
Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Wednesday, March 10, 1954. The Board

met in the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Szymczak
Mr. Vardaman
Mr. Mills
Mr. Robertson

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Kenyon, Assistant Secretary
Mr. Thurston, Assistant to the Board

Mr. Thomas, Economic Adviser to the Board

Mr. Leonard, Director, Division of Bank

Operations
Mr. Vest, General Counsel
Mr. Young, Director, Division of Research

and Statistics
Mr. Youngdahl, Assistant Director, Division

of Research and Statistics

Prior to this meeting there had been sent to the members of the

Board copies of a letter dated March 5, 1954, from Mr. Sproul, President

of the Federal Reserve Bank of New York, to Chairman Martin transmitting

a letter dated February 9, 1954, and enclosures, which Mr. Sproul had

received from Mr. S. Sloan Colt, Chairman of a committee of the New

Clearing House Association which had been appointed to consider ways in

which the Association's study, "The Federal Reserve Re-examined", might

be brought to the attention of those concerned with legislation respect-

ing central banking in this country. President Sproul expressed the hope

that the Board would give attention to the study and the committee's recom-

mendations, and expressed the view that it would be appropriate for the
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Board to avail itself of the committee's offer to discuss the study

and recommendations with the Board. He also referred to the fact that

the Conference of the Presidents of Federal Reserve Banks, through its

Committee on Legislation, nad studied the report of the Clearing House

Association and that a staff memorandum had been prepared, a copy of

which had been transmitted to Mr. Colt's committee. (A copy of the memo-

randum was submitted to the Board by President Leedy, Chairman of the

Committee on Legislation, with a covering letter dated March 3, 1954,

and it was understood that the Reserve Bank Presidents would consider

the Clearing House Association's study and the staff memorandum at th
e

next meeting of the Presidents' 3onference.)

Consideration was given to -what action might be taken by the

Board and it was the consensus that a formal meeting of the Boa
rd with

the Clearing House Association committee to discuss the study and
 recom-

mendations mould be unnecessary and inappropriate. It was suggested,

therefore, that a letter be sent by Chairman Martin to Mr. Colt 
stating

that Mr. Sproul had forwarded to the Board Mr. Colt's letter and 
the

committee's recommendations, and that if Mr. Colt or his com
mittee should

wish to visit the Board's offices for an informal discussion 
the neces-

sary arrangements mould be made. It was also suggested that the letter

might indicate that the Board appreciated the interest taken 
by the

Clearing House Association in the matters covered by the study and tha
t
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it was the Board's view that the more the System and its problems

were studied by responsible groups, the greater would be the likeli-

hood of public understanding and acceptance of sound monetary policies°

The procedure suggested was
approved unanimously, it being
understood that a copy of the
letter to Mr. Colt mould be sent
to President Sproul for his in-
formation.

Mr. Leonard then withdrew from the meeting.

There had been sent to the members of the Board copies of a

memorandum from Governor Mills dated March 5, 1954, containing sug-

gestions with respect to the course which System open market policy

might take over the period immediately ahead.

There was an informal discussion of open market policy and

money market conditions based on the thoughts expressed in Governor

Mills' memorandum, following which the meeting adjourned. During the

day the following additional actions were taken by the Board with all

of the members except Governor Evans present:

Minutes of actions taken by the Board of Governors of the Fed-

eral Reserve System on March 9, 1954, were approved unanimously.

Letter to Mr. Leedy, President, Federal Reserve Bank of Kansas

City, reading as follows:

Your letter of February 18, 1954 transmitting a copy
of a resolution adopted by the Oklahoma Cattlemen13 As-
sociation, Inc., has been brought to the attention of the
Board°
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It will be appreciated if you will acknowledge the

letter from the association, indicating that the Board

is glad to have the benefit of the views expressed therein

for consideration in the continuing review of its monetary

and credit policies. If you consider it desirable to do

so, your letter might also indicate that, while the Fed-

eral Reserve System is interested in being informed of

credit conditions in individual industries, the System's

monetary and credit policies must of necessity apply to
the economy as a whole, having as their objective the

maintenance of conditions favorable to growth and high

level stability. You may wish to indicate that the Sys-

tem's responsibilities do not include passing upon the

terms of individual loans made by commercial banks, that

being a decision between the borrower and the lender so

long as the loans do not violate statutory provisions.

Moreover, it is not within the System's authority, nor

would it be in keeping with its responsibilities for

maintenance of sound credit conditions for the economy

as a whole, to direct credit selectively into a specific

field of activity such as livestock raising and feeding,

as suggested in the resolution of the association.
If, in adopting the resolution, the Cattlemen's As-

sociation had in mind the Federal Reserve System's over-

all credit policy, it would be desirable to call to its

attention the fact that since inflationary pressures sub-

sided in the spring and summer of 1_953, the System has

pursued a policy of actively maintaining a condition of

ease in the money market. Reflecting this policy, the

banking system is now and for some months has been sup-

plied with sufficient free reserves to enable it to meet

all demands for credit which the individunl banks believe

to be sound and within the limits of their lending ability.

The record of policy actions taken by the Board and by the

Federal Open Market Committee contained in the Board's An-

nual Report for 1953 may be of interest to the association.

Approved unanimously.
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