
Discussed at some length current controversies between Federal
Reserve and Treasury with respect to open market operations• The
current bond market is not seriously impaired by the recent moves
and the Federal operations seem to indicate no objection
in establishing a 1 3/8 percent rate for short term bonds and
certificates. The question of whether a longer term note of the
type recommended by the Banker fs Committee at the time of the August
18th fiasco might not be appropriate as the subject of division in the
Board* I do not think Mr* Szymczak has a strong view either way.

The spread between the short term and the long term rates is
gradually narrowing and practically all of Wall Street is watching
with care the par 26/32 rate on all but the 2 l/2!s. Allan Sproul
is weakening in his position.

I am very fearful of anything happening to the long term rate.
We could have a deluge of selling which would unsettle the market
for a good many months to cane, if there is any tampering or hesitation
with respect to bank eligibles on restricted issues in this category.

I think we should reach an agreement as rapidly as possible as to
a maximum of 1 1/2 percent for the short term rate and an agreement on
the part of the Federal not to tamper with the 2 1/2 percent rate under
any circumstances.

This is a struggle in which no one can win and only the public
loses. I think the views of Mr. Haas and Mr. Riefler must therefore
be reconciled regardless of their personal convictions, and I am certain
this is an issue of judgment and not one of conscience.

This evening I will talk with a bond group coning down especially
for that purpose and may get seme ideas from them.
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