heart of the central business district, opened for 

business on D cember 1 8, 1 957. 

Houston Branch 

The second Branch office of the Federal Reserve 

Bank of Dallas opened in Houston on August 4, 1 9 19,  

in a portion of the first floor of the old Cotton Exchange 

Building at the comer of Travis and Franklin, now 

known as the Hermann Building. The vault of the 

adjacent Union National Bank of Houston was used 

to store cash and curities. 

The Houston Branch quickly outgrew its initial 

home, and a new facility was built to house the Branch. 

Employees moved into this first permanent location on 

the comer of T as Avenue and Caroline Street in  
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February 1922. The cash and securities were moved in 

armored trucks that were surrounded by an escort 

compos d of the Houston police, Branch guards, and 

the male employees of the Branch. This escort walked 

the $25 million through the streets of Houston to the 

new building. This facility served the Houston Branch 

well until the mid-1950s, when operations had grown 

sufficiently to warrant another move. The Branch built 

another facility and on March 3 1 ,  1 958, moved into the 

building it occupies today on San Jacinto Street. 

San Antonio Branch 

In October 1 926, representatives from the San 

Antonio Clearing House Association appeared before 

the Dallas Fed's board of directors for the second 

time to present an application for the establishment 

of a Branch at San Antonio. Thi time, their request 

was granted; on July 5, 1 927, the Branch opened for 

business in temporary quarters in the Frost ational 

Bank Building. A staff of 57 operated at this location 

until a Branch building was opened in 1 928. 

Over the years, as the San Antonio Branch grew 

in responsibilities and staff, the need for a new 

headquarters became more and more evident. In 

1952, the Gibbs MacDaniel property was purchased 

for the site of a new building. On the property stood 

the old two-story Vance House, believed to have been 

the headquarters of General Robert E. Lee, who spent 

two of his six years in Texas as an officer in San 

Antonio. Although the Vance House had to be 

d troyed to make way for the new Branch building, 

a marble commemorative plaque was placed on lhe 

northwest comer of the grounds as a reminder of the 

house' hi torical ignificance. The new facility 

officially opened October 1 1 , 1956. 
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Right: Groundbreaking ceremonies, 
June 1 4, 1 990  

RESERVE BANK OF 



REASON TO CELEBRATE 

W E EVER HAD ORDINARY GOAlS IN BUILDING 
this building," says James L. Stull, the Dallas 

Fed senior vice president who has overseen the build
ing of the Bank's new headquarters. "We wanted to 
build it on a fast-track schedule, bring it in under 
budget, and apply higher quality standards in building 
a state-of-the-art headquarters. 

"In addition to those goal , we also had a mission 
that revolved around making the building a special 
environment for the employees of the Dallas Fed. We 
wanted to have the building be a pleasant and efficient 
space within which to work, and I feel we have 
achieved all of these goals." 

When the Federal Reserve Bank of Dallas 
announced in 1989 that it was going to build a new 
headquarters facility, a long and complicated process 
began. Building the facility on a fast-track schedule 
meant saving millions of dollars but also meant that 
construction had to begin before plans were devel
oped and finalized for the entire project. 

"We are the first Federal Reserve Bank to ever 
build a building this way," says Stull. "It is a reflection 
of the confidence the Board of Governors had in the 
people involved in this process that they allowed it to 
be done this way." 

More than 1 7  alternatives were considered before 
the site on the northeast corner of Pearl Street and 
Woodall Rodgers Expressway was purchased. "This 
site was selected because we needed a large amount 
of land to accommodate the footprint of the build
ing," says Stull. "We narrowed our choice down to 
three locations and picked this one because it offered 
great access and would accommodate our space 
requirements. I t  also provided a dramatic setting that 
allowed the architects to create a building which 
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relates to the beauty of the surrounding architecture." 
Groundbreaking ceremonies were held on June 14, 
1990. At the ceremonies, former Dallas Fed President 
Robert H. Boykin said, "Today, the Federal Reserve 
Bank of Dallas is casting its vote of confidence for the 
long-term economic viability of the city of Dallas and 
the Eleventh Federal Reserve District." Employees first 
started moving into the building in May 1 992. 

Special features of this new facility include an 
automated vault that uses robotics for storage and 
retrieval of currency, raised flooring throughout the 
building to facilitate the wiring needs of the auto
mated environment of the 2 1st century, and floors 
designed around the work-flow needs of the indi
vidual departments. 

"Special efforts were made to make the building 
a pleasant and relaxing place to be," says Stull. "We 
wanted employees to want to be here. Having a good 
place to work will help us recruit quality employees 
and retain them for the future." 

Features were also incorporated in the building 
for bankers and the public. A 300- to 500-person 
auditorium and special training rooms have been 
built to accommodate conferences both large and 
small. In addition, two areas have been set aside for 
educational exhibits, and an extensive tour program 
is planned. The public can even enter on the ground 
level to buy U.S. Treasury securities more easily than 
in the past. 

"l think it i!; a great addition to the city of Dallas, 
and I think everyone on the project just did the right 
thing," says Stull. "You know that saying, 'If you don't 
know where you're going, any road will take you 
there'? Well, we did know where we wanted to go, 
and with some luck, we were able to get here." 
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A Point in Time 

"WHAT WILL DIFFERENTIATE THE FUTURE FROM THE PAST 

IS THE EFFORT WE MAKE TO LOOK FOR BETTER WAYS TO DO OUR JOB. 

MAYBE JUSf DOING SOMlilliING BEITER DOESN'T SOUND UKE A CHAUENGING GOAL, 

Management Team: !first 

row, from left) Jay K. 
Mast, Tony J. Salvaggio, 

Robert D. McTeer, Jr., 

Robert F. Langlinais; 

!second row, from left) 

Harvey Rosenblum, Robert 

D. Hankins, James L Stull, 

Millard E. Sweatt. Not 

pictured: Sam C. Clay, 

Thomas H. Robertson, 
Robert Smith, Ill. 

BUT COMPANIES THAT HAVE THIS AS THEIR GOAL ARE SUCCESSFUL. 

WE HAVE TO SERVE ALL OF OUR CUSTOMERS AND PROVIDE A 

FOUNDATION FOR THE AMERICAN ECONOMY." 

Harvey Rosenblum 
Senior Vice President and Director of Research 



Right: Bran,h Management 

(from left) Thomas H. Robertson, 

Son Antonio; Som C. Clay, El 

Paso; Robert Smith, Ill, Houston. 

Below: The Boardroom al the 

Dallas Fed. 



A POINT IN TIME 

For the staff of the Federal Reseroe Bank of Dallas 

and its Branches, everyday activities are an important 

component of the smooth operation of the nation 's 

economy, the careful superoision of its banking 

industry, and the reliability of its payments sy tem. 

Some of the issue dealt with each day are part of 

a continuing discussion regarding the role of the Fed

eral Reserve in serving the United States and its bank

ing system. Some i sues are a result of new technology 

and innovations in providing financial seroices. Some 

ari e from new legislation. This section takes a brief 

look al issues currently being discussed by the senior 

management of the Federal Reseroe Bank of Dallas 

and considers the impact of those issues on the future. 

T 
HE FEDERAL Rf.5ERVE IS Rf.5PONSIBLE FOR 

maintaining the health of the economy for 250 

mi l l ion Americans," says Dallas Fed Senior Vice 

President and Director of Research Harvey Rosenblum. 

"It is an awe ome respon ibi l ity when you think about 

it, and we have to think about it every day. 

"The main role of the Fed, both now and in the 

future, is to maintain the integrity of the nation's 

financial system and its most visible asset-the U.S. 

dollar," says Rosenblum. "I don't mean integrity in a 

moral sen e, but in the sense of having value. 

"Our efforts in conducting monetary policy for 

the United States are aimed at ensuring the integrity 

and availability of credit and money in the economy 

to keep it functioning efficiently. 

"Our Supervision and Regulation area maintains 

integrity by considering the qual ity of the assets held 

by banks. When you think that much of our wealth is 

held in the banking system, maintaining its i ntegrity is 

of utmost importance to the nation's financial system. 
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" In addition," he says, "the smooth functi ning of 

the nation's payments system-having payment 

information transferred efficiently and rel iably-is 

another aspect of that integrity." 

Federal Reserve Independence 

Crucial to the successful operation of the Federal 

Reserve has always been its so-called independence 

from political pressures. While the Fed do not have to 

get approval from the President of the United States for 

its actions, it does report to the Congress on the direc

tion it plans to take and the programs it plans to pursue. 

"Our powers are Congress' powers," says 

Rosenblum. "What we do, we do for Congress. We 

were tablished as an independent central bank 

because Congress knew that we would have to make 

decisions that may be unpopular in the hort term, 

but worthwhile over the long term. 

"We are the organization that has to pick be

tween the trade-offs in the economy. Our indepen

dence, therefore has to be used judiciously and very 

cautiously because we are answerable to Congress 

and, through Congress, to the American people." 

Dallas Fed President and Chief Executive Officer 

Robert D. McTeer, Jr., agrees. "We have a very delkate 

balance to preserve. There are checks and balances 

built into the system to ensure that we consider all 

aspects of the economy when we make decisions. The 

regional structure of the Federal Reserve System is 

what makes it an effective organization in meeting the 

economic needs of this country, and I feel that it wil l 

remain the backbone of our effectiveness. 

"What sustains independence is our credibil ity i n  

carrying out the right policy," McTeer says. " If 

Congress felt we weren't carrying out the right policy, 
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we would have zero independence. We have to earn it nesses and the public. The character of the American 

by earning credibility. We have to have goals consistent people and of the American system itself called for a 

with those of the American people. It isn't something decentralized Federal Reserve System. It  is as un ique 

you write into law; it's something you have to earn." an organization as America is a country, and both 

have worked well for a long time." 

The Regional Structure 

"Our structure is what distinguishes us from a 

government agency," says Rosenblum. "Because we 

have regional Reserve Banks pread aero the country, 

information flows from throughout the country to 

Washington, D.C., rather than from Washington, D.C., 

out to the rest of the country. We get the benefit of the 

collective wisdom of the entire country rather than the 

wisdom of a few people in Washington. 

"There is no question in my mind that this informa

tion is truly utilized. and not ju t there for the record. 

All voices are heard, and when there is a consistent 

pattern, we sit up, take notice, and act accordingly." 

"The root strength of the Federal Reserve is its 

regional structure," says Senior Vice President Robert 

Smith, Ill. As the officer in charge of the Houston 

Branch, Smith ees the importance of this regional 

structure on a daily basis. "Each Branch plays a signif

icant role in filtering regional economic and banking 

information to the District's president and, through that 

president, to the Board of Governors in Washington." 

"Our uniquen comes from our decentraliza-

tion," says McTeer. " In the whole world, only the 

United States and Germany have decentralized 

central banks, and Germany's is patterned after ours. 

People looking at our structure may think it is 

unnecessarily complicated, and they want to stream

line it. But it is as it is for a reason. There is a place for 

many voices within the Fed-especially through the 

boards of directors who represent all types of busi-

50 

Issues for Now and the Future 

According to Senior Vice President and General 

Counsel Millard Sweatt, the most intellectually 

engaging aspect of the work the Federal Reserve does 

is attempting to balance the public and private 

aspects of its mission. "Because we operat as a 

provider of ervices and as an overseer of the finan

cial system," he says, "the work we do is always a l ittle 

out of the ordinary. We're not always going over 

ground people have gone over before. Th r is an 

opportunity for continual discovery. 

"Each day, we have to maintain a sense of 

continuity in our operations and yet remain flexible 

enough to meet changing conditions. As an organiza

tion, we have to constantly redefine, renew, and 

reestablish the rules we operate under. But at the same 

time, we have to let people know that we're the same 

institution with the same purposes, ideals, and goals, 

but that we are flexible enough to be innovative." 

Innovation will be a key aspect in all areas of 

financial services in the 1990s. "There is a lot of 

healthy competition in the provision of financial 

s rvices," says First Vice President and Chief Operat

ing Officer Tony J. Salvaggio. "But the Fed is the only 

entity that can do research and development in basic 

payments sy tern ervices with the broad public 

interest in  mind. We are investing resources into 

developing imaging systems for check transactions, 

introducing new equipment to handle cash faster and 
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more efficiently, and consolidating data services to 
meet the changing face of banking in the United States. 

"Over the next decade, we will see the centraliza• 
lion of the operation of the Federal Reserve," he 
says. "Fed District boundaries will become 1 
important in the provision of financial services. The 
challenge will come in maintaining the regional 
character of each Fed, but we need to make sure that 
as we consolidate, we don't overlook the valuable 
relation hip we have with our customers." 

"The future i in quality," says Senior Vice 
President James L. Stull. ·we have to be a low-cost, 
high-quality provider of financial services. What 
matters now and will matter more in the future is 
providing information to our customers o they can 
make business decisions with better data.� 

To make business information and financial 
services more streamlined and useful for the nation's 
banking system, the Federal Reserve System has 
decided to consolidate its data services operations in 
three locations, rather than having 12 separate 
operations. Dallas, Richmond, Virginia, and East 
Rutherford, New Jersey, were elected as consolida· 
tion sites. "It will be a lot of work to accomplish this, 
but the goals are worthwhile," says Senior Vice 
President Jay K. Mast. "The goals are to improve the 
reliability of electronic services, improve the availability 
of products, and become more standardized from a 
business sense in the products we offer the banking 
industry. This means that as banks become more 
nationwide in scope, our products will be similar 
around the country. This will facilitate decision-making 
and will help us implement new services as well." 

In the bank supervision and regulation area, the 
1990s will be the decade when deposit insurance 
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issues, possible expansion of bank powers, and the 
reshaping and con olidation of the regulatory entities 
that supervise the banking industry will be decided by 
the Congress. "The question is," says Senior Vice 
Pr ident Robert D. Hankins, "what will be the impetus 
for new legislation that finally deals with these issues? 

"Supervision and regulation duties are an integral 
part of the Federal Reserve System in term of the 
Board of Governors having immediate access to the 
condition of financial institutions so they can have 
some idea of the ramifications of monetary policy. 

"On the District level, our efforts are aimed at 
providing financial institutions with an outside look at 
their operations to help them determine whether they 
are performing well. If we make suggestions that are 
reasonable, well·thought--out, and tailored to their 
individual needs, we can contribute to the effective 
management of the nation's banks." 

An Outlook 

For the Eleventh District the past 10  years were 
hectic ones in the banking industry. "We gave real 
meaning over a long period of time to what the Fed is 
all about during the I 980s," says Sweatt. "We provided 
necessary liquidity to the economy and kept the 
payments system going by making sure we provided 
the foundation to help keep the system viable." 

For the future, the Dallas Fed hopes that the 
lessons of the 1980s will allow it to help build a stronger 
financial system in this District. Although the makeup of 
the District's banks changed significantly during the 
1 980s, with out-of-state organizations purchasing most 
of the large, locally owned institutions, the goals in 
supervising and providing financial services for those 
organizations never change for the Federal Reserve. 
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'Tue always been committed to lhe notion that an 
economy can only function effectively over time if 
it has a sound currency. The people at the Fed are 
clearly focused on maintaining the stability and 
oundness of our cun·ency. " 

Leo E. linbeck, J r. 
Chairman of the Board 

'When I became a member of the board, 
I wasn 't that familiar with how the Fed or 
the country 's banking ystem operated. 
Being on the b ard ha given me insight 
into those areas. It i an incredible 
learning experience. " 

Cece Smith 
Member, Board of Directors 

When the Federal Re5e!Ve Syslem was created by the 

Congress in 19 13, one l'eason for establishing 1 2  separate 

regional Reserve Bonk.s was that each Bonk' s board of 

directors would give the nation's central bank greater 

contact with and knowledge of local business conditions. 

Reserve Bonk directors also provide input to manage

ment and monetary policy decisions. They bring the benefit 
of broad experience and training and provide sound 

judgment and advice on their region's business conditions 

and credit problems. Their contributions enhance the CMlr'CII 

quality of the System's economic information and business 

outlook perceptions, allowing the Federal Reserve ta betlw 

understand the viewpoints of the private sector. 
The Federal Reserve Bank of Dallas' board has nine 

directors, six of wham are elected by members banks in the 

Eleventh District; three directors are appointed by the Board 

of Governors in Wmhinglon, D.C. The Bank's three brand.
El Paso, Houston, and San Antonio-have their own seven

member boards of directors, who are appointed either by 

the members of the Dallas Office board or by the Board of 

Governors. 

"Serving on the Dallas Fed 's board gives me an 
opportunity to focus on the workings of the 
financial and economic ystems they alfed 
Texas and the Southwest. ' 

Henry G. Cisneros 
Deputy Chairman of the Board 



Chairman 

BOARD OF DIRECTORS 

Federal Reserve Bank of Dallas 

Deputy Chairman 
Leo E. Linbeck, Jr. Henry G. Cisneros 

Chairman and Chief Execuliue Officer 
Cisneros Asset Management Company 

San Antonio, Texas 

Chairman of the Board and Chief E.xeculive Officer 
Linbeck Construction Corporation 

Houston, Texas 

J. B. Cooper, Jr. 
Farmer 

Roscoe, Texas 

T. C. Frost 
Chairman of the Board 
Frost National Bank 
San Antonio, Texas 

Robert G. Greer 

Chainnan of the Board 
Tanglewood Bank, NA 

Houston, Texas 

Eugene M. Phil l ips 
Chairman of the Board and President 

The F'irst National Bank of Panhandle 
Panhandle, Texas 

Cece Smith 
General Partner 

Phillips-Smith Specialty Retail Group 
Dallas, Texas 

Gary E. Wood 
President 

Texas Research League 
Austin, Texas 

Peyton Yates 
Preside/I/ 

Yates Drilling Company 
Artesia, New Mexico 

Federal Advisory Council Member 
Ronald G. Steinhart 
Chairman of the Board and 

Chief Executive Officer 
Team Bank 

Dallas. Texas 

El Paso Branch 

Chairman 
Alvin T. Johnson 

Senior Vice President 
Management Assistance Corporation of America 

El Paso, Texas 

Chairman Pro Tem 
Diana S. Natalicio 

President 
The University of Texas at El Paso 

El Paso, Texas 

W. Thomas Beard, 111 
President 

Leoncita Cattle Company 
Alpine, Texas 

Hugo Bustamante, Jr. 
Owner and Chief Executive Officer 

CarLube Inc. 
El Paso, Texas 

Veronica K. Callaghan 
Vice President and Principal 

KASCO Ventures, Inc. 
El Paso, Texas 

Ben H. Haines, Jr. 
Presidenc and Chief Operating Officer 

First National Bank of Dona Ana County 
Las Cruces, New Mexico 

Wayne Merritt 
Chairman of the Board and President 

Texas National Bank of Midland 
Midland, Texas 

Houston Branch 

Chairman 
Judy Ley Allen 

Panner and Administrator 
Allen Investments 
Houston, Texas 

Chairman Pro Tem 
Milton Carroll 

Oiairman of the BoanJ and Oiief E:rerulive Offic:er 
Instrument Products, Inc. 

Houston, Texas 

T. H. Dippel, Jr. 
Chairman of the Board and President 

Brenham Bancshares, Inc. 
Brenham, Texas 

Jenard M. Gross 
President 

Gross Builders Inc. 
Houston, Texas 

Walter E. Johnson 
President /Chief Executive Officer 

Southwest Bank of Texas 
Houston, Texas 
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I. H. Kempner,  I l l  
Chairman of lhe Board 

Imperial Holly Corporation 
Sugar Land, Texas 

Clive Runnells 
Presidenl and Director 

Mid-Coast Cable Television, Inc. 
El Campo, Texas 

President and Director 
Runnells Cattle Company 

Bay City, Texas 

San Antonio Branch 

Chairman 
Roger R. Hemminghaus 

Chairman of the Board, 
President, and Chief Executive Officer 

Diamond Shamrock, Inc. 
San Antonio, Texas 

Chairman Pro Tem 
Erich Wendi 

Presidenc and Chief Executive Officer 
Maverick Markets, Inc. 
Corpus Christi, Texas 

Gregory W. Crane 
Chainnan of the Board, 

President, and Chief ExecuJive Officer 
Broadway National Bank 

San Antonio, Texas 

Javier Garza 
Executive Vice Pre ident 

The Laredo alional Bank 
Laredo, Texas 

Lawrence E. Jenkins 
Vice President ( retired) 

Lockheed Missiles & Space Company, Inc. 
Austin, Texas 

Jack Moore 
Owner/Manager 

T. J. Moore Lumber, Inc. 
Ingram, Texas 

Sam R. Sparks 
President 

Sam R. Sparks, Inc. 
Progreso, Texas 

s 
N 



-- ==-- ==-- ==-- ==-- ==-- ==-- ==-- ==-- ==-------= ==--= ==-

OFFICERS 
Federal Reserve Bank of Dallas 

Robert D. McTeer, Jr. Tony J. Salvaggio 
President and Chief Executive Officer First Vice Pre ident and Chief Operating Officer 

Robert D. Hankins 
Senior Vice Presidelll 

Jay K. Mast 
Senior Vice President 

Harvey Rosenblum 
Senior Vice President and Director of Research 

James L. Stull 
Senior Vice President 

Millard E. Sweatt 
Senior Vice Presiden� 

General Counsel, and Secretary 

Basil J .  Asaro 
Vice President 

Lyne H. Carter 
Vice President 

Jack A. Clymer 
Vice President 

W. Michael Cox 
Vice President and Ecoflomic Advisor 

Billy J .  Dusek 
Vice President 

Billy D. Fuller 
Vice President 

Joseph T. Gholson 
Vice Presideflt 

Jerry L. Hedrick 
Vice President 

Helen E. Holcomb 
Vice Presidefll 

Joel L. Koonce, Jr. 
Vice President 

Robert F. Langli nais 
Vice President and Gef/eral Auditor 

Rebecca W. Meinzer 
Vice President 

Gerald P. 0 Driscoll, Jr. 
Vice President and Economic Advisor 

Dean A. Pankonien 
Vice President, Assistaflt General Counsel, 

and Assistant Secrelary 

Larry J .  Reck 
Vice President 

Jesse D. Sanders 
Vice Pre ident 

Eugenie D. Short 
Vice President 

Larry M. Snell 
Vice Pre ident 

W. Arthur Tribble 
Vice President 

Uzziah Anderson 
Assistant Vice President 

Stephen P. A. Brown 
Assistant Vice Presidelll afld Seflior Economist 

Richard J .  Burda 
Assistant Vice President 

Terry B. Campbell 
Assistant Vice President 

Robert G. Feil 
Assistant Vice President 

Johnny L. Johnson 
Assistant Vice President 

C. LaVor Lym 
Assistant Vice President 

James R. McCuUin 
Assistant Vice President 

John R. Phill ips 
Assistant Vice President 

Larry C. Ripley 
Assistant Vice President 

Mary M. Rosas 
Assistant Vice President 

Robert J .  Rossato 
Assistant General Auditor 

Phil ip R. Spear 
Assistant Vice President 

Martha Gayle Teague 
Assistant Vice President 

Michael N. Turner 
Assiswnt Vice President 

Stephen M. Welch 
Assistant Vice President 
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Marion E. White 
Assi tan/ Vice President 

Robert L. Whitman 
Assistant Vice President 

Bob W. Wil liams 
Assistant Vice President 

Emilie S. Worthy 
Assistant Vice President 

Gloria V. Brown 
Commw1ity Affairs Officer 

Joanna 0. Kolson 
Operations Officer 

Bobby G. Moore 
Senior Project Manager 

El Paso Branch 

Sam C. Clay 
Vice Presidem in Charge 

J.  Eloise Guinn 
Assistant Vice Pre ident 

Javier R. Jimenez 
Assistant Vice Pre ident 

Houston Branch 

Robert Smith, Ill 
Senior Vice President in Charge 

Vernon L. Bartee 
Vice President 

Rene G. Gonzales 
Assistafll Vice President 

Luther E. Richards 
Assistant Vice President 

San Antonio Branch 

Thomas H. Robertson 
Vice President in Charge 

Taylor H. Barbee 
Assistant Vice President 

John A. Bullock 
Assistant Vice President 

Richard A. Gutierrez 
Ass1'stafll Vice President 
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CHAIRMEN OF THE BOARD AND 

FEDERAL RESERVE AGENTS 
Federal Reserve Bank of Dallas 

E. 0. Tenison 
1914-/916 

W. F. Ramsey 
1916-/922 

W. B. Newsome 
/922-1923 

Lynn P. Talley 
/923-/925 

C. C .  Walsh 
/925-/931 

James H .  Merritt 
/938-/94/ 

Jay Taylor 
1942-/945 

J. R. Parten 
/946-/954 

Robert J .  Smith 
/955-1960 

Robert 0. Anderson 
/961-1965 

Carl J .  Thomsen 
/966-1970 

Charles F. Jones 
/97/-/973 

John Lawrence 
/974-/976 

Irving A. Mathews 
/977-1980 

Gerald D. Hines 
/981-1983 

Robert D. Rogers 
/984-1986 

Bobby R. Inman 
/987-1990 

Hugh G.  Robinson 
1991 

Leo E. Un beck, Jr. 
/992-
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PRESIDENTS* 
Federal Reserve Bank of Dallas 

Oscar Wells 
/9/4-1915 

R. L. Van Zandt 
/915-/922 

B. A. McKinney 
1922-/925 

Lynn P. Talley 
/925-/93/ 

B. A. McKinney 
/93/-/939 

R. R. Gilbert 
/939-/953 

Watrous H. Irons 
/954-/968 

Philip E. Coldwell 
/968-1974 

Ernest T. Baughman 
1974-1980 

Robert H. Boykin 
1981-1991 

Robert D. McTeer, Jr. 
/99/-

riginally, the head ol 1he Re<erve B.1nk wa.q known aq govemor. 

That designation was changed to president with the passage 

of lh , Banking A t 01 1935 
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