Miss Muehl haus

July 21, 1961

The Honorable .right Patman,
Chairman,

Joint Lcenomic Commities,
Congress of the United States,
Washington 25, D, C,

Dear Mr. Chairmani

The Federal Open Market Commities has oarefully congidered
the requests for copiss of iis winutes and certsin other materials for
the year 1960, made of Mr. Rouse and ms during the Joint Economie Com-
mittee Hearings of Juns 1 and 2, 1961, You and I have disecuseed these
requests by telsphons, aod they ware referred to in your letter of
June 1L, 1961. It is the view of the Federal Open Market Commitiee
that it should act as follows on your Committes's requeste:

1. A mssmorandusm outlining the cossiderstions taken inte
account on the last oceasion when the Committes ilnstituted a peolioy
of restraint is enclosed, In this connsetion, 1 should point out, as
do the snswers I have siready submitted to the list of queations you
raiged at ths Hearings, that the determination of monetary pelicy is
a continueus process, and thus it is difficult to piopoint the moment
of a change. 7To repsst a comsent I mads on this subject more than
five years ago,

Monetary pelicy...must be tailored to fit the shaps
of a future visible only in dim outline. CQecasions are rare
when the meaning of developing eveats is so c¢lear that thome
who bear the responsibility cah say, "As of today, our policy
should be ohanged from ease to restraint™--or from restralat
to ease, as the case may be, what is true of a camnge in
policy is also true of a shift in policy emphasiss It is
rarely decided upon in » single day. More typically, as is
evidenved Uy open market oparstions, the ocutlins of a shift
in policy emphasis, like the outline of the future, smerges
gradually from a succsssion of market devalopmenis and
aduinistrative deciglons. It is & poor subjeot fer the
photo«flash camera to oapture as & slsarly defined atill
life, or for a msws story to atoh in spestacular outline,
Getting a perfeet garment for the future may require
several fittings.
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Therefors, factors considered and analyses undertaken by the Commitise
during the meeting immsdiately preceding and during sther msetings farther
back in time might not sssn strikingly different from those at the meeting
that mixy be selected as marifing the beginning of a policy of restraint.

2. Coples of the wirea referred to in your leitter as being
from the Board to Hr. Hayes and Mr, Rouse are enclosed, These wires, pre-
pared at the offices of the Board of Governors anx sent to all Hesarve
Bank Presidants as well as Board members, contain a detailed summary of
the 11:00 a.m. daily conference call wvhioh, you will recall, was fully
desoribed by Mr, Rouse in his statement that he read at the hearing on
Juns 1 s submitted for the record. Most of the informetion contained
in sach wire is & rundown of developments in the monsy and securities
markets during the first hour of trading that morning. The last part of
the wire indiocates what ths Account proposes to do that day, givan the
situation as seen at 11100 &.m.

3. Regarding the notes and interpretaiive meworanda referred to
in your letter:

(a) There is very little in the way of note taking
beyond that done by the seoretarial staff of the Commities
and by & staff mewber of the New York Bank to resord what
actually transpires at the mestings., Any netes taken at
the meetings by Committee members are ususlly no mere than
seribbled abbreviations for the purpose of kesping for the
noment a running memory ald of the discussion as it proceeds,
and such notss ars not customarily retalned, The xinutes
are preparsd promptly by the seoretarial stalf and drafts
therscf are usually in the hands of the Comnittse members
and Mr, Bouse, as Manager of the 3ystem Open Market Account,
within & week to 10 days. The Secretary of the Committes
slse furnishes Mr, Rouse by the morning of the day following
a nesting a brief unedited synopsie of sach member's policy
recommendations and of the censensus of the Ceommittse, The
notes taken by the staff member of the New York Reserve Bank
are redast in the forwm of an internal ssmorandum for working
purposes, and this memerandum snd the synopsis are available
to Mr. Rouse as an aide wmencir pending receipt of thw pre-
liminary draft of minutes and the final minutes. 3inse these
are merely staff working papers and their content is fully
covared in the minutes, it seems needless to furnish them

m‘w -

{v) As to interpretative msmoranda, thess may be
taken to include the seonomic sussary prepared by the Soard's
staff, projections of reserve fijures and faotors, and the
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detalled record of opesn market operations undertaken since the
previous meeting, all of whioch are furnished to Committee nenm-
bers prior to the meeting. Jopies of thess are enclosed, al.-
though thelr substance is coversd to some axtent in the minutes,

Also, there is enclosed the pertinent opening paragraph of
a mamorandum dated August 2, 1960, and sent by Mr, Rouse te the
wanbers of the Federal Cpen Market Committes ad the Federal
Reserve Bank Fresideats not then serving en the Committes, ex-
pressing his understanding of ths consensus of the Coxmittes at
its July 6, 1960 weeting relative to possible open maricst opera-
tions in short«tarm sscurities in sddition to Treasury bills,
This is included because it might be considered te be interpreta-
tive of a Committes discussioan.

Le Verbatim recerds of the meetings of the Federal (pen
Market Committes are not made, The winutes, however, preasnt a
faithful and comprehensive record of the Commiites's procesdings.
The Open Market Commities i» prepared to make these minutes of
its weetings held in 1960 awailable to the Joint Eeonemic Committes
on the understanding that they will bs treated as confidential, It
should bs noted, however, that scue members of the Committes fesl
that normally it =ight be more appropriste for a4 reguest for the
winutes to come from the Banking and Curreney Committas of the Houme
or of the Senate, With regard to the request that the minutea be
handled as confidential, the Commlittes bDelievas that it would not
be in the public interest tc have such minutes for 1960 made public
in whole or in part at this time, and its reascns for this position
are as follows:

(a) There are refersnces in the minutes %o informa~
tion obtuined on a confidential basis, This information,
and its sourcss, should be kept confidential, certainly
for s substantial time period,

(b) From time to time thers are references in the
minutes to long-term prospests ad pessible monetary
policy action should these eventuate., To guard against
a reduction in the effectivensss of (ommittes actions or
potential actions, there should be some considerabls
alapse of time before the ainmutes of any givemn mesting
sre givan public access.

{0) The minutes contain & full account of the pro-
cssdinga at the meetings, ineluding the partioipants'
statenents. iHowever, a persen will frequantly ocmpress
his remarks by omltting matters of background perapective
that are fully understood Dy others presant at the meet-
ing, but which might lsad to misinterpretation on the
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part of one merely reading the minutes without the ad-
vant.age of having been pressnt,

(d) The minutes contain statements by individual
menbers which are often made to raise pointe of discus-
sion or to probe the possibllities of different courses
of sction in iaplemanting lystem policiss. Thess state-
nents do not necessarily repreasent & firm viev of the
individusl member and, in faot, the wember may raise a
particelar matter merely %o obtain discussion snd
elarification of the issuess involved, ANesdiess o say,
individusl views expressed sarly in a mseting may wsll
be wodified by subsequent discussion during the weeting.
Therefore, the participants should fwel free to raise
qusstions and express thelir views--sither tentative or
firmm--with the knowledge that thelr comments will not
be relsased within z short period of time after the
neetings, This freedon of disoussion and the exchanges
of viewpoints prior to the finil deciaion a re ssssntial
features of the proosse of decision~maidng.

It 1s largely for the foregoing reasons that the Cpsn Marimt
Comittee balieves that the publie interest would not be smrved if the
nimites for 1960 were to besome public documsnts at this time, elther
in whole or in part. The Committee 1is particularly of this view, in
the light of the somprshensive Hecard ef Pelicy Actions made available
soms monthas agoe in the L7th Anmwal Repert of the Board of Uovermers of
the Federal Ressrve 3ymtenm,

The official recaords of the Fedarsl Open Market Commitiee are
naintained in the Bosard's officss, where the original oopy of the mimites
for 1960 is available for sxmmination by representatives of your Come
mittee, However, with the thought that it would be more convenlent, the
duplicate eriginal signed aepy of the 1560 minutes is being delivered
herewith to the oustody of your Committes fer its perusal. It will be
appreciated 1if this duplicate original is returmed to us for safexesping
as spen as it has ssrved its purposs,

Sincersly yours,

wa, MaC, Martin, Jr.
Enolosures

Staffime
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To Nezbers of the Federaul Open Harket Avgust ¢, 1980
Committes and Federal Reserve DBank
Presidents Hot Fresently lerving
On the Commities
From fiobert G, House Subjest: Operations in short-
tars Securities Other
than Treasury obllls
At the July & meeting of the Open Market Committes there
was considerable discussion of thes possibility that open naritet aperations
night, under certain circunstances, be conducted in other short-term
securities in addition to Treasury bills. It was the understanding of
the Ascount Manager that the consensus of the Committes was that it ws
the Manager's responsibility to initiate operations in shori-term securities
other than bills if the genaral state of the market and the reserve situation
suggest that such a course of astion is desirable. I1f such an occasion should
ariss, the Account Hensgement expects tc state its intention at the time of
e 1) o'cslock call, This will allow mambers of the Committes an oppertunity

to register an objection, if they have one.
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