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Office Corresponuerce == Date_due 1, 1928,
To_ All Members of the Board Subject: .

From Mz, MéClelland

ero 2—8495

At the meeting this morning, there was ordered circulated, the
attached letter, datg“wugsgaajh) from Mr. Matteson, transmitting a
copy of the minu of the meeting of the Open Market Investment
Committee, held lhnhingt on May 25th, ,

-8 M¢ ERERCIE S B T 2o
verncr Young
¥r. Platt .
Mr. Hamlin\/
Mr, Miller
Mr, James
Mr., Cunningham -
Mr. McIntosh

Pleage return to Secretary's office,
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June 1’ 1928.

Dear 'r. llatteson: i s o o b
5135 fag pded 33374 5 Fisad et

‘ Receipt is acknowledged of your leiter of

Hay 29th, addresgsed to Governor Young, transmitting

a copy of the minutes of the meeting of the Open

Varket Investment Committee, held in Washington on

May 25th. These minutes are being brought to the

attention of all members of the Board.

Yery truly yours,

rpeennd) BN McClelland.

E. M. }McClelland,
Asgistant Secretary.

Mr. W. B. Matteson, Secr-tary,
Open Market Investment Committee,
c/o Federal Reserve Bank,
New York, H. Y.
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considered by the committee, dated May <4.

truly yours,

ﬁ! B. Maiteson
Secretary, Open Market
Investment Committee

Honorable Roy A. Young,
Governor, Federal Reserve Board,
Wuashington, D. C.

Fnels. (3)
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Nay 26, 1928

Dear Governor Young: \_’rle~,,w,f»w

I am enclos1ng nerew1th, for your Illes, a copy of the
ting of the Open market Inves£mcnt Committee held
in Washington on liay zs,xtogether with « copy of the secretary's

report to the meeting, and a copy of the preliminary memorandum
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CONFIDENTIAL May £9, 19Z8

Dear Governor joung: 5/,.” 5;/: - LL“X“f 233, -4 -2
: ey & 3 :)_ .(‘. "ﬁ&-“/wc T
1 am enclosing a copy of the minuteg\of the meetl— Ak

inz of the Open Merket Investment Committee held in Washing-

0]

ton on May 25,&

truly yours,

W. Be Matteson
Secretury, Open Market
Investment Committee

Honorable Roy 4. Young,
Governor, Federal Reserve Board,
Washington, D. C.

fnels. (15

igitized for FRASER X
ttp://fraser.stlouisfed.org/ / - A

ederal Reserve Bank of St. Louis



m———

Reproduced from the Unclassified / Declassified Hol

htt
Fe

:/[fraser.stlouisfed.org/

Digi‘[ized for FRASER

dings of the National Archives

May 25, 1928
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The Federal Reserve Bosrd has considered the report and
recomnendations submitted by the Open larket Investment Com-
nittee today, & eopy of which, in the form finally adopted

by the Committee is attashed hereto.

The Board approves the polioy outlined in the report
and authorizes the sale of further seourities from the Open
Market Investment Account, Lf suoh sales are deemed necces-

sary by the Committee.

Very truly yours,

{Siigaid) Bu A YOUNE

R. A. Young,
Governor.

¥r. J. He Cage, Acting Chairmen,
Open Market Investment Committes,
o/o Federal Reserve Bank,
New YOI’k. N. Y.

eral Reserve Bank of St. Louis



0
H

gitized for FRASER

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

el

.~ DECLASSIFIED

Authority E.0. U35k

At the time of the last meeting of the YUpen #arket Committee on
April 30th, it apperred that the expansion in the totel volume of
benk eredit was eontinuing at what sppeared to be an unduly rapid ratee.
Sinee them, sales of securities by the reserve anks have oontinued,
several of the reserve banks have inoressed their rediscount retes
and there have bheen further exports snd ear marking of gold,

¥hile there has bheen some pause in the expansion of bank
oredit, it is not yet oclear that the expansion is definitely checked.
This meeting of the committee ‘;Il » therefors, oalled to review and
oonsider the present oredit situation with the aim of determining
whether sny different polisy than timt adopted at the last meeting
should he resommended.

After considoring the memorandua submitted by the Chaoirmen and
reviewing the verious fectors in the oredit situation, the oammittee
sees no reeson to change the poliey adopted at the last rweting and
conocurred in by the Fodsral Heserve Boerd. The oommittee believes
that it may still be necessary to exert further pressure on the ofedit
situntion and, to this end, that it mey be advissble to wke further
snles of securities.

The sommittee would expeot to meet again within the next month,

tp://fraser.stlouisfed.org/
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At the time of the last mesting of the Upon Harket Committes on
April 30th, it appeared that the expsnsion in the total volume of
vh-nk eredit wns eontinuing at wimt appeared to be an unduly rapid rate,
3ince then, sales of seeurities by the reserve anks have oamtinued,
several of the reserve bmnks have increased their rediscount rates
and there hve besn further exports and ear marking of golde

#hile there has been soms pause in the expansion of bank
oredit, it is not yst clear that the expansion is definitely echecked,
This meeting of the comxittec was, therefore, ozxlled to review and
eonsider the present oredit situation with the aim of determining
whether sny different policy than that adopted at the last meeting
should be noourﬂhd'

After esonsidering the memorsndus submitted by the Choirman and
reviewing the varicus fastors in the eredit situstion, the committee
sees no resson to ehange the polisy adopted at the last nesting and
concurred in by the Federel Heserve Board. Tho committee belisves
that it may still Yo necessary to exert further pressure on the orod£§
siturtion and, to this end, that it may be advissdle to nake further
mles of seourities.

The committes would expect to meet sgain within the next monthe
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The Committee believes that it may _be necessary to exert further pressure

A
on the oredit situation and, to this end, that it may be advisable to make further

sales of securities. LS T 25
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At the time of the last meeting of the Open Market Committee on

t-1
Nt
April 30th, it appeared that the expansion in the total volume of
bank credit was continuing at what appeared to be an unduly rapid rate®
Since then, sales of securities by the reserve banks have continued,
several of the reserve banks have increased their rediscount rates
n / >
and there have been ftkrther exports and ear marking of gold. .
Ihile there has been some pause in the expansion of bank - f
§ 7.. Hii
credit, it is not yet clear that the expansion is definitely checked. n

This meeting of the committee was, therefore, called to review and
consider the present credit situation with the aim of determining r\l
whether any different policy than that adopted at the last meeting < .i
should be recommended*

After considering the memorandum submitted by the Chairman and
reviewing the various factors in the credit situation, the committee
sees no reason to change the policy adopted at the last meeting and

concurred in by the Federal Reserve Board” inu&nfr..<fchia "policy

The committee would expect to meet again within the next; month#

o™ XOsl, ofc pM.
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The Gomittee has considered the iMBorwxdan oultaittod by tho Zh&irmn
reviewing the orodit situation

While thoro has heea mm pauee in tho expansion of orodit, it i« not Zit Z sp
clear that tho expansion is definitely chocked. She Owaalttee believes that
it is difficult to estimate tho exact effect of tho tales of securities that
bore been aade to date, aad feels that it Is possible that a cumlative effect
not yet apparent aay neks itself aonlffcst la the near foxture*

The Oocsaaitteo believes that sales of securities should he continued at
least during the next week.

fo take care ef aay acute situation which aay develop suddenly, the
Cooalttee Relieves ftortheaaorc that it tfwuld have authority to asks purchases
of securities to aa anoutt not exceeding $100,000,000 as aay he necessary to

teke eare of sadh a situation if it rfhomMd arise*

aly @y, ANSIANK
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e Commlttes hasg cnusidered tiw nemorendun suimitted by the Chairman
raviewing the crodit situation.

ile there haes been some pauae in the expansion of credii, it is not yet
clear that the exnansion is definitely checled. The Zormitice believes thot
1t is difficult i5 estimate the exact effact of the sales of securities that
have been made te date, ond feels that 1t 1s vposaible that » cwmlative effect
not yebt onoerent vy rwite itaelf manifeat in the near future.

e Commaltter believes that sales of gecarities should be contihmed at
least daring the next wook,.

To taire care of any acute situation which mn develon suddenly, the
Somaitien Velleves furtherrore that it should have authority to male nurchases
of securitiss to an mmount not exeeedins 100,000,000 ag may be neceasary to

take care o7 such a situation if 1t should ~rise.
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The Cormittee has considered the memorandum submitted by the Chairmen
reviewing the credit situation.
While there has been some pause in the expansion of credit, it is not yet
* clear that the expansion is definitely checked. - The Committee believes that
it is difficult to‘estimate»the exact effect of the sales of securities that
have been made to date, and feels that it is possible that a cumulative effect
not yet apparent may make itself manifest in the near future.
The Commiftee believes thatvsgles of securities should be continued at
least during the next week,
To taxe care of any acute situation which may develop suddenly, the
Committee believes furthermore that it should have authority to make purchases
of securities to an amount not exceeding $100,000,000 as may be neéeésary to

take care of such a situation if it should arise.
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1928, as reported at the last meeting of the Cormittee on April 30, 1928,

amounted to

REPORT OF THE SECRETARY OF THE OPEN MARKET INVESTMENT COMMITTEE

-
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Authority E . 0. 12356
\

T0_THE MEETING OF THE COMMITTEE ON MAY 25, 1928

Holdings of Government securities in the System Account on April 25,

Tt st At Va5

el T T B S A

In accordance with the policy agreed to at the said neeting, net

sales in the Account have resulted in a further reduction of

leaving total holdings in the Account on May 23

- .-

- e s e wm e

Following is a statement of the transactions in the Ac-

count since April 25%

Holdings in Account on April 25

until further notice, we rcduce their share of System purchases of bills one half.

Accordingly their allotment percentage was reduced from 14% +to 7% and apportioned

Changes week cnding May 2:

Sales to Foreign Account
" " Member Bank
" " Market
Purchase from Foreign Account

Changes week cending May 9:

Sales to Foreign Account
" " Market

Changes week ending May 16

Sales to Market

Changes week ending May 23:

Sales to J. P. Morgan & Company

as Fiscal Agent
Sales to Market

- e e e @ w = o e = W

$ 7,140,000
250, 000
L7, 000, 000

524, 390, 000
11, 470, 000

$170, 078, 300

12, 920, 000

2, 450, 000
14,200, 000

5157,158, 300

16, 650, 000

15, 000, 000
9,958, 300

5140, 508, 300

15, 550, 000
$124, 958, 300

24, 958, 300

Total holdings in Account close of May 23 - 3100, 000, 000

On May 11, 1928 the Federal Reserve Bank of Chicago requested that,

to other participating banks.

igitized for FRASER
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$170, 078, 300

70, 078, 300

$100, 000, 000
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On April 28 +the Federal Reserve Bank of Chicago advised that they did
not Wish to participate in the distribution by the Federal Reserve Bank of Boston
of over purchases of bills made by the latter.

Under date of May 17 the Federal Reserve Bank of Philadelphia by
resolution of their Board of Directors reéuested us, until further notice, to

omit them from participation in "overages" in the purchase of acceptances by other

Federal reserve banks,
Attached are statements showing:

Exhibit A « Outright holdings of Government securities by
individual Federal rescrve banks and their
participation in the System Special Investment
Account, Government securities; also classifices
tion of issues held in the System Account by
raturities as of close of business May 23, 1928,

Exbibit B = Statement showing earning asset holdings of all
Federal reserve banks May 16, 1928 as compared
with previous week and May 18, 1927; also weekly
everege of carning assets from December 28, 1927
to May 16, 1928 as compared with corresponding
period 1927 and entire year 1927,

Exhibit @ « Statement showing actuel carnings of all Federal
reserve banks for the first four months in 1928,

Exhibit D - Bills purchased cutright by System by weeks from
December 29, 1927 to May 9, 1928,
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EXHIBIT "A"

STATEMENT SHOWING HOLDINGS OF GOVERNMENT SECURITIES BY FEDERAL RESERVE BANKS

Qutright Holdings of Participation by Fed.

Government Securities Res. Banks in System

by Federal Reserve , Spec. Inv, Acct. Gov't

Banks as at the Close Securities as at the

of Business May 16, 1928 Close of Business May 23 Totals
Boston 8 707,000 & 17,721,000 ¢ 8,428,000
New York 6,252,000 % ‘ 6,550,000 32,802,000
Philadelphia 15,188,000 7,203,000 22,391,000
Cleveland 26,309,000 8,334,500 34,643,500
Richmond 1,153,000 2,671,000 3,824,000
Atlanta 3,138,000 2, 348,000 5,486,000
Chicago 19,928,000 15,412,000 35, 340,000
St. Louis 16, 625,000 5,091,500 21,716,500
Minneapolis 7, 585,000 : 3,864,000 11,449,000
Kansas City 9, 733,000 6, 784, 500 16,517,500
Dallas 9,994,000 5,424,500 15,418,500 -
San Francisco 9, 680,000 8,596,000 . 18,276,000

Totals $126,292,000 $1C0,000,000 9226, 292,000

* Of this amount $4,869,000 was held temporarily and resold after close of statee
ment week ending May 16, 1928.

CLASSIFICATION OF ISSUES CF GOVERNMENT SECURITIES HELD IN
THE SYSTEM SPECIAL INVESTHMENT ACCOUNT

31/8% ¢/I due June 15, 1928 $ 1,185,000
41/a% L/L "  Sept. 15, 1928 (Thirds) 1,356,700
31/4% C/T ™ Deec. 15, 1928 (0ld) 47,189,000
31/4f " " " Dec. 15, 1928 (new) 22, 218, 500
33/8,"" " Mar. 15, 1929 5,450,000
31/24T/N % Mar. 15, 1932 10,160,000
31/2% """ Sept. 15, 1932 5,000,000
31/24 " " Dec. 15, 1932 7,440, 800

Total $100,000,000

Digitized for FRASER
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Bills Discounted
L]

Net Cheange

Bills Purchased
L] L]

Net Change

Government Securities
" L]

Net Change

Total KEarning Assets
L] n ]

Net Change

STATEVE'T SHOWINC EARNING ASSET HNIDIVGS OF ALL FEDSH'L R=3ERV” BATKS MAY 16, 1928 CONPARFD WITH ~ IVIOUS WEEK AMND MAY 18,

AVERAGE OF EARMING ASSETS FRON DECEMBER 28, 1927 T0 wAY 16, 1928 :5 Sobr,ifiED #ITH CORRESPOMDING PERIOD 1927 AND ENTIRE YEAR 1927

ZXHIBIL "B"

1927; ALSO WREKLY

- May 9
» 16

- May 9
* 16

- May 9
" 16

- May 9

Comparison of Weekly Average

af Bamming psvets

Same peried 1927
Butire year 1927

Net Change from seame period 1927
» - * entire yeaur 1927

Comparigen of Earning Assets

May 16, 1928
[) 1927

*

Net Change

Digitized for FRASER
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Boaton New york prila. Clevelend Wi chmond Atluntae Chicugo 5t.Louis
$ 54,589 $290,126 $47,215 867,575 $39,025 $48,785 3105,670 $31,124
57,562 296,823 55,197 59,439 42,251 46,236 112,779 55,322
2,973+ 6,703+ 7,982+ 3,136= 3,206+ 2,549~ 7,109+ 4,138+
38,375 84,050 38,249 35,589 16,941 22,184 50,159 2,769
40,023 69,884 38,984 34,178 16,754 22,519 47,682 1,472
1,648+ 14,166- 735+ 1,411~ 187- 235 2,477- 1,297-
11,555 43,501 25,309 38,434 4,905 6,463 43,483 23,779
10,355 46,900 24,189 36,724 4,490 6,071 39,237 22,988
1,200~ 2,601~ 1,120~ 1,710~ 415~ 392- 4,246~ 791-
104,519 423,677 110,773 141,598 60,871 77,432 199,312 57,682
107,940 413,613 118,370 136,341 63,495 74,826 199,698 59,782
3,421+ 10,064~ 7,597+ 11,257- 2,624+ 2,606~ 386+ 2,100+
108,250 334,365 114,919 133,478 59,351 54,145 189,512 64,245
72,051 247,912 78,371 108,797 39,770 47,237 154,514 53,867
79,546 282,822 88,085 111,895 55,679 49,115 155,812 59,695
36,199+ 86,453+ 36,548+ 24,681+ 19,581+ 6,908+ 25,998+ 10,378+
28,704+ 51,543+ 26,834+ 21,583+ 3,672« 5,030+ 24,700+ 4,550+
107,940 413,613 118,370 130,341 63,85 74,826 199,698 59,782
69,025 219,158 82,027 103,562 40,204 49,798 114,470 60,311
38,915+ 194, 455+ 36,343+ 26,779+ 25,028+ 85,228+ 529=

Bills bilcountod for week
Bills Purchased for week

23,291+

SUMMARY FOR SYSTEM

Government Securities for week
Total Barning Assets for week
Comparison of Weekly Average of Earning Assets Dec. 28, 1927

to May 16, 1928 with same period 1927

Comparison of Weekly Average of Earning Assets Dec,28, 1927

to May 16, 1928 with entire year 1927

yinn, Kan, City Jellas San Fran, Totale
$10,346  $19,643 $ 6,832 $5¢,201 $ 777,14
9,001 22,006 7,142 63,64 807,412
1,345~ 2,363+ 212+ 7,445+ 30,271+
19,925 15,050 16,144 25,669 365,104
20,502 14,489 14,855 25,950 347,292
577+ 561~ 1,289~ 281+ 17,812~
13,013 21,016 13,176 21,758 277,392
12,413 2,461 18,071 20, 421 262,320
600~ 555~ 105- 1,337~ 15,072~
44,274 55,709 41,152 103,628 1,420,627
42,906 56,956 40,070 110,c17 1,418,014
1,368~ 1,247+ 1,082~ 6,389+ 2,613~
39,320 57,543 45,731 111,518 1,303,377
31,794 52,288 39,705 107,168 1,033,474
35,537 55,562 46,416 100,415 1,120,579
7,526+ 5,255+ 6,026+ 4,350+ 269,903+
3,783+ 1,381+ 685- 11,103+ 182,798+
42,906 56,956 40,070 110,017 1,418,014
32,385 52,084 40,396 91,159 954,579
10,521+ 4,372+ 326~ 18,858+ 463,435+
$30, 271+
17,812~
15,072~
2,613-
269,903+
182,798+

Comparison of RTarning Assets May 1A, 1928 with May 18, 1927 463, 435+
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Exhibit "C®

STATEMENT SHOWING ACTUAL EARNINGS OF ALL FEDERAL
RESERVE DANKS FOR _THE FIRST FOUR MONTHS IN 1928

Federal
Reserve Gross
DBank Earnings
Boston $ 1,268,234
Now York 3,927,873
Philadelphia 1,355,514
Cleveland 1,632,604
Richmond 712,763
Atlanta 632,003
Chicago 2,227,286
S3te Louis 756,299
Minneapolis 447,712
Kansas City 725,873
Dallas 548,313
San Francisco 1,312,776
Total $15,547,260

b

Qigitized for FRASER
hitp://fraser.stlouisfed.org/
Hederal Reserve Bank of St. Louis

Available for

depreciation

allowances,

Net deduction Toserves,

Current fron current surplus and

Expenses net earnings franchise tax
8 610,518 $ 198,317 $ 459,399
2,151,306 837,998 938,569
671 4,289 290 ,846 393,379
880,387 296,714 455,513
467,942 139,535 105,286
413,298 101 ,416 117,289
1,282,253 389,677 555,356
450,765 105,982 199,552
342,551 66,77C 38,383
564,314 78,564 82,995
408,155 117,792 22,366
811,22 _ 203,999 297,355
$9,054,4200 $2,827,818 $3,665,442
p e = P ] b=

Total for same period.1927 $1,901,358

A



BILLS PURCHASED OUTRIGHT BY SYSTEM BY WEEKS
FROM DECEVBER 29, 1927 TO MAY 9, 1928

(000 %gnittod)

EXHIBIT "D

INCREASY. or DECREASE

In Holdings Dealers opoutions
Including Sales Contracts With gther Dist Pl
Weeks New York New vork System
Ending Boston Banks Dealers Total Phile, Cleveland Richmond Atlanta Chicego Dallas San Fran, Totals, gperations |Opsretions nnocoivod sent
s , s
Jan, 4 $ 3,029 $ 18,275 $ 8,202 $26,477 $ 4,083 $ 1,200 $1524 | § 240 | ¢ 2,897 $ 1,149 $ 3,164 |§ 43,964 | § 4,400- | $ 1,600+« || $ 2,773 $ 7,658
- .n 12,855 28,708 20,825 49,533 2,147 2,080 200 66 1,293 1,Mm1 2,700 72,585 1,900+ 5400+ 1,835 12,008
" 18 5,472 26,824 7,351 34,175 4,899 530 130 222 2,320 79 2,304 50,831 13, 700~ 23,500~ 1,505 7,320
. 25 5,584 19,208 4,565 23,713 4,696 713 210 88 5,028 506 1,275 41,873 15,500= 21, 700= 2,836 9,901
Feb, 1 11,0M 40, 225 4,946 45,171 5,411 | 1,613 155 152 5,713 1,042 2,367 72,695 30, 700+ 30,000+ 4,962 9,928
" 8 7,508 14,111 5,702 19,813 4,842 | 2,272 433 32 4393 762 1,099 41,154 13, 800~ 8,100~ 5,299 94526
» 15 1,083 4,584 6,174 10,758 5,177 | 76 =0 457 388 210 1,053 19,842 15, 200~ 14,500= 3,337 3,463
= a 3,736 10,531 2,839 13,370 3,820 809 +0 131 1,356 584 439 24,245 2,100~ 1,500~ 2,461 6,827
A+ 3,407 17,003 3,760 20,763 4,641 252 918 98 2,109 275 1,649 34,112 9,300~ 9,500~ 3,631 4,802
Mar., 7 4,015 15,991 2,315 18,366 928 1,909 244 107 1,738 1,259 1,001 29,567 8, 700w 5,300= 2,384 4,437
R V38 7,162 17,299 5,214 22, 504 2,342 380 215« 105 2,586 1,152 1,670 38, 066 7,700+ 4,900+ 1,313 5,061
. n 4,529 16,691 2,733 19,624 2,921 ., 723 s 270 4 2,840 1,034 4,968 | 36,913 10,500~ 10, 600= 1,916 6,091
" 28 - 8,59 26,150 2,042 28,192 2,409 74 (e 30 1,676 926 997 - | 43,535 12, 600+ 13,500+ 99 10,736
Apre 4 10,256 21,347 5,903 27,250 6,476 795 %50 348 7,849 281 2,297 56,002 2, 800~ 24500~ 5,746 12, 589
* 1 21,547 15,300 3,744 19,044 3,858, 184 100 107 2,041 1,377 1,704 49,957 1,600~ 18,000+ 1,075 17,812
*» 18 13,632 19,997 10,643 30,640 17,770 500 122 a4 60 4,898 1,041 4,830 63,43 30,500~ 10, 800~ 877 10,170
R - ] 15,553 23,258 6,623 29,881 5,500 -0- 398 203 622 1,132 3,39 56,680 1,200+ 15,100+ 106 12,537
May 2 7,510 24,765 6,253 31,018 3,366 727 ~0- 5 2,025 1,364 1,459 47,474 3, 800~ 2,700- 8,88 - 6,M3
R | 4,703 20,887 10,938 31,825 4,7 100 1,134 184 2,319 638 278 45,952 1,600+ 2,000+ 5,246 3,324
. . . ;_} e . ’
TOTALS $151,243 §381,345 $120,832  ¢§502,179 $80,052 $6,207, §6,703  §2,640  §54,041  §17,222 §38,645  §868,940  §76,200-  §20,200- §56,83¢  §$160,898
' .
Sales
Putright gontracts Net Change
Actual change in System's holdings during period $28,700+ $48,900- $20, 200~
Based exclusively on New York's opomtim;, change would have been 31,500- 44,700~ 76,200~

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

SOAYAIY [BUOREN aU) Jo SBUIPjOH Palyisse|aad / paiisse|oun sy} wolj paonpoiday




Reproduced from the Unclassified / Declassified Holdings of the National Archives

~ DECLASSIFIED
Authority E.0. 1235k

EXHIBIT "D (a)"

MATURITIES OF BILLS PURCHASED uY THE SYSTEM

DURING THE PERIOD FROM DECEMBER 29, 1927 TQ MAY O, 1928.

EXCLUDING SALES CONTRACTS

(000 OMITTED)

1-30 days 31-60 days  61=90 days 9gi§;ys Totals
Boston 5 32,408 4 28,801 5 82,764 $ 7,270 151,243
New York 201, 682 146,184 136, 534 17, 777 502,177
Philadelphia 12, 503 27,496 40, 053 0 80, 052
Cleveland 701 7, 557 7, 646 313 16,217
Richmond 2,019 2,271 2,413 0 6, 703
Atlanta 935 806 899 0 2, 640
Chicago 14,145 28, 243 11, 653 0 54,041
Dallas 3,517 5, 240 5, 247 3,218 17,222
San Francisco 11,196 14,301 11,552 1,593 38, 645
Totals $279,1o§ 5260, 899 5298, 761 530,171 5868, 940
e o . So A
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Confidential May 24, 1928.

Preliminary Memorandum for the Open Market Investment Committee.

v Operations conducted since the meeting at thg Qnd o{ April havéf

been successful in increasing materially the indebtedness ofmsmber banks,

especially New York City members, and in tightening further the New York

noney market, Changes in member bank borrowings are surmarized belows
(In millions of dollars) |

New York City All Other
Member Banks Member Banks Total

April 28 - 172. 572 744
May 21 272 608 880

The increase in the indebtedness of all member banks at the
reserve banks increased about 140 million di¥ing the three weeks, due chief=
ly to the following-factors:

Reduction in the System Account from $154,000,000
~on April 27 to 100,000,000 on May 23.

Gold loss through additional earmarkings of 68 1/2
million and net exports of 16 million.

Reduced buying of bills and consequent reduction
of about 25 million in Reserve Bank bill holdings.

_As the tabﬁlatipn above indicates, most of the increase in member
bank borrowing has been by New York City banks. [};Eances in discount .
rates of five Reserve Banks from 4 to 4 1/2 per cent in the latter part of
April appear to have greatly assisted in keeping funds from flowing te
New York, and eonsequently helped to make effective the further sales of
securities in the New York market, The result is apparent in the eourse
pf rioney rates previous to the advance in the discount rate of the

New York Reserve Bank on May 18. The advance at New York after New York

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



ya

igitized for FRASER
ttp://fraser.stlouisfed.org/

Reproduced from the Unclassified / Declassified Holdings of the National Archives

" DECLASSIFIED
. . Authority E.0. 1235k

2
City members had been placed hegvily in»debt‘at the Reserve Bank has been
effective in tightening the money market further. Present money rates
and changes since the latter part of April and since the latter part of

last October are indicated in the following table:

' Change Since
May 23 April 27 Octoper 28
1928 , 1928 1927
Call money 6 + 1 + 2 1/2
Time money, 90-day 5 1/2 +1/2 +11/4
Commercial paper 41/% - 4 3/4 + 1/8 + 1/2 - 3/4
Bills, 90-day 4 -a1/8 +1/8 -1/4 + 3/ - 17/8

These rates are the highest for the time of year since 1923, It
is evident that rates on security loans have been advanced ruch more than
rates on cormercial borrowing, which is in keeping with the nature of credit

expansion in recent months.

Loans on Stocks and Bonds

Notwithstanding the substantial increase in interest charges on
security loans, such loans have continued to increase rapidly. A further
increase of over 350 million during the past three weeks has carried the
total of loans to broke?s placed by New York City banks to 4 1/2 billion
dollars, an amount 800 million higher than in the first week of March, and
nearly 1, 600 million or 55 per cent larger than a year ago. Changes in
these loans during the past three weeks are summarized belows

(In milliofs of dollars)

April 25 ley 16 Change

Loans placed:

For own account. 1,200 1,312 + 112
For out-of ~towvm banks 1,614 1, 655 + 41
For others 1,331 1,535 + 204
Total 4,145 4,502 + 357

po et

Most of the increase during this period has been in loans of

ederal Reserve Bank of St. Louis
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New York banks for their own account, and in loans for others than banks.
The heavy indebtedness of New York banks, together with the recent advance
in the discount rate of the New York bank, should give these banks an in-
centive to restrict their lendings.

It is too early to determine the effect of this latest move in
checking credit expansion. The movement of stock prices, which rather than
the volume of trading has caused the expansion of security loans, has been
highly irregular during the past week, - evidence of fairly heavy liquidation

on several days has been followed by a recovery,

Interdistrict Movement of Funds

The flow of funds to and from the New York money market is alsc an
important factor in the extension of credit for stock trading purposes. It
has been apparent in more than one instance since the beginning of this year
thet an inflow of funds to New York hac largely offset the effect of open
market operations; it has been apparent zlso that banks in other parts of

the country as a whole have had no surplus funds since the end of January,

but that these transfers were accompanied by increased borrowing by member
banks outside of New York.

The accompanying chart shows the atcumlative movement of funds
to and from New York City banks since April 18, the date that marked the
culmination of a heavy inflow of funds to New York, and that just preceded
the beginning of Reserve Bank advances in discount rates. Call loan renewal
rates also are shown,

The decline in call money renewals to & 3/4 at the beginning of the
period, together with Reserve Bank discount rate advances in several dis-
tricts, appear to have caused some withdrawal of funds from New York until
the end of April. The usual month-end inflow and subsequent outflow fol-

Yowed, and recently some movement of funds to New York has accompanied 5 1/2;
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to 6 per cont call money. This latest inflow thus far has been moderate,
. - “
but the further rise of moncy rates since the discount rate of the N ew York

Reserve Bank was advanced may tend to draw funds more heavily toward New York.

Conclusions

1 - Furthe® Reserve Bank security saies, restriction of bill pur-
chases, and gold loss have substantially increased member bank
indebtedness, and have caused a further advance in money rates.

2 - Advances in discount rates of several Reserve Banks other than
New York, most of which occurred in the latter part of April,
appear to have been effective in preventing a further flow of
funds to the New York money rmarket, and in confining the in-
crease in member bank indebtedness largely to New York.

3 - The increase in indebtedness of New York members and the rise in
money rates previous to the advance in the discount rate of the
New York Reserve Bank didk&ﬁ;check the expansion of credit used
for security trading purposes. T - -

4 - The advance in the discount rate of the New York bank, after
New York member banks had been placed heavily in debt, has
resulted in a further tightening of the New York money market.

5 = This fursher advance in roney rates may tend to attract funds
from other sections of the country, which would neutralize the
effect of further security operations. |j
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TELEGRAM
R
j FEDERAL RESERVE SYSTEM S
(LEASED WKRE SERVICE)
RECEIVED AT WASHINGTON, D. C,
196
o1
NevwYork 48lp May 18 1928
Yopng -

Washn

Oonfiming our talk by telephone today, Mesting of open market investment
committes originally called for Tuesday May 22 has been postponed to Friday

May 26 ten AM offloe of Board Washington,
 case
402p

By

igitizedl.fgrﬁ% orrton: 18 211901 * " ‘ e,
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FEDERAL RESERVE BANK

ofF NEw YORK

May 16, 1928.

Dear Go&ernor Platt:

Following my talk with you last Monday, I have ar-
ranged for & meeting of the Open Market Investment Committee,
to be held at Washington on Tuesdey, llay 22, at ten a. m., in
the oifice of the Federel Reserve Board.

I sm hoping that it may be possible for the committee
to meet with the Federsl Reserve Board at about eleven o'clock
thet morning.

Very truly yours,

700
J. H. CASE,
Acting Cheirman,

Open Market Investment Committee.

Honoresble Fdmund rlett,
Vice Governor, Federszl Reserve Board,
Washington, D, C.

s
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Form No. 1381. 3.3 3 ww{”" -
FEDERAL RESERVE =2,V -

Office Correspom~ 2 e Date ay 14, 1928

To___ A1l Members of the Board Subject: S
~ From .
At the meeting this mornming there was ordered circulated the '
“\_ sttached letter dated May 7tH, from the Aoting Secretary of the . . o¢ ¢
Open Market Invéstment Committee, transmitting copies of minutes| / L

of the meetings of the Comnittee held in Washington April 29th ‘/ / / P l,utu

and 30th. ’.‘5 P A Y_ b
Governor Young: / 3 e ,,‘;, R 3

Mr. Platt:v~

Mr. Hamlin; -

Mr. Miller://'
My. James:

Mr. Cunningham:

Mr. McIntosh:

Py ! [ o
qitized for FRASER Please cn.rculate. pzfomptly and return to the Secretary's Office.
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ey 14, 1928.

Dear Nr. Harrison:

Wm received in
dus course and the m s 0 Open Nariket

" DECLASSIFIED
Authority E.0. 12356

%33 ~far

*

¢

- Y /; .
’3 w Fooe

j oo ~:’ oy,

Investument Comcittee held on W pried
which were transmitted therewlth, have been brought 7.4r-«f P L7,

to the attention of the wexzbers or the Board.

Very truly yours,

(Signed) Walter L. Eddy

Halter L. Eddy,
Secretary.

¥re. George L, Harrison, ioting Seoretary,
Open N¥arket Investment Comltt«

u/n Federal Reserwve Bank,

New York, N. I,
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May 8, 1928
Dear Mr., Harrison:
This will ecknowledgs receipt of your ‘{/
loﬂer or MAy ?\walocing a copy of the minutes: / _
. ,4‘ b T

of the mee$ings of the Open Mariket Inveatment can-
mittes held in Washington on April 29 and 30,

Yours very truly,

Rs A, Young,
Governor,

Mr. Geo. L. Harrison,
Depusy Governor,
Federal Reserve Bank,
New York City, Ne Yo

o
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sy 8, 1923

Dear My. Harrisong 1 | | ! o
L{![ S 4 ; ;- / g B :" 4
. Receipt is scknowledged of - ta R TR

) ?tht’! transritting eopy of the minutes of the meet~
ings of the Open Market Investment Committes held
in Weshington on April 20th and April 30th, togather
with copies of the secretary’s report and the pre-
liminery memoranduz whioh were presented to the com-
mittoe. These doouments sre beinz brourht to the
attention of all nembers of the Bosrd.

Very truly yours,

Je Co “ooll,
Assistant Seoretary

Mr. George L. Harrison, Aoting Secretary,
Open larket Inves) t Committee,
8/o Federal Resi Benk,
Few York, N. Y.
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FEDERAL RESERVE BANK
ofF New YorK
CONFIDENTIAL May 7, 1928.
. £ . e} é,
Sires: ‘{f}?/lg'f i/ftu-/;-v:-, é—«eé

3 3. /?fe <
I beg to enclose herewith a copy of the minutes)of the Dt ond hoo ot

meetings of the Open Market Investment Committee held in Washington

on April 29 and April 30 together with a copy of the secretary's

report dated April 30, and & copy of the preliminary memorandum
considered by the committee, dated April 27.

Very truly yours,

GEOFGE L. HARRIsav,

Acting 8ecretary, Open
Market Investment Committee.

Federal Reserve Board,

Washington, D. C.

Fnos. | U,NJ/
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FEDERAL RESERVE BANK

ofF New YorK

CONFIDENTIAL May 7, 1928.

Dear Governor Young:
I am enclosing herewith for your confidential informs-—
| Bf23f28 4 ¥[20/s6 | Cad 333 ,~deo Pl po. o
tion a copy of the minutesjof the meetinds of' the Open Market In- T

vestment Committee held in Washington oniApril 29 and April 30.

The supplementary confidentiel memoranda referred to in the minutes
were handed to you in Washington so that they are not attached to

the enclosed minutes.

. HARRISON,
Acting Secretary, Open
Market Investment Committee.

Honorsble R. A. Young,
Governor, Federzl Reserve Board,
#ashington, D. C.

Encs.

¢
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CONFIDENTIAL

REPORT OF THE SECRETARY OF THE OPEN MARKET INVESTMENT COMMITTEE
TQ _THE GOVERNOHS' CONFERENCE, APRIL_30, 1928

2 :\w“p}' s .
2307 -

—
The holdings of Government securities in the Special Investment Account -

at the time of the ldst Governors' Conference, held in Washington in Novembor 1927,

amounted to approximately = = = « = « = « = - - - e e~ - .- = = 5375 000,000

Since that time there have been several changes in the amount of

total holdings in the account as follows:

1927

0Ve & Dece Account increased by purchase of
545,000,000 Government securities to offset in part
the loss of funds to the market due to earmarking and
shipping of gold for foreign correspondents, which
from the latter part of October 1927 to the first of
January 1928 amounted to $194,000,000. (Further ear-
marking and shipping of gold since the first of the
year has amounted to $121,000,000 net, making the total
arount of this gold movement since last October about
$315,000,0004) .

These purchases of Government securities, amounting to $48,000,000 wecre

made under authority given the Committee at the meeting held in Washing-

ton on November 1, 1927, and increased the total holdings in the account

toabout = = = = - - - m e ot el s s e e - - = = - = = = $423,000,000

ane & Febe Account decreascd by sale of
£150, 000,000 Government securities under authority
given to the Committee at the meecting held in
Washington on January 12, 1928, at which time the
Cormittee was charged with the policy of working
tawards somewhat firmer money conditions, and as
far as necessary to check unduly rapid further ine
creaseg in the volume of credit,

These sales of Government securities amounting to 3150, 000,000 de- ‘
creased the total holdings in the account from 3423,000,000 to - - - = 273,000,000

Jdarch &
Apri} Account further decreasocd by sale of about

$103,000, 000 Government securities under authority
given to thc Committee at the mesting held in
Washington on March 26, 1928, at which time the
Committee was charged with the program of making
more ef fective, prevailing rediscount rates of
the Federal resecrvc banks,

These additional sales amounting to about (103,000,000 decreased the
total holdings in the account, as of close of business
April 25, 1928, 10 = = = = = « = I I - %170, 000, 000
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ttp://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis




Reproduced from the Unclassified / Declassified Holdings of the National Archives

T DECLASSIFIED
Authority E.0. 1235k

2

) ) cher'principal transactions effected in the account since last November
(which either did not change the total holdings or changed them only temporarily)

consisted of

November 1927 - Exchange in the New York and Chicago markets of

54,098,800

25,000,000 *

$79,098,800

December 1927 ~ Sale of $92,575,000

BDecember 1927 - Sale of {37,5€0,000

December 1927 -~ Exchange in
the market
of about 60,000,000

January 1928 ~ Sale on
Jan. 4 of $22,000,000

January 1928 - Exchange in
the market

of $45,000,000

igitized for FRASER
ttp://fraser.stlouisfed.org/
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U. S. 3 1/2% Treasury Notes due 1930~32 and
“ 4 1/47, Fourth Liberty Loan bonds for
a like anount of shorte~term Governments, .
the greater portion of which consisted of
3 1/8% certificates maturing June 15, 1928.

4 1/27 Treasury notes maturing December 15,
1927 to the fiscal agent of the Dritish
Government to be used by them in making pay~-
ment to the United States Government account
British Government Debt.  About $58,000,000
of these certificates were acquired from
foreign correspondents on December 15 for re-
sale to the Agent of the British Gevernment®
and we purchased from the latter, in exchange,
a like amount of 3 1/27 Treasury notes due
March 15, 1932.

short-term Governments to foreign corres-
pondents to partly replace their holdings of
4 1/2% notes which matured December 15, 1927
againkt which sales offsetting purchases of
other issues of short-term Governments had
been made.

of the 3 1/2/ Treasury notes due March 15,

1932 acquired from the fiscal agent of the

British Government for a like amount of the
shortervwterm Governments.

3 1/4% certificates of indebtedness due
March 15, 1928 to the fiscal apent of the
British Government. This sale was re -
placed by purchase of other issues of short-
term Governments in the market.

4 1/4% Third Liberty Loan bonds for a like
emount of short-term Government paper.

These Third Liberty Loan bonds were sold to
satisfy the demand in tho market for this
issue of bonds to be used in connection with
the exchange for new 3 1/2% Treasury notes’
due December 15, 1930-32 under the Treasury's
exchange offering.
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January 1928 - Exchange of $100,000,000

February 1928 - Exchenpe in
the market

of 4 41,000,000

March 1928 - Exchanpe with
fiscal agent
of British

Government of 320,000,000

March 15, 1928 « Seles to
Treasury of § 23,768,500

March 15, 1928 « Sales to
foreign
correspon-

dents of  {105,000,000

~  DECLASSIFIED
Authority E.0. 1235k

4 1/4% Third Liberty Loan bonds for a
like emount of the 3 1/2% Treasury notes
due December 15, 1932 under the Treasury's
offering, This exchange was in accorde’
ance with the action taken at the Commite
tee meeting held in Washington on January
12,

3% certificates maturing March 15, 1928
for a like amount of the 3 1/87 certifie
cates maturing June 15, 1928 and 3 1/4%
certificates maturing December 15, 1928,
in order to meet the requirements of our
foreign corrospondents.

3 1/4% certificates of indebtedness due
December 15, 1928 for a like amount of

3% certificates maturing March 15, 1928,
The latter issue of certificates together
with $4,125,000 of the 3 1/4% certificates
meturing March 15 were sold to the Trease
ury for redemption during the peried
Mareh 8 to March 14 inclusive, and wero
replaced in the aceount by purchase of
other issues of short-term Governments.

June 3 1/8% eertificates for account of
Alien Property Custodian and Mixed Claims
in exchange for a like amount of the new
3 1/4% certificates due December 15, 1928
which they had acquired by subscription
in exchange for their holdinpgs of March
15 maturities. This exchange was effect=
ed in order to accommodate the Treasury
with the shortest term Governament paper
for these Treasury accounts,

shorteterm Governments, principally
3 1/8% certificates maturing June 15,
1928 in partial replacement of their
holdings of March 15 maturities.

These transactions constitute a total turnover of more than 600,000,000,

On November 25 the Federal Reserve Dank of Minneapolis, due to its reserve
position, sold $5,000,000 of Government securities from its participation in the

System Account.

These securities were apportioned to the other participating
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banks and a like amount of bills was sold thom by the New York bank from its
portfolio,

' On December 2 the Federal Reserve Bank of Dallas, due to its reserve
position, sold $5,000,000 of Government sccurities from their participation in -
the System Account. These securities wore apportioned to the other participat-
inc banks, and the Federal Reserve Dank of New York sold 4o Dallas from its
portfolio $5,000,000 bankers acceptances.

On January 5, 1928 the Federal Reserve Bank of Atlanta, due to an antici-
pated loss in their gold settlement fund, requested that they be temporarily re-
licved of $3,000,000 Government securities from their participation in the System
Account., Due to the fact that this request was received too late in the day to
make apportionment, these securities were purchased by the Federal Reserve Dank of
New York on Januery 5 and epportioned to the other participating banks on January

6. Tho Reserve Bank of Atlanta repurchased these securitics on Saturday, January
Te

Attached are statements showing:

Exhibit A - Participation of Federal reserve banks in
Systen Special Investment Account Government
securities and classification of issues held
in the account by maturities as of close of
business April 25, 19283,

Exhibit B « Statement showins earning asset holdings of all
Federal reserve banks April 25, 1928, as com-
pared with previous weck and April 27, 1927;
also weckly averape of earning assets from
December 28, 1927 to April 25, 1928, as compared
Yi;? corresponding period 1927 and entire year
927.

Exhibit C - Statement showing actual esarnings of all Federal
reserve banks for the first three months in 1928,
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Exhibit "A%

STATEMENT SHOWING PARTICIPATION DY FEDERAL RESERVE DANKS IN SYSTEM
SPECIAL INVESTMENT ACCOUNT AND CLASSIFICATION OF ISSUES HELD
APRIL 25, 1928 IN THE ACCOUNT DY MATURITIES

Soston 3 13,130, 500 Dec, 15, 1928 - 3 1/4% C/1 (old) “61, 239,000
Lew York 45,155, 800 Dec. 15, 1928 = 3 1/4% * (new) 32, 818, 500
Philadelphia 12, 251, 500 June 15, 1928 « 3 1/8% 13, 140, 000
Cleveland 14,177,500 March 15; 1929 - 3 3/8% ¢ 19, 450, 000
iichmond 4, 541,000 March 15, 1932 - 3 1/2% T/N 13,990,009'
‘tlanta 3, 991, 500 Septe 15, 1932 « 3 1/27 * 5,000,000
Chicago 26, 212, 500 Dec. 15, 1932 = 3 1/2% R4, 440, 800
St. Louis 8, 660, 000
Minneapolis 6, 570, 000
Kansas City 11, 540,000
Dallas 9, 227,000
San Francisco 14, 621,000

Totals $17o;ovs,3oo {1170, 078, 300

A ————————_———
s it st St s
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STATEMENT SHOWING EARMING ASSEL HOLDIN3S OF ALL FED=kAL AcSERVE BAVKS APRIL 25, 1928 COMPARED WITH PREVIOUS WHEK AND APRIL 27, 1927; ALSO WEEKLY AVERAGE

OF EARNING ASSSrS FROM DECEM3.R 28, 1927 TO APRIL 25, 1928 AS COMPARED /I TH_ CORR SPONDING PZRIOD 1927 AND EWTIRE ViaR 1927

Bills Discounted - April 18
- » " 25

Net Change

Bills Purchased = April 18
» » » 25

Net Change
Govermment Securities - April 18
» L] L] 25

Net Change

Total Earning Assets - April 18
[ ] [ ] L] [ ] 25

Net Change

Comparison of Weekly Average

of l%g Assets
Dee. 28, 1927 te Apr. 25, 1928

Same period 1927
Batire year 1927

Net chngo from same period 1927
" . * eontire year 1927

Comparison of Earning Assets
April y 192

April 27, 1927

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

Boston

456,396
41,317

15,079~

67,384
50,92¢

16, 458-

16,146
13,838

2,308-

139,926
106,081

33,845-

109,243
73,438
79,546

35,805+
29,697+

106,081
49,529

56,552+

"7 (000 omitied)

New York PLila, Cleveland Richmond Atlanta Chicgg_o_ St.Louis ¥inn, Kan. City Nallas San Fran, TOTALS
$153,029 $48,191 #57,251 $33,359 $42, 717 $74,298 $41, 437 $14,090 $23,369 $ 8,705 $66,775 $ 619,617
242,617 44,211 56,249 36,408 47,730 97,544 34, 656 13,967 19, 448 9,471 65,555 709,073
89,588+ 3,980~ 1,002- 3,049+ 5,013+ 23,246+ 6,781- 223- 3,921~ 766+ 1,220~ 89,456+
82,328 30,110 29,678 13,3237 15,592 39,937 4,497 15,191 13,375 14,578 24,749 350,756
95,264 32,385 33,115 15,836 18,880 41,345 3,667 18, 490 14,797 14,427 26,209 365,841
12,936+ 2,715+ 3,437+ 2,499+ 3,288+ 1,408+ 830- 3,299+ 1,422+ 151= 1,460+ 15,085,
67,526 29,592 42,978 6,493 7,649 52,746 26,307 15,309 26,601 21,768 26,871 340,686
54,635 27,439 40, 436 5,694 7,107 47,170 25,285 14,155 24,2173 20,372 24,301 304,755
12,891 2,153- . 2,092- 799- 742- 5,576= 1,522- 1,154~ 2,328- 1,396= 2,570~ 35,931
302,883 107,893 129,907 53,189 66,158 166,981 72,741 45,580 63,345 45,051 118,395 1,312,080
392,516 104,535 129,830 57,938 73,717 186,059 63,608 47,502 58,518 44,270 116,065 1,380,659
89,633+ 3,358~ 57= 4,749+ 7,559+ 19,078+ 9,133= 1,922+ 4,827- 781- 2,330~ 68,610+
321,348 114,888 132,798 58,838 50, 260 177,720 64,799 38, 289 57,310 46,310 111,458 1,283,261
248,643 8,728 110,071 39,760 46,784 159,101 52,996 31,490 52,323 39,976 108,705 1,042,015
282,822 88,085 111,895 55,619 49,115 155,812 59,695 35,537 55,562 46,416 100,415 1,120,519
72,705+ 36,160+ 22,727+ 19,078+ 3,476+ 18,619+ 11,803+ 6,799+ 4,987+ 6,334+ 2,753+ 241,246+
38,526+ 26,803+ 20,903+ 3,159+ 1,145+ 21,908+ 5,104+ 2,752+ 1,748+ 106~ 11,043+ 162,682+
392,516 104, 535 129,850 57,938 73,717 186,959 63,608 47,502 58,518 44,270 116,065 1,380,659
226, 869 80,884 106,796 38,921 50,294 144,173 63,857 35,255 54,557 40,134 114,308 1,005,577
165,647+ 23,651+ 23,054+ 19,017+ 23,423+ 41,886+ 249- 12,247+ 3,961+ 4,136+ 1,757+ 375,082+
SUMMARY FOR SYSTHEM
Bills Discounted for week $89,456+
Bills Purchassd fer week 15,085+
Government Securities for week 35,931=
Total Earning Assets for week 63,610+
Comparison of Weekly Average of Earning Assets Dec. 28, 1927 to
April 25, 1928 with same period 1927 241, 246+
Comparison of Weekly Average of Earning Assets Dec, 28, 1927 to
. April 25, 1928 with entire year 1927 162,682+
Comparison of Earning Assets April 25, 1928 with April 27, 1927 375,082+
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Exhibit "C"

STATEMENT SHOWING ACTUAL EARNINGS OF ALL FEDERAL

Gross
Earmning

$§ 941,712

2,857,040

1,037,989

1, 235, 741

547, 427
~ 438,460
1,670, 467
577, 304
330, 070
547, 587
418,168
992,044

g sttt oy e

511, 601, 009

Current

. Expensges
5 460,053

1,612, 76

519, 525

570, 469

351, 302
307, 898
975, 767

339,174

259, 316

422,862
307, 493

507, 828

56, 834, 503

RESERVE BANKS TOR THE FIRST THREE MONTHS IN 1928

Net decduct ion

from current

net eamings

5 148,659
523, 415
220, 595
223,874
105, 208

74, 823
295, 387 .
76, 000
55, 878
57, 775

74, 820

151', OQS

2,107, 439

availahle for
depreciation
allowapces,
. reserves,
surplus and

Iranchise tax
& 333,000
6 30, 909
297,7&9
34;,398
90,917
55, 739
399, 313
162,130
14, 857
66,950
32, 855

233,211

w2, 659,067

Y ———————

31,570,259
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-’ ,‘ @ April 29, 1928.

¥ t Conmitteen.

W
The Committee has considered the memorandum submitted by the

Chairman, and has carefully reviewed the Open Market operations of the
System since the last meeting of the Committee, in the light of ;ho
goneral credit situation referred to in the memorandum,

In view of the fact that it now appears that the expacsion
in the total wolume of Lank credit, referred tc in iis last report,
has continued at what seemes tc be an'unduly rapid rate since that
time, notwithstanding the sales of gecurities made by the Committee.
and the recent increase im the discount rates of some of the Reserve
Banks, the Commitiee now recommends that the general policy adopted
at its last meeting be continued until its next meeting, which it
would expect tc hold shortly after the middle of June, unless con-~
ditions make an esarlier meeting edvisable.

The Commitiee would expect to make such changes in the Open

N
Narket account as might be necessury to carry out the policy recommended.
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IDENTIAL  April 27, 1928.

Proliminary Memorandum for thg Open Merket Investmont Committge,

Since the lzst meoting of the Committee on March 26, 1928, there

has been a rgggyggﬂaxpansiun~cf"banb«cxagéﬁéw}argely in the form of loans on L//{

stocks and bonds, Changes in the loans and invesiments of reporting momber
AT A SO S °

banks are summarized below:

(in millions of dollars)
March 21  April 18 Change

Commercial loans » « = - = = = = 8,936 9,07 +134

Loans on stocks and bonds = = = 6,334 6,693 +359
Investments « = « = «w v « = =« 6,655 6,618 - 37
Total 21,925 22,381 +456

This increase occurred largely at the end of March and in the early
part of April, but it is not clear that the tendency toward expansion has been
checked as yet, notwithstanding a considerable rise in money rates during the
month, _

Since March 26, further sales of approximately $119,000,000 of securie

tios from the System Actount have been made, reducing the amount in the open

market portfolio from {273,000,000 to $154,000,000, In addition there has been
a loss to the merket of about §57,000,000 through gold experts and earmarkingl
since the last meeting, and reserve requirements of member banks have been ine
creased approXximately 650,000,000 as the result of credit expansion. The come=
bined effect has been to increase member bank indebtedness at the Reserve Banks
by over $200,000,000 during the past five weeks, end money reates in general

have advanced,
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Changes in rates since March 26 are as follows:

March 26, 1928 April 27, 1928

Call MONGY = = w = = = = = = = = = = - - 41/2

5
Time money, 90-Gay = = = = = = = « « = - 4 5/8 = 3/4 5
Commef;iai 1 - 4 -4 1/a 41/
Billg, 90=day w = = = = = = = = = - - 31/2 317/8

Call Money Market

Call money advanced to 6 per cent early in April partly as the result
of Easter currency requirements and the usual first of the month f;ow of fﬁnds
to the interior, but subsequently declined to 4 1/2 per cent on several days
around the middle of the month, due to a heavy flow of funds to New York from
other districts, which appears to have been accompanied by renewed borrowing
by member banks outside of New York.
X::;ollowing tho advance in the rodiscount rate of several Reserve
Banks from 4 to 4 1/2 per cent in the latter part of April, there was some withe b/
drawal of funds from New York, indebtedness of New York City banks was increased,
and céll money advanced to 5 per cenf:::)
c rcial Borrowing and the Condition of Bus s
The increase in commercial lpans of reporting banks from the end of
January to the middle of April was unusually large this year, and it now appears
that requirements are tending to diminish, ProductiQe activity appears to be

S——————
fairly stable following a rapid recovery in a number of important industries
e —

earlier in the year, and itrade has been in moderate volume.
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R

_Conclusiong .

An excessively rapid increase of bank eredit has occurred}dgring the

past month, and'it is not clear that the tendency toward expansion
has been halted,

Money rates have advenced further as the result of security sales,
gold losses, and increased reserve requirements.

The advance in discount rates of five Reserve Banks appears to have
resulted in some withdrawal of funds from New York, and thus to have
assisted in preventing softness in the New York money market.

The highest point of seasonal business credit requlrements has prob—
ably passed and there is no indication that the tightening of the
money market has interfered with the extension of all necessary credit
to business,

After the May first interest and dividend requirements have been met,

the normal tendenecy would be toward easier ratess
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I} Sines the last mesting of the Committes on Yareh 26, 1928, there
has been & reneved expension of Benk eredit, largsly im the ferm of lemns
ca stosks end bends. Chenges in the loans and iovestments of veporiisg
sember banks are summarized below:

{in nillicns of éollars)
B 22 Aordl 1B Chaxes

Commereinl lomie » = o o « « 8,336 9,070 194
loans en stoeks and Dendg - ~ 8,334 ¢,893 4+ 359
Mao-&n - . w m ‘.m #ﬂ

Total - =« H,925. 22,381 1486
his inereass ccsurred largely et the end of Nareh and in the
early part of April, Wt it is nmet clemr that the tendency towerd ex~
persion des besn checked sn yet, wotwithstanding a considersdle rige in
movay tates during ths memth,

Since Nereh 26, further seles of appreximately £119,50C,000 of
sosuritiss from the Systen acesunt have besm sade, redusing the awoust in
the open market pertfolic from $273,000,000 to £156,000,056. In sdditien
there has besn 8 loss to the market of abeut £57,000,C0C through gold
sxporis snd enrmarking sines the lest meeting, and reserve requirenssts
of newber danks bawe besn imsreased sporeximately $50,0.C,00C as the re~
sult of eredit expameien, . The combine: offest has beon to
veuber bank indgbtednsss at the Rewerve Manks by cver #3200,000,000
curing the past five weels, and money retes in ganersl bhave sédvanced,
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A

Chenges ia rotes siace Murch 26 are aus follows:
Bereh 26, 192€ Aerdl 27, 193¢
cmu - > B e W e e e e B e e 41/2

n

Tine momey, 90-day - - - - - - - -~ - - 4 5/8-3/4 5
Commerciel paper « = - - = = e =« « o === 4 =4 1/4 +1/2
Bille, 0-day - -<------==-=---- 312 3 /8

Call Roosy Harket

Call momey advanged to & per eent early in April partly sa the
result of Easter susrremsy reguiremsuts and the wewal first of the menth
flow of fuede to the imterior, dut subsequerdily declined to ¢ 1/2 per
cent cn several days arcund the middle cof the munth, due to a heavy fleow
of funds to New York from octher districts, shick appears to have been
ageospanied by remswed borvowing by -lbcr banke cutside of Rew York,

Fellowing the sdvange im the recisecunt reste cof seversl Reserve
Bunks from 4 to ¢ 1/2 per eent in the latter part of A.ril, there was some

witkdramal of funds from New Yerk, indedtoedness #f Xew Yor: City Lenis wes

ingreased, and cull money sdwanced to & per cent,

The insrecss in commersial leans of reporting bem:s frem the end
of Jamuary te the middle of April was umusually large this year, and it
acw ap,ears that reculreszents are teading te ciminigh, Productive sctivity

ap;esrs t¢ be fairly stabls following a rapid recovery is s nusber of

impertant iadustriss esrller im the year, and trade has been
in modersto

velune.
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Conglugices
1. an exceesively raplc increuse cf bank eredit hes cceurred during
the cost month, spd 14 ie net cleur thet the tenceney toward
exsangion has bLeen halted,

‘foney rates have ndvanced furiher as the result of security eules,

:J

gold losces, aud inereased ruoserve recuirecents.

Se  The advance in discount rutes of fivo Hewerve Panike aprears to
have resulted iv scae withdrawal of fumkis fres New York, and
thus tc have sesisted in preventing eocftunese in the lew York
aorey =arket.

4e The highest point of ssascnal lusiness eredit reguirezents has I
rrobably passed and thors is no imdication that the tighteaing cf ?
ihe money merzet hue iuterferec #ith the oxtensicn of sll N
nocesgary credit {c tuelnesa,

t. ffter the Moy first interest o cividend recuirements have Lsen

zet, the normal tendency would Lo toward essier rutes. o
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Miavtes of meeting of Open Markes
Investment Comnittee for the .PodoralAB‘uom ‘

433, - A 2m Fasink Vi Ry

=

System held Maroh 26, 1088} '
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WHEAEAS at a meeting of the Fedaral Reserve Board and the Open Maxiced
Investment Comsittes held on Jamary 13, 1938, 1§ appsared $o the memders
of the Board and the Oommittes thas operations in s Open Marke$ Investamb
Acooun$ of the Federal Ressrve System should de directed towerd Wringing
about someshat firmer money conditions as far as necsssary So chedk wadnly ‘3/96f;§
rapid further increases in ths volume of oredil:

THERRAS, the Tederal Reserve Board in line with the policy agreed wpen
on Janmary 13, 1938, voted %0 authorisze the Opea Marke$ Investment Comsaittee
to make sales of Covermment sscurities from the Systan Acosuné from time %o
Vime during the following two months, alid also authoriged the Jomeitbes tem~
porarily to purchase such securities should developments not them in sight
requize such agtion;

WHERRAS, in furtheranse of the above stated p#lisy approximately
$137,000,000 of sesurities were sold fyom the Open Marke$ Investmen$ Acsoun$,
vhich sales jpgether with an inareans in the redisootmt rate of the Fedeyal
Reserve Banl of New York and coyrtain of the other damim, remlied in firwer
money oanditions and lezd to discentinumnos early in February of further
sales of ssdurities from the Acaoumt wetil the effech of enles alresdy mads
and ths changes {n vediosomnd rates ovuld be more clossly obuerved;

¥ HERBAS, the Yedewal Reserve Board a$ this meeling has considared the
written sigmendaiiony made by the Open Maricet Investmsmt Coomittee Soday
and the verbal assuranos reseived from the memders of the Committes Vha$ the
opsretions in the Open Marked Investaent Acosunt should be condusted with a
view %0 making move offeciive, md no% increasing, prevwailing rediscom$ mies
of the Tedsral Reserve danks;

YO¥, THERRIORE, BE IT RESOLVED, That the Federsl Reserve Board approve
the policy resommended By the Open Marke$ Investuent Jomuitfee in its written

‘ Y _..«_:,f“ ‘¢ - -y e J

2.4 b -
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mnmmmuﬁuunmmnummnmhmw
seles of Govermuent seouritiss fyon time to Y4oe wp %0 May 1, 1938, ad adoud
svhiah time cnother meebing of the Comuittos with $ha Fedsral Reserve Boaxrd

will b held unless a changs in the siduation mmkes sariier resensideration
dsairadls,’

B L e e

AT ROART: Mwm™™
AR 2 ¢ 1928

W
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WHEREAS, in aeeerdemee wibh the above stated policy approximately

13 I W

$190,000,000 of securities wee sold from the Investment Account,
pedss

whic@h together with an increase in the rediscount rate at the

>

Federal Reserve Bank of New York and certain of the other banks,
resulted in firmer money conditions and lead to discontinuence earl]y
in February of further sales of securities from the Account until
the effect of sales already made and the change in the rediscount

rate could be more closely observed;
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WHEREAS at a meeting of the Federal Reserve Board and the Open
Market Investment Committee held on January 12, 1928, it appeared to
the members of the Board and ‘the Committee that operations in the
Open Merket Investment Account of the Federal Reserve System should be
directed toward bringing asbout somewhat firmer money conditions as far
as necessary to check unduly rapid further increases in the volume of
credit;

WHEREAS the Federal Reserve Board in line with the policy agreed
upon on January 12, 1928, voted to authorize the Open lMarket Investment
Commitbee to make sales of Government securities from the System Account
from time to time during the following two months, and also aubthorized

the Committee temporarily to purchase such seourities should develop~

o ments not then in sight require such action; and

T olbgn by

THEREFORE, BB IT RE ESOLVED, That the Federal Reserve Boarqdauthorlze ':25
seid Open liarket Investment Committee to make further sales of Government ;E}
securities from time %to time up to May 1, 1928, at about which time rv}'
another meeting of the Committee with the Federal Reserve Board will be
held unless a change in the situation makes earlier reconsideration de~

sirable,
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Besolution / |

The gommittee has considered the memorandum submitted by the

SR ’

PR
chalrmuan and has reviewed the results of System open market #psratioms

3/ 26 /‘; 4
during recent months,

¥hile 4t appsared for a time that the purposes set forth in the
Comuitteets recommendations of January 12 were being accomplished, there

, W’&w GELLLe2
has recantly been a remewsd tendency ton:d;\an ummesossary expansion of
credit indicating that the 4% discomt rate in the larger monsy markets
is not as effectiwe as had been contemplated,

The Cammittee therefore recommends that the general poliqy
recomnended in January be continued wntil another meeting &s held at the
time of the fovemors! Confercnce unless or wntil a change in the situation
makos an earlier recomcideratiom desirable., The committee would expret to

maks such chenges in the open market account as are necessary te carry out

the peliay.

A o e AT by S

AT ROART MF“-“"-»"”""}"
4R 26 1928

@
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Statement of Mr. C, S. Hamlin - See minutes March 26, 1928
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Mr. Miller stated that he voted "No" {itlawace ,,XQ

(1) Basauee=af-1£e absence of any evidence of expansion
of borrowings for commercial purposes beyond what is seasonal
and proper in character;

(2) Becauss=ai‘]£$ uncertainty still characterizing the
bus iness outlook following the recent recession of the autwumm
and winter;

(3) The adverse influence on business recovery that in-
creased money rates may be expected to exert; and

(4) The almost certain influence that further firming of
money conditions such as is contemplated by the program of the
Open Market Committee and a policy of further sales of securi-

advanc ing
ties to the open market may be expected to have in/money rates.
"1 am of the opinion,® said Mr. Miller, "that the

adoption or the approval by the Board of a policy of further

firming money conditions will be inadvisable until the whole

ek e A AT L LA 1 4T

situation with respect to the probable future course of trade

eSS A

and industry is clearer. The present status of the stock ex-
-9 in my opinion,
change loan account of the banks is not/sufficient justifica-

tion for a policy of further firming of money at this time."

See Minutes March 26, 1928

ederal Reserve Bank of St. Louis

3/??29 2%
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REPORT OF THE SECRETARY TO THE QFEN LARKET INVESTLENT
COUMMITTEE MEETING AT JASHINGTON, [{aRCH 26, 1928

At the neeting of the Open Market Invesiment Cormittee held in Washington
on November 1, 1927 (during the week of the Governors' Conference) the Cormittee
was charged with the policy until March 1, (unless developments not anticipated re-
quired a further review,) of maintaining stable rates for roney at or asbout the
lgvels prevailing at that time and to prevent further imports of gold. In line
Wlth this action, purchases of Govermment securities anounting to approxinately
45,000,000 were made during November and December offsetting in part the loss of
funds to the market duc to the earnarking and shipping of gold for foreign cor-
respondents, which from the latter part of October 1927 to the first of January 1928
amounted to 194,000,000, (Further earmarking and shipping of gold since the first

- of the year has =mounted to 67,000,000, naking the total amount of this gold rove=
rment since last October about $260,000,000).

Thesg purchases of Government securities amounting to $45,000,000 increased
the @ota} holdings in the account from the amount held at the time of the Cormittee
meeting in November to about $423,000,000,

Other prinecipal transactions effected in the account since last November

’(which either did not change the total holdings or changed them only temporarily)
consisted of

November 1927 - Exchange in the New York and Chicago markets of

$54,098,800 U. S. 3 1/2{ Treasury Notes duec 1930-32 and
25,000,00¢ " " 4 1/47 Fourth Liberty Loan bonds
$79,098,800 for a like amount of short-term Governments,
the greater portion of which consisted of
3 1/87 certificates maturing June 15, 1928.

December 1927 - Sale of $92,575,000 maturing 4 1/2% Treasury notes to the
fiscal agent of the British Government
to be used by them in making payment to
the United States Government account
British Government Debt.  About
$58,000,000 of these certificates were
acquired from foreign correspondents on
December 15 for resale to the Agent of
the British Government and we purchased
from the latter, in exchange, a like
amount of 3 1/27 Treasury notes due
Mareh 15, 1932.

December 1927 - 3Sale of $37,560,000 short-tern Govermments to foreign corres-
pondents to partly replace their holdings
of 4 1/27 notes which matured December
15, 1927 against which sales offsetting
purchases of other issues of short-term
Governnents had been made.

Deacember 1927 -~ Exchange in
the nmarket
of about {€0,000,000 of the 3 1/2% Treasury notes due liarch
15, 1932 acquired from the fiscal agzent
of the British Governnent for a like

amount of the shorter-tern Governments
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January 1928 ~ Sale on
January 4 of 22,000,000 3 1/4% certificates of indebtedness

due Marah 15, 1928 to the fiscal agent
of the British Government. This sale
was replaced by purchase of other issues
of short-term Governments in the market
and from temporary holdings of the
New York reserve bank.

Op November 25 the Federal Reserve Bank of Minneapolis, due to its
- reserve position, sold 5,000,000 of Government securities from its participation
in the System Account. These securities were apportioned to the other partici-
pating banks and a like emount of bills was sold them by the New York bank from
its portfolio,

On December 2 the Federal Reserve Bank of Dallas, due also to its re~
serve position, sold $5,000,000 of Government securities from their participation
in ?he System Account. These securities were apportioned to the other partici~
pating banks, and the Federal Rescrve Bank of New York sold to Dallas from its
portfolio 5,000,000 bankers acceptances.

On January 5, 1928 the Federal Reserve Bank of Atlanta, due to an
anticipated loss in their gold settlement fund, requested that they be temporarily
relieved of 3,000,000 Government securities from their participation in the Systen
Account, Due to the fact that this request was received too late in the day to
make apportionment, these securities were purchased by the Federal Reserve Bank of
New York on January 5 and apportioned to the other participating banks on January 6.
The Reserve Bank of atlanta repurchased these securities on Saturday, January 7.

At the neeting of the Open Market Cormittee held in Washington on January
12, 1928, the following conclusions were adopted:

l. The object of the policy adopted on November 1 has
been acconplished.

2. The Committee program should now work towards some-
what firmer money conditions as far as necessary
to check unduly rapid further increases in the
volume of credit.

3« In order to accomplish this program the Committee
would expect to sell further amounts of Govern-
ment securities and if necessary,to deal with
gold movements in such manner as necessary to
carry out the program,
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o . ;n.llne with thc execution of this program to work toward somewhat firmer
Ao.ey”co?dltlons by the salc of Government securities, sales were made from the
Cper Market Account of 150,000,000 as followss

During January 1928 - 123,000,000
" February 1928 = 27,000,000

Total %150, 000, 000

ihOSC sales accordingly reduced the total holdings in the account from 423,000,000
e e 273,000,000

. ‘ Q her transactions since January 12 which did not affect the amount of
total holdings in the Account consisted of

January 1928 - Ixchange in

the market of 45,000,000 4 1/4% Third Liberty Loan bonds for a
like anount of short-term Government
paper. These Third Liberty Loan bonds
were so0ld to satisfy the demand in the
market for this iscue of bonds to be
used in connection with the exchange
for new 3 1/2% Treasury notes due
December 15, 1932 under the Treasury's
exchange offeringa.

January 1928 - Exchange of 100,000,000 4 1/4% Third Liberty Loan bonds for a
like amount of the 3 1/2% Treasury notes
due Decerber 15, 1932 under the Treasury's
of fering. This exchange was in accord-
ance with the action taken at the Cormite
tee meeting held in Washington on
January 12. These exchanges were nmade
as oprnortunity offereda

February 1923 - Exchange in
the market
of & 41,000,000 3% ccrtificates maturing March 15, 1923
for a like amount of the 3 1/8% certifi-
cates raturing June 15, 1928 and 3 1/4t
certificates maturing December 15, 1928,
principally the June maturity.

March 1923 ~ Exchange with

fiscal agent of

Lritish Governe

nept of & 30,000,000 3 1/4% cortificates of indebtedness due
Decerber 15, 1925 for a like amount of 3%
cortificates maturing March 15, 1928, The
latter issue of certificates together with
54,125,000 of the 3 1/47 certificates
maturing March 15 were sold to the Treas-
ury for redemption during the period March
8 to March 14 inclusive, and were replaced
in the account by purchase of other issues
of short-term Governmenise
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March 15, 1928 - Sales to

Treasury of $23,768,500 June 3 1/8% certificates for ace
count of Alien Property Custodian
and Mixed Claims in exchange for a
like amount of the new 3 1/4% cer-
tificates due Dec. 15, 1928 which
they had acquired by subscription
in exchange for their holdings of
March 15 maturities, This exchange
was effected in order to accommodate
the Treasury with the shortest term
Government paper for these Treasury
accounts,

March 15, 1928 - Sales to

foreign

correspons=

dents of  $105,000,000 short-tcrm Governments, principally
3 1/8% certificates maturing June
15, 1928 in partial replacement of
their holdings of March 15 maturi-
ticse

Thesc salcs on March 15 were replaced in the account by purchase of 2
like amount of short-term Governments.. With a view to stabilizing conditions
in the money warket over the tax period, delivery of about ;85,000,000 of these
purchases were deferred until after the 15th. This, together with the sale to
New York City banks of a 115,000,000 participation in the special one-day
Treasury certificate to cover the overdraft, resulted in call money remaining
stable on March 15 and the succeeding dates.

Attached are statements showing:

Exhibit A& - Participation of Federal reserve banks in System
Special Investment Account Government securitics
and classification of issues held in the account
by maturities as of close of business March 22, 1928.

Lxhitit B - Statement showing carning asset holdings of all
Federal rescrve banks lMarch 14, 1928, as compared
with previous week and March 16, 1927; also weekly
average of earning asscts from December 28, 1927
to March 14, 1928, as compared with corresponding
period 1927 and entire year 1927,
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Exhibit "AY

STATEMENT SHOWING PARTICIPATION BY FEDERAL RESERVE DANKS IN SYSTEM

MARCH 22, 1928, IN THE ACCOUNT BY MATURITIES

SPECIAL INVESTMENT ACCOUNT AND CLASSIFICATION OF ISSUES HELD

Coston

New York
Philadelphia
Cleveland
Richmond

Atlanta

Chicago

St. Louis
Minneapolis
Kansas City

Dallas

San Francisco

Totals
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4 21,098, 500
72, 553, 800
19,683;000
22, 779, 000

7,297, 500

6, 414, 000
42,115, 500
13,914, 500
10, 553, 500
18, 541, 000
14,825, 500

23, 494,000

52173, 269, 800

Dec.
Dec.

June

15,

15

]

15,

March 15,

March 15,

Dec.

15,

1928
1928
1928
1929
1932

1932

w

w

3

w

[3%)

w

1/4% C/1 (o1d)

1/4%
1/8%
3/8%
1/29,
1/2%

1"

1"

TN

"

(new)

5 66,089,000
64, 818, 500
2, 746, 500
28, 500, 000
59,175,000

51, 940, 800

4273, 269, 800

—



SLATEN™™ SHOWTNG EAKNING A535.7T HOLDINCS OF  DERA™ WESIRVe BANKS MAKCH 14, 1723 SOMPAR-D WIIH P «wVIOUS 'MIK AND AACH 16, 1927: ALSO WEEKLY AVERAGE OF

ZAK 3 ASSELS FROM DECHMBER 28, 1y.. 10 _cH 14, 1328 AS COMPARD WiTH J0R72SPONDING PHRIOD 1927 :ND @1.T3E VAR 1927,
(C00 0 1vted) == B e et

EXHIBIT "B"

Boston New York Phila, Llevelend Richmond Atlenta Shicago St. Louis ¥inn, Kan, City Dallas San Fran, Totals
Bills Discounted © = Mar, 7 $45,738  §124,388 §42,561 $53,620 $24,375 $26,867 $60,357 $24,776 $ 1,591 4 7,844 $ 3,442 $66,149 482.1
" ' i " . ! '~ 08
" - Lwr.la 4£,182 111,036 51,562 51,188 27,845 22,814 51,058 25,7¢9 1,868 11:062 3:754 66:358 ¢ 472:296
Net Change 2,440+ 13,352- 9,0n1+ 2,432- , 3,470+ 4,053~ 9,899~ 993+ 277+ 3,218+ 312+ 209+ 9,812-
Bills Purchased - Mar, 7 42,183 93,240 32,306 30,154 14,726 10,247 41,508 10,762 10,131 12,290 14,106 26842 338,495
" " - Mar,14 46,953 100,815 30,59 28,691 14,929 9,803 59,714 9,671 10,648 12,098 13,677 25,531 343, 326
Net Change _ 4,770+ 7,565+ 1,71C- 1,462- 203+ 444~ 1,594~ 1,71~ 517+ 192- 429~ 1,311~ 4,821+
Covernment Securities - Mar, 7 21,799 75,018 34,863 49,173 8, 448 9,926 2,995 31,919 18,135 31,769 25,017 33,184 402,712
M » - Mar. 14 21,509 75,923 34,592 49,427 8,349 9,770 63,119 31,729 17,990 31,014 24,613 32,361 400, 887
Wet Change 290~ 5+ 270~ 312- 99~ 156~ 114+ 190~ 145~ 245+ 4C4~ 323- 1,825-
Total Earning Assets - Var, 7 109,720 293,546 109, 530 133,513 47,549 47,040 165, 160 47,457 30,857 50,903 42,565 126,175 1,224,315
» " " - Mar,14 116,644 287,774 116, 551 129,306 51,123 42,387 154,081 67,169 31, 506 54,174 42,044 124,750 1,217,509
Net Change 5,924+ 5,772~ 7,021+ 4,207~ 3,574+ 4,653= 11,379~ 288~ 649+ 3,271+ 521- 1,425~ 6,806~
Comparison of NYeekly Avers;e
{f Earning Assets
Dec. 28, 1927 to Mar. 14, 1528 104,244 310,760 119, 495 132,697 62,80¢ 46,855 176,967 65,491 36,899 56,368 48,137 110, 337 1,271,058
Seme period 1927 78,739 245,276 80,057 114,464 40,733 45,910 169,132 47,988 31,598 55,283 40,615 106,195 1,054,990
Entire year 1927 79,546 282,822 88,085 111,895 55,679 49,115 155,812 59,695 35,537 55,562 46,416 100, 415 1,120,579
Net Chenge from same period 1927 25,505+ 65,484+ 39,428+ 16,233+ 22,075+ 55a 7,835+ 17,503+ 5,301+ 3,085+ 7,522+ 4,142+ 216,068+
" " * entire year 1927 24,698+ 27,938+ 31,410+ 20,802+ 7,129+ 2,260~ 21,155+ 5,756+ 1,362+ 806+ 1,721+ 9,922+ 150, 479+
Cemparisor of Earning isseis
March 14, 1928 116,644 287,774 116,551 129,30¢ 51,123 42,387 154,081 67,169 31,506 54,174 42,044 124,75¢ 1,217,509
* 16, 1927 69,909 263,110 65,810  1c4,551 36,205 44,527 167,353 55,860 52,888 51,554 35,673 98,932 1,026,732
Net Change 46,735+ 24,664+ 49,741+ 24,955+ 14,912+ 1,7c0- 15,772~ 11,309+ 1,382- 2,620+ 6,371+ 25,818+ 190, 777+

SUMUARY TOR SYSTE

Bills Discourisd for week & 9,312~
Bille Purchazssd for week 4,021+
Jovernment Securisies for week 1,825~
rotul Zearning :scets for week 6,306-

Corperison of Neexly :vera.e of ‘urning Assets
Dec. 28, 1927 io Mar. 14, 1928 wiik sw.re period 1927 216,06€+
Coru.riscn of .eekly nverage of ».ming asiets
Dec. 28, 1927 to lar, 14, 1922 with entire yerr 1927 15C,479+
gomnurolucr of Larning ,ssets Marcn 14, 1328 with
verch 16, 1327 190,777+
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March 24, 1928.

i\
Memorandur: to _the Open Market Investnent Committce

At its last meeting on Jonuwary 12, 1928, the cormittee recormended a
System open market policy which should "work toward somewhat firmer money con-
ditions as far as necessary to check unduly rapid further increases in the volume
of credit.” 1In agcordance with this policy net gold exports, totaling
68,000,000, (exclusive of exports of sarmarked gold) since that time have not
"een offset by purchases of securities, and sales have been made from the open

arket portfolio amounting to $l§0,000,000,_an§ the portfolio has been reduced

from $423,000,000 to 4273,000,000. Accompanying these sales of securities the
discount rates of all the Reserve Banks were increased from 3 1/2 to 4 per cent.

Partly as a consequence of these actions, money rates have risen some-

what, as indicated in the following table:

January 12, 1928 " March 23, 1928
Call money 4 41/2
Time money, 90-day 41/4 45/8
Commercial paper 33/4-4 4-41/4
Bills 90-day 33/8 3l/2

The total volume of member bank credit deereased during Janueary and
the first half of February at a somewhat more rapid rate than the usual seasqnal
Gecresase. The decline was largely in loans on stocks and bonds, and commercial
loans increased, There has not been sufficient liquidation of credit to re-
lease any appreciable amount of reserve funds and total bills and securities of
the Reserve Banks are currently about 200 million larger then last year. In
the past two weeks, accompanying a very active stock market, brokers loaus have

bepun to increase again and with them the total volume of c¢credit.
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The policy adopted in January was thus effective in preventing further
increases in the volume of credit, until the past two weeks. A partial ex
planation for the diminishing effectiveness of the policies adopted may be seen
by observing the changes in bills discounted of member banks in New York City
anc member banks in other districts. As sales of gsecurities were made in
January the borrowings of member banks in New York City were increased,until
they reached a point well above 100 million. From early in February, however,
borrowings:in New York City showed something of a downward tendency, accompany-
ing transfers of funds from the interior and increases in the discounts fer
nember banks outside of New York City. These figures are given in the attached
diarram and table. They raise the question whether the amount of indebtedness
of member banks in New York City is now sufficient to prevent further inereases

in the use of credit, particularly for speculation,

Condition of Business
- NT— — - NI e
- ot i ; o i it NE-ora—

In pmwrecent weeks the available evidence indicates a continued

tendency toward business recovery, and this improvement has gone far enough so
that Federal Reserve policy may be considered more independently of the condie

tion of business than for some weeks past, "
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Bills discounted by Federal Rescrve Banks

(Monthly Averages of daily figures, in millions of dollars)
1927 1928 1927 1928
Boston Chicago
Jan., 33 24 Jan e 90 59
Feb. 29 45 Feb. 79 51
Mar, 33 47 Mar, 74 59
New York 5t. Louis
Jan, 118 153 Jan, 19 17
Feb. 91 119 Feb, 15 24
Mar, 109 130 Mar,. 14 26
Philadelphia Mimmeapolis
Jan. 44 45 Jan, 4 4
Feb. 36 53 Feb, 4 4
Mar. 37 49 Mar. 4 3
Cleveland Kansas City
Jan, 62 51 Jan,. 10 13
Feb, 39 51 Feb. 9 11
Mare. 30 56 Mare 8 10
Richmond Dallas
Jan, 23 27 Jan, 5 4
Feb. 23 29 Feb, 3 4
Mar, 23 28 Mar, 3 4
Atlanta San Francisco
Jan, 34 29 Jan, 38 41
Feb, 27 28 Feb, 39 52
Mar. 3 26 Mara 48 69
1927 1928
Total
Jan. 481 465
Fev, 393 471
Mar. 414 506
March figures are for the 1lst to the 20th, inclusive.
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Office Correspondence ™&™
ice Correspondence ' Do Jemuary 18, 1028,

"To____All members of the Board. Subject:

From My, Eddy. S

At the meeting this morning, there was ordered circulated
the attached letter dated Jangg.ry 16th§from the Secretary of
the Open Market Investment Committee, transmitting copy of the

1 ]1% /2 ¥ minutes/of the meeting of the Committee held in Washington on
feic{ 27 < L.y Jenmery 12th,

s
- ORI 8

7’,' ag[ Hea ‘{‘k vernor Young
¥r. Platt
Mr. Miller .
My, James

Mr. Cunningham j )
Mr. McIntosh {7
Please return to Secretary's Office.
Digitized for FRASER

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



"~ DECLASSIFIED
Authority E.0. 1235k

Reproduced from the Unclassified / Declassified Holdings of the National Archives

,./\\Wk January 17, 1928

Doy My, Hottesont

I aoinmowledge redsipt of and thank you foy

lstter of the instant) addressed to Governor
Young, enelosing for % oonfidential information of
the Board gopy of the minutes of the meeting of ithe
Open Market Investnent Comaitbee held in Washingbon,
Junuery 12, 1928, ¥ /, 3f 8 f IR S

3
b S FRR S £
Very truly yours,

Welter L. Eddy,
Seoretary

Mre WeBe Yatieson, Jesrestary,
Open lMarkot Investment Comnittee,
o Federal Reserve Bank,
Kew York, X, Y,
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FEDERAL RESERVE BANK J

ofF NEw YORK

CONFIDEITIAL | January 16, 1928

Dear Governor Youngs

I am enclosing herewith, for your confidential v
[12- 28 plef 333,k L Faneed
information, a copy of the minuteq}of the meeting of the Tt Lo,

Open Market Investment Committee held in Washington,
Januery 12, 1928,

Very truly yours,

W. B. MATTESON
Secretary, Open ilarket
Investment Committee

Honorable R. A. Young,
Governor, Federal Reserwve Board,
We.shington, D. C.

Encls. {(2)

MARD MEFL
an 18 192¢

el Gns ,'/’7/’“5'
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PERBONAL

Decr Governor Young:

1

I am encloging, for

FEDERAL RESERVE BANK

oF New York

"~ DECLASSIFIED
Authority E.0. 1235k

Januzry 16, 1938

your files, a copy of

)=/2=5 fikag 333t Faad wates
the minq&gﬁjof the weeting of the Open larket Invest-

———

pent Comumittee held in Washington January 12, 1928.

%

W. B.
Secret

Hono*able R. A. Young, e
Governor, Federal Reserv Bagl
Washington, D. C.

Encls. {2)
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HATTESON
cry, Open ikmrket

Invegtuent Committee
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| 333 ~t-
. f=2-27 ¢ ./-[’7/7 ¥
The Committes has cansidered the remrandum tted Wy the
Chairman and has reviewed the progrn adepted by the comxittes on
J November 1, 1927 and spproved by the Federal Reserve Boards Therey
upon, the following conslusions were adopteds
1s The odjoot of the polisy adepted om Nevamber 1 lmg
been asecplished.
2. The Committes pregran should now work towards seme
wint firmer money sanditions as far as necsssary to sheek wm~-
wnpummmumwm&mu.
3o hﬂwhWMamhooﬂm
mcmeom1mme-uawmmm.
and if nesssmary to deal with gold mevemsnts in sush mamner
ag nosessry to earry out the programe
Mo;mllmmmom&lml.ﬁuw
mittes would expect to be charged with the exesution of this
progran for the aeooumt of those ressrve tanks whish sprrove
and participate snd would Mpe this program might gulde the
camxittee for the present, wnless & change of eonditions raies
further veview desirable, ,
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The Committee has considered the memorandum submitted by the

Chairmen and has reviewed the program adopted by the committee on

November 1, 1927 and approved by the Federal Reserve Board. Thereupon,

the following conclusions were adopted:

igitized for FRASER
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1. The object of the policy adopted on November 1 has
been acoomplishede

2¢ The Committee program should now work towerds some-
whet firmer money oonditions as far as necessary to check un-
duly repid further increases in the volume of credits

3¢ In order to acooﬁplish this program the committee
would expect to sell further amounts of Government securities
and if necessary to deal with gold movemeqts in such manner as
necessary to carry out the programe

e 60 66 Xpect to be charged with the

execution of this program for the ascount of those reserve
banks which approve and participate and would hope this pro-
grem might guide the committee for the present, unless a change

of conditions mekes further review desirables

ederal Reserve Bank of St. Louis
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MEMORANDUM FOR THE OPEN MARKET INVESTMENT COMMITTEE
January 12, 1928

The major features of the current credit situation

to Federal Reserve policy may be summarized as follows:

VOLUME OF CREDIT

Over the past 12 months the growth of bank credit in tgnmgni&mijﬁgggp

has been more rapid-then in apy vear since 1924, and more rapid than ie ordin- /¥‘~

arily required by the year to yearx”?g;tg&inﬂt@arcountry’s trade, It appears

- e it T R

to have beén much more rapid than was required by the growth of trade this year

in view of receggi i branches of business, ‘ J

As far as may be judged from the available statistics the country's

bank credit owt 8 par cent.in 1927 compered with a normé; growth of M///
possibly 6 per cent, '

USE OF CREDIT

The amount of commercial loans as indicated by "“all other loans" of
reporting member banks, is how no larger than a year ago. The increase in
total loans and investments of these banks was divided almost equélly between
loans on stocks and bonds and bank investments., Of the increase in invastments_
more than half has been in Government securities, refleéting in part ‘the Tréasury
rofunding pfogram which retired three billion dollars of widely distributed bonds
largely by issuing lower yield short term issues which were carried more largely
by bapks.

In interpreting these member bank figures two other considerations
5hould“be borne-in‘mind.
| 1. "All other loans" are not a complete measure of business

lﬁse of credit, Much of the funds recorded as investments

and loans on stocks and bonds find their way into business

igi‘[ized for FRASER
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sorbed in increased prices of securities rather than in business
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uses Through new financing for example, this year

about 6 billion dollars has gone into construction

of building, roads, bridges, plant equipment, etc,
Business credit requirements of these sorts continue

to grow even in periods of fecession and these uses

of credit are a factor in business recoveries from
recessions, In the banking figures some of this ap~
pears in investments and loans on stocks and bonds,

With our huge time deposits some considerable increments
of bank credit are due to accumulation of interest, The

country has perhaps 26 billions of time and savings dew

' posits. Annual 4 per cent interest on this sum is over

one billion dollars,

L%Egjmgggr;xwhalfuof_the increase in.deposits this year has been in demand ,\L
rather than time deposits, and rmuch of the increase in bank credit has been ab-

enterprise.

. The rate of increase in credit has been clearly more rapid than can be continued

without leading to abnormalities of value, the eventual read justment of which

might involve a severe strain on the country’s business.

The changes in the loans and investments of reporting member banks are

shown in the following diagram,
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CONDITION OF BUSINESS

Recent changes in business activity are summarized in the following
diagram which gives the components of the volume of trade index compiled by the
New York Bank, 1In each case the figures are shown as percenﬁagesﬂof‘the trend L//
gfwgigygﬁugf‘pégf‘years. The principal recéési;héwhéve been in productive |
activity and wholesale (primary) distribution. Retail distribution has been
better sustained and financial activity which includes sales of stocks, new
financing, and trading in cotton and grain futures, has been going forward at
a tremendous pace. This very high rate of financial activity has accounted
for the fact that debits to individusl acecounts have been at such high levels,

T

While the figures show a distinct recession in business they do{mot:

show anything approaching a depression. In none of the groups are the figures
appreciably below what mey be estimated as normal, While industrial employ=-
ment has decreased 5 or 6 per ceat since a year ago there are no indications of

serious unemployment.,
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It is\nqt)easy to explain the recent recessions jin.huainess, There 'ﬁg‘i §§
has baen E goneral overproductionin y

New financing

which roflects new enterprise has gone on in ever increasing amounts, It is

likely that it is the effect of the accurnumlative action of a number of causes i

which include the Ford cessation of new car production, the soft coal sirike, !
the floods, the collapse of the Florida boom, the let-down in new building and
plant construction, conservation of railréade in ordering new equipments

If these are the causes of recession they are mostly temporary and the

present a&gggﬁyunanimous opinion that business is likely to improve as the year -

advances appears to have some justification,

As to the effect of changes in money conditions upon business recovery

7y ST

there are two phases of the problem, the real supply of funds, and the psyghologipal 7¥;
reaction, Under present conditions banks are finding difficulty in employing
theif‘funds séfely and profitably, This would still be true even if credit were
increasing less rapidly and ﬁoney were somewhat firmer; business could still

obtain all the credit necessary at reasonable rates. As to the psychological

effect of any action the Reserve System may take in the direction of firmer money

there is perhaps some quesiion since business is now probably very sensitive to

changes in the credit picture. The question for Federal Reserve policy is how

the present credit expansion can best be controlled if possible without adversely

affecting business,

FOREIGN EXCHANGES AND GOLD MOVEMENT

When Federal Reserve diseount rates were reduced last August and
September, money conditions abroad were an important consideration, §Sterling and
other Eurcpean exchanges were weak and stringent money conditions abroad, with
increasing discount rates and consequent pressure on world commodity markets which
might logically be followed by unemployment and declining purchasing power for our

own goods, appeared jnevitable unless money were easier in this country.
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Now the situation is quite changed. Much that was hoped to be
accomplished by our rate action has been accomplished. Most of the European
exchanges are above par and European countries have both taken gold from us
and increased their holdings of dollars. Since the first of the year the ox-
changes have declined as bills drawn in dollars have come due and as short cover-
ing has become less of an influence,  Firmer money here would put more pressure
on the exthanges end might possibly lead to some rate advances abroad, but
European money markets are now more firmly entrenched and much more able to take
care of themselves.

The gold outflow appears to be slackening as foreign exchanges have
Weakgned and firmgr money here would perhaps operate as a further check except
for central bank transactions or for other unusual transactions which mey be
made regardless of the exchange position, The recent gold exports, however,
have not only improved the monetary position of a number of countries but have
also had good psychological effect. As a result, consideration of Federal

Reserve policy at this time can properly be much more independent of the

European situation than was the case last summer,
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PRESENT LOSITION OF THE f@NEx MARKET '

Between September 1 and January 10 net gold exports and earmarkings

have taken approximately 230 milhon dollars out of the market, Of this only bl

R ™ P

45 million has beex; offset by purchases of sequrrties thus leav:mg 8 net loss
1o the money market of about 188 million. 'During this Wegk_we ‘have sold ap=
prpximatély 30 million of Government securities and enticipate selling an ad-
ditionel 15 millions within the next fow days, In addition, the required
reserves of member banks have increased about 100 million dollars. Thus since
early':au‘tumn, taking all these changes into consideration, the requirements for
reserve money for which banks or the market feel responsibility ha.vé iﬁcreased
»330 million dollars, The full weight of this borrowing has only just begun to
fall on the markat because of the extended Treasury overdraft from November 15
to December 20 and the dis‘horfion of the picture by year-end transactions.

At the last report all member banks owed the Reserve Banks about '500
million dollars and banks in New York City 180 million,: and in addition bill
and gecurity dealers have sscured funds under ‘sales c'ontracté totaliﬂg 76 mi.ilion. :
The experience of fhe past shows that f.his amount of burden on the benks and
market will ordinarily keep the callv money rate from 1/2 to 11/2 ;Ser cent above
the discoun‘t' rate with other rates in correspondence. Thug 't".he conditions are
now presenf for considerably firmef money conditions than in the autum. The
ad justment of the market to these conditions has been a little slow beca‘uae‘of _
general expettancy of easy zﬁoney after the turn of 'l;he' year, but the adjustment
now appears to be taking plaqe. | |

The accompanying cherts show recent money market tgndehcies conmpared
with e year ago and the relationshiyp which has existed be_tween member bank

borrowing and interest rates.
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The foregoing may be summarized as follows:

1.

3s

4 "

Se

b
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In recent months the volume of credit has been in-
creasing more rapidly than appears to have been re-

quired for the needs of business,

The increase seems to have flowed largely into the
chenels of investment and speculation, though business

has probably benefited indirectly to some extent,

Business has been receding due probably to causes which

are ‘temporary., Fundamentals are generally sound,

Even with somewhat firmer money conditions, business
is likely to get all the funds regquired, but business
psychology may be sensitive to ébrupt changes in money

conditions,

Buropean money marke%s are now in a position largely to

take care of themselves and consideration of Federal
Reserve policy may well be more independent of them than

wag the case last sumner,

Conditions now seem to be present for substantially firmer
money conditions than lagt auturm, though the market has

been slow in adjusting to these conditions,
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# Young,

FPederal Reserve Board Washn
] 4
Beforring to my telegram'p samrd&zr and your talk with yr McGarrah this

afternoon, I am now arranging to have the open market investment committ
meet in Washington on thursday January lz.op vree

Case
507pm
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#x Young, L.

Federal Reserve Board Washn

'h Pg '\ )%

Referring to my telegram saturday[ and your talk with yr McGarrah this
afternoon, I am now arranging to have the open market investment committes
meet in Washington on thursday January 12,

Case
507pm
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igitized for FRASER
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis



T ——

if i National Archives T ——
Reproduced from the Unclassified / Declassified Holdings of the National Archiv . DECLASSIFIED

Authority E.0. 1235k

m s e e e el e o & D em  m e e e e e e s e o T e o R

TELEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)
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. Young

Washington
Confirming my telephone conversation with you today, A meeting or the Open
Market Investment Committee has been called for Thursday, January 12, tenm A.l.
in this bank, I understand that you and as many of your associates as possible
will attend

Case

1ls8p

Qi B TO PRASER 2—1901
ittp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives

"~ DECLASSIFIED

- ' Authority E.0. 1235k
Zn b
AN -
\'. -’,\!v Z?
S 5 )
\ s ‘ C T
X December 3, 1827 R
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Dear Mr. Case: ‘_ /
Under 2J Governar Strong
advised tha away from the bank and that
| Mhdubdmmmm.du:mmwm.for
| a mesting of the Open Market Investment Comiittes.

When you detexmine upon a definite date, I
would appreciate it very much if you would let ms
knows

Yours very tmuly,

USigned) R, A, Yourg

R. ‘. tmn&.
Governor.

ey Jo Hoe Qome,

Deputy Governor, ,
Federsl Reserve Bank,

Yow Yoxk Oity, Fe Y.

o [//
Qed 1@& g M~~~ [ 1 2>¢
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FEDERAL RESERVE BANK

ofF NEw York

November 9, 1827,

. | - FOR SPECIAL CIRCULATION "/iofs
( U PLEASE READ PROMPTLY, INITIAL AND RETURN TO SECRETARY'S OFFIO®E
- &ov. Youn @W\ r. Hamlin e o
. g Mr. Homlin e4M Mr. Janm - Mr. McIntosh
Mr, Platté?ﬂ;p Mr,MillerélL\ Mr. CunningHanS e i

CONFIDENTIAL

Dear Governor Young:

I am enclosing herewith for your confidentisl information
..QA,L /{//":? p‘?  ans //"2 -2 7 &M&,‘ 3 3 T:; L :@,r by D ¢§,\¢ﬁ{ Pisog 1_\‘*‘:‘1.«.‘
the minutes of the meetings held by the”Upen ierket Investment
pomak et o
Committee in Washington on Novemh;r 1 and 2. The supplementary g
¢ //"‘ 2" he 2" .
confidential memorandaf?eferred to in the minutes were handed te you

in Weshington so that they are not attached to the enclosed minutes.

Very truly yours,

GEJRGE L. HAR! solh,
Deputy Governor.

Honorable R, A. Young,
Governor, Federsl Reserve Board,
fiashington, D. C.

Enc.
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Novenber 2, 1637

Dear Governor Strongt

At the meeting of the Federal Reserve Board
held today follewimg the conference with the members.
of your Committes, during which the report of the com=
mittee dated November 1, 1927 ‘was submitied to the
Borrd and discussed in detail, it wms voted by the Boaxd
thet spproval be given to the polisy governing opem may-
kot operations ss recommended By your ocommittes in its
report reforred to.

Very tmuly yours,

Re As Young,
(Governor

Mre. Benj. Strong, Chalrman,
Open Market Investnent Committeeg
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REPORT OF THE SL :fA OF THE OPEN MARKET INVES1 T - MITTEE
T0 THE GOVERNOAS' CONFERENCE, NOVEMBER 2, 1927
pr o ’é-
327, ke

Il/zp.')

The holdings of Government securities in the Special Investment
Account at the time of the last Governors'® Conference held in Washington,
during the week commencing May 9, 1927, amounted to approximately $136,000,000.
The holdings in the account since last May have been increased to

$375,000,000 by the following purchases:

May & June To offset earmarked gold for account of
foreign correspondents 105,000,500
June & July Additional purchases made under authority

given the Committee at Governors®

Conference in May (for purchases not

to exceed $100,000,000) which authority

terminated on August 1, 1927 29,000,000

July & Auge Additionel purchases pursuant to action taken
et a meeting of the Open Market Invest-
ment Committee held in Washington on

July 27, 1927 50,000,000

Auge & Septa To offset the sale in this market of the
System's sterling balances 60,000,000
Total holdings $375,000,000

There have been various other changes which have not affected the
total holdings in the account (with the exception of purchases made in re-
placement of June and September 15 maturities which only temporarily changed

the total holdings), the principal transactions being:

June 1927 Purchases in replacement of June 15

maturities for System and Foreign

Accounts $115,000,000
June 1927 Exchange of Second 4 1/47% Liberty Loan

-bonds for new 3 3/8% Treasury bonds

due 1943/47 pursuant to terms of

Treasury offering. These Treasury

bonds were subsequently sold at a

profit in the market in August and a

like amount of 3 1/87 certificates

due September 15, 1927 were acquireds 20,000,000
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July 1927

July & Aug.

September

September

Exchange with other Federal reserve banks

whereby we purchased from their hold=-

ings outside of System Account, Treas-

ury certificates and notes maturing
September and December 15, 1927, and

sold them a like amount of Third 4 1/4%

Liberty Loan bonds (approximately)

Exchange with a foreign correspondent

whereby we pur¢hased from them 3 1/4%
certificates maturing September 15,
1927 and sold to them a like amount
of 3 1/4% certificates maturing March
15, 1928, In August, the September
15 certificates were exchanged in

_the market for a like amount of Third

4 1/450

Purchases made in replacement of September

15 maturities for System and Foreignm
Accounts. The Open Market Investment
Cormittee approved, including in these
purchases, a block of 25,000,000
Fourth 4 1/4s against wkioh authoriza-
tion a total of $22,500,000 of this
issue of bonds was purchased.

Exchange of Second 4 1/4% Liberty Loan bonds

for like amount of new Treasury 3 1/2%
notes due September 15, 1930/32 pur-
suant to terms of Treasury offering

-

" DECLASSIFIED
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$20,000,000

30,000,000

155,000,000

24,100,000

On June 3 the Federal Reserve Bank of St. Loulis asked 1o be

relieved temporarily of $8,000,000 of their participation of Govern-
ment securities held in the System Accounta
was sold from their participation on that date and allotted to gll
the other participating banks, and on June 9 the Federal Reserve Bank ‘
of St. Louis repurchased these securitiese.
the Federal Reserve Bank of S5¢. Louis again asked to be relieved
temporarily of $10,000,000 aggregate amount of their participation of \
Gov ernment se9urities held in the System Account. $5,000,000 of these K

securities were allotted to the other participating banks and the

On June 29 and July 1

This amount of Governments

igitized for FRASEfr emaining $5,000,000 was apportioned to the Federal Reserve Bank of Richmond
ttp://fraser.stlouisfed.org/

ederal Reserve Bank of St. Louis
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(having in mind their urgent need for earnings to cover current expenses, etc.)
On July 13 the Reserve Bank of St. Louis advised that they asuld take back the
$10,000,000 of Government securities which they temporarily sold and accordingly
a sale was made to them on that day of the §$5,000,000 which had been all§tted te
the other participating banks and $5,000,000 from New York's participation in the
System Account to replace the §5,000,000 which had been sold to Richmond.

Due to their low reserve position, the Federal Reserve Bank of Richmond
requested on October 17 and 19 that they be temporarily relieved of $5,000,000
and $10,00C,OOO, respecti&ely, of their participation of Government securities
held in the System Special Investiment Account. This sale was accordingly made
and the securities were‘a;lotted to the other participating banks on the prevaile
ing allotment ratios.

During the first half of the current year System purchases of bankers
acceptances and new pufchases of Governmen} securities were apportioned to
reserve banks on percen{ﬁges based on each bank’s expenses, dividends and charge-
offs, With the apprevai of all the banks, new ratios were put into effect on
July 8 based on each bank's earning requirements for the balance of the year.
These ratios were again adjusted on September 1, September 19 and October 13,
and further adjustments on the same basis will be made from now until the end of
the year if the figures submitted by the banks indicate that further changes are
necessarya -

On September 21 the Federal Reserve Bank of Richmond requested that we
discontinue for the present allotting them their share of any new purchases »f
Covernment securities. They further advised that they wished to continue their
participation in allotments of bankers acceptances and replacement purchases of
Government securities.
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Attached are statements showing:

Exhibit A - Actual net earnings of all Federal reserve
banks for the first nine months of the
year 1927 and estimated net earnings for
last three months of year 1927, and esti=
mated smount of net earnings or net

deficit at end of year.

Exhibit B

t

Participation of Federal reserve banks in
System Special Investment Account Govern=
ment securities and classification of
issues held in the account by maturitiess

Exhibit C

Purchases of bankers acceptances since the
beginning of the year and amount each bank
has received in excess or short of its
pro rata sharece

Exhibit D - Earning asset holdings of Federal reserve
banks October 19, 1927 as compared with
previous week, alsoc weekly aversge from
December 29, 1926 to October 19, 1927 as

compared with corresponding period of 1926
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EXHIBIT "A"

STATEMENT SHOWING ACTUAL NET EARNINGS OF ALL FEDERAL RESERVE BANKS FOR THE FIRST
NINE MONTHS OF THE YEAR 1927 AND ESTIMATED NET EARNINGS FOR LAST THREE
MONTHS OF YEAR 1927, AND ESTIMATED AMOUNT OF NET EARNINGS
OR NET DEFICIT AT END OF YEAR

Actual Net Barn- Estimated Net Earn- Estimated Net

ings in Excess ings in Excess of Earnings After

of Expenses and Expenses and Divi- A1l Charge-offs

Dividends, but dends, but Before Estimated Available for
Before Charge- Charge-offs, for Charge-offs Surplus and

offs, 9 Months Balance of for Year Franchise Tax

Ended Sept.30/27 Year 1927 1927 for Year 1927
Boston $ 138,000 $ 143,000 $ 172,000 $ 109,000
New York 842,000 397,000 475,000 764,000
Philadelphia 175,000 3,000% 78,000 94,000
Cleveland 474,000 178,000 285,000 367,000
Richmond 39,000 124,000 147,000 16,000
Atlanta 406,000 139,000 135,000 410,000
Chicago 647,000 346,000 697,000 296,000
St. Louis 435,000 : 130,000 317,000 248,000

Minneapolis 89,000 2,000 102,000 11, 000%
Kensas City 239,000 82,000 166,000 155,000
Dalles 82,000 8,000 41,000 49,000
Sen Francisco 629,000 60,000 140,000 549,000
Totals $4,195,000 $1,606,000 $2, 755,000 $3,046,000

B o T o ]
*Deficit
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EXHIBIT “B"

STATEMENT SHOWING PARTICIPATION BY FEDERAL RESERVE BANKS IN SYSTEM
SPECIAL INVESTMENT ACCOUNT AND CLASSIFICATION OF ISSUES HELD
OCTOBER 19, 1927 IN THE ACCOUNT BY MATURITIES

4 1/2% Treas. Notes § 19,327,500

Boston $ 25,853,500 Dece 15, 1927 =
New York 96499 4,800 March 15, 1928 = 3 1/4% Cert., of Inde 60,283,500
Philadelphia 22,987,500 March 15, 1928 = é% " " 48.596.000
Tleveland 31,102,500 Septe 15, 1928 = 4 1/4% 3rd L/L bonds 145,049,000
.tichmond 11, 214,000 March 15, 1932 « 3 1/27 Treas, Notes 60,889,800
Atlenta 9,860,000 Septe 15, 1932 = 3 1/2% Treas. Notes 18,244,000
Chicago 53,979,500 Octe 15, 1938 = 4th L/L bonds 22,500,000
Sts Louls 20, 280,000
Minneapolis 16,672,000
Kensas City 26,019,000
Dallas 23,821,500
San Frencisco 36,105,500
Totals $374,889, 800 $374, 889, 800
——— R —
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EXHIBIT "C"

PURCHASES OF BANKERS ACCEPTANCES SINCE THE BEGINNING OF THE YEAR, AND
ANOUNT EACH BANK NOW HOLDS IN EXCESS OR SHORT OF ITS PRO RATA
SHARE UNDER THE APPORTIONMENT PLAN PUT INTO EFFECT IN
THE EARLY PART OF THE YEAR AND REVISED ON JULY 8

SEPTEVBER 1, SFEPTEMBER 19 AND OCTOBER 13

Bills Acquired

Bills Entitled
to Acquire

Bills Over

Bills Short

Pro Rata Share Pro Rata Share

Boston $ 95,808,000 $ 93,456,000 2, 352,000 0
New York 309, 294,000 309, 832,000 0 538,000
i iledelphia 91,519,000 94,737,000 0 3,218,000
‘Leveland 114,108,000 114,023,000 82,000 0
Richmond 96, 457,000 97,938,000 0 1,481,000
Atlanta 49,648,000 49,081,000 567,000 0
Chicago 168,174,000 167, 421,000 753,000 0
5t., Louis 61,230,000 61,600,000 0 370,000
linneapolis 52,016,000 53,728,000 0 1,712,000
Kansas City 69,755,000 70, 434,000 0 679,000
Dallas 52, 412,000 53, 487,000 0 1,075,000
San Frencisco 81,060,000 75,741,000 5,319,000 0
Totals #1,24, 478,000 $1,241, 478,000 $§,073,ooo $9,073,000

O i~ or bttt

The overages shown in the above statement are being adjusted in the
usual manner by meking distribution to other reserve bankse
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EXHIBIT "D"

STAIEMENT SHOWING EAR ING ASSET KOLDINGS OF ALL FEDHRAL RESERVE BAYKS OCTOBRER 19, 1927 COMPAR™D "ITH PREVIOUS WEEK AND OCTOBER 20, 1926, ALSO WEEKLY AVERAGE
_____OF ZARNING ASSETS FROM DECEVBER 29, 1926 TO OCTOBER 19, 1927 As COMPARFD WITH CORRESPONDING PERIOD 1926 AND ENTIRE YEAR 1926

Bills Discounted - Qct, 12
(1] " (1] 19

Net Cheange
Bills Purchased - Oct. 12
" " [} 19

Net Change

Govermment Securities - Oct. 12
L] " " 19

Net Change

Total Earning Assets - Oct. 12
" [ ] " ) 19

Net Change

Comnarison of Weekly Average
of Eerning Aesets
Dec. 29, 192€ to Net. 19, 1927
Same period 1926

Entire year 1926

Net change from same period 1926
" " " entire yesr 1926

Comparison of Earning Acseis
October 19, 1927
October 2C, 1926

Not Change

Digitized for FRASER
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Boston New Vork Phila.
$33,932 $119,787 $35,404
27,641 96,873 38,563
6,291~ 22,914~ 3,159+
28,873 111,125 11,940
30, 366 102,843 12,601
1,493+ §,282- 661+
27,049 105,216 36,222
27,592 102,026 38,172
545+ 3,190~ 1,950+
89,854 336,128 83,566
85,599 301,742 89,436
4,255- 34,386~ 5,870+
71,647 259,977 81,087
80,818 272,491 90,072
82,511 278,628 91,705
9,171~ 12,514~ 8,985~
10, 864~ 18,651~ 10,618~
85,599 301,742 89,436
65,285 205,574 94,846
20,3144+ 96,168+ 5,410~

(000 omitted)

Cleveland Richmond étlanta
$54,590  $29,014 $22,505
43,306 33,375 25,129
11,284~ 4,361+ 2,624+
16,620 33,251 2,404
18,757 38,053 2,414
2,137+ 4,802+ 10+
55,585 27,455 12,988
57,203 12, 455 13,370
1,618+ 15, 000~ 382+
126,795 89,720 38,197
119,266 83,883 40,913
7,529~ 5,837 2,716+
107,012 48,804 49,214
106,914 61,342 75,957
115,174 59,659 76,645
98+ 12,538= 26,743~
8,162~ 10,855~ 27,451~
119,266 83,883 40,913
136,604 67,883 92,479
17,338~ 16,000+ 51,566~

SUMYARY FOR SYSTEM

Bills Discounted for week
Bills Purchased for week
Government Securities for week
Total Berning Assets for week _
Comnarison of Weekly Average of Earning Assets Dec. 29, 1926 to
Oct. 19, 1927 with same veriod 1926
Cormparison of Weekly Average of Earning assets Dec. 29, 1926 to
Oct. 19, 1927 with entire year 1926

Comparison of Earning Assets Oct, 19, 1927 with Qct. 20, 1926

Chiccgo

$33,043
51,129

18, 086+

25,014
30,533

5,519+

74,227
74,585

356+

132,284
156,245

25,961+

146, 389
153,674
164,144

7,285-
17,755-

156,245
173,788

17,543~

St.louis  Minn, Ken, City nallas sen Fran, Totals
$18,805  § 6,493  $ 12,516  $ 4,797 $ 59,363 $ 430,249
28,260 2,007 21,707 7,756 41,851 417, 597
9,455+ 4,486 9,191+ 2,959+ 17,512=- 12,652~
3,866 10,186 9,822 11,672 9,588 274,361
3,700 11,652 10,656 13,504 7,424 282,503
166~ 1,466+ . 834+ 1,832+ 2,164~ 8,142+
36, 600 22,880 35,082 31,023 45, 802 510,129
36,900 24,230 35,832 32,227 45,803 500,393
300+ 1,350+ 750+ 1,204+ 1+ 9,736
59,271 40,079 57, 420 47,492 114,753 1,215,559
68,860 38, 409 68,195 53,487 95,078 1,201,113
9,589+ 1,670~ 10,775+ 5,995+ 19,675 14, 446~
59,277 32, 447 53,141 43,018 102,678 1,054,691
63,210 37,973 63,902 53,501 115,279 1,175,133
63,841 37,874 63,528 52,777 116,047 1,202,533
3,933=- 5,526~ 10,761~ 10,483~ 12,601~ 120, 442-
4,564~ 5,427- 10,387~ 9,759~ 13, 369~ 147,842~
68,860 38, 409 68,195 53,487 95,078 1,201,113
67,504 50,1788 59,070 52,045 123,044 1,188,910
1,356+ 12,379~ 9,125+ 1, 442+ 27,966~ 12,203+
$12,652-
8,142+
9,736~
14, 446~
120,442~
147,842~ )
12,203+

9SE7l ‘o’ 3 Auogny
ITAISSVIODHAAd -

SOMUDIY [BUOIIEN 8Y) JO SBUIPIOH PaljiSse[oa / PaYISSE|auN 8y} woy psonpoiday




" DECLASSIFIED
. ' Authority E.0. 1235k

Reproduced from the Unclassified / Declassified Holdings of the National Archives

e
»

T -

17

November 1, 1927, . — (2~

e comnlttes has considered the confidentisl preliminary
ronorania sudmitted by the Chairmen, and upon the dasis of the wemor-
anda proposes that the open market pelicy of the Sysiem umtil March lst
next, wmlsss developoents net now anticipated require s further review,
shall be: to maintain stable rates for meney at about present levels and
prevent farther imports of gold,

In oxder to carry out the above pelicy, the committee would
adopt tho following program and precadure;

{1) ™e olan of offsetting gol2 movements by purchases and
salos of securities would de continusd as herstofore.

(2) Mmy considersdle advmmce in rates for momey towards the
end of the year would be dsalt with only if necessary by temporary pur-
thases of securities.

(3) During the return flow of currency vhich wsually eeeurs
in Jamuary, sales of securities would de made in amounts wufficient to
insure vetirem¥nt of the semsonal issue snd provent ite bBaing added to
mr bank ressrves.

(4) In evemt of the renewal of s gold movemsnt to the Tnited
States, gold may de purehnesd abrosd im London, and possidbly ia Helland
and Switzeriand, if necessary, at spproximately their gold export phints,

or sxebange ¢n those countries may be purchased, oo as to arrest, if
possidle, a further importstion of gold, The limit upon ench purchases

to de $100,000,000, %Deh parchases would alse be offszet the same as
the gold movemsnt. 'é}«ﬁd or lxw purchased may be invested in Bills
or employed at interest, as in the case of the Bank of England secomst.”

Aoy LS 12727
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(5) e considerations which will guide the committee as %o
whern and for what amounts such transactions shall e made, are;
{8) The amount of derrowings by member banks from
the Reserve banks;
(b) The general level of interest rates;
(¢) ™e movement of foreign exchange rates as an
indication of voessidle gold imports.
The committee would expect to be charged with the executien

of the program for sccount of those Reserve banks which approve and

ypaiticipate.
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195, f
The Committee has considered the memorandum submitted by “tké j

,,,,,

tirman and has reviewed the program adopted by the committee on
yvember 1, 1927 and approved by the Federal Reserve Boo;rd. Thereupon,
the following vofmoluaion- wore adopted: _ / /_,, /- Z ‘/
1. The objest of the policy mdopted on November 1 has )
been acsoomplighed.
2. ‘The Committee progran should now work towards some-
what firmer money eomdifions as far as necessary to cheok un~
duly repid further inereases in the volume of credite.
3s In order to accomplish this program the committee
would expect to gell further amounts of Governmemt securities
) and if necessary to deal with gold movements in such manner as
necessary to carry out the program.
As outlined-in the program of November 1,
. ¥he eommittee would expect to be charged with the
exesution of this program for the account of those rescrve
banks which approve and participete and would hope this pro-
gram might gulde the committee for the present, unless a change

of oonditions mekes further review desirables

iy 1 or o afft
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FEDERAL RESERVE BANK ST Ty

ofF New YoRrRK

October 25, 1927.

Dear Governor Young:

I have already sent you the Chairman's memorendum for
the Open Market Committee meeting, and Dr, Burgess's memorandum
to me about stock speculation. This T now supplemsnt by the
Secreta_r:ylfmr_g.g\rggfggquxj o{f theA detail transactions.

fie f/=2 ~27

A further supplement will be needed to cover the sale

of gold to the Bank of France, but that has not yst besn prepared.

Very truly yours,

Chairman
Open Market Investment Committese.

Honorable R. A.Young,
Governor, Federal Reserve Board,
Washington, D, C.

enc.,
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FEDERAL RESERVE BANkK -
ofF New York %

R.A. Y,

OCT 27 1927
Octpber 21, 1927,

My dear Governor Young:

rolleuing our talk in Washington, I have discussed the
immediate outlook with my aesociates in the bank and we have all
sgreed that 1t/2i}laggt be necessary to hold a meeting of the Open

Market Investment Committee untll the tlme of the Governors Con—

oy PR - e iy e R

P S s e 53 50 e RS T B st

e e e s san s
et

ference.

Believing that thie will best suit your own planse, I
have written to the members of the committee asking them if they can
arrange to be in Washington on the morning of November 1 so that we
mey have ample time that day for discussion of the memorandum already
sent you, and for the formulation of somer recommendations. I hope
this is entirely satisfactory to yeu.

Sincerely yours,

;o %‘7 !
BENJ. STRONG,

¢ Chairman, Open Market
ng// Investment Committee.
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FEDERAL RESERVE BANK ¢ UCT g 1 19py
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or New-York i,
PERSONAL | ToaT October 19, 1927.
I 33 )i"”é"_z/'

My dear Governor Young:
/0-—1‘5’*«17
With this I am encloaing 8 memorandu vhich is being submitted to the

members of the Open Market Committee for their conalderation prior to ,thAe meeting
which we hope to have in Washington in the near future, also a copy of tE;‘g_w;
randum (p{gp—;{'ﬁ;‘ug Dr, Burgess at my request on the subject of the Stock Market.
I hope you will consider these memoranda privately for the moment, a.qs
changes may be made before the meeting and it would be a mistake to have opinions
crysta.llizevuntil a final draft of the memoranda can be submitted.

I am sending two copies of each memorandum as I hope you will find it

e

possible to hand one set to Secretary Mellon so that he and you may both be ac- /

quainted with the material to be discussed at the meeting.

There is one point of view about our credit situation which is not cov-
ered by the papers, and concerning which I am not willing to express any very
definite views. The ,Eituation may be summarized very roughly as follows;

In the ia.st three years ﬁhere has been no considerable addition to the
gold stock of this country. We figure it amounts to only $18,000,000 net. During
that period the average amount of Federal reserve credit in employment has in-
creased gradually by the sum of about $200,000,000. In the same period the total
volume of Bank credit in the country has increased considerably. The figures for
reporting member benks are about $3,000,000,000, and in the ratio which usially
prevails this would indicate a totel increase of bank credit for all institutions
of poesiblj over $5,000,000,000. Of this increase, however, possibly as much as
80 per cent consists of time deposits of which possibly SO per cent. are actual

savings accounts. In other words, in the absence of additions to our gold stock
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Hon. R. A, Young ;/ ‘7.

-DERAL RESERVE BANK OF NEW YORr.........

the banks have required $200,000,000 more credit at the Reserve banks in order to
maintain the reserve necessary to ‘sastain this increased volume of deposit 1isbil-
ities caused mainly by the growth of savings and partly, of course, by the growth
of population and of business activity.

D)-f the amount of increase of bank credit referred to, a considerable por-
tion has been employed by the banks in loans upon securities. It is the growth of
this loan account which has caused apprehension in the minds of some people, and
at times led to the suggestion that we should sell some of our securities and main-
tain higher di scount rates or at least not lower _then, so a8 to check the growth of
that loan account. I have not felt that such a policy was. justified by the facts,
that any effort through higher rates directed especially at stock speculation would
have an unfavorable effect upon business generslly, and that this would be partiocu-
larly unfortunate at & time when we are producing a surplus of exportable farm
products which cannot be marketed abroad unless this country remains a free loan-
ing market for the rest of the world. In a word, it would mean directing the in-
fluence of the Reserve banks against stock speculation regardless of the conse-

quences to business generally and the consequences especially to the farmers at

i
|

home and our customers abroad.

At the next meeting of the Open Market Committee I think this general
question of our policy should be faced sguarely and an understanding arrived at as
to general policy, the execution of which shoulld be entrusted to the committee.

Nhen the committee meets we shall probably be able to lay out a program
which will be fairly specific and cover a peried of, say, three or four months.

I will leave it to you to have a word with Secretary Mellon about it. /

Very truly yours,

Hon. R. A. Young, . e
Governor, Federal Reserve Board, . ]

#shington, D. C.
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CONFIDENT IA
To Governor Strong : October 18, 1927
From W, R, Burgess ‘ Memorandum on the Stoek Market

' Ehe concern of the Federal Reserve System as to the stock market has
to do with its use of credit. There are two principel ways in which the amount
of credit employed by the market can be judged.

First. A eomparison of chenges in such use of credit with such related
factors as the prices ‘of gocurities, the voluim of trading,
and changes in other fom-of credit.

gecond. The soundness, i.e., permenence, of current market values against

‘ which the credit is advanced,

1. Uge of Crgdit in Security Merkets
‘ Security Loens and Stock Frices

The follawing chart shows the changes in recent years in loans en
stocks and bonds of the reporting member banks in principal eities, in comparison
with prices sf common stocks. In general the two lines wove closely together, but
in the past year seourity loans have increased lees rapidly tham stock p!"i@.S-
The sproad between these two lines would appear to indicate some tendsnoy toward
greater conservatiam in the use of credit in seourity market opsrations, which
ey be due to such factors as larger margins or a larger preportion of .mvestmsnt
buying for eash. | |
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Security Loans and Volume of Security Operations

A further test of the present volume of loans on securities may be
found in the concurrence of the movement of security loans, the volume of
trading, and the volume of new financing. This comparison is made on the
following diagram and indicates that increases in extensions of credit have
been no greater than the increases in the volume of security operations.

Security Loans in Relation to Total Bank Credit

The second chart on the page shows the ratio of bank loans on
securities to the total amount of loans and investments of the reppsting merber
banks. It indicates that, while in 1925 the ratio of security loans to total
bank credit increased from 25 to 29 per cent, since that date this ratio has
fluctuated within narrow limits.

The proportion of brokers loans to total loans on stocks and bonds
has been rising since early this year but remains slightly lower than in
January and February 1926, though higher than at any other time in recent months.
These ratios are shown in the following table.

Percentage of Brokers Loans to Loans on Stocks and Bonds
of all Reporting Member Banks of Systen

Last Reporting Date 1926 1927
January 5642 49.9
February 57.3 50.7
March . 4T7.6 50.2
April 46,6 511
May 45,9 52.1
June 46.0 53.4
July 47.8 53.6
August 49,7 54.4
September 50.2
October 48,2
November 48,6
December 48.8
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Summary as to 1.

The foregoing facts may be summarized by saying that while loans on

securities are very 1argevandrhaVe been increasing they'dq(ﬁ;E>aPPeara if

they nay be judged by previous experience, to be seriously disproportionaig

to:

A, Stock prices
B, Volume of trading

C. Total bank credit
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2, Soundness of Current Market Values

While the foregoing comparisons are interesting and give some
indication that the preeent relation of the use of credit in the security
markets to the general growth of credit in the country and the general
trend of stock market prices and voluuwe of trading is not unprecedented,
the more important related question is whether present values in the sew
curity market have a.éound basis, for the danger to be feared is a collapse
of the market, which would react upon business and bring serious losses to

many people. The likelihood of such a crash is increased when stock market

prices get out of touch with reality,

There are two general tests as to the soundness of current stock
market prices, Stocks are dealt in the saQe as commodities at varying prices,
and pfesumably there should be some relétion between their price movement and
the movement of the prices of commodities, But stocks are also a particular
kind of commodity, the value of which consists in the current and prospective
yvield, Thus a more important test of stock prices is their yield compared with

the yield of other forms of investment.
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Stocks and Commodity Prices

The following diagram compares prices of stocks with the movement
of commodity prices and indicates that up until comparatively recently the
prices of stocks have increased lesé since 1913 than ths wholesale prices of
coumodities, but that in the past two years the prices of stocks have tended
to exceed the prices of commodities, This comparison for a number of reasons
is very rough and very general, The industrial plants, stores, etc,s,which
ctocks represent, are cormodities the prices of which would not normally umove
with a general index which includes largely basic commodities., Mloreover,
industrial concerns are continuously expanding their plants and equipment by
{he_use of surplus earnings, and hence increasing the value of their stocks.,
This factor is partly compensated for by additional issues of steck, There is

no way of knowing how precise is this compensation.
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Yields on Stocks Compared with Other Investments

Over a long term of years it has been clearly demonstrated thet the
dividend yields on stocks at their currently quoted prices bear a significant
relation to the yields on bonds or money invested for short periods. Stock
yields have in this country tended to be one or two per cent higher than bond
yields, and also higher than time money rates (as an example of short money
rates) but there have been times when stock yields have gone below both .bond
yields and short money rates. The general relationship of these rates over 2

period of years is shown in the following diesgram,.
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Thd| normality or abnormalityljof stock market prices can perhaps be

measured more precisely by observing.the deviations of stock yields from bond

yields and current momey rates., Such computations are made in the following
diagram, They indicate that while stock yields are low, they are not as low
relative to bond yields and money rates as they have been a number of times
in the past.

Moreover, there is some reason to believe that & fundemental change
may ?e going on in the relative pepularity of stocks and bonds in this country.

In our historic omphasis upon bonds rather than stocks as a vehicle for investe

m?nﬁpywe have not followed the usual European practice. In many of the older
Euerean countries in which industries have been very firmly established,

stocks of old industries have frequently sold on a yield basis lower than highe
grade bonds. This relationship has been justified by the expectancy of increases
in prices and yields of industrial shares.

The very heavy losses suffered by bond holders in this country in the
past 20 years due to declines in bond values have led to some questioning of the
soundness of our historic practice, and more lattorly a number of statistical
studies have shown that over the past 50 years purchases of common stocks would
have constituted sounder investments than bonds. These findings have undoubtedly
lod t0 some change in the popular relative esteem of stocks and bonds, which
128 found expression also in the establishment of many investment trusts a con=
siderable proportion of the funds of which has been invested in cormon stocks,
All of this may be leading to a new relationship between the yields on common

stocks, on bonds, and on short time money.
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Money Rates an Important Factor

The foregoing charts make. it clear that money rates have a
1arge influence upon stockAprices‘ It seems reaaopably glear that an ifw
crease or reduction in short money rateslof 1 per cent, for exauple,
migh@ be almost a deternmining factor in the immediate trend of stock prices,
and the’permanence of present stock market values depends not a little on

the future prospects for money.

Summary as to 2.

A comparison of stock pricés and commodity prices indicates that
stoek prices are now higher relatiVe to 1913 than are wholesale commodity
prices, but this comparison is inconclusive because of the number of differw
ences in the two things being compared,

A study of stock yields compared with yields on bonds znd short
money rates indicates that, from this point of view, stock prices are high,
but no higher than they have been a number of times in the past, and there
moy be going on today also fundamental changes in this relationshipes The
present level of stock prices appears to be closely related to current money
rates,

Security Prices Abroad

Some collateral light on security price movements here is thrown
D comparingvthem with movements abroad. ‘This is done in the following two
charts, which indicate that both in stocks and bonds we have been dealing
recently with a world tendency toward higher prices, which in a nunber of

countries has exceesded the movement here.
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The figures are shownqin terms of the domestic currencies of various
countries converted to a Jamary 1925 base and in the cases of France and Italy
are, affected by fluctua&iqns in the gold velue of those currenciess The decline
shown by Italian stock prices, in terms of lire, particularly since the middle
of 1926 ié due largely to appreciation in the vglue of the lire, In'the case of
France, if allowance were made for the appreciation of the franc since the niddle
cf 1926, stock prices would be even higher than shown in the chart,

It would take further analysis than has yet been given to account fully
for this world-wide movement. One of the possible explanations is that for the
world as a whole we have been going through a period of readjustment to new
bages of va;ues. Another theory is that it is an era of unbridled spegulation.
In any event it is clear that the mpvement of security prices in this country
cannot be laid wholly to our domestic monetary policy.i]?

et "
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CONFIDENTIAL

Preliminary idemorandum
for the
Open Market Investment Committee
October 18, 1927.

In accordance with the general policy forecast by discussions
at the governors! conference in May and at the meeting of the Open
Market Investnent Cormittee on July 27, all of, the Federal Reserve Banks
have since that meeting reduced their discount rates from 4 per cent to

3 1/2 per cent., Tho timing of these changos was as follows:

July 29 - Kansas City
Aug., 4 = St. Louis
" 5 « Boston, New York
" 6 -« Cleveland
" 12 - Dallas
" 13 = Atlanta
" 16 - Richmond
Sept., 7 - Chicago
" B =~ Philadelphia
" 10 - San Franciseco
" 13 = Minneapolis

]

In order to make the change of discount rate effective in New
York it was found necessary to purchase 50 million dollars of Government
securities for account of the System, as previously authorized. The
reduction of the rate in New York was followsd by large transfers ol funds
to other districts, principally to the west. Between August 3 and
September 7 (when the Chicago bank reduced its rate) the gold reserves of
the New York bank declined‘log million dollars, most of the loss ¥8 going
to the Reserve Banks which still maintained a 4 per cent rate. Over the
whole period from July 20 to October 12 the New York Bank lost 181 millions
of gold, including transfers to other districts as well as gold exports.

and withdrawals of geld currency for circulation, As a consequence the
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borrowing of New Yérk City member banks increased about 75 million dellars
and, with prospects of even larger borrowings, it was necessary to purchase
in August the SO million of sccuritiss, Otherwise money rates would have
exporienced a sharp advance which would have defeated the purposes of the
policies adopted,

In this same poriod it has been possible to liguidate all of
the special sterling account with the Benk of England]at a profit of
$163,000, In order to offset the loss of funds to the New York money
narket resulting from these sales a corresponding amount of securities
has been purchased, a reversal of the operation which took place in the
Spring when purchases of gold abroad were offset by sales of securitieé.
The transactions in the account since early in the year, exclusive of

temporary or minor adjustments, are shown in the following table:

Uajor Transactions For
Systen Special Investment Account

Approximate amount in account January to May 1, + « « o $201,000,000
Sale of securities, May 1 to May 9, to offset
purchase of gold (mostly gold held abroad)e « o o + ‘ 65,000,000
Balance in account May 9. « » » $136,000,000
Purchases to offset gold earmarked in May and
June.otoo--'oo'non'oco---0-00lOO’OOO)OOO
Purchases during June and July under authorization
of Committee meeting, held woek of May 9. « . « + o o __29,000,000 ¥
Balance in account July 18, . « 4265,000,000
Purchases in August under authorization of Open
liarket Cormittee meeting of July 27¢ o o o = o o o o _ 50,000,000
Balance in accounts + o » « + o $315,000,000
Purchages in August, September and October to
offset sales of sterlinge o« o o« o v o o s o ¢ o 5 o » _ 60,000,000
Balance in account October&ih » $375,000,000
¥ out of an authorization of $100,000,000.

It will be observed that as a net result of the year's operations

to date the Special Investment Account has been increased §174,000,000, Of
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this $95,000,000 represents offsets to market losses through earmarkings,
etc., and 79,000,000 represents purchases made in keeping with policy aims,

A further result of the movement of funds from New York to other
districté has been that member banks in districte other than New York have
been able to meet the seasonal increase in credit requirements without any
increase in their borrowings at their Reserve Banks, whereas banks in New
York have increased their borrowings, The figures are as follows:

Discounts and Advances

(In Millions of Dollars)

(Monthly Averages)

New York District Qther Districts Total System
July, 1926 166 383 549
Sept., 1926 182 460 642
. July, 1927 123 ‘ 331 454
Sept., 1927 142 280 422

The decrease in total member bank borrowings as compared with a year ago
arises partly from a lessened demand for'Fedsral Reserve eredit due to smallér
currency requirements and gold imports end partly from the increase in the System's
holdings of securities. The average figures for September for total bills and

securities are as follows:

Sept. 1926 Sept., 1927

Bills discounted $ 641,797 $ 422,192
Bills bought 263,992 ' 215,926
U, 5. Securities 315,747 500, 637
Total bills and ,
securities 1,225,236 1,139,342

Under these conditions money rates have become relatively stable at
levels about 1/4 to 1/2 of 1 per cent lower than at the middle of July and sube-
stantially lower than a year ago. The chenges in rates are shown in the followw

ing teble:

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



- e R R e —————

"~ - DECLASSIFIED |
Authority E.D- ‘2356 ‘

Reproduced from the Unclassified / Declassified Holdings of the National Archives

Money Rates at New York

Sopte 20 July 15 Qcts 17
1926 1927 1927
Call woney *5.5 1/2 *4 *4
Time noney = 90 day 51/8 41/2 4 3/8
Frime cormercial papor 4 1/2-4 3/4 4 1/4 4
Bills ~ 90 Jday unendorsed 317/8 35/8 31/4
Treasury certificates and notes
maturing December 15 3454 3,03 2,89
" March 15 3;56 3'24‘ 3'08
Feder 11 Reserve Bank of New York
rediscount rate 4 4 3 1/2
Federal Reserve Bank of New York
buyin: rate for 90 day bills 3 3/4 3 3/4 31/4

*Prevailing rate for preceding weok

Conscguconces of Lower Rates

Aside from the domestic movement of funds from New York 16 other
districts, winshenmmess———————et-, tho following changes, related in
some measure to the lower ratc level, have taken place in the money market
situation,

1, Higher Sterlins Exchanr~a, Whereas a year ago sterling exchange

moved steadily downward from carly July until the end of Uctober, ana such a
movernent h.d begun early in July this year, the lower level of interesf rates
prevailing has been an influence toward stronger sterling exchanze, and the
demand rate has moved from a little above $4.85 the middle of July to nearly
4486 3/4 recently, and the cable rate from 4,85 1/2 to $4.87 1/8, ~ <his
notwitnstanding sales of over 12 million pounds of sterling by the Reserve
Benks, This strength in the excheange reflectstihe tendency for funds to move
from New York to London, and some tendency for short and long term financing
to be shifted from London to New York, The rates London banks are now paying
for devosits are about 4 1/4 to 4 1/2 per cent, and are highor rates than those
at which funds can be employed at short notice in the New York money market,

Acceptance credits are now cheaper to obtain in New York then they werc and
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the dollar volume of bills outstonding in this market is as large as ab
any time since 1920, Ster ling long bills are also bought here by our banks
and “"carried" in London after acceptance instead of b»eing discounteds

2, Net Gold Exyorts in September. In every month this ycar up to

September there hed been a net import of gold (if we exclude earmarkings)e
But in Sevtemboer there has at last been a net export riovenent of gold and
zold imports for the m are arrested, A net outzo of about 13
million ;lollars was largely the result of a shipment of 23 nillion to the
argentine, more than offsetting imports of about 10 million from sustralia.
“hile the nrjentine shipment was in the nuture of a special tramsaction, the
relation of excheape rates made it cheaper to purchase this zold in New
York than in London.

So far this yoar all movements of gold (exports, imports, and
earmarking operations) have reculted in a net zain to this country of about
49 mil lion dollars, This is contrary to general views, which are based
on reports that omit earmarked gold held by us. In this connection it is
interest ing to note that in the past three years, 1925, 1926, and 1927,
durins which there has been considerable discussion of our sterilizing gold,
this country has gained as a net result of gold operations only about 18
million doilars of ,0ld, which is less than seasonal movements of single

years at times prior to the war.

3. LGrowth in Speculation, A further and less favorable result of
easier money, and one which was anticipated, has been some stimulation of
stock exchange speculation. There has been a growth of 336 million dollars
since the middle of July in loans to brokers and dealers in New York, ac- “
conpanying an irregular advance in stock prices,

There is no means of knowing beyond question how far this recent

rise in stock prices represents excessive speculation and how far it represents
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a gradual readjustment of values to increased industrial efficiency,
larger profits, higher commpdity p?iges, and a lower basic interest rate
level than for some years'past. It is clear from a study of such re-
laiionships as those of stock yields with bond yields and with money

rates, that the current level of stock market prices is less abnormal o

than a casual inspection of prices alone would suggest. The invest.

ment trust and the growing popularity of common stocks as investments
are factors which may also be changing somewhat the old price and yield
relationships.

4, Growth in Volume of Credit. There has been a considerable

growth in the volume of bank credit, more rapid in fact than took place
' Pt bn Goww 1 A4 i
in either 1925 or 1926." The figures of reportsd member banks in princie

il sl led
pal cities for this year to date, in comparison with the three years
previous, are as follows:

Increase January 1 to October 1 (In Millions)

1924 1925 1926 1927 *
Total loans and invest-
nents 1,571 611 404 911
Commercial loans 275 153 301 23
Loans on stocks and
bonds 440 573 87 333
Investments 856 115 190 554 ¥

* Includes 300 increase in governments, with
biggest change at March tax period,

The increases in these items between the middle of July and the
first of October have beén as follows:

Increase Middle of July to first week of October (In Millions)

1924 1925 1926 1927

Total loans and investments 1,029 485 359 634

Commercial loans 301 360 298 271
Loans on stocks and bonds 209 171 107 321
Investments 519 36 46 42
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Sa Greater Firmness in Commodity Prices. An index of prices of

basic commodities, computed by the New York Reserve Bank, has been tend-
ing generally upward since early in the spring, due almost wholly to ine
creases in agricultural prices, which may be ascribed largely to particu=
lar crop co_nditions but partly to success in marketing surplus production
abroad. The upward movement has been accelerated, however, in the past

O —

two months and the larger index of the Lepartment of Labor, made up from

quotations for over 500 different commodities, also moved upward in July
and August, This index is still, however, a number of points lower than

it was a year ago.
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General Condition of Business

There has been\gg)marked change in the general business outlook,

The general volume of manufacturing prodgction is somewhat lower than a
year ago and lower than it was early this year, a change which is reflected
in a smaller currency demand than last year.. The agricultural situation,
however, bas improved and there are prospects for larger crops than had
been anticipated early in the spring, and an increase in the purchasing
power qf the farm population. The general business outlook is, however,

for»a continued fairly good volume of business activity during the balance

of the year,Ggéggggz_;ither a recession or a boom,™ Many authoritios agree

that increasing domestic competition is affecting profits adversely.

Developments Abroad

The outstending new developments in European money markets are
the increases of the discount rates by fhe Reichsbank from 6 to 7 per cent,
and its Lombard rate from 7 to 8 per cent and but recently of Holland fron
3 1/2 to 4 1/2. Aside from these changes the rates of central banks
abroad have been at the same level as in July., The explanation of the
change of rate by the Reichsbank is its reduced reserve assets, and in
general it illustrates the narrowness of margin within which the banks of
issue of Burope are operating and probably refledts some sirain in meeting
paymenté due to the U, S. The reserves of most European banks of issue
are not adequate generally to undergo any considerable or continued strain
without the necessity for increases in rates. The latest moves emphasize
the importance of this country's maintaining, if possible, a rate relation-
ship with Europe, such that at least the world's new gold output available
for monetary purposes may not be diverted to this country but may flow to

those centers where the reserves are most in need of reinforcement.

Federal Reserve Bank of St. Louis
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The Sterling Position

While our rate reductions, together with a recent increase in
foreign loans placed in this market, a movement by American banks to
accumulate balances in London, and probably some covering of short posi=-
tions in sterling have led to the sharp advance in sterling rates.com-
mented upon earlier, there remains some question as to the position of
sterling for the balance of this year, The movement of co$ton, while
sma._ller than last year, is at much higher prices and the delayed moves
ment has probably not reduced todal dollar requirements. The larger
amount of bills being drawn in dollars than last year, simply dafers
the demand abroad for dollars.

Some of these developments simply defer but do not finally
effect dollar payments. It is hoped that the ultimate demand for
dollars may go over until the period of liquidation and ease of rates

" immediately after January 1lst. In the meantime, however, the committee
.should be prepared to intervene, if necessary, and again accumulate a
London portfolio at the London gold export pbint, or buy gold in London
when offéred for export to New York, In case of such purchases the
committee should consider whether offsetting sales of securities should
not be made in New York just as they were in the spring when gold was
acquired abroad.

The Guilder Position

The holiday delayed cable exchanges which might have enabled us
otherwise to agree with the Nederlandsche Bank upon a plan to avoid their
rate increase or limit it to 1/2 per cent, instead of 1 per cent. This

situation may recur and should be considered by the committee.
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As to Offsetting Gold Movements of the Eguivalent

The experiences of this year have provided a demonstration of the
effectiveness of the policy of offsetting gains and losses of gold through
import, export, or earmarking by purchases or sales of securities. FPur-
chases or sales of gold abroad or of exchange, which have just the same
effect on the market as gold movements

]
indicated by the table on page 2. That table indicates, that whereas the

have been similarly offset, as -

open market account increased from 136 million in May to 375 million in

"October, only 79 million of the purchases were of a nature to affect the

credit situation; the balance represented offsets.

The effect of such offsetting purchases or sales has been to

'prevent disturbance to the credit situation from artificial causes. If

. purchases or sales of this sort are not made promptly, not only will

money rates be affected, sometimes quite sharply, but the borrowings from
the reserve banks will become read justed automatically at times when not
desirable, In the case of imports of gold, unless repayments of loans
are at once made to the reserve banks, loan expansion occurs at once in
the nmarket,

Failure to "offset" a gold import or export {or equivalent earmark
transaction) has the same result as a purchase or a sale of securities when
no gold movement occurs., The same situation arises whenever large transace
tions for foreign banks alter the reserve position, and occasionally when
changes occur in Treasury balances with the Reserve Banks.

It should be understood that these necessary adjustments will be
made from time to time, within reasonable limits and for a round amount, the
members of the committee being consulted by telephone, At times action must
be taken at once, - for example, when a foreign bank desires to sell securi-

ties and earmark gold, or when our own foreign balances are being liquidated

http://fraser.stlouisfed.org/
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as recently,

Sales of Sequrities in January

In addition to any sales of securities which may be necessary
to offset any purchases of foreign exchange, or gold abroad, it will be
necessary to consider whether sales should be made iﬁ January. In case
borrowings at the New York Reserve Benk, and possibly other Reserve
Banks, are not sufficient to absorb the January return flow of currency
and RBSQrve Bank credit, the committee should consider sales of securie

tiGSr'
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Future Prograg

As to speecific cases

The committee should consider the following -

l. The Reserve Banks being prepared to repeat the
operation of buying gold or balances abroad,
if necessary, to prevent gold movement from
lLondon or some other foreign center.

2+ A continuance of the general understanding that
thé committee will undertake to offset by
pﬁrchases and sales of securities any such c
major gold, or equivalent, operations as have é
been offset this year. This would include X
the offsetting of purchases or sales of K

sterling or other foreign currencies.

3» The desirability of sales of securities in January, if
—~
if it appears necessary, to take up slack in the

money market,

As to general policy.

I::g review of the events of the past two months makes it clear \//
that the policies agreed upon in July have so far been successfui,
moere so perhaps than could have been anticipateii] Concerning the future,
the principal questions are -
1, How long will the firmness of sterling and other

European ex¢hanges be maintained, even with

present rate relationships, when the full

seasonal strain for making American purchases

appears?
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2. Will money rates in this country rise later
in ths year with Christmas demands for funds,
so as to disturb the international rate
relationships?

34 Is there likely to be increasing difficulty
for Europe in meeting payments due in the
United States!?

4. Is there likelihood of speculation in stocks
or commodities, using so large an amount of
credit as to congstitute a danger?

Se In view of these possibilities what flexibility
in operations should be given the Open Market

Committee?
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Supplementary Note on Cold Earmarking

Since the preceding pages were written we have received instruct}ons
from a foreign correspondent to earmark 50 million dollars of gold for their ae-
count. This earmé.rking operat ion Hés precisely the same -effect in withdrawing
funds from the money market as the expert of 50 million dollars of gold, or the
sele of 50 million dollars of securifies by the Reserve Systemy In order that
this operation may not disturb the money market and defeat the policy we have
been pursuing, the committee is undertaking to offset these earmarkings by a
purchase of 50 million dollars of securities, so that the net result of the oper=
ation will be to leave the money market unaffected,

This transaection 'illustrates precisely what occurs when gold is ear-
marked. Under the instructions which have been received, 30 million dollars of
the earmarked gold will be paid for by applying the proceeds gf bankers accept~
ances now held for the account of this correspondent, which mature between now
and November 11,- The remaining 20 million will be paid for by funds to be de-~
posited with the New York Reserve Bank by a number of the New York City banks,
wvhich hold balances for the account of this correspondent.

The procedure which we have agreed upon for the earmarking of gold

results in our setting aside gold in the amounts and on the dates indicated below:

GOLD TO_BE EARMARKED FOR FOREIGN CORRESPONDENT

Proceeds To be received
Maturing From New York
Dave Bills Bgr;ks Total

October 25 $10, 000, 000 $ 4,000,000 $14, 000, 000
26 2,000, 000 2, 000, 000
27 2, 000, 000 2, 000, 000
28 R 2, 000, 000 2, 000, 000
N 5, 000, 000 2, 000, 000 7, 000, 000
November 1 e 2, 000, 000 2, 000, 000
2 5, 000, 000 2, 000, 000 7, 000, 000
3 o 2, 000, 000 2,000, 000
4 ' 2, 000, 000 2, 000, 000
Vi 5, 000, 000 5,000, 000
11 5, 000l 000 o - 5, 000, 000
$30, 000, 000 320, 000, 000 $50, 000, 000
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Should eny of the payments from the New York banks be made in
Clearing House funds, it would result in delaying one day the garmarking of
gold,

It will be seen thaf, as the bills held for this correspondent
mature, the market pays to the Federal Reserve Bank the amoqn}fbsI due, and
‘Fhat as these sums are appl_ifed‘to the purchase pf gqld_ and are not re inves‘ted
in the market they will c_onstitutg a loss to the market, reduce the reserves
of the New York City banks, and (;‘n the absence of offsetting operat ions)
force those banks to increase their borrowings at the Federal Reserve Banks,
Payments tq the Reserve Bank by New quk City banks have a precisely similar
res_ult. In order to maintain the present sta‘tus» quo it is necessary, there-
fore, to put 50 milliqn' dollgrs into the market to replace the SO r_nillion
dollars withdrawn by this earmarking operation, Securities are being pur=
chaseﬁ_a 1ittle more slowly than gold is being earmarked and thus a daily
test is made of market conditions,

At present the New York City banks owe the Federal Reserve Bank
of New York about 90 million dollars, and this amount of borrowing will
normally be increased somewhat as Christmas approaches, Any large extended
increase in this borrowing would be followed inevitably by firmer money rates,
and would imperil thg policy which the Reserve System has been following.

Ong other phase o:’(‘ this earmarking operation is worthy of considera-
tion. Exports a;zd imports of gold from and into this country since the be-
g inn ing qf _th is year resg_l‘ted m a net impor’t Qf about 125 million dollars.
If, however, earmarking opergtions are taken into account the net gain to

the market through imports will, after the completion of this transaction,
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have been entirely offset by losses through the eatfrflarking of' gold, Thus the
actual facts as to gold movements are quite contrary to the general belief
based upon the published figures »for_gold equrts_ a-n.dmimpo_rtsn_»”

The same th ing 19 true if we go back a .few_ yearse Since fthe autumn
of 1924 the figures for gold imports and exports indicate a net movement to
this country of about 100 million dollars, gmd it is thg common impression that
in the past three years we have been absorbing and sterilizing the yqr_ld“s
80_16._ When earmark ings are taken into consideration, however, t};eupast three
years (including this current transaction) show a net loss of 50,000,000 of
gold rather thén a net Hga»in'.

In view of the important influence of gold _{noyemgnts upon money con-
ditions, and the somewhat misleading character of s_tatémenjt_s which are now
made publie, it is bel ieved that_we shou‘ld» con_side‘rwsqme_ xveelqy statemen‘c as
to gold held_ under _éamark. It is true' thgt figures given ouf; once a _month

by the Pepartment of Commerce for the stock of gold in the United States do L

make ‘allowanCe for earmarking, but these figures are published only once a

month and some time after the event, The publishing of weekly figures for
gold earmark ings would correct possible erroneous impressions and aid in a

general public understanding of Federal Reserve policies,
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FEDERAL RESERVE
OF ATLANTA
OFFICE OF R
Cmarmaax ox TEE 5 September 3, 1927.

FEDERAL RESERVE AGENT

Hone. D+ R criSSj.nger,
Federal Reserve Board,
Washington, D. C.

Dear Governor Crissinger: s . N S T = S bio ot
e fReq 3T b A

d'?"“ - vk
At thegregular meeting of our Board
of Directors held on August 12th, Governor Wellborn pre-
sented a copy of the minutesiof meeting of the Open Market
Investment Committee, held with the Federal Reserve Board

on July 27th, together with report of the Chairman of the

Open Market Investment Cormittee; alli of which you trans-
mitted with your letter of July 27t for the confidential
information of our Board.

I was requested to express to the
Pederal Reserve Board the appreciation of our directors for
the iInformation contained in the cormmmications, and to re-
quest, 1f consistent, that future reports of the Open Market
Investment Committee be furnished by the Federal Reserve Board,
when available, for the confidential information of the direc-
tors of this bank. '

Very truly yours,

. Chairmane

fuo aBtie /”

|
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August 9, 1927,

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

Dear Governor Crissinger:

Your letter of July 27t!_1_,§addressed jointly
t0 Governor Seay and me, osing certain informa-

tion for confidential presentation to our Board, was
received during my absence on an inspection tour of
certain branch banks. This is to advise you that your
letter and its enclosures will be confidentially present-
ed to our Board at our meeting day after tomorrow.

Very truly yours,

m. W. Hoxton,
Chairman of the Board
and Federal Reserve Agent
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FEDERAL RESERVE BANK

G SN

OF NEW YORK

July 28, 1927.

My deay Governor Crissinger: 4

This will serve to acknowledge your favor of Julv 27 { Z
e K«;,{
7/ / :

of the meeting held in Washington on July 27. This report was f?ﬁx wt ﬁ

e,
o

e

enclosing for our confidential informztion copy of the minutes| Y
e
read to our directore at their meeting to-day, and I may say gave
much satisfaction.

We all feel that it was a most enjoyable and constructive
meeting, and that the action tsken was greatly in the interest of
the System and of the country.

Very truly yours,

Benj. Strong
Governor

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

BS/RAH
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FEDERAL RESERVE BANK

OF RICHMOND

July 28, 1927,

Dear Governor Crissinger:

: We are inreceip
of your confidential letter of the 27th
addressed to myself and Mr. Hoxton, Chair-

man, Jointly, accompanied by a copy of the
report of the Open Market Investment Committee,
the contents of which will be communicated to
our directors at their next monthly meeting.

Very truly yours,

GIS-CCP

Hon. D. R. Crissinger, Governor,
Federal Reserve Board, -
Washington, D. C.
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e WASHINGTON
'T'he telegram given below is hereby confirmed. . -
2—0454
GPO

July 28, 1927

Balley
Kansas City

Meeting disclosed that all favored action in New York and all governors
present except Chicago propose to recommend similar action at their next
board meeting with hope of favorable action as constituting a systen policy.
0f course members present could not pledge their boards of directors but
propose to recommend It. Wired you last night to call will glve you details
by phene T '

~__ )
, Telegion ot filaa

CRISSINGER

(4
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July 37, 192%

SOREIRRNRIAL..

@
Gentlenent | 9.2 7.2
Thare is onolosed herevith foy
your information and for coafidential pre-
semtation %0 the Joard of Direnstors of your
bank, & oopy of the mizutes of a meeting ef
the Open % Investment Qomnittes held
today with the Federal Reserve Noard, toge-
ey with copy of the repers of {8 (Mairwea
of the Open Market luvestasnt Committes, ro-
forred %0 thareia.

Yory Sruly yours,

D. R. Grissinger,
Governor.

. ¥, P. @. Rarding, Governoy,
Mr. 7. B. Cartiss, Chairamx,
Podaral Resarve Baak,

Jaston, Mase.
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Geatlement Uatp)

Theres is molosed !}n«ﬂh fox
your iaformation and for confldeatial pre-
sentation t0 the Dowrd of Disectors of your
bank, & oopy of the sminutes of & woeting of
She Open arked Invediment Jommittes held
Soday with the Jederal Reserve Board, toge~
thear with gopy of Lhs report of the hairmm
of the Open larket Investinmant Commitise, Yoo
ferred %0 tharein.

VYery truly yours,

D- ’o M"i““t
Gavernor.

Mr. Denj. Btyong, Goveraer,

Ne, Gutes V. Nalarrad, Oheirwen,
Pedersl Rensyve Bank,

Bow York Qlay, X. Y.

‘ . 7/%// V)
Digitized for FRASER ‘ ) (
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Gentlemans G- ,

Thers is enclceed Nerewith for
yoar informmtion and for eonfidential nre~
sentation to \he Bard of Divecters of your
nk, 8 aory of the mimites (f s meoting of
the Opren Markes InvedGREHt Committee |
Yoday with the Federal Reserw Board, tgs-
Sher with sepy of 2o repars of the Mairme
of the Open Maricet Investment Commitise, ree
ferred % therein,

Yery tmly yours,

D. R Crissinger,
Governer

L

Mr. @. V. Borris, Governor,

Mr. B ke Mustin, Ghatrwma,

Fodoral Reneyve Jank,

Philstalphis; Pa. N

-

i
1
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July 37, 1927

Oeatlommnt A

There s enclased Aerewiih for
gour informstion and for qoofideadial pre-
sentation 42 the Board of Directere of your
bank, 8 @py of the migutes of & weeding of
the Open Maricet Invedioent Ocowittes held
today with the Tedorsl Beserve Boerd, Hoge~
ther with copy of the rveport ef the Ohalrman
of tbe Open Marked Investment Committee, ro-
ferred V0 therein.

Yory tmaly yours,

D. R. Grinsinger,
Governar.

Mr. . R. Ponoher, Sovernor,
¥, Goo. Dolamp, Uheirman,
Todayal Roserve Dk,
Cievelaad; Chie.
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July 77, 1927.

Gentlemen! St
There is meloesd ) b foy

youy iaformation and for dential pre=
santation W the Joard of oteys of your
bank, a atoy of the aimtes of & meeting of
the Open Meried Xaveitwent Comeittes held
soday with the Pedaral Resorve Board, toge-
thop with covy of the repart of the Jhelrusm
of the Open Markey Investesnt Qommities, re-
foyred o tharein. '

Yoxy tmly yours,

D. R. Grissinger,
Sovernoy,

Y2
Nr. 8es. J. Seay, Sovernor, — %% Awne )28/
Mp, u. V. Hoxton, Qhairmee, —See auwo #5577
Fadarsl Reserve Benk,
RMetmond, Va. L

=

1
:
|
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ectors of your
of » meeting of
Gnrmi ttee Inid

todey with She Fodersl Reserve Boayd, toge~
they with gsopy of the revert of the (bairme
of the Open Mexitet Investment Coomittee; re-

farred %0 thevein.

Yery tmuly mu,

"0 'o ’5 m}.MQ QO.

D. R Qrissinger,
Governer.

Mr. Osgar Werton, Ghaipwen, — St s 7/5/7'7

Yotaral Reseyve Benmk,
‘tMQQQ Gﬂ.
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0 f_\.- v._;:\
Gontiomen: | l}“ \

Thare is encloned horewilh KT
oy information and 2or eonfidantisl pre-
santasion to the Moard of Birectors of yur
bank, a ey of the migales/ of & meeting af
the Cpem ieried Iu Comel t1e0 Dold
today with the Pederal Reserve Joswd, togo-
shaxy with of She yspork of the Chalirman
of the Cpsu % Iuvestamt Comeiites, re~
ferved o thoreis.

Yery tauly youure,

. B. Cetselinger,
Qevernor.

Mir. 4. B. Udougel, Jowersor,
Nee %o b Beatl, Ohalmmen,
Yotioral Reserve Rank,

Ok suge, 11lincis,.
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i1y 27, 1937

A
Sentlemeni “ \;\\ !

Thero Ld enclosed Noravith for
Four information and for gonfidensial pre-
seniatian to tie Board of Divectears of your
bank, a eony of the mimites/ef » meoting of
the Open Morkes Iavesimen wttes hald
todey with the Yedorsl kesexve Boerd, togae
toar with copys of the report of the Chaipoen
of tihe Opos Merims Igvestwent Ocammlttes, row
{arred %o thareix.

YVery xuly yours,

B R 1%‘1“"!
Govornar.

Nr. D. C. Bigge, Qovernor,

Kre ¥m, 8oC. Mordin, Coeirmey,
Feieral Reserve Bamk,
B, lovds, Ve,
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July 37, 1927

Gentlemeni R

There is enclosed herewith for

information and for oconfidential pre~
sentation to the Board ef Directors ef your
benk, & vopy of the minmtes: of & meeting of
the Open Marisd Investment Comaittee held
today with the Federal Reserve Board, ®go~
they with oopy of the report of the Chalirman
of the Opsn larket Investaent Committes, re-
ferred % therein.

Yery truly yours,

P. R, Criseinger,
Governor.

Mr. R. A. Toung, Governor,
. J. R I&!eh.ll. Chalronn ,
Tedsral Reserve Bank
Minneapolis, Minn. -
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Jaly 37, 1927

f ”."
Gentlemen) Y R

Thers 0 enclosed th far
your iaformation and for confidential pre-
sentation to the Board of Dirsctors of your
hank, & aopy of the mimites of a meesing of
the Open Market Investaént Oommittes hold
today with the Yedersl Reserve Board, toge-
ther widh sopy of the repors of the Chalroen
of the Opem Martes Investami Committes, re~
forred % thereln.

D. R. Crissipger,
Goveraoy.

Mp. W, J. Balley, Governor,
r. M, L. ¥oQlure, Chaliyuen,
Poderal Reseyve Boak,

Kansas Qity, Mo.
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duly 27, 1827,
SOREIREREXIAL,.
Gentlonent g 7!;'”! -
here is enclesed % for
your informmtion st for mtial pre-
sentation 4o the Beard of Directors of your
bank, & sopy of $he minutes of & mesting of

ths Open Narket Investmsnt Coomittes held
Soday with the Federal Reserve Board, tage-
ther with copy of the report of the Chairamp
of the Open Investamnt Committes, ro-
forred % Adereis.

Yory traly yoars,

D. R. QGrissinger,
Sovernor.

Mr. Lynn P, Talley, Governor,
M, C. Cu Yalsh, Chairmsn,
Pederal Reserve Dank,

Dalles, Texas.
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July 27, 1927

Gentlomen:

,1-27-27

There is snclosed herawith for

your informstion and for confidential pre~
sentation to the Boerd of Directors of your
bank, & gopy of the mimutes of a meeting of
the Open Market Inves tment Comndttes held
today with the Federsl Reserve Board, toge-
ther with copy of the report of the Chalrsmn
¢f the Cpen Murket Investment Conmittee, reo-
rerred to thersin,

Yery tmaly yours,

D, R. Crissinger,
Governor.

Mr. J. U, Celkins, Governor,
Mr, lasac B, Jewton, Chairman,
Federel Reserve Bmk,

San Francisco, Calif.
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323 -2

CONFIDENTIAL July 27, 1927,

PRELIMINARY MEMORANDUM RELATIVE TO OFEN MARKET POLICY

The gold movements of the past two months have illustrated the need for
preparedness on the part of the Federal Reserve System to deal with either gold
exports or imports, which was emphnsized in the Chairman's memor andum discussed at
the last Governors' Conference. This year's gold movements have included the im-
port of 130 million dollars of gold from abroad, the purchase of 62 million dollars
‘broad, the sale of 100 million dollars for earmarking here, and the resale of 0
million abroad, There has thus been an import movement, or its equivalent, of 190
willion dollars aond an export movement, or its equivalent, of 1€0 million dollars.
Fortunately these two movements have iargely offset each other in their influeunce
on the domestic credit situation. Otherwise they might have occasioned embarrass-
ment, These movements were largely unfwnscen ond unicreseesble, although at any
time possible under present conditions.

Recent transactions in the special investment account have been largely
for the purpose o£ dealing with these chaapes in gold. At one time, in May, the
account waé as low as 136 million dollars, and it has now been restored to 265
million dollars. The increase represents largely purchases to offset the ear-
marking of 100 million dollars of gold here, but includes in addition the purchase
of about 30 million dollars of securities under the authority arranged at the timg
of the Governors® Conference. The following figures show the changes from week to
week in the special investment account. It would appear that this portfolio should
be increased from time to time when favorable opportunity offers, if the system is

to be in a position to meet future extraordinary gold movements.
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April 27 = « - =« = $201 millions
May 4 - - - -« 200 "
" ll_____lss "
" 18 ~ = - - = 152 "
" 25 = - - - ~» 188 "
Jung 1 = ~ - - « 222 "
" - J R, 316 n
W15 e = - - -~ 246 "
1 2% v = =~ = = 250 1"
" 29 = - = -« 250 "
July 6 - ~ - - - 250 "
o 13« - « = = 250 [
1 20 - - = =~ = 265 "

A temporary increase in the account in ordinary course may be involved
in replacing 56 million of maturities ih Soptember which includes 30 million taken
over from a foreign account in exchange for Marth certificates. It may be necessary
to take over further amounts of securitics from foreign correspondents.

The Credit Situation

[::;‘A number of important changes have taken place in the domestic and foreign
credit situation since the Govermors' Conference. Those may be summarized as
follows:

1. Money rates abroad have risen vigorously; open market money rates in
London, Berlin, Zurich, and a number of other centers are markedly higher than they
were three months ago. The Reichsbank and the Bank of Austria have raiscd their
discount rates, Open market money rates arec close to or above the bank rate in
London, Berlin, Zurich, Amstordam, end Milan, as shown in an attached table. These
firmer money conditions are undoubtedly exerting continuing pressure upon world trade
and world prices, which is lisble to react unfavorably upon our own trade and prices.

2+ There has been some reduction in business activity in this country,
not serious, but indicating a spirit of great caution in business.

3., There has been some congestion of the bond market, due largely %o
undigested new issues. This situation has been partially corrected.

4. Due largely to reduced industrial payrolls there has been

org/

ederal Reserve Bank of St. Louis
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& slight reduction in the past few weeks in the credit and currency demand, and
total bills and securities of the Reserve System have dipped below one billion
dollars. The New York Reserve Bank gained 50 million last week in transfers from
the interior and New York City member bank borrowing was correspondingly reduced.
5. There is growing ease in money conditions, although some rates are
still slightly higher than a year ago, due probably to a higher discount rate at
the New York Reserve Bank, Current quotations for money are as follows compared

with last year.

A Year Apo July 23, 1927

Call money 4 3 3/4
90-day time money 41/2 4 3/@
Commercial paper 4 4 1/4
90~day bills 3 3/0 31/2
Treasury Issues

Dec. maturity (notes) 3.03 2.87

Mar. " (C of I) 3.31 3.19
Discount Rate N.Y. F.R.B, 31/2 4

The Prospect for Autumn

Normally the approaching seasonal demand for funds mipht be expected to
tighten money conditions somewhat. If this takes pluce it would have the result
(1) of increasing the pressure on world money markets and perhaps forcing up the
Bank of Ensland discount rate, and certain of the Continental discount rates, with
consequent unfavorable reaction upon world trade and prices; (2) of accentuating the
existing tendency towards some reduction in business activity.

If on the other hand steps should be taken whieh would prevent any seasonal
increase in money rates, and tend rather towards somewhat easier money conditions,

the following results might be anticipated:

1, An easing of the pressure upon world money markets, which would react
favorebly upon world trade. The results would be felt pertly through the tendency
for bulances to move in the direction of the highest rate, and partly as lower bill

rates here would attract financing to our bill market which might otherwise g0 %o
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- London and require funds therc.

2., Coming at the crop moving season easier money conditions would tend
to facilitate the marketing of the crops at favorable prices.

3, It would tend to remove any credit pressure which may now be exerted
upon business, and would encourage business enterprise.

4., There would on the other hand be danger that easier money might en-
courage speculation., The spirit of business is so cauticus that it seems doubtful
whether speculative tondencies in business would easily arise, but it is probable
that easier money would stimulate speculation in securities.

If under these circumstances it should seem wise to follow a policy
favoring easier money conditions, the immediate problems would be (1) to localize
the effects of casier money conditions, where they would be most beneficial; and
(2) to prevent excessive specuration or excessive growth in the volume of credifi:]

In this connection the attached table shows the total bills discounted
at Federal Reserve Banks in the 12 districts. The total is nearly 100 million
smaller than it was a year aso =and the decreases in bills discounted exceed 25 per
cent in the New York, Richmond, Minncapolis, Kansas City, and Dallas districts.

Total Bills Discounted by Federal Reserve Banks
- {in millions of dollars)

Week Ended
July 21, 1926 July 20, 1927

Boston 24 32
New York 126 87
Philadelphia 44 42
Cleveland 35 28
Richmond 43 19
Atlenta 44 37
Chicago 56 55
S5t, Louis 35 33
Minneapolis 8 6
Kansas City 17 11
Dallas 18 8
San Francisco 45 45

Total 495 403
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Money Rates in World Markets

Market Rate
Discount Rate

Market Rate
Discount Rate

Market Rate
Discount Rate

Market Rate
Discount Rate

Market Rate
Discount Rate

Market Rate
Discount Rate

Market Rate
Discount Rute

Market Rate
Discount Rate

Bill Rate
Discount Rate

July 1926

4.25
5

4,5
6

May 1927
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I ' TELEGRAM 233 %
o FEDERAL RESERVE SYSTEM LUl g
‘ » (LEASED WIRE SERVICE) i N
RECEIVED AT WASHINGTON, D. C., 37 i i
o
49gn
| 27
gtlouis 94la {EE_E§—~/‘?
Crissinger

Washington
Arranghng to attend meeting in Washington July twenty seventh

as per your letter of the twentieth. S

Biggs
10558

[
\
i
\
]
l
\

.
L
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TELEGRAM

233 -V
FEDERAL RESERVE SYSTEM 4

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.,

69gn

Minneapolis 963s July 28 /727
Crissinger

Washington

Aoknowledging receipt of yoiu' letter July 20 \ma at the same time

aqviaing You that I will be very glad to_ 8it in at the conferende
on July &7. |
Young
1109a

Digitized for FRASER 2-11001 o /70 1/7
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WASHINGZION

July 22, 1927

My dear Mr. Cunningham:

I have yqur letfter from Cresco, dated July 29}
and note what you say aboyt wiring. So far as I can See
at this time, this is only going to talk sbout
rates and I have & vdry dflstinct understending of what you
desire in connection it} the rate question, so that your
written statement, I s%weuld think, is all that would be ne-
cessary. Of course, Governor Strong's standpoint - and he
has developed it through our foreign friends - will be inter-
esting, but the ultimate end will be as to what we can do
with the rates, and in that respect I am sure you feel that
if it were thought necessary to lower, you would be in favor
of it.

Of course, I would like to have you present if
you want to be troubled with the trip, but it seems to me
that If I were in your place and felt about the situation as
you do, and having a clear idea of what is going on &s you
do, I would not trouble myself with an extra trip back. How-
ever, I should like you to have full information and to govern
your conduct accordingly. There will be & quorum of the
Board here without you so that from that standpoint it will
not be necessary for you to return.

I hope you will have a pleasant vacation and am
pleased to learn that the corn crop looks better than you
thovght it would. With my sincere regards, 1 am

Mr. E. H. Cunningham,
Route Wo. 5,
Cresco, Iowa.

Federal Reserve Bank of St. Louis
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July 82, 1927

My dear Mr. Ounningham

I have your letter from (resco, dsted July 20,
and note what you say about viring. Zo far as 1 can see
at this time, this mesting is only going to talk about
rates and I have o very distinct underztanding of what you
desire ia connection with the rate question, ss that your
writton ststement, I should think, is al) thet would be ne~
cegsary. Of oourse, Governor Strong's standpoin$ ~ and he
has daveloped it through ocur fopeign friends « will be inter-
esting, but the nltimate end will be as to what we can do
with the rates, and in thet pesrect I am sure you feal that
ir :t were thought neseseary to lewer, you would be in favor
of 1t.

Of ocurse, I wonld 1ike %0 have you present if
Jou want %o be troubled with the trip, Yut 4t seems to o
that If I were in your place and felt shout the situmtion as
you do, snd having a gloar idea of what is going on as you
do, I would mot troudle myself with an extrea trip back. Howe
ever, I should like you %0 have full information and %o govern
your conduct accordingly. There will be & quorum of the
Board here without you so shat from that atandroimt it will
not be necessary for you to return,

' I hope you will have 2 pleasant vacation and an
pleased to leara that the corn grop looks battsr thaa you
thought it would. ¥ith my sincere regards, I am

Sincerely yours,

D. B, Crissinger,
Governor.

Mr. E. H. Canningham,

Route Yo. 5,
Cresco, Iowa.

9“””"7/ * ’y/ >
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Form 1206-A

CLASS OF SERVICE DESIRED

CASH OR CHG\_

_J No.
" "MEST.C CABLE

y. .cGRAM e | FuLL rate | L

DAY LETTER DEFERRED

CHECK

NIGHT

CABLE Voo ER E
MESSAGE LETTER 3@ "3 -
NIGHT WEEK END . N {
LETTER LETTER

ME FI
Patrons shouldcheckclass of service TIME FILED

desired; otherwise message will be

transmitted as a full-rate ) . /
communieation. NEWCOMB CARLTON, PRESIDENT . J. C, WILLEVER, FIRST VICE-FRE T | -

Send the following message, subject to the terms on back heseof, which are hereby agreed to

Juy 23, 1927
30“ ’v‘b

M. B, H, W
Muse No. §

Gresos, lIowe. Q«”g BV A A
Eatter tonight, Unless you desire %o hear disguseions it now seems it wowld

Bot Be necessary for you %0 returm. If saything develeps by Nondey will wire
again, Letter axplains puspose.

B. R oﬂ..’»w
Official tusiness | | "
m‘ Pederal Reserve Boamd '
Govt yate,

o B / o

Digitized for FRASER
http://fraser.stlouisfed.org/ % 2_7
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FEDERAL RESER{E SYSTEM 333 -:ﬁq____,.

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.,

160gul2
saseity jul 2 1145a |72 7
Governor fCrissinger

Washington

Your wires twontie th,

Am arranging to be Washington Tuesday morning, i
~ Balley
1263p

L

Digitized for FRASER
hittp gy frmaess ssemmgiomioy) o/ 21001
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BOARD »
Date___-ﬂ_ll_!_.iu.}ﬂ_._i
O :
. gtoph.~ SUb]ect _ 2
)\ z 333 =0 >
8%} / P, U /

’ -, é__ _,.m-w"rd / (2)—':(?5

fhis 18 t0 advise you that & meoting of the Beard with the

lMWMW.h.mMId r Sednsaday,
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#0W K 13 COLLECT GVT
YDNB MATTAPOISETT MASS 143P JUL 20 1927
GOVERNOR ORI SSINGER
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22

PO gaks FEDERAL RESERVE BOARD WASHINGTON |
TELEGRANYRECEIVED WILL BE IN WASHINGTON NEXT MONDAY MORNING FOR THE

WEEK
C S HAMLIN

214p

\
]

\
i
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: g . Form 1206A
CLASS OF SERVICE DESIRED NO. CASH OR CHG
“LEGRAM r
DAY LETTER
NIGHT MESSAGE CHECK
NIGHT LETTER
26 The Staas of sonvien depoe: TIME FILED_
OTHERWISE THE MESSAGE . ) s
WIL'IE'UEE_JAR-?EN %'E{‘&;E,?A,ﬁs A NEWCOMB CARLTON, PRESIDENT GEORGE W. E. ATKINS, FIRST VICE-PRESIDENT T
Send the following message, subject to the terms on back hereof, which are hereby agreed to
Wmehington D C July 20 1927
Bow . B, H. Cunninghse Hon. %, Co M4ller fot4nc Fon. Chas, 3. Hemlin
Route Bo., B ©2f Gue Cheteau nke Louise ;"6;/3 Hettaroisott. Uhss.
Creseo  lowa ﬂ/«uﬂ Lake Lonise, 33, att avo 7
. 20
/ Alberta, Cenndas  7/2¢/57 / / 7

Westing Board with Govomors' Committes aalled for July twenty-seventh,
Crissinger

Offinial businese
Ohge Fodeyal Soserve Doard
Dovt pate

Digitized for FRASER
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:

I hmce wrltlon Gormuars Trang,

Blggr wnl Bolley from the agriculingael Wb,

tng tham o La srazsal at s meeltling

an July 27, lasviog 1% sptisaal - th taem.

Mr.

Yory traly yours,

D, t:- Gristimr.
Sovreraer.

W‘ 'M"' Goverynor,

Fedaral Ressrve Rank,
Now Yorx, X, Y.

¥ Yoo dettiea 1-20727
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TELEGRAM

FEDERAL RESERVE SYSTEM 333 ~f

(LEASED WIRE SERVICE)

140gu ¢

Stlonis L;PO). J 0. 80 //‘3 7
RECEIVED AT WASHINGTON, D. C..
Crissinger
Washington
Will be present at meeting in Washington on July twenty seventﬁ.
'Plghning to sail from Newyork on thirty first with a party of
friends on the Aquitanis %to be abroad only one wesk, Wish you
would arrange to join us,
DC B‘iggs
1240p
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My Deay Gevernor:

I hova galled s meeting of tha Open
Maritet Cormlittes Tor Tednacdsy, Mly 27, %o be Mid
ia the Board room in Waordopton. 14 48 ennoated
that =12 af ths mebors of $ Qo Barket Gosdttee
will Be Nove,

1 am {nviting yov te he present af
this reoting and home thet 1t w111 B¢ convedimi snd
agresedle for you to ctitend, Thare arw sone mntters
of brond neligy whieh are 2 be dlscusnsd. OF aomree,
Wais 48 pot en onder for you So come, dat {0 3
wanld mioy sitting in at thi:= meoting, I 4 de
greally pleased % have you.

Upon rooeipt of tals letter, kindly
wire me vheilher or wed you intend %o gome.

Yery Ssuly youss,

D. R. Grissinger,
Gowmraer.

. D. C. Bigge, Ooveraoy,
Podayal Resarve Bank,
.'i w' s.

Are O 7/ ks 7’/ 7
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' POY 178 ¢

TELEGRAM Y

FEDERAL RESERVE BOARD
LEASED WIRE SERVICE
WASHINGTON 25t

Jaly 20, 1927

Blags
5t. Louls
Inviting you to be procemt at mesting ia “ashingten
o July 27, letier following.
| CRISS TIOER

aue G 7/ ?"J‘/ 1,,,'?
ASH s 7'2 & / w7
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My Dear Governcr:

I huve oslled 8 menting of the Upeni
Market Qomalttes for Yednusday, July 37, to Le held
in the Board raocnm in Weshingten, It §s exvectsd
that all of tha nembore of She Nwmep Veriet Comaltiee
#111 B2 hars,

T an Lnviting yor S0 bo present af
thi= nating snd hone that 1t will be eonvniesst and
agfasahle for ¥you %2 attand. %here are soms metters
of troed poliey wilok are 0 Ve dlaguessed.’ OF course,
this 4is no% an erder for you 0 come, Wt if you
would anjey sitsing 1a a% this meeting, I would be
greatly pleased 0 have yuu.

Upon yeosipt of this letter, kindly
wire ne wiether s? not you intend 1o come.

Yery tmly yours,

D. R. Crissinger,
Governor.

Wr. R, A. Toung, Governor,
Todoral Meserve Jonk,
Minnsapelis, Mina.

ARe. Qme 777//7‘7
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Y «t
For 148
TELEGRAM
FEDERAL RESERVE BOARD
LEASED WIRE SERVICE
WASHINGTON a6 )
aro 5 »-‘::..HGV
July 20, 1937

Young
Minnempolis

Iavising you e do pre-snd ag sseling in Yashington
oa July 27. Letter following.

CRISSINGER

ALl O 7/"’7’/7'7
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Ny 30, 1507,

iy Doar Govoroor:

I heo ca‘il'a& & meoting of the ODpen
¥adied Comalices fc,.. urda_, , Gy 27, %0 be beld
In €12 Doard ook Lo Teablaglon. I6 ln cvpested
that o1 of the membsry of ths me L&ﬁﬂn Coumzi t tae
ﬂdl. ba Rore,

T omn lmvitlmg you U e nrasond ak
this aeeblng and hope that 1t vill be convenient and
agrosable far you t0 sttend. There are Some maiters
of broad policy which are to be clsmssed. Of gourse,
thls 46 30t an order for you %0 coe, m-. if you
would sajoy sitting in s this mesting, I would be
groatly pleased to have you.

Upon reosipd of this letter, kindly
wire me wheider or mot you intend to soow.

Yory sruly pours,

¢
;
:
4
3
\

PR

D R Crissinger,
Goveraor.

My, ¥. J. Bailey, Gavemmoy,
5 Poloral Reserve Bank,
. Ksnsas Qigy, Mo.

Digitized for, FRASER
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Porm 148

TELEGRAM
FEDERAL RESERVE BOARD 333 4.0~
LEASED WIRE SERVICE )
WASHINGTON 20454
Ry 20, 1927
Beiley

Kansas City
It say be desiredle for you te be hare Tassday morning so 1f desired
Jou ¢aa nhnbmku‘mﬂumm.

| CRISSINGER,

ALl Co ‘7/)//'1/7
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TELEGRAM
FEDERAL RESERVE BOARD

LEASED WIRE SERVICE

WASHINGTON 2—9454
GPO

July 20, 1927

Boiley
Rancas Oity
Inviting you %0 bo nresent ot meeting in Yashington
on July %. Lettor following.
RIS IR

AL Ao ’;/'\4/77
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July 20, 1927.

% would suggezt Wednoeday, July
37, an a sropar dnte Tor the Oneg NMerkel

| Gomrdtiee. 1§ do not knem how mamy ‘
| of Wie Pnard w111 de hapa, Wt I delleve
Br. Piatt w111 Dave retiurned by Ahat tiwe,
snd, 1€ nepgesary, wa cen hawe Me. Bmlis

wvan Sovn fyos Boeton. . Sames snd I wil)

e harve,

nenbers

, Yery tyuly goure,

P R Wiw »
Severar

M. denjd. .M«; Sevarnoy,
Bow MQ X Y.

e o 18]+
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FEDERAL RESERVE BANK

OF NEW YORK

July 19, 1927.

My dear Governor Crissinger:

After a good deal of reflection I am hesitating a good deal
about making a trip west. It would be most fatiguing during the hot
weather and, as you realize, there is alwsys some poesibility of & mis-
understsnding and other unfavorable reactions.

The action taken by the Board on the recommendations of the
Open Market Investment Committee made in May suggests the need for a
meeting of the committee the latter part of this month, and I am wonder-
ing whether this may not be a substitute for our trip. Would you advise
me in reply on what date we could expect to find the members of the Board
available in Washington for & discussion toward the very end of this
month and I will communicate with the members of the committee to see
whether & meeting cen be arranged.

Things are very quiet here. Money has shown an easing tendency
and we are now making no further purchases beyond the $15,000,000 already
reported.

Very truly yours,

Benj. Strong
Governor

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

- e ams V70[3T

ederal Reserve Bank of St. Louis . - .. ‘e
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FEDERAL, RESERVE

Office Correspo.mex e Dae oy 27, 15,

To _.All Membérs of the Board Subject: | 333~ él Y
From Mr. Bddy ‘,

28405
GPpNn
M‘ the meeting this morning, there was ordered circulated the attached

1etter dated May 24th\ from the Secretary of the Governors! Conference trans-
‘mitting copy of the mimu of the meeting of the Open Market Investment
Committee held in Washin on May 9th, llth a.nd 12th.

-¢/2? P—u 33 3 ?’M\qtf‘ 35 '«uuftm

vemor Crissinger

. Platt

Mr. Bamlin

wro Miller

. James .
Cunningham

r.
Mr. McIntoshl/

Please circulate promptly and return to Secretary's office,
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May 27, 1927,

Deayr Mr, Harrisoni

Receipt 1s acknowledged of (333,

letter of May 24th, addressed to Governor 57/9/27 6‘ d Pt
ssinger, enclosing copy of the mimutes of the F o
maotings of the Open Market Investmént Committee,

held in Washington on May 9th, 11lth, and 1l3th,

Yery truly vours,

Walter L. ®dy,
Sacretary,

Mr, Ooo. L. "arrison, Deputy Governor,
Tederal Regerve Banlk,
N.' Y‘!‘k. Hu Y.
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{
i
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FEDERAL RESERVE BANK

OF NEw YORK

s
A i

May ‘24, 1927
CONFIDENTIAL

Dear Governor Crissinger:
1 am enclosing herewith for your confidentisel
information & copy of the mlnufes of the meetings held . ‘
ﬁ?zu‘hm 332, d e i T
by the Open Market Investment Committee Washlngton on
May 94 May 11, and May 12. I am also enclosing a copy
of the preliminary memorandum relative to open market
policy, which was submitted to the Governors Conference

in connection with the report of the coumittee.

Very tfuly yours, ;

Secretary, Governors Gonference

Honorable U. R. Grissinger,
Governor, f'ederal Heserve Board,
Waghington, b. C.

Encls. A i s T

. r'e
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The ﬁ'pm barket Camities, after considering the attashed

ummr&x&; and efter dissussion with the Federal Reserve teard, sub-

zile the fellewing resccsercations of poliey for the pericd onding
Augnst 1 mta

E(l) That no furtker sales of iyste: sssurities be =made in
ordar to offuet arrivels ai gold fram ebromd sow kuew: er antioipsted,

(2} That it simll be thw polisy of the eoemitise hetween now

and sugust 1 next, gradusliy to ssquire, Af possible o 4o so witheat
undus effect upon the money markei, suffiofent additiovel short-tise
government ohlizatians Lo Bring the total of the sormittee’s investe
ment saeount up Lo 250,000,000, In interpreting the expressiom
“undus effesl upon the mmey smariet,” the cammittes would expeet to
keop in »in? any ehanges which wight @mr in the general level of
songy ratss, as well as the extent te whieh thess jurchasss might
effect & redustion in the sawmunt of barresinge by mesber oarks,

— “hile this pelliey is net direeted tomerdg bri.n;me; about o
redustion in diumm rates by any Federsl ressrve hark, ner is that
funediately sntinl nted, 1t ie recegnised tist sos lowerin; of
sarket rates for aoney might neverthaless justify sueh a reductios
later in the yesr, sepeciaily mt the jrirofjm]l firencial eenters,

The recomm-dation in ;ara(g;nﬁz two $a also zade after sonsidera~
Lion of the faet thol sonewhat lower intersst rates ardinarily

operate Lo ohwek gold imporie} in faet, that was one of the offeots

of puretasss of asourities nade in xmj /&C M
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™he coaamittes further expests Lo cemtinme stuldiss of theee ?
wsthods ot sut in the Frelininry semeparndwns by which inereasse in \
the systen's pertfelie night be drouwght about without ineressing the

ansnt of Yedoral reserve eredit in the market, It sxpeets te dis-
suss with the Treasury Lspartsent thoss methods with whish the Treas-
ury is sonserned, enl requesta that the Federal Ressrve :eard give
sonaiferation Lo these jarticular items, sush ad reserves ea time do-
pesits, whish relats te the regulations of the Yederal ieserve Baard,
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PRELININARY mommm.z" RELATIVE TQ OPEN MARKET POLICY

‘( The principal transactions in the Special Investment Account since
the last Governors Conference were reviewed in the chairman's report to the
committee on March 21, and copies of this report were sent to all Governors.
In accordance with the action taken at tiaat meeting, g@w
dollars of securities were made in the market to replace March 15 maturities,

and the Special Investment Account was thus restored to 200 million dollars,

vhich is approximately the same amount as has been maintained for the past

two years., Recent transactions resulting‘from large purchases of gold,

S

are described hereafter.

General Credit Situation

For many months tusiness has been active and has continued to

——

maintain, and in some directions even to exceed, the rate ot_‘ production
and consumption of immediately preceding years, although a number of re-
cent developments have been of a character which might have had a wide-
spread unfavorable effect had the general business and financial situ-
ation not been fundamentally sound. These developments are, of course,
the extensive floods in the lower iississippl Valley, some overproduction
and price declines in the oil industry, disturbing financial developments
in Japan, reduced production and consequently reduced working time for
labor in two or three large automobile concerns, and not so recently the
collapse of a number of real estate and builtiing speculations and of one
or two large installment finance companies.

The total volume of credit in use, estimated from the reports
of the reporting member banks, is now about a billion and a half dollars

larger than a year ago. The considerable expansion of the last two

http://fraser.stlouisfed.org/ B % M£ E ! !‘ 3 3 33‘ —“ﬁ_'
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."' months has teen distributed between increases in commercial loans, security
&i loans and investments. On the other hand, the total amount of credit ex-
tended by_the Reserve banks is about one hundred million dollars less
than this time last year. As the net gold imports (excluding the move-
ment now under way) within this period were about 105 millions, the re-
duction of Reserve bank credit has about offset gold imports.

The figures for leserve System earning assets are as follows:

(in millione)

spril 27,1927 April 28,1926.
Bills discounted - - = - - = = = -~ - - - 444 514
3ills bought in open market - - -~ - ~ - - 242 199
U. S. Securities = =« =~ - - - -« - -~ 318 - 389
Total bills and securities - - - - - - - 1006 . 1114

While total discounts at;the<Reserve banks are smaller than a year
PR  ago, the difference is largely due to reduced borrowings by country banks
W as reporting bvanks in principal centers are borrowing nearly as much as
tﬁey did a year ago. Money rates are about 1/2 per cent. above this
time last year, as shown by the following pable, The preqent tendency
is fof higher rates than last year. For example, time money is 3/8 higher
- than last year, 90-day bills are 1/2 higher, and Treasury certificates and

notes show an even larger increase. The New York discount rate is 1/2 per

cent. higher. ( Mﬂwmw

v

//,,———”””""‘**~—~W*~WWMWEOney rates at New York

April 28, 1927  4pril 28, 1926

et
—————.

Call money I N R * 4 * 31/2
Time money —~ 90-day - = = = = = = = = = - = 4 3/8 4
Prime commercial paper - - - - - - - - - - 4-4 1/4 441/4
Bills - 90-day unendorsed - - - - = - - - = 3 5/8 3 1/8
Treasury certificates and notes - ‘
maturing June 15 - - - ~ - - - - - 3.46 2.51
, maturing September 15 - - - - - - 3.51 3.07
{?j Federal Reserve Bank of New York -
' rediscount rate - - - ~ ~ - - - = 4 31/2
Federal Reserve Bank of New York -
buying rate for 90-dsy bills - - - 3 3/4 3 1/2
gﬂPrevailing rate for preceding week,
S —
Digitized for FRASER T e
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A review of the general credit situation, of rates and busincss,
brings out the following striking facts:

(1) That the general level of intercst rates in Yew Yorlk, where
changes of rates generally originate, is about 1/2 of one per cext, avove
last year, the discount rate of the Federal reserve bank also being 1/2

of one ver cent. higher.

(2) The amount of bank credit employed for conducting the coumtry's

business, at a volume certainly much above the average of the last few years,

is only $1,500,000,000 above what it was lact year.

(3) While irregularly distributed btetween the classes of goods,
the general level of commodity prices has experienced a considerable fall,
and over the greater part of tho wagt year the decline in prices has been
in both ggricultural and non-agricultural commodities., Considering the
reluctance of member banks to borrow from the Reserve banks, coupled with
the considerable decline in interest rates which is occurring in Europe,
the question is raised as to whether the somerhat greater restraint now
beiag annlied to the extension of credit at the money center (Yew York),
coupled with the reduction of the total of the oncn market investment ac-

count over the past 18 months or two years from $500,000,000 to less than

$200,000,000, has not gradually had the effect of exercising some nrcssure,

imperceptible in any chaii.e over a short period, but now becoming asnarent

winen examined as to its sffects over a longer period.

Gold Movements

Between January 1 and May 1 of this year, gold imports into the

United States have amounted to about $110,000,000, including $8,000,000 from

Japan, and exports during the samne period were $26,000,000. XNet imports

during this period were thorefore $84,000,000. Inasmuch as approximately

$14,000,000 of the gold exported was gold which had been earmarked before

http://fraser.stlouisfed.org/
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the period under discussion, about $%8,000,000 was the net amouwnt added to
the monetary gcld supply of the country during the first four months of the
year. This gold movement, together with the imports of 1926, account large-
ly for the fact that the System's earning assets show a decline during the
past year, in spite of an increase of some billion and a half dollars in bank
credit.

Entirely apart from the movement of gold referred to above, there
have been some significant developments since May 1, not included in the above
figures. During the last part of April, the Bank of France recovered approx-
imately §90,000,000 of gold from the Bank of England by the repayment of its
credit to the Bank of England. Of this 320,000,000, $12,000,000 arrived in
New York last week, $18,000,000 is still on the water, and $80,000,000 was
purchased by the Federal Reserve Bank of New York on lay 6 and is now held
by the Bank of England under earmark for account of the New York banlX. In
addition to this Bank of France gold, $2,500,000 has recently been imported
from Australia, and another §$2,500,000 more is now on the water from Austra-
lia and expected to arrive in this country thais week.

A somewhat disturbing factor arose in the probatility of the
importation and sale to the Federal Reserve Bank of New Yorik of the
$90,000,000 of gold, negotiations for the purchase of which had been
concluded by one of the New York member banks from the Bank of France.

It was learned that space had been reserved on the steamers and arrange-
ments had been made for shipping the entire amount of gold; in fact, one
shipment was about to arrive in New York, and others were being loaded.
In view of this situation, after consulting with all the members of the
Open Market Investment Committee and with the Federal Reserve Board by
telephone, it was arranged to purchase from the Bank of France all of the

gold - nearly $60,000,000 - which had not been shijved, and to sell the

http://fraser.stlouisfed.org/
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T~ Bank of France a like amunt of the September maturity of certificates of
/  indebtedness held in the Open Market I[nvestment account. By this arrange-

ment, tﬁe money market status remained unchanged, except as to the gold
which had already been shippsd, leaving the committee in position to deter-
mine later at its meeting whether these securities should be replaced or
not. Securities were sold to offset $9,000,000 of the $12,000,000 already
arrived, but no arrangements have been made for sales to offset the balance
of the gold which will arrive from London and from Australia, amounting in
all to about $20,000,000. With the sale already made and further sales,
if made to offset further gold arrivals, the securities remaining in the
Svstem's portfolio account will be a little over $100,000,000, too small
an amount to afford security against possible future developments. This
will be appreciated, for example, if the $90,000,000 now purchased had
arrived at a time when we had no portfolio of government securities avail-
able. It is clear, therefore, that the committee must from now on give

\ —— — —

careful attentlon)to meetlng thls gold problem, either by increasing its

portfollo in anticipation of future developments, or by adopting other ;*é
measures. The method of doing so should be determined with regard to

whether the time has or has not arrived when the Federal Reserve System

can afford to put new funds in the market, the effect of which would be

to reduce the borrowings of member banks, principally in New York, and
possibly to reduce the System's holdings of bills. There are various
possibilities for dealing with the gold problem as a whole which have

never heretofore been discussed in the committee's report and which are

now submitted simply for discussion. Nomne of theﬁ are recommended at

this time, but are intended simply as a summary of all possibilities.

They are:
(1) The committee could replace the securities sold to the Bank

of France. The immediate effect would be to reduce the amount of member
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bank borrowings in New York, which are now runainz on the average at from
$100,000,000 to $150,000,000.

(2) Trose Federal reserve banks whi~zn have considerablé holdings of
long time bonds could dispose oi those bonds, realize their profit and repurchase

through the commnittee as a vart of the committee's account, an equivalent amount

Fa)

of short time securities. These, with other short term government securities
owaned by individual Reserve banks, could be added to the System holdings without
reducing the total earning assets of the individual Reserve banks, and thus in-
“ease the committee's account to over $200,000,000.

(3) Arrangements might be made with the Secretary of the Treasury for
«cnewhat increasing balances carried with the Federal reserve banks, and reducing
the amount carried with special depository banks.

(4) Some or all of the $75,000,000 of 2 per cent. Panama Canal bonds
could be called and the national bank notes issued against them retired. Fur-
ther purchases of the 2 per cent. Consols of 1930 could be made in anticipation
of their possible retirement in 1930, as contemplated by the Secretary of the
Treasury in his report of 1924,

(5) By gradual stages, or all at once, the time schedule of the Par
Collection System could be adjusted so as to increase the volume of uncoliected
checks and correspondingly reduce the reserve of members.

(6) Plans could be undertaken for retiring the greembacks, which
aowever would require legislation.

(7) TFurther amounts of the capital of the Federal reserve banks could
be called.

(8) The reclassification of reserve cities could be gradually under—
taken so as to increase reserve roquircments,

(9) A readjustment of the relations of the Reserve banks to the

market for gold could be effected if the Secretary of the Treasury saw fit
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as authorized by law, to discontinue paying cash up to 98 per cent. of the

value of imported gold, thus throwing the market for gold entirely upon
the Federal reserve banks and enabling them to reduce the gold point for
imported gold by the equivalent of a loss of interest for the period dur-
ing which payment would be delayed. By reason of our Treasury practice,

the United States is today paying the highest price of any world market ?%f”/

for gold.
S (10) The Federal Reserve Board, of course, after adequate study,
could revise the definition of what constitutes a time deposit, tlms rais-
ing the reserve requirements. This is probably justified by the fact that
something like 60 per cent. of the increase in bank deposits in the United
States over the past ten years consists of that class of aeposits which re-
quire,only 3 per cent. reserve.

(11) A revision of the regulations of the Federal Reserve Board
in relation to the maintenance of.reserves, by averaging reserves for a
period of a week in Federal reserve bank cities, and two weeks in the rest
of the country, could have the practical effect of somewhat increasing the
amount which member banks must borrow.

(12) The Federal Reserve Board could revise its ruling relative to
currency in transit, which in effect reduces reserve requirements in those

districts where the ruling is now applied.

The above comprchend most, if not all, of the possible measures

available for dealing with the problem of gold imports in view of our re-
duced portfolio. They are submitted for consideration and study.

The possibility of gold imports must ﬁot be overlooked, and may
indeed be imminent. The underlying causes of such a movement would be:

(1) The continued maintenance of our present level of interest

ttp://fraser.stlouisfed.org/
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rates, somewhat higher than a year ago, in the face of declining interest
rates and reducing bank rates in Europe.

(2) The fact that oyr technical practice in dealing with gold
makes this the best market in which to sell it and one of the most dif-
ficult from which to export it.

(3) The possibility, regarded by some as the probability, that

within the next two years Germany will be forced to ship us large amounts

of gold in order to meet reparation payments in the standard year.

(4) Heavy foreign payments to meet the service on all foreign
loans.

Nor must the possibility be overlooked that conditions may change
rapidly and instead of experiencing a large addition to our gold reserve,
the;'e is indeed a possibility, although more remote, that within the next
few years we may sustain a large loss of gold.

Gold exports from this country can arise from two causes:

(1) The first is the perfectly normal movement resulting from
exchange rates reaching a level at which it is cheaper to make payments
abroad by shipping gold than by buying exchange.

(2) The other, however, can occur irrespective of the gold
shipping point, because of large balances held in this country for account
of foreign governmant.s and foreign banks of issue, which, as in the case
of Germany, may decide to take gold for reserve purposes, irrespective
of the gold point.

No danger need be apprehended as to a norr_nal export of gold, but
we might sustain a large loss of gold under the second category at any
time, and that we are now prepared to deal with successfully because of

the large proportion of such balances held by the Federal reserve bank,
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the export of which could easily be provided for by our purchasing the

securities now held for account of our foreign correspondents. The only

embarrassment likely to occur as a result of such a demand will be due to
the lack of an adequate supply of American gold coin, concerning which
discussion has been had from time to time with the Treasury.

Looking, therefore, to the future, that is, say for the next
three years, the committee is of the opinion that the poliasy of the Fed-
eral Reserve System should be to prepare itself to dsal with either a
large import movement of gold or a large export movement of goid. Any

other position would expose the System to the charge of lack of foresight.

Y

i
i

In view of the many alternatives to be considered, and especially
in view of the fact that whatever may be the policy of the System it will

involve taking a definite position as to the money merket, the eommiltee

prefers to defer any recommendation until after discussion with the Fed-

eral Reserve Board and a definite expression of their views, I' —~J
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The principal transactions in the Special Investment Account since

the last Governors Conference were reviewed in the chairman's report to the

oomi?tee on March 21, and copies of this report were sent to all Governors.
In aceordance with the action taken at that meeting, purchases of 25 million
dollars of securities were made in the market to replace March 15 maturities,
and the Special Investment Account was thus restored.to 200 million dollars, ‘
which is spproximately the same amount as has been maintained for the past A
two y@i. Recent transactions resulting from large purchases of gold,

are described hereafter.

General Credit Situation

for many months business has been active and has continued to

#; and in some directions even to exceed, the rate of production

and co@tim of immediately preceding years, although a number af re- -
cent d&;lommts have been of a character which might have had a wide-
spread unfavorable effect had the general busineas and financial situ~-
ation not been fundamentally sound. These developments are, of course,-
the extensive floo& in the lower Mississippi Valley, some overproduction
and price declines in the oil industry, disturbing financial developments
in Japan, reduced production and consequently reduced worki;lg time for

labor in two or three large automobile concerns, snd not so recently the

collapse of a number of real estate and building speculations and of one Ly

or two large ingtallment finance companies. .

The total volume of credit in use, estimated from the reports

37 of the reporting member banks, is now about a billion and a half dollars i

larger than a year ago., The considerable expansion of the last two ‘
Ii‘£i9itized for FRASER : ' 3 2 a "g‘ l ‘}
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¥ months has been distritbuted between increases in commercial loans, security

loans and investments. On the other hand, the total amount of credit ex-
tended by the Reserve banks is about one hundred million dollars less
than this time last year. As the net gold imports (excluding the move-
ment now under way) within this period were abvout 105 millions, the re-
duction of Reser#e bank credit has about offset gold imports.

The figures for 3eserve System earning assets are as follows:

{in millions)

AQril 27,1927 April 28,1926.
Bills discounted - - - = = = - - = - = = 444 514
Bills bought in open market - - - - - - - : 242 199
U. S. Securities - - -- = = = =« ~ - =~ 318 389
Total bills and securities - =« = - - - - 1006 1114

While total discounts at the Reserve banks are smaller than a year
ago, the difference is largely due to reduced borrowings by country banks
as reporting banks in principal centers are borrowing nearly as nmuch as
they did a year ago. Money rates are about 1/2 per cent. above this
time last year, as shown by the following table. The present tendency
ig for higher rates than last year. For example, time money is 3/8 higher
than lasf year, 90-day bills are 1/2 higher, and Treasury certificates and
notes show an even larger increase. The New York discount rate is 1/2 per
cent, higher.

Yioney rates at New York :
April 28, 1927 April 28, 1926

Call money - - - - - - - -~ - - - - - - x4 * 31/2
Time money - 90-day - = = = = = - - = -~ = = 4 3/8 4
Prime commercial paper -~ - - - - - - - - = 4-4 1/4 441/4
Bills - 90-day unendorsed - ~ - - = = = - = 3 5/8 31/8
Treasury certificates and notes -

maturing June 15 - - - - - - - - - : 3.46 2.51

maturing September 15 -~ - - - - - 3.51 3.07
Federal Reserve Bank of New York - '

redigcount rate - - - - - - - - - 4 31/2
Federal Reserve Bank of New York - .

buying rate for 90-day bills - - - 3 3[4 31/2

o * Prevailing rate for preceding week.
Digitized for FRASER

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

- DECLASSIFIED |

Authority E‘ D. l2356

ol

‘7/’ 34 A review of the general credii situation, of rates énd business,
brings out the following striking facts:

(1) That the general level of interest rates in Yew York, whers
changes of rates generally origzinate, is about 1/2 of one per cent, above
last year, the discount rate of the Federal reserve bank also being 1/2
of one per cent, higher.

(2) The amount of bank credit employed for conducting the country's
business, at a volume certainly much above the average of the last few years,
is only $1,500,000,000 above what it was last year.

(3) While irregularly distributed between the classes of goods,

~ the general level of commodity prices has experienced a considerable fall,
and over the greater part of thc magt year the decline in prices has been
in both agricultural and non-agricultural commodities. Considering the
reluctance of member banks to borrow from the Reserve banks, coupled with
the considerable decline in interest rates which is occurring in Europe,
the question is raised as to whether the somewhat greater restraint now
being apolied to the extension of credit at the money center (New York),
coupled with the reduction of the total of the open market investment ac-
count over the past 18 months or two years from $500,000,000 to less than
$200,000,000, has not gradually had the effect of exercising some proséure,
+  imperceptible in any change over a short period, but now becoming apparent

when examined as to its effects over a longer period.

Gold Movements

Between January 1 and May 1 of this year, gold imports into the
United States have amounted to about $110,000,000, including $8,000,000 from
Japan, and exports during the éame period were $26,000,000. ¥et imports
during this period were thorefore $84,QO0,000. Inasmuch as approximately

$14,000,000 of the gold exported was gold which had been earmarked before
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the period under discussion, about $98,000,000 was the net amount added to

the monetary gzold supply of the country during the first four months of the

year. This gold movement, together with the imports of 1926, account large-
ly for the fact that the System's earning assets show a decline during the
past year, in spite of an increase of some billion and a half dollars in bank
credit.

Entirely apart from the movement of gold referred to above, there
have been some significant developments since May 1, not included in the above
figures. During the last part of April, the Bank of France recovered apnrox-
imately $90,000,000 of gold from the Bank of England by the repayment of its
credit to the Bank of England. Of this $°90,000,000, $12,000,000 arrived in
New York last week, $18,000,000 is still on the water, and §80,000,000 was
purchased by the Federal Reserve Bank of New York on May 6 and is now held
by the Bank of England under earmark for account of the New York bank. In
addition to this Bank of France zold, $2,500,000 has recently been imported
from Australia, and another $2,500,000 more is now on the water from Austra-
lia and expected to arrive in this country this week.

A somewhat disturbing factor arose in the probability of the
importation and sale to the Federal Reserve Bank of New York of the
$90,000,000 of gold, negotiations for the purchase of which had been
concluded by one of the New York member banks from the Bank of France.

It was learned that space had been reserved on the steamers and arrange-
ments had been made for shipping the entire amount of gold; in fact, one
shipment was about to arrive in New York, and others were being 1oaded.
In view of this situation, after consulting wi£h all the members of the
Oven iMarket Investment Committee and with the Federal Reserve Board by
telephone, it was arranged to purchase from the Bank of France all of the

zold - nearly $60,000,000 - which had not been shivped, and to sell the
Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives et e e e i s
- DECLASSIFIED

Authority E.D. 1235,

-5 -

Bank of France a lixe aznﬁﬂt of the September maturity of certificates of
indebtedness held in the Open Market Investment account. By this arrange-
ment, the money market status remained unchanged, except as to the gold
| which had already been shipped, leaving the committee in position to deter-
| mine later at its meeting whether these securities should be replaced or
not. s?curities were sold to offset $9,000,000 of the $12,000,000 already
arrived, but no arrangements have been made for sales to offset the balance
of the gold which will arrive from London and from Australia, amounting in
all to about $20,000,0004 \ With the sale already made and further sales,
if made to offset forther gold arrivals, the securities remaining in the
System's portfolio account will be a little over $100,000,000, too small
an amount to afford security against possible future developments. This
will be appreciated, for example, if the $90,000,000 now purchased had
arrived at a time when we had no portfolio of government securities avail-
able. It is clear, therefore, that the committee must from now on give
careful attention to meeting this gold problem, either by increasing its
portfolio in anticipation of future developments, or by adopting other
. measures. The method of doing so should be determined with regard to‘

whether the time has or has not arrived when the Federal Reserve System

can afford to put new funds in the market, the effect of which would be

. to reduce/%he borrowings of member banks, principally in New York, and

possibly/&o reduce the System's holdings of bills. There are various
possibilities for dealing ﬁith the gold problem as a whole which have
never heretofore been discussed in the committee's report and which are
now submitted simply for discussion. None of them are recommended at
this time, but are intended simply as a summary of 211 possibilities.
They are:

(1) The committee could replace the securities sold to the Bank
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ﬂbank borrowings in New York, which;are now running on the average at from
$100,000,000 to $150,000,000.

(2) Those Federal reserve banks which have considerable holdings of
long time bonds could dispose of tihose bonds, realize their profit and repurchase
through the committee as a part of the committee's account, an equivalent amount
of short time securities. These, with other short term government securities
owned by individual Reserve banks, could be added to the System holdings without
reducing the total earning assets of the individual Reserve banks, and thus in-
crease the committee's account to over $200,000,000.

(3) Arrangements might be made with the Secretary of the Treasury for
somewhat increasing balances carried with the federal reserve bénks, and reducing
the amount carried with special depository banks.

(4) Some or all of the $75,000,000 of 2 per cent. Panama Canal bonds

could be called and the national bank notes issued against them retired. Fur-
ther purchases of the 2 per cent. Consols of 1930 could be made in anticipation
of their possible retirement in 1930, as contemplated by the Secretary of the
'Treasury in his report of 1924.

(5) By gradual stages, or all at once, the time schedule of the Par
Collection System could be adjusted so as to increase the volume of uncollected
checks and correspondingly reduce the reserve of members.

(6) Plans could be undertaken for retiring the greenbacks, which
however would require legislation.

(?) TFurther amounts of the capital of the Federal reserve banks could
be célled.

(8) The reclassification of reserve cities could be gradually under—
taken so as to increase reserve roaguirements,

(9) A readjustment of the relations of the Reserve banks to the
market for gold could be effected if the Secretary of the Treasury saw fit
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as authorized by law, to discontinue paying cash up to 98 per cent. of the
value of imported gold, thus throwing the market for gold entirely upon
the Federal reserve banks and enabling them to reduce the gold point for
imported gold by the equivalent of a loss of interest for the period dur-
ing which payment would be delayed. By reason of our Treasury practice,
the United States is today paying the highest price of any world market
for gold.

(10) The Federal Reserve Board, of course, after adsuate study,
could revise the definition of what constitutes a time deposit, thus rais-
ing the reserve requirements. This is probably justified by the fact that
something like 60 per cent. of the increase in bank deposits in the United
States over the past ten years consists of that class of d&posits which re-
quire only 3 per cent. reserve.

(11) A revision of the regulations of the Fedecral Reserve Board
in relation to the maintenance of reserves, by averaging reserves for a
period of a week in Federal reserve bank cities, and two weeks in the rest
of the country, could have the practical effect of somewhat increasing the
amount which member banks must borrow.

. (12) The Federal Reserve Board could revise its ruling relative to
currency in transit, which in effect reduces reserve requirements in those
districts where the ruling is now applied.

The above comprehénd'most, if not all, of the possible measures
available for dealing with the problem of gold imports in view of our rew
duced portfolio. They are submitted for consideration and study.

The possibility of gold imports must not be overloocked, and may
indecd be imminent. The underlying causes of such a movement would be:

(1) The continued maintenance of our present level of interest

.org/
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rates, somewhat higher than a year ago, in the face of declining interest
rates and reducing bank rates in Europe,

(2) The fact that our technical practice in dealing with gold
makes this the best market in which to sell it and one of the most dif-
ficult from which to export it.

(3) The possibility, regarded by some as the probability, that
within the next two years Germany will be forced to ship us large amounts
of gold in order to meet reparation payments in the standard year.

(4) Heavy foreign payments to meet the service on all foreign
loans, - |

Nor must the possibility be overlooked that conditions may change
rapidly and instead of experiencing a large addition to our gold reserve,
there is indeed a possibility, although more remote, that within the next
few years we may sustain a large loss of gold.

Gold exports from this country can arise from two ceumses:

(1) The first is the perfectly normal movement resulting from
exchange rates reaching a level at which it is cheaper to0 make payments
abroad by shipping gold than by buying exchange.

(2) The other, A'howeve"r, can oocur irrespective of the gold
shipping point, because of large balances held in this country for account
of foreign goverrments and foreign banks of issue, which, as in the case
of Germany, may decide to take gold for reserve purposes, irrespective
of the gold point. |

‘No 'danger_ need bp a.pprehended as to a normal export of gold, but
we might sustain a large lps_s‘ of gold under the second category at any
time, 'a.nd that we are now prepared to deal with succeésfully because of

the large proportion of such balances held by the Federal ‘reserve bank,
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the export of which could easily be provided for by our purchasing the
securities now held for account of our foreign correspondents. The only
embarrassment likely to occur as a result of such a demand will be due to
the lack of an adequate supply of American gold coin, concerning which
discussion has been had from time to time with the Treasury.

Looking, therefore, to the future, that is, say for the next
three years, the committee is of the opinion that the policy of the Fed~
eral Reserve System should be to prepare itself to deal with either a
large import movement of gold or a large export movément of gold. Any
other position would expose the System to the charge of lack of foresight.

In view of the many alternatives to be considered, and especially
in view of the fact that whatever may be the policy of the System it will
involve taking a definite position as to the money market, the committee
prefers to defer any recommendation until after discussion with the Fed-

eral Reserve Board and a definite expression of their views.,
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/- Form No. 181 N
FEDERAL RESERVE

Ofﬁceg'vCOI’!'CSP“OnMéI. € PR Date__lecch 29, 1927.
To Mmbers of the Board. ' Subjecf: 7 5 3'3 .’é oY

F fre Eddve

2—8405
GFO

At the meeting this morning, there was ordered circulated the
attached letter from the Secretary of the Open larket Investment
Committee, encYosing & copy of the minutes of the meeting of the
Committee held in Washington on Merch 21sf, together with copies
of the reportf of the Cyairmen and Secreéry with accompanying

exhibitse lg.g3 424 32 (=2 7 fied §33‘ A3
) & J ',.m‘ - ) Fr_d,g;%,»,t\.’»(m? o
Vaov/e;nor C\:}(singer e
Mr. Platt

. Hre H&mlin /
Mr. Miller ‘//
Mre dJames
AbertMr. Cunninghem -
Mre MeIntosh /

Please return to Secretary's Office.
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57, 0
FEDERAL RESERVE BANK ﬁ !
OF NEW YORK
)’ o
GONFIDENTI AL March 24, 1927
Sir: v ;}Z‘“é"“ﬁ 333 ~d-2
. . ( ( SN o
1 am enclosing copy of the minutes [of e

the meeting of the Open liarket Investment Committee
held in Washington, Mareh 21, 1927, also copy of the
Chairman' s and Secretary's reports with accompanying

exhibits.

W. B. Natteson
Secretary, Open Market
Investment Conmittee

Honorable D. R. ‘Crissinger,
Governor, Federal Reserve Board,
Washington, D. ©.
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Very truly yours,

wnlter L. W;

Mre W By Mk tosan,

Fedwul Ressrve Beank,
Now York, N.Ys
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< REPORT OF THE ACTING CHAIRMAN TC THE OFEN b ?)’))'
MARKET INVESTMENT COMMITTEE AT WASHINGTON,
MARCH 21, 1927,

ey gk FET B TS N SR

The secretary's report gives the details of operations in the special
investment accognt since the last meeting of the committee., DBeyonc the shifting
of securities, in orcer to nccommoCate the Treasury and foreign correspondents,
the principal change in the =ccount has been a decrease of $25,000,000 in the
oper market account and a decrease of $50,000,000 in the volume of Government
securities held for foreign correspondents cue to maturities of March 15 certi-
ficates which has had the effeet of withdrawing about $75,000,000 from the
market, It will be desirable at this meeting to determine whether or not these
securitiss should be replaced.

Before discussing this question, however, it may be well to review brief-

ly the Decemher and March monsy market situations and the open market policiss re-

lated thereto,.

End'of the Year Situation

In view of the experience at the end of 1925, careful consiceration wras
given to the avoiding of such a period of stringent money as appeared at that
time, and such large borrowing by a few member banks. The prineipal steps taken
were to discuss the prohlem thoroughly with a2 number of the large member banks in
New York City ancd to make every effort to invest the Treasury balance after the
tax day, so that no large Treasury belance would be built up, For a time it was
fenred that 1t would not be possible to aveid a large Treasury balance anc open
market purchascs were contemplated., It proved, however, possible to reach the end
of the year with only a normal Treasury balance, and as a consequence of this and
the cooperation of the member banks in showing willingness to appear in cdebt at the

Reserve Jank at the end ¢f the vesr, thore was no markecd stringency of money.
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March 15, Tax Period

The March 15 tax period was extraordinary in the very large amount of
maturitiss to be recdeemed in cash, Maturitigs of approximately 660 million dellars
plus interest payments of approximately 95 million collars, resulted in a large im-
mecdiate net gain to the market, which was only partly offset by a Treasury call of
123 million and income %tax check collections. The consequence was a larger Treasury
overdraft and a larger gain to the market than has taken place for several years.
The gain to the New York markét on March 15 through these transactions was over
$300, 000,000,

The teking up in some way of this large volume of surplus funés in the
market was an acute problem. A number of the banks in New York City fortunately
antieipated this situation and allowed their reserves to remain about 23 million
in cdeficit for the Saturcay, Sunday, enc Moncday preceding Mareh 15. Thus they
entered the tax cay with an accumulated cdeficit in their reserves of 69 million
dollars. The following methods were then used to offset large Treasury payments
vy the liquication of Federal Reserve assets:

(1) A 75,000,000 of United States securities in the System and foreign accounts
were zllowed to run off. (Those held in foreign accounts were replacec by bills
from our portfolio,)

(2) § 25,000,000 of sales contracts were taken out by cealers.

(3) & 65,000,000 of discounts were taken out by member banks,

(4) 8 10,000,000 of securities wers solé temporarily for ons cay on March 14th
from the special investmeni account.

(5) 8 63,000,000 of participations in the Treasury one=day eertificates were sold
to member banks,

Total 5238,000,000 = This, together with the aforementionec 869,000,000 cefieit,

provicded an effective offset to the $300,000,000 excess ressrves,

org/
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The sale of participations in the one-day certificate was a new method of
withiérawing funds from the market. It avoidecd tgking away earning asggts from the
other Federal Reserve Danks, even temporarily, as sales from the special invesiment
account would have cdonej it avoided the complicatel bookkeeping which that transac-
tion involves; and constituted a simple and logical means of offwsetting Treasury
payments into the market.

As a consequence of the use of thess different methods for removing surplus
funds from the market, money remainec reasonably steacy all week anc call money only
dipred uncer 4 per ecent on the exchange for a few hours on March 16. DBy Fricday the
banks were deficient in their reserves and found it necessary to increase their bor=
rowing from the Reserve Bank to $150,000,000. Thus at the c¢lose of the week the
money situation was restored to approximately the same position as before the tax
period, but the Treasury still had an overdraft of $70,000,000 which is still to
come out of the markst,

Replacement of March 15 Maturities

The present outlook is for moderately firm money concitions, as the market

settles down after the tax psriod., DBusiness is active, The security markels are
Rt
using more crecdit. Turther large gold imports seem unlikely for the present,

If this anticipation is correct, the country will require currently, as in
early Mareh, over oaes billion dollars of Fecderal Reserve credit, DBut there will be
a difference in the maksup of this eredit, because foreign corresponcdents replacsd
about 5C million Cdollars of securities matured on iarch 15 with bills, anc¢ the bill
holdings of the syster will. probably be reduced to something about that smount and
the borrowings by member banks increased, The eifect of this operation will be +the
sare as a sale of securities,

Under these conditions borrowing by member banks throughout the country
will be arounc 40C to 500 million collars an< by member bemks ia Hew York City

upwards of 100 million cdellars, and the eall rate will be o firm 4 per cent, or
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possibly higher, even if the 75 million of securities in the system and foreign =ac=
counts, which matured March 15, are replaced., If, however, these are not_ replaced,
about 75 million dollars additional of member bank borrowing will be requirec and
call rates will be nearer 4 1/2 or 5 than 4 per cent,
trhe principal argument for recucing our security portfolio, by not re=

— e
Placing the maturities, is that the security market is very active ané using more

erecit, anc firmer money concitions will tend to keep speculation within bouncs.

The principal arguments for maintaining our security portfolio by re=-

placing the maturities are:

l. A portfolio of securities is a protection against inflation, =ncd
its size should not be reduced without good cause,

2. Higher rates here would tend to attraet foreign balances and gold
from countries which need them to us who do not want them,

3. Higher rates here would force hirher rates abroad ané continue the
pressure on worlc commocdity prices,

The foregoing was submittec to and unenimously acoptecd as the report

of the Open Market Investment Committee, Washington, D. C., March 21, 1927, //

J. Ho CASE
Acting Chairman.
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«iNIWr mil if U3 atUiN n i iaaawt tn ohaak «<>naeU*aa. tto aon-
sagmiaaa mm < larger tm m r oyantraft mi it largar *ato to tto antit tto*
tot takas pUaa far aaaaral jrw«ra. tto «ato to tto lav Talk vartot aa Jforek
IB tknm” ton traaaaatlaM tu aaar .]300,000,<X».

tto Wdai «» to aaa* a*r ar tola l«r«a totoaa af aarplwi fto&a to tto
aaitot »aa aa M to profela*. A manb*t af toa tonka la Saw Tatk Stty farto*
natolr aaU tffatai tota attuatlea an* altoaM tbalr rsMrra* to tmmto atoaft
» atlUM to Aaftott far to* totovtor. tetor, aa* tondj«r prwaedto* Marafc IB.
tkaa toar mtoiM toa te tor *lth an s<a» uMta* daftait to toatr r«sar«aa af
ft atUtoa toltora. *to fallavtog totoato war* toaa o*«d to offaat tor*
Trawnifr pajpaanta kr te IM«Ma.tte »f totoral te —to a*»atai
(1) $ w,00B,ee® «t WKtoi 'Hate hm muii in te fy»t— @& imM”~p mm hh
aara allawa* to rua aft. thaaa hald to fm ifi ncoawrta aara raplaead Ijr Mila
> ow partfaUa.
(®) 1 ~,000,000 af aalaa anntraota aara takan out kr toalar*.

(0] 1 1S»00e0C0 #f tav«*™*Mftt* «m  Irttom #»» *y Mfe«r ***»«

<# | ftgofuritl#* *#y» «©ld $e*uce 11* #1 &**h i<tDb
tmm Wm MM mini!
(8} f $3,900,000 tf 9 rtt«tpitl«a in Hi* @#-d®y mr%it%omuU* mm

mM i mittMr
fri«l $R2S40Q0HO00.
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Ttho oolo of *crtld*»*Uoao la lit 0*0 oMr
ottMvoving Ittét H«k «&* Mte»t« 1t «v»&dil tofclos ootttV «**I» F»®
tfeo Mftval Rooorro JMk*, ovoa a* ooloo .fram tfeo o™toolol 1b~
vo*ta**t *o3BW ta** HM) It ttolMI th# itookkoopta* Wki#&
tbot ttiim H ia iaviifM) «@A comtltutod * oiitplc oa* loriofel ammo of off*
»OtUn* MnAns2r iatoO UM OftHsftt*

As * ooaaofftiaoi of um mm of t&o*« tiffonat aotfcod* for aaxpla*
M i Am HiI* ao*teotp acegir MMtiMii TmmvwMf *tm&¥ mil wmk tmil m il aaao?
oaljr HfH i vm&mr 4 jmif cant oa Hw oiofcoago fa# a fow fepstst % Wdiy ttma
*o*ka mni M A n | la tolr imwvi» aa* f«m| It asapooatar 1* t*****@# 1**t*

tarcaotaf WK tfeo Ihmvi M to $ISOMO,000* fteBJ at tit of *® *c*k

Dn«mr wt+mUm wm rootoro* to opvoalaotoly W» *«m» foaltla* »» M M |
H* tas fOfioi# twt U* cshmvitiyr OtUt hedomi #W&faf% 1f |TO0000000 «M«t It
iliuU to mm m% of Hmankit.
iM toM im i

Dm ftoooftt oattooto to far «o4**toly **e» *®**r coaailtiaao, aa o amsIitoot
sottlo* Am Ifm rn Iftx porta*. Bttiao*« to aattva. tta warily aoafcata
it a*tag mts m m *¢ flartta* i«r«* raid i1%orto aoaa aaiiteoly for «eo tooortt.

Sf Mu aattdpatU* i» oorroet, tho caaatvy otU raonlra oarraatly, *a In '
ocoarty aatfib, t*oa 0*0 MIUm iailora of raiacal Hwvtvo ©roait* Bit ticova aitt
tmwoumvmrn la U» mtorn 0 tM* orotlt* foogpaoo forolsu oor*ocadiNfaaoa*
FaNaoo* ofeaa* id tatiHoa 4aUo*o of oooarltloo oata*o* oa VMM 15 alt* HU*,
ad tteo Mil Malaga Of t*o ayotoa *1U prafcitUy > I"omood to ooaolfei*g: olNmit

tiMt caomt oM tHo twmiagi taorooood. tko offoot of tMo
~osotMon Will to mm m mtolo of ftooujftttoo*

Hador 1lnoo ooaAltlono WwwiJig Hr %iol» thro«c™t thio mmw f
ViU %0 otosM 400 t minim 4ollor» " Neo intar f#fc
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mntii «r 100 atUlw M ibn, <mt th* hU t»*0o will *® * tIm * »** <m%, a*
paaam* U&at it N «mi*n of **oarl«loo la Ito *jr*w* mft fwwtca **e
count*. ooloa M tutf 18, tw W* PXEEX (e me» F»>
vUMI, »b0% W alllloo tellur* MAitimol of «*»r taak feorxoolac will H
rogqolroA eeA 011 n M will k« *ocar*r *-1/2 or 8 Mt 4 j»#r eoulU _
The prinolpol tgpMMt for rrtMtm mar »*«artty portfolio. *ntw *
plaalM tba MtwrltIM, I* that Wo Moarltr *Mfe*» U **rjr octl** oaA **la«

mam Or*Alt, *aA fltwr mamaj eoatlttM* *111 l«* te **«P *po«I»tio» vitnta

'J
Iwal~*.

SM ~rlaotpol AAfNKti tar aainteialnc oar MMfitgr fWWfcfli* *r tajlm -

Um A* aoturitto* «***

1. AyiHMI* At coomrtttoo U A »m UbUw *»1** Uflottoa,
mA 1M Also OmmIAMI ta roAuooA wlttoat eood oaano.

S. Bl™her *»to* tore <"mla tea* to »Hr»ot foralgo taliitii
MA «ol« fMM wutrIM wtateh s*d tfo» t u* who do net

3. MUKMT r»te* km «wlIA fort* htrber ***** ®>r**A 0*A oontIMM
tfeo PITMWUA M *o»l< ooanocAlty pyftA*«
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,/%EPORT OF THE SECRETARY TO THE OrEN MARKET INVESTMENT COMMITTEE
MEETING AT WASHINGTON, MARCH 21, 1927

gy

The holdings of Government securities in the Special Investment Account
on November 7, 1926, the date of the last meeting of the Committee, amounted to
$200,000,000. Since that date the amount has been reduced to $176,323,500, the

principal transactions being the following:

Late SALES and REDEMPTION
Dec. 1926 To the Fiscal Agent of the British Governe

rent, Treasury. certificates maturing
December 15, 1926,%t0 be applied in part
payment of the British Debt to the

United States $ 47,250,000
Dees 1926 To Foreign correspondents to partially rew
place their holdings of certificates of T

incdebtedness maturing December 15, 1926 40, 372,000

Mar, 1927 To Foreign correspondents to partially re=
place their holdings of 4 3/4% Trease
ury Notes maturing March 15, 1927 24,394,000

On various dates to Foreipgn correspondents
from proceeds of dollar transfers made

to us from the Street 48,743,000
On various dates to the Market 28,997,000
Dees 15, 1926 Redemption and exchange of certificates of
indebtedness maturing Deec, 15, 1926 4, 349, 500
Mars 1927 Prior redemption of Mare. 15, 1927 Treas.Notes:
On March 7 10,000,000
"W g 5, 400,000
Redem tion ™ S 8 14,557,500 29,957,500
$224,063,000
FURCHASES

The sales of Government securities listed above were replaced

by rurchases of other issues as follows:

Decy 1926 From the Fiscal Agent of the British Govern=
' ment (partly in exchmgpe for $47, 250,000
sold to them) $ 35,000,000
\\ Dec,y 1926 From Foreipn correspondents 14,145,500
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~ Dece 1926 By other Federal reserve banks $ 15,972,000
On various dates in New York Market 111, 444,000
Dee. 1926 From holdings of the Alien Property
Custodian 650,000
Mar. 1927 " v v " " 21,000,000
Decy 15, 1926 50 per cent allotment for Dece 15,
1926 certificates redeemed 2,175,000
$200, 386, 500

Net reduction since November 7, 1926 = = = = = = = = w23, 676,500

Exchanpges were also effected with the Federal Reserve Banks of San
Francisco and Cleveland whereby we purchased from them on January 20 and February 7,
respectiveiy, their outright holdings of March 15, 1927 Treasury Notes for the
System Account, and sold to them in exchenge a like amount of other issues of
certificates and notes in the following amounts:

San Francisco $8, 846,500
Cleveland 7, 320,000

The Federal Reserve Bamk of St. Louis temporarily discontinued their
participation in daily purchases of bills during the period December 20 to 29, 1926,
and on December 21, 1926 sold their holdings of bills with maturities up to and in-
cluding January 11, 1927, which aggregated $5,360,749.26.

On March 14, 1927 a temporary sale was made to a New York bank for one
day of $10,000,000 June 15, 1927 = 3 1/2% certificates of indebtedness from holdings
of the System Account and on March 15 temporary sales of 60,000,000 were made to
New York City banks representing participations by them in the one day special
certificate issued by the Treasury to the Federal Reserve Bank of New York to
cover the overdraft,

The attached exhibits "A" and "B" show in detail the distribution of
Government securities ond bankers acceptances among the Federal reserve bonksj

exhibit "C" a statement showing net earninge of 2all Federal reserve banks for

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




Reproduced from the Unclassified / Declassified Holdings of the National Archives ' R DE5L A—SSIFLED-_

Authority E.D. 12356

/- ’ 3
/’ E
year 1926‘ after deductions for expenses, dividends &and charpe-0ffs and amounts

of franchise tax paid end transferred to surplus account; exhibit “D" a compar-

ative statement showing earning asset holdings of all Federal reserve bankse

1//.,
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FEDERAL RESERVE BANK ‘; “ ‘,,,m,,. 4
) 3% .y l ;f“

{
wW. P.VG. HARDING, GOVERNOR FREDERIC H. CURTISS
WILLIAM W. PADDOCK, DEPUTY GOVERNOR CHAIRMAN OF THE BOARD
WILLIAM WILLETT, CASHIER AND FEDERAL RESERVE AGENT
KRICKEL K. CARRICK, SECRETARY ALLEN HOLLIS

DEPUTY CHAIRMAN OF THE BOARD

ASSISTANT CASHIERS

ELLIS G. HULT
L. WALLACE
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CHARLES F. GETTEMY

ERNEST M. LEAVITT
ASSISTANT FEDERAL RESERVE AGENT

SWEETSER

March 3, 1827.

Mr. Walter L. Eddy, Secretery,
Federal Reserve Roard,
Washington, D. C.

My dear XEddy: : "

I have just received a teleéfam stating that the
Board has cancelled the meeting of the Onen Yarket Committee
which was to be held next Londay and I would request, therefore,
thust vou release the reservations which you made on the
Federal exvoress for me on ionday night.

Very truly vours,
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Maroh 1. 1887,

Dear Mre Saller:

Receipt is scknowledged of your lqtter of
saddressed to Governm Crissinger,
sdvising that arrengements have been mede for a
meeting of the Open Market Investmert Coumittiee
40 be hald in Washington on Monday, Mreh Tih,
&t 10:30 sume The mesbers of the Board sre bee
“Ing advised of the time of this mesting. .

Very truly yours,

Je Ca Noell,
Axsistart Seoretary.

Mrs Ls Po Sailer, Deputy Governor,
Yedaral Reaerve hnk.
Mev York, H.Y.

a‘(‘.‘ﬂ
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%) FEDERAL RESERVE BANK % o |
I ’ OF NEW YORK L.f" s

February 25, 1927.

Federal Reserve Board,
Washington, D, C.

ATTENTION OF:  Honorsble D, K. Crissincer

Lear Governor Crissinger:

Referring to our conversation over the telephone this
morning, a meeting of the Open iMarket Investment Committee has
been called for Monday, March 7, 1927, at ten-thirty a.;m., at
the office of the Federal Reserve Board in Washington.

Each of the governors who are members of the committee
has advisec mé by telephone that he or a representative will be
present at the meeting.

Very truly yours,

K P ezcten—

L. F. SAILER,
Deputy Governor.

AT BX OUTLVE COMMITTIN
MERTING,

wen 1 1927

Aee G 2 j%/ﬁ//)f?
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