Jamary 28, 1928

mun»mmmmmormnura_mz?/m

closing a memorandum prepared by you in referonce to ,

desk is a bit erowded and I would prefer not to get into & lengthy diseussion
of this subjeet by correspondence, bub I am attempbting to eover tht past six
months briefly.

memmnmuumﬁm;mmmmmwhnm
mmmrummsmmzm You will also reeall that practically

only reason for ¢onsenting was besause of a national or internatiomel nimtin.
Whether the action of the System brought about what has oseurred, or whether

the System was fortunate enough to antieipate what was going to happen, I am
not prepared to say, but in =my event, by the middle of November ita objestive,
qmwmmmhtcm&m,mmm Singe that time the
System ,mmmttmpmmmmmwmmwm
ment seeurities. kmm,ummam.wumh part of
Hovember and sll of Deceuber, the System was taking money outl the market.

In the early part of Jumuary there was a meeting of the Open Marw
ket Committee in Washington and it was the unanimous opinion of that comittee
that Tirmer money rates were desirables An informal d&mniaetum

B

&

muﬁmmmmmmmmMauwmmmmw
sirables The committoe in ite reconmendations asked euthoridy to sell a specie
fied emount of Governmeant securities to the market. The Board, by resolution,
authorized the comittee o sell from the open market holdings an unlimited

smount and it also authorized the temporary purchase of securities o cover any
unforesesn emergensy thet might develops The results are thet up %o the present
writing the System has disposed of about $121,000,000 of Government securities.
Up 0 a week ago this action apparently had dbut little effect upon money rates.

The Chicago bank fixed ite rate at 4% end laid it before the Board
for review end determination. The review by the Board wes not an impulsive one,
but covered three or four days, and wos epproved almost unanimously. Chicago's
reason for changing the rate was just the same as it was in August of last year
for not lowering the rate., It is extremely difficult o give the Board's reason
for approving the Chicago rate because one membeyr approved it for one reason and
another for another reason, All I can do is %o state why I spproved it:
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1. The program of the Open Market Camittee in July had aceonplished
its purposes

2:, I do not believe uniform rates in the System are salways pecessary,
B TFour percent is a more normal rate in the Chisago distriet than Bif.

4+ I wes assured that the foreign situation was taken care of and that
there was no further need for considerction or essistanse from this
country.

B. If the Open Market Conmittee had unanimously agreed upon firmey
rates and no Federal reserve bank interposed wun objection to such proe
- gramy; I felt it was only a question of time until rediscount rates
would have {0 be ruised anyway.

B I felt that the Chicago directors were better eble to determine
what was adyisable in their own distriet than I wase

7« The only thing that made me hesitate was the possibility of c¢hile
ling businesss The majority of Federal reserve people with whom I
$allced assured me that a raise would have but very little if any
effect upon business.

cago's aotion.

To be coneise, I could £ind no good reason for disapproving Chie

‘Atmmmew.IhmmmﬂmWﬁtmwmmm
tremely complisated problems One factor is seldom o debermining factor. liany
things mist be taken into consideration. I have also observed that no definite

formulas can be used thet is applicable et all $imes and undey all conditions.

We had a wire from a western reserve bark the early pert of this
week asking what the Board desired %o have the bank do in reference to rediscount
ratess I replied by stating that the Board wanted the directors of that particu-

lar reserve bank to use their own good jJudgment.

I assume that your inquiry wes made for a specific reason and ell
I can say %o you is thet the Boord would be very glad to have your directors con-

sider the question at their next meeting and act sccording to their good Judge
ments :

I have written 50 you a more or less eonfidentlal letter and I
though I have nc objeetion to sequalnting your directors with its contental

Yours very tmuly,

{(Signed) R. A, Yourg
Mrs, Re Lo Austin, Chairman, Re A« Young,
Federal Reserve Bauk, Goverror.
Philadelphia, Pennsylvaniae
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would appregilate it wvery much you would use the gontents with diseretion, al-





