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Dear “Ir, Platt:

I mave receivel through ths Central Committee of Governors,
located in Few York, a letter quoting a telégmm received on March
24, 1923, from the Federal Reserve Bank of Tallas, ns follows:.

"National Park Bank will deliver to ycu $100,000 U, S,
Treasury 4% 2014 notes Series B-1926 due Ssptember 15, 1925,
which you are authorized to purchase for our account on basis
ninsty-nins and acerved interest, charging our account to
covar purchase rrice, Hold notes for ocur account sending us
custody receipt., 7irg amount charged., This for our invest- i
ment account”,

This clearly representa’a rurchase of notes by the Feleral Reserve '
Bank of Dallas for it own investment accg«i:it,\and seems to be a
violation of the erstanding that ths Toderal Reserve Banks would

not at this time fncr2ase their investments in Governusnt securities

R e SRR L S s B R T

i through purchasfs outside ths sys tem,

Vsry truly yours,

S O

], ?, GIL3ERT, Jr.,
Under Secretary.

Hon, Fimumid Platt,

Actirg Governor, !
Tederal Reserve Bank,

Washinzton, N, C,

Digitized for FRASER
hitp://fraser.stlouisfed.org/ .
F - (oo Bankof-St-louis e e — . . T P - .



Reproduced from the Unclassified / Declassified Holdings of the National Archives

EXCERPT FROM SECRZTARY'S MINUTES OF GOVERNORS' CONFERENCE
MARCH 26 - 29, 1923, R e PR~
w
5/ 2 {ﬂ/ 1
Topic I. A Report of Committee on Centralized Execution of
Purchases and Sales of Govermment Securities for
Account of Federal Reserve Banks. (see para. 9)

The Governors expressed themselves as being in favor of the plan set
up in the Board's memorandum X-3675, and with the establishment of the Open

Market Investment Committee for the Federal Reserve System to supersede on

and after April 1, 1926, the present Governors Committee on Centralized
Execution of Purchases and Sales of Govermment Securities for Account of
Federal Reserve Banks.

The Federal Reserve Board, upon the suggestion of the Governors, ap-
pointed the members of the old committee to serve as members of the new com-
mittee. (see X-3689 of April 7, 1923 ).

It was generally felt by the Governors that the Board's resolution
should be construed so that the banks should have some latitude in making

retail intra-district purchases of acceptances.

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

%}}M JV’) 25y, b
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RESOLUTION RECENTLY ADOPT'D BY THE FEDERAL RESERVE FOARD.

"Jhersas the Faderal Reserve Board, under the powers given
it in Sections 1% and 14 of the Faderal Ressrve Act, has authority
to limit and otherwise determine the securitics and investments
purchaszd by Federal reserve banks:

Wnerzas the Federal Reserve Board has never prescribed any
limitation upon open market purchases by Fedsral raserve banks;

“hareas the amount, time, charactar, and manner of such pur-
chases mdy 2xercise an important influence upon the money market;

"hareas an open market invastment jolicy for the twzlve banls
composing the Fsderal reserve system is nacassary in the interasst
of the maintenancz of a good relationship betwesn the discount and
purchas? op:rations of the Federal reserv: banks and the general
monay market;

Whersas heavy investments in United States securitizs,
particularly short-dated certificats issues,; hava occasioned em~
barrassment to ths Treasury in ascertaining the trus condition
of the money and investment markets from tims to time,

THEREFORE, Be It Resolved, That the Fedaral Reserve Board,
in the exercisa of its powers under the Federal Resarv: Act, lay
down and adopt the following principles with regpect to open
market investment operations of the Federal reserve banks, to~wit:

(1) That the time, mammer, character, and volume of open

market investments purchasad by Federal rsserve banks be governed

Gz, fled 3337
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-2~ X-3675

with primary rogard ¢ th> mecorzcdation of commsrcs and
business and to ths offect of such purchasa2s or sal:s on the
general cradit situation.

(2) That in mak ing th ssloction of op:n morket ;urchases,
caraful reg.:;d bs always rvivan to the bearin. of jurchases of
Unit:d Statss Governmsnt securitiss, especially the short-datsd issuss,
upon the market for such sacuritizs, and that op:n markst jurchasss bs
rrimarily commcrcial investments, except that Trezsury certificat:s
b: dsalt in, 28 at present, under so-called “repurchase® a,rsement.

Be It Furtasr Resolved, That on and after April 1, .1923, the

pr:sent Committos of Governors. on Centralized Execution of Purghas3is

and Sales of Govornment Sscuritiss be discontimucd, and be supersidad
by a new committ:a knowh as the Qpen Market Investment Commjttse for

the Faderal Riserve System, said Cormittee to consist of five roprss:mta-
tives fra;x the: raserve banks snd to bz undar the gemsral supervision
_of ths Fédaral Reserves Board; and that it be thas duty of this Committee
-0 dsvis: and racommend plaps for the purchass, sala end distribution

of the open markat purchases of ths Faderzl rzserve banks in accordance

with the abovs principlos and such regulations as may from time to time

b2 laid down by the Fad:ral Resarve Board.".

Note: Th2 Board has dotermined that Govarnment sacurities of

short maturities should be liquidated first, and wishes the

opinion of tha Confarance of Govornors as to how this may
best b3 done without disturbance to ths marlet.
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Dsar S4r:

This w#ill acknowledge raaolpt of yom' letter

ké’lf ~.«w’,,_,. , T ‘f‘“ﬂ“( h‘\-vu t}
.of Tebruary 10th \oucloning uiuuus nl the mtlng of tbc oy _J/Z’ 2

b g

e o R

Committes of Governors on ountnli ud encuuon of purchun
and salss of Government securities dy Federal nuorvo banks,

beld at the Yederal lHoserve Bank of Boston on Fehruary 5th,

togethar with a copy of the report and accoumpanying ex-

bidits presented at that meeting.

Yours very truly,

Acting Gowernor.

Mr, W. B. Matteson,
Federal Beserve Bank,
Hew York, H. Y.
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Committee of Governors on
Centralized Execution of Purchases
and Sales of Government Securities
by Federal Reserve Banks. '
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FEDERAL RESERVE BANK

. OF NEwW YORK

CONFIDENTIAL February 10, 1923,

My dear Mr. Platt: Al 733, -en d,,,( . 2/5 Y
Enclosed are the minuteg f the meeting of thé Committee

of Governors on Centralized Execution of Purchases and Sales of

Government Securities by Federal Reserve Banks, held at the Federal

Reserve Bank of Boston on February 5, 1923, together with a copy

of the report and accompanying exhibits presented at that meeting.

W. B. Matteson
Secretary of the Committee

Enclosures

Honorable Edmund Platt,
Acting Govarnor, Federal Reserve Board,
Washington, D. C.
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‘REPORT OF COMMITTEE O F GOVERNORS ON CENTRALIZED E@CUT@% g / ;
OF PURCHASES AND SALES CF COVERNMENT SECURITIES BY FEDERAL RE ANK
SUBMITTED TO COMMLITTEE AT MEETING IN CLEVELAND, QCTOBER 31, 19 2

D I s mm e - — - a - -

-

'The segretary presentis herewith-the_following exhibits, eovering
activities”and operations of cqmmittee’since its formavion:

Exhibit "A" - Covernment security holdings of Federsl reserve banks
as veported to the committee of governors at.the clos;
of business Oqtober 25, 1922.

Exhibit "B" -« Government security holdings of Federsl reserve banks
as reportgd to the committee of governors at the close
of.business September 20, 1922.

Exhibit "C" - Totel United States securities exclusiye'of Pittman
Act'certificates, held by Federal reserve banks.

Exhibit "D" - Comparison of the Government security holdings My
maturities of all Federal reserve banks combined as
of May 17, June 30, September 20 and October 25, 1922,

Exhibit "E' -~ Statement showing Government security investment
holdings of reserve banks compared with record of gold
imports into the United States.

Exhibit "F* - Report of transactione in Government securities for
account of the Treasury Department and Federal reserve
banks from close of business October 18, 1922 to close
of business October 25, 1922 as reported to the Com-
mittee o f Governors.

Transactions The opinion of the members of the committee expressed at

in Government

Securities By 4pe meetings of July 12 and October 2, 1922, was that Government
Federel Re~

serve Banks securities held in the investment accounts of the various reserve
benks be allowed to run off as thef‘mature wvithout replacement in

other GCovernment securities. The menner in which this has been
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Treasury
Orders
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ggne:u;'y carried out by the different banks is reflected in the
amount of securities held October 25, 1922, as shown in Exhibit "C",
which is approximately $90,000,000 less then the amount held on
June 30, 1922. During this time approximately $70,000,000 Treasury
certificates, which had’beep held in various investment accounts
matureds In addition to this the Tremsury Depertment, on October 17,
1922, expressed u desire to purchase for redemption any of the Treasury
certificates maturing December 15, 1922, which the Federal Reserve Bank
of New York vas holding in its investment accounte As a result, the
New York bank agreed to sell to the Treasury all of its holdings of
December certificates amounting to $33,015,000 of which $15,000,000
have already been delivered, the $18,01%,000 balance to be taken over
by the Treasury during the remainder of the months On October 24,
1922, the Treasury stated that they would be glad to redeem any or
all of these issues held in the investment accounts of the other re~
serve banks, and suggested that the committee might be willing to
recommend such action to the governors of the other bankss. Upon
cormunicating with the several members of the committee they
unanamiously agreed to the proposal and thereupon, notice to this
effect was sent to all other banks, which resulted in sales to the
Treasury for delivery on October 26, 1922, of substantially all their
Decenber 1922 certificates, with the exception of Cleveland, who sold
gbout $3,000,000 of their holdings of December certificates for
delivery October 26, and who still have under consideration the sale
of the baelance of their December certificates and Victory notes,

for delivery on October 3le

Recent orders given through Federal reserve bznks covering

the purchase and szle of Govermment securities are as follows:

ederal Reserve Bank of St. Louis
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Date of Orders

October 5, 1922

" 7,1922
" 7,1022
" 7,1922
" 10, 1922
" 16, 1922

to 25, 1922
= 17, 1922
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Account Issue Price Amount
Cumuletive Third 4 1/4% Not Exceed- -
Sinking Fund L.L. bonds ing Par $10,000,000
" d Any L.L.bonds
except 1st 3 1/2a Market 25,000,000
Var Finance Any Tr. notes To yield
Corporation 4 1/4% or better 25,000,000
ar Finance Any L.L. bonds Not exceed=
Corporation except 1st 3 1/2s ing par. 20,798,000
" Sept . 15, 1926
.4 1/4% Tr. notes Par 12,050,000
Alien Froperty 4 1/4% Tr. bonds
Custedian of 1947-52 Market 28,314,000
Cumulative 4 3/4f Victenotes
Sinking Fund called 12-15-22 100412 15,000,000
$111,162,000

These orders have been comp_leted through purchases
by the different banks, with the exception of the order of
October 17 for the Cumulative Sinking Fund, on which there has
been purchased up to date $11,204,800. Inasmuch as the Treasury
offered under date of October 23 to redeem at par all Victory
notes celled for payment December 15, 1922, it was felt that
further purchases on the order of October 17, at the price
of 100.12 taght well be temporarily suspended.

The purchases resulting from the distribution of all
Treasury orders since the committee began operations, including
the recent large orders specified above, are as follows:

Boston = « = = - « ~ - - § 46,738,350
New York = <« = = = - = = 219,711,250
Fhiladelphia = = « « - = 27,241,500
Cleveland = « = « = = - 3,300,000
Richmond « = = = = = « - 199,300

Atlenta - = = » = = = =~ 2,698,350
Chicago = = - = - = - - = 56,283,500

Kensaes City = « = = = = » 282,300
St. Louis = = = « « - = - 6,576,700
Minneapelis = - - ~ - - - 1,328,200
San Frencisco - - - - - - 13,340,600

TCTAL $377,700,050



EXHIBIT "A% GOVERNMENT SECURITY HOLDINGS OF FEDERAL RESERVE BANKS AS REPORTED
10 THE COMMITTEE OF GOVERNORS AT THE CLOSE OF BUSINESS OCTOBER 29, 1922, INCLUDING PITIMAN ACT CERTIFICATES

Boston New York Philadelphia Clevsland Ri chmond Atlanta Chi cago St. Louis Minneapolis Kansae City Dallas San Francisco Tot al

Dec. 15, 1922 § 781,500 18,015,000« # 7,000¢ $10,465,000¢ $ 165,500. § 901,500, § 1,167,000« $ 422,000 $ 250,000 $ 4,040,000 $36,214,500.
March 15, 1923 3,525,000, 19,925,000, 500e 5,938,070 $ 30,000. 15,500,500 1,593,000, 5,874,000 250,000, 203,500 43,839,500.
June 135, 1923 3,850,000 14,388,000 4,600,000 2,134, 5000 2,000,000s 5,275,000s 1,736,500 250,000 3,782,500« 2,944,500, 7,149,500 48,110,500
Septe 15, 1923 5,844,000, 5,810,000, 547,000, 332,000¢ 9,344,000, 427,500e  2,173,500e 5,075,000 29,553,0000
Victorys (celled) 5,971,800 24,7500 5,996,550.

* (uncalled) 5,656,000 5,000,000 150e 9,822,500 22,250. 161,250, 10,065,300e 30,727,450
Treasury Notes 4,830,700 11,500,000 22,187,600 10,979,100« § 50,0006 1,756,500e 11,458,100s 3,267,600 23,333,600 17,459,100, 106,822,300,
Miscelleneous 535,150  1,111,750. 1,919, 400« 873,200 1,190,900, 202,000 4,821,600 .7.354.000. 4,324,400¢ 3,986,600, 2,669,500 10,157,800e 39,146,300
Sales Contracts __ 1,361,000 _22,360,900. ) 32509, 400 . 27,231, 300,

TOTAL § 26,383,350, $89,110,6500 $29,261,6504 $46,516,100s $1,240,9000$2,232,0004$40, 372,5004$23,043,100« § 9,436,5004$39,594, 450.$11,375,0000 $49,075,2000$367,641, 400e

Pittiman Act Ctfs. 2,250,000+ _10,000,0006 2,500,000 2,500,000e 2,960,000s 2,999,000« 4,667,000e 3,571,000, 2,500,000 2,821,000« 1,900,000 2,332,000__41,000,0004

ToralL & 28,633,350.°$99,110,650. # 31,761,650« $49,016,100¢ $4,200,900445,231,0000$45,039,5004$26,614,100, $11,936,50008$42,415,4504$13,275,000. $51,407, 200$408, 641, 400,
# This includes $18,015,000. December 15, 1922 certificates
#0ld to Treasury for redemption for delivery this month.
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EXHIBIT B

Oct, 16, 1922 Ct‘s,

Dec, 15, 1922 »

March 15, 1923
Jure 15, 1223 *
Sept, 15

,1923

Victorys (called)

" (uncalled)

Treasury Notes

Miscellaneous Bonds

Sales Contracts

TOTAL

Pittmen Act Certs,

TOTAL
Digitized for FRASER
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GOVERNMENT SECURITY HOLDINGS OF FEDERAL RESERVE BANKS AS REPORTED
TO_THE COMMITTEE OF GOVERNQRS AT THE CLOSE OF BUSINESS SEPTENBER 20, 1922, INCLUDING PITTMAN ACT CERTIFICATES

Boston

SO [EUONEN BU} Jo SBUIPIOH payisseldaq / payisseioun sy Wwoy paonpaiday

New York philadelphia Cleveland Richmend Atlanta Chicego St, Lcouis Minreapolis Kansas City Dallas San Francieco T ot al
$ 15,000, -0~ $ 792,000, 810,230,500, -0 -0 ~0= $ 1,022,5c0,4 547,000, § 2,924,500, -0~ § 68,500, $ 15,710,000,
781, 500, 443, 517,000, 8,000, 10,434,000.‘ -0- -0 $§ 465,500, 938,000, 1,366,000, 395,000, 250,000, 4,040,000, 62,195,000,
3,525,000, 15,000,000, 500, 5,828,000, -0~ ¢ 230,000, if%,500,5°C, 1,591,500, -0- 5,873, 500, 250,000, 202,500, 47,812, 500,
3,850,000, 10,000,000, 4,600,000, 2,134,500, -0- 2,600,000, 1¢0,000, 1,726,500, 200,000,  3,782,5¢C, 265,000, 7,149,500,  25,818,C00,
150,000, -0~ 228,500, 292,000, -0- -0 1, 500,000, 591, 500, 448,000, 1,000, -0~ -0- 3,211,000,
-0- -0- -0- 5,971,800, -0=- -0= -0=- -0- -0- -0 24, 750, -0~ 5,996,550.
5,936,000, &,000,000, 150, 9,822,500, -0 -0~ -0 -0- ~0- 10,850, 161,25C, 10,065,300, 20,996,050,
4,820,700, 2¢,000,000, 22,127,600, 10,959,000, ¥ 50,00,  =C- 1,756,500, 11,458,100, 9,796,600, 23,282,600, -0- 17,459,100, 121,721,200,
535,150, 857,750, 1,461,100, 873,200, 1,190,900, 159,5%, 4,425,600, 7,302,400, 3,140,000, 4,442,000, 2,629,500, 10,157,800, 37,175,990,
2,320,100, 21,210,600, =0 -0~ «0w -0= 2,714,700, -Q- -0 0w -0- -0= 26, 245, 400,
21,943,450,115,585,350, 29,217,850, 56,655,500, 1,240,900, 2,189,590, 2€,462,800, 24,641,500, 15,497,600, 4G,722,950, 3,580,500, 49,142,700, 286,881,690,
2,250,000, 12,500,000, 3,500,000, _2,500,000, _3,460,000. 3,999,000, _6,6€7,000, _3,571,000, _3,000,000, _ 3,821,000, _ 1,900,000, _2,822,000, 52,000,000,
!ii;izzziiﬁ‘lzs ,085, 350 832,717,850, 360,155,500- 4,700,900, 46,188, 590, 433,129,800, 428, 212, 500,818, 497, 600, 344,543,950ﬂ 85,480,500, 851,975, 700. $438,881.690.



EXfIBIT “"g"

TOTal, UHITED STATHS SUCMRITINS, WYCLUGIVE 07 PI™ 40 ™™ “ERTITIA TS,

CILTTY DR RV BT
fIosdldons )
bate Boston oW York Philudelphis Oloveland Richuond  ilote  Chiswe  st.lowls iimmewpolis Zenors fi4; Dalles  Sen Francissa  ALL Banks

Jan. 4 3.3 62.6 204 2.8 1.2 10.3 15.8 1.4 .2 ¢ 0 2.6 3.6 118.1
11 0.8 20,3 3.7 0.1 1.2 10.2 7.2 1,4 o1 3.9 2.6 4,6 1¢3.2
18 26,5 20.6 G.3 Gl 1.2 7.5 24.9 1.3 .1 8.9 7.6 5.0 113.9
25 28.3 °8.8 11.7 6.1 1.2 .8 32,3 1.3 1 8.9 2.6 2.9 137.1
7eb, 1 29,0 12.4 11.8 15,4 1.2 7.8 34,0 7.0 .C .C 2.6 11.4 192.4
8 30.2 98.17 14.0 21.9 1.2 .9 41,7 4,4 .6 14,4 2.6 13,0 "43.6
15 30.4 129.4 14.5 2. 1.7 .1 45,9 8.8 1.0 17.9 2.6 12,2 235.1
21 9.8 92.5 14.7 26495 i.2 .2 0.1 9.8 1.1 17.4 2.6 12,1 258.0
dar, 1 29.8 130.3 14,17 32.6 1.2 .1 59,9 10.9 1.4 ”1.7 2.6 12,3 317.6
8 30.2 143,90 14,7 35.6 1.2 .1 51.8 11..¢ EPS | 0.5 2.8 14,9 349,°
15 28.3 119,.6 14,17 35,6 1.2 .1 63.5 13.4 .4 30,5 2.1 23.2 333.4
22 29.2 1l14.8 1:.8 36.8 1.2 .1 73.8 1€.5 2.7 3.3 2.1 23.4 352,17
29 29.9 102.2 14.8 27.8 1.2 .1 79,3 18,1 ] 35,2 3.1 °5.6 331.8
Apr. 5 27.4 105.17 14.7 41.6 1.2 1 80.0 18.2 7.3 35.3 3.1 “C.8 75,3
12 27.1 133.4 17.8 43.17 1.2 .1 79.4 21.0 8.5 37.4 3.1 51.6 224,5
19 28.0 139.9 18.3 45,17 1.2 .1 20,7 °1.4 9.8 40.3 2.1 517 4456,2
26 41.9 161,8 20.3 45,7 1.2 .2 86.7 "1.4 9.2 39,4 3.1 51.17 422, 6
uay 3 42,9 187.2 24.3 5.8 1.2 .2 85,7 2l.4 10.2 39.4 3.1 S4s 7 526.2
10 44,0 190.1 24.4 57.4 1.2 .1 He.7 24.1 10,5 37.7 3.1 54,7 536.0

117 42,6 165.3 2%.4 3.4 1.2 .3 0.6 4T 10.7 37.2 3.1 54,17 £15.0~
24 42,1 164.3 24,4 65.9 1.2 .2 87.9 25.7 10.6 27.2 3.1 54,7 S17.7
31 42,6 171.8 24.4 66.5 1.2 .3 88.3 n5.6 10.9 37.2 3.1 54,17 526.4
June 7 52.5 170.8 25,7 69,5 1.2 .2 a7.2 n7.1 11.2 27.5 3.3 54,17 540.9
14 54.1 184.4 26.2 70.1 1.2 1.1 81.2 28.1 12.3 37.5 3.3 54,17 554.2
21 38.17 119.7 4.9 6€,5 1.2 .4 63.1 22.5 8.9 40.3 3.6 54,8 444,86
28 43,1 159.0 27.4 V0.2 1.2 7.2 1849 °l.6 7.3 41.3 3.6 55,3 482.6
July 5 41.5 131.2 29.0 70.3 1.2 2.2 4649 22%.0 0,5 41.3 4.¢ 56.8 476.5
12 40.5 179.8 29.0 7C.8 1.2 .8 2042 22.2 2.0 41.5 4.6 56.8 482.17
19 43.0 168.0 29.0 7C.8 1.2 2.3 23.9 272.5 8.0 1.4 4.5 52,2 467.8
26 43,2 168,7 29.0 7G.9 1.2 2.1 24,2 0.7 7.2 41.4 4.6 33.2 468,8
Aug, 2 37.9 139.1 29.6 62.9 1.2 2.6 25.6 71.6 7.5 41.4 4.6 53.2 426,9
9 37.2 138.9 29.2 63.6 1.2 2.2 23,7 21.1 7.1 4.2 4.1 53,2 227,17
16 38.2 137.1 29,2 63.17 1.2 2.2 27.3 21l.€ 5.2 41.2 4,1 49,2 4°1.1
23 40.4 133,6 29.0 65,7 1.2 2.3 23,5 22.1 6.1 20.¢ 4,1 49,2 418,17
30 14.8 135.0 30.1 67.7 1.2 2.2 27.9 24,0 6.8 40.9 .1 50.2 435,0
Sept. 6 45,8 147.6 30.1 67,8 1.2 2.1 29.9 n5.2 G 40,9 4,1 50.2 451.6
13 46.3 138,0 30.5 67.8 1.2 2,2 22.9 25.1 7.2 4c,3 4,1 50.2 441 .8
20 21.9 115.6 29.2 56.6 1.2 2.2 26,5 "4, 15.5 40,17 3.6 49,2 386,9
nq 24.1 128.3 29,4 56,7 1.2 2,2 "6.0 n3.1 15,9 40,6 3.7 49,1 400.9
Oct, 4 28.0 11,2 3.4 57.0 1.2 2.2 28,9 23.2 1.0 40.5 €.6 49.1 437,32
11 28.8 142,9 30.1 56,7 1.2 2.2 37.3 23.0 10.0 40,6 o6 49.1 428,5
18 28,3 124,2 29.8 46,4 1.2 A 47,3 23, 10.2 27.5 2.2 49,1 403,4
25 26.4 89,1 29.3 46.5 1.2 2.2 0.4 23.0 9.4 39,68 11.4 19,1 3617.6
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Holdings When Comuittee Holdings on Holaings ox Holdings On .
was Formed May 17, 1922 June 30, 1922 Sept. &0, 1922 Qct. 25, 192@.
Viotory 334 Notes 3 1,065,100 8 - $ - ¢ -
Victory 4¥5 Notes 94,301,650 54,497,900 36,992,600 56,724,000
June ‘ 15, 1922 73,662,700 - - -
August 1, 1922 28,166,500 &0,384,500 - -
September 15, 1922 33,191,000 34,908,500 - -
Qoctober 16, 1922 44,466,000 26,602,500 15,710,000 -
December 15, 1922 46,879,500 v82,161,500 62,195,000 36,214,500
March 15, 1923 46,131,500. 48,635,500 47,812,500 43,839,500
June 15, 1923 - 29,896,500 35,818,000 48,110,500
September 15, 1923 - - 3,211,000 29,553,000
Treasury Notes 87,542,600 123,816,900 121,721,200 106,822,300
$ 455,296,550 4 420,803,800 $ 333,460,300 $ 301,268,800
Sales Contralts - - 26,245,400 ‘27,231,500
Other lisc. Gov't Bonds 53,681,010 39,201,566 37,175,990 39,146,300
TOTALS s 508,977,560 3 460,005,366 $ 386,881,690 $ 367,641,400

Digitized for FRASER
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SY¥YSTEM HOLDINGS

STALTEMENT OF GOLD AND GOVuRNMLNT SBCURITY INVESTMENT
HOLUINGS OF Ras.RVe BANKS ALD RECORD OF GOLD ILIPORTS
NEW_YORK CITY
(In_iillions;

w JIETHXE

————

A

Aggregate  Gov't Security Pittman

) Gold Gold Gold Investrents Investments act
Date I:Iold‘ings Imports Exports in Gov't. Bxclud ing Certifi-

1922 in System N,X L, NeYo.l. Securitigs Pittman Act Ctfs. cates
May’ 17 3,005,.1 596.0 515.0 80.0

24 3,007.7 596 ¢2 517.7 7845

31 3,00746 Liontrly 9.0 idonthly 3.4 603 44 526 44 77 40
June 7 3,010.1 617,9 540.9 77.0

14 3,007,8 629,47 554 42 7645

21 3,02040 518,6 444 4.6 74 L0

28 3,020,9 13.0 le6 556 «6 482,.6 74 40
July 5 3,020.7 550 o6 476 .5 74 .0

12 3,035,8 55647 482,7 74,0

19 3,045,4,3 541.8 467 .8 74 .0

26 3,084.0 43.0 o6 540.8 468,8 72,0
August 2 3,071.4 Weekly 4.2 497 4 426 .9 70 6

9 3,071.6 32 491,7 422.,7 69 .0

16 3,066 4 1.7 488.6 421,1 67.5

23 3,06148 5.6 484.7 418.7 66 40

3v 3,063 44 5.4 95 498.0 435.0 6340
Septe 6 3,060.8 1.1 .03 508,2 451.6 56 .6

13 3,067.2 1.6 «02 496,9 441,.8 55.0

20 3,061.9 1.3 .02 438,9 38649 52.0

27 3,076.9 740 01 451.4 400,9 50,5
Octe 4 3,089 .3 10.0 «01 483.3 435.3 48,0

11 3,090,0 -~ o5 02 474 .5 428.5 46,0

18 3,086 .8 7e3 «01 446 o9 403 .4 43 .5

25 3,085,461 40,7 02 408.6 367.6 41.0

RECAPITULATION

Hay (1/2 m.) 2.5 Inc. 804 mo. 1104 Inc. 500 Dec.
June 13 .3 " 13.0 Inc. le¢6 Dec. 46,8 Dec, 43,8 Dec. S0 "
July 336 " 43,0 " o " 5.8 *» 13,8 * » 20 "
August 8,9 % 20,1 " 96 " 42,8 ¢ 58,8 ™ 9.0 "
September 13,6 " 10,9 " 08 46,6 34,1 " 12,8 *
October 8.2 “ 22,5 " Q6 M 42,8 * 33,3 Deo. 9.5 ¥
Net Change 80,0 " 109,56 " 3,29 " 186.4 " 474 %0
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JOXB+ The above, with the exception of the Gold Importation and Exportation Figures, are
taken from statements furnished weekly to the Federal Reserve Board, by the reserve
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TR.ANSACTIONS TN GGVERNMENT SECURITIES FOR ACCOUNT
OF THE TREASURY DEZPARTMENT AND FEDERAL RESERVE BANKS FROM
~CLOSE OF BUSINDSS OCTOBED 1%, 1922, TO CLOSE OF BUSINESS OCTOBER 25, 1922,
AS REPORTED TO THE COMMITTEZ OF GOVERNORS ON CENTRALIZED EXECUTION

"OF_PURCHASES AND SALES OF GO VERNMENT SECURITIES 3Y FEDERAL RESERVE BANKS

Operations Account Treasury Department

Treasury
Orders Alien Pioperty Cpstodian

The Treasury has given authorizations totaling $28,314,000 for
the purchase of 4 1/4% Treasury bonds of 1947-52 at the market rate for
account of the Alien Property Custodian. These orders have been com~
pleted by the following purchases: :

New York § 2,000,000 at 100 1/8

2,000,000 " 100 1/16
2,556,000 " 100,06 to 100.10
1,876,000 " 100.08 to 100.10
3,513,000 " 100.06 to 100.10
3,159,000 " 100.08 to 100.12
3,250,000 " 100.04 to 100.10
4,400,200 " 150.10

750,000 " 100.08
2,000,000 " 100

Boston 1,200,000

Philadelphia 700,000 " 100.12 net

Atlanta 100,00C " 100 1/16
$28,314,000

Or. the order dated October 17 authorizing the purchase of
$15,000,000 called Victory notes at prices not exceeding 100.16, exclud=
ing commissions, for account of Cumulative Sinking Fund, a total of
$11,204,800 face amount of purchases have thus far been reported. On
October 23, 1922, the Treasury recuectec that the price limit on this
order be changed to 100.12 excluding commissions. The following is the
participation by banks in this order:

New York ¢ 690,000 at 100.04 to 100.20
4,000,000 " 100.20 net
3,423,000 * 100.16
130,000 " 100.12 (registered)
1,251,000 " 100.16

Boston 1,036,000 " 100.10 to 100.20
Philadelphia 100,000 " 100.16
400,000 " 100.10
Chicago 150,000 " 100.16
Kansas City 16,800 " 100.03

6,000 " 100.10
_ 2,000 " 100.04
311,204,800
3,795,200 Unexecuted Balance
$15,000,000
Redenption
In view of the large amounts of Treasury certificates and
called Victory notes maturing December 15, 1922, now outstanding, the
Treasury has expressed its desire to anticipate redemptions on that date
Digitized for FRASER '
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by purchasing this monthi fram the Federal reserve banks about
$18,000,000 December certificates and ¢7,500,000 called Victory
notes which are héld by them., After obtaining the approval of the
other members of the Committes, Governor Strong, as chairman, trans-
mitted the Treasurer's request %o all reserve banks and replies
thus far received indicate without exception that the banks are
quite willing to cooperate with the Treasurer's proposed redemption
Plan by selling their holdings of this maturity. As previously
reported the Federal Reserve Bank of New York has sold $33,000,000
December certificates to the Treasurer for redemption, representing
its entire holdings of this issue.

At the request of the Treasury Department the Federal Re-
serve Bank of New York purchased 3290,900 face amount of Liberty
bonds for the variousvaccounts.

Transactions by Federal Reserve Banks for Their Own Accounts

‘The market for Liberty bonds, certificates and notes has
been quiet during the week, and all issues closed the period at
lower prices, the longer maturities of certificates and notes show-
ing lowest levels, Dealers report the supply exceeding the demand
and no buying by institutions. Advances to dealers in Government
securities under sales contract agreements amounted to $1,366,800.

o Transactions affecting the investment account are as
follows:

PURCHASES
¢ 100,000 called Victory notes at 100.10 on Treasury order.

SALES

S —————

S

? 207,000 called Victory notes on Treasury order
500,000 Pittman Act certificates redeemed,

Increaséd ‘selling, indicating further liquidation for
business requirements, tharaeterized the bond market during the
past week. Liberty bonds sold off on the Stock Exchange, closing
with a neét loss of about thirty-two cents per hundred for each issue.
The new Treasury bonds..of 1947-52 closed ot 99,96 on Wednesday,
glvitig evidence thut furthet selling might be expected.  Higher
noney rates have prevailed in response to commercial demands, ale
though the call loan rate temporarily dropped on Wednesday to 4%,
Trgasury certificates and notes were tréded in at fractionally lower
prices over last week in sympathy with the Liberty movement as well
as reflecting the higher loan rates. At the close of aysiness
October 25 a total of }22,360,900 was loaned to dealers in Government
securities under sales coniract agreements,
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Investment account transactions were as follows:

PIRCHASES
$ 8,090,000 June 3 3/4% certificates at 100 from dealers
4,400,000 September 3 3/4% ™ " 100 " "
aga,ooo June 3 3/4% " " 100 " Chicago market
%13, 388,000
SALES
312,500,000 December 3 1/?% certlflcates to Treasury for redemp-
tion
5,700,000 4 3/4% Treasury notes, due 3-15-25, on 4.50 basis to
dealers
2,800,000 4 3/4h Treasury notes, due 3-15~25, on 4.45 basis to
'~ dealers
1,200,000 June 3 3/4% certificates at 100 to foreign corres-
pondents
700,000 September 2 3/4% certificates at 100 to foreign cor-
$22,900,000 respondents

Liberty bonds and Treasury certificates continued their down-
ward swing notwithstanding slichtly easier rates for call money during
the latter part of this period., A creater demand for money in all
parts of the country caused selling by banks and industrial concerns,
many of which purchased bonds below the present quotations. This
ljquidation will continue as long as money is worth more than the
yield from Government securities. The movement is perfectly natural
and no real advance will occur until money rates are lower. There is
a considerable amount of “onds for sale at jresent prices on a scale
up to par, with little buying power. Dealers have liquidated and are
taking a trading position, and hesitate to take on bonds.

' The new 4 1/@7,Treasury bonds are now selling below par, in=-
dications being that many dealers and brokers purchased these new
bonds expecting that they would sell considerably above par, “ut found
the supply was greater than the demand.

Treasury certificates and notes, though both selling at
10wer prices, are more firm and the demand for the same at these prices
has improved to a considerable extent.

Transactions affecting the investment account are as follows:

PURCHASES

8§ 192,200 Treasury bonds of 1947-52 at 100
66,000 September 3 3/4% certificates at 100
3,000 December 3 1/2% v " 100
3 261,200

SALES

¢ 225,200 Treasury bonds of 1947-52 at 100
2,000 September 3 3/4% certificates at 100

580,000 December 3 1/2% - " 100 for redemption
500,000 Pittman Act certificates redeemed.
31,307,200
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Cleveland

Dealers report Liberty bonds have declined during the past
week, with most issues selling below 99. While cénsiderable decline
seems due to selling of Libertys to purchase new 4 1/4% Treasury bonds
of 1947-52, notwithstanding, the decline seems largely due to selling of

‘bonds to take care of increasing business demands. Dealers are quite’

Richmond

Atlanta

Chiecago

St. Louis
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confident that bonds have reached their low point or are approachirg it

and look for a better market and rising prices shortly. The upturn,

when it comes, may be Very sharp. '
Transactions affecting the investment account are as follows:

PURCHASES_

$ 35,000 September 3 3/4% certificates at 100

100,000 March 4 1/4% " " 100
§ 135,000

The demand for Libertys and the new Treasury bonds continues
good. The Reserve Bank of Richmond sold Liberty bonds for account of
member banks amounting to 377,300C.

There were no transactlons affecting the investment account.

‘Selling of cuertificates and notes in moderate amounts has con-
tinued throughout the week, with the new Treasury bonds also selling but
in smaller volume than the former.

There were no transactions affecting the investment account.

Practically all outstanding Government securities are quoted
substant ially lower than last week, with very little demand in face of
heavy offerings of new Treasury bonds offered in larpe amounts on ved~
nesday at par with brokers bidding 99.90. Advances to dealers under
sales contract agreements amounted to ;3,509,400 at the close of the
period,

Investment account transactions are as follows:

PURCHASES
$ 3,614,500 September 3 3/47 certificates at 100
175,000 June " " 100
$ 3,789,500

Brokers in Liberty bonds reported purchases. in excess of sales,
with the demand for eertificates and notes about offsetting the supply.
Generally speaking, the market was dull and declining.

Transactions affecting the investment account were as follows:

PURCHASES
3 620,000 September 3 3/4% certificates at 100
——_— 61,100 Treasury bonds of 1947-52 " 100
& 681,100

SALES
$ 620,000 September 3 3/4% certificates at 100

10,500 Treasury bonds of 1947-52 " 100

5 630,500
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There has been very little activity in the Government
security market during the past week. Local banks and investment
houses staté that they have handled less volume for the period than
f or many weeks past. There are practically no purchasing orders in
the market and very few selling orders. ‘

Investment account transactions are as follows:

PURCHASES

$ 225,000 September 3 3/4% certificates

. 500 Decemer 4 1/2% "
50,000 June 33/4% "

20,000 B~1926 Treasury notes
' 62,100 Treasury bonds
3 357,600

SALES

$ 525,000 September 3 3/4% certificates
471,200 Treasury notes
81,900 Treasury bonds

31,078,100

&

Local brokers report a strong demand for Liberty bonds, one
of the largest houses reporting that they have sold no Liberty bonds
on the New York market in the last four weeks, hut have had to pur-
chase a considerable amount to supply the local demand. Treasury
certificates and notes are being offered freely by member banks from
their own investment accounts, indicating an increased demand for
loans.

PURCHASES

3 500 March 4 1/4% certificates at 100
2,000 December certificates " 100
2,133,000 Serjtember 3 3/4% certificates at 100

50,000 Treasury notes at 100
17,100 " bonds at 100
32,202, 600

SALES

$ 100,000 Consols at 103

There still remains @&n unsatisfied demand for the new
issue of Treasury bonds.
Transactions affecting the investment account are as follows:

PURCHASES
22,229,500 June 3 3/4% certificates at 100

142]

JOR)

& 50,000 June 3 3/4% certificates.
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San Francisco There has been no change in the condition of the Govern-
rent securities market during the past week, with trading still

quiet. .
There were no transactions affecting the investment account,
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EXCERPT FROM THE MINUTES OF THE GOVERNORS! CONFERENCE, OCT. 10 - 12, 1922

Topic I.A. 1. Report of Committee on Centralized Bxecution of (2)
Purchases and Sales of Govermment Securities by
Federal Reserve Banks.

The Chairman presented to the conference the report of the Com-
mittee on Centralized Execution of Furchases and Sales of Government Se-
curities by Federal Reserve Banks, but inasmuch as some of the Governors
had not had an opportunity to read it, the whole topic of "Credit Trans-

" a5 well as consideration of the minutes of the

actions and Policies,
October 2, 1922 meeting of the Committee on Centralized Execution of

Purchases and Sales of Govermment Securities by Federal Reserve Banks

was held over until the next day's session. (see paragraphs 30 & 56)
* ok ok
Topic I.A.1. (continued - see paragraph 2) (30)

Report of Committee on Centralized Ixecution of
Purchases and Sales of Goverrment Securities by
Federal Reserve Banks.

The Chairman announced that the Committes on Centralized Execu=-
tion of Purchases and Sales of Govermment securities had slightly revised
the minutes of its meeting of October 2, and submitted to the conference
for its consideration and approval a copy of the minutes as revised. The
Committee, as recorded in these minutes, expressed its approval of the ac-
tion taken by the PFederal Advisory Council at its last meeting relative to
investments by Federal Reserve Banks for the purpose of making earnings,
and recommended t; the confererce (1) that Govérnor Fancher of the Federal
Reserve Bank of Cleveland be made a member of fhe Cormittee (see paragraph
14) and (2) that the Cormittee's duties be exténded so as to provide for

the making of recormendations and suggestions to each Federal Reserve

Bank from time to time concerning the advisability of making purchases or

http://fraser.stlouisfed.org/
Federal Resérve Bank of St. Louis AR N ) S o o e . r



Reproduced from the Unclassified / Declassified Holdings of the National Archives

0CT. 10-12 -- page 2

sales of Government securities.

Upon motion of Governor Young, it was

VOTED that the report (pages 248-252 Stenographic record) and
the recorrmendations contained in the minutes (pages 2b5-263 stenographic
record) of the Committee be approved. (see also paragraph 56)

L N

Topic I.A.l. {continued - see paragraphs 2 and 30) (56)
Report of Committee on Centralized Execution of
Purchases and Sales of Government Securities by
Federal Reserve Banks.

The Chairman briefly outlined to ir. Gilbert the policies of the
Cormittee on Centralized Execution of Purchases and Sales of Govermment
Securities by Federal Reserve Banks, and advised him of the action taken
by the committee at its meeting on October 2, together with the recommenda-
tions made at that time.

After further informal discussion, at 5:40 o'clock p. m. the
conference adjourned until 10:00 o'clock a. me. Thursday, October 12, when
they were to go into joint conference with the Federal Reserve Board and
Federal Reserve Agents to discuss the Board's program on Federal Reserve

Credit Policy.
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EXCERPT FRCM THE MINUTES OF THE GOVERNORS'! CONFERENCE, MEETING OF 0OCT. 10-12, 19224
‘ ! a 3) P . -—l&m«w
ol . 1‘?

Addition to Personnel of Committee on Centralized Execution (14)
of Purchases and Sales of Government Securities by Federal
Reserve Banks.

Upon motion of Governor Seay, it was
VOTED +that Governor Fancher be made a member of the Committee
on Centralized Execution of Purchases and Sales of Govermment Securities by

Federal Reserve Banks.
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Pursuant to call of the Chairmen, a meeting of the Commit~
tee (Committee on Centralized Execution of Purchases and Sales of
Government Securities by Federal Reserve Banks)®* was held at the
Federal Reserve Bank of New York on October 2, 1922, at 10130 a, n,
The following were present:

Messrs. Strong, McDougal, Morss, Norris and Dr. Miller of

the Federal Reserve Board,
and others in attendance during the course of the meeting were:
Messrs. Fancher and Wills of the Federal Reserve Bank of
Clevelsnd,
Governor Wellborn of the Federal Resexrve Bank of Atlanta,
Deputy Governor Case of the Federal Reserve Bank of New
York who acted as secretary of the meeting.

The Chairman offered for the consideration of the Committee
a suggested report to be submitted at the coming Govermors' Con-
ference on October 10, 1922. The report was read and on motion was
umanimously approved.

Consideration was given to the recommendstion of the Fed-
eral Advisory Counocil at its meeting on September 26, 1828, in re-
spect to the subject covered by Topic #8',‘ as follows:

*Should there be any change in the earlier recommendations
made by the Council in this regard, and reference is mede to recon-
mendation No. 9 of the Proceedings of the Council, April 28, 1922.%

#Name of Committee added -~ F.H.G.

Federal Reserve Bank of St. Louis

)0~10 ~
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and the Council's reply:

"The Council reiterates its recommendation that the Federal
Reserve Banks in their purchases of government obligations should
not be governed by the necessity of covering their fixed charges
and earning their dividends. The Council is strongly of the view
that open market operations, particularly in so far as they touch
investment in government securities, should be carried on under a
uniform policy by the System as & whole. Council has learned with
great satisfactlon of the organization of a committee of Governors
having supervision of transactions in govermment securities by the
Federal Reserve banks.

®"In the Council's opinion, the policy of the Federal Reserve
System as & whole should be at this time not to increase any further
its investments in Government securities.®

A full discussicn of this recommendation followed and it
was voted to report to the Governors' Conference that the Committee
concurred in the recommendation of the Advisory Council,

In contiming the discussion of this subject, the Chairman
was requested to express to the Govermors'! conference the further
views of the members of the Committee, which were substantially as
follows:

"Upon reviewing the investment operations of the Federal

Reserve Banks during the year 1922 the Committee believes that there

Federal Reserve Bank of St. Louis
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will be no dissent to the proposition that in purchasing Government
securities too much attention must not be given to the considera-
tion of earnings and dividends. Due to the fact that liquidation
was still in process and that the money market was easy, with low
rates, apparently no particuler harm has resulted from these opera-
tions during the first half of the year. During the second half of
the year the situation has changed and with that change there has
arisen a need for & different policy, the belief being that increas-
ed attention must be pald by the System to the bearing of the invest-
ment operations of the Federal Reserve Banks upon the money market.
At the present time indications point to increasing demand
for loan funds which has been most in evidence in the New York
market during recent weeks. The Committee is therefore of the opin-
ion, in view of present conditions, that the investment policy of
the Federal Regerve Banks, at least for the present, should give
but minor consideration to the question of earnings and constant
consideration to the effects, both directly and indirectly, which
open market operations in Government securities have upon the con-
dition and the course of the money merket and the volume of credit.
Looking at things from this standpoint, the committee, without
wishing to lay down any invariable course of action, is nevertheless
unanimously of the opinion that, with the heavy Treasury operations
impending during the next eight months, there should be & well con-

sidered policy of systematically regulating the dealings in United

Federal Reserve Bank of St. Louis
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States securities, with particular reference to the course of the
money market and to the operations of the Treasury as one of the
most important factors of the money situation, and recommends to the
Federal Reserve Board the approval of such a policy.

"The Committee recommends to the Conference that the Fed-
eral Reserve Banks continue at regular Iintervals to make necessary
reports of earnings and investments to the Committee, which the
Committee will, in turn, distribute to all Federal Reserve Banks.

"In view of the foregoing, the Committee further requests
the Conference to add to the duties of the Committee the making of
recommendations from time to time to each Federal Reserve Bank as
to the advisability of purchases or sales of Govermnment securlities,

| which recommendations will in every case receive serious consider-
ation by the officers or directors of the several banks.

"It was further voted that a recommendation be made to the
Governors' Conference that the Committee be continued until the
Spring Conference, amd that the name of E. R. Fancher, Governor of

the Federal Reserve Bank of Cleveland, be added to membership."
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FIRST REPORT OF COMMITTEE OF GOVERNCRS ON CENTRALIZED
EXECUTION OF PURCHASES AND SALES OF GOVERNMENT SECURI-
TIES BY FEDERAL RESERVE BANKS, SUBMITTED TO THE GOVERNORS'
CONFERENCE ON OCTOBER 10, 1922, COVERING PERIOD FROM
MAY 17, 1922, TO SEPTEMBER £0, 1922, INCLUSIVE.
The Committee presents herewith a Irief survey of its activities
and operations since its formation.
Meetings. Formal meetings of the Committee were held at the Federal
Reserve Bank of New York on May 16, July 12, and October 2, 1922.
Reports. The Committee has sent to the Governor of each Federal re-

serve bank, to the Governor of the Federal Reserve Board and to the

Under Secretary of the Treasury, a weekly report showing (a) opera-

tions for the account of the Treasury, (b) transactioms affecting

| the investment accounts of the reserve banks, (c) advances to deal-

i ors in Government securities under sales contract agreements, and

! (d) market conditions affecting Government securities in the several
districts.

Distribution

of Treasury

Orders. In handling all transactions covering purchases and sales
of Govermment securities for account of the Tressury Depertment,
it has been the custom of the Committee to transmit by wire such
orders to the other reserve banks requesting them to advise the

Committee of market conditions existing in their distriocts so that

Digitized for FRASER
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the Committee may be fully informed and in & position to distribute
the orders to the best advantage. In authorizing purchases the
Committee follows the plan of having orders completed in one dis-
trict before authorizing purchases in other districts. The reason
for this is obvious. The Government security market is today a
very sensitive one; dealers have branches and offices in many of the
Federal Reserve citles of the country so that an order to purchase
a given security in one Federal reserve city promptly affects the
market in other centers.

Except when the Treasury specifically requests that pur-
chases be made in a certain market it is the practice of the Com-
mittee, unless unusual conditions prevail in the New York market
which make it imperative to make immediate purchases there, to give
other Federal reserve banks the first opportunity of purchasing
the securities desired. Frequently, however, the other Federal re-
serve banks are unable to execute orders for large amounts of Trea-
sury obligations. Up to the present time the Kansas City and Dallas
banks have not perticipated in these transactions at all.

Upon completion of any pending orders notice is sent to all
reserve banks.

The ultimate purchages resulting from the distribution
of The Treasury orders since the Committee began operations are as

follows:

Federal Reserve Bank of St. Louis
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7/ Boston $30,243,500,
r New York 83,900,250,
Philadelphia 17,733,000,
Cleveland 3,300,000
Richmond 199,300,
Atlanta 2,532,200,
Chicago 41,474,000,
St. Louis 6,183,700,
Minneapolis 1,200,000,
San Francisco 12,940,600,
TOTAL $199,712,550.
Purchases and
Sales for Fed-
eral Reserve
Banks. When reserve banks desire to purchase or sell Government

securities for their own accounts, it is the practice for such banks
to notify the Commlttee of the contemplated transactions and of the
general conditions in their district. If such transactions are not
likely to interfere with Treasury orders or pending operations of
the Treasury, the Committee promptly so advises the banks.

The exhibits hereto attached show purchases and sales for
two different reserve banks during this period. In this comnection
it 1s interesting to note that as of September 20, 1922, there was
an actual decrease in the amount of Government securities held im
the investment accounts of the reserve banks of approximately
$168,000,000, from the high point of June 14, 1922.

Federal Reserve Bank of St. Louis
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During the period under review approximately $130,000,000
of Treasury certificates and notes held by the Federal reserve banks
actually matured, It 1s therefore evident that the Federal Reserve
Board's suggestion, that all banks allow their investments to run
off without replacement, has been generally followed.
Statements reflecting the result of the Committee's activi-~
ties are appended as follows:
Exhibit "A" - Government security Holdings of Federal
Reserve Banks as Reported to the Committee
of Governors at the Close of Business Sep-
tember 20, 1922,

Exhibit "B" - Total United States securities, Exclusive
of Pittman Act Certificates, Held by Federal
Reserve Banks.

Exhibit "C" - Comparisom of the Government Security Hold-

ings by Maturities of all Federal Reserve

Banks Combined as of May 17, June 30 and

September 20, 1922, Showing the Net Changes
Between the last Two Dates. .
As the question of investment holdings of Government se-
curities is closely allied to that of earnings and expenses of the
Federal reserve banks, the Committee hes obtained from each Federal
reserve bank a statement of estimated earnings and expenses for the
year 1922, as of September 15, 1922, which is shown herewith (Exhibit »DV),

Respectfully submitted.
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[} Pursuant to call of the Chairman, a meeting of the Committee

was held at the Federal Reserve Bank of New York on October 2, 1922, .
at 10.30 a., m. The following were present: /j’ z ‘<

Messrs. Strong, McDougal, Morss, Norris and Dr. Miller

of the Federal Reserve Board,
and others in attendance during the course of the meeting were:
Messrs. Fancher and Wills of the Federal Reserve
Bank of Cleveland,
Governor Wellborn of the Federal Reserve Bank of Atlanta.
Deputy Governor Case of the Federal Reserve Bank of New
York who acted as secretary of the meeting.

The Chairman offered for the consideration of the Committes
a suggested report to be submitted at the coming Governors' Conference
on October 10, 1922. The report wae read and on motion was unanimously
approved.

Consideration was given to the recommendation of the Federal
Advisory Council at its meeting on September 26, 1922, in respect to
the subject covered by Topic #8, as follows:

Should there be any change in the earlier recommendations
made by the Council in this regard, and reference is made to recom-
mendation No. 9_9£wihe/Proceedings of the Council, April 28, 1922."
and the Council's reply.

"The Council reiterates its recommendation that the Federal
Reserve Banks in their purchases of government obligations should
not be governed by the necessity of covering their fixed charges and

earning their dividends. The Council is strongly of the view that

open market operations, particularly in so far as they touch invest-
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ment in government securities, should be carried on under a uniform
policy by the System as a whole. Council has learned with great satis-—
faction of the organization of a committee of Governors having super-
vision of transactions in government securities by the Federal Reserve
banks.

In the Council's opinion, the policy of the Federal Reserve
System as a whole should be at this time not to increase any further
its investments in Government securities.”

A full discussion of this recommendation followed and it was
voted to report to the Governors' Conference that the Committee con-
curred in the recommendation of the Advisory Council.

In continuing the discussion of this subject, the Chairman was
requested to express to the Governors' Conference the further views
of the members of the Committee, which were substantially as follows:

"Upon reviewing the investment operations of the Federal Re-
serve Banks during the year 1922 the Committee believes that there
will be no dissent to the proposition that in purchasing Government
securities too much attention must not be given to the consideration
of earnings and dividends. Due to the fact that liquidation was still
in process and that the money market was easy, with low rates, apparently
no particular harm has resulted from these operations during the first
half of the year. During the second half of the year the situation has
changed and with that change there has arisen a need for a different
policy, the belief being that increased attention must be paid by the
System to the bearing of the investment operations of the Federal Re-

serve Banks upon the money market.

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

Digitized for FRASER

~3—

"At the present time indications point to increasing demend
for loan funds which has been most in evidence in the New York market
during recent weeks. The Committee is therefore of the opinion, in
view of present conditions, that the investment policy of the Federal
Reserve Banks, at least for the present, should give but minor considera-
tion to the gquestion of earnings and constant consideration to the ef-
fects, both directly and indirectly, which open market operations in
Government securities have upon the condition and the course of the
noney market and the volume of credit. Looking at things from this
standpoint, the committee, without wishing to lay down any invariable
course of action, is nevertheless unanimously of the opinion that,
with the heavy Treasury operations impending during the next eight
months, there should be a well considered nolicy of systematically
regulating the dealings in United States securities, with particular
reference to the course of the money market and to the operations
of the Treasury as one of the most important factors of the money
situation, and recommends to the Federal Reserve Board the approval
of such a policy.

"The Committee recommends to the Conference that the Federal
Reserve Banks continue at regular interwvals 1o make necessary reports
of earnings and invesiments to the Committee, which the Committee will,
in turn, distribute to all Federal Reserve Banks.

"In view of the foregoing, the Committee further reguests
the Conference to add to the duties of the Committee the making of
recommendations from time to time to each Federal Reserwe Bank as

to the advisability of purchases or sales of Government securities,

http://fraser.stlouisfed.org/
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"which recommendations will in every case receive serious considera-
tion by the officers or directors of the several banks.
Tt was further voted that a recommendation be made to the
Governors! Conference that the Committee be continued until the Spring
Conference, and that the name of E. R. Fancher, Governor of the Federal

Reserve Bank of Cleveland, be added to membership.”
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Excerpt from the Recommendations of the Federal Advisory Council
September 26, 1922.

TOPIC 8. ©Should there be any change in the policy of the
Federal Reserve Banks carrying considerable investments in United
States Government securitieg?

RECOMMENDATION: There is no necessity of any change in the
earlier recommendations made by the Council in this regard, and refer-
ence is made to recommendation No. 9 of the Proceedings of the Council,
April 28, 1922.

The Council reiterates its recommendation that the Federal
Reserve Banks, in their purchases of government obligations should not
be governed by the necessity of covering their fixed charges and earning
their dividends. The Council is strongly of the view that open market
operations, particularly in so far as they touch investment in govern-
ment securities, should be carried on under a uniform policy by the
System as a whole. Council has learned, with great satisfaction, of
the organization of a committee of Governors having supervision of
transactions in government securities by the Federal Reserve Banks.

In the Council's opinion, the policy of the Federal Reserve
System, as a whole, should be, at this time, not to increase any fur-

ther its investments in Government securities.
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Jaly 24, 1822,

Dear Sir:

Beasipt is acknomledged of your letter of the =

,lu, Yer 2T & <i.ll)§f'~—’—4

3st instant, enclosing copy of wioutes of mesting of v
op o 333°a [ o

| the Comcittes of Govarnors om gsntralizsd coantrol of " /_&
3 ‘ ¥ =)

A o

purchases ani sales of Qovernment escuritiss held in New

e Y
York on July 12, 1922, whioh will be brought to the
attention of the Pedersl Resarws Beaid.

Very itraly yours,

Govermnor.

Mr. ¥. B. Hmtteson,
Pederal Reserves Bank,
Now York, N. Y.

(
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Committee of Governors on
Centralized Control of Purchases
and Sales of Government Securities
by Federal Reserve Banks.

July 21, 1922.

My dear Governor Harding: _ o
2 137 o
A ‘

I am enclosing copy of the Minuteg 9f the if‘ 2 372, - oo

meeting of the Committee of Governors on Centralized
Control of Furchases and Sales of Government Securities
by Federal Reserve Banks held at New York on July 12, i

192z2.

Ty truly yours,

: W. B. Matteson
Secretary of the Committee

Encl.

[

Honorable W. P. G. Harding,
Governor Federal Reserve Board, i
Washington, D. C. i

4
]
;
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May 37, 1922 o

Dear Mr. Harrison:

I acknowledge receipt of your letter of
the 35th jnatant and thank you for sending we
) 7 , 2 7,,..&50 oopy of the minutas of the mesting, held on
) . /’ “1 < lay 16%h, of the Comsittas of Governors appointed

Led Sl at the recent Governors' Confersnce $o consider
A x A\ ~ti, ths adoption of a prograx for the ordsrly handling
Tidors of ths duying and selliag of Government securities

by Yedaral Reserve banks through some ommtrulized
control. 1 bave read the ainutes with interest
and shall bhring them to the sttentiom of the other
msabers of ths Board.

Yery truly yours,

Governor.

Wr. Georgs L. Barrison, Deputy Govarnor,
Yederal Reserve Bank,
Now York, ¥. Y.
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FEDERAL RESERVE BANK

oF NEw York

. IN REPLY PLEASE REFER
TO

Dear Governor Harding: (ﬂ
/O/ WU 2
I am encloeing herewith a copy of thﬁmm&nnisi%of th itteeéé

3(‘ A
of Governors appointed by the last Conference of Governors to consider the -

adoption of a program for the orderly handling of the buﬁing and selling of
Government securities by Fedegal Reserve Banks through some centralized con-
trol. The Committee held a meeting in New York on May 16, and the minutes
have now been distributed tc all of the Federal Reservé Banks. Governor
Strong has today suggested that Mr. Matteson of this bank act as the operat-
ing Secretary of the committee, and has advised each of the banks Sy tele~
gram that if there is no objection to that appointment the committee will
commence functioning tomorrow.

Parsgraph 64 of the minutes of the Governors' Conference, which were
sent to you on May 11, goes into this question in some detail and records
the votes of the conference on several other matters relating to the purchase:
and sale of Government securities. A review of that action of the Governors!'
Conference will, perhaps, tend to clarify any matters in the enclosed ﬁinutes

that do not seem to be perfectly clear.

This whole prograr was reported to the Federal Reserve Board at the

luncheon which the Board gave to the Governors in Washington on.the last day

ANSWEREDhe conference, and has also been fully discussed with Mr. Gilbért. The
H1 Y 27 8% tary of the committee has been reguested to keeprthe Federal Reserve Board

Govem“@u?;%ﬁgﬁly advised of its operations.

E%t;ﬁ:sfeorrs':tliﬁs& Fﬁg%o !odefag Rglon

deral Reserve Bank of St. Lows
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Excerpt from the Minutes of Conference of Governors! lMay 2-4, 1922
Pages 540-551 R AV A pihivve

j7 BV A

The Chairman: Now, that leaves only one matter to be discussed,
it seems to me, and that is the providing of a method of executing orders,
where we have orders to buy or sell for our own account.

Governor Norris: That does not interest us because we never buy
that way.

The Chairmen: Then you would not be opposed to any principle,
which would not affect you, if you have no such orders or no such prac-
tice.

Governor Norris: We have never placed an order for the purchase
of government securities.

The Chairman: Suppose, Governor Norris, that we had a sudden
change in conditions and your member banks came in and began to borrow
very heavily from you, and you might want to sell some of those govern—
ment securities; how would you handle that?

Governor Norris: Well, that of course ig a theoretical possibility.
Our purchases have been so limited and our available funds are so large
that as a practical matier we do not consider it a possibility.

The Chalrman: But with other federal reserve banks it might be a
possibility.

Governor Norris: Yes.

The Chairman: Do you think it is a good thing to have a common

policy as to how these orders shall be executed?
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Governor Norris: Yes.

The Chairman: Would you want to be excepted from the operation of
that policy?

Governor Norris: No. We would want to avail ourselves of it.

The Chairman: Then the question is do we want to attempt to get
to a common policy with regard to the execution of orders?

Governor Fancher: Do you mean selling orders?

The Chairman: Both selling and buying.

Governor Morss: Now, what are you leading up to? Tell us the
object of it.

The Chairman: I am leading up to one thing that it seems to me
has got to be done in some way, if the views of the Treasury Department
are to be met, if you do not want to meet them, that is for you gentle-
men to say. But the polnt is unless orders are handled through some
common source we will be in the same fix in selling as we may be in
buying them in, and harm does arise from having no organized method.

Governor Fancher: Have you a plan to suggest?

The Chairman: I have not. The only plan that we have ever tried
wag this buying of acceptances, where we had a formula, as you will
remexnber, under which we used to divide them around amongst the banks.

Governor Norris: There are only two practical ways of rezching the
result. One is by a centralized joint buying and selling agency, and

the other is by & periodical agreement on prices.

org/
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Governor McDougall: I would like to say that we have, on a sound
base, and carefully, endeavored to develop some sort of a market in
Chicago for securities such as you are discussing. As a matter of interest
I would like to report that since the first of the year, up to April 27th,
we have handled in behalf of our member banks and on behalf of other
federal reserve banks, transactions in Treasury certificates and Victory
notes, in number of transactions, 9,167, involving the sale and pur-.
chase of $318,000,000.,

The Chailrmen: That maricet has got to be protected, of course.

Governor McDougall: I mention thap simply to have i; understood
thet we have a nice little market that we have handled on a satis-
factory basis; that we have worked at all times in harmony with Mr.
Kenzel, or at least we are conferring with him at all times, and we believe
it is a good thing for the whole situation to support that market.

The Chairman: Is that in bills and certificates?

Governor McDougall: Limited to certificates and Viectory notes,
and we are handling bills, of course, as you know.

The Chairman: It has been going through my mind that the prineipal
market for these government securities and notes is in Chicago, Boston,
Philadelphia and New York. Of course they have a market out on the
coast, but I suppose a good deal of that reflects the New York market,

does it not, Governor Calkins?

http://fraser.stlouisfed.org/
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Governor Calkins: Yes, and to some extent that is true in every
other case., The Philadelphia, Boston and Chicago markets reflect the
New York market constantly. The reflection is both ways.

The Chairman: How would it do to have a committee of those banks
that are affected to work out a program for the execution of orders?

Governor Norris: A centralized selling agency would, of course,
not involve any necessity for the execution of orders in a single mar-
ket. The agency could distribute those orders wherever there was a
substantial market.

The Chairman: Absolutely. I think it would be a very unfortunate
thing to have a common agency concentrate the market in any one place.
The Secretary does not went that ito happen.

Governor Morss: Of course with respect to these local markets ——
I am speaking of Boston, anyway — they are secondary and very much
secondary to New York. But we are quite jealous of our own market
and of maintaining it both for bills and government securities, and
we do not want to give up the use of it.

The Chairmens And you should not. I think that would be detri-
mental to the Treasury, if we should give it up for any other reason.

Governor Morss: It would seem to us as if that was a backward
step in the development of the Boston market. While it is secondary
to New York, still it is our own and we think a lot of it even if it

is small,
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How much is it necessary to do in addition to what we have done
now? Ve are to be informed of Treasury operations and we are to re-
frain from going into the market when there are Treasury operations in
the market. Is there some other form of cooperation that we can bring
up by which no Federal reserve bank will do anything, without examining
conditions at least?

The Chairman: The same reasonable control of the execution of
orders, within the general limitations of policy which we have dis-

cussed here ought to be effected, if y by some committee,

by the Federal Reserve Board, if you please, or in some way, so as not
to destroy these markets in the different cities, but at the same time
we will have an orderly execution of orders in all of the markets that
need to be preserved.

Governor Morss: Mr. Chairmen, we are willing to cooperate with
anybody on anything for a good purpose.

The Chairman: Do you think that is a good purpose, Governor Norrig?

Governor Morss: Yes sire.

The Chairman: Will somebody make a proposal?

Governor Norris: If any Reserve Bank contemplates the possibility
of heving to sell any securities, it is very much to its interest to
have the thing centralized. Anyone who knows anything sbout the security
market knows that 1f two or three orders come in at the same time to

sell, say one million dollars each of a certain one of these securities
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that we are talking about, those orders become knowm to all the dealers,
and instead of there being information go out as it ought to go out
that those orders are for three million, the idea will get out that
there are orders to sell thirty million in the market. DTverybody will
start to get from under and the price will run off. If there were a
centralized selling agency and three orders to sell a million dollars
in bonds came in, the people who were attending to the execution of
that order would not sell the three million all at once in the market
if it was soft, but they would w=it, and would sell half a million or

e million,,and would handle the thing in such a way that it would enable
them to get a better price for the securities.

The Chairman: There is no question about the desirability of
centralized execution of orders. What would you propose Governor
Norris?

Governor Norris: That as to orders placed in the market to buy
end sell for account of Federal reserve banks, that they be given to
a committee which will execute those orders in accordance with their
own best judgment and discretion and distribute the sale in the exist-
ing markets in proportion to the size of those markets with regard to
the local demand and supply, and that the results of the purchases or
sales be pro rated among the banks having orders in at the time.

The Chairman: Vho would you suggest as a committee, a committee

of Governors to deal with the matter?
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Governor Norris: Yes. Of course someone from New York should be
cheirman of that committee. I feel just the way Governor Norss feels
about his local market. In the words of the poet, "It is a poor thing,
but it ig mine own." There are other markets that ought to be pre-
served—-——

The Chairmang Obwviously Chicago, obviously Boston and obviously
San Francisco.

Governor Calkins: Isn't 1t true that the existence of a market
in the various federal reserve districts is only a matter of degree.
The largest market in New York, the next one may be Boston or Chicago,
for all I know, and whatever Governor Morss has said about preserving
the market is applicable to all of the reserve bank cities, I am en-
tirely in sympathy with the proposal of Governor Norris, but it should
not be made with such provisions as to imply or put into operation the
idea that there are only one, two or three markets in the country.

Governor Norris: I did not put it in that way. I said with regard
to all existing markets.

The Chairman: Vhy not have a committee of those four governors
who have been named who are nearby, and have insgtructions given to
them, if you please, to have due regard to all of the markets in all
of the twelve reserve cities.

Governor Calkins: I think a committee of four is too large. If

you will meke it & committee of three I will second the motion.
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The Chairman: That is immaterial to me.

Governor Calkins: I make a motion that a committee of the Governors
of the New York, Chicago and Boston banks be appointed.

Governor Morss: I think that goes pretty far. I do not see why
we should not have some sort of bureau or committee or something which,
it any Federal reserve bank wishes to go into the market, would be in
a position to receive inguiries from the reserve banks as to conditions,
giving some indication to the committee of what they want to do or
propose to do, and keep the committee thoroughly informed so that if
any bank was not informed of conditions it could inform itself of them
on short notice and the matter could be taken care of in that way. Ve
are likely to inquire of New York. Ve have brokers that are in New
York and Boston. We inquire of them and keep ourselves well posted.

I should be very glad if there was a committee that we could ask
about conditions. We could probebly give the committee some indica-
tion of what we thought we would like to do and get an expression of
opinion from them as to vhether it was an opportune time or not to do
that, but I do not think we should go much further.

The Chairman: Vhy not have the question of orderly method of
executing orders referred to this committee?

Governor Calkins: I was about to offer a motion that the matter
of working out an orderly and proper method of executing 6rders to
buy and sell government securities be referred to a committee consist-~

ing of the Governors of the New York Bank, the Chicago Bank, the
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Boston Bank and the Philadelphia Bank.
Governor Fancher: I will second that motion.
The Chairman: Is there any further discussion?
(There was no further discussion and the motion, being duly seconded,

was carried.)
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Excerpts from the Minutes of the Governors Conference,

May 2 - 4, 1922. 5 -2-Z2

(c) Policy as to_asmount of investments

The secretary then read to the conference Secretary Mellon's
3 33
letter gﬁ‘Apri1m25,v1922,faddressed to Governor Harding, in respect to

the investment of Federal Reserve Banks in Government securities. The
chairman referred to another lettg% addressed by Secretary iellon to
Governor Harding, dated AEE?}W??amigﬁ?’ stating thet the Secretary is
interested in what the Federal ﬁeserve Banks' position will be in re-
gard to investments in Government securities in view of the further de-
liberations of the conference, and in view of the recommendations of
the Federal Advisory Council.

After a long discussion of the letters referred to and of
the policy of the several Federal Reserve Banks in respect to the pur-
chase of Government securities, it was, upon motion of Governor
McDougal,

VOTED to be the sense of the conference that each governor
recommend to his directors that it be the policy of the bank to in-
vest in Government securities only to the extent that it may be neces-
sary from time to time to maintain éarnings in amounts sufficient to
meet expenses, including dividends and necessary reserves.

Governor Norris voted "yes" with the understanding that

his action carries no reflection on anything that the Federal Reserve
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Bank of Philadelphia has already done in respect to the purchase of
Government securities.

(4) Disposition of Present Investments in Fxcess of
Earning Reguirements

Upon motion of Governor McDougal, it was

VOTED that if the estimates of expenses and earnings for
the current year to be made by each Federal Reserve Bank in accordance
with the vote taken under sub-paragraph (&) of this paragraph, show
that the present investments will give an excess of earnings over ex-
penses, it will be the policy of the Federal Reserve Banks to permit
these investments to run off, rather than to sell them in the market.

(e) Transactions direct with member banks

Upon motion of Govermor McDougal, it was

VOTED that the principle should be adopted that nothing
should prevent Federal Reserve Banks from buylng Government securities
from or selling them to their own member banks, provided there is no
violation of the principles defined in previous votes.

(f) Centralization of purchages and sales

In order that Federal Reserve Banks, in placing both buying
and selling orders for their own account will not destroy the market
or compete with one another, it was moved by Governor Norris, that all
orders to buy and sell for account of any of the Federal Reserve Banks
shall be given to a committee which shall execute such orders in ac-

cordance with its best judgment, and which shall distribute the

ederal Reserve Bank of St. Louis
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execubion of the orders among the different markets as circumstances
might prompt, and that orders so executed be pro rated among those
banks having placed orders with the committee.

In discussion of this motion it was felt that the methods
by which this committee should act might best be determined after
furtﬁer consideration‘by the committee itself. Whereupon, upon motion
of Governor Calkins, it was

VOTED +that the governors of the Federal Reserve Banks of
Boston, New York, Philadelphia and Chicago be made a committee for
the purpose of studying this question and working out an orderly
program for handling the buying and selling of Government securities

by Federal Reserve Banks through some centralized control.
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EXCERPT FROM THE RECOMMENDATIONS OF THE FEDERAL ADVISORY COUNCIL,
APRIL 28, 1922.

P

Recommendation 9: The Council has read with interest the letter of the

- Y i
s e @

dated April 25, 19é2, relative to investments of Federsal Reserve Banks,

i NN

Secretary of the T;'easu%t{o hq gpxer:nor of the Federal Reserve Board

in which letter the Secretary requested the consideration of the subject
by the Federal Advisory Council,

The Council éongratulates the country upon enjoying a financial
administration which takes the enlightened point of view that the Federal
Reserve System should not be used for the purpose of carrying the Govern-
ment's obligations. Many countries of Burope would have been saved from
some of their most serious financial difficulties, if equal wisdom had
governed their policies.

The Council is also in sympathy with the point of view expressed
by the Secretary of the Treasury that the Federal Reserve Banks should
avoid excessive investments in Govermment securities, even of a short
maturity. The Council is fully in accord with the views implied that
the Federal Reserve Banks should by preference seek investments in the
fields of such bills of exchange as they can purchase in the open market.

The Council is of the view, however, that the particular cir-
cumstances prevailing at present must be borne in mind, especially the
present high percentage of reserves of the System.

Moreover, if the Federal Reserve Banks should entirely liqui-
date their holdings of Government obligations, they would thereby lose
all power of influence on the banking situation of the country, in case
excessive ease of money should develop, threatening a new era of infla-
tion. In such times, it is of the utmost importance that the Federal Reserve

System should be able to dispose of its holdings, thereby throwing the
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burden on the member banks and thus exercising a restraining influence.
The floating supply of bills at present is extremely limited. Aggressive
buying of acceptances would, no doubt, tend fﬁrther to reduce the rate
at which these acceptances could be bought, and it might destroy to a
certain extent at least the distribution of acceptances among a large
part of buyers~--the so-called acceptance market--which has been built
up with no little effort.

While the Council believes at the same time that the Federal
Reserve System would be well advised in making efforis to increase its
holdings of acceptances, there is no doubt that the Federal Reserve Banks
as a whole can not avoid at this time, for the reasons above explained,
investing very substantial amounts either in Government Bonds, Certifi-
cates of Indebtedness, or warrants. Of these three, no doubt, the short
term Treasury Certificates are the most suiteble as investments for the
Federal Reserve Banks. Bearing in mind that the capital and surplus of
“he combined Federal Reserve Banks amount to approximately $300, 000,000,
the Council does not feel that there is just cause to criticise the Fed-
eral Reserve Banks for having invested in Treasury Certificates and short
term Government obligations up to an amount which is not iargely in ex-
cess of their capital and surplus, and which, considering the amount of
their assets, constitutes only a small part of their resources.

The Council is still of the opinion that the Federal Reserve
Banks should avoid investing in long term Govermment bonds. The Council
further urges the Federal Reserve Banks when making any purchases of short
term Government obligations, that such purchases should not interfere with
Treasury operations.

In giving this view, the Council is in no way moved by any con-
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sideration of earnings of the Federal Reserve Banks, but stands entirely

by the opinion expressed in its resolution of November 21, 1921, as fol=-

lows:
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"The Board brought to the attention of the Council
the matter of the increase in the reserves of the Federal
Reserve Banks, and the apparent approach of the time when,
as a result of the liquidation of borrowings by member
banks, the Federal Reserve Banks will be seeking in-
vestment for their idle funds. The Board requested the
Council's opinion as to the wisdom of the Federal Re-
serve Banks'! investing these funds in United States
Government bonds.

"The Council stated that it is not disturbed by
the fact that the earnings of the Federal Reserve Banks
arc decreasing because of the accumulation of idle funds.
The Federal Reserve Banks were not created for profit
and the Council is mindful of the fact that, as past
experience has shown, times of temporary idleness of funds
are bound to be followed by periods of greater demands
for money, be they seasonal or emergency requirements.

"ihenever it may appear necessary for Federal Re-
serve Banks to seck investments in the open market, the
Council would recormiend that preference be given to
obligations such as:

1. Bankers Acceptances.
2. United States Certificates of Indebtedness.

3. Such short term State and Municipal obliga~
tions as are permitted by the Federal Reserve Act."
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EXCERPT FROM THE MINUTES OF THE FmDERAL RESERVE BOARD, MEETING OF APRIL 14, lggg
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Memorandum dated April 13th,| from the General Counsel, (Walter S.

logan) expressing the opinion that the Federal Reserve Boerd has legal

right to impose any restrictions and limitations it may deem proper in

the matter of the purchase of Govermment securities by Federal reserve /
14

N IS
banks for their own aceount. Also, letter dated A£f§},14th& from the

Under Secretary of the Treasury,(S. Parker Gilbert) calling attention
to recent increased purchases in the holdings of Govermment seourities
by Federal reserve banks.

Upon motion, ordered placed upon the program

for discussion at the fortheoming Conference of
Governors of the Federal Reserve Banks.

(Names in perentheses added =-- fhg)
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FEDERAL RESERVE BOARD 333 ,~A—

WASHINGTON X-3689

ADDRESS OFFICIAL CORRESPONDENCE TO ]
THE FEDERAL RESERVE BOARD

April 7, 1923.

SUBJECT: Policy Governing Open Market Purchases by Féderal Reserve
. Banks and the Administration thereof.

Dear Sirs

This is to advise you formally of the action of the Federal Ha-
serve Board taken at its meeting of March 22nd, with respect to open
market purchases by Federal Reserve Banks, and which was discussed at the
recent conference between the Federal Reserve Board and the Governors of
the Federal Resarve Banks.

The Board has adopted the following principles with respect to
open market investment opérations of the Federal Reserve Banks:

(1) That the time, manner, charatter and volume of open market
investments purchased by Eederal Reserve Banks be governed with primary Y
regard to the accommodation of ccmmerce 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,
careful regard be always given to the bearing of purchases of United States
Government securities, especially the short-dated issues, upon the market
for such securities, and that open market purchases be primarily commercial
investments, except that Treasury certificates be dealt in, as at present,
under so-called "Repurchase’ agreement.

In order to provide for the proper administration of the policy
defined above, the Board fules that on and after April 1, 1923, the present
muittee of Governors Centralized Execution of Purchases Sales of
Government securities be discontinued, and be superseded by a new committee
known as the Open Market Investment Committee for the Fedsral Roserve System,

said committ#e to consist of fiye representatives from the Federal Reserve
Banks and to be under thé general supervision of the Federal Reserve Board;
and that it be the duty of this committee to devise and recommend plans for
the purchase,sale and distribution of the open market purchases of the
Federal Reserve Banks in accordance with the above principles and such regu~
lations as may from time to time be laid down by the Federal Reserve Board.
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In accordance with the informal agreement made at the time of
the last Governcrs! Conference, the membership of the Open Market In-
vestment Commtittee for the Federal Reserve Sysiemn, will be identical
with the membership of the ocld Committes, as follows:

Federal Reserve Bank of Boston
Federal Reserve Bank of NeWw York
Federal Ressrve Bank of Philadelphia
Federal Reserve Bank of Cleveland
Federal Reserve Bank of Chicago

By order of the Federal Reserve Board.

Wm. W. Hoxton,
Secretary.

To Governors of Federal Reserve Danks.
Copies to Agents.
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