A meeting of the Federsl Open Market Committee was held in the

offices of the Board of Governors of the Federal Reaerve Systam in

Washington on Wednesdey, July €, 1960, at 10:00 a.m.
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Martin, Chairmen 1/
Heyes, Vice Chairman
Belderston

Bryen

Fulton

King

Leedy

Mills

Robertson

Shepardson

Szymczak

Leach, Alternate Tor Mr. Bopp

Meggrs, Allen, Irons, snd Mengels, Alternate Members

of the Federsl Open Market Committee

Johne, President of the Federsl Reserve Bank of
St. Louis

¥r. Young, Secretary

My, Sherman, Asslatant Secretery

Mr. Kenyon, Assietent Secretary

Mr, Hexter, Assistent Genersl Counsel

Mr. Thomas, Economist

Megsrs. Brendt, Easstburn, Marget, and Tow,
Associete Econcmists

Mr. Rouse, Hensger, System Open Market Account

Mr. Molony, Asslatant to the Board of Governors

Mr. Koch, Adviser, Divisicn of Rerearch and
Statistics, Board of Governors

Mr. Kelr, Chiefl, Government Finence Ssctiom,
Tivision of Research end Statiatlics, Board
of Governors

Mr. Knipe, Consultent to the Cheirman, Board of
Governors

1/ totered at point indiecsted in minutes,
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Mr. BHilkert, Firat Vice President, Federal Reserve
Bank of Fhiladelphia

Mr. Hicknen, Senior Vice President, Federal Reserve
Bank of Cleveland

Measrs. Mitchell, Peene, end Einzig, Vice Presidents
of the Federal Reserve Bonks of Chicago,
Minneapolis, and Sen Francisco, respectively

Mr. Willis, Fconomlic Adviser, Federal Reserve Bank
of Bostom

Messrs. Gelnes snd Black, Agsistant Vice Presidents
of the Federsal Reserve Banks of New York and
Richmond, respectively

Mr, Holmes, Mansger, Securities Departiment, Federasl
Regerve Bunk of New York

Mr, Meiga, Benlor Economigt, Federal Regerve Bauk
of 8t. Louis

Upon motion duly made and seconded,
and by unanimous vote, the minutea of the
meeting of the Federsl Open Market Committee
held on June 1k, 1960, were epproved,

Before this meeting there hed been dietributed to the mesbers of
the Committce a repert of open market operations covering the period
June 14 through June 29, 1960, and a supplementary report covering the
period June 30 through July 5, 1960. Copies of both reports have been
placed in the files of the Commitiee.

With further reference to developmentz since the Commitiee meeting
on June 1k, 1960, Mr. Rouse made the following comments:

Since the reeting of the Federsl Open Market Committee o
June 1k, open rcrket operaticas have been mixed, as the Manege-
rent first tried to offset the essing effects of the mid-month
float expension gnd then thurply reversed directicn to provide
funds to ecce e tightening roney morket. The tightening ini-
tially resulted frcm the concentraticn of recerve precsures on
the I'ew York City benks fellcuing the June 15 tcox ¢ste wihen there

vare cizchle Plows of funds to gnd froem Kew York, end erpeclally
a quick ghift of the burden of finaneing Governnent security
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deslers to the New York banks as corporation repurchase mgree-
ments expired on the tax dste. Later in the period, funds were
needed to meet the reserve dreains sssociated with the July 4th
holidey. The net effect of these ressrve gyrations and off-
setting System mctions waz to maintain 8 generally essy tone
in the money market.

In the earlier phase, the Desk was sble to withdraw funds
readily wvithout resort to the market through sales of Treasury
bille to foreign mccounts and bill redempiions; but the later
efforts to supply funds through purchases of bills were more
difficult and eggrevated the trend toward lower bill rates.

With this meeting scheduled todey end the Treasury auction
tomorrow, it was a most unplessant surprise to have the weekend
statistics greet us yeaterdey morning. Instead ¢f free reserves
of over $100 million for the week, we faced pegstive free
regerves of $75 million end an enormous accumulsted reserve
deficit in New York snd a moderate cne in Chicago end only iwo
days left in the statement week in which to repair the demage.
Treasury balance, required reserves, apd float were the prineipal
offenders. Fortunately the securities markets were etrong encugh
to stand it and in the end we were able to make aome amends, but
this morningta first estimate indicstes only smell free reserves,
if mny, for the stetement week on sversge.

The Treesuryts offering of $3.5 billion of tax bills for
suction todey mey eventuslly relieve some of the dowmwaerd push
on bill rates. The prospects are for & successful auctiom with
substantie) bidding by commercial banks interested 1n the Tux
and Loen credit, with rates mentioned in & wide range of 2.55
per ¢ent to 2.80 per cent.

In snother move which will affeet the bill rete structure,
the Tressury in lest weck®s bill suction changed the relation-
ship of three- and six-month bills, incressing the proportion of
gix-month bills in the totel. As a result, the spread between
the three- end six-menth bill rates in Friday's suction widened
to sbout 50 besis points.

An interesting new event 1n the Government securities mar-
Xet is the offering tomorrow of $19.8 million of District of
Coluzbie Stadium Bonds, due in 1979, callsble in 1970 and after,
which sre fully guarsnteed =s to interest and principal by the
United Btates Government. Originsily these bonds were estimated
at ebout $6 millicn end were to have been fully exexpt from
Federal income tax, end seversl syndicetes of mumiclpal deslers
vere therefore orgenized for underwriting purpoces. The underlying
statute wes subsequently cherged to meke the bonds fully taxsble,
but the ssme runicipel syndicates are epperently preparing to bid.
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Some of these syndiestes include Government securities dealers.
Hed it been set up originally es it turned cut, some of the
Government securities deslers would have submitted individusl
bids. Yields around 4.40 per cent to L.U5 per cent are mentiocmed.
We believe the bonds will be traded in the secondary market as
distinct from other Tressury issues, in the seme wey as Merchant
Marine bonds which are not widely treded or quoted by Guvernment
securities dealers becsuse of their relatively small size.

Mr. Leach rsferred to & statement on pege 2 of the report of open
market operatioms for the period June 1k through June 29, 1960, which
indicated thet by the end of the period under review stromg invegtor
denand, sugmented by System purcheses, hed brought rates on the 9l-dsy
and 182-dsy bills to 2.1k end 2.58 per cent, respectively. He glso noted
from page 6 of the report that on June 2k, with foreign accounts buying
heavily, it was decided that s go-arcund would bave an undue impsect on
rates and hence System Account purchases were limited to bills offered by
degiers on their own initistive during the dey. He noted further that
Mr, Rouse, in his oral comments this morning, had stated that efforts in
the latter pert of this period to supply funds through purchases of bills
were rather difficult end sggravated the trend towerd lower bill rates.
Thie seemed to indicate, Mr. Leach ssid, that the buying of bills hed an
tnusually strong effect on rates, more so than it hed had in the past. He
inquired of Mr. Rouse whether it would seem sdvisable at some times to bay

other ghort-term gecurlties.

¥Mr, Rouse replied that without question System Account purcheses

in the size recuired hed sggravated the downwerd push om bil) retes, although

the Desk hed tried to ccnduct its cperstions so thet they would have as
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smell an effect on such rates as possible. He went on to point out thet
the commercial banks held only ebout $2.5 billion of such securities st
the present time, spproximately the same amount as held in the Account
portfolio., Therefore, banks were now adjusting their reserve positions
through the use of other chort-term sacurities to m considersbhle extent.

In puch circumstancea, he felt that it would be helpful to deal in short-
term securities other than Hills om certein oecasions.

Vice Chairman Hayes seid that Mr. Leach®s question was sn sppro-
priate one and that if the members of the Committee should eee fit to
bring 1t up during the discussion of poliey, it would seem quite ressonadle

to do so.

Theyreupon, upon notion duly mede and
seconded and by unanimous vote, the open
market trensactions during the periocd June
1k through July %, 1960, were spproved,
ratified, snd confirmed.

Mr. Koch presented the following statement with regard to economie
developments :

8ince the chart show presented st the last meeting of this
Committee focused on the course of economic developmrents over a
somevhat longer period, I shall coneentrate my remarks todey on
more recent developments end vhat they suggest ebout the current
state of the econoxy. In brief, recent facis confirm our earlier
judgzent that eccnonmic sctivity is continuing st e high, probsbly
a record level, slthough currently showing little upward momentum.

I think I detect e litile flrmer tome in the staff economic memoran-
dun prepored for this meeting.

Thus, ocur industrisl production index in June vill probsbly
ghow 1ittle chenze from the Moy level of 110 per cent, vaich was 1
per cent cbove April. In sddition, the leading indieators of
cyelieal chenge, vaich were wesk early in the year, have strengthened
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somevhat since March. In this connection, however, it should
be gtressed that recent chenges in these indica%tors have been
small, snd they have been shifting erratically from month to
menth, ¥Finally, the gross natiocnal product in the s=cond
quarter apparently showed a slightly larger advance over the
first querter than hed been expected.

This modest raising of cur sights on the second quarter
grogs national product is due mainly to a somevhat greater
seasonally adjusted annual rete of inventory sccumulaetion than
had teen enticipated. Esrlier we had been thinking that the
rate of sccumulation might be about $3 pillion in the second
quarter, as contrasted with the nearly $11 billion in the first
quearter. Now it looke ss if the second querter rate might have
been in the neighborhood of $5 biliion.

Also on the favorsble side, retail ssles of automobiles
and consumer goods in general rose In June, following declines
in Mey. New orders received by dursble goods producers increased
8lightly In May, owing meinly t0 a falrly lerge geln for aircraft.
Aversge hours of work also firmed somewvhat.

An important recent development oObserveble in the lebor
field 18 that the increase in industrial weges hag s8lowed down
markedly to & pace significantly slower than in esrlier periods
of high level activity. This tendency towerd smaller vage in-
cresses is illustrested by the recent settlement for operating
employees in the railrosd industry. Thils settlement involved
a8 weage Iincresse of L per cent over a two-year pericd and a
discontinuance of the esclator cleuse.

In the price field, wholesale prices declined slightly in
Mey end early June, as lower prices of industrial iteme and some
farm products more than offeet higher prices for processed foods.
Consumer prices, on the other hand, incressed slightly further in
May following a somewhat larger rise in April. In May, they were
1.9 per ceni higher then a year esgo. The recent rise in consumer
prices has reflected the continuing upwerd trend in prices for
services and B somewhat more than seascnal incresse in food prices.

It is of intereat to note that increesing tensions in the
internationsl situation as a result of the collapse of the summit
talks end anti-U. S. feelings being expressed in seversl foreign
countries have thuas far spperently not had eny apprecisble effect
on price and inventory developments. This conclusion is supported
not only by statlstics but elso by recent views expressed by pur-
cheging egents.

Turning to the less favorsble side of the econcmic piecture,
in June initisl claims for unerployment compensation, a leading
labor merket indicstor, rose slightly on a seesonslly adjusted
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basis, The level of unemployment, sround 5 per cent, continues
high for the current phese of the business cycle. Steel mill
operetiong have declined further, falling from 71 per cent of
capacity in May to en average of 60 per cent in June and to

53 per cent lest week.

The seasonally adjusted rate of total eonstruction cutlays
declined in June snd wes T per cent below the ell.time high
reached in Mgy lest year. Although privete housing starts held
steady in Msy, additionsl reports have appeared of surplus housing
in scattered mreea. Defaultse on home loens and foreclosures on
nonfarm real estate have ealso been rising but, it should be noted,
both still represent & small proportion of new mortgage lending or
debt outstanding.

Finelly, the lateat National Industrial Conference Boprd--
Newsweek quarterly survey of appropristions for plant snd eguipment
gpending by msjor manufaciuring compenies has been interpreted as
indicating that elthough outlays will continue sirong throughout
this year, some softening may develop early next year.

Thue, although economie activity continues fairly high, un-
certainty about its future course is widespreed. GSome obgervers
telk of the imminence of cyclical contractioni others of vhat Mr.
Fulton 80 grephlcelly charscterized as "deteriorating stagnation®
a meeting or so sge. On the other hend, etill other obgervers
teke heart in st least certsin aspects of the reduced current
rate of incresse in economic activity. They feel that the generelly
orderly adjustment from the iumsustainsbly high rete of inventory
accurulation early in the year snd the evoldance of speculative
imbelences snd excegsges generelly associated with the culmination
of = boom have gtrengthened the chances for a more sustained period
of prosperity.

Turing the course of Mr, Koch's remsrke Chalrmsn Martin entered the
neeting and assumed the Chair.

In response 1o a question by Mr. Bslderston, Mr. Koch sald that the
volume of inventory sccumlstion was still relatively moderate in comparisom
with gsles, end that the inecresse hed been somevhat less than during the
cozparsble period of the previcus tusinees cycle, Recent increases hed been
eoncentrated in finished goods inventories, but the lnventory slitustion was

in better ghape than in the similer phase of other postwar cycles,
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Mr. Thomss then mpde the followling statement with respect to

financiel developmentsi

The past four weeks heve been & period of large and
varied seasonal pressures on money and credit markets.
These were due at first to usual June tax, dividend, and
other settlements and then to holiday currency demesnds.
Tressury financing operations and rather large shifts of
foreign funds added to the complicatioms.

Viewing the period as a whole in perspective, beank
regerve positions were kept relstively essy by large-scale
Federsl Reserve operations end money retes ramsined low.

Yet pressures were felt in the market. Around the middie

of the month when temporery liquidity demesnds were at their
maximm, Tressury blll rates incressed somewhat. Dealers

tock on & very large volume of Government securities, mostly
bille, end increased their borrovings. BRBanks had to supply
much of these credit needs and at the same time meet loan
demends of businesses eand finence coupanies customarily

heavy at that time. Reguired reserves incressed substantially,
Reserves were supplied temporarily by a sharp increase in float.

Syetem operstions--mostly runoff of maturing bills--
sctually ebsorbed reserves in that week, Member bank borrovings
incressed, although on balance the banks continued to show net
free reserves, Most of the excess, however, was at country
benks, whlle city banks, where the credit demsmnds centered,
had to incresse their borrowings st the Reserve Banks. Federal
funds were lesse readily aveilsble than they had been.

In the last two weeks of June, losns and investments at
eity banks were reduced. In the latest week benks sharply re-
duced thelr borrowvings--both from the Federal Reserve and from
others. This essing wasg aided by 8 resumpiion of Federal
Reserve purchases, which have continued on a lerge scele thls
week, Treasury pill rates sgain turned down,

The month of June was charmcterized by a sharp drop 1n
intevest rates to the lowest levels since early 1959. Except
for the summer of 1958, Trepsury bill rates are lower then at
eny time since eerly 1956. Yields on medium- and long-term
iecuee slgo declined in June but not es much as short-term
rates, end they generslly continue sbove sny levels reached
before 1959,

Thig decline {n interest rates reflects the essing reserve
positicn of benks and the reduction in Federel Reserve dlscount
rates that occurred in June, as well as the more rundemental
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forces thet had been in process earlier. These include
principally the chenged position of the Federal budget
from large deficit to emsall surplus, moderation of private
credit demands, the lessened fear of inflation, end the
8hift of the publice's l1iquid asset holdings from cash to
securities.

Credit demands in June were moderately largr. New
capita) iasues both by corporations and by State and loeal
governments--totaling $1 billion or more each--w2re larger
then in eny other month of 1959 and 1960. The eggregate
for the first half of the year, however, wss less then in
the twvo previous years. Offerings by finsnce companies,
however, have been much large.- this yesr than in those
years. Borrowings at banks by finence companies, though
somevhat less than lsst year, eppemsr 1o have exceeded those
of most other recent years, both in June and for the year
to date., Loans to other businesges by city banks, although
moderetely large in June, were not ss great as in most other
recent years. The same may be said of total loans at city
benka. These banks showed a further smeil decrease in their
holdings of U. S. Government securities during Juna., Total
loans end investments incressed more than in June of 1959,
1956, and 19%5, though much less then in 1957 and 1958.

It sppeers that both demend snd time deposits increased
somevhat more than seasonelly during June. It ia unlikely,
however, that the rise was sufficlient to offset the sharp
drop in the money supply during Mey. Treasury balsnces at
banks continued at a high level sand are expected {0 be meln-
tained in the weeks sghesd generally ebove the levels of last
year. The Treasury's borrowing needs in the next half yesr
will be much smsller, with less frequent finsncing operatlons,
than in the sazme periocd of 1959 and 19%8.

System operatlons in the psst few days should be more
than sufficient to cover eny normal sessomal reserve needs
for the next three months, except for temporary variationa.
The question to be considered is how much additiomal stimulus
should be provided, It is doubtful whether baoks will be called
upon, will be willing, or should be encouraged to expand loans
by mich more then customary sessonel smounts in the months
ghegd. In view of the current level of btusiness inventories
snd the liquidity position of businesses, loan demands may not
be perticularly heavy. Loene have elready incressed et a
fairly good rate and benk losn-depcsit ratios ere such as to
serve &8 gooa restreint on benks in seeking new loesns., Encoursge-
ment for greater losn expensicn might lead to speculetlve or
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unsustaineble commitments, slthough in the present econcmie
climste this does not seem likely to be & sericus threat.

Supplylng benks with additicnal reserves in excess of
ususl seascnel needs or likely loan demsnds would enable
them to reduce torrowings or increase their holdings of
Government securities--or st least cease their liquidatiom
of such holdinge. Since the Treasury will te a seasonal
net vorrover in the months shead and bank deposits should
expand sessonelly, some increase in total tank credit is to
e expected.

One question is vhether the public generally will want to
discontinue or reduce its recent proclivities for econcmizing
on cash and Increasing holdings of securities. Unless this
trend chapges, additions to bank reserves znd attempte by benks
to expand their holdings of securities may result in further
declinea in short-term interest rates. Unless eredit demends
strengthen, 1t mey be difficult to effect a greater than seapsonal
expension in the money supply without some further reduction in
intereat retes.

Mr. Marget made the following statement with regeard to the United
States Talance of peyments:

In the six weeks that have elspsed since I last reported
to this Cormittee on developments In ocur trsde position, we
have received the full trade figures for April end the pre-
liminary figures for Msy. These figures--to borrow the adjective
used 1n cne of the newepeper cooments on them-~are "heartening.”

First, there is ocur export performsnce; the critical area,
certeinly, for all of us who wish to see a golution of cur btui-
gnce-of-peyments on expsnsicnist, rether than contractionist,
lines. On = sesscnally adjusted beasis, exports in April and May
aversged an ennus] rate of more than $19 billion. This rate was
ebout 4 per cent sbove the aversge for the first quarter of this
year and 23 per cent sbove the low of a year earlier; indeed, it
was the highest rate since the middle of 1957, & year in which we
ren an over-zll surplus in our belsnce cof payments. Moreover, al-
though we stiil lack details on exports for May, the breskdown for
April showed that the rise in exports wes spread widely cover major
comrodity groups. Thus, slthough the largest lncrease over the
past year has been in sgricultural products, meinly reflecting
higher cotten shiprents, the falling off in cotton exports eince
early this year hes been more thsn made up by the incressed
foreign derand for U. S. nonsgricultural products. In April,
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for example, the largest increamses were in the very area
in vhich most concern hed been expressed sbout our ability
to maintain a competitive position--in machinery snd equip.
ment (particularly trensport equipment) snd in metals (par-
ticularly steel). Indeed, the exports of machinery and
equipment were well sbove even the pesX retes recorded in
the pesk-export year 1957.

Secondly, our import performance has been such es to
contradict the expectations of those who have supgested that
any geln in our exports wae likely to be offset, or more than
offeet, by & corresponding increase in our imports, so that
we were not In fect likely to achieve the sizable surplus in
our current scccunts which we need in order to keep our over-

8l} balsnce of payments in equilibrium if we are to continue

to maintain a large program of foreign aid and foreign invest-
ment. Actumlly, our imports, while they have beer fluctusting
erratically fryom month to month since last December, have, if
anything, fallen somewhat since that time, In April end May,

for example, they averaged $15 billion at an annusl ratet

gbout the game wg in the first quarter of thias year, dbut 3 per
cent below the sversge for the fourth quarter of last year.

And egain the distribution of imports hes been such as to en-
coursge the hope that some success is esttending our efforts to
face up to the new competitive aitustion in the world vhich some
of ug feel is the basic reason for the existence ¢f cur balsnce-
of-payments problem mltogether. Certeinly cyelical factors, and
special factors such as last year's steel strike, as well e&s
longer-term "competitive® factors lie behind the heevy concentration
of the decline, in our imports, of steel and other metals, with
steel imports down sbout one-third below lest yearts fourth-quarter
sverege, But it is surely evidence of en improvement im our com.
petitive position that the imports of new autorobiles should also
te significently down from the fourth quarter, and that in May
they should heve been as much 88 opne-fourth below the level of a
year earlier.

With exports slowly, but steadily, increasing, snd with im-
ports showing, if anything, a slight decline, the result can only
aave been an increasse in our trade belence; and in fact the figures
for April snd Mey do show an improvement in that trede balance by
more then $1/2 billion at an ennual rate. But there has not been
a2 comparchle icprovement in the figure which we teke &5 e meesure
of moverents in our over-all balence of psymentis: nemely, the
figure for the internstionel rovenent of gold end dollars. On
the contrary, it would sppesr--though the data for May are still
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incomplete-~that, despite the incresse in our export
surplus of $1/2 b1llion, ennusel rate, in our trede
scoount, we were still running en over-all belance-
of-payments deficit close to the first-quarter seasomally
adjusted annuel rete of $2.8 villion.

The explanation, quite obviocusly, lies in capital
movements--including, of course, such movemenis =s have
been induced by the widening of the spresd between the
interest rates prevailing in the respective mometary
centers. But the rest of the evidence, surely, is such
88 to indicate that, If matters continue to go &8 they
have been going, this 1e acmething that we can teke easily
in stride. Gold movements, for exsmple, vhile they amounted
in the pecond guarter of this yeer, at $85 million, to
somevhat more than they werc in the first quarter, were
$300 million less than the purchases of forelgn countries in
the geccnd gquarter of 1959; sand these, in turn, were con-
siderably lower then they had been in 1958, the year of
messive gold-outflow ($2.3 billion) which first awekened
the country to the existence of its balance-of-psyments
problem. What will be decisive, in fect, for the future
will be the extent to which we can continue to provide
evidence of adjustment in the most intractsble pert of cur
balence-of-payments problem: nemely, the trade part. It
vas in the trade sector that our bvalence of payments cthowed
its greatest deterioration; it is in the trsde sector that
we Find the most encouraging evidence of movement in the
direction of sdjustment. It hes beesn the improvement in the
trade sector that has offset the othervise "unfavorsble”
movements in the capital sector; it will be 40 further lmprove-~
ment in the trade sector that observers, including the foreign
holders of dollar balences, will lock for evidence that the
policies being foliowed in the United States, including ite
monetary policy, are consistent with that attsinment of balence
in our internstional sccounts to which we stend commitied.

Mr. Hayee presented the following statement of his views on the

business outlook and ecredit policy:

It seema to me thet we sre on the right track with respeect
o monetary policy snd thet for the time dbeing petience snd
steady nerves are called for ebove all else.

There iz nothing in the business situation to suggest that
the recent dlsecunt rate sction was premature or thet it 1s
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likely to need to be reversed in the nesr future. On the
other hsnd, while recent businese statistics are only mildly
encoureging, they do point to the likelihood of some modest
expengion in the second helf of the year,

Consumer spending 1s the most hopeful source of this
second-half improvement, and in this connection it is encourag-
ing thet the dissppointing May performance of retail sales
novw seems stitributable mainly to the late dste of Faster
rether then to e weskening of demand.

In the construction area, eesier availability of mortgage
funds suggests that sn upturn in residential construction ney
be in the making--although this stimilus mey be less effective
then it has been in similer situstions since World Wer II be-
ceuse the demand for and supply of housing are now clearly 4n
closer balence than in many yeers. With the prospect of com-
tinued estrength in private nonresidentiel conetruction and an
improved outlook for the highwey building program, total
construction should be an element of strength in the second
half.

Nonfarm vholesele prices experienced sn unusually sharp
drop in May, and the wvholesale price index sg a whole may
show a decline for June. The recent zmall rise in consumer
prices appears of relatively minor signifiesnce, atiributable
as 1t 18 very largely to sesscnal food priece changes,

As for benk credit developments, the growth of business
loans slackened somevwhat In June after a performance in the
earlier months 0f the year roughly comperable with the experience
of earlier expansion years. However, while the tax period failed
to bring forth eny perticularly sharp rise in Ptusiness losans,
there was & very marked galn in both security loans and loans
to finence companles., The inference is thet corporations heve
been turning less to their benks for tex funds then to the dis-
position of short-term government securities, including those
held under repurchase sgreerents, and finsnce company paper.
Totsl losns et weekly reporting banks showed & girong increase
in the first three weeks of June, end with security holdingse
changing very little, total bank credit scored a sizszble gain.
Turing the same period required reserves have risen by about
$350 nillicon, or substentially more then in sny recent year of
business expensiom,

New mumicipsl finencing hes been exceptionally heavy in the
pest three weeks. While this hes ceused some indigestion in
underwriting circles, there haz been no basie weskening of bond
prices. The cocrporate new iscue market hes been relatively quiet.
Stock prices ere somzevhat higher than three weeks sgo.
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The outstanding economie charmcteristics of the period
shead are likely to be ample productive capacity, an unemploy-
ment retio of around S5 per cent, end better balance between
the supply of and the demand for investment funds. Resumption
of inflstionary pressures in the current period of expansion
has become & stesdily less likely prospect. On the other hand,
we capnot overlook the sharp divergence of business conditioms
here snd ip FTurope, end the difficult questlon as to whai extent
European monetary policy messures and financisl developments may
require review and sdjustment of cur own domestic credit policy.

All in ell, it would geem appropriate %o continue the
relatively easy policy we have been following for the past month
or eo. As brought out in Mr. Gaines! memorandum alresdy distrib-
uted to the members of the Committee, recent dsta suggest that we
are now getting the growth in the reserve base that we have wanted,
and it appears likely that the money supply alec turned upward in
June. This is all to the good. However, I feel strongly that et
a tinme like the present, vhen the evidence does not clearly support
the need for eesier money snd lower interest rates, the possibility
that there may be adverse effects on the belance of peyments from
lower domestic short-term interest rates ghould be given some
weight. In sddition to movemenis of funds to Germeny for other
resgong, scme short-term funds are moving out of the United States
In response to present rate differentiels--and while these move-
ments have not resulted thus fer in an eppreciable cutflow of gold,
we must keep in mind possible effects both here and ebroad if such
a Tlow were t0 develop on a substential scale,

I am concerned over the prospect thet the sizsble Open mar-
ket operstione needed to supply reserves through the remainder of
the year are 1ikely to drive pill rates even lower than they now
sre if operastions continue to bhe restricted to bills.

Perhaps the nmext few monthas represent a period when the
Mensger might eppropriately be given greater leeway in the selection
of securities then the Committee bas ususlly accorded him, It
seems to me that 1f he were permitted to coperste freely throughout
the short-term srea, instead of confining his attention to bills,
he could scquire those maturities vhich happened to be avalleble
and might minimize the impact on short-term rates of eny actions
simed st the Tegerve bese, I might add that since commercial banks
have been relying to a considersble extent on short-term securities
other then bilis for their money market adjusiments, there is a
very logicsl basis for our broadening the scOpe of our operations
in this direction. It would help us to adjust our operations in
ordsr to deel with the psradox of & relatively tight commercial
benking system side by side with relative esse in the nombenk sector.
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I think the discount rate and the directive should be
left unchanged.

Mr. Irone sald that conditions in the Eleventh District were not too
much different from three weeks ago, although perhaps the sheading was toward
8 little more strength. The situation was reletively favorable, taking into
consideration the drag of the petroleum situstion end some cutting back in
defense expenditures at alreraft plante. Department store ssles improved
In June snd retzil sales generally were m little better, although curmlatively
they were running somevhat below the figures of 1959. New car registrations
were 3 or b per cent above & year sgo. Production of crude oil was atill
running shout 8 per cent below a year ago, and this was having en effect
on drilling, which was off 15 or 20 per cent, but refining wes up. Employ-
ment was sbove last yeer, snd unemployment was sround 4.5 per cent in Texas.
Conatruction was a little gbove s year sgo. Upen adding up all of these
factors, one came cut somewhere within 2 to 3 per cent of the record high
levals. The sgricultural outlook hed improved lately. While the rainfall
wes excesgively heavy in some parts of the District, om the whole the
situation was quite favorsble.

Mr. Irons ssid thet in the past three weeks District banks had a
fairly substentiasl incresse in deposits and a fairly sizable increase in
loens, He thought there wes some tendency on the part of bankers to feel
that their positions were essing a bit, Federel funds were not being pur-

chezsed in es large esmounts as had been the case. Borroving from the Resarve
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Benk, relatively high on some days, on average was fluctusting around $25
to $28 million. A pumber of smeller benks in the sgricultural sections
were borrowing for seascnal purposes and probably would te borrowing for
another couple of months.

Mr, Irons went on 10 ssy that, on the basis of his contacts, the
attitude of businegsmen seemed neither highly optimistic nor highly
pessimistic. They were looking for a little more improvement in the last
half of the yesr, but not much difference. On the other hand, they were
not anticlpeting any sharp decline, even in the il industry. On the
vhole, the District showed relatively favorable conditions at this time,
There would be the summer doldrums, as alweys, but that could not be svoided
end should not be a cause for panie,

Mr, Irons gaid that in view of currsnt uncerteinties and the state
of business activity, he would meintsin about the same degree of ease that
had been the Committee's objective, He would favor a moderate amount of
free reserves, somevwhere around $50 million. ¥hile he would lean towerd
providing reserves to meet seasonel requirements, he would not force ease
on the market sggressively through open market operstions. He would avoid
tightening and, as he had said, provide for sessonal requirements, but
avold pushing up the awount of free reserves.

In the process of maintsining a given emount of free reserves, Mr.
Irons noted, there was the possibility of providing edditicnal esse con-

tinually; if the free reserves made available were used, the proviaion of
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more to maintain a given amount of free reserves might mean 2 continuous
easing. Thie he would aveld. He would take no overt metion, no definite
ection that would point one way or the other, and instead would try to
continue to fluctuate around a neutral position. EHe would not favor
changing the discount rate or the directive.

Mr. Msngels s21d that latest avalleble figures showed Twelfth
District employment down .2 per cent, while umemployment, wvhich had been
running & little less than S per cent, increased to 5.5 per cent. EFmploy-
ment had declined in the lumber and aircraft industries ss well as in food
processing plants in Celifornis snd the ¥Northwest, Also, there had been
a cutback in Govermment employment of about 10,000 persons upon the ¢ome
pletion of the censua-taking. Construction in May wes up 5 per cemndt from
April, but was down 17 per cent from a year ego; total construction contracts
for the year to daste were 6 per cent below the 1959 period. Steel production
was at 66 per cent of cepecity for the month of June but wes down to 63 per
cent in the lstest week, The industry seemed to think that in the next
month or two there might perhaps be some upswing in production, becsuse
final use was in excess of shipments from the mills. The lumber indusiry
ves still in the doldrums, with production below new orders snd shipments
veing made from inventories. Prices had stabllized, ut at 2 lov devel,
in some ceses virtuslly st the break-even point. In agriculture, there
had been too much rain end cold westher in Weshington, Oregon, Idsho, and

Utseh, while in Kevada there was a shortsge of {rrigstion water snd some
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reservolre were already depleted. Dry westher in Californis was holding
dowm yields of wheat #nd barley, slthough in the 1rrigsted areas there
was 8tlll a gufficient weter supply. In California the farm labor
situation was stil] uncertain, with the unions continuing their efforts
to orgenizs the farn workera. Thic might have a detrimentsl effect on
the peach end tomato cenning erops. Department store ssgles for the four
wecks ended June 27 were sbout 5 per cent below a year ego, vhile auto
ssles in Callfornia for the first two weeks in June were belowv May, which
in turm was 1% per cent below April,

Mr. Mangels seld that lcana of District banks increased somewhat
in the four weeke ended June 22, slthough real estate loans were down $hl
million, Demand deposits incressed slightly, and time deposits were up
nominally. There wes en $85 million incresse in savings deposits, but
bankers in Californis were mich concerned shbout what might happen in the
first ten or fifteen days of July following the crediting of interest at
the end of June. With savings and losn associgtions edvertising L-1/2 per
cent gnd 4-3/k per cent dividends on share sccounts, the banks were antiei-
pating quite a substantial drop in savings deposits. Borroving from the
feserve Bank wss nominal, mostly borrowing by country banks. City benks
were quite mctive in the Federsl funds market, with trensactions in rether
large smounts.

Mr. Mengels said that the observation in the Twelfth District wvas

one of a pattern of increesing weakmess in economie setivity, although there
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vere no clear signa of s genersl turndown. At the recent business out-
lock conference, it was the consensus of the 18 participants that there
probebly would be 1ittle change from the present level of business
sctivity in the near fuiure. They did not expect thet present areas of
weakneas would be expanded, but they saw nothing in the picture that
wvould inecrease the over-sll pace of business activiiy in the Twelfth
District arem. Banks were still being selective in reviewing spplications
for credit snd felt that thelr positions were tight. They were concemned
about loan-deposit ratios.

Mr. Mangels felt it would be helpful if the System were to supply
resexves in excess of gegsongl needs. In doing 80, he would go along with
the suggestion of Mr., Hayes that the Desk try to stay swsy somevhat from
Treasury bills because of the present low bill rates, HMr. Mangels also
suggested that the Board might give further consideration to the release
of sdditionel vault cesh. He would like to see net free reserves some-
vhere sbove $100 million, perhaps as high es $200 million., He saw no
occasion to change the discount rate or the directive.

Mr. Allen said that developments of the past three weeks hed not
been helpful to him in trying to meke out the underlying business trend.
A1) things ccnsidered, psrticularly the low rate of sctivily in steel,
the econaxy seemed t0 be doing pretty well on the whole, but vith summer
here 1t ezppeared that it might be necessary to wait for geveral weeks to

determine whether business was moving decidedly ome way or the other,
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Retail trade in the Seventh District ares wes on the whole
satisfactory but apotty, Mr. Allen sasid. Cash receipts from faxm
marketings im the first five months were about 2 per cent belowv the
sane perlod of 1959, However, hog prices had increased recently to the
highest level in a year and a half, end a further rise was expected by
the end of the summer because the spring pig crop was 16 per cent below
that of last year. Mortgage lending terms in the Chicsego area had showm
no aigns of easing, end that appeared to heve been the czse nationally.
However, an anslysis of the supply end demend for long-term funds sugpested
that rate cuts might be in proapect. Savings had been running about as
large as last yesr, hut the demand for long-term money was gubstsntially
lower. Nevertheless, spokesmen for the savings =nd lecsn associations
wvere insisting that mortgege rates would hold firm, Jjust es coumercial
bankers were denying that there was eny likelihcod of an early reduction
in the prime rate.

Mr. Allen went om 10 say that sutomobile sales for the lest ten
deys of June were estimated at around 26,000 per day, which would be very
good, but & little below the ssme period of 1959, end wuld mark the firast
time thia year that daily seles hed fallen below year-ggo levels. FPro-
duction for the Tirst six months wes epproximately 3,500,000 and sales
egbout 3,200000, sccounting for the high inventory of more them 1,000,000
cars on June 30. Production wes currently being reduced, and Augusi was

expected to be the low month, Estimstes wvere that 1,140,000 cars would
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be made in the third quarter and 1,600,000 in the fourth. Adding thoss
figures to the first half, the year®s production would ve 6,540,000, or
17 per cent more then the 5,594,000 totel for 1959, It seemed importent
to note, however, that the forecasts called for less auto production in
each of the remsining querters than wss achieved in either the first or
the second quarter of the yesr.

In the field of monetary policy, Mr. Allen sald he concluded that
it would be sdvisable to mark time for the present. For cme thing, the
trend of business activity was not elear. Furthermore, Tressury finencing
was In process. He would not faver changing the dfscount rete or the
directive.

Mr. Leedy sald thet conditions in the Tenth District on belance
tended to be favorable. The winter wheat harvest was nesring completion
and it now sppeared that production this year would be even higher than
was estimated by the Department of fgriculture as of the firat of June,
During the first four months of this year cash receipts of farmers were
lover than lset year. However, with the improvement in the wvheat situstiom,
better pasture and range conditions, and a volume of cattle marketings
sufficlently large to offset the lower level of prices, it eppeared that
during the second half of this year cash receipts would bde larger than
during the last half of 1959.

Mr. leedy went on to say that the Dietrict erployment sttuation

was better than at this time lest year, notwithstending a strike sgainst
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construction contractors in the Kensas City area that had resulted in
ebout 17,000 unemployed. Except for Kansss, each State in the District
showed 2 higher level of employment than lest year, Department store
salee during the latest reporting period were about 5 per cent above the
corresponding period of last year, although the cumiistive figure for the
year to date was sbout 2 per cent under last year.

Distriet banks hsd experienced an increesse in demand and time
deposits, Mr. Leedy seid. There had alsc been sn increase in husiness
loans recently, although the rate of growth in those loens this year was
somevhat lower than last year.

Mr, Leedy sgaid that in view of the Tressury financing he sssumed
that an even-keel policy would be followed in the period immediastely
ahegd. He mspumed there would be some rneed for supplying additional
reserves incldent to the finencing, but beyond that, and beyond supplying
what might be needed in the way of seasonal requirements, it seemed to
him that the System should not be pushing funds into the market. The
bill rate, snd the way it had heen trending, was something that should be
watched cerefully, esnd the fact that the Federal funds rate during the
recent perlod got 4o such a low level was another factor that should be
taken into account. In brief, it scemed to him that the Committee had
sbout accomplished what it desired to bring sbout at this time. TIn the
period immediately shesd, it wss hls view that the Comnittee need not
ettempt to supply additionsl funds other then those required to see thet

the Treesury finsncing wes scconplished and seasonsl needs were met,
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Mr. Leach reported that there had been ups and downs in recent
business developments in verious industries and aress of the Fifth
District but no indications of eny fundamental departure from the high
levels that hed prevailed eince April. Indicative of aggregate strength
in May wes the slight rise in manufacturing man-hours, seasonally edjusted,
to the highest total in 12 months end the maintenance of non-sgricultural
employment, alsc seasonally sdjusted, at the record level reached in the
preceding month. The prosperous cotton textile industry haed lately gained
strength in one of its weaker arecas--indusirisl fabrics. On the other
hand, the furniture industry, vwhich did a record business during the first
five months of the year, had suffered m definite slowdown marked by shrink-
ing retail sales snd a slow pace in fectory orders. The widespread lumber
industry feaced slow sumner prospects afier s spring vhich lecked the usual
sepsonal liveliness. Cigarette consumption continued its upward trend, and
contract awarda for new construction were holding up well. Projects 1n
process Tor expanding end modernizing business end public facilities were
contributing significently to employment and income 1in the District.

Positlons of the lsrger District banks seemed to have eased some-
wvhat since the June 14 Committee meeting, Mr. Leach said. The rate of
investument liguidetion hed slowed a little, borrowings at the discount
window hed dropped, snd money market banks had been net sellers of Federal
funds. The less repid decline in country bank borrowings from the Regerve
Bank suggested, however, that the slight eesing st reserve city benks hed

not yet spresd to country banks.
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With respect to poliey, Mr. lLeach said the emsing sctions that
had been taken sesemed to be having desirable effects, snd he thought 1t
would be advisable to mark time for the next three weeks. It was hardly
possible that the System could add to reserve availsbility without
affecting interest rates, and he saw nothing to be gained through foreing
short-tarm rates even lower. Moreover, the Treasury financings thet hed
been anncunced called for an “even keel™ during the major part of the
period. He would not recommend a change in the directive or in the
discount rate, The question he msked Mr, Rouse st the conclusion of the
latter's report this morning indiceated that he had been thinking about
the pdvissbility of buying short-term securities other than bills. The
reasons for such a chenge had been given dy Mr. Hayes. Mr. leach kmew
of no convincing reason why the Committee should not modify its practice
in the 1ight of changed conditions.

Mr. Mills smid that in weighing the reports presented to the
Committee at this meeting he had tried to strike a balance sheet of the
plus (favoreble) snd minus (unfevorsble) fzctors that were working through
the economy. In doing so, he sdded a postscript to the belence sheet to
give effect to the perscnal sttitudes of those who believed that the economy
was moving sideways through gn intermediste business cycle and those--if
there were those like himself.-vwho believed the economy weas coznencing to
move downward from the peak of a msjor business cycle. In striking that

balsnce sheet, he found the most generally sccepted pesition would be that
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the eeenomy wss 141ing in neutral, without any forward thrust, vhich raised
& question as to what ithe function of monetary end credit policy should be
in such a situation. Personslly, he believed that the System should stay
about vhere it was, pupplying reserves to a degree that would ellov s
comfortable working of the commercial banking mechanism by way of a
modest volume Of free reserves. While it would be desirable {0 accomplish
that purpoge without unduly disturbing the interest rates structure om the
downside, he ecould find in his thinking no reason to liberalire the anthority
of the Desk to operate im other than bills. In the immediste offing there
would be e substantial addition to the supply of bills in the market, and
the Board of Governcrs hed evailable to it the means for influencing
directly the supply of reserves if it saw occazion to do so.

As to policy in the irmedfate future, Mr. Mills zald that looking
at the projections of the movemsnt of resgerves and being consclous that,
es Mr, Rouse had put 1%, they could end had in the recent past gone gwry,
he felt that the reperves necessary to support the commerciel benks in
their acquisition of the tax bills belng suctioned todsy might well be left
at their disposel. A mechanism wes efforded for providing reserves for s
definite purpose that could be permitted to remain in the banking structure,
in support of the money cupply, without having to teke further overt moves
to sustain the supply of reserves, He sgv no occssion to chenge the dis-

count rate or the directive.
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Mr. Robertson said he saw nothing in the economic picture to
varrent any change in present policy which, in his opinion, was as
nearly on the right mark es one could get it. He sgreed with the sug-
gestion of Mr. Irons that the Committee should not permit its policy
tc result in forcing reserves into the picture, but he sav nothing in
the next three weeke that would bring sbout such a situstion, Conse-
quently, he would adhere to present pelicy. He would not change the
direc¢tive, nor would he take eny overt actions.

Mr. Shepardson seid that, since he was just back from a trip
to Europe, his view of the domestlc situstion was confined largely to
the staff reports. He felt, however, that the System was in e fortunete
position at the moment in the light of the genersl state of the economy
end the level of sctivity, current and prospective. System policy hed
been effective, end he 8aw no resson to change at the moment. He sgreed
with the suggestion that the System 1imit ite supplying of reserves to
thoge needed to meet seesonel requirements., Also, perticularly in the
light of recent contacts oversess, he would sgree wholeheertedly with
the idea of svoiding sction thet would push short-term market rates
down Turther, for he saw no particular purpose to be served by that
at this time, He would recommend no change in present poliey or in
the directive.

Mr. King said he egreed with those vho foresaw little or no
improvement in genersel econcmic activity during the lest hself of the

yeer, The business commnlty was precccupied with the coming electiocns



7/6/60 -27-

end the direction in which the country might go ss 2 result, and in his
opinion the economy was likely to stay during this period {n the kind of
stegnation to which Mr. Fulton hed referred st a recent meeting., The
economy was not quite stegnent, btut it had been in the doldrums pretty
mich throughout the year.

Mr. Xing aleo said that he did not think eny purpose would de
served by pushing short-term rates lower, The comments sbout supplying
additional reserves puzzled him somevhat; he did not think the question
was 80 much cne of supplying reserves ag vhether, 1f esse ghould develop,
it would be mopped up through open market operstions. Personsally, he
would favor free reserves from $100 million up to $300 million, and
allowing the free reserve Tigure to fluctuate t0 a considerable extent.
If there was mny mopping up, he felt that it ghould be modest. As he
saw it, the question for the next three weeks was principally whether
the System should sell gecurities. He would cast his own vote on the
aide of disposing of relstively little from the Account protfolio and
permitting free reserves in the $100 to $300 million category, for he
Pelt that this would contribute most to not upsetting the precarious
belence of the economy.

Mr. Fulton reported s widespread feeling of uneaginess in the
Fourth District, even among those businesses operating at fairly high
rates, The fect that the steel industry wes operating et depression

levels at present hed en effect on other industries end glso an effect



T/6/60 -28-
on the employment snd unemployment situation. This week, in view of the
holidgy, the mllls elected in meny instances to close and give patd
vacatione to their wvorkers. The order books in both the steel industry
and the machine tool industry were reported to be disappointing, end
shipments were larger than new orders. A principsl question was how
long the mnto industry could menufacture cars out of inventorles that
vere supposed to be limited a little while back. If the suto indumstry
d41d not order metal this month, eny improvement was going to be delayed
substantislly becense the mills mist pour stesl this month to make
delivery in August. Tin plate wes still going well, but the canning
companies were requiring the mil}a to carry inventories. One heartening
factor was that some ccld-rolled stirip and some gheet mteel was being
exported to Eurcpe; some English and Germsn auto manufacturers were
taying limited quentities. Applisncee were in more then sdequate
supply end some plents had closed down t0 work off inventories of
consumer goods. The erployment situation was not good, particularly
in the steel centers. The mills reported many workers on a four-day
week, snd consideration wes being glven to cutbacks in supervision,
which was slmost a last resort actiom.

Mr. ¥ulton eald that retail ssles were being maintained in
feirly good shepe. New car sales were quite brisk in June end depart-
ment store sales were sbove lest year by sbout 3 per cent, Bullding

activity hed declined sozevhat from the high level resched in May.



1/6/60 -29-

Mr. Fulton went on to ssy that borrowvings from the Reserve Bank,
vhich hed been running considerably below last year, at only about 2 or
3 per cent of the System total, had increased recently., He noted that
total borrowings from the System were being maintained at around $400
million, which in his opinion was a little high for a period in wvhich
the Federal Reserve wama trying to inject some ease into the reserve
situation. Loan demand wms reported to be strong at most District
tanks, The demsnd wes heavy for capital improvement loans and there
wvas n falr-sized volume of term loens for which the banke hed committed
themselves previouely. There was a fair demand for mortgsge losns. The
statement was hesrd that the rate situation vea not the real deterrent to
the sale of houses; rather, that there was a situetion of overbuilding in
some areas and that people wented lesa costly houses,

Mr, Fulton expressed the view that the need for reserves that he
felt existed should be met by the System, mnd he added that he would be
inclined to fevor relessing some additional vault cash to ba counted as
reserves. It seemed 10 him that the Desk had been striving to be quite
precige in maintsining a free reserve figure of around $50 million. He
would be favorsble to a greater fluctustion in that figure, feeling that
$50 million should be regarded as a minirum rather then a maximum end
that free reserves should be allowed to go a&s high ss $150 million, with
fluctustions between that point and $50 million. A resuli of the precise-

ness in trying to maintain a figure of $50 million slso had been pressure
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on pill ylelds on various Cesys when the Desk felt it necessary tc supply
reserves. To repeat, he believed that $400 million of borrowings, waich
had been quite consistent, was too high, snd he would furnish reserves

in somevhet greater volume, feeling that the current hesitancy needed en
indication that the System would supply all the reserves that were legiti-

mately required. He would not fevor changing the discount rate or the

directive.
Mr, Hilkert commented substantially es follows:

Business in the Third Distriet nas shown little improvement.
Employment iz not encoursging; there has been & noticesble pleck-
ening of department store sples; production of durable goods is
off; and carlosdings have declined.

Hours worked In manufascturing pients in Mey showed wide-
spread drops in comparison to the equivelent perliod of 1959. The
Mey figures are better than those for April, tut this is partly
becense menufeacturing erployment decreesed. nemployment claims,
both new end continued, have leveled off gt rather high totsals
since early in 1960.

Production statlsties ere not encourasging, The steel rate
i1s down to €1 per cent of cepeeity. Electric power consumption
increased slightly in Mey. The Incresse wes entirely in plants
producing nondureble goods. Dursble goods producers in Msy con-
sumed less power than in April, snd 6 per cent less than in May
1959. Permnsylvenis Rellroad's freight cerloadings (Philadelphia
regicn) have been under lest yearts figures for many weeks.

Construction contract swerds, after rising sharply in April,
dropped sgain in May, so that for five months in 1960 awvards in
cur District are under 1959 *otals by slightly mere than Is true
for the nation.

Department store sales declined more than sessonally in Mey,
end remained low through the first helf of June. There have been
incresses in the lest two weeks, however.

In contrest to the somevhat sluggish business situstion, our
benks sre still feirly tight. loan deiand is strong and banks
heve been borrowing fairly heavily. Reserve city benks heve been
in the Federal funds msrket; country benks heve been more frequent
visitors at cur discount window,
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Despite the somewhat pessimistic eppesrence of current
tusiness end some contimiing tightness in the benking picture,
ve would be Inclined not to meke further moves toward ease at
the present time. This 18 spart from the fact that a Treasury
fingncing operation is now in procese., Actions elready taken
seem sufficient to carry us through the current and prospective
period of uncertainty. After the suwmmer Iull, we should be in
better position to see the effects of recent actions end to
appraise the need for further steps.

We would be inclined towerd no change in the directive,
the present degree of ease, or the dlscount rate,

Mr. Bryanh presented s stetement on Sixth District developments and
on monetary poliecy substantislly as follows:

Sixth District business activity in May and early June
seems to have held at a high level. Non-farm employment hsas
Increased s8lightly to & new record, and unemployment hss
declined further. Construction sciivity 1s up e bit; and
department store sales, which have been &t a record in early
June, suggest continued strength in retall seles, Either
weakness In business logn demend--~which does not seem to be
the cage--or continuing tightness im the benking situetion is
indicated by the faet that the District?s business losns have
recently been lesg then ususl for this time of yesr; snd total
loans end investments have resumed a declining trend.

As we see the nstional picture, there 1s still no sign of
exuberant boom or of general downturm. But it is necessary to
note thet unemployment remaine uncomfortsbly large, with steel,
airplene, oil, applisnce, furniture, end other industries under-
going difficult sdjustments. Mesnwhile, business spending prospects
seem a little less rosy. The problem of policy, es we see 1%,
lies in determining what to do vhen the business sltuation is not
80 robust egs to give riese to inflationery consequences if there
were further monetary ease, nor so gnemic as to threaten prompt
collapse if no further esse is forthcoming. The situation is the
more complicated by recent forelgn monetary moves in pertlcular
and the posture of our belance of paymenis problem in general.

25 matters stand, ny own inclination is to make 1lttle chenge
in zy policy views es of the last meeting. That is, T believe we
should work for a elow, steedy lncreese in the reserves availsble
to the beznking system. I pelieve this is necessery because of
the econcaic gitustion end becsuse of the lagped effects of mone-
tary policy. But I also believe that we should, st lesst for the
present, strive to effect the reserve increeses so slowly, gently,
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end steadlly thet we give nc indication of panic, produce,
if posslble, no speculative movement in investment asset
velues, and do not drive short rates to the ridiculous

and obvicusly unsustainable low levels that have character-
ized other essing cycles of mometary policy.

Now, in line with my previocusly expressed opinion that
such qualitative lenguesge 1s of little use to the Desk, I
will try to put en opinion in more interpretasble, quantitative
terms, The total reserve figure for June, on a dally aversge
btesis was $18,280 millfon. That figure represented a modest
incresse in totel reserves end non-borrowed reservee, gnd
permitted spproximately the same modest Incresse in required
regerves, The policy hes been in the right direetion, I feel
sure, and in an entirely defensible emount,

For July, then, I wvould sugpgest that we head for a
reperve target conslsting of the June deily aversge figure,
plus & semsonal of $110 million, plus, in view of the unemploy~
ment and non-boom characteristics of the economy, an additionel
$50 million. That would bring me out with a target for July of
$18,440 million on a deily mversge basis.

Of course, it will have been noticed thet I have edvocated
for the present a policy of modest, steasdy increments in total
reserves gnd, at the seme time, have exhibited concern lest we
drive short bill retes down to en unsustainsble low-.a low that
might be alarming ebroed end, perhaeps, equally unfortunate at
hcme. In thie situetion, I believe we should have recourse to
a policy of bills "usuelly" but by no meens to bills "only."

For it will also heve been notliced that in setting my reserve
target of 160 million edditiongl reserves for July, I have
carefully differentiated between two components: a 110 million
geasone) end $50 million of what I heve been calling, for went
of a better name, a growth factor--perheps betler celled s pro-
vision of reserve bese for the seculsr expansion of the economy.

Such e reserve bese for the seculer expsnsicn of the economy
18, o5 I see the metter, s fractlion of totel reserves having e
far, far greater aspect of permanence then reserves supplied for
sessonal or other temporary purposes. Accordingly, I would urge
that we go, for such component of our purchases, well beyond the
91-dey bill if that should be necessary to svold rate-cutting
coxpetition with other purchasers of that instrument.

Mr., Johns ssid he snd his sssocistes in St. Louis believed that the
current rate of economic ectivity, although high and perhaps not showing

notable signs of softness or wepknegs, nevertheless was belov an atteinable
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and sustainable rate consistent with price stability. In arriving at this
conclusion, due weight was given to many factors and indicators of economie
activity. OSome indication of a potential for a higher rate of activity was
found in the relatively high rate of unemployment, the slow rate of growth
in the labor force, and geing in output per worker since the last recession.
Also, capacity in mining, manufacturing, and transportation appeared to be
more than smple. In spite of this, however, & policy had been followed by
the Federsl Reserve for several months, until recently, that permitted
depogits and total basnk credlt to contract. This was a policy that would
be appropriate for checking an expansionary movement which threatened to

be unsustainsble. Since that &id not appear to be the case, it seemed to
follow that open market operstions should carry out, as and vhen they could,
the mandate contained in the policy directive to supply reserves needed for
moderate bank credit expension.

Mr. Johns commented that he was arguing for moderate bank credit
expansion, not for drastic measures. If his remarks at previous meetings
hed been construed es Pavoring drsstic actions, he wished to make clear
that they were not so intended. He had thought that he was speaking
within the fremework of the directive calling for moderate bank credit
expansion.

Mr. Johns went on to say that he would not attempt to place sny
puzbers on this objective. He wes gratified at the sppeerence of a turn-

around in the reserve position and, perheps hopefully, in the money supply.
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He merely would like to make sure that thig continued, and perheaps at a
Blightly accelerated rate, At a meeting some time ago, and in snother
context, he had spoken of his desire for some exploration of the possi-
bility that the System might supply what in that context were referred
to m# growth reserves by at times going ocutside the bill market. Having
held that view, he was now well disposed toward the suggestion that when
the System wanted to supply reserves, and vhen sggressive attempts to
tuy bllls would force the yields down further than might be considered
degirsble, the possiblility be explored of buying securities other than
bills.

Mr. Johns added that he had been concerned ahout the suggeetion
thst the Federal Reserve could not take steps to increese total bank
credit beceuse of possible depressive effects on interest rates snd consge-
quent cepitsl movements having adverse effecte on the balance-of-payments
situation, and especially our gold position. It wes of concern to him to
hesr it implied thst the gold positlon is 80 precarious that the System
esn not efford to pursue sn eppropriate internsl monetsry policy. There-
fore, he was comforted when, i1f he understood correctly, Mr. Marget said
in effect that such gold movements could be teken in stride., Mr, Johns
geid it wes his opinion they should be taken in stride end cbserved that
such gold moverents are not relstively significent as compared to develop-

ments in cur foreign trade position, to vwaich healthy growth in the economy

iz so important.
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Mr. Szymezak commented on the degree of preparation and fore-
thought evident in the presentations at this snd other recent meetinge of
the Open Market Committee. He went on to ssy that he would not recommend
eny change in policy et thls time, but that there were two matters worthy
of coneideration, The first involved the possitility of Account operations
in short.term securities other thsn bills, if and when there gshould ba times
when thet might seem desirable. This was a metier that in his viev might
well be left to the Judgment of the Mansger of the Account eng the Chairman
of the Committee. Second, he felt that the time hed come for the Board of
Governore to conaider further the question of relessing additional vault
cash to be counted as reserves, slong with other ections having to do with
the legislption on reserve requiremerits that wae enscted lest year.

Mr. Belderston sald that he shared the views of Mr. Szymczak regarding
the fresh ideas beinz brought before the meetings of the Open Market Committee
end that he had been impressed with the memorandum from Mr. Galnes to Mr.
Heyes dsted June 30, 1960, relating t0 total reserves end nonborrowed
reserves. This memorendum, vhich hed been distributed prior to the meeilling,
helped in understanding the views thet Mr. Bryen hed bteen presenting to
the Comittee.

Mr. Balderston sald that he would not recommend eny change in policy
for the next three weeke, With recpeet to the suggestion that the Desk
operate on goms occciions in short-term securitles other then bills, he

would be the lest one to sgy that the Open Market Cormittee should be
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vedded to a doctrinaire policy of bills only. As a practical matter, howe
ever, the System slready owned ebout helf of the outstending certificates,
angd there were relatively few bvills in the portfolio., Aleo, he wes impreseed
by the fact thet during the past year or so the Account portfolio had grown
less 1liquid; it seemed that when the System purchssed longer securities, as
the occesion required, it had difficulty in dispoeing of them,

Mr, Balderston went on to sey that the question he wished to raise
concerning the suggestion made at this meeting hmd to do with the composition
of the Federal debt, which, he thought, wes a responsibility of the Tressury
rether then the Federsl Reserve System., He would like to see the Tressury
inereese the supply of bllls aveilsble in the market, feeling thst this
would be a timely thing to do, as bills were scarce sgnd the Tressury was
raieing money. If the Treesury had made every feasible effort to lengthen
the debt, he thought that 1t would be quite sppropriate to incresse the
supply of bills end that this might sppropriately be suggested to the
Tressury. However, for the System to monkey around with rates through
its owvn actions seexmed not only to sssule s burden that properly belonged
to the Tressury tut elso a rather futile action, becsuse the Treasury, in
its sctions since the first of the yesr, had greatly reduced the supply of
bills. What the System did in its operstions was small in compariscm, end
he had some concern shout the ure of open market operations towsrd that end.
Heving seild this, he wished to recall his concern in the spring of 1958 vhen

the bill rates fell through the floor, snd he still looked at the charts
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with unhappiness. He merely wanted to be sure, in considering the suggestion
made todgy, that the responsitilities of the Treesury snd the System were
not confused.

Chaeirmsn Martin said he had little to add to the discussion, except
to suggest that this was a bad time of the year to be taking soundings om
the economy generally. One should be cereful in July end August, particu~
larly with all of the varying views thet were going 1o be heard sround the
country, not to meke hasty Judgments as to what wes golng to happen. On
the whole, he saw more to be encourasged mbout in early July then he had
expected six weeks sgo. There was an underpinning to the economy that
should not be ovarlooked.

Chairman Martin seld he had had no ides that the matter of bills
only, bills usually, or short-term securities, preferably bills, would
come up at this meeting. After relating sn incident to illuatrate hils
point, the Chelrman suggested that the Committee would not want to get
into & position of debating the matter of "bills only" indefinitely. It
was proper to ralse the question, of course, snd he sympathlzed with Mr.
Balderstont®s point sbout the problem of the Tressury in regard to the
supply of bille. However, he felt the Committee should recognize that
even in most extreme moments 1t should not get into the positicon that it
wes only bills sbout which we were talking. If one were to go to securities
of 18 months or two years or something of that sort, and if there were

clearly no other securities to be acquired except by reeally pushing the
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Y111l rate down, thie was something that ought 4© be teken into consideration.
At least, that was him own feeling. The Committee would be subject to the
charge of teing doctrinsire 4f, under extreme conditions such a8 occurred
recently, 1t pushed the b11l rste down to, say, .5 per cent in order to
scquire bille. This was juat an observation.

The Chalirmen then seid that he had sympathy with the presentation
of Mr. Bryan this morning. The System ought to try to build the reserve
position steadily, snot In the sense of creating easy money but in the sense
of supplying reeerves for growth of the economy. How to do this wes a
difficult cuestion, the answer to which was i1llusive. However, he belleved
the System was msking progress in ithet direction., In a period like this,
he suggested, it would seem that errors--although this was not to suggest
that they be made deliberately--could be more on the side of ease than
under other eircumstances.

Chairman Mertin then sald thet, within the general framework in
vhich the Committee had been opersting for elmost three months, all that
seemed to be called for at present was to mark time. This sppeared %0 be
the consensus; that ie, t0 mark time, within the freamework and spirit in
vhich the Committee was operating todey. What the Committee might want to
do six weeks from now was snother question.

Referring to the comments by Mr. Szymczsek concerning implementation
of the reserve requiremsnt legisletion, the Chairmen noted that these questions

were before the Dosrd eonstently. The Bosrd had discucsed them getively in
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recent weeks snd would continue o dipeuss them. He went on to say that
everyone cught to be trylng to see how the Syetem could handle the growth
fsctor in the economy from the gtendpoint of reserves, This should be
done in a8 orderly end intelligent = wey as posaible,

The Chairman then suggested that, unless there was a disposition
to debste the question of degree, the present directive be reaffirmed and
thare be ggreement to mainteln until the next meeting ebout the same
general stste of operations that had been maintained.

In further discussion it was noted that the dirsctive called for
providing reserves needed for moderate benk credit expansion, and the
Chairman commented that the question of how to achieve that objective
wae difficult. However, he thought thet the Commlitee was slowly geliing
it.

There were geversl indications of agreement with this comment, end
the Cheirmen added that, like Mr, Johns, he would not want to lose the
ground thet had been gained, However, the Tressury wes Iin the market and
it would be necessary to be rather careful ebout stirring up the market in
elther direction.

The Chalrmen then sald thet, if there was no disposition to the
contrery, the present directive would be spproved. He inquired vhether
Mr, Rouse hgd eny comzent, and the latter replied in the pegative.

Mr. Esyes said he had no question on the congensug or the directive.

However, it wezs not entirely clear to him what the Committee felt the leeway
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of the Accournt Maspager was in the matter of deseling in short-term securities
other than bills if a situation existed where operating solely in bills
would have an undesirably strong effect. He asked whether the Committee
felt that the Manager had this leeway or whether it was felt the Manager
should come to the Committee for specific instructions.

Chairman Martin seid he had always thought this leeway existed.

The Manager could, of course, confer with memberg of the Committes if he
had doubts, but the Committee might be criticized for having a doctrineire
position if it did not mean "ghort-term securities, preferably bille."

Mr. Allen recalled that on one occasion the portfolio of bille got
50 low that the Desk s0ld securities other than bllls, and Mr. Robertson
recalled that there had been some discussion of the matter at the meeting
of the Committee before thig occurred. Mr. Shepardson said he would have
the same understending as had been expressed by the Chairman, and Mr. Bryan
said this would be his understanding of the matter alsc.

Mr. Mills said it should be understood that this indicated a
departure from what hed been & general practice, and that presumably such
operations should not be undertaken without consultation. Otherwise, the
Judgment of the Desk would be pitted against whet might be conflicting
views among the members of the Committee at the particular time. If he
were the Manzger, he would be loath to go off on a new venture, particularly

under present conditions, on his own euthority and initiative.
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Mr. Heyes sald the Mansger clearly had been loeth to do 80 in the
past, gnd Mr., Mills replied in terms that he hoped the Mensger would continue
to feel that way. Mr. Robertson indicated this was slso his feeling,

Reference was msde to the poszibility of discussion of any such
sltuation durlng the morning telephone call, end Mr. Mills observed that
the morning call involved only a tripasrtite discussion, vwhich in his
opinion did not seem broad enough., Mr, Hayes commented that all Committee
merbers and other Presidents recelve a wire on the morning cell within a
short time thereafier, and they would therefore have an opportunity to
express thelr views concerning any cperatione beyond the bill area that
may be contemplated,

Mr, King comzented thet accordlng to the reserve projections he
would not envisage the need for a lot of cperations in the next few weeks,
end Mr. Hsyes ssid that his question had not been reised with particular
reference %o the next three weeks but rather with reference to the sntiel-
pated need for reserves durlng the belance of the year,

Mr. Hayes then made the commz=nt that he did not feel one could say
thet the level of rates was solely the interest of the Tressury snd not the
System. The retes sre inevitably effected by what the System does, and in
his view they are = Joint responsibility of the Treasury and the System.

Mr. Hsyes also sald that if there was no cbjection he would have
distributed to the Committee merbers and other Presidents copies of a

merorendun prepared at the Federal Reserve Bank of Rew York under date of
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July 5, 1960, with regerd to the possibility of Open market operations in
other short-term securities in addition to bills, The menorandum, he

pointed out, would amplify the comments he had made in his statement
this morning.

Cheirman Martin indicated there would be no objection to the

distribution of the memorandum,

Thereupon, upon motion duly made and
seconded, the Committee voted unsnimously
to direct the Federal Regserve Bank of New
York, until othervise directed by the Com-
nittee:

(1) To make such purchases, sales, or exchenges (including
replecement of maturing securities, snd allowing maturities to
run off without replacement) for the System Open Market Account
in the open market or, in the case of maturing securities, by
direct exchange with the Treasury, ms mey be necessary in the
light of current snd prospective economiec conditions and the
general credit situation of the country, with a view (a) to
relating the supply of funds in the market to the needs of
comuerce and business, (b) to fostering sustainable growth in
economie activity end employment by providing reserves needed
for moderate bank credit expansion, and (c¢) to the practical
administration of the Account; provided that the aggregate
emount of securities held in the System Account (including
comnitrents for the purchese or szle of gecurities for the
Account) at the close of this date, other than special shorte
terms certificates of indebtednesg purchased from time to tine
for the temporary sccommodation of the Treasury, shall not be
increased or decreased by more than $1 billiong

(2) To purchase direct from the Treasury for the account
of the Federal Reserve Bank of New York (with discreticm, in
cases vhere it seems desireble, to issue participations to one
or more Federa) Reserve Benks) such amounts of special short-
term certificates of indebtedness as mey be necessary from
tine to time for the temporary asccommodation of the Treasurys;
provided that the total amount of such certiflcated held at
any one time by the Federal Reserve Banks shall not exceed in
the sggregate $500 million.
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There had been distributed to the Committee copies of a memorsndum
from Mr. Rouse dated July 1, 1960, trensmitting s memorendum of the same
date from Mr., Larkin, Assistant Viece President of the Federsl Reserve Bank
of New York, concerning System Open Market Account trensactions in one-
Year Treasury bills maturing July 15, 1960, under the suthorization given
by the Committee on April 12, 1960, and renewed at subsequent meetings,
to acquire up to $150 million of such bills elther by outright purchase
or by swepping other bills. Mr. Larkin's memorsndum showed that $36.8
million of these bills had been acquired since the meeting on June 1k,
meking & total of $134.7 million acquired under the Commitiee suthorization
and total System Account holdings of $1k8.1 million.

In commenting on the matter, Mr. Rouse suggested that 1f the
Committee should decide to give similar emthority et a later date with
respect to other issues of one-year bills, the sathorization be clearly
confined to bills that might be acquired by wey of "swep" transections.
The euthorizetion, in the form edopted with respect to the July 15 bills,
seeced to limit slso the mecquisition of euch bills by ocutright purchase,
thus deterring the Desk, on the besis of such en interpretation, from
sequisition of certain one-year bills that were offered yesterdsy at a
time wvhen it desired to supply edditionel reserves to the market, He
added that there eppesred to have been no repercussions in the market as
the result of trenssctions eonducted pursusnt to the suthorization first

given on April 12, 1960.
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In response to a question as to whether he intended to request
suthority for the scquisition of other issues of one-year bills, by swap
transactions, similar to thet given with respect to the one-year bills
of July 15, 1960, Mr. Rouse replied in terms of steting reasons why he
would prefer to study developments snd wait until the next meeting of
the Committee before determining whether to recommend that such authority
be given. He indieated that at present it sesmed possible that there
would be no occasion to ask such suthority for the mcquisition of one-
year bills maturing October 17, 1960.

There followed discusslon in which reference was made to current
System Account holdings of one-year bills, other than the July 15 bills,
and to the posaibility that the Account might be able to acquire such
quantities of those bills as it desired without going into swap trans-
actions., In this connection, Mr. Rouse stated his understanding thet
no special authority from the Comnittee was needed for the outright
purchase of dne-year bills, and there was no indication of disagreement
with this statement.

With respect to the languege of the enthorization to acquire
July 15 vills first given on April 12, 1960, which provided for the
acquisition of up to $150 million of such bills either by outright
purchese or by swepping other bills, Mr. Robertson made the comment

that, m3 Mr. Rouse hed suggested, considerstion ghould be given to
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phrasing eny future suthorizastion with respect to other issues of one-year
?ills in such manner that it would be clear that the Desk was not limited
in acquiring such bills by outright purchase, ss opposed to swep transactions.
At the suggestion of the Chairman, it
wes then sgreed uraninmously to termipate,
effective immedietely, the axthorization
originally given on April 12, 1960, for the
scquisition of cpne-year ville of July 15,
19€0.

Reference was made to s memorandum from Mr. Young, which had been
distributed under dmte of July 1, 19€0, suggesting thet in view of the
initietion of the uwalform statistical reporting program in the Market
Btetistics Department of the Federal Reterve Bank of New York in May,
it now seemed gppropriste to give further thought to steps thait might be
teken looking towerd the development of stendard sccounting practicea for
Governrent securitlies deelers. As background, the memorsandum pointed out
thet with the mexorandum of October 5, 1959, from the Secretary of thes
Committee regerding the Treasury.Federasl Reserve study of the Government
securities market there wes distributed en inventory of aress for possible
administrative action which suggested certsin steps for oblaining more
pdequete information sbout the merket, including: "Undertake preparstion
of recommuendgtions for, or marual of, standard sccounting practices for
Government security deslers, designed to facilitate daily reporting, st

minirum cost to desler respondents, of needed current statistlics snd

periodic reporting of dealer's financiel and earnings position on
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stzndard basis . . .M Aleo, the report of the Steering Group dated January
5, 1960, regarding the setting up of a reporting system for obtaining
information about the Government securities market included a statement
that one element of an adequate informstional progrem included the develop-
ment of composite finsncial statements for Government securities deslers
for such public information use as experience showed 10 be gppropriste,
The report further conteined a recormendation that smong the reports to
Ye submitted by dealers there be a statement of financial condition
having standardized content and form, such reports to be submitted
quarterly, but one esch yerr to be certified by an independent fiym of
accountants in the casge of nonbgnk dealers, Coples of such finasncial
statement reports of nonbenk deglers would bte avalleble to the Treding
Degk of the New York Bank for the purpose of gppreising credit worthiness
and financlal standing.

In the course of compenting on the memorandum, Mr. Young noted
that nonbank deslers currently submit reports to the Desk once or more a
year, but not on s stenderd form, and anyone who might be interested in
studying the merket was handicepped by & lack of information in composite
form. This matter had been the subject of lengthy discussion with the
Tremsury in connection with the study of the Government securities market,
and the Treasury representatives were inclined to feel that this wes an

important item. However, slthough the recozzendgtions referred to in the
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memorazndum were mede, the principsl concern st the time was with getting
the statistical reporting program started snd no sction wae teken on them.

Chairman Mertin noted that the matter of devising standardized
sccounting practices end reports involved difficult problems. He sug-
gested, however, that the Committee might wish to ask the Steering Group
to explore the matter, Thie group, which would include Messrs. Young and
Larkin and someone designeted by the Treasury to replace Mr, Mayo, who had
resigned from the Treasury staff, would be ssked to bring back & recom-
mendation for the consideration of the Committee,

The Chgirmen then turned to Mr. Rouse, and the latter said he
wonld like to reiteraie his comments on the subject esrlier in the year.
As far es date were concerned, the Desk wes getting sudited reports at
least on sn snmusl basis from each nonbank dealer. From the credit
stendpoint, therefore, there wms no problem. The Desk knew the conditiom
of the dealers, snd in &1l the years there had been nc problem with vhich
the Deck could not deal. In the circumstences, he did not know for what
reason additional information might be needed by the Desk,

Mr. Rouse then described some of the difficultlies thet would be
involved in developing stendardized reports for the use of ell Government
gecurities deslers. He also pointed out that the System hed no mandate
from the Congress on this matter. Conceivably, this was a type of infor-
mation that the Treesury might 1ike to heve for use in responding to

certain guections thet might be raised ty Congressicnal sources, but
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there vas a question in his mind regarding the propriety of underteking a
program such as had been suggested.

Mr. Hayes spsid he had & good deal of sympathy with the views that
Mr. Rouse had expressed. He could understsnd that the Tressury snd the
Federal Reserve mighi be in a stronger position to refute loose statements
if composite figures for Government securities deelers were available, but
he was impressed by the difficulties thet Mr, Rouse had mentioned in
developing standardized practices that would encompass the msny diverse
activitiea of the dealer group, end slsc he was disturbed ebcut the
interference in an ares of free enterprise that would be involved in
developing & system of stendardized practices. If dealing in Government
securities was as profiteble egs some were suggesting, he felt that it
would be obvious that there would be more than seventeen Government
gecurities deslers. In view of the burden of reporting that the System
had pleced on Government securities deslers recently, he felt that it
would be unwise to make additional reporting requests at this iime,
perticularly in sn erea where dealer reaction would be apt to be far
less syupathetiec. These factors, of course, would not preclude the
Cozmittee from ssking the Steering Group to look into the problem.

Cheirmen Martin com:ented thet the Steering Group had done e good
Job in putting the stetisticsl progrem together and thet this was s loose

end. If there wes no cbjecticn, he proposed that the Comittee request
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the group, which would include a person designated by the Treasury to replace
Mr. Meyo, to explore the matter further, with the understanding that a memo-.
randum would be brought back to the Committee for consideratiom.

There belng no objection, it wee sgreed to proceed in the manner
suggested by the Chelrman,

As an sddendum to the foregolng discussion, Mr. Young noted that
the Dougles Bubcommittee last year sent rather elsborate forms to the
Government securities deslers snd obtained certain datms covering a period
of ten years., The Subcommittee now had obtained two university men for
the summer and had assigned them 1o anslyze the data., It wes understood
that they were to subtmit a report based on their snalysie later this
summer.,

It wes sgreed that the next meeting of the Federal Open Market
Coznittee would be held on Tuesdey, July 26, 1960, at 10:00 a.m,

Chairman Martin noted that according to the usual three-week
schedule, succeeding meetings of the Committee would be held on August
16 and September 6, 1960. He suggested, however, that the meeting vhich
would normally be held on September & be held instead on September 13,
1960, subject to review at the July 26 and August 1€ meetings in the
1ight of developments that might indicate the desirsbility of auny change,

There was egreencnt with this suggestion, end 1t wes understood
thet a meeting of the Conference of Presidents of the Federal Reserve

Benks would be tentatively scheduled for Mondey, Eeptexber 12, with a
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meeting of the Board nd the Presidents following the Open Market Committee

meeting on Tuesdsy, September 13.

The meeting then adjournped,
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