
Minutes for  February 5, 1959. 

To: Members of the Board

From: Office of the Secretary

Attached is a copy of the minutes of the

Board of Governors of the Federal Reserve System on

the above date.

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. Otherwise, if you

were present at the meeting, please initial in col-

umn 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, Mills

Gov. Robertson

Gov. Balderston

Gov. Shepardson

A
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Minutes of the Board of Governors of the Federal Reserve System

on Thursday, February 5, 1959. The Board met in the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Balderston, Vice Chairman

Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. Sherman, Secretary
Mr. Kenyon, Assistant Secretary

Mr. Fauver, Assistant Secretary

Mr. Thurston, Assistant to the Board

Mr. Thomas, Economic Adviser to the
Board

Mr. Young, Director, Division of Research

and Statistics
Mr. Hackley, General Counsel

Mr. Molony„ Special Assistant to the

Board
Mr. Hersey, Associate Adviser, Division

of International Finance

Mr. Solomon, Assistant General Counsel

Mr. Hostrup, Assistant Director, Division

of Examinations
Mr. Benner, Assistant Director, Division

of Examinations
Mr. Hill, Assistant to the Secretary

Mr. McClintock, Review Examiner, Division

of Examinations
Mr. Huning, Review Examiner, Division of

Examinations

Items circulated to the Board. The following items, which

had been circulated to the Board and copies of -which are attached to

these minutes under the respective item numbers indicated, were approved

Unanimously:

Letter to The Union and New Haven Trust Company, New
Haven, Connecticut, granting an extension of time for
2tablishment of a branch at George Street and College
s'reet Extension. (For transmittal through Federal
Reserve Bank of Boston)

Item No.

1
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2/5/59 -2-

Item No.

Letter to The Herget National Bank, Pekin, Illinois, 2

aPproving its application for fiduciary powers. (For

transmittal through the Federal Reserve Bank of Chicago)

Letter to the Elk Horn Bank and Trust Company, Arkadelphia, 3
Arkansas, approving its request for permission to exercise

limited fiduciary powers. (For transmittal through the

Federal Reserve Bank of St. Louis)

Letter to the Haskell National Bank, Haskell, Texas, 4
aPPrOving its application for fiduciary powers. (For
transmittal through the Federal Reserve Bank of Dallas)

Mr. Huning then withdrew from the meeting.

Agenda for meeting of Board and Federal Advisory Council

(Item No. 5). There had been distributed to the Board a memorandum

from Mr. Sherman dated February 4, 1959, submitting a draft of letter

to the Secretary of the Federal Advisory Council suggesting topics for

discussion at the joint meeting of the Board and the Council on February

17, 1959.

Although agreement was expressed with the idea of asking the

C°Uncil whether it had any views or suggestions regarding changes in

the current procedures for preparation of agenda for the joint meetings,

the Board concluded that it would be more appropriate to raise the

question informally than to include it as a topic on the agenda.

Mr. Sherman's memorandum also referred to two topics suggested

bY the Council for inclusion on the agenda. These were: (1) the

Tlestion of the desirability of including in proposed legislation on
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member bank reserve requirements a provision eliminating the central

reserve city classification, and (2) the proposed change in check

collection time schedules to increase the maximum deferment for items

on so-called "country points" from two to three days.

After discussion as to how the first of these two topics

might be approached, it was agreed that the Board would indicate its

des ire to have any views the Council might like to offer; also, that

there would be distributed to the Council members copies of (1) the

ba ckground memorandum on proposed legislation for revision of reserve

regAirements which had been revised by Mr. Thomas and distributed to

the Board under date of January 29, 1959, and (2) a memorandum prepared

by Mr. Thomas following receipt by Chairman Martin recently of a letter

from a representative of the American Bankers Association enclosing

material that that organization had submitted to the House Banking and

Currency Committee in support of the proposal to eliminate the central

reserve city classification.

In this connection, Chairman Martin commented that the Boards

re serve requirement bill had not yet been introduced in this session

Of the Congress but that Senator Proxmire of Wisconsin had introduced

a bill relating to vault cash only.

With reference to the second topic proposed for discussion

by the Federal Advisory Council, it was agreed that the forthcoming
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2/5/59

joint meeting would be an appropriate occasion for the Board to recei
ve

any view that the Council might wish to express.

Thereupon, unanimous approval was given to a letter to the

Secretary of the Federal Advisory Council in the form attached as

Item No. 5.

Mr. Thomas then reported that there had been a number of

reqAests from the staffs of the Banking and Currency Committees for

information concerning reserve requirements and the relevant proposed

legislation. In the light of those inquiries, it was the unanimous

vieu of the Board that there would be no objection to making available

copies of the background memorandum in the revised form submitted to

the Board by Mr. Thomas under date of January 291 1959.

Mr. Brill, Chief, Capital Markets Section, Division of Research

and Statistics, entered the meeting during the foregoing discussion.

Program for directors,day. With the assistance of Messrs. Young

and Fauver, Governor Shepardson reviewed the tentative program for

directors, day (February 20, 1959)1 copies of which had been distributed

to the Board.

After a minor change had been agreed upon, the program was

!-1212.1O17 d as a basis for making final detailed arrangements.

State and local government bond sales (Item No. 6). Pursuant

t° a suggestion made at the meeting on January 161 1959, there had been

distributed to the Board a memorandum from Mr. Young dated February 4, 1959,

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



2/5/59 -5-

submitting a draft of letter to the Presidents of all Federal Reserve

Banks requesting the Banks to obtain certain information concerning

State and local government bond sales during the first half of 1958.

After discussion, the letter (Item No. 6) was approved, with

the understanding that the attached check-list of questions to be

raised in interviews with municipal finance officers would be expanded

to provide for obtaining information on current problems and attitudes.

At this point Mr. Koch, Associate Adviser, Division of Research

and Statistics, entered the room.

Testimony before the Joint Economic Committee. Pursuant to

the understanding at the meeting yesterday, there had been distributed

to the members of the Board copies of a further revised draft of statement

to be made by Chairman Martin on behalf of the Board in testifying

tomorrow before the Joint Economic Committee.

Various points in the latest revised draft were discussed,

certain changes were agreed upon, and it was then understood that the

testimony would be presented in a final form satisfactory to Chairman

Martin.

During the foregoing dicussion Mr. Thomas withdrew from the

Meeting,and et its conclusion Messrs. Thurston, Molony, and Hersey

also 
withdrew.
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2/5/59 -6-

Speculation in the Government securities market. Governor Mills,

'Who had been requested by the Board to supervise a study of the speculation

that occurred in the Government securities market last summer, called

ulp°n Mr. Young for a discussion as to how the inquiry might proceed

from this point most advantageously.

In response, Mr. Young suggested a general framework within

'Which further study might be carried out by the Board's staff, perhaps

with the assistance of staff members from the Federal Reserve Bank of

New York and other Reserve Banks. He brought out in this connection

that a substantial amount of background work already had been completed.

Ensuing comments included the suggestion that representatives

of the Treasury be invited to participate actively in the study; also,

that it might be desirable to arrange jointly with the Treasury a series

of hearings at which brokers and dealers in Government securities would

be invited to appear.

It was then understood that Mr. Young would prepare, on the

basia of this discussion, an outline of suggested procedure for the

Board's consideration. It was also understood that Mr. Young would

get in touch with representatives of the Treasury with a view to

arranging for their participation in the study and for the hearings

that had been mentioned.

The meeting then adjourned.
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Secretary's Note: Governor Shepardson today
approved on behalf of the Board the following
items:

Memorandum dated February 2, 1959, from Mr. Sherman, Secretary
Of the Board, recommending the transfer of Ruth D. Stone from the
position of Secretary in the Division of Research and Statistics
to the position of Secretary in the Office of the Secretary, with
no change in her basic annual salary at the rate of $5,390, effective
the date of entrance upon her new duties.

Letter to the Federal Reserve Bank of Philadelphia (attached
Item o.7) approving the appointment of Richard Schmalzbach as
assistant examiner.

Revised Rules Governing the Use of the Board's Passenger Cars
and Station Wagon with the understanding that copies of the statement
(attached Item No. 8) would be sent to the members of the Board and
the senior staff.
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00ARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON 25. D. C.

Board of Directors,
The Union and New Haven Trust Company,
New Haven 21 Connecticut.

Gentlemen:

Item No. 1

2/5/59

ADDRESS OFFICIAL CORRESPO
NDENCE

TO THE BOARD

February 5, 1959.

Pursuant to your request submitted 
through the

Federal Reserve Bank of Boston, the Board of 
Governors extends

to September 11 19591 the time within which The 
Union and New

Raven Trust Company, under the authority granted 
in the Board's

letter of July 2, 1958, may establish a branch 
at the southeast

C.orner of George Street and College Street Exte
nsion, New

Raven, Connecticut.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,

Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
The Herget National Bank of Pekin,
Pekin, Illinois.

Gentlemen:

Item No. 2

2/5/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

February 5, 1959.

The Board of Governors of the Federal Reserve System
has given consideration to your application for fiduciary

Powers and grants you authority to act, when not in contra-

vention of State or local law, as trustee, executor, 
administrator,

registrar of stocks and bonds, guardian of estates, assignee,

r_eoeiver, committee of estates of lunatics, or in any other

riduciary capacity in which State banks, trust companies, 
or

iother corporations which come into competition with natio
nal

?anks are permitted to act under the laws of the State of 
Illinois,

the exercise of all such rights to be subject to the provis
ions

of Section 11(k) of the Federal Reserve Act and Regulation 
F of

the Board of Governors of the Federal Reserve System.

A formal certificate indicating the fiduciary power
s

which The Neri7et National Bank of Pekin is now authorized to
exercise will be forwarded to you in due course.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. O. C.

Board of Directors,
Elk Horn Bank and Trust Company,

Arkadelphia, Arkansas.

Gentlemen:

Item No. 3
2/5/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

February 51 1959.

This refers to your request for permissi
on, under

applicable provisions of your condition of m
embership num-

bered 1, to exercise fiduciary powers.

Following consideration of the information
 sub-

mitted, the Board of Governors of the Federal Re
serve System

grants permission to the Elk Horn Bank and Trust 
Company to

act as trustee and/or agent for bond issues of 
public or

Private corporations.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON 25. D. C.

Board of Directors,
Haskell National Bank,

Haskell, Texas.

Gentlemen:

Item No. 4

2/5/59

ADDRESS OFFICIAL COR
RESPONDENCE

TO THE BOARD

February 5, 1959.

The Board of Governors of the F
ederal Reserve System

has given consideration to your appl
ication for fiduciary

powers and grants you authority to act,
 when not in contra-

vention of State or local law, as trustee
, executor, administrator,

re gistrar of stocks and bonds, guardi
an of estates, assignee,

receiver, committee of estates of lunat
ics, or in any other

fiduciary capacity in which State b
anks, trust companies, or

Other corporations which come into compe
tition with national

bankn are permitted to act under the laws
 of the State of Texas,

the exercise of all such rights to be 
subject to the provisions

of Section 11(k) of the Federal Reser
ve Act and Regulation F of

the Board of Governors of the Federal R
eserve System.

A formal certificate indicating
 the fiduciary powers

which Haskell National Bank is now au
thorized to exercise will

be forwarded to you in due course.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,

Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON 25. D. C.

Mr. Herbert V. Prochnow,
Secretary,
Federal Advisory Council,
C, o The First National Bank of Chicago,
P.O. Box A,
Chicago 

70 
nn,

Illinois.

Dear Mr. Prochnaw:

The Board suggests the following topics for 
inclusion on the agenda

for the meeting of the Federal Advisory Council
 to be held on February 16,

19591 and for discussion at the joint meeting of t
he Council and the Board

on February 17.

. 1. What are the views of the Council rega
rding the current

business situation and the prospects for busin
ess activity during

aPproximately the next six months?

2. How does the demand for credit at the 
present time compare

With demands at this season in previous years
 of high activity,

such as 1957? Is an increase in demand anticipated 
during the

8Pring months of the year and, if so, in wha
t areas of activity is

it likely to be concentrated?

3. Reports reaching the Board from vario
us sources indicate

80ms undercurrent of feeling on the part of
 business as well as

individuals that further inflation is an 
inevitability. The Board

would appreciate the Council's analysis of 
the extent to which such

an attitude may exist; of the effect that 
it may have with respect

t0 Price levels over the next year and over the
 next several years;

and of the steps that bankers and businessmen 
may be taking toward

combating or fostering the factors that are 
responsible for the

attitude described to the extent that it exist
s.

The Board would appreciate the views o
f the Council as to

appropriate credit policy for approximately 
the next three months.

Sincerely,

Item No. 5
2/5/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

\

Merritt Sherman,
Secretary.

February 5, 1959
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TO THE BOARD

February 51 1959.

BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM,

WASHINGTON 25, D. C.

Item No. 6
2/5/59

ADDREINS orriciAL 
CORRESPONDENCE

near sir:

The Board would appreciate your assistance in obtaining 
further

be r, lon on the financing problems of State and local governments. It will

814,1:a11ed that in 1957 the Board requested the Reserve Banks to make two

problYs of developments in State and local government finance--one 
relating to

and 
one 

of marketing small municipal bond issues in a period of 
credit restraint

Prov.11,1,e relating to net borrowing costs of small bond issues. 
These surveys

'4ed much useful information which could not have been obtained in 
any other

reached In the first half of 1958 sales of State and local 
government bonds

the , record volume. The Board is interested in developing 
information on

illarkfc,ent to which this rise in bond sales was in response to the change 
in

to vv7!' conditions. Specifically, information is desired concerning the 
extent

bonds sold in this period represented issues previously 
deferred or

that ordinarily would not have been offered until some future date 
but

were accelerated because of the drop in interest rates.

vieysT . It is felt that this information can best be developed 
through inter-

plirrir'eath finance officers of the governmental units involved. In order to

the ,'2e
ot 

 the burden on Reserve Dank staffs, a sample has been selected 
from

he 1 of about 3,000 bond issues sold in the fjrst six months of last 
year,

one...C1Ple includes all of the large issues floated in this period, 
and about

by goTIth of the smaller issues. A list of the issues in the sample offered

roivIerrnTlelltai units in your District is attached. It would be appreciated

/1
officials of the governmental units indicated on the list. 

There is
°uld have your staff discuss the timing of these issues with 

appro-

woulicia,ttache,u a check-list of the aspects of each issue on which the 
Board

liK0 to have information developed.

l'e4chIt would be appreciated if the information requested 
can be sent to

the Boardis offices by February 28.

41c1°8Uree 2.

Very truly 77s,

Merritty Sherm
Sec
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Mr. Z. G. Fenner, Assistant Vice President,
Federal Reserve Bank of Philadelphia,

Philadelphia 1, Pennsylvania.

Dear Mr. Fenner:

Item No. 7
2/5/59

ADDRESS orriciAL CORRESPONOCHCE

TO THE BOARD

February 5, 1959.

In accordance with the request contained in
your letter of February 31 1959, the Board approves the

appointment of Richard Schmalzbach as an assistant

examiner for the Federal Reserve Bank of Philadelphia.

!lease advise as to the date on which the appointment
Is made effective.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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RULES GOVERNING GOVERNING THE USE OF THE EOARDIS PASSENGER CARS

AND STATION WAGON
.1.0....11 • •

AS-424 Item No. 8

2/5/59

The Board has four passenger cars and one station
Wagon for use on official business. The operation of these
vehicles is under the supervision of the Supervisor, Motor
Transport Unit, and requests for transportation should be made
to the Garage (extension 463). Requests for pickup and delivery
service (via the Station Wagon) should be made to the East Guard
Room (extension 550).

The three large passenger cars, one of which is held
in reserve for the exclusive official use of Board Members, are
primarily for use on official business by members of the Board,
ofJacials of the Federal Reserve Banks, and members of the
Board's senior staff. The small passenger car, while also avail-
able for official use by members of the Board, is primarily for
use by members of the staff on official business.

In order to consolidate trips and arrange for trans-
I?ortation in such a way as to assure maximum use of the vehiclesit 13 requested that trips be arranged as far in advance as pos-
sible, The dispatcher should be notified promptly of cancella-
tions. Requests for transportation should specify the destina-.
on and also information as to whether it will be necessary for

Tine car to wait for the return trip.

One or more chauffeurs are on duty between the hours
from 8:00 a.m. to 6:00 p.m., and trips should be completed when-
ever possible during this period in order to avoid payment of
o"time. The chauffeurs are required to keep a record of the
trlPs made in the passenger cars, including the names of pas-
sengers, destination, time and mileage for each trip.

The station wagon is used for pickup and delivery
Service and makes seven hourly trips each day on a regular
schedule (9:15 a.m. to 4:15 P.m./ inclusive). Requests for

T-ckup and delivery service should be sent to the East Guard
°°171. Passengers may ride in the station wagon on the regular
scheduled trips.

the Section 78 of Title 5 of the United States Code contains
provision: "Any officer or employee of the Govern-

Znt w 
follcywing 

ho willfully uses or authorizes the use of any Government-
ir,2ed passenger motor vehicle or aircraft, or of any passenger
'''pr vehicle or aircraft leased by the Government, for other than
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(As-424)

Official purposes or otherwise violotes the provisions of this
Paragraph shall be suspended from duty by the head of the de-

partment concerned, without compensation, for not less than one

month, and shall be suspended for a longer period or summarily

removed from office jf circumstances warrant." The term
li t •
Official purposes 1 shall not include the transportation of

officers and employees between their domiciles and places of

employment, except in cases of medical officers on out-patient

medical service and except in cases of officers and employees

engaged in field work the character of whose duties makes
such transportation necessary and then only as to sach latter
cases when the same is approved by the head of the department

conct;rned." These limitations "shall not apply to any motor

vehicles or aircraft for official use of the President, the
heads of the executive departments enumerated in section 1 of
this title, ambassadors, ministers, charges dfaffaires, and
other principal diplomatic and consular officials."

Dated: February 4, 1959.
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