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November 23, 1929

»

Dear Mr* ifettesons

1 aoknosvlodge reoetpt of your latter of the 
^ naiMLwt̂  and thank you for the two eapie«~oT' 

"'the prel Irainary aemorandiBB presented at the meet­
ing of the Open Market Investment Cownittee held 
In HMhin^ton on Koreaber 12th.

Very truly yours,

is*. M.

£-* M* McClelland* 
■las istant Secretary

Mr* W* B* Mattaaon, Secretary,
Open Market Invest*ent Cased ttee, 

o/o Federal Beaerve Bank,
Mew York, » .  Y.
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F e d e ra l R e s e rv e  Bank 

of N e w  York

COMF1 DMT IAL November 22, 1929

Federal Reserve Board,

Washington, D. C.

Gentlemen:

Attention: Mr. E. M. McClelland 

In compliance with your telephone request, we are

pleased to  enclose herewith, fo r  your f i l e s ,  two copies o f  the
/ / ■ - ~~~ *

preliminary memorandum) presented at the meeting o f  the Open 

Market Investment Committee held in  'Washington on November 12.

Investment Committee

E nds. (2)

/ /
>?/-> 1 / 1
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B cm a fcer  22 , 1 9 2 9 .

Dear Hr* Matteson: 

Receipt 1# aokzKwladged of  your letter ojL 

Novô ber 19. Addreeeed to Governor Young, eneloalag
... /|/i a j > f l^ L tA  '6 .6̂  , * f* - “9 a,;- -U ^ J

oopy of the wtiiwt** of 1»e Meeting of the Open Map*

feet liiw tim it 0<Mtlttee !*el.d in Vaebington on Mowe-

V e ry  t r u l y  yw *r*» 

I* H« McClelland*
Aeeletant Secretary*

Mr* W* B# iaatteeaa. Se»r«twey* 
Ope& Market lu it w it  Ocn«ittee, 
federal Beeerre Beak*
H e* Y ork  C ity *  8* T .
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O f f i c e  C o r r e s p o n a v . r  e
FEDERAL RESERVE "

BOARD _
Date___ member 21, 1929

Tn t A ll Members of the Boards Subject: 

From_________Mr* McClelland____________  ______

t A'Vi 4t$f

At the meeting this morning, there was ordered circulated the 
attached letter from the Secretary of the Open Market Investment 
Coaaittee, dated November jl9thA\ t ransmitting the ainutesj'af the^p 
meeting of the Committee held here on November 12tlr^1;ogether 3 5 / 
with reports considered at that meeting*

J Governor Youjag 
Mr. Platt\r 
Mr. Hamlin 
Mr* James ,
Mr* Cunningham^
Dr. Miller;— —*
Mr* P o l e ^ ^

Please circulate promptly and return to the Secretary*s Office#
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F e d e r a l  R e s e r v e  B a n k  

o f  N e w  Y o r k

P E R S O N A L November 19, 1929

Dear Governor Young:

There i s  enclosed, fo r  your f i l e s ,  copy o f  the
t  i  j i  'x  j 7 - f  9 3 3,*" *■ 2  - 'f -

m inutes(of the meeting o f  the Open Market Investment Com­

mittee held in Washington on November 12 together with 

copies o f the preliminary memorandum and the secretary ’ s 

report submitted to the committee.

Secretary, Open Market 
Investment Committee

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

E n d s. (3)

*

M m d  S u t w e f f if

N O V  2 1  1923
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/
/  Federal Reserve  Bank

o f  N e w  Y o r k

COMFIDHWIAL November 19, 1929

Dear Governor Young:

There i s  enclosed herewith fo r  your information
»*/ / 5 f   ̂ '<3 « ~ $r ■ J. '? -a-vv ib , , „ x*-3

the minutesi o f  the meeting o f  the Open Market Investment

Committee held in Washington on November 12, together with

copies o f  the preliminary memorandum and the secretary ’ s

report submitted to  the committee.

Secretary, Open Market 
Investment Committee

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

W ’£> * '
o  r u a  '

YVLMA-

E n d s. (3)
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6 i/ f*

/

' t ,  w  ■ ' 1 ^

t j l - > f > j

Since the meeting o f the Coaaaittee on September 24, the credit /  ^  

situation has changed abruptly* There has been a severe liquidation o f credit 

against securities under circumstances which constitute a serious threat to 

business sta b ility  at a time when there were already indications o f a business 

recession* This seems clearly  to Indicate the need o f having the federal Re- 

serve Systwa do a ll within its  power toward assuring the ready ava ilab ility  o f I *2 

money fo r  business* at reasonable rates*

In view o f these circumstances and for the purpose o f avoiding 

any increase, and i f  possible fa cilita tin g  some reduction, in the tota l volume 

o f member bank discounts, the Coraaittee believes that the System should be 

prepared to increase the open market holdings o f the Federal reserve banks 

through the purchase o f b ills  i f  they can be acquired in su fficien t amounts 

without interfering with their present desirable distribution, and i f  not, 

through the purchase o f Goveriaaent securities*

It is  believed by the Gonsaittee that this may be done with safety 

in the interest o f business without the risk  that funds so put out by the Fed­

eral reserve banks would be used to stimulate any abnormal or unnecessary ex­

pansion o f member bank cre d it.f/fh e  Committee also has in mind the fact that 

present conditions may possibly develop to the point where, as an emergency 

measure, in the interest o f maintaining banking and business sta b ility , it  may 

be necessary quickly to purchase larfce amounts o f Government securities in order

to avoid any undue stringency in credit*

fhe Committee therefore recommends that the present lim it o f /  

$25,000,000 per w«*k on the purchase o f Government securities be removed and { 

that the Committee be authorized im lieu  therefor to purchase not to exceed
/#2 0 0 ,0 0 0 ,0 0 0  o f Government securities fo r  account o f such banks as care to 

participate, in order that it  migfrt be empowered and prepared to make purchases
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o f Government securities as and when i t  nay «•«& to bo necessary for  the pur­

poses, or in the contingencies outlined above, but only with the understanding 

that there be a careful current review by the Federal Reserve Board and the 

Comalttee o f the consequences o f any such purchases that may be made, and that 

another meeting with the Board be held at any time it  nay seem desirable to 

the Board or the Coaaittee, and that in any event there be another such meet­

ing not la ter than the f ir s t  week in January*

AT B O A R D  M  ’>;Tf K

NOV ®  '929 

0 -
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z z * > r i ~ V -

REPORT OF THE SECRETARY OF THE OPEN MARKET INVESTMENT COMMITTEE 
TO THE MEETING OF THE COMMITTEE AT WASHINGTON ON NOVEMBER 12, 1929

At the time o f  the la st  meeting o f  the Open Market Investment 

Committee, which was held at Washington on September 24, 1929, the to ta l 

outright holdings o f  Government secu rities  in the System Special Invest­

ment Account amounted to -  - -  - - - - - - - - - - -  ~ -  -  -  -  -  $17,500,000

Since that time purchases o f short-term  Government secu rities  have 

been made fo r  the System Account as fo llow s:

During the statement week ending September 25, 1929;

Purchased in replacement o f  sale to the Treasury 
o f  $5,000,000 Fourth 4 l /4 s  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
tained in the report o f  the Open Market Invest­
ment Committee dated September 24, 1929 - - - - - - - - - -  25,000,000

During the statement week ending November 6, 1929:

With approval o f  the Open Market Investment 
Committee there Y/as transferred to the System 
Account from the purchases which had been made
by the Federal Reserve Bank o f  New York - - - - - - - - - -  25,000,000

A fter close  o f statement week ending November 6, 1929:

With approval o f  the Open Market Investment 
Committee on November ?, a further trailfifex 
was made to the System Account from the
Federal Reserve Bank o f  New York purchases o f  - - - - - - -  25,000,000

Total holdings in System Account -  -  ------  _ - - -  $97,500,000

Purchases o f  Government secu rities  made by the New York Reserve Bank 

to a fford  a measure o f  r e l i e f  to the situation  in the market, reached an aggre­

gate o f  $158,000,000. As stated above, $50,000,000 o f  the to ta l secu rities
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purchased have been transferred to  the Open Market Investment Account and d is t r i ­

buted among participating  Federal Reserve Banks, leaving the balance o f  such pur­

chases held by the Federal Reserve Bank of New York <^108,809,950 at the c lo se  of 

business November 8, made up as follow s:

4 1 /4 / C /i  due December 15, 1929 % 500,000
4 3 /4 /  " " " " 1 5 , 1929 3,562,000
5 l / 3 /  " " »* March 1 5 , 1930 10 , 290,000 
4 7 /8 / " '* ” June 16 , 1930 17,300,000 
3 l/2/o T/^ " March 15, 1932 26,301,900 
3 1 /2 /  * " " Septenber 15, 1932 10,951,750 
3 l/2/o w " " December 15, 1932 4,904,300
3 1 /2 / F irst Liberty Loan bonds 25,000,000
4 l / 4/  Fourth Liberty Loan bonds 10,000. 000

Total ^108,809,950

i be reserve banks participatin g  in the System’ s Government secu rities  

purchases at present and each bank’ s reserve ra tio  at the close  of business 

Wednesday, November 6, 1929, are as follow s:

Reserve
Ratios

Boston 85*6/
New York 7 5 .1 /
Philadelphia 5 9 .7 /
Atlanta 5 9 .8 /
Chicago 7 6 .3 /
St. Louis 7 0 .8 /
Dallas 5 6 *6/

The reserve banks which are not p articipatin g  in  the System’ s Government

security purchases at present and each bank’ s reserve ra tio  at the c lose  o f  busines:

Wednesday, November 6, 1929, are as follow s:

Reserve
Ratios

Cleveland 5 2 .4 /
Richmond 66*3/
Minneapolis 65*0/
Kansas City 5 8 .2 /
San Francisco 6 3 .4 /
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The securities which were held temporarily in the System Account at 

the time of the last meeting of the Open Market Investment Committee, namely,

33,625,000 par value of various issues of Government securities for the Federal 

Reserve Bank of St* Louis, were repurchased by the St, Louis Bank on October 9* 

1929.

Participation in System Purchases of B ills  

On October 1, 1929, owing to the low reserve position of the Federal 

Reserve Bank of Minneapolis it discontinued participation in the System’ s pur­

chases of b i lls , until further notice.

On November 2, 1929, owing to the low reserve position of the Federal 

Reserve Bank of Kansas City it  discontinued participation in the System*s pur­

chases of b i lls , until further notice*

Attached are statements showing:

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

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

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

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

Boston 

New York 

Phi ladelphia 

Clev eland 

Richmond 

At 1ant a 

Chicago 

St. Louis 

Minneapolis 

Kansas City 

Dallas

San Francisco 
Totals

Outright Holdings of 
Government Securities 

by Federal Reserve Banks 
as at the close  of 

Business Nov> 8. 1929

)  755,000

110,284,000

1 5 , 021,000

15,5^8,000

1 , 152 ,00 0

2,618,000

19,937,000

8,625,000 

7,833,000

3,000

9 ,988,000

__________2 x 7 . 1 0 .̂ 0 0

|201,474, 000

P articipation  by Federal 
Reserve Banks in System 
Special Investment Acct. 
Government Securities 

as at the cl^se of 
Business N~>v» 8. 1929

| 8,812,000

32.537.000

9,283,000

5.181.000

657.000

6.226.000

17.093.000

6,156,000

943.000

3,060,000

5,379,000

, 500,000

Totals

I 9,5^7,000 

142,821,000

24.304.000

20.729.000

1,809,000

8.844.000

3 7 . 030.000

14. 781.000

8. 776.000

3. 063.000

15.367.000

^ 1 1 ^ ,8,3,000
1298, 974,000

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

_________CLOSE OF BUSINESS NOVEMBER 8. 1929________

4 1/4% C /I  due Dec. 15, 1929
4 3/4/, " ” ’* Dec. 15, 1929
5 " ■"
4 7/8^ M *
3 1/2/, T/n
3 l/2fo * M

Mar. 15, 1930 
June 16, 1930 
MarT 1 5 , i m  
Sec, 15, 1932 

Total

$12,442,000
32.458.000 

7,000,000
27. 500.000 
3,100,000

15.000, 000 
#97,500,000
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EXHIBIT ”B" (a)

CLASSIFICATION BY MATURITIES OF BILLS PURCHASED 
BY FEDERAL RESERVE BANKS IN THEIR RESPECTIVE DISTRICTS 

DURING THE PERIOD FROM DECEMBER 27, 1928 TO OCTOBER SO, 1929
______________  (EXCLUDING SALES CONTRACTS)_______________ ___

(OOO Omitted)

Over
1-30 days 31-60 days 61-90 days 90-days To tal

Boston | 23,596 $ 25,940 $ 52,608 $ 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 7,440 0 17,353

Richmond 2,648 3,758 4,973 0 11*379

Atlanta 22,996 4,460 5,863 374 33*893

Chicago 15,702 9,599 5,039 0 30,340

TJallo s 12,080 12,800 7,283 . 4,234 36,397

San Francisco 14,023 28,516 32,729 3,066 78^334

Totals $442,055 |232,843 $417,121 $30,712 $1,122,731
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EXHIBIT "C"

8TABBI«NT aHOTCJG 2APNEI3 AS3ST HOLDINGS OF ALL F3D^PAL PSSSPVS BAf.'KS 'AQVZJZSP 5 , 133) CCA1PAPSD »ITH HP3VIOOS WEEK AID IIOVaiBfl* 7 , 1928; ALSO HBCLY
__ AVZFJGS OF *APIfD13 A557T3 FPOU JJSIUAPY 3 , 1929 TO H0V2MB2P. 6 , 1929, EJCLU3IVS, CGLiAFiSj fflTH COSPiSSt'OKDKG P3PI0D 1923 AND SNTP* Y8AP 1928

(000 Omitted)

B.oj&oft Ha* .T?** Cleveland Pic taond Afelanta Chicago St. Louis MJfliV Totals

B ills  Discounted
m ft -  Oct. 90 

Rev. 6
*45,840

37,546
$246 ,122 

221,347
$99,730 
108 ,832

$122,972
127,627

$53,941
45,631

$58,937
60,669

$106,282 
112,184

154,355 
46,156

$36,504
32,551

$51,748 
54,322

$31,129 
35,795

$ 83,423 
108,170

$ 991,038 
990,880

Net Change 8,294- 24,775- 9,102* 4,655* 8 ,260 - 1,682* 5,902+ 8 ,1 99 - 3 ,953- 2,574* 4,666* 24,?42* 158-

B ills  Purchase! -  Oct. 90 
Nev. 6

13,986
12,515

101,318 
96,165

15,763 
12,872

40,461
41,127

20,064 
19 ,874

25,074
25,233

46,007
47,392

42
42

4,091
3,888

20,168
20,583

14.909
13,869

98,003
9f,814

339,885
330,374

Net Change 1,471- 5 ,153- 2 ,896- 666+ 190- 159* 1,385+ - 0 - 203- 415+ 1 ,0 3 4 - 1 ,1 8 9 - 9 ,511 -

Government Securities
m m -  Oct. 90 

■ev. 6
4,700
7,077

158,113
141,096

19,075 
21,629

30.887
30.887

1.809
1.809

5,053
6,814

27,834
33,258

10,454
12,567

8,610
8,776

1,688
9,069

12,582
13,890

11.883
11.883

292,688
292,749

Net Change 2,377* 17,017- 2,554+ -0 - - 0 - 1,761+ 5,424+ 2,113+ 166+ . 1,375+ 1,908+ * 0 - 61+

Total larning Aseets 
■ ■ *

-  Oct. 90
lev* |

65,526
58,198

520,803
472,358

135,698 
144,459

195,820 
201,141

75,814
67,364

89,114
92,716

182,123
194,834

64,851
58,765

59,461
49,471

79,604
77,968

58,614
•9,584

199,314
1*6,867

1,648,742
1,637,634

Net Change 7 ,388- 48,445- 8,760+ 5,321* 8,450- 3,602+ 1 2 ,111* 6 ,0 96 - 3,990- 4,364* 4,940* 29,553* 11,108-

Ceaparison of ¥s#kly A r m p
of S>rnLii  Aaw tl

Jen. 3 ,  1929 to |«v. 6 ,  i m  104,589
Seae period 192B 101,776

tn tir* Year 1928 104,089

Net Change from am *  period 1918 * 2,819*
“ H U N  year 1928 506+

353,449
893,831
411,684

40 ,382 -
58,295-

118,710
124,118
124,189

5,408-
5 ,479-

134,811
137,586
144,588

2,775-
9 ,777-

63,080
62,640
63,767

440+
687-

80,823  
76,120  
79,004

4,703*
1,819+

187,371 
187,857 
195,869

486-
8 ,498 -

66,815
65,996
66,926

829+
101-

39,889
39,525
40,982

358+
499-

52,807
57,091
58,269

4 ,2 2 4 -
5 ,462 -

51,949
49,505
51,428

1,T84+
79-

i!ii,i87 
112,959 
U S ,630

228+
2,443-

1,366,884
1,409,024
1,455,819

42,140-
88 ,935-

Caapariaaw op ^ Y pAng i M t t l

November 6 , 1929*
7 , 1928

Net Change

58,138
82,789

24 ,645-

472,358
469,459

144,458
122,521

2,900+ 21,997+

201,141
163,144

37,997+

67,364
70,296

2,932-

92,716
104,100

11,384-

194,834
220,051

25,217-

58,765
75,509

49,471
45,551

16,798- 3,920+

77,988
80,081

2 ,1 13 -

69,534
65,922

2 ,3 68 -

U *«867
199,037

29,330+

1,697,634
1,632,447

5,187+

SIMiAHY FOB 3YSTBI

B ill*  Discounted for week $ 158-
B ille  Purchased for week 9 ,511-
Governaent Securities for week 61+
Total Earning Aseets for week 11 ,108- 
Conparison o f Weekly Average of Burning Assets Jan. 3 , 1929 to

Hov. 6 , 1929 with saae period 1923 42,140- 
CoBparison of Weekly Average of Earning Assets Jan. 3 , 1929 to

Nev. 6 ,  1929 with entire year 1928 88 ,935 -
Cosparison of Saming Assets Nov. 6 , 1929 with Not. 7 , 1926 5,137*

$ Oft
m nro >03
6tn

05Mlft
tr* ft

&
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BILLS P’Jl'.CHAS. D OUi’RI ;HT BY SYSi’^ ' BY JfSEKS 
yROU P&C^B&R 27. 1923 ro OCTOBER 30, 1929 

(000 O rritted)
X x h ib it  -B "

INCREASE or DCCRSASI 
ir  Holdings

Dealers
Operations

Xndisc Boston Banks Dealers Total P h ila . Cleveland Hicx.rond
York

Operations
Systen

Operations
D is tr le ta

iw e u v M
Jar. 2

9
16
23
30

1 9,301 
15,601 

8,792 
♦,605 
1,148

♦ 14,263 
8,624 

18,089 
14,5*3 
14,893

$ 28,227 
7,684 
7,047 

10,624 
1,107

* *2,490
16,308
25,136
25,167
16,000

# 1,956 
2,925 
3,058 
2,144 
2,524

.-0 -
- 0 -

1,251
539

-0 -

-C -
150
547
357

1,134

« 1,148 
- c -

127 
—0— 
1,430

* 1,216 
2,782 
1,727 
1,55*

290

4 966
504
747
509
672

♦ 3,021 
10,059 

3,297 
1,684  

972

♦ 60,098 
48,329 
44,684
36,559
24,170

♦12,721-
26 ,63 3 -
10 ,28 3 -
26 ,014-
15 ,620-

♦ 4 ,9 12 - 
T.25®- 
4,139* 

27 ,021- 
18 ,609-

♦ 1.519 
1 ,557  
5 ,5 74  
2,573 
2,852

1 1 7 , 1 *  
9 , (tot 
* .422  
5 .604  
3,060

Fob, 6
13
20
27

1,726
550
816

1,564

16,870
9,382

25,293
8,457

1,694
5,346
5,099

705

18,56*
1*,728
30,392
9,162

3,155
1,129

553
?69

717 
1, oC3 

476 
254

75
568
250

- 0 -

112
125
201

1,201

883
577

1,088
1,349

505
1,069
1,517

980

1,298
5,582
2,704

263

27,035
25,631
37,997
15,744

17 ,956-
18 ,448-
25 ,738- 
15 ,273 -

24, 867- 
19 ,684 - 
35 ,422- 
21 ,561-

2,010
327
903

3,641

2,031
5 ,51*
6,25T
3,S?5

March 6
13
20
27

1,579
6,389
1,506
4,701

13,256
2,018
9,752
5,648

2,244
5,567
7,508

12,097

15,500
7,585

17,260
17,745

3,311
2,124
1,227

516

418
1,510

863
1,424

515
150
469

1,305

405
200

1,302
657

592
623

25
621

729
1,093

808
602

1,935
2,539
3,294
3,400

24,984
22 ,213 
26,754 
30,971

14 ,39 8 -
12 ,823 -
35 ,520-
17 ,46 4 -

29 ,431 -
21 ,543-
46 ,263-
28 ,411 -

2, 5a
3 ,575
2,556
1 ,866

4 * m
5, 2a  
5,459 

IT ,51©
A pril 3

10
17
24

929
1,665
4,281
2,496

9,073
6,732
3,525
8,321

6,584
2,531
2,504

416

15,657 
9,263 
6,029 
i ,  737

1,410
1,639
1,594
2,554

498
- 0 -

2,042
- 0 -

275
228
134

25

340
403
77°

1,214

95
14
20

21B

1,012
1,490

642
722

353
592
241
o38

20,569
15,294
15,761
16,304

18 ,573 - 
13 ,862- 
13 ,772 - 

2 , 116*

33 ,724-
17 ,38 6 -
16 ,29 0 -

148*

3,490
3,436
4,739
2 ,4 a

6,274
2,853
3,744
3.55T

1
8

15
22
29

3,050
1.442
3,230
1,742
1.442

13,843
7,408
4,385
6,362
3,834

8,654
191

9,634
11,898

6,390

22,497
7,599

14,019
18,280
10,224

2,387
1,689
1,399
1,623
1,946

-0 -
250

fi
-.O —

5^2

278
101
400
100

524 
1,287 

761
650
Sof

539
192
728
230

1,480

714 
1,132 
1,682 
1,308 
1,101

1,036
1,698

323
1,626
1,742

30,747
15,567
22,251
26,459
19,343

20,347*
13,132-

3 ,759-
5 ,063-

15 ,993-

29,246* 
13 ,240- 
11 ,074- 

8 ,121 - 
20,067-

1 ,904
2,311
2,080
1 ,884
4,747

3,653
1,775
2,904
2,211
2,403

June 5
12
19
26

1,594
1,04C

114
339

4,856
4,008
2,810
4,374

2,902
1,355
2,883

945

7,758
5,363
5,693
5,319

2,113
2,177

991
877

-0 -
- c -

792
1 , 05c

200
225

-0 -
313

1,145
991
0O0
176

204
271
450
643

518
969
654
874

847
743

1,769
769

14,379
11,88*
10,766
10,367

4,566* 
6,402*

22 ,823-
762-

5 ,1 7 2 -
1,370*

27 ,085 -
4 ,193 -

5,083
6,212
3,000
2,547

3,203
2,082
4,900
4.945

July 3
10
17
24
31

1,686
-0 —

604
598
864

15
- 0 -

847
1,575
4,831

6,606
1,270

- 0 -
8,654

-0 -

6,621 
1,270 

847 
10,229 

4, 831

l , cC5 
45

124
771
588

—0— 
- c -  
—0- 
- 0 -

-0 -

453
147

531
851
729 
575 
29 c

629
5C
oO

526
61

613
720

1,210
1,125

5CC

354
- 0 -
700
669
698

11,744
2,936
4,244

15,151
6,187

3 ,2 3 2 -
2 ,1 37 -
1,793*
1 ,426 -
6,197*

8 ,9 1 7 -
7 ,9 46 -
1,662*
1,204*
5,725*

2,080
3,836
7,227
2,646
4,785

10,463
297

2,973
6,818
1,715

7
14
21
28

720
4
2 ,? e i
2,666

o,031
2,038
3,929
6,585

-0 -
6,707
2,619
5,926

3,031
а, 745
б,748 

12,511

1,090 i ,356 
1,556 
3,644

-G-
- c -

104
59?

- 0 -
380

- 0 -
£5

14d
3 65 
o54 

1,0 6C

470 
1,.>?6 
1, 3oO

217

o90
738
525
514

63
1,737
2.71C
2,492

5,912
19,504
16,410
23,807

2 ,3 6 l*  
o 2 ,877* 

3,949* 
17,515*

4,591*
38,727* 
14.252* 
2*,377*

891
2,938
2,003
3,824

2,083
4,853
4,123
1,323

s * ? t . 4
11
lfi
25

1,411
1,334
1,131

357

2,919
16,779
13,090
16,556

5,265
2 1 ,4ol 
lo ,9 7 4

5,151

11,184 
33,210 
27,064 
21,707

1,356
2,023
2,202
2,304

1,190
- 0 -

200
75

100
350
16c
358

l,5 6 o
2,0?9
:,14C

208

o24
425
631
614

>93
314
501

1,041

2,069
P63

1,839
2,314

20,690
46,113
34, 868 
28,978

21,232*
32,231*
17,403*
20,267*

26,402*
39,313*
18,874*
22,831*

1,125
5.645
5,733
6,220

1,403
3,252

i X
Oct. 2

9
16
23
3C

1,014
1,125

962
1,744

14,113
9,828

lo ,9 6 6
2,323

52,986
41,463
18,963
30,092

.-da-..

67,099 
51,291 
32,929 
32,415 

. ,* .£ 5 3

2,93 6 
1,981 
1 ,9 4o 

0 52 
, . 2 i i

479
-0 -

a( r!
351 

-, ,~c-

65
166

316
?95

682 
2,792 
I , 5 4  ̂
I , M 8

476 
1,970

551
0»p
?4A

666
636
3 " :
757
.’ '4

2,31 7 
2,789 
2,334 

?33 
1,013

75,936
62,800
41,297
39,434
9,860

54,263* 
4,065* 

24,396* 
22,346* 

. 21 ,793-

53,884* 
10,333* 
26,959* 
19,273* 
39 .498-

4,070
1,516
3,457

10,067
6.629

3,129
1,537
4.310
5,299
3.754

ror̂ Ls *105,021 $35? ,117 $376,143 $7o5,26c *74,954 si", 353 , I i , o 79 { jo , 693 lo - '.o  40 $36,39 7 $7a,oo4 $1,122,731 $102,626- $149,335- *150,020 ♦201,421

r >c
&o>1

lin
o

utIT

ow! O' tr i 
>\03!
03
*»3
fc*3|&
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Authority E .6 . iUSio

h ^ r ' i r -

COKFIDBWTIAL November 11, 1929

PRELIMINARY MEMORANDUM FOR THS 
OPEN MARKET INVESTMENT COMMITTEE

At the la s t  meeting o f the committee on September 24 the follow ing 

resolu tion  was adopted and approved by the Federal Reserve Board:

"The Committee has reviewed a preliminary memorandum 
and current cred it conditions.

"During the past eighteen months in terest rates in 
th is country have gradually risen and money, e sp ecia lly  fo r  
new undertakings, has become more d i f f i c u l t  to obtain. tfhile 
business continues at a high le v e l, there are some indications 
o f a possib le  impending recession .

"Rates in many foreign  centers have risen  even more 
markedly and the loss  o f reserves o f central banks threatens 
further increases in rates and probable curtailment o f Europe*s 
capacity to buy th is country’ s products.

wIn accordance with the System p o licy  adopted on 
August 8th seasonal requirements fo r  Federal reserve cred it 
have been met by b i l l  purchases, and in fa c t  such purchases 
have been su ffic ie n t  to reduce rediscounts to some extent.

"For the purpose of avoiding any increase and, i f  
p ossib le , fa c i l i t a t in g  some further reduction in the to ta l 
volume o f member bank discounts during the f a l l  season, i f  
th is can be done without stim ulating unnecessary or abnormal 
expansion o f member bank cred it , the Committee favors a further 
increase o f  the open market holdings o f  the Federal reserve 
banks. I t  favors an increase o f  these holdings by the contin­
ued purchase o f b i l l s  i f  they can be obtained in su ffic ie n t  
amounts to accomplish th is  purpose. I f  b i l l s  cannot be ob­
tained in su ffic ie n t  amounts without in terferin g  with the 
present desirable d istr ib u tion , it  favors the purchase o f 
Government c e r t if ic a te s  o f the short m aturities.

"The Committee therefore recommends that i t  be 
authorized to purchase not to exceed $25,000,000 a week o f 
such c e r t if ic a te s  fo r  account o f such banks as care to par­
t ic ip a te , with the understanding that such purchases be made 
only under the conditions above stated, and with the further 
understanding that there be carefu l current review o f the 
consequences o f 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 Committee. In any 
event, the Committee fe e ls  that there should be another such 
meeting not la ter  than November 1 s t ."

Since that meeting the follow ing changes have occurred in System 

holdings o f  bankers acceptances and government se cu r it ie s .
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2
(In M illions)

Week Change Government Change
Ended Acceptances in Ytoek S ecurities in Week

Sept. 25 264 + 23 152 -  26
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 u n til mid-October acceptances were offered  in su ffic ie n t  volumes to 

meet System requirements, but from then on o ffer in gs  wero small due to demand from 

other buyers, and i t  was necessary to increase holdings o f government secu ritie s  to 

achieve the end in view.

The changes in holdings o f  acceptances and government secu rities  and 

b i l l s  discounted as compared with the estimated seasonal requirement fo r  Federal 

reserve cred it aro shown in the attached chart. I t  indicates that u n til the 

la tte r  part o f October purchases o f b i l l s  and governments were more than su ff ic ie n t  

to meet seasonal needs fo r  Federal reserve funds and b i l l s  discounted declined 

somewhat.

In the period up to the middle o f October the p o lic ie s  pursued were as 

successfu l as could have been anticipated . The decline in discounts was follow ed 

by easier money rates in New York. The bond market strengthened and, influenced 

as w ell by higher money rates abroad, foreign  exchange rates recovered to a point 

where gold exports began.

In the past three weeks the whole cred it s itu ation  has been changed by a 

v io len t decline o f  stock p r ices . The resu lt has been a reversal o f the cred it 

trends which had continued fo r  two years, -  and the Federal Reserve System now 

faces a very d iffe ren t cred it situation  from that which prevailed a few weeks ago. 

The major changes in the situ ation  may be summarized as fo llow s:

(1) The demand fo r  cred it fo r  speculative use which 

fo r  two years made necessary a system p o licy  o f protecting  its
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cre d it , has subsided.

(2) The conversion of over a b i l l io n  dollars of 

brokers loans from other account to bank loans has placod a 

considerable strain  upon member banks and increased th e ir  bor­

rowing at the Reserve bank to a to ta l o f over $>900,000,000.

(5) Business a c t iv ity  has continued to show some 

recession and there is  a threat o f  further recession  due in 

part to some destruction  o f purchasing power and a disturbed 

business psychology due to stock market liqu id a tion ,

These changes have taken place with great ra p id ity . For some days, in 

fa c t , the cred it s itu ation  in New York appeared to be at a c r i t i c a l  stage due to 

the huge burden thrown upon the New York City banks en 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 e a s ily  have spread more generally to the 

banking s itu a tion . I t  was in these circumstances that the Federal Reserve Bank 

o f New York on October 29 purchased about $100,000,000 o f secu rities  in order to 

make funds fre e ly  available to the money market thus to minimize the p o s s ib il ity  

o f an advance in rates which would have added m aterially to the d i f f i c u l t ie s  of 

the s itu a tion . The daily  changes are shown on the attached table.

In the follow ing two weeks portions o f  these secu rity  purchases were 

turned over to the sp ecia l investment account to make up the $25,000,000 a week 

o f secu rity  purchases agreed upon at the la st  meeting o f the committee and by the 

Federal Reserve Board in the event that b i l l s  could not be purchased in  su ffic ie n t  

amount.

Seasonal Expectation. The seasonal expectation in the demand fo r  Federal 

reserve cred it is  that this demand w ill remain re la t iv e ly  constant u n til the la s t  

week in November, and between that time and the end o f the year i t  w il l  increase 

nearly $300,000,000 due largely  to Christmas cu rr e n cy  requirements. In the

------- m * wp

declassified
Authority E .6 .

________

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED

Authority E.6.

4

absence o f  open marked operations i t  might be anticipated that th is demand would 

lead to an increase in rediscounts o f member banks from about $§00,000,000 at 

present to about #1,200,000,000. Such a change would ord inarily  be accompanied 

by somewhat more stringent money conditions. A fter the end o f the year i t  might 

be expected that the requirement fo r  Federal reserve cred it would decrease between 

$400,000,000 and $500,000,000. A part o f  the decrease a fter  the f i r s t  o f  the 

year would be absorbed by p artia l liqu idation  o f the System’ s p o r t fo l io  o f bankers 

acceptances, and the remainder would bo taken up by reductions in  rediscounts or 

in holdings o f Government se cu r it ie s .

Condition o f the B i l l  Market. The s h ift  o f funds from ca ll  loans to 

other employment has been accompanied by a la rge ly  increased demand fo r  bankers 

acceptances as a consequencc o f which few b i l l s  have recently  been offered  to the 

reserve banks and to ta l b i l l  holdings have declined during a period when an in­

crease is  usual. The present prospect appears to be that th is investment demand 

fo r  b i l l s  w il l  continue fo r  scmo Y/eeks and the Reserve System is  lik e ly  to receive 

less  than the usual o ffe r in g s , so that l i t t l e  increase in the ofcen market port­

f o l i o  is  to be anticipated from this source.
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M ILL IO N S  OF DOLLARS

Increase in Federal Reserve Credit Since Inc o f  July, Corap.-tred V.'ith rrtinr t<: ■ 
Amount o f  Federal Reserve Credit Required fo r  Autumn on; 1’c.iuction in 

Discounts fo r  Member Banks E ffected by Purchases o f Bankers E ills  
and U.S. Securities and Gold Imports, After Provision fo r  Addi­

tion a l F.R. Credit Required.
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Sto^k P r i c e s ,  Brokers Loan*, ar.d Federa l  Reserve Bank C red it

f i g u r e s  ii, m i l l i o n s ;  chnrge* are  shown from p re v io u s  day)

*Sl&
P rice

Actual
I ndex
Cri»r.£e

Loans to Brokers and Dealers

1 .... .. r - ■ ---  -....  . ..
Reserve Requirements 
New Tork City Banka federal R*serve Bank of New Tork

Our 
Account 

Actual Change

Out-of-town 
Banks 

Actual Chnn^e
Others 

Actual Change
Total 

Actual Change Actual Change
Discounts 

Actual Chang*

U. S. 
Governments 

Actual Change
Bllla 

Actual Chang*

Total B illa  
A Sacurltlaa 

Actual Chug*

Oct. 9 (Wea.) 240.4 $lo?6 fl?0 7 •3988 ♦ 6831 1699 ♦ 131 $22 $102 $261

10 244.7 ♦ *.3 1039 ♦ 3 1797 -  10 3H 2 _ 26 6798 - 33 702 4 3 132 ♦ 1 13 -  9 S3 -  19 240 -  28
11 244.3 -  0 .4 1109 4 70 1804 4 7 3953 - 9 6866 4 68 712 4 10 213 ♦ 81 13 0 92 ♦ 9 330 ♦ *
12 Holiday
14 242.6 -  1.7 1183 + 74 1790 - 14 3940 - 13 6913 4 47 716 4 4 179 - 34 14 ♦ 1 92 0 291 -  32
15 240.6 -  2 .0 1185 4 2 1812 4 22 3915 - 25 6912 1 719 ♦ 3 128 - 51 17 ♦ 3 121 ♦ 29 283 -  1514 (Wed.) 232.2 -  8 .4 1161 -  24 1839 4 27 3922 4 7 6921 ♦ 9 720 4 1 130 ♦ 2 19 ♦ 2 112 -  9 277 -  6

Change fo r  Week -  8.2 4125 ♦ 32 - 66 4 90 4 21 -  1 • 3 ♦ 10 ♦ 9
17 236.0 ♦ 3.8 1122 -  39 1863 4 24 3915 - 7 6901 - 20 721 4 1 121 -  9 IS -  t 107 ” T 257 • 20
18 229.2 - 6.8 1136 4 14 1836 -  27 3919 4 4 6891 -  10 708 -  13 113 -  8 12 -  1 99 . -  • 241 • 16
19 222. f - 6.6 1140 4 4 1832 -  4 3922 4 3 6895 4 4 699 -  9 130 ♦ 17 12 0 81 -  18 249 ♦ 8
21 220.4 -  2.2 1213 ♦ 73 1817 * 15 3864 - 58 6895 0 730 ♦ 31 131 ♦ 1 14 ♦ 2 93 ♦ 12 254 ♦ 5
22 224.7 + 4.3 1167 -  46 1785 -  32 3844 - 20 6796 -  9? 723 -  7 133 ♦ 2 15 ♦ 1 102 ♦ 9 267 ♦ 13
23 (*•<!.) 211.3 - U - ‘* 1147 -  20 1741 -  44 3865 4 21 6753 -  43 724 4 1 107 -  26 16 ♦ 1 124 ♦ 22 264 -  3

Charge fo r  Week -2 0 .9 -  14 -  98 - 57 -  168 4 4 -  23 -  3 ♦ 12 -  13
24 204.7 -  6 .6 1269 4122 1654 -  87 3724 - 137 6451 -  102 745 4 21 131 ♦ 24 17 ♦ 1 100 -  24 265 ♦ 1
25 207.3 4 2.6 1484 4215 1512 -142 3415 - 313 6411 -  240 776 ♦ 31 161 ♦ 30 29 ♦ 11 94 -  6 301 ♦ 3 626 206.1 -  1.2 1494 4 10 1511 -  1 3411 - 4 6417 4 6 767 -  9 213 ♦ 52 29 0 95 ♦ 1 353 ♦ 5228 180.7 -2 5 .* 1414 -  80 3470 -  41 3322 - 89 6206 -  211 778 4 11 126 -  87 31 ♦ 9 90 -  5 271 • 82
29 162.2 -1 8 .5 1951 4537 1238 -232 2834 - 488 6023 -  183 877 4 99 194 ♦ 61 120 ♦ 82 91 ♦ 1 422 ♦151
30 (W*d.) 182.7 +20.5 2131 4180 1011 -227 2487 - 5628 - 395 925 4 48 246 ♦ 52 l i t + 37 101 ♦ 10 521 ♦ f t . .

Charge fo r  Week - 28.6 +954 -730 L37» -1125 ♦201 ♦13* — ......- +J4i_ . • 23 +25?
21 192.2 ♦ 9.5 1911 -220 965 -  26 2433 - 54 5329 -  299 925 0 228 - 18 169 ♦ 12 • l i t ♦ 15 530 ♦ 9

Nov. 1 1946 ♦ 35 953 - 32 2387 - 46 5287 -  42 929 ♦ 4 222 -  6 145 -  24 102 -  14 484 -  44
2 1931 - 15 959 4 6 2398 4 11 5288 4 1 915 -  14 225 ♦ 3 145 0 101 • 1 486 ♦ 2
4 182.1 - l o . l 17 25 -206 999 4 40 2392 - 6 5116 -  172 897 -  18 204 -  21 144 -  1 92 -  9 454 -  3® ■'
5 Holiday
6 (Wed.) 164.1 - 18.O 1589 -136 969 -  30 2421 4 29 *979 -  137 890 -  7 221 ♦ 17 140 -  4 9 i ♦ 4 4 ?a . . . ♦ V

Charge fo r  Week -18.6 -5  42 -  42 - 64 -  64* -  35 -  25 -  IT • 5 -  4
7 170.1 4 6.0 ^1550 -  39 905 -  64 2356 45 4811 -  168 882 • 8 169 -  52 129 -  11 94 -  i 405 -  4?

* 1929 high -  253.5 on September 7
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Authority E .6 . 12354,

November 11, 1929^

PBJSLiMIii AEX MEMOftABiXiM FOR. THE 
Q?m MABKBT INVESTMENT COMMITTEE

At the la s t  meeting o f  the committee on September 24 the follow ing 

resolution  was adopted and approved by the Federal Reserve Board:

“The Committee has reviewed a gerlim inaiy memorandum 
and current cred it  conditions,

"During the past eighteen months in terest rates in 
th is  country have gradually risen  and money, esp ecia lly  fo r  
new undertakings, has become more d i f f i c u lt  to  obtain. While 
business continues at a high le v e l ,  there are some indica­
tion s o f a p oss ib le  impending recession .

uRates in many foreign  centers have risen  even more 
markedly and the lo ss  o f  reserves o f  central banks threatens 
further increases in rates and probable curtailment o f Europe! s 
capacity to buy th is  country’ s products.

"In accordance with the System p o licy  adopted on August 
8th seasonal requirements fo r  Federal reserve cred it have been 
met by b i l l  purchases, and in fa c t  such purchases have been 
su ffic ie n t  to reduce rediscounts to  some extent.

"For the purpose o f avoiding any increase and, i f  p oss ib le , 
fa c i l i ta t in g  some further reduction in the to ta l volume o f 
member bank discounts during the f a l l  season, i f  th is  can be 
done without stimulating unnecessary or abnormal expansion o f  
member bank cre d it , the Committee favors a further increase 
o f  the open market holdings o f the Federal reserve banks. I t  
favors an increase o f  these holdings by the continued purchase 
o f  b i l l s  i f  they can be obtained in su ffic ie n t  amounts to 
accomplish th is  purpose. I f  b i l l s  cannot be obtained in suf­
f ic ie n t  amounts without in terferin g  with the present desirable 
d istr ib u tion , i t  favors the purchase o f Government c e r t if ic a te s  
o f  the short maturities*

r,The C0mmittQe therefore recommends that i t  be author­
ized  to  purchase not to exceed $25,000,000 a week o f  such 
c e r t if ic a te s  fo r  account o f  such banks as care to  p artic ip a te , 
with the understanding that such purchases be made only under 
the conditions above stated , and with the further understanding 
that there be carefu l current review o f the consequences o f  
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 Committee. In any event, the Commit­
tee  fe e ls  that there should be another such meeting not la te r  
than November 1 s t .”

Since that meeting the fo llow ing  changes have occurred in System

holdings o f  bankers acceptances and government secu rities*
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(In M illions)

y;@ek Ended Acceptances Change in  Week Government S ecu rities Change in 
”  " ~ Week

Sept. 25 264 + 23 152 -  26
Oct. 2 525 + 59 146 -  6

w 9 555 -V- 10 141 -  5
m 16 560 + 27 158 -  5
n 25 379 + 19 136 -  2
n 30 540 -  59 295 * 157

.Nov. 6 350 -  10 295

Up u n til mdd-October acceptances were o ffered  in su ffic ie n t  volumes to

meet System requirements, but from then on o ffer in gs  were small due to demand

from other buyers, and i t  was necessary to increase holdings o f  government

secu rities  to  achieve the end in view.

I1 he changes in holdings o f  acceptances and government secu rities  and 

b i l l s  discounted as compared with the estimated seasonal requirement fo r  Federal 

reserve cred it are shown in the attached cnart. I t  inaicaues that u n til the 

la t te r  part o f  October purchases o f b i l l s  and governments were more than s u f f i ­

cien t to meet seasonal needs fo r  Federal reserve funds and b i l l s  discounted

declined somewhat.

Xn the period up to  the middle o f OctoDer tne p o lic ie s  pursued were

as successfu l as could haye been anticipated . The decline m  discounts was 

follow ed by easier money rates in Hew York. The bond market strengtnened and, 

influenced as w ell by higher money rates abroad, foreign  exchange rates recov­

ered to  a point where gold exports began.

In the past three weeks the whole cred it situation  has oeen changed 

by a v io len t decline o f  stock p r ice s . The resu lt has been a reversal o f  the 

cred it trends which had continued fo r  two years, -  and the Federal Reserve 

System now faces a very d ifferen t cred it situation  from that which prevailed a 

few weeks ago. The major changes in the situation  may be summarized as fo llow s:

( l )  The demand fo r  cred it  fo r  speculative use whicn fo r  two years 

made necessary a system policy  o f protecting i t s  cred it , has s u d sided.
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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 banks 
and increased their borrowing at the Reserve bank to a total of over #900,000,000.

(5) Business activity has continued to show some recession and 

there is a threat of further recession due in part to some destruction of pur­

chasing power and a disturbed business psychology due to stock market liquida­

tion.
These changes have taken place with great rapidity. For some days, 

in fact, the credit situation in Mew York appeared to be at a critical stage 
due to the huge burden thrown upon the Mew York City barnas when other lenders 
in the Stock Exchange money market suddenly withdrew their funds and borrowers 

resorted to the Mew York City banks. This occurred at a time when the secur­
ity market was going through 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 Mew York on October 29 purchased about 1100,000,000 of secur- / / /

Km u a 4-€>...ifMdS
ities in ordez* to majce funds Ire^Ly/availaole to tne jBoneŷ âr̂ e't̂ ^iiiwilMŴ ^̂ p̂ . /y

m tA L  k  A d m  M  td /  u M n  a J d fjJ  u o tA u ^ M ,  m  i f o  i ,
Tim ■iniiinn-1 j ....... .. - i ' - n n t i -  — a j j i M w r i i _

The daily changes are shown on the attached taole*
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 Federal 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 Movember, and between that time and the end of uhe year 
it will increase nearly $500,000,000 due largely to Christmas currency require­
ments. In the absence of open market operations it might be anticipated thau 
this demand would lead to an increase in rediscounts of member banks from about
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$900,000,000 at present to about $1,200,000,000. Such a change womld ordinarily 
be accompanied by somewhat more stringent money conditions. After tha 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 liquidation of the 

System's portfolio of bankers acceptances, and the remainder would be taken up 

by reductions in rediscounts or in holdings of Government securities.
Condition of the Bill Market. The shift of funds from call loans 

to other employment has been accompanied by a largely increased demand for 

bankers acceptances as a consequence 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 the 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 this source.
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Sto-V P r i c e s ,  Broken* Loa>.s , * F f i e r ' i i  ° t  «cr*-t Bank Crn'l it  

(Dc^:".r  f i g u r e s  it. n i i l i c n s ;  chfi.-.^en ere sWowr. from p r e v io u s  day)

Loar>s t o  Brokers and Dealers
Reserve Pequir^mente 
New York C ity  banks

*Sto -k Own O ut-of- tewn
-------------

u. 3. Tot si B ills
P rice Index Account Barika Oth ere Total Discounts Goveranente B i l l t 4 Sec -r i t ia e

Date Actual Change Actual Change Actual Change Actual ^han^a Act ja l Change Actual Change Actual Change Actual Change Actual Chaac* Act .al Change

! 9 (Wed.) 240.4 •1036 $1807 t3?ee 16831 #699 ♦ 131 $22 #102 i :6 8

10 244.7 ♦ 4.3 1039 ♦ 3 1797 -  10 3962 _ 26 67*8 -  33 702 4 3 132 4 1 13 -  9 83 -  19 240 -  26
11 244.3 -  0 .4 1109 + 70 1804 4 7 3953 - 9 6866 4 68 712 4 10 213 4 81 13 0 9 i ♦ 9 3 2 0 4 90
12 Holiday
14 242. ft -  1 .7 1183 + 74 1790 -  14 ■>940 - 13 6913 4 47 716 4 4 179 -  34 14 4 1 92 0 298 -  32
15 240.4 -  2 .0 1185 4 2 1812 4 22 3915 - 25 6912 1 719 4 3 128 -  51 17 ♦ 3 121 ♦ 29 283 -  15
I t  (Wed.) 232.2 -  8 .4 1161 -  24 1839 4 27 3922 4 7 6921 4 9 720 4 1 130 4 2 15 ♦ 2 112 -  * 277 • 6

fo r  W##k -  8 .2 4125 4 32 - 66 4 90 4 21 -  1 -  3 4  10 + 9
17 23ft. 0 + 3 .8 1122 -  39 1863 4 24 3915 - 6901 - 2C 721 4 1 121 -  9 13 -  ; 107 -  i ?57 -  20
18 229.2 -  6 .6 1136 4 14 1836 -  27 3*19 4 4 68 91 -  10 7C8 -  13 U 3 -  8 12 -  1 99 -  a 241 -  16
1» 222. ft -  6 . ft 1140 4 4 1832 - 4 3922 4 3 6895 4 4 699 -  9 130 ♦ 17 12 0 81 -  i t 249 4 8
a 220.4 -  2 .2 1213 ♦ 73 1817 - 15 3864 - 58 68*5 0 730 ♦ 31 131 4 1 14 ♦ 2 92 ♦ 12 254 + 5
12 224.7 ♦ 4 .3 lift? -  46 1785 -  32 3844 - 20 6796 - ) ) 723 -  7 133 4 2 15 ♦ 1 102 ♦ t 267 ♦ 13
*3 <*•«.) 211.3 -1 3 .4 1147 -  20 1741 - 44 3865 4 21 6753 - 43 724 4 1 107 -  2ft 1ft 4 1 124 ♦  22 264 -  3

tf» fo r  Took -2 0 .9 -  14 -  i t _ w -  iftB 4 4 -  23 -  3 ♦ i t -  13
14 204.7 -  ft.ft 12ft9 4122 1654 -  87 3728 - 137 6651 -  102 745 4 21 131 4 24 17 ♦ 1 109 -  24 265 4 1
*5 207.3 + 2 .ft 1484 4215 1512 -142 3415 - 313 6411 -  240 776 ♦ 31 161 ♦ 30 29 ♦ 12 94 -  4 301 + 36
2ft 20ft. 1 -  1 .2 1494 4 10 1511 -  1 3411 - 4 6417 4 6 767 -  9 213 ♦ 52 29 0 95 4  1 . 353 + 52
2 t 180.7 -2 5 .4 1414 -  60 3 4?C -  41 3322 - 89 6206 -  211 778 4 11 12ft -  87 38 ♦ 9 90 -  5 271 -  82
» 1ft 2 .2 -1 8 .5 1951 4537 1238 -232 2834 - 488 6023 - 183 877 4 99 194 4 68 . 120 ♦ 82 91 ♦ 1 422 4151

)JO (Wed.) 182.7 ♦20.5 2131 4180 1011 -227 2467 . 347 5628 - 215 925 4 48 24ft ♦ 52 157 ♦ 37 101 521 + 9?
for Week -2 6 . ft +984 -7>0 -137ft -1125 4201 413? 4141 a» M +257

^ r x 192.2 ♦ 9.5 1911 -220 " - 2 f  ~ 2433 . 54 5329 -  2*9 925 0 228 -  i& 169 ♦ 12 111 530 ♦ 9
■ v  1 19*6 + 35 953 - 32 2387 - 4ft 5287 -  42 929 4 4 222 -  ft 145 -  24 102 • 14 484 -  4ft

Y 2 1931 -  15 959 4 ft 2398 4 11 5288 4 1 915 -  14 225 ♦ 3 145 0 101 -  1 486 + 2
■4 182.1 -1 0 .1 1725 -206 999 4 40 2392 - 6 5116 -  172 897 -  18 204 -  21 144 -  1 92 -  f *56 -  30
5 Holiday
ft (Wed.) lft4.1 -1 8 .0 1589 -136 969 -  30 2421 4 29 4979 -  137 890 -  7 221 ♦ 17 140 -  4 * ♦ * 472 ♦ 1ft

c-:-:i*o f o r  took -lC .ft -542 -  42 _ 6ft -  649 -  35 -  25 -  17 -  S -  «9
T 170.1 + ft.o 1550 -  39 905 -  (,4 2356 65 4811 -  168 882 -  8 1ft 9 -  52 12? -  11 94 -  2 *05 -  ft 7

Federal Reserve Bank of Mo* T n i

1 f29 high -  253.5 on September 7
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Increase in Federal Reserve Credit Since End of July, Compared With Estimated 
Amount of Federal Reserve Credit Required for Autumn Season; Reduction in 
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September SO, 1929

Dear Doctor Burgess!

Complying with the request contained in 
your letter o f Seoteabar 23thi addressed to 
Governor Young, I would advise that the oor- ‘
reotion 'to whioh you call attention has been  ̂A  y/? f/cX-e^.J33. - X.. 
made in the copies o f  the minutes o f  the i w W  ' V ^  
ing of the Open Market Investment Committee, 
held on September 24, 1029*

Very truly yours,

J* C» Koell, 
Aasistant Secretary

Mr# U* Randolph Burgess, Acting Secretary, 
Open Market Investment Committee, 

o/o Federal Reserve Bank,
Hew York, H. Y*
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Federal  Reserve  Bank  

o f  N e w  Y o r k

m s m AL -w
CONFIDENTIAL September 28, 1929

Dear Governor Young:

We fin d  that a typographical error was made m  
, 3  -  X  fa t

the minutes jp f  the Open Market Investment Committee meet­

in g . On page 2, in  the th ird  lin e  o f  the second para­

graph, the phrase "such banks as can p artic ip a te” should 

read, Hsuch banks as care to p a r tic ip a te ."  W ill you 

please have th is  change made in your cop^^of the minutes.

Very tru ly  yours,

W.r Randolph Bargess 
Acting Secretary,
Open Market Investment 
Committee

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

^  . 4 * ®  */»/
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3*p t#»b #r 2 7 , 1&29

S w  Dr* Btirsm i

f lx l«  n i l l  • t la i* * !# * * *  o t  jw #
irnttmm ot 9 2flthUnolo«lng. forth ^y  , ,

* * ? * • * a l nut esx^f t be  7  *' v s i - i -
MNitlitc i f  %&• Gp«» M*rk«t twmw&mtOmmlUm u 
on Bt&mtim 24th| alto ooplta of t&* pr#ll»li»ry 
aM oriato on th« or*dit situation and tha 
tM rttAry* • import*

Mfccy thank* fo p  yo «r pronpt m otion. 

tm m  m * y  t f « ly f

8 * A* Young, 
Oov«iB«r

Dr* W» Mntelfk Btir*a«st Aoting S ao ratary* 
Qpaa «ark»t X m itM N it  Cawdttaa,
0 /0  f a t a t a l  H m *tf »  B*ak#
Haw T o il! I* Y.
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FOR SPECIAL CIE
PLEAL RE. PROMPTLY, INITIALJIND RL^JRU j SECRETARY 

■i

333. -

PERSONAL

NITIAL^I
.in

~ ivu'.
Fe d e r a l  R e s e r v e  B a n k  

o f  N e w  Y o r k

V^ov* Young Mr. Hamlin Mr. James
Ir. P l a t t  M r^M iller _  Mr. Cunningham

L? i.1 Jl vJiXi

Mr. Pol e

September 26, 1929.

Dear Governor Young:

I am enclosing herewith, fo r  your f i l e s  copy o f  the
i f  2 $%  9 ifii-M -i 3 3 3 ; - ir  - £  

minutes, o f  the sleeting o f  the Open Market Investment Committee

on September 24J together with a preliminary memorandum on the
...... ,  ,„j|H I H >ill I |I IWIIW IH riiTTTi---

cred it situation  and the secretary ’ s report which were submitted 

to  the Committee.

Very tru ly  yours,

W. Randolph Burgess 
Acting Secretary
Open Market Investment Committee.

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

Enel • (5)

s0- îMb
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Fe d e r a l  R e s e r v e  B a n k  

o f  N e w  Y o r k

CONFIDENTIAL September 26, 1929

Dear Governor Young:

I am enclosing herewith for your f ile s  copy of the
% 3 3 1 - &  * 2  ^

minutes] of the feeeting of the Open Market Investment Committee 

on September 24, together with a preliminary memorandum on the 

credit situation and the Secretary* s report, which were sub­

mitted to the Committee.

Very truly yours,

W. Randolph Burgess 
Acting Secretary, Open Market 
Investment Committee

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

Ends. (3)

p j j , -  ^ /77 />  *!
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REPORT OF THE SECRETARY OF THE OPEN MARKET INVESTMENT COMMITTEE 
TO THE MEETING OF THE OOMMITTEE ON SEPTEMBER 24. 1929

At the time o f  the la s t  meeting o f  the Open Market Investment

Committee which was held in Washington during the vovem ors' Conference

on A pril 1, 19 29, the to ta l outright holdings o f  government secu rities

in the System Special Investment Account amounted to - *  $40,000,000

During the period A pril 12 to April 24, 1929, sales were made

from the Account as fo llow s:

Sales to the market - - - - - - - - - - - -  $17,000,000
Sales to the Treasury, account Surplus Money .5.500.000 22.500^000

These sales reduced the to ta l outright holdings in 

the Account at the close  o f  business A pril 24, 1929 to -  -  -  $17,500,000

No further sales o f  short-term Government secu rities  from 

holdings in the System Account have been made since A pril 24, 1929.

However, there have been several blocks o f  secu rities  taken 

over temporarily into the System Account from the outright holdings o f  

other Federal reserve banks since the la s t  Committee meeting, most o f  

which have been either repurchased by the respective Federal reserve 

bank or, at it s  request, the secu rities  have been sold to the market or 

to the Treasury.

At the present time the temporary holdings in the System Ac­

count consist o f  $8 ,625,000 par value o f  various issues o f Government 

se cu rit ie s  which are being held temporarily for the Federal Reserve 

Bank o f  S t. Louis and which bring the to ta l amount o f  holdings in the 

System Account .up to - - - ---------------------  -  —  -  -  -  -  -  $26,125,000
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Preliminary Memorandum fo r  the Open Market Investment Committee

September 24, 1929.
------ " "  «N,

At a meeting o f  the Governors o f  a l l  Federal reserve banks at 

Washington, D. C ., on August 7 and 8, the fo llow in g  resolu tion  was adopted:

’’ I t  i s  the judgment o f  the Governors that the demand 
fo r  increased cred it incident to the autumn requirements o f 
crop moving and business should be met, so fa r  as p oss ib le , 
by an increase o f the b i l l  p o r t fo l io  o f  such banks as care 
to p artic ipate  in b i l l  purchases.

"The Governors are also o f  the opinion that th is  pro­
cedure can best and most sa fely  be undertaken, and with 
lea st r isk  o f  abuse in the use o f  Federal Reserve c re d it , 
under the protection  o f  an e ffe c t iv e  discount rate in  the 
New York d is t r ic t .

’’They are further led  to th is  conclusion by the ex­
pressed b e l ie f  that an increase in  the discount rate o f  
the Federal Reserve Bank o f New York would n ecessitate 
increases in few, i f  any, o f  the other Federal reserve 
banks during the period o f  seasonal business demand; and 
the desire o f  the d irectors  and o f f ic e r s  o f a l l  other Re­
serve banks to avoid increases, i f  p oss ib le . I t  i s ,  
th erefore , recommended that the Reserve Board act favorably 
on any app lication  that may be made by the Federal Reserve 
Bank o f  New York fo r  an increase in  i t s  ex isting  r a te .”

This resolu tion  was approved by the Federal Reserve Board and on

August 8 the Federal Reserve Bank o f  New York raised i t s  discount rate from f iv e

to s ix  per cent and reduced i t s  buying rate fo r  b i l l s  from 5 l / 4  to 5 l/Q  per

cent.

In the s ix  weeks which have elapsed since the adoption o f  the program, 

seasonal demands fo r  Federal reserve cred it -have been en tire ly  met by increases 

in  holdings o f bankers acceptances by the Federal reserve banks.. In f a c t , from 

the statement o f  August 7 to that o f  September 18, the to ta l amount o f  Federal 

reserve cred it outstanding has increased $57,000*000, the amount o f bankers ac­

ceptances held has increased $162,000,000, discounts o f  member banks have 

decreased $130,000,000, and holdings o f  government secu rities  have increased 

$20,000,000, due to an increase in holdings o f  secu rities  under sales contract.
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MILLIONS of HOLLARS
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The statement for September 18 shows total bills discounted of $934,000,000, 
equivalent to 68«5$> of total bills and securities, compared «ith <̂ 1,064,000,000 

on August 7, equal to 81$ of total bills and securities.
The accompanying diagram shows that the increase in the total of 

Federal reserve credit since the last week of July, when the seasonal expansion 
normally begins, has been in accordance with the normally to be expected 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, and shows that during August System holdings 
increased more rapidly than last year, but since then have about kept pace with 
the figures for the past two years. During current week, however, there appears 

to have been a noticeable decline in the rate of increase in bill holdings.
It is still early to pass judgment fully on the effects of the policies 

adopted. The immediate psychological effect of the rate change passed quickly. 
Since then there has been some evidence that the economic consequences of these

policies may be of considerably greater importance.
Effects on Money Rates The following table compares open market 

money rates on September 23 with corresponding rates in the first week of August 
and indicates that except for a slightly firmer tendency in commercial paper and 

in tiine money there has been no appreciable change in interest rates.
Money Rates at New York

First Week
August 1929 Sept. 20, 1929_

Stock Exchange call loans 8 ”/ q 9
Stock Exchange 90-day loans 8 3/4 - 9  5 1 / 4
Prime commercial paper 6 , ,/ft
Bills - 90-day unindorsed 5 1/8
Customers’ rates on commercial loans o.uu 
Treasury certificates and notus
Maturing December 15 *
Maturing March 15 4.56 •

Fed. Res. Bk. of New York rediscount rate 5
Fed. Res. Bk. of New York .
"buying rate for 90-day bills 5 1/

* Average rate of leading banks at middle of August; July rate 5.80
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An analysis of the rates actually charged by commercial banks to their 

commercial customers in the second district indicates practically no change in 
the rates charged by banks outside of New York City which are generally uniform 
at 6 per cent. In the cities is the commonest rate. A slight movement up­
ward is shown in the fa«t that fewer loans are made at 5 l/2 and 5 3/4 per cent, 
and possibly a few more are made at rates above 6 per cert. Thus the average of 
rates is fractionally higher on that account, continuing an upward tendency which 
has been reflected in an increase month by month from 5.50 per cent in February 
to 6.07 in September, as indicated by reports of ten New York City banks.

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

little net change in the total loans and investments of reporting member banks, 

in spite of an increase of $230,000,000 in commercial loans. This increase has 
been about offset by a decline of $140,000,000 in collateral loans and 1̂ 1 0,000,000 

in investments. Brokers loans 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 

decline in the total loans on collateral by reporting member banks.
In a number of ways the statistics appear to reveal an attitude on the 

part of member banks generally. The following points are interesting.
1 . Bank loans on collateral have declined during a period when

brokers loans were rising steadily.
2. Funds made available to member banks by Federal reserve

acceptance purchases in excess of seasonal needs were 
used entirely to reduce indebtedness at the Reserve banks.
There was no increase in bank credit.

3. Decreases in rediscounts have not yet been reflected in any
easing in money rates, although, as illustrated by the 
attached chart, we might expect that a continued reduc­
tion in total volume of discounts will ultimately tend 
to decrease interest rates*

All these appear to show an unwillingness of the banks to continue in 

debt and a vigorous and general attempt to liquidate this debt.
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Effect on Movement of Funds Following tiie increase of discount rate at 
New York a considerable flow of funds fron other districts was a possible danger 
which night have forced other Reserve banks to protect their reserves. In the 
week immediately following the rate change there was some movement to New York, 
but this was of short duration and was followed by a loss of funds following much 

the usual seasonal course.
This result is probably ascribable to the fact that the discount rate 

was already so far below market rates that the increase had little effect on 

market rates.
On the other hand funds made available by the purchase of acceptances 

have largely gone to liquidate discounts at the New York Reserve Bank and dis­

counts at other Reserve banks have followed much the usual seasonal course. The 
rate change has apparently had little effect on the movement of funds between the 
United States and Europe. Confidential reports to the New York bank indicate a 
slight 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 market, for it took 

altogether the form of an increase in holdings of bankers acceptances and Treasury 
certificates the yields on which have not increased. There was, moreover, a de­
crease of ^24,000,000 in the amount of foreign funds employed on tine or call in 
this market, the first decrease that has occurred in this account for some time.
It is perhaps significant that it accompanied a level of call money rates slight­

ly lower than had prevailed for some 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 

time the Bank of England has lost an additional $22,000,000 (mostly to France 

and Germany) 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 mon^y rates,
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the indications are that the pressure upon Europe due to high money rates, is 
becoming constantly nore intense and is tending to retard industrial and busi­
ness development * August figures shov; an unseasonal decline in United States 
exports, though a single month’s figures are not sufficient to indicate a trend. 
There is evidence of a backing up of wheat in shipping centers v*hich is probably 

attributable in part at least to a restraint on the part of foreign buyers.
The Domestic Business Situation Business is still operating at a 

high level, above any of the computed "normal" lines based on previous years 
experience and allowing for growth. In recent weeks, hoy/ever, there has been a 
declining tendency in a number of basic industries. Building activity has been 
reduced still further; automobile production has been receding, and steel pro­
duction has reflected these tendencies. These recessions have not, however, 
progressed far enough to warrant definite conclusions as to the trend.

Agricultural Conditions The size of the year’s crops is expected to 

be generally sanaller than a year ago. With higher prices the total return to 
the farmer may be not short of a year ago, but certain sections of the country 
have suffered 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 an adequate supply of credit.
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(4th Draft -  Sept* 25, 1929J

Praliaiaaxy Memoranda* fo r  tho Open Majfeet Investment Cosmittee
Septeaker £4, 19fc§.

4t a meeting o f the Governors o f a ll Federal reserve banks at Washington, 

D* c .# on August 7 and 8 ,  the following resolution m s  adopted*

«It is  the judgau»t o f the Soveniors that the demand for 
increased credit incident to the sntusn requirements o f  crop 
moving and business should be je t ,  so fa r as possible, h y jn  
increase o f the b in  p ortfo lio  o f stich ba n k sasca re to  partiei«* 
pa te la  M l i ^ r j| § g i r '

•The Governors are also of the opinion that this proce&ire 
can best and aost safely he undertaken* and with least risk o f 
abuse in tho use o f Federal Beserve cred it, igtfterJ&Q  ̂ j^ tection 
o f an ef f e c t i v e . . £ & t e ,  .the Sew Yo rk d is tr ic t .

•They are further led to this conclusion by the expressed 
b e lie f that an iaerease in the discount rates o f the federal
Reserve.i n f e w * i f
amrf o f the other federal resex^e^ai:s dur|ng^e''period o f  

pnfl) business demand; and the desire o f the directors and 
o ffice rs  o f a ll other Beserve baaks to avoid increases, i f  
possible. I t  i s ,  therefore, recowaeaded that the Seserve Board 
act favorably on way application that may be uade by the federal 
Reserve Bank o f Hew York fo r  an Increase in it s  existing rata**

This resolution was approved by the Federal Baserve Board and m  August 

8 the Federal Reserve Bank o f Hew Xork raised i t s  discount rate fro® fiv e  to six  

per cent and reduced it s  buying rate fo r  b ills  fro* 5 1/4 to S V® P®r ««**■

In the six weeks which have elapsed since the adoption o f the prograa, 

seasonal deaaada for Federal reserve credit have been entirely *et by increases 

in holdings o f bankers acceptances by the Federal reserve banks. In fa ct, fro* 

the statement o f August 7 to that o f Septsaber IB, the tota l amount o f Federal 

reserve credit outstanding has increased *57,000,000, the aaount o f banker# 

acceptances held has increased *162,000,OCX), discounts o f *e»ber baaks have de­

creased |1  $0 , 0 0 0 , 0 0 0 , and holdings o f government securities have increased 

1 2 0 , 0 0 0 , 0 0 0 ,  due to an increase in holdings o f securities under sales contract, 

the statement for September 18 &mm  to ta l b il ls  discounted o f #954,000,000, 

equivalent to m M  o f tota l b il ls  and securities, c«spar©d with $1,064,000,000 

m  Aagmat 7 ,  eqaal to 81# o f tota l b il ls  and securities.
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

DECLASSIFIED '
Authority E.G. U3Sfe

BUI Holdcng‘5

MILLIONS of HOLLARS 
500

4 0 0  

3 0 0

200 

100 

0
J T M A M  J J A  S O N D

•' ■ i,
' B ill Holdings of the Federal Reserve Syete»

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
■w W

d e c l a s s if ie d

Authority E.G. IBSfe

z

thB  accoapaztying diagram shows that tfos i& crm m  in the tota l o f

Federal r«©«rv« cred it ©lacs the liiat waek o f Jnlyf ^hm tha sa&aoaal expansion

norafcUy begins* has bean in accordance with. Hie aormally to be

e je c te d  increase m tha basis o f previoua axperia&co*

A socosad diagram shows the changes In System h old in g  o f hmkmrn m e*p~

tanaae fa r the pant three yaara* aad shows that daring Mgust £yaiam holdings

increased Bara rapidly thm  la st year, but sine# th«a have about leapt pace with

th8 figures fo r  the past two year#.* i&tring enrraat ¥sak, however* there appear# 
noticeable

to hare been s/dacline in the rat# o f increase In b il l  holdings.

I t  is  e t i l i  early to pas® Ju&gjMnt fuUy m  tha affects o f  the p o licies 

adopted* The insediiit® psychological e ffe ct o f the rat# change passed qniddy. 

Since than there has been sea# ^ddaace 4tet tha economic conseou^cefl ©f these 

p o lic ies  aay be o f considerably greater iaportaaca*

J^ gste jml, Jte&au. thf) following table compares open mmtfmt 

aoaey rat©® on SapM tar S3 with corresponding rates in  the f ir s t  veafe a f August 

aad indicates that «ce«pt for a slightly  flns©r iaadooc^ in coa&areial papar and

ŷ r̂ -iCiabX® cha&ge in interest rataa*

* » »  $»% ** *% Mem ta r *

in tiaa aontay thors has bean no

f ir s t  Woek

Stock Exchange call loana 
Stock Exchange SO dagr loans 
Prise coafflarcial paper 
Bills »  90 day xtaindorsad 
Cuateaters* rataa m  coisaareial loans 
trernm ry cortifica tea  and aotea 

Maturing Beceefcer 15 
Haturing March 1$ 

f®&* Baa* Blu a f Saw lost; rediscount rata 
Fad* Bea* B*/ o f Haw lorfc 

buying rate for HQ day M ila

te r n a u m S m tu X *
S *•» 12 8
8 5/4 -  § 9

# 3 /4
$ 1/$ $ 1/3

*  6.00 6*07

4*7* 4*54i mgSrmm-SKr
i

4*51
6

$ 1/4 S I / i
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ta analysis o f  the rates actually oharged by eanaercial banfes to 

thti&r © o^ercial eus tolars in  the second d is tr ic t  indicates no change

in  the spates chargad ty banks oiitoida o f  Mew lortc Oiljy ehich <ure .ganarslly nalfoMi 

at 6 par csat* M  the Hildas G& is  tia« coeKa&iest rate« I  slight jamaetit apward 

is  shorn in. the f&efc that fearer loans are m is  at § l /2  md 5 f /4  per em t, and 

possibly a f t t  aore are »ad® at rates above $ per cm t. Thus the average o f  rates 

is  fractionally hi^ksr m  that aecoant, eoatiaaiag a& upward tsndoaqr A ich  3ms 

been reflected  la  m  iaereass scath by s*anth fron §*50 per cent in Fehmaiy to 

6*07 la  Uepteaber, m  indicated by re-ports o f to* lew fork  Cltgr banks*

Mxm® th» rat© iaflmsa there has beea 

little  aofe cfo&ogo la the total loans end immimm&B of re p o rtin g  member banks,

In  sp it©  o f an iacrc&t-a -of $230*000,000  in  csnneFQial lam ® * th is  iae rease  t o i  

boon about o ffs e t by a d e c lin e  o f #140 , 000,000  in  c o lla te ra l lw m c m& $110, 000,000
I** .&.4M n|hjk

. ia torastaants  ̂ Brokers loana laws continued to espeatd and are now 

higher than thqr sera early in August j&an the discount rata was Increased* B\* 

this increase lias bean Isafgaay is loans for acceront af others a&d in fact of a 

decline ia the total Ioann m collator <1 % reporting amber basks.

In a aiaabar of ways ths statistics appear to m n l an attitade on the 

part of aaaber baolcs generally. Hi© following points are interesting*

1. Bank Mans an collateral have declined during a period shea 
brokers loans were rising steadily*

- £* Binds mads available to assfeer basics fcy federal m&mnm 
mjeepiaa.ee psrc&a&es in excess of seasonal needs were 
used entirely to rotes in&abtedaess at to  Beserve banks* 
there was no increase in bank credit*

$» Beosmses in redisoouais Mm not yet been reflated in any 
arsing in mme& mtm§ although, as illustrated by the 
attached char̂ fr m Might expeat that a continued reduc- 
tica ia total, wafomm of dis^uats s ill mltimtely tend 
to deerea^s int^p«st rs t^ *

All these appear to show an imutUiagaeas of the baaks to oaatiau© in 

debt md a vigorous and general atteopt to liqaidat© &&s debt*
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Mi.mk.rn, ,M. fladtu Following the increase of diseenmt rate

at Bov York a considerable flow o f funds from other d istr icts  was a possible 

danger milch might have forced other Beserve banks to protect their reserves*

-Is the week immediately following the rate change there was some sorest eat to 

lew York, but th is was o f short duration and was followed by a loss o f  funds 

following much the usual seasonal course*

th is result is  probably ascribable to the fa ct that the discount rate 

was alre&<%r m  far below market rates that the increase had l i t t le  e ffe ct jfe 

maxtcet rates*

On the other hand funds md^&v&llable ly  the purchase o f acceptances 

have largely gone to liquidate discounts at the Sew Xork Beserve Sank and 

discounts at other fi©serve banks have followed such tke usual seasonal course* 

The rate change has apparently had l i t t l e  e ffe ct m  the movement o f fund# be­

tween the United States and Europe. Confidential reports to the lew Xortc bank 

indicate a slight. Increase in foreign balances between the end o f July and the 

end o f August, but this increase cannot be attributed to higher rates in this 

market* for i t  took altogether the fora o f an increase in holdings o f  bankers 

acceptances and Treasury certifica tes the y ields can which have not increased, 

there was* moreover, a decrease o f $24,000,000 in the amount o f foreign fund# 

employed on time or ca ll in th is market, the f ir s t  decrease that has occurred 

in th is account for some time. I t  is  perhaps significant that i t  accompanied & 

leve l o f ca ll money rates sligh tly  lower than had prevailed fo r  some months 

previous*

The Buropoap. Situation^ flow o f gold trm  Surajw has contnued

at about the same rate as before the p o lic ies  o f August 8 were adopted* Since-.'

that time the Bank o f Shgland has lo s t an additional $22,000,000 (mostly ta

France and Germany} o f gold and it s  reserves have bean reduced, from 4141,400,000 

to 2J£6»9OOf0OO* While there have bean no marked changes in fc .tP Qan moW
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rates, the indications aro that the prossaro upon iitarapo duo to h i#  wm&? ratas, 

ia  becoaiag constantly w m » I&to&so and is  trading to retard laidnstrlal and busi­

ness dorolqpstit* £ag**st figures show mi mMMuraoal. decline in Onited States 

es$*>rfc%. thm&k a single wwth’ s figures are not su fficien t to indicate a trend* 

thare is  evidence o f & banking up o f nhe&t ia  shipping en ters ifciefc is  probably 

attribufca&U in  park at leas* to & restraint on the part o f  foreign buyers*

fhfl Dnaaatgjp BaMneais Mtuafcioiu Business is  s t i l l  operating at a 

h i#  level* above any o f th© coapoted *aor»al* lin os basfid m  pxmlwm  years 

oiperimm* and allowing fo r  growth* In recent wee&s# hammer, fehare has beee a 

declining tmdaaey in  a nuabcr o f basic ia to tx io s*  Building «|etivi*y $*& boon 

reduced s t i l l  farthorf autenobile production ha* hem  receding, aad steel pro­

duction bad reflected  those tendencies* fh em  xmmwlmM hmm aot* however* 

progressed far enough to  warrant defin ite conclusions an to the trmd*

i^xieultural CosidlftiittlB. fbe sis© of the year*® crops is  ©apected to 

bo g «a ra liy  w a lle r  than a year ago* With M#er prices th® total retain to 

the fam er »ay bo aot short o f a year ago, but certain sections o f the count** 

have suffered severely through tha d r o ^ t .  fh« continued pressure m  the credit 

situation has also bom  reflected  by tasreasiag reports fro» aoae lo ca lit ie s  

o f  d ifficu ltie s  of agriculture in securing an adequate supply « f  cred it.
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o f  N e w  Y o r k

Federal Reserve  Bank  * .

CONFIDENTIAL April 15, 1929

Federal Reserve Board, 

Washington, D. C. 

S i r s :  
I  am glad to  enclose herewith fo r  jou r  information a

<f/1 j  > f  3 3  3 , " ^  ■" $ ^  i
copy of the miflHiaaiof the last meeting of the Open Market In­

vestment Committee, the substance of which was reported at the 

Joint Conference with the Federal Reserve Board on April 4, 1929.

I  am also enclosing a copy of the report of the secre­

tary of the Open Market Investment Committee as well as a copy 

of the preliminary memorandum relating to credit conditions, 

referred  to  in  the minutes.
Very trulyyyours,

Harris* 
Chairman, Open Market 
Investment Committee

Enols- ^  $ ftj< $ jL n £ d l O t/ L e a lfa t& i
A T  B O A R D  M E E T IN G .

APR 16 1929
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A p ril 1 5 , 1929

Dear Governor H arrle o n : /  q
*

S eoeipt i «  acknowledged o fp.aw r tm  le t te r *  
of  A p ril 13t l i .  one mddrmttmd to  th e  fe d e ra l l« s s rr«  
Board and t l i*  o th e r to  Gmmma r Tou«y\ tre n a * ittln g  
til#  l o f th e a — tin g  o f t> »  Open k% rk»t

y / / / > ^  ajjgf c***ittee# held ia  Washington on A p ril ffri*,
3 3 3, - -4 “~2 te fe tfc *** w ith  th e  im port of th e  a e e re ta ry  o f the  1*1* 4$  C&aw&ttee and th e  p re lim in a ry  wwaorawlwii re la tin g  tn

^ e re d it c o n d itio n * e liie h  ware eubedttad a t the m eeting* 
fheee d o cu m en t*,w ill be brought to  th e  a tte n tio n  o f

V ery tr u ly  yo u ra ,
«• u c c u t u r o

E* If*  'o C la lla n d , 
Assistant s e c re ta ry

H r* (Jeorge i»* H a rris o n , Chairm an, 
Open la r ia t  Imm&tomatb C e a n itte e , 

e /o  F ed eral fis se rre  Bank, 
wee T e rk , V . T#
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Form no. 131 J ,_ ••
a  FEDERAL RESERVE ^Office C o r r e s p o i K * e i  e  ^ e ° " V  Date ^ p r il 16, 1939,

To A ll Mitmbar« of the Beard______— Subject:----------------------------------------------

From Mr. McClelland.-------------------------- -----------------------------------------------------------------------

j
At the meeting tMs\morning there was ordered circulated the attached 

le tter from the Chairmanjpf the Open Market Investment Consnittee, transmitting
the meeting of the Committee held on April 1st, together

with reports sutaBjrcted at that meeting ,
¥ ~ i  - 3 .  f  $ X J r 3 3 5 , - ir - 3 r &■ <

* yJSbveTnor Young 
✓ Mr. Platt 
w^r. Hamlin 
/M r. James 
j i d ,  Cunningham

- IteXPOle.
Please circulate pron^vly''and return to the Secretary's o ffic e  for filin g  •
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REPORT OF THE SECRETARY OF 1HE OPEN MARKET INVESTMENT COMMITTEE 
___________ TO THE GOVERNORS1 CONFERENCE. APRIL 1, 1929........ ;______

At the tine of the la s t  Governors' Conference, which was held in 

Washington during the week of November 12, 1928, the to ta l holdings of 

Government secu rities  in the System Special Investment Account amounted to 

approximately - - - - - - - - - - - - - - - - - - - - - - - - - -  -$75,000,000

Since that time there have been changes in the amount of to ta l

holdings as fo llow s;
1929

F eb . 7 to Account decreased by sales of approximately 
13 in c l«

021,500,000 Government secu rities  pursuant 

to decision  of the Open Market Investment 

Committee, in view of gold imports, to s e l l  

short-term Governments from the System Ac­

count as and when such sales could be made 

without demoralization of the Government 

security  market.

These sales reduced the to ta l holdings in the 

account at the close  of business February 13 to approxi­

mately 000, 000

Feb ,19 to Account further decreased by gradual sales of
March 4
in c l . approximately )14,000,000 Government

s e c u r it ie s .

These sales rcduced the to ta l holdings in the 

Account to an even -  - -  - -  - -  - -  - -  - -  - -  - -  - -  - -  - -  -£40, 000, 000

No further sales of short-term Government secu rities  from holdings 

in the System Account have been made since March 4, 1929.

Other principal transactions in Government secu rities  since 

November 12, 1928, which e ith er did not a f fe c t  the amount of to ta l holdings in 

the System Account, or a ffe cted  them only temporarily, consisted o f :Digitized for FRASER 
http://fraser.stlouisfed.org/ 
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Nov. 1928 On November 19 and 20, 1928, a b lock  of 038,800,000 3 l/2% Treasury 

Notes due March 15, 1930-32, was taken over from a foreign  

correspondent and held temporarily in the System Account. 

During the succeeding two weeks o ffse tt in g  sales were made to 

the market of

033,800,000 -  3 l / 2 % Treasury Notes due
March 15, 1930-32

5, 000, 000 -  3 l /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 

fo llo w s :

(a) To the Treasury fo r  redemption:

;)13,187, 500 -  3 l /4 $  c e r t if ic a te s  of indebtedness
due December 15, 1928

(b) To foreign  correspondents (in  partia l replacement
of th e ir  holdings of c e r t if ic a te s  of indebtedness 
which matured on December 15, 1928);

032,420,000 March 15, 1929 c e r t if ic a te s
750.000 Dec* 15, 1929 "

These sales to the Treasury and to foreign  correspondents involved 

the acqu isition  of dther short-term Government secu rities  in 

repl cement*

Dec »24»1928 Sale by the Federal Reserve Bank of Dallas of th e ir  partic ipation  

of Government secu rities  in the System Account* These secur­

i t i e s  were sold  to other participating  banks with the under­

standing that Dallas would take back th eir p artic ipation  

within 90 days. (See paragraph under date of March 18, 1929)*

Feb.20.1929 In order to fa c i l i t a t e  the sale to the market fo r  account foreign  

correspondent of 0 5 , 0 0 0 ,0 0 0  -  3 l / 2 % Treasury Notes due 

September 15, 1930-32, an exchange was e ffe cted  in the market 

from holdings in the System Account of )2 ,500,000  • 3 l /2 $
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Treasury Notes due March 15, 1930»-32# fo r  a lik e  amount of 3 

Treasury Notes due September 15, 1930-32, both at the same price. 

Mar«15p1929 The purchase in the New York and Chicago markets of approximately

033.000.000 Treasury ce r t if ic a te s  of indebtedness maturing next 

June and September. These c e r t if ic a te s  were purchased fo r  ac­

count of foreign  correspondent in partia l replacement of th eir 

holdings of Treasury ce r t if ic a te s  which matured on March 15,

1929. Although the to ta l fo ld in g s  by foreign  correspondents o f 

Treasury ce r t if ic a te s  which matured March 15 amounted td

086.000.000, only 033,000,000 of th is  amount was replaced by 

short-term Treasury c e r t if ic a te s , the balance being replaced 

partly  by purchases of bankers* b i l l s ,  partly  by the purchase o f 

other short-term investments and partly  by payments to the 

market.

Mar.18.1929 The Federal Reserve Bank of Dallas took back th e ir  participation  of 

Government secu rities  in  System Account.

D istribution of System Purchases of Bankers Acceptances.

In accordance with the plan agreed upon by the governors o f the Federal 

Reserve banks, the previous p ractice  o f making allotments of b i l l s  purchased fo r  

System Account during the early part o f the year, namely, in  the proportion that 

each bank*s expenses and dividends bear to the to ta l expenses and dividends of a l l  

the banks, has been in e f fe c t  since the beginning of the year.

Ihe follow ing requests were received by the Committee, on the dates 

stated, from Federal reserve banks re la tiv e  to the d istribution  of b i l l s  purchased:
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On Jan. 16 the Federal Reserve Lank of St. Louis advised 
that th e ir  Loard of Directors at a'meeting 
that day authorized that th eir partic ipation  
in System purchases of b i l l s  be increased from
0250,000 to ^500,000 d a ily .

On Jan. 23 the Federal Reserve Dank of Philadelphia re­
quested the Committee to a l lo t  them th eir 
share of System purchases of b i l l s  u n til the 
to ta l of such allotments reached 04,500,000*

On Feb, 25 the Federal Reserve Lank of Chicago requested,
u n til further n otice , that they be excluded from 
p articipation  in System purchases of b ills ,*

On Mar* 5 the Federal Reserve Lank of San Francisco re­
quested that we discontinue a llo tt in g  them their 
share of System purchases of b il ls , u n til further 
n o tice .

On Mar, 16 the Federal Reserve Lank of Loston advised that 
they preferred not to make d istribu tion  of their 
overpurchases of b i l l s  fo r  week ending March 13, 
1929, to other participating  banks as their 
p o rtfo lio  was declining*

Attached are statements showing:

Exhibit HAn — Outright holdings of Government secu rities  by
individual Federal reserve banks and their par­
t ic ip a tio n  in the System Special Investment 
Account; a lso , c la s s if ica t io n  of issues held in 
System Account by m aturities, 8.11 as of close 
of business March 27, 1929,

Exhibit nB" -  B il ls  purchased outright by the System by weeks 
from Dec. 29, 1927 to Dec. 26, 1928, and from 
Dec. 27, 1928 to March 20, 1929.

Exhibit ”CU -  Statement showing earning asset holdings of a l l  
Federal reserve banks March 27, 1929, as com­
pared with previous v/eek and March 28, 1928 j 
also weekly average of earning assets from 
January 3, 1929 to March 27, 1929, as compared 
with corresponding period 1928 and entire year
1928.

Exhibit "D” -  Statement containing data regarding earnings and 
expenses of a l l  Federal reserve banks fo r  the 
months of January and February 1929,

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
d e c l a s s if ie d

Authority E .6 . l£J5fe

EXHIBIT "A"

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

Outright Holdings of 
Government Securities 

by Federal Reserve Banks

Participo.tion by. Federal 
Reserve Bonks in System 
Special Investment Acct* 

Government Securities
as at

Business
the Close of 

March 27t 1929
as at the Close of 

Business March 27T 1929 Totals

Boston 0 2,057,500 $ 3,279,500 0 5,337,000

Nov/ York 5,444,500* 11,323,500 16,768,000

Philadelphia 15,012,000 3,099,000 18,111,000

Cleveland 25,710,500 3,604,500 29,315,000

Richmond 1,152,000 1,204,000 2,356,000

Atlanta 2,674,000 1,102,000 3,776,000

Chicago 19,937,500 6,571,500 26,509,000

St, Louis 16,363,000 2,200,000 19,063,000

Minneapolis 7,603,000 1,654,000 9,257,000

Kansas City 9,793,000 0 9,793,000

Dallas 10,012,000 2,279,000 12,291,000

San Francisco 9.706.000 3 r683.000 13,389*000

Totals 0125,965,000 040,000,000 0165,965,000

CLASSIFICATION OF ISSUES OF G0VEOT4ENT SECURITIES 
HELD IN THE SYSTEM SPECIAL INVESTMENT ACCOUNT 

CLOSE OF BUSINESS MARCH 27. 1929

4 l/4 /i C /l due Dcc . 15, 1929 010,000,000

3 l/Z% T/N " Dec . 15, 1932 30.000,000

T o t a l ---------------  040,000,000

* Of tiiis  amount j|4,000,000 is  being held tem porarily.
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BILLS PURCHAS/T OUTRIGHT BY SYS m i  BY WX0C3
E32M P&flM lia .?.?* m i  ,ifl j k t o i r  V  \ m j m r s m  a r o M a a  ^ . n «  tq  march 20

>00 Oalttod)

■ » w  York
Sndim
u t a  ,
J an* 4

Boston Banks Uoalors Total _

# 4,083♦ 3,029 ♦ 18,275 ♦ 8,202 ♦ 26,477
11 12,855 28,708 20,825 49,533 2,147
18 5,472 26,824 7,351 34,175 4,899
25 5,584 19,208 4,565 23,773 4,696

Fob. 1 11,071 40,225 4,946 45,171 5,411
8 7,508 14,111 5,702 19,813 4,842

15 1,083 4,584 6,174 10,758 5,177
21 3,736 10,531 2,839 13,370 3,820
29 3,407 17,003 3,760 20,763 4,641

Mar. 7 4,015 15,991 2,375 18,366 928
14 7,162 17,290 5,214 22,504 2,342
21 4,529 16,891 2,733 19,624 2,921
28 8,591 26,150 2,042 28,192 2,409

A pril 4 10,256 21,347 5,903 27,250 6,476
11 21,547 15,300 3,744 19,044 3,853
18 13,632 19,997 10,643 30,640 7,770
25 15,553 23,258 6,624 29,331 5,500

Hay 2 7,510 24,765 6,253 31,018 3,366
9 4,703 20,887 10,938 31,825 4,771

16 1,944 12,772 J,702 16,474 3,364
23 3,548 9,043 2,421 11,464 755
29 7,527 7,437 1,928 9,365 714

June 6 2,965 4,342 3,835 8,177 883
13 5,982 3,865 4,165 8,030 2,283
20 5,093 2,727 4,810 7,537 1,524
27 8,726 5,582 4,836 10,418 2,967

July 3 3,035 6,933 3,747 10,680 2,088
11 8,666 11,122 2,069 13,191 2,140
18 6,939 12,158 1,256 13,414 1,341
25 5,625 10,775 2,201 12,976 853

Aug. 1 8,684 6,607 1,962 8,569 1,501
8 4,243 8,459 2,579 11,038 357

15 6,352 15,487 6,871 22,358 1,353
22 4,021 7,817 3,243 11,060 140
29 3,939 15,077 3,525 18,602 195

Sopt. 5 4,355 5,047 3,195 8,242 933
12 8,374 145 13,704 13,849 2,221
19 4,483 9,481 30,876 40,357 4,960
26 3,473 17,662 13,051 30,713 4,113

Oct, 3 3,423 17,742 20,519 j8,261 1,935
10 1,938 21,097 18,053 39,150 1,817
17 8,315 12,578 20,333 32,911 1,857
24 10,832 32,881 5,323 38,204 1,746
31 6,584 33,560 7,399 40,959 2,534

Nov. 7 4, 544 23,857 7,029 30,886 2,343
14 10,282 20,958 5,247 26,205 1,999
21 8,051 22,337 9,940 32,277 309
28 13,065 18,145 5,300 23,445 1,382

Doo. 5 8,548 14,226 1,195 15,421 1,781
12 7,714 20,478 4,215 24,693 1,175
19 • 12,272 12,624 5,953 18,577 4,315
26 .... 1*612 „ . 1 8 ^ ,4 . . .  ,.?\ 0J3 . ....U .S .2

TOTALS, $364,400 •813,325 ♦363,408 ♦1,176,733 •140,719

- m i *
Jan. 2 9,301 14,263 28,227 42,490 1*956

9 15,601 8,624 7,684 16,308 2,925
16 8,792 18,089 7,047 25,136 3,058
23 4,605 14,543 10,624 25,167 2,144
30 1,148 14,893 1,107 16,000 2,524

Fob, 6 1,726 16,870 1,694 18,564 3,155
13 550 9,382 5,346 14,728 1,129
20 816 25,293 5,099 30,392 553
27 1,564 8,457 705 9,162 969

Hor. 6 1,579 13,256 2,244 15,500 3,311
13 6 .389 2,018 5,567 7,585 2,124
20 1,506 9,752 . J L M 17,260 1,227

TOTALS ♦53,577 ♦155,440 ♦82,852 ♦238,292 ♦25,075

Clovaland Richmond Ailfinta Chicago D allas San Fran.

$ 1,200 ♦ 1,724 ♦ 241 • 2,897 ♦ 1,149 ♦ 3,164
2,080 200 66 1,293 1,711 2,700

530 130 222 2,320 779 2,304
713 210 88 5,028 506 1,275

1,613 155 152 5,713 1,042 2,367
2,272 433 32 4,393 762 1,099

716 - 0 - 457 388 210 1,053
809 - 0 - 131 1,356 584 439
252 918 98 2,109 275 1,649

1,909 244 107 1,738 1,259 1,001
380 215 105 2,536 1,152 1,670
723 270 4 2,840 1,034 4,968
714 - 0 - 30 1,676 926 997

795 450 348 7,849 281 2,297
184 100 107 2,041 1,377 1,704
500 122 60 4,898 1,041 4,330
- 0 - 398 203 622 1,132 3,391

727 - 0 - 5 2,025 1,364 1,459
100 1,134 184 2,319 638 278
507 735 411 1,568 608 3,120
636 50 126 3,539 865 554
198 165 139 187 750 219

1,007 127 - 0 - 517 1,370 1,826
531 491 - 0 - 336 829 786
977 506 31 439 665 3,542

1,226 178 - 0 - 925 969 1,216

1,007 - 0 - - 0 - 37 1,108 2,276
1,357 342 6 1,342 643 4,653

- 0- 115 - 0 - 7 459 1,559
629 151 117 13 567 2,153

74 5 253 -0 — 283 695 2,855
126 - 0 - - 0 - -0 - 56f 934

1,283 202 60 75 662 2,230
421 340 - 0 - 545 1,216 979
779 450 24 498 900 1,772

119 50 - 0 - 67 273 3,864
580 326 -0 - 995 939 8,147
789 175 50 442 665 4,186
637 - 0 - 6 919 1,132 4,256

1,503 291 - 0 - 514 368 3,836
543 100 6 817 596 5,568
338 236 - 0 - 976 481 4,656

1,127 384 11 902 1,295 3,383
793 152 50 272 506 2,863

454 1,938 -0 - 229 304 4,763
1,418 -0 — 17 411 107 3,515

- 0 - 50 -0 - 1,424 972 4,364
853 479 17 1,125 592 5,906

- 0 - 411 60 1,075 611 2,763
256 657 - 0 - 613 465 5,102
"0~ 800 49 2,210 1,241 6,942
- 0 - _  495 10 2.232 608 8,319

♦37,056 ♦17,352 ♦3,830 ♦79,575 ♦41,249 •151,752

•*o>* —0— 1,148 1,216 966 3,021
- 0 - 150 - 0 - 2,782 504 10,059

1,251 547 127 1,727 749 3,297
539 357 ■0" 1,554 509 1,684
-0 - 1,134 1,430 290 672 972

717 75 112 883 505 1,298
1,303 568 125 577 1,069 5,582

476 250 201 1,088 1,517 2,704
253 - 0 - 1,201 1,349 983 263

418 515 405 592 729 1,935
1,510 150 200 623 1,093 2,539

863 469 1,302 25 808 3,294

♦7,330 ♦4,215 ♦ 6,251 ♦12,706 ♦10,104 ♦ 36,648

x x h ib ir "B"
2m

INCREASE o r  DXCRXASE 
in  Holding* 

Including Salas Contracts
Nov York Systoa

Do alar* 
Operations 
V itb  Othor 

D is tr ic ts
►tals Opsrations Opsrations Sont

43,964 • 4 ,400 - • 1 , 600* |2,773 ♦7,658
72,585 1,900* 5,400* 1,835 12,008
50,831 13 ,70 0 - 23,500- 1,505 7,320
41,873 15 ,500 - 21 ,700- 2,836 9,901

72,695 30,700* 30,000* 4,962 9,923
41,154 13,800- 8 ,100 - 5,299 9,526
19,842 15,200- 14 ,500- 3,337 3,463
24,245 2 ,1 00 - 1 ,5 00 - 2,461 6,827
34,112 9 ,3 0 0 - 9 ,5 00 - 3,631 4,802

29,567 8 ,7 00 - 5 ,300- 2,384 4,437
38,066 7,700* 4,900* 1,313 5,061
36,913 10 ,500- 10, 600- 1,916 6,091
43,535 12, 600* 13,500* 919 10,736

56,002 2 ,8 00 - 2 ,500- 5,746 12,589
49,957 1 ,6 00 - 18,000* 1,075 17,812
63 , 493 30 ,500 - 10, 800- 877 10,170
56,680 1,200* 15,100* 106 12,537

47, 474 3 ,8 00 - 2 ,700- 8,215 6,713
45,952 1,600* 2,000* 5,146 3,324
28,731 19 ,266- I T ,812- 2,763 5,922
21,537 14,666- 16 ,730- 3,872 4,780
19,264 21,617- 26 ,574 - 2,166 5,273

16,372 34,583- 37 ,594 - 5,070 4,047
19,268 26,746- 25 ,977- 5,584 4,361
20,314 16,471- 16 ,535- 1,873 6,044
26,625 5 ,549 - 450- 1,559 7,396

20,231 136* 13 ,768- 4,497 4,503
32,340 22,768- 22 ,022- 2,846 7,188
23,834 5 ,4 95 - 6 ,607 - 4,644 3,414
23,084 13,278- 11 ,952- 2,738 6,264

23,585 2 ,8 97 - 3 ,2 0 4 - 5,312 10,326
17,264 5 ,228 - 4 ,032- 3,090 4,852
34,575 19,135* 23,055* 2,350 5,377
18,722 8 ,8 32 - 6 ,3 0 2 - 4,027 6,325
27,159 2 ,690 - 699* 3,929 3,694

17,903 1 ,298 - 2,497* 1,906 5,960
35,431 11,034* 24,364* 2,249 9,791
56,107 17,115* 26,029* 1,979 6,391
45,249 21,587* 26,230* 2,565 3,654

50,131 36,589* 46,557* 2,262 5,269
50,535 16,624* 21,792* 2,459 3,761
49,770 41,895* 47,641* 2,055 3,677
57,884 11,810* 22,069* 3,623 9,092
54,713 29,218* 38,898* 2,516 7,251

45,461 4,133* 8,269* 2,450 4,341
43,954 15,803* 25,755* 5,160 7,342
47, 447 8,079* 9,764* 3,040 8,226
46,864 580- 1 ,8 21 - 4,497 13,873

30,670 5 ,916- 4 ,573- 3,597 12,497
40,675 14,357* 16,553* 4,195 6,478
46,406 53,865- 41,212- 3,319 16,571
51.121 19.980* 36.159* .A.938 ..I*73’

012,666 ♦70,450- ♦103,966* ♦164,466 ♦381,577

>c
&o

Im
*0

S!
Of
PI

1—

5  %
S5 3l«r tq,

o

60,098 12,721- 4 ,9 12 - 1,519 17,156
48,329 26,633- 7 ,258 - 1,557 9,808
44,684 10,283- 4,139* 5,574 7,422
36,559 26,014- 27 ,021- 2,573 5,604
24,170 15,620- 18 ,609- 2,852 3,060

27,035 17,956- 24 ,867- 2,010 2,031
25,631 18,448- 19 ,684 - 327 5,582
37,997 25,738- 35 ,422- 903 6,257
15,744 15,273- 21 ,561- 3,641 3,575

24,984 14 ,398- 29 , 431- 2,521 4,920
22,213 12,823- 21 ,543- 3,575 5,243
26,754 35,520- 46 ,263- 2,556 5,459

394,198 ♦231,427- ♦252,432- ♦29.608 ♦76.117
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18 5,472 26;d24 ^ 351 34;it5 4 ; 899 "530 130 222 2,320
25 5.504 19,208 4,565 23,773 4,696 713 210 88 5,028

F«b. 1 11,071 40,225 4,946 45,171 5,411 1,613 155 152 5,713
9 7,508 14,111 5,702 19,813 4,842 2,272 433 32 4,393

15 1,083 4,584 6,174 10,758 5,177 716 - 0- 457 388
21 3,736 10,531 2,839 13,370 3,820 809 - 0 - 131 1,356
29 3,407 17,003 3,760 20,763 4,641 252 918 98 2,109

M»r. 7 *,015 15,991 2,375 18,366 928 1,909 244 107 1,738
14 7,162 17,290 5,214 22,504 2,342 380 215 105 2,536
21 ♦,529 16,891 2,733 19,624 2,921 723 270 4 2,840
28 8,591 26,150 2,042 28,192 2,409 714 - 0 - 30 1,676

A pril 4 10,256 21,347 5,903 27,250 6,476 795 450 348 7,849
11 21,5*7 15,300 3,744 19,044 3,853 184 100 107 2,041
18 13,632 19,997 10,643 30,640 7,770 500 122 60 4,898
25 15,553 23,258 6,623 29,931 5,500 - 0 - 398 203 622

May 2 7,510 24,765 6,253 31,018 3,366 727 - 0 - 5 2,025
9 4,703 20,887 10,938 31,825 4,771 100 1,134 184 2,319

16 1,944 12,772 .>,702 16,474 3,364 507 735 411 1,568
23 3,5*8 9,043 2,421 11,464 755 636 50 126 3,539
29 7,527 7,437 1,928 9,365 714 198 165 139 187

June 6 2,965 4,342 3,835 8,177 883 1,007 127 - 0 - 517
13 5,982 3,865 4,165 8,030 2,283 531 491 - 0 - 336
20 5,093 2,727 4,810 7,537 1,524 977 506 31 439
27 8,726 5,582 4,836 10,413 2,967 1,226 178 - 0 - 925

July 3 3,035 6,933 3,747 10,680 2,088 1,007 —0— - 0 - 37
11 8,666 11,122 2,069 13,191 2,140 1,357 342 6 1,342
18 6,939 12,158 1,256 13,414 1,341 -0 - 115 —0 “ 7
25 5,625 10,775 2,201 12,976 853 629 151 117 13

Aug. 1 8,684 6,607 1,962 8,569 1,501 745 253 -0 - 283
8 4,243 8,459 2,579 11,038 357 126 - 0 - - 0 - -0 -

15 6,352 15,487 6,871 22,358 1,353 1,283 202 60 75
22 4,021 7,817 3,243 11,060 140 421 340 - 0 - 545
29 3,939 15,077 3,525 18,602 195 779 450 24 498

S»pt. 5 4,355 5,047 3,195 8,242 933 119 50 -0 - 67
12 8,374 145 13,704 13,849 2,221 580 326 - 0 - 995
19 4,483 9,481 30,876 40,357 4,960 789 175 50 442
26 3,473 17,662 13,051 30,713 4,113 637 - 0 - 6 919

Oct. 3 3,423 17,742 20,519 j8,26l 1,935 1,503 291 - 0 - 514
10 1,938 21,097 18,053 39,150 1,817 543 100 6 817
17 8,315 12,578 20,333 32,911 1,857 338 236 -0- 976
24 10,832 32,881 5,323 38,204 1,746 1,127 384 11 902
31 6,584 33,560 7,399 40,959 2,534 793 152 50 272

Not, 7 4,544 23,857 7,029 30,886 2,343 454 1,938 -0- 229
14 10,282 20,958 5,247 26,205 1,999 1,418 -0- 17 41121 8,051 22,337 9,940 32,277 309 - 0 - 50 -0- 1,424
28 13,065 18,145 5,300 23,445 1,382 853 479 17 1,125

Dae. 5 8,548 14,226 1,195 15,421 1,781 -0 — 411 60 1,07512 7,714 20,478 4,215 24,693 1,175 256 657 -0- 613
19 ' 12,272 12,624 5,953 18,577 4,315 -0- 800 49 2,210
26 18.094 27.053 . . . V S I -0 — 10 - J x ™

TOTALS, $364,400 •813,325 $363,408 $1,176,733 $140,719 $37,056 $17,352 $3,830 $79,575

-1929-
Jan. 2 9,301 14,263 28,227 42,490 1*956 - 0 - - 0 - 1,148 1,216

9 15,601 8,624 7,684 16,308 2,925 - 0 - 150 - 0 - 2,782
16 8,792 18,089 7,047 25,136 3,058 1,251 547 127 1,727
23 4,605 14,543 10,624 25,167 2,144 539 357 - 0 - 1,554
30 1,148 14,893 1,107 16,000 2,524 - 0 - 1,134 1,430 290

Feb. 6 1,726 16,870 1,694 18,564 3,155 717 75 112 883
13 550 9,382 5,346 14,728 1,129 1,303 568 125 577
20 816 25,293 5,099 30,392 553 476 250 201 1,088
27 1,564 8,457 705 9,162 969 253 - 0 - 1,201 1,349

*ar. 6 1,579 13,256 2,244 15,500 3,311 418 515 405 592
13 6 ,389 2,018 5,567 7,585 2,124 1,510 150 200 623
20 1,506 9,752 ....ZiiQQ 17,260 1,227 863 469 1,302 25

TOTALS 153,577 ♦155,440 $82,852 $238,292 $25,075 $7,330 $4,215 $ 6,251 $12,706

77* 2,304 I 50’ $31 1 3 ,70 0 - 2»,JD0— 1,505 7,320
506 1,275 41,873 15 ,50 0 - 21 ,700- 2,836 9,901

1,042 2,367 72,695 30,700* 30,000* 4,962 9,923
762 1,099 41,154 13,800- 8 ,1 00 - 5,299 9,526
210 1,053 19,342 15, 200- 14 ,500- 3,337 3,463
584 439 24,245 2 ,100 - 1 ,5 00 - 2,461 6,827
275 1,649 34,112 9 ,3 00 - 9 ,5 00 - 3,631 4,802

1,259 1,001 29,567 8 ,700 - 5 ,300- 2,384 4, 437
1,152 1,670 38,066 7,700+ 4,900* 1,313 5,061
1,034 4,968 36,913 10 ,500 - 10, 600- 1,916 6,091

926 997 43,535 12, 600* 13,500* 919 10,736

281 2,297 56,002 2 ,8 00 - 2 ,500- 5,746 12,589
1,377 1,704 49,957 1 , 600- 18,000* 1,075 17,312
1,041 4,330 63,493 30 ,500 - 10, 800- 877 10,170
1,132 3, 391 56,680 1,200* 15,100* 106 12,537

1,364 1,459 47,474 3 ,8 00 - 2 ,700 - 8,215 6,713
638 278 45,952 1,600* 2,000* 5,146 3,324
608 3,120 28,731 19 ,266- I T ,812- 2,763 5,922
865 554 21,537 14 ,666- 16 ,730- 3,872 4,780
750 219 19,264 21,617- 26 ,574- 2,166 5,273

1,370 1,826 16,972 34,583- 37 ,594 - 5,070 4,047
829 786 19,268 26,746- 25 ,977- 5,584 4,361
665 3,542 20,314 16,471- 16 ,535- 1,873 6,044
969 1,216 26,625 5 ,549- 450- 1,559 7,396

1,108 2,276 20,231 136* 13 ,768- 4,497 4,503
643 4,653 32,340 22,768- 22 ,022- 2,846 7,188
459 1,559 23,834 5 ,4 *5 - 6 ,6 07 - 4,644 3,414
567 2,153 23,084 13,278- U .9 5 2 - 2,738 6,264

695 2,855 23,585 2 ,897 - 3 ,2 0 4 - 5,312 10,326
566 934 17,264 5 ,228- 4 ,032- 3,090 4,852
662 2,230 34,575 19,135* 28,055* 2,350 5,377

1,216 979 18,722 8 ,832 - 6 ,3 0 2 - 4,027 6,325
900 1,772 27,159 2 ,690 - 699* 3,929 3,694

273 3,864 17,903 1 ,2 98 - 2,497* 1,906 5,960
939 8,147 35,431 11,034* 24,364* 2,249 9,791
665 4,136 56,107 17,115* 26,029* 1,979 6,391

1,132 4,256 45,249 21,587* 26,230* 2,565 3,654

368 3,836 50,131 36,589* 46,557* 2,262 5,269
596 5,568 50,535 16,624* 21,792* 2,459 3,761
481 4,656 49,770 41,895* 47,641* 2,055 3,677

1,295 3,383 57,884 11,310* 22,069* 3,623 9,092
506 2,863 54,713 29,218* 38,898* 2,516 7,251

304 4,763 45,461 4,133* 8,269* 2,450 4,341
107 3,515 43,954 15,803* 25,755* 5,160 7,342
972 4,364 47,447 8,079* 9,764* 3,040 8,226
592 5,906 46,864 58o— 1 ,8 21 - 4,497 13,873

611 2,763 30,670 5 ,916 - 4 ,573- 3,597 12,497
465 5,102 40,675 14,357* 16,553* 4,195 6,478

1,241 6,942 46,406 53,865- 41,212- 3,319 16,571
608 . 8.319 19.980* 36.159* 1.938 5.739

41,249 $151,752 $2,012,666 $70,450- $103,966* $164,466 $381,577

966 3,021 60,098 12,721- 4 ,9 12 - 1,519 17,156504 10,059 48,329 26,633- 7 ,2 58 - 1,557 9,808
749 3,297 44,684 10,283- 4,139* 5,574 7,422
509 1,684 36,559 26 ,014- 27 ,021- 2,573 5,604
672 972 24,170 15 ,620- 18 ,609- 2,852 3,060

505 1,298 27,035 17 ,956- 24 ,867- 2,010 2,031
1,069 5,582 25,631 18 ,448- 19 ,684 - 327 5,5821,517 2,704 37,997 25,738- 35 ,422- 903 6,257

983 263 15,744 15,273- 21 ,561- 3,641 3,575

729 1,935 24,984 14 ,398- 29 , 431- 2,521 4,9201,093 2,539 22,213 12,823- 21 ,543- 3,575 5,243
808 3,294 26,754 35,520- 46 ,263- 2,556 5,459

10,104 $ 36,648 l) 394,198 $231,427- $252,432- $29,608 $76,117

r >c
S'o'-I

m
o

8!D!
PIc/3;C/3
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declassified
Authority E.6. U35£>

Exhibit "B” (a)

CLASSIFICATION BY MATURITIES OF. DILLS PURCHASED 
13Y FEDERAL RESERVE. LANKS..IN THEIR'RESPECTIVE DISTRICTS 

DURING THE PERIOD FROM DECEMBER 29, 1927 TO DECjti/ILER 26, 1928 
AND FROM DECEMBER 27, 1928 TO MARCH 20, 1929 

____________________ EXCLUDING SALES CONTRACTS.................... ............
(000 Omitted)

December 29* 1927 to December 26. 1928
1-30 days 31-60 days

Bo ston 0 77, 736 0 72,720
New York 479, 276 235,835
Philadelphia 23,693 38,384
Cleveland 768 12, 401
Richmond 3,857 4, 876
Atlanta 1, 069 1, 054
Chicago 23,219 36,547
Dallas 5, 632 9,816
San Francisco 24. 913 40.778

Totals ^640,163 0452,411

61-90 days Over 90-days Totals

0191,591 022,353 0 364,400
422,533 39,089 1,176,733

78, 642 0 140, 719
22,599 1,288 37,056

8,619 0 17,352
1,699 8 3,830

19,809 Q 79,575
13, 451 12,350 41, 249
77.686 8.375 151.752

0836,629 083,463 02,012, 666

_________ December 27. 1928 to March 20. 1929_______ _______
1-30 days 31-60 days 61-90 days Over 90-days Totals

Boston 0 11,250 0 7,564
New York 110, 550 48,375
Philadelphia 6, 656 4,137
Cleveland 1, 629 1, 390
Richmond 600 1, 361
Atlanta 4, 970 730
Chicago 6, 806 1,457
Dallas 1, 445 3,141
San Francisco' 4. 463 7.296

Totals 0148, 369 0 75, 451

0 34,044 0 719 s? 53, 577
71,535 7,832 238,292
14, 282 0 25,075

4, 311 0 7,330
2, 254 0 4, 215

493 58 6,251
4, 443 0 12,706
3,131 2, 387 10,104

22.929 1.960 36.648

0157,422 012, 956 0 394,198
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EXHIBIT "C"

SXAmSNT SHOWING M  ASSET HOLDINGS OF ALL F*D RAL RESERVE j  MARCH 27, 1929 C Of'PARED 7?ITH PREVIOUS "JSFK AVt> MARCH 28, 19?8 ; ALSO WEEKLY AVERAGE 
______________ QF EARN-U  ̂ ASSETS FROM JANUARY 3. 1929 TO If ARCH 27, 1 ^ 9  , INCLUSIVE, AS COMPARED WITH CORRESPONDING PERIOD 1928 AND ENTIRE YEAR 1928_________

B ills  Discounted 
« a

Net Change 

B ills  Purchased
M N

Net Change

Government Securities -  March 20
« n H 27

-  March 20 
"  27

March 20 
• 27

Net Change

Total Earning Assets “  March 20
* m m " 2 7

Net Change 
Not Change Excluding 1-day C / l

(00

Boston New York Phi la . Cleveland Richmond

♦49,390
69,382

♦208,136
299,173

♦97,189
105,805

♦76,902
83,750

♦41,726 
44,914

20,992+ 91,037+ 8,6 l6+ 6,848+ 2,188+

30,692
26,095

! 43,819 
35,821

21,712
18,776

24,882
23,378

10,917
11,753

4 ,5 9 7 - 7 ,9 9 8 - 2 ,9 36 - 1 ,5 04 - 836+

5.337
5.337

36,168
20,148

18,111
18,111

29.315
29.315

2.356
2.356

- 0 - 16, 02c - —0— - 0 - - 0 -

85,419
100,814

i 290,218 
357,237

137,012
142,692

131,099
136,443

54,999
59,023

A tlanta  Chicago S t.L ou ie  Minn. Kan. City D allas

15,395+
15,395*

67,019+ 
86 ,019+

5 , 680+
5 , 680+

5,344+
5,344+

4,024+
4,024+

148,634
49,940

1,306+

11,685
10,410

1 ,2 7 5 -

3,661 
3 ,77b

115+

63,980
64,126

146+
146+

*237,173
184,680

52 ,49 3 -

21,148
14,732

6 ,4 1 6 -

284,955226,886
58.069-
58.069-

♦50,565
54,154

3,589+

8,372
8,412

40+

78,000
81,629

3,629+
3,629+

♦17,535
14,323

3 ,2 12 -

8,121
8,328

207+

♦33,730
30,283

3 ,4 4 7 -

9,891
10,325

434+

♦ 9,465  
11,325

1,860+

15,678
14,343

1 ,3 35 -

San Fran.

♦72,292
76,401

4,109+

29,921
26,054

3 ,867-

36,913
33,908

3 .005-
3 .005-

54,914
51,901

3,013-
3,013*

37,410
37,959

549+
549+

116,852
117,094

242+
242+

T ota ls

♦ 942,737 
1 ,024 ,130

81,3934

236,838
208,427

28,411-

26,634 19,063 9,257 9,793 12,267 13,389 185,351
27,474 19,063 9,257 9,793 12,291 13,389 170,310

840+ - 0 - - 0 - - 0 - 24+ - 0- 15 ,04 1 -

1,371,*71 
1,409,712

37,941+
56,941+

Comparison of Weekly Average
aIJBaofla&.AMett-------------
Jan. 3 , 1929 to March 27, 1929 115,511
Sane period 1928 106,623
Entire year 1928 104,083

Net Change from same period 1928 • 8,888+
"  "  "  entire year 1928 11,428+

Comparison of i^ ra in g  A ssets

March 27, 1929 
March 28, 1928

Net Change

100,814
129,024

28,210-

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
307,028 117,112 132,746 60,512 46,,430 177,348 65,147 36 ,831 56,091 47,076 111,220 1 ,264 ,164
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

36,279+ 9,644+ 11,627+ 840- 33,,275+ 66,356+ 4,361+ 2 ,284+ 3 ,4 35 - 5 , 611+ 24,916+ 198,986+
68 ,377- 2,567+ 215- 4 ,0 95 - 701+ 47,835+ 2,6C2+ 1 ,2 6 7 - 5 ,6 13 - 1,259+ 20,506+ 7,331+

357,237
328,066

142,692
101,094

136,443
131,757

59,023
46,519

29,171+ 41,598+ 4,686+ 12,504+

64,126 
47, 299

16,827+

226,886
174,739

52,147+

81,629
59,925

21,704+

33,908
35,644

1 ,7 2 6 -

SUI/MARY FOR SYSTEM

B i l l s  Discounted f o r  week 9 81,393+
B i l l s  Purchased f o r  week 28 ,41 1 -
Govemment S e cu r it ie s  fo r  week 15,C41»
T otal Earning A ssets f o r  week 37,941+
T otal Earning A ssets fo r  week (E xcluding 1-day C /l)  56,941+
Comparison o f  Weekly Average o f  Earninp Assets Jan. 3, 1929 to

K'arc.. 27, 1929 with same period  1928 198,966+
Comparison o f  .-eekly Average o f  Earning Assess Jan. 3, 1??9 to

March 27, 1929 with e n tire  year 1928 7,331+ 
Comparison o f  turn ing Assets March 27, 1929 with tlarch 28, 1928 152,691+

51,901
54,294

2 ,3 93 -

37,959
41,549

3 ,5 9 0 -

117,094
107,111

9,983+

1,409 ,*12  
1,257,021

152,691+
r > i c  j

& .1 o - I
3  S!m o!
L.P >II -  w
6  | £2 a.
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED

Authority E .6 . UlSlo

Exhibit "I/*

DATA REGARDING EARNINGS AND EXPENSES 
, OF ALL FEDERAL RESERVE BANKS FOR 

JANUARY AND FEBRUARY 1929_______
(000 Omitted)

Gross
Earnings

Expenses
and

Dividends
Net

Earnings

Boston 0 1,013 0 . 473 £ 540

New York 3,073 1,659 1,414

Philadelphia 943 503 440

Cleveland 1,201 598 603

Richmond 502 327 175

Atlanta 691 291 400

Chicago 1,844 833 1,011

St« Louis 514 288 226

Minneapolis 302 197 105

Kansas City 416 309 107

Dallas 415 253 162

San Francisco 982 542 440

Totals 011,896 $6,273 §5,623

Total fo r  same period 1928 01,653
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Authority E .6 .

CONFIDENTIAL

' \J v,
Preliminary Memorandum fo r  ~the Open. Market Investment Committee

A pril 1,. 1929*

^ Since the la st  meeting of the Committee on January 7 , the 

System's holdings of U. S. Government secu rities  have been reduced approxi­

mately 70 m illion  d o lla rs , due in  part to the liqu idation  of sales contract 

hold ings, and in  part to  a reduction in  the System Special Investment Account 

from $75,591,000 to  $40,000,000, la rge ly  made as an o ffse t  to  gold imports#

In addition , the p o licy  of allowing acceptance holdings to  mature without 

replacement has been re fle cted  in  a reduction in  these holdings from 

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

Gold Movements

The p rin cip a l gold transactions from January 1 to  date have 

been the f  ollowing:

(Approximate figures in m illions of dollars)

Imports from Canada - - - - - - -  42
•» " E n g la n d ------------------ 29 /
« «• Germany - - - - - -  16 1/2
« »« Argentina 4 l /2

Other net imports -  - -  - -  - -  -  2 l /2

Total imports -  - -  - -  - -  -  94 l / 2 ^ ^ ^ ______ -—■

Net increase in  earmarked
g o ld ...........................................57 1/2

Net gain of gold - - - - - -  37

Thus the reduction in the System Special Investment Account 

has about o ffse t  the to ta l gain in gold since the f i r s t  of the year.

Reduction in  B i l l  Holdings 

This leaves as the principa l influence on the money market 

from open market transactions, the reduction in  the Reserve Banks* b i l l
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
d e c l a s s if ie d

Authority E .6 . i&Sfo

p o rt fo lio s  which has been accomplished by permitting b i l l s  to nature and 

avoiding new purchases to replace them, by declining to take green b i l l s .

The reduction in b i l l  holdings since the f i r s t  of the year has been greater

than in any recent year.

While higher b i l l  rates have resulted, su ffic ie n t  investment demand 

has arisen to absorb the new b i l l s  coming into the market and thus reduce 

the dependence of the b i l l  market upon the System. A considerable part of 

the demand has represented foreign  buying, but buying by domestic in s titu ­

tions has also been stimulated somewhat by the higher y ie lds now being o ffe re d .

Largely as a consequence of the rapid reduction of the System b i l l  

p o r t fo lio  the borrowings of member banks declined less  in January than might 

have been expected and since the end of January have increased from an aver­

age lev e l of 850 m illion  to about 1,000 m illion  dollars, with resulting in** 

creased pressure upon the money market.

Member Sank Credit 

Since early in February changes in the principal types of loans and 

investments of weekly reporting member bank cred it have been as fo llow s .

(Figures in m illions of dollars)

Feb. 6 Mar. 20 Change

Loans on secu rities  -  - -  - -  - -  - -  -  7, 558 7, 642 + 84
Other loans - - - - - - - - - - - - - -  8,696 8,910 +214
U. S* security holdings -  - -  - -  - -  -  3,103 3,113 + 10
Other investments -  - -  - -  - -  - -  - -  2T 93.8 2t 915

Total loans and investments -  -  -  22, 295 22,581 +2-86

During this perio'd there has been a reduction of 153 m illion  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 elsewhere hewve

increased 87 m illion  and security  loans to customers have increased 176 m illion ,
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Authority E .6 . 12354,

3

giving a net increase of 110 m illion  in their to ta l security  loan s. In New 

York City there has been l i t t l e  net change in secu rity  loans either to brokers 

or. to customers*

The increase in "other loans” la rge ly  commercial has been in keep­

ing with the usual seasonal tendencies.

Meanwhile the demand fo r  secu rity  loans has shown lu l ls ,  accompany­

ing temporary reactions in the security  markets, but in general has shown a 

tendency to increase further, rather than to d eclin e . Total brokers loans 

a fte r  some reduction in February increased again in March and on March 20 

reached a lev e l 124 m illion  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 i t  has been evident 

that increasingly  high rates have been required to a ttra ct a s u ffic ie n t  supply.

These increasingly  high rates o ffered  by brokers have been accom­

panied by further advances in rates charged on commercial borrowing# Changes 

in money rates since January have been as fo llow s :

Prevailing rates for  week ended

Brokers Loans

Money Hates

January 7 March 30

Call loans

Customers1 com1!  loans, N. Y* C.*«

90 day time money 
Commercial paper ■ 
90 day b i l l s  -  »

6 - 1 0  
7 l /2  -  7 3/4 
5 1 /4  -  5 1 /2

4 3/4
5 1 /2

8 - 2 0  
8 - 8  1/2 
5 3/4 -  6 
5 1 /2  -  5 5/8 
5 1 / 2 - 5  3/4

* Middle of each month
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Authority E .6 . IB5(,

4

E ffects  On Business

The higher money rates do not appear to have restr ic ted  short term 

commercial borrowing* out in a number of other ways the present high le v e l of 

money rates is  beginning to have a detrimental e f fe c t  upon business,

1* The volume of building operations has been declining largely  be­

cause of d if f ic u lty  in obtaining second mortgage money and loans for  building 

operations and also d if f ic u lty  in se llin g  real estate bonds. Stock financing 

which has been resorted to in some cases has only partly met the requirements*

2, A good many state, municipal, railway and other p ro jects , ordinar­

i l y  financed through bonds and notes, have been postponed because of d if f ic u lty  

in securing funds at reasonable p r ice s . There is  no way as yet of measuring the 

pracise e f fe c t  of these postponements upon business con d ition s. The decrease in 

bond financing has been partly o f fs e t  by increases in stock financing. An 

analysis of new secu rities  issued during the f i r s t  two months of th is year in d i- 

cates, however, that out of a to ta l of about $2, 500, 000,000  0f stocks issued, 

less  than o n e -fifth  represented actual additions to the working cap ita l of 

domestic commercial and industria l corporations* The remainder represented 

largely  secu rities  of investment trusts and other fin an cia l corporations, secur­

i t ie s  issued in mergers and consolidations, and refunding issues*

3. Reduced fore ign  financing in the United States, together with 

rising money rates and stringent money conditions in England, Holland, Germany 

and Ita ly , due largely  to our high ca ll loan rates, are diminishing the purchas­

ing power of those countries fo r  our products, a tendency which is  l ik e ly  to be 

re fle cted  sooner or la te r  in reduced exports.

I t  thus seems reasonably certain that present money conditions, i f  

long continued, w ill  have a seriously  detrimental e f fe c t  upon business
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5

conditions, and the longer they are continued the more serious w ill  be the 

e f fe c t .  The volume of business now appears to be sustained in part by the 

production of automobiles considerably in excess of re ta il purchases with a 

consequent stimulating e f fe c t  upon the stee l industry, and by the stimulation 

arising from paper p ro fits  in the stock market.

The p o lic ie s  which have been adopted by the system since the f i r s t  

of the year appear to have slowed down somewhat the rate of increase in the 

use of funds fo r  speculative operations. They do not yet appear, however, to 

have been successful in  restoring a condition in which steps may be taken to 

ease the money market and restore conditions more wholesome fo r  business* W
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I.F o rm  Np. 131

:e Corresponded je
' . ■ I i  

Tn A3.li Maafeere o f the Board ________

FEDERAL RESERVE 
BOARD

3  _ ___
0

\j & v .mry 18» 1939»___

i i  It

From McClelland

Subject:.

?LdA.

At the meeting o f the Board this aoraing. there «*• ordered circu­
lated the attached le tter from the Governor o f  the federal Reserve Bank:. , 
o f  Sew York, dated January 15th.)transmitting a copy o f  the ja laatff 7  
the meeting o f  the Open Market Investment Ooaaaittee held on January 7r 3 3 
1989 I* Washington, together with copiee o f  the Secretary*^ report and 
p r e l f l aary aenprandy submitted at the meeting. i

remor Young 
Ir. Platt 

Hamlin 
Mr, James 

L/tfr. OnnnIngham 
[^ tr^ M iller 
✓#r. Pole

Please return to Secretary* s o ffice*
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January 17, 1989

Dear Mr. Ifiatteeont

the s i t in g  o f the Open Market Iiareetiaent Ocusaittee 

keM cm January ? , 1929, la  Washington, together with 

a copy o f the Secretary*• report and a copy o f the 

memorandum cotering the credit situation, fo r  whleh 

I thank you.
Youre very truly,

R. A* Tcung, 
Governor.

m e  w ill aeknowledge reoeipt o f your le t -  t 

ter o f January Xft, eaoloeing a copy o f the minute* o t  f

Hr* w. B. Matteeon, Secretary, 
Open Market Inreetawnt Committee, 
federal Heeerve Bank,
Hew Tork City, N. Y.
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Federal Re se rv e  Ban k v ^  * tf

o f  N e w  Y o r k

CONFIDENTIAL January 15, 1929

Dear Governor Young: t ,
• / t ,  ̂ .

I  beg to enclose herewith a copy of the minutes V 3 33 

of the meeting of the Open Market Investment Committee held 

on January 7, 1929 in Washington, also for your convenience 

in reference, a copy of the Secretary^ report and a copy of 

the preliminary memorandum to which reference is made in the 

minutes.

Very trjj t̂y yours,

'ge t .  
Governor

Honorable Roy A. Young, _ _
Governor, Federal Reserve Board, ATftQ&fff?
Washington, D. C. i 1 8 19?̂

Ends. (3)

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
d e c l a s s if ie d

Authority E.G. 1235k

Form  148
i ELEGRAM

F E D E R A L  R E S E R V E  B O A R D
LEASED WIRE SERVICE 

W A S H I N G T O N  *-«** •*«

Januax-y

Haxxisoa

New Yoek

Your letter January 10. \ I tew no objaotloo to ywur aiapatohlng tte 
Si~,*mm mm the Otter FWJaral IMOIW banka but b«li»V* yt»

(Ugdarti Hi* laat aantn aa of tho first paragraph of P*8> 
ahanln I an quotad bwwiM It sagr be interpreted ea • conclusion of the 
Baax* ana I «■ sot prepared to m i that it  la. St aaaoa to ae it  m U  
be batter to let tte Board reply officially to tlw* Inquiry aada In the

Young
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F E D E R A L  R E S E R V E  B O A R D
WASHINGTON

OFFICE O F  G O V E R N O R January 12, 1929

Market Investment Consnittee Bfeeting of January 7: j

"'Concerning the question ©f the relation of/the oorrmittee to 
the Federal Reserve BoardA the question wad raised whether as a 
matter of procedure the Board was prepared’ as in the past to 
approve in advance a police recommended by the committee, which 
would then be executed by tke committee, for whether, aa implied 
in the Board's letter of No4smber 27, 19£8, the Board would 
only approve any purchase or\ sale of Government securities at 
the time It  was to be madew* \ j

The Board reviewed a l l  <xf the minutes and recommended 
tiona of the Open Market Inve stment\CommitAee since the meeting held on 
November 2, 192?, and in view of th « recoamendations made and the actions 
subsequently taken, it  has arrived at the/ conclusion that it  is extremely 
difficu lt, in the great majority of case®, to lay down any definite po­
licy for the purchase sale of Govertogfent securities*

/ / * }  Thete was o n e t i o i y M r ^ i g  thisjrttfrSpd which pceu^ed 
at the JWbi&iry |^th m^ltinf/' 0i/that/fi«ff the Corfait^e recopusends  ̂ tha|

WG& toward Jomewtokt ft» n e *  money co n d itio n s  so fa ^  > /  
a f  n^ces^ary to  chec& unduly ^ p | i ;/'^ r f | j l e a  in  the *ntoa9 0  o f c r e d it , p tA  
S f t i  ttufee/bs a fu r lh e r  sa le  s e c u r it^ s *  T h a t, ia  t& # fcp i-
faEm fifjS m  Board* was a  d e fin ite  W o li^ a M  i t  was in  a p o s itio n  to

tuation might arise, and probahll w ill  a rise ! wherein it  can approve de­
fin itely  a movement in one direction or another* However, the future is  
so indefinite, and whether the System hays or \sells depends mpon so many 
faetors that judgpamt alone @a4 detexmine whati should be done or what 
should aot be done, that the Bjfeard reserves the right to eonsider the mat­
ter when the purchase or sale/is to he made* \

Mr* Geo* L. Harrison, Ghai 
Open Market Investment Cam 
Federal Reserve Bank, 
Washington, D. C*
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F e d e ra l R e s e r v e  B an k  

o f  N e w  Y o r k

CONFIDENTIAL January 10, 1929

Dear Govern v«irr»er»

Monday1s 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 

some 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 

before they are sent to a l l  reserve banks.

Very truly yours,

>rge L. Harrison 
Governor

Honorable Roy A Young,
Governor, Federal Reserve Board, 
Washington, D* C.
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• la Ho* of tho roooat «MUaud toadonoy toward aa ia* ,*aso la tho ▼oItow 
of vrodit, it  is tho opinion of th* Ciswlttoo that tho Systoa shoald ha proparod
to soil * 9 to $50,000,000 of 9o*oi»oat socoritloo darlac J«waiy or Ysfcroasir*

i .... v  ^
If tho aacraat of isoahor hahk indofctodaoss is principal dtios should dininish ^ - 
to sn saooat shore apnoj rates hoootao to oasjr as to stlanlato farther laeroasee 
in of credit beyond that required for business parpeees* She

A v cruT" .Qasaittee, l»mf?»r9 sees so occasion a|-m  toJeke a MMsle rooeaaeadaUea.
^  t  fax* efa+*-tty $ ̂  m»

Qpsalttee fools .that U in  ■hsa ld W 'W  *ore jg^io^dofiaiU oa
of its fnactioas. la thf past tho Conalttse has fel̂ ~aad has understood
that tho Board eoaoamd la tho viov that it  sas a reasonable and proper 
division of aathorl%$ and responsibility that it  should rooo—sad poll dee,/
that thosa polio! •• should then ho approved or disapproved by tho lateral 
Bosorro Boas*, aa# to t  tho Goaa&ttee should thou have authority, vithia 
acrood Halts, *e take sacfc action as as? ho expropriate to tho
polioios so approved* It is Manifest that if  tho Ooonittoo voro at liberty 
to hoth deterpiae and exeoate policies, tho Board would ho without authority. 
I f oa tho other haad tho Oaaslttee oaaaot either dotondao or exeeate pelidee, 
It is without authority sad would not soon to sons its aost useful purpose*

*

j
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CONFIDENTIAL
^ J-

MINUTES OF THK MBTING OF THE OPM MARKST INVESTMENT COMMITTEE 
HBLD AT THS OFFICES OF THE FKD3JZ£L RESERVE BO/ED 

________________WASHINGTON. D. C,. JANUARY 7, 1929________ _______ _

The meeting ŷ &s ca lled  to order at 10:45,A.II* The follow ing were presents

Governors Harrison (Chairman), Fancher, Harding,
McDougal, Norris and Seay 

Mr. Burgess, Acting Secretary.

It was voted to in v ite  Governor Seay and Governor Calkins, who viere in 

Washington on other matters, to attend the meeting o f  the committee and to invite 

Governor Young to attend a fter  a preliminary d iscussion .

The preliminary memorandum on cred it conditions and the report o f the 

secretary were read, and on motion, accepted*

Governor Harrison made a statement concerning the position  o f the accounts 

o f  foreign correspondents, and the e f fe c t s  upon these accounts and upon business 

generally o f a continued period of high money rates in the United States. He in d i­

cated that the principa l important banks o f issue abroad, with the exception of 

Germany, have used large amounts o f their foreign  balances in sustaining their ex­

changes, and that the Bank o f England had lost large amounts o f gold a lso . Moreover, 

in most o f  the countries of Europe the return o f production and trade to more normal 

volume has created a demand for additional cred it and bank reserves. Under these 

conditions there has already been some s t iffen in g  in money rates abroad and some 

increases in  the discount rates o f banks o f issu e . This movement is  lik e ly  to go . 

further i f  money rates continue high in this country. It seems lik e ly , moreover, 

that Europe may require further amounts a f go ld .

At th is point Governor Galkins entered the meeting (lls0 7  A. II*).

Governor UbDougal raised the question whether i t  was desirable for the 

Federal reserve banks to make the present charge o f one eighth for their guaranty 

on b i l ls  bought for the account o f foreign correspondent banks. Governor Harrison 

indicated that th is was a customary charge by banks in th is country for this serv ice ,
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and that i f  for no other reason i t  was desirable for the Federal reserve banks to 

conform to the practice in th is country so as not to  compete unfairly  with member 

banks.

There ensued an informal discussion o f the general cred it situation and 

the methods which might be employed by the reserve banks to prevent further excessive 

increases in the volume of cred it , including a discussion o f the year-end situation  

and the probable return flow of funds to principal centers during January and 

February# The discussion included also a review, o f the methods employed by the 

reserve banks represented in dealing with member banks who were large or continuous 

borrowers. It appeared to be the general view of those present that interviews with 

member femikers, to secure their cooperation in preventing excessive use o f Federal re 

serve funds, were o f great value, particu larly  at th is  time, as a means o f making 

sure that the seasonal return flow of funds is  employed in the reduction o f b i l ls  

and secu rities  o f the Federal Reserve System.

The committee also discussed the possible d e s ira b ility  of a sale of secur­

i t i e s  as a means o f preventing the stim ulation of further increases in the volume of 

cred it in the f i r s t  two months o f the year.

The committee then discussed the position  of the present Open I&rket Com­

mittee in view, (1) o f the fact that at the jo in t  conference the representatives of 

a l l  the banks indicated a desire for the reorganization o f  the committee, and (2) 

o f  the form of the Federal Reserve Board’ s disapproval of the recommendation adopted 

by the meeting o f the committee in November.

At 12*3 5 Governor Young was in v ited  to jo in  the meeting, Governor Ilarrison 

summarized for Governor Young the discussion which had taken p lace. Thereupon the 

members o f the Committee discussed with Governor Young the status of the committee 

ind icating  some possible embarrassment in acting when not constituted in accordance 

with the wishes expressed by the jo in t  conference.

Governor Young indicated that the Board was s t i l l  considering the recommen­

dations o f the conference and that he hoped for action in the near future.
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Concerning the question o f the relation  o f the committee to the Federal 

Reserve Board, the question was raised whether as a matter o f procedure the Board 

was prepared i-s in the past to approve in advance a p o licy  recomended by the com­

m ittee, which would then be executed by the committee, or whether, as implied in the 

Board’ s le tte r  o f November 27, 1928, the Board would only approve any purchase or 

Bale of Government secu rities  at the time i t  was to be made. Governor Young in ­

dicated that in h i3 view, and he believed in the view of a majority o f the Board, 

there was so great d if f ic u lt y  in predicting  in advance what p olicy  should be followed 

in  the purchase or sale o f Government secu rities  that he believed the Board would 

wish to defer the approval o f any p o licy  u n til the time when the purchase or sale 

o f  secu rities  was to take p lace .

There ensued a discussion of p o licy  as to the discount rates, d irect action 

or the purchase or sale o f Government se cu r it ie s .

The meeting adjourned at 2 p. a.

The committee re-convened at 3 p. a ., there being present

Governors Harrison, Fancher, Harding, i&Dougal,
N orris, Galkins and Seay,

Mr. Burgess, acting secretary.
The discussion o f general cred it p o licy  and possib le  open market operations 

was resumed. In view of the recent continued tendency toward an increase in the 

volume o f cred it , the committee was of the opinion that the System should be pre­

pared to s e l l  up to §50,000,000 of Government secu rities  during January or February, 

i f  the amount o f member bank indebtedness in principa l c i t ie s  should diminish to an 

amount where money rates become so easy as to stimulate further increases in the 

to ta l volume o f cred it beyond that required for business purposes. It was the 

sense o f the committee, however, that there is no occasion now to make a recommen­

dation, either as to the purchase or sale o f Government secu rities  for System Account

After further consideration of the matters discussed at the morning session 

the committee expressed the view that it  would be help fu l and desirable to have some
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more d efin ite  understanding or d e fin ition  of i t s  functions. In the past the 

Committee has f e l t ,  and has understood that the Board concurred in the view 

that i t  was a reasonable and proper d iv ision  of authority and resp on sib ility  that 

the Committee should recommend p o lic ie s , that these p o lic ie s  should then be ap­

proved or disapproved by the Federal Reserve Board and the participating  Federal 

reserve banks, and that i f  approved by the Board the Committee should then have 

authority, witiiin sp ecified  lim its , to take such action  as may be appropriate to 

carry out the p o lic ie s  so approved for account o f a l l  banks desiring to p artic ip a te .

It was the opinion o f the Committee that a continuance o f this procedure 

would be desirable and would fa c i l i t a t e  the Committee’ s serving it s  most usefu l 

purpose, esp ecia lly  i f  the membership o f the committee is  enlarged to twelve as 

recommended by the jo in t  conference last November.

At 4 :Q5 the committee met with the Federal Reserve Board, there being 

present in addition to those noted above -  

Governor Young,
L-Bssrs. P la tt, Hamlin, James, Cunningham, and Pole,
Messrs, Goldenweiser, Eddy and l&CleHand.

Copies of the preliminary memorandum on cred it conditions were d is t r i ­

buted to those present.

Governor Harrison then made a statement reviewing the general credit 

situation  and die position  of foreign banks of issue, and summarizing the com­

m ittee’ s discussion at the morning session . He read to  the meeting the preliminary 

draft o f the minute which had been prepared to cover the Committee’ s views with 

regard to the possib le  sale o f secu ritie s  and the scope o f  the functions of the 

Committee.

There ensued a discussion concerning the general cred it situ ation , and 

particu larly  the prospective movement o f funds during January and February,

There wb s also an informal discussion concerning the p o s s ib il it ie s  of 

broadening the b i l l  market. Some members o f the Board raised the question whether
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the sale o f  b i l l s  from reserve bank p o rtfo lio s  would aid in the d istribu tion  

o f  b i l l s .  Representatives o f  the iteserve banks present reported that in their 

opinion there is  an ample supply of b i l l s  available at a l l  times for investors 

without the necessity  o f s e llin g  b i l ls  from reserve bank p o r t fo l io s .

The meeting adjourned at 5:15 p. ra.

W# Randolph Burgess 
Acting Secretary
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' CONFIDENTIAL

REPORT OF THE SECRETARY TO THE OPEN MARKET INVESTMENT COMMITTEE 
__________ MEETING HELD IN WASHINGTON ON JANU^Y 7ffi 1929

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

was held in  Washington during the week of the Governors* Conference beginning 

November 12, 1928, the to ta l holdings of Government secu rities  in  the System 

Special Investment Account amounted to  approximately O75,000t000«

There has been no change in the amount of to ta l holdings in  the System 

Account since that time aside from increases and decreases of a temporary nature 

in ciden ta l to* the completion of two major trains actions, namely,

1* -  On November 19 and 20 a block of 038,800,000 -  3 1/2$

Treasury notes due March 15, 1930-32 was taken 

over from a foreign  correspondent and held tem­

p orarily  in  the System Account* During th© 

succeeding two weeks o ffse tt in g  sales were made 

to  the market of

033t8OOf OOO -  3 l/2fo Treasury notes due 
March 15., 193G-32

5,000,000 -  3 1/2% Treasury notes due 
December 15, 1930-32

2* -  Transactions in  connection with the December 15, 1928

Treasury financing, consisting  <Sf sales from the

System Account as fo llow s;

(a) To the Treasury fo r  redemption;

013,187,500 -  3 1/4$ c e r t if ic a te s  
of indebtedness due 
Dec emb er 15, 19 28

(b) To foreign  correspondents (in  p artia l
replacement of th e ir  holdings of ce jv  
t i f ic a t e s  of indebtedness which 

r matured on December 15, 1928);

032,420,000 March 15# 1929 ce r t if ic a te s
750,000 December 15, 1929 *

|
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These sales to- the Treasury and foreign  correspondents involved the acquisition  

fo r  the System Account of other short-term Government secu rit ies j almost half of 

which consisted of the new 4--1/4j  c e r t if ic a te s  of indebtedness due December 15, 

1929 obtained by subscription#

Other transactions in Government secu rities  which had no e ffe c t  on the 

amount of to ta l holdings in1 the account consisted of

November 8 -  Sales to  the market of $6,000,000 -

3 1/2 f0 Treasury notes due 1930-32 

held in the System Account and the 

purchase of a lik e  amount of short­

term ce r t if ic a te s  of indebtedness.

December 24 -  Sale by the Federal Reserve Bank of

Dallas of th eir participation  of 

Government secu rities  in  the System 

Account amounting to  0^,306,500*

These secu rities  were sold to the 

other partic ipating  banks with the 

understanding that Dallas would re­

purchase them within 90 days.

Since the la st  meeting of the Open Market Investment Cotomittee the 

follow ing requests were received by the Committee re la tive  to the d istribu tion  of 

b i l l s  purchased:

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

th e ir  reserve p os ition , asked to be relieved of 010,000,000 of th eir 

holdings of bankers acceptances* These b i l l s  were taken over by the 

Committee on November 26 and distributed to the participating  Federal 

reserve banks in the same manner as other b i l l s  purchased fo r  System
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Account. (Note: The Federal Reserve Bank of Kansas City had pre­

viously  requested to be omitted as participants in System purchases 

of b i l l s  fo r  the balance of the year)*

November 28 The Federal Reserve Bank of St* Louis resumed 

th eir p artic ip a tion  in System purchases of b i l l s  which partici** 

pation they had temporarily discontinued on October 27*

D istribution of System Purchases of Bankers Acceptances

In accordance with the action taken at the meeting of the Open 

Market Investment Committee on July 18f 1928, allotments of System pur** 

chases of b i l l s  were made fo r  the second half of the year 1928 in  the sane 

manner as they were made during the f i r s t  half of that year, namely, in  

the proportion that each bank*s expenses, dividends and charge-offs boro 

to the to ta l of those items* B il ls  purchased by the Federal Reserve Bank 

of Boston in  excess of i t s  pro rata share were distributed among banks who 

were in a p osition  to p artic ipate  therein with the exception of the Chicago, 

Philadelphia and Richmond banks. The f i r s t  named bank advised that they 

did not wish to partic ipate  in Boston’ s over-purchases, and the Philadelphia 

and Richmond banks advised that they did not wish to p articipate  in  over* 

purchases of any Federal reserve bank. The accompanying statement (Exhibit 

"D") shows the earnings and expenses of a l l  of the Federal reserve banks fo r  

the year 1928 ( f i r s t  11 months actual, la st month estimated)*

I t  therefore appeared desirable, in  accordance with the usual 

p ra ctice , to  make allotments of a l l  b i l ls  purchased fo r  System Account, 

beginning with the new year, in  the proportion that each bank’ s expenses and 

dividends bear to the to ta l expenses and dividends of a l l  of the banks, and 

a fter  obtaining the approval of the other members of the Committee, the 

Chairman so advised a l l  Federal reserve banks, at the same time asking i f  

they would care to p artic ipate  in  b i l l  purchases on the same basis as last
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year# A ll of the banks replied  in the affirm ative except Philadelphia, 

who advised that they did not wish to partic ipate  in  any System purchases# 

The Federal Reserve Bank of St. Louis requested that th e ir  allotment be 

lim ited to 025O,OOO daily  fo r  the present# The Federal Reserve Banks of 

Philadelphia and St. Louis* share of b i l l s  w il l  be apportioned proportion­

ately  to other banks who expressed a w illingness to partic ipate  in such 

purchases.

Attached are statements showing

Exhibit HAM -  Outright holdings of Government secu rities  
by individual Federal reserve banks and 
th e ir  participation  in the System Special 
Investment Account; a lso , c la s s if ica t io n  
of issues held in System Account by matur­
i t i e s ,  a l l  as of close  of business 
January 2, 1929#

Exhibit "B” ** B ills  purchased outright by the System 
by weeks from December 29, 1927 to 
December 26, 1923

Exhibit UC" -  Statement showing earning asset holdings 
of a l l  Federal reserve banks January 2,
1929, as compared with previous week and 
January 4 , 1928; also weekly average of 
earning assets from December 28, 1927 
to January 2, 1929, as compared with 
corresponding period 1927 and entire 
year 1927#

Exhibit "D" -  Statement containing data regarding 
earnings and expenses of a l l  Federal 
reserve banks fo r  the year 1928 ( f i r s t  
eleven months actual, la st month esti­
mated) •
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EXHIBIT "A”

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

Boston

New York

Philadelphia

Cleveland

*'i chmond

Atlanta

Chicago

St. Louis

Minneapolis

Kansas City

Dallas

San Francisco 

Totals

Outright Holdings of 
Government Securities 

by Federal Reserve Banks 
as at the Close of

Business January 2 T 1929

1.588.500 

1,443,700

15.223.000

25.739.000

1,152,000

2.741.500

19,937,500

16,625,500

7,584,500

9,763,000

10,008,000

9,705,000

v l2 1 ,511,200

P articipation  by Federal 
Reserve Banks in  System 
Special Investment Acct. 
Government Securities 

as at the Close of 
Business January 2. 1929

0 6,584,500

22,743,300

6.224.000

7.223.000

2.275.000

2,207,500

13,197,500

4.417.500

3.322.500 

0

0

7.397.000

075,591,800

.Totals 

0 8,173,000

24.187.000

21.447.000

32.962.000

3,427,000

4,949,000

33,135,000

21,043,000

10,907,000

9,763,000

10,008,000

17 T102,000 

.197,103,000

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

__________ CLOSE OF BUSINESS JANUARY 2, 1929

3 3/8% C/I due March 15, 1929 0 8,091,000
3 7/8% "  ” " "  15, 1929 6,993,000
4 1/2% " " ” June 15, 1929 6,582,000
4 1/4/a " " " Sept. 15, 1929 2,500,000
4 1/4/, " " " Dec. 15, 1929 16,125,000
3 1/2% T/N *’ March 15, 1932 5,000,000
3 1/Z% " ” " Dec. 15, 1932 30,300,800

Total * ------------------ ---  $75,591,800
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BILLS PURXiASiSD 00fRIGHT BY SYSTBLi BY WaEKS
? m :  D ssagia 29. 1927 ro 26, 1923

(COO Or.it ’.cd)

Veeks
&pdin* Boston

Jlew York

X>^RfiASsi or  DEC.iEAS* 
ii; holdings 

Includir. Sales Contract*

J»a.

Fib.

4
11
18
25

1
6

1521
29

March 7 
14 
21 
28

April 4 
11 
18
25

**y

June

2
9

16
23
29

6
IS
20
27

July 3 
11 
18 
25

Aug. 1
8

15
22
29

sept. 5 
12 
19 
26

Oet. 3
10
17
24
31

Not.  7 
14
21
28

Dec. 5 
12 
19 
26

I 3,029 
12,855

5.472
5.584

11,071
7,508
1,083
3,736
3,407

4,015
7,162
4,529
8,591

10,256
21,547
13,632
15,553

7,510
4,703
1,944
3.548 
7,527

2,965
5,982
5,093
8,726

3,035
8,666
6.939 
5,625

8,684
4,243
6,352
4,021
3.939

4,355
8,374
4,483
3.473

3,423
1,938
8,315

10,832
6.584

4,544
10,282

8,051
14,065

8.548 
7,714

12,272
9,615

J*3Z*JL Peg1era Total

1§»27I28,708
26,824
19,208

40.225 
14,111

4,584
10,531
17,003

15,991
17,290
16,891
26,150

21,347
15,300
19,997
23,258

24,765
20,887
12,772

9,043
7,437

4,342
3,865
2,727
5,582

6,933
11,122
12,158
10,775

6,607
8,459

15,487
7,817

15,077

5,047
145

9,481
17,662

17,742 
21,097 
12,578 
32,881 
33,560

23,857
20,958
22,437
18,145

14.226 
20,478 
12,624

8,959

8,202
20,825

7,351
4,565

4,946
5.702 
6,174  
2,839 
3,760

2,375
5.214 
2,733 
2,042

5,903
3,744

10,643
6,623

6,253
10,938

3.702 
2,421 
1,928

3.835 
4,165 
4,810
4.836

3,747
2,069
1,256
2,201

1,962
2,579
6,871
3,243
3,525

3.195 
13,704  
30,876 
13,051

20,519
18,053
20,333
5,323
7,399

7,029
5,247
9,940
5,300

1.195
4.215 
5,953

13,094

♦ 26,477 
49,533 
34,175 
23,773

45,171
19,813
10,758
13,370
20,763

18,366
22,504
19,624
28,192

27,250
19,044
30,640
29,881

31,018
31,825
16,474
11,464

9,365

8,177
8,030
7,537

10.413

10,680
13,191
13.414 
12,976

8,569
11,03*
22,358
11,060
18,602

8,242
13,849
40,357
30,713

38,261
39,150
32,911
38.204
40,959

30,886
26.205 
32,277 
23,445

15,421
24,693
18,577
27,053

P&.U. Clevel and . i c h 'jn d  Atlanta

‘4,083
2,147
4.999 
4,696

5,411
4,842
5,177
3,820
4,641

928
2.342 
2,921 
2,409

6,476
3,853
7.770
5.500

3,366
4.771 
j ,364

755
714

883
2,283
1,524
2,967

2,088
2,140
1,341

853

1.501 
357

1,353
140
195

933
2,221
4,960
4,113

1,935
1,817
1,857
1,746
2,5*>4

2.343
1.999 

309
1,^82

1,781
1,175
4,315
2,739

« 1,200 
2,080

530
713

1,613
2,272

716
809
252

1,909
380
723
714

795
184
500
- 0-

727
100
507
636 
198

1.007
531 
977

1,226

1.007 
1,357

- 0-
629

74}
126

1,283
421
779

119
580
789
637

1,503
54^
338

1,127
793

454
1,418

- 0-
853

-0 -
256
- 0-
- 0-

* 1,724
200
130
210

155
433
-0 -
-0-
918

244
215
270
-0 -

450
100
122
398

- 0-
1,134

735
50

165

127
491
506
173

- 0-
342
115
151

253
-0 -
202
340
450

50
326
175
- 0-

291
100
236
384
152

1,938
-0 -

50
479

411
657
600
495

$ 241
66

152
32

457
131
98

107
105

4
30

348
107

60
203

5
184
411
126
139

-0 -
-0-
31 

-0-

-0 -
6 

-0- 
117

-0-
-0 -

60
- 0-

24

-0 -
-0-

50
6

-0 -
6

-0-
11
50

-0 -
17

-0 -
17

60
-0-

49
10

viiicK* 0

4 2,8?? 
1,293 
2,320 
5,028

5,713
4,393

388
1,356
2,109

1,738
2,536
2,840
1,676

7,849
2,041
4,898

622

2,025 
2,319 
1,568 
3,539 

187

517
336
4j9
925

37
1,342

7
13

283
- 0 -

75
545
498

67
995
442
919

514
817
976
902
272

229
411

1,424
1,125

1,075
613

2,210
2,232

Jal l as

* 1,149 
1,7*1 

779 
506

1,042
762 
210 
584 
27 5

1,259
1,152
1,034

926

281
1,377
1,041
1.132

1,364
638
608
865
750

1,370
829
665
969

1,108
64j
459
567

695
566
662

1,216
900

273
939
665

1.132

368
596
481

1,295
506

304
107
972
592

6 ll
465

1,241
608

Totals

3,164
2.703 
2,304
1.275

2,367
1,099
1,053

439
1,649

1,001
1,670
4,968

997

2,297
1.704 
4,830 
3,391

1,459
278

3,120
554
219

1,826
786

3,542
1,216

2.276 
4,653 
1,559 
2,153

2,855
934

2,230
979

1,772

3,864
8,147
4,186
4,256

3,836
5,568
4,656
3,383
2,863

4,763 
3,515 
4, 364 
5,906

2,76j
5,102
6,942
3,31?

43,964
72.585 
50,831 
41,873

72,695
41,154
19,842
24,245
34,112

29,567
38,066
36,913
43.535

56,002
49,957
63,493
56,680

47,474
45,952
28,731
21,537
19.264

16,872
19,268
20,314
26,625

20,231
32,340
23,834
23,084

23.585
17.264 
34,575 
18,722 
27,159

17,903 
35,431 
56,107 
45,249

50,131
50.535 
49,770 
57,884 
54,713

45,461 
43,954 
47, 447 
46,864

30,670
40,675
46,406
51,121

New York 
Operg.ti.ana

* 4,400- 
1,900+ 

13,700- 
15,500-

30,700*
13,800-
15,200-

2,100-
9,300-

8,700-
7,700+

10.500- 
12,600+

2,800-
1,600-

30.500- 
1 , 200+

3,800-
1,600+

19,266-
14,666-
21,617-

34,583-
26,746-
16,471-
5,549-

136+
22,768-
5,495-

13,278-

2,897-
5 ,228-

19,i35+
8,832-
2,690-

1,298-
11,034+
17,115+
21,587+

<*6,589+
16,624+
41,895+
11,810+
29,218+

4,133+
15,803+
8,079+

580-

5,916-
14,357+
53,865-
19,980+

Syetex
O p era tor  g

$ 1,690+ 
5,400+

23.500-
21.700-

30,000+
8,100-

14.500-
1 .500-
9 .500 -

5 ,300-
4,900+

10,600-
13,500+

2.500- 
18,000+ 
10,800- 
15,100+

2 .700 - 
2,000+

17,812-
16,730-
26,574-

37,594-
25,977-
16 ,535-

450-

13,768-
22,022-

6 ,607-
11 ,952-

3 ,204- 
4 ,032-

28,055+
6,302-

699+

2,497+
24,364+
26,029+ 
26,230+

46,557+
21,792+
47,641+
22,069+
38,898+

8,269+
25,755+
9,764+
1,821-
4,573-

16,553+
41,212-
36,159+

EXHIBIT "B"

Dealers
Operations
With Other 

D istricts  
Received Sent

2,773
1.835 
1,505
2.836

4,962
5,299
3,337
2,461
3,631

2,384
1,313
1,916

919

5,746
1,075

877
106

8,215 
5,146 
2,763
3.872 
2,166

5,070
5,584
3.873 
1,559

4,497
2,846
4,644

5,312
3,090
2,350
4,027
3,929

1,906
2,249
1,979
2,565

2,262
2,459
2,055
3,623
2,516

2,450
5,160
3,040
4,497

♦7,658
12,008

7,320
9,901

9,923 
9 ,526 
3 ,463 
6 ,327 
4,802

4,437
5,061
6,091

10,736

12,589
17,812
10,170
12,537

6,713
3,324
5,922
4,780
5,273

4,047
4,861
6,044
7,396

4,503
7,188
3,414

2,738 6^264

10,326
4,852
5,377
6,825
3,694

5,960
9,791
6,391
3,654

5,269
3,761
3,677
9,092
7,251

4.341
7.342 
8,226

13,873

3,597 12,497
4,195 6,478
3,319 16,571
1,933 5,739

TOTALS #364,400 $813,325 8363,408 #1,176,733 *140,719 #37,056 ;17,352 *3,330 $79,575 *41,249 #151,752 *2,012,666 *70 ,450- $103,966+ $164,466 $381,577

A stia l in  oy-tss*.* i .v iiin  a i irin  m rio.i
tit.ae i jx c lu a iv jly  on J.u* Y ji*  'o  op r:>c.o,.», su •

Outrl ht

*107,74?+ 
bb,291-

Sal c* n 
Jontract t

tfj,7C3-
4 ,159-

::et

#103,966+
70,450-
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Authority E .6 . U35fe

EXHIBIT ”B" («,)

CLASSIFICATION 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 CONTRACTS__________________

(OOO Omitted)

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

Boston S 77, 736 0 72, 720 $191,591 022,353 0 364,400

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 3 6, 547 19,809 0 79,575

Balias 5, 632 9,816 13,451 12, 350 41, 249

San Francisco 24. 913 40. 778 77. 686 8r 375 151.752

Totals 0 640,163 $452, 411 083 6, 629 083,463 02,012, 666
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*  *  f  •
STATEkENi' SHOWING KitRi'iING ASSET HOLDINGS OF ALL FEDERAL RESERVE BA'IKS JANUARY 2, 1929 COMPARED WITH PREVIOUS WEEK AND JANUARY 4, 1928; ALSO WEEKLY AVERAGE OF

EXHIBIT "CM

B i l l s  D iscountedM (I

Net Change 

B i l l  8 Purchased
H n

Net Change

-  Dec. 26 
Jan. 2

Dec. 26 
Jan. 2

Government S e c u r it ie s  -  Dec. 26 
H H Jan. 2

Net Change

T ota l Earning A ssets
N M N

Net Change

Dec. 26 
Jan. 2

EARNING ASSETS FROM DECEh'IB̂ H 28, 1927 TO JANUARY 2, 1929 AS COMPARED WITH CORRESPONDING PERIOD 1927 AND ENTIRE YEAR 1927
(bOO Om itted) —— -

Comparison o f  Weekly Average 
StL Earning A ssets

Dec. 28, 1927 to  Jan. 2 , 1929 
Same p e r io d  1927 
E n tire  y ear  1927

Net Change from same period  1927 
"  " "  e n t ir e  year 1927

Comparison o f  Earning A ssets

January 2 , 1.929 
"  4 , 1928

Net Change

Easton New York Phi l a . Cleveland Ri chmond A tlan ta  Chicago S t.L o u is Minn. Kan. C ity  D allas San Fran. T ota ls

$91,947
55,859

$387,841
495,458

#96,304
83,723

#112,640
91,775

#40,517
46,284

#59,882
55,278

#201,769
173,850

#43,177
38 ,540

#13,201
9 ,457

#48,533
40,199

#15,660
16,957

#56,108
44,084

#1,167,579
1 ,1 51 ,46 4

36, 088— 107,617+ 1 2 ,5 8 1 - 2 0 ,8 6 5 - 5,767+ 4 ,6 0 4 - i 2 7 ,9 1 9 - 4 ,6 3 7 - 3,?A4~ 8 ,3 3 4 - 1,297+ 12 ,024 - 1 6 ,1 1 5 -

49 ,284
54,667

159,387
146,789

15 ,502
16,353

51,699
52,996

25,130
24,705

30,645
31,877

40,205
39,494

11,653
11,172

21,932
21,671

1 ,209
1 ,2 64

24,539
25,273

58,085
58,097

489,270
484,358

5,383+ 1 2 ,5 9 8 - 851+ 1,297+ 425- 1,232+ 7 n - 481- ' 261- 55+ 734+ 12+ 4 ,9 1 2 -

8.173
8.173

54,792
67,627

21.447
21.447

32.962
32.962

3 .427
3 .427

5 ,285
5,279

36,690 
; 35,465

21.042
21.043

10.907
10.907

10 .513
10.513

9 ,9 88
10 ,008

17.102
17.102

232,328
243,953

- 0 - 12,835+ - 0 - - 0 - - 0 - 6 - 1 , 225- 1 + - 0 - - 0 - 20+ - 0- 11,625+

149,404
118,699

602,020
709,874

133,253 
121,523

197,301
177,733

69 ,074
74,416

95,812
92 ,434

278,664
248,809

75,872
70,755

47,925
43,670

61 ,755
53,476

56 ,687
58 ,738

131,545
119,533

1 ,8 99 ,31 2
1 ,8 89 ,66 0

3 0 ,7 0 5 - 107,854+ 1 1 ,7 3 0 - 1 9 ,5 6 8 - 5,342+ 3 ,3 7 8 - 2 9 ,8 5 5 - 5 ,1 1 7 - 4, 255- 8 ,2 7 9 - 2,051+ 1 2 ,0 1 2 - 9 ,6 5 2 -

104,083
79,5*6
79,546

411,684
282,822
282,822

124,189
88.085
88.085

144,588
111.895
111.895

63,767
55.679
55.679

79,004
49.115
49.115

195,869
155,812
155 ,81 ?

66,926
59 .695
59.695

40,382
35 .537
35.537

58,269
55 .562
55.562

51,428
46.416
46.416

115,630
100.415
100.415

1 ,4 55 ,81 9
1.120 .579
1 .1 20 .57 9

24,537+
24,537+

128,862+
128,862+

36,104+
36,104+

32,693+
32,693+

8 , 088+ 
8 , 088+

29,889+
29,889+

40,057+
40,057+

7,231+
7,231+

4,845+ 
4, 845+

2,707+
2,707+

5,012+
5,012+

1 5 ,255+ 
15,255+

335,240+
335,240+

118,699
105,767

709,874
465,048

121,523 
146 , 259

177,733
152,069

74,416
83.546

92 ,434
47,224

248,809
214,798

70 ,755
62 ,565

43,670 
44,791 -

53,476
60,636

58 ,738
57,769

119,533
95,821

1,88 9 ,660
1 ,536 ,293

12,932+ 244,826+ 2 4 ,7 3 6 - 25,664+

SUMMARY

9 ,1 3 0 -

FOR SYSTEM

45,210+ 34,011+ 8,190+ 1,1 2 1 - 7 ,1 6 0 - 969+ 23,712+ 353,367+

B i l l s  D iscounted f o r  veek 916,115*“
B i l l s  Purchased f o r  week 4 , 912-
Government S e c u r it ie s  f o r  week 11,625+
T otal Earning A ssets f o r  week 9 ,6 5 2 -  
Comparison o f  Weekly Average o f  Earning A ssets Dec. 28 , 1927 to  Jan. 2 , 1929

with same p e r io d  1927 335,240+ 
Comparison o f  Weakly Average o f  Earning A ssets Dec. 28 , 1927 to ,J a n . 2, 1929

w ith  e n t ir e  year  1927 335,240+
Comparison o f  Earning A ssets January 2, 1929 w ith  January 4 , 1928 353,367+
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Authority E .6 .

EXHIBIT "W

H\IA REGARDING EARNINGS AND EXPENSES OF ALL 
FEDERAL RESERVE BANKS FOR THE YEAR 1928 

(F irst eleven months actualT Inst month estimated)
(000 Omitted)

Boston

New York

Philadelphia

Cleveland

Richmond

Atlanta

Chicago

St, Louis

Minneapolis

Kansas City

Dallas

San Francisco 
Totals

Gross
Earnings

0 4,455

18,062

5, 308

6,133

2,863

3, 582 

8, 730 

2,890

1, 684

2, 637

3,129

4r 808 
$63,281

Expenses
and

Dividends

0 2,599

9,589

2,999

3,575

1,874

1, 610 

5,037

2,062

1,219

2, 057

$37, 401

Estimated 
Year-end 

Charge- 
o ff s

$ 162

484

163

293

83

751

528

443

92

168

42

340 
$3, 549

Net
Earnings

0 1, 694

7,989

2,146

2, 265

906

1,221
3,165

385

373

412

473

__1*302
$22,331
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declassified

Authority E .G.

(9
3 3 } ,

' PRELIMINARY MEMORANDUM FOR THE 
OPEN MARKET INVESTMENT COMMITTEE 

January 7, 1929

The to ta l volume of business in 1928 as Compared with 1927, including 

manufacturing, trade, crop production, building, etc*, showed (as nearly as can 

now be estimated) an increase fo r  the year of approximately 3 per cent.

A comparable figu re fo r  the growth in the amount of cred it  in use is  

le ss  easy to  compute because much of the increase in cred it did not take the form 

of bank loans but rather loans made by individuals and corporations, and was re­

f le c te d  in the banking figu res in the increased v e lo c ity  of bank d eposits. I f ,  

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 fo r  individuals and corporations made on the New York Stock Exchange, there 

appears to have been a to ta l increase in cred it of more than 8 per cent. An 

equal rate of growth is  shown i f  the figu res  are taken from December 1927 to 

December 1928, as nearly as can now be estimated*

The computation can be made another way by computing the change in bank 

deposits m ultiplied  by th eir v e lo c ity  (M V of the equation of exchange) which would 

give an ind ication  of the use of cred it* *]niese figu res show an increase of about 

25 per cent from the la s t  quarter of 1927 to the la s t  quarter of 1928. This 

compares with a 15 per cent increase in 1927.

Thus, the best estimates that we can make indicate that the increase in 

the use of cred it  has been quite out of re la tion  to the increase in business. In 

. past years such a lack of relationsh ip  has usually been accompanied by changes in 

prices of d iffe ren t kinds, and often by speculation in commodities or s e cu r it ie s , 
fc*
qg During the past year, as we know from the segregated reports, much of the increase 

in c rcd it  has found i t s  way into loans to brokers on the Stock Exchange.

At a number of times during the year there was some evidence that the 

expansion of cred it had been checked. This was true in February, in June, and 

again early in December# But on each occasion the expansion was again resumed
Digitized for FRASER 
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Authority E.6.1235k

2

a fter a b r ie f pause and while the to ta l loans and investments of reporting member 

banks are only s lig h tly  higher than in May of 1928, nevertheless the to ta l of a l l  

cred it in  use has continued to increase.

w/hile th is cred it expansion, does not as yet constitute any considerable 

drain on the country's basic bank reserves since i t  has not expanded bank deposits 

by any large amount, i t  is  a poten tia l drain fo r  the loans made by corporations 

and ind iv iduals, constantly threaten to be converted into bank loans, p a rticu larly  

at times of stra in , as was illu stra ted  at the year-end when New York City banks 

were ca lled  upon to put 0581,000,000 in  the market in  the last f iv e  days of the 

year, with the consequence that the reserve ratio  of the New York bank wa.s 

reduced to 55 per cent on December 31* So that, quite aside from any dangers 

tne.t may be incident to the p o s s ib il ity  of a d e fla tion  in  the present leve l of 

stock p r ices , the continued growth in  cred it is  at least a poten tia l use of bank 

reserves at a more rapid rate than could be continued in d e fin ite ly  esp ecia lly  in  

the face of actual and possib le  future losses of gold*

The Federal Reserve System thus appears to be facing at the beginning 

o- the year the same general problem which i t  has faced during the entire year 

of 1928; that i s ,  the problem of checking any unnecessary expansion of cred it with­

out, i f  p oss ib le , seriously  penalizing business* 1

Year End Movement of Funds* The Christmas and year-end requirements 

fo r  funds ca lled  in to  use a s lig h tly  larger additional amount of Federal reserve 

cred it than in  preceding years. Total b i l l s  and secu rities  in  the System were 

increased from $1,500,000,000 about the middle of November to nearly 01,900,000,000 

in the la st week of the year. In recent years the retirement of Federal reserve 

cred it during January has been a l i t t l e  over 0^00,000,000, and the problem this 

month appears to be to make sure that th-e seasonal return flow  of currency and 

cred it is  applied to a reduction of Federal Reserve cred it in  use so that i t  

w ill  not be made the basis of any unnecessary expansion of bank credit*
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The follow ing figures show the changes in Federal reserve cred it at 

reporting dates of January and February in the past two years, taking as a  ̂

starting point the figu res fo r  the la st  reporting date of the preceding year*

Changes in Supply of Federal Reserve Credit from la s t  reporting date

in previous year 

(In m illions of d o lla rs)

(Cumulative figu res )

Government
B ills  Securities Discounts ■ Total.

1927

Jan. 5 
12 
19 
26

Feb* 2 
9 

16 
23

1928 1927 1928 1927 1928 1927 1928 1927

(Dec. 28)

Jan, 4 + 10 + 1 -  3 + 24 -  78 -  88 -  70
11 -  41 + 7 -  6 -  58 -2 2 1 -170 -267
18 -  42 -  17 -  4 -104 -295 -197 -341
25 -  77 -  39 -  14 -162 -346 -224 -438

Feb. 1 -  50 -  9 -  13 -169 -318 -186 -381
8 -  76 -  17 -  12 -2 0 2 -332 -150 -421

15 -  64 -  31 -  5 -195 -315 -128 -385
21 -  99 -  33 -  12 -2 0 1 -313 -148 -425

29 -  90 -  42 -  6 -195 -276 -116 -373

1928

-  63 
-221  
.318 
-425

-364
-369
-354
-383

-354

I t  w il l  be observed from these figures that last year the diminution in  

the b i l l  p o r t fo l io  during January was smaller and more gradual than in  1927, thus 

o ffse tt in g  somewhat the effectiveness of large sales of government securities*

The liqu idation  of b i l l s  w il l  be somewhat d i f f i c u l t  th is year because of the 

present re la tiv e ly  low p osition  of b i l l  rates in the market, although recent ii>* 

creases of b i l l  rates should aid in  securing a normal reduction of b i l l  holdings* 

I f  we-.assume a normal reduction of $50,000,000 to 0^00,000,000 in  b i l l  

holdings during January^and a withdrawal of funds through gold earmarking of

875.000.000 in  the f i r s t  two weeks of the year.there might be expected to be a'* J f
reduction of about ^50,000,000 or 0300 , 000,000  in  b i l l s  discounted. This would 

mean a reduction of rediscounts fo r  the System to 0850,000,000 or 0900,000,000
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during January and February, or about the same amount as was maintained during 

October and November, a period during which there was a vigorous increase in 

bank c re d it , and during which money rates tended to ease somewhat# Already 

borrowings of New York City banks have been reduced to about 0200,000,000 and 

further reductions are lik e ly .

The two possib le  methods fo r  maintaining the amount of discounts would 

be the sale of government secu rities  or an additional liqu idation  of the b i l l  

p o r t fo l io  beyond what normally takes place#, The two p ossib le  means of making 

any given amount of member bank indebtedness more e ffe c t iv e  in  i t s  pressure on 

the cred it s itu a tion , i f  th is is  regarded as necessary, would appear to be in­

creases in  discount rates or d irect dealing with member banks*

In determining what, i f  any change^ in  p o licy , should be adopted, and 

the methods to be employed to e ffe c t  i t ,  the three major points fo r  consideration 

should, of course be

1* The effectiven ess of such action in  con tro llin g  unnecessary 

expansion of credit*

2 . The e f fe c t  of any such action upon domestic business*

3* The e f fe c t  of such action upon the world monetary situation  

and in d ire c t ly  upon world trade*
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Form. No.
*1 “ FEDERAL RESERVEOffice Correspondence

To J_______ All members of the Board____ _ Subject;.

Fmm Mr* Model land.________________  _______

3 3 b ,

Date December 3, 1928.

At th© meeting today there was ordered circulated the attached 
letter dated November 26tlj from the Acting Secretary of the Open. jfL yu# LjUj 
Market investment Ci»iiittee transmitting copies o f minutes fo f the f
meetings of the Committee held in Washington at the’-^me at -hha ? 1 -t * ~ - i
recent CriWaffiSTg1.WHn aa~ca submitted to tho  ̂f
Goaniitee a*c' ■cnat time-; ".~.. ..T. .™ ".1 ' T1""1"lll"r 1

>vernor Young 
Hamlin 
Platt 

. James 
Cunningham 

2^3p*. Miller f 
Mr. Pole.

Please circulate promptly and return to the Secretary*s OffieeDigitized for FRASER 
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F eB era l  R e s e r v e  Bank 

o f  N e w  Y o r k

CONFIDENTIAL November ?6, 19 £8

Dear Gover:---- v----------

meetings o f  the Open Market Investment Committee held on November 13 

and November 15, as well as a copy o f  the minutes o f  the meeting o f  

the Open Market Investment Committee and the Governors Conference in 

jo in t  session with the federal Reserve Board on November 16- For 

your convenience in reference I am enclosing with these documents a 

copy o f  t-he secretary1 s report as well as a copy o f  the preliminary

memorandum to which reference i s  made in the report o f  the Open Mar­

ket Investment Committee.

I have done so with the understanding that the Federal Reserve Board 

has not yet taken any action  with respect to the report. I have in ­

formed them that i  would advise than as soon as we are informed o f  

the action o f  the Board.

\

In forwarding these minutes to the Federal reserve banks

ATBOMBD MBHflM*
• 3 1928

Very tru l

GEQHGE L. HARRISON,
Acting Secretary, Open Market 
Investment Committee.

'/nA&i,

Honorable R. A. Young,
Governor, Federal Heserve Board, 
Washington, D. C.
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F e d e r a l  R e s e r v e  B a n k  

o f  N e w  Y o r k

PERSONAL November 26, 1928,

GEORGE L. HARRISON,
Acting Secretary, Open Market 
Investment Committee.

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

Dear Governor Young:

I am glad to  enclose herewith copies o f  the minutes o f  

the meetings o f  the Open Market Investment Committee held on . j  a a s ** _*/ 

November ISxand November 15  ̂ as well as a copy o f  the minutes\of t  

the meeting o f  the Open Market Investment Committee and the Gov­

ernors Conference in jo in t  session with the Federal Reserve Board
'w>

on November 1 6 J For your convenience in reference I am enclosing 

with these documents a copy o f  the secreta ry 's  r eport! as well as 

a copy o f  the preliminary memorandum)to which reference i s  made in 

the report o f  the Open Market Investment Committee.

Very tru ly  yours,

Encs.
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/

II /The Ccmmittee has reviewed tile preliminary memorandum submitted by the
/

Chairman in relation  to  creditand money market conditions of the past year. 

I t  has given special consideration to  the development of conditions since
/

the last re pert of the Cqfiaitteo on August 13th and to  the e ffect of Federal 

Reserve p olicies on the/volume o f oredit and tho rates for  money during the 

p e r io d ^  credit movement whose peak has grobably nor passed* The Committee 

'•els that the policy of the System has been substantially effective in pro-
€XJCM
£5 Tiding credit for seasonal agricultural and conmsrcial purposes a t relatively
cr
*— lev rates and without any abnormal increase in the tota l volume cf member 

f t  bank loans and investments for this period of the year.

The Committee is  of the opinion, however, that i t  should s t i l l  be the 

p olicy  of the System, i f  possible, to  prevent any unduly rapid or unneces­

sary further increase in the tota l volume of bank cred it, although in  fa ct

the tota l loans and investments of a ll reporting member banks are nor

^  sligh tly  below the high point of May in  spite of the usual F all increase in 
Pg  ^  the demand for credit for crop movement purposes. But we are approaching 

g  *  the usual seasonal demand for currency fo r  holiday purposes* This w ill 

result in increased borrowings from the Federal Reserve Banks except to  

the extent that further gold imports o ffset the demand fo r  Federal Reserve 

accomodation. i t  is  not possible to  estimate the extent of the present 

gold movement or its  ultimate e ffeot upon credit conditions and mcney rates. 

Already there is  some evidence of easier money rates oontflbuted to  partly 

by the inflow of gold and partly by the large increase in  the b i l l  pert-
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f o l io  o f  the Federal Reserve Banksj each o f which has caused a reduction 

o f  member bank discounts in the Hew York d is tr ic t*  Some o f  th is  increase 

in  the b i l l  p o r t fo l io  is due to the sale o f b i l l s  by fore ign  banks to sup­

port their exchanges, which have f e l t  the pressure o f  high rates in th is 

country*

But while these conditions appear to have an easier tendency at the 

moment, nevertheless tlie uncertainty o f the gold movement, tlie approaching 

demand for currency, and tlie usual demand for Federal Reserve cred it during 

December suggest to the Committee that the System should s t i l l  be prepared 

in the event o f an emergency to prevent any undue stringency o f cred it

during this period*

"Tith a l l  these facts  in mind, the Committee renews the recommenda­

tion  contained in its  report o f xxugust loth  tnafc it  snould oe the p o licy  oi 

the System to purchase 'Government secu rities  i f  and v/hen i t  might become ne­

cessary to avoid an acute cred it stringency*

Ĥhe Committee would expect to take such steps as may be needed to 

carry out this p o licy , i f  approved, $ ith  the understanding however tnat io

would be advisable to have another meeting’ o f the Committee in the event
II

that any substantial change in conditxons makes that necessary.

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
P -JIJI

d e c l a s s i f i e d

Authority E .6 .

November 14, 1928*

PRELIMINARY MEMORANDUM FOP. THE OPEN MARKET INVESTMENT COMMITTEE

3 In the summer of 1927 the Federal Reserve System adopted a 

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

o
UJo

of a moderate amount of Government securities and a reauction in discount 

rates from 4 per cent to 3 l/2 per cent* The primary purposes of this 

policy were: firs t , to avoid a continued gold import and a serious strin«* 

geney in world money markets, which might have delayed world financial 

recovery and reacted adversely 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* When this 

policy was adopted, it was recognized that there was danger of stimulating 

excessive use of credit in speculation*

Foreign exchanges 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 dependent upon conditions in this country* Although the re­

cess ion 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 easy money*

Gold Outflow

The strengthening of the exchanges proceeded to such an extent 

that in the autumn of 1927 gold began to move from New York on exchange

In general, the results desired from this policy came to pass*
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transactions* These exports were in addition to a large movement o f  gold  

to France in connection with that country’ s preparations for the return 

to the gold  standard, a movement which would probably have taken place 

regardless o f  the exchange p osition . Altogether net gold exports tota led  

over 0500,000,000, an unexpectedly large amount.

During the early part o f  th is  gold outflow  the p o licy  o f  buying 

Government secu rities to prevent a tightening o f the market was adopted* 

A dditional secu rities were purchased also to o f fs e t  sales in August and 

September o f  sterlin g  which had been acquired ea rlie r  in the year b^ a 

sale  o f  go ld . As the autumn advanced, however, it  became evident that 

cred it was expanding more rapidly than the country*s business required#

To meet th is  situation  and in view o f  the fact that the purposes o f the 

easy money p o licy  adopted ea rlie r  had been largely  accomplished, the 

purchase o f secu rities  was discontinued in November, although the gold 

movement continued. In January the Reserve Banks began se llin g  secur­

i t i e s ,  a procedure the necessity  o f  which had been forecast in the 

Open Market Committee report to  the Governors* Co-tiference in OrtobBr.

The e f fe c t  o f  these sa les, together with gold  e x p o r ts / was to lessen 

the seasonal liqu idation  o f member bank borrowings and largely  to pre­

vent the usual softening o f  money rates in January*

E ffects  o f  Security Bales and Discount Rate Advances

The sales o f  secu rities  were followed in February by a general 

advance in discount rates, which with la ter advances are shown in th© 

accompanying schedule o f  discount rates o f  the d ifferen t Reserve Bank®. 

For a time speculative a c t iv ity  subsided somewhat, and reporting member 

bank loans and investments decreased moderately in January and February. 

However, a new outburst o f  speculation on a larger scale than ever before
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occurred in March and A pril, which led to  a renewed and more rapid increase 

m  bank cred it (Chart I I ) .  . Jithin a period o f  ten weeks the loans and 

investments o f reporting member banks increased a b i l l io n  d o lla rs , an in«- 

crease nearly equal to  a fu l l  year’ s growth under ordinary circumstances*

The sale o f  secu rities  from the System Special Investment Account 

was resumed in the la tte r  part o f  March and continued more rapidly in A pril, 

although the market for governments was so weak that i t  was d i f f i c u lt  to s e l l  

such se cu r it ie s . As secu rities  were sold open market money rates advanced* 

But as a consequence funds were attracted from other d is tr ic ts , and there 

was increased discounting at the Reserve Banks in those d is tr ic ts*  This 

flow  o f  funds to New York la rge ly  o ffs e t  the e f fe c t  o f  secu rity  sales in 

New fork, so that the indebtedness o f  New York City banks showed for some 

time no material increase. Moreover, as money became t ig h ter , the general 

d istribu tion  o f  b i l l s  was retarded and the Federal Reserve p o rt fo lio  de­

clined less than usual at th is  season* In th is  s ituation , funds coming 

into the money market from sources outside o f  New York were supplemented 

by a substantial increase in the loans o f New York City banks for their 

oim account.

It was not u n til the second advance in Reserve Bank discount 

rates was made e ffe c t iv e  in the la tter  part o f  April and in May that 

expansion o f  cred it was halted* Except for a temporary rapid increase 

early  in July which was followed by a further r is e  in discount rates in 

a l l  but four western d is t r ic t s , the loans and investments o f  New York 

City banks tended to decline from May to August, and in other d is tr ic ts  

the expansion was checked*

Although the a ct iv ity  o f  the secu rity  markets has again in­

creased to  new high lev e ls  during the past two months, and prices have 

advanced higher than ever b efore , a considerable part o f  the required
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cred it has been obtained from sources other than member banks and the 

t o ta l  loans and investments o f  the weekly reporting banks have remained 

below the May levels* The increase in brokers loans for account o f  others 

r e p r e s e n t s ,  however, a p oten tia l expansion o f  bank cred it because the banks 

would be ob liged  to  take over loans ca lled  suddenly by these other leaders*

Autumn Credit Requirements

As the season o f  autumn currency and cred it requirements approach 

ed i t  m s recognized that the steady r is e  in money rates * which had followed 

the gold outflow  and Reserve Bank sales o f  secu rities  and rate advances, 

constituted a danger to the business o f  the country i f  i t  proceeded much 

further. The comparison o f  rates prevailing in august with those o f  a 

year previous indicates the extent o

(Average or prevailing

Call money -  renewal rate 
Time money -  90 day 
Prime commercial paper 
B i l ls  -  90 day unindorsed 
Customers’  rates on commercial loans 
Treasury c e r t if ic a te s  and notes 

Maturing December 15 
Maturing March 15 

Federal Reserve Bank o f  'New York 
rediscount rate 

Federal Reserve Bank o f  New York 
buying rate for 90 day b i l l s

* Prevailing rate for 7 day period e

./hile the largest advances 

loa n s ,” the advances in commercial rates had been substantial and the 

tendency was toward s t i l l  higher ra tes . I t  was pointed out at the July 

meeting o f  the committee that high commercial money rates in past years 

had been followed frequently by a recession in business a c t iv ity  a fter

•  w  - v . « . _ ,----- -

f  the rise*

rate during month)

August 1927 August 1928

3 5 /a 6 7/8
4 l /4 6 1/2
4 5 1 /4 -1 /2
3 1/8 4 5/8

*4 . 38 *5 ,34

2.70 4.36
3.06 4.43

3 1/2 5

3 1 /4 4 1/2

October 15.

occurred in rates on "street
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an interval of six months to a year, attributable mainly to the curtailment 

of building activity and to the partial stoppage of new capital for busi»» 
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 butyit was felt that such action would be follow** 

ed immediately by a new outburst of speculative demand for additional 
credit which might absorb the credit extended for business uses* It was 

finally decided that the policy of maintaining bill rates at their current 
levels and purchasing freely bills offered by banks and dealers would 

probably 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 Dill 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 open market money rates, the volume of 

acceptances offered to the Reserve Banks for purchase has 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 a reduction of 
about .100 million dollars in member bank indebtedness and some easing in 

money rates at a time when the demand for credit for speculative use is 
as strong as ever before*

Unless conditions change it seems probable that money rates 
will continue at present levels, with call money between 6 and 7 per cent, 

for a few weeks before the holiday currency requirements are encountered. 
Further, it seems likely, if present tendencies continue and if the bill
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I
portfolio continues large, that the total indebtedness of member banks
after the return of currency from circulation in January will be reduced

j
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 loans by these banks.

Credit Policy
Methods 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 member 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 seems wise to 
continue the policy pursued in recent months.

The Three Major Factors
As bearing upon the question of continuing the present policy 

directed toward high money rates, especially for speculative use, the 
outcome of the present situation would appear to depend 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.

1. As far as stock speculation is concerned, it is, of course, 

impossible to set a date when the present movement will culminate. It is 
impossible to pass judgment now upon the extent to which the recent move­

ment is upon a sound economic basis and the extent to which it represents 
boom psychology. The question can only be settled by time and the tost of 
high interest rates.
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2. although rates on commercial loans are 1 l/4 to 1 l/2 per 
cent higher than a year ago, and higher rates usually react upon business, 
there is as yet no evidence that these rates or the condition of tho money 

market have been found prohibitive to the issuance of all necessary short­
term credit for agricultural and business purposes. Industrial activity 
showed a rapid recovery early in the year and has since maintained a 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 domestic corporations have continued to obtain large amounts of new 
capital, as conditions have been favorable to obtaining larger amounts 
through stock issues than in any previous year.

New Capital Issues of Domestic Corporations
(excluding refunding)

(In millions of dollars)

Total of Bonds,
Bonds and Notes Stocks Notes, and Stocks
19 27 1928 19 27 19 28 1927 1928

J anuary 347 224 94 109 441 333February 26 8 261 258 115 526 376March 255 197 106 135 361 332April 233 240 81 204 314 444May 290 212 125 229 415 441June 371 153 111 337 482 490July 206 101 72 172 278 273August 169 120 79 61 248 181
September 189 181 107 148 296 329
October 350 198 95 356 445 554
Total 2,6 78 1,887 1,128 1,866 3,806 3,753

3. Present money rates have plainly had a depressing effect on
foreign exchanges and have retarded the flotations of foreign securities in
the market* A relatively small return flow of gold to this country has 

occurred during the past two months, and some of the European exchanges have 
required support to prevent larger gold shipments. Nearly all countries
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are in a much better position than a year ago to protect their exchanges, 

but present money rates in this country, i? 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 

b clow:
Foreign Exchanges

Country
Cable Rates 

November 7, 1927 November 7, 1928

Belgium $ *1393 0 .1390
England 4*8701 4*8479
France .0393 *0 390
Germany * 2386 .2382
Netherlands * 40 34 *4011
Switzer.land .1928 .19 24
Canada 1*0013 *9989
Argentina .9699 *9577
Brazil .1193 *1195

Foreign Issues Floated in United States
(Refunding issues excluded)
(In millions of dollars)

19 27 1928
January 127 115
February 78 98
March 107 114
April 217 113
May 43 216
June 124 19 3
July 70 48
August 109 1
September 85 95
October 234 81 (preliminary)
November 107
December 81

This consideration of major factors affecting policy may be sum­

marized by saying that there does not appear recently to have been any

change in the situation which would suggest the desirability of discontinu­

ing the policy pursued since the early part of 19 28*
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Reserve Bank 
discount Rate Changes

Date 
Ef fective Bos­

ton

j-L-J--

N„Y* Phila*
Cleve­
land

Rich**
mond

At­
lanta

Chica­
go

St*
Louis Minn.

Kan*
City

Dal­
las

San
Fran#

Rates in 
effect 
1/1/23 3 1/2 3 1/2 3 1/2 3 1/2 3 1/2 3 1/2 3 1/2 3 1/2 3 1/2 3 2/2 3 1/Z 3 1/2

Jan* 25 
27

Feb* 3 
4
7
8 
9

10
1©
21

Mar* 1

4

4

4

4

4

4

4

4

4
4

4
4

Apr* 20
23
24
25

May 7
17
18
25
26

June 2 
7

4 3/2

41/2
4 1/2

4 1/2

4 1/2

4 1/2

4 1/2
4 1/Z

4 1/2

4 3/2

41/2

4 1/2

July 11
13
14 
19
26

iUg* 1

5
5

5
5

5
5

5

5
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CONFIDENTIAL
5 3 3

REPORT OF THE SECRETARY OF THE OPEN MARKET INVESTMENT COMMITTEE 
______TO THE GOVERNORS1 CONFERENCE*. NOVEMBER 12. 1928,_______

At the time of the last Governors* Conference, which was held in Washington 
at the end of April 1926, 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 total 

holdings as follows:

19 28
May Account decreased by sales of approximately ^70,000,000

Government securities pursuant to the action taken
at the meeting of the Open Market Committee on
April 30 to continue the policy agreed on in January,
i* eM  to make further sales of Government securities,
the object being to check further unduly rapid in~

crease in volume of credit*
These sales reduced the total holdings in the Account at

the close of business May 23 to an even - - - - - - - - - - - - - - - - -  §100,000,000
Last week Account further decreased by sales of approximately 
in May and
first week $25,000,000 Government securities in accordance
in June

with policy agreed on at meeting of Open Market 

Committee on May 25, 1923, that sales of Govern*- 

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 the Committee
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took over temporarily at the market price the Federal Reserve Rank of St4 kmiS* ' 
outright holdings of Government securities, the total holdings in the Account re­

mained at that level* The amounts of these temporary purchases of Government 
securities taken over from the Federal Reserve Bank of St* Louis, due to the heavy 
demands 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 * 2 3 16,625,000 " 26 6,500,000

Oct. 8 5,000,000

Other principal Government security 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 011,765,000 *- 3 l/Q% 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

12. amounting to approximately $25,000,000. These consisted chiefly
July 11 of the exchange of 3 l/^% certificates due December 15, 1928,

(of which we held in the Account at that time 6̂9̂  40 7,500 par 
value against total holdings in the Account of £100,000,000 

par value) for other issues which consisted principally cf 

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

3 l/2% Treasury notes at that time, due to sales of large blocks 
of notes to the Fiscal Agent of the British Government,

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED

Authority E . 6 .  1235k

August 22

September 8

October 11

October 18

Sale was made to the Treasury of $8,000,000 December 15, 1928 -
3 l/4% certificates of indebtedness which was replaced by 

a purchase from the Treasury for account of the Mixed Claims 

Commission of $8,000,000 March .15, 19 29 ~ 3 7/8̂ , certificates. 
These transactions enabled the Treasury to redeem the December 

certificates and provided the Mixed Claims Commission with 
funds needed in one of their trust accounts*

In order not to disturb the holdings of the System Account, the
Federal Reserve Bank of New York took over into their Invest** 

ment Account from a foreign correspondent, $23,100,000 
December 15, 1928 - 3 l/4/£ certificates of indebtedness*

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

A foreign correspondent asked to have converted into cash

040,200,000 United States 3 l/2^ Treasury notes due December 
15, 1930-32. The Open Market 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 
December 15, 19 30-32 Treasury notes#

2* There was sold from the Special Account 
to the Treasury for redemption $30,000,000 
of 3 l/4fo certificates due December 15, 1928.

3* The balance of $10,200,000 notes were sub­
sequently sold to the market*

In order to meet the requirements of the Federal Intermediate Credit 
Bank of Wichita, Kansas, in connection with the financing of 
the cotton crop, tne participation in the Open Market Account 

of the Federal Reserve Bank of Kansas City was taken over by
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the Committee at the market price and distributed to other 

participating Federal reserve banks. The amount of the 
securities taken over was $5,1:2 2,000 par value.

At the meeting of the Open Market Committee held on July 18 the method 
of distributing 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, which 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 expenses, dividends and charge-offs.

The following requests were received by the Committee from Federal 
reserve banks relative to the distribution of bills purchased:

On April 20 the 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 Chicago 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 accord­

ingly reduced from 14$ to 7$ and apportioned 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 
acceptances were very large as compared with the previous 
year.

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

inated from participation in the over-purchases of bills by 
otiher Federal reserve banks as their reserve ratio was running 
below 60% for some time*

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 November 5 the Federal Reserve Bank pf 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 Government 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 close 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 earning asset holdings of 
all Federal reserve banks November 7, 19 28 
as compared with previous week and November 
9, 1927; also weekly average of earning assets 
from December 28, 1927 to November 7, 19 28 as 
compared with corresponding period 1927 and 
entire year 1927.

Exhibit ”DU - Statement showing actual earnings of all 
Federal reserve banks for the first ten 
months in 1928.
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Exhibit

STATEMENT SHOWING HOLDINGS OF GOVERNMENT SECURITIES BY FEDERAL RESERVE BaNKS

Participation by Fed* 
Outright Holdings of Res* Banks in System
Government Securities Spec* Inv* Acct* Govlt 
by Federal Reserve Securities as at the
Banks as at the Close Close of Business

of Business Nov. 7t1928 Nov* 7. 1928. Totals
Boston 0 701,500 0 6,186 , 500 0 6,888,000

New York 1,384,200 21,372,800 22,757,000
Philadelphia 15,224,000 5,848,000 21,072,000
Cleveland 26,463,000 6,803,000 33,286,000
Richmond 1,152, 500 2,271,500 3,424,000
Atlanta 3,099,000 2,080,000 5,179/300
Chicago 19 , 9 27, 500 12,402,500 32,3X1,000
St. Louis 16,625,000 4,151,000 20,776,000
Minneapolis 7,584,500 3,121, 500 10,706,000
Kansas City 9,732,000 0 9,732,000
Dal ..as 9,987,500 4,300,500 14,288,000
San Francisco 9p684.000 6»9 51.000 16f6 35fOOO

Totals 0121,584,700 075,488,300 0197,0 73,000

THE
CLASSIFICATION OF ISSUES 
SYSTEM SPECIAL INVESTMENT

OF GOVERNMENT SECURITISS 
ACCOUNT CLOSE OF BUSINESS

HELD IN
NOVEMBER 7

3 l/4/£ c/l due Dec* 15, 1928 010,187,500
3 3/8£ « n Mar* 15, 1929 11,450,000
3 i M  " tt Mar. 15, 19 29 12,550,0003 X/2% T/N n Sept, 15, 19 32 5,000,0003 1/2^ " if Dec* 15, 1932 36. 300 T 800

^ 7 5 ,4 8 8 ,  300
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■31LLS PUROH/iSiD OUTHI.JHT BY SYSJilJ,! 3Y Y«2KS 
F A Q  'J. D.jG"?'3 :CR 29 , 1^7 TO O-JJOBKR oi , 1928 

(000 oidTted)

Veeks New York
M in g Boston Banks tfealere T?otal Phil a. C' 1 e v el and Ri chr. ond Atlanta C h ica g o Dallas £3an Fran.

Jar, 4 4 3,029 I 18,275 ♦ 8,202 $ 26,477 I 4,083 a 1,200 '4 1,724 1 241 $ 2,897 I 1,149 4 3,164
11 12,855 28,708 20,825 49,533 2,147 2,080 200 66 1,293 1,711 2,700
18 5,472 26,824 7,351 34,175 4,899 530 130 222 2,320 779 2,304
25 5,584 19 .208 4,565 23,773 4,696 713 210 88 5,028 ' 506 1,275

Fsb* 1 11,071 40,225 4,946 45,171 5,411 1,613 155 152 5,713 1,042 2,367
8 7,508 14,111 5,702 19,813 4,842 2,272 433 32 4,393 762 1,099

15 1,083 4,584 6,174 10,758 5,177 716 -0 - 457 388 210 1,053
21 3,736 10,531 2,839 13,-370 3,820 809 -0 - 131 1,356 584 439
29 3,407 17,003 3,760 20,763 4,641 252 918 98 2,109 275 1,649

Mar* 7 4,015 15,991 2,375 18,366 928 1,909 244 107 1,738 1,259 1,001
14 7,162 17,290 5,214 22,504 2,342 380 215 105 2,536 1,152 1,670
21 4,529 16,891 2,733 19,624 2,921 723 270 4 2,840 1,034 4,968
28 8,591 26,150 2,042 28,192 2,409 714 —0— 30 . 1,676 926 997

Apr, 4. 10,256 21,347 5,903 27,250 6,476 795 450 348 7,849 281 2,297
11 21,549 15,300 3,744 19,044 3,853 184 100 107 2,041 1,377 1,704
16 13,632 19,997 10,643 30,640 7,770 500 122 60 4,898 1,041 4,830
25 X5,553 • 23,258 6,623 29,881 5,500 —0— 398 203 622 1,132 3,391

Msqr 2 7,5X0 24,765 6,253 31,018 3,366 727 -0 - 5 2,025 1,364 1,459
9 4,703 20,887 10,939 31,825 4,771 100 1,134 184 2,319 638 278

16 1,944 12,772 3,702 16,474 3,364 507 735 411 1,568 608 3,120
23 3,546 9,043 2,421 11,464 7 55 636 50 126 3,5.39 865 554
n 7,527 . 7,437 1,928 9,365 714 198 165 139 187 750 219

4 2,945 4,342 . 3,835 8,177 883 • 1,007 127 -0 - 517 1,370 1,826
13 5,962 3,865 4,165 8,030 2,283 531 491 -0 - 336 829 784
20 5,093 2,727 4,810 7,537 1,524 977 506 31 439 665 3,542
29 6,724 5,582 4,836 10,418 2,967 1,226 178 -0 - 92 5 969 1,216

July 3 3,035 6,933 3,747 10,680 2,088 1,007 -0 - -0 - 37 1,108 2,276
XX 6,444 11,122 2,069 13,191 2,140 1,357 342 6 1,342 643 4,653
XI 6,919 12,156 1,256 13,414 1,341 “0—" 115 -0— - 7 459 1,559
25 5,625 10,775 2,201 12,976 853 629 151 117 13 567 2,153

1 6,464 6,607 1,962 8,569 1,501 745 253 —0— 283 695 2,855
e 4,243 6,459 2,579 11,038 357 126 -0 - —0— «»0— 566 934

15 4,352 15,487 6,871 22,358 1,353 1,283 202 60 75 662
_  ^m, f 2,230

- 22 4,02X 7,817 3,243 11,060 140 421 340 —0— 545 1,216 979
3,939 15,077 3,525 18,602 195 .779 450 24 498 900 1,772

0 * 4,355 5,049 \ 3,195 8,242 933 119 50 —0— 67 273 3,864
in #,394 145 13,704 13,849 2,221 580 326 —0— 995 939 8,147
it 4,463 9,461 30,876 40,357 4,960 789 175 50 442 665 4,186
24 3,493 17,442 13.05X 30,713 4,113 637 -0 - 6 919 1,132 4,256

Oil. - 1 . 3,423 17,942 20,519 38,261 1,935 1,503 291 —0 - 514 368 3,836
XO 1,936 21,097 18,053 39,150 1,817 543 100 6 817 596 5,568

m / r * /

Xf 6,1X5 X2,576 20,333 32,911 1,857 338 236 -0 - 976 48l 4,656
24
ax

XO,632 32,881 5,323 38,204 1,746 1,127 384 11 902 1,295 31 38d
A /  A

“ 4,564 33,560 7,399 40,959
t

2,534 793 152 50 272 506 2y 863

1 "

total*
■ . <#.-.* *

4671,741 4306,435 4978,176 4124,626 434,075 412,522 $3,677 470,256 ♦36,349 $110,078

O u t r ig h t
Sales

C o n t r a c t s

Totals

43,964
72.585 
50,831 
41,873

72,695
41,154
19,842
24,245
34,112

29,567
38,066
36*913
43.535

56,002
49,957
63,493
56,680

47,474
45,952
28,731
21,537
19.264

16,872
19,268
20,314
26,625

20,231
32,340
23,634
23,084

23.585
17.264 
34,575 
18,722 
27,159

17,903
35,431
56,107
45,249

50,131
50.535 
49,770 
57,884 
54,713

INCREASE o r  DEGREASE 
i n  H o ld in g s  

In c lu d in g ; S a le s  C o n t r a c t s  
New Y ork  System  

O p e r a t io n s  O p e r a t io n s

♦ 4,400-
1 ,900+

13,700-
15.500-

30,700+
13,800-
15, 200-

2,100-
9,306-

8,700-
7,700+

10.500- 
12, 600+

2, 800-
1 , 600—

30,500-
1 , 200+

3,800- 
1 , 600+ 

19,266- 
14,666— 
21,$17-

34,583-
26,746-
16,471-
5,549-

136+
22,768-
5,495-

13,270-

2,097- 
5 , 220-  

19,135+ 
8,832- 
2,690-

I,w e­
l l ,  034+ 
X7.XX5+ 
a ,  567+

36,589+
16,624+
41,895+
II,8X0+ 
29,218+

$ 1 , 600+ 
5,400+

23.500- 
21,700-

30,000+
8,100-

14.500-
1.500-
9.500-

5,300-
4*900+

10,600-
13,500+

2. 500-  
18,000+ 
10 , 800-  
15,100+

2,700-
2, 000+

17,812-
16,730-
26;$74-

37,594-
25,977-
16,535-

450-

13,766- 
22,022- 
6,407-

ix,95a«>
3,204-
4,032-

28,055+
6,399*

699+

2,497+
24,364+
24,029+
26,230*

46,557+
21,991+
47,64X+
22,049+
36,696+

EXHIBIT

Dealers 
operations 
With Other 

_  Districts____
Received

4 2,773 
1,635
1» !° f2,836

4,962
5,299
3,337
2,441
3,631

2,384
1,313
1,9X6

9X9

5,746

106

8, 2t f  
5444 
2,9to  
3,4*2 
2,164

5 .6T0 
5.104 
3,693

2,242

♦ 7,658
12,008

7,320
9,901

9,923
9,526
3,463
6,827
4,802

4,437
5,061
6.091 

10,736

12,589
17,812
10,170
12,537

6,713
3,324
5,922
4,780
5,273

4,047 
4,861 
6,044
7,396

4,503
7,188
3,414
6,264

10,326
4,852
5,379
6,825
3,694

5,960
9,791
6,391
3,654

5,249
3,761
3,677
9.092 
7,251

4X»4,2fQ 4306,510

Net
Change

Actual change in System's holdings during period 441,550+
Based exclusively  on New York's operations, change would have been 77,590-

113,522+
5,149+

455,072+ 
72,441-Digitized for FRASER 
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Exhibit "B" (a )

MATURITIES OF BILLS PURCHASED BY THE SYSTEM 

DURING THE PERIOD FROM DECEMBER 29. 1927 TO OCTOBER 31. 1928

EXCLUDING SALES CONTRACTS 

(000 OMITTED)

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

90-davs .. .Total a.

Boston 68,605 $ 61,632 0138,909 $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 XI,805 20,214 1,288 34, 075

Richmond 3, 574 3, 512 5, 436 0 12, 522

Atlanta 1, 009 1,054 1, 610 4 3,677

Chicago 20, 827 33, 528 15,901 0 70, 256

Dallas 5, 395 9,012 11,118 10, 824 36, 349

San Francisco 22. 316 31.996 49. 487 6. 279 110.078

Totals ^577, 729 ^385, 572 V622, 980 *>73, 787 $1, 660, 068
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Xxhibit "C"

STATES'JCNr SHOWING JbARXING AS3&T HOLDINGS OF ALL FiiD^RAl. RF.S3RVK BATKS NOVj&'BSR 7 , 1928 COMPARED WITH PREVIOUS HEEK AND NOVJSMBilR 9, 1927; ALSO WEEKLY 
AVERAGE OF EARNING ASSEf3 FHOK aSCfeKB-Jl 2 8 , 1927 TO :iOV^MBiSR 7. 1928 AS COMPARED V.1TH GORRKSPPILING PERIOD 1927  AND BN I I  HE YgAR 1927 

, mmmJH— s e s _ -------------------  HTOOO' Orcittsd)

.B ills Disoountsd 
• * 

list Gbangs

Oct. 31 
Nov. 7

Boston

#32,826
32,474

352-

Nsw York

4261,461
294,522

33,061+

Pail a,

$86,118
79,8*9

Clavsland
#71,130
84,085

6,269- 12,955+

Rioianond

*44,615
42,770

1,845-

Atlanta Caicfago

476,186
72,049

4 ,1 3 7 -

$168,031
152,574
15,455-

Ss.Louis

#47,393
43,085

4,308-

Minn.

#13,643
14,596

953+

Ksn. City Dallas San Fran.

$38,078
41,191

3,113+

#22,474
24,434

1,960+

#70,316
75,759
5,443+

Totals 

# 932,271
95T.no
25,119+

B ills fitrofcassd

list Cbangs

Om nM Rl Ssswrltiss . • ■ ■

Oct. 31 
Nov.. 7

-  Oct, 31 
Nov. 7

list GtasafS

Total Isrning Asssts -Oct.  31 
• • • Nov. 7

1st Changs

tyoaparisoa of Vsskly A vs rags 
f *  BamiBg Aassts-----------------

Dso, 28, 1927 to Nov. 7, 1928 
Ssoss psriod 1927 
Bntirs ysar 1927

Nst Chs&gs frost ssms psriod 1927 
• * * sntirs ysar 1927

CoBPsrisop of SarniftiL Assstt

Hoisnbsr 7, 1928 
• 9, 1927

Nst Changs

43,895
43,421

138,196
131,564

20,671
21,570

41,531
45,773

20,998
24,102

25,614
26,678

31.619
34.620

11,918
11,642

19,018
19,749

24,908
26,408

21,792
22,475

40*176
40,64*

440,176
448,645

474- 6,632- 899+ 4,242+ 3,104+ 1,064+ 3,001+ 276- 731+ 1,500+ 743+ 367+ 6,269s

6,888
6,888

47,327
43,172

21.072
21.072

33.286
33.286

3.424
3.424

5,270
5,373

34,325
32,855

20.776
20.776

10.706
10.706

11.482
12.482

15,908
16,013

16.635
16.635

■iji, ’• • 
222,662

“ 0— 4,155- - 0- -0 - -0 - 103+ 1,470- -0 - -Of 1,000+ 105+

83,609
82,783

447,184
469,458

127,891
122,521

145,947
163,144

69,037
70,296

107,070
104,100

233,975
220,051

80,087
75,503

43,867
45,551

74,468
80,081

63,114
65,922

127,22?
133,037

1,603,474
1,632,447

826- 22,274+ 5,370- 17,197+ 1,259+ 2,970- 13,924- 4,584- 1,684+ 5,613+ 2,806+ 5,6101’ 26,971+

101,776
73,618
79,546

393,831
263,723
282,822

124,118
82,507
88,085

137,586
107,977
111,895

62,640
51,116
55,679

76,120
48,655
49,U5

187,857
147,886
155,812

65,996
59,482
59,695

39,525
33,450
35,537

57,031
53,960
55,562

49,565
44,25*
46,416

112,959
101,623
100,415

1»40|90§4
1,066,4*4
1,120,179

28,158+
22,230+

130,108+
111,009+

41,611+
36,033+

29,609+ 
25,691+

11,524+
6,961+

27,465+ 
27,005+

39,971+
32,045+

6,514+
6,301+

6,075+
3,988+

3,071+
1,469+

5,326+
3,169+

11,136+ 
* 12,544+

340,5704
266,44#

82,783
104,151

469,458
353,452

122,521
109,104

163,144
134,577

70,2?6
83,542

104,100
41,391

220,051
175,258

75,503
60,003

45,551
50,437

80,081
66,216

65,922
61,980

133,037
87,753

1,432,447
1,327,664

21,368- 116, 006+ 13,417+ 28,567+ 13,246- 62,709+ 44,793+ 15,500+ 4,986- 13,865+ 3,942+ 45,284+ 304,563+

SUNDRY FOR SYSTEM

>

I «*  §m Q
J> t\* 03; C  (/>■ G  n  ■
g  a-ft; O'

B i l l s  D iscou n ted  f o r  week 
B i l l s  Purch&sed f o r  week 
Govem mer.1. S e c u r i t ie s  f o r  week 
T o ta l ’Jum in.l A s se t*  f o r  week
Com parison o f  .«eekly  Av t l . t  o f  i a m in  p e s e ta  Jec .

J:ov. 7 , 1928 w it ., sa: e u e r io  i 1^27 
Com parison o f  « e e * ly  *verfa£e o f  r ia m in ;; r e s e t s  Dec.

Nov. 7 , 1925 vdti. e n t i r e  y e a r  1927 
Com parison o f  iiu rn in t; Ar’ oeos liove.v.ber 7 , 192c wxtu iIovui’;bt»r 9, 1927

1927 to 
23, U27 to

$ 25,119+ 
8,269+ 
4, 4 1 7 - 

28 ,971+

340,570+

288,445* 
^04,583+

Reproduced from 
the Unclassified I Declassified 

Holdings of the 
National Archives
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
d e c l a s s i f i e d

Authority E .O . 1235k

Exhibit "D*

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

Federal
Reserve
Bank

Boston

Net- York

Philadelphia

Cleveland

Rif hmond

Atlanta

Chicago

Si* Louis

Minneapolis

Kansas City

Dallas

San Francisco 

TOTALS

Gross
Eerninga

I  3,561,940

14,519,209

4,377,564

4,794,683

2,274,125

2,765,400

6,964,568

2,317,335

1,353,344

2,056,896

1,641,448

.3,.77.6,..fcfi

Current
Expense*

4 1,548,425

5,339,852

1, 667,617

2*163,041

1, 163,936 

i ,  032,272

3,112,958 

1,111,252 

821,907 

1,391,000 

1,028,672 

.,02 I J l f t

Net Deduction 
From Current 
Wet Karning9

i 620,524

2,642,260

813,145

837,555

387,377

307,698

1,164,287

673,616

198,137

302,635

292,451

„ 6 2 4,. 18%

Available for 
Depreciation 
Allowances, 
Reserves, 

Surplus and 
Franchise Tax 
Oct, U . 1928

4  1, 392,891

6,537,097 

1 , 896,802 

1,794,087 

722,812 

1,425,430 

2,687,323 

532,467

333,300 

363,261 

320,325

Available for 
Depreciation 
Allowanc ©s, 
Reserves, 

Surplus and 
Franchise Tax 

for sane 
period 1927

«50,403,052 *22, 402,699 i8, 863.867 ^9,136,486

i 223,380 

1,038,424 

263,091 

563,415 

174,334 

456,084 

791,235 

482,921 

82,008

279,564 

127.755

792.301

*5,274,512
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
d e c la s s if ie d  

Authority E .6 . U35fe

Fe d e r a l  Re s e r v e  Ba n k  

o f  N e w  Y o r k

P E R S O N A L August 18, 1928

Dear Governor Young:

am end
iff

of the minutesf of th

/ .7 t'.

A f  t) . 
vV; 

V,

I am enclosing herewith, for your f ile s , a copy %/
ixj - S ** J* * * 5’

"e'meeting of the Open Marieet Investment

V

/

Committee held in Washington on_Mgust• ISj,,, 1928,\together 

■with a copy of the secretary1 s report to the meeting, and 

a copy of a memorandum covering the credit situation presents 

ed by the Committee to the Federal Reserve Board.

Very truly yours,

I .  B. Matte eon 
Secretary, Open Market 
Investment Committee

Honorable Roy A. Young,
Governor, Federal Reserve Board, 
Washington, D. 0.

to c l  s.

%
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED 

Authority E.G. U35fc

---------P  j i i j j " -

Dear Governor Young: , ^  3 3 3 , .  g

I am enclosing a copy o f  the minutes^o f the ***

meeting o f  the Open Market Investment Committee held in 

Washington on August 15, 19£8i\

Very tru ly  yours,

# > 0

W. B. Matte eon 
Secretary, Open Market 
Investment Committee

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

Digitized for FRASER 
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m i-wp1
Reproduced from the Unclassified I Declassified Holdings of the National Archives

d e c l a s s i f i e d

Authority E .6 .  U35fc

(COPY)

August 16, 1928

Dear Mr* Harrison:

The Board has reviewed carefully the report of the 
Open Market Investment Commit te© and its recommendations 
of August 131 and has also considered the verbal discus­
sion which took place during the meeting, and i t  is in 
agreement with the Committee that the seasonal require­
ments of credit w ill probably develop a strain upon the 
future credit situation which may react unfavorably upon 
commerce and industry, and that i f  such a situation should 
develop, the System should take sane 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 discussion had with your committee that 
you favor easing through the b i l l  market, i f  possible, and 

-through the Government security market only i f  unavdidable* 
With this understanding, the Board approves the purchase of 
Government securities by the committee but limits the 
amount to $100,000,000* I f  a situation should develop 
which w ill require reooiisi deration, the Board w ill be glad 
to meet the committee at any time for that purpose*

Very truly yours,

R. A* Young, 
Governor

Mr* George L» Harrison, Acting Chairman, 
Open Market Investment Committee, 

c/o Federal Reserve Bank,
New York, N. Y*

Digitized for FRASER 
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
declassified

Authority E .6 .U 354,

-  Tho p olioy  roooamondod by tho oosm ittoo ia  mo f t  o f  i t s  mootings sinoo 1

Jaauary* has boon to  ohaok or pro*ront unduly rapid or unaooossary ino^oaso ia  

tho m l m r n  o f b#ak orodit* Whilo tho to ta l Toluao of loons aad invostapnts o f  

reporting aoabor bonks ia  now oonsidorably aboro what i t  was at tho low point ia  

Fobruary, nororth oloss, i t  ia  approxiaatoly #300 ,000 ,000  bolow tho high point 

o f May, aad thoro i s  ovidonoo th at aoabor banks aro staking oontlnaod o ffo r ts  to  

rodnoo th o ir  borrowings at Foderal Kosorro Banka*

Tho Goaaittoo doos not b olioro  that ooaditioas aooossitato  aa iaoodisto  

purohaso o f  soou ritios by tho Systoa* I t  i s  o f tho opinion, howovor, th at as 

poiatod out at i t s  la s t  a so tla g , an oztondod poriod o f  high aoaoy ratos aad hoary 

prosoaro rosu ltiag  t v m  largo borrowings b y  aoabor banks weald not bo wholosoao 

aad that thoro aro soao indi oat ions th at with tho approaohing f a l l  dtnsnds fo r  

orodit i t  s ty  »o«a bo possib lo  or aooossary to  tako stops looking toward tho

I rodnotioa, or at lo a st tho avoidanoo o f tho aoooasity o f  aay substantial iaoroaso

ia  tho Toluao o f  a —dug bank disoounts* With thoso fa o ts in  riow sad ro a lisin g  

that i f  and whoa tho tia o  arrivos unduo dolay aay bo hurtfu l to  tho situ a tio n , 

tho Coanittoo rooosflsoads that i t  should bo tho p olioy  o f  tho Systaa to  purohaso 

soou ritios w hoaow  th at should boooao aooossary to  avoid uaduo orodit 

striacoasor*

Tho C o n itto o  would oxpoot to  tako suoh stops as aay bo noodod to  oarry 

oat th is  p o lioy# i f  approvod, b a llo tin g , howowor, th at i t  aight bo adrisablo to  

havo aaothor Booting o f tho ConBdttoo to  roriow tho o ffo o t o f  say stops th at asy  

bo takas la  pursuaaoo o f th is  polioy*

m m m t  r ?  ■
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DECLASSIFIED
Authority E .6 .

Reproduced from the unclassified / Declass ted Holdings of the National Archives

REPORT OF SECRETARY OF THE OPES MARKET INVESTMENT COMMITTEE
— - -TO THE IBpaaa-OF- the committee on, august ........

As reported at the last meeting of the Committee on July 18f 1928, 

the total holdings in the System Account on July 11 were §84,988,300# Since 

that time the only transaction in the Account was the repurchase on August 2 

by the Federal Reserve Bank of St* Louis of the $9*500*000 short-term Govern­

ments which were previously taken over temporarily from that bank’ s portfolio* 

This le ft  the total holdings in the Account on August 8# 19281 at $75,488,300# 

At the last meeting it  was voted, in view of the earning position 

of the b anks as shown by actual figures for the firs t  half of the year and 

estimated for the second half, to continue apportioning System purchases of 

bankers acceptances on the basis of each bank’ s expenses, dividends and charge* 

offs# Attached is statement (Exhibit "A") showing actual expenses, dividends 

and charge-offs of a ll the banks for the first seven months of the year and 

estimated figures for. the last five months, upon which the current ratios of 

distribution are based# It  w ill be noted that, according to the new figures 

obtained, the net earnings of a ll the banks for the year 1928 w ill be more 

than sufficient to cover expenses, dividends and charge-offs#

Attached also is statement (ExhiWt "B") showing earning asset 

holdings of a ll Federal reserve banks August 8t 1928, as compared with previous 

week and with August 10, 1927; also weekly average of earning assets from 

December 28, 192T to August 8# 1928, as compared with corresponding period 1927 

and with entire year 1927#
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data KG EARNINGS, EXPENSES A*'TD REQUIREI® J Z L  FEDERAL RESERVE BANKS BASED INVESTMENT IB U c h ib it V -~x]

(1)

Qross
T E ^  1928 Earnings

BOSTON
Actual fo r  7 months #2 ,528  
Estimated " 5  "  1 .748  

T otal V t m

NEW YORK
A ctual fo r  7 months 9 ,0 3 2  
Estimated " 5  "  7 , 4 ^

T otal #16,481

PHILADELPHIA
Actual fo r  7 months 2 ,748
Estimated ■ 5 ■ 2 .2 08

T otal #4,956

GLaVELAKP
Actual fo r  7 months 3,187  
Estimated "  5 "  2 .1 56  

Total

m vm
Actual

137343

fo r  7 months 1 ,433
Estimated "  5 

T otal
1.022

157555
ATUKU

Actual 
Estimated 

T otal

CHICA30
Actual
Estimated

Total

fo r  7 months 1 ,541  
"  5 "  1 .609  

137T50

fo r  7 months 4 ,600  
"  5 "  2 .676

TTmr
SI LOUIS

Actual fo r  7 months 1,466  
Estimated " 5  "

Total

UINNî APOLIS
Actual fo r  7 months 
Estimated " 5  * 

Total

1 .2 32
J2&Z

893

75743
KANSAS CITY

Actual x'or 7 montns 1 , j 72
Estimated " 5  "  945

Total #2 ,317

CALL AS
Actual fo r  7 months 980
Estimated " 5  "  923

Total #1,903

SAt-I fi-iamci .;co
Actual fo r  7 months 2 ,3 5 *  
is tim a t- d H 5 "

Total
l.85» 

^4,20S

aYSBttf totals #56,501

(2 ) (3) (* )
■ V J

(5 )
(OOO Omitted)

(6 ) (7 ) (8 ) (9 ) (1 0 ) m (1 2 ) m

Expenses
and

Dividends

Estimated
year-end
Charge-

o ffs
Net

Earnings

Ratio of 
Expenses 
Dividends 
4 Charge- 

o f fs  to  
System 

Total

D istribu tion  
of H*t Earn­
in gs on 
R atios o f Ex­
penses D ivi­

dends and 
Gharge-of f  e

Estimated 
Warnings 
from Gov’ t  
Security  
Holdings 
Last Five 
Vonths 1928

Estimated 
Earnings 
from B i l l *  
purchased 
Last Five 
Months 

1928

Estimated Earn­
ings from s i l l s  
Discounted and 
m iscellaneous  

Sources 
Last Five 
Month* 1928

Amount of « | »  
inigs Requ&PfeA 
fiW B i l l *  f u r -  
chased During 
Balance o f Year 
to  X f fs c t  Proper 

D istribu tion

R ati 00 
• f

Col.10

Jaount of lump 
la g s  Require* 
Fran Other Thai 
Oov«t See.During 
Balance ©f y»*r 
ta Sff*et Pnpir 
Distribution

tafciM

CeU12

#1,526
1.022

i r t r e 152

#1 ,002

6 # 1,109
112 340 1 ,2 96

127 Over 0 1 , U 9

5 ,585
4.095

3 ,4 4 7
2,380

25i%
586 544 6 ,3 19

4 9 7 8 0 474 #6,327 4,148
1*635 0T#r

0 4 ,6 8 4 2 3 #

1 ,7 30
1 .3 14

^ . 0 i 4 117

1 ,018
777

*1 ,7 9 * 8 2 1 ,3 1 4
309 235 . 1 ,6 6 4

2)46 Over 0 * ,4 1 8

2,103

*3 ,62^ 293

1 ,0 8 4
341

4Mtf 9 # 1,602
495 288 1,373

465 9 1 ,8 3 8

1,081
780

Ji’.Wi 117

352
.
# 477 5 Jt 822

44 104 874 449 8 # 1 ,3 2 3

944
648

270

597
691

4>r/. 739
77 207 <> 1 ,325

341 Over 0 984

3 ,0 4 7
2.041

K !"6 88 b25

1,553
10

41.563 I 4 t f 2 ,3 41
560 203 1 ,913

981 1943c 2 ,8 9 4 i»|jt

1,073  
703 

4 l , 776 187

393
342

T ~ 7 3 5 5 JC 822
108 0 1 ,1 2 4

87 iUC 1 ,211

«

HJC

726

r 4̂
167
42 Short 175 170 200

92 r “n s H i 534 579 779

i , i e e
552

#2,040 168

184
75

$ 109
S-.ort

M 904
301 1̂ 7 497

942 18* * 1,439 6 #

920
627

$17547 42
60

254
r i f t 4 * 657

242 15 5 496
528 M W 1,0 24 5 *

1,68? 
1.315  

*3,202 olO

4f7
^9

8# 1, 4̂ 6
25 7 .)15 1,279

1,060 20# 2,339 11 *

#37 ,224
2,847

#40,071

;2 ,8 4 7 9I 6 , *30 loo/i *16,430 ^3,266 #2,741 $18,360  ̂ #5 ,091 ioojC #21,102
i  '■* 
lo t *

t ’

Er
CDc:
3

>cEr

I s :
6 ?(/)
5 g
in 2
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Exhibit "B"

STATEMENT SHOm« EARNING ASSET HOLDINGS OF ALL FEDER**, RESERVE BANKS AUGUST 8, 1928 COMPARED WITH PREVIOUS WEEK AND AUGUST 10, 1927; ALSO WEEKLY AVERAGE Of 
EARNING ASSETS FROM DECEMBER 28, 1927 TO AUGUST 8, 1928 AS COMPARED TEITH CORRESPONDING PERIOD 1927 AND ENTIRE YEAR 1927

(000 Omitted)

Boston New York Phi l a . Cleveland Richmond Atlanta Chicago St .Louis Minn. Kan.City Dallas 8sa Fran. Totals
B ills  Dtsoounted -  Aug.

»  \ • m
1
8

166,047
63,403

$339,883
329,393

$94,398
91,677

♦87,299
85,148

♦56,347
5^,736

♦71,540
75,302

♦186,141 
164,878

♦55,139
54,274

♦16,038
14,953

♦22,176
23,966

♦26,758
30,774

♦64*010
72,781

♦1,085,776
1,061,285

Net Chang* 2,644- 10,490- 721- 2,151- 1,611- 3,762+ 21,263- 865- 1,085- 1,790+ 4,016+ 8,771+ 24,4*1-

B ill* Purchased ' -  Aug*
M « «

1
8

19,856
14,361

35,283
32,170

14,290
13,890

17,318
18,678

6,677
7,461

12,406
12,754

10,676
11,507

136
128

9,971
10,184

8,467
8,512

10,707
11,835

20,087
20,367

165,879
161,847

Net Change 5,495- 3,118- 400- 1,360+ 784+ 348+ 831+ 8- 213+ 45* 1,128+ 280+ 4,032-*

Government Securities -  Aug*
* N M

1
8

7,616
6,843

35,479
28,501

21,648
20,927

33,897
33,107

3,544
3,276

5,227
4,984

34,318 
32,971

7,125
16,625

11,045
10,658

18,558
18,129

15,324
15,326

17,382
16,521

211,663
207,868

Net Change 773- 6,978- 721- 790- 268- 243- 1,347- 9,500+ 387- 429- 498- 861- 3,795-

Total Earning Assets -  Aug*
*  m m «

1
8

93,519
84,607

410,650
390,064

130,336
126,494

138,514
136,923

6 6 ,5 6 8
65,473

89,173
93,040

231,135
209,356

62,400
71,027

37,544
36,285

49,201
50,607

53,289
57,935

101,479
109,669

1,463,808
1,431,490

Ret Change 8,912- 20,586- 3,842- 1,581- 1,095- 3,867+ 21,779- 8,627+ 1,259- 1,406+ 4,646+ 8,190+ 32,318-

Comparison of Veekly Are rage 
of Earning Assets
Dse* ifc, l$2i to Aug* 6, 1920 
Sans period 1927 
Entire year 1927

1 0 9 ,0 9 2
70,088
79,546

372,507
243,915
2 8 2 ,8 2 2

120,218
8 1 ,3 2 7
8 8 ,0 8 5

1 3 7 ,6 6 3
107,407
111,895

6 0 ,8 3 ?
4 1 ,3 6 3
5 5 ,6 7 9

6 6 ,1 6 3
49,367
49,115

188,572
150,765
1 J 5 .6 1 2

63,602
57,576
59,695

38,582
31,808
35,537

55,530
52,866
55,562

45,281
41,220
46,416

105,541
104,032
100,415

1,363,580
1,031,754
1,120,579

Net Change from sams period 1927 
" " " entire year 1927

39,004+
29,546+

128,592+
89>685+

38,391+
3 2 ,1 3 3 +

3 0 ,2 5 6 +
2 5 ,7 6 6 +

19,468+
5 ,1 5 2 +

16,794*
1 7 ,0 4 6 +

* 7 ,7 8 7 +  
3 2 ,7 6 0 +

6 ,0 2 6 +
3 ,9 0 7 +

6 ,7 7 4 +
3 ,0 4 5 +

2 ,6 6 4 +
32-

4,061+
1,135-

1,509+
5,126+

331,826+
243,001+

Comparison of Earning Assets 
August k, 192^

M 10, 1927
84,607
6 3 ,3 8 1

3 9 0 ,0 6 4
2 7 4 ,6 2 6

126,4?'.
7 6 ,5 7 3

1 3 6 ,9 3 3
96,411

6 5 ,4 7 3
4 5 ,4 6 4

? ? ,0 4 C
5 2 ,1 2 3

2 0 9 ,3 5 6  
1 2 9 ,4 4 2

71,027
55,69*

36,285
2 9 ,3 4 8

5 0 ,6 0 7  
4 4 ,7 8 1

57,935
44,536

109,669
98,006

1*431,490
1 *010,389

Net Change 2 1 ,2 2 6 + 1 1 5 ,4 5 8 + 4 9 ,9 2 1 + 4 0 ,5 2 2 + 2 0 ,0 0 9 + 4 0 ,9 1 7 + 79 ,? 1 4 * 1 5 ,3 2 9 * 6 ,9 3 7 + 5 ,3 2 6 + 13,399+ 11,663+ 421,101+

SUVMA^y FOR SYSTEM 
B i l l s  r i s c o u n t e d  f o r  "week*' r " '  1 
E i l l e  P u r c ' . - . r . t f c r  week 
'loverar. e n i  t-e r a r i t i e s  fo r  week 
T o t a l  E a rn in g  A s s e t s  fo r  week 
O crp& rir .on  o f  V /eek ly  A v era rf- o f  F.arnir 

2927  t o  s.U(r• 3 , 1 9 /6  r i t h  some p e r i<  
" c r .p ^ r ir o n  o f  .V eekly  iv#*ra -e  o f  E arn ir  

I '? ? ?  t o  AUv. 6 ,  19?% 'xi t'.\ e n t i r e  yet 
f'or.p . r:\ron o f  K . 'r r . i r f  ; s s e t s  A u /u s t  t

A s s e t s  n ee* 29 ,

$ 2 4 ,4 9 1 -
4 ,0 3 2 -
3 ,7 9 5 -

3 2 ,3 1 6 -

1927 3 3 3 ,8 2 6 +
A seeti?  ")e c . 2 8 ,
1927 2 , C01+
1928 w ith  
1927 4 2 1 ,1 0 1 +
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Since the last meeting of the committee the effects on the credit 

situation of gold exports and Federal Reserve action have become more evident 

and may be summarized as followsi i
1* Interest rates are generally higher* Time money in particular 

is firm and difficu lt to obtain#

Z+ The total volume of baak credit is somewhat further reduced*

(300 million dollars since May}* though the reduction is s t i l l  confined to 

New York City banks and total loans and investments are s t i l l  8 per cent 

larger than a year ago* Total deposits are about 2 per cent larger than a 

year ago*

3# The volume of issues of new securities has decreased and the market 

is congested.

4* Bond prices have declined further and average about 4 points under 

the year's high* and slightly under the 192? low*

5* The market for government securities has weakened further and the 

July issue is nearly two points under par*
/

/
.6* Stock prices have moved irregularly* Average prices (New York / ,~

\ /
Tribune* 100 stocks) are about 8 points or 5 per cent under the year’ s high\ /  

point* Trading is reduced in volutte. Bank stocks continue weak*

7* Banks are showing concern about the credit situation and applying 

pressure to reduce borrowing at the Reserve Banks* New York City banks 

have sold $118*000*000 of government securities since July 11*

8* European exchanges have weakened further and those of England*

France* Italy, and Holland are only slightly above the points at which gold
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August 13, 1928*

2

w ill move to this country, unless prevented by higher rates abroad or sale 

of their 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 

particularly large* There appears to be an ample supply of credit for busi­

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 crops* As a result it seems probable 

that the farm income w ill be reduced from earlier estimates and possibly 

less than last year*

These various developments raise the question as to whether and 

when a change of policy is desirable*

Earlier Periods For Comparison 

Bearing 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 temporary as hardly to show in the figures, but in 1923 and 1926 b ills  dis­

counted amounting to between 500 and 700 million, and discount rates at 4 .1/2 

and 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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4
What Would Be A Normal Status?

The method or methods to be employed toward some relaxation in 
credit, when that bfecomes possible, depend upon the ends to be sought - 

especially 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 a time when member banks owed the Reserve Banks about 500 million 

dollars, raises the question as to the relation between open market rates 

and Federal Reserve discount rates, and this raises the further question 
whether it is possible to bring about a different relation between Federal 

Reserve rates and the market* .Experience appears to show that large in** 

debtednesa forces market rates high relative to the discount rate, and 

that the most feasible method of securing a somewhat more effective ad­

justment of market and discount rates would be to reduce the amount of 
member bank indebtedness while leaving rates unchanged.

But apart from any attempt to bring about a somewhat different 

relation between discount rates and market rates, there are some reasons 
for believing that the present amount of member bank borrowing is too large 

to be continued over an extended period without some unfortunate results*

1* Almost regardless 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 financirjg through 
acceptances higher than direct borrowing at banks and 
tends to dry up the bill market,

3, By keeping open market rates high relative to the discount
rate, it makes borrowing profitable and creates difficulty 
in dealing with borrowing banks. '’Good” banks work out 
of debt taking losses; less cooperative banks use the 
Reserve System for profit*
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/•orm  N o . 131

Office Corresponuei ;e
To________ A ll- Members o f the Board— _

From_____ Mr. Noel l

FEDERAL RESERVE 
BOARD

Date Jwy 27, 1928

Subject:

At the meeting o f  the Executive Committee th is  morning, % 
there was ordered circu lated  the attached le t t e r ,  dated July 20thJ 
from the Secretary o f  the Open Market Inyestment^ommittee, trans­
m itting a copy o f  th e minutes  o f  the meeting o f the committee held 
in Washington on July 0.8thr together with reports and memoranda con­
sidered at that meeting* 3

Governor Young 
Mr* P latt v .
Mr* H a m lin V ^
Mr. James y  ' » * 
MiKhr-Suiuiiiilham 
Dr. M iller cv Ihla 
Col. M cln tosh c/^

Please return to the Secretary’ s o f f i c e  fo r  f i l in g .
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J'u.ly S3, 1920

Dear Mr. Mattesoa: , , . * , „ _ _ _ y ^
*JfA j  P.: "5 3  di J) , -V ' l A A *  *♦ •

During tke absence of Governor Young, I  
aelcnowledg© receipt of ytmr letter of July 20, enclos­
ing a copy of tke inimites of tke laeeting of tb© Open 
Market Investment Conhlttee keld in Washington m  
July IB, together witk a copy of tke Secretary's report, 
a oopy of lawaorandm covering tke credit situation pre­
sented by tke Cc»»iittee to the Federal Reserve Board, 
and a mosaorandum relative to distribution of System 
b i l l  purchases during tke balance of the year#

Very truly yours,

S# R# Carpenter, 
Secretary to tke Governor*

Hr. W* B* Matteson, Secretary, 
Open Market Investment Consnittee, 
Federal Reserve Bank,
Hew York City, N. T.
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July 21# 1928

Dear Mr. Matteeon*

I acknowledge receipt of and thank you 
for vour l«tter of th« 20th lnrtant. .ddrwed to , , , .
Governor Young, enoloaing a oopy of the mlratea j tr of * v (y
of the meeting of the Open Market Investment 5 3 6 <
Goiaiaitte© held In Waehington on July 18, 1928# - • n

?ery truly yours.

Walter L. Eddy, 
Secretary

Mr# w* B* latteson, Secretary,
Open ?farket Investment Committee, 

Federal Reaerve Bank, 
lew York, li. Y.
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Fe d e r a l  Re s e r v e  Ba n k  

o f  N e w Y o r k

P E R S O N A L July 20, 1928

Dear Governor Youngs

I am enclosing herewith, for your file s , a copy of 
3 3 3 , * A* * a**'- 

the minuteeKpf the meeting of the Open Market Investment Com­

mittee held in Waehington 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 b i l l  purchases during the balance of the year*

Secretary, Open Market 
Investment Committee

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

Enel a. (4)
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Fe d e r a l  Re s e r v e  Ba n k  /  

o f  N e w  Y o r k

..

/

/

CONFIDENTIAL July BO, 1928

Dear Governor Youngs

I am enclosing a copy of the minuteayof the m^t— Af

ing of the Open Market Investment Committee held in Washing­

ton on July 18, 1928.

Very* truly yours,

f. B. Matte son 
Secretary, Open Market 
Investment Goiainittee

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

E n d s ,  ( l )

/ u z ... C w a s qDigitized for FRASER 
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Fe d e r a l  Re s e r v e  Ba n k

o f  N e w  Y o r k

RECEIVED
J U L 2 1  1 9 2 8 July 20, 1928CONFIDENTIAL OrriCE Gr
MR PLATT.

Dear Governor Platt:

I am enclosing herewith a copy of
' j h s j j i  73

meeting of the Open Market Investment Committee held in Washington 

on July 18, together with a copy of the Secretary* 8 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 b ill purchases during the balance of the

year.

W. B. Matteson 
Secretary, Open Market 
Investment Committee

Honorable Edmund Platt,
Vice Governor, Federal Reserve Board 
Washington, D. C# iCTJ-nVB CQMML 

MESHING,

Ehcls. (4 ) J U L  2 7  1 3 2 5
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fho ©owiitt©© bm eaaaidorod the tjrolisaia r̂jr mmmimSmm 

smtalttod by tho chairaaa and othor ft* ton#* of tho current 

erodlt situation.

She ooonlttae that m  ©pea naifcot m llm  b©

U k m  at pro*oat* or naUl tho fPoonwt aodoratoXy high level 

of mm$ rm%m Iurn mntinned long oacro&h to prorld* a tmtlzm 

of. tho orodit eltamtloa* which aw/ havo tfeo offoot of ehackiag 

wmmM mm of oradit*

Sho ooawltto® hollovoe, horiwrt that the nroaent fiaonmt of 

misibor Imafe borrowing at tho tesorro Saak* and pros out aoa@y rs i@© 

*ould not bo «holoooaie If oontinuod over on axtaadod poriod ***4 

btflUaraa the Bosorro Syotan shoal a ho ?ropa*adt i f  m& *hoa  

condition* n m ftl, to ocxaraloa Its influence to those

conditions. tho mm&ittm bolieveo this situation efcould hava 

careful* mntiwmm »t*»Iyt sad would expect to moot ®min for it® 

oo&oldexat&oa wi this a few weeks. « *
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CONFIDENTIAL

REPORT OF THE SECRETARY OF THE OPEN MARKET INVESTMENT COMMITTEE 
_______TO THE MEETING OF THE COMMITTEE ON JULY 18. 1928^______

Holdings of Government securities in the System. Account on May 23,

1923, as reported at the last meeting of the Committee on May 25, 1928,
amounted to - - -- -- -- -- -$100, 000, 000

In accordance with the policy agreed to at the said meeting, net sales
in the Account have resulted in a further reduction of - -- -- -- - 24̂ .511».700

leaving the total holdings in the Account on July 11 - - - - - - - -  -y 7§,488,300

Plus Treasury notes held temporarily for Federal Reserve Bank
of St. Louis - - - - - - - - - - - - - - - - - - - - - - - - - - - -  9,500,000

3 84,988, 300

The principal transactions in the Account since May 23, by statement 

weeks, were as follows:
Holdings in Account on May 2 3 * - - - - - - - - - -  - -$100,000f000

Changes week ending May 29:
Sales to Foreign Account $ 10G 000

11 ° J. P. Morgan & Company
as Fiscal Agent 27.000»OOP

027,100,000

Purchases from Foreign Corres­
pondent & Treasury Accts, 9,790. 000 18.310,000

% 81,690,000
Changes week ending June 6:
Sales to Market 0 7,000,000

Purchase from St, Louis' port**
folio, to be held 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
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(brought forward) § 83,410,000

Changes week ending June 20:
Redemption of June 15 certificates $11, 7$5,000

Sale to Treasury
" w Foreign Account

1, 356, 700
2. 000. 000 

$15,121, 700

FUrchases in New York and 
Chicago Markets

Changes week ending June 27:

15.450. 000 328* 300 
§ 83,738,300

Sale to Treasury 1,000, 000

Purchase from Foreign Account 
” in Market

750, 000 
lr000T 000 • 750.000

$ 84,488, 300

Changes week ending Julv 3: 0

Changes week ending Julv 11:
Sale to Foreign Account 1 ,000,000

Purchase in Market 1. 500.000 500.000

Total holdings in Account close of July 11 0 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 

affect the total holdings in the Account, almost all of which consisted of the 
exchange of 3 1/4% certificates due Deceiab&r 15, 1928 for a like amount of 3 l/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 Government security holdings in the 

Sĵ stem Account amounting to 05,137,500.
The temporary purchase of $9, 500f 000 Treasury notes from St. Louis’ 

portfolio, referred to in the foregoing statement, was made at the request of the 

St. Louis 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 notes
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shortly, the &t* 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 

from participation in the overage purchase of acceptances by other Federal reserve 

banks, as their reserve ratio was running below 60$ for some time.

Attached are statements showing:
Exhibit A - Outright holdings of Government securities by 

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

Exhibit B - Statement showing earning asset holdings of all 
Federal reserve banks July 11, 1928, as compared 
with previous week and July 13, 1927; also week­
ly average of earning assets from Decenber 28, 
1927, to July 11, 1928, as compared with corres­
ponding period 1927, and entire year 1927.

Exhibit C * Statement showing actual earnings of all Federal 
Reserve banks for the first six months in 1928.

Exhibit D - Bills purchased outright by System by weeks from 
December 29, 1927# to July 11, 1928*

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
~w

DECLASSIFIED
Authority E . 0 . U35fe

Exhibit "A"
STATEMENT SHOWING HOLDINGS OF GOVERNMENT SECURITIES BY FEDERAL RESERVE BANKS

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

of Business Julv 11. 1928

Participation by Fed* 
Res. Banks in System 
Spec. Inv. Acct.GovH 
Securities as at the 

Close of Business Julv 11 Totals
Boston $ 704,000 0 6,913,000 $ 7,617,000
New York 6,384,000 * 23 , 774, 300 30,158 , 300
Philadelphia 15,197,000 6,451,000 21,648,000

Cleveland 26,436,000 7,462,000 33,898,000
Richmond 1,153,000 2,391,000 3,544,000

Atlanta 3,10 2,000 2,103,000 5,20 5,000

Chicago 19,927,000 13,801,000 33,728,000
St* Louis 7,125,000 0 7,125,000

Minneapolis 7,585,000 3,460,000 11,045,000
Kansas City 9,733,000 6,0 75, 500 15,808,500

Dallas 9,994,000 4,859,000 14,853,000
San Francisc© 9t683r000 7.698.500 17. 381.500

Tot als $117,023,000 $84,988,300 ** $202,011, 300

* Includes $5,000,000 Third 4 l/4s held temporarily for resale to Treasury after 
close of statement week July 11, 19 28*

** Includes temporary purchase from St a Louis1 portfolio of §9,500,000 - 3 l/2% 
Treasury Notes#

CLASSIFICATION OF ISSUES OF GOVERNMENT SECURITIES HELD IN 
THE SYSTEM SPECIAL INVESTMENT ACCOUNT_______ _

3 1/4$ C/l due Dec. 15, 1928
3 3/8;. " " Mar. 15, 1929
3 1/Q% " « Mar. 15, 19 29
3 1/2% T/h " Mar. 15, 1932
3 1/2% " « Sept. 15, 1932
3 l/2/o " " Dec. 15, 19 32

Plus temporary purchase from St. Louis1 
portfolio 3 1/2% T/fo due 19 30-32

$39 , 9 8 7,500
12.950.000
3.450.000
10.460.000 
3,000,000 
54 640.&0P

$75,488,300

9.500.000
Total $84,988,300
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------  AYIRAQI OF EAhNINO ASSETS FROM DECEMBER 28, 1927 TO JULY 11, 1928 AS COMPARED HTH CORRESPONDING PERIOD 1927 AND ENTIRE YEAR 1927_______

fOOO Onltied)

B ill* Discounted • «

B ill* Pir«hu«d 
• • .

-  Jijly 3 
- 11

July I 
• 11

1st Chang*

InirM M ii Beouritiee -  July 1 
• " • 11

S«t 6hn|i

ftMpl laming A u iti -  July I 
w m m m

■■■■&

le t Change

Comparison of Weekly if«ng«
♦f in riix  i n t i

las. 28, 1927 U  July 11, 1928 
8mm period 1927 
Btttlr* y««r 192?

*•* Change t r m  imi p tried 1927 
• • • entire y*ar 1927

IWWjPft t* ! « » * «
*Hy 11, 1928

j | r  u ,  i fn
, IH  Change ■

Boston

|82,367
58,348

24,019-

24,881
24,915

34*

7,577
7,617

40*

114,825
90,880

23,945-

111,696
71,599
79,546

40,097*
32,150*

90,880
53,4*8

37,402*

Nev York phila. Cleveland Riohnond Atlanta Chicago St.Louis Minn. Kan. City Dallas Ban Fran* Totals
$436,537

449,633
$106,008

85,748
$116,135
101,103

$50,571
53,411

$63,933
66,520

$181,089
138,523

$54,337
47,292

$8,135
7,933

$23,733
19,379

$11,910
11,479

156,255
49,899

$1 , 191,010
1 ,089,268

13,096* 20, 260- 15,032- 2,840* 2,587* ♦2 ,566- 7,045- 202- 4,354- 431- 6,356- 101,742-

49,409
33,486

20,407
20,449

18,789
18,107

9,014
6,740

13,975
13,340

14,354
14,589

322
147

13,183 
12,426

11,485
10,407

12,687
12,003

21,158
21,033

209,664
187,642

15,923- 42* 682- 2,274- 635- 235* 175- 757- 1,078- 684- 125- 22,022-

40,923
40,297

21,609
21,648

33,854
33,898

3,530
3,544

5, 274 
5,205

36,572 
35,728

7.125
7.125

11,024
11,045

18,522
18,558

16, a9 
15,718

17,336
17,382

219,565
217,765

626- 39* 44+ 14* 69- 844- -0- 21* 36* 501- 46* 1, 800-

526,869
523,416

148,024
127,845

168,778
153,108

63,115
63,695

83,182
85,065

232,015
188,840

61,784
54,564

32,832
31,894

53,740
48,344

40,816
39,200

94,749
88,314

1,620,729
1,495,165

3,453- 20,179- 15,670- 580* 1,883+ 43,175- 7,220- 938- 5,396- 1 , 616- 6*435- 125,564-

370,609
246,486
282,822

118,890
81,153
88,085

137,108
109*040
111,895

60,081
40,697
55,679

62,632
48,536
49,115

185,316
152,640
155,812

63,305
57,111
59,695

38,884
32,089
35,537

55,960
53,402
55,562

44,443
40,614
46,416

105,873
103,930
100,415

1,354,797
1,037,297
1,120,579

124,123*
87,787*

37,737*
30,805*

28,068*
25,213*

19,384*
4,402*

14,096*
13,517*

32,676*
29,504*

6,194*
3,610*

6,795*
3,347*

2,558*
398*

3,829*
1,973-

1,943*
5,458*

317,500*
234,218*

523,416
235,498

127,645
87,001

153,108
101,729

63,695
48,744

85,065
55,622

188,840
128,404

54,564
64,120

31,894
29,300

48,344
55,213

39,200
43,998

88,314
95,405

1,495,165
998,51*

287,918* 40,844* 51,379* 14,951* 29,443* 60,436* 9,556- 2,594* 6, 869— . 4,798- 7,091* 496,653*

> e 
& o

m
o  

6 *

OiW:n ;n
C/305

sqamcr for system

Bills Discounted for week $101,742-
Bills Purohased for weak 22,022*
Government Securities for veek 1,800-
Total Earning Assets for week 125,564- 
Comparieon of Weekly Average of Earning Assets Dee. 28, 1927 to

July 11, 1928 with sens period 1927 317,500* 
Comparieon of Weekly Average of Earning Assete Deo. 28, 1927 to

July 11, 1928 with entire year 1927 234,218*
Comparison of Earning Assets July 11, 1928 with July 13, 1927 496,653*
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Authority E .6 .

Exhibit MC"

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

Federal 
Reserve 
Bank

Gross
Earnings

Current
Expenses

Net Deduction 
From Current 
Net Earnings

Available for 
Depreciation 
Allowances, 
Reserves, 

Surplus and 
Franchise Ta;

Boston $ 2,154,332 $ 929,965 $ 384,413 $ 839 , 9 54

New York 7,247,880 3,214,769 1,601,335 2,431,776

Philadelphia 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 , 6 60 188,882 40 3,516

Chic ago 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 126,429,925 $13,539,198 $5,285,404 $7,605, 323

Total for same period 1927 $2,486,736
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Vaiki
Boston Banks

New York 
Dealers

Jan* 4
11
18
25

1 3 ,0 2 ?  
1 2 ,8 5 5  

5*472 
5 ,5 8 4

♦ 1 8 ,2 7 5  
28 ,708  
2 6 ,8 2 4  
1 9 ,2 0 8

♦ 8 ,2 0 2  
20 ,825  

7 ,3 5 1  
4 ,5 6 5

Fab. 1 
8

15
21
29

1 1 ,0 7 1
7 ,5 0 8
1 ,0 8 3
3 ,7 3 6
3 ,4 0 7

40 ,2 2 5
1 4 ,1 1 1

4 ,5 8 4
1 0 ,5 3 1
1 7 ,0 0 3

4 ,9 46
5 ,7 0 2
6 ,1 7 4
2 ,839
3 ,7 6 0

Mar. 7 
14
21
28

4 ,0 1 5
7 ,1 6 2
4 ,529
8*591

15 ,9 9 1
17 ,2 9 0
1 6 ,8 9 1
26 ,1 5 0

2 ,3 75
5 ,2 1 4
2 ,7 3 3
2 ,0 42

Apr* 4
11
18
25

1 0 ,2 5 6
2 1 ,5 4 7
1 3 ,6 3 2
15 ,553

2 1 ,3 4 7
1 5 ,3 0 0
1 9 ,9 9 7
23 ,258

5 ,9 0 3
3 ,7 4 4

10 ,643
6 ,6 2 3

May 2
9

16
23
29

7 ,5 1 0
4 ,7 0 3
1 ,9 4 4
3 ,5 4 «
7 ,5 2 7

2 4 ,7 6  5 
2 0 ,8 8 7  
12 ,772  

9 ,0 4 3  
7 ,4 3 7

6 ,2 5 3
1 0 ,9 3 8

3 ,7 0 2
2 ,4 2 1
1 ,9 2 8

June 6 
13
20
27

2 ,9 6 5
5 ,9 8 2
5 ,0 9 3
8 ,7 2 6

4 ,3 42
3 ,8 6 5
2 ,7 2 7
5 ,5 8 2

3 .8 3 5  
4 ,1 6 5  
4 ,8 1 0
4 .8 3 6

July 3 
11

3 ,0 3 5
8 ,6 6 6

6 ,9 3 3
11 ,122

3 ,7 4 7
2 ,0 69

TOTALS ♦198,729 ♦445,168 ♦152,345

Total

♦ 2 6 ,477  
49 ,533  
3 4 ,1 7 5  
23 ,773

45 ,171
19 ,813
10 ,758
13 ,370
20 ,763

18 ,366
2 2 ,5 0 4
19 ,6 2 4
23,192

27 ,250  
1 9 ,0 4 4
30 ,640
29,881

31 ,018
31 ,825
1 6 ,4 7 4
1 1 ,4 6 4

9 ,3 6 5

8 ,1 77
8 ,0 30
7 ,5 37

10 ,418

10,680
13 ,191

♦597,513

BILLS PURCHASED OUTRIGHT Bv  SYSTEM BY TSEK 
FRO?! DECEMBER 29 , 1927 TO JULY U ,  1928 

(000 Omitted̂

p h i l a ,  C leve la n d  Richmond A tla n ta

♦ 4 ,0 8 3 ♦ 1 ,2 00 ♦ 1, 724 ♦ 241
2 ,1 4 7 2 ,0 80 200 66
4,899 530 130 222
4,696 713 210 83

5,411 1 ,6 1 3 155 152
4,842 2 ,2 7 2 433 32
5 ,177 716 —0 — 457
3,820 809 - 0 - 131
4,641 252 918 98

928 1,9 09 244 107
2,342 330 215 105
2 ,9 21 723 270 4
2,409 714 - 0 - 30

6 ,4 76 795 450 348
3 ,853 184 100 107
7 ,770 500 122 6c
5 ,500 - c - 398 203

3,366 727 - r - 5
4 ,771 100 1,► 134 184
3 ,3 6 4 507 73 5 411

755 636 50 126
714 198 165 139

883 1 ,0 0 7 127 - 0 -
2 ,283 531 491 - 0 -
1 ,5 24 977 506 31
2 ,967 1 ,226 178 -C -

2,088 1 ,0 07 - 0 - - c -
2 ,140 1 ,3 57 342 6

♦96,770 $25,663 ♦9 r», cy t ♦3,353

Chicago

♦ 2 ,8 9 7  
1 ,2 9 3  
2 ,3 2 0  
5 ,023

5 ,713
4,393

388
1,356
2,109

1 ,738
2 ,536
2 ,8 4 0
1,676

7,849 
2 ,041  
<-,89? 

62 2

2,025
2,319
1,568
3,539

187

517
336
439
925

37
1 ,3 42

$ 6 2 ,9 3 1

A ctual change ia  System 's hold in gs during Fe riod
Based e x c lu s iv e ly  on Now Y ork 's  o p e r a t io n ,  change would uove been

Outri -c ht
* 1 3 2 ,0 0 0 -

1 8 9 ,; CO-

INCREASE o r  DECREASE 
in  H o ld in g s  

In c lu d in g  S a le *  C on tra cts

Dealers Operations 
With 

Other Districts
»Tew York System

D a lla s S&r. Fran. Totals Operations Operations Re ceired Sent

t  1 ,149 $ 3 ,1 6 4 ♦ 4 3 ,964 ♦ 4 ,4 0 0 - ♦ 1, 600+ ♦ 2 ,7 73 ♦ 7 ,6 5 8
1 ,7 1 1 2 ,7 00 7 2 ,5 8 5 1 ,9 0 0 * 5,400+ 1 ,8 35 12,008

779 2 ,3 0 4 50 ,831 1 3 ,7 0 0 - 2 3 ,5 0 0 - 1 ,5 0 5 7 ,3 2 0
506 1 ,2 7 5 41 ,873 1 5 ,5 0 0 - 2 1 ,7 0 0 - 2 ,836 9 ,9 01

1 ,0 4 2 2 ,3 6 7 7 2 ,6 9 5 30,700+ 30,000+ 4,962 9 ,9 23
762 ■1,099 4 1 ,1 5 4 1 3 ,3 0 0 - 8 ,1 0 0 - 5 ,299 9 ,5 26
210 1 ,0 53 19 ,842 15, 20 0 - 1 4 ,5 0 0 - 3 ,337 3 ,4 63
584 439 24 ,245 2 ,1 0 0 - 1 ,5 0 0 - 2 ,461 6 ,8 27
27; 1 ,6 49 34 ,112 9 ,3 0 0 - 9 ,5 0 0 - 3 ,631 4,802

1, 259 1 ,0 0 1 29 ,567 G ,7 00 - 5 ,3 0 0 - 2 ,3 8 4 4,437
1 ,1 5 2 1 ,6 7 0 38 ,0 6 6 7 ,700+ 4,900+ 1 ,3 13 5 .061
1 ,0 3 4 4 ,968 36 ,913 1 0 ,5 0 0 - 1 0 ,6 0 0 - 1 ,916 6 ,091

926 997 4 3 ,535 12,600+ 13,500+ 919 10 ,736

231 2 ,2 9 7 5 6 ,002 2, 30 0 - 2 ,5 0 0 - 5 ,7 46 12,589
1 ,3 7 7 1 ,7 0 4 49,9 7” 1, 600- 18 ,000+ 1 ,0 7 5 17 ,812
1 ,0 41 4 ,8 2 0 63 ,493 3 0 ,5 0 0 - 10, 800- 877 10 ,170
1 ,1 3 2 3 ,3 91 56 ,630 1,200+ 15, 1CC-+ 106 12 ,537

1 ,3 6 4 1 , 4^9 47 ,474 3 ,8 0 0 - ' 8 ,215 6, 713
638 ’ 278 45 ,952 1, 600+ 2,000+ <*,146 3 ,3 2 4
608 3 ,1 2 0 28 ,721 1 9 ,2 6 6 - 1 7 ,8 1 2 - 2 ,7 63 5 ,9 22
865 554 21 ,537 3 4 ,6 6 6 - 1 6 ,7 3 0 - 3 ,8 7 2 4 ,7 60
750 219 1 ? ,2 6 4 2 1 ,6 1 7 - 2 6 ,5 7 4 - 2 ,1 6 6 5 ,2 73

1 ,3 70 1 ,8 2 6 16 ,872 3 4 ,5 8 3 - 3 7 ,5 9 4 - 5 ,0 70 4 ,0 47
829 786 19 ,268 2 6 ,7 4 6 - 2 5 ,9 7 7 - 5 ,5 8 4 4 ,861
66 5 3 ,5 4 2 20 ,314 1 6 ,4 7 1 - 1 6 ,5 3 5 - 3 ,873 6 ,0 4 4
969 1,216 26 ,625 5 ,5 4 9 - 4 5 0 - 1 ,559 7 ,3 96

1 ,1 08 2 ,276 2 0 ,2 3 1 136+ 1 3 ,7 6 8 - 4 ,4 97 4 ,5 03
643 4 ,6  53 32 ,340 2 2 ,7 6 8 - 2 2 ,0 2 2 - 2 ,8 46 7 ,1 8 8

$25,029 ♦56,837 $ 1 ,0 7 4 ,1 2 2 ♦227 ,7 3 0 - ♦ 1 97 ,6 6 2 - ♦88,566 ♦210,912

Sal es 
C ontracts
iS5T7B>-

4 8 ,2 0 0 -

Net
Chsnge

#TT7T7oo-
2 3 7 ,7 0 0 -
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declassified

Authority E.6.1235fc

Exhibit nD (a)"1

MATURITIES OF BILLS PURCHASED BY THE SYSTEM 

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

EXCLUDING SALES CONTRACTS

(000 OMITTED)

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

Boston $ 50,172 $ 44,358 $ 93,678 $ 10,521 $ 198,729

New York 267,0 59 155,539 150 , 96 5 23,950 59 7,513

Philadelphia 16,685 29,561 50 , 524 0 96,770

Cleveland 727 9,063 12,585 1,288 23,663

Richmond 3,100 2,833 3,364 0 9,297

Atlanta 959 1,004 1,386 4 3,353

Chicago 17,408 31,999 13,524 0 62,9 31

Dallas 4,427 6,761 7,094 6,747 25,029

San Francisco 13.852 -  .1&1-522 21.440 3.023 56.837

Totals $374,389 $299,640 $354,560 $45,533 $1,074,122
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DECLASSIFIED
Authority E .G . U3S£?

MEMORANDUM FOR OPEN MARKET INVESTMENT COMMITTOR V / f/ lT
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 expenses and dividends and also charge-offs for the second six 

months of the year# It w ill be noted that with one exception the present indications 

are that every bank w ill fully earn its expenses, dividends and charge-offs* That 

bank, San Francisco, has estimated gross earnings for the second half of the year 

as only approximately one-half the actual earnings for the first half of the year# 

This estimate would appear to be very conservative and it seems probable, therefore, 

that the actual net earnings of this bank w ill be somewhat in excess of the estimate.

During the past three years the earnings of the system have been but a \ 

comparatively small amount above requirements for expenses, dividends and charge* 1 

offs, so that it has been necessary to distribute earning assets with considerable j 

care in order that every bank might approximately earn its requirements* This year |
\

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

the system of over §13,000,000*

The question presents itse lf, therefore, as to whether the committee should 

undertake to distribute earning assets in such a manner as would result in a dis­

tribution of NET EARNINGS in the ratio of expenses, dividends and charge-offs, or 

whether, after satisfying itse lf that a ll banks w ill safely earn their charges, it 

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

earnings.

During the past three years it has been the policy during the first half 

of e^Oh year to distribute a ll 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 i s to say, the committee has taken into 

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

purchases by the committee*
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d e c l a s s i f i e d

Authority E . 6 .  1235k

J
2

‘Two courses present themselves*

First; Shall the committee effect such a distribution 

of earning assets as will distribute the NET EARNINGS of the s-ystem 

for the year as nearly as possible in 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 figures 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 it 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’ If this plan is followed it is probable that only minor adjust­
ments, if any at all, will be necessary in the present ratios during 

the remainder of this year.

The following of the latter course is suggested*
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DATA REGARDING EARNINGS, EXPENSES AND REQtn REMEN rS OF *73*RA1. ®SS'.!RVS BATKS BASKT> O’ ! FIGURES FURIH SHED THE CPm V/.iy^T IMVESIVENr COMMITTEE
AS AT THE CIO?? PUSIMgss PJME 30, 1928 __________________________________________________________

fTiiis'" statement fo r  departmental records only)

<1)

TEAR 1 9  2 8
BOS TOM

Actual fo r  6 month* 
Estimated » « « 

T otal

NEW YORK
Actual fo r  6 months 
Estimated "  • » 

Total

PHILADELPHIA
A ctual fo r  6 months 
Estimated " 6  "  

Total

CLEVELAND
Actual fo r  6 months 
Estimated • ■ , • 

T o ta l

RICHMOKD
Actual fo r  6 months 
Estimated "  "  "

T o ta l

1TLAKTA
Actual fo r  6 months 
Estim ated "  M H 

T o ta l

CHICAGO
Actual fo r  6 months 
Estimated "  "  "  

Total

ST LOUIS
Actual fo r  6 months 
Estimated "  " " 

Total

UNNKAPOLIS
Actual fo r  6 months 
Satim aied "  "  "  

Total

KANSAS CITY
Actual fo r  6 months 
Eŝ i*ai<jd " M " 

T otal

PAISAS
Act ial fo r  6 months 
Estimated "  "  "

Total

SAi; FIlÂ IOl f)C0
Actual f c r  6 months 
Estimated " " " 

Total

(TTOeb
Earnings

♦2,154

7,248
8.219

♦It & f

2,254 
2.466 

♦ 4,720

2,625
2.650

1,179
1.18

♦273

1,213
1.482

3,768
3.020

1C755

1,228
1.470

w m

758
6C C 

1,366

1,166 

42,228

827
876

F 7 to3

2, CIO 
1.060

(2)

Expenses
and

Dividends

♦1,314
1.226

T & K

4,316
■fliai
•9,397

1,497

3,044

1,824
> 8 0 0

934
988

SYS IT?' TOTALS 153, 126

(3 )

Estimated
Year-end
Charge-

(4)

Nat

V )

Ratio o f 
Expenses 

Dividends 
and Charge- 

o f f s  to 
S ystem

o f f s  Earnings Total

| 840 
1.281 

|?,l21 6 1/ 2*147

(6)
D istribution  
o f »!et Earn­
ings on 

Ratios o f 
Expenses 
Di vidend 3 

and 
C harge-offs

860

(V
Est irrri'el
earnings 
fr o -  "o v 't  
Security 
Holdings 
Last Six 
Months 1928

134

(8)
Estimated 
Earnings 

from 
B il ls  

Purchased 
Last Six

(9 )

Estimated Warn­
ings fror. B i l l s  
Di scounted and 

” incellaneous 
Sources 

> Last Six
Vonths 1928 Months 1928

2.432
3.164

474 ♦5,594 24 1 /2*

117

293

757
802

* 1 ,^ 9  8 i

801
557

1T7K9 10 *

245
79

3,242

1,058

1,323

6i;

265

592

52

685

730

414

425

168

1,835

6,874

1,687

1,633

969

(10)
Amount o f Earn­
ings Required 

from B i l l s  
Purchased During 
Balance o f Yeer 

t o  E f f e c t  
P r o p s  r 

D i s t r i. c ution

576 Over

f11) (12> (13)
Amount o f Earn­
ing s Required 
frotr. other Thar.
C ov't sac.During 
welnr.c- o f Year 

Ratio: t c  E f f e c t  Ratios
o f P ro  pe r

C ol. 10 D i  a t r i  b ution

5 1/ 2%

1,624 Over

87 Over

390 6*

1,259

5,250

1,600

2,023

*1,92* 122 4 “J?! 5 * 66 2 506 8* 1, **5

810
787

V7W 258 I
403
437'TO' 4 1/2* 595

149 268 1,065
23 l / 2 i 1,088

2,629
2.446

j 778

1
Short

4
,139
204
w 14 1 /2 * 1,913

694 317 2,009
1,300 20* 3,309

934
842

*1,776 187 4
294
441

5 * 662
129 1.. K. 1,340

72 0v*j r 0 1,268

63C
601

41,231 9?
Short

♦

128
85

3 1/2% 463
202 241 165

661 10< 926

1,029
1.010

*2,039 168
S.iort

137
116
TT 5 l /2 < 728

349 213 500
920 14 1/24 1 , 420

796
750

42

31
34

*TT5 4 * 529
282 275 219

689 10 i / ? . i 903

1,612

310

398
Short 814 
Short^4i5 9 * 1,191

297 364 399
1,971 30 i/2* 2,370

$36,967 *2,9*8 *13, 2a 100* ?13,2ol |3,960 *4,101 $6,460 l'V  ' *22,79b

23 %

6 1/ 2%

5 %

14 1/2%

3 l/2 <

>C
& . o

«  g.i 
m o  
*0 > \

t r  rti
o

Reproduced from 
the 

Unclassified 
I Declassified 

Holdings of the 
National Archives

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
P

d e c l a s s i f i e d

Authority E .6 .1 2 3 5 k

July 17, 1928.

THE CREDIT SITUATION f^BOA-HD
jl 'L 1^ ,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 million 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 o f^red it expansion, fa* -  

gpeculfiti'hrn vmm 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 borrowings and s t i l l  

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 acceptances).

Testing the Credit Situation

The present high money rates are testing the credit situation and it  

seems reasonable to believe that pressure w ill be felt most at the weakest point, 

whether this is the prices of industrial securities, the volume of new issues, the 

amount of new building, or whatever else* It  seems likely that a brie f period of
/t J ua cJr

is 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 bt credit, which with the exception of a tem porary rise
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2

at the f ir s t  o f  July has shown no increase since the early part o f  May, The 

volume o f  new long time security  issues also shows some sign o f  pause, and security  

prices o f  various types are considerably lower than they were early  in May*

E ffect on Business

I f  the present high in terest rates are continued for several months i t  

seems probable that business a ct iv ity  may be a ffected  s ix  months or a year from 

now. The evidence for th is p rob ab ility  may be summarized b r ie f ly .

1 , Charts o f  business volume and interest rates since 1900 show

that continued high rates have almost invariably been fo llow ­

ed by business declines after a lag o f  s ix  months to a year,

2. A reasonable explanation is found in tne re s tr ic t io n  o f  new en­

terp rises by high money rates®

(a) High money rates discourage speculative building con­

struction -  as indicated by declines in building 

3 ix  months to a year follow ing high money ra tes .

(b ) High money rates tend to discourage new financing,

which would lead to business a ctiv ity  s ix  months to 

a year d istan t.

3* Present business conditions may be p ecu lia rly  susceptible to re­

s tr ic t io n  o f  cre d it .

(a ) There was considerable unemployment la st  winter* Out­

door work, p articu larly  bu ild ing, has largely  ab­

sorbed surplus labor, but factory  employment has in­

creased very l i t t l e .  When outdoor work slackens, 

further unemployment is  at best a danger.

(b ) Any considerable unemployment w ill give installment s e l l ­

ing it s  f i r s t  considerable t e s t .
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Authority E . 6 .  1235k

3

It should be noted, however, that high money rates have not continued 

long enough for any noticeable adverse effects. On the contrary, the figures 

which would first reflect adverse consequences show that -

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

tracts has broken a ll 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 a ll previous

records, as shown by the following table:

(In millions of dollars)

First
Six

Months Domestic Foreign Total

1925 3,130 571 3,701
1926 3,436 616 4,0 52
1927 4,508 786 5,294
1928 4,528 1,135 5,664

The foregoing figures suggest perhaps an excess rather than a deficiency 

of new undertakings. A lit t le  slower pace would probably be wholesome. There is 

beginning to be some evidence that the pace is in fact slowing down. Just in re­

cent weeks new issues have diminished.

Effects on World Finance

In recent months European money centers have not been adversely affected 

by high rates here, largely because of extraordinary movements of funds connected 

with the French reconstruction* A more normal relation between rates and movements 

of funds is now beginning* Sterling has declined steadily since the French stabi­

lization. The exchanges are s t i l l  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 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 

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 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 about somewhat easier credit conditions, without at the 

same time encouraging a renewed expansion of credit* It seems particularly desir­
able that money should be somewhat more easily available for the crop moving seasont 

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 rates are low relative to

open market rates, and offer encouragement 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 Reserve 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 (|uantities that they will be absorbed either -

(a) In meeting seasonal needs for additional credit; or
(b) In reducing the amount of indebtedness at the Reserve

Banks •
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CONFIDENTIAL July 1988»

lpMORAOTPlt TO THE OPEM MARKET INVESTMUMT COMMITTEE

Interest Rates

Interest rates are higher today than at any time eince 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 million 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 of excessive credit exr* 

pansion* 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 borrowings and s t i l l  

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 acceptances)*

Testing the Credit Situation

The present high money rates are testing the credit situation and it seems 

reasonable to believe that pressure w ill be felt most at the weakest point, whether 

this is the prices of industrial securities, the volume of new issues* the amount of 

new building, or whatever else* It seems likely that a brief perio-d of rates at 

present levels is 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 of credit* which with the exception of a temporary rise
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



1924 1925 1026
Weekly Rates in the New York Money Market.

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
d e c l a s s if ie d

Authority E .6 . (235k

2

at the f ir s t  o f  July has shown no increase since the early part o f  May* The 

volume o f  new long time security  issues also sho\vs some sign o f  pause, and security  

prices o f  various types are considerably lower than they were early  in May*

E ffect on Business

I f  the present high in terest rates are continued for several months i t  

seems probable that business a c t iv ity  may be a ffected  s ix  months or a year from 

now. The evidence for th is  p robab ility  may be summarized b r ie fly *

1. Charts o f business volume and interest rates since 1900 show

that continued high rates have almost invariably been follow ­

ed by business declines a fter a lag o f  s ix  months to a year,

2. A reasonable explanation is found in the re s tr ic t io n  o f  new en­

terp rises  by high money rates*

(a) High money rates discourage speculative building con­

struction  -  as indicated by declines in building 

s ix  months to a year follow ing high money ra tes .

(b ) High money rates tend to discourage new financing,

which would lead to business a ct iv ity  s ix  months to 

a year d istan t,

3. Present business conditions may be p ecu lia rly  susceptible to re­

s tr ic t io n  o f  cre d it ,

(a ) There was considerable unemployment last winter* Out­

door work, particu larly  build ing, has largely  ab­

sorbed surplus labor, but factory  employment has in­

creased very l i t t l e .  When outdoor work slackens, 

further unemployment is  at best a danger,

(b ) Any considerable unemployment w ill give installment s e l l ­

ing it s  f i r s t  considerable t e s t .
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It should be noted, however, that high money rates have not continued 

long enough for any noticeable adverse effects. On the contrary, the figures 

which would first reflect adverse consequences show that -

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

tracts has broken a ll 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 a ll previous

records, as shown by the following table:

(In millions of dollars)

First
Six

Months Domestic Foreign Total

19 2 5 3,130 571 3 , 701
1926 3,436 616 4,052
19 2 7 4, 50 8 786 5,294
1928 4,528 1,135 5,664

The foregoing figures suggest perhaps an excess rather than a deficiency 

of new undertakings, A lit t le  slower pace would probably be wholesome* There is 

beginning to be some evidence that the pace is in fact slowing down. Just in re­

cent weeks new issues have diminished.

Effects on ¥forld Finance

In recent months European money centers have not been adversely affected 

by high rates here, largely because of extraordinary movements of funds connected 

with the French reconstruction* A more normal relation between rates and movements 

of funds is now beginning* Sterling has declined steadily since the French stabi­

lization, The exchanges are s t i l l  genersilly high, but long continued high rates

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives
d e c l a s s i f i e d

Authority E .6 . 1235k

4

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 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 

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 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 about somewhat easier credit conditions, without at the 

same time encouraging a renewed expansion of credit. It seems 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 rates are low relative to 

open market rates, and offer encouragement to borrow.

2. The present volume of rediscounts is now so large that banks find 

it very d ifficu lt to keep out of debt at the Reserve Banks and 

the tradition against borrowing, which has been the principal 

source of effectiveness of Federal Reserve 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 w ill be absorbed either - 

 ̂ / (a ) In meeting seasonal needs for additional credit; or
X x (b ) In reducing the amount of indebtedness at the Reserve 

Banks*
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F e d e r a l  R e s e r v e  B a n k

o f  N e w  Y o r k

July 6, 1928#

Dear Governor Platt

Referring to your letter of Ju3y as the

?v

suggested date for the meeting of the Open Maiket 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.

Honorable Edmund Platt,
Vlee Governor, Federal Reserve Board, 
Washington, D. C*
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July 3, 1928

Bear Hr* Cases

With reference to your two letters o f Junq 38tt$ and 
particularly the second one/su^gesiini~July 18th as a ®>od 
date for the next 0£>«a Market Conmdttee meeting, I may say 
that this date will he satisfactory to me and to Mr* James* 
U r* Miller you have already heard frosu I hare mentioned 
this date in letterg to Governor Young and to Mr* Homlin 
hat do not yet know definitely whether Governor Young will 
he hack here that time bit am pretty sur© that he intends 
to*

Tours very truly

Tice Governor#

Mr* J. H. Case, Deputy Governor 
Federal Be serve Bank,

Jkw Tork, Hew York*
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F e d e r a l  R e s e r v e  B a n k  

o f  N e w  Y o r k

June 28, 1928,

Dear Governor Platts

Since dictating my letter this moiming ion the subject of 

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, as you know, was in the bank today.

Dr. M iller suggests that probably Wednesday, July 18, 

would be far enough removed from the heavy turnover which is expected 

to take place early in July, to enable us to get a pretty clear picture 

of credit conditions. Governor Young, I understand, is likely to be 

back in Washington at that time; and as I  also understand that Dr. 

Miller is planning to leave his office for a short holiday during the 

latter part of that week, the July 18 date suggested by Dr. Miller 

would appear to be a suitable one.

W ill you be good enough to discuss the matter with your 

associates and let me know i f  July 18 w ill be satisfactory. I f  they 

are a l l  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 a date for the meeting has been fixed.

Veiy truly yours,

J. H. CAfci;,
Acting Chairman,

Honorable Edmund Platt, Open Market Investment Committee.
Vice Governor, Federal Reserve Board,
V.ashington, D. C.
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F e d e r a l  R e s e r v e  B a n k

o f  N e w  Y o r k

June 28, 1928

Dear Governor Platt:

At its  recent meeting held in Washington on May 25, 1928,

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."

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 i f ,  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 ca ll 

money) is likely to hold until the early part of July, and, i f  you can 

see no objection, I should be inclined to defer calling a meeting of the 

committee at least for the present.

In view of the absence at this time of Governor Young and

Veiy truly yours,

Acting Chairman,
Open Market Investment Committee

Honorable Edmund Platt,
Vice Governor, Federal Reserve Board, 
Washington, D. C.
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