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

Reserve System on Thursday, September 8, 1955. The Board met in the

Board Room at 9:30 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Vardaman
Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. Sherman, Assistant Secretary
Mr. Kenyon, Assistant Secretary
Mr. Riefler, Assistant to the Chairman
Mr. Vest, General Counsel
Mr. Koch, Assistant Director, Division

of Research and Statistics
Mr. Hackley, Assistant General Counsel
Mr. Cherry, Legislative Counsel
Mr. Molony, Special Assistant to the Board

The following matters, which had been circulated to the members

Of the Board, were presented for consideration and the action taken in

each instance was as indicated:

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

Appointment, effective upon the
date of assuming duties 

Name and title Division Basic annual salary

Manros A. Nickens, Administrative Services 2,690

Messenger

Salary increases  effective September 11, 1955 

Basic annual salary
Name and title Division From To

Office of the Secretary

Zoe Gratsias,
Minutes Clerk

3,585 3,670
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Salary increases effective September 11, 1955 (continued)

Basic annual salary
Name and title Division From To

Office of the Secretary

Hannah W. Nielsen,
Records Clerk

Gladys I. Trimble,
Records Clerk

Research and Statistics 

Edward R. Fry,
Economist

Josephine M. Spicer,
Administrative Clerk

Joan R. Winter,
Clerk

International Finance

Dorothy L. Helprin,
Economist

Examinations

Robert N. Westmoreland,
Assistant Federal
Reserve Examiner

Administrative Services

Alene D. Carroll,
Charwoman

Office of the Controller

F. Allison Kramer,
Accounting Clerk

*3,755

3,670

4,930

3,670

3,585

3,755

5,065

3,755

3,670

5,200 5,335

4,o8o

2,975 3,050

5,200 5,335

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



1553

9/8/55 -3-

Transfers

Jeanette E. Devlin, from the position of Records Clerk in the Office

of the Secretary to the position of Personnel Records Clerk in the Divi-

sion of Personnel Administration, with no change in her present basic sal-

ary of (4,3,925 per annum, effective as of the date on which she assumes her

new duties.

Dorothy D. Taylor, from the position of Clerk-Stenographer in the

Office of Defense Loans to the position of Clerk-Stenographer in the Divi-

sion of Administrative Services, with no change in her present basic sal-

ary of 413,500 per annum, effective September 11, 1955.

Leave of absence without pay

Katherine Black, Clerk, Division of Research and Statistics, for a

period of one month from the close of business on August 26, 1955.

Approved unanimously.

Letter to Mr. O'Keefe, Assistant Secretary, Federal Reserve Bank

of New York, reading as follows:

It is noted from your letter of August 22, 1955, that
the leave of absence without pay granted to Mr. Frank W.

Schiff, Economist in the Research Department, to enable

him to serve as Consultant to the FOA Mission to Indochina

has been extended to September 26, 1955, plus travel time,
to permit him to complete his assignment and to give the

successor organization to FOA additional time in which to

secure a replacement.

In the light of the circumstances, the Board of Gov-

ernors interposes no objection to the arrangement with re-

spect to Mr. Schiff as described in your letter.

Approved unanimously.

Letter for the signature of the Chairman to Mr. W. H. Vanderploeg,

President, Kellogg Company, Battle Creek, Michigan, reading as follows:

Your letter of August 17, 1955, to Mr. Young submit-
ting your resignation as a director of the Detroit Branch
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of the Federal Reserve Bank of Chicago has been brought

to the attention of the Board of Governors. The members

of the Board sincerely regret that you feel that such a

decision is necessary. In the circumstances, the Board

of Governors accepts your resignation, effective today,

and wishes you to know of its appreciation of your con-
tribution to the Federal Reserve System during your serv-
ice as a director.

The comments contained in your letter with respect
to your association with the Federal Reserve Bank of
Chicago and the Detroit Branch are most gratifying, and
the Board hopes that you will retain an active interest
in the System and its problems.

Approved unanimously, to-
gether with the following letter
to Mr. Young, President, Federal
Reserve Bank of Chicago:

Thank you for your letter of August 22, 1955, en-
closing the resignation of Mr. W. H. Vanderploeg as a
director of the Detroit Branch. The Board sincerely re-
grets that Mr. Vanderploeg feels that this decision is
necessary. Enclosed is a copy of the Board's letter to
Mr. Vanderploeg accepting his resignation as of today.

It is noted from your letter that your Board of Di-
rectors was to be a/Wised of Mr. Vanderploeg's resigna-
tion at the meeting on August 25, and the Board of Gov-
ernors will be pleased to receive the names of any per-

sons suggested by the members of the Board for considera-
tion as a successor to Mr. Vanderploeg.

Letter to the Board of Directors, The First National Bank of South-

ampton, Southampton, New York, reading as follows:

The Board of Governors of the Federal Reserve System

has given consideration to your supplemental application

for fiduciary powers, and, in addition to the authority

heretofore granted to act as trustee, executor, adminis-

trator, registrar of stocks and bonds, guardian of estates,
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assignee, receiver and committee of estates of lunatics,

grants you authority to act, when not in contravention of

State or local law, in any other fiduciary capacity in

which State banks, trust companies, or other corporations

which come into competition with national banks are permit-

ted to act under the laws of the State of New York. The
exercise of all such powers shall be subject to the provi-
sions of the Federal Reserve Act and the regulations of the
Board of Governors of the Federal Reserve System.

A formal certificate indicating the fiduciary powers
which The First National Bank of Southampton is now author-
ized to exercise will be forwarded to you in due course.

Approved unanimously, for
transmittal through the Federal
Reserve Bank of New York.

Letter to Mr. Jesse W. Tapp, Chairman, Board of Directors, Bank
of America, New York, New York, reading as follows:

There are enclosed two copies of the report of examina-
tion of the Duesseldorf Branch of Bank of America, made as
of the close of business April 2, 1955, by examiners for the
Board of Governors of the Federal Reserve System. The second
copy of the report is for the information and files of Manager
H. P. Von der Porten of the Duesseldorf Branch.

After the report has been presented to your directors for
their consideration, please advise the Board of Governors re-
garding the actions taken or contemplated with respect to the
comments, recommendations, and suggestions of the examiner,
particularly as set forth on pages 7-9. Any comments you may
care to make with regard to the operations of the Duesseldorf
Branch as disclosed by the report of examination will also be

appreciated.

Approved unanimously, with
the understanding that copies of
the letter and of the report of
examination would be sent to the
Federal Reserve Banks of New York
and San Francisco.
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Letter to Mr. Peterson, Vice President, Federal Reserve Bank of
St. Louis, reading as follows:

Reference is made to your letter of August 23, 1955,
submitting with a favorable recommendation a request of

the North St. Louis Trust Company, St. Louis, Missouri,
for permission under section 24A of the Federal Reserve
Act to invest not exceeding *225,000 for the purpose of
enlarging and remodeling its present banking premises, in-
cluding the cost of certain equipment and fixtures.

The Board has given consideration to the asset condi-
tion, management, earnings, capital structure, and physical
needs of the North St. Louis Trust Company and approves the
investment of not to exceed 41225,000 for the proposed program.
It is understood the trust company intends to increase its
annual rate of depreciation when the work is completed. Please

advise the trust company accordingly.

Approved unanimously.

Letter to Mr. Millard, Vice President, Federal Reserve Bank of San

Francisco, reading as follows:

In view of the circumstances outlined in your letter of
August 24, 1955, and the Reserve Bank's favorable recommenda-
tion, the Board of Governors extends until March 8, 1956, the
time within which the Farmers & Merchants Bank of Lodi, Cali-
fornia, may establish a branch in a shopping center known as
Parkway Estates, located in an unincorporated area of Sacra-
mento County, California, in the vicinity of Florin Road and
Franklin Boulevard.

Approved unanimously.

Letter to the Presidents of all Federal Reserve Banks reading as

follows:

A rapidly expanding volume of employee benefit trusts

for which State member banks have undertaken administrative

responsibility in varying degree, makes necessary a revision

in the content of the trust department examination report re-
lating to such activities. The newly adopted supplemental

report page (T-12), a sample of which is enclosed, has been
designed to reflect tli?, type and volume of employee benefit
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trust business in a more comprehensive and uniform manner

than heretofore, and to provide a classification of such

business on the basis of general administrative responsibil-

ity assumed by a trustee institution. A further desirable

purpose to be served by the new report page is to give broad

guidance to the examiner with regard to the scope of his re-

view of administrative performance under fiduciary and agency

appointments of the subject kind. It is requested that this

supplemental report page be put into use immediately in the

examination of trust departments of State member banks; a
supply of the form is being sent you under separate cover.

Similar to the trust department examination report pages

dealing with common trust funds, the new supplemental report
page is intended for use in every case where employee benefit

trusts are under administration by a bank in its capacity as
trustee or are in its custody as agent. In such cases, the

existing question in the trust examination report form rela-

tive to this topic (item 13, page T-6) will be answered by

including a reference notation to the newly adopted report
page.

In adapting this new report page to its intended purposes,

the following suggestions may be helpful to your examiners:

The predominant characteristic of an employee benefit
trust -- as to its objective rather than the source of

its funds -- will govern its classification by type.
Include "mixed purpose" funds in "Other" only when the
predominant objective is indeterminate.

It will be noted thatcmly the number of trusts and
agencies is requested with respect to fully insured em-
ployee benefit trusts. Combination plans -- insured
and funded -- should be included in the main body of
the schedule, with insurance policies shown in the
dollar amount of assets at nominal figures of O. per
policy.

Assets of employee benefit trusts held by a bank as

trustee should be shown in the schedule at top of page

T-12 at market values and should include aggregates of

uninvested principal and income cash. Market values

should not be computed as of the examination date; the

most recent valuations of assets as prepared by the

trust institution are acceptable for purposes of the re-
port.
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Where the bank is acting under an appointment as
trustee, the assets of "consent" trusts and co-fidu-
ciary appointments, if any, should be included in the
column headed "With Investment Responsibility.

Limited investment authority trusts should also be in-
cluded in the column "With Investment Responsibility"
if the bank as trustee has full discretion within the
instrument limitations imposed.

Trusts included in the column headed "Investments Di-
rected by Settlor" should be confined to those where
the bank as trustee has no discretionary investment
authority.

If the settlor has reserved the right to direct the
trustee as to a portion of the trust or as to specific
assets (i.e., stock of the employer corporation), such
trust should be included, nevertheless, in the column
"With Investment Responsibility."

It is expected that the information which is developed by
the examiner in responding to topic 6, trusts for the benefit
of employees of the trustee bank, will be fully informative,
particularly with regard to investments representing possible
conflicts of interest or which appear to represent undue con-
centrations of funds. Special attention also should be given
in describing the arrangements by which administrative responsi-
bility for such trusts is controlled.

Approved unanimously, with
the understanding that the letter
would be sent when the forms were
printed.

There were presented requests from Messrs. Sloan, Director, and

Masters and Benner, Assistant Directors, Division of Examinations, for au-

thority to travel to Chicago, Illinois, during the period September 21-24,

1955, to attend the annual convention of the National Association of Super-

visors of state Banks and to hold the usual meeting of Federal Reserve Bank

representatives attending the convention.

Approved unanimously.
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The following following draft of letter to Mr. Thompson, First Vice Presi-

dent, Federal Reserve Bank of Cleveland, had been circulated to the mem-

bers of the Board prior to this meeting and was presented for considera-

tion:

Your letter of August 18 advises that the Board of Di-
rectors has approved the installation of automatic elevators
of modern design at the Cincinnati Branch and has authorized
the officers to obtain firm bids for the installation.

It is noted that the tentative estimate given by the
elevator companies ranged from3353,000 to 41400,000, and that
you estimate that the total cost involved should not exceed
$450,000.

The Board appreciates your advice of the contemplated
change and will be prepared to consider the proposal when
definite figures are available.

Approved unanimously.

Reference was made to a memorandum dated September 2, 1955, from

Mr. Young, Director, Division of Research and Statistics, suggesting pub-

lication in the September issue of the Federal Reserve Bulletin of the re-

cent correspondence with Representative Patman concerning (1) short selling

in the Government securities market and (2) the Federal funds market. The

memorandum, copies of which had been sent to the members of the Board,

stated that the communications would appear to be of interest to the fi-

nancial community and to financial specialists and banking students generally.

Names would be omitted and there would be some other minor changes appro-

priate to Bulletin publication.
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Mr. Molony said it was understood that Representative Patman had

permitted members of the press to see the letter on short selling in the

Government securities market, that articles based on the letter had ap-

peared in the press, that there were indications of general interest in

the topic, and that publication of this letter in the Bulletin, along with

the letter on the Federal funds market, would have precedent in the fact

that at one time the Bulletin contained a section devoted to correspondence

thought to have substantial general interest.

The proposal was discussed in terms of the value to be obtained

from publication of the two letters, the matter of timing, the interpreta-

tion which might be placed on publication of the letters, and the question

whether release of the letters through other channels might be more appro-

priate.

Chairman Martin presented for consideration the suggestion that in

lieu of publishing the letters the staff prepare an article or articles for

the Bulletin dealing with various phases of operations in the Government

securities market. He suggested that some of the material contained in the

report submitted by the ad hoc subcommittee of the Federal Open Market Com-

mittee in 1952 might be appropriate for use in that connection. He recog-

nized that a treatment of the Government securities market as a whole in as

detailed a fashion as the treatment of short selling in the letter to Rep-

resentative Patman might require a series of articles or a booklet.
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Governor Vardaman said that he had a conversation with Representa-

tive Patman recently during which he told Mr. Patman that short selling

was a necessary function in any free market in Government securities or

in any other free market. While he felt that the Board's letter on short

selling was "foolproof", he questioned the advisability of publishing it

in the Bulletin from the standpoint of timing and also from the standpoint

of whether it would be read by persons such as the members of the Congres-

sional Banking and Currency Committees who, he felt, would find it helpful

to peruse the letter.

Chairman Martin commented that copies of the letter on short sell-

ing had been sent to the Chairmen and Presidents of all Federal Reserve

Banks and to the members of the Federal Advisory Council, and that a num-

ber of the Reserve Bank Chairmen had requested copies for all of their di-

rectors.

At the conclusion of further discussion, it was agreed not to pub-

lish the two letters in the September issue of the Federal Reserve Bulletin.

No decision was reached with regard to publication at a later date or with

regard to the preparation of more generalized material concerning the Gov-

ernment securities market, but it was understood that the Board would give

additional thought to various methods of providing appropriate information

to the public.

At this point Mr. Johnson, Controller, and Director, Division of

Personnel Administration, entered the room.
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There had been sent to the members of the Board copies of a draft

of reply to an inquiry from Representative Multer, of New York, concerning

positions in the Federal Government understood to be held by former officers

and employees of the Federal Reserve Banks and the Board who have retired

on pensions. Representative Multer suggested in his letter that the drawing

of Federal compensation by such persons might be in violation of law.

Just prior to this meeting copies of a revised draft of letter to

Mr. Multer were sent to the members of the Board and the revised draft

formed the basis for discussion at this meeting.

At the Board's request, Mr. Vest made a statement in which he brought

out that while the Board's staff was aware of a few cases where pensioned

officers or employees of the Federal Reserve Banks or the Board now held

positions with the Federal Government, no official record of such cases was

available to the Board. He then discussed the provisions of the Civil Serv-

ice Retirement Act which prohibit any person receiving an annuity under that

Act from being appointed to any position in the Federal Government except

in certain limited circumstances. The Board's staff, he said, was not aware

that any former officer or employee of the Board who was an annuitant under

the Civil Service Retirement Act was holding a Federal Government position,

and in any event such a case presumably would come to the attention of the

Civil Service Commission's retirement office in due course.

Mr. Vest also referred to certain provisions of the law which for-

bid the payment of appropriated monies to a person receiving more than one

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



15

9/8/55 -13-

salary in excess of a certain amount and which forbid an officer in the

public service from receiving extra allowances in the absence of an appro-

priation therefor. He said that these provisions were understood not to

be applicable where one of the salary payments involved was not made from

appropriated funds.

The form of reply which might be made to Representative Multer

was discussed at some length and several suggestions were made for changes

in the draft. The discussion related principally to the legal aspects of

the matter and the fact that information concerning positions held by

former officers and employees of the Board and the Reserve Banks receiving

allowances under the Federal Reserve Retirement System apparently could be

obtained only by canvassing all persons receiving such allowances.

At the conclusion of the discussion, it was understood that a re-

vised draft of reply incorporating views expressed at this meeting would

be prepared for consideration at the meeting of the Board tomorrow.

Chairman Martin reported that during a recent conversation Represent-

ative Spence, Chairman of the House Banking and Currency Committee, requested

on behalf of the Committee a report by the Board on Bill H. R. 569, provid-

ing for a twelve-man Board of Governors and the transfer of functions of the

Federal Open Market Committee to the Board of Governors. It was Representa-

tive Spence's expectation, he said, that the bill would be taken up at the

next session of the Congress. He went on to say that in a subsequent con-

versation Mr. Spence stated that if a report was made any time before the
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next session session of Congress convened, that would be agreeable to him. Chair-

man Martin also said that he had asked Mr. Cherry to work with other mem-

bers of the staff in drafting a report on the bill for the Board's consid-

eration.

Governor Vardaman commented that it would be helpful if the staff

would refer to the Congressional debates concerning the Banking Act of

1935 and prepare pertinent material based thereon for the Board's consid-

eration in connection with the report to be made on H. R. 569.

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

Reserve System on September 7, 1955, were approved unanimously.

The meeting then adjourned.

Secretary's Note: Pursuant to
the action taken by the Board
on August 29, 1955, the follow-
ing telegrams were sent today:

To Mr. Sproul, President, Federal Reserve Bank of New York

Reurtel today. Board approves effective September 9,
1955, rates of 2-1/4 per cent on discounts for and advances
to member banks under Sections 13 and 13a, 2-3/4 per cent
on advances to member banks under Section 10(b), and 3-1/4
per cent on advances to individuals, partnerships, or cor-
porations other than member banks under last paragraph of
Section 13. Board also approves establishment of rates
from 3-1/2 to 5-1/2 per cent on advances under Section 13b
direct to industrial or commercial businesses, including
advances made in participation with financing institutions.
Otherwise, Board approves establishment by your Bank, with-
out change, of rates of discount and purchase in Bank's

existing schedule. Board's announcement on change in dis-
count rate is being given to press at 3:30 p.m. 1ST today
for immediate release.
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To Mr. Leach, President, Federal Reserve Bank of Richmond

Reurtel today. Board approves effective September 9,
1955, rates of 2-1/4 per cent on discounts for and advances
to member banks under Sections 13 and 13a, and 2-3/4 per cent
on advances to member banks under Section 10(b). Otherwise,
Board approves establishment by your Bank, without change,
of rates of discount and purchase in Bank's existing schedule.
Board's announcement on change in discount rate is being given
to press at 3:30 p.m. EDST today for immediate release.

To Mr. Dawes, Vice President, Federal Reserve Bank of Chicago

Reurtel today. Board approves effective September 9,
1955, rates of 2-1/4 per cent on discounts for and advances
to member banks under Sections 13 and 13a, and 2-3/4 per
cent on advances to member banks under Section 10(b). Other-
wise, Board approves establishment by your Bank, without
change, of rates of discount and purchase in Bank's existing
schedule. Board's announcement on change in discount rate is
being given to press at 3:30 p.m. EDST today for immediate re-
lease.

To Mr. Hall, Chairman, Federal Reserve Bank of Kansas City

Reurtel today. Board approves effective September 9,
1955, rates of 2-1/4 per cent on discounts for and advances
to member banks under Sections 13 and 13a, 2-3/4 per cent
on advances to member banks under Section 10(b), and 3-1/2
per cent on advances to individuals, partnerships, or cor-
porations other than member banks under last paragraph of
Section 13. Otherwise, Board approves establishment by your
Bank, without change, of rates of discount and purchase in
Bank's existing schedule. Board's announcement on change in
discount rate is being given to press at 3:30 p.m. EDST today
for immediate release.

To Mr. Irons, President, Federal Reserve Bank of Dallas

Reurtel today. Board approves effective September 9,
1955, rates of 2-1/4 per cent on discounts for and advances
to member banks under Sections 13 and 13a, and 2-3/4 per cent
on advances to member banks under Section 10(b). Otherwise,
Board approves establishment by your Bank, without change, of
rates of discount and purchase in Bank's existing schedule.
Board's announcement on change in discount rate is being given
to press at 3:30 p.m. EDST today for immediate release.
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To Mr. Millard Vice President  Federal Reserve Bank of San Francisco 

Reurtel September 7. Board approves effective Septem-
ber 9, 1955, rates of 2-1/4 per cent on discounts for and
advances to member banks under Sections 13 and 13a, 2-3/4
per cent on advances to member banks under Section 10(b),
and 3-1/4 per cent on advances to individuals, partnerships,
or corporations other than member banks under last para-
graph of Section 13. Otherwise, Board approves establish-
ment by your Bank, without change, of rates of discount and
purchase in Bank's existing schedule. Board's announcement
on change in discount rate is being handed to press at 3:30
p.m. i!.DST today for immediate release.

Assistént ecretary
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