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November 25, 1929

Dear ¥r. ¥atteson:

.1 acknowledge receipt of your letter of the
22pd linstant} end thank you for the two ocoples of
e preliminery memorandum presonted ot the meet-
ing of the Open Market Investment Committee held
in Y%eshington on November 12th.

Yery truly yours,
(Bagnea] . M. sl e it e

e M. McClellsnd,
Lasistent Secretery

¥Mr. ¥. Ba. Hatteaon, Secretary,
Open Market Investment Committes,
o/o Federal Ressrve Bank,
Hew York, K. Y.
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FEDERAL RESERVE BANK o T
oF NEw YORK
CONFIDENTIAL November 22, 1929

Federal Reserve Board,

Gentlemen:

ttention: MNr. E, M. McClelland

In complience with your telephone request, we are

pleased to enclose herewith, forﬂ;our files, two copies of the
e |
preliminary memopandum}presented at the meeting of the Open

Market Investment Committee held in Wiachington on November 12.

truly yours,

W. B. Matteson,
Secretary, Open Market
Investment Committee

Encls. (2)

ederal Reserve Bank of St. Louis /Q'Qt Ldss 4
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November 22, 1929.

Dear Nr. Matteson:

Reooipt is acknowledged of your leSter °f.,m

Novewber 1’: to Governor Young, enoloains ‘_,
' l 9 f./' bed ATHEI o T o ad { fre i,
sopy of the mima ‘-‘“ £ the msoting of the Open Mar-

mmtca-nmuumtwmmonm
borx 13,

VYory truly yours,

E« X MoClalland,
Asaistant Secretary.

Mr. ¥. B. UaSteson, Secretary,
Open Market Imvestmsnt Comittee,
Tederal Reserve Bank,

Fow Yoxk City, Ne Y.
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Office Corresponcm. g | o Date__. tomtmr 21, 1929
To.® All Members of the Board Subject:

From My, ﬁc Clelland .

% ero 28498

At the meeting this morning, there was ordered circulated the
attached letter from the Secretary of the Open Market Investment . ’
Committee, dated November 19th,\transmitting the minuteﬂof the”/ »,! eSS
meeting of the Committee held here on November 12th, together - 2232 §

with reports considered at thet meeting. 30 é' . Q. :é‘?“'
: af By

&

Govermor Yoyng
Mr. Platt’

Mr. Hamlix:\/// P
¥r. James L

Mr. Cunninghem -
Dr. Millerc————aee.

Mr. Pole\_~"

Please circulate promptly and return to the Secretary's Offices
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FEDERAL RESERVE BANK
ofF New YORK
PBRSUONAL November 12, 1929

Dear Governor Young:

There is enclosed, for your files, copy of the
! /I 2/ > ¢ ;kw&‘supt 323,-4 -3 b S DY NPV S

il

minutesiof the meeting of the Open Market Investmenti Com-
;

mittee held in Washington anﬁgggggggw;QBQtogether with

copies of the preliminary memorandum and the secretary's

report submitted to the committee.

W. B. Matteoon
Secretary, Upen Market
Investment Committee

Honorable Roy A. Young,
Governor, Federal Reserve Board,
Wwashington, D. C.

Enels. (3)

ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis

/ /
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-/ FEDERAL RESERVE BANK Cyrmeatn

ofF NEw YORK

CONFTDEATIAL November 19, 1929

Dear Governor Young:

There is enclosed herewith for your information
e![ / > ﬁ {"? "‘”‘g‘ﬁ’éj ‘i - “j . {" :3 ‘{ A2 *f""é; ;l'y-i‘r‘f:-»:?ﬁr-}
the minutesiof the meeting of the Open Market Investment

Committee held in Washington on November 12, together with
copies of the preliminary memorandum and the secretary!'s

report submitted to the committee. -

ejy truly yours,

W. B. Matteson
Secretary, Open Market
Investment Committee

Honorsble Roy A. Young,
Governor, Federal Reserve Board,
Washington, D. C.

sncls, (3)
Digitized for FRASER

ttp://fraser.stlouisfed.org/
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Since the meeting of the Cemmittee on September 24, the oredit CP

situstion has changed abruptly. There has besn a severe liquidation of credi{_ .«
against lieuritio- upder circumstances which econstitute a serious threat to
business stability at a time when thoro were already indications of a business

receasion, This seems clearly to indicato the need of having the Federal Re- -
serve System do all within its power toward assuring the ready availability of ! (2 L
money for business, at reasonable rates.

In view of these circumstances and for the purpose of avoiding
any increase,and if possible facilitating some reduction, in the total volume
of member bank discournts, the Committes delieves that the System should be
prepared to increase the open market holdings of the Federel reserve banks

through the purchase of bills if they can be acquired in sufficient amounts

without interfering with their present desirable distribution, and if not,
through the purchase of Govermment securities.

It is believed by the Committee ihat this may be done with safety
in the interest of business without the risk that funds so put cut by the Fed-
eral reserve banks would be used to stimmlate any abrormel or unnecessary ex-
pansion of member bank oredit.%] The Comnittee also has in mind the fact that
present conditions may possibly develop to the point where, as an emergency
measure, in the interest of maintaining banking and business stability, it mey

be neceassary quickly to purchase large amgunis of Goverrment securities in order

to aveid any undue -:trina,onoy in oredit.

The ommittes therefore recomsnds that the present limit of -~
$235,000,000 per wesk on the purchass of Covernment securities be removed and i 'C./! ;;
5\ 'j

N e et

that the Committes be authorized im lisu therefor to purchase net to exseed
S/
$200,000,000 of Govermment securities for account of such banks as care to

participate, in order that it might be empowered and prepared to meke purchases

igitized for FRASER
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of Govermment securities as and when it may seem to do necessary for the pur-

poses, or in the contingencies outlined above, but only with the understanding
that thers be a careful current review by the Federal Reserve Board and the
Committes of the conseguences of any such purchases that may be made, and that
another meeting with the Board be held at any time it may seem desirable to
the Board or the Committee, and that in any event there be another such meet-~

ing rot later than the first week in Jamuary.

.,

AT BOARD M OETIN .

/2
Nov E3 1929
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REPORT OF THE SECRETARY OF THZ OPEN MARKET INVESTMENT COMMITTEE
T0 THE MEETING OF THE COMMITTEE AT WASHINGTON ON NOVEMBER 12, 1929

Y

At the time of the last meeting of the Open Market Investment
Committee, which was held at Washington on September 24, 1929, the total
outright holdings of Government securities in the System Special Invest-
ment Account amounted to = = = = = = = = = = = = - & - = = = - <<~ $17,500,000
Since that time purchases of short-term Government securities have
been made for the System Account as foilows:

During the statement week énding September 25, 1929:

Purchased in replacement of sale to the Treasury
of $5,000,000 Fourth 4 1/4s which had been held
temporarily in the System Account - - - - = - === = - =< 5,000,000

During the statement week ending October 30, 1929;

Purchased pursuant to the recommendations con-

e

tained in the report of the Open Market Invest-
ment Committee dated September 24, 1929 - - - - = = = - -~ 25,000,000

During the statement week ending November 6, 1929:

With approval of the Open Market Investment

Committee there was transferred to the System

Account from the purchases which had been made

by the Federal Reserve Bank of New York - - - - - = - = = = 25,000,000

After close of statement week ending November €, 1929:

With apprcval of the Open Market Investment
Committce on November 7, a further transfer
was made to the System Account from the

Federal Rcscrve Bank of New York purchases of = - - - - = = 25,000,000

Tetal holdings in System Account - = === - - = = $97,500,000C

e et

Purchases of Government securitics made by the New York Rescrve Bank
to afford a measure of relief to the situation in the market, rcached an aggre-

gate of $158,000,000. As statcd above, $50,000,000 of the total securities

igitized for FRASER
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purchased have been transferred to the Open Market Investment Account and distri-

buted am>ng perticipating Federal Resesrve Banks, leaving the balance of such pur-

chases held by the Federal Reserve Bank of New York §108,809,950 at the close of

business November 8, made up as follows:

1/47 C/1
3/4% won
/84 »
7/8% "non
1/27 TA
1/270 "o
Yy

PWWWW SN

"

due December 15,
n 15’

larch 15,
June 16,

March 15,
Septenber 15,
Dec ember 15,

Total

1929
1929
1930
1930
1932
1932
1932

1/2% First Liberty Loan bonds
1/4% Fourth Liberty Loan bonds

1

500, 000
3, 562,000
10, 290, 000
17,300, 000
26,301, 900
10, 951, 750
4,904,300
25, 000, 000
10, 000, 000

$108,809, 950

e —___]

The reserve banks participating in the System's Government securities

purchases at present and each bank's rescrve ratio st the close of business

Wednesdey, November 6, 1929, are as follows:

Boston

New York
Philadelphia
Atlanta
Chicago

St. Louis
Dgllas

Reserve

Ratios

85.6%
75,17
59.7%
59.87.
76.3%
70.8%
56.67

The reserve banks which are not perticipating in the System's Government

security purchases at present and each bank's reserve ratio at the close of busines:

Wednesday, November 6, 1929, are as follows:

igitized for FRASER
ttp://fraser.stlouisfed.org/
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Clevelend
Rjchmond
winneapolis
Kansas City
San Francisco

Reserve

Ratios

52,41
66.3%
65.0%
58, 2%
63.47
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The securities which were held temporarily in the System Agcount at
the time of the last meeting of the Open Market Investment Committee, namely,
$8;623,005 par value of various issues of Government securities for the Federa}
Reserve Bank of St. Louis, were repurchased by the 5t., Louis Bank on Qctober 9,

1929.

Participation in System Purchases of Bills
On October 1, 1929, owing to the low reserve position of the Federal
Beserve Bank of Minneapolis it discontinued participation in the System's pur-
chases of bills, until further notice.
Qn November 2, 1929, owing to the low reserve position of the Federal
Reserve Bank of Kansas City it discﬁntinued participaetion in the System's pur-

chases of bills, until further notice.

Attached are statements showing:

Exhibit "A" - Outright holdings of Government securities
by individual Federal reserve banks and
their participation in the System Specisal
Investment Account; also, classification
of issues held in System Account by maturi-
ties, all as of close of business November
8, 1929,

Exhibit "B" - Bills purchased outright by the System by weeks
from December 27, 1928 to October 30, 1929.

Exhibit "C" - Statement showing earning asset holdings of ell
Federal reserve banks November 6, 1929 as
compared with previous week and November 7,
1928: also weekly average of earning assets
from Januery 3, 1929 to November 6, 1929, as
compnred with corresponding period 1928 and
entire year 1928,
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EXHIBIT "A"

STATEMENT SHOWING HOLDINGS OF GOVERNMENT SECURITIES BY FEDERAL“RESERVE BANKS
(Pxcluding Sales Contracts)

Participati~n by Federal

OQutright H-1ldings of Reserve Banks in System

G vernment Securities Speciasl Investment Acct.

by Federal Reserve Banks Government Securities

as at the close of as at the close aof

Business Nov, 8. 1929 Business Nov. 8, 1929 Totels
Boston 3 755,000 3 8,812,000 $ 9,567,000
New York 110, 284, 000 32,537,000 142,821,000
Philadelphia 15,021, 000 9,283,000 24,304,000
Cleveland 15, 548,000 5,181,000 20, 729, C0O0
Richmond 1,152, 000 657, 000 1,809,000
Atlanta 2,618,000 6,226,000 8,844,000
Chicago 19, 937, 000 17, 093,000 37,030,000
St. Louis 8,625,000 6,156,000 14,781, 000
Minneapolis 7,833,000 943,000 8,776,000
Kansas City 3,000 3,060, 000 3,063, 000
Dallas 9,988,000 5,379, 000 15,367,000
San Franciscn 9,710,000 2,173,000 11,883,000

Totals $201, 474, 000 $97, 500, 000 $298, 974, 000

CLASSIFICATION OF ISSUES OF GOVERNMENT SECURITIES
HELD IN THE SYSTEM SPECIAL INVESTMENT ACCOUNT
CLOSE OF BUSINESS NOVELBER 8, 1929

4 1/4%Z C/I due Dec, 15, 1929 $12, 442,000
4 3/4L ™™ " Dec. 15, 1929 32,458, 000
51/8%"" " Mar. 15, 1930 7, 000, 000
4 7/8% %" " June 16, 1930 27, 500, 000
3 1/2%2 TN * Mar, 15, 1932 3,100, 000
31/27 " " Dec, 15, 1932 15,000,000

Tctal $97,500, 000
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EXHIBIT "B" (&)

CLASSIFICATION BY MATURITIES OF BILLS PURCHASED
BY FEDERAL RESTZRVE BANKS IN THEIR RESPECTIVE DISTRICTS
DURING THE PERIOD FROM DECEMBER 27, 1928 TO OCTOBER 30, 1929
(EXCLUDING SALES CONTRACTS)
(000 Omitted)

1-30 days 31~-60 days 61-90 days ng;;$ Total
Boston $ 23,596 $ 25,940 $ ©2,608 $ 2,877 $ 105,021
New York 318,357 126,562 270,180 20,161 735,260
Philadelphia 26,588 17,360 31,006 0 74,954
Cleveland 6,065 3,848 7 4440 0 17,353
Richmond 2,648 3,758 4,973 0 11,379
Atlanta 22,996 4,460 5,863 374 33,693
Chicago 15,702 9,599 5,039 0 30,340
Nallus 12,080 12,800 7,283 4,234 36,397
San Francisco 14,025 28,51€ 32,729 3,068 78,534
Totals $442,055 $232,843 $417,121 $30,712 $1,122,731
s P s
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ZXHIBIT "C"

STATRMNT SHOWING TARNING ASSET HULDINGS OF ALL FZDAPAL RASZRVE BAIKS MOVEUBZR &, 1223 COUPARZD WITH PRZVIOUS WEEK AID NOVAMBER 7, 1923; ALSO WERKLY
AVERAGE OF RATITIS A3SZTS FRQ JRIUARY 3, 1979 TO NOVEMBER 6, 1329, DICLUSIVE, CQLLARZy WITH CyPRZS-QUDLIG PZRIOD 1923 AND ENTIRE YRAR 1928

T 7030 Omitssd)

Bogto New York Ehile, Clevelend Ric'mond Alaita Chicago St, Louls Minn, Kan, City Dallas  Sap Fran. Totals

1,038
Bills Discountnd - Oct. 30 $45,840  $246,122 499,730 3122,972 $53,941 $58,937 $106,292 $54,355  $36,504 $51,749 $31,129 $ 83,423 § 991,
" " Nev, & 37:8546 221,347 108:832 127,627 45:631 60:669 112,184 46,156 32,551 54,322 35,795 108,179 990,880
Net Chan-e 8,294- 24,775~ 9,102+ 4,655+ 8,260= 1,582+ 5,902+ 8,199~ 3,953« 2,574+ 4,666+ 24,742+ 158-
Bills Purcnassl - Oct. 30 13,986 101,318 15,769 40,461 20,064 25,074 46,007 42 4,091 20,168 14,%03 38,003 339,885
" " Rev. 6 12:515 96 :165 12,'572 41:121 19 :574 25,233 47,392 42 3,888 20,583 13,889 26,814 330,374
Net Changs 1,47 5,153« 2,896 666+ 190- 159+ 1,385+ =0- 203- 415+ 1,034~ 1,189~ 9,511~
Government Sezurities - Oct. 30 4,700 158,113 19,075 30,887 1,809 5,053 27,6834 10,454 8,610 1,688 12,582 11,883 292,688
- . Nev, 6 7,077 141,096 21,629 30,887 1,809 6,814 33,258 12,587 8,176 3,083 13,890 11,883 292,749
Net Change 2,311+ 17,017- 2,554+ -0~ -0- 1,761+ 5,424¢ 2,113+ 166+ . 1,315+ 1,308+ -~ 61+
Total Baming Assets - QOct. 30 65,526 520,803 135,698 195,820 15,814 89,114 182,123 64,851 53,461 73,604 58,614 133,314 1,648,742
" ° » Newy, & 58,138 472,358 144,458 201,141 67,364 92,716 194,834 58,765 49,471 77,968 63,554 186,867 1,637,634
Net Change 7,388~ 48,445 8,760+ 5,321+ 8,450~ 3,602+ 12,711« 6,095 3,930- 4,384+ 4,940+ 23,553+ 11,108~
Comparison of Yeekly Average
oL Esrniag Assetp ‘

Jm. 3, 1929 to Nev, 6, 1929 104,589 353,449 118,710 134,811 63,080 80,823 187,371 66,825 39,883 52,807 51,549 129,187 1,366,804
Same period 1928 101,776 393,831 124,118 137,586 62,640 76,120 187,857 65,996 39,525 57,081 49,365 113,959 1,409,024
Eatire Year 1928 104,083 411,684 124,189 144,588 63,767 19,004 195,869 66,926 40,392 58,289 51,438 118,630 1,455,819
Net Change from sems pericd 1938 ° 2,813+ 40,382~ 5,408~ 2,775~ 440+ 4,703 486~ 829 3sse 4,29 1,764 »228% 42,140-
" ” " tire year 1928 506, 58,235~ 5,479- 9,717~ 687- 1,819+ 8,498- 101~ 499 5,463~ : - 2,443 88,935~

Coaparison of Sarping jssets
Novestsr 5, 1929 58,138 472,358 144,458 201,141 67,364 92,716 194,834 58,765 49,471 77,968 63,554 198,867 1,637,634
" 17,1928 82,783 469,458 122,521 163,144 70,296 104,100 220,051 75,503 45,551 80,081 65,922 133,037 1,632,447
Net Camnge 24,645~ 2,900° 21,931+ 37,997+ 2,932- 11,384~ 25,217- 16,738- 3,920+ 2,11% 2,368~ 23,330+ 5,187+
St ARY SYST®M
Bills Discounted for week $ 158
Bille Purchased for week 9,511
Government Securitiss for week 61+
Total Earning Assots for week 11,108~
Coaparison of Weekly Average of Rarning Assots Jan. 3, 1929 to
Hov. &, 1929 with same period 1923 42,140~
Comparison of Weekliy Average of Earning Assets Jan, 3, 1929 to
Nev. 6, 1929 with entire year 1928 88,935~
Coaparison of Zaming Assets Nov, 6, 1323 with Nov, T, 1335 5,137¢
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BILLS PUNCHAS.D OUJRIGHI BY SYS.2' BY ¥:EKS Exhibit "B”
FROM DeC=iBER 27, 192° I0 OCTOBER 30, 1929
(00F Oritted)

INCHEASE or DECREASE Dealers
ir Holdirgs Operations
Including Sales Contracts With
Weeks New York Yew York Sﬁfcu R tm:
Endirg Boston Barks Deal ers Total Prile. {levelard Ricirornd Atlan.a Sricazo Delles  Sen Fran, fotals Operstions @orntig_.. Received - <
Jan, 2 $9,301 § 14,263 § 28,227 § 42,430 § 1,956 -0- -C- € 1,148 ; 1,216 § 966 & 3,021 § 60,098 $12,721- $ 4,912+ $ 1,519 $17,1%
9 15,601 8,624 7,684 16,308 2,928 -0~ 150 - 2,782 504 10,059 48,329 26,633~ 7,258~ 1,557 308
16 8,792 18,089 7,047 25,136 3,058 1,25 547 127 1,727 747 3,297 44,684 10,283~ 4,139+ 5,574 1,422
23 4,605 14,543 10,624 25,167 2,144 539 357 -0~ 1,554 5¢9 1,684 36,559 26,014~ 27,021= 2,51 5,604
30 1,148 14,893 1,1e7 16,000 2,524 -0- 1,134 1,450 230 672 972 24,170 15,620~ 18,609~ 2,852 3,060 .
Feb, 6 1,726 16,870 1,694 18,5¢4 3,155 ne 75 112 883 505 1,298 27,035 17,956~ 24,867~ 2,010 - 2,00
13 550 9,382 5,346 14,728 1,129 1,303 568 125 577 1,069 5,582 25,631 18, 448~ 19,684~ 327 - 5,582
20 816 25,293 5,099 3,392 553 476 250 201 1,088 1,517 2,704 37,997 25,738~ 35,422~ 903 6,257
27 1,564 8,457 705 9,162 769 253 -0- 1,201 1,349 98s 263 15,744 15,273 21,561~ 3, 6a 3,515
Karch 6 1,519 13,256 2,244 15,500 3,311 418 515 405 592 729 1,935 24,984 14,398 29,431= 2,52 4,920
13 6,389 2,018 5,567 7,585 2,124 1,510 150 270 623 1,093 2,539 22,213 12,823 21,543~ 3,515 5,243
20 1,506 9,752 7,508 17,260 1,227 863 469 1,302 25 808 3,294 26,754  35,520- 46,263 2,556 5,459
27 4,701 5,648 12,097 17,745 516 1,424 1,305 657 621 602 3,400 30,9 17,464~ 28,411~ 1,866 17,510
dpril 3 929 9,073 6,584 15,657 1,410 498 275 340 95 1,012 353 20,569 18,573~ 33,724~ 3, M0 6,214
10 1,665 6,752 2,531 1263 1,639  -o- 228 403 14 1,490 592 15,294 13,862- 17,386~ 3, 436 2,85
17 4,281 3,525 2,504 6,029 1,594 2,042 134 778 20 642 28 15,761 13,772~ 16,290~ 4,739 3,74
24 2,89¢ 8,321 a6 2,737 2,554 -0- 25 1,214 218 722 238 16,304 2,116+ 148+ 2,41 3,557
Kay 1 3,050 13,843 2,654 22,497 2,387 o A= 524 539 T4 1,036 3n, 747 2C,347+ 29,246+ 1,904 3,653
8 1,442 7,408 191 7,599 1,689 250 278 1,237 192 1,132 1,698 . 15,567  13,132= 13, 240~ 2,311 1,75
15 3,230 4,85 9,634 14,019 1,399 8 101 761 728 1,682 323 22,251 8,159~ 11,074~ 2,080 2,904
22 1,742 6,362 11,898 18,280 1,623 -re 400 £50 23n 1,308 1,626 26,459 5,063= 8,121~ 1,884 2,21
29 1,442 3,834 6,390 10,224 1,946 502 100 go¢ 1,480 1,101 1,742 19,343 15,9%3- 20,067~ 4,747 2,403
June 5 1,594 4,856 2,902 7,758 2,113 -0~ 200 1,145 204 518 847 14,379 4,566+ 5,172- 5,083 3,203
12 1,040 4,008 1,355 5,363 2,1m -C- 225 391 m 969 748 11,884 6,402+ 1,370+ 6,212 2,082
19 114 2,20 2,883 5,693 991 792 -0- w0s 450 £54 1,769 10, 766 22,822~ 27,085- 3,000 4,900
26 339 4,574 945 5,319 &r7 1,05¢ 315 178 643 &4 769 10,367 762 hi193- 2347 4945
Juy 3 1,686 15 6,606 6,621 1,05 -2- -0~ 531 629 618 354 11,744 3,292- 2,917- 2,080 10,463
10 pron . 1,270 1,270 45 -C- -0- 631 5¢ 72¢ ~0- 2,936 2,137~ 7,946~ 3,836 27
It 604 847 lo- 847 124 0= - 729 ) 1,210 700 4,244 1,793+ 1,662+ 7,227 2,913
24 598 1,575 8,654 10,229 m -0- 453 575 226 1,125 863 15,151 1,426~ 1,204+ 2,646 6,818
3 B64 4831 o= 4,351 588 -C- 147 238 51 50¢ 598 4,187 6,137+ 5,725+ 4, 785 1,n5
aig. 1 720 3,031 0= 3,031 1,090 -0- -0~ 14 470 290 638 5,912 2,361+ 4,591+ 391 2,083
14 4,857 2,038 6,707 4,745 1,356 -C- 380 343 1,026 738 1,737 19,504 52,877+ 38,727« 2,938 4,853
21 2,281 3,929 2,819 6,748 1,556 104 -c- s54 1,350 825 2,n¢ 16,410 3,949+ 14,252+ N 4,123
28 2,686 6,585 5,926 12,511 3,644 592 i3 1,06¢C 217 514 2,492 25,807 17,515+ 24,377+ 3,824 1,323
Sent, 4 1,411 2,919 8,265 11,134 1,956 1,1%C oy 1,369 224 195 2,069 20,690 21,232« 26,402+ 1,125 1,403
1 1,334 16,779 21,400 28,210 2,025 -0= 350 2,089 42 14 R4S 46,113 32,231+ 39,313+ 5,645 3,252
18 1,131 13,090 15,974 27,064 2,202 220 16¢ 1,140 631 501 1,839 34,868 17,403« 18,874+ 5,733 a,gzg
25 357 16,556 5,151 21,707 2,304 75 358 208 614 1,041 2,314 28,978 20,257+ 22,831+ 6,220 2,
Oct. 2 1,014 14113 52,986 67,099 2,938 an €5 682 476 e 2,47 15,93 34,254 53,834 hom 2
9 1,125 9,828 41,463 51,291 1,981 -n= 16¢ 2,192 1,970 636 2,789 62,800 4,065+ 10,333+ 1,516 1,557
16 962 15,966 18,963 32,929 1,%45 4fn -0 1,47 551 37 2,334 41,297 24,536+ 26,959+ 3,457 4,310
25 1,744 2,323 30,092 32,415 352 551 315 L a8 are 757 733 39,434 22,8464 19,273+ 10,067 34299
3¢ 5 o5 Q- __6,053 28 __=¢- %5 __ ¢ "¢ 24 1,013 9,860 _22,233- 3, 9% 6,629 3,124

DOIALS  $105,021  §357,117  $375,143  §735,26% $74,954 $17,353 11,079 §29,433 §a0,540 435,397 377,034 31,122,731 §102,526- $149,3385- $#150,020 $201,42]
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CONF IDENTIAL November 11, 1929

PRELIMINARY MEMORANDUM FOR THE
OPEN MARKET INVESTMENT COMMITTEE

At the lest meeting of the conmittee on September 24 the following
resolution was adopted and epproved by the Federal Reserve Board:

"The Committee has reviewed a preliminary memorandum
and current credit conditioms,

"During the past eighteen months interest rates in
this country have gradually risen and money, especially for
new undertakings, has become more difficult to obtain. While
business continues at a high level, there are some indications
of a possible impending recession.

"Rates in many foreign centers have risen even more
markedly and the loss of reserves of central banks threatens
further increases in rates and probable curtailment of Europe's
capacity to buy this country's products.

nIn accordance with the System policy adopted on
August 8th seasonal requirements for Federal reserve credit
have been met by bill purchases, and in fact such purchases
have been sufficient to reduce rediscounts to some extent.

"For the purpose of avoiding any increase and, if
possible, facilitating some further reduction in the total
volume of member bank discounts during the fall season, if
this can be done without stimulating unnecessary or abnormal
expansion of member bank credit, the Committee favors a further
increase of the open market holdings of the Federal reserve
banks. It favors an increase of these holdings by the contin-
ued purchase of bills if they can be obtained in sufficient
amounts to accomplish this purpose. If bills cannot be ob-
tained in sufficient amounts without interfering with the
present desirable distribution, it favors the purchase of
Government certificates of the short maturities.

"The Committee therefore recommends that it be
authorized to purchase not to exceed $25,000,000 a week of
such certificates for account of such banks as care to par-
ticipate, with the understanding that such purchases be made
only under the conditions abovs stated, and with the further
understanding that there be careful current review of the
consequences of such purchases, in order that there may be
another meeting with the Board at any time that that may seem
advisable either to the Board or to the Cormittes. In any
event, the Committee feels that there should be another such
meeting not later than November 1lst."

Since that meeting the following changes have occurred in System

holdings of bankers acceptances and government securities.
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(In Millions)

Week Change Governmasnt Change
Ended Acceptances in Week Securities in Week
Sept. 25 264 + 23 152 ~ 28
Oct. 2 323 + 59 146 - 6
Oct. 9 333 + 10 © 141 - 5
Oct., 16 360 + 27 138 - 3
Oct. 23 379 + 19 136 - 2
Oct. 30 340 - 39 293 +157
Nov. 6 330 ~ 10 293 -

Up until mid-October acceptances were offered in sufficient volumes to
meet System requirements, but from thon on offerings werc small due to demand from
othor buyers, and it was necsssary to increase holdings of govermment sccurities to
achieve the end in view.

The changes in holdings of acceptances and government securities and
bills discounted as comparcd with the estimated seasonal requirement for Federal
reserve credit are shown in the attached chart. It indicates that until the
latter part of October purchases of bills and governments were more than sufficient
to meet seasonal needs for Federal reserve funds and bills discounted declined
somewhat,

In the period up to the middle of October the poiicies pursued were as
successful as could have besn anticipated. The decline in discounts was followed
by easier money rates in New York. The bond market strengthened and, influsnced
as well by higher money rates abroad, foreign exchange rates rocovered to a point
where gold exports began.

In the past three woesks the whole credit situation has been changed by &
violent d=cline of stock prices. The result has been a reversal of the credit
trends which had continued for two years, ~ and the Federal Resserve System now
faces a very different credit situation from that which prevailed a few weeks ago.
The major changes in the situation may be summarized as follows:

{1) The demand for credit for speculative use which

for two vears made necessary a systzm policy of protecting its
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credit, has subsided.

(2) The conversion of over a billion dollars of

brokers loans from other sccount to bank loans has placed a

congiderable strain upon member banks and increased their bor-

rowing at the Reserve bank to a total of over $900,000,000.

(3) Business activity has continued to show some

recession and there is a threat of fufthar recession due in

part to some destruction of purchasing power and a disturbed

business psychology due to stock market liquidation,

These changes have taken place with great rapidity. For some days, in
fact, the credit situation in New York appeared to be at a critical stage due to
the huge burden thrown upon the New York City banks vhen other lenders in the
Stock Exchange money market suddenly withdrew their funds and borrowers resorted
to the New York City banks., This occurred at a time when the security market
was going through a panic which might easily have spread more generally to the
banking situation. Tt was in these circumstances that the Federal Reserve Bank
of New York on Octobsr 29 purchased about $100,000,000 of securities in order to
make funds freely available to the money market thus to minimize the possibility
of an advance in rates which would have added materially to the difficulties of
the situation. The daily changes are shown on the attached table.

In the following two weeks portions of these security purchases were
turned over to the special investment account to make up the $25,000,000 a week
of security purchases agreed upon at the last meeting of the committee and by the
Tederal Reserve Board in the event that bills could not be purchased in sufficient
amount.

Seasonal Expectation. The seasonal expectation in the demand for Federal

reserve credit is that this demand will remain relatively constant until the last
week in November, and between that time and the end of the year it will increase

nearly £300,000,000 due largely to Christmas currency rcequirements. In the
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absence of open market operations it might be anticipated that this demend would
lead to an increase in rediscounts of member banks from about $900,000,000 at
pressnt to about $1,200,000,000. Such a change would ordinarily be accompanied
by somevhat more stringent money conditions. After the end of the year it might
be expected that the requirement for Federal reservc credit would decrease between
$400,000,000 and $500,000,000. A part of the decresase after the first of the
year would be absorbed by partial liquidation of the System's portfolio of bankers
acceptances, and the remainder would bc teken up by reductions in rediscounts or
in holdings of Govermmcnt sscurities.

Condition of the Bill Market. The shift of funds from call loans to

other cmployment has beon accompanied by a largely increased demand for Bankers
accaptances &s a conssquencc of which few bills have rocontly been offered to the
reserve banks and total bill holdings have declined during a period when an in-
crease is usual. The present prospcct appears to be that this invesiment demand
for bills will continue for samc woeks and the Reserve System is likely to receive
less than the usual offerings, so that little increase in the open markct port-

folio is to be anticipated from this source.
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Stork Prices, Brokere Loans, ard Federal Remerve Bank Credit

fDoizar fiurea in millionm; chargem are shown from previous day)

Loans to Brokers and Dealera

Renerve Fequirements
New York City Banks

Foederal Reserve Bank of New York

¥S1e ¥ Owr. Out-of-town u. 8. Total Bills
Price Index Account Banks Otrers Total Discounts Governments Bille & Sscurities
"ate Actual Crange | Actusl Change | Actuel Chapnge | Actual Change | Actual Change Actual Change Actual Change |Actual Change [Actual Change | Actual Changs
Oct, 9 (Wed.) 240.4 $1036 1207 $2308 $6831 4699 $131 822 $102 $260
10 244,17 4+ 4,3 1029 + 3 1797 - 10 31962 - 2 6798 -3 702 + 3 132 + 1 13 - 9 83 - 19 240 - 28
11 244,3 - 0.4 1109 + 70 1804 + 1 31953 - 9 6866 + 68 112 + 10 213 + 81 13 0 92 + 9 330 +°
12 Yoliday :
14 22,6 - 1.7 1183 + 74 1790 - 14 1940 - 13 6913 + 47 né + 4 179 - 34 14 + 1 92 0 29 - 32
15 2406 - 2.0 1185 + 2 1812 + 22 2918 - 25 6912 - 1 9 + 3 12¢ -5 11 + 3 121 + 29 283 - 15
16 (Wed.) 232,2 - 8.4 1161 - 24 1829 + 27 3922 + 1 6921 4 9 120 + 1 130 + 2 19 + 2 112 - 9 21 -
Change for Week - 8.2 4125 + 32 - 66 + 90 421 - 1 . 3 + 10 +
17 236.0 + 1.8 1122 -39 1%¢2 + 24 3915 - 1 $901 - 20 721 + 1 121 - 9 13 - 107 - 8 P14 -2
18 229.2 - 6.8 1136 + 14 1836 - 27 3919 + 4 6891 - 10 708 -13 113 - 8 12 -1 9. -8 241 - 16
19 2226 - 6.6 1140 + 4 1832 - 4 1922 + 3 6t9s + 4 699 -9 130 +17 12 0 1)1 - 18 249 + 8
2 220.4 - 2,2 1213 + 13 1817 - 15 386a - 58 6895 0 730 + 31 13 + 1 4 4+ 2 9 +12 254 L B 1
22 224,17 4+ 4.3 1167 - 46 1785 - 32 3844 - 20 6796 - 9 723 -1 133 + 2 15 4+ 1 102 + 9 267 +13
23 (Wed.) 11,3 -13.4 1147 - 20 1741 - 44 3865 4+ 2 6753 - 43 724 + 1 107 - 26 16 + 1 124+ 22 264 - 3
Charye for Week -20.9 - 14 - 98 - 51 - 168 + 4 - 23 - 3 + 1 - 13
24 204.7 -« 6.6 1269 +122 1654 - 87 3728 - 137 6651 - 102 745 +2 131 + 24 11 + 1 100 - 24 265 + 1
25 207.3 4+ 2.6 1484 +215 1512 -142 3415 - 23 6411 - 240 776 + 31 161 + 30 29 +¢12 " - 6 3o + 3
26 206.0 - 1.2 1494 + 10 1511 -1 3411 - 4 6417 + 6 7617 -9 213 + 52 29 0 95 + 1 153 + 52
28 180,71 -25.4 1414 - 80 1470 -4 3322 - 8 6206 - 21 778 +11 126 -8 3¢ + 9 90 -5 an - 82
23 162.2 -18.5 1951 +527 1238 -222 2834 - 488 6023 - 183 877 +99 194 + 60 120 + 82 9 + 1 422 +18
30 (Wed.) 182.7  420.5 2131 +180 1011 -221 2487 - 347 5628 - 325 328 + 48 246 +5 151 + 31 101 + 1 523 + ¥
Crenge for Week -28,6 +)84 =720 -1378 -1129 +201 +13 +14) -
k)Y 152,27 + 3.5 1911 -220 €5 - 26 2433 - 54 5329 - 239 925 0 228 -1 169  +12 +11% + 1 530 + 4
Nov, 1 1946 + 35 953 - 32 2387 - 4 5287 - 42 929 + 4 222 - ¢ 145 - 24 102 - 14 V1) - 44
2 1931 - 15 959 + 6 2398 + 11 5288 + 1 915 - 14 228 + 3 145 0 101 - 1 486 + 2 ‘
4 1821 -10. 1725 -206 939 + 40 2392 - 6 5116 - 172 897 - 18 204 -2 144 -1 92 -9 456 - 30 f
5 Holiday
6 (Wed.) 164.1 -18,0 1589 -136 969 - 30 2421 + 4379 - 13 890 - 221 +11 140 4 % + 4 412 + )¢
Charge for heek S1.K4 -542 - 42 - 66 - 64 - 35 - 25 =11 - 3 —
1 170.1 + 6.0 1550 -39 905 - 64 2356 - 65 4011 - 16 882 169 52 129 -1 94 - 2 05 - 67

* 1929 high ~ 253.5 on September 7
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PHELLLNALY GENGRALDUL FOR THE
OPEN MARKET INVESTUENT CUMUITTEE

At the last meeting of the committee on September 24 the following
resolution was adopted and approved by the Federal Reserve Doards

"The Committee has reviewed a gs?liminary memorandum
and current credit conditicns,

"During the past eighteen months interest rates in
this country have gradually risen and money, especially for
new undertakings, has become more difficult to obtain. While
business continues at a high level, there are some indica-
tions of a possible impending recession.

"Hates in many foreign centers have risen even more
markedly and the loss of reserves of central banks threatens
further increases in rates and probable curtailment of Iurope's
capacity to buy this country's products.

"In accordance with the System policy adopted on August
8th seasonal reouirements for Federal reserve credit have been
N met by bill purchases, and in fact such purchases have been
(/f \ sufficient to reduce rediscounts to some extent.

V
\ “for the purpose of avoiding any increase and, if posgsible,
e facilitating some further reduction in the total volume of

member bank discounts during the fall season, if this can be
done without stimulating unneccessary or abnormal expansion of
member bank credit, the Committee favors a further increase
of the open market holdings of the Federal reserve banks. It
favors an increase of thegse holdings by the continued purchase
of bills if they can be obtained in sufficient amounts to
accomplish this purpose. If bills cannot be obtained in suf-
ficient amounts without interfering with the present desirable
distribution, it favors the purchase of Govemnment certificates
of the short maturities,

"The Committee therefore recommends that it be author-
ized to purchase not to exceed $25,000,000 a week of such
certificates for account of such banks as care to participate,
with the understandins that such purchases be made only under
the conditions above stated, and with the further understanding
that there be careful current review of the consequences of
such purchases, in order that there may be another meeting
with the Board at any time that that mzy seem advisable either
to the Board or to the Committee., In any event, tne Commit-
tee feels tnat there should be another such meeting not later
tiaan Novembar lst.”

Since that meeting the following changes have occurred in System

holdings of bankers acceptances and government securities.
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heek mnded Acceptances Change in Week Government Securities  Cnznge in
lieek
Sept. 25 264 + 23 182 - 26
Oct, 2 323 + 59 146 - B
n 9 333 + 10 141 - b
v 186 560 + °7 138 - 3
u 23 379 + 19 136 - 2
n 30 340 - 39 293 + 157
Hov,e 6 330 - 10 - 295 -

Up until mdd-October acceptances were offered in sufficient volumes to
meet System requirements, but from then on offerings were small due to demand
from otiaer buyers, and it was necessary to increase holdings of government
securities to achieve the end in view.

fne chanres in holdings of acceptances and government securities and

bills discounted as compared with the estimated seasonal requirement for Fedéral
reserve credit are shown in the attached chart. It indicates that until the
latter vart of October purchases of bills and governments were more than suffi-
cient to meet seasonal needs for Federal reserve funds and bills discounted
declined somewhat.

In the period up to the middle of October the policies pursued were
as successful as could have been anticipated. The decline in discounts was
followed by easier money rates in llew York. The bond market strengtnened and;
influenced as well by ihigaer money rates abroad, foreijn exchange rates recov-
ared to a point where gold exports began.

In the past three weeks the whole credit situation has been changed
by a violent decline of stock prices. The result has been a reversal of the
credit trends which had continued for two years, — and the Federal Reserve
Yysten now faces a very different credit situation from that which prevailed a
few weeks ago. The major changes in the situation may be summarized as follows:

(1) The demand for credit for speculative use wiich for two years
made necessary a system policy of protecting its credit , has subsided.
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(2) The conversion of over a billion dollars of brokers loans from
other account to bank loans has placed a considerable strain upon member bauxs
and increased their borrowing abt the Reserve baig to a total of over $900,009,000.,

(3) Dusiness activity has continued to show some recession and
there is a threat of further recession due in part to some destructioa of pur-
caasing power and a disturbed business psychology due to stock market liquida-
tion.

These changes have taken place with great rapidity. ror some deys,
in fact, the credit situation in New York appeared to be at a critical stage
due to the hure burden thrown upon the Kew York Uity bancs when other lencers
in the Stock kxchange money market suddenly withdrew tiheir funds and borrowers
resorted to the Wew York Uity baniks. This occurred at a time when the secur-
ity market was going tnrougn a panic which might easily have spread more gener-—

ally to the banking situation. It was in these circumstances that the Federal

%

Reserve Bank of lew York on October 29 purcn d apout wluO OJO 90
M@ ’ - zic

d ~
ities in order to make funds freely available tp the
M&’izmﬁﬂ C,é I ANy (/LL&'M& (!‘?‘wf' W j

- - o —— _»._—unl

The daily chanzes Tneieestsswsiies cre shown on the attacned table.
In the following two weeks portions of tuese cecurity purchases were \\\\‘

turned over to the special investment account to make up the $25,000,000 a

week of security purchases agreed upon at the last meeting of the committee

and by the Federal Reserve Soard in the event that pills could not be purchased

in sufficient amount.
Seasonal Lipectation. Tne seasonal expectation in the demand for

Federal reserve credit is that this demand will remain relatively constant

until th: last week in iiovember, and between that time and the end of the year

it will increase nearly ;200,000,000 due larzely to Christmas currency recuire-

ments. In the absence of open market operations it might be anticipated that

this demand would lead to an increase in redigcounts of member banks from about
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$900,000,000 at present to about §l,200,000,000, Such a change would ordinarily
be accompanied by somewhat more stringent money conditions, After the end of
the year it might be expected that the requirement for Federal reserve credit
would decrease between $400,000,000 and 500,000,000, A part of the decrease
after the first of the year would be absorbed by partial licuidation of the
system's portfolio of bankers acceptances, and tne remainder would be taken up
by reductions in rediscounts or in holdings of Government securities.

Condition of tne Bill Market, The shiit of funds from call loans

to other employment has been accompanied by a largely increased demand for
bankers acceptances as a conseguence of which few bills have recently been
offered to the reserve banks and total bill holdings have declined during a
period when an increase is usual. The present prospect appears to be that
this investment demand for bills will continue for some weeks and tihe Reserve
System is likely to receive less than the usual offerings, so that little

increase in the open market portfolio is to be anticipated from tals source.
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(Deoimr fagures in miilicnm; cnerryen sre shown from previous day)

Loars to Broxers and Dealers

Reserve Fequiremente
New Yorz City Bankse

Federaf Ressrve Bank of New Yerk

*8to~k Own Qut-of-tcwn U. 8. To<al Bills
Price Index Account Barks Gtrere Total Discounts Governments Bille & Securitise
Date Actual Change | Actual Change | Actual Change | Actusl Change |Actual Change Actual Change Actual Change {Actual Change |Actusl Chamge | Ac:.al Crange
. 9 (ved.) 240.4 $1026 $1207 $3588 $6831 3699 $131 $22 4102 L6t
10 244,17 4+ 43 1029 + 3 1797 - 10 31962 3 6778 - 33 702 + 3 122 + 1 13 -9 83 -1 |2 - 28
n 244,.3 - 0.4 1109 + 70 1804 + 7 3953 - 3 6866 + 68 712 + 10 213 + 8 13 0 92 + 9 20 + 90
12 Holiday !
14 242,6 - 1.7 1183 + 74 1790 - 14 21940 - 11 6313 + 47 716 + 4 179 - 34 14 + 1 92 0o . 298 - 22
15 240.6 - 2.0 1185 + 2 1012 4+ 22 315 - 25 6912 -1 719 + 3 128 -5 17 + 3 121 4+ 29 283 - 15
16 (Wed.) 232.2  --8.4 1161 - 24 1839 + 27 3922 + 1 6921 4+ 3 720 + 1 130 + 2 19 4+ 3 112 - 9 271 - 6
~ringe for Week - 8.2 4125 + 12 - 66 + 30 + 21 -1 - 3 + + 9
17 236,00 <+ 3.8 1122 -39 18€3 + 24 1915 - 7 6301 - 26 m2l + 1 121 -9 13 - 107 - %‘ 257 - 20
a8 229.2 - 6.2 1136 +14 1836 - 27 919 + 4 6835 - 10 7c8 - 12 113 - 8 12 -1 9 -8 241 - 16
1y 222.6 -+ 6.6 1140 + 4 1822 - 4 3922 + 3 6895 + 4 699 -9 120 +17 12 0 a1 - 18 243 + 8
a 220.4 - 2,2 1213 + 73 1817 - 1f 18¢c4 - 58 6835 ) 730 + 3 bEH! + 1 14 ¢+ 2 ” <+12 254 + 5
22 224.7 4 4.3 1167 - 46 1785 - 32 3044 - 20 6736 - 33 723 -1 133 + 2 15 4+ 1 102 <+ 9 267 +13
23 (Wea.) 211.3  -13.4 | 1147 - 20 1741 - 44 365+ 21 | 6753 - 43 724 + 1 107 - 2 16+ 126 ¢ % 264 -3
T\ for Week =20.9 - 14 - - 57 - 168 + 4 -3 -3 < - 13
56 204.7 - 6.6 1269 4122 1654 - &7 3728 - 117 6651 - 102 745 + 21 131 + 24 17 4+ 1 00 - 24 265 + 1
4] 207.3 4+ 2.6 | 1484 +215 1512 -142 3415 - 313 6411 . 240 77 + 31 161 + 30 29 +12 " . & 301 + 26
2% 206.1 - 1.2 1494 + 10 1511 -1 3411 - 4 6417 + 6 767 -9 213 + 52 29 [} 95 + 1 353 + 52
28 180,7 -25.4 | 1414 . B0 14C - 4 2222 - 83 | 6206 - 2ii 778 411 126 - 87 8+ 9 % -5 m - 82
29 162.2 -18.5 1951 4537 238 =232 2824 - 428 6023 - 182 L + 39 194 + 68 120 + 82 N + 3 422 +151
) Wed. 182.9 +20.5 | 213 +180 1011 -227 2427 - 247 | 5628 - 238 225 4 48 246 +5 157 +3 100 +19 | s + 99
L r Wook -28.¢ +984 -730 -1378 -il25 +201 413 4141 -% +257
)} 192.2 ¢+ 3.5 1911 =220 JES - 26 2433 - 54 5329 - 23 925 [} 228 -1 169 + 12 118 419 520 + 9
D | 1946 + 35 952 - 22 2187 - 4 5287 - 42 929 + 4 222 - 6 145 - 24 102 -4 484 - 4
ra 1931 - 15 357+ % 2398+ 11 | s2re 4 2 N5 - 14 225 + 3 145 [ 100 - X | 4% + 2
4 182.1  -l0.3 1725 =206 939 + 40 2132 - b 5116 - 172 297 - 18 204 - 21 144 e 1 92 - ¥ 456 - 30
$§ Heliday
6 (wed,) 164.1  -18.0 1589 <136 969 - 30 2421 + 2 4379 - 13y 830 - 1 221 +11 140 - 4 % <+ & 472 + 16
T -age fer Week 108 -542 - 42 66 649 -_35 - 25 - 17 - - 49
7 170.1 + 6.0 1550 - 39 305 Y 2356 - 65 4 - 168 882 - 8 169 - 52 129 1 9% - 2 405 - 67

* 1)29 high - 253.5 on September 7
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September 30, 1529

Dear Lootor Burgesas!

Complying with the request contained in
your letter of Septembar 231th) sddressed to
Governor Young, I would advise that the cor-
rection to whioh you oall attention has been z/; %7’ élaa;a4 7332, i»”
made in the copies of the minutes of the meet

Jf £, 'i e bt g A d.
ingz of the Open Market Investmeni Committee, had oo
held sn September 24, 1928,

Very truly yours,

Je« Co Noell,
Assistant Seoretary

Mr. %. Randolph Burgess, Aoting Seoretary,
Open Market Investment Committee,
o/o Federal Reserve Bank,
New York, N. Y.

igitized for FRASER
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FEDERAL RESERVE BANK
ofF NEw YORK
PEQSQNAL AND
CONFIDENTIAL September 28, 1929

Dear Governor Young:

We find that a typographical error was made in

thgwgiggﬁggm;f the Opett Market Investment Committee meet-
ing. On pége 2, in ﬁhe third line of the second para-
graph, the phrase "such banks as can participate" should
read, "such banks as care to participate." Will you

pléase have this change made in your cop9’€% the minutes.

Very truly yours,

W.,Randolphfggrgé%s ‘

Acting Secretary,
Open Market Investment
Committee

Honorable R. A. Young,

Governor, Federal Reserve Board,
Washington, D. C.

MWQ%/W
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Septenber 27, 1929

Mkr; Burgessi

Mc -m uknarl“gc receipt of you
: 284> oulaam. for the

on Septembder 24thj also ocoples of the preliminary
mmdnn on the oredit situation end the
secretary’s npﬂrh

My thanks for your prompt astiom.

Youre very truly,

a’ Aﬁ Yotlﬂ‘ *
Joverner

Dre We Bandolph Burgess, Acting Seoretary,
Open Market Investment Cowmittes,

o/c TFedesa) Beserve Bank,

'“ YM, " YO

& 17y Y I
ainutes 6? the //'*‘ 7 Tfwed 2
Mlﬂ: U ﬁo Opon ilrht 1iv8 Committee ‘7
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ELEAL RE.  PRCGHPTLY, INITIAL AND Rk.JRWN s SECGRETARY's vaeriul
\CZOV Young Mr. Hamlin Mr. James
r. Flatt r,Miller Mr Cunningham ;- Mr. Pole

FEDERAL RESERVE BAN Rt

oF NEw York

September 26, 1929.
PERSONAL L

~ Dear Governor Young:

I am enclosmg herewith for your files copy of the

Ynthfn 3 fides 333,20 -2 Faiol Boortes
mlnutes of the meetlng of the Upen Market Investment Committee

et e g e

on September 24,} together with a preliminary memorandum on the

credit situation and the secretary's report which were submitted

to the Committes.

Very truly yours,

V. Randolph Burgess
Acting Secretary
Open Market Investment Committee.

Honorable Roy A, Youhg,

Governor, Federal Reserve Board,
Washington, D. C.

Eacl. (3)

/w W TR 4‘{““/

) 3-3 él?Z:?Z?

AsR. Oond 9,/”'7/?*7
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FEDERAL RESERVE BANK

oF NEw York AN

CONFIDENTIAL September 26, 1929

Dear Governor Young:

1 am en01031ng herewith for your files copy of the

7/ lfy)"’ﬂlww.aﬁ? '1 3.? ﬂf ){}‘nﬂnvt;,‘h
minuteq}of<the frieeting of the Open Market Investment Committee

on September 24, together with a preliminary memorandum on the
credit situation and ihe Secretary's report, which were sub-
mitted to the Committee.

Very truly yours,-

A irs [

W. Randolph Burgess
: Acting Secretary, Open Market
Investment Committee

Honorable Roy A. Young,
Governor, Federal Reserve Board,
Washington, D. C.

Encls,. (3)

PR "7/7’ 7
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REPORT OF THE SECRETARY OF THE OPEN MARKET INVESTMENT COMMITTEE
THE MEETING OF T. IT N _SEP ER 24, 1929

——
At the time of the last meeting of the Open Market Investment

Committee which was held in Washington during the uovernors' Conference
on April 1, 1929, the total outright holdings of vovernment securities

in the System Special Investment Account amounted to -.- = «» $40,000,000
During the period Aprii 12 to April 24, 1929, sales were made

from the Account as follows:

Sales to the market - - = - - - -, - - $17,000,000
Sales to the Treasury, account Surplus Money __ 5, 500,000 ggigggiggg

These sales reduced the total outright holdings in

the Account at the close of business April 24, 1929 to - - - $17,500,000

No further saies of short-term Government securities from
holdings in the System Account have been made since April 24, 1929,

However, there have been several blocks of securities takem
over temporarily into the System Account from the outrizht holdings of
other Federal reserve banks since the last Committee meeting, most of
which have been either repurchased by the respective Federal reserve
bank or, at its request, the securities have been sold to the market or
to the Treasury.

At the present time the temporary holdings in the Systém Ac-
count consist of $8,625,000 par value of various issues of Uovernment
securities which are being held temporarily.for the Federal Reserve
Bank of St. Louis and which bring the total amount of holdings in the

System Account up 0 = = « = = = = @ @ = 4 o oo .. - - - = $26,125,000

igitized for FRASER
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Preliminary ldemorandum for the Opeh Market Investment Committee

September 24, 1929,

At a meeting of the Governors of all Federal reserve banks at
Washington, D. C., on August 7 and 8,.the following}resolufion was adopted:

"It is the judgment of the Governors that the demand
for increased credit incident to the autumn requirements of
crop moving and business should be met, so far as possible,
by an increase of the bill portfolio of such banks as care
to participate in bill purchases.

"The Governors are also of the opinion that this pro-
cedure cen best and most safely be undertaken, and with
least risk of abuse in the use of Federal Reserve credit,
under the protection of an effective discount rate in the
New York distriet.

"They are further led to this conclusion by the ex-
pressed belief that an increase in the discount rate of
the Federal Reserve Bank of New York would necessitate
inereases in few, if any, of the other Federal reserve
banks during the period of seasonal business demand; and
the desire of the directors and officers of all other Re-
serve banks to avoid increases, if possible. It is,
thercefore, recommended that the Reserve Board act favorably
on any application that may be made by the Federal Reserve
Bank of New York for an increase in its existing rate.”

This resolution was approved by the Federal Reserve Board and on
August 8 the Federal Reserve Bank of New York raised its discount rate from five
to six per cent and reduced its buying rate for bills from 5 1/4 to 5 1/8 per
cent.

In the six wecks which have elapsed since the adoption of the program,
secasonal demands for Fed¢ral reserve crcdit -have been entirely met by increases
in holdings of bankers acceptances by the Federal rescrve banks.  In fact, from
the statcment of August 7 to that of September 18, the total smount of Federal
rescrve credit outstanding has increased $57,000,000, the amount of bankers ac-
ceptances held has increased $162,000,000, discounts of member banks have
decreased $130,000,000, and holdings of government securities have increased

$20,000,000, due to an inerease in holdings of securities under sales contract.

Digitized for FRASER
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The statonent for September 18 shows  total bills discounted of £$934,000,000,
equivalent to 68.5% of total bills and securitics, compared with $1,064,000,000
on August 7, equal to 81% of total bills and sceurities.

The accompanying diagrar: shows that the increase in the total of
Foderal reserve credit since the last week of July, when the seasonal expansion
normally begins, has been in accordance with the normally to be expccted increase
on the basis of previous experience.

A second diagram shows the changes in System holdings of bankers accep-
tances for the past three years, end shows that during August System holdings
increased more rapidly than last year, put since then have about kept pace with
the figures for the past two years. During current weeck, however, there appsars
to have been a noticeable decline in the rate of increase in bill holdings.

It is still early to pass judgument fully on the effects of the policies
adopted. The irmediate psychological effect of the rate change passcd quickly.
Since then there has been some evidence that the econouic consequences of these
policies may be of considerably greater importance.

Effects on Money Rates The following table compares Open narket

money rates on September 23 with corresponding rates in the first woeek of August
and indicates that oexcept for a slightly fitmer tendency in commercial paper end
in tine money there has been no appreciable change in interest rates.

Moncy Rates at New York

First Wesk

August 1929 Sept. 20, 1929

Stock Exciaenge czll loans 8 - 12 8
Stock Exchange 90-day loens 8 3/a - 9 9
Prime coumercisl paper 6 6 1/4
Bills - 90-day unindorsed 51/8 51/8
customers' rates on cormerecisl loans * 6,00 6.07
Trecsury certificetes and notus

Moturing December 195 4,99 4,54

M=turing March 15 4,56 4,51
Fed. Res. Bk. of New York rediscount rate 5] 6
Fed. Res. Bk. of New York

buying rate for 90-day bills 51/4 5 1/8

* Average rate of lecding banks at middle of August; July rete 5.80

igitized for FRASER
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An analysis of the rates actually charged by commercial tanks to their
commercial customers in the second distriet indicates practiecally no change in
the rates charged by vanks outside of New York City which are generally uaniform
at 6 per cent. In the cities 6% is the commonest rate. 4 slight movement up-
ward ig shown in the faet that fewer loans are made at o 1/2 and 5 3/4 per cent,
and possibly a few more are made at rates above 6 per cent. Thus the average of
rates is fractionally higher on that account, continuing an upward tcndency which
has been reflected in an increase month by month from 5.50 per cent in February
to 6.07 in Septamber, as indicated by reporte of ten New York City banks.

Effect in Mewber Bank Position Since the rate increase there has been

little net change in the total loans and investments of reporting memter barks,
in spite of an increase of $230,000,00C in commercial loans. This inerease has
been about offset by a decline of £140,000,00C in coliateral loans and $110,000,C0C
in investments. Brokers lcans have continued to expand and are now $549,000,000
higher than they were early in August when the discount rate was increased. But
this increase has been largely in loans for account of others and in face of a
declinc in the total loans on collateral by reporting member banks.

Tn a number of ways the statistics appear to roveal an attitude on the
part of menber banks gonerally. he following points are interesting.

1., PRank loane orn collateral have declined during & period vwhen
brokers losns were rising steadily.

2., Fu.ds made available to memter bauks by Federal rescrvo
accoptance purchascs in excess of seasonal needs were
used entirely to reduce indcbtedncss at the Rescrve banks.
Thorc vas no incercase in bank credit.

3. Decreascs in rcdiscounts have unot yet boen reflected in any
casing in money ratcs, although, as illustrated by the
attached chart, we might expeet that a continued reduc-
tion in total volume of discounts will ultimetely tend
to decrcase interest rates.

411 these appear to show an unwillingness of the barks to continue in

debt and a vigorous and general attempt to liquidate this dedbt.

Digitized for FRASER
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nffect on Moverient of Funds Following tie inerease of discount rate at

New York a2 considcrable flow of funds from other districts wos o possible danger
which might have forced other Reserve banks to protect their reserves. In the
week imuedistely following the rate change there was sone moverient to New York,
but this was of short duration and was followed by a loss of funds following rwch
the usual seascnal course.

This result is probably ascribable to the fact that the discount rate
was already so far below riarket rates that the increase had little effect on
narket rates,

On the other hand funds made available by the purchase of acceptances
have largely gone to liquidate discounts at the New York Reserve Bark and dis-
counts at other Reserve banks have followed rmech the usual seasonal course. The
rate change has apparently had little effect on the movenicnt of funds between the
United States and Europe. Confidential reports to the New York bank indicate a
silight increase in foreign balances between the end of July and the end of August,
but this increase cannot be attributed to higher rates in this parket, for it took
altogether the fori: of an inerease in holdings of bankers acceptances and Treasury
cortificates the yields on which have not increased. There was, noreover, a de-
crease of 24,000,000 in the amount of foreign funds erployed on time or §all in
this market, the first decrease that has occurred in this account for some tine.
It is perhaps significant that it accompanied a level of call money srates slight-
1ly lower than had prevailed for soie months previous.

The European Situation The flow of gold from Europe has continued at

about the same rate as before the policies of August 8 were adopted. Since that
tire the Bank of England has lost an additional $22,QO0,000 {(mostly to France
and Gernany) of gold and its reserves have been reduced from £141,400,000 to

£136,900,000. While there have been no marked changes in European money ratcs,
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the indiecticns are thet the pressure upon Europe due to high money rates, is
becoming constantly more intense and is tending to retord industrial and busi-
ness developrment. August figures show ar unsecsonal decline in United Strtes
exports, though a single month's figures are not sufficient to indicate a trend.
There is evidence of a backing up of whect in shipping centers which is probatly
attributcble in part 2t least to a restrcint on the part of foreign buyers.

The Domestic Busiress Situation  Business is still operating at a

high level, above any of the corputed "norrial" lines based on previous years
experience and allowing for growth. In recent weeks, however, there has been a
declining tendeney in & number of bzsic industries. Building ectivity has been
reduced still further; czutomobile production has been receding, and steel pro-
duction hos reflected these tendencies. These recessions have not, however,
progressed for cnough to warrant definite conclusions as to the trend.

Lsericultural Cornditions The size of the year's crops is expeeted to

te generally smaller than a year ago. With higher prices the total return to

the farrmer rmay be not short of & year ago, but certain sections of the country
hcve sufferad severely through the drought. The continued pressure on the credit
situation has also been reflected by increasing reports from some localities of

difficulties of agriculture in securing on udequate supply of credit,
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(488 Draft ~ Sept. 23, 1929

Preliminary Memorandum for the Open Market Investiment Committee
September 24, 1929.

At a meeting of the Govermors of all Federsl reserve banks at Washington,
D. C., on August 7 and 8, the following resolution was adopteds

%It is the judgment of the Governors that the demend for
increased credit incident to the sutumn requirements of crop
moving and business should be met, so far as possible, Ly an
increase of the bill port.folio of sndz _banks as care to partici-

pate in bill purchases.

¥The Governors are also of the opinion that this procedure
can best mnd most safely be undertaken, and with least risk of
abuse in tho use of FPederal Reserve credit, under the protection
of an effective discount rate in the New York dist.riot.

*Thay are further led to this conclusion by the axpressed
belief that an increase in the discount rates of the Yederal
Reserve Bapk of New York would necessitate increases in few, if

_of the other Federsl ‘reserve banks during the peried of
geascnal business demand; and the desire of the directars and
ofPicers of all other Reserve banks to aveid increases, if

possible, It is, therefors, rccommended that the Reserve Board

act favorably on any application that may be made by the Federal

Reserve Bank of New York for an increase in its existing rate.®

This resolution was approved by the Pederal Rsserve Board and en August
8 the Pederal Reserve Bank of New York raised its discount rate from flve %o six
per cent and reduced its buying rate for bills from § 1/4 to § 1/8 per cemt,

In the six weeks which have elapsed since the adoption of the program,
seasonal demands for Federal reserve credit have bean entirely met by increases
in heldings of bankers acceptances by the Federal reserve banks. In fact, from
the stitesment of Auguat 7 to that of September 18, the total amount of Federal
reserve credit outstanding has increased $57,000,000, the amount of bankers
acceptauces held has increased $162,000,000, discounts of member banks have do-
creased $1%0,000,000, and holdings of government securitles have increased
$20,000,000, due to an increase in holdings of securities under sales contract.
The statement for September 18 shews total bills discounted of $954,000,000,
squivalant to 68,5% of total bills and securities, cempared with $1,064,008,000

Giived for Frac: D Auguss 7, equal to 81% of total bills and securities.

ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis
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The asccompanying diagrsm shows that the increaze In the total of
Pederal resarve credit since the list woek of July, whem the zossonal expansion
norsnklly dbegins, has been almost oWmiewd® in accordance with the normally to be
expected inorwsse on the basis of pravious cxperiace.

A second dlagram shows the chsnzes in Sysiem holdings of hsmkers accep-
tances for the past thrce years, and shows that Quring August Systom bholdings
{ncreased more rapidly thsn last year, but since then have about kapt pace with
the figures for the past two years. [Rring curront week, however, thare appears

noticeable
to bave been a/decline in the rate of increasc in bill heldings.

It 48 =b11) enrly %o pase Judgment fully wn the sffecis of tha policien
adopted. The immediszte paychologioal offect of the rate change passed quickly.
Since then there has been nome svidence that the economic consecu-nces of these
policies may be of considerably greater importance.

Effects on Money Ratos, Tho following table cosmpares open murket
nonay rates on Jeptembsr 27 with corresponding rates im the first wosk of August
and indicates that excapt for a glightly firmor tandemcy iz comsercial wer'md
in time wonwy thors haz been no apprsciable chasge in lateresit rates.

Stock Exchange call loans
Stock Exchange 90 day loans
Prize ccmmercial paper
B1lls « 20 day unindorsed ’

Customors' rates on commercial loans * 8.00 8,07

Treasury certificates sud notes

Maturing December 18 4.7T9 4.54

Haturing ¥arch 18 4.56 4.5
Fod, Res. Bk. of New York rediscount rate 4 ¢
Pod, Res, Bk/ of Hew York

buying rate for 30 dsy bills 51/4 51/

# Avcrage rate of leading banks at middle of August; July rate 5.80
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Aa analyeis of the rates actually ciarged by commercial banks to
thelr counvreial customurs in the socond disteict indicates practiesily no change
in the rates cnarged by banis outsids of New York City which are genorally wmiform
at 6 por ceats In the citdes 6% is tho commaiest rate. 4 slight movement upward
is shomn in the fact that fewer loans are mede at 5 1/2 snd 5 3/4 per cemt, and
possibly 2 few more are made at rates above 8 per cent. Thus the averags of rates
is frachionally aizhor on that scgount, centinming an wpward tendengy which has
been reflacted la sn lacrsase month by month from §.50 per ceni in Febmary to
8,07 in teptember, as indicated by reports of tem New York City banks.

Bliect un Manb:r Dank Potitiog, Since the rats increass therc has been
ldttle not ehangs In the Lotal loens and invesiwenls of reporting member banks,
In spdto of an fucrense cof £220,000,000 in comseroial loans. This imcreese has
boen sbout eoffset by a decline uf §140,000,000 in collateral leans snd $110,000,000
in invesinunii, Zroiers loans have conbimied to expand snd are now $549,000,000
bigher thau they wers sarly in dugust whan the discount rats wes incroasesd, Bub
this increase sas bean largely in loaas for accouni of others and in fact of a
decline in tue total louns un cellator:l by roporting member banks.

In & number of ways the statiatics asppear %o reveal an attituds on the
part of member banks generally. The following points are interesting.

1. Bank loaas on collateral have declined duwring a period when
brokers losns wers riming steadily.

- %e Funds mads available 4o mesber bauks by fedural reserve
agceptance purchazes in oxcess of scasanal needs wore
used ontirely to roduce indebtednsss at the Beserve banks.
Thare was no incroase in bask c¢redit.

S« Decrosses in radlzesuuts have not yot been reflected in any
easing in money rates, although, ss fllustrated by the
attached chargy we might expooct that a continued reduo-
ticm 1n teodal wolume of disceunis will ultimately tend
o deoreace interest rstes.

All these appear to show an wnwillingness of the banks to ommtinue in
debt and a vigorous mud general attespt to liguidate this debt.

igitized for FRASER
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis



———

Reproduced from the Unclassified / Declassified Holdings of the National Archives R i
DECLASSIFIED

Authority E,0. 12356
S e 0

MILLIONS/T01 ARS -

750 r S N |
|

| ; " DISCOUNTS FOR x v
! 1 MEMEBEE 3ANVAS
I cad e Cr fres
500 - s
\ CUSTOMFERS
\ RATF
4 /!
\ \ /
‘ ‘ '/‘\
| COMMERCIAL
ATE
250 - | PAPER RATZ 4
; | |
| | | |
| ' ‘ ”’ ‘
| |
0 | i L L 13

1923 1924 1925 1926 1927 1928 1929

.

- af
-

Digitized for FRASER
hittp://fraser.stlouisfed.org/
deral Reserve Bank of St. Louis

Money Rates and Disccurte for Member Banks in Leadirg Citics




. , , ke > -
Reproduced from the Unclassified / Declassified Holdings of the National Archives e
DECLASSIFIED
Authority E.0. 1235k
£ K0

Following the increase of discount rate
at New York a considerable flow of funds from other districts vas a possible

danger wilch might have forced other Reserve banks to protect thelr reserves.
In the week immediately following ths rate change there was some movemeut $0
New York, but this wag of short curatica and wag followed by a loss of funds
following much the usual seasonal course.

This result is probably ascribable to the fact that the discount rate
wag already so far below mark:t rates that the increase had little effsct én
markoet rates.

On the other hand funds madeédwailsble by the purchace of’ acceptances
have largely gone to ligquidate discounts at the New York Reserve Bank and
discounts at othor Reserve banks have followed mach the usual seasonal course.
The rate change has apparently had little effect on the movement of funds be-
twean the United States and Burope. Confidential reports to the New York bank
indicate 3 slight increase in foreign balances between the end of July and the
end of August, but thig increase caunot be attributed to higher rates in this
market, for it took altogether the form of an increase in holdings of bankers
aceepﬁmcea and Treasury certificates the yields an which have not increassd;
There was, moreover, a decrease of $24,000,000 in the amount of foreign funds
employed on time or call in this market, the first dscrease that has occurred
in this account for some time, It 4is perhaps significant that it accompanied a
levsl of call monoy rates slightly lower than had prevailed for some months
previcus. |

The Europesp Sdtuations — The flow of gold from Zurcpe has confinued
at about ths same rate as before the policies of August B were adopted. OSince
that time the Bamk of Eogland bas lost an additional $22,000,000 (mostly to
Prance and Germany) of gold and its reserves have been reduced from uu,m,mo
to Bl56,300,000, While there have been no marked changes in furepsan noncy
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rates, the indications are that the pressure upom Durope dus to high money ratos,
1s becoming constantly more Intense and is tending to retard Lidastrisl and busi-
ness development, dugust figures show an wnseasonal decline in United Btates
axports, though = single month's figurés are not sufficient te indicate a tread,
There is evidence of a2 banking up ef whaat in shipping centers which is probably
attributabls in part at leasd te a resgtralnt on the part of rm:#i@ buyers.
Businese is etill opmting at a

high level, above auy ef the computed "nermsl® lincs based on pruvious years
sxperisnce and allowing for grewth. In recent weeks, however, thare has been a
declining tendency in a mumber of basic industries. Building getivity Bas been
reduced still furibar; autemebile production has been roceding, and steel pro-
duction w reflected these tendecies, Theose rocessions have not, however,
progressed far enough to warrant definite mc!neiws as to the trend,

The sisze of the year!s crops is expected to
be gemerally mmaller then & year ago. With higher prices the total retum to

the farmer may be mot ghort of a year age, bub certain sections of dhe country
have suffered severely through the drovghte. The continued pressare on the credit
siscation has also bean reflected by increasing reports from some localities

of diifienlties of agriculture in securing an adequate supply of credit.

igitized for FRASER
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives e

. " DECLASSIFIED
- ,\ | Authority E.0. 0356

FEDERAL RESERVE BANK 4t d ok

Vg oF New YorK

CONFIDENTIAL  April 13, 1929

Federal Reserve Board,

Washington, D. C.
Sirs:

I am glad to enclose herewith for your information a

Y1) 29 fphad 333, I =0 F v al Fraloto

copy of the minutesiof the last meeting of the Open Market In-
vestment Committee, the substance of vhich was reported at the
Joint Conference with the Federal Reserve Board on April 4, 1928.

I em also enclosing & copy of the report of the secre-
tary of the Open Market Investment Committee as vell as & copy
of the preliminary memorandum relating to credit conditions,
referred to in the minutes.

Very truly

& S

W

Chi ijman, Open Marketb
Investment Committee

fncls. (3) Oudied Corolated

APR 16 1923

igitized for FRASER 143/{ —fe
ttp://fraser.stlouisfed.org/ : &2—2———W ; /A / ke ?

“ederal Reserve Bank of St. Louis



_——

Reproduced from the Unclassified / Declassified Holdings of the National Archives

" DECLASSIFIED ~
. Authority E .0, 235
. \

- . }

April 15, 1929

Dear Govermor Harrison:

7///}7 mwt Commities, held in lhnhington on Apri& itt,
{-vﬁcz( 33 3,-4 =) together with the report of the seorstary of the
Fannk Foow s T, Cammittee and the preliainary memorandum relating to
Y oredit conditioms whioh were sulmitted at the meetinge.
These documents,will be brought to the attention of
ths Federa]l Beserve Board.

Very truiy yours,

Ee Mo ?@%Cl.llllﬂ,
Assigtant Searetary

Mre. George L. Harrison, Chairmea,
Open farkst Investmsnt Committee,
o/o Pedarsl Reserve Bunk,
vow Tork, ¥. Y.

———

L ",,1' s
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]s@ No..lal | eDrRAL RESERVE :‘i* ‘: % . ﬁ -
Office Correspon.er .e - Date__grtl 16, 1020
To____All members of the Board Subject:
From _Mr, McClslland.

“-(3~2 9
At the meeting this\worning there was ordered circulated the attached
letter from the Chairman f the Open Market Investment Committee, transmitting
copy of the ‘g@%‘# of the meeting of the Committee held on April 1lst, together

with reports su ted at that meefing. ]
¥~ -2 T fluf 333, -4 -2 Favaf oo les

vernor Young
. Platt

Mr
. Hamlin
. James

Cunningham

er. ‘ '
M ole.
Please circulate promp and return to the Secretary's office for filing .
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REPORT OF THE SECRETARY OF THE OPEN MARKET INVESTMENT COMMITTEE
T0 THE GOVERNORS' CONFERENCE, APRIL 1, 1929 -

At the time of the last Governors' Conference, which was held in
#ashington during the week of November 12, 1928, the total holdings of
Government securities in the System Special Investment Account amounted to
approximately = - = = = = = = 4 = 4 - 2 - o . . - == .- .-~ - = 375, 000, 000
Since that time there have been changes in the amount of total

holdings as follows:
1529

Feb. 7 to Account decreased by sales of approximately

13 incl.
+21,500,000 Government securitics pursuant
to decision of the Open larket Investment
Cormittee, in view of gold imports, to sell
short-term Governments from the System Ac—
count 2s and when such sales could be made
without demoralization of the Government
security market.

These suales reduced the total holdings in the

account ot the close of business February 13 to approxi-

MALElY = = = = = = = = = = - = m = e e m = m . m == = = - »54, 000, 000
Feb.19 to  Account further decreased by gradual sales of
Larch 4
incl. approximately ;14,000,000 Government
securities.
These sales rcduced the total holdings in the
account to an EVEN - = - = - - - - — - R T -340, 000, 000

No furiher sales of shori-term Government securities from holdings
in the System Account have been made since March 4, 1929,
Other principal transactions in Government securities since

November 12, 1928, which either did not affect the amount of total holdings in

igitized forFRASIzrlgle System Account, or affccted them only temporarily, consisted of:
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Nov. 1928 On November 19 and 20, 1928, = block of 338,800,000 3 1/2% Treasury
Notes due March 15, 1930-32, was taken over from a foreign
correspondent and held temporarily in the System Aaccount,
During the succeeding two weecks offsetting sales were made to
the market of

$33,800,000 - 3 1/2% Treasury Notes due
March 15, 1930=32

5,000,000 = 3 1/2% Treasury Notes due
Dec, 15, 1930-32

Dec, 1928 Transactions in connection with the December 15, 1928, Treasury
financing, consisting of sales from the System Account as
follows:

(a) To the Treasury for redemption:

513,187,500 - 3 1/4% certificates of indebtedness
due Deccmber 15, 1928

(b) To foreign correspondents (in partial replacement
of their holdings of certificates of indebtedness
which matured on December 15, 1928):

+32,420,000 March 15, 1929 certificates
750,000 Dec. 15, 1929 "

These sales to the Treasury and to foreign correspondents involved
the acquisition of 6ther short-term Government securities in
replacement,

Dec.24,1928 Sale by the Federal Reserve Dank of Dallas of their participation
of Government securities in the System Account. These secur=
ities were sold to other participating banks with the under=
standing that Dallas would take back their participation
within 90 days. (See paragraph under date of March 18, 1929),

Feb.20,1929 In order to facilitate the sale to the market for account foreign
correspondent of 35,000,000 = 3 1/2% Treasury Notes due
September 15, 1930=32, an exchange was effected in the market
from holdings in the System Account of 32,500,000 « 3 1/2%
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Treasury Notes due March 15; 1930-32, for a like amount of 31/%
Treasury Notes due September 15, 1930-32, both at thevsame_price.

lar,15,1929 The purchase in the New York and Chicapo markets of approximately
+33,000,000 Treasury certificates of indebtedness maturing next
June and September. These certificates were purchased for acw
eount of foreign correspondent in partial replacement of their
holdings of Treasury certificates which matured on llarch 15,
1929, Althouch the total holdings by foreign correspondents of
Treasury certificates which matured March 15 amounted %o
+86, 000,000, only ;33,000,000 of this amount was replaced by
short-term Treasury certificates, the balance being replaced
partly by purchases of bankers' bills, partly by the purchase of
other short-term investments and partly by payments to the
narket,

Mar,18,1929 The Federal heserve bank of Dellas took back their participation of

Governnment securities in System account,

Distribution of System Purchages of Lankers Accecpitances

In accordance with the plan agreed upen by the governors of the Federal
nreserve banks, the previous practice of making 2llotments of bills purchased for
System Account during the early part of the year, namely, in the proportion that
each bank's expenses and dividends bear to the total expenses and dividends of all
the banks, has been in effect since the beginning of the year.

The following requests were received by the Committiee, on the dates

stated, from Federal reserve banks relative to the distribution of bills purchased:
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On Jan. 23

On Feb, 25

On Mar. 5

On bMar. 16
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the Federal Reserve Lank of St. Louis advised
that their Loard of Directors at a meeting
that day authorized that their participation
in System purchases of bills be increased from
250,000 to 5500,000 daily.

the Federal Keserve Dank of Philadelphia re-
quested the Committee to allot them their

share of System purchases of bills until the
total of such allotments reached 44, 50C,000.

the Federal Reserve Dank of Chicago requested,
until further notice, that they be excluded from
participation in System purchases of billsy

the Federal heserve Lank of San Francisce re-
quested that we discontinue allotting them their
share of System purchases of bills until further
notice.

the Federal neserve Lank of Loston advised that
they preferred not to make distribution of their
overpurchases of bills for week ending March 13,
1929, to other participating banks as their
portfolio was declining.

Attached are statements showing:

Exhibit "A" - OQutright holdings of Government securities by

individual Federal rescrve banks and their pare
ticipation in the System Special Investiment
Account; also, classification of issues held in
System account by maturities, all as of close
of business March 27, 1929.

Exhibit "D" - Dills purchased outright by the System by weeks

Exhibit "C" -

Exhibit "D"

from Dec. 29, 1927 to Dec. 26, 1928, and from
Dec. 27, 1928 to larch 20, 1929.

Statement showing earning asset holdings of all
Federal reserve banks March 27, 1939, as com=
pared with previous week and March 28, 1928;
also weckly averace of earning assets from
January 3, 1929 to March 27, 1929, as compared
with correspending period 1928 and entire year
1928.

- Statement containing data recarding earnings and
expenses of all Federal reserve baunks for the
months of January and February 1929,
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EXHIBIT A"

ERVE 3ANKS

Outright Holdings of
Government Securities
by Federcl Reserve Banks
cs gt the Close of
Dusiness March 27, 1929

(Excluding Scles Controets)

Porticipoation by Federal
Reserve Bonks in Systen
Speecinl Investment iccte.
Government Securities
s ¢t the Close of
Business March 27, 1929

Eos{on

New York
Philadclphia
Gleveleond
Richmond
atlonto
Chicago

5t, Louls
I\:ﬁnneap olis
Kensos City
Dzllas

Scn Francisco

Toteols
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4 2,057,500 $ 3,279,500

5,444 ,500% 11,323,500
15,012,000 3,099,000
25,710,500 3,604,500

1,152,000 1,204,000
2,674,000 1,102,000
19,937,500 6,571,500
16,863,000 2,200,000
7,603,000 1,654,000
9,793,000 0
10,012,000 2,279,000
9,706,000 3,683,000
$125,965,000 $40,000,000
s e o ] s

CLASSIFICATION OF ISSUES OF GOVERNMENT SECURITIES
HELD IN THE SYSTEM SPECIAL INVESTMENT ACCOUNT
CLOSE OF BUSINESS MARCH 27, 1929

4 1/4% C/I due Dec. 15, 1929 $10,000, 000
3 1/2. T/ " Dec. 15, 1932 30,000,000
Total « - - - - 40,000,000

et el A
e =t vtartve

* Of this amount §4,000,000 is being held temporarily.

Lotols
5 5,337,000
16;768,000
18,111,000
29,315,000
2,356,000
3,776,000
26,509,000
19,063,000
9,257,000
9,793,000

12,291,0C0

13,389,000

4165,965,000

e



. BILLS PURCHAS;™ OUTRIGHI BY SYSIEM BY 'x:?cs BXHIBIT “B"

JBoM DECEMBRR 29, 1927 TQ DECEMBER 2 228 AND FROM DECEMPXR 27, 1928 70 MARCH 20, 1929
00 Omitted)
INCREASE or DECREASE Dealsrs P
in Holdings Opsrations =]
Including Sales Contracts With Qther =]
Veoks . New Yeork New York System Districts S
di Bostoy ~ _Banke  Ueslers _ Total Phils,  Cleveland Richmond Atjante  Chicagoe Dallas  San Fran,  Jotals  Operstions Qperations fRegeived sent &
o
Jan, 4 § 3,029 $18,275 ¢ 8,202 ¢ 26,477 $ 4,083 $1,200 1,724 $ 260 92,97 1,184 $ 3,164 @ 43,964 g 4,400~ ¢ 1,600+ $2,773  ¢7,658 3
11 12,855 28,708 20,825 4,533 2,147 2,080 200 66 1,293 1,71 2,700 72,585 1,900+ 5, 400+ 1,835 12,008 @
18 5,472 26,824 7,351 34,175 4,899 530 130 222 2,320 9 2,304 50,831 13,700~ 23, 500~ 1,505 7,320 o -
25 5,584 19,208 4,565 23,773 4,696 ns3 20 88 5,028 506 1,275 41,873 15,500~ 21, 700~ 2,836 9,901 =3
Fob, 1 11,071 40, 225 4,946 45,1 5,411 1,613 155 152 5,3 1,042 2,367 72,695 30,700+ 30,000+ 4,962 9,923 5
8 7,508 14,111 5,702 19,813 4,842 2,212 433 32 4,393 762 1,099 41,154 13,800~ 8,100~ 5,299 9,52 =
15 1,083 4,584 6,174 10,758 5,177 neé -0- 457 388 210 1,053 19,842 15,200~ 14,500= 3,337 3,463 =
21 3,736 10,531 2,839 13,37 3,820 809 -0~ 131 1,356 584 439 24,245 2,100~ 1,500~ 2,461 6,827 : <8
29 3,407 17,003 3,760 20,763 4,641 252 918 98 2,199 275 1,649 34,112 9,300~ 9,500~ 3,631 4,802 - a
[}
Mar, 7 4,015 15,991 2,375 18,366 928 1,909 244 107 1,738 1,259 1,001 29,567 8,700~ 5,300~ 2,384 4, 837 -
14 7,162 17,290 5,214 22,504 2,342 380 215 105 2,536 1,152 1,670 38,066 7,700+ 4,900+ 1,313 5,061 o
21 4,529 16,891 2,733 19,624 2,92 723 270 4 2,840 1,034 4,968 36,913 10,500~ 10,600~ 1,916 6,091 =
28 8,591 26,150 2,042 28,192 2,409 714 -0- 30 1,676 926 997 43,535 12,600+ 13, 500+ 919 10,736 G
(=]
April & 10,256 21,347 5,903 27,250 - 6,476 95 450 348 7,849 281 2,97 56,002 2,800~ 2, 500- 5,746 12,589 g
11 21,547 15,300 3,744 19,044 3,853 184 100 107 2,041 1,377 1,704 49,957 1,600~ 18,000+ 1,075 17,312 2
18 13,632 19,997 10,643 30,640 7,170 500 122 60 4,898 1,08 4,330 63,843 30,500~ 10,800~ 811 10,170 2
25 15,553 23,258 6,623 29,881 5,500 -0- 398 203 622 1,132 3,391 56,680 1,200+ 15,100+ 106 12,5317 s
May 2 7,510 24,765 6,253 31,018 3,366 727 -0- 5 2,025 1,364 1,459 47,474 3,800~ 2,700= 8,215 6,M3 §
9 4,703 20,887 10,938 31,825 4,711 100 1,134 184 2,319 638 278 45,952 1,600+ 2,000+ 5,146 3,324 =
16 1,944 12,712 3,702 16,474 3,364 507 735 411 1,568 608 3,120 28,1731 19,266~ 17,812~ 2,763 5,922 &
23 3,548 9,043 2,421 11, 464 755 636 50 126 3,539 865 554 21,537 14,666= 16, 730- 3,872 4,780
29 7,527 7,437 1,928 9,365 na 198 165 139 187 750 219 19,264  21,617- 26,574~ 2,166 5,273
June 6 2,955 4,342 3,835 8,177 883 1,007 127 -0= 517 1,370 1,826 16,872 34,583~ 37,594~ 5,070 4,047
13 5,982 3,865 4,165 8,030 2,283 531 9l -0- 336 829 786 19,268 26,746~ 25,977~ 5,584 4,361
20 5,093 2,727 4,810 7,537 1,524 977 506 3 439 665 3,542 20,314 16,47 - 16,535= 3,873 6,044
27 8,726 5,582 4,336 10,418 2,967 1,226 178 0= 925 969 1,216 26,625 5,549- 450~ 1,559 7,396
July 3 3,035 6,933 3,747 10,680 2,088 1,007 -0= -0- 37 1,108 2,276 20,231 136+ 13,768 4,87 4,503
11 8,466 11,122 2,069 13,191 2,140 1,357 342 6 1,342 643 4,653 32,340 22,768- 22,022- 2,846 7,188
18 6,939 12,158 1,256 13,414 1,34 -0- 115 -0~ 7 45 1,559 23,834 5,095= 6,607 4,644 3,404
25 5,625 10,775 2,201 12,976 853 629 15 117 13 567 2,153 23,084  13,278- 11,952- 2,738 6,264
Aug, 1 8,684 6,607 1,962 8,569 1,501 745 253 -0 283 695 2,855 23,585 2,897- 3,204= 5,312 10,326
8 4,243 8,459 2,579 11,038 357 126 -0 -0~ ~0- 566 934 17,264 5,228~ 4,032~ 3,090 4,852
15 6,352 15,487 6,8M 22,358 1,353 1,285 202 60 75 662 2,230 34,575 19,135+ 28,055+ 2,350 5,317
22 4,021 7,817 3,243 11,060 140 421 340 -0 545 1,216 979 18,722 8,832- 6,302- 4,027 6,825
9 3,939 15,077 3,525 18,602 195 779 450 24 498 900 1,712 27,159 2,690- 699+ 3,929 3,694
Sept, § 4,355 5,047 3,195 8,242 23 119 50 -0- 67 273 3,864 17,903 1,298~ 2,497+ 1,906 5,960 '
12 8,374 145 13,704 13,849 2,221 580 326 -0~ 995 939 8,147 35,431 11,034+ 24,364+ 2,249 9,791
19 4,483 9,481 30,876 40,357 4,960 789 175 50 442 665 4,186 56,107 17,115+ 26,029+ 1,979 6,391
26 3,473 17,662 13,051 30,M3 4,113 637 -0 6 919 1,132 4,256 45,249 21,587+ 26,230+ 2,565 3,654 N ,;
Oct, 3 - 3,423 17,742 20,513 +8,261 1,935 1,503 291 -0~ 514 368 3,836 50,131 36,589+ 46,557+ 2,262 5,269 . g»_, i
10 1,938 21,097 18,053 39,150 1,817 543 100 6 817 596 5,568 50,535 16,624+ 2,792+ 2,459 3,761 o | 4
17 8,315 12,578 - 20,333 32,911 1,857 338 236 0= 976 481 4,656 49,770 41,895+ 47,641+ 2,055 3,67 =T
24 10,832 32,881 5,323 38,204 1,746 1,127 384 11 902 1,295 3,383 57,884 11,3810 22,069+ 3,623 9,092 < 5
a 6,584 33,560 7,399 40,959 2,534 793 152 50 272 506 2,863 54,713 29,218+ 38,898+ 2,516 7,251 m tQ;
Nov, 7 4,544 23,857 7,029 30,886 2,343 454 1,938 -0- 229 304 4,763 45,461 4,133+ 8,269+ 2,450 4,34 2 5’
14 10,282 20,958 5,247 26,205 1,999 1,418 -0~ 17 411 107 3,515 43,954 15,803+ 25,755+ 5,160 7,342 2k
21 8,051 22,337 9,940 32,217 309 0= 50 -0~ 1,424 972 4,364 47,447 8,079+ 9,764+ 3,040 8,226 ' E =l
28 13,065 18,145 5,300 23,445 1,382 853 AT9 17 1,125 592 5,906 . 46,864 580- 1,821 4,497 13:873 ; 5‘5 =1
Des, 5 8,548 14,226 1,195 15,421 1,781 -0- 411 60 1,075 611 2,73 30,670 5,916w 4,573= 3,597 12,87 ©
12 7,74 20,478 4,215 24,693 1,175 256 657 =0 613 465 5,102 40,675 14,357+ 16,553+ 4,195 6,478
19 T 12,272 12,624 5,953 . 18,577 4,315 -0~ 800 4 2,210 1,241 6,942 46,406 53,865- 4,202- 3,319 16:571 |
26 —9.615 __ 8,999 18,094 27,053 2,789 =0= 495 10 2,232 608 8,319 51,121 19,980+ 36,159+ 1,938 5,739 ‘

TOTALS , $364,400  $813,325 $363,408 1,176,733 8140, 719 $37,056 $17,352 $3,330 479,575 841,289 05,752 42,012,666 470,450~  $103,966+  §164,466 §$381,577

=123~ .

Jan, 2 9,301 14,263 28,227 42,490 1,956 -0 0= 1,148 1,216 966 3,021 60,098 12,721~ 4,912« 1,519 17,156
9 15,601 8,624 7,684 16,308 2,925 -0- 150 -0- 2,782 504 10,059 48,329 26,633~ 7,258- 1,557 9,808
16 8,72 18,089 7,047 25,136 3,058 1,251 547 127 1,727 749 3,297 44,684 10,283- 4,139+ 5,574 7,422
23 4,605 14,543 10,624 25,167 2,144 539 357 0w 1,554 509 1,684 36,559 26,014~ 27,021= 2,573 5,604
30 1,148 14,893 1,107 16,000 2,524 =0- 1,134 1,430 290 672 972 24,170 15,620~ 18,609~ 2,852 3,060

Feb, 6 1,726 16,870 1,694 18,564 3,155 n7 75 112 883 505 1,298 27,035 17,956- 24,867- 2,010 2,031
13 550 9,382 5,346 14,728 1,129 1,303 568 12§ 571 1,069 5,582 25,631 18,448~ 19,684~ 327 5,582
20 816 25,293 5,099 30,392 553 476 250 201 1,088 1,517 2,704 37,997 25,738= 35,422- 903 6,257
27 1,564 8,457 705 9,162 969 253 =0~ 1,201 1,349 983 263 15,744  15,273- 21,561 3,641 3,575

Mar, 6 1,579 13,256 2,244 15,500 3,311 a8 515 405 592 729 1,935 24,984  14,398- 29,431- 2,521 4,920
13 6,389 2,018 5,567 7,585 2,124 1,510 150 200 623 1,093 2,539 22,213 12,823 21, 543- 3,575 5:243

20 1,506 7 17,260 1,227 863 4 1,302 2 8 3,294 -
Digitized for FRASER 1'% 9,752 _Lod ' ' 9 5 b0 '2 26,754  35,520- 46,263 2,556 5,49
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Feob,

Mar,

April

June

July

Aug,

Sept.

Qct,

Nov,

Dec,

18
25

15
21
29

14
21
28

11
18
25

16
23

13
20
27

18
25

15
22

12
19
26

10
17

31

7
14
21
28

5
12
19
26

TOTALS ,

Fed,

16
23
30

é
13
20
27

13
20

TOTALS

5,472 26,824
5,584 19,208
11,0M 40, 225
7,508 14,111
1,083 4,584
3,736 10,531
3,407 17,003
4,015 15,991
7,162 17,290
4,529 16,891
8,591 26,150
10,256 21,347
21,547 15,300
13,632 19,997
15,553 23,258
7,510 24,765
4,703 20,887
1,944 12,772
3,548 9,043
7,527 7,437
2,965 4,342
5,982 3,865
5,093 2,727
8,726 5,582
3,035 6,933
8,666 1,122
6,939 12,158
5,625 10,715
8,684 6,607
4,243 8,459
6,352 15,487
4,021 7,817
3,939 15,077
4,355 5,047
8,374 145
4,483 9,481
3,413 17,662
3,423 17,742
1,938 21,097
8,315 12,578
10,832 32,881
6,584 33,560
4,544 23,857
10,282 20,958
8,051 22,337
13,065 18,145
8,548 14,226
7,4 20,478
12,272 12,624
8,959

$364, 400 4813,325
9,301 14,263
15,601 8,624
8,712 18,089
4,605 14,543
1,148 14,893
1,726 16,870
550 9,382
816 25,293
1,564 8,457
1,579 13,256
6,389 2,018
1,506 9,752
$53,5717 #155,440
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¥,350 34,175 4,899 530 130 222 2,320 79 2,304 50,831 13,700« 23, 00- 1,505 7,320
4,565 23,713 4,696 n3 210 a8 5,028 506 1,275 41,873 15,500~ 21,700= 2,836 9,901
4,94 45,1M 5,411 1,613 155 152 5,3 1,042 2,367 72,695 30,700+ 30,000+ 4,962 9,923
5,702 19,83 4,842 2,272 433 32 4,393 762 1,099 41,154 13,800~ 8,100~ 5,299 9,526
6,174 10,758 5,171 né -0- 457 388 210 1,053 19,842 15,200~ 14,500~ 3,337 3,463
2,839 13,37 3,820 809 -0~ 131 1,356 584 439 24,245 2,100- 1,500= 2,461 6,827
3,760 20,763 4,641 252 918 98 2,199 2758 1,649 34,112 9,300~ 9,500~ 3,631 4,802
2,375 18,366 928 1,909 244 107 1,738 1,259 1,001 29,567 8,700~ 5,300~ 2,384 4,437
5,214 22,504 2,342 380 215 105 2,536 1,152 1,670 38,066 7,700+ 4,900+ 1,313 5,061
2,733 19,624 2,921 723 270 4 2,840 1,034 4,968 36,913 10,500~ 10,600~ 1,916 6,091
2,042 28,192 2,409 7n4 -0- 30 1,676 926 997 43,535 12,600+ 13,500+ 919 10,736
5,903 27,250 - 6,476 95 450 348 7,849 281 2,297 56,002 2,800~ 2, 500~ 5,746 12,589
3,744 19,044 3,853 184 100 107 2,041 1,377 1,704 49,957 1,600~ 18,000+ 1,075 17,812
10,643 30,640 7,770 500 122 60 4,878 1,081 4,330 63,493 30,500~ 10,800~ 8717 10,170
6,623 29,381 5,500 -0= 398 203 622 1,132 3,391 56,680 1,200+ 15,100+ 106 12,537
6,253 31,018 3,366 727 -0- 5 2,025 1,364 1,459 47,474 3, 800~ 2,700 8,215 6,n3
10,938 31,825 4,1 100 1,134 184 2,319 638 278 45,952 1,600+ 2,000+ 5,146 3,324
3,702 16,474 3,364 507 735 411 1,568 608 3,120 28,131 19,266- 17,812 2,763 5,922
2,421 11, 464 755 636 50 126 3,539 865 554 21,537  14,666- 16,730~ 3,872 4,780
1,928 9,365 4 198 165 139 187 750 219 19,264 21,617= 26,574~ 2,166 5,273
3,835 8,177 883 1,007 127 -0~ 517 1,370 1,826 16,872 34,583- 37,594~ 5,070 4,047
4,165 8,030 2,283 531 9l 0= 336 829 786 19,268  26,T46- 25,977 5,584 4,361
4,810 7,537 1,524 977 506 3 439 665 3,542 20,314  16,4M- 16,535~ 3,873 6,044
4,336 10,418 2,967 1,226 178 -0~ 925 969 1,216 26,625 5,549~ 450= 1,559 7,396
3,747 10,680 2,088 1,007 -0 -0~ 37 1,158 2,276 20,231 136+ 13,768- 4,87 4,503
2,069 13,191 2,140 1,357 342 6 1,342 643 4,653 32,340 22,768- 22,022« 2,846 7,188
1,256 13,414 1,341 -0- 115 ~0= ? 459 1,559 23,834 5,495~ 6,607- 4,644 3,44
2,201 12,976 853 629 151 117 13 567 2,153 23,084 13,278« 11,952- 2,738 6,264
1,962 8,569 1,501 745 253 -0- 283 695 2,855 23,585 2,897- 3,204~ 5,312 10,326
2,519 11,038 357 126 0= -0- -0- 566 934 17,264 5,228- 4,032« 3,090 4,852
6,871 22,358 1,353 1,28 202 60 75 662 2,230 34,575 19,135+ 28,055+ 2,350 5,317
3,243 11,060 140 2 340 0~ 545 1,216 979 18,722 8,832- 6,302 4,027 6,825
3,525 18,602 195 779 450 24 498 900 1,772 27,159 2,690~ 699+ 3,929 3,694
3,195 8,242 933 119 50 -0- 67 273 3,864 17,903 1,298- 2,497+ 1,906 5,960
13,704 13,849 2,221 580 326 -0= 995 939 8,147 35,431 11,034+ 24,364+ 2,249 9,791
30,876 40,357 4,960 789 175 50 442 665 4,136 56,107 17,115+ 26,029+ 1,979 6,391
15,051 30,713 4,113 637 0= 6 919 1,132 4,256 45,28 21,587+ 26,230+ 2,565 3,654
20,519 28,261 1,935 1,503 291 0~ 514 368 3,836 50,131 36,589+ 46,557 2,262 5,269
18,053 39,150 1,817 543 100 6 817 596 5,568 50,535 16,624+ 21,792+ 2,459 3,761
- 20,333 32,91 1,857 338 236 -0~ 976 481 4,656 49,770 41,895+ 47,6414 2,055 3,677
5,323 38,204 1,746 1,127 384 11 902 1,295 3,383 57,884 11,810 22,069+ 3,623 9,092
7,399 40,959 2,534 793 152 50 272 506 2,863 54,713 29,218+ 38,898+ 2,516 7,251
7,029 30,886 2,343 454 1,938 -0- 229 304 4,763 45,461 4,133+ 8,269 2,450 4,34
5,247 26,205 1,999 1,418 "eom 17 411 107 3,515 43:954 15:803. 25:755: 5:120 7:3‘;
9,940 32,2m 309 -0- 50 =0- 1,424 972 4,364 47,447 8,079+ 9,764+ 3,040 8,226
5, 300 23,445 1,382 853 A79 17 1,125 592 5,906 46,864 580- 1,821- 4,497 13:873
1,195 15,421 1,781 =0- 411 60 1,075 611 2,763 30,670 5,916= 4, 573 3,597 12,497
4,25 24,693 1,175 256 657 -0~ "613 45 5,102 0,675 14,357+ 16,553« 0195 6478
5,953 . 18,577 4,315 0= 800 49 2,210 1,24 6,942 46,406  53,865- 4,22 3,319 16.5M
18,094 27,053 2,789 0= 95 10 2,232 608 8,319 51,121 19,980+ 36,159+ 1,938 5,739
$363,408 41,176,733 $140, 719 437,056 $17,352 43,830 $79,575 $41,249 151,752 $2,012,666  §70,450~ $103,966+  $164,466 $381,577
% i —_— e —— S ——————— e — ———— I
28,227 42,490 1,956 -Om 0= 1,148 1,216 966 3,021 60,098 12,721= 4,912« 1,51 7
7,684 16,308 2,925 -- 150 -0- 2,782 504 10,059 480329 26,6334 7 258- 1’253 1,’333
7,047 25,136 3,058 1,251 547 127 1,727 749 3,297 44,684 10,283~ 4,139+ 5:574 7:422
10,624 25,167 2,144 539 357 0= 1,554 509 1,684 36,559 26,014~ 27,021- 2,573 5. 604
1,107 16,000 2,524 -0~ 1,134 1,430 290 672 972 24,170 15,620~ 18,609~ 2,852 3,060
1,694 18,564 3,155 ne 75 112 883 505 1,298 27,035 17,956 24,867- 2,01 :
5,346 14,728 1,129 1,303 568 125 577 1,069 5, 582 25,631 18,448 19,684~ ST
5,099 30,392 553 476 250 201 1,088 1,517 2,704 37,997 25,738- 35,422« 903 6,257
705 9,162 969 253 -0- 1,201 1,349 983 263 15,744 15,273« 21,561= 3,641 3,575
2,244 15,500 3,311 48 515 405 592 729 1,935 24,984 14,398 29,431~ 2
5,567 7,585 2,124 1,510 150 200 623 1,093 2:539 22:213 12:823- 21:5‘3- 3:§$§ ;:Zig
—aTa508 17,260 1,227 863 469 1,302 25 808 3,294 26,754  35,520= 46,263~ 2,556 5,499
$62,852 $238,292 425,075 $7,330 $4,215  $ 6,251  $12,706  $10,104  § 36,648 } 394,198 $231,427-  §252,432-  §29,508  §76,117
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Exhibit "B" (a)

CLASSIFICATION DY MATURITIES OF LILLS PURCHASED
LY FEDERAL RESEIVE LaNKS IN THEIR RESPECTIVE DISTRICTS
DURING THE PERIOD FROM DECEMLER 29, 1927 TO DECEMLER 26, 1928
: AND FROM DECEMLER 27, 1928 TO MARCH 20, 1929
EXCLUDING SALES CONTRACTS

(000 Omitted)

December 29, 1927 to December 26, 1928

1-30 days 31-60 days 61=-90 days QOver 90-days Totals

Loston 5 77,736 572,720  $191,591 522,353 o 364,400
New York 479, 276 235,835 422,533 39, 089 1,176,733
Philadelphia 23, 693 38, 384 78, 642 0 140, 719
Cleveland 768 12, 401 22,599 1,288 37,056
Richmond 3,857 4,876 8,619 0 17,352
Atlanta 1,069 1,054 1,699 8 3,830
Chicago 23, 219 36,547 19, 809 0 79,575
Dallas 5,632 9,816 13, 451 12, 350 41, 249
San Francisco 24,913 40, 778 77, 686 8, 375 151, 752

Totals 3640,163 5452, 411 +836, 629 583, 463 22,012, 666

Decerber 27, 1928 to larch 20, 1929

1-30 days 31-60 days 61-90 days Over 90~days Totals

Boston 511,250 5 7,564  § 34,044 3 79 53,577
New York 110, 550 48, 375 71,535 7,832 238, 292
Philadelphia 6, 656 4,137 14,282 0 25, 075
Cleveland 1,629 1,390 4,311 0 7,330
Richmond 600 1,361 2, 254 0 4,215
Atlanta 4, 970 730 493 58 6, 251
Chicage 6, 806 1, 457 4,443 0 12, 706
Dallas 1, 445 3,141 3,131 2, 387 10,104
San Francisco’ 4, 463 7,296 22,929 1,960 36, 648

3 394,198

Totals »148, 369 s 15,451 w157, 422 312,956

a————
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. EXKIBIT "C" &
. =
STATEMENT SHOWING A ASSET HOLDIN;S OF ALL FsD RAL RESERVE  MARCH 27, 1929 COMPARED WITH PREVIOUS “TNF¥. AVD MARCH 28, 1928; ALSO WEEKLY AVERAGE g
OF EARN.nG ASSETS FROM JANUARY 3, 1929 TO MARCH 27, 1y.9, INCLUSIVE, AS COMPARED WITH CORRESPONDING P:RIOD 1928 sND E'TIRE YEAR 1928 )
{000 On':n.tod) i =
o
: 3
Boston New York Phila, Cleveland Richmond Atlanta Chicago St.louis inn, Kan, City Dallas San Fran, Totals =
P (]
3 : o (=
B Di ted = March 20 $49,390 $208,136 497,189 476,902 $41,72¢ $48,624 $237,173 $50, 565 417,535 $33,750 $ 9,465 472,292 $ 942,737 : 3
ills Discoun . 29 69,382 12991173 105, 805 83,750 44,914 49,940 184, 680 54,154 14,323 30,283 11,325 76,401 1,024,130 %
Net Change 20,992+ 91,037+ 8,616+ 6,848+ 2,188+ 1,306+ 52,493~ 3,589+ 3, a2- 3,447~ 1,860+ 4,109+ 81,393¢ g
' &
Bills Purchased -~ March 20 30,692 43,019 2a,mn2 24,882 10,917 11,685 21,148 8,372 8,121 9,891 15,678 29,921 236,838 T =
' . - 27 26,095 | 35,821 18,776 23,578 11,753 10,410 14,732 8,412 8,328 10,325 14,343 26,054 208, 427 oo -
o
Net Ghange 4,597- 7,998~ 2,936~ 1,504~ 836+ 1,275= 6,416 40+ 207+ 434+ 1,335~ 3,867~ 28,411- E
e
_ 5
Government Securities =~ March 20 5,337 36,168 18,111 29,315 2,356 3,661 26,634 19,063 9,257 9,793 12,267 13,389 185,351 5
" ~ "~ 27 5,337 20,148 18,111 29,315 2,356 3,770 27,474 19,063 9,257 9,793 12,291 13,389 170,310 =1
. o
Met Change -0~ 16,02¢~- -0- -0~ -0= 115+ 840+ -0- -0- -0- 24+ -0 15,041~ z
=
g
Total Earning Assets - March 20 85,419 - 290,218 137,012 131,099 54,999 63,980 284,955 78, 000 36,913 54,914 37,40 116,852 1,371,
» . . . 27 100,814 357,237 142,692 136,443 59,023 64,126 226,886 81,629 33,908 51,901 37,959 117,094 1,409,712
Net Change 15,395+ " 67,019+ 5,680+ 5,344+ 4,024+ 146+ 58,069~ 3,629+ 3,005~ 3,013~ 549+ 242+ 37,941+
Net Chenge Excluding 1-day C/.[ 15,3950 86 ,019+ 5,6800 5,544+ 4,024+ 146+ 58,069- 3, 629+ 3,005~ 3,013~ 549+ 242« 56’9‘1+
Comparison of Weekly Average
af Earning Agsets
Jan. 3, 1929 to March 27, 1929 115,511 | 343,307 126,756 144,373 59,672 79,705 243,704 69,528 39,115 52,656 52,687 136,136 1,463,150
Same period 1928 106,623 307,028 117,112 152,746 60,512 46,43¢ 177,348 65,147 36,851 56,091 47,076 111,220 1,264,164
Entire yeur 1928 104,083 411,684 124,189 144,588 63,7617 79,004 195,869 66,92¢ 40,382 58,269 51,428 115,630 1,455,819
Hot Ch.,ng. from same period 1928 . 8,888+ : 36,279+ 9,644+ 11,627+ 840~ 33,275+ 66,356+ 4,361+ 2,284+ 3,455~ 5,611+ 24,916+ 198,986+
®  entire yeur 1928 11,428+ 68,377~ 2,567+ 215- 4,095- 701+ 47,855+ 2,6C2+ 1,267~ 5,613« 1,259+ 20, 506+ 7,331+
Somparison of iarning Apcete
March 27, 1929 100,814 ' 357,237 142,692 136,443 59,023 64,126 226,886 81,629 33,908 51,901 37,959 117,054 1,409,712 d
March 28, 1928 129,024 ' 328,066 101,094 131,757 46,519 47,299 174,739 59,925 35,644 54,294 41,549 107,111 1,257,021 Elf !
!
Net Change 28,210~ 29,17+ 41,598+ 4,686+ 12,504+ 16,827+ 52,147+ 21,704+ 1,736= 2,3593= 3,590~ 9,983+ 152,691+ 9% . l
g gl
SUI1/ARY_FOR_SYSTEM m Q,'
o2
Bills Discounted for week $ 81,393+ ° ;;
Bills Purchesed for week 28,411~ E «:
Government Securities for week 15,C41- 7 E
Totel Larning Assets for week 57,941+ & m
Total Earning Assets for week (Excluding l=day C/I) 56,941+ =]
Comparisor of Weekly Average of Farning Assets Jan, 3, 1929 to
Narc.. 27, 1929 with seme period 1928 19€,966+
Comparison of «eekly Average of Earning Asseis Jan. 3, 1929 to
March 27, 1929 with entire year 1928 7,331+
Comparisor of curning Assets March 27, 1929 with LKarch 28, 1928 152,691+
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Loston

New York
Philadelphia
Cleveland
Kichmond
Atlanta
Chicago

St. Louis
Minneapolis
Kansas City
Dallas

San Francisco

Totals

DATA REGARDING EARNINGS AND EXPENSES
. OF ALL FEDERAL RESERVE BANKS FOR
JANUARY AND FEBRUARY 1929

(000 Omitted)

Expenses
Gross and
Earnings Dividends
s 1,013 3 473
3,073 1,659
943 503
1,201 598
502 327
691 291
1,844 833
514 288
302 197
46 309
415 253
982 542
»11, 896 36, 273

Total for same period 1928

igitized for FRASER
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Exhibit "D

" Net
Farnings

A
W

540
1,414
440
603
175
400
1,011
226
105
107

162

440

85, 623

31,653
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o

Preliminary Memorandum for the Opocn Market Investment Committee

April ), 1929.

e

l Since the last meeting of the Committec on Januery 7, the
System's holdings of U, 8. Gpvernmept securities have been reduced 2pPToXis-
mately 70 million dollars, due in part to the liquidation of sales contract
holdings, and in part to a reduction in the Systom Special Investment Account
from $75,591,000 to $40,000,000, largely mede as an offset to gold importse
In addition, the policy of allowing neceptence holdings to mature without
replacement has been reflected in a reduction in these holdings from

$485,000,000 to $208,000,000.

Gold Movemeonts

The principal gold transactions from January 1 to date have

becn the followings:

(Approximatc figurcs in millions of dollars)

Imports from Comnada - = = = = = - 42
" ¥ England = = = - - = 29
v “  Germany = - - = - = 16 1/2

» " Argonting = w - - - 4 1/2
Other net imports = - = = = = = = _2 1/2

Total imports = = = = - - = - 04 l{i//,_,,,————*"*‘”
Not increase in earmarked

gOld——-—'--—'——- 571‘2

Net gain of gold = = = - - = 37
Thus tho reduction in the System Speceial Investment Account

has about offset tho total gain in gold since thc first of tho yoars

Reduction in Bill Holdings

This leaves as tho principal influence on the moncy market

from open market transcctions, the reduction in the Reserve Banks? bill

igitized for FRASER
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ederal Reserve Bank of St. Louis



igitized for FRASER

ttp://fraser.stlouisfed.

Reproduced from the Unclassified / Declassified Holdings of the National Archives

" DECLASSIFIED

- Authority %

portfolios which has been accomplished by permitting bills to mature and
avoiding new purchases to replace them, byvdeclining to take green bills.
The reduction in bill holdings since the first of the year has been greater
than in any recent year.
While higher bill rates have resulted, sufficient invcstment demand
has arisen to absorb the new bills coming into the market and thus reduce
the dependence of the bill market upon the System. A considerable part of
the demand has represented foreign buying, but buying by domestic institu-
tions has also been stimulated somewhat by the higher yields now being of fered.
Largely as a consequence of the rapid reduction of the System bill
portfolio the borrowings of member banks declined less in January than might
have been expected and simee the end of January have increased from an aver-
age level of 850 million to about 1,000 million dollars, with resulting in-

creased pressure upon the money market.

Member Dank Credit

Since early in February changes in the prineipal types of loans and
investments of weekly reporting member bank credit have been as follows:
(Figures in millions of dollars)

Feb., 6 Mar, 20 Changce

Loans on securities = = = = = - = - - - 7,558 7, 642 + 84
Other 10ansg « = = @« = = = = = = =« = = = 8, 696 8, 910 +214
U. S. security holdings = = = = = = - - 3,103 3,113 + 10
Other investments = = = =« = = = = = - = 2,938 2,915 - 23

Total loans and investments = - = 22,295 22,581 +286

During this period there has been a reduction of 153 million dollars
in the amounts loaned by reporting banks outside of New York to security brokers
and dealers in New York, but the loans of these banks to brokers elsewhcre have

increased 87 million and security loans to customers have increased 176 million,

org/
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giving a net increase of 110 million in their total security loans. In New

York City there has been little net change in security loans either to brokers

or. to customers.

The increase in "other loans" largely commercial has been in keep-

ing with the usual seasonal tendencies,

Lrokers Loans

Meanwhile the demand for security loans has shown lulls, accompany=
ing temporary reactions in the security markets, but in general has shown &
tendency to increase further, rather than to deeline. Totzl brokers loans
after somec reduction in February increased again in Merch and on March 20
reached 2 level 124 million dollars above the previous high point of February
6, There has been some reduction subsequently. The additional funds have
been obtained from sources other than member banks, but it has been evident

that increasingly high rates have been required to attract a sufficient supply.

Money Rates

These increasingly high rates offered by brokers have been accoml=
panied by further advances in rates charged on commercial borrowing. Changes

in money rates since January have been as follows:

Prevailing rates for weck ended

January 7 March 30
Call loans - = = = = = =~ = = = = = 6 - 10 8 - 20
90daytimemoney--------71/2~73/4 g - 81/2
Commercial paper = = = = = = = = = 5 1/4 -5 1/2 5 3/4 - 6
90 day bills = = =~ = = = = = = = = 4 3/4 51/2 - 5 5/8
Customers' com'l loans, N, Y. C.*- 51/2 51/2 - 5 3/4

¥ Middle of each month.

ttp://fraser.stlouisfed.org/
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Effects On Business

The hizher money rates do not appear to have restricted short ternm
commercial borrowing, but in a number of other ways the present high level of
money rates is beginning to have a detrimental effect upon business.

1. The volume of huilding operations has been declining largely be-
cause of difficulty in obtaining second mortgage money and loans for building
operations and also difficulty ir selling real estate bonds. ‘ Stopk financing
which has been resorted to in some cases has only partly met the requirements.

2. A good many state, municipal, railway and other vrojects, ordinar-
ily financed through bonds and notes, have been postponed because of difficulty
in securing funds at reasonable prices. There is no way as yet of reasuring the
pracise effect of these postponements upon business conditiions. The decrease in
bond financing has been partly offset by increases in stock financing. An |
analysis of new securities issued during the first two months of this year indi-
cates, however, that out of o total of about $2, 500,000,000 of stocks issued,
less than one-fifth represented actual additions to the working capital of
domestic c&mmercial and industrial corporations, The remainder represented
largely securities of investment trusts and other financial corporations, secur-
ities issued in mergers and consolidations, and refunding issues,

3. Reduced foreign financing in the United States, together with
rising money rates and stringent money conditions in England, Holland, Germany
and Italy, due largely to our high call loan rates, are diminishing the purchas=
ing power of those countries for our products, a tendency which is likely to be
reflected sooner or later in reduced exports.

It thus seems reasonably certain that present money conditions, if

long continued, will have a seriously detrimental effect upon business
igitized for FRASER
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conditions, and the lqnger_they‘are continued_ﬁhe more serious will be the
effect. The volume of‘business_npw qppea;srto be_sustgined in_part by the
production of automobiles considerably in excess of retail purchases with a
consequent stimulating effect upon the steel industry, and by the stimulation
arising from paper profits in the stock market,

The policies which have been adopted by the system since the first
of the year appear to have slowed down somewhat the rate of increase in the
use of funds for speculative operations. They do not yet appear, however, to
have been successful in restoring a condition in which steps may be taken to

sase the money market and restore conditions more wholesome for business, g

igitized for FRASER
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ffice Correspon.ei :e == Late_« uary 18, 1929,
To__All Members of the Board = Subject: .

From M. McClelland

«ro 2—8405

At ths meeting of the Board this morning, there was ordered circu~
lated the attached letter from the Governor of the Yederal Reserve Bank, , . '
of ¥ew York, dated Jamuary ;gﬁh;)tranamitting a copy of thojninnjgjyvf'/ff”' éd¥4
the meeting of the Open Market Investment Committee held on Jaguary 7, 3 32.i»-1L
1929 in Washington, together with copies of the Secretary's report and 3 .. ¢
prolﬂimymego;”g‘ndgy submitted at the meeting. N DA
pre.iieioa

L j-y-29
;706;ornor Young
Np, James

 Alr, Cunningham
-Miller '
T. Pole V/’//

Please return to Secretary's office.
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January 17, 1929

Dear Mr, Mattesont

This will agknowledge receipt of your ;lot- . ( 35500
ter of Jamuary 18, enolosing & copy of the minutes oi'f I}IL " o
the moeting of the Open Markes Investment Committee et
held on Jemuery 7, 1929, in Washington, together with
a sopy of the Seoretary's report and a copy of the
memorandum covering the oredit situatiom, for whieh
I thank you.

Yours very truly,

Re Ao le
Governor.

Mr. W. B. Matteson, Secregaxy,
Open Marke$ Investment Committee,
Federsl Reserve Bank,

Rew York City, N. Y.
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FEDERAL RESERVE BANK %\

oF NEw YORK

CONFIDENTIAL ' January 15, 1929
) Y, : .
Dear Governor Young [,w_,‘?‘_ 7 J wu@

I beg to enclose herewith a copy of the minutes\ 2233 -0 Ty

e g i 5 LN o

?p«; N »&‘ Mh («s,u.t“ %

of the meeting of the Open Market Investment Cormittee held
on January 7, 1929 in Washington, also for your convenience
in reference, a copy of the Secretary!s report and a copy of

the preliminary memorandum to which reference is made in the

minutes.
Very g yours,
otge L Harriso
Governor
Honorable Roy A. Young, AW
Governor, Federal Reserve Board, A'!'m&mm
Weshington, D, C. . 18 1996
Fncls. (3) -

ft
A
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‘ELEGRAM

FEDERAL RESERVE BOARD
LEASED WIRE SERVICE
WASHINGTON 20454 ars

Jamaxy 12, 1989

Harrison

NHow Yoxk
Your lettexr Ji 10.| I have no objestiom to your dispatching the
nimites as tnthsotmmmmbmhmtmm

igitized for FRASER
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FEDERAL RESERVE BOARD
WASHINGTON

OFFICE OF GOVERNOR Jamuary 12, 1929

Dear Governor Harrison:

*Concerning the gquestion
the Federal Reserve Board,
matter of progedure the Bod
approve in advance a poliecjy recormmended by the committee, which
would then be executed by the committee, /or whether, as implied
in the Board‘*s letter of Nowember 27, 1928, the Board would
only approve any purchase or\sale of G ernmsnt securities at

the time it was to be made™,

The Board has reviewed all the minutes and recommenda-
tiona of the Open Market Investment\Commitfee since the meeting held on
November 2, 1927, and in view of the rec ndations made and the agtions
mbaequently taken, it has arrived ay the conclusion that it 1is extremely
difficult, in the great majority of okseg, to lay down any definite po-
licy for the purchaae 9; sale of Goverympe nt securities.

? Thcra ngb one cxcqétio rﬁng this péi'ijod which oeeﬂha
e a‘am;éry P2th mestings On'that/day
ahmld work Wward ﬁomet at firmer money, conditiona 8Q" raxg i

forahtes in the ‘kolm of GN&% '
; t thére. ‘be a mr:»ﬁhgr sale Of, Gav rmmn 1"*‘securitigea. ‘That, in stie 6pi-
o ‘8 ] it was“in & po:it‘vien $0 ap~

Therefore, the Bogrd o the inquiry is that & si-
tuation might arise, and probably wherein it can approve de—
finitely a movement in one diregtion or anothpr. However, the future is
80 indefinite, and whether the System buys or isells depends upon so many

' fastors that judgment alone eay determine whatishould be done or what
should not be done, that the Bpard reserves thx right to consider the mati-

ter when the purchase or sale/
] |

Your\a very truly,
3

Mr. Geo. L. Harrison, Chaiyman BR. A. Young,
Open Market Investment oy 1 tee, Governor.
igitized forFRASERFederal Reserve Bank, ‘ p ——
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FEDERAL RESERVE BANK

OoF NEWYORK

CONFIDENTIAL January 10, 1929.

Dear Governor Young: Tt 7
I am enclosing herewith copy of the minutes(of

Monday's meeting of the Open Market Investment Committee,

which is being sent to-day only to you and to the members

of the committee in order to secure any suggested corrections

which may be necessary. Inasmuch as the minutes refer to

gsome discussions with you, I should appreciate your going

over them and letting me know by telephone or telegraph

whether you think any changes in wording should be made

/4

rge L. Harrison
Governor

before they are sent to all reserve banks.

Very truly yours,

Honorable Roy A Young,
Governor, Federal Reserve Board,
Washington, D. GC.

enc,
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In view of the recent contimmed tendency toward an im .ese in the velums

of wredit, it is the opinion of the Committes that the System should de prepared

to sell wp to $50,000,000 of Gevernment securities during Jamusry er hhrnw. ,
17 the smount ef member dank imdebtedness is principal cities should diminish 27
‘te &l amount where money rates become so sasy as to stimlate further iacreases

in ¢ ';\wlm of aredit beyond that roqnir-d for business purpeses. The

S

ttes, howaver, sees no oceasion 5 dedbuiste T siatiem.
a-;‘&.m ’/».Ae/w:fy 5W‘M RS S ¥
The Cpmmittes feels W more definitien

of its fungtiens. Ia thy past the Committes bas felf and has umderstesd

that the Roard ocean in the view thut it was a reasonable and proper
divisien of nmrz?/m respansibility that 1% should recemsd policies,
that these Mﬂ:ﬁ'ﬂhﬂd then be approved or disspproved by the Fedmpel
Reseyve Board, nu that the Commjttee should then have suthority, withia
agresd limita, " ake Mmiquwhupmnau to oarry:ou the
policies se q’uv-l. It 1s manifebt that if the Comaittes were at liderty
to doth uum and execute policlies, the Board would bde without authority.
If on the otﬁu hand tho Oommittes cannet of ther determine or exeeunte pelicies,

1% 1s withont ssthority and would not seem to Serve its most wseful purpose.

5 ..

Aeviiatle, T Hows 8o
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MINUTES OF 1IF MEETING OF THE OPR LARKET INVESTIENT COILITIRE
HELD A7 1% OFFICES OF THE FUDDUAL RESERVE BOAD
WASHINGTON, D, C., JANUARY 7, 1929

i oY

The meeting was called fo order at 10:45,A.M, The following were presents
Governors Harrison (Chairmen), Fancher, Harding,
McDougal, Norris end Seay
Mr. Burgess, Acting Secretary.

It was voted to invite Governor Seay and Governor Jalkins, who were in
Washington on other uwatters, to ettend the meeting of the coumitiee and to invite
Governor Young to attend after a preliminary discussion,

The preliminery =ewmorandun on credit conditions and the report of the
secretery were reasd, and on aotion, accepted.

Governocr Harrison mede & statewment concerning the position of the accounts
of foreign correspondents, and the effects upon these accounts and upon businesgs
generally of a continuecd period of high money rates in the United Stutes, He indi-
csted that the principal importart banks of issue abrosd, with the exception of
Germany, have used large amounts of their foreign balances in sustaining their ex-
changes, and that the Bank of England had lost large amounts of gold also. Ilbreover,
in wost of the countries of RBurope the return of production and trade to more noruel
volume has created a deuand for zdditional credit and bank reserves. Under these
conditions there nas already been sorme stiffening in mouey rates abroad &nd soue
increases in the discount rates of banks of issue. Ihié vovenent is likely to go.
further if woney rates continue high in this country. It sceus likely, woreover,
that Burope uway require further amounts @¢f gold.

At this point Governor Calkins entered the weeting {11307 A. 1L).

Governor ikDougal raised the question whether it was desirmble for the
Federal reserve banks to uake the present charge of one eighth for their gﬁaranty

on bills bought for the account of foreign correspondent banks. Governor ilarrison

indicated that this wes a customury charge by banks in this country for this service,

;2 -

igitized for FRASER
tp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis

PEOCTE I S e



Reproduced from the Unclassified / Declassified Holdings of the National Archives e

DECLASSIFIED
. Authority E£.0. 2354 -
N R . -

and that if for no other reccon it wag desirable for the Federal reserve banks to
conform to the practice in this country so ze not to compete unfairly with member
banks,

There ensued gn inforual discussion of the general credit eituation and
the methods ﬁhich might be employed by the reserve banks to prevent further excessive
increases in the volume of credit, including a discussion of the year-end situation

v and

o

and’the probable return flow of funds to principal centers during Januar
Pebruary., The discussion included alco a review of the methods ewployed by the
reserve banks represented in dealing with mewber banks who were large or continuous
borrowers, It appeared to be the generzl view of those prescnt that interviews with
member bankers, to secure their cooperation in preventing excessive use of Federal re-
serve funds, were of great value, particularly at this time, as a ueans of uaking
sure that the seasonal return flow of funds is ewuployed in the reduction of bills

and securities of the Federal Reserve Systen,

The coumittee also discuseed the possible desirebility of a sale of secur-
itieg as & means of preventing the stinmulation of further increases in the volume of
credit in the first two :onihs of the year,

The committee then discussed the position of the present Open ikrket Com-
mittee in view, (1) of the fact that ot the joint conference the representatives of
all the banks indiczted a desire for the reorganization of the coummittee, and (2)
of the forum of the Federal Reserve Board's disgpproval of the recormendation adopted
by the meeting of the comuittee in Noveuﬁer.

At 12335 Governor Young was invited to join the wmeeting., Governor larrison
gswinarized for Governor Young the discussion which had taken place. Thereupon the
rembers of the Coudlttee discussed with Governor Young the status of the committee
indicating some possible ewbarrsssuwent in acting when not constituted in accordance
with the wishes expressed by the joint conference.

Goverunor Young indicated that the Board was still considering the recoruwen-

detions of the conference and that he hoped for action in the neur future.

Pigitized for FRASER
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Concerning the question of the relation of the comuittee to the Federal
Reserve Board, the question was raised whether as & matter of procedure the ‘Board
wos prepared ¢ s in the past to approve in advance a policy recomuended by the com=
wittee, which viould then be executed by the committee, or whether, as iwmplied in the
Board's letter of Iovember 27, 1928, the Board would only approve any purchese or
Bale of Uovernuent securities 2t the time it was to be made. Governor Young in-
dicated that in his view, and he belicved in the view of &« wuajority of the Board,
there wus so great difficulty in predicting in advance what po}icy should be followed
in the purchase or sale of Government securities that he believed the Board would
wish to defer the gpprovel of any policy until the tiue when the purchuge or sale
of securitics was to take place.

There ensued a discussion of policy as to the discount rates, direct action,
or the purchase or sale of Governuent securities,

The weeting adjourned at 2 p. ol

The committee re-convened et 3 p. m., there being present

Jovernors Harrison, Fancher, Harding, LicDougal,
Worris, Calkins and Seay,
ir. Burgess, acting secretary.

[he discussion of general credit policy and possible open wmrket operations
was resunmed. In view of the recent continued vendency toward an increese in the
volume of credit, the coumittee was of the opinilon that the System should be pre-
pared to sell up to 350,000,000 of Governuent securities during January or February,
if the auount of wewber bank indebtedness in principal cities should diwminish to an
amount where money rates become so easy =s to stiuulete further incretses in the
total volume of credit beyond that required for business purposes., It wes the
sense of the coumittee, however, that there is no occasion now to uake a recoumen-
dation, either c¢s to the purchuse or sale of Governuent securities for Oystew Account.,

After further consideration of the matters discussed at the morning session

the coumuittee expressed the view that it would be helpful and desirable to have soume

igitized for FRASER
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pore definite undersiundirg or definition of its functions, In the past the
Cowslttee has felt, and hus understood that the Board concurred in the view

nat it was a reasongble and proper division of authority and responsibility that
the Comulttee should recomuend policies, that these policies should then be ap-

ing Federal

ci

proved or disapproved by the Federal Rescrve Board and the particiown
reserve banks, and that if approved by the Board the Coumuittee should then have
authority, within specified liwmits, to take such uction #s may be approvriate to
cerry out the policies so approved for account of all banks desiring to participzte.

It vas the opinion of the Comuiitee that a continuance of this procedure
would be desirable and would focilitate the Committee's serving its most useful
purpose, especially if the wewbership of the comuittee is enlarged to twelve as
recommended by the joint conference last iovewmber.

At 4305 the commltiee wet with the Federal Reserve Board, there being
present in addition to those noted sgbove =

Governor Young,
lessrs. Platt, Hawlin, Jemes, Cunningham, and Pole,
lessrs, Goldenweiser, Bddy and ltClelland.

Copies of the preliminary memofandum on c¢redit conditions were distri-
buted to those present,

Governor Hlarrison then made a stetewent reviewingz the general credit
situption and che positian of foreign banks of issue, and sumserizing the com-
nittee's discussion at the morning session. He read to the .eeting the preliminary
draft of the winute which had been prepared to cover the Coumittee's views with
regard to the possible sale of securities and the scope of the functions of the
Couittee,

There ensued a discussion concerning the general credit situation, and
particularly the prospective movement of funds during January and February.

There wes also an informal discussion conccrning the possibilities of

broadening the bill market., Soume wembers of the Board raised the question vwhether
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the sale of bills from reserve bank portfolios would aid in the distribution
of bills. Representatives of the reserve banks present reported that in their
opinion there is an ample supply of bills available at all tiues for investors
without the necessity oi selling bills from reserve bank portfolios,

The meeting adjourned at 5:15 p. m.

W. Randolph Burgess
Acting Secretary
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CONFIDENTIAL

REPQRT OF THE SECRETARY TO THE OPEN MARKET INVESTMENT COMMITTEE
MEETING HELD IN WASHINGTON ON JANUARY 7. 1929

/}

At the time of the last Open Market Investment Committee meeting, which

was held in Washington during the week of the Governora' Conference beginning
November 12, 1928, the total holdings of Government securities in the System
Special Investment Account amounted to approximately - - - - - « - 75,000,000
There has been no change in the amount of total holdings in thg System
Account since that time aside from increases and decreases of a temporary nature
incidental to the completion of two mejor transactions, namely,
1« = On November 19 and 20 a block of $38,800,000 - 3 1/2%
Treasury notes due March 15, 1930-32 was taken
over from a foreign correspondent and held tem=
porarily in the System Accounts During the
succesding two weeks offsetting sales were made
to the market of
333,800,000 = 3 1/2% Treasury notes due
' March 15, 1930=32 '
5,000,000 « 3 ;/2% Treasury notes due
December 15, 1930=32
2+ = Transactions in connection with the December 15, 1928
Treasury financing, consisting ¢f sales from the
Systen Account as follows:
(a) To the Treasury for redemption;
$18,187,500 = 3 1/4% certificates
of indebtedness due
December 15, 1928
{b) To foreign correspondents (in partial
replacement of their holdings of cerw
tificates of indebtedness which
, matured on December 15, 1928):

$32,420,000 Mareh 15, 1929 certificates
750,000 December 15, 1929 "

igitized for FRASER
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These sales to the Treasury and foreign correspondents involved the acquisition
for the System Account of other short-term Government securities, almost half of
which consisted of the new 4“1/4% certificates of indebtedness due Decémbér 15,
1929 obtained by subscription,

Other transactions in Government securities which had no effect on the

anount of total holdings in the account consisted of

November 8 « Sales to the market of §6,000,000 =

3 1/2% Treasury notes due 193032
_ held in the System Accownt and the

purchase of 2 like amount of shortw
term certificates of indebtedness.

December 24 - Sale by the Federal Rescrve Bank of
Ddllas of their peorticipation of
Government securities in the System
Account amounting to $4,306,500.
These sgcurities were sold to the
other participating banks vwith the
understanding thoat Dallos would ree
purchase them within 90 days.

Since the last meeting of tho Open Market Investment Committee the
following requests were received by the Committee relative to the distribution of
bills purchased:

November 23 - The federal Reserve Bank of Kansas City, due to

their reserve position, asked to be rclieved of $10,000,000 of their
holdings of bankers acceptances. These bills were taken over by the
Committee on November 26 and distributed to the participating Federeal

reserve banks in the same manner as other bills purchased for System

igitized for FRASER .
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Accounts (Note: The Federzl Reserve Bank of Kansas City had pree

viously requested io be omitted as participanis in System purchases
of bills for the balance of the year).

November 28 «» The Federal Reserve Bank of St, Louls resumed
their participation in System purchases of bills which partici-

pation they had temporarily discontinucd on October 27.

Distribution of System Purchases of Dankers Acceptances

In accordance with the action taken at the meeting of the Open
Ylarket Investment Committee on July 18, 1928, allotments of System pure
chases of bills were made for the second half of the year 1928 in the sare
menncr as they were made during the first half of that year, namely, in
the proportion thaot eoch bank's cxpenscs, dividends and charge-offs borec
to the total of those itemss, Bills purchased by the Fedcral Reserve Bark
of Boston in excess of its pro rata share werc distributed among banks who
werg in a position to participate therein with the exception of thg Chicago,
Philedelphia and Richmond banks. The first named bank advised that they
did not wish to participate in Boston's overepurchases, and the Philadelphia
and Richmond banks advised that they did not wish to participate in overs
purchases of any Federal reserve banke The accompanying statement (Exhibit
"D") shows the earnings and expenses of all of the Federal reserve banks for
the year 19228 (first 11 months actual, last month estimated).

It therefore appeared desirable, in accordance with the usual
practice, to make allotments of all bills purchased for System Account,
bezinning with the new year, in the proportion that each bank's expenses and
dividends bear to the total cxpensecs and dividends of all of the banks, and
after obtaining the approval of the other members of the Committee, the
Chairman so advised all Federél reserve banks, at the same time asking if

they would cars to participate in bill purchases on the same basis as last
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years All of the banks replied in the affirmative except Philadelphia,
who advised that they did not wish to participate in any System purchases.
The Federal Reserve Bank of St. Louis requested that their allotment be
limited to $250,000 daily for the present. The-Federal Rescrve Banks of
Philadelphia and St. Louis® share of bills will be apportioned proportione
gtely to other banks who expressed a willinzness to participate in such

purchases,

Attached are statements showing

Exhibit "A" - Outright holdings of Govermnment securities
by individual Federal reservc banks and
their participation in the System Special
Investment Account; also, classification
of issues held in System Account by mature
itieg, all as of close of business
January 2, 1929,

Exhibit "B" = Bills purchased outright by the System
by weeks from December 29, 1927 to
December 26, 1928

Exhibit "C" - Statement showing earning asset holdings
of all Federal rescrve banks January 2,
1929, as compared with previous week and
Jenuary 4, 1928; also weekly average of
earning assets from December 28, 1927
to Januery 2, 1929, as compared with
corresponding period 1927 and entire
year 1927.

Exhibit "D" -~ Statement containing data regarding
earnings and expenses of all Federal
reserve banks for the year 1928 (first
eleven months actual, last month esti-
mated).
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EXHIBIT "A"

STATEMENT SHOWING HOLDINGS OF GOVERNMENT SECURITIES BY FEDERAL RESERVE BANKS
(Excluding Salcs Contracts)

Participation by Federal
Resorve Banks in System
Special Investment Acct.
Government Securities

as at the Close of

Outright Holdings of
Government Securities
by Federal Reserve Banks
as at the Close of -

Business January 2, 1920 Business Jenuary 2, 1929 Totals

Boston $ 1,588,500 - 6,584,500 $ 8,173,000
New York 1,443,700 22,743,300 24,187,000
Priladelphia 15,223,000 6,224,000 21,447,000
Cleveland 25,739,000 7;223,000 32,962,000
Zichrond 1,152,000 2,275,000 3,427,000
atlarta 2,741,500 2;207,500 4,949,000
Chicego 19,937,500 13,197,500 33,135,000
5t. Louis 16,625,500 4,417,500 21,043,000
iinneapolis 7,584,500 3,322,500 10,907,000
Kansas City 9,763,000 0 9,763,000
Dallas 10,008,000 0 10,008,000
Son Francisco 9,705,000 7,397,000 17,102,000

Totals +121,511,200 $75,591,800 $197,103,000

CLASSIFICATION OF ISSUES OF GOVERMNMENT SECURITIES
HELD IN THE SYSTEM SPECIAL INVESTMENT ACCOUNT
CLOSE OF BUSINESS JANUARY 2, 1929

3 3/8% C/I due March 15, 1929 $ 8,091,000
3 7/8% " v " 15, 1929 6,993,000
4 124" " " June 15, 1929 6,582,000
4 1/4% " " " Sept. 15, 1929 2,500,000
4 1/44 " " " Dee. 15, 1929 16,125,000
3 1/2% T/N " larch 15, 1932 5,000,000
3.1/2% ™" " Dec. 15, 1932 30,300,800

Total = = = = = - - - 475,591,800
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BILLS PURJHASSD OUfRLGH{ BY SYSiEl BY WakKs EXHIBIT *BY
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IKCHIASE or DECAEASS Deslers

in holdings Operations

' Includin, Sales Contrects °  wWith Other

Weeks New York -—_ New York Syster Districts
Ending Bogton- Bankg Deslors - Totel Prilg,.: Cleveland _dclyoad  Atlania Suigrzc  Jallas San Fran, fotuls Operatisns Opera.lars ce1ve nt
Jan, 4 § 3,029 $18,215 & 8 202 26,477 4,085 §1,200  $1,724  § 24 # 2,897 ¢1,18 $3,166 § 43,964 § 4,470~ 1,600 s 2,773 §7,658
10 12,85 28,70 20,825 = 49,533 2147 2,280 * 200 66 1,293 1,71 200 72, 585 1,900+ ¢ 54000 1,835 12,008
18 5,472 26,824 7,351 34,175 4,899 €30 130 e 2,420 ™ 2,304 50,831 13,700~ 23,500~ 1,55 7,320
25 5,584 19,208 4,565 23,713 4,696 n3 210 88 5,028 506 1,275 4,873 15,500~ 2,7%0- 2, 9,901
Feb. 1 n,0m - 0,225 4,946 45,17 5,411 1,613 155 152 5,13 1,042 2,367 72,495 30, 700+ 30,000« 4,962 9,923
8 7,508 14,111 5,702 19,813 4,842 2,272 433 32 4,393 762 1,099 41,154 13,800~ 8,100~ 5,299 9,526
15 1,083 4,584 6,174 10,758 5,177 76 0= 457 388 210 1,053 19,842 15, 200- 14,500~ 3,337 3,463
a 3,136 10,531 2,89 13,370 3,820 809 ~0- 131 1,356 584 439 24,245 2,190~ 1,500~ 2,461 6,927
29 3,407 17,003 3,760 20,763 4,641 252 918 98 2,109 275 1,649 34,112 9,300- 9,500=- 3,631 4,802
March 7 4,015 15,991 2,315 18,366 928 1,909 ' 244 107 1,738 1,259 1,901 29,567 8,700~ 5,300~ 2,384 4,437
14 7,162 17,290 5214 22,504 2,342 380 2as 105 2,536 1,152 1,47 38,066 7,700+ 4,900+ 1,313 5,06
21 4,529 16,50 2,733 19,624 2,921 723 270 4 2,340 1,034 4,968 36,913 10,500~ 10, 600 1,916 6,091
28 8,591 26,150 2,042 28,192 2,409 74 0= 30 1,676 926 997 43,535 12,600+ 13,500+ 919 10,736
April 4 10,256 21,347 5,903 217,250 6,476 795 450 348 7,849 281 2,297 56,002 2,800= 2,500~ 5,746 12,589
1 21,547 15,300 3,744 19,044 3,853 184 100 107 2,041 1,377 1,704 49,957 1,600- 18,000+ 1,075 17,812
18 13,632 19,997 10,643 30,640 7,770 500 122 60 4,898 1,04 4,830 63,493 30,500~ 10,500- 877 10,17
25 15,553 23,258 6,623 29,881 5,500 -0~ 398 203 622 1,132 3,391 56,680 1,200+ 15,100« 106 12,537
2 7,510 24,765 6,253 31,018 3,366 727 0= 5 2,025 1,564 1,459 47,474 3,800« 2,700 8,215 6,Mn3
w3 4,703 - 20,887 10,938 31,825 om 100 1,134 184 2,319 638 278 45,952 1,600+ 2,000+ 5146 3,324
16 1,944 12,772 3,702 . 16,474 3,364 507 735 411 1,568 608 3,120 28,731 19,266~ 17,812« 2,763 5,922
23 3,548 9,043 2,42 11,464 755 636 50 126 3,539 865 554 2,537 14,666~ 16,730= 3,872 4,780
29 7,527 - 7,437 1,928 9,365 714 198 165 139 187 750 29 19,264 21,617- 26,574~ 2,166 5,213
Juns 6 2,965 4,342 3,835 8,177 883 1,007 127 -0=- 517 1,370 1,826 16,872 34,563 37,594= 5,070 4,047
- 18 5,982 3,865 4,165 8,030 2,283 531 491 -0~ 336 829 786 19,268 26,T46= 25,977- 5,584 4,861
20 5,093 2,727 4,810 7,537 1,524 977 506 31 459 665 3,542 20,314 16,4M- 16, 535- 3,873 6,044
27 8,726 5,582 4,836 10,413 2,967 1,226 178 -0~ 925 969 1,216 26,625 5,549 450- 1,559 17,396
Juy 3 3,035 - 6,933 3,747 10,680 2,088 1,007 -0~ -0= 37 1,108 2,276 20,231 136+ 13,768- 4,497 4,503
on 8,666 11,122 2,069 13,191 2,140 1,357 342 6 1,342 b4s 4,653 32,340 22,768= 22,022~ 2,946 17,188
18 6,939 12,158 1,256 13,414 1,34 -0~ 115 -0~ 7 459 1,59 23,834 5,495= 6,507 4,644 3,404
25 5,625 10,775 2,201 12,976 853 629 151 117 13 567 2,153 23,084 13,278- 11,952- 2,738 6,264
g, 1 8,684 6,607 1,962 8,569 1,501 745 255 -0~ 283 695 2,855 23,585 2,697- 3,204= 5,312 10,326
8 4,243 8,459 2,51 11,038 357 1126 0= 0= Q= 566 934 17,264 5,228« 4,032- 3,090 4,852
15 6,352 15,487 6,8M 22,358 1,353 1,283 202 60 75 662 2,230 34,575 19,135+ 28,055+ 2,350 5,377
22 4,022 7,817 3,243 11,060 140 42 340 -0 545 1,216 979 18,722 8,832- 6,302« 4,027 6,825
2y 3,939 15,077 3,525 18,602 195 79 450 24 498 900 1,772 27,159 2,690- 699+ 3,929 3,694
sept, § 4,355 5,047 3,195 8,242 933 119 50 -0- 67 273 3,864 17,903 1,298- 2,497+ 1,906 5,960
12 8,374 145 13,704 13,849 2,221 580 326 -0- 995 959 8,147 25,431 11,034+ 24,364+ 2,289 9,191
19 4,483 9,481 30,876 40,357 4,960 789 175 50 442 665 4,186 56,107 17,115+ 26,029+ 1,99 6,39
26 3,473 17,662 13,051 30,M3 4,113 637 0= 6 919 1,132 4,256 45,249 21,587+ 26, 230+ 2,565 3,654
Oct. 3,423 17,742 20,519 38,261 1,935 1,503 ) -0- 514 368 3,836 50,131 36,589+ 46,557« 2,262 5,269
10 1,938 21,097 18,053 39,150 1,817 540 100 6 817 596 5,568 50,535 16,624+ 21,792+ 2,459 3,761
17 8,315 12,578 20,333 32,911 1,857 338 236 -0~ 976 481 4,656 49,770 41,895+ 47,641+ 2,055 3,677
24 10,832 32,381 5,323 38,204 1,746 1,127 384 1 902 1,295 3,383 517,884 11,810+ 22,069+ 3,623 9,092
3a 6,584 33,560 7,399 40,959 2,554 793 152 50 272 506 2,863 54,73 29,228+ 38,898+ 2,516 17,251

Nove 17 4,544 ° 23,857 7,029 30,886 2,543 454 1,938 -0- 229 304 4,763 45,461 4,133+ 8,269+ 4 4
‘14 10,282 20,958 5,240 26,205 1,99 1,48 *o- 17 a 107 30515 43954 15'803 25 155 LN me
21 8,051 22,337 9,940 32,2717 309 == 50 -0= 1,424 972 4,364 47, 447 8.079, 9,764+ 3’0‘0 8.226
28 13,065 18145 57300 24,445 1,82 853 479 17 1,125 592 5,906 4,864 580 1,821 4,497 13,873
Dec. § 8,548 14,226 1,195 15,421 1,781 -0- a1 62 1,075 611 2,769 30,670 5,916~ 4,573- 3,597 12,497
12 7,4 20:473 4,215 24,693 1,175 255 657 -0= £13 465 5:132 4,675 14,357 16,553« 4:1;5, s',:?;a
19 12,272 12,524 5,953 18,577 4y 315 -0~ 200 49 2,210 1,24 6,942 46, 406 53,865- 4,212~ 3,319 16,51
26 9,615 8,959 13,094 27,053 2,739 =0= 495 10 2,232 608 3,313 81,121 19,980+ 36,159+ 1,938 5,739
TOSALS $364,400  $813,325 $363,408 $1,176,735 #140,719  $37,056 17,352 §3,230  §79,575 $41,249  §151,752 42,012,666  §70,450=  $103,966+ $164, 466 §381,577

A\
Sules Tlet
Quisi ht “ontracts ‘J'nan;o
Axtial caunge in oy .b2m's Loliin s darin neriod $1°7, 747+ $9, T83= 9103,966¢
Busei uxclusively on hew York'u 00 Fuil0.s, Siieo a0ul. w Ve w.ua bb,29]1= 4,159= 70, 450-
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EXHIBIT "8 (a)

CLASSIFICATICN BY MATURITIES OF BILLS PURCHASED
BY FEDERAL RESERVE BANKS IN THEIR RESPECTIVE DISTRICTS
DURING THE PERIOD FROM DECEMBER 29, 1927 TO DECEMBER 26, 1928
EXCLUDING SALES CCNTRACTS
(000 Omitted)

Over
1-30 days 31-60 days 61-90 days 30-days Totals

Doston & 77,736 3 72,1720 $191,591 322, 353 ¢ 364,400
New York 479,276 235,835 422,533 39, 089 1,176,733
Philadelphia 23,693 38, 384 78, 642 0 140, 719
Clevelond 768 12, 401 22, 59¢ 1,288 37,056
Richmond 3,857 4,876 8, 619 0 17, 352
Atlanta 1,069 1,054 1, 699 8 3, 830
Chicago 23,219 36,547 19,809 0 79,575
lallas 5, 632 9,816 13, 451 12,350 41, 249
San Francisco _ 24 913 40, 778 77, 686 8,375 151,752

Totals $640,163 $452, 411 +836, 629 983,463 ' ©2,012, 666
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EXHIBIT "C"
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SLATEMENL SiOWING EARNING ASSEL HOLDIKGS OF ALL FEDLAAL RIESENVE BANKS JANUARY 2, 1929 COMPARED WITH PREVIOUS WikK AND JANUARY 4, 1928; ALSO WEEKLY AVERAGE OF
EARNING ASSufs FROM DECANBIK 28, 1927 [0 JANUARY 2, 1929 AS COWPARED WIIH CORRiSPONDING PERIOD 1927 AND ENTIRE YEAR 1927
{000 Omitted) N

&

%

Bosgton New York Phila. Cleveland Richmond Atlantae Chicazo St.Louis Minn, Kan, City Dallas San Fran, 2“2’3.1‘.’. §

Bills Discounted - Dec. 26 $91,947 $387,841 $96,304 $112,640 $40,517 $59,882 9201, 769 §43,177 $13,201 448,533 $15,660 $56,108 $1,157,579 g

“ " Jan, 2 55,859 495,458 83,723 91,775 46,284 55,278 173,850 38,540 9,457 40,199 16,957 44,084 1,151,464 =

Net Change 36,088- 107,617+ 12,581 20,865= 5,767+ 4,604~ i 27,919~ 4,637~ 3,744~ 8,334~ 1,297+ 12,024~ 16,115 iﬂz

%

Bills Purchesed - Dec. 26 49,284 159,387 15,502 51,699 25,130 3n,645 40,205 11,653 21,932 1,209 24,539 58,085 489,270 =

" " Jan, 2 54,667 146,789 16,353 52,996 24,705 31,877 39,494 11,172 21,6mMm 1,264 25,273 58,097 484,358 S

Net Chenge 5,383+ 12,598- 851+ 1,297+ 425« 1,232+ 1 711= 481~ " 261~ 55+ . 734+ 12+ 4,912- §

Government Securities = Dec, 26 8,173 54,792 21,447 32,962 3,427 5,285 36,690 21,042 10,907 10,513 9,988 17,102 232,328 £

wrment Seclrities = e %2 8’173 8706217 21,447 32,962 3,427 5,279 | 35,465 21,043 10,907 10,513 10,008 17,102 243,953 &
Net Change 0= 12,835+ -0- -0~ -0- 6~ ©1,225- 1+ ~0= "0 20+ =0 11,625+
Totael Barning Assets = Dec, 26 ' 149,404 602,020 133,253 197,301 69,074 95,812 278,6€4 75,872 47,925 61,755 56,687 131,545 - 1,899,312
" " " Jan, 2 118,699 709,874 121,523 177,733 74,416 92,434 248,809 70,755 43,670 53,476 58,738 119,533 1,889,660
Net Change ' 30,70 5= 107,854+ 11,730~ 19,568~ 5,342+ 3,378~ 29,855- 5,117= 4,255= 8,279~ 2,051+ 12,012~ 9,652=

Comparisor of Weekly Average
9f Berning Assets

Dec. 28, 1927 to Jan, 2, 1929 104,083 411,684 124,189 144,588 63,767 79,004 195,869 66,926 40,382 58,269 51,428 115,630 1,455,819
Same period 1927 79,546 282,822 88,085 111,895 55,679 49,115 155,812 59,695 35,5317 55,562 46,416 100,415 1,120,579
Entire year 1927 79,546 282,822 88,085 111,895 55,679 49,115 155,812 59,695 35,537 55,562 46,416 100,415 1,120,579
Net Change from same period 1927 24,537+ 128,862+ 36,104+ 32,693+ 8,088+ 29,889+ 40,057+ 7,231+ 4,845+ 2,707+ 5,012+ 15,255+ 335,240+ > h-l
" " *  entire year 1927 24,537+ 128,862+ 36,104+ 32,693+ 8,088+ 29,889+ 40,057+ 7,231+ 4,845+ 2,707+ 5,012+ 15,255+ 335,240+ g._ ;-
o] :
Comparison of Esrring Assets 5 O
. -
Januery 2, 1929 118,699 709,874 121,523 177,733 74,416 92,434 248,809 70,755 43,670 53, 476 58,738 119,533 1,889,660 m Q
" 4, 1928 105, 767 465,048 146,259 152,069 83,546 47,224 214,798 62,565 44,791 . 60,636 57,769 95,821 1,536,293 [ >
Net Change 12,932+ 244,826+ 24,736= 25,664+ 9,130~ 45,210+ 34,011+ 8,190+ 1,121= 7,160m 969+ 23,712+ 353,367+ E.'; »_-:-’
" g

SUMMARY FOR SYSikM ' J

Bills Discounted for week , $16,115-
Bills Purchased for week 4,912
Govermment Securities for week 11,625+
Total Larning Assets for week 9,652=
Comparison of Weekly Average of Larning Assets Dec, 28, 1927 to:Jan, 2, 1929

with saze period 1927 ' 335,240+
Comparison of Weskly Average of Earning Assets Dec. 28, 1927 to.Jan. 2, 1929

with entire yesr 1927 335, 240+
Corpurison of Earning Assets January 2, 1929 with January 4, 1928 353,367+
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Boston

New York
Philadelphia
Cleveland
Richmond
Atlanta
Chicago

St. Louis
Minneapolis
kansas City
Dallas

San Francisco

Totals
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EXHIBIT "D"

DATA REGARDING EARNINGS AND EXPENSES OF ALL
FEDERAL RESERVE DANKS FOR THE YEAR 1928
(First eleven months actual, lnst month estimated)

{000 Omitted)

Estimated
Expenses Year-end
Gross and Charge- Net

Eornings Dividends ___offs Earnings
¢ 4,455 % 2,599 9162 ¢ 1,694
18,062 9,589 484 7,989
5, 308 2, 999 ' 163 2,146
6,133 3,575 293 2,265
2,863 1,874 83 906
3,582 1, 610 751 1,221
8, 730 5, 037 528 3,165
2,890 2,062 443 385
1, 684 1,219 92 373
2, 637 2, 057 168 412
2,129 1,614 42 473
4,808 3,166 340 1,302
$63, 281 537, 401 $3, 549 22,331
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' PRELIMINARY MEMORANIUM FOR THE
OPEN MARKET INVESTMENT COMMITTIEE
Janwary 7, 1929

The total volume of business in 1928 as compared with 1927, including
monufacturing, trade, crop production, building, etc., showed (as nearly as can
now be estiméted) an increase for the year of approximately 3 per cent.

A comparable figure for the growth in the amount of credit in use is
less easy to_cgmpute_because much of the increase in credit did not take the fprm
of bank loans but rather loans made by individuals and corporations, and was re-
flected in the banking figures in the increased velocity of bank deposits. . Ir,
however, the growth in bank loans and investments from June 1927 to June 1928
(to take the mid-points of each year) is increased by the increase in recorded
loans for individuals and corporations made on the New York Stock Exchange, there
appears to have been a total increase in credit of more than 8 per cent. 4n
equal rate of growth is shown if the figures arc taken from December 1927 to
Jecember 1928, as nearly as can now be estimated.

The computation can be made another way by computing the change in bank
deposits multiplied by their velocity (M V of the equation of exchange) which would
give an indication of the use of credit. These figures show an increase of about
25 per cent from the last quarter of 1927 to the last quarter of 1928, This
compa}es with a 15 per cent increase in 1927,

C§%§A Thus, the best estimates that we can make indicate that the increase in
the use of credit has been quite out of relation to the increasc in business, In
past years such a lack of relationship has usually been accompanied by changes in

prices of different kinds, and often by speculation in commodities or securities.

AT BOARD MERTING |

During the past year, as we know from the scgregated reports, much of the increase

in ercdit has found its way into loans to brokcrs on the Stock Exchange.,
At a number of times during the year there was some evidence that the
expansion of credit had been checked. This was true in February, in June, and

again early in December, But on each occasion the expansion was again resumed -
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after a brief pause and while the total loans and investments of reportipg member
banks are only slightly higher than in May of 1928, nevertheless the total of all
credit in use has continued to increasec.

Wnile this credit expansion, does not as yet constitute any ponsiderablg
dra}n on the country's basic bank reserves since it has not expanded bankvdeposits
by any large amount, it is a potential drairn. for the loans made by corporations_“”'
and individuals, constantly threaten to be converted into bank loans, particularly
at times of strain, as was illustrated at the year-cnd whenlNew York City banks
were called upon to put $581,000,000 in the market in the last five days of the
yoar, with the consequence that the reserve ratio of the New York bank was
reducod to 55 per cent on Decerber 31. S50 that, quite aside from any dangers
thet may be incident to the possibility of a deflation in the present level of
stock prices, the continued growth in credit is at least a potential use of bank
reserves at a more rapid rate than could be continued indefinitely especially in
the face of actual and possible future losses of gold.

The Federal Reserve System thus gppears to be facing at the beginning
o. the yezr the same general problem which it has faced during the entire year
of 1928; that is, the problem of checking any unnecessary expansion of credit withe
out, if possible, seriously penalizing businesss ‘

Year FEnd llovement of Funds. The Christmas and year-end requirements

Tor funds called into use a slightly larger additional amount of Fede?al reserve
crcdiﬁ than in preceding years. Total bills and securities in tbe System werec
increascd fron $1,SO0,000,QOO about the middle of November to nearly 31,900,000,000
n the last woek of the year. In recent years the retirement of Federal reserve
credit during January has been a little over $4Q0,000,000, end the problem this
nonth appears to be to make sure that the seasonal return flow of currency and
credit is applied to a recduction of Federal Reserve credit in use so that it

will not be made the basis of any unnccessary cxpansion of bank credit.
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The following figures show the changes in Federal reserve credit at
reporting dates of January and February in the past two years, taking as a

starting point the figurcs for the lust reporting date of the preceding year.

Changes in Supply of Federal Rescrve Credit from last reporting date
in previous year
(In millions of dollars)

(Curulative figures)

Government
Bills Securities Discounts - Total
1927 1928 1927 1928 1927 1928 1929 1928 1927 1928

(Deee 29)  (Dcc. 28)

+ 25 -9 w88 =70 = 63

Jan. 5 Jan. 4 + 10 + 1 -~ 3
12 11 - 41 + 1 - 6 - 58 221 -170 -267 -221
19 18 - 42 - 17 - 4 ~-104 =295 -197 -341 -318
26 25 - 77 - 39 - 14 -162 =346 224 ~438 -425

Febe 2 Feba 1 - 50 - 9 - 13 -169 «318 -186 «381 -364
9 8 w 76 - 17 - 12 «202 =332 - 150 421 -369
16 15 - b4 - 31 - 5 =195 =315 -128 -385 ~354
23 2} - 99 - 33 - 12 201 ~313 - 148 ~-425 -383

Tare 2 29 - 90 - 42 - 6 -195 =276 =116 -373 -354

It will be observed from these figures that last year the diminution in
the bill portfolio during January was smaller and more gradual than in 1927, thus
offsetting soricwhat the effectiveness of large sales of government securities.
The liquidation of bills will be somewhat diffigult this year because of the
nrescnt relatively low position of bill rates in thg narket, although recent irm
crecses of bill rates should aid in securing a normal reduction of bill holdingse

If we .assume a normal reduction of $50,000,000 to {100,000,000 in bill
noldings during January)and a withdrawal of funds through gold earmarking of
75,000,000 in the first two weeks of the year,therc might be expected to be a
reduction of abou{ﬁQB0,000,000 or $300,000,000 in bills discounted. This would

nean a reduction of rediscounts for the System to $850,000,000 or 900,000,000

=Y
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during January and February, or about the same amount as was maintained during
Optdber and November, a period during which there was a vigorous increase in
bank credit, and during which money rates tended to ease somewhat. Already
borrowings of New York City banks have been reduced to about $200,000,000 and
further reductions are likely.

The two possible methods for maintaining the amount of discounts would
be the sale of govermment securities or an additional liquidation of the bill
portfolio beyond what normally takes place. The two possible means of making
any given amount of member bank indebtedness more effective ih its pressure on
the_credit situation, if this is regarded as necessary, would appear to be ine
creases in discount rates or direct dealing with member banks.

In determining what, if ény change* in policy, should be adopted, and
the methods to be employed to effect it, the three major points for consideration

should, of course be

l. The effectiveness of such action in controlling unnecessary
expansion of credite

2o The effect of any such action upon domestic business.

3. The effect of such action upon the world monetary situation

and indirectly upon world trades
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At the meeting today there was ordered circulated the attached

Committee &t ThHAt Time. .

vernor Young
. Hamlin

. Platt
. James
« Cunningheam

[=r. Miller ,
Mra POIO.WVW N/}(
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From 3 MoClelland. o
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letter dated November Zsta from the Acting Secretary of the Open i -/n 5 .f'“"“" "

Market Investment Committee transmitting copies of minutes(o# the '
meetings of the Committee held in Washington at the EEERE
recen P or with data submitted to the ;“;,,

4,‘ '
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FEDERAL RESERVE BANK
ofF NEw YORK
CONFIDENTI AL November 28, 19¢28.

Dear G nor Young: ; . 5
eur Governor g “/t 3/.» TEET I S5
I am glad to enclose herewith copies of the minutes\of the Far ad Frmvaste,

meetings of the Open Market Investment Committee held on November 13 .
and November 15, ss well ag a copy of the minutes of the meeting of
the Open Market Investment Committee and the Governors Conference in
Jjoint session with the Federal Reserve Board on November 16. For
your convenience in reference I am enclosing with these documents a
copy of the secretary's report as well as a copy of the preliminary
memorandum to which reference is made in the report of the Open Mar-
ket Investment Committee.

In forwarding these minutes to the Federal reserve banks
I have done so with the understanding that the Federal Reserve Board
has not yet taken sany action with respect to the report. I have in-
formed them that 1 would adviee them as soon as we are informed of

the action of the Board.

' Very truly youfs,
AT BOARD MERTIRG 0{%}2{4&, |
G

.3 192¢ GE 1,. HARRISON,
Acting Secretary, Open Market
Investment Committee.

Honorable R. A.-¥6ung,
Governor, Federal Heserve board,
Washington, D. C.

Encs.
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FEDERAL RESERVE BANK

ofF NEw York

PERSONAL November 26, 1928.

Dear Governor Young:
I am glad to enclose herewith copies of the minutes of
the meetings of the Open Market Investment Committee held on ) -
M J 1h 3 199‘{"333" &
November 13\and November 15\ as well as a copy of the minutes! of 7 trnd Mooy,

the meeting of the Open Market Investment Committee and the Gov-

ernors Conference in joint session with the Federal Reserve Board

N e L _
on November 164 For your Tonvenience in reference 1 am enclosing
- y—rE 2%
with these documents & copy of the secretary's repggﬂ as well ss

. 1~19-28
a copy of the preliminary memorandpm}to which reference is made in

the report of the Open Market Investment Committee.

Very truly yours,

GEORG Klnmmsoﬁ,

Acting Secretary, Open Market
Investment Committee.

Honorable R. A. Young,
Governor, Federal Reserve Board,
Washington, D. C.

Encs.
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" Novem._c 1 1928,

CONFIDENTIAL

f
A

/ -
REPRT F THE COPEN n/;n‘wr INVESTMENT COMMYII TEE -

b
&
;f
.qh-’.-..
/

! The Conmittes has reviewed the prelininary memarandum submitted by the
Chairman in relation to oroﬂit tnd money market oonditions of the past year.
It has given specisl oonlidgration to the development of conditicns since
the last repart of the cgd';ittoo on August 13th and to the effect of Federal
Reserye policies on volure of oredit and the rates for money during the

period‘of oredit movement whose pesk has probebly now passed. The Committee

A

AT BOART MWw NG
NOY 19 199¢F Z};

esls that the poliocy of the System has been substentially effective in pro-
viﬂ.’mg ocredit for seasomal agricultural and camercial purposes at relatively
la rates and withcut any abnormal increase in the total volume of member
bank loans and investments for this periocd of the year.

The Comnittee is of the opinicn, however, that it should still be the

polic}e_ of the System, if possible, to prevent any unduly rapid or mmeces-

YRS

AT BOARD VMERTTNG
vy 16 1928

sary further inoresse in the total volume of benk oredit, although in fact
the totel loans and investments of all reporting member banks are now
slightly below the high point of Mey in spite of the usual Fall inorease in

the demand for credit for erop movement purposes. But we are approaching

the ususl seasonsl demand for currency for holidey purposes. This will
result in increased borrarings from the Federal Reserve Banks except to

the extent that further gold imports offset the demand for Federal Reserve
acoomodation. It is not possible to estimate the extent of the present
gold movement or its ultimate effect upon credit conditicns and mmey rates.
Alresdy there is same evidence of easier money rates oontfibuted to partly
by the inflow of gold and partly by the large inoresase in the bill part-
igitized for FRASER
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folio of the Federal Reserve Janks, each of which has cau§ed a reduction
of member bank discounts in the Yew Tork district. Some of this increase
in the bill portfolio is due to the sale of bills by foreign benks to sup-
pért their exchanges, which have felt the pressure of high rates in this
country.

Put while these conditions appear to have an easier tendency at the
moment, nevertheless the uncertainty of the gold movement, the asproaching
demand for currency, and the usual demand for Tederal Reserve credit during
December suzgest to the Comuittee that the System should still be prenared
in the event of an emerzency to prevent any undue stringency of credit
during this period.

ith all these facts in mind, the Committee renews the recommenda-
tion conteined in its reoort of iugust 13th that it should be the policy of
the System to purchase “overnment ;ecurities if and vihen it migut vecome ne
cessary to avoid an acute credit stringencye.
The Commnittee would expect to take such steps as may be needed to
carry out this policy, if approved, with the understanding however that it
would be adviseble to have another meeting of the Committee in the event

' ]
Lat any substantial change in conditions mnalkes that necessary.

ederal Reserve Bank of St. Louis
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November 14, 1928,

&1

Q
= S PRELIMINARY MEMORANTUl{ FOP. THE OPEN MARKET INVZSTMENT COMMITIEE
AN &

< ,
< =
=N In the summer of 1927 the Federal KReserve System adopted a
o

D policy favoring easier money conditions, given effect. by the purchase

By

Autho

of a moderate amount of Government securities and a reuuction in discount
;ategufrom 4 per cent to 3 ;/2 per cent, The primarj rurposes of thia
policy were: first, to avoid a continued gold import and a serious strine
geney in world money markets, which might have delayed world financial
recovery and reacted advgreely upon world trade and the trade of this
country; and second, to cushion, as far as it could be done by easy money,
the business recession which was beginning in this country. ithen this
policy wasg adopted, it was recognized that there was danger of stimulating
excessive use of credit in speculation,

In general, the results desired from this rolicy came to pass.
Foreign sxchanges which in several cases had been close to the levels at
which gold would tend to flow to this country were almost immediately

strengthened, stringency in world money markets was thus avoided, and our

foreign trade was maintained at high levels, In fact the gold and the
dollar exchange which other countries acquired in the summer and autumn

of 1927 placed them in a position of such strength that they have since that
time been less depemdent upon conditions in this country, Although the ree
cession in business activity continued until the end of the year and there
was some unemployment during the winter, the recession was not serious and

was followed by a quick recovery which was probably aided by casy monsy,

Gold Outflow
The strengthening of the exchanges proceeded to such an extent

that in the autum of 1927 gold began to move from New York on exchange
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@ransactions. These exports were in addition to a large movement of gold
to France in connection with that country®s preparations for tbe return
to the gold standard, a movement which would probably have taken place
regardless of the exchange position. Altogether net gold exports totaled
over 500,000,000, an unexpectedly large amount.

During the early part of this gold outflow the pplicy of buying
Government securities to prevent a tightening of the market was adopteds
sdditional securities were purchased also to offset sales in fugust and
September of sterling which had been acquired earlier in the year by a
sale of golds &s the autum advenced, however, it became evident that
credit was expanding mere rapidly than the country's business requirede
To meet this situation and in view of the fact that the purposes of‘the
easy money policy adopted earlier had been largely accomplished, the
purchase of socurities was discontinued in November, although the gold
movement continued. In January the Reserve Banks began selling secur=
ities, a procedure the necessity of whicih had been forecast in the
Open Market Committee report to the Governors! Couference in October.
The effect of these sales, together with gold exports,’ was to lessen
the seasonal liquidation of member bank borrowings aand largely to pree

vent the usual softening of money rates in January.

Effects of Security Sales and Discount Rate idvances

The sales of securitics were followed in February by a general
advance in discount rates, which with later advances are shown in the
accompanying schedule of discount rates of the different Reserve Bankg.
For a time speculative activity subsided somewhat, and reporting member
bank loans and investments decreased moderately in January and February.

However, a new outburst of speculation on a larger scale than ever before

ederal Reserve Bank of St. Louis
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occurred in March and April, which led to a renewed and more rapid increase
in bank credit {Chart II),  .Jithin a period of ten weeks the loans and |
investments of reporting member banks increased a billion dollars, an ine
crease nearly equal to a full‘year‘s growth under ordinary circumstances.

The sale of securities from the System Special Investment Account
was resumed in the latter part of March and continued more rapidly in.April,
although the market for governments was so weak that it was difficult to sell
such securities. 4s securities wero sold open market money rates advanced.
But as a consequence funds were attracted from other districts, and there
was increased discounting at the Reserve Banks in those distriets. This
flow of funds to New York largely offset the effcet of security sales in
New York, so that the indebtecdness of New York City banks showed for some
time no material increase. ioreover, as money became tighter, the general
distribution of bills was retarded and the Federal Resecrve portfolio de-
clined less then usual at this season. In this situation, funds coming
into the moncy market from sources outside of New York were supplemented
by a substantizl increase in the loans of New York City banks for their
omm account.

It was not until the second advance in Reserve Dank discount
rates was made effective in the latter part of April and in May that
expansioen of credit was halted. Exkept for a témporary rapid increase
early in July which was followed by a further rise in discount rates in
all but four western districts, the loans and investments of New York
City banks tended to decline from May to :imgust, and in other districts

the expansion was checked,

.

Although the activity of the security markets has again in-
creased to new high levels during the past two months, and prices have

advanced higher than ever before, a considerable part of the required
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credit has been obtained from sourees other than member banks and the
total loans and investments of‘the weckly reporting banks have remained
below the May levels.b The increase in brokers loans for account of others
ropresents, however, a potential expansion of bank credit because the banks

would be obliged tc take over loans called suddenly by these other leaderses

Autumn Credit Requiremenis

As the season of autumn currency and credit requirements approach=
ed it was recognized that the steady rise in money rates, which had followed
the gold outflow and Reserve Dank sales of gecurities and rate advances,
comstituted a danger to the business of the country if it proceeded much
further. The comparison of rates prevailing in august with those of a

year previous indicates the extent of the Tisee

{ /verage or prevailing rate during month)

sugust 1927 sugust 1928

Call money < renewal rate 3 5/8 6 7/8
Time money =~ 90 day 4 1/4 6 1/2
Frime commercial paper 4 5 1/4-1/2
BDills «~ 90 day unindorsed 31/8 4 5/b
Customers? rates on commercicl loans *4,38 *5,34
Treasury certificates and notes

Maturing December 15 2. 70 4436

Maturing Merch 15 3.C6 4443
Federal Reserve Bank of New York

rediscount rate 31/2 5
Federal Reserve Bank of New York

buying rate for 90 day bills 31/ 41/2

* Prevailing rate for T day period ended October 15,

Jnile the largest advonces had occurred in rates on "street
loans,” the advances in commercial rates had been substantial and the
tendency was toward still higher rates., It was pointed out at the July
meeting of the committee that high commercizl money rates in past years

had been followed frequently by a recession in business activity afler
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an interval of six months teo a year, attributable mainly to the curtailment
of building activity and to the partial stoppage of new capital for busim
ness enterprises,

To prevent money conditions from becoming more stringent during
the season of autumn trade and crop moving, the purchase of Government
securities was considered but it was felt that such action would be followe
ed immediately by a new outburst of speculative demand for additional
credit which might absorb the credit extended fpr business uses. It was
finally decided that the policy of maintajning bill rates at their current
lpvels and purchasing freely bills offered by banks and dealers would
prpbably put into the market sufficient Federal Reserve funds to meet
autumn credit needs, thus preventing a further rise in commercial money

rates.

Effects of 1928 2ill Purchases

Due to an extraordinarily large volume of bills in the market
and the presence of few other buyers of bills because of the low level of
acceptance rates relative to other opeh market money rates, the volume of
acceptances offered to the Reserve Danks for purchase bas been much larger
than in any previous year and has exceeded the seasonal increase in the
demand for Federal Reserve credit, thus tending to cause a2 reduction of
about 100 million dollars in member bank indebtedness and some casing in
noney rates at a time when the demand for credit for speculative use is
as sironz as ever before.

Unless conditions change it seems probable that money rates
will continue at present levels, with call money between 6 and 7 yer cenf,
for a few weeks before the holiday currency requirements are oncountered.

Further, it seems likely, if present tendencies continue and if the bill

Federal Reserve Bank of St. Louis
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portfolio continues large, that the total indebtedness of member banks
after the return of currency from circulation in January will be reduced
' .
temporarily to 750 million or less, and the indebtedness of New York City

banks may be reduced to an extent that would be an incentive to expansion

of loens by these banks,

Credit lFolicy

Metnods which the Reserve Banks may well consider to avoid too
easy money are: an increase in bill buying rates, the sale of securities,
and dealing directly with memper banks.

The question, therefore, to which the open market should give
consideration is whether sales of Government securities should be made
either immediately or after the first of the year, if it scems wise to

continue the pelicy pursued in rccent months.

The Three Major Factors

as bearing uron the uestion of continuing the present policy
directed toward high money rates, especially for speculative use, the
outcome of the rresent situation would appear to devend mainly on three
factors and on the timing of these factors:

1. Culmination of expansion of credit for stock speculation

2. Effect of present money rates on the volume of business

3, Effect of present money rates on world money rates and

world trade.

Te 43 far as stock speculation is concerned, it is, of course,
impossible to st a date when the present movement will culminate. It is
impossible to pass judgment now upon the extent tc whick the rscent move-
ment is uron a sound economic basis and the extent to which it represents

boom psychology. The question can only be settled by time and the test of

high intcrest rates,
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Rs although rates on commercial loans are 1 1/4 to 1 1/2 per
cent higher than a year azo, and higher rates usually rcact upon business,
there is as yet no evidence that these rates or the condition of the money
market have been found prohibitive to the issuance of all necessary shorte
term credit for agricultural and business purroses, Industrial activity
showed a rapid recovery early in the year and has since maintained 2 high
level, and commodity prices have risen moderately, The higher money rates
have caused a substantial decline in the flotation of long~term bond issues,
but domcstic corporations have continued to obtain large amounts of new
capital, as conditions have been favorablec to obtaining larger amounts
through stock issues than in any previous year.,

New Carital Issucs of Domestic Corporations
(excluding rofunding)

(In millions of dollars)

Total of Bonds,

Bonds and MNotes Stocks Notes, and Stocks

1927 1928 1927 1928 1927 1928

January 347 224 94 109 441 333
February 268 261 258 115 526 376
March 255 197 106 135 361 332
April 233 240 81 204 314 444
May 290G 212 125 229 415 441
June 371 153 111 337 482 490
July 206 101 72 172 278 273
august 169 120 79 61 248 181
September 189 181 107 148 296 329
Octobor 350 198 95 356 445 554
Total 2,678 1,887 1,128 1,866 3,806 3,753

3« Fresent money rates have plainly had a depressing effect on
foreign exehangos and have retarded the flotations of foreign sceurities in
the markete 4 reolatively small return flow of z0ld 4o this country has
occurred during the past two months, and some of the Furopean exchanges have

roquired suppart to rrevent larger gold shirments., Nearly all countries
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are in a much better rosition than a year ago to yrotect their exchanges,

but presont money rates in this country, if long continued, would probably

force higher rate levels in other markets.

The effect of somewhat higher

rates on world trade and new foreign issues in this market are compared

below:

Digitized for FRASER
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Country

Belgiunm
England
France
Germany
Netherlands
Switzerland
Canada
Argentina
Brazil

Foreign Exchanges

Cablc Rates

November 7, 1927

o #1393
4.8701
.0393
<2386
+4034
.1928
1.0013
»9699
.1193

Foreisn Issues Floated in United States

November 7, 1928

(Refunding issues excluded)

(in millions of dollarsg).

1927
January 127
February 78
March 107
April 217
May 43
June 124
July 70
Ausust 109
September 85
October 234
November 107
December 8l

1928

115
98
114
113
216
193
48
1
95

.1390
4.8479
«»0390
2382
«4011
1924
«9989
#9577
«1195

81 (yreliminary)

This consideration of major factors affecting policy may be sum~

marized by saying that there

ing the policy pursued since the early part of 1928,

does not appear recently to have been any

change in the situation which would sugiest the desirability of discontinu.-
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Reserve Dank

Y1sccunt Rate Changes

Effgitgv Cos= ’ - | Cleve~| Riche| Atw Chica-! 8t. Kans | Dal=| San
€l ton | N,Y. | Phila.| land |mond |lanta go | Louis|{Minn.| City| las | Fran.

Rates in
effect
1/1/28 |31/213 1/2/31/231/231/2{31/2| 31/2!31/2/31/2]31/2 314 3 12

Jan. 25 4
27

4

Feb,

b b
PO O @b ow
5

2l 4
Mar, 1 4

Apr. 20 |4 Y2 41/2
23 41/2

24 41/2

23 41/2

May 7 41/2
17 41/2

18 41/2

25 4 1/2

26 41/2

June 2 ' 4 y@
7 412

July 11 5
13 5 5
14 S
19 5 5
26 5

Pigitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis




b e
r Reproduced from the Unclassified / Declassified Holdings of the National Archives

DECLASSIFIED
- Authority E.0. 12354
Y .

,&/703 ;

Member Bank Credit 41, Veellly Reporting ilembers

BILLIONS of DOLIARS
23

RIT

TOTAL LOANS
& INVESTMENTS

19

- 10

ALL OTHER LOANS

& (Largely Comml)
/NVZfTME/V.rs }.&%
ol |
W )
LOANS on
STOCKS &BONDS
S 8 ST S—— L ' |

Digitized for FRASER
ttp://fraser.stlouisfed.org/
rederal Reserve Bank of St. Louis




T ———
Reproduced from the Unclassified / Declassified Holdings of the National Archives e i
" DECLASSIFIED
- Authority E.0. 1235k
¥y , B . —_—
v : % (70 s

Volume of Dankers Acceptonces Outstanding and Amount Held by Feder:l Rescrve
- : Banks #nd of Fach Honth

HMILLIONS of TOLLARS

1200
900
TOTAL
AUTSTANDING

600 ' V )" 4
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W .

RESERVE BANK
HOLYJINGS
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-  CONFIDINTIAL

REFORT OF THE SECRETARY OF THE OPEN MARKET IWVESTMENT COMMITTEE
TG THE GOVERNORS' CONFERENCE, NOVEWBER 12, 1928,

o 233 -Fa—

At the time of the last Governors® Conference, which was held in Washington
at the end of April 1928, the total holdings of Government securities in the System
Special Investment Account amounted to approximately - - - - - - - - - = $170,000,000.
Since that time there have been changes in the amount of totul

holdings as follows:

lo28
May Account decreased by sales of approximately §70,000,000

Government securities pursuant to the action taken
at the meeting of the Open Market Cormittee on
April 30 to continue the policy agreed on in January,
i, e., to make further sales of Govermment securities,
the object being to check further unduly rapid ine
crease in volume of credit,
These sales reduced the total holdings in the Account at
the e¢lose of business May 23 to an even = = = = = = = « = = ~ = « = = - $100,000,000.
Last week Account further decreased by sales of approximately
in Mayand ’
first week 825,000,000 Government securities in accordance
in June
with policy agreed on at meeting of Open Market
Committee on May 25, 1928, that sales of Governe
ment securities should be continued at least
during the following week,
These sales reduced the total holdings in the Account
during the forepart of June to approximately « = « -~ - -~ = = = ~ = - ~ $ 75,000,000,
There was no further reduction in the total holdings in the Account

since the last mentioned sales in June, and with the exception of periods of a few

days, due to transactions mentioned later on in this report or when ihe Committee
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took over temporariiy at the market price the Federal Reserve Bank of S@f Logis"
outright holdings of Government securities, the total holdings in the Accoﬁnt}re—
ma;ngd‘at that level, 7 The amounts_of these temporéry purchases of Government
securities taken over from the Federal Reserve Bank of St. Louis, due to the heavy
d?mands from their member banks, and the periods they were held in the System

Account were as follows:

Date Amount Purchased Date Amount Resold
May 31 $ 6,000,000 Aug. 2 $9, 500,000
June 1 3, 500,000 Sept. 24 5,125,000
Aug.23 16,625,000 v 26 6,500,000

Oct. 8 5,000,000

Other principal Government sécurity transactions consummated in the
System Account which either did not affect the total holdings in the Account
or affected them only temporarily, pending completion of the transactions, were
as follows:
June 15 Redemption of $11,765,000 -~ 3 1/8% Treasury certificates of indebted-
ness which matured on that day. These certificates were re-
placed in the Account by purchase in the market of a like amount

of short-term Governments.,

May_ 23 During this period there were exchanges of issues in the Account
to amounting to approximately $25,000,000. These consisted chiefly
July 11 of the exchange of 3 1/4% certificates due December 15, 1928,

(of which we held in the Account at that time $69,407,500 par
value against total holdings in the account of §100,000,000

par value) for other issues which consisted principally cf

3 1/2% Treasury notes. These exchanges, however, did not re-
sult in any increase in the total holdings in the Account of

3 1/2% Treasury notes at that time, due to sales of large blocks

of notes to the Fiscal Agent of the British Government.
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August 22 Sale was made to the Treasury of (8,000,000 December 15, 1928 =

3 1/4% certificates of indebtedness which was replaced by

a purchase from the Treasury for account of the liixed Claims
Comnission of $8,000,000 March 15, 1929 ~ 3 7/8% certificates.
These transactions enabled the Treasury to redeem the Decesber
certificates and provided the Mixed Claims Commission with
funds needed in one of their trust accounts,

September 8 In order not to disturb the holdings of the System Account, the
Federal Rescrve Bank of New Tork took over into their Investe
ment Account from a foreign corresyondent, $23,100,000
December 15, 1928 - 3 1/4% certificates of indebtedness,

Some of these certificates were acquired by the Treasury for
redemption, the balance having been gradually sold to the
market,

October 11 A foreign correspondent asked to have converted into cash
$40,200,000 United States 3 1/2% Treasury notes due December
15, 1930-32, The Open Marke: Committee discussed ways and
means of handling this transaction and after consultation with
the Treasury the following program was agreed to;

1. The Committee took over the $40, 200,000
Decermber 15, 1930-32 Treasury notess

2. There was sold from the Special account
to the Treasury for redemption 30,000,000
of 3 1/4% certificates due December 15, 1928,

3« The balance of 10,200,000 notes were sub-
sequently sold to the market.

October 18 In order to meet the requirements of the Federcl Intermediate Creci®
Bank of Wichita, Kansas, in comnection witl the financing of
the cotton crop, the participation in the Open larket Account
of the Federal Reserve Bank of Kanses City was taken over by
Digitized for FRASER
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the Comnmittee at the market price and distributed to other
participating Federal reserve banks. The amount of the

securities taken over was $5,122,000 par value,

At the meeting of the Open Market Commnittee held on July 18 the method
of d?sttibuting System purchases of bills and securities during the second half of
the year was considered. In view of the earning position of all of the banks as
shown by actual figures for the first half of the year 1928, and estimated for the
second half,bwhich reflected that the net earnings of all of the banks for the
year would be more than sufficient to cover their expenses, dividends and charge-
offs, it was voted to continue apportioning System purchases of bankers acceptances

on the basis of each bank's e:xpenses, dividends and charge-offs,e

The following requests were received by the Committee from Federal

reserve banks relative to the distribution of bills purchased:

On April 20 thg Federal Reserve Bank of St. Louis discontinued
their participation in System purchases of bills and did
not resume their participation until October 8,

On April 28 the Federal Reserve Bank of Chicego advised that they
did not wish to participate in the distribution by the
Federal Reserve Bank of Boston of over-purchases of bills
made by the latter,

On May 11 the Federal Reserve Bank of Chicago also requested that
until further notice their share of System purchases of bills.
be reduced one-half, Their allotment percentage was accorde
ingly reduced from 14% to 7% and aprortioned to the other
participating banks.

On May 17 the Federal Reserve Bank of Philadelphia, by resolution
of their Board of Directors, requested, until further notice,

to be omitted from participation in the over-purchases of bills
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by other Federal reserve banks, as their holdings of
accsptances were very large as compared with the previous
year,

On May 31 the Federal Reserve Bank of Richmond asked to be elimw
inated from participation in the over-purchases of bills by
other Federal reserve banks as their reserve ratio was running
below 60% for some times

On October 2 the Federal Reserve Bank of Kansas City requested that
for the balance of the year, at least, they be eliminated from
over-purchases of bills by the Boston bank,

On October 27 the Federal Reserve Bank of St. Louis asked to be re-
lieved temporarily of their participation in System purchases
of bills,

On Ngvember 5 the Federal Reserve Bank of Kansas City asked to be
relieved of their participation in all purchases of bills

for System Account for the balance of this year,

Attached are statements showing:

Exhibit "A" - Outright holdings of Govermment securities
by individual Federal reserve banks and
their participation in the System Special
Investment Account; also classification of
issues held in System Account by maturities,
all as of closc of business November 7, 1928,

Exhibit "B" -~ Bills purchased outright by System by weeks
from December 29, 1927 to October 31, 1928,

Exhibit "C" - Statement showing carning asset holdings of
all Federal reserve banks Hovember 7, 1928
as compared with previous week and November
9, 1927; also weekly average of ecarning assets
from December 28, 1927 to November 7, 1928 as
compared with corresponding period 1927 and
entire year 1927,

Exhibit "D" -~ Statement showing actual earnings of all
Federal reserve banks for the first ten
months in 1928,
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Exhibit “a"

STATEMENT SHOWING HOLDINGS OF GOVERNMENT SECURITIES BY FEDERAL RESERVE BaNKS

Boston

New York
Philadelphia
Cleveland
Richmond
Atlanta
Chicago

5t. Louis
Minnegpolis
Yansas City
bal.as

sen Traneciseo

Totals

Outright Holdings of
Government Securities
by Federal Reserve
Banks as at the Close

Participation by Pede
Res. Banks in System
Spee. Inv. Acct, Jov't
Seeurities as at the
Close of Business

_Nov. 7, 1928,

of Business Nov, 7,1928

o 701, 500
1,384, 200
15, 224,000
26,483,000
1,152, 500
3,099,000
19,927, 500
16,625,000
7, 584, 500
9,732,000
9,987, 500

9,684,000

121, 584, 700

4 6,186,500
21, 372, 80G
5,848,000
6,803,000
2, 271, 500
2,080,000
12,402, 500
4,151,000
3,121, 500
0
4, 300, 500

6,951,000

£75, 488, 300

e —

Iotals
{ 6,888,000
22, 757,000
21,072,000
33, 286,000
3,424,000
5,179 .000
32, 320,000
20, 776,000
10,706,000
3, 732,000
14, 288,000

16,635,000

$197,073,000

CLASSIFICATION OF ISSUES OF GOVERNMENT SECURITIES HELD IN
THE SYSTEM SPECIAL INVESTMENT ACCOUNT CLOSE OF BUSINESS NOVELBER 7
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1/4% C/1 due Deeca 1928
3/8% * " Mar, 15, 1929
7/8% " " Mar, 15, 1929
1/2% /A " sept, 15, 1932
1/2, " Y Dec. 1932

510,187, 500
11,450,000
12,550,000

5,000,000

36, 300,800

475,488, 300
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\ 3ILLS PURZHASD QUTRIGHT BY SYSUIM BY WEZKS LXHIBIT "B;'
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9SEN "9 F Awoyiny i
aanaIssvioag |

P

"""" (000 Dvicted) INCREASE or DECREASE Dealers
< in Holdings Operations
Weoks . . : New York Incl;«ei:m;mslkales G:n:.acta ';:l:tﬁl;:: ‘3,
Epding Boston Banks Dealers lotal Phila, Cleveland Richmond Atlante Chicsgo NDallas San Fran, Totals Operations Qperations Received _ﬂ” . . ;1
Jan. 4 & 3,029 $18,275 § 8,202 § 26,477 § 4,085  § 1,200 - @ 1,724 & 241  $2,897 $1,149  § 3,164 § 43,964  § 4,400  § 1,600+ $ 2,773 47,68
o 12,855 28,708 20,825 49,533 2,147 2,080 200 66 1,293 1,71 2,700 72,585 1,900+ 5,400+ 1,835 12,008
18 5,472 26,824 7,351 34,175 4,899 550 130 222 2,320 779 2,304 50,831 13,700~ 23,500~ 1,505 7,320
25 5,584 19 ,208 4,565 23,7175 4,696 713 210 88 5,028 - 506 1,275 4,873 15,500~ 21, 700- 2,836 9,901
Feb, 1 11,071 40,225 - 4,946 45,171 5,411 1,613 155 152 5,73 1,042 2,367 72,695 30,700+ 30,000+ 4,962 9,923
-8 7,508 14,111 5,702 19,813 4,842 2,272 433 32 4,393 762 1,099 41,154 13,800~ 8,100~ 5,299 9,52
15 1,083 4,584 6,174 10,758 5,177 716 -0 457 388 210 1,053 19,842 15, 200- 14,500 3,337 3,463 .
21 3,736 10,531 2,839 13,370 3,820 809 -0- 131 1,356 584 439 24,245 2,100~ 1,500~ 2,461 6,827
.29 3,407 17,003 3,760 20,763 4,641 252 918 98 2,109 275 1,649 34,112 9,300~ 9,500~ 3,631 4,802
Mar, 17 4,015 15,991 2,375 18,366 928 1,909 244 107 1,738 1,259 1,001 29,567 8, 700~ 5, 300~ 2,384 - 4,437
o x 1,;62 17,§9o 5,214 22,504 2,342 380 215 105 2,536 1,152 1,670 38,066 7, 700+ 4,900+ 1,313 5,061
B 4,529 16,891 2,733 19,624 2,921 723 270 4 2,840 1,034 4,968 36,913 10, 500~ 10, 600~ 1,916 6,091
28 8,591 26,150 2,042 281192 2,409 74 -0 3, 1,67 926 997 43,535 12:600+ 13:500* "919 10,73 :
- Apre 4 10,256 21,347 5,903 27,250 6,476 795 450 348 7,849 281 2,297 . 56,002 2,800~ 2,500- 5,746 12,589 i
L 11 21,547 15,300 3,744 19,044 3,853 184 100 107 2,041 1,377 1,704 49,957 1,600~ 18,000+ ‘l.gg' 17,812 i
[ 18 13,632 . 19,997 10,643 30,640 7,770 500 122 60 4,898 1,041 4,830 63,493 30, 500~ 10,800- - 10,10 !
25 15,553 - 23,258 6,623 29,881 5,5000 =0~ 398 203 622 1,132 3,391 56,680 1,200+ 15,100+ 12,537 |
I T 7,510 24,765 6,253 31,018 3,366 727 -0~ 5 2,025 1,364 1,459 47,474 3,800~ 2,700~ 6,713 |
; 9 - 4,703 20,887 10,938 31,825 4,771 100 1,134 184 2,319 638 278 45,952 1,600+ - 2,000+ 3,324 *
. 16 1,94 12,712 3,702 16,474 3,364 507 735 411 1,568 608 3,120 28,731 19,266= 17,812~ 5,92 |
o2 3,548 9,043 2,421 11,464 755 636 50 126 3,539 865 554 21,537 14,666~ 16,730= 4,780
gy 1,521 . 7,437 1,928 9,365 714 198 165 139 187 750 29 19,264 21,617= 26,574~ 5,2M
June 6 2,965 4,342 . 3,835 8,177 883 . 1,007 127 -0- 517 1,370 1,826 16,872 34,583« 37,594~ 4,047 :
S 13 5,982 3,865 4,165 8,030 2,283 531 91 -0- 336 829 786 19,268  26,746= 25,977 4,86 P
20 5,093 2,727 4,810 7,537 1,524 977 506 31 439 665 3,542 20,314  16,4M~ 16,535~ 6,044 1
Lo e 8,126 5,582 4,836 10,418 2,967 1,226 178 -0- 925 969 1,216 26,625 5,589 450- 7,3%
P ay 8 . 3,088 6,933 3,747 10,680 2,088 1,007 -0~ -0- 37 1,108 2,276 20,231 136+ 13,768« 4,503 :
Y u et iz 2,069 13,191 2,140 1,357 342 6 1,3 ‘643 4652 szigag 2,766~ 22,028+ nig
18 939 12,158 1,256 13.414 . 1,341 =0=" 115 -0~ -9 459 1,559 23,63 ’ ' _ ’
25 5625 100115 2,200 12,976 "g53 629 151 117 13 567 2,153 23,084 13,278 11,952 6,264 |
1 8,684 6,607 1,962 8,569 1,501 745 253 =0~ 283 - 695 2,855 23,585 2,897~ 3,204 10,326
& 420 g9 a5m 11,08 351 126 -0~ -o- -o- s66. 934 17,264 . 5,228~ 4,008 o2
1§ 6,352, 15481 6.8 22,358 1,353 1,283 202 60 75 662 2,230 34,575 19,135+ 28,053+ 5,3 |
2 40 7,617 - 3,243 11,060 140 421 340 -0~ 545 1,216 979 18,722 8,832- 6,302 6,825 :
O S LA 15,077 . 3,525 18,602 195 .19 450 24 48 900 L,72  20,159 690~ 699+ 3,694
4355 504 . 3,195 8,242 933 119 50 0= 67 273 3,864 17,903 1,298- 2,40 5,960
12 8974 45 13.704 13,849 2,221 580 326 -0~ 995 939 8,147 135,431 11,034+ 24,364 M
19 . 46 - 9,481 30,876 40,357 14,960 789 175 50 442 665 4,186 56,107 17,115+ 26,029+ 6,391
2 . 3,4m - 17,662 13,051  30,M3 4,113 637 0= 6 919 1,132 4,256 45,29 2,567 26,200 3,654
‘3 3,423 17,742 20,519 38,261 1,935 1,503 291 -0- 514 368 3,836 50,131 . 36,509+ 46,557+ 5,269
10 1,98  2n,097 18,053 39,150 1,817 543 100 6 817 596 5,568 50,535 16,624 21,792 - 3,76
1 8,35 12,578 20,333 32,911 1,857 338 236 -0~ 976 481 4,656, 49,770 41,895 47,6414 3,6m
24 10,832 32,88 5,323 38,204 1,746 1,127 . 384 1. 902 1,295 3,383 57,884 11,810+ 22,069+ 3.3;12
u ]

i

6,584 33,560 . 7,399 40,959 2,534 793 152 50 272 506 2,863 54,713 29,218+ 38,898+

-

-

 toruLs m.m 67,71 $306,435 0973.1"7& $124,626  $34,075 512,522 $3,677  §70,256  $36,349 $110,078  $1,660,068  §72,441~ 55,072+ $136,2% $306, 510 |

. ‘ ) Sales ‘Net : : : A
(\ - Outright Contracts Change ' o ‘%
¢ FRASER ' Actual change in System®s holdings during period ' 341,550+  $13,522+ 7 455,072+ Coe L
Colistod iy Based exclueively on New York's operstions, change would have been 77,59C- 5,18+ 72, M1~
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Exhibit "B" (a)

MATURITIES OF DILLS PURCHASED BY THE SYSTEM

DURING THE PERIOD FROM DECEMDER 29, 1927 TO OCTODER 31, 1928

EXCLUDING SALES CONTRACTS

{Q00 CMITTED)

1-30 days 31-60 days 61-90 days 9(0):,§;vs Totals

Boston ¥ 68,605 ¥ 61,632 $138, 909 $21,163 ¢ 290,309
New York 433,982 197,435 312,530 34, 229 978,176
Philadelphia 21,253 35, 598 67,775 0 124,626
Cleveland 768 11,805 20, 214 1, 283 34,075
Richmond 3,574 3,512 5, 436 0 12,522
Atlanta 1, 009 1,054 1,610 4 3,677
Chieago 20, 827 33, 528 15,901 0 70, 256
Dallag 5, 395 9,012 11,118 10, 824 36, 349
San Francisco __22,316 31,996 49, 437 6, 279 __110,078

Totals ©5717, 729 %385, 572 ¥622,980 @73, 787 ¥1, 660, 068
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Exhibit “C*

DERAL RESIRVE BAKS NOVu BER 7, 1928 COMPARID WITH PREVIOUS WEEK AND NOVEMB'R 9, 1927; ALSO 'MY

1928 4S ¢ CCDPARED x.'I.PH CORRESPONDING PxRIQD 1927 AND ENTIRE YEAR 1227

qny ’

SOMUDIY [BUONEN U} 40 SBUIPOH PaISSE|o8( / PaYISSEIoUN au) Woy paonpoiday

SVIDAd

aALAISS

000 Omitted
Boston New York Philg; Cleve land Ricimond Avlanta Caicug0 SteLouis Minn, Kan, City Dallas San !’g, gm .
.'uuo Discounted - Oct. 31  $32,826 $261,461 $86,118 $71,130 $44,615 #76,186 $168,031 947,393 413,643 $38,078 $22,474 . $70,306 $ 932,M1
» . » ‘Nove 1T. 32’4"‘ 294,522 . 79.8‘9 84,085 42,770 72,049 152.5% “0085 1‘0596 ‘1.1’1 2‘.‘34 75"", ”7.3”
Net Ghange 352w 33,061+ 6,269~ 12,955+ 1,845~ 4,137~ 15,455~ 4,308~ 953+ 3,113+ 1,960+ 5,448¢ 25,119 .
n;n. Purehased - Octs 31 43,895 138,196 20,67 41,531 20,998 25,614 31,619 11,918 19,018 24,908 2,132 40,2% m.:’v& .
- LA ¥ov, . 7 43,421 131,564 21,570 45,773 24,102 26,678 34,620 11,642 19,749 26,408 22,475 Ao,w .» 48,645
; ' Het Change 474~ 6,632« 899+ 4,242+ 3,104+ 1,064+ 3,001+ 276- 731+ 1,500+ 743+ 367 a,m.
‘Goverzment BSesurities - Oct. 31 6,808 47,327 21,072 33,286 3,424 5,270 34,325 20,776 10,706 11,482 15,908 ‘16.6:5 w..” T
o - Nov, 7 6,888 45,172 21,072 33,286 3,424 5,373 32,855 20,776 10,706 12,482 16,013 16,635 m.uz '
” Yot Change - =0~ 4,155~ 0= -0= 0= 103+ 1,470~ -0= «0r 1,000+ 105+ -Om gw&
!M Raraing Assets ~ Oot. 31 83,609 447,184 127,891 145,947 69,037 107,070 233,975 80,087 43,867 74,468 63,114 127,227 _1,m,m
. » " Nov. 17 82,783 469,458 122,521 163,144 70,296 104,100 220,051 75,503 45,55 80,081 65,922 133,037 1,632,447
Hot Ghangs 826- 22,274+ 5,370- 17,197 1,259+ 2,970~ 13,924~ 4,584 1,684+  5,613¢ 2,808+ 5,808 28,9me
Qomparison of Weekly Average
MLEuning Ageets -
Do, 28, 1927 te Nov. 7, 1928 101,776 393,831 124,118 137,586 62,640 76,120 187,857 65,996 39,525 57,031 4,585 112,95 1,409,004 .
Sems period 1927 73,618 263,723 82,507 107,977 51,116 48,655 147,886 59,482 33,450 53,960 44,257 101,628 1,068,484 -
Butire yoar 1927 79,546 282 822 88,085 111,895 55,679 4,115 155,812 59,695 35 537 55,562 46,416 100, 415 1,120,599
Mot Change from smne periad 1927 28,158+ 130,108+ 41,611+ - 29,609+ 11,524+ 27,465+ 39,97+ 6,514+ 6,075+ 3,0M+ 5,328 11,136+ 340, 5704
» . onun your 1927 22,230+ 111,009+ 36,033+ 25,691+ 6,961+ 27,005+ 32,045+ 6,301+ 3,988+ 1,469+ 3,169« 12,544+ , $45¢
. . (=3
=3
<
E Asgets .':
November 7, 1928 82,783 469,458 122,521 163,144 70,296 104,100 220,051 75,503 45,551 80,081 65,922 133,037 . 1, m L el g
. 9, 1927 104,151 353,452 109,104 - 134,577 23,542 4,391 175,258 60,003 50, 437 66,216 61,980 87,753 1 321.“& E
Net Change 21,368~ 116,006+ 13,417+ 28,567+ 13,246~ 62,79+ 44,793+ 15,500+ 4,886~ 13,865+ 3,942+ 45,284+ 304,su¢
SUMIASY_FOK SYSTEM
Bills Diacoun.ed for week ¢ 25,119+
Bills Purchased for week 8 269+ .

Governmenr: Securities for wuek 4,417

Total ‘surnin/ Assets for week ,,971+
Somnarisor of .eekly Av:ru e 9f maruin assets Jec, 27, 1927 to
rove, 7, 1928 wit.. sare oeriod 1427 348,570+
Compurigon of ieexly average of mammin: assets Dec. 28, 1227 to '
Nov. T, 1928 wit. entire yeur 1327 288, 445+
Comparison of burning Asse.s lioveubver 7, 192¢ wits Hoverber 9, 1927 304,583+
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Exhibit "D"

STATEMENT SHOWING ACTUAL EARNINGS OF ALL FEDERAL
RESERVE BANKS FOR THE FIRST TEN MONTHS IN 1928

: Availadble for
Available for

igitized for FRASER
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Depreciation

Depreciation Allowanc es,
Allowrances, Reserves,

Reserves, Surplus and

Federal Net Deduction Surplus end Franchiee Tax
Heserve Gross Current From Current Franchise Tax for same

Bank Eernings Expenses Net Earnings 0Oct. 3}, 1928 | period 1927
Boston $ 3,561,840 3 1,548,425 ¢ 620,524 # 1,392,891 1§ 223,380
Ner York 14,519,209 5,339,852 2,642,260 6,537,097 | 1,038,424
Philadelphia 4,371, 564 1,667,617 813,145 1,896,802 263,094
Cleveland 4,794,683 2,163,041 - 837,555 1,794,087 563,415
Ric hmond 2,274,128 1,163,936 387,317 722,812 174,334
~Atlante 2,765,400 1,032,272 307,698 1,425,430 456,084
Chicago 6,964,568 3,112,958 1,164,287 2,687,323 791, 235
Si. Louis 2,317,338 1,111,252 673,616 532,467 482,921
linneapolis 1,353,344 821, %07 198,137 333, 300 82,008
Kansas City 2,056,89% 1,391,000 302,635 363,261 | 219,564
Delles 1,641, 448 1,028,672 292,451 320,325 127,755
San Francisco 3,116,§4g 2,021,.16 624,182 1,130,621 792,301
TOTALS ¢50,403,052 22,402,699 8,863,867 519,136, 486 ' ,5,274,512
m E o - ) e ] M e
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FEDERAL RESERVE BANK

"OF NEWYORK

PERSONAL Migust 18, 1928

/>
.,’ £ /’Q
* e \\\
Dear Governor Youngs
1 am encloemg heremth for your files, & copy ./
Y i‘, PRI B A
of the minutes éf €he m tmg of the Open Market Investment
Committee held in Washington on August. 13, 1928\together
with & copy of the secretary's report to the meeting, and
a copy of a memorandum covering the credit situation present—
ed by the Committee to the Federal Reserve Board.
Very truly yours,
#, B. Matteson %

Secretary, Open Merket
Investment Committee

Honorable Roy A. Young,
Governor, Federal Reserve Board,
Washington, D. 6.
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FEDERAL RESERVE BANK

oF NEwWYORK

CONFIDENTIAL 8z6l 6 2 43S ; bugust 18, 1928
A Y Y ;

Dear Governor Young: ; L o O
§hafs @fivi 3337873
I am enclosing a copy of the minutesxof the J ook Foormefag

meeting of the Open Market Investment Committee held in

Waghington on August 13, 1925}

e

Very truly yours,

W. B. Matteson 7

Secretary, Open Market
Investment Committee

Honorable Roy A. Young,
Governor, Federal Reserve Board,
Washington, D. C,

Encls.
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August 16, 1928

Dear Mr. Harrison:

The Board hes reviewed carefully the report of the
Open Market Investment Committee and its recommendations
of August 13} and has also considered the verbal discus-
"sion which took place during the meeting, and it is in
agreement with the Committee that the seasonmal require-
ments of oredit will probebly develop & strain upon the
future oredit situstion which may react unfavorably upon
commerce and industry, and that if such a situation should
develop, the System should teke same action to relieve the
strain.

The Board would not care to.agree to the purchase of
Government securities, except as a last resort. We under=-
stand from the disoussion had with your committee that
you favor easing through the bill market, if possible, and

*through the Govermment seourity market only if unavdidable,
With this understanding, the Board approves the purchase of
Government securities by the committee but limits the
smount €o $100,000,000. If a situation should develop
which will require reoonsideration, the Board will be glad
to meet the committee at any time for that purpose.

Very truly yours,

R. A, Young, |
Governor

Mr. George L. Harrison, 4oting Chairmen,
Open Market Investment Committee,
c/o Federal Reserve Bank,
New York, N. Y.
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REPOR” " OGN MAHKEY COMMITTEE AUGUST °, 1~%8, O O, b

~ o

eemrxnmm..

ﬁh poncy resommended by tho omittu in most of its m‘-ing- since ?/ /5/ ;g
Jamiary, has been te chwok er prevent unduly rapid or umnecessary inoreass in
the volume of bénk credis, While the total volume ef leans and investmpnts of
reporting member banks is now sonsidersbly above what it was at the low peint in
Pebruary, nevertheless, it 1§ spproximately $300,000,000 below the high peint
of May, and there is evidence that member banks are making contimued efforts to
reduce thelr bderrowings at Federal Reserve Banks.

The Committee does not dolieve that oonditions necessitate an immediste
purshase of gecurities by the System. It is eof the opinien, howsver, that as
pointed out at its last meeting, an extended pericd ef high money rates end heavy
pressure resulting from large dorrowings by member banks would not be wholesome
and that there are some indiocations that with the approaching fall demends for
eredit it may ssom be possidle or necessary to take steps looking toward the
reduetion, or at least the avoidence of the necessity of any sudgtantial increase
in the volume of member bank disccunts. With these fasts in view and reslising
that if end whem the time arrives undue delay may be lmrtful to the situstion,
the Cormittees recommends thats it sheuld be the peliecy of the System to purchase
securities whenever that should beoome nesessary to aveid undue oredit
stringeneay. | |

The Committes would expest to take suoh steps as may be needed to carry
out this poliey, if approved, believing, however, that it might be advisadle to
have another meeting of the Conmittes to review the effwet of any steps that may
be taken in pursuanse of this peliey.,

AT POARL MEETII
T i
SRR AL ? 4 }fos

@
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" REPORT OF SECREI‘ARY OF THE OPEN MARKET INVESTMENT GOWITTEE

As reported at 'I'.ha_ last meeting of the Committee on July 18, 1928,
the total holdings in the System Account on July 1l were $84,988,300, B8ince
that time the only transaction in the Account was the repurchase on .August 2
by the Federal Reserve Benk of St. Louis of the 49,500,000 short-term Govern=
nments which were previously taken over temporarily from that ’bank'q porf.folid.
This left the total holdings in thé Account on August 8, 1928, at $75,488,300.

| At the last meo‘bingA it was voted, in view of the earning position
“of the banks as shown by actuel 4figures for the first half of the year and
estimeted for the second fxalf,. to continue apportioning System purchaseé of

benkers acceptances on the basis of each benk's expenses, dividends eand charges

offs, Attached is statement (Exhibit "A") showing .actual .expénses, dividends
end cherge-offs of all the b'enks for the first seven months of the year and
estimated figures for.l the last five months, u;ﬁon which the4 curfént rectios'of
distributiori are basede It will be noted that, z;.ccording to the new figureé
obtained, the net eafnings of 211 the banks for the yéar 1928 will be,niqre
than sufficient to cover expenses, dividends end charge=offs,

Attached also is statement (Exhikit "B") showing earning asset
‘holdings of all Federal reserve banks August 8, 1928, as compared with previous
week and with August 10, 1927; also weekly average of earning assets from
December 28, 192Y to August 8, 1928, as comparsd with corresponding period 1927

and with entire year 1927,
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L & s SN (  Exhibis "p®
e o DATA’ NG EARNINGS, EXPENSES AYD REQUIREMA |, AL FEDERAL KISERVE BANKS BASED ON FIGURES SHED THE OPEM MARKET INVESTMENT. =~ TER : ,
AT _45'F 8 CLOSE OF RUSINESS JULY 31, 1928 x L .
L : (000 omitted) — -
L (1) (2) (3) (4) (5) (6) (n (8) (9) (10) (11) (12) (13)
' Retio of  Distributien Estimated  Estimated  Eetimated Earn- Amownt ow Mmount of Barme
Expenses of MNet Xarn- Sarnings Earnings - ings from 3ille inge Req _ ings Required
Dividends ings on from Cov't from Bills Discounted and from Bills Pur- From Other Than
Eetimated & char;e- Retios of Ex- Security Purchased Miscellansous _ chased During Gov*t Bec.During .
Expenses Year-end offs to penses Divi- Holdings Last Five gources . Balance of Year HRaties Balance of Year Railies .
Gross and Charge- Net System dends and Last Five Months Last Five to Kffect Proper of to Bifect Preper o .
YEAR 1228 Earnings Dividends offs Earnings _ Total Cnarge-offe vorths 1928 1928 _Mouths 1928 Distrdbution col.10 Jiltﬁbu'tig o.hg }
B . ‘
Actual for 7 months $2,528 §1,526 $1,002 112 6 : N
Estimated " 5 * 1,748 1,022 574 " 340 1,29 . .
Total . m m 152 II.§15 1,109 127 over 0 1,169 L7 ]
NEW_YORK '
Actual  for 7 monthe 9,032 5,585 3,447
Estimated * 5 " 7 4.%32 2,380 g 586 544 6,319 :
3 4,14
Total $16,48]1 9, . 0 474 _ l'é'", 29 2544 4 1,635 oyer 0 4,684 23”»
ELPHI :
Actual for 7 months 2,742 1,730 1,018 s s L
Estinated * 5 " 2,20 1,314 777 . 09 235_ 1, : .
Total 34.9% BP0l 117 L5 84 1,314 - 26 over O 1,48 6
ELAL
| Actual for 7 months 3,187 2,103 1,084
‘ Estirated * 5 2,156 1,522 341 495 288 1,373
| Total , 343 53,523 293 $1,425 9% 1,602 : - 465 9 1,838 M
| .
‘\ Actual for 7 months 1,433 1,081 352 _
Lstimated * 5 " 1,022 780 125 44 104 874 449 2 74 1,323 64
\ Total 32,455 1, B61 117 4717 54 822
| C ATLND
[ Actual for 7 monthe 1,541 944 597
» Estimated * 5 " 1,60 648 691 77 207 o 1,325
l Total 3,190  ¥L,592 270 1,288 a1 739 341 over O 984 a4t
t CHIC 60 '
Actual for 7 months 4,600 3,047 1,553 )
Estimated " 5 * 2,676 2,041 10 560 203 1,913 — - orrompmaree
Total 3276 5,088 625 T,353 1434 2,341 981 1944 2,894 ° 13
81 _LOUIS ’
Actual for 7 monthe 1,466 1,073 393 M
Estimated ® 5 1,232 703 342 108 0 1,124
“Total §2.6558 T, 76 187 T 735 54 822 ' 87 194 1,211 s¥
MINN:APOLI S :
Actual for 7 months 893 726 167 _
Estimated * 5 " 4 & 42 Sho~ 175 170 200
Total 1,43 1,2 92 3*% 534 5719 11&’ 9 * .
KANSAS CI LY
Actual for 7 nontns 1,072 1,188 184 '
Estimatec "™ 5 " 4 852 75 Sna0% 301 147 4917
Total $2,317 $2,040 168 § 109 544 904 942 1851 1,439 6
CALLAS
Actual for 7 wmonths 980 920 60
Estimated " 5 " 923 6217 254 242 155 496
Total 3,363 F )L 42 "‘5%1, 4 6517 528 1084 1,024 54
SA FRANCT.,CO
Actual for 7 mortus 2,354 1,867 467
Estimetsd % 5 1,854 1,315 229 ) 257 s13 1,279
Total T2, 208 13,202 510 836 87 1,458 ' 1,060 204% 2,339 1 %
T SYSDNM TOIALS $56,501  $37,224 32,847 #16,430 100, ¢16, 430 $3,266 $2,741 $18, 360 { 45,091 1004
X 2.84? ©y
Digitized for FRASER $40,071 b
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STATEMENT SHOWIN. EARNING ASSET HOLDINGS OF ALL rznmnau RESERVE BAMKS AUGUST 8, 1928 COMPARED WITH PREVIOUS WERK AND AUGUST 10, 1927; ALSO WEEKLY AVERAGE OF

Bills Digoounted - Aug. 1

» ‘ » ] 8
_Net Change

Bills Purchased - - Aug, 1

[] [ [ ] 8
Net Change

Govermment SOcdritio. - Auge 1
[ ] : " [] 8

Net Change

Total Earning Aseets - Aug.
L] [ J L} ”»

o

Ret Change '

Comparison of Weekly Aversge

of Earning Assets

Dec, 28, Bz'i to Aug. B, 1928
_Sems period 1927

Entire year 1927

Not chango from same period 1927
* entire year 1927

Comparison of Earnin,: fAssets
Auguet 5, 1923

* 10, 1927

Net Change

figitized for FRASER
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{000 Omitte
Boston New York Phila, Cleveland Richmond Atlanta Chi cago St.Louis Minn,
$66,047 $339,883 $74,398 $87,299 $56,347 $71,540 $186,141 $55,139 #16,038
63, 403 329,393 91,677 85,148 54,736 75,302 164,878 54,274 14,953
2,644~ 10, 490~ 721~ 2,151~ 1,611~ 3,762+ 21,263~ 865= 1,085~
19,856 35,283 14,290 17,318 6,677 12,406 10,676 136 9,9M
14,361 32,170 13,890 18,678 7,461 12,754 11,507 128 10,184
5,495« 3,118- 400~ 1,360+ 784+ 348+ 831+ 8- 213+
7,616 35,419 21,648 33,897 3,544 5,227 34,318 7,125 11,045
6,843 28,501 20,927 33,107 3,276 4,984 32,9M 16,625 1c,65¢8
713- 6,978- 721~ 790~ 268- 243- 1,347- 9,500+ 367~
93,519 410,650 130,336 138,514 66,568 89,173 231,135 62, 400 37,544
84,607 390,064 126,494 136,623 65,4173 93,040 209, 356 71,027 36,285
8,912- 20,586~ 3,842- 1,581~ 1,095~ 3,867+ 21,779=- 8,627+ 1,259~
109,092 372,507 12¢,218 137,665 60,727 £,161 188,572 63,602 38,582
70,088 243,915 81,327 107,407 41,363 49,367 150,765 57,576 31,808
79,546 282,822 88,085 111,895 55,679 49,115 35,812 59,695 35,5317
39,004+ 128,592+ 38,391+ 3C,256+ 19,468+ 16,794+ 37,757+ 6,026+ 6,774+
29,546+ 89,685+ 32,133+ 25,766« 5,152+ 17,046+ 22,760+ 3,907+ 3,085+
84,607 390,064 125,494 126,935 €5,47: 02,04¢ 209,956 71,027 36,285
63,381 274,626 76,573 96,411 A5, 464 2,123 129, 442 §5,697 29,348
21,226+ 115,438+ 49,921+ 40,522+ 20,009+ 40,917+ 79,714+ 15,529+ €,937+
SUMMASY FCR SYSTEM
Rills T™imsccunied for week 124, 431~
Pille Purc'iuse? for weel 4,032~
fevermnent tesurities for week 3,795~
Total Earrin;: Assets for weel 32,316~
Cerpuriron of “eekly avera;e of FRarnin. Assets Moc, 28,
1927 <o fug. 2, 1978 viti same period 1927 331,826+
cer.grricon of eekly rverace of Ferning issete Nec. 28,
1927 to Au.. €, 192% with entire year 1927 245,701+
rompn rieen of Mornirye rasets Auwrust 8, 1928 with
August 10, 1927 421,101+

Exhibit “B*

EARNING ASSETS FROM DECEMBER 28, 1927 TO AUGUST 8, 1928 AS COMPARED WITH CORRESPONDING PERIOD 1927 AND WNTIRE YEAR 1927

Kan, 011'-! Dl.llll

$22,176
23.966

1,790+

8,467
8 512

45+

18,558
18,129

429-

49,201
50,607

1,406+

55,530
52,866
55,562

2,664+
32~

5¢,607
44,781

£,826+

_s_‘ﬂ Fran,
$26,758  §64,010
30,774 12,18
4,016+ 8,7+
10, 707 20,087
11,835 20,367
1,128+ 280+
15,824 17,382
15,326 16,521
498- 861~
53,289 101,479
57,935 109,669
4,646+ 8,190+
45,281 105,541
41,220 104,032
46,416 100,415
4,061+ 1,509+
1,135- 5,126+
57,935 109,669
44,536 98,006
13,399+ 11,663+

Totale

4], 085,776
1,061, 285

24,091~ -

165,879
161,847

4,032

211,663
207,868

3,795-

1, 463, 808

: 1. ‘31.”0

32,318~

1,363,560
1,031,754
1,120,579

331, 826+
245,001+

1,431, 490
1,010, 389

421,101+
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QIISSVTIOAQa .

SOAIYDIY [BUONEN BY} JO SBUIPOH POYISSEI08( / PAYISSEIOUN aY) Woy) paonpoiday




}Tribune“, 100 stocks} are about 8 points or 5 per cent under the year's highé\\ S
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hugust 13, 1928,

Memor redit iti

Since the last meeting of the committee the effects on the credit
situa:tiqm of gold exports and Federal Reserve action have become more evident
and may be summarized as follows: |

1, Interest rates are generally higher, Time money in particular

is firm and difficult to obtain,

2¢  The total volume of bank credit is somewhat further reduced,
(300 million dollars since May)}, though the reduetion is still confined to
New York City banks and ;total loans and investments are still 8 per cent

larger than a year ego. Totel deposits are about 2 per cent larger than a

‘year ago,

3. Tht_a volume of issues of ne{v securities has deereased and the market
ié .congesteds
4, Bond priées havé daciined further and averasge about 4 points under
thé year®s high, and slightly under the 1927'1011.-
-~5.‘ The mar.ket for'governmeht gsecurities has weakened further and thé _
Jdly_bissue is nearly two po‘in:t,s under par, ' ‘ S
8. Stoek prices have moved irregularly. Average prices (New York / (2 )
| L)
point, Trading is reduced in volume. Bank stocks continue weaks
. Te Bmmks ‘are sl_lo‘wing‘ concern abbu‘t; the c;'edit vsituation and aprlying
px‘ess’ur'e to reduce iaorrowiag at vthe R.eserve Benks. New York City banks
have sol«i $118,000,000 of government securities since July 11,
8+ European oxchanges have weakened further and those of Emgland,

Frence, Italy, and Holland are only slightly sbove the points at which gold

igitized for FRASER
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August 13, 1928,

2

will move to this country, unless prevented by higher rates abroad or sale
of the;r balances here to support the exchanges,

9« There is no evidence of restriction of business, though profits
are reported small in some lines. Building and automobile production are
perticularly large. There appears to be an ample supply of credit for busie
ness at moderate rates.

Another development, apparently unrelated to credit conditions,
has been a sharp decline in prices of certain agricultural products,
accompanying estimates of larger cropse As a result it seems probable
that the farm income will be reduced from earlier estimates and possibly
less than last yeare

These various developments raise the gquestion as to whether and
when a change of policy is desirable,

Earlier Periods For Comparison

Béaring upon the question of the timing of any change in policy,
a comparison of this year®s developments with those of recent previous periods
of credit readjustment is made in the attached chart, The three periods shown
for comparison are 1923 and 1925, when the System sold securities heavily in
the spring simultaneous with rate increases, and 1926 when readjustment followed
rate increases in November 1925 and January 1926, The 1925 readjustment was
so temrorary as ha;dly to shoﬁ in the figures, but in 1923 and 1926 bills dis~
counted amounting to between 500 and 700 million, and discount rates at 4 1/2
end 4 per cent respectively, appeared to be sufficient to check the expansion
of credit, though in neither case was there any substantial liquidation of the

total volume of credit.
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August 13, 1928,

4

What Woulc Be A Noymal Status?

The method or methods to be employeé toward séme relaxation in
crecit, when that .becomes possible, depend upon the ends to be sought =
éspecially what might be considered in the future to be a proper average
of member bank borrowings and a normal level of rates,

The comparative ineffectiveness of rate increases this spring
at 2 time when member banks owed the Reserve Barks about SOO-million
dollars, raises the question as to the relation between open market rates
an¢ Feceral Reserve Ciscount rates, anc this raises the further question
whether it is possible to bring about a cifferent relation between Fecderal
Reserve rates and the market., Experience appears to show that large ine
debtedness forces market rates high relative to the discount rate, and
that the most feasible method of securing a somewhat more effective ade
justment of market and ciscount rates would be to recuce the amount of
member bank incebtedness while leaving rates unchanged,

But apart from any attempt to bring about a somewhat different
relation between ciscount rates anc market rates, there are some reagonsg
for believing that the present amount of member bank borrowing is too large
to be continued over an extended perioc without some unfortunate results.

1. Almost regarcless of the discount rate, it keeps severe
Pressure on the credit situation,

2. By keeping open market rates high relative to the discount
rate, it tends to make the cost of finaneing through
acceptances higher than cdirect borrowing at banks and
tends to dry up the bill market,

3. By keeping open market rates high relative to the discount
rate, 1t makes borrowing profitable and creates difficulty
in dealing with borrowing banks. "Good" banks work out
of cebt taking losses; less cooperative banks use the
Reserve System for profit.
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form No. 181 | ' , 33’:} .‘—‘é‘“‘l"

- Office Corresponc.a1 e ™ 5% Dae f1_y 27, 1928
To__ A1l Vembers of the Board Subject:
From Mre ﬂoell

At the meeting of the Executive Committee this morning,
there was ordered circuleted the attached letter, dated July 20th
from the Secretary of the Open Market Investment Committee, trans-

mitting a copy of the min of the meeting of the committee held
in Washington on July ‘18th, tagether W1th reports and memoranda con-
sidered at that meetinge Uiglas i 333, b-s Pheal Miinbey

Governor Young
Mr. Platt V/
Mr. Hamlin\/

Mr. James ‘
Mev—Curmmingien W

: 313 M
Col. McIntosh

Please return to the Secretary's office for filing.
igitized for FRASER
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July 23, 1928

Dear lr. Matteson: . . .

'7/) 3/ - !« »‘de«f 333, ,(; ! ?_Aw» af Foev oty
During the absence of Governor Young, I

acknowledze receipt of your letter of July 20, enclos-

ing a copy of the minutes of the meeting of tho Open

Market Investment Comm{ttee keld in Washington on

July 18, together with a copy of the Seoretary's report,

a copy of memorsndum covering the credit situation pre-

sented by the Committee to the Federal Reserve Board,

and @ memorandum relative to diastribution of S stem

bill purchases during the balamcve of the year,

Very truly yours,

S¢ Re Corpenter,
Searetary to the Gowvermor,

Mr. W. B. Matteson, Seoretary,
Open Market Investment Cormittee,
Federal Reserve Bank,

New York City, N, ¥,

igitized for FRASER
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July 21, 1928

Dear YMr. latteson:t

I acknowledge receipt of and thank you
for your letter gf the 20th instant, addressed to ot
Governor Young, enclosing a oopy of the mimtes | %/ & (”"
of the meeting of the Open Market Inveatment 3,
Comnitlee held in Washington on July 18, 1928,

:,Z "’»Jt «L

‘, fn -‘«i o “t&q
Very truly yours,

Wwalter L. Eddy.
Seoretary

Hre Vie Be lfimtteson, Secretary,
Open “arket Investment Committese,
Pederal Reserve Bank,
Hew York, NH. Y.

Digitized for FRASER
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FEDERAL RESERVE BANK

oF NEWYORK

PERSORNAL July 20, 1928

Dear Governor Young:
I am enclosing herewith, for your files, a copy of
, TAGLY fFed 33D 2 de o d Fae al Trevactas
the minutes\of the meeting of the Open Market Investment Com—
mittee held in Washington on July 18, 1928, together with a
copy of the Secretary's report, a copy of memorandum covering
the credit situation presented by the Committee to the Federal

Reserve Board, and a memorandum relative to distribution of

System bill purchases during the balance of the year.

ery truly yours,

¥. B. Matteson
Secretary, Open Market
Investment Committee

Honorsble Roy A. Young,
Governor, Federal Reserve Board,
Washington, D. C.
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oF NEWYORK

CONFIDENTIAL July 20, 1928

Dear Governor Young: - e
TSEE 5 3
I am encloeing 8 copy of the minuteS\of the meet— 3,
ing of the Open Market Investment Committee held in Washing-
ton on July 18, 1928,

Very truly yours,

W. B. Matteson
Secretary, Open Market
Investment Committee

Honorable Roy A. Young,
Governor, Federel Reserve Board,
¥Washington, D. C.

Encls. (1)
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FEDERAL RESERVE BANK

oF NEwYORK

RECEIVED
CONFIDENTIAL J%&Eggggg July 20, 1928
MR. PLATT.
——

Dear Governor Platt: ;333 wd b

fii?’s?f:; s f“ S
I am enclosing herewith a copy of the minutee,(‘ggishe Faen B T

meeting of the Open Market Investment Committee held in Washington

on July 18, together with a copy of the Secretary's report, a copy

of memorandum covering the credit situation presented by the Com~

mittee to the Federal Reserve Board, and a memorandum relative to

distribution of System bill purchases during the balance of the

year.

Vgry truly yours,

"¥%. B. Matteson
Secretary, Open Market
Investment Committee

Honorable Edmund Platt,

Vice Governor, Federal Reserve Board, MDW %&W

Weshington, D. C. e ZNTITROCMAMI -

MEBTING,

Fncls. (4) JUL 27 1328

7,

14
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The committce has considered the nreliminary mrm
subaitted by the chelrmen snd other features of the current
credlt situation.

Fhe Mttm recomnends that no open merket sotiom o
tuican 2% present, or until the peesewt moderately high level
of money rates has contimied long enough to »rovids n testing
of the credit situstion, which mny have the sffect of checking
un:ound uses of credit.

The commi tie: belleves, however, thst the nresent ampunt of
meaber bank borrowing et the Nercerve Janks and present moaey rsies
rould not be wholesome if continued over an extonded woriod and
believes the Reserve Uyetem chould be prepared, if and when
condl ticns warrant, to exercise its influence to modify these
conditions. The mmaittes bolleves this situstion should have

esreful, contimious study, and would expect to meet agsin for ite

considerstion vl thin » fer wesks, - o

i T svianein b

AT 50
i!\g 1

g e S
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CONFIDENTIAL

REPOﬁT OF THE SECRETARY OF THE OPEN MARKET INVESTMENT COMMITTEE
TC_THE MEETING OF THE COMMITTEE ON JULY 18, 1928

Holdings of Government securities in the System Account on May 23,
1928, as reported at the last meeting of the Committee on May 25, 1928, ‘ '
arounted 10 = = = = = = = =~ = = = = = = -~ - - = mm e e - - - =§100, 000, 000
In accordance with the policy agreedbto at the said meeting, net sales

in the Account have resulted in a further reduction of = = = = = = = = 24, 511,700

leaving the total holdings in the Account on July 11 = = = = = = = = = S 75, 488, 300

Plus Treasury notes held temporarily for Federal Reserve Bank

of St, Louis = = =~ = = = = = = o = = 2 o = * = = = = . === 9.500.00Q

$ 84,988, 300

The principal transactions in the Account since May 23, by statement
weeks, were as follows:
Holdings in Account on May 23 = = = = = = = ~ = = = = = %100, 000, 000

Changes week ending May 29:

Sales to Foreign Account $ 106 900
" *J. P. Morgan & Company o
as Fiscal Agent 27000, 000
527,100, 000

Purchases from Foreign Corres= '
pondent & Treasury Accts. 8, 790, 000 18, 310, 000
¢ 81,690,000

Changes week ending June 6:

Sales to Market $ 17,000, 000

Purchase from St, Louis' port=
folio, to be heléd temporarily 9, 500,000
Purchase from Treasury 400, 000 2, 900, 000
$ 84, 590, 000

Changes week ending June 13:

Sale to Foreign Account $ 1,180, 000 1,180, 000
$ 83,410, 000

Pigitized for FRASER
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ederal Reserve Bank of St. Louis
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(brought forward) 4 83,410, 000
Changes week ending June 20:
Redemption of June 15 certificates $11, 765, 000
Sale to Treasury 1, 356, 700
" " Foreign Account 2, 000, 000

$15,121, 700

Purchases in New York and , : ,
Chicago Markets ' 15, 450, 000 328, 300
$ 83,1738, 300

Changes weeck ending June 27:

Sale to Treasury 1, 0600, 000
Purchase from Foreign Account 750, 000 L
" in Market 1, 000, 000 750, 000
$ 84, 488, 300
Changes week ending July 3: 0

Changes week ending July 11:

Sale to Foreign Account 1, 000, 000

Purchase in Market , 1, 500, 000 500, 000
Total holdings in Account close of July 11 ¢ 84,988, 300

During the period May 23 to July 11, there were several exchanges of
issues made in the Account amounting to approximately $25,000,000, which did not
affeet the total holdings in the Account, almost all of which consisted of the
exchange of 3 1/47 certificates due Deceiber 15, 1928 for a like amount of 3.1/2%
Treasury notes due 1930-32,

On May 26 the Federal Reserve Bank of St, Louis sold temporarily to
other participating banks their share of Govermment security holéings in the
System Account amounting to 5,137,500,

The temporary purchase of $9,500,000 Treasury notes from St. Louis'
portfolio, referred to in the foregoing statement, was made at the request of the
St.lﬁopis bank on May 31 and June 1, due to the heavy demand from their member

banks, and while it was expected at the time that they would repurchase these notcs
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ttp://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis




Reproduced from the Unclassified / Declassified Holdings of the National Archives

shortly, the 5t. Louis bank has since requested that, in view of existing con-

ditions, the repurchase of these notes by them be deferred for the present,

On May 31 the Federal Reserve Bank of Richmond asked to be eliminated

=

i . o
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from participation in the overage purchass of acceptances by other Federal reserve

banks, as their reserve ratio was running below 607 for some time.

igitized for FRASER
ttp://fraser.stlouisfed.org/
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Attached are statements showing:

Exhibit & -

Exhibit B -

Exhibit C -

Exhibit D -

Outright holdings of Govermnment securities by
individual Federal reserve banks and their
participation in the System Special Investment
Account, Government securities; also classifi~
cation of issues heléd in the System Account by
maturities as of close of business July 11, 1928,

Statsment showing earning asset holdings of all
Federal reserve banks July 11, 1928, as compared
with previous week and July 13, 1927; also week=
1y average of earning assets from Decernber 28,
1927, 4o July 11, 1928, as compared with corres=
ponding period 1927, and entire year 1927,

Statement showing aetual earnings of all Federal
reserve banks for the first six months in 1928,

Bills purchased outright by System by weeks from
December 29, 1927, to July 11, 1928,
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Exhibit "A"

STATEMENT SHOWING HOLDINGS OF GOVERNMENT SECURITIES BY FEDERAL RESERVE BANKS

Outright Holdings of
Government Securities

by Federal Reserva

Banks as at the Close
of Business July 11, 1928

Participetion by Fed.
Res. Banks in System
Spec. Inv. Acct.Govft
Securities as at the
Close of Business July 11

Boston $ 704,000
New York 6,384,000 *
Philadelphia 15,197,000
Cleveland 26,436,000
Richmond 1,153,000
Atlanta 3,102,000
Chicago 19,927,000
St. Louis 7,125,000
Minneapolis 7,585,000
Kansas City 9,733,000
Dallas 9,994,000
San Francisce 9,683,000
Totals $117,023,000

6 6,913,000
23, 774, 300
6,451,000
7,462,000
2,391,000
2,103,000
13,801,000
0
3,460,000
6,075, 500
4,859,000

7,698,500

$84,988, 300
o e e el

Totals

$ 7,617,000

30,158, 200

21,648,000

33,898,000

3,544,000

5,205,000

33, 728,000

7,125,000

11,045,000

15,808,500

14,853,C00

17,381,500

$202,011, 300

* Includes $5,000,000 Third 4 1/4s held temporarily for resale to Treasury after

close of statement week July 11, 1928,

*% Includes temporary purchase from Sti Louis' portfolio of $9,500,000 - 3 1/2%

Treasury Notes.

CLASSIFICATION OF ISSUES OF GOVERNMENT SECURITIES HELD IN
THE. SYSTEM SPECIAL INVESTMENT ACCOUNT

3 1/4% C/I du
3385 %
3 7/8% 1] o
31/2% TN
3 1/2% 1] ]
3 1/2% ] 1]

Plus temporary purchase from St. Leuis'
portfolio 3 1/2% T/N due 1930-32

Digitized for FRASER
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e Dec. 15,
Mar., 15,
Mar, 15,
Mar. 15,
Sept. 15,
Dec. 15,

1928
1929
1929
1932
1932
1932

439,987, 500
12,950,000
3,450,000
10, 460,000
3,000,000
—-5,640,800

$75,488, 300

9,500,000

84,988, 300

E o
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Bills Discounted - July 3
[ - » u
Net Change
Bills Purchased - July 3
[ } * . (] n
Net Change
E" Gevermment Securities = July 3
N ] » " u

‘ er Change

Barning Assets =~ July 3
» » » ~n

Net Change

Cemparison of Weekly average
spetse

Des, 28, 1927 te July 11, 1928
. Same peried 1927
- Butdire yoar 192Y

-Wot Change frem sems peried 1927
. b * entire ysar 1927
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VING ASSET HOLDINGS OF ALL FEDE,.... RE.

orF NG ASSETS FROM DECEMBER 28, 1927 T0 JuLY 11, 1928 AS COMPARED WITH CORRESPONDING PERIOD 1927 AND ENTIRE YEAR 1927
ey
Boston New York Phila. Cleveland Riohmond Atlanta Chicago
$82,367 $436,537 $106,008 $116,135 450,571 $63,933 81,089
58,348 449,633 85,748 101:103 53',411 66:520 .138:523
24,019~ 13,096+ 20,260~ 15,032~ 2,840+ 2,587+ 42,566-
24,881 49,409 20,407 18,789 9,014 13,975 14,354
24,915 33,486 20,449 18,107 6,740 13,340 14,589
Y2 15,923~ 42¢ 682= 2,274~ 635- 235+
7,511 40,923 21,609 33,854 3,530 5,274 36,572
7,617 40,297 21,648 33,898 3,5 5,205 35,728
40+ 626- 39+ 4 14+ 69~ 844~
114,825 526,869 148,024 168,778 63,115 83,182 232,015
90,880 523,416 127,845 153,108 63,695 85,065 188,840
23,945~ 3,453« 20,179~ 15,670- 580+ 1,883+ 43,175~
111,696 370,609 118,890 137,108 60,081 62,632 185,316
71,599 246,486 81,153 109 ,040 40,697 48,536 152,640
79,546 282,822 88,085 111,895 55,679 49,115 155,812
40,097+ 124,123+ 37,737+ 28,068+ 19,384+ 14,096+ 32,676+
32,150+ 87,787+ 30,805+ 25,213+ 4,402+ 13,517+ 29,504+
90,88 523,416 127,845 153,108 63,695 85,065 188,840
53,478 235,mM8 87,001 101,729 48,744 55,622 128,404
37,402¢ 287,918+ 40,844+ 51,379+ 14,951+ 29,443+ 60,436+
SOMARY FOR SYSTEM

Bills Discounted for week
Bills Purchased for week

Government Securities for week
Total Barning Assets for week

Comparieon of Weekly Average of Earning assets Dec. 28, 1927 to

July 11, 1928 with same period 1927

Comparison of Weekly Average of Earning Assets Deo. 28, 1927 to

July 11, 1928 with entire year 1927

Comparison of Earning Assets July 11, 1928 with July 13, 1927

St.Louis

54,337
47,292

7 .045—

322
147

175~

7,125
7,125

61,784
54,564

7,220~

63,305
57,111
59,695

6,194+
3,610+

56,564
64,120

9,556~

$101, 742«
22,022=
1, 800-
125,564-

317,500+

234,218+
496,653+

Minn,

$8,135
7,933

202~

13,183
12, 426

757=

11,024
11,045

21¢

32,832
31,894

938~

38,884
32,089
35,537

6,795+
3,347+

31,894
2’.300

2,5%

/E BANKS JULY 11, 1928 COMPARED WITH PREVIOUS WEEK AND JULY 13, 19‘21; ALSO WEEKLY

EXHIBIT "B"

- Kan,city Dallas San Fran. Totals
$23,733  $11,910  $56,255 $1,191,00
19,379 11,479 4,899 1,089,268

4,354~ 431- 6,356= 101, 742-
11, 485 12,687 21,158 209,664
10,407 12,003 21,033 187,642
1,078~ 684~ 125~ 22,022«
18, 522 16,219 17,336 219, 565
18,558 15,718 17,382 217,765
36+ 501- a6 1, 800~
53,740 40,816 94,74 1,620,729
48,344 39, 200 88,314 1,#5,165
5,396=  1,616=  6,A85- 125,564
55,960 44,443 105,873 1,354,197
53,402 40,614 103,930 1,037,297
55,562 46,46 100,45 1,120,579
2,558+ 3,829+ 1,943+ 317,500+
398+ 1,97~ 5,458+ 234,218+
“.3“ 3,200 ”.314 . 1.”’01‘5 )
55,23 43,998 95, 405 998,02
6,869- 4,798~ 7,091~ 496,653+
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Exhibit "C"

STATEMENT SHOWING ACTUAL EARNINGS OF ALL FEDERAL
RESERVE _BANKS FOR THE FIRST SIX MONTHS IN 1928

Available for

Depreciation
Allowances,
Federal Net Deduction Reserves,
Reserve Gross Gurrent From Current Surplus and
Bank Barnings Expenses Net Earnings Franchise Tax
Boston $ 2,154,332 $ 929,965 $ 384,413 $ 839,954
New York 7,247,880 3,214,769 1,601,335 2,431,776
Fhiladelphia 2,253,446 996,512 500,936 755,998
Cleveland 2,625,043 1,326,918 497,099 801,026
Richmond 1,178,709 702,379 231,476 244,854
Atlanta 1,213,058 620,660 188,882 403,516
Chicago 3,768,223 1,895,897 733,180 1,139,146
St. Louis 1,227,798 668,245 265,686 293,867
Minneapolis 757,399 499,923 129,782 127,694
Kansas City 1,166,393 847,256 181,275 137,862
Dallas 827,477 608,461 187,264 31,752
San Francisco 2,010,167 1,228,213 384,076 .. 397,878
TOTALS $26,429,925 $13,539,198 $5,285,404 $7,605,323
Total for same period 1927 $2,486, 736

igitized for FRASER
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TOTALS

Digitized for FRASER

4
1
18
25

BILLS PURCHAS®D OUTRIGHT BY SYSTEM BY WEEK
FRO!M DECEMBFR 29, 1927 To JuLy 11, 1928

(000 Omittied)

EXHIBIT "D*

INCREASE or DECREASE Dealers Operations

in Holdings with
Includi Sales Coniracts other Districts
New York Mew Yo System
Boston Banks Doalers Total Phila, Cleveland Richmond Atlanta Chicazo Dallas Sar. Fran, Totals operations operations Received Sent
3,029 $18,275 § 8,202 § 26,477 § 4,083 $ 1,200 $1,724 § 241 $2,87 $1,14 $ 3,154 & 43,964 § 4,400~ § 1,600+ § 2,773 § 17,658
¢ 12:855 28:708 20:825 49:533 2:147 21080 200 66 1:293 1,711 2,700 72,585 1,900+ 5, 400+ 1,835 12,008
5,472 26,824 7,351 34,175 4,899 530 130 222 2,320 779 2,304 50,831 13, 700~ 23,500~ 1, 505 7,320
5,584 19,208 4,565 23,773 4,696 713 210 83 5,028 506 1,275 41,873 15,500+ 21, 700~ 2,836 9,901
11,0M 40,22 4,946 45,1711 5,411 1,613 155 152 5,713 1,042 2,367 72,695 39, 700+ 30,000+ 4,962 9,923
1,508 14211% 5102 19,813 n842 2,272 433 32 4,393 "162 1,099 41,154 13,300~ 8,100~ 5,299 9,526
1,083 4,584 6,174 10,758 5,177 716 -0~ 457 388 210 1,053 19,842 15, 200~ 14,500~ 3,337 3,463
3,736 10, 531 2,839 13,370 3,820 809 -0= 131 1,356 584 439 24,245 2,100~ 1, 500~ 2,461 6,827
3,407 17,003 3,760 20,763 4,641 252 918 98 2,109 275 1,649 34,112 9,300 9,500« 3,631 4,802
4,015 15,991 2,375 18,366 928 1,909 244 127 1,738 1,259 1,001 29,567 8, 700~ 5,300~ 2,384 4,437
7,162 17,290 5y214 22,504 2,342 330 215 105 2,536 1,152 1,670 38,066 7,700+ 4,300+ 1,313 5,061
4,529 16,891 2,753 19,624 2,921 723 270 4 2,840 1,034 4,968 36,913 10,500= 1%, 600~ 1,916 6,091
8,591 26,150 2,042 23,192 2, 409 714 “O= 30 1,676 926 997 43,535 12,600+ 13,500+ 919 10, 736
10,256 21,347 5,903 27,250 £,476 795 450 348 7,849 23 2,297 £6,002 2, %00- 2,500~ 5,746 12,589
21,547 15,300 3,744 19,044 3,853 184 100 107 2,041 1,377 1,704 49,577 1, 600- 18,000+ 1,075 17,812
13,632 19,997 10,643 30,640 7,770 530 122 60 £, %98 1,041 4,830 3,493 30, 500~ 10, 800- 877 10,17
15,553 23,258 6,623 29,881 5, 500 -C- 398 203 622 1,152 3,391 56,620 1,200 15,2¢C+ 106 12,537
7,510 24,765 6,253 31,01¢& 3,366 721 -r- 5 2,028 1,364 1, AR9 47,474 3,8c0- 2,720- 8,212 6,M3
4 20,887 10,938 31,825 4,771 100 1,134 184 2,319 628 278 45,952 1,500+ 2,000+ £,1 3,324
1:;21 12,772 3,702 16,474 3,364 507 "735 211 1,568 608 3,120 28" 721 19, 264 17,812~ 2,763 51922
3,548 9,043 2,421 11, 464 755 £36 50 126 3,559 865 554 21,537 14,666« 16,730- 3,872 4,780
7:521 7,437 1,928 9,365 714 198 165 139 187 750 219 19,264 21,617- 26,574~ 2,166 5,273
6 4,342 3,835 8,177 883 1,007 127 -0- 517 1,570 1,826 16,872 34,583~ 37,554~ 5,070 4,047
§Z;ag 3:66; 4,165 8,030 2,285 531 491 -0~ 536 229 786 19,268 26,746~ 25,977~ 5,584 4,861
5,093 2,727 4,810 7,537 1,524 977 506 3 439 665 3,542 20,314 14, A71= 16,535= 3,873 6,044
8:726 5:582 4,836 10,418 2,967 1,226 178 ~C= 925 969 1,216 26,625 5,549- 450~ 1,559 7,396
3,747 10,680 2,088 1,007 -0~ -c- 37 1,108 2,27 20,221 136+ 13, 768~ 4,497 4,503
3;222 12;332 2,069 13,191 2,140 1,357 342 6 1,342 "643 4,65z 32,340 22,768 22,022- 2,846 7,188
$198,729  $445,168  $152,345  §597,513 $96,77C  $25,6€5 49,297 43,353 262,951 425,029 $56,837 $1,074,122  §227,730- $197,662~ $88,566 $210,912
: Sales Net
Quirizht Contracts Chenge
Actual change ia sj'sten.'a roldings during period 31:2,000- “§55, TcC- 13T, Toc-
. pased exclusively on Now York's operations, crenge would iiave heern  189,:C0- 48,200~ 237,700-

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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Boston

New York
Philadelphia
Cleveland
Richmond
Atlanta
Chicago

Dallas

Totals
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Exhibit "D (a)*

MATURITIES OF BILLS PURCHASED BY THE SYSTEM

San Francisco

l-éO davs
$ 0,172
267,059
16,685
727

3,100

959
17,408
4,427

13,852

$374,389

EXCLUDING SALES CONTRACTS

(000 OMITTED)

31-60 days 61-90 days
$ 44,358 $ 93,678
155,539 150,965
29,561 50,524
9,063 12,585
2,833 3,364
1,004 1,386
31,999 13,524
6,761 7,094
18,522 21,440
$299,640 $354, 560

‘Qver
90-days

$ 10,521
23,950

0
1,288

0

0
6,747

3,023
$45,533

DURING THE PERIOD FROM DECEMBER 29, 1927 TO JULY 11, 1928

Totals
¢ 198,729

597,513
96, 770
23,663

9,297
3,353
62,931
25,029

56,837

$1,074,122
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MEMOR ANDUM FOR OFEN MARKET INVESTMENT COMMITTEE 7 / / g / 7%’

N

The attached statement shows the net earnings of the banks after paying
expenses and dividends for the first six months of the year 1928, also the esti=-

mated results after oxpenses and dividends and also charge-offs for the second six

months of the year, It will be noted that with one exception the present indications

are that every bank will fully earn its expenses, dividends and charge-offs, That
bank, San Francisco, has estimatéd gross earnings for the second half of the year

as only approximately one-half the actual earnings for the first half of the yvear,
This estimate would appear to be very conservative and it seems probable, therefore,
that the actual net earnings of this bank will be somewhat in excess of the estimate.

During the past three years the sarnings of the system have been but a

comparatively small amount above requirements for expenses, dividends and charge= K
offs, so that it has been necessary to distribute earning assets with considerable l

care in order that every bank might approximately earn its requirements. This year %

1

the situation is somewhat different as present indications point to net earnings for

the system of over $13,000,000,

The question presents itself, therefore, as to whether the committee should
undertake to distribute earning assets in such a menner as would result in a dis-
tribution of NET EARNINGS in the ratio of expenses, dividends and charge-offs, or

whether, after satisfying itself that all banks will safely earn their charges, it

should distribute its purchases on thisg ratio regardless of tha effect on net

1
earnings,

During the past three years it has been the policy during the first half
|
of ezdh year to distribute all purchases in the ratio of expenses, dividends and
charge~offs, but during the second half of the year to make such adjustments in the

distribution ratios as would result in giving the banks NET EARNINGS in the ratio of

expenses, dividends and charge~offs. That is to say, the committes has taken into :

consideration in its distribution the earnings of the banks from sourcesother than

purchases by the committee.
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Two courses present themselves*

First; Shall the committee effect such a distribution
of earming assets as will distribute the NET EARNINGS of the s-ystem
for the year as nearly as possible iIn the ratio of expenses, dividends
and charge-offs? If so, it will be necessary to make a rather drastic
revision of the distribution ratios during the remainder of the year*
The Tigures would be approximately as indicated in column 11 of the
attached statement, from which it will be noted that four banks would
not participate at all* These figures would, however, have to be re*
vised somewhat for the reason that several of the banks would probably
find 1t impossible to receive their full share*

Second: Shall the committee distribute purchases made by
it in the ratio of expenses, dividends and charge-offs, making only
such adjustments as may be necessary to assure every bank of fully
covering its charges regardless of the amount of net profits remain-
ing” IT this plan is followed it is probable that only minor adjust-
ments, It any at all, will be necessary iIn the present ratios during

the remainder of this year.

The following of the latter course IS suggested*
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DAILAS
Actial for 6 months 8217 796 31
Estimated * " » 876 750 34 282 275 219
Total 1,703 , 42 T3 ‘. 7 529 689 10 1/24
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THE CREDIT SITUATION g BOARD MERTING
UL 148 1922

Interest Rates

Interest rates are higher today than at any time since 1921. | The -
primary reason for high money rates is that the member banks owe the Federal
Reserve Banks about one billion dollars, compared with an average borrowing of
about 500 mill_ion for the preceding six years and 400 million last summer., The
heavy borrowing is due primarily to gold exports of 500 million dollars since last
autumn, sales of 300 million of securities by the Federal Reserve, Banks, and some
additions to reserve requirements of member banks because ofAyredit expansion $er—
Spoculative.wes. Partly offsetting these losses of funds, there has been a gain
through the retirement of over 100 million of currency (reflecting some reduction
in factory payrolls and increased use of checks).

As the autumn demand for funds comes on, larger barrowings and still
higher money rates may be anticipated unless counteracting steps are taken. Or-
dinarily autumn trade requires nearly 100 million additional rediscounts (exclusive

of additional Federal Reserve credit called into use through the seasonal expansion

in holdings of bankers acceptences),

Testing + redit Situ
The pfesent high money rates are testing the credit situation and it
seems reasonasble to believe that pressure will be felt most at the weskest point,
whether this is the prices of industrial securities, the volume of new issues, the
wnﬁ}gf new bumg, or whatever elsé. It seems likely that a brief period of
besbing 1s likely to result in a check to movements which may have gone beyond a
sound economic basis. The fact that such a testing is going on is evidenced by the

changes in the total volume &f credit, which with the exception of a temporary rise
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at the first of July has shown no increase since the early part of May. The
volume of new long time seeurity issues also shows some sign of pause, and security

prices of various types are considersbly lower than they were early in May.

Effect on Business

If the present high interest rates are continued for several months it
seems probable that business activity may be affected six months or a year fronm
now. The eovidence for this probability may be summarized briefly.

1. Charts of business volume and interest rates since 1900 show
that continued high rates have almost invariably been follow-
ed by business declines after a lag of six months to a year.

2. A reasonsble explanation is found in tne restriction of new en-
terprises by high money rates.

(a) High money rates discourage speculative building con-
structicn - as indicated by declines in building
six months to a year following high money rates.

(b) High money rates tend to discourage new financing,
which would lead to business activity six momths to
a year distant.

3. Present business conditions may be poeculiarly susceptible to re-
striction of credit.

(a) Thers was considersble unemployment last winter. Out-
door work, particularly building, has largely ab-
sorbed surplus lebor, but factory employment has in-
creased very little, When outdoor work slackens,
further unemployment is at best a danger,

(b) Any considersble unemployment will give installment sell-

ing its first considerable test.
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It should be noted, however, that high money rates have not continued

long enough for any noticeable adverse effects.

which would first reflect adverse consequences show that -

On the contrary, the figures

1, In the first six months of this year the volume of building con-

tracts has broken all previous recerds,

The figures reported

by the F, W. Dodge Company for the first six months of recent

years follow:

records, as

First
Six
Months
1925
1926

1927
1928

of new undertakings.

lization.

igitized for FRASER
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Effects on World Finance

with the French reconstruction.

of funds is now beginning.

1925 = = = = = = =~ ~ = 42, 748,695,000
1926 « = = =~ = = - - = 3,128,158,000
1927 = = = = = = = = = 3,187,993,000
1928 = = =~ = = = = = = 3, 444,868,000

showm by the following table:

(In millions of dollars)

Domestic Foreign
3,130 571
3,436 616
4,508 786
4,528 1,135

cent weeks new issues have diminished.

Tot

B

3,701
4,052
5,294
,664

o

A little slower pace would probably be wholesome.

beginning to be some evidence that the pace is in fact slowing dowm.

2. Similarly, the volume of new financing has broken all previous

The foregoing figures suggest perhaps an excess rather than a deficiency

There is

Just in re-

In recent months European money centers have not been adversely affected
by high rates here, largely because of extraordinary movements of funds connected
A more normal relation betweep rates and movemenis
Sterling has declined steadily since the French stabi-~

The exchanges are still generally high, but long continued high rates
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here would undoubtedly draw funds from abroad and lead to higher money rates abroad
and lower exchange rates, and perhaps eventually gold shipments to this countiry.
It would probably take some weeks for these developments to occur, and it may also
be said that the speculation which has taken place in this country has been paral-
leled by similar movements abroad, encouraged by cheap money; and somewhat firmer
money conditions here may not be unwholesome.

Germany is a particular case with peculiar conditions. She has had heavy
speculation, rising prices and wages, together with high money rates; and as fer
as temporary money market conditions are concerned they may perhaps be bettered
rather than injured by firm money rates here. In the long run, however, the pay-
ment of German reparations is dependent upon a steady flow of money from this country.

The foreign aspects of future policy may be summarized by saying that they
appear to offer no pressure toward immediately lower rates here, but in the long

run would be adversely affected by a continuation of abnormally high rates here.

Future Program

From these various considerations and other aspects of the current situa-
tion, it would appear that some further period of testing the credit situation by
firm money conditions might not be undesirable. But it would also appear that too
extended a period of high money rates would be detrimental to business and would
react unfavorably on the world financial position.

Looking into the autumn problem for Federal Reserve policy appears to be
to find a means of bringing about somewhat easier credit conditions, without at the
same time encouraging a renewed expansion of credit. It secems particularly desir-
able that money should be somewhat more easily available for the crop moving season.

The two alternatives which naturélly present themselves are a reduction in

discount rates or the purchase of government securities.
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There are a number of objections to considering rate reductions under
anything like present conditions -

1. Even after recent increases discount rates are low relative to
open market rates, and offer encourasgement to borrow.

2. The present volume of rediscounts is now so large that banks find
it very difficult to keep out of debt at the Reserve Banks and
the tradition against borrowing, which has been the principal
source of effectiveness of Federal Resorve policy, appears to
be breaking down.

The chief danger in open market purchases is that, as they appear in the
statement, they may be regarded as an indication of a change of Federal Reserve
policy and made the occasion for excessive demands for credit.

From these considerations it seems desirable -

1. That no precipitate change in policy is called for;
2. That rate reductions should be made only after the volume of
member bank indebtedness has been materially reduced;
3., That open market purchases should be made at such times and
in such quantities that they will be absorbed either -
(a) In meeting seasonal needs for additional credit; or
(b) 1In reducing the amount of indebtedness at the Reserve

Bankse.
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CONFIDENTIAL @ July 19, 1928,

Intere ate »

Interest rates are higher today than at any time since 1921, The
primary reason for high money rates is that the member banks owe the Federal
Beserve Banks about.one billion dollars, compared with an average borrowing of
about 500 million for the preceding six years and 400 million last summer, The
heavy borrowingAislgue'primgrily to gold exports of 500 milli&n dollars since last
antumn, sales of 300 million of securities by the Federal Reserve Banks, and some
additions to reserve requirements of member banks because of excessive ecredit ex=
pansion, Partly offsetting these losses of funds, there has been a gain through
tbg'retirgment of over lQO million of currency (reflecting some reduction in factory
payrolls and increased use of dhegks).

As the autumn demand for funds comes on, larger borrowings and still
higher money rates ﬁayvba anticipated up;ess counteracting steps are taken, Or-A
dinarily autumn trade requires nearly 100 million additional rediseounts (explusive
of additional Federal Reserve credit called into use'through.the seasonal expansion

in holdings of bankers acceptances)..

Testing the Grgdit Situatiop

The present high money rates are tésting the credit situation and it seems
reasonable to belisve tbat pressure will be felt most at the wegfgft point, whetber
this is the priges o£.inqustria1 securitié55 the volume of new issues, the amount of
new building, or whatever else, It seems likely that a brief pericd of rates at
present levels is }ikely to rgsult in a gheck to movements which may have goﬁe‘béycnd
8 sound economic basig. The fact that such a tosting is going on is evidenced by the

changes in the total volume of credit; which with the exception of a temporary rise
igitized for FRASER '
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at the first of July has shown no increase since the early part of May. The
volume of new long time security issues éiso shows some sign of pause, and security

prices of various types are considerably lower than they were early in May.

Effect on Business

If the present high interest rates are continued for several months it
seems probable that business activity may be affected six months or a year from
now. The evidence for this probability may be summarized briefly.

1. Charts of business volume and interest rates since 1900 show
that continued high rates have almost invariably been follow-
ed by business declines after a lag of six months to a year,

2. A reasonable explanation is found in the restriction of new en-
terprises by high money rates.

(a) High money rates discourage speculative building con-
struction - as indicated by declines in building
gix months to a year following high money rates.

(b) High money rates tend to discourage new financing,
which would lead to business astivity six months to
a year distant,

3. Present business conditions may be peculiarly susceptible to re-
striction of credit.

{a) There was considersble unemployment last winter. Out-
door work, particularly building, has largely ab-
sorbed surplus lsbor, but factory employment has in-
creased very little. ihen outdoor work slackens,
further unemployment is at best a danger.

(b) Any comsiderable unemployment will give installment sell-

ing its first considerable test.
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It should be noted, however, that high money rates have not continued

long enough for any noticeable adverse effects.

which would first reflect adverse consequences show that -

On the contrary, the figures

1, In the first six months of this year the volume of building con-

tracts has broken all previous records,

The figures reported

by the F. W. Dodge Company for the first six months of recent

years follow:

1925 = = = = = - - - ~ $2,748,695,000
1926 « - = = = = - - - 3,128,158,000
1927 = = = = = = = =~ = 3,187,993,000
1928 = = = =~ = = = = = 3, 444,868,000

2. Similarly, the volume of new financing has broken all previous

records, as

First
Six
Months

1925
1926
1927
1928

shown by the following table:

(In millions of dollars)

Domestic Foreign Total
3,130 571 3,71
3,436 616 4,052
4,508 786 5,294
4,528 1,135 5,664

The foregoing figures suggest perhaps an excess rather than a deficiency

of new undertakings.

beginning to be some evidence that the pace is in fact slowing down.

A little slower pace would probably be wholesome.

cent weeks new issues have diminished.

Effects on World Finance

There is

Just in re-

In recent months Europesn money centers have not been adversely affected

by high rates here, largely because of extraordinary movements of funds connected

with the French reconstruction.

of funds is now beginning.

lization.
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Sterling has declined steadily since the French stabi-
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here would undoubtedly draw funds from abroad and lead to higher money rates abroad
and lower exchange rates, and perhaps eventually gold shipmenis to this country.
It would probably take some weeks for these developments to occur, and it may also
be said that the speculation which has taken place in this country has been paral-
leled by similar movements abroad, encouraged by cheap money; and somewhat firmer
moncy conditions here may not be unwholesome.

Germany is a particular case with peculiar conditions. She has had heavy
speculation, rising prices and wages, together with high money rates; and as far
as temporary money market conditions are concerned they may perhaps be bettered
rather than injured by firm money rates here. In the long run, however, the pay-
ment of German reparations is dependent upon a steady flow of money from this country.

The foreign aspects of future policy may be summarized by saying that they
appear to offer no pressure toward immediately lower rates here, but in the long

run would be adversely affected by a continuation of abnormally high rates here,

Future Program

From these various considerations and other aspects of the current situa-
tion, it would appear that some further period of testing the credit situation by
firm money conditions might not be undesirable. But it would also appear that too
extended a period of high money rates would be detrimental to business and would
react unfavorably on the world financial position.

Looking into the autumn problem for Federal Reserve policy appears to be
to find a means of bringing zbout somewhat easier credit conditions, without at the
same time encouraging a renewed expansion of credit., It secems particularly desir-
able that money should be somewhat more easily available for the crop moving season.

The two alternatives which naturally present themselves are a reduction in

discount rates or the purchase of government securities.
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There are a number of objections to considering rate reductions under
anything like present conditions -

1. Even after recent increases discount rateg are low relative to
open market rates, and offer encoursgement to borrow.

2. The present volume of rediscounts is now so large that banks find
it very difficult to keep out of debt at the Reserve Banks and
the tradition against borrowing, which has been the principal
source of effectiveness of Federal Rescrve policy, appears to
be breaking down,

The chief danger in open market purchases is that, as they appear in the
statement, they may be regarded as an indication of a change of Federal Reserve
policy and made the occasion for excessive demands for credit.

From these considerations it seems desirable -

1. That no precipitate change in policy is called for;

2. That rate reductions should be made only after the volume of
member bank indebtedness has been materially reduced;

3. That open market purchases should be made at such times and
in such quantities that they will be absorbed either -

N (a) In meeting seasonal needs for additional credit; or
.

o (b) In reducing the amount of indebtedness at the Reserve

Banks.
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)r | FEDERAL RESERVE BANK

ofF New York

July 6, 1928.

Dear Governor Platt:

Referring to your letter of July 3, !.nasmch as the

suggepted date for the meeting of the Open Market Investment

Committee will be satisfactory to you, Dr. Miller and Mr. James,
and as the probabilities are that Governor Young will be back

in Washington at that time, I am today calling a meeting of the
committee to be held in Washington on Wednesday morning, July 18,.
at ten o'clock (standard time), at the office of the Federal Reserve

Board., Will you be good enough to make the usual arrangements.

| \ Very truly yours,

J. H. CASE,

Acting Chairman, Open Market
Investment Committee.

Honorsble Edmund Platt,
Vise Governor, Federal Reserve Board,

¥Washington, D. C,

77 W m // v@{/w&;fﬂ, o /)&ée%f/z’ ﬁ/
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July 3, 1926,

Dear Mr. Caseg

With reference to your two letters of June 28th and
particularly the second one, suggesting July 18th as 2 god
date for the next Open Market Cormdttes meeting, I may say
that this date will be satisfactory to me and to Mr. James.
Mr. #iller you have already heard from. I hove mentioned
this date in letters to Governor Young and to Mr. Hamlin
tut do not yet kmow definitely whether Governor Young will
be back hers hy that time but am pretty sure that he intends
to.

Yours very truly,

Yice Governor.

Mr. J. H. Case, Deputy Governor,
Tederal Reserve Bank,
¥ew York, Yow York.

RQARe A e 7/ A / ~>8
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FEDERAL RESERVE BANK

ofF New York

June 28, 1928,

lear Govemor Platt: @/2 gf'?’

Since dictzting my letter this morningjon the subject of
B

deferring the next meeting of the Open Market Investment Committee

until about the middle of July, I have had a talk with Dr. Miller
who, ag you know, was in the bank tocay.
Dr. Miller suggests that probably Wednesdey, July 18,

would be far enough removed from the heavy turnover which is expected

to teke place early in July, to enable us to get a pretty clear picture

of credit conditions. Governor Young, I understend, is likely to be
beck in Washington at that time; and as I also understand that Lr,
Miller is planning to leave his office for a short holiday during the
latter part of that week, the July 18 date suggested by Lr. Miller
would appear to be a suitable one.

Will you be good enough to discuss the matter with your
associates and let me know if July 18 will be satisfactory. If they
are all agreed on that date, perhaps it would be well for you or
Mr. Eddy to notify Governor Young so that he would definitely know
that o date for the meeting has been fixed.

Very truly yours,
df( (//\.,n——-"”/
J. H. CACE,
Acting Cheirman,
Honorable Edmund Platt, Open Market Investment Committee.

Vice Governor, Federal Reserve Boarc,
V.ashington, D. C.

LRl s "/ 3/ r27
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FEDERAL RESERVE BANK

ofF New York

June 28, 1928.

Dear Governor Platt:

At its recent meeting held in Washington on May 25, 19&8,
the Open Market Investment Committee, in making its recommendations to
the Federal Reserve Board, suggested that "the committee would expect to -
meet again within.the next month."

In view of the absence at this time of Governor Young and
other members of the Federal Reserve Board, and because of the important
developments which have taken place since May 25 in respect of the ex-
pansion of credit that then existed, I am writing to inquire if, for
any reason, you think it necessary or advisable to have a meeting of the
Open Market Investment Committee in the near future. Personally, it

_ seems to me (and the other members of the committee are in agreement
with my thought) that no real need exists for a meeting at this time.
So far as New York is concerned, it seems reasonably certain that the
present scale of interest rates (with the possible exception of call
money) is likely to hold until the early part of July, and, if you can
see no objection, I should be inclined to defer calling a meeting of the
committee at least for the present.

Very truly yours,
ﬂﬂy\/
J. H. CASE,
Acting Chairmen,

Open Market Investment Committee.

Honorable Edmund Platt,
Vice Governor, Federal Reserve Board,

Washington, D, C. fco ) 5 7,/ 3/}§
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