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Gold and Dollar Flows in 1958

FOREIGN COUNTRIES and international
institutions increased their gold reserves and
dollar holdings by $4.2 billion in 1958.
Nearly four-fifths of the gain resulted from
balance-of-payments transactions with the
United States, and the remainder from pur-
chases of gold from new production and
other sources.

FOREIGN GOLD RESERVES AND DOLLAR HOLDINGS

Billions of dollars

— 40

— 30

DOLLAR ACCEPTANCES
AND MISC.
SHORT -TERM HOLDINGS -

U S GOVE. SECURITIES

DEPOSITS IN BANKS
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GOLD RESERVES
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Nott.—End-of-year data. Includes international institutions,

The U. S. balance of payments shifted
from a surplus in 1957 to the largest deficit
in any 12-month period since the Korean
War. Exports dropped one-eighth from
1957 to 1958, while imports and capital
outflows fell only slightly.

Growth of the gold and dollar holdings
of industrial countries reflected transactions
with the United States and with nonindus-
trial countries that used dollars acquired
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from the United States to cover their pay-
ments deficits with other industrial coun-
tries. Concentration of reserve gains in
countries that hold a large proportion of
their official reserves in the form of gold
led to greatly increased demand for gold.

Net gold purchases by foreign countries
from the United States totaled $2.3 billion
in 1958, exceeding $1 billion in the second
quarter alone. Thereafter they declined,
while foreign dollar holdings grew at an in-
creasing rate.

TRANSACTIONS WITH THE UNITED STATES

The U. S. payments surplus on goods and
services was $1.7 billion in 1958. It was far
below the level of 1957 but a little above the
average for the two years preceding the ex-
ceptional growth in exports that began in
1956.

Merchandise exports declined from a
peak early in 1957 to a low early in 1958,
but changed little during the last three quar-
ters of the year. With the ending of the in-
vestment boom in industrial countries
abroad, demand for industrial materials ex-
ported by the United States dropped sharply.
Foreign demand for U. S. capital goods also
declined. Return to the usual sources of sup-
ply for fuel after the Suez crisis reduced
petroleum exports from this country.

Exports of services declined only slightly
between 1957 and 1958. Imports of mer-
chandise and services, including military ex-
penditures abroad and remittances, were
unchanged, as the table on the following
page shows.
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The outflow of private capital was only
moderately less than in 1957, and the out-
flow of U. S. Government capital remained
at the high level that prevailed in that year.
The inflow of foreign capital to this country
declined. Foreign net acquisitions of long-
term assets in the United States were less
than one-tenth the average for the two pre-
ceding years.

Private capital. The outflow of private
U. S. capital totaled $2.9 billion last year,
about 10 per cent less than the record
amount the year before. Additions to direct
investment in foreign countries and to new
commercial bank credit extended to for-
eigners both declined. Contrariwise, pur-
chases of new foreign security issues by U. S.
investors reached a postwar high.

SELECTED COMPONENTS OF UNITED STATES
BALANCE OF PAYMENTS

[In billions of dollars]

Component 1954-55 »
pone average 1957 1958
Goods and services:
Exportsl............ 19.0 26.5 23.1
Imports2............ 17.6 21.4 21.4
Balance......... 1.4 5.1 1.7
Net outflow of U. S. cap-
ital and Government
grants:
Private capital....... 1.4 3.2 2.9
Government loans3. .. 0.1 1.0 1.0
Government grants4, . 1.8 1.6 1.6
Foreign capital and un-
recorded inflowss. .. .... 0.6 1.2 0.4
Net transfer of gold and
dollars to foreigners$. ... 1.4 ~0.6 3.3

? Preliminary.

! Excludes military transfers under grants.

2Includes military expenditures abroad, pensions, and net re-
mittances.

3 Includes other short-term claims.

4 Excludes military grants.

5 Includes direct and other long-term portfolio investments (other
than U. S. Government securities), and unrecorded receipts appearing
in balance of payments as “errors and omissions.”

6 As shown in table on p. 248.

Note.—Data for net transfer of gold and dollars are from Federal
Reserve; other series, from U. S. Department of Commerce. Details
may not add to totals because of rounding.

Federal Reserve Bank of St. Louis

Direct investment in foreign countries fell
to $1.1 billion, about half the amount for
1957, as outflows to Canada and Latin
America declined. In that year, payments
for oil concessions in Venezuela and for in-
vestments in Canada had been especially
large.

Commercial bank credit extended to for-
eigners continued to rise in 1958 although
the increase was smaller than in either of
the preceding two years. Banks provided
this credit in part through more extensive
participation in Export-Import Bank loans.
Bankers’ acceptances declined, reflecting re-
duced commodity trade and possibly some
shift in its financing to other forms of credit
and to financial centers abroad.

Offerings of foreign dollar bonds in U. S.
capital markets were in exceptional volume
in 1958. A major factor in the growth of
issues by foreign governments has been in-
creased investor confidence in the ability of
the borrowing countries to meet the future
dollar obligations represented by the bonds.
Foreign governments outside the Western
Hemisphere floated bonds totaling $250
million, of which more than one-fifth was
issued in conjunction with loans from the
International Bank for Reconstruction and
Development. The Bank issued $400 mil-
lion in bonds to finance increased disburse-
ments on its loans.

New bonds issued in the United States
by Canadian local authorities and corpora-
tions totaled $450 million. Most of the
issues were in the first half of the year, when
interest rate differentials between Canadian
and U. S. capital markets widened.

Altogether, U. S. investors purchased
nearly $1 billion of newly issued foreign
securities in 1958—two-thirds more than
in 1957. Their purchases consisted largely
of fixed-interest obligations, but included
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some new equity issues. Foreigners also in-
vested in the foreign securities offered in the
United States.

Government loans and gramts. Net dis-
bursements on U. S. Government loans and
net Government grants as a whole were un-
changed from 1957 levels, although net
disbursements by the Export-Import Bank
increased by 10 per cent to a postwar
record. Most disbursements by the Bank
provided financing in connection with the
export of U. S. commodities or capital
goods.

GOLD MOVEMENTS

Official gold holdings of foreign countries
(excluding the Soviet Bloc and Mainland
China) rose by $3 billion in 1958. Foreign
countries purchased gold to the net amount
of $2.3 billion from the United States and,
according to preliminary estimates, they
added almost $900 million to their holdings
from new production and other sources.
They transferred $150 million to the Inter-
national Monetary Fund to meet quota sub-
scriptions and repurchase obligations.

The countries that purchased gold in 1958
had large balance-of-payments surpluses
and used a large part of their dollar receipts
to acquire gold for their official holdings.
Almost all the growth in foreign gold re-
serves in 1958 and earlier years was in hold-
ings of seven countries, as the chart shows.
Four of them—the United Kingdom, Bel-
gium, the Netherlands, and Switzerland—
have traditionally held their official reserves
almost entirely in gold and have used net
dollar receipts to purchase gold. The other
three—Italy, Germany, and Austria—have
added both gold and dollars to their official
reserves.

Increased demand for gold for reserve
purposes exceeded by a wide margin the

http://fraser.stlouisfed.org/
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FOREIGN OFFICIAL HOLDINGS OF GOLD AND DOLLARS
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Note.—End-of-quarter data. Gold purchasing countries are
Austria, Belgium, Germany, Italy, the Netherlands, Switzerland
and the United Kingdom. Dollars are short-term holdings only.

supply available from new production and
from sales by countries other than the
United States. As a consequence, foreign
purchases of gold from the United States
rose almost to the record 12-month total for
the period immediately following the out-
break of the Korean War in 1950. As in past
years, the countries buying gold from the
United States in 1958 did so without re-
ducing their aggregate official holdings of
dollars.

Transfers of foreign-held dollar balances
to Federal Reserve Banks in connection
with gold purchases tend to reduce commer-
cial bank reserves. In 1958, however,
Federal Reserve open market purchases of
securities and reductions in reserve require-
ments improved commercial bank reserve
positions and prevented such transfers from
having a restrictive impact on domestic
money markets.
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FOREIGN DOLLAR ASSETS

Foreigners increased their dollar holdings
by $1 billion in 1958. About three-quarters
of the increase was in official holdings, and
reflected substantial reserve gains by Japan
and smaller ones by Canada and other
countries.

Many countries increased their private
short-term dollar holdings. Those of Swit-
zerland declined, however, mainly in the
first half of the year when short-term interest
rates in Europe (after allowing for the cost
of covering the foreign exchange risk) were
at times almost one per cent above those in
the United States. The decline was less than
the growth in 1956-57, when some Euro-
pean currencies had been under pressure and
some Swiss holdings of short-term funds had
been converted into dollars.

TRANSFERS OF GOLD AND DOLLARS
TO FOREIGNERS, 1958°

[Net transfers from, or to (—), the United States,
in billions of dollars]

Type of transfer | Year ﬁg; ?3;6' é‘é}%’ %‘étc-
Total............ 3.3 0.5 1.1 0.9 0.9
Gold............. 2.3 0.4 1.1 0.5 0.3
Dollar holdings...] 1.0] 0.2 1| 041 0.5

Deposits. . . .. 1.1 0.8 0.6/—-0.4| 0.1
U.S.Gouwt. sec.
Short-term (3) |-0.8 [—0.4| 0.8 0.4
Long-term. 3| o0.1}-0.1 () ?3)
Other4....... —-01] o1l-01{ @ ©®

! Tncludes international institutions.

2 Net transfer of less than $50 million to United States.

3 Net transfer of less than $50 million from United Statecs,

4 Represents mainly bankers’ acceptances and short-term com-
mercial paper.

Note.—Details may not add to totals because of rounding.

Changes in interest rates influenced the
form of dollar assets held by foreigners. As
yields on Treasury bills declined more
rapidly than rates paid on time deposits in
the first half of 1958, foreigners reduced

Federal Reserve Bank of St. Louis

their holdings of short-term U. S. Govern-
ment securities and increased their deposits
at commercial banks in the United States.
Similarly, in the first quarter there was a shift
into bankers’ acceptances and commercial
paper as rates on these instruments went
down more slowly than bill rates. Since the
marked upturn in bill rates last summer, for-
eign investment in Treasury bills has in-
creased and deposits have declined.

Total foreign holdings of U. S. Govern-
ment bonds and notes changed little for the
year as a whole. Fluctuations during the
year reflected for the most part minor ad-
justments in portfolio maturities.

Foreign investors added an estimated
$270 million to their fixed-interest dollar
securities in 1958 through purchase of new
dollar bonds issued by foreign governments
and the International Bank. Many of these
bonds were issued at yields ranging from 1
to 2 per cent above those on U. S. Govern-
ment bonds; they had the additional attrac-
tion of being free of U. S. income tax if held
by foreign investors.

SHIFTS IN GOLD AND DOLLAR HOLDINGS

Foreign industrial countries, chiefly West
European countries, added more than $4
billion to their gold and dollar holdings
during 1958. For many countries, growth
in these holdings was resumed in 1958 after
an interruption in 1957 that resulted pri-
marily from inflationary pressures.

Most nonindustrial countries lost gold
and dollars in 1958 and some also drew
down their sterling balances, in many cases
continuing drains of earlier years. Losses by
nonindustrial countries and gains by indus-
trial countries were accentuated by a change
in the relation between prices of raw mate-
rials and manufactured products. Export
prices of primary-producing countries aver-
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aged about 5 per cent lower than in 1957,
while those of most industrial countries de-
clined little if at all.

European countries. At the end of 1958,
gold and dollar holdings of the United
Kingdom and continental West European
countries were $21.8 billion, 65 per cent of
the total for all foreign countries. Holdings
of the United Kingdom and most other
major countries increased more than 20 per
cent during the year. French holdings rose
rapidly as the country’s balance of payments
improved in the second half of the year.
Germany and Switzerland, the continental
West European countries with the largest
holdings, increased them by relatively small
amounts.

Strengthening of reserve positions was ac-
companied by a movement toward converti-
bility of European currencies. In late De-
cember, 12 West European countries gave
foreigners the right to convert currencies
acquired through current transactions into
any foreign currency, including dollars.
Prior to that time, Switzerland was the only
West European country with a fully con-
vertible currency. The currencies of most
of the other countries had been convertible
for nonresidents at small discounts from
official rates. France’s move to convertibil-
ity was accompanied by a 15 per cent de-
valuation and by several internal financial
measures designed to end inflation.

The European Monetary Agreement re-
placed the European Payments Union at the
time West European countries moved to
convertibility. Members of the Union had
settled balances resulting from transactions
with other members partly in gold and dol-
lars and partly by automatic credits. As a
rule, signatories to the Agreement settle
balances in convertible currencies, gold, or
nonautomatic credits, in much the same way

http://fraser.stlouisfed.org/
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that countries with fully convertible curren-
cies settle their international balances.

Countries outside Europe. Canadian gold
and dollar holdings rose $230 million, re-
flecting in large part receipts from new
security issues in U. S. capital markets.
Japan added $385 million to its holdings as
imports fell almost one-third and exports
were maintained. Gold and dollar holdings
of most nonindustrial countries declined,
despite drawings on the International Mone-
tary Fund, and by year-end some were be-
low the minimum needed to satisfy statutory
reserve requirements.

INTERNATIONAL MONETARY FUND

The International Monetary Fund contin-
ued in 1958 to aid countries with balance-
of-payments deficits. Early in the year,
France drew $131 million under a stabiliza-
tion program approved by the Fund. Later,
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Fund drawings and standby arrangements in
connection with stabilization programs in
Argentina, Brazil, Peru, and Turkey totaled
$155 million; each country, as part of its
program, moved toward more realistic ex-
change rates. The U. S. Government gave
financial assistance in all these programs,
and some European countries also provided
credits to France and Turkey.

For 1958 as a whole, repurchases of cur-
rencies exceeded drawings on the Interna-
tional Monetary Fund. Most of the repur-
chases represented dollars that had been
drawn by industrial countries in the pre-
ceding year.

At the end of 1958 the Fund held $2.5
billion in gold and U. S. dollars. It also held
the equivalent of $2.3 billion in Canadian
dollars, pounds sterling, Belgian francs,
German marks, and Netherlands guilders—
currencies which have been drawn in the
past. Commitments under standby agree-
ments were $900 million.

In order to insure the Fund adequate
resources to meet potential exchange crises,

Federal Reserve Bank of St. Louis

the Board of Governors of the Fund voted
in early 1959 to approve a general in-
crease in members’ quotas of 50 per cent
(and larger increases in special cases), and
to require that each member pay one-fourth
of its quota increase in gold. Each member
country has to approve the proposed change
in its own quota.

The European moves toward fuller con-
vertibility of currencies as well as the stabi-
lization efforts of France and several nonin-
dustrial countries were generally accompa-
nied or followed by further relaxation of
quantitative restrictions on imports, espe-
cially discriminatory restrictions against im-
ports from the dollar area, and of restric-
tions on international capital transactions.
Actions of this kind benefit the countries
taking them and also enable producers in
the United States to compete on more equal
terms in foreign markets; they also give
private financial institutions in all parts of
the world greater opportunity to expand
their international business.
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Preliminary Findings of the 1959

Sur vey Of Consumer Finances

EARLY THIS YEAR, consumers viewed their
financial situations and prospects more fa-
vorably than a year ago, and the propor-
tion who planned to make major expendi-
tures during 1959 was moderately larger
than in early 1958, according to the pre-
liminary findings of the fourteenth annual
Survey of Consumer Finances.* This Sur-
vey was conducted in January and Feb-
ruary 1959 by the Board of Governors of
the Federal Reserve System in cooperation
with the Survey Research Center of the Uni-
versity of Michigan. Personal interviews
with a representative sample of the con-
sumer population provided information on
consumers’ financial positions, views about
their own and general economic prospects,
and their plans for purchasing durable goods
and houses during the year.

The recovery in economic activity that
had occurred by early 1959 was reflected
in an increase from early 1958 in the pro-
portion of consumer spending units who

! These findings are based on preliminary tabula-
tions of about 2,550 interviews taken in January and
February 1959 in the 12 largest metropolitan areas
and 54 other sampling areas throughout the country.
Additional interviews and adjustments for differential
response rates in various strata of the sample will be
incorporated in the tabulations that will be published
in later articles in the Federal Reserve BULLETIN. In
past years differences between preliminary and final
data have been small.

The Survey of Consumer Finances, like other
sample surveys of this type, is subject to response
as well as sampling errors. As a result of such factors,
undue importance should not be attached to small
changes in the data from year to year. For tables
of sampling errors in Survey data see the Federal
Reserve BULLETIN, September 1958, pp. 1041-42.
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said that they were earning more than a year
earlier and a corresponding decrease in the
proportion who said they were earning less.
This improvement in rate of income was re-
ported by all of the major occupational
groups, and was reflected in a more favor-
able evaluation of individual financial posi-
tions. Nearly four in ten consumers reported
that they were better off financially than a
year ago, compared with one in three con-
sumers in early 1958. Consumers’ views on
their financial situations in early 1959 were
about the same as in early 1955, but were
slightly less favorable than those reported at
the beginning of 1956 and 1957.

The distribution of consumer income for
1958 was similar to that in 1957 and 1956,
with about two-fifths of all consumer units
having incomes of $5,000 and over in each
of the three years. In early 1959 about
three-fourths of all consumers held some
liquid assets. This was about the same
proportion as in the two preceding years.
There were some declines in the size of
holdings reported early this year, however,
as the proportion of consumers with small
holdings (under $200) increased and the
proportion with intermediate-size holdings
($1,000-$5,000) decreased.

Early this year consumers were much
more optimistic than a year ago about their
earnings prospects and about general busi-
ness conditions during the coming year.
More than four in ten consumers expected
their earnings rate to improve over the year
and less than one in ten expected it to de-
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PRELIMINARY RESULTS OF THE FEDERAL

RESERVE SURVEY OF CONSUMER FINANCES

EArLY 1959, wiTH FINAL RESULTS FOR EARLY 1948-58*

[Percentage distribution of spending units]

Consumer financial positions | 1959 | 1958 | 1957 | 1956

1955 | 1954 | 1953 | 1952 | 1951 | 1950 | 1949 | 1948

Evaluation of own

financial situation

Better off than a year ago...| 38 32 40 40

38 36 38 33 32 32 33 29

Nochange................ 34 36 35 35 33 31 33 29 29 32 35 28
Worse off than a year ago...| 27 31 23 23 27 31 26 35 37 34 30 39
Don’t know, not ascertained . 1 1 2 2 2 2 3 3 2 2 2 4

Allcases................ 100 | 100 [ 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100

Past change in income rate2

Making more than a year ago| 40 36 45 41

38 41 48 46 49 30 42 43

Nochange................ 36 36 35 38 37 34 32 33 33 41 35 33
Making less than a year ago..| 22 26 18 18 23 23 16 17 17 27 21 21
Don’t know, not ascertained . 2 2 2 3 2 2 4 4 1 2 2 3

All caseS.....covvun.s 100 | 100 | 1060 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100

Money income in prior year, before taxes

Under $1,000.............. 8 8 9 11 10 10 11 13 13 14 12 14
$1,000-$1,999............. 13 13 12 12 13 13 14 15 17 19 18 22
$2,000-82,999. ............ 12 11 12 13 14 14 16 18 19 21 23 23
$3,000-$3,999............. 12 13 12 14 17 16 18 18 19 19 20 17
$4,000-$4,999............. 12 12 14 14 14 16 15 15 12 11 12 10
$5,000-$7,499............. 23 25 24 22 21 21 17 14 14 11 10 9
$7,500-8$9,999. .. .......... 12 10 9 8 6 5 5 4 3 2 2 } 5
$10,000 and over........... 8 8 8 6 5 5 4 3 3 3 3
Allcases.......oocvun. 100 | 100 | 100 [ 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100

1 (0 PN 26 26 24 28 29 26 29 31 28 31 29 27
$1-8199........cvivuen.. 19 17 17 15 17 15 16 17 16 16 16 15
$200-$499................. 14 14 14 12 12 13 12 13 14 11 13 13
$500-8999. ... ..cciiieinn. 11 11 12 12 10 13 11 9 11 10 11 12
$1,000-$1,999............. 10 11 11 11 10 11 12 10 12 10 11 12
$2,000-84,999. .. .......... 11 12 13 12 12 13 11 12 11 13 12 12
$5,000-$9,999............. 5 5 5 6 6 5 5 5 5 6 5 5
$10,000 and over........... 4 4 4 4 4 4 4 3 3 3 3 4

Allcases.............. 100 100 100 100 100 100 100 100 100 100 100 100

1 Preliminary data for early 1959 are based on the first 2,550 spend-
ing units interviewed and have not been adjusted for nonresponse.
Data for previous years are based on complete surveys and adjusted
for nonresponse.

2 Based on data for nonfarm spending units only.

3 Liquid assets include U. S. Government savings bonds, checking
accounts, savings accounts in banks, and shares in savings and loan
associations and credit unions; currency is excluded. Data prior to
1959 include postal savings accounts, which were held by less than
2 per cent of all spending units in 1958. Data prior to 1957 include
also marketable U, S. Government bonds, which were held by about
1 per cent of all spending units in 1957.

4 Data not available.

http://fraser.stlouisfed.org/
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5 Data are based on question: “Now considering the country as a
whole, do you think that during the next 12 months we will have
good times or bad times, or what?”’

6 Spending units that reported they would, probably would, or
possibly would buy, or that had already bought, in Survey year.

7 Includes only planned expenditures of $50 or more.

8 Data for automobiles are based on planned expenditures of spend-
ing units that reported they would or probably would buy or had
already bought; data for other items include, in addition, planned
expenditures of spending units that reported they possibly would
bu}{9 5bzlledians shown are interpolated from bracket amounts starting
in .
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PRELIMINARY RESULTS OF THE FEDERAL RESERVE SURVEY OF CONSUMER FINANCES
EarLY 1959, wiTH FINAL RESULTS FOR 1948-581

[Percentage distribution of spending units]

Consumer plans and

expectations 1959 | 1958 | 1957 | 1956 | 1955 | 1954 | 1953 | 1952 | 1951 | 1950 | 1949 | 1948
Expected change in income rate2
Making more a year from
TOW. .o vt ivevennnnonoons 42 37 40 37 39 29 34 37 4) 28 27 28
No change................ 35 34 35 36 36 35 33 30 Q) 32 46 47
Making less a year from now. 7 11 7 8 6 15 10 8 “) 10 17 13
Uncertain, not ascertained...| 16 18 18 19 19 21 23 25 Q) 30 10 12
Allcases.............. 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 (%) | 100 | 100 | 100
Expected general business conditions3
Good times. .............. 55 31 60 64 59 43 *4) “) * 40 47 47
Fair times................. 8 9 7 5 5 8 (4) *) 4) 15 14 6
Bad times................. 17 41 13 9 12 25 Q) “) “) 17 25 26
Uncertain, not ascertained...] 20 19 20 22 24 24 (C) “ *) 28 14 21
Allcases......ooouunen 100 | 100 | 100 | 100 | 100 | 100 ) *) # | 100 {100 | 100
Expected price movements for consumer goods
Increase during year........ 61 48 * Q) “ 15 17 53 77 15 8 33
No change......... .| 26 29 (4 *) (4) 40 43 30 16 36 20 24
Decrease during year....... 6 13 Q) (4) @ 37 31 7 3 41 55 28
Uncertain, not ascertained. . . 7 10 “ %) Q) 8 9 10 4 8 17 15
Allcases.............. 100 | 100 * Q) (9 | 100 {100 | 100 | 100 ! 100 | 100 | 100
Plans to purchase6
Houses2..........c.cvennn 9.3 7.5| 87| 94} 94| 6.6| 88| 64| 85| 84 7.0 7.5
Home improvement and
maintenance2 7.......... 24.6 | 22.1 {23.4 22,2220 19.6 | 16.9 “ *) “ *“ (@]
New automobiles.......... 7.6 6.9 85! 84 82} 7.9 9.0 6.8 6.6 |10.611.8| 9.7
Used automobiles.......... 98104 | 84| 72| 7.5| 64| 6.2 6.0 55| 69| 6.8 4.1
Furniture and major house-
hold appliances......... 27.8 1 28.2129.4|28.0|28.5(26.9|31.9|23.2|27.4|28.4|30.9|27.4
Median planned expenditure8
New automobile........... $3,030,52,840/$2,920($2,810(32,800(32,570(32,500:$2,340/$1,970($1,920|$1,990/%1 , 800
Used automobile........... 860, 910 890 800 810 750 950 760| 590 540 630 600
Furniture and major house-
hold appliances.. ........ 280] 290; 300{ 290 290, 330] 330 300/ 300 290/ 250, 240
Home improvement and
maintenance2 7.......... 360 380] 450, 370 330{ 300 (% *) * * *) )

For notes see preceding page.

Federal Reserve Bank of St. Louis
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cline. The outlook was a little more opti-
mistic than in early 1957 and considerably
more optimistic than in most previous post-
war years. This improvement in income
outlook was general for most income and
occupational groups. Consumer expecta-
tions about general business conditions dur-
ing the coming year improved substantially
from early 1958, and were only slightly less
optimistic than in the 1955-57 period. Early
this year more than one-half of the con-
sumers expected business conditions to be
good during the coming year, while less than
one-fifth said they expected bad times.

For the most part, consumers also expect
higher prices. Three-fifths of all spending
units reported that they expect retail prices
to rise during the year, and less than one-
tenth expect prices to decline. A year ago
slightly less than one-half of consumers ex-
pected price increases.

Except for a substantial rise in plans to
buy houses, consumers’ buying plans in gen-
eral were only moderately above a year ago.
The proportion of consumers planning to
make expenditures on cars, on other durable
goods, or on home improvement and main-
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tenance increased to 50 per cent early this
year from 47 per cent a year earlier, but
the average planned expenditure declined
moderately.

The proportion of consumers reporting
plans to buy new cars during the year rose
from the relatively low level of early 1958
but was still below the levels in the pre-
vious three years. The median price con-
sumers expected to pay reached a new high
of $3,030. While the proportion of con-
sumers that planned to buy used cars was
above that of most recent years, it was down
from the high reached last year, and the
median price consumers expected to pay was
lower than a year ago.

The proportion of consumer units with
intentions of buying a house in 1959 was
much larger than last year and about as
large as the previous high levels in 1955
and 1956. Nearly one-fourth of consumers
reported that they intended to make ex-
penditures on home improvements or main-
tenance. This was a larger proportion than
in any other recent year, but the median
planned expenditure was somewhat lower.
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Credit Extended by Banks
to Real Estate Mortgage Lenders

Credit extended to real estate mortgage lenders
by weekly reporting member banks as of February
11, 1959 amounted to $1,551 million, $342 million
more than reported at the previous survey on
August 13, 1958. Commitments to extend addi-
tional credit to these lenders increased $106 mil-
lion to $778 million.

Loans to real estate mortgage lenders secured
by the pledge of real estate mortgage loans
amounted to $1,195 million and accounted for

$290 million of the increase since August. As in
previous surveys these loans were largely to real
estate mortgage companies.

The data for these surveys were obtained for
the purpose of ascertaining amounts of all types
of credit extended by commercial banks to real
estate mortgage lenders. Results of earlier surveys
have been published in the September 1958 and
earlier Federal Reserve BULLETINS.

CrREDIT EXTENDED TO REAL ESTATE MORTGAGE LENDERS BY WEEKLY REPORTING MEMBER BANKS
IN LEADING CiITIES, FEBRUARY 11, 1959 AND SELECTED PRIOR DATES

{In millions of dollars}

Increase
Qutstanding on (or decrease —)
1em Aug. 13, | Feb. 12,
Feb. 11, | Aug. 13, | Feb. 12, | Aug. 10, | 1958 to | 1958 to
1959 19587 1958 1955 Feb. 11, | Feb. 11,
1959 1959
Real estate mortgage loans purchased from real estate mortgage lenders under
resale agreement, total. ..o ittt e e 219 177 181 338 42 38
INSUrance COMPANIES. ... vuuus et nrrvteeeoooereeroaererssennaaansarss 28 22 39 235 6 —11
Mortgage companies. ... .. 129 92 84 90 37 45
L2 T 62 63 59 12 -1 3
Loans to real estate mortgage lenders secured by the pledge of real estate mort-
gage loans owned by the borrowers, total............cciiveeeenniinieean. 1,195 905 728 982 290 467
Insurance companies........ ettt i it e 9 3 4 11 5 4
Mortgage companies 852 673 911 266 445
L0 1 50 50 59 18 18
Loans to real estate mortgage lenders, not secured, or secured other than by
the pledge of real estate mortgage loans owned by the borrowers, total..... 136 127 100 88 10 36
INSUrance COMPANIES .ot vttt v iiver v iiiienresnnnnnesnnesonannsss 11 14 6 4 -3 4
Mortgage companies. .c....vvurnnen.. 58 53 37 24 5 21
Otherl......ooviuunnnn. e e e e e e e 68 60 57 60 8 11
Total loans to real estate mortgage lenders..........cc.oveviiuiunnnn. 1,551 1,208 1,009 1,408 342 541
Unused portions of firm commitments to purchase real estate mortgage loans
from real estate mortgage lenders with or without resale agreement, or to
make secured or unsecured loans to real estate mortgage lenders, total..... 778 673 673 1,295 106 105
Insurance companies 31 22 18 183 9 12
Mortgage companies 543 499 541 894 43 2
(873 7= PP 205 152 114 219 53 91
* Revised. commitments at Aug. 14, 1957 and Aug. 13, 1958 were not asked to

1 Savings and loan associations, mutual savings banks, builders
and other organizations (other than banks) that make or hold sub-
stantial amounts of real estate loans.

Nore.—Banks reporting less than $1 million of these loans and
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report in other surveys, but their Aug. 14, 1957 figures are included
in Feb. 12, 1958 data and their Aug. 13, 1958 figures are included in
Feb. 11, 1959 figures for comparative purposes. Details may not
add to totals because of rounding.
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Law Department

Administrative interpretations, new regulations, and similar material

Questions Arising under Regulation U

Regulation U governs “any loan” made by a
bank “secured directly or indirectly by any stock
for the purpose of purchasing or carrying any stock
registered on a national securities exchange,” with
certain exceptions, and provides that the maximum
loan value of such stock shall be a fixed percent-
age “of its current market value, as determined
by any reasonable method.”

The Board of Governors has recently had occa-
sion to consider the application of this language
to the three following questions:

LoAN SECURED BY STOCK

First, is a loan to purchase or carry registered
stock subject to Regulation U where made in un-
secured form, if stock is subsequently deposited
as security with the lending bank, and surround-
ing circumstances indicate that the parties origi-
nally contemplated that the loan should be so
secured? The Board answered that in a case of
this kind, the loan would be subject to the Regu-
lation, for the following reasons.

The Board has long held, in the closely related
“purpose” area, that the original purpose of a loan
should not be determined upon a narrow analysis
of the technical circumstances under which a loan
is made. Instead, the fundamental purpose of the
loan is considered to be controlling. Indeed, “the
fact that a loan made on the borrower’s signa-
ture only, for example, becomes secured by regis-
tered stock shortly after the disbursement of the
loan” affords reasonable grounds for questioning
whether the bank was entitled to rely upon the
borrower’s statement as to the purpose of the
loan. (1953 Federal Reserve BULLETIN 951.)

Where security is involved, standards of inter-
pretation should be equally searching. If, for ex-
ample, the original agreement between borrower
and bank contemplated that the loan should be
secured by registered stock, and such stock is in
fact delivered to the bank when available, the
transaction must be regarded as fundamentally a
secured loan. This view is strengthened by the
fact that the regulation applies to a loan “secured
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directly or indirectly by any stock.”
plied.)

(Italics sup-

LoAN TO ACQUIRE CONTROLLING SHARES

The second question is whether the Regulation
governs a stock-secured loan made for the busi-
ness purpose of purchasing a controlling interest
in a corporation, or whether such a loan would
be exempt on the ground that the Regulation is
directed solely toward purchases of stock for
speculative or investment purposes. The Board
answered that a stock-secured loan for the purpose
of purchasing or carrying registered stock is sub-
ject to the Regulation, regardless of the reason for
which the purchase is made.

This answer is required, in the Board’s view,
since the language of the Regulation is explicitly
inclusive, covering “any loan . . . secured directly
or indirectly by any stock for the purpose of pur-
chasing or carrying any stock registered on a na-
tional securities exchange.” (Italics supplied.)
Moreover, the withdrawal in 1945 of the original
Section 2(e) of the Regulation, which exempted
“any loan for the purpose of purchasing a stock
from or through a person who is not a member
of a national securities exchange . . .” plainly im-
plies that transactions of the sort described are
now subject to the general prohibition of Section 1.

DETERMINATION OF CURRENT MARKET VALUE

The third question is how to determine the
“current market value” of a block of registered
stock which represents a controlling interest in a
corporation where the block is purchased at a price
in excess of the average of bid and asked prices
on the Exchange for the day of the purchase, and
also in excess of the average price on the Ex-
change over recent months, while the parties to
the loan, on the other hand, believe the purchase to
be a bargain and report opportunities to resell at
a price which is higher still. In a case of this
kind, the Board believes that the current market
value of the block is the price at which the actual
purchase was made.

The Supplement to Regulation U states that cur-
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rent market value shall be determined by “any
reasonable method.” Regulation T, which, while
not controlling, may throw some light on the
problem, provides that the current market value
of a security “throughout the day of its purchase
or sale” shall be “total cost or the net proceeds of
its sale.” The Board is of the opinion that actual
sale price in an arm’s length transaction provides
the best evidence of value. Particularly in circum-
stances such as those indicated above, it must be
assumed that this price reflects intangible factors
including control.

Compilation of State Laws Relating to
Bank Reserves

The Legal Division of the Board of Governors,
with the assistance of the Bank Operations Divi-
sion of the Board and counsel for the Federal
Reserve Banks, has prepared a compilation of
provisions of State laws relating to reserves re-
quired to be maintained by State banks against
deposits. Copies of the compilation may be ob-
tained upon request. This compilation, prepared
as of January 1, 1959, supersedes a similar com-
pilation of State laws relating to bank reserves
which is dated January 1, 1956.

Percentage Limitation on Acquisition by Bank
Holding Company of Stock of Small
Business Investment Company

An interpretation of the Board published at page
1161 of the October 1958 issue of the Federal
Reserve BULLETIN dealt with the question of
whether, and to what extent, the Bank Holding
Company Act of 1956 permits a bank holding
company or its subsidiary banks to acquire shares
in a small business investment company (“SBIC”)
organized pursuant to the Small Business Invest-
ment Act of 1958 (“SBI Act™).

That interpretation pointed out that the general
prohibition in Section 4 of the Bank Holding Com-
pany Act against a bank holding company’s acquir-
ing “direct or indirect ownership or control of any
voting shares of any company which is not a bank
or a bank holding company” is subject to an
exemption in Section 4(c)(4) for stocks of the
kinds and amounts eligible for investment by a
national bank; that Section 302(b) of the SBI
Act permits a national bank to purchase shares of
stock in SBICs “in an amount aggregating [not]
more than one per cent of [the bank’s] capital and
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surplus”; and that, accordingly, a bank holding
company may invest in stock of an SBIC up to
the specified one per cent. The interpretation also
expressed the view, however, that Section 6(a) (1)
of the Bank Holding Company Act applies a fur-
ther limitation to banking subsidiaries of a bank
holding company; and that under that section such
a subsidiary bank could not invest in the stock of
an SBIC if the SBIC is, or would become by the
investment, a “subsidiary” of the bank’s parent
holding company.

Two further questions have arisen concerning
the amount of stock of an SBIC that may be ac-
quired by a bank holding company. The first
relates to the definition of “capital and surplus”
under the one per cent limitation of Section 302(b)
of the SBI Act. Since the amount of SBIC stock
eligible for investment by a national bank under
the SBI Act is limited to one per cent of the bank’s
capital and surplus, it is the Board’s view that the
amount eligible for investment by a bank holding
company is similarly limited to one per cent of the
holding company’s capital and surplus. In order
to apply this limitation, however, it is necessary
to define the term “capital and surplus.” While
the matter is not entirely free from doubt, it is the
opinion of the Board that, since neither the SBI
Act nor its legislative history supplies a definition,
the term should be interpreted in accordance with
generally accepted accounting and reporting proce-
dures applicable to the investing entity, in the
present case, the bank holding company.

The second question concerns the method of
applying the one per cent limitation stated in Sec-
tion 302(b) of the SBI Act when all or part of the
shares of the SBIC are owned by a subsidiary of
the bank holding company. For example, the
SBIC shares might be owned by a bank holding
company which is a subsidiary of another bank
holding company, or by a subsidiary bank in a
case where the SBIC is not a subsidiary of the
bank’s parent holding company. Since ownership
or control of stock by a subsidiary should be re-
garded as indirect ownership or control of such
stock by the parent, the Board is of the opinion
that the amount invested in an SBIC by the hold-
ing company and by its subsidiaries must be added
together to determine whether the total amount
directly and indirectly invested by the holding
company exceeds the amount permissible, that is
to say, exceeds one per cent of the holding com-
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pany’s capital and surplus. Assuming that no other
exception is available in the particular case, ac-
quisition or retention by the -holding company of
direct or indirect control of any amount in excess
of that one per cent would be prohibited by Sec-
tion 4 of the Bank Holding Company Act. Thus,
a particular subsidiary of a bank holding com-
pany could not invest in the stock of an SBIC
if such investment, together with the investments
of the parent bank holding company and of other
subsidiaries, would exceed one per cent of the
capital and surplus of the parent bank holding
company.

Indirect Control by Bank Holding Company
through Convertible Debentures Held by
Small Business Investment Company

A question has been raised concerning the ap-
plicability of provisions of the Bank Holding Com-
pany Act of 1956 to the acquisition by a bank
holding company of stock of a small business in-
vestment company (“SBIC”) organized pursuant
to the Small Business Investment Act of 1958
(“SBI Act”).

As indicated in the interpretation of the Board
published at page 1161 of the October 1958 issue
of the Federal Reserve BULLETIN, it is the Board’s
opinion that, since stock of an SBIC is eligible for
purchase by national banks and since Section
4(c)(4) of the Holding Company Act exempts
stock eligible for investment by national banks
from the prohibitions of Section 4 of that Act, a
bank holding company may lawfully acquire stock
in such an SBIC.

However, Section 304 of the SBI Act provides
that debentures of a small business concern pur-
chased by a small business investment company
may be converted at the option of such company
into stock of the small business concern. The
question therefore arises as to whether, in the
event of such conversion, the parent bank holding
company would be regarded as having acquired
“direct or indirect ownership or control” of stock
of the small business concern in violation of Sec-
tion 4(a) of the Holding Company Act.

The Small Business Investment Act clearly con-
templates that one of the primary purposes of that
Act was to enable SBICs to provide needed equity
capital to small business concerns through the pur-
chase of debentures convertible into stock. Thus,
to the extent that a stockholder in an SBIC might
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acquire indirect control of stock of a small busi-
ness concern, such control appears to be a natural
and contemplated incident of ownership of stock
of the SBIC. The Office of the Comptroller of the
Currency has informally indicated concurrence
with this interpretation insofar as it affects invest-
ments by national banks in stock of an SBIC.

Since the exception as to stock eligible for in-
vestment by national banks contained in Section
4(c)(4) of the Holding Company Act was ap-
parently intended to permit a bank holding com-
pany to acquire any stock that would be eligible
for purchase by a national bank, it is the Board’s
view that Section 4(a)(1) of the Act does not
prohibit a bank holding company from acquiring
stock of an SBIC, even though ownership of such
stock may result in the acquisition of indirect
ownership or control of stock of a small business
concern which would not itself be eligible for
purchase directly by a national bank or a bank
holding company.

Order under Section 3 of Bank Holding
Company Act

The Board of Governors of the Federal Reserve
System, on February 27, 1959, issued the follow-
ing Order and Statements with respect to an ap-
plication by a bank holding company for approval
of the acquisition of voting shares of a bank:

FIrsT SECURITY CORPORATION

In the Matter of the Application of First Security
Corporation for prior approval of acquisition of
voting shares of Fillmore State Bank, Fillmore,
Utah.

ORDER APPROVING APPLICATION

There having come before the Board of Gov-
ernors pursuant to Section 3(a)(2) of the Bank
Holding Company Act of 1956 (12 USC 1843)
and Section 4(a)(2) of the Board’s Regulation Y
(12 CFR 222.4(a)(2)), an application on behalf
of First Security Corporation, whose principal of-
fice is in Salt Lake City, Utah, for the Board’s
prior approval of the acquisition of 3,000 of the
outstanding voting shares of Fillmore State Bank,
Fillmore, Utah; a Notice of Tentative Decision
referring to a Tentative Statement on said applica-
tion having been published in the Federal Register
on February 5, 1959 (24 FR 873); the said Notice
having provided interested persons an opportunity,
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before issuance of the Board’s final order, to file
objections or comments upon the facts stated and
the reasons indicated in the Tentative Statement;
and the time for filing such objections and com-
ments having expired and no such objections or
comments having been filed;

IT 1S HEREBY ORDERED, for the reasons set forth
in the Board’s Statement of this date, that the said
application be and hereby is granted and the ac-
quisition by First Security Corporation of 3,000
of the outstanding voting shares of Fillmore State
Bank, Fillmore, Utah, is hereby approved, pro-
vided that such acquisition is completed within
three months from the date hereof, and that no
action be taken by First Security Corporation that
will result in Fillmore State Bank ceasing to
operate as a separate banking institution within 60
days from the date of this Order.

Dated at Washington, D. C., this 27th day of
February, 1959.

By order of the Board of Governors.

Voting for this action: Governors Szymczak, Robert-

son, and Shepardson. Voting against this action: Gov-

ernor Mills. Absent and not voting: Chairman Mar-

tin and Vice Chairman Balderston.

(Signed) MERRITT SHERMAN,

Secretary.

(SEAL)

STATEMENT

First Security Corporation, a bank holding com-
pany, has applied, pursuant to Section 3(a)(2) of
the Bank Holding Company Act of 1956 (“the
Act”), for this Board’s prior approval of the ac-
quisition of all of the outstanding common stock
(3,000 shares) of Fillmore State Bank, Fillmore,
Utah.

Pursuant to Section 3(b) of the Act, the Bank
Commissioner for the State of Utah was asked for
his views and recommendations. His office re-
plied that the Department interposed no objection
to the granting of the requested approval.

Statutory factors. Section 3(c) of the Act re-
quires the Board to take into consideration the
following five factors: (1) the financial history
and condition of the holding company and bank
concerned; (2) their prospects; (3) the character
of their management; (4) the convenience, needs,
and welfare of the communities and the area con-
cerned; and (5) whether or not the effect of the
acquisition would be to expand the size or extent
of the bank holding company system involved be-
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yond limits consistent with adequate and sound
banking, the public interest, and the preservation
of competition in the field of banking.

Discussion. The Applicant, First Security Cor-
poration, is a bank holding company with its prin-
cipal office in Salt Lake City, Utah. It owns a
large majority of the stock of 4 banks in Utah,
Wyoming, and Idaho. Those subsidiary banks
have total deposits of about $453 million, repre-
senting about 26 per cent of the total of $1,725
million deposits in the three States. They have
71 banking offices, which represent 26 per cent of
the 271 offices in those States. The respective per-
centages of deposits and banking offices held by
these banks in each of the three States are: Utah—
32 per cent and 35 per cent; Wyoming—1 per
cent and 2 per cent; Idaho—33 per cent and 29
per cent.

The town of Fillmore is the county seat of Mill-
ard County. It is the center of a relatively
sparsely populated agricultural and retail trade
area which does not have as ready access to other
areas as is usually found in other sections of the
country. Millard County extends about 100 miles
east and west and approximately 65 miles north
and south. High mountains outline its eastern
boundary from which the county extends westward
to the State of Nevada. Fillmore is located in the
eastern part of Millard County and Fillmore State
Bank draws substantially all of its business from
about 4,000 people in that part of the County.
Geographic conditions tend to discourage those
people from trading or banking elsewhere. The
only other banking office in the County is located
at Delta, about 37 miles away. Other banking of-
fices in the surrounding areas are at distances rang-
ing from about 52 to more than 90 miles. The
deposits of Fillmore State Bank are about $2 mil-
lion and the deposits at each of the banking offices
in these surrounding areas range from about $1
million to about $6 million.

The financial history and condition of both
First Security Corporation and Fillmore State
Bank are satisfactory. The prospects of both the
holding company and the Bank are favorable, ex-
cept to the extent that the prospects of the Bank
might be adversely affected by problems of man-
agement discussed hereafter.

The management of First Security Corporation
is capable and experienced. There appears to be
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some basis for Applicant’s assertion that suitable
continuing management for Fillmore Bank is not
available within the Bank’s present staff, that it
would be difficult to secure management from out-
side the Bank, and that if First Security Corpora-
tion acquires control it would facilitate the provid-
ing of suitable management for the Bank.

The Bank appears to have been serving the con-
venience, needs, and welfare of its community and
area in a satisfactory manner, but acquisition of
control by First Security Corporation probably
would result in the Bank’s furnishing somewhat
better and more complete banking services to its
customers.

The most difficult problem here, as in many
other cases under the Bank Holding Company Act,
arises under the fifth factor stated in Section 3(c),
which requires the Board to consider whether the
effect of the acquisition “would be to expand the
size or extent of the bank holding company system
involved beyond limits consistent with adequate
and sound banking, the public interest, and the
preservation of competition in the field of bank-
ing.”

Since there is only one bank in Fillmore there
can be no question of reducing competition with
another bank in that community. However, the
banking office in Delta, the only other banking of-
fice in Millard County, is a branch of First Secu-
rity Bank of Utah, N. A., a subsidiary of First
Security Corporation. This branch has deposits of
about $2% million. The fact that acquisition of
Fillmore State Bank by First Security Corporation
would give that Corporation control of both the
banking offices in Millard County is an adverse
consideration. It is also an adverse feature that
the only banking office in Nephi, about 60 miles
from Fillmore, is a branch of First Security Bank
of Utah, N. A. First Security Corporation thus
controls two of the seven banking offices that ap-
pear to be most accessible to the area served by
Fillmore State Bank, and the Corporation would
control three of the seven if it acquires that Bank.

The adverse elements are mitigated by the fact
that there does not appear to be extensive trade or
traffic between Fillmore and Delta or much over-
lap of banking business between them; neither of
these small banking offices has more than about 3
per cent of its deposits from the primary market
area of the other. The general geographic and
economic characteristics of Fillmore, Millard
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County, and the surrounding counties tend to make
the circumstances relating to competition some-
what different from those in many other areas.
The adverse features are also offset to some extent
by the improved management and expanded serv-
ice to the community that probably would result,
as indicated above, from acquisition of control of
Fillmore Bank by First Security Corporation.

Conclusion, The above views were incorpo-
rated in the Tentative Statement issued in connec-
tion with the Notice of Tentative Decision pub-
lished in the Federal Register on February 5, 1959
(24 FR 873) affording interested persons an op-
portunity to submit comments on or objections to
the Board’s proposed action, and no such com-
ments or objections were received within the pe-
riod specified for their submission.

Viewing the relevant facts in the light of the
factors specified in Section 3(c) of the Act and
the general purposes of the Act, it is the judgment
of the Board that in the particular circumstances
of this case the proposed acquisition would be con-
sistent with the applicable standards and purposes,
and that the application should be approved. IT
IS SO ORDERED,

DISSENTING STATEMENT OF GOVERNOR MILLS

The record in this case contains impressive evi-
dence in favor of the First Security Corporation’s
proposal to acquire control of the Fillmore State
Bank, but in my opinion that evidence is insuffi-
cient to justify approval of the application. In view
of the topographical characteristics and the dis-
tribution of population in the areas of the State of
Utah that are now served by First Security Cor-
poration’s subsidiary banks, and particularly the
absence of any competing banks in some counties
of the State, it is apparent that the situation calls
for further investigation of the question whether
approval of the application would lessen banking
competition and further a trend to monopoly. A
public hearing on this application would have af-
forded banking, commercial, and other groups, as
well as individuals, an opportunity to present views
and information regarding all aspects of the com-
petitive situation in this case.

Without the benefit of such a hearing, and in
the absence of the evidence—either in support of
or in opposition to the application—that might
thus have been adduced, I dissent from the deci-
sion of the Board.
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Current Events and Announcements

REDESIGNATION OF CHAIRMAN AND

VICE CHAIRMAN OF BOARD

The President of the United States on March 12,
1959, issued an Order redesignating Mr. Wm.
McC. Martin, Jr., as Chairman of the Board
of Governors of the Federal Reserve System, to
serve as such for a term of four years from April
1, 19589, unless and until his services as a Member
of the Board of Governors shall have sooner termi-
nated.

The President on the same day issued an Order
redesignating Mr. C. Canby Balderston as Vice
Chairman of the Board of Governors of the Fed-
eral Reserve System, to serve as such for a term
of four years, unless and until his services as a
Member of the Board of Governors shall have
sooner terminated.

APPOINTMENT OF BOARD MEMBER

The President, on March 5, 1959, sent to the
Senate the nomination of Mr. G. H. King, Jr.,
of Mississippi as a Member of the Board of Gov-
ernors. The nomination was confirmed by the
Senate without objection on March 12.

Mr. King was appointed for the unexpired por-
tion of the term of 14 years from February I,
1946, to fill the vacancy occasioned by the resig-
nation of Mr. James K. Vardaman, Jr.

Mr. King was born in Oakdale, Louisiana, on
August 18, 1920, the son of George Harold King
and French Freeman King. He married Daudrille
Elaine Hollaway on May 15, 1942, and they have
two daughters and one son. He graduated from
Louisiana State University in 1941 with a B.S.
degree; he also attended the University of Colorado
Summer School in 1939, 1940, and 1941.

Mr. King was Treasurer of King Lumber Indus-
tries, Canton, Mississippi, from 1946 to 1949, and
served as Executive Vice President from 1950 until
he assumed the Presidency in 1958. In addition
to the domestic and foreign marketing of wood
products, he has engaged in timber and mineral
leasing of lands. In agriculture he has produced
purebred Hereford cattle that have been sold
throughout the United States and Mexico. He
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entered upon active duty with the United States
Naval Reserve as an Ensign on May 1, 1942, and
was released to inactive duty in the United States
Naval Reserve on February 2, 1946, with the rank
of Lieutenant. He was appointed Director of the
New Orleans Branch of the Federal Reserve Bank
of Atlanta in January 1956, and served as Chair-
man of the Board of Directors of the Branch during
1958.

FEDERAL RESERVE MEETINGS

A meeting of the Federal Open Market Committee
was held on March 3, 1959. Wm. McC. Martin,
Jr., was re-elected Chairman and Alfred Hayes,
Vice Chairman. The representative members of
the Committee elected by the Federal Reserve
Banks for the period of one year beginning March
1, 1959, are: J. A. Erickson, Alfred Hayes, Carl E.
Allen, Delos C. Johns, and Frederick L. Deming,
Presidents of the Federal Reserve Banks of Boston,
New York, Chicago, St. Louis, and Minneapolis,
respectively.

At the meeting of the Federal Advisory Council
held on February 16, 1959, Homer J. Livingston,
representing the Seventh Federal Reserve District,
was elected President; Lloyd D. Brace, represent-
ing the First Federal Reserve District, was elected
Vice President; and John J. McCloy (Second Dis-
trict), Casimir A. Sienkiewicz (Third District),
and Gordon Murray (Ninth District) were elected
directors to serve with Messrs. Livingston and
Brace as members of the Executive Committee.
Herbert V. Prochnow and William J. Korsvik were
appointed Secretary and Assistant Secretary, re-
spectively.

CHANGE IN OFFICERS AT RESERVE BANKS

Mr. W. D. Gentry, First Vice President of the
Federal Reserve Bank of Dallas, retired February
28, 1959. Mr. Gentry became associated with the
Reserve Bank in 1916, and was appointed an
Assistant Cashier in 1923. He served as Manager
of the Houston Branch from February 1, 1930
until April 1, 1943 when he returned to the Head
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Office as Vice President and Cashier. He has been
First Vice President since October 1, 1944,

Effective March 1, 1959, Mr. Harry A. Shuford
was appointed First Vice President of the Federal
Reserve Bank of Dallas to succeed Mr. Gentry for
the unexpired portion of the five-year term which
began March 1, 1956. Mr. Shuford joined the
staff of the Reserve Bank in 1948 as Counsel, and
was appointed Vice President and General Counsel
in May 1952. He received his B.S. in Commerce
and LL.B. degrees from Southern Methodist Uni-
versity, Dallas.

INCREASE IN FEDERAL RESERVE DISCOUNT RATE

The Board of Governors of the Federal Reserve
System has recently approved actions by the direc-
tors of all 12 Federal Reserve Banks to increase the
discount rate at those Banks to 3 per cent. The
effective dates of the new rate at the several Re-
serve Banks were as follows:

New York March 6, 1959
Philadelphia March 6, 1959
Chicago March 6, 1959
Dallas March 6, 1959
Boston March 10, 1959
San Francisco March 12, 1959
Cleveland March 13, 1959
Richmond March 13, 1959
St. Louis March 13, 1959
Kansas City March 13, 1959
Atlanta March 16, 1959
Minneapolis March 16, 1959

The rate previously in effect at all the Reserve
Banks was 2Y%2 per cent.

Federal Reserve Bank of St. Louis

DEATH OF DIRECTOR

Mr. J. N. Greening, who had served as a director
of the Jacksonville Branch of the Federal Reserve
Bank of Atlanta since January 1, 1959, died on
March 4, 1959. Mr. Greening was Vice Chairman
of The First National Bank of Bradenton, Braden-
ton, Florida.

ADMISSION OF STATE BANK TO MEMBERSHIP IN THE

FEDERAL RESERVE SYSTEM

The following State bank was admitted to member-

ship in the Federal Reserve System during the

period January 16, 1959 to February 15, 1959:

Kansas
Augusta . .Augusta State Bank
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National Summary of Business Conditions

Released for publication March 16

Industrial production and industrial prices con-
tinued upward in February and early March.
Construction activity and consumer buying in
February were maintained close to record highs.
Total employment and the number of persons
unemployed remained at January levels. Com-
mon stock prices advanced, reaching new highs
in mid-March.

INDUSTRIAL PRODUCTION

The Board’s seasonally adjusted index of in-
dustrial production rose one point in February
to 144 per cent of the 1947-49 average, one
point below the prerecession level in August 1957
and two points below the record high of Feb-
ruary 1957.

A gain in durable goods production in Feb-
ruary was marked by a sharp advance in out-
put of primary metals. The expansion in buy-
ing reflects substantial liquidation of inventories
during 1958 and protection against possible work
stoppages later this year as well as increased
consumption of these materials. Steel produc-
tion increased 14 per cent to 85 per cent of
capacity. In the second week of March, out-
put was scheduled at 92 per cent, a record high
in tonnage terms. Aluminum production was at
a new high in February and copper smelting
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and refining remained at advanced levels. Ac-
tivity in business equipment lines increased further
as truck production continued to rise and out-
put of farm machinery recovered following set-
tlement of a major work stoppage. Production
of household durable goods changed little at near
record rates. Auto assemblies declined further,
owing mainly to glass shortages, but schedules
for March indicate a recovery.

Production of nondurable goods continued to
expand in February and activity in most indus-
tries was at or above previous highs. Minerals
output also increased reflecting gains in coal and
metal mining.

CONSTRUCTION

Private housing starts declined somewhat
further in February, to a seasonally adjusted an-
nual rate of 1,320,000 units, but were nearly one-
half above the low of a year earlier. The value
of new construction put in place, at a seasonally
adjusted rate of $54.4 billion, was close to the
revised January record total and one-sixth above
the low last May. Private residential building
continued to advance but business and highway
construction activity declined.

NEW CONSTRUCTION ACTIVITY
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EMPLOYMENT

Seasonally adjusted nonfarm employment was
unchanged in February at 51.0 million, one mil-
lion above the April 1958 low. Employment
continued to increase in durable goods manufac-
turing, trade, and State and local governments,
but declined in mining, transportation, and con-
struction. Unemployment was unchanged in
February, and the seasonally adjusted rate was
6.1 per cent of the civilian labor force, about
the level prevailing since November.

DISTRIBUTION

Seasonally adjusted retail sales in February re-
mained near the record high reached in Decem-
ber and were 9 per cent above the recession low
of a year earlier. Gains over the year were par-
ticularly marked for automotive and department
store sales. In January, the value of stocks at
department stores was 3 per cent higher than a
year earlier, but the value of total retail inven-
tories was slightly lower.

CoMMODITY PRICES

Wholesale prices of industrial commodities con-
tinued to advance from mid-February to mid-

RETAIL TRADE
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March. In response to expanding business de-
mands, prices of refined copper, copper and brass
mill products, rubber, lumber, hides, wastepaper,
and man-made and cotton textiles increased.
Steel scrap prices declined somewhat despite the
rise in output of steel to a new high.

Prices of farm and food products declined
slightly further, owing in part to improved sup-
plies of meats. Support prices for 1959 crops
of corn, other feed grains, and oilseeds were an-
nounced by the Department of Agriculture on
February 18 at levels generally well below those
for 1958. Reduced support levels for the 1959
cotton crop had been announced earlier.

BANk CREDIT AND RESERVES

Total loans and investments at city banks de-
clined $1.1 billion over the four weeks ending
March 4. Reduction in holdings of U. S. Gov-
ernment securities was offset only in small part
by expansion in loans—mainly business, real es-
tate and “other” loans. Banks purchased new
tax anticipation bills in mid-February but re-
duced their holdings of Government securities at
other times during the period.

Member bank borrowings from the Federal
Reserve averaged $560 million and excess re-
serves $410 million over the four weeks ending
March 11. Borrowings were somewhat higher
and excess reserves somewhat lower than earlier
in the year. Between mid-February and mid-
March the volume of reserves absorbed through
System sales of Government securities and in-
creases in Treasury deposits at the Reserve Banks
exceeded that supplied through a decline in re-
quired reserves.

SECURITY MARKETS

From mid-February to mid-March bond yields
generally declined somewhat. The market rate
on 90-day Treasury bills, which usually rises at
this season of the year, increased slightly to about
2.80 per cent. Discount rates at Federal Reserve
Banks were raised one-half percentage point to
3.00 per cent.
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Financial and Business Statistics

* United States %
Member bank reserves, Reserve Bank credit, and related items. .. 267
Reserve Bank discount rates; reserve requirements; margin requirements. 270
Federal Reserve Banks. 271
Bank debits; currency in c1rculat10n 274
All banks: consolidated statement of monetary system; dep051ts and currency. 276
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Wholesale and consumer prlces 316
National product and income series. 318
Tables published in BULLETIN, annually or semiannually—Ilist, with references. 262
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Tables on the following pages include the prin-
cipal statistics of current significance relatlng
to financial and business developments in the
United States. The data relating to Federal
Reserve Banks, member banks of the Federal
Reserve System, and department store trade,
and the consumer credit estimates are derived
from regular reports made to the Board; pro-
duction indexes are compiled by the Board on

the basis of material collected by other agencies;
figures for gold stock, currency in circulation,
Federal finance, and Federal credit agencies are
obtained from Treasury statements; the remain-
ing data are obtained largely from other sources.
Back figures for 1941 and prior years for bank-
ing and monetary tables, together with descrip-
tive text, may be obtained from the Board’s

pubhcanon Banking and Monetary Statistics.
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MEMBER BANK RESERVES, RESERVE BANK CREDIT, AND RELATED JTEMS

Weekly averages of daily figures

Billions of dollars
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MEMBER BANK RESERVES, RESERVE BANK CREDIT, AND RELATED ITEMS

[In millions of dollars]

Reserve Bank credit outstanding Deposits, other
than member bank Member bank
Treas- reserves, reserves
U. S. Govt. securities Cur- T with F. R. Banks
ury reas- Oth
i cur- | reney | Ty ther
Week Dis- Gold renc in cash . R.
ending Held |counts| stock out-y cir- | pord- ac-
Bought under | and | Float [Total 1 stand-| Sula- ings counts
Total | out. | rePur- ad- ing tion Treas-| For- Other Total Re- Ex-
right chase |vances ury | eign quired2 | cess2
agree-
ment
Averages of
daily figures
1958
Jan. 1........[24,344] 23,735 609 661| 1,550|26,623| 22,774| 5,147| 31,962| 773} 458| 397 201| 1,045[19,707| 19,042 665
8.... 24,011} 23,645 366/ 707 1328 26,100) 22,781 5,146 31,553| 768 529 337| 186 996/19,658] 18,982 676
15.... 3,720] 23,581 1391 580 1039 25,390| 22,781| 5,147| 31,207] 771 503| 306| 190| 994/19,348] 18,769 579
22........}23,315] 23,266 491 359 1, 23024 949! 22,782| 5,149} 30,878 781 511 275 227 992(19,216| 18,624 592
29..... 23 372] 23,335 37| 295 “‘oi9) 24,632 22,783| 5,151| 30,625 789 521 275 275 992[19,089} 18,509 580
Feb. S5........ 23,364] 23,321 43 189| 803|24,397| 22,783| 5,157| 30,581 7771 378 265 294] 1,046|18,997| 18,498 499
12..... ...J23,4221 23,292 130 286] 793]24,543| 22,784| 5,159| 30,675! 734 296] 284! 325! 1,118{19,054} 18,483| 571
19........ 23,373] 23,285 88| 361| 1,054]24,830| 22,785| 5,161| 30,642 685 501 3371 293| 1,195|19,122] 18,427, 695
26, ..000en 23 380] 23,380[....... 153 952|24,527| 22,714| 5,165| 30,542| 695 508/ 284 276| 1,193(18,909] 18,426] 483
Mar. S5........J23,256} 23,251 5 118]  892]24,309| 22,686 5,169 30,563] 701| 486, 270| 320] 1,151/18,674] 18,084} 590
. 43 34 131 816(24,456| 22,615 5,174| 30,641 712 479 273| 293| 1,148(18,699] 18,096/ 603
20{ 126| 973j24,638| 22,541| 5,178| 30,592] 804/ 257{ 257 368| 1,150/18,930] 18,332 598
34| 167| 983|24,742! 22,498 5,180( 30,524] 790| 580, 258 400 1,143{18,725] 18,037 688
Apr. 144| 776/24,586| 22,394| 5,184| 30,637| 724] 523] 277 368| 1,109(18,526] 17,830{ 696
90{  879]24,638| 22,294! 5,187] 30,744| 729| 479] 269 493| 1,106|18,300] 17,673 627
22| 199 829124,701{ 22,199| 5,192{ 30,733 731 457 319 381| 1,104|18,369] 17,754 615
8 112  990]24,854| 22,081| 5,193| 30,617 721 417| 242 376 1,102(18,654| 18,055 599
14| 125| 777J24,566| 22,024| 5,194 30,520| 732 601 235 397] 1,051|18,249] 17,654 595
May 7........123,799] 23,799i....... 118] 808}24,763| 21,967 5,197{ 30,659 738| 533| 287 386 1,049(18,276] 17,647 629
14........)23,931} 23,931{...... 123| 760j24,854] 21,886| 5,199 30,812| 741/ 470, 294] 386| 1,046/18,190] 17,528 662
21..... 23,876] 23,876/....... 104! 994{25,016| 21,779| 5,200| 30,822 732| 459 309 381 1,043(18,248] 17,545 703
28 ve..]24,053 ,053)... 119 780j24,994| 21,661| 5,201| 30,813 722| 437\ 276; 391| 1,023|18,194] 17,513 681
June 4..... ...24,194] 24,194|....... 135| 869]25,240| 21,594( 5,201} 30,989| 709! 411 238 484| 1,057(18,147]| 17,574| 573
11........]24,397] 24,391 6| 184 815]25, 1440 21,594| 5,203} 31,052 709| 424 267| 370 1,139(18,274] 17,687 587
18........]24,682| 24,581 101 175/ 1,036]25, 1939 21,540| 5,204| 31,070|] 698 459 331 359| 1,146(18,619} 17,984| 635
25........125,002 ,8 111 99 102426 170| 21,374} 5,204| 30,975 698] 440| 280; 229} 1,1 8,983] 18,314 669
July 2........[25,422] 25,419 3 97|  815)26,380| 21,349| 5,203| 31,163 687 446 268! 405| 1,105/18,859] 18,204} 655
9..... ...]25,456] 25,456}....... 143| 947 26 589| 21,306| 5,202| 31,385| 677f 489 265 377| 1,097{18,809] 18,051 758
16........ 25,262} 25,262(....... 115 97926 398 21,300( 5,202} 31,375 686 497/ 358 371{ 1,095|18,518] 17,949 569
23........125,157] 25,157)...... 85 1,045 26 328 21,280| 5,203| 31,217 692 465{ 293 340| 1,091/18,712] 17,924] 788
.. 108| 823 26,005 21,252| 5,206 31,086 697, 543| 300 333 1,041[18,462| 17,824] 638
Aug. 112|  828/26,212| 21,195} 5,207| 31,171 696 662 291 350 1,148(18,296} 17,738] 558
229  774{26,685| 21,154| 5,210| 31,291} 699 504/ 300{ 329| 1,166|18,760] 18,073] 687
216/ 1,008]26,665| 21,086] 5,210| 31,295| 696] 528 259/ 301} 1,233/18,648| 18,027| 621
271 857]26,417| 21,086) 5,211| 31,249) 688 486/ 234| 320| 1,212|18,526] 17,953 573
Sept. 461 792]26,638] 21,011} 5,211| 31,381 691 539| 305 324| 1,175|18,446] 17,8991 547
514 883)26,661) 21,012| 5,213| 31,433] 694 478 330{ 319 1,153{18,479} 17,873 606
563| 1,049]26,644| 20,939| 5,215| 31,393 694 304 397 282 1,156{18,572] 17,935 637
433| 1,203[26,558] 20,895| 5,216| 31,285| 683} 508 308 320 1,162|18, 17,811 593
Oct. 1. 401 904126,275| 20,866 5,219/ 31,217| €90| 448, 261 387f 1,123(18,234] 17,774| 460
8. 434)  911]26,519] 20,830| 5,219} 31,352| 691| 447| 299 343 1,119(18,318} 17,753| 565
15........]25,498} 25,353 145 472! 922126,925| 20,764| 5,220| 31,498 689 386 327 412( 1,121]18,475] 17,989 486
22..... ...§25,242] 25,242]....... 369| 1,401[27,046| 20,724] 5,220 31,435 681 464| 308/ 332 1,117(18,652 ,086] 566
29........]25,300] 25,300|...... 456| '977|26.767| 20,690| 5.221| 31,299 681 S12f 270 321] 1,080(18,515] 17,993] 522
No