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Minutes of the Board of Governors of the Federal Reserve System

on Wednesday, July 16, 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. Shepardson

Mr. Kenyon, Assistant Secretary

Mr. Thurston, Assistant to the Board

Mr. Riefler, Assistant to the Chairman

Mr. Thomas, Economic Adviser to the Board

Mr. Young, Director, Division of Research and

Statistics
Mr. Shay, Legislative Counsel

Telegram from Congressman Patman. On July 9, 1958, Chairman

MEtitin received a telegram from Congressman Patman in which the latter

referred to what he termed "increasing disorderly conditions in the

Government bond market" and inquired what the Federal Reserve System

e°11ld do "to check the jungle-like activities being carried on by

gezblers and speculators which are causing a loss of confidence in

b°4013 of the United States and a distaste and a disrespect for our

G°17ernment's obligation on the part of conservative investors." The

telegram also stated that "if the Reserve System does not have adequate

44thority to remedy this situation, such as it might use if it untied

1t8 hands from the Open Market Committee's 'bills only' policy, then

1744Y I ask if the Board would consider it appropriate to recommend to

C04gress what authority is needed to remedy this condition."
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The following day the Chairman acknowledged the telegram,

stating that upon return from a forthcoming trip to Denver he would

discuss the matter with the other members of the Board and that in the

Illeantime copies of the telegram were being distributed to them.

At this meeting the Chairman placed before the Board for con-

sideration the question of the nature of reply that should be made and

the question of when a reply should be sent. In this connection he

l'eferred to the unsettled condition of the Government securities market

the light of the crisis in the Middle East and to the imminent Treasury

btancing operation.

In a discussion of the questions raised by the Chairman, Governor

Vardaman stated reasons which might be given for an early reply and

Nested that the reply be couched in terms of System philosophy in

l'esPect to open market operations rather than in terms of current

c)Perations. He stated that he had no strong feeling about the necessity

tc'r a reply at this time but that future dates might also pose problems

that, in any event, he felt that it would be helpful to have a draft

Iplaced before the Board for consideration, even though it might be decided

11(4 to transmit a reply immPdiately.

Following further discussion of the reply from the standpoint of

41313roach and timing, Mr. Thurston was requested to draft a letter to Mr.

ktrnan for the Board's consideration. It was understood that Governor

Val%4
— 4̀aman would transmit to Mr. Thurston his views regarding the content

(It the draft.
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Mr. Thomas Thomas then stated that he had received a telephone call

*an a member of Mr. Patman's staff who indicated that he would like

to discuss certain questions relating to the record of transactions in

the System Open Market Account from March 1951 through December 1956

Ilhich was sent to Mr. Patman through the Chairman of the House Banking

4111i Currency Committee on November 12, 1957.

It was agreed that Mr. Thomas and other appropriate members of

the staff should meet with the member of Mr. Patman's staff pursuant to

the latter's request.

Operation Alert 1958. The Assistant Secretary was requested to

e*t in touch with Governor Robertson, in charge of Board activities at

the relocation site in connection with Operation Alert 1958, to ascertain

vhether there were any matters relating to the exercise which should be

bl'ought to the attention of the Board.

Items of unfinished Board business. There was agreement with a

84ggestion by Governor Mills that the Secretary's Office prepare for the

13°8-I'd's information a list of pending items scheduled to come before the

1138-rd for determination.

The meeting then adjourned.
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