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Minutes of the Board of Governors of the Federal Reserve System

on Wednesday, April 2, 1958. The Board met in the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman

Mr. Balderston, Vice Chairman

Mr. Szymczak
Mr. Vardaman
Mr. Mills
Mr, Robertson
Mr. Shepardson

Mr. Carpenter, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Riefler, Assistant to the Chairman

Mr. Thomas, Economic Adviser to the Board

Mr. Leonard, Director, Division of Bank Operations

Mr. Young, Director, Division of Research and

Statistics
Mr. Hackley, General Counsel

Mr. Noyes, Adviser, Division of Research and

Statistics

Mr. Solomon, Assistant General Counsel

Mr. Nelson, Assistant Director, Division of

Examinations

Mr. Brill, Chief, Capital Markets Section, Division

of Research and Statistics

Mr. Wood, Economist, Division of Research and

Statistics
Mr. Young, Assistant Counsel

Report on S. 2791, S. 3399, and S. 3548 (Item No. 1). On

December 10, 1957, the Board transmitted to the Bureau of the Budget a

proposed report to the Senate Banking and Currency Committee on S. 2791,

a bill which would create a Home Loan Guarantee Corporation, and on

February 12, 1958, the Board responded to the Budget Bureau's request

for comment on a proposed bill known as the "Housing Act of 1958". The

proposed bill was thereafter introduced as S. 3399, except that the bill

as introduced did not include reference to the plan of mortgage coin-

surance which was the subject of S. 2791.
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The Board had now received requests from the Senate Banking

and Currency Committee for reports on S. 2791 and S. 3399, along with

S. 3548, a bill which would make an additional $500 million available

immediately for urban renewal projects. One section of S. 3399 would

also make funds available for such purpose, but over a period of years.

There had been distributed to the members of the Board copies of a

memorandum from Mr* Young dated March 31, 1958, submitting a draft of

suggested letter to the Chairman of the Banking and Currency Committee

with regard to the three bills. The comments with respect to S. 2791

and S. 3399 would be similar to those in the aforementioned letters

which were previously approved by the Board.

Certain changes of an editorial nature had been suggested to

Mr. Wood by Governor Mills prior to this meeting and other changes of

a similar nature were agreed upon at this meeting. However, the principal

discussion related to comments by Governor Balderston which had applica-

bility to the broad field of recent housing legislation and current

legislative proposals in that area as much as to the three bills now

before the Board for comment. Governor Balderston stated that the

impact of such legislation, coming at a time when the construction

industry already was operating relatively close to capacity, would

press upon the resources of that and related industries, which might

set the stage for a further increase in housing costs. Taken as a

whole, he said, such legislation represented aid to the "strong man of
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the family rather than the weak ones" in terms of the present economic

situation and might result in great harm being done.

There was general agreement with Governor Balderston's comments.

Question was raised, however, whether the proposed letter now under

consideration by the Board represented an appropriate vehicle for the

expression of views of this kind. Attention then was called to the fact

that the letter, as drafted, would express the opinion that all programs

for insurance of home mortgages should be lodged with the Federal Housing

Administration rather than with a potentially competitive agency, and

also, with respect to S. 3399, that the Board questioned whether basic

statutes in the housing field need be drawn in such specific terms as to

necessitate frequent amendment in the light of accumulated experience or

changed economic conditions. This portion of the letter would suggest

that more general legislation, flexibly aaministered, might be more

effective. A suggestion was made for possible expansion of the letter

at that point, but there was a division of opinion within the Board

concerning the appropriateness of the proposed insertion and it was

agreed to allow the letter to stand as drafted.

Accordingly, unanimous approval was given to a letter to the

Chairman of the Senate Banking and Currency Committee in the form at-

tached as Item No. 1, with the understanding that a copy would be seat

to the Bureau of the Budget.

Messrs. Riefler and Wood then withdrew from the meeting and Mr.

Koch, Associate Adviser, Division of Research and Statistics, entered

the room.
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Report on on H.R. 11576 (Item No. 2). The Board had been requested

by the Bureau of the Budget to comment on H.R. 11576, introduced by Repre-

sentative Talle, which would amend the Small Business Act so as to provide

financial assistance to small business concerns through private (local)

or State development credit corporations, establish small business in-

vestment associations, and make equity-type capital available through

funds provided by the Small Business Administration. The program would

be financed by an increase of $250 million in the revolving fund of the

Small Business Administration.

With a memorandum from Mr. Ralph Young dated April 1, 19580 there

had been distributed to the members of the Board a memorandum from Mr.

Brill summarizing the provisions of H.R. 11576 and a draft of suggested

letter to the Budget Bureau.

Since the general reaction to the approach taken in the proposed

letter was unanimously favorable, the suggestions for changes were es-

sentially of a technical and editorial nature and the discussion of the

proposed legislation was devoted principally to clarification of certain

provisions of the bill and the reasons for the position taken with respect

to them in the letter. It was agreed that there should be added to the

letter an expression of concurrence in the provisions of H.R. 11576 which

would repeal section 13b of the Federal Reserve Act and return to the

Treasury the funds paid to the Reserve Banks under that section.

At the conclusion of the discussion, unanimous approval was given

to a letter to the Bureau of the Budget in the form attached as Item No. 2. 
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Messrs. Leonard., Leonard, Koch, Brill, and Walter Young then withdrew

from the meeting.

Invitation to testify before Senate Subcommittee on Antitrust 

and Monopoly. Chairman Martin summarized for Governor Robertson the

discussion at the meeting of the Board yesterday regarding an informal

invitation from the Subcommittee on Antitrust and Monopoly of the Senate

Judiciary Committee for a representative of the Board to testify before

that Subcommittee, on a date to be set, concerning proposed amendments

to section 7 of the Clayton Act. He said it appeared to have been the

sense of the meeting that, at least in the first instance, the submission

of a statement would be preferable to testimony.

Governor Robertson concurred, with the understanding that the

Board would, of course, stand ready to testify if the Subcommittee

should express such a desire after receipt of the statement.

With reference to the comment at yesterday's meeting about the

Procedure which might be followed by the Comptroller of the Currency

and the Chairman of the Federal Deposit Insurance Corporation, Mr. Hackley

said he understood that the former intended to testify as an indication

of continued interest in the proposed legislation but that the latter,

while he would accompany the Comptroller, intended to submit a statement.

Thereupon, it was agreed unanimously to proceed in the manner

outlined by Chairman Martin and Governor Robertson.

Items circulated to the Board. The following items, which had

been circulated to the members of the Board and copies of which are
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attached to these minutes under the respective item numbers indicated,

were approved unanimously:

Letter to Bank of America, New York, New York,
granting permission for the establishment of four
branches in Italy by Banca d' America e d' Italia,
Milan, Italy. (For transmittal through the Federal
Reserve Bank of New York)

Letter to the Mountain Trust Bank, Roanoke, Virginia,
approving the establishment of a branch at 2203 Crystal
Springs Avenue. (For transmittal through the Federal
Reserve Bank of Richmond)

Item No.

3

14.

Letter to Citizens Bank, Carthage, Tennessee, waiving 5
the requirement of six months' notice of withdrawal from
membership in the Federal Reserve System. (For trans-
mittal through the Federal Reserve Bank of Atlanta)

Opening of Houston Branch building. There was unanimous agree-

with a suggestion by Chairman Martin that a favorable response be

made to a letter from President Irons of the Federal Reserve Bank of

Dallas asking whether arrangements could be made for Mr. Leonard,

Director of the Division of Bank Operations, to attend a joint directors'

meeting to be held at the new Houston Branch building on April 10: 1958.

Reserve requirement legislation (Items 6, 7; and 8). Chairman

Martin said that he and Mr. Young were to see Senator Fulbright, Chairman

of the Senate Banking and Currency Committee, later this morning for

the purpose of handing to Mr. Fulbright a copy of parts 1 and 2 of the

Board's study of small business financing and that he would like to leave

With Mr. Fulbright also a copy of the proposed bill on member bank reserve
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requirements in the form approved by the Board on March 18, 1958. The

Chairman noted that interest on the Hill in reserve requirements had

been stirred by the recent action of the House Banking and Currency

Committee, at the instance of Congressman Multer, in adding to the

proposed Financial Institutions Act provisions which would eliminate

the central reserve city classification. He went on to say that in

the period since the Board reached its decision he had met with members

of the staff of the American Bankers Association and the members of the

Association's Committee on Legal Reserve Requirements, and that there

was not a dissenting voice in the group with respect to the Board's

proposed bill. The top group of the Reserve City Bankers Association,

he said, was to take up the matter at its meeting on April 22. In

addition, he had talked with the Reserve Bank Presidents at their meeting

held following the meeting of the Federal Open Market Committee on March

25 to bring them up to date on developments. It was his suggestion that

copies of the proposed bill be sent to the Presidents and to the members

of the Federal Advisory Council.

There was unanimous agreement with this suggestion and it was

understood that there would likewise be sent to the Presidents and the

Council members copies of the document prepared by the Legal Division

Showing the textual changes which would be made in section 19 of the

Federal Reserve Act by the proposal. Copies of the letters sent pur-

suant to this action are attached as Items 6 and 7.
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In response to a question by Governor Robertson, Chairman Martin

said that he did not intend to hand to Senator Fulbright today anything

except the proposed bill. However, he would say to the Senator (and also

to Chairman Spence of the House Banking and Currency Committee, with whom

he had an appointment this afternoon) that the Board would be prepared to

sUbmit a full statement with respect to the proposed legislation at such

time as it was desired.

Mr. Thomas stated that a memorandum of this kind was nearing

completion.

Secretary's Note: Attached hereto as Item No. 8 is
a copy of a letter concerning the small business

financing study which Chairman Martin handed today

to Senator Fulbright. He handed a similar letter to

Congressman Spence and other similar letters were

sent by messenger to Chairman Sparkman of the Senate

Select Committee on Small Business, Congressman Patman,

Chairman of the Joint Economic Committee, and Chairman

Clark of the Subcommittee on Smnil Business of the

Senate Banking and Currency Committee.

The meeting then adjourned.

Secretary's Note: Pursuant to the recommendation

contained in a memorandum dated March 1, 1958, from

Mr. Carpenter, Secretary of the Board, Governor Shepard-

son today approved on behalf of the Board the transfer

of Mary Jane Haymaker from the position of Clerk-

Stenographer in the Division of Personnel Administration

to the position of Clerk in the Office of the Secretary,

with an increase in her basic salary f $3,670 to

$3,805 per annum, effective April 20y

cretary
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

The Honorable J. W. Fulbright,
Chairman,
Committee on Banking and Currency,
United States Senate,
Washington 25, D. C.

Item No. 1
4/2/58

OFFICE OF THE CHAIRMAN

April 2, 1958.

Dear Senator FUlbright:

This is in reply to your requests of August 16, 1957 and
March 7 and March 25, 1958 for the Board's views on the bills
S.2791, S.3399 and S.35h8, now before the Committee on Banking and
Currency.

S.2791 would create a Home Loan Guarantee Corporation
with authority to guarantee, within certain limits, first mort-
gages on homes designed for single family occupancy. S.3399,
cited as the "Housing Act of 1958", would amend the National Hous-
ing Act, The United States Housing Act of 1937, and the Housing
Acts of 19119, 1950, and 195h in various particulars. S.35118,
Which is similar to section 302(d) of S.33991 would amend the
Housing Act of 1949 by increasing the amount of funds available
for urban renewal projects under Title I of the Housing Act of
1949.

Concerning 5.2791, we believe that the public interest
will be better served if the Federal Government has only a single
program of insurance of home mortgages--not several programs. To
avoid the kind of policy conflicts that are inherent in the dupli-
cation of administering bodies operating in the same field, we
think that all programs for insurance of home mortgages should be
lodged with the Federal Housing Administration rather than with a
potentially competitive agency.

The fact that, under the proposed program, only the top
20 per cent of a mortgage is insured rather than the full mortgage,
as in the case of the present FHA programs, would not necessarily
mean an appreciably smaller risk exposure to the insurer. The ex-
tent of exposure undoubtedly depends strongly on cyclical experi-
ence, and in a major reversal such as we went through in the 1930's
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both the number of loans in default and the amount of loss on each
defaulted loan might be large. SI-ort of a disaster of this sort,
however, the bulk of defaul.ed loans Di likely to show losses of
less than 20 per cent. In other words, except in a very bad sit-
uation, there should be little difference in risk between the two
programs, hence little difference between the premiums required to
make them self-sustaining. Of course, if the standards for accept-
ance of risks were markedly lower under the proposed program, the
premiums required for successful operation would be correspondingly
higher.

Another aspect of this comparison should be noted. The
co-insurancc element of the proposed program would increasingly
limit the Government's liability as the severity of trouble in-
creased. Sound public policy requires the reverse. A day to day
reminder to lenders, by way of a co-insurance feature, that un-
sound lending is costly is likely to have a good effect on lending
Practices, and thus minimize the chances of serious trouble. At
the same time, however, if serious trouble should come despite the
use of sound lending practices, complete insurance would be much
more helpful than partial insurance in aiding recovery and confining
the extent of the trouble to manageable limits.

The bill as drafted raises other questions, also. Contrary
to the Federal policy of some years' standing, the Home Loan Guarantee
Corporation would be authorized to borrow by issuing obligaticns with
exemptions from Federal, State and local taxes. The Board believes
that as a matter of public policy tax exemption favoring particular
types of obligations is undesirable. It appears also that the
guarantee issued by the Corporation would be available only to
mortgagees that had been examined and audited by the Corporation; it
should be realized that many financial institutions prominent in
mortgage financing that are already subject to examination by super-
visory authorities, such as national banks and insurance companies,
would be reluctant to submit to such additional examinations. While
there is much to be said for re-emphasizing the principle of co-
insurance in Federal mortgage programs the Board feels that many of
the specific provisions of S.2791 are undesirable.

On the great majority of the provisions of 5.3399, which are
technical amendments to existing law, the Board has no specific comment
to make, except perhaps to question whether such matters are properly
the subject of specific legislation. The frequency with which these
laws must be amended gives rise to the question whether more general
legislation, flexibly administered, might not be much more effective.
As it is, every accretion of experience or change in economic conditions
seems to require changes in basic statutes.
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The proposed amendments to the National Housing Act are a
case in point. It would seem reasonable that the Commissioner should
exercise the judgment required to make a less detailed statute effec-
tive. In the case of the price to be paid by the Federal National
Mortgage Association for mortgages under the Special Assistance Program,
the proposal now is to restore to the Association discretion that was
removed only last year. The Board would favor giving the FHA
Commissioner general authority to accept for insurance mortgages meeting
broad standards of eligibility, and to exercise such administrative dis-
cretion within those limits as is necessary to meet changing market
conditions.

The Board favors repeal of section 605 of the Housing Act of
1957 (directing the Federal Housing Commissioner and the Administrator
of Veterans, Affairs to fix reasonable limits on charges, fees, and
discounts in connection with insured and guaranteed mortgages). This
repeal is provided for in section 113 of S.3399, and was passed by the
Congress as section 6 of S.318.

S.3918 would increase the amount of funds available under the
11c:using Act of 1919,  for urban renewal projects by .500 million immedi-
ately. Section 302(d) of S.3399 would make available 000 million on
July 1, 1958, 250 million on July 1 of 1959 and 1960, and ,:200 million
on July 1 of 1961, 1962, and 1963. The Board believes that in the
Present circumstances encouragement of urban renewal activities is
desirable. S.35b8, since it makes funds available immediately, may be
Preferable to the corresponding provision of S.3399.

Sincerely yours,

(Signed) IgnoL. McC. Martin, Jr.

Wm. Mc C. Martin, Jr.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mr. Phillip S. Hughes,
Acting Assistant Director for
Legislative Reference,

Bureau of the Budget,
Executive Office of the President,
Washington 25, D. C.

Dear Mr. Hughes:

Item No. 2
4/2/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

April 2, 1958.

In accordance with your request, the Board of Governors
is submitting this report on H.R.11576, a bill to provide financial
assistance to small business concerns.

The Federal Reserve study of small business financing
Problems is not as yet completed, but enough evidence has been
amassed to suggest that there is room for some Governmental program
to help foster the flow of private venture capital to small busi-
ness. The record also indicates that long-term financing of small
business is high-cost, high-risk financing, and that attempts to
date to make such financing available through both public and
Private facilities have not generally been profitable.

In light of these findings, it would appear that additions
to the Small Business Administration's authority along the lines
proposed in h.R.1157 6 might contribute constructively toward filling
a gap in our financial structure. The legislative draft embodies
a number of desirable features, such as: a policy directive
oriented toward maximizing private participation in investment
f-Lnancing of small business; use of existing Governmental facilities
already engaged in meeting their financing problems; a distinction
between financing assistance to State and local development credit
corporations from assistance in establishing new private investment
facilities; and a recognition of the need for incentives to attract
Private participation in new financing facilities.
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There are, however, some provisions of the bill which might
make it difficult to achieve the stated purpose of providing "an
additional source of equity capital....in such manner as to insure
the maximum participation of private financing sources." The b111 
as presently drawn would place the proposed small business invest-
ment associations under some handicaps. For example, their invest-
ment activities, which necessarily would be limited to the high-risk
area, would be handicapped by the provisions that preclude extension
of long-term credit if such financial assistance were otherwise
available from private sources on reasonable terms. Similar limita-
tions are placed on development credit corporations in connection
With the proposed secured loans program (Title III).

"While such limitations might be appropriate for lending
programs underwritten entirely by Governmental bodies, it is in-
appropriate in a program in which emphasis is placed on attracting
private capital to investment in small business. The small busi-
ness investment associations contemplated under Titles V and VI of
the bill should be free to compete aggressively with other lending
institutions and to develop loan portfolios of varied risks, if
their earnings records are to become such as to attract investors.
This restriction could prove especially onerous, if after engaging
In costly preparatory work of investigating and appraising invest-
ment opportunities, the potentially profitable but heretofore over-
looked opportunity might be lost to other private investors because
they then come forward with a competitive offer to make the invest-
ment. The proposed investment associations could hardly be expected
to operate profitably under such handicaps.

The bill also imposes restrictions against lending activ-
ities which might cause relocation of industries, when such relocation
effects a "significant" reduction in employment in any other area
of the United States. To maximize participation by private capital,
particularly in the small business investment associations, such
limitations should be removed. Nhile perhaps appropriate to a
Program of social investment, they could work to create administrative
difficulties and increase the operating costs of private investment
associations. The individual small business investments made by
such associations would be limited in amount by the bill, and could
ha di,r--Ly have significant relocation effects. Purthermore, one of the
alms of the legislation should be to enhance the interregional mobil-
ity of private capital, to the benefit of small business financing
nationally.
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Another deterrent to successful operation of the invest-
ment associations is the proposed restriction on total holdings of
stock by an association. The bill would limit such holdings by any
association to an amount equal to tae association's paid-in capital
and surplus. Such limitation appears unnecessarily restrictive.
These associations should be free to realize gains on successful
ventures, or to adjust the financial burden on less successful
borrowers, by converting debentures into equity capital without
any limitation other than the restriction on total funds that
might be advanced to any one borrower.

A maximum interest rate of 6 per cent is proposed on all
loans by the SBA to development credit corporations and small busi-
ness investment associations. Experience with legislative interest
rate limitation3 bas not been encouraging, and have often operated
to limit the availability of funds for the purposes intended. More-
over, the rate limitation would be construed as applying to loans
to small businesses by development corporations and investment
associations. Any such limitation would be a major obstacle to
Participation by private venture capital, for even secured term
loans to small businesses of "bankable" credit status carry interest
rates averaging close to 6 per cent. The bill would be strengthened
by leaving determination of appropriate rates on SBA lending and
on investments made by development corporations and investment
associations a matter of discretion of the Loan Policy Board of
the SBA, to be approached experimentally in the light of circum-
stances and experience.

In addition to removing from h.R.11576 these obstacles
in the path of attracting private investment support of the program,
it should be strengthened to provide more adequate safeguards to
protect the Government's interests. The potential Federal contri-
bution to the program appears to be unnecessarily liberal, partic-
ularly if the bill were to be amended in the respects noted above
to increase the likelihood of private participation. A sound pro-
gram should not require more than a simple matching of private
capital by the Federal Government; an unsound program cannot be
made viable by increasing the proportion of funds contributed by
the Government.

Another safeguard of the public's interest would be an
adequate and separate accounting of all SBA funds used in the pro-
gram. Such accounting is called for under Title V, in connection
with SBA lending to small business investment associations. Similar
requirements should be extended to SBA lending under other titles
Of the bill.
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The Board concurs with the proposal in H.R.11576 for the
repeal of Section 13(b) of the Federal Reserve Act and the return
to the Treasury of funds the Treasury has heretofore paid to
Federal Reserve Banks under provisions of Section 13(b).

Very truly/your

S. R arpen
Secreta
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

Bank of America,
40 Wall Street,
New York, New York.

Gentlemen:

WASHINGTON 25, D. C.

Item No. 3
4/2/58

ADDRESS OUFICIAL CORRESPONDENCE

TO TNE BOARD

April 21 1958

The Board of Governors of the Federal Reserve
System grants permission, under paragraph 2 of the Board's
letter of September 12, 1957, for Banca d'America e d'Italia,
Milan, Italy, to establish four branches in Italy at the
following locations:

1. Naples - Zona Monteoliveto,
2. Genoa - Zona Darsena,
3. Genoa - Zona Marassi, and
4. Milan _ Zona Sempione.

These branches are to be operated subject to the
conditions contained in the Board of Governors' letter of
September 12, 1957, approving the purchase of shares of stock
of the Banca d'America e d'Italia, by Bank of America, New
York, New York, and unless the branches are actually established
and opened for business within six months from the date of
this letter, all rights granted hereby shall be deemed to have
been abandoned, and the permission granted shall automatically
terminate on that date.

Please advise the Board of Governors in writing,
through the Federal Reserve Bank of New York, when each of the
branches is established and opened for business. It is under-
stood, of course, that no change will be made in the location
of any of these branches without the prior approval of the
Board of Governors.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
Mountain Trust Bank,
Roanoke, Virginia.

Gentlemen:

Item No. 4
4/2/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

April 21 1958

Pursuant to your request submitted through the
Federal Reserve Bank of Richmond, the Board of Governors
of the Federal Reserve System approves the establishment
of a branch at 2203 Crystal Springs Avenue, Roanoke,
Virginia, by the Mountain Trust Bank, Roanoke, Virginia,
provided the branch is established within one year from
the date of this letter, and the approval of the State
authorities is in effect as of the date of the establish-
ment of the branch.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
Citizens Bank,
Carthage, Tenness-L.e.

Gentlemen:

Item No. 5
4/2/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

April 21 1958

The Federal Reserve Bank of Atlanta has forwarded to the
Board of Governors your letter of 4arch 14, 1958, and the accom-
panying resolution signifying your intention to withdraw from
membership in the Federal Reserve System and requesting waiver of
the six months' notice of such withdrawal.

In accordance with your request, the Board of Governors
waives the requirement of six months' notice of withdrawal. Upon
surrender, to the Feoeral Reserve Bank of Atlanta, of the Federal
Reserve Bank stock issued to your institution such stock will be
cancelled and appropriate refund will be made thereon. Under the
provisions of section 10(c) of the Board's Rculation HI as
amended effective September 1, 1952, your institution may accomplish
termination of its membership at any time within eight months from
the date the notice of intention to withdraw from membershi;) was
given.

It is requested that the certificate of meZpership be
sent to the Federal Reserve Bank of Atlanta for disposition.

Attention is invited to the fact that if your bank is
desirous of continuing deposit insurance after withdrawal from
membership in the Federal Reserve System it will be necessary that
application be made to the Federal Deposit Insurance Corporation.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.
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Enclosures

TO THE PRESIDENTS OF ALL FIZERAL RESERVE BANKS

BOARD OF GOVERNORS
OF THE

4). FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Dear Sir:

Item No. 6
4/2/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

April 2) l:58

When the Presidents were here at the time of thc
last meeting of he Open haricot Committee, I discussed with
them the draft of bill with respect to mcmber bank reserve
requirements which had been approved by the Board. A copy
Of the draft bill is attached, together with a statement
showing the textual changes which the proposed legislation
would make in existing law.

I have today handed copies of the draft to the
Chairmen of the Banking and Currency Committees with the
comment that the Board will be prepared to submit a full 

statement with respect to the proposed legislation whenever
they desire. We do not know when that will be, but we will
keep you informed of significant developments..

Sincerely yours,

A-4-4.-Le)kariL/,
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Daar Sir:

BOARD OF GOVERNORS Item No. 7
OF THE 4/2/58

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

ADDRESS OFFICIAL CORRESPONDE NC E

TO THE BOARD

April 2, 1953.

With the Board's letter of February 26, 1958,
we sent to you a copy of a draft of legislation and nemo-
randum relating to reserve requirements which had been
submitted to the Committee on Legal Reserve Requirements
Of the American Bankers Association, of which lir. Daniel
Bell is Chairman.

As indicated in the letter of February 26, the
Board met again with Bell's Committee on Harch 6 and
has since approved a draft of bill, a copy of which is en-
closed with this letter together with a statement showing
the textual changes which the proposed legislation would
make in existing law.

I have today handed copies of the draft bill to
the Chairmen of the Banking and Ci,rrency Committees with
the comment that the Board will be nrepared to submit a
full statement with respect to the proposed legislation
Whenever they desire.

Sincerely yours,

h((n(}1'
Wm. hcC. Hartin, Jr.

Enclosures

TO THE i.IILBERS OF THE FEDERAL ADVISORY COUIICIL

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



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINOTON

The Honorable J. W. FUlbright, Chairman,
Senate Committee on Banking and Currency,
United States Senate,
Washington 25, D. C.

Dear Senator Fulbright:

Item No. 8
4/2/58

OFFICE OF THE CHAIRMAN

April 21 1958

Last fall the research staffs of the Board of Governors
and the Federal Reserve Banks undertook a study of the financing
problems of small business for the information of the System, the
interested committees of the Congress, as well as the public
generally. Effort was directed tovard developing as much informa-
tion as possible for use by the Congress in its 1958 session.

I have the honor to submit herewith two parts of the
study, Financing Small Business.

Part I, Background Studles, presents a series of fifteen
studies of aspects of small business that are important from the
point of view of their financing, and a summary study. These
studies are based largely on existing data and materials. They
were prepared as independent papers by individual scholars at
leading universities as well as by individual members of the
Federal Reserve research staff.

Part II, Surveys of Credit and Capital Sources, presents
the results of data obtained, by questionnaires- and interviews,
from commercial banks, commercial finance companies and factors,
trade creditors, life insurance companies, and investment com-
panies and others supplying equity capital, together with a
summary of the surveys. These surveys were conducted, and the
results analyzed, by the Federal Reserve research staff.

Part III is a longer range, experimental venture designed
to obtain information on the financial structure, practices, and
Problems of small business concerns through interviews with, or
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The Honorable J. W. FUlbright Page 2

mail questionnairos to, the businessmen themselves. It is still
in the exploratory stage and results will not be forthcoming until
sometime next year at the earliest. The Bureau of the Census of
the United States Department of Commerce is cooperating in this
exploratory work.

The small business financing study is under the general
supervision of Ralph A. Young, Director of the Board's Division
of Research and Statistics.

It is hoped that the study will be of value to the
Congress in its consideration of the financing problems of small
business.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

Wm. McC. Martin, Jr.

Enclosures
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