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CONFIDENTIAL November 17, 1926

S i r s
|f/7p ^

I  am enclosing copy of the minutes » f  the

meeting of the Open Market Investment Committee held 

in Washington, November 7, 1926J also report of the 

Committee to the Governors1 Conference, Novemberjg, 

1926J

3 3 3 , - 4  -  X

Investment Committee

Honorable D. H. Crissinger, 
Governor, Federal Reserve Beard, 
Washington, D. <3.

tiic le  ( 2 )

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
I P

declassified
Authority E.6. IBSto

•vVOMi.

^  ^  ^  nREPORT OF THE OPEN MARKET INVESTMENT COMMITTEE TO THE^ W ^
^  GOVERNORS' CONFERENCET NOVEMBER 8 . 1926 ' MJKlojlMI

^  _ _ _ _ _  NOy £ |92j

Since the Governor*1 conference last spring there have been two 
important changes in the special investment account, - a purchase of s 
between March 29 and April 15, which increased the amount from 210

“i*V 10.1926,to 275 million, and a sale of securities between August 7 and September 15, which 

reduced the account again to 200 million dollars*

Purchases in March and April
The purchase of 65 million dollars of securities in March and April was 

made at a time when business psychology was pessimistic, when commodity prices
.....  . ^

were falling, and when there had been a considerable liquidation of credit employed 

in the security markets, and to a lesser degree in commercial loans* The result 

of the purchases was to reduce approximately to that extent borrowing by member 
^  banks at the Federal Resei've Banks, particularly in larger centers, and to operate 

together with other causes toward slightly easier money conditions.

Sales in August and September
As the Y©&r advanced no'?business recession such as had been anticipated 

by many earlier in the year developed* The volume of trade continued at a very 
high level, building activity and automobile production were well maintained, 
commercial loans increased, and the volume of credit employed in the security 
markets again showed an increase* Money rates showed an advancing tendency and 
the Federal Reserve Bank of New York raised its discount rate from 3 1/2 to 4 per 

cent on ̂ ugust 12*
The sale of 75 million of securities from the open market investment 

account between August 7 and September 15 took two formsJ first, the sale of 
35 million to foreign correspondents to employ balances created by gold imports 
into this country. This sale of securities merely offset the effect of the gold
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imports* In addition 40 million of securities were sold to the Treasury Depart

ment for account of the sinking fund and the effect of this sale on the market 
was distributed throughout the country as the Treasury withdrew funds from depos
itary banks in all districts to pay for the securities*

The sale of securities was naturally accompanied by a slight further 

increase in borrowing by member banks, by increased offerings of bills to the 
Reserve Banks, and by slightly firmer money conditions* The relationship be

tween open market purchases and sales during the year to changes in bills dis
counted and holdings of bankers acceptances, is shown in the attached diagram*

The Present Credit Situation

The present credit situation does not appear to indicate the desir
ability of any change in open market policy* Business continues to be active 
and the volume of trade is at a high level# The business atmosphere, however, 

is conservative and there is some apprehension as to the future* There were 

reports recently of some decline in building and production of automobiles* In 
recent weeks there has been a considerable liquidation of brokers loans and some 
slight reduction in the total volume of credit outstanding* The October period 
of largest demand for commercial credit appears to have passed without credit 
stringency and, aside from a period of slight ease in the second half of October, 
money conditions have been steady*

Turn of the Year

In the past two years it has been found desirable to sell securities 
in January to take up the usual seasonal slack in credit resulting from the 
return of Christmas currency and the usual seasonal flow of funds to money 

centers* Last year a purchase of 50 million dollars of securities was made 
during the period of greatest currency demand in December, and these securities 
were sold in January and February* These transactions appeared to have a
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stabilizing influence upon money conditions, although the amount of purchases 

and sales was not sufficient to prevent a considerable tightening of money 
rates at the end of the year and a considerable easing in rates at the beginning

desirable to purchase up to 100 million of securities during the coming six weeks, 
to be sold again at such time as credit conditions appear to make that course 
desirable* If business and credit conditions continue as at present it would 
seem wise to sell these securities shortly after the turn of the year, but in the 
event of a decline in business activity, such as some observers think may occur, 

it then might be desirable to retain a part of these securities in the Federal 

Reserve portfolio# In any event we should be prepared for either course*

Temporary Ŝ les of Securities
At the June 15 tax period the usual temporary sales of securities were 

made from the open market account to stabilize money conditions, with the result 
that money rates were steady during the period* At the September 15 tax period 
the New York City banks were so largely in debt at the Reserve Bank that it was 
felt that temporary sales would not be necessary and this proved to be the case* 
The temporary supply of funds in the market, due to the redemption of maturing 
issues, was offset by the liquidation of member bank indebtedness and money rates 
were steady during tha period*

The exhibits "A" and "B" attached show in detail the distribution of 
government securities and bankers acceptances among the Federal Reserve Banks; 
there is also attached (exhibit "C"} statement showing actual earnings of all 
Federal Reserve Banks for the first nine months of the year 1926 and the estimated 

earnings for the entire year; also (exhibit "D”) a comparative statement of 

earning asset holdings of all Federal Reservc Banks*

of the new year* The committee
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Exhibit "A”

STATEMENT SHOWING PARTICIPATION FY FEDERAL RESERVE BANKS IN SYSTEM 
SPECIAL INVESTMENT'ACCOUNT AND CLASSIFICATION OF ISSUES HELD

Holdings Holdings by Maturities
B o st on £ 8,767,000 December 15, 1926 0 42,802,500
Mew York 52,761,500 March 15, 1927 54,919,200
Philadelphia 4,920,000 June 15 , 1927 67,457,000
Cleveland 13,202,000 December 15, 1927 34,821,300
Richmond
Atlanta

5,818,500

'0
Chicago 

St. Louis
26.233.000

13.725.000

Minneapolis 

Kansas City 

Dallas

San Francisco

8 ,923,500 

17,995,000 

18 ,467 ,000 

29,187,500

1200,000,000 $ 2 0 0,000,000
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E xh ib it "B"

PURCHASES OF BANKERS ACCEPTANCES FROM JANUARY 4 TO OCTOBER 2 7 , 1926 AND AMOUNT 
EACH BANK HAS RECEIVED IN EXCESS OR SHORT OF ITS FRO RATA SHARE 

UNDER APPORTIONMENT PLAN PUT INTO EFFECT JANUARY 4 . 1926

B i l l s  Acauired
B i l l s  E n t it le d  

to  A cau ire
B i l l s  Over 

Pro Rata Share
B i l l s  Short 

Pro Rata Share

Boston $ 104 ,836 ,000 $ 9 4 ,6 6 4 ,0 0 0 $10 ,172 ,000 »  0

New York 315 ,436 ,000 318 ,297 ,000 0 2 ,8 6 1 ,0 0 0

P h ila d e lp h ia 106 ,557 ,000 108 ,188 ,000 0 1 ,5 3 1 ,0 0 0

C leveland 133 ,772 ,000 135 ,231 ,000 0 1 ,459 ,000

Richmond 7 0 ,3 7 6 ,0 0 0 70 ,945 ,000 0 569,000

A tlan ta 70 ,8 41 ,0 00 7 1 ,4 11 ,0 00 0 570,000

Chicago 188 ,637 ,000 189 ,326 ,000 0 689,000

S-t. Louis 53 ,746 ,000 5 4 ,562 ,000 0 816,000

M inneapolis 56 ,768 ,000 57 ,422 ,000 0 654,000

Kansas C ity 8 0 ,1 5 5 ,0 0 0 8 1 ,140 ,000 0 985 ,000

D allas 57 ,311 ,000 57 ,422 ,000 0 1 1 1 , 0 0 0

San F ra n cisco 121 ,885 ,000 121f712 r000 173.000 0

T o ta ls $ 1 ,3 6 0 ,3 2 0 ,0 0 0 $ 1 ,3 6 0 ,3 2 0 ,0 0 0 010 ,345 ,000 $10 ,345 ,000

The overages shown in  the aboTe statem ent are 

usual manner*

being ad ju sted in  the

-----»  ■ ™
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E xhibit "O'*

STATEMENT SHOWING ACTUAL EARNINGS OF ALL FEDERAL RESERVE BANKS 
FOR THE FIRST NINE MONTHS OF THE YEAR 1926 

AND ESTIMATED EARNINGS FOR THE ENTIRE YEAR 1926

Actual Net Earn
ings in Excess 
of Expenses and 
Dividends, but 
before Charge- 
offs, 9 Months 
Ended Sept, 30, 

1926

Estimated Net 
Warnings in Excess 
of Expenses and 

Dividends, but be
fore Charge-offs 
Entire Year 1926

Estimated 
Charge-offs 
for Year 

1926

Estimated Net 
Earnings after' 
a ll  Charge-offs 
Available for 
Surplus and 
Franchise Tax 
f or Year 1926

Boston $ 533,345 $ 711,132 i  137,047 $ 574,085

New York 1,183,296 1,577,724 455,000 1,122,724

Philadelphia 528,870 705,156 38,000 667,156

Cleveland 570,000 760,000 372,000 388,000

Richmond 5331000 710,667 105,000 605,667

Atlanta 936,426 1,248,564 340,327 908,237

Chicago 938,099 1,250,800 660,197 590,603

St. Louis 592,684 790,248 233,591 556,657

Minneapolis 275,612 367,488 95,946 271,542

Kansas City 583,715 778,284 166,024 612,260

Dallas 531,019 708,024 41,296 666,728

San Francisco 1.160,000 l t546r667 662,000 884.667

Totals $8 ,366,066 §11,154,754 $3,306,428 §7,848,326
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STATEMENT SHOWING EARNING ASSET HOLDINGS OF ALL FEDERAL RESERVE BANKS NOVEMBER 3, 3-926 COMPARED WITH PREVIOUS WEEK AND NOVEMBER 4, 1925; ALSO WEEKLY
_______AVERAGE OF EARNING ASSETS FROM DECEMBER 31, 1925 TO NOVEMBER 3, 1926 AS COMP A PEP WITH CORRESPONDING PERIOD 1925 />ND ENURE YEAR 1925___________

"TOCO OiPivteTj

E x h i b i t  " D *

B il ls  Discounted

Net Change

Oct, 27 
Nov. 3

Boston New York Philadelphia Cleveland Richmond Atlanta Chicago St. Louis Minneapolis Kansas c ity  Dallas san Fran. Total

$32,405 #132,347 $40,916 $74,122 $41,866
23,975 172,403 38,705 69,260 35,364

8,430- 40,056+ 2,211- 4,862- 6,502-

$53,350
50,461

$106,081
130,644

$42,171
44,538

2,889- 24,563+ 2,367+

$12,059
10,500

1,599-

$13,962
16,553

2,591+

$20,070
19,594

$62,534 $ 
63,901

476- 1,367+

631,923
675,898

43,975+

B il ls  Purchased
m w

-  Oct. 27
-  Nov. 3

34,256
31,254

48,231
71,250

26,015
26,194

28,148
30,024

13,701
14,349

34,829
33,858

44,488
44,912

5,716
7,382

13,449
13,387

17,648
17,710

14,151
14,313

26,869
27,425

Net Change 3,042- 23,059+ 179+ 1,876+ 648+ 971- 424 + 1,666+ 62- 62+ 162+ 556+

Government S ecurities •- Oct. 27 
" M -  Nov. 3

9,609
9,958

54.084
54.084

19.928
19.928

34,690
35,542

7 ,06C 
7,059

1,866
1,887

47,802
48,136

19.610
19.610

17.486
17.486

27,999
29,349

21,172
21,439

38.868
38.868

Net Change 349+ -0 - -0 - 852+ 1- 21+ 334+ -0 - -0 - 350+ 267+ -0 -

Total Earning Assets
N « N

-  Oct. 27
-  Nov. 3

76,310
65,187

234,662
297,777

88,859
86,827

136,960
134,826

62,627
56,772

90,045
86,206

198,371
223,692

67,497
71,530

43,534
41,873

59,609
62,612

55,393
55,346

128,271
130,194

Net Chsnge 11,123- 63,115+ 2,032- 2,134- 5,855- 3,839- 25,321+ 4,033+ 1,661- 3,003+ 47- 1,923+

Comparison o f Weekly Averages of Earning Assets

Dee. 31, 1925 to  November 3, 1926 
Same period 1925 
Entire year 1925

80,361
85,869
93,459

272,206
283,626
287,133

89,970
83,379
85,078

108,230
111,982
113,904

61,266
54,993
54,734

76,510
46,670
56,548

156,281
132,699
138,045

63,500 
53,267 
55,936

38,188
37,143
37,271

63,774
54,342
57,293

53,586
45,351
49,024

115,914
105,878
109,866

Net change from same period 1925 5,508- 11,420- 6,591+ 3,752- 6,273+ 29,840+ 23,582+ 10,233+ 1,045+ 9,432+ 8,235+ 10,036+

Net change from entire year 1925 13,098- 14,927- 4,892+ 5,674- 6,532+ 19,962+ 18,236+ 7,564+ 917+ 6,481+ 4,562+ 6,048+

Coacarison of Actual Earning Assets

November 3, 1926 
Novenber 4, 1925

65,187
117,461

297,777
286,104

86,827
88,899

134,826
118,012

56,772
53,897

86,206
91,465

223,692 
154,9C7

71,530
71,676

41,873 
34, 531

62,612
83,048

55,346
73,062

130,194
142,974

307,541
332,098

24,557+

300,174
302,346

2,172+

1,242,138
1,312,842

70,704*

Nst Chang* 52,274- 11,673+ 2,072- 16,814+ 2,875+ 5,259- 68,785+ 146- 7,342+ 20,436- 17,716- 12,780-

1,179,786
1,095,199
1,138,291

84,587+

41,495*

1,312,842
1,316,036

3,194-

r >
c
&
0

,
-

<§• w
lm f t !

r i
V> >1

c r

S s
G fi
1— 1

*3
(T*

O

SUMMARV CF CHANGES FOR SYSTEM

B ills  discounted for  week $43,975+
B ills  purchased fo r  week 24,557+
Government secu rities  fo r  week 2,172+
Total earning assets fo r  week 70,704+ 
Comparison of Weekly Averages o f Earning Assets

Dec. 31, 1925 to  Nov. 3, 1926 against same period 1925 84,587+ 
Comparison o f Weekly Averages of Earning Assets

Dec. 31, 1925 to Nov. 3, 1926 against entire year 1925 41,495+ 
Comparison o f Actual Earning Assets Nov. 3, 1926

with Nov. 4, 1925 3,194-
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orresp^n. e :e
\ A ll Members o f  the Board

Nc jum: n m b  rm:

1 6 ^ 1 2 2 6 _______

Mr. Noell

At the meeting o f  the Executive Committee yesterday there was 
ordered circu lated  the attached le t t e r (from the Secretary o f  the Open 
Market Investment Committee enclosing"copy o f  mimrjre.sL.of the meeting 
o f  the Committee held here on S eptember 1 0 t h . /  3

l><TOvernor Crissinger ^  »  fX *
v ' mt. P latt 
^^Mr. Ham l ip

Cunningham 
M iller 

Cbl. McIntosh 
Please return to the Secretary 's O ffic e .
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Boeolpt 1» *cknowlo4*o<l of HBy U ttif, 
of Soptwabor X4t3u &d<ir*i»ed to Go*wm& P* 
t e t lm s tg 'k  o o m e fo d  m m  o*  7 / /£>
Opm tttxfcot XfimtaMRat OoaalttKelA hinpo ©a /  ,
Soptomtor 10t%« fh#»# rataat«» fc*r® to«n *ak»H~ 3 3 3 * 
tut«d fojp 1̂ 089 tflNMPdttod with you* of
3«pterak#r 13th*

fiarar t*uly ywri#

J . 0 ,
A ssistant Sicapolawfy.

Mr. f* B. yaU«*oat »*er©Ury# 
Opoa Matfkot Xatootooal Gojaaittao, 

a/o lidowtl Hoterrs Saak* 
to* Toifc, I* T.
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federal  reserve  bank

OF NEW YORK

r i i o e r v E D  
•• EsD 1 5  t3 2 i
O F F I C E  O F  

'mm QQV&&MQB,

CONFIDENTIAL September 14, 1926

S i r :

Some alight corrections have been made in the minutes 
of the joint meeting of the Open Market Investment Committee 

and the Federal Reserve Board held on September 10, 1926, and

I am enclosing a corrected copy herewith! fill you be good t
_ _ ..  -lJU i 3 3 3 . ~ J x - 2 . \enough to substitute this for the one previously sent you. ( j ^  \

>spectfully,

W. B. Matteson 
Secretary, Open Market 
Investment Committee

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

Enel,

at  ex j^ r r r a  oommtitbih
MHSKINGh

SEP 1 5 ^
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REPORT OF THE SECRETARY TO THE OPEN MARKET INVESTMENT COMMITTEE MEETING 
________________  AT WASHINGTON. SEPTEMBER 10, 1926 ________________

Following the action taken by the Committee at its last meeting 

August 17 , 1926 to make certain reductions in the System Account through 

the sale of Third Liberty Loan bonds to the Treasury Department and shoTt- 

term securities to foreign correspondents the following transactions, in 

addition to the sales of $7,337,000 to foreign correspondents approved at

the last meetir^, have taken place:

Sales of $15,000 ,000 1927 Treasury Notes to other Federal reserve banks.

Purchases in lieu thereof of a like amount of Third Liberty Loan 
4 l/4$> bonds, thereupon selling to the Treasury Department

$39,425,500 Third Liberty Loan 4 1/4/* bonds#

Sales to foreign correspondents consisting of

$ 490,000 September IS, 1926 Treasury Notes 
f  12,972,500 December 15, 1926 Certificates of Indebtedness

These sales, which were made without replacement, have brought the total 

System Account holdings at the close of business September 8, 1926 to 

$209 ,975,000.

A special allotment of bankers acceptances since the last meetii^j 

amounting to $3,679,000 was made from the portfolio of the New York bank to 

the Federal Reserve Bank of Atlanta to replace maturities in their special

April 16 allotment of b ills*

The Federal Reserve Bank of St. Louis which, on account of its  re

serve position, discontinued participation in System b i l l  purchases for one 

week during the latter part of August made a further request September 4 

that allotment be discontinued until further notice*

Figures shown on st at tan ent attached (Exhibit B ) reflect the dis

tribution to a ll  participating banks of System purchases of b i lls  from
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January 4 to September 1, 1926 , inclusive; the overages and shortages shown 

thereon have since been adjusted in the usual manner*

Attached are the following exhibits:

(a ) Statement showing participation of Federal reserve banks in 
System Special Investment Account and Classification of 
issues held in the account by maturities*

(B) Statonent showing purchases of bankers acceptances from 
January 1 to September 1, 1926 and the amount each bank 
has received in excess or short of its pro rata share 
under the apportionment plan put into effect January 
1926.

(C) Statement showing earning asset holdings of a ll  Federal 
reserve banks Septanber 1, 1926 as compared with pre»- 
vious week; also weekly average of earning asset hold
ings from December 31, 1925 to September 1, 1926 as 
compared with corresponding period 1925 and entire year 
1925*
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Exhibit "A’

STATEMENT SHOWING PARTICIPATION BY FEDERAL RESERVE BANKS IN SYSTEM 
SPECIAL INVESTMENT ACCOUNT AND CLASSIFICATION OF ISSUES HELD 

________ SEPTEMBER 7, 1926 IN THE ACCOUNT BY MATURITIES________

Boston
New York

Philadelphia
Cleveland
Richmond

Atlanta
Chicago
St* Louis

Minneapolis

Kansas City

Dallas
San Francisco 

Totals

Holdings 

$ 9,204,000
55.393.000

5.165.000
13.860.000

6.109.000

0

27 ,541,500
14.409.500 

9,368,500

18.893.000
19.388.500

30>643.000

$209,975,000

Holdings by Maturities 

September 15, 1926 & 59,395,000

December 15, 1926 
March 15, 1927 
December 15, 1927

44,380,500

76,878,200
29,321,300

$209,975,000
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Exhibit "B"

PURCHASES OF BANKERS ACCEPTANCES FROM JANUARY 4 TO SEPTEMBER 1, 1926 AND AMOUNT 
EACH BANK HAS RECEIVED IN EXCESS OR SHORT OF ITS PRO RATA SHARE 

_____________UNDER APPORTIONMENT PLAN PUT INTO EFFECT JANUARY 4. 1926 ____________

B ills
Acquired

(Net)
B ills  Entitled 

to Acauire

B ills  Over 
Pro Rata 

Share

B ills  Short 
Pro Rata 

Share

Boston $ 81,107,000 $ 74,924,000 $6,183,000 0

New York 249,352,000 251,839,000 0 2,487,000

Philadelphia 83,136,000 85,627,000 0 2,491,000

Cleveland 106,719,000 107,031,000 0 312,000

Richmond 54,961,000 55,248,000 0 287,000

Atlanta 52,083,000 51,882,000 201,000 0

Chicago 149,467*000 149,846,000 0 .379,000

St, Louis 46,320,000 46,320,000 0 0

Minneapolis 44,279,000 44,545,000 0 266,000

Kansas City 63,689,000 64,220,000 0 531,000

Dallas 44,534,000 44,545,000 0 11,0 0 0

San Francisco 96.712*000 96.332.000 380.000 0

Totals $1,072,359,000 $1,072,359,000 $6,764,000 $6,764,000

These figures r e f le c t  purchases a llo tte d  on basis of regular percentages but 

do not include inter~System sales from p ortfo lio*

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



EXHIBIT "C"
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Boston Nev York Philadelphia Cleveland
(000 Omitted) 

Rictanond Atlanta Chicago St. Louie Minneapolis Kansas City Dallas San Fran. Total

Bills DL scotintsdm m
Aug* 25 
Sept 1

♦39,499
46,064

♦140,059
176,243

♦49,850
45,611

♦38,105
33,467

♦45,347
47,649

♦48,600
50,166

♦73,604
69,993

♦36,424
39,266

♦14,060
16,218

♦12,716
12,341

♦22,610
25,261

♦49,764 ♦
64,969

570,638
626,348

1st Change 6,565* 36,184* 4,239- 4,638- 2,302+ 1,566+ 3,611- 2,842+ 2,158+ 375- 2,651* 14,305+ 55,710*

Bills Purchased -
a a

Aug. 25 
Sept 1

17,444
22,839

43,849
33,191

18,879
19,028

26,484
27,398

12, 707 
12,557

26,545 
29 , 88 4

35,191
36,529

8,417
8,569

11,789
11,778

14,513
14,355

12,246
11,356

26,552
25,997

254,616
253,481

list Change 5,395+ 10 , 658- 149+ 914+ 150- 3,339+ 1,338* 152+ 11- 158- 890=- 555- 1»13£*

Government Securities
N M

-  Aug* 25 
Sept 1

10,638
10,486

60,266
60,713

20,454
20,369

35,214
34,986

7,842
7,741

1,995
1,883

50,175
50,730

21,216
20,979

17,527
17,377

30,729
30,167

22,877
21,752

42,284
41,781

321,217
318,964

Net Change 152- 447+ 85- 228- 101- 112- 555+ 237- 150- 562- 1,125- 503- 2,253-

Total Earning Assets <
m m m

-  Aug. 25
Sept 1

67,581 
79 , 389

244,174
270,147

91,183
87,008

99,803
95,851

65,896
67,947

77,840
82,633

158,970
157,252

66,057
68,814

44,376
46,373

57,958
56,863

57,733
58,369

118,600 
131,847

1,150,171
1,202,493

Net Change 11,308+ 25,973+ 4,175- 3,952- 2,051+ 4,793+ 1,718- 2,757+ 1,997+ 1,095- 636+ 13,247+ 52,322*

fesklv Average of Earn in? Assets 
Dec* 31, 1925 to Sept. 1, 1926 
Corresponding period 1925

81,272
83,167

269,056
279,904

89,559
81,307

104,746
109,969

60,558
53,330

73,422
41,424

150,617
130,218

62,746 
50,,290

36,569
35,377

65,285
50,299

53.248
42.249

112,889
101,198

1,159,967
1,059,232

Net Change 1,895- 10,348- 8,252+ 5,223- 6,728+ 31,998+ 20,401+ 12,456+ 1,192+ 14,986+ 10,999+ 11,691+ 100,735+

Dec* 31, 1925 to Sept. 
Intire year 1925

1, 1926 81,272
93,459

269,056 
287,133

89,559
85,078

104,746
113,904

60,558
54,734

73,422
56,548

150,617
138,045

62,746
55,936

36,569
37,271

65,285
57,293

53,248
49,024

112,889
109,366

1,159,967
1,138,291

Net Change 12,187- 18,077- 4,481+ 9,158- 5,324* 16,874+ 12, 572+ 6,310+ 702- 7,992+ 4,224+ 3,023+ 21,676*

Comoarison of Earning Assets, 
September 1, 1926 
September 2, 1925

79,389 
67,961

270,147 
279,403

87,008
86,794

95,851
104,672

67,947
65,678

82,633
63,482

157,252
117,394

68,814
68,737

46,373
43,808

56,863 
59 , 593

58,369
48,692

131,847
119,375

1,202,493
1,126,089

Net Change 11,428+ 9,256- 214+ 8,821- 2,269+ 19,151+ 39,858+ 77+ 2,565+ 2,730- 9,677+ 11,972+ 76,404*

SUMMARY TOR SYSTEM 
Bills discounted for week 
Bills purchased for veek 
Government securities for veek 
Total earning assets for week
Weekly average of earning assets Dec*31/25 to S*pt*l/26

1925

\ 55,710* 
1,135- 
2,253- 

52,322+

100,735+

w
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CO

1

la st year*s figures by about 100 m illion  d o lla rs . The follow ing tab le  shows the 

b i l l s  and secu rities  of the System on August 18, September 7 th is  year, and

Q_LU
CO

September 9 a year ago*

BILLS AND SECURITIES -  FEDERAL RESERVE SYSTEM 
(m illion s of dollars)

Sept* 9. 1925 Aup:> 18, 1926 Sg

B ills Discounted 639 *1*
B ills  Purchased 214
U. S. Securities 3S» 260 31*
Other Securities ....-3£t ——  —
Total B il ls  & S ecu rities 1,190 1,152 1,187

Is

Report of the — -an to the Open Market Invest^en^ Jommittee

September 10, 1926*

Changes Since Last Meeting

Open Market Account:

In accordance with the decision at the last meeting of the committee 

on August 17, the specia l in vestment account has been reduced from 27Q m illion
j

dollars to about 210 mil l i o n  d o lla rs . Of th is  amount 39 m illion  represents j 

sales to the Treasury and 21 m illion  sales to a fore ign  correspondent, exactly j

I
o ffse tt in g  gold imports. The net result of these operations was, th ere fore , t o j  

take out of the money market the amount of funds represented by the secu rities  j 

sold to the Treasury, which were paid fo r  by withdrawals from depositary banks 

throughout the country.

Federal Reserve C redit:

The resu lt of these sales was to increase the d irect borrowing by 

member banks , and b i l l s  discounted on September 7 amounted to 611 m illion  com

pared with 535 m illion  dollars on August 18 and 639 m illion  a year ago* Total 

b i l l s  and secu rities  of the System on September 7 were 1,3-87 m illio n , a figure 

whichjjhas been reached or exceeded several times th is  year and which is  about 

the siame as a year ago, wherea.s they have as a ru le th is  year been exceeding
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Xt w ill be seen from these figures that the result of the open market 

sales has been to shift to the member banks the responsibility for a somewhat 

larger proportion of the total amount of Federal Reserve credit now outstanding * 

which should presumably have the effect of subjecting future extensions of 

member bank credit to a closer scrutiny and making present discount rates more 

effective#

Money Rates:

The combined result of these recent open market sales, the continued 

influence of the increase of rate of the New York bank, and increasing fa l l  de

mands for credit, are shown in a considerable increase in money rates, as indi

cated in the following table*

MONEY RATES AT NEW YORK

Sept, 9. 1925 Aug. 17. 1926 Sept., 8,,, 1926

Commercial Paper 4 1/4 4 1/4 -  4 1/2 4 1/2
B ills  (90 day) 3 1/2 3 5/8 3 7/8
March Certs- & Notes 3.26 3.42 3*40
F. R. B. of N. Y. rate 3 1/2 4 4

We are thus enterir^ the Fall with a rate structure substantially

higher than a year ago. Five of the Reserve Banks are also operating with a

higher discount rate than was the case a year ago#

Member Bank Credit:

Total loans and investments of reporting member banks on September 1

were higher than at any time since June 30 but maintained about the same increase

over the previous year, as has been the case for some months past, an increase

which is not out of line with the usual year to year increase in the volume of

credit to keep pace with the growth in population and trade. In the past month

there has been an increase in commercial loans and in loans secured by stocks and

bonds, partly offset by a decrease in investments. Total loans on stocks and

bonds are slightly larger than at any time this year with the exception of

January 6 and June 30*
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*

Business and Financial Situation;

Business continues to be maintained at a high level, with few evidences 

of weakness,- There has recently been some decrease in the amount of contracts 

and permits arranged for new building construction* This reduction w ill probably 

influence next year’ s construction rather than construction for the balance of 

this year, which promises to be maintained at a high level* In the main business 

continues to be conducted in conservative fashion and there is lit t le  evidence of 

overproduction or of speculative tendencies outside of the security markets*

The business public appears to be critically-minded to observe any unwholesome 

tendencies in the business situation, as may be indicated by the recent unwilling

ness of the public to purchase bonds from the G* L* Miller Company and their con

sequent failure* Further evidence may be found in the critical attitude toward 

the extension of terms for installment selling, in the continuance of hand to 

mouth buying, and in the stability of prices of other than agricultural commodi

ties. It is difficult to discover any grounds for serious business disturbance 

.in the immediate future. j^Even in the stock market, where speculative operations 

are most in evidence, the tendency is clearly toward a careful selection of 

stocks on the basis of earnings and fundamental values and the trading is of much 

more substantial character than it was a year ago* An excellent argument can be 

made in justification for much of the recent rise in stock prices.

OPEN MARKET POLICY 

While it  is  clear that we are now at a high level of business and 

financial activity, and that we are in a situation where the influence of the 

Federal Reserve System should be toward caution and conservatism, there does not 

appear to be any emergency situation* The present volume of discounts, and the 

present rate structure now constitute a considerable restraint on further exten

sions of member bank credit# As the usual Fall needs for additional credit make 

themselves fe lt  there w ill be a steady increase in the burden of indebtedness 

upon member banks, and money rates are likely to continue higher than a year ago.
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A further sale of securities at this would in a l l  probability be

followed by an increase in money rates which would make it difficult to avoid 

rate increases at a number of the Federal Reserve Banks* Before such action were 

taken there should be careful consideration of its probable effect upon financing 

of the crop movement, agricultural prices, and the international relationship of 

money rates and gold movements* The special investment account is now down to 

about 200 million dollars and a further dissipation of this portfolio would leave 

the System with lit t le  control over the market in case of some future emergency*

In the light of these various considerations it  would appear to be wise 

to defer further open market action for the present until there is a chance to ob-

j serve the effect on the situation of the causes now operative and to observe fur-
!
i ther the tendencies in the volume and quality of credit as the Fall season advances.
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MINUTES OF JOINT MEETING OF THE OPEN MARKET INVESTMENT COMMITTEE ' • 
AND THE FEDERAL RESERVE BOARD HELD IN WASHINGTON, FRIDAY, SEPTEMBER 10» 1926

jU Ls

Present;

Governor Crissinger 
Vice Governor Platt 
Mr, Hamlin 
Mr* James 
Dr, Miller 
Mr. Cunningham 
Mr* McIntosh

Members of the Board 
Acting Chairman Caee 
Governor Harding 
Governor McDougal 
Governor Norris
Mr* F* j # Zurlinden, Deputy Governor of the 

Federal Reserve Bank of Cleveland, 
representing Governor Fancher

Members of the Committee 
Under Secretary of the Treasury Winston 
Assistant Secretary of the Treasury Dewey 
Mr# Matteson, Secretary 
Mr* Noel
Mr* Goldenweiser 
Mr* McClelland

The meeting was called to order at 11:00 ofclock a* m* by 

Governor Crissinger*

On motion, it  was

VOTED to dispense with the reading ofthe minutes pf the 
la st  meeting of the Committee held on August 17, 1926*

The report of the Secretary with accompanying exhibits was

presented*

The report of the Chairman of the Committee was presented and 

read and there followed a fu ll discussion of the contents of the report and 

of the credit situation generally* It was the sense of the meeting that 

the recent sale to the Treasury from the System Account of about $40,000*000 

Third Liberty Loan bonds had served a good purpose in making effective the 

recent change in the New York discount rate, the discounts for the System

r
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as a whole having shown a substantial increase*

It was also the sense of the meeting that the open market account 

should be maintained, for the present, at about the present level, and upon 

motion, duly seconded, the Committee

VOTED that the open market account should be maintained 
for the present at $200*000,000 or thereabouts, with the under
standing that the Committee could, in its discretion, increase or 
decrease the account by not more than $50,000,000#

It was also understood that in the event of further gold imports for the 

account of foreign correspondents, we should continue to furnish them with 

securities from the Special Account as heretofore*

Mr* Winston referred briefly  to the Treasury financing and stated 

that there probably would be a temporary overdraft of approximately $200,000,000 

which the. Treasury would carry with the reserve banks, which would only run four 

or five days* In the same connection Mr* Case stated, that owing to the dis

counts at the New York bank it  would be necessary to se ll only a snail amount 

( i f  any) of Government securities to New York member banks, probably $25f000tQ00 

or $30,000,000 at the most*

Mr* ^ase reported on the condition of the foreign accounts stating 

the changes which had occurred since the last meeting of the Committee*

On motion, the meeting adj ourned at 1 p* m*

(Signed) W. B. Matteson

Secretary*
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FEDERAL RESERVE 
BOARD

I
u All oaafcers of the Board.

;’rorr>._... Hr. Iloell._________
Su*iniecs

Supteiaber G*

i.IarketThis is to remind you that a ueetinc: of* tlie 
Investment Caanittce w ill be held in v ashington on Krida^ 
Septeriber luth, at 11 o*clock a*n»
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September ? f 1926*

Dear Mr. Case:

I  acknowledge receipt of and have brought 
to the attention of the members of the Board 
your telegram of September Srdi addressed to 
Qo-remor Crissinger! a”dvTiIrig tfiat following 
your conversation with him over the telephone 
on that day you arranged a meeting of the Open 
Market Investment Oommittee to be held in 
Washington on Friday, September IQth, at 11 
o*clock a*aw, standard time*

Very truly yours,

C* Nooll, 
Assistant Secretary.

Mr* J. H. Case, Deputy Governor, 
Federal Reserve Benk,

Hew York, H.Y.
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TELEGRAM 

FEDERAL RESERVE SYSTEM
(LEASED WIRE SERVICE)

333.

RECEIVED AT WASHINGTON, D. C.,

42nrla
itewyork 115&a ^ept 3

Governor Griss lnger

Hr F 'W
_ jj? - 'iw 4 9 2 6

OFFICE O'*' 
lB S a o v s » s o »

'M* w aste

following ay talk with you over the telephone this morning I hatfe ar??aaged 

a meeting of the open market investment oonmittee to be held in. Washing ton 

fri&ay September 10, at eleven ©oloek am standard tin».
■ - Oase

Acting Chairman
1106am

• r i o n
S E P  7  1 9 2 6

2—11801
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FEDERAL RESERVE 

BOARD
fKDUML 'I*

Ttefei Av >st 25, 1926.
m i

rs of the Board Subject:.

At the meeting of the Board yesterday, there was 
ordered circulated the attached letter dated Jaigaat 2Qtg from 
the Secretary1 of the Open Market Investment Committee, trans
mitting copy of the miantea of the meeting of the Committee held 
ia Sew York on Aa^»t l 7 t ^ 3 3 3, ”2

governor Crissinger 
Platt 

Vllr* Hamlin 
Miller

Mr. Mclntoahi

Please retarn to Secretary*s office.
aotmnmkt nmrrma omoiDigitized for FRASER 
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FEDERAL. RESERVE BANK

OF NEW YORK
* ft - - T3 *''-1i ill vH)

CONFIDENTIAL August 20, 1926

S i r :  . . .

LJtJI i t } ' .
Inclosed please find copy of the minutes/of t ^

the meeting of the Open Market Investment Committee 

held at the Federal Reserve Bank of New York on August 

17, 1926, also reports and data referred to therein.

Respectfully,

Secretary, Open iferket 
Investment Committee

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

Ai boakt mamTO
AUG 2 4 ’926
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*

REPORT OF THE SECRETARY TO THE OPEN MARKET INVESTMENT COMMITTEE 
_____________ METING AT NEW YORK. AUGUST 17. 1926_________________

At the last meeting of the Committee a motion was passed giving authority 

to make temporary purchases or sales in the System Account within a range of 

050,000,000 to relieve undue firmness in the money market over the end of the month* 

The shifting of funds to meet heavy interest and dividend disbursements was partia l

ly offset by the purchase for Treasury Account of $60,000,000 Third Liberty Loan 

4 l/4i0 bonds, with the result that money conditions held fairly  stable throughout 

the July 1 period. Therefore it  was not necessary for the.Committee to make purchas

es or sales under this authority.

Transactions in the System Special Investment Account since the meeting of 

the Open Market Investment Committee held in Washington on June 21, 1926 have con

sisted of sales of certain issues to the T re a s u ry  Department and to foreign corres

pondents, which have been replaced with other issues purchased in the market, with 

the exception of a recent sale of $4,800,000 September 15, 1926 Treasury Rotes to 

a foreign correspondent. This leaves the System Account holdings at present 

$270,200,000, These transactions, which were consummated with the approval of a ll 

members of the Committee, are as follows:

Sale to foreign correspondents o f:

$10,000,000 December 15, 1926 certificates on July 7/10 
2,000,000 December 15, 1926 certificates on July 28
4,800,000 September 15, 1926 Treas, Notes on Aug. 7

Sale to the Treasury Department;

$30,000,000 Third Liberty Loan 4 l/4^ bonds on June 29*

These were replaced by the purchase of various short-term Government issues.

In this connection it  w ill be noted that there is at present in the System 

Account a balance of $24,425,500 Third Liberty Loan bonds, and approximately 

$15,000,000 owned outright by other Federal reserve banks, which the Treasury has 

advised it is desirous of purchasing#

Special allotments of bankers acceptances during the period consisted of 

the sale by the New York bank of $12,473,000 to replace maturities in the allotment
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of $15,993,500 of b i l ls  (made April 16 to the Atlanta bank in lieu of the release 

of a like amount of Government securities representing their participation in the 

Special Investment Account) and the distribution of $3,355,000 to a ll other partici 

pating reserve banks which, on account of its reserve position, the Federal Reserve 

Bank of St* Louis wished to dispose of. During the week July 20 to July 27 the St* 

Louis bank temporarily discontinued its participation in System b i l l  purchases.

Figures shown on statement attached (Exhibit nBu) reflect the distribu

tion to a ll participating banks of System purchases of b i l ls  during the current 

year; the overages and shortages shown thereon have since been adjusted in the usual 

manner.

In line with the possible Treasury financing on September 15, 19 26, it 

w ill be noted that the System holdings of Treasury Notes maturing on this date aggre

gate about $73,000,000, of which $67,222,000 are held in the System Special Invest

ment Ac*©tm̂ ,, the balance being held in the portfolios of various other reserve 

banks,\ \

Attached are the following exhibits:

A* Statement showing participation of Federal reserve banks in 
System Special Investment Account and classification of 
issues held in the account by maturities.

B.» Statement showing purchases of bankers acceptances from January 
4 to August 11, 1926 and amount each bank has received in 
excess or short of its pro rata share under the apportion
ment plan put into effect January 4, 1926.

C* Statement showing earning asset holdings of a ll reserve banks 
from August 11, 1926 as compared with previous week; also 
weekly average of earning assets from December 31, 19 25 to 
August 11, 1926 as compared with corresponding period of 
1925.

Aw w m m i
la addition to tbo transaction* roforrod to abovo, thara waa sold from 

tho Spooial lnva«t**nt Aooouat yastordajr, Auguri 2.6, 12,317,000 par v*lt»o tf.8* 
4 1/4% Trtimnr Nttos duo Sapta*bar 15# 1926 whioh net raplaoad.
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STATEMENT SHOWING PART10IFATION BY FEDERAL RESERVE BANKS IN SYSTEM 
SPECIAL INVESTMENT ACCOUNT AND CLASSIFICATION OF ISSUES HELD 

____________ AUGUST 11, 1926 IN THE ACCOUNT BY MATURITIES

Holdings Holdings by Maturities

Boston | 11,843,000 September 15, 1926 $ 67,222,000

New York 71,280,000 December 1$, 1926 57,353,000

Philadelphia 6,646,500 March 15, 1927 79,978,200

Cleveland 17,835,000 December 15, 1927 41,221,300

Richmond 7,861,500 September 15, 1928 24,425,500
3rd L/L bonds

Atlanta 0

Chicago 35,443,000

St# Leuis 18,542,500

Minneapolis 12,056,500

Kansas City 24,311,500

Dallas 24,949,500

San Francisco 39.431.000

Totals $270,200,000 $270,200,000
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Exhibit ”Ba

PURCHASES OF BANKERS ACCEPTANCES FROM JANUARY 4 TO AUGUST 11, 1926 AND AMOUNT 
EACH BANK HAS RECEIVED IN EXCESS OR SHORT OF ITS PRO RATA SHARE 

___________ UNDER APPORTIONMENT PLAN PUT INTO EFFECT JANUARY 4. 1926____________

B ills
Acquired

.(Net)
B ills  Entitled 

to Acquire

B ills Over 
Pro Rata 

Share

B ills  Short 
Pro Rata 

Share

Boston S 74,188,000 $ 66,944,000 $7,244,000 0

New York 224,103,000 225,347,000 0 1,244,000

Philadelphia 76,080,000 76,506,000 0 426,000

Cleveland 94,726,000 95,629,000 0 903,000

Richmond 48,705,000 49,278,000 0 573,000*

Atlanta 45,383,000 45,912,000 0 529,000

Chicago 132,999,000 133,885,000 0 886,000

St. Louis 42,409,000 42,999,000 0 590,000

Minneapolis 39,282,000 39,715,000 0 433,000

Kansas City 56,653,000 57,379,000 0 726,000

Dallas 39,359,000 39,715,000 0 356,000

San Francisco 85*492 *000 86 t070 .000 0 578.000

Totals #959,379,000 $959,379,000 $7,244,000 #7,244,000

Theso figures reflect purchases allotted on basis of regular percentages but 

do not include inter-System sales from portfolio*
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EXHIBIT "C

STATELSMT SHOWING EARNING ASSFT HOLDINGS OF ALL FEDERAL PJ3 SERVE BATIKS AUGUST 11, -926 COMPARED WITH PREVIOUS M  JJD D!  v l i o ’ w ? ?
________AVERAGE OF EARNING ASSETS FROM DECEMBER 31, 1925 TO AUGUST H , 19 ?6 AS COMPARED '71TH .CORRESPONDING PERIOD 192? A.TP ■yri.KE YEAR 7 -------
-------------------- ---------------------------------------------  (OOO Omit tod)

Boston New York Philadelphia Cleveland Rjchnond

B ills  Di soounted -  Aug. 4 | 30,506 ♦166,228

Rtt Change

« 11 24,220

6, 286-

190,253

24,025+

♦42,107
37,310

4,297-

♦36,547
42,890

6,343+

♦43,143
44,666

1,518+

Atlanta Chiea^o St.Touia Minneapolis Kansas City Dalias San Francisco Total

♦44,094
44,102

8+

♦56,137
52,065

♦35,198
30,345

4,072- 4,853-

♦10,793
9,354

1,439-

♦13,100
10,742

7,358-

♦17,972
18,272

300+

♦46,775
44,292

2,483-

547,405
549,011

1,40&

B ills  Purchasedtt N

Not Chang*

Aug. 4 
"  11

19,880
21,748

1 ,868+

34,757
37,066

2,309+

18,305
17,996

309-

23,334
23,014

320-

10,696
10,495

201 -

27,649
26,145

35,357
33,037

1,504- 2,320-

5,521
6,856

1 ,335+

9,201
9,561

360+

12,751
13,121

370+

9,634
9,575

59-

21,407
22,354

947+

228,492
230,968

2,476+

Government Securities -  Aug. 4 12,898 73,869 21,723 38,417 9,342
• • " 11 12,687 72 ,602 21,605 38,101 9,202

Net Change 211- 1,267- 118- 316- 140-

1,893
1,967

74+

56,374
55,915

459-

24,328
23,999

329-

19,328
19,614

214-

35,018
34,586

432-

26,723
26,297

426-

49,807
49,107

700-

370,220
365,682

4,538-

9 » t « l  Earning Assets

Met Change

Aug. 4
- 11

63,284
58,655

274,854 
299,921

4,629- 25,0 67+

84,135
79,411

4,724-

98,298
104,005

5,707+

63,186
64,363

1,177+

74,336
72,914

147,368
141,017

1,422- 6,351-

65,047
61,200

3,847-

40,322 
39 ,029

1,293-

65,869
58,449

7,420-

54,329
54,144

185-

117,989
115,753

2,236-

1,149,517
1,148,861

656-

Weekly Average o f Earning Assets
Dec. 31, I925 to Aug. 11, 1926 82,147
Corresponding period 1925 84,467

Ret Change

Bee. 31, 1925 to Aug. 11, 1926 
Entire year 1925

Hot Change

Comparison o f Earning Assets 
August 11, 1926 
August 12, 1925

Net Change

2,320-

82,147
93,459

58,655
82,780

270,243
281,317

11,074-

270,243
287,133

11,312- 16,896-

299,921 
266,423

24,125- 33,498+

89,767
80,844

8,923+

89,767
85,078

4,689+

79,411
80,656

1,245-

105,236
110,491

5,255-

105,236
113,904

8,663-

104,005
120,956

16,951-

59 , 9 6 3 
52,942

59,963
54,734

5,229+

64,363
58,772

72,792
39,358

150,165
130,637

72,792
56,548

72,914
56,443

150,165
138,045

16,244+ 12,120+

141,017
107,072

62.207
48.207

7,021+ 33 , 434+ 19 , 528+ 14,000+

5,591+ 16,471+ 33,945+

62,207
55,936

6,271+

61,200
65,381

4,181-

35,790
34,438

1,352+

35,790
37,271

1,481-

39,029
43,314

4,285-

65,957
49,655

16,302+

65,957
57,293

8,664+

58,449
55,659

2,790+

52,842
41,579

52,842
49,024

3,818+

54,144
48,107

6,037+

112,088
100,122

11,263+ 11,966+

112,088
109,866

2, 222+

115,753
105,210

10,543+

1,159,197
1,054,057

105,140+

1 ,159,197
1,138,291

20,906+

1,148,861
1,090,773

58,088+

>c
B-

si  

" s i '  — ^ 
6  g !

w 1

SUMMARY FOR STSTEM 
B ills  discounted fo r  week #1. 406+
B ills  purchased for week 2,476+
Government secu rities  fo r  week 4,538-
Total earning assets fo r  week 656-
Weekly average o f opm inj assets Dec. 31, 1925 to

Aug. 11, 192C against corresponding period 1925 105,140+
Weekly average o f earning assets Dec. 31, 1925 to

A jig. 11, 1926 again 31 entire yepr 1925 20,906+
Comparison o f  earning assets Aug. 11, 1926 with

Aug. 12, 1925 58,088+
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Report of the Chairman to the Open Market Investment Committee

August 17, 1926.

Since the last meeting of the Open Market Committee on June 21 the business 

and financial situation has been somewhat clarified. ĵ JThe hesitation in business, 

and particularly in business sentiment, which was apparent in the spring, has 

largely passed away, and business is being carried forward at a very active pace,
| .... ....... .....

with optimistic sentiment as to the future* The present indications are that the 

year 1926 w ill establish new records in production, building, freight car loadings, 

and other phases of business activity* From the point of view of credit policy, 

perhaps the most important feature of the present activity of business is that it  

comes after a very long extended period of active business* In the past such a 

long period of activity has usually been followed by over-production and over- 

speeUlation and by a subsequent decline in activity,

There are, however, few evidences of overdoing the present business prosperity. 

There is some indication of overbuilding* The textile industries have been ailing 

for some time* But in general it  must be said that business men continue to conduct 

their affairs in orderly and conservative fashion. Prices of commodities have been 

remarkably steady, with the exception of farm products which have tended to decline, 

The principal example of speculative action is the stock market, in which higher 

prices and active trading appear to reflect not only heavy professional operations, 

but large earnings and an increasing public in terest^

Volume of Credit*

The reporting member banks are extending about one billion  dollars more credit 

than a year agd, an increase which is not far from the usual increase of credit
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from year to year due to the country1s growth. The present volume of business 

is not requiring any exceptional growth in credit. About half of the increase 

since a year ago has been in bank investments and loans on securities.

The country has been using about 100 million dollars more of Federal Reserve 

credit than it was a year ago, although thus far in August the increase has not been 

this large. The division between different types of holdings of b i lls  and securi

ties was as follows on August 11:

Table 1 *3 - Total B ills  and Securities__________________________

(in  millions)
Aug. 12. 1925 August 11. 1926

B ills  discounted 538 549
Bills purchased 212 231
U. S. Securities 329 366
Other 12 3

Total B ills  and Securities 1,091 1,149

A further analysis of b i lls  discounted, which constitutes the portion of 

Reserve Bank credit which comes under the influence of the discount rate, is shown 

by districts in the following table. The table indicates that in the Boston, 

Philadelphia and Cleveland districts in particular, b i l ls  discounted are markedly 

smaller than in 1925 or in 19 23. Total b i l ls  discounted for the System are 250 mil

lion less than in 1923 and a lit t le  larger than last year.
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Table 2 ■ B ills  discounted - by d is t r ic t s

Aug. 15 
1923

(in  m illion s)

Aug* 13 
1924

Aug, 12 
1925

Aug. 11 
1926

Boston 51 12 43 24

New York 196 30 173 190

Philadelphia 66 21 46 38

Cleveland 63 23 73 43

Richmond 69 33 47
j

45

Atlanta 42 30 28 - 44

Chicago 76 34 39 52

St, Louis 51 18 23 30

Minneapolis 30 14 7 9

Kansas City 39 13 8 11

Dallas 46 22 10 18

San Francisco 73 19 42 44

Total 901 266 538 549
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Figure Bo 1 icy

It would appear that there is nothing alarming in the present situation, but 

that in view of the present large volume of business and financial activity the 

influence of the Reserve System should be m the direction of caution end conserva

tism*

) On August 12 the Federal Reserve Bank of New York raised its discount rate from

3 l/2 per cent to 4 per cent, and the results of this change are not yet fully

It  would seem wise to consider, however, whether sales should not be made from 

the special investment account in order that a larger proportion of the Reserve

credit outstanding may be converted into discounts, for which the member banks feel

direct responsibility, TMs would have the effect of subjecting future extensions >

rates more effective. There does not now seem to be, however, any reason for drastic 

or precipitate action in the sale of securities which might disturb the financing of 

fa ll trade and agriculture, ;

An opportunity for testing the effect of sales of securities is provided by the 

Treasury program of purchases for the sinking fund. The Treasury is desirous of 

purchasing 40 million dollars of Third Liberty Loan bonds now held by the Federal 

Reserve Banks, A sale of these bonds to the Treasury would constitute a convenient 

means of increasing the indebtedness of member banks at the Reserve Banks, with 

least disturbance to the money market. Transfers to the Treasury could be made at 

intervals with continuous observation as to the effects of the transaction on money 

conditions. It  would be #ell for the committee to have authority to replace the 

securities sold by purchases in the market, i f  at any time the money market was 

seriously disturbed,

A s t il l  further problem which the committee will wish to consider is raised by 

the maturity on September 15 of 67 million of securities held in the special invest

ment account, although the question as to whether or not these maturities should be 

replaced would depend somewhat upon the results of testing the market by the suggested 

sale to the Treasury.

. apparent.

of member bank credit to s t il l  closer scrutiny and would make present discount
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Correspoiî ei :e
-the Board__

ERAL RESERVE 
BOARD

Date,

Subject:.

rtottAL mMjtni mmm 

**une 2t>, 1926•

At the meeting this morning there ms ordered circulated the attached 
letter, dated June 24  ̂from the Secretary of the Open Market Investment 
Consul ttee transmitting copy of the minutejL of the joist meeting of the Committee 
and the Federal Besenre Board held in Wasj/ington on 21.

Governor Grips ihger 
Hr. Platt 
Ur* Hamlin 
Mr. M jlipr 
Mr* James 
Mr* Cunningham » ; 
Mr* McIntosh

■*Cr " 2L
'5% *(  h.A.-'VK

Please return to the Secretary*s office for filing*

•OTBRNMBNT MIJNTl'N'l NTtHI
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Mr. Walter L. Eddy,
Secretary, Federal Reserve Board,
Washington, D. G.

Dear Mr. Eddy. 3 3 3 i““i?

I am enclosing copy of the minute^s^f the kJ! ^

joint meeting of the Open Market Investment Committee 

and the Federal Reserve Board held in Washington,

June SI, 1926.

Vaify truly yours,

------------- --

W. B. Matteson 
Secretary, Open Market 
Investment Committee

Encl.

/ f / u k u /  _
a t b o a s t  WfWTlWJ

JUN 2  »  w ®
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* am xs, 1926.

as i'Cruffis ^oamas

2o ^ ia  o f  £1*6om mm® mmm®®
t iim ®  the last oefoy/lete report to tine Governors on the foreign as* 

oounts tnhioii ms nsa&e at the Confereuee in iiaroli, thors has M m  a furrier 
Imr&im in to total mmm% of foreign nonia* with us, tla© aggregate host !>oix̂  
vl^tOOO#OO0 m ooapared with OX0?9OOOtOOO on î areh XO m& ̂ 63#000#000 one year 
ago. 1h© irau-ortant eUaages its the foreign aocmants hat® beet* as fell cm* Cl} 
fieoreaeee of 15*000,000 arid *£3*000*000 is t*» bills hold rea|>eeil?ely for tiie 
li&tioml of and tbe Heieheb?ix&:t and (2) iaoroaaee in the Uol&im*

of SM8M 7  aeoiritios of about $X9OOOvOOO for the %eat General for Begxuratloa 
■Papienta, %n>#000t000 for the Bank of 2nglaa<I anA §4#000t000 for Uie National 
Bank of litaggvy*

fiho *joid held binder m m m $t f o r  foreign Tajiks has increased from 

*3£t000#000 to vSgt00a#000f this iaoroaa© being aoeosmte& for I® the holdings 
Of the Boiahabanfe.

r/ith reboot to the loms css gold to tho Bank Polalcl, tfce seeona 

rene»al iwriod- of th t m  maths expired on liay 25. Bu© to tho uneettlersenfc in 

J&land at that % im 9 we tfeoqght it affrieafel® to cable for farther assurances 

me to tho status of the &w£t ^olflfci before continuing the ore&it for another 

tiiree ŝouths aaA fixing a rate to be effective for that period* A satisfactory 

r%&y to oar inquiry me pn^nptl  ̂ reooivod f r »  ?olanft end *#@ aeeovtilngly 

exi®IM the orodit for anotfier three s-ionihe to feature iUatjost Z'& at the same 

rate* nmm1̂  4-»l/2*», You will observe that the saount of astsnotrsooa to the

1111 *■"" -HBP1

declassified
Authority E.6. IBSfe
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Bmfc: ^alaki outatarxllnt; at preeeut ie v7#600#000t a of ^i#3O0#OG0 

slssce l*ara& ID* torn will i'ocali fch&t the agreara<3tt entered into with the Bank 

*to3UAd on aa^oat £8t 192o# oalled far a three tsoaths aro&it with throo resw^als 

so that the gre»®it m ^ lr m  at the and o f the «xistl&c r®a®?al on
2Sf 19CS*

4 oQEŝ mr&tivo atat«r^nt of the foreign aoootmte In detail is &ttroh~ 
ed hereto for the infonaatiaii of the Oonalttea*

Xfcpwty Oaveraor.
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REPORT TO OPEN VARKET INVESTm.T CCHaaTTKK 
(F ig u re s  as o f  June 1 6 , 1 5 2 6 .)

COMPARATIVE STATEI.EMT OF FOREIGN ACCOUNTS

T o ta l B alan ces  
T o ta l  B i l l s
T o ta l T reasu ry  S e c u r i t ie s  
T o ta l  G old  Earmarked 

Sub T o ta ls  
C u s to d ie s  not p a r t ic ip a t e d

To-day

♦ 6 ,3 5 5 ,9 5 4 .8 0  
5 5 ,0 8 9 ,4 1 7 .8 4  
7 2 ,8 7 6 ,0 0 0 .0 0

-52,9W,009 .o<?
$ 1 8 7 ,2 2 1 ,3 7 2 .6 4  

5 ,4 2 6 .5 1 0 .2 1
TOTALS ......................  $ 1 9 2 ,6 4 7 ,8 8 2 .8 5

R ep ort to  
G ov ern ors ' C on feren ce
____ 3/IQ/26______
« 4 ,8 1 4 ,8 1 5 .5 1  

8 3 ,0 0 8 ,3 7 7 .2 1
6 1 .9 4 5 .0 0 0 .0 0
3 2 .4 0 0 .0 0 0 .0 c  

t l8 2 , l6 8 ,1 9 2 .7 2
5 .4 * l . t t 2 .2 4

$ 1 8 7 ,5 9 9 ,5 0 4 .9 6

Year Ago

$ 6 ,0 0 7 ,3 9 2 .2 9  
3 3 ,4 5 9 ,6 1 6 .6 2  

2 ,7 3 8 ,0 0 0 .0 0

♦57, 119, 268.91
6, 747, 172.94

1 6 3 ,8 6 6 ,4 4 1 .8 5

FREE BALANCES 
tilbllk 1/10/2f>

BILLS TREASURY SECURITIES 
6 /1 6 /2 6  V 1 0 /2 6

EARMARKED GOLD 
6/16u426 VlO/26

Agent General fo r  R e p a ra t io n  Payments
Bank o f  In g la n d
W nk o f  France
Bank o f  Japan
Bank P o l sk i
Bank o f  th e  R e p u b lic  o f  C olom bia  
Banque N a tio n a ls  S u isse  
C zech oslov ak  N a tio n a l Bank 
De Jaraech e  Bank 
De N ed erlan d sch e  Bank 
N a tio n a l Bank o f  B e lg iiu i 
N a tio n a l Bank o f  Hungary 
R eichebank  
S r e r ig e s  Riksbank

4 9 ,4 7 9 .2 0  
1 ,7 9 1 ,3 6 8 .1 4  

65.80 
5 0 0 ,0 8 2 .7 8  
1 3 1 ,7 1 3 .2 6  
9 7 6 ,0 5 3 -4 7  

9 9 ,5 6 7 .9 6  
1 0 0 ,0 5 7 .9 7  
2 5 0 ,6 1 8 .0 5  
2 5 0 ,1 5 1 .0 3  

8 5 5 .2 0  
9 9 ,7 2 0 .7 0  

1 ,9 0 6 ,4 9 1 .4 0  
1 9 9 ,7 2 9 .8 4

$ 3 1 ,1 8 6 .1 4  
1 ,3 4 8 ,5 1 0 .9 8  

65.80 
5 0 0 ,3 4 0 .1 1  
1 2 4 ,3 6 5 .9 9  

1 ,4 8 2 ,5 1 7 .4 3  
9 9 ,7 2 2 .6 1

1 0 0 ,1 5 9 .6 6  
2 5 0 ,1 8 1 .4 5
2 49 .98 1 .3 7  

8 41 .68
1 0 0 ,0 0 5 .6 3
3 7 9 ,0 4 9 .2 6
1 4 7 .8 8 7 .3 8

> 0
0
0

4 ,5 ^ 2 ,2 2 0 .6 2
0
0

1 4 ,4 4 2 ,2 7 2 .0 3
0

7 ,8 8 3 ,2 2 7 .2 5
1 4 ,3 4 6 ,0 7 9 .7 1

0
1 9 1 ,7 2 6 .7 9  

1 3 ,6 9 3 ,“ 9 1 .4 4  
0

$ 0
0
0

4 ,5 3 3 ,8 4 1 .4 5
0
0

1 4 ,7 4 9 ,5 9 8 .1 9
0

7 , 747, 618.31
1 4 ,1 6 5 ,2 1 4 .4 1

0
5 ,6 5 8 ,1 7 5 .5 3

3 6 ,1 5 3 ,9 2 9 .2 7
0

6 ,1 6 5 ,0 0 0 .0 0
50,250,000.00

0
0
0
0
0
0
0
0
0

4 ,4 6 1 ,0 0 0 .0 0
0

12,000,000.00

$ 4 , 945, 000.00
45. 000. 000.00 

0
0
0
0
0
0
0
0
0
0
0

12.000.000.00

> 0 
0 
0 
0 
0

1 , 500, 000.00
6 ,4 0 0 ,0 0 0 .0 0

0
0
0
0
0

45, 000, 000.00
0

0
0
0
0
0

1,000,000.00 
6 ,4 0 0 ,0 0 0 .0 0  

0 
0 
0 
0 
0

25, 000, 000.00
0

TOTALS .......................................... $ 6 ,3 5 5 ,9 5 4 .8 0  $ 4 ,8 1 4 ,8 1 5 .5 1  $ 5 5 ,0 8 9 ,4 1 7 .8 4  $ 8 3 ,0 0 8 ,3 7 7 .2 1  $ 7 2 ,8 7 6 ,0 0 0 .0 0  $ 6 1 ,9 4 5 ,0 0 0 .0 0  $ 5 2 ,9 0 0 ,0 0 0 .0 0  $ 3 2 ,4 0 0 ,0 0 0 .0 0

FOREIGN L0A::3 OK GOLD
G o li

12-
Bank P o l sk i

Amount
$ 7 ,5 0 0 ,0 0 0 .0 0

Rate
4 - l / 2 >

U a tu r lty  Date 
A u g .25, 1926

An;c'.
$10, 595,

o l l a t e r a l
H eld ov 

Bank o f  E ngland.

Bankers A cce p ta n ce s
T reasu ry  S e c u r i t i e s

A «flt Bk. o f  Japan
$ 0 $ 1 ,8 0 7 .4 2

1, 143.50 0

Banque

$ 4,538.85 
0

TOTAL C0?.g'I3SI0;;S EARNED 
From F n 7 2 T t o ~ 5 W 2 r i r o . i v e .

De N eder-
De Javaseh e Bk. la n d ech e  Bk . N .B .o f  Hungary R eichsoank
I  2 ,7 0 4 .7 ?  $ 4 ,5 7 1 .6 3  $ 5 6 .9 9  $ 6 ,2 0 1 .7 8

0 0 978.92 0

S y e r i ;e s  
R iksbank 

$ 0
2 ,2 0 0 .3 4

.Tfttal.a 
$ 1 9 ,8 8 1 .4 4  

4 .3 2 2 .7 6  
$ 2 4 ,2 0 4 .2 0

r

FEDERAL RESERVE SANK OF NEW YORK.

>
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&  
o
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OPEN MARKET INVESTMENT COMMUTE

REPORT OF THE CHAIRMAN TO THE

The report of the secretary gives the details of operations since

the last meeting* As far as policy is concerned, the two principal problems 

center around the changes in the money market due to the tax period, and the 

policy of the ccanmittee for the coming few months in view of the general 

credit situation*.

Tax Period

result of tax period operations, together with the position of reserves of 

the New York banks from day to day, are shown in the following table* The 

table indicates that the New York banks started the tax period with reserves 

substantially under requirements, and as a consequence of this fact and of 

rapid income tax collections, the surplus of funds on June 15 and 16 was

only temporary and by Friday, when the banks average up their reserves, the 

situation was again at equilibrium*

centers w ill be steadily losing in their reserves through the accumulation of 

Treasury balances at the Reserve Banks* Just as the problem last week was 

to prevent too great ease in funds, so the problem this week w ill be to prevent 

too rapid a tightening; and the same may be true of next week, when semi-annual 

settlements w ill coincide with requirements of currenoy over the July 4 holiday* 

Various methods for offsetting a disturbance to the money market at this time 

may well be considered. The situation may be met partly by Treasury investment

The detail of gains and losses to the New York money market as a

As this week begins the prospects are that the banks in principal
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o f part of i t s  surplus* It  may be desirable also fo r  the committee to make 

temporary purchases fo r  a few days, and authority should be secured for  such 

operations*

The General Situation*

At the time of the governors* conference there was some anticipation  

of a recession in business* Since that time there has been a reduction in 

some lin es  of business a ctiv ity*  Production in various t e x t i le  lin es  has been 

considerably curtailed* Production of iron and stee l has decreased ^lightly* 

Building a c t iv ity  is  not quite as intense and reports fo r  May by the New York 

State Department of Labor, and by the Philadelphia Reserve Bank fo r  the Phila

delphia d is t r ic t ,  indicate a decline of about % per cent in factory  employment* 

Wholesale and r e t a i l  trade have been a l i t t l e  u n satisfactory , but that may 

la rge ly  be ascribed to the weather* This about concludes the evidence of 

recession , f o r ,  in  general, business has continued at high speed above what we 

may c a l l  normal a ctiv ity*  Gar loadings are large; production is  large in most 

lin es  of industry; automobile output is  exceptional; bank debits indicate a very 

large measure o f a c t iv ity ; and taking a l l  the evidence together there has been 

no such recession  as was anticipated  ea rlie r  in the year*

As far as cred it is  concerned, the country has continued to require 

about the same volume of cred it as in the spring and there h a s  been no p articu lar

seasonal reduction*

Industrial stock averages now within 6 to 8 points of February high, 

and 10 points above March low; and r a ils  are p ra ct ica lly  at the year’ s high*

The recent rise  appears to be stimulated by general b e lie f  that money w il l  be 

very cheap, and by apparent fa ilu re  o f expected business recession  to m aterialize
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In the past few days the market has apparently been influenced by temporary 

ease of money over tax period and some misunderstanding of effect on money of 
Treasury's not putting out new issue#

The rise in stock prices has been accompanied by an increase of loss 
than 100 million in brokers loans, which are still 700 million below the peak*- 

Stocks are being carried much more largely on loans direct to customers by banks 

outside New York City* These banks are lending 400 million less to brokers in 

New York, but their total loans on stocks and bonds are as large as at yearfs 
high point* Thus the total amount of credit employed in carrying securities 
has decreased much less than the brokers loan reports indicate and is only about 
200 million below the high point* j

The general situation may be summarized by saying that the picture is 

not clear as to which direction business and credit are likely to take* A 

further expansion in business and in speculation is possible; on the other hand, 

a continued recession in business is possible* Under these conditions it 

would seem wise for the Open Market Committee to maintain its holdings of securi

ties at $275,000,000, or thereabouts, except for such temporary changes as may 
be necessary in tho next two weeks*.
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June 18, 1926

GAINS AND LOSSES TO NEW YORK MONEY MARKET

JUNE. 12 14 15 16 17 18

Gains to the market:
Treasury transactions:

Notes redeemed (Net)
Interest paid
Ghecks and warrant s cashed 
Securities purchased

Commercial and agency transactions:
Securities purchased fo r  other Federals 
Transfers and checks settlements 
Net Coin and currency rece ipts 
Operations for foreign accounts (Net)

Reserve Bank Transactions:
Acceptances bought
Acceptances, sales contracts, increase 
S ecu rities, sales contracts, increase 
Securities bought fnr Systen's account 
Net increase in loans to  New York City 

Total gains

0 0 110 3 0 0 o
0 0 29 5 2 1 0
2 3 3 4 2 6 X
0 2 12 0 0 0 6

0 7 0 0 0 0 0
1 0 54 22 0 0 0
0 0 4 3 0 0 /
0 0 1 0 0 0

0 6 3 0 1 6 o
0 13 0 0 c 15 0
0 0 0 0 0 4 6
0. 6 1 0 20 5 0

_0 JO __0 _0 JL . 31 o
3 37 217 37 30 68 5 *

2 3 6 75 18 16 //
2 2 5 6 2 0 /
0 0 4 0 0 0 o

0 1 0 0 19 21
1 0 0 0 8 7 0
1 2 0 0 0 1 0
0 0 0 1 0 0 o

0 6 4 4 4 5 fs
0 0 0 11 7 0 /n

10 40 10 0 0 0 \J
JL JL 39 8 JL JL /  3
23 60 68 105 58 50

Losses by market:
Treasury transactions:

Income taxes co llected  
Custons and other receipts 
Foreign debt payments (cash)

Commercial and agency transactions: 
Transfers and check settlements 
Net coin and currency payments 
Operations for  foreign accounts 
Gold exports

- n e t  -

Reserve bank transactions:
Acceptances matured
Acceptances, sales contracts, decrease 
Securities sold from System*s account 
Net decrease in loans to  New York City 

Total losses

Net gain fo r  day 
Net lo ss  for day

149 18
20 23 68 28

Reserve position  of 23 leading New York City banks.
Actual reserves at opening of business 59 5 5 69 537 680 6 4 8 599
Average reserves 604 569 558 589 601 600
Reserve requiranents 602 599 599 603 603 603

(,(v  

4  o 2~~
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REPORT OF THE SECRETARY TO THE OPEN MARKET INVESTMENT 3  3  3 
^  COMMITTEE MEETING AT WASHINGTON

JUNE 21, 1926

The activities of the Open Market Investment Committee since its last 

meeting held in Washington on March 20, 1926, have been confined largely to 

transactions in the System Special Investment Account* Following the policy 

outlined at that meeting and in line with the Committee’ s recommendation that

“If developments in thp money market indicate 
any need for doing so, tho amount of securities in the '
System Account be increased to $300,000,000”

which was approved by the Federal Reserve Board on March 25, 1926, with the

stipulation by the latter that

Mno purchases shall be made after April IS, 1926,
Without further consideration,'*

the Committee authorized the purchase from tiro© to time of short-term Government 

securities in tho market as a result of which the holdings in this account aggre- 

gated $275t000,000 by April 15* Transactions during the June 15 tax period con

sisted of the sale and redemption of securities aggregating $51,000,000 of which 

$36,500,000 represented maturing obligations, and $14,500,000 sales of other 

issues to foreign accounts to replace their June 15 maturities; also purchases 

in replacement of approximately $45,500,000, as a result of which the holdings 

in tho System Account at the present time aggregate $270,500,Q00«

Special allotments of System investments were made during the period 

as follows: -  on April 16, at the request of the Atlanta bank, their participa

tion in Government securities held in the System Special Investment Appoint 

amounting to $15,998*500 was prorated to other reserve banks in exchange for 

a like amount of bankers acceptances in order that the Atlanta bank might maintain 

the proper gold reserve to deposit liability occasioned by large shipments o£> 

Federal reserve notes to meet a temporary currency condition at their Havana 

agency* As the Atlanta bank has not yet been in a position t® take back these
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governments, the New York bank has from time to time replaced the b ills  which 

matured through the sale to date from its portfolio of approximately §12,000,000#

The Federal Reserve Bank of New York also sold from its portfolio to the Federal 

Reserve Bank of Minneapolis about §10,000,000 of b i l ls  on April 12 in order to be 

of assistance in building up their declining earning assets.

The Federal Reserve Bank of St# Louis on March 31, 1926, requested that 

they be relieved temporarily of participating in System purchases of b ills  and 

securities# In order to be of further assistance the Committee purchased from 

the St. Louis bank from March 31 to June 1, b i lls  aggregating §10,650,000 which 

were redistributed to the other participating banks* By June 7, however, their 

improved position permitted them to resume their participation in both governments 

and b i l ls .

The United States Treasury found it unnecessary to make any offering 

of Government securities on June 15 and similarly found it unnecessary to withdraw 

any funds from its government depositaries# The redemption of maturing obligations, 

however, resulted in a temporary surplus of funds in the market and the Committee 

made temporary sales to various banks in New York during the period from June 12 

to 18 of Government securities from the System Special Investment Account aggregat

ing §25,000,000, The selling of these securities exerted a stabilizing influence 

on the money market so that ca ll rates did not go below 3 1/2

The heavy tax payments on and immediately following June 15 w ill result 

in the Treasury accumulating substantial balances in the Federal reserve banks, 

but this is to be taken care of in part by purchases of Third 4 1/4% Liberty 

Loan Bonds#

Attached are the following exhibits:

’’A” Statement Showing Participation of Federal Reserve 
Banks in System Special Investment Account and 
Classifications of Issues Held in the Account by 
Maturities#
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"B" Statement Showing Purchases of Bankers Acceptances 
from January 4 to June 16, 1926, and Amount Each 
Bank Has Received in Excess or Short of Its Pro Rata 
Share*

"CM Statement Showing Earning Asset Holdings of A ll 
Reserve Banks June 16, 1926, as Compared with 
Previous Week, Also Weekly Average from December 
31, 1925, to June 16, 1926, as Compared with Corres
ponding Period of 1925.

"D" Statement Showing Estimated Net Earnings Over
Expense and Dividend Requirements for year 1926, 
of a ll Reserve Banks based on Figures Furnished 
Committee as of May 31, 1926; Also Estimated 
Charge-offs for Entire Year#
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*IXHIHIT "C"

ITAmSMT 8HCNIIM3 IAK1B.V. ASSET HOLDINGS or ALL f c ix p a l  PES2PVE BANKS JUKI 
ASo/fT* p j m  D«C&^2P 31. I 'm  To J IMS 16, 1926 AS

16, 1926 COkPAPED CITH PPEVIOUS IEEK AND JUNX 17, 1925; ALSO WEEKLY AVERAGE OF EARNING 
COUPAP£> WITH COPP-SSPONDIN!} P2PI0D 1925 AND 5*TI?E YKAP 1925

(COO Qaltted)

boston msv Tart Philadelphia Cleveland Richmond Atlanta Chicago St. Louie M iaaeapolis Kaasas City Dallas Saa Fraaeiseo

b i l l s  Oiocouatod -  Juao 9 i
• u

122,552
18,953

•114,013
67,066

♦45,371 
43,064

♦43 ,*65 
44,359

♦46,013 
45,438

♦35,232 
36 ,610

♦46,311
43,555

♦24,593
22,912

♦5,940
4,149

♦20,117
18,637

♦11,142
11,309

♦33,114
37,278

♦

Mot Chaaga 3,599- 46,947- 2,307- 594 + 575- 1,378+ 2,756- 1,681- 1,791- 1 ,490- 167+ 4,164+

B il lo  Purohaesd - Juao 9
• ie

16 ,153 
14,123

65,899 
44,070

13,108
14,755

23,263
22,328

11,173
11,647

24,919
27,939

31,676
32,267

4,987
6,432

11,822
10,713

12,625
12,768

10,792
10,974

23,405
25,143

Not Chang* 2 ,030- 21,823- 1,647+ 935- 474+ 3,020+ 591+ 1,445+ 1,109- 143+ 182+ 1,738+

Government S ecu rit ies  -  Juao 9 
• * 16

18,465
21,808

83,859
160,293

24,215 
26,830

38,554
48,907

9,925
8,286

3,847
1,849

60,^35
67,493

30,114
23,853

20,720
18,209

39,799
33,2*1

35,564
26,959

52,721
44,508

Mat Chaaie (Board Report) 3.343* 
(Excluding Over- 

*  Nit Change ( draf te -la c lu d in g  6 ,061- 
(toaporary oaloo)

76 ,434+

12,971-

2,615 ♦ 

2 ,770-

10,353+ 

1 ,997-

1 ,639-

911-

1 .998-

1 .998-

6 ,948+ 

4 ,773-

6,261-

4,546-

2,511-

1,396-

6 ,538-

4 ,288-

8,606-

6 ,297-

8 ,213-

4,565- *

Total Earaiag Aseeto -  Juao 9• 16 57,808
55,454

266,072 
273,494

85,617
87,362

106 ,481 
116,397

67,556
65,768

65,594
67,399

139,673
144,333

60,055
53,520

39,251 
33,811

72,859
64,948

57,792
49,504

109,820
107,447

1,
1

Mat Chaatto (board Report) 2 ,354- 7,412+ 1,745+ 9,916* 1,798- 1,304+ 4,660* 6,535- 5,440- 7,911- 8,288- 2,373-
(Bxoludiag Over- 

*  Not Chaago (d ra fte -ln e lu d in g  11,758- 
(toaporary sa ls*
(Govt. S eou ritieo)

81,993- 3,640— 2,434- 1,060- 1,804+ 7,061- 4,820- 4 ,325- 5,661- 5,979- 1,275+ *

t a J l lx  AM rato Of Iftm lA* Aaaets 
Doc. 11, 1925 to Juao 16, 1926 
corroopsadiag psriod  1925

87,653
86,801

268,364
293,907

91,082
81,640

106,713
113,077

58,675
49,349

74V017
34,106

149,378
132,452

61,854 
43,100

35,520
32,434

66,834
48,122

52,902 
39,036

110,731
98,218

1
1

Nat Chaaga 852+ 25,543- 9,442+ 6,359- 9,326+ 39,911+ 16,926+ 18,754+ 3,086+ 18,712+ 13,866 + 12,513+

Dae. 31, 1925 ts  Juaa 16, 1926 
l a t i r s  ysar 1925

87,653 
93,459

268,364
287,133

91,082 
85,078

106,719
113,904

58,675
54,734

74,017
56,548

149,378
138,045

61,854
55,936

35,520
37,271

66,834
57,293

52,902 
49 ,024

110,731
109,866

1
1

Nat Chaaga 5,806- 18,769- 6,004* 7,186- 3,941* 17,469* 11,333* 5,918+ 1 ,751- 9,541+ 3,878+ 865+

af l i r a U t  As sots 
Juaa 16, 1926 
Juaa 17 , 1925

55,454
67,550

273,484
210,220

87,362
79,064

116,397
98,451

65,768
68,221

67,398
56,854

144,333
126,526

53,520
56,063

33,811
40,552

64,949
53,546

49,504
47,662

107,447 
102,487

1
1

Nat Chaaga 12,096- 63,244* 8,298* 17,946+ 2,453- 10,544+ 17,807+ 2,543- 6 ,741- 11,402+ 1,842+ 4,960+

448,163
393,330

54 , 833-

1*1 *1

249,821 
233,159

16,662-

418,308
482,335

63,927+

9 ,152-

111,486*

23,437+

112,230+

sgMMPY m m m

B il ls  disoouatsd fa r  m k  
b i l l s  purehassd fo r  vssk 
u tT in u in t s s cu r it ie o  fo r  week 
Total * a n  lag  assets f o r  vook
Weekly average of earaiag assets Doe. 31, 1925 to  Juas 16, 1926 

agaiast eorreepondiag poriod  1925 
Weekly average of earning aossts Dae. 31, 1^25 to  Juao 16, 1926 

againot en tire  year 1925 
Ceaparissa of eam iag assets Juno 16, 1926 with Juao 17, 1925

i* ot Chon go based 
oa board Paport 

f 54,823- 
16,662- 
63,927* 

9 ,152-

111,486 *

25,437*
112,230+

Not Chaago Excluding Over- 
d ra fto  a d  Iaeludiag Temporary 
Salop 0a n .  Sac. 8 y * a »  Account

52,573-
125,652-

#  Tho oo figuraa of aot chan goo ia  Oevernaent ooeu ritioo  and to ta l  aarniag aoooto exclude $141,500,000 tooiporary advaneea to Treaeury aid 
include $25,000,000 Government ooeu ritioo  oold tem porarily froa  Systaa Account over tax poriod n d  ropurehaood by Juaa 18, 1926.Digitized for FRASER 
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Exhibit^A"

STATEMENT SHOWING PARTICIPATION BY FEDERAL RESERVE BANKS IN SYSTEM SPECIAL INVESTMENT 
_______ ACCOUNT AND CLASSIFICATION OF ISSUES HELD IN THE ACCOUNT BY MATURITIES________

Holdings Holdings By Maturities

Boston $ 11,856,500 September 15, 1926 0 50,522,000

New York 71,359,500 December 15, 1926 45,203,000

Philadelphia 6, 654,000 March 15, 1927 83,228,200

Cleveland 17,855,000 December 15, 1927 46,121,300

Richmond

Atlanta

7,870,500

0

September 15, 1928 
3rd L/L bonds

45,425,500

Chicago 35,482,000

St, Louis 18,563,000

Minneapolis 12,069,500

Kansas City 24,338,500

Dallas 24,977,000

San Francisco 39 4 474.500

Totals 0270,500,000 . §270,500,000
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Authority E .6 . IBSfe

Exhibit WB"

PURCHASES OF BANKERS ACCEPTANCES FROM JANUARY 4 TO JUNE 16, 1926 AND AMOUNT 
EACH BANK HAS RECEIVED IN EXCESS OR SHORT OF ITS PRO RATA SHARE 

___________ UNDER APPORTIONMENT PLAN PUT INTO EFFECT JANUARY 4. 1926__________

B ills
Acquired

(Net)
B ills  Entitled 

to Acquire

B ills  Over 
Pro Rata 

Share

B ills  Short 
Pro Rata 

Share

Boston $ 51,505,000 $ 48,945,000 $2,560,000 * o

New York 163,615,000 165,606,000 0 1,991,000

Philadelphia 55,567,000 55,937,000 0 370,000

Cleveland 68,699,000 69,918,000 0 1,219,000

Richmond 35,667,000 35,817,000 0 150,000

Atlanta 33,133,000 32,451,000 682,000 0

Chicago 98,373,000 97,887,000 486,000 0

St. Louis 31,808,000 31,898,000 0 90,000

Minneapolis 28,854,000 28,824,000 30,000 0

Kansas City 41,822,000 41,953,000 0 131,000

Dallas 28,912,000 28,824,000 88,000 0

San Francisco 63.036.000 62 T931.0Q0 105.000 0

Totals 1700,991,000 $700,991,000 $3,951,000 $3,951,000

These figures reflect purchases allotted on basis of regular percentages 

but do not include inter-System sales from portfolio.
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Authority E . 6 .  U 3 5 k

Exhibit WD"

STATEMENT SHOWING ESTIMATED NET EARNINGS OVER EXPENSE AND DIVIDEND REQUIRE
MENTS FOR YEAR 1926 OF ALL RESERVE BANKS BASED ON FIGURES FURNISHED

Net Earnings in 
Excess of Expenses 
and Dividends (Ex
cluding Charge-offs) 

May 31, 1926

Estimated Net Earn
ings in Excess of 

Expenses and D ivi
dends (Excluding 
Charge-offs) 
December 31, 1926' 

(Based on Column 1)

Estimated 
Charge-offs 

for Year 
1926

Boston 0 434,277 0 1,042,000 0 132,047

New York 644,154 1,546,000 455,000

Philadelphia 308,9 65 742,000 38,000

Cleveland 326,000 782,000 372,000

Richmond 244,000 586,000 105,000

Atlanta 551,854 1,324,000 525,327

Chicago 568,904 1,365,000 660,197

St* Louis 295,731 710,000 233,591

Minneapolis 126,189 308,000 95,946

Kansas City 322,281 773,000 166,024

Dallas 251,309 603,000 41,296

San Francisco 575.000 1.380*000 725.000

Totals 04,650,664 011,161,000 03,549,428
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F E D E R A L  R E S E R V E  B A N K

O F  N E W  V O R K

June 15, 1926

Dear Governor P la t t

I  have advised the members o f the Open

Market Investment Committee th at the meeting to be held

on Monday, June 21 next, w i l l  convene a t U  o’ clo ck  in
1____ _ I I ibmhhm —.m-MTTT———————————— VrTrmmmmmmmmmarnjuni___

the F e d e ra l Reserve Board room.

Honorable Edmund P la t t ,
A cting Governor, F ed e ra l Reserve Board, 
Washington, D. C.

P .S . Governor N o rris  and I  are coming over on the e a rly  
t r a in  from P h ila d e lp h ia , which i s  due in  Washington 
a t that hour.

Very t r u ly  y o u rs,

J .  H. CASE 
A cting Chairman,

Open Market Investment Committee
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Sferion O hio

Open m arket o o o ra itte e  m eetin g  w i l l  b e  h e ld  h e r e  June 21 end  n o t  Monday 
o f  n e x t  w eek « »  I  i t e t e d  t o  y ou  o r e r  te le p h o n e  t h i e  m orning

Eddy

b u c in e e e
O ort r e t e
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TELEGRAM 

FEDERAL RESERVE SYSTEM
(LEASED W IRE SERVICE)

y
RECEIVED A T  W A S H IN G T O N , D . C -.

m  10 i92i

32nrfa
SewTork 110 la Jun e 10 /  ? 2- 
J la tt , PRB

• “•ashn

yoiar l e t t e r  of| yesterday Meeting of open saarke t 
-ooznalttee has been ca lled  June 81 in Washington

lOlSaja
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3mm  9 ,  1928.

DMT Wf. CsMI

l a  th a  ib M S M  1 d io e o a a a d  w it h  th *  S a a r t  
t h i *  a o i a l a c  tk a  q u a a t le n  o f  t e i d i a g  a s  C p M  U aifcat C aa»
M l lt M  a a a t ia c  m  3mm S l o t  *lt3>  p a r t i o o l a r  n f e r a i w *  t o  
t)M  q a a a t ia a  H w tfca r  i t  i h w l d  t e  M i  l a  M U i | t n  a t  
i n  T M k . 1 r t t M  I k t t  u  I  a t e t t o o l  i t  t t a r a  a * a  a »  
« » ^ i t U n  f t r  t  ofcaaea i a  th *  i w r d  p o l l o j r ,  U * .  l a  
a & d lt le a  to  o r  * o b t m * t i « a  f r o »  %>* s y a t a a 'o  o p t o  s a r i n t  
f o a i ,  b a t  M a t  tem porary  p a v e to o a a  o a  u m t  o f  t t a  w a 
t t  t iO M  a v i o i a c  Sum  th *  T r a a a u y ’ a w m ana l  « s t l o n  and flfw a 
tfca t I K n  M r t K  * t  th a  n l  o f  t t e  son tfc  n l . # t  t a  M H t a u r .  
S a r a r a l  M raktra  o f  tfca S ea rA  aaqpraaaid o o a a td a r a b la  l a t o r o a t  
i a  th *  a i t a a t i o a  te a  t o  *ba  f a c t  t% at t k a  T w aooory  l a  a o t  
t o  l o w *  aar  mm  a a r M f ie a t a a  t a t  i a  t o  a a o a w la t a  fttada an d  
p ^  o f f  t b »  a a t a r ia c  o t t l g a t l o a o ,  a s d  th *  • a n t ia * « »  o o « a a 4  t o  
W  ta r jr  o t r o a jfr r  i a  f * » r  o f  h a ld i& g  U»o a o « t i n «  i a  W aaM agtoa  
oa t b «  data naatioaaia

Mr, J .  B . C a a o , Dapaty O o r o m o r
l a  a m i  a a a a m  Baade,

M a  T o »k , I .  T .
I M m t  B a a a m  s m I ,
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FEDERAL RESERVE SYSTEM
(LEASEQ W IRE  SERVICE)

A*
R E C EIlfeD  A T  W A S H IN G T O N , D . C ., ^

k

I48nrf a

new ôrtc- 355p June 8 I $ &
7 ~~~~

Edtound Platt
Frb Washn

As arranged with you over the telephone a meeting of open market
commit tee w ill be held on monday June 21 either in Washington 
or $ewYorfc whi ch ever place w ill su it you better

Case
30 3p
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A

r  a A u

' V

S*

V

! ****** m*AM; ffcf

■2'3 o , ~"4 v
4 - M - *V v  V

A p r i l  19* 1926,

Dear Mr* 

I  acknowledge ro d o ip i o f your la t t e r  olL / n /
Any i l  if ith , eiiolofiing c o p ie i o f t h e  »im *U« +
of ih© Eetiiing: of th® 0**?** Haricot Iitfestm eni 3 3 3 . - ^ ” ^  , 
C o m lita a  «u»d i i »  jo in t  »e»*i<m w ith th« 4  . ^ 4
Bot.rd an Jtoah 20* 1926* Th«#© aiim tee t d l l  
b e  placed in  our f i l f c f «

Very t r u ly  your®,

E* K* K o C le llaad , 
A « s i t t w i t  S e e r e t a r y .

H r. l .  B . M attaaon, » a o ra ta ry .
Open M arket I w e i t w i r t  C cm ia iita e ,

0 /0  F * d * r * l  H©senr© J*ank#
Kcw Y o rk , f .Y *
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F E D E R A L  R E S E R V E  B A N K  

O F  N E W  V O R K

A p ril 15 ,  1926,

.-j -,«■/ p

CONFIDENTIAL

S i r :

T here i s  e n c lo s e d  f o r  y ou r  f i l e s  c o p ie s  o f  th e

M inutes o f  th e  M eeting  o f  th e  Open M arket Investm ent Coro-
............ . Z  „ 2- t) — 4 5 J 3 , ■” 4 " ^

in it te e  and o f  th e  J o in t  Meeting^ o f  th e  Open M arket I n v e s t 

ment Com m ittee and th e  F e d e ra l R eserv e  B oard h e ld  in  

W ashington on March 2 0 , 1926 .

R e s p e c t f u l l y ,

S e c r e t a r y ,  Open M arket 
In vestm en t Committee

H on ora b le  D. R . C r i s s in g e r ,  
G o v e rn o r , F e d e ra l R eserv e  B oa rd , 
W ash in gton , D. C.

En c lo s u r e s
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F E D E R A L . R E S E R V E  B A N K *

O F  N E W  V O R K

K p r i l  1 , 1926 .

Dear Mr. Eddy: |

I  want tb  ack n ow led ge  and thank you f o r  y ou r  l e t t e r  

o f  March 31^ e n c lo s in g  a cop y  o f  a t r a n s c r i p t  o f  some s t e n o 

g r a p h ic  n o te s  ms.de by Mr. M cC le lla n d  o f  P r o fe s s o r  S p ragu e ’ s
n........... . i,niMTir.-.-iT ii i in T~r— r̂ iftinrnriwii «i~hi)ir<i«n>W|||̂ ^

rem arks a t  th e  m eetin g  o f  th e  Board and Open M arket Com m ittee 

on March. 20 .

V ery  t r u l y  y o u r s ,

GEORGE L . HARRISON, 
Deputy G ov ern or .

Mr. W a lter  L . Eddy,
S e c r e t a r y ,  F ed era l Jkgserve B oard , 
W ash in gton ,  D.
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Maroh 81 . 102«

Hmv Mr* finrriaofif
in fe r r in g  to  our ttltp h exM  o aaw iw fc io n , 

X m  * n # lo « t f t f  h a j^ w ith , fo r  y o u r In fo r m t lo n ,  
copy o f  *  ttm iHKiript o f  see* j»t«a©gri^hift n o t * *  * 
M*di* by o f  F r o f ^ t o r  Spragu*1*  r# *
mtrl&K *% t t *  o f  t l i *  B**r<t and Optn tfi#ic#t
Comnitt«« w i Hiuroh »Oth*

Y * r y  t r u ly  yo*»r«#

(Uisrnsd) Walter L. Eddy 
n a lt# r  U  M4p»

ftp* CNMNNP 8 irv tio B »  Deputy O ew m o r,  
?ad#r«tl 8 »«*t*v» Bank,

,»*w forte , I .  I ,

(% » lo *u r« )
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<  -  - C ' V '
Form N o. 131. '
S \  p m  |  FEDERAL RESERVEOrhce Correspondence BOARD Date m *  v m .

T o ............... S u b je c t s ...- .-______ __________ ___ _______

From....._ « * •  ... ............  ..._  .... ............_ .......... -.._________ __- -....

At torn masting of thm Bogart th& following
roalufcion wm adopta&t

m mxb »t I9se# t&® Federal aassm 
Bous'd paesod thQ fo llo w in g  re s o lu tio n *

*TM% Washington b« Ossi^aatod m ttw 
mgt&mv emoting $mm of ttm 0$*©n %sm*tmn%
comltt©®* oseoopt \fxm tho o<mitfce© is mthoriaod 
yg &• Bo awl to mm%

3femv fc&s Qomrmv lsdlm tsd, to ad-
vta»» f m  tteo to tints t aftor consult at t o  wltsh lh» 
OlmlnaEw of said Qomaitteo* whoa in his opinion It is 
daairabls fmm Kim nature of tba business to bs traas-
natod fcimt mootings of tho ooraraitto# be hold at places 
otlior thm M'/aahin-toa*”

4
J  T T £ tS -\
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ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL. RESERVE BOARD

WASHINGTON

March 23, 1926.

Dear S i r s :

I  am glad to  transm it herewith fo r  the inform a
t io n  of the F ed eral Reserve Board ten copies of the  
re p o rt of the Open Market Investment Committee to  

^He Governors1 Conference* Th is re p o rt was submitted 
to  a m  approved by the Conference on March 22nd.

.(J"" Z -1  2  U  R e s p e c tfu lly ,

S ecretary , Governors* Conference*

F ed eral Reserve Board, 
Washington, D. C*

at board

2 S  1226 Y  'M itV L cisJ V  / f 2 g
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'~Zj\KVX> V  P

y > - . w v ^ V

■v \  v ! /  o f the Chairman o f the Open Market Investment Committee
to the Governors Conference. November 2. 1925. j

............ ... ............. 3 3 V “*  ^

Since the la s t  governors conference the S p ecial Investment Account o f  

the system has been reduced by 35 m illio n  d o lla r s ,  from 245 m illio n  to 210 

m illio n .  This reduction has taken p lace g ra d u a lly  in  connection w ith the re 

demption o f maturing issu e s at q u a rte rly  tax days, occasio n al sa le s to the 

Treasury fo r t h e ir  accommodation, and a sa le  to the Bank o f England amounting 

to 4 m illio n  d o lla r s .  The gradual reduction in  the p o rt fo lio  has been in  keep

ing with the p o lic y  o f m aintaining the e ffe c tiv e n e ss  o f the discount ra te s o f  

the Reserve Banks by in su rin g  a round amount o f borrowing by member banks in  

p r in c ip a l c i t i e s .  '

C re d it Conditions

The changes in  business and c r e d it  conditions since la s t  sp rin g  have 

created a s itu a tio n  which is  most unusual and most p erplexin g fo r the determina

tio n  o f Federal Reserve p o lic y .

When we met in  A p ril  domestic business was experiencing some s lig h t  re 

cession f rom the great a c t iv it y  o f the e a rly  sp rin g . T h is was more tru e in  c e r

t a in  types o f in d u s t r ia l  a c t iv it y  than in  the general d is tr ib u t io n  o f goods. The 

recessio n  did not prove to be se rio u s and in  the past two months there have been 

in d ic a tio n s  o f an in crea se  in  a c t iv it y  and greater business optimism. V arious  

indexes o f the to t a l volume o f business in d ica te  th at business has been above 

what we may c a l l  norm al, o r average, conditions fo r the e n tire  year* The con

s tru c tio n  in d u stry  and the automobile in d u stry  have been p a r t ic u la r ly  a c t iv e .

Business appears g e n e ra lly  to be in  healthy co n d itio n . While forward 

buying has increased somewhat la t e ly  i t  continues to be g e n e ra lly  conservative*
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Commodity p r ic e s  are firm  but th ere are as yet no considerable p r ic e  increases*  

Looking into the future the features in  the business s itu a tio n  which o ffe r  

p o s s ib il it y  o f la t e r  disturbance appear to be:

1* The automobile in d u stry  evid en tly  now has a
capacity and annual ra te  of production which 
i s  g reater than the growth in the population  
or the in crease in the domestic demand fo r  
cars can support fo r any extended p erio d .
We are approaching a saturation point in that 
i ndust ry ,  unless exports in crease w ith great 
ra p id ity .

2. The b u i l ding in dustry i s  now operating at a
pace which be continued in d e f in it e ly *
The war y e a r s ie f t ~ u s w it h a  shortage in  ‘ , 
homes. I t  i s  c le a r  that most of that sh o rt
age has now been made up and that sometime, 
perhaps w ithin  the next year or two, there  
w il l  o f n e c e ssity  be a diminution in new 
b u ild in g  construction and in  the a c t iv it y  of 
the in d u s trie s  which are concerned w ith new 
b u ild in g . T h is  w i l l  n a t u ra lly  be accompanied 
by a slowing up in  re a l estate speculation, 
which i s  now a ctiv e  in  many p la ce s.

3. There has been fo r some years past a steady 
in crease in installm ent buying, in v o lv in g  the 
t>ledge o f future income and the b u ild in g  up of 
what we may c a ll,  consumer in v e n to rie s. I t  is  
c le a r that t h is  has oreaied a s itu a tio n  in which 
any extended period o f unemployment o r any change 
in psychology might le a d  to a considerable  
diminution of a c t iv it y  in  those in d u s trie s  serv
ing the consumer d ire c tly *

In none of these three d ire c t io n s  i s  th ere  any evidence o f an immediate 

change in the situ a tio n . The prospect i s  fo r sound su b stan tial business at a 

high le v e l fo r some months to come, but i t  i s  eq u ally  c le a r  that the presence of 

these u n certain  fa cto rs  makes the continuance of a conservative temper in busi*

ness most desirable,
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Stock Market

The stock market appears to o ffe r  a fourth element of poarsible in 

s t a b il it y  in  the business s it u a t io n , for stock market movements have a wide

spread p sych o log ical in flu e n c e . The most se rio u s element about the recent stock 

market movement i s  the p o s s ib il it y  o f a la t e r  recessio n  in  p r ic e s  which might add

impetus toward business re a ctio n  .£jThere are a number of in d ic a t io n s  that a p art  

o f the recent in crea se  in  stock market p r ic e s  i s  due to fundamental changes in  

v a lu e s, but i t  i s  also p o ssib le  that the swing o f p ric e s  may now have gone

currency c ir c u la t io n  o f 100 m illio n  d o lla rs  sin ce the end o f A p ril and by an in 

crease o f about 300 m illio n  d o lla rs  in  commercial loans o f banks* This i s  la rg e r  

than the usual seasonal in crea se  and has come somewhat e a r l ie r  in  the year than 

usual . In  a d d itio n , loans on stocks and bonds show an in crea se  o f 300 m illio n ,  

which rep resen ts la r g e ly  the p la c in g  o f a d d itio n a l funds in to  the stock exchange 

money m arket. The n6t r e s u lt  i s  an in cre a se  o f 600 m illio n  d o lla rs  in  to ta l bank 

c re d it  advanced by weekly re p o rtin g  member banks, outside of an in cre a se  which may 

have occurred in  other banks- This in cre a se  has been made p o ssib le  by an in crea se  

o f about 250 m illio n  d o lla rs  in  borrowings from the Federal Reserve Banks. At 

the same time the non-reporting banks in  saaaller c it ie s  have decreased th e ir  

borrowings s lig h t ly  -

there has been an in cre a se  sin ce A p ril  o f about l / 2  of 1 per cent or more in  the 

vario u s open market mo»ey r a t e s . '

T̂ ie fig u re s are shown in  the accompanying table and in  the two diagrams 

in  the appendix:

beyond a le v e l which can be maintained permanently

C re d it Requirements.........................

The growth in  b usin ess a c t iv it y  has been accompanied by an in crea se  of

Accompanying t h is  a d d itio n a l borrowing at the Federal Reserve Banks
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S c f l& l  JjhaiteM.J ia m ,  frprU  *,,

( d o lla t  fig u re s in  m illio n s )

Anr .29 Oct 44 Chan?®

MaLfiLJ&tfia '
B i l l s  (9 0  day) 3 1/8 3 1/2 ♦ 3/8
Commercial Paper ( 4 - 6  mos«) 4 4 1 /4 -4  1 /2 + 1/2
C /l*  s ( 3 mos 4 2.71 3.55 ♦ .84

(6  mos.) 2 .73 3.52 + .79

Earning A sse ts Federal R eaerm  Eanks. $ $
Discounts and Advances 400 644 +244

‘’B i l l s  Owned 243 255
£ £ j DB i l l s  Sales Contract 24 32

U . S .  S e c u rit ie s  Owned 345 314 -  31

£ S 5 }U . S .  S e c u rit ie s  Sales Contract 4 22

Total B i l l s  and S e c u rit ie s 1 .028 1.876 +248

k&mai-aatil ffpaMx. RmrAlng.
Marital, ___

Commercial Loans 8.354 8 .673 +3iy

Loans oh Stocks and Bonds 4-878 5.192 +314

Investments 5.484 ? r4§.S„ -  22

Total Loans and Investments 18.716 19 .327 +611

Jk.s,gr.m .HagM
By weekly re p o rtin g  member banks in :

New to rk  C ity 47 155 +1UO
Chicago 2 22 + 20
Other p r in c ip a l c it ie s ._osl 291 +129

Total p r in c ip a l c it ie s 211 468 +257

By n o n -reporting banks outside
p r in c ip a l c it ie s 189 

(M arch l )

176 

(O c t. l )

-  Id

Money in  c ir c u la t io n 4.725 4.827 ♦102
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Gold Movement

YJhile money rates have been moving upward l / 2  of 1 per cent or more in

t h is  country, they have moved lower in London by about 1 per cent and the Bank 

of Tftigland has reduced i t s  rate  one per cent from 5 to 4 per cent* In  recent 

weeks r?tt;es in London have become s lig h t ly  firmer* The re s u lt  o f h ig h er ra te s  

here and lower ra te s in  London has been that considerable American balances which 

had been placed in  London have returned to t h is  country, and th ere has been a 

gold movement from London to New York o f about 40 m illio n  d o lla rs ,  p a r t ia l ly  o f f 

set by a movement o f 21 m illio n  d o lla r s  from t h is  country to Canada* T h e  movement 

from London i s  s l ig h t ly  la rg e r  in amount than was customary in the f a l l  in the  

years before the establishment o f the Federal Reserve System.

I t  i s  c le a r  that the r e la t iv e  le v e l of in te re st ra te s  in  t h is  and in  

foreign co u n trie s i s  an important in flu e n ce  on gold movements* I f  our in te re s t  

ra tes reach h igher le v e ls  without a corresponding in crease in  London, a la r g e r  

gold movement to  t h is  country may be stimulated*

j^The general recovery in European business and c re d it  co n d itio n s is ,  under 

present circum stances, f a c il it a t e d  by low money ra te s in t h is  country. With 

in dustry abroad below normal a c t iv it y  and stru g g lin g  against high taxes and the 

n e ce ssity  fo r many readjustments, the actual cost o f money i s  an important fa cto r  

in Eftgland and the European co u n trie s. In  many of these co u n tries, moreover, the

jTTOly of working c a p ita l i s  in s u f f ic ie n t .  As long as our extension o f c re d it

?road e ith e r in the form o f short-term  or long-term cre d it i s  fo r productive pur

poses a considerab le flow  w il l  be b e n e fic ia l to the recovery of Europe and w il l  re 

act favo rab ly upon our own trade. T h is  flow i s  encouraged by low money ra tes. 'Tith

European S ituation
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the finances o f Europe in  unstable co n d itio n  sm all changes in  c r e d it  conditions  

may have la rg e  re s u lt s  one way o r another, and i t  i s  c le a r  that t h is  country has 

a d e fin it e  r e s p o n s ib ilit y  to determine i t s  monetary p o lic y  with some regard to 

the e ffe c ts  o f  such p o lic y  outside o f our own borders*

C
Recommendati ons

these are the outstanding fa cts  in  the broad c re d it  situ atio n *  They

n —
do not seem to in d ica te  the need for any change in  our open market p o lic y . With 

the member banks in  p r in c ip a l c it ie s  s u b s ta n tia lly  in  debt at the Reserve Banks 

there i s  l i t t l e  to be gained in  the sale  o f ‘s e c u r it ie s  for the purpose o f making 

discount rates more e ffe c tiv e *  The in flu e n ce  o f our rates i s  now fe lt  on a 

co n siderab le body o f borrowing and i f  i t  appears d e sira b le  the next step should 

p o ssib ly  c o n sist in  changes in  discount ra te s, ra th e r than changes in  open market 

holdings* I t  also  seems d e sira b le  to m aintain the present account at at le a s t  

i t s  present s iz e  that we masiJiflLjraa^rBd Jbft-iteal^g iA h a n v  emergency s it u a t ion„ 

the committee, th erefo re, i s  not prepared to recommend at presejjJ^aa^xhange

our holdings o f secun ^ s ^ |

Q u arte rly  Tax Bay Qperati ons 

The June and September ta x  days furnished a d d itio n a l opportunity fo r  

studying the need fo r s p e c ia l operations with the investment account to prevent 

any unusual and temporary ease in  money* At the June tax date sa le s  o f 51 m il

l io n  d o lla rs  were made e a rly  in  the ta x  day period, with the v e ry  s a t is fa c t o ry  re 

s u lt  that money rates remained at a constant le v e l throughout the e n tire  p e rio d . At 

the September period sa le s to the market did not appear to be necessary because 

o f u n u su ally  la rg e  re c e ip ts  r e la t iv e  to disbursements by the government and a 

considerable volume of rediscounts* No sa le s were therefore made and there was

A
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some easin g in  money ra te s fo r a few days- The experience o f these two tax days 

would appear to in d ic a te  that i t  i s  u su a lly  d e sira b le  to make temporary sa le s to 

the market e a rly  in  the tax day p e rio d .

Turn of the Year

Last January i t  was.found d esira b le  to make sale s o f about 150 m illio n  

d o lla rs  o f s e c u r it ie s  to take up the seasonal s la c k  in  c re d it  re s u lt in g  from the 

re tu rn  o f Christmas currency-and the usual seasonal flow  o f funds to money centers- 

T h is coming yearend i t  appears l ik e l y  that c it y  banks w i l l  be so la rg e ly  in  debt 

at the Reserve Banks that s la c k  w i l l  be mostly taken up by the liq u id a t io n  o f d is 

counts. Such liq u id a t io n  i s  freq u en tly  a l i t t l e  slow, however, and i f  c re d it  con

d it io n s  remain as at present i t  would be und esirab le to have the banks out o f debt. 

I t  w i l l ,  th e re fo re , be w e ll to co n sider some temporary purchase o f s e c u r it ie s  at 

the time o f the Christm as currency demand to be so ld  i n  January. The wisdom o f  

such a p o lic y  cannot be determined fa r  i n  advance.

Method o f Apportionment 

Ijuring the p ast few months fu rth e r study has been made o f the methods of 

apportioning purchases o f bankers acceptances in  the l ig h t  o f curren t earnings and 

expenses. The p r in c ip le  has been adopted o f apportioning acceptances among the 

banks, f i r s t ,  on the b a sis  o f estimated expenses and dividends o f the banks; and 

second, a ft e r  these have- been provided fo r,  to apportion the remainder on the b a sis  

o f req u ired  earnings to meet lo sse s  and o rd in a ry  ch arg eo ffs as fa r  as p o s s ib le .

The present estim ate appears to in d ic a te  th a t.th e  earnings o f the banks fo r the 

year w i l l  be s u f f ic ie n t  to co.ver a l l  expenses and dividends and to cover the major 

p a rt o f chargeoffs as w e ll.  Included i n  e x h ib its  attached are ta b le s r e f le c t in g  

Government s e c u rity  and b i l l  tra n sa ctio n s and d is tr ib u t io n s  by the Committee 

during the y e a r.
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EXHIBIT MA"

STATEMENT SHOWING TRANSACTIONS IN THE SYSTEM SPECIAL INVEST!:ENT ACCOUNT 
____________ SINCE LAST GOVERNORS1 CONFERENCE IN APRIL 1925 __________ ___

Hoi dines March 31, 1925 - - - - - - - - - - - - - - - - - - - - - - -  §245,203,500

Purchases:
A p ril 14

U 15

n 21
May 4

n 4
June 10

» 12
it 12

J u ly 15
Aug, 15

ti 26
Sept, 10

a lo s :
A p ril 15

•t 21
May 4
June 15

it 24
" 24 &

J u ly 15
Aug* 11
Sept* 10

n 15

Market 4 3/8$ T/N due Dec, 15/25 § 4,000,000
P o rtfo lio  ) 4 3/8$ T/N ti n H 693,100
F.R.B,Chicago) 4 3/4$ T/N 11 Mar* 15/26 1,063,400

Market 4 1/2$ T/N <t June 15/25 5,200,000
n 4 3/4$ T/N 11 Mar, 15/26 15,000,000
i« 4 3/4$ T/N 11 Mar, 15/27 5,000,000
ti 4 3/4$ T/N II Mar, 15/26 5,000,000
it 4 1/4^ T/N 11 Sept*15/26 3,500,000
n 4 3/4$ T/N It Mar, 15/26 1,000,000
it 4 3/4$ T/N II Mar, 15/26 2,000,000

Forei gn Ace* t 2 3/4$ C / I II Sept,15/25 350,000
Markdt 2 3/4$ C /I II H ii 375,500

15 H 4 3/4$ C / I « Mar, 15/26 11.965*700

Total

§305,351,200

Market 3$ C / I  due Dec, 15/25 § 918,500
" 2 3/4$ C / I  " Sept.15/25 5,200,000
" 4 3/8$ T/N " Dec. 15/25 20,000,000

Treas.-Redemp. 4 1/2$ T/N " June 15/25 31,132,700
Foreign A cc't 2 3/4$ C / I  " Sept.15/25 2,000,000

29 T re as. a /c  APC 4 1/4$ 3rd L .L . 15,000,000
Market 4 3/8$ T/N due Dec. 15/25 2,000,000

Foreign Acc*t 2 3/4$ C / I  " Sept,15/25 2,000,000
Tr eas.-Redemp* 2 3/4$ C / I  " " 15/25 2,000,000
T^eas.-S in k.Fd . 4 1/4$ 3rd L .L . 15,100.000 . .

To tal sales -  - -  - -  - -  - -  -  95»351,200  

dance Holdings October 21, 1925 - - - - - - - - - - - - - - - - - ' -  §210,000*000

(Net P r o f it  on sa le s amounted to §128,117,25)

PARTICIPATION AND MATURITIES OF SYSTEM HOLDINGS CLOSE OF BUSINESS OCTOBER 21.1925

P a rt ic ip a t io n Ratio
Boston § 1,985,000 0.9$
New Y0rk 51,427,000 24.5$
P h ila d e lp h ia 1,565,000 0.8$
Cleveland 11,651,500 5.5$
Richmond 4,102,500 2.0$
A tlan ta 12,097,000 5.8$
Chicago 22,010,500 10.5$
St, Louis 18,872,500 9.0$
M inneapolis 9,020,000 4.3$
Kansas C ity 20,844,000 9.9$
D allas 22,143,500 10,5$
San Francisco 34.281.500 16.3$

^210,000,000 100$

Maturi t i es
Dec. 15, 1925 4 3/8$ T/N § 38, 160 j,100
March 15, 1926 4 3/4$ T/N 75, 266,,700
Sept. 15* 1926 4 1/4 T/N 40, 401,,000
March 15, 1927 4 3/4$ T/N 23, 87 5 j,900
Dec. 15, 1927 4 1/2$ T/N 32, 296,>300

§210, 000,000
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EXHIBIT "B"

SHOEING SYST® PURCHASES OF BANKERS ACCEPTANCES FROM JANUARY 2, 1925

Purchases P a rtic  ip a tio n s

Boston $ 157,089,000 0 173,804,000

New York 866,314,000 173,320,000

P h ila d e lp h ia 107,778,000 107,778,000

Cleveland 28,697,000 108,924,000

Richmond 14,588,000 44, 593,000

A tlanta 9,219,000 68,888,000 *

Chicago 54,739,000 166,482,000

St. Louis 111,000 76,£20,000

M inneapolis 0 81,807,000 *

Kansas C ity 0 91,557,000 *

D a lia  s 1,278,000 63,730,000 *

San Francisco 41,886*000 124,596,000

T o ta ls 01,281,699,000 01,281,699,000

* Does not in clu d e sale s from New York p o rt fo lio  to A tlanta of yl3,18 3,000
i» *» « « » « ** M Kansas C ity  M 5,021,000
it it m h ti »t « *» h D alla s " 5,000,000
« » »» « ” St. Lo u is " ” M inneapolis n 3,271,000
» » « « »• *♦ ** u D allas H 3,192,000
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M I L L IO M 5  
OF DOLLARS

19 2.4 192.5
Total ISamin^ A sse ts; B i l l s  Discounted i o r  Bunks in  P r in c ip a l  C it ie s  and 
0ut3ide P r in c ip a l C it ie s  by the Federal Reserve Banks •
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F o rm  N o . 131* I

Office Corr^spoî ieL z e

To

."EDERAL RESERVE 
BOARD

the Board Subject:,

Ire i s  attached hereto 1 
S ecretary o f the Open Market fore at men

S ^ s snfoer 29 # 1925

rom the 
ria s m it t in g  copy

o f the minutes! of the greeting, o f the ©omaitte# h eld  in  Washington 
on September 2 2 n d > 5  3 3  3 .^  /, ^

g o v e r n o r  C ris s in g e r  
Mr* P la tt

k  ^ r .  James 
l / i r .  Ctaningham 

^  Mr. Me lilt  osh )

Please re tu rn  to S e c re ta ry 's  O ffice*
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i* F E D E R A L  R E S E R V E  B A N K
M

Vy-
t O F  N E W  Y O R K

CONFIDENTIAL September 25, 1925

W. B. Matteson 
S ecretary, Open Market 
Investment Committee

Mr. W alter L . Eddy,
S ecretary, Federal Reserve Board,

Washington, D. C. ^ ^ „„ I

l r -l
My dear Mr. Eddy:

I  am en clo sin g  copy o f th e m inutes\of the meet

in g  o f the Open Market Investment Committee h eld  in  the 

o f f ic e s  o f the Federal Reserve Board, Washington,

September 22, 1925. *

yours,

Eh c l .

M y

)JWbo
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V- i\ ft ©port o f th e  Chairman 4o th e  Open Marttet Investment Committee

Septemb

Washington, D* C#

C red it Conditions

Since th e  la s t  meeting o f th e  committee on June. 24, business has con

tin u ed  in  la rg e  volume, w ith  a tendency in  recent weeks toward s t i l l  g rea te r  

a c t iv i t y .  Business continues fre e , however, fjrea speculative tendencies and the■ ...-.-.. - ♦ - t -.

p ric e  le v e l is  only s liig h tly  h igher than i t  was a t th e  end o f June* Speculation 

in stocks and in  r eal e s ta te  has in creased.

The e ffe c t  o f these changes on th e  c re d it  s itu a tio n  has been to  in *  

crease th e  borrowings o f JBSofoer banks a t  th e  Federal Reserve Banks and to  

t ig h te n  money ra te s  by l / 4  to  l / 2  o f I  per cent* The p r in c ip a l changes in  

c re d it a re  shorn in. th e  accompanying ta b le *  The fig u re s  a re  eho*n fo r  

September 9 rather.,than fo r  a la t e r  date because th e  f ig u re s  since th a t  tim e  

have been d is to rte d  by changes incident to  Treasury financing*

has been th a t th e  e n tire  increase in  borrowings at th e  Federal Reserve Banks 

has been by banks in  p r in c ip a l c i t ie s ,  W&ereae-the banks outside o f  these c i t ie s  

have reduced t h e i r  borrowings* Most o f  th e  recent increase in  s tre e t loans on

p rin c ip a l ..c itie s * .. ..

The,.net re s u lt  o f th e ^ c re d it changes sinee th e  end o f June has been to

t  era  by n e a rly  200 m illio n  d o lla rs , -  considerably more than I 

crease ta k in g  p lace in  New York C ity . T h is  re s u lt  is  ve ry  s im ila r  to  what would 

have taken p lace i f  th e  Reserve Banks had sold 200 m ill io n  d o lla rs  o f  Government 

s e c u ritie s  in  th e  open marked w h ile  c re d it  conditions remained otherw ise m *  

changed* Member banks in  p r in c ip a l c i t ie s  a re  s u b s ta n tia lly  in  debt a t th e

One fe a tu re  o f in te re s t  in  th e  banking changes since th e  end o f June

th e  New Y$rk Stock Exchange to  a new high appears to  have come, from outside o f

increase th e  indebtedness a t th e  Reserve banks o f member banks in  p r in c ip a l cen
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&  Reserve bank8 and are under th e  in fluence o f th e  discount ra te . In  o ther ■words, 

th e  s itu a tio n  is  such th a t  i t  w i l l  be more la rg e ly  in fluenced  by th e  p o s itio n  o f  

th e  discount ra te  than by open market tran sactio n s*

September 15 tran sactio ns

A review o f th e  changes l ik e ly  to  occur in th e  banking s itu a tio n  in  

connection w ith  Government operations on and a f te r  September 15 appeared to  in~  

d ica te  th a t  sales from th e  special investment account would not be necessary to  

insure a reasonable degree o f s t a b i l i t y ,  beeause i t  was supposed th a t  member 

banks in  p r in c ip a l c i t ie s  were s u ff ic ie n t ly  in debt a t th e  Reserve Banks to  

u t i l i s e  any excess funds in  paying o f f  indebtedness at th e  Reserve Banks, Such 

repayment a c tu a lly  d id  ta k e  place and th e  System’ s statement fo r  September 16 

showed a reduction o f discounts and advances o f 150 m ill io n , as compared w ith  th e  

preceding week. Repayment was not made, however, w ith  s u ff ic ie n t ra p id ity  to  

absorb a l l  surplus funds, p a r t ic u la r ly  amounts he ld  by non-borrowing banks, 

and money was quoted as low as 3 l / 2  per cent fo r  p a rts  o f th re e  days. In  order 

to  avoid even such temporary ease in  money, which was m is in terp re ted  by many, 

i t  may seem des irab le  in  th e  fu tu re  e ith e r  to  make sales to  th e  market o r e lse  

to  e n lis t  th e  cooperation o f some o f th e  la rg e  banks in  ad justing  th e  money posi

t io n  more ra p id ly  a t these periods.

Future Program

Aa in d ica te d  e a r l ie r ,  th e  p r in c ip a l question o f Federal Reserve p o lic y  

appears a t present to  be re la te d  to  discount ra te s  ra th e r than to  open market 

operations. Recent changes in  money ra te s  ra is e  th e  question as to  whether 

present discount ra te s  are now a f a i r  p ric e  fo r  money.

A second problem has to  do w ith  th e  preparation fo r  th e  movement o f  

funds over th e  end o f  th e  year. Last year very e ffe c t iv e  use was made o f  th e  

specia l investment account by s e llin g  s e c u ritie s  in  January to  o ffs e t th e  re tu rn  

o f funds to  p r in c ip a l centers, which is  usual a t th a t tim e o f  ye ar. The present 

p o r t fo lio  is  too small to  use e f fe c t iv e ly  fo r  th is  purpose w ithout im pairing i t s

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



Reproduced from the Unclassified /  Declassified Holdings of the National Archives

d e c l a ssifie d
Authority E .6.1235k

/

usefulness fo r  any la t e r  emergency# I t  would seem wise fo r  th e  committee to  be 

prepared to  increase th e  p o r t fo lio  somewhat when and i f  i t  can be done without 

disturbance. The usual Christmas demand fo r  funds may furn ish  such an opportunity. 

Experience over th e  f if te e n th  o f th e  month and on previous occasions would in d i

cate th a t semi-automatic changes in  borrowings by member banks cannot be r e l ie d  

upon com pletely to  make adjustment fo r  any la rg e  o r rap id  movement o f funds. ®

C red it Changes Since June 24. 1925 

(D o lla r  fig u re s  in  m illio n s )

June 24 Sept. 9 Change

Money .H ates  
B i l ls  day) 3 1 /4 3 1 /2 ♦ 1 /4
Commercial paper ( 4 - 6  mos.) 3 3 / 4 - 4 4 1 /4 ♦ 1 /2c/l*s (3  mos.) 2*87 3.01 ♦ .14

(6  mos.) 2.98 3.26 ♦ #28

Earning Assets Federal Reserve Banks $ $
Discoiint s and Advances 455 639 ♦184
B i l ls  Owned 215 192 . “ 23
B i l ls  Sales Contract 26 22 | -  4 /
U. S* S ecu rities  Owned 317 319 ♦ 2
U. S. S e c u ritie s  Sales Contract 7 8

T o ta l Earning Assets 1,034 1*190 ♦156

Loans and Investments Weekly Reporting  
lltUfar'"Banks 

Commercial Loans 8,171 8,379 ♦ 208
Loans on Stocks and Bonds 5,034 5,063 ♦ 29
investments 5*505 5.457 -  48

T o ta l Loans and Investments i b ,  n o 18,899 ♦189

Borrowings a t Federal Reserve Banks 
By weekly rep o rtin g  member banks in :  
New York C ity 73 195 ♦122
Chicago 5 4 -  1
Other p r in c ip a l c i t ie s 176 242 ♦ 66

T o ta l p r in c ip a l e i t i e * 254 441 H 8 7

By n on -repo rtin g  banks outside  
p r in c ip a l c i t ie s 200 197 -  3
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September 1 9 , 19£S*

m s a i.m  m m & M R m n ’m

To tne lienbers o f the
wjsb u \K fra  tiirK>m:)2Ni c a a im B s .

i?or the f i r s t  tl& e since la s t  Haroh th ere  has bean an increase in  

the b i l l s  boug ht fo r  fo re ig n  banks, the to ta l  on hand now being 4^4,000,000  

as compared w ith  £>31,000,000 when the la s t  rep o rt was wade to the Open 

Uarfcet Carol t  tee  on August 1 .  Uhis increase has been due e n t ir e ly  to an 

Increase in  the p o r t fo l io  o f  the Swiss R a tio n a l Bank, * b i le  the holdings o f  

the o th er fo re ig n  banks hsere remained uaohanged*

iUKwmpanying tfrla  increase in  b i l l s  there  has been a  b ig  drop In  

the amount o f  jrold esataaxked fo r  fo re ig n  banks from $18,000,000 to  $3 ,000,000  

a t  present*

With respect to  loans on gold h e ld  abroad, there has been a  decrease 

o f |& 9000,000 in  the loans nado to the Bankomi in  Prague trtiich brings the 

to ta l  advances to  th a t in s t i tu t io n  down to  $ 7 ,50 0 ,0 0 0 , i h i l e  the c re d it  to  

the Bank Polsfcl has been need to  th e  exten t o f  §300,000*

<2he usual oaeiparatiire statem ent is  attached hereto*

fe x y  t r u ly  yours.

Eno*

J *  H , GASH, 
Deputy Governor.
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September 19* i?25<

Close of Business 
On Hand 7/31/25

Purchased

Matured or dis
counted

On Hand 9/19/25

Bank of Japao

♦2,515,933-93

1,290,968.91

REPORT TO OPEN MARKET INVESTMENT QplMTTTO 
BANKERS ACCEPTANCES 

De Nederlandsehe De Javasche Swiss National 
B*P*______  -------

*13,370,847.71

10,367,790.82

♦6,052,059.27

3,088,877.30

Bank 

♦9,922,022.42

8,392,066.55

Bank of Bank of 
Franco

♦

1,289,453.46 10, 303, 170.62 3,010,063.77 5,724,010.31 

2,517,449.33 13,435,467.91 6,130,872.80 12,590,078.66

♦

Bank

> 0

0

0

0

Totals

♦31,860,863.33

23,139,703.58

20,326,693.16

34,673,868.75

EARMARKED OOLD 
De Jayasche Bank 
Bank of the Republic, Bogota, 
Swiss National Bank, Berne,

♦ 814,260.00 
1,000,000.00 
1.265.637.55 

*3,079,8»7.55

To Amount
Bankovni urad Ministerstva 

Financi, Prague, ♦4,500,000.00
ditto 3,000,000.00

Bank Polski 300.000.00
♦7, 800, 000.00

r O R X L M  HANS Oil Q Q LD  

Ra*e

3 V#
4 1 / #
4 l / 2 %

Maturity Date 

October 14, 1925 )

/
Collateral 

J&fiu&t________Bfl&JB.

October 14, 1925 ) ,§n  109, 147.28 Natl. Bank of Belgium 
November 30, 1925 )
November 25, 1925 «»♦»♦ 1,9*6,625.40 Bank of RigLand 

♦13,055,772.68

HUSK BALA!ICES Agt.Sstii
Bk. of Nederlandsehe Javasche Swiss N.B. of Bk. of Bk. o f for Rep<
Japan Bank _____ Bank N.Bank Bankovni Beltdum England Trance P a y m t s ,___________

Close 7/31/25 ♦501, 331.72 ♦249,914.70 ♦250, 661.47 ♦37 , 012.06 ♦100, 230.41 ♦ 583.14 ♦ 0 ♦65.80 ♦84, 197.60 ♦495, 224.09 ♦1,127,288,
Close 9/19/25 500,718.56 251,240.77 250,201.10 100,512.11 100,159.68 583.14 0 65.80 492,171.64 495,224.09 162,465.49 2,353,3*2.38

Bk. of
Republic Bank 
of Uol. Pol ski Totals 

i.TO 12,846,509.69

TOTAL COMMISSIONS EARNED Agt .  Gen.
FVom 8/1/25 to 9/19/25 inclusive. Bk. of f - r

De Nederlandsehe Bk. Bank of Japan Javasche Bank Bk. o f Franoe 8wiss.N.B. England Bk«Polski Paymts.
Bankers Acceptances t f , 913.08 ♦719.12 ♦1,749.89 ♦ 0 ♦4,568.91 ♦ 0 ♦ 0 ♦ 0 ♦12,951.00

Totals

JTOBAL RESHIVE BANK 07 HEJ TORK.

r >c
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REPORT OF SECRETARY TO THE PPM

MEETING AT WASHINGTON, SEPTEMBER 22. 1925

CHANGES IN HOLDINGS

T ran sactio n s in the System Special Investment Account since the la s t  

meeting o f the Open Market Investment Committee h eld  in  New York, June 24, 1925, 

have re su lte d  in  a reduction in  the amount o f s e c u r it ie s  h eld  In t h is  account 

from |221,000,000 to the present ho ld in gs o f $210,000,000. Of the s e c u r it ie s

T h ird  L ib e rty  Loan bonds) were purchased by th e Treasury fo r account o f the  

A lien Property Custodian and the Cumulative Sinking Fund. These sales were made 

with the approval of a l l  members o f the committee and were p a r t ia l ly  replaced  

by the purchase of 4 3/4$ Treasury notes maturing March 15, 1926.

b i l l s  when p o ssib le  to  the Federal Reserve Banks o f M inneapolis, Kansas C ity,  

D allas and Atlanta so as to enable them to maintain as n e a rly  as may be t h e ir  

needed proportion of open market investment s. T h is  has been done and in ad d itio n  

the fo llo w in g  sp e cia l sa le s have been made:

(3 ) The re d is trib u tio n  to a l l  other p a rt ic ip a t in g
banks o f  Government s e c u r it ie s  from the h o ld 
in g s of the Federal Reserve Bank of St* L o u is  
amounting to 10,000,000

CHANGES IN BILL RATES 

Following the in crea se  in dealers* ra te s  on bankers acceptances during  

the la t t e r  part of August, Federal re se rve  banks increased  t h e ir  buying ra te s  fo r

sold $4/000,000 o f September 15, 1925 c e r t if ic a t e s  were purchased by the Bank 

of England and■ $22,100,000 o f Government s e c u r it ie s  (the greater part being

SPECIAL ALLOTMENTS.

The Committee at i t s  la s t  meeting voted to make s p e c ia l allotm ents of

(1 ) To the Federal Reserve Bank o f A tlanta from the 
New York bank’ s p o rtfo lio  o f b i l l s $3,150,000

(2 ) To the Federal Reserve Banks o f M inneapolis and 
B a lia s  b i l l s  from the p o rtfo lio  of the Federal 
Reserve Bank o f St. Louis, t o t a lin g 6,463,000
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prime b i l l s  l / 8 % to  3 l/S% for  30, 3 l/4%  fo r 60 and 3 3/8% fo r 90 day m a tu ritie s  

and made a fu rth e r change in ra te s  on September 21 to  3 l/4%  fo r  1 to 45 day 

b i l l 9  and 3 3/8^ fo r 46 to 90 day m a tu ritie s. The System holdings of b i l l s ,

■which on June 24 amounted to $215,000,000 and which were reduced by August 26 

to $182,000,000, have sin ce increased s lig h t ly  and now amount to about 

^200,000,000. T o tal System purchases during t h is  period aggregated £310,000,000 

and m a tu ritie s  $292,000,000.

SEPTEMBER 15 TREASURY OPERATIONS 

The firm ness o f c a l l  money ra te s and heavy borrowings o f New York C ity  

banks from the Federal Reserve Bank o f New York over the September 15 q u a rte rly  

tax period did not appear to ju s t if y  the sale  (under temporary repurchase agree

ments) o f any s e c u r it ie s  from the S pecial Investment Account,

ESTIMATE OF EARNINGS. ETC.

The attached exh ib it A, "Estim ate of Probable Earnings and Require

ments, Federal Reserve System,* fo r th e year 1925 in d ic a te s  that the System as  

a whole w i l l  earn in excess o f t h e ir  t o t a l requirements fo r expenses, and d i v i 

dends fo r the year and w i l l  have a su b sta n tia l sum (estim ated at $2,800,000 on 

the b a s is  o f average earnings fo r the f i r s t  eight months) to apply against the  

estimated ch a rg e -o ffs o f $5,826,123. Expenses and dividends, th e re fo re , appear 

to be s a fe ly  covered and i t  seems apparent that the earning a sse ts in  excess of 

the amount required to cover expenses and dividends should be d is trib u te d  as 

n e a rly  as p o ssib le  in proportion to th e estimated ch a rg e -o ffs o f the several 

banks.

RECOMMENDATIONS

I t  i s  recommended that beginning October 1, 1925, the Committee 

authorize a d is trib u t io n  o f a d d itio n a l earning a sse ts acquired on the b a s is  of 

m aintaining each bank’ s earning asset fig u re  at a point which w i l l  assure the

covering o f -

1st -  Expenses and dividends fo r the bank
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2nd -  Such proportion o f i t s  estimated ch arg e -o ffs as the  
excess of earning a sse ts  fo r  the System bears to  
the amount req uired  "to f u l ly  cover estimated 
c h a rg e -o ffs.

T h is w i l l  n e ce ssita te  taking in to  consideration changes in the earning a sse ts  

of each bank at frequent in te rv a ls ,  and any changes in  these a sse ts w il l  c o r

respondingly a ffe c t  the ra tio  fo r  the d is tr ib u t io n  of b i l l  purchases as used 

from week to  week.

Other e x h ib its  B to  D attached r e f le c t  the present status o f the  

System Special Investment Account, and the changes in  holdings o f earning 

assets of a l l  banks.
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EXHIBIT "A”

ESTIMATE OF PROBABLE EARNINGS AND REQUIREMENTS, 
FEDERAL RESERVE SYSTEM FOR THE YEAR 1925

Tabulation showing course o f to t a l earning assets fo r the year 1925:

Average (D a ily )
Earning Assets 

( I n  M illio n s )

January - - - - - - - - - - -  1,070
February - - - - - - - - - -  1,050
March - - - - - - - - - - - -  1,076
A p r il  - - - - - - - - - - - -  1,056
May - - - - - - - - - - - - -  1,050
June -  -  -  -  -  ----  -  -  -  -  -  1,058
J u ly  - - - - - - - - - ---- ------------ 1,061
August - - - - - - - - - - -  1,092

Average f i r s t  8 months - - - - - - - - - -  -  ^ -  1,064

A ctual average fo r the f i r s t
17 days in  September -  -  -  - -  - -  - -  -  •*«*<»* 1,150

Gross earnings o f System for 4 months' period
Sept, 1 to Dec, 31, 1925 based on average earning
assets o f $1,150,000,000 and on average earning rate
o f 3 1/2% - ------------------------------------------------------------------ --- 13,410,000

Estimated re s u lt s  fo r year 1925 on above b a s is :

Actual net earnings f i r s t  8 months - - - - - -  §2,535,319

Estimated gross earnings la s t  4 months $13,410,000  
Less estimated expenses and dividends

la s t  4 months -  - -  - -  - -  - -  - -  , 12j1Q 0,121

Estimated Excess o f Earnings over Expenses
and Dividends la s t  4 months - - - - - - - - -  1,309,879

Estimated Total Net Earnings fo r the year
a fte r  Expenses and Dividends - - - - - - - -  $3,845,198

Estimated ch arg e-o ffs as submitted by the
banks ---------------------------------- - - - - - - - - -  $5,826,123

NOTE; An in crea se  in  the average earning assets o f approximately $85,000,000
for the f u l l  four months* period would, at 3 l/2/£, produce approxim ately  
$1,000,000 a d d itio n a l earnings#
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EXHIBIT "B”

STATEMENT SHOWING PARTICIPATION BY FEDERAL RESERVE BANKS IN SYSTEM 
SPECIAL INVESTMENT ACCOUNT AT CLOSE OF BUSINESS SEPTEMBER 21, 1925 
__________ ANP CLASSIFICATION OF ISSUES HELD IN THE ACCOUNT__________

Holdings
Holding

Ratio

Boston $ 1,985,000 0 .%

New York 51,427,000 2 4 .5 /

P h ila d e lp h ia 1,565,000 0*8/

Cleveland 11,651,500 5 .5 /

Richmond 4,102,500 2*0/

A tlanta 12,097,000 5«8/

Chicago 22,010,500 10.5%

St. Louis 18,872,500 9,0%

M inneapolis 9,020,000 4 .3 /

Kansas C ity 20,844,000 9.9%

D allas 22,143,500 1 0 .5 /

San Francisco 3±^281fc5p.Q, 16.3^

$210,000,000 100/

Dec. 15, 1925 4 3/8t  T/N § 38,160,100

March 15, X926 4 3 /4 /  T/N 75,266,700

Sept* 15, 1926 4 1 /4 /  T/N 40,401,000

March 15, 1927 4 3 /4 /  T/N 23,875,900

Dec* 1% 1927 4 1 / 2 /  T/N 32,296,300

$210,000,000
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COMPARISON Of TOTAL SARI'S ING A53ET2 OF ALL. FEDERAL RESERVE

January 7

Boston

1107,95*

New York

$275,015

P h ila 
d elp h ia

#73,130
14 98,627 311,445 70,904
21 87,001 231,102 69,381
28 91,339 269,259 70,980

February 4 85,444 316,952 76,055
11 94,035 342,200 76,638
18 91,125 324,713 76,345
25 91,199 416,409 76,961

March 4 89,429 367,550 82,071
11 91,730 384,709 87,649
18 87,773 328,492 96,489
25 90,123 296,354 92,108

A p r il 1 103,329 284,298 93,964
8 96,988 327,087 83,675

15 89,604 279,563 83.125
22 91,256 274,002 ‘ 86., 954
29 84,772 241,744 8 § ,l8 l

May 6 75.963 334,009 83,570
13 69,938 277,313 83,280
20 69,759 217,869 82,767
27 76,237 241,731 84,402

June 3 81. 1*6 240,138 78,745
10 70.850 26l , 59o 76,915
17 6 7 ,T50 ^10,220 79,064
24 72,759 217,101 76,379

Ju ly I 86,721 267,163 81,472
8 83,054 236,293 73,479

15 80,390 237,229 80,362
22 66,462 223,410 74,934
29 67,004 204,111 83,201

August 5 80,571 276,634 77,l6 o
12 82,730 266,423 80,656
19 67,508 238,181 87,056
26 72,431 276,926 84,882

September 2 67,961 279.403 86,794
9 66,963 336,006 86,758

16 67.272 266,205 89,392

(OOO Omitted)

Cleveland Richmond A tlan ta Chicago

$143,735 #35,929 <£29,239 *143,909
123,874 31,551 26,488 136,642
114,189 29,192 22,776 129,865
117,771 31,030 23,253 129,753
120,200 29,957 20,333 128,719
116,575 28,476 19,260 128,790
123,971 36,237 21,067 122,364
120,304 37.548 21,218 124,466
121,329 42,707 31,189 131,685
125,294 44,466 29,501 121,914
118,832 50.350 33,151 116,049
108,577 50,919 32,890 141,088
117,918 56,502 37,344 154.229
106,992 55,058 33.823 144,124
120,918 56,671 36,812 130,244
108,136 57,663 37,650 145,778
110,036 63,780 38,845 150,035
107,360 59,798 34,681 138,835

98,984 62,445 38,751 126,292
83,142 62,342 46,708 126,931

101,217 63,931 45,745 128,652
98,845 66,596 49,945 125,749
97,209 62,998 51,125 126,198
98,451 68,221 56,854 126,526

105,117 64,128 57,566 126,550
100,296 70,618 57,639 144,629

94,922 66,176 53,735 127,888
99,852 62,439 52,996 126,633
96,908 65,845 54,885 116,784

102,501 62,255 51,064 131,340
101,322 59,523 56,578 120,650
120,956 58,772 56,443 107,072
105,225 61,592 62,689 133,456
103,293 62.655 64,203 126,400
104,672 65,678 63,482 117,394
116,026 62,601 56,644 123,194
119,277 65,307 55,140 114,512

13 WEEKLY FROiw JANUARY 7. 1925 TO SEPTEMBER 16. 1925 EXHIBIT "C"

toinne- Kansas
St. Louis ao o lis C itv

^44,076 ^29,176 453,350
41,436 30,003 50,886
40,624 26,013 46.254
38,677 25,613 43,579
38,842 24,845 42,862
38,323 24,266 42,482
41,078 25,609 43,520
38,136 25,574 41,727
34,296 28,654 42,076
31,195 30,581 43,490
36,620 30,023 43,462
32,432 31,209 44,963
37,004 30,509 45,865
34,025 30,105 45,077
36,584 32,403 45,357
36,275 40,520 45,379
35,925 41,727 46,684
36,035 39,760 45,538
42,359 36,897 53,280
57,022 35,235 60,000
68,333 34,057 60,808
73,358 42,013 58,866
65,689 43,076 55,878
56,063 40,552 53,546
61,354 39,644 53,895
62,704 17,507 53,020
60,713 36,792 52,619
61,341 37,142 54,594
62,954 42,239 54,754
64,925 42,479 54,441
68,857 44,479 55,058
65.381 43,314 55,659
74,237 48,138 56,198
74,557 44,214 55,703
68,737 43,808 59.593
65,063 47,493 58,257
72,445 50,077 57.587

San
D a lla s F ran cisco T o tal

*53,200 ^121,256 #1,109,965
50,121 107,744 1,079,721
45,568 103 s 491 945,456
43,496 103,832 988,582
42,659 105,490 1,032,258
41,318 107,245 1 , 059,608
39,191 101,161 1,046,381
35,912 100,243 1,129,697
33,979 96,229 1,101,194
32,469 91,062 1,114,060
30,022 85,584 1,056,847
33,108 86,928 1,040,699
32,409 93,170 1,086,539
30,848 88,814 1,076,616
31,212 90,851 1,039,344
31,179 98,065 1,052,857
31.241 94,782 1,027,752
31,533 89,600 1,076,682
35,574 88,472 1,012,585
42,231 91,554 985,560
46,649 102,614 1,054,376
47,354 101,346 1 . 064,151
47,932 105,218 1,064,684
47,662 102,487 1,007,196
48,613 111,364 1,034,470
47,623 97,648 1,127,040
50,841 106,241 1,042,753
50,347 99,970 1,043,295
51,140 104,386 1,014,701
48,503 109,518 1,021,342
48,480 112,341 1 , 101,653
48,107 105,210 1,090,773
49,359 107,263 1,090,902
50,159 110,870 1,126,293
48,692 119,875 1,126,089
50,456 120,808 1 , 190,269
49,184 112,673 1,119,071
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EXHIBIT rtD"

B i l l s  Discounted
N •*

Ntt Change

STATEMENT SHOWING EARNING ASSET HOLDINGS OF ALL FEDERAL RESERVE BANKS SEPTEMBER 16, 1925 AS COMPARED 'fl TH PREVIOUS WEEK, ALSO WEEKLY AVERAGE OF 
EARNING ASSETS FROM JANUARY 1 TO SEPTEMBER 16, 1925 AS COMPARED WITH CORRESPONDING PERIOD 1924 AND ENTIRE YEAR 1924____________

Boston New York P h ila d e lp h ia  Cleveland

Sept. 9 $25,102
" 16 21,475

$254,334
110,361

2,628- 143,973-

|  47,293 
48,551

1,258+

$ 67,273  
69,451

2,178+

(000 Omitted)

Ri chmond A tla n ta  chi cago

51,656
54,323

♦30,*^
28,885

$51,930
43,579

2,667+ 1,30 8 - 8 ,351-

S t. L ou is M inneapolis Kansas C ity  D a lla s  San Fran cisco

$ 30,756  
39 , 563

8,807+

I  8,305  
7,882

423-

|  7,945 
7,203

742-

$9,848
8,495

1 ,3 5 3 -

$ 54,556 
48,172

6,384—

Total

$ 639,192 
487,940

1 5 1 ,252-

B i l l s  Purchased

Net Change

Sept, 9
" 16

36,057
38,981

22,146
11,960

2,924+ 10,186-

18,576 
19 ,961

1,385+

1 7 ,3C2 
18,077

775+

5,003
5,142

139+

11,742
12,088

27,203
28,912

346+ 1,709+

3,094
?,374

720-

22,963 
? 2 ,670

707+

17,342
18,698

1,356+

10,779
11,251

472+

21,926
20,848

1 , 088-

214,143
211,962

2,181-

Go vernment S e c u rit ie s
•* m

Sept 9 
" 16

Net Change

5,248
6,261

57,501
141,859

1,013+ 84,258+

17,872
17,863

9-

30,648
30,946

298+

5,544
;,*44

100-

14,402
13,860

43,026
40,986

542- 2,040-

30,868
30,163

705-

15,978
16,278

2,300+

32,670
31,286

1,38 4 -

29,566
29,175

391-

43,791 
43,128

663—

327,114
409,249

82,3 35+

Totnl Naming Assets
N N N

Net Change

-  Sept. 9 
"  16

66,963
67,272

336,006
266,205

309+ 69,801-

86,758
89,392

2,634+

116,026
119,277

3,251+

62,601
65,307

56,644
55,140

123,194
114,512

2,706+ 1 ,50 4 - 8,682-

65,063  
72,445

7,382+

47,493
50,077

2,584+

58,257
57,587

670-

50,456
49,184

1,272-

120,808
112,673

8 ,135-

1,190,269
1,119,071

71,198-

Weekly Average of Earning Assets

January 1 to September 16, 1925 
Corresponding period 1924

Net Change

82,300
58,5*9

281,050 
201,?^6

23,751+ 79,774+

81,672 110,384 54,377 42,206 129,604 51,289
71,020 89,164 54,560 4 7,ICO 117,163 38,811

10,652+ 21,220+ 183- 4,894- 12 ,441+ 12,478+

36,101
37,097

996-

50,711
47,756

2,955+

42,659
51,411

8 ,752-

102,038
84,289

17,749+

1,064,391
898,196

166,195+

January 1 to Sept. 16, 1925 
E n tire  Year 1924

Net Change

82,300
66,191

281,050
238,230

16,109+ 42,820+

31,672 110,384 54,377 42,206 129,604 51,289 36,101 50,711 42,659 102,038
70,767 97,230 49,719 43,005 123,699 40,453 36,501 48,917 50,154 89,113

10,905+ 13,154+ 4,658+ 799- 5,905+ 10,836+ 400- 1 , 794+ 7,495“ 12,925+

1 , 064,391
953,979

110,41?+

SUMMARY FOR SYSTEM

B i l l s  discounted fo r  week $ 151,252-
B i l l s  purchased f o r  week 2 ,181-
Go vemment s e c u r it ie s  fo r  week 82,135+
Total earning assets f o r  week 7 1 ,198-
Weekly average of earning asset holdings Jon. 1 to

Sept. 16/25 against corresponding period 1924 166,195+
Weekly average of earning asset holdings Jan. 1 to

Sept. 16/25 against e n tire  year 1924 110,412+
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/ m  N o . 151.

Of% e
i „

rY'espo*. eT ".e
the Fe

FEDERAL RESERVE 
BOARD e 26. 1925,

At the meeting of the Board this morning, there was ordered 
circulated the attached letter dated June 23th (fvcm the Secretary 
of the Open haricot Investment Committee transmitting copy of the 
minutesj of the Committee held in Hew York on June 24tliT

i^OTernor Crissinger r"~
V̂ Kr. Platt 

\/Yt» Jfamlin-
f '’killer

Jame s

Cunningham 
I clntosh
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V,
\j

Fe d e r a l  R e s e r v e  Ba n k  

o f  N e w  Y o r k

4 - ^

CONFIDENTIAL June 25, 1985

Mr. W aiter L . Eddy,
Secretary, Federal Reserve Board, 

Washington, D. G.

Dear Mr. Eddy: - V ~Z S '  J'MJi 3 3 5 . - > 1
* Jf- A .

I  am en clo sin g  copy o f  the m inuted o f  the meet

in g o f the Open Market Investment Committee held at the 

Federal Reserve Bank o f  New York on June 24, 1925, a lso  

a re v ise d  copy o f  the report o f the Chairman which was 

submitted at the meeting.

*ry t r u ly  yours,

W. B. Matt ©son 
Secretary, Open Market 
Investment Committee

E n d s . (2 )

Ca J/p u J I
iw-fv f
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REPORT OF THE CHAIRMAN 
TO THE OPEN MARKET INVESTMENT COMMITTEE 

MEETING AT NEW YORK, JUNE 24, 1925

Following the la s t  meeting o f the Open Market Investment Committee,

$79,149,500 o f  the government s e c u r it ie s  held  in  the System S p e cia l Account 

were re d istrib u te d  to reduce the p a rt ic ip a t io n s  o f fiv e  baftks and in crease  

the p a rt ic ip a t io n s  o f six* S p e cia l allotm ents were made o f $10,000,000 o f  

bankers acceptances to M inneapolis and $4,000,000 to Kansas C it y  in  l ie u  of 

governments which they were unable to take because o f shortness o f c o lla t e r a l  

fo r note is s u e . Allotments o f $5,000,000 each o f bankers acceptances were 

also made from the New York p o rt fo lio  to Kansas C ity , A tlanta, and D allas*  

P a rt ly  as a re s u lt  o f these changes estimated earnings o f a l l  o f the banks, 

except M inneapolis, for the f i r s t  h a lf  year have been s l ig h t ly  in  excess o f  

t h e ir  estim ated expenses and dividends, but not s u f f ic ie n t  to cover charge- 

o ffs*  The attached e x h ib its  A to E show the e ffe c t  on earnings o f recent 

re d is t r ib u t io n  o f System investm ents, statu s o f  s e c u r it ie s  held in  sp e c ia l  

account* changes in  earning a sse ts, etc*.

averaged about $130,000,000 more than la s t  year, w h ile  present in d ic a tio n s  

are that expenses w i l l  be somewhat le s s .  In  view o f the usual in crea se  

in  earning assets in  the f a l l  o f  the year, i t  appears reasonably sure that 

the earning p o sitio n  a f the System t h is  year w i l l  be b ette r than la s t  year*

I t  may be noted that thus fa r earning asse ts o f the System have

q u arterly. Tax Day Operations 

With the heavy redemption o f about $400,000,000 o f maturing issu e s  

and a consequent prospect o f ve ry  easy money co n d itio n s, the follow ing sa le s
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under repurchase agreement o f s e c u r it ie s  from the S p ecial Investment Account 

were made on June 13 and 15s

June 13 to New York banks -  -  -  $47,000,000  
" 15 M Chicago b a n k s -------  4,000,000

The sale  in  New York on June 13 caused a d e f ic it  in the reserves o f  

New York C it y  ba&ks fo r two days, Saturday and Sunday, which was e ffe c tiv e  

in  o ffs e t t in g  la rg e  g ain s to the market re su lt in g  from redemptions on Monday* 

By Wednesday the c o lle c t io n  o f income taxes and w ire  tra n s fe rs  to other d is 

t r i c t s  had withdrawn s u f f ic ie n t  funds from the market to bring bank reserves  

p r a c t ic a l ly  down to the required minimum# By the end o f the week the s e c u ri

t ie s  sold had a l l  been repurchased® The net re s u lt  o f ta x  p erio d  operations  

was remarkably steady in te re s t  ra te s, the c a l l  ra te  remaining at 3 3/4 per  

cent throughout the e n tire  p e rio d .

Present C re d it S itu a tio n  

Our best inform ation in d ic a te s  that fo r se v e ra l months business 

a c t iv it y  has tended to recede from the high p oint readied e a r ly  in  the year* 

Business men do not g e n e ra lly  regard the present s itu a t io n  as w holly s a t is f a c 

to ry , although the cu rren t rate o f a c t iv it y  is  probably above normal and 

g re a te r than la s t  year. From the point o f view o f business, i t  seems d e s ir 

able that money should continue to be e a s ily  a v a ila b le  at moderate rates*

J~Recent a c t iv it y  in  the s e c u rity  markets has brought p r ic e s  to the 

|i highest p o in t o f a l l  tim e, and the amount o f funds employed in  the market i s

j 1 la r g e r  than ever b efore. The volume o f new is s u e s , both foreign and domestic*
/ (

j so fa r t h is  year, has been in  excess o f the u n u su ally  la rg e  volume fo r the 

corresponding p erio d  o f la s t  year* While higher money ra te s would perhaps 

have some re s tra in in g  in flu e n ce  upon the s e c u rity  markets the e f f e c t  on b usi

ness would probably not be favorable«"J

d e c l a s s if ie d

Authority E .6 . IBSfe
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In the lig h t  o f these conditions no extended program o f e ith e r pu r

chases o r sale s in  the Special Investment Account seems d e s ira b le . The 

member banks in p r in c ip a l c it ie s  are already s u b s ta n tia lly  in  debt at the 

Reserve Banks and the pressure o f t h is  indebtedness i s  s u f f ic ie n t  to m aintain  

unusual s t a b il it y  in open market money rates at about present le v e ls .  There 

have been no excess funds in  the market and the c a l l  rate has co n siste n tly  

remained above the Federal Reserve discount rate* At the same time business 

funds are re a d ily  a v a ila b le  at moderate ra te s . T h is is  a h e a lth y situ a tio n  and 

should be m aintained.

I t  i s  customary fo r the aarning assets o f the Reserve Banks to reach 

t h e ir  low point in  midsummer -  u s u a lly  August -  when the demand for funds i s  

at a minimum* To avoid in s t a b i l i t y  o f rates during the summer the committee 

shoiild be prepared,, i f  necessary, to make sa le s from the s p e c ia l account. I t  

i s  also  recommended that replacement o f the 16 1/2  m illio n  d o lla rs  o f tre a su ry  

notes, matured on June 15 and not yet replaced, be deferred u n t i l  la t e r .

In  the f a l l  o f the year there w i l l  norm ally be a considerable increase  

in  the demand fo r funds and an increase in  acceptance holdings and the amounts 

borrowed by member banks. At that time i t  w i l l  probably be p o ssib le , i f  in 

d ica tio n s suggest the need to b u ild  up the S p ecial Investment Account to a some

what h ig h er fig u re . The d e s ir a b ilit y  o f doing so would appear to depend la rg e 

l y  upon the developments in  business and finance before that tim e.

There is  a s t i l l  fu rth er fa cto r in  the s itu a t io n  which should be con

sidered in  formulating open market p o lic y ,  and that i s  the p o ssib le  use of the 

B r it is h  c r e d it .  The employment o f t h is  c re d it  would have the same e ffe c t  as 

purchases of s e c u r it ie s  in  putting funds into the market. The Reserve Banks 

should be in  a p o s it io n , i f  the condition o f the money market made i t  d e s ir

able, to o ffse t the use of the c re d it  by the sa le  o f s e c u rit ie s *  The S p e cia l
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Investment Account should th erefo re as a long time p o lic y  be maintained in  an 

amount larg e enough to meet any such contingency*

P o ssib le  S p ecial Operations

In ad d itio n  to the re g u la r q u a rte rly  tax day p e rio d s, the committee 

might w e ll consider whether s p e c ia l operations in the account should be under

taken on the follow ing occasions?

J u ly  4 currency demand 
Autumn trad© requirements 
Christmas currency demand 
January ease in money

The J u ly  4 h o lid ay custom arily c a l ls  fo r from 100 to 200 m illio n  dol

la r s  o f currency and u s u a lly  leads to member bank borrowing o f about that amount 

for a few days* T h is is  a very  temporary need and complete liq u id a tio n  takes 

place w ith in  a few days* Hence i t  has l i t t l e  e ffe c t  on the general c re d it  situa** 

tio n  and i t  i s  believed no s p e c ia l operations should be c a rrie d  through to take 

care o f it*

By reason o f advance redemptions the government m aturity on September 15 

w i l l  amount to but $229,000,000. Since tax payments w i l l  be around $300,000,000 

the e ffe c t  of tax day operations in  the market w i l l  be q uite d iffe re n t  from the 

usual e ffe cts*  As tax cheques are co lle cte d  the market w i l l  probably be out 

o f funds and the committee may need to consider the purchase o f s e c u rit ie s  in  

order to prevent too rapid tigh tening in  the money market, ju s t  at a period o f  

the year when the commercial demand for funds i s  expanding* Action cannot be 

determined d e f in it e ly  u n t il  we know the d e t a ils  o f tre a su ry  program at that 

time #

As suggested above the autumn trade demand together w ith the Christmas 

currency demand o ffe r  opportunity for in crea sin g  somewhat the p o rtfo lio  o f  the
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Special Investment Account, without easing the money market. The experience  

o f the past year in d ica te s the d e s ir a b il it y  o f having on hand a p o rtfo lio , from 

v/hich sale may be made in  January to prevent the ra p id  return flow, of funds from 

causing too great ease in  the money markets; and the committee may need to con

s id e r purchasing s e c u r it ie s  fo r t h is  purpose during the autumn trade expansion 

and currency demand in  October, November, and December*

Allotments

I t  is  proposed that the committee continue to a l lo t  System open market 

purchases o f B i l l s  on the b asis o f requirements* As a b asis f o r  computations 

a l l  banks are being requested to furnish fig u res as o f June 30, 19 25, showing 

(1 )  a ctu al net earnings fo r the f i r s t  s ix  months o f t h is  year; (2 ) estimated 

gross earnings for the second h a lf  o f the year; (3 )  estimated expenses, in clu d 

ing dividends, fo r the second h a lf  o f the year; and (4 ) for the inform ation o f  

the committee, estimated charge o ffs  ( in  d e t a il)  for the e n tire  year* These 

fig u res (e x c lu s iv e  o f charge o ffs )  w i l l  be used as a b a sis  for making allotm ents 

during the month o f J u ly  and w i l l  be revised  monthly*
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EXHIBIT

STATEMENT SHOWING PARTICIPATION BY FEDERAL RESERVE BANKS IN SYSTEM 
SPECIAL INVESTMENT ACCOUNT AT CLOSE OF BUSINESS JUNE 17 , 1925.», 

AND CLASSIFICATION OF ISSUES HELD IN THE ACCOUNT..’-----------

Holdings
Holding

Ratio

Boston $ 316,500 0*1#

New York 56,491,300 24*2$

P h ila d « lp h ia 406,000 0.2#

Cleveland 12,061,000 5.2#

Richmond 4,560,000 2.0#

A tlan ta 13,000,000 5.6#

Chicago 22,463,000 9 .£#

S t . Louis 32,091,000 13.7#

M inneapolis 9,136,500 3.9#

Kansas C ity 21,611,500 9.3#

D allas 24,057,000 10.3#

San Francisco 37.215.000 15 .9#

$233,408,300 100#

Holdings bv M a tu ritie s

S ep t. 15, 1925 2

ACO C / I $ 5, 274,

ooan

Dec • 1 5 , 1925 4 3/8# T/& 40,,160,,100

March 1926 4 3/4# T/N 61,,301,,000

Sept. 15, 1926 4 1/4# Tyto 40,,401 ,000

March 15, 1927 4 3/4# T/tJ 23,,875 ,900

D e c . 15, 1927 4 1/2# T/fo 32,,296 ,300

S e p t. 15, 1928 4 1/4# 3rd L /L 30 ,100 ,000

$233,408,800
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Boston

New York

P h ila d e lp h ia

Cleveland

Richmond

A tla n ta

Chicago

St* Louis

M inneapolis

Kansas C ity

D a lla s

Son Fran cisco  

T otals

STATEMENT SHOWING EFFECT ON EivRNING POSITION Of ALL FEDERAL HE SERVE bANKS Of KEDI SThlriUTION Of *79,149,500 
GOVEhNkENT SECURITIES AND SPECIAL *14,000,0^0 kLLOTU/JSNT Of B I l lS ; Al SO CHANGES IN EAhWlNtt 

____________________________ ASSET HOLDINGS toAY 27, 1925 AS COkPARED WITH JUNE 17, 1925_________________________

EXHlbIT "B"

xIn clu d e s s p e c ia l allotment $14,000,000 b i l l s :  
^10,000,000 to M inneapolis

4,000,000 to Kansas City*

TOTAL ESTIMATED

Before 
Adjustment 

(A p r il  1)

EARNINGS FOR 192?

ivfter
Hd justriient 
_{kay 231

Total 
Estimated 

Expenses and 
Dividends 1925 

Excluding  
Charee-of fs

Estimated 
Excess of 

Earnings 
A fter  

Ad justment

Holdings 
kay 27, 1925 

(Follpydne Ad iust&ient)
Holdings 

June 17. 1925
In crease o r

Decrease

$ 2,908,694 1* 2,449,040 * 1,912,300 « 536,740 * 76, 237,000 * 67, 550,000 4 8, 687, 000-

7,490,192 6,641,157 6,519,000 122,157 241,731,000 210,220,000 31, 511, 000-

2,482,309 2,301,738 2, 077,000 224,738 84,402,000 79,064,000 5,338,000-

3,071,300 2,743,652 2,647,000 96,652 101,217,000 98,451,000 2,766,000-

1,399,000 1,474,713 1,422,000 52,713 63,931,000 68,221,000 4,290,000^.

860,906 1,204,920 1,161,976 42,944 45, 745,000 56,854,000 11,109,0004.

4,223,498 3,930,230 3,567,134 363,096 128, 652,000 126,526,000 2,126,000-

831,610 1,518,154 1 , 465,000 53,154 68,333,000 56,063,000 12,270,000-

818,631 1,034,343 1,074,100 39,757 34 ,0 5 7 ,ono 40,552,000 6,495,000*

1,299,401 1,667,359 1,632,577 34,782 60,808,000 53,546,000 7,262,000-

848,633 1,182,057 1,138,400 43,657 46, 649,000 47,662,000 1 , 013, 000*

2.199.000 2. 581,119 2.489.000 92.319 _  102.614.000 102.487,000 127.000-

*28,433,174 x*28,728,682 *27,105,487 *1,623,195 41,054*376,000 *1,007,196,000 *47,180,000-

£ !
f  ■ i
$ SI
m n  

* - !
5  §
6  2tq, 

&
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mPARISCN 01 TOTAL 
P h ila -

FARMING ii53ETS~ OF ALL FEDERAL RESERVE BANKS WEEKLY FROk JANUARY ?. 1925, TO JU:';E 17, 19.2$.

Boston New York d e lc h ia
J anu ary 7 5107,950 ■1275,015 173,130

14 98,627 311,445 70,904
21 87,001 231,102 69,381
28 91,339 269,259 70,980

February 4 85,444 316,952 76,055
11 94,035 342,200 76,638
18 91,125 324,713 76,345
25 91,199 416,409 76,961

March 4 89,429 367,550 82,071
11 91,730 384,709 87,649
18 87,773 328,492 96,489
25 90,123 296,354 92,108

A p r il 1 103,329 284,298 93,964
8 96,988 327,087 83,675

15 89,604 279,563 89,125
22x 91,256 274,002 86,954
29 84,772 241,744 88,181

May 6 75,963 334,009 83,570
13 x 69,938 277,313 83,280
20x 69,759 217,869 82,767
27x 76,237 241,731 84, 402

June 3X 81,196 240,138 78,745
lOx 70,850 261,596 76,915
l? x 67,550 210,220 79,064

Cleveland
1143,735

123,874
114,189
117,771
120,200
116,575
123,971
120,304
121,329
125,294
118,832
108,577
117.918 
106,992
120.918 
108,136 
110,036 
107,360

96,984
93,142

101,217
98,845
97,209
98,451

Richmond
135,929

31,551
29,192
31,030
29,957 
28,476 
36,237 
37,548  
42,707 
44,466 
50,350 
50,919 
56,502 
55,058 
56,671 
57,663 
63,780 
59,798 
62,445 
62,342 
63,931 
66,596 
62,998 
68,221

(000 o n itte d ) kinne- Kansas San
A tlan ta Chicago S t.Lo u is aDolis Pi tv D a lla s i  ran cisco T o tal
$29,239 #143,909 144,076 529,176 ^53,350 #53,200 *121,256 * i , 109,965

26,488 136,642 41,436 30,003 50,886 50,121 107,744 1 , 079,721
22,776 129,865 40,624 26,013 46,254 45,568 103,491 945,456
23,253 129,753 38,677 25,613 43,579 43,496 103,832 988,582
20,233 128,719 38,842 24,845 42,862 42,659 105,490 1 , 032,258
19,260 128,790 38,323 24,266 42,482 41,318 107,245 1 , 059,608
21,067 122,364 41,078 25.609 43,520 39,191 101,161 1,046,381
21,218 124,466 38,136 25,574 41,727 35,912 100,243 1,129,697

31,189 131,685 34,296 28,654 42,076 33,979 96,229 1,101,194
29,501 121,914 31,195 30,581 43,490 32,469 91,062 1,114,060

33,151 116,049 36,620 30,023 43,462 30,022 85,584 1 , 056,847
32,890 141,088 32,432 31,209 44,963 33,108 86,928 1 ,040,699
37,344 154,229 37,004 30,509 45,865 32,409 93,170 1,086,539
33,823 144,124 34,025 30,105 45,077 30,848 88,814 1, 076,616
36,812 130,244 36,584 32,403 45,357 31,212 90,851 1,039,344
37,650 145,778 36,275 40,520 45,379 31,179 98,065 1, 052,857
38,845 150,035 35,925 41,727 46,684 31,241 94,782 1,027,752
34,681 138,835 36,035 39,760 45,538 31,533 39,600 1, 076,682
38,751 126,292 42,359 36,897 53,280 35,574 88,472 1,013,585
46,708 126,931 57,022 35,235 60,000 42,231 91,554 985,560

45,745 128,652 68,333 34,057 60,808 46,649 102,614 1,054,376

49,945 125,749 73,358 42,013 58,866 47,354 101,346 1,064,151
51,125 126,198 65,689 43,076 55,878 47,932 105,218 1 , 064,684
56,854 126,526 56,063 40,552 53,546 47,662 102,487 1 , 007,196

XCHANGES IN HOLDINGS DURING THESE WEEKS INCLUDE THE FOLLOWING SYSTEM REDISTRIBUTION OF $79,149,5°°
__________________GOVERNMENT SECURITIES AND SPECIAL ALLOTMENTS OF |>3.9.«OOP. OOP BILLS--------------------------

S ales in  red 
Purchases in  black

Apr. 22 B i l l s
5,051 8,671May 13 G0v»t 5,806 10,724 2,281 4,138 957 4,345

Sec*
8,67220 « 5,806 10,724 2,280 4,139 956 4,345 5,051

w 27 «» 5,629 10,398 2,212 4,012 927 4,213 898 a, 409
June 3 B i l l s

10 n 5,000 5,000
R 17 ft 10.000

$17,241 §46,846 $6,773 |12,289 #2,840 #17,903 |1 1 ,0 0 0 #25,752

10,000
4*000 balls 4,212
4.986
4.987 4,211 

835 4,083
10,000

5,000 5.000

10,000
4,829 32,000

4,829 28,000
4,682 23,149

10,000
5,000

10#000

420,000 #19,808 #17,506 #14,340 <£118,149

EXHIBIT ”C"
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EXHIBIT HD"

STATEMENT SHOWING EARTH NO ASSET HOLDINGS OF ALL FEDERAL RESERVE RANKS (1) JUNE 17, 1925 AS COMPARED WITH PREVIOUS VffiEK , (2) TOTAL EARNING ASSETS 
JUNE 17, 1925 AS COMPARED WI Hi JUNE 38, 1924, (3) WEEKLY AVERAGE OF TOTAL EARNING ASSETS FROM JANUARY 1 TO JUNE 17, 1925

_____________________ ____  ___________ AS COT̂ P A RED V/ITH CORRESPONDING PERIOD OF 19?4 AND ENTIRE YEAR 1924____________________________ _____________
' TOOO Omitted)

( l )  B ills  Discounted
m n

Net Change

Boston New York Philadelphia Cleveland Ri chTrond Atlanta. C.-icago S« .Louis Minneapolis Kansas City Dallas San Francisco Total

June 10 $31,506 $123,682 
17 27,625 118,257

3,881- 5,425-

$35,819
39,141

3,322+

$43 , 9 6 7 
49,709

5,742+

♦46,185 ♦19,834 
52,485 23,894

♦47,289 $17,944
56,586 16,023

6,300+ 4,060+ 9,297+ 1,921-

♦ 4,968 
5,046

78+

♦ 7,164 
7,428

264+

♦ 5.920 
6,482

562+

$32,856
39,288

6,432+

$ 417,134 
441,964

24,830+

B ills  Purchased

Net Change

-  June 10 
" 17

34,087 
34,685

64,881
30,858

598+ 34,023-

19,929
18,849 

1 ,080-

24,207
22,072

2,135-

9,933
9,903

13,833
18,654

30- 4,821+

34,537
29,841

4,696-

11,475
11,144

331-

20,221
19,718

503-

11,702
16,178

4,476+

8,416
13,063

4,647+

21,731
21,118

613-

274,952
246,083

28,869**

Government Securities -  June 10
m m h 2.7

Net Change

4,480 
4,463

70,198
58,270

17- 11,928-'

17,941
17,84£

93-

27,911
25,546

6,323
5,276

17,028
13,876

42,923
38,650

35,787
28,413

2,365- 1,047- 3,152- 4,273- 7,374-

17,541
15,4*2

2,099-

36,592
29,520

7,072-

33,228
27,749

5,479-

49,896
41,346

8,550-

359,848
306,399

53,449-

Total Earning Assets

Net Change

-  June 1C 
" 17

70,850
67,550

261,596
210,220

3,300- 51,376-

76,915
79,064 

2,149 +

97,209
98,451

1,242+

62,998
68, 221

51,125
56,854

5,223+ 5,729+

126,198
126,526

65,689 
56,063

328+ 9,626-

43,076
40,552

2,524-

55,078
53,546

2,332-

47,932
47,662

270-

105,218
102,487

2,731-

1,064,684
1,007,196

57,488-

(2) Comparison of Earning Asset Holdings 
June 17. 1925 with June 18, 1924 
June 17, 1925 67,550
June 18, 1924 49,413

Net Change

Net Change

Jan. 1 to June 17, 1925 
In tire  year 1924

Net Change

86,801
66,191

210,220
191,403

(8) Weekly Average of Earning Asset Holdings
Jan. 1 to June 17, 1925 56/&C1 293,907
Corresponding Period 1924 61,596 184,006

25,205+ 109,901+

293,907
238,230

79,064
59,963

18,137+ 18,817+ 19,101+

81,640
78,975

2,665+

8 1 , 6-10
70,767

98,451
76,714

20,610+ 55,677+ 10,873+

113,077
96,215

16, 862+

113,077
97,230

15,847+

68,221
56,049

56,854
36,876

126,526
115,217

49,349
58,896

49,349
49,719

34,106
54,586

132,452 
120 , 482

34,106
43,005

132,*52 
123,699

56,063
32,115

21,737+ 12,172+ 19,978+ 11,309+ 23,948+

43,100
41,953

9,547- 20,480- 11,970+ 1,147+

43,100
40,453

370- 8,899- 8,753+ 2,647+

40,552
40,189

363+

32,434.
35,052

2, 618-

32,434
36,501

4,067-

53,546
54,231

685-

48,122
48,793

48,122
48,917

47,662
42,732

4,930+

39,036
52,646

671- 13,610-

39 ,036 
50,154

795- 11,118-

102,487
81,003

21,484+

98,218
87,846

10,372+

98,218
89,113

9,105+

1,007,196
835,905

171,291+

1,052,242
921,046

131,196+

1,052,242
953,979

98,263+

r >c
&

I- S1
m n !'

IT! 
O >\

6 £
tr t*j; 

o

SU!JP»!ARY FOR SYSTEM

B ills  discounted for  week $24,830+
B ills  purchased fo r  week 28,869-
Go vernment securities fo r  week 53,449-
Totsl etming assets for week 57,488- 
Comparison of earning asset holdings June 17/25-June 18/24 171,291+
Weekly average earning asset holdings Jan. 1 to June 17/25

against' corresponding period 1924 131,196+
Weekly average earning asset holdings Jan. 1 to June 17/25

against entire year 1924 98,263+
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Bank

Richmond

A tlan ta

St* Louis

k in n e a p o lis

Kansas C ity  

D a llas

SUlVikARY 01* REPLIES RECEIVED FROto THE SEVEN PUkCHASING BAHK3 TO GOVERNOR STRONG’ S 
LETTER OP kAY 26 INQUIRING AS TO THEIR EARNING POSITION A?TER REDISTRIBUTION 01* SECURITIES AND Bli,LS

EXHIBIT "E"

Date o f
jfieply..-

L e tte r  
kay 27
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Telegram 
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Letter 
June 6

Amount o f rediscounts r e la t iv e ly  larg e  and earning assets from present in d ic a tio n s  w i l l  meet expenses and dividends and provide  
fo r re g u la r d ep reciatio n  charges.

Earnings not s u ff ic ie n t  to cover expenses and dividends fo r  year. Average d a ily  earning assets o f *48,600,000 required to meet 
expenses and dividends, and to care fo r estimated ch arg e-o ffs would re q u ire  *87,200,000. Present earning assets #£5,700,000*

Purchase o f *12,900,000 s e c u r it ie s  under adjustment p lan  has g re a tly  depleted excess working supply o f gold as c o lla t e r a l  to notes 
and reserve against d ep o sits. Woula l ik e  to acquire 5»OOO,0OO b i l l s  in  order to provide fu rth e r earnings and to use as c o lla t e r a l  
to notes, thereby re le a sin g  l ik e  amount o f  gold.

(5,000,000 b i l l s  has been furnished from New Y0rk p o rtfo lio * )

Earning p o s itio n  at present comfortable provided i t  can be m aintained. Earnings from la t e r  demands w i l l  probably provido fo r major 
p o rtio n  o f ch a rg e -o ffs. For balance (about 50%) o f ch arg e -o ffs, dividends and normal expenses p lu s reasonable in crea se, account 
moving in to  new b u ild in g , we s h a ll  re q u ire  about *500,000 ad d itio n a l earnings. (f ig u r e s  submitted by St. Louis are estimated 
earnings <$2,445,000, estimated expenses *2,925*000, which fig u re  in clu d e s ch a rg e -o fls  o f .*1,000,000.)

Running behind in  earnings and unable to see th at future rediscounts i n  t h is  d is t r i c t  w i l l  in crea se  income to any considerable extent. 
At present ra te s , should have *42,000,000 in vested  continuously but at present have only *34,000,000. Would l ik e  approximately 
^10,000,000 b i l l s  to replace e x tra  b i l l s  received  under adjustment plan now elim inated due to short m a tu ritie s.

(S p e c ia l allotment given *10,000,000 b i l l s  purchased New York marieet*)

Present earning power just about s u f f ic ie n t  to meet dividend and necessary overhead expense without any unusual allowance fo r depre
c ia t io n . In  order to m aintain t h is  p o sitio n  i t  w i l l  be necessary to be supplied w ith new paper to take care o f ru n o ffs.

Requested *5*000,000 b i l l s  to replace maturing assets. (These were furnished from New Y$rk p o r t f o lio .)

Net earnings sin ce  readjustment o f Government s e c u r it ie s  exceed current expense and dividend requirements by from #300 to <*500 d a ily  
and should absorb present operative d e f ic it  of #59.000 by clo se o f year# Have set aside *1,024,000 t h is  year as a reserve fo r  
lo s se s  on paper held from closed banks and b e lie v e  e n tire  amount w i l l  be absorbed by end of year. Therefore, appreciate Committee 
in c lu d in g  estimated charg e-o ffs in  c a lc u la tio n s  fix in g  future p a rt ic ip a t io n s . Under present co n d itio n s would be unable to accept 
su b sta n tia l in cre a se  government s e c u r it ie s ,  but would, o f course, be glad to re ce iv e  in creased  p a rt ic ip a t io n  in  b ills #

(*5,000,000 b i l l s  furnished from New York p o r t f o lio . )

San ira n c is c o  L e tte r Recent d is t r ib u t io n  o f earning assets i s  s a t is fa c t o ry  fo r present at le a s t,  th ere fo re , present p a rt ic ip a t io n  should n?t be disturbed  
June 15 u n le ss readjustment appears necessary la t e r  in  year.
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F o r m  N o .  131.

Office Corn&por *er *:e FEDERAL RESERVE 
BOARD

To U1 ftfenbers oJ^the/Board  
'V

ro G ii

V

ibject:

ie 2 3, 1925«

. }
? Z-Z.S

iit the meeting t h is  morning there was ordered c irc u la te d  
among the mergers of the aoard the attached, ren p rtto f the 
uhairmcn o f the Open Farlcet Investment Committee made at 
the meeting in  New York yesterday*

Governor U rissin g e r  
F r. P la tt  

Hamlin 
y  F r. T i l l e r

I /m James 
r .  Unmiindiam 

JJcIntosh
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Fe d e r a l  R e s e r v e  Ba n k

o f  N e w  Y o r k

June 23 , 1925,

BBPOBf 03f FOHBISS ACCOtTOS

$ o the Members of the
ORN I l iS O f  OTJSB'EUSHT 0CHUIT2H.

Since the la s t  rep o rt te th e  Commit tee as o f Uareh 31 , the t e ta l  

amount o f b i l ls  h e ld  f o r  fo re ig n  banks has decreased $13 ,900 ,000 , There 

has been a  decrease o f #2 ,000 ,000  in  th e  b i l l s  h e ld  f o r  the Basic P o le k i, 

w h ile  the holdings o f de Hederlandsche Basils: hare decreased $1 2 ,300 ,000 , and 

those of de Javasche Bank have gone up $400,000,

She re  has been a  decrease o f $1 ,000 ,000  in  the go ld  h e ld  fo r  

the Bank o f the Bepublio of G oloshia, and a decrease o f $4 ,300 ,000  in  the gold  

holdings o f the Swiss n a tio n a l Bank*

Ih e  only o th er in p o rt ant changes in  the acoounts have been, an 

increase o f  $2 ,388 ,000  in  the Treasury c e r t i f ic a te s  o f  indebtedness purchased 

fo r  the Jgent General f o r  Separation Payments, and an increase o f  about 

$800,000 in  the f re e  balance o f  the Bank P o ls k i. This l a t t e r  is  p a r t ia l ly  

o ffs e t  by a reduction  o f $457,000 in  the Baik o f Prance’ s fre e  balance,

She usual comparative statement is  attached here to ,

Very t r a ly  yo u rs ,

J, E, CiSE, 
Deputy Governor.

fine.
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ju n e  2 3 , 1925*

REPORT TO OPEN MARKET INVESTMENT COMMITTEE 

BANKERS ACCEPTANCES

bank o f Japan
c lo s e  o f  B u s in e s s
On Hand V 3 V 2 $  1 2 ,5 1 5 ,5 9 0 .7 9

De N ed erlan d sch e  De Ja v a sc h e  
Bank Bank

P u rch a se d

m atured o r d is 
counted

On Hand (/ 22/25

2 , 8 4 3 , 1 a . 49

2 ,8 4 3 ,0 2 3 .5 0

2, 515, 688.78

$ 3 1 ,9 3 1 ,5 0 0 .5 0

2 0 ,3 2 3 ,7 4 3 ,5 1

3 2 ,6 5 2 ,8 0 8 .8 7

1 9 ,6 0 2 ,4 3 5 .1 4

$ 5 ,5 6 2 ,5 2 6 .1 1

6 ,1 8 1 ,5 4 1 .2 7

5 ,7 8 0 ,5 3 1 .9 2

5 ,9 6 3 ,5 3 5 .4 6

S w iss N a t io n a l
Bank Bank o f E n glan d  Bank o f  F ran ce Bank P o ls k i to t a ls

$ 8 ,4 4 5 ,2 4 0 .8 8

6 ,0 5 6 ,3 1 7 .3 6

6 ,0 5 8 ,5 5 8 .4 2

8 ,4 4 2 ,9 9 9 .8 2

-0 -

-0 -

- 0 -

-0 -

$ - 0 -  V 2 ,0 0 0 ,5 7 1 .2 1  1 5 0 ,4 5 5 ,4 2 9 .4 9

- 0 -  - 0 -  3 5 ,4 0 4 ,7 2 3 .6 3

- 0 -  2 , 0 0 0 , 5 7 1 .a  4 9 ,3 3 5 ,4 9 3 .9 2

- 0 -  - 0 -  3 6 ,5 2 4 ,6 5 9 * 2 0

KARiiARKED GOLD
i>e Ja v a sch e  Bank
Bank o f th e  R e p u b lic ,  Bogota,
S w iss  N a t io n a l Bank, B ern e,

$ 8 1 4 ,2 6 0 .0 0  
1,000,000.00  
6,100,000.00  

$7 , 9 1 4 , 2 6 0 . 6 0 '

p . S . CERTIFICATES OF INDEBTEDNESS 
Agent G e n e ra l f o r  Reparation  

Paym ents, $2 , 7 3 8 , 0 0 0 . 0 0

ITT
KIEE BALANCES

B k . o f  
Ja p a n

n e d e rla n d s c h e  ja v a s c h e  S w iss  
Bank bank N a t l.B k . Bankovni

C lo s e  y 3 V  25 * 5 0 0 ,5 1 9 -5 4  * 2 4 9 ,2 0 8 .5 7  '# 2 5 0 ,7 1 2 .5 9  § 9 8 ,6 5 0 .4 2  * 1 0 1 ,1 5 2 .5 2  

0 1 0 8 . ^ 2 ^ 2 5  5 0 1 , 1 9 6 . 5 1  2 4 9 ,5 5 3 .4 0  2 4 9 ,5 0 2 .3 5  1 9 4 , 8 6 0 .7 1  1 0 0 ,5 0 0 .0 1

A gt.<ien. b k . o f  
N a t l.  B k . B k . o f B k . o f  f o r  * e p . K e p u b lic  bank  

o f  B elgium  iun g la nd J r a n c e  Payments o f ^olontoia  P o ls k i  t o t a ls
_y_ - o -  * 4 5 7 ,2 8 2 .4 8  # 5 7 ,2 4 7 .3 *  » f u !,8,6 l.9 '2  * 9 ,6 ^ 8 .0 3 * 2 , 2 3 6 , 7 2 3 .« .

* 5 8 3 .1 4  - 0 -  6 5 .8 0  9 5 ,4 2 5 .7 9  4 9 5 ,2 2 4 .0 9  808,292.42 2 ,6 9 5 ,2 0 4 .2 2

De w e d e rla n d -
sche bank Bank o f ja p a n

B a n k ers A ccep ta n ce s $ 1 1 ,1 1 8 .7 1  $ 1 ,5 3 0 .6 7
C e r t if ic a t e s  of

in d e b te d n e ss - 0 -  - 0 -

TOTAL oOMMISSIUNS EARNED 
j?rom 4 / 1 / 2 5  to  6/22/25 i n c l u s i v e .

Ja v a sch e  Bk. B k . o f * ra n ce  awisa N .B. Bk . o f  Jftigland B k . P o ls k i
$ 3 ,4 1 6 .1 9  $ - 0 -  $ 3 ,7 7 1 .2 9  $ - 0 -  s - 0-

A g t. *»en. f o r
ivep. Paym ta. t o t a ls
1 - 0 -  1 1 9 , 8 3 6 .8 6

-0 - —0— -0 - -0 - -0 - 1 , 7 8 5 . 5 1 ■ L L * li  
$ 2 1 ,6 2 2 .

SL
37
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REPORT OF THE CHAIRMAN 
TO THE OPEN MARKET INVESTMENT COMMITTEE -

MEETING AT NEW YORK, JUNE 24, 1925 JUN 2 0

Following the la s t  meeting o f the Open Market Investment Committee, 

$79,149,500 o f  the government s e c u r it ie s  held in  the System S p ecial Account 

were re d istrib u te d  to reduce the p a rt ic ip a t io n s  o f fiv e  banks and increase  

the p a rt ic ip a t io n s  o f six* S p ecial allotm ents were made o f $10,000,000 o f  

bankers acceptances to M inneapolis and $4,000,000 to Kansas C ity  in  l ie u  of 

governments which they were unable to take because o f shortness of c o lla t e r a l  

fo r note is s u e . Allotments o f $5,000,000 each o f "bankers acceptances were 

also made from the New York p o rtfo lio  to Kansas C ity , A tlanta, and D allas*  

P a rt ly  as a re s u lt  o f these changes estimated earnings of a l l  o f the banks, 

except M inneapolis, for the f i r s t  h a lf  year have been s l ig h t ly  in  excess of 

t h e ir  estim ated expenses and dividends, but not s u f f ic ie n t  to cover charge- 

o ffs*  The attached e x h ib its  A to E show the e ffe c t  on earnings o f recent 

re d is t r ib u tio n  o f System investments, status o f s e c u r it ie s  held in  sp e c ia l  

account, changes in  earning a sse ts, etc*

I t  may be noted that thus fa r earning a sse ts o f the System have 

averaged about $130,000,000 more than la s t  year, w hile present in d ic a tio n s  

are. that expenses w i l l  be somewhat le s s .  In view o f the usual in crease  

in  earning assets in  the f a l l  o f  the year, i t  appears reasonably sure that 

the earning p o sitio n  o f the System t h is  year w i l l  be b e tte r than la s t  year#

Q u arte rly  Tax Day Operations 

With the heavy redemption o f about $400,000,900 o f maturing issu e s  

and a consequent prospect o f v e ry  easy money co n d itio n s, the follow ing sale s
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under repurchase agreement o f s e c u r it ie s  from the S p ecia l Investment Account 

were made on June 13 and 1 5 i

June 13 to New York banks -  -  -  $47,000,000  
" 15 M Chicago b a n k s -------  4,000,000

The sale  in  New York on June 13 caused a d e f ic it  in  the reserves o f  

New York C it y  baJiks fo r two days, Saturday and Sunday, which was e ffe c tiv e  

in  o ffs e t t in g  larg e  g ain s to the market re s u lt in g  from redemptions on Monday* 

By Wednesday the c o lle c t io n  o f income taxes and w ire tra n s fe rs  to other d is 

t r i c t s  had withdrawn s u f f ic ie n t  funds from the market to bring bank reserves  

p r a c t ic a l ly  down to the required minimum# By the end o f the week the s e c u ri

t ie s  sold  had a l l  been repurchased* Hie net re s u lt  o f tax  p erio d  operations  

was remarkably steady in te re s t  ra te s, the c a l l  ra te  remaining at 3 3/4 p er  

cent throughout the e n tire  p e rio d .

Present C re d it S itu a tio n  

Our best inform ation in d ic a te s  that fo r se v e ra l months business  

a c t iv it y  has tended to recede from the high p o in t reached e a r ly  in  the year* 

Business men do not g e n e ra lly  regard the present s itu a tio n  as w holly s a t is f a c 

to ry , although the cu rren t rate o f a c t iv it y  is  probably above normal and 

g re a te r than la s t  year* From the point o f view o f business, i t  seems d e s ir 

able th at money should continue to be e a s ily  a v a ila b le  at moderate rates*

Recent a c t iv it y  in  the s e c u rity  markets has brotaght p r ic e s  to the 

highest p o in t o f a l l  tim e, and the amount of funds employed in  the market i s  

la rg e r  than ever b efore. The volume o f new iss u e s , both fo reign  and domestic, 

so fa r t h is  year, has been in  excess o f the u n u su ally  la rg e  volume for the 

corresponding period o f la s t  year* While high er money ra tes would perhaps 

have some re s tra in in g  in flu e n ce  upon the s e c u rity  markets the e ffe c t  on busi

ness would probably not be favorable*
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In the lig h t  o f these conditions 110 extended program o f e ith e r pur

chases or sale s in  the S pecial Investment Account seems d esirable* The 

member banks in  p r in c ip a l c it ie s  are already s u b s ta n tia lly  in  debt at the 

Reserve Banks and the pressure o f t h is  indebtedness i s  s u fjjxi^^H n s'in aT n taiia  

u?usua l s t a b ^  rates at about present le v e ls*  There

have been no excess funds in  the market and the c a l l  rate has co n siste n tly  

remained above the Federal Reserve discount ra te . At the same time business 

funds are re a d ily  a v a ila b le  at moderate rates* T h is is  a healifcy s itu a tio n  and 

should be m aintained.

I t  i s  customary fo r the aam ing assets o f the Reserve Banks to reach 

t h e ir  low point in midsummer -  u s u a lly  August » when the demand for funds i s  

at a minimum* To avoid in s t a b i l i t y  o f rates during the summer the committee 

should be prepared, i f  necessary, to make sa le s from the s p e c ia l account* I t  

i s  a lso  recommended that replacement o f the 16 1/2  m illio n  d o lla rs  o f  tre a su ry  

notes, matured on June 15 and not yet replaced, be deferred u n t i l  la te r*

In the f a l l  o f the year there w i l l  norm ally be a considerable increase  

in  the demand fo r funds and an increase in  acceptance holdings and the amounts 

borrowed by member banks* At that time i t  w i l l  probably be p o ssib le , i f  in-» 

d ica tio n s suggest the need to b u ild  up the S p ecial Investment Account to a some** 

whiat h ig h er figure* The d e s ir a b il it y  o f doing so would appear to depend la rg e 

l y  upon the developments in  business and finance before that time*

There is  a s t i l l  fu rth er fa cto r in  the s itu a tio n  which should be con

sidered in  form ulating open market p o lic y ,  and that i s  the p o ssib le  use of the 

B’r i t i s h  cre d it*  The employment o f t h is  c re d it  would have the same e ffe c t  as 

purchases of s e c u r it ie s  in  putting funds into the market* t*he Reserve Banks 

should be in  a p o s it io n , i f  the condition of the money market made i t  d e s ir

able, to o ffs e t  the use of the c re d it  by the sa le  o f s e c u r it ie s .  The S p ecia l
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Investment Account should th erefo re  as a long time p o lic y  be maintained in  an 

amount large enough to meet any such contingency#

P o ssib le  S p ecia l Operations

In ad d itio n  to the re g u la r q u a rte rly  tax day p e rio d s, the committee 

might w e ll consider whether s p e c ia l operations in  the account should be under

taken on the follow ing o ccasio n s:

J u ly  4 currency demand 
Autumn trade requirements 
Christmas currency demand 
January ease in  money

The J u ly  4 h o lid a y  custom arily c a l ls  fo r from 100 to 200 m illio n  dol

la r s  o f currency and u s u a lly  leads to member bank borrowing o f about th at amount 

for a few days* T h is i s  a ve ry  temporary need and complete liq u id a tio n  takes 

place w ith in  a few days* Hence i t  has l i t t l e  e ffe c t  on the general c re d it  s itu a 

tio n  and i t  i s  believed  no s p e c ia l operations should be c a rrie d  through to take 

care o f it*

By reason of advance redemptions the government m aturity on September 15 

w i l l  amount to but $229*000,000* Since tax payments w i l l  be around $300,000,000 

the e ffe c t  o f tax day operations in  the market w i l l  be q uite d iffe re n t  from the 

usual e ffe cts*  As tax cheques are c o lle c te d  the market w i l l  probably be out 

o f funds and the committee may need to co n sider the purchase of s e c u rit ie s  in  

order to prevent too rapid tig hten in g  in  the money market, ju s t  at a period o f  

the year when the commercial demand for funds i s  expanding* Action cannot be 

determined d e f in it e ly  u n t il  we know the d e t a ils  o f tre a su ry  program at that  

time *

As suggested above the autumn trade demand together w ith the Christmas 

currency demand o ffe r  opportunity for in crea sin g  somewhat the p o rtfo lio  o f the
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S p ecial Investment Account, without easing the money market# The experience  

o f  the past year in d ica te s the d e s ir a b il it y  of having on hand a p o rtfo lio  

from which sale  may be made in  January to prevent the rapid  return flow o f 

funds from causing too great ease in  the money markets; and the committee may 

need to consider purchasing s e c u rit ie s  fo r t h is  purpose during the autumn trade  

expansion and currency demand in  October* November, and December*

Allotments

I t  i s  proposed that the committee continue to a l lo t  System open market 

purchases o f  B i l l s  on the b a sis o f requirements, f i p»4 | fay "etirrent  oxponses and 

dividends* as fa r  ehaygooi-ig^ As a b a sis  for

computations a l l  banks are being requested to fu rn ish  fig u res as of June 30, 192^ 

showing (1 ) actual net earnings for the f i r s t  s ix  months o f t h is  year; (2 ) esti** 

mated gross earnings for the second h a lf  o f the year; (3 )  estimated expenses, in 

cluding dividends, for the second h a lf  o f the year; and ( 4) estimated chargeoffs  

( in  d e t a il)  for the e n tire  year. These fig u re s w i l l  be used as a b a sis  for  

making allotm ents during the month o f  J u ly  and w i l l  be revised  monthly*
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EXHIBIT MA,f

STATEMENT SHOWING PARTICIPATION BY FEDERAL RESERVE BANKS IN SYSTEM 
SPECIAL INVESTMENT ACCOUNT AT CLOSE OF BUSINESS JUNE , 1925.*, 

__________ AND CLASSIFICATION OF , ISSUES HELD IN THE ACCOljNT---------------

Holding
Ratio. H o ld in g  by

Boston $ 316,500 0.1% S ept. 15. 1925 2 3 /4 /i C / I $ 5,274 ,500

New York 56,491,300 24.2^ Dec* 15, 1925 4 3 /8 'i 1 / * 40 ,160,100

P h ilad e lp h ia 406,000 0.2% March 15, 1926 4 3 /4  i T/tJ 61 ,301,000

Cleveland 12,061,000 5 .*% . Se$t • 15 , 1926 4 1/4/Z 40 ,401,000

Richmond 4,560 ,000 Z.0% H&rch 15 , 1927 4 3 /4# T/^t 23,875,900

A tla n ta 13,000,000 5 .6 # Dee. 15, 1927, 4 1 /2 i T/fo 32,296,300

Chicago 22,463,000 9 . ^ S ept. 15 , 1928 4 1/4/J 3rd L /L 30,100,000

S t .  Louis 32,091,000 13.7j£.

M inneapolis 9 ,136 ,500 3 .9 $

K ansas C ity 21,611,500 9 -3$ -

D allas 24,057,000 10 ,3 /i

San Franc&seo 37,215.000

4233,408,300 100% $233,408,800
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oTivTEkENT SHOWING EiiECT ON EARNING POSITION Of ALL fEDERAL RESERVE BM4KS Oif REDISTRIBUTION Oi #79,149,500 
GOVERNkENT SECURITIES AND SPECIAL .*14,000,000 ALLOTMENT OJ Bli^bS; ALSO CHANGES IN EARNING 

__________________________ ASSET HOLDINGS APRIL 1. 1925 AS COMPARED WITH JUNE 17. 1 9 2 5 _______________________

EXHIBIT

TOTAL ESTIMATED EARNINGS FOR 1925 
Before A fte r  

Adjustment Adjustment 
(A p r il  l )  (May 23)

Total
Estimated  

Expenses and 
Dividends 1925 

Excluding  
Charse-o f fs

Estimated  
Excess of 

Earnings  
A fte r  

Adjustment

Holdings 
on Which 

Estimated Earnings  
Were Based 
(A p r il  l )

Holdings 
June 17, 1925

Incre&se or 
Decrease

Boston 4 2,908,694 * 2,449,040 4 1,912,300 4 536,740 ♦ 103,327,000 4 67,550,000 *>35,777 >000-

New York 7,490.192 6.641,157 6,519,000 122,157 284,298,000 210,220,000 74,078,000-

P h ila d e lp h ia 2,482,309 2,301,738 2,077,000 224,738 93,964,000 79,064,000 14,900,000-*

Cleveland 3,071,300 2,743,652 2,647,000 96,652 117,918,000 98,451,000 19,467,000-

Richmond 1,399,000 1,474,713 1,422,000 52,713 56,502,000 68,221,000 11,719,000*

A tla n ta 860,906 1,204,920 1,161,976 42,944 37>344,000 56,854,000 19,510,000*

Chicago 4, 223,498 3,930,230 3,567,134 363,096 154,229,000 126,526,000 27,703,000-

S t. Louis 831,610 1,518.154 1,465,000 53,154 37,004,000 56,063,000 19,059, 000*

M inneapolis 818,631 1,034,343 1,074,100 39,757 30,509,000 40, 552,000 10,043,000+

Kansas C ity 1,299,401 1,667,359 1,632,577 34,782 45,865,000 53,546,000 7,681,000*

D a lla s 848,633 1,182,057 1,138,400 43,657 32,409,000 47,662,000 15, 253,000+

San F ran cisco 2.199.000 2.*81.319 .„._?.xi8ix000 _____2 2 * m 9 ^ 1 70 ,0 0 0 .... IQ 2 ̂ 4,8 2̂  000 1,000+

T otals #28,433,174 x $28,728,682 $27,105,487 #1 , 623,195 $1,086,539*000 *>1 ,007, 196,000 <*79,343,000-

xIn clu d e s s p e c ia l allotment $14,000,000 b i l l s :  
$10,000,000 to M inneapolis

4,000,000 to Kansas City*
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QMPARISON 01- TOTAL EARNING ASSETS OF ALL FEDERAL RESERVE BANKS WEEKLY FROk JANUARY ?, 1925. TO JUNE 17* '1925
P h ila  (000 ondtted) Minne Kansas San

Boston New York d elp h ia Cleveland Richmond A tlan ta Chicago St. Louis ap o lis C itv D a lla s £ ran cisco
J anu ary 7 £107*950 ^275,015 173,130 $143,735 135.929 #29,239 ^143,909 444,076 £29,176 453,350 453,200 $121,256 #1, 109,965

14 98,627 311,445 70,904 123,874 31,551 26,488 136,642 41,436 30,003 50,886 50,121 107,744 1,079,721
21 87,001 231,102 69,381 114,189 29,192 22,776 129,865 40,624 26,013 46,254 45,568 103,491 945,456
28 91,339 269,259 70,980 117,771 31,030 23,253 129,753 38,677 25,613 43,579 43,496 103,832 988,582

i  ebruary■ 4 85,444 316,952 76,055 120,200 29,957 20,233 128,719 38,842 24,845 42,862 42,659 105,490 1,032,258
11 94,035 342,200 76,638 116,575 28,476 19,260 128,790 38,323 24,266 42,482 41,318 107,245 1,059,608
18 91,125 324,713 76.345 123,971 36,237 21,067 122,364 41,078 25,609 43,520 39,191 101,161 1,046,381
25 91,199 416,409 76,961 120,304 37,548 21,218 124,466 38,136 25,574 41,727 35,912 100,243 1,129,697

March 4 89,429 367,550 82,071 121,329 42,707 31,189 131,685 34,296 28,654 42,076 33,979 96,229 1,101,194
11 91,730 384,709 87,649 125,294 44,466 29,501 121,914 31,195 30,581 43,490 32,469 91,062 1,114,060
18 87,773 328,492 96,489 118,832 50,350 33,151 116,049 36,620 30,023 43,462 30,022 85,584 1,056,847
25 90,123 296,354 92,108 108,577 50,919 32,890 141,088 32,432 31,209 44,963 33,108 86,928 1,040,699

A p r il 1 103,329 284,298 93,964 117,918 56,502 37,344 154,229 37,004 30,509 45,865 32,409 93,170 1,086,539
8 96,988 . 327,087 83,675 106,992 55,058 33,823 144,124 34,025 30,105 45,077 30,848 88,814 1, 076,616

15 89,604 279,563 89,125 120,918 56,671 36,812 130,244 36,584 32,403 45,357 31,212 90,851 1,039,344
22x 91,256 274,002 86,954 108,136 57,663 37,650 145,778 36,275 40,520 45,379 31,179 98,065 l,0 5 2 t 857
29 84,772 241,744 88,181 110,036 63,780 38,845 150,035 35,925 41,727 46,684 31,241 94,782 1,027,752

May 6 75,963 334,009 83,570 107,360 59,798 34,681 138,835 36,035 39,760 45,538 31,533 89,600 1*076,682
13 x 69,938 277,313 83,280 98,984 62,445 38,751 126,292 42,359 36,897 53,280 35,574 88,472 1,013,585
20x 69,759 217,869 82,767 95,142 62,342 46,708 126,931 57.022 35,235 60,000 42,231 91,554 985,560
2?x 76,237 241,731 84, 402 101,217 63,931 45,745 128,652 68,333 34,057 60,808 46,649 102,614 1,054,376

June 3* 81,196 240,138 78,745 98,845 66,596 49,945 125,749 73,358 42,013 58,866 47,354 101,346 1,064,151
lOx 70,850 261,596 76,915 97,209 62,998 51,125 126,198 65,689 43,076 55,878 47,932 105,218 1 , 064,684
17* 67,550 210,220 79,064 98,451 68,221 56,854 126,526 56,063 40,552 53,546 47,662 102,487 1,007,196

xCHANGES IN HOLDINGS DURING THESE WEEKS INCLUDE THE FOLLOWING SYSTEM1 REDISTRIBUTION OF $79,149,500
GOVERNMENT SECURITIES AND SPECIAL ALLOTMENTS OF £39',000.000 BILLS

S a le s  in  re d
Purchases in black

Apr. 22 B i l l s 10,000 10,000
May 13 Gov*t 5,806 10,724 2,281 4,138 957 4,345 5,051 8,671 4,000 balls 4,212 4,829 32,000

Sec, 4,986
" 20 a 5,806 10,724 2,280 4,139 956 4,345 5,051 8,672 4,987 4,211 4,829 28,000
* 2? if 5,629 10,398 2,212 4,012 927 4t 213 898 8,409 835 4,083 4,682 23,149

June 3 B i l l s 10,000 10,000
" 10 H 5,000 5,000 5,000
* 17 M 10,000 5,000 5,000 10#00G

#17,241 |46,846 #6,773 #12,289 $2,840 #17,903 #11,000 $25,752 *20,000 *>19,808 *17,506 $14,340 ^118,149

EXHIBIT "C"
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EX T "D"

STATEMENT SHOWING EARMINO ASSET HOLDINGS CF ALL F5D7RAL RESERVE BANKS (1 )  JUNE 17 , 1925 AS COMPARED WITH PREVIOUS WS2K , (2 )  TOTAL EARNING ASSETS 
JUi:E 17 , 192;  AS COLlTAF.Fr Win* JUTIF. 3 8 , 1924, (3 )  WEEKLY AVFRAGE OF TOTAL EARNING ASSETS FROLs JANUARY 1 TO JUKE 1 7 , 1925

AS CO’ T  aF.F_D TOTK CO?.R~:SPONHING P-TIQD _0F 19?-*■ AM) ENTIRE YEAR 1924______________________________________________
........ (̂o*CO~OmiTtedy

( l )  B ills  D iscou n ted
M M

Net Change

B oston  Now York P h :Ir r te lp h ia  C leveland  Ri chrrond A tla n ta  C:-icugo S . . I o u i s  M in n ea p o lis

June 30 $31,5C6 $123,682 
17 27,625

3,881-

118,25''

5,425-

•35,819 $43,967 $46,18;' $19,334
39,141 49 ,709 52,485 23,594

3,322+ 5,74-2+ 6,300+ 4,060 +

$47,269 $17,944 $ 4,968
56,586 16,023 5,046

9,297+ 1,921- 78+

$ 7,164 
7,428

264+

$ 5,920 
6,462

562+

San Francisco

$32,856
39,288

6,432+

Total

$ 417,134
441,964

24,830+

B i l l 0 Purchased -  June 10 34,087 64,881 19 ,929 24,207 9,933 13,833 34,537 11,475 20,221 11,702 8,416 21,731 274,952
« « » 17 34,685 30,858 16,649 22,072 9,903 18,654 29,841 11,144 19,718 16,178 13,063 21,118 246,083

Net Change 598+ 34,023- 1,080- 2,135- 30- 4,821+ 4,696- 331- 503- 4,476+ 4,647+ 613- 28,869-

Government Securities -  June 10 4,480 70,198 17,941 27,911 6,323 17,028 42,923 3 i » 7? !  33,228
m m " 1 7

Net Change

4^463 58,270 17,846 25,546 5,276 13,876 38,650 28,413 15.442 29 , 520 27 , 749 41,346 306,399

17- 11,928- ?3- 2,365- 1,04^- 3,152- 4,273- 7,374- 2,099- 7,072- 5,479- 8,550- 53,449-

Tot*l Earning A . « t .  -  Jun. 1C 70,850 261,596 76,915 97,209 62,998 51,125 126.198 65,669 *3,076 55,878 47,932 105,218
m m  m " 1 7  67,550 210,220 79,064 98,451 68,221 56,854 126,526 56,06^ 40,552 53,5*6 47,662 102,487 1,007,196

Net Change 3,300- 51,376- 2,149+ 1,242+ 5,223+ 5,729+ 328+ 9,626- 2,524- 2,332- 270- 2,731- 57,488-

(2)

(8)

Comparison of Earning Asset Holdire;s 
June 17. 1925 with June 16, 1924 
June 17, 1925 67,550
June 18, 1924 49,413

Net Change

Net Change

Jan. 1 to June 17, 1925 
In tire  year 1924

Net Change

86,601
66,191

210,220
191,403

Weekly Average of Earning Asset H olding
ian. 1 to June 17, 1925 86,801 293,907
Corresponding Period 1924 61,596 184,006

25,205+ 109,901+

293,907
238,230

79,064
59,963

18,137+ 18,817+ 19,101+

81,640
78,975

2,665+

81,6-iC
70,767

20,610+ 55,677+ 10,873+

98,451
76,714

113,077
96,215

16,862+

113,077
97,230

15,847+

68,221
56,049

56,654
36,876

126,526
115,217

49,349
58,896

49,34?
49,719

34,106
54,586

132,452 
120 , 462

34,106
43,005

370- 6,899-

132,̂ 52
123,699

56,063
32,115

21,737+ 12,172+ 19,978+ 11,309+ 23,948+

43,100
41,953

9,547- 20,460- 11,970+ 1,147+

43,100 
40 ,453

8,753+ 2,647+

40 , 552 
40,169

363+

32,434.
35,052

2,616-

32,434
36,501

4,067-

53,546
54,231

685-

48,122
48,793

48,122
48,917

47,662
42,732

4,930+

39,036
52,646

671- 13,610-

39 ,036 
50,154

795- 11,118-

102,487
81,003

21,484+

98,218
87,846

10,372+

98,218
89,113

9,105+

1,007,196
835,905

171,291+

1,052,242
921,046

131,196+

1,052,242
953,979

98,263+

>c
&o

gi
m n' 

>\
5  i
(r

SUMMARY FOR SYSTEM

B i l l s  d is co u n te d  f o r  week $24,830+
B i l l s  p u rch ased  f o r  week 28,869-
Government s e c u r i t i e s  f o r  week 53,449-
T o ta l earn in g  a sn ets  f o r  week 57,488-
Com parison o f  e a rn in g  a s se t  h o ld in g s  Jane 17/25-Juno 18/24 171,291+ 
W eekly  average  earning; a s s e t  h o ld in g s  Jan. 1 to  June 17/25

a g a in s t  co rre sp o n d in g  p e r io d  1924 131,196+ 
W eekly average ea rn in g  a s s e t  h o ld in g s  Ja n , 1 to  June 17/25

a g a in s t  e n t ir e  y e a r  1924 98,263+
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Bank

Richmond

A tlan t a

St* L ou is

k in n ea p o lis

Kansas C ity  

D allas

San ir a n c is c o

Date o f  
fteply,_.

L e tte r  
May 27

L ette r  
June 2

L e tte r
kay 28

L e tte r  
kay 28

SUtokARY 01 REPLIES RECEIVED FROh  THE SEVEN PURCHASING BANKS TO GOVERNOR STRONG* S 
LETTER 0? kAY 26 INQUIRING AS TO THEIR EARNING POSITION AfTER REDISTRIBUTION Oi SECUhlTIES AMD B l^ S

EXHIBIT "E"

Amount o f  re d isco u n ts  r e la t iv e ly  la rg e  and earn in g  assets  from p resen t in d ic a t io n s  w i l l  meet expenses and d iv id en d s  and p rov id e  
fo r  re g u la r  d e p r e c ia t io n  ch arges.

Earnings not s u f f ic ie n t  to  cover expenses and d iv id en d s f o r  y e a r . Average d a ily  earn ing a sse ts  o f  *>48,600,000 requ ired  t o  meet 
expenses and d iv id en d s , and to  care fo r  estim ated c h a r g e -o ffs  would req u ire  *8 7 ,2 0 0 ,0 0 0 . P resent earning a sse ts  ♦45,700,000*

Purchase o f  *12^900,000 s e c u r i t ie s  under adjustment p la n  has g r e a t ly  d ep leted  excess  working supply o f  g o ld  as c o l l a t e r a l  t o  n otes  
and rese rv e  against d e p o s it s .  Woulu l ik e  t o  a cq u ire  5 »0 0 0 ,0 0 0  b i l l s  in  ord er t o  p rov id e  fu r th e r  earn ings and t o  use as c o l la t e r a l  
t o  n o te s , thereby re le a s in g  l ik e  amount o f  g o ld .

( 5 , 0 0 0 ,0 0 0  b i l l s  has been furn ished  from New Y0 rk p o r t f o l i o * )

Earning p o s i t io n  at presen t com fortab le  prov id ed  i t  can be m aintained. Earnings from la t e r  demands w i l l  p rob a b ly  p rov id e  fo r  laajor 
p o r t io n  o f  c h a r g e -o f fs .  For balance (about 50%) o f  c h a r g e -o f fs ,  d iv iden ds and normal expenses p lu s reason able  in cre a se , account 
moving in t o  new b u ild in g , we s h a ll  re q u ire  about *500,000 a d d it io n a l earn in gs. ( f ig u r e s  subm itted by S t. L ou is  are estim ated 
earnings # 2 ,445 ,000 , estim ated  expenses *2 ,9 2 5 ,0 0 0 , which f ig u r e  in c lu d e s  c h a r g e -o f ls  o f  -*-1,000,000.)

Running behind in  earnings and unable to  see  th a t  fu tu re  red iscou n ts  in  t h is  d i s t r i c t  w i l l  in cr e a se  income to  any co n s id e ra b le  exten t. 
At present r a te s , should have *42 ,000 ,000  in v e s te d  con tin u ou sly  but at presen t have on ly  *3 4 ,0 00 ,0 00 . Would l ik e  approxim ately 
*1 0 ,0 0 0 ,0 0 0  b i l l s  to  re p la ce  e x tr a  b i l l s  r e c e iv e d  under adjustment p lan  now e lim in ated  due t o  short m a tu r it ie s .

(S p e c ia l  a llotm ent g iven  *10 ,000 ,000  b i l l s  purchased New York market*)

v t

L e tte r  
hay 29 

Telegram 
June 12

L ette r  
June 6

s e t t e r  
June 15

Present earn ing power ju st about s u f f i c i e n t  t o  meet d iv id en d  and n ecessary  overhead expense w ithout any unusual allow ance fo r  depre
c ia t io n .  In  ord er t o  m aintain  t h i s  p o s i t io n  i t  w i l l  be necessary  to  be su pplied  w ith  new paper t o  take care  o f  r u n o ffs .

Requested *5*000,000 b i l l s  to  re p la ce  m aturing a sse ts . (These were furn ished  from New Y0 rk p o r t f o l i o . )

Net earnings s in c e  readjustm ent o f  Government s e c u r i t ie s  exceed cu rren t expense and d iv id en d  requirem ents by from  *300 t o  *500 d a ily  
and should absorb present o p e ra t iv e  d e f i c i t  o f  #59,000 by c lo s e  o f  year* Have set a sid e  *1 ,024 ,000  t h i s  year as a rese rv e  fo r  
lo s s e s  on paper held from c lo s e d  banks and b e l ie v e  e n t ire  amount w i l l  be absorbed by end o f  y e s r . T h e re fo re , a p p rec ia te  Committee 
in c lu d in g  estim ated  c h a r g e -o ffs  in  c a lc u la t io n s  f ix in g  fu tu re  p a r t ic ip a t io n s -  Under present co n d it io n s  would be unable to  accept 
s u b s ta n t ia l in cr e a se  government s e c u r i t i e s ,  but would, o f  cou rse , be gl<ad to  r e c e iv e  in cre a se d  p a r t ic ip a t io n  in  b i l l s *

(* 5 ,0 0 0 ,0 0 0  b i l l s  fu rn ish ed  from New York p o r t f o l i o . )

Recent d is t r ib u t io n  o f  earning a sse ts  i s  s a t is fa c t o r y  fo r  presen t at l e a s t ,  t h e r e fo r e , p resen t p a r t ic ip a t io n  should not be d is tu rb ed  
u n less  readjustm ent appears n ecessary  la t e r  in  y ea r .
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Authority E.6.1235k

Deer Ur* Matteson*
I  acknowledge receipt o f andshall bring to 

the attention o f the members ofthfc Boardyour 
Utter of tf» Mb lMteafeA « W ^  
the minutes /o f the nee ting o f the Open Market 
Investment Ooeiaittee held » t  the Federal Reserve 
Bank o f Hew York on A p ril SO, 1925* end alao a 
!K»heduXe adopted at the meeting for the rediatri- 
butian of a portion o f the aoverwnent aeouritiea 
held in the Syste**a Special Investment Account.

Very truly youra,

Walter L. Eddy, 
Secretary.

Ur. V. I .  Matteson, Secretary,
Open iferfcet Inveatnent Cama&ttee, 

o/o Federal Baserve Bank,
Hew York, N.X.
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Fe d e r a l  R e s e r v e  Ba n k  

o f  N e w  Y o r k

May 6, 1925.

Dear Mr. Eddy: 

1 am
<j { a D / a- S' 33 3 .-A  '  J.5 O f -  y

jetf of the meeting of the

Open market Investment Committee held at the Federal Reserve 

Bank of New York on April 50, 1925,1 also a schedule of the plan 

adopted at the meeting for the redistribution of a portion of 

Government securities held in the System Special Investment Ac

count aggregating approximately $85,000,000.

rerv truly yours,

WT B. Matteson 
Secretary, Open Market 
Investment Committee

■. Walter L. Eddy,
Secretary, Federal Reserve Board, fj M/
Washington, D. C. I j  (j
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declassified

Authority E.6. U35fc

¥orm  No. 131.

Office
FEDERAL RESERVE 

BOARD
Da.

ix jrr* m s

Subject

Ple&te ciroulat® promptly »nd return to the Seeretary^e 
Qffiee tor filings

rQ orom or Griaainger 
•/Mr* PU tt  
/Mr* Haralln 
/Mr#
,/Mr* Cunningham 

Ŝtr. Miller

I ■ v
L e t t e r  from  M r. Mgitteson April 2 5 t h {sending r e v is e d  minutej... o f  m eeting  
o f A p r i l  6th  o f 6pen M arket in vestm e n t Commi-ttee. '  3 3 . -

- ■ A- -

•1̂
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Fe d e r a l  R e s e r v e  Ba n k

o f  N e w  Y o r k

April 25, 1925
Dear Mr. Eddy:

As stated in Sub-division I of the minutes^of 

tbe meeting of the Open Market Investment Committee held 

in I&shington April 6, a copy of which was sent you with 

my letter of April 22, 1925,/there was a change made in

the report as originally submitted by the Chairman of 

the Open Market Investment Committee to the Governors* 

Conference.

I  am accordingly enclosing for your f ile s  a
tfji#  h i  
t / i i  ii

■A

copy of this report/ its  final form* 

Ver^?truly yours,

K B. Matteson 
Secretary, Open Market 
Investment Committee

Mr. V. L. Iddy,
Secretary, Federal Reserve Board, 
Washington, D. C.

Encl.

fiJUL v / > v W

Ilf-*

0 -
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Authority E.6. U35&>

3 3  6 r  ~ i ^

April 27, 19m .

Daar IMftMMBI

Z eoknowled*© roooiprit o f  s&6 thsnk you 
fo r  sending t o  th o Bosrd [fo r  i t s  f i l e s  s  eopgr 
o f  tb s  "sa sn i's i' r e p o r t  o f  th e O h a in te  o f  the 
Open Jfcrket Inrrestwrnt Oomsdttee t o  th e recen t 
Governors* Conference*

fory truly yo\s-s,

fBigned) W alter L. Eddy

H slter 1»# 860y , 
S ecretory*

lft% W. B , M etteson, S ecre tory ,
. Open l* r k e t  Investm ent C oeadtkeo, 

o /o  Federal Reserve Bank,
Mew Y ork, H,Y.

y ^ '/ s r
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espoi. 3 :e
FEDERAL RESERVE 

BOARD

bers of the $oardL Subject:.

» -Eddy-

■ m
*? €'

Please circulate and return to the Secretary’ s Office
for filin g :

•^Governor Crissinger 
Vkr* Platt 

Mr# Hamlin 
»/Mr^ James

Cunningham 
jAMr. Miller 
✓ Col. McIntosh
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April 23, 1925.

Dear 1ft*. Mitteaons

1 edfcnoirledge reoeipt of and shall f i le  
with the Boards raoorda tike dopy o f the 
minutes o f tha seating o f tha Open ifcrkat

3 > -JL - '* Syaten held in tha FederejL Reserve Board room
^Xv^JvyawJbu «« Monday, °<W o f the

minutes aentdireot to Oovernor Criasinger 
was brought to tha attantion of tha other 
members o f  the Board at ita meeting thia 
morning.

Very truly youra,

(Signed) Walter b. Bddy
Walter L. Eddy, 

S ecretary .

Mr. W. B. Ifetteaon, Secretary,
Open Market Investment Coomittee, 

o /o  Federal Reaerve Bank,
New York, N.Y.
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Fe d e r a l  R e s e r v e  Ba n k  

o f  N e w  Y o r k

R E C E fV E  D

APR 2 3 1925
OFFICE OF 

THE GO.VEBJSTOR

April 22, 1925-

S i r ;

At the time of the Governors' Conference a meet

ing of the Open Market Investment Committee was held in the 

Federal Reserve Board room on Monday, April 6, 1925. I am
0

accordingly enclosing copy of the minutes
h

W. B. Matteson 
Secretary, Open Market 
Investment Committee

E n d .

Honorable D. R. Crissinger, 
Governor, Federal Reserve Board, 
Washin g to n , D. C.

a j j l ,  ŷ /■v f
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Fe d e r a l  R e s e r v e  Ba n k  

o f  N e w  Y o r k

%>ril 22, 1925.

Dear Mr. &ddy:

At the time of the Governors' Conference a. meet

ing of the Open Market Investment Committee was held in the 

Federal Reserve Board room on Monday, April 6, 19&5. I am

accordingly enclosing a copy of the minutes

Vi

m />4 ' LJU -4  
or this meeting. ■ £

W. B. Matteson 
Secretary, Open Market 
Investment Committee

End.

Mr. Walter I*. Eddy,
Secretary, Federal Reserve Board, 
Washington, D. C.
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Fe d e r a l  R e s e r v e  Ba n k  

o f  N e w  Y o r k

PERSONAL April 22, 1925.

S i r :

At the time of the Governors1 Gonference a meet

ing of the Open Market Investment Committee was held in the 

Federal Reserve Board room on Monday, April 6, 1925. I am 

accordingly enclosing copy of the minuteslof thiff ~

W. B. Matteson 
Secretary, Open Market 
Investment Committee

Encl.

Honorable D. R. Crissinger, 
Governor, Federal Reserve Board, 
Washington, D. C.
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Fe d e r a l  R e s e r v e  Ba n k  

o f  N e w  Y o r k

PERSONAL April 22, 1925.

S i r :

At the time of the Governors* Conference a meet

ing of the Open Market Investment Committee was held in the 

Federal Reserve Board room on Monday, April 6, 1925. I am 

accordingly enclosing copy of the minutes! of this

B. Matte son 
Secretary, Open Market 
Investment Committee

Enel,

Honorable D. R. Crissinger, 
Governor, Federal Reserve Board, 
Washington, D. C.
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2? 3_  O ,J,

REPORT? QT THE CHAIRMAN QF THE OPEN MARKET INVESTMENT COMMITTEE,

TQ THE GOVERNORS1 CONFERENCE. APRIL 1925 ^

I I ) Since the last joint conference in November the special investment 

account of the Federal Reserve System has been reduced from 500 million dollars 

to approximately 250 million# During a period of 3 l/2 months, from early December 

to the middle of March, 250 million of securities were sold in keeping with the 

purposes for which the account was firs t  established at the end of 1923#

The first reduction in the siie of the account was made in the early 

part of December# Sales at that time were in part directed to steadying the money 

market and in part to facilitating the Treasury offering of December 15, by making 

available to the market Government securities maturing in March which might be 

exchanged for the new 4 per cent issue. The net result of the operation over 

December 15 was to reduce the special account by 50 million.

Early in January it became apparent that the usual return f&ow of funds 

to New York, simultaneous with the return of currency from circulation, would 

create very easy money conditions unless funds were absorbed from the market. 

Further sales from the account were therefore made amounting to 150 million dol

lars and bringing the account to 300 million* Further sales of 50 million were 

made in February and March, with the same end in view. A ll but 31 million of the 

entire sale of 250 million were made in the New York market#

The immediate result of these sales* occurring as they did simultan

eously with gold exports, was to place New York City member banks in debt at the 

Fj^dfiZLal-Reserve Bank. As a consequence the call loan rate promptly took and main

tained a position above the discount rate and showed an average of about 3 l/2 

per cent, with irregular movements above and below that rate, and there was no 

period of undue ease as had been threatened# / Other money rates worked steadily 

upward during the period; from early December to the end of February commercial 

paper went from 3 l/Z per cent to 4, time money from 3 l/2 to 4 l/4, 90-day

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
declassified

Authority E.6. U35&>

MILLIONS  
OF DOLLARS

1924 1925 192.5' 1925 1925

Effect on tha New York Money MarVat ot Sale* from the Special Investment Account,
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bankers b ills  from 2 3/4 to 3 l/4. B ill rates were influenced by successive in

creases in Federal Reserve buying rates on b ills  from 2 3/4 to 3 l/8 per cent 

for 90-day b ills . On February 27 the Federal Reserve Bank of New York raised -r 

its discount rate from 3 to 3 l/2 per cent. The changes in the special invest

ment account, in New York City member bank borrowings, and in call loan renewal 

rates are shown on the attached chart,

^Following these various changes speculative activity on the stock !/, 

market became much less intense with periodic reactions, and finally after the / j 

middle of March price averages showed rapid reductions. It seems clear that 

to some extent the open market operations of the System had a deterrent effect 

on the continuation of heavy speculative activityT/

OPERATIONS AT TAX PERIODS 

In June of last year the committee inaugurated the policy of making 

temporary sales of securities from the special investment account to take up 

slack in the money market produced by the excess of government disbursements 

over receipts in the early days of the tax period. In December a review of 

money conditions indicated that such sales would not be necessary since the 

holiday demand for funds and prospective transfers out of the district might 

be expected to take up the slack in the money market, and this proved to be the 

case.

At the March tax period there was an exceptionally large government 

disbursement in New York and a large Treasury overdraft outstanding for about 

a week, A reduction in member bank indebtedness took up much of the resulting 

slack in fund9, but in addition temporary sales of 20 million from the special 

account were made in New York City and 4 million in Chicago. Slack funds 

were not entirely taken up by the liquidation of member bank borrowings or by
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these temporary sales, but the ease in money was not serious.

The experience in recent tax periods appears to indicate tne 

desirability of temporary sales to the market at any tax period when redemptions 

ere large and member banks are not borrowing heavily at the Reserve Banks# 

December tax periods may be an exception, when demands for Christmas currency 

offset the tendency towards easy money* The results of such operations in the 

future w ill probably be more completely successful as member banks understand 

the purposes better and as sales are arranged earlier*

APPQRTICNMENT OF PURCHASES

During the second half of 1924 purchases of Government securities 

and b ills  made by the open market investment committee were distributed to the 

different Reserve Banks on the basis of their estimated earning requirements* 

Purchases up to April 1, 1925 have been distributed on the basis of estimated ex* 

penses, including dividends but excluding charge-offs. In the light of new 

figures received as of April 1, 1925 from a ll twelve Federal Reserve Banks* it  

is now proposed to apportion purchases in accordance with the earning 

requirements of the several banks

INDEX OF EXHIBITS

(A) Statement Showing Participation in System Holdings of Govern
ment Securities at Close of Business March 31, 1925 and Classification by 
Maturities.

(B) Statement Showing System Purchases of Bankers Acceptances from 
October 29, 1924 to March 25, 1925, and Their Allotment to Participating Banks.

(C) Statement Showing Status of System Investment Account Close of 
Business March 31, 1925 and the Profit and Loss i f  Securities were Sold at 
Market Price*

(D) Statement Showing Earning Asset Holdings of All Reserve Banks 
March 25,' 1925 as Compared with Previous yfeek, Also Weekly Average from < ... 
January 1, 1925 to March 25, 1925 as Compared with Corresponding Period of 1924 
and Entire Year 1924,

(E) Statement Showing Ratios of Participation of Federal Reserve 
Banks in System Open Market Purchases Based on Figures Furnished as of March 31, 
1925.
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EXHIBIT "A"

STATEMENT SHOWING PARTICIPATION IN SYSTEM HOLDINGS OF GOVERNMENT SECURITIES AT 
CLOSE OF BUSINESS MARCH 31. 1925 AND THE CLASSIFICATION BY MATURITIES

PARTICIPATION BY FEDERAL RESERVE BANKS RECAPITULATION OF HOLDINGS BY MATURITIES

Boston $ 17,241,000 June 15, 1925 § 25,932,700

New York 91,267,000 Sept« 15, 1925 10,474,500

Philadelphia 6,773,000 Dec« 15, 1925 56,385,500

Cleveland 24,726,500 March 15, 1926 39,237,600

Ri chraond 1,763,000 Sept, 15, 1926 31,901,000

Atlanta 737,500 March 15, 1927 18,875,900

Chicago 34,387,000 Dec, 15, 1927 32,296,300

St. Louis 8,312,000 Third L. L . Bonds 30,100,000
Sept. 15, 1928

Minneapolis 9,825,000

Kansas City 12,043,000

Dallas 13,025,500

San Francisco 25.103,000

$245,203,500 $245,203,500
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EXHIBIT WBM

STATEMENT SHOWING SYSTEM PURCHASES OF BANKERS ACCEPTANCES 
FROM OCTOBER 29, 1924 TO MARCH 25, 1925 AND THEIR 

_______________ALLOTMENTS TO PARTICIPATING BANKS_______________

Eurchases A llotm ents

B oston £103,175,000 £105,109,000

New York 590 ,884 ,000 191 ,778 ,000

P h ila d e lp h ia 37,313,000 37,313 ,000

C leveland 16,650 ,000 86,085 ,000

Richmond 3 ,832 ,000 15,312 ,000

A tla n ta 11,483 ,000 26,313 ,000

Chicago 44 ,533 ,000 96,457 ,000

S t . Louis 0 48,574 ,000

M inneapolis 0 10,880 ,000

Kansas C ity 0 42 ,595 ,000

D allas 1 ,169 ,000 53,984 ,000

San F ran cisco 19 .893 .000 114,532 *000

T o ta ls  4828,932,000  ^828,932,000

Richmond did not p a r t ic ip a te  in  purchases during year 1924 
P h ila d e lp h ia  " " " » « » monthe of Dec. 1924 and

Jan. 1925.
M inneapolis M *• " " •» f rom O ct. 1924 to  Feb. 1925,
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EXHIBIT "C ”

STATEMENT SHOWING 
AND THE

STATUS OF SYSTEM 
PROFIT OR 1.033 IF

SPECIAL INVESTMENT ACCOUNT AT CLOSE OF BUSINESS 
SECURITIES WERE SOLD AT MARKET PRICES APRIL 1.

MARCH 31, 1925 
192*?

* ACTUAL MARKET PRICES I F  SOLD AT CURRENT MARKET PRICES
MATURITY RATE PAR VAiiUE BOOK COST A P RIL 1, 192«? PRO*IT LOSS •

Ju n e 15, 1925 4 \ / l %  T/N * 25,932,?0Q 100.252 100.250 518.65

S e p t. 15, 1925 2 3/4^ G / I 10,474,500 99*998 100.000 $ 288.46

D ec. 15, 1925 3 % C / I 918,500 100.000 100.000

Dec * 15, 1925 4 3/8?o T/N 55,467,000 100.682 100.875 107,051.31

March 15, 1926 4 3/4/o T/N 3 9 ,2 3 7 ,6 0 0 101,122 101.250 5 0 ,2 2 4 .1 3

S e p t. 15, 1926 4 l / 4fo T/N 31 , 901,000 100*983 101.031 15,312.48

M arch 15, 1927 4 3/4f0 T/N 18,875,900 101.629 102.000 70,029.59

Dec* 15, 1927 4 l/2 /o  T/N 32 , 296,300 101.941 101.968 8, 720.00

S e p t, 15, 1928 4 1/4# 3 rd  L/L 30, 100.000 101,488 101.468 6 . 020.00

%>245,2C3,500 #251,625.97 <>6,538.65

SYSTEM HOPPING3 CLQ3E OF BUSINESS ON FOLLOWING DATES

O ctober 29, 1924 5̂00,000,000 December 24, 1924 #449,035,000 F e b ru a ry  18, 1925 #290,000,000
November 5* 1924 500,000,000 »» 31, 1924 449,035,000 n

25, 1925 270,000,000
H 12, 1924 500, 000,000 Jan u ary 7, 1925 408,035,000 March 4, 1925 270,000,000
<* 19, 1924 500,000,000 n 14, 1925 388,125,500 H 11 , 1925 275,350,000
H 26, 1924 495,000,000 IT 21, 1925 335,375,500 « 18, 1925 244,803,500

December 3 , 1924 485,000,000 H 28, 1925 304, 275,500 H 25, 1925 245,203,500
It 10, 1924 412,600,000 F e b ru a ry 4, 1925 300,000,000 31, 1925 245,203,500
W 17, 1924 436,440,000 It

11, 1925 300, 000,000

* Book v a lu e  re p re s e n t s  average co st w ith  premium o r d is c o u n t  am ortized to  d a te .
T ra n s a c t io n s  in  S p e c ia l Investment Account from Oct* 29, 1924 to  March 3 1 , 1925 (d u r in g  w hich p e r io d  th e  account was reduced from #500. 000,000 to  

.$ 2 4 5 ,2 0 3 ,5°0) y ie ld e d  a not p r o f i t  o f # 4 4 2 ,74 1„0 3.
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EXHIBIT )r

STATEMENT SHOWING EASING ASSET HOLDINGS OF ALL FEDERAL. RESERVE BANKS MARCH 25, 1925 AS COMPARED WITH PREVIOUS WEEK 
ALSO YJEEKLY AVERAGE OF EARNING ASSETS FROM JANUARY 1 TO MARCH 25 AS COMPARED WITH CORRESPONDING

______________________________________________ PERIOD OF 1924 AND ENTIRE YEAR 1924______________________________________________
(OOC Omitted1) ' ............

Bills Discounted
« M

Net Change

-  March 18 
" 25

Boston New York Philadelphia Cleveland Richmond Atlanta Chicago St. Louis Minneapolis Kansas City D a llas San Francisco Total

$27,956 $103,164 $31,896 $49,027 $35,344 $16,811
27,883 136,821 41,108 37,007 34,372 15,396

73- 33,657+ 9 ,212+ 12 ,020-
$27,441 $14,350 $ 3,867 $ 4,419 $ 1,520 $23,689
43,598 9,324 4,092 4,287 1,551 21,7C2

972- 1,415- 16,157+ 4,526- 225+ 132- 31+ 1,987-

$339,484
377,641

38,157+

Bills Purchased
N N

Net Change

March 18
.. 25

39,724
41,092

1,368+

52,620
62,2C9

9,589+

23,659
24,279

620+

30,249
30,913

664+

11,368
12,834

12,294
13,302

31,840
43,282

1,466+ 1,008+ 11,442+

13,258
13,193

65-

8,8C3
9,343

540+

14,439
15,304

865+

10,618
11,050

432+

27,839
30,104

2,265+

276,711
306,905

30,194+

Government Securities -  March 18
N M M 25

Net Change

20,093
21,148

1,055+

169,653
94,269

75,384-

38,484
24,271

14,213-

38,348 
39,449

1 ,101+

3,029
3,104

75+

3,534
3,730

55,204
52,644

146+ 2,560-

8,487
8,890

403+

16,933
17,404

421+

23,642
24,410

768+

17,485
20,108

2,623+

33,258
34,324

1 ,066+

428,250
343,751

84,499-

Total Earning Assets
N N N

Net Change

-  March 18 
" 25

87,773
90,123

328,492
296,354

2,350+ 32,128-

96,439
92,108

4,301-

118,832
108,577

in tcc.

50,350
50,919

569+

33,151
32,890

116,049
141,088

36,620
32,432

261- 25,039+ 4,1.88-

30,023
31,209

43,462
44,963

1,186+ 1,501+

30,022
33,108

3,086+

85,584
86,928

1,344+

1,056,847
1,040,699

16,148-

Weeklv Average of Earning Asset Holdings

Jan. 1 to March 25, 1925 
Corresponding Period 1924

Net Change

95,024
68,420

324,538
199,174

26,604+ 125,364+

79,638
87,299

7,661-

122,976
97,345

25,631+

37,;65
56,338

26,122
61,029

131,401
118,436

38,664
44,612

18,773- 3 4,9C 7- 12,965+ 5,946-

27,84-8
30,943

3,095-

45,650
43,854

3,204-

41,206
60,329

19,123-

102,744
90,799

11,945*

1,073,377
963,580

109,797+

Jan. 1 to March 25, 1925 
Entire Year 1924

95,024
66,191

324,538
238,230

79,638
70,757

122,976
97,220

37,565
49,719

26,122
43,006

131,401
123,699

38,664 
40 , 453

27,848
36,501

45,650
48,917

41,206
50,154

102,744
89,113

1,073,377
953,979

Net Change 28,833+ 86,308+ 8 , 881+ 25,746+ 12,154- 16,884- 7,702+ 1,709- 8,653- 3,267- 8,948- 13,631+ 119,398+

SUMMARY FOR SYSTEM

B ills  Discounted fo r  week $ 38,157-*-
B ills  Purchased fo r  week 30,194*
Government securities fo r rock 84,499-
Total ec.rninu esnets " M 16,148- 
Average ecrning asset holdings Jan. 1 to Mar* 25/25

against corresponding period 1924 109,757+ 
Average earning asset holdings Jan. 1 to March ?5/?5

agninst entire year 1924 119,3961-
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EXHIBIT

STATEMENT SHOWING REVISED RATIOS OF PARTICIPATION OF FEDERAL RESERVE BANKS IN SYSTEM 
________ OPEN MARKET PURCHASES BASED ON FIGURES FURNISHED AS OF MARCH 31, 1925-_________

E A

Net Earnings Less 
Current Expenses 

Paid and Accured and 
Accrued Dividends 
Jan.l - Mar.31/25

R N I N G S E X P E N  
Estimated Gross 

Earnings Apr. 1 -  Total 
Dec* 3l/25 Based on Net Earnings

Earning Assets Jan.l/2 5  - Mar.31/25 Estimated Expenses 
Held Mar, 31 Re- and Gross Earnings Apr.l/25~Dec.3l/25 
maining Unchanged Apr,l/25-Dec,3l/25 Including Dividends

S E S
Total Estimated 
Expenses Includ- 

Estimated ing Dividends 
Charge-offs Apr.l/25-Dec»3l/25 

for and Charge-offs 
19  2 5 for vear 192c>

Amount 0 f 
Earnings Over 
or Short of 
Estimated 

Requirements 
for vear 1925

Revised 
Ratio 

of Par
ticipation

Boston 4 131,194 * 2,777,500 4  2, 908,694 $ 1,912,300 1 127,047
1

« 2,039,347 # 869,347 + 0

New York 512,192 6,978,000 7 , 490,192 6,519,000 814,000 7,333,000 157,192 + 0

Philadelphia 29,309 2,453,000 2,482,309 2, 077,000 28,000 2,105,000 377,309 ♦ 0

Cleveland 146,400 2,924,900 3 ,071,300 2,647,000 372,000 3 ,019,000 52,300 * 0

Richmond 99foOO 1,498*000 i,399,ooo 1* 422,000 235,000 1 ,657,000 258,000 5%

Atlant a 141,133 .. 1,002,039 1,143,172 1,161,976 615,836 1,977,812 634,640 14%

Chicago 49,250 4,174,248 4,223,498 3,567,134 600,197 4,167,331 56,167+ 0

St. .Louis 88,390 920,000 831,610 1,465,000 1,110,000 2,57£,000 1,743,390 30%

Minneapolis 39,969 858,600 818,631 1,074,100 123,300 1,197,400 378,769 1%
Kansas City 55,833 1 ,3 5 5 ,234 1,299,401 1,632,577 326,722 1,959,299 659,898 . 12%
Dallas 35,367 884,000 848,633 1,138,400 . 542,520 1 ,680,920 832,287 15%
San Francisco 2,000 2,201.000 2_m,000 2.489.000 -*3 0 * 0 O 0 3.192.000 993,000 11%

4 688,919 ^28,026,521 #28,715,440 $27,105,487 $5,797,622 *32,903,109
#5,699,984

100%

1,512,315 + 

Het System d e f ic i t .......... $4,187,669
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Fe d e r a l  R e s e r v e  B a n k

3 3 3 ^. 

Federal £ ,■ .

Dear Mr. Eddy:

I am sending herewith extract of the minutes I 3 ^ 3  ( ~ir " ? 

of the meeting of the Open Market Investment Committee ^-

with the Federal Reserve Board held in Washington,

February 25, 1925 pertaining to the activities of the 

Open Market Investment Committee*

Ve*9 truly yours,

W. B- Matteson 
Secretary, Open Market 
Investment Committee

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

Enclosure
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Hmmr Kr» latteaont

loto lp t l» *«l®©wto4godl o f ytmr lottar 
o f  Wmbrmr* 28th analaalm: <rxtw**t o t tho • M m  
©f tho ssoti** o f tho <$o» HaricotIkriraotaant 
Owwitto® with tho M oral Soaorro Board ho!4 la ,
Waahington, l*hrt»iy 25* m « # pertaining to tho 
•WtiYitlaa o f  tha %*& Saxfeot ftrrestmont Qofaalttoo*
Whltfi Ims boen brought to tho attant ion o f tho 
mambsrs o f tho Board.

Tery truly yonro.

(Qig-aed) W alter L. Eddy

L. Sidy, 
foorotazy*

Hr* 1* Mattaacm« So«reta*y» 
. $>« Mark** fim otw it Oownittoo* 

m/e M o r a l  Baoorr* Steik,
Wow Tone# V* T.
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> < "  

F e d e r a l  R e s e r v e  B a n k  

o f  N e w  Y o r k

■ 1 J

^ E ^ p iV E D  

2 1925
OFFICE OW 

THE GOVEBHOJB

February 26, 1925.

Federal Reserve Board,

Washington, D. C.

Attrition: Honorable D. R. Crissinger. 

Dear Governor Crissinger:

I f ,  as I understand, a stenographic record of our 

meeting yesterday was kept, could you have a copy of it  sent 

to me as soon as it  is  written out, as doubtless it  will re

quire some of the usual verbal corrections of grammar and 

rhetoric which so often appear in such records.

I very much appreciate your cooperation in solving 

some of our problems.

Very truly yours,

BEBJ. STRONG 
Governor.

&M
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s e fc b t  or m l  chairman or the open market investment, c m u r m

MEETING IN WASHINGTON. FEBRUARY 25» 1925+

Changes in money conditions in the past two months have followed very 

much the course which was anticipated in preceding reports of this committee*

After Christmas there was the usual return of currency to the Reserve Banks am- 

mounting in this case to approximately 300 million dollars* There was also the 

usual flew of funds to New York from the interior, resulting in an increase of more 

than 250 million in the street loans of out-of-town banks, compared with a decrease 

of about 100 million in the street loans of New York City banks* The result of 

these tendencies was a rapid decline in Federal Reserve rediscounts, particularly in 

New York, to a point where member banks were practically out of debt at the Reserve 

Banks* Money rates moved to lower levels and on one or two days touched 2 per cent# 

As this situation began to make itse lf evident sales were begun from the 

Special Investment Account, reaching in the aggregate during January about 150 

million dollars. These sales were promptly followed by increases in the rediscounts 

of member banks in New York City of between 100 and 150 million and a comparative 

stabilization of ca ll loan rates around 3 l/2 per cent# Gold exports amounting to 

nearly 100 million dollars during January and February and transfers to the interior 

over the firs t  of February, were further factors making for firmer rates*

Simultaneously with firmer money conditions the buying rates on 

bankers acceptances of 30 and 60 day maturities were raised from 2 3/4 and 2 7/8 to

3 per cent#, thus placing a ll maturities up to 90 days at 3 per cent# The open 

market rate for 90 day b ills  has risen to 3 l/8, but other market rates are sub

stantially where they were for the greater part of December*

In case the flow of funds continues to New York it  is believed that the 

committee should continue to se ll securities from time to time to prevent undue 

ease in money conditions, such sales to be limited for the present id an amount to 

bring the Special Investment Account down to 200 million dollars#
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may a n t ic ip a te  b e fo re  many weeks th at the u sual sp rin g  demand fo r  

funds w i l l  make i t s e l f  f e l t  in  the money market* Indeed, the sp rin g  demand taken 

to g e th e r  w ith g o ld  e x p o rts , which are s t i l l  con tin u in g  heavy, and the cum ulative 

e f f e c t  o f  a c t iv e  bu sin ess  may p o s s ib ly  lead  to  a rapid  in crea se  in  red iscou n ts  

and a sharp upturn in  money r a te s , -which would make an e a r ly  rev iew  o f  th e  Com*- 

m ittee  program necessary^

Accompanying exhibits submitted by the Secretary, reflecting in 

detail recent Committee activities and data pertinent to System operations, are 

as follows:

(A) Comparison of Earning Assets Held by a ll  Federal Reserve 
Banks Weekly from December 3, 1924 to February 18, 1925.

(B^ Statement Showing Participation in System Holdings of
Government Securities at Close of Business February 21,
1925 and Classification by Maturities,

(C) Statement Showing System Purchases of Bankers Acceptances 
from June 1, 1924 to February 18, 1925 and their A llot- 
ments to Participating Federal Reserve Banks,

( ° )  Statement Showing Sales of Government Securities from 
System Account and the Profit Thereon January 9 to 
February 24, 1925.

(E) Statement Showing Status of System Special Account and the
Resultant Profit or Loss i f  Securities were Sold at 
Market Prices, February 21, 1925.

( F) Chart Showing Effect on New York Money Market of Sales
from the System Special Investment Account.
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EXHIBIT "h"

COMPARISON OF EARNING ASSETS HELD BY ALL FEDERAL RESERVE BANKS
„_______1ESKLY FROM DECEMBER 3, 1924 TO FEBRUARY 18. 1925

(000 Omitted)

TOTAL *G0VERNMENT SECURITIES *B ANKERS BILLS

-1924-
EARNING
ASSETS

Oval
Purchases

Special 
Inv* Acct, ACCEPTANCES DISCOUNTED

© CD O 3 $1 ,,186,527 $ 89,943 $485,000 A354,606 $248,928

11 10 1,167,040 139,296 412,600 352,838 254,256

It 17 **1,192,850 **127,722 436,440 336,827 283,811

it 24 1,331,932 88,844 449,035 399,574 396,429

n 31 1,249,438 91,125 449,035 387,100 314,128

..1925

Jan* 7 1,109,965 87,994 408,035 340,978 264,408

tt 14 1,079,721 97,376 388,126 323,901 261,759

it 21 945,456 88,088 335,376 306,176 202,757

*» 28 988,582 89,788 304,276 307,767 273,692

Feb* 4 1,032, 258 88,828 300,000 308,004 322,367

H 11 1,059,608 90,096 300,000 324,647 331,806

II 18 1,046,381 88,205 290,000 311,747 342,471

^Includes sales contracts 
**tncludee $40,000,000 advance to Treasury on special certificate*
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EXHIBIT "B"

STATEMENT SHOWING PARTICIPATION IN SYSTEM HOLDINGS OF GOVERNMENT SECURITIES AT 
______ CLOSE OF BUSINESS FEB, 21. 1925. AND THE CLASSIFICATION BY MATURITIES-----

PARTICIPATION BY FEDERAL RESERVE BANKS RECAPITULATION OF HOLDINGS BY MATURITIES

Boston $ 19,688,000 March 15, 1925 $ 41,365,000

New York 104,217,500 June 15, 1925 25,932,700

Philadelphia 7,733 ,500 Sept. 15 , 1925 10,174,500

Cleveland 28,235,000 De c * 15 , 1925 50,117,000

Richmond 2,013,500 March 15, 1926 39,237,600

Atlanta 842,500 Sept* 15, 1926 31,901,000

Chicago 39,267,500 March 15 , 1927 18,875,900

St. Louis 9,491,500 Dec* 15, 1927 32,296,300

Minneapolis 11,219,500 Third L. L, Bonds
Sept* 15, 1928 30,100,000

Kanfias City 13,752,500

Dallas 14,873,500

San Francisco 28.665.500

$280,000,000 $280,000,000

(£10,000,000 4 3/4% March 15, 1925, notes have been sold for delivery February 
24, reducing the System holdings to $270,000,000*)

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
m mP TIP

d eclassified

Authority E.6. i&Slo

EXHIBIT "G»

ST̂ TEftENT SHOWING SYSTEM PURCHASES OF BANKERS ACCEPTANCES FROM 
JUNE 1, 1924 TO FEBRUARY 18, 1925 .AND THEIR ALLOTMENTS 

TO PARTICIPATING BANKS UNDER THE' APPORTIONMENT 
_______________PLAN PUT INTO EFFECT JUNE I. 1924._________________

Purchases Allotments

Boston | 107,949, 000 | 113,961,000

New York 699,937, 000 245,954, 000

Philadelphia 43,594, 000 43, 677, 000

Cleveland 17,653, 000 96,161, 000

Richmond 1,505, 000 3,948,000

Atlanta 17,275, 000 21,491, 000

Chicago 39,634,000 104,598,000

St. Louis 0 52,667,000

Minneapolis 0 7,176,000

Kansas City 48,QUO 46,681, 000

Balias 1,966,000 73, 254, 000

San Francisco 17.874, 000 138* 067. 000

TOTALS | 947,635,000 $ 947,635,000

Richmond did not participate in purchases during year 1924* 
Philadelphia did not " 11 H " months of June,

December & January. 
Atlanta " " " »» « » month of June*
Minneapolis ” n M n n from October to January.
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DELIVERY DATE

Ja iry 13 , 1925
11

15, 1925
1*

15, 1925
1 6 , 1925
19 . 1925

it 19 , 1925
11 20, 1925
IT

21j 1925
II 21, 1925
II

21, 1925
It 22, 1925
tt 22, 1925
If 23, 1925
ft 23 , 1925
tt 2 6 , 1925
It 26, 1925

26, 1925
27 , 1925

ft 29, 1925
30 , 1925
3 0 , 1925

ft 3 0 , 1925

February 18, 1925
n

1 8 , 1925«
1 9 , 1925n 20, 1925

m 24 , 1925

STATEMENT SHOWING SALES OF GOVERNMENT SECURITIES FROM SYSTEM ACCOUNT SINCE JANUARY 9, 1925, 
DATE OF LAST MEETING OF COMMITTEE. AND THE PROFIT RECEIVED IN EXCESS OF ACTUAL BOOK COST

PURCHASER MATURITY PAR VALUE PRICE PROFITS

Market
Treasury a/c A. p* C, 
Market

Treasury a/c A* F* C,
Ma rk et 

tt

Treasury a/c A. p # C,
II If *» IV tt tt

Market 
tt
t»
it
it
tt
»t
»t
n

4 1/2% T/N 
2 3/4f  C/I 
4 3/8/. t/n 
4 3/8/£ t/n 
4 3/4/a t/n 
4 l/2j£ T/N 
4 l/2/t T/n 
4 l/2/„ T/n 
2 3/4  ̂ C/l 
2 3/4/. C/l 
2 3/4$ C/l 
2 3/4^ C/l 
2 3/4/. C/l 
4 3/4/„ t/n 
4 3/4/' T/N 
4 l/2f. T/N 
4 3/4f; t/n 
4 3/ 4/. t/n 
4 3/4/i T/N 
4 3/4^ T/n 
4 3/4^ T/n 
4 3/4/? T/N

6/15/25
9/15/25

12/15/25
12/15/25

3/15/26
6/15/25
6/15/25
6/15/25
9/15/25
9/15/25
9/15/25
9/15/25
9/15/25
3/15/27
3/15/27
6/15/25
3/15/27
3/15/26
3/15/27
3/15/25
3/15/26
3/15/27

& 104000,000
1 . 750.000
7 . 500.000 
5*000,000
5.000.000
5.000.000 

10,000,000
3.000.000
2.500.000

13.000.000
12.000.000 

2, 500,000 
5*000,000 
2,000,000 
2,000,000
4.000.000
2.000.000 
3,000J000 
2,000,000 
1 , 275,500 
1,000,000 
2,000*000

2«6o^ Basis 
Far 

101 9/32
101 9/32 
101 7/16
2.60^ Basis 
2.60/£ Basis 
2.60/£ Basis

Par

101 29/32 
101 29/32
2*60/£ Basis
101 29/32
101 13/32 
101 15/16 
2*55/£ Basis 
101 13/32 
lo l 15/16

- less 1/32

less l/32 
less l /3 2  
less l/32

-  less 1/32

2 3 ,9 1 3 .3 3  
65.32 

32,187.08 
21,585.61 

4 ,1 1 8 .9 8  

1 1 ,4 0 3 .9 9  
2 2 ,6 2 4 ,0 3  

6 ,7 3 2 .0 9  
8 1 .3 9  

4 2 3 .2 3  
3 8 9 .0 3  

8 1 .0 5  
1 6 1 .4 1  

2, 433 66
2 .5 7 0 .7 6  
8,609.20
2 .5 7 0 .7 6  
2 ,3 0 8 .2 4  
3 ,3 3 2 .8 5  
1 ,0 5 6 .6 3

866.21
3 ,3 7 8 .5 5

Treasury a/c Prior Redemption

Market

2 3 /4 / .  c / l  
2 3/4/= C/l 
2 3/4/. C/l 
4 3/4$ T/N 
4 3/4  ̂ T/N

9/15/25
9/15/25
9/15/25
3/15/25
3/15/25

5 .0 0 0 .0 0 0
5. 000.000
5. 000.000
5.000.000 

10.000,000

Par
11

2»55% Basis 
2.55^ Basis

124 .17
1 24 .17  
1 23 ,5 7

2 ,1 5 2 .9 4  
3 .5 5 3 .18

*131,525,500 ^ 1 5 6 ,9 7 1 -4 8
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EXHIBIT "E 3TATEMENT SHOWING STATUS Of 
AND THE PROFIT AND

SYSTEM SPECIAL INVESTMENT ACCOUNT AT CLOSE OF 
L033 I F  SECURITIES ¥/ERE SOLD AT MARKET PRICES

BUSINESS
FEBRUARY

FEBRUARY 21, 1925  
21* 1925

U ATT I Fi TTY RATE PAR VALUE ACTUAL BOOK COST MARKET PRICES FEBRUARY 23* m i
IF  SOLD AT CURRENT 

PROFIT
MARKET PRICES 

LOSS

March 15, 1925 4 3/ 4^ t / n 31,36 5* 0 0 0 1 0 0 .0 8 5 1 0 0 .0 9 3 it 2,50 9. 20

June 15» 1925 4 1/ 2% t / n 2 5 ,9 3 2 ,7 0 0 100-38 0 * 100,468 2 2 ,8 2 0 .7 7

Sept, 15* 1925 2 3 /4 i C / i 1 0 ,1 7 4 ,5 0 0 99-998 100. 203-49

Dec, 15, 1925 4 3/ 85S t / n 5 0 ,1 1 7 ,0 0 0 1 0 0 .7 5 5 101.062 1 5 3 ,8 5 9 .1 9

March 15* 1926 4 3/ 4$ t / n 3 9 ,2 3 7 ,6 0 0 1 0 1 ,2 4 5 101.312 26 ,28 9 .19

 ̂0} t  • 15, 1926 4 1 / 4/, T / n 3 1 ,9 0 1 ,0 0 0 1 0 1 .0 5 3 100.906 46 ,8 9 4 .4 7

March 15, 1927 4 3/ 4^ t / n 18 ,8 75 ,9 0 0 101.716 101.843 2 3 ,9 7 2 .3 9

Dec. 15, 1927 4 t / n 3 2 ,2 9 6 ,3 0 0 1 0 2 .0 1 5 101.843 5 5 ,5 4 9 .6 4

Sept* 15, 1928 4 1 / 4^ 3 rd  L /L  3 0 .1 0 0 .0 0 0 1 0 1 .5 3 3 101.437 2 8 ,8 9 6 .0 0

4 27 0 ,0 0 0 ,0 0 0 ^229 ,6 54.23 * 1 3 1 ,3 4 0 ,1 1

SYSTEM HOLDINGS CLOSE OF BUSINESS ON FOLLOWING DATES
December 3 1, 1924 <£>449,035»OOO
Jan u ary 7, 1925 4 0 8 ,0 3 5 ,0 0 0

* 14, 1925 3 8 8 ,1 2 5 ,5 0 0
" 21, 1925 3 3 5 ,3 7 5 ,5 0 0

28, 1925 3 0 4 ,2 7 5 ,5 ^ 0
Fe b ru a ry  4, 1925 3 0 0 ,0 0 0 ,0 0 0

« 11, 1925 3 0 0 ,0 0 0 ,0 0 0
« 18, 1925 . 285, 000,000
" 21, 1925 * 2 70 ,0 0 0 ,0 0 0

XE xelu d es $ 1 0 ,0 0 0 ,0 0 0  M arch 1925 T re a s u ry  Notes s o ld  f o r  d e l iv e r y  F e b ru a ry  24, 1925
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MILLIONS
OF DOLLARS RATE

1924 1925 1925

Effect on the New York Money Market of Sales from the Special Investment
Account
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February 20, 1925,

Dear Governor Crissinger:

This is  to advise you that we now have replies 

from a ll the members of the Open Market Investment Committee 

in accordance with our discussion, arranging to meet in 

Washington at ten o'clock next Wednesday morning.

Very truly yours,

BENJ. STRONG'
Governor.

Honorable D. R. Crissinger, 
Governor, Federal Reserve Board 
Washington, D. C.
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Dear Mr* Wxtt mmmt

1 aoSmmirledga raeaipt o f ymiy 
_lSth fafiaar&iiig * Grmtk o f  tha

________ "oFtue o f thp Open Marlcet In-
Taat»a»t haM at tfea ?#d«ral 8#*arv»
Bank «& Bmt Twrtc on J*mmry $th# «nft alao »«nr-
JIMMMk*!' o f  th a  Saeratfirira report a u b a itte d l
at tha said making* 1 not# that tha aimitaa 
in question haw not baan apfw rai fcy a ll  tha 
aambara. o f . tha .CtoQto&ttp* and that i f  thara are 
any atiaisge* or oofTeetiona a revised ©ojay w ill 
ba mmt to the Board*

fery truly youra,

(S ig n e d )  W a l t e r  L .  E d d y  

Walter L« Bddy,

r* w# B. Mattaaon,. Secretary*
Opan M&rkat Xmreatnant C<aw»ittee# 

o /o  Fadaral Baaorve Bank, 
lav York, V. Y.

/QX&
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Fe d e r a l  R e s e r v e  B a n k  

o f  N e w  Y o r k

January 15, 1925,

Mr. Walter Eddy,
Secretary, Federal Reserve Board,

Washington, D. c.

Dear Mr. Eddy: , a *

I am sending you herewith draft of the minutes\of the 

meeting of the Open Market Investment Committee held at the Federal 

Reserve Bank of New York on January 9, 1925, also several copies 

of the Secretary* s report submitted, at the meeting.

These minutes have not been approved by a ll the members 

of the Committee and i f  there are any changes or corrections a re

vised copy w ill be sent to you.

Very truly yours,

W.3*  Matteson 
Secretary, Open Market 
Investment Committee

Ends. (4)

/ iM '
/ / & / *& '
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REPORT OF SECRET’ARY OF THE OPEN MARKET INVESTMENT COMMITTEE 
FOR THE FEDERAL RESERVE SYSTEM SUBMITTED AT MEETING' AT 

______ FEDERAL RESERVE BANK OF NEW YORK. JANUARY 9. 1925

^ Since the last meeting of the Committee on December 19 the trend of

money ra te s  has been very  much as was a n t ic ip a te d . Im m ediately fo llo w in g  th a t 

m eeting a co n s id e ra b le  return  flow  o f  funds to o k  p la c e  t o  th e  in t e r io r  t o  f i l l  

th e  vacuum cre a te d  by T reasury t r a n s fe r s  t o  t h i s  d i s t r i c t .  There con tin u ed  t o  

be some go ld  w ithdraw als and th e se  in f lu e n c e s , to g e th e r  w ith  year-end  read

justm ents, r e s u lte d  in firm e r  money co n d it io n s*

C all money renewed at 5 per cent* and new loa n s  were p la ced  at 5 1 /2  

p er  c e n t . ,  and th e  earning a s s e ts  o f  th e  F ederal Reserve Bank o f  New York in 

creased  t o  M l nJ n^n| 9 4 . 1  at»crpi y due t o  in cre a se s  in  re d isco u n ts  

agjS h o ld in g s  o f  b ill^ ju r id e r  s a le s  con tra ct.^ ) T h is  in cre a se  in  our earning 

a s s e t s  cre a te d  a b u f fe r  t o  ta k e  up some o f  th e  s lack  which might develop  a f t e r  

th e  f i r s t  o f  th e  yea r.

During th e  f i r s t  week o f  th e  new year th e  return  o f  currency  from 

c ir c u la t io n ,  and th e  return o f  funds from th e  in t e r io r  le d  to  a ra p id  easing in  

money c o n d it io n s  b r in g in g  th e  c a l l  loan  ra te  down to  2 per ce n t , on January 8 , 

T h is easin g  took  p la ce  more ra p id ly  than cou ld  be compensated fo r  e n t ir e ly  by 

d e c lin e s  in b i l l s  d iscou n ted  or h o ld in g s  o f  a ccep ta n ce s . Earning a s s e ts  o f  th e  

New York bank d e c lin e d  from |410, 000,000 on December 24, t o  $275 ,000 ,000  on 

January 7 ; b i l l s  d iscou n ted  being reduced by £ 80 ,000 ,000 , w h ile  h o ld in g s  o f  

b i l l s ,  and s e c u r i t ie s  under s a le s  co n tr a c t  were e n t ir e ly  wiped out*

In view  o f  th e s e  co n d it io n s  th e  members o f  th e  Committee were commun

ic a te d  w ith  and on January 5 a d e c is io n  was reached t o  s e l l  s e c u r i t ie s  t o  the 

amount n ecessa ry  t o  prevent undue ease in  money c o n d it io n s  so far as t h i s  cou ld

A
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2.

b e  done w ithout d iso rg a n iz in g  th e  market. A ccord in g ly  $ 5 ,000 ,000  o f  s e cu r 

i t i e s  were so ld  on January 5, 015 ,000 ,000  on January 6, $16 ,000 ,000  on 

January 7, and $ 5 , 0 0 0 , 0 0 0  on January 8, In a d d ition  $9 ,909 ,500  were so ld  

t o  th e  T reasury , account A lien  P roperty  C ustodian, in replacem ent fo r  sa le s  

o f  Treasury bonds o f  l ik e  amount t o  th e  market* The t o t a l  h o ld in g s  in  th e  

System’ s account were th ereby  reduced from $449,035,000 on December 19 t o  

$398,125,500  on January 8, 1925, e f f e c t in g  a net red u ction  o f  $50 ,909 ,500  in  

t h i s  a ccou n t. ^

Bankers A cceptances 

Open market purchases o f  bankers accep tan ces  from December 10 t o  

December 31, 1924, have amounted to  $125,000,000* Of t h is  amount approxim ately  

,*80,000,000 were purchase^  p r io r  to  December 22 when th e  reserv e  banks* buying 

ra te s  were in creased  t o  2 7 /8  per ce n t , on 6 0 's  and 3 per ce n t , on 90-day 

b i l l s .  The b a la n ce  o f  about $45 ,000 ,000  was purchased during th e  week immed

ia t e ly  fo llo w in g  th e  change in r a te s . Owing t o  e a s ie r  money co n d it io n s  during 

th e  present week dealers* o f f e r in g s  have dim inished and b i l l s  purchased in  th e 

New York d i s t r i c t  amounted to  $15 ,000 ,000 . System b i l l  h o ld in g s  at th e  c lo s e  

o f  b u sin ess  January 7 amount t o  $541 ,000 ,000as compared w ith  h o ld in g s  o f  

$3 53,000 ,000  on December 10#-

A Future P o l ic y
'Vs) i J

The ease in money conditions at the beginning of the year usually  

continues through January. At present our earning assets have decreased to a 

point where further liquidation  is  lim ited except in the Special Investment'''”'" 

Account. It is  believed, therefore, that the Committee should stand ready to  

make further sales, as far_as it is  nrcrssagyT-jLo--^ M « lp.at  a period of^un- 

usually; easy money conditions, during January. In order to a ffect the money

market most d irectly  any sales should be made in New York.

V ’
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It is customary for money conditions to become firmer in the latter 

part of February and in March, and with an increasing volume of business, 

activity we may anticipate that this firming will be pronounced this coming 

spring. There w ill therefore probably be an opportunity for the Committee to 

repurchase without difficulty securities sold during January i f  that seems 

wise. The desirability of this repurchase can be determined at a later date 

when the trend of money and business conditions becomes clearer. It may be 

wise to allow the Special Investment Account to remain diminished for some 

months to come and to confine transactions for the account to sales

APPORTIONMENT OF OPEN MARKET PURCHASES 

Exhibit "BM attached shows purchases of bankers acceptances and their 

allotment to a ll participating banks under the plan which was put into effect 

June 1, 19 24, of apportioning a ll open market purchases on the basis of earning 

requirements of the banks as reported to the Committee each month. The exhibit 

also shows the adjustments which are pending on purchases made during the month 

of December. The overages of the Boston and Atlanta banks vfaich correspond to 

the aggregate shortages of the other seven participating banks are due to pur** 

chases in their districts in excess of their pro rata share. These differences 

will, however, be adjusted on January 31, 1925, through basing the new ratios 

of participation for February on the total earning assets held on January 31* 

The ratios which were in effect during December of apportioning 

System open market purchases w ill continue during the month of January, as it 

was considered that the banks would be in a better position later in the month 

to determine their requirements for the year 1925. Therefore, a ll banks are to 

report their estimated requirements for the current year based on earning 

asset holdings as of January 31 from ufoich new ratios w ill be computed to 

apply on purchases made during the month of February.
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INDEX OF ATTACHED EXHIBITS

(A ) Statem ent of s e c u r i t i e s  p u rch ased  f o r  System account and t h e ir
apportionm ent to  a l l  F e d e ra l r e s e r v e  banks at the c lo s e  
of Ja n u a ry  8, 19 25.

(B ) Statem ent showing System p u rch a se s of b an k ers a cce p ta n ces from
June 1, 1924, to  December 31, 1924, and t h e ir  a llo tm e n ts  
t o  p a r t ic ip a t in g  F e d e ra l r e s e r v e  banks.

(C ) Statem ent showing p r o f i t  and lo s s  on System h o ld in g s  of Govern
ment s e c u r i t i e s  i f  s o ld  a t d e a le r s ’ b id  p r ic e s  on Jan u ary  
9, 1925*
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EXHIBIT "A’*

STATEMENT SHOTTING UNITED STATES GOVERNMENT SECURITIES PURCHASED FOR 
SPECIAL INVESTMENT ACCOUNT FOR THE FEDERAL RESERVE SYSTEM 

AND THEIR APPORTIONMENT TO ALL FEDERAL RESERVE BANKS 
____________________AT CLOSE OF BUSINESS JANUARY 8, 1925_______________ _

APPORTIONMENT

Treasury C ertificates of Liberty Loan
Notes Indebtedness Bonds Total

Boston o 21 ,910 ,000 £ 4 ,224 ,000 .1 ,927,000 £ 28 ,061 ,000
New York 115 ,645 ,000 21 ,361 ,500 11 ,18 2 ,50 0 148 ,189 ,000
Philadelphia 7 ,058 ,500 3 ,2 0 2 ,5 0 0 760,500 11 ,021 ,500
Cleveland 31,156 ,000 5 ,713 , 500 3 ,213 ,500 40 ,083 ,000
Richmond 2 ,2 4 6 ,5 0 0 494,000 149,500 2 ,8 9 0 ,0 0 0
Atlanta 905,000 115,500 155,500 1 ,1 7 6 ,0 0 0
Chicago 43,455 ,500 8 ,4 1 3 ,0 0 0 4 ,033 ,000 55,901 ,500
St. Louis 10 ,8 74 ,0 00 1 ,270 ,000 1 ,2 6 3 ,5 0 0 13 ,407 ,500
Minneapolis 12 ,781 ,000 2 ,093 ,000 1 ,1 1 2 ,5 0 0 15 ,986 ,500
•Kansas City 15 ,244 ,500 2 ,8 2 1 ,5 0 0 1 „487,000 19 ,553 ,000
Dallas 1 6 ,5 22 ,0 00 2 ,939 ,500 1 ,663 ,000 21,124 ,500
San "Prancisco 31 ,703 ,000 5 ,8 7 6 .5 0 0 3 ,152 ,500 40 ,732 ,000

£309,501,000 058 ,524 ,500 $30 ,100 ,000 $398,125, 500

RECAPITULATION OF PURCHASES RECAPITULATION OF PURCHASES BY MATURITIES
Made by

Boston
TTe’T York
Philadelphia
Cleveland
Richmond
Atlanta
Chicago
St. Louis
Minn eapolis
Dallas
San "Francisco

Amount

0 20 ,871 ,500  
274 ,334 ,200
1 6 ,884 ,500

6 .936 .000  
600,000

1 ,944 ,400
52,225 ,000

5,453 ,900
3 .1 2 8 .0 0 0
8 .1 6 9 .0 0 0
7 .579 .000

March 15, 
June 15, 
Sept. 15, 
Dec. 15, 
March 15, 
Sept. 15, 
March 15, 
Dec. 15, 
Third L.

Sept. 1

1925
1925
1925
1925
1926
1926
1927 
1927

L. Bonds 
5, 1928

47 .640 .500  
57,932 ,700
58.524 .500
62.617 .000  
48 ,237 ,600
31.901 .000
28,875 ,900  
32 ,296 ,300

30 .100 .000

$398,125,500 0398,125,500
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EXHIBIT "B"

STATEMENT SHOWING SYSTEM PURCHASES OF BANKERS ACCEPTANCES FROM 
JUNE 1 TO JULY 18,. ALSO AUGUST 28 TO DECEMBER 31,. 1924 

DISTRIBUTED UNDER THE NEW APPORTIONMENT PLAN 
WHICH WAS PUT INTO EFFECT JUNE 1, 1924

Purchases

(000 Omitted) 

Allotments
Pending

Adiustments

Boston $ 82,656 $■': 88, 668 |25,703 Over

New York 549*. 0C8 204,335 5,493 Short

Philadelphia 25,592 25,675 0

Cleveland 14,154 73,895 2, 466 Short

Richmond 0 0 0

Atlanta 15,599 17,333 3,246 Over

Chicago 26,467 75,141 143 Short

St, Louis 0 38,86Q 6, 078 Short

Minneapolis 0 5,052 0

Kansas City 48 36, 680 1,876 Short

Dallas 1,966 58,310 5,151 Short

San Francisco 13„187 104.728 7.742 Short

TOTALS $728,677 $728,677 $28,949

During period from July 19 to August 27, no distribution was made 

due to light b i l l  offerings*

Richmond did not participate in purchases during the entire period* 
Philadelphia did not participate in purchases during months of June & December, 
Atlanta » « j »« »» " month of June.
Minneapolis * '* " « «  months of October,

November and December.
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EXHIBIT "C"

STATEMENT SHOWING HOLDINGS OF GOVERNMENT SECURITIES IN SYSTEM SPECIAL INVESTMENT ACCOUNT AT CLOSE OF BUSINESS 
JANUARY 8, 1925 AND THE PROFIT AND LOSS THEREOH IF SOLD AT DEALERS1 BID PRICES JANUARY 9, 1925__________

IF SOLD AT CURRENT 
MARKET PRICES

MATURITY RATE PAR VALUE ACTUAL BOOK COST DEALERS' BID PJUCES JANUARY 9. 1925 P rofit Loss

March 15, 1925 4 % C/l -0 - -0 - -0 -

March 15, 1925 4 3/4 T/to ♦47,640,500 100.263 100.312 ♦ 23,343 . 85

June 15, 1925 4 1/2% T/fo 57,932,700 100.529 100.656 73,574.53

Sept. 15, 1925 2 3 /if c A 58,524,500 99.997 99.906 53,257.30

Dec. 15, 1925 4 3/Bf T/fo 62,617,000 100.867 101.250 239,823.11

March 15, 1926 4 3 / 4 t/S 48,237,600 101.387 101.375 5,788.51

Sept. 15, 1926 4 1/4 1/S 31,901,000 101.134 100.875 82,623.59

March 15, 1927 4 3/4 T/N 28,875,900 101.816 101.937 34,939.84

Dec. 15, 1927 4 1/2 % T/h 32,296,300 102.102 101.937 53,288.90

Sept. 15, 1928 4 1/4 3rd L/L 30.100.000 101.585 101.218 110.467.00

♦398,125,500 ♦371,681.33 ♦305,425.30

*
Delivery Date Purchaser Par Value

SALES THIS WEEK

Maturity Price P rofit

January 5 Market $ 5,000,000 4 % March 15, 1925 C/l 2.47 Basie $ 30.11
6 • 15,000,000 2 3/4% Sept. 15, 1925 c/l 100 580.62
7 " 4,000,00 0 4 3/4^ March 15, 1927 T/^ 101 15/U 4,654.92 
7 ■ 12,000,000 2 3/4JC Sept. 15, 1925 C/l 100 462.65
7 Treasury a/c A. P. C. 5,000,000 4 % March 15, 1925 2.47 Basis 26.08 

. . 8  " " 2,709,500 4 % March 15, 1925 C/l 2.47 Basis 13.08
8  » " 2,200,000 2 3/ 47S Sept. 15, 1925 C A  1 0 0  84.48 
8 Market 5.000.000 4 3/4^ March 15, 1925 T/fa 2.47 Basis 6,969.4?

♦50,909,500 $12,841.36
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j^Correspoi^e ze
X members of the Board,

Hr. BMj.

V E

Subject:

nsxS MNNri&m of tht Open lferkat TnTOt'tnnti 
OdM&ttac far fcha fed«rtl Raaarra Syata® will bo held 
at tbi Fodaral »•••***• Bank of Mow Tor* on Friday,
January 9th* ------------- -—

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
declassified

Authority E .6. U35k

"ir  - >

lm n ry  2, IB

My door Sknroraort

1 m  brla&ms to tlio ottoatloa of tlio Board tto into 
of tlio Opoa Bar*#t luvootraont Oawaittoo mooting Okie* y m  h w  

fixed for Saturday* January 10* at Philadelphia, aad I think . 

It will Ini omtirolir oatiofootorir* I w ill try to to o w *  

i f  It la thought odhrioafelo, «ad probably otto* mentor* o f  tto 

Board n ill ottotid*
Tory truly youro.

Stoned) l>. * -  
D* 8* Orlooingor* 

Governor.

Hr* ®o»J* Strong, O ow aor, 
federal looervo Bank, 

Saw fork* I* T*
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Fe d e r a l  R e s e r v e  B a n k  

o f  N e w  Y o r k

December 31, 1924,

Federal Reserve Board,

Washington, D. C.

Attention; Honorable D. R. Crissinger.

My dear Governor:

At the last meeting of the Open Market Investment Committee, 

i t  was informally suggested that the next meeting might well be held 

in Philadelphia early in January.

After a canvass of the several Governors who are members of 

the Committee, Saturday, January 10, has been agreed upon as the most 

convenient date. And notices for a meeting on that date at the 

Philadelphia Reserve Bank are being sent out.

I hope that this date will be convenient for you or for any 

of the members of the Board who plan to participate, and i f  Dr. Stewart, 

also, is  able to come, we are always glad to have him.

Having this January 10 meeting will afford a good opportunity 

to survey what happens after the close of the year.

Very truly yours,

BENJ. SWONG 
Governor.

/L ee  / > / %
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