
January 31, 1930.

Dear Governor Norris:

In submitting the report of the Open Mar-
ket Policy Conference to the Federal Reserve Board
at the joint meeting on January 29 you made a state-
ment in explanation of the report, but as it was neces-
sary for you to leave the meeting before it adjourned,
there was no opportunity to check with you the record
taken.

There is, therefore, enclosed herewith a
copy of your statement and it would be appreciated if
you would make such corrections the ein as you see fit
and return same to this office so that it may be includ-
ed in the Board's official record of the proceedings
of the meeting.

Very truly yours,

E. M. McClelland,
Assistant Secretary.

Mr. Geo. W. Norris, Governor
Federal Reserve Bank,
Philadelphia, Pa.
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There were differences of opinion regarding the matter before the

conference, the representatives of two of the banks feeling it is desira-

ble to hare a distinct easing of rates and that it would be advisable for

the System to do anything likely to have that effect. The majority opinion

was that what has already been done has set in motion a trend which should

result in lower rates. Between a reduction of discounts and large purchases

of securities, and a reduction of rates to business there is always a lag and

that lag is likely to be greater at this time because the appetite of the

bankers has been whetted during recent months and they are slower about coming

down. There is every reason to anticipate that the reduction will occur so

that it is believed the current is set in the direction of easier rates.

We (speaking here for the majority opinion) feel we should not interfere

in that movement either in the direction of halting it or attempting to expe-

dite it, unless the situation clearly calls for some action and we cannot see

that it does. On the contrary, we feel it is better that the situation should

clear up further, that the extent and duration of this recession should be more

ascertainable than at the present moment, and that it is inexpedient for us to

exhaust at the present time any part of our ammunition in an attempt to stimu-

late business when it is perhaps on a downward curve and we had better wait

until we feel that we have reached a stable basis where the administration of

some stimulant may have a distinct and good effect rather than to exhaust our

ammunition now in what may be perhaps a vain attempt to stem an inevitable re-

cession* Therefore, the recommendation is made that we see no necessity for

open market operations in Government securities at this time either to halt or

to expedite the present trend of credit. The majority of the Committee is not
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in favor of any radical reduction in the bill rate or radical buying of

bills which would create an artificial ease or necessitate a reduction

in the discount rate. If that reduction comes about naturally from

further liquidation or reduced demand, all well and good, but we do not

feel that we should make any active effort to bring that about. There-

fore, we have limited this recommendation to the maintenance of the present

portfolio and such increase as may be necessary, not to avoid some increase

in discounts, but if any conditions likely to bring about a hardening of rates

arise, then we believe that hardening should be prevented by increasing the

bill portfolio.

We do not believe that in the present temper of the public there is any

danger of a revival of active speculation in the market.

We do not favor any such operations in bills as will necessitate a reduc-

tion in the discount rate, but if it should come as the result of the general

trend of events, that is a matter between the batik and the Board. The seasonal

demand during the spring may not be as large as usual and may not reach more

than $75,000,000 and that probably could be taken care of by an increase in re-

discounts without hardening of rates. A greater demand might have a hardening

effect which should be precented by the purchase of bills, but we distinctly

feel that no operation in bills should be undertaken for the purpose of either

forcing or facilitating a reduction in discount rates by any bank.
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