
To: Members of the Board

From: Office of the Secretary

Attached is a copy of the minutes of the meeting of the
Board of Governors of the Federal Reserve System with the Presidents
of the Federal Reserve Banks held on June 17, 1958.

It is not proposed to include a statement with respect to
any of the entries in this set of minutes in the record of policy
actions required to be maintained pursuant to section 10 of the
Federal Reserve Act.

Should you have any question with regard to the minutes, it
will be appreciated if you will advise the Secretary's Office. Other-
wise, if you were present at the meeting, please initial in column A
below to indicate that you approve the minutes. If you were not
present, please initial in column B below to indicate that you have
seen the minutes.

Chm. Martin

Gov. Szymczak

Gov. Vardaman 1/
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Gov. Balderston
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1/ In accordance with Governor Shepardson's memorandum of March 8,
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A joint meeting of the Board of Governors of the Federal

Reserve System and the Presidents of the Federal Reserve Banks was

held at the Federal Reserve Building in Washington, D. C., on

Tuesday, June 17, 1958, at 11:25 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Szymczak
Mr. Mills
Mr. Robertson

Mr. Carpenter, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Young, Director, Division of Research

and Statistics

Messrs. Erickson, Hayes, Bopp, Fulton, Leach,
Bryan, Allen, Johns, Deming, Leedy, Irons,
and Mangels, Presidents of the Federal
Reserve Banks of Boston, New York,
Philadelphia, Cleveland, Richmond, Atlanta,
Chicago, St. Louis, Minneapolis, Kansas
City, Dallas, and San Francisco,
respectively

Mr. Nye, Secretary of the Conference of
Presidents of the Federal Reserve Banks

Mr. Boysen, Vice President and Cashier,
Federal Reserve Bank of Kansas City

Before this meeting the Presidents had submitted a memorandum

listing topics that they would like to discuss with the Board. The

topics, the statement of the Presidents with respect to each, and the

discussion at this meeting were as follows:

1. Use of Federal Reserve funds for nonofficial entertain-
ment of persons not employed by Federal Reserve Banks,
The Conference considered the Board's letter of May 28,
1958 with respect to this topic and is prepared to
discuss the matter at the joint meeting with the Board.
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Following a statement by Chairman Erickson concerning the views

of the Conference and supporting comments by other Presidents, Chairman

Martin stated that the Board would give further consideration to the

matter in the light of the points that had been raised at this meeting.

To facilitate such consideration, Governor Robertson made the

suggestion that a memorandum of the Presidents' views be submitted to

the Board, and it was agreed that this would be done.

2.

Secretary's Note: In accordance with this
understanding, Chairman Erickson submitted
a memorandum to the Board under date of
June 17, 1958.

Official emblem of membership in Federal Reserve System. 
The Conference considered the question raised in the
Board's letter of May 29 with respect to the advisability
of the System formally adopting an official emblem of
membership. It was the unanimous opinion of the Presi-
dents that it would be desirable to adopt an official
System membership emblem and that the "diamond-on-a-
rectangle" emblem now in use would be most appropriate.

It was understood that the matter would be studied further by

the Board in the light of the views expressed by the Presidents'

Co
nference.

3. Shi ments of currency and coin to be used for publicity
Purposes. The Conference had before it the question of
requests from banks for shipments of currency and coin to
be used for publicity purposes in promoting some service
or product. The discussion revealed that all of the
Reserve Banks have attempted to discourage such requests,
but in view of the lack of any inclination on the prirt of
the Treasury Department to take a firm position in the
matter, the Banks are acceding to the requests in most
instances, charging the shipping costs to the requesting
bank. The Conference agreed that the Banks should
continue to discourage these requests, but not to the
Point of placing themselves in embarrassing positions.
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It was the sense of the meeting that the matter should be
discussed with the Treasury at some appropriate time
(possibly in the fall) with a view to encouraging the
adoption of a policy against this practice.

Following comments by President Fulton, Chairman Martin stated

that no action by the Board of Governors seemed to be called for at this

time.

4. Study of the Federal Funds Market, The Conference con-
sidered the Board's letter of May 29 referring to the
report covering the Study of the Federal Funds Market,
discussed at the February meeting of the Conference. The
Conference concluded:

1) That the proposed procedure for editing the report
seemed satisfactory in principle but that in the interest
of continuity the ad hoc subcommittee suggested by the
Board should include representatives of the staff committee
which prepared the report. The Conference expressed the
view that a technical monograph would be a more appropriate
form of publication than a series of special articles in
the Federal Reserve Bulletin;

2) That the Board's suggestion with respect to explor-
ing publication of the Federal funds rate was satisfactory,
although the method selected for determining the rate should
be discussed with the Securities Department of the New York
Bank;

3) That, with respect to the staff committee's sug-
gestion for further studies, it would be expeditious to
avoid a procedure requiring further consideration by the
Presidents, and that the staff committee should proceed to
make its studies after clearing its proposals with the
System Research Advisory Committee,

After President Hayes had commented in supplementation of the

statement by the Presidents' Conference, Chairman Martin called upon

Mr. Young, who discussed the review function which would be performed by

the Proposed ad hoc subcommittee. It would be the intention, he explained,
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to refer the comments and suggestions of the ad hoc subcommittee to the

staff committee which prepared the report. With regard to the form of

Publication, Mr. Young expressed the view that a matter of judgment was

involved and said that he had no strong feeling. However, he went on

to describe certain possible advantages from publishing in the Federal

Reserve Bulletin a series of articles which would later be available

for distribution in the form of reprints, or perhaps one consolidated

reprint. With respect to the further studies of the Federal funds

market which had been suggested, Mr. Young said he understood that the

System Research Advisory Committee was meeting currently and that it

intended to give prompt consideration to the questions involved in

carrying the studies forward.

Chairman Martin then stated that the Board would review the

Points on which suggestions had been made by the Presidents' Conference

and that the Presidents would be advised of the Board's conclusions.

5. Emergency operations. Chairman Hayes of the Special Com-
mittee on Emergency Operations referred to the recent
letter approval by all members of the Conference of the

Committee's report dated April 28, 1958, pursuant to
which all Reserve Banks are to proceed with negotiations
With cash Agent banks, but are to defer execution of the
Agency agreement pending action, which is now under way,
to cover the pertinent risks under the loss sharing

agreement.

The Conference had also agreed that the Banks would

Proceed with negotiations with check Agent banks provided
that clearance was obtained through the Board of Governors
for the disclosure of the program for granting credit for

uncollectible checks. After considerable discussion, in

Which doubts were expressed as to whether it is yet
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were

feasible to proceed with such negotiations in the light
of the clearance received from the Board, and the

possible attitude of the McCloy-Cooper committees, the

Conference instructed the Special Committee to suggest
a course of action after consultation with the Board
of Governors and representatives of the McCloy-Cooper

committees, and to submit the suggested program to the

Conference.

Mr. Hayes also presented the recommendations of the

Special Committee on emergency planning for foreign

operations. The Special Committee endorsed the follow-

ing recommendations included in a study prepared by the

New York Reserve Bank:

1) That the New York Bank request suggestions

from Reserve Banks in the eastern part of the country
as to senior officers or high-level alumni of such

banks who could be made available in an emergency for

handling policy decisions on foreign operations. The

New York Bank would contemplate a course of training
for such persons. The bank sees no need for specific

training of subordinate personnel in handling details of

these operations.

2) That an additional set of duplicate records of

daily foreign operations be provided by the New York

Bank to whatever relocation office of an eastern Federal

Reserve Bank appears to offer maximum safety and most

likely availability.

3) That a copy of the New York Bank's daily

statement of dollars, gold, and securities held for

each foreign and international account be sent daily
to the relocation office of each Reserve Bank.

The Conference approved these proposals.

The points covered in the statement of the Presidents' Conference

reviewed by Mr. Hayes, and no objection was interposed to the course

Of action which the Conference had instructed its Special Committee on

Eniergency Operations to take for the purpose of considering further the
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program for granting credit for uncollectible checks. Agreement was

expressed by the Board with the proposals pertaining to emergency

Planning for foreign operations.

6. Hospital surgical-medical benefits for retired employees.
In line with the suggestion in the Board's letter dated
May 23, the Conference requested the Committee on

Personnel, through its subcommittee, to develop specific

recommendations for implementing hospital surgical-

medical benefits for retired employees, in preparation
for a discussion of the subject at a subsequent joint

meeting of the Board and the Presidents.

There was no discussion of this topic.

7. Retail trade statistics. Following up on action taken
at its special session of March 25, the Conference is

interested in being advised as to what progress the

Board's research staff has made in exploring with the

Bureau of the Census and other Government agencies their

interest in working out a mutual arrangement for develop-

ment of weekly retail sales data by major categories of

discretionary spending, by districts and local areas,

including the possibility of temporary financial support

from the System.

The Presidents also wish to express concern at the

apparent unauthorized disclosure of the contemplated

modification of the System's retail trade statistics

program, which has resulted in receipt by the Reserve

Banks of a number of embarrassing inquiries as well as

articles in the press.

Mr. Young explained that the problem of the retail trade

statistics had been taken up by the Board's staff with the Bureau of the

Budget preliminary to discussion with the Bureau of the Census. He

indicated that the Presidents would be advised as soon as the views of

the Budget Bureau had been received. With regard to the reference made

by the Presidents t Conference to the disclosure of information by

an unidentified source, Mr. Young said that the Board also had been
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in receipt of a number of inquiries from the trade. In this connection,

he pointed out that the situation was not without its desirable aspects,

since a statistical program was involved which depended for its success

on cooperation from the trade. For this reason, it might be of benefit

to have had the views of interested parties, particularly if the

current negotiations should prove fruitless and the System found itself

in the position of being forced to consider an expanded program of its

OWn in this particular area.

8. Additional items of information arising out of current 
Conference meeting. In addition to the foregoing matters,
the following items of possible interest to the Board were
considered by the Conference. They are reported herein
as a matter of information.

a. On the basis of data presented in the report of
the Subcommittee on Collections, dated May 23,
1958, the Committee on Collections and Accounting
recommended, and the Conference approved, a
reimbursement rate of $2.05 per thousand money
orders handled by the Federal Reserve Banks
during the fiscal year ending June 30, 1959, with
the Reserve Banks reserving the right to review
and redetermine the rate at any time during the
fiscal year.

b. The Conference approved a revised form of agree-
ment between the Federal Reserve Banks and the
Post Office Department in connection with the
handling of postal money orders, as presented in
letter report dated June 2, 1958 of the Subcom-
mittee on Collections and the Subcommittee of
Counsel on Collections. The principal revision
in the agreement is a provision for absorbing into
a profit and loss account at the Money Order Center
differences which are discovered in the auditing of
issuing postmasters' money order transactions.

C. The Presidents concurred in a request placed before
the Conference by Mr. Mangels that he be permitted
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to discuss with members of the Board's staff
revision of Regulation J to permit making the
System's check collection facilities available
for the collection of cash items drawn on the
branch of the Bank of America located at Guam.

d. The Conference received an interim report of
the Subcommittee on Electronics, dated May 22,
1958, of recent developments in the matter of
mechanization of check handling operations.
Principal developments reported were (1) in-
viting proposals for needed equipment from six
interested manufacturers in addition to the
nine manufacturers solicited on March 31, 1958,
and (2) extension from June 30 to August 29,
1958 of the time for submission of proposals.

e. Mr. Leach reviewed with the Conference a letter
report from the Subcommittee on Fiscal Agency
Operations dated June 6, 1958, summarizing the
results of a study of the rental rate charged
Government agencies for the use of Bank space.
He pointed out that the data assembled in
connection with the study seemed to justify an
increase in the rental rate, but for reasons
which Mr. Leach outlined, he recommended that
no change be made at this time in the presently
effective rate of $2.50 per square foot per
annum. The Conference approved the recommenda-
tion.

f. Upon recommendation of the Committee on Fiscal
Agency Operations, the Conference approved the
following reimbursement rates for processing
Federal Tax Depositary receipts: a rate of
$.1124 per receipt for July 1958; $.1224 for
the remainder of fiscal year 1959; $.1233 for
fiscal year 1960. In approving the above rates
consideration was given to projected cost
estimates for the periods indicated, including
the increase in postage effective August 1, 1958.

g. Mr. Leach reported that on the basis of an actual
average cost of 25.8 cents per thousand pieces,
the presently effective rate of 26 cents per
thousand for verification and destruction of

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



6/17/58 -9-

unfit currency would be continued pending comple-
tion of the present study which is being made to
determine whether the Federal Reserve Banks will
continue to perform this operation.

h. Mr. Johns reported to the Conference on the
progress of the study of major medical insurance
coverage by the Subcommittee on Personnel,
indicating that the Subcommittee is currently
awaiting submission of quoted rates in response
to its solicitation.

i. The Conference accepted the following reports
submitted by the Subcommittee on Legislation:

i•

Report dated March 18, 1958, on the
Financial Institutions Act of 1957.

Report dated June 6, 1958, on Congres-
sional Bills to Provide Financial
Aid for Small Business.

Pursuant to recommendations adopted at the
February meeting of the Conference, implemented
by Board's letter of May 21, 1958, the Confer-
ence approved the following procedure for
disposition of currency and coin collections at
Reserve Banks:

Beginning October 1, 1958, uncurrent money
which is not being used for display
purposes will be forwarded to the Treasury
for redemption, in form and by means to be
specified by the Treasury. Present
accumulations will be held until October 1
in order to permit the Reserve Banks having
gaps in their displays to inform other
banks of their needs and to obtain from
those banks any such needed items as may be
available to complete their respective
exhibits.

There was no discussion of these topics except that President

Leach summarized, at the request of Governor Robertson, the reasons why
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he had recommended that no change be made at this time in the rental

rate presently charged Government agencies for the use of space at the

Federal Reserve Banks.

The meeting then adjourned.
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