
FEDERAL RESERVE BANK 
OF DALLAS 

WATROUS H. IRONS 
PRESIDENT 

June 13, 1955 

Mr. Wm. McC. Martin, Jr. 
Special Committee of the 
Federal Open Market Committee 
Board of Governors of the 
Federal Reserve System 
Washington, D. C. 

Dear Bill: 

In accordance with our understanding at the meet
ing on June 6, 1955 of the special committee of the Federal 
Open Market Committer, I am enclosing a memorandum reflecting 
the statement which I made at that meeting. 

As my statement indicates, it is a tentative posi
tion, because I feel that there may he important operating 
problems and possibly legal problems - although I dc not feel 
so strongly on the latter point - which the committee has not 
resolved as of this timec I supoose such tasks as those will 
become the next order of business of the committee. 

With cordial regards. 

Sincerely yours, 
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Confidential Memorandum June 13, 1955 

To: Special Committee of Subject: Summary of statement -
Federal Open Market Committee June 6, 1955 - on Status 

of Manager of the Open 
From: Watrous H# Irons [Iffy, Market Account 

My tentative inclination with respect to the status and respon

sibility of the Manager of the System Open Market Account is toward the 

proposal submitted by Chairman Martin on May 10, 1955, but with certain 

modifications and one major reservation The basic problem facing us seems 

to resolve itself into a decision to accept - with possible modifying amend

ments - one or another of the three broad alternatives which have been sug

gested in Governor Robertson1 s statement of June 6, 1955« At this time my 

thinking is toward his second or middle-course approach, which involves the 

proposal outlined in Chairman MartinTs memorandum referred to above* 

Chairman Martin1s proposal would place the selection of the 

Manager and the Assistant Manager of the Open Market Account, and such 

subordinates as seem desirable, solely with the Federal Open Market Com

mittee o The Manager would serve at the pleasure of the Committee at a 

salary fixed by the Committee, and would concern himself solely with the work 

of the Committee; his staff would also serve at salaries fixed by the Open 

Market Committee and would concern themselves solely with the work of the 

Committeeo The Account would be located in the Federal Reserve Bank of 

New York* 

Chairman Martin's recommendation raises certain questions in my 

mindo While I believe, on the basis of my present legal understanding, 

that the Open Market Committee could directly select a Manager and his 
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subordinates, making them solely responsible to the Committee, I have 

serious doubts regarding the desirability of building up an additional 

and entirely separate staff outside of the Reserve banks and the Board 

of Governors* At this point in the special committee1s discussion, I do 

not object to the Committee appointing the Manager and Assistant Manager 

of the Account or to the proposal that those persons shall be solely 

responsible to the Federal Open Market Committee. I also believe it should 

be possible administratively for the Account to be operated in the New York 

Federal Reserve Bank and the Manager of the Account be responsible to the 

Open Market Committee rather than the New York Federal Reserve Bank* In 

my judgment, the Account certainly should be located in the Federal Reserve 

Bank of New York. I believe, however, that the Manager and the Assistant 

Manager of the Account should be serviced by the existing technical, oper

ating, and research staffs of the New York Federal Reserve Bank, the other 

Federal Reserve Banks to the extent desired, and the Board of Governors. 

Therefore, in addition to those provisions of Chairman Martin's recommenda

tions listed under "Action by the Federal Reserve Bank of New York" I would 

add the following items: 

(1) To provide the Account with the necessary technical 

operating staff and facilities to enable the Manager of the 

Account to conduct the Account's operations on a day-to-day 

basiso Furthermore, the Federal Reserve Bank of New York, the 

other Federal Reserve Banks and the Board of Governors should 

cooperate fully with the Manager in supplying such technical 

financial, and economic data as may be needed by him in the 
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discharge of his responsibilities to the Federal Open Market 

Committee• 

(2) To maintain for the Account records of transactions 

affecting the Account, and other records that may be required 

in connection with the operations of the Account. 

To utilize further the existing technical and research staffs 

of the System, I think it would be desirable for the associate economists 

of the Federal Open Market Committee to report biweekly their impressions 

of the economic situation and its implications for credit policy to the 

economist of the Federal Open Market Committee, so that these reports, 

together with any other information available to him might be used in the 

preparation of a report which he would submit biweekly to the members of 

the Federal Open Market Committee. The Manager of the Account, with the 

approval of the Chairman of the Open Market Committee, should have the 

authority to call upon the research department of the Board of Governors 

or of any Federal Reserve Bank for such reports, studies, and other eco

nomic information as he may deem necessary* 

A second modification or clarification that I would recommend 

in Chairman Martin's proposal relates to the day-to-day contact of the 

Manager of the Account with members of the Federal Open Market Committee* 

It seems to me that any proposal should clearly state the lines of contact, 

for there would surely be many occasions when the Manager of the Account 

would feel it necessary to have immediate, informal contact and discussion 

with appropriate members of the Committee. The Manager would not be in a 

position to consult with the officers and directors of the Federal Reserve 
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Bank of New York as such, because of his responsibility directly and 

solely to the Federal Open Market Committee. Two alternatives might be 

considered in connection with this problem. 

(1) Between meetings of the Federal Open Market Com

mittee (which, in my judgment, should be monthly or more 

frequently if necessary) the Maiager should maintain con

tacts - daily or as frequently as he may consider necessary -

with the Chairman and/or Vice Chairman of the Open Market 

Committee, and, in unusual circumstai ces, with such other 

members of the Committee as he may deem compelling, (or 

alternatively) -

(2) With an Executive Committee of the Federal Open 

Market Committee, composed of the Chairman and the Vice 

Chairman of the Open Market Committee, and the Vice Chair

man of the Board of Governors• 

I believe that some such more or less definite lines of contact must be 

spelled out in order to avoid confusion and misunderstanding. 

It is also recommended in Chairman Martin's proposal that the 

Manager of the Account would concern himself solely with open market 

matters and that there would be, in addition, a vice president of the 

Federal Reserve Bank of New York who would have charge of fiscal agency 

operations, foreign agency operations, the securities department, the 

trading desk, and other functions which are now assigned to the officer 

who is the Manager of the System Account^ 

I am particularly impressed with the statement presented in 

Mr. Sproul1 s memorandum of June 6, 1955 relating to this problem* 
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Operations in the money market "outside" of the Account are very sub

stantial and obviously exercise an influence upon conditions in the 

market* To separate these two major substantial groups of operations 

without meeting the problem in some way by coordination of action to 

obtain a desired unified result might well lead to serious difficulties» 

At the moment I see considerable danger in a system that would involve 

two more or less uncoordinated lines of approach to the money market 

involving very substantial aims* This particular feature of Chairman 

Martin1s proposal involves my major reservation* 

In summary, at this stage and subject to modification of views 

as a result of further discussions and consideration, I would tentatively 

support Chairman Martin's proposal provided ways could be found (1) to 

avoid the creation of an additional technical, operating, research staff 

solely associated with and responsible to the Open Market Account and, 

in a sense, outside of the Federal Reserve banks and the Board of Gover

nors; (2) that a satisfactory direct day~to-ds|y line of contact could be 

worked out between the Manager of the Account and the appropriate officials 

or members of the Open Market Committeej and (3) that the problem of two 

major and vitally important approaches to the money market could be recon

ciled and coordinated in such a way as to assure the maximum possibility 

of achieving at any time the desired unified effect and objective in the 

money market* 
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