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I am sure you will find the attached memorandum of interest.
It relates to the subject we discussed yesterday with the Pres-
idents at the Cpen Market Committee meeting.

I am quite aware of the fact that there will not be much
borrowing and we should not encourage Banks to go into debt over
a lcng period of time. IHowever, having so realistic a presenta-
tion of the long range program by Drs. Goldenweiser and Williams,
we must be aware of the fact that we shall be compelled to rely
more aznd more upon Cpen Market operations and less znd less on
reduction of reserve requirements.

The job ahead of us is tremendous. It is only common sense,
therefore, that urges us to provide rediscount facilities for ”
member Banks at a rate which will make it possible for them to
borrow, if and when reserve conditions in individual member
Banks are such as to make this advisable and part of our long
range program on the subject of reserves and Government deficit
financing.

I don't thinkywimefacts E=cm=sshvwineed; that rediscounting
can be expected, nor should be expected, tc provide any major
share of the new reserves needed. However, lowering the general
rediscount rate is highly advantageous for member Banks, which
may find themselves in a tight reserve position, to avail them-
selves of the rediscount facilities for which the Federal Reserve
Banks were created.

The attached memo concentrates on the subject discussed

yesterday, namely, general versus preferential rediscounting.
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24, 1942

Lowering Discount Rates

G. L. Bach

(1) The 1 ower the interest rate anyone has to pay, the more

Govermments could at any time be

with a supported security market, to assure
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(2) With the present repurchase arrangement on bills, banks

loss would be possible) would
heaitaney of bankers to buy Governments
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