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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 the doors of the

n w h adquart  building of th
F deralR rv Bank fDallas,iti
an appropriate time to review and
r affirm our rol in th nation's
conom and in our local commu-
niti . With thi

prepar d thi
highlightingth hi t ry fth Dallas
F dandd
what we do. Its premi

in mind, we ha e
sp cial publicati n

ribingwh w ar and
is that a
b tter and broad rund rstanding f the nation’
c ntral bankandth i u itc nfr n will ‘ontrib-
ute to a morer ceptive en ir nment for ound and
r p n ible policies.
The F deral Res rveS t
the Congr 'ss as auniqu | Am rican v rsion of a
central bank, tablish d to carry out the Congress’
own c nslituti nal mandate to “coinm n and
r gulat th valu th r f£"Part fitsuniqu
thatiti ad: centralized c ntral bank, withR v
Banks and Branches in 12 Districts across the country
coordinated by aB ard fGovern rsin Washingt n.
Th F d ralR

private, with the Washingt n B yard—appointed by

rv i part publi and part

the Pr ident and confirm d by th Senate—repre-
nting th public orgov mm ntal id and with the
privat sectorr pr ented by local citiz ns serving on
the board of directors of th Reserve Banks and their
.Th Banks ar
¢ ming fr mm mb rbanksan withth Banks'

Branch Ifsupporting, with apital
operation financed out of their own earning: .
Federal Res rve Banks do not rec iv taxpay rfund ,
alth ughth publi ha a tak inth ir ffici nt
p rati n ecau th Banks contribut theirexc
earning . Treasury.

Th m d m-da equival ntof “coining mon y"

i the financial infra tructure that
th Fed provid
m netary

for th nation’
tem. Originally, that
referred to the provi i nofa
unified and * lastic” national
curr n  and a nationwide check
collection system. Toda |, thote
important function hav b n
xpand dt include m re exotic
| ctronic mean of tran ferring
money, securities, and informa-
tion. Th majority of theempl y atth R erv
Banks are engag d in such op ration , which are
provid d rvic to financial institution andt
th US. Treasury.
Another important function of th Fed ral
Res rvei ourrol asafed ral bank supervisor,
whichw har withth

and the Federal Deposit In uranc Corp rati n. Man

omptroller of th  urrenc

of our employees are engag dinth  amination of
tat hart r d F d m mb r banks, the inspection of
bank holding companies, and, more recently, th
examination of local entitiesof f r ign banks. The
regulatory pr lici  and tandardspursu «d in these

up rvi rya tiviti are formulated in legislation by
the Congress and in regulation form b th B ard of
Govemors in Washington.

If bank op ration are the modern-day equivalent
of coining money, then “regulating th valu th r of”
isthetask of c ntemp rarym n tarypi li y.Th

n
mark t p rati n,whicharedir cted by a commit-
tee of Governors and Res rv Bank pr id nts. Iti
thr ugh my participai nasam mb rof the Federal

p nMark t C mmitt e that his region hasitsm t
imp rtant voic in the conduct of mon tary pr li ty. Of

course, regional economic conditi n and



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 -iector 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, [ 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 the 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 ail.

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, the Southwest stands at the cross-

road: of North-South intermational trade and promises
to ben fit from the important moves toward ir  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 reaily understand how capitali m works and how
capitalism and freedom are so intimately tied. [f we
can be a force for clarifying the benefits of a free
enterprise system, we can make a tremendou
difference.

Finally, | wantto 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. | especially want to thank
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, HumbertoSambrano, Dickie
William ;on, and Peyton Yates.

To the bankers in the District, [ hope the tasks
performed within these walls 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



=2 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 0 years, the Federal Reserve Bank of Dallas has worked
to provide quality financial services to the Eleventh Federat Reserve District. It also
has monitored the performance and regulated the activities of tate member bank
and bank holding companies. Finally, it has worked clo ely with the other Reserve
Banks and the Board of Governors of the Federal Re erve »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 tates 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 headquarters
building for the Federal Reserve Bank of Dallas is a time for celebration and for

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



explain what they do and what the Federal Reserve i: all about. It is easy to explain
that the Dallas Fed i one of 12 regional Re erve Banks in the United State and that,
together with the Board of Governors in Washington, D.C., the forn 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 performed—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 pan of several different type of bu inesse —each influencing the other but ea h
a eparate operation. The activitie of the Federal Res rve anb broken
down into three di:tinct 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 companics. 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 Fe 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
operation of the Federal Reserve »y:tem and contribute to the smooth functioning of

banking and business operations in the United tat s.



Top: Checks are processed around the clock.

Middle: Miles of fiber-optic cables allow faster electronic
payments and increased security for financial transactions.

Lefr: The vault at the Dallas Fed is the size of a five-story office
building.
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ABOUT THE FED

T HE FEDERAL RESERVE 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 United States. The Dallas Fed serves the
Eleventh Federal Reserve District, which encompasses
approximately 350,000 square miles and & 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, including banking, business, and consumer
interests. The directors work closely with the Dallas
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
11 Reserve Banks, the Dallas Fed receives no budget
appropriations from the Congress. Instead, 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 retums to the Treasury all eamings
in excess of expenses necessary for operations.

The Federal Reserve System has often been

called an independent central bank, but it is more
accurate to say that the Fed is “independent within
government.” Although not subject to congressional
appropriations, the Federal Reserve ultimately 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 policy, domestic and intema-
tional financial developments, and regulatory matters.

THE FEDERAL RESERVE BANK OF DALLAS, LIKE
the other Reserve Barks, is, first, a “banker’s bank,”
providing services for financial institutions in much
the same way commercial banks serve their custom-
ers. By providing 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, miltions 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
aFederal Reserve Bank. In addition, the Daltas 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 Dallas Fed is its
check clearing operation. Most dollars spent in the

United States are in the form of checks. Every day,



Above: Alan Greenspan became Chairman of the
Federal Reserve Boord of Governors in 1987.

Right: The Dallas Fed receives and processes more
than 11 billion pieces of paper currency annually.

Below left: Every day, 3 million to 4 million checks
are processed by the Dallas Fed.

Below right: Federal Reserve Banks sell $100 billion
of US. government securities—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
processing and collection of checks, checks opera-
tions take place 24 hpurs a day, five days a week, with
special processing on the weckend.

The Dallas Fed performs two services that
provide for the el-ctronic transfer of funds. The
continuous increase in the number of checks led to
the development of automated clearinghouse (ACH)
operations, which use electronic data instead of
paper checks to transfer funds. The ACH is primarily
used for recurring payments, such as direct deposit of
payrolls and automated bill payments. A nationwide
electronic network also allows institutions to transfer
fundsto other institutions anywhere in the country
within seconds. Many financial institutions in the
Eleventh District have online computer connections
that communicate directly with the computer at the
Dallas Fed. This computer also is linked to other
Reserve Banks and siyme government agencies.

As additional services to financial ingtitutions,
the Dallas Fed handles transfers of securitivs between
institutions, holds securitigs in its vault for safekeep-
ing, and participates in a nationwide system that
handles the processing of municipal and corporate
securitips and noncash check drafts.

IN ADDITION TO THESE SERVICES FOR FINANCIAL
institutions, the Dallas Fed and all other Reserve
Banks serve as banks for the US. government by
maintaining accounts and providing services for the
Treasury and acting as depositories for federal taxes.
The Fed also handl¢s the sale and redemption of
original issues of government securities to assist the
Treasury Department in financing the national debt.
These Treasury bills, notes, and bonds are sold to the

public and to financial institutions.

IN THE INTEREST OF MAINTAINING A STRONG
financial network in which the public can place its
confidence, the Dallas Fed supervises and regulates
financial institutions to ensure that they operate
safely and soundly and in compliance with banking

laws and regulations. It has primary responsibility for

examining state-chartered member banks and bank
holding companies. The Dallas Fed isalso respon-
sible for reviewing banking organizations' proposals
to merge, make acquisitinns, or engage in nonbanking
activities to assure that such transactions will have a
positive impact on competition and the community
served. Through the discount window, the Dallas Fed
provides temporary adjustment or seasonal credit to
depository institutions to offset financial strains they
may be experiencing in an effort to insulate the
broader community and financial system from
potential instability. The Dallas Fed also implements
and enforces a variety of consumer laws and regula-
tions to assure that instituticns treat consumers fairly
and meet the credit needs of their communities.

THE FEDERAL RESERVE §YSTEM IS RESPONSIBLE
for formulating and implementing the nation’s
monetary policy in order to promote sustainable
economic growth and stable prices. In other words,
the Federal Reserve is responsible for monitoring
money and credit conditions in the country and for
providing enough money and credit so that the
economy can operate as closely as possible to full
employment, with steady growth and stable prices.

The Dallas Fed’s foremost role in the monetary
policy process is 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 plays
an important monetary policy role through its advice
to the president and its reAcommendation on the
Bank’s discount rate, subject te) rsview and determi-
nation by the Board of Governors.

To assist in fulfilling these responsibilities, the
Dallas Fed’s research staff collects a broad array of
information and analyzes economic and financial
developments. This current analysis is complemented
by longer-term research on th¢ fundamental workings
of th¢ econpmy and financial system. Sharing this
information is another important component of this
activity. Through publications, conferences, and
other outreach programs. the Dallas Fed seeks to
stimulate broader discussions of economic issues
and, as a result, an informed public review of

econnmic palicy.
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INSTITUTION WILL HAVE CAPITAL
N EXCESS OF FIVE MILLIONS

District Ia Considered Well Arranged to
Care for Business Demands of
Southwest.

ORGANIZATION COMMITTEE FINISHES WORK

Few Complaints Are Voiced at Reaults of L.a t Three
Months' Investigation of ation’s
Financial eed .

TIIE DALL.A» DI» TRI
Th Dallas di trietiza ( Hows:
All of Texas.
Al of  Klakoma, south of the narth line of Roger
ntr.  addo, tirady, M- lain. [Pomtoloe,
Pittsburg, Haskell and Le ¥Flore ocunn

T

All of Loui iana, w <t of the Miwsissippi Riv r to
nuthern line of Yonurdin Parish and we t of the
eastern boundary of Avoyelle , t. Landry, t. Martin,
Thersiaand t. Mary Parishe .

Allof New Mes
of Quay, uad lup

onntie
In Arizonas the following ounties: Pima, imham,

the

o.santh of the northeru houndary
.Torrance, Rernalillo and Valcnocia

(ircenlee. “ochi e and anta  ruz,
THE TWELYE RE ERVE IT
The twelve reserve di tricl are numberid ma

follows;

hicago.

t. Louis.

. Minneopolis.
1. Kana ity,
11. Dallag,

12, can Fran isco.

I. Bostun,

2, New York ‘ity. R,
Phils delphia.
4. 1 ¥ land.
5. Richmond.
6. Atlanta,
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On April 3, 1914, the Dallas
Morming News announced
that Dallas had been select-
ed to be the headquarters
for the Eleventh Federal
Reserve District. The District
covered all of the state of
Texas, 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
1977, 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 OPEN UP.

THE WAY TO BEGIN IS TO BEGIN.

WHEN YOU MAKE A START,

EVERYTHING WILL BE SMOOTHED OUT BY PRACTICE.”

William G. McAdoo
Secretary of the Treasury



Woodrow Wilson

Thepresidential electionof 1912
marked the culminalion of more
than 20 year of revolt again 1 a
stale of affairs thal seemedtomany
to guarantee perpetual polilical
and economic control lo the privi-
leged few—mosl nolably, those
associaled with Wall Street.

Shorlly after being elected
President, WoodrowWilson quickly
eslablished a legisialive agenda
designed lo improve the nation's
financial syslem and Lhe general
business climate. He successfully
eflected a reduction in larill and
set his ight on lhe nalion’s bank-
ing system.

Banker , lhe business commu-
nity, and polilical lead rs agreed
Lhal the national banking ystem,
which hadbeen tablish d during
the Civil War was lawedina num-
ber of ways inmeeling Lhe financial
needs of the Uniled Slates. With-
out effective central control, the
sy lem's provisions for mobilizing
Lhe banking reserve of the coun-
lry were inadequate in periods of
crisis,and lhe inelastic moneysup-
ply hindered the activitie of busi-
ness and industry.

The issue of whether the new
cenlral bank would be organized
around regional reserve bank ora
centrally controlled syslem was
holly debated. Wall Street supporl-
ers, polilicians, farmers, and the
American Bankers Associalion all
had opinions on how Lhe system
should b established. Master(ul
compromisesengineeredbyPresi-
dent Wilson and de igned to com-
bine the best of a regional system
with heoversighlofacentralboard
made the Federal Reserve Acl a
realit on December 23, 1913. The
only queslion Lhal remained was,
"Where will w pul th Reserve
Banks?"

DAY LETTER

THE WESTERN UNION TELEGRAPH COMPANY

RECEIVED AT

Above: Albert S. Burleson, o
Texan serving as postmaster
general, wired his congratula-
tions to Dallas Morning News
publisher George B. Dedley,
who hod been instrumental in
promoting Dollas as a location
for a Reserve Bank.

Right: On October 16, 1914,
the first officiol meeting of the
booard of directors was held in
the Directors’ Room at City
National Bank of Dallas. Oscar
Wells was elected the first
“governor” of the Dallas Fed.
Shown here: (first row, from
left) Fronk Kell, Morion
Sansom; [second row, from
left) Oscar Wells, Felix
Mortinez, E. O. Tenison,
chairman of the board;

(third row, from left) B. A.
McKinney, E. K. Smith, J. J.
Culbertson. Director W. F.
McCaleb is not pictured.

CABLE SERVICE TO ALL



LASTING BENEFIT

EXA WA TS RESERVE BANK," PROCLAIMED
T the Texas Bankers Record in February 1914.

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 to have a Reserve Bank
in their cities. Although all wanted a Reserve Bank,
their logan was, “Texas first thecity aft r.”

Dallas upporters were especially determin d in
their efforts to have their city elected as a Res rve
Bank ite. Dallas Moming News publi h r Ge rge B.
D al y and Dallas Clearinghouse r presentativ J.
Howard Ardr y | dth way in promoting Dallas and
rallying upportin 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 influential Texans in
Washington. Addressing the telegrams to “Mercury”
and "Tacitu " to en ure confidentiality, Dealey
communicated with Po: tmaster General Albert .
Burl

learn how Dallas was doing in the race. Ardrey and

n and presidential adviser E. M. Hou

Finty even “accidentally” to: k the same train from St.
Louis to Dallas as Burleson to mak Dallas’ cas for
s | ction. Ardrey recalled later thath con id r dth

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
chotie the 12 cities it felt were the most important in
t rms of banking resources, central location, and
communication and transportation facilitie: . Though
Dallasand ew Orleans had comparably sized banking
operation atth time, the committee thought it
especially noteworthy that th bankingbu 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.



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. Secretary 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 12 cities. In
January 1914, McAdoo and Houston logged
10,000 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, 1914,
they mode on announcement designating 12
Federal Reserve Bonk Districts. Although District
boundaries hove changed slightly over the years,
the originol 12 cities designated as headquarters
hove never changed.

Left: Workers type fanfold forms used by the Bank
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 countryto th brink famajor
financial panic, and raised doubts about whether to open
th Federal Res rve Banks in Novemb r.Th waral e
dramatically aff cted the ¢ tton mark tands ntpric
spiraling downward. Efforts n Prc id nt Wil on’s part to
stay out of the fighting pro ed futile, and by April 1917, th
Unit d Stat had declartd war on German . Alth ugh n t
th mo:t opportun timetob gin n w central bank
operations the Reierve Banksopen d as icheduled, but it
would beyears befor the p rat dund r what would be
con ider d normal conditi n .

As did the other 11 R erve Banks, the Federal R erve
Bank of Dallas op neditsd orson o ember 16, 1914,
With 27 employ s,the D llas Fed iettothet ks of making
loansavailabl t member banksand impl m nting a mor
eff ctivesyst mto coll ctand clear checks. Th Fed al
intr duc d Federal R ierv n t into circulation, n t
r d emabl ing Id. Thi n wcurr ncy was to fulfill ne
the major obje: tives of th Federal Reserv Act—an elastic
currency thatw uldr pi ndtothe need ofth busin
community. The Fed al — began to participate with the U. .
Treasury D partment in raising money for war.

The Tr a ury start d a Liberty | an bond program to
rais: fund .andth R ierve Bankswer all toduty. To
handle the transactions required, th Dallas Fed established a
Liberty Loan Department. District banks were asked to partic-
ipat h avil andr pond d to the patriotic allb raising
mor than $470 million during fiv  parate bond driv

With the end of the war on November 11, 191
inflationary prc  uresaff ct dth con my. Additional
burdens were placed on the Federal R rv Banks,n t
only as a result of war financing requir ments (which
¢ ntinued after the war) butalsoas a r ult of tr mendous
loan d mand from banks, an enlarged check ¢l aring
function, and other activities.

While farmers tried to raise more crops and livestock to
h Ip the war effort, a se er drought plagu dth outhw t
By the end of the decade, however, weather condition
improv d, and the economic outlook brightened. In its 1919
Annual Report, the DallasF dr portedaph n m nal
growth in redit in the Distri t and cauti ned that thi
growth was fueling “reckl  extravagance and indulgen e
in luxuri atapaceh r tofore unequaled.”

Washmigton cotrespondent for
the Dallas. Morning News, 19714



Benjamin Strong

Duringthe lurbulent early year
of lhe Federal Reserve System. one
person stosdoutasacapable leader
and visionary who guided th  devel-
opment of services and helped de-
fine theroleof Reserve Banks within
the nation's financial system. Ben-
jamin Strong, fir | governor of the
Federal Reserve Bank of New York,
becamelhe dominant forcein Ameri-
can monetary and banking policies.

Although refuctanl to accept the
position and nol yet 42 years 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 the Federal Reserve System
because he threw himselfl into the
elfort.Wilh the prominenceol New
York City in the banking industry,
Strong was in a good position o
help form the roles of the ystem
andthe regional banks. A friend said
thatStrong “wasmasterofthe Sys-
tem because he mastered cenlral
banking.”

In 1923 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 Lhe Federal Re-
serve to reach a point where its
policieswere “alfirmative andcon-
structive” and there was “a prelty
good knowledge of the System’s
power and responsibility.”

Strong’sexcellentadministzative
skills and personal integriti won
him support from Federal Reserve
employees, bankers, economists,
andpoliticians alike. A former asso-
ciate summed it up best: “We knew
that he knew, and we trusted his
judgment.”

Above: More than 100
banks failed nationwide

every year during the 1920s.

Left: After o brief economic
depression in the early
1920s, most people en-
joyed rising income and
benefited from easy credit.
It wos the age of Flappers
and speakeasies. Those
expressing concern over
rompant spending ond
unwise speculation in the
stock market were mosHy
ignored—until 1929, when
the morket croshed and
fortunes vanished overnight.

Right: In 1928, Texos
became the number one oil-
producing state in the
United States. As the
automobile become m
common in the 1920s,
Americons saw something
new dlong the roadside—

drive-in gasoline stations.
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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 during the early 1920s. The trem ndous postwar
credit demands, the inflationary pre ures, and a
subsequent crash in commodity prices led toa evere
but brief d pression nationwide in 1920-21. The
District 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 1920-21 and the drastic decline in
commodity prices. Farmers remained trapped by
deflated prices and glutted markets. Lower farm 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 1921,
there were 82 bank failures in the Di trict. In response
toth e failures, the Dallas Fed employ d pecial “field
men" to oversee failing banks and established an In iol-
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
Ilits *herd.”

Bank failures and a general public uneasin

arrange a cattle drive to Mexico to

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 wastodii u banking matters that related
to the Fed or to individual banks.

Although bank failures increased alarmingly
nationwide during the early 1920s, following the
stringent credit conditions of 1920-21, 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 billion 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 automobiles 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.



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 Lhe
U.S. House of Representativesin 1 902.
He thought this career change would
not last long and 1hat he would return
to his n wspaper and his Virginia
farm—until he became interesied in
crafting legislation to reform the
nation's banking ystemin 1911.

He began draltingabill to establish
a new national banking syst m, with
the assistance of H. Parker Willis, a
formerproles orofeconomics. When
Woodrow Wilson was elected Presi-
dent in 1912, Glass and Willis were
busy pullingfinishingtouches on their
proposal. They deliv red it to Wilson
the day after Christmas 1912. Wilson
liked it bul wanted to add a central
board to conirol and coordinate 1he
workofthe regional banks. Glass, who
favored an autonomous regional re-
serve sysiem, was leery of any central
control efforts but reversed his oppo-
sition to ensure that lhe bill pas ed.

Glasswentontoserve as President
Wilson's Secretary ol the Treasury
from 1918 to 1920. As such, he helped
struclure for ign loans after World
War | and handled special postwar
domestic financial matters.

In 1920, the governor of Virginia
appainted Glass to fill a Senate seal
left vacant by the death of Thomas

taples Martin. Glass accepted the
appoiniment and remained a senator
un il his death in 1946.

Glass worked onbankingissues—
dralting legisiation during Lhe 1930s
for bank reform, including the Glass—
Steagall Act, and ke pingan ever-vigi-
lant watch over the functions of the
Federal Reserve System, which many
consider his creation.
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Top: President Franklin Roosevelt signing the Banking
Actof 1933. With him ore (left to right) Senator Carter
Glass; Comptroller of the Currency J. F. T. O*Connor;
Senator Duncan Fletcher; Secretary of the Treasury
Henry Morgenthau; Jesse Jones, head of the Recon-
struction Finance Corporation; Representalive Henry B.
Steagall; Marriner S. Eccles, Chairman of the Federal
Reserve Board; and teo T. Crowley, Chairman of the
Federal Deposit Insurance Corporation.

Abave: In 1926, the Texas Bankers Association offered
a reward of $500 for each bank robber killed while
robbing a member bank in Texas. The reward was
raised to $5,000 as the number of bonk robberies
increased in the late 1920s and early 1930s.

Right: Clyde Barrow ond Bonnie Parker terrorized 27
cilies in six states from 1932 to 1934, The two were
notorious for dramatic ond deadly bank robberies.
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A CRISIS OF CONFIDENCE

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

Conservative 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 of
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 162, 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

financial system, banks closed in unprecedented
numbers. Of the 2,300 bank failures in he nited
States during 1931, 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 13, banks
reopened in Federal Reserve cities. On March 14, all
sound banks in 250 clearinghouse cities reopened.
Other sound banks reopened March 15. Only 26 of
Texas' 1,023 banks failed to 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



investment banking p " ° g interest on demand

deposits, and s t inter time and savings depuosits.
Forthe lev nthF “trict 1933 was the fourth

consecutive year i lined to new low

le el . Agricuituralp du tion e, but low pric

ontinu d. on tructionwasdo ,t .Fr mJanuary to July
193 ,a b theWork prog m at the Dallas Fed hortened work
hours and reduced salari b 5 percent. Thi pr ram allow d
the Bankt hir addition plo h Iping to decr ase the
number of unem n d, married
women were increasingly forced out of th job market in favor of
unemployed men and wo en Tthout famili to upportth 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 1934, as credit conditio wors: ned, the FederalR  rve
was given authority to make direct loans to indu stry. A new
section of the Federal R rve Act llowed R  rve Banks to mak
loans to industrial companies in exc ption | circumstanc  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 trict.

Nationally. the Banking Act of 1935 made ignificant changes
to the composition of the Federal Reserve Board and the way in
which monetaty policy was conducted. The ongress, in an effort
to distance the Federal Reserve from undue political influence,
removed the Secretary of the Treasury and the Comptroller of th
Currency 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 referto anly 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 mid-1 30s b  the national and the local economies
were slowly tuming arou  and recovery as under way. The
Eleventh District ad fare much better other region . Its
diversified agricultural base had produced ell, although at a
lower price level. Adding to the picture gr wing oil produc-
tion, | sales, and con truction. Until the nd ofthed ade,

inthe El venthDi ° dap riod firelative
and growth.



Top: As unemployment reached
25 percent, employers across the
nation urged workers to “shore”
their jobs with others. At the
Dallas Fed, employees took a
5-percent pay cut and worked
shorter hours as part of the
Share the Work program.

Middle: Created on o temporary
basis by the Banking Act of
1933, the Federal Deposit
tnsurance Corporation received
permanent status in the Banking
Act of 1935, which doubled the
deposit insurance allowance to

$5,000 per depositor.

Bottom: Checks were manually
sorted in the early days of
operation.
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Marriner Eccles

Throughout mostof the1930 and
almost all of th 1940s, Marriner
Eccles served as Chairman of the
Board of Gov rnors. During these
dramatic economic times, Eccles’
leadership helped trengthen the
role of the Federal Reserve.

In the ummer of 1931, anxious
d po itorslinedthe lobbyofthe First
National Bank of Ogden, Utah. That
day, a timely shipment of cash from
the Federal Reserve Branch officein
Salt 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 moneyin
the banks owned by Eccles in the
1930 . For Eccles, the experience
wa unforgettabl . He began to be-
li ve that only the gov rnment could
kindleama iv turnaround in the
economy by putting purchasing
powerinth handsolth p ople.

Basedon his ucc s fulhandling
of banking operations in the early
1930s, E cl s was asked to testify
before a 1933 enate Finance Com-
mittee h aring on the causes of the
Depre sion.Inhist timony,heout-
lined specific wa for the [ deral
government to spur the economy,
and he et forth an agenda to im-
proveth FederalRe erv System's
abilityto respond to the banking dif-
ficulties of the times. Many ol his
propo als were incorporated into
President Franklin Roosevelt's ew
D al program and the Banking Act of
1933. Impre ed with Eccles exp -
rience andintellect,Roosevelt asked
himtoserveasChairmanolthe Board
of Governors.

Marriner Eccles served as Chair-
man of the Federal Reserve's Board
of Governors from 1934 to 1948. He
continued to serve a a memb r of
the Board until 1951.

TAL AVI ¢~ PL
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Top: October 27, 1943, was designated “Navy
Day” in Dallas. This cadet porade marched
through downtawn, past the viewing stand in
front of Dallas City Hall.

Above: Ta help individuals purchase more
bonds, defense savings stamps were intro-
duced in small denominations.

Right: Americans were urged ta save every-
thing in an effort to conserve all resources to
win the war. Rubber, nylon, aluminum, steel,
gasoline, and caffee were especially impartant
ta the war effart.
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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, 1941, the war became para-
mount to the American people. With the bombing of
Pearl Harbor, an immediate buildup of military
equipment and personnel, combined with sacrifices
interm of credit and commodity purchases, galva-
nized the nation. Blessed with a large reservoir of
labor, underutilized plant capacity, and a determina-
tion to win, the country was united 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
advertist 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 1941 soared to more than $260 billion
by V-E Day on May 8, 1945. A patrictic call forsupport
was the slogan for the fifth war loan drive in 1944:
“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 onhold until the war was won. In
August 1941, President Roosevelt issued an executive
order providing for the control of instaliment credit
because credit obtained too easily stimulated demand
for items that competed with the military’s needs. “To
keep the cost of living from spiraling upward,” he said,
“we must discourage credit and instailment buying.”

War production became a matter of paramount
importance. The military was in need of vast quanti-
ties of supplies and equipment. Following the attack
on Pear] Harbor, defense plants went on a seven-day
workweek. It became necessary to construct more
military bases and expand defense plants. The
handling of farge 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



Left: Fighter planes
on the assembly
line ot Chance
Vought. The de-
fense industry
sprang to life in
the United States
and in the Eleventh
Federal Reserve
District. In this
District, 239 loans
amounting to $82
million were
approved for
businesses supply-
ing military
equipment or food
to the armed
services.

Above: Financing the war was almost as big an
undertaking as fighting it. The federal debt jumped
from $45.5 billion in 1941 to 5263 billion on V-E
Day. Americans were urged to help by buying
savings bonds in five separate war bond drives.

Left: Federal Reserve Bonks count, sort, and desiroy
cash for the U.S. government and the nation’s
financial institutions. Here, a worker in the 1940s
manually sorts currency and looks for counterfeits.



portion fl an that might be made by banks for the
purpo ffinan ingwarproduction. Und rth order,
Fed ral Reserve Banks wered ignated fi cal agents of the
armed in arranging uitabl financing and inv ti-
gating cr dit tandings and the financial r ponsibility f
the borrower. To accommodate this program, the Board of
Gov rnorsi u d Regulation V. The loan guarante d

und rthi pr grambe 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 million to
furnish powdered egg: and other f d productsto th
armed rvic .Overth course of the war, the Bank made
239 loans, totaling more than $ 2 million.

Th wartouched th Eleventh Fed ralR erv Di trict

in personal way , t 0. In May 1942, hairman Jay Taylor

k dforaleav ofab nc fr mhi duti  nthe Dallas

Fed’s board of directors to serve as a major in the Army.
Employe attheDallasF dandit Branches! ftin

ignificant numb rstojoin the war. In 1942, mploy
turno erwas a concern. Hundreds of Bank employees
enli edinthe rvices, and women were hired in increas-
ing numb Trs.

By 1944, 250 mplo esatthe Fe eral Reserve Bank
Dallas and its Branches were in military servi e. A total of
285 ervedduringthe 1940-4 p ri d,and 152w re re-

mpl wed up nrelease fromth  rvice. ix wer kill d.

When thewarend d in the ummer of 1945, consum-

rs were ready. With few onsumer goods a ailable during
th war,p nalsavingr achedar rd25p rcentof
income. This pent-up consumer demand helped drive a

urprising po twar pro: perity. Fortunately for th District,
hutting down the warindustri  did not hav th adv 1se
eff ctsexp ct d.Th rewasab omalongth Gulf Coast,
wherd large ch mical plants were tablish d. Growth in
manufacturing—coupled with a fav rable limat . abun-
dant naturalr urc ,and availability flabor—made this
area attra tiv fordev | pment.

Toward th end of th | ,a40-h ur, fiveda
workw ek wa:  tabli h datthe Dallas Fed. America was

ready for some ! i ure time.



William McChesney Martin

When cr ated byth Congres in
1913 the Fedwa de ignedtobeinsu-
lated from political pressures—but
it wouldhave towage several struggles
loachi v the | vel of independence
originally intended for it.

In the 1930s, the Fed gained a
little distance from the over ight of
the Treasury when the ecretary of
the Treasuryand the Comptroller of
the Currency were legislatively re-
mov dasm mbers of its Board.

Duringthe 1940s, wartime financ-
ing efforts ledth Tr a uryandth
executive branch to exerl extensive
influence over theop ration of the
Fed, and disagreements develop d
about the appropriate monetary
policy for the nation.

The F d ralReserve maintain d
that it could not achieve its goal by
holding th rate on government se-
curities lowbecause that would sub-
ordinate monetary policy to the [is-
cal need of the Treasury.

Working at the Treasury at the
timewas William McChesney Martin.

artin participated in negotiations
between the Treasury and the F d
and helped formulate an agreement.
commonly referred 1o a the 1951
accord.Thea cordr slabli hedthe
F deral Reserve's independence
withingovernmentandgav thecen-
tralbankthe flexibilitytodecide how,
and for what rea on , to conduct
open markel operations.

One monthafter the accord was
announced, Marlin was appoint d
Chairman of the Federal Res rve.
With his background in finance, he
was uniquely qualified lo reconcile
the difference with the Tr asury
andimplementthenewarrangement.

tartin served as Chairman of th
Board of Governors from April 2,
1951, to January 31, 1970.

Above: Watrous H. Irons, a professor of
economics at the University of Texas at
Austin, was employed in 1945 as one of
the first full-time economists on staff at
the Dallas Fed. His role was to advise the
Bank’s president on economic conditions
in the Eleventh Federal Reserve District
and to accompany the president to
Federal Open Market Committee
meetings in Washington, D.C. Irons was
director of research and then vice
president at the Dallas Fed before serving
as its president from February 1954
through January 1968. Economists
continue to monitor segments of the
District's economy, as well as study
national and international developments,
to provide advice to the Bank’s president.

Right: Leisure time in the 1950s.

Left: The
postwar
housing boom

maved mare

people into
the suburbs.
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LEANING AGAINST THE WIND

ECADES ARE OFTEN DEFINED BY SPECIAL
Devents and the peopl who participat inth m.
For the 1950s, th decade has been defined by its
music, by its fashion, and, to a certain extent, by it
events. [l wasadecad 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 atime when the United States caught its breath,
enjoyed leisure moments, and produced some
incredible automobiles and gadgets. For the banking
industry, it was a pivotal time when the industry was
just beginning to feel the changes brought about by
innovations in computers and automation.

How verp ac ful the 1950s were, th decade
started off with a bang—a “police action” in Korea.
On June 25, 1950, President Harry Truman declared
that invasion mu tb topped in Korea. Memories of
shortages associated with World War Il 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
andreal tatewer i ued. When the Korean conflict

nd din 1953, th national economy had experienced
some inflationary pressures, but it was not affected to

the same extent as during World War ll.

For the Federal Res rve Bank of Dallas and its
Branches, the 1950s were fairly tam compared with
th previoustwodecad .Ing neral, there wasa 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 gasro to new
r ords. Throughout the District, construction was
doing well in the po: t-W rld War Il 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

was changing significantly during the 1950s. Larger

tructure of the banking industry nati nwide

banks wer capitalizing on lib ralized state branching
law . Although T xas did not allow branch banking
until the late 19 Os, the number of bank branches in
the United States would incr as ightfold between
1950 and 1980 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 fersthatmad 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.



Chanrman
Fedeia' Reserve Board ot Governors

Inthe early 195 ,the number fbankh Idingc mpa-

ni alsoincr d,r n wing oncernsab utthe regulatory

ontrols on uch organizations. The separation between
banking and nonbanking activiti im ied by the Banking
At f1 33 (Glass— teagall 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 ughtund rf d ralsup rvi ion.

ationall ,the numb r fbank holding compani

was still relatively low in 1956—about 50 organizations

wning 35 instituti n thatc ntrolled 7.5 p r ent of
commercial bankd po its. Butrapid expansion of the
holding ompani ,plu the growing number of bank
merg rs, prompt dth ongr t at

Th r ulting law, the Bank Holding ompany ct of
1956, was the mo: t important piece of banking legi lation in
20 years. It required all holding compani owning or
controlling two rmor bankst r git rwithth 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 perin id nt”to banking, and th
Douglas amendment to the act effectively halited interstate
banking f rth next 20 years.

Whileth at loo d m loophol .itl ftamaj ron
op n: holdingcompani with nl on bankremain d
b yond fd ral r gulation. In 1970, am ndment t the Bank
Holding ompany Act f 1956 brought on bank h Iding

mpani und rf 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 nomicr ar h ff rts,and public
affairs activities in the 1950s. The Bank's first executive
developm nt program was established in 1954 and in-
volv dr tating individual throughth vari u d partm nt
foron-th -job training.

Bank peration, hichhad entially remained
un hang dfor verald cad .w r r v luti nizedatth
Dallas F d and acrt  th nation with th automation of
check pro essing. An ev n bigger r volution was brought
about byth u ofcomput t handleop ration and
k ptra kofth gr wingam untof tati tical informati n.
These technological breakthroughs provided small banks

with pp rtuniti to xpand and offer diversified s rvic



Abave: One of the onginal objextives of the Federal Reserve Act
wos to improve the nation’s check collection system and help
ensure an efficient nafanwide payments system. Today,
processing checks for financial mstitutions is among the primary
services that the Fed provides to its customers.

By today’s standards, the 1950s were the Middle Ages
for bank operations. Aecomplished personnel could 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-
1950s, the American Bonkers Association and the Federal
Reserve began to look into automating the processing of
checks, resulting in the development of magnetic ink character
recognition, or MICR—the preprinted numbers and symbols that
appear at the bottom of every check.

In 1961, the Dallas Fed tested new high-speed computer
equipment designed to read the magnetic characters. By
1963, the first high-speed check handling machines were
installed at the Dallas Fed to process MICR-encoded checks.
By 1967, MICR encoding was mandatory for all checks.

Left: Through the years, the Fed has been instrumentol in de-
veloping new methods of automated and electronic poyments.

The Federal Reserve began transferring information an
public wire systems but decided for security reasons to install
its own private wire system in 1918. Over the years, teletype
equipment replaced the original private wire system. Today,
electronic impulses transfer funds for financial institutions
through the Federal Reserve’s nationwide electronic network.

By the 1970s, automated clearinghouse {ACH) services
also advanced the evolution of electronic payments. ACH
services made direct deposit of payrolls o redlity and sped
transactions made regionally and notionally.



Andrew Brimmer

Andrew Brimmer was nomi-
natedto ervea amemberolihe
Board of Gov rnors of the Fed-
eral Reserv System by President
LyndonJohnson in February [966.

Brimmer broughta n w voice
lo lhe Board during the 1360s.
Presidenl Johnson said at
Brimmer's wearing-in ce mony,
“Thirty-three years ago this week,
not a single bank in America was
open for business. [l was atime of
depression and despair as Ameri-
cans lost confidence not only in
their dollar but in their sy tem of
governmentitself.

“Today all of that seems be-
hind us. Our banking system is
sound and there is confidence in
the American dollar. Instead of
d pressionor recession, we are
beginning our sixth year of unin-
terrupted prosperily.’

Brimmer, who had degrees in
economics from the University of
Wa hington and Harvard, took a
leave from the Wharton School of
Financeatthe Universityof Pennsy-
vania to serve as deputy assistan!
secretary for conomic affair in
theU.S.DeparimentofCommerce
before bv ing selected a member
of the Board of Governors.

While serving as a Governor,
Brimmer headed elfortsteimple-
m nttheVoluntaryFor ignCredil
Restrainl Program. He also fo-
cused altention on credit card
practices in the banking industry
and on the economics of Alrican—
Americans. He expressed his de-
sire that the main thrust of Ameri-
can society be toward “widening
he opportunities™ lor Alrican—
Americans and olher minority
groups “to parlicipate mor fully
in an open society."

following the assassination of President John F, Kenn
November 22, 1963.

Third from top: In the 1960, cash unfit to be recircular

was cut in half and mailed to the Treasury far destructioncamm. - os

For security reasons, only half of the currency cut was mailed
at a fime. As postal rates rose and limits were imposed on
the amount the post office would handle at once, Reserve
Banks took on the responsibility for destroying “old” money.

Right: At 10:56 p.m. on July 20, 1969, astronaut Neil
Armstrong took “one small step” on the moon, and outer
space seemed a litle closer 1o Earth,

Left: The 1960s

uprisings on
campuses, in
buses, at lunch
counters, and
in the nation’s
capital.
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INTO ORBIT

T HE 1960S WILL ALWAYS BE REMEMBERED FOR
their turbulence and drama—civil rights demon-
strations, political upheavals, the Cuban missile crisis,
assassinations, the space program, and “one small step”
on the moon in the summer of 1969.

On the economic front, the early 19605 were a
period of relative price stability. The seeds of inflation
were sown later in the decade with the simultaneous
fighting of two wars—the war in Vietnam and the war
on poverty. In almost every year of the decade, the
federal government ran a deficit in its operations, and
the federal debt steadily increased. Wholesale prices
crept upward. But prosperity seemed assured as the
gross national product also increased fairly steadily
and incomes; rose. Bank deposits increased, and
financial institutions solicited the ballooning and very
profitable consumer credit market.

Advances in computer technology and opera-
tional developments forever changed the Federal
Reserve's ways of doing business. Computer innova-
tions in the 1960s spurred electronic handling of
checks, facilitated efficient accounting methods, and
helped the economic research departments track
trends in the economy.

To help integrate new computer technology into
the Dallas Fed, a Machine Processing Department had
been created in the late 1950s. Activities of the

department were expanded significantly in the 1960s,
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and an effort was under way to move quickly toward
automating the Bank's operations.

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 technology and methods of processing
checks to handle in¢reasing volumes. The result of
that effort was the development of magnetic ink
character recognition (MICR) for electronic handling
of checks. In 1961, the Dallas Fed participated in a pilot
program to us: prototype high-speed check machings
to read the magnetic information. The Dallas Fed
permanently installed its first high-speed check
handling machine to process magnetic encqided
checks in 1963. By September 1967, MICR encoding
was mandatory for all check processing.

In the early 19¢;0s, approximately 90 percent of
the currency and coin shipped by the Dallas Fe.d to
banks went through the post office. Increases in
postal rates and limitations on the dollar amount
allowed to be carried on postal trucks forced the
Bank to consider greater use of armored carriers.

Changes to U.S. money also occurred in the early
1960s as silver prices rose:. Silver certificates in $1
denominations were still in circulation and were
replaced with newly printed $1 Federal Reserve notes
in 1963. Clad, or “sandwich,” coins containing a lower
amount of silver were introduced in 1965.



Richard Nixon

During World War Il, at Bretton
Woods, ewHampshire.asystemwas
established that required countries
tosel "par”values ofLheir currencies
relative to the U.S. dollar. The Trea-
sury was committed to redeem sur-
plus dollar claims of foreign central
banks or governments, in gold, at Lhe
rate of one ounce for every $35.

Under Lhe Bretton Woods agree-
ments, deficit countries had to use
their international gold reserves to
r deem Lheir own curr ncies from
the surplus countries at the fixed ex-
change rate. Allernatively, countries
with trad delicits had 1o use restric-
tivemonelaryor i ical policies tocurb
theirimports, thereby restoring abal-
ance of payments with their Lrading
partners at the declared [ixed ex-
change rat

long as th United States had
trad surpluses, running out of gold
reserveswa notaconcern. However,
pressures on the U.S. gold reserve
beganasearlyas 1958; despite efforts
toadjust the U.S.economyand curtail
the gold outllows, these pressures
continued, the U.S. balance of pay-
ments position deteriorated rapidly,
and inflation scalated.

OnAugust 15, 1971, President Rich-
ard ixonchangedthe monetary rules
under which nations had traded with
one another for 25 years by announc-
ing that the Uniled State would no
longer freely convert official dollar
holdings into gold. Despite Lhe grow-
ing nse thal the Bretton Woods sys-
tem wa unraveling in the immedi-
alely preceding months, the nature
and scope of the programwa a ur-
prise lotheworld. Bargainingoveran
exchang rate realignment was pro-
longed. Agreement on the new ex-
change rales was linally reach d in
December 1971.The Americanecon-
omy responded to the new system
with a vigorous expansion.

1970

1871

1972

1973

Left: Automated teller machines (ATMs)
introduced consumers to the electronic
age of banking in the early 1970s.

Below: Interest rates and inflation rose
dramatically during the 1970s. Efforts
to control rising prices were ineffective,
and in its 1979 Annual Report, the
Board of Governors stated, “At year-
end, the short-term outlook for inflation
remained bleak.”

Annual Rate of Inflation

1974 1975 1976

Left: In the1970s,
a world oil shock
was caused when
OPEC announced
major price
increases. Gas
rationing in the
United Stotes
meant long lines
at the pumps.

1977 1978

1979

1980
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OUT OF THE WOODS

I THE 1970S, THE ECONOMI STORY REVOLVED
around rising inflation and its devastating effects.
Wage and price control were put in place. The econ-
omy was stagnant but prices were rising. This unusual
ituation gave u: a new economic term— tagflation.

Inr 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 li 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
ayear and to comment on the relationship of those
plansto 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.

33

An emphasis on con umer rights commanded a
significant amount of attention and led to the passage
of many acts protecting a// consumersand 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 1960s, currency pro essing wasautomated
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
ownaswell. By 1976, the first automated clearing-
house (ACH) payments were being handled by the
Dallas Fed in conjunction with the SouthWestern
Automated Clearing House Association.

In the early 1970s, 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.



Paul Volcker

For years th Federal Reserve
Syslemused interesl rates to gauge
conditions in the money market and
set thedirection of monetary policy.
In the 1970s, the money mark t
boomed,andinterest rates rose dra-
malically. In Oclober 1979.afteronly
lwo months as Chairman of the Fed-
eralRe erv ,PaulA.Volckerchanged
the fo us of monetary policy.

Caltingan unusual Salurdaymeet-
ingof the Federal OpenMarket Com-
millee, Volcker expressed his de-
sir to change direclion. In a press
conference following the m eling,
he announced Lhal the Federal Re-
serve would no long r use intere t
rales as Lhe only economic barom-
eter bul would look primarily at Lhe
supply of money.

By moniloring the money supply,
Volcker hop dtocurtail skyrock ting
prices and runaway in[lation. Applying
the brakestoanoverheated economy
was not an easy or a popular job. The

onslruction industrywas specialh
hard hit, and many contractors ex-
pressed their feelings by mailing two-
by-fours and brick Lo the Chairman
to protest tight Fed policies.

Butthe Fed underVolcker's chair-
nanship remained firm. The goal to
eliminate the devastating ffects of
continuing inflalion was reached
over Lhenexllouryears.By 1985, lhe
prim rate, which had reached 21
percent in 1982. dropped b low 10
percent. The inflation rate also
dropped drainatically—from 14.2
percent in August 1979to4.1 percent
by August 1987.

Volcker served as Chairman of the
FederalReserv Boardof Governors
from August 6, 1979, lo Augusl 11,
1987.

Above: The number of U.S. banks
thot foiled averaged about six per
yeor from 1950 through 1979. This
tranquil period come to on abrupt
end in the 1980s. Bank failures in
the United States increased from 10
in 1980 to more than 200 in 1989.
In the Eleventh District, bank failures
rose from none in 1980 to 144 in
1989. 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 1989.

‘It's Paul Volcker—he put me on hold!’
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DOWN THE LONG ROAD

I T WAS FAR FROM QUIET ON THE FINANCIAL
front early in the 19 /0s. Economic events in the
preceding two decades finally forced major adju t-
ments inth banking indu try. Inflation was choking
the economy. The prime rate rose to a record 21
percent, and the Fed's discount rate hit a high of 14
perc nt.

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 ierve System,
improved communications that permitted almost
instantaneous execution of Iransactions, and easy
acc  tothe markets of th world di rupted th usual
patterns of banking.

These factors, plus a growing interest on the parn
ofthe Congr ,prompt dth passag ofth D p si-
tory Institutions Deregulation and Monetary Control
Act of 1980. This law reshuffled the entire financial
indu try and ietthe tag forchang and innova-
tion-—especially for the Federal Reserve. Features of
the act were numerous and far-reaching, but for the
F deral R ierve, 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 withth 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 discount
window. And third, the act required the Fed to pric its
rvic for the first time and recover the ca: ts associ-
ated with providing them to the financial industry.

Con umers al o pr umably benefited from the
act through the increased maximum of $100,000 for
deposit insurance and the phas d lifting of interest
rate ceilings on depe: 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 1980s, the Fed adjusted to its new
client base and evolved in its role of providing priced
financial rvic .lInnovation and reliability became
key considerations as computer technology contin-
ued to broaden the scop of what could be accom-
pli h d | ctronically. Efforts were undenrtaken to

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

tions also allowed improvements to ch ck collection



rvices, fund and curiti transfers, cash ordering, and
datar p rting requir m nts.

The Garmn-St Germain D posito In titutions Act of
19 2 pidupthe phas outofint restrat c iling: and

pand dp i ibl  rvic f rthriftin titutions. Th a t
also permitt d interstat and cro indu #ry cqui ition f
fail din tituti ns. A qui itions acro: tat lin allowed
bankstt b m “r gional,” although full int rstat
banking was till not allowed.

Th e onomy of the El venth Di trictw d astated
during the 19 by th collapse of oil prices—first in 19 |
and again in 19 6—-andth ub qu nthu tinth r al

vents took th irtoll on th District’s
banking indu try.Inth El enth Di trict, mor than 500
banks fail d fro 19 0 through the first ix m nth of 1992.
Ofth 200 bank failur nati nwid inl , 117w r inthi
ar 19 9 was the worst for bank failur inth
Distri t,with 1 failur .Tex wa p iall hard hit.

in ofth top 10 banks ith rf il d rw r tak n verby
an out-of-stat bank, rb th.Econ mic pr bl m cau ing
bank failur b :ame vi entin th rparts fth nati n
toward the end of th d cade. Forthi Di tri t,how v r,
failures hav decreased dramaticall , with f wer than 10
recorded during the first ix month of 1992.

While the banking ind continu efforts to g t back
tobusin  asusual “usual”h  an wm aning.Th bu in
of managing and regulating financial in titution hasb com
increasingly complex. Strict definitions of permi ibl lines of
comm rceand structureareb  mingl  pra ti al.

Tcg th rwithth  ong |, financial institution andth ir
regulatorsfa erc lvingth issu  fthethriftcrisi ,d posit
insuran reform, and th expansion fbank pow rs.

Th  pening fint mati nalmark inR iaand
East mEur pealsop ntsn wchalleng forth financial
mark tpla- . In addition, the tr nd toward fr er trad
b tw nM xi o, Latin Am rica, Canada, and th Unit d
tat will improvetrad r lations,in . exports, provide
an impro dbasi for onomic and finan ial tability among
W emH mispherenati n,andstrcngth nthe
ofbothth Di tri tand th Unit d tat

FortheFed ralR rve Bank of Dallas, th futur will
rev lv aroundpr idingquality rvi toth finan ial

nthF d ralR rveDi 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 licy
deci io forth nati n' ec nomy.



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 rate 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 drawn 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, specidlists carry out instructions from the
FOMC to buy and sell marketable securities. 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
early 1980s.
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Prominent Chicago

architectural firm Graham,

Anderson, Probst and
White was selected to
design the headquarters
building of the Federal
Reserve Bank of Dallas in
1919. Shown here (left to
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 DELIBERATION AND CAREFUL THOUGHT AS TO VARIOUS
OFFERS OF BUILDINGS AND LOTS ON NOVEMBER 16, 1918,
PURCHASED A SITE 162 BY 183 FEET ON SOUTH AKARD STREET,
ONE BLOCK REMOVED FROM COMMERCE STREET, THE LATTER BEING

ONE OF THE PRINCIPAL DOWNTOWN THOROUGHFARES.

J. L. Lumpkin
Credit Manager of the Dallas Fed, 1920



1305 MAIN TREET

Above: The Federal Reserve Bonk of Dallas
openedfor business in rented space in the
Guaranty State Bank and Trust Compony
Building on November 16, 1914, The building
was located at 1305 Main Street, where the
Davis Building now stands.

400 S. AKARD STREET

1101 COMMERCE STREET

Above: The first permanent home of
the Federal Reserve Bank of Dallas
was located at 1101 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, 1915.

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
officially on March 12, 1921,



FORMER ADDRESSES

T HE FEDERAL RESERVE BA K OF DALLAS
opened for bu iness on ovember 16, 1914, in
temporary quart rson 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
ioon provedto b inadequate. The vault pace.
especially was too small to serveth Bank's n eds.

By April 1915, 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
building in August 1915.

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 DallasFed’ directors for
not notifying the Board in advance. Matters were
smoothed out when the directors 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, 1915.

Because the staff was expanded in 1918 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 building ro e quickly. On April 2, 1920, the
cornerstone, with a time capsule inside, was laid.
Special efforts were expended to finish the Transit
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Department, which st rted th  growing number of
checks for the Eleventh District. The department's
employees moved to the third floor on December 12,
1920. Remaining employe moved in March 12, 1921.

For the next 71 years, the building 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 “Integrity” 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 1940.

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.



SAN ANTONIO BRANCH



BRANCH BUILDINGS

El Paso Branch

Branch banks are an important part of the regional
structure of the Federal Reserve System. The first Branch
intheEl v nth District opened in El Paso on June 17, 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 1919, the Bank had purchased property
on Myrtle Avenue for a new building. Con truction
began in November 1919, and in August 1920, employ-
ees moved into the new building.

Expanding responsibilities and increased
volum nece itated the move to new space in the
mid-1950s. 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 18, 1957.

Houston Branch

The second Branch office of the Federal Reserve
Bank of Dallas opened in Houston on August 4, 1919,
in a portion of the first floor of the old Cotton Exchange
Building at the corner 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 Streetin
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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 31, 1958, moved into the
building it occupies today on San Jacinto Street.

San Antonio Branch

In October 1926, 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, 1927, 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 1928,

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

a marble commemorative plaque was placed on the

troyed to make way for the new Branch building,

northwest corner of the grounds as a reminder of the
house’ hi torical ignificance. The new facility
officially opened October 11, 1956.



Right: Groundbreaking ceremonies,

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 | 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 Governorshad in the
people involved in this process that they allowed it to
be done this way."

More than 17 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. It 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 1992.

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 21st 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.

“I think it i5 a great addition to the city of Dallas,
and | 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 gethere.”






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 JUST DOING SOMETHING BETTER DOESN'T SOUND LIKE A CHALLENGING GOAL,

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

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. Shull,
Millard E. Sweatt. Not
pictured: Sam C. Clay,
Thomas H. Robertson,
Robert Smith, III.



Right: Branch Management
{from left) Thomas H. Robertson,
San Antonio; Sam C. Clay, El
Paso; Robert Smith, I, Houston.

Below: The Boardroom at the
Dallas Fed.



A POINT IN TIME

For the staff of the Federal Reserve Bank of Dallas
and its Branches, everyday activities are an important
component of the smooth operation of the nation’s
economy, the careful supervision of its banking
industry, and the reliability of its payments sy: tem.

Some of the issue. dealt with each day are parnt 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 services. Some
ari: e from new legislation. This section takes a brief
look at issues currently being discussed by the senior
management of the Federal Reserve Bank of Dallas
and considers the impact of those issues on the future.

T

million Americans,” says Dallas Fed Senior Vice

HE FEDERAL RESERVE IS RESPONSIBLE FOR
maintaining the health of the economy for 250

President and Director of Research Harvey Rosenblum.
“It is an awesiome respon ibility 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. “l 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 quality of the assets held
by banks. When you think that much of our wealth is
held in the banking system, maintaining its integrity 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 reliably—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 Feddo nothaveto
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 delicate
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 | feel that it will
remain the backbone of our effectiveness.

“What sustains independence is our credibility in
carrying out the right policy,” McTeer says. “If
Congress felt we weren't carrying out the right policy,



we would have zero independence. We have to earn it
by earning credibility. We have to have goals consistent
with those of the American people. Itisn't something
you write into law; it's something you have to earn.”

The Regional Structure

“Our structure is what distinguishes us from a
government agency,” says Rosenblum. “Because we
have regional Reserve Banks preadacro 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, [ll. 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 tothe 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. Butitis 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-
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nesses and the public. The character of the American
people and of the American system itself called for a
decentralized Federal Reserve System. It is as unique
an organization as America is a country, and both
have worked well for a long time.”

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 little
out of the ordinary. We're not always going over
ground people have gone over before. Th r isan
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 tem ;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



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-
tion of the operations of the Federal Reserve,” he
says. “Fed District boundaries will become less
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
relationships we have with our customers.”

“The future is 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 so 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 selected 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
businesssense 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. Thiswill 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 depositinsurance
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issues, possible expansion of bank powers, and the
reshaping and consolidation of the regulatory entities
that supervise the banking industry will be decided by
the Congress. “The question is,” says Senior Vice
President 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 terms 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 1980s,” 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
1980s, 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.



“I've always been committed to the notion that an

economy can only function effectively over time if
it has a sound currency. The people at the Fed are
clearty focused on maintaining the stability and
oundness of our currency.”

Leo E. Linbeck, Jr.
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 by ard ha given me insight
into those areas. It i; an incredible
learning experience.”

Cece Smith
Member, Board of Directors

When the Federol Reserve System was created by the
Congress in 1913, one reason for establishing 12 separate
regional Reserve Bonks 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 o 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 overall
quality of the System’s economic information and business
outlook perceptions, allowing the Federal Reserve to better
understand the viewpoints of the private sector.

The Federol Reserve Bank of Dallas’ board has nine
directors, six of whom are elected by members banks in the
Eleventh District; three directors are appointed by the Board
of Govermars in Washington, D.C. The Bank’s three bronches—
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 Boord of
Govemors.

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

Henry G. Cisneros
Deputy Chairman of the Board



Chairman
Leo E. Linbeck, Jr.
Chairman of the Board and Chief Executive Of ficer
Linbeck Construction Corporation
Houston, Texas

J. B. Cooper, Jr.
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