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Room 1 71 , Treasury B u ild in g , W ashington, D . C .,  at 10 :45  a.m . on Tuesday, |̂ || 

November 1 , 19 27.

PRESENT: Governor S tron g , Chairman
Governors H arding, N o r r is ,  Faneher,
McDougal, and M essrs. H arrison  and 
B urgess.

The Chairman d is t r ib u te d  to  the members o f  the committee a b r i e f

supplem entary re p o r t  dated O ctober 28, 1927, e n t i t le d  "Supplem entary Note 

on Gold Earm arking," in  a d d it io n  to  th ree  r e p o r ts  which had p re v io u s ly  

been n a ile d  to  the members o f  th e  committee as fo l lo w s :

(a )  P re lim in ary  Memorandum fo r  Open Market Investm ent
Committee dated  O ctober 18 , 19 27.

(b )  D r. B u rgessf Memorandum on the S tock  Market dated
O ctober 18, 1927.

( c )  R eport o f  S ecre ta ry  o f  Open Market Investm ent
Committee dated November 2 , 1927*

Upon m otion  duly secon ded , i t  was

VOTED t o  send c o p ie s  o f  the above m entioned memoranda t o  the

F ed era l R eserve B oard ,

A c co rd in g ly , th e  s e cre ta ry  im m ediately d e liv e r e d  to  the F ederal 

R eserve Board seven com plete s e ts  o f  th e  memoranda in  q u e s t io n .

The Chairman re p orted  th a t  s in ce  the p rep a ra tion  o f  the  supple

mentary n ote  on g o ld  earm arking, th ere  had been an in d ic a t io n  o f  fu rth er  

movements o f  g o ld .  I t  was thought probable  th a t  approxim ately 

&36,000 ,000 o f  g o ld  would be exported  to  B r a z il  u t i l i z i n g  the p roceed s 

o f  a loa n  t o  th a t  co u n tr y ; th a t something between $17 ,000 ,000  and

025 ,000 ,000  o f  g o ld  would be exp orted  t o  Poland in  con n ection  w ith  th a t 

co u n try ’ s program fo r  s t a b i l i z a t i o n ;  and th a t  in  a d d it io n  to  th ese  

shipments th ere  would probably  be some g o ld  movement t o  Canada in accord 

ance w ith  the u su a l season a l ten d en cy .
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A fte r  a d is c u s s io n  o f  th e  memorandum and the supplementary rex

p o r ts  nade by th e  Chairman, upon m otion i t  was

VOTED th a t the pre lim in ary  memorandum fo r  th e  Open Market In « 

vestm ent Committee dated O ctober 18,, 1927, to g e th e r  w ith  the supplementary 

n ote  o r  g o ld  earmarking be adopted as a b a s is  fo r  the com m ittee 's  program

fo r  the next few  months*

There ensued a d is cu s s io n  o f  the v a r iou s  q u e stion s  ra ise d  by

th e  memorandum and the o th er  re p orts*

At one o ’ c lo c k  p.m . the committee adjourned fo r  lunch  and re-*

convened at two o ’ c lo c k  p.m .

A fte r  a fu rth er  d is c u s s io n  th e  fo llo w in g  re p o r t  was adopted ;

"The committee has con sid ered  the c o n f id e n t ia l  pre
lim in ary  memoranda subm itted by the Chairman, and upon the 
b a s is  o f  th e  memoranda prop oses th a t  the open market p o l i c y  : 
o f  the System u n t i l  March 1st n e x t , u n le ss  developm ents not 
now a n t ic ip a te d  re q u ire  a fu rth er re v ie w , s h a ll  b e : t o  main- 
t a in  s ta b le  r a te s  fo r  money at about p resen t l e v e ls  and 
preven t fu r th e r  im ports o f  g o ld .

In  order to  ca rry  out the above p o l i c y ,  the committee 
would adopt the fo llo w in g  program and p roced u re :

( 1 )  The plan o f  o f f s e t t in g  g o ld  movements by pur
chases and s a le s  o f  s e c u r i t ie s  would be continued as h e r e to fo r e .

(2 )  Any co n s id e ra b le  advance in  ra te s  fo r  money t o 
wards the end o f  the year would be d e a lt  w ith  on ly  i f  n ecessa ry  
by tem porary purchases o f  s e c u r it ie s *

(3 )  During th e  retu rn  flo w  o f  currency  which u su a lly  
o ccu rs  in  January, s a le s  o f  s e c u r it ie s  would be made in  amounts 
s u f f i c i e n t  to  insure retirem en t o f  the season al is su e  and pre
vent i t s  b e in g  added to  member bank r e s e r v e s .

( 4 )  In event o f  the renew al o f  a g o ld  movement to  
the U nited S ta te s , g o ld  may be purchased abroad in  London, and 
p o s s ib ly  in  H olland and S w itzerlan d , i f  n e ce s s a ry , at a p p rox i
m ately t h e ir  go ld  export p o in t s ,  or exchange on th ose  co u n tr ie s  
may be purchased , so as to  a r r e s t ,  i f  p o s s ib le ,  a fu r th e r  ix>* 
p o r ta t io n  o f  g o ld .  The l im it  upon such purchases t o  be
s?10Q ,000 ,000* Such purchases would a lso  be o f f s e t  the same 
as the g o ld  movement. Gold or exchange purchased may be in
v ested  in  b i l l s  or  employed at in t e r e s t ,  as in  the case  o f  the
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bank o f  England account*

(5 )  The co n s id e r a t io n s  which w i l l  guide the com m ittee 
as t o  when and fo r  what amounts such tr a n s a c t io n s  s h a ll  be made, 
a re :

(a )  The amount o f  borrow ings by member banks 
from th e  R eserve banks;

( b )  The gen era l l e v e l  o f  in t e r e s t  r a t e s ;

( c )  The movement o f  fo r e ig n  exchange ra te s  
as an in d ic a t io n  o f  p o s s ib le  g o ld  im p orts .

The committee would exp ect t o  be charged w ith  the execu
t io n  o f  the program fo r  account o f  th ose  R eserve banks which approve 
and p a r t ic ip a te * ”

The m eeting adjourned at 5 p*nu

George L » H arrison* 
A ctin g  S ecretary*
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