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For your information. -.@,»4» iy 2 6

Governor Crig#inger
Mre. Platt

Mr. Hanline—"
Mre. Miller
Mr. James
Mre Cunninghani/

Mr . }JIG Int osh

Please return to Secretary's Office.
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FEDERAL RESERVE BANK

OF NEW YORK

CONFIDENTIAL November 17, 1926
S i - . o
o 1] ?[”i} ded 32304 -4
[ s T N o .
I am enclosing copy of the minutes \¢9f'the “ Fane i b o

meeting of the Open Market Investment Committee held

in Washington, November 7, 1926, slso report of the

Committee to the Governors' Conference, November 8,
19264

espectfully,

-

W. B. Matteson
Secretary, Open Market
Investment Committee

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

Encls (2)
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. REPORT OF THE OPEN MARKET INVESTMENT COMMITTEE TO TH%*Z%LZ

GOVERNORS' CONFERENCE, NOVEMBER 8, 1926 ‘
AT BOARD MENTING

« oy 9 192@

Since the Governors' conference last spring there have been two

ERRNE T

important changes in the special investment account, = 2 purchase of se%éé&ﬁ%;%¢4%%4éfgii

between March 20 and April 15, which increased the amount from 210 ATROARD MEPTING
-y 101926

to 275 million, and a sale of securities between August 7 and September 15, which

reduced the ecccunt again to 200 million dollarse

Purchases in March and April

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

mede et 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 purcherscs was to reduce approximately to that extent borrowing by member

~ ‘banks at the Federal Rgserve Banks, particularly in larger centers, and to operate

tozether with other causes toward slightly easier money conditions.

Sales in Auygust and September

N . . .
As the year advanceq\z?)buslness recession such as had been anticipated
Ny e ——

by many earlier in the year developeds  The volume of trede continued at a2 very
high level, building activity andkautomobile production were well maintained,
commercial loans increased, and the volume of eredit employed in the sechrity
markets again showed an increasee 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 fugust 12.
The sale of 75 million of securities from the open market investment

account between August 7 and September 15 topk two forms; 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

Seo teze. W)-10-2 ¢ gk
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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 sele on the market
was distributed throughout the country as the Treasury withdrew funds from deposw
itary banks in all districts to pay for the securitiess

The sale of securities was naturally accompanied by a slight further
increase in borrowing by member banks, by increased offerings qf bills to the
Reserve Banks, and by slightly firmer money conditionse The relationship bee
twvecn open market purchases and sales during the year to changes in bills dis=-

counted and holdings of bankers acceptances, is shown in the attached diagrame

The Present Credit Situation

The present credit situation docs not appear to indicate the desir-
ability of any change in open market policye DBusiness continues to be active
and the volumc of trade is at a high levels The business atmosphere, however,
is conservative and there is some apprehension &s to the future. There were
reports recently of some decline in building and production of automobiless In
recent weeks there has been a considerable liquidation of brokers loans and some
slight reduction in the total volume of credit sutstanding. 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 steadye

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 securitics was made
during the period of greatesf currency demand in December, and these securities

were sold in January and February. Thesc transactions appeared to have a
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/ stabilizing influence upon money conditions, although the amount of purchases
‘ and salcs 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
‘ of the new year, The cormittee therefore suggests that this yeart;t kﬁk&? be
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 meke that course
desirsble. If business end 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 « decline in business activity, such as some observers think mey occur,
it then might be desireble to retain a part of these securities in the Federal

Reserve portfolioce. In any event we should be prepared for either coursee

Temporary Sales of Securities

At the June 15 tax period the usual temporary sales of securities were
made from the open market account to stabilize moncy conditions, with the result
that money rates were steady during the periode At the Segptember 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 casee
The temporary supply of funds in the market, duc to the redemption of maturing
issues, was offset by the liquidation of member bank indebtedness and money rates
were steady during the periode

The exhibits "A" and "B" attached show in detazil the distribution of
government securities and bankers acceptances among the Federal Reserve Banks;
there is also attached (exhibit "C") statement showing mctual earnings of all
Federal Reserve Banks for the first nine months of the year 1926 and the estimeted
sarnings for the entire year; =algso {exhibit "D") = comparztive statement of

cerning asset holdings of all Federal Reserve Banke.
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Exhibit "A"

STATEMENT SHOWING PARTICIPATION T'Y FEDERAL RESENVE DRANKSIN SYSTEM
SPECIAL INVESTMENT 'ACCOUNT AND CLASSIFICATIMN OF ISSUES HELD
QCTODER 27, 1926 IN THE ACCUUNT 3Y MATURITIES

Holdings 7 Holdings by Maturities

Roston % 8.767.000 December 15, 1926 4 42,802,500
New York 52,761,500 Mareh 15, 1927 54,919,200
Philadelphia 4,920,000 June 15, 1927 67,457,000
Cleveland 12,202,000 December 15, 1927 34,821,300
Richmond 5,818,500
Atlanta .0
Chicago 26,233,000
St . Louis 13,725,000
Minneapolis 8,923,500
Kansas City. 17,995,000
Dallas 18,467,000
San Francisco 29,187,500

$200,000,000 £200,000,000
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Exhibit “B"

PURCHASES OF BANKERS ACCEPTANCES FROM JANUARY 4 TO OCTOBER 27, 1926 AND AMOUNT
EACH BANK HAS RECEIVED IN EXCESS OR SHORT OF ITS PRO RATA SHARE
UNDER APPORT IONMENT PLAN PUT INTQ EFFECT JANUARY 4. 1926

Bills Bntitled Bills Over Bills Short

Bills Acquired to Acauire Pro Rata Share Pro Rata Share
Boston ¢ 104,836,000 $ 94,664,000 $10,172,000 $ ]
New York 315,436,000 318,297,000 0 2,861,000
Philadelphia 106,557,000 108,188,000 0 1,631,000
Cleveland 133,772,000 135,231,000 0 1,459,000
Richmond 70,376,000 70,945;000 a 569,000
Atlanta 70,841,000 71,411,000 ¢ 570,000
Chicago 188,637,000 189,326,000 0 689,000
St. Louis 53,746,000 54,562,000 o 816,000
Minneapolis 56,768,000 57,422,000 0 654,000
Kansas City 80,155,000 81,140,000 0 985,000
Dellas 157,311,000 57,422,000 0 111,000
San Francisco 121,885,000 121,712 ,000 173,000 0
Totals $1,360,320,000 $1,360,320,000 $10,345,000  $10,345,000
fo— = p———————————— P~} ]

The overages shown in the above statement are being adjusted in the

usual manner.
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Exhibit "O"

STATEMENT SHOWING ACTUAL EARNINGS OF ALL FEDERAL RESERVE BANKS

FOR_THE FIRST NINE MONTHS OF THE YEAR 1926
AND ESTIMATED EALNINGS FOR THE ENTIRE YEAR 1926

Actual Net Earne

ings in Excess ' Estinated Negt
of Expenses and = Estimated Net Earnings after
Dividends, but Earninzs in Excess E all Charge-offs

before Charge- of Expenses and Estimated Available for
offs, 9 Months" Dividends, but be~ Cherge-offs Surplus and’

Ended Sept. 30, fore Charge-offs for Year Franchise Tgx

1026 Entire Year 19026 1926 for Year 1926
Boston § 533,345 § 711,132 § 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
Hichmond 533,000 710,667 105,000 605,667
Atlanta 936,426 1,248,564 340,327 908,237
Chicago 938,009 1,250,800 660,197 590,603
St. Louis 502,684 790,248 233,501 556,657
M_innsapolis 275,612 367,488 95,946 271,542
Kensas City 583,715 778,284 166,024 612,260
Dallas 531,019 708,024 41,296 666,728
San Francisco 1,160,000 1,546,667 662,000 884,667
Totals $8,366,066 $11,154,754 $3,306,428 $7,848,326
e —— e P — ] e ———
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STATEMENT SHOWING EARNING ASSET HOLDINGS OF ALL FEDERAL RFSERVE BANKS MOVEWBER 3, 1926 COMPARED WITH PREVIONS WEEX AND MOVFMBFR 4, 1925; ALSO WEEKLY

AYERAGE, OF EARNING ASSETS FROM DECEMBER 31, 1925 TO NOVEMBER 3, 192€ AS COMP?RED VITH COPRESPONNTMG PURIOD 1925 #D INTIRE YFAR 1925

Bille Discounted - Oct. 2
" " Nov.

W ~3

Net Crhenge

Bills Purchesed Oct. 27
b " - Nov, 3

Net Change

Govermment Securities ~ QOct, 27

" " - Nov. 3

Net Change
Total Earning Assets = 0Oct, 27
" " " - Nov. 3

Net Chenge

Comparison of ¥Weekly Averages of Farning Assets

(000 Omitted)

Dec. 31, 1925 to November 3, 1926
Seme period 1925
Entire year 1925
Net change from ssme period 1925

Net change from entire year 1925

Comparison of Actual Earning Assets

November 3, 1926
November 4, 1925

Net Chenge

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

Bostion New York Philadqlggii Cleveland Richmond Atlanie Chicago st. Louis Minneapolis Kansas City Dallas san Fran, Total
$32,405  $132,347 $40,916 $74,122 $41,866 $53,350 ‘106,0?1 $42,171 $12,099 ‘13,962 $20,070 .62,534 $ 631,923
23,975 172,4¢3 38,705 69,260 35,364 50,461 130,644 44,538 10,500 16,553 19,594 63,901 675,898
8,43¢c- 40,05¢+ 2,211- 4,862- 6, 502~ 2,889- 24,563+ 2,367+ 1,599- 2,591+ 476w 1,367+ 43,975+
34,296 48,221 26,015 28,148 13,701 34,829 44,488 5,716 13, 449 17,648 14,151 26,869 307,541
31,254 7,250 26,194 30,024 14,349 33,858 44,912 7,382 13,387 17,70 14,313 27,425 332,098
3,042~ 23,059+ 179+ 1,876+ 648+ 971~ 424+ 1,666+ 62- 62+ 162+ 556+ 24,557+
9,609 54,084 19,928 34,690 7,060 1,866 47,802 19,610 17,486 27,939 21,172 38,868 300,174
9,958 54,084 19,928 35,542 7,059 1,887 48,136 19,610 17, 486 28,349 21,439 38,868 302,346
349+ ~0= -0~ 852+ 1- 21+ 334+ ~0- -0~ 350+ 267+ -0= 2,172+
76,310 234, 6€2 88,859 136,960 62,627 30,045 198,371 67,497 43,534 59,609 55,393 128,271 - 1,242,138
65,187 297,717 86,827 134,826 56,772 86,206 223,692  71,53C 41,873 62,612 55,346 130,194 1,312,842
11,123= 63,115+ 2,032« 2,134~ 5,855= 3,839~ 25,321+ 4,033+ 1,661~ 3,003+ 41- 1,923+ 70, 7C 4
80,361 272,206 89,970 108, 23¢ 61,266 76,510 156,281 63,500 38,188 63,774 53,586 115,914 1,179,786
85,869 283,626 83,379 111,982 54,993 46,670 132,699 53,267 37,143 54,342 45,351 105,878 1,095,199
93,459 287,133 85,078 113,904 54,734 56,543 138,045 55,936 37,271 57,293 49,024 109, 86¢€ 1,138,291
5, 508- 11, 420~ 6,591+ 3,752~ 6,273+ 29,840+ 23,582+ 10,233+ 1,045+ 9,432+ 8,235+ 10,036+ 84,587+
13,098~ 14,9217~ 4,892+ 5,674~ 6,532+ 19,362+ 18,236+ 7,564+ 917+ 6,481+ 4,562+ 6,048+ 41,495+
65,187 297,777 86,8217 134,826 56,772 84,206 223,692 71, 530 41,873 62,612 55,346 130,194 1,312,842
117,461 286,104 88,899 118,012 53,897 91,465 154,9¢7 71,676 34,531 83,048 73,062 142,974 1,316,036
52,274 11,673+ 2,072- 16,814+ 2,875+ 5,259~ 68,785+ 146~ 7,342+ 20, 436~ 17,716- 12,780~ 3,194~
’
SUMMARY CF CHANGES FOR SYSTEM
. Bills discounted for week $43,575+
Bills purch.sed for week 24,557+
Government securities for week 2,172+
Total earning asseis for week 70,7C4+
Comparison of Weekly Averages of Earning Assetes
Dec. 31, 1925 to Nov. 3, 1926 against same period 1925 84,587+
Comparison of Weekly Avsrages of Earning Assets
Dec. 31, 1925 to Nov. 3, 1926 against entire year 1925 4,495+
Comparison of Actual Earning Assets Nov, 3, 1926
with Nov, 4, 1925 3,194~

9SEU 9’ 3 Auogny
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~A1]1 Members of the Board : Sub]'ect:___A —-—._izé#__»_ -

Mr. Noell e . ey
ERPEE S
Y -2 b ,
At the meeting of the Executiveé Committee yesterday there was
ordered circulated the amc_k_l‘e_d___l“e_atterﬁ‘rom the Secretary of the Open

Maerket Investment Committee enclosing copy of minuges of the meeting
of the Committee held here on September 10th/_¢_& q/a/;« bfoicd D22 . ~,(f -1
overnor Crissinger y '

L gk B
. Platt Fanat ¥ T
yg. Hamli
IM
« Cunningham :
r. Miller /
Cble MeIntosh

Please return to the Secretary's Office.

'.4-4_-...'-.';. — .
- imm——
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Septenber 18, 1936,

Dear Nr. Mattesont

Receiph (s acknovledged of lets
temiber 14th, addrassed to Governoy
ocorrested oepy of ib._rw_lgmg 10f ¥he ?/,o/;ééwux
Opm Harket Investoent Committes, -3
Septesber 10th, These mimutes have daen mhm- 333, 7%
tuted for thoss tyanmmittsd with your letter of J...af Fhl.ifew
Septeaher 13th,

Yory truly yours,

J. 0. Woell,
Assistant Bearetary,

Mr. ¥. 8. u“mn. BSecrotary,
Open Marke$ Investnent Coumittoe,
o/s Pederal Roserve Bank,
Kew York, N. Y.

ul
PR Sy
opeT ?ig!
'y ",""
~o

[ 4 -
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OFFICE OF
OF NEW YORK | THE GOVERNOR

FEDERAL RESERVE BANK

CONFIDENTIAL September 14, 1926

Sire:
Some slight 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
/LAM(«@/JW&&M
1 am enclosing a corrected copy herew1th§ Will you be good €?~/17'43
o 333.~4- “2)

enough to substitute this for the one previously eent you. ?_ ' 7 Tew

7B Nalteson
Secretary, Upen Market
Investment Committee

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

Enecl.

AT BXI0UTIVE COMMITTHR
METIANG,

SEP 15@

. ane Vit
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REPORT OF THE SECRETARY TO THE OPEN MARKET INVESTMENT COMMITTEE MEETING
o ) AT WASHINGTON, SEPTEMBER 10, 1926

Folloﬁviﬁg the action taken by the Comittée 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 émd shc(t:"t-
term securities to foreign correspondents the following iransactionms, in
addition to the sales of $7,337,000 to foreign correspondents approved at
the last meeting, 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 Liverty Loan
4 1/4%. 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 15, 1926 Treasury Notes
12,972,500 December 15, 1926 Certificates of Indebtedness

N\

These sales, which were made without replacement, have brought the total
System Aecount holdings at the close of business September 8, 1926 to
3209 975,000.

A special allotment of bankers accep;tances since the last meeting
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 l6ellotment of bills.

The Federal Reserve Bank of St. Louis which, on account of its re-
serve position, discontinued participation in System bill 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 statement attached (Exhibit “B"}) reflect the dis-

tribution to all participating banks of System purchases of bills from

U/‘ff pld 333 3%
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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 Inmvestment Account and Classification of
issues held in the account by maturities.

(B) statement 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 apportiomment plan put into effect January 4,

1926,

(C) Statement showing earning asset holdings of all Federal
reserve banks September 1, 1926 as compared with pre~
vious week; also weekly average of earning asset hold=
ings from December 31, 1925 to September 1, 1026 as
compared with corresponding period 1925 and entire year

1925,

igitized 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
SEPTEMBER 7. 1926 IN THE ACCOUNT BY MATURITIES

Holdings Holdingzs by Maturities

Boston $ 9,204,000 September 15, 1926 $ 59,395,000
New York 55,393,000 December 15, 1926 44,380,500
Philadelphia 5,165,000 March 15, 1927 76,878,200
Gleveland 13,860,000 December 15, 1927 29,321,300
Richmond 6,109,000
Atlanta 0 -
Chicago ¢7,541,500
St. Louis 14,409,500
Minneapolis 9,368,500
Kansas City 18,893,000
Dallas 19,388,500
San Francisco 30,643,000

Totals $209,975,000 $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 _APPORT IONMENT PLAN PUT INTQ EFFECT JANUARY 4, 1926

Bills Bills Over Bills Short
Acquired Bills Entitled Pro Rata Pro Rata
(Net) to Acquire Share Share
Boston $ 81,107,0C0 $ 74,924,000 $6,183,000 o
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 o 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 44,534,600 44,545,000 0 11,000
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
—— e

These figures reflect purchases allotted on basis of regular percentages but

do not include inter-System sales from portfolio.
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EXHIBIT "C"
STATRMENT SHOWING EARNING ASSET HOLDINGS OF AlL FEDERAL RESERVE BANKS SEPTEMBER 1, 1926 COMPARED WITH PREVIOUS WERK AND SEPTREMBER 2, 1925; ALSO WERKLY

AVERAGE OF EARNING ASSETS FROM DECRMBER 31, 1925 TO SEPTEMBER 1, 1926 AS COMPARED WITH CORRESPONDING PERIOD 1925 AND ENTIRE YEAR 1925

{000 Omitted)
Boston New York Philadelphia Cleveland Richmond Atlanta Chi cago St.Louie Minnespolis Kansas City Dallas San ¥ran,

m———

Bills Di scountsd - Auge 25 $39,499  $140,059 $49,850 $38,105 $45,347 $48,600  §73,604  §36,424 $14,060 $2,716 $22,610  $49,764
. - sept 1 46,064 176,243 45,611 33,467 47,649 50,166 69,993 39,266 16,218 12,341 25,261 64,969
Net Change 6,565¢ 36,184+ 4,239~ 4,638- 2,302+ 1,566+ 3,611= 2,842+ 2,158+ 375 2,651 14,305+
Bills Purchased - Aug. 25 17, 444 43,849 18,879 26,484 12, 707 26,545 35,191 8,417 11,789 14,513 12,246 26,552
. . sept 1 22,839 33,191 19,028 27,398 12,557 29,884 36, 529 8,569 11,778 14,355 11,356 25,997
Net Change 5,395+ 10,658« 149+ 914+ 150~ 3,339+ 1,338+ 152+ 1l- 158 890~ 555w
Govermment Securities = Aug, 25 10,638 60,266 20,454 35,214 7,842 1,995 50,175 21,216 117,527 30,729 22,877 42,284
" Sept 1 10, 486 60,713 20,369 34,986 7,74 1,883 50,730 20,9M9 17,377 30,167 21,752 41,781
Net Change 152 447+ 85= 228= 101~ 112« 555+ 237w 150~ 562= 1,125 503~
Total Earni ts = Auge 25 67,581 244,174 91,183 99,503 65,896 77,%40 158,970 66,057 44,376 57,958 57,733 118,600
geed Famlng Aesrte = Bent 1 79,389 270,147 87,008 95,851 67,947 82,533 157,252 68,814 4,373 56,862 58,369 131,847
Net CMO 11,508* 25’973+ 4.175‘ 30952- 20051+ 4.793" 1.718" 2.757+ 19997" 1.095' 636* 13, 247+
Weekly Aversge of Earning Assets
Dec. 31, 1925 to Sept. 1, 1926 81,272 269,956 89,559 104,746 60,558 73,422 150,617 62,746 36,569 65,285 53,248 112,889
Corresponding period 1925 83,167 279,704 81,307 109,969 53,330 41,424 130,218 50,,290 35,3177 50,299 42,249 101,198
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+
Dec. 31, 1925 to Sept. 1, 1926 81,272 269,056 89,559 104, 746 60,558 73,422 150,617 62,746 36, 569 65,285 53,248 112,889
Entire year 1925 93,459 287,133 85,078 113,904 54,734 56,548 138,045 55,936 37,21 57,293 49,024 109,866
Net Change 12,187-  18,777= 4,481+ 9,158« 5,324+ 16,874+ 12,572+ 6,310+ 702~ 7,992+ 4,224+ 3,023+
2zenssassa_eijiszeézuagtgzzﬁs
September 1, 192 79,389 270,147 87,%08 95,851 67,947 82,633 157,252 68,514 46,373 56,363 58,369 131,847
September 2, 1925 67 ,961 279,403 86."94 104,672 65,678 63,482 117,394 68,737 43,808 59.593 48’692 119’575
Net Change 11, 428+ 9,256~ 214+ 8,821- 2,269+ 19,151+ 39,858+ M+ 2,565+ 2,730 9,677+ 11,972+
SUMMARY FOR_SYSTEM
Bills discounted for week $ 55,710+
Bills purchased for week 1,135«
Go vernment securities for week 2,253~
Total earning assets for week 52,322+
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Weekly average of earning assets Dece3l/25 to SOpt.l/26
a§ainat corresponding period 132
Woekly average of earning assots Dec.31/25 to Sept.1/26

Compar: SR Bt SRt re Feat 19220t.1,1926 with gept. 2,1925 Fa:208¢

100,735+

Total

$ 570,638
626,348

55,110+
254,616
253,481
1,135-
321,217
318,964
2,253-
1,150,111
1,202,493
52,322¢

1,159,967
1,059,232

100,735+
1,159,967
1,138,291
21,676+

1,202,493
1,126,089

76, 004

9SEN "9" 3 Aoypny
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Report of the ¢. .. .an to the Open Market Investmen. Jommittee

September 10, 1926.

Bk b %

Changes Since Last Meeting

Open Markct Account:

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

s

on August 17, the special investment account has been reduced from 270 g}}lion |

H
H
i
H
}

M e
~ i

dollars to about 210 million dollars. Of this amount 39 million represents {:
sales to the Treasury and 21 million sales to a foreign correspondent , exactly |
i

!
offsetting gold imports. The net result of these operations was, therefore, toi;

i

take out of the money market the amount of funds represented by the securitics i
sold to the Treasury, which were paid for by withdrawals from depositary banks

throughout the country.

Federal Reserve Credit:

The result of these sales was to increase the direct borrowing by
member banks, and bills discounted on September 7 amounted to 611 million com~
pared with 535 million dollars on August 18 and 630 million a year ago. Total

bills and securities of the System on September 7 were 1,187 million, a figure

whic Ihas been reached or exceeded several times this year and which is gbout

ki . .
C§§the same as a year ago, whereas they have as a rule this year been exceeding

last year's figures by about 100 million dellars. The following table shows the
bills and securities of the System on August 18, September 7 this year, and

Scptember 9 a year ago.

BILLS AND SECURITIES - FEDERAL RESERVE SYSTEM
(millions of dollars)

Sept. 9, 1925 Aug. 18, 1926 Sept. 7,1926

Bills Discounted 639 535 611
Bills Purchased v 214 254 261
U. 8. Securities 327 360 311
Other Securities .16 -3 4
"Total Bills & Securitics 1,190 1,152 1,187

ederal Reserve Bank of St. Louis
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g Tt will 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
igfluence of the increase of rate of the New York bank, and increasing fall de-
mands for credit, are shown in a considerable increase in money rates, as indi-
cated iﬁ fhe following table.

MONEY RATES AT NEW YORK

Sept. 9, 1825 Aug. 17, 1926 Sept. 8, 1926

Commercial Paper 41/4 41/4-41/2 4 1/2
Bills(90 day) : 31 3 5/8 37/8
March Certs- & Notes 3.26 3.42 3440

F. R. B. of N. Y. rate 31/2 4 4

We are thus entering the Fall with a rate structure substantially
higher than & year ago. Five of the Reserve Banks are also operating with a
higher discount rate than was the case a year agoe.

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 increaso
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 anc
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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Buginess and Financial Situation:

Business continues to be maintained at a high levpl,_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 will 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 im conservative fashion and there is little evidence of
overproduction or 6f speculative tendencies outside of the security markets.

The business public appears to bé critically-minded to observe any urwholesome
tendencies in the business situation, as may be indicated by the recemt 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 contimuance of hand to
mouth buying, and in the stability of prices of other than agricultural commodi-
ties. It ig difficult to discover any grounds for serious business disturbance
\ip the immediate future.{:fVen 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

themgelves felt there will 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 f?rther sale of securities atf thig time would in all probability be

et iR

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 teo
about 200 million dollars and a further dissipation of this portfolio would leave
the System with little control over the market in case of some future emergency.
In the 1light of these various considerations it would appear to be wise
to defer further open market action for the present until there is a chante to ob-

serve the effect on the situation of the causes now operative and to observe fur-

ther the tendencies in the volume and quality of credit as the Fall season advances.

,//’J
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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

Es?s?;..-‘:.ﬁy¢f’

Presents:

Governor Crissinger
Vice Governor Platt
Mr, Hamlin

Mrs James

Dr. Miller

Mr. Cunningham

Mre McIntosh

Members of the Board
Acting Chairman Cape
Governor Harding
Governor MeDougal
Governor Norris
Mre F. Jo Zurlinden, Deputy Governor of the
Federal Reserve Bank of Cleveland,
representing Governor Fancher
Members of the Committee
Under Secretary of the Treasury Winston
Agsistant Secretary of the Treasury Dewey
Mr. Matteson, Secretary
Mre Noel
Mr. Goldenweiser
Mre McClelland

The meeting was called to order at 11:00 o%clock ae. me by
Governor Crissingers
On motion, it was

VOTED to dispense with the reading ofthe minutes of the
last meeting of the Committee held on August 17, 1926.

The report of the Secretary with accompanying exhibits was
presentedes

The report of the Chairman of the doﬁmittee was presented and
read and there followed a full 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

ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis
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as a whole having shown a substantial increases

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 $50,000,000e

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

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

K:§ securltzes 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 dayse In the same comnection Mr. Case stated, that owing to the dis=

counts at the New York bank it would be necessary to sell only a small smount

(if any) of Government securities to New York member banks, probably $25,000,000

or $30,000,000 at the moste

Mr. Case reported on the condition of the foreign ascounts stating

the changes which had occurred since the last meeting of the Commitices

On motion, the meeting adjourned at 1l p. me

(Signed) W. B. Matteson

igitized for FRASER
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T All members of the Board. Swibviect:

From.  lUre Hoelle .

This is to remind you that « metw

Investaont Camittce will be held in “ashington on Friday,

Septeumber 1Uth, at 11 o%lock aen.

L o
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September 7, 1928,

Dear Mr. Case:

I soknowledge receipt of and have brought
to the attention of the members of the Board
your telegram of 8 3rdy, addressed to
vernor Crissinger, advising that following
your oonversation with him over the telephone
on that dey you arranged & meeting of the Open
Market Investment Committee to be held in
waahington on Priday, September 1Gth, at 11
o'clook &.m., standard time.

Very truly yours,

Jc Ce "0011‘
Assistant Seoretary.

Mr, J. H. Case, Deputy Governor,
Pederal Reserve Bank,
¥ew Tork, B.Y.
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. TELEGRAM

FEDERAL RESERVE SYSTEM

(ILEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.,

HF
YXE.%FQQVER Nos |

42nrfe
ewyork 1156a ggt 5 /726

@overnor }’irug inger
R Wwashn

i;llowmg ny taik. with you over the telephone this morning I have armed
t mting of the: apen mrket imstment committee to be held in laahmstﬁn
fridaw Septhnber 10, at eleven oolock am standard time.

or _ Case ‘

Acting Chairmay
© 1106am

SEP 7 1026
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Boidre of tne Board Subject: . . L
L2328

At the meeting of the Board yesterday, there was
ordered circulated the attached letter dated August 20th from
the Secretary of the Open Market Investment Committee, trans-
mitting copy of the minuteg of the meeting £ the Committes held
in New York on ,195'_13_*._‘7;3" fted 332,42 20, i gl oo
vernor Ori.ssi.ngor
- Platt
Mr. Bamlin
“Miller
- James

: ,,
Mr. ucxntoah./

Please return to Secretary's office.

Ig ItiZed ddvimkaes raumda ornios
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis



Digitized for FRASER
http://fraser.stlouisfed.org/

r Reproduced from the Unclassified / Declassified Holdings of the National Archives i e

| . DECLASSIFIiED
) Authority E,0. 12354 -
‘- . e " B

LE .

FEDERAL RESERVE BANK

OF NEW YORK oo

CONFIDENTIAL August 20, 1926

Sir: Ot h
&/ %zaouw 3334
Enclosed please find copy of the minutes/of ?_(;wé, et :

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,

W. B. Matteson
Secretary, Open Market
Investment Committee

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

AT BOART MWFTING
ALG 24 1926

Federal Reserve Bank of St. Louis
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REPORT OF THE SFCRETARY TO THE OPEN MARKET INVESTMENT COMMITTEE
MERTING AT NEW YORX, AUGUST 17, 1926

v | _

At the last meeting of the Committee a motion waS.passed giying authority

10 make temporarj purcheses or salec in the System Aécount within a range of
$50,000,000 to relieve undus firmness in the money market over the end of the month,
TheAshifting of funds to meet heavy interest and di&idend»disbursements was partial -
Ly offset by the purchase for Treasury Account of $60,000,000 Third Liberty Loan
4 1/4% bonds, with the result that money coﬁditions held‘fairly stable throughout
the July 1 period, Thefefom it was not necessary for thelCommittee to make purchas-
es or sales under this‘authority. |

Trensactions in the System Special Investment Account since the meeting of
the Open Market Investment Committee held in Washington on June 21, 1926 have.con-
gisted of sales of certain issuesito the Treasury ﬁepartment and tb foreign corres-

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

-

thé exception of a recent sale of $4,800,000 September 15; 1926 Treasury Notes 1o
a fofeign correséondent. This leaves the System Account holdings at present.
$270, 200,000, These transactions, which were consummated with the approval of all
members of the Committee, are as follows:

Sale to foreign correspondentsof: |

o 810,000,000 December 15, 1926 certificates on 3u1y 7/10

0
2,000,000 December 15, 1926 certificates on July 28
4,800,000 September 15, 1926 Treas. Notes on Aug. 7

?
s
Sale to the Treasury Depariment: .

$30,000,000 Third Liberty Loan 4 1/4% vonds on June 29,

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

‘ In this connection it will be noted that there is at present in the System
Account a balancé of $24,425,500 Third Liberty Loan bonds, and approximately
$15,000,000 owned outright by other Federal reserve banks, which the Treasury has

A advised it is desirous of pﬁrchasing.
Sbecial allotments of dankers aceeptances during the period consisted of

the sale by the New York bank of 512,473,000 to replace maturities in the all¢tment
Digitized for FRASER
http://fraser.stlouisfed.org/ }
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qf $15,998,500 of bills {made April 16 to the Atlanta bank in liecu of the releass
of a like amount of Government sccurities representing their participation in the
Speecial Investment Account) and the distribution of $3,355,000 to all other partaci-
rating 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 bill purchases,

Fiéﬂres shown on statement attached (Exhibit "B") reflect the distribu-
tion to all participating banks of System purchases of bills during the current
year; the overages and shortages shown thereon have since been adjusted in the usual
manner.,

In line with the possidle Treasury financing on September 15, 1926, it
will 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 Speeial Invest-
ment A ¢, the balance being held in the portfolios of various other reserve
banks, \\

\} ;» Attached are the following exhibits:

QVﬁ‘dr 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 all reserve banks

from August 11, 1926 as compared with previous week; also
weekly average of earning assets from December 31, 1925 to

August 11, 1926 as compared with corresponding period of
1925,

D! H

In addition te the transactions referred e above, there was sold from
the Spesial Invesimant Acseunt yesterdsy, August 16, $2,337,000 par value U.8,
4 1/4% Treasury Netes due September 15, 1926 whiech were net replaced.
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Exhibit ®aY

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

AUGUST 11, 1926 TN THE ACCOUNT BY MATURITIES

Boston

New York
Philadelphia
Cleveland
Richmond
Atlanta
Chicage

St. Louis
Minneapeolis
Kansas City
Dellas

San Francisco

Totals

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

Holdirngs
$ 11,843,000
71,280,000
6,646,500
17,835,000
7,861,500

0

35,443,000
18,542,500
12,056,500
24,311,500
24,949,500

39,431,000

$270,200,000

e ]

Holdings by Maturities

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

Scptember 15, 1928
3rd L/L bonds

$v67,222,000
57,353,000
79,978,200
41,221,300

24,425,500

$270,200,000

—
-
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Exhibit "BY

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
UNTER APPORTIONMENT PLAN PUT INTQ EFFECT JANUARY 4, 1026

Bills Bills Over Bills Shert
Acquired Bills Entitled Pro Rata Pro Rata
{Net) to_Acquire Share Share
Boston $ 74,188,000 $ 66,944,000 $7,244,000 0
New York 224,103,000 225,347,000 0 1,244,000
Philadclphia 76,080,000 76,506,000 0 426,000
Cloveland 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 Francisce 85,492,000 86,070,000 0 218,000
Totals $959,379,000 $959,379,000 §7,244,000 $7,244,000
WWWW

Theso figures rcflect purchasos allotted on basis of rcegular percentages but

do not include inter-System sales from portfolio.
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STATEVENT SHOWING EARNING ASSFT 4OLDINGS OF ALL FEDEAL RESERVE BAVKS AUGUST 11, 1926 COMPARED WITH PREVIOUS WEEK A'M AUGUST 12, 1925, ALSO WEEKLY
S AND EATIRE YEAR 1925

A ST AT B ]

AVERAGE OF EARNING ASSETS FROM DECRMBER 31, 1925 To AUSUST 11, 1926 AS COMPARED ITH CORRESPONDING PFRIOD 192

(000 Omitted)

Boston New York Philadelphia Cleveland Richmond Atlants chicugo

Bills Discounted - Aug. 4§ 30,506 $166,228 $42,107 $36,547 $43,248 $44,094 $56,137
" " "1 24,220 190,253 37,810 42,890 44,665 44,102 52,065
Kot Change 6,286~ 24,025+ 4,297~ 6,343+ 1,518+ 8+ 4,072-

Bills Purchased - Aug. 4 19,860 34,757 18,305 23,334 10,696 27,649 35,357
" - » 1 21,748 37,066 17,996 23,014 10,495 26,145 33,037
Net Change 1,868+ 2,309+ 309~ 320~ 201- 1,504~ 2,320~
Government Securities - Aug. 4 12,898 73,869 21,723 38, 417 9,342 1,893 56,374
: " " " 11 12,687 72,602 21,605 38,101 9,202 1,967 55,915
Net Change 211= 1,267 118~ 316- 140~ 74+ 459~

- Total Farning Assets - Aug. 4 63,284 274,854 84,135 98,298 63,186 74,336 147,868
.. . » "1 58,655 299,921 79,411 194,905 64,363 72,914 141,017
Net Change 4,629~ 25,067+ 4,724~ 5,707+ 1,177+ 1,422~ 6,851~

1y Average of Farning Assets
Dec. 31, 1925 to Aug. 11, 1926 82,147 270,243 89,767 105,236 59,963 72,792 150,165
Corresponding period 1925 84 467 281,317 80,544 110, 491 52,942 39,358 130,637
Ket Change 2,320~ 11,074~ 8,923+ 5,255~ 7,021+ 33,434+ 19,528+
Des. 31, 1925 to Aug. 11, 1926 82,147 270,243 89,767 105,236 59,963 72,792 150,165
Entire year 1925 93,459 287,133 85,078 113,904 54,734 56,548 138,045
' Net Change 11,312- 16,89~ . 4,689+ 8, 568~ 5,229 16,244+ 12,120+
Comparison of Earning Assets

August 11, 1926 58,655 299,921 79,411 104,005 64,363 72,914 141,017
August 12, 1925 ' 82,780 266, 423 80,656 120,956 58,772 56,443 107,072
Net Change 24,125~ 33,498+ 1,245~ 16,951~ 5,591+ 16,471+ 33,945+

SUMMARY TOR SYSTEM
Bills di scounted for week
Bills purchased for wesk
Covernment securitics for week
Total earning asseis for week
Weekly aversge of ecrmin. assets Dec, 31, 1925 to
Auge 11, 192( against corresponding peried 1925
Weekly sveirage of ecrring asseis Dec. 31, 1925 to
Ayge 11, 1926 againsi entire yeer 1925
Comparison of earning assets Aug. 11, 1926 with
Aug. 12, 1925
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St.Touis Minneapolis Kansas Clty Dallas gan Francisco Total
35,198 $10,753 $18,100 $17,972 $46,775 & 547,605
.30',345 9,354 10,742 18,272 44,292 549,011
4,853~ 1,439~ 7,358~ 300+ 2,483- 1,406+
5,521 9,201 12,751 9,634 21,407 228,492
6,856 9,561 13,121 9’575 22,354 230,968
1,335+ 360+ 370+ 59= 947+ 2,476+
24,328 19,828 35,018 26,723 49,807 370,220
23,999 19,614 34,586 26,297 49,107 365,682
329~ 214~ 432~ 426~ T00= 4,538~
65,047 40,322 65,869 54,329 117,989 1,149,517
61,200 39,029 58, 449 54,144 115,753 1,148,861
3,847~ 1,293 7, 420~ 185 2,236~ 656
62,207 35,790 65,957 52,842 112,088 1,159,197
48,207 34,438 49,655 41,519 100,122 1,054,057
14,000+ 1,352+ 16,302+ 11,263+ 11,966+ 105,140+
62,207 35,790 65,9517 52,842 112,088 1,159,197
55,336 37,271 57,293 49,024 109,866 1,138,291
6,271+ 1,481~ 8,664+ 3,813+ 2,222+ 20,906+
61,200 39,923 58,449 54,144 115,753 1,148,861
65,381 43,314 55,659 48,107 105,210 1,090,773
4,181~ 4,285 2,790+ 6,037+ 10,543+ 58,088+
$1,406+
2,476+
4,538~
€ 56~
105, 140+
20,906+
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.[:ihe 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, L////

——

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

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

P e

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

perhaps the most importent 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-
speculation and by a subsequent decline in activity.

There are, however, fow 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. Prieces of commodities have been
remarksbly steady, with the exception of farm products which have tended to decline,
The principal example of speculative sction 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 interesti]

Volume of Credit,
The reporting member banks are extending sbout 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 country's growth., The present volume of business
is not requiring eny exceptional srowth in credit. About half of the increase
since a year =po has been in bank investments and loans on securities.
The country has been using about 100 million dollars more of Federal Reserve
eredit 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 bills and securi=-

ties was as follows on August 11l:

Table 1 & =~ Total Bills and Securities

(in millions)

Aug, 12, 1925 August 11, 1926
Bills discounted 538 549
Bills purchased 212 231
U. S. Securities 329 366
Other 12 3
Total Bills and Securities 1,091 1,149

A further analysis of bills discounted, which constitutes the portion of
Reserve Bank creéit 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, bills discounted are markedly
smaller than in 1925 or in 1923, Total bills discounted for the System are 250 mil-

lion less than in 1923 and a little larger than last year,
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Table 2 = Bills discounted - by districts
{(in milliéns)

Aug, 15 Aug, 13 Aug, 12 Aug, 11

1923 1924 1925 1926

Boston 51 12 43 24
New York 196 30 173 190
Philadelphia 66 21 46 38
Clevelend 63 23 73 43
Richmond 69 33 47 / 45
Atlanta 42 30 28 44
Chicago 76 34 39 52
St. Louis 51 18 23 30
v Minneapolis 30 14 7 9
Kangsas City 39 13 8 11
Dallas 46 22 10 18
San Freaencisco 73 19 42 44
Total 201 266 538 549
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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 in the direction of caution and conserva-

tism,

&

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

e

3 1/2 per cent to 4 per cent, and the results of this change are not yet fully

_apparent.

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 L//f

credit outstanding may be converted into disecounts, for which the member banks feel
direct responsibility.‘ This would h%;;_;;;—;;;;;;—;; sub jecting future extensions
of member bank credit to still closer scrutiny end would make present discount
rates more effective. There does not now seem to be, however, any reason for drastic
or rrecipitate action in the sale of securities which might disturb the financine of
fall trade and agriculturetf

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 increasine 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 welX for the cormitteec to have authority to replace the
gecurities sold by purchases in the market, if at any time the money market was
seriously disturbed.

A still further problem which the committee will wish to consider is raised by
the maturity on September 15 of 67 millien 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 sugrested

D@”Eed“”FRAsggle to the Treasury,
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At the meeting this morning there was ordered ocirculated the attached
letter, dated June 24) froam the Secretary of the Open Market Investment
Comnittee trammitting copy of the minutes of the joint meeting of the Committee
and the Federal Reserve Board held in Was;ington on June 21.

4-2/-7 6 [hed 3%.-4 -2
Governor G\/iesihgor/ ?"’“ "‘“é }f”'vvi‘mm

lro Platt
Mr, HamlinL—
Naw-digdider
Mr, James

Mr, G'unninght.l
Nr. MoIntosh

Please return to the Secretary's office for filing.

GOYERNMENT PRINYINT SFVIOR
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FEDERAL RESERVE BANK

OF NEW YORK

PERSONAL AND GONFIDENTIAL June 24, 1926

Mr. ¥alter L. Eddy,

Secretary, Federal Reserve Board,

Washington, D. C.

Dear Mr. Eddy: g2/-2 éuu& 333,76
1 am enclosing copy of the minu:gggggf the Favad Frewet

joint meeting of the Open Market Investment Committes

and the Federal Reserve Board held in Washington,

June 21, 1926.

Vghy truly yours,

%. B. Matteson
Secretary, Open Market
Investment Committee

Enel.
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June 18, 1926,

7o the lenbers of the

since the last cormpleso roport to the Gowernoxs on tho forsiin nao-
osunts wvhioh was nafe at the Comferctoe in liaroch, thore has been a farther
imarease in thc total apouns of forel:m monlos with us, the agrrernte now boing
+132,000,000 a8 ompared with J167,000,000 on Lareh 10 and 563,000,000 one yoar
80, he 'm;xart:mt cuargros in tho foreipn ascounts have bean as follows: (1)
decroases of 5,000,000 and (23,000,000 in tiw bills held respeotively for the
Hational Sani: of wnyary and the Reichabanx, and {2} increanses in the holdin:s
of Treasury ssouritios of about 1,000,000 for the igomt Goneral for Zeparntion
dgyments, 5,000,000 for the Bank of ngland and (4,000,000 for the Hational
Ba: of lungary.

the 20id held under samari for foreirn bmuzs has incroased from
32,000,000 to 62,000,000, this inorense Leing accounted for in the holdings
of tho Holohsbanik,

Vith respest to the loans on £old to $ho Dank Polski, the seoond
renewal poriod of three months expired on liay 206, DJue to tho unsettlerent in
Joland at that time, we thowht it advissble to cable for furthor assuranocs
a3 % tho status of the Janit Jolskil bofore contimuing the oredit for anethor
thros nonths and fixing o rate to be effeotive for that period, A satisfactory
raply $o owr Inguiry was jronptly recovived from Poland and wo nocordingly
axtanded the oradit for ancther three months to mature Jwast 25 at the swme
rate, namely 4=1/25, You will observe that the muount of advancos t- the
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Dap: 20lscl cutstanding at present ls 7,600,000, s deorease of 1,300,000
sinoe Laroh 10, You will mcall that the agreen-nt oateyed into with the lanic
~oleki on August 26, 1925, onlled for a three months oredit with threo renowmls
80 that tho prosent sgreanont expires at the and of the exiasting renewal on
Xxmst 28, 1976,

A omsparativo statanent of the forelpn acof0unts in detall is attash-

ol hereato for tie Infomation of the Jommittes,

V17

G L, HamIson,

Demmty Govermor,
J. 03
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REPORT TO OPE. MARKET INVESTLE:.T COMKITTEE
(Figures as of June 16, 1526.)

COIPARATIVE STATK}ENT OF FOREIGH ACCOUNTS

Report to
Governors' Confererce
To-day 2/10/26 Year Age
Total Balances $ 6,355,954.80 $ 4,814,815.51 $ 6,007,392.29
Total Bills 55,089,417 .84 €3,008,377.21 33,459,616.62
Total Treasury Securities 72,876,000.00 61,945,000.00 2,738,000.00
Total Gold karmarked 22,960,000.00 EZ,Q,OO0.0G 14,914, 260,00
Sub Totals $187,221,372.64 $182,168,192.72 $57,119, 268,91
Custodies not participated 5.426,510.21 41 4 6,747.172.94
TOTALS  .......... $192,647,882.85 $187,599,504.96 ;63,566,“1.85
FREE BALANCES BILLS TREASURY SECURITIES EARMARKED GOLD
6/16/26 3/19/26 6/16/26 Y1042¢ 6/16/26 Y¥10/26 16426 10/2
Agent General for Reparation Payments § 49,479,.20 $  31,186.14 $ 0 $ 0 $ 6,165,000.00 $ 4,945,000.00 $ o] $ (o]
Bank of England 1,791, 368.14 1,348,510.98 0 0 50,250,000.00 45,000,000 .00 0 0
Bank of France 65.80 65.80 0 0 0 0 0 0
Bank of Japan 500,082,178 500, 340.11 4,532,220.62  4,523,841.45 0 0 0 0
Bank Poleki 131,713.26 124,365.99 ° 0 0 0 () 0
Bank of the Republic of Colombim 976,053.47 1,482,517.43 0 0 0 0 1, 500,006 .00 1,000,000.00
Banque Nationale Suisse 99,567.96 99,722.61 14,442,272.03  14,749,598.19 0 0 6,400,0C0.C0 6,400,060.60
Czechoslovak National Bank 100,057.97 100,159 .68 (/] 0 0 0 0 o]
De Javaeche Bank 250,618.05 250,181 .45 7,883,227.25  1,747,618.31 0 0 0 0
De Nederlandsche Bank 250,151.03 249,981.37 14,346,079.71  14,165,214.41 0 0 0 0
National Bank of Belgium 855.20 841.68 0 0 0 0 V] 0
National Bank of Hungary 99,720.70 100,005.63 191,726.79 5,658,175.58 4,461,000.00 0 0 [}
Reicaebank 1,906,491.40 319,049.26 13,693,%91.44  36,153,929.27 o 0 45,000,000.00  25,000,000.00
Sveriges Riksbenk 199,729.84 147,887.38 0 0 12,000,000.00 12,000,000.00 0
TOTALS suveavescensnseess  $6,355,954.80  $4,814,815.51  $55,089,417.84 ¢83,00€,377.21  $72,876,000.00 $61,945,000.00 $52,900,000.00  $32,400,000.00
FOREIGH LOA:S Oi 3QLD
Goli Collateral
Te Apouit Rate _laturity Date Azgunt Held by
Bark Polski $7,500,000,00 -1/2% Aug.25, 1926 $10, 597,576,154 Bank of kngland,
g - -
T COMMIISSIONS EARUED
From 3/11/26 to 6/16/26 inclusive,
Banque De Neder- Sveri zes
Agent Geperal Bk, of Japan _Natl,Sujsee De Javasche Bk. _landeche Bk. H,B,of dunzary Reichsoank Rikebank Totalg
Bankers Acceptances § 0 $1,807.42 % 4,538.85 $ 2,704.77 $ 4,571.63 $ 56.99 $6,200.78 § © $19,881.44
Treasury Securities 1,143.50 0 0 0 0 978.92 0 2,200.34 4,322,176

$ 24,204.20
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REPORT OF THE CHAIRMAN TO THE
OPEN MARKET INVESTMENT COMMITT

The report of the secretary gives the details of operations since
the last meetings As far as policy is concerned, the two principel problem§
center around the changes in the money market due to the tax period, and the
policy of the committee for the coming few months in view of the general

credit situations

Jax Feriod

The detail of gains and losses to the New York money market as a
result of tax period operations, together with the posit@on of reserves of
the New York banks from day to day, are sﬁown in the following tables 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 itax collections, the surplus of funds on June 15 and 16 was
only temporary and by Fridey, when the ba;ks average up their reserves, the
situation was z;gain at equilibrium,

As this week begins the prospects are that the banks in principal
centers will be steadily losing in their reserves through the accumulation of
Treasury balances at the Reserve Bankss Just as the problem last week was
to prevent too great ease in funds, so the problem this week will be to prevent
too rapid a tightening; and the same may be true of next week, when semi-annual
settlements will coincide with requirements of currenoy over the July 4 holidaye.
Various methods for offsetting & disturbance to the money market at this time

may well be considereds The situation may be met partly by Treasury investment
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of part of its surplus. It may be desirable alse for the committee to make
temporary purchases for a few days, and authority should be secured for such

operationse

The General Situatione

At the time of the governors'® conference there was some anticipation

of a recession in businesse Since that time there has been a reduction in

‘s;me lines of business activitye Production in various textile lines has been
considerably curtailede Production of iron and steel has decreased glightlye
Building activity is not quite as intense and reports for May by the New York
3 State Department of Labor, and by the Phiiadelphia Reserve Bank for the Phila=-
delphia district, indicate a decline of about 2 per cent in factory employment.
Wholesale and retail trade have been a little unsatisfactory, but that may
largely be aseribed to the weathers This about concludes the evidence of\n
rocession, for, in general, business has continued at high speed above what we
may call normal activity. Car loadings are large; production is large in most
lines of industry; automebile output is exceptional; bank debits indicate a very
large measure of activity; and taking all the evidence together there has been
no such recession as was anticipated earlier in the yeare
As far as credit is concerned, the country hes continued to require

about the same volume of credit as in the spring and there has been no perticular
seasonal rcductione

[: Industrial stock averages now within 6 to 8 points of February high,
and 10 points above March low; and rails are practically at the year's highe
The recent~fise appears to be stimulated by general belief that money will be

very cheap, and by apparent failure of expected business recession to materialize,
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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 issues

The rise in stock prices has been accompanied by an increase of locss
than 100 million in brokers loans, which are still 700 million below the peake
Stocks are being cerried much more largely on loans direct to customers by benks
outside New York Citys These banks are lending 400 million less to brokors in
New York, but their total loans on stocks and bonds arc as large as at year's
high points Thus the total amount of credit cmployed in carrying securities

has decreased much less than the brokers loen reports indicate and is only aboutl

i

200 million below the high pointe f
The general situation ;;y be summarized by saying that the picture is

not clear as to which direction business and credit arc likely to takes A

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

a continued recession in business is possibles 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 tcmporary changes as may

be necessary in tho next two wcekse
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June 186, 1926

GAINS AND LOSSES TQ NEW YORK MONEY MARKET

JUNE 12 14 15 16 17 18 )7
Gains to the market:
Treasury transactions:
Notes redeemed(Net ) o o0 10 3 ¢ O o
Interest paid 0 o© 29 5 2 1 o
Checks and warrants cashed 2 3 3 4 2 6 Z
Securities purchased o 2 12 0 0 © o
Commercizl and agency transact ions:
Securities purchased for other Federals o 7 o o0 0 O o
Transfers and checks settlanents 1 0 54 22 0 O 0
Net Coin and currency receipts 0 O 4 3 0 O /
Operations for foreign acc-unts (Net) 0 0 1 0 0 O 2
Reserve Bank Transactions:
Acceptances bought 0 6 3 0 1 6 o
Acceptances, sales contracts, increase 0 13 0 O c 15 0
Securities, sales contracts, increase 0 0 0 0 0 4 0
Securities bought for System's account 0 6 1 0 20 5 0
Net increase in loans to New York City banks _O _O 0 o0 5.3 o
Tetal gains 3 37 217 37 30 68 5
Losses by market:
Treasury transactions: V7
Income taxes collected 2 3 6 95 1l& 16
Cust ms and other receipts 2 2 5 6 0 /
Foreign debt payments (cash) o 0 4 0o 0 0 o
Cemmercial and agency transactions:
Transfers and check settlements o 1 0O 0 19 21 24
Net coin and currency payments 1 © o o0 8 7 0O
Operations for foreign accounts - net - 1 2 0 0 0 1 o
Gold edports 0 0 o 1 0 © o
Reserve bank transactions:
Acceptances matured 0 6 4 4 5 0
Acceptances, sales contracts, decrease 0 o] 0 11 7 0] o
Securities sold frcm System's account 10 40 10 0o O O P
Not decrease in loans to New York City banks 7 6 39 _8 O O /3
Total losses 23 60 68 105 58 50 72‘.
Net gain for day 149 18
Net loss for day 20 23 68 28 “2
Reserve position of 23 leading New York City banks: y
Actual reserves at opening of business 595 569 537 680 648 599 6 fi
Average reserves 601 569 558 589 601 600 #97
Reserve requiramnents 602 599 599 603 603 603 €02
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p £ REPORT OF THE SECRETARY TO THE OPEN MARKET INVESTMENT 3 5 ) —"é -y’
e/ 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 the money market indicate W
any need for doing sa, tho amount of securities in the

System Account be increesed to 8300,000 ooo"

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

~

stipulatign by the latter that //N//’AM

- "no purchases shall be made after Apr:.l 15 1926
without further oonsideration,

the Committee suthorized the _pgrchase from time to time of short-term Goverment
securities in the market ae a result of which the holdings in thig aceount aggre=
gated $275,000,000 by April 15, Transaotions during the June 15 tax perioed con-

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

$36,500,0_00 represented maturing obligations, and $14,500,000 sales of other
' issues to foreign accounts to replace their vJu‘ne 15 maturities; also purchases
in replecement of approximately $45,500,000, ae a result of which the holdirgs

in the System Account at the present time aggregate $270,500,000.

Special allotments of System invesiments were made d\:.ring the period
' as follows: - on April 16, at the request of the Atlanta bank, their participa-
tien in Govermment securities held in the System Special Investment Agcount

emounting to $15,998,500 was prorated to other reserve bdanks in excharge for

a like amount of bankers avceptances in order 'that_ the Atlanta bank might maintgip'
the proper gold reserve to deposit liability cecasioned by large- shipments of-
Federal reserve notes to meet a temporary curreney conditien at their Havana

agency. As the Atlanta bank has g:oi yet been in e position te take back these .
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goverments, the New York bank has from time to time replaced the bills which
matured through the sale to date from its portfolio of approaimately $12,000,00C,
The Federal Reserve Bapk of New York also sold from itsvportfolio to the Federsc.l
Reserve Bank of Minneapalis about $10,000,000 of bills on April 12 in order to be
of assistancé in building up their declining esarning assets,

The Federal Reserve Bank of St. Louis on March 31, 1926, requested thet
they be relieved temporarily of participating in System purchases of bills and
securitiess In order to be of further assistance the Cemmittee purchased from
the S5t. Louis bank from March 31 to June 1, bills aggregating $10,650,000 which
were redistributed to the other partiéipating banks. By June 7, however, their
improved position permitted them to resume their participation in both govermments
and bills.

The United States Treasury found it unnecessary to make any offering
of Government securities an June 15 and similarly found it unnecessary to withdraw
any funds from its government depositaries, The rodemption 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 peried from June 12
to 18 of Govermment securitiies from the System Special Investment @ccount aggregaﬁ-
ing $25,000,000« The selling of these securities exerted a stabilizing influence
on the money market so that call rates did not go below 3 1/2%.

The heavy tex payments on and immediately following June 15 will result
in the Tfeasufy 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 Bondss.

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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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,

Statement Showing Earning Asset Holdings of All
Reserve Banks June 16, 1926, as Compared with
Previous Week, Also Weekly Average from December
31, 1925 to June 16, 1926, as Compared with Correse
ponding Perind of 1925, o

Statement Showing Estimated Net Earnings Over
Expense and Dividend Requirements for year 1926,
of all Reserve Banks based on Figures Furnished
Committee as of May 31, 1926; Also Estimated
Charge~offs for Entire Year,



STATRMENT SHOWIN] SAPMIIN, ASSIT HOLDIIGS 07 ALL FELEPAL RESIZRVE BANKS JUNB 16, 1926 COMPAPED lI'l'h PREVIOUS WEEK MND JUNKE 17, 1925; ALSU WEEKLY AVERAGE OF EARNING

...... A BEAARS

l'.x}ﬁur .C.

“(coo ozut.od)
beoton uge York Phjladeiphia Cleveland Richmend 4tlanta Chicage 8t, Leuie Mimneapolis _Kansas City Dallas Sen Franciece Totel
Bille Diocounted - Ju:o 9 $22,552 $114,013 $45,311 $43,765 $46,013 435,232 $46,311 $24,593 45,940 $20,117 $11,142 $33,114 § 448,163
- . 16 18,953 67,066 43,064 44,359 45,438 36 ,610 43,555 23,912 4,149 18,637 11,309 37,278 393,33
Kot Change 3,597- 46,947 2,301- 594+ 575= 1,378+ 2,756- 1,681- 1,791- 1,490- 167, 4,164¢ 54,833
Bille Purohased - June 9 16,153 65,873 13,108 23,283 11,173 34,919 31,676 4,987 11,0822 12,625 10,792 23,405 249 ,021
. . 16 14,123 44,070 14,755 22,328 11,647 27,939 32,257 6,432 10,713 12,768 10,974 25,143 233,159
Net Change 2,030~ 2} ,823. 1,647 935 474+ 3,029« 591+ 1,445« 1,109~ 143, 182, 1,738, 16,662~
Oovommont Socurtttu « June 9 18,465 83,8%9 24,215 38,554 9,925 3,847 60,535 30,114 20,720 39,799 35,564 52,721 418,308
* 16 21,808 160,293 26,830 48,907 8,286 1,849 67,483 23,853 18,209 33,251 26,959 44,508 482,335
Net m(lom Repert) 3,343 76,434+ 2,615 « 10,353 1,639- 1,998- 6,948+ 6,261~ 2,511- 6,538- 8,606~ 8,213- 63,927,
(Bxcluding Over-
# Not Chesige (drafte-Imcluding 6,061- 12,971 2,110~ 1,797« 911- 1,998~ 4,113 4,546~ 1,396- 4,288- 6,297- 4,565~ * 52,573
(temporary oaleo)
Tetal Barniay Asseto - June 9 57,808 266,072 85,617 106 ,481 67,556 65,594 139,673 60,055 39,251 72,859 57,792 109,830 1,128,578
. . . R ) 55,454 273,494 817,353 116,397 65,768 67,399 144,33 $3,520 3,811 64,948 49,504 107,447 1,119,416
et Chamye (Beard Report) 2,35~ 7,412+ 1,745+ 9,916+ 1,798~ 1,804+ 4,660+ 6,535~ 5,440~ T7,911- 8,288- 2,373~ 9,153«
cludiag Over-
® Net Chemge (draftes-lmcluding 11,758- 81,9913 3,640~ 2,434 1,050« 1,804+ 7,061~ 4,820- 4,325= 5,661~ 5,979~ 1,275 * 125,652+
(tomperary sales
(Govt. Seeurities)
Xeekly Av CIK) sets
Dec. 81, 1925 to Jume 16, 1926 87,653 268,364 91,082 106,713 58,675 74,017 149,378 61,854 35,520 66,834 52,902 110,731 1,163,729
Cerreopeading period 1925 86,801 293,907 81,640 113,077 49,349 34,196 132,452 43,100 32,434 48,122 39,036 98,218 1,053,342
Net Chamge 852+ 25,343 9,442+ 6,359~ 9,326+ 39,911, 16,926+ 18,754+ 3,086+ 18,712+ 13,866« 12,513 111,486
Dec, 31, 1925 te Jume 16, 1926 87,653 268,364 91,082 106,719 58,675 74,017 149,378 61,854 35,520 66,034 52,902 110,73 1,163,728
Eatlire your 1925 93,459 287,133 85,078 113,904 54,734 56,548 138,045 55,936 37,211 37,233 49,024 109,866 1,138,291
Net Chamge $,806- 18,769- 6,004* 7,186~ 3,941 17,469+ 11,333~ 5,918 1,751~ 9,541 3,878+ 865+ 25,437,
¢ (]
June 16, 193¢ 33,454 273,484 87,362 116,397 65,7498 67,398 144,33 53,520 33,8 64,949 49,504 107,447 1,119,436
June 17, 1925 67,550 210,220 79,064 98,451 68,321 56,854 126,526 56,063 40,552 53,546 47,662 102,487 1,007,196
Net Change 12,096~ 63,264 8,298+ 17,946+ 2,453- 10,544+ 17,807« 2,543- 6,741- 11,402, 1,842, 4,960+ 112,230+
SIMMARY FQR SYSTEM Not Chbamge Excluding Over-
wset Chenge Based drafte aad Ineludiag Tempoerary
_.._._cgu beard Repert  Sales Oevi, Sec, Systes Acceuat
Bille diecounted for week 54,833~
bille purchased for week 16,663-
uovermaent sscuritieo for week 63,927 52,5173-
Tetal earaing assets for week 9,152- 125,652-

VWeokly average of earming assete Dec. 31, 1925 te Jume 16, 1926

agaiast cerresponding porud 1925 111,486 *
Weokly average of eaming aesete Des, 31, 1925 te June 16, 19326

againoet eantire year 1925 25,437°
Coemparisen of eamiang assets Jume 16, 1926 with Jume 17, 1925 112,230+

# These figures of met changee im Gevernment ocecurities and total earmiag aseeto exclude $141,500,000 temperary advances te Treasury mmd
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Exhibit"a"

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

Holdings Holdings By Maturities
Boston $ 11,856,500 September 15, 1926 $ 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 7,870, 500 September 15, 1928 45, 425, 500
3rd L/L bonds

Atlanta 0
Chicago 35,482,000
St. Louis 18,563,000 -
Minneapolis 12,069,500
Kansas City 24,338,500
Dallas 24,977,000
Sen Francisco 39,474,500

 Totals szvo,éoo,ooo | 4270, 500, 000

—————————————————
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Autborty £.0. U356

Exhibit "B"

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

UNDER_APPORTIONMENT PLAN PUT INTQ EFFECT JANUARY 4, 1926

Bills Bills Over Bills Short
Acquired Bills Entitled Pro Rata Pro Rata
(Net) to Acquire Share Share
Boston $ 51,505,000 $'48,945,000 $2,560,000 $ 0
New York 163,615,000 165,606,000. o 1,991,000
Philadelphie 55,567,000 55,937,000 0 370,000
Cleveland 68,699,006 69,918,000 o 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 07,887,000 486,000 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
Dellas 28,912,000 28,824,000 88,000 0
San Francisco 63,036,000 62,931,000 105,000 0
Totals $700,991,000 $700,991,000 $3,951,000 $3,951,000

These figures reflect purchases allotted on basis of regular percontages

but do not include inter-System sales from portfolio.
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Exhibit “D"

STATEMENT SHOWING ESTIMATED NET EARNINGS OVER EXPENSE AND DIVIDEND REQUIRE -
MENTS FOR YEAR 1926 OF ALL RESERVE BANKS BASED ON FIGURES FURNISHED
THE COMMITTERE AS OF MAY 31,1926; ALSO ESTIMATED CHARGE-OFFS FOR ENTIRE YEAR

Estimated Net EBarn-

Net Eernings in ings in Excess of
Excess of Expenses Expenses and Divi- Estimated
and Dividends (Ex- dends (Exeluding Charge-offs -
¢luding Charge-offs) Cherge -offs) for Year
May 31, 1926 December 31, 1926 1926
{Based on Column 1)
Boston $ 434,277 $ 1,042,000 $ 132,047
New York 644,154 . 1,546,000 . 455,000
Philadelphia 308,965 742,000 38,000
Cleveland 326,000 782,000 , 372,000
Richmond 244,000 586,000 105,000
Atlanta 551,854 1,324,000 525, 327
Chiecago 568,904 1,365,000 660,197
St. Louis 295,731 710,000 233,591
Minneapolis 128,189 308,000 95,946
Kansas City 322,281 773,000 166,024
Dallas 251, 309 603,000 41,296
San Franeiseo 575,000 1,380,000 725,000
Totals 54, 650, 664 $11,161,000 $3,549,428

D rrase s e ] S ——————
e e —————
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FEDERAL RESERVE BANK

OF NEW YORK

June 15, 1926.

Dear Governor Platt:
I have advised the members of the Open

Market Investment Committee that the meeting to be held

on Monday, June 21 next, will convene at 11 o'clock in

———

the Federal Reserve Board room.

Very truly yours,

%a'«/ -

J. H. CASE
Acting Chairman,
Open Market Investment Committee.

Honorable Edmund Platt,
Acting Governor, Federal Reserve Board,
Washington, D. C.

P.S. Governor Norris and I are coming over on the early
train from Philadelphia, which is due in Washington
at that hour,

ederal Reserve Bank of St. Louis
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COMMERGIAL TELEGRAM -

Form 148 A

L :
\VFEDERAL R

v LEASED ‘W
\0\ WASHINGTON

m given below is hereby confirmed. y ~ M _. o

Th
[ ‘ - 2—04B4a
w;fy June 10 1928 :
vune Y ...°
“( D R Crissinger
Hotel Harding
Marion Ohia

Open market committee meeting will be held here June 21 and not Monday
of next week as I stated to yon over telephone this morning

Bddy

Orfieial businees
Govt rate
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TELEGRAM

FEDERAL RESFRVE SYSTEM

(LEASED WIRE SERVICE)

P'Q

RECEIVED AT WASHINGTON, D. C..

\UN 10 192¢

m———

32nrfa
NewYork 110la June 10 e

e i,

“&mﬂﬁd Platt, FRB A
e Waghn [/{*y/;
ﬂoknewledge your 1etter of] vesterdav meeting of 0pen marke t
comml ttee has been called June 21 1n Washington

Case
1012 am

o ' : | | L]
- /
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m 9. 1m0

Desxr M. Onset

Ia $he Governer's abwenge I disoussed with the Toard

this moraing the question of holding an Open Marist Come
mittes mooting on Jume el with partioular reference %o
the question whether % should De held in Washingion or
Tow Tork. I stated that as I understeocd 4t there was m
proposition for 2 ehange in the general peliay, ile. in
244t tion o or subiraction from the System's epen marked
fand, bt thet temporary purchases on acoount of $he conw
dtions arising from the Troasury's ummal sction and from
the window dressing ot the end of v month might de nacessary.
Several naubers of the Joard expresssd considerable interest
in the attuation &ue 46 the fact that the Treasury is mof
to femas any mew cortificates Mat is to ssoumulate funds and
gy off the maturing obligations, and the sentimemt seemed %o

vory strongly in faver of helding the meeting in ¥ashington
on the date mentioned.

Yours very fcmly,

( /4;7) {_, ? ff:f’f‘{fﬁfﬁi/ /{%‘?
Yice Governer.

Er. J. H, Case, Deputy Goveraer,
Tedexal Reserve Bamk,
“ Y.*' ,. YO
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| TELEGRAM B ?m%'ﬁéf»/
o " FEDERAL RESERVE SYSTEM
(F-E'ASEQ WIRE SERVICE)
A RECE["&SD AT WASHINGTON, bD. C.,
% - o
148nrfa ‘ , M 8 .
New ork 3656p June 8 . e
: v : - : ‘
hdmund Platt

Prb Washn
As arrsnged with you over the telephone a meeting of open marke t

commit tee will be held on mondav June 21 either in Washington
or Jewvork which ever place will suit you better

Case
303p
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April 1¢, 1926,

Dear ¥r, Matteson:

I scknowledge reoeipt of Fmr let.ter of s
SREA P P 11X enolgsi_ng coples of Lhe minutecs 3’%0’2 2 W‘:‘
of the moeting of the Open larket Investmemt - .1 .| -3 |
Cormitiee and ite jolnt session with the G s e
Bourd on Karch 20, 1926, These minuteose will
bve pleced in our {iles.

Very truly yours,

E., ¥o EoClelland,
Assistant Segretary.

My, Y, B, Magtteson, Seoretary,
Open Market Investment Committes,
o,//0 Pedersl Reserve Bank,
Bow York, N.Y.
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FEDERAL. RESERVE BANK

OF NEW YORK

april 15, 1926.

CONFIDENTIAL

Sir:
There is enclosed for your files copies of the
Minutes of the Meetlng of the Opén Market Investment Com-

20— i l Led 3372, L-2 :}yxg()}‘““ﬁ. .
mittee and of the Joint Meptlnggof the Open Msrket Invest-

ment Committee snd the Federal Reserve Board held in

Washington on Msrch 20, 1926.

Respectfully,

%. B. Matteson
Secretary, Open Market
Investment Committee

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

Fnclosures W
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FEDERAL. RESERVE BANK

OF NEW YORK

Rpril 1, 1828.

)i
Dear NMr., Eddy: T/%

I want tp acknowledge and thank you for your letter

of March 5@& enclosing a copy of a transcript of some steno-

A S

graphic notes made by Mr. McClelland of Professor Sprague's

on March 20.
—_—— i Sy,

(GE L. HARRISON,
Deputy Governor.

Mr. Walter L. Eddy, .
Secretary, Federal Jeserve Board,
Kashington, D. o

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives ‘ __ ‘_Nk o
. - DECLASSIFIED

= 7 o Authority E.0. 138
/ 333 /
Naroh 31, 1928
Dear My, Harrisons : JZJQWW;—-

I sm encloeing herewith, for your information,

copy of & transoript of some stemegraphic nohes ' —r
made by ¥Wr, MeOlelland of Frofessor Sprague's re- r,
maris at the meeting of the Beard snd Open Murket //;.Zw
Committes on Maroh 20th. P

Referring to our telephons conversation, %7/
s

Very truly yours,

(iigned) Walter I, Eddy

walter L, Bddy,
Seoretery

¥y Osopge L, Harrison, Deputy Gevernor,
Pedoral Beserve Bank,
New York, ¥. Y.

(Bnalogure)
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'3 FEDERAL RESERVE
Office Correspoude..ce == Duc  -4Toh 50, 19260
To . Gowermor Crisainger S Subject: . _ e
From__ _ Hre B4y _ ) } S
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4t the meeting of the Doard yesterday, the following
rosolution was unsnimously adopteds

I LIRA3, On Moroh 9, 1926, the Federal Isesrve
Board passed the following resolutions

*That Washington be designated as the future
rogular moeting place of thoe Open Xarket Investment
Commnd ttos, oxcopt vhen the Committos 1s mithorized
by the Joad to maot olsowhore.!

How, theiofors, the Governor 1s directed to ai-
vise, {rom timo o timo, after consultation with the
Chalrman of sald Conmitteo, when in his oplinion it is
Jesirable from the nature of the busimes i be trarse-
actad tint meotings of the Committoe be held at places
other than /ashin tone"
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FEDERAL RESERVE BOARD

WASHINGTON

!i 7 M_,Nuww%armrw i
a e S g &
ADDRESS OFFICIAL. CORRESPONDENCE TO s &-‘;’L, SRR
THE FEDERAL RESERVE BOARD

March 23, 1926,

Dear Sirs:

I am glad to trensmit herewith for the informe-
tion of the Federal Reserve Board ten copies of the
;%ggrt of the Open Market Investment Committee to

e Gogkernors' Conference, This report was submitted
to anfi approved by the Conference on March 22nd.

6 22 =7l Respectfully,

Gdorge L. Herrison,
Seeretary, Governors'

Conference,

Federal Reserve Board,

Washington, D. C,

‘uPIMJAIﬂDanpTw“WN____-_—*—“““-~

WAR 23 1926 « %mcé A4 /72L
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‘JQF ! Raport of the Chairmen of the Open Market Investment Committee
' to the Governors Conference, November 2, 1925, 1:
e o oo
2337 7F
Since the last governore conference the Spscial Investment Account of
the system has been reduced by 35 million dollars, from 245 million to 210
million, This reduction has taken place gradually in connection with the re-
demption of maturing issues at quarterly tax days, occacional sales to the
Treasury for their accommodation, and a sale to the Bank of England amounting_
to 4 million dellars, The gradual reduction in the portfolio has been in keep~
ing with the policy of maintaining the effectiveneses of the discount rates of ;vf\

the Recerve Banks by insuring a round amount of borrowing by member banks in

principal cities,

Credit Conditions

The changee in bysiness and credit conditions since last spring have
created a situation which is most unusual and most perplexing for the determina-
\ tion of Federal Reserve pelicy.

When we met in April domestic bueiness was experiencing some slight re.

P

cession from the great activity of the early spring. Thie was more true in cer-

T o

tain types of induetrial activity than in the general distribution of goocds. The

receseipn did not prove to be serious and in the past two months thers have been

indications of an increase in activity and greater businesc optimism, Various

indexes‘of the total volume of bucinese indicate that business has been above

what we may call normal, or average, conditions for the entire year, The con-

struction industry and the automobile industry have been particularly active,
Business appeare generall& to be in healthy condition, While forward

buying has incremsed comewhat lately it continues to be generally ceonservative,
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Commodity prices are firm but there are as yet no considerable pr_icg increases,
Looking into the future the features in the business situation which offer
pbssibility of later disturbance appear to be:

1. The automobile industry evidently now has a
capacity and annual rate of production which
is greater than the growth in the population
or the increase in the domestic demand for
cars can support for any extended period.

We are approachineg a saturation peint in that
industry, unless exports increase with great
rapidity.

2. The building industry is now operating at a
pace whi‘éi@ggwd indefinitely.
The war years Left us with a shortaze in R
homes. It is clear that most of that short-
age has now been made up and that sometime,
perhaps within the next year or two, there ) g7 b
will of necessity be a diminution in new (jm/l*
building construction and in the activity of
the industries which are concerned with new
building. This will naturally be accompanied
by a slowing up in real estate speculation,
which is now active in many places.

3. There has been for some years past a _steady
increase in installment buying, involving the
vrledge of future income and the building up of
what we may call. consumer inventories. It is
¢lear that this has oreated a situation in which
any extended period of unemployment or any change
in psychology might lead to a considerable
diminution of activity in those industries serv-
ing the censumer directly.

In none of these three directions is there any evidence of an immediate
c_hange‘ in the situation. The prospect is for sound substantial business at a
4 hivgh level for some months to come, but it is equally clear that the presence of
these uncertain factors makes the continuance of a conservative temper in busi-

ness most desirable,
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—~ Stock Market
The stock market appears to offer a fourth element of poesible in-

stability in the business sitgation, for stqék market movegegts haye 2 Wi@e-
;;;;;;—;;;;;;;;;;;;I_;;};;;;;;. The mqstwsgrioqs_elemant about_the recent s@oqk
market movement is the pogsibility of a‘latgr.recession in priggs‘whigh might_add
impetus toward business reactiqn.Z:Therg érg a numbgr of'inaications tbat'a part
of the recent incrgase jn stock magket prices i; dge tq fun@amentél qhanggs in

values,lbut it is also possible that the swing of:prices may now have pone

beyond a level which ¢an be maintained permanentlyi]

r 1R i _nt

The growth in business activity-has begn‘aqoompanied'by an incregse of
currency c;rqulation of 100 million dollars_sinqe thg end of»Ap;il and by an_inj
crease of sbout 300 million qql;ars'inicommégcigl_logps'qf banks . »This<is larger
thaq the usual seasonal increase and has cdme.somewhgt earligr_in the year than
usual . In addition, 1oahs qﬁ_stocks and.bgndsAsbow an increase of 300 milliqn,i
ﬁhich represents largely the plécing of gdditional funds intq the gtbck gthange_
money market.- The net resultfis an iqcrgase'ofrsoo m;llion dqllérs iq #otal bang_
credit advapcéd by weekly reporting menber banks, qgtsiquof.an increase which may
have occur;éd in other,banks- This increase has bgen mgdq poggiblg by an increase
of abqut 250'm11l10n do}lars in bqrrowings frog the deurgl.Regeryg'Banksg At
iﬁe samé timerthe n?n—rep;rting banks in smaller cities have detreased their
borfowingssligh‘_bl_y} | _ ‘ S o

' AccompaQying_this'add;tipnal boryowipg at the F§¢erg} Reserve Banks_

there has been an inﬁrease'éipce April of about 1/2 of 1 per cent Qr‘more in the
various open market mowey rates-{él
The fipures are shown in the accompanying table and in the two diagrams

in the appendix:
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Credit Changes Since April, 1925
(dollar fipures in millions)
Apr .29 ct . Chan pe
R .
Bills (90 day) 31/8 31/2 + 3/8
Commercial Paper (4 - 6 mos.) 4 4 1/4-41/2 + 1/2
C/1's (3 mos f 2.Mm 3.55 +.84
(6 mos.) 2.73 3.52 +.79
X R s 3 $
Discounts and Advances 400 644 +244 ;
“Bills Owned 243 255 + e
Bills Sales Contraat 24 32 + 8
U. 5. Securities Owned ‘ 345 314 - 3
U. S. Securities Sales Contract 4 22 - |* 18y v
Total Bills and Secur:’gties 1.028 1.876 +248
I ] R
Commercial Loans 8.354 8.673 +319
Loans on Stocks and Bonds 4.878 5.]_.92 _ +314
Investments : 5.484 5,462 ) - 22
Total Loans and Investments 18.716 19 .327 4611
ok 0} ! 4R ;c_. al j sfs) :
By weekly reporting member banks in: o .
New York City . 47 155 +108
Chicago 2 22 + 20
Other principal cities 162 291 +129
Total principal cities 211 468 25T
By non«reporting banks outside :
principal cities 189 - 176 - 13
(March 1) (Oct. 1)
Money in circulation 4.725 4.827 +102
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Gold Movement

vhile mon ey rates have been moving upward 1/2 of 1 per cent or more in
this country, they have moved lower in London by about 1 per cent and the Rank
of ™Mgland has reducgd jts rate one per cent from 5 to 4 per cent, In recent
weeks rdtes in London have become slightly firmer. The result of higher rates
here»and lower rates in London has been that considerable American balances which
had been nlaced in Londop have returnedvto this country, and there has been 2
gold movement from London to New York of about 40 million dollars, partially off-
set by a movement of 21 million dollars from this country to Canada. The’movement
frpm London is slightly larggr in amount than was customary in the fall in the
years before the establishment of the Federal Reserve Sy st em.

It is clear that the relgtive level of interest rates in this gnd in
foreign countries is an important influence on goldvmovements. If.our interest
rgtes reach.higher levels without a corresponding increase in London, a larger
gold movement to this country may be stimulated.

A

‘Furopean Situation

[;The general recovery in Furopean business and credit conditions is, under

present circumstances, facilitated by low money rates in this country. With

industry abroad below normal activity and struggling against high taxes and the
pecessity for many readjustments, the actual cost of money is an important factor
in T™gland and the European countries, In many of these countries, moreover, the
summly of working capital is insufficient, As long as our extension of credit
abroad either in the form of short-term or longe-term credit is for productive pur-
roses a considerable flow will be beneficial to the recovery of Europe and will ree

act favorably upon our own trade, This flow is encourazed by low money rates. Tith
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the finances of Europe in unstable condition small changes in credit conditions
may have large results one way or another, and it is clear that this country has

a definite responsibility to determine ite mqnetary poliey with some regard to

the effects of such policy outside of our own borders,

Recommendations

Z:: These are the outstanding facts in the broad credit situation, _ They

-

do not seem to indicate the need for ghy change in our open market policy., With £,>
the member banks in principal cities substantially in debt at the Reserve Banks
there is little to be gained in the sale of cecurities for the purpose of making
discount rates more effective, The influence of our rates is now felt ona

considerable body of borrowing and if it appears desirable the next step should

possidbly consist in changes in discount rates, rather than changes in open market

holdings, It also seems desirable to maintain the present account at at least

ijg present size that wye , L with any emergency situation, /
The committee, therefore, is not prepared to recommend at preseni.any. change in..

qgg;fgigigggng sgcu;jiies.}

' erly Ta Operations

The June and September tax days furniched additional opportunity for
studying the need for special operations with the investment account to prevent
any unusual and temporary ease in money. At the June tax date sales of 51 mil-
lion dollars were made early in the tax day period, with‘the very satisfactory re-
sult that money rates remained at a constant level throughout the entiré period. At
the 3J@ptember period sales to the market did not appear to be necessary because
of unusually large receipte 'relative to disbursements by the government and a

considerable volume of rediscounts, No sales were therefore made and there was
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some easing in money rates for a few days. The experience of these two tax days
would appear to indicatd that it is usually desirable to make temporary sales to

the market early in the tax day period.

Turn of the Year

Légt January it was_ found desirable to make sales of about 150 million
dollars4of4schrities to take up the seasonal slack in credit resulting from tae
return of Christmas currency.and the usual seasonal flow of funds to money centers.
This coming yearend it appears likely that city banks will be so ;argely in debt ’
at the Reserve ﬁanks that slack will be mostly taken up by the liquidation of giSm
counts,.‘Such'liquida;ion is frequently a little slow, however, and if credit cpn;
ditions fémain“;s at:prgséhth;t would -be undesirable to have the banﬁs out of dgbt.
It will, therafore,“be”wgll'to consider some temporary purchase of securities‘gt
the time ofxtﬁb Christmas:¢ﬁ:yency demand to be sold in January. The wisdom of

such a policy cammot be determined far in advance.

" Method of Apportiomment
ﬁﬁ$§?g the past few months further study has been made of the methods“pf
apportioning purchases of bankers accepfances in the light of current earnings and
expenses. The principle hés been adopted of appo}tioning acceptances among the
banks, first, on the vagis of es£imated expens;s and dividends of the banks; and
second! after these havefbeen.provided for, té apportion the remainder on the basis
of required earnings to meet losses and ordinary chargecffs as far as possible.

The present estimate appears to indicate that the earnings of the banks for the

year will be sufficient to cover all expenses and dividends and to cover the major
part of chargeoffs as well. Included in exhibits attached are tables reflecting
Government security and bill transactions and distributions by the Committee

@)
| [\wW ‘

during the year.
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INDEX OF EXHIDITS

A+ BStatement Showing Transactions in the System Special Invesiment Account Since
Last Governers Conference in April 1925.

I+ Statement Showing System Purchases of Dankers Acceptances from January 2, 1925,
to October 21, 1925, and their Allotment to Participating Banks.

C. Chart of Earning Assets of All Federal Reserve Banks Showing Discounts for
Banks in Principal Cities and Outside of Prinecipal Cities.

D. Chart of Money Rates in New York.
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EXHIBIT "A"

STATEMENT SHOWING TRANSACTIONS IN THE SYSTEM SPECIAL INVEST'ENT ACCOUNT
SINCE LAST GOVERNORS' CONFERENCE IN APRIL 1925
Holdings March 31, 1925 = = = = = = = = = = = ¢ = 0 = = = = = = = = = $245,203,500
i‘urchases: _ ‘
April 14 Harket 4 3/8% T/N due Doc, 15/25 § 4,000,000
15 Portfolio ) 4 3/8Z T/N " " " 693,100
F.R.,B.Chicapo) 4 3/4%L T/N " Mar, 15/26 1,063,400
"2l Market 4 1/2% T/N " June 15/25 5,200,000
May 4 " 4 3/4% T/N " Mar, 15/26 15,000,000
" 4 " 4 3/4% T/N " Mar. 15/27 5,000,000
June 10 " 4 3/a% T/N ™ Mar, 15/26 5,000, 000
R ¥ " 4 1/4L T/N " Sept,15/26 8,500,000
S " 4 3/a% T/N " Mar, 15/26 1,000,000
July 15 " 4 3/4% T/N " Mar, 15/26 2,000,000
Aur, 15 Foreigm ace't 2 3/a% C/I " Sept,15/25 350,000
"26 Market 23/t c/gr v v ¥ 375,500
Sept, 10 & 15 " 43/ C/T " Mar, 15/26 11,965,700
: Total purchases = - = = ~ - = = 60,147,700
%305,351,200
Saloss
April 15 Market 3% C/I due Dec. 15/25 & 918,500
"2 " 2 3/47 C/I " Sept.15/25 5,200,000
May 4 " 4 3/81 T/N " Dec. 15/25 20,000,000
June 15 Treas.-Redemps 4 1/27 T/N " June 15/25 31,132,700
"2 Foreiem Ace't 2 3/4% C/I " Sept.15/25 2,000,000
" 24 & 29 Treas., afc APC 4 1/47 3rd L,L, 15,000,000
July 15 Market 4 3/8% T/N due Dec. 15/25 2,000,000
Aug, 11 Foreign Ace't 2 3/4% C/I " Sept.15/25 2,000,000
Septe 10 Treas.-Redemp. 2 3/47% C/I " " 15/25 2,000,000
" 15 Treas.-Sink,Fd, 4 1/47 3rd L.L. 15,100,000 o
Total S8l€8 = = = = = = = = = = 95,351,200
Solance Holdings October 21, 1925 - - = = = = - - - - - = - - - - 210,000,000

(Net Profit on salcs amounted to 3128,117.25)

PARTICIPATION AND MATURITIES OF SYSTEM HOLDINGS CLOSE OF BUSINESS QOCTOBER 21,1925

Participation Ratie Maturities
Boston & 1,985,000 0,97  Dee. 15, 1925 4 3/8% T/N $ 38,160,100
New York 51,427,000 24,57  March 15, 1926 4 3/4% T/N 75,266,700
Philadelphia 1,565,000 0.8%  Sept, 15, 1926 4 1/4% I/ 40,401,000
Cleveland 11,651,500 5,52  Mareh 15, 1927 4 3/47 TN 23,875,900
Richmond 4,102,500 2,07  Dec, 15, 1927 4 1/2% TN 32,296,300
Atlanta 12,097,000 5.87
Chicasgo 22,010,500 10.5%
5t. Louis 18,872,500 9.0%
Minneapolis 9,020,000 4,37
Kaneas City 20,844,000 9.9%
Dallas 22,143,500 10.5%
San Francisco _ 34,281,500 16,37
1210,000,000  100% $210,000,000
ke ] e
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EXHIBIT "B"

STATENTNT SHO'TING SYSTFM PURCHASES OF BANKERS ACCEPTANCES FROM JANUARY 2, 1925
TO OCTORFR 21, 1925 AND THEIR ALLOTWENT TO PARTICIPATING BANKS
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Purchases Participations
Roston $ 157,089,000 $ 173,804,0QQ
New York 866, 314,000 173,320,0QQ
Philadelphia 107,778,000 107, 778,000
Cleveland 28,697,000 108,924,QQQ
Richmond 14,588,000 . 44,593,000
Atlanta 9,219,000 68,888,000 *
Chicago 54,739,000 166,482,000
St. Louis 111,060 76,220,000
Minneanrolis 0 81,807,000 *
Kansas City o 91, 557,000 *
Dallas 1,278,000 63,730,000 *
San Francisco 41,886,000 124,596,000
Totals 1,281, 699,000 ¢1,281,699,000
not include sales from New York portfolio to Atlanta ofv$13,183,000
" v " " " v " " Kansas City " 5,021,000
" " " " " " " * Dallas " 5,000,000
" " " " 5t. Louis " v linneapolis " 3,271,000

"w " " " " “"

L]

Dallas

" 3,192,000
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SXHIBIT "G

MILLIONS
OF DOLLARS
14‘00# ] ‘ 1 SRS _
| :
; { t
ocT. 2!
1200~ : —
TOTAL
EARNING ASSETS
1000~ ‘ -
800 SEE—
©00— -
L~ OCT 14
/7
_ e S P .
400 | | BILLS DISCOUNTED /7
BILLS DISCOUNTED PRINCIPAL CITIES /’
::.:;\ OUTSIDE PRINCIIPAL N P !
T / M ’/ I
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1924

1925

Qotal Lurning assets; Bills Discountec ior Bunks in Principal Citles snd
Outside Princlpul Cities by the Federal Reserve Bunks .
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EXHIBIT "D"

COMMERCIAL PAPER :
(60-00 DAY) 1 L
CALL LOAN

RENEWAL
RATE

TREASURY
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2 ,_’
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1922 1923 1924 1925

;.- Mouey Rutes in the New York iurket
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September 29, 1925,

Dear Mr. ¥atteson

m& uw«m
let | eusloning ewpy of
¢ minates

-nt of the Qpen Maxiwt
Investrent Coomittse held at Waghingten ox

| Septemder 2201, whish have been breught t
t,«.iu 333 fy”?' the attention of the u-hnuthm.

Yary truly yours,

Je 8. Foull,
Aseistant Seeretary.

Rr. Y. B. Katieeon, Sesretary,
Open ¥arimt Drrestuent Osemittes,
s/o Pederal Meserve Benk,
Yew York, ¥. Y.
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Mt the Board Subject:___;,_,____m,‘:__szh*»,; ~

_ Secretary of the Open Mariet 0 T rlnsmitting copy
of the minutesjof the wéeting of tha Gmnnittee held in wuahingtan
on Sepfewber 22nd; YL if/> 5 frled 37 B Fanaf Bl
oveynor Crissinger
¥r. Platt
Lyptibemivin

v//%:; g:zzzngham

e Mcmtosh/ﬁm‘m;l)

Please return to Secretary's 0ffice.
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OF NEW YORK
CONFIDENT 1AL September 25, 1925.
Mr. Walter L. Eddy,
Secretary, Federal Reserve Board,

Washington, D. C. i

Ny dear Mr. Eddy: e /)4,4{ o
9217 " A s
s ?

1 am enclosing copy of the minutes}of the meet—
ing of the Open liarket Investment Committee held in the
offices of the Federal Reserve Board, Washington,

September 22, 1925;_j

W. B. #iatteson
Secretary, Open Market
Investment Committee

Encl.
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Sept WMS

"

. Credit COndit ions

_ Since the last meeting of the committee on Jume. 24, 'bu‘ai‘ne'u has con-
ti;me;\ in large volume, with a tendency in recent weeks toward still greater

g'etiut'y. Business continues free, however, from speculative tendencies and the

,_prica level 1s only slightly hiégher than it was at the end of June, Speculation -

in stocks and in reel estate has increued.

" The effect of these thanges on the credit situation has been to ine
crease the borrowings of mcmbeg banks at the hderal Reaerve Banks and to
- tighten money rates by 1/4 to 1-/2.,0‘ 1 per cent. The principal changes in
credit are ahm in the'accompm"xhy"i’ns ta\')'ie.;-:-A‘rho figures are ahom for
September 9 rather‘than for a later date- beea\xn the figures since that time
have been distortad by changes incida:t to Trmmy f:lmncing. ' '
O!le,‘fea*!;gre of interest in the bagx}_;ng changes since the end of June
‘haa been ihaf i!;ae- entire increase in borroviuga at the Federal Reserve Banks
has been by’ banks :ln prineipal citi.es. vﬁereamthe bankn outside of these cities
have reduced their borrorings. Mos-t of tho recent :}xmreaae in street loans on
thée New York stock Exchanga to a new high appoo.rs %o hwe come from ‘outside of
prineipal” cities. L | |
'I'he net reault of tha crodit chaagea sinee tho end of June has boen to
inerease the indebtedness at the Reserve: baaks of mam:er banks in pri.ncipal cane
ters ¥y uearly 200 million dollars, - conamarably mon ¢han half of this. i.n-m
crease taking place _ia New York City. This result’ 1- very similar to 'hat would
have taken place if thQ Reserve Banks had sold 200 million dellars of Government
securities in ﬁ;_e open market 'whn‘o credit con&itioni remained otherwise une
changed. uunb'e} banks in principal cities are substantially in debt o.t;t,hg
igitized for FRASER )
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% Roserve banks and are under the influence of the dissount rate, In other words,

@he situati_.on is such that it will be mare largely influenced by the position of
the disgount rate than by open market transactions.
September 15 transactions
A review of the changes 1ikely to occur in the banking situation in
c_onn}ecf.io_ra‘with Government operations on and after September 15 appeared to in-
dicate that sales from the special investment account would not be necessary to

insure a reasonable dezree of stability, because it was supposed that member

banks in principal cities were sufficiently in debt at the Reserve Benks to
‘utilize any excess funds in paying off indebtedness at the Reserve Banks., Such
x_-epayment a,etunliy did take place and the System’s statement for SGptemberAlﬁA
showed & reduction of discounts and advences of 150 million, as compared with the
pregeding waek'. Repayment was not made, however, with sufficient rapidity to

absord all surplus funds, perticulerly amounts held by non-berrowing banks,

! and money was quoted as low as 3 1/2 per cent for parts of three days. In.order
to avoid even euch‘temporal.ry ease in money, which was misinterpreted by many,

it may eeem‘ desireble ’1n the future either to6 make sales to the market or else

to enliet the cooperation of some of the large banks in adjusting the money posi-
tion more rapidly at tgese periods,

Future Program

Ae® indicated earlier, the principal question of Federal Reserve po).icy

appears at present to be related to discount rates rather than to open market

ppera'eions. Recent changes in money rates raise the question 2s to whether
present discount rates are now a fair price fer money.

A second problem has to do with the preparation for v'the movement of
funds over the end of the year. Last year very effective use was made of'*the~ -
special investment account by selling securities in Jg.nuary to offset the retumn
of funds to principal centers, which is usual at that time of year. The present

portfolio is too mmall to use effectively fer this purpose without impairing its
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usefulness for any later emergency. It weuld seem wise for the committee to be
prepared to inerease the portfolie somewhat when and if it can be done without
. disturbance. The usual Christmas demend for funds may furnish such an opportunity.

Experience over the fifteenth of the month and on previous occasions would indi-

cate that semi-automatic changes in borrowings by member banks cannot be relied

upon completely to make adjustment for any large or rapid movement of funds. @

Credit Changes Since June 24, 1925

(Dollar figures in millions)

Money .Rateés
Bfiia“Tao day)
Commercial paper (4 - 6 moa.)
. ¢/1's {3 mos.)

(¢ mos.)

Eaming Assets Federal Reserve Banks
Discounts and Advances
Bills Owmed
Bills Sales Contract
. U. 8. Securities Owned
U. S. Securities Sales Contract

Total Farning Assets

Loana'wéhd investmmts Weekly Rgp_.orting

Member-Banks

Commercial Loans

Loans on Stocks and Bonds
- Investments

June 24

31/4
33/4.4
2.87

$.
455
215

26
17
7

- 1,034

Total Lozns and Investments 18,710

Borrowings at Federal Reserve Banks-
By weekly roporting member banks in:
New York City .
Chicago

Other principal citms )
 Total principal cities

By non-reporting banks outside |
pringipal cities
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41/4
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262
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Change

+208
+ 29
- 48

+189

+122
+ 68

+187 .
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September 19, 1925,

To the Lembers of the
OPR EARKST INSTES LT COLIITPRE,

For the first time since last Jlarch there has besen an incrsnse in
the bills bought for forelgn banks, the total on hand now being {34,000,000
as oompared with (31,000,000 when the last report wans made to the Npen
larret Cormittes on August 1. This increass has been due entirely to an
inorease in the portfolio of the Swiss Entional Bank, vhile the holdings of
the othaer foreign banks have reowined uncshanged,

Acoompanying this inorease in bills there has been a dig drop in
the amount of pold sammarked for foreign danks from {18,000,000 to £3,000,000
at present,

With respect to lomns on gold held abroad, there has baen a decrease
of 3,000,000 in the loans uado to the Bankownl in Prague which brings the
total ndvances to tnat institution down to $7,500,000, shile the oredit to
the Bani Polski has been used to the extent of £300,000,

the usual comparative statemant is attasched hereto,

Yery truly yours,

J. B, CASE,
Deputy Governor,

ino,.

O
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September 19, 1925.

REPORT TO QPEN MARKET INVESTMENT COMMITIRR
BANKERS_AGCEPTANCES

De Nederlandsche De Javasche

Swiss National

Bank of Bank of Bank

Bapk of Japap Bank, —Benk, Bapk Epgland  France Pol skl Totals
Close of Busineas
On Hand 7/31/25 $2,515,933.93 $13,370,847.71  $6,052,059.27 $9,922,022,42 $ O $ O $ O $31,860,863.33
Purchased 1,290,968.91 10,367,790.82 3,088,877.30 8,392,066.55 0 o] ] 23,139,703.568
Matured or dise
counted 1,289,453.46 10,303,170.62 3,010,063.77 5,724,010, 31 0 0 0 20,326,698.16
On Hand 9/19/25 2,517, 449,38 13,435,467.91 6,130,872.80 12,590,078.66 ] o 0 34,673,868.75
e —— == — — _— ]
D GOLD
De Javasche Bank $ 814,260.,00
Bank of the Republic, Bogota, 1,000,000.00
Swiss National Bank, Berne, 65,6
43,079,897.55
P ——
FOREIGN_LOANS ON GOLD y
) ' Collateral
To Amount Rate Maturity Date unt Hel

Bankovni urad Ministerstva

Financi, Prague $4, 500, 000.00 3% October 14, 1925 ) 147, Natl. B B
ditt; ! 3:000:000-00 424 November 30, 1925 )"’ "11’109' 7.28 atl. Bank of Belglun
Bank Polski 300,000,00 4Y/2% November 25, 1925 ....$ 1,946,625.40 Bank of England
47,800, 000.00 $13,055,772.68
!m BAIAANCES Agt .Gen Y Bk . of T
Bk. of Nederlandsche Javasche Swiss N.B, of Bk. of Bk. of for Rep. Republic Bank
s Japan Bank Bank N.Bank _Bankovni  Belgium  England France _Paymis, ofJY P T
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 $1,127,288.70 52,846,509.69
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, 342.3
TOTAL COMMISSIONS Agt. Gen.
From 25 to 9/19/25 1inclusive. Bk. of for Rep.
De Nederlandsche Bk. Bank of Japan Javasche Bank Bk. of France Swiss.N.B, _England Bk.Polskl saym‘gg. Totals
Bankers Acceptances $5,913.08 $719.12 $1,749.89 $ o $4,568.91 $ o % o $ o $12,951.00
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REPORT OF SECRETARY TO THE OPEN MARKET INVESTMENT COMMITTEE 3 35 ! / |

. MEETING AT WASHINGTON, SEPTEMBER 22, 1925

CHANGES IN HOLDINGS

Transactions»in the System Special Investment Account since the last

, méeting of the_OpenvMérket Invgsfment Committee held in New York, Jnne 24, 1925,
hg?e fesu1t9d in a.reduction inithg amount of secu%ities held_invthig_accgpnt
from $221,000,000 to the present holdings of $210,000,000, Of the securities
gold $4,000,000 of September 15, 1925 éértificafgé were purchased by the_Bank
of England and $22,100,000 of Government securities (the greater part being
Thitd.Liberty Loan.bonds) were purchased by the Treasury forAacpoqntvof the
Alien»?roperty Custodian and the Cumulative Sipking FUnd.’ These saleg were made
y?th thg approval of all members or_the committee and were partially replaced
by the purchase of 4 3/4%‘rreasﬁ¥y notes mafuring Mareh 15, 1926..

SPECTAL ALLOTMINTS

N ‘The Committee at its last meeting voted t; ﬁake §pecial allotments of
bills when pogsible to the Federal Reserve Baﬁks of Minﬁeapolis, Kansas c;ty,
Dallas and Atlanta 80 as to enable them to maintain as nearly as may be their N
needed proportion of open market investments., This has been done and in addition
the following special sales have been made: |

(1) To the Federal Reserve Bank of Atlanta from the
New York bank's portfolioc of bills $3,150,000

(2) Toé the Federal Reserve Banks of Minneapolis and
pallas bills from the portfolio of the Federal
Reserve Bank of St. Louis, totaling 6,463,000

(3) The redistribution to all other participating
banks of Government securities from the hold-
ings of the Federal Reserve Bank of 5t. Louis
amounting to 10,000,000

CHANGES IN BILL RATES

Following the increase in dealers' rates on bankers acceptances duripg.

the latter part of August, Federal reserve banks inereased their buying rates for
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2
prime bills 1/87 40 3 1/8% for 30, 3 1/4% for 60 and 3 3/87 for 90 day maturities
“and made a further change :i.n rates on September 21 to 3 1/4% for 1 %o 4‘5 day
bills and 3 3/8% for 46 to 90 day maturities. The System holdings of bills,
which on June 24 amounted to $215,000,000 and which were reduced by August 26
to $182,000,000, have since increased slightly and now amount to about
$200, QO0,000. Total System purchases during this period aggregated {310,000,000
and maturities §$292,000,000,

SEPTEMBER 15 TREASURY OPERATIONS

_ _ The firmnessmof call money rates and.heavy borrowings of New York City
panks frox# "the Federal “Reservé Bank of New York over the September 15 quarterly
’cax period did not appear to justify the éale (under temporary repurchase agree-
ment s) of:any securities from the Special Investment Account.

ESTIMATE OF EARNINGS, ETC.

The attached exhibit A, "Estimate of Probable Eamings and Require-
ments, Federal Reserve System,™ for the year 1925 indicates that the System as
a whoie” will .eam in excess of thei: total requirements for expenses and divif
dends for the year and will have a substantial sum (estimated at $2,800,000 on
the basis of average earnings for the first eight months) to apply against the "
estimated chargéeoff‘s of $5,826,},23.- Expenses and dividends, therefore, appear
to be gafely covered and it seexﬂs apparent that the earming assets in excess of
the ar;:ount required to cover expénses and dividends should be distributed as
nearly as possible in proportion to the estima‘ted charge-offs of the several

banks.,

RECOMMEN DATICN S

It is recommended that beginning October 1, 1925, the Committee
authorize a distribution of additional earning assets acquired on the basis of

maintaining each bank's earning asset figure at a point which will assure the

covering of -~

~1st - Expenses and dividends for the bank
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ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis



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

~ DECLASSIFIED

- Authority %

3

2nd - Such proportion of its estimated charge-offs as the
excess of earning assets for the System bears to

the amount required to fully cover estimated
chgrge-offs. ’

This will necessitate taking into consideration changes in the earning assets
of each bank at frequent intervals, and any changes in these assets will cor-
respondingly affect the ratio for the distribution of bill purchases as used
from week to week. '

Other exhibits B to D attached reflect the present status of the

System Special Investment Account, and the changes in holdings of earning

assets of all banks,
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EXHIBIT "A"

ESTIMATE OF PROBABLE EARNINGS AND REQUIREMENTS,
FEDERAL RESERVE SYSTEM FOR THE YEAR 1925

Tabulation showing course of total earning assets for the year 1925:

Average (Daily)

Earning Assets
(In Millions)

January = - = = = ¢ = = - - - 1,070
February - « = = = = = = = = 1,050
March - e m w e e - - e e e 1,076
April = v - ¢ - e e - - - - 1,056
May = = = = = o - e e e - - - 1,050
June ——————— - - = e - 1,058
July - = = = = - - - - - 1,061
August - - - « - - - - - - - 1,082

Average first 8 monthe « - - = = = = = = = . o w » 1064
Actual average for the first

17 days in September « - - « -« - - - - - Yoo ’

Gross earnings of System for 4 months' period
Sept. 1 to Deec, 31, 1925 based on average earning
assets of $1,150,000,000 and on average earning rate
< T I 13,410,000

Estimated results for year 1925 on above basis:
Actual net earnings first 8 months - - - - - - $2,535,319
Estimated grose earnings last 4 months 513,410,000
Lecs estimated expenses and dividends

last 4 months =« = = = = = = = = - = 121100,121

Estimated Excess of Earnings over Expenses
and Dividends last 4 months - - = = =« =« - - - 1,309,879

Estimated Total Net Earnings for the year

after Expences and Dividends « - =« = = = - - $3,845,198
Estimated charge-offs acs submitted by the
banks -« « = - 0 4 - - - - - - .- --=-- $5826,123
NOTE: An increase in the average earning assets of approximately 385,000,000

for the full four months' period would, at 3 1/27, produce approximately
$1,000,000 additional 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
AND CLASSIFICATION OF ISSUES HELD IN THE ACCOUNT

Holding
Holdings Ratio N
Boston $ 1,985,000 0.97 Dec. 15, 1925 4 3/87 T/N $ 38,160,100
New York 51,427,000 24.5% Merch 15, 1926 4 3/a1 T/N 175,266,700
Philadelphia 1,565,000 0,8% Sept. 15, 1926 4 1/44 T/N 40,401,000
Cleveland 11,651,500 5.5% March 15, 1927 4 3/4Z T/N 23,875,900
Ri ehmond 4,102,500 2,07 Dec. 15, 1927 4 1/27 T/N 32,296,300
Atlanta 12,097,000 5.8%
Chicago 22,010,500 10,57
St. Louis 18,872,500 9,0%
Minneapolis 9,020,000 4.3%
Kansae City 20,844,000 9.9%
Dallas 22,143,500 10.5%
San Francisco 34,281,500 _16.37
210,000,000 100% 3210, 000, 000
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COLPARISON OF TOTAL EALRNING ASSETS OF ALL FEDERAL RESEKVE BANKS WEEKLY FROm JANUARY 7, 1925 TO SEPTEMBER 16, 1925 EXHIBIT "C®
(000 Omitted)
Phila~- Linne= Kansas San
Bogton New York delphia Clevelend Richmond Atlgnta Chicazo St. Louis  apolis City Dallas Francisco Total
January 7 $107,950  $275,015  $73,130  $143,735  $35,929  $29,239  $143,909  $44,076 29,176 53,350 53,200  $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
February 4 85,444 316,952 76,055 120,200 29,957 20,333 128,719 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 1,125 324,713 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 1,730 384,709 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
April 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
1 89,604 279,563 89,125 120,918 56,671 36,812 130, 244 36,584 32,403 45,3517 31,212 90,851 1,039,344
22 91,256 274,002 ‘86,954 108,136 57,663 37,650 145,778 36,275 40,520 45,379 31,179 98,065 1,052,857
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
Lay 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 69,938 277,313 83,280 98,984 62,445 38,751 126,292 42,359 36,897 53,280 35,574 88,472 1,012,585
20 69,759 217,869 82,767 83,142 62,342 46,708 126,931 57,022 35,235 60,000 42,231 91,554 985,560
27 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 78,1745 98,845 66, 596 49,945 125,749 73,358 42,013 58,866 47,354 101,346 1.u24,tgl
10 170,850 261,5% 76,915 97,209 62,998 51,125 126,198 65,689 43,076 55,878 47,932 105,218 1,004, g
17 67,750 210,220 79,064 98,451 68,221 56,854 126,526 56,063 40, 552 53,546 47,662 102,487 1,007,19
24 72,759 217,101 76,379 105,117 64,128 57,566 126,550 61,354 39,644 53,895 48,613 111,364 1,034,470
July i 86,721 287,163 81,472 100,296 170,618 57,639 144,629 62,704 37,507 53,020 47,623 97,648 1,127,040
8 83,054 236,293 73,479 94,922 66,1176 53,735 127,888 60,713 36,792 52,619 50,841 106,241 1,042,753
15 80,390 237,229 80,362 99,852 62,439 52,996 126,633 61,341 37,142 54,594 50,347 99,970 1,043,295
22 66,462 223,410 74,934 96,908 65,845 54,885 116,784 62,954 42,239 54,754 51,140 104,386 1,014,701
29 67,004 204,111 83,201 102,501 62,255 51,064 131,340 64,925 42,479 54,441 - 48,503 109, 518 1.021,242
August 5 80,571 276,634 77,160 101,322 59,523 56,578 120,650 68,857 44,479 55,058 - 48,480 112,341 1.103. 5%
12 82,730 266,423 80,656 120,956 58,772 56,443 107,072 65,381 43,314 55,659 48,107 105,220 1.390,732
19 67,508 238,181 87,056 105,225 61,592 62,689 133,456 74,2317 48,138 56,198 49,359 107,263 1, 36'3
26 72,431 276,926 84,882 103,293 62,655 64,203 126,400 74,557 44,214 55,703 50,159 110,370 i’ize'ogg
September 2 67,961 279,403 86,794 104,672 65,678 63,482 117,394 68,737 43,808 59,593 48,692 119, 73 ,126,00
9 66,963 336,006 86,758 116,026 62,601 56,644 123,194 65,063 47,493 58,257 50,456 120.20 1.120.072
16 67,272 266,205 119, 277 65,307 55,140 114,512 72,485 50,077 57,587 49,184 112,673 1,119,

89,392
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EXHIBIT "D"

STATEMENT SHOWING EARNING ASSET HOLDINGS OF ALL FEDERAL RESERVE BANKS SEPTEMBER 16, 1925 AS COMPARED YITH PREVIOUS WEEK, ALSO WEEKLY AVERACE OF
EARNING ASSETS FROM JANUARY 1 TO SEPTPMBER 16, 1925 AS COMPARED WITH CORRESPONDING PFRIOD 1924 AND FNTIRE YEAR 1924
D (000 omitted)

Rostcn New York Philadelphia " Cleveland Richmond Atlants chicago St. Louls Minneapolis [Kansas city Dallas San Francisco Total
an A e 3 556 $ 639,192
Bills Discounted - Sept. ¢ $25,102  $254,334 $ 47,293 $ 67,273 $ 51,656 430,777 $51,930 § 30,756 $ 8,3c5 $ 7,945 $9,848 $ 54,55 )
W "6 2ams 110,36 48, 551 69,451 54,323 28,885 43,579 39,563 7,282 7,203 8,495 48,172 487,940
Net Change 3,628~ 143,973~ 1,258+ 2,178+ 2,6¢7+ 1,308~ 8,351~ 8,807+ 423- 742~ 1,353- 6,384~ 151,252=
hased - Sept. 36,057 22,146 18,576 17,362 5,003 11,742 27,203 3,094 22,9¢3 17,342 10,779 21,536 214,143
Bills Purchase spt. 2 280981 11,960 19961 18,077 5,142 12,088 28,912 2,274 23,670 18,698 11,251 20,848 211,962
Net Change 2,924+ 10,186= 1,385+ 775+ : 139+ 346+ 1,709+ 720~ 707+ 1,356+ 472+ 1,088~ 2,181-
Government Securities - Sept 9 5,248 57,501 17,872 30,648 5,544 14,402 43,026 30,868 15,978 32,670 29,566 43,791 327,114
" " % b1 141,85 17,863 30,946 C\a44 13,860 40,986 30,163 18,278 31,286 29,175 43,128 409,249
Net Change 1,013+ 84,258+ 9w 298+ 100~ 542« 2,040~ 705- 2,300+ 1,384 391~ 663= 82,125+
Total Zaming Assets - Sept. 9 66,963 336,006 86,758 116,026 62,601 56,644 123,194 65,063 47,493 58,27 50,456 120,808 1,190, 269
" " " w16 67,272 266,2C5 89,392 119,277 65,307 55,140 114,512 72,445 50,077 57,587 49,184 112,673 1,119,071
Net Chenge 309+ 69,801~ 2,634+ 3,251+ 2,7C6+ 1, 504~ 8,682« 7,382+ 2,084+ 670w 1,272- 2,135« 71,198-
Weekly Average of Earring Assets
January 1 to September 16, 1925 82,3c0 281,050 81,672 110,384 54,377 42,206 129,604 51,289 36,101 50,711 42,659 102,038 1,064,391
Corresponding period 1924 58,549 201,77¢ 71,020 89,164 54,560  47,IC0 117,163 38,811 37,097 47,756 51,411 84,28 898,196
Net Change 23,751+ 79,774+ 10,652+ 21,220+ 183- 4,894~ 12,441+ 12,478+ 996= 2,955+ 8,752= 17,749+ 166,195+
January 1 to Sept. 16, 1925 82,300 281,050 81,672 110, 384 54,377 42,206 129,604 51,289 36,101 50,711 42,659 102,038 1,064,321
Zntire Yoar 1924 ' €6.151 238,230 70,767 97,230 49,719 43,005 123,699 40,453 36,501 48,917 50,154 89.113 953,979
Net Change 16,109+ 42,820+ 10,905+ 13,154+ 4,658+ 799~ 5,505+ 10,6236+ 4c0- 1,794+ 7,495~ 12,925+ 110,412+
SUMMARY FOR SYSTEM
Bills discounted for week $ 151,252~
Bills purchased for week 2,181~
Goverrment securities for week 82,135+
Total earning assets for week 71,198~
Weekly average of earning asset rLoldincs Jen, 1 to
Sept. 16/25 against corresponding period 1924 166,195+
Weekly average of earning asset holdings Jan. 1 to
Sept. 16/25 against entire year 1924 110,412+
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At the meeting of
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J FEDERAL RESERVE BANK
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\;} OoF NEw YORK
CONFIDENT1AL June 25, 1925

Mr. Walter L. Eddy,
Secretary, Federal Reserve Board,
Washington, D. C.
y 75 {)&4 333,42
a‘ 4. (‘j ifb 'w'w‘.«,m&‘_

Dear Mr. Eddy: o

1 am enclosing copy of the minutqe(of the meet-

ing of the Open liarket Investment Committee held at the
Federal Reserve Bank of New York on June 24, 1925, also

M”’M
a revised copy of the report of the Chairman which was

it

sabmitted at the meeting.

ry truly yours,

W. B. Matteson
Secretary, Open Market
Investment Gommittee

Encls. (2)

v
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_ REPORT OF THE CHAIRMAN
1 TO THE OPEN MARKET INVESTMENT COMMITTEE
MEETING AT NEW YORK, JUNE 24, 1925

S

- | Following the last meeting of the Open Market Investment Committee,
$79,l49,500 of the government securities held in the System Special Account
were redistributed to reduce the participations of five banks aﬁd increase
the participatioﬁs of six, Special allotments were made of $10,000,000 of
bépkere acceptances to Minneapolis and $4,000,000 to Kansas City in lieu of
govermmente wh;ch they were unable to take because of shortness of collateral
for note issue, Allotments of 85,000,000 each of bankers acceptances were
alsq.mada from the New York portfolio to Kansas City,'Atlanta. and Dallas,
Partly as a result of these changes estimated earnings of all of the banké,
except Minneapolis; for the first~ﬁa1f year have been slightly in excess of
their estimated expenses and dividends, but not sufficient to cover charge=-
offs, The attached exhibits A to E show the effect on earnings of recent
redistribution of System investments, status of securities held in special
account, changes in earming aséets, etc,.

- It may be noted that thus far earning assets of the System have
- averaged about $130,000,006 more thgn last year, while present indications
are that expenses will be somewhat less, In view of the usual increase
in earning acsets in the fail.of the year, it appears reasonably sure that

the earning position of the System this year will be bhetter than last year,

rly Tax eration
- With the heavy redemption of about $400,000,000 of maturing issues

and a eonsequent prospeet of very easy money conditions, the following sales
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under repurchase agreement of securities from the Special Investment Account
were made on June 13 and 15:

June 13 to New York banks - - - $47,000,000
® 15" Chicago banks - - - 4,000,000

The sale in New York on June 13 caused a deficit in the reserves of
New York City bahks for two days, Saturday and Sunday, which was effective
in offsetting large gains to the market resulting from redemptions on Monday,
By Wednesday the collection of income taxes and wire transfers to other dise
triete had withdrawn sufficient funds from the market to bring bank reserves
pragtically down to the required minimum, By the end of the week the securie
ties sold had all been repurchased, The net result of tax period operations

wae remarkably steady interest rates, the call rate remaining at 3 3/4 per

cent throughout the entire period,

Present Credit Situation

Our best information indieates that for several months business
activity has ténded tb recede from the high point reached early in the year,
Bueiness men do not generally regard the present situation as wholly satisfac-
tory, although the current rate of activity is probably above normal and
greater‘than last year, From the point of view of business, it seems deg{r-
able that money should continue to be easily available at moderate rates,

Z:ﬁscent activity in the security markets has browght prices to the
highest point of all time, and the amount of funds employed in the market is
larger than ever before, The volume of new iscsues, both foreign and domestic,
so far thie yoar, has been in excess of the unusually large volume for the
corresponding period of last year, While higher money rates would perhaps
have csome restraining influence upon the security markets the effect on busie

ness would probably not be favorableJ?
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In the light of these conditions no extended program of'either pur-
chases or saleg in the Special Investment Account seeme desirable, The
member banks in principal cities are already substantially in debt at the
Reserve Banks and the pressure of this indebtedness ie sufficient to maintain
unﬁsual stability in open market money rates at about present levele, Theré
have been no excess funds in the market and the call rete has consistently
remained above the Federal Reserve discount rate, At the same time business
funds are readily available at moderate rates, This is a healthysituation and
cshould be maintained,

It ic customary for the @arning assete of the Reserve Banks to reach
their low point in mideummer - usually August - when the demand for funds is
at a minimum, To avoid instability of rates during the summer the committee
chowld be prepared, if necesesary, to make sales from the special account, It
ie also recommended that replacement of the 16 1/2 million dollare of treasury
notee, matured on June 15 and not yet replaced, be deferred until later,

In the fall of the year there will normally be a considérable increase
in the demand for funds and an increase in acceptance holdings and the amounts
borrowed by member banks, At that time it will probably be possible, if in=
dicatione suggest the need to build up the Special Invesiment Account to a some=
what higher figure, The decirability of doing so would appear to depend large-
ly upon the developments in businese and finance before that time,

There is a still further factor in the situation which should be con-
eidered in formulating open market policy, and that is the possible use of the
British credit, The employment of thic credit would have the same effect as
purchases of securities in putting funds into the market, The Recerve Banks
should be in a position, if the condition of the money market made it desire

able, to offset the use of the credit by the sale of securities, The Special
igitized for FRASER
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Investment Account should therefore as a long time policy be maintained in an

amount large enough to meet any such contingency,

Possible Special Operations

In addition to the regular quarterly tax day periods, the committee
might well consider whether special operations in the account should be underw
taken on the following occasions:

July 4 currency demand
Autumn trade requirements
Christmas currency demand
January ease in money

The July 4 holiday customarily calls for from 100 to 200 million dole
lars of currency and usually leads to member bank borrowing of about that amount
for a few days, This is a very temporary need and complete liquidation takes
place within a few dayse, Hence it has little effect on the general credit situa- _
tion and it is believed no ;pecial operations should be ecarried through to take
care of it,

By reason of advance redemptions the government maturity on September 15
will amount to but $229,000,000. Sinee tax payments will be around $300,000,000
the effect of tax day operations in the market will be quite different from the
usual effeats, As tax cheques are collected the market will probably be out
of funde and the committee may need to consider the purchase of securities in
order to prevent too rapid tightening in the money market, just at a period of
the year when the commercial demand for funds is expanding, Action cannot be
determined definitely until we know the details of treasury program at that
time,

As suggested above the autumn trade demand together with the Christmas

currency demand offer opportunity for increasing comewhat the portfolio of the
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Special Investment Account, without easing the money market. The experience

of the past year indicates the desirability of having on hand a portfolio. from
which cale may be made in January to prevent the rapid return flow of funds from
caucing too great ease in the money markets; and the committee may need to con-
sider purchasing securities for thic purpose during the autumn trade expansion

and currency demand in October, November, and Decembera

Allotments

It is proposed that the committee continue to allot System open market
purchases of Bille on the basis of requiremente, As a basis for computations
all banks are being requested to furnish figures as of Jjune 30, 1925, showing
(1) actual net earnings for the first six months of this year; (2) estimated
gross earnings for the second half of the year; (3) estimated expenses, includ-
ing dividends, for the second half of the year; and (4) for the informatioq of
the committee, estimated charge offs (in detail) for the entire year, These
figures (exclusive of charge offs) will be used as a basis for making allotments

during the month of July and will be revised monthly, <29
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EXHIBIT “"A"

STATEMENT SHOWING PARTICIPATION BY FEDERAL RESERVE BANKS IN SYSTEM
SPECIAL INVESTMENT ACCOUNT AT CLOSE OF BUSINESS JUNE 17, 19254
AND CLASSIFICATION OF ISSUES HELD IN THE ACCOUNT

o

, Holding
Holdings Ratio Holdings by Maturities

Boston $ 315;500 0.1% Sept. 15, 1925 2 3/4» C/I $ 5,274,500
New York se;4éi,3oo 24.2% Dec. 15, 1925 4 3/8% TN 40,160,100
Philadelphia 406,000  0.2% March 15, 1926 4 3/4j4 TN 61,301.000
Cleveland 12,061,000 5.27 . Sept. 15, 1926 4 1/4% T 40,401,000
Richmond 4,560,000 2.0% March 15, 1927 4 3/a% TN ;3,8?5,900
Atlante 13,000,000 ~ 5.67% Dec. 15, 1927 4 1/z% TA 32,296,300
Chiecago 22,463,000 9.6% Sept. 15, 1928 4 1/4% 3ré_L/L 30,109,000
St. Louis 32,091,000 13.7%f
Minneapolis 9,136,500 3.9%
Kansas City 21,611,500 9.37%
Dallas 24,057,000 10.3%
San Francisco 37,215,000 15.9¢% | ‘

$233,408,800 100% $233,408,800
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STATERENT S5AOWING EFFECT ON EARNING FOS1ITION OF ALL FEUERAL KESERVE BANKS Or REDISTHRISUTION OF 79,149,500
GOVERNLENT SECURITIES AND SPECIAL (14,000,000 ALLOTWENT Ok 81luuS; ALS0 CHANGES IN EARNING
ASSET HOLDINGS maY 27, 192% A5 COWPARED WITH JUNE 17, 1925

EXHipIT "B"

TOTAL EST1wATED EARNINGS FOR 1925 Total
Estiuated Estiviated
Expenses and Excess of
Before after Dividends 192% Earnings Holdings
Ad justment Ad justnent Excluding hfter kay 27, 1925 Holdings Increase or
(April 1) (hay 23) Charge-off{s Ad justment (Following Adjustment) June 17, 192§ Decrease
Boston $ 2,908,694 ¢ 2,449,040 $ 1,912,300 ¢ 536,740 ¢ 76,237,000 ¢ 67,550,000 ¢ 8,687,000~
New York 7,490,192 6,641,157 6,519,000 122,157 241,731,000 210, 220,000 31,511,000
Philadelphia 2,482,309 2,301,738 2,077,000 224,738 84,402,000 79,064,000 5,338,000-
Clevelend 3,071,300 2,743,652 2,647,000 96,652 101,217,000 98,451,000 2,766,000~
Ri chmond 1,399,000 1,474,713 1,422,000 52,713 63,931,000 68,221,000 4,290,000+
Atlanta 860, 906 1,204,920 1,161,976 42,944 45,745,000 56,854,000 11,109,000+
Chicago 4,223,498 3,930, 230 3,567,134 363,096 128,652,000 126,526,000 2,126,000-
St. Louis 831,610 1,518,154 1,465,000 53,154 68,333,000 56,063,000 12,270,000~
kinneapolis 818,631 1,034,343 1,074,100 39,757 34,057,000 40, 552,000 6,495,000+
Kansas City 1,299,401 1,667,359 1,632,577 34,782 60, 808,000 53, 546,000 7,262,000~
Dallas 848,633 1,182,057 1,138,400 43,657 46,649,000 47,662,000 1,013,000+
San lrancisco 2,199,000 2,581,319 2,489,000 92,319 ~ 102,614,000 102,487,000 . 127,00Q-
Totals " 928,433,174 x,28,728,682 %27,105,487 #1,623,195 $1,054,376,000 #1,007,196,000 ¢47,180,000-
XIncludes special allotuent §l4,000,000 bills:
+$10,000,000 to dinneapolis
4,000,0M0 to Kansas City.
Digitized for FRASER
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January 7
14
21
28
tebruary 4
11
18
25
Mmarch 4
11
18
25
April 1
8
15
22x
29
May 6
13x
20x
27x
June 3x
10x
17x

Apr. 22 Bills
biay 13 Gov't

Sec.
" 20 o
[ ] 27 9
June 3 Bills
“ 10 ”

” 17 "
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COMPARISCH OF TOTAL EARNING n33RTS OF ikl }EDERAL RESERVE BANKS WEEKLY FROM JANUARY 7, 1925, TO JUNE 37, 1929
Phila- (000 onitt ed) inne- Kansas San .
N York delphia Cleveland Richmond Atlanta Chicago St,Louis apolis City Dallas Yrancisco ot al
s?%?f%?o ‘ $§:5,315 373,130 £143,735 935,929  $29,239 143,909  $44,076  $29,176  $53,350  $53,200 $121,256  §1,109,965
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
87,001 231,102 69,361 114,189 29,192 22,776 129,865 40,624 26,013 46,254 45,568 103,491 945,456
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
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
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
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
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
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
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
87,713 328,492 96,489 118,832 50,350 33,151 116,049 36,620 30,023 43,462 30,022 85,584 1,056,847
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
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
96,988 327,087 83,615 106,992 55,058 33,823 144,124 34,025 30,105 45,077 30,848 88,814 1,076,616
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
91,256 274,002 86,954 108,136 57,663 37,650 145,778 36,275 40,520 45,379 31,179 98,065 1,052,857
84,772 241,744 88,181 110,036 63,1780 38,845 150,035 35,925 41,727 46,684 31,241 94,782 1,027,752
75,963 334,009 83,5170 107,360 59,798 34,681 138,835 36,035 39,760 45,538 31,533 89,600 1,076,682
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
69,759 217,869 82,767 93,142 62,342 46,708 126,931 57,022 35,235 60,000 42,231 91,554 985, 560
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
81,196 240,138 78,1745 98,845 66,596 49,945 125,749 73,358 42,013 58, 866 47,354 101,346 1,064,151
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
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 SYSTEM REDISTRIBUTION OF §79,149,500
GOVERNMENT SECURITIES AND SPECIAL ALLOTMLENTS OF $39,000,000 BILLS
Sales in red
Purchases in black
10,000 10,000
5,806 10,724 2,281 4,138 957 4,345 5,051 8,671 4,gggkﬂns 4,212 4,829 32,000
4,
5,806 10,724 2,280 4,139 956 4,345 5,051 8,672 4,987 4,211 4,829 28,000
5,629 10,398 2,212 4,012 927 4,213 898 8,409 835 4,083 4,682 23,149
’ 10, 000 12,882
, 000 ,
13:388 ° 5,000 5,000 10, 000
$17,241 $546,846 $6,773 312,289 $2,840 17,903 $11,000 425,752 20,000 19,808 17,506 914,340 ¢118,149

EXHIBIT "C*
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STATEMENT SHOWLNG EARMING ASSET HOLDTMAS OF ALL FEDFRAL RESERVE BANKS (1) JUNE 17, 1925 AS COMPARED WITH PREVIONUS WEEK, (2) TOTAL EARVING

UNE 17, 1925 AS COMPAEFD WITH JUNFE 38, 1924, (3) WEFKLY AVERAGE OF TOT/L EARNING ASSETS FROM JANUARY 1 TO JUNE 17, 1925
AS COMPAPFD WITE CORRMSPONDING PFRIOD OF 1924 AND ENTIRE YEAR 1924

EXHIBLIT "DV

ASSETS

(000 Omitted)

Bostor New York Philedelphia Clevelard Richmond Atlants  Chicago S..loulis Minneapolis Kansas City Dallas San Francisco Total
(1) Bille Discounted - June 10 $51,5C6  $125,682 $35,519 $43,967  $46,185  $19,834  $47,289 $17,944 $ 4,968 $ 7,164 $ 5,920 $32,856 $ 417,134
% " " 17 27,625 118,257 139,141 49,709 52,485 23,894 56,586 16,023 5,046 7,428 6,482 39,288 441,964
Net Change 3,881- 5,425= 3,322+ 5,742+ 6,300+ 4,060+ 9,297+ 1,921~ 78+ 264+ 562+ 6,432+ 24,830+
Bills Purchased - June 10 34,087 64,881 19,929 24,207 9,933 13,833 34,537 11,475 20,221 11,702 £,416 21,731 274,952
" " " 17 34,685 30,858 16,849 22,072 9,903 18,654 29,841 11,144 19,78 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 35,787 17,541 36,592 33,228 49,896 359,848
Lo " " 17 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
Net Change 17- 11,928 93~ 2,365= 1,04%=  3,152=- 4,273- 7,374~ 2,099~ 7,072~ 5,479~ 8,550~ 53,449-
Totel Farning Assets .~ June 1¢ 70,850 261,596 76,915 97,209 62,998 51,175 126,198 45,689 43,076 55,878 47,932 105,218 1,064,684
. " " = 17 67,550 210,220 79064 98 451 68,221 56,854 126,526 56,063 40,552 53,546 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) Comparison of Earnin: Asset Holdincs
June 17, 1925 with June 18, 1924
June 17, 1925 67,5% 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
June 18, 1924 49,413 191,403 59,963 76,74 56,049 36,876 115,217 32,115 40,189 54,231 42,732 81,003 835,905
Net Change 18,137 18,817+ 19,101+ 21,737+ 12,172+ 19,978+ 11,309+ 23,948+ 363+ 685~ 4,930+ 21,484+ 171,291+
(3) Weekly Aversre of Earning Asset Holdings
Jan, 1 to June 17, 1925 86,401 293,907 81,640 113,077 49,349 34,106 132,452 43,100 32,434 48,122 39,036 98,218 1,052,242
Corresponding Period 1924 61,596 184,006 78,975 96,215 58,896 54,586 120,482 41,953 35,052 48,793 52,646_ 87,846 921,046
Net Change 25,205+ 109,901+ 2,665+ 16,862+ 9,547= 20,480~ 11,970+ 1,147+ 2,618~ 671- 13,610~ 10,372+ 131,196+
Jan, 1 to June 17, 1925 86,801  293,9¢C7 81,640 113,077 49,349 34,106 132,452 43,100 32,434 48,122 39,036 98,218 1,052,242
Intire year 1924 66,191 238,230 70,7€7 97,230 49,719 43,005 123,699 40,453 36,501 48,917 50,154 89,113 953,979
Net Change 20,610+ 55,677+ 15,873+ 15,847+ 370~ £,859- 8,753+ 2,647+ 4,067~ 795= 11,118~ 9,105+ 98,2€3+
SUMMARY FOR SYSTEM
Bills discounied for week $24,850+
Bills purchaseé for week 28,869-
Goverrment gecurities for week 53,449~
Totlsl) ezrning asseis for week 57,488~
Comparison of earning asse: holdings June 17/25-June 18/24 171,291«
Weekly average earning asset holdings Jan. 1 to June 17/25
ageainst corresponding period 1924 131,196+
Weekly average earning asset holdings Jan, 1 to June 17/25
againsi entire year 1924 98,263+
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St. Louis

linneapolis

Kangas City
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3an Francisco
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Date of
Reply

Letter
kay 27

uwetter
June 2

Letter
hay 28

Letter
Lkay 28

Letter
lay 29

Telegram
June 12

Letter
June 6

wetter
June 15

SUMMARY OF REPLIES RECEIVED FROM THE SEVEN PUKCHASING BANKS TO GOVERNOK STRONG'S EXHIBIT "E"
LETTER OF MAY 26 INQUIRING A3 TO THEIR EARNING POSITION AFTER HELISTRISUTION OF SECUKITIES &ND Bluis

A

Bmount of rediscounts relatively large and earning essets from present indications will meet expenses and dividends and provide
for regular depreciation charges. ,

Earnings not sufficient to cover expenses and dividends for yeszr. Average daily esrning assets of ¢48,600,000 required to meet
expenses and dividends, and to care for estimated charge-offs would require 87,200,000. Present earning assets 935,700,000,
Purchase of 12,900,000 securities under adjustment plan has greatly depleted excess working supply of gold as collasteral to notes
ond reserve egainst deposits. Woulu like to acquire 5,000,000 bills in order to provide further earnings and to use as collsteral
to notes, thereby releasing like smpunt of gold.
(5,000,000 bills has been furnished from New York portfolio.)

Earning pesition at present comfortable provided it can be maintained. Egrnings from later demands will probably provide for umajor
portion of charge~offs. For balance {about 50%) of charge-offs, dividends and normal expenses plus reasonable increase, sccount
roving into new building, we shall require sbout ¢500,000 additional earnings. (Figures submitted by S5t. Louis are estimsted
earnings ¢2,445,000, estimated expenses $2,925,000, which figure includes charge-offs of ¢1,000,000.)

Running behind in earnings and unable to see that future rediscounts in this district will increase incone to sny considerabie extent.
At present rates, should have 42,000,000 invested continuously but at present have anly ¢34,000,000. Would like approximately
$10,000,000 bills to replace extra bills received under adjustment plan now eliminated due to short mzturities.

(Special alletment given ¢10,000,000 bills purchased New York market.)

Present earning power just about sufficient to meet dividend and necessary overhead expense without any unusual ellowance for depre~
ciation. In order to maintain this position it will be necessary to be supplied with new paper to tske care of runoffs.
Requested 5,000,000 bills to replace maturing assets. (These were furnished frow New York portfolio.)

Net earnings since readjustment of Government securities exceed current expense end dividend requirements by from 300 to ¢500 daily
and should absorb present operative deficit of $59,000 by close of year, Have set aside 91,024,000 this year as a reserve for
losses on paper held frow closed banks end believe entire amount will be absorbed by end of year. Therefore, appreciate Counittee
including estimated charge-ofis in calculations fixing future participations. Under present conditions would be unable to accept
substantial increase government securities, but would, of course, be glad to receive increased participation in bills.

(#5,000,000 bills furnished frowm New York portiolio.)

Recent distribution of earning assets is sutisfactory for present at leust, thereiore, present participation should n»>t be disturbed
unless readjustment appears necessary later in year. ,
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£t the meeting this rorning there was ordered ciyculated
amon~ the rerbers of the soard the attached report{of the

Chairron of the Onen Tarket Investment Committee made at
the meetins in 2w York yesterdaye

J/{ernor Urissinger ;/I . Jores

v ir, Flatt : /é. Cunninsham
Vir. Hemlin Ir. YoeIntosh
\/ Fre Tiller
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FEDERAL RESERVE BANK

OF NEwW YORK

June 23, 1925,

To the lembers of the
OPEN NARKET INVESTIUERT COAMITIER,

Since the last report to the Gommittee as of March 31, the tetal
amount 0f bills held for foreign banks has decreased $13,900,000, Tare
hes been a decrease of $2,000,000 in the bills held for the Bank Polski,
while the holdings of de Nederlandsche Bank have decreased $12,300,000, and
those of de Javasche Bank have gone up $400,000,

ﬁon has been a decrease of‘tl,OO0,000 in the gold held for

the Bank of the Republio of Oclombia, and a decrease of $4,300,000 in the gold
holdings of the Swiss National Bank,

e only other important changes in the accounts have been, an
increase of §2,3688,000 in the Treasury certificates of indebtedness purchsased
for the Agent General for Reparation Payments, and an increase of about
$800,000 in the free balance of the Bank Polski, This latter is partially
offset by a reduction of $467,000 in the Bark of France's free balance,

The usual comparative statement is attached hereto,

Very truly yours,

J. H. CASE,
Deputy Governor,

Bno.
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June 23, 1925.

REPORT TO OPEN MARKET INVESTMEKRT COMMITTEE

BANKERS ACCEPTANCES

De Nederlandsche De Javasche Swiss National ‘
Bank of Japan Bank Bank Bank Bank of England Bank of irance Bank Polski iotals
UVlose of Business
On Hand 3¥/3)/25 $2,515,590.79 $31,931,500.50 $5,562,526.11  $8,445,240.88 $ «Ow $ -O- ¥ 2,000,571.21 $50,455,429.49
Purchased 2,843,121.49 20, 323, T43.51 6,181,541.27 6,056,317.36 (= Qe =0~ 35,404,723.63
wgatured or dise
counted 2,843,023.50 32,652,808.87 5,780,531.92 6,058,558.42 «Qw ~0- 2,000,571.21  49,335,493.92
On Hand & 22/25 2,515,688.78 19,602,435.14 5,963,535.46 8,442,999 .82 -0= -0~ -0~ 36,524,659.20
W
KARMARKED GOLD

Ve Javasche Bank $ 814,260.00

Bank of the Republic, Bogote, 1,000, 0600.00

Swiss National Bank, Berne, 6,100, 000.C0

$7,914,260.00

U. S, CHRTIFICATES OF INDESTEDNESS
Agent Ueneral for Reparation

f

li

T

Payments, $2,1738,000.00
IS N S S TR TS IS 4.4.0.%.3 3 . — S RIS S
FREE BALANCES Agt.uen. k. of
Bk. of nederlandsche Javaache Swiss Natl. Bk. bk. of Bk. of for nep. HKepublic Bank a1
Japan Bank . bank Natl.Bk.  Bankovni of Belgium tngland france Payments of volombia Polski iotals
Ulose 3/31/25 $500,519.54 ¥249,208.57  $250,712.59 $98,850.42 $101,152.52 -y -0~  §457,282.48 $57,247.34 $511,861.92 ¥9,08088.03 ¥2,236,723.4
Ulose &2%25 501,196.51 249,553.40 249,502.35 194,860.71 100,500.01 $583.14 «0- 65.80 95,425.79 495,224.09 808,292.42 '2,695,204.22
b~ — -t - . - -
TOTAL GOMMISSIUNS EARNED
srom 4/1/25 to 6/22/25 inclusive.
Ve nederland- agt, wen. for
sche Bank Bank of Japan Javasche Bk. Bk, of rrance owiss N.B. Bk. of ¥ngland Bk, Polski nep. Paymts. iotals
Bankers Acceptances §11,118.71 $ 1,530.67 $ 3,416.19 § ~0- $3,771.29 & -0~ $ ~O= § -0- ¥19,836.86
c 'y
S hicriadness -0- -o- -0- -0- -0- o 0= 1,785.51 1,785.51

$21,622.37

e

FEDERAL RESIRVE BAxK OF iEW YORK.
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i

TO THE OPEN MARKET INVESTMENT comyIrtee AT B o5
MEETING AT NEW YORK, JUNE 24, 1925 JUN 2519

Following the last meeting of the Open Market Investment Committee,

79,149,500 of the government securities held in the System Special Account
were redistributed to reduce the participations of five banks and increase
the participations of six, Special allotments were made of $10,000,000 of

bankers acceptances to Minneapolis and $4,000,000 to Kansas City in lieu of

governmente which they were unable to take because of shortness of collateral

for note issue, Allotments of 45,000,000 each of bankers acceptances were
also made from the New York portfolio to Kansas City,‘Atlanta, and Dallas,
Partly as a result of these changes estimated earnings of all.of the banks,
except Minneapolis, for the firet half year have been slightly in excess of
their estimated expenses and dividends, but not sufficient to cover charge-
offs, The attached exhibite A to E chow the effect on earnings of recent
redistribution of System investments, etatus of securities held in special
account, changes in earning aséets, etc,.

It may be noted that thus far earning assets of the System have

- averaged about $130,000,000 more than last year, while present indications

are that expenses will be somewhat less, In view of the usual increase
in earning acsets in the fall of the year, it appears reasonably sure that

the earning poesition of the System thie year will be ketter than last year,

Quarterly Tax Day Operations

With the heavy redemption of about $400,000,000 of maturing issues

and a consequent prospect of very easy money conditione, the following s=ales

ttp://fraser.stlouisfed.org/
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under repurchase agreement of gecurities from the Special Investment Account
were made on June 13 and 15:

June 13 to New York banks - - - $47,000,000
® 15" Chicago banks - - - 4,000,000

The sale in New York on June 13 caused a deficit in the reserves of
New York City bamks for two days, Saturday and Sunday, which was effective
in offsetting large gains to the market resulting from redemptions on Monday,
By Wednesday the collection of income taxes and wire transfers to other dis-
tricts had withdrawn sufficient funde from the market to bring bank reserves
Prac£ically down to the required minimum, By the end of the week the securi-
ties sold had all been repurchased, The net result of tax period operations
was remarkably steady interest rates, the call rate remaining at 3 3/4 per

cent throughout the entire period,

Pregsent Credit Situation

Our best information indicates that for several months business

. » . T
activity has tended to recede from the high point reached early in the year,

e .

Bueinese men do not generally regard the present eituation as wholly satisface
tory, although the current rate of activity is probably above normal and
greater than last year, From the point of vieﬁ of business, it seems desire
able that money should continue to be easily available at moderate rates,
Recent aotivity in the security markets has browght prices to the
highest point 6f all time, and the amount of funds employed in the market is
larger than ever before, The volume of new issues, both foreign and domestie,
8o far thie ysar, haes been in excess of the unusually large volume for the
corresponding period of last year, While higher money rates would perhaps
have some restraining influence upon the security markets the effect on busie

nees would probably not be favorable,
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In the light of these cqnditions no extended program of‘either pur-fﬁﬁt
chgses or ctales in the Special Investment Account ceems desirable, The
member banks in principal cities are already substantially in debt at the

Reserve Banks and the pressure of this indebtedness is suf ficiemt—to mmimtein

\wfﬁgfﬂﬁ%wﬁﬁﬁhiliQXWiywDpﬁnmmarket,mogqy“§§§3§w3£ about present levels, There
hgve been no exceses funds in the market and the':;;ZQZ;;;‘gas consistently
remained above the Federal Reserve discount rate, At the same time business
funds are readily available at moderate rates, This it a healiﬁysituation and
should be maintained,

It is customary for the @arning ascets of the Reserve Banks to reach
their low point in midsurmer -~ usually August - when the demand for funds is
at a minimum, To avoid instability of rates during the summer the committee
chould be prepared, if necessary, to make sales from the special account, It
is also recommended that replacement of the 16 1/2 million dollars of treasury
notee, matured on June 15 and not yet replaced, be deferred until later,

In the fall of the year there will normally be a conciderable increase
in the demand for funds and an increase in acceptance holdings and the amounts
borrowed by member banks, At that time it will probably be possible, if ine
dications suggest the need to build up the Special Investment Account to a someés
what higher figure, The desirability of doing so would appear to depend large-
ly upon the developments in business and finance before that timee

There ie a still further factor in the situation which should be cone
eidered in formulating open market policy, and that is the posesible use of the
British credit, The employment of this credit would have the same effest as
purchases of securities in putting funde into the market, The Reserve Banks
cshould be in a position, if the condition of the money market made it desirw

able, to offeet the use of the credit by the sale of securities, The Special
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Investment Account should therefore as a long time policy be maintained in an

amount large enough to meet any such contingency.

Possible Special Operations

In addition to the regular quarterly tax day periods, the committee
might well consider whether cpecial operations in the account should be unders
taken on the following occasions:

July 4 currency demand
Autumn trade requirements
Christmas currency demand
January ease in money

The July 4 holiday customarily calls for frem 100 to 200 million dole
lars of currency and usually leads to member bank borrowing of about that amount
for a few days, Thies is a very temporary need and complete liquidation takes
place within a few days, Hence it has little effect on the general credit situa-
tion and it is believed no special operations should be carried through to take
care of it,

By reason of advance redemptions the government maturity on September 15
will amount to but $229,000,000, Since tax payments will be around §$300,000,000
the effect of tax day operations in the market will be quite different from the
usual effects, As tax cheques are collected the market will probably be out
of funds and the committee may need to consider the purchase of securities in
order to prevent too rapid tightening in the money market, just at a period of
the year when the commercial demand for funds is expanding, Action cannot be
determined definitely until we know the details of treasury program at that
time,

As suggested above the autumn trade demand together with the Christmas

currency demand offer opportunity for increasing somewhat the portfolio of the

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



= A I sl

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

. DECLASSIFIED

Autority E.0. 135

Special Investment Account, without easing the money market, The experience
of the past year ipdicates the desirability of having on hand a portfolie

from which sale may be made in January to prevent the rapid return flow of
funds from cauging too great ease in the money markets; and the committee may
need to concider purchaqing secufities for this purpose during the autumn trade

expansion and currency demand in October, November, and December,

Allotments

It is proposed that the committee continue to allot System open market

purchases of Bills on the basis of requirements, fémedy-fer—eurrent—expenses and
pr-current &

dividendsy end-second, a: far ac peesidle; Tfor ohargeell¥, Ac a basis for

computations all banks are being requested to fumish figures as of June 30, 1925

Pigitized for FRASER

showing (1) actual net earnings for the first six months of this year; (2) esti-
mated gross earmings for the second half of the year; (3) estimated expenses, in-
élUding-dividenda, for the second half of the year; and (4) estimated chargeoffs
(in detail) for the entire year, These figurea will be used as a basis for

making allotments during the manth of July and will be revised monthly,
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EXHIBIT "A"

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 ACCOWNT

Digitized for FRASER
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. Holding
Holdings Betio d gb alies

Boston ¢ 316,500 0.1  Sept. 15, 1925 2 3/44 C/I & 5,274,500
New York 55;451,500 24.2% Dec., 15, 1925 4 a/ei TA 40,160,100
Philadelphia 408,000 0.2  Mareh 15, 1926 4 3/4% TA 61,301,000
Cleveland 12,061,000 5.27 . Sept. 15, 1926 4 1/40 TA 40,401,000
Richmond 4;560.000 2.0%  Mareh 15, 1927 4 3/4% TN 23,875,900
Atlante 13,000,000  5.6% Dec. 15, 1927 4 1/3% TA 32,296,300
Chieaga 22,463,000 9.67  Sept. 15, 1928 4 /47 3rd L/L 30,100,000
St. Louis 32;091.000 13.7%.
Minneapolis 9,136,500 3.9%
Kansas City 21,611,500 9.37
Dallas 24,057,000 10,34
San Francisco 7,215 S ,9% : _

$233,408,800  100% $233,408,800

L

A



STATERENT SHOWING EFFECT ON EARNING POSITION OF Auu FEDERAL RESEWVE BalKS OF REUISTHIsUTION OF 79,149,500
GOVERNMENT S3SECURITIES AND SPECIAL 414,000,000 ALLOTMENT OF BILLS,; AL3S0 CHANGES IN EskNING
ASSET HOLDINGS APhit 1, 1925 A3 COwPAKED WITH JUNE 17, 192%

EXHIBIT "B'

&
g
TOTgL ESTIMATED EARNINGS FOR 19265 Total Estimat ed Holdings Holdings Incresse or §
efore I.tfter Estimated Excess of on VWhich June 17, 1925 Decrease "' g
Ad justment Ad justment Expenses and Earnings Estimated Earnings | 2
(April 1) (May 23) Dividends 1925 After Were Based S
Execluding Ad justment (April 1) 2
Charge-of{fs °
Boston ¢ 2,908,694 $ 2,449,040 % 1,912,300 ¢ 536,740 ¢ 103,327,000 ¢ 67,550,000 935,777,000 - g
New York 7,490,192 6,641,157 6,519,000 122,157 284,298,000 210, 220,000 74,078,000~ g
Philedelphia 2,482,309 2,301,738 2,077,000 224,738 93,964,000 79,064,000 14,900, 000~ ’
Clevelend 3,071,300 2,743,652 2,647,000 96,652 117,918,000 98,451,000 19, 467,000-
Richmend 1,399,000 1,474,713 1,422,000 52,713 ' 56,502,000 68,221,000 11,719,000+
Atlianta 860, 906 1,204,920 1,161,976 42,944 37,344,000 56,854,000 19,510,000+
Chi cago 4,223,498 3,930,230 3,567,134 363,096 154,229,000 126,526,000 27,703,000«
St. kouis 831,610 -1,518,154 1,465,000 53,154 37,004,000 56,063,000 19,059,000+
kinneapolis 818,631 1,034,343 1,074,100 39,757 30, 509,000 40,552,000 10,043,000+«
Kansas City 1,299,401 1,667,359 1,632,577 34,782 45,865,000 53, 546,000 7,681,000+
Dziles 848,633 1,182,057 1,138,400 43,657 32,409,000 47,662,000 15,253,000+ g: }
- ) g
San Francisco 2,199,000 2,581,319 2,489,000 92,319 93,170,000 102,487,000 9,317,000+ é} o
<3
Totals §28,433,174 x 328,728,682 27,105,481 1,623,195 51,086,539, 000 +1,007,196,000 479,343,000~ o Ef
. - »n
XIncludes special allotment $14,000,000 bills: £ Z
$10,000,000 to Minnespolis 2 =
4,000,000 to Kansas City, =
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Janmuary 7
14
21
28
bebruary 4
11
18
25
karch 4
i1
18
25
April 1
8
15
22x
29
Nay 6
13x
20x
27
June 3
10x
17x

Apr. 22 Bills
May 13 Gov't

Sec.
» 20 o
L] 27 [}
June 3 Bills
” lo L]
” 17 [} ]
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TOTAL EARNING 433ETS O! ALl }EDERAL RESERVE BANKS WEEKLY FROL JANUARY 7, 1925, TO JWSE 17, 1925

Phila~- {000 onitted) fMinne- Kansas San

Boston New York delphia Cleveland Richmond Atlanta lgh;gggg Stelouis apolis City Dallas ¥rancisco Total
$107,950 275,015  $73,130  §143,735  $35,929  $29,239 143,909 44,076  §$29,176  $53,350  $53,200 $121,256  §1,109,965
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
87,001 231,102 69,361 114,189 29,192 22,7176 129,865 40,624 26,013 46,254 45,568 103,491 945,456
91,339 269,259 70,980 117,771 31,030 23,253 129,753 38,6717 25,613 43,579 43,496 103,832 988, 582
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
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
91,125 324,713 76,345 123,971 36,237 21,067 122,364 41,0178 25,609 43,520 39,191 10},161 1,046,381
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
89,429 367,550 82,071 121,329 42,707 31,189 131,685 34,296 28,654 42,076 33,9719 96,229 1,101,194
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
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
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
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
96,988 . 327,087 83,675 106,992 55,058 33,823 144,124 34,025 30,105 45,0717 30,848 88,814 1,076,616
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
91,256 274,002 86,954 108,136 57,663 37,650 145,718 36,275 40,520 45,379 31,179 98,065 1,052,857
84,772 241,744 88,181 110,036 63,780 38,845 150,035 35,925 41,1727 46,684 31,241 94,782 1,027,752
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
69,938 271,313 83,280 98,984 62,445 38,751 126,292 42,359 36,897 53,280 35,5174 88,472 1,013,585
69,159 217,869 82,767 93,142 62,342 46,708 126,931 57,022 35,235 60,000 42,231 91,554 985, 560
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
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
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
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 SYSTEM REDISTRIBUTION OF 79,149,500
GOVERNMENT SECURITIES AND SPECIAL ALLOTMENTS OF $39,000,000 BILLS
Sales in red
-Purchases in black
10,000 10, 000
5,806 10,724 2,281 4,138 957 4,345 5,051 8,671 4.oggtdus 4,212 4,829 32,000
4,9

5,806 10,724 2,280 4,139 956 4,345 5,051 8,672 4,987 4,211 4,829 28,000
5,629 10,398 2,212 4,012 927 4,213 898 8,409 835 4,083 4,682 23,149
10, 000 10,000
5,000 5,000 5,000
10,000 5,000 5,000 10,000
$17,241 $46,846  $6,773  $12,289 52,840 17,903  $11,000 ;25,752 20,000 §19,808 417,506 914,340 «118,149
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STATEMFNT SHOWLNG EARMING ASSET HOLDIMNTS OF ALL FEDPEAL RMSEPVE RANES (1) JUNE 17, 1925 AS COMPAFED WITH PRIVINIS WEEK, (2) TOTAL T/RVING ASSTTS
THE 17, 1925 AS COMDALEFD WIME Juns 18, 1924, (3) VEFKLY AVFRAGE OF TOT/L ZARMING ASSETS FROM JANUARY 1 TO JUNE 17, 132
__AS COMPAEFD_WITH OORRUSPOMBING PRLIOD OF 1924 AND EMTIRE YEAR 1924

(0c0 Omivted)

Bosior Now Yorx  Philrdelphia Clevelurd Richrond Aslants Clicugo S..Icuis Minneapelis Kansws City Dallac San Francisco Total
(1) Bille Discounted = June 10 $51,5c¢  $125,682 $:5,019 $42,957 $46,185  $19,834 $47,289  $17,944 $ 4,968 $ 7,14 $ 5,92 $32,856 $ 417,134
» » . 17 27,625 118,257 39,141 49,7C9 52,489 23,394 56,586 16,023 5,086 7,428 6, 482 39,238 441,964
Net Change 3,381~ 5,425= 3,322+ 5,742+ 6,300+ 4,060+ 9,297+ 1,921~ 78+ 2644 562+ 6,432+ 24,830+
Bills Purchased - June 10 34,087 64,881 19,929 24,207 9,933 15,853 34,5237 11,495 20,221 11,7¢2 2,416 21,731 274,952
" » " 17 34,685 30,858 16,649 22,072 9,903 18,654 29,84 11,124 19,718 16,178 13,063 21,118 246,083
Net Change 598+ 34,025 1,080~ 2,135~ 30= 4,821+ 4,696~ 331- 503~ 4,476+ 4,647+ 613= 28,869~
Govermnmeni Securities = June 10 4, 480 70,198 17,941 27,931 6,323 17,028 42,923 35,787 17,54 36,592 33,228 49,896 359,848
. . 17 4,4E3 58,270 17,54 25,544 5,276 13,87¢ 38,650 28,413 15,442 29,520 27,749 41,346 306,399
Net Chaﬁge 17- 11,928~ 3~ 2,365 1,04%- 3,152~ 4,273= 7,374~ 2,099~ 7,072- 5,479~ 8,550~ 53,449
Totsl Earning Assets .~ June 1C 70,850 261,596 76,915 97,269 62,998 51,125 126,198 £5,689 43,076 55,878 47,932 105,218 1,064,684
» » " - 17 67,550 210,22 79,064 98,451 68,221 56,852 126,526 56,063 40,552 53,546 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) GComparison of Earning; Aeset Holdirce
June 17, 1925 with June 1€, 1924
June 17, 1925 67,5% 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
June 18, 1924 49,413 191 ,4C3 59,963 76,714 56,049 36,876 115,217 32,115 40,189 54,231 42,7352 81,003 835,905
Net Change 18,137+ 18,817+ 19,101+ 21,737+ 12,172+ 19,978+ 11,309+ 23,948+ 363+ 685~ 4,930+ 21,484+ 171,291«
(8) Yeekly Average of Earninp Asset Holdings
Jan., 1 to June 17, 1925 8¢,3c1 293,907 81,640 113,077 49,349 34,106 132,452 43,100 32,434 . 48,122 39,036 98,218 1,052,242
Corresponding Peried 1924 61,596 184,006 78,975 96,215 58,896 54,586 120,482 41,953 35,052 48,793 52,646. 817,846 921,046
Net Change 25,205+ 109,901+ 2,605+ 1¢,8¢62+ 9,547- 20,480~ 11,970+ 1,147+ 2,618- , 671- 13,610~ 10,372+ 131,19¢
Jer, 1 t5 June 17, 1925 86,501 275,9C17 81,64C 112,077 49,343 34,106 132,452 43,100 32,434 48,122 39,036 98,218 1,052,242
Intire year 1924 66,191 238,230 70,7€7 97,220 49,719 43,005 123,699 40,453 36,501 48,917 50,154 89,113 953,979
Ne: Chenge 20,610+ 55,677+ 10,873+ 15,847+ 370-  §,8G9~ 8,755+ 2,647+ 4,067- 795- 11,118- 9,105+ 98,263+
SMSIARY FOR SYSTEM
Bills discounied for week $24,850+
Rills purctased for week 28,869~
Government gesuritics for week 53,449«
Tois) eirning asseis for week 57,488~
Comparison of earning asse: holdirgs Juns 17/25-Juno 18/24 171,251«
Weeil, sverage earning asset holdings Jan. 1 to June 17/25
sgsinst corresponding period 1924 131,19¢+
Weekly average earning msseil koldings Jan. 1 10 June 17/25
asains. entire year 1924 98,263+
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Federal Reserve Bank of St. Louis

SUMMARY O REPLIES RECEIVED FROM THE SEVEN PURCHASING BANK3 TO GOVEHNOR STRONG'S EXHIBIT "BE"
LETTER OF MAY 26 INQUIRING A3 TO THEIR EARNING POS1TION AFTER KEUISTRIBUTION O} SECURITIES AND 8luud

Aumount of rediscounts relatively large and earning assets frow present indications will meet expenses and dividends and provide
for regular depreciation charges. : :

Earnings not sufficient to cover expenses and dividends for yeur. Average daily eerning assets of ¢48,600,000 required to meet
expenses and dividends, and to care for estimated charge-offs would require 87, 200,000. Present earning assets 35,700,000,

Purchase of 12,900,000 securities under adjustment plan has greatly depleted excess working supply of gold as collatersl to notes
snd reserve against deposits. Woulu like to acquire 5,000,000 bills in order to provide further earnings and to use as collsatersl

to notes, thereby releasing like emount of gold.
(5,000,000 bills has been furnished from New York portfolio.)

Earning position at present comfortable provided it can be maintained. Earnings from leter demands will probably provide for uajor
portion of charge~offs. For balance (absut 50%) of charge-offs, dividends and normal expenses plus reasonable increase, account
moving into new building, we shall require about 500,000 additional earnings. (Figures submitted by 5t. Louis are estinated
earnings ¢2,445,000, estimated expenses 2,925,000, which figure includes charge-offs of 1,000,000.)

Running behind in earnings and unable to see that future rediscounts in this district will increase incone to eny considerabie extent.
ht present rates, should have 42,000,000 invested continuously but at present have only ¢34,000,000. Would like approximately
10,000,000 bills to replace extra bills received under adjustment plan now eliminated due to short mzturities.

(Special allotwent given ¢10,000,000 bills purchased New York market,)

Present earning power just about sufficient to meet dividend and necessary overhead expense without any unusual allowance for depre-
ciation. In order to maintain this position it will be necessary to be supplied with new paper to take care of runofis.
Requested 5,000,000 bills to replace maturing assets. (These were furnished from New York portfolio.)

Net earnings since readjustment of Government securities exceed current expense end dividend requirements by from ¢300 to ¢500 daily
and should azbsorb present operative deficit of §59,000 by close of year. Have set aside ¢1,024,000 this year as a reserve for
losses on paper held frouw closed banks and believe entire amount will be absorbed by end of yezr. Therefore, appreciate Conmittee
including estinated charge-offs in calculations fixing future participations. Under present conditions would be unable to accept
substantial increase govermment securities, but would, of course, be glad to receive increased participation in bills,

{¥5,000,000 bills furnished frou New York portfolio.)

Recent distribution of earning assets is satisfactory for presenmt at least, thereiore, present participatinn should n-t be disturbed
unless rezd justment appears necessary later in year.

[ 4
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May 7, 1925,

Deosr Mr, Mattesony

I soknowledge receipt of end shell bring to
the sttention of the members of th¥ Bomard your

~ let% of ghe Sth instent, enclosing e copy O
l-f/"@ U/:: e utes jof the meeting of the Open Market

[7""" Investment Committes held at the Federel Reserve
33%.0-4 70 Bank of New York on April 30, 1925, and also s
3 Lol o t:. sohedule sdopted st the meeting for the redistri~
bution of a portion of the (overnment seourities
held in the Systea's 3pecisl Investment Acoount.

Yoery truly yowrs,

LAY
"N G LeY L. WU 1‘

..
g * Y :,)"”"
pemt g -m;_‘xdw?

\, L

Welter L. Rddy,
Secretary.

MWr. W. Be &tu.on. 8.0".“”.
Open Merket Investment Committee,
o/o Peders) Reserve Benk,
New York, N.Y,

igitized for FRASER
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK 323, AN

OF NEw YORK

May 6, 1925.

‘//30/%
H{» of = ﬁ«iv 333 -4 -2 Fal Pvite,

1 am en i i o of the mee

Dear ir. Eddy:
ing of the
Open warket Investment Committee held at the Federal Reserve

Bank of New York on April 30, 19251\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 aggregzting appro ximat ely $83,000,000.

N. B. Matteson
Secretary, Open iarket
Investment Committee

Mr. Walter L. Edady, : LW/ '
Secretary, Federal Reserve Board,
Washington, D. C. 7 ﬂ

"\ b\e ' 9‘\ [

Digitized for FRASER - e -
ttp://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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4 FEDERAL RESERVE
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~ Subject:_

Please ciroulate promptly and return to the Secretary's
Office for filing: '

-

/Govornor Crissinger
le‘n Platt

vMr., Bamlin

vMr, James

/¥r. Cunningham

vHr. Miller ;0

Letter from Mr. Matteson April 25‘h>send1ng revised mnu‘beé of meeting
of April 6th of Open Market Investment Comxnlttee. = 4 1 3.4 - P
2 33, -k :

'fla\xxj«‘f §v~v(‘ f-‘*

tyitized for FRASER , . / W ; y —
ttp://foaseorr.stIouisfed.org/ ' M wmﬂ.«m V"'ﬁ/)"s//f“{ P7/1'3

ederal Reserve Bank of St. Louis
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. FEDERAL RESERVE BANK
} s ‘; ""'é 3
OF NEw YORK
April 25, 1925
Dear Mr. Eddy: g;}‘ 333, /@ 2
| As stated in Sub-division I of the‘minutes[of sl W
the meeting of the Open Merket Investment Committee held
in Washington April 6, a copy of which was sent you with
my letter of AP"“:,,,E?,{ 1925, ) there was & change made in
the report as originally submitied by the Chairmean of
the Open Market Investment Committee to the Governors’
Conference. / 0 } %‘f

I am accordingly enclosing for your files & r o
portl 174
copy of this report its finel form.

truly yours,

+ B, Matteson
Secretary, Open Market
Investment Committee

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

Encl.

Digitized for FRASER ‘// 4
ttp://fraser.stlouisfed.org/ } Au W v - ”
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April 27, 1925,

M . “mm‘ ,/é;ti«( 14/",«-;:7_' T |

I scknowledge reoeipt of snd thank you
fer sending to the Boayd (for its files a copy
of the smended report of the Chsirtsn of the
Open Msrket Investment Cammittee 10 the recent
Sovernara® Conference. ’

Yery truly yows,

Tigned) Walter L. Eddy

Waltor L, Bady,
Seoretary.

M. W, B, Mstteson, Seoretéry,
. Open Mapket Investment Coumittes,
o/o Pedersl Reserve Bank,
Now York, N.Y.

wee STl */r5)as
Digitized for FRASER ' ' - - [ . I

ttp://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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FEDERAL RESERVE
BOARD

| Subject:__ | Wi

, c":’. , Yo 5 s
Please circu}&ti and return to the Secretary's Office
for filing:

fovernor Crissinger

{ Mr. Platt

| /Mr: Hamlin

James

CMy. Cunningham
To Miller
Col. McIntosh

XN

igitized for FRASER
ttp://fraser.stlouisfed.org/
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April 23, 1926,

Xy dear Siry
1 deg to mwum yours ¢
two oopies of the minutes’ otl gho eting of the Open

Barket iavestment Cammittes held Aprtlj_k__uﬂ.._\____

Yory truly yours,

issIugY
\‘}lgnﬁd) D. R.CF
D. R, Oﬂuimr.
Governor.

Br, . 3. Eatteaon, Searetary,
Opea Market Investment Sommittee,
Podsral Meserve Bamk,
Bew York, 3. Y.

Digitized for FRASER
ttp://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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April 23, 1925.

Dear M-, &t.tasom

I soknowledge receipt of snd shell file
‘ : with the Board's records the copy of the
4((0{ 2 & luie4 _minutes of the meeting of the Open Market
- T “YAWtnent Committas Tui the Yaderal Rewerve
333,74 - % Systen held in the Peders] Reserve Board room
¥ L vl ki on Monday, %Eﬁsz% The oopy of the
minutes sent direot to Governor Crissinger
was brought to the sttention of the other
members of the Board at ite meeting this
mningo

Very truly yowrs,

(Signed) Walter L. Edady

Walter ‘L. Eady,
Seoretary.

Mr. W, B, Matteson, Seoretary,
Open Market Investment Committee,
o/o Federsl Reserve Bsnk,
Kew York, N.Y,

: ' “"’“" &/~
igitized for FRASER Py /) /"A

ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis
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April 23, 1926,
My dear S5ir

1 beg te amcknowledge yours of April 22 emclosing :
an e . Faread P Ty
ing of: the Open

Market Investment Committee held April 6, 192b.

‘f/ (QJ 2 5
two aopiss of the minutes of the meet

Yery truly yours,

De B} Wrissinger,
Gov 1"!0!‘.

Mr, ¥. B. Matteson, Seoretary,

Open Karket Investment Committee,
Pedoral Beserve Bank,

Rew York, R. Y.

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

FEDERAL RESERVE BANK APR 23 1925
OFFICE OF

OF NEw YORK THE GOVERNOR

April 22, 1925.

g

Sir;

At the time of the Governors' Conference a meet-
ing of the Open karket Investment Committee was held in the
Federal hLeserve Board room on lionday, April 6, 1925. | I am

T Y s
accordingly enclosing copy of the minutes q;fwthi‘s mee g{/ = 2 %

4‘/7 11 [
ruly yours, el

We B. Matteson
Secretary, Open Market }‘
Investment Committee

¥ncl.

Honorable D. R. Crissinger,

Governor, Federal Reserve Board,
Washington, L. C.
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FEDERAL RESERVE BANK

OF NEw YORK

spril 22, 1925.

Dear Mr. bddy:
At the time of the Governors' Conference a.meet—

ing of the Open Market Investment Committee was held in the

Federal Reserve bBoard room on Monday, April 6, 1925. 1 am 7/6
e[l Lok o W
accordingly enclosing g copy of the minutes]o his meeting. " *. -7’
Fa ., =
e g

truly yours,

W. B. Matteson
Secretary, Open higrket
Investment Committee

Enel.

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

RRE. Oy 4/ 7’3/ 2"
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FEDERAL RESERVE BANK /

OF NEw YORK

PERSONAL April 22, 1925.

At the time of the Governors'! Gonfersnce a meet—

ing of the Open liarket Investment Committee was held in the

Federal Reserve Board room on lionday, April 6, 1925.
4fbf g s{ ik 31’_-? 4 ‘%é/aﬁ
meetmg.

accordingly enclosing copy of the minutes! of "thi

e /a; f .

Yery truly yours,

W. Be Matteson
Secretary, Open iarket
Investmen't Committee

Encl.

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

igitized forFRAS;I; D28 Cuono ¢/ 74/ 715/

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

OF NEw YORK

PERSON AL April 22, 1925.

At the time of the Governors! Gonference & meet—

ing of the Open Miarket Investment Committee was held in the

Federal Reserve board room on. lionday, April 6, 1925.
il ¢ g fodid a i ‘/é/qﬁ
accordingly enclosing copy of the mlnutes!of thi meet1ng

Yery truly yours,

W. B. Matteson
Secretary, Open iuarket «
Investmen't Committee

Encl.

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

02 Cono ¢/"7/“”/
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T0 THE GOVERNORS' CONFERENCE, APRIL 1925 if ”C;“"

\

account of the Federal Reserve System has been reduced from 500 million dollars

Since the last joint conference in November the special investment

to approximately 250 million. During a period of 3 1/2 months, from early December

t0 the middle of March, 250 million of gepurit;gs were sold in keeping with the
purposes for which the account was first established at the end of 1923.

The first reduction in the size of the account was_madeAin_the early
part of December. Sales at that time were in part directgd tp stea@ying the money
mgrket and in'pgrt 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 ceat issue. The net result of the operation over
Decembervls was to reduqe the spegialuaccognt by 50 million,

Early in January it became apparent that the usual return fiow of funds
tq New York, simultaneous with the return of currency from cirgulaiion,.wop}§
create very easy money conditiong unless funds were absorbed from the market.-
Further saleg from ﬁhe 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 sare end in view, All 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-
——iBrt TESU. s

eously with gold exports, was to place New York City member banks in debt at the

Federal 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 1/2
per cent, with irregular movements above and below that rate, and there wés no
period of undue.ease as had been threatened.}/0$her money r ates worked steadily
upward during the period; from early December to the end of February commercial

paper went from 3 1/2 per cent to 4, time money from 3 1/2 to 4 L/4, 90-day

igitized for FRASER
tpy/fraser.stlouisfed.org/
dexal Reserve Bank of St. Louis N

Y



Reproduced from the Unclassified / Declassified Holdings of the National Archives ————
. DECLASS]F]ED
Authority E,0, 12354
Sl

‘s ,“4
i
MILLIONS ]
OF DOLLARS RATE
500 - i e T 5
|
SPECIAL INVESTMENT :
ACCOUNT F.R.SYSTEM '
— 3
U CALL LOAN
RENEWAL RATE
-2
. -1
NY.CITY MEMBER
IBANK BORROWINGS
R , _Jo
DECEMBER JANUARY FEBRUARY MARCH APRIL
1924 1925 1925° 1925 1925
Effect on the New York Money Mark¥et »f Sales from bhe‘ Special Investament Acsount,
igitized for FRASER
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bankers bills from 2 3/4 to 3 L/&. Bill rates were influenced by succgssiye in-
creases in Federal Reserve buying rates on bills from 2»3/4 to 3 l/8yper cent
for 90-day bills. On February 27 the Egdgral Rgserve Bank of New Ygrk raised ..
its discount rate from 3 to 3v1/2 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 }i ]
market beceme much less intense with periodic reactions, and finally after the ;j

~ ruiddle 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 activitzi]

OPERATIQNS AT TAX PERIODS

In June of last year the committee inaugurated the policy of:makipg
temporary sales of secqrities frpm the special investnent account tq tgke up
slack in the money market produced byithe excess of govarnment disbursements
over receipts in the early days of the tax period. 1In December a revigw qf
roney conditions indicated that such sales would not be necessary since the
holiday demand for‘funds gnd prospective transfers out of the district might
be expected to take up the slack in ithe money market, and this proved to be the
case.,

At the March_tax period there was an exceptionally large governnment
disbursement in New York and a large Treasury overdraft outstanding for about
a week, A reduction in member bgnk indebtedness took up much of the resulting
slack in funds, 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

Dygitized for FRASER
hip://fraser.stlouisfed.org/
Fgderal Reserve Bank of St. Louis




i

Reproduced from the Unclassified / Declassified Holdings of the National Archives DECLASSIFIED
Authority E.0. 12356

these temporary sales, but the ease ip money was nat serious.

"The experience in recent tax periods appears to iandicate the
desirability of temporary sales to the»market at any tgx pgriod when rgdemptions
are 1arge and member banks_ are nqt' borrowiag he a;vily at the Reserve Bap»k}s'.‘
December tax periods may be an gxcept§on, when demands for Christmas currency
of fset the tgndency_towa;dsréasy money. The results of‘such pperations in_the
future will probably be more c¢ompletely sgcpgssful as member banks understand

the purposes better and as sales are arranged earlier.

APPORTI ONLENT OF PURCHASES
During the second half of 1924 purchases of Government ségurifies
and bi;ls made by the open market iniestmept_cpmmitfee were distributed 1o the
dif ferent Reserve Banks on the basis of their estimaiedyégrniﬁg requirgment;# \
Purchases up to April 1, 1925 have been distributed on the bagis of‘estimated eX= />\
penses, including dividends but excluding charge#offs._ In the'lighﬁ of new

figures received as of April 1, 1925 from all twelve Federal Reserve Banks, it

is now proposed to apportion purchases in accordance with the earning
requirements of the several banksiiéj
INDEX - OF EXHIBITS

4 (A) Statement Showing Participation in System Holdings of Govérh-
ment Seeurities at Close of Business March 31, 1925 and Classification by
Maturities.

(B) Statement Showing System Purchases of Bankers Acceptances from
Jctober 29, 1924 to March 25, 1925, and Their Allotment to Partlcipating Banks.

(C) Statérient Showing Status of System Investrient Account Close of
Business March 31, 1925 and the Profit and Loss if Securities were Sold at
arket Price.

(D) Statement Showing Earning Asset Holdings of All Reserve Banks
March 25 1925 as Compared with Previous Week, Also Weekly Average from . .
January l 1925 to March 25, 1925 as Compared with Corresponding Period of 1924
and Entlre Year 1924.

(E) Siateméﬁt Showing Ratios of Participation of Federal Reserve
Banks in System Open Markei Purchases Based on Figures Furnished as of March 31,
1925.
bitized for FRASER
htjp://fraser.stlouisfed.org/
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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

RECAPITULATION OF HOLDINGS BY MATURITIES

igitized for FRASER

ttp://fraser.stlouisfed.org/

Boston

New York
Philadelphia
Clgvaland
Richmond
Atlenta
Chieago

St. Louis

Minneapolis

" Kaneas City

Dallas

San Francisco

ederal Reserve Bank of St. Louis

$ 17,241,000
91,267,000
6,773,000
24,725,500
1,763,000
737,500
34,387,000
8,312,000
9,825,000
12,043,000
13,025,500

25,103,000

2245,203, 500

p ]

June
Sept.
Dee,
March
Sept.,
March
Dec,

Third

15, 1925
15, 1925
15, 1925
15, 1926
15, 1926
15, 1927
15, 1927

L. L. Bonds

Sept. 15, 1928

$ 25,932,700
10,474, 500
55,365,500
39,237, 600
31,901,000
18,875,900
32,296,300

30,100,000

245,203,500

e ————]
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EXHIBIT "B*

STATEMENT SHOWING SYSTEM rFURCHASES OF BANKERS ACCEPTANCES
FROM OCTOBER 29, 1924 TO MARCH 25, 1925 AND THEIR
ALLOTMENTS TO PARTICIPATING BANKS

Eurchzses Allotuents
Doston $103,175,000 $105,109,000
New York 590,884,000 191,778,000
Philadelphia 37,313,000 3#,313,000
Cleveland 16,650,000 86,085,000
Richmond 3,332,000 15,312,000
Atlanta 11,483,000 26,313,000
Chicago 44,533,000 96,457,000
St. Louis 0 48,574,000
Minneapolis 0 10,880,000
Kansas City 0 42,595,000
_Dallas 1,169,000 53,984,000
San Francisco 19,893,000 114,532,000
Totals $£826,932,000 $828,932,000
e
Richmond did not participate in purchases during year 1924
thiladelphia " " " " " " months of Dec. 1924 and
Jan. 1925,
Minneapolis " ¢ " " " from Oct. 1924 to Feb. 1925,

Pigitized for FRASER
ttp://fraser.stlouisfed.org/
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MATURITY

June- 15,
Sept. 15,
Dec. 15,
Dec. 15,
March 15,
Sept. 15,
harch 19,
Dec. 15,

Sept. 15,

Transactions in Speciel Investment Account from Oct. 29

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

1925
1925
1925
1925
1926
1926
1927
1927
1928

STATELINT 3HOWING 3TATUS OF SYSTEM
AND THE PROFIT OR L0335 IF

SPECIAL INVESTRENT ACCOUNT AT CLOSE OF BUSINES3S MARCH 31, 1925
SECURITIES WERE 50LD AT MARKET PRICE3 APRIL 1, 1925

RATE
4 1/2% T/N
2 3/4% C/1
3% c/1
4 3/8% T/N
4 3/4% T/N
4 1/4% T/N
4 3/4% T/N
4 1/24 T/N

4 1/4% 3ra L/L

PAR VALUE
$ 25,932,700
10, 474,500
918,500
55,467,000
39,237,600
31,901,000
18,875,900
32,296,300

30,100,000

245,2€3, 500

October 29,

November 5,
" 12,
" 19’
w26,
December 3,
" 10,
" 17,

1924
1924
1924
1924
1924
1924
1924
1924

% ACTUAL

BOQK CO3T

100. 252
99.998
100.000
100.682
101.122
100.983
101.629
101.941

101,488

KARKET PRICES

APKIL 1, 1925

100.250
100.000
100.000
100.875
101.250
101.031
102.000
101.968

101.468

SYSTEMW HODDINGS CLOSE OF BUSINESS ON FOLLOWING DATES

$500,000, 000
500, 000, 000
500,000,000
500,000, 000
495,000,000
485,000, 000
412,600,000
436,440,000

February

December 24, 1924

"

January
”

”

1"

[1]

31, 1924
7, 1925
14, 1925
21, 1925
28, 1925
4, 1925
11, 1925

$449,035,00C
449,035,000
408,035,000
388,125,500
335,375,500
304,275,500
300,000, 000
300, 000,000

February
1"

EXHIBIT ®C"

I¥ SOLD AT CURKENT MARKET PRICES

PROFIT

% 28B.46

107,051.31
50,224.13
15,312.48
70,029.59

8,720.00

v251, 625- 97

18, 1925
25, 1925
4, 1925
11, 1925
18, 1925
25, 1925
31, 1925

* Book value represents average cost with premiur or discount amortized to date.

.$245,203,500) yielded a net profit of $442,741.03.

#290, 000, 000

270,000, 000
270, 000, 000
275,350, 000

© 244,803, 500

245,203, 500
245,203, 500

LO3S -

¥ 518.65

6,020.00

¥6,538.65

, 1924 to larch 31, 1925 (during which period the account was reduced from 500,000,000 to
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EXHIBIT )~

STATEVENT SHOWING EARNING ASSET HOLDINGS OF ALL FEDERAL RESERVE BAYKS MARCH 25, 1925 AS COMPAFED WITH PREVIOUS WEEK
ALSO WEEKLY AVERAGE OF EARNING ASSETS FROM JANUARY 1 TO MARCH 25 AS COMPARED WITH CORRESPONDING

PERTIOD OF 1924 AND ENTIRE YEAR 1924

{0CC Omitted)

Boston New York Philadelphia (Cleveland Rickimond Atlanta Chicago St. Louis Minneapolis Kansus City Dallas San Francisco Total
Bills Discounted - Merch 18 427,536 £103,164 $31,89¢ $49,027 $35,344 $16,811  $27,441  $14,35C $ 3,867 $ 4,419 $ 1,520 $23,689 $339,484
" " " 25 27,883 136,521 41,108 37,007 34,372 15,396 43,598 9,324 4,092 4,287 1,551 21,7C2 377,641
Net Change 73~ 33,657+ 9,212+ 12,02¢C- 972~ 1,415~ 16,157+ 4,526~ 225+ 132~ 31+ 1,987~ 38,157+
Bills Purchased = - March 18 39,724 52,62¢ 23,659 30,249 11,368 12,294 31,840 13,258 8,8¢c3 14,439 10,618 27,839 276,71
. " * 25 41,092 62,2C9 24,279 30,913 12,834 13,302 43,282 13,193 9,343 15,304 11,050 30,1c4 306,9C5
Net Change 1,368+ 9,589+ 620+ 664+ 1,4¢6+ 1,008+ 11,442+ 65= 540+ 865+ 432+ 2,265+ 30,194+
Government Securities - March 18 20,093 169,653 38,424 38,348 3,029 3,584 55,204 8,487 16,933 23,£42 17,485 33,258 428,250
" " _ " 25 21,148 94,269 24,271 39,449 3,1c4 3,730 52,644 8,890 17,404 24,410 20,1c8 34,324 343,751
Net Change 1,655+ 75,384~ 14,213~ 1,1C1+ 75+ 146+ 2,560~ 403+ 421+ 768+ 2,623+ 1,066+ 84,499~
Total Earning Assets - March 18 87,773 328,492 96,439 118,852 50,350 33,151 116,049 36,620 30,023 43,4€2 30,022 85,584 1,056,847
” " . “w 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
Net Change 2,350+ 32,128- 4,381- - 10,255- 569+ 261- 25,039+ 4,188- 1,186+ 1,501+ 3,086+ 1,344+ 16,148-
!ggglx Average of Earning Asset Holdings
Jan. 1 to March 25, 1925 95,024 324,528 79,628 122,97¢ 37,5€5 26,122 131,401 38,664 27,848 45,650 41,206 102,744 1,073,377
Corresponding Period 1924 68,420 199,174 87,299 97,345 56,338 61,029 118,435 44,612 30,943 48,854 60,329 90,799 963,580
Net Change 26,6C4+ 125,364+ 7,661~ 25,621+ 18,773~  34,9C7- 12,965+ 3,540- 3,095- 3,204- 13,125~ 11,945 109,797+
Jen. 1 to March 25, 1925 95,024 324,538 79,638 122,976 37,565 26,122 131,4C1 38,0644 27,848 45,€50 41,206 102,744 1,073,377
Entire Year 1924 66,191 238,220 70,757 97,220 49,719 43,066 123,599 40,453 36,501 48,917 50,1354 89,113 953,979
Net Cheange 28,833+ 86,308+ 8,581+ 25,746+ 12,154«  16,884= 7,702+ 1,789« 8,053~ 3,267 8,948- 13,621+ 119,398+

Digitized for FRASER
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SUMMARY FOR SYSTRMY

Bills Discounted for week $ 38,157+
Bille Purciinscd for week 3C,194+
Goverrment securilies for woek 84,459-
Total esrnin_ sssets ¥ " 16,148~
Averuge ecrning ssset Loldings Jan. 1 to Mar, 25/25

against corresponding pericd 1924 109,751+
Averege earning asset holdinvs Jan. 1 to March 25/25

egrinat entire year 1924 A 119,3725:
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Boston

New York
Philadelphia
Cleveland
Richmond
Atlanta
Ghicago

3t. Louis
linneapolis
Kansas City
Dallas

San Francisco

STATEMENT SHOWING REVISED RATIOS OF PARTICIPATION OF FEDERAL HESERVE BANKS IN SYSTEM

OFPEN MARKET PURCHASES BASED ON FIGURES FURNISHED A3 OF MARCH 31, 1925.

EARNTINGS

EXPENSES

EXHIBIT "B

Estimated Gross Totel Estimated Amount of
Net Earnings Less Barnings Apr. 1 - Total Expenses Includ- Earnings Over
Current Expenses Dec. 31/25 Based on Net Earnings Estimated ing Dividends ) or Short of Revised
Paid and Accured and Earning Assets Jan.l/25 - lMar.31/25 Estimated Expenses Charge-offs Apr.1/25-Dec.31/25 Estimated Ratio
Accrued Dividends Held Mar. 31 Re- and Gross Earnings Apr.1/25-Dec.31/25 for and Charge-offs Requirements of Par-
Jan.l - Nar.31/25 _maining Unchanged Mpr.1/25-Dec.31/25 Including Dividends 1 9 2 § for year 1925 for year 1925 ticipation
v 131,194 $ 2,777,500 % 2,908,694 % 1,912,300 $ 127,047 w 2,039,347 % 869,347 . 0
512,192 6,978,000 7,490,192 6,519,000 814,000 7,333,000 157,192 . 0
29,309 2,453,000 2,482,309 2,077,000 28,000 2,105,000 377,309 + 0
146,400 2,924,900 3,071,300 2,647,000 372,000 3,019, 000 52,300 + o
83,000 1,498,000 1,399,000 1,422,000 235,000 1,657,000 258,000 5%
141,133 1,002,039 1,143,172 1,161,976 815,836 1,977,812 834,640 14%
49,250 4,174,248 4,223,498 3,567,134 600, 197 4,167,331 56,167, 0
88,390 920, 000 831,610 1,465,000 1,110,000 2,575,000 1,743,3%0 30%
38,969 858,600 818,631 1,074,100 123,300 1,197,400 878,769 %
85,833 1,355,234 1,299, 401 1,632,577 326,722 1,959,299 659,898 127
35,367 884,000 848,633 1,138,400 . 542,520 1,680,920 832,287 157
200
2,V 2,201,000 2,199,000 2,489,000 203, 000 3,192,000 993,000 17%
» . , $5,659,984
¢ 688,919 #28,026,521 $28,1715,440 $27,105, 487 $5,797,622 +32,903,109 1007

1,512,315 +

Net System deficit ........., $4.187,669

—
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} FEpERAL RESERVE Bank ¢
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‘, oF New YoRrKk (J 8\
gl/ Uy’ v 7’v. 'f RS
February 28, 1925.
Dear Mr. Eddy: E , 35/) 5 ébﬁak"

I am sending herewith extract __Oﬁf.'_.«.PPN?,_R,i,E“{E?ﬁi 233, " L -2 F ok

of the meeting of the Open Market Investment Committee e e

with the Federsl Reserve Board held in Washington,
February 25, 1925 pertaining to the activities of the
Open Market Investment Committee.

‘ Very 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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Karech 2, 1928,

Desar ¥r. Latteson;

Reseipt is ssmowledged of yowr legtsr / g Zf*f‘«f |

2§ Jebruay Z3thsmalesing extrast of the mimtes. -'1/ 23

0 o meting of the Opem Fartet Ivestment =233, o

Oomnities with the Pederal Reserve Board held in F s Wortbe tus
KA A

Washingten, Febrmary 25, 1925, pertatning to the
sstivities of the (pem Esrket Mmvestment Jommittes,
which das bean brought to the attention of the
mambers of the Board,

Yery truly yours,

\Bigaed) Walter L. Edgy

WValter L. Mdy,
Beeretary.

¥r. 7. Be Eattsson, Seorstary,
q:q ¥arket Navestment Committes,
¢/c Pederal Reserve Banikc,
¥ew Yorx, ¥. Y.

/
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February 26, 1925. //

i
i

Federal Reserve Board,
Washington, D. C,

Attention: Honorable D. R. Crissinger.

Dear Governor Crissinger:
If, 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 oo
rhetoric which so often appear in such records.
I very much appreciate your cooperation in solving

some of our problems.

. Very truly yours,
N / o a ,gc,ﬁr
A { . R
y N
. -+ BENJ. STRONG
.é\ Governor.

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




Reproduced from the Unclassified / Declassified Holdings of the National Archives ‘ — ;,,
. . DECLASSIFIED

. ' Authority E.0. 12386 -

N o . - . \\

e %

Ta T

MEETING IN WASHINGTON, FEBRUARY 25, 1925,

Changes in nmoney conglitions in the past two nonths have followgd very
much the course which was anticipated in preceding reports of this cormittee.
After Christmas there was fhe usual return of currency to the Reserve Banks am-
mounting in this case to approximately 300 million dollars. There was also the
usual flow of funds to New York from the interior, resulting in en increase of more
than 250 million in the street loans of out-of-town banks, compared with a decroase
of about 100 millien in the street loans of New York City bankss The result of
these tendencies was & 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 itself evident sales were begun from the
Special Investment Account, reaching in’the aggregate during Japuary about 150
millien dollars. These sales were promptly followed by increases in thé rediscounts
of member banks in New York City of between 100 and 150 million and a comparative
stabilization of call loan rates around 3 1/2 per cents Gold exporfs amounting to
nearly 100 million dollars during Jenuary and February and transfers to the interior
over the first 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/@ 1o
3 per cents, thus placing all maturities up to 90 days at 3 per cent;ﬂ The open
market rate for 90 day bills has risen to 3 l/h, but other market rates are sub-,
stantially where they were for the greater part of Decembers

In case the flow of funds continues to New York it is believed that the
committee‘should continue to sell securities from tiﬁe to time ta prevent undue
ease in money conditions, such sales to be limited for the present to an armount to

bring the Special Investment Account down to 200 million dollars:
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We may anticipate before many weeks that the usual spring demand for‘

funds will make itself felt in the money market, Indeed, the epring demand taken

topether with gold exports, which are still continuing heavy, and the cumulative

effect of active business may possibly lead to a rapid increase in rediscounts

and a sharp upturn in monecy rates, which would make an early review of the come

mittee program necessaryiﬂ/

Accompanying exhibits submitted by the Secretary, reflecting in

detail recent Committee activities and data pertinent to System operations, are

as follows:

(A)

(5)

(C)

(D)

(£)

(F)

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

Comparison of Earning Assets Held by all Federal Recerve
Banks Weekly from December 3, 1924 to February 18, 1925.

Statement Showing Participation in System Holdings of
Government Securities at Close of Business February 21,
1925 and Classification by Maturities,

Statement Showing System Purchases of Bankers Acceptances
from June 1, 1924 to February 18, 1925 and their Allot-
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,

Statement Showing Status of System Special Account and the
Resultant Profit or Lose if Securities were Sold at
Market Prices, February 21, 1925.

Chart Showing Effect o New York Money Market of Sales
from the System Special Investment Account,
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EXHIBIT "4"

COMPARISON OF EARNING ASSETS HELD BY ALL FEDERAL RESERVE BANKS
WEEKLY FROM DECEMBER 3, 1924 TO FEBRUARY 18, 192§
{000 Omitted)

TOTAL ¥GOVERNMENT SECURITIES ¥BANKERS BILLS

EARNING Own 9paecial )
~1924-~ __ASSETS | Purchases  Inv. dccts  ACCEPTANCES DISCOUNTED
Dec, 3 81,186,527 3 89,943 3485,000 4354,606 $248,928
vo10 1,167,040 139,296 412,600 352,838 254,256
" 17 *¥1,192,850 *¥127 722 436,440 336,827 283,811
" 24 1,331,932 88,844 449,035 389,574 396,429
"3l 1,249,438 91,125 449,035 387,100 314,128
»1925. ) o _ o
Jen, 7 1,109,965 87,994 408,035 340,978 264,408
" 14 1,079,721 97,376 388,126 323,901 261,759
" 21 945,456 88,088 335,375 306,176 202,757
" 28 988,582 89,788 304,276 307,767 273,692
Feb, 4 1,032,258 88,828 300,000 308,004 322,367
L 1 1,059,608 90,096 300,000 324,647 331,806
18 1,046,381 88,205 290,000 311,747 342,471

*Includes sales contracts
**Includes 340,000,000 advance to Treasury on speeial 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 25,932,900
Philadelphia 7,733,500 Sept. 15, 1925 10,174,500
Cleveland 28,235,000 Dec. 15, 1925 50,1}7.000
Richmond 2,013,500 March 15, 1926 ;9,237,600
Atlanta 842,500 Sept. 15, 1926 31,901.Q00
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

' f Sept. 15, 1928 30,100,000
Kansas City 13,752,500
Dallas 14,873,500
San Francisco 28,665,500

$280,000,000 $280,000,000

(410,000,000 4 3/4% March 15, 1925, notes have been sold for delivery February
24, reducing the System holdings to $270,000,000.)
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EXHIBIT "C*

STATEMENT SHOWING SYSTEM PURCHASES OF BANKERS ACCEPTANCES FROM
JUNE 1, 1924 TO FEBRUARY 18, 1925 AND THEIR ALLCTMENTS
TO PARTICIPATING BANKS UNDER THE " APPORTIONMENT
PLAN PUT INTOQ EFFECT JUNE 1, 1924,

Purchases Allotnments
g'oston $ 107,949, 000 $ 113,961, 000
New York 699,937, 00O ' 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 17,2175, 000 21, 491, 000
Chicago 39,834, 000 104, 598, 000
St. Louis 0 52, 667, 000
Minneapolis g 7,176, 000
Kansas City 48, 0C2 46,681, 000
Dallas 1,966, 000 73, 254, 000

San Francisco 17,874, 000 138, 067, 000

TOTALS $ 947,635, 000 3 947,635, 000

Richmond did not participate 1n purchases durlng year 1924.

Philadelphia did not " " nmonths of June,
December & uanuary.

Atlanta " " » " " "  month of June,

Minneapolis " n Y " " from October to Januarye.

igitized for FRASER
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EXHIBIT "D" STATEMENT SHOWING SALES OF GOVERNMENT SECURITIES FROM SYSTEM ACCOUNT SINCE JANUARY 9, 1925,
DATE OF LAST MEETING OF COMMITTEE, AND THE FROFIT RECEIVED IN EXCESS OF ACTUAL BOOK COST

DELIVERY DATE PURCHASER MATURITY FAR VALUE FRICE PROFITS
Ja  ury 13, 1925 market 4 1/24 /8 6/15/25 $ 10,000,000 2.60% Basis - less 1/32 ¢ 23,913.33
" 15, 1925 Treasury afc 4. P. C. 2 3/4% C/1  9/1r5/25% 1,750,000 Far 65,32
" 15, 1925 Market 4 3/8% T/N 12/15/25 74 500,000 101 9/32 32,187.08
16, 1925 " 4 3/84 T/N 12/15/25 5,000,000 10l 9/32 21,585.61
19, 1925 " 4 3/4% /N 3/15/26 5,000,000 101 7/16 4,118.98
" 19, 1925 " 4 1/24 /N 6/15/25 5,000,000 2.607 Basis ~ less 1/32 11,403.99
" 20, 1925 " 4 1/2% TN 6/15/25 10,000,000 2.60% Basis ~ less 1/32 22,624,080
" 21, 1925 " 4 1/2% /N 6/15/25 3,000,000 2.60% Basis = less 1/32 6,732.09
" 21, 1925 Treasury a/e¢ A, F. C, 2 3/4% ¢/1  9/15/25 2,500,000 Par 81.39
w21, 1925 Larket 2 3/44 ¢/1  9/15/25 13,000,000 " 423.23
" 22, 1925 " 2 3/4% ¢/ 9/15/25 12,000,000 w 389.03
" 22, 1925 Treasury a/e A. P. C, 2 3/4% ¢/1  9/15/25 2, 500,000 " 81,05
w23, 1925 LI LB B 2 3/4% /1 9/15/25 5,000,000 " 161.41
" 23, 1925 Market 4 3/47 T/N  3/15/27 2,000,000 101 29/32 2,433.66
" 26, 1925 " 4 3/4% T/N 3/15/27 2,000,000 101 29/32 2,570.76
" 26, 1925 " 4 1/24 T/N  6/15/25 4,000,000 2,607, Basis =~ less 1/32 8,609.20
26, 1925 " 4 3/4% T/N  3/15/27 2,000,000 101 29/32 2,570.76
27, 1925 " 4 3/4% /N 3/15/26 3,000,000 101 13/32 2,308.24
" 29, 1925 " 4 3/a% /N 3/15/27 2,000,000 101 15/16 3,332.85
30, 1925 ‘ " 4 3/aL /N 3/15/25 1,275,500 2,557 Basis 1,056.63
30, 1925 " 4 3/41 /N 3/15/26 1,000,000 10l 13/32 866.21
" 30, 1925 " 4 3/af /N 3/15/27 2,000,000 171 15/16 3,378.55
February 18, 1925 u 2 3/4L C/1  9/185/25 5,000,000 Per 124.17
" 18, 1925 Treasury a/e¢ Frior Redemption 2 3/4% C/1  9/15/25 5,000,000 " 124.17
" 19, 1925 " muwoow " 2 3/4% ¢/1  9/15/25 5,000,000 " 123.57
" 20, 1925 Market 4 3/a% /N 3/15/25 5,000,000 2,557 Basis 2,152,94
" 24, 1925 " 4 3/a2 /N 3/15/25 10,000,000 2.55% Basis 3,553.18
¢131,525,500 +150,971.48
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BXHIBIT "BE"

wATURITY

march 15,
June 15,
Sert. 15,
Dec. 15,
March 15,
Septs 15,
¥arch 15,
Dee. 15,

Sept. 15,

Digitized for FRASER
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1925
1925
1925
1925
1926
1926
1927
1927
1928

Federal Reserve Bank of St. Louis

RATE

4 3/4%
4 1/2%
2 3/4%
4 3/8%
4 3/4%
4 1/4%
4 3/a%
4 1/2%
4 1/4%

STATEMENT 3HOWING STATUS OF SYSTEM
AND THE PROFIT AND LOSS 1F

SPECIAL INVESTMENT ACCOUNT AT CLOSE OF BUSINESS FEBRUARY 21, 1925
3ECURITIES WERE SOLD AT MARKET PRICES FEBRUARY 21, 1925

3rd L/L

*Excludes $10,000,000 March 1925 Treasury Notes sold for delivery February 24, 1925

EJR VALUE

X3 31,365,000

25,932,700
10,174,500
50,117,000
39,237,600
31,901,000
18,875, 900
32,296,300

30,100,000

$2170,000,000

ACTUAL BOOK COST

100.085
100.380

99.998
10n.755
1n1, 245
1n1.053
101,716
102,015

101,533

+

MARKET PRICES FEBRUARY 21, 1925

100.093
100, 468
100.

101,062
101.312
100. 906
101.843
101.843

101.437

SYSTEM HOLDING3 CLOSE OF BUSINESS ON FOLLOWING DATES

IF 30LD AT CURRENT MLARKET PRICES

PROFIT
@ 2,509.20

22,820.77
203.49
153,859.19
26,289.19

23,972.39

December 31,
Jamuery 7T,
" 14,
" 21,
" 28,
February 4,
o 11,
" 18,
" 21,

1924
1925
1925
1925
1925
1925
1925
1925
1925

$449,035,000
408,035,000
388,125, 500
335,375,500
304,275,500
300,000,000
300,000,000
285,000,000

X 270,000,000

2229,654,23

LOS5

46,894.47

55,549.64

28,896.00
w131,340.11
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MILLIONS
OF DOLLARS RATE
500 \ - 5
BRI
SPECIAL INVESTMENT
| ACCOUNT F.R.SYSTEM
400 —¥ N 4

500_A n\/ . \ ﬂ poaa . 3
UCALL LOAN
RENEWAL RATE

200- - S - S

- . 1
100 NY.CITY MEMBER
| [BANK BORROWING'S

Ol 0

DECEMBER JANUARY FEBRUARY
1924 1925 1925
Effect on the New York Money Market of Sales from the Special Investment
Account
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FEDERAL RESERVE BANK

oF NEw YoRrk

February 20, 1925.

Dear Governor Crissinger:

This is to advise you that we now have replies
from all the members of the Open Market Investment Committee
in accordance with our discussion, arranging to meet in
Waszhington at ten o'clock next Wednesday morning.

Very truly yours,

BENJ. STRORG’
Governor.

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

o>
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Jamary 16, 1925,

Dear Er. Case:

The Yederal Rsserve Board has P
eonsidered and motes with appreval the mimtes \ /- F-25 &""‘*“&
of the reeting of the Open Market Mvestment 333 ,-b -0
Oommittes held st the Pedoral Neserve Bamk of 3, .0 \Wwootee
¥ew York on Jaxuary 9th, indicating that the
Gommittes propoved to oemtinne to sall frem
the Open NMarkst psrtfoliec of securities, asit
ean be dome fyom time to time witheut digturd-

snoee of the market.
Yeory tyaly yours,

P

Riwsod Platt,
Yise OGovernor.

Er. Jo H. Case, Deputy Gevermer,
Poderal Neserve Bunk,
Yeow Yﬂm Yo Yo

A2 STy 7/3/%——
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January 15, 1926

’

Deay N¥r. Mattemons

1 soknowledge recsipt of your lgiisr
0. 18th instant) forwerding « drsft of the
westing of the Open ¥arket In-

g‘vyjmw g mn e ,
\ vostment Committes held at the Pederal Ressrve

Bank of Few York on January Sth, and also sev-
eral copies of the Seoretary's report submitted
at the said meeting., I note thai the minutes
in guestion hmve not been approved by all the
menbers of the Comittse snd that if thore are
any ohanges or corrections a revised copy will
be st to the Board,

Very truly yours,

(Signed) Walter L. Bady

r=
"ﬂuf L‘t my,
Beoretary

¥r. ¥, B, Matteaon, Seorstary,
Open jarket Investment Committes,
o Féderal Resorve Bank,
Hew York, K. T.

e Lo o /,/’Q/%/

Federal Reserve Bank of St. Louis
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FeEperaL RESERVE BAaNK

oF New YorRK

January 13, 1925.

Mr. Walter Ls- Eddy,
Secretary, Federal Reserve Board,

Washington, L. C.

Dear Mr. Eddy:

I am sending you herewith draft of the minutee\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 all the members
F5 of the Committee and if there are any.changes or corrections a re-
vised copy will be_sent to you.

Very truly yours,
AL
We 3%f§i;;;son

Secretary, Open Market
Investment Committee

Encls. (4)

-
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REPORT OF SECRETARY OF THE OPEN MARKET INVESTMENT COMMITTEE
FOR THE FEDERAL RESERVE SYSTEM SURMITTED AT MEETING AT
FEDERAL RESERVE BANK OF NEW YORK, JANUARY 9, 1935

xb\ \\ ‘Since thevlast‘meeting of the Committee on December 19 the trend of
money‘rates has been very muqh as was anticipated, Immediately following ﬁhat
meeting a considerable return flow of funds took place to the interipr:tq fi;l
the vacuum created by Treasury transfers tq this_district. There continued,to
be some gold withdrawal; and these influences, together with year-end read-
justments, resultgd in firmer money condigions.
Call money renewed at 5 per cent. and new loans were placed &t 5 1/2

per cent., and the earning assets of the Federal Reserve Bank of New York inf

prpased to 2410, 000,000 on

24, larcely due to increases in rediscounts

and holdinzs of billg under sales contract.

This increase in our earning }K{

assets created a buffer to take up some of the slack which might develop after
the first of the year.
puring the first week of the new year therreturn of currency from

circulation, and the return of funds from the interior led to 2 rapid easing in

money conditiohs bringing the call loan rate down to 2 per cent. on January 8,
This easing took place more rapidly than could be compensated for entirely by
declines in bills discounted or holdincs of acceptances., Xarning assets of the ‘3g&y

New York bank declined from $410,000,000 on December 24, to §{275,000,000 on

January 7; bills discounted being reduced by ¢80,000,000, while holdings of

bills and securities under sales contract were entirely wiped out. b///

In view of these conditions the members of the Committee were communs=
icated with and on January 5 a decision was reached to sell securities to the

amount necessary to prevent undue ease in money conditions so far as this could
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be»done without disorganizing the market. Accordingly $5,000,000 of secur=-
ities were sold on January 5, $15,000,000 on January 6, {16,000,000 on
January 7, and 25, 000,000 on January_B. In addition $9,909, 500 were sold
to thermreasury, account Alien_Prqperty Custodian, in replacement for sales
of Treasury bonds of like amount to the market. The total holdings in the
System!s account were thereby reduced from $449,035,000 on December 19 to
$398,125,500 on January 8, 1925, effecting 2 net reduction of $50,909,500 in
this account, ¢

Bankers Acceptances

Open market purchases of bankers acceptances from December 10 tov )
December 31, 1924, have amounted to $125,000,000. Of this amount approximately
*80,000,000 were purchased prior to December 22 when the reserve banks! buying
raﬁes»were increased to 2 7/8 per cent. on 60's and 3 per cent. on 90-day
bills, The balance of about $45,000,000 was purchased during the week immed-
iately followipg the change in rates. Owing to»easier money conditions duriqg
the present week dealers' offerings have diminished and bills purchased in.the
New York district amounted to #15,000,000. System bill holdings at the close

of business January 7 amount to {Z41,00C,000as compared with holdings of

353,000,000 on December 10,

A Future Policy

----- The ease in money conditions at the bezinning of the year usually
continues through January. At present our earning assets have decreased to a L/:
point where further ligquidation is limited except in the Special Investment—""

Account. Tt is believed, therefore, that the Committee should stand ready to

e TR e [N

mike further sales, as far as it is negessiry, io-prevseat a period of wn-

usually easy money.conditions, during January. In order to affect the money

market most directly any sales should be made in New York.
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It is customary for money conditions to become firmer in the latter
part of February and in March{ end with an increacing volume of bucsiness
activity we may anticipate that this firming will be pronounced this coming
epring, There will therefore probably be an oppgffggjty for the Committee to
repurchase without difficulty cecurities sold during January if that seems
wice, 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 fqr some
months to come and to confine transactions for the account to sales(ﬂj

APPORTIONMENT OF QPEN MARKET PURCHASES

Exhibit "B" attached shows purchases of bankers acceptances and thgir
allotment to.all participating banks under the plan which was put intg effect
June 1, 1924, of apportioning all open market purchases on the basis of earning
requirsmente of the banks as reported to the Committeeleach month. The exhibit
also tshows the adjustments which are pending on purchases made during the month
of December, The overagec of the Boston and Atlanta banks which correspond‘tq

the aggregate chortages 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 3l
The ratios which were in effect during December of apportioning
System open market purchases will continue during the month of January, as it
wae considered that the banks would be in a better position later in thg month
to determine their requirements for the year 1925. Therefore, all banks are to
report their estimated requirements for the current year basedronpgarning
ascet holdings as of January 31 from which new ratios will be computed to

apply on purchases made during the month of February,
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INDEX OF ATTACHED EXHIBITS

(A) Statement of securities purchased for System account and their
apportionment to all Federal reserve banks at the close
of January 8, 1925.

(B) Statement showing System purchases of bankers acceptances from
June 1, 1924, to December 31, 1924, and their allotments
to participating Federal reserve banks.

(C) Statement showing profit and loss on System holdings of Govern-
rment securities if sold at dealers' bid prices on January
9, 1925.
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EXHIBIT “A"

STATEMENT SHOTING UNITED STATES GOVERNMENT SKCURITIES PURCHASED FOR
SPECIAL INVESTMENT ACCOUNT FOR THE FEDERAL RESERVE SYSTEM
AND THEIR ATPORTIONMANT TO ALL FEDERAL RESERVE BANKS
AT CLOSE OF BUSINESS JANUARY 8, 1925

APPORT TONMENT

Trensury Certificates of Liverty Loan
Notes Indebtedness Bonds Total

Roston % 21,910,000 ¢ 4,224,000 & 1,927,000 ¢ 28,061,000
New York 115, 645,000 21,361, 500 11,182,500 148,189,000
Philadelphiz 7,058,500 3,202, 500 760, 500 11,021, 500
Cleveland 31,156,000 5,713, 500 3,213,500 40,083,000
Richmond 2,246, 500 494,000 149, 500 2,890,00C
Atlanta 905,000 115, 500 155, 500 1,176,000
chicaro 43,455, 500 8,413,000 4,033,000 55,901, 500
st. Louis 10,874,000 1,270,000 1,263, 500 13,407,500
Minneapolis 12,781,000 2,093,000 1,112,500 15,984, 500
Kansas ity 15,244,500 2,821, 500 1,487, 000 19,553,000
pallas 156,522,000 2,939, 500 1,#63,000 21,124,500
San Prancisco 31,703,000 5,876, 500 3,152,500 40, 732,000

#309, 501,000 458, 524, 500 $30,100,000 398,125, 500

RECATITULATION OF PURCHASES

—————————————

RECAPITULATION OF PURCHASES BY MATURITIES

Made by Amount
Roston & 20,871,500 March 15, 1925 y 47T, 640, 500
Men York 274,334,200 June 15, 1925 57,932,700
Philadelphia 16,884, 500 Sept. 15, 1925 58, 524, 500
Cleveland 6,936,000 Dec. 15, 1925 62,617,000
Richmond 600, 000 March 15, 1926 48,237,600
Atlanta 1,944,400 Sept. 15, 1926 31,901,000
Chicago 52,225,000 March 15, 1927 28,875,300
st. Louis 5,453,900 Dec. 15, 1927 32,296, 300
Minneapolis 3,128,000 Third L. L. Bonds
nallas 8,169,000 Sept. 15, 1928 30,100, 000
San Trancisco 7,579,000

4398,125, 500 $398,125,500
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EXHIBIT "B"

STATENENT SHONING SYSTEM PURCHASES OF BANKERS ACCEPTANCES FROM
JUNE 1 TO JULY 18, ALSO AUGUST 28 TO DECENMBER 31, 1924
DISTRIBUTED UNDER THE NEW APPCRTIONMENT PLAN
WHICH WAS PUT INTQ EFFECT JUNE 1, 1924

(000 Omitted)

Pending’
Purchases Allotments Adjustrments
Boston $ 82,656 $'88, 668 $25,703 Over
New York 549,008 204,335 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 5,246 Over‘
Chicago 26,467 75,141 143 Short
S5t. Louis 0 38,86Q 6,078 OShort
Minneapolis Qg 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 3728, 677 3728, 677 $28,949
o ] =

During peripd from July 19 to August 27, no distribution was made

due to light bill efferings.

Richmond did not participate in purchases during the entire period.
Philadelphia did not participate in purchases during months of June & Decermber.
Atlanta "oou " " " *  month of June.

Minneapolis ™ ¢ " " w " ponths of Qctober,
November and Decerber.

Bigitized for FRASER
ttp://fraser.stlouisfed.org/
Nederal Reserve Bank of St. Louis




EXHIBIT "C* ‘ g

STATEMENT SHOWING HOLDINGS OF COVERNMENT SECURITIES IN SYSTEM SPECIAL INVESTMENT ACCOUNT AT CLOSE OF BUSINESS
JANUARY 8, 1925 AND THE PROFIT AND LOSS THEREOM IF SOLD AT DEALERS' BID PRICES JANUARY 9, 1925

IF SO0LD AT CURRENT
MARKET PRICES

MATURI TY RATE PAR VALUE ACTUAL BOOK COST DEALFRS' BID PRICES JANUARY 9, 1925 Profil Loss
Marck 15, 1925 4 % cCch -0~ -0- -0-
March 15, 1925 43/88 TN $47,640,500 100,263 1004312 $ 23,343.8¢
June 15, 1925 41/24 ™A 57,932,700 100,529 100,656 73,574,53
Sept. 13, 1925 23/4L ch 58,524,500 99.997 99.906 53,257.30
Dec. 15, 1925 A 3/84 A 62,617,000 100.867 101.250 239,823.11
March 15, 192¢ 43/l TA 48,2317, 660 101,387 101.375 5,788,512
’ Sept. 15, 1926 A1/8t TA - 31,901,000 101,134 100.875 82,623.59
March 15, 1927 43/af TN 28,875,900 101,816 101.937 34,939.84
Dec., 15, 1927 4124 TN 32,296,300 102,102 101,937 53,288.90
Sept. 15, 1928 41/4f 3rd L/L 30,100,000 101,585 101.218 110, 467.0C
$398,125,500 $371,661,33 $305, 425.3C
SALES THIS WEEK
Delivery Date Purcheser Par Value Maturity Price Profit
January 5 Market $ 5,0C0,000 4 % March 15, 1925 C/I 2,47 Basis $ 30.11
6 " 15,600,000 2 3/4% sept. 15, 1925 C/I 100 580,62
7 " 4,000,000 4 3/4% March 15, 1927 T/N 101 15/16 4,654,92
7 " 12, 000,000 2 3/4% Sept. 15, 1925 C/1 100 462,65
7 Treasury a/c A. P. C. 5,000,000 4 % March 15, 1925 C/1 2,47 Basis 26,08
- 8 " " 2,709,500 4 9 March 15, 1925 C/1 2.47 Basis 13.08
8 " w 2,200,000 2 3/4% sept. 15, 1925 C/1 100 84,48
8 Market __5,000,0C0 4 3/4% March 15, 1925 T/N 2,47 Basis  __6,969.42
$50,909, 5C0 $12,641,36

A —————
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The next mesting of the Open Mariket Inveatasnt
Committee for the Pedersl Reserve System will bs held
at the Poderel Reserve Bank of New York on h-!.dny,
Jenunry 9th. e
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hnury 2y 19*( _

Ky desr Govoraori

1 am bringing to the attention of tho Board the date
of the Open Marxet Investment Comeittee mesting whiak you have
tixed for Laturday, Jamary 10, at Philadelphia, and I thiak .
it will be entirely satisfastory. I will try to be over,
Af it 18 thought advisable, and probably ether membsrs of the
Board will atiend, |

Very truly yours,

R oo D OriesingeT
Grgned) D 2

D. B, ar’s”m.
Govarnor.

¥r. Benj. Strong, Goveraor,
Pedural Hesorve 3ank,
Bew York, X. Yp

/
AARE. rtlntO /3 P
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FEDERAL RESERVE BaNnk

oF NEw YoRK

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,
it 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 cénvenient for you or for any
of the members of the Board who plan to participate, and if 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, ‘ |
&h%m? - Bedads 7ed
. ‘w )‘W’ _/a/vv, |
BENJ. STHONG gﬂw |

Governor.

proelono i
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