You nave ssked for my comments on a *Sugpested Wording
for Banking snd Carreney Cammittes Aeport om H, R, 10162," dated
Mareh 7, 1962. Fesling thet Shisz draft either reflests, or would
lsed Yo, miswmderstandings shewt our oparaticns and our relaticns
with the Comgress and the Treasary, I submit the following cemmenis:

Firet, the Fedaral Aeservs intends to make information
concarning its foreign ewshange opersiions availabls to the publie
to the fullest extemt consistent with sscomplishing thelr purpose.
Tedaral Reserve Moldings of fereign currenciss will bde incloded
wder “other sssets”™ in the statemsat of condition of the Fedarsl
Reserve Bamks published weekly, amd wil) be separately stated in

have to be kept canfidential. IV would e self-defsating to reveal
market eperstions before or in the midst of their emesution, or t»
reveal the ameunts imvelved in planned or pending operatias. As 2
resiproosl balenwe arrengessats with reserve bmmks iz stbher somntiries,
we oxpoat 10 relssse informaiion prewpily, o we did in thw coase of
the firet swsh arrsngement, with the Penk of Franse. Of coures if
the forsign reeerve bemk sopcersed should insist that eertaia detalls
not be made publis, we would heve ne shoice bmt to eamply with thair
or W forego an arrangement that might be lspertant for de-
of the dallar,

Sesend, sy “srrangements” betwesn the Fadera) Aeserve snd
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™he Honorable Bremt Spence %2

Third, we have worked closaly and iu compiete harmony with
she Seeretary of the Trsasury at svery stage i shapiag sad establish-
ing 4his program. We will oomitinue to 4o so. EHowever, we must rec-
ognise that Congress hae giver the System responsibility for exsrecising
its o Judgnent in menetary amstters, {ree frem sontrol by sy Exesutive
Departmant. Tharefore, if the oecesion should ever arise that the
Seeretary of the Treasury should ask ihe Fedaral Aeserve to sngage in
foreign exchange cperstions whish in our judgeent were financially une
sound, we would have to vefuse. Un the other hand, the 7ederal Reserve
obviously must operste within the fremework of the established foreiga
finaneial policy of the Upited States. Therefore, even if the Federal
Heserve balisved that cartain operatienw in foreign sxchange ware desir-
abls to protast the dollar, we would refrain from engaging in them if
the Ssoretary of the Yreasury or the ¥ational Adviscory Counoil om Inter-
national Nonetary and Finanoizl Problems advised us that ihe operations
would sonflict with United States foreign finsmelal poliey., Adnittedly,
in the largs area betwest thess sxtremes closs cooperation will be callsd
for to avoid dupliostion of effort or sven somflict between our apsrations

of the Treasury Stabilisation Fund. This coopsration is fmaile
itated by the fast that aperations for both the Treasury and the System
are carried out through the Fedsral Heserve Renk of New Yowk. In addition,
there is dally somsultation betueen the Ireasury and the Federal isserve
on foreign sxshange developamts snd operations. Further sxperience with
thess asperations will provide clearer guldelines thsn we now have for
sakieving maximum sfficisney in meshing the two eperstions. We are fully
svare of the need to work closely with the Treasury to this end,

Finally, these operations are being wndertaken euly after the
most sareful eonsiderstiocr of the questicn of whether Congress hed
sathorised them. Uur gemaral counsel osncluded, after tharoughly stwiy-
ing the question, that Congress hes grauted this awthority. ZThis opinion
was concurred in by the genersl cownsel of the Treasury and the Attornuy
General. IS is truws ihet Whe Federal Ressrve has net used this sathority
for many years. {Under present wewld conditions, however, this suthority

If we are to live up %o ths responsibilities Congrwas
has assigned to the Federal Heserve, we must covtridbute all we reasocably
can %0 the defemse of the doller while solutions are being worked out te

the U, 3, b‘lmiolpwtl.

dincersly yours,

m, MeC. mm, ir.

RLC/JBF /CM: a0

ce:  Mr, Molomy
Mr, Furth
Mr. Young
Kiss Mushlhaus

My, Cardon
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