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M inutes o f  M eeting o f  Open Market Investm ent Committee

The m eeting was c a l le d  to  o rd e r  at 10 ;30  o ’ c lo c k ,  th ere  b e in g  p resen t

G overnors H a rr ison , H arding, McDougal, and N o r r is , and Mr* B u rgess, a c t in g  

s e c r e ta r y . Governor Fancher was n ot a b le  t o  a tten d  on account o f  i l l n e s s .

A p re lim in a ry  memorandum rev iew in g  the c r e d i t  s itu a t io n  was p resen ted

by th e  chairman and f u l l y  d is cu s s e d . A b r i e f  r e p o r t  by the s e c r e ta r y  rev iew in g  

t ra n s a c t io n s  s in ce  the l a s t  m eeting was a ls o  p re se n te d .

A f u l l  d is c u s s io n  o f  the c r e d i t  s itu a t io n  ensued, as a r e s u lt  o f

which a te n ta t iv e  m inute con ta in in g  recommendations o f  the Committee was d r a fte d .

At 1 2 :00  o ’ c lo c k  Governor Young jo in e d  the m eeting and d iscu sse d  w ith

At 1 2 :3 0  o ’ c lo c k  D r. G oldenw eiser jo in e d  th e  m eetin g .

V ariou s amendments to  the d r a ft  recommendation were co n s id e re d .

At 1 :1 5  the Consoittee adjourned f o r  lu n ch  and l a t e r ,  p r i o r  t o  m eeting

w ith  th e  F ed era l Reserve B oard , the fo l lo w in g  re p o r t  o f  the Coranittee was 

unanim ously adopted  by a l l  members o f  the Committee p re se n t .

th is  cou n try  have g ra d u a lly  r i s e n  and money, e s p e c ia l ly  f o r  
new u n d ertak in gs, has become more d i f f i c u l t  to  o b ta in . W hile 
b u sin ess  con tin u es  a t a h igh  l e v e l ,  th ere  a re  sone in d ic a 
t io n s  o f  a p o s s ib le  impending r e c e s s io n .

"R ates in  many fo r e ig n  ce n te r s  have r is e n  even more 
m arkedly and the l o s s  o f  r e se rv e s  o f  c e n tr a l  banks th rea ten s  
fu r th e r  in cre a se s  in  r a te s  and p rob a b le  cu rta ilm en t o f  E urope’ s 
c a p a c ity  t o  buy t h is  co u n try ’ s p ro d u cts .

’’ In  accordan ce w ith  the System p o l i c y  adopted on August 
8 th  season a l requ irem ents f o r  F ed era l re se rv e  c r e d i t  have been 
met by b i l l  p u rch a ses, and in  f a c t  such purchases have been 
s u f f i c i e n t  to  redu ce re d is co u n ts  to  some e x te n t .

W ashington, D. C . t September 24 t 1929

the Committee p ro p o sa ls  made in  the te n ta t iv e  d r a ft

&

h "The Committee has review ed a p re lim in a ry  memorandum 
and cu rren t c r e d i t  c o n d it io n s .

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

’’The Committee therefore recommends that i t  be author
ized to purchase not to exceed $ 2 5 , 0 0 0 , 000 ja^W9ek o f such 
c e r t if ic a te s  fo r  account o f  such banks as mk p a rtic ip a te , 
with the understanding that such purchases be made only under 
the conditions above stated, and with the further understanding 
that there be carefu l current review of the consequences o f 
such purchases, in order that there may be another meeting 
with the Board at any time that that may seem advisable either 
to the Board or to  the Committee. In any event, the Commit
tee fe e ls  that there should be another such meeting not la ter  
than November 1 s t ."  '/

The meeting re-convened at 2:30 o 1clock  with the Federal Reserve Board,

there being present in  addition to  the members o f  the Committee, Secretary

Mellon, ana Messrs. F oie , James, Cunningham, Snead, McClelland, and N oell.
K A

Secretary Mellon presided.

follow ed by discussion o f  various aspects o f the cred it s itu ation .

Governor Harrison then presented the report o f  the Committee and it s

recommendations to  the Board. In presenting these recommendations Governor 

Harrison indicated that the proposal fo r  a p ossib le  purchase o f Government 

secu rities  was made only to provide fo r  the contingency o f not being able to 

secure a su ffic ie n t  amount o f  bankers acceptances to  meet the seasonal expansion 

in Federal reserve cred it and make some additional provision  fo r  reduction in 

the to ta l o f member bank borrowings. The proposal to bring about some reduction

The preliminary memorandum was f i r s t  read to the meeting and was

in  these borrowings was not made with the thought that i t  would be p ossib le  

to Tiring about any substantial ease in  the money market under present cond itions,
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but rather with the thought that son© reduction in th is  indebtedness would be 

a necessary p re-requ isite  to any future easing o f  in terest rates generally^ as 

soon as that became possib le  without the r isk  o f unnecessary or abnormal ex

pansion o f member bank cre d it . He emphasized the fa ct  that money rates both 

in  th is and in other countries appeared to have risen  continuously toward 

higher le v e ls , and that the proposed purchase o f Government se cu r it ie s , i f  

necessary as a supplcnent to purchases o f b i l l s ,  night be a help fu l influence 

toward preventing further stringency o f  money and paving the way in the future 

fo r  a restoration  o f  more nornal monetary conditions throughout the world.

There ensued a discussion o f  the proposals made. In p articu lar,

Mr. Cunningham raised a question whether a further reduction o f b i l l  rates 

might be p oss ib le . Upon th is point i t  was the general fee lin g  o f  the members 

o f  the Open Market Committee that a further reduction o f those rates at th is

time would be undesirable as an a r t i f i c ia l ly  low rate and would tend to  impede/
or even undo the d istr ib u tion  o f b i l l s .

A fter further d iscussion  the meeting was adjourned at 3 :3 5 .P ^

W. Randolph Burgess,

Acting Secretary.
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