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A meeting o f  the Open Market Investment Committee was h e ld  at the Hotel 

C arlton , Washington, at 8 i3 0  p* is. on Tuesday, November 13, I9 2 8 i

PRESENT: Mr. McGarrah, A ctin g  Chairmanf 
G overnors H arding, N orr is  and 

Faneher,
Mr, H arrison , A ctin g  S ecre ta ry ,

It
The s e c r e ta r y  d is tr ib u te d  to  each member o f  the com m ittee presen t a copy

o f  th e  form al re p o rt  o f  th e  s e c r e ta r y  to  the com m ittee dated November 12* to g e th e r

a c o Py o f  the p re lim in a ry  memorandum dated November 14* A ft e r  reading and

d iscu ss in g  th ese  documents and rev iew in g  c r e d it  c o n d it io n s  g e n e r a lly , the com m ittee

decided  in fo r m a lly  th a t  i t  would be a d v isa b le  to  renew the recommendation con-*

ta in ed  in  th e  la s t  re p o r t  o f  the committee on August 13, 1928, th a t  i t  shou ld  be

a u th orised  to  purchase government s e c u r i t ie s  i f  and when th a t  might become n e ce ssa ry

in  o rd er  t o  a vo id  an a cu te  c r e d it  s tr in g e n c y . I t  was understood  by the committee*

however, th a t  i t  would d e fe r  p rep a ra tion  o f  a form al re p o r t  and recommendation

u n t i l  a * te r  another o p p o r tu n ity  f o r  a m eeting a t  which G overnor McDougal cou ld  b« 

p resen t.

&©fo**e adjournment* the committee d iscu ssed  the m atter o f  a p o s s ib le  

adjustm ent o f  buying ra te s  fo r  bankers a cce p ta n ce s . W hile i t  was r e a l iz e d  by the 

committee th a t  i t  has no form al ju r i s d i c t i o n  ov e r  th e  m atter o f  b i l l  ra te s , which 

are s u b je c t  t o  adjustm ent by in d iv id u a l re serv e  banks as p rov id ed  in  the law, never* 

th e le s s  each govern or p resen t expressed  the o p in io n  th a t i t  m ight be a d v isa b le  f o r  

the F edera l R eserve Bank o f  New York to  in cre a se  i t s  buying r a te s  f o r  b i l l s  o f  a^ l 

m a tu r it ie s  by  1 /0  o f  if *  in  th e  n ear fu tu r e . ^

The meeting ad jou rn ed  a t  11 a . m. t o  meet on c a l l  o f  th e  a ct in g  chairman*
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The Open Market Investment Committee reconvened at the Metropolitan 

Club, Washington, at 1:15 p„rru on Thursday, November 15f 1928*

PRESENT: Mr* McGarrah, Acting Chairman,
Governors Harding, Norris,

Fancher and McDougal.
Mr, Harrison, Acting Secretary.

A fter further consideration o f the memoranda submitted to the committee 

at i t s  meeting on November 13, and a fter discussion o f  the development o f  cred it 

conditions during the past year, esp ecia lly  since the la s t  meeting o f  the committee, 

the committee unanimously

VOTED to adopt the following report, which i t  was understood would be 

submitted to the Conference o f  Governors before formal presentation to the federal 

Reserve Board for  i t s  action:

"The committee has reviewed the preliminary memorandum 
submitted by the chairman in relation  to cred it and money market 
conditions o f  the past year. I t  has given special consideration 
to  the development o f conditions since the la st  report o f the 
committee on August 13th and to the e ffe c t  o f  Federal Reserve 
p o lic ie s  on the volume o f credit and the rates for money during 
the period o f crop movement whose peak has probably now passed.
The committee fee ls  that the p o licy  o f  the System has been substan­
t ia l ly  e ffe c t iv e  in providing credit for seasonal agricu ltural and 
commercial purposes at re la t iv e ly  low rates and without any ab­
normal increase in the to ta l volume o f member bank loans and 
investments fo r  th is  period o f the year.

’’The committee is o f  the opinion, however, that i t  should 
s t i l l  be the p o licy  o f  the System, i f  possible, to prevent any un­
duly rapid or unnecessary further increase in the to ta l volume o f 
bank cred it, although in fact the to ta l loans and investments o f  
a ll  reporting member banks are now s lig h t ly  below the high point o f 
May in sp ite  o f the usual Fall increase in the demand for cred it 
for crop movement purposes. But we are approaching the usual 
seasonal demand for currency for  holiday purposes* This w ill  re­
su lt in increased borrowings from the Federal Reserve Banks except 
to the extent that further gold imports o f fs e t  the demand for 
Federal Reserve accommodation. It is  not possib le  to estimate the 
extent o f the present gold  movement or it s  ultimate e ffe c t  upon 
cred it conditions and money rates. Already there is  some evidence 
o f  easier money rates contributed to partly  by the inflow  o f  gold 
and p artly  by the large increase in the b i l l  p o r t fo l io  o f the 
Federal Reserve banks, each o f which has caused a reduction o f  
member bank discounts in the New York d istr ict*  Some o f  th is  in­
crease in the b i l l  p o r t fo l io  is  due to the sale o f  b i l l s  by foreign 
banks to support th e ir  exchanges, which have fe l t  the pressure o f 
hj&h rates in th is  country.
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“But while these conditions appear to have an easier 
tendency at the moment, nevertheless the uncertainty o f the 
gold  raovemnet, the approaching demand for currency, and the 
usual demand for Federal Reserve credit during December suggest 
to  the committee that the System'should s t i l l  be prepared in 
the event o f  an emergency to prevent any undue stringency o f 
cred it during th is  period*

"With a l l  these facts in mind, the committee renews 
the recommendation contained in i t s  report o f August 13th that 
i t  should be the p o licy  o f  the System to purchase government 
secu rities  i f  and when i t  might become necessary to avoid an 
ac\3tte stringency.

"The committee would expect to take such steps as may 
be needed to carry out th is p o licy , i f  approved, with the under** 
standing, .however, that i t  would be advisable to have another 
meeting o f the committee in the event that any substantial 
change in conditions makes that necessary."

The meeting adjourned at 2:25 p* m#

G eorge I** H arrison , 
A ctin g  S ecretary*
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