Reproduced from the Unclassified / Declassified Holdings of the National Archives

Form P. R. 567

KIND OF MATERIAL OR NUMBER

NAME OR SUBJECT

DATES (Inclusive)

PART NUMBER

igitized for FRASER
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis

DECLASSIFIED

Authority é{) _L%‘L

END SHEET

333.=b~1

Open Market Investment Committee
Open Market Operations

1923

Part 1



Reproduced from the Unclassified / Declassified Holdings of the National Archives

Digitized for FRASER
r?ttp://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

DECLASSIFIED

Authority £() /2,958

FEDERAL RESERVE BANK

OF SAN FRANCISCO

December 27, 1923

Federal Reserve Board,

Washington, D. C.

Dear Sirs: Attention: Mr. Walter L.

Bddy

I beg to acknowledge receipt of your confidentig%

letter of December 3d,\advising me of the resolution adopted

S

by the Federal Reserve Board on December 3, 1923.

Yours very t

Governor

Federal Kossron ..
ke V'-?iﬁio.,.d
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.
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My dear Governor ..

2 Do ¢
JUR T e T ;

N

December 24, 1923

In accordance with my letter of December 12, 1923}‘we have considered the pro=-

cedure to be followed in the handling of short-tserm investments in Government securities

acquired for the System at the discretion of the Open Market Investment Committee, and

have formulated a plan which will be simple and easy of operation and at the same time

will provide for an equitable distribution of the investments and of the subsequent

profits or losses, if any, resulting from these transactions,

The proposed plan, which has the approval of the Committee,

is as follows:

1. As securities are purchased the New York Bank is to charge
the cost of all purchases made to a special account to be carried on
its books under the title "Special Investment U. S. Securities,”

2+ The par amount of all purchases made will be prorated to each
reserve bank on the percentage basis already set forth in my letter
of December 12, 1923, the New York bank crediting the total amount al-
lotted to the other eleven banks to an account on its books entitled
"Participation of Other Federal Reserve Banks in Special Investment
U. S, Securities,” at the same time advising each other reserve bank

of the amount of its participation,

3. Upon receipt of these telsgraums each other reserve bank will
credit New York through the gold settlement fund, debiting an account
on its books entitled "Participation in Special Investuent U, S. Secur-
ities," the total of the participation by each bank to be carried on

its balance sheet fom34 against this caption,

4. The figures reported on the weekly press statement will, of
course, be against the usual captions "U, S, Certificates of Indebted-

ness" or "U., S, Bonds and Notes,™ as the case may be,

and each bank

will be advised each Wednesday night by the New York Bank as to the

division of its quota between these two accounts,

5S¢ The New York Bank will hendle all acecruals of earnings by
first accruing the earnings on the entire fund tp a special account
to be styled "Interest Earned on Special Investwment U. S, Securities,"
after which it will each day distribute the accrual to each bank in
the same proportion as the investment, crediting each bank daily with
its proportion through the gold settlement fund, and debiting an ac~
count to be entitled ”Particlpatloh of Other Federal Reserve Banks in

ﬁr;nterest on Special Investment U, S. Securities."
A//V‘i

ﬁ( ﬂﬂbifr'wfzgz
Lven
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6+ Each other reserve bank will credit its share of the earnings
to its regular account “Interest Barned on U, S, Securities" or if it

to an account "Interest Barned on Special Investment U, S,
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Te As sales are made the operation will, of course, be reversed, New
York erediting each bank with its proportion through the gold settlement
fund, and each other reserve bank creditiyg its account "Special Invest-
ment U, S, Securities” upon receipt of the advice of sale,
8. In case of profits or losses resulting from sales, the distribu~

tion will be made in the same way, each bank being furnished with full in-
formation.

Under this plan the New York Bank will carry on ite books the PEEE@fELngM§i9°°unt /
accounts, if any, and also the “Accrued Interest Not Collected.” The other eleven banks
will have only the earning asset account fepresenting the par amount of their participation
in the total purchases and the earnings actually accrued. This will materially simplify
the handling of these transactions so far as the accrual of earnings and the advising daily
of entries over the wire is concerned,

In the event of changes in the ratios of distribution to the several reserve banks,
the total account will be adjusted to the new percentages with appropriate wire advice to
each bank concerning entries to be made.or, when the adjustments are small, it will pro-
bably be absorbed in the first transaction thereafter,-vhether purchase or sale,

As and when other reserve banks are directed to make purchases for this account,
such bank will receive payuent in full from the New York bank, following which the New York
Bank will make distribution in the same mmnner as though purchase had been made by it in
the first instance. The securities purchased for this account will be retained by the
New York Bank and will be lodged by it in a "Special Account” to be held for the System
separate and apart irom all other securities held by it.

The Cormittee has already invested 33,500,000 in March 1924 certificates for this
account and as soon as all of the banks have been heard from, this purchase with any others
made iﬁ the meantime will be prorated in accordance with the foregoing.

Will you please let me know promptly if there is anything about this procedure
that is not clear to you, or with which you are not entirely in accord.

Very truly yours,
Benje Strong

Chairman, Open Market Investment Committee
for the Federal Reserve System

Note: For your information, we have received advices from the governors of all Federal re=

@niajgﬁﬁ@géﬁanks stating that the plan outlined in my previous letter has been presented to their
tp/frasteMPestive boards and that it has their approval,

ederal Reserve Bank of St. Louis !
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To _ FPe Namlin ) — Subiec:: . /
From & ¥s "ddy ? . /
;

£t the meeting this rorming, you were appointed o gsomittee of
vne, for the Sonrd, to coopornte with Governoy Strong and T're Jay
in the presaration of 2 forr of statersnt on the sobjoet of o
maritat operstions for punlieation in the Jomunry, 1524 imsue of Lhe
falarsl Resorve lletin, :
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S ARy of rausrvs Bauk crmdiie « At the Fedaral reserve dapks disosunts
inoreased repidly during the year, bat there was a sorresponding deolins in
open-market heliings, with the resalt that total earning assets remsined
relatively stable, in faot, as stown by the chart, relative stability ir the tetal
voluxe, with changes in the curposision, has been the principal charaoteristic of
federal rescrve bank assets during the ;ast two yoars, During these twe years
the sountry steadily uses from $1,000,000,000 %0 41,800,000,000 of reserve dank
eredit. In view of this relatively coowtant demand, the yoears 1322 ana 1923
afford an opportunity of otesrving ilhe effeqt of changes in the volums of opon~
¢ rarket holiinge upom the volume of menber bank diseounts. ™his ohanging ree
lationshipy was oormanted on in the lisy and July isswes of the Bulletin, and
it now seocs aprropriate, at the alose of the yesr, 0 maks a More coglois
review o7 uix relation between tho two eloments of Fedaral rescrve crodit
1olicy - redizeount operations and openemarket aperstions.
Iu the varly part of 19.2 thu rescrve barks puwr chased e mimraﬁh Vole
- ume of short ters tuvernment seSurities in the open-market, partiy for ths rure
: Ty neduced Tiwenw |ty s
yose of obtaining earnings, ‘and in 1923 they sohica—targe-mms) of these ascur-
.'\'\‘lﬁn. In the abessnce of change in tho aggregute derand £or reserve bank arsdit,
the luocresses in open~market purcshases daring 1922 were offsst Wy a correspimding
decline in the volume of ulsovunts, and in 19282 the reduction in securities ww
» ascorpanied My a substantially equivalent inareane in disoounts.
‘ In 1522 when the resurve banks dought eeouritiss the funds whioh thay
pald o the sellers round thoir way into manber banks snd perwitted these banks

\ $0 ropay an equel arourt o0f thair rediscounts, “he aggregats smoumt of rescrve
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3. .

bank aredit in use was not inoreased or swen naterisily changed; a osrtain

amount of their “redisoounts™ were merely tlms ocowverted into "sesurities.”

Mkmdfntmmwm,wnmmmimamm.mu
nofbse s

adi to thetr 1*»1» fumds or to _ensble  theu $0)their indedtednsss at

the reserve banks, Unier such oonditions banka are likely to lend mare fulily

e d T el
s they

In 1523, on the othor hand, when tho reserve banks sgXd seguri

$0 their customers axnd others,

withirew from the :arket an oguivalent mrount of funds. Zollowing the with.
drawal, the market berroved subetantially the sere amcunt #rom the bamksg and
the bazks, ir turn, reclzevunted sudstsntially the saze amount at the reserve
benks, 6o that thure was no matorial change iz the tetal volume of ederal
reserve benk aredit iz unse,.

Open-market policye. =
The volume of opon-carxet Roldings with whish the rescorve banks entered

the year 1923 put them in pessession of an aizirable instrmzent for testing
the degre: of deponience of the credit struature upon federal resorve btunk ao-
cormedation snc for plascing the initiative upon re ber banks to determine the
volure of reserve bank oredlt required ¢o umest the neods of bMusiness end induse
$ry. Por in redisoount gperations the initiastive is taken by the member dWoks,
which bozrow fra: the reserve banks at the established diseoumt rate, vRile la
open-sariket operations the initiastive is taken by the reservs barde, which buy
or #ell short tery seourities in the rarket largely at their own velition and
st sarket rates, m‘ faot thot the redudction of opon-smrket holdings during
1933 wos foid ‘;‘ij amount of disosuntinmg by resber banks ap;roximately
vind At grbnteet
oqual to the volume of fumis withdrmm ;
by fadearel recorvo banks indicated that the total volume of resorve hank eredit

outstanding was not in exvess of reguiremonts,
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Feieral ressrve oredit pelioy during the yaar has deen reflegsed ahiefly
h'mt perations. A¢ e agoregate denand of Lhe OURLEY fOr resesrve _
sk aredlt may do meb elthar through redisecunt or spen~zarkst operstions, the
Federal Seserve Soard felt that tlees two methods of extending oredit shomld be
brought into lMrwony. The Bosrd, thevofore, iv ipril, 1923, appointed a oom~
mittes of offiears of resarve danks to aot in oonjumotion with t\he Board in
effeoting » more complete oonrdination of sll orev~markot opsrations of the
reserve bunks, Poth en their ow; agoount and in the axeoution of erders ia
goverroent seawrities fw‘ the Treasury s fisoal agents of ths govermmen$,

At the tive the ocommittee was srpolinted, the ledersl Hosorve Board sdepted

"Zhat the time, marmer, choractor eand
volume of Opsn-merkot imvestients
parchased ry wieral reserve banks

be covercod with primery regerd to the
agoorerodation of ourerss and bhusiness
anéd to the effoot of auch purchaseo o
ssles or the geusrul grsdit situztion.”

As the iot provides that i acunt retes shall tw fixed “with o view of
asoormodating eormerse and business,” the adoption af shis principle definitely
sstadlished opev-market polioclies ox the sare basis as dircount yoiiscles. Opene
market operations yrovide a cushion of orecit betweon the direst dorrowings
of wember hanks and the mowey Tarket, ans have faoilitated she flow of orecit

N QA_\.
inte and out of thu roserve banke, lu 2ich a way as to\roduos the tondengy

toward ppriodion) tightness of money forserly feld by bhusineas in tho spring

and by sgriculture in the autucm. Indeed, opon-market oparatisns, pertiexlerly

sales of essurities, huve roved t0 be a valuatle adjunet 0 disoount poiiaye

The winer iufivencs which ezles of socuritics by reserve banks emarts moy,

at tires, areld the necessity for resorting to the rajor influence of & ohange
Digitized for FRASER
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4.

8 discommt rates,

m-@: rate changes in 1928 wers fewer than it &1y other year {n the
histery of the aystem, Advanoes in disoount retes from 4 per oent to 4¢ rer
ot at the Pepdaral resorve banks of Hoston, New York, and Sen Francisoo were
nade sarly in the year, and elnos that tine the level of rates hat besn the
sumo at all the reserve banks. <1th $ho growth of diseounts, howsver, which
scoonpanie: the redustion iz the heldingy of govermment securities, the inclue
enge of sxisting discount rates was oxtended €0 a larger proportien of the
total Pederal ﬁlerve bank oredlt in use, and tho oost 0 9btaining reserve
bank oreudit was borne nore -irectly by member benks. Jhatges in disoount rates
attract more attention then open-marist operations, and yot durin;: the past year

chpiineas inThis vt

rof gecuri mﬁ,% reserve banks hes besn an irportant influenoce.
The weekly statements of ocondifion of the Zgderal reserve danks ;ive full pubs
lielty to the mwount and ocompesition .f epen-markst holdings anc make it ypossidle
for the pnbno to fenw these changes - fran week $0 wock. 4

[OOSR S i NQDR
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Governor Strong, Mr, Jey and Dr. Stewart eppeared before the Board and
submitted a revised draft of the statemsnt on the subject of open market
operations for insertiom in the January issue of the Federal Reserve Bulletin,
and after discussion and the suggestion of various amendments, these gesmile-
men withdrew from the meeting to rewrite the statement for submission to the
Board at a meeting to be held at 2:30 this afternoon.

December 19, 1923

At this point governor Strong, Mr, Jay and Dr, Stewart entered the meet-
ing and submitted to the Board finel draft, as follows, of a statement om
open market operations during the years 1922 end 1933, for insertion in the
January issue of the PFederal Reserve Bulletin:

"Constancy of reserve bank eredit, -~ At the Federal reserve
banks discounts increased rapidly during the year, but there was
a corresponding decline in open market holdings, with the result
that total earning assets remeined relatively stable, In faet,
as shown by the chart, relative stability in the total volume,
with changes in the composition, has been the principal character-
istic of Federal reserve bank assets during the past two years.
During these two years the country steadily used from $1,000,000,000
to $1,200,000,000 of reserve bank credit. In view of this rela-
tively constant demend, the years 1922 and 1923 afford an opportu~
nity of observing the effect of changes in the volume of open-
market holdings upon the volums of member bank discounts. This
changing relationship was commented on in the May and July issues
of the Bulletin, and it now seems appropriate, at the close of the
year, to make a more complete review of the relation between the
two elements of Federal reserve credit policy -- rediscount opera-
tions and open-market operations.

In the early part of 1922 the reserve banks purchased a con-
siderable volume of short term Government se€urities in the open-
market, partly for the purpose of obtaining earnings, and in 1923
they greatly reduced their holdings of these securities. In the
absence of change in the aggregate demesnd for reserve bank credit,
the increases in open-market purchases during 1922 were offsst by
a corresponding decline in the volume of discounts, and in 1923
the reduction in securities was accompanied by a substantially
ecuivalent increase in di scounts,

In 1922 when the reserve banks bought securities the funds
which they paid to the sellers found their way into member banks
and permitted these banks to repay an equal amount of their redis-
counts. The aggregate amount of reserve bank credit in use was
not increased or even materially changed; a certain amount of
their frediscounts' were merely thus converted into *securities,.?
But the effect on the member banks, particularly in the large
centers, was to add to their loanable funds or to enable them to
reduce their indebtedness at the reserve banks., Under such condi-
tions banks are likely to lend more fully to their customers and
others.
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. December 19, 1923 (Cont'd)

L/// In 1923, on the other hand, when the reserve banks reduced
their security holdings, they withdrew from the market an equivalent
amount of funds. Following the withdrawal, the market borrowed
substantially the same amount from the banks; and the banks, in turn,
rediscounted substantially the same amount at the reserve banks, so
-that there was no materiasl change 1n the total volume of Federal
reserve bank credit in use.

Open-market policy. - The yolume of open-market holdings with
which the reserve banks entered the year 1923 put them in possession
of en admirable instrument for testing the degree of dependence of
the credit structure upon Federal reserve bank accommodation and
for placing the initiative upon member banks to determine the volume
of reserve bank credit required to meet the needs of business and
industry. For in rediscount operations the initiative is taken by
member banks, which borrow from the reserve banks at the established
discount rate, while in open-market operations the initiative is
taken by the reserve banks, which buy or sell short term securities
in the market largely at their own volition and at market rates. The
fact that the reduction of open-market-holdings during 1923 was ac-
companled by an eamount of discounting by member banks approximstely
equal to the volume of funds withdrawn from the market by Federal
reserve banks indicated that the total volume of reserve bank credit
oustanding was not in excess of requirements.

Federal reserve credit policy during the year has been reflected -
chiefly in open-market operations. As the aggregate demand of the
country for reserve bank credit may be met either through rediscount
or open-market operations, the Federal Reserve Board felt that these
| two methods of extending credit should be brought inte hermony. The
‘ Board, therefore, in April, 1923, appointed a committee of officers
| of reserve banks to act in conjunction with the Bosrd in effecting
| a more complete coordination of all open-merket operations of the
r reserve banks, both on their own account and in the execution of
b

orders in government securities for the Treasury as fiscal agents
of the government,

- At the time the committee was appointed, the Federsl Reserve
Board adopted the prineciple:

tThat the time, menner, character and volume of
| ‘ open-market investments purchased by Federal
| ) reserve banks be governed with primery regard
| : to the accommodation of commsrce and business
and to the effect of such purchases or sales
on the general credit situation.!

As the Act provides that discount rates shall be fixed 'with a ‘

view of accommodating commerce and business,' the adoption of this -

i principle definitely established open-market policies on the same- 1%

| basis as discount policies. Open-market operations provide a cushion
| of credit between the direct borrowings of member banks and the

1 money market, and have facilitated the flow of credit into and out of

|

|

|

the reserve banks, in such a way as to exercise a steadying influence
in the market and to reduce the tendency toward periodical tightness
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of money formerly felt by business in the spring and by agriculture
in the subtumm. Indeed, open-market operations, particularly sales
of securities, have proved to be a valuable adjunct  to discount
policy. The minor influence which sales of securities by reserve
banks exerts may, at times, avoid the necessity for resorting to
the major influence of a change in discount rates.

Discount rate changes in 1923 were fewer than in any other
year in the history of the system. Advances in discount rates
from 4 per cent to 4% per cent at the Federal reserve banks of
Boston, New York, and San Francisco were mede early in the year,
and since that time the level of rates has been the same at all
the reserve benks. #ith the growth of discounts, however, which
accompenied the reduction in the holdings of government securities,
the influence of existing discount rates was extended to & larget
proportion of the total Federal reserve bank credit in use, end
the cost of obtaining reserve bank credit was borne more directly
by member banks. Changes in discount rates attract more attention
than open-market operations, and yet during the past year changes
in the volume of securities held by the reserve banks has been an
important influence. The weekly statements of condition of the
Federal reserve banks give full publicity to the amount end
composition of open-market holdings and make it possible for the
public to follow these changes from week to week."

Mr. Hamlin moved that the statement submitted be
approved.
Carried.

ederal Reserve Bank of St. Louis
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The Governor presented a letter dated December 14th, {ﬁddressed to
him by the Cheirman of the Federal Reserve Bank of New York advising
that at a meeting held on that date the directors of the bank had dis-
cussed the matter of participation in the program contemplating the
purchases and sales of short term government securities, suggested by
the Open Market Investment Committee under the terms of the Board's
resolution of December 3rd, and that while they had voted to partici-
pate in the purchases and sales and are in full accord with the general
purpose for which such purchases and sales would be made, they are
impressed with the necessity of an appropriate public explanation con. -
cerning the whole subject of open market operations and without some L//
such public explenstion may wish to reconsider their decision to
participate in the plan.

December 17, 1923

The Governor then stated that he had invited Messrs. Strong and
Jay to meet with the Board in order that the members might have first
hand information regarding the attitude of the board of directors of
the New York benk in this matter.

After a full discussion of the advisability of publicity
such as that suggested by the New York directors, and the form
which any statement issued by the Board might best take, Mr,
Hamlin moved:

"It is the sense of the Board that some statement on
Open Market policy be made in the Jamary issue of the
Federal Reserve Bulletin',
Carried, Mr. WMiller voting '

The Governor appointed Mr, Hamlin as a committee of one
for the Board to cooperate with Messrse. Strong and Jay in the
preparation of a form of statement to be submitted to the
Board later.

December 18, 1923

At this point Governor Strong, Mr. Jay and Dr. Stewart joined the
meeting and submitted to the Board draft of a statement on the subject
of open market operations for insertion in the January issue of the
: Federal Reserve Bulletin, prepared in accordance with the action of the
| ' Board at its mecting on yesterday.

After discussion of the statement as submitted and
the suggestion of several minor amendments, Mr. Hamlin
moved that the committee return to conference and prepare
a final draft of the statement for transmission to the
Board at a meeting to be called at 10:00 o'elock tomorrow.
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Form No. 131, : .
FEDE! RESERVE

Office Correspounde ce /> ,g,ag mm’,nzx;;
g o . - { &
To____ Mr. Sgewart E Subject: 4 A=t UHD TN

I
From. _Mr. Hoxtom, Secretdry L g B
d

Ae Seoretary of the Committee on Disoount and Open Market Polley, [
you are advised that lMr. Miller's proposed new plan for stat.ng reserve
positions at the Federal Reserve banks involving gold polioy was taken
from the tsble and referred to the Committes on Disoocunt and Open Market
Poliay, said Committee comsisting of Mr. Miller, Mr. Platt and Mr, Cun-

ningham,

'RECEIVED

JUL -21923

DIVISION &
ANALYSIS & RESCARCH.
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MUV TN ETLme

OB PIE OF DISOOURD ALD OPEN RARK'Y mx.n# - DEC161939

Uinates of meesing of Fovember 8, Lo o

e Committes met at 2,30 Pelte, OB Fovember 8th, im I¥. 1ller's offloes
Presents Mr, Nilier, Yre lats, MP, itesart, Secretary, and Vr, Vinsten and
re Oilbert Wy Lawitation.

The Oamaities resumed couslderasion of the best method ¢f putting inte
operution the Separate ressrve raties. ir. Stewars reported that Wy tranefer-
ring She Bostan and Oleveland banks from the 90 per osns 19 100 per eemt class,
mW:mmmwmmtum»mms dlass, snd the
A1 chmond benik from the DO per cent %0 the 60 por oent olase, it would have deen
posnible 50 maintain during the rirst 10 momthe of 1983 & note ressrve ratio fer
the Systen sbove the 9O per cent ninimm, After some discassion it W eoncliuded
that the Yest plan of procedure was $o follow the method indionted In the memorat-
dam presenied o the emsmmmmﬁsm the sense « the Committos
that the plsn should be at inte aperation sarly in 1934, that Neparate Teserves
sheuld be maintained apainst notes snéd deposits by eagh individnal bdank, that
note and depaBlt ressrve ratios for the Lystesm should be published weekly by she
Doard, that statenonts of individual reserve banks show the amouns of note ressrve
and of deposit reserve, but that it might be sdvisable t0 dafer the publioation
of note and deposit ratios for the individual banks untll experiwee with the
| Plan indloated that thelr [ubliestion wes dseirable. In view of the Toserve po-
sitiems of the individual reserve bankw, the Jommittes wns of the epimion that
| 1% will prededly be fessidlo when the plan 1s put inte eporation $0 meintain st
lonss a 90 yer mtmm‘mmwm/'

(12rs xeminghem, vho soulc not Lo jredent when the Cormittee first mes,
come in 2% this time.)
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T Uemittee considored the proposal made in Ir,. 1lbart's letter of August
8th with recard %0 gold puytents by Yederal resorve danks. fter discussion of the
groposal the Cumittee recemmenio: $o the Board the following resoluticus

@norens it 1s the sense of tho feceral :eserve Doard thet it is
desirable that gold cortifioates be restored to oircuiation in order
agaly te dulld ap & seoomdary rosorve; %iw

“heress 1t is lmportant that a mw/w reBpeot to 0id peaymonts
sbhould be ndopsec by the Feceral Heserve Uystemg

Besolved that the Jodarel ieserve Benks, aocting lu eogperation
with the Ffeueral -osorve Doard (due regard belug had to the Fesexrve
position of the respeative banks) sbhall restore to eiroulation during
the year 1954 an swount of £0ld certificates to an aggregate amount
of Tive hamidrod milliions of doliaveg

Jeselvex further that the Covernor be instructed Lo advise the
Feuaral ioserve hamiks of thess resclutiims and to transmit to the
Fe-oyal ieeerve Japks sugh further instruotions us may e nevessary

$o owrry thes iutoe eflfect,

The Jorsittes alsc counsidered the sugpestion nade iy lr. Gilbert's letter
of ;iuguss 3rd conowrning She ralntennnos of a difforential bebtween the redis-
omnt rate for oomworoial yaper and Open rmerkeot rates. The Joemmittee Leiieves

that the Board should reaffirm the yrinciple that s differentisl should be reovog

nised botween radisoount rates on oorwerolsl peper and open market rates, and
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Be

that the types of yeper entitled to this diffurentis) and the extent of sush
differensinl adeuld de given spesifie seesideration in commeetion with my future
conernl revision of redizoount rates.

he Commitiee sdjournsd at 4,50 pem,
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ILUD: OF THE DISCWNT AMD OUBN LATMDT VLI

Angmst 14, Corittoe ot in ¢he Soard Doom, 3.30 pe e TOSENL:
‘we Mlier, i, “latt, lr. Cunninghan,

Undor-Jecratary of the Treasury, :¥. Gilbert, was procent and furniched
t}e Comittre with a fullsr oxplanation of his provosal for rooognizing in
discount rate policy the difforenso botween papor whioh lms a standing in
the open marimt, suoh as bankers' mpta.ama and Treasury Jdsrtirfiontec, ad
maper presouted for diseount far whioh there iz no opsn mrimt, custoror:’
notes and 11no of aredit Kodm Zis lettor to Uovarnor Oriscinger, i- w ich
tho plan was £iret mresonted, ic £iled with the nimites of this rseting.

here wis o gomaral discussion of the nlan by the mmerbers of the Camittoe
porticipated in by ir. Jay of tho Now York Mderal Becervs Dankt, who was
$-wited to attend tho »mating of the Coamittoe. Though no formal action woa
takon it w o sugrosted that ¥. Gilberi': peovooal bo roforred to the Open
dhrot Camittoe 02 the Covernors and,1f after discuselon by then it was
doormed advis~ble,tlnt the nlan also be reforred for mmmn to tho Fedornl
Advisory Comnoil and to the jJoint oonforenoce of Covernors and Jhalrmsn In
Lovarbers

Laltor V. Stawort,
Joarotary of Cor:ittos.
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FEDERAL RESERVE BANK

OF NEw YORK

377 Y »'\w,.af
et W - g

AT BO’ e December 14, 1923,
DEC 17 31923

Siras:
At our directors meeting Wednesday morning the letter of Ezggalr-
man of the Open Market Investment Committee dated December 12 wa.8 read ang e vj(gér
tonsiderad. It invites this bank to participate in a programme contemplating
the purchase and 8ale of short term government securities through the open
mérket investment committee under the terms of the Federal Reserve B;ard's
resolution of December 3. The invitation and the programme it involves were
fully discussed and while the directors voted to participate in these purchases .
and ssles, and while they are in full accord with the general purpose for which

such purchages and sales would be made, nevertheless they expressed certain

reservations not directly relating to that general purpose which they requested

me to present to the Federal Reserve Board.

When a reserve bank, by buying short term government securities,
voluntarily places its funds in the money mafket, such purchases, under present
conditions, merely create a condition in the market which enables member banks
to reduce their borrowings at the reserve bank. On the other 'hand, séles of
such securities under present conditions, merely create a condition in théf
market which causes member banks to borrow at the reservq'bank t01391aq§£he
funds the reserve bank has withdrawn. In neither case is there a change in
the total volume of reserve bank credit in use. The conversion of a certaiﬁ

portion of this cresdit from wrediscounts and advances" to "securities purchased,®

or vice versz, has the effect of relieving member banks from borrowing, or of

http://frager.stlouisfed.org/
Federal Reserve.Bank of St..Louis
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"” Federal Reserve Board 12/14/23.

FEDERAL RESERVE BANK OF NEW YORK

impelling them to borrow, as the case may be. The extent to which they are
borrowing at the reserve bank has its effect, in turn, upon the amounts they

.~ may be disposed to lend to their customers, as well as uapon the rates they may
charge.

During 1922 and 1923 considerable smounts of short term Government
securities were purchased and sold by the Federal Reserve Banks for various
purposes, including that of exerting an influence on credit conditions and of
changing the form in which reserve baﬁk credit was extended. The effect of
.such transactions has now been observed and in a. measure tested. The present
programme proposes that, as a result of such observation, the Federal Reserve
Bankg, with the =pproval of the Federal Reserve Board, should now put them-
selvaes in a position which would enable them in future to use this means of
exercising an influence on credit conditions if occasion should arise. Such
open market‘dperatione are s valuable and a moderate method of influencing
eredit cohditiopé ; a method well recognized abroed by benks of issue and by

“bankers andvthe public, but not yet understood by the public in this country,
even though erpressly provided for by the terms of Section 14 of the Federal
Reéerve Act. However clearly such operations are set forth in the weekly
statement of the ieserve system, neverthefess the public as yet is accustomed
to look slmost exclusively to the discount rate as the reflection of Federal ;&</
reserve credit policy.

Under these circumstances the directors question the wisdom of the
Federal Reserve System's entering upon a further purchase of securities with

the sbove purpose in view, unless an appropriate statement to the public is

made by the Federal Reserve Board, in the bulletin or elsewhere, explaining

not only the purpose and effect of such purchases snd sales but also the me thod

and machinery employed in effecting them. The directors realize entirely the

wisdom of having a commi ttee of Governors, appointed by, end operating in
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FEDERAL RESERVE BANK OF NEW YORK . Federal Reserve Bosard 12/14/23 .

conjunction with the Federal Reserve Board, with authority to recommend a
policy from time to time to the several reserve banks whick participate in the
programme and, when that policy has been approved, to execute it. But the im-
portance of the programme, snd of the advisory and ministerial functions of
such committee, together with the fact that the committee is created under gen-
eral, rether than specific, provision of law, has impressed our directers with
the necessity of an appropriate public explanation concerning the whole subject.

They wish me t§ say that without some such public explanation they
mey wish to reconsider their decision to participate in the plan and might later
prefer to dispose of the securities bought in accordance with it, as and when
they think proper.

In this connection, our directors slso request me to say that while
they recognize the advisability of having some central control over the diépo;
sition of these particular securities, as indicated in the Federal Reserve
Bogrdts resolution of December 3, nevertheless, in thus accepting the invita-
tion to participate in this plan they understand that their authority relating
generally to the purchase and sale of Government securities remains as defined
in Section 14 of the Act.

With regard to the programme generally and what is sought to be ac-
complished by it, our directors, as I have said, are in hearty accord; and
the reservation which they express to our participation in it is made with
no desire to impede its progress but merely to suggest the desirability of a

public understanding of it which they believe will contribute gréatly to its

Respectfuliy,

; success.
|

r
|
L
|

Pierre Jay
Cheairman.

Federal Reserve Board,

oitized for FRASER W& 8hington, D. C.
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December 12, 1923

The special committee appointed at the meeting on December 6th
reported on its investigation of the origin of the Washington despatch
sppearing in the New York Journal of Commerce under date of December
4th, with reference t0 the meeting of the Board with the Open Market
Investment Committee for the Federal Reserve System, held on Monday,
December 3rd.

The report was read and accepted, and upon motion the
special committee was discharged.

ttp://fraser.stlouisfed.org/
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FEDERAL RESERVE BANK RS R

OF NEW YORK

December 12, 1923

Deur Kr. Eddy: @9‘4:////

Referring to your letter of December 2, 1923 addressed

St

to Governor Strong as Chairman of the Open Warket Investment Com-

mittee, and Governor Strong's reply of the same date, I am now en-

' closing copy of letter written to-dsay by the Chairman of the Com-

mittee to the various Federsl reserve banks, whick letter is &ac-
compsnied by & copy of the resolution of the Federzl Reserve Board
dated December *, 1323.

I zm also enclosing copy of the minutes of tuie meeting

0. 373.77

held in Washington cn December 3.

y truly yours,

- B. Matteson
Secretary, Open sarket Investment
Coumittee for the Federsl Reserve
System

kr. Walter L. Eddy,
Secretary, Federal Reserve Bourd,
Washington, D. C.

Encls.

n

B

2ae ane (1[5
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FEDERAL RESERVE BANK

OF NEwW YORK
CONFIDENTIAL

December 12, 1923

iy dear Governor

Pursuant to the arrangeuent made at the Joint Conference held in
Washington on November 12, the Committee on Open idarket Investments held a
meeting last week with the Federal Reserve Board at which the report (a copy
of which was handed to you at the conference) and the subsequent recormenda-
tion of the Cormittee were considered.

The committee has now received a coumwunication dated December 3, 1923,
from the Federal Reserve Board, of which & copy has been sent to you by the
Secretaery of the Board, expressing its approval of the policy recommended by
the committee, Please observe the terms of the resolution of the Federal Re=
serve Board.

After discussion of the Board's resolution, the committee authorized
me to advise you as follows:

Those banks whose directors decide to participate in the purchases,
which will be considered to be a "special account,” will be understood to agree
to turn in the securities so purchaesed for resale in whole or in part, upon re~
ceipt of advice from the committee from time to time,

0f course, participation in the account by each Federal reserve bank
will be in the usual percentages, which are at present as follows:

¢

Federal Reserve Bank of Boston 8.4%
" " " " New York 7. %
" " " “ Philadelphia 8.1%
u " " * (Cleveland 9.7%
" " " " Richmond 4,14
1] " M Adlanta 4, 8% .
" " * " Chicago 16.3% ix
" " " " 8%, Louis 3.5%
" " " " ifinneapolis 2.7%
" " " " Kansas City 3.4%
1" 1 " " Dallas 2.9%
" " " " Ban Francisco 9.1%

In case, however, the directors of any reserve bank now or hereafter
decide not to participate, the proportion which would have been allotted to that
bank will be divided among those banks which do participate, and a new percentage
will be figured, of which the participants will be advised.,

The procedure which now governs the execution of orders and transactions
for the Treasury and for reserve banks is not modified as a result of this authori~
zation,

Regular advices of all transactions in this account will be sent to all
participating reserve banks as usual and the participants will be kept fully in-

.org/

ederal Reserve Bank of St. Louis
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formed of the cormittee®s activities; the account will be separately stated from
other current transactions for account of the Federal reserve banks, or those for
the Treasury Department, and the committee proposes, with the approval of the
Federal Reserve Board, that whenever purchases reach the sum of $100,000,000, the
Federal Reserve Board and participating reserve banks will be zsked to express

their views as to further purchases,

You are asked especially to regard the confidentiél character of the
matter and to advise the chairman of the cormittee promptly by wire of the de-

cision of your bank as to participating.

This letter is sent you bj direction of the committee.

Very truly yours,

Chairman, Open Market Investuent Committese
for the Federal Reserve System

|
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COPY OF THE RESOLUTION OF THE FEDERAL RESERVE BOARD
DATED DECEMBER 3, 1923

WHEREAS, fhe Open Market Invesiment Committee of the
federal Reserve System (Governors Strong, Harding, McDougal,
Fancher and Norris) has reported to the Board that it is expede
ient at the present time that the Federal reserve banks be
given permission te assume a position toward the morey market
by the purchase of a suitable volume of Government securities
of short time maturities, provided such purchases can be made
without disturbing the corditions of the money market or of
the market for Govermmert securities,

NOW.,, THEREFORE, BE IT RESOLVED, That the Federal Re-
serve Board declares itself im favor of the purchase of a
limited wolume of short term Government securities at this
time, it being understood that the Board reserves the right to
¢iscontinue purchases and to require the sg}e of any of the
securities purchased in pursuance of this resolution at any
time it may deem expedient, and

BE IT FURTHER RESOLVED, That copies of these resolu-
tions be transmitted to the Chairman of the Open Market In-
vestment Committee of the Federal Reserve System amdto the

Governors of all Federal reserve banks,
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FEDERAL RESERVE
BOARD

19 B
L% ?
Sub]ect. Investigat% rig—inﬁef* 'ﬁfi‘;

Caxr ,spm“ ..1C€

Washington di toh ‘Bppearing in
. the Journal of Comuerce untier date -
of DNecawbsr 4th, with referencs to
the meeting of the Board with the
Open Market InveetMisit COHRMITCNE”

held Monday, December 3rd. L

m
Pursuant to instructions from the Boar& Yyour. Qomitt»ea pr“epared the fol-
lowing letter and addressed same to all persona present at the conference on
December 3rd, viz: T

Gov. Crissinger; Mr. Platt; Mr. Hamlin; Mr, Miller; Mr. James; Mr. Cun-
ningham; Mr. Eddy, Secretary; Mr. Winston, Assistant Secrstary of the Treasury;
Mr. Stewart, Director, Ressarch & Statistics Divisiony Gov. Strong; Gov., Harding;
Gov. Fancher; Gov. Norris} Gov. McDougal; and Mr. Mattison, Secretary o’ Committee,

"December 6, 1923.
Dear Sir:

The Federal Reserve Board at its meeting today appointed Measrs.
Miller and Hamlin and myself as a committee to investigate the origin
of the Washington dispatch aprearing in the New York Journal of Commerce,
under date of December 4, 1323, copy of which is herewith attached. In-
undertaking the investigation assigned to it, the committee is making
the following identical request of each member of the Board and each
member of the Open Market Investment Committee for the Federal Reserve
System attending the conference with the Board on Mondyy, Dacember 3,

Please advise the committes whether you discussed or made any
statement in connection with the proceedings of the conference to any
person other than a member of the Board, a member of the Open Market _
Investment Committee or an employee of the Board. %

Very truly yours, s : o

HE RN

nTp 10 109
(signed) George R. James, - nrn 19 1023
Chairman."

Responses to this letter have been received from all of those present
and all of the letters received, with one exception, categorically deny any
convarsation or reference to the matter referred to.

) het 7955 fiev, Platd

The one letter; to which exception is made, was from a member of the
Board, who had conversation with Mr. Sargent, the repraaenta’cive of the Journal .
of Commerce 1n Washington.

The letters are all attached hersto and form a part of the Committee's

\

The Comnmittee feels that the one letter referred to\Qscloses a proba~
ble origin of the dispatch which was referred t%ﬁonmittee fqr 1nves’ciga.t10n

and, therefore, asks to be discharged.
igitized for FRASER
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FEDERAL RESERVE BOARD

WASHINGTON

December 10, 1923.

WVS : OEW
Nr. George R. James,
Pederal Reserve Board,
Washington, D. C.
Dear Sir:
I have your cember 6th

concerning the origin of the Washington dis-
patch appearing in the New York Journal of
Commerce and discussing the prospective open
market operations.

I have not discussed or made any
statement in connection with the proceedings
of the conference to any person who was not
either present at the conference or an em-

ployee of the Board.

Yours very truly,

Walter W. Stewart,
Director, Division of
Research & Statistlcs
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FEDERAL RESERVE BOARD
WASHINGTON

December 8th, 1923. .

Hon. George R. James, liember,
federal Reserve Baord,
washington, D. C.

Dear Sir:-

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

I have your Q4 D6
you advise of the committee appointment made by the
Federal Reserve Board and the object which made this
appointment necessary.

I also note your request as follows: "Please advise the
Committee whether you discussed or made any statements

of the proceedings of the conference to any person other
than a lMember of the Board or a member of the Open larket
Investment Cormittee or an employee of the Board." In
reply thereto I desire to inform you and your Committee
that to the very best of my recollection I never mentioned
or discussed the matters that were under consideration at
the time of the conference with the Open liarket Committee
with any person outside of those who were in the session
of the conference and only with them at the time of the
conference. I have no recollection of ever having
mentioned the subject outside of the meeting in which it
was discussed.

Yours very truly,

R

:"id
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FEDERAL RESERVE BANK
OF BOSTON

December 8, 1923,

My dear Sir:

In reply to %our letter of December 65 I
wish to say tha ‘qLEBUSs nor

meke any statement in connection with the
proceedings of the conference of the

Open Market Investment Committee with the
Federal Reserve Board, which was held in
Washington on Mondey, December 3, 1923,
with any person other than a member of the
Board, a member of the Open Market Investe
ment Committee, or the Secretary of the
Board.

Very truly yours,

W{P.G, Harding,
Governor.

Hon, CGeorge R, James,

Chairmen of Special Committee,
Federal Reserve Board,
Washington, D. C.
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FEDERAL RESERVE BANK OF CHICAGO

OFFICE OF THE
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230 SOUTH LASALLE STREET

GOVERNOR

Decerber 8, 1923,

CONFIDENTIAL

Federal Reserve Board,
Washington, D. C.

Gentlemen: _Attention Mr., George R. James

{ I am today in receipt of your letter
6th\instant, advising of the appointment of a"domHit¥ee
1ﬁF§hvestigate the origin of an article published in
the New York Journzl of Commerce under date of
December 4, 1923, and in response to the inquiry con-
tained therein, I am pleased to advise you as follows:

N7

Prior to the date referred to I did not
discuss nor did I make any statement in connection with
the proceedings of the conference to any person other
than a member of the Board, a member of the Open Market
Investment Committece or an employee of the Board. I
fully realize the extremely confidential nature of the
entire matter and consequently when upon my arrival in
Boston on the morning of the 5th instant, my attention
was called to the article, I instantly recognized that
a serious and extremely unfortunate mistake had been
made.

Very truly yours,

<

>
\,5 ‘\,‘J

=T ST By
P Gowe;;g;tt;l"7i~a

..
-

'

4
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FEDERAL RESERVE BANK S dic C
: OF DALLAS

Dgosember 8, 1923

Federal Reserve Board,
Washington, D. C.

Attention Mr. Eddy
Gentlemens

The Board's letter of Desember 3, 1923,

g i it A ‘w-";

quo ting resoluntion adopted on that day by the

Federzl Reserve Board expressing the apprpﬁr‘afi" of
that body for the purchase by Federal Reserve
Banks of a suitable volume of Government se-
surities of short time maturities, was received
yesterday morning and read to our Directors

at their regular monthly meeting held during

the day.

Very truly yours,

MW//

BAM EMe

e,
Y
R
o

Y
el
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THE UNDERSECRETARY OF THE TREASURY 3 3 S
WASHINGTON

December 7, 1923.

Dear Mr. Jamess

I have your_letter of ember 6th,} with reference to the

Committee om Open Market Operations. I have discussed the meet-
ing of Monday with no one except Secretary Mellon and those who
attended the meeting. I did not talk with Mr. Mellon about this
until Tuesday morning, which was after the publication of the
report in the New York paper.

Very truly yours,

- Gatrard B. Winston,
er Segretary of the Treasury.

Honorable George K. James,
Chairman, Federal heserve Board.
Investigating Committee,

Treasury Department,

igitized for FRASER
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a No. 131,
N e ‘,’w " FEDERAL RESERVE
. A BOARD
C “fice Correspo.. ¢.ce DatcDee. 7, 1525, -
To Federal Reserve Board. Subject: .. ... 3 3 S “‘_Z«'_‘J
From Vﬁ,ﬁ_nklames. e S e
With reference to the 1xiveatigation conducted by the spe-
cial committee, of which I am Chairman, I beg to say that I have
not at any time discussed or made any statement in connection with
the proceedings of the conferences to any person other than a mem-
ber of the Board, a member of the Opsn Market Investment Committee
or an employee of the Board.
Migo-37
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FEDERAL RESERVE BOARD
WASHINGTON

OFFICE OF GOVERNOR
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December 7, 1923.

Dear Sir:

This will acknowledge and answer your letter of
Legenbar 6.} T

You are advised that I had no counversation with

any newspaper man or men, or with anybody else concerning
the Open Market operations which were under consideration
at the joint-conference of Governors and the Doard. The
article that appeared in the New York Journal of Commerce
under date of _December <, 1923, wazs not inspired by me,
or ziven out by me, or thoughf of by me, and was at no
time authorized by me and I pad no knowledge of it.

You are further advised that I talked to no person

in Yew York, to no newspzper man or men, to no other person

or persons directly or indirectly, nor did I authorize
any other person to so talk for me or represent me, nor
did I zive expression to any of the thoughts appearing
in the article of December 4 to any person or persons,
at any place or places, or at amy time.

Hon, Geo. R. James,
Federal Reserve Zoard,
VWashington, D. C.

Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BOARD
WASHINGTON

N
N
£y
{
S
g

CE GOVERNOR

December 7, 1923.

Dear Sir:

Cooplying with the request in the last paragraph of your

» of Degegher 6th; with relation &0 the publication of the

on open market operations in the New York Journal of
Commerce of December 4th, I may say that on Monday afterncon after
my return from the Capitol, where I had gone to attend the opening
of Congress, Mr. Sargent, who represents the Journal of Commarce,
came into my office, ostensihly for the purpose of asking me to
write an article on branch banking for the New Year's edition of
the paper. We discussed the matter somewhat and then, as nearly
as I can recall, he 8aid in a rether casual way "By the way, what
is this Open Market Committee doing here today"? I replied that
the Committee met from time to time to discuss details and report,
and then he remarked that the open market holdings of Government
securities were at a very low point, to which I replied in the
affirmative, stating that he could see that from the last weekly
statement of the Pederal Feserve Banks. Nothing was said about any
action by the Federal Reserve Board or of any desire or intention
on the part of Federal Resarve Banks to purchase securities. He
showed disposition to ask some further questions, when I told him
that 1f he wanted anv further information he would have to o to
the Governcr.

Yours very truly,

Hon. Geore® R. James, Chairman,
Special Committee,
Federal Heserve FPoard.

Federal Reserve Bank of St. Louis
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The Federal Resarve logrd at its meeting todsy

appointed hessrs. Miller and Dphlin, and myself as s
comaittes to investigute the ofigln of the lashington

|

| despatch apnearing in the Yew York Journsl of Commerce,
under dote of Lecgiber 4, 1923\ copy of which is herewith
atiecheds In undertekirg the investigetlon casigned to
it, the cormitiee is making the following identicsl re-
guest of stch member of tho Soard and emch menber of the
Open Lurket Investnent Comnittee for the Federnl Roserve
System stiending the conference with the Board on Yonday,
Decenmber 3.

K ilesse advise the comrmittee whether you dis-

| cussed or mede any stotenent in conneetion with the pro-

; secdings of the conflerence to ary person cther than s men-

ber of the Board, s mombar of the Uren ¥arket Invesiment

Committes or an employse of the Bosrd,.

Very truly yours,

George R. James,
Chairmen

Hon. Q4 BeWinston,
Agsistant Socretary of the Treasury,
wassdington, De Ce
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, espon\ 2 e Date  -ecember 7, 1923.
To_______Mr. James S Subject:_.. . . 3_?_ ‘»-"i"/g’ ,,,/ .
From___ __Mr. Miller . |

Replying to your EEQ“;EZ of the 6th insts I am writing
to say, with respect to the origin of the Washington despatch

appearing in the New York Journal of Commerce under date ‘of
December 4, 1923, with reference to the proceedings of the
Conference of the Board with the Open Market Investment Com-
mittee, that Ifdid not speak of the matters before the con-
ference to anypne who was not present at the conference. To
be more specific, I talked with no member of the press nor did
any member of/ the press undertske to get any information either
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* FEDERAL RESERVE BOARD
WASHINGTON
ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL. RESERVE BOARD Dec em.ber 7 . 19 23
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Desr Mr. James:

Replying to your letter of Lecember Gth‘ire—

garding the Washington despeatch appearing in the New \ X
,

York Journal of Commerce, under date of December 4, 1923
with respect to the conference of the Keserve Bank Open
Market Comnittee with the Federal Reserve Board on Decem=-
ber 3rd, I would state that I have not discussed the
subject of the conference with any Member of the Federal
Reserve Board, any member of the Npen larket Investment
Comnittee, any employee of the Board, any person comnect=-
ed in any way with the Federal Reserve System or the
Treasury Department, nor with any other individual,

I vould state further that as a precaution
against any possible disclosure of the purpose of the con-
ference, I had prepared in my own office all written ad-
vices which the Secretary of the Board was instructed to
prepare in connection with the conference, and all copies
of such advices were immediately placed undef gezled cover
and retained in this office rather than se .o the Board's
general files,

Very truly yours

4’\\\
Welter L. zddy,
Secretary.

Hon. George R. James,
Federal Reserve Board,
WﬁShington, D. Cv

Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BOARD

o WASHINGTON
&

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

Dec., 7, 1923.

Dear Mr, James:

\and in

I have your letter of December 6

answer thereto would say that I never, at any
time, have discussed or made any statement in
comection with the bproceedings of the conferences
to any person other than a member of the Board,

a member of the Open Market Investment Comtttee
or an employee of the Board,

Very truly yours,

g BTttt |

Hon., George R. James,
Chairman, Federal Reserve Board,
Washington, D. C.
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Washington, D. C.,
December 7, 1923.

Dear Sir:

Replying to your letter of December 6th, K\

[ SS———— e

I had no discussion with, and made no statement to
any person, other than those mentioned in your
letﬁer, regarding the proceedings of thé conference,
with the sole exception of Mr.'Winston,‘ﬁnder Secre~-
tary of the Treasury.

Very truly yours,

Hon. Geo. Re. James,
Federal Reserve Board,
Washington, D. C.

()
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FEDERAL RESERVE BANK

oF NEw YORK

December 7, 1925.

Dear Sir:

I beg to acknowledge receipt of your letter of December

Q,/1925,)enclosing a copy of the Washington despstch which appeared )(.w ;6765

in the New York Journal of Cemmerce under date of December 4, 1925,& |

in reference to the proceedings of the conference between the Open
Market Investment Committee and the Federal Reserve Board on Monday, |
December %, 1923.

I have never discussed these proceedings with, nor made
any statement regarding them to, any person other than a member of
the Federsl Reserve Board,or a member of the Open Market Investment

Committee, or an employe of the Board.

Ve ruly yours,

W. B. MATTESON,

Secretary, Open Market Investment
Committee for the Federal Reserve
System.

Honorable George R. James,
Federal Reserve Board,
Washington, D. C.
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FEDERAL RESERVE BANK OF PHILADELPHIA

-
925 CHESTNUT STREET L5
o
GEORGE W.NORRIS.GOVERNOR RICHARD L. AUSTIN -
WILLIAM H.HUTT.DEPUTY GOVERNOR CHAIRMAN OF THE BOARD AND

WILLIAM A.DYER,CASHIER
HENRY B.THOMPSON

FEDERAL RESERVE AGENT

DEPUTY CHAIRMAN OF THE BOARD

ASSISTANT CASHIERS
C.A.MC ILHENNY W.J. DAVIS
JAMES M. TOY R.M.MILLER,JR.

FRANK W.LA BOLD 5. R.EARL ARTHUR E.POST

WALTER T.GROSSCUP

December 7, 1923

My dear Mr, Jamest

noclosing copy of the article which appeared in the New York
ournal of Commerce on the 4th instant. I noticed this article

on that day, and it is so prejudicié;/to the success of the oper-

i I am this morning in receipt of your.lei] f Decsmber

ation we plan that I was much disturled by the publication, and
am glad to know the Board is investigating its origin.
' - s9d Y

After the adjournment of our seesion in Washington on
the 3d instant Governor Fancher and I lunched together at the
Washington Hotel. I do not think that we discussed at all the
subjects considered at the conference. If we did it was in a
low tone of voice, and I recall that there were very few persons
in the room at the time, and no one at the tables immediately
ad joining us. Even if we did discuss these matters,thereforse,
it is impossible that anyone could have overheard us. When we
finished lunch I went directly to the Union Station and took
the two o'clock train to Fhiladelphia. I talked to no one
on the train, and after my arrival in Fhiladelphia had some
gentlemen from out of town dine with me, and after dinner I
attended a public meeting. From the time that I left Governor
Fancher I am absolutely certain that I never referrsd in con-
versation with anyone to the conference or even to the fact that
I had been in Washington that day. I am therefore certain that
the "leak™ cannot possibly be chargeable to me.

I am,

Very truly yours,

fo B

Governor

Mr. George R. James, Chairman,
C/o Federal Reserve Board,
Washington, D. C.
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FEDERALRESERVE BANKOF CLEVELAND 5 5 = .- é.,/

OFFICE OF THE GOVERNOR

Lecember 7, 1923.

CONFIDENTIAL

Dear Mr. Jsmes:

Your letter of December §_é2 received, enclosing copy
of article appesring in the New York Journzl of Commerce
of December 4, 1923, of which I hed previously learned with
much astonishment. 2 X ;j?’,}‘f

Answering your cuestion specificelly - I did not discuse
the proceedings of the conference with zny persons, except
members of the Federal Heserve Board and of the Committee;
neither did I discuse or mcke sny ststements in connection
with seme.

I recall quite distinctly ip our discussions on Monday
afternoon, the third, that I mede mention of the fact thst
it was very importsnt that the Board's communication to the
Governors of the twelve Federsl reserve banks conveying copy
of the resolutions passed et the meeting on that date, be a
confidentiel one, and aleo that the letter of the Chairmen of
the Committee tc the benke be & conficdentiszl communicetion.

I think thet I have full &ppreciation of how carefully
the committee should gusrd the procedure it follows in con-
nection with ite Open Market Cperatione, and I aleo think it
most unfortunste thet the erticlessppesring in the Journal of
Commerce on December 4 end & should have geined publicity.

Very ity yours,
” - &z%k’c44;97\\\\ggyernor.

Mr. Geo. H. Jemee, Chairmsn,
Federal Recserve Board,
¥eshington, D. C.

F.B
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FEDERAL RESERVE BANK OF CHICAGO o

- 230 SOUTH LA SALLE STREET

FFICE OF THE GOVERNOR

December 7, 1923.

CONFIDENTIAL

Mr, Walter L. Eddy, Secretary,
Federal Reserve Board,
Washington, D. C.

Dear Mr. Eddy:

I am in receipt of your confidentigl leticr

of thg 3rd instant, setting forth the resclution
ad0pted by the Federal Reserve Board in pursuance of
the recommendation of the Open Market Investment
Committee with respect to the purchase of a limited
volume of short-term Government securities at this
time, and further advising that full details of the
procedure to be followed will be received from the
Chairman of the Open Market Investment Committee.

The Board's resolution was referred to our
Executive Committee today and & decision reached
that this bank will participate in the plan as adopted.

- Very truly yours,

deé;Z;g?h_z/,g, -

1.
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' FEDERAL RESERVE BOARD i

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
* THE FEDERAL RESERVE BOARD

Digitized for FRASER
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December 6, 1923,

Deer Sir:

The Federal Reserve Board at its mecting today
appointed Xessrs. Miller and Hemlin, and myself as a
conmittee to investigate the origin of the “iashington des~
patch appearing in the New York Journsl of Comuerce, under
date of Decenber 4, 1923, copy of which is herewith attached,
In undertaking the investigation assigned to it, the com-
mittee is making the following identical request of each
member of the Board and each member of the Open iarket In-
vestment Committee for the Federal Reserve Systern attending
the conference with the Board on ionday, December 3.

Please advise the committee whether you discussed
or made any statement in connection with the proceedings of
the conference to any person other than a member of the Board,
a member of the Open larket Investment Committee or an em~
ployee of the Board,

Very truly yours,

George “H. Janes,
Chairmen

Hon. De Re Crissinger, Governor,
Federal Reserve Board,
Washington, D. C.

Federal Reserve Bank of St. Louis
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ARTICLE APPEARING IN THE NEW YORK JOURJAL OF COMMERCE
Tussday, December 4, 1923.

RESERVE BANKS TO
BUY U. S. SECURITIES

——— - e k- ™ e

HOLDINGS ARE FOUND TO BE
AIMOST AT MINIMUM.

Open Market Committee Confers
With Board - May Obviate the
Nocessity for a Change in the
Rediscount Rates.

-t " e e e T e et v o 8

WASBINGTON, Dec. 3 - Renewed purchssing of Government sscurities in the
open morket by the Federal Reserve Banks on a considersble scale was expected
tonight to result from the meeting of the Federsl Reserve Board with its spacisl
comrittes on open market operstions. The Ksserve system's holding of Govern-
ment securities were found to be almost at s minimum.

The open market committes, which includes in its mem e¢rship 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 bosrd and
was understood to have gone over the Government security holdings of the vari-
ous Rzserve banks in the light of the vprobasbls extent of future purchases under
the system's uniform open markct policy.

MAY OBVIATE RATE CHANGE

Open market operations of the Reserve system are paerticularly important
in that their effect holds the possibility of producing results which obviate
a2 necessity for a change in rediscount rates.

According to the board's latest reports, as of Novembaer 30, the entire
holdings of Govarnmant securities of the twelve reserve banks is cnly about
$84,000,000, which is very nesr the low point for these assets, as compared
with about $300,000,000 on approximately the seme date last yeer. lore-
over, probsbly as much as $£50,000,000 of the gresent holiings of Government
securities rcpresent bonds which the banks woule be virtually unsble 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 narketable
Government securities and it is expected that the banks will shortly razsume
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purchassing to replenish their stocks.  Purchases probably will be devoted
in the main to Treasury certificates of indebtedness.

HOLDINGS OF ACCEPTANCES.

Holdings of bankers' acceptancas by the Reserve banks sggregete the re-
spectable figure of $289,000,000, as compared with $259,000,000 o year ago,
but sales of these bills on any sppreciable scale would probably involve a
change in ths rate, so that if the Reserve banks are to contimue the free use
of the uniform market policy it will be necessary to stock up on open Govern-
ment securities.

Despite the fsilure of the Federsl Reserve Council at 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 rstes is in ovder. How-
¢ver, a resumption of purchasing in the open market by the reserve banks
would result in more money being put on the market, or in other woxds, the
extension of credit facilities by the reserve banks in the nature of an
equivalent to a reduction in rates.
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Deoember 6, 192%.

Dear 3ir:

The Fedoral Eeaorve Board at its meeting today
appointed Wessrs. Miller and Hamlin, and myself as a
oomnittee to investigate the origin of the washington
desgpatoh nppearing in the Hew York Journal of Commeroce,

y under date of Lecanber 4, 1928, oopy of whioh is herewith
‘ sttached, In undertaking the investigation nssigned to
‘ it, the gommittes is moking the following identioal re-
quest of each member of the Board mnd each momber of the
Open liarket Investment Comaittee for the Federal Reserve
System atiending the oonference with the Bosrd on Monday,
Decamber 3,

Plense udvise the comnittee whether you disoussed
or made any statement in connestion with the prooesdings
of the oconference to any porson other than o member of the
Board, & member of the Open Market Investment Commitise or
an employee of the Doard.

Very truly yours,

George R. James,
Ohairman

Hon, Edmund Platt,
Fodoral Reserve Board,
wmahington, De Cs

A i /'&//
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Deoenber 8, 1923

Dear Siri

The Federal Rescrve Doard at iis mecting todsy
appointed Messrs, killer und lamlin, and nyself ss a
ocommittee to invostigate the origin of the Waahington
despetoh aprearing in the New York Journal of Commerce,
under dete of December 4, 192%, copy of which is herswith
attacheds In undertaking the investigation usssigned to
it, the committee is moking the following identionl re-
quest of ocanh member of the loarc and oach member of the
Open arkot Investment Comuittee flor the Fedoral Reserve
System sttending the conference with the Board on Yonday,
Decenber 2.

Plessge adviseo tho comnlttee vwhether you dis-
oussed or mede sny statememt in conneotion with the pro-
coedings of the conference to any person other than = mom-
ber of the Zoard, & member of the Upen Muriet Investment
Committes or an employee of the Board,

Very truly yours,

Goorge R. James,
Chairman

Hon. A. C, ¥iller,
Pederal Reserve Board,
Vashington, D. C.

2/
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL.CORRESPONDENCE TO

‘THE FEDERAL RESERVE BOARD . )
December 6, 1923.

Dear Sir:

The Federsl Reserve Board at its meeting today
aprointed Messrs., iiller and Hamlin, and myself as a
committee to investigate the origin of the Vashington
despateh appeering in the New York Journsl of Commerce,
under date of December 4, 1923, copy of which is herewith
attached. In undertaking the investigation assigned to
it, the committee is making the following identical re~
quest of each member of the Board and each member of the
Open Market Investment Committee for the Federal Reserve
System sttending the conference with the Board on londay,
December 3. :

Please advise the committee whether you discussed
or made any statement in connection with the proceedings
of the conference to any person other than a member of the
Board, a member of the Open Market Investment Committee or
an employee of the Board.

Yery truly yours,

' George X, James,
Chairman

Hon. Charles §. Hamlin,
Federal Reserve Board,
Washington, D. C.

Digitized for FRASER
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Decenber 8, 1528

Dear 3irt

The Federal Reaerve Board at its neeting today
eppointed ifessrs. iiller and Hamlin, and wyself sa a
oommittee to investigate the corigin of the sshington
despatoh eppasring in the lew York Journul of Commerce,
under date of Teoceuber 4, 1023, copy of which is herewith
attacheds In undertaking the investigation assigned to
it, the com ittec 1z raking the following identical re-
guest of eaoh member of the Board and each member of the
Open larket Invegtrent Committee for the Federsl Peserve
System attending the conference with the Hoard on Honday,
December X,

Plenge advise the comnltteo whether you dis-
oussed or mede any stotement in conneotion with the pro-
coedings of the conference to any person other then a wem
her of the Boerd, » member of ths Open Harket Investuent
Comritbee or sn employec of the Borrd, '

Very truly yours,

George R, Jemes,
Chairman

¥r. velter L. Zddy, Seoretary,
Federal Reserve Boerd,
“ash ﬁ.ngton, U, Cu

Al e / ?//;Z;[;«3
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| FEDERAL RESERVE BO/@&D A
! . WASHINGTON /_// ‘gfﬁ {
/ ' ! i}/] )
ADDRESS OFFICIAL CORRESPONDENCE TO / Oy
THE FEDERAL RESERVE BOARD i Lﬁ/ A ‘) |
Decemper 6, 1923 \/ Qy
&\

w
W \&\

Dear Sir:

The Federal Regerfe Board et its meeting today
appointed Messrs. Millet gnd Hamlin, and myself as a
committee to investigatq fhe origin of the Washington
despatoh appearing in the New York Journal of Commerce,
under date of December 4, 1923, copy of which is herewith
attached. In undertaking the investigation assigned to
it, the committee is making the following identical re-
quest of each member of the Board and each member of the
Open Harket Investment Committee for the Federal Reserve
System attending the conference with the Board on Monday,
December 3.

Please advise the committee whether you dis-
cussed or made any statement in connection with the pro-
ceedings of the conference to any person other than a mem-
ber of the Board, a member of the Open Market Investment
Committee or an employee of the Board.

o Z 2\""%\

George R. James,
Chairman

Hon. E. H. Cunninghan,
Federal Reserve Board,
Weshington, D. C.

(‘féfr "»’:l:lj,f:..,m / 2/X //2 3
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL. RESERVE BOARD

December &6, 1923,

Dear Sir:

The Federal Reserve Board at its meeting
today appoint ed iessrs. Miller and Hamlin, and myself as
& committee to investigate the origin of the Tashington
despatch appearing in the Hew York Journal of Commerce,
under date of Decenmber 4, 1923, copy of which is herecwith
attached. In undertaking the investigation assigned to
it, the committee is making the following identical re-
quest of each merber ol the Board and each member of the
Open Market Investment Committee for the Federal Lcserve
System attending the conference with the Board on llonday,
December 3.

Flease advise the committee whether you dis-
cussed or rede any statement in connection with the pro-
ceedinzs of the conferance to any person other than a
member of the Board, 2 member of the Open larket Investment
Committee or an employee Of the Board.

Very truly yours,

eorge R. James,
Cha irmane.

Dre. 7. e 5t ewart,
Director, Division of Research and Statistics,
Federal Reserve Board,
Washington, D. Ce

/& ot ol -0 F3
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Deoapher &, 1923,

Lear 3irs /é,té X-39J7

The Federal Ressrve Board st ita ting
today appointed Vessrs. Niller amd Yemlin, myself
as s oommitte® to investigate the origin of
Vashingten despateh sppearing in the Yew Y Jourmal
of Comuerce, under dags of Deospher 4. 1943, oopy of
which is herewith sttashed. In mndertakinz the investi-
gation assigned to it, the scwrittes is maXking the
following identiocal requsst of gsash rerdsr of the “oard
and essh mexbar of the Open Yariwt Investment Coemittee
for the Federal Reserve System sttending the confersnos
with the Soard on londay, Deoewber 3.

Flosse advise the oormitiee vhethey you dis~
ocusssd or mmde zny etatement in emmeciion with the pre-
cesdings of the scvuferenss ¢ any persen other then e
merber of ths Board, a marher of the Opan Narket Invest-
1mnt Committee oy an employee of the Beayd,

Yory truly yours,

GCeorge R. Jeres,
Cheirean.

Ere We Fs O« Herding, Governor,
Padsrel Reserve Bank,
Benton, "mss.

ALE Grtd ! 7/ ¥ / 23
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Decombexr 6, 1923.

hesy 31vy

The Feders]l Reserve Borrd at its meeting
todsy sppointed Yessrs, }illor sad BEamlin, and myself
23 & commitice to inwvestigeate the origin of the
Yashington despateh sppearing in the Few York Journal
of Commoren, under date of Deowrber 4, 1923, oopy of
thieh i3 erewith attached, In wndertsking the investie
gation assigned to it, the eommittes is making the
following identical requeat of esoh morhey of the Joard
and each mewber of the Open l'arket Investmant Conmittes
for the Pederal Reserve System attending the ee*rm
with the Board on Mondmy, Dessrvber 3, .

Please advise the ocormitieo whetdhey you dise
cussed or made sany statement in sormsotion with the proe
sendings of the conference 1¢ any person other than a
rerder of the Joayd, a merbder of the Open Yarimt Investe
ment Comrittee or am employee of the 3oard,

Very truly yours,

Geerge RB. Jumes,
Cha irzan.

Er. Banf. Streng, Governor,
Federal Reserve 3ank,
Tew York, Ne Yo

ARE st / y” / 33
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December 6, 1925.

Dear 3irs

The Federsl Heserve Joard at its mesting today
sppointed Eessrse Filler snd Hamlin, mad cywelf an o
coneritiee to investigate the origin ¢f the Tashington
despateh sppearine in the New York Journal of Comzeyes,
under date of December 4, 1923, cory of which is herewith
attached. n undertaking the investigation sesigned to
it, the cormittes is making the following identieal re-
quest of sanh mmiey of the Soard and each member of the
Open Eayxat Imvestment Cormittes for the Federal Reserve
Systex sttending the conference with the Board om Monday,
Decexher 3. .

Please advise the cormittes vhether you @lsoussed
or made any statement in connsetion with the prooailings of
the sonference to sny person other than & memder oF the
Board, s member of the Open Maricst Inveatmant Committee or
an gmployse of the Soavd.

Yory tmly yours,

Georps B. James,
Chaiyman,

Er. N, B, Eatteson, Seerstary,
Open YVarkst Investment Committee,
s/e Poderal Reserve Bank,
Yeow York, ¥« Yo

jcc s N7/ >3
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Deoerber 6, 1923.

Yeny Hir:

‘he Federal leserrs Board at its weeting today
sppointed Yessrs. Filler snd Famlin, snd uyself as &
cscumittes te investigate the origin ef the Veshington
despateh appearing in the YWew York Journsl of Sommercse,
under date of Desemher 4, 1923, sopy of which is harewith
sitachad, In uwndertsking the investigation assigned to
1%, the eommittes is waking the following identical reguest
of each membay of the Boerd and sash memder 0f the Open
¥aret Investment Commities for the Fedars]l Reserve Syster
attending the oconference with the Board on M ¢« Degerber
Se

Ylenso advige the cormmitiee vhother youn disomssed
or made any etatewant in conneotion with the proosediigs of
tha gonference to sny person other than & mewber of the
Board, & mewbey of the Open lurwmt Irvestment Cemmittes or
an smpleoyoas of the Bomrd,

Yory traly yours,

Gearge F. Jowes,
Cha fyman,

¥y, Oeos W. Norris, Govemnor,
Federal Reserve Sank,
™iladelphia, Femma.
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Decembor 6, 1923.

Yesr B1r:

The Federal Reserve Boaxd at its mesting
today appointed lessrs. Viller snd Hamlln, snd myself ae
2 comittee to investigste the origir of the Fashington
despatch appearing in the Tew York Jomrnsl of Commaroe,
undayr 4ate of Deoember 4, 1923, oopy of which is herawith
sttaghed. M undertaxing the investigution sssigned to
it, the eoemittee is making the following idemtlcal ree
gquest of esal mermber of the Soard and esch membey of the
Open Yarket Investment Cormities for the Federal Reserve
Syster attanding the conferenae with the Board em Xonday,
Teoembor 3.

Plaase aldvise the eommittes whather you dise
eusaed or made any statement in conneotion with the pro-
oeedings of the cunference to smy persou other than a
merber of the Board, = member of the Open Yarket Investment
Commitiee or an enmployes of the Beard.

Yery truly yours,

George Re Jomes,
Thalrman.

3-{" E" B-l Mﬁ!‘. wr’
Federal Reserve Jaxk,
Cleveland, Chio.
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Desember 6, 1923.

Reserve at its meating today
appointed Kessrs. l'ijler and in, ad myself as & com-
mittes to investigatp the ori of the Washington dempatoh
Tew York Jouramal of Coemerce, undey date
of Taoendar 4, 1923, eopy of which is herewith attashed,
In undertaking the investigatlion assigned to it, the sore
wittee is making ths fellowing identisal regoest of eash
rexday of the Board and each mewbder of the Open Narkast
Inrestment Committee for the Federal Reserve System sttend-
ing the oonfersnce with the Board on Xonday, Decerbey 3.
FPlease sdvise the sommittse whether you {§
cusged oy made any statement in sammnection with the pro.
eesodings of the conference tc sny parson ether than a
menbey of the Soard, & membder of the Open Farket Investrment
Cormittee oy an expleyss of the Board.

Vexry truly yours,

Chicago, Illinois.

e ane "/P / 23
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The Federal Reserve Board at its meeting today appointed
Messrs. Miller, and Hamlin, and myself as a committee to investi-
gate the origin of the Washington despatch appearing in the JZ&L,/
New York Journal of Commerce, under date of December 4, 1923,
copy of which is herewith attached. In undertaking the ~))/
investigation assigned to it, the committee is making the
following identical request of each member of the Board and
each member of the Open Market Investment Committee for the
Federal Reserve System attending the conference with the
Board on Honday, December 3.
Please advise the committee whether you discussed or
made any statement in connection with the proceedings of the
conference to any person other than a member of the Board,
a member of the Open’Market Investment Committee or an
employee of the Board.

Dear Sir:

Very truly yours,

George R. James,
Chairmen

Federal Reserve Bank of St. Louis
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¥Form No. 131. ERAL RESERVE

Office Correspon.ue ce =¥ Duic . 9RO 8 198,

The Boerd’s Carmittes tn Dicoount md Open )47/,
Earket Poliay will hold & meeting in She Pederal ern
Roserve ooyt Rooe at 10 o'elock tomorrow morning,
ot whish time 1%t will consider the details of the
Board's now plwm for stating the yeasyve positions

? of the Podewnl Reserve hanks, 88 woll as Myr. 0ilbert's

S letter of August 6%h with regerd to pold payments -
Fodlaral Hessrva banks, sud his letter of Aurust Spdl . 2
suggesting o oemrsin differential betwaen the rodis~
osount rete for commareial pepor ard the open market
rate for bhaniars® aoweptanoss. My Cillbert smd
¥r. Winston have hoth heen invited to attend thie
noNting.
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December 6, 1923

The Governor appointed Messrs. James, Hamlin and Miller as a
special committee to investigate the origin of the Washington despatch
appearing in the December 4th issue of the New York Jourmal of Commerce,
concerning the meeting held by the Board on December 3rd with the
Open Market Investment Committee for the Federal Reserve System.

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

DECLASSIFIED

Authorityé{) [2.958

FEDERAL RESERVE BANK 373 3;{- [

OF RICHMOND

December 5, 1923.

Yederel Ressrve Board,
Weshington, D.C.

Attention Mr, W. L. Eddy, Secretary.
“Gentlemen: :

eceipt is acknowledged of the Board's letter of
-December 3{giving us confidential informaetlon for the use 0%
our officers and directors with reference to purchase of
short-time Government securities by the Open Market Investment
Cormittee. We note that details of procedure to be followed
will be given us by the Conmittee.

Very truly yours,  —

GJS~-CCP
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December 5, 1923

Mr, Miller then called attention to an article appearing in the
December 4th issue of the Journal of Commerce, said article being a
Waghington despatch containing a circumstancial report of the proceed-
ings of the Board's conference of December 3rd with the Open Market
Investment Committee of the Federal Reserve System; no statement in
connection with the meeting having been euthorized by the Board.

At this point Governor Strong was invited into the room and dis-
cussed with the members of the Board the probable source of the infor-
mation contained in the article, and the importance of strictly regu-
lating the publication of Federal reserve information.
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ARTICLE APPEARING IN THE NEW YORK JOURWAL OF COMMERCE
Tuesday, De cembﬁgm}y‘,ﬂ 1923.

RESERVE BANKS TO
BUY U. S. SETURITIES

HOLDINGS ARE FOUND TO BE
AIMOST AT MINIMUM.
_____________ Barded
Open Markst Committee Confers
With Board - May Obviate the
Necessity for a Change in the
Rediscount Rates.

WASHINGTON, Dec. 3 - Renewed purchasing of Govermment sscurities in the
oren market by the Faderal Reserve Banks on a considersble scale was expected
tonight to result from the meeting of the Federsl Reserve Board with its specisl
committee on open market operations. The Reserve system's holding of Govern-
ment securitiss 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 markct policy.

MAY OBVIATE RATE CHANGE

Open morket operations of the Reserve system are particulaxly important
in that their effect holds the possibility of producing results which obviate
a nacessity for a change in rediscount rates.

According to the board!s latest reports, as of Novexbor 30, the entire
holdings of Government securities of the twelve reserve bsnks is only about
$84,000,000, which is very near the low point for these assets, 2s compared
with about $300,000,000 on spproximately the ssme date last ysar.  lMore-
over, probably as much as $50,000,000 of the sresent holuings of Government
securities represent bonis which the benks wouls be virtuslly unsble to sell
except at a loss, as bonds tsken to secure circulation are included in the
total holdings.

Hence the shelves of the Reserve banks are getting bare of narketable
Government securities and it is expected that the banks will shortly vesume

. * y iy Ay
J/QQE‘{ “déiQﬂ&g( 3l 4.9,
[ )/ I * i
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purchssing to replenish their stocks.  Purchases probably will be devoted
in the main to Treasury certificstes of indebtedness.

HOLDINGS OF ACCIPTANCES.

Holdings of bankers! acceptancas by the Reserve banks aggregate the re-
spectable figure of $289,000,000, as compared with $259,000,000 a year ago,
but sales of these bills on any sppreciable scale would probasbly inveolve e
change in the rate, so that if the Reserve banks are to continue the fres use
of the uniform market policy it will be necessary to stock up on open Govern-
ment securities. ‘

Despite the failure of the Federsl Reserve Council at its recent con-
ference with the Reserve Board to discuss the rediscount rate levels, there
is g feeling in some quarters that a reduction of rates is in order. How-
gver, a resumption of purchasing in the open market by the reserve banks
would result in more money being put on the markst, or in other words, the
extension of credit facilitiess by the reserve banks in the nature of an
equivalent to a reduction in rates.
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December 3, 1923

Denyr Governor 3trongi

You are advieed that the Federsl Reserve Hoard st its meot-
ing today considored the report of your Committee and adopted
the following reasolutions:

“WHVREAS, The Open Market Investaent Commities of
the Fedoral Reserve System (Covernors Strong, Harding,
%eDougal, Manoher snd Korris) has reported to the Board
that it i{s expedient at the present time that the
Federel resorve banks be given pormission to ansgume a
positin toward the monoy merket by the purchase of a
suitable volune of Uovernuent ssourities of short tine
roturities, provided such purchases oan he mede without
disturding the conditions of tho money market or of the
narket for Covermment securities,

*Woni, THEREFORE, BE IT RESOLVED, That the Federal -
Hegorve Hoard declares itself in favor of the purchage’
of a linited volune of short ters Uovernaasnt sesurities
at this time, it being understood that the 3oard reserves
the right to dissontimue nurohases and to require the
ssls of any of the seocurities purchaged in purausnse of
this pegolution at any time it msy deem expedient, and

*pE IT FURTHER RESOLVED, That doples of these reso-
lutions be truns~itted to the Chalrman of the Open Market
Investsent Committee of the Federal Reserve System and
to the Governors of all Federul reserve banks."

By direction of the Federal Reserve Board.

Respeotfully,

Seeretary

¥r. Benj. Btrong, Chairman,
Open Hariet Investment Committes
of the Federal Resorve System.

o],
Ras Gomn ! A ‘V 23
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Decemdar 3, 1923

SORP IR IAL
Dear Gevernor Norrim

Por the sonfidential informetion of yourself amd the mewbers of
your beard ef directors, you are sdvised of the following resslutiom
adopted today by the Federal Reserve Boaxd;

"WHEREAS, The Open Mayket Investmen$t Committee of
the Padersl Reserve System (Govermors Streng, Marding,
EeDougal, Fancher and Ferris! has reported te the Sosxd
that 1t is expedimt at the preasnt $irms that the
Pederal reserve danks b given perniseion to assums &
position toward the momey maxike$ My the purohmge of a
suitable volume of Govermment securities of shord time
mturitise, provided sueh purshases ocan bHe mode without
digturbing the comditians of the momey maykat or of the
market for Govermment swesurities,

"ROW, THUREFOEE, 3R IT RESOLVED, That the Pedersl
Ressrve Doayd dealares itself in favor of the purchase
of a linited volume of short sewm Government seeurities
et thie time, it being maderstecd that the Bosrd reserves
the right to diseontixme purchases sand ts require the
sale of any of the securities purchased im pursummos eof
thie resolutieon st any tine 1t may deem expedient, and

*#R IT FURTHER RESOLYED, That coples of thase reso-
Jutions be transmitted to the Chairran of the Open Eariwt
Investment Committee of the Pederal Reserve System and
e the Oovermers of all FPedersl reserve banks."”

Fall details of the precedure t0 be fellewed Yy the Openm larket
Investuent Ueemmittoe and by the Federal reserve banks will e comsmmi-
eated ts you by thae Chaiyman of the Cemnittes.

By direstion of the Federal Reserve Boawd.

Yory truly yours,

Walter L. Bddy,
YXre Geo, W, Norris, Govemnor, Searetary.
Fedeysl Reserve Bdank,
Matladelphis, FPa.
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December 3, 1923

SV IPERTIAL

Deay Governer FPanshew:

For she ommfidential inforrstion of yourself amd the members of
your sosxd of divectors, you are sdvised of tha following reselutiem
adopted today by the Pederal Resorve Board;

"VHERBAS, The Open Fariet Novestment Committes of
the Federal Reserve System (Governors Stromg, Hamding,
EeDougal, Fanshey and Yerris) has reported te the loo
that 1t Lo expedient at the present time that the
Fedaral reserve daaks be given permission to agsume a
position teward the momey mayket dy the purchase of s
suitable velums of Government seouritios of shert time
maturities, provided sueh purchasel san be made wighout
disturbing the conditions of the money market or of the
maried for Govermment sequrities,

- weryy, THERSRORE, B2 IT RESOLVED, That the Federal
Reserfs Doard deffiares itself in favor of the purchase
of & 1imited volwm of short term Governuent ssourities
at this time, it deing understood that the Joard resarves
the right to discontinue purchases amd §o0 requirs the
sals of any of the securitiss purchaged im pursusnce of
this resolution at sny time It may deem expedient, and

- "B IT PURTHER RESOLVED, That coples of these reso-
lntions be tranmaitted to the Choirmam of the Open Yarkes
Iwvestront Commitics of the Federal Reserve System and
to the Covernors of all Federal reserve Lamks."

Full details of the procedure teo be fellewed by the Open Earked
Invedtwent Committee and by the Federsl reserve banks will b sommni.
aated to you by the Chalrman of the Committeas

By direation of the Federal Reserve Boayd,

Yery truly yours,

Walter L. Bady,
¥Ere Eo Re Pancher, Governor, Sesretary.
Federasl Heserve Nank,
Cleveland, Thio,
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Decenber 3, 1923

SO IR k.

Dear Governor Seay:

For the oonfidential information of yonrszelf and the members of
your board of directors, you are sdvised of the followiag resolutiem
adopted W the Yedarsl Reserve Board,

"WHERRAS, The Opem Fare$ Ixvestment Comittes of
the Federsl Reserve System (Governors Strong, Harding,
XaDeugnl, Fancher sad Norris) has reperted ts the Noend
that 1% i{s expediant at tha present time that tiw
Federal reserve hanks be givem pemission $0 assume &
position toward the mongy mayket YWy the murchage of @
suitable volume of Sovermment sesurities of ghort time
returitios, provided such purdhases aoxn de made withowt
disturbing the oomditions of the money meriet or of the
meyiet for Jovernment securities,

MO, THERMFOR®, BE TP RESOLVED, Thet the Pederal
Reserve 3oard deolarss itself in favor of the purchese
of 8 limited volume of shors Serm Govermment securities
at thig time, it deing wnderstood that the loxrd reservee
the rifght to diseomtimme purchoees smd to require the
sale of axy ef the seowrities ywrchased im purwnance of
thie resolution at amy time 1t nay deam expedisnt, emd

"HE IT FURTHIZR RESOLVED, That copics of these reso-
lutions be tranumitted to the Chairmam of the Open Market
Investment Comittes 0f the Federal Reserve Jystem amd
to the Governors of all Federal reserve tLanks,*

Prll detaile of the procedure te e followed by the Open Earkes
Investment Cormittve amd by the Fedsral rsserve bauks will ds ecemmni.
cated to you by the Chairran of the Committae.

By direction of the Fodeyel Resarve Bozwd,

Yery truly yours,

Walter L. Rady,
¥r. George J. Jeay, Governary, Seeretary.
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Desexber 3, 1925

QORPIDENT IAL
Desr Governer Wellhowns

Por the sonfidential informetiom of yourself amd the members ef
your bosxd eof directors, yon are advized of the fulluwwing resolutiom
sdopted today by the Federsl Reserve Bonrd:

"WHEREAS, The Open Yarke$ Mvestment Committee of
the Pederal Reserve System (Governcors Strong, Herding,
Yalongsl, Pancher and Worris)] has reported to the Board
thet £% fe expedient ad the preeont tire that the
Yaderal reserve benks de given permission to assuxe 8
position toward the money merket dy the purchace of &
suitable volume of Jovernment securities of ghort time
meturitise, pruvided sush yurshases svx bde made without
disturbing the econditions ef the rmoney marte$ or of the
marked for Government securities,

"TROPY, THREREFORE, BE IP RESOLVED, Thet the Pedersl
Raserve Boerd declares itself in fevor ef the purclicge
of & linited veluwe of short term Goverarant eecuritiex
&t $hin time, 1t being wnderstond thet the Doard reserves
the right to disconkimue purobagss and %o require the
sele of exny of the geourities purchased in pursusnce of
this resolotion at sny tiww 4t sty deean axpedient, md

32 IT FURTHMR RESOLVED, That eoples of theeo resde
Iutions be transmitted to the Chalirman ef the Open Merked
Irvestmont Oonmities of the Pedersl Reserve System and
to the Governors of all Fedarsl reserve backs,”

Fell details of the procedure t¢ de fellowed by the Opea karket
Investreont Coarmittee and by the Fele.ol yoserve banks will e sorsmmis
estoad to yom hy the Chalrmen of ths Coumittee,

By direction of the Federal Reserve Boerd.

Very truly yovrs,

Valter L. Ridy,
ire. Ko« B Yellbomn, Governcr, Secretary.
Federal Reserve Beak,
Atlanta, Georgis,
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Docembar 3, 1923,

CONPIDATT AL

Dear Govemor McDoupslt

Por the confidential informtion of yourself and the membors
of your board of dlractors, you are advised of the following rosol-
utlon adopt ed today by the ederal Heserve Board:

*HIREAS, The Open Morket Invostmant Committee of
the Federzl Reserve 3ystem (Govermors Strong;, Harding,
ZoDougel, Fancher and Norris) has reported to the Boerd
that 1t is expedient at the present timc that the
Federal resorve banks be given peamission to assume a
position toward the moncy market by the parchase of a
sultable volume of Goverment securities of short time
maturit ies, provided such purchages can bo mpde without
distmxbing the conditions of the money marketior of the
merket for Government securit ies, ,

"HOW, THORAPORS, B2 IT RESOLVED, That the Federal
Reserve Board declaros itself in favor of the purchase
of a limited volume of short term Govermment securities
at this time, it Leing understood that tho Board roserves
the risht to discomtimic purchascs and to require the
sale of any of the socurlties purchased in pursuance of
this resolution at any time it my deam exyedient, and

"EE I SURTHUR RESOLVED, That copies of theso rosow
lutions be tranmmitted to the Chairmn of the Opon lhrket
Investment Committoe of the Federnl Neserve System amd
to the Govoruors of all Tedaral reserve ban:s."

Full detalls of the procedure to be followed by the Open ikriet
Investment Committeo and by the Federal raserve banixs will be commnicated
to you by the Chalrmen of the Cormittoes

By direction of the Faederal Reserve Boarde

Very iruly yours,

Hre Je Be McDousel, Govermr, -

Pederal Reserve Bank, “alter Le 2ddy,
Thicapgo, 1118, Sesretary.
w/-, / 3
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_ December 3, 1923, X

SOUEIDEIRI L

Dear Goverror Biggss

Por the omfumt inl informat ion of yourself and ths membears of
your boaxd of directors, you are sdvisod of the following resolution
adoptcd today by the Federel Reserve Board:

"HEREAS, The (pen librket Investmeont Comittee of
the Fedaral Remerve System (Goverrors Strahg, Harding,
McDougel, Famcher and Norris) has reported to the Board
that 1t is expediont 8t the preaemt time that the
Federnl remorve banks be given permission to assums s
position toverd the monay market by the purchase of a
suitable volume of Government securities of short time
mturities, provided such purchases can be made without
disturbing the conditions of the monay merket or of the
merkxet for Govornmant securitios,

Reserve Board declares itself in favor of the purchase
of & limited volume of short term Government seourities
at this time, it belng understood that the Board reserves
the rght to discontime purchases snd to reguire the
sals of any of the sacurities purchased in pnrsusnce of
this resolution at any timc it may deem expedient, and

"B3 1T PFURTHER RESCIVED, That coples of thesc reso~
lutions be transmitted to the Chatrman of tho Open Market
Investment Committee of the Pedersl Reserve System and
to the Govormors of all Federal reserve banks,"

#ll detadls of the procedure to be followed by the Opon Market
Investment Committee and by the Federal roserve banks will be communie
cated to you by:hlss Chairman of the Committee,

By direction of the Federal Reserve Board,

Very traly yours,

¥r, D. Ce Blggs, Govornor, Valter L. 244y,
FPederal Reserve Bank, Seerotary.
3t Louia. o,
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Docomber 3, 1923,

CQIFLIDANT

Deay Covernor Young:

For the canfident 1a]l information of yourself and the merbors of
your board of directors, you are advised of the following resolution
adopted today by the Foderel Reserve Boards

"THEREAD, The Open larket Investment Committoe of
the Pederal Reserve System (Governors Strong, Harding,
MeDougal, fancher and Horris) has reported to the Board
that it is expedient at the present time thot the
Foderal reserve banks be given permission to assume &
position toward th money market by the purchase of a
suitable volum: of Govermment securities of short time
maturities, provided such purchases can be mude without
disturbing the conditions of the money market or of the
market for Governmant seocurities,

"ROW, THURSFORE, B I7 RUSOLWVED, That the Federsal
Resarve Board declares itself in favor of the purchase
of a linited voluze of short Lerm Jovermment securit ies
et this time, it being understood that the Board reserves
the right to discontimme purchsases and to require the
sale of any of the securities purchased in pursuance of
tals resolution at any time it may deem expedlent, and

"RE 17 PURTHIR REBOLVED, That coples of these roso-
lutions be trensmitted to the Chalrman of the Open Meriket
Investment Committee of the Pederal Reserve System and
to the Governors of all Pederal reserve banks,”

full detalls of the procedure to be followed by the (Opem Harket
Investoent Committee and by the PFederal roserve banis will be commni~
cated to you by the Chairman of the Committee,

By direction of the Fedoral Reserve Bosrd.

Vory trly yours,

Mre Re A, Toung, GOvornor, 12’aiter L, lddy,
Fedoral Reserve Bank, Seoretary.

iinnmeapolis, Minn,
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Decerber 3, 1923,

Y aan

Dear Goverror Baileys

Por the confidential informatian of ymrself and the manbers of
your board of directors, you are sdvised of the following resclution
adopted Boday by the Paderel Reserve Boards

"WHERE2AS, The Upem Market Investment Committes of
the Federal Reserve System (Governors Strong, Harding,
McDougal, Fanchor a&nd Horris) has reportod to the Board
that 1t is expedient at the present time that the
Federal reserve baiits be siven permission to assumw &
position toward the money market by the purchnse of a
suitable volume 8f Government securiiles of short time
maturities, provided sich purchasos can be mnde without
disturbing the conditiong of the money market or of the
market for Governmemt soourit ies,

"WV, THIRZFORE, B. ID RISULVED, That the Pederal
Rgserve Board declares itself in favor of the purchsse
of a limited volwpe of short (ermm Government securit ies
at this time, it being understood that the Board roserves
the right to disoontime purchases and to require the
sale of any of the securities purchased in pursuance of
this resolution at any time it mmy deem expedient, and

"B: IT FURTHER RESOLVED, That ocoples of thaese remsow-
lut ions be transmitted to the Chairmn of the (pen Ikrket
Investment Committee of the Federal Reserve Jystem and
to the Goverrors & iFedoral resarve Lanka,"

Full detalls of the procedure to be followed by the Open Market
Investment Committee and by the Fedcrsnl reserve banis will be comramie
oated to you by the Chairman of the Comittee,

By direction of the Fedoral Reserve Boarde j

Very truly yours,

Mr. 7. J« Bailey, Governor, walter L, zddy,
Pederal Resarve Bank, Secrotarys
Kansas Clty,. Mo,
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Degembar 5, 1953,

SQRELIL AL,

Dear Governor MoXinney:

For the cmfidential informatiom of yourself and the maubars of
your board of directors, you are advised of the follovwing resolution
adorted today by the Federal Reserve Boards

"RHERHAS, The Open Market Investment Committoee of
the Fedoral Reserve System (Governors Strong, Harding,
¥oDougsl, Fancher and Norris) has reported to the Board
that it is expedlent at the preseamt time that the
Fodoral resarve banks be given permlission to assume a
position toward the money murket by the purchase of 8
suitoble volume of Govornment securit ies of short time
maturities, provided such purchases can be made without
disturbing the canditions of tho money market or of the
market for Governmemt securitlies,

"ROT, THIRSPORS, Bi I7 RISOLVED, Thet the Pederal
Reserve Board ®eclares itself In favor of the purchase
of a limited volume of short term Covernmaont soourities
at this tlme, it veing understood that the Bourd reservos
the right to discontimiec purchases and to remire the
sale of any of the securities purchosoed in pursuance of
this resolution at any timo 1t may deen axpedient, and

"BI I7 FUNTHUR RuSSOLVED, That coples of those resoe
lutlons be tranasmitted to the Chalrmsn 0f the Open larket
Investment Committee of tho Federal RHeserve Jystem and
to the Govarnors of all Federal reserve bankse"

Full detalls of the procedure to be followed by the Open Market
Investment Committee and by the Federsl rosarve banks will be commnle
cated to you by the Chalrman of the Committooe,

By direction of the Federal Reserve Board,

Vory truly yours,

Mr, Be Ae MeKimey, Governor, Telter Lo 244y,
Federal Resorve Banik, Seorctarys
Dallas, Taxns.
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2 33-L-
December 3, 1923

SEEIDENTIAL

Deay Govarao Calkinss

For tho confident ial information of yourself and the members of
your board of directors, you are advised of the following resolutiom
asdopted today by the Federal Heserve Board:

"UHEREAS, The Open Market Investment Committee of
the Pederal Reserve System (Govemors Strong, Harding,
¥cDoucel, Fanchor and Forris) has reported to the Board
that it is expodient at the present time that the
Pedoral reserve banks he given p amission to assume a
position toward the monoy market by the purchase of a
guitablo volume of Governmeni socurit ies of short time
moturit les, provided such purchuges can be made without
disturding the conditions of the money market or of the
mayket for Government securities,

ROV, THSREFORS, Bi IT REBOLVEAD, 1hat the Federal
Roservo Board declares itself in favor of the purchase
of a limited volume of short term Gowmrmment securitlies
at this time, it Deing underat wd that the Board reserves
the right to discont lmus purchases and to require the
sale of any of the securities purohased in pursuence of
this resolution at any timc it mey deem expedient, and

"BE IT FURTHER HISOLVED, That copies of these resow
lutions be transmitted to the Chalrmmn of the Open Harket
Investment Committee of the Fedoral Reserve System and
to the Governors of all Federal reserve banks,"

Full detalls of the procedure to be followed by the ipen Market
Investment Committee and by tho Pederal resarvo banks will be communis
cated to you by the Chalrman of the Committeo,

By directlion of the Federal Resorve Board,

Very truly yours,

Mry Je Us Calkins, Govermor,
Federal Reserve Bank, valter L. Sddy,
San Praxciseo, Cal, Searctary,
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= " Degember 3, 1923 S35~
, egember 3, ‘ i .
e ) Y. z o ‘: S 3
igth~M“ Consideration was given to the report submitied by the Open Market

Investment Committee of the Federal Reserve System at the November con-
ference of Governors and to the statements made by the members of the
Committee at a conference with the Board on the morning of this date.
After a discussion of the Committee's report and of the policy outlined
therein, the following resolution was unanimously adopted:

"VHEREAS, The Open Market Investment Commibttee of the
i Federal Reserve System (Governors Strong, Harding, McDougal,
Fancher and Norris) has reported to the Board that it is ex-
pedient at the present time that the Federal reserve banks
be given permission to assume a position toward the money
market by the purchase of a suitasble volume of Government
securities of short time maburities, provided such purchases
can be made without distrubing the conditions of the money ,}K

mérket or of the market for Government securities,
- P e S

"NOW, THEREFORE, BE IT RESOLVED, That the Federal Reserve
Board declares itself in favor of the purchase of a limited
volume of short term Government securities at this time, it
being understood that the Board reserves the right to discon-
tinue purchases and to_require the sale of any of the securie-
‘ties purchased in pursuance of this resolution st any time it

may deem expedient, and ,
|

X1

e
——

"BE IT FURTHER RESOLVED, That copies of these resolutions
be transmitted to the Chairman of the Open Market Investment [
Committee of the Federal Reserve System and to the Governors ;
of all Federal reserve banks." i

!
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y | .
Form No. 191, FEDERAL RESERVE s <1, RESENVE ROARD rx
Office Correspo. .2r. & == e Moz 21, 1928,

To - ~J_Esld.sz____ e Subject: Changes

_ﬁ%da?a;%ﬁasergéggyngﬂ
. o :

Attached hereto are twelve, copies of stencil St. 3792,
showing weekly changes in Federal reserve bank holdings of Govern~
ment securities from January 3 to October 31, together with weekly
purchases and sales subdivided so a&as t0 show transactions with the
United States Treasury, the Alien Property Custodian,and all other
transactions exclusive of transactions between Federal reserve banks.
From an examination of the attached table you will note that the
redemptions by the Treasury and sales to the Treasury between January
3 and October 31 exceeded purchases from the Treasury by $224,539,000,
also that holdings in investment accounts of the banks exclusive of
one-day certificates held to cover Treasury overdrafis and securitises
held under repurchase agreement, declined $§247,666,000 during the
same period. As sales to the Allen Property Custodian and to the
Federal Land Banks exceeded purchases from the Alien Property Cus-
todian by $52,265,000, it is evident that in their strictly open
market operations the purchases of the Federal reserve banks exceeded
their sales by $29,138,000, as will be seen from the following table:

_ Mr. Smead . .. o ____ . holdings of Uni

. Sales or Net
Transgsactions with -- Purchases Redemptions Decrease

U. S. Treasurer {exclusive of :

temporary l-day certificates)......... § 2,443,000 $226,982,000 $224,539,000
Alien Property Custodian.......ce..... 10,000,000 56,265,000 = 46,265,000
Foderal Land BanKS...eeeceeeeannncesss —— 6,000,000 6,000,000
All other (open market) transactions.. 170,314,000 141,176,000 . *29,138,000

Total.......................§l§2,757,000 $430,423,000 $§%1,666,000

i U. S. securities held in investment
account (exclusive of l-day certificates
and securities held under repurchase
agreement) --
January 3, 1923 ...eueseescvecsanssroscocsnccnns $325,247,000
October 81, 1923..cuutrvecrncrsresncoscancncens 77,581,000 _ $247,666,000

U. S. securities held under repurchase
agreement -
Jannary 3, 1923.........l..QOI'O.'.QO..I'I..... $43’307,000

0CEODOT BL, 192Bueunnennnnsnnnenane oo 14,256,000 _ $ 29,051,000

*Net increase.
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For use of FGO@;dL

CHANGES IN FEDZLAL RESERVE TANK HOLDINGS 0F T

T

TEATTIT T
SECULIITIES N

? DANK e SIS GOVEIES §t.3792
Reserve Toard only oY WEEKS FLOM JANUALY 3, TO O0TOLEu j 1323,
(In thousands of dollars)
Holdings at end of week - Purchases_(?xcl?sive ?f'§hose Sales Se%c%??ive‘?f ?hosg under
under repurchase agreanant) repurcnass a,grecmenc)
Veek Under re In investment From Te U.S.Treas-|Redempticns To
ending - i purchase account From Alien ,All Total Prer includ- by ?. 3. Alien A}l‘ Total
Total One-day 11 U. 8. Property| other prrchases |08 redemp- Treasurer Droperty other sales
BETOS= | oertifi-| ° Treasurer*|Custodian|purchases| © =~~~ |tions before at Custodi sales )
ment cates other a waturity maturity* ustocian (a)
FL3 456,554 43,307 83,000 325,247 - - -
10 508,176 44,673 131,500 331,997 - - 14,642 145602 - - - 7,893 7,893
17 412,432  12,U51 73,000 326,981 700 ~ 9,599 10,299 - - 16,000 9, 315 15,315
ol 352,819 34,685 - 318,134 113 - 21,180 21,293 3,150 - 10,000 16,292 30,141
i1 353,735 26,387 - 327,348 - - 10,938 10,938 - - - 1,724 1,724
Feb, 7 35%,124 22,945 - 330,179 2 10,000 14,351 24,353 - - 15,000 6,521 21,521
14 353!523 2)4'10“'2 - 329,1481 - - 2)367 2;367 - - - 3)065 3)065
21 354,034 22,550 - 331,u84 - - 4,534 4,534 ~ - 1,000 1,531 2,531
28 363,074 28,062 - 335,012 - - 3,912 3,912 -~ - - 383 383
Mar, 7 34l 887 10,722 - 334,165 - - 7,424 7,424 2,0CC - 5,000 1,271 8,271
14 344,713 10,676 - 334,037 - - 718 718 250 - - 595 gU5
1 291,911 13,878 - 278,033 - - 2,001 2,001 - 57,241 - 766 58,007
28 249,409 23,535 - 225,874 - - 2,645 2,6U5 U6, 784 7,500 - 518 54,802
PoY 239,149 16,306 - 222,843 - - 359 359 - - - 3,392 3,392
11 233,154 15,405 - 222,749 - - 476 475 - - - 569 569
18 238,007 16,951 - 221,056 - - 1,201 1,201 - - - 2,894 2,394
25 193,810 9,422 - 184,388 - - 685 685 34,024 - - 3,330 37,354
May 2 184,772 10,762 - 174,010 - - 1,829 1,829 - - - 12,206 12,206
9 185,814 10,481 -~ 175,333 - - 2,142 2,742 - - - 1,h419 1,119
16 188,889  14,u453 = 174,436 432 - 12,074 12,506 11,850 - - 1,553 13,403
30 189,288 19,250 - 170,038 1 - 2,132 2,133 - - - 2,382 2,382
June 6 182,751 23,668 - 159,083 - - 11,586 11,586 10,C00 - - 12,538 22,538
1 igi A Losn - aer e - w15 9; Zéo - = 21 38y 5
- - , ,598 1 8 2,31 ,
27 3 _ R 3 - 2,040 - - 1.331. 1,091, K 2H 23,§3§; 3&2 50’2%5
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CONFIDENL . AL
For use of Feder.ul
Reserve Board only

BY WEEKS FROM JANUARY 3 TO OCTOTER 31, 1923,

(In thousands of dollars)

CHANGES IN FEDERAL RESERVE BANK HOLDINGS OF UNITED STATES GOVERNMENT SECURITIES,

5t.3792

[ Holdings at end of week - Purchases (exclusive of those Sales (exclusive of those under
under repurchase agreement) repurchase agreement)
Week In investment From To U, S, Treas~|Redenptions
:iding— Under re- account From Alien All urer includ- by U. 8. "T(,) All
Total purchase One- day A1 U. s. Property other Total ing redemp- Treasurer Alien other Tectal
agree- certifi-| other Treasurer*|Custodian puzchases purchases tions before at ProperFy sales sales
ment cates a) maturi ty maturi ty* Castodian (a)

Jov 4 94,701 16,899 - 77,802 - - 2,215 2,215 13,974 - - 2,479 16,453
11 101,238 23,415 - 77,823 - - 336 336 - - - 316 316
18 97,955 21,841 - 76,114 - - 652 . 652 1,500 - - 860 2,360
25 96,284 19,863 - 76,421 - - 1,470 1,470 520 - - 643 1,163
Aug, 1 93,793  16,2%0 - 77,503 - - 2,063 2,063 575 - Lo6 981
8 90,206 14,302 - 75,94 - - 801 801 2,129 - 272 2,401
15 89,841 13,925 - 75,916 - - 118 118 - - - 106 106
22 ' 84,759 12,128 - 72,631 - - 746 746 3,500 - - 531 4,031
29 93,530 20,6u41 - 72,889 - - 1,375 1,375 330 - - 787 1,117
Sept, 5 98,772 26,093 - 72,679 15 - 1,269 1,284 - - 672 823 1,495
12 99,857 26,189 - 73,668 - - 1,79 1,719 - - 5 725 730
"9 92,589 19,676 - 72,913 864 - 964 1,828 15 268 - 2,300 2,583
26 91,885 18,485 - 73,400 - - 1,838 1,838 25 - 1,000 326 1,351
C 3 95,142 22,290 - 72,852 - - 400 400 750 - - 198 glig
10 91,883 14,16k - 77,719 - - 5,304 5,304 - - - 437 437
17 9%04 19,814 - 4,227 - 830 830 1,018 - - 3,304 u4,322
2l 88,193 13,757 - 4,436 - - 536 536 - - - 327 327
31 91,837  1b4,256 - 17,581 - - 4,137 4,137 - - - 993 993
TOTAL 2,443 10,000 170,314 182,757 159,662 67,320 (v) 62,265 141,176 L30,u23

FEDERAL RESERVE EOARD
DIVISION OF BANK OPERATIONS
NOVEMEER 21, 1923,

W,
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*Exclusive of temporary 1l-day certificates to cover overdraft in Government account,
#5013 to Federal Land Banks,

(a)Exclusive of transactions between Federal Reserve Banks.

(b)Includes $6,000,000 sold to Federal Land banks,
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ACCEPTANCES SOLD ¥RO: OWN PORTFOLIO BY THE FEDERAL RESERVE

BAYKS FROUT JANJARY 1 T0 OCTOBZER R4, 1923.

!
Atlanta ; Chicago

Week ending -~ 1923 Total Philadelphia Tallas
Jan. 3 (3 days) - - - - -
10 582 562 - 20 -
17 610 600 - 10 -
24 459 459 - - -
31 364 259 - 105 -
Peb. 7 612 587 - 5 -
14 591 591 - - -
21 z16 186 &5 5 -
£8 461 461 - - -
Mar. 7 310 290 20 - -
14 470 470 - - -
21 196 196 - - -
2 208 175 - 30 -
Apr. 4 b5 55 - - -
11 830 820 - - ~-10
18 £00 200 - - -
25 391 341 - £5 25
May 2 78 78 - - -
9 255 PAsts) - - -
16 229 219 - - 10
23 40 40 - - -
30 345 345 - - -
June 6 480 480 - - -
13 235 185 - 50 -
20 110 110 - - -
27 279 279 - - e
July 4 - - - - -
11 368 208 - 160 -
18 371 231 - 140 -
25 240 90 - 150 -
Aug. 1 <65 265 - - -
8 239 239 - - -
15 201 201 - - -
22 366 366 - - -
29 547 547 - - -
Septs B 143 143 - - -
12 118 118 - - -
19 &35 100 - 15 10
26 459 293 - - 166
Oct. 3 365 301 - - 64
10 487 391 - - 96
17 62& 425 - - 197
24 593 353 5 - 235
TOTAL 14,222 12,514 50 735 943
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ACCEPTANC:S SOLD FRO! OWN vORTFOLIO BY TH: FIIURAL RICERVH
BANKS ¥ROJ JANUARY T 70 OCTOB R 24, 1923.

! i H i
Week ending - 1923 Total g Philadelphia Atlants g thicago ‘allos
Jan. 3 (3 days ) - - - - -
10 582 562 - 20 -
17 610 600 - 10 -
24 459 . 459 - - -
31 364 259 - 105 -
Feb. 7 ' 612 587 - &5 -
14 591 591 - - -
21 216 186 , 2B B -
28 461 461 - - -
dar. 7 310 290 20 - -
14 470 470 - - -
21 196 196 - - -
28 208 178 - 30 -
Apr. 4 ' b6 58 - - -
11 830 820 - - -10
18 200 200 - - -
26 391 341 - 8 2B
May 2 78 76 - - -
9 2656 258 - - -
16 229 219 - - 10
23 40 40 - - -
30 345 345 - - -
June 6 480 480 - - -
13 235 185 - 80 -
20 110 110 - - -
27 279 279 - - -
July 4 - - - - -
11 368 208 - 160 -
18 371 281 - 140 -
25 240 90 - 150 -
Auge 1 265 265 - - -
8 39 239 - - -
15 201 201 - - -
22 366 366 - - -
29 547 547 - - -
Jepts B 143 143 - - -
12 118 118 - - -
19 235 100 - 15 120
26 459 298 - - 166
Oct. 3 365 301 - - 64
10 487 392 - - 96
17 622 428 - - 197
24 593 363 b - 2
TO7AL 14,222 12,614 80 738 923
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To 8¢ S2CGH... § . CURGIASLD ACCRTAICES & . & s RDIRAL
RAESERVY BAYKL O RACH WRIKLY ITATSLINT DAY DURLLG 198S.

thouss: £ dpllars)
Us g« pogyrjties -
] 4 e

Date | Amount held o s srount held
Jan. 3 456,554 - 1,329 2554182
17 412,432 - 95,744 201,335
24 35:,019 - 59,613 204,547
51 365,736 916 - 188,566
Peb. 7 363,124 - 611 184,345
14 353,523 399 - 184,476 - 469
21 354,034 Bll - 182,363 - 24123
28 363,074 9,040 - 207,676 25,526 -
dar. 7 544,687 - 18,167 218,866 11,208 -
14 344,718 - 174 225,416 6,550 -
2 291,911 - 52,802 237,965 12 549 -
28 249 ,409 - 42,502 254,261 16,286 -
Apr. ‘ \ 233.149 - 10.250 259.8?9 5,628 -
11 238,164 - 995 274,389 14,510 -
18 230,007 - 147 277,447 3,058 -
25 193,810 - 44,197 274,041 - 54406
day 2 154,772 - 9,038 275,429 1,368 -
9 155,814 1,042 - 266,992 - 8,437
16 186,089 3,075 - 281,609 14,617 -
&3 206,989 18,070 - 270,860 - 10,759
29 169,268 - 17,67 257,818 - 13,082
Jane 6 182,781 - 6,537 248,254 - 9,564
13 168,100 - ] 218,618 - 294616
20 121,529 - 364571 2064716 - 17,902
27 134,976 154447 - 204,225 - 1,491
Muly 8 94,701 - 40,278 198,912 - 5,518
11 101,238 6,537 - 186 ,264 - 1,628
15 97,966 - 34203 163,121 - 54163
28 96,264 - 1,671 176,864 - 6 4257
Aug. 1 93,793 - 24491 182,630 5,766 -
8 90,206 - 54507 177,409 - 5,221
15 89,841 - 365 173,189 - 44220
22 84,759 - 5,002 176,610 34421 -
29 93,530 8,771 - 173,465 - 54126
Sept. 5 98,772 5 4242 - 174,563 1,078 -
12 99,857 1,085 - 179,513 4,750 -
19 92,509 - 7,268 171,044 - 8,269
26 91,685 - 704 172,124 1,060 -
Oot. 3 95,142 5,267 - 172,902 778 -
10 91,883 - 3,269 182 4,407 9,506 -
17 94,041 2,158 - 190,518 8,111 -
24 86,195 - 5,048 179,747 - 10,771
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Open iferket Xnvoetaent Ceanittee
for in* FOderal R«Mnr« £ystea

Mevoaber i, 1923

Wr. Oeorgo 1. Morris,
Governor, federal Reserve lank of Philadelphia,
Philadelphia, Pa.

% door Governor Korrioi

lo hato received o nuobcr of requests for further information re-
garding thft detail* of tha plan adopted by the (/pen ifrrkot InvoBtoant Con- .
aitteo relative to tne distribution of bills parchaaod in the open ocrket by
the Federal Roaervc Syetes*

The plan providee that the distribution of blllo shall bo nade is
suefc o nanner that the rooonros of ocaoh participating federal roaerve bank
will bo so aifociod a* to roduoo tne reserve percentages of euoh bank by the
ease per sent, or fraction of per cent, that ie to say, that on a day when
tbo total bill* yurahaeau wero sufficient to roduoo each participating bank'a
reaerva percentage ljC, two bonka haying ratios of 80jC and 60)l respectively
oool4 after distribution have MC and reserve ratios respectively.

The proportion of total purchasee to bo allotted to oaoh partial*
pating bank to achieve this revolt it arrived at for practical purposes by
dividing tbo total oi dopooito and notes of each bank by the relative totals
of all participating banks, the resulting fraction equaling the percentage
ratio of distribution applicable to the iadiixdu»l bank*

Attached is a schedule showing how the plan oould work based on the
total dopoolt and Federal Reserve Roto liabilities of all Fedsral reserve bonks
on Novonbor 7, 1923 and purchases of *bills aado during that week IT all twelve
banka participated.

In tiecordance with the resolution plated by the Gomaittee, allot-
monto would be nade to Fedoral reeervo banka by the Committee on this basis,
ad Jtinted, ho«ever,as to dollar anounts by tbo Comaittee, through its Secretary
eaoh neot., in acfioraanue with sepcrts to tb* Cooalttas of tha aoounta bought
etAsrwlee »Un through tne Cc-.aalttao, by each participating bank during the
week prevluikj the purpose Of euch adJustnen*. being to r:*intein a practically
conetant rntxe of laveetaents in eaush bonk.

i ahull be glad to bo advissd whot ier this ox~Innation of the plao
is entirely elear, and if you w*eh to participate at thie [liue.

Tory truly yours.

V. 9. itittooon
Secretary of the Cocalttee

Inolosuro -

8X0 WSIKAH
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COMMIDOEE GF DISCOUBD AND OIFY DARK'D 1OLICY. 3 \? 3 "é"’
Einutes of mesting of November 8, Il"f‘z"\?

lm, at 2,30 FPollle

The Committes met at 2,30 pe.m., on Tovember Sth, in Ur. liller's offioce.
Presents Mr, Filior, 'T. Flats, r. Stewart, Secretary, and Lr, Vinston and
}re G1ldert by imvitatione

The Gmﬂtu resuned cousideration of the best method of putting into
operation the separate reserve ratics. i, Stewart reported that by trausfer-
ring the Boston and Cleveland banks from the 90 per cent t0 100 par oemt class,
the inneapolis bank from the 70 per oent to the 90 per oent olass, and the
Ricmond benk from the DO per ocent to the 80 por cent class, it would have. besn
possible to maintain during the first 10 months of 1923 a note reserve ratio for
the Systen sbove the 90 per sent minimm, Aifter some discussion it was concluded
that the best plan of procedure was to follow the methed indionted in tho memorane
dan presenied to the cammittee on November Tthe It was the sense o the Comaittee
that the plan should e m into gparation early in 1984, that depearats reserves
should be maintained against notes and deoposits by eash individial dank, that
note And deposit reserve raties for the System should be published weokly by the
Soard, that statemants of individual rescrve banks show the smount of note reserve
and of deposit ressrve, but that it might be advisable t0 dafer the publication
of Dote and deposit ratics far the individual banks until experience with the
Plan tndioated that thelr publioation was desiradle. In view of the reserve po-
sitions of the individual reserve bams, the Jcmmittee was of the opinion that
1t will probadly be feasiltle when the plan is put into operstion to msintain at
least a 90 per oent note reserve for the System.

(ire Canmingham, who ocouli not bo jresent when the Cormittee first met,
onme in at this time.)
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gm Qocriittee considered the proj/oeal mde in ftr* fUkrt*a letter of August
6th with regard to gold fe&m&ntn by federal reserver bai&s* After &isous*tact of tho

proposal the Committee rcaasftenufttt to tho Board tho following resolutions

tffeeroas it I» the m m ef the fed***! fteserro Board Itol it Is
desirable that gold oortlfloatoo bo reetorsd to circulation la artier
agal*i to build up a secondary reserve| ami
policy

Whereas it ia important that a system in respect to gpld payments
ahoula be adopt* toy the Several ileeenre 3yetemy

Tesolveo that the “deral oaoiro Baisfcs, acting in cooperation
with the Federal esorve Board (due regard being had to the reserve
poeition of the respective b&ii&s) shall roetore to eireflation daring
the yeur 1924 an aroceunt of i®old certificates to an aggregate aagunt
of five hundrod millions of dollara«

-esolvev further that the Covemor be instructed to advise the
Federal *servo Ba?™® of these resolutions and to transmit to the
Federal ieeerve Baiase such further instructions as may be necessary
to carry them into effect#

'She Oocaaittee also cenetOered the suggestion metie in £3« Gilberts letter
of August 3rd concerning the maintenance of a differential between ths redis-
count rate for oercmreial paper and open f&arfest rates* The Jcramittee believes

that tho Board should reaffirm tho principle that a differential should be reoo#?-

nised between rediscount rates on eoereroial paper and open amrket rates, and
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that ths types of paper entitlec to this differential ané the extent of wush
differential ahould be given spesifie consideration in oonneotion with any future
general revision of rediscount rates,

The Joumittes adjournsd at 4,80 pem.
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' ~ T OFILES vooptos
CORBILTRY | OF UIGOCULD A0 OPRR HAAKST MOLIYe npp 161930

Minutes of mweting of Lovember &, $ Wiy
1983, at 10,00 aem, e

The Commities met in the Board Room at 10,00 aume, Twoenber 8%h. iTosent
lre Niller, e Flatt, kre Jwmingham, and I'r. Stewars, Searetary. lre iinstem
was present by Liwitation.

The Camittes sousimued the considerstion of the plan for putting into
aperation the statenent ef note reserve and deposite reserve ratics. 3 supple-
mentary menorandum was presonted whioh rodifisd the mothod proposed in e
sarlier : emotwniun, The modified pruposal made possidle the naintenanocs of a
oonstant note reserve ratie for the Jystem, bus had the disadvantage of presente
ing Jystes: note ratio which was not oomguted entirely fram the aotual separatiion
of resexves to be raintained by the individual btanks. 2 oopy of this supplesente
ary memerandim is filed with the nminntes of this neeting.

Hre iiller suggested that instead of undertaking to maintain a constant mote
ratio for the Uysten as a whole, the note ratic for the Hystem be regurded as a
alnizam and that raties of the individual banks de adjusted in sush s mebner as
$0 Xeep the note ratie for the Systenm as & whole from falling below the estebd-
lished minimwa, The idvision of igsearch and Statistics was instructed t0 eon-
sider and report bask t¢ the Ummittes What would be lmvolved in the practioal
operation of such & pothed, assuming that under present conditions a 90 por oqnt

’unn— Bote ratis for the Jystem de maintained.

The committee adjourmed %0 :wet at 2430 pem.
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COLLITTEE OF DISCOUN? AND OPHN MARKET POLICY: s g 2k -] |

N

N~/-23

The Committee on Discount and Open lMarket Policy met at the Board
Room at 10.00 a.m,, November 7th. ZFPresent: Mr., lMiller, lir. Platt, lir.
Cunningham, and Mr. Stewart, Secretary. At the invitation of the Com-
mittee lMr., Winston was present. Mr. Gilbert, who was unable to be present
at the opening of the meeting, came in before the meeting closed.

Mr. ¥Miller referred to the action of the Board on September 11,
1923, referring to the Committee the problem of working out all necessary
details in connection with making recommendations for putting into oper-
ation the new plan of stating the reserve ratio separately for notes and
deposits. The Committee had before it a memorandum prepared by the
Division of Research and Statisties, which indicated a method by which
the new plan could be made operative. A copy of this memorandum is
attached to the minutes of this meeting. |

There was a general discussion of the various aspects of the problem
with special attention to the desirability of maintaining a note reserve
ratio for the System that would be free from minor fluctuations and would
‘change on occasion only in round numbers, for example, from 90 per cént
to 85 per cent. The Division of Research and Statistics was instructed
to prepare a supplementary memorandum which would consider the possibility
of such a method of stating the reserve ratic for the System and still

relatldg to the actual eperating ratios of individual banks.
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RECD IV, .GORDS SECTION)
rreadihl 6 1958 7

B BE | - e

THE UNDERSECRETARY OF TH
WASHINGTON

Hovember 6, 1923.

Dear Lr, Eddy:

I have your letter of this date, and note that
the Pederal Reserve Board's Committee on Discount and
Open Liarket Policy will hold a meeting tomorrow morning
at 10: 00 o'clock to consider the details of the Board's
new plan for stating the reserve positions of the Federal
Reserve Bunks, as well as the proposed resolution with
respect to gold payments and the suggested differential
between - line o0f credit loaus and open murket paper.

I have an appointment tomorrow worning that is likely to
extend beyond 10:00 o'clock, but I shall be glad, if poss=
ible, to arrunge to attend the meeting at sometime during

the course of the discussion.

Very truly yours,

s‘ﬂM

8. P. GILBERT, Jr.,
Under Secretary.
Wwalter L, Bddy, Esd.,
Secretary, Federal Reserve Board,
Wwashington, D. C.
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November 2, 1923 / /“~2L‘“42g:3

The Governor stated that the purpose of the meeting was to cone-
sider a telephone request from the Chairman of the Board of Directors
of the Federal Reserve Dank of Doston, for lmmediate permission to that
bank to buy in the open market $20,000,000 of United States treasury
certificates of indebtedness, the purpose of the purchase belng to
build up the earning assets of the bank, on the theory that its
reserve position is now high and the candition of the securities market
is easy.

The Governor ststed that Mr, Case, Deputy Governor of the Federal
Reserve Bank of New York, also Acting Chairmen of the Open Market Com-
mittee of Governors was in his office, heving called in connection with
another metter, and the members of the Board expressed a desire that
¥r. Case be invited into the meeting. Upon the entrance of Mr. Case
into the room a discussion ensued as Lo the conditions prevailing
in the securities and general money markets and of the desirability
and necessity of the Bosbon bank purchasing government securities or
»ills in the Open lMarket at this time. During the course of the dis-
cussion, lir. Dawes was called from the meeting.

Mr. Case was interrogated as to the open merket investment bhold-
ings of the Federal Reserve banks, more particularly with reference
to their holdings of acceptances, In reply to a question put to him, L//
he stated that the New York bank had about $25,000,000 of acceptances
purchased in the open msrket which it would be willing to sell to auy
Federal Reserve bank which needed investments in order to keep up its
2arningse

Following the discussion, Dr. Miller offered the fol-
lowing resolution, all menbers then present voting its
adoption:

"Board feels this to be very importent matter, inasmuch
as it marks first departure by any one of the larger Federal
Reserve banks from the policy laid down To govern open market
perations. Board feels that no change should be made in the \¢///
general open market policy until matter is canvassed by Open
: Committee and views of the Committee vresented to the Board,.
Board sees nothing in the condition of the money market which
would warrsmt the Boston benk or eny other Reserve bank pur=-
chasing Tressury securities st this time."

The Governor was requested to advise the Bosbon bank
accordingly.
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r/ At
TELEGRAM

FEDERAL RESERVE BOARD

WASHINGTON " 3_w

Hovember 2, 1923,

Harding
Boston

Confirming what I told you over telephone regarding your

bank being permitted to purchase government securities

in open market matter considered by Board thir worning

and following resolution adopted quote’Boerd feels this to

be very important matter, inasmuch as it merks firgt departure l/

one of the larger Federal Reserve Banks from the
WWnarm operations. Board
feels that no change should be made in the genersl cpen
market policy until matter is canvessed by Open Market
Committee and views of the Committee presented to the
Board. Boerd sees nothing in the condition of the money
markst which would warrant the Boston bank or anmy other
Reserve bank purchasing Treasury seocurities at this time.

Crissinger
(Signed) D. R, Crissinger.

OFFICIAL BUSINESS

Digitized [AOYERNMENT RATES
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| | ADERAL RERERVE BOARD FILK
#1/

DERAL RESERVE BANK

OF DALLAS

Ostober 10, 1923

Federal Reserve Board,
Washington, D. Ce
Attention Mr. Platt

Gentlemen:

Receiply is acknowledged of Mr. Platt's
le Ogtober 4.\which cynfirms the Board's téle-
gram of the same date in which we were advised that
the Board would not objest to our purchasing in the
open market Govermment obligations of short maturities
to the amount of 10,000,000. It is noted that the Treas-
ury would a little prefer that we buy notes rather than
certificates, and also that it is the desire of the Board
that we buy bills or perhaps even warrants to the extent
that we are able to do so before avalling ourselves of
the permission granted by the Board.

Our reserve yesterday was in excess of 60
per cent and our earnlng assets had run down somewhat
from high point. As a result we authorized the Federal
Reserve Bank of New York to purchase for our account
$7,000,000 of Government securities. Two million dol~
lars of these obligations were purchased from another
Federal Reserve Bank and the remaining amount in the
open market.

Ve are grateful to the Board for its action
in this connegtion.

Very truly yours,

%/%W/”w/

Governor ‘;' chg|v E:D
‘_4' wile

BAM EMo
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Octodber 4, 1933.

Dear Governor MoKimey:

I submitted to the Pedaral
Besorve Board yesterday. In iV you etats that the Joans o the
Yaderal Ressrve Bank of Dallas have 4dscreased since Septemder
lst from approxizately $50,000,000 to less then $30,000,000,
snd you point out the necessity, or at lsast the advisadbility
of keeping your sarning assets up so as to hava sufficient
sarnings to mweet not oaly dividend requirememts but possidle
losses that may ococur in eertain sections of the Aistrict. You.
ask that the Hoard give 1ts sanotion to the Pederal Beserve Barik
of Dallas for the purchase of Governmsnt obligations of short
oaturities. .

The Foard has taken tha facts pressanted into comsideration
and agrees with you that the Tederal Reserve Bank of Dallas
should be conasidered at this time an excaption to the g=neral
rule tkat Governasnt sscuritiss shoul! not be purchased for
investaosnt, and will offer no objection, thersfore, to ths pure
chass of say $10,000,000 of suah sscurities. This conclusion
you have already received by telagrarh. The Board would prefar :
to bave you bug bille or perhaps ayen warrants but if you find X
1t necessary to huy $10,000,000 of short term Government seaur-
1tiss 1t will mske no objection. 1 may add that I understand
that the Tressury wounld a 1ittle prefer to tes

Yours very truly,

J/

Vice Govarnor.

Mr. B, A. McKinnay, Govermnor,
Federal Reserve Bunk,
Dallias, Texas.

/LL& amr» ’ 0//0/23
Digitized for FRASER

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

DECLASSIFIED

Authority ML

3

FEDLT.AL RE RVE BOARD

LEASED WIRE SERVICE
WASHINGTON

October ‘, 1943,

MoXKinney - Dallas.

Board will meks no objection to purchase by your bark of ten

million sscurities suggested in your letter of September 29th,

v st S NN S T a I L A R R AT A K NN S O

PLATT.

ANO St it ey v s e e TR T T
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October 3, 1923

Mr. Platt presented a letter dated Septemggg*ggﬁgj addressed to
him by the Governor of the Federal Reserve Bank of Dallas with respect
to the possibility of their purchasing in the open market a sufficient
amount of short time government securities to enable them to meintain
their earning assets at a proper figure, such purchases being agreed
to by the members of the Open Market Investment Committee for the
Federal Reserve System.

Upon motion, the Board voted to approve the purchase :
of short time government securities by the Federal Reserve
Bank of Dallas, subject to a conference with officials of
the Treasury.

|
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_ A
FEDERAL RESERVE BOARD 3 3z ,-'f 2
WASHINGTON
e memas marmes o T September 29, 1923,

Digitized for FRASER
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Dear kr. Platt: %d

You will recall that I spoke to you yesterday after-
noon with reference to the importance of our maintaining our
earning assets at a fairly meximum figure. As the members of the
Board will understand, our discounts rum off very rapidly early
in the fall with the result that it soon becomes necessary for us
to employ our surplus funds in outside or open market investments.
Our loans to member banks reached their maximum on September 1st, \
the amownt of these loans being approximately 50,000,000,00, E
Beginning with September 2nd, they began to run off very rapidly
and at the present time they are less than $30,000,000,00, - \
We have been able so far to purchase in the open market bankers' \
acceptances in the approximate amount of $22,000,000.00, but at
the present time we are experiencing considerable difficulty in
finding bills. I was advised by Deputy Governor Emerson yester-
day that just now we have unfilled orders to the amoumt of
$1,750,000,00, Bills seem to be very scarce. I have discussed
with uovernors Harding, Norris amd irancher, of the Open Larket
Investment Cormittee for the rederal heserve System, and also with
lessrs. Jay and ieath, representing respectively lr. tCase and
Governor i-cuougal, who constitute the other two members of the
committee, the possibility of our purchasing in the open market
a sufficient smoumt of short time Government securities to enable
us to maintain our earning assets at a proper figure. Hach of
these gentlemen authorized me to say to the soard that their com—
nmittee would favor making an exception in the case of the Federal
Keserve Bank of Lallas, and would acquiesce in our taking on these
@overnment obligations. 1 pointed out to them, and they agreed with
me, that our purchase of the necessary amount of these securities
would be negligible and in no material manner interfere with the
Lreasury's general programe

48 1 have explained to several members of the soard, the
general situation in the Kleventh rederal heserve Listrict is quite
favorable from the standpoint of general liquidation and many of
our previously extended banks are now finding themselves in a happier
condition. Iievertheless, we feel it necessary to accumlate a fairly
substantial amount of earnings in excess of expenses and dividends in
order to be able to absorb losses which we are inclined to believe will
yet materialize in connection with the restoration of our district to

N,
ZET YV /0/‘//73

|
k
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a normal status. Ve have yet some twenty-five or thirty banks
whose condition is very acute, and we are of the opinion that some
of these banks will not be able to make it through.. While pursu-
ing a policy of helpfulness and endeavoring to save every bank where
it is possible, the process of elimination must necessarily go on,
with the result indicated above. Not alone is this true, but we
believe that it is important that we do not permit our reserve
position to reach a2 very high figure for the psychological effect
it may have upon the district, encouraging a too free resort to

the rediscount facilities of the iFederal reserve banke We are en-
couraging those member banks who have retired their rediscounts
with us and whose funds are piling up very rapidly to invest their
surplus funds in bankers' acceptances and other outside investments

- to the end that they may be able to conserve their resources and

be able to meet the inevitable decline in their deposits, as well
as the seasonal demands in their respective commmities when the
next crop meking period begins. We, therefore, furnish many of
these banks acceptances out of our own portfolios, which calls for
further purchases for our own accounte.

The attention of the Board is called to the further fact
that the ballas Federal Heserve Bank 1s the only ocne of the twelve
barks whose surplus has not yet reached an amount equal to its
subscribed capital stock and, therefore, if for any reason our ac-
cumlated earnings in excess of expenses and dividends should not
be needed for possible losses, it would be available at the end of
the yesar for transfer to the surplus account, which is approximately
$1,000,000.00 less than our subscribed capital.

In view of the fact that our liguidstion in the early days
of October will no doubt bring us to the point where our earning
assets will not afford us sufficient earnings to cover our expenses

~ and dividends, I shall greatly appreciate it if the Board will give

Digitized for FRASER
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consideration at as early a date as possible to the facts detailed
in this letter, and if consistent, permit us to purchase in the open
market, say ten or fifteen million dollers of Government obligatioms
with short maturities, advising me by wire at Lallas of its action.

Very ours,

Be A. McKinney, Governor,
Federal Reserve Bank of Dallas.

Hon. Edmund Platt, vice Governor,
Yederal Reserve Board,
Washington, D. C.

Federal Reserve Bank of St. Louis
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- Formg No. 181. /
FEDERAL RESERVE

Office Corresp ) _ce ™%

To Nr, Cunningham

€,

Date_Sept ember 19, ,1923.

333+ j{ ,,,’

L Subject:

FTOIILN ST o o
2—8495

¢ morning, it was voted to refer
Market Policies,of which you are a
#t thereon to the Board, the following

recommendation of the Fedpral hvisory Council:

"Recormen fptfon No. 1: The Federal Advisory Council
has gonsidered sarefully the letter from the Under Secre-
tary of the Treasury to the Governor of the Féoeral Reserve
Board dated August 3, 1923, suggesting a certain differen-
tial between the redisc uplt rate for commercial paper and
the open market rate for/ba kers' acceptances aud &pproves
of the principle, but ig of the opinlon that the time is
not opportune to incregse the existing differential rate
to the extent suggested.™
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230 SOUTH LA SALLE STREET

OFFICE OF THE GOVERNOR

August 16, 1923.

¥r. 4. C. Miller,
c/o Federal Reserve Board,
Washington, D. Ce

My dear Mr, Miller:

I have recelved and carefully read the copy
of Mr. Gilbert's letter addressed to the Governor of the
Federal Reserve Boa/fd, enclosed in your 1etter of the
14th instante.

eyt e T
R

The views expressed with respect to the subjects
of open market rates, rediscount rates and their relationship
toward each other, it seems to me, have a great deal to commend
them.

We shall give the same very careful consideration
In enticipation of the subjects being presented at the next
meeting of the Open Market Invesiment Committee.

Very truly yours,

o "/jﬁ’}%u . .
T Governor. P
i

REGEIVIS
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' Fl G J, 8 £.3
FEpERAL RESERVE BANK OF CLEVELAND CRPAIION
 MR.A O MULER

OFFICE OF THE GOVERNOR

August 17, 1923,
Dr. A. C. IIiller,
¢/o Federal Reserve Doard,
Woshingbon, D. C.
Deor Sir:

&

Vour letter of Aupust léﬂ/;ith en-
W ’

closure, addressed to CGovernor Fancher, is re-
ceived during “he Governor's absence from the
banke e is awey on his vecsation, and will
return about the first of the month, at which
tinme your letter will rcceive hils prompt at-
tention.

Very truly yours,

Governdr Fahéh
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L OEIVED

CAUG TS
CFFIVMOF

FEDERAL RESERVE BANK

OoF NEw YORK

Attention of Mr. Miller. = ' August 16,1028+ -

Sirs:
In the absence of Mr. Case I acknowledge receipt of

your letter of August 14 /addressed to him, with which you enclosed

copy of a communication from the Under Secretary of the Treasury
on the subject of open market rates and rediscount rates at Federal
Reserve banks and their relationships.

I shall be pleased to see that this matter is brought
to the attention of the officers of the bank who are intersested,
as well as to Mr, Case's attention upon his return.

Respectfully,

L. F. SAILER,
Deputy Governor.

Federal Reserve Board,
Washington, D. C.
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sagest 14, 198,

Dogr lir. Casal

I = enclosing for your inlost ion oand
for thn conalderation of the (pen larket Imvestnant
Tolicy Ceamittee at fts paxt peeting cony o a cuge

F-5-2 3 e 53L.03

mmieationtad@.msaad to the ARgvornor o7 the Yedernl

Resery: Noard by the Under “scrotury of the Sronsury

on iha sudjost of Sm*x ket rates and rediseomst

rates 2t Fodoral Neserv: Badte and thuis rolatismomin,
Believe us,

Yary truly rours,

i losure.

Mre Je He Qase,
Asting dovernor,
Faderal Reserve Bank,
How Tork Clity.
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Augnnt 14, 1923,

Dear :ve iebougal:

Loma enclosin: for your infermation and

?or the cousideration o the (men liarket Investment

8 - '4~ e f‘? i-» fr} &,
mmicmioni addressed %o t.:w vermr 0“ the Poderal
/"wb
Reserve Bomrd by the Under Secretary of cthe Treasury

Solicy \,Olrmittue hm 12.3 naxt melting’ ¢opy of & COmMe

on the supjecti ¢ Bpen muritsl rates and rediscount
rates at Pouersl Hoserve Darge apd their rolatiomshin.
Believe me,

Yexy truly yowrs,

Enclosura,

Ure Je Be MoDowgal,
Governor, Federsl Reservc Bani,
Chioago, Ill.
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Avgust 14, 1923,

Dlear Br. funcher

1 om enclosing for your information and
for the cmsiderstion ¢f the Opon Murket Investment

U d BBA0F

Policy Coxmittee at/?t: next moeting eopy of a oom~
to the Covermor of the Federal

ms.aaugj8£g.&s3nci
Reserve Board by the Undsr Secrotary of the Tremsury
on the subject of opon market ratos and Mwmt
ratos ot Pederal hHesarve Banks and thelr relationshive

Relieve 08,

Yeory truly yours,
Snelogsure.

re Bs Ro RWMr,
Governny, Medoral Reserve daxk,
Clﬂ?&lund, thﬂ.-
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August 14, 1623

Letter,‘datqgwéggg§gﬂg,‘1923$ from the Under Secretary of the
Treasury, enclosing copy of commmunication addressed by him to Deputy
Governor Case, of the TFederal Reserve Bank of New York, with respect
to the investment holdings of the Federal Reserve Banks.

Referred to the Committiee on Discount and Open Market
Policies.

August 21, 1923

Report of the Committee on Discount and Open Market Poliey, with
reference to the matter referred to it on August 1l4th, namely, letter
of August 4, 1923 from the Under Secretary of the Treasury, enclosing
copy of communication addressed by him to Deputy Governor Case, of the
Federal Reserve Bank of New York, regarding the investment holdings of
the Federal Reserve Banks; the Committee reporting that no further
action by the Board is necessary at this time,

Noted.

ttp://fraser.stlouisfed.org/
Fﬁederal Reserve Bank of St. Louis
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Form No. 18L.
FEDERAL RESERVE.

Office Corresp i1.de.ace =~ = e ikt 14. 1925,

Tolire miller, thairmen, Committee on biscount Subject: S ' _
and Upen ngrket rolicy ‘ .

From_kr. Hoxton - o o T 2 WY / |

/'/

“{/"&j’ ~ At the meeting of the rederal ueserve Board this morning,

- 28406

2T 3. —_{“g -1

the attached letter ffom the Undersecretary of the ireasury,
enclosing copy of a eommmunication addressed

/ dated Augus
by him to Deputy Governor Case, of the Federal Reserve Bank of
¥ew York, with respect to the investment holdings of the Federal
KReserve banks, was referred to the Committee on Discount and

Open karket Policye. M

AT BOARD MEETING
AUG 211923

™ CwNf
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gmt 6, 1923,

By dosr Hr. Gildors:
1 have noted with keem mumzwxuurum

h é}&mm the possibility of the Opan Rarkst cparations

Digitized for FRASER

voing enterod upon agnin hy the Federml Rescrve Banks if
the sarnming capacity of the bauks should be threstemed to
an extent whish ehould prevant the banks from saraing their
apansos. I golte agree with you in your viows in ihis
raspect.

I bog to advise yom that your lettexr will de brought
to thw atteation of the Bourd with a copy of your lot tar to

Governor Cune.

Vary truly yours,
(Bigned) L. K. Crissinger,

GUrernos.

Bon, Se Pe Gi1ders,
Under Ceoretary of the Trseswry,
Yashington, De G.

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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THE UNDERSECRETARY OF] 'ﬁgg’QR‘gAggg%Ds SEEI’;O“?N;
WASHlNGTOl# FEB 6 1958 44,

233, - Loy

Dear Dr. Miller:
I am enclosing herewith for your informationa
a copy of my letter of this date to the Governor of the
| Federal Reserve Board, together with a copy of my letter
of August 3rd to Deputy Governor Case of the Federal Re~
serve Bank of New York, all with reference to the investments
of the Federal Reserve Banks.

Very truly yours,

TN

S. P, GILBERY, Jr.,
Under Secratary.

Hon. A. C. Miller,
_Federal Reserve Board,
Washington, D. C.

2 enclosures

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




Reproduced from the Unclassified / Declassified Holdings of the National Archives

DECLASSIFIED

Autority () /2.95°F

Anguat 4, 1923,

My dear Governor:
I sm enclosing herewith for your information a copy of my

letter of Augwet 3, 1933, to Deputy Governor Cass of the Federal Re-

serve Bank of New York, as Aoting Chairmen of ‘he Committes of Governors

on Open Market Operations, with respoot to the investment holdings of

the Federal Reserve Bamks. It will, ia ny judgami, require constent
vigilance on tho pert of both the Federsl Reserve Board and the Come

nittes of Governars to save the Federal Resserve Systen from a repetitien

of the unforturmates experiences of the first half of 1982. AL presemt X
the position is well liquidated, and the matter is under oontrel, but

85 8002 as earning assets fall low enough to threaten expemses and dividends
there will be renewed offorts on the part of at least some of the Federal
Reserve Bamks %0 save thmmselves by investing im Govermment securities |
and socepteness without regard to the effect on the gemeral oredit situa-
tion.

Very truly yours,
?. Gilpert Jr.
(Siﬁ“ed) .

Se Po GILBERT, Jr.,
Under Secretary.

Hon. D. R, Criss »
Goverpor, Federal Reserve Board,
Mmﬁ’ DO c.

Digitized for FRASER P MBosur e
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August 3, 1923,

Dear Mr. Case:

I received your letter of July 12, 1923, and have exsmined
with interest the molosed statement showing comparative figules as te
holdings of Government ssourities by the Federal Reserve Banks on July
3, 1928, and various other days during the past year. it is a remerk-
able showing, partiocularly when one remembers that out of the present
holdings only about $50,000,000 represent investment holdings,- the
others beling held under sales oontraots or representing old purchases
of Gworhnent bonds. The position has been well liguidated and is
now under control. That of itself will help to make the discount
rate more effective when the time comes.

I hope that it will never again be possible for eny Federal
Reserve Bank or Banks te run up a situation like that which developed
in the first half of 1922, and that if anything of the sort ever threatens X
again the Committee of Governors, mad if necessary the Federal Reserve
Board, will step in and stop it before it gets #tarted. I am afraid
that if the Federal Reserve Banks were left to themselves many of the
Governors would be off again on a frolic of their own whenever their
earning assets began to fall. All of them have gone along well with the
Committes, dut I suspect that meny of them are wtill quite wredeemed.

| M Yeory truly yours, |
(signed) S. P, Gilbert, Jr.
J. H, Case, Esq., Undor Secretary.
Aoting Governor, Federal Reserve Bank,

New York, N. Y.

Digitized for FRASER
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WASHINGTON

August 4, 1923.

My dear Governor:

I am enclosing herewith for your' information a copy of my
letter of August 3, 1823, to Depu;by Governor Case of the Federal Re-
serve Bank of New York, as Acting Chairman of the Commitiee of Governors
on Open Market Operations, with respect to the investment hcldings of

T B SRR
the Federal Reserve Benks. It will, in my judgment, require constant

i sty

vigilance on the part of both the Federal Reserve Board and the Com-
nittee of Governors to save the Federal Reservs System from a repetition
of the unfortunate experiences of the first haelf of 1822. At present

the posi'tion is well liquidated, and the matter is under control, but

as soon as earning assets fall low snough to threaten expenses and dividends

there will be renewsd efforts on the part of at least some of the Federal
Reserve Banks to save themselves by investing in Govermment securities
and acceptances wlthout regard to the effect on the general credit situa-

tion.

W : Very truly yours,

-

S« P, GILBERT, Jr.,
Untter Secretary.

Hon. D. R. Crissinger,
Governor, Federal Reserve Board
Washington, D. C.

3

1 enclosure et b %/13
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COPY

August 3, 1923.

Dear Mr. Cese:

I received your letter of July 12, 1923, and have examined
with interest the emclosed statement showing comparative figukes as to
holdings of Govermment securities by the Federal Reserve Banks on July
3, 1923, and various other days during the past year. It is a remark-
able showing, particularly when one remembers that out of the present
holdings only about $60,000,000 represent investment holdings,~ the
others being held under sales contracts or representing old purchases
of Government bonds. The position has been well liquidated end is
now under control. That of itself will help to make the discount
rate more effective when the time comes.

I hope that it will never again be possible for any Federal
Reserve Bank or Banks to run up a situation like that which developed
in the first half of 1922, and that if anything of the sort ever threatens
again the Committee of Governors, and if necessary the Federal Reserve
Board, will step in and stop it before it gets atarted. I am afraid
that if the Federal Reserve Banks wers left to themselves many of the
Governors would be off again on a frolic of their own whensver their
earning assets began to fall. All of them have gone along well with the
Committee, but I suspect that many of them are still quite unredeemead.

Very truly yours,
(8igned) S. P. Gilbert, Jr.
J. H, Cage, Esq., Under Secretary.

Acting Governor, Federal Reservs Bank,
New York, N. Y.
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< THE UNDERSECRETARY OF THi REASURY

September 16, 1922.

TO DR. MILLER:

In accordance nith our conversation, 1 am
attaching a copy of a confidential letter dated
September 13, 1922, which I have sent Governor

Strong, 1In order to raise again the question as
to Federal Reserve Bank investments in Government
securities* | have not yet had any reply from

Governor Strong.

SPG SMG
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pepbember 15, 1988,

iy dear GovemoXs
I amwriting %0 you ss Chalrman of the Committee of

govsmors t0 suggest that sooordig %o the Trsasury's view of the
situstion 1% would te helpful m ht ﬂm Septomber oth oertifie

A T i s

S e e,

m&as af m‘amw mm m iam hav m F@&ml ﬁswﬁm W&

e L

in im;r m;mxmm run off without nmmm i %@

mnm before we eny flgures as to how maby Septanber 1Bth core
tificstes are held by the Federsl Leserve Jwnlm, bat as 1 TR R
stand 1t, the eggregete amount, while Lfalrly substentiel, is unot
safficdently lovge 0 mulic the fallure to relowest the groceeds
iely to osmse eny disturbsce in the momey market. Tere are 8
@od many evicenoes that the myliet wmp@fﬂmﬁ !x an Mﬁa@@mu .
kow, and on this acoount. 1t seoms Yo we aven 1OFe NOGESEAYY NOW
than 1% hus ceened on eariler maturities %o Int the Pederal Reeerve
Banks' {nvestmenta run off without relwrestment,
Chis loada w0 Yo sugsest sgoln what I segeested in the
gpring to the Federal Resorve foard end, I thisk, $0 you, namely,
‘ | that It would e heipful $0 the zoneral situatiss 1f the Federsl
Resprve Buks would usdertel® a m Shorunghgolng progrem of ligma

'M£m‘ M mgr @mmﬂ semiw koldinge and, st the spwe sm,

mmyag ﬁmir a@w«w Ma, This m&ﬁ tend to areate lower retes
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for money without resulting in easy memey, snd while the with-
drawal of funds from the market tiuough the resals of the Govern-
ment  ssourities might o expected %o result in soxe berrevings
from the Federal Haserve Baxks by membey baniks, this barrewing,
oven though at a lower rats of discount, would probadly uot amcuat
to as msh as the total of securities seld snd would have mwere
relation to the sotual wecessities ¢f the marms. Lven under the
omtralized contyol which has been estadlished, purohases ef Covern.
nent securities by the Federsi hweserve Huoks sxe still, it seexs %o ‘
8, xovermed by what the buaks bulleve $0 be thelr meeds fer re
poses of sarnings, with the result thet Wo smmunt of momey rorced
inte the murket through the mroiwmes of Govermmnt securities is
Bore or less arbitrery smd without reistiocn to the sctual dewand
for fumdis.

Very wuly yours,

S. P. Gw Rﬁ" “"
Under Secretary.

Denjamin Strong, Esq.,
8/o Federal Reserve Rank,
15 Nasswa 38reet,

How Yﬁm He Yo

s ik

Federal Reserve Bank of St. Louis
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My dear Governor:

I teke it that there is no immsdiate occasion at this time
to consider possible sdvances in the discount rates of the Féderai
Reserve Banks, but it is conceivable that some such occasion may
arise in the not distent future, and I om therefore writing to suggest
a method of approach to the problem which it seems to me ﬁas not been
sufficiently considered in the past. I refar perticularly to the
possibility of establishing a different rste for discounts at the
Federsl Reserve Banks rerresanting the ordinary line of credit loans
to commercisl banks, as distinguished from paper of prime liguidity
which hes at the same time a recognized open market, as, for example,
benkers acceptances and short-time Treasury certificates of indebted-
ness. The Federsl Reserve Bunks now are proceeding generally on the
basis of a uniform discount rate for all classes of paper, with a
special buying rate for bankers acceptences. I take it that there is
nothing sacred, however, in a uniform rate, and it is menifest
that any uniform rste necessarily fails to take into account the dif-
ferences existing between different classes of papér. The most funda-
mental difference, which is much better recognized in Englond and is
coming to be recognized in this country, is that between paper wkhich
has a recognized ststus in the open meriket, like bankers acceptances

and Treasuny certificates, =nd paper like customers' loans at a bank

[N A,
Digitized for FRASE/ VC';’\ .
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which has no market status snd cannot be resdily testeq by the open
market.

There is a growing reslization in the Federsl ﬁeserve System
of the irmportsnce of the open market powers of the Federal Ressrve
Banks, and wiﬁh that, it seews to me, there nust come a better recog-
nition of the fact thst the woy for the Federsl Reserve Bsnks to bring
their operations into relation with the general credit situation is
through en open market policy divorced entirely from any question of mek-

ing enough earnings to meet expenses and dividends, and bosed instead

on the morket's need for credit. There has zlready been much progress
along this line. TFor some yesrs pust the Treasury has been engaged in
developing san open morket for T;easury certificates of indebtedness, and
there is now, and for scme time back has Peen, an active open market, re-
flecting accurately the investment values of Treasury certificates as li-
quid short-time securities and at the same time ensbling the Treasury
to adjust the terms of its successive offerings to meet actusl market con-
ditions. The Federsl Reserve Banks ot the same time hove been engaged in
an effort to estsblish a market for bankers acceptsnces and have achieved
some success, though frequently the buying rate at the Fadercl Reserve
Banks has been so low as to undersell the open market, lesving the Federal
Reserve Banks practically the only morket for acceptances. More could be
sccomplished if the buying rste for acceptances were kept up to the mar-
ket, and I understund the Centrsl Committee of Governors on open market
operations has been giving some study to tnis side of the problem. At sny
rate, both the Treasury snd the Federul Reserve Bonks have hed sufficient

experience with Treasury certificates ond benkers acceptances to lmow
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that an open moerket con be successfully developed for both classes of
securities, and that if free of artificial influences this market will
constantly reflect the true position of the securities snd afford free
play, through purchases s=nd sales of certificates and acceptances, to
changes in the credit situafion.

The further development of the open market for certificates and
acceptances offers, it seems to me, the best opportunity in the world
for placing the Federal Leserve Banks inmaﬁnmthing of the same relation
to the market here that the Bank of England holds to the bill market
over there, leaving the Federal Reserve Banks to deal, like the Bang of
England, with only the marginel demand for credit. The bpen‘market, in
other words, would act as a kind of balance-wheel between the banks and
the Federsl Reserve Banks. Danks in the financial centers would hold
in their portfolios reasonable smounts of liguid short-time securities,
like Treasury certificates ond bankers acceptences, and when in need of
funds would sell certificates or acceptances to the market before hav-
ing recourse to the Federal Leserve Banks{ The market would normally
absorb the certificates or acceptances thus sold, probably through sale
to 2n investor or to another bank havingran excess supply of funds, but
in the event of o real lack of credit the market itself could epply te
the Federal Reserve B;nk, thfough a sale of certificapes or acceptances
to the Federsl Reserve Bank under its open masrket powers. To some ex-
tent this is already what hoppens in the principsl financisl centers un-
der the present system, but it bresks down in 3 situation where wember
bsnks, without hsving recourse to the market, cen get funds from the

Federal Reserve Banks onthe same terms by discounting with the Federal

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED

Authority &w&_

~l- X-3807
Reserve Banks customers! notes and line of credit losns which have
no standing in the open market. Under this system discounts of
customers' notes are almost always made at a rate lower than the
going rate for such paper, while sales of certificates or bills to
the Federal Resecrve Banhs; which nust be regarded for practical p ~
poses as only another form of discount, will probably be made at about
the open market rate, unlaess ithe Federal Reserve Baonks themselves cut
in under the open rarket by ostablishing artificially low buying rates
for bills. There is no resl vecognition given to paper enjoying an
open market, and what has been done in the name of encouraging the mar-
ket for acceptences has frequently tended to destroy it.

The remedy, it seems to me, would be to establish the rate of
discount on customers’ notzss and line of credit loans at a sufficient
figure, say, 1 per cent Ligher than the rate on Treasury certificates
snd bankers acceptances, to match the going rate on commercial psper
and give a differentisl in favor of paper which has independent staond-
ing in the open market. This would encourage the development of the
open market and bring the banks more and more to resort to the open
market for certificates and acceptances as a means of Securing necsas-
sary funds or of employing funas temporarily idle. At the same time
it would tend to give an outside check on the credit policies of the
Tederal Licserve Banks snd through the inevitable relations that would
arise between the banks and the market would keep the Federal Reserve
Tanks more on their mettle in the development of these policies.

. The suggsstion offers particularly interesting possibilities
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in case there should be a situation calling for‘én increase in»dié;
count rates, for it would moke it possible to recoghize, as tha_dff
ficial Federal Ieserve rate, the rate on ascceptances and cértifﬁcates
of indebtednsss, witi™fthe proviso that the rate of discount on cus-
tomerst notes and line of credit loens would be, say, 1 éer dent
higher than the established rate. This would recognize the essential
differences between ths two classes of paper, would bs a perfectly»
safe distinction in view of %the liquidity of the paper and the inde-~
pendent open market which it would enjoy, and would make th@ Federal
Reserve rate more nesrly comparable than it has ever besn before to
the discount rate of the Bank of England. Incidentally, it Wbuld
have the psychological advasntage of leaving one official rate af the
relatively lower figure, with 2 higher rate applicable to discéunté
of line of credit loans, which aré handled ordinarily by banks in-
practically all sections of the country at a rate considerably higher.
than the open markét rate on certificates and dcceptanpes."The
differential would thus accord with the facts. ZEven now, fof examplé,p_:
with a Y% per cent discount réfe,-it is thé.general ﬁract;ce bf‘banké-
to charge around'é% per cent to their customeré} and in many cases
much meore than this, whether in the fdrm~of direct interest gha?gas
or through incidental charges in the form of commissions, fixed
deposits, and the like.

A recognition of the differences between paper enjoying an
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independent open market, like certificates and bankers scceptances,
and customers' paper or line of credit loans by banks, on the other
nand, would give the Federal Leserve Berks much more effective con-
trol over the general credit situation, would put their rates into
better relation with ithe going rates on the different classes of
paper, and would ensble them to exercise such control as might be
necessary through increaning tiwir rates without at the same time
prejudicing the copen merket wnich has been built up for both cer-
tificates and acceptances. To put it znother way, it gives the
Federal Reserve Banks the opportunity to establish their rate st or above
the nmarkat without discriminating against certificates and accept-
ances. The facts are that there sre different rates for different
kinds of poper, lower ratec for acceptances and certificates and
higher rates for comnévcial paper, and uniess the Federsl Ieserve
Banks are willing to recognize these facte it will alweys be impos-
sible for them to get on top of the merket without opsrating unfairly
against certificates and acceptances. At the prescnt tiue the
Federal Heserve rate on line of credit loans is undcubtedly below
the market and just as clear.y above the market on certificates snu
acceptaonces. An increase to 5zper cent, for example, would un-~
fairly penalize certificates and acceptsnces and s tilil not much
more than meet the market on customers! notes and linc of credit
loans. Any incresas2 in rates largs enough to put the Iederal lLie-

serve rate on top of the market vats on customers® notes ond line

of credit loans would thus opsrate most unfairly ageinst certificates
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and acceptances and seriously upset the rarket for these securities
without giving Federal Reserve Banks much better control over the
general situation. If, on the other hand, the differential is
reocgnized and diffevent rates established for the different classes
of paper, it would te pussiole, by putting s higher discount rate on
customers?! notes and line of credit loans, to put Federal Reserve
rates all arocund into effective relation with outside rates and
thus accomplish what thes Foderal Reserve Banks have been hoping to
accomplish ever since their original organization.

The differsntial between the two classes of paper would
also have a direct bearing on our position in world trade and com-
merce, for it recognizes the popular character of short-time paper
like acceptances ard would rake it possible to finsice such paper at
an appropriate rate, unprejudiced by the higher rate that might be
applicable to ordinary commercial paper. This would enable cur bankers
and business men tc compete on more nesrly an equality with the
other money markats of the world, and facilitate the development of
our own market for bills.

Another thing to be said for the suggested differential in
rates is that it would keep the Federsl Réserve Banks on their
mettle, and reguire them in gll their operations to keep in the
closest touch with the market. Both the Federal Reserve System and
the Tressury would have to cxercise tho utmost caers to watch any

artificial influences operating in the market for certificates or
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acceptances, and to avoid at all costs any action on their own part
that would tend to put either certificates or acceptsnces on a false
basis of value. The market'itself will give a constant check on
these things if not subjected to artificial influences, and would
be the best test cf whecher the rates were being intelligently ad-
ministered by the Fidaral Leserve Banks.

All of these suggsctions are, of course, more or less ten-
tative and would have to ve vuidnexr developed, but I em offering them
now in the light of the Trezsury'!s experience in these matters with-
the thought that there may soon be & rezl opporitunity to consider
their application to the develcpmert of Federal Reserve policy. I
hope the Federal Leserve Boara will receive them on that basis, and
give some considérasion to their possibilities in advance of the time
when action will have o bz tcken. The term "Treasury certificates

of indebtedness", I should add, cught to be regsrded throughcut this

letter as meaning strictly what it says, end not as including other
Government securiiies 1like Liberty bonds or short-time Treasury notes.
Generally'speaking, it seems to me that Liberuvy bonas end Treasury
notes, not being at 211 in the class of short-time Treasury certificates
or bankers acceptances, and not having the sesme kind of a narketb, would
have to fall into the general classification and not enjoy arydif-
ferent rate of discount than customers' notes and line of credii loans.
Sincerely yours,

(Signed) S. P. GILBERT, Jr.,

Bon. D. R. Crissinger, Under Secretary.

Governor, Federal leserve Board,
Washington, D.C.
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'
‘ THE UNDERSECRETARY OF " . TREASURY
‘.

August 3, 1923,

TO QB. mm‘
Federal Reserve Boaxd.

I am attaching for your information
and consideration a copy of & letter which
I have sent to-day to the Govermor of the
Fedsral Reserve Board meking some rather
tentative suggestions about the relation
between the open market operations of the
Federal Reserve Banks and their discount
policy. ¢The Federal Reserve Banks now have
& uniform rate for all classes of paper,
and some of them make & great point of
keeping the raute uniform, but as indicated
in the latter to Govemmor Crilssinger, I
believe that it would beo possible to get
much better control over the credit situa~
tion by recognizing some differential
between the different classes of paper.

< «"7\_/““/%
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RECD \ RECORDS SECTION

August 3, 1923,

My dear Geovernor:

I take it that there is no immediate occasion at this time
to consider possidble advances in the discount rates of the Federal
Reserve Banks, but it is oenceivable that same such ocomsion may
arise in the not distant future, and I sm therefore writing to suggest
e method of approach to the problem which it seems to me hes not been
suffieiently considered in the past. I refer psrtiocularly to the
possibility of establishing a different rate for discounts at the
Federal Reserve Banks rspresenting the ordinary line of credit loans
to commereiel banks, as distinguished from paper of prime limidity
which has at ths same time a recognised open market, as, for eaxample,
bankers acceptances snd short-time Sreasury certificates of indebted-
ness. 7The Federal Reserve Banks now are procesding gensrally on ths
basis of a uniform discount rate for all olasses of paper, with a
special buying rate for bankers acceptances. I take it that there is
nothing sacred, however, in a uniform rate, and it ig manifest
that any uniform rate necessarily fails to take into ascount the dif-
ferences existing between different classes of ‘pnpc. The most funda-
mental differense, which is much better roeog;;nd in England and is
coming to be recognised in this country, 1s that between paper which
has a recognised statue in the opin mearket, like bankers acceptances

and Treesury eertificates, and paper like customers' loans at a bank
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which has ne open market status and eamnot bo readily tested by ths open
market.

There is s growing realisatien in the Pederal Reserve System
of the importanse of the epen market powers of the Federsl Reserve
Banks, and with that, it eeems to me, there must come a better recog-
nitien of the faot that the way for the Pederal Reserve Banks to bring
their operatiens into relation with the general aredit situstion 1s
through an open market poliey divorsed entirely from any question of
making snough earnings to meet expenses and dividends, and based instead
on the market's need for oredit. There hes already besn muoch progrees
mlong thia line, For some ysars past the Treasury has beemn oﬁgagod in
developing an epenvmarket for Tressury eesrtifiocates of indebtedneee, snd
there 10 now, and for somo ¢time hack has been, an astive epen market, re-
fleoting acourately the investment values of Troaswry certificates se li-
quid short-time geourities ani at the smne time enadbling the Treasury
to adjust the terme of its sucesseive of ferings to meet actual market eon-
ditions. The Federal Reserve Banks at the eame time hmre beon engeged in
an effort to establish a market for bankers asceptances and have ashieved
sene sucsess, theugh fresquently the buying rata at the Federal Reserve
Banks has been so low as to undereell the open market, leaving the Fed-
oral Reserve Banks practically the only market for accepbances., More could be
sccomplished if the buying rate for acoeptances were kept mp te the mar-
ket, and I understand the Central Cormittes of Governors on open market
operations has been giving some study to this side of the prodlem. At any
rate, both the Treasury and the Federsl Reserve Benks have hed suffickent

sxperience with Treaswy certificetes and bankers acesptancss to Imow
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that an epen market csn de successfully developed for both classes of
securitiess, and that if free of artificial influences this market will
constantly reflect the true position of the securitises and afford free
play, ﬂxrouqlfpureh:u and ssles of oertificates and acceptances, to
changes in the oredit situation,

The further development of the open market for certificates and
acceptances of fers, v‘it seens to me, the best opportunity in the world
for placing the Fedsral Ressrve Banks in scmething of the ssme relation
4o the market here that the Bank of England holds to ths bill market
over there, leuving the Federal Ressrve Banks to deal, like the Bank of
Englend, with only the marginsl demand for eredit. The open market, in
other wards, would eot as s kind of b@lnnco-vwhu’l bet wen the benks and
the Federal Reserve Banks. Banks in ths financial oentsrs would hold
in their pertfolios reasonable amounts of liquid short-time securitiss,
like Treasury certificates and bankers acceptances, aml when in need of
funds ﬁxld sell certificates or acceptances te the market befere hav-
ing recourse to the Federal Reserve Banks., The market would normally
abserd the certificates or acceptances thus seld, probably lthrw;h sals
to an investar or to another bank having an exoess supply of funds, but
in the event of a real lack of oredit the market itself ecould apply te
the Federal Reserve Bank, through a sale of certificstes or acoeptanses
to the Federal Reservs Bank under its open market powers. To some ex~
tent this is already what heppens in ths mrineipal finsncial centers un-
der the present system, but it breaks dowm in s situation where member
banks, without having resourse to the market, can get funds from tho
Federal Reserve Banks on ths same terms by discounting with the Federal

Ederal Reserve Bank of St. Louis
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Reserve Banks customsrs’ notes and line of eredit loans which have

ne standing in the open market., Under this systean discounts of
customers' netes are almost always made at a lower rats than the
going rste for such paper, while sales of certificates or bills to

the Federal Reserve Panks, which must be regarded for practical pur.
poses as only another form of discount; will probably be made at about
the open market rate, unless the Federal Reserve Banks themselves out
in under the open marked by eetablishing artifioially low buying rates
for billse There iz hn:pend recognition given to paper snjoying an
open market, and vhat Ims been dons in the name of ecouraging the mar-
ket far acceptances has frequently temded to destroy it,

The remedy, it seems o mes, would be to establish the rate of
discount en ocustomers' netes and line of oredit loans at a suffieient
figure, say, 1 per oent higher tham the rate on Treaswry certificates
and bsnkers acceptances, to mateh the geing rate on commercial paper
and give a differential in faver of paper which has .lndopendouh stand -
ing in the open market. This would encourage the development of the
open merket smd bring the banks more and more ts resort to the opm
market for certificates and acceptances as & means of securing neces-
sary funds or of employing funds temporarily idle. At the same time
it would temnd to gi.vo s outside chesk on the aredit polddies of the
Federal Reserve Banks snd through the inevitable relations that would
arise between the banks snd the market would keep the Federal Reserve
Banks more on their mettle in the development of thess policies.

The miggestion offers particularly interesting possibilities

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

http://fraser.stlouisfed.

DECLASSIFIED

Authority £() /2. 958

T

in onge thers should be a gituation calling ft;r an increass in dle~
cant rates, for it wonld nmke it possible to recognize, as the of-
ficial Federal Reserve rats, the rate on acceptances snd certificates
of indebtedness, with the uroviso that the rate of discont on cus-
tomsrs' notes and line of credit loans would be, say, 1 per cent
higher than the esteblighed mate. This would recognize the essential
differences between the two clagses of paper, would be & perfectly
safe distinction in view of the liguidity of the paper and the inds-
pendant open market which it would enjoy, and would make the Fedsral
Reserve rate more nsarly coupsarable than it has ever desn before to
the discount mate of the Bank of Fngland. Incidentally, it waald
hayve the paychologicnl advantage of leaving one officisl rate at the
relatively lower filgure, with a higher rate applicable to discaunts
of 1ine of credit loans, which are handled ordinarily by banks in
practically all sestions of the country at a rate considsrably higher
than the open market rste on certifioates and accepiances. The
differential would thus accord with the facts. Even now, for exmmple,
with a 4§ per oent discount rete, it is the gensrul practice of banks
to charge around 53 per cent to their customers, and in many casss
mach more than this, whether in the form of dirsct interest chqrgn
or through incidental charges in the form of commissions, fixed
deposits, and the like.

A recognition of the differences between paper snjoying an

org/
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independent open market, like certificates and baniers acceptances,
and customsrs’ paper or line of oredit loans by banks, on the other
hand, would give the Federal Reeerve Banke muoh more effective con-
trol over ths genernl oredlt situation, wonld put thsir rates into
better relation with the going retes on the differsnt classes of
paper, and would enable them to exerciss such control as might be
necessary through inoreasing their rutes without at the surw tioe pre-
Judicing the open markst which has been built up for both certifi-
cates and accepsances. To put it another way, it gives the Fedemil
Reserve Banks tho opportunity to establish thofr rate at or above
the markst without discrinminating againat certificates and acoept-
anoces. The facts are that thers are different rates for differensg
kinds of peper, lower rates for accentances and certificates and
higher rates for commercisl paner, and unless the Federal Resarve
Banks are willing to recogniso theses faots it wnl‘a.lways be impoe-
‘ sible for them to get wm top of ths market withont operating unfairly
against oertificates and acceptances. At the present tims the
Yederal Reserve mate on line of credit loans is undoudtedly delow
the market and just as clearly above the mmrket on certificates and
acceptances. An increase to 5§ per cent, for example, would un-
fairly penalise certificates and ascceptances and still not zuch

more than meet the market on cuatomers' notes and line of credit
loans. Apy increase in rates large enough to put the Federal Re-
serve rate on top of the umrxet rete on customers' notes and line

of credit loans would tiths operate mwst unfulrly against certificates
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and acceptances and seriocusly upset the market for these securities
without giving Federal Bessrve Banks much better control over the
goneral situation. If, on the other hand, the differential is
recognized and diffsrent dates established for the different classes
of paper, it wozld be possible, by putting a higher discount rate on
customars' notes and line of coredit loans, to put Federal Reserve
rates all around into effective relation with cutside rates and
thus accomplish what the Federal Reserve Banks have been ping to
accomplish ever since their orig‘inal organization.

The differenticl between the two classes of paper would
alwxo have a direct bearing on our position in world trade and com-
nerce, for it recognizes the popuiar charscter of ghori-time pmper
l1ike acceptances and would wake it possible fo finanse sush paper at
&n appropriste rate, ungrejudiced by the higher rate that might be
applicable to ordinary commercial paper. This would enmable our bankers
and business men Lo compete on more nearly an equality with the
other money mirkets of the world, and facilitate the developwent of
our own market for billa.

Another thing to be said for the suggested differential in
rates is that it would keep the Fedsral Reserve Banks on their
rektle, and require them in all their opsrations to keep in the
closest touch with the mmrket. Both the Federsl Reserve System and
the Treamury would have tc exercise the utmost care to watch ary

artificial influences cperating in the merket for gertificates or
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scceptances, and to avoid at all costs any actiom on their own part that
would tend to put either certificates or mpmxui on & Dalse dasis of
valus. 'The market itself will give & constant cheok on these things if
not subjected to artificial influsnces, and would be the best teet of
wihether the rates were being intelligentiy administered by the Fedsral
Re garve Banks.

All of these suggeatians are, of course, more or less tentative and
woald bave to0 be further developed, dbut I am offering them now in the
1ight of tho Treasury's experisnce in thess matters with the thought that
there may soon be & real opportunity o coneider their appliocation to the
dsvelopmant of Federal lbnm‘puucy. I hope the Tederal Beeorve Board
will reosive them on that basis, and give some coneideretion to their
possibilities in advance of the time whan action will have to be taksn.
The term "Treamry certificates of indebtedness®, I ashould add, ought to
be regarded throughout this letter as meaning etrietly what it eays, and
not ag including other Government securities like Liderty bonds or short-
time Treagury notes. Genemlly speaking, 1% ssems to wme that Liberiy
bonds and Treasury notes, not being at all in the class of shortetime
Treasmary certificates or builun acoepiances, and not having the sene
kind of & market, would have to fall into the gerersl classification and
not enjoy any different mte of discaunt than customere' notes and line
of aredit loaans.

Bincerely yours,
(Signed) 3. P. Gilbert, Jr

Hon. D. R. Criuinmr, 8. P. Gm. Jr..
Governor, Yederal Reesrve Board, Undsr Secretary.
'Imn‘teﬂ. D. C.
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1

Letter, dated July BOﬁh, from the Federal leserve Agent at Dallas,
with reference to conditions in the Eleventh District, and requesting
approval of the Board to completing an arrangement with the Federal
Reserve Bank of New York to sell $1,232,000.,00 of U, S. 3% Conversion
bonds to the Federal Reserve Bank of New York on a 4% basis, with a
repurchase agreement, before actually rediscounting with other Federal
Reserve Banks. Mr. Talley also inguired whebther the Board has in mind
any minimum ratio to which the Federal Reserve Bank of Dallas should
permit its reserve to drop before rediscounting paper with other Federsl
Reserve Banks.

The Secretary was instructed to advise Mr. Talley by wire

that the Board will interpose no objection to the completion of
the arrangement with the Federal Reserve Bank of New York in the
metter of the sale of the U, S, 3% Conversion bonds above re-
ferred to, and further to advise Mr., Talley that the Board is

of the opinion that the Federal Reserve Bank of Dallas should
not permit its combined reserve ratio to drop below 40 per cent,
but should at that point apply to the Board for permission to
rediscount with other Federal Reserve Banks.
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FEDERAL RESERVE BANK SRR e ¢

. ' OF NEw YORK
) ,
/ July 12, 1923,

Dear Governor Crissinger: -
It occurs to me that you may be interested in looking over a com-

parison of the Government aecurlty holdlngs of the Federal Reserve banks

BAEIER F T gy PP ey,

e BT TS e, —

as at the close of business July 3, 1923, w1th various other periods during
the past year. .

fou will note that the free inye;tmenta in Gevernment securities are
down to $53,000,000., Miscellaneous holdings, covering various funds, are
$24;000,000., and Sales Contracts $16,000,000., the sggregate of the three
amounting to but $94,000,000.

The Iast sheet makes a comparison of the items comprising the earning
asgets of the System, July 8, 1923 and April 4, 19235. The interesting com-
parison to be made there is that there has been & reduction of $204;000;060.
in holdings of acceptances and Government securities, and an increase in
direct borrowings of $234,000,000., so that while the tetal earning assets in.
the System are up te $1,22%,000,000., 75 per cent or more is in the form of |
direct loans to member banks, This, I think, places us in a much better
position if it should seem desirable this autumn te recommend an increase in
our discount rate.

Very truly, yours,
o S

J. H. Case,
Deputy Gavernor.

Honersble D. R. Crissinger,
Governor, Federal Reserve Board,
Washington, D. C.
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COMPARISON OF THE GOVER'MFNT SECURITY HOLDINGS

BY MATURITIES OF ALL RESERVE BANKS COMBINED 4S5 OF

JUNE 14, 1922, APRIL 4, DAY 16, JUNE 27 AND JULYy 3, 1923

# Holdings on

*ioldinge on

s#uHoldiggs on

* Peak of Governmeni securiy holdings
*% Date when new Comrdttce was organized

Holdings on

Holdings on

June 14, 1922 April 4, 1923 May 16, 1923 June 29, 1923 July 3, 1923
Certificates and Victory
Notes matured 1922 $323,513,000 Q= Qe == ==
Victory Notes, 5/20/23 -0= 17,350 17,350 -0= 0=
¥arch 15, 1923 46,385, 500 0= 0= 0= Q=
June 15, 1923 -0 0= 1,535,000 0= ~0-
Sept. 15, 1923 0= 35,953, 500 230,000 26,000 127,000
Dec. 15, 1923 «0= 34,011,000 31,909, 500 0= -0-
Mareh 15, 1924 == 2,062, 500 1,967,000 321, 500 346, 500
Treasury Notes 120 600 117,550, 500 110,624, 600 65,884,100 52,823,100
TOTAL $490,496,100 $189,594,850 $146,283,45 $66,230,600 $53,296,600
Misc. Gov't Bonds 45,792,000 39,082,910 31,919,060 24,859, 580 24,391,630
Pittman Aot Certificates %5, 500,000 Q= ol Q= Q=
~ Sales Contracts 17,984,750 10,471,350 10,626,800 42 9 16,976,630
AGGREGATE $629,774,850 $239,149,110 $188,889, 310 $134,040,130 $94,664,860
== =raTTr=res e Trmmm——

AAAISSVTOAQa

£ .56 27 02 fuopny

—

|

SOAIUOIY [eUOleN By} JO SBUIPIOH PalISse[aa( / PaISSeoun ay) woj paonpoiday

*#% Figures used at meeting held at Washingtom, May 23, 1923
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GOVERMMENT SECURLTY HOLDINGS OF FEDERAL RESERVE BANKS (EXCLUSIVE OF BALES CONTRACTS)
A8 REPORTED TO THE OPEN MARKET INVESTMENT OOMVIITER

ClLOSE OF BUSINE LY 3, 1923

Moy Yort Filaselphis glevelsnd  Rlemend Giowe Bt Leule Mismespedis Kesas Gity

SOAIUDIY [BUONBN 38U} JO SBUIPIOH Palisseloaq / payIsse|our) ay) oy paonpoiday

Boxton Atimnte Dallep  Sen Franeisse Tetal
Sept. 15, 1923 ~ 4}% 0~ 0= 0= $ 127,000 0= =0 0= Qe -0 ~0e -0 0 § 127,000
Des. 15, 1923 - ¢ o, 0= -0 -0 0= == -0~ -0 0w -0 0= 0= -0~
March 15; 1924 - A% ~0= -0= Qe 321, 500 0= ~0= -0 0= 0= 25,000 ~0= 0= 346, %00
Irgasury Notes |
June 15; 1924 - 5L 1,200,000 -0 -0 6,354, 500 ~0= 0= 0= 0= 6,000 Y,000 -0 4,525,000 11,992, 50
Sept. 15, 1924 = 5% 1,002,000 0= -0~ 2,337,000 0= -0- 0= 0= 10,000 2,000 0= 4,660,400 8,011,400
Mareh 15; 1925 - 4% 920,600 -0= 3,685,200 0= -0 0= ~0 82,300 506,000 5,792,300 -0~ -0= 10,986, 400
Dea. 15, 1925 - 4 3/8% 8,100 0= 10, 607, 500 0= 0= 0= 693,100 0= 0= -0- 0= Qe 11, 308, 700
June 15; 1525 - 4L -0~ 0= w0- =0 -0~ -0 16, 800 -0 0= 3,017,000 0= 0w 3,033,800
March 15, 1926 - 4% 0= 0= 2,525,000 0= 0= 0= 1,063,400 1,018,300 238,900 218, 500 0= 0 5,064,100
Sent. 15, 1926 - 4 0w =0- Q= = 0= 0= 0= 0= 0= Q= 0w 0= -0
March 15, 1927 ~ 434 0= Q= 0= 343,200 0w 0= =0e 0= 0= 1,809,200 0= Q= 2.152.409
Des. 15; 152; - 4% i =0e 205 e - =0z e . 5.000 e S 214,000 0= _ 0= m*m.
TOTAL $3,030, 700 -0=  $16,817,700 §9,483,200 -0~ -0~ 9,832,300 $1,100,600  §760,900 $11,085,800 ad 9,185,400 §53,296,600
¥igosllaneous __m,_m 1,148,750 54,300 918,400 1,340,900 _218,4%0 _4, 422‘ 1 600 _6,12,000 §.&,200 IB},GQ LaI1,500 9= W
GRAND TOTAL $3, 559,700 01.148.550 n&.ssv.ooo $10,401,600 §1,340,900 $218,430  $6,257,900 §$v,250,600 #$7,310,800 11,867,650  $1,779,500 99,185,400  §77,688,230
S ee——————— R e

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



e cadast & Lt R s e

muum .wsm's (E‘ mmm nmm: BANKS AT MSE 0" BUSIMSS MY :. 1922

San Franel soe

Beston  NewYors [Philagslphis Clevelssd [ishmond Atlaste Ghfesge Bt. lewie Nismewolts Ksssss Glty Dallas It

- 3 210,609 12) §52,063  $20,665 $112,202  $28,0128 $20, 466 $28,159 $19,533 $56,918 § 65,22

Bille disgoumted M Nt ks Besas  enere  eeass slom  ssam auss S5  agss 169 929,864
Net change 7,853¢ 4,120+ 1y, 432¢ 47,804+ 13,613+ = 23,460« 21,179- 27,751 9,079¢ 25,248¢ 14,402¢ 20,010+ 234, 93¢

1 27, 462 28,1 506 1,026 26,117 32,606 12,455 2,215 205 20,130 4,153 259,879

boseptances purehased - Moril & 0SS Mdm e nae  nps  Sae  sda 5w -0 % 10n 22,65 198,912
Ket ﬂw. 1,1010 1’.6”’ 8.3”‘ 26.”"' : 1. 1210 1"”" n. ‘“’ 6.”" 2.27,. 1”. 3.0”' ”'136‘ 60”6’.
roment . 18,826 25, 41 21,34 1,380 2,542 43,508  23,8v0 15,125 30,906 11,54 37,6 29,19
Goverment sesuriles ﬁ{? 2 mz:g; 4,82 13:33‘{ 10, 402 1,34 20 ,;my  7,2m 13,317 13,888 1,17 9.1 94,y01
Net shange 6,205 13,999~ 8,086~ 10,944~ -0- 2,322+ 32,291« 16,619~ 1,758+  24,018- 9,725 18,431« 144,448

- | 1 47 54,40 49,324 188,406 64,35 39,896 66,28 1,167 125,288 1,194,299

Totsl sariag sssgts - hprid 4 TABE een Neére 0k ez szl 16638 69,009 42,972 61,319 - a7,785 108,929 1,223,417
Net ohange 3,600 47,7600 Saye 10,451 14,840+  3,165¢ 42,022« 4,656+ 5,046+ 1,004 3,382 16,59 9,178+
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EXCERPT FROM THE MINUTES OF MEETING OF THE FEDERAL RESEﬁVE BOARD

held June 21, 1928.

"Letter dated Juﬁe 20th, from Mr. J. H. Case, Deputy
Governor of the Federal Reserve Bank of New York, suggesting a
program for the joint meeting of the Executive Committee and the
Open Market Committee to be held next Monday and Tuesdsy.

Noted."
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FEDERAL RESERVE BOARD

WASHINGTON -

l«p

y—>7u9
e une16, 1923

SUBJECE' Forelgn Bank Trausactions. Discontin-
uance of Partlcipatlon by F.R.Bank, Boston.

Dear Sir:- T garged

: You are being handed herewith copy of a letter directed
j ] to Deputy Governor J. H. Case, of the Federal Reserve Bank of New
York, which grows out of Boston's discontvinuing 1ts participation
in the transactions with foreign banks carried on with the Federal
Reserve Bank of New York.

I am also handing you a copy of Governor Harding's let-
ter advising of discontinuance of their participation.

Kindly let the Board have the views of your Bank prompt-
ly Go that they will be available before the Open Market Investment

3‘ thflttee meets on June 26.°- : — ;f
g . Very truly yours, : //
| | )

4 /
1 i
Vo
\ ; Governor
\ %
(Enclosure)

Digitized for FRASER
tp://fraser.stlouisfed.org/
“aderal Reserve Bank of St. Louis




Reproduced from the Unclassified / Declassified Holdings of the National Archives

FEDFERAL RESERVE BOARD.
COPY X-374%a
Juns 16, 1923.

My dear Sir:

This will acknowledge your latter of June 1Hth advising of the
action of the Federal Reserve Bank of Boston discontinuing its partici-

pation in the transactions with foreign banks. Thz letter of Governor
Harding and your letter to him were presented to thz Board for considera-
tion. The Board is of the opinion that Govarnor Harding's letter raises

very importsnt questions which challenge the transactions as matters of
doubtful public interest. '

The Board is of the opinion that the questions raised by Governor
Harding's 1letter and your letter are of such idportance as to require
thorough consideration. You are therefors advised that the Board is
of the opinion that the question should be given consideration at the
next meeting of the Open Market Investment Committee which will be held
on June 26th.

A copy of this letter is being sent to ths Governor's of all the
Federal Reserve Banks for consideration.

The Board would like to be advised, and is requesting each of the
Federal Re:erve Banks to give their views pertaining to the subject matter
raised by Governor'Harding's letter.

For the information of the Board it is desired that you prepare a
statement showing the total amount of free balances growing out of these
operations for foreign banks; also the total amount of investments; the
kind of investments, and the yield upon such investments, and such other
information as will put the Board in possession of all the facts incident
to and necessary for a thorough consideration and understanding of the
gquestions involved.

It would be interesting also to have the view of your Bank of the
importance of carrying on these transactions for foreign banks, and
whether it should be continued or discontinued.

Yours truly,
(Signed) D. R. Crissinger
Governor.
Mr. J. H, Case,
Deputy Govarnor,

Federal Reserve Bank,
New York, N. Y.
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COPY X-3749b
FYDERAL PTSFRVE BAI OF WEW YORX,
June 15, 1923.

e Pe G. Harding, Esq.,
Governor, Federal Ressrve Bank of Boston,
Boston, Mass.

Dear Governor Harding:

I have your letter of June 14 in reply to mine of the b6th

and 12th rzgarding your participation in the accounts of the Bank of
Japan and the Bankovni Urad Ministerstva Financi, and note that it is

the sense of your board that there is no occasion in the present circum=-
stances for your further participation in our transactions with foreign
banks. As you point out, your participation in our foreign accounts

is entirely voluntary; and we have never had the remotest desire to force
upon any of the Federal reserve banks a participation which they did not
wish. Our sole reason for offering participations has been to follow

out a gensral policy outlined by the governors several years ago to have ‘
he Federal reserve banks act @s a single in their foreigm rolations %k’

so far as practiceble. As I have in VhS pabt written both Governor Morss
and yourself quite fully on this subjsct, I am sure that you and your
directors are aware of our views and that it is unnecessary for me to

say anything further at this time.

In view of the fact that your bank desires to withdraw from
your participation in our foreign bank arrangements, I believe it would
be more satisfactory to terminate your entire participation at one time,
rather than continue it as to transactions in process, and we will be
glad to take over your participations to-day for our own account. We
have accordingly arranged with your office to credit us to-day $103,241. 06,
being your share of the free balances, and also to wipe out your contingent
liability on bills purchased for foreign correspondents amounting to
$2,195,894.90. We have simultaneously charged your account for the free
balance and increased our contingent liability in the appropriate amount.

As to your share of the commissions earned on the foreign accounts
in which you have participated since January 1, we will calculate the amount
due you and transfer it to your bank in a day or two with appropriate advice.

Very truly yours,

(Signed) J. H. Case

Deputy Governor.
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COPY FEDERAL RESERVE BANK OF BOSTON X-3749¢
June 14, 1923.

Mr. J. H. Case, Deputy Governor,
Federel Reserve Bank of New York,
New’ York.

Dear Mr. Case:

Your letter of June 6 regarding the participation of this bank in your
account with the Bankt of Japan, and of June 12 relating to the account
you have opened for the provisional bank of issue in Czechoslovakia, were
duly considered by the boara of diractors of this bank at the regular
session held this morning.

It is the sense of our board that there istgg)occasion in the present cir- j&
cumstances for further participation by this bank in your transactions with
forsign banks. There is nothing in the Federal Reserve Act which requires
such participation, although it is provided that with the consent and
approval of the Federal Reserve Board, any Federal Reserve Bank may carry

on or conduct through the Federal Reﬁerve Bank opening an account with a

foreign bank, any transactions authorized by Section 14 of the Federal Re-

serve Act.
The records of this bank show that its participation in transactions of
.the Fede Reserve Bank of New York for the account of foreign banks

began én June 16, 19¢O with the purchase of bills for account of the

Bank of Japan, in WEich this bank's contingent liability was $1,168,000.

and its share of the free balance was $29%2,000. There was no change in
these figures during the remainder of the year 1920 but during the years
1921 and 1922, your operations were oxtended to include other foreign banks,
and the transactions embraced the ear-marking of gold and the purchase of
Treasury certificates as well as bills. This bank's ratio of participa-
tion was 7.3% of the total amount from June 16, 1920, to December 31,1922,
but since January 1 of this year, it has been 7.5%. The following summary
shows this bank's annual averages of the free balance deposits, contingent
liabilities, and total commissions paid:

Average - Average :
Free Balance Cont. Liab'ty Income
1920 $292,000. $1,168,000. )
1921 529,589. 2,330,721. $3,742.4C (inc.1920)
1922 326,038, 2,314,406, 3,755.74
1923 92,215. 2,343,496,

Income to date. . . .$7,498.14
| v
It is conceded; of course, that the possibility of any substantial loss v

- in these transactions is very remote, but it seems that the incomé accruing
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to this bank as a result of its participations is small and not in proportion
to the amounts involved. A participation in a purchase or loan returns a
proportionate share of the discount or interest paid, but our participations
in your foreign accounts, while carrying all the risk involved in a purchase,
give us only a share in a small commission.

The directors of this bank feel, that looking at the matter purely from the
standpoint of income, it is not good business to permit it to have these
contingent liabilities. Their approval of these participations in the past
has been actuatsa by a desire to cooperate with the other Federal Reserve
Banks in transactions which were represented as being in the public interest,
and which in the circumstances then existing seemed likely to involve con-
tingent liabilities which had better be distributed among all Federal Re-
serve Banks rather than assum:d by one bank alone. There do not at $h?
present time, however, appear to be any considerations of a public character
requiring this bank to continue to participate in accounts opened by the
Federal Reserve Bank of New York in its own name and upon its own initiative
with various foreign banks. The conduct of these accounts is necesserily
under the sole menagement and control of the officers of the Federal Reserve
Bank of New York. Your institution is the sole beneficiary of any
collateral advantages which may accrue from thes2 banking connections

abroad and bears ths overhead expense of transacting the business. Thers

is at present no strain upon the Federal Reserve System and the dirsctors

of this bank see no reason wntil conditions change why it should share in
the profits or bear any part of th: losses shich may grow out of your
transactions with your foreign correspondents.

In any large transactions impressed with a distinct public interest such as
the’ear-marking of gold with the Bank of England in June, 1917; the de- ;
posits you held for the account of the Bank of the Nation of Buenos Aires, v//

which involved their payment in gold within a certain time after the end
of the war; the ear-maerking of German gold with ths Bank of England in
June, 1919; and the ear-marking of gold with the Bank of France in Sept-
ember, 1920, ths directors of this bsnk have cheerfully agreed to a
participation, and it is their intention to participate in any similar
transactions which may be engaged in hereafter.

In visw of the foregoing, the directors have instructed me to aavise you

that this bank dos:s not care to participate in your arrangement with the
Czechoslovakian bank, and with raspect to your accounts with the Bank of L
Japan, Bank of England, Bank of France, de Nederlandsche Bank, Swiss '
National Bank, and de Javasche Bank, in which this bank has been a parti~

cipant, to give notice of cancellation of participation agreements hitherto -~
made by this bank except as tc transactions in process.

With assurances of our appreciation of the courtesy you have accorded us
in all these matters, I am,

Very truly yours,
(Signed) W. P. G. Harding,

Gtovernor.
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EXCERPT FROM THE MINUTES OF MEETING OF THE FEDERAL RESERVE BOARD

held June 16, 1923.
W.‘.

"Telegram dated June 15th, from Mr. Case, Chairman of the
Open Market Investment Committee, advising that a meeting of that
Committee will be held in Washington on June 26.

Noted with approval."
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THE UNDERSECRETARY OF THE TREASURY

WASHINGTON 2 3 jrb',

June 11, 1923.

My dear Governor:

In view of our previous correspondence
about purchases of acceptances by the Federal Re-
serve Banks, I am sending you herewlith a copy of
my letter of June 9, 1923, to Mr, Case of the
Federal Reserve Bamk of New York, together with
8 copy of the tabular statement accompanying that
letter.

Very truly yours,
ey ‘uh 7
RS L f"i ,

8. P. GILBERT, Jr.,
Under Secretary.

Eon. D. R. Crissinger, :
Governor, Federal Reserve Board,
Washington, D. C.

2 enclosures.

c./;wy”é“% | 7
fae JotBre %dw - 57‘*7/;3 - :/3‘0/’»3

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
http://fraser.stlouisfed.org/

Juane 9, 1923,

Dear Mr. Gno:.
In view of owr previous oorrespondence sbout rurchasee
of sccertances by the Pedersl Ressrve Banks, I am sénding you
Berewith & 0opy of & tabular statemens prepared by the Sectien
of Btatistios, showing the amowmnts of acceptances held by the
Tederal Reserve Banks as compared with the total smownts cutstand.
ing on variocus dates, This shows that the :-nﬁo of bills held dy
the Yederal Reserve Bmh s increased from 7 per cent 1ln ithe mid.
dle of 1921 to about 50 per oent at the present time, FYor the most
part this e takm ylace Awring & period when commme rcisl bsnks
wers in an unususlly strogig position and were in fact seeking in.
vestments for surplus funds,

I csnmot escape some feeling, after locking at these

figuree and the record of the buying rate for acceptances, that

the whole matter of acceptance rurchases ought to be studied fur.
ther at thie time, and that in the past, at least, thers has besm

s

quite & pronounced tendency on the part of the Pederal Reserve

Banks to “"nurse® the scceptance market, even at the expense of the X
general credit policy of the VPederal Reserve System, IV is ofen ‘
t0 question whether this hes, in fact, deen good for the develop-

ment of the acceptance market, which after all should stand om its

owmn feet, and in sny event 4t ehould not be forgotten, as you have

Federal Reserve Bank of St. Louis
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‘recently pointed out, that the sale eof acceptances to the Fedarsl
Reserve Banks oparates fer practical purposes exactly iike the dis.
comting of paper at the Fodersl Reserve Banks, It 1s another >< ,
moans of agceas t0 the Federal Reserve System, and 1t should de
treated aocordingly.

Yory truly yours,

(Signed) 8. P. Gilbert, Jr.

3, P, GIlBER?, Jr.,
Under Sscretary.

J. H, Case, Xag.,
Aoting Governor,
Federal Reserve Bank,
Rew York, H. Y,

1 sucloemre,

SPG IEFM
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Eatimnted amunt of bankers' accgptances outstanding on various dates
from Deocember 31, 1919, to 4pril 1, 1923, compared with the
amunts held bty the Federal Reserve Banks.

Bstimated Amount held by Estimated mount  Eatio of amoukt
Date amount held by Federal outside of Federal held hy PFederal
outst anding{a) Reserve Bamks(d) Reswrve Banks Reserve Banks ty
total outstamd-
Dec. 33, 1919 $§773,000,000 $678,000,000 £198,000,000 74 4%
Apre 1, 1920 799,000,000 424,000,000 878,000,000 63.1%
My 4, 1920 812,000,000 410,000,000 402,000,000 505%
June 0, 1920 812,000,000 390,000,000 422,000,000 48.0%
Nove 15, 1920 789,000,000 288,000,000 481,000,000 37.5%
Dece 3" 19m 70’.000.0@ 3“.000.000 455,000.000 “.1%
‘pr. 1' 1921 “4,000,000 123.000.000 522.000.000 18.’%
Jume 30, 1921 543,000,000 32,000,000 511,000,000 B.9%
Dece 31, 1921 474,000,000 114,000,000 360,000,000 24.1%
Apl'o 1. 1922 ‘1‘.000.0% 105.000,000 3:5'000'000 a‘.%
Jane 30, 1922 420,000,000 154,000,000 266,000,000 36,74
Deo, 29, 1922 502,000,000 246,000,000 256,000 ,000 49,04
Apre 1, 1928 524,000,000 260,000,000 264,000,000 49.6%

{a) Mgures for April 1lst of each year are estimated of the Amprican icceptanos

Council and for intermediate dates the estimates are derived by interpolation

based om the changes in the acoceptamoe liubilities of all mamber bunks.

(b) Total holdings of dills purchaased in the open market on the nourest date.
Includes & few truio acceptmmoes purchused, but ¢oes not include bunkers'

acceptances dlscountede

PREPARZD BY THD uICTION OF uRAT.8TICH,

TREASURY Dip.RTUERT.

Digitized for FRASER

http://fraser.stlouisfed.

org/

Federal Reserve Bank of St. Louis

June 8, 1923,

N

L ocdh
i bextoafo_ b 30N\ wf belqod

W bexoodo D wd beqgT



Reproduced from the Unclassified / Declassified Holdings of the National Archives

/|

£y, /, | FEDERAL RESERVE BANK 333 __/%}

4%
R ‘ ofF NEw YORK

June 1, 1923.

My dear Governor Crissinger:
On behalf of the Open Market Investment Committee
for the Federal Reserve System, I acknowledge receipt o:f~ _your

communication of lay 31, 1923 .S

I am forwarding to my associates on the Committee
& copy of your letter, and will communicate with you further
in due course of time.

Very truly yours,

Woan_—"

J. H. CASE,
Deputy Governor.

Honorable D. R. Crissinger,
Governor, Federal Reserve Board,
Washington, D. C.

Digitized for FRASER | Qee W 6/”/'3'3

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

copy

N

FEDERAL RESERVE BANRK

OF NEW YORK

May 51, 1925.

Open Market Investment Committee
for the Federal Reserve System

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

CONFIDENTIAL
Sir: gﬂﬁ::

I am sending you!herewith a copy of the minutes
of the meeting of the Open Market Investment Committee
for the Federal Reserve System held in Washington,

D. C., on May 23, 1925, as approved by the members of
the Committee.

I am also enclosing a copy of the letter sent May
28 to the Governors of all Federal reserve banks with
respect to the basis on which to effect the sale of
$50,000,000. of Government securities by the System.

Respectfully,
(Signed) W. B. Matteson

W. B, Matteson
Secretary of the Committee

Honorable D. R. Crissinger,
Governor, Federal Reserve Board,
Washington, D. C.

Enclosure (2)
7
2%

st A,cw 23331
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Open Market Investment Jommittee
Por the Federal Reserve System
May 28, 1023.

CONFIDENTIAL

My dear Governor
Referring to the letter written you by the Secretary of the Open

Narket Investment Committee on May 26, 1923 accompsnied by a copy of a reso-
lution adopted at the last me=ting of the Committes dealing with a suggested
sale by the System of $80,000,000 of Government securities, I believe that
a practical and equitable basis on which to effect this liquidation in
Government securities is as follows:

As some of the reserve banks have no holdings in Governments and
certain others have expressed » desire to retain their investment holdings of
short-term Treasury certifioates of indebtedness, the sales made will for the

;

most part consist of Treasury notes (preferably those selling at a premium) g//

pus——
- ——

except in those oases where banks are not ocarrying any of the latter in their
portfolios. With this in mind, I em enclosing a statement showing in detail
how an equitable distribution of $50,000,000 of the Government securities

held by the System could be effected. The face amount of securities to be
disposed of by the various banks is in proportion to their total earning
assets and in oases where banks do not hold all or =ny part of such proportion-
ate share in Government securities, the deficiency is nrcessarily made up from
the holdings of other banks. However, in order to assist in carrying out the
program the New York bank, which doss not hold any Government securities, is

willing to give up from its portfolio of bills euch amount of bills as is necessary
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Page 2
8/28/12

to replace the sales made ﬁy other banks in excess of their quota, t- wit:
$15,519,700.

In view of the Committee's reoommendations will you be good snough
to wire me upon receipt of this letter stating the particular issue or issues
of Government seourities that you prafer to eell at this time, and, 1f you so
desire, the Committee will be glad to assist in the sale of such seouritles
a8 you may designate.

Very truly yours,

J. H, CASE
Chairmep, Open Market Investment Committee

Digitized for FRASER
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STATEMENT SHOWING BASIS UPON WHICH $50,000,000 GOVERNMENT SECURITIES
HELD BY ALL FEDERAL RESERVE BANKS ARE TO BE SOLD

Proportionate Amount Actual Amount of Govermment Excess Amount Required To Cover
To Be S0ld Securities To Be S0ld Based On Deficit (to be replaced with
Based on Earning Assets Holdings of Government Securities Bankers Acceptances)
éoston $ 2;750,000 $ 3,060,400 3 310,400
New York 10,600,000 -0~ _ x
Philadelphia 4,800, 000 7,422,800 2,622,800 ‘
Cleveland 5,050,000 6,990,000 1,940,000 \
Ri chmond | 2,850,000 150,000 | x
Atlanta | 2,500.000 280,300 x
Chicago 6,200,000 8,124,400 1,924,400
3+. Louis 2,450,000 3,381,200 931,200
“inneapolis 1,750,000 1,905,200 155,200
Kansas City 3,350,000 7,292,000 3,942,000
Dallas 2,450,000 2,962,150 512,150
San Francisco 5,250,000 8,431,550 181,550
TOTALS $50,000,000 $50, 000,000 v15,519,700

X New York holds no Government securities; Richmond is shert 32,700,000 =nd Atlanta is short $2,219,700, making total
$15,519,700 sales to be spread among other banks which sales, may if desired, be replaced by bankers acceptances
from portfolio of Federal Reserve Bank of New York.
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FEDERAL RESERVE BANK ~ - f:.;»'é'/

OF NEW YORK

June 11, 1923.

My dear Governor:

' Singe dJune 1, when I acknowledged }our letter of ligy 3]land advised

you that cCpise wers being sent to members of the Open Market Investment Com- ,
mittee, I have heard from each of them and find that each received the letter L///
with the same surpriee as that which I had expressed to you in our telephone

conversation on June B.

The facts are as follows: Early in May it was suggested that the
Open Market Investment Committee should have its next meoting in Cleveland on
or about June 25. The Board was advised of the proposed meeting and on May 9
requested that the meeting be held in Washington ae there were some other mat-
ters which the Board might like to discuss with the committee. At about the
same time the committee decided that an earlisr meeting would be advisable, and
this meeting the Board arranged shculd be held in Washington on Wednesday, May
23. At this meeting the first act of the committee, all the wembers being
present, was tc adviese ths Board that the committee was in session and to in-
quire if the Beard had anything t¢ communicate to it. The Board replied that
it had nothing to communicate to the committes. Toward the end of the morning
I was called into a mesting of the Board to discues a currency matter, and while
there I stated to the Board that the committee was proposing to recommend to the
Federal reserve banks the sale of about $50,000,000. of Government securities.
This statement was received by the members of the Board without comment. A reso-
lution to this effect was finslly adopted by the committee. Late in the day and
towards the end of our session, Vice Governcr Platt attended cur meeting but ex-
pressed no diesent from thre program we had adopted.

The surprise of the members of the committee arises out of the fact

that a few days after our meeting, the Board having been fully advised of ocur
action which we felt was in entire accord with the letter and spirit of the
Board's letter No. X-3689, the Board should not only express disapproval of our
dction but without opportunity for discussion ehculd in substance direct the com— L//
mittee to take action to dispose immediately of all the remaining Government se-
curities held by the banks. ~” B

e S T T

The Gpen Market Investment Committee succeeded the "Committee of Gov-

erncre on Centralized Execution of Purchases and Sales of Government Securities."
This committee functioned for about a year and had several meetings in New York,
Cleveland and Boston, At nearly all of these a member ¢f the Board was present \//
throughout, Messrs. Platt, Miller and Mitchell having from time to time represent-
ed the Board on these occasions. The presence of the Board member permitted,
through discussions of policy and of market and credit conditions, the develop-
ment of a program for recommendation by the committee on which the Board and the
comnittee were in full and harmonicus agresment. The new Open Market Investment
Committee had assumed that the same relationship would prevail in connection with
their meetings and work. The members of the committee hope that at its next
meoting the Board will be represented throughout as in the past, that they

/7 i
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FEDERAL RESERVE BANK OF NEW ... 3 Hon. D. R. Cr . _ger 5/11/23
Washington, D. C. -

may then have the opportunity of discussing with the Board its views concerning the
disposal of the remaining Government securities, and that the Board will give the
committee its opinion as to the manner in which such a course would accommodate com-—
merce and business, and affect the general credit situation, these being the prin-
ciples by which, under the Board's rescluticn, open market operations should be
governed. -

Your letter of May 31 requests me to "advise promptly of the sales of the
Government holdings of the various banks, and to what extent each of the banks con-
tributed.” I am sending you herewith a statement showing in detail the holdings
of Government securities of the various Federal reserve banks as at May 23, 1923,
amounting in the aggregate to $140,788,000. exclusive of about $31,000,000. held as
misecellaneous investments for self-insurance funds, etc., and about $15,000,000.
held under sales contract. Appended to this statement are the quotas for sales
which the committee has suggested to the respective banks, and the amounts sold up
to June 8, 1923. As a result of the sales already consummated you will note that
four of the Federal reserve banks, namely, New York, Richwond, Atlanta and Dallas,
hold no Governments except fluctuating amounts of securities held under sales con-
tracts, and nominal amounts of miscellaneous long-term securities held as invest-
ment for certain special funds. :

Governor Norris of Philadelphia, a member of the committee, has just sent
me ag its chairman, a communication upon this subject, copy of which, with his per-
mission, I am transmitting herewith.

Y

Very truly yours,

Vi

‘ . H. Case
Encle. (2) Chairman, Open Market Investment
Committee for the Federal Reserve
System

Honorable D. R. Crissinger,
Governor, Federal Reserve Board,
Washington, D. C.
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corY
iRA” B3ERVE BANK OF PHILADE

926 Chestnut Jtreet

June 8th, 1923,

Mr., J. H, Case, Chairman,
Open Market Investment Committoee
of the Pederal Reserve jystem,
Federal Reserve Bank,
New York City,

My dear Mr, Case;~-

Governor Crissinger's lotter to you undsr date of
May 31st, whish, in ecoordasnce with his expressed desire, you
have brought to the atteation of the Federal Reserve Bank of
Philadelphia, was ocarefully considered at ths semiemonthly meet-
ing of our Board of Direstors on Wedmesday, the 6th instant,
and I am divected to reply as follows:

Governor Orissingsrts letter may properly be considered
in two aspects = fivet, aa it affects the Yedersl Reserve Bank
of Philadelphia directly and exolusively, and secondly, im its
broader or national aspest.

To take up the former aepect first, about a year ago
the dissounts of this Bank had fallen to a point whioh left us
with very somsiderable funds temporarily unemployed . The volume
of dimsounts was constantly shriaxing, It was the judgment of the
Board that this shrinkage was likely to sontinue for some time,
and that the 65% of our deposits which we are at liberty to use
would emble us, from that source alone, to mest any demands which
our member banks might make upon us within a period of two or
three years, This judgmemt, I may add, bas thus far been verified.
The low point in dissounts was not reashed until august, 1922, and
there has never ginse been a time wmhen our di scounts amounted to
68% of our deposits.

This judgment having been reached, the next question for
desision was whether all the rest of our resources should remain
idle and unprodustive, or whether we wore charged with a duty to
employ them. It would uanduly proloang this letter %t regite the
considerations whiokh led us to tis latter conclusion, Suffioce it
to say that we did veach it, and that we lmve mver regretted it,
nor sesn any reascn to think that wo made any mistake .
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e third questisn was the amunt of funds which
should be employed, W decided that we might properly purchase
government securities %0 an amowmt not excee.ing our free cupital
and sarplus, A% the present time this investment represents only
about 80% of our capital and swrplus not already inwsted in

tail dog,

™e last question was the mamer of employment, Dank-
ers' acoeptances were then selling at 3%, and believing that this
rate was wmnjustiriably low we were more disposed to cwrtail our
parchases than to increase them, This left us only govermment se~ X
owitios, We deemed it better Reserve Banking pelicy to buy shors-
term notes than long-term bmds, 4is between sho rt—term Treasury
Certificates and longer term Treasury Notes, we chose the latter
for three reasams - (1) because they paid a better rate, (2) because
their purchase did not involve campetition with member banks, and (3)
because we thus avoided the necessity of re~investing the precesus ‘
of frequently maturing Certificates, Our purchases were made slowly, *
without advancing the price of the lotes, ve only bought part of
wint was offered to us by membey dbanks oy dealers, it Lm: time did

oA

Having exercised our best Judgment in making these pur=
chases; having seen owr judgment thms far verified; and observing no
injury that has resul ted either to the Treasury "spartment or to the
business and commerce of the Nation, we are reluctant to dispese of
thess securities, or any of them, pertioularly at z heavy loss, WHICh v’
loss can be avolded by simply holdIfig them to matwrity, I meRy add
that jour Board consenteu to the sale of our proportion of $50, 000,000 |
only dut of a desire to meet, ss far as possible, the desires of the \

Treasury Department, and respect for the wmanimous recamendation of
the Camittee, I was directed to adviase you that the Doard reserves <
£all liberty dnd alsoretie fo dissent from azy fature recamaniatiam | 7

s

which the Cormittee may maké,— \
3
As to the broader aspect of the questism, ‘he Board noted
with some surprise the references in Govermor Crissinger's letter to
nthe pelicy of the (Reserve) Board,” "the Hoard's determination, and
the desire that you should oall the matter to the attention of the
Banks “in order that the policy of the Board may be oarried out in its
entirety, W:ile the Yedersl Reserve :ict does provide thet purchases
of governmemnt securities mude by the Banks shall be subject to such
mles or regulations as the Heserve Board may prescribe, we are not
aware o0f .ny rules ~r regulations which the 30ard has ever prescribded
on this subject, nor do we find in the ‘st any power glven to the Board
to prescribe any rules as to the solss of such securities, or iny power
to imposs uwpon the Nirectors of the several Badks & policy on this sub=
jeot wnioh 1s at variance with their own Judgment, OSuch a power, on
the ocontrury, would seem to us to be utterly inconsistent with all the
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other provisions of the Aot, and would create anm impossidle situna-

tlon, imasmwuch as it would vest responsidility in one group amd power

in another group. There can de no doudt that the Federal Beserve %/,
System is a Meglonal ¥ot.a Central banking system, and the Act o
expressly provides o~ Bank shall be conducted under the

“control” of a Board of Directors, which shall "perform the duties

usually appertaining to the offiee of directers of banking associa~

tions”,

It has been and 1s the wish and policy ef the Board of this
Bank to do everything possible to meet tho views of the Treasury De-
partment and of the “ederal Reserve Board on all matters, but it is
felt that attention should be salled to tho fact that this willingness
mst not be construed as a willingness to surresder tho powers exXpressly
conferred by the Ast, and naturally attaching to the degree of rospon~
slbility which Direotors of Bessrve Banks accept for tho management of
their sevoral institutions.

I anm,

Very truly yours,
‘81“) Geo. W. Norris

goveraor.
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copy
May 31, 1923 3{3_3';‘;,2,

r 4
My dear Mr. Case: dac /ﬁ**}JJ}

This will acknowledge receipt of your 1ett§x~Q£mM§g 25 ﬂ in
re the report of the Open Market Investment Committee for the
Federal Reserve System. ,

You are advised that the report has been presented to and
considered by the Board. The Board notes with some gurprise th
in the resolution of May 23, 1923, the committee 1imits the sale

of government security holdings of the various Federal Réserve
banks to $50,000,000, which is pro-rates among them. The limita-
tion of the saiE“BT these securities to the above amount is @gﬁw;n AT

accordance with the policy of the Board. The Board sees no reason
why tﬁére should be any limitation. - :

Your attention is being directed to the Board's determina-
tion that these government securities should be disposed of as

rapidly as possible until all are out of the banks. At the the earl-
iest opportunity it 1s desired that you bring this to the attention
of the Open Market Investment Committee and the various banks in
order that this policy of the Board may be carried out in its

entirety.

You will also advise promptly of the sales of the government
holdings of the various banks and to what extent each of the banks
contributed. It appears to the Board that the time is propitious
for the digposition of all these securities, and the Board trusts
that you will immediately take action to dispose of the governments,
having due regard, of course, to market conditions.

Kindly let the Board be advised at your earliest convenience.
Very truly yours,
(Signed) D. R. Crissinger,
Governor.
J. H. Case, Esq.,
Deputy Governor,

Federal Reserve Bank,
New York, N. Y.

LSee ans 6/11/25]
See ans 6/1/23 |
K ide 4% ., %&/

335 Az
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“'?%059"00 NS & nay 30, 1923.

My dear Governor:

I received your letter of iay 29 »,m_,;wgg_;gl with further

reference to the open market operations of the Federal Reserve
Banks. I have already seen a oopy of the Open hiarket Committee's
report and agree with you that it 1s not wholly satisfactory.

On the other hand it commits the hamks to the immediate sale of
$50,000,000 of their holdings of wovernment securities, and that
means substantial further progress in the liquidation of their
position. I understand from the iscting Chairmen of the Committee
that it is the intention to maeke the $50,000,000 of sales out of
the ireasury notes held by the banks, and I am inclined to believe
that when this has been accomplished further sales can be arranged
in connection with the June 15th operations of the ireasury. ihe
Treasury is prepared, for example, to take over on June 1l5th sub-

stantially all of the December 1b5th Treasury certificates held by

the rederal Reserve Banks, amnd if 560,000,000 of ireasury notes

are sold between now and June 15th the Ireasury would be quite
prepared also to take over for retirement between June 1bth and
June 30th the remaining Treasury notes held by the Federal Reserve
Bamks. I should be inclined, therefore, to accept the report of

the Open hiarket Committee for what it is worth and then to work

e fo Tl f 23
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out the liquidation of the remaining securities around the
middle of June, arranging this, if possible, through the Com-
mittee, or if the Committee does not act in the matter, through
direot action by the Federal Reserve Board.

Very truly yours,

L

5. P. GILBERT, Jr.,
Under Secretary.

Hon., D. R. Crissinger,
Governor, Federal Reserve Board,
Washington, D. C.
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May 29, 1927 1933

"Letter dated May 25th, fram the Deputy Governor of the Federal
Reserve Bank of New York, Mr. Case, enclosing a copy of the last report
of the Open Market Investment Committee for the Federal Reserve System,,
and a copy of a resolution adopted by the Committee covering the sale

of Government securities.

Ordered circulated. The Governor was requested to
secure from Mr.Case information as to the date upon
which it is contemplated that the sale of $50,000,000
in Government securities by the Federal Reserve banks
will be completed, and also a report of the seles as
they are made from time to time, together with informa~
tion as to which Federal Reserve banks respond to the
quota assigned to them for sale by the Committees"
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your lettor to GCowermor Case, and I an gimd thet you hevo
80 writton Jr. Casae

I think you have Just boon handed todsy a copy of
the Open mhot Comsittee’s rmport. I mo zot &t all
satisfiscd mysell with tho report. 4 1amitation of the
galas to .,m,ooa,% to 1 to be wrong in principle.
1 should 1ixs to have your views about it.

Vory tauly Janirs,
(Blaned) U. R, Crissinger,
Govornot

liohe S Pe Gl10aFL, es

Undoyseovetary of the Treusuly,
Waehington, Le Ca

ek @s % 3{/ 23
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EXCERPT FROM THE MINUTES OF MEETING OF THE FEDERAL RESERVE BOARD

held May 15, 1923,

e ARSI 5

"The Governor was further requested to advise the Committees

of the Federal Reserve Bank Governors on Open Market Purchases and
Voluntary Services that the Board desires them to meet in Washington

on May 23, 1923, at 10:00 a. m."
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EXCERPT FROM THE MINUTES OF MEETING OF THE FEDFRAL RESERVE BOARD

held Masy 8, 1925.

"Lettér dated &ﬁzw%py?\from Mr, Case, Deputy Governor of
the E;deral Reserve Bank of New York, suggesting that the Committee
on Open Market Operations'and the Committee on Voluntary Services
of the Federal Reserve banks, hold a meeting at Cleveland, Ohio, on
June 25th.

Upon motion, the Secretery was instruct-
ed to advise Mr. Case that the Board wishes

the meeting referred to, to be held in Wash-
ington on June 25th, Mr. Platt voting 'not."
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copy FEDERAL RESERVE BANK 3
OF NEW YORK
May 4, 1923,
Sirs: Attention: Mr. Platt.

Receipt is acknowledged of your letter of April ?5 in
regard to a meeting of the Committee on Open Market Operations
and the Committee on Voluntary Services of the Federal Reserve
Banks. I had thought that we should have another meeting of the
Committee on Open Market Operations by ebout the gnd of June, say-
the 25th, and Governor Fancher has suggested that it might be held
in Cleveland. Assuming that you or one of the other members of
the Board would like to attend the next meeting of this Committee,
would it be agreeable if we set the date tentatively for June 25th.
If so, I will communicate with the other members of the Committee
to see if it will be convenient for them to meet in Cleveland on"
that date.

I understand that the Board thinks well of the idea of
having a meeting of the Committee on Voluntary Services of the Fed-
erael Reserve Banks held at the same time owing to the similarity
in membership of the two Committees, and, if the Board approves of
the proposed date, I will, as you suggest, invite the other member
of the Committee on Voluntary Services to go to Cleveland at the
same time.

Respectfully,
(S1gned) J. H. Case,

J. H. CASE,
Deputy Govermor.

Federal Reserve Board,
Washington, D. C.

~ t
o 233 £
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are gradually bub stoadily getsing back on the books df the Federal Reserve
Bank, and 1 delisve that a study of tizaunbar of hanks rediscounting would
show that there hae been a similar imorease in other districts due to the
spread betwoen Tederal reserve rates and market ratee,

Mr. Wardburg, at a recent conference with ths Board, took the grownd that
we oiiiinot to push the liquidation of open market paper much further unless
we wers doing it for the expreee purpose of creating a situatiom which would
mako nsoessary the raising of 4iscount rates, and it has deen stated in Board
discussions, T think, generally by Mr. Emlin, that the tradifjional central

" bank polioy with regard to open market operation is to sell paper after the v
rates have deen raised rather than defore in order to make the increase of
rates effective. We aro reversing that process ari it 1s obvious that if you
push it to the extrems of getting rid of all or nearly all your opsn market
paper you have lost that weapon entirely. There is the further point that
you ¢annct operate ths Yederal Heserve System with its twelve 4distinct \/
regional banks esaotly as if 1t were am_glmm\ag:f:; It nevar was
intended to he so opamtoa and if we should push the mat tho e xtreme
very likely we would have a good deal of trouble with the bourdas of -irectors
and dank managers in ny opinion, and generally 'psaking thsy are a pretty high
type of zen.

According to Mr. Case ani others who ars in a pretty good position to know
the purchasing rates of the Pedieral reserve banks for bankers' bills ocannot
be raised much more without driving bills out of tha marke$ unless the Reserve
bank discount rate itself is raised. A possidle result of pushing this matter
too far will de, I think, to_drive the Federal ressrve banks into investing /
in municipul warrants which were one of thair main souroes of revenus for a
tice before the Wwar. This 4t sesms to =9 would bs undesiradle and I can see
no reason whatéever why wunicipal warrants should bs preferred to United States
securities, though t:ey are undoubtedly resionably 1liguid and bave a f@irly
high yiald.

3 d0 not mean to say that we have actually rsached the limit of liguidation
of Bills bought im the open mat<et. There were $374,000,000 of such bills on
April 265th and only 382,000,000 on April 26, 1938, bnt tha 4ifference I think
is lergely to be accounte for bu the greater voluwe of dills outstaniing due
to increased dusiness. Some of it is due to ths activities of the co-cperutive
marksting associations which have been financing themselves to a considerabdle
extent with acceptances. 8o far as holdings of fovernment securities are con-
carned 1 do not vee-ylrSiMher from & Treasury or a Federal reserve stanipoint
the liquidasion sheuld go mnch further at present unless the Treasury has
surplus funds #hioh it desiree to inveet with as little Alsturbances to the )%

market as possidle. It secar to me it siwply puts up the ratee on itasl)f une
necessarily by pushirmﬁﬂmrom ard my idea
has bnn“ﬁirﬁrrrrmsﬁ‘rﬁnteﬂ to the oapital and surplue of the

| Tederal ressrve ban:s, might be recognised ae normal and 3s a part of the

j demand of the goneral market,

Yours very truly,

\)

Acting Governor.

- ) ' . »
Mnr hcunry o the Treasury.
Dlgltlzed for FRASER
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April 38, 1933.

Dear lr. Qflvert:

V

At some Lims when we doth have opportunity to discuss aatters a
1ittle I 50 talkk over with you the gquentions raised in sy letier
o_f_gﬂl%_i with relation to the pressut holdings of Treasury moies
and certifiontss in the Poderal Beservs Gyetenm, and your answer of the
3Mhb.! It esens to we that 80 far as the capital amd surplus of the
Tedoral reserve bunks are ooncerned they aconstitute a fund which Mas besn
draw»a from ths loanudle funds of the memder danks sad 1f not {nvested
represent that sush gentraction. This fund Aces bot represeat all the
sontraction by any weans caused dy the Fataral Beseyve Systen with its
Fresent mebsreship but of that I shall say somethingilater. In putting
tack into the marret vhother thro:gh rediscounts or through 4irect invest-
mente M sun egual to their capitnl and surplus the Fedsral reserve danks
do not adt anytbing not proviocusly subiracted but siaply put the mmrket
in atads quo. Therefors, it gesms to we thmt up to their sapitsl and
sarplus - froa which you sdght perbups subtrect the invast=ents in builde
ings - the Federal reaerwe banks operate Just axucily as any otber banks
and may Ye considerel s part of the general market. iy own view has al-
ways Beoem that a consideradle part of this fund wicht well be investad _
in long term bonds, and I think it was clearly the original intention of
the founders of the Fed:ral Beserve System thut the danks should sarry a
coasiderable amount of 3 per cent bopds, ba:sd on tue sxpeatation of
absorting the bonds bsaring the circulation privilage and convertinz them
into 3 per cents. Mr. Hitchell bas always agree’ with 39 on this point
36 woli as sone of ths Sovernors of FPedoral ressrve banks aith whon I havs
talked cver the umatter from time to tiae.

Fow us to the geweral creiit poliey of the Wedoral reserve banks
it 13 true, as you have sgid: "In the sheencs of any incraace in the Aiscoubt
rets further liguidation of opsn market pirchasas sffers the only opportunity
of exercisimg control trrough the Federal reserve banks.® There is ro doubt
I sbink that the liguidation of Government ssouritias, now amounting to
2,000,700, has anercised a dsgreo of eontrol v foret 2 highar rat e
the OPETs Fembar banks. syuming a ¢o nca of dexand for
oredit, Rowever, this oan dave only one effeot an? thet is to force Ligher
discommt rates upon the Pederal reserve darks {n the long run hecauss {ts
tenteancy is to fncreass atealily the spread betwosn Pederal resorvs ratss
and rates that customsrs puy the member banvks. This in turn tenpts the
meuber hanks and, indend, foross sows of them to fncrease their red’ scounts,
Bight along this lins I nots that the Pedaral Benerve Bank of New Yor: inoreased
its bills Aiscoumted, on the 27th, $49,000,7%07, and the total of Bills 4ie
counted, $308,000,000, is now aimost a8 high as ab the peak of ths spring trads
Just before Euster. Nr. Case tolls me there is dvidence that ths country banks
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My dear Governor:

THE UNDERSECRETARY OF THE TREASURY % .5 < .- ”/ﬁ -
WASHINGTON

May 25, 1923,

I am enclosing for youwr information a cery of a letter
of +his date which I have sent tc Deputy Governcr Case of ths
Toderal Reserve Bank of Now York on the general subject of deal-
ings of the Feﬁeral Reserve Banks in tenkers acceptances. I
understand this subject was discussed at the recent meeting of
the Committee of Governors cn Open Market Operations and I have
written Mr, Czse in accordance with his request for an indication

of the Treasury's viaws as to what volicy should be followed in

these operations,

Very truly yours,

s, P. GILRERT, Jr.,
mur%uMwm

Bon, D. R, Crissinger,
Governor, Federal Reserve Board,
Tashington, D. C

1 enclosure,

/24 / 25

k. Gan -2

Federal Reserve Bank of St. Louis
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May &5, 1923,

Dear Mr, Case: ﬁé

Yollewing our conversation of the other day I kave demm
giving some further thought to the question of opan vArket dealings
in bankers scoeptshoes. ¥ith their holdings of Government securities
practicslly liguidated, and perhaps completely liguidated by the end
of the next month, the Yederal Reserve Banks will Iave prectically
no investments except their Noldings of dlscounted raper mnd the
bonkers acceptances Bought in ths open market, Under present con-
Aitions, and with & discomt rate that is gemerslly below the market
rate, the Federal Reserve Banks are not in & position to exercise
smach control over the market through the dlscount rate,and in the
absence of some increase in the discomnt rate it is therefore par-
ticularly importsmy, it seems t0 me, that deglings in bankers ac-
ceptances be governed by mcney snd oredit conditions, This 1% is
a4fricult to 10 if the Pederal Reserve Banks still adhere to the one-
sided polioy which has heretcfore been follewed with respect to
banksrs sgceptances, Up to date the polioy hme clearlybeem gquite
consietently to buy bns@;TQ}to sedl scceptances,and at all times

te nurse the market for acceptances rathery than %o let it stand

on 1ts om feot, ' For this there may have beem sowe exouse in
the beginning when bankers Socertances were new and Isd not besn

developed, but even before now there bave deen ccoasions, it sems

Federal Reserve Bank of St. Louis
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aBe
to m», when purcbases of bankers agceptances have gons to unoalled
for lengths and have led to dangercus inflation of oredit, As you
have szid, the J&mw&mﬂc Banks, pare
ticularly from the larger city banks, is but another form of dis.
comting by commerocial banks,and since the duying rate for accept-
ances is normally lower then the discount rate these purohnses of
acceptances need to be drought very dofinitely into hnrmony with the
general credit policy of the Yederal Beserve System.lf the system
is to maintain sny effective relation te ths oredit structure, Even
from thepolht of view of the develophmnt of the sccepianco market

iteelf I believe thero is everything o b%e said for Jledting accept-

mess stand moro and more on their ovn merits,without mrtificial

support from the Tedersl Reserve Banks, amd that this s particularly
necessary if the roq,ura.l Reserve Banks, as it sesms to ms they must
4o, are te use their dealings in acceptances to give themselves mors
of “ective relation to the credit situation., %o be more specific,
this will mean, I should say, that the Pedersl Reserve Benks will
Yave to recognise more and more that bankers acceptances, like short.
torm Government segurities, must yleld a rate that will be attrac.
tivo to the market and should net be dought, and cannot be soldd,

at sn artificially low rato, It wust also involve a wln.tngun

on the part of the Pederal Reserve Banks te sell dankers accepiancos
to ths mariket as well as to buy theu, Or.ated an independent out-
side market for acceptances, it seems to me tlat the Tederal Reserve

Banks cught to be able, through their purehsses and sales to the
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markes, t0 ostablish an sffective relation with the money market
that wnder present comditions 1t is difficult te ssowre Sthrougk the

4iscount rate,
Yary truly yours,

(Signed) 8. P. Gilbert, Jr.

S, P, QILBER?, Jr.,
Under Searstary,

J. B, Cage, Bugq,,

¢ /o Todersl Reserve Bank,
18 Nassau Strest,

Rew York, ¥. Y,
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L4 4 4
¢ THE UNDERSECRETARY OF THE TREI\SURY
WASHINGTOR

’ 4pril 27, 1923,

PERJONAL. » ’

P ’

o Dear lr. Comptro.lle;': . .
° * In sccordance with our couversation I am send-e

; )

o TER
R 2¥ 24

T ing you herewith a copy of my letter of this date! to *
Aczting Goverunor Piatt of the Federal Resexrve Board, with
. reference to the liquidation of Government securities
. | o held by the Federul Reserve Banks, particularly as re-
0 lated to the capital end surpius of the banks. I am also

* 9 enclosing in this same connection a copy of a letter I
’
’ have sent Lr, Case as to the liquidation of Treasury

) notes, together with copies of the two encdosures which o
[ ]
[ ]
. L4 [

efcompanied that lettere ¢ 0 ’
[ ]
o o Very truly yo’urs,
* [ ] [’y has ¢ ..’. *
o Py [ ] ) //
[ J B 9 PY

' . . Se Pe GILBELRY, Jr.,
’ .Under Secretary. *

Hon. D. R. Crissinger., o
Comptr8ller of tie Curreyey o .
Wespington, @, C. .

4 enclosures. ° .

Digitized for FRASER
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April 37, 1983

Doar ¥, Case:

I am enclosing for your information & oopy of an interest.-
4ng letter which I mave just received from the Acting Governor of
the Federal Reserve Board showing ths holdinge of variocus series of
Treasury notes dy the several Federal Reserve Banka, I am enclosing
aleo a tabulstion of these holdings dy issues. It would seem to me
under these conditions that it should be & relatively simple mmttor
fer the {ga»n Reserve Banks to dispose of a large pesrt of thelr

_present hnldingo of Treasury notes and to 4o this at & prefit, I

e TT——
have in mind that 4t should be gartifularly easy to sell in the

market the June and September, 1926, and the March, 1935, eeries of
notes, leaving the othsr bholdings to be dealt with later as oppor-
tunity offers, Yesterday's statement of the conditiom of the
Yederal Reserve Banks as at the close of bdusiness April 85, 1833,
indicatos, it seons %0 me, that the program which ms deen followed
1s working even detter tlan might bhave been expected and it 1s

at the same um m»c helding- of Government ucurutn Are bo.'m;

R

mhnmthu: m\n-&. It m- proscoss oan be carried a littlo
furthor the Tederal Reserve Banks will be sblo t0 catch up on the

parket and actusllyget the control that it was hopod to got through

.\._._________‘___ - e AR ot A s e s
——— — e TR e

increases in tho dheomc nto. I should think mw tho best m

N ——— o —

Federal Reserve Bank of St. Louis
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%o get ahead, as you suggest®d yesterday, would de to arrange ‘hrough
the Central Commistee con Open Mardet Oporuuomvu replace Treasury
notes for Federsl Regerve Banks which sell them with bills now earried
by other Federal Reserve Bsnks, tlms kesping the cperstion within the
system and accomplishing a not ;ih: through the sale of the netes to \/
the market. |
Yery sruly youre,
(Signed) S P. Gilbert J7.

8. P. G!mn. ku.
Under Secrstary.

J H. c“.. "q»;

¢/ Pedoral Easerve Bauk,
15 Rassan Street, -

Now York, K. Y,

8 srwlosures.

S’

SPG EMM
Digitized for FRASER

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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FRIRRAL RESERVE BCARD
Washington.

0ffice of Vice Gowernor April 27, 1923.

Dear Mr. Gilbert:

As requested in your letter of April 23rd I give you below table
showing by ssriss and maturity dates the holdings of Treasary notes by’

Yodsral reservs banks as of ths latest .vpuablo date.

Bank Series Matority date Anount
Boston A-194 Juns 16, 193¢ $1,100,000
B-1924 Sept. 15, 1994 1,002,000
A-1926 Warch 15, 1930 920,600
B-1926 Dec. 16, 1825 1,008,100
B-1926 Sept. 15, 1936 800,000
Few York B-1928 Sept. 15, 1926 10,000,000
Philadslphia A-1924 June 16, 1924 46,000
B-192¢ Sept. 15, 1934 168,500
A-1926 March 15, 1926 8,776, 00
B-19235 Dec. 15, 1985 10,607,600
C=1926 June 15, 19236 194,700
A-1926 March 15, 1926 3,635,000
B-1926 Sept. 15, 1936 68,400
A-19237 Dec. 16, 1937 263,100
Cleveland A~1934 June 15, 193¢ 6,194,500
B-1934 Sept. 15, 1924 3,337,000
A-1936 March 15, 1936 300
B-1938 Dec. 16, 19306 567,000
C-19ab Jane 15, 1935 4”.100
A-1936 March 15, 1936 33,500
B-1928 Sept. 15, 1936 1,776,800
A=1927 Dec. 15, 197 29,500
Richmond B-1926 Sept. 15, 1926 100,000
A-1527 Dec. 15, 1827 50,000
Atlanta C-19386 Jans 15, 1938 215,000
B.1926 Sept. 15, 1936 10,000
A-lm MO m. lm &'W

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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Hon. 8. P. Gilbery -

Bank Sarjes Maturity Dave Amouny
Chicago B-1925 Dec. 15, 1926 $ 693,100
C=1926 Jane 16, 1926 16,800
A-1926 March 15, 1936 1,083,400
A-1937 Dec. 15, 1937 59,000
8t. Lais A=19324 Juns 15, 1924 1,368,100
B-1934 Sept. 15, 193¢ 1,154,000
A~1935 March 15, 1935 1,285,900
B-1935 Dec. 15, 1936 1,248,900
C-1935 June 15, 1935 850,600
A-1938 March 15, 1926 1,330,300
B-1928 Bept. 15, 1928 1,588, 900
A-1937 Dec. 15, 1927 74,300
Minneapolis B-1934 Bept. 16, 1824 10,000
A-1935 March 15, 1825 37, 900
B-1935 Dec. 15, 1936 1,643,800
- A=1926 March 15, 1928 238,900
B-1928 Sept. 15, 1926 1,089,300
Kansas City A-1935 March 15, 1926 11,307,300
A-1928 March 15, 1838 1,723,600
B-1926 Sept. 15, 1928 3,413,300
A~1934 June 15, 1934 ?,000
B-1934 Sept. 15, 1924 3,000
B-1938 Deo. 15, 1926 11, 909,100
C-1928 Jane 15, 1936 3,017,000
A-1927 Dec. 15, 1927 204, 800
Dallas B=1934 Sept. 15, 1934 1,600,000
8an Francisco A-1953¢ June 15, 1924 4,835,000
B-1934 Sept. 16, 1934 17,426,000
A-1935 March 16, 1935 13,400
A-1928 March 15, 1928 1,850,000
B-1926 Sspt. 15, 1928 3,713,000

Yours very truly,
(Sgd.) Eamnd Platt

Acting Goveror.

Hon. 8. P. Gilbert, Jr-.
Under Secretary of the Treamry.

Digitized for FRASER ’ -
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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Aprid 27, 1983,

Dear Mr, Platss
I received your letter of April 94, 1923 with further

reforence to the Poldings of Oovernment securities by the Pedersl
Reservo Benks snd sn esparately acknowledging the receipt of the
detsiled information about the holdings of Treagury notes, GOreat
\pom Mas been mado in the past six or eight months in the
1iquidation of Government securitios held by the Pederal Reserve
Banks bus I should berdly eay tdat the liguidation dad reachsd its
1init. Incidentolly I do net quite see the relation: of the oapital
snd surplus of the reserve danks to these investments, IS is true,
of course, that the banks now bave & combined oapital snd surplus

of adout $387,000,000, dut of this amcunt $50,000,000 is alresdy .
oarried as investmmt in dank rremices, As for the dalasnce it

soems to me that §t should be kept liquid, 1iks otder Federal
Reserve investments,snd that ite irwostment cannot be considermd
separately from the genersl question of the relation of Federal
Regorve credis to the marked; From this point of view there omn
oortainly bo no dcudt that the estadlishment of thw Federal Reserve
Systes Das released an enormous velume of funds to the merkes and
tiat {n no proper sense oM it be said that the capital spd surplus
of the Yederal Ressrve Banks,over and adove their investment in

Digitized for FRASER
‘http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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“wB e~
bank premises, is witMremn from the merlet wmless Lnwested in slow
oapital assets, The eaming uun of the System, it soems to ws,
mat e considered as & iholt and open marksd operstions bdrought
into darmony with the discomnt poliay #f the FPederal Reserve Banks
are $0 maintain suocesafully any general eredis policy. In the
sbsenos of any increass in the discowmt rete further liguidetion
of qpen marked purchases offers the only opportunity of eseroleing
contrsl through the Federsl Reserve Banks and frem this poing of
view particulsrly I think tdat further sales Yotk of Govermment
socurities and of Lills in the open markst ought 0 have the moet
eareful consideration of the Federal Reserve Board,

Yery truly yours,

(Signsd) 8. B. Gilbert, Jm

4. P, OIIREB?, Jr.,
] Undler Mﬂm’c

o, BAmgnd Plats,
Aecting Governor,
Pederal Renerve Board,
Mmm' nt Ci

Digitized for FRASER

http:/fraser.stlouisfed.org/ SPG EM
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WASHINGTON

April 27, 1923,

Dear Mr, Platt:
I have your letter of April 27, 1923,|and thank

you for the information about the holdings of Treasury notes
by the Federal Ressrve Banks,
Very truly yours,
N T - o

/;

L

e

P

S, P, GILBERT, Jr.,
Under Secrstary,

Hon, Edmumnd Platt,
Acting Governor,
Federal Reserve Board,
Washington, D, C,

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

April 37, 1923.

As requested in your lotter of April 3ir { give you below tabdle
the holdings of Treasury notes by

showing by series and maturity dates
Fedoral ressrve hanks as of the latast availahle date.

Bank
Boston

Now York

Philadelphis

Clevaland

Bichmond

Atlanta

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

Sexies
A-1924

B-1924
A-1925
B-193b
B-1928

B-1928

A-1924
3-19%
A-1935
B-1925
C-1938
A-1928
B-1926
A-1937

A-1924
B-1924
A-1925
B~.1938
C-1936
A-1926
B-1928
A-1927

B-19%8
A-1927

C-1928
B-19238
A-1937

Maturity Date
June 15, 1924

Sept 15, 1924
March 15, 1935
Dea. 15, 1925
Sept 15, 1936

Sept 15, 1926
Juns 15, 1934

Sept 15, 1934
March 18, 1935

' Ded. 15, 1938

June 15, 1988
March 15, 19238
Sspt 15, 1926
Dec. 15, 1927

June 15, 1934
Sept.15,1934

March 15, 1928
Dec. 15, 1935
June 15, 1928
March 15, 1926
Sept 15, 1936
Dac. 15. 1927

Sept 15, 1926
Dac. 15, 1837

Juns 15, 1925
Sept 15, 1928
Nec. 15, 1927

ALe Grar a/77/?3

31, 100,000 |

1,002,000
990, 600
1,008,100
800, 000

10, 000, 000

48,700
168, 500
8,775, 200
10, 607, 500
194,700
3,525,000
68, 400
253,100

6,194,500
2,337,000
300
857,000
498,100
33,500
1,775,800
2,800

100,000
50,000

215,000
10,000
88,300
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Jank Series Maturity Date Amount
Chicago B-1935 Dsc. 15, 1925 $ 693,100
: C-1935 June 15, 1935 16,800
A-1928 ‘March 15, 1936 1,063,400
A-1927 Dec. 15, 1927 89,000
St. Louils A-1924 June 15, 1924 1,368,100
B-1924 Sept 15, 1924 1,154,000
A-1925 March 15, 1925 1,285,900
B-1935 Dec. 15, 1925 1,245,900
C~1926 June 18, 1925 860,600
A-1926 March 15, 1926 1,320,300
B-1926 Sspt 15, 1926 1,585,900
A-1977 Dec. 15, 1937 274,300
Minneapolis B~1924 Sept.15, 194 10,000
A-1928 March 18, 1925 237,900
B-1926 Dac. 15, 1928 1,642,500
A-1926 March 15, 1926 238,900
B-1936 Sept 15, 19238 1,069, 300
Kaneas City A-1928 March 15, 1935 11, %07,300
A-1938 March 15, 1926 1,723,500
B-1928 Sept 15, 1926 2,412, 200
A-1924 Juns 15, 1924 7,000
B-1924 Septll5, 1934 2,000
B-1935 Dso. 15, 1928 11,909,100
C~1926 Juns 15, 1926 3,017,000
A-19¢7 Nec. 18, 1927 204,800
Tallas B-1924 Sept 15, 1924 1,800,000
Sen Trancisco A-194 June 15, 1924 4,525,000
B-1924 Sept 15, 1924 17,425,000
A-19235 March 15, 1928 13,400
4-1928 Murch 15, 1928 1,850,000
B-1926 Sept 15, 1926 3,712,000

Hon. 8. P. Gi{ldert, Jr.,

Yours very truly,

Acting Governor.

Under Secretary of the Treasury.

Digitized for FRASER
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THE UNDERSECRETARY OF THE TREASURY
WASHINGTON

April 27, 1923,

Dear Mr, Platt: ivéad
I received your let April ZQJW;QQQJ with further

reference to ths holdings of Goverrment securities by the Federal

Reserve Banks and am separately acknowledging the receipt of the
detailed information about the holdings of Treasury notes, Great
progress has been made in the past six or eight months in the

ligquidation of Government securities held by the Federal Regerve

Benks but I should hardly say that the liguidation had reached its

1imit, Incidentally I do not quite see the relation of the capital

™~
and surplus of the reserve banks to these investments., It is truse,

of course, that the banks now have a combined capital and surplus
of about $327,000,000, but of this amount $50,000,000 is already
carried 23 investment in bank premises, As for the balance it
geems to me that it should be kept liquid, like other Federal
Reserve investments, ind that its irvestment cannot be considered
separately from the general question of the relation of Federal
Regerve credit to the markst. From this point of view there can
certainly be no doudbt that the establishment of the Federal Reserve
System has released an enormous volume of funds to the market and
that in no proper sense can it be sald that the capital and surplus

of the Federal Reserve Banks, over and above their investment in

Federal Reserve Bank of St. Louis

/

/



Reproduced from the Unclassified / Declassified Holdings:of the National Archives

S

—cy

-2 -
bank premises, is withdrawn from the market unless invesped in slow
capital assets, The earnirg assets of the System, it seems to me,
nust be considered as a whole and open market operations brought ></
into harmony with the discovnt policy if ths Federal Reserve Banks
are to maintaln successfully any general credit policy. In the
absence of any increase \1n the discownt rate further liqﬁidation
of cpen market purchases offers the only oprortunity of exercising
control through the Federal Reserve Banks and froam this point of
view particularly I think that further sales both of Government
socurities and of bills in the open market ought to have the most

careful consideration of the Federal Reserve Board,

Very truly yowrs,

. Ty
=

- \ . J
u s . . -
§ i /((’ {
s»}.,,/ L S I } m - ﬁ
& N
7 i

S. P, GILBERT, Jr.,
Under Secretary,

Hon, Edmind Platt, -
Acting Governor,

Federal Reaerve Board,
Washington, D, C,

Digitized for FRASER
http://fraser.stlouisfed.org/
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April 35, 1933,

Dear Ur. Case:

The Comptrollsr of the Currency brought into the meeting
of tho Federal Reserve Board this morning & letter from Wr.
Gilbert in which he statad that in redeexming the Treasury
certifioates held by the Tederal raserve hanks maturing Septem-
ber 15th neat he had found that 317,000,000 of theee certificates
that oame from the Pederal Rensrve Rank of Chicago were of the
series issnad on X¥arch 15th last. Mr. Gilhert dsclared that he
was undble 10 see how this investment sould have been made in
view of the policy adoptad of allowing all cartificites to run
off without reinvestment.

If this was a reinvestment it was made prior to the last
meeting of the Gevernors sconferance ard prior $0 the appointwment
of the nsw Open Market Investment Comuittes, Dut it was neverthe-
less in oprosition to the agraasment made last June by the old
cozmittes on Government securities.

¥y resolleotion is that Governor MoTougel %014 me at the
moesting in Philadelphia on April 13th that his bank had purchased
no sacurities outside of the System since the first of Janmuery
and I think he stated that the increase of the ssourities hsld by
the Federsl Reserve Bank of Chiongo was due entirely to allotments
or assignoents within the System. I should he interestsd, thers-
fore, in knowing Just how the Chiomgo bank oame in possession
of the certificates 1ssued last Maroh. I stated to the Poard that
this might have Yaen done as a matter of adjustwent by exchang-
ing eome other mmturities or Yy sale to the market of some other
matarities and taking these instead. Is this the correot espia-
mation or whs there a diract reinvestment made in that case?

Yours very truly,

Aating Covarnor.

¥r, J. H. Case, Acting Oovernmor,
Federal Rossrve Bank,
New vOfk . Y.

’Eigitized for FRASER Mawﬁw mM e "'MLOLM, f é/@b/iﬁ
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STATEMENT i OWIEG M OLOINGS OF THEASURY NGRS, BY SERIES,
IN INVESTMSNT ACCOUNTS OF PEDERAL REcERVE BANKS, 45 Gf AFRIL 25,
1923,

-t . B

H : : H

i H M - H
Series i=1924 series B-1924 Series A«19206 Serles B=19E8 GSeriess C-1920 Series A~1926 dJeries B-1328 Heries A~192Y

Yedersl Reserve

: maturing ¢ maturing : matwmring ! maturing mataring 1 maturi : mAtuwring 1 meturing :
Banks Jane 15, Sept. 16, March 15, Dec, 15, June 15, Mareh 15, Sept. 16, Dec. 15, “Potals.
H 1924 : 1924 1 19€ 6 3 1926 3 1928 3 1926 : 1986 : 192% H
6-3/4% b1/ 4-3/4% - 4=3/8% 4-1/2% 43 /4 4-1/4% 4-1/2%
Boston 1,100,000 1,002,000 920 , 600 1,008,100 - - 800 , 000 - 4,820,700
New Yar k - - - - - - 10,000,000 - 10,000,000
Philadelphia 46,000 168,800 8,776,200 10,607,500 194,700 2,876,000 68,400 £58,100 P ,638,400
Clevaland 16,194,500 2,33 7,000 300 587,000 498,100 32,500 1,775,800 £9 ,500 11,424,700
Richmend - - - - - - 100,000 50,000 160,000
Atlanta - - - - £16,000 - 10,000 58,300 £83,300
Chicago - - - © £93,100 16,800 1,063,400 - 59,000 1,832,300
Ste houls 1,368,100 1,164,000 1,285,900 1,245,900 850 , 600 1,320,300 1,666,900 274,500 9,066,000
Minneapolis - - 10,000 237,900 1,642,600 - 288,900 1,069,300 - 3,198,600
Kansas City 7,000 2,000 1,307,300 11,909,100 5,017,000 1,728,500 2,412 ,£00 204,800 30,682,900
Dal) as - 1,600,000 - - - - - - 1,600,000
San Prancimoeo 4,626,000 17,428,000 12,400 - - 1,880,000 3,712,000 - 27,624,400
Totales $15,240,600  £3,698,500 22,539,600 £Y,663,200 4,792,200 8,758,600 21,508,600 929,000 123,320,300

12 BWWQ&@!@@H,BQ_‘%&%‘G/PGB!SSEIOUH.QHLWOJL paonpoday

A ¥
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TELEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. Gi
119fot
kinnespolis 1137a April 20

Edmund Flatt , Vice Goverrnor APR £°.1923

o gy g
AR e s 'ﬁ—.u H ‘y” e )

Washington.

Your wire April twentE fourth.’ﬂe hold Treasury notes for our own
investment as follows:

B-1924 Seps 10,000 v

4-1925 Liarch 237,900 v"’
B-1925 December 1,642,500 v
A-1926 March 238,900 7
B-1926 sSept 1,009,300 b///
Total $3,198,600

Other Treasury notes are held on repurchase agreements for temporary
accommodstion of others |

Kich 1247p

Digitized for FRASER 211001
http':?')?raser.sf ou@?é'd.org/
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TELEGRAM

FEDERAL RESERVE SYSTEM
(LEASED WIRE slnwc?-) : 9 3 ?" W,

RECEIVED AT WASHINGTON, D. C,,

53nr mt

Bostcon 1245p apl 25

card

Washn

Answering ycur wire a lngéjhcldings ¢f treasury nctes cur investment account as
—_ .

fellews: 4 | o
Series 4 1924 £1,100,000 4‘193 B 1924 :i%l,ooz,ood/a 1925 _@920,600\/
B 1925 ;%1.008,100/13 1926\2600,000 total $4,830,700

Gettemy
107p

Digitized for FRASER
NP R ik - OT/ 21100
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(LEASED WIRE SERVICE)
RECEIVED AT WASHINGTON G,

8nrs

FexYork 11594 spril 25 /7 &

Platt
Washingten
Replying to ycur telegram dated April &,{Wo are holding in ocur investment account

clsse of business April 24, the fcllowing securities. US 4 1-4% Treasury nctes

(series B~1926) dsted 8-1-22 due 9-15-26 $10,000,000
Jay
128

G)

Dig bhvadekiny rindon ovion. 2—-11901
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Léuis
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TELEGRAM
6rbhe - | FEDERAL RESERVE SYSTEM
. (LEASED Wl‘RE IERVICF) '
Phile dpril 25, w03 ! 723 - b
A T RECEIVED AT WASHINGTON, D. C.,

Board,

Platt, Washingt ou,

Treasury note holdings close 0f business April 2¢ are: Series A& 1924-46,000;
B 1924 ;168,500 A 1925-8,775,200; B 1925—10 607,000i/g 1925-194,700;

A 1920—2,J25 0003 B 1926-68,400; Vﬁ/1927 VZBS,JOO.V/;tal 22,636,400,
Ppst

105+4am

D RS 211901 V/ 'S
http:/fraser.stlouisfed.org/ M W W/)"s

Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK
OF RICHMOND

CALDWELL HARDY,
CHAMMAN OF THE BOARD
AND
FEDERAL RESEAVE AGENT
At D~

J.G.FRY,
ASST FEDERAL RESERVE AGRNT
R H. LEE,
ASST. FEDERAL RESERVE AGENT

April 25, 1923.

SUBJECT: Holdings of Treasury Notes

Federal Reserve Board,
Washington, D. C.
Attention: Mr. Platt

Dear Sirs:

hold the following Treasury Notes:

beg

Acknowledging your wire of Jlaig Xﬂﬁ&ﬁ:ﬂﬁ!)
to advise that at the close of business April 24th, we

Series B=1926 due Sept.15,1926 . . . . . . $1oo,ooo.\/

Series A-1927 " Dees. 15,1927 . . . . . .__ 50,000, v

Total . o « . . $150,000.

Yours very,

CH:F

Digitized for FRASER
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis




Reproduced from the Unclassified / Declassified Holdings of the National Archives

OFFICE OF

CHAIRMAN OF THE BOARD.
FEDERAL RESERVE AGENT.

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

Louis

FEDERAL RESERVE Bank

OF ATLANTA.

April 25, 1923.

FOUDERLL FESZRVE BO4RD,
Washington, D. C.

Gentlamen: ALttention~
icting-Governor Platt.

Answering wvouxr :
afterncon, we wired you todey giving the deslrod
fomation, as per the enclosed confirmation, showing
total amount of our holdings of Tressury notes in in-
vestment account, to be $283,300, as of April 24, 1923.

Yours very truly,

2

Incl. Chairman.

R\

()
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TELEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON,

128anr
Atlanta 116p Apl 25 1923

Beard -

Yashn

Aﬁswerigg;_ﬂattig wire 24th )at close business April 24,1923 we held for permanent

i

" imvestment fellowing treasury notes,

SERIES = RATE AMOURT / MATURLITY
C-1925 / : 4 1-2 215,000V - 6=15-25
B-1926 / 4 14 10,000/ 9=~15-26
4~1927 4 1-2 58,390/ 12-15-27 "
Tetal amount 283,300
Moderd
235p,

l
:
|
|
S
|

\
r

Digitized for FRASER
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FEDERAL RESERVE BANK

Federal Reserve Board,

Weashington,

Gentlemen:.

OF

ST.Loutis

April 25, 1923,

Attention Hon., Edmund Platt,

Complying with your telegram of the 24th inst.f I am
o

pleased to advise that at the close of business last night this

bank held in its investment account, United States Treasury

Notes as follows:

$1,368,100 v
1,154,000 < _
1,285,900
1,245,900

'850,600
1,320,300 V¥,
1,556,900

274,300 X’

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

Series A,
"n

n
n
1]
"
"
L

B,

yz

1924\ Due June 15, 1924 r<
192432, " Sept. 15, 1924X
1925 " Mar, 15, 1925
1925 " Dec. 15, 1925
1925 X " June 15, 1925 X
1926,X " Mar. 15, 1926 &
1926 ¥ . " Sept. 15, 1926%
1927 " Dec. 15, 1927

34'/«‘/‘}".

Federal Reserve Agent.
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TELEGRAM

FEDERAL RESERVE SYSTEM | 23311

(LEASED WIRE sERVICE)
RECEIVED AT WASHINGTON, D. C,,

170fb ,
o . . 14 T %
Kansas City April 25 1055am

A AN

Flatt
#dashington.
| Replying youl W%é% zesterdﬁi(holdlnvs of Treasury notes in our
investment acco as 2v clcse of business April 24 ay follows:
~ Issuse haturity Amount.
A-1935$’</ ,, 3-15-25 v $11,207, 3007
A-1926 X 5-15-26)/ 1,723, 5oo
B-1926 9-15-26 2 412, oX’
A-1924 6-15- 249( 7,000
B-1924 VS 9-15-24 2000 "
3-1925\/)(/ 12-15-257% 11,909, 100\)(
¢-1925 6-15-25 X~ ‘ 3, 017 000
| A4-1927 \)( 12-15-27 | 204, 800
Total ‘ 4;50 582 90
Ramsay.

L 46p &
ﬂ D) : & [of
| Gk i

Dighmab i 2—11501
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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TELEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON,
lecd 8 S
«

Cleveland Apl 26 608pm 25 )9 ¢ 3

Platt

wDC

Tow wire 24th,be own $11,424,700 Treasury notes as follows:

Serieg A=-1924 duve 6=15=-24 smownt 5%6,194,500/

Series B-1924 9-15-24 2,387,000.Y -

A-1925 31525 7/ 300 |
B-1925 12-15-25v/ 557,000%
1925/ e-15-25v) 498,100
A-1926v"  3-15-267 32,500 /
B.1926v"  9-15-26  LiTrse00 o
4-1927 \/ 12-15-27 29,500

Zuwrlinden

1003am

(4)

Digitized for FRASER
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TELEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.,

~

239f ssa

ehicago 4l12p April 24 /923 APR 24 1923
: ‘*y lett RECEIVED
dacshn
Cﬁx holdin?s of Tre=gury hotlee at clege of husiﬁess\to—day ars as

Ffollowe:

, - serie gaturity "
E 1925 vV Lecember 15 1925 / {;‘5693,100./
¢ 19257 Juse 15, 1925 / 16,800, %
4 1926 March 15, 1‘“26 ©1,062,400 Vo~
A 1927 Lecember 1997/ 59,000.
' 1,832,300
Leath

oo
C
kel
3

() |

Digitized for FRASER p Y/
Nt et racvtin oo 0. 010/ 3—119¢ /2P, W W/}:

Federal Reserve Bank of St. Louis
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TELEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.,

st
"
e
[
o
‘»)
=N
[N
€0
o

'~,‘».1-‘,»;—L‘+«,~,~,-‘ v (v o 4 ¢ R 1
1nveetront cccov U are 1,60C,00C feries B 4 1-4 7 me‘wrins ~ent-mher
1. Trew: are held under revurchase acrecmont
Telley
601p
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TELEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

20fht-
RECEIVED AT WASHINGTON, D. C,,

éanfran 4pril 24, Bpm £5th

Bcard,

Nashn'

Treasﬁry n;;i/bdihings of tris bank 4pril 23 1923 as follows:
] Series 41924 msturing June 15,1924 34,525,000 & 1925 Harch 15,
S loes a2, agé A 1926 March 15/”1926 #1,850,000 B 921’2:;rtom%ar
15, 1924/417, 425 o0 T 1926050 tontes 1E, 19%6/»0 712,000
tetal 427,524,400,
Perriﬁ

9%

(3

.,

Digitized for FRASER Y
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& -~ Date: ‘//')’4’/7,3 3 3 B’mh‘érl

FOR ANSVERS SEE: ez 23
1. 4f>s>3
o 453
5. ¢y
s 43
5. ufs[r3
6. Hfss[r3
. dlH(
8. ‘(/7»5'/%3
0. “4fr6fr3
0. 4[5[r3
1, 4 [24[33
2. 4 [a[3

Ingwbre il 423
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THE UNDERSECRETARY OF THE TREASURY R
%INGTO ‘3 3 3 ,‘f /

April 24, 1923,

et

_..---""'--“”- MEETL}‘G

ATBOARD
R 23R
S~y

X ‘ Dear Mr., Comptroller:

In view of our talks about the investments of the
Federal Reserve Banks in Government securities I think it will
interest you to know that out of the 36,000,000, or thereabouts,
of September 15th certificates redeemed to-day by the Treasui‘y

for rederal Reserve Banks, 317,749,000 represent certificates

74 f y/’“: of Series T52-1923 held by the Pedersl Reserve Bank of Chicago.
(: ﬂf”‘;f‘:i;f{"; These certificates were issued under date of harch 15, 1923, and
%M L:S’% I have some difficulty in understanding Low the Federal Reserve
»w‘;}, Bank of Chicago ever came to invest in them at all, in view of

, ‘/é;/”*’?ﬂ the understanding between the Federal Reserve Banks, the Federal

Reserve Board, and the Treasury thatfederal Reserve Banks' hold-
ings of Treasury certificates maturing March 15th would be allowed
to run off without reinvestment and the subsequent understanding
that the June 15th certificates redeemed by the Treasury at the
time of the Governors' Conference would likewise be allowed to

run off without reinvestment.

Very truly yours,

— (’“'" % 7}
kS
\
Hon. D. R. Crissinger,

Comptroller of the Currency, S. P. GILBERT, Jr.,
WJashington, D. C. Under Secretary.

Digitized for FRASER
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.  TELEGRAM ‘
FEDERAL RESERVE BOARD _ - -
! LEASED WIRE SERVIGE L
, o WASHINGTON —otat
April M4, 1933,

Cortiss « Beaton Hoprdy = Rishoond Bioh - Minneapolis
Jay «~ ¥em York sglord - Atlanta Rassay « Kanzas City
Austin » Philadeliphia Beath « Chionge Tuliey « Dallas
¥ills ~ Claveland Martin « 8%, loule Porrin -~ San Pranaisce

Por infermstion of Treasury Xindly sdvise Soard heldings of Treasury metes
in yowr investasnt asgount by series and maturity dates as of tha lstaeat
svwiladle date.

7 J7

Digitized for FRASER
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TREASURY DEPARTME

WASHINGTON

April 23, 1923,
My dear Mre. Platts
1 should appreciate it if you would furnish me
with a statement showing, by series and mtuily dates,
the holdings of Treasury notes by each Federal Reserve
Bank in {ts investment acoount, as of the latest avallable
date. |

Yory t;fuly yours, s
<7 W £
...}" .. ;L f“” //fk

8. P. GLLBERT, JXes
Upder Sesrstary.

Homorable Edmand Platt,
Aoting Governor,
Pederal Reserve Board,

|

pas ao 127/23

Digitized for FRASER
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April 24, 1923,

Dear Ky, Giiderst:

1 find thet our records of tha holdings of Treasury notes
bhald by Federal ressrve darks do not show the holdings by ssrise
and wmaturity dates. Therza ware on April 4tk in the whole Syslam
$117,560,500 of Transury notas and, apurt from the Sspisgber 15th
matoritias of cartificatss to Do redecsed as of today, and the
Decemhar i5th matorities of Troasury certifiocates, amounting to
$34,000,000, and $2,000,000 of certificatas maturing March 15th next,
this coxprises practically all of the holdings of the Falaral ressrve
banks in Joverament securitles, not counting $79,707,97 of vonis
hought moutlv hafors tha war. These honls ip my opinion should not
*a 8011 under any sircumsiunceas and T az acrry that in thelr afforts
to reduce Jovernsent seanritiss the banks have actually 4ispozed of
$14,850,000 of thew since May 17, 1927, There ware in addition on
April 4th 219,471,000 of cartificates hell on sales conirasts am this
ftar will vary from tan millicon So thirty =i1ldon doclinra., It stood
at $27,1231,70 on Datohsr 31, 1927, . .

1 wrota rathar fally on this sudjact %o the Jscratary of the P.y73 "[""3;'
Treagsury after oy return from tha msating of ths Opan Market Invest- pr A
mant Comc:itiae in Philndelrhia snt expressad tha ofinlon that the
Aseflation of tha holdings of Governwent szeurities in ths Faleral

rasserve bunks has gons slmost to the limit. It mst he romemhered,

T thigk, that the banks have & cacital and surplus of 377,207,000 N

and that this is & fund which stands apart from their resarve depostits

and sy gropesisrbe kopt fully invested in Sovarmuont securitize from 7 o

a strist Ressrva bark standpoint. Ths invesiments of the Maderal
reserve tanks in Traasury notes and certificates 4ss now down to
$153,000,972, certainly a low figure.

1 as sanding oul wiras to tha Faderal regerve hanks asking them
for the information rajnuestsd.

Youre wary truly,

Aating Govarnor.

Bon. 3. P. Gilbars, Jr.,
Under Secretary of the Trsasury.

Digitized for FRASER
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}t \ FEDERAL RESERVE BANK OF cmuﬁ@"f

230 SOUTH LA SALLE STREET o &
ooh /

April 23, 1923,

H
Mr. Bdmund Plett, &cting Governor, !
Federal Reserve Board, J

Fashington, Do O. L T T

My dear Mr. Platt:

I am in receipt of y_g_g_x;__];;a“pj;guxf“gfv_@;@g"ZQt;rh ,‘instan’c,

pr—

enclosing copy of the report and recommendations of the Committee
on unemployment and business cycles.

The persounel of the committee appointed by the
President is such as to command highest respéct, and I feel that
the report ensuing is one which should be widely distributed and
read by bankers and business men generallye

I appreciate very much your prompt response to my.

request for a copy of the report.

Very truly yours,

CGOEVE'M
r

Digitized for FRASER
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Federal Reserve Bank of St. Louis
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- Honorable Edmun¢ la’ =~ - 4/21/23.
Washington, D. G,

FEDERAL RESERVE BANK OF NEW YOR 2
-

this is an immediate easing of the money market, which lasts until tax
checks are cleared and the receipts and disbursements again come into
balance. On March 15 exactly the reverse situatibn developed; tax
receipts were ig excess of the redemptions and interest payments and
piled up a cemfortable balance in the Federal Reserve Banks. This
balance was not available to the money market save through the usual
process of borrowing from the Federal Reserve Bank. If such borrow-
ing occurred it carried a rate of interest, and if it did not occur
funds to the extent that Government receipts exceeded Government dis-
bursements were not available to the market. The redemption of
certificates out of these unexpectedly large tax receipts, to which
you refer, occurred entirely within the Federal Reserve Banks; that
is the Treasury bought certificates previously owned by the Federal
Reserve Banks. This transac£ion had no effect whatever on the money
market, serving simply to reduce the Treasury's balance at the Reserve
Benks and to reduce also the Reserve Behke' holdings of Government
obligations. No new money reached the market through the transaction.
Purchases of bonds for the account of the sinkingz fund may or may not
affect the money market, depending upon whether (first) the purchases
are made from the Federal Reserve Bagks or in the open market, or
whether (second) such purchases along with other Government disburse-
ments‘tend to offset withdrawals from banks.

A reduction in the gross amount of Government debt is un-
doubtedly, as you say, a deflationary step, looked at in the gross.

But it is entirely conceivable that payment of debt by the Government,

if such debt for example were held outright by individual investors,

Digitized for FRASER
hitp://fraser.stlouisfed.org/
deral Reserve Bank of St. Louis
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NEW YORK

4

Dear Mr. Platt:

. e -
I have your letter of April 20(in which you raise some in-

-

teresting questions about the effect upon the money market of various
Government transactions, such as purchases for the sinking fund, the
redemption of certificates, etc.

The general principle is that there is no effect upon the
money market whetsoever if disbursements by the Government for any
purpose coinoide fairly closely in time and amount with withdrawals
from the banké, sither by way of tax receipts or the withdrawal of
Government deposits. This principle does not take into account such
incidental transactions between banks and their customers as loans
for the purpose of providing funds with which to pay taxes, or the
cencellation of debt owing by a customer to its bank effected with
the proceeds of a redemption. Such operations are really extraneous
to the main prineciple.

The effects on the money market which we notice from time
to time arise principally from the failure of Government withdrawals
and Government receipts to coincide in time and emount. For example,
after the March 15 quarterly tax day the tax receipts were larger than
the Treasury anticipated, and for fully a month the Treasury had funds
in the Federal Reserve Banks with which to meet its current requirements.

; Usually the Government disbursements on a quarterly tax day have been

larger and more prompt then the receipts from tsxes. The result of

Digitized for FRASER
http://fraser.stlouisfed.org/
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FEDERA' RESERVE BANK OF NEW YORl ... - Honorable Edmun. .la - a/21/23.
Washington, D, C.

would not affect the money market adversely in the long run but would tend

to stimulate it. The immediate effects of such operations,however, depend

-
)

upon tiie conditions which I have outlined above.

At the ciose of your letter you ask whether I understand that the
payment of the 5 per cent. Farm Loan bonds takes bonds out of the Treasury
which are now held there. I do not understandrthat to be the case, but
that this is rather in the nature of a refhndi;g operation. Some 55 millions
of § per cent. Farm Loan bonds are called for redemption on May 1. The
new issue, which amounted to about 75 millions, I uﬁderstand to have pro-
vided the means whereby this redemption takes place and at the same time

supplies additional funds for the further uses of the Farm Loan Board.

If I do not seem to have made a case in the foregoing please let

me kﬁo“.
Very truly yours,
'/Za (AN
J. H. Cage
Deputy Governor
Honorable Edmund Platt, .

Vice Governor, Federal Reserve Board,
Washington, D. C.
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376-k/8 April 21, 1923,

T0 GOVERNORS JFROERAL RESHRVE BANKS,

Roston Chi eago

Case Now York Sts louils
Phllsdelphis Hixeupolis
Gleveland Kansas Ciy
Riohmond Dallas
Atlanta San Prancisco.

In furtherance of the poliay of ligquidation Yy Yedaral Reserve
Banks of their holdings of Severmmmt securities, the Treasury
wuld 1l to retire il certificates of indedtedness maturing
Septeshor 18, 1928, held in the imvestmwnt a soxmts of the
Fedaral Reserve Bankss The Tresswy is socxdingly offering
to all Federal Reserve Banks to redsem at par and acorned
interest to dats of redemption sll September 15 sertifioates oe
held, the redenmptions to be méie m T™esday, April 24th.

he certifiostes so redecmed should do olarged in Treaswer's
ascount as in ordinary omses of redemption, first canceling the
ocortifioates and forwarding tlem to Treasurer sihediled wder
date of charge in the uwsual munmye. The Treaswy hopos tias
all Federal Reserws Bonks will aceept this offer, and, having
in mind the gmernl polioy of effesting gradual licuidation of
¥ Fo.ieral Resorve Baamk holdings of Govermamt seouris os, tint
these oertifiontes will be redecmed without reinvestwsnt of the
procesds in other Governmnt seow ities. Floass alvise m YWy
tolegram of yowr decisimm.

GI LBERT, (Initialed 8. Pe Ge )
RGH sMA0 Bxpe of loans & & 04
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copy

Dear Mr. Case:

This will acknowledge receipt of zggggtggﬁégxilmlatﬂ; enclos-
ing copy of the minutes of the first meeting of the Open Market
Investment Committee for which I wish to thank you. I have made
an informal report of the meeting of the Committee to the Board
and think I shall write out and put on the minutes a more formal
one.

I notice from your daily reports that bill rates have gone
up at least an eighth although the general tone of the money market
seems easier,

By the way, there is one Treasury force the effect of which I
am not quite clear about. In the first place, the sinking fund
takes a good many Government securities out of the market and puts
money in. In the second place, the Treasury I think is undoubted-
1y using the surplus revenue due to the unexpectedly large customs
receipts and income tax payments in redeeming certificates. It
seems to me that this puts money into the market, although from
another point of view it may be called "deflation", and is in fact
one of the items of deflation mentioned by the Right Honorable
Reginald McKenna in his speech of some months ago to his stock-
holders in London.

Do you understand that the psyment of the 5 per cent Farm
Loan bonds takes bonds out of the Treasury which are now held there?
If so, that offsets to some extent the items of redemption from
surplus revenue.

Yours very truly,

Acting Governor.

Mr. J. H, Case, Deputy Governor,
Federal Reserve Bank,

X

~%

=
N
Ny
Sal
LA
Ty
™~
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April 20, 1923,

Dear Mr. Secretary: W

On Triday of last wesk I attended a mesting of ths new Open Karket
Investment Comrtittee of the Federal Reserve danks held at Philadelphia.
The committee is made up of the Pedoral Resarve Banks of Boaton, New
York, Philadelphia, Clewnland and Chicago, and there wers present Jovernor
Harding, Acting Governor Case, Governor Norris, Governor Vancher and
Covernor MaDougal.

After preliminary disguasion the committee organised by electing Mr.
Case as Chairmwan and then susued a full discussion of the whole open
zarket polioy of the Federal Reserve System. I will state briefly the )
results of the mesting and then take up some of the facts dbrought out by ~ "\
the Governors present and scms mattera of tha disoussion. The Governors \ /-
voted to regoumend to their own hoards and to the othar Poderal Reeerw \/)
banks that the Treasury gertificates maturing on Septamber 13th, mupnng\~ '
to $35,953,500, be tenderad to the Treasury at par and interast 1f and
when the Treasury is #illing to take them. Tho committeo also votai to
raise the opan market purthasing rate on acceptances 1/% whioh will make
the rate at Naw York for purghusing shbort bills 4 per oent, for sixty-day
bills 4-1/8, ninety-day bills 4-1/4 and longer bdills 4-3/8. 'This action N
has alresdy bad its effact upon the brokers offerings in New York City. /
Furthormore it was understcod that the banks bBuying dills would buy each day
a little less in wulus than the amgunts maturing.

Mr, Case presented a schadule of the holdings of all Federal Reserve
banks in Unlted States sscurities ani other sarning assets,felmileyr2717,
1922, to April 4, 1933, inclusive, The holdings of Government securities
were at their pesk as you know in May 1932, deing at $894,975,000 on May 17th,
and $603,419,000 on May 31st. Prom that time they bdegan rapidly to decline
and on April 4%h had been redused to $739,149,000 while other sarning assets
bad inorsased to $988,109,000. Government sscurities thersfore bave been
reduced no less than $355,826,000,

¥hen you consider that of the $339,149,000 held on April 4th last
$10,471,000 were held on repw chase agreement there remain only $228,678,000
of investment securities in the Federal Reeerve System, and of these 39,083,000
are Government bonds, nearly all of them bonis dought defore the war in ason~ |
formity with Section 18 of the Federal Beserve Aot. Some of them are bonis ;
stil)l bearing the circulation privilege and others are gonversions of such '
bonds into 3 per cents. When thess are subtracted it will be found that '
there remain in the Paderal Reserve System only $189,895,000 of bonds and ]
notes and gertificates of which $34,011,000 are December 1923 maturities, :
$2,063,500 March 15, 1924 maturities and the balanos $117,550,000 are Treasury '
notes.

1
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This reprosents a pretiy drastio deflation of Government sscurities and v
1t sesmed o the comittes that the hanks have gon® adbout as far in this matter

as they should be expectad to go. I ought to say that the $10,471,000 of

Treasury certifiostes held 4pril 4th on sales contracts repressnt a low stage

of that item. On October 38, 1933 the amount held was $37,331,000 and on Jamuary
31, 1923, $35,301,000. Mr. Cass told me that this item would fluctuate from
adout $10,000,000 to $70,000,000. It may be considered practically negligidle

but an insreass or deorease of five or ten millions in any waekly etatement might -
e shon without any actual increase in the investment acocounts of the banke. -
1 might ad4d that in their efforta to reduce their holdings of Government securi-
ties Poderal Bassrve barks since May 17, 1933 havo actually sold nearly $14,000,000
of bonds dearing the oirculation privilege which I delisve was a very dad policy
and % sizply puts that amommt of national bank notes back into circulation. ?
bave protested vigorously against this ani hope I have suciseded in producing

some ispression,

¥hen you consider that the Fedsral Raserve hanks have n capital and surplus
of $337,000,000 which wes -reslly Saken out of ths working funis of the banks
which joined the System and representa that much daflation unjass 1t 4s invest-
ed I thirk yorv must admit that the holiings of Govermrent sasurities at the
present time are very low. Counting out ths bonds shich rapresent subtraction
from the pational bank oirculation and countinz out the $12,000,000 held on
sales contracts the Bessrve banks have $137,400,000 less invested in Government
seourities than their capital and surplus. Evwory time = new bank jolns the \)
Systex and every time the capitsl and surplus of any prosent member dark are
inoreased somsthing is nided to the capital of the Pelsral Heserve banks which
is taken out of the working fundis of the country and locked up tunless reinvested.
During the past year, that is datween April 5, 1922 and April 4, 1923, the sapital
of the Faderal Beserve banks increased $4,0564,000 while the surplus increassd
$3,000,000. The capital increases a few thousand 4oliars almost avary week.

It would seem to wa, tharefore, that the capital and surplus of the Federal
Resarve banks should Le continucvusly invested recardless of the demand for
discounts, not onlv as ona of the chief means of supporting ths Faderal Reserve
banks dut as investiaents which can not possibly effect the money market in the
sense of adding new funis to the market bacause such investments simply return
to the zarket what have previously hgen subtracted from it and leave the con--
ditions as before. This wus substantially the view of the committes and is also
the opinion of Mr. Warburg with #homn we talked over the open marke! investmert
policy of the Federul Reserve banks when he waa last here something nore thamn
a week ago. My own feeling has alwiys deen that a consideradly larger proportion
of this fumd might be invested in long time donds.

8ince the Federal Reserve hanks now have $137,400,000 less than their
ocapital and surplus invested in Treasury certificates ani notes it seems to me
that we niay fairly be said to hawe deflated to that extent. I bdelieve that
when the investments of tho Raserve hanks in Treasurv certificates ani notes
or in bdonds other than bords bearing the circulation privilege reach $750,000,000
they may de sald to be excessive and to he influsncing the market in the Airection
of easy monsy, but when they fal! below $300,000,000 it sesns tc ms the influence
is distinctly in the dirsction of deflation. I undsrstand from Mr, Case that
arrangsuents are to be made to tnoke up the September 18th maturities which will
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actually leave the Federwl Reserve banks only a 1little more than $163,000,000
of Trsasury certifiocates and notes. ,

Why dhould not the Treasury consider that about the minimum with $350,000,000
as & saximos.

Perhaps it may be said that the holdings of acceptances or "™ills dbought )
in the opsn market® ought to he considered in the same oategory with Treasury e
certificates and notes, but there ia thls differanos - the acceptances repre-
sent actual dusinees transactions and are self-liquidating. WTarthermors unless
the PFedersl Beserve banks make some investments in acosplances the acceptance
Yusiness will Ve entirsly destroyed or driven to London as it will be just as
cheap to sall open merket on® namei paper as to arrange for the accepting of
drafts in banks or acceptance houses pavinz the 1/4 of 1 per cent commission.
Mr. Case mosmed to think it doubtful ~hether the market could stand a further
false of 1/8 unless the redissount rate was raised.

Yours vory truly,

Acting Gowsrnor,

M' A, ¥, u‘llon, :
8ecratary of the Treasury.

.
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April 30, 1933,

1 bave found an wxtPe copy of the pemphlet (rom
nhiioh the artiele you rend st the meeting of the
Open Market Inwestvant Comvittes i token, snl am
mclosing 4% hereeith. Bw paoghlst 15 ntitled
"Business Cyoles and Unompdayesnt® sad $s well werth
roading anl bewwing for references

T have Joat receivsd Crom ¥r. Osse = co 7 of
the nimter of the firet mesting of the Open Merket
Irrvestoont Courgttes dut have not yob had a chonce

to resd them,
Yours very truly,

Beting Oovrnere

e Jo Be MaBo gal, Govsrnor,
. Pederal Bossrve Bank,
Mm@g 5319

w /913 1///3/
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FEDERAL RESERVE BANK OF CHICAGO

230 SOUTH LASALLE STREET T

April 18, 1923. S

Mr. Edmnd Platt, Acting Goverwor,
Federal Reserve Board
Washington, D. C.

My dear Mr. Platt:

As you probably will remember, at the Pniladelphia
meeting I read some excerpts from the report of a committee

gppointed by the President to 1nvest1gate thg_g§g§§§_ai,hg§§y§§i
depressionse
r'x_ﬁ

The article which I presented and which was taken
from the April 9th issue of the American Banker was not a com—
plete report of the committee referred to, but I understood you
to say that the report had been published in printed forme. While
I believe you indicated the source through which we may receive
the same, I failed to make the necessary marorandums. If you
have an extra copy of the report referred to or can obtain &
copy of the same in my behalf, I shall greatly appreciate the
attention.

Very truly yours,

Governor. /ﬂALiZ>

M
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April 18, 1923

l "Mr., Miller distributed to the members of the Board copies of the
first draft of the forthcaming Review of the Month. Thereupon there
ensued a discussion of this document and also a discussion of discount \
rates and credit policies in view of Mr. Platt's report upon the recent
meeting at Philadelphia of the Open Market Investment Committee for
the Federal Reserve System."
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THE UNDERSECRETARY OF 7_IE TREASURY
%

5
1
H <

\
Ashville, N. C.,

CONFIDENTIAL April 17, 1923.

TO DR. MILLER,

Federal Reservs Board:

I attach for your confideﬁtial information

a copy of a memorandum of this date which I have
sent to the Secretary as to discount rates and

open market operations.

f?%ﬁ
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REC'. ¥ RECORDS SECTION |

Ashville, H. C,,
Anril 17, 1923,

TO THR SECR./ZARY:
It 1s possidle, I presume, that the Pederal Reserve Beak of

New York +1ill on Vednesday recesmend an inorease in its discount rate
from ¢} to § per omt. Frem the Treasury peint of view, I think it
would be a mistake to eppose this incrsase and that if ectually re-
cemnended by the lew York bamk it would be best for the Federal Heeerve
Bosrd to approws it, If it is to be epproved, it ought te be eporoved
promptly, for otherwise there will te dengwr of conflieting with the
Troasury's May finaneing, whioh will have to be announced sbeut: My Tih,
at the latest. If made now, I da not believe that en inerecase in the
Bew York discount rate will really embdarrass the Treasury, and in the
long run 1t nuazﬁumx 4f it put seme curb on peculation. To
e lar v sxtent, furthermere, the pozeibility of an inersseed rate has
bemn discounted, and money rates in the market have for some time been
rulingz at § per cent or abeve,--call money, fer example, has been running
st about & per cent, with acoasional jumpe to 6 per cent, while time
meney and eommereisl psper have Car some weeks been quoted at from 6} te
83, or even higher. These money rates have slrsady had their effeet
on the bend asrket, and tractionlly all ef our securities are selling at
prices thet would not bte out of line vﬂh. e 6 per sent disoouni rete.

On the other hand, I = not at 21l mere that en increase in the

discount rete is necessary, even though it would do no particular harm,

Federal Reserve Bank of St. Louis
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Last week's Pedersl Reserve statoment shoved s mmoh improved positios,
with some liquidation of loans and incressed reserves, sad I personally
think that there is muchyto be gained st this time by further sales of
Tressury notes end ervrtifioates by the Federal Hssorve Banks then by
fnoreases in the disocount rate. Liquidation of the Goverment ssoue
ritiee held by the Poderal Reserve Banks sstuslly pulls in Fedepral
Reserve funds froz the market, and this cute very heevily into the
supply of ifunds svailable for speculaticn and expansion, eincs reserve
depoeits with the Fodaral Reserve Banks account for sbout seven or eight
tines as much oroedid at the mewber dDanks.

laat mek's atatemont showsd not Miuildation of notes and certie
fioates by the Federal icsorve Barks of only 1 milliom dollars for the
‘wook, end at the ‘eme time indlcated a vonsiderable inerease in bille
purchased in the cnen markets This is & poor showing, end I think the
Fodoral Ressrve Board could proparly maks the Fedepsl Reserwe Banks do
mush better in the mext week cr so. It 1s an cld story for the Pederal
HAesorve Banks o be worrylag aboud ¢ eir discount reate at the sams time
that they wre thenselves making the situation worse through following
e misguided open market volicy, and I for one do not ses the Justificetion
for earryinz in the portfolics of the Federal Heserve Banks Govermment
ssoupition vad tills Lought in the open market to an agregats of over
400 million dellars, all purchased at retes below the present discount

rate, at the very time vhem the Federal kesorve Banks profie:s Lo be
worried about the general situstion and are expecting to raise their

|
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disoount rutes in order to aontrol the expansion of oredit and preveat
inflation. If the banks really want te control expansion they will
graduslly drew in thelr funds from the open market snd liquidate
their present holdings of bills and soourities,~.which gt their present
figures would support sn expansion of orediis st member benks running
as high as 8 dillion dollars.

From enother point of view, these epen market heldings of the *
Poderal Heserve Banks eperats exsetly 1like zeld imports, sand thelr l
liquidation operates exaotly like geld experts. The Federal Reserws
Banks are corried ~dout thelr present large geld holdings, whioh really
de oreate s situsticn which emcourages inflation and mey prove dengereus
when gold bdegins Lo move from us. Thedr epen narkest policy, hewever,
which has been guided almost emtirely by selfish oonsiderations of
nfnin.g mough to pay salaries, sxpenses and dividends, han emaggerated
the situsiion by over 400 million dollers, and prodused pracstically the
same eoffeot as if edditional gold imports ia this smount hed some inte
the country. The gold sitmation is difffeult to contrel, fer te s larye
extent 44 depends on ocutside fastors, but the spm market polioy ef the
Foderal Reserve Banks 18 entirely within the power of the System to oone
trol, and I think the time has come te control it.

After mere than a year's disoussion; and notwithstanding repeated
resclutions of the Felderal Advisory Counsil end more recently of the
Federal Reserve Board, the apen market poliey of many of the Federal
Reserve Banks, particularly Clevelemd, Chiocage, Kensas City snd Dsllas,
and to some extent of all the banks, is atill ectuslly determined by
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the gquestion of earning enough te mest expenses and dividends. Open
market operations are handled as if they had no relation to oredit
policy, and in oonsequence the discount rate has for lomg perieds been
absolutely meaninglees, Oleveland, for example, has recently been
taying entirely unjustified quantities of bills in the open markst,

for the sole purpose of replacing Govermeni seocuritiss redeamed by the
Treasury and restoring its earning assste to a figure deemed sufficient
to sssure meeting expenses and dividends., EKanses City is frankly
gaided by the seme polisy.

In the fass of a oredit situation whioh aduittedly does Gause some
oonoern, this is the most selfish snd nerrow-minded attitude imagzinabdle,
and I imow of no way to contrel it except for the Federal Reserve Board
to take the leaderchip. The banks thmuselves otight to do 1%, end have
as & matter of fact made same roal pregress during the year, Wit alwaye
as the rasult of dirsct pressure from the Treaswry and practically never
sn their own initiative, The Federal Reserve Board clearly lms power,
under Bection 14 of the Federal RHeserve Ao%, to regulate these open
market purchases, and whether or not inercases in the dieocunt rate
are recoumended and epproved I think further astion will have to be
teken to bring open market operaticns into harmony with the general

oredit poliey.

(Slzned) S p Gilbars i

Federal Reserve Bank of St. Louis
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EXCERPT FROM THE MINUTES OF MEETING OF THE FEDERAL RESFRVE BOARD

held April 10 .

"My, Miller moved tﬁat the resolution adopted by the Board
on April 7th, with reference to the liquidation of open market in-
vestments by the Federal Reserve banks as a precedent to an increase
in rates, be submitted by the Vice Governor to the Open Market
Investment Committee for the Federal Reserve System, at its meeting
to be held in Philadelphia on Friday, April 13th,

Carried."
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FEDERAL RESERVE E,DARD : g
‘ WASHINGTON ¢
ADDRESS OFFICIAL CORRESPONDENCE TO } X-36S9
THE FEDERAL RESERVE BOARD };'-‘
‘f

A

&
5 April 7, 1923.

SUBJECT: Policy Governing Open Mark§% Purchases by Federal Reserve
Banks and the Administrat?%n thereof.

Dear Sir: , %dd

&

.I,

This is to adviise you ;ormally of the action of the Federal RHa-
serve Board taken at its meeting of March 22nd, with respect to open
market purchases by Federal Re$@rve Banks, and which was discussed at the
recent conference betwe the Foderal Reserve Board and the Governors of
the Federal Reserve Bankb. ;

The Board has jdopted the following principles with respect to
opsn market investment operations of the Federal Reserve Banks:

(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 ¢f commerce and business; and to the effect of
such purchases or sales on the general credit situations
' (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 issuss, 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 rules that on and after April 1, 1923, the present
Committee of Governors on Centralized Execution of Purchases and Sales of
Government securities be discontimued, and be supersedsd by a new committee
¥nown as the Open Market Investment Committee for the Federal Reserve System,
said committes to consist of five representatives from the Federal Reserve
Banks and to be under the 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
Foderal Reserve Banks in accordance with the above principles and such regu-
lations as may from time to tims be laid down by the Federal Reserve Board.

LYY — A

 Orfpy Al 333 i
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AN

In accordance with the informal agreement made at the time of
‘the last Governors! Conference, the membership of the Open Market In-
vestment Committee for the Federal Reserve System, will be identical
with the membership of the old Committee, as follows:

Federal Reserve Bank of Boston
Federal Reserve Bank of New York
Federal Reserve Bank of Philadelphia
Federal Reserve Bank of Cleveland
Federal Reserve Bank of Chicago

By order of the Federal Reserve Board.

Wm. W. Hoxton,
Secretary.

f

To Governors of Federal Reserve Banks.
Copies to Agents.
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{
] RECEIVED
THE UNDERSECRETARY OF THE TREASURY Ama?s
WASHINGTON MR.A O MILIEBR
J .
FRECD°IN WECORDS SECTION
FEB6 1958
Dear Dr, liller: ' soes y
S A 4 .4 e .
In view of our conversation of this afternoon, I am 'éf
transmitting herewith for your confidential information copies /5 / L
o | A2

of (1) my letter of March 30, 1923,to Lr. Case, Deputy Governor

of the PFederal Reserve Bank of New York, offering to buy 10,000,

000 of Treasury notes at the market, (2) Lr. Case's letter of

April 4, 1923, stating that the Board of Directors of the Federal
Reserve Bank of New York had decided not to accept this offer, and

(3) my letter of april 5, 1923, to Mr. Case commenting on the

hesitancy of some of the Federal Reserve Banks to take a loss on

their holdings of Government securities. This is a matter on which

it may be necessary, it seems to me, for the Federal Reserve Board >(
to indicate some general policy to the Federal Reserve Banks.

I am also enclosing as of possible interest in this con-
nection a copy of a letter dated april 5, 1923, which I received
from Mr. Case advising that the Federal Reserve Bank of New York
has increased from 4 to 4%; per cent its rate on repurchase agree-
ments covering United States Government securities, and a copy of
my letter in reply suggesting that it might be advisable for the
Federal Reserve Banks at this time to mark up their buying rate on
acceptances. |

Very truly yours,
Hon. 4. C. Willer, b

Federal Reserve Board, e l‘ L /1‘( 1
v\:faShingtong D. C. ™ R %
5 enclosures. S. P. GILBERT, Jr., o

Under Secretary.

Federal Reserve Bank of St. Louis
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FEIERL HROEKVE BaNK

0¥ M./ YORE,

CONPIDENTIAL . April B, 1923.

Dear kr., Gildert, -

A8 stated in my teleppone conversation with you
yestorduy, we are changing ouwr rute from 4% to 41y, effective
April 10, 1323, on all advances to dealers against United jtates
Government sscurities purohased under fifteen day ssles cmtract
agreoments,

Government securities geuerally are now selling at
prices which represent considerably higher yields, (the Treasury
notes ylelding approximately 43%,) «nd in view of this it is felt
that the rate charged to dealers should be drought up to a point
equal to owr present redisocount rate.

Very truly yours,

(signed) J. H. Case,

Deputy Governor.

Honarable S, P..Gilwert, Jr.,
Under Jecretary of the Treasury,
Washington, D. C.
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Al April 6, 1923,

Dear ir, Cese;

1 received your letter of ipril b, 1923, and note thut
effeotive ;ipril 10, 1923, you are chsnging your rate from 4 to 4%
per cent on all advmo?a to dealers against United Stutes Govern-
pent securities purchased under fifteen~day sales contract apree~
ments.

It oocours to‘x!n in this oonneotion that, in view of the
upward tendency of money rates and the oonocern which the Federsl Re-
serve Banks are feeling about their discount rutes, it mld(x;ot\hs
inspmropriate to rmark up the buying rate on soceptances to & hlghor

v e s
figure, perhaps as hich es 45 per cent, 7There seems lately to have

been & oonsidersble increase in the purohases of acoceptances in the
open mirket, purtiocularly by federul ieserve Banks like Clevelund,
which have liquidated considerable holdings of Government securities.
I velieve it would roaden the markst for acoeptances exxi at the same
time give the ‘edernl Reserve Banks a bstter hold on the general

situation if their buying rutes were adivanced to correspond more

——

olosely to the prevalling mariat rstes for momey.

Very truly yours,

J« Be Cane, 8.,

Aoting Governor, Je e GILBEIT, J¥e,
federal Lesurve bank, Under Searetary.
Jlew York, X, Y.

e faia

Federal Reserve Bank of St. Louis
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N April 5, 1923.

CONFIDENTIAL

Dear Mr. Case:

I received your letter of April 4, 1923, and note that after
careful consideration the Federal Reserve Bank of New York has decided
not to take advantage at this time of the Treasury's offer to take up
$10,000,000 face amount of 4t per cent Treasury notes of Series
Be1926 at the market price, plus accrued interest. I note that the
Federal Reserve Bank would be willing to sell the notes at the book
value, but the Treasury would not be able, of course, to purchase them
on this basis in view of the prevalling marke t prices.

I hope that the Federal Reserve Bank of New York, and the other
Federal Regerve Banks, will feel willing to sell from time to time in
the market, at the prevailing market prices, all or substantially all of
their present holdings of Treasury notes. Thess notes, like Treasury
certificates and Victory notes purchased by the Federal Reserve Banks
for their investment accounts, were bought primarily for the sake of
earnings and incidentally, in some cases, for the purpose of exercising
credit control when circumstances should arise to make it necessary.

The Federal Ruérvo Banks during 1922 must have taken many profits in
connection with their dealings in Government securities and now‘that the
market has to some extent turned I feel that the Federal Reserve Banks
should not be too hesitant about uiling their notes and certiﬁcg.tu

simply because that may involva taking some losses. These transactions
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mst be regarded as a whole and unless the Federal Reserve Banks are to
go back to their old theory of running an investment account in Gove rn-
ment securities simply for the purpose of making earnings, it seems to

me they should be willing to take losses, 1f necessary, whenever cir-

cumstances indicate the sale of sscurities still carried in their port-
folios. Any other view will absolutely freeze up the holdings of
Treasury notes still in the hands of the Federai HReserve Banks until
either their maturity or such time as a rising market makes it possible
to sell the notes without realizing a loss.

I hope that you will review the matter on this basis, and 1if
you think it necessary put it up to the Central Committee on Open Market
Operations for further consideration. |

Very truly yours,
(Signed) s, P. Gilbert, Jr.

Under Secretary.

J. H, Cage, Esq.,

c/o Federal Reserve Bank,
15 Nassau Btreet,

New York, N. Y.
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FEDERAL RESERVE BARK
OF NEW YORK

Aprii 4, 1923,

CONRFIDENTIAL,

Dear Mr. Gilbert:

With further reference to your letter of March 30, 1923, in which
you state that the Treamury will be willing to take up $10,000,000, par
value of 44% Treasury notes due September 15, 1926, held by this bank in
its invegtment account, at the market plus accrued interest, ﬁhilo, as
stated in our telephons conversation Saturday, we will be glad to sell
these to you at the book value, we do not feal thut we are in a position
at present to sell them at the mmrket price.

These notes, you will recall, were acquired by us in comection
with the exchange of Victory notes last August. The latter were purchased
in July 1922 at somewhat above par and if we were o disposs of them at
the market price, which is at present 98%, (representing approximately a \/ :
4.75% yleld) the transaction would entail & monay loss to us of $191,532.75.

The matter has been taken up with our Board of Directors at its
meeting toeday, and after careful conslderation it was decided not to take
advantage of the Treamury's offer at this time.

Very truly yours,
(8igned) J. H. Case,

Deputy Governor.

Honorable S« P. Gilbert, Jr.,
Under Secretary of the Treamury,
Waghington, D. C.
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March 30, 1923,

Dear Mr. Cage:

I understand that the Federal Reservs Bank of New
York holds about $10,000,000 face amount of 4% per cent
Treasury notes which it would be willing to sell, and I am
writing to advise you that the Treasury would be willing to
taks up thegse notes at the market, plus accrusd interest,
for retirement out of "proceeds of Treasury notes", provided that
the transaction can be put through within the next two or three
days, preferably on March 3lst. I assums you will advise me
promptly whethsr or not you wigh to accept this offer.

Yery truly yaurs, |
(Signed) 8. P. Gildert, Jr.,

Under Secretary.

J.H.Cage, Enq.,
Acting Governor,
Federal Reserve Bank,
New York, N. Y.
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EXCERPT FROM THE MINUTES OF MEETING OF THE FEDERAL RESERVE BOARD

held April 5, 1925.

2 "The Vice Governor stated that he had received a letter from

Mr. Casé, Deputy Governmor of the Federal Reserve Bank of New York,
suggesting that the Board call a meeting at Philadelphia on the 13th
of April of the Open Market Investment Committee for the Federal
Reserve System, provided for in the resolutions of the Federal Reserve
Board aggggggmgggggwgggg}\and which it is understood will be composed
of the same members as was the former Committee of Governors on
Centralized Execution of Purchases and Sales of Government Securities.

Upon motion, the Secretary was instructed
to wire Governor McDougsl, the Chairman of the
late Governors' Conference, with a view to
ascertaining who is the present Chairman of
the Committee aforesaid.

The Vice Governor was authorized, after
receipt of this information, to call a meeting
of the Committee at Philadelphia on the 13th of
Apriil."

Federal Reserve Bank of St. Louis
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v | X-3675
garued

RESOLUTION RECENTLY ADOPTTD 3Y TIIZ FEDERAL RESERVE DOARD.

"Thereas the Federal Reserv: Board, under the powers given
it in Sections 13 and 14 of the Fideral Reserve Act, nas authority
to 1limit and otherwise detsrmine the securities and invesiments
purchas=d by Faderal ressrve banks:

Wnersas the Federal Reserve Board has never prescribad any —
limitation upon open.market purchases by Fedsral raserve banks;

Whareas the amount, time, character, and mannsv of such pur-
chases may exércise an important influence upon the moncy market;

Whereas an open market investment policy for the twslve bani's
composing the Federal reserve system is necossary in the interest
of the maintenance of a good relationship vetwaen the discount and
purchase oparations of the Federal reservz banks and the gencral
money market;

Wheresas heavy investments in United States securitiss,
particularly short-dated certificate issuszs, have occasionsd em-
barrassmznt to the Treasury in ascertaining the trus condition
of the money and investment markets from tim:s to time,

THEREFORE, Be It Resolved, That the Federal Reserve DBoard,
in the exerciss of its powers under the Federal Reservs Act, lay
down and adopt theifollowing principies with respect to open
market investmont operééions of the Federal resarve banks, to-wit:

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

market investments purchasad by Faderal raserve banks be governad

, ’ /;/r ,// ‘33 3 I
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with primary regard to tha ascconmodation of commarcs and
business and to the effect of such purchasas or éalas on ths
gencral credit situation.

(2) That in mak ing the selection of open market [urchases,
caraful regard be always siven to the bearin. of purchases of
Unitad States Government securitiss, especially the short-datad issues,
upon the market for such securitiss, and that opsn market purchases be
primarily commercial investments, except that Treasury certificates
bs dealt in, as at present, under so-called “rejurchass' agreemente.

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

present Committes of Governors on Centralized Exacution of Purchasas

and Sales of Government Sscurities be discontinucd, and be supersadad

by a new committee known as the QOpen Market Investment Committes for

the Federal Reserve System, said Committee to consist of five represanta-

Ctives from the reserve banks and to be undsr the gensral supervision

of the Federal Reserve Board; and that it bs ths duty of this Committee

10 devise and rscommend plans for the purchase, sals and distribution

" of the open market purchasss of tha Federzl reserve banks in accordance

Digitized for FRASER

with the above principles and such regulations as may from time to tims

be laid down by the Federal Resasrve Board."

Note: Ths Toard has determined that Government sccurities of i/
short maturities should be liguidated first, and wishes the />Kf
opinion of the Conforence of Governors as to how this may / \

best be done without disturbance to the marlket.
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RESOLUTIONS APPROVED BY FEDERAL RESERVE BOARD AT
MEETING ON MARCH 22, 1923,

"Whereas the Federal Reserve Board, under the powers given it
in Sections 13 and 14 of the Federal Reserve Act, has authority to
limit and otherwise dctermine the securities and investments purchased
by Federal reserve banks;

Whereas the Federal Reserve Board has never prescribed any limita-
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 for the twelve banks
composing the Federal reserve system is necessary in the interest of
the maintenance of 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-
larly short-dated certificate issues, have occasioned embarrassment to
the Treasury in ascertaining the true conlition of the money and invest-
ment markets from time to time,

THEREFORE, Be It Resolved, That the Federal Reserve Board, in the
exercise of its vpowers under the Federal Reserve Act, lay down and adopt
the following principles with respect to open market investment operations
of the Federal reserve banks, to-wit;

(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-
ful regard be always given to the bearing of purchases of United States
Government securities, especially the short-dated issues, upon the mar-
ket 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.

Be It Further Resolved, That on and after April 1, 1923, the
present Committee of Governors 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 for
the Federal Reserve System, said Committee to consist of five repre-
sentatives fnom the reserve banks and to be under the general super-
vision 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 wurchases of the Federal reserve
banks in accordance with the above principles and such regulations
as may from time to time be laid down by the Federal Reserve Board.!
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n_k- nﬂ)m‘ of the investmant policy of the Fedmal reserve Lenks
Mts “Atself to my mind, more pa.rtmula-ly the MW

}/ od
pollioy, I should state the quastion at issue as follows: FEB 6 1958
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Pedorel ressrve horks, in selling Govornment securi ties,

are undortakin: to conirol the market by "borrowing” from the | 0/ w!‘i
muket. They sesk %@ justify this procedure en the ground that

such borrow g is nucossary, or st lesst very aivisable, under

sirouse :nces llk. tne presemt iu oxrder to axereise sppropriate

- control over s marzot.

Aoscanting ss & matter af prinoiplo that it i a propor procedure for
& Jederal reserve dank, in cert:in circurstmeer, to undertite tc influzuce
the course of the merket by borrowing from it, nd grunting thal present
conditions are such as to warr-ant the aplimtion -2 thia »elnciple, 1t
is yot t» be mted. if mot emphasized, that the rarket which is the pronor
province of tho Federsl resorvo hanic snd the ono mericet vhich they aro
warrented in wdort-eings to e=orclse 2 sontrol over 15 not the investiuout
maret, or even the menarnl worey rarest, but the bill and comnercial pavor )(
marxets.

™he s:le of fovermment securitios, oven thone of short dcte, has no
direct effeot upon the bill marcet. It is at best an im::.ireot netind of
reaching the 511l markct, The sgonersl money market 18 affcotod by tho sule
of Governwents, i than by a proeess of mepercussion an effect is felt in
the bill marscte This coaugd woout bthwow:h the diverslon ol funds Tron tihe
bill market to the meriket for Goverments dy Federul reserve bunk sales of

the lattcr, To bring sbout the diversion cof funds from the bill market to
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tm maket for Jovermmants - in other words, to reise the rute for bills end

g %0 #tiffen the hil) marcet ~ the prise of Govermments mist be dapressed and

. their yisld reised w e point mfficient to ‘ake ths shift of funds frem
the bill meriet attractive; other¥iss stated, to foros tho bill mariet to
bid agaimst the mﬂiot for Coverments. Stating the proposition e little
differently, anj pernsns «oOre pointedly for murpsses of the presant dis-
sassion, it appears that the nmnrket for Govermenta mist in mme degree be
*gpailed" in order t» accomplish the profeased objeot of Moral rosorve

banics.
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THE UNDERSECRETARY OF THE T?ASURYFEB 6 1958
WASHINGTON v amy e
N ey

September 19, 1922, %A“

PERSONAL AND CONFIDENTIAL

Dear Dr. Miller:

1 am attaching for your information and considersation a
copy of & letter dated September 15, 1922, which I have received
from Governor Strong in response to the suggestions made in my
letter of September 13th as to Federal Reserve Bank investments
and discount rates. It is a little early to tell what is going on,
but I am fairly well satisfied that as & result of the September
15th operations there will be a considerable decresse. in Federal
Reserve Bank holdings of Government securities. Whether this gein
will be held will dépend on whether the banks continue to refrain
from reinvestment. I think it mey be advisable in any event to
have Governor Strong come down to Washington some time within the
next week or so to discuss the policy which should be followed,

é and I should be interested therefore in any suggestions which you
‘ may be willing to offer, and particularly in knowing what day next

week would be = convenient time for some such conference with

Very truly yoursi

“. .
S. P. GILBERT, Jr.,
Under Secretary.

Governor Strong.

Hon. A. C. Miller,
Federal Reserve Board,
Weshington, D. C.

1 enclosure
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FED<RAL. RESERVE BANK OF NE¥ YORK.
PERSONAL AND ‘
CONFIDENTIAL _ September 15, 1922.

My dear Mr. Gilbert:

Your favor of the 13th instant is before me. We intend to let our ma-
- \”_\‘\

turing certificates run off to-day, and the result of a variety of transactions

will be to reduce our own holdings somewhere in the neighborhood of $32,000,000.
This morninnge heve $159,000,000 of Treasury notes and certificates of indebt-
edness (some six or seven millions of which are those carried for dealers) and
the above reduction will bring us down to less thaﬁ $98,500,000 of our owﬁ owner-
ship; this compared with $155,000,000 to $156,000,000 on July 1lst. Our present
estimate of earnings would indicate that with mmx allowsnce for the .regular charges
at the end of the year we will ﬁo more than earn our dividend. As to all the
reserve banks, since tle comrittee was formed and not including to-day's trans-
actions, the reduction in their investment sccount has totalled $101,000,000.

The reduction effective to-day has not been reported to us, but will probably be
nor less than ;650,000,000 more, including our‘own.'

In view of these facts you will realize that we have witnessed a reduc-
#Egﬁ_figggwggge_Ihen_phg“ggggiﬁggg began actual operatio;;:—;;;;_;;h;;—;;;;;~;;;“
one-hslf months, exceeding $150,000,000 or sbout one-third of the whole agooufit.
I do not thing that anything more than that could have been done without disturb-
ing the money market, although we too have suffered impatience at times that we
did not progress faster. |

Please do not consider, as might be implied from youwr letter, that I
personally, gs chairman of the Committee, or even the committee as a whole attempts

or desires to attempt to exercise any control over investments or investment policy

of the respective reserve barnks. We had an understamding, as you know, that
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investments in excess of what is needed for earnlng purposes should be allomed to
/HM

P’

run off, and that operations should be conducted through the central committee.
o

Our influence has been directed towards reducing the account right along, but we
have no power, nor would we desire to exercise the power, to be more than the
agents of the Federal Reserve Banks to carry out their wishes in line with the

pplicy established at the April conference.

Your suggestion that we liquidate invesiments faster than we are doing

and at the same time reduce discount rates, I fear is not feasible, and certasinly )Y:

e e e

I would want to discuss it with you and with the Federal Reserve Board as well as
our directors very thoroughly before attempting such a program. My impression
is that our next move must be to slightly increase the rate at which we buy
bankers acceptances, which will have a tendency, of course, to distribute these
bills throughout the market, instead of having them accumulate in our hands,
and this, it seems to me, is more in line with the policy which you advocate than
would be a reduction of our discount rate to a point whiech would invite borrowing
by member banks and vhich indeed might prove to be inflationary rather than the
reverse. Certainly that tendency might be more likely to develop were we to
establish, say, a 3 1/2 per‘cent rate and at the same time to call in a consider-
able volume of funds from the market, which would put the general market rates
above what thsy now are.

Permit me to say personally that I think Mr. Case has accomplished a
wonderful result in what has been sbove reported, and we expect to continue j;

quietly along this line, using every effort to avoi orary or even more

extended disturbance of money rates, and I have felt that we were fully meeting

the views of the Treasury, especizlly as these matters have been put forth in

such d=tail almost daily.
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You may be interested in learning of the intention of certain of the
officers of reserve banks to bring out a thorough-going discussion of this whole
policy at the conference of governors which is to be held in Washington on the
10th of October.

As to the market generally for the Government issues, while there has
been a slight improvement for the last few days, for at lesst three or four
weeks past there has been a constent decline and a really soft market. To il-
lustrate: the Fourth 4% per cent Liberty Loan Bonds have declined from high
price 1% per cent; that is from 101,86 to 100.60. This we attribute to a
varie'y of céuses. One is the adverse exchanges, that is the movement of funds
to the West for crop purposes; another, somewhat more active commercial demands for
funds; and undoubtedly the third is the apprehension that the bonus bill will
become law and impose considerable borrowings by the Treasury.

We have constant evidence of a tendency on the part of institutions
to liquidate‘securities which are paying the lowest rate of return, which have
in the main been Treasury notes and Treasury certificates.

We are unable to lay out a definite program, in'fact have no authority

to decide how rapidly the Reserve Banks shoudd liquidate their holdings of certi- v

ficates and notes, but if you feel willing to take the responsibility of indicat-
ing at whg}ﬂggﬁ@nggijzgg;gglﬂ;mnuld”adxiaemligﬁidg&ipg, upon telephone suggestion
with the figures stated coming from you I could arrange with some of the Reserve
Banks to join.us in carrying out such a program. It would hardly be possible to
do that, however, before the Governors' conference, at which time we hope to

have a statement of earning assets and of respective earnings from all of the
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Reserve Banks as sn aid to consideration of this very matter.
Very truly yours,

(Signed) Benj. Strong,
J. H. Case.

P. S. This letter was dictated by Mr. Strong, but in his absence,

signed by Mr. Case.

Honorable S. P. Gilbert,
The Under Secretary of the Treasury,
Washington, D. C.

BS .RAH
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