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

Federal Reserve Board on Friday, August 2, 1929, at 9:30 a.m.

PRESENT:

PRESENT ALSO:

The Chairman
Governor Young
Mr. Hamlin
Mr. James
Mr. Pole
Mr. McClelland, assistant Secretary
Governor Harrison, Federal deserve

Bank of New York.
Mr. doldenweiser, Director of the

Division of Research and Statistics.

Governor Harrison discussed with the members of the Board in detail the

present credit situation in this country, as well as conditions abroad and

emphasized the effect of possible adverse foreign developments in this country.

Three courses, he stated, seem to be open to the Zederal Reserve System -

(1) to adopt a policy of pressure reflected through sharp and repeated rate

advances; (2) to do nothing out maintain the present position, or (3) to

adopt a policy of relaxation which would let Federal Reserve credit out into

the market as needed during the fall, if possible to do so safely.

He expressed the opinion that the time has passed for the adoption

of a r,olicy of higher rates as a part of a program of pressure or deflation

looking to,iard future easier moaey, and that the question now seems to be

whether the System can release funds necessary to finance fall requirements

and have a tendency toward a reduction Of market rates, without stimulating

a new demand for speculative credit or over stimulating business development,

which now appears to be on a sound basis, but which might easily become over-

expanded should our foreign markets be curtailed by a continuance of present

rates here and abroad.

He suggested an increase in the discount rate to 6 as a warning

against the excessive use of credit, with a simultaneous'reduction in bill

rates to attract acceptances and, possibly, purchases of securities in the
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event tne bill holdings of the System snould not increase or increase too

slowly.

Certain Members of the Board questioned tne advisability of an increase

in the discount rate without a preferential rate on commodity paper, in

addition to the lower rate on acceptances.

The discussion of an increase in the discount rate, with a preferential

rate on commodity paper and bankers' acceptances, brought out tne concensus of

opinion that the matter should be discussed at a conference with representatives

of the various Federal Reserve Banks. Mr. James suggested that the

possibilities of a special commodity rate be discussed with Governor Calkins

of the Federal Reserve Bank of San Francisco and Governor Talley of the

Federal Reserve Bank of Dallas before being submitted to a general conference.

At the conclusion of the discussion the Governor was authorized to

invite the Governors of all the Federal Reserve Banks to meet with the Board

on Wednesday, August 7tn, and to request Governors Talley and Calkins to come

to Washington for a preliminary meeting if possible on Tuesday, August 6th.

Governor Harrison stated that he would discuss the entire matter with

the Directors of his bank on Monday and was requested to attend the preliminary

meeting on Tuesday also.

The meeting adjourned at 1:00 p. m.

Assistant Secretary

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis




