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1. There 10 at this time no indication of an expansion of erodlt and*

fore, no real occasion for taking any action of a restraining chart e-

£. Fiioral Raserrt policy should depend In part on lta psychological

effect* For that reason It ought to be extremely sinple. Tht public should

kmam that wh«n tha Fodaral Raeerr© iystem do*s anxthing In th« direction «f

restraint that this constitutes a policy of restraint* A slaple understaad-

lif of red and green signals of credit policy 1* an advantage which nay bo

lost or impaired ty actions that require aoro or loss subtle explanation*

&• The ijyston's powers for counteracting the enomous Toluae of excoss

roseonres now in existence and la prospeot are Halted. The open nwrkot port*

folio Is ^2,400,000^000 and the ••rienn by which reserro requirements aay bo

raised •aounts to a sinlUr figure* Sxooss reserves night beootao larger than

could bo counter'etad by botli of these instruaonts* Their full utilisation,

furthermore9 particularly the sale of Qovornaoat seouritlos in largo roloaa,

nay be a difficult natter. For this reason^ it might be bettor policy to

husband the /stem's resources in order to bo in a position to utilise them

to the mnyinwm effect whoa too need cones.

4. Action at the jxresent time might* eron though It should aot9 result

in * more hesitant attitude on the part of banks and might, therefore, retard
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