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B O A R D  D F  G O V E R N O R S
□  F T H E

F E D E R A L  R E S E R V E  S Y S T E M
W A S H I N G T O N

SERVE 'vi) FI

X-9763

-̂2.

A D D R E S S  O F F I C IA L  D O  R R E S  P D  N D E N D E 
T O  T H E  B O A R D

December 25, 1856.

Dear Sir:

The following code words have been designated for use in 

telegrams between the Federal Reserve Bank of New York and other 

Federal Reserve banks in connection with the participation by the 

various federal Reserve banks in United States Government securi­

ties held in the System Open Market Accounts

JUMRATE - We credit you today in the Interdistrict Settlement Fund 
with the proceeds of your pro rata share in sale of 
Government securities in System Open Market Account as
follows: (A) $ _____  par value Treasury Bills, (B)
$_________ par value Treasury Notes, (C) $_________ par
value Treasury Bonds, (D) |_________  premium, (E)
$_________ accrued interest. Credit us today (F) 4________
discount on your pro rata share of Treasury Bills sold.

JUMROLE - Credit us today in the Interdistrict Settlement Fund with 
the cost of your pro rata share in purchase of Govern­
ment securities in System Open Market Account as follows:
(A) $_________  par value Treasury Bills, (B) ________
par value Treasury Notes, (C) % ________ par value Treas­
ury Bonds, (D) 4_________ premium, (E) |_________  accrued
interest. We credit you today (F) ‘4_________discount on
your pro rata share of Treasury Bills purchased.

JUMSALE - Purchase and/or sale transactions in Government securities 
in System Open Market Account today have not affected the 
amount of your total holdings. The classification of 
your pro rata snare in total holdings at the close of 
business today is (A) $_________ par value Treasury Bills,
(B) ^_________par value Treasury Notes, (C) 4___________
par value Treasury Bonds. To adjust the amount of premium, 
accrued interest and discount on your pro rata share of
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total holdings in the System Account as a result of today’s 
transactions we credit you today in the Interdistrict Settle­
ment fund (.0) $_________premium, (E) y__________ accrued inter­
est, (f) v________  discount. Credit us today (G) $_________
premium, (H) _________accrued interest, (I) ^__________ dis­
count.

JUMSET - To provide for the difference between the market basis of 360 
days per annum and our accrual basis of actual number of 
days in calendar year for the interest accrued on Treasury 
Bonds purchased and/or sold in System Open Market Account
______(Date)_____  make the following entries on your books
today: Credit interest accrued (A) , debit interest
earned (3) ^_________, debit interest accrued (C) ^__________ ?
credit interest earned (D) ij?__________ .

JUMSILT - Accrue earnings on your holdings of Government securities in
the System Open Market Account for _____(Date)______as follows;
Accrual of interest (A) __________> accrual of discount (B)
£>__________ , amortization of premium (C) ^___________, interest
earned (D) &_________.

JUMSTED - We credit you today in the Interdistrict Settlement Fund t______
representing your pro rata share of interest coupons due and 
paid today on Government securities in System Open Market Ac­
count.

JUMTILE - We credit you today in the Interdistrict Settlement Fund ^______
representing your pro rata share of profit realized today on 
sale of Government securities in System Open Market Account.

JUMTOLD - Credit us today in the Interdistrict Settlement fund $>_________
representing your pro rata share of loss sustained today on 
sale of Government securities in System Open Market Account.

These words should be inserted on page 134 of the Federal Reserve 

Telegraph Code, following the word JUMPWORT.

^  Very truly yours, 
/ /

Assistant Secretary.

TO PRESIDENTS OF ALL FEDERAL RESERVE BAIIKS.
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October 12, 1*35

Mr. Wyatt 

Hr* Saead
/

C C  3' f -  z ° l

Attached is a letter dated September 2-4 frost Mr. Worthington, Deputy

Governor of the? Federal Reserve Bank of Kansas City, with respect to the 

bank’s author! &y to acquire securities under repurchase agreements froa 

the Fedex*al Land Bank of Oaaha without specific approval of the Board of 

Governors of the Federal Reserve System. In view of the provisions of 

Regulation *M* promulgated following the passage of the Banking Act of 1933, 

it appears that this is largely a legal question* Fro® a practical stand* 

point it would sees that the bank should be permitted to acquire- securities 

under repurchase agreements from the Federal Land Bank fsroa time to time with­

out securing ths advance approval of the Board with the understanding that 

each such transaction will be promptly reported to the Board on the proper 

schedule and with ths further understanding that such repurchase agreements 

have a maturity not in excess of 15 days and are for amounts not in excess of 

say #1,500,003,

Attachment*
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Hr* Saead 

Mr# Horbett

Deceaber 27, 1934 

Definition of "Coaaerclal paper 

bought in open market*

Hr* Seeaan^af the Federal Beserve Bank o f Sew Toxic telephoned 

today to find out whether short-tera proaiasory notea o f the Coaaerdal 

Credit Coapaoy o f Baltiaore should be classed as »coa»ereial paper bought 

in open aarket* axid included in itea 3 of Schedule 1 o f the ca ll report#

So far at I  can find, this question has never been presented to us before, 

and X understand froa Mr* Kane that he has no record of the question 

having been presented to the Comptroller1«  o ffice*

As you know, there Is a table in the Federal Reserve Bulletin 

on "coaaerelal paper outstanding” (see page 727 of Hoveaber 1934 issue). 

According to Hr, Sanford of the Federal Beserve Bank of Sew Tank, who 

collects those figures froa cossiercial paper dealers* the total o f 

1X92,000*000 at the end o f Septeaber 1934 coaprised #160,000,000 o f 

proaisaory notes o f leading ooaaerclal, industrial, and mercantile con- 

earns and $32,000,000 of proalssory notes of finance and industrial loan 

coapaaiea* Of the total, o f $123,000,000 at the end o f Septeaber 1933t 

only $8,000,000 represented paper drawn by finance and Industrial loan 

ecapaales*

I t  is ay feeling that the itea  "coaaercial paper bought in open 

aarket*, itea  3 o f Schedule X In the ca ll report, should not be confined 

to paper drawn ty jSSSBS3ZS&&k concerns but rather that i t  should include, 

as does the Federal Beserve Bulletin, a ll short term paper which Is  commonly 

bought and sold in the open aarket by so-called coamercial paper dealers* 

This is  also Mr* Leonard** view* I  reocaasnd that we advise the Federal

Beserve Bank o f Hew lork to that e ffec t. Bo you agree!
/ J y
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June 8, 193I+

Mr. Stone, Secretary to
Mr. Szymczak

Mr. Horbett

In response to your telephone request, Federal Reserve bank 

holdings of United States Goverament securities on June 6, the last 

weekly statement date, aggregated $2,430,236,000, and federal Reserve 

bank holdings of "municipal warrants", the only State or municipal 

securities owned by the Federal Reserve banks, aggregated $534,000 on 

the same date. On March 5t 1934, the date of the last call for con­

dition reports made upon member banks, all licensed member banks re­

ported holdings of $2,667,064,000 of United States Government securities 

$1,824,841,000 of "Obligations of States, counties, districts, political 

subdivisions and municipalities" and $19,018,000 of "Obligations of 

territorial and insular possessions of the United States".
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FEDERAL RESERVE BOARD

WASHINGTON

A D D R E S S  O F F IC IA L  C O R R E S P O N D E N C E  T O  
T H E  F E D E R A L  R E S E R V E  B O A R D X-7801

February 21, 1934

SUBJECT; Extension'k>f Section 10(b) 
of Federal Reserve Act.

Dear Sir s

In accordance with the telegram sent you 

today, there is attached a copy of the proclamation 

signed by the President of the United States on 

February 16, 1934, prescribing an additional period 

of one year after March 3, 1934, during which ad­

vances may be made by any Federal Reserve Bank un­

der the provisions of Section 10(b) of the Federal 

Reserve Act, as amended.

Very truly yours,

Chester Morrill, 
Secretary.

TO ALL CHAIRMEN AND GOVERNORS OF F, R. B A M S .
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COPY X-7801-a

EXTENDING FOR 1 YEAR THS PERIOD WITHIN WHICH ADVANCES 

MAY BE MADE UNDER SECTION 10(B) OF THE FEDERAL RESERVE

ACT AS AMENDED

BY THE PRESIDENT OF THE UNITED STATES OF AMERICA 

A PROCLAMATION

WHEREAS section 10(b) of the Federal Reserve Act as amended by the 

act of February 27, 1932 (ch. 68* 47 Stdti 56), by the act of February 

3, 1933 (ch. 34i 47 Statk 794), and by the Act of March 9, 1933 (Public, 

No4 1> 73d Cong*), reads as follows;

nSec* 10(b). In exceptional and exigent circumstances, and 

■when any member bank has no further eligible and acceptable assets 

available to enable it to obtain adequate credit accommodations 

through rediscounting at the Federal reserve bank or any other 

method provided by this Act other than that provided by section 

10(a), any Federal reserve bank, under rules and regulations pre­

scribed by the Federal Reserve Board, may make advances to such 

member bank on its time or demand notes secured to the satisfac­

tion of such Federal reserve bank. Each such note shall bear 

interest at a rate not less than 1 per centum per annum higher 

than the highest discount rate in effect at such Federal reserve 

bank on the date of such note. No advance shall be made under 

this section after March 3, 1934, or after the expiration of such 

additional period not exceeding one year as the President may 

prescribe.”; and
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€

-2- X-7801-a

WHEREAS I, FRANKLIN D. ROOSEVELT, President of the United States 

of America, deem it advisable that the authority of the Federal reserve 

banks to make advances under the provisions of said section 10(b) of the 

Federal Reserve Act be continued for an additional period after March 3, 

1934;

NOW, THEREFORE, I, FRANKLIN D. ROOSEVELT, President of the United 

States of America, acting under and by virtue of the authority conferred 

upon me by said section 10(b) of the Federal Reserve Act, do hereby pro­

claim, declare, and prescribe an additional period of 1 year after March

3, 1934, during ■which advances may be made by any Federal reserve bank 

under the provisions of said section*

IN YIITN3SS VfflEREOF* I have hereunto set my hand and caused the seal 

of the United States to be affixed.

DONE at the City of Washington this 16th day of February, in the

year of our Lord nineteen hundred and thirty-four, and 

(SEAL) of the Independence of the United States of America

the one hundred and fifty-eighth.

(Signed) Franklin D. Roosevelt

By the President:

(Signed) Cordell Hull 

Secretary of State.
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Mr. Parry 

Hr. Terborgjh
*

September 15, 1933 

Distribution of tJnlted State* 

Government Securi

j a s sb& m *___ DEC i M 9 -
mJtm

The following table presents the beet data or estimates I can obtain 
for the distribution of United State* Government security holdings from 
the middle of 1929 to the present.

Table 1

Bistribution of 17* 8. Government Security Holdings
............. i.

Total
out­

standing

A . n U d S M t L A l M
Held

M M OL.-  ....... ..................
by banks Held

by
othersTotal

Tederal
Beserve Member!/

Non-member 2/
Mutual
Savings Other

1929 June 30 16,690 5,431 216 4,155 620 440 11,259
Sept*3D 16,482 5,213 182 4,021 600 480 11,269
Bee. 31 16,068 5,359 511 3,863 575 410 10,709

1930 Mar, 31 16,159 5,580 535 4,085 550 410 10,579
June 30 I5 f954 5,572 591 4,061 525 395 10,382
Sept. 30 15,849 5,832 597 4,095 545 395 10, m
Beo. 31 15,796 5,789 729 4,125 565 370 10,007

1931 Mar. 31 16,352 6,581 599 5,002 585 395 9,771
Juno 30 is , m 7,021 668 5,343 605 405 9,550
Sept.30 17,087 7,366 742 5,564 620 435 9,723
Beo* 31 i7 f58i ?t201 817 5,319 650 415 10,380

1932 June 30 19,221 8,512 1,784 5,628 700 400 10,709
Sept *30 20,351 9*340 1,854 6,366 715 405 11,011
Boo* 31 20,512 9,540 1,855 6,540 730 4&5 10,972

j b l b l ifism _Z*QK — 765 ...- M L U*SSSL

*44

__ Bata for Maroh and 
Sj Estimated*

September are near the month end*

Derivation <rf for Bon-mw-w

1. Mutual savings banks. See ay memorandum of September 12, 1933*
2. Othor non-members, The data on Government security holdings of

State barites published annually by the Controller of the Ourrenoy 
are seriously defective, because of (1) the failure of a manner 
of States to segregate this item in their returns to the Comp­
troller, and (2) orroneous reports from certain States nhioh do 
segregate the item. As to erroneous reports, t need only cite 
that of tho State of Michigan for 1932. We reported more than 
twice as wush in Government securities held by Michigan State 
member banks alone as the Controller showed for a l l  State banks 
in the State. There are other flagrant oases in other years* 
Becauee of this sittauition, and tî e absence of any for a
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Mr* Parry

Pago % Sefiealar IS, 193$

considerable muaber of States I have limited ay use of tho Con­
troller *s figure* to tho year 1932. I have estimated tho Govern 
asnt security holdings of **other nonnaember" State bank* as of 
Juno 30 of that yoar a* follow* :

a. Taking ooparatoly each olaoo of Stato bank (other than 
aatual savings) I have ostiaatod for Stato* making a® reports 
of this iten by assuming that Governaent oooority holding* con­
stituted tho sazae percentage of tho total Investments of thoir 
bank* a* was shown for tho saae typo of bank by roper ting Stato* 
In tta oaao geographical region.

b# Adjustments wore aado for Michigan and ono or two othor 
State* for whioh tho roport* were pretty dearly  erroneous.

0* Tho ostiaatod and adjusted figures were added to thoso 
for State* whose data were taken as reported. Froffl tho result
for a ll  qI m i h  of State banks other than mutual was subtracted 
oar figure for Government security holding* of State member bank*, 
tfhe balance was approximately $400*000*000,

Using thi* figure of $400*000,000 a* a basing point, I 
ostiaatod for othor dates shown in tho table by assuming that 
for each of these dates the percentage of total invostaonts
00nsisting of 9ove*nm#nt securities was in same ratio to tho 
percentage obtaining on J&ne 30* 1932 that prevailed between 
t&o corresponding percentages in tho case ©f national country 
hanks and State aeaber country banks. Where the ratios for 
national country hanks and State somber oountry banks did not 
agree, an intermediate ratio was choson. (In general, thoy 
were in elose aecerd.)

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



^ ^^ R ep ro d u ced  frorti the Unclassified/Declassified Holdings of the National Archives

1 ----- ' •' • •" "‘«r ••--------- ---- ------"V-y?

Form No. 181

Office Correspondence rw jun. JAIL.
Tn MUlef,_______ _______ .____________  Snhjftr.fr; Regulations re open market trans-

From Valter Wyatt, General Counsel. actions of Federal reserve banks._______
• ro 16—882

For your information, I amJtm&T&g you herewith copies
/ S ^ 4 -  C S n  V v u ^  * -**4

of two preliminary drafts! of regulations governing open market / i „ _
„ ------^  Lo j ?  H \ Q

operations of Federal reserve banks, which I prepared at the  ̂ ,

request of Hr. James under dates of October 31, 19291 and Novem-^^ v

ber 2, 1929, respectively#

I understand that the preparation of a tentative draft

of regulations on this subject under the provisions of the Federal

Reserve Act, as amended by the Banking Act of 1933, has been

assigned to Dr. Goldenweiser; and I am sending him copies of the

attached drafts in the hope that they may be of some assistance

to him*

Respectfully,

fa lter Wyatt 
General Counsel.
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FormNo. 131

Office Correspondence FEDERAL RESERVE 
BOARD

Date June 29. 1933

To Mr. &symczak Subject: Regulations re open market trans

REC’D IN PILES SECTION
* « p o  16— 852

-  MAY 9 1939 /<  

For your information, I am handing you herewith copies

of two preliminary drafts of regulations governing open market 

operations of Federal reserve banks, which I prepared at the 

request of Mr. James under dates of October 31* 1929* and Novem­

ber 2, 1929* respectively.

of regulations on this subject under the provisions of theFederal 

Reserve Act, as amended by the Banking Act of 19331 has been 

assigned to Dr. Goldenweiser; and I am sending him copies of the 

attached drafts in the hope that they may be of some assistance 

to him*

I understand that the preparation of a tentative draft

Respectfully,
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fyyy 9— *t pr*lt«lft«r7 draft- j l *  l|Sf>

i & m M k m * ....i atJcm.AJT.im- 

U LM tU & fa% .JxmimteS -  Tfc* t#r* *mm «*»*»«

mM%%  *44 #tf ifc# fetisni-af m  %xm *p$k W *

f# r tfet iwWMWBfct of. fwl#rfc& r#*»«rt* fe*ftfe«4

(1) gftifcttrt* *«e« ?!&«•#•» b i l l *  of ««***£«• tU tr  fciil*

(f|  Eoni*. ##riifi**t#§ of i*»4*fct#4##*i* And f'r**#«r2r

H i l t  #f t*>* fiatt***

1 C D  Mtix*, **$«»» **#?*»»• fcwai# «iii *%rr«ni* ## *auf $***#•

•ottii;, 4 i#trie it #r i »  tl*»

*1 ««*!•*}

(4 )  « * t *%i*#r «wii» # % & & § t f  m l *

#r*| ©r*41t h*nk« er *gri#**i’t«r*i. ar*41t o©rj>ar%U#a*i 

wni

15) flaw- I**» fc#****

ft ) Ajunrwl*.iMMWI.ItMBIWi -  tfc* ter* '«*«*••*»«■• tfM

B*rfc*t M w tff lM it# *  * M U  mmm ts»« itw uat o f n i l  #|*** m r l» l  Is *

¥**!•»&*# ijf* *r i m  \h+ m m m %  ##* *11 #f «lm Mtarml r*«#nr«

U « ( i  %  #«wlt ***&*» iwr«iMi*»# &jr t o  d m **

W m  f m  t&# * m m m %  #f *««b fe^gaml m  In
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Tho m m m t * mmi vtlu« #f « u  *a* u l n

0mll ?ri«*rtly «4ti» * *i*» *f *c©q**«-

4 * tlttig  e« iu*»r*«  »nd *wi*lk r i f u r d  t *  t & t i r  •##•*%  «$•&  tb *  g^a«rtU

th* mm&i # f  t *  ©p*R l » -

9*«t»*nt« to pr*«»rib#4 £rt$i ti*§ to tii$* kjr Uj«

r*4«ul twwr## $*ar4* ?*t $#*r# will not prroari** a ■*%*$%# m m  *t in* 11*- 

it«tidn »« «$* ■*&#**% of *gcr*£*t* *p*m «****&$* fent will ftwiA#

t)Mt Ik* «^ « ll aot ¥• 3,#** llte  *  •*rt*ia  m m  m r  it  $ m * * m  of «  ##**»

■%*&» otter #«*# *1 lowing & lftUt»4.o in wMw #f *&# QirmiiuUM*«

•xitilo^ fro« tl>» ia U m .

U) ik# p i  ifcrliti $«»»iii** otiolt of

t&« #tf tilt tP t if*  r « * « rv t  t*  tie  mfe***#* * f  u^r

f t # »  it IP**tint o f til# C # «R U t««t &* *1 to im i*  *f£MiiJ*io$: by tfc# 4 irM to r i  

♦# lilt. )mw& *»jr *crtt ** * «o«fc*r of tn* lit##* f&» fomiiiioo «Im&I ooioot 

i t #  # * *

fo l.  i» * t i^ u f i -  $»#**»$» #1 li*o % #» a * » » i i t * o  * *  m*$w% 

i#  .##11 * f  cfc* ao *o f*o  '%tm 0p«o tinrteoi ©#«§*%■*## o r i u

E*o#wtiv« t w i l i t # # #  ■«*€ tumll fe# b *ld  lo  or in  litefe s ttt tr  p i*# #

a# «*$* %m »f*«|#i fcjr *£r**Mkt $fe» if*** Wufimt ttiwiit*# «*£ R w  l*#d-

« r * i  i# t*« w »  i m NU

(<Q ff*tgs*i&#»» * It #ti*U ill# of tfc« jf*n WftTlgtt 

t* tto* rwiri«w «f tfct» r*4#ral ft««b«nr« INMfcrti t» t m m il*t# f m

tii»# u  t i i »  m  #|nmi- «mmnk!«% tmr  hm» l n « m  8p»t*«i * t  •  « c » i*

*wi. «towfc M w N i  tr *# *§&»$** I# *«» ««»««( <*r
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r l  *

sairktt ln m tM A li ,  im *o««r4as«« wiiii. Ui« t«rm« or thl* r*gu* 

1aU<m>. p * lic l*s  fonMtlat«4 »«4 '*1.1 «&**£*• r«*«iG®*ad*£ by III#

Sur&At $#*»!, tt*# *b *n  ii# » « baitt*4 t« & • y * i*n a  ;i**r4 f#r

*«A  m% tAk* « » i i l  tfrny to**# Ajm-ovod :fcjr %fe# &♦»

*# m  9o«r4.

ift« Aat/ of r*Q»an«B<ila$ oh*a&»# la til# & »n a t  » f  *g g r* f* i#  »p«n 

***%#% shall r * « i  p r l » » r i l f  v lU  tK* Cy#» 1ter?t*t $*»*& **■*«« tk*

l i r * e t « r «  # f  «af' r#4#r*l r***nr#  U n t #*y r*##«s#t*4 ic iht :?o*rd

#%*»§** In «n#fe n m t  at *ajr ilM{ *a€ F*4*r®i r*i*r*** U*

r lfh t  t# oAfttft ••«h MMist #11 U i  0m iftixifctiv#.

(tfl * ffc# c**» »arfcot c « « u u <  thali « l * « t  f r « «  it *  ©wn •#«»

Itrifcii ** c©»»i tt»« o^ i h u a i  #f n v « tttafeftr* and *ti«n um

CtealrwLft

jjft). - I *  th# 4uty of U*# C&wwitt##*-

(1 ) To ummU *Ad **!•• » f  **rfe#t i WIN** *«#»*** la mamrt* 

*»*•  wttte poU «l«« Approved fro* tt«*  1* %%m ty titif P*4*ral

(2 ) T« it pml  « f  op*t» amrkvt .p&rtl# i f  «$$,!*»* In 

which *•  » n « u « 4  to voriau t rw trw 1# h&m» t# jN *rtl-«iy*t#  

im •«•*> .^♦#1*

(3) ¥* n m u u  th« .MMMifti’ of witfc&jt 

lilt U a iU U » a i  pr$f«rlb«4 f r «  M i l  to t i f f  %  tit# r*4*ral l « M j  *»d

{%) ft  allMAt* ih* mmm%  e ll ?#4#rml

r « i « r t #  * * « * •  »n m  a g i t a b le  b *s i»  <mMI to a$j«*% ««*• *11 $<*!*%*#& £#*»*» %&m t# 

fiat# t* %im ««&acU( « f  Ite# $t*fe ^ai##&U#»

*#**11 M l# with a » iw  {K-lmriljr, of (a ) **oh y*H.# Wnic t# Milatela

* mii (*) *# i*r «  ppm*imkl* u w  »*%

♦«*»;|.8g® * f til# r .I *  a»d vhall )h» to *tal§# b/ tiM
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r*4 « ra l In i t #  ilM N rttio n , a t trn  r * n * * * t  m y  PM *rm l r * -

*«nr» teak.

. M w  for Tr— w ry  »  m » u i  m M )u a r  « f  * n  m * r * i  

r * t «rv *  * * * * *  in tk* f « * l # tM  x*»ottUv» Oftawltt** c*fc«

%mpwr*iy ««£ ♦ *  */ vA»it*<i #%&%** » t » » ,

of 'tp-mtmty fcU i* Ter th* **o 0**m<U t l* *  #r af th*

tfc# Uait*4 in ***«»%# r*ftt**tiHt ^  tte* Tr****rjf f * r

* «r io -u  si«»t in #*##«» &e f i f t * * *  **?*.« r* «tr4  t# u *  n m u t i « » i

m w n ,  j i » .j w r t f m t , .MMJB>r.toi^Jimtesaii«

£x**£t witfc %m fmr*\*9%9n * f  th* «#  INWi*r*$

r***rva &s,»ls *hail pBrefi*a* *r * « i i  *ny *p*o f#r 11« #«e

fceoccbt 1 ■*»**>•»$** tiy *f ih* fJMMWtl** C*a«liV**i f'rovU**, tat* fftfct**

sui Af#=ijr ** tfc* #«*■#&*** * r  * * i *  fcjr #m* tn&kvt&ml 

r***rv$ ©ft

(1 ) fftJUx * f  wtoium#* AM M ak*r** io o «^ u «e « «  tstt ai 

i t  it *  « «  <ti*tr£*t« *r

(2) CUwr inv**t»*aV* *ut4* t* iu <L<ao»»A»4&t* *p*ei- 

f ic  a*afc*r t * * * * ,

f&*g#v*r * »  iA&ivi.***} f*4#r*t r***rv* &*nk j«iif#k*fc*** #*» **11* *$«* 

WWrH#t l »v « * t a * « t *  f « r  it *  *«r* th* traa**oti*n  att&ll 1* r*p©rt*d

t* i#**n r#  wmuNI mt-i t*  tin $ *N *iU 4 «t *&& i t

• t e l l  fet tit* i t i#  *jf tfe# XxMttUvi *.« #*&« * * « »  i t

in *  ?#*l *p*n mrntt't i nx'**%mwtm la  tn * V te tm f  *#  

v*

(1 )  f t  M ia U iB  tH* «£#?*$*t+ «p *» iov**%««nt* within

tb* l i * i t * u « f t *  i<r«vi*«*ly  '111# r*4 *ra l a**#rr* '»#«r4j * ĵ

i
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(t) fa aaialala j*uruaij*u«a #f mm  *a*lvX4ual 9»4ar*i f** 

•4T1NI la Uh» ajgrVfat* *$«« UtVMllMlI $:R HHfflH II t i l l

i l l *  *X X a e *tl;» ii tiMMraaf & *d* %  ifea Camilla* •

a— it—  HJftfr. 

aftar a^X/lag far and raaat*lag ttea aj^rfaX af tfca M ar**  

la«ar»a ,‘ourd, «t# fa&ar»X raaarwi b»u& *&aIX aftgagv Ia* ar aafca danaltft 

a«NM&taaiit« iw * Iraaaaaliana with for«iga gavarn*»nl«, far*!©* tan* ar 

tfarai§* ^ s a r a  iavftlvitMi tto+ p fH i i t i aaia* a*ai»»*ii*« I m i  fXa£$at «r  

aara*rju&4 af $ai i , $#XI aaA» #r
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prtU alM i-x  4 r»*t  -  « H M » «  2. 1JW )

I

amum.t -  9mm. cwwUM*.

( * )  rr#«ual>»U»»» l t m n « r  W m  O f *  «fe*n o*a*i«t

uf Ut* § « * « * « » * »  ®f Us# t«Nilv« r*a«r%l r t i m *  tank*. I *  tin* * f

4*y f«* *r iw r  frsn  *  as** ting # f  tto* t * * « ,  m  t l u n u u  to/

th# 4lF««v«r& o/ tel* ■*/ »«rr*  **  * #**+r mt tit* 0*w*i%i*** ffe*

C *a * ltt «*  *i»*li l e iw t  I t *  o»b Qb*irman,

W  l E l l iM t *  $#*%£»$* Of t i »  % «a  V*rk*t O o w lt t* «  b* **b )*o t

t* U «  • a l l  « f  th* £ *4*r»j « * * *n r t  BwmNL.* tt»« t f # »  Hfc#*** ao *«d tt»* *r  i t *  

iX H it iv t  u 4  ***11 b« h*14 ta #r i s  m»% *tK*r *1 «**

* •  m»& b* arrani#t ty b* * * * * *  tit* Op*a Ji*rte*t uaw atU o  mi. t&#

ii***anr* §****•

t * )  ttB tH SEh ' ** » * a i i  Im> t&* <itjf * f  tfe* op«a $**%** t^aaitt***,

**bJ*ot th« r t v lw  # *t*r*i**t l<m  of tfc* F#€*r*JI K*»*rv* t*

f*rm »l*t*  £ r*» M n» l *  M »#  * *  i f M  » * r * * t  f * r  mm p#<i*rmi l » * * r * *

§**%#** AH .* HHAf *h#U 4**V*A CrtMMWMWMT Jjf

•&**§** 1* tfe* * * * r * * * t *  * » *4 «t  * f  * U  lA *«*ta*B t* *4quir*4 in tiu *p*m

**rk *t  f * r * * * * t  U  u «  t*nss « f  »* *U e h  '14 # f  ti\* r«d «ra l Psmmtm 

*»& b*l6 by *r  f*r Um u m u i  » f  ?*4*r*i r t w n t  b**k». -H 

f*rtail*t*<l »*d nil *&**§#* rN«iM<>diil by %*• 0**m «*rk*t

i W i  b* takftl vi«4 I# ilu> ?*4*r*l i# * * r * *  fc**rd for m MC *fc*ll

m*t v«fc* * f  f  • * t **tU  UMy t*t* b**« *pj>r*v*<S by tM &***rv* dvsuri*

Tfcil* Ht* *f «b**c*« ^  tlw (I# **£»*•*» t*

t»M  M fkii lm t l a n u  shall r u t  yrlwitrll/ with th* @f«ft Strkit CMMiltt**, 

l i *  d lr# «t * r »  * f  u ;  r »4 « r « l  r « w r w  ^&Ie « « f  to ttt M t r * l  m**
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•orto iftnri efcosgft* %m oooh m am l «t U a ii *»<& ik* ?o€oraU $o*or*o 

«oor* rotonrot tfe# rlffet i# efe*«g* *uoh sMuwmt oa l i t  *ws U lU ^ U t* .

(0) fte* Ojpoo Cvmmlit** oiion fro* it* ©#» 

vMriterofcip am m m i U v o  coawittoo & m *lotlftf of fiv« *»»te*r« *»d oiioll *9*

ill* afcoiraftft Mttrttf. 

Q88M2SSf *% tim ll ** ttio iat/ of ifeo lfc**oi*ti*o oowiittoo*

(1 ) to •*oc*it pHTtthii»«i «n<i i U n  of opoo immmtmni* • l »  o#eorA~ 

iummi illH foiioi#* oypr***# f m  ttao to tin* *y tfco P*4or*l Hooorir# Ho^rt*

(2) To amX*%htm m pool »f 090a **rfcot JjwoMmftto* for tio ip* it on* la 

whtnh t )i»H  bo U lotted i® vorioo* F#4*r*U rooort# banks ioourtog l «  

pot# ) « »»«& ?tol|

'3 ' To wtthi* %hm U » i i « U m »  jwrooorilMMl from U w  %a fci«o

Ijr tfct podorol ftooorvo So*r<t th« ofgrofoto mtmm% of o il  mpm »*rkot

ooat#, tftooo M i  J*41»44«olif bjr ti»« fo6»r&l ro*onr*

isd tiioo# hold is  ill# oferoooiA pool I *»4

(k) fO OlldC&tO tko *gg*♦§%*# **Ott1tt of oil OJMH* UV«ltaM(«

***•$ &3.1 ?odors*i ro*oro* feoako #**- «m o«$ait**io %&*i« on* k  o<t4»*i «ucfa 

oJiao&ttaft froro t l»*  to I tm  to mm*% tk* otsoftflag aoota »f  tM  rtip tQ tiiri

roiorto  *■»»*«. mots alloaatioa *ft*U bo 0*4* wit* * v li*  » of

(* ) oaobltiii oooit F*4orol ro*onro boo* to roooro# ?ooltloa»

*ai (b ) «<i9tnKi8| no for oo proatieabio tho »ot o»r»if*f«6 of tfcw v«rlooo ?o4* 

«ro l rotoroo %&ak*f mid •faoll too oofcjoot to shoot* te/ U>« fo4or»i aotorvo 

So«r4ff in I  to d icor«tio a , ot tlio roqu«»t of *»jr ro*or»i rooorvo ImuiIc.

<«) n»r*a4*»» M a n  m  M i t t  *r *ai w « r » i

ro*oriro Woks i»urUol>otiec in tHo pool* tM mmmtht* Coa»4tt«o wmy aoio

• 2 -
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*3*

tmmpmrwy f*r«***## «* i  §•!«• #f Q»lt*l % Uu« Waft**

* f  }&§#*%#**••« **4 Tr#***r* b il l*  f# r tk»* *#®eswwdAti#a «r  * f  tfe#

frtnwnrj %t thm ©alt*s in r#3*#«t#* &y tfe# fr#**nr/ f*r

periods w i  i*  •*«##* of i*ys9 witli#«rt r«g«r4 tte# it»lt*tl#& *

* »  tfc* a m m n t  » f  •jpm »itrifc#t i«*t##iw#iai#*

<4} _<>£. jawm ft rw t  iw w w w t i .  thm«v«r mi

i»A ifl4 «t l r#«*rv* jmroSut*## or »#I2# m p m  iiiv#«im*«it#

f « r  It* ff»n M»oou«tt tli# thail fe# r#ported t# th*

F«Kl#rel fMmr* ««£ io t&* £s*autlir# $»&*,%%%*&* aM it  jiIm U  %# i&#

4mtjf #f tfe# ¥**e«Uv* c m ; tti* to ««tn ft«t®i* adjaafcswat*. ! «  m© 1*0*1 of 

#$•$ nark#t tav$st$eftt# «jui te *f»# &» m *  to* mmum&jty i

(I) f *  w#l»t*i«i Mw *jg0r«g&t# aaottoi «r  .all » 9*a me&kmt lav**ta*at* 

vittel* th# lis t**  tit## pr*vl #*»•!/ approv#* by tH« M#y*1 t#»#r*# b#«r&j and 

( t )  tfe# 9*rU«ig*ti*i» of *a*H l*divi&«bl r#~

••r»* Mult ia ih« **#aj»t #f nil «p «i mrimt Xmm&tmntm  i® #oe#r6*

**** w ill* III# * ! ! * * «  t i M  th * r * # f  aw*4# hy th* tmmtkv*  Q m i i t t * * ;

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



R e p ro d u c e d  fro m  th e  U n c la s s if ie d  I D e c la s s ifie d  H o ld in g s  o f th e  N a tio n a l A rc h iv e s

COPT (COHFIDEM1 IAL - Second preliminary draft - October 31, 1929)

Regulation_____ , Series of 1929.

OPEN MARKET OPERATIONS.

Section I - Definitions,

(a) Open Market Investments - The tern ttopen market investments* 

shall include all of the following purchased on the open market by,, or 

for the account of, Federal reserve banks:

(1) Bankers1 acceptances, bills of exchange and other bills 

receivable;

(2) Bonds, notes, certificates of indebtedness and Treasury 

bills of the United States;

(3) Bills, notes, revenue bonds and warrants of any State, 

county, district, political subdivision or municipality in the continent­

al United States;

(4) Acceptances, debentures and other such obligations of Fed­

eral intermediate credit banks or national agricultural credit corporations; 

and

(5) Farm loan bonds#

(b) Aggregate Open Market Investments - The term "aggregate open 

market investments” shall mean the aggregate amount of all open market in­

vestments owned by, or held for the account of, all of the Federal reserve 

banks whether purchased individually by such banks, purchased by the Execu­

tive Committee for the account of such Federal reserve banks, or acquired in 

any other manner*
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Section II - General Principles

The time, manner, character and v olume of all purchases and sales of 

open market investments shall be governed primarily with a view of accommo­

dating commerce and business and with regard to their effect upon the general 

credit situation.

Section III - Limitations

Except as hereinafter provided the amount of aggregate open market, in­

vestments shall conform to limitations prescribed from time to time by the 

Federal Reserve Board, The Board will not prescribe a single sum as the lim­

itation on the amount of aggregate open market investments, but will provide 

that the amount shall not be less than a certain sum nor in excess of a cer­

tain other sum, allowing a reasonable lattitude in view of the circumstances 

existing from time to time.

Section I? - Open Market Committee

(a) Organization - Herafter the Open Market Committee shall consist of 

the governors of the twelve Federal reserve banks. In the absence of any 

governor from a meeting of the Committee, an alternate appointed by the directors 

of his bank may serve as a member of the Committee. The Committee shall select 

its own Chairman,

(b) Meetings - Meetings of the Open Market Committee shall be subject 

to the call of the Federal Reserve Board, the Open Market Committee or its 

Executive Committee, and shall be held in Washington or in such other place

as may be arranged by agreement between the Open Market Committee and the Fed­

eral Reserve Board,

(c) Functions - It shall be the duty of the Open Market Committee, subject 

to the review and determination of the Federal Reserve Board, to formulate from 

time to time an open market policy for the Federal Reserve System as a whole 

and, when deemed necessary or advisable, to recommend changes in the amount of
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aggregate open market investments, in accordance with the terms of this regu­

lation, All policies formulated and all changes recommended by the Open 

Market Committee shall be submitted to the Federal Reserve Board for approval 

and shall not take effect until they have been approved by the Federal Re­

serve Board,

While the duty of recommending changes in the amount of aggregate open 

market investments shall rest primarily with the Open Market Committee, the 

directors of any Federal reserve bank may recommend to the Federal Reserve Board 

changes in such amount at any time; and the Federal Reserve Board reserves the 

right to change such amount on its own initiative.

Section V - Executive Committee

(a) Organization - The Open Market Committee shall select from its own men-

bership an Executive Committee consisting of five members and shall appoint the 

Chairman thereof.

(b) Functions - It shall be the duty of the Executive Committee:

(1) To execute purchases and sales of open market investments, in accord­

ance with policies approved from time to time by the Federal Reserve Board;

(8) To maintain a pool of open market investments, participations in 

which shall be allotted to various Federal reserve banks desiring to participate 

in such pool;

(3) To maintain the amount of aggregate open market investments within 

the limitations prescribed from time to time by the Federal Reserve Board; and

(4) To allocate the aggregate open market investments among all Federal 

reserve banks on an equitable basis and to adjust such allocation from time to 

time to meet the changing needs of the respective F. R, banks. Such allocation 

shall be made with a view primarily, of (a) enabling each F. R. bank to maintain 

a suitable reserve position, and (b) equalizing so far as practicable the net 

earnings of the various F. R. banks; and shall be subject to change by the

- 3 -
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Federal Reserve Board, in its discretaion, at the request of any Federal re­

serve bank,

(c) Purchases and Sales for Treasury - Acting on behalf of all Federal 

reserve banks participating in the pool, the Executive Committee may make 

temporary purchases and sales of United States bonds, notes, certificates 

of indebtedness and Treasury bills for the accommodation or account of the 

Treasury of the United States in amounts requested by the Treasury for 

periods not in excess of fifteen days, without regard to the limitations 

on the amount of aggregate open market investments.

Section YI - Individual Purchases of Open Market Investments.

Except with the permission of the Federal Reserve Board, no Federal 

reserve bank shall purchase or sell any open market investment for its own 

account independently of the Executive Committee; Provided, that this prohi­

bition shall not apply to the purchase or sale by an individual Federal 

reserve bank of:

(1) Bills of exchange and bankers1 acceptances arising out of 

transactions in its own district, or

(2) Other investments made in emergencies to accommodate speci­

fic member banks.

Whenever an individual Federal reserve bank purchases or sells open 

market investments for its own account, the transaction shall be reported 

promptly to the Federal Reserve Board and to the Executive Committee; and it 

shall be the duty of the Sxecutive Committee to make such adjustments in 

the pool of open market investments and in the allocation thereof as may 

be necessary:

(1) To maintain the aggregate open market investments within 

the limitations previously approved by the Federal Reserve Board; and

-4 -
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(2) To maintain the participation of each individual Federal re­

serve bank in the aggregate open market investments in accordance with 

the allocation thereof made by the Executive Committee,

Section VII - Dealings in Gold,

Except after applying for and receiving the approval of the Federal 

Reserve Board, no Federal reserve bank shall engage in, or make definite 

commitments for, transactions with foreign governments, foreign banks or 

foreign bankers involving the purchase, sale, exchange, loan, pledge, or 

earmarking of gold, gold coin or gold certificates.
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COPT (CONFIUENTIAL - Fifth preliminary draft - November 2, 1929)

Regulation , Series of 1929 

OPEN MARKET OPERATIONS

Section I - Open Market Committee,

(a) Organization - Hereafter the Open Market Committee shall consist 

of the governors of the twelve Federal reserve banks. In the absence of 

any governor from a meeting of the Committee, an alternate appointed by 

the directors of his bank may serve as a member of the Committee. The 

Committee shall select its own Chairman*

(b) Meetings - Meetings of the Open Market Committee shall be subject 

to the call of the Federal Reserve Board, the Open Market Committee or its 

Executive Committee, and shall be held in Washington or in such other place 

as may be arranged by agreement between the Open Market Committee and the 

Federal Reserve Board.

(c) Functions - It shall be the duty of the Open Market Committee, 

subject to the review and determination of the Federal Reserve Board, to 

formulate from time to time an open market policy for the Federal Reserve 

System as a whole and, when deemed necessary or advisable, to recommend 

changes in the aggregate amount of all investments acquired in the open 

market pursuant to the terms of Section 14 of the Federal Reserve Act 

and held by or for the account of Federal reserve banks. All policies 

formulated and all changes recommended by the Open Market Committee 

shall be submitted to the Federal Reserve Board for approval and shall

not take effect until they have been approved by the Federal Reserve Board.

While the duty of recommending changes in the amount of aggregate 

open market investments shall rest primarily with the Open Market Conniittee, 

the directors of any Federal reserve bank may recommend to the Federal Re-
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serve Board changes in such amount at any time; and the Federal Reserve 

Board reserves the right to change such amount on its own initiative.

Section II - Executive Committee.

(a) Organization - The Open Market Committee shall select from its own 

membership an Executive Committee consisting of five members and shall ap­

point the Chairman thereof.

(b) Functions - It shall be the duty of the Executive Committee:

(1) To execute purchases and sales of open market investments, in accord­

ance with policies approved from time to time by the Federal Reserve Board;

(2) To maintain a pool of open market investments, participations in 

which shall be allotted to various Federal reserve banks desiring to partici­

pate in such pool;

(3) To maintain within the limitations prescribed from time to time

by the Federal Reserve Board the aggregate amount of all open market invest­

ments, including those held individually by the various Federal reserve banks 

and those held in the aforesaid pool; and

(4) To allocate the aggregate amount of all open market investments 

among all Federal reserve banks on an equitable basis and to adjust such 

allocation from time to time to meet the changing needs of the respective 

Federal reserve banks. Such allocation shall be made with a view primarily, of

(a) enabling each Federal reserve bank to maintain a suitable reserve position, 

and (b) equalizing so far as practicable the net earnings of the various Fed­

eral reserve banks; and shall be subject to change by the Federal Reserve 

Board, in its discretion, at the request of any Federal reserve bank.

(c) Purchases and Sales for Treasury - Acting on behalf of all Federal 

reserve banks participating in the pool, the Executive Committee may make
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temporary purchases and sales of United States bonds, notes, certificates 

of indebtedness and Treasury bills for the accommodation or account of the 

Treasury of the United States in amounts requested by the Treasury for 

periods not in excess of fifteen days, without regard to the limitations 

on the amount of aggregate open market investments,

(4) Individual Purchases of Open Market Investments. Whenever an 

individual Federal reserve bank purchases or sells open market investments 

for its own account, the transaction shall be reported promptly to the 

Federal Reserve Board and to the Executive Committee; and it shall be the 

duty of the Executive Committee to make such adjustments in the pool of 

open market investments and in the allocation thereof as may be necessary;

(1) To maintain the aggregate amount of all open market investments 

within the limitations previously approved by the Federal Reserve Board; and

(2) To maintain the participation of each individual Federal re­

serve bank in the aggregate amount of all open market investments in accord­

ance with the allocation thereof made ~bj the Executive Committee.
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Wed* Jan* 4*.. 1

fhe (Governors not with the Board as on Open Haricot 
Cotnittoo .tills nomine. Ckiemor tleyor stated veiy 
“briefly that the position of the Board as to its open 
market policy which should be taken today, m o  one of the 
most important in the history of the systecu He rather 
inclined to the view that we should continue our open 
raaikfit policy without change, for if we chan-ed, th© 
public would he lilasly to tabe slam, and also the banks 
ni^it become frightened and try to dispose of their Govern­
ment securities* He also spok© of tho danger of inflation 
fron bills Introduced in the present Coxgress*

He also utated that the rosi&t of the election had 
not boon such as to inspire confidence in the country*

Secretary Mills then addressed the meeting, stating 
that it nade practically no difference to the Treasury 
•.bother the Systaa adhered to or changed its present open 
market policy; that of course the Sovernoent was getting 
raoney at too low a rate, and bo&ged the (governors not to 
consider the Interests of the treasury - whatever they 
mi^ht be - in any conclusion they reached* He oaid, hold­
over, that if the Baird were to change this rjolicy today, 
it tsould undoubtedly give lopetua to a great aany inflationary 
bills now pending* He said that the dcnand for inflation 
was never ass great in the country’s history as it is today, 
and any change in the attitude of the Systen .;ould singly 
increase the agitation for cheap noney. Ho said that further 
Issues of cheap money, so-called, after being first paid out 
to individuals, r/ould drift into the banks, and then into 
their reserve account v/ith the Federal reserve banks, oercly 
increasing the present excess reoervos* He characterised 
tho pending bill for agricultural relief as an absolutely 
insane proposition*

Qovemor ilarrison then addressed the neeting and {save 
a very fair 3 ta tenant of reasons lahy tho policy should be 
continued, :md at the sane tioe, the principcl arguoents 
existing for a change in the policy* He said that today 
the 600 nillionc of axccs3 reserves were concentrated in 
Hew York and Chicago,- and that if this should increase very 
much, the dhanco viould be that the banks would cease to pay 
any interest on deposits which would undoubtedly increase 
hoarding*
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He stated, on the other hand, that if tho banks, 
especially the Hot? York and Chica^p banfc»,nere to dis» 
continue paying interest on bank balances only, that 
this '.Tould tend to scatter tho excess reserves now deposited 
in How York and Chicago througiout the country* and would 
bring a pressure for using them nfciefc did not now obtain* 
^hile ho said ho had an open raind, X an inclined to think 
t&it ho favors no change in present x>olicî s#

Governors UcOougal, Seay and Galkins oeenod to favor 
a change, as iJ.so Governor Young.

The nesting adjourned at 1 o1 clock, the Governors to 
go into executive session in the afternoon, to be ondod by 
another meeting of the Board#

In the afternoon, the Governors continued their 
conference, and finally Governor Harrison brought in a 
resolution ?hich provided for the sale of 135 millions of 
short tern Government bills during the month of January, 
but o:qjresaod tho opinion that the total excess reserves 
should not bo allowed to fall beyond 500 millions*

Governor Harrison stated that his former statement 
that it vould bo a good tiling to scatter tho excess 
reserves by putting an end to interest on bonk balances 
was unanimously Goosed by the Governors, as they thought 
the only effect would bo that each bank would have to 
lower interest still further on deposits, thus enooura^ing 
hoarding*

She Board obj ected to mentioning the figures 135 
millions and 500 millions, and also to samo other parts of 
theproposod resolution* Sie Board then adjourned until 
Thursday*

rowroOag. Jan. S. 19328

!Iho Board net# Governor Harrison brou$it in another 
resolution taiiich, after some discussion and scoe amendments, 
m s  agreed to by the Board#

SJfce Board then not In conf eronco with the Governors,
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and the final resolution was adopted, no nention being 
made of tho specific anouat of securities to be sold, or 
of the specific acsount at present of excess reserves.

Shore tms a gentlaoen's agreement, however, covering 
four points 5

1* Shat the Executive Com!ttee la authorised 
to allow the naturity without replacement or to sell 
up to $125,000,000 of securities froo Systaa account 
In order to offset an e<*ual amount of return flow of 
currency, provided auch action does not reduce excess 
reservos holow $600,000,000;

2m Shat the confutation to detoxsaine Aether 
there has he® a return flow of currency to the 
amount of $125,000,000 will he mode from the high 
point of the Christmas holiday circulations

3# Shat tho present lovel of excess reserves 
cleans r̂ proxiiaatoly $500,000,000;

4* Shat if, after selling, any thing should happen 
to reduce excess reserves below $500,000,000, the 
Executive Ccnnittoe is authorized to purchase 
securities bat will not increase the Syston account 
above the amount now held, without another meting 
of the Conference*

She question then caao up of same public announcement, 
and after cmch discussion Governor Meyer appointed l>r# Hiller, 
Governor brrison, and (knremor Uorris to retire end
prepare a statement*

A statement was finally prepared based on one offered 
by Dr. Hiller, but Ith nany dumges. C.5.TU thou$it it 
was too long and too sssch like an essay, and he suggested 
the following as a substitute!

•It was determined that no change should bo oade 
in the general policy of oaintaining excosn reserves 
at least equal to the present voluoe* Uinor readjust* 
ments in connection with current and gold oovaaents 
and other conditions which mi$it develop, shall bo 
raade as conditions develop, in the manner ::~nd tho 
tines consistent with this general policy*"
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however* finally accepted the longer resolution 
whldi m o  then raportOd to th© conferenoo, and unaninously 
adopted*

2ho vot* of tho governors for the resolution m m  
tvtsnlaous* hut three Governors stated certain  qualifications; 
naaely, that they feXfc that jaore than 12S millions should he 
aoXd at onee9 and that 500 mUXions was too lax^e a figure 
for peaaanent excess reserves. ffliese (Governors wero UeDott&il, 
Young* and Seay*

She meeting than adjourned*
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Mr. Smead

Ur. Hamlin

June 8, 1932 

Reserr# Bank Credit, April 6 

to June U, 1932

In accordance with your telephone request, there are shown below changes in 

the M i l  and security holdings of the Federal reserve banks aid in monetary gold 

stock, member bank reserve balances, etc., between April b and June

Ton w ill note from the table that purchases of United States Government se­

curities during the period amounted to $707*000,000. These purchases were o ff­

set to the extent of $1^6 ,000,000 by declines in holdings of discounted and 

purchased b i l ls ,  and of $359,000,000 by a decline in our monetary gold stock.

The $202,000,000 of purchases not so offset are reflected largely in an increase 

of $38,000,000 in money in circulation and of $1^1 ,000,000 in member bank reserve 

balances. This Increase of $1^1 ,000,000 in reserve balances has resulted in sub­

stantially corresponding Increases in excess reserves of member banks In Hew Tork 

City, Chicago and Boston, the increase in excess reserves in Chicago between 

April b and June 1 being $73.000,000, in New York City $U6,000,000, and in 

Boston $20,000,000. ^ ^
CHANGES IH AMOUNT OF BARK CRSDIT OUTSTANDING ASP

IH SfUTSD ITSlfS BSTWS1S APRIL 6 ASP JUKI k, 1932

Increase or
J i  t e r U  6 d«cr<Mi««
In millions of dollars)

B ills  discounted 
B ills  bought
United States Government securities 
Other reserve bank credit

509 ’ 
3» * 

1.592 ‘ 
20 -

-  126 ‘ 
-  20 '

♦ 707 * 
- X '

%|tal reserve bank credit 
Monetary gold stock 
Treasury currency, adjusted

2.160 1,599 • *561 
^.037 • ‘♦.396 • -  359 
1,787- 1 , 806 . -  19

Money in circulation 
Meo&er bank reserve balances 
Unexpended capital funds, nonmember

5 ,1*96 ' 5 ,1*58 • + 38 
2,083 • 1.9&2 • ♦ 1*1

deposits, etc. U05 , Uoo + 5

Division of Bank Oparattaoa *
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Mr, XoCXaXlaad

Ui*. ?aa Jfoaaaa

-3  % ~ -T

April 29, 1932

tfualolpal larraata purchaiad by 

frdaraX Baa*r*a Banks

fa ii» n M H la g  harawith, la  acoordaaaa with yew  reqosii, figures 

o f anrtolpaX wariaata pturohaaad fey tha FadaraX raaerva banka, aaaoalXy*

•iaoa tha oigaals&tloa of tha Sjritii and a ttn g i daily holdlaga o f  manici- 

paX « n « i l « .

tt&alelpal warxmata war* prardiaaad fey tha ifcdaxaX raaerva Wide* prior

to 1917 primarily for tha taka o f iaoona, aa at&tad ia  tha following axtract

takaa froa pagaa X aad 2 o f tha Board1* X917 AnaoaX Baportt

*Ibr thaaa raaaona, tha Board foXt that i t  should I s  tithar »*aat* 
daria* thia p*rlod of uaoartaiaty, adhara atriotXy to lta  poXioy 
o f aalatalalaf tha liquid dhamotar of tha aaoota of tha Sfederal 
ro **n * feaafca* o f dlaocmtaclag aay unaeoBaaary *j$aaalosi of aradits* 
and that It  ohouXd a!*o oaxtaa tha radnotloa to vaxgr »od**ata proper- 
tioaa of tha holdlaga o f tha Ifcdaxal raaarta fearikt of aaoii Israat- 
Manta aa feoada aad wmrraata which had haxatofor* feaaa aada primarily 
for tha oak* of laooaa**

Yhia faat ia  also feroagtt oat fey st&t*aaats la  aoaa o f tha iaaa&X Bt~

porta o f tha Agaata fo r  tha yaar 1915» aa aay fea noted froa tha follow lag:

Boatoas *Ia  order to aaat lta  oparatlae **p*a*e* thia laak haa 
feaaa a laxg* purchaser of feaAara aooaptancaa aad city and town 
note*.*

low Torkt * ....... other raaorva feaaka atked thia fearik to a at for
than 1a purah&aing e lig ib le  warrant*, lew Toik fealag tha primary 
aaikat for a large woloat of thia eXatt of ofeligattoa. At tha 
Xaat ooafarsaoa o f tha doreriior** Jaaoazy 20 to S3* 19X5* tha por- 
ch&eo of taah war rant a a f f  thoroughly dlaouaeed aad other 
banka appolatad thia feaik thoir ag*at l a  tha Warn fork aaxfcet to 
p^rohaa* warraat* aad othar aaoorltlaa author 1 aad mater Section XH.*

Philadelphia! *fha anoual of warrant* which we ar* pemdtted to 
hold ha* feeea Halted fey tha JfcderaX lesar** Board to $3*500*000* 
feat tha off*rlaga o f aaoh iaveataaat* feava not feaaa anffident to 
enable u* to h&va thl* anoaat at aay oa* tia *.*
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Mr. McClelland * #2

St. Louis: "The method of financing political subdivisions by 
short-time warrants has not been much la use la this district, 
and it  bat been d ifficu lt to get tha kind of warrant* acceptable 
by us under tha law. Svery effort has been made to encourage 
financing of thia character, and the services of counsel, llr.
James G. McOonkey, have been offered to any corasunity where he 
was needed to «u «ta t  the fora of warrant a and help In th*lr issu­
ance. A number of conferences In regard to this type of financing 
ha* bee a held and considerable correspondence has occurred, and 
it  is  hoped that hereafter the district w ill furnidi m f  warrants 
of the kind that can be used.*

San Francisco: "Bankers’ acceptances have been bought at rates 
as low as 2 per cent basis and municipal warrants at only slight­
ly higher rates. Thus far borrowers in this district ha is not 
offered important amounts of obligations of this diaracter, as 
they doubt leas w ill whe n they realise the opportunity offered to 
finance transactions of a certain character at such advantageous 
rates. States of thia district w ill also doubtless anthorite 
Municipal warrants of e ligib le character whe n it  is  real!sad that 
temporary amAclpal borrowing* can be negotiated at sudi low rates.

By such open-maricet investments a Federal reserve back may, 
within reasonable limits, earn what it  chooses, Independently of 
rediscounts for member banks. For this reason it is clear that no 
member bank ahould ew r feel an obligation to rediscount with the 
Jederal reserve baok for the latter*s exposed benefit."

Under date of February 20, 1917, the Federal Heserie Board informed the 

Federal reserve banks that It considered It inadvisable for the* to invest 

their funds in warrants, which undoubtedly accounts for an abrupt decrease in 

the amount of sack securities purchased and held by the Federal reserve batiks. 

The purchas# of warimnts was resumed in 1921 but on a very limited scale and it  

was not until 193 i  that any substantial amount of warrants was again purchased 

by the .Federal reserve banks. It Is  understood that the purahnae of municipal 

warrants in 1931 in the current year have been motivated largely by a de­

sire to acooonodate member banks*

Iff 11*
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MUHX&PAL WA&SUOTS PUBQHASSD BT THS ?XD£HAL H3SX&TI 2U8KS

Anoust
Average
dally

holdings

191** (Hot. 16 to X»o. 31) $87^,000 166.000
1915 65.859.ooo - 17,1*17,000
1916 90.686.000 • 26.5U1.000 -
1917 16.822.000 • 6,893.000

191S 1,710.000 * 352.000
1919 • 1,000 •
1980 mm- •
1921 985,000 ' UU.ooo *

1922 176.000 " 66,000 *
*9*3 536*000 '■ 85,000
192W 58,000 ' 19,000
1925 6**,ooo 5,000

1926 131,000 ' 10,000
1927 270,000 . 37.000
1928 315.000 fc.000
1929 1,708,000 315.000

X930 919*000 H6,ooo
1931 7.615.000 , 

31,215*000 7
839.000

1932 (to March 31) *1,185.000

SOTIi Piirdtiamm of BualoipaX warrant* in 1931 1932 
Includa $3,118,OOOvand $30,800^000, respectively, 
o f warrant* taken under repurchase agreement*
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April 2Cfc 1932

Mr. McClelland *ree gold -  Richmond

Mr. Snead

At the clot* of business last ni^ht tha federal Reserve Bank: of 

Richmond had $5,281,000 of free pold and held, at the head office and 

its  two branches, $6,315,000 of its  own federal reserve notes. The 

hank is participating In United States securities held In the System's 

Special Investment Account to the extent of $22,831»000 hut holds no 

other securities. On tha basis of ratios established last January, 

Richmond's participation in the Systems Special Investment Aceotmt 

would amount to about $**3.000,000. Its reserve ratio last night was 

64.9 p*r cent.

? 3 a 3 /

XLS/aev
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April 1$» 1 » 2  

Free cold -  Richmond

At th* olooe of tataloese last night th* federal Beserss Bask o f  

Bletaaoad had $5 ,615,000 o f f m  sold and held, at tho head offles aad 

Its  too toiadM i, $6,737*000 o f Ito own Sudoral reserve aotes* fhe bank 

la participative la  Halted States se earlties hold la  tho Systems Special 

In a it a is l  Account to tho exteat o f $22,831,000 lrat holds no other 

securities. Oa the feasts of ratios established last January, lld aoad 's  

participation la  the Systss’s Special lavestaent Account would amount to 

about $**1 ,000,000. Its reserve ratio last ai^bt was 6 5 .1  per o®nt.

Mr. Modellaad 

Mr* Saeed

Czrf*y u* 3 $  OJ f

X U t U a
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F o rm  N o . 131

Office Correspondence FEDERAL RESERVE 
BOARD

Date^Ap:

To___ Mr. Sinead Subject: Regulation D - Purchase of

From fer. Van Fossen Municipal Warrants

The first regulation issued by the Federal Reserve Board on the purchase 

of municipal warrants was Regulation F, dated January l6, 1915. This regula­

tion differed from the present one chiefly in the fact that Section VII 

thereof corresponding to Section V-d of the existing regulation limited the 

amount of warrants of any municipality which a Federal reserve bank could 

purchase from any of its member banks with its endorsement to 10 per cent 

of the aggregate capital and surplus of the member bank.

The arrangement of the regulation was dianged substantially in the 

series of 1917 but no material change was made in the substance. In 1923 > 

the regulation was gotten out in the present form. At this time the limi­

tation above referred to was eliminated and the paragraph on the purchase 

of warrants from member banks with their endorsement was made a part of 

Section V instead of constituting Section VII . In the 1915 regulation, 

warrants purchased from a member bank with its endorsement were required to 

comply with provisions of Sections I and III of the regulation except that 

the period of five years is substituted for the period of ten years men­

tioned in Section I-c. In effect this exempted such warrants from the 

limitation of Section II that a Federal reserve bank might not purchase and 

hold an anount in excess of 25 per centum of the total, amount of warrants 

outstanding at any time and also the restrictions of Section IV on the per­

centage of deposits of member banks' capital with the Federal reserve bank 

that could be invested in warrants of municipalities of certain specified 

sizes. Technically, it also apparently exempted them from Section VI re­

quiring opinion of recognized counsel as to their legality and approval
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Mr. Smead - #2

thereof by co tins el for the Federal reserve bank.

The present regu lation s require that such warrants shall comply with 

Sections III and V-b corresponding to Sections I and III, respectively, of 

the 1915 series. The fact that this provision is incorporated in Section IV 

of the regulation leaves somewhat in doubt whether they must comply with 

Section VII in regard to opinion of counsel and I understand a question has 

been raised as to whether the Board1 s approval of the purchase of warrants 

of a municipality of 10*000 population or less as provided in Section VI 

applies to warrants purchased under Section V-d of the present regulations.

Attached hereto is a copy of Regulation $ in which I have indicated 

changes which I suggest be made as follows*.

Page U - Eliminate provision for waiver of condition b and insert at 

the end of Section III a waiver provision applying to all conditions of 

Section III except the first. This, of course, incorporates Mr. Gidney*s 

suggestion.

Page 6 - Eliminate the limitation in paragraph c of Section V limit­

ing the percentages of the deposits kept in the Federal reserve bank by its 

member banks that may be invested in warrants and substituting a provision 

that the maximum investment in the warrants of any single municipality shall 

be limited to one fourth of 1 per centum of the valuation of its taxable 

property.

Section V-a limits the amount of warrants of any municipality that any 

Federal reserve bank may purchase to 25 per cent of the total amount of 

such warrants outstanding and Section V-b limits the total amount that any 

Federal reserve bank may invest in warrants of all kinds to 10 per cent of
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Mr. Smead - #3

its member ‘bank reserve balances* There may be some doubt, therefore, as to 

the necessity of axgr further limitation of the amount that a Federal reserve 

bank may invest in the warrants of any single municipality. The limits in 

paragraph c are so high, particularly in the case cf the >Tew York d istrict, 

as to constitute no rea l restriction on the purchase of municipal warrants. 

Accordingly, i f  a further restriction is desired, it is  s-uggested, as in­

dicot ed in the attached ®py of the regulations, that the limit be one-fourth 

of 1 per centum of the valuation of the taxable property of the municipality. 

In this connection, it  may be noted that the restriction to 10 per cent of 

member bank reserve balances contained in paragraph b at the present time 

would permit the System to purchase about $200,000,000 of muhicipal warrants 

whereas the same limitation at the time it was originally adopted in 1915 

would permit them to purchase only about $*40,000*000.
<« •

Section V-d -  Substitute the requirements of these regulations for
A «l

Sections I I I  and V-b o f these regulations. The effect of this, of course, 

is to make warrants purchased from a menfcer bank with its  endorsement sub­

ject to a ll the requirements of the regulation except that the period of 

ten years mentioned in Section I I I -c  is reduced to five years. "Eliminate 

Section VI in view of the change in Section V-c.
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FEDERAL RESERVE BOARD

PURCHASE OF WARRANTS
T

REGULATION E

This Regulation has, since July 10, 1923, been continuously 

in effect in substantially the form printed herewith and is still 
in effect in such form on the date of this reprint, May 15,1930

UNITED STATES 
GOVERNMENT PRINTING OFFICE 

WASHINGTON : 1930
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R EGULATIO N  E, SERIES OF 1928 

(Superseding Regulation E  of 1924)

PURCHASE OF WARRANTS

SECTION I .  STATUTORY R EQ UIREM ENTS

Section 14 of the Federal reserve act reads in part as follows:
Every Federal reserve bank shall have power—
(6 ) To buy and sell, at home or abroad, bonds and notes of the United States, 

and bills, notes, revenue bonds, and warrants with a maturity from date of 
purchase of not exceeding six months, issued in anticipation of the collection of 
taxes or in anticipation of the receipt of assured revenues by any State, county, 
district, political subdivision, or municipality in the continental United States, 
including irrigation, drainage and reclamation districts, such purchases to be 
made in accordance with rules and regulations prescribed by the Federal 
Reserve Board.

SECTION I I .  D E F IN IT IO N S

Within the meaning of this regulation—
The term “ warrant ” shall be construed to mean “ bills, notes, 

revenue bonds, and warrants with a maturity from date of purchase 
of not exceeding six months.”

The term “ municipality ” shall be construed to mean “ State, 
county, district, political subdivision, or municipality in the con­
tinental United States, including irrigation, drainage, and reclamation 
districts.”

The term “ net funded indebtedness ” shall be construed to mean 
the legal gross indebtedness of the municipality (including the 
amount of any school district or other bonds which depend for their 
redemption upon taxes levied upon property within the municipality) 
less the aggregate of the following items:

(1) The amount of outstanding bonds or other debt obliga- 
- tions made payable from current revenues;

(2) The amount of outstanding bonds issued for the purpose 
of providing the inhabitants of a municipality with public utili­
ties, such as waterworks, docks, electric plants, transportation 
facilities, etc.: Provided, That evidence is submitted showing 
that the income from such utilities is sufficient for maintenance, 
for payment of interest on such bonds, and for the accumula­
tion of a sinking fund sufficient for their redemption at maturity;
113766°— 30 a
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4  R E G U L A T IO N S  OF T H E  F E D E R A L  RESERVE BOARD  Reg. H

(3) The amount of outstanding improvement bonds, issued 
under laws which provide for the levying of special assessments 
against abutting property in amounts sufficient to insure the 
payment of interest on the bonds and the redemption thereof 
at maturity: Provided, That such bonds are direct obligations 
of the municipality and included in the gross indebtedness of 
the municipality; and

(4) The total of all sinking funds accumulated for the re­
demption of the gross indebtedness of the municipality, except 
sinking funds applicable to bonds described in (1), (2), and (3) 
above.

SECTION I I I .  CLASS OF W AR RANTS ELIG IBLE  FOR PUR CH ASE

Any Federal reserve bank may purchase warrants issued by a 
municipality in anticipation of the collection of taxes or in anticipa­
tion of the receipt of assured revenues, provided—

(a) They are the general obligations of the entire munici­
pality; it being intended to exclude as ineligible for purchase 
all such obligations as are payable from “ local benefit ” and 
“ special assessment ” taxes when the municipality at large is 
not directly or ultimately liable;

(b) They are issued in anticipation of taxes or revenues 
which are due and payable on or before the date of maturity of 
such warrantsf but-tho■ Federal Reserve-Board may. waive thru 
condition in epoeific-cases. For the purposes of this regulation, 
taxes shall be considered as due and payable on the last day on 
which they may be paid without penalty;

(<?) They are issued by a municipality—
(1) Which has been in existence for a period of 10 years;
(2) Which for a period of 10 years previous to the pur­

chase has not defaulted for longer than 15 days in the pay­
ment of any part of either principal or interest of any 
funded debt authorized to be contracted by it;

(3) Whose net funded indebtedness does not exceed 10 
per centum of the valuation of its taxable property,=£&=~be 
ascertained by the last preceding valuation of property for

SECTION IV . “  EX ISTENCE ”  A N D  “  N O N D E FA U LT  ”

Warrants will be construed to comply with that part of Section 
I I I  (c) relative to term of existence and nondefault, under the fol­
lowing conditions:

(1) Warrants issued by or in behalf of any municipality which 
was, subsequent to the issuance of such warrants, consolidated with
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or merged into an existing political division which meets the require­
ments of these regulations, will be deemed to be the warrants of such 
political division: Provided, That such warrants were assumed by 
such political division under statutes and appropriate proceedings 
the effect of which is to make such warrants general obligations of 
such assuming political division and payable, either directly or 
ultimately, without limitation to a special fund from the proceeds of 
taxes levied upon all the taxable real and personal property within 
its territorial limits.

(2) Warrants issued by or in behalf of any municipality which 
was, subsequent to the issuance of such warrants, wholly succeeded 
by a newly organized political division whose term of existence, 
added to that of such original political division or of any other polit­
ical division so succeeded, is equal to a period of 10 years will be 
deemed to be warrants of such succeeding political division: Pro­
vided, That during such period none of such political divisions shall 
have defaulted for a period exceeding 15 days in the payment of any 
part of either principal or interest of any funded debt authorized to 
be contracted by it : And provided further, That such warrants were 
assumed by such new political division under statutes and appro­
priate proceedings the effect of which is to make such warrants 
general obligations of such assuming political division and payable, 
either directly or ultimately, without limitation to a special fund 
from the proceeds of taxes levied upon all the taxable real and per­
sonal property within its territorial limits.

(3) Warrants issued by or in behalf of any municipality which, 
prior to such issuance, became the successor of one or more, or was 
formed by the consolidation or merger of two or more, preexisting 
political divisions, the term of existence of one or more of which, 
added to that of such succeeding or consolidated political division, 
is equal to a period of 10 years, will be deemed to be warrants of a 
political division which has been in existence for a period of 10 years: 
Provided, That during such period none of such original, succeed­
ing, or consolidated political divisions shall have defaulted for a 
period exceeding 15 days in the payment of any part of either prin­
cipal or interest of any funded debt authorized to be contracted 
by it.

SECTION V. L IM IT A T IO N S

(a) Except with the approval of the Federal Reserve Board, no 
Federal reserve bank shall purchase and hold an amount in excess' 
of 25 per cent of the total amount of warrants outstanding at any 
time and issued in conformity with provisions of section 14(5), 
above quoted, and actually sold by a municipality.
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(b) Except with the approval of the Federal Reserve Board, the 
aggregate amount invested by any Federal reserve bank in warrants 
of all kinds shall not exceed at the time of purchase a sum equal to 
10 per cent of the deposits kept by its member banks with such 
Federal reserve bank.

(c) Except with the approval of the Federal Reserve Board, the 
maximum amount which may be invested at the time of purchase 
by any Federal reserve bank in warrants of any single municipality 
shall be limited to tho -f ollewing pcrecnt&gc3" of tha., d<?pogits-kept 
iji»swk-F«dfri?aL.re«ei:ve bank by *ta mombor banka: Cr***- -

Fivc-po-r oont of oueb’ dopeeits-in waraants. of-a m^aiei-pality 
of 5̂ ,090 population or over;

Three-par -ê nt of such- deposits in warranto of a municipality 
of' over,.,80,000 population, but lcag thtm 50,060~;

Qno por oe-n -̂of ■Bttoh dopooita in warranto of a municipality-ttf 
mTcr 10,000 population, but less than 30,000r

(d) Any Federal reserve bank may purchase from any of its mem­
ber banks warrants of any municipality, indorsed by such member 
bank, with war^^ofd^iandj^iotice, and protest if such warrants 
comply with Soctions^II and -V -(-&■)■ of these regulations, except that 
where a period of 10 years is mentioned in I I I  (c) hereof a period of 
5 years shall be substituted for the purposes of this clause.

Warrants of a taunictoality oi\10,000^>opulation ok less artiallxbe 
purchased only with th<\special \pprovaJ of tfl  ̂ Federal ReserW 
Boaro.

The population of a ̂ municipality ^aall be determined -by the last 
Federal or S\ate census^ Where it c\n not be exactly atetermined 
the Federal Reserve BoaraVsvill make special rulings.

Opinion of recognized counsel on municipal issues or of the regu­
larly appointed counsel of the municipality as to the legality of the 
issue shall be secured and approved in each case by counsel for the 
Federal reserve bank.

SECTION VII. O P IN IO N  OF CO UNSEL
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FEDERAL OPEN M ARKET COMMITTEE

REGULATION RELATING TO 
OPEN MARKET OPERATIONS OF 

FEDERAL RESERVE BANKS

A dopted M a r c h  19, 1936
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REGULATION

FEDERAL OPEN MARKET COMMITTEE 

Adopted March 19, 1936 

OPEN M ARKET OPERATIONS

SE C T IO N  1

Pursuant to the authority conferred upon it by section 12A of 
the Federal Reserve Act, as amended, the Federal Open Market 
Committee prescribes the following regulations relating to the 
open-market transactions of the Federal Reserve banks.

The Federal Open Market Committee expressly reserves the 
right to alter, amend, or repeal this regulation in whole or in part 
at any time.

SE C T IO N  2. D E F IN IT IO N S

(a) Government securities.— The term “Government securi­
ties” shall include bonds, notes, certificates of indebtedness, 
Treasury bills, and other obligations of the United States, includ­
ing obligations fully guaranteed as to principal and interest by 
the United States.

(&) Obligations.—The term “obligations” shall include all 
bankers’ acceptances, bills of exchange, cable transfers, bonds, 
notes, warrants, debentures, and other obligations, including 
Government securities, which Federal Reserve banks are author­
ized by law to purchase in the open market.

(c) System open market account.—The term “system open 
market account” applies to Government securities and other obli­
gations heretofore or hereafter purchased in accordance with 
open-market policies adopted by the Committee and held for the 
account of the Federal Reserve banks.

(d) Committee.— The term “Committee” shall mean the Fed­
eral Open Market Committee.

(e) Executive Committee.—The term “Executive Committee” 
shall mean the Executive Committee of the Federal Open Market 
Committee.

1
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2 R E GULATIO N— FEDERAL, OPEN M ARKET COMMITTEE

SE C T IO N  3. G O V E R N IN G  P R IN C IP L E S

By the terms of section 12A of the Federal Reserve Act, as 
amended, the time, character, and volume of all purchases and 
sales in the open market by Federal Reserve banks shall be gov­
erned with a view to accommodating commerce and business and 
with regard to their bearing upon the general credit situation of 
the country.

SE C T IO N  4. F E D E R A L  O P E N  M A R K E T  C O M M IT T E E

(a) Functions.—The Committee shall consider the needs of 
commerce, industry and agriculture, the general credit situation 
of the country, and other matters having a bearing thereon and 
consider, adopt, and transmit to the several Federal Reserve 
banks, regulations and directions with respect to the open-market 
operations of such banks under section 14 of the Federal Reserve 
Act.

(b) Participation in System Open Market Account.—The Com­
mittee from time to time shall determine the principles which 
shall govern the allocation among the several Federal Reserve 
banks of Government securities and other obligations held in the 
System Open Market Account, with a view to meeting the chang­
ing needs of the Federal Reserve banks.

SE C T IO N  5. E X E C U T IV E  C O M M IT T E E

(a) Organization.—The Committee, at its first meeting after 
March 1 in each calendar year, shall select from its own mem­
bers an executive committee consisting of five members.

(b) Functions.—It shall be the duty of the Executive Com­
mittee :

1. To direct the execution of transactions in the open mar­
ket in accordance with the open-market policies adopted by 
the Federal Open Market Committee;

2. To allocate the Government securities and other obliga­
tions held in the System Open Market Account among the 
several Federal Reserve banks in accordance with the prin­
ciples determined by the Federal Open Market Committee;

3. To keep the members of the Federal Open Market Com­
mittee informed of all transactions executed under the direc­
tion of the Federal Open Market Committee and of all allo­
cations and reallocations of Government securities and other 
obligations held in the System Open Market Account; and
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REGULATION— FEDERAL. OPEN MARKET COMMITTEE 3

4. To perform such other functions and duties in connec­
tion with open-market operations as may be assigned to it 
from time to time by the Federal Open Market Committee.

SECTION 6. C O N D U C T  O F  O P E N  M A R K E T  OPERATIONS

Each Federal Reserve bank shall engage in open-market opera­
tions under section 14 of the Federal Reserve Act only in 
accordance with this regulation and the directions issued by the 
Committee from time to time, and no Federal Reserve bank shall 
decline to engage in open-market operations as directed by the 
Committee.
Transactions for the System Open Market Account shall be 

executed by a Federal Reserve bank selected by the Committee. 
Each Federal Reserve bank shall make available to the Federal 
Reserve bank selected by the Committee such funds as may be 
necessary to conduct and effectuate such transactions.

SECTION 7. P U R C H A S E S  A N D  SALES O F  G O V E R N M E N T  SECURITIES

No Federal Reserve bank shall purchase or sell Government 
securities except pursuant to authority granted by the Committee 
or in accordance with an open-market policy adopted by the Com­
mittee and in effect at the time.

The Committee reserves the right, in its discretion, to require 
the sale of any Government securities now held or hereafter pur­
chased by an individual Federal Reserve bank or to require that 
such securities be transferred into the System Open Market 
Account in accordance with such directions as the Committee 
may make.

SECTION 8. O T H E R  O P E N  M A R K E T  OPERATIONS

Subject to directions of the Committee and the following condi­
tions, each Federal Reserve bank may engage in open-market 
operations other than the purchase or sale of Government 
securities:

(1) All such transactions shall be reported daily to the 
Secretary of the Committee on the day they take place.

(2) Only acceptances and bills of exchange which are of 
the kinds made eligible for purchase under the provisions of 
Regulation B  of the Board of Governors of the Federal Re­
serve System may be purchased and the rates of discount 
shall be established in accordance with the provisions of sec-
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tion 14(d) of the Federal Reserve Act: Provided, further, 
That no obligations payable in foreign currency shall be 
purchased except in accordance with directions of the Com­
mittee.

(3) Only bills, notes, revenue bonds and warrants of 
States, counties, districts, political subdivisions or munici­
palities which are of the kinds made eligible for purchase 
under the provisions of Regulation E of the Board of Gov­
ernors of the Federal Reserve System may be purchased.

(4) No Federal Reserve bank shall engage in the pur­
chase or sale of cable transfers for its own account except in 
accordance with the directions of the Committee: Provided, 
That Federal Reserve banks may purchase and sell cable 
transfers through the Habana agency in accordance with the 
resolutions or regulations of the Board of Governors of the 
Federal Reserve System governing the operations of such 
agency.

Repioduced from 
the 

Unclassified 
/ Declassified 

Holdings 
of the 

National Archives
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Office Correspondence FEDERAL RESERVE 
BOARC>

Date__March 1, 1952.

To Mr. Smead Subject:.

From Mr. McClelland
2— 8495

There are enclosed herewith copies of a le t te r  and inclosure received  

from Assistant Deputy Governor Gidney of the Federal Reserve Bank of Hew

been approved by the Board which now has under consideration the question 

o f amending it s  Regulation I  in  accordance with the suggestion made by Mr. 

Gidney. I t  would be appreciated i f  you would le t  th is o ffice  have the 

benefit of your comments on the proposed amendment as w e ll as any other 

suggestions which you may care to make with respect to the Regulation as i t  

now stands.

York# The particu lar purchase of warrants re ferred  to in th© le t te r  has
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CSOi’Y

F E D E R A L  R E S E R V E  B A N K

m  m tt m m ...

February 25, 1932*

fed era l Ssserfe Board*
Washington, 0*

Dear Six®!

Bie Bank o f Outlay * Nutlsy, S w  Jersey, has offered to  us 
#100,000 tax mvmm notes o f  the Town o f *lutljey, K* jr*.p iSBued against 
1931 delinquent taxes and dus March 1, 1932. We are attaching a copy 
Of a. le t te r  which we received from Hr* Percival 0*. H i l l ,  Vice Preaident 
Of the bonk, re la t ive  to the o ffering*

Ike Tom o f Nutley is  *  residen tia l suburb o f  Newark and la  
only IS  mi lea from Hew York C ity. I t s  population was 20,572, according 
“to the 1930 Federal census, as against 9,421 In 1920, an increase o f  
126.9^ during tha ton year period. Tho to ta l Talue of taxable property 
was $27,630,533 OB December 151, 1931, while to ta l groee indebtedness was 

t&je Town** not funded indebtednese was $3,765,715, which in­
cludes $2,239,000 school dobt and which Is o f to ta l valuations.
The #100,000 notes offered us appear e l ig ib le  In a l l  respects, except that 
Hie net funded l&d#bt©dn»BS o f the *$awn eaecee&s 10$ o f it s  taaaasbl* property 
and the i«a0i*nt o f the warrants- offered represents 8C$ o f the total, e l ig ib le  
warranto outstanding. While these warrants are not of the highest grade, 
we regard them as reasonably satisfactory .

As a resu lt o f our analyses o f  the condition o f a mmfcer of 
M unicipalities, we are inclined to the view to t -  the proportion which a  
nnn icipa lity ’ s to ta l groee indebtedness bears to  to ta l assessed valuations 
i s . usually w»?e ioportant than the relationship between it s  net funded in - 
deb tsdntss and to ta l assessed valuations. We have studied mm  situations  
where the percentage o f  total gross indebtedness to  to ta l assessed valua­
tions was considerably higher than that o f Nut ley , although the percentage 
Of net funded indebtedness to to ta l assessed valuations was substantially ' 
below t&at o f Butley, fo r  the reason that outstanding obligations payable 
from current revenues, under the tenaa o f Regulation "E ", are deductable 
frcea to ta l gross indebtedness in  determining the net funded indebtedness 
o f  a m unicipality. While the to ta l gross indebtedness o f the Town o f  
Hutley Is  somewhat hi*£i, the Town appears to  be in  a fa i r ly  .-satisfactory 
financia l condition, and we are informed that m detemtned e ffo r t  la being  
made to  reduce currwnt operating expanses M aterially .

fim Banls: o f  $at&»y# ifeisii i s  the strongest o f the three loca l  
banka, owns 55$ in terest in ttoe Franklin National Bank and 34.0$ in  the
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Federal Reserve Bank o f Hew York 2. Federal Reserve Board, 2/25/32.
Washington, D. 0.

first National Bank o f Nutley which is in weak condition* The Bank o f  
Nutley own® #120,000 pair value United States Government obligations, 
but these are pledged with us to secure bank’s indebtedness to us. It 
i s  also borrowing #100,000 fron i t s  New York correspondent on miscel­
laneous bonds. The bank has but a limited amount (probably less than 
#100,000) of pepar which is technically eligible.

It is our feeling that the banking situation in Nutley is 
rather delicate ond that in order to assist the Bank of Nutley to meet 
the situation i t  is desirable that we should purchase from it th© 
above mentioned warrants. In  order to do this i t  i s  necessary for m  
to obtain the Federal Reserve Board’s approval in view of the pro­
visions o f Regulation "2" to tha effect (a )  that net funded indebted­
ness shall not be in excess of 10 per cent of assessed valuation and
(b) that except with the Board’s approval a Federal reserre bank sh a ll  
not purchase and hold in exoess of 25 per cent of the to ta l amount of 
eligible warrants outstanding. We are therefore writing to request 
the Board’s approval o f  our purchase o f the #100,000 o f  warrants of­
fered.

As indicated in ah e a r lie r  pnragraph o f th is  letter, i t  is 
our view that the relationship o f net funded indebtedness to assessed 
valuation i s  i i i m y  cases not «* f a i r  measure o f  the standing o f the 
municipality, and we would therefore like to suggest for the Board’s 
consideration the d e s ira b ility  of amending it s  Regulation so as spe­
cifically to provide that the requirement that net funded Indebtedness 
shall not exceed 10 per cent o f assessed valuation may be waived by 
the Federal Beserve Board.

Very truly yours,

(Signed) IU M. Gidney 

Assistant Deputy Governor.
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COPY

'better from Bank of Nut lay, H* J.

February 20th, 1932.

fedemtl Bmmmm Bank,
New York City.

Attention Ms*.. Ray %* Sidney. Deputy Governor

S m s  Mr* Gidney:

Reference is made to our letter of February 19th to the 
attention o f J* A* Mitchell, Uanagor of the Loan and Discount Department, 
whwrein we enclosed foro® filled out by the financial officer of the- Town 
of Hutley, giving fact3 and figures about the financial condition of the 
T om,

At the present tine we hold a Tax Revenue note, §100,000, 
maturing Marsh 1st, at which time they will undoubtedly renew, giving ue a 
Tax Anticipation Note for a similar amount due JUne 1st, 1932*

our letter of 'the nineteenth, m  asked whether tho Ifederal 
Reserve Bank of Kew York would aseiat ua by purchasing this $100,000 Tax 
Revenue mote* In talking morning with the department that has to do 
with thee® Blatters they infaraed m  that the questionnaire had been r*~ 
oeived and it was now- being looked over* Oiiey indicated that the net debt 
limit waa in excess of the amount prescribed by your regulations and a* 
there appeared to be only $116,000 of this foorat o f ahort term paper out* 
•tandlng that you were only able 'to take up of the outstanding anwunt.

However, wo txuat that your Caaaittee nay ee their way clear 
to waive these two objections in this case*

ITurthenaorQ, the Town of Irutley has applied to ms for an ad* 
ditional loan of §75,000 to be dated March 1st for which tbay will give ua 
t&eir Tax Anticipation Bote payable June late# 1932* the $75,000 they pro­
pose to borrow la to be ua©d to pay Off nattering bonds so that the 
total debt of the Town la roally not being increased in thi© Instance but 
feeing transferred from a funded debt to & tecjporary loan, which will be 
paid out of taxee Jfcne 1st,

<to decision as to whether to lend our Town the additional 
$75,000 will be influenced largely by the declaim of the Federal Reserve 
Bank of New Yozk on our application, to disoount the $100,000 .obligation 
a l 3 o n  our bools**

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



R eproduced from  the U nc lassified  I D eclassified Hold ings of the National A rch ives

$* might say that m Ocoaittee of our Board of Directors has 
been in Tery d o s e  touch with the officials of our Town far the peBt three 
or four months and that m r  directors axe kept fully infonaed of all receipts 
and disbursements and hare the financial program of th© Town for tho next 
six months before them all the time.

In words, w# feel our Town i& fundamental!^ sound* tho
difficulties it ia  experiencing being due to the inability of th©' 
eamittcloners to dispose of «t long team bond issue offered in November 1951. 
Some of these bonds have been sold but the great rmjority of this authorized 
issue is unsold* A syndicate of bond houses in New York have had an option 
to sell these bonds* which recently was ox tended to M ty l*t next.

We feel it 3# not a reflection on the Town that the bonds 
hare not been disposed of, but entirely due to general market conditions 
with which you are, of course, familiar*

Our Board Wrectoro has felt that it would be a rather 
dangerous procedure for the Town to default in any of its obligations ** the 
Stt&fc of ready oanh on one or two occasions confronted the Town officials with 
the $e#*IMl&t3f of not meeting their pay«roil&* 0a& this aon» to pass, it 
was felt by m r  Board that the public migfct interpret this as a reflection 
on our looal hanging situation, and having conTidenoe in the Tcwm*s 
financial condition and being in oloae toucii witfc these facts at all tines 
they 'deaided, tb 4o thiag Attain their power to aaaist &se Toro orer 
this difficult period.

we understand thogr will iw«|stli*e no further assistance a ftey  
W&tik, 1st* w# a2*e having & m a t i n g  of 0m  Board of Directors cm ISs&e&ay 
afternoon at 4:30 February 23# we will highly appreciate if ytm could
,te.lfl#h«fee the writer some time during the afternoon the results o f our 
application with your Gocmittee, which we understand takes place sarller In the 
day*

tery truly yours.

M m  famaitevt*
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COPT

March 30, 1952.

Mr. Frederic H. Curtiss,
Ghaiiman of the Board,
Federal Reserve Bank of Boston,
Boston, Massachusetts.

Dear Mr. Curtiss:

On® of the Federal reserve banks, in submitting for 

the Board's consideration a proposed purchase of tax revenue 

notes of a certain town, offered the following comment upon the 

requirement of Regulation **EW that net funded indebtedness shall 

not exceed 10 per cent of the assessed valuation of the taxable 

property of a municipality whose warrants are offered for pur­

chase by a Federal reserve bank:

“As a result of our analyses of the condition 
of a number of municipalities, we are in­
clined to the view that the proportion which 
a municipality’s total gross indebtedness 
bears to total assessed valuations is usually 
more important than the relationship between 
its net funded indebtedness and total assessed 
valuations. We have studied some situations 
where the percentage of total gross indebted­
ness to total assessed valuations was consid­
erably higher than that o f __________ , although
the percentage of net funded indebtedness to 
total assessed valuations was substantially 
below that of > for the reason that
outstanding obligations payable from current 
revenues, under the terms of Regulation , 
are deduetable from total gross indebtedness 
in determining the net funded indebtedness of 
a municipality.”
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Mr* Frederic H# Curtiss - (2)

It will be appreciated if you will give the Board the 

benefit of your viewa as to this matter and also of any other com­

ments upon the provisions of the regulation that in your opinion 

in the light of experience might be helpful to the Board.

Very truly yours,

(S) Chester Morrill 
Secretary,
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FEDERAL RESERVE BOARD

WASHINGTON

A D D R E S S  O F F IC IA L  C O R R E S P O N D E N C E  T O  
T H E  F E D E R A L  R E S E R V E  B O A R D X-7107

March 4, 1932

SUBJECT: Right of National Banks to sell Municipal 
Warrants with their Indorsement.

Dear Sir:

There are inclosed for your information copies of 

letters on the above subject addressed to the Board by Governor 

Young on February 20, 1932, to the Comptroller of the Currency 

by the Board on February 29, 1932 and to the Board by the 

Comptroller of the Currency on March 1, 1932.

The position taken in the last paragraph of the Board's 

letter of February 18, 1932, to Governor Geery (X-7097-a), was 

based upon informal advice from the office of the Comptroller 

of the Currency and should be considered to be modified by the 

advice contained in the Comptroller's letter of March 1, 1932, 

in so far as the two are in conflict.

Very truly yours,

Chester Morrill, 
Secretary.

Inclosures

TO GOVERNORS OF ALL F. R. BANKS EXCEPT BOSTON
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X-7107-a

COPY

FEDERAL RESERVE B A M  

OF BOSTON

February 20, 1932.

Mr. Chester Morrill 
Secretary-
Federal Reserve Board 
Washington, D. C.

Dear Mr. Morrill:-

This will acknowledge receipt of your letters of February 18, 1932, Nos. 
X-7097 and X-7097-a, in reference to Federal Reserve Banks purchasing 
municipal warrants. The last paragraph of your letter to Governor 
Geery, No. X-7097-a, reads as follows:-

,fYour attention is invited to the fact, however, that, 
under the provisions of Section 5136 of the Revised 
Statutes, a national hank is permitted to sell invest­
ment securities only ’without recourse’ and, therefore, 
may not sell warrants of municipalities with its indorse­
ment n.

Are we to assume from this that the Comptroller of the Currency and the 
Federal Reserve Board are classifying a six months note of a municipality 
issued in anticipation of the collection of taxes and conforming to all 
the regulations cf the Federal Reserve Board in reference to such a note 
to he an investment security? It appears to us that this is a self- 
liquidating loan and should not by any possible line of reasoning be 
classified as an investment security. In any event, we have always con­
sidered such an obligation a loan and not an investment security and we are 
prompted to inquire if the paragraph quoted is in accord with the regulations 
and instructions of the Comptroller.

Very truly yours,

(Signed) R. A. Young

R. A- Young 
Governor
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X-7107-b

'Co p y

February 29, 1932.

Honorable J. W. Pole,
Comptroller of the Currency,
Washington, D. C.

Dear Mr. Pole :

The Federal Reserve Board recently addressed a letter to 

one of the Federal reserve banks which contained a statement that 

a national bank is permitted to sell investment securities only 

’’without recourse” and, therefore, may not sell warrants of muni­

cipalities with its indorsement. A copy of this letter was sent by 

the Board to the Governors of all Federal reserve banks, and the Board 

has now received a letter from Governor Young of the Federal Reserve 

Bank of Boston inquiring whether this statement is in accord with the 

regulations and instructions of the Comptroller of the Currency.

In order that the Board may make a proper reply to Governor 

Young’s inquiry, it will be appreciated if you will advise as to the 

position of your office on this point. Copies of the letters re­

ferred to are inclosed herewith for your information.

Very truly yours,

(Signed) Chester Morrill

Chester Morrill,
Secretary.

Inclosures.
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X-7107-c

COPY

TREASURY DEPARTMENT 

WASHINGTON

March 1, 1932.

Federal Reserve Board, 
Washington, D. C.

Gentlemen:

1 have a letter from your Secretary under date of February 29, 
enclosing copies of a letter addressed to the Governors of the Federal 
Reserve Banks and a letter from Governor Young with respect thereto.

The information desired is the position of this office with 
respect to whether a national "bank is permitted to sell warrants of 
municipalities with its endorsements. This office holds that the 
discounting or negotiating of promissory notes, drafts, M i l s  of ex­
change and other evidences of debt by a national bank must either in­
volve the granting of a loan or the purchase of an investment security. 
The circumstances surrounding each transaction must determine whether 
it results in the making of a loan subject to all the provisions of 
the law with respect to loans or the making of an investment which 
must conform to the requirements of Section 5136, U.S.R.S., as amended, 
and to the regulations of the Comptroller in connection therewith.

If, therefore, a bank holds an obligation of a municipality 
representing an advance of funds made directly to the municipality, 
the transaction would appear to be a loan and not an investment, and 
would not be subject to the provisions of Section 5136, U.S.R.S., 
which requires purchase and sale "without recourse11.

It is also held that the intent of the law places municipal 
loans on the same basis as other government loans. Governments are 
not held to be corporations within the meaning of Section 5200, U.S. 
R.S., and in consequence loans thereto are not subject to the limit 
prescribed by this section.

Very truly yours,

(Signed) J. W. Pole

J. W. POLE,
Comptroller.

ft
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February 2 3 ,  1 9 3 2

Mr. Ifratt .

Mr. Smead

/ v
1 have road your draft of a letter to Mr. McCongidc id th regard to the 

purchase by the Federal tesf»rve System of municipal warrants and have only 

one suggestion to make. ~~

Hhile it is undoubtedly true that open market powers were given to the 

System, as you state, for the purpose of enabling then to make their discount 

rates effective and to enable then to make earnings sufficient to pay their 

expenses and dividends, the System has for a number of years conducted its 

open market operations with the view of accommodating coisraerce and Industry 

and without reference to its earning position, and I think it desirable to 

avoid saying anything that night give a contrary impression.

It is suggested, therefore, that the following be substituted for the 

words between the comma on the eighth line and the semi-colon on the eleventh 

line of page two: the federal Reserve Board in 1923 laid down the principle 

•That the tine, MMnner, character, and volume of open-market investments 

purchased by Federal reserve banks be governed with primary regard to the 

accommodation of commerce and business and to the effect of such puxffhasea 

o f sales on the general credit situation."

i.ftkG-Ii fj ... 1 t«'<■>;,<* j
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Jtfice Correspondence B0ARD
FEDERAL RESERVE

Date____February 23, 1932

io__Mr, qfratt ____________________________  Subject:

From Mr . Smead____________________ _

In accordance with your request,I am submitting the following comments on a

qu
draft of a opposed letter in reply to Congressman McCormick's letter of 

February 13.

It is believedNthat it would be desirable to call the Congressman's, atten­

tion to the fact that tĴ e very low interest rates prevailing in 1930 account 

for the fact that municiparities in Hew England were able to borrow in that year 

a little more than 1 per cen^and that a substantially higher rate of interest 

is, of course, ordinarily to be'expected.

As regards the statement that\the authorization^ to the Federal reserve

banks to purchase in the open market \arrants of states, counties and muni-
their

cipalities was granted, to them for the purpose of enabling them to make JHist 

discount rates effective and to enable thek to make earnings sufficient to

J \
pay their expenses and dividends^ is not \elieved that this power can be 

utilized effectively to make the Federal reserveVbank discount rate effective

or that such use of the power was contemplated when\the Federal Reserve Act

was drafted. The use of this power to enable the Federal reserve banks to make

sufficient earnings to cover expenses and dividends was plt^bably foremos^in

the minds of the authors of the Federal Reserve Act if not ĵ usiuix indeed the
/

sole reason for inclusion of this provision in the Federal ReseWe Act. In 

the early days of the Federal Reserve System substantial amounts or\municipal 

warrants were purchased by the Federal reserve banks for this purpose\ut with 

the entrance of the United States into the World War the Federal Reserve Board
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requested the Federal reserve banks to discontinue the purchase of municipal

warrants. For some time, the discount and open market policies of the Federal

Reserve Systenmiave, of course, been dictated by consideration having to do with

the public welfare rather than by any desire to make sufficient earnings to

cover expenses and o^vidends. It should also be borne in mind that at the time
there

the Federal Reserve A &  was passed tt was neither any considerable volume of 

United States securitieAnor of acceptances available for open market purchase 

by the Federal reserve banfe . The reasons that led to the inclusion in the 

Federal Reserve Act of an authorization for the purchase of municipal warrants 

appear, therefore, to have lit M e  or no significance at the present time^ in 

connection with the exercise of vhis authorisation by the Federal reserve b anks. 

The fact that municipal warrants arp not eligible as collateral for Federal re­

serve notes would, of course, prevent, their purchase on a very broad scale by 

the Federal reserve banks but United Spates securities, as you know, have not 

been eligible as collateral for Federal keserve notes and acceptances bought 

in the open market were not eligible prior\to the 1916 amendment.

Extensive purchases of municipal warrants by the Federal reserve banks 

would, it is believed, be unwise inasmuch as i\would tie up a substantial

part of the funds of the Federal reserve banks. 

&d~
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fo r m  No. 131 j Jj 2
FEDERAL RESERVE

Date___February 17, 19.12.Office Correspondence B0AKU
To___  ________,_______________ —  Subject:.

From________________ _____ ___________________  _______

*l,N_im| J

t r o  2—8405

jlL u t * lyatt invites your suggestions re the attached 

rough drafVof a reply to the attached letter from Representative McCormack,
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F o r m  N o . 131 i f —
1 FEDERAL RESERVE

U r r i c e  C o r r e s p o n d e n c e  ^  December 22, 1931

To_____ Mr. Smead_________  / _____ _ Subject:  

From Mr. Scudder
s> • r o 2—8495

The Federal Heserve banks holdings of Municipal warrants 

on December 19 were as follows:

Hew York 
Philadelphia 
Minneapolis 

Total

$373,000*
3.333.000

429.000
3 ,iUo,ooo

♦Under repurchase agreement.
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FEDERAL LAED B A M  BOHDS PURCHASED 

BY F.^DSIIAL RESERVE BAHKS
f | » •// - /t.

ifederal
Reserve
Bank

....-.... . - —  ■ — j---

1927 j

1

192s 1929 1930 1931*

(April) (October) (February) May

Boston - - $1,000,000 - -

I. York - - k,500,000 $6,750,000 $750,000

Philadelphia $^1,000 - 1,000,000 1,000,000 -

Cleveland - - 1 ,500,000 - -

Richinond - - - - -

Atlanta - - - - -

Chicago - - 1 ,500,000 - -

St. Louis - - - -

Minneapolis - - - - -

i ;as City - - - - -

San Francisco - - - - -

TOT AX' $41,000 - $9,500,000 $7,750,000 $750,000

DIVISIOF OF B A M  OPERATIONS 
OCTOBER g, 1931.

♦To October 7.
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Answers To 

Questionnaire No, 9 

^)peii Mar Ice t Operations

j *

/■:

ederal Reserve Bask of Hew York

February 25, 1931
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RIC‘D IN FILES SECTION

J U N 1 8  1940

QUESTIONNAIRE NO, 9 

OPEN MARKET OPERATIONS
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QUESTIONNAIRE NO. 9 

Open Market Operations.

The open market policies of the Reserve Banks have been cited 
frequently as one factor in the expansion of security loans. Partic­
ularly have the purchases of securities in 1924 and in 1927 been held 
responsible for the rapid increase in member bank credit that took 
place during those years. The object of this questionnaire is to 
inquire into the technique of open market operations and dealings in 
United States securities and into the relationship between these and 
brokers1 loans:

Concerning Open Market Activities:

Question No. 1

Q. As of the end of each month since January 1922, give on an 
attached schedule:

(a) The amount of United States securities held 
in the portfolio of your Reserve Bank which 
were purchased through the open market in­
vestment committee.

(b) The amount of United States securities held, 
which were purchased locally or independent­
ly of the open market investment committee.

(c) The amount of resale agreements entered into 
with dealers in United States securities.

A. See attached schedules.
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QUESTIONNAIRE NO. 9 
Question 1 (a )

Government Securities purchased through the Open Market Investment Committee 
and held in the p o rtfo lio  o f the Federal Reserve Bank o f New York 

at the end of each month since January 1922 
_________________________________ (In  m illions of do lla rs )_________________________________

Last day o f 1922 1923 1924 1925 1926 1927 1928 1929 1930

January - - 14 112 51 53 80 23 97
February - - 25 100 51 53 73 13 99
March - - 52 91 53 54 70 14 94
A pril - - 64 92 73 53 42 7 79
May - - 81 61 73 56 23 6 64
June - - 135 52 73 64 24 5 67
July - - 170 52 73 64 24 5 67
August - - 176 52 59 28 11 74
September - - 186 51 52 90 23 9 74
October - - 186 51 53 103 21 23 74
November - - 182 51 53 110 24 42 80
December - - 167 51 56 112 23 93 87

QUESTIONNAIRE NO. 9 
Question 1 (b)

Government Securities held by the Federal Reserve Bank o f New York 
at the end o f each month since January 1922 which were purchased 
lo c a lly  and independently of the Open Market Investment Committee 

____________________________ ( In m illions of d o lla rs )

Last day o f 1922 1923 1924 1925 1926 1927 1928 1929 1930

January 50 55 0 0 0 0 7 2 112
February 126 26 0 0 0 0 2 .2 112
March 99 10 0 0 0 0 0 4 112
A-pril 165 0 0 0 0 9 0 1 113
May 159 1 0 0 .9 0 7 0 111
June 139 0 0 0 0 0 2 21 117
July 155 0 0 0 0 2 7 • 5 112
Augu st 135 0 0 0 0 .1 12 .5 112
Sep tember 98 0 0 0 0 .1 16 2 107
October 48 0 0 0 0 0 4 96 112
November 45 17 0 0 0 0 1 112 108
December 98 0 0 0 0 16 0 122 158

NOTE: Above statement excludes ce rt ific a te s  o f indebtedness issued to cover 
Treasury overdraft*
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QUESTIONNAIRE NO. 9 
Question 1 (c )

Government Securities held by the Federal Reserve Bank o f New York under 
Resale Agreement at the end o f each month since January 1922

( In m illions of d o lla rs )______________________________

Last day o f 1922 1923 1924 1925 1926 1927 1928 1929 1930

January 12 23 .1 .5 0 0 2 0 2
February 0 22 0 17 5 10 5 3 3
March 8 15 3 19 0 26 4 6 8
A pril 5 5 0 .7 4 2 9 20 2
May 12 12 0 0 4 5 10 5 2
June 16 11 0 32 9 0 28 37 9
July 9 16 0 4 0 2 6 18 0
August 10 20 0 7 1 1 5 22 0
September 52 14 0 27 3 14 22 34 0
October 13 10 0 5 0 .5 21 50 0
November 8 18 6 19 4 .5 28 3 0
December 51 36 2 4 2 52 25 22 36

QUESTIONNAIRE NO. 9 
Question 1 (c)

Government Securities held by the Federal Reserve Bank o f New York under 
Resale Agreement on the 20th day o f each month since January 1922

(In  m illions o f d o lla rs )_______________________________

20th day o f 1922 1923 1924 1925 1926 1927 1928 1929 1930

January 3 23 0 6 0 0 0 17 0
February 11 23 .1 0 3 0 0 0 3
March 0 8 0 0 10 0 0 .4 0
A pril 14 2 0 2 0 14 7 16 .6
May 2 7 0 8 3 0 4 15 0
June 14 19 0 5 4 0 4 9 1
July 14 11 0 7 10 0 .7 16 0
August 10 5 0 0 0 2 2 23 0
September 21 4 0 .4 2 4 13 35 0
October 22 4 0 7 0 2 21 3 0
November 8 6 0 10 3 0 25 4 0
Dccember 31 5 0 23 71 15 9 13 0

NOTE: There is  so much fluctuation in these holdings, partly  due to more or 
le ss  regular monthly movements that data are given both for the 20th 
and the end of the month.
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Question No. 2

Q. State the principal reasons fo r each of the major operations in the 
purchase and sale o f United States securities since January 1922. What have 
been the main consequences of each such operation?

A. Before examining particu lar operations in government securities a gen­

era l statement is  appropriate with regard to the purposes and consequences of 

these operations. Generally speaking, purchases of government securities  

since 1922 have been made at times of business depression or recession in the 

United States accompanied by unemployment, declining foreign  trade, weak com­

modity prices, and reduced speculative activ ity . Broadly speaking also sales  

of securities have taken place at times of large industrial activ ity , f u l l  em­

ployment, firm  commodity prices, and tendencies toward excessive speculation.

These broad considerations are illu stra ted  in the following diagram 

which compares the timing of principal security operations with the fluctua­

tions in industria l production in the United States as shown by the index 

computed by the Research Division of the Federal Reserve Board, taking the 

years 1923-1925 as 100 per cent. As a general ru le p rices, employment, and 

various forms of trade and speculative activ ity  move roughly simultaneously 

with production.

Since the purchase of securities has a tendency to make money easier 

and thus has an influence towards stimulating business activ ity , and since 

the sale of securities tends to make money firmer and has an influence toward 

checking excesses, it  may be said that purchases and sales of government 

securities since 1922 have been such as might reasonably be expected to exer­

cise some influence toward business s ta b ility  by aiding recovery at times o f 

depression, and retarding excesses at times of prosperity.
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Question No. 2 (Continued)

As to the consequences of purchases or sales o f securities, the f i r s t  

resu lt in each case has been to bring about an increase or decrease in the 

amount of borrowing of member banks at the Reserve Banks. Vihen the Reserve 

System buys securities the funds thus made availab le  ar$ employed by member 

banks to reduce their indebtedness at the Reserve Banks. As a consequence 

these banks find themselves in a position to lend somewhat moi*e free ly  and 

money tends to be easier. Conversely, when the Reserve System se lls  secur­

it ie s  member banks find themselves compelled to increase their borrowings 

at the Reserve Banks, hence they find their lending power impaired, and 

money tends to be firm er. The relationship between changes in Federal 

Reserve security holdings and discounts of member banks is shown on the 

accompanying diagram.
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Diagram 2— Government Security Holdings of All Federal Reserve Banks and Member 
Bank Borrowings at Reserve Bank* (Monthly averages of daily figures)
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Question No. 2 (Continued)

With a few exceptions every considerable purchase or sale o f securities  

over this period of years was in same measure a joint undertaking in which the 

Federal Reserve Board and the o ffic e rs  and directors of the twelve Federal Re­

serve Banks had a part. Any statement of reasons fo r action must represent 

an interpretation o f what was in the minds o f these various participants when 

decisions to buy or s e l l  were reached. Perhaps the best that can be done is  

to state the circumstances of the situation which were emphasized at the meet­

ings where the primary decisions fo r these purchases and sales were made.

The principal changes in holdings o f government securities re fle c tin g  

policy decisions from January 1, 1922, to the present have been -

January 1922 to May 1922 purchase of $400,000,000
June 1922 to July 1923 sale o f 525,000,000
December 1923 to September 1924 purchase of 510,000,000
November 1924 to March 1925 sale of 260,000,000
A p ril 1926 purchase of 65,000,000
August 1926 to September 1926 sale o f 80,000,000
May 1927 to November 1927 purchase o f 230,000,000
January 1928 to A p ril 1929 sale o f 405,000,000
October 1929 to December 1930 purchase o f 560,000,000

Purchases in 1922 were made before these operations had been placed 

under the supervision o f a System committee, except as to the deta ils  of exe­

cution. These purchases took place at a time when business had just begun its  

recovery from the depression of 1921, and when agricu ltura l prices p articu larly  

were seriously  depressed* The consequence of this operation,together with large 

gold imports, was to reduce discounts o f member banks at the Federal Reserve 

ELnks from over $1,000,000,000 to $400,000,000, and thus put the banks in a 

position to advance funds more free ly  to their customers, and to increase their 

investments. I t  seems lik e ly  that this step aided in some measure the recovery
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Question No. 2 (Continued)

of business and agricu lture from the depressed conditions of 1921* Purchases 

were also followed by reductions in discount rates at several Reserve Banks 

and by increases in the total volume of bank cred it.

The sale of securities from June 1922, to July 1923, s im ilarly  was 

only in part determined upon as a System policy though sales were recommended 

by a committee of governors organized in 1922 for the centralization of pur­

chases and sales of government secu rities. At that time the Treasury 

Department had indicated that it  believed operations of the Federal Reserve 

System in government securities had interfered somewhat with an orderly mar­

ket fo r these secu rities . These sales undoubtedly had some effect in 

retarding growth of bank credit during 1923, pushing money rates to higher 

le v e ls , and tending somewhat to check the business expansion which had been 

going forward throughout 1922 and early  1923 at a pace that was alarmingly 

rapid, accompanied by considerable speculative activ ity .

The large purchases of securities from December 1923, to September 

1924, were the f i r s t  ones to be handled in a joint investment account fo r  

the Federal Reserve System. The reasons fo r , and resu lts o f, this purchase 

were set forth  by Governor Strong in a memorandum written on December 26, 1924. 

A copy of that memorandum is  attached herewith as Appendix I .

I t  seems reasonable to believe that the rapid recovery of business 

from the depression and severe unemployment that characterized the summer of 

1924 may be partly  ascribed to easy money and ample credit fa c ilita te d  by the 

purchase of government securities at that time.

Sales of securities in la te  1924 and early  1925 were made at a time when 

business had made such a rapid turn about from the depressed conditions of the
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Question No. 2 (Continued)

summer o f 1924 that the movement appeared to be going too fa s t , accompanied 

by a rapid r ise  in wholesale prices, and a rapid increase in to ta l loans and 

investments of banks, and an increase in speculation evidenced by an increase 

in brokers loans and in security prices. The sale of secu rities, together 

with changes in discount rates appear to have been an important influence in 

retarding th is tendency to excess, bringing bank credit to a more normal growth 

and retarding speculative movements. These tendencies are illu stra ted  in the 

accompanying diagrams. The small purchase and sale in 1926 accompanied a tempo­

rary loss of business confidence early  in the year and a rev iva l in the autumn. 

The changes in security holdings were accompanied by changes in the discount 

rate of the Federal Reserve Bank of New York. I t  is  d if f ic u lt  to trace the re­

su lts of these rather narrow movements.

The purchases of securities in the summer and early  autumn of 1927 were 

made under circumstances sim ilar in some respects to those of 1924 described 

in Governor Strong’ s memorandum. It  was a time of moderate business recession, 

gold imports, and accompanying pressure on the position of the central banks 

in a number o f countries which had only recently returned to the gold standard. 

Wholesale commodity prices had been declining more than a year. • The resu lt of 

the operations was to diminish the discounts of member banks, a change which 

was followed by a more rapid increase in bank credit and easy money rates.

There was a prompt flow o f funds from New York to the in terio r shown through 

transfers in the Gold Settlement Fund. Foreign exchange rates which had been 

very weak and near the point at which gold moved to the United States, immedi­

ate ly  strengthened and gold exports began. Before these developments European
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Question No. 2 (Continued)

bankers had been apprehensive o f a serious credit stringency, which would bring  

with it  high money rates, depressed business and greatly  reduced foreign pur­

chases of American goods. This danger was averted. Firmer wholesale prices, 

and improved production followed soon after* There was also an increase in 

speculative a c t iv it ie s  which, by the beginning o f 1928, had reached a point 

to cause concern.

Sales o f securities in 1928 and 1929 were made with a view to checking 

excessive credit expansion, particu la rly  fo r security speculation. The sales  

resulted in a large increase in the discounts o f member banks which led banks 

to scrutinize their loans and investments more c lose ly . The expansion o f bank 

credit was fa i r ly  w ell checked. Security speculation, however, was not perman­

ently checked partly  because other lenders provided the funds fo r further 

expansion which banks were reluctant to supply, and partly , it  seems lik e ly ,  

because the Reserve System did not pursue a su ffic ien tly  vigorous discount 

rate policy.

Purohases o f securities in October and November 1929,. were made to meet 

an emergency demand for funds as the stock market broke and New York banks 

were called  upon to prevent a money panic by supplying funds to replace a 

part o f the huge amounts o f funds withdrawn in alarm by other lenders. A 

contemporary account of these events from the Monthly Review of the Federal 

Reserve Bank of New York is  attached herewith as Appendix I I .  These purchases 

aided the New York City banks in meeting the emergency and helped prevent 

the security disturbance from causing a money panic or indeed a serious credit 

stra in . In fact they made possible a decline in interest rates in the face of 

an extraordinary demand fo r funds.
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Question No. 2 (Continued)

Further purchases in 1930 enabled member banks to liquidate further 

their indebtedness at the Reserve Banks, thus reversing the operations o f  

1928 -  1929, and helping to remove any shortage in the basic supply of funds 

as a possible obstacle to business recovery*
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Question No. 3

Q. What, in your opinion, has been the e ffect since 1922 o f changes in the 
p ortfo lio  o f United States securities and bankers* acceptances held by a l l  
Federal Reserve Banks on fluctuations in brokers* loans and on fluctuations in 
security loans and investments o f a l l  member banks and o f member banks in your 
Reserve D istrict?

A. The follow ing diagram illu s tra te s  the relationships between open market 

operations in government securities and bankers acceptances, and the fluctu ­

ations o f brokers loans, security pricey, bank security loans, and bank 

investments. The most direct and obvious relationship indicated by these figures 

is  the relationship between bank investments and government security operations 

o f the Reserve Banks. Purchases of government securities by the Reserve Banks 

have re lieved  member banks from their indebtedness at the Reserve Banks and have 

placed them in a position to increase their investments, and conversely, the 

sales o f government securities have been followed by increases in the indebted­

ness o f the member banks and declines in their investments as they sought to 

l iq u ify  their positions. There is  a somewhat sim ilar connection between se­

curity operations at the Reserve Banks and the security loans o f the member 

banks, though the relationship is  much less d irect.

Both the figures and the consideration o f what actually  takes place 

indicates some relationship between government security operations and 

fluctuations in brokers loans. There is  evidently a tendency for security  

purchases by the Reserve Banks to be accompanied or followed by some increase 

in brokers loans, and sales to be followed by a decrease or a pause in the 

advance, though this tendency is  less  marked than the case o f bank invest­

ments. The most violent fluctuations in brokers loans, however, in recent
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Question No. 3 (Continued)

years have been d irectly  opposite to what might be expected from the 

changes in  Federal Reserve security holdings. Sales o f securities in  

1928-29 did not prove e ffective  in checking a rapid r ise  o f brokers loans, 

nor were purchases in late  1929 and 1930 followed by any stay in the de­

cline in brokers loans. At times when loans by banks were the dominating 

element in brokers loans they appear to have been somewhat influenced by 

Federal Reserve security operations, but the growth of loans fo r  account 

of others was partly  responsible fo r  the lack o f effectiveness o f Federal 

Reserve policy.

Changes in acceptance holdings as shown by the diagram have been 

la rge ly  seasonal and have provided, without the strain  involved in d is­

counts, a considerable part of the seasonal requirements fo r  Federal 

Reserve credit. The free movement o f acceptances into and out of the 

Reserve Banks in  response to trade demands has done much to remove seasonal 

credit strains and plethoras. Generally speaking, there has been l i t t l e  

noticeable re lation  between Federal Reserve holdings of bankers acceptances 

and fluctuations in brokers loans or bank security loans and investments.

The autumn of 1928 was perhaps an exception when an unusual rise  in accept­

ance holdings was accompanied by an increase in  brokers loans. Even in this 

case, however, the expansion of brokers loans was based large ly  on credit 

from non-banking lenders.
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Question No. 4

Q. Viewed in the ligh t of subsequent events, what p o lic ies  should the 
Federal Reserve Banks have followed in the purchase of United States securities  
in 1924 and 1927?

A. Two general approaches might be taken in a c r it ic a l  review of Federal Re­

serve open market policy  in 1924 and 1927. One approach vrould involve a study 

of the correlation  between open market purchases and sales and other economic 

developments such as the movement of business indexes, commodity prices, bank 

cred it, and the course of speculation. I f  th is approach is  taken diagrams 1 

and 3 on preceding pages provide most of the necessary data. They show that 

purchases both in 1924 and 1927 were made at times of business recession, 

though the recession was more serious in 1924 than in 1927. I t  is  now clear 

that purchases were continued in 1924 fo r two or three months a fter business 

had begun to improve, though they were discontinued about as soon as the then 

availab le  s ta t is t ic s  c lea rly  indicated the improvement in business. In 1927 

purchases were discontinued before there was any marked recovery in business.

In both periods the quantities of secu rities purchased were in general related  

to the extent of the recession. Total purchases in 1924 were $510,000,000, and 

those in 1927 were $250,000,000. Comparison may also  be made with the movement 

of bank cred it. Such a comparison would lead to the general conclusion that 

when purchases were begun in 1924 bank credit was re la t iv e ly  stable or declining, 

but that a rapid increase had taken place before purchases were discontinued,

In 1927 bank credit was r is in g  a l l  during the period o f purchases. I f  this 

criterion  alone were applied i t  might suggest that the 1924 operations were 

help fu l but continued s ligh t ly  too long, and it  might ra ise  some question as 

to the necessity fo r the 1927 operations. In addition, however, to these purely
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Question No. 4 (Continued)

domestic considerations i t  is  important to re fe r also to the gold movement, 

fo r in both cases purchases were begun at a time of gold imports which were 

bringing to th is country gold which we did not want and which others could i l l  

afford  to lose. In 1924 the gold movement was reversed a fter the completion 

of security purchases. In 1927 it  was reversed while purchases were s t i l l  being 

made. In 1924 this was of special importance because the reversa l of movement 

doubtless fa c ilita te d  a return of Great B rita in  to the gold standard. In 1927 

the reversal o f the gold movement was important because a number of the countries 

of Europe were under severe credit stra in . In both these cases i t  would be 

extremely d i f f ic u lt  to determine whether as e ffective  an influence on the gold 

movement would have been exerted with a smaller amount of purchases.

A second and d iffe ren t approach to th is whole problem would be to view 

the period since 1922 as a whole and consider the operations of 1924 and 1927 

as parts of the larger un it. In the ligh t of subsequent events i t  appears that 

this span of years was marked by in flationary  tendencies in the United States.

The increase of bank credit during the period was more rapid than is  usually re­

quired by the normal growth of business. This r ise  in credit was not accompanied 

by any in fla tion  of commodity p rices, but some measure of in fla tion  undoubtedly 

occurred in other d irections, p a rticu la rly  in prices of securities and rea l 

estate. From the point of view of our domestic economy considered by i t s e l f ,  a 

somewhat higher leve l of money rates and a somewhat smaller growth in bank credit 

over th is entire period would have been wholesome, and there is no doubt but 

that the open market operations of 1924 and 1927 were p articu larly  stimulating 

to the growth in bank credit.
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Question No, 4 (Continued)

But conclusions upon th ia point must be qua lified  by a recognition that 

the domestic economy could no'ti be considered wholly independently of world 

changes* To the extent that firmer money rates had been maintained here, 

additional amounts of gold would have been drawn from the rest of the world 

and credit stringency accentuated in European money centers during the period 

when European countries were struggling back to monetary s ta b i lity  and 

attempting to recover from serious economic disorganization. These conditions 

close ly  affected American trade and American p rices, especia lly  prices of 

farm products. Even as i t  was world prices were stead ily  depressed over most 

of the period. Moreover the cbntinued p ilin g  up o f gold reserves in the 

United States through gold imports constituted in i t s e l f  a threat of future 

in fla t io n . I t  appeared to be sa fer at these two periods to estab lish  condi­

tions which would keep the gold out, even at the risk  o f the dangers o f easy 

money, than to le t  the gold imports continue.

In view of the various aspects o f th is problem it  is  our opinion that 

purchases of securities in both 1924 and 1927 were most help fu l and desirab le . 

There does appear, however, to be valid  ground for c r it ic iz in g  succeeding 

action. The 1924 purchases were carried further than now appears to have been 

desirab le , leading to an unnecessarily rapid growth in bank credit un til the 

reversal o f policy  in early  1925, which placed an e ffective  check upon ex­

pansion. A fter 1927 there was not su ffic ien tly  c lear recognition of the 

dangers in the growth of cred it, influenced by speculation. Security sales  

and discount rate changes sim ilar ih amount to those of 1925 proved inadequate 

when applied in 1928, More vigorous measures were necessary.

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



p———---------------------------------------------------------------------------------- .1... ------
Reproduced from the Unclassified I Declassified Holdings of the National Archives

19

Question No. 5

Q,. What changes would you suggest be made in the provisions of the Federal 
Reserve Act re la tive  to the purchase and sale of United States Government 
securities by the Reserve Banks? Would you favor an amendment to. the e ffect  
that an affirm ative vote of five  members o f the Federal Reserve Board be 
required before any large sale or purchase o f United States securities be 
undertaken by the Reserve Banks?

A. We would not suggest any changes in the provisions o f the Federal 

Reserve Act re la tive  to the purchase and sale of government securities*

The act is  and should be in broad terms, leaving considerable f le x ib i l i t y  

for the development of proper methods of procedure. This la tte r  problem 

has offered some d if f ic u lt ie s ,  the major d if f ic u lty  being that a System 

operation in government securities under the present organization has to 

represent a compromise between divergent views, and System policy, therefore, 

tends to have too great inertia , to be too slow, and when once started tends 

to go too fa r . This d if f ic u lty  should diminish, as time goes on and as 

experience in operation indicates what gradual modification of procedure w il l  

tend to make Federal Reserve open market operations more e ffec tive . The re ­

quirement that an affirm ative vote o f five  members of the Board should be 

prerequisite to any operation would in our judgment be a step in the wrong 

direction and make even more d i f f ic u lt  the necessary f le x ib i l i t y  of operations. 

In a deliberative body o f eight members of whom two are ex o ffic io  and en­

grossed in other duties it  is  naturally  often d if f ic u lt  to secure an attendance 

of five  at a meeting and very d if f ic u lt  indeed to secure an affirm ative vote of 

five  members fo r any important proposal a ffecting  varying interests in various 

ways.
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Question No. 6

Have the resale agreements entered into by the Federal Reserve Banks 
with dealers in United States securities tended to o ffse t , on any occasion, 
the open market po lic ies  of the Federal Reserve Banks?

A. The relationship between operations representing policy decisions o f  

the Reserve System and purchases on sales contract subject to resale agree­

ment is  shown on the attached diagram (4 ).  I t  indicates c learly  that 

purchases on sales contract subject to resale agreement have been so small 

in amount and so timed in connection with seasonal currency and credit  

requirements that they have not interfered with major policy operations.
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Diagram 4 - Government Securities Purchased Outright by the Reserve Banks Compared with Amounts
Purchased Under Resale Agreement (V.eekly data)
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Question No. 7

Q,. L ist on an attached schedule the changes in rates o f interest charged dealers  
in United States securities against resale agreements from the inception o f such 
arrangements by your institution .

A. Changes in Ratos at which United States Government Securities  
were purchased from Dealers under Sales Contract Agreements 

and the Rediscount Rates for corresponding periods

Date
E ffective

Discount
Rate

Sales
Contract

Rate
Date 

Effect ive
Discount

Rate

Sales 
Contract 

Rate

IS 20 1925
Jan. 23 6 Feb. 27 3 1/2
Apr. 13* 5 1/8 Apr. 9 3 1/2
June 1 7

1926
1921 Jan. 8 4 4

Apr. 1 5 3/4 Apr. 23 3 1/2
May 5 6 1/2 Apr, 29 3 1/2
June 16 6 Aug. 13 4 4
July 21 5 1/2
Aug. 2 5 1/4 1927
Sept.22 5 Aug, 5 3 1/2 3 1/2
Oct. 31 4 1/2
Nov. 3 4 1/2 1928

Feb. 3 4 4
1922 May 18 4 1/2 4 1/2

Mar, 23 4 July 13 5 5
June 22 4

1929
1923 Aug. 9 6 5 1/8

Feb. 23 4 1/2 Oct. 25 5
Apr, 10 4 1/2 Nov. 1 5

Nov. 15 4 1/2 4 1/2
1924

May 1 4 4 1930
June 12 3 1/2 Feb. 7 4 4
Aug. 8 3 Mar. 14 3 1/2 3 1/2
Nov. 6 2 1/2 May 2 3 3
Nov. 28 3 June 20 2 1/2 2 1/2

Dec. 23 ! 2

i Dec. 24 • 2

*A pril 13 -  date o f f i r s t  sales contract agreement with dealers.

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

23

Question No* 8

Q. L ist the names o f the recognized dealers in United States 
securities in your D is tr ic t . What net worth must a recognized dealer 
possess? What other standards has your institution  set up in determining 
whether a dealer in United States securities is  to be recognized or not?

A. The dealers in United States Government securities to whom we

extend the sales contract p riv ile ge  are

Discount Corporation of New York 
F irs t  National-Old Colony Corporation 
Salomon Bros. & Hutzler

While we have no hard and fast ru le  on the subject, and each 

case would depend upon a l l  o f the circumstances, i t  would be our general 

policy  not to extend the sales contract p riv ile ge  to dealers Whose net 

worth is  less than $1,000*000.

We also transact business in government securities with firms 

and corporations other than the three above named, although we do not extend 

the sales contract p riv ile ge  to them. There are no defin ite  standards 

which such firms and corporations are required to comply with as a condition 

o f doing business with us, except that they must f i l e  with us period ica lly  

statements of their financial condition which must be satisfactory  to us.
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Question No, 9

Q. What margin requirements do you habitually  exaat in lending to 
dealers in  United States securities under the resa le  agreements?

A. We do not make loans to dealers. Under the terms of our sales  

contract we purchase securities from dealers subject to their agreement 

to repurchase a lik e  amount o f the same securities at the same price  

pluk interest at the agreed rate at or before the expiration of fifte en  

days from the date o f the o rig ina l purchase,

When the market value o f the securities is  par or better, securi­

t ie s  are purchased at par. When the market is  below par, they are 

purchased at prices s ligh t ly  below the market value, the average price  

being approximately one-half point below market value. (A l i s t  o f i l lu s ­

trative  cases is  attached.)
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quest ion  No, 9
ILLUSTRATIONS OF GOVERNMENT SECURITIES PURCHASED UNDER SALES CONTRACTS

Jt.te
Purchtaad

Secur it i  es  
Purch&sed Dated Due S er ie s

P ar
Value

P r i c e -  
Purchased  

Under  
Sales  

Contract

Amount
Paid

to
D e e le r

Market
P r ic e

on
Purchase

Datf

Market Value 
Exclud ing  
I n t e r e s t  
Accrued on 
S e c u r i t i e s

11/14/28 0 1/2 > r^i 3/15/27 i/15/32 A -1932 *1,900,000 97 1/2 U ,852,500 97 31/32 #1,861,406,25

3/5 /29 4 l / 4 i  C/1 12/15/28 9/15/29 TS2-1929 500,000 99 1/2 497,500 99 22/32 498 , 437.50

5/7 /29 
5/7/ 29

4
3

3/4* CA 
l / 2 t  T/fo

3A5/29
9A5/27

12/15/29
9/15/32

TD2-1929 
B -1932

700.000
150.000

99 1/2 
96 1/2

696,500
144,750

99 26/32 
96 28/32

698,687, 50 
145,312.50

7A 5/29
7A 5/29

3
4

1 /2,4 r/to 
<s/4*  cA

3 A 5/27 
3/15/29

3/15/32
12/15/29

A -1932 
TD2-1929

1,900,000
400,000

97
100

1,843,000 
400,COO

97 30/32 
100 2/32

1,860,812,50
400 , 250,00

12/6 /29 
12/6 /29

3
3

1/2̂ -5/H, 
i f 2% " "

3/15/27
9A5/27

3/15/32 
9 A 5/32

A -1932 
8 -1932

1,050,000
350,000

99 1/2 
99 1/2

1,044,750
348,250

99 26/32 
99 26/32

1,048,031.25
349,343.75

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

26

Question No. 10

Q,. What is  the average length of l i f e  o f the resa le  agreements 
entered into with dealers in United States securities?

A. Average Length of L ife  o f Resale Agreements entered into 
by the Federal Reserve Bank o f New York with Dealers in 
United States Government Securities since January 1922, 

(computed fo r  two months of each year as a sample)

Year Average l i f e  of agreements

1922 7 1/2 days

1923 5 1/2 days

1924 3 1/2 days

1925 6 days

1926 4 days

1927 6 days

1928 5 1/2 days

1929 4 days

1930 4 1/2 days

Average (unweighted)
l i f e  o f agreements j
fo r entire period 1 5 days|
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Question No, 11

Q. In lending to dealers in United States securities under resale agree­
ments, what precautions does your institution  take in preventing Federal Reserve 
credit from seeping into the speculative or investment markets?

A. As stated in the answer to the la s t  question, we do not make loans to 

dealers, but we purchase securities from dealers subject to their agreement to 

repurchase a lik e  amount of the same securities at the same price plus interest  

at the agreed rate at or before the expiration of f ifte e n  days from the date of 

the o rig in a l purchase.

As fa r  as the f i r s t  use of the credit put out in this way is  concerned 

we are constantly informed as to the business of the dealers entitled  to the 

sales contract p riv ilege  and know that they only secure funds from us to carry  

their portfo lio s  of government secu rities . As to the eventual destination of 

Federal Reserve credit put into use through purchases o f securities under sales  

contract the princip les set forth  in the reply  to Question 7 of Questionnaire 7 

are applicable . The destination is  the same as that of Federal Reserve credit 

put into use through discounts or through any of the other channels. The 

dealer who receives a Federal Reserve check as a resu lt of a sales contract 

operation uses the funds either to pay o f f  a bank loan or to pay fo r govern­

ment securities which he has purchased. I f  he uses i t  to pay o ff  a bank loan 

the bank finds i t s e l f  in possession of a check on a Reserve Bank which it  

promptly deposits to it s  account in a Reserve Bank and thus finds i t s e l f  with 

it s  reserve deposit increased exactly as though i t  had obtained funds by d is­

counting.

In the alternative case in which the dealer uses the Federal Reserve 

check to pay a se lle r  of government secu rities , the s e lle r  of these secu rities,
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Question No, 11 (Continued)

i f  not a bank, deposits the funds in a bank, and the funds immediately find  

their way into that bank's reserve deposit account at the Reserve Bank, just 

as though that bank had borrowed*

Thus the Federal Reserve funds put into use through sales contract 

operations flow into the same channel as those put out in other waysf and the 

considerations set forth in the rep lies to Questions 7 and 8 in Questionnaire

7 are applicable .

I t  also may be noted that dealers only come into the Federal Reserve 

Bank to secure funds under sales contract arrangements when they cannot obtain 

money at favorable rates outside the Federal Reserve Banks. This means that 

they come in only at times when money is  re la t iv e ly  firm , and at such times 

the member banks are almost always in debt at the Reserve Banks, and Federal 

Reserve funds which they receive are used to re tire  debt at the Reserve Banks. 

Moreover, funds put out in this way are withdrawn again so promptly that they 

can hardly form a basis fo r new creation of cred it. These Federal Reserve 

assets are liquidated more rap id ly  than any other assets the Reserve Banks 

possess.
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Appendix I

Questionnaire No. 9

Memorandum by Governor Benjamin Strong on 

Open Market Operations o f 1924

December 26, 1924.

The follow ing memorandum is  intended to give a point 
of view in regard to the Open Market Policy  of the 
Federal Reserve Banks which has never been adequately 
explained to the public. Because of the fa ilu re  to 
do so, the Federal Reserve System has suffered some 
criticism , partly  uninformed, and partly  de liberate ly  
un fair.

By the f a l l  o f 1923 the bulk o f the short time government secur­

ity  holdings of the Federal Reserve Banks had been liquidated. The sales 

made throughout the previous year had forced member banks to borrow con­

siderable sums from the Federal Reserve Banks in order to replace the 

reserves which they lost when payment for the securities was made to the 

Federal Reserve Banks. The f a l l  of 1923 saw the members borrowing about 

£>835,000,000 on direct discounts from the Reserve Banks, of which over 

$200,000,000 was in New York. At that time considerable importations of 

gold were being received from Europe. There was developing some recession  

in business; the New England te x t ile  manufacturers had suffered a severe 

slump; the same being to some extent true o f rubber, some branches o f the 

steel and of other trades. But the most serious d iff ic u lty  which had de­

veloped in any part of the country was the banking situation in the West, 

especia lly  in the Northwest and Southwest. Banks were fa i lin g  almost every 

day.
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Question No. 2 (Continued)

Notwithstanding imports of gold, there was continued pressure by- 

member banks to liquidate their indebtedness to the Reserve Banks, causing, 

in turn, pressure by member banks upon their borrowers to repay loans. The 

commercial paper rate was 5$; rates for 90 day bankers acceptances 4 l/8%; 

customers* loan rates at New York about 5 l/4$; time loans upon securities

5 l/4$; stock exchange call money 4 3/4%; the discount rate of the Federal 

Reserve Bank of New York was 4 l/2$, where it had been maintained since 

February 23, 1923.

The condition of the farming community, including the cattle in­

dustry, was coming perilously near a national disaster, and feeling became so 

strong throughout the West that all sorts of radical proposals for legisla­

tion and other government relief were being urged.

Sterling had declined in November to $4*26 under the influence of 

a general flight of capital from Surope to this country. Interest rates in 

London were lower than in New York. "Money” (three-months bank bills) was 

quoted from 3 to 3 3/8$; tap rate on Treasury bills was 2 3/4 to 3%, and the 

official rate of the Bank was 4$.

It was under these conditions that the Federal Reserve Banks under­

took the gradual repurchase of short time government obligations. T«e 

following definite objects were in mind, at least so far as the writer was 

concerned:

(1) To accelerate the process of debt repayment to the Federal Re­

serve Banks by the member banks, so as to relieve this weakening pressure for 

loan liquidation.

(2) To give the Federal Reserve Banks an asset which would not be
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Question No. 2 (Continued)

automatically liquidated as the resu lt o f gold imports so that la te r , i f  

in fla tio n  developed from excessive gold imports, i t  might at least be checked 

in part by s e l lin g  these secu rities , thus forc ing member banks again into 

debt to the Reserve Banks and making the Reserve Bank discount rate e ffec tive .

(3 ) To fa c i l it a te  a change in the interest re lation  between the 

New York and London markets,. without inv iting  in fla tion , by estab lish ing a 

somewhat lower leve l o f in terest rates in  this country at a time when prices 

were fa l l in g  generally and when the danger o f a disorganizing price advance 

in  commodities was at a-minimum and remote.

(4) By directing foreign  borrowings to th is market to create the 

credits which would be necessary to fa c ilita te  the export of commodities, es­

pec ia lly  farm produce.

(5) To render what assistance was possible by our market policy  

toward the recovery o f sterlin g  and the resumption o f so ld  payment by Great 

Britain .

(6) To check the pressure on the banking situation in the West 

and Northwest and the resu lting  fa ilu res  and disasters.

The W riter had roughly estimated that i t  might be possible fo r  

Europe to ship us s t i l l  some $400,000,000, which I thought would lik e ly  be 

distributed over a period, of say, two years, but that, notwithstanding these 

gold shipments, pressure fo r  liqu idation  of bank loans would not be reduced 

promptly enough except i t  was accelerated through purchases of securities by 

the Reserve Banks.

In pursuance o f this policy, the Federal Reserve Banks gradually  

purchased over the fo llow ing eight or nine months a total o f $500,000,000 of
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Question No, 2 (Continued)

short time government secu rities , and throughout that period gradually re­

duced discount rates un til the rate of the New York bank was 3$, whereas 

the Bank of England on July 5, 1923, had raised it s  rate of discount to 4$ 

and exercised it s  influence to maintain open market rates in London at a 

somewhat higher leve l than during the previous year.

In reviewing What has happened during the past year, the outstand­

ing event, of course, has been a crop o f unusual size and, as to a l l  but 

corn, of good quality , produced at a time when there was a crop shortage in 

the rest of the worldj that, i t s e l f ,  gave the country a fortunate recovery 

from some part of the depression which was growing. I f ,  as indeed was the 

case, however, the Federal Reserve policy  hastened the establishment of 

cheaper money, then the developments d irec tly  attributable  to cheap money 

must be considered as in part the outgrowth of that po licy . These may be 

enumerated as fo llows:

(1) The pressure fo r  liqu idation  of bank loans was gradually re ­

laxed and in the summer of 1924 bank borrowing from the Federal Reserve Bank 

of New York and the other large Reserve Banks had p rac tica lly  a l l  been l i ­

quidated; and somewhat sim ilar conditions developed throughout the Middle 

West, the evidences of credit pressure and of disorganizing liquidation  

gradually disappearing. The banks of the State of Iowa, as an examplet had 

reduced their debt to the Federal Reserve Bank of Chicago from $98,000,000 

to about $12,000,000, due la rge ly  to the w illingness of the member banks to 

lend money more free ly  in that state where credit d isasters had developed 

and as a resu lt of which banking conditions were stab ilized . And the same 

seems to have been true in the Minneapolis, Kansas C ity and Dallas d is t r ic t s .
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Question No. 2 (Continued)

(2) The outcome o f the crops made i t  necessary for Europe to make 

unprecedontod purchases of our small grains at very high prices compared to 

recent years. But the coincidence of low rates fo r money in this market and 

higher rates in London enabled foreign governments and foreign  corporation  

borrowers to place a total of a b i l l io n  and a quarter o f loans in this market, 

which provided the credit to be used in paying fo r the crops. Had these fo r­

eign loans not been placed in this market, it  is  quite certain that foreign  

purchasers of our farm produce would have found d if f ic u lty  in financing these 

purchases, which could only have been made by short time bank credits; the 

extensive use of our banking system for financing of that sort would not only 

have been at high rates, but might have been an influence for the creation  

and maintenance generally of much higher rates than have prevailed during the 

crop moving season. Our crop sales to Europe might have been much restricted .

(3) For a period of at least twelve years , as I r e c a ll;  that is ,  

since about two or three years before the outbreak o f the war, there had been 

no such market fo r investment securities as would enable our railroads* public 

u t i l i t y  and industria l corporations to make capital issues on reasonable terms 

so as to refund short time loans and provide the money fo r needed extensions 

and betterments. The past s ix  months or so has enabled them to do so. There 

has ra re ly  been a period o f easy money in this country where sound financing 

has been so evident as in this period, and where the absence of promotion and 

other security issues o f doubtful character has been so marked.

(4) One o f the greatest menaces to our ultimate security against 

in fla tion  has been the uncontrollable stream of gold coming to this country 

to make needed payments fo r which credit was not ava ilab le . Had our cred it
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Question No. 2 (Continued)

not been available  to pay fo r this year 's  crop exports, the amount o f gold 

coming would undoubtedly have been much la rge r, or, at least the gold move­

ment would have continued longer. Our loans to Europe and the rest o f the 

world because o f lower interest rates in th is country than in England, have 

been an important influence in increasing the value o f sterling  in terms of 

do llars  to a point where the gold premium in London was constantly reduced 

and ultim ately the bazaar premium in India being f in a lly  above the premium 

in London caused the diversion o f the stream o f gold from South A frica to 

Europe or India instead o f to this country. A favorable monsoon and a high 

value for the rupee in terms o f sterlin g  assisted in this resu lt, but a 

lower interest leve l in Amorica than in England and on the Continent was a 

further influence in turning the tide o f gold away from the United States.

(5) The rocovcry o f sterling  has now reached a point where it is 

reasonably possible for the B ritish  Government and the Bank of England to 

consider the resumption of gold payment. Whether they do so or not depends 

upon their own sense o f security fo r the lon<* future. But th is  country is  

s t i l l  in position to give them needed assurances o f credit for a long period 

i f  they require i t .  We have seen the Swedish, Dutch and Swiss exchange re­

turn to par or above; the Austrian and Hungarian currency remain stab ilized ; 

and f in a lly  the loan to Germany under the Dawes plan read ily  absorbed and a 

long stride towards currency stab ilization  taken by Germany. At least in 

part these resu lts are to be attributed to the free use of our credit markets 

by Europe, much fa c ilita ted  by easier rates than fo r some years past in this  

country.

(6) It  is  d i f f ic u lt  to state to what extent gradual recovery o f
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Question No. 2 (Continued)

confidence and of business in th is country can be attributed to ease of 

credit conditions. I t  can, however, be d e fin ite ly  stated that i f  some 

$500,000,000 o f credit had not been furnished the market by the purchases 

of the Federal Reserve Banks, the liquidation  which was proceeding fo r the 

purpose o f repaying loans from the Reserve Banks would have continued for 

a much longer period, and, instead o f having some expansion o f bank credit 

such as has taken place, we would have had some further contraction and 

probably a de fin ite  further slackening o f business and lowering of prices.

On the other hand, there has been no very general advance in the

prices o f commodities, outside of agricu ltu ra l produce, and certainly as to 

those commodities higher prices were imperative. The foreign buying caused 

the advance, and that was certain ly  fa c ilita ted  by cheap money. It  was mainly 

due to crop shortage throughout the world, and it  was cheaper credit which 

aided the d istribution . The only defin ite  price advance which can be a t t r i ­

buted to cheap money is  in the security market. While th is has attracted  

widespread comment and may have been fa c ilita ted  by easy money, nevertheless, 

it  can la rge ly  be attributed to favorable p o lit ic a l developments throughout 

the world, which had a profound effect upon the psychology of people generally. 

And in any event the readjustment of values which has taken place is  probably 

not greatly  out of lin e , i f  at a l l ,  with the in trin sic  value and earning 

powers o f our industries.

(7) F ina lly , i t  must not be overlooked that one of the developments 

of the past year, which may in part be attributed to the policy of the Federal 

Reserve System, but also quite la rge ly  to favorable crop developments, and to 

p o lit ic a l developments, has been a greater fee ling  o f tranqu ility  and contentment
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Question No. 2 (Continued)

throughout the country than we have experienced at any time since the war. 

Employment conditions are improving, industry and transportation in a general 

way are sound and successful and the relief of the strain on the banking 

situation throughout the West has done much to arrest the growth of unsound 

and radical and extreme ideas which might, indeed, have been a menace to both 

government finance and a sound monetary and credit policy.
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MONTHLY REVIEW
of Credit and Business Conditions

Appendix ii_______Second Federal Reserve District_______________
Federal Beserve Agent Federal Beserve Bank, New York November 1, 1929

Money Market in October
The past few weeks have witnessed an abrupt reversal 

of credit trends which had continued for about two years. 
Stock prices have turned downward. Bond prices have 
made some recovery. Loans to brokers and dealers have 
decreased sharply and there has been a sudden shift be­
tween lenders. Interest rates have declined rapidly and 
foreign exchange rates have strengthened to points where 
gold exports have been made.

Of these developments the decline in stock prices has 
been the most spectacular and in large measure the con­
trolling event. The decline has carried representative 
price averages below the lowest points heretofore reached 
this year, though not to points which are low relative to 
the levels of prices of 1928 or any previous year.

Whereas the gradual recession in stock prices which 
had taken place in September had not been accompanied 
by any substantial liquidation in loans to brokers and 
dealers, partly because of the continued large volume 
of new stock issues calling for additional amounts of 
credit, the drastic declines of the past two weeks have 
released a considerable amount of funds. For the two 
weeks from October 16 to October 30 the figures for loans 
to brokers and dealers reported by the New York City 
banks for their account and the account of their bank 
and other customers show a decrease of $1,263,000,000. 
The distribution of this decrease between lenders is of 
particular interest. Loans made for account of others 
than the New York City banks and their out-of-town cor­
respondents decreased $1,432,000,000, and loans made by 
the New York banks for their out-of-town correspondents 
decreased $805,000,000. On the other hand loans to 
brokers and dealers made by New York City banks for 
their own account increased $974,000,000, and these 
banks also increased their loans directly to customers by 
an additional $260,000,000.

From the point of view of the general credit situation 
the net result of these movements was to bring about an 
increase of $1,374,000,000 in the loans, and a similar in­
crease in the deposits of the New York City banks, wTith 
a consequent increase in the amount of reserve balances 
they are required to maintain on deposit at the Federal

Reserve Bank. In a period of one week from October 23 
to 30 the reserve requirements of these banks were in­
creased more than $200,000,000.

These movements illustrate once more the fact, which 
has previously been commented upon in this Review, that 
loans to brokers and dealers by lenders other than banks 
constitute a potential drain upon bank resources, which 
is most likely to become an actual drain in periods of 
emergency. The New York City banks were able to 
handle the huge burden which was shifted to them with­
out any disturbance to the money market by reason of 
an increase of over 150 million in the security holdings 
of the Reserve Banks and a like increase in rediscounts.

After the first week of October the prevailing call 
loan renewal rate was 6 per cent compared with 8 and 9 
per cent in September. Accompanying ease in call loan 
rates, time loan rates declined from 9-9̂ 4: per cent at the 
beginning of October to 6 per cent at the end of the 
month. Open market commercial paper rates showed a 
slight decline from 6% per cent to 6-61/4 per cent. 
Bill rates dropped from 5% to 4% per cent and the 
yield rate on Treasury certificates declined over three- 
quarters of a point. On October 31 the rediscount rate 
of the Federal Reserve Bank of New York was reduced 
from 6 to 5 per cent, effective November 1. These 
changes are summarized in the table on the following 
page.

BILLIONS OF DOLLARS

O'fHER AC COUNTS

/ FOF
r.n

* ACCOU 
RRESPOr 

BANK

N' *

W __i

NT OF 
vIDENT

y ̂ ,/yvv"

\

—  \
i~'\t

V ' W '

5

" V \r
\\s*
OWN AC 

1 1

XOUNT

1 1 1 1 . 1 i i „„i..i ..

1928  1929
Loans to Brokers and Dealers in: Securities Placed by  N ew  York  

City Banks for Own Account, for out-of-town Corre­
spondent Banks, and for Other Lenders 

(a s  of weekly reporting dates)

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

82 MONTHLY REVIEW, NOVEMBER 1, 1929

Money Rates at New York

Stock Exchange call loans..................
Stock Exchange 90 day loans..............
Prime commercial paper.....................
Bills— 90 day unindorsed....................
Customers’ rates on commercial loans. 
Treasury certificates and notes

Maturing December 15...................
Maturing March 15.........................

Federal Reserve Bank of New York
rediscount rate................................

Federal Reserve Bank of New York 
buying rate for 90 day bills.............

Oct. 31, 1928 Sept. 30, 1929 Oct. 31, 1929

*6^ -8 *8-10 *6
7 9-9 M 6
5 H 6 H 6-6 M
4 ^ 5 Vs

t5.47 t6.07 t6.07

4.48 4.62 3.94
4.63 4.63 3.97

5 6 6

4 ^ &Va 5

* Range for preceding week
t Average rate of leading banks at middle of month

The decline in interest rates in the early part of Octo­
ber was a consequence in part of a lessened demand for 
funds in the security markets, but more largely a cumu­
lative effect of purchases of bankers acceptances by the 
Federal Reserve Banks for a number of weeks in amounts 
larger than the increasing requirement for funds of the 
autumn season. Autumn currency requirements were 
also somewhat less than usual. Under these circum­
stances the New York City banks had been able largely 
to liquidate their indebtedness at the Reserve Bank, a 
condition which is normally accompanied by easy money 
conditions.

The liquidation of the stock market in the last two 
weeks of the month and the accompanying movement of 
brokers loans was not a factor making directly for easier 
money, for, as has been indicated above, the net result 
of the changes in brokers loans was to increase rather 
than to diminish the call upon bank funds, and the banks 
were able to meet the huge additional demand for credit 
only by reason of large security purchases by the Fed­
eral Reserve Banks and an increase in their rediscounts. 
So that at the end of the month the borrowings of the 
New York City banks were $170,000,000 compared with 
$63,000,000 in the early part of the month, and the dis­
counts of the Federal Reserve System were $990,000,000 
compared with $930,000,000 earlier in the month.

Two accompaniments of the easing tendency in inter­
est rates have been the recovery in bond prices which 
has raised representative averages about one point, 
and a vigorous recovery in foreign exchange rates. The 
recovery in exchange rates has been comparable writh 
that which occurred in the late summer of 1927. On both 
occasions the principal European exchanges rose rapidly 
from quotations which were close to the points at which 
gold tended to move into the United States to quotations 
close to, if not actually above, the gold export points. In 
fact, in the case of the French exchange the quotations 
have recently been such as to show a slight profit in gold 
exports and a small amount of gold has moved from 
New York to Paris. Both in 1927 and during the past 
month this vigorous recovery in the exchanges has ap­
peared to reflect a movement of funds from New York 
to the principal European centers, largely in response 
to a differential in money rates between New York and 
those centers, though in the recent instance it has also 
accompanied a liquidation in the stock market.

B il l  M a r k e t

During the first part of October, seasonal drawings of 
bills increased the supply in dealers’ hands very sub­

stantially, and although the investment demand also rose 
materially, dealers’ aggregate purchases exceeded their 
sales. As open market portfolios of bills already were 
large, the excess of supply over the demand was offered 
to the Reserve System. The development of easier money 
conditions, however, allowed the dealers to carry an in­
creasing proportion of their portfolios outside the Re­
serve Bank.

The continuance of relatively easy money conditions 
throughout the balance of the month was accompanied 
by a large increase in the investment demand, both local 
and foreign, and as dealers’ purchases of new bills were 
materially reduced, supplies of bills on hand declined to 
a total between one-third and one-half the volume at the 
opening of the month. In an effort to replenish their 
portfolios, the dealers made four successive reductions 
in their rates, a total decrease of % per cent between 
October 22 and 29, bringing the offering level for 30 to 
90 day unindorsed bills to 4% per cent, the lowest level 
since January 3 of this year. Offering rates for four 
months bills also showed a decline of % per cent to 4% 
per cent, and 5 and 6 months bills a reduction of % per 
cent to 4% per cent.

A further increase of $72,000,000 in the volume of 
bankers acceptances outstanding occurred during Sep­
tember. The total of $1,272,000,000 on September 30 was 
within $12,000,000 of the peak of outstanding dollar ac­
ceptance credits, reached at the end of December 1928, 
and was $268,000,000 larger than the total for September 
of last year and $408,000,000 above the outstandings of 
September 1927. Acceptances based on goods stored in or 
shipped between foreign countries again showed a larger 
increase than any other class, and it is this type of ac­
ceptance financing that accounts for the larger part of 
the increase in total outstandings over a year ago.

C o m m e r c ia l  P aper  M a r k e t

Accompanying the lower rates prevailing on stock ex­
change security loans, some revival of the bank invest­
ment demand for open market commercial paper oc­
curred after the first week of October. Better buying 
was reported as coming from banks in the Middle West, 
Southwest, and in New England; and in the New York 
market there were larger orders reported for the account 
of out-of-town correspondents than in some months. The 
rate for prime names declined slightly during the latter 
part of the month to a range of 6-61/4 per cent, as against 
the 6% per cent rate prevailing when bank investment 
demand was least active. Even at the slightly lower 
rate level, the amount of new paper being created by 
commercial and industrial concerns remained of rather 
small proportions, and dealers indicated that they were 
more desirous of acquiring additional paper than they 
had been in some time.

During September, the amount of commercial paper 
outstanding through 23 firms declined 1 per cent to 
$265,000,000 on the 30th. This amount is 38 per cent 
less than the outstandings at the end of September of 
last year.
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F o r m  N o . 131

ice Correspondence FEDERAL RESERVE 
BOARD

To | | « . # ti ■ ^  ■■ i  ■■ - *■- ■ —- Mr. OoiBlnpi Subject;.

From Mr. 8^a&

« ii le  oertai* lafomatloa regarding holding of Ifcderal Intermediate 
credit btotesdabentttree and federal laad bank bonds, t i  m il as b ills  dis­
counted for J»deral Intermediate credit baaka.is ehoan la  tha Board*a 
ft i f  si Bsport It is probably not In sooh fom as to readily serfe tha pui  ̂
oosaa you ha is ia mind. I the ra fora had the two attached stateaemte prepared 
thowing this information at the end of each moath from January 19-?S to Uaroh
1930.
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TOJEBlL BSSIRVE BAKU BOLDIStJS 07 FIDSJUU irTHtttDHTE CREDIT BANK 
0SBSBTDBSS W >Tim & M XS  B *K  BOHPS, iS IBS jK ©  OF 

tkCE HOOTS S IK I  JAHUAHT 192s

FEDBEiL IlCISRiCOUtt' CEID If BAST DEBM TOHSS

ilTotal _

Hew
Tork

Chicago
Minx*.

aapolis
fount.
City Balias

' San
Francisco

1920
January 500

(In thousands of

aw —

dollars)

500
February 1,000 v - - 1,000 - - •

March 990 / - • 990 - • -

April 990 / - - 990 - • -

Ifey 990 J - 990 - — -
June ^90 y - - *»90 • _
July **90 ' - 1*90 • - —
August 990 y 500 - >*90 - - “ j
September 1.050 - 500 - 3tO00
October 3.700 200 - 500 - 3r000 -

Sovetaber U .200 200 - 500 - 3.500 -
December 9.825 v - - 1.575 1.500 6,500 250

1929

January
February
March
A pril
Ifay
June
July
August
September
October
Wovember
December

1930

9,025'
10,250y
6, S ^

6.965* 
7 . ^ 5  

12,165 
10,150 / 
15,800 - 
15,100 v
ij.go*

2*. 650 /

2.095 " 
1 , U 6 5 ^  
1,9 15 x  
U,gi5 ^ 
2,60c ^ 

12,050 
11,350 
10,750 
M 5 Q  
2,650

500
500
500

✓

775 <  
2,000 ̂  
2,000 ^  

2,000 
2,000 
3.850 
3.600 
3.750
3.250

3.250
3.250

1,500 ̂  
1 , 5 0 0 ^  
1.500 ^  
1 .500^  
1,500 l- 
1,500 ^  
1,500 ^

6.000 750
6.000 u  750

1,250
1 ,2 5 0 ^  750
1 ,250^  750 
1 .250^; 750 
1,250 ^  1,200

LS

January
February
March

5.0C0
U,3oo

5.000" -
^.300 ^  -

F1SOTUX SAID BANK BOtfDS

* -
-

1btal V<IY
York

Fhila-j
delphia]

Cleve­
land Chicago

1929
h&*>Oc tober

9,500y
1,60© 1,000 1,500 1.500

November 1,000 U .500 1,000 1.500 1.500
December 9,500* 1,000 >*.500 1,000 1,500 1.500

1920
January 7,1400 J s.uoo 1,000 1.500 1,500
February s.750' 1,000 6.750 1,000 • •
March 8.750V 1,000 6.750 1,000 - -
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J'

B o u rn s  or

H U B  KSOOSKBD BT ItOIBU. U S IB «  BAK3 JOB ROSHAL Iire»£*DIATl CSKBlf BAK3

a  m o t  iA08 w>ia5«»0B jaiuabt -  192s

192* .....J TOTAL (Atlanta .It. Jkrais..; MioaMPoU* Kansas City S«a Francisco

Janm ry 783 .
(In thousands of dollars;
123 600

W o b f X W K t f 57 * 5? m «* *»
March 252 2*5 7 m -
April 57* 5̂ 5 7 • m -

Hay 107 100 7 — mm
i w m U12 . 7 - - ^05
Jmly 962 60 7 «• 7**5 150

2.826 - 1,8>*6 980 •»

September 6.136 200 «w 1 .6 2 7 3.**78 031
October 11.7 0 0 2tt «» 1.298 8.873 1,28§
VoYMiber 11 ,8 7 2 906 - 683 9.167 1 ,1 1 6
Deot®ber 12.6U1 1 .1 5 0 500 9.137 1 , 85*

1222_ . I.AVlsaSfc Klnn»*poU»l t lM l Cityl OallM I S*n JTaneiteo

Jamaary 1 5 ,0%1 too 375 8,997 o£. 0if 5.269
february 12 ,22 2 200 205 7.309 >■- 6.508
March 13.337 2,636 7.225 • 3.H76
April 9.388 1,300 - *.675 — 3, *13

il** 3.*»1 500 602 •» 2.319
5.791 m - 990 24l U.560

July 5. *39 839 H91 H.109
August 1.593 m i* 1 ,1 5 2 Wtl -

Septeober
October

*.355
3.1&

2,000 
2 , *05

1.033
755

lto
«•

1,182

loTeaber 8.332 • • 920 V» 1.H12
December 1,09* 200 *# 333 ** 561

iqio

Jacu]
Tcbrm
lUroh i.0%3 600 Ul»3

January 1.010 365 6)15
febrraary 2^0 350

miSIOS Of BAII OPIIATIOM 
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r
FEDERAL RESERVE BOARD

X-6556
WASHINGTON j )  £

A D D R E S S  O F F IC IA L  C O R R E S P O N D E N C E  T O
T H E  F E D E R A L  R E S E R V E  B O A R D  Mar C h  31, 1930.

SUBJECT; # Eevision of Open Market Procedure.

Dear Sir: g V

Under date o f January 23, 1930, a le tter/was addressed to each 
Federal reserve baiik advising o f adoption by the Board of a revision  of 
the open market procedure made e ffec tive  in A p ril, 1923. This le t te r  ex­
pressed the b e l ie f  o f the Board that the procedure adopted contained the 
essentials o f  a workable plan designed to give expression to the common 
interests o f the Federal reserve banks in matters o f open market policy  
and to provide a reasonable and practicab le  method fo r jo in t action. It  
requested, that a fte r  each bank had had time to consider the plan its  views 
thereon be forwarded to the Board.

On March 24th and 25th, a meeting was held fo r the consideration 
o f open market po licy  attended by representatives of the twelve Federal re 
serve banks. At the conclusion of the regular business, a thorough discus 
sion was had regarding open market procedure in the lig h t  of le tte rs  which 
had been received by the Board from the directors of eleven o f the Federal 
reserve banks. Following th is discussion the representatives o f the Fed­
eral reserve banks, with the Governor o f the Federal Reserve Board, were 
appointed a committee to prepare a further rev ision  of the plan acceptable 
to them. This revision  -was then thoroughly discussed by the Board and the 
represen Natives o f the Federal reserve banks, with the resu lt that some 
further changes were made.

1?he revised procedure in it s  f in a l form, copy o f which is  at­
tached, was unanimously agreed to by the representatives of the Federal 
reserve banks. It has since been considered by the Federal "Reserve Board 
and was adopted by the Board without change, to become e ffective  when ra t­
i f ie d  by the boards o f d irectors of the twelve Federal reserve banks. 
Please, therefore, submit the matter to the Board o f D irectors of your 
bank at it s  next meeting and advise the Board whether your directors Ac­
cept partic ipation  in the Open Market Po licy  Conference under the plan as 
revised.

In the Board’ s le t te r  o f January 23, 1930, i t  was pointed out 
that certain working arrangements which might be neceasary would best be 
determined by- the conference i t s e l f  when organized. In th is connection, 
the representatives of the Federal reserve banks at the meeting on March 
24th and 25th voted it  to be the sense of those present at the meeting 
that the representative of the Federal Heserve Bank o f few York on the 
Open Market Policy  Conference should be elected chairman fo r one year;
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that the Executive Committee, provided fo r in the procedure, should con­
s ist of the chairman and the representatives of the Federal Reserve Banks 
of Boston, Cleveland, Philadelphia and Chicago for one year; and that the 
conference adopt a p rincip le  o f reasonable rotation in the membership of 
the Executive Committee a fter the f i r s t  year.

By order of the Federal Reserve Board.

Very tru ly  yours,

E. M. McClelland, 
Assistant Secretary.

TO THE CHAIRMEN OF ALL FEDERAL RESERVE BANKS.

(Enclosure)
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X-6556-a

(Draft of open market procedure as revised at the meeting of the 
Federal Reserve Board with representatives of the 

Federal reserve hanks on March 25, 19130, 
and adopted by the Federal Re­

serve Board.)

"(I) The Open Market Investment Committee, as.at present constituted, is 
hereby discontinued and a new committee, voluntary in character, to be 
known as the Open Market Policy Conference, is set up in its place.

(2) The Open Market Policy Conference shall consist of a representative 
from each Federal Reserve Bank, designated by the Board of Directors of 
the bank.

(3) . The Conference shall meet with the Federal Reserve Board upon the 
call of the Governor of the Federal Reserve Board or the Chairman of the 
Executive Committee, after consultation with the Governor of the Federal 
Reserve Board.

(4) ' The function of the Open Market Policy Conference shall be to 
consider, develop and recommend xjolicies and plans with regard to open 
market operations.

(5) The time, character and volume of purchases and sales shall be 
governed with the view of accommodating commerce and business and with 
regard to their bearing upon the credit situation.

(6) The conclusions and/or recommendations of the Open Market Policy 
Conference, when approved by the Federal Reserve Board, shall be submitted 
to each Federal reserve bank for determination as to whether it will par­
ticipate in any purchases or sales recommended; any Federal reserve bank 
dissenting from the proposed policy shall be expected to acquaint the 
Federal Reserve Board and the Chairman of the Executive Committee with the 
reasons for its dissent.

(7) in Executive Committee of five shall be selected from and by the 
members of the Conference for a term of one year, with full power to act 
in the execution of the policies adopted by the Open Market Policy 
Conference and approved by the Federal Reserve Board, and to hold meetings 
with the Board as frequently as may be desirable.

(8) Each Federal Reserve Bank 'participating in the Open Market Policy 
Conference shall be 'considered as waiving none of its rights under the 
Federal Reserve Act; each Federal Reserve Bank shall have the right at its 
option to retire as a member of the Open Market Policy Conference, but each 
bank while a member of the Conference shall respect its Conference obli^L- 
tions.11
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Office Correspondence FEDERAL RESERVE 
BOARD

Date Feb. 15, 1950

To Subject:.

From Mr. HaraliBr
2—8495

Dear Mr. Smead:

In considering the recommendation that the earnings of all the 

hanks should he pooled, and that then a larger percentage should he 

divided hy way of dividends among the twelve hanks, I wish you would 

consider whether I am correct in the statement that oftentimes earnings 

are made, for example, hy the Federal Reserve Bank of Hew York which 

equitably should he credited to other hanks* For instance, if Dallas 

wished to increase' its discounts, and for that purpose sells Government 

securities, taking money out of the market, it does not accomplish its 

purpose directly, for the Government securities are sold in New York 

and the pressure there may hring ahout increased discounts at New York 

to the profit of the Federal Reserve Bank of New York, hut does not 

immediately affect the earnings of the Dallas Bank.

If this is sound, can you think of any other instance where earnings 

of one hank, in equity, should he credited to other FederaL reserve hanks?

Sincerely yours,
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FEDERAL RESERVE BOARD A ^

/

WASHINGTON

A D D R E S S  O FFIC IA L, C O R R E S P O N D E N C E  T O  a  A O  A
T H E  FED ER AL. R E S E R V E  B O A R D  X — 6 4 8 4 :

Janpary 23, 1930.

SUBJECT: Open Market Procedure.

Dear S ir :

This le tte r  invites the attention of your hank to 
changes which the Federal Reserve Board, a fte r prolonged con­
sideration of the matter/has concluded should he made in the 
existing procedure governing open market operations.

It may he reca lled  that it  was in A p ril, 1923, that 
the present procedure with regard to open market operations was 
adopted. In the preceding year many of the reserve hanks, in  
order to maintain p o rtfo lio s  of earning assets, entered the mar­
ket on their own separate accounts to purchase United States 
Government securities, without much regard to the e ffects  of 
their operations on the market for Government securities or on 
credit conditions. It  was found necessary, in  consequence, to 
give to open market operations a status which recognized their 
credit e ffec ts  and economic consequences and also their e ffec ts  
on the position  of each Federal reserve hank.

A copy of the Board's resolution containing an outline 
of the procedure adopted in 1923 is  herewith enclosed. Under 
this procedure the princip le  governing open market operations 
was defined and its  application and practice le f t  to a Committee 
consisting of fiv e  reserve hanks acting under the general super­
v is ion  o f the Federal Reserve Board.

The princip le  was stated as fo llow s:

’’That the time, manner, character and volume of 
open market investments purchased hy Federal reserve 
hanks he governed with primary regard to the accommo­
dation of commerce and business, and to the e ffect of 
such purchases or sales on the general credit situa­
t io n .”

The five  banks constituting the Open Market Investment Committee 
were the follow ing:

Federal Reserve Bank of Boston 
Federal Reserve Bank of Hew York 
Federal Reserve Bank of Philadelphia  
Federal Reserve Bank of Cleveland 
Federal Reserve Bank of Chicago.
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X-6484

Although the necessity of giving to open market opera­
tions a System status was recognized in 1923, it was not then 
foreseen how much use would he made of the open market operation 
as an instrument of Federal reserve credit policy. As a matter 
of fact, frequent resort has been taken to open market operations - 
either by purchase or sale of United States Government securities - 
as a mode of policy in the five years following the 1923 arrange­
ments.

The experience of this period shows that the open market 
operation, when involving other than trifling amounts, may be of 
first-rate importance in altering credit conditions even when 
viewed on a national scale.

It is not surprising, therefore, that suggestions should 
have been made that the System character of open market operations 
should be fully recognized by having all twelve Federal reserve 
banks, instead of five as at present, represented! in the shaping 
of open market policy. Views to this effect have been expressed 
informally by reserve banks not included in the existing set-up, 
and formally by the Federal Advisory Council in the following recom­
mendation adopted in September, 1928:

’’The Federal Advisory Council without 
any intention of criticising the present 
arrangements but in order that all governors 
of the Federal reserve banks may participate 
in the discussions leading up to actions of 
the Open Market Committee suggests to the 
Federal Reserve Board to consider the advis­
ability of having the membership of the Open 
Market Committee consist of all the governors 
of the Federal reserve banks with an executive 
committee con^osed of five members with full 
power to act.”

For the reasons briefly set forth above, the Board has 
drawn up a revision of the 1923 open market procedure, which em­
bodies a fuller recognition of the joint interest and responsi­
bility of the Federal reserve banks and the Federal Reserve Board 
in the matter of open market policy. The elements of this pro­
cedure are contained in a memorandum adopted by the Federal Reserve 
Board reading as follows:

”(l) The Open Market Investment Committee, as .̂t present , 
constituted, to be discontinued and a new committee, to be known j  
as the Open Market Policy Conference, to be set up in its place. f

(2) Each Federal reserve bank to be represented on the 
Open Market Policy Conference.

-  2 -
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X-6484

- 3 ~

(3) The Conference to meet with the Federal Reserve Board 
at such times as nay "be arranged "by or with the Board.

(4) The function of the Open Market Policy Conference to be 
to consider, develop and recommend plans with regard to the pur­
chase or sale of securities in the open market.

(5) Hie time, character and volume of such purchases and 
sales to be governed with the view of accommodating commerce and 
business and with regard to their bearing upon the credit situa­
tion.

(S) The conclusions and/or recommendations of the Open 
Market Policy Conference to be submitted to each of the Federal 
reserve banks and to the Federal Reserve Board for consideration 
and/or action.

(7) A  committee to be known as the Open Market Executive 
Committee to be constituted for the purpose of executing such 
purchases and sales of securities as have been approved by Fed­
eral reserve banks and the Federal Reserve Board.”

Such further working arrangements as may be found neces­
sary to make the above outlined plan operative will, in the opinion 
of the Board, best be determined by the Conference itself when it 
is organized.

The Board believes that the above procedure contains the 
essentials of a workable plan designed to give expression to the 
common interest of the Federal reserve banks in matters of open 
market policy and to provide, a reasonable and practicable method 
for joint action. After your bank has had time to consider the 
plan, the Board will welcome ah expression of your views.

By order o f the Federal Reserve Board.

Very tru ly  yours,

E. M. McClelland, 
Assistant Secretary.

20 CH&IRMEN OF L LL x \ R. BANKS.
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X-4586

RESOLUTIONS APPROVED ET FEDERAL RESERVE BOARD AT 

MEETING- ON MAHCH 22, 1923.

MWhereas the Federal Reserve Board, under the powers given it  
in Sections 13 and 14 of the Federal Reservo Act, has authority to 
lim it and otherwise determine the securities and investments purchased 
by Federal reserve banks;

Whereas the Federal Reserve Board has never prescribed any lim ita­
tion upon open market purchases by Federal reserve banks;

Whereas the amount, time, character, and manner of such purchases 
may exercise an important influence upon the money market;

Whereas an open market investment policy  fo r the twelve banks 
composing the Federal reserve system is  necessary in the in terest of 
the maintenance o f a good relationship between the discount and pur­
chase operations of the Federal reserve banks and the general money 
market;

Whereas heavy investments in United States securities, particu­
la r ly  short-dated ce rtific a te  issues, have occasioned embarrassment to 
the Treasury in ascertaining the true condition of the money and invest­
ment markets from time to time,

THEREFORE, Be Jt Resolved, That the Federal Reserve Board, in the 
exercise of i t s  powers under the Federal Reserve Act, lay  down and adopt 
the follow ing princip les with respect to open market investment operations 
of the Federal reserve banks, to-w it;

(1 ) That the time, manner, character, and volume of open market 
investments purchased by Federal reserve banks be governed with primary 
regard to the accommodation of commerce and business and to the effect  
of such purchases or sales on the general credit situation*

(2 ) That in making the selection of open market purchases, care­
fu l regard be always given to the bearing of purchases of United States 
government securities, especia lly  the short-dated issues, upon the mar­
ket fo r such secu rities, and that open market purchases be prim arily  
commercial investments, except that Treasury ce rtifica tes  be dealt in, 
as at present, under so -ca lled  11 Repur chase1' agreement.

Be It  Further Hesolved, That on and a fte r A pril 1, 1923, the 
present Committee of G-overnors on Centralized Execution of Purchases 
and Sales of Government Securities be discontinued, and be superseded 
by a new committee known as the Open Market Investment Committee fo r  
the Federal Reserve System, said Committee to consist of fiv e  repre­
sentatives fnom the reserve banks and to be under the general‘ super­
vision of tha Federal Reserve Boards and that it  be the duty of th is  
Committee to devise and recommend plans fo r the purchase, sale and 
d istribution  of the open market purchases o f the Federal reserve  
banks in accordance with the above princip les and such regulations  
as may from time to time be la id  down by the Federal Reserve Board.11
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RESERVE
ARDoffice Correspondence

T o ________All Members of the B oard.__  Subject

La ce January 13, 193)

From Mr. McClelland.

At the meeting this moaning there' was ordered circulated the 
attached memorandum dated January 13/from the Director of the Div*" 
ision of an inquiry made ^ f r .
Miller at the meeti 
open market operati 
counts of member be

Governor Jo\xog
Mr. Pole 
Mr. Platt

on January 3, as to the effect of & $oli 
i&8 haying f.or„jLfaB..objective the ^ptfpiag of dis­

own to 1500,000,000,

Please circulate promptly aria return to the Secretary*s Office.
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Office Correspondence
u

FEDERAL RESERVE 
BOARD

Date__January 11,_1330

To_______Federal Reserve Board Subject:

From Mr. Croldenweise
2—8496

In response to Dr. Miller1s request that 1 give the Board a statement 

as to the effect of a policy of open market operations having for its 

objective the keeping of discounts of member banks down to $500,000,000, I 

submit the following.

Discounts for member banks on January 8 were $568,000,000 and they are 

likely to be below $500,000,000 before the end of this month. The question 

raised, therefore, is whether they should be kept at or near that level 

through the purchase of securities to offset gold exports, if any, or through 

the sale of securities in case there is a further downward movement in dis­

counts caused by a return flow of currency, by a decline in member bank bal­

ances, or from some other cause,

I am not sure that I clearly understand the question. It would seem 

that the system‘s objective is not the maintenance of a given level of dis­

counts, but the maintenance of conditions in the money market that appear 

desirable in view of the prevailing credit and business situation. In the 

long run a policy of not allowing discounts to rise above $500,000,000 would 

mean that increases in the demand for reserve bank credit arising from pos­

sible gold exports, from an increase in the demand for currency, or from an

/y\
increase in member bank reserve requirements would all three be net entirely 

through the purchase of securities or acceptances by the Federal reserve 

banks. If the demand for reserve bank credit were to come from the increase 

in reserve requirements of member banks, it is likely to indicate a rapid 

growth of bank credit and may mean that the Federal reserve system would wish
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.Federal Eeserve Board -  #2 January 11. 1930

to have tha member banks sufficiently in dabt to restrain the growth. In 

that ease maintaining discounts at a given level would not be consistent 

with the system1 s objective*

In the immediate future, however, the principal source of demand for 

additional reserve bank credit is likely to be caused by gold exports, and 

perhaps the Board1 s inquiry is primarily intended to throw light on the 

question of the effect of replacing such exports by the purchase of securi­

ties* Broadly speaking, the effect would be to counteract the tightening 

effect of the exports and, therefore, encourage their continuance And to 

accelerate the using up of the free gold available in this country. Whether 

it would mean also to encourage undue expansion of credit would depend on 

other elements in the situation. The effect of such a policy abroad would

\be to encourage further takings of gold from the United States and to enable 

foreign central banks to adopt easier money policies.
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F o r m  N o . 131

Office Correspon ience FEDERAL RESERVE 
BOARD

%%2-l

î atR January 7, 1950

To______ Mro Smead.________ _________ Subject:

F r o m ___ Mre Scjidder_________ _scjac

4 «i o 2—8495

,j$r„ Inge of the Federal Reserve Bank of New York recently 
'phoned uâ  jsking whether or not we could furnish him by telephone on 
Thursdays fit 2:30 P. soon as available ̂ hereafter, the weekly
statement ilgures for discounts, acceptances and U. S, securities for 
eaqh Federal Reserve Bank and total bills and securities for the Systemo 
Se stated the figures are desired by the ojDgn market injj,is4wient cqaiBJjttee 
in connection with their work and at. present time are not received until 
Friday morning*

The above request is submitted for your approval,.
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]*’orm No. 131

Office Correspondence
To__ Mr* Goldenweiser, ___

From Mr• McGlsll&ndt

FEDERAL RESERVE 
BOARD

Subject:

Date January 3,

E E C ;I5 IN

AUG 2  9  1 9 4 9

*

At the meeting of tlie Board this morning, it was suggested by Mr* 
Hamlin that you furnish to the Board in the form of a memorandum, the figures 
presented by you at the meeting regarding bank credit*

It was also requested by Dr* Miller that you give the Board & 
statement as to the effect of a policy of open market operations having for its 
objective the keeping of discounts of member banks down to #500,000,000
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P : ) m  N o . iS i .
A FEDERAL RESERVEOthce Correspondence BOARD . ■■

1929

To federal Beserve Board_____________  Subject:_BroadeningjofBill Market

From„ Mr. McClelland.

The Secretary1s minutes of the recent Conference of Governors contain 
the following report with respect to the Conference’s consideration of the 
subject of the broadening of the hill market:

MA  general discussion participated in by all of the Governors 
present brought out the fact that although more or less successful 
attempts had been made in several of the districts to bring about 
a broader distribution of bills, in most of the districts the 
attempts have been discouraging. A broad survey of the experience 
of the last ten or twelve years shows that there has never been a 
true bill market in this country but that it has been sustained 
largely by the Federal Reserve Banks and by the foreign central 
banks investing through the Federal Reserve System, and that it is 
probable much of the buying of bills through other sources is also 
for the account of foreign banks.

There was a general discussion as to the desirability of re­
discounting bills offered by member banks and the right of a Federal 
Reserve Bank to refuse such rediscounts. It appeared that some of 
the reserve banks, including New York and Boston, had recently 
rediscounted a small amount of bills for their member banks, the 
offerings being made, undoubtedly, as a result of the discount 
rates being lower than the bill rate.

* * * * * * * * * * * *

While it was the consensus of opinion of the Governors present 
that the development of an American bill market is desirable, as 
brought out in the discussions under preceding topics, it appeared 
to be the sense of the conference that there is little else that the 
Federal Reserve Banks can do under existing conditions to facilitate 
a broader distribution of bills.

Governor Talley read a memorandum prepared by him and submitted 
to the Board of Directors of the Federal Reserve Bank of Dallas on 
October 7, 1927. Inasmuch as this memorandum sets forth in a concise 
way a sound policy with respect to developing a broader bill market, 
it was ordered made a part of the minutes of this conference.M

The memorandum of Governor Talley, referred to above, has previously been 
brought to the attention of the Board, but is attached hereto as a matter of

1 information.

//'

.....Y c j & J .................

AT BOARD MEETING!

MAY 2 3  1929
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I

BBC£DWiim EBB BILL MfiJESOT

Id. order to broaden the b ill market ia this country., !•; seeo# 

quite essential that each Federal reserve bank should give care fat eonsid* 

eration to the question of developing a isarket in ita own d istrict s b^t 

a sustained e ffo rt in that direction w ill be necessary in order to aeeoet> 

plish the desired resulto Many member banks now carry a portfolio of 

liquid short-time investments as a secondary reserve during a ll  or part 

of each year*, and very lik e ly  many others would do so if the numerous 

advantages were pointed out and explained . The result would be that the 

position of each, bank which adopted that policy would be greatly strengthen* 

ed > and consequently the general banking situation In each d istrict would 

probably re flect a substantial and steady improvement Q

V ery l i t t le  educational w ot*: should be necessary in connection 

with banks which make a practice o f carrying a secondary reserve of Govern* 

ment securities> commercial paper and high grade municipal,, industrial or 

utility bonds, for they should be easily induced to include bankers ^ccepv- 

ances in their Investments, if the advantages of a diversified secondary 

reserve were explained* I t  is lik e ly  that a large number o f banks which 

have not made a practice o f maintaining a secondary reserve can be sold on 

the idea o f purchasing bankers acceptances and other short-time obligations 

when in funds, i f  the matter Is properly presented to theab On account o f 

existing high ratesv the time is  more propitious to Interest banks in the 

purchase o f acceptances than I t  has been fo r several years ,

Interior banks in  sons d istricts are not disposed to carry as 

* -A*ge balances as foraerly with e ity  correspondents ̂ ^  *?
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increasing inclination. to Mike outside investments with funds w^tab 

were prevlousl? acetMulated in reserre city banks^ the reasons being-, 

of course, that the tendency of member hanks is to confine their borrow­

ings to .federal reserve banks m o m  and more each year, and that earnings 

on such investments range from J #  to as coirpared to interest on bank 

balances ranging from 2fjt to Th» return on hills 1m s  coiBparsd favor­

ably for several :?ears with the yield on short-time Government securities 

and although rates on coianercial paper are usually higher than rates on 

acceptances,, san*:? banks feel that they can invest more heavily in tills 

on account of their greater liquidity„ than in cosmsrcial paper, and 

have found that the return on the larger investment in bills purchased 

at a lover rate w ill approximately equal the return on the smaller invest­

ment in commercial paper at a higher rate® 4  gn&at many banks sates *t 

practice o f buying only endorsed b ills  , so in c:se funds are needed be­

fore maturity they can be sold in the market or to a Federal reserve 

hank without assuming any lia b ility  on the hills 9 whereas in order to 

realize upon commercial paper a bank has to endorse and rediscount it9 

or borrow against its  own promissory note. usin»; the paper as cdllateraln 

I t  is  less trouble for member banks to s e ll prtae b ills  than to prepare 

and submit rediscount offerings o f receivableso In addition, banks fe e l 

that they can safely depend upon receiving credit on the date funds are 

seeded for the fu ll amount o f acceptances offered, whereas on account o f 

rejections9 eftc»9 they are not always sure o f promptly receiving the 

desired amount o f credit on paper offered for rediscount0 Furthermore,, 

member banks know that usually they can obtain funds at lower rates through
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the sal© o f b ills  than by rediscounting paper,

Experience proves that as basks which formerly were heavy season- 

al borrowers realize the importance o f carrying a secondary reserve and, 

begin to accumulate bills^, that they gradually disappear from the borrowing 

class, or borrow only for seasonal purposes in reasonable amounts. The 

amount o f credit extended to member banks by this bank through the purchase 

o f acceptances» as compared to the amount o f receivables re discountedis 

increasing each year0 Banks that have tested the wisdom o f buying and 

carrying b ills  have been disposed to freely discuss the plan with other 

bankers P and in that way the number o f b ill purchasers has gradually 

increased lfeny banks have also recommended to customers seeking short- 

tins investments, the purchase o f acceptanceso

Same o f the large o ity banks have spade arrangements to carry a 

portfolio  o f prime b ills  fo r the purpose o f selling them to interi©r^et5r- 

respondents seeking investments, making the eustoaary handling Charge for 

the service* In that way the larger banks are able to partia lly offset 

the decrease in  their earnings by reason o f the decline in the leve l o f 

bank balances carried with them9 and at the same time render their corres­

pondents a satisfactory service, thereby continuing the desired contact 

and relationship with such banks. A few o f the larger banks which formerly 

made & practice o f carrying their own acceptances when in funds D have 

adopted a policy o f selling them as soon as created and o f purchasing other 

prime b ills* which can be used in f ill in g  orders o f in terior correspondents 

In broadening the market the support and aid o f responsible and 

well established b il l  dealers should be obtained,, but i f  there are no

/
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dealers in a district;, it might be possible to interest so is© responsible 

and well knows investment houses in adding the distribution of bill® to 

their other activities* To get the work started, each Federal reserve 

bank night offar to buy print bills for the account of msmber banks where
j

there are no established dealers Dealers are indispensable in the 

development and maintenance of a bill market and therefore reserve banks 

should not attempt to take their place entirely or permanently Reserve 

banks, however, should support the market in every proper way by extend­

ing a reasonable amount of assistance to dealers in carrying a portfolio; 

and by readily buying bills (preferably short maturities) from member 

banks which find that funds are required for seasonal purposes before 

their bills mature« In cases where reserve banks are carrying bills for 

dealers under sales contract pending their distribution to the market, 

those dealers should be given an opportunity to fill orders which the 

reserve banks themselves receive from member hanks* Dealers desiring to 

do so may make arrangements with drawers of bills to purchase them before 

or after acceptances also with accepting banks to purchase their bills as 

soon as accepted9 and in that way keep a fairly satisfactory supply on 

hand with which to fill orders Reserve banks *&ght find it necessary to 

take an active part in the distribution of bills for two or three years 

by making purchases for member banksp but as the demand for bills increases 

and as dealers become better known and established, it is quite natural 

to assume that the business will naturally gravitate more and more to 

dealers0 thus permitting reserve banks to occupy their natural and proper 

place There might be some objection to the idea of reserve basks
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L

«•§«»

actively engaging in the distribution of M i l s  in the manner outlined r 

but that practice seems to be more desirable for a short time than to 

be called upon indefinitely to carry such a large portion of the total 

bills outstanding*

In order to lessen the demand upon Federal reserve banks to 

purchase and carry such a substantial amount of the acceptances which are 

outstanding^ some consideration might be given to the matter of establish 

ing a policy which will make it as or more attractive for dealers and invest 

ing member banks to sell their bills ia the open market than to reserve 

bankSo It might be practical, instead of fixing minimum or effective 

buying rates a to make purchases at rates slightly in excess of those at 

which bills are sold in the market on the date they are offered to a reserve 

banka adjusting rates from day to day to meet existing conditions

The advantages of carrying a secondary reserve (including bankers 

acceptances) can be explained by officials and field representatives of 

reserve banks who call upon member banks 9 or during discussions with member 

bankers calling upon them9 also in magazine articles 9 talks before bankers 

meetings and through correspondence, and the facilities of reserve banks 

in making purchases of bills can be offered o

Many states now limit the classes of securities in which savings 

deposits and insurance reserves nay be invested and which are acceptable 

as collateral to secure deposits of public funds In districts where 

acceptances are purchased freely it has been possible to secure legisla­

tion to permit savings banks and insurance companies to Invest in bankers 

acceptances and to permit state and county officials to accept prime bills
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as seourity fo r deposits o f public funds This has had ths e ffect o f 

increasing ths demand for prime b ills ,

Szperienee has thoroughly demonstrated that a national h il l  

market w ill not develop o f its  om aecorft and since the creation and wide 

distribution o f pr£n» b ills  is  very important to accepting bankse dealers, 

member banks and other investors, as v e il as reserfs banks, i t  w ill be 

necessary for a ll those groups to cooperate fo lly  in order that a proper 

and satisfactory market in this country may be developed and Maintained.

Accepting banks should be interested so their b ills , as soon as createds 

nay be readily Marketed at satisfactory rates outside o f reserve banks, 

and an obligation undoubtedly rests upon that group to support a move-
#

ment to develop a broad and steady markets Dealers should be interested 

in order to Increase their turnover o f b ills  with a corresponding increase 

in earnings and also in order that they w ill not have to depend so largely 

upon reserve banks for assistance in adjusting their portfoliose Ifember 

banks and other investors should be interested in seeing that there is  a 

satisfactory supply o f b ills  available at a l l  tines in which to invest 

temporarily id le fundsD and reserve banks Aould be Interested in being 

relieved o f the necessity o f supporting the b il l  market as extensively as 

in the paste, and for the further reason that as osmber banks become sub** j
' ■ -j

stantial purchasers o f liquid short-time investments such as prise b ills 0 J

ths general banking situation throughout the country w ill steadily improver
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federal RESERVE board

Office Correspondence FEDERAL RESERVE 
BOARD

Date August 13. 1928.

To ___ Governor Yrvuag

From___Mr. Van Fossen

In accordance with your request to Mr. Smead, we have
prepared the attached tables in regard to purchases and sales of United 
States securities by the Federal Reserve Bank of Chicago from July to 
December 31* 1927. as follows:

1. A statement showing the anount of United States
securities purchased each month under repurchase 
agreement and bought outright, excluding securities 
held in the System’s Special Investment Account.

2. A statement showing dates on which securities purchased
outright were acquired and from whom purchased.

3. A statement showing dates on which securities other
than those bought under repurchase agreement were 
sold, together with the name of the purchaser.

All the securities purchased under repurchase agreement 
were acquired from the following dealers:

C. F. Childs & Company, Chicago 
First National Corporation, Chicago 
Salomon Brothers & Hutsler, Chicago 
First National Company, Detroit.
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UNITED STATES SECURITIES PURCHASED BY THE FEDERAL RESERVE BANK OF CHICAGO FROM JULY 1 TO
DECEMBER 31, 1927.

(Exclusive of securities held in the System^ Special Investment Account)

July August September October November December

Certificates of Indebtedness 
Treasury Notes 
liberty bonds

Securities Bought Under Repurchase Agreement

$2,695,000 $91+5,000 $910,000 $3,1*05,000 $5,01+8,500 
2,669,500 2,255,000 15.73>+, 750 1 1,730,000 2,590,000 
9,51+3,050 15,090,000 10,655,000 5,180,000 1 ,1+95,000

$7 ,295,000
8,620,000
2,930,000

Total l1*, 907,550 18,290,000 27,299.750 20,315.000 9.133,500 18,8^5,000

Liberty Bonds 
Treasury Notes 
Temporary Certificates 
Other Ceftificates

1 ,000,000

Securities Bought Outright

3,000,000
2,508,300 

1+5,000,000 * 
tm  mm

950,000
2,750,000

2 11,500,000*
502,300

19,500,000 *

Tot al 1 ,000,000 3 ,000,000 1+7.508.300 215,702,300 19,500,000

*One day certificates purchases from the Treasury Department•

Reproduced 
from 

the 
Unclassified I Declassified 

Holdings 
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National Archives
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SECURITIES BOUGHT OUTRIGHT BY THE FEDERAL RESERVE BANK OF CHICAGO 
FROM JULY 1 TO DECEMBER 31. 1927

Date Purchased from Class Amount

July 15 First National Corporation, Chicago 2d L, L. Bonds $1 ,000,000
Aug. 1 do do 500,000

4 do do 500,000
9 C. F. Childs & C ompany, Chicago do 1 ,000,000

19 do do 1 ,000,000
Sept.15 Allotted - new issue Treas. notes 8,300

15 U. S. Treasury Temp. C. of I. 31,000,000
16 do do 1^,000,000
28 C, F. Childs & Company Treas. notes 1 ,500,000
28 First National Corporation, Chicago do 1 ,000,000

Nov. 4 do do 1 ,250,000
k C. F, Childs and Company do 500,000

12 Wm. H, Colvin 3d L. L. Bonds 950,000
l k System Special Invest. Account. Treas. notes 1 ,000,000
15 First National Corp. Chicago Certif. of Ind. 500,000
15 Allotted - new issue do 2,300
15 U, S. Treasury Temp. C. of I,.10,000,000
16 do do 16,500,000
17 do do 29,500,000
18 do do 20,500,000
19 do do 30,000,000
21 do do 1 5,000,000
22 do do 20,000,000
23 do do 2^,000,000
25 do do 12,000,000
26 do do 15,000,000
28 do do 19,000,000

Dec, !3 do do 17,000,000
16 do do 2,500,000
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SECURITIES SOLD BY THE FEDERAL RESERVE BANK OF CHICAGO FROM JULY 1 TO

DECEMBER 31, 192?.

(Exclusive of securities held under repurchase agreement)

Date Sold to Class Amount

July 20 U. S. Treasury 2d L.L. Bonds $1 ,000,000
Aug. 9 not stated do 1 ,000,000

12 not stated do 1 ,000,000
23 not stated do 1,000 ,000

Sept. 15 Mrs. J. S. Nic&ols, Chicago Treas. notes 2,000
30 System Special Investment account do 2,500,000

Oct. 25 Green Lake State Bank, Wise. da 2,000
26 Q^ieen James, Lagrange, 111. do 500

Nov. 7 Northwestern Mut. Life Ins. Co., Milwaukee do 1 ,750,000
8 Fayette Bank & Tr. Co., Connersville, Ind. do 500
S Bank of Cambridge, fisc. do 600
9 Calumet National Bank, Chicago do 1,000

10 C. F. Childs & Company, Chicago do 700
10 Sioux National Bank, Sioux City do 1,000
lU System Special Inv. Account 3d L.L.Bonds 950,000

First National Corpn., Chicago Treasury notes 1 ,000,000
lb Illinois Merchants Tr. Co., Chicago C. of Ind. 2,300
16 System Special Invest. Account do 500,000

NOTE; Temporary certificates of indebtedness issued by the U. S. Treasury amounting 
to $1+5,000,000 in September, $211,500,000 in November, and $19,500,000 
in December, were redeemed on the first business day following their 
issuance.
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FEDERAL INTERMEDIATE CREDIT BANK DEBENTURES PURCHASED BY FEDERAL RESERVE BANKS SINCE JULY 1, 1928.

federal
Reserve

Bank
.

Amount
Maturity

date

Debentures of 
Federal Inter­
mediate Credit 
bank of -

From whom purchased -

New York 
August 15 
August 15 
September 15

$300,000
200,000
550,000

10-15-28
10-15-28

1-15-29

Spokane 
Berkeley 
New Orleans

Treasury D«pt., a/c F.I.Or.Bank Debentures 
Treasury Dept., a/c F. I.Cr.Bank Debentures 
Federal Land Banks, C. E. Lobell, Fiscal Agent

Minneapolis 
September 15 500,000 2-15-29 St. Paul Federal Intermediate Credit Bank, St. Pau}

Houston Branch 
September 7 

15
1 ,000,000
2 ,000,000

12-15-28
12-15-28

Houston
Houston

Federal Intermediate Credit Bank, Houston 
Federal Intermediate Credit Bank, Houston

Total k t550,000
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March 9# 1927

jiXm Coldenweiser The present condition of

Mis* Brown and Mr. Hiof lor the bi ---- -
IN F im s ic lO N

| APR 17

In both January February of this year bill* boughf" flJJFiSVUfvA'

oTor thirty per eent of total reserve bank eredit outstanding. This pro­

portion has been exceeded only twice in the last nine years. The bill 

holdings ef the reserve banks during the present year, therefore, have been 

relatively largo. This cannot be ascribed to a larger voluse of acceptances 

outstanding, for these appear to be ssuU.Xer than in other recent years, 

neither oaa it be ascribed to pressure on the central money markets. The 

indebtedoess ef banks in lew York City to the reserve banks daring the first 

two months of this year appears from the weekly figures to have been the 

smallest since before the war* The real reason for the large volume of bills 

that are Cftiln^ to the reserve banks then oust be the levels of buying rates 

which have prevailed this year. These have been sufficiently low to impair 

the attractiveness of bills to prospective investors in the bill sarket in 

spite of the general ease of credit conditions.

The-effect of low buying rates in relation to market rates is apparent 

from an analysis of the bills bought outright in lew York during January and

February. The following table shows the volume of bills of various maturi­

ties purchased during the first eight weeks of 1926 and of 19,27 with the aver­

age difference over the period between the reserve bank's buying rate and the 

offering rate in the open aarket for these different classes of bills:

1926 1927
Bills bought iate difference Bills boqghi Bate differ.

30 days
31— 60 days

69,634
46,603 81-45 days — .12 

46-60 days
- .07

Hone 92,698 -.11
70,093 31-45 *

61- 90 days 52,138
46-60 * . 1 0 < ^  

16,544 ♦,07 V
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It seems clear that longer bills have been easily kept In the taarket by 

the simple device of maintri. ning a buying rate above tha market rat# and that 

unusually large volumes of tha 30-day maturities hare bean dump** Into tha 

reserve basics on account of tho lew rata obtained there - 3 \ / t par cant at 

compared with 3 5/8 par cent in tho market daring a largo part of tha pariod 

la question*

Tha effect of this has been that tha bill market has not participated to 

any extent in the easing tendency which has been shown by other rates in the 

open, market. In epite of the general ease of credit conditions which has been 

refleeted in lower rates for eaXX leans, tine leans, aad commercial papei; rates 

on 90-day bills have jockeyed between 3 s/s and 3 3/4 per cent during the first 

two months of the year*

k reserve bank rate structure which produces these results can hardly be 

justified on the grounds that it is the duty of the reserve banks to support 

the bill market, fhe actual effect is quite the opposite. Support for the 

bill market in times whan the volumeof bills is large and demand for reserve 

bank credit heavy can be justified on these grounds* At the present time, how­

ever, these conditions are not present* Tha real effect of the "support" 

which is being given te the bill Market is to make rates there so low that 

investors will not buy the few bills that are offered even though funds are 

plentiful* fhis is certainly not a policy that is calculated to build up a 

ready outside market where bills are freely traded and where investors are 

accustomed to bills as sources of employment for short ti :se funds* Instead, 

it is reducing the number of outside investors* fhe volume of bills at
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present in th# hands of ^nericaa invest or s mast be the smallest in years* 

fith a smaller voluae of M i l s  outstanding, more Mils are being held by the 

reserve bandar on their own aesouiit than last year, and more are bein^ held for 

foreign correspondents, as is shown in the following: table;

Beserve Bank Holdings of Bills

(KillIona)
* For own account j 3*0r foreign correspondent s s “ "~fsrar
$ I M d  i“ i w ~  j 1926 s 1927 i j m  * U f T '

January 5 345 339 79 61 424 450
12 327 338 81 86 408 424
19 306 337 84 90 390 427
26 295 302 84 95 379 397

february 2 302 329 84 78 386 407
9 301 303 85 92 386 395

16 302 315 83 92 385 407
25 304 280 82 92 386 372

March 2 287 289 82
1 1 "" ....

95 369 384
Aver. ggy 67 390 ■ ~ w

fetal Acceptances Outstanding
1926 1927

December 31 7737^6 7 5 ^ 0
January 31 788,254 773,000

fhe effect of this on the general credit situation and the reserve banks is

equally bad. fhe whole explanation of recent ease in money conditions does not 

lie in geld uoveaaeats. It is also to be found in the present level of bayung 

rates for bills. Certain of oar banks are now accustomed to (Quoting accept aace 

credits and to buryiiig bills for the sa&e of the coamission whioh they receive 

for their name, or their endorsement* If they are to realise fully on these 

corns!salons they »ust eell the bills before maturity. An incentive exists to
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••11 b ills  fcsfore Maturity, therefore, even Ia the afcsenoe of *  need for 

tvxkds* When reeerre hank lmylxi& rates are as lew for th* ehort Maturities 

as they art at preeeat* this Mean# that M ils  owe to th# reserve baake, aad 

reserve hank f*mds eater the Market whoa there in m  im*diate and pressing 

need for thesu After churning around in the process of iirreetaent and rein- 

restaent they finally  ere need to repay discounts, hut in the meant iaio have 

had an easing effeot upon the Market* fhe preseat low voIumo of discounts at 

the reserve hanks thms is  partly doe to the maladjustment that exists la the 

h ill Market,
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.Form No. 131.

Office Correspondence FEDERAL RESERVE 
BOARD

3

Date__ January 8. 1Q27

To Mr. $mead

Fm m  Mr. 'Horbett_____

Subjcct:.

Method of determining yield or Mrate "basis11 on Federal Intermadiate 
Credit Bank debentures purchased "by Philadelphia, developed by refer­
ence to investment schedules and after 'phone conversation with Mr. 
Davis, Assistant Cashier at Philadelphia. It should be noted in 
this connection that all these debentures were taken by Philadelphia 
on a basis to yield a certain rate, as for example, to yield 3-l/^» 
3*30* 3»80> ^-l/S, etc., and the premium on this rate basis then 
determined.

VI

Sate or - 
yield

(
Interest at coupoia 
rate for life of I minus 
debenture s j

Anterest at coupon ra' 
/to date of purchase,
I basis of 30 days to minus
V each month

/  Premiuml
paid by| 

Bank#

/ Prei 

| P&i< 
p . p . :

?ar plus 
•oremium

•plus

Algebraically. x
r
P
d

m
P

Interest at coupon rat< 
to date of purchase, on] 

basis of 30 days to each 
month

/

rate charged by F.R. bank or yield 
coupon rate 
par value
number of days from date of issue to date 

assuming 10 days in each month, 
life of debentures in days, assuming 10 
premium paid by F. R. Bank

Life of debentures in 
deys, assuming JO days 
to each month, minv6 num­
ber of days from date of 
issue to date purchased 
by F.R. bank

30O

purchased by F.R.bank, 

days in each month

Then X = Pr fm - dl
v i s n  ~

P

Division of Bank Operation

: 3
File N o...

£
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Smsmvf 1927,

SUBJECT! Purehaee of federal Intermediate 
Credit Bank Bebeataree,

Bear Sirj

Investment schedules received by the Board show 
that $25,835,000 of Federal Intermediate Credit Beak de- 
beatures have beea purchased fey the federal reserve hawks 
to the end ef 1926, including $5,700*000 taken aader re* 
purchaee agreement. The seottrltles were purchased by five 
differeat federal reserve banks, the greater part, both as 
to amber of transactions and amonat, Igr oae Federal reserve

the policy ef your beak la regard to purchase* of federal 
Xateracdlato Credit Bank debentures, witii special refsreaoe 
to the fsctori which determine rates quoted em each de- 
heatmres, aad from shat source inquiries have beea received 
as to the terms aader ehlch debenture« would he bought by 
the reserve bank.

III knowing what has feeea

Very traly your*,

This mater was handled by Kr* Cunningham direct

TO 00YEBS0BS OF Alt ItSM&AL M&SmU BAfflCS
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rccx&Ai fttiarottft d m  t n i n  pubchas^d it j m a &  buszxtk bahts
m  m m m m  31. 1926.

(All te&rlB* U U r t i l  *1 M / f  P«* «m 0

m m m ? *

4 » t «

r a r e h * , * # ! !

f r o *

$

*

JL

*

jtowtmS f f*l.
t d  

1 I

F«S« Baak 41*- 
cromit rmt« •*

i L

it^»- i%iC1f
*«S?*,15

M w .  14 Saloass Broi A tluttlor 1100,000 
M r ,  1$ T*ra L«sn Board *5,200,000

m m s. M , p n u t q u s u
192^Mgr M •o r . I % tfcitt Lota Board

Jtm» 2 two, 2 #

*#*,!>* So t . It #

Oot.Jl Iter. 15 11

1925«Jm . 2 Ulgr 15 *

Nk.lfi Apr* li •

r*b. 16 July I t 11
t}r. 16 0©t. 15 f**&XMIu Bank
»*r 15 If ffettt loiA B*»#&
m  15 Won m "Fwiii* tatioml B*»k
Jw*.15 Oct. 15 Farm toaa Board
Oct. 15 Apr* *

192fr4fcr, If May 19 •count Corporation
M r , 25 ^  if *
Star, 25 »

*»r. 30 *s*y Satloaul
Apr. 15 Oct. 15 ?*ra Loab »o*rd
0*1. 15 Ajar* 15 t

500,000
750.000
900.000

1.590.000
500,000
500,000
500.000
250.000

1.500.000
100.000 

2,000,000
3.050.000 

200,000 
250,000 
125,000

1,000,000
2,000,000
8,000,000

u.oo
*3.25

H.J0
**.30
3.50 
3.20
3.50
5.25 
3.90
5.50
3.25
3.50
3.50
4 , 0 0

3.75
3.75
3.75 
*5 . 7*5£9 f t*

I : 125

|».50
* .5©
3 .5 0
3.50
3.50
3.50
3.50
3.50
3.50
3.50
3 . 5 0  

|.S> 

*

k

» t

i *

1*

1926-M»reh
* * w

Hot r*portftd 560.000
700.000

<»> 5.
(1) 3.

H
k

lfa€»*pr,15 Oo». 15 ~~ f«m  loan Heart 
*n*,20 *•*, 15 *

§00,000
500,000

3.»
3.«5

k

k

192^-3c t . l5

*OV. 9

15
#w
.15

i%i*l *ftUoaal
250,000

FiftX** l*«n *oard
F*ra Loan ’$ m p d 100*000
Mtanrftl iMd Bk.tiohii**50Qi000

3 * ^
5*S0
3 . * 5

•**oo

%
*

Cl) m% fcut r*f«r*nc« I# aozttbl? •aralo^t r*part» ladle**«• th«t th*
d#tantur«s «**» W k * n  on til* tails sham.

* Und#r r*purohft«« «$r#«a*Bt*
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STOBUI iragfflBEDIATi 1 'MSI M & l A S ®  I? * JSTUX Wt$WXft Blltt
»  mmam 3 1 , *9 * 6

(A ll tenting lnt«r*»t >t N~l/2 y.r « n t )

psuralmaad «&*%*
ftuefetitd

fwm
iawiwS

I Pu«h*»«d tcj
% )|«U ».*, «
1 „ ,

(r*r «.nt

f.B. Buk 4l*» 
t m t  nit m  

!_

I9?>u ?«v.?9 
s.pt.15

r-!*r. 1 
*»»« 15

SalfeMB Bro» A 8nttl.tr $100,060 't.OO
Tttm lovn 8o»rd *5,200,000 *3,25

mmiktfh l»f Wt t4 m ^ u
W^Mtajr W *0T. 1* ?#ro Loan Board 500*000

/m« 2 $#0# 2 * 750.000
Aat.1* Bo*. 1% * 500.000
o«».|l Mar. 15 * i,»>.ooo

1925-J«i. 2 Hay IS * 500,000
M .16 Apr* 16 t 500,000
M ,  16 July 1 $ # *00,000
*?r. 16 Oot. 15 Panaa. ia*i#a&l Baak 250,00*:

15 A«i# 15 n.rtb Loan Board 1 #500.000
«*r 15 Iot, 15 P^aam. national B*nk 100*000
to*. 15 Out* I? Farm Loan Board 2*000*000
Oot. 15 Apr. 15 IK 3,050,000

If m Discount Corporation 200,000
Iter, 25 m? il • 250.000
¥*«•, 25 $ta# 16 11 125.000
#*»« 30 m  ii #£rar& Katiowvl B^nk 1*000*000
Apr. 15 Oot. 15 Farm Loan ®o»r& £*000*000
0e», 15 Apr* 15 * 2 , 000,000

“.30
>1.30
3.50 
j.ao
3.50 
3.25
3.50
3.50 
3**5
3.50
3.50
%.Q0
3.75
3.75
3.75
3.75 
|.*5
125

%.50
,̂50

3.50
3.50 
3.5C
3.50
3.50
3.50
3.50
3.50
3.50 
J. 50

k
k
H
k
k

»* r
tot r«fort®d 5$OtO0O

700*000
CD 3. 
(1) 5,

l9&'Afr«!9
A»«.;

0 0 * . 1 5
»#*, 15

19*>I-Q«»,X5 Apr. 15

B*e, 2 toy 15
X92VS«P*.l6 Jter.15

«©▼* f «*r.l5

F*r» t&m toard

Cantral tfntional M* 
fopaim
#mm*lmm "oard 
Farm L#m "&0&T&

500,000
500*000

250,OOC
100.00C:

U n d  £k.*lchUa *500,000 

Total S5* ,000

3.®
3. *5

3.85 
3.50 
3. *5
*%,0Q

¥
u
It

{I) Hot r*pert*<l kuk r*f*r«ao« t. aoatbly Mralae* rrpart* indLaW* that tba 
d«Vsatur*» cars takm mi tt* tautl* than.

* UBd»r r«pu«iw*e nfnmmt.
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m m * i  t n m n m u m  os .* u n  m a m  fubchased st . m u  jresiem u n s
»  o k c u h  ji, 1926

(All Vcarlas latcrtat *M./2 p.r c.nl)

X data
Furchatad

fr#n
Anrount

* Fxurohasadtot
i y*aid r.a. i

f .1* i**fc ti§» 
00\mt Witt Ml

(!*»»■ ••ttt

192*~ F*b#t§
stpias

SHF* 1*1 Salaaaft Brot A Kut«l«r 1100*000 
Har. 15 Farsi l$am Board *5 *$00*000

If X
Jnaa 2 
A*g.lfc 
Oet.Jl

1925^*$* t 
rafeaS

May
liar If 
bm*i5
Oct

t9t6*llwr 
Wir 
iar 
War 
Apr 
Oct

16

15

15
19
*5
25
30
15
1*5

aatiBU.

Dao. 2 
lov. lH 
Kar. I?

aar 1$
Apr. li
■li&y 1 6  

Oot. 1 5

At*g, 15
Ho t . 1 5

Oot. 15
Apr. 1 5

Way 15
May %k
Jtma 1 6  

Way 1%

Oct. 15
Apif# 1 5

h w  Loan Board 
*
*
w
*
#
«

Petrna, Batland1 Bank 
farm Loan Board 
fm m * Hatloaol Bank
f a m  l*aa Board

a
IJiaeoiai't Corporation

ti

Olrard Watiooal B*ak 
Far® Loa* Bo-rd 

*

500,000
150,000
500.000

l#$8Of©00
500.000 

',000 
»,000

250,00c
1,500*000

100.000
2.000.00c 
3,050,000

200.000
250.000
125.000

1.000.000 
2,000*000 
2,000,000

H.OO
•3.?5

H.30
*♦. 3C
3.50 
3.20
3.50 
3.25
3.50
3.50 
3**5
3.50
3.50
St.00
3.75
3.75
3.75
3.75 
3,80 

**.l?5

>*.50
*.50
3.50
3.50
3.50
3-50
3.50
3.50
3.50
3.50
3.50

p
k
k
k
k

i$S&»!fcrefe
s*ay

n?6-Apr.l5
A*£.20

r#c. £
I925*««f^l6

Wo t . 9

0®t* 15

l o t  r # p o r i « 4

jtjflggugatt,!
f t m  Loan Board

192^-Oct. 15 Apr

Kay 15 
**r.l5

0**tf»l fatioaal 3fc,
foptiM*

Tarm .Uvi Board 
F&rra Loan Board

560.000
700.000

500.000
500.000

250,00-;
250,000
100,00c

r.d.m Uad Bk.«lobtt«*50(̂ 000

Total

CD 5* 
(1) 3*

3.®
3.«5

3.50
3*85
4.00

%

k

k

(I) Hot report ad *&t rafarasea to »outkly aarnia&a raports Indiestat that th* 
Aa%#atmr*t mm takan ob tfca fcati* thowu.

• Uadar rapurahaae a*rae«aat.
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F. Vo. .

Office Correspo
To Mr* fiddy 

From Mr. Smead

In accordance with your request of this morning we have exsgnined 
the statement furnished by the Hew York Federal lieserve Bank showing the 
'Tievised percentage of participation of Federal reserve banks in the System 
purchases of Goverxwent securities and bankers* acceptances based on the 
earning requirements as reported to committee on June 3D, 1924.” This 
statement differs from the somewhat similar statonent prepareu in this 
Division (St. 4137) in the following respects;

1. Our statement is based on earnings necessary to meet current 
expense and dividend requirements, whereas the Ifew York statement is based on 
current expenses* dividend requirements, and estimated charge-offs. During the 
first 6 months of 1924 actual current expenses and dividends amounted to 
$18,029,000 as compared with estimated current expenses, dividend requirements, 
and charge-offs for the last 6 months of $25,350,000* as given in the H&w York 
statement, indicating that the baxfes as a rfiole have made allcwance for about 
£7,320,000 Of charge-offs at the end of the year.

She attached statement shows (1 ) current expenses and dividends for 
the 6 months ending June 80 as shown by balance sheets form 34, (2) estimated 
expenses, including dividends, estimated aharge-offs, etc., as shown in Hew 
York's statement, and (3) the excess of 2 over 1, due presumably to estimated 
charge-offs, at the aid of the year.

2. Hue estimated earniqgs as shewn in the Hew York statement are 
based on holdings of earning assets as of June 30, 1924, whereas our figures 
of earnings are basea on the average daily holdings during the month of June. 
Holdings of earning assets on June 30 amounted to ^802,863,000, on June 29 to 
$826,307,000 and on July 1 to $839,420,000, as canpared with average holdings 
during the month of June of 4838*062,000. Holdings on June 30, partly on 
account of Government fiscal operations, were undoubtedly somewhat lower than 
usual.

3. In submitting figires of net earnings less current expenses paid 
and accrued and dividends for the first 6 months of 1924, the Federal reserve 
banks did not all follow the same practice. The Federal l&serve Snn-B of 
Boston, idchmond, Atlanta, St.: Louis* apparently reported ttoelpxcegs . ...
o f :their operating expenses and dividems over earnings, iianneapolis apparently 
maae allowance either for probable losses on paper of failed banks or for charge- 
offs on account of depreciation on bank premises, while the other banks reported 
the access of gross earnings over the aggregate of operating expenses, cost of 
tfdrniture and equipment, miscellaneous charges to profit and loss, and dividends.

AS you will note, the main differences between our figures as given in 
st&tanent St. 4137 and those shown in the York statement are due to the fact 
that the New York bank apparently allows t o r  $7,320,000 of charge-offs, whereas 
our statement is made up on the basis of operating expenses and dividends only.

ence
■■■

Diviaiau c-i 1

FEDERAL RESERV; 
3 0 \ P 0

(j2./?--*J$ubject:_

M g z  . I

.Date July 14, 1924.
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■>

QGiLFABiaOtf Of OUKRJBBT f  U ©  Bif HM8BB3 IQS WllxSX 83& S U M i  OF 1924,
WXffi S 3 f Q t & © ^  Aiii'iii®SB aHD XiifLDitaDD *Oii SIX UQITH3 0? TSiB

PUJB C E i H S w S t o B  13 OSJfl) BI 2B£* T o m  IV Cig P

' IROJSSa 0t DKFtOimOr Of K jn iJM  IOH W  I&AR.

B»i*

| Q m m i t  ss^pwmNw
I <UTi&90lj DU WhOWA
1 by 6*iXy **l w m  
1 J*n.-Jaa*

jSBtlmstSd SX|B8SBS 
July-^o.t<UTl4wA«f

m**i fcy Hiw Yortt

<rr«r Januaiy-Jui*
«a* *>p*r«*tly 1#

ohjLrg*-off*

BOiton ♦l4d,331

3®W X0x9c 4,177,a s 6,1^.000 i « i t i f i

PhilaUXphla X(4M,904 1#4#5*000

i,r«r»04a TSO.dfiS

HlOiUODi 971,6t8 i#iac,ooc aoa.aoe

778,0*4 1 , I » , » T 4X0,748

0hiO*O s,au,as« 3,17**21* 663,541

St. MI.74I x #x»m o © m ^ m

Klim««pOlla 1,153,000 0O6#467

Xt099,aU 1,536,000 43*,1*4

DftXXttR ?§99T9» 1,087*427

iaa ?rs»al*oo X.494,600 *,6i4.000 *47,3X0

m *i £6,M*,MS 7,820,690
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Toi Committee on Discount and 
Open Market Policy.

From: Mr. Smead*.

July 10, 192*+*

S  «•*

St. U1U0

SUBJECT: Estimate of required holdings of 
earning assets, July to December, 
if earnings are to cover 192^ 
expenses and dividends*

Attached hereto is a mimeographed statement showing the estimated 
average amount of earning assets that it will be necessary for each Federal 
reserve bank to hold during the 6 months ending December 31» 19^4, in order 
that earnings for the year as a whole may be sufficient to cover the y e a r * s  
operating expenses and dividends.

It will be noted frcm the second column of the statement that during 
the first 6 months of the year earnings of all Federal reserve banks except 
New York were more than sufficient to cover expenses and dividend requirements. 
The deficit in the case of the New York bank amounted to $1+9*3,000, while the 
excess of earnings over expenses and dividends for the eleven other ^'Federal 
reserve banks amounted to $2,663,000,

Taking into consideration the materially lower level of discount and 
open market rates now prevailing, it is estimated that the System as a whole 
will need to have average daily holdings of earning assets from July to December 
of about $815,000,000 in order to cover operating expenses and dividends. This 
is about $100,000,000 less than average daily holdings during the first 6 months 
of the year, but is only slightly below the average for the months of May and 
June.

If earnings are to cover the normal depreciation charges on buildings 
and fixed machinery and equipment, in addition to meeting current expenses and 
dividends, daily average holdings of earning assets must be increased by about 
$63,000,000 for the System as a whole. For the individual banks the estimated 
additional amounts required to be held are as follows:

Boston
New York
Philadelphia
Cleveland
Richmond
Atlanta

$6,000,000
12,000,000

9 .000.000
4.000.000
4.000.000

Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas
San Francisco

$8,000,000
1,000,000
3.000.000
7.000.000 
2,000,000 
7,000,000

As stated in my memorandum of June 20 and as shown by the attached 
mimeographed statement, the Federal reserve banks of New York, Boston, and 
St. Louis are the only ones which, on the basis of current holdings of earning 
assets, will not have sufficient earnings at the end of the year to cover 
operating expenses and dividends. In case the Open Market Investment Committee 
decides to make any additional purchases of United States securities during 
this year the allotment of the greater portion of the additional purchases to 
these three banks would nearly if not q.uite avoid a deficit in earnings* Under 
the present schedule covering the allotment of United States securities pur­
chased by the Open Market Investment Committee, the Federal reserve banks of 
Minneapolis and Dallas are each receiving a part of the new purchases of 
securities, although their holdings of earning assets are very materially in 
excess of the amounts required to meet operating expenses and dividends.
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c o n f i  b e : : :  a l
" For use "of Federal ESTIMATED DAILY AVERAGE AMOUNT OF EARNING ASSETS REQUIRED TO BE HELP BY EACH FEDERAL RESERVE BANK St. 4137

Reserve Board only FROM JULY TO DECEMBER TO PRODUCE SUFFICIENT ADDITIONAL EARNINGS TO COVER 1924 EXPENSES AND DIVIDENDS.
_____________ ____________________ __________ (In thousands of dollars)______________________________________________ ______________ _

Federal
Reserve

Bank

Estimated 
expense and 
dividend 

requirements 
July - Dec.

Excess of earn­
ings over ex­
penses and divi­

dends 
Jan. - June

Estimated
miscellaneous

earnings

July- Dec..

Estimated earnings re­
quired from earning 
assets from July to Dec­
ember to meet 1924 ex­

penses and dividends

ESTIMATED REQUIRED HOLDINGS OF EARN­
ING ASSETS, JULY TO DECEMBER, IF 1924 
EARNINGS ARE TO COVER OPERATING EX­

PENSES AND DIVIDENDS*

Average 
daily holdings 

of earning 
assets during 

June

Bo ston 1,290 72 50 l,l6S 64,U00 53,700

./ York 4,345 #49S 100 M ^ 3 261,700 171,300

Philadelphia 1,4*40 2S1 10 1,149 63,^00 66,800

Cleveland 1,770 296 50 1,424 73,500 S4,700

Richmond 970 364 40 566 29,200 56,700

Atlanta 775 *71 30 274 14,100 41,400

Chicago 2,520 205 155 2,160 111,500 116,Uoo

St. Loxds £75 5s 20 797 41,100 33,200

Minneapolis 660 179 50 431 22,200 40,700

"'nsas City 1,100 106 135 S59 44,300 50,700

Dallas 790 437 135 21s 11,300 ^3,300

San Francisco 1,725 194 40 1,491 77,000 79,200

TOTAL is ,260 2,165 815 1 5 ,2SO S13,700 83s ,100

FEDERAL RESERVE BOARD #Deficit,
DIVISION OF BANK OPERATIONS ’•'Calculated on the assumption that the average yield for Boston, New York and Philadelphia

JULY 9, 1924 will he 3 21X1(3 £°r the remaining 9 banks 3“7/& per cent.
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X-3904

ARTICLE APPEARING IN THE NSW YORK JOURNAL OF COMMERCE 
Tuesday, December 4, 1923*

RESERVE BANKS TO 
BUY U. S* SECURITIES

HOLDINGS ARE FOUND TO BE
a l m o s t a t m i n i m u m .

Open Market Committee Confers 
With Board - May Obviate the 
Necessity for a. Change in the 
Rediscount Rates*

WASHINGTON, Dec« 3 ~ Renewed purchasing of Government securities in the 
open market by the Federal Reserve Banks on a. considerable scale wa.s expected 
tonight to result from the meeting of the Federal Reserve Board- with its special 
committee on open irarket operations- The Reserve system’s holding of Govern­
ment securities were found to be almost at a minimum.

The open market committee, which includes in its membership Governor 
Strong, of the New York Reserve Bank, and Governor Harding, of the Boston 
Reserve Bank, the former governor of the board, met today with the board and 
was understood to have gone over the Government security holdings of the vari­
ous Reserve banks in the light of the probable extent of future purchases under 
the system*s uniform open market policy.

MAY OBVIATE' RATE CHANGE

Open market operations of the Reserve system are particularly important 
in that their effect holds the possibility of producing results which obviate 
a necessity for a change in rediscount rates.

According to the board!s latest reports, as of November 30, the entire 
holdings of Government securities of the twelve reserve banks is only about 
$8^,000,000, vihidh is very near the low point for these assets, as compared 
with about $300,000,000 on approximately the same date last year. More­
over, probably as much as $50,000,000 of the present holdings of Government 
securities represent bonds which the banks would be virtually unable to sell 
except at a loss, as bonds taken to secure circulation are included in the 
total holdings.

Hence the shelves of the Reserve banks are getting bare, of marketable 
Government securities and it is expected that the banks will shortly resume
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X-3904-

purchasing to replenish their stocks. Purchases probably will be devoted 
in the main to Treasury certificates of indebtedness.

HOLDINGS OF ACCEPTANCES.

Holdings of bankers* acceptances by the Reserve banks aggregate the re­
spectable figure of $239,000,000, as compared with $259,000,000 a year ago, 
but sales of these bills on any appreciable scale would probably involve a 
change in the rate, so that if the Reserve banks are to continue the free use 
of the uniform market policy it will be necessary to stock up on open Govern­
ment securities.

Despite the failure of the Federal Reserve Council a.t its recent con­
ference with the Reserve Board to discuss the rediscount rate levels, ‘there 
is a feeling in some quarters that a reduction of rates is in order. How­
ever, a resumption of purchasing in the open irarket by the reserve banks 
would result in more money being put on the market, or in other words, the 
extension of credit facilities by the reserve banks in the nature of an 
equivalent to a reduction in rates.
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BOARD OF GOVERNORS
o f the f____

FEDERAL RESERVE SYSTEM

:;19f

OPEN MARKET PURCHASES OF 
BILLS OF EXCHANGE, TRADE ACCEPTANCES, 

BANKERS’ ACCEPTANCES

REGULATION B 
(12 CFR 202)

This regulation has, since July 10, 1923, been 

continuously in effect in the form  

printed herewith.

Reprinted M ay»1960
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INQUIRIES REGARDING THIS REGULATION

Any inquiry relating to this regulation should be addressed to 
the Federal Reserve Bank or Federal Reserve branch bank of the 
district in which the inquiry arises.
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REGULATION B
(12 CFE 202)

As in effect May 1, 1960

OPEN MARKET PURCHASES OF BILLS OF EXCHANGE, 
TRADE ACCEPTANCES, AND BANKERS’ ACCEPT- 
ANCES UNDER SECTION 14 *

SECTION 202.1—GENERAL STATUTORY PROVISIONS

Section 14 of the Federal Reserve Act (38 Stat. 264; 12 U.S.C. 353) 
provides that, under rules and regulations to be prescribed by the 
Federal Reserve Board, Federal Reserve banks may purchase and sell 
in'the open market, at home or abroad, from or to domestic or foreign 
banks, firms, corporations, or individuals, bills of exchange of the 
kinds and maturities made eligible by the act for discount and bankers’ 
acceptances, with or without the indorsement of a member bank.

SECTION 202.2-GENERAL CHARACTER OF BILLS AND 
ACCEPTANCES ELIGIBLE

The Federal Reserve Board, exercising its statutory right to regulate 
the purchase of bills of exchange and acceptances, prescribes that:

(a) Any banker’s acceptance or bill of exchange which is 
eligible for discount under the terms of Part 201 of this chapter 
is eligible for purchase by Federal Reserve banks in the open 
market, with or without the indorsement of a member bank, if:

(1) It has been accepted by the drawee prior to purchase;
or

(2) It is accompanied or secured by shipping documents 
or by warehouse, terminal, or other similar receipts convey­
ing security title; or

(3) It bears a satisfactory bank indorsement;
(b) A banker’s acceptance growing out of a transaction in­

volving the importation or exportation of goods may be pur­
chased if it has a maturity not in excess of six months, exclusive 
of days of grace: Provided That it conforms in other respects to 
the applicable requirements of Part 201 of this chapter; and

* The text corresponds to the Code of Federal Regulations, Title 12, Chapter II, Part 202; 
cited as 12 CFR  202.
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(c) A banker’s acceptance growing out of a transaction in­
volving the storage within the United States of goods actually 
under contract for sale and not yet delivered or paid for may be 
purchased: Provided That the acceptor is secured by the pledge 
of such goods: And Provided further, That the acceptance con­
forms in other respects to the applicable requirements of Part 201 
of this chapter.

SECTION 202.3— STATEM ENTS

A bill of exchange, unless indorsed by a member bank, is not eligible 
for purchase until a satisfactory statement has been furnished of 
the financial condition of one or more of the parties thereto.

A banker’s acceptance, unless accepted or indorsed by a member 
bank, is not eligible for purchase until the acceptor has furnished a 
satisfactory statement of its financial condition in form to be approved 
by the Federal Reserve bank and has agreed in writing with a Federal 
Reserve bank to inform it upon request concerning the transaction 
underlying the acceptance.

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



R e p ro d u c e d  fro m  th e  U n c la s s ifie d  I D e c la s s if ie d  H o ld in g s  o f  th e  N a tio n a l A rc h iv e s

<

DIVISION OF LOANS AND CURRENCY

TREASURY DEPARTMENT
OFFICE OF THE SECRETARY

WASHINGTON

May 13th, 192.

Federal Bessrve Board, 
Treasury Department, 
Washington, D. C.

a

Attention: Mr. Moore.

IMPORTANT— In your reply refer to | | j.

Sir:

In reply to your telephone request you are respect­
fully advised that this office is holding in suspense for the ae~ 
cowit of the several Federal Beserve Banks indicated, the follow­
ing listed United States government bonds:

F.B.B. St. Louis - 2$ Consol 1930 Total..$100.

F.B.B. Bichmond - Zp Consol 1930 $ 915,100.
" " - 2fa Panama Canal 1908-36 137,000.
" M - 2$ Panazca Canal 1908-38 100.000.

Total... $1,152,100.

F.B.B. Minneapolis - 2% Panama Canal 1906-36 Total..& 260.

Be spect fully,

c  ■ y ? ,

Chief, Division of Loans end
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DIVI8ION OF LOANS A K k C U R R E N C Y

TREASURY DEPARTMENT
OFFICE OF THE SECRETARY 

WASHINGTON

?&y 7, 19£3«

Federal Reserve Board, 
Treasury Department, 
Washington, D. C.

Attention: Mr. Moore*

IMPORTANT— In your reply refer to SEC

Sir:

Regarding telephone conversation concerning 
certain holdings in safe-keeping in this office for tho 
Federal Reserve Bank of Richmond, amounting to $1,152,100, 
and the Federal Reserve Bank of Minneapolis, for $260, you 
are further advised that the itsKus in question have this 
day been forwarded to the respective banks in accordance 
with their requests.

The holdings effected which have been delivered 
and which will clear all the items of this character, are 
as follows:

F.B*B. Richmond - Z$ Consol 1930 $ 915,100.
» " - Panama Canal 1906-36 137,000.
" " - 2% Panama Canal 1 $08-38 100,000.

Total Amount......... ......$1,152,100.

F.R.B. Minneapolis - 2$ Panama Canal 1906-36.........$ 260.

Respectfully,

^  0  ; fefef, Division of Loans and Currency.
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C O P T  } &

K
S ̂ CHITAHT OF THE TH3ASUHT w ^

WiSHTKSfOB

May 1933.

Dear Hr. Platt:

I received your letter of April 3Q, 1933, outlining briefly 

til* revolt* of the recant meeting of tie naw Open Market Inveataent 

Committee of the federal reserve bank* held at Philadelphia, and have 

been glad to note the aa tion of the Coasittee ia rec emending that the 

federal Beserve banks offer to tha frea ury the $30t3d3,80O of Treasury 

certificate* maturing oa Septsftber 15th, *hich thay held. As you know, 

the offer m& accepted and the certificites r^deeaied aa April 24th* I alto 

note wi th muoh interest the vote of the Comai tt*e to raise the open asarket 

buying rate on acceptances l/8 of o&a per csnt. This, 1 Relieve, *#as a 

step In the right direct ten, for a number of dealers, I understand, had 

already marksd up the rate on acceptances 1/4 of a point, and a continuance 

of the lover federal Bsaerve buying rate would only have attracted 

Increasing quantities of ^acceptance* into the portfolios of the Federal 

He serve banks. The banks have at tiaes carried to ex tremea the policy of 

aureing acceptances and providing a asxket for the^ at favorable rates, and 

Z hape that the tiae has no# corns when the Board, through its supervision 

over this Committee on 0&>en Market Operations, #ill see to it that the 

open market aerations of the fedaial Beaerve banks are kept in line with 

the general credit policy of the system.

I agree that it is unfortunate for the federal leairve banks to

be sellii^K their holdings cf bonds bearing the circulation privilege, for
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It veanlts in increasing the clrcnlation of national bank note* at tha 

va*y % im  when the circulation ought to remain stable and afaen 

oensideratlon a heal d, in fact, be given to meaanres /or reducing thia 

class of circulation. X 1109a tha Tederal Reserve banka can ba indxoad 

to hold tha remainder of tha bends bearing tha circulation privilege whioh 

they n <m h«re, and encouraged to bay more, and believe it would ba a 

good thing If tha bank* would buy each year tha full amount of »uoh bonda 

permitted by tha Tadaral Beaerva lot. Suoh purchases twaild not have tha 

same affact upcn tha mcnay aarket aa other open market operations because 

of tha consequent raduotlon In national bad* circulation, but wotzM 

incidentally give ilia ?ed*ral Reserve banka a source of income.

I do not follow year atguaai*, however, in suggesting that tha 

coital and surplus of tha Saieral Reserve banks should ba contixmoualy 

invested in Government securities ra^ardlesa of tha d*a»nd for discounts, 

"not only aa ona of tha chief aaans of supporting ths Faderal Reserve baifca 

but aa inve*taents which cannot possibly affect tha monay aarket In tha 

sense of adding new fund* to tha mark at.* fhis view, it seems to m , la 

inconsis tent with the whole theory of open market © D e r a t i o n s .  Dealings 

in Government securities ara of aajor importaaca In tha cpan m r k et  

opaiution* of tha fedaral Reserve banka, fha policy with raapact to 

purchases of acceptance# has avowedly baan determined largely *ith a flaw 

to fostering end ancenraging the development of tha acceptance ajaricet, 

while eparat.iona in Go^ernaent securities) ara perhaps w a n  mora closely 

related to gan**a2. credit conditions and tha general credit policy of tha 

system* To control these figurations by arbitrarily fixing aaxinrun and 

ttinlsrom aaounts to be purchased regardless of credit conditions aould
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destroy in largo osasoro tho powar and usefulness of tho opon markst

oporaticn» and tond to dofoat tho ptsrposo for *hlc& ths ponor mm

imludod in th* Fodoaol Bosorv» Aat, Chr^at latituds of act icn wia

pormittod in epsn aortas t operations in ordor that th? Fodtml Bos<»rvo

basks Might oxort a stabilising infXuonco on crodit conditions and

ttcnoy ratos, and effectively s jrvo tho banking and buainoss intorosts

of Iho country. So far as I am awaro thora *as nav*r any intant or

thought of ass cola ting op*»n marks t ops rations with tha amount of capital

and surplus of tha Fo&iraX 1oaarvo banks or of fixing Baasimom and ninlanim

U n i t s  for such cporatiaon, and X cannot so» tho logic of doing it at this

tiiso. Credit oxtondod by tha Fodoral 3o»orvo banks haa tho sane offset

upon tha »ar kst regardless of *iieth*r it is timngh purchases of acceptances,

purchases of Govarosent securities, or discoanting b .11 ani X dcab& if

thars is any aort rea^cn for filing arbitrary limits for on® type of .

ope ration than for tho others. Tha primary regard, of ccorse, should bo for

th* credit situation*

Xn this connection I have no tod tha foil owing statea^nt appearing

in the first edition of th) Fodoral Be servo Bulletin for May:

•the Fodoral Beserv* Board's position in tiue matt or is 
Indio a tod by tho adoption of tho foil owing principle with 
ros pec t to tho open*aarke t investment operations of tho 
Fodoral 1 * serve baites: ’That the t too , aa mar, ohar,*ct*r, 
and volume of open-aarkst inrostiosnts purchased by 
Fedors! Better v« barks is governed with primary regard to tho 
aooemodat ion of commerce and bus iness and to th* iff sat of 
m a'a purcshasoo or salos on tho g e m  m l  crodit situation.'

"By providing a m t  epen-market investment operatlms 
aro to bo governed 9 with primary rogard to tho accomodation 
of ooouorcro and bus iness*, tho principle roat* upon tho saa» 
general conditions as those provided in tho Fodoral Beserre 
Aot for tho leteraina&len of disc cunt rata*. Sinao in open- 
aarkot open* tior» tho Initiative can bo taken by tho reserve 
barfts rather than tho member basks, tho so epomtiens may bo
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ueed as a gaug• of the d e g m  of adjustoaent between the 
requirements for re«terve~bank credit and the volcae of it 
In actual uee. In a given mtrksrt tha sale of an intestnent 
by a reserve bank la a means of totting tha demand for 
or ad it and placing the initiative for and tha cost of 
suah credit di reotly upon borrowing a-ejber 'oatit*.*

I heartily agree with this view of open market operations, but

find it bard to raconclie with the views stated In your letter.

Tour stat ament that tho capital and surplus of tha fUdsral la sans

banks has been taken out of the working fund* of cbe country and

locked up unioss reintes tad should be con* tdered in connecti cn with tha

total offset of tha establiahwnt of tha system. It is generally agreed,

and I su^poss tha fact is beyond question, that instaad of withdrawing

funds from tha market tha establishment of tha system ralsased a largo

amount of fends as a rasult of tha lower reserve requir saints. Confutations

show, I believe, that tha total reserves of country banks at present, plus

oash carried in their vaults, are about 8*1/3 per cent of their deposits,

or about one-half as large as the re carves maintained before the eatablleh*

oant of the system. Doubtless about the same proportion would hold for

reserve city and central reserve city banks. Moreover, every dollar of

actual reserve deposited with the federal Reserve basks has a (p’e&tly

increased efficienoy as a basis of credit expansion. On page 11 of the

first anai&l report of the federal Be* err 3 Board the statement wae aaade

that while the amma% of reserves which h*d been released as a result of

the establishment of the federal Reserve System and the change in reserve

requirements had not been Accurately estimated, it was "an undoubted fact

that the release of actual cash was very large and that the increase of

lenllng power on die part of m^afeer banks was correspondingly larger." You
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-s-

ara probably familiar with the atatemant of (knramor Strong on the 

"Httsofttit* I*pansi m * pn page* 531 to 584 of tha Hoar tag before tho 

Joint Cosmiission (f Agricultural Inquiry of tbs 67Ih Congress, part 13.

In this atatataoint it In estimated that th# ofcange in reserve raqulregents 

whan tho system d m  first established relaaeed $450,000,000 of fuada 

for&terly hold as reserves. this ascent *a» greatly inoreaaad, of course, by 

the change in ra«arva requirements in Juna, 1917. When a at ate bank fc*o cnos 

a m iabe r of tha sy.«ta»a tho reduction In reserve re<juire®anta,aa a rule, 

relaasa* a anich larger amount of funds than it Invests in tha coital of 

tha Federal Ha»trva bank, In comparison w ith  the relea&e of funds as areault 

of lower re*$arva requirements and tha inoraasad potential o rad it expansion 

on each dollar of reserve, tha aaront of funda t lad up in tha capital and 

surplus of tha reaerva hanks is «taall, *nd I do not agree with your stAeisent 

that investments by tha Federal Heaerve banka in Government a war i ties 

(other than bends oaariog tha circulation privila§») tc tha extant of thair 

capital and surplus do not add new finds to tha mark at. It should ha no tad 

in this commotion that a part of tha capital and mrplm of tha Federal 

Bewerve basoks rapre*ent* inventnsnt in hanking premises *&i to this ax tan t 

tha fund* war# raturned to tha market.

fhe haavy import* of gold during tha past few yaaf» have made it 

poasibie for she <**aber banks to maintain a largo woluow of credit and at 

tha sarna tiae li<juldate largely thsir borrowings fro® tha Federal Bosenro 

banks. This haa gredtly lessened th# *f fectivanasa of tha discount rata 

and tha po*>r of orodit control by tha Federal Heaerve banks . Continued
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goXd Imports will Xead to a forthor inoroaso In tho availafcXo funds on 

tin# market and fo* ti*e fodoraX RossrT® bank® to oontimo to saint ain * 

ia#** ad di tienal ieltt»o of orodit through opon aaa&ot pvrohssos at r&tos 

balow tho discount rato m nld only aggravate tho situation and practically 

tond to doe trey any attest tod oxoroiso of credit control. Xn viow of ifcoae 

conditions a mor# effective supervision of federal B u t n r s  Bank «pen market 

purchases is, in ay opinion, highly desirable*

▼ery trtkly yours,

a. *. miim.

Secretary «f tho treasury.

Honorable Xdonnd Platt, 
lice-Qovernor, Federal Be«er*s Board,
W a A  logton, D. C.
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TREASURY DEPARTMENT o

DIVISION OF LOANS AND CURRENCY

OFFICE OF THE SECRETARY

WASHINGTON 

May 1, 1923*

Federal Reserve Board, 
Treasury Department, 
Washington, D. C.

Attention: Mr. Moore.

'■■\Y 2 a‘̂ >
3  \

Jr'

IMPORTANT— In your reply refer to SEC

Sir:

Confirming telephone conversation this morn­
ing, you are respectfully advised the item of $100,00 
2$ Consol 1930 which was held in suspense for the ac­
count of the Federal Reserve Bank of St. Louis, was 
shipped to that bank October 18, 1922 in accordance 
with their request.

The holdings at the present time for account 
of the Federal Reserve Banks are as follows:-

Richmond - 2$ Consol 1930 $ 915,100.
" - 2$ Panaiaa Canal 1906-36 137,000. 
M -  2f> Panama Canal 1908-38 100.000.

Total...... $1,152,100.

F.R.B. Minneapolis - 2f> Panaiaa Canal 1906-36....$ 260.

If there should be any changes with respect 
to the holdings indicated, you will be advised accord­
ingly.

Respectfully,

F.R.B*
n
it

C> h
Chief, Division of Loqps and Currency*
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F o r m  148

FEDERAL. RESERVE BOARD
LEASED  W IR E  SERVICE

WASHINGTON \J

January 24, 192

Eoereon «» D alias

S»o no objection to $row arraying •*»!• of 11,300,000 tf. S# 
conversion thr«*8 of 1946 * 1947 undar aonditlonsr ef»rr«d to, 
Suggaet you talc© up matter with othar banka direct.

/ HAW
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T E U E 9 R A M  a , -=*,-5

n H R M .  R E S E R V E  S Y S T E M
(UM0SD WIM MHVMO

35f fa

Dallas v905a Jan 24 

*latt JAH 24,1923
s

Uashn 1 v

.40 would like to sell to anothei federal Eeseive Bank at 93 ana
€

accrued interest $1,300,000 U t conversion threes c± 1946-1947 

which we are holdixi^ undei agreement to repurchase on deoember
»

15th, 1923 with privilege cf repurchasing on an^ date prioi to 

that tiiae at 93 and accrued interest* i lease advite if Bo aid will 

endeavor to arrange for purchase bj- another federal reserve Bank

or if we maj;* take the matter up diiectly ourselves.

♦ unoibcn

1C El am A

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives

F o rm  N o .  131.

Office Corresp</£ lence FEDERAL RESERVE 
BOARD

Ldte_ J m * 1923.

To Kr* 

From_®r *

At tha w a t i n g  of January 8th# althou^i no fortral action was taken,
Kr* Millar suggested that tha Board should go thoroughly into the inatter 
of open lsarfrat purchases by tha several Federal Reserve banks, and suggested 
thalHiTlSiwr T H ^  , | that is, l!onday, Januaiy 15th), tha matter be
takan vp and discussed by tha 3oard.

Mr* Pillar also suggested that tha Federal Beserve barites should ba 
 ̂ requested to furnish tha Boa'rd with infoifflfition as to tha oasis upon Y&lch 

they determined thair present investments in opan market purchase*, and 
Information aa to thair policy for opan market operations for the year 1923.
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EDERAL RESEdb^E B A N K  OF CHK3 VGQ
2 3 0  S O U T H  U s / l E  S T R E E T  < S

October 21, 1922

The Federal Reserve Board 

Washington, D. 0*

Gentlemen: j { \; : I

The attached letterjis intended to supersede 

a similiar letter which we sent you under date 

September 22, 1922. | The only change made is that 

we have certified as to the aocuracy of the Resolution 

itself as well as the signatures, and that the seal of 

the bank is affixed. This was done in compliance with 

a request from the Treasury Department*

Yours very truly,
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c.

October 18, 1922

The Federal Reserve Board
Washington, D* C.

Gentlemen:

I hereby certify that the following is a verbatim 
copy of resolution passed by the Board of Directors of the 
Federal Reserve Bank of Chicago on September 22, 1922:

FEDERAL RESERVE BANK OF CHICAGO
230 SOUTH LASALLE STREET

"The Treasury Department has requested us to 
furnish a new set of specimen signatures of the officers 
authorized to sell and assign U. S. Registered Bonds, 
notes, et cetera, for the bank, and in view of the changes 
in our personnel, Mr. D. A. Jones, Controller of the Bond 
Department, recommends that the old resolution of February 
21, 1921, be rescinded and the following resolution adopted 
in its place:

"BE IT RESOLVED, That J. B. McDougal, Governor, J. H. Blair, 
Deputy Governor, C. R* McKay, Deputy Governor, S* B* Cramer, 
Deputy Governor, Kent C* Childs, Controller of Loans and 
Credits, D* A. Jones, Controller Fiscal Agency Functions,
A. H. Vogt, Controller of Accounting, 0. J. Netterstrom, 
Controller of Cash and Custodies, Wm. C. Bachman, Controller 
of Collections, J. H. Dillard, Controller of Administration, 
Clarke Washburne, Controller of Investments, or A. W* Dazey, 
Manager Investment Department, be, and are ̂ hereby jointly 
and severally authorized and empowered to sell and assign 
any or all United States Registered Bonds/Notes or Regis­
tered Bonds/Notes of any description which are transferable 
on the books of the Treasury Department now standing, or 
which may hereafter stand, in the name of this bank, and 
to appoint one or more attorneys for that purpose.

“UPON MOTION, the above resolution was unanimously 
adopted and the Secretary instructed to forward copies of 
the same to the Treasury Department and to the Federal 
Reserve Board, together with certified copies of the sig­
natures of the above-named officers.”
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I further certify that the following signatures are the 
true signatures of the officers enumerated in the foregoing 
resolution:

. H. Blair, Deputy Governor

C. Childs, Controller of 
Loans and Credits

______  .
D. A. Jones, Controllej^-Fiseal

Functions

J}. 'Vogt, Controller of
Accounting

.Netterstrom, Controller of 
Cash and Custodies

Wm. C. Bachman, Controller of
Collections

Larke Washburrie, 'Controller of
Investments

A. W. Dazey, 

Yours very truly,

Investment
Department

S e e r  y
Federal Reserve Bank of Chicago
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October 6, 1922

Mr. W. L. Eddy, Asst. Sec.
Federal Reserve Board

Washington. D. C.

Dear Sir:

. Referring to your letter of the 4th 
instant? relative to resolution authorizing certain 
officers of this bank to sell and assign United States 
notes and bonds, wish to state that this resolution 
was intended to supersede the one adopted on February 
21, 1921.

Yours very truly,
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Desr Sirt

Receipt is acknowledged of your 
latter of _Sejgt.e*^«^^^M^.|nrTOlIng the Federal 
Reserve Board of the aotion taken by your 
Board of Directors, September 22nd, authoris­
ing certain officer® of your Bank to sell and 
assign United States notes and bonds.

The Board understands that the 
resolution quoted in your letter supersedes 
resolution of the same tenor adopted by your 
Board February 21, 1921.

Very truly yours,

Walter L. Eddy, 
Assistant Secretary.

Mr. W. P. MoLallen, Secretary, 
Federal Reserve Bank,

Chicago, Illinois.
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FEDERAL RESERVE BANK OF CHICAGO
2 3 0  S O U T H  L A S A L L E  S T R E E T

September 22, 1922

The Federal Reserve Board
Washington, D. C.

Gentlemen:

Please be advised that at a meeting of our 
Board of Directors held today, the following action was taken:

“The Treasury Department has requested us 
to furnish a new set of specimen signatures of the of­
ficers authorized to sell and assign U. S. Registered 
Bonds, notes, et cetera, for the bank, and in view of 
the changes in our personnel, Mr. D. A. Jones, Con­
troller of the Bond Department, recommends that the 
old resolution of February 21, 1921? be rescinded and 
the following resolution adopted in its place:

"BE IT RESOLVED* That J. B. McDougal, Governor, J. H. 
Blair, Deputy Governor, C. R. McKay, Deputy Governor, 
S. B. Cramer- Deputy Governor, Kent C. Childs, Con­
troller of Loans and Credits, D. A. Jones, Controller 
Fiscal Agency Functions, A. H* Vogt, Controller of 
Accounting, 0. J. Netterstrom, Controller of Cash and 
Custodies, YVm.C. Bachman, Controller of Collections,
J. H. Dillard, Controller of Administration, Clarke 
Washburne, Controller of Investments, or A« W« Dazey, 
Manager Investment Department? be, and are hereby 
jointly and severally authorized and empowered to 
sell and assign any or all United States Registered 
Bonds, notes or Registered Bonds, notes of any de­
scription which are transferable on the books of the 
Treasury Department now standing, or which may here­
after stand, in the name of this bank, and to appoint 
one or more attorneys for that purpose.

'‘UPON MOTION, the above resolution was 
unanimously adopted and the Secretary instructed to 
forward copies of the same to the Treasury Department 
and to the Federal Reserve Board, together with certi­
fied copies of the signatures of the above-named 
officers
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In compliance with the foregoing resolution; 
you will find below the signatures of the officers therein 
enumerated.

. B.^cDougar, Governor

f jJ b a U 't
H* Blair, Deputy Governor 

0. R. McKay, I^t>uty Governor

■
er, Deputy^GoV^rnor

\ ^ /
i) K M Z j t o A

/  Controllerof ^ 
j Loans and Credits

k

D. A* JcoieSf Controller^Fi^cal
lotions

\<^ounA "*
trojrfer of 

Accounting

/-/I . L<M - r- ______
0. J ^  Netterstrom, Controller of 

Cash and Custodies

W'^C. Bachman, Controller of 
“ )llecti(Collections

—€L~A.

•MI. JDillardV Controller of 
.. Administration

Clarke Washburne, Controller of
Investments

O LA  ..

A. W. Dazey, Manager Inves/titfent 
Department.

I hereby certify that the foregoing signatures are 
correct.

Yours ve
-<— c.
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Apru m § imz*

Itear Sir# .

Baoaipt is astai«*ledged of yoar

reaoiuti on |a«M& at if* iiaooutive Uoanlttoo 
sooting of your Jtalc on April 21* }93&* 
m % h a t i * i n g  Hr# Ft j* i n s i d e ,  Assistant 
Qooblor at tlae Bramii FooovmX iUscrvo Bon* 
st Dotrolt in attoot t&o asslgBsionto of 
United ^t&too regia torod, M i *

It. i»  noted Wml you &&*o advised 
t m  frmmiy of ihm autnority oon*
forrod u&m m§. to*r loo*

1?«fj truty youre#

^Si^ned) * •

‘ItoXttr JU $&4y* 
^ssi«t&nt Soo^e-tuiy

Hr# f* F. sialalXen, beoretary, 
Moral to#«m Bank, 

aiiio<i«o9 iu»
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(Cc^ also sent Treasury Department; f

Rws&r.** B#*fd

FED ER AL R E S E R V E  B A N K  OF C H IC A G O
7 9  W E S T  M O N R O E  S T R E E T

April 21, 1922

23

Federal Reserve Board 
Washington, D. C.

Gentlemen:

Please be advised that at meeting of the Executive Com­
mittee of this hank held April 21, 1922, the following action 
was taken:

At the recommendation of the Discount Committee of the Detroit 
Branch,i-UFOH MOTION, duly seconded, the following resolution was 
unanimously adopted:

WHERSAS, under the authority of a resolution 
passed by the Executive Committee on November 4, 1921, 
certain officers of the head office and Detroit branch 
of this bank are authorized to attest the assignments 
on United States registered bonds; and

YffiEREAS, it is desired to add to those officers so 
authorized to attest said assignments Mr* F. J. Maurice 
of the Detroit branch; now, therefore,

BE IT RESOLVED, that said P. J. Maurice, Assistant 
Cashier at the Detroit branch, be, and is hereby, authorized 
to attest the assignment of United States Registered Bonds.

BE IT FURTHER RESOLVED, That the Secretary be instruct­
ed to forward copies of these resolutions to the Treasury 
Department and the Federal Reserve Board, together with 
certified copies of the signature of the above-named officer.

In compliance with the foregoing resolution you will find be­
low the signature of the officer named therein^: which I certify is 
correct. ^77' si

ly'J. Maurice, Assistant Cashier 
(S Detroit Branch

Yours very truly,
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F o r m  N o .  181.

Office Correspoi-Jence FEDERAL RESERVE 
BOARD

] )ate ffoveafeer 50. 1921*

To Mr. Eddy SnKjerh Purchase of Municipal Warrants 

by Federal ReserveBanks*From_ Mr. Sinead

With reference to previous correspondence with Governor 

Harding on the above subject, I beg to advise that Minneapolis 

BD-7 schedule , dated November 21* 1921# shows the purchase of 

112,486.41 of sohool warrants of th© city of Ironwood, Michigan, 

also that the November 25 S-2 schedule of the Philadlephla Bank 

shows the purchase of a Cumberland County Highway note of a par 

value of $45,000. The warrants purchased by Minneapolis nature 

on February 1, 1022, and those purchased by Philadelphia on 

March 1, 1922.

Governor Harding advises m  that in view of the continued 

purchase of these warrants they should be shown separately in 

weekly press statements, and accordingly there is attached 

hereto a telegram to all Federal reserve banks advising thea 

that press statements showing the condition of the banks whould 

show municipal warrants separately immediately after the caption 

wtf. S. Certificates of Indebtedness - All other”* The item "Muni­

cipal warrants" will also be added to the balance sheet Form 34 

to be used next year.
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Dear Sirt

Receipt is acknowledged of your 
letter of November 5th, fcdvising of the 
resolution adopted by your Executive Com­
mittee on November 4th, authorising certain 
officers of the Federal Reserve Bank of 
Chicago and its Detroit Branch to attest 
the assignment of United States Registered 
Bonds.

Very truly yours*

(Signed) Vf. L7 Eddy

Walter L# Eddy, 
Assistant Secretary#

Mr# w*F. McLallen, Secretary, 
Federal Reserve Bank, 

Chicago, 111#
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Date ft<rmto*r IS. 1921,

T o ____ gw w o r  Ilmpairig*________________ Subject:_________*______ !__  ' ^ __ _1.

From___ _________________________________________ _____ ___________________________________

Form  No. 131. / , "] ® *
j FEDERAL RESERVE/VI V ’

V rrice Lorrespoiwence BOARD ?

With referenoe to m  m m t raiding th* pur- 
ohaee of wunioipel m rrmill# by th# Federal 2S###rw Bunk of Minneapolis 
end your raply thereto, dated Hyreaber gj m find that on October 28 
th# Minneapolis Bank puroha»«d l20,000 of municipal warrants from th# 
Iroiiwood Wntlonal Bank, Irmrood, Mijhigatt, mid that on ?f<mrib«r S 
and 4 th# Kanaa* City Federal Beeer?# Bank pwrohaeed trm tha Fidelity 
national Bank and Tru#t Compare of Kanaae City #$09,000 of municipal 
warrants of Jaokeon County f Hisoouri»

Th# warrant# purchased by th# Minneapolis Bank matured on How&er 10, 
and tho## purchased by the Kan#*e City Bank m November 18, i$2l.
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FEDERAL RESERVE BANK OF CHICAGO
79 W EST M ONROE STREET

November 5« 1921

FEDBRfcL RESERVE BQ6.HD, *>
Washington, D* 0.

Jent lemen:

Please be advised that at m e e tin g of the Executive 
Cownittee of this bank held Hovsmber 4, 1921, the following action 
was taken:

At the recommendation of Deputy governor Cramer,
UPOIJ M0TI0H, duly seconded the following resolution was unanimously
adopteds

WHEREAS, Under the authority of a resolution 
passed by the Executive coramittee on Maroh 25, 1921, 
certain officers of the haad office of this bank are 
authorized to attest the assignments on United States 
registered bonds; aad

WISES4S, no provision has been made for t&kin# 
care of this wont at the Detroit Branch; now therefore,

BE RSSOLVKD, That Messrs* w. P* MoLallen,
Secretary, D. A. Jones, Controller Fiscal Agency Functions,
J. H. Rsaabaugh, Manager iovernnent Bond Department, 0. J. 
Hetterstrom, Controller of casb and Custodies, F* Bate.nan,nanager 
Securities Bepiuttment, Clarke washbume, Controller of In­
vestments, A. w. Dazey, Manager Investment Department,
Robert B* Locke, Manager Detroit Branch, William B. Cation, 
Cashier, Detroit Branch, and John B# Dew, Assistant cashier, 
Detroit Branch, be, ami are hereby authorised to attest the 
assignment of United States Registered bonds.

m  If FURflUR RESOLVED, fhat the Secretary be in­
structed to forward copies of these resolutions to the Treas­
ury Department and the Federal Reserve Board, together with 
certified copies of the si matures of the above named officers.
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federal Reserve Board
ll/B/im

la compliance with the foregoing resolution you will 
fiad fcelov the signature* of t&e officer# therein enxnemted.

?• Bateman, Manager SeouritTea depart* 

Clarice f&sJmra*t Controller of Invest-
meat*

Can 3% e&tioa* Oasliier* Betrolt Branoh

i B. Be** Assistant Cashier, Detroit Branta

I hereby certify that the signatures are aorreat.

Yours veiy truly*
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F e d e r a l  R e s e r v e  B o a r d

OFFICE OF THE GOVERNOR W A S H IN G T O N

November 2, 1921.

Dear Mr, Smead:

Your memorandum of October 31st/relating 
to the purchase of municipal warrants by the Fed­
eral Reserve Bank of Minneapolis was brought to 
the attention of the Board this morning.

The close attention that you give to these 
matters is appreciated, "but the Board believes that 
there probably are some special reasons for the pur­
chase by the Minneapolis bank of the warrants listed 
on the transcript of October 18th, which is returned 
to you herewith, and unless the amount should be 
increased it doss not deem it necessary to bring 
the matter to the attention of the officials of the 
Minneapolis bank, nor to make any special reference 
to it in the Board’s future press statements.

You are requested, therefore, to report 
any further purchases of municipal warrants by the 
Minneapolis bank or any other Federal Reserve bank 
but not to make any change in the present form of 
statement unless increased purchases of municipal 
warrants should seem to make such a course desirable.

Mr. E. L. Smead, Chief,
Division of Reports and Statistics, 

Federal Reserve Board.
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Office Correspondence FEDERAL RESERVE 
BOARD

To Subject:.

a | 4 i f i l n i  a m  T m i  M itt i a i i i i  v h t fU M a *  a y  n i r ^  4 I H ■ A m l v A  £ M B -ijftn §  4 a  i M m f i t i

tfa# pnmh—i if  m ltip a  wftWl# m% \hl» Mm* mtIwg ltl7* vtmi * » i -

D«>aJ fm MMkbly Wt^MM a»m<|U|4 4 W  mm4|m|

ftAd 1m 1911 >fi Inrti tha tftVtlM *411 9th*r urnlnf l in ii* !. tha ltttter ••w*

Urnlr la l iM t iia i  ta tttld' tfeaat Maml*iv*l vw aitta wpfcll thav w m & M rm  in 

JuMurv t — ... . #* vo&lA' mmoi fMMMa^rr to flflit tts m m m I a I v  'is *3fc*

BM|Q # Z lW l  'PNPPi' f?t§f|f*l*lli* W  in lW  iWiWI I WtHlia PljQpiVl W «1  lip  

i 4n lt ii  vlln iflli& l H » r u 4t* k> yaad, fw  MlnniiTwl t a Buik ia waw M M «i« 

i— ! 4luMi M p ru k i aj> vM illa fcaiuhik 'lbs in n  ■urtni.*.

t#

/ / A h /
^ P t4pt^

Sofzi/ti
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Ex -Of f ic io  Mem b e r s

WILLIAM 6 . McADOO
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD

WASHINGTON

X-l*

W. P. G. HARDING. GOVERNOR 
PAUL M. WARBURO, VICE GOVERNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 
CHARLES S. HAMLIN

H. PARKER W ILLIS. SECRETARY 
SHERMAN P. ALLEN, ASST. SECRETARY 

a n d  Fis c a l  Agent

ADDRESS REPLY TO

FEDERAL RESERVE BOARD

February 20, 1$17*

Dear Sirt

Recently there liave come to the Board some requests 

of Federal Reserve Banks for approval of purchases of warrants 

in excess of the 25$ limit.

The object of this letter is to inform you that the 

Board does not "believe that it would be good policy at this time 

for Federal Reserve Banks to invest in warrants. Such invest-
%

ments should be encouraged during periods of great ease of money 

and when rediscounts from member banks and offers of bankers1 

acceptances are not expected to be heavy. At the moment> however,, 

when indications are that rates are likely to harden and when 

Federal Reserve Banks must be prepared to meet heavy demands upon 

them by their member banks, the Board thinks that it is inadvisable 

to invest the funds of the Federal Reserve Banks in warrants.

Very truly youra.

Governor.
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A L B E R T  W . R U S S E L .

R U S S E L  W H E E L . 6c F O U N D R Y  CO . 

D E T R O IT , M IC H IG A N

'I -Iys/

October 7th, 1921.

The Honorable W. P. G. Harding,
Governor Federal Reserve Board,
Washington, D. C.

Dear Governor Harding:
/
/ I acknowledge receipt of your letter of September 

28t.£u- I forwarded to the Governors of WS^Federal Reserve 
Banks of Chicago, Eew York and Bost/on, letters in line with 
my. letter to you of September 26thi- altered, however, as 
per endosed^Tefier to the Governor of the Chicago Federal 
Reserve Bank.

I am today in receipt of a reply from Mr. MeDougal, 
copy of which is enclosed*

I will also forward copies of replies from New York 
•and Boston when these are received, in the view that they 
might "be of interest to you.

Yours very truly,
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COPY

FEDERAL RESERVE BAW, OF CHICAGO 

¥9 West Monroe Street

October 6, 1921*

Mr* A, W. Russel,
o-o Russel Wheel & Foundry Co*,
Detroit, Michigan.

Dear Sirs

I sin in receipt of your letter of October 1st, 
expressing your opinion that lower interest rates than 
those current should prevail under present conditions, 
suggesting a method whereby this result may be attained, and 
asking for my comment and criticism*

While I have read your letter with interest and 
am pleased to have your views with regard to this very im­
portant matter, the points involve questions with respect 
to which I prefer not to be quoted, and, consequently, I 
regret my inability to acquiesce in your request for an ex­
pression of my own views for use in connection with the 
paper which you are preparing for publication,

Yery truly yours,

(Signed) tf* B. McDougal-

Governor
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A-

/

: ‘ W M

J  f  Mr 
/ W -  i

Th* Honorable 3am* B. 
d&romox Federal Reaerre Bank of Chicago 
Chioago, m inois.
Dear Siti

fflla writ®* !>«*• lest* to offer for year oritioism, 
a *n«g»etloa for aetion by th* Federal. Hesorve Beak of OMoago eafi 
ethor Federal Reearre Beaks with «*»•*• w w m e , to foree interest 
rata* of aoaiieroial baafc* to a Mai# oorts! etent with Federal 3t*#ejpifl* 
Bask re-diaoonnt rate*.

2J» writer belleree that oonaldsrobly lower interact 
rates than prevail today, should be la and weald result to
th* benefit of industry and ttnemployiBent. 5h* enolosed artlole, pub­
lished la "The ^nnaliBt", may he of interest to yotu

Granted that lower oanneroial interest rates wool* 
relieve the diatreaB in indaBtry end Bnenrpioyiaent, or that for any 
other reason it is d*sirehl* that lower oonrtarolal intereet ratea - 
chould follow Federal Reserve BwUt rates and ahottld not *xe**d thea, 
oannot the Federal Heesrve BboIlb fore* lower oommerai&l ratea by in- 
ereaaing on their mm. initiative the res err* funds of oatamereiai banltB 
by purchasing h ills and aooeptanoea, Oorernment end publle Beeoritiea, 
thereby patting late olroolation Of oommeroial benijs sat eaoant of *•» 
eerre money equal to the aaoant af aeourltlee pnrohaaed* B® "eeeom 
money" I ateaa Federal Reeerre Bunk deposit or note liabilitleB . Inafi- 
aooh a* anoh reeerre money w ill anpport aotaally ten liaM  Its amount 
ia oommerelal beni eredlte, the praetioal effeot of aneh inveataeata 
by the Federal Reaerre Beaks will b* that t«a dollare of money, f*om» 
meroiel bonk aredite), w ill be mad* available fay every dollar la- 
veated by ?*deral Eeeerve Bank*.

For instance, i f  th* Federal Eaeerre Beak of Hew Sort

t&to m&mto of fond# to:t$u»' $mm 'Mmrnm toil;
deposit liabilitiee or notoe won3it neoeeaarily go to the oredit or 
tot# th# ▼aalte of the oaaowrol&l banJce, tha rea alt of which would be 
that thoae banks would either oae the fando to pey down on their ad- 
tMfttNi from their Bi§«rte;' l M . t of- if tliejr were ilrt* «f'
adYanote ft fliif*' w#i3L.I km* «xoe00 forxde t# 3UMt«.

Hill not th« l«ttllim§ CGB"#f m tm  tm the 
federal B#a#prt be adding %# tfe#. of
twit te eacjr money A %km' t# txmtfa ■ funde to
the high rate AiBtriote? If the Hew Torfc Federal Heeerve Benk In- 
'W©fiA to.. puhiio tMMM&illi* to ''tte mtim

then there «nl&. be a .e-fftsli*
i o i ' r & t e a #
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L - ,

She Hon* Jemes B« McBougal. •«• October let, 19£1

the purchase of one hundred million dollars of treasury 
Certificates by the lew York ft eral Reserve Bank would make available 
one billion dollars of additional money la the commercial banks, pro* 
Tided no portion of these fund* were need to liquidate Federal Reserve 
Bank loans to member banks# The Federal Reserve ratio of the lew 
fork Federal Reserve Baak by such anti on would be lowered from 84 to 
77 percent on a basis of it® statement of September £lst, provided 
a m i  of thee# fundi came back through member bank* of the district of 
the Hew fork Federal Reserve Bwte*

Om m  expect to see commercial rates lower thm  
Federal Reserve Benk re-discount rates # as long as any considerable 
portion of the banks In the Federal Reserve district are forced to re­
discount? And can we expect that re-disc canting will not be a regu­
lar practice of the future, but that it shall only be availed of for 
emergency or seasonable needs. If the Federal Reserve Banks do not 
oroate reserve funds by open market investments to the extent needed 
to meet ordinary demands for money In normal times?

It is the writer1* belief that the policy of the 
Federal Reserve Bunks with reference to the amount of reserve funds, 
(Federal Reserve aefces sni deposit liability), which it can create 
end retire through its open market purchase® and sales, Is as Impor­
tant or more so than its re-discount rate, in the effects on monetary 
conditions end industrial conditions.

the interest of the writer In securing your criticism 
on the natter referred to above, Is because of some writing he is 
doing on this subject m&r which he Is preparing for publication*

fours very truly,
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/■ ... )
;i® a a r )fir* Bernals /'
i'
I v? /
\ I haveytiar latter of the 25th instant^ which I have read

9m Federal Beserre Board Juts already authorised Federal 
reserve banks to parohaee treasury oartifiestas itfiioh appear* 
because of their short maturities, to be & batter investment 
for tha Federal reserve basks than tha linger tana C ^ e n ^ p t

In view of th© fact that the float!ng~le^FoF’"the Sraaaary* 
ttiioh la represented by thass certlfiaates, is now nooething 
over $3,000,000,000, it seams that tho idea you cuggoat oan ba 
carried oat Just as affectively by tha purchase of oertifioatee 
aa it oould ba by tha j**ro«aae of bond?.

Tbur attention i3 called to tha fact, however, that Congress 
did not provide a aentral bank in this country* but provided for 
twelTe federal reserve banks* lhaaa baska are under tha &umx*l 
supervision only of the ?edez**l Btsarva Board but mra under tha 
direct supervision aad control of their om  boards of directors* 
She Board doea sot appear to have tha power to oospel a Pedaxal 
reserve bank to oske asy inveataaent whioh its oan direotora nay 
daata inadvisable and 1 would suggest, therufora* that you oo»» 
noniaate your idaa to sooe of tha Federal reserve bank a, partioul- 
arly tha Fedaiul Baaaxva Bank of Chioago* without mentioning 
thia aorrsspondanoe* 2 would ejppaolate it if yoa would eenI m  
oopiea of tha repllee received.

Very truly youra.

G o v e r n o r #

Albert W* Bassel»
foundry 0o< 

iSVtrolt* Michigan*
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A L B E R T  W . R U SSE L .
R U S S I L  W H E E L  &  F O U N D R Y  C O .

September 26, 1921*

Hon. W. P. Gr. Harding,
Governor Federal Reserve Board,
Washington, D. C#

<\
Dear Governor Harding: v ,

/
About two months ago I submitted a paper to you in 

which I urged that some means be provided to compel the commercial 
banks to lower their interest rates to properly conform with Federal 
Reserve Bank re-discount rates. Since then, I have given considera­
ble study to the matter, and I beg leave to suggest to you methods 
by which this may be accomplished.

The Federal Reserve Banks, by purchasing bills and ac­
ceptances, and Government and public securities, put into the circu­
lation of commercial banks an amount of reserve money equal to the 
amount of securities purchased. By "reserve money" I mean Federal 
Reserve Bank deposit or note liabilities. Inasmuch as such reserve 
money will support actually ten times its amount in commercial bank 
credits, the practical effect of such investments by the Federal Re­
serve Banks will be that ten dollars of money, (commercial bank cred­
its), will be made available for every dollar invested by Federal 
Reserve Banks.

For instance, if the Federal Reserve Bank of Hew York 
purchased on the market, one hundred million dollars of Government 
bonds , this amount of funds in the form of Federal Reserve Bank de­
posit liabilities or notes would necessarily go to the credit or 
into the vaults of the commercial banks, the result of which would 
be that those banks would either use the funds to pay down on their 
advances from their Federal Reserve Banks, or if they were free of 
such advances or re-discounts, they would have excess funds to loan.

Will not the levelling up of rates in the different 
Federal Reserve districts be greatly helped by adding to the glut of 
funds in the easy money districts,forcing them to invest funds in 
the high rate districts? If the Few York Federal Reserve Bank in­
vested in securities originating in the high rate districts, then 
there would be a direct action tending toward equalization of rates.

The purchase of one hundred million dollars of bonds 
by the New York Federal Reserve Bank would make available one billion 
dollars of additional money in the ccmmercial banka, provided no 
portion of these funds were used to liquidate Federal Reserve Bank 
loans to member banks. The Federal Reserve ratio of the lew York 
Federal Reserve Bank by such action would be lowered from 84 to 77 
percent on a basis of its statement of September 21st, provided none 
of "hese funds came back through member banks of the district of the
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Hon. W. P. G. Harding. -2- September 26, 1921

New York Federal Reserve Bank.

Furthermore, the purchase of Government "bonds by 
Federal Reserve Banks would he profitable to them, for the bonds 
would naturally increase in market values as bank interest rates 
dropped*

In the writer’s opinion, relief of unemployment and 
general industry can be brought about quickly and effectively by 
the means suggested above. As to the entire practicability of this 
suggestion, the writer is not qualified to judge. It is, of course, 
true that this plan necessarily means inflation of values and prices; 
but in view of the fact that some commodities have declined at a 
rate entirely out of relation with others, is it not reasonable to 
expect that a tendency towards higher prices will only affect those 
that have been forced to levels inconsistent with the general average 
of prices. A complete readjustment of values will not come about 
until railroad rates and wage rates in some trades, are considerably 
reduced from their existing scales; and from present indications, it 
would seem that we cannot eaqoect this complete readjustment within 
at least a couple of years*

In view of the distressing conditions we are facing 
today and for the coming winter, and also on account of public senti­
ment, would not a period of mild "secondary11 inflation be desirable? 
It would seem that there is no danger of a tendency towards inflation 
getting "out of hand", because of the control the Federal Reserve 
Board can exercise through higher re-discount rates and reductions 
in Reserve Bank investments*

If the suggestion made in this letter is of interest 
to you, the writer would like to discuss it in more detail with you, 
and is prepared to call on you at your convenience*

Yours very truly,

AWR-EV
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I

Dear Sir:

Beeeipt is acknowledged of 
yonr lattar of_JhgflkJ&J enclosing 
copy of resolution adopted "by the 
Board of directors of tbe Federal 
Beserve Bank of Chicago, <faic& aasnds 
the ras§lotion paased >>v tbe fxeeafei'te 
OofiBBittea on ?*h ru% ry H I and confirms*! 
"by yoar Board of Director* on fabrtaary 
35, Authorising certain officarsi of 
your Bank to sell, asalgti or transfer

Mr. D. A. Jonas,
Controller of Fiscal Agency functions 

federal Baser?* Bank of Chicago, 
Chicago, Illinois.

United State* Bag!stared Bonds

fery truly yours,

> H. G. Eiiicrsoa

1. 0. Saerson, 
Assistant to OoVemor
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F E D E R A L  R E S E R V E  B A N K  OF C H IC A G O

Washington
D.O*

Gentlemen:

Enclosed you will find resolution passed/by our Board 
of Directors on Friday, March 25j 19^1^ /amending re­
solution passed by the Executive Committee on February 
El and confirmed by the Board on February 25, copy of 
which was forwarded to you,authorizing certain officers 
to sell, assign or transfer United States Registered 
Bonds•

7 9  W E S T  M O N R O E  S T R E E T

K ^ r c h S e ,  1921
y &L,

Federal Reserve 3oard

DAJ AJJP
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FEDERAL R E S E R V E  B A N K  OF C H IC A G O

FEDERAL RSSKilYiS BOAR])
WASHINGTON

Gent lemen •

At regular meeting of the Board of Directors of this 
oauk held Friday, March 25, 1921, the following action was 
taken:

UP OK MOTION, the Directors voted to amend the resolu­
tion passed by the Executive Committee at meeting of February 
21st, (confirmed by the Board on February 25, 1921) authorizing 
certain officers to sell, assign or transfer U. S. Registered 
Bonds, and certain other officers to attest said assignment, by 
inserting in the first aid. second paragraphs thereof the words, 
"jointly and severally,” so that each paragraph of said resolu­
tion shall read:

and the Secretary */as instructed to send copies of the said 
resolution, as amended, to the Federal Reserve Board and the 
Treasury Department.

Please attach this letter to ours of February 25, 1921, [ 
on the same subject.

7 9  W E S T  M O N R O E  S T R E E T

March 26, 1921

*** "be, and are hereby, jointly and 
severally, authorized” ***

Yours very truly

S e c r e t a r y

WFM:R
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fe’bm a r y  1931.

Dear Sir:

Beoelpt is acknowledged of yonr
f
miWtting 

resolution adopted Tsy the Board of 

Blractors of tho fodoral fbserve Bank of 

Chicago on that day author!ting certain 

officer# of that Bank to toll, assign
mu*

and to attest assignment of United States 

Beglstored Bonds.

fery truly yours,

iifcned) k. (j. S fflR 1,9 .w

B. 0. Snerson, 
Assistant to Governor.

Mr. 1. f. McXallen, Secretary* 
federal Beserve Bank of Chicago, 

Chicago, Illinois.
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FEDERAL RESERVE BANKOF CHICAGO
79  W E S T  M O N R O E  S T R E E T

1921.

f r r .. - " K \
•  (#j . Yil

SEDDBAL R3S3R7E BOARD,

Washington, D* 0.

Gentlemen:

please be advised that at meeting of the Executive 
Committee of this bank held February 21, 1921, the following 
action (confirmed by the Board of Directors this day) was 
taken:

In view of the changes in our organization 
it was voted to rescind the resolution of February 
28, 1919, authorizing certain officers to sell, 
assign or transfer U* S. Registered Bonds standing 
in our name on the books of the Treasury Department.

And the resolution of August 27, 1920, 
authorizing certain officers to attest the assign­
ment of U* S. Registered Bonds,

And the following resolution was adopted 
in lieu thereof, subject to the approval of our Board 
of Directors:

E7i IT EBS0L7KD, That J. B* McDougal, Governor,
C.R. i:cKay, Deputy Governor, 3* B. Cramer,
Deputy Governor, Kent U. Gljilds, Controller 
of Loans and urec its;*,:F. J,-'Carr, Controller 
Member Barak Accounts? B. A# Jones, Controller 
Fiscal Agency Functions, A.H. Vogt, Controller 
of Accounting, 0* J. Hettersti*om, Controller 
of Cash and Custodies, Yv. 0* Bachman, Controller 
of Collections, J. H. Dillard, Controller of 
Administration, Clarke Washburne, Controller of 
Investments, and A. 7/. Dazey, M & n a ^ r  Investment 
Department, be, and are hereby, authorized and 
empowered to sell and assign any or all united 
States Registered Bonds or Registered Bonds of 
any description, which are transferable on fee 
books of the Treasury Department now stariding, 
or which may hereafter stand, in the name of this 
Bank, and to appoint one or more attorneys for 
that purpose.
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FEDERAL R E S T  B A N K  O F  C H ICA G O

FEDEPAL RES1F.VE 3CAKD -2- February <25, 1921

BE IT RBSOLYKD, that Liessrs. Y/..F. LlcL&llen, Secretary*
D. A. Jones, Controller Fiscal Agency Functions, J.K. 
Rumbaugh, Manager Government Born. Department, 0. J. 
betterstrom, Controller of Cash and Custodies, F. 
B&teman, Manager Securities Department, Clarice 
Washburne, Controller of Investments, and A, W* D&zey, 
Manager Investment Department, be, and are hereby, 
authorized to attest the assignment of United States 
Registered Bonds.

BB IT SURTHER BES0LV3D, That the Secretary be instruct­
ed to forward copies of these resolutions to the treas­
ury Department and the Federal Reserve Board, together 
v/ith certified copies of the signatures of the above 
named officers.

In compliance with the foregoing resolution you will find below 
the signatures of the officers therein enumerated#

rnment Bond Department)

IF."Bateman, M a n a ^ r  Securities Department)
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FEDERAL R E S *" ' i  B AN K  O F  C H IC A G O

FEDERAL RESERVE 3QAJ0 -3- EBbruary 2 5, 1921

Yours very truly,

GR-LB
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(form l±8

FEDERAL' RESERVE BOARD
LEASED W IR E  SER V IC E  

W A S H I N G T O N

UoOoid - Atlanta*

*2 ‘

"“'-"J

B tftreoA  w  m & w m  togtt* a* airoulntion
bowl®* A« S. Pratt 4 Sena adriae tadc^a !*oot*Uon U.S. 
P a a s m  2*» U. 3. Css*©*# 2* • 101^/8| # 9
W  «** prepan&d to m s m
sale*
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W A S H I N Q T O N 2— »4M

J;

AfVll *S». ttttk

HoQord -  Atlanta*

Tour..wjr* 9th* a* S* Iratt & Sams a&viao they hat* »o ciroiilatiu^*-^' 
twnda available* Stafea last safe o f 0*s* 2f s at 101-7/8$ last 
sal® o f 4f a 1928 106-3/4* fisoy aro dally osfioetlag to m$m a 
purtihaae of amah bmids, at filial* tli» 1 will advi'oe you fart;to 
as to definite quotations*
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TELEGRAM

FEDERAL RESERVE SYSTEM -n
(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C*

66iS£X

Atlanta Gax 1207p 9 ^

Saerson

HIBoard Sfoshlngton DO

Kindly ask pratt aad Sons quote best price $10,000 U S  2 aad ooasols a
percent f \ , ,

registered also 4 sine due 1925 Washington delivery ' L

McCord v
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• J L - x L  /  "

p>

August 6, 1919 ^  "5  :.

TO ALL BANKS « TRUST COUPANIBS,
FIFTH FEDERAL RESERVE DISTRICT!

Enclosed is a copy of Treasury Department Circular No. 147,
Division of Loans & Currency, dated July 22, 1919, revising regulations 
regarding

ASSIGNMENT OP UNITED STATES REGISTERED BONDS & NOTES

In this connection your attention is called to the following 
excerpt from Treasury Department Circular No. 100, Division of Loans & 
Currency, dated December 26, 1*17, STATING WHO ARE AUTHORIZED TO WITNESS 
THE EXECUTION AND ACKNOWLEDGMENT OF THE ASSIGNMENTS OF REGISTERED BONDSt

"Tne officers authorized to witness the execution and ac­
knowledgment of the assignments of registered bonds are the fol­
lowing: Judges and clerks of United States courts; United States 
district attorneys| collectors of custom*; collectors of internal 
revenue; asisstant treasurers of the United States located in 
Boston, New York, Philadelphia, Baltimore, Cincinnati, New Orleans,
Chicago, St. Louis, and San Franciso; executive officers of 
Federal Reserve Banks and their branches located in Boston, New 
York, Philadelphia, Cleveland, Richmond (with branch at Baltimore),
Atlanta (with branch at. New Orleans), Chicago, St, Louis, Minneapolis,
Kansas City (with branches at Omaha and Denver), Dallas, and San 
Francisco (with branches at Seattle, Spokane, and Portland); execu­
tive officers of national banks and of other incorporated banks and 
trust, companies organized under the laws of any State, whether or not 
members of the Federal Reserve System; and in the District of Columbia 
the executive officers of any trust company doing business in said 
District under the i.aw* of Congress. Registered bonds also may be as­
signed at th« Treasury Department, Washington. In the absence of any 
officer authorized to witness assignments upon application to the 
Secretary of the Treasury, Division of Loans and Currency, Washington, 
special authority will be issued for a postmaster to act. Notaries 
public are not authorized to witness assignments. In all cases the 
officer before whom an assignment is executed and acknowdged must 
add bis official designation, residence, and seal, if he has one, 
same being affixed to the bond,”

Respectfully,

FEDERAL RESERVE BANK OF RICHMOND, 
FISCAL AGENT 0. THE UNITED STATES.
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ASSIGNMENT OF UNITED STATES REGISTERED BONDS AND NOTES.

m9- T r e a s u r y  D e p a r t m e n t ,
Department Circular No. 147.1

------- O FF IC E  OF T H E  SECRETARY,
Division of Loans and Currency.

Washington, July 22, 1919.

To Officers Authorized to Attest Assignments of United States Registered Bonds and Notes:

In taking acknowledgment of the assignment of United States registered bonds or notes 
yon are respectfully requested to call the attention of assignors to the regulation of the Treasury 
Department that an assignment by an executor, administrator, trustee, guardian, or attorney 
to himself individually is void and that no transfer will be made upon such an assignment, except 
upon special authority granted therefor by the court having jurisdiction of the matter.

When such assignments have been unadvisedly executed, and the bonds or notes forwarded 
for transfer without having first obtained an order of court, the bonds or notes will be retained 
and action suspended until a duly certified copy of an order of court ratifying and confirm­
ing the assignment so made, giving date of assignment and describing the bonds or notes by loan, 
number, and denomination, shall be furnished this office.

The order of court may be as follows:
County o f -------

State o f -------- J
IN  T H E  P R O B A T E  C O U R T  OF  SA ID  C O U N T Y .

In the Matter of the Estate of Richard Roe, Deceased; John Doe, Administrator.

Be it remembered that on this th e --------  day o f -------- , 19----- , it is made to appear
to the satisfaction of the court, upon the petition of John Doe, administrator of the estate of 
Richard Roe, deceased, and upon the evidence submitted at the hearing, that said John Doe is
justly and legally entitled in this own right to the-------- United States registered---------------per
cent bonds (notes) o f -------- for $---------each, numbered--------- and--------- , and inscribed in the
name of said Richard Roe: It  is now, therefore, adjudged and decreed that said John Doe, as 
such administrator, be authorized to assign said bonds (notes) to himself [or, it is adjudged and
decreed that the assignment of said bonds (notes) heretofore executed, to wit, on -------- ,
19------ , by said John Doe, as such administrator, to himself as an individual, is now hereby in
all things ratified and comfirmed], to the end that he may have new bonds (notes) issued in his 
name and his title thus perfected.

Judge of said Court.

The clerk of said court should certify to the official character of the judge, the genuineness of 
his signature, the correctness of the copy, and affix the seal of the court, and the judge should 
make a like certificate as to the authority and signature of the clerk.

Care should be taken to have assignors sign their names exactly as written on the face of the 
bonds or notes, or in the powers under which they assign, and to fill blank spaces on backs of 
bonds or notes as to date, place of execution of assignments, and names of assignees.

Attention is called to printed instructions on the backs of the bonds and notes.
CARTER GLASS,

Secretary of the Treasury.

130160°—19
1 Superseding Department Circular No. 17, dated July 26, 1913.

W ASHINGTON : GOVERNMENT PRINTING OFFICE : 1919
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