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(4) Previde for more than
one ‘ice President,
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(9) Desirable to eliminste
this, but would not m&k ¢
to secure elinm=

would not meke concessions to

obtain it,

legormencations
(8)wualifications expressed
in liouse $ill prefersbles but
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iouse

The Covermer of the Poard would
be exempted from the reguirement thet
no two sppointive memberes of the Hoard
may be selected from the ssme Federal
Feserve distriet,

Upon the expiration of their terms
of office, mewbers of the Fosrd would

continue to serve until their successors
are appointed and have qualified,
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Lecoumendations

(10)imsist on louse provie
sione

Cele

Selaries of loard members would
be ineressed from #12,000 & year to
915,000,

Poard memders eppointed after
the ensctment of the bill would not
be eligible for resppointment after

(11)2ecept Semate provision.

that this be
dhw

serving & full term of fourteen
Jears,

Ume of the mesbers would be (12)First cholce: lHouse bill,
designated by the ‘resident as Chair- iecond cholee: Term as
men and one as Viece Chairmen of the chairman same 65 ters &s mem-
Bomrd, "to serve as such for a temm ber of Poard.
of four years".

The Chairman would not be re- (13) to insist on
leved of the twoeyear dissbility House if firet
sgeinst holding say office, pesit choice on preceding peint
or exployment in & member bank if he 18 adopted.
resigned as & member of the Hoard
after his designation ss Chairmen
had expired.
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mitted entirely,

(14) Compromise by limite
ing it %o policies. ;
Would meke no concession to

obtain change.

(15) touse provision desire
sble but would not make
concessions to obtein it,
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House

Objectives of Federal Keserve Policy.

Section 204‘1:2 would add a new sube
s on at the end of seetion 11 of
the Federal Reserve Act so as to make
it "the duty of the Federal Lkeserve
Board to exercise such powers as it
possesses in such manner as to proe
mote conditions conducive to busie
ness stability and to mitigate by its
influence unstabiliszing fluotuations
in the general level of production,
trede, prices, and employment, so far
as may be possible within the scope of
monetary action and oredit administra-
tione "

Open Merket Opergtions.

Section 2056 would amend section 12A
of the Federal Reserve Act, effective
ninety days after enactment of the
bille The title of the Federal Upen
Market Committee would be changed %o
the Open larket Advisory Committeejand
it would consist of five representa~
tives of the Federal Reserve banks
(with alternates to serve in their
absences) elected annually by the
governors of the twelve Federal Re-
serve banks. The Committee would elect
its own chairman, and would meet upon
the call of the chairman of the Come=
mittee or the call of the Governor of

Digitized for FRASER
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Senate

The specific provision would be
omitted entirely, but, as indicate-
ed below, section 204 would retain
in seoction 12A of the Federal ke~
serve Act another provision re-
gerding the standard for open
market operetions.

Section 204 would amend section
12A o Reserve Act,ef-
fective ninety deays after ensotment
of the bille The Federal Open Mare
ket Committee would consist of the
seven members of the new Board and
five annually~elected representa-
tives of the Federal Reserve banks.
One of the five Reserve Bank rep-
resentatives would be elected by
the directors of the Federal Re-
serve Banks of Boston, New York
and P"hiladelphiaj one by the
directors of the Federal Reserve
Banks of Cleveland, Chicago

Recommendations

(16) Insist on House
provision or similar proe
vion, Suggest following come

promises

"The Federal Reserve
Board shall use its powers
to maintain sound banking
and credit conditions and,
g0 far as banking edainis-
tration and monetary ac-
tion may contribute to
this end, to restore and
maintain full and sustein-
ed employment of labor amd
of the productive capacity
of the nation,"

(17) First choice:
Ingist upon House

Bill exeept provide for
selection of five members

of Open liarket Adviso
Cormittee on na';-nla
besis as provided in
Senate Bill.

Second choice:

Reduce Board to five
members serving for tem .
Yeapcterme gna - -
have Open Market Committee
consist of five Board mem=



liouse

the Board, but meetings would be
called whenever requested by a
majority of the Committee members
of a majority of the Board mesbers.

The Federal ieserve Hoard would
from time to time preseribe the
open market peliey of the Federal
Reserve “ystem, and it could make
changes in the open market poliesy
on ite own initiative. However the
Committee would consult and advise

tien of the open nmar es
perform related duties presoribed by
the Boarde
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The Committee would consider,
adopt, and transmit to the several
Federal leserve banks, "regulations"
relating to transactions
of sueh banks end "relations of the
Federal Reserve Sfystem with foreiga
central or other foreign banks."

to four by elimingting the
one selected at large.



House Senate Recommendations

of Federal Reserve banks under section
14 of the Aet would be subject to regue-
lation, limitation, or restrietion by
the Boarde. The provisions of section
124 relating to the Board's power te
regulate relations of the Federal Re~
serve System with foreign central or
other foreign banks would be eliminat-
ed, but apparently with little effect,
since the power to control such rele-
tions of Federal Leserve banks would
remain in the Board under section
14(g) of the Federal Reserve Act.

federal Reserve banks would be re- Reserve banks would be forbidden (18) Insist on cheange
quired to purchase or sell commeroial to "engage or decline to engage in eliminating any question
paper, government bonds and other such open=market operations except in that banks must comply
obligations made eligible for purchase accordance with regulations adopt- with open market policy
under seotion 14 of the rederal Reserve ed by the Committee". adopted by Board or Com=
Act in the menner and to the extent re- mittee.

quired to effectuate the open market
pelicies adopted by the Board; and they
would be required to cooperate in mak-
ing such policles effective.

The statement in seotion 12A that Present provision would be re=-
open market operstions "shall be governed tained, and no other standard
with a view to accommodeting commerce and would be prescribed.
business and with regard to the gemeral
eredit situation of the country" would
be elininsted, As shown above, another
standard would be presoribed for the
Board in seotion 204(b) of the bill,
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House

Discount Rates.

In addition to requiring the Federal
Reserve Board to oconsult the Conmittee
before meking sny changes on its own
initiative in the :ra market poliey,
seotion 206 would also require the

consult the Committee before
making such changes in the discount
rates of Federal Reserve banks or the
reserve requirements of member banks.

Regs irements 8s to Eligibility of Paper
or )

Seotion 206 would add a pe

to Seotion 18 of the Federal Reserve Act
to permit Federal Reserve banks, subject
to regulation by the Board as to maturi -~
ties and other matters, to rediscount any
camerecisl, agricultural, or industrial
paper upon the indorsement of & member
bank, and to make advances to any member
bank on its promissory note secured by
any sound assets of such member bank,

In effect, this would abolish all tech=
nissl requirements as to maturity and
other matters relating to advances and
discounts, and instead give the Boerd

power to regulate such questions,
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Senate

Section 205(b) would amend seo=
tion 14 of the Federal Reserve Aot
to require each Federal Reserve Bank
%o establish every fourteen days, or
oftener if deemed necessary by the
Board, discount rates subjeot to re-
view end determination by the Board.

Section 203 would amend seoction
10(D) of the Federal Reserve Aot so
that whenever any member bank has no
eligible and acceptable assets avail-
able to enable it to obtei n adequate
credit accommodations et the Federal
Reserve bank, eny Federal Reserve
bank, under rules and regulations
prescribed by the Board, woudd be
permitted to make advances to such
member bank on its time or demand
notes secured to the satisfaction
of the Reserve benk, However, such
notés would bear interest at a rate
not less then 1 percent per annum
higher than the highest discount

rate at such Reserve benk on the
date of such note,

Recommendet ione

(19) Accept Senate Amend
ment

L

(20) Insist upon House Bill
changed as follows: (a) pere
mit edvances for periods not
exceeding nine months, and
(b) strike out "secured by eny
sound assets of such member
bank" and substitute "secured
to the satisfaotion of such
Federal Reserve Bank,"

Bnder no circumstances should
this provision be further
compromised, es this one of
the most essential provisions
of the Bill,



T

House Senate Recommendations
9. Government Obl%u‘u end Government

Seotion 207 would smend section 14(b) Section 205(a) conteins the seme (21) House bill desireble.
of the Federal Reserve Act to provide that provisions but w‘n’kd edd a provision Understend Secretery of
obligations of the United Stetes emd those limiting purcheses of direoct govern~ Treasury opposed to Senate
fully guarenteed &s to principal and inter- ment obligetions and of govermment provision. If compromise
est by the United States may be purchased guaranteed obligations to purchases necessary, add proviso pere
and sold by Federal Reserve benks without in the open market. mitting temporary accommode-
regard to maturities. tions to Treasury for short

periods on tax payment dates
md other similar detes.

10, Federal Reserve liote Issue Requirements.

Seotion 208 would emend section 16 Omitted entirely. (22) House bill desirable
of the Federal Reserve Act to remove all but ean be waived.
provision for specific collateral mecur-
ing Federal Reserve notes and abolish the
present procedure by which they are issued
to the banks by the Board through the Fed~
eral Reserve agents.

Instead, Federal Reserve notes would
be issued end retired directly by the
Federal Reserve banks under rules and
regulations presoribed by the Boardj end
all provision for their redemption would
be eliminated, together with all provie
sion for the redemption fund now kept
with the Treasurer of the United States

for theat e, Federel Reserve banks
would no longer be forbidden to pay out
the Federel Reserve notes of another
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House Senate Recommendations

Federal Reservéd bank., The existing pro=-
visions authorizing the Board to impose
& tax on Federal Reserve notes outstand-
ing in excess of the gold certificates
held as collateral, and to refuse & par~
ticular lication of & Federal Reserve
bank for Federal Reserve notes, would be
eliminated.

Federel Reserve notes would remein
a first lien on all the assets of the
issuing benk, Forty percent reserves in
gold certificates would still be maine
tained against Federal Reserve notes in
actuel circulation; and thirty-five per-
cent lawful money reserves required to be
mainteined by Federal Reserve banks ageinst
deposits could not include Federal Reserve
notes or Federel Reserve bank notes.

Federal Keserve notes received by
the freasurer of the United States from
sources other than Federal Reserve banks
would be cmceled and retired if unfit
for further use, eand the issuing bank
would reimburse the Treasurer of the
United States therefor. Fedefal Reserve
notes unfit for further use when received
by Federel Reserve banks would be fore

war to Vash » canceled and retired;
and such notes were issued by another

Federal Reserve bank, the issuing bank
would meke reimbursement,
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House Senate Recommendetions

11. Reserve Rguiru-n of lMember Banks.

Section 209 would anend section 19 Section 206 is the seme, except (28) omise /mendments,
of the Federal Reserve Act to permit the  that it would require the affirmative First cholce!
Board to chnge the reserve requirements  yote of at least five Board members in House bill with increase
of member bemks "in order to prevemt in=  order to change the requirements; and limited to smount necessery

Jurious oredit expansion or contraction"; the Board would be forbidden to reduce to absorb emount of excess re-
and to eliminate the necessity for first  the requirements below the present re- serves snd veult cash existing

having & declaration, upon the affirmative quirements, or to inorease them to et the time of inorease md
vote of five Board members end the approvel more then twice the present requirements. provide minimum reserve re-
of the President, that "an emergency exists quirements es in Senate bill,
by reason of oredit expansion." The changes
could be made for member banks located in Second choices
reserve and central reserve cities, for meme T Tenate bill with require~
ber banks not in reserve or central reserve ment of five affirmetive votes
cities, or for all member benks. eliminated,
In any compromise that is
12. Real Estate Loens. made insist on elimination of
requirement of 5 votes,
Section 210 would meke the following Section 207 contains the following (24) Suggested compromise:
changes in the provisions of section 24 provisions regarding losns by national

of the Federal Reserve Aot regarding loens benks on improved real estate:
by national benkse on improved reel estate:

(1) The requirement that the real es- (1) Present geographical limitations Yield to Senate.
tate upon which such loans are mede must would be retained.
be located in the benk's Federal Reserve
district, or within 100 miles of the place
in which the benk is located would be

eliminated.
(2) The definition which requires the (2) Present definition would be re=- Yield to Senate.
bank to take the entire smount of the tained,

obligation would be eliminated.
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The provision of seotion 24 whioch
prohibits national banks from peying a
rate of interest om deposits greater
than that permitted by law for State
benks or trust companies in the State
in which the national bank is located
would be eliminated,
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Sehate

Reoommendations

of this section and the regule-
tions, if any, issued pursuant
theretos ided, however,
That this %""‘- not prevent
State Lanks and trust companies
from making real estate loans
to the extent expressly euthor-

ized by specific provisions of
State lew,"

0. K.





