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

Federal Reserve Board on Friday, June 21, 1929 at 12:00 o'clock noon.

• Governor Young

Mr. Platt

Mr. Hamlin

Mr. Miller
Mr. James

Yr. Cunningham

Yr. Pole

Yr. :celelland, 2,sst. Secretary

The minutes of the meeting of the Federal Reserve Board held on June

20th were read and approved.

By unanimous consent, the Governor and Mr. James withdrew the motions

made by them at the meeting yesterday and the Board proceeded to consider draft

Of a letter to all Federal Reserve banks prepared by 11r. Miller in accordance

With the motion made by Mr. Hamlin at the meeting yesterday and adopted by the

Board.

it the conclusion of a detailed discussion, during which the letter

submitted by Mr. Miller was amended in several respects, it was unanimously

approved and ordered transmitted in the following form:

"Conditions in the different Federal Reserve districts as they affect

the prospective need of Federal Reserve accommodation in the autumn, par-

ticularly such as is incidental to the handling and marketing of the crops,
appear to tLe Board to merit some general as well as local consideration.

2he board has therefore decided to hold a conference in Washington

of all such Federal reserve banks as can conveniently be represented.

It is, of course, realized that any survey of conditions and needs

made at this time must be of a tentative and provisional character, It,

nevertheless, seems to the Board that a preliminary canvass of the situation,

both in its local and general aspects, can.soon profitably be undertaken.

These matters have been having the attention of the Board, and in

informal conference and recent correspondence with the Federal Reserve Bamk

of New York the Board outlined its attitude as follows:

'Since February the policy of the Federal Reserve System

has expressed itself primarily through what is called "direct

action" and this position was taken deliberately by the Federal
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'Reserve Board. To this position it holds fast. It is

satisfied with the reasonableness of its polic
y and with

Its necessity, even though the methods and degree
 of ap-

plication may be controversial.

The Board, after a careful review of the credit 
situ-

ation, finds that the increased demand for credi
t to meet

mid-year requirements and also the credit demand
s for early

autumn will probably require member banks to inc
rease their

rediscounts at the Federal reserve banks. This situation

will be better served by a temporary suspension o
f a rigid

policy of direct pressure, which, however, shoul
d not be

abandoned, but rather tempered in order to perm
it member

banks that have not found it practicable to readju
st their

position in accordance with the Board's princi
ple, to avail

themselves of the rediscount facilities of the F
ederal re-

serve banks for the purpose of avoiding, as fa
r as possible,

any undue strain or any unnecessary increase in th
e cost

of credit in meeting the seasonal needs of agr
iculture,

Industry and commerce.

If such rediscounts become excessively lar
ge so as to

unduly tighten the credit situation to a p
oint where it acts

as a deterrent to business and there are no other
 unsatis-

factory factors in the situation, relief shoul
d be given

through some release of Federal reserve cred
it, preferably

through the purchase of bills, but if i
t should appear at

t;le time that such relief is not adeouate
 or practicable,

then, the Federal Reserve Board would 
be glad to give con-

sideration to supplementing the relief 
through the purchase

of short-time Government securities.

In suggesting this program for the fut
ure months, the

Board is not unmindful that a limit
ed number of member banks

may expand undesirable loans upon F
ederal reserve credit to

a point which would not be justified 
by conditions and cir-

cumstances surrounding these institu
tions, and in such cases

the Board would expect the Feder
al reserve banks to resort

to the usual direct action.

.gain, if such increase in redisc
ounts

serve portfolios leads to an undu
e increase

earmarks of unsound banking prac
tice in any

member banks where direct acti
on can not be

and Federal re-
in loans having the
great number of
applied simultaneously

and quickly enough to protect the
 general credit situation, the

Board would be glad to conside
r other corrective measures.'

The Board has fixed July 10th as 
the date for the above mentioned conference

earnestly hopes that your board o
f directors will be represented either by

Governor of your bank or an a
lternate."

During the discussion of the 
letter, Yr. Platt

voted "no" on a motion by 
Lir. Hamlin fixing July 10th

as the date for the prop
osed conference.
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Li'. Platt also moved that the proposed conference

be held in Chicago rather than Washington, which motion

was lost, Yr. Platt voting "aye".

At this point, the Governor was called from the meeting and upon his return

reported a telephone conversation with the Governor of the Federal Reserve Bank

Of New York, later confirmed by a telegram reading as follows:

the

"Referring to our recent conversations about the pos-

sibility of our being asked to participate in a credit ar-

rangement in favor of the National Bank of Hungary I am

now advised by the Bank of England by cable that formal

application has been received from the National Bank of

Hungary for a credit arrangement in a total amount not to

exceed 0.0,000,000. We have been invited to participate

in this arrangement with the Bank of England, the Bank of

France and possibly the Netherlands Bank and the National

Bank of Belgium. 7:e think it would be desirable for us

to participate and our directors have already authorized

the officers to arrange for a period not to exceed one

year for the purchase of prime commercial bills bearing

at least two names and guaranteed or endorsed by the Na-

tional Bank of Hungary in an amount not to exceed the

equivalent of ,5,000,000. We should appreciate the Fed-

eral eserve Board's approval of the action of our di-

rectors in regard to this matter."

A discussion ensued, at the conclusion of

which, it was voted that the above matter be made

special order of business for Lionday, June 24th,

and that the Governor of the Federal Reserve Bank

of New York be requested to come to Washington at

that time for the purpose of fully acquainting the

members of the Board with the proposed transaction.

It was also voted to request the Director of

the Board's Division of Research and Statistics to

furnish the Board with a memorandum regarding the

condition of the National Bank of Hungary and trade

relations between the United States and Hungary.

The Governor then presented a letter dated June 20th from the Governor of

Federal Reserve Bank of New York, with further reference to the application

°f member banks in Albany for the termination of the desimation of that city
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as a reserve city; the letter stating that the matter was again discussed at

the meeting of the New York directors on June 20th, and that the directors

agree with the officers of the bank that the application appears to be justi-

fied under conditions as they now exist and, accordingly, recommend its ap-

proval by the Board.

fter discussion, upon motion, it was voted

to approve the termination of the designation of

illbany, N. Y., as a reserve city, effective July

1, 1929, Mr. Miller voting "no".

Letter dated June 19th from the Deputy Governor of the Federal Reserve

Bank of New York, advising that since his letter to the Board on June 11th,

the Open Market investment Lccount has been reduced to 422,500,000 through

sale to the market of the „2,000,000 balance of the United states Treasury bonds

recently taken over from the Federal Reserve Bank of lansas city and repurchase

by the Federal Reserve Bank of St. Louis of the remaining 43,000,000 of the

government securities taken over from that bank; the letter stating that there

has recently been a very good demand for short-term government securities, as

well as for bills.

Ordered circulated.

Letter dated June 20th from the Chairman of the Federal Reserve Bank of

liew York, reading as follows:

"I have received your letter of June 14, enclosing your latter

of June 12, which you read to our directors last week for the pur-

pose of giving them an opportunity to state their views.

quite apart from its discussion of an iffinediate credit policy

such as that outlined in our letter of June 12, your letter raises

certain questions of principle and jurisdiction concerning which

our directors expressed their opinions when you presented your letter
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"orally. For reasons which they gave you at that time 
their

views on these questions quite evidently dif
fer from those of

the Federal ,Aeserve Board. They feel, however, that as im-

portant as these questions are for the future
, it would seem

to be better to leave them for consideration
 as and when they

arise than to attempt to discuss them furt
her now at the risk

of prejudicing an immediate course of action
 which our direc-

tors and the Federal Reserve Board apparen
tly agree should be

followed at the present time in the best inte
rests of agricul-

ture, industry and commerce.

The Board is already familiar with the vie
ws of the officers

and directors of this bank with regard to th
e relative positions

which the discount rate and so-called direct ac
tion should play

in Federal reserve credit policies. The important fact now, it

seems to us, is that the Board's letter of June
 12 and our let-

ter of the same date to the Board, agree in 
substance as to the

immediate course to be pursued, a course which 
necessarily in-

volves some modification of the Board's polic
y of direct action

of the past few months in order that membe
r banks might redis-

count with the Federal reserve bank to mee
t mid-year requirements

and the demands for credit during the late summer 
and early fall."

Upon motion, the Assistant Secretary was in-

structed to furnish a copy of the above lette
r to

each member of the Board.

Letter dated ljune 20th from the Secretary 
of the Federal Reserve Bank of

New York, advising that the board of dire
ctors at a meetinc- on that date made

no change in the bank's existing schedule 
of rates of discount and purchase.

Without objection, noted with approval.

Telegram dated June 20th from the Chairma
n of the Federal Reserve Bank of

San Francisco, advising that no meeting of 
the board of directors was held on

that date due to lack of a quorum and, co
nsequently, no change was made in the

bank's existing schedule of rates of discount 
and purchase.

Noted.

Letter dated June 19th from the Chairma
n of the Federal Ileserve Bank of

Boston, advising that the board of d
irectors of the bank at a meeting on tha

t

date made no change in the bank's 
existing schedule of rates for purchases o

f ac-
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acceptances, out adopted the following resolution with regard to the discount

rate:

"VOTED that the action of this BoPrd of Directors

at its meeting on April 24, 1929 in voting to es-

tablish a discount rate of 6, which was reaffirm-

ed at subsequent meetings of this Board, be and the

same is hereby rescinded, with the understanding

that if any development should occur which calls

for reconsideration of this action before the next

meeting of this Board of Directors, a meeting of

the Executive Committee shall be called to consider

and determine the matter."

Noted.

REPORTS OF STAND1N COLMITTEES: 

Dated, June 20th, Recommending changes in stock at Federal Reserve Banks as

set forth in the Auxiliary Minute Book of this date.

Aecommendations approved.

Dated, June 20th, Recommending action on application for fiduciary powers

as set forth in the Auxiliary Minute Book of this date.

Recommendation approved.

The meeting adjourned at 1:30 p.m.

Assistant Secretary.

Approved:
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