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The folloving mattersz urve om the docket for coneideration at
& meeting of the Board to be held at 10:30 a.m, on Friday, Dacember 71,
1948, ia the Bourd Roow:

1. 4porovsl of discount rates of Federsl Rsssrve Benks,

2, Consideration of Boerd's budget for the year 1949 und sssese-
ment of Regerve Baaks for sxpenses during the first six moaths of the

yeer, This mstier is on the docket st the requsst of the personnsel com-
mittee,

3. (8) Further considerstion of statements prepared ia comneetion
with legislation on supplemental reserve reculrememts :nd
instructione to be issued in cennesction with the prepere-
tion of the legislstion. This metiter is on the docket as
& result of iaformel discussion of mawbers of the Boerd
todey.

{b) Purther censideratiocn of propesed bill with respeet to
eddition:l 2uthorily over reserve reculiresents., It ls
exgected that & memorumdum in regard to the bill will be
gent to each rember of the Bosrd before the nmeeting.

4e Telegram from Mr. Sproul deted December 29, 1948 with respect to
setting up of $40,000,000 2¢ contingent reserves of the Feder:l Reserve
Bepks., £ copy of Mr, Sproul's telegrum is stteched, and the mstier is
on the docket at Cheirmen MeCzbe's request.
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FOLLOVWING UP OUR TELEFPHONE CONVERSATION REGRET OF COURSE DRCISION TARER
VITH RESPECT T0 YEAR END ACCOUNTING OF FUNDS VWITRMELD FROM TREASURY, AS COH-
TLIRED I INBTRUCTIONS RECEIVED BY YIRE YESTERDAY 2ND A8 EXPLAINED IN LETTER
RECEIVED TODAY, BELIRVE THAT FULL DIBCUSSION OF RISKS INVOLVED IN METHOD NOW
ADOPTED MIGHT WELL HAVE ALTERED OPINION OF RESTRVE BANKS A8 EXPRESSED AT RMECENT
JOIET HMEETING WITH BOARD, AND MIGHT VELL BAVE GAINZD TREASURY ACCUIRSCTNCE 1IN
ALTERNATIVE PROCEDURE, CUITE APART FROM THESE QUESTIOHS ROW RESOLVED EELIEVE
SUGCESTED EXPLANATION OF OUR ACTION, INSOPAR AS IT EELATES T0 CURRENCY SHIPMENTS
VOULD BE MISLEADING SINCE THERE 18 NOTHING NEV IN SITUATION THIS YEAR TO EUGGEST
CHINGE IX OUB ACCOUBTING PRACTICES iND SINCE ¥E HAVE A REGULARLY RSTARLISHED A4D
ARE ACCUMULATING SEPAPATE RESERVE FOR THIS PURPOSE VHICH HAS AND I8 DESMED
ADECUATE, THIE LEAVES US VITH THE EXPLANATION TRAT VE ARE SETTING UP & REDERVE
AGATHST PEENIUM ON CUR HOLTINGS OF COVERNMENT CSECURITIES AND EXPOSES US 10
RISKS OF MISINTENPRETATION AFFECTING EXISTING POLICY YWITH RESPECT T0 SUPPORY
PROGRSM WHICH IT WOULD HAVE BEEN MOST DESIRABLE 70 AVOID, DO HOT BELIBVE
COMPARISON VITH ACCOUNTING PRACTICES OF COMMERCIAL DAHKS JMD BUSINESS CRGANIZATIONS
1€ PERTISENT BECAUSE OF VHOLLY DIFFERENT POSITION CENTRAL BAMX OCCUPIRS IN ECONOMY,
DIFFERENCES IR PAST ACCOUSTING PRACTICES AND DIFFERENCES IN CHARACTER OF LIA-
BILITIES AND ASEETE.

FOR OUR PART WOULD HAVE PREFERIED RO CHANGE 2T ALL I8 ACCOURTING
AND TRANSFEES TO TREASUKY, IF SOLE ALTERNATIVE I3 METHOD FEING FOLLOVED.
OUR REAL EXPOSUKE IS IN OUR TOTAL HOLDINGS OF COVESNMINT SECURITIES, AND IS NOT
CURED BY HASTENING AMORTIZATION OF FREMIUMS, WHILE RISKE OF METHOD ADOSTED T0
ACCOMPLISH LATTER PURPOSE ARE NO LBSS E¥/L BECAUSE THEY MAY ¥OT BE FULLY

REALITED.
SPROUL.
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SUPPLEMENTAL

The following additional item is on the docket for econcideration
et a meeting of the Board to be held at 10:30 a.,m. on Friday, Decenber 31,
1948, in the Board Room:

Mr, Szymcszek would like to report at this meeting the curremt
situation with respect to the &pplication of the Bank of Americe NT&SA
for permission to establish a branch in Siam, for the purpose of
agcertaining whether the Board wishes to tuke any action at this time,
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