
A meeting of the Federal Reserve Board was held in the office of the

Petters]. 
Reserve Board on Tuesday, February 26, 1929 at 12:00 o'clock noon.

PRESENT: Governor Young
Mr. Platt
Mr. Hamlin
Mr. Miller
Mr. Cunningham
Mr. Eddy, Secretary
Mr. McClelland, Asst. Secretary

The reading of the minutes of the recent meetings of the Board was dis-

15e4e ad th

aeports of Executive Committee on letters dated February 23rd and 25th

trOn the 
Comptroller of the Currency, recommending approval of increases from

'2 snA
to 0,000 per annum and from 43,000 to .43,300 per annum in the salaries

"ati°nel Bank Examiners D. H. Reimers and H. E. Stewart, respectively; the

11°61d'e Committee also recommending approval.

Approved.

Letter dated February 25th from the Deputy Governor of the Federal Reserve
likakof

41111t r educing the account to the amount of 443,500,000; the letter stating that
the acti

and for short-term government securities has fallen off and it seems un-

th-at further inquiries will be received from the market during the next

tlaY s

qolrerli

°r Of the Federal Reserve Bank of New York, presented by him at the

teetino
" January 18th, with further reference to the application of member

141m_

Albany for the termination of the designation of Albany as a reserve

New York, advising of further sales from the open market investment ac-

Noted.

The Governor then submitted a revision of the letter to the Deputy
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(147; the letter stating that the Board has again reviewed the application

414 has decided to deny the request. In the letter, it was pointed out that

41141' the present law many inequalities exist which, in the absence of legis-

lation, the Board is inclined to correct by raising reserve requirements of

teraber banks in cities comparable to those now designated as reserve cities.

After discussion, upon motion, it was voted to

finally deny the application of the Albany member

banks, and the letter submitted by the Governor was

approved.

Ile Secretary then read draft of a letter to the Chairman of the Federal

"a Bank of Dallas, prepared by Mr. Miller in accordance with a request

Oj th e Board yesterday, with regard to the vote of the directors of the Dallas

-'44,amplating the sending of a general letter to member banks in the dis-

trict

Nitro
on February 7th and the substance of the Board's special letter to the

'al aeserve banks on February 2nd; the letter stating, in effect, that the

sees no reason to doubt that good results will follow the 
procedure sug-

tacl by the Dallas directors, if pains are taken to acquaint member 
banks with

the itPortance of their cooperation with the Federal Reserve System 
toward tm-

14%)17A-
'44ant of the existing situation.

After discussion, upon motion, the proposed let-

ter was approved.

The 
Governor then submitted draft of a letter to the secretary of the 

Gov-

Conference, requesting that there be placed on the program for 
discus-

calling attention to the press statement issued by the 'Federal Reserve

"434 at th--s next Conference, the question of Federal Reserve banks acting as

(41stoai
'all Of securities owned by member banks but pledged to 

secure public
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funds. „
* the letter referring particularly to the recent act of the Texas legis-

la*„
0 authorizing depositary banks to include acceptances of institutions

haviv.
"g a capital of 4500,000 or more in the pledge of collateral to secure

deposits+

Upon motion, the submission of the topic to the

Governors' Conference was approved.

Draft of letter to the Secretary of the Governors' Conference, requesting

that 4,
IlEt next Conference discuss the question of the establishment of revolv-

--110Y funds or currency depots, which, in the opinion of the Board, should

4°W b0 considered as a System matter rather than a regional one.

Upon motion, submission of the above topic to the

Governors' Conference was approved.

The Board then considered a revised draft, prepared by Mr. Miller, in ac-

0 with the request made of him at the meeting yesterday, of the proposed

rePiY to S. R. 323.

4t 1:00 p.m., the meeting recessed and reconvened at 2:45 p.m., the same

r4fIrilbera
"'ing present as attended the morning session, as well as the Director

q tile Dtvision of Research and Statistics.

The discussion of the proposed letter to the Senate was resumed and sug-

Nitea
°Ilanges were submitted by individual members of the Board, with the re-

hat the proposed letter was amended to read as follows:

46 r ttil_ollows:e Federal Reserve Board is in receipt of Senate Resolution 323, reading

1„ Whereas in press dispatches recently, the Federal Reserve Board

Zi complained that money is being drawn from the channels of 
business

i$1 used for speculative purposes, and that some of said speculation

" i. legitimate and harmful; Therefore be it

ziesolved, That the Federal Reserve Board is hereby requested to

1.1'El to the Senate any information and sucTestions that it 
feels would
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be helpful in securing legislation necessary to correct the evil

complained of and prevent illegitimate and harmful speculation.

pea Inasmuch as this Resolution was occasioned by the statement issued by the
Fecieral Reserve Board on February 6th, wherein the attitude and viewpoint of the

sec!r i Reserve Board with respect to the growing volume of credit in speculative

,;,laytlfltY loans was indicated, the statement is repeated here in order that there

rnsttr no misapprehension of the Board's position with reference either to the

"411 discussed in its statement or to that which is the subject of the Senate's
'esblution.

'The United States has Wiring the last six years experienced a

To.!t remarkable run of economic activity and productivity. The produc-

;107/, distribution and consumption of goods have been in unprecedented.

ajlme. The economic system of the country has functioned efficiently

2'1 smoothly. Lmong the factors which have contributed to this result,

moderating 
place must be assigned to the operation of our credit system

notably to the steadying influence and moderatin policies of the
Federal 

Reserve System.
'During the last year or more, however, the functioning of the

Pe'lleral Reserve System has encountered interference by reason of the ex-

roesive amount of the country's credit absorbed in speculative security
that 

The credit situation since the opening of the new year indicates

t:t some of the factors which occasioned untoward developments during

Year 1928 are still at work. The volume of speculative credit is
Still 

growing.

14ra
'Coming at a time when the country has lost same 500 million 

dol-

, °I gold, the effect of the great and growing volume of 
speculative

ca edit has already produced some strain, which has reflected itself in

1Znoes of from 1 to 1-1/2 percent in the cost of credit for 
commercial

avet° The matter is one that concerns every section of the 
country and

e_business interest, as an aggravation of these conditions may 
be

,4Pected to have detrimental effects on business and may impair 
its fu-

vars

'The Federal Reserve Board neither assumes the right nor 
has it

a/rk, A
01:1211sposition to set itself up as an arbiter of security 

speculation

resvalues. It is, however, its business to see to it that 
the Federal

it :rye banks function as effectively as conditions will 
permit. Then

in Itinde that conditions are arising which obstruct Federal 
reserve banks

fsc.1.r effective discharge of their function of so managing 
the credit

bus:itiee of the Federal Reserve System as to 
accommodate commerce and

as --eeet it is its duty to inquire into them and to 
take such measures

theIllaY be deemed suitable and effective in the 
circumstances to correct

cli ; which, in the immediate situation, means to 
restrain the use, either

theectlY or indirectly, of Federal reserve credit facilities 
in aid of

servgrowth of speculative credit. In this connection, the Federal Re-

erale Board, under date of February 2nd, 
addressed a letter to the Fed-

reserve banks, which contains a fuller statement of 
its position:-
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"The firming tendencies of the money market which have

been in evidence since the beginning of the year --contrary to
tee usual trend at this season - make it incumbent upon the Fed-

eral reserve banks to give constant and close attention to the

situation in order that no influence adverse to the trade and

industry oI the country shall be exercised by the trend of money

conditions, beyond what may develop as inevitable.

"The extraordinary absorption of funds in speculative se-

curity loans which has characterized the credit movement during

tne past year or more, in the judgment of the Federal deserve

Board, deserves particular attention lest it become a decisive

factor working toward a still further firming of money rates to

the prejudice of the country's commercial interests.

"The resources of the Federal Reserve System are ample for

meeting the growth of the country's commercial needs for credit,

provided they are competently administered an1 protected against

seepage into uses not contemplated by the Federal Reserve Act.

"The Federal Reserve Act does not, in the opinion of the

Federal Reserve Board, contemplate the use of the resources of
the Federal reserve banks for the creation or extension of specu-

lative credit. A member bank is not within its reasonable claims
for rediscount facilities at its Federal reserve bank when it

b°rrows either for the purpose of making speculative loans or

ior the Purpose of maintaining speculative loans.

"The Board has no disposition to assume authority to inter-

fere with the loan practices of member banks so long as they do
not involve the Federal reserve banks. It has, however, a grave

responsibility whenever there is evidence that member banks are

maintaining speculative security loans with the aid of Federal

reserve credit. 'Alen such is the case the Federal reserve bank

becomes either a contributing or a sustaining factor in the cur-

rent volume of speculative security credit. This is not in har-

mony with the intent of the Federal Reserve Act nor is it con-

clucive to the wholesome operation of the bankin- and credit sys-
tem Of the country."'

The IQ
he , on -card begs leave to call the attention of the Senate to the fact t

hat

of tCe'Nrt and lanpuao'e of its statement do not agree with those in the 
preamble

eilate resolution. The 3oard's statement concerned itself with credit

48 an ;°11" It disclaimed both the authority and the desire "to set 
itself up

poBitcoriiiter of security speculation or values". That still is the 'oard's

the time of the issue of its statement, it was the belief of 
the Board

uttt of"lcculd count upon the cooperation not only of the Federal 
reserve banks

ejfort ;.eaLling member banks everywhere in the country in 
making successful an

13.ring about an orderly readjustment of the credit situation; and the
h-' ueen confirmed in this belief by what has taken place since.
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from .This also is the view of the Federal Advisory Council, as will be seen

the following minute of its proceedings which was presented to the Board

r4sPY 15th on the occasion of its recent quarterly meeting:

The Federal Advisory Council approves the action of the

Federal aeserve Board in instructing the Federal reserve

banks to prevent, as far as possible, the diversion of

Federal reserve funds for the purpose of carrying loans

based on securities. The Federal Advisory Council sug-

gests that all the member banks in each district be asked

directly by the Federal reserve bank of the district to

cooperate in order to attain the end desired. The Council

believes beneficial results can be attained in this manner.'

2110 whole matter is engaging the earnest attention and efforts of theofu,jal 
Aeserve Board. 1f it should develop that the Board, through exercise

thr: Powers granted under the provisions of the Federal Reserve or

g
abl,: h cooperation with the Federal deserve and member banks, should be un-

alu" 

to bring about a solution of the problem which has awakened the concern

lic  0.1 the Senate, the Federal Reserve Board, and the general body of pub-

11i°11.9 it will be glad to give consideration to the possibilities of

w"NY bY ay of legislation."

Platt moved adoption of the following as a substitute for the letter

(11zoted above:

leave "The Federal Aeserve Board has received 6. A. 323, and in reply begs

111304 t,t,° saY that it has no reason to believe that the authority conferred

4eser "e Federal Reserve banks and the Federal Reserve Board in the Federal

Irery :° IL" is not sufficient to deal with the situation occasioned by the
11si-0 derable absorption of credit in speculation."

Mr. Platt's motion, being put by the Chair, was

lost, the members voting as follows:

Mr. Hamlin, "no"

Mr. Miller, "no"

Mr. Cunningham, "no"

Mr. Platt, "aye"

Governor Young, "not voting"

Mr. Hamlin then moved approval of the proposed

letter in the amended form quoted above.

Mr. Hamlin's motion, being put by the Chair, was

unanimously carried.
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Mr. Platt stated that although he voted in favor

Of th proposed letter, he does not concur wholly in

every detail thereof, and doubts the wisdom of making

SO lengthy a reply to the resolution of the Senate.

Governor Young stated that he voted ',aye" not be-

cause he agrees with the position taken in the Board's

original statement, approved on February 5th, but in

view of the action taken by a majority of the Board he

has no objection to voting in favor of the reply to S. R.

323,

C't 4r1 ‘-'10
tC:o tc1

The Governor then presented a letter dated February 25th from the Governor

Of the t,
zederal Reserve Bank of Boston, advising that he will discuss with the

boar,,
'4 01 directors of that bank, at its meeting on February 27th, the advisabil-

itY Of establishing a rate of 6.;; on member bank collateral notes secured by

(31,11it

nt obliations and maintaining the existin:. rate of 53 for the redis-

01' eligible paper; the letter setting forth his reasons for making the

81e8tic3111 in order that the Board may be fully acquainted in case his direc
tors

al101,1,

take favorable action thereon.

Nted,

pat eci

The proposal was discussed, but no action was taken

inasmuch as Governor Harding did not ask for a reply to

his letter.

OF STDING CO:I1UTEES:

February

Pebruary

26th,

25th,

4tecl., 
February 25th,

Recommending a change in stock at a Federal Reserve Bank,

as set forth in the Auxiliary :inute Book of this date.

Recommendation approved.

Recommending approval of the application

Townsend for permission to serve at the

director of the Passaic National Bank &

Passaic, N. J., as director of the

Morristown, Y. IT., and as director

Bank, Whippany, N. J.
Approved.

Recommending approval of the

Montgomery for permission to

officer of the National City

City, and as director of the

ford, Elmsford, N. Y.
Approved.

of • F.

same time as

Trust Company,

National Iron Bank,

of the First National

application of Mr. Carl D.

serve at the same time as

Bank of New York, New York

First National Bank of Elms-
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The meeting adjourned at 4:15 p.m.
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