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0) A meeting of the Federal Reserve Board with the Open Market Invest-

ment Conurtittee for the Federal Reserve System was held in the office of

the Governor of the Board on Wednesday, November 2, 1927, at 11:10 a.m.

PRESENT: The Chairman
Governor Young
Mr. Platt
Mr. Hamlin
Mr. Miller
Mr. James•
Mr. Cunningham
Er. Eddy, Secretary

PRESENT ALSO: Governors Strong, Harding, Norris,
Fancher and McDougal, members of the
Open Market Investment Committee

Mr. Harrison, Deputy Governor, Federal
Reserve Bank of New York

Mr. Burgess, Acting Secretary, Open
Market Investment Committee

Mr. Goldenweiser, Director, Division of
Research and Statistics

The Governor presented the following report containing the recom-

mendations of the Open Market Investment Committee, dated November 1,

1927, -which the Chairman of the Committee stated had as its basis the

discussicn contained in the preliminary memorandum, copies of which

had been furnished by the Committee to each member of the Board and *

which was brought to the attention of the Board at its meeting on

November 1st:

"November 1, 1927.

"The committee has considered the confidential preliminary
memoranda submitted by the Chairman, and upon the basis of the
memoranda proposes that the open market policy of the System
until March 1st next, unless developments not now anticipated
require a further review, shall be: to maintain stable rates
for money at about present levels and prevent further imports
of gold.

"In order to carry out the above policy, the committee
would adopt the following program and procedure:
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"(1) The plan of offsetting gold movements by purchases
and sales of securities would be continued as heretofore.

"(2) Any considerable advance in rates for money towards
the end of the year would be dealt with only if necessary by
temporary purchases of securities.

"(3) During the return flow of currency which usually
occurs in January, sales of securities would be made in
amounts sufficient to insure retirement of the seasonal
Issue and prevent its being added to member bank reserves.

"(4) In event of the renewal of a gold movement to the
United States, gold may be purchased abroad in London, and
possibly in Holland and Switzerland, if necessary, at ap-
proximately their gold export points, or exchange on those
countries may be purchased, so as to arrest, if possible, a
further importation of gold. The limit upon such purchases
to be $100,000,000. Such purchases would also be offset the
same as the gold movement. Gold or exchange purchased may be
invested in bills or employed at interest, as in the case of
the Bank of England account.

"(5) The considerations which will guide the committee
as to when and for what amounts such transactions shall be
made, are:

(a) The amount of borrowings by member banks
from the Reserve banks;

(b) The general level of interest rates;
(c) The movement of foreign exchange rates as

an indication of possible gold imports.
"The committee would expect to be charged with the execu-

ticn of the program for account of those Reserve banks which
approve and participate."

There followed a detailed discussion of the present policy govern-

ing operations of the Open Market Investment account, particularly with

relation to the movement of gold between the United States and other

countries, and the effect thereof upon the credit situation in the

*United States. During the discussion, attention was called to the

fact that the policy recommended by the Committee in its report is

intended to govern during the period of the next four months, subject,

however, to change in the event of developments which can not at this
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time be foreseen.

The Committee's recommendations were then considered in detail

and the various steps proposed by the Committee for the carrying out

Of the policy recommended by it were discussed by the Board with the

Committee.

The members of the Open Market Investment Committee and Messrs.

Harrison, Burgess and Goldenweiser then left the meeting.

Following further consideration by the Board, in executive ses-

sion, of the recommendations contained in the Committee's report, a

motion was made that approval be given to the policy governing Open

Market operations as recommended by the Committee in its report.

Mr. Miller mOved the following amendmentsto the above motion:

1. That the authority contemplated by Recommendation

(4) in the Committee's report to rurchase foreign exchange

be withheld, and that the investment or disposition of any

gold purchased abroad be made subject to the prior approval

of the Federal Reserve Board.

2. That any purchases or sales of securities for the

Open Market Investment account such as are contemplated by

Recommendations (2) and (3) in the Committee's report shall

be made in consultation with the Governor of the Board who

is authorized to act in the matter on behalf of the Board.

Approved:

The first amendment moved by Mr. Miller being

put to a vote was lost, and he thereupon withdrew

his motion as regards the second amendment.

Vote was thereupon taken by th oard on the

original motion, which was earni

The meeting adjourned at 1:15

Chairman

Secretary
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