
FEDERAL RESERVE BOARD

WASHINGTON

OFFICE OF GOVERNOR January 12, 1929

Dear Governor Harrison:

The following appeared in the written report of the Open
Market Investment Committee meeting of January 7:

"Concerning the question of the relation of the committee to
the Federal Reserve Board, the question was raised whether as a
matter of procedure the Board was prepared as in the past to
approve in advance a policy recommended by the committee, which
would then be executed by the committee, or whether, as implied
in the Board's letter of November 27, 1928, the Board would
only approve any purchase or sale of Government securities at
the time it was to be made".

The Board has reviewed all of the minutes and recommenda-
tions of the Open Market Investment Committee since the meeting held on
November 2, 1927, and in view of the recommendations made and the actions
subsequently taken, it has arrived at the' conclusion that it is extremely
difficult, in the great majority of cases, to lay down any definite po-
licy for the purchase or sale of Government securities.

There was one exception during this period which occurred
at the January 2th meeting. On that date the Committee recommended that
the program should work toward somewhat firmer money conditions so far
as necessary to check unduly rapid increases in the volume of credit, and
that there be a further sale of Government securities. That, in the opi-
nion of the Board, was a definite policy and it was in a position to ap-

prove, which it did.

Therefore, the Board's reply to the inquiry is that a si-
tuation might arise, and probably will arise, wherein it can approve de-
finitely a movement in one direction or another. However, the future is
so indefinite, and whether the System buys or sells depends upon so many
factors that judgment alone can determine what should be done or what
should not be done, that the Board reserves the right to consider the mat-
ter when the purchase or sale is to be made.

Yours very truly,

Mr. Geo. L. Harrison, Chairman, R. A. Young,

Open Market Investment Committee, Governor.

Federal Reserve Bank,

Washington, D. C. [not sent]
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