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Principal Federal Reserve Policy Actions, 1971: Digest

Period, or
announcement date

January 7

January

January 15

Action

Reduced the discount rate from 5Vi per cent
to 5lA per cent at 10 Reserve Banks, effective
January 8. (By January 15, the 5V4 per cent
rate was in effect at all Reserve Banks.)

Directed that System open market operations
be conducted with a view to maintaining bank
reserves and money market conditions consist-
ent with the objective of promoting accommo-
dative conditions in credit markets and mod-
erate expansion in monetary and credit aggre-
gates.

Amended Regulation M to permit U.S. banks
to count toward maintenance of their reserve-
free Euro-dollar bases any funds invested by
their overseas branches in Export-Import Bank

Purpose

To bring the discount rate
into better alignment with
short-term interest rates, which
had declined further since the
previous reduction in the dis-
count rate was announced on
November 30.

To foster financial condi-
tions conducive to the resump-
tion of sustainable economic
growth, while encouraging an
orderly reduction in the rate
of inflation and the attain-
ment of reasonable equilibrium
in the country's balance of
payments.

A further step to temper the
adverse impact of Euro-dollar
outflows on the U.S. balance
of payments.
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January 18

Early February
through early
April

February 12

securities offered under the program announced
on January 15 by the Export-Import Bank. For
those banks that have had a minimum (3 per
cent of deposits) reserve-free base, postponed
for 4 weeks, through the computation period
of February 17, 1971, the application of the
automatic downward adjustment of their bases.

Reduced the discount rate from 5lA per cent
to 5 per cent at 6 Reserve Banks, effective
January 19. (By January 29, the 5 per cent
rate was in effect at all Reserve Banks.)

Directed that System open market operations
be conducted with a view to maintaining pre-
vailing money market conditions while accom-
modating downward movements in long-term
rates, with a provision for modification of op-
erations if it appeared that the monetary and
credit aggregates were falling short of (after
early March, deviating significantly from) the
growth paths expected.

Reduced the discount rate from 5 per cent to
4% per cent at 11 Reserve Banks, effective
February 13. (By February 19, the 4% per
cent rate was in effect at all Reserve Banks.)

To take into account the
further declines that had taken
place in short-term market
rates.

To foster financial condi-
tions conducive to the resump-
tion of sustainable economic
growth, while encouraging an
orderly reduction in the rate
of inflation and the attainment
of reasonable equilibrium in
the country's balance of pay-
ments.

To accord with the System's
recent practice of making small
changes in the discount rate to
keep it in closer alignment
with short-term market rates.
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Principal Federal Reserve Policy Actions, 1971: Digest—Continued

Period, or
announcement date

April 1

Early April
through early
May

Early May through
late August

Action

Amended Regulation M to permit U.S. banks
to count toward maintenance of their reserve-
free Euro-dollar bases any funds invested by
their overseas branches in U.S. Treasury se-
curities offered under the program announced
on April 1 by the Treasury.

Directed that System open market operations
be conducted with a view to attaining tempo-
rarily some minor firming in money market
conditions, while continuing to meet some part
of reserve needs through purchases of coupon
issues in the interest of promoting accommo-
dative conditions in long-term credit markets,
with a provision for modification of opera-
tions if it appeared that the monetary and
credit aggregates were deviating significantly
from the growth paths desired.

Directed that System open market operations
be conducted with a view to maintaining bank
reserves and money market conditions consist-
ent with the objective of achieving more mod-

Purpose

To temper the adverse im-
pact of Euro-dollar outflows
on the U.S. balance of pay-
ments.

To foster financial condi-
tions conducive to the resump-
tion of sustainable economic
growth, while encouraging an
orderly reduction in the rate
of inflation, moderation of
short-term capital outflows,
and attainment of reasonable
equilibrium in the country's
balance of payments.

To foster financial condi-
tions conducive to the resump-
tion of sustainable economic
growth, while encouraging an
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July 15

Late August
through late
September

August 24

erate growth in monetary aggregates over the
months ahead, while taking account of devel-
opments in capital markets.

Raised the discount rate from 4% per cent
to 5 per cent at 4 Reserve Banks, effective July
16. (By July 23, the 5 per cent rate was in
effect at all Reserve Banks.)

Directed that System open market operations
be conducted with a view to achieving bank
reserve and money market conditions consist-
ent with the objective of achieving more mod-
erate growth in monetary and credit aggregates.

Amended the continuing authority directive
with respect to domestic open market opera-
tions to authorize outright operations in Fed-
eral agency securities.

orderly reduction in the rate
of inflation, moderation of
short-term capital outflows,
and attainment of reasonable
equilibrium in the country's
balance of payments.

To bring the discount rate
into better alignment with
short-term rates, which had
increased, and to reflect the
Board's concern over the con-
tinuation of substantial cost-
push inflation in the economy.

To foster financial condi-
tions consistent with the aims
of the Government's new eco-
nomic program, including sus-
tainable real economic growth
and increased employment,
abatement of inflationary pres-
sures, and attainment of rea-
sonable equilibrium in the
country's balance of payments.

To widen the base of System
open market operations and at
the same time add breadth to
the market for agency issues.
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Principal Federal Reserve Policy Actions, 1971: Digest—Continued

Period, or
announcement date

Late September
through mid-
November

November 10

Mid-November
through mid-
December

Action

Directed that System open market operations
be conducted with a view to achieving bank
reserve and money market conditions consistent
with the objective of achieving moderate growth
in monetary and credit aggregates, taking ac-
count (through mid-October) of developments
in capital markets.

Reduced the discount rate from 5 per cent to
43A per cent at 7 Reserve Banks, effective
November 11. (By November 19, the 4% per
cent rate was in effect at all Reserve Banks.)

Directed that System open market operations
be conducted with a view to achieving bank re-
serve and money market conditions consistent
with the objective of promoting somewhat

Purpose

To foster financial condi-
tions consistent with the aims
of the new governmental pro-
gram, including sustainable
real economic growth and in-
creased employment, abate-
ment of inflationary pressures,
and attainment of reasonable
equilibrium in the country's
balance of payments.

To bring the discount rate
into better alignment with
short-term rates generally, in
recognition of the reductions
that had taken place in those
rates.

To foster financial condi-
tions consistent with the aims
of the new governmental pro-
gram, including sustainable
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greater growth in monetary and credit aggre-
gates over the months ahead.

December 3

December 10

Mid-December
through year-end

Reduced the margin requirement for pur-
chasing or carrying stocks from 65 per cent to
55 per cent, effective December 6.

Reduced the required deposit on short sales
from 65 per cent to 55 per cent, effective
December 6.

Reduced the discount rate from 434 per cent
to 4Vi per cent at 4 Reserve Banks, effective
December 13. (By December 24, the 4Vi per
cent rate was in effect at all Reserve Banks.)

Directed that System open market operations
be conducted with a view to promoting the
degree of ease in bank reserve and money mar-
ket conditions essential to greater growth in
monetary aggregates.

real economic growth and in-
creased employment, abate-
ment of inflationary pressures,
and attainment of reasonable
equilibrium in the country's
balance of payments.

To be less restrictive in
view of the moderate level of
outstanding stock market cred-
it and the absence of indica-
tions of the excessive use of
such credit.

To recognize the prevailing
levels of market interest rates
and to assist the progress of
economic expansion.

To foster financial condi-
tions consistent with the aims
of the new governmental pro-
gram, including sustainable
real economic growth and in-
creased employment, abate-
ment of inflationary pressures,
and attainment of reasonable
equilibrium in the country's
balance of payments.

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

1971


