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A meeting of the Federal Reserve Board was held in the of fice of the
Federal Reserve Board on Tuesday, October 29, 1929 at 10:00 o'clocke.
PHESENT: The Chaiman

Governor Young

Mre. Platt

Mr. Hamlin

Mr. Miller

lre James

ir. Cunningham

lir. Pole

Mre. McClelland, Asste Secretary

The Governor reported a telephone conversation last night with Governor

Harrison of the Federal Reserve Bank of New York, who informed him that he had
been given authority by his board of directors to purchase in the open market,
at his discretion, for account of that bank, United States Government securities,
without any stated limit. The Govemor stated that he advised Governor Harrison
that he would bring the matter before the Board this morning and that subsequent
information received from Governor Harrison indicated that he was in position
to make arrangements for the purchase of approximately :350,000,000 of securities
under the authority granted by his directors, and that it was his opinion and
that of some of his directors that the purchases should be made before the open-
ing of the market and announcement of the call rate.

The report of the Govemor was noted by the Board and after discussion
it was the opinion of the Board that inasmch as purchases of securities have
already been made, there was nothing before the Board at the time requiring
immediate action. It was therefore voted that questions arising out of the
assumption of responsibility by the New York Federal Reserve Bank, in undertak-
ing this operation on its own account without having first obtained the approval

of the Open llarket Investment Committee and the Federal Reserve Board, be left

for future discussione
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} lUr. Wyatt, the Board's General Counsel, was called into the meeting and
discussed the procedure which has been in effect in the matter of System
Open liarket operations since adoption of the Board's resolutions of liarch
22, 1923,

Mr. James submitted the following motion, on which he did not request

immediate actions

"In order that the public may be fully informed and
not misled as to the action and attitude of the Federal
Reserve Board, I move that the 'Statement', when published
next Thursday, shall show this purchase as having been made
by the liew York Federal Reserve Bank for its own account and
without reference to the Federal Reserve Board."

He also submitted another motion, reading as follows:

> mThereas, the action of the Federal Heserve Bank of
New York in purchasing Government securities for its own
. account, without first securing the approval of the Federal
Reserve Board and/or the Open Market Investment Committee,
is contrary to the letter and spirit of the so-called 'gentle-
men's agreement' under which the Open lMarket Investment Com-
mittee was formed and has functioned during the last five
years or more, and
\hereas, it was obviously the intention of Congress,
in passing the Federal jeserve Act, that the Federal leserve
Board should have consideration in Open lLiarket operations,
Now, therefore, be it resolved, that Counsel be in-
structed to draw up and submit to the Board a suitable regu-
lation putting the final approval of Open ilarket operations
with the Federal Reserve Board."

Mr. Hamlin then submitted the following resolution, as a substitute for
that last submitted by lir. James:

"yhereas, a difference of opinion has arisen in the
Board as to the expediency of the action of the Federal Re-
serve Bank of New York, - whether acting on its owm initia-
tive or under the Open ilarket Investment Committee, or both,
. in purchasing 50 millions of Govermment securities,
Now, therefore, be it resolved, that Counsel be di-
rected to prepare a draft of regulation covering all pur-
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"chases, in the future, of Government securities by the
Open lMarket Investment Committee or by any individual
Federal Reserve Banka."

Mre. Miller moved, as a substitute for the resolutions submitted by liessrs.
James and Hamlin:

"That Counsel be instructed to prepare for submis-
sion to the Board draft of an Open lMarket regulation
covering purchases and sales of bills, purchases and
sales of Government securities and purchases and sales
of foreign bills, the latter in accordance with action
taken by the Board on July 6, 1927."

The Governor, at this point, talked over the telephone with Governor :
Harrison of the Federal Reserve Bank of New York, who advised him that be-
cause of the situation which exists there today, a special meeting of the
board of directors of the bank has been called for 12:30 p.ﬁ., and that it
) . would be appreciated if the Board could give prompt consideration to any
action which the directors might take. The Board, accordingly, remained in
session, discussing the current situation in detaile

At about 3:00 pe.m., the Governor again talked with Governor Harrison,
who advised him that the discussion of the New York directors was on the sub-
ject of a reduction in the discount rate of the bank, but that there is a
strong inclination among the directors to do nothinge. Governor Harrison
stated that there was some improvement in the market situation and that his
directors had, accordingly, recessed in order that they might observe develop-
mentse

The Board continued in session discussing action which might properly
) . be taken by the System and an informal canvass indicated the majority of the

members to be in harmony with a suggestion made by lir. Cunningham that the
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most helpful thing at the present time would be a reduction in the discount
rate of the New York bank to 55, coupled, however, with an understanding
that the System will suspend, for the time being, any purchases of Government
securities, pending future developments in the credit situation as a result
of the rate reduction, and further consideration and approval by the Federal
Reserve Boarde.

The Governor acain talked over the telephone with Governor Harrison
of the New York bank, who advised him that the directors of his bank had ad-
journed without taking any action. The Govemor stated he had inquired whe-
ther it would be of any benefit if the New York directors had am expression
from the Board, which Govemor Harrison stated he thought would be most help-
ful. The Governor also reported that instead of the 50,000,000 of Government
securities which Governor Harrison had stated in the morning he was in position
to contract for, which the Goverunor had assumed would be all of the purchases
made, taking everything into considerationm, including repurchase agreements,
while the New York dirmectors were in session, contracts were r2de for a pur-
chase of approximately ;115,000,000 of securities during the next two dayse.
The Govemor stated that he could not be sure of the figures received over {
the telephone and could only give them to the Board subject to later correc-
tions or confimation. The Govemor stated that the New York directors will
meet again tomorrow after attempting to size up the situation over night, when
they believe they will be in better position to act. Govemor Harrison ad-
vised him, he stated, that his directors have given up-amwy jdea of a reduc-
tion to 5 1/25, believing the rate, if reduced, should be put at 5%e

After further discussion, Mr. James moved adoption
by the Board, as a definite expression of its opinion, of
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the statement by iire Cunningham previously agreed to in-
formally, "that the most helpful thing at the present time
would be a reduction in the discount rate of the New York
bank to 5,3, coupled, however, with an understanding that
the System will suspend, for the time being, any purchases
of Government securities, pending future developments in
the credit situation as a result of the rate reduction,
and further consideration and approval by the Federal Re-
serve Board."

lire James' motion, being put by the Chair, was
unanimously carriede.

It was understood that the Govermor would comrmnicate
this expression of the Board's views to Govemor Harrison
for the information of his directorse.

The Assistant Secretary then referred to the plan submitted to the Board
by the Undersecretary of the Treasury, and approved last July, for reimburs-
ing the 55 redemption funds of National banks in connection with retirement
) {‘ of 0ld size national bank notes by charges to their reserve accounts at the
Federal Reserve banks. He submitted a proposed telegram to the Governors of
all Federal Reserve banks, advising that the Board will interpose no objec-

tion to the Federal Reserve banks making allowances for such charges to re-

serve accounts of national banks in assessing penalties for reserve deficien-

cies, in cases where the national banks have not had time in which to cover j
such chargese

The Assistant Secretary stated that the proposed tele-
gram is approved by the Chief of the Board's Division of {
Bank Operations and, upon motion, it was also approved by ‘
the Boarde

The meeting adjourned at 4:10 p.me

O %y il enityd

Assistant Secretary.

Approved:
/Q/ Ao,

Chairmane






