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Woshington, D. C., Scpterber 24, 1929 . dﬁ;/g'zéflif
The meeting was celled to order at 10;30 o'clock, there being present
Governors Harrison, Herding, McDougal, and Norris, and Mr. Burgess, acting
seercetery. Governor Fancher was not able to attend on account of illness.,
A prelininery memorandum reviewing the credit situation was presented
by the chairman and fully discussed. A brief report by thc seorctary reviewing
transactions since the last meeting was also presented,
A full discussion of the credit situation ensued, as a result of
which a tentative minute containing recormendations of the Cormittee was drafted.
At 12:00 o'clock Governor Young joined the meeting and discussed with
the Committee proposals made in the tentative draft.
: At 12:30 o*clock Dr. Goldenweiser joined the meeting.
‘ Various amendments to the draft recormendation were considered.
At 1:15 the Comittee adjourned for lunch end later, prior to meeting
with the Federal Reserve Board, the following report of the Cormittee was
unanimously adopted by all members of the Committee present.
1\ I' "The Cormittee has reviewed a preliminary memorandum
<i::) and current credit eonditions.

{ "During the past eighteen months interest rates in
this country have gradually risen and money, especially for
new undertakings, has becoue more difficult to obtain. While
business continues at a high level, there are sone indica-
tions of a possible impending recession.

"Rates in many foreign centers have risen even nore
markedly and the loss of reserves of central banks threatens
further increases in rates and probable curtailment of Europe's
capacity to buy this country's products.

"In accordance with the System policy adopted on sugust
8th seasonal requirements for Federal reserve credit have been
met by bill purchases, and in fact such purchases have been
sufficient to reduce rediscounts to some extent.
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TFor tho purposc of avoiding any incrcase und, if possibdlc,
facilitatd some further resduction in the total volumc of meuber
bank discounts during the fall season, if this can be donc
7ithout stirulating unneccssary or abnorimal cxpansion of member
bank credit, the Cormittee favors a furthor increase of the open
market holdings of the Federal reserve banks. It favors an
inercase of thesc holdings by the continucd purchase of bills
if they can be obtained in sufficicnt amounts to accorplish
this purpose. If bills cannot be obtained in sufficient axiounts
without interfering with the present dosirable distribution,
it favors the purchase of Govermaent certificates of the short
naturities.

"The Cormittee thercfore rccormiends that it be author-

ized to purchuse not to cxeceed 25,000, 000 a wgak of such

certificates for zccount of such banks as ean,partlclpats,

with the understanding that such purchases be nade only under

the conditions above stated, and with the further understanding

that thore be careful current review of the consequences of

such purchases, in order that there ray be another necting

w#ith the Board at any tirie thet that nay seen adviseble either

to the Board or to the Cormitteec. In any cvent, the Comnit-

tce foels that there should be another such ueeting not later

than Noverber lst." ”

The reeting re-convencd at 2:30C o'clock with the Federal Rescrve Board,
therc being present in addition to the nerbors of the Cormittec, Secretary
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Mellon,(and Messrs. Pole, James, Cunningham, Sread, McClelland, and Noell.
A
Scerctary Mellon presided.

The prelininary memorandun: was first read to the recting and was
followed by discussion of various aspects of the credit situation.

Governor Harrison then prescnted the report of the Committec znd its
recormendstions to the Board. In presenting these recarrendations Governor
Herrison indicated that the proposal for a possible purchasc of Governrcnt
sceurities was rade only to provide for the contingency of not being able to
sceure a sufficient ariount of bankers acceptances to rieet the seasoncl expension
in Federal reserve credit and neke sorie additional provision for rcduction in
the total of uonber bank borrowings. The proposal to bring about sorc reduction

in these borrowings was not tiade with the thought that it would be possible

to wring about any substantial easc in the noney rierket under present conditions,
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but rother with the thought that sorie reduction in this indebtednsss would be
a necessary pre-requisite to any future easing of interest rates generally}as
soon as that becarie possible without the risk of unnecessary or abnoruel ex-
pansion of nenber bank credit. He enphasized the fect thot money retes both
in this and in other countries appeared to have risen continuously toward
higher levels, and that the proposed purchase of Govcrament scecuritics, it
necessary as a supplcnenf to purchasecs of bills, might bc a helpful influcnce
towerd preventing further stringency of money znd puving the way in the future
for a restoration of morc nornal nonetary conditions throughout thc world.
There ensued a discussion of the proposels made. In particuler,
¥r. Cunninghan raised a question whether a further reduetion of bill rates
night be possible. Upon this point it was the genercl fooling of the memnbcrs
of the Open Market Cormiittee that a further reduetiorn of these rates at this
tine would be undesirable,as an artificially low rate 2nd would tend to inpede
or even undo the distribution of bills.

After further discussion the meoting was adjourned et 3:35,F ~

W. Randolph Burgess,

Leting Scerctary.

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






