o CoU T T

Reproduced from the Unclassified / Declassified Holdings of the National Archives

3330

Excerpt from the mimutes of the meeting of the Federal Reserve Board with the Open
Market Policy Conference on May 2], 1930. — ,
o $=27-30

"Governor Harrison stated that during the separate session of the Open
Market Policy Conference its formal organization was considered with the result
that he, as representative of the Federal Reserve Bank of New York, was chosen as
g@g;mx;, and Do;xlty Governor Burgess of the v_N\ew Yox‘:}cw .B*’,‘?k..,,”, Seofetary. He stat-
ed that the Executive Committee will be composed of the representatives of the Bos-
ton, New York, Philadelphia, Cleveland and Chicago banks for a period of one year,
and that a policy of rotation among the Federal reserve banks will be followed
thereafter in the selection of the committee.

nGovernor Harrison reported that before taking up the discussion of open

market policy, the conference discussed the question of its functions and juris-

dioction.

"The Conference also ;oted, he stated, to go on record that recormenda-
tions as to the discount rate of any Federal Reserve bank or Federal Reserve banka
are not within its proper prdﬁnce end the directors of any Federal Reserve bank
mst be free at any time to change the discount rete of their bank, subject only

to0 the review and determination of the Federal Reserve Board.
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Excerpt from the minutes of the meeting of the Federal Reserve Board with the
Open Market Policy Conference on May 21, 1930.

The Governor "then reported that participatioﬁ in the Open Market Po-
liey Conference under the revised plan reééntly approved by the Board has been
acoepiad by all Federal Reserve banks and that this, accordingly, is the first for-
mal meeting of the Confersnce. He stated that in its acceptance the Kew York bank
set forth its interpretation of the plan as not affecting in any way the present pro-
cedure with respest to bill operations. He stated that a copy of the New York lat-

ter will be furnished to each Governor for his information.”
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Form No. 131

O f f. C . FEDERAL RESERVE BRI
1Ice Lorrespe - a..ce == e e day 22,1338
To_.___Governor Young Subject:
From . _Mr., McClelland
i eFanm € 2—)“96

At the meeting of the Board today the attached letter from the
Chairman of the’ Federal Reserve Bank of New York was referred to you
with the understanding that you would prepare and submit to the Board
a replyl regarding the bank's interpretation of the plan of the Open
Market Policf Conference as not establishing any different procedure
with rekpect to bill operations than has existed heretofore.
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T
¥oxm No. 131 .
| o "¢ Y FEDERAL RESERVE
- Office Correspc 1. e  =m . _ayls, im0
| ‘ ,
" To All Members of the Board : Subject:
Y
From ___ My, MgClelland C— 233, -%
ero 2—B405
@ At the meeting this morning, there was ordered circulated the

attached letter, dated May 15th,j from the Chairmen of the Federsl
Reserve Bank of Wew York, advising that the Directors of the Bank
have voted to accept participation in the, Open Market Policy Con-
ferenoe under the plan recently approved the Board, subject to
; their interpretation that the plan does ngt esteblish any different

i : proocedure with respect to bill operations as existed heretofore,

E Governor Youyng W /&‘

| Mr. Platt

Mr, Hamlin\/
Mre '
Mr.
§ Dre
‘i 5 . m‘.

‘Please ciroulate promptly and return to this office,

Digitized for FRASER
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FEDERAL RESERVE BANK

oF NEw YorRK

Dear Governor Younge. j

The directors of this égnk have considered the Federal Reserve Board's
=656

letter of March 51 1900 ‘together with the enclosed draft of open market pro-

cedure as revised on iarch 25, 1930, and have voted that this bank accept
participation in the open market policy conference under the terms of the pro- \
posed plan as they interpret that plan.
In considering the plan of procedure it ﬁas seemed to our directors
that there may be some possible ambiguity with rezard to the extent to which
the propcsed procedure is applicable to Federal reserve bank itransactions in
bankers acceptances and our directors interpret the revised plan as not estab-

lishing any different procedure with respect to bill operation than has existed

neretofore.

Operaticns in bankers acceptances are, of course, governed by a

technique guite different from operations in government secﬁrities. Vihereas
the vo;ume of purchases or sales of government securities may be determined
directly, the volume of holdings of bankers acceptances on ﬁhe other hand is
subject largely to a raﬁe control wahich must be adjusted promptly from time to

time to changing market conditions, and therefore does not subject itself to

determination in advance by an open market policy conference.

We are mentioning this matter now only because of our desire to avoid /
any possible misunderstanding in the future, and to make sure that the plan

suggested is not intended to set up any new procedure with regard to bill

Faithfully yours, M},J @/z L«,&w

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

AT BGARD MERTING,

Hon. Roy A. Young, i \/\ MAY 19 ‘93/?@

aFﬁﬁﬂﬂﬂiFH§596rnor, Federal Reserve Board, . il.Case
p://fraser.s OL@ . Cbaj ™man
ederal Reserve %ows’ D. C. o

operations.,
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E

| , Apri) 80, 1930

Dear Mr, Heath:

. Reseipt is acknowledgzed of your letter of
April 26, from which tho Feders) Reserve Hoard, at its
meeting this morning, was gratified $o note that your
Board of Direoctors on that date voted to aoccep$ parsi-
eipation in the proposed Open Marke$ Polioy Conference
under the revised procedure.

It waas also noted that the Governor was de~
signated to represent your bank at meetings of the oon-
: forence and thas in the svent of his absence or dise
ability, a Depusy Governor will be designated to serve
in that eapacity,

| ‘ Very txuly yours,

¥J» O¢ KNoell,
Assistant Ssoretary.

Mr. We A, Eﬂ'lh. Ohairman,
Tederal Reserve Bank,
Ohlm. I11.

4
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oy DEFR |
W FEDERAL RESERVE BANK OF CHICAGO
i ? 230 SOUTH LA SALLE STREET R e G
":.\‘
April 25, 1930
SUBJECT: Revision of Open Market Procedure.

Feders]l Reserve Board
Washington, D, C.

Gentlemen:
Reference is made to the Board'ls letter omeg;9§M§}&w19§QL

X-6556{on the above subject.
The third paragraph of said letter concludes as follows:

"Please therefor submit the matter to the board of
directors of your bank at its next meeting and advise the
Board whether your directors accept participation in the
Open Market Policy Conference under the plan as revised."

"~ At the regular meeting of our bozrd of directors held todey,
it was unenimously voted by our board to accept participation in the
Open Merrxet Policy Conference under the plan as revised, nemely, the

te the Governor of

2441
et Policy Couference

plan outlined in ¥X-6556a.
signa
Merk

It was also voted unanimously to de
this benk as its representative uoon the Open 1
and that in the absence or disability of the Governor, a Deputy

governor be such representative.
Very truly yours

Digitized for FRASER
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mu' M‘

. Nowtont

The Federal Resexve is gratified %o
from your letter of April 18,\which was present-
the meeting Soday, Ahat your Board of Direetors
voted to asosps participation in the pro-
Narked Pelicy Conference under the revised

i

as
Aprid

32
i

h

Very txruly yours,

!a ul mhlm,

Mr, Isase B. Bewhon, Chairman,
San Francisse, Galif.

igitized %{ASER
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B
\))( . FEDERAL RESERVE ‘BANK OF SAN Eﬁ\ '

N .
\ IsaAc B.NEwTON

CHAIRMAN OF THE BOARD

AND FEDERAL RESERYE AGENT

Dear Sirs:

Receipt is acknowledged of the Board's letter of Merch 31,
1030, X-6559,\subject: Revision of Open Market Procedure.
In compliance with the Board's request the draft of the

Open Market Procedure as revised at the meeting of the Federal Re-
serve Board with representatives of the Federal reserve banks on

- Mareh 25, 1930, was presented to our Board of Directors at their
meeting held April 17, 1830, and it was woted to accept participa-
tion in the Open Market Policy Conference under the plan as revised.

Yours very truly,
\ > ¢ —

Federal Reserve Agent

Federal Reserve Board,
Washington,
D. C. .

ot

AT BOARD MEE’I‘ING‘

APR 8 3 193?
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April 18, 1930

Deax Mr. Newton:

The Yederal Reserve Boaxy is gratified to
note from your lstter of April 16,\which was pre-
sented at the meeting today, that your Board of Di-
rectora, at its regular April meeting, voted %o ao-
oopd participation in the proposed Open Market
Policy Conferencs under the revised procedurs,

IS wes also noted that Governor Black will
repressat your bank at mestings of the Conference,
and 1in the event he is unable to serve, an alternate

will bs sppointed by your exesutive committee.
Very truly yours,

Ee Hs MeClelland,
Assistant Secretary.

Mr. Oscar Newton, Chairman,
Yederal Reserve Bank,
Atlanta, Ga.

igitized for FRASER
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"\
FEDERAL RESERVE BANK Q\-;ﬁ»

OF ATLANTA
OFFICE OF
CHAIRMAN OF THE BOARD.
FEDERAL RESERVE AGENT.

SURJECT: Revision of Open Market Procedurs.

Federal Reserve Board,
Washington, D, C,

Attention: Mr, E. M. McClelland, Asst. Secretary.
Dear Sirs:

Reference {is made to your letter [X-6556) under date
of March 31st, 1930} and enclosure, relative to the revision
of open market ‘procedure.

At the meeting of our Board of Directors held April 11th
and 12th, consideration was given to the revised procedure agreed
upon by representatives of the Federal Reserve Banks and approved
by you. Our Board voted to ratify the procedure and to partici-
pate in the open market policy under the plan as revised.

In my letter of Februs . | v)
Governor E., R, Black had been elected to represent the Federal
Reserve Bank of Atlanta on the Open Market Policy Conference, and
that in the event Governor Black was unable to attend any meeting
of the Open Market Policy Conference, our Executive Committee was
aushorized to appoint an alternate.

Very truly yours,

Chairman,

...................

APR 18 1930
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April 18, 1930

Deay ¥r, Ourtiss:

Tho FPederal Besorve Board is gretified to
note from your letter of April 10th, which was pre-
sented at its mesting todsy, that your Bosrd of Di~
rectors on April 9th voted to acoept partieipation
in ths proposed Open !mrket Folicy Conference under
the revised procedure.

Very truly yours,

Ex ¥ HoClelland,
Assistant Secretary

lire ¥o He Curtiss, Chelrman,
Foderal Reserve Bank,
Boston, lnsse
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April 16, 1950

Dear lfre DeCoaxp?l

The Pederal Reserve Board is gratified to
note from your letter of Lpril Pth, which wes pre-
sented at its meeting todasy, that your Board of Di-
rectors on April 9th voted to scoept pertisipation
in the proposed Open Market Polisy Conference umder
the revised proosdure,

It 1s also noted that the Governor of
your Bank was designated as its representative at
mestings of the Conforence.

Very truly yours,

B. X. mellm.
Agssistant Seoretary

re Uece DeCGuap, Mm.
Faderal Resorve Bank,
Cleveland, (hioe

igitized for FRASER
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2595 &

April 18, 1950

Denyr e Hoxtons

The Pedoral Reserve Boaprd gratified o
note from your letter of April lith,-hiuhmpn-
sentod at its meeting todey, that your Board of Di~
restors on April 10th voted to sceept mritioipetion
in the proposed Open Market Policy Conference under
the revised procedures
It 1s also noted tihmt Governor Seay was
desigmated as the reprssentative of your Bank at
neetings of the Conferemce.

Very truly youre,

!’ H‘ m‘lm’
Assistant Seoretary

¥re % We Hoxtom, Chelyoan,
Pederal Xeserve Dank,

Bielmond, Vae

igitized for FRASER
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April 18, 1930

Dear ifr, Stowari:

The Padersl Reserve Coard is gretified to
note from your letter of April 4th, 'which was pre-
sented 2t its meoting todmy, that your Board of Di-
rectors on April 2nd voted to ascept perticipation
in the proposed Open !arket Poliey Conferenos under
the revised procedure,

Very truly yours,

Be Mo %Qﬂelhnd,
Assistant Seoretary

Ure Co Yo Stewart,
Assistant Fedepal Reserve Agent,
Fodera) Hoserve Bank,
Ste Louis, loe

g

3}.5(-\/
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April 16, 1930

Desr lir. Mosheri

The Fedoral Beserve Board is gratified to
note from your te of April l4th, which wes
presented at its weeting todey, that your Bosrd of
Directors on April 1l4th voted to socept partiecipa~
tion in the proposed Open Harket Foliocy Conference
under the revised procedurs. '

It is also noted that Governor Geery wes
designated as the represemtative of your Bank at
mootings of the Conforence.

Very truly yours,

Be ¥, HoClelland,
Assistant Seerstery

lrs Co Lo Nosher,
Assistant Mml Reserve igent,
Federal Roserve Benk,
¥inneapolis, ¥Minn,

igitized for FRASER
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April 16, 1930

Deay !r. NoClure:

The Foderal Reserve Board §s gratified to
note from your letter of April 12th; which was pre-
sented at its mecting today, thet your Board of
Directors on April 10th voted to accept prrtleipa~
tion in the proposed Opem lMarket Pollsy Conference
under the revised procedure. '

It is also noted that the CGovernor was
designated as the representative of your Bank at
meotings of the Conferense, with the provision that
an alternate shall be nemed by your executive cow-
mittee in cmse the the Uovernor is unable to serve,

Very truly yours,

Ee s ¥oClelland,
Assistant Secretary

Mre e Le loClure, Chailrmen,
FPodernl Reserve Bmmk,
Kanaas City, Mo.

igitized for FRASER
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April 15, 1930

Dear iir, ¥slsht

The Pederal Reserve is gratified to
note from your letter of April 8th, which was pre-
sonted at its meeting today, that your Board of
Directors on April Tth voted to ecoept partiecipation
in the proposed Open ierket Foliey Confersnce under
the revised procedure.

It iz also noted that Governor Telley was
designated eas the representative of your Bank st
mootings of the Conference.

Very truly yours,

Es H. ¥oClelland,
Assigtent Secretary

Ur. Co Co Talsh, Chalrmen,
Fedoral Reserve Bank,
Dallas, Texas,

igitized for FRASER
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‘,“\ , )
) FEDERAL RESERVE BANK R 32,3

OoF RICHMOND & /;\«57,\“\

April 14, 1930

Federal Reserve Board
Washington, D. C.

Gentlemen:
Our Board of Directors at the meeting last Thur?iay
and.

considered the Board!s letter of March 31, 1930, X-6556
6556a, Subject "Re¥ision of Open Market Procedure.?

Our Board unamimously accepts participation in the
Open Market Policy Conference under the plan as revised. Further-
more, our Board designated Governor Seay as the representative
of this bank for the Open Market Policy Conference.

Very truly yours

Yz n P

¥. W. Hoxton
Chairman of the Board

A S Rt e et T TS,

AT BOARD MERTING,
APR 16 1930

4
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TELEGRAM
FEDERAL RESERVE SYSTEM
(LEASED WIRE SERVICE) 5 ?«) f)) - S

RECEIVED AT WASHINGTON, D. C.

284gea
Minneapolis 3pm ég}ﬂ__]ﬁw

Board
washn
ng rates unchanged also

' approved open market procedure as outlined 1E;§:§E§§:§W}

£ the conference

L ‘,
3 5/ 50

directors today approved buyi
and appointed governor Gerry member O

representing this bank
Mosher 530pm

.......................................

AT BOARD MERTING,
APR 16 1930

Y,

Digitized for FRASER
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Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK

CHAIRMAN BOARD OF DIRECTORS W.J.BAILEY, GOVERNOR

AND FEDERAL RESERVE AGENT [ &) F C. A.WORTHINGTON, DEPUTYGOVERNOR
WY L. PETRIKIN o W.HE LM, CasMier

DEPUTY CHAIRMAN K C JOHN PHILLIPS,JR . AssT.CASHIER

BOARD OF DIRECTORS AN SAS lTY E.P.TYNER, ASST.CASHIER
A.M.MADAMS, G.E.BARLEY, ASST.CASHIER

ASST. FEDERAL RESERVE AGENT M.W.E.PARK, ASST.CASHIER

AND SECRETARY G_.H. PIPKIN, ASBT.CASHIER

April 12, 1930 n ‘
A %A Ll
s

W

£

Pederal Reserve Board,
Waghington, D. C.

Gentlemen: Attention E. M. MeClelland, Asst. Secretary

The subjget matter of Board letter X-6556, dated
Merch 31, 1930y with reference to the revision of
open market procedure, was disecussed by our Board of
Directors in regular meeting on Thursday, 4April 10,
and it was unanimously decided to accent partieipa-
tion in the Open Merket Policy Conference under the

plan as revised.

The Governor of the bank was designated as the
representative of the bank in the conference, with
the provision that an alternative representative
shall be named by the Executive Committee in case
at any time the Governor may be unsble to serve.

Very truly yours,

M/H

......
______________________
-------

APR 1_16 1930

@
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y ! FEDERAL RESERVE BANK
OF BOSTON ?) ;9 ';.‘ e

¢ FREDERIC H. CURTISS$
i CHAIRMAN

N Apml 10, 1950

: 3 N
Federal Reserve Board, é?
Washington, D.C.

SUBJECT: Open Market Procedure

Dear Sirs:

Acting under jnstructions received in the Board's letter of March 21,
1930_(%-6556),4 T submitted to the Board of Directors of this Bank
at its meeting held yesterday, April 9, 1930, the draft of the open
market procedure as revised at the meeting of the Federal Reserve
Board with representatives of the Federal Reserve Banks on March

25, 1930 and adopted by the Federal Reserve Board, which was

enclosed in the Board'!s letter.

It was the general opinion of the Board of Directors that the open
market procedure as outlined in this plan is satisfactory and a
vote was passed authorizing this bank to accept participation in
the open market policy conference under this revised plan.

I am,

Yours very truly,

Chairman. '
FHC/D

..................................

AT BOARD MERTING.

APR 16 1930
7

[fraser.stlouisfed.org/
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S

FEDERAL RESERVE BaNK, 7™
CA

oF CLEVELAND

April 9, 1930,

Federal Reserve Board,
Washington, D, C.

Gentlemen:

Referring to your letter X-6556, dated March 31,
1930, . subject: "Revision of Open Market Procedure®™:

This is to advise that at the regular meeting
of our Board of Directors held today the above letter,
together with the draft of open market procedure as
revised at the meeting of the Federal Reserve Board
with representatives of the Federal reserve banks on
March 25, 1930, and adopted by the Federal Reserve
Board, was submitted for consideration. Upon motion
duly seconded it was voted unanimously that the
Federal Reserve Bank of Cleveland accepts participa-
tion in the Open Market Policy Conference under the
plan as revised.,

By further action of our Board at its meeting
of today, the Governor of this benk was designated
as the representative of this bank to the Open Market
Policy Conference.

This, I believe, is in accord with the request
of your Board as outlined in the above-mentioned letter.,

Chairmen of the Board anq///
Federal Reserve Agent,

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

AT BOARD MEETING.

APR 16 1930

7
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FEDERAL RESERVE BANK
OF DALLAS

C.C.WALSH
CHAIRMAN OF THE BOARD A.pI'll 8, 1930
AND FEDERAL RESERVE AGENT

Federal Reserve Board,
Washington, D. C,

Gentlemens

Reference is made to your letter of liarch 31, X—6556; on
the subject, "Revision of Open liarket Procedure;” also your
communication of January 23, last, X-6484, on the same sub-
j,eC‘b .

As stated to you in my letter of lLarch 6) the latter come
munication, in accordance with the request contained therein,
was considered at the reguler meeting of our Board of Directors
held on February 7e At that meeting Governor Talley submitted
a memorandum on the subject of open market procedure, which was
fully discussed and asproved by our directors in principles A
copy of this memorandum was submitted to you with my letter of
iarch 6. :

At the regular meeting of our Board of Directors held yes-
terday, the 7th, your letter X~-6556 of Larch 31 was read and dis=-
cussed in connection with the draft of open market procedure as
revised at the recent meeting of the Federal Reserve Board with
representatives of the Federal reserve bankse.

Cur directors voted to accept participation on behalf of this
bank in the open market policy conference under the plan as re=
vised, and this should be considered as formal notice of that fact.
Our directors also voted to redesignate Governor Talley as the
duly accredited representative of this bank to attend the sessions
of the open market policy conference.

Very truly yours,

figgzrman of the Board szﬂ%i;%?

AT BOARD MERMNG.
APR 16 1930

w
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April 4, 1930.

Dear t'r. Austing

Your letter of April 2 was presented at the
mesting of the Federal Reserve Doard today, and it
was gratirfied 3o node that your Board of Directors,
at its meeting on that date, voted to participate in
the proposed Open Market Policy Conference undexr the
revised procedure, It was also noted that Governor
Yorris has been designated as the representative of
your bank at meetings of the Conference.

Very truly yours,

igred; B M AT aanG

E. M, MoClelland,
Assistant Searetary.

Mr. Re L. Austin, Chairvan,
Pedaral Reserve Bank, :
Philadslphia, Pu.

L

Digitized for FRASER
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FEDERAL RESERVE BANK
OF
ST. Louils

Federal Reserve Board,
Washington,

Attention Mr, E. M, McClelland, Asst, Secy.
Gentlemen:

With your letter of March 31, 1930, X-6556,%wes
enclosed a revision of the onen market procedure, which
vou stated had been considered by the Board and had been
adopted without change to become effective when ratified
by the Boards of Directors of the twelve Federal Reserve
Banks,

The matter was presented to our Roard of
Directors on April 2, and it was moved, seconded and
unanimonusly carried that the Federal Reserve Bank of St,
Louis accept participation in the Open HMarket Policy
Conference under the plan as revised,

Yours very truly,

Asst, Federal Reserve Agent,

- ,.-.—.--......y--n-.._—.....-....“--v
.

AT BOARD MEETING.
APR 16 1930

@
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THIRD DISTRICT

RICHARD LL.AUSTIN
CHAIRMAN OF THE BOARD

April 2, 193G

7,

K 't ;

o STER)
= gt

AND FEDERAL RESERVE AGENT

FEDERAL RESERVE BOARD,
Washington, D. C.

Dear Sirs - e wd

X??? letter X-6556 subject "Revision of
Open Market Procedure®" was received this morning and
submitted to our board. The draft of the proposed
form of open market procedure was considered, and upon
motion duly carried the board of directors of this bank
accepted participation in the open market conference
under the revised plan submitted with your letter.
Also on motion duly carried, the board designated
Governor Norris to be the representative of this bank
at open market conferences.

Very truly yours,

Chairman.

..................................

APR 41930

ttp://fraser.stlouisfed.org/
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FEDERAL RESERVE BANK
OF
ST. Lourls

April 1, 1930,

Federal Reserve Board,
Washington, D. C.

Gentlemen:

Attention !'r. E. If, ¥cClelland.
» A;siftant Secrctary,

ST e R

I wish to thank you for copy of

the d;ggéxof the provosed Open Market procedure
as it was revised during the discussion at the
meeting of the members of the Board and repree-
sentatives of the Federal Reserve Banks on
Yarch 25th.

7

Yours very truly,

= e K

Governor.

~

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

b H o . )
| JE— i i . -, e : e
FEDERAL RESERVE BOARD W
X-6556 =
cA L WASHINGTON » ”ardea :j‘) 23, -2
) 't}zL
e noSERYE OARD March 31, 1920.
su,ﬁm: Revision of Open Market Pr&”ééztusq
i ™
\ /
.
Dear Biv; X-¢ yEd

L Under date of Januwary 23, 1930 / a letter was addressed to each
Yederal resarve bank advising of adoption by the Board of a revision of
the open market procedure made effective in April, 1923. This letter ex-
pressed the belief of the Board that the procedure adopted contained the
essentials of a workable plan designed to give expression to the common
interests of the Federal reserve banks in matters of open marketi policy
and to provide a reasonable and practicable method for joint action. It
requested that after each bank had had time to consider the plan its views
thereon be forwarded to the Board.

On March 24th and 25th, a meeting was held for the consideration
of open market policy attended by representatives of the twelve Federal re-
soerve banks. At the conclusion of the regular business, a thorough discus-
sion was had regarding oven market procediire in the light of letters which
had been received by the Board from the directors bf eleven of the Pederal
reserve banks. Following this dis¢ussion the representatives of the Fed-
eral reserve banks, with the Goverdor of the Fbé@x‘&l Reserve Board, were
eppointed a committee to prepard a further revision of the plan acceptable
to them, This revision was thgn thoroughly discussed by the Board and the
representatives of theo Federial reserve banks, with the result that some
further changes were mads.

The reviged procedure in its final form, copy of which 13 at-
tached, was wnanimously agreed to by the representatives of the Federal
reserve banks. It has gince been considered by the Federal Reserve Board
and was adaopted by the Board without change, to become effective when rat-
ified by the boards of directors of the twelve Federal reserve banks.

. Please, therefore, submit the matter to the Board of Directors of your {

bank at its next mesting and advise the Board whether your directors ac-
cept ggrticipation in the Open Market Policy (onference under the plan as
revised, !
P ~ In the Board's letter of January 23, 1930, it was pointed out
that certain working arrangements which might be necessary would best be
determined by the conference itself when organized. In this connection,
the r#presentatives of the Federal reserve banks at the meeting on March
24th and 25th voted it to be the sense of those present at the meeting
that the repressntative of the Federal Reserve Bank of New York on the
Open Market Policy Cpnference should be elected chairman for one year;
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that the Executive Committee, provided for in the procedure, should con-
sist of the chairman and the representatives of the Federal Reserve Banks
of Boston, (leveland, Philadelphia and Chicago for one year; and that the
conference adopt a principle of reasonable rotation in the membership of
the Executive Committee after the first year,

By order of the Federal Reserve Board.

Very truly yours,

E. M, Mc(Clelland,
Assistant Secretary.

TO THE CHAIRMEN OF ALL FEDERAL RESERVE BANKS.

(Enclosure)

Digitized for FRASER

y

ttp://fraser.stlouisfed.org/
é@deral Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives

J | X-5556-a,

(Draft of owen marlket nrocedure as revised at the meeting of the
Fedoral Reserve Toard with represeatatives of the
Tederal rescrve baaks on March 25, 1220,
and adonted oy the Federal 3e-
serve Soard.)

"(1) The Open Market Investment Committes, as at present constituted, is
hereby discontimied and a new committiece, voluntary in character, to be
known as the Open Market Policy Conference, is set up in its place..

i e

—~—,

(2) The Oven Market Policy Conference shall consist of a representative
from each Federal Reserve Dank, designated by the Board of Directors of
the bank.

(3) The Conference snall meet with the Federal Reserve Zoard unon the
call of the Governor of the Federal Reserve Board or the Chairman of the
Executive Committee, after consultation with the Governor of the Federal
Reserve Board.

(4) ' The function of the Open Market Policy Conference shall be to
consider, develop and recommend policies and plans with regard to oven
marzet operations.

(5) The time, character and volume of purchases and sales shall be
governed with the view of accommodating commerce and business and with
regard to their bearing upon the credit situation.

(6) The coanclusions and/or recommendations of the Open Marlzet Policy
Conference, when aporoved by the Federal Reserve Zoard, shall be submitted
to each Federal reserve bank for determination as to whether it will nar-
ticinate in any purchases or sales recommended; any Federal reserve bank
dissenting from the nronosed policy shall be exvected to acquaint the
Federal Reserve 3Board and the Chairman of the Ixecutive Committee with the
reasons for its dissent.

(7) An Executive Committee of five shall be selected from and by the
members of the Conference for a term of one year, with full nower to act
in the execution of the policies adonted by the QOven Marizet Policy
Conference and apnroved by the Federal Reserve Board, and to hold meetings
with the Board as frequently as may be desirable.

(8) ETach Federal Reserve Bank particinating in the Open Market Policy
Confecrence shall be considered as waiving none of its rights under the
Federal Rescrve Act; each Federal Reserve Bank shall have the right at its
option to retire as a member of the Open Market Policy Conference, but each
bank while & member of the Conference shall respect its Conference obliga-
tions.M
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FEDERAL RESERVE BOARD =~ 4584

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO .
THE FEDERAL RESERVE BOARD March 31, 1930.

‘SUBJECT: Revision of Open Market Procedure.

Dear Sir:

Under date of January 23, 1930, a letter was addressed to each
Federal reserve bank advising of adoption by the Board of a revision of
the open market procedure made effective in April, 1923. This letter ex-
pressed the belief of the Board that the procedure adopted contained the
essentials of a workable plan designed to give expression to the common
interests of the Federal reserve banks in matters of open market policy
and to provide a reasonable and practicable method for joint action. It
requested that after each bank had had time to consider the plan its views
thereon be forwarded to the Board.

On March 24th and 25th, a meeting was held for the consideration
of open merket policy attended by representatives of the twelve Federal re-
serve banks. At the concluasion of the regular business, a thorough discus-

" sion was had regarding open market procedure in the light of letters which

had been received by the Board from the directors of eleven of the Federal
reserve banks., Following this discussion the representatives of the Feder-
al reserve banks, with the Governor of the Federal Reserve Board, were ap-
pointed a committee to prepare a further revision of the plan acceptable to
them. This revision was then thoroughly discussed by the Board and the re-
presentatives of the Federal reserve banks, with the result that same fur-
ther changes were m&ade.

The revised procedure in its final form, copy of which is at-
tached, was unanimously agreed to by the representatives of the Federal re-
serve banks. It has since been considered by the Federal Reserve Board and
was adopted by the Board without change, to become effective when ratified
by the boards of directors of the twelve Federal reserve banks. Please,
therefore, submit the matter to the Board of Directors of your bank at its
next meeting and advise the Board whether your directors accept participa-
tion in the Open Market Policy Conference under the plan as revised.

In the Boardfs . letter of January 23, 1930, it was pointed out
that certain working arrangements which might be necessary would best be de-
termined by the conference itself when organized. In this connection, the
representatives of the Federal reserve banks at the meeting on March 24th
and 25th voted it to be the sense of those present at the meeting that the
representative: of the Federal Reserve Bank of New York on the Open Market
Policy Conference should be elected chairman for one year; that the Execu-
tive Committee, provided for in the procedure, should consist of the chair-
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man and the representatives of the Federal Reserve Banks of Boston, Cleve-
land, Philadelphia and Chicago for one year; and that the conference adopt
a principle of reasonable rotation in the membership of the Executive Com—
mittee after the first year.

By order of the Federal Reserve Board.

Very truly yours,

E. M, McClelland,
Asaistant Secretary.

! (Eficlosure)

TO THE CHAIRMEN OF ALL FEDERAL RESERVE BANKS. i
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(Draft of pmepesed open market procedure as revised at the meeting of
the Federal Reserve Board with ¥ representatives of
the Yederal reserve banks on March 25, 1930,§
ok M@,\.M L\? Aok Fordice ¢ Foistanng Roaid )

|

! (1) The Open Market Investment Committee, as at present constituted, is
heredy discontimued and a new committee, volumtary in charscter, to be known as
the Open Market Policy Conference, is set up in its place.

(2) Te Open Market Policy Conference shall consist of a representative from
each Federal Reserve Bank, designated by the Board of Directors of the bank.

{3 (3} The Conferenocs shall meet with the Federel Reserve Board upon the call
of the Governcr of the Yederal Reserve Board or the Chairman of the Executive
Committee, after consultation with the Governor of the Yedersl Reserve Board.

(4) The function of the Open Market Policy Conference ehall be to consider,
develop and recommend policies and plans with regard to open market operatlons,

(5) The time, character and volume of pwrchases and sales shall be governed
with the view of acocommodating commerce and business and with regard to their
bearing upon the credit situation.

(6) e conclusions and/or remmmendations of the Open Market Policy Confer-
ence, when approved by the Federal Reserve Board, shall de sutmitted to each
Tederal reserve bark for determination as to whether it will participate in any
purchases or sales recommended; any Federal reserve bark dissenting from the preposed
X1t be expected to acquaint the Federal Reserve Board and the Chairmen
of the Executive Committee with the reasons for its dissent.

(7) An Executive Committee of five shall be shlected from and by the members
of the Conference for a term of one year, with full powsr to sct in the execution
of the policies adopted by the Open Market Policy Conference and approved by the
Tederal Reserve Board, and to hold meetings with the Board as frequently as may be
désirable,

(8) Bach Federal Reserve Bank participating in the Open Markst Policy Conference
shall be considered a s waiving mone of its rights under the Federal Reserve Act; each
Tederal Reserve Bark shall have the right at its option to retire as & member of the
Open Market Policy Conference, but each bexrk while a member of the Conference shall

respect its Conference obligations, "

hefadade T pmm———

AT BOARD MERTING,

MAR 231%
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FEDERAL RESERVE BANK

W. J BAILEY, GOVERNOR M. L.MSCLURE

C.AWORTHINGTON, DEPUTY GOVERNOR OF CHAIRMAN BOARD OF DIRECTORS
J.W.HELM,6 CASHIER AND FEDERAL RESERVE AGENT
JOHN PHILLIPS, JR., ASST.CASHIER KAN SAS CITY WM L. PETRIKIN

E.P.TYNER, AsST.CASHIER DEPUTY CHAIRMAN
G.E.BARLEY, AsST.CASHIER BOARD OF DIRECTORS
M.W.E.PARK, ASST.CASHIER A.M_MSADAMS

G.H. P[F=[(|h‘v ASST.CASHIER ASST FEDERAL RESERVE AGENT
N_R.OBERWORTMANN. ASST.CASHIER AND SECRETARY

oy ¢
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March 29, 1930,

Mr. E. M. MecClelland,
Assistant Secretary,
Federal Reserve Board,
Washington, D.C.

Dear Mr. MecClelland:

This will acknowledge receipt of your letter of March 25\

enclosing copy of the draft of the proposed open market procedure

as revised during the discussion at the meeting of the members of the
Board and the representatives of the Federal reserve banks on March

28. While in Washington, you called my attention to the fact that
Mr. McClure had not answered Board's letter X-6484, dated Jamuary 23,
1930,) outlining a suggested procedure for the Open Market Policy
“CEﬁ?érence and I stated that I would bring it to his attention on my
return. Since the entire matter was so thoroughly discussed and some
slight changes suggested in the procedure at the conference of March

24 and 25, I assume it will now be unnecessary for Mr. MecClure to meke
any comment on the letter of January 23. It is noted that the revised
procedure suggested will be formally considered by the Board and trans-
mitted to this bank for final submission to our Board of Directors in
the form approved by the Board at such time.

Very truly yours,

CAW:L

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

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

FEDERAL RESERVE BANK
OF DALLAS 3

S
%y
¥

‘ -

Marech 29, 1930,

Federal Reserve Board,
Washington, D. C.

Gentlemen: Attention Mr, E. M, McClelland, Asst. Secy.

Your letter of March 25\ enclosing copy of the draft of

e ST A i
the proposed open market procedure at the meeting of the members
of the Board and representatives of the Federal reserve banks on
that date, has been received.

I brought a draft of this memorandum home with me but

I understand that the Federal Reserve Board has nct yet acted

upon it.

Yours very truly,

.~

Governor
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

March 28, 1930
_X-

SUBJECT: Revision of Open Market Procedure.

Dear Sir: Ry

[

Under date of January 23, 1950&\& letter was addressed to each
Federal reserve bank advising of adoption by the Board of a revision
of the open market procedure made effective in April, 1923. This
letter expressed the belief of the Board that the procedure adopted
contained the essentials of a workable plan designed to give expres-
sion to the common interests of the Federal reserve banks in matters
of open market policy and to provide a reasonable and practicable
method for joint action. It requested that after each bank had had
time to consider the plan its views thereon be forwarded to the Board.

On March 24th and 25th, & meeting was held for the consideration
of open market policy attended by representatives of the twelve Fed-
eral reserve bankse At the conclusion of the regular business, a
thorough discussion was had regarding open market procedure in the
light of letters which had been received by the Board from the di-
rectors of eleven of the Federal reserve banks. Following this dis=-
cussion the representatives of the Federal reserve banks, with the
Governor of the Federal Reserve Board, were appointed & committee to
prepare a further revision of the plan acceptable to theme This revi-
sion was then thoroughly discussed by the Board and the representatives
of the Federal reserve banks, with the result that some further changes

were apeemuraws iadl . ;
.&a&f’ s

The revised procedure, copy of which is attached, » considered
by the Federal Reserve Board addibts-meehing—tedey and was adopted by
the Board without change, to become effective when ratified by the
boards of directors of the twelve Federal reserve banks. FPlease, there-
fore, submit the matter to the Board of Directors of your Bank at its
next meeting and advise the Board whether your Directors accept parti-

cipaticn in the Open larket Folicy Conference under the plan as reviseds

In the Bogrd's letter of Jamnuary 23, 1930, it was pointed out that
certain working srrangements which might be necessary would best be
determined by the conference itself when organizede 1In this connection,
the representatives of the Federal reserve banks at the meeting on

CZ%4»¢9¢/ ‘ ajf1z@4£ ' b&L&©Z:EE€Z£04 97Zii£
FR Feviles, obt‘ﬁmaiww W ?(
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March 24th and 25th voted it to be the sense of those present
at the meeting that the representative of the Federal Reserve
Bank of New York on the Open llarket Folicy Conference should
be elected chairman for one year; that the Executive Committee,
- provided for in the procedure, should consist of the chairman
and the representatives of the Federal Reserve Benks of Boston,
Cleveland, Fhiladelphia snd Chicago for one year; and that the
Conference adopt & principle of reasonable rotation in the
membership of the Executive Committee after the first year.

By Order of the Federal Reserve Board,

Very truly yours,

Ee ¥o Me Clelland,
Assistant Secretary

(Enclosure)

To the Chairmen of all Federal reserve bankse

L el L Ty vy 4
- o

AT BOARD MEETING,

MAR 31 1930
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO

‘THE FEDERAL RESERVE BOARD
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SUBJECT: Revision of Open Market Procgﬁure.
i {{

Dear Sir:

Under date of January 23, 1930, a leliter was addressed to each
Federal reserve bank advising of adoption/by the Board of a revision
of the open market procedure made effective in April, 1923. This
letter expressed the belief of the Boaré'that the procedure adopted
contained the essentials of @ workable Plan designed to give expres-
sion to the common interests of the Federal reserve banks in matters
of open market policy and to provide a reasonable and practicable
method for joint action. It requested that after each bank had had
time to consider the plan its views thereon be forwarded to the Board.

On March 24th and 25th, a meetihg was held for the consideration
of open market policy attended by ré¢presentatives of the twelve Fed-
eral reserve banks. At the conclugion of the regular btusiness, a
thorough discussion was had regarding open market procedure in the
light of letters which had besn received by the Board from the di-
rectors of eleven of the Federal:reserve banks. Following this dis-
cussion the representatives of ﬁhe Federal reserve banks, with the
Governor of the Federal Reserve Board, were appointed a committee to
prepare & further revision of fhe plan acceptable to them. This revi-
sion was then thoroughly dlscussed by the Board and the representatives
of the Federal reserve banks, with the result that some further changes
were agreed upon.

The revised procedure, copy of whloh ‘is attached, was considered
by the Federal Reserve Board at its meeting today and was adopted by
the Board without change,; to become effective when ratified by the
boards of directors of the twelve Federal reserve banks. Please, there-
fore, submit the matter/to the Board of Directors of your Bonk at its
next meeting and advisé the Board whether your. Directors accept parti-
cipatlon in the Open Mhrket Policy Conference ﬁnder the plan as revised.

gﬁ// Bb rd eve as re a8 is irefy woake
tect rxgh qh{ses f hﬁe 1nd 5”e’i'

ederal Reserve Bank of St. Louis
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Tn the Board's letter of January 23, 1930, it was pointed out
that certain working arrangements which might be necessary would

best be determined by the conference itself when organizeds In this
connection, the representatives of the Federal reserve banks at the
meeting on March 24th and 26th voted it to b% the sense of those
present at the meeting that the representative of the Federal Reserve
Bank of New York on the Open liarket lolicy Copference should be
elected chairmen for one year; that the Executive. Committee, provided -
for in the procedure, should consist of the ¢ airman and the repre-
sentetives of the Federal Reserve Banks of Bogton, Cleveland,
Philadelphia and Chicago for one year; and that the Conference adopt

a principle of reasonable rotation in the membership of the Executive
Committee after the first year.

By Order of the Federal Reserve Board.

Very truly yours,

%; M. MeClelland,
Aggistant Secretary

(Enclosure)

To the Chairmen of all Federal reserve benks.
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OFFICE OF
GOVERNOR

.

FEDERAL RESERVE BANK

OF ATLANTA

arch 28, 1930.

Mr, E. !, McClelland,
Assistant Secretary,
Federal Reserve Board,

Tashington, D. C. /Z

Dear Mr, MeClelland: , ,
P g -

‘ thank you for your favor
of March 2&th\ sending me copy of draft

0T The proposed open market procedure,

as 1t was revised during the discussion
at the meeting of the Board and repre-
sentatives of the Federsl Reserve Banks
on March 25th,

With my regards, I am

P Governor.,
P

ttp://fraser.stlouisfed.org/
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FEDERAL RESERVE ;;éANK OF CHICAGO

230 SOUTH LASALLE STREET &R

OFFICE OF THE GOVERNOR March 28, 1930,

Mr. E. M. McClelland, Ass't Secretary,
Federal Reserve Board,

Dear Mr. McClelland: -

r//(/;ﬁﬁm pleased to €§knowledge receipt of
your letter of the 25th instant, Jenclosing copy of the

revised draft of the proposed open market procedure,
prepared at the recent meeting of the Open Market Committee
for submission to the Federal Reserve Board.

Very truly yours,

,—/

LK. = Governor. >
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FEDERAL RESERVE BANK

‘\»‘J
Y
1,

oF New YORK

flarch 27, 1930.

Let me acknowledgze ia benalf of Mr. Case and mygelfl
o uf

“tine Board's letters of Marca 28 jtransmitiing the draft of the

proposed open market procedure, as revised zt the meeting of

reprecentatives of the Federal reserve bsnits witn the Federal
fieserve Doard on sarch 25. e note taat the Federal lieserva
Board will consider this‘proposed procedure and submit a draft

including its own suggestions at a later date,

Very truly yours,

1
Yo llandolph Burgess
Assistant Federal Keserve Agent.

Lire =. L. licClelland,
.Assistant Secretary,
Federal Regerve Board,
Woshingtoyy U, C.
e e
TBJH/
-

e

&)

/
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FEDERAL RESERVE BANK

OF RICHMOND

March 27, 1930.

Mr. E. M, McClelland, Assistant Secretary,
Federal Reserve Board,
Washington, D. C.

Dear Mr. McClelland:

I thank you for your letter of the 25th \aending
me a memorandum verbally corrected giving the ‘proposed pro-
vigions relative to the Open Market Policy Conferemce. I
understand of course that this is merely a memorandum sug-
gested at the recent conference, in which Governor Young
participated, and that it has not yet been approved or acted
upon by the Board.

Very truly yours,

GJ S-CCP /
2y

Governor.
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3-2¢-39
At the meeting of the Board om March 28, fellowing a vote to reeonsider
the Board's astion of Jamuary 16th in approving tho open market procedure submit-
"ted to the banks with the Boerd's letter of Jamry 85 1950, ¥r. Miller moved

/X»y?xw
that the third, sixth and seventh p-ragraphn of the proposed revision be amended

40 read as follows:

»(3) The Conference shall meet with the Federal Beserve Board upen
tho eall of the Govermor of the Federal Reserve Board,

»(¢) Tho conclusions and/or reccmmendations of tho Open Market
Policy Conference, when approved by the Federal Reserve Beard,
shall boe submitted to emach Federal Reaserve Bank for determina-
tion as to whether it will participate in any purchases or sales
recommended; any FPederal Reserve bdank dissenting from the pro-
posed poliey shall bo expected to acquaint tho Federal Reserve
Board with the reasons for its dissent.

*(7) An Executive Committee of five shall be selected from and
By tho members of the Conference for a term of one year, with
full power to act in the execution of the policies adopted by
the Open Market Policy eonroronoo, and approved by the Federal
Reserve Board."

The Three mntn mod by ur. Miller were voted upon sepa~
rately and lost, JNEEE : L R O

BRI IR R O R A A KR T E R R A X

'nr. Jemes moved that tho revised procodure bo adopted by the
Boaxd, te beeoms effective when ratified by the boards of direst~
ors of the twelve Federal Reserve banks.
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March 25, 1930,

Dear Sir: 3 -2 5 3)

There is eaclosed horéwuh. merely for your
information, copy of the draft of the proposed oron
market procedure as it woas revieed during the dias-
cugssion st the resting of the mebers of the Board
znd represantatives of the Yederal reserve banks
today. It is understood, ¢f cuurse, that the asug-
gosted ~rocedure will be form:lly considered bty the
Federal Revorve Yoard and trans:itted to your bonk
for finasl submission fo your Board of Directors when
and in the form aonroved by the Toard.

Vory t.rﬁly yours,

seroed) B M. MeCleolanc:

Fe Mo ’50019118”(,3,
Aszistant Secret r:.

Mi. e e Faddodk, Deouty Governor,
Federal Leserve Bank,
Boston, hasszchusettco,

maclosura.
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March 25, 1930,

There te enclosed herewith, merely for
your information, motmudé\ of the pro-
POoeed spen maviced prasedure as It was revised
anring the dissussion at the nmseting of the
muchers of the Board and repressntatives of the
Yodsyal reserve damks today. It is undaretood,
of sourse, that the suggested procedure will de
formally considered Yy ths Federal Reserve
Noard and transmitted S0 your baxk for fiasal
sultmission t0 your Board of Direstors when and
in the form approved by the Board.

VYery syaly yours,
&Wﬁed) P. M. MoUieiano.

E. M. NeClelland,
Assietant Secretary.

¥r. %. R. Dargess, Asting Secrstary,
Tedaral Ressrve Bank,
Yew York, X, Y.

molomare.

3,
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March 25, 1920.

Dasy 8irs -

There is enclosed harewith, merely for
your informmtion, o0py of (he draffi of the pre-
posed opens maxked presedure as 1t was revised
dnriang the dissussion at the maeting of the
mmbers of the Board and representatives of the
Yoderal recerve dasks doday. It is understoeod,
of sourse, that the suggested procedurs will be
formally considered Yy the Tederal Reserve
loard and transmitted %0 your dask for fisal
sulmiusion to your Board of Direstors whem and
in the form approwved by the Beard,

Yory truly yours,
N Tl ) A B WO RS b s

E. ¥. MoClellang,
Assistany Searetary.

Nr. ¥. R. Davgess, Aoting Seoretary,
Yedersl Reserve Bank,

Bew York, N. Y.

Enolosare.
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¥arch 35, 1930,

Deaxr S4ir:

Thers is enclosed herevith, merely fer
your information, cepy of the draft of the pro-
posed gpen market procedurs as it was revised
during the dlsoussion a$ the meeting of the mem
bers of the Board and yepresentatives of the
Tederal reserve barke $odey. IS is understoed,
of course, that the suggested procedure will de
formally considered by the Federal Raserve Board
and trasemitted to your dask for fimal submission
to your Board of Direstors when and in the form
approved by the Teard.

Yory truly yours,

E. M. NoClelland,
Asaistant Secretary.

Mr. J. H, Oase, Chalrman,
Pederal Ressrve Bamk,
Yow York, X. Y.

Enclowure,
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March 35, 1930,

Dear 8iry

here is snclesed herevith, merdly for
your informstion, copy of the draft of the pro-
possd open market pretedare as it was revised
during the discussion at the meeiing of the
members of the Board and representatives of the
Yedaral reserve danks today. It is undarstood,
of sourse, that the suggested procedure will Yo
formmlly considersd by the Federal Reservs Board
and transmifted to your daxk for final submission
%0 your Board of Direstors whem axd in the fora
approved by the Board.

Vory truly yours,

B XK. Mldlmd,
Assistant Secretary.

Nr. George W. Norris, Governor,
Tedersl Reserve Bawk,
Thiladelphia, Pennsylvania.

Enclosure.
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Mareh 28, 1930,

Dear Sir:

There s encloned derewith, merely for your
information, copy of the dvaft of the proposed opem
myket prosedure as 1% was revised during the dle-
wussion at the moeting of the members of the Board
and repressciatives of the Toderal ressrve danks to-
day. It is wnderstocd, of course, et the suggasted
procedure will be formally considered by the Federa)
Hesorve Board and transmifted o your dank for final
sudmission to your Board of Directors whem and in
the form appreved by the Board,

Yery sruly yours,

B. M. MeClelland,
Assistant Searetary.

¥r. B, 1. Fancher, Governor,
Tedaral Boserve Bank,
Cleveland, Ohio,

Eaolosere.
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Mareh 35, 1930,

Dear S8irs

™ere is snclosed harewith, marely for your
informtion, copy of the drafé of the proposed
open marked proosdurs as it was revised daring
the discussion at the =aweting of the nembers ef
the Board and representatives of the Fedsrsl Te-~
serve dmuks today. It is understood, of course,
that the suggested presedurs will b%e formally '
eonsidaved by the Federul Reserve Woard and trane-
mitted %0 your dazk for fipul sadmission to your
Poard of Direstors when and in the foywm approved
by the Board.

Yory tmly yours,

hined) B MoeUiehane

B. M. NMoClelland,
Asgistant Secretury,

‘?t George 4. Geay, Oovernor,
Reserve Bank,
Richmond, Virginia,

Bnclosure.

oA ‘a-l?
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Nareh 28, 1930,

Dear Sir:

There i3 enclosed herewith, merely for
your fuformation, eepy of the draf$ of the pro-
posed epen marked pretedure as % was Yevised
dnring the discussion at the meeding of the
Board and representatives of the Federal ressrve
baniks today. IS is undarstood, of course, that
the suggested procedure will be formally comeid~
ored Dy the Pedaral Reserve Board and travemitted
10 your deak for final sulxission %o your Board

£ Direstars whon and in the form sppreved Yy the
Board.

VYory truly yours,

e B TRRE w0

2. M, NoClalland,
Asni giant Segretary.

¥r. %, B. M| Boveraoor,
Tedara)l Resorys Bank,
Atlonts, Oworgis.

Baslosurs,



D
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Narch 38, 1930.

Desr Sir

Thers ia snclosed herewith, merely for
your iaformation, copy of the draf4 of the pro-
posed spen market procedars as it was revised
taring the 4lsminsion at the meeting of the mem-
Sers of the Beard and representatives of the
Pedoral ressrwe danks today., It is waderstood,
of course, that the suggesied prooedurs will de
formally oomsidered by the Yedaral Reserve Board
and travsmitted to your bank for fisal submis~
slon $o your Board of Directors whem and inm the
form approved by the Doard.

Yory truly yours,

B. K. ¥MoClelland,
Ausistant Secarsiary.

N¥r. J. B. KeDougal, Govermor,
Tederal Teserve Daxk,
Chiongo, Illinmcis.

Enslowre.
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March 28, 1930,

Dear 8irs

There is enclesed herewith, merely for
your infermation, o0py of the draft of the pro-
possd epen parket prosedurs as it vas revised
faring the 4&iecussion at s mweting of the
nendbers ¢f the Board and representatives ef iha
Tederal resorve Jaaks today. It i» understood,
of course, that the suggested procedure will
Yo formally oconsidersd dy the FPederal Ressrye
Board and tranmmitted 40 your bank for final
sbatiesion to your Board of Directors shen and
in the form approved by the Board.

Yory truly yours,

IQ “Q uwl‘lm‘
Assistant Secretary.

¥r, Willism McC. Mar$in, Govermor,
Yederal Beserve Bank,
g%. lLouis, Missouri,

melosurs.
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March 28, 1830.

Deay Sim

There is snclosed herewith, merely for
your information, eopy of the draft of ¥he pro-
posed epen market procedurs as it vas revised
Saring the disoussion at the mesting of the
menbers of the Board sad:representatives of the
Podaral reserve maks today, It is understood,
of course, Vhat the suggested procedure will
Yo formally considered Yy the Yedamsl Reserve
Poard and Sranamitted S0 your daxk for final
submission %0 your Boerd of Direstors when ond
in the form approved YWy the Board.

Yory truly yours,

oed) B M. MeOeitaxic:

B. M. NoClelland,
Assistans Seorstary.

Yederal Reserve Bazk,
Minnsspolis, Minnesota,

Enclosure.
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Harch 25, 1930,

Dear Sirs

hers is enclosed haerewith, merely for
your informetion, copy of the draft of the pro-
posed epen narket proosdure as it was revised
Suring the discussion at the aeeting of the
nemders of the Board and representatives of the
Yoderal reserve bdamke today. It is wnderstood,
of course, that the suggested procedure will e
formally comaidered Yy the FYederal Reserwe Boerd
and transmitted to yowr dask for final sabtwie-
sien %0 your Boerd of Diresctors when sad in the
fom approved Wy the Board,

Yory traly yours,

E. M. MoClelland,
Assistant Secretary.

Mr. C. A, Worthingtos, Deputy Governor,
Yederal Beserve Bank,
Xansas City, Misscuri,

Inolesure.

Prgr\ﬂ,‘k"}d by
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March 25, 1930,

Dear 3iry

There is snclosed herewith, merely for
your information, sopy of the draft of the pro-
posed epen marke$ proocedwre as i$ vas revised
auring the disonssion at tha meating of the
mombers of the 3eard and representatives of the
Tedaral reserve dagks today. It is understood,
of coures, that Whe wgzgesied proocednre will Ve
formally considered Ly the Yederal Resorvs Board
and transmiitted t0 your deank for final satmie~
sion 40 yowr Noard #f Directors when and in the
form spproved by the Board.

Yery truly yours,

(Mgned) E. M. McClelian:.

2. X, ml‘lmd.
Ansistant Secretary.

Mr. lyan P. Talley, Governor,
Yederal Reserve Barnk,
Dallas, Texzas,

Znalosere.

T oA e
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March a&. 1830,

Dear S4r: "

o P

hers is enclosed herevith, merely for
your infarmstion, copy of the draft of the pro-
vosed opsn mariket procedure as 1% was revised
during the diegusaion at the mesting of the
mexiders of the Board sad: representatives of
the Yedaral ressrve banks today. It is under-
stood, of course, that the suggested procedure
will be formally considered by the Fedsral Be-
serve Doard and transmitted to your bavk for
fisal malmiscion %o your Board of Directors
when and in the form approved by the Board.

Yory sruly yours,

A e ) T WL SO e e

Ee M. MXOJJ.&M..
Ansistant Secretary.

Mr. J. U. Calkins, Govarmor,
Fadorsl Reserve Bank,
San Francisoo, California.

RZuslowmrs.

~A
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(1) The Open Narke. «vustme,.. Committeé, as at presont const .uted, i"?'aﬂ o
heredby discontinued and\a new cémmittoe, tolnntary in ohargctor, to be known &s N
the Opeh Market Polioy Conferente, is set up in its place. 5T )

(2) The Open Market Policy Conference shall consist of a representative from
each Federal Regorve'Bnnk, designﬁted by the Board of Directors of the banke

(3) T™e Conference shall méet with the Fed;:gl Reserve Board upon the call
of the Governor of the Federal Reserve Board or the Chairmen of the Executive
Comi.ttee,; after consultation with the Governor of the Federal Reserve Boerde

(4) The funotion of the Open Market Polioy Conference shall be to consider,
develop and recommend poliocies and plans with regard.to open market operations.

(5) The tige,charscter and volume of purchases and sales shall be governed
with the view of accommodating commerce and business and with regard to their
bearing upon the oredit situation.

(;) The oconclusions and/%r recommendations of the Open Market Policy Confer-
ence, when approved by the Federal Reserve Board, shall be submitted to sach
Federal reserve bank for determination as to whether it will participate in any
purohnsosfbr ssles recommended; any Federal reserve bank dissenting from the pro-
posed polic; 'g,bo expeoted to acquaint the Federal Reserve Board and the Chairmen
of the Executive Committee with the reasons for its dissent,

(7) An Executive Committee of five shall be selected from end by the members
of the Conference for a term of one year,‘with full powa;\¢o sot in the execution
of the policies adopted by the Open Market Policy Confbrengo end epproved by the

Federal Reserve Board, and to hold meetings with the Board as frequently
desirables -

&8 mey be

(8) Bach Federal Reserve Bank partioipeting in the Open Market Policy Conferemce

shall be oconsidered as waiving none of its rights under the Federal Reserve Act; each

Federal Reserve Benk shall have the right at its option to retire as a member of the

Open Market Policy Conference, but each bank while a mem?or of the Conference shall

respeot its Conference obligations, SO At i
P RO e

& Ko raged WAR 261330
_ - 15
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\
(1) T™he Open isrket lnvestnemt Ommaittes, as &t present eonstituted, is
l herody disoontinued and & new somuittes, velwntary in charecter, to be kmown ss
' the Opah larket rolicy Conforenss, is set up in its plaves
(2) T™he Open !mrkst ioliey Conference shull oomsist of & represmtative from
ossh Pederal Resorve Denlz, designated by the Board of Direstors of the benke
(3) The Oonfercnoo shall miet with the Fedeysl heserve Doard wpon the wsll
i of the Governor of the Federal Reserve Board or thw Cheirman of the xecuilve
Comeittes, Aftor ecnsultstion with the Governor of the Fodersl Reserve Somrde
" {4) The fimetion of the Opmn inviet ivlicy Conference shall be to eonsidor,
 develor and recowmnd polisies snd plans with regard to open myloet operetionse

(5) The tiye,oharactsr and volume of purehases and sales shall be governed
with the visw of acocosmodating comuerve sad businoss and with rogart to thedr
besring upon the eredit situstione ‘

(6) ™e ecnslusions sndfor resommmdstions of the Open !mrket iollay Confare
ence, when approved by the Federsl Ressrve Board, shall be subuiited to eash
Federsl reserve benk for detorminatim ms to vhether it will partisipate in sny
pupehases or sules yesomunded smy Federul reserve bank dissmsting fyom the pro-
mpoxwwégummwmmmmmmudﬁﬂmmm
of the Rwseutive Comsittec with the yessoms for its dissemts |

(7) An Zmsoutive Cummittes f five shmll be selcoted from snd by the nembors
of the Confevense for & term of e year, with full power to set in the exseution
etthopammmdbvﬁuﬁmw?olwmm«ﬁpmm . the
Foderal lieserve Doard, snd to hold meetings with tho Doard as frequontly as .ay bo
deairables

(3) Bach Federal Reserve bank partieipsting in the Opem lmrket  olicy Conforemce
ghall be sonsidersd ss waiving nono of its rights undor the Federal Rescrve ‘otj eaeh
Podernl Reserve Bank shall hnve the right at its option to retire as & moubor of the
Dpen Mpiet Poliay Conforenco, but esgh bank while & member of the Conferonce ahnl)

respest its Conferonse obllgetions.
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The Commi$tes sppointed at the meeting of the Federal Reserve

Boaxrd with the representatives of the twelve ﬁderal reserve hanks yes-
texday, met at the Carlton Hotel last evening and adopted the attached
revised draft of a proposed open market procedure.

It was also voted to be the sense of the representatives of
the Federal reserve banks present at the mofing that the representa-
tive of the Federal Reserve Bank of New York be elected Chairman of the
Conference for one year; that the Executive Committee provided for in
the proposed procedure should consist of the Chairman and the represen-
tatives of the Federal Reserve Banks of Bostonm, Oleveland, Philadelphia
and Chicago for one mr; also, that the Conference adopt the principle
of reasonsble rotation in the membership of the Executive Committee after

the first year,

AT BUOARD MEFTING,
MAR 40 1930

| Uy el 532, -
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(1) ‘The Open Market Investment Committee, as at present constituted,
to be discontimued and & new committee, to be known as the Open Market Policy
Conference, to be seat up in its place.

{(2) 'The Open Market Policy Conference to consist of & representative
from each Federal Reserve Bank, designated by the Board of Directora of the benk.

(3) The Conference to meet with the Federal Reserve Board upon the call
of the Governor of the Federal Reserve Boerd or the Chairman of the Executive
Camnittes, after consultation with the Governor of the Federal Reserve Board.

(4) '"The function of the Open Market Policy @onforenco to0 be to conai~-
der, develop and recommend policies emnd plans with regard to open market operations.

(5) The time, charecter and volume of purcheses and szles to be gov~
erned with the view of accommodating ooimerce and business snd with regard to
their bearing upon the credit situation.

(6) The conclusions and/or recommendations of the Open Market Policy
Conference, when approved by the Federal Reserve Board, to be submitted to each
Federsal reserve bank for determination as to whether it will participate in any
purchases or sales if reconmeﬁded; any Federal reserve bank dissenting from the
proposed policy to he expected to acquaint the Federal Reserve Board and the
Chairmen of the Executive Committee with the reaaohs for its disaent.

" (7) A Cammittee of five to be selected from and by the members of the
Conference for a term of one year, with full power to act in the execution of the
policies adopted by the Open Market Polioy Conference and approved by the Federal
Reserve Board, &nd to h,old meetings with the Board as frequently as may be de-
sireble.

(8) Each Federal ressrve bank to have the right, at its option, to Te-
tire es a memher of the Open Market Policy Conference; no member of tﬁe Conferance

to be considered as waiving any of its rights under the Federal Reserve Act with

igitized for FRASER
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with respect to the purchase and sale of aecurities, but each member of the

|
Conference will reapect ita Conference obligatiocns.

AT BOAGD 'iiléiﬁhpg.
MAR 49 1930
@.
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Excerpt fram the minutes of the meeting of the Federal Reserve Board with the
Open Market Policy Conferense on March 25.

The revision submitted by the Cammittee, particularly the points of
difference from the procedure adopted by the Board on Jamuary 16ih, were thorouth-

ly discussed. Several suggestioms for changes were made with the result that the

revised procedure was further amended so &s %o read as follows:

igitized for FRASER
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To 211 Meubers of the Board:

-2 87 B
The Committee thet was suggested yesterday afternoon to draft an

oren market procedure for the System met lgst evening at the Carlton
Hotel and after much discussion and meny compromises, the attached
draft was finally approved unanimously by the committee. I believe
that it meets many of the criticisms that were made by the various
boards of directors, but not all. Nevertheless, I do believe that "
after the directors of the various reserve banks learn that their
representatives have agreed to it unanimously that they will no doubt
adopt 1t.

The eighth section was included on my suggestion for certain
specific reasons, which are as follows:

1. No board of directors would care to treat its responsibilities
and duties under law in such a light manner as to assign those
duties and responsibilities under all occasions and conditions, and
I believe it advisable under the arrangement to specifically mention
the rignts that they have under the law.

2. From & practical standpoint, however, I do not believe
that any Federal reserve bank would withdrsw from representation in
the Open Market Policy Conference exc&pt with great reluctance, even
though their board of directors may frequently dissent from the policy.

3. If one or several of the smaller banks should elect to
withdraw, I still believe that the committée would be in a position
to function. If, however, one or several of the larger Federal
reserve banks should elect to withdraw, the probabilities are that

the committee plan would have to be abandoned, and open market

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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operations would have to be handled by regulation. Regardless of
what has happened in the past, however, I believe this to be a very
remote possibility.

I realize that this procedure will not meet the approval of my
coileagues in every detail, but I do believe that if this is
approached in the same attitude of mind that the various committee
members approached it last evening in conference, any objections will

be trivial,

- - e

A'Y BQ% R I

MAR 40 1930
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iaxreoh 88, 1930,

nw 1% usanimously thas shey will no doud$ adapt

The sighth sestion was insluded on my suggestion for certain specifies
reasons, whish are as follows!

(1) ¥o Boaxd of Direcsors would care $0 treat its responsibvilities and
duties under the law in sush & 1light mumer as $0 assign those duties and respon-
aibilities undexr all cesasions and conditions, and I believe it advisable under
the arrengement %0 spesifically msntion the rights that they have under the law,

(2) Frem a pruotionl standpoins, howsver, I 40 not believe that any
Federal ressrve bank would withdvew fyom represantation in the Open Market Policy
Conferense amsedt with great relustanss, even though thsir Board of Direotors
may frequently dissent fxom the polisy.

(8) I ome or several of the mmller banks should elect to wishdraw,
I stil]l belisve that the Comittes would be in a posisiom so fungtion, If, how-
ever, sas or sevaral of the laxgur Fedsrel resarve banks should elset to withdrew,
the probabilisies are that the eamdttes plan would have %0 be abandoned, and open
mriket operations would have $e be handled by megulation. Regardless of what has
bappened in the past, hewever, I believe this %0 be & very resmote possibilisy,.

£:yealize that this prosedurs will not meet the approval of my solleagues
in every detail, but I do balieve that Af this is approached in the same attitude
of mind that the varicus camittes mmmbers approashed it lest evening in sonfer-
ense, any objessions will be trivial.
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Excexrpt from mimutes of meeting of the Federal Reserve Board with the Open Mar-
ket Policy Conference on March 24 ’ 1930.

wkxxk%  the question of open market procedure was taken up in the light
of the replies received from eleven of the twelve Federal Reserve banks to the
Board's letter of Jamary 23rd, 1-6484, requesting the views of the banks on the
procedures approved by the Board at the meeting on Januery 16th.

Mr. Hamlin presented a digest of the replies prepared by him.

At.-the eonclusion:-of the discussion, Mr. James moved that a coamitiee
be appointed for the purpose of preparing, based on the letters received
from the Federal Reserve banks and suggestions made during the discussion
at this meeting, a revision of the proposed procedure to be submitted to
the Conference and the Board tomorrow and later to the Pederal Reserve
banks.

Governor McDougal moved, as an amendment, that the Committee con-
sist of all representatives of the Federal Reserve banks present and. the
Governor of the Pederal Reserve Board.

Mr. James accepted the amendment proposed by Governor MeDougal and
his motion, amended, accordingly was put by the Chair and garried.
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OPEN MASKET POLICY COMKITTEE g2 -3 0

Carded

Analysis of Replies of the Federal Reserve Banks to Board's Letter
dated Jemuary 23, 1930. | X~ & ¥

(Mo renlies received from the Richmond, Zansas City or Dallas Banks. )

1. Board's letter: - Changes name to Open Market Policy Conference.
New York prefers present name.
Cleveland objects, and prefers old name.

Other banks do not mention this.

= - - -

2. Board recommendation: - Bach Federal reserve bank to be repre-
sented on the Open Market Policy Conference.

Zoston:
Suggests representation by the Governor, or by an
officer designated by the Board of Dirsctors.

Yew York:

To be composed of representatives of the twelve Federal
reserve banks, provided an effective operating committee is
anyointed with full authority to execute ginroved plans or
policies.

Committee should be composed of Governors.

We do not ovject if other 3oards of Directors should
apnoint other representatives.

Philadelphia:
Not material whether Goverzmor or other repnresentative
be designated by Directors.

Chicago:
Zach Federal reserve bank should be revresented.

San Francisco:
The Board of Directors has designated the Governor as
its representative.

3. Board letter: - The Conferences should meet with the Federal Reserve
Board at such times as may be arranged by or with the Board.

Digitized for FRASER
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o X-5525

Boston:
Suggests amendment so that Executive Committee can hold
meetings on own initiative as well as on call of Zoard.

New York:

¥e assume that meetings of the Committee, or the Executive
Cormmittce will be called by the Chairman of the Committoe after
consultation with the Goveirnor of the Federal Rescrve 3Beard,
whenever desired by the Board or by the Committec.

hiladelohias

Asserts the right of the Committce to mcct whencver in
the judgment of the Zxecutive Committee a mesting is advisable.

Objects to the provision of (3) that the rcpresentatives
of the banks shall mcct with the Board.

This fails to observe the distinction running through the
Act that the banks are the initiators of all traasactions,
subject to the review and coordinating authority of the Foderal
Reserve Board.

The Board cannot properly review nmolicies in the framing
of which it oparticinates, nor should it take any part in the
routine exccution of policics which it has apnroved.

Objects to provision that the Conferonce shall moet only
at such timcs as may be arranged by or with the Board. This
would give the RBoard an absolute voto power over mecting
of the Committee.

The Soard has a veto mower over the recommendations of
the Committce, but should not have a veto power over its
mcetings.

The Exccutive Committee should have power to call a mceot-
ing at any time.

Clevoland:

We believe that mectings of the Committec should be called
eilther by thc 3oard or by the Exccutive Committco.

Two of thc regular mocctings of the full Committee should
be held at the time of the semi-annual Governors'Conference.

Chicago:

The Chairman of the operating body should be authorized
to call a meeting of the body at request of two or more members.
The Federal #eserve 3oard could always call the body together.

4, RBoard letter:- The function of the Open Market Policy Conference
should be to consider, develop, and recommend plans with regard
to the purchase or sale of securities in the open market.
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Chicago apnroves this.
The other banks do not mention it.

Board letterr - The time, charactcr, and volume of such purchascs

and sales to be governed with the view of accommodating com-
merce and business, and with regard to their bearing wpon the
credit situation.

The banks do not comment on this.

Board letter: - The conclusions and (or) recommendations of the Qven

Mariet Policy Conference to be submitted to each of the *ederal
reserve banks and to the Federal Reserve Board for consideration,
and (or) action.

Zoston:

Suggests amendment so that conclusions or recomnendations of
the Onen Market Policy Conference shall be subject only to the
approval of the 3Zoard.

Yew York:

Tne policy as to purchase or sale of Government securities
should be made subject to review at any time that may scem wise
either to the Roard or to the participating banks.

We recognize that the banks and the Board have a joint
interest in the matter of oven market policies with respect
to purchase and sale of Govermment securities.

Philadelnhias

Fcels that the function of the Federal Reserve 3Joard is as
a supcrvising and coordinating authority, rather than an originat-
ing or operating body.

The Foderal Resorve Board letter transforms the Committee
into a Conferecnce, the conferees consisting of a rcpresentative
of each Bank and the Federal Reserve Roard.

The Board's draft that the recommendations of the Conference
should bo submitted to cach bank for consideration and, - or -
action, is a very cumbersomc requircment waich might orovent
prompt action and prove disastrous.

" The Board should not be put in the vosition of having to
consider and decide molicics which it has assisted in framing.

Thesc policics would not represent, as they now do, the
uninfluonced and indcpondent viows of the banks subscquently
allowed or approvcd by the Board, but would bo the outcome of
a wholly cxtra-legal conferonce, in which the reviewing
authority had participated ab initio.

ederal Reserve Bank of St. Louis
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Cloveland:

Ovjocts to (6) as cumborsome, rotarding action, particularly
in cmergencics.

Profers rocommcndation of Governors that the full Committee
shall considcr and act unon the rccommcndations of the Executive
Committce, and shall then meet with the Board to discuss those
rocommendations before action by the 3oard.

Chicago:

Objects to (6) as unworkable.

Bach bank should dclogate authority to its ropresentative
on the Conferonce to act for his bank at all mcctings of the
Confecrence.

San Francisco:

Sug:ests that the conclusions and (or) recommendations of
the Conforcnce shall be submitted to the Fedoral Reserve Board
for consideration, and if apvroved by it, shall theroupon becomo
immediately operative, to be participated in by ecach Fedcral ro-
socrve bank as it may deem cxpedicnt.

7. BRoard letter: - A Committce to be kmown as the Onen Merkct Executive
Committes to be constituted for tho purnosc of oxccuting such pur-
chasas and salss of sccuritios as have bocn approved by the Foderal
resorve banks and the Fedoral RIcscorve Board.

Boston;
Sugsosts amcndment to give Exccutive Committec nower to

carry out policics agroed on by th:z Confercace through onon

mark:t opcrations, subject to the roviow and coordinatiag

authority of tho Fedoral Resorve Board.

Now York:

The Committce (prosumably also the Exocutive Committee)
should have authority to execute amproved plans and nolicies
in behalf of such banks as care to »articinate.

Tne meetings of the Committee, or the Executive Cormittee,
should be called by the Chairman of the Conmittee after con-
sultation with the Governor of the Federal Reserve Board, when-
ever desired by the Board or by the Committee.

Philadelphia:

Objects to provision that the Open larket Committee shall
merely execute purchases and sales which have been ayproved by
the banks and the 3oard. ‘

This would wut tho Committee in a position little better
thon that of a broker or dealer.

The Ixecutive Committee should continue to kecp closc watch
upon financial duvelooments, and aaticipate as far as vossible
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situations likely to arisc, and be propared to formulate rocom-
mendations and sugziestions for the comsideration of the full
Committco.

Cleveland:

The Txccutive Committes should have power to carry into
offeet the policics recomuended by the full Committoc and
somroved by the Zoard, os roecomacnded by the Governors.
komborship of the Bxccutive Committce shotvld be rotating,
so that the Governor of cach bank within over-night traveling
distance from Washington would servo at agoropriate times.

The Governor of the NMeow York Bonk should be a »ormancnt
member and act as Chnirman of the full Coumittee, and of the
Txecutive Conmittee, as the Committee's overations must
obviously be carried on in New Yorlz,

Chicazo:

The Onen larket Conference should have an Executive

Comnittee clothed with authority to function.

St. Louils:

There should be some method of rotation on the -Hronosed
Executive Committee, excevnting only the Governor of the
Tew York Rank.

Sugzestions oy the Banks as to Participation:

Foston:

Will participate in all onen market operations, without, hnowever,
surrendering any authority, rights, or powers of independsnt action
conferred by the Federal Reserve Act.

New York:

Any Federal reserve bank may decline to wnarticimate in any purchases
or sales at any narticular time.

Will contimue our warticipation as long as the composition and
functions of the Committee will insure and facilitate the formulation and
expeditious execution of sound System open market policies.

OQur directors are agreeable to continue participation in System
open market procedure worked out and agrecd upon by the Board and the Com-
mittee, provided it is not inconsistent with thesc gencral viows.

Cleveland:

will cooperate with the Committee, reserving our lezal rigat to
engage in onen market omerations under Section 14,

We have declined to nmarticipatc only when, in our judgment, the
legitimate demands of our member banks made it necessary so to do.

We will continue to suvport the ownen market policies aoproved by
the Board, reserving the right to purchase at our ontion, Government
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securities and bills in limited or reasonable amounts when offered to us
by our own member banks, and will exercise our right to engage in onen
market overations for our own account only in unforeseen emergencies.

San Francisco:

Qur Board expressly reserves to the Federal Reserve Bank of San
) Francisco, the right to determine whether the bank will particinate in
transactions recomnended by the Conference and, if it does narticinate,
the extent of such warticipation.

¥o wresent or future varticipation by this bank in the transactions
of said Conference shall be internreted as a commitment to further
participation.

Reservations.

Eoston:
Reserves all authority, rights, or powers of independent action
conferred by the Federal Reserve Act.

New York:

Without waiving the powers conferred unon us by law to make purchases
and sales of Government sscurities, we would naturally assume, certainly
as long as we continue a part of any amroved open market committee pro-
cedure acting for the System, that we would not exercise our power to
buy and sell Goverament securities in conflict with anproved System policies,
except as that might be necessary in an emergency in our own market.
Cleveland: '

Will coowerate with the Committee, reserving our legal right to en-
gage in open market operations under Section 14.

We will continue to susvort the oven market policies annroved by the
Board, reserving the right to purchase at our option, Government securities
and bills in limited or reasonable amounts wnen offered to us by our own
imember banks.

Will exercise our right to cengage in open market operations for our
own account only in unforeseen cmergencies.

Atlanta:

It is understood that we may continue ordinary cvery-day practice of
buying acceptances within our own District, and of buying from and
selling to our member banks, Government and other securities authorized by
Section 14.

The above practice will not hamper or interfere with thoe operations
of the Omen Market Coanference.

Any action necessary in a large amount, in case of emorgency, will
be subimitted to Board for approval,
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San Francisco:

Annroves Board letter without waiving any right, or delegating
any power conferred uvnon this bank under the Federal Reserve Act.

This Board, in aporoving the cstablisiment of said Conference,
does not durrender, but exorossly rescrves to the Federal Resarve Bank of
San Francisco, the right to dotermine whether this bank will narticinate

Y in transactions rccommcnded by the Conferconce and, if it does marticinate,

the extent of such participation,

No »nreseat or future narticipation by this Rank in transactions
of said Confcorence shall be internrcted as a commitment to further
narticination.

Joint Interest.

Xew York:

We recognize that the banks and the Board have a joint interest
in the mattor of open market policics with respect to purchase and sale
of Governmont securities.

Right of Withdrawal from the Conforence.

Tew York:
Any Federal reserve bank may withdraw from the Committce procedure
altogetner, if it doeas it advisable.

Exigencies.

Tew York:

We would not exercise our Dowel to buy and scll Governmont securities
in conflict with amnroved Systom volicies, oxcopt as that might be accessary
in an emergoency in our own marke

Clcoveland:

Waile we rescerve the right to Hurchasc at our ootion Govermment so-
curitics and bills in limited or rcasonable amounts when offercd to us by
our owa ‘membor banks, we will oxorcisc our right to cnﬂagc in osen market
oncrations for our own account only in unforssoon omd

O
()‘«) 0
::S
O
=2
O
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Atlanta:

Any action nccessary in the way of buying accceotances within our own
District, and buying from and sclling to our maombor banks Govorament and
other sccuritics authorized by Scction 14, in a large amount, in case of
cmergoncy, would be submitted to the Board for anmmroval,

Chicago:

Tho Federal rescerve bank rotains the powers conferred udon it by
Scction 14 to the oxtent that it may protcct any suddon or oxtrome
cmergoney.
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March 14, 1980

Doar lirs Hoxtoni

I solmowledge meip!\ of and thenk you
for your letter of March 1Sth,' enclosing eopy

of the report umenimously adopted by your Board
of Diyeetors on the revision of the Open Merket
Procedure, as get out in the Board s letter of
Japusry 29rd, X-6484s When the views of the
Boards of Direotors of all the other Pedersl re~
sorve banks have bewm reesived, the question wiil
be given further sonsiderstion by the Board.

Very truly yours,

B ¥, Heﬁhllm@,
Asslstant Ssorctary

Mre ¥We ¥, Hoxton, Chefrmem,
Podoral Ressrve Benk,
Bichmond, Ve,
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OF RICHMOND

March 13, 1930

Federal Reserve Board
Washington, D. C.

Gentlemen:

Referring to the Board's letter of January 23, 1930, X6484,\
Subject "Open Market Procedure”, Under date of February 6 ,mcI advised
the Board that & committee of our Directors had been appointed to study

the question and report back to our Board of Directors at the March
meeting.

At our meeting today the Committee submitted its report, a copy
of which is attached hereto. This report was unamimously adopted by our
Board of Directors, and therefore constitutes our Board's reply to the
Federal Reserve Board's circular letter specified above.

Yery truly yours

W i A i

Wm. W. Hoxton
Chairman of the Board and
Federal Reserve Agent.

1
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OF RICHMOND

March 13, 1930

Federal Reserve Board
Washington, D. C.

Gentlemen:

Referring to the Board's letter of Janvary 23, 1930,/ X 6484,\
Subject "Open Market Procedure", Under date of February 6, \I advised
the Board that & committee of our Directors had been appointed to study

the question and report back to our Board of Directors at the March
meeting.

At our meeting today the Committee submitted its report, a copy
of which is attached hereto. This report was unamimously adopted by our
Board of Directors, and therefore constitutes our Board's reply to the
Federal Reserve Board's circular letter specified above.

Very truly yours

W i el

W¥m. W. Hoxton '
Chairman of the Board and
Federal Reserve Agent.

SO
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- L -] | 2EE MESORARDEM QF THE JEDES
15, 2030, OF OPEN MARKET PROCEINED

To the Bpnrd of Directors
of the Yederal Reaserve Bank of Richmond:

The meeting of our direstors on February 6 afforded the {irst oppor-
tunity o consider collectively the memorandus of the Federal Reserve Board
relating to & proposed Open ilarkedt Policy Conferense, heuce the delay in ap-
poiating your comaittee 0 cerisider the mesorandum and reccamesd views for
adeption and comsumieation to the Federal Reserve Board, as invited.

On April 11, 1929, the suggestiom of the Federsl Advisory Counsil
that the Open Narket Comaittee be snlarged t0 embrsce the governsrs of all the
Podera) Reserve Benks, with sn executive comuittes compored of five meubers,
was brought up for considerstion by our Board, The action taken on this pro-
posal by the Coafersnce of Governors and Agents at & nmeoting held in Fashing-
ton in November, 1928, was reported, and our Board spproved the proposal, This
action was taken Yy ow direstors under the assumption that open zsarket opers-
tions would ocontimue to bs conducted substantially as in the paste It is not
clear %o us froa ihe Board's nemorsndum whether or to what extent the Board
: aov eontemplates & change in the method of open market practice and procedure,
k other then that shich will maturally resuld from the ezlargesent of the commit~
tes. The plan proposed in the memorvandum of the Boaxd sesms to be addressed
: specifically %0 open market traussctions in securities, but 1% is assumed that
1% will extend to all open market operations which bave an important influence
? upon the nonsy market.,

Yery early in operation, the Federsl Reserve Danks found it neceszary,
or sxpedient, to oconduct their open market operations, other than these of s
local mature, through a voluntary comuittes, partly ia order to avold ceaflict
or competition with esch otimr in theiy purchases and sales, sinee st that time
there was oaly one outetending open murked im whish the overvislming majority of
: transacticns wers conducted. That committee, herstofore knows as the Open Mar-
E ket Investmesit Comaittes, consisted of the governors of the following nemed
- basks: Bostos, Néw York, Philadelphia, Cleveland, and Chicage. The Open Market
| Investment Comnittee bad no authority to act for axy Bedersl Ressrve Bank other
; than that which was given Yy presrrangement, and every Federal Reserve Bank had
| the right, upon noties at any time, %o withdraw from participation in the transao-
? ' tions of the comaittes, which iz a right that cannot lawfully be surrendered. The
j right of Federal Reserve Banks to act jointly or severslly through a soxmittes
of this kiad in the tonsunsation of transsctioas authorised by their directors,
;' under the law, we think cannot be disputed, althiough it is provided in the Act
that purchases and sales of bills in the opea market shall be subfect %0 such re-
strictions, limitations, and regulatioss ss may be imposed by the Federal Reserve
Board.

%o believe it 40 be desirable 1o sontimue the conduct of System open mar-
ket trancctions Sbrough a committes substentially as heretofors conducted; and,
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since 44 is now proposed to enlarge this commities t0 twelve members (which pro-
posal ha® beretofore been appreved ly cur directors), we belisve it to De essen~
¥al, ar suggnsted in the Board's memorandmm, for convenieant and effective opere-
tion, that n suboosmittes, or sa exscutive sommittee, be appointed, to consist
of 2ot sore than five members, While it iz assumed that the full committes will
be empowered to appoiat its own exscutive committes, it is our opinion that the
nenbars of this committes should be selected from the Reserve Banks ia most &i-
rect and intimate touch with open market operations and ia quick comsunication
with sach other for frequent meetings, either asong thomselves or »ith the Feder-
al Reserve Board. It is our further opinton that with s comsittes of twelve
governors, it vwill probably be advisabls to have four regular meetings in each
year, o review open market conditioms and consider whetbsr any clange in pelicy
is vequired. lMeetiags of the full committes to bDe c¢alled at other times by the
ohairman whea considered nscessary by the executive committee or by the Pederal
Reserve Board, These meetings may well supersede the governors' conferences.

¥e recognise the mutual and joint iaterests and the need for coordina-
tion and cooperation of the Federal Rezerve Banks and the Jederul Reserve Board
in open marked transsotionms, especinlly in those transactions entersd iato with
the view of %nrluemng eredit conditions, or, ar generally designated, for "Sys-
ten account.

¥ithout axy desirs or inteation of differentiating betwesn the powers
of the Federal Beserve Board and the powers and responsibdlities of the directors
of this bank, 1% seems clear to us that the responsibility of initiating open
market transactions rests upon the direotors of Fodersl Reservs Banks., Our by-
laws, Article II, Sectlion 2, provide that, subject to the supervision and comtrol
of she Board of Directors, the Executive Committes shall hawe the power to initi-
ate and comduct open market tramsastions. In the case of this bank, where meet~
ings of dirsctors ocour only once a momth, it ig imperative that the dirsctors
vest this sutbority in the axscutive offigers of the bank, since operating condi-~
ticas may at any time arise — and in fact sre constantly arising — which call
for imaediate action. IHolding this view, it is cur opiniom that the opem market
exscutive ocomaittee, in order to promote the most effective operation of the full
sonmi ties, should function practioslly as the Open Market Investaent Comulttee
as hitherto functioned, and more in aceordance with the resolutions approved by
She Yederal Reserve Board om March 22, 19233 to wit, "that it be the duty of this
comittes to deviss and recomsend plams for the purchase, asale, and distribution
of she opea market purchases of the Federal Ressrves Banks in accordsnce with the
above principles and such regulations 2s may from time to time be laid dowm by
the Federal Reserve Board.*

The recommendations of the sxscutive comaittee, however, under the new
plan will, we ascume, De mede to the full commitiee for adoptiom before being sub-
mitied to the Federal Reserve Board for discussion, approval, and action. It i»
assumed that the executive commities will render weukly reports %o all Federal
Reserve Banks, as at present, and will comzunicate %o other members of the full
comuittes from time to time, betwesn meetings of that comnittes, ite observations
and opinions on changimg markes condiiioms, to facilitate actiom by the full com~
aittes when called together, or in case more prompt actionm is reguired %o secume
the comsurrence of the other members of the comxities.

Innsmuch as differemses of opimden with respect % opem uarkst policies
and action are likely %0 arise in 4he future, as they have im the past, it will
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be fully understood, we assume, that every Federal Reserve Bank may deeline to
participate in open market operstions contemplated at any psrticular time, and
that with respsct to its own investments, will be at full liberty to liguidate
them should its own position require it, Such situstione have heretofore been
taken care of by the individual Pederal Reserve Hanks acting through the com~
mittes, which practice in cur judgment sbould contimus. It is of course as-
sumsd that while a member of ths committee no Federal Reserve Bank will act con-
trary to spproved Systes policy,

¥e do not believe that the srrangsment proposed in paragrephs six and
seven of the Bourd's memorandum is s practical or workable arrangement. In our
opinion, thes functions of the exscutive committee should be materially enlarged.
For this reason we have indieated in the foregoimg in some dstail our views as
to the functioning of the new committee. If the Federal Reserve Banks sre to
operate joinily ia the opsn market, which is constantly undergeing change, they
mist act under a poliey snd plan which give wide flexibility of decizion, subject
to frequent review by the Federal Reserve Board. The change in the name of thw
comaittee does not recommend itself to us,

Respsctiully sulmitted,

COMMITTER,
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March 10, 3830

Deayr lry Walshi

Reosipt is soknowledged of your letter
of Maroh 8th, giving the views af the Board of
Direstors of your Bepk on the revision of the
Open Market Procedure, aa sst out in tho Doard's
letter of Jemary 23, 10%0, X-8484+ Vvhen the
views of tho Bosrds of Directors ef the other
Fodoral resorve banks have been ywoeived, the
question will be given further sansideration by
+he Doarde

Yery truly yours,

Es H, MoClelland,
Asgistant Secrstary

WO cb ct ﬁh-hh' chﬁ‘m.
Federal Resorve Bank,
Dalline, Tewnss
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FERDGRAL RESERVE BANK
1Y, OF DALLAS

e e IV

March 6, 1930, 01930

AR

My dear @vernor Young:

T am enclosing herewith a copy of a memorandum for
discussion in comnection with requested action on Federal Reserve
Board's letier X-6484, of January 23, 1930§ which was submitted
by Governor Talley at our last Board meeting.

As you will observe from the minutes of our last
Board meeting, our Directors unanimously adcpted the memorandum
in principle, realizing that it would be necessary for either the
Federal Reserve Board itself, or at another conference of Governors,
to complete the details of any new setup of the Open Market Com-
nittee,

I have inadvertently delayed sending you this but
agsume that the delay in doing so has caused no inconvenience, &as
no doubt the Board will require considerable deliberation.

Yours very truly,

el araty

Chairman

Federal Reserve Bank of St. Louis
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MEMORANDUM FOR DISCUSSION IN CONNECTION WITH REQUESTED

ACTION ON FEDERAL RESERVE BOARD'S LETTER X-6484, JANUARY 23, 1930,

The recent special meeting of the Governors of the twelve
Federal reserve banks with the Federal Reserve Board on January 28 and
29, was requested in the following telegram dated January 21:
"Washington, January 21,

"Talley - Dallas

Trans 1145 Open Market Investment Committee has been enlarged to in-
clude all banks. Letter outlining new procedure will follow shortly.
Board, however, has called meeting of committee for Tuesday, January
28, and hopes all banks will be represented.”

The Federal Reserve Board's letter outlining the organization
of the Open Market Policy Conference to succeed the Open Merket Investment
Committee, which was set up in April 1923, was not written until January
23, and was not received here before I left to attend the Conference,
Therefore, I did not have an opportunity to give any consideration to the
letter until I reached Washington for the meeting,

I have read to you the Board's letter and I have also read to
you from the minutes of the Joint Conference of Governors and Federal
Reserve Agents with the Federal Reserve Board on November 16, 1928, the
action which was taken at that time on this subject. Although several
of the CGovernors felt when this subject was discussed at the Conference
that there was a considerable difference in principle between the outline
adopted in November 1928 by the Joint Conference of Governors and Agents,
and the Federal Reserve Board's memorandum of January 23, my conviction

is that such difference is more imagined than real and grows out of an

apprehension of some that the Federal Reserve Board has & desire and will

usurp the prerogatives of the Federal reserve banks in open mrket
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transactions as either expressed through the recommendations and actims
of the Open Market Policy Conference or otherwise.

Personally, I have no such apprehension and moreover I feel that
it is fundamental to recognize not only the Federal Reserve Board's place
in the picture but the Board's ranking sequence and its responsibility
for System policy. Nothing is farther from my thought than that the
Federal Reserve Board would ever undertake to stifle or prevent a meeting
of the Open Market Policy Conference that might be initiated by either
the Conference or its Executive Committee. I think this statement is
clearly supported by the Federal Reserve Board's action in calling the
Governors in special meeting on August 6, 1929, at the time that a crisis
in credit policy of the System was clearly impending, and again on January
28, for a review of Open Market operafions for the period November 29,
1929 to January 28, 1930, and & discussion of open market policy and
credit policy of the individual Federal reserve banks for the immediate
future,

Therefore, as a conclusion, I feel that this Board could very
well adopt in principle the memorandum submitted by the Federai Reserve
Board in its letter X-6484 of January 23, with the feeling if not convie-
tion that it would largely meet the objections that have heretofore been
raised to the procedure under the present Open Merket Committee, composed

of representatives of the Boston, New York, Philadelphia, Cleveland and

Chicago reserve banks, The plan as submitted by the Board will create the

opportunity for each Federal reserve bank to express the views of its own

Board of Directors and its Governor in respeet to open market operations

and if thg suggestion that I shall make in reference to orgesnization is

Federal Reserve Bank of St. Louis




Reproduced from the Unglagsified/ Declassified Holdings of the Nafional Archives.

adopted, the plan would afford an opportunity for experience of each

Covernor on the Executive Committee of the Open lMarket Policy Conference

4. and would be of educational value to all of the other seven Governors who

| have heretofore not had a hand in, or a close contact with the formation

i of open market policy.

| If you are in accord with my suggestion that the plan be approved

’ by you in prineiple, I would further suggest that the Executive Cormittee

‘ of the Open Market Policy Conference as proposed by the Federal Reserve
Board's plan, be composed as follows:

| First, that the Governor of the Federal Reserve Baﬁk of New York

be made the permanent Chairman of the Open Market Policy Conference; that

‘ the membership of the Executive Committee should comprise the Chairman of

} the Conference and the Governors of four other Federal reserve banks; that

| the four members of the Executive Committee beside the Chairman of the Con-
ference should serve for terms of four months each and be elected in either
0odd or even numerical order of the district (except New York), and in the
first instance be elected in such numerical order for terms of one, two, three

} and four months each, and that thereafter a new member of the Executive Com~

mittee in subsequent numerical order be automatically appointed each thirty

days,

Respectfully submitted,
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Maroh 1, 1980

Deay Ur, Curtisst

Receipt is aeknowledged of your letter
of February 26th, giving the views of the Boord
of Blreotors of your Bank on the revision of the
Open Market Prooedurs, as set out in the Borrd's
lettor of Jenusry 285rd, X-6484s Vhen the views
of the Bonrds of Direotors of the other Federal
reseyve banks have been received, the gueation
w111 be given further eonsidoration bty the Board.

Very truly yours,

de Co KOOII.
Agsistant Seeretsry

Mre Frederio H. Curtiss, Chairmen,
Fedoral Reserve Bank,
Bmmﬂ‘ mss.
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Wreh 1, 1930

Dear Mre Bowtoni

Reoolipt <s soknowl edged of your letter
of Fobrusry R6th,\giving the views of the Board
of Direetors of your Bank on the revision of the
Open larket Procedure, as sect out in the Board's
lstter of Junuary 28pd, X~6484, Then the views
of the Boaprds of Directars of the cther Federsl
reserve banks have been re¢eived, the question
will he ziven further consideration by the Boord.

Yory truly yours,

JO el m‘l,
Asnistent Seoretary

Nre Jsano B, Newton, Chelrmen,
Follorel Reserve Bank,
San Prancisec, Celif,
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FEDERAL RESERVE
OF BOSTON

CHAIRMAN

Federal Reserve Board,
Washington, D.C.

Dear Sirs:

After careful study of the proposed open market procedure set fort

in the Federal Reserve Board's letter of January 23, 1930 (X~8484), Y
the directors at a meeting held today voted that they anprove the
general theory of the plan outlined by the Board, but believe that the
plan would be improved by making the following changes:

1. That naragraph 2 be changed to provide that each Federal Reserve
bank be represented on the open market policy committee by the
governor, or by an officer designated by the board of directors of
each Federal Reserve bank.

2. That paragraph 3 be amended so that the policy conference or
executive committee could hold meetings on their own initistive as
well as at the call of the Federal Reserve Board.

3. That paragraph 6 be amended so that the conclusions or recommendations
of the open market policy conference be subject only to the awproval of
the Federal Reserve Board.

4. That vparagraph 7 be amended so as to give the executive committee
power to carry out the policies agreed uvon by the conference through
onen market operations, subject to review and coordinatimg authority
of the Federal Reserve Board.

Our directors recognize the importance of all Federal Reserve banks being
kept currently advised of matters pertaining to the open market activities
of this executive committee, and that each Federal Reserve bank should
participate in the oven market activities of the system through purchases
and sales made by the committee as freely as practicable with the conditions
existing from time to time in the individual districts. It has been the
policy of the directors of the Federal Reserve Bank of Boston, through its
officers, to participate in all of the open market operations carried on
through the committee and anpproved by the Federal Reserve Board and it is
their intention ancd desire to continue to participate in such future opera-
tions ancd commitments without, however, surrendering any suthority, rights
or powers of independent action conferred by the Federal Reserve Act.

Yours very truly,
\ <
?%Lt.cuh4_~_-,~/§< ‘:E:-a—q_‘

Chairman.
FHC/D

Esteral ReserveBank of Sttouis —-——— - c—— - o B TSN
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Isaac B. NEWTON
CHAIRMAN OF THE BOARD

AND FEDERAL RESERVE AGENT

Pederal Reserve Board,
Washington,
D. C.

Dear Sirs:

The Board of Directors and the officers of this bank have given
extended consideration to the Federal Reserve Board's letter of January 23, |
concerning the open market procedure of the Federal Reserve System. Their
views are set forth in the following resolution which was adopted by the
Board of Directors at its meeting of February 20, 1930:

WHEREAS, the Pederal Reserve Board has proposed the discon-
tinuance of the Open Market Committee and the establishment of an
Open Market Policy Conference, consisting of representatives of
all Federal reserve banks.

THEREFORE, BE IT RESOLVED by the Board of Directors of the
Pederal Reserve Bank of San Francisco that, without weiving any
right or delegating any power conferred upon this bank by the
provisions of the Federal Reserve Act, it approves the establish-
ment of the Open Market Policy Conference and designetes the Gov-
ernor of this bank as its representative in that conference;

PROVIDED, however, that it is the opinion and recommendation
of this Board that the conclusions and/or recommendations of the
Open Market Policy Conference should be submitted to the Federal
Reserve Board for consideration and, if approved by it, should
thereupon become irmediately operative, to be participated in by
each Federal reserve bank as it may deem expedient; and

PROVIDED FURTHER thet this Board does not, by its approval
of the establishment of said Open Market Policy Conference surren-
der but expressly reserves to the Federal Reserve Bank of San Fran-
cisco the right to determine whether this bank will participate
in transactions recommended by the Open Market Policy Conference
and, if it does participate, the extent of such participation; and

PROVIDED FURTHER thet no present or future participation by
the Fsderal Reserve Bank of San Francisco in the transactions of
said Open Market Policy Conference shall be interpreted as a com-
nmitment to further participation.

Yours very truly,

- Chairman of the Board.
Digitized for FRASER
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Pebruary 24, 1930

Denr i, E-’.’g:aarnhl

, Reneipt 18 acknowledged of your lettar
of Pehruery 21et, ~Aving the gonoral -dews of
the Boerd of Direoters of your Bank with rospeet
to oren market operations in Govorment seourie-
ties for System acoounte ¥hen the views of the
Boards of Uirectors of the other Federel reserve
benks have ben received, the question will be
given further consideration Ly the Board,

Very truly yours,

Jt 00 E“ll.
Agsistant Seoretary

Hre Gates V. MoGarreh, Chalrman,
Federsl Heserve Bank,
New York, . Y.
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FEDERAL RESERVE BANK

ofF NEw York
February 217
Federal Keserve Board,

Washington, D. C.

Sirs:

The directors have received and considered the Board'!s

letter of January 25,M£?§9‘ﬂ§:§%34* setting forth certain pro-
posed changes in the existing procedure relating to open market
operations for System account, and have noted that the Board
has expressed @ desire to have the views of the directors of
this bank relating to the proposed procedure.

The directors would prefer specifically not to pass
upon or to make any detailed suggestions as to the procedure
proposed in the Board!'s letter, especially as in some respects
they are not wholly clear as to its full purport. they feel
that it will be more hélpful to the Board and to the committee
to express their general views with respect to open merket oper-
ations in government securities for oystem account. The direc-
tors of other Federal reserve banks also will probably send
their views to the lederal Reserve Board so that all of these
%w1ill no doubt be kept in mind when the procedure and general
setup of the committee is being finally considered by the Board
snd the commiftee.

In general, we believe it would be desirable to con-

tinue an open market committee composed of representatives of

the Federal reserve banks, with the duty of initiating and
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recommending plans and policies with regard to the purchase and
sale of government securities in the open market, and with auth-
ority to execute approved plans and policies in behalf of such
Federal reserve banks as may care to varticioate.

We also agree with the enlargement of the present
committee to include representatives of the twelve Federzl re-
serve banks, provided that the procedure to be set up will make
some provision for an effective operating executive committee
with full authority to execute approved plans or policies.
Otherwise, the directors feel that the procedure mey become so

cumbersome as to defeat the objects sought by the creation of

a committee to function for System account.

The directors believe that it would be preferable, as
in the past, to hsve the open market committee composed of
Governors of the several Federal reserve banks. Yhey are ap-
pointed by the directors as active executive heads of their
respective banks and as such are the ones who would naturally
be expected to formulate and make recommendations to the re-
svective boards of directors end on their behalf to initiate and
make recommendations which, under the proposed procedure, are to

! be approved by the Federal Keserve Board. Furthermore, they are
the ones who are expected to execute all approved plans or rec-
ommendations. DBut while it would be our intention to continue
the designation of the Governor as the representative of this
bank, we would not feel free to object if other Dboards of direc-
tors should prefer to appoint other representatives.

It is assumed thet meetings of the committee or its
executive committee will be called by the chairman of the
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committee, after consultation with the Governor of the Federal
Heserve Board, whenever desired by the Board or by the com-
mittee, it being evident that open market policies of the oys-
tem relating to the purchase or sale of government securities
should be made subject to review at any time that nay seem
wise either to the Federel LHeserve Board or to the participat-
ing rederal reserve banks.

It is our understanding that any oystem procedure
which may be agreed upon would contemplate that any Federal
reserve bank might decline to participate in any purchases or
sales made by the committee at any particular time or might,
of course, withdraw from the committee procedure altogether
if for any reason that seemed advisable.

we recognize, however, that the rederal reserve
banks and the Federal Heserve Board héve & joint interest in
the matter of open market policies with respect to purchases
and sales of government securities and we would be zagreeable
to a continuance of our participation in en Upen larket Invest-
ment Committee so long as the composition and functions of
that committee will insure and facilitate the formulation and
expeditious execution of sound System open market policies
with a view of accommodating commerce and business.

Differences of opinion will no doubt develop from
time to time and the views of individual rederal reserve banks
and the Federal heserve Board may at times be at varience with
the views of the majority. But, of course, while we would not,
even if we could, waive such powers as are conferred upon us by

law to make purchases and sales of government securities, we
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should naturally assume, certainly so long as we continue

a part of any approved open market committee procedure acting
for the System, that we would not exercise our powers to buy
and sell government securities in conflict with approved Sys-
tem policies, except as that might be necessary in an emergency
in our own market. It is not likely that any Federal reserve
bank or the Federal Reserve Board itself would wish, on its own
account, unnecessarily to defeat a System policy representing
the consensus of views of the System.

‘'he directors of this bank are, therefore, agreeable
to continue its participation in a System open market procedure,
worked out and agreed upon by the Board‘énd the committee, pro-
vided it is not inconsistent with these general views which we
appreciate your having given us an opportunity to express.

Kespectfully,

ates W. IigGarrah,
Chairman.

Federal Reserve Bank of St. Louis
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Fobranry 20, 1930

Doey He. ‘ustin:g

Rooeipt is scknowladged of your letter
of Februsry 19th) giving the views of the Boord
of Diroctors of your Bank on the revision of t{w
Open lerket Prodedure, as set s‘ut in the Bosrd's
Jetter of January 28rd, X«-6484s When the views
of the Borrds off MMWB of the other Federel
resorvs benks heve beon received, the guestion
will be given further oonsideration by the Board.

Yory twuly yours,

Ee i HoClelland,
Lnslstent Becretary

“r. LQ 3! ?m'tin’ m‘m.
Federel Reseyve Bank,
Fhiledelphis, Im,
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Fobruary 20, 1930

Dear Mre Villisms!

Reoedpt 4s sciknowledged of your letter
of February 14th,'giving the viek of the Board
of Direstors of your Benk, on the revision of the
Open Harket rocedure, as sst Hut in the Boayd's
letter of Janary RArd, X-6484¢y Whem the views
of the Boards of Dirsotors of the other Federsl
reserve banks have been reseived, the guestion
will be given further oonsideration by the Board,

Yery trmuly yours,

Ee M. MoClelland,
Assistant Secrectary

Nre Le Be Williams, Deputy Chairmmn,
Pedoral Zeserve Denk,
Cleveland, Ohio.
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February 20, 1680

M!‘ tre Hoxtony

Reosipt is seknowledzed of your leticr
of Fehruary 8, from which the Board notes that
the question of m revision of tho Open lMarket
' Prooedure, as sot out in the Board's letter of
J‘mn 28rd X~8434) will bs further eensidered .

b7 your Boar& of Direoctors at fts Earsh mweeting,
and the Board advised of ite views,

Very truly yours,

Es ¥, MoClelland,
Anslstent Seoretory

Mre ¥. %o Hoxtom, Chefrsen,
Pederal Reserve Bank,
Riohmond, Ve
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Februwry 20, 1930

Deay My, Hewton

Reoelpt is acknowledged of your letter
of Pebruary 16th} giving the views of the Bosrd
B Tireotors of your Bank en the revision of tho
Open Merket Procedure, as et ?\“t in the Hoard's
letter of Januayy 28rd, X~6484s Vhen the views
of the Boards of Directors of the other Federsl
resorve banks have been reseived, the question
will be given further omddemti.cm by the Board.

Yory truly yours,

Es Me MoClelland,
Assigtant Searetary

¥r. Osear Newbon, Chnirmen,
Federsl Reserve Bank,
Atlmtl, G‘l
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Fobruary 20, 1930

Deer Mry Whites

Receipt is soknowledged of your letiar
of Fobruary 17%h, giving the views of the Ixsou-
Ve Comittes and geversl of the other direstors
of your Bank on the revision o!'f:hnﬁpo riket;
Procedure, ss set in the Beard's letter of
Jenuary 23rd, X-6484,\ When the wiews of the
Boards of Directors ext the cthor Fedoral reserwve
benks have been received, the guestion will de
given further oonsidesration by the Bosrd.

Very truly yours,

Ee Yo MoClelland,
Agsigtant Seoyetary

Mre iim. He White, Secrotary,
Federal Reserve Bsnk,
thieago, 111,
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Pebruary 20, 1930

Doar Mpry Stewnrt:

Reoeipt s aol«mawloégod of your letter

of Fobruary 6th) civing the views of the Dourd
of Mresters of your Bank on the revision of the
Open Market Procedure, ss set aut in the Board's
lotter of Jmm 23rd, :1=84344) ¥hen the views of

the Bonrds of [ wﬁm of the other Federal re-
 serve banks lwn been yeseived, the question will
be given further eonsideration by the Board,

Very truly yours,

Be M. Moflellsnd,
jenistant Seoretery

Mre. C. M, Stewnrt
Agaistant Federal Resorve Agent,
Federel Rosorve Bank,
3¢, Louis, Mo,
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February 20, 1930

Vear Mre Mtohells

Reoeipl is soknowledged of your letter
of January 23th, sdvising of approval by your
Boerd of Directors of the Open Msrket Procedure,
ss sot cut in the Board's latter of Janumyy 28rd,
X~0424y . Ven the views of the Zoards of Di-
reotors of the other Fedarsl reserve banks have
been roceived, the question will do given further
aomidamizmn Wy the Board,

VYory truly yours,

Ee ¥, mc1ﬂlm,
Lasdstant Seoretary

Hrs Jo Re Mitchell, Chairman,
Fodoral Reserve Bank,
Minneapolis, Minn.
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RICHARD LL.AUSTIN

‘A/

\

FEDERAL RESERVE BANK OF PHILADEL\PHIA

THIRD DISTRICT

CHAIRMAN OF THE BOARD February 19 R 19,30 ’ e .
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AND FEDERAL RESERVE AGENT

FEDERAL RWSERVE BOARD,
Washington, D. C.

Dear Sirs -

Your letter of Jgnuarxmgz, fWX:6484 4 subject

"Open market procedure", stating that you have drawn up

a revision of the 1923 open market procedure, which embodies
a fuller recognition of the Jjoint interest and responsibility
of the Federal reserve banks and the Federal Reserve Board
in the matter of open market policy, with an accompanying
memorandum containing the elements of this procedure, and
asking to have an expression of the viewg of this bank after
it has considered that plan, was duly received.

| The plan was referred to a committee of our
board of directors at its meeting held February 5th, and at
the meeting of the board, held today, that committee present-
ed its repoft, which report was unanimously adoptéd by‘oﬁr
board, and a copy of which is enclosed herewith.

Very truly yours,

-

Chairman

deral Reserve Bank of St. Louis
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FEDERAL RESERVE BANK OF PHILADELPHIA

925 CHESTNUT STREET

February 19, 1230

To the Board of Directors of the
Federal Reserve Bank of Philadelphisa

Your committee, appointed at the meeting of Februsry 5th,
1930, to consider and report upon a revision of the open market
procedure of the Federal Reserve System, suggested by the Federal
Reserve Board under date qgwggggary 23, 1930, respectfully reports
as follows: X— &t
The fundamental purposes of open market procedure were brief-
ly defined in 1923, and the application and practice left to a2 com-
mittee composed of the Governors of five banks, designated as the
"Open Market Committee”,
Views having been expressed that all twelve banks should be
represented in the shaping of open market policy, the Federal Ad-
; visory Council in September 1928, suggested to thé Federzl Reserve
Board to consider the advissbility of having the membership of the
Committee consist of the Governors of all the Reserve Banks, with
an executive committee of five with full power to act.

At

ct

he Joint Conference of Federal Reserve Agents and
Governors, held in the following November, a resolution was adopted
with substantial unanimity, re;affirming the fundamental purposes
of open merket action, as defined in 1923, and adopting in whole
the recommendation of the Federal Advisory Council.

This resolution further provided (a) that it should be the
function of the Committee to "consider, prepare, and recommend plans
with regard to the purchase or szle of securities in the open market
for account of the Federal Reserve System, or participating Federal

_ Reserve Banks"; (b) that meetings of the Committee should be calléd
Digitized for FRASER
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'« Weither by the Board or by the Executive Committee"; (e) that in case

of the inability of any Governor to attend,vanfglternate‘should be ap-
pointed by the Directors of hié bank; (d) that the Committee should
select fromAits membership an Executive Committee of five which should
"carry into effect the policies from time to time determined by the
full Committee and approved by the Federal Reserve Board"; and (e) that
the procedure at meetings of the Committee should be, first, action up-
on the recommendations of the Executive Committee, and then discussion
with the members of the Federal Reserve Board prior to official approv-
al or disapproval by the Board.

This resolution appears to represent the practically unanimous
Judgment of the Advisory Council, the Agents, and the Governors. It
appears to us to recognize the following important principles:

(1) The right of any Federal Reserve Bank to participate or not
participate in open market operations undertaken for the System.

(2) The right of the Committee to meet whenever in the judgment
of the Executive Committee a meeting is advisable;

(3) The function of the Federal Reserve Board as a supervising
and coordinating suthority, rather than as an originating or operating
body.

The resolution further commends itself to our judgment as being
not only in accord with the spirit of the Federal Reserve Act, but as
providing a simple, clear-cut, and practicable method of procedure.

The memorandum submitted by the Federal Reserve Board apparently
transforms the Committee into a "Conference", the conferees consisting
of a representative of each Reserve Bank, and the Federal Reserve Board.
Whether it be stated that a bank shall be represented by the Governor,
or by a representative designated by the Board of Directors, strikes us

as comparatively immaterial. The provision that the representstives of
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the banks shall meet with the Federsl Reserve Board strikes us, how-
ever, as objectionable. It fails to observe the distinction running
all through the Federal Reserve Act (to which we have already alluded)
that the banks, through their respective Boards of Directors, are the
initiators of all transactions, subject to the reviewing and coordinat-
ing authority of the Federal Reserve Board. That Board cannot proper-
ly "review" policies in the framing of which it has participated, nor
should 1t take any part in the routine execution of policies which it
has approved.

The provision that the Committee (or Conference) shall meet
only "at such times as may be arranged by or with the Federal Reserve
Board", would give to the Board an absolute veto power over any meet-
ing of the Committee. The Board having a veto power over the recommen-
dations of the Committee, we cannot see why it should have a veto power
over its even meeting. If the Executive Committee deems it important
that a meeting should be held, we do not think that authority should
exist to prevent such a meeting.

The provision that the recommendations of the Conference should
be submitted to each Federal Reserve Bank and to the Board for "consid-
eration and/or action" seems to us to introduce into the procedure a
very cumbersome and objectionable element, which might, at some time when
prompt action was called for, prove disastrous. The Federal Reserve
Board would be placed in the inconsistent and uncomfortable position of
having to "consider" and decide upon policies which it had assisted in
framing. These policies would not represent, as they now do, the un-
influenced and independent viewsof the banks, subsequently allowed or
approved by the Board, but would be the outcome of a Wholly extra-legal

conference, in which the reviewing authority had participated ab initio.
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//// The provision that the only function of the Executive Committee
shall be the execution of such purchases and sales as have been approved,
reduces it to a position little better than that of a2 broker or dealer.
It seems to us that the Executive Committee should continue to keep close
watch upon financial developments, anticipate, as far as possible, sit-
uations likely to arise, and be prepared to formulate recommendations
and suggestions for the consideration of the full Committee.

For the reasons above stated, your Committee finds itself in
entire accord with the Advisory Council, the Agents, and the Governors,
and out of accord with the memorandum of the Federal Reserve Board.

Respectfully submitted,

(signed) Herry L. Cannon
Joseph Wayne, Jr.
C. Fred'k C. Stout

Committee.
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FED ERAL RESERVE BANK OF CHICAGO T

230 SOUTH LA SALLE STREET S <

Febru&ry}jj1550~z;

SUBJECT: Open Market Procedure. ' A
i

Federal Reserve Board

Washington, D, C,

Gentlemen:

Reference is made to the Board's letter of Janusry 23, 1930, X—6&84,§
on the above subject. I note the request conteined in tae 1ast paraﬁranh of
your lectter to the following effect:

"After your benk has had time to consider the plan, the Board
will welcome an expression of your views."

On receipt of your letter, copies were sent te each member of our
board with the suggestion that the letiter be carefully read end inviting com-
ments thereon. At the executive committee meeting last week, the letter was
discussed to some extent, and on February 7, was brought up for consideration
and further discussion at the regular meeting of the executive committiee, at
which five directors were present.

The committee finally and unanimously aporoved the exoression which
is cuoted below:

"First: Each Federal Reserve bank should hzve representation
upon the Open Market body.

"Second: Such body should have an executive committee clothed
with authority to function,

"Third: The Chairmaen of the operating body should be authorized
to call a meeting of said body upon the rejuest of two or more members.
The Federal ReStfve Board, of course, alwsys may ccll the body together.

"Fourth: There is no indication that the existing procedure of
buying and selling daily in nominal or reasonable amounts will be changed.
This should continue as at present.

"Fifth: The provisions of sections 4 and 5 of the Federal Heserve
Board's memorandum sre reasonable and satisfactory. Section 6, however,
which imposes upon the Open Market Policy Conference the obligation to
submit its recommendatione to ell Federsl Rescrve banks and to the Federsl
Reserve Board in adveance of action wili be under certain conditions
manifestly unworkable. 1In order to assure the effectiveness of any
operation which the Open Market l'olicy Conference should agree upon, it
would seem advisable that each Federal Reserve bant delegate authority
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FEDERAL RESERVE BANK OF CHICAGO

February 17, 1930

Pederal Reserve Board,

to its representative on the conference to act for his bank st all
meetings of the conference. This section should also be so amended
as to clearly indicate that each Federal Reserve bank retazin the
powers conferred upon it by Section 14 of the Act, to the extent
that it may protect any sudden or extreme emergency as it arises."

& copy of this expression was forwarded to each member of our
board who was not present at the committee meeting February 7. At this
writing, reply has been received from three of our directors, who
express their entire approval of the action tsken.

Very truly yours,

Secretary \\
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FEDERAL RESERVE BANK . 323, -C
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February 15, 1930.

SUBJECTe: Open Market Procedure,

Pederal Reserve Board,
Washington, D. C.

Attention ¥r. E. M, McClelland, Asst. Secretary.
Dear Sirs: X‘{’ ¥y
Your letter of Jammary 23rd\relating to this subject
was read and carefully considered at the meeting of our Board

of Directors held Friday, February 14th, and a resolution ap-
proving the program outlined in your letter was adopted.

On motion, Mr. E. R, Black, Governor, was appointed
representative of this bank on the Open Market Policy Conference.

Excerpt from the Minutes containing the resolution
and motion are enclosed.

In discussing and considering this resolution, it was
the understanding of ocur Board that our Bank would contimue its
ordinary every day practice of buying acceptances within'our dis-
trict, and of buying from and selling to our member banks Government
and other securities authorized by Section 14 of the Federal Reserve Act.

This practice, we are sure, would not hamper or interfere
with the operations of the Open Market Policy Conference. Any action
necessary in a large amount, in case of emergency, would be submitted
to you for approval. In our operations, we would make every effort to
cooperate with the operations of the Open Market Policy Conference.

Very truly yours, %’/

Chairman. <.

t
Eederal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK OF ATLA.

EXCERPT FROM MINUTES OF MEETING OF THE BOARD OF DIRECTORS, FEDERAL
RESERVE BANK OF ATLANTA, HELD FEBRUARY 1k, 1930,

%The Secretary read a letter from the Federal Reserve Board,
X-648l, under date of January 23, 1930, relating to the procedure with
regard to open merket operations,

A resolution was offered, duly seconded and adopted, as fol-
lows:

 'WHEREAS, this Board is firmly of the opinion that the
twelve Yederal reserve banks should be represented in the
shaping of the open market policy of the System, and that
a representative of the Yederal Reserve Bank of Atlanta
should participate in the shaping and effectuating the open
market policy and operation; and

WHEREAS, the program contained in memarandum of the
Tederal Reserve Board as transmitted to this bank by letter
dated Jamary 23, 1930, provides that the twelve banks so
participate in open maiket policy and that a representative
of this bank participate in formulating and effectuating
such open market policy,

TEEREFORE, BEE IT HESOLVED That this Board approve
said progrem,?

It was moved by Chairman Newton that Governor E, R, Black be
elected to represent the Federal Reserve Bank of Atlanta on the open merkst
policy conference and that, in the event Governor Black wes unable to at-
tend any meeting of the open market policy conference, the Executive Com-
mittee of the bank bde anthorized to appoint an alternate, The motion was
duly seconded and unsnimously adopted,*

sl e ol ok ke ok Al ok ok ok kg 3

I, V. Albertson, Secretary of the Board of Directors of the
Tederal Reserve Bank of Atlanta do hereby certify that the foregoing is
a trus and correct excerpt from the mimtes of the meeting of the Board
of Directors of the Federal Reserve Bank of Atlanta held or the fourteenth

day of February, 1930,
M e i S e e

SECRETARY,
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FEDERAL RESERVE BANK A ey

OoF CLEVETLAND o

Federal Reserve Board, N «3 ‘ A0
Washington, D. C. B )

Gentlemen:

The Board's letter X-6484 of January 23, 1950\ subject: "Open
Market Procedure" was the subject of discussion at & meeting of our
Board of Directors on Friday, February 7. Inasmuch as the Federal
Reserve Board invited an expression from this bank, I am pleased to ad-

vise you of the views of our board:

We are in sympathy with the purpose of the Federal Reserve
Board to accord a fuller recognition of the joint interest and respon-
sibility of the Federal Reserve banks and the Federal Reserve Board in
the matter of open market policies, by vermitting all Federal Reserve
banks to take part in formulating open market policies.

In discussing the procedure outlined in the Board's letter,
our board also considered a recommendaticn of the Federal Advisory Coun-
cil to the Federal Reserve Board in September, 1928, as well as a proce-
dure recommended by the Gonference of Governors and concurred in at a
Joint conference of Governors and Federal Reserve Agents in November,
1928.

The procedure recommended by the Governors' conference and
concurred in by the Agents, differs in some respects from that proposed
by the Federal Reserve Board, and our Board of Directors have the feeling
that the Governors' plan will tend to operate more smoothly for the fol-
lowing reasons:

First: The Open Market Investment Committee,
operating over a period of years, has acquired a standing
and prestige which should be preserved by continuing the
designation "Open Market Investment Committee" rather than
adopting the new designation "Open Market Policy Confer-
ence." Enlarging the Open Market Investment Committee to
include representatives of all of the Federal Reserve banks
without changing the designation of the committee can be
readily accomplished without any disturbance of existing
conditions;

Second: The provision in the Governors' recommend-
ation that meetings of the full committee shall be called by
either the Federal Reserve Board or by the Executive Commit-
tee to be held in Washington, or in such other place and at

Federal Reserve Bank of St. Louis
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Federal Reserve Board -2 - February 14, 1930.

such times as may be arranged by the Chairman of the
Executive Committee and the Governor of the Federal
Reserve Board, will facilitate the prompt action which
may be necessary in emergencies. In this connection,
it is suggested that two of the regular meetings of the
full open market committee be held at the time of the
semi-annual Governors' conferences.

Thirds The selection of an Executive Committee
consisting of five members which shall carry into ef-
fect the policies from time to time recommended by the
full committee and approved by the Federal Reserve Board,
as recommended by the Governors, seems to our board to
insure more harmonious action and to have a tendency to
promote better feeling on the part of all Federal Reserve
banks, particularly if membership on the Executive Com-~
mittee is rotated so that the Governor of each Federal
Reserve bank within over-night traveling distance to
Washington would serve an appropriate time. Inasmuch
as the committee's operations must, obviously, be car-
ried on in New York, it seems appropriate that the
Governor of the Federal Reserve Bank of New York should
be a permanent member and act as Chairman of the full
committee and of the Executive Committee.

Fourth: The recommendation of the Governors that
the full committee shall consider and act upon the
recommendations of the Executive Committee and shall then
meet with the Federal Reserve Board to discuss these

% recommendations with the members of the board before ac-

" tion by the board, is believed to be inducive to prompt
and effective action, whereas the Federal Reserve Board's
proposal that the conclusions and/or recommendations be
submitted to each of the Federal Reserve banks and to the
Federal Reserve Board for consideration and/or action,
would seem to have the effect of making the machinery so
cumbersome as to seriously retard action, particularly in
emergencies. It is presumed, of course, that the Boards
of Directors of the seversl Federal Reserve banks will
have the opportunity to review the policies adopted by the
Federal Reserve Board and to participate or not, as they
may decide.
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FEDERAL RESERVE BANK
OF RICHMOND

Pebruary 6, 1930

Federal Reserve Board
Washington, D. C.

Genllemen:

Our Board of Directors to-day considered the Board's letter
of January 23, 1930 X6484,} Subject "Open Market Procedure". There
appeared some question as to whether the procedure suggested by the
Federal Reserve Baard is not too cumbersome to insure a smooth and
prompt consummation of open market activities.

After considerable discussion we appointed a committee of
three: Mr. Delano, Class C, Mr. Graham, Class B and Mr. Rieman,
Class A., to study the question and report back to our Beard of
Directors at the Marth meeting.

When the Committee's report has been considered by our Board
I will of course, immediately advise the Federal Reserve Board of the
conclusion reached by our Bpard.

Very truly yourss

Vel /
- W/ A‘ﬁ’—d =L._._,
Wm. W. Hoxton
Chairman and Federal Reserve Agent.
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FEDERAL RESERVE BANK 4 E 2

OF
ST. Louls

Februery 6, 1930, I~

Federal Reserve Board,

Washington,

Gentlemen:

In your letter of January 23, 1930, X-6484,&

you outlined a revised open market procedure, and asked
for an expression of our views in regard to the plan,

At the meeting of our Board of Directors

yesterday, Governor Mertin presented the letter above
mentioned and, after discussion, the following resolu=
tion was unanimcusly adopted:

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

"That the open market procedure as out-
lined in general by the Federal Reserve Board
in its letter of January 23, 1930, X-56484,
be approved and that this bank be represented
by its Governor in Open Market meetings. It
is the further feeling of the Board that mem-
bership on the proposed Open Market Executive
Committee, with the exception of the Governor
of the New York Federal Reserve Bank, who
should always be Chairmen of the Committee,
should be through some method of rotation,
so that all the Governors will serve on this
committee during the year,"

Yours very truly,

Copdz=

Asst, Federal Reserve Agent.

T g
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FEDERAL R=SERVE BANK OF MINNEAPOLIS

NINTH DISTRICT a A

OFFICE OF THE CHAIRMAN
AND FEDERAL RESERVE AGENT

JOHN R. MITCHELL
CHAIRMAN AND FEDERAL RESERVE AGENT

Jan. 28,
13%0,

Federazl Reserve Board,
Vashington,

D. C.

Gentlemen:

I acknowledge receipt of yo mwj?vor
/2 4 o /o7 v{;

of the 25rd instant\on the subject of Open Market,
Procedure. The letter was read to our Board of
Directors at their meeting on January 27th, and I
beg to say that our Board is heartily in

accord with the procedure set forth in your

letter.

Yours very truly

J. R, Mitchell.
Federal Reserve Agent.
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ADDRESS OFFICIAL CORRESPONDENCE TO
‘THE FEDERAL RESERVE BOARD

FEDERAL RESERVE BOARD

WASHINGTON

SUBJZCT: Opsen MNarist Procedure.

Dear Sir:

Janvary 23, 1930.

3% 4

X-6484

T™his letter invites the atltention of your bark to
changes which the Federal Reserve Board, after prolonged con-
sideration of the matter, has concluded should be made in the

existing procedure governing open market operations.

It may be recalled that it was in April, 1923, that

the present procedure with regard to open market operations was

adopted. In the preceding ysar many of the reserve banks, in

order to maintain portfolios of earning assets, entered the mar-

ket on their own separate accounts to nurchase United States
Government securities, without much regard to the effects of

their operations on the market for Govermment securities or on
It vas found necessary, in conseguence, 1o
give to open market operations a status which recognized their
credit effects and economic consequences and also their effects

credit conditions.

on the position of each Federal resgerve bank.

A copy of the Board's resolution containing an outline
of the procedure adonted in 1923 is herewith enclosed.

Under

this procedure the principle governing open market opcrations

was defined and its application and practice left to a Committee
congisting of five reserve banks acting under the general super-
vision of the Federal Reserve Board.

The principle was stated as follows:

"That the time, manner, character and volume of
oven market investments purchased by Federal rescrve
barks bé governed with primary regard to the accommo-
dation of commerce and business, and to the effect of
such purchases or sales on the general credit situa-

tion M

The five banks constituting the Open Market Investment Committee

; were the following:

Digitized for FRASER
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Federal Reserve Bank of Boston

Federal Reserve

Federal Reserve Banik of Philadelphia

Federal Reserve
Federal Reserve

Bank

Bank
Bank

of New York

of Cleveland
of Chicago.

)
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Although the necessity of giving to open market opera-
tions a System status was recognized in 1923, it was not then
foreseen how much use would be made of the open market operation
as an instrument of Federal reserve credit policy. 4is a matter
of fact, frequent resort has boen taken to onen markct operations -
elther by purchase or sale of United States Govermment securities -
as a mode of policy in the five years following the 1923 arrange-
ments.

The experience of this period shows that the open market
operation, when involving other than trifling amounts, may be of
first-rate importance in altering credit conditions even when
viewed on a national scale,

It is not surprising, therefore, that suggestions should
have been made that the System character of open market operations
should be fully recognized by having all twelve Fedcral reserve
banks, instead of five as at present, represented in the shaping
of open market policy. Views to this effect have been expressed
informally by reserve banks not included in the existing set-up,
and formally by the Federal Advisory Council in the following recom-
mendation adopted in September, 1928:

"The Federal Advisory Council without
any intention of criticising the present
arrangements but in order that all governors
of the Federal reserve banks may participate
in the discussions leading up to actions of
the Onen Market Comnmittee suggests to the
Federal Reserve Board to consider the advig-
ability of having thé membership of the Open
Market Committee consist of all the governors
of the Federal reserve barnks with an executive
committee composed of five members with full
power to act,"

For the reasons briefly set forth above, the Board has
drawn wp a revislon of the 1923 open market procedure, which em-
bodies a fuller recognition of the joint interest and responsi-
bility of the Federal reserve banks and the Federal Reserve Board
in the matter of open market policy. The elements of this pro-
cedure are contained in a memorandum adopted by the Federal Reserve
Board reading as follows:

"(1) The Oven Market Investment Committee, as at present
constituted, to be discontinued and a new committee, to be known
a8 the Open Market Policy Conference, to be set up in its place.

(2) Bach Federal reserve bank .to be represented on the
Open lfarket Policy Coaference.

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

- Do

(3) The Conference to meet with the Federal Reserve Board
at such times as may be arrangzed by or with the Board.

3 . . . p,w
(4) The function of the Open/yaﬁket Policy Coniercnce to be ﬂgw””
to consider, develop and recommend/plans with regard to the pur- o
chase or sale of sccurities in the open market.

(5) The time, character and volume of sk purchases and
sales to be goviried with the view of accomuodating commerce and
business and with regsrd to their bearing wpon the credit situa-
tion.

(6) The conclusions and/or recymendatioas of the Open
Market Policy Conference to be submitted to each of the Federal
: reserve banks and to the Federal Reserve Roard -for T s AR LA

L
. aRALormaatial. ;

(7) A comaittee to be knorn as the Open Market Executive
Committee to be constituted for the purpose of execu%§;§y§uch

purchascs and sales of securities as have been appPro} i/byéEe&—
" . W . w X
i % the FPedzral Reserve Board.' ww/J/M;’M&A 4%/%@‘?;
/2/ Such further working arrangements as mav be found neces-
ﬂ“ sary to malke the adove outlined plan operative will, in the opinion
‘ ;A 4 of the Board, best be determined by the Conference itself when it
e V4 .
| /4£,A£,ﬂﬂ
A”Aw?hh&l ommon interest of the Federal reserve baiks i. matters of ovpen
market poiicy and to provide a reasonable ad wracticable nethod
| for joint action. After your bank has nhad time to cownsider tae

plan, the Board will welcome an expression of your views,
By order of the Federal Reserve Boara.

is organized,

The Board believes that the above procedure contains the
l}feSSentials of a workable plan designed to give exnressior to the
c

Very truly yours,

E. M. McClelland,
Assistant Secretary.

20 CHAIRMEN Of LLL . R. BANKS.
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ttp://fraser.stlouisfed.org/ . \1% :
ederal Reserve Bank of St. Louis .



Reproduced from the Unclassified / Declassified Holdings of the National Archives

X~4588

RESOLUTIONS APPROVED BY FEDERAL RESERVE BOARD AT
MEETING ON MARCH 22, 1923,

"Whereas the Federal Reserve Board, under the powers given it
in Sections 13 and 14 of ths Federzl Reserve Act, has authority to
limit and otherwise dctermine the securities and investments purchased
by Federal rcserve banks;

Whereas the Federal Reserve Board has never prescribed any limita-
tion upon open market purchases by Federal reserve banks;

Whereas the amount, time, character, and manner of such purchases
may exercise an important influence upon the money market;

Whereas an open market investment policy for the twelve banks
composing the Federal reserve system is necessary in the interest of
the maintenance of a good relationship between the digcount and pur-
chase operations of the Federal reserve banks and the general money
market;

Whereas heavy investments in United States securities, particu-
larly short~dated certificate issues, have occasioned embarrassment to
the Treasury in ascertaining the true condition of the money and 1nvest—
ment markets from time to time,

THEREFORE, Be It Resolved, That the Federal Reserve Board, in the
exercise of its powers under the Federal Reserve Act, lay down and adopt
the following principles with respect to open market investment operations
of the Federal reserve banks, to-wit;

(1) That the time, manner, character, and volume of opeén market
investments purchased by Federal reserve banks be governed,w1th primary
regard to the. accormodation of commerce and business and to the effect
of such purchases or sales on the general credit situation.

‘ (2) That in making the selection of omen market purchases, care-
ful regard be always given to the bearing of nurchases of United States
Government securities, especially the short-dated issues, upon the mar-

. ket for such securities, and that open market purchases be primarily
commercial investments, except that Treasury certificates be dealt in,
as at present, under so-called "Repurchase" agreement.

Be It Purther Resolved, That on and after April 1, 1923, the
present Committee of Governors on Centralized Execution of Purchases
and Sales of Government Securities be discontinued, and be superseded
by & new committee known as the Open Market Investment Committees for
the Federal Reserve System, said Committee to consist of five repre-
sentatives fmom the reserve banks and to be under the general super-
vision of the Federal Reserve Board; and that it be the duty of this .
Committee to devise and recommend plans for the pwchase, sale and
distribution of the open market vurchases of the Federal reserve
banks in accordance with the above principles and such regulations
as may from time to time be laid down by the Federal Reserve Board,"

igitized for FRASER
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Such further working arrangements as may be found
necessary to meke the sbove outlined plan operative will, in
the opinion of the Board, best be determined by the Conference
1tself when it is organized.

The Board believes that the above procedure contains
the essentials of a workable plan designed to give expression
to'the common interest of the Federal reserve banks in matters
of open market policy and to provide a reasonable and practica~
ble method for joint action. After your bank has had time to

consider the plan, the Board will welcome an expression of

e i A Gk B B
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD X..764,84 -
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s Jamuary 23, 1930.

SUBJZCT¢ Open Market Procedure.
Dear Sir:

This letter invites the attention of Your bank to
changes which the Federal Reserve Board, after prolonged con-
sideration of the matter, has concluded should be made in the
existing procedure governing open market operations.

It may be recalled that it was in April, 1923, that
the present procedure with regard to open market operations was.
adopted. In the preceding year many of the reserve banks, in
order to maintain portfolios of earning assets, entered the mar-
kat on their own seperate accounts to purchase United States
Bovernaent securities, without much regard to the effects of
their operations on the market for Govermment securities or on
credit conditions, It was found necessary, in conseguence, to
give to open market operations a status which recognized their
credit effects and economic consequences and also their effects
on the pasition of each Federal reserve bank.

A copy of the Board's resolution containing an outline
of the progedure adopted in 1923 is herewith enclosed. Under
this procedure the principle governing open market operations
was defined and its epplication and practice left to a Comuittee -
consisting of five reserve banks acting under the general super-
vision of the Federal Reserve Board.

The principle was stated as follows:

"That the time, manner, character and volume of
open market investments purchased by Federal reserve
banks be governed with primary regard to the accommo-
dation of commerce and business, and to the effect of
such purchases or sales on the general credit situa
tion," '

The five banks constituting the Open Market Investment Committee
were the following:

Federal Reserve Bank of Boston
Yederal Reserve Bank of New York
Tederal Reserve Bank of Philadelphia
Faderal Reserve Bank of Cleveland
Tederal Reserve Bank of Chigago.

ittp://fraser.stlouisfed.org/
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Although the necesgsity of giving to open market opera-
tions a System status was recognized in 1923, it was not then
foreseen how much use would be made of the open market operation
as an instrument of Federal reserve credit policy. As a matfer
of fact, frequent resort has been taken to open market operations

1

as a mode of policy in the five years following the 1923 arrange-
ments.

The experience of this period shows that the open market
peration, when involving other than trifling amounts, may be of
firgt-rate importance in altering credit conditions even when

viewed on a national scale.

It is not surprising, therefore, that suggestions should
have been made that the System character of open market opcrations
should be fully recognized by having all twelve Federal rescrve
banks, instead of five as at present, represented in the shaping
of open market policy. Views to this effect have been expressed
inforinally by reserve banks not included in the existing set-wp,
and formally by the Pederal Advisory Council in the following recom-
mendation adopted in September, 1928:

"The Federal Advisory Council without

{ any iatention of criticising the present
arrangements but in order that all governors
of the Federal reserve banks may participate
in the discussions leading up to actions of i
the Oven Market Comnittee suggests to the
Federal Reserve Board to consider the advis-—
ability of having the memberghip of the Open
Market Comnittee consist of all the governors
of the Federal reserve banks with an executive

! comnittee composed of five members with full

‘ power to act.V

e e

For the reasons briefly set forth above, the 3Board has
drawn up a revision of the 1923 open market procedure, which em-
bodies a fuller recognition of the joint interest and responsi-
bility of the Federal reserve banks and the Federal Reserve Board
in the matter of open market policy. The elements of this pro-
cedure are contained in a memorandum adopted by the Federal Reserve
Board reading as follows:

"(1) The Open Market Investment Cormittee, as at present
constituted, to be discontinued and a new committee, to be known
as the Open Market Policy Conference, to be set up in its place.

et Y
(2) Bach Federal rescrve bank to De represented on the
Onen llarket Policy Conference,

-
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(3) The Conference to meet with the Federal Reserve Board
at such times as may be arranged by or with the Board.

(4) The function of the Open Market Policy Conference to be
to consider, develop and recommend plans with regard to the pur-
chase or sale of securities in the open market.

(3) The time, character and volume of such purchases and
sales to be governed with the view of accomnodating commerce and
business and with regard to their bearing upon the credit situa-
tion.

(5) The conclusions and/or recommendations of the Open
Market Policy Conference to be submitted to each of the Federal
reserve banks and to the Federal Reserve Board for consideration
and/or action.

(7) A committee to be known as the Open Market Executive
Committee to be constituted for the purpose of executing such
purchases and sales of securities as have been approved by Fed-
eral reserve banks and the Federal Reserve Board.!

Such further working arrangements as may be found neces-
sary to make the above outlined plan operative will, in the opinion
of the Board, best be determined by the Conference itself when it
is organized,

The Board believes that the above procedure contains the
essentials of a workable plan designed to give expression to the
common interest of the Federal reserve banks in matters of open
market policy and to provide a reasonable and practicable method
for joint action. After your bank has had time to consider the
plan, the Board will welcome an expression of your views.

By order of the Federal Reserve Board.

Very truly yours,

E. M. McClelland,
Assistant Secretary.

s
ﬂ/wﬁmmy&_.
TO COMERNSRS OF ALL F. R. BANKS.
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SUBJECT: Qpen Market Procedure.
v
Dearm" Al daa

This letter invites the attention of your bank to changes
which the Federal Reserve Board, after prolonged consideration of the
matter, has concluded shéuld be made in the existing procedure govern-
ing open market operatious.

It may be recalled that it was in April, 1923, that the
pfesent procedure with regard to open market operations was. adopted.
in the preceding year many of the ¥eserve banks, in order to maintaln
portfolios of earning assets, entered the mar:z:et on their own separate
accounts to purchase United States government securities, without much
regard to the effects of their operations on the market for G-overmnent'
securities or on credit conditioms. It was found necessary, in conse-
quence, to give to open market operations a status which recognized
their credit effects a.ﬁd. economic consequences and also their effects
on the position of each Federal reserve banke.

A copy of the Boardt!s resolution containing an outline of
the procedure adoptéd in 1923 is herewith enclosed. Under this pro=-
cedure the principle governing open market operations was defined and
its application and practice 1eft to & Committee consisting of five
¥eserve banks acting under the general supervision of the Federal Re~

serve Board.s

:/[fraser.stlouisfed.org/
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The principle was stated as follows:

"That the time, manner, character and volume of open
mariet investments purchased by Federal Fvserve Banis be
governed with primary regard to the accommodation of com~
merce and business, and to the effect of such purchases or
sales on the general credit situation.®

SRR P R R e T

The five banks constituting the Open Market Investment Committee were

the followings

Ik ol Sandiil S el ol

Federal Reserve Bank of-Boston
Federal Reserve Bank of New York
Federal Reserve Bank of Philadelphia
1 Federal Reserve Bank of Gleveland

' ’ Federal Reserve Bank of Chicago.

e R

Although the necessity of giving to open market operations

& System status was recognized in 1923, it was not then foreseen how

much use would be made of the open market operation as an Iinstrument
of Federal reserve credit policy. As a matter of fact, frequent resort
has been taken to open market operations - either by purchase or sale
of United States Government securities - as & mode of policy in the
five years following the 1923 arrangements.

- Phe experience of this period shows that the open market
operation, when involving other then trifling amounts, may be of first-
rate importance in altering credit comditions even when viewed on &
national scale.

It is not surprising, therefore, that suggestions should
have been made that the System charaster of open market operations
should be fully recognized by having all twelve Federal ¥seserve banks,
instead of five as at present, represented in the shaping of open

market polisy. Views to this effect have been expressed informally
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by Weserve banks not included in the existing set-up, and

‘
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formally by the Federal Advisory Council in the following

recommendation adopted in September, 1928:

nThe Federal Advisory Council without
any intention of criticising the present
arrangements but in order that all governors
of the Federal Weserve banks may participate
in the discussions leading up to actions of
the gpen arket Committee sugzests to the
Federal Reserve Board to consider the advis-
ability of havingy the membership of the QOpen
Market Committee consist of all the governors
of the FPederal feserve banks with an execu-
tive committee composed of five members with
full power to act.” :

For the reasomns briefly set forth above, the Board
has drawn up a revision of the 1923 open market procedure,
which embodies a fuller recognition of the joint interest and
responsibility of the Federal ¥Bserve banks and the PFederal
Resérve Board in the matter of open market policy. The ele-
ments of this procedure are contained in a memorandum adopted

by the Yederal Reserve Board reading as followss
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(1) The Open Market Investment Committee, as at
present constituted, to be discontinued and a new committee,
to be known as the Open Market Policy Conference, to be set
up in its place.

(2) Each Federal reserve bank to be represented on
the Open Market Policy Conference.

(3) The Conference to meet with the Federal Reserve
Board at such times as may be arranged by or with the Board.

(4) The function of the Open Market Policy Conference
to be to consider, develop and recommend plans with regard to
the purchase or sale of securities in the open market.

(5) The time, character and volume of such purchases
and sales to be governed with the view of accommodating com-
merce and business and with regard to their bearing upon the
credit situation.

(6) The conclusions and/or recommendations of the Open
Market Policy Conference to be submitted to each of the
Federal reserve banks and to the Federal Reserve Board for
consideration and/or action.

(7) 4 committee to be known as the Open Market Execu-
tive Committee to be constituted for the purpose of executing
such purchases and sales of securities as have been approved
by Federal reserve banks and the Federal Reserve Board. "

ederal Reserve Bank of St. Louis
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January 21, 1930.

Mr.
Chairman of the Board of Directors,
ederal Reserve Bank of

SUBJECT: Open Market Procedure.

Dear ¥r.

/,This letter invites the attention of your bank to changes

which the Federal Reserve Board, after prolonged consideration of the
matter, has concluded should be made in the existing procedure govern=~
ing open market operations.

It may be recalled that it was in April, 19243, that the
present procedure with regard to open market operations was adopted.
In the preceding year many of the Reserve banks, in order to maintain
portfollos of earning assets, entered the market on their own separate
accounts to purchase United States (Government securities, without much
regard to the effects of their operations on the market for (Government
gsecurities or on credit conditions. It was found necessary, in conse-~
quence, to give to open market operztions a status which recognized
their credit effects and economic consequences and also their effects
on the position of each Federal reserve bank.

A copy of the Board's resolution containing an outline of
the procedure adopted in 1923 is herewith enclosed. Under this pro-
cedure the principle governing open mariket operations was defined and
its application and practice left to a Committee consisting of five
Reserve banks acting under the general supervision of the Federal Reserve

Board.

http://fraser.stlouisfed.org/
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The principle was stated as follows:

"That the time, masmner, character and volume of open
market investments purchased by Federal Reserve Banks be
governed with primary regard to the accommodation of com-~
merce and business, and to the effect of such purchases or
sales on the general credit situation.”

The five banks constituting the QOpen Liarket Investment Committee were
the following:

Federal Reserve Bank of Boston

Federal Reserve Bank of New York

Federal Reserve Bank of Fhiladelphia

Federal Reserve Bank of Cleveland

Federal Reserve Bank of Chicago.

Although the necessity of giving to open market operations

a System status was recognized in 1923, it was not then foreseen how
E much use would be made 0f the open market operation as an instrument
E of Federazl reserve credit policy. As a matter of fact, frequent resort
|
] hgas been taken to open market operations - either by purchase or sale
0f United States Government securities =~ as a mode of policy in the
five years following the 1923 arrangements.

The experience of thig,period shaqws that the open market

when involving other than trifling amounts,
operation, i cOEGRIGEEITINE TR T ST

may be of first-rate lmportance in altering credit conditions even
when viewed on & national scale.

It is not surprising, therefore, that suggestions should
have been made that the System character of open market operations
should be fully recognized by having all twelve Federal Reserve banks,
g instead of five as at present, represented in the shaping of open

market policy. Views to this effect have been expressed informally

{
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by Reserve baniks not included in the existing set-up, and
formally by the Federal Advisory Council in the following
recommendation adopted in September, 1928:

"The Federal Advisory Council without
any intention of criticising the present
arrangements but in order that all governors
of the Federal Reserve banks may participate
in the discussions leading up to actioms of
the Open Market Committee suggests to the
Federal Reserve Board to consider the advis-
ability of having the membership of the Open
Market Committee consist of all the governors
0f the Federal Reserve banks with an execu-
tive Committee composed of five members with
full power to act."

For the reasons briefly set forth above, the Board

has drawn up a revision of the 1923 open market procedure,

which embodies a fuller recognition of the joint interest and
responsibility of the Federal Reserve banks and the Federal

Reserve Board in the matter of open market policy. The ele=
ments of this procedure are contained in a memorandum adopted

by the Federal Reserve Board reading as follows:
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®(1l) The Open Market Investment Committee, as at
present constituted, to be discontinued and a new committee,
to be known as-the Open ¥arket Policy Conference, to be set
up in its place.

(2) Each Federal reserve bank to be represented on
the gpen Market Policy Conferencee.

(3) The Conference to meet with the Federal Reserve
Board at such times as may be arranged by or with the Board.

(4) The function of the Open Market Policy Conference
to be to consider, develop and recommend plans with regard to
the purchase or sale of securities in the open market.

(5} The time, character and volume of such purchases
and sales to be governed with the view of accommodating come
merce and business and with regard to their bearing upon the
credit situation.

(6) The conclusions and/or recomnendations of the COpen
Mariket Policy Conference to be submitted to each of the
Federal meserve banks and to the Federal Reserve Board for
consideration and/or action.

(7) A committee to be known as the Open Market Execu~
tive Committee to be comstituted for the purpose of executing
such purchases and sales of securities as have been approved
by Federal reserve banks and the Federal Reserve Board."

f;:ederal Reserve Bank of St. Louis
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Such further worklng arrangements as may be found necessary
to make the above outlined plan operative will, in the opinion of the
Board, best be determined by the Conference itself when it is organized.

The Board believes that the above procedure contains the

to give expression to
essentials of a workable plan designed/fsz the common interest of the
Federal reserve banks in matters of open market policy and to provide
a reasonable and practicable method for joint action. After your bank

has had time to comsider the plan, the Board will welcome an expression

of your views. ”

A..C .M.
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Jamsary 22, 1980,

Er,.
Chalrmun of the Board of Directaors,
Yederal Reserve Bank of

SUBJECT: Open Mariket Procedure,
Dear ur.

This lotter inviteo the attention of your bank to changes
whioh the Federal Reserve Board, after prolenged oconsideration of the
metter, has oonoluded should be made in the existing procedure govern-
ing open markst operstions.

It may be recalled that it wes in April, 1925, that the
presant procedure with regard to open mariket operations was adepted.
In the preceding year many of the Reserve danks, in order to maintain
portfolios of earning assets, entered the market on their own separsto
aggounts t0 purchase Inited States Government sedurities, without mmeh

regurd to the offests of their operations on the market for (overmment

securities or on eredit conditions. It was found necessary, in oonse~
quence, to give te open market operations a status whioh recognised
their oredit offects and economioc omsequences and also their effects
on the position of eomch JFedaral reserve bark.

A ocopy of the Board's resclution oontaining am outline of
the prosedure adopted in 1925 is herewith enclosed. Under this proe-
ocedure the prinoiplo governing open mariet operations was defined and
$ts appliocation amd prestios loft to & Committee conslsting of five
Reserve banks aating under the gemerel supervision of the Federal Re~
sorvo Board.

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



"

|

,f

-

Reprogues from the nclase fier / Declazsited Acid 753 of e hationzl Archive:

The prinsiple was stated as follows:

"That the time, manner, character and volwme of open
marcet investments purcinased by Federal Reserve Banks be
go0verned with primary regard to the ascsommodution of com~
merce and business, and to the effeot of sush purchases or
sales on the goenaral oredit situstion.”

The five banks constituting the Open Karket Iuvestment Committee were
the following:

Pederal Reserve Bank of Boston

Feoderal Reserve Bauk of New York

Feueral Reserve Bank of FPniladelphia

Foderal Reserve Bani of Cleveland

Yederzl Reserve Bank of Chiosge.

Although the necessity of giving to open market operations
a System status was recognized in 1923, it was not then foresesn how
muach use would de mude of the open market operation &8 an instrument
of Federal reserve oredit polisy. 4s & matter of fast, fregquent resort
has boen tuken to open market operations - sither by purchase or sale
of Umited States Government seourities ~ as & mode of polioy in the
five years following the 1923 arrangemonts.

Tho experience of this period shows that the open market
operatiom, when involving other than trifling smounts, may be of first-
rate importance in altering oredit conditions even when viewed on a
national soale.

It is not surprising, therefore, that muggestions shounld
have boon mads that the System character of open market operutions
should be fully recognized by having all twelve Federal Reserve bunks,
instead of five as at present, represented in the shaping of open

marxst polioy. Views to this effest hauvu been axpressed informully
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by Reserve banks not included in the existinz set-up, snd
formally by the Federal idvisory Council in the foliowine;

recommendat ion adopted in Ceptember, 1928;

"Phe Pederal iLdvisory Counoll without
‘ any intention of critiaising the present
‘ arrangements but in order that all governors
| of the Federsal Reserve banks may participate
| in the disoussions lesading up to astions of
| the Open Mariket Jommittee sugyests to the
| Faderal Reserve Board to consider the sdvis-
| ability of having the membership of the Open
| ¥arket Comittes consist of all the governors
of the Pederal Reserve banks with an exeon~
tive committes coamposed of five members with
full powor to &ot,"

#or the reasons briefly set forth above, the Board

has drewe up & revision of the 1923 epen market procedure,

J whioh embodies & fuller resoimition of the Joint iuterest und
responsibility of the Federal Reserve bunke and the Federal

Reserve Board in the matter of open markst policy. The ele~
wents of this procedure are contained in a memorandum adopted

|
|
| by the Yederal Reservc Board reading as Tollows:
[
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" {1} ‘he Npen Narzet Investment Committes, as &t
present oonstituted, to be dissontinued and 53 noew committes,
to be known as the Open ¥arxet Policy Confercnce, Lo be gat
up in its place.

(2) Each Federsl reserve bunk to be represented on
the Open ierket Polisy Conferense.

(3) The Conference to meet with the Federal Reserve
Board at sush times s may be arranged by or with ths Board.

{4} The function of the Open Market Policy Conference
to be to oonafder, develop and rescrmrwnd plams with regard to
the purchase or sale of securities in the open marxet.

(3) The time, oharaster and volume of such purchases
end seles to be govermsd with the view of asccmmodating com-
meroe and business and with regurd to thelr bearing upon the
oredlt situatiocn.

{86) The conclusions and/or recommendations of the Open
karket Polioy Conferance to bs submitteu to eash of the
Padsral reserve buuks and to the Pederal Reserve Bosard for
oonsidaration and/or setion,

{7} 4 committee to be xnown as the Open Market Exedn-
tive Comuittes to bo constituted for the purpose of executing
such purohases snd sales of sesurities us have been approved
by Federzl reserve bamks snd the Pederal Reserve Board. "

Federal Reserve Bank of St. Louis
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dagh farther working arrangemonts as mmy be found
necseassry to make the ebove outlined plan operative will, in
the opinion of the Board, beat ba deétermined by the Conference
1tsel? whon it 1is organized. )

The Bourd belilaves thet the above prodedure containa
the essentials of & workable plan dssismed to give axpresaion
t9 the common interest of the Pederul reserve bamke in matters
of open market policy und to provi@e & reagonsble and prastiche
ble method for Joint sotion, After your bunk bas had time Lo
sons idar the plan, the Hnoard will weoloome axr expression of

your views.

At ’:3' EO

Federal Reserve Bank of St. Louis
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From ___ Mr. McClellend - . \

v
%
“ero 28495 ! i\

- 4

At the meeting yesterday, the Board aprroved the suggested re-~
vision of open market investment procedure submitted by you and also
voted to transmit the revision to the Federal ressrve banks, with
the request that the Board be advised, within the next thirty days,
ns to its spprowval or disspproval by their Boards of Directors.

It was understood that you would prepares draft of a letter
of trensmittal.
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To. \Xo Subject:. nN-4
# U 4

From__,

«ra 2— 8495

At the- saaatittg of tho 3O*\i kn%amt 18th, 1929, U vt th it
tet ® w rljr aaatlog at stelote tfc* Ifc Il fSomWalfcip *? tha Bo™rd akauld tea
praaaat eoaatdaratiai abauld k¥ glvaa to thir ajMaabtlAty «f imrin% *11
fai afal r***rm tom s ropraaaatad or ite# ttariteat law itw w | caaaadttaa*
Mt Mili#r &va mt%em that *£&# fcbo aafctar o&m up, ha would sso*a that =
A Il awatfla$« tto* QmmMm b» wossduetad tsmifcr I1te au?m*vialo«t of tha
Sttird, with H» Suwiwr proaldiwg *m chaitwm*

ht It« jesting a* foptaaftar 28# I1S9t tha fadafftl AMtory Smamil
Ir<xolti*& the following r»6’x*w3ctffttlaa*

*Th» F«d#tial Adviaoi? Coimtl vithaut my intention of
«rttioitia] Hi* jaraaaist « rranganaota tewt la ord#r that all
gvpavsara »>f tha Fadaral laaarwa tec8ka aay iwr&laipata la
tha dlaauaslona Itft*ng up ta aattoaa of tha %an gavtNt
Cawsitiaa au&jgaata to tha Fadoral uaaarva S$*&d to e«ddar
tha adviaatetllty of M a s tin# Mriteaffahlf af tlia Ofjaw tfcflcat
Cawwlitae a-malat of ail th« $e*a*Mo*t of tha fadaral Saaarva
hank* *tth *.» asao-jilw* ootaalfc .*a a:«p»3ed «f fiwa m&Emr»
with full pssaar ta -at**

Tha B#ttar <mm up far accaidxetighit I te> fkeard m  Catatear 1st, and
It «aa foroht out that afeteslphaaaa af tha g™ aarkat prsaadura of tha
Iffetay a8$tet ta la aaad of ravlalaci «iitle tlaa manl i1 tieat Maaata™ Pillar
and Matt war® a~Intad a gpartial «<Kiltta<" ta draft add satanlt to tha
fior& a ratiai”™ of et pralks"dre# fitea Momtttaa auliHdtVI th«
fal ;orinct

#1} That tha Slarkat laaaataant coawdtfcaa, aa at i>raaaat
aoaatltaitad# te» dlaa™atjwiiad*

(2) tteat a CawdtteMl to }» >tmm aa ttoa Opa» UsHeat rallasf gaafiw rw
be »at up «itl» a gaffiraawtatdfa i'w aaol™ af th« taalv™ fadaral raa’raa
tearka# tfea rapraaaatatlva ta tea daal*aatad by ttea Saafd of ..lraators af
tiwt teank,

*(]|J Tha O]sx laHcat f flitagf CnfaQasiaa ta ba aiMMr tfea ahal.rwaaahlp
of ttea OairarBor af ttea i'adaiad Sass»rv« atid ta »aa% at aua tiaaa
and MNaaa aj isay i*a arraa™ad % or »ith tfea Fadaral paa™rva Baard#

wW4) ?bat It ahall ba fuaat&oa of 'Ue CMN m*km$ i&lla™ Cae™areeee
to amsild™r# pnpaya raai3db>"4 plaa #5th ra™ard to th* paratcaaa
or aala of aaaurltlka 1» tba »?.s» aarteat for assauat™ of tba ItedapH
laaaraa %ate«a and imstiaipatiw* ladatml r*"rra twaka*

*($) that parafacaaa atsd sa-laa of aao&rltiaa for ?yatac aaemait la tlia.
opm tm*teat ~»l | aoodat *rimrliIf at tewieaM aaaa’taaaaa* Nf
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*(6) That the tie*, manner sad vote© of aaoh parehases
and ©aloe shall bo ~veaisd primarily with the view of
aooaunodatiug ccracerce and business and with »gard to their
bearing upon the general credit situation*

**) ?hot for tio purpose of executing each purchasoe and
aaloe of securities ior INotera account as may be approved My
Federal reserve banka aid tha federal Beeerve Board tiiere
shall be constituted a oonnittee ta be known as Tha Open
Vattcet axeeutive Ctnstittoe**

*3118 report was s&endad at tha moating of tha Board on KOvaaber 10F
1928T end tha ovemor was authorised to refer it to tha forthcoming con-
Terences of Governors and Fadaral reserve agsnts* in tha following fonni

@ fThat tha Open juaricst lavesfeient Oammluee, as at present
constituted* bo discontinued*

"(2) Shat a Oocialttee to ba known as She Open UMfo&t Policy
Conference ba sat up with a representative from aaoh of tho
twolvo Fadaral reserve Osaka* tha repreeantatlve to ba deeionated
by tha Board of Directors of tha ba»k*

(3) 2he Open Market alloy cim, rence to ba mder tha ehaiwaaap
Ship of tha JJevemor of tha Federal reserve Beard and to meat
with tha Fadaral Beeenre Board at such timos aa stay ba arranged
by or with the Federal 1ieaerve Board*

that it shall bo the function of B*e Open Market Policy
Oonferecce to consider# prepare «md foeosamd plans with regard
to the purchase or sale of securities iIn tho open maiscot for
account of the Federal “seoree 3yst*» and participating Federal
reserve o&txm*

*(O1 Shat the time, iaudnorf character and volume of such pur-
chases and sales ahail be governed primarily with tho vie of
aocet&faod&ting ootsiaoreo and business and with regac-d to their
bearing upon the general credit situation*

**®) That for the purpose of eseeutimg such purohasee and sales
of securities vfor aystom account as xaay be approved ay Feoersl
reserve “barks and tho Federal Bcserve >o«rd there shall be con-
stituted a committee to be known ao 3ho Opan Market Enscutiwe MVio nittee*"’

At this sams meeting* itwas voted to be the sense of the Board that
It would bs adviseble for each federal reserve bank to be represented at
conferences held £»r the purpose of determining open mar-isst investment

policy*

2be Federal reserve agents in coossoaring tho 5oar&*s proposal
voted to concur in it* after sending paragraph (£) to mad as follows!

[ "That a Oo&nlttee to be known as The Open Market Policy conference
11 be set up with a re”roeentafcIve from oaeh of tho twelve federal re-
If sorva banka# the representative and/or an alternate to be designated
I annually lay the Board of 81footers of the Bank*"
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The Gorwnop* submitted the fa lowing; prerosed revision in
Uto of that suggested by tho Board*

If m*ft) **e* ¥o Mttt | nvastment Coasxdttee* wiVioh 1»
/f now oottpostd of fivs taraf**?** be enlarge* to aa to Include
| 1 la otb«r s&on Governors* mfcing ft Cwaslttee of feaalt«O*
] provided that In o&ee Of the liability of eny Oovemor to
//  attend# on alternate »hali be opr ointed by tho Directors of
/ hi* bank.

*(2) That tho Coo&lttee of twelve shall select from its
memberahlp on jxacutiv* ttMasittae to consist of flvo members*
which shall mrry into effect tho policies from time to tla*
dettfnained by tho full CosRiltteo and approved by tho federal
reserve Board*

*(8) ?h»t it shall be tho function of tho Open I"orket
Investment committee to consider* prepare end recomaiend plena
with regard to the Purchase or sale of securities in the o>en
market for account of the ¥«dopal Beaerve Systeai or peril*
oi patin& Federal reserve banka*

"(4) That the time*«anner* oh* raoter and volume of auoh pur-*
ahasea and sale# ahall be governed primarily with the view of
aeeoenodatinfc commerce and business and with regard to their
bearing upon the general eredtt situation#

© that the i*4iikg« of the Upm U arlcet Investment C<wwitte«#
which shall bo called either by the Board or by the iixeoutlve
Committee of the pen Ssrket Investment Coaralttee shal be hold
in ''maabingtaii or at such other pieoe ee my bo arranged by the
Chairman of the Executive Cowaittee of the Open ferkot Investment
Cowalttes and the 3ovamor of the Federal Keserve Board*

*(6) That the procedure at notinga of the OQpen Market Invest*
ment Committee Shall be in tho future ae in the past* to wits
tfcst tho Committee shall consider and act upon the reeomraendatl >a
of the .xeeutive Committee and shall then meet *4th the Federal
fieeerre board to discuss those recommendations * 1th menders of
tho Board before action by the Board**

;e .- =
this was considered st the ai<kUa] of the Borrd on November 16th
and the feeling was that if it were adopted. It would result merely in
an enlargesaetxt of the existing Open Market Investment Committee without
any practical change in procedure*

Hie doint Conference of Governors’ and Federal Beserve Agents held
on November 16th slightly amended and adopted the reaocar”endation of the
Governors* Conference# as foil carat

| *(1) That the Open SSarteat i#veetmont Coaraittee* which ia now
| composed of five Governora, be enlarged ® as to include the other
/ seven Governors* making a Committee of twelve* provided that In
I case of the Inability of any Governor to attend# an alternate
fj shall fee appointed by the Directors of his bank*
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*(2) That the Committee of twolve shall select from Ita
membership an Executive Committee to eonalat of five mem-
bers, whioh ahall earry into effeet tho pollolee from tlaa
to tlaa determined by tho full Gormltto®© and approved by
tha Federal Beaervo Board*

*B) Tht it ahall bo tha Amotion of tho Opon Market
Investment Committoo to consider, prepare and raoon”and
plana with regard to tha purchase or sale of aeouritlea
In tha opon market for account of tha Federal Reserve

yatera or participating Federal reserve banka*

*(4) That tha time, manner, eh*r*oter and volume of auoh
purchases and sales shali bo governed primarily with tha

via* of aeccamiKlfctlng oammoroc and buainoaa and with regard

to thoir baaring upon tho general orodit altuntlon*
*(6) That tha meetlnga of tha Opon Market Investment Committee*

whioh ahall bo oallad oithar by tha Bo*rd or by tha ilxeoutlvm

Committee of tha Open Market Investment Committee ahall be
held in aaahSngton or at suoh other pl&ao aa may be armnged
by the Chairman of the ixeoutlve Committee of the Open Market
Investment Committee and the Exeoutlva Offloor of the Federal
Aeaerre Board*

*(6) That the proooduro at meetings of the Open Market
Invoatmont Committee ahall be in tho future aa in tho past, to

witl that the Committee ahall consider and mot upon the reooar

mendati ms of the *eoutive Committee and ahall then moot with
the Federal Kesorve Board to dlaeusa these reeommendatlona
with members of the Board for auoh aotion aa the Board may doom
proper** _

[
Tho matter waa further diaouaaed at the meeting of the Bofrd on

Liasoaber 8* 1928v and at tha eonaluaion of tho dleeuaalon. it waa tho
oonaenaua of opinion that it might be adriaable for the Board at that
time merely to amend the reeolutiona adopted on Mareh 22, 19239 es-
tablishing tho open Jiarket Investment Committee, ao aa to provide
that the Committee should "‘eonalet of twelve representatives from
tha Reaerve banks™ instead of five aa at preaentf but formal aotion
waa deferred*
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The Governors* Conference in Hayf 1929* took the following aoti ait

°The diaeuaaion of thia topic brought out the M that tha
Federal Heserve Board has not yet aeted upon the reoommendatlion
of the joint oonferenoc of Oovernora and Agents of November,
1923* and it waa

*?0f2D to be the aenae of the conference that it la atlll in
agreement with the reoommendatlona of the Federal Advisory
Council, sado at Ita meeting In September, 1928, relative to
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*(2) That the Com-sitiee of twelve ahalX galoot from its
membership an hxeoutivc Committee to consist of five ms-
bers, which shall carry Into effect the policies from tine
to time determined by the full Committee end approved by
the Federel Beaervc Board*

*(S) Tivt it shell be the function of the Open Market
Investment Committee to oonsider, prepsre end reoonmend
plane with regard to the furehaso or eele of aecuritles
in the open market for eoceount of the Federal Reserve
yatem or prrticlpating Federal reserve banks*

*(4) That the time, wanner, oh*rioter and volume of aueh
purchases end sales shall be governed primarily vdth the
view of aoconmod*tlng eommeroe end business end with regard
to their bearing upon the general credit situation*

*(6) That the meetings of the Open Market Investment Committee,
which shall be celled either by the Board or by the ”"*ecuttww
Committee of the Open Market Investment Committee shall be
held in vmshington or at such other place as may bs arranged
bv the Chairman of the ijDSoutive Comraittoe of the Open Market
Investment Committee end the Executive Officer of the Federal
fteeervc Board*

*(6) That the procedure at meetings of the Open Hflarket
Investment Committee shall be In the future as in the past, to
wit* that the Committee shall consider and sot upon the reeosf
mendstions of the jieoutive Committee and shall then meet with
the Federal Reserve Board to dlaouss these recommendatlonc
with members of the Board for such notion as the Board may dee*
proper*e

The matter was Ffurther discussed at the meeting of the Bo¥rd on
December 8, 1928* and at the conclusion of the discussion, It was the
consensus of opinion that it might be advisable for the Board at that
time merely to amend the resolutions adopted on ftSath 22, 1923, ea«
tabliehing the >pen Starket Investment Committee, so as to provide
that the Committee should "‘consist of twelve representatives from
the Heserve banks* Instead of five ac at present, but forwal action
wee deferred*

The Governors® Conference in Bay, 1929, took the following act!ont

"The discussion of this topic brought out the Ifect that the
Federal Reserve Board has not yet acted upon the recommendation
of the joint conference of Governors and Agents of November,
192 ., and it was

to be the sense of the conference that It is still in
agreement with the reeottteadatlons of the Federal Advisoly
Council, made et its meeting In September, 1929, relative to
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*the enlergetnent of the Qpcn Market Committee* and that
the object of those recommendations mi“ht effectively

be aooompliahed by the sdopti *1 of the procedure pro-
posed to the conference of Oovernors In November, 1928F
as emended end ftp roved by that 0 nforence end the joint
conference of Governors end Federal Honerve Agents*

"In discussing this subject* the inference further ex-
pressed the opinion that It might be helpful and advisnble
to review the functions of the pen Market Investment Con*
nittee, believing the comraittce can best serve Its purpose
by continuing a procedure such aa that referred to by the
Open Jarket Committe a In its report of January 7# 1929,

a procedure which the conference understood to be the
procedure followed in the pest*4

At the meeting on December 12# 19£9t the natter was called up
for consideration and was nade special order of business on a dote
to be fixed by the Governor within the next two weeks*
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Form No. 131
FEDERAL RESERVE

Office Correspondence = flate  *Awceaahor is t 1029

To Subject:.

Hr* 2U>vlttl«ii&
From

2— 8495

At tha mmt%m tho m August m 4 1928, It wao rotod that
at aa #az®y itaotla# at whidfct tho ffcll taasfcarship of tho Board ahould ho
proooHt ttonaidoratioa should ~ &tm to tho a&riaabilit® of M as d|
F&daral im m baako raproac<mtol an tha Opoa Barfcot lafaotaaat JOB»tttoo*
Ur* MiUaf sail aotioo that whoa tho isattor oasa up* h« would naoro that
all aootlnga af tha Oaaaittoa bo eooda&toA uacior tha auparrlaia* of tha
Beard* with t&a doam r jaroaiding aa Ohalmatu

At Its euwtl&c m SOftaofcor 28* 1918* tho Fodorof Cawll
aafenlttod tha f»U»Aag

"tho Foioral 4rUory Ooosail wlthoat any intaatioa of
orltiolalng lha proao&t orraagamaata tart la ordor that all
gororaaro of tha Fadoral Baaorro M m way parUolpato la
tha dioouastaa loadlag up to aotloaa of tha Opoa gasket
Jcnaittoe aaggeate to tha Fodaral lasam Board to eaoalder
tha adriaahillty of harlag tha raosbarshlp of tha Ops* Jiarteat
ooaasittee eonslst of all tha “vomra of tha yodoral Boaerva
haafta with an oxocutbro ooaalttee eaapoaed of ffro aaafcoue
with fall poaer to aot**

fhe aattar eaao up far oosaidaratioa tha Board on Oeteher 1st* «ad
It aaa broaght oat that othar jfeaaes of tha epaa rmt&ot praooduro of tha
Syotaa ttigfct ha la seed of rortalo™* with tho roaalt that 8ssora« Siller
aad Platt were a®olotod a apoolal ooraaittee to draft and aatartt to tho
Beard a proposed rorlsloa of that procedure* Bto Oanalttee submitted tho
FOIIowIu|9

*(1) that tho Qpaa Saittst Xaroateeat cooadttao* aa at prasaat
oofeatlt*ted* fee dlosoatlasted*

**21 that a Ooaalttoe to ba knoaa aa 3he Opan gaxtret policy
Ooaferoeea ho sot up with a repraoeatatire fMa aaah of tha twelve
Fedoral reeerre fcaafee* the fopreocaatatlro to ha daeigaatad hr tho
Hoard of Plraotoro of tho Ha:*

*(3j tha Opsa Saitat M ia; Coaferaaee to ho uader tho ohaiaaoaohip
of tho Governor of tha federal itoaorva Board aad to ooot at aaafe tlaee
sod p&aocaa aa «a$f ho arraa™ad hy or with the Federal SSaserre Board*

*(¢) Shat it shall ha tha ffeastlea of Bio Opoa saneat Policy Goa-
faranee to oonaidor* propara aad reoomsaad plana with regard to tho
paroitace or sale of aaooritloa la tha opoa aazfcot for aooooat af tha
Federal asoawm Systaat a&d partlolpstla® Fadoral saaarra haaha*

*(5] that parohaaoo aad aalaa of aaouriUaa for ayataa aocaaaat la tha
opoa aar&at ahAl esaaiot priBarily of ha”eara acaoptaaooa*
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«{<§) that the tin»# wanner and iroluao of auoh oirohaaoc
and sales cbcl be &m®rmid pvtactlljr with the view of
aeeoai”odatlnjg eowaeree and htu&iioce m3 with regard to their
bwarinf upon tba &ener*l credit clt%oi*tl->

"(7) That for to JS\KPWNF of oaeccutlisc euoh purohaceo end
gala# of securities for #ttc*ft aoo *>rfc ne my fcc ippm il by
?eder*l raeerva beaks *ndt the Fedcrol Ftsccrv* $tard there
eh*11 ha constituted # eoosaitto to be known ae the Open
Market xecutlve CcocAttee**

Tfeie report ace aisanded at the section of the &wrd on tovsafcer 10t
28tt» and the Oovomor wee authorised to rcf*r it to the forthecaiftg con*
ftrances of Jotfcraorc m& Federal rwearre agents* in the following lbimi

#(1) That the Open Ukrtoet lavestaont OmItIHM* ce at present
constituted* he dieoontinued*

*{8) 'That-a Uossaittsw* to he tha ae The Open Mertect ftCIM?
conference he act up with * representative iron oitcfe of the
twelve Fcdovol reserve banks, the representative to he <oolgrstc<t
by the Board of Dir~etere of the bank*

*(e) The Opm mirfret olloy Conference to ho under the chaSmm-
chip of the Governor of the Fedenl fesorve 9mrd and to meet
with the Federal Keeerve &oard at f\Ofc tlaac ae nay bo arranged
by or with tha Federal Hesorwe Board™

{4} That It shell bo the tmmtim of The Opm Market Policy
conference to oonelder* prepare and reooRfiaend plane with regard
to the purchaco or calc of securitloe In the &pm market for
account of the federal Eccorto Syctcst and participating ?*td»r*i
roeervc barfci#*

*(«) th*t the tim 8 mmt*r9 ehcraster and wvoliscc of s*oh pur*
oticsee and aalca i)sU he $ovom«d prtnsrily with tho view of
*awwdii*to* wiMMMIi cndbmtfnnto *n8 *tHi rcptrt to tfcotr
hearing upon the general credit situation*

*(g) that for the ptrpoeo of executing such curohases and celes
of ceourltlee for frittti account as my he approved by Federal
reserve benks and the Federal ieeervc Boerd there shell he con-
stituted ¢ oomnttbec to he mown ac the Open Market xooutive Coomlttec* *

At thie care «eetln$* 1% was oted to bo the sense of the Board that
it would he advischle for each Federal reserve bank to be represented at
confciwuiiX hold for the purpose of dstcfisiwt»n open ncffaut isvihwrt
policy*

The Federal reserve agents In OPftCldsrfas the Hoard*a propoeal
voted to concur In it* after sending ?«ragmoh (2) to read as follm i

*That a Comdttcc to bo mmn ac The open Effect Policy Conference
be cet up with a representative from each of the twelve Federal ra-
cers* bents* the representative and/or an altemete to be deeiRtu*ted
annually hy the Board of rlreotors of tho Sank**
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*(2) Thmt the Commitieo of twelve ahall seleot from its
nonbership nn ixecutive Committec to eomsist of five meme
bers, which shali asrry into effeot ti:e policies from time
to time detormined by the fuil Committee and smpproved by
the Fedoral Reserve Bonprd,

"(8) That it ghall de the funotion »f the Open Merket
Invostnont Comaittee to omnsidor, prepare and recomnend
plane with regard to the turohmee or asle of sesurities
in the open market for acoount of the Federal reserve
dystem or ;srtieipating Foderal ressrve bania,

"(4) That the time, mmmner, charsoter and volums of such
purchaees and sales ghell be governed primmrily with the
view of soocommodating ocomiores snd dYusiness and with regerd
to thelr besring upon the genorel oredit situatinon,

"(6) That the meetings ef the Tpen Unrket Investment Committee,
which shall be oslled either by the Roerd or by the ixecutive
Comnittee of the pen iarket lnvestment Committes shall be
bold in ¥“ashington or et sucsh other plees as seybs arranged
by the Chairman of the ixesutive Commities of the Upon Mrket
Investunent Comnittee and the :.ecutive Offiocor of the Federal
heservo Bomrde

*{8) T™hat the procedure at mwetings of the Open larket In-
vestment Comaittee shell be in the future as in the pnst, to
wit: that the Committeu shall oonsidor and sot upon the recom-
mondations of the ixeewtive Committee and shall them meet with
the Federal Ress ve Board to disocuss these recommendetions
with manbers of the ioard for such asctisn as the Bosrd mey deem
propers”

The mmtter waa further dissussed at the mesting of the Hoard on
isgember 3, 1023, and at the esnslusion of the discussion, it was the
oonsensus of epinion thet it might be sdvisabls for the Bosrd =t that
time merely to amend the resoluti ne adopted on ¥areh 22, 1923, es-
tablishiag the Open Harket Investment Committee, 30 6 to provide
that the Cummittee should “oonsist >f twelve representatives from
the Heserve banks”’ instead of five ss at present, but formal seti'm
wes deferred.

The Governors' Conferencs in limy, 1929, tack the following aetion

“The discussion of thias to-io brought sut the faet that the
Fedorel Reserve Busrd has not yet soted u on the reeommendation
of the joint sonferonce of Uovernors and ‘gonts of Hovember,
1927, and 1t was

WOTil So be the sense of the conferense that it iy still in
sgroement with the revcommendstions of the Federal rdvisory
Counoil, mnde at its meeting in Septembder, 1023, relative to
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the spinrgommt of the Tpem Nerket Committes, dnd timt
the objest of those recomzsmdations ealight effectively
be socomplished by the sdoption of the procedurs pro-
posed to the eonfersnos of Governors in Hovember, 1026,
ag azended and anoroved by thet enforence and the joint
gonferense of Govorncrs snd Fodersl fesarve ‘gomtse

*In discussing thias subjsot, the conference further ex-
prossed the oy nion that it might W helpful and edoisable
to revien the funations of the Open mrket Investmsnt Come
mittes, bolieving ths goumittec ean best sorve its ypurpose
by sontipuing » vrocedure sush sy that roferred to by the
Open Narket Committes in its roport of Januery 7, 1629,
a proosdure whieh the oonfarencs undsreteod to be the
procadure followed in the pest.”

At the meoting on Dosember 12, 1020, the metter was otlled wp
for omsidoration snd wee asde arwoial order of tusiness on » date
to bo fixed by the Uovemor within the noxt two veokse
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OFFICERS
F. O. WETMORE, PRESIDENT
B.A. MCKINNEY, VICE-PRESIDENT
WALTER LICHTENSTEIN. SECRETARY

EXECUTIVE COMMITTEE
F. ©O. WETMORE
B. A. MCKINNEY
W. C. POTTER
L. L. RUE
HARRIS CREECH
W. W. SMITH

FEDERAL ADVISORY COUNCIL

OFFICE OF THE PRESIDENT

38 SOUTH DEARBORN STREET

e CHICAGO,
TR Y

A 0%

Hon. Roy A. Young, Governor,

Federal Reserve Board,

Washington, D. C,

My dear Governor Young:-

I had intended to inquire

November 21, 1929.

MEMBERS
1929

A. M. HEARD, DisTRICT No. 1 i i
WILLIAM C. POTTER. DISTRICT NO. 2

L. L. RUE. DISTRICT No. 3 |
HARRIS CREECH, DisTRICT No. 4 '
JOHN POOLE, DISTRIST NO. B

J. P. BUTLER, Jr., DisSTRICT NoO, 6

F. O. WETMORE, DisTRICT NO. 7

W. W. SMITH, DisTRICT NoO, 8 -
THEODORE WOLD, DisTrICT NoO. 9

P. W. GOEBEL. DisTRICT NoO. 10

B. A. MCKINNEY, DIsTRICT No. 11

F. L. LIPMAN, DIsTRICT NO. 12

A 23 =0

at the

meeting on Tuesday as to what results, if any, had arisen

from the Recommendation of the Council under date of Sept.

to sit in on the Open Market Committee's deliberations |

where and when time permitted.

I seem to have a hazy !

recollection in my mind that you had mentioned this subject

either to me persondlly or to the Council since that date,
but if so I am unable to recall what it was or what you said.

I would be pleased to hear from you at your convenience, and

with best regards, remain
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To __Yederal Reserve Board

S R | 3733
F No; o FEDERAL RESERVE. € ;'fu" \‘g ‘
Office Correspunaence =~ == el 13, 1939, & Z’“"
. N/ oA

Subject:__Open Market Investwment 6:Z_¢ AN
Committee

From_Jkr. MoClelland, ~ L e

The minutes of the recent Conference of Governors containm tne following

entry with respect to the Conference's consideration of the question of the
organisation of the Open Market Investmant Committee:

7

]
{
i

H
!

B

~"" wthe discussion of this toplc brought out the fact that the
Pederal Heserve Board has not yet acted wpon the recommendation
of the joint conference of Governors and Agents of November, 1928,
and it was
VOTED to be the sense of the conference that it is still ia
agreement with the recomzendations of the Federal Advisory Counecil,
made at its meeting in Septecber, 1928, relative to the enlargement
of the Open Market Committee, and that the object of those
recommendations might effectively be accomplishned by the adoption
of the procedure proposed to the conference of Governors ia November,
1928, as amended and approved by that conference and the Joint cone-

ference of Governors and Federal Reserve Agents,
In discussing this subject, the conference further expressed

the opinion that it might be helpful and advisable to review the
functions of the Open Market Investment Commitiee, believing the

camnittee can best serve its purpose by comtinuing a procedure such
as that referred to by the Open Market Committes in its report of
January 7, 1929, a procedure which the conference understood to be

the procedure followed im the past.*

pimeon,_

R

7
—

)
K

e

futsae,

0EC 12 1829

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



proeo—

O
h

Federal Reserve Bank of St. Louis

Reproduced from the Unclassified / Declassified Holdings of the National Archives

S

M.

".Dlﬁ“uﬁ,, .

‘ ko‘{

Dear Mr. Wetmore:

This will acknowledge receipt of your letter of
Foveuber 2lst and I advise that up to the moment nothing has
been done with the tion of the Council under date
of 3entember 28, 1928, 'that the Oven Market Committee bo ex-
tended % cover reprssentation from all of th‘ Federsl rescrve
hanks, :

Dthy in adoptine the suggestion nas cocurred de-
cause of soms palty differences of opinion, whicth, I telieve,
are now practically eliminated. I expect to again revive the
sazrestion and be able to mamounce %o you at a later date that
the reoomnendation of the Council hag desn adopted by the Board
and the Regerve danks. During the {nterim may I ask your kind
indulgenos.

With kind personal regards, I am

Yours sincerely,
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. o FEDERAL RESERVE ; )
Office Corresponuence = Do M 1928
To ___Federal Reserve Board = Subkxc.,Qpeg‘Markg.Mlnzggtmegh.,*;;_ﬁ;;:gm

From_ Mr, McClelland. _ o ‘_Ggmttaa

s g

The minutes of the recent Conference of Governors contain the following
entry with respect to the Conference!s consideration of the question of the
organization of the Open Market Investment Committee:

WThe discussion of this topic brougint out the fact that the
Federal Reserve Board has not yet acted upon the recommendation
of the joint conference of Governors and Agents of November, 1928,
and it was

VOTED to be the sense of the conference that it is still in
agreement witn the recommendations of the Federal Advisory Council,
made at its meeting in September, 1928, relative to the enlargement
of the Open Market Committee, and that the object of those
recommendations might effectively be accomplished by the adoption
of the procedure proposed to the conference of Governors in November,
1928, as amended and approved by that conference and the joint con-
ference of Governors asnd Federal Reserve Agents,

In discussing this subject, the conference further expressed
the opinion that it might be helpful and advisable to review the
functions of the Open Market Investment Committee, believing the
committee can best serve its purpose by continuing a procedure such
as that referred to by the Open Market Committee in its report of
Jamuary 7, 1929, a procedure which the conference understood to be ;
the procedure followed in the past.®

MAY 23 1929

&
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May 3, 1929.

) Deaxr Mr, Hoxton:

Your letter of April 30th has been braught
to the attention of the Federal Reserve Board, which
notes that the directors of your bank, at their
meeting on April 1llth, concurrsd in the recommenda-
tion of the Fall Conference of Governors and Federal
Reserve Agents, that the Open Market Investment
Comnittes be anlarged by placing theraon the
Governor of each Federal Heserve Bank not now repre-
asnted,

Very truly yours,

[Signed) E. M. McCLELLAND
¥, M. McClelland,
Aasistant Seoretary.

Mr, W, W, Hoxton, Chairman,
Yederal Heserve Bank,
Richmond, Virginia.
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N FEDERAL RESERVE BANK 333,-C
Vb OF RICHMOND

April 30, 19&z9.

Federal Reserve Board,
Washington, D. C

Gentlemen:-

At the last meeting of our board of
directors, held on April 11lth, our board concurred
in the recommendation of the last conference of
governors and Federal reserve agents to the Federal
Reserve Board that the System's Open Market Invest-
ment Commitlee be enlarged by placing thereon the
governor of each Federal reserve bpank not now repre-
sented.

Respectfully,

W

¥m. W. Hoxton,
Chairman of the Board.

& 2.2
| MAY 9 1929

@
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' FEDERAL RESERVE BOARD 32 .0
}W o - j ot} S
{ Y v WASHINGTON «‘7@
A DRES‘(S OFFICIAL CORRESPONDENCE TO M
THE FEDERAL RESERVE BOARD
X-6191

Decembsr 10, 1928,

SUBJECT: Action on Conference Recommendations.

Dear Sir:

There are enclosed herewith, for your
information, copies of letters addressed to, the
Secretary of the Governors' Conference and the
Chairman of the Conference of Federal Reserve
Agents, with respect to the status before the
Board of the various matters considered by
either or both of the Conferences:

Very truly yours,

Walter I.. Eddy,
Secretary.

TO ALL GOVERNORS AND FEDERAL RESERVE AGENTS.

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

—

COPY X-6l%1l-a

December 6, 1928.

Dear Governor Harrison:

The Federal Reserve Boatrd has given careful consideration to the
various topics discussed at the recent conference of Governors of the
Federal Reserve Banks, as reported to it in the Secretary's minutes
which you forwarded to the Board under date of December 1, 1928. The
status here of the various matters, as well as definite actions which
have been taken with respect to some of them, are as follows:

-

Topic I-a- Suggested revision of Open NMarket Investment Procedura: |
5 The Board still has this matter under advisement and consideration
is being given to the recommendation of the Governors, as amended and
adopted by the Joint Conference of Governors and Federal Reserve Agents.
The matter will be made the subject of a communication to all Federal
Reserve Banks at a later date. .

Topic I-b - Discount rates and open market policies.

The Board noted that the Conference appointed a Committee to make
a study and to report to each Governor as soon as practicable any
conclusions or recommendations which the Committee deems necessary with
respect to Federal Reserve credit operations, objectives and policies.
It is requested that you arrange to have a copy of the Committee's ‘
report forwarded to the Board at the time it is submitted to the Governors.

J Topic I~c — Loansg by Feaeral Reserve Banks t0 thell member Danks,
The Board concurs in the recommendation of the Conference, made
after discussion of the several related subjects listed under ihis general
topic, that it would be advisable to require all reporting member bamks

each week toireport in the same manner now required of banks in some
of the principal cities, the amount of their call and time loans to
brokers and dealers, secured by stocks and bonds. At an early date
appropriate instructions will go forward to all Federal Reserve Banks.

Topic I-c-5 -~ Minimum maturity on member bank collateral notes.

Upon further consideration of the suggestion contained in the
Board's letter of September 4, 1928 (X-6124) relative to the establish-
ment' of a minimum maturity on member banks!' collateral notes, the Board
voted not to adopt the suggestion.

Topic I-c-6 - Suggestion that special effort be made to impress
upon member banks the desirability ofvméfhtainingAadequate portfolios
of eligible paper and acquainting them with the kinds of paper eligible
for rediscount (Board's letter of August 24, 1928 - X-6118).
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X-6191-a
Governor Harrison....e

The Board has voted to adopt the recommendation made by the Confer-
ence that it issue a statement in the Federal Reserve bulletin dealing
with the above gquestion and an appropriate statement is in the course of
preparation and will appear in an early issue of the bulletin,

Topic I-d - Revnort on relations with foreign banks.

In the minute entry relating to this topic the statement is made
that in addition to your review of the various matters relating to
overations of foreign banks of issue, you reviewed plans which are now
pending for the stabilization of certain currencies abroad. The minutes
do not indicate whether or not this report was a written cne, and members
of the Board have requested that if a written report was not prepared,
copy of which can be forwarded to the Board, you furnish the Board with a
memorandum setting forth in substance your remarks concerning the various
matters, particularly those relating to stabilization plans which are
pending at this time.

Topic IV-a - Proposed revision of functional expense report.

The Board noted the concurrence of the Conference in the views
set forth in the report submitted by Messrs. Smead and Rounds, and has
voted to approve their recommendation that the functional expense repcert
be contimued in its present form.

Topic IV-b~1 - Beparate financial statements of corporations or
firms closely affiliated with the borrower.,

The Board noted the view of the Conference that inasmuch as the
relative provisions of Regulation A were amended only recently, it
would be preferable as a practical matter not to suggest another amendment
to the regulatiion pending further experience.

Topic IV-b-2 - Desirability of amending Sections 7 and 9 of
Regulation A so as to except from the prohibition on the discount of paper
bearing the signature or endorsement of nonmember banks, bills of exchange
payable at sight or on demand of the kind described in Section 7 (Board!'s
letter X-6145 dated September 26, 1928).

In view of the understanding had at the Joint Conference on November
16th, that the situation giving rise to this question can be handled under
the regulaticn as it now stands, it was voted that no amendment to the
regulation be made at this time.

Topic IV-b~3 -~ Right of Federal Reserve Bank to charge items to the
reserve account of banks "at any time when in any particular case such
Federal Reserve Bank deems it necessary to do so." (Section 5 Regulation J)

The Board has voted to amend Section 5 of Regulation J by eliminating
from paragrapnh 4 thereof the phrase "Provided, however, that any Federal
Reserve Bank may reserve the right in its check-collection circular to
charge such items to the reserve account or clearing account of any such
bank at any time when in any particular case the Federal Reserve Bank
deems 1t necessary to do so." This amendment will not be made effective,
however, until after consultation with the various Federal Reserve Banks.,

http://fraser.stlouisfed.org/
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X-6191-a

Governor Harrisgn....3

Topic IV-c - Deduction of foreign balances in computing member bank
reserves - (Board's letter X-6125 dated September 4, 1928.)

The views of the Conference on this topic were noted and the Board
voted that the ruling made by it in 1919, to the effect that balances
due from foreignh banks may net be deducted from balances due to other
banks by a member bank in calculating its reserves, should not be revoked.

Topic IV-d - Sugeestion that meetings between the Federal Reserve
Board and the directors of the Federal Reserve Banks be held annually in
Washington. (Board's letter X-6142 dated September 22, 1528).

The Board concurs in the position of the Conference that no further
action is necessary on this gquestion.

Topic IV-e ~ Report of leased Wire Committee.

The sumaary appearing in the Secretary's minutes relating to this
report was noted and the Board will request the Chairman of the Committee
to furnish it with a copy of the report for its records.

Topic IV-g - Repert of Pension Committee.

The action of the Conference in voting to accept this report was
noted and the Board requests that it be furnished at this time with a
complete copy of the report for its files and, later, with a copy of the
new bill which the Committee plans to offer.

Topic IV-h - Report of Subcommittee of General Committee on bankers:
acceptances.

The action of the Conference in approving this report and its
instructions to the Cemmittee were noted by the Board, which requests that
a complete copy of this report also be furnished to it.

Topic III-b — Future policy with respect to Gold certificate circula-
tion.

The Board concurs in the view of the Conference that no change
should be made in the present policy under which gold certifieate circula-
tion has been maintained at about one billion dollars.

Topic V-b -~ Collateral for war loan deposits.

The Board noted with approval the recommendation to be made by the
Conference to the Secretary of the Treasury that it would be advisable
to make only govermnment securities eligidble as collateral for war loan
deposits,

Canadian Currency.

For the purpose of making a further study and report on this question
the Board has appointed a Committee consisting of Managing Director
Schneckenburger of the Buffalo Branch, Managing Director Cation of the
Detroit Branch, Managing Director Shaw of the Seattlc Branch and Deputy
Governor Moore of the Pederal Reserve Bank of Minneapolis. The Board
later will make this matter the subject of special communications to the
Governors of those Federal Reserve Banks having representatives on the
Committee,
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X-6191-~a
Governor HarrisonNa....4

Granting of fiduciary pewers to national banks (Memo X-6172 dated Now

ember 3, 1928.)

The Board noted that the Conference was favorably inclined to the
suggestions contained in the mcmorandum but is not propared, however,
to immediately take definite action with rosocct thoreto. The Board

will advisc all Federal Rescrve Banks in due coursc of whatever action is
taken.

Waiver of six months! noticc by statc banks voluntarily withdrawing
from the Federcl Rescrve Systoma

In accordsnce with the rccommendation of the Confercnce the Board
votcd to suggest an amendment, at the proper time, which would give it the
option of waiving the six months' noticc rcquircd of statc member banks
voluntarily withdrawing from the systcem. If thc amendment is passed
the rescrve banks will be given an opportunity to express to the Board
in each individusl case their views with respect to the wisdom of a
wailver of notice.

The scveral other matters covered in the Secretary'ls report do not
appear to require any action by the Federal Rescrve Bozrd.

Copy of this lettor will be forwarded to the Governmor of cach of
the Federal Rescrve Banks for his information.

Very truly yours,

R. A. Young,
Governor.

Mr., George L. Harrison, Seccrectary,
Governors! Conference,

Carc Federal Rescrve Bank,

New York, N. Y.
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corPY X-6191~Db

December 8, 1928.

Dear Mr. Martin:

The Federal Reserve Board has considered the various topics discussed
at the recent Conference of Federal Reserve Agents, as reported in the
Secretary!s minutes forwarded to the Board with your letter of November
28, 1928,

The status here or action taken on the several topics considered
Jointly by the Federal Reserve Agents and the Governors are reported in
2 letter dated December 6th to the Secretary of the Governors' Conference,
copy of which is enclosed herewith. The other matters discussed by the
Federal Reserve Agents were dealt with by the Board as follows:

Topic I-a ~ Suggestion that special effort be made to impress upon
member banks the desirability of maintaining adequate portfolios of
eligible paper and acquainting them with the kinds of vnaper eligible for
rediscount. (Board's letter X-6118, dated August 24, 1928.)

In addition to the action of the Board reported in the attached
letter to the Secretary of the Governors! Conference in approving the
suggestion that a statement on this question be published in the Federal
Reserve bulletin, the Board will confer with the Comptroller of the Currency,
as recomuended by the Federal Reserve Agents, with a view tc having his
examiners cooperate in the matter of acquainting officers of national
banks with eligibility requirements.

Topic I-f - Clagsification of member banks by electoral groups.

The Board noted the view of the Conference that the classification
and grouping must be determined by the needs of each individuwal district.
The replies to. the Board's letter of October 12, 1928, X-€159, requesting
certain information and suggestions are now being compiled and will be
ready for submission to the Board shortly after the first of the year.

At that time the Board will again commnicate with the Chairmen regarding
this subject.

Topic I-k - Examination of state member banks (Memo. X~6173 dated
October 12, 1928.)

The Board has voted to abolish its Department of State Bank Examina-
tions, effective Febraury 1, 1929, In due course a special communication
with reference to this action will be addressed to each Federal Reserve
Agent.
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X-6191-D
Mr. Wm. McC. Martirn...2.

Topic I-k = Applications for reduction in reserve requirements,
(Memo X~6176, dated Octobver 27, 1928)

The Board has noted the recommendation of the Federal Reserve Agents'
Conference on this topic but is not prevared to take immcdiate action
relative therecto.

Topic II-c - Report of Bank and Public Relations Committee.
The action of the Conference in accepting this report has been noted
by the Board but no action relative to it will be taken at this time.

Tonic II-d - Report of Committee on National Summary of Business
Condiiions.

The recommendation contained in this report and adopted by the
Conference that efforts be made to standardize the length of the summary
at about 700 words has been noted and the matter has been referred to
the Director of the Board's Division of Research and Statistics.

Topic III-e -~ When such a thing as a run occurs, how should officers
of Reserve Banks and Branches answer questions?

The Board has noted with approval the view of the Conference with
respect to the position which should be taken by Federal Reserve Banks
and Branches in replying to inquiries regarding bank disturbances.

Topic III-g ~ Unretired stock in Federal Reserve Banks held by banks
in process of liguidation.

In its last annual report the Board recommended an amendment to the
Act permitting the cancellation of Federal Rescrve Bank stock held by
member banks which have gone out of business without a receiver or
liguidating agent having been appointed therefor, and has now requested
its Counsel to prepare a specific form of amendment which will be con-
sidered by the Board in due course.

Topic III-n - Auditing Departments.

The Board approved the action of the Conference in voting that a
meeting of the General Auditors of the twelve Federal Reserve Banks and
a nepresentative of the Federal Reserve Board be called in the near future
for the purpose of discussing problems incident to their work. Mr. Smead
will represent the Board at this Conference and it is requested that you
comminicate with him regarding the time at which it should be held.

The other matters reported in the Secretary's minutes do not require
action by the Board.

o
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X-6191-b
Mr. Wm, McC. Martin,..3 ,

A copny of this letter and enclosure is being forwarded to the
Chairman of each Federal Reserve Bank for his information.

Very truly yours,

R. A. Young,
Governor.

Mr. Wm. McC. Martin, Chairman,
Federal Reserve Agents' Conference,
care Federal Reserve Bank,

St. Louls, Missouri.
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EXCERPT FROM MINUTES OF THE MEETING OF THE BOARD HELD ON DECEMBER 3, 1928,

The Governor then referred to the suggested revision of the Open
Market Investment procedure of the Federal Reserve System and reviewed the
past consideration given to the subject. He submitted the suggestion to
the Governors' Conference, as amended and adopted by the Joint Conference

of Governors and Federal Reserve Agents on November 16th, as follows:
ARXRXX X XX

* % % % % % A detailed discussion ensued at the conclusion
of which it was the consensus of opinion that it might be
advisable for the Board at the present time merely to amend
the resolutions adopted on March 22, 1923, establishing the
Open Market Investment Committee, so as to provide that the
Committee should "consist of twelve representatives from the
Reserve banks! instead of five as at present but formal
action was deferred.
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From . _ _ o
Wr. %eClellend 805

Thare is astashsd harete & esopy of the suggested reviston of
the Upen “arket luvestumnt rossiure of She Federsl iweerve Uysten,
subaitted by the Sourd's Comsittes, torsther wish ocoples as axesd:d by the
Paderal Leserve AgZents and as reeccosaded by the Govervors® Conference.
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GOVERNORS

{1} That the Open lMarket Investment Committee, which is now compomsed of
five Governoras, be enlargsd so as to inolude the othor seven Governors, making & ;-
Committee of twelve, provided that iun case of the inahility of any Governor to
attend, an alternate shall be appointed by the Directors of his bank.

(2) That the Committee of twelve shall selest from its membership en Exe
outive Comnittee to consist of five maders, which shall carry into effect the
policies from time to time determined by the full Committee and approved by the
Foderal Heserve Boaxd,

(3) 7That it shall be the functiom of the Open Market Invesiment Comuittee
to ¢consider, prepare and vecommend plans with regard to the purchase or sale of
socurities in the open market for account of the Federal Heserve . ystem or perti-
cipating Federal reserve banks.

(4) That the time, manner, character and volume of such purchases and sales
shall be governed primarily with the viex of accommodating commerce amdi business
and with regard to their dearing upon the gemeral eredit situation.

(5) Thet the meetings of the Open larket Investment Comnittee, which ghall
be aalled eithsr by the Board or by the ixecutive Coomittee of the Open Market
Inveatment Cormittee shall b» held in Yashinston or at such other place as may be
arranged by the Chairman of the kxeoutive Coznittee of the (Open Lerket Investment
Committee and the Govermor of the Pederal Hesexve 3oard,

(&) ‘That the procedurs at meetirge of the Opem Market Investment Coriuittee
shall be in the future as in the past, to wi%t: that the Committee shall consider
and ast upon the recommwndations of the ixecutive Cormittee and shall then mwet
with the Federal ieserve lLoard to diccuss those recommendations with nembers of
the Board before sotion by the Board.

November 14, 1028.

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



{1) That the Mmrht Investmont Commitise, av at present constitused,
b dissontirmied. .
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so% up with & representative from esash of the twelve Fedarsl reaerve banks, the
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reetors of the bank.

(3) 7The Opem Maxkes Polisy Conferense t0 De urder the chalrmanship of the
Governor ¢f the Federal Reserve Bosrd and %0 meet with the Federel Reserve Board
at suah Simes 8s Wy be sxrenged By or with the Federal Resorve Board,

(4) That 1% shall be ths funstion of The Open iarket Polisy Cemforense 0
ecnsider, prepure and rosocwend plans with regard ¢ the purchase or sxles of se-
ourisies in the open markos for sccount of the Fedsrel Reserve Systism and partici-
pating Federal reserve benka,

{d) That ihe $ime, menner, sharacter und volume of suash purchnses and sales
aliall be goversed primarily with she view of scoomodating corsaedee and Lusincss
anid with regard to their bearing uwpon the geseral oredit situation,

{8) That for the purposs of sxesuting sich purchases and ssles of wecurities
fer System assount as may bs approved by Fedsral reserve banks and the Federal
Reserve Boerd thers shall be sonstituted & occamittes %0 be kuown ms The Open Mar-
ket Exeoutive Oemaittee.
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EXCERPT FROM MINUTES OF MEETING ON NOVEMBER 15, 1928

»wThe Governor then presentéd the following report of action tak~
en by the Conference of Governors, with respect to the suggested revision of the
Open Market Investment procedure of the Federal Reserve System:

(Insert)

A detailed discussion then ensued during which certain members
of the Board called attention to the fact that the recommendation of
the Governors' Conference, if adopted, would result merely in an en-
largement of the present Open Market Investment Committee without
any practical change in the existing procedure,. . . .7
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FEDERAL RESERVE

Office Correspo..c.ui.ce = Sate. ~sveaber 10, 1928,
To Governor Young R Subject: 3220
From ¥r. ¥eClelland - ) )

ero 2—8495

At the meeting of the Bosrd today it was voted to be the senss
of the Boerd theat it would be advisabls for each Federsl Resorve Bank
to be reprosented et oonfarences held for the purpose of determining
open market investment policy end you were authorized to submit to
the sonferences of Governors and Federal Reserve Agents the outline
of the suggested revisiom of the open market imvestment procedure of
the system whioh was oonsldered at the mesting.

Twenty~five mimeograph copios of the outline of the suggested
new procedurs are attached hereto for your use.
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SUGGESTED REVISION OF OPEN MARKET INVESTMENT

PROCEDURE.

(1) That the Open Market Investment Committee, as at present
constituted, be discontinued.

(2) That a Committee to be known as The Open Market Policy
Conference be set up with a representative from each of the twelve
Federal reserve banks, the representative to be designated by the
Board of Directors of the bank.

(3) The Open Market Policy Conference to be under the chair-
manship of the Governor of the Federal Reserve Board and to meet
with the Federal Ressrve Board at sucn times as may be arranged by
or with the Federal Reserve Board.

(4) That it shall be the function of The Open Market Policy
Conference to consider, prepare and recommend plans with regard
to the purchase or sale of securities in the open market for
account of the Federal Reserve System and participating Federal
reserve banks.

(5) That the time, manner, character and volume of such pur-
chases and sales shall be governed primarily with the view of ac-
comnodating commerce and business and with regard to their bearing
upon the general credit situation.

(6) That for the purpose of coxccuting such purchases and
sales of securities for System account as may be approved by
Federal reserve banks and the Federal Reserve Board there shall
be constituted a committee to be known as The Open Market Executive
Committee.

Yovember 10, 1928.
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EXCERPT FROM MINUTZS OF MEETING 07 FEDERAL RSSERVE e
BOARD HELD ON NOVSMBHR 10, 1928.

"The Governor then presented the report submitted at the meeting on

October 30th, by the special camittee appointed at the meeting on October

2nd, setting forth an outline of a suggested revision of the open market in-

vestment procedure of the Federal Reserve System.
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A detailed discussion ensued during which the outline

of a new procedure set rorth in the Cormittee report was
amended in several respects.

Mr. James then moved that it be the sense of the Federal
Reserve Board that it would be advisable for each Federal
Aeserve Bamk to be represented at conferences held for the
purpose of determining open market investment policye.

ire James' motion being put by the Chair was carried.

Mr. Platt stated that he voted in favor of the motion
with the understanding that under the suggested procedure
it would not be necessary for each Federal Reserve bank to
have an individual representative at open market conferences,
but that one Federal Reserve bank could be represented, if
it desired, by the designated representative of another bank.

Upon motion, the Governor was then authorized to refer
to the forthcoming Conference of Governors and Federal Reserve

Agents the revised procedure recommended by the Committee, with
the amendments made at this meeting , as follows: ****x%xx n



- T
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EXCERPT FROM MINUTES OF October 30, 1928.

A genersl discussion then ensued with respect to the Committee
report, submitted at the meeting on October 26th, of a suggested revision of the
Open Market Investment procedure of the Federal Reserve System, but the matter

was put over without action until the meeting of the Board on Thursday.”
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([ / (1) That \tha Open laéket Investment Committee, as
| at present comstituted, be discontinued.
(2) 7That a Comittee to be kmown as The Open Market
//'/Pancy Conference be set up with a rexresentative from each of
the twelve Federal reserve banks, the representative to be desig-
nated by the Board of Birectors of the bank.

(3} The Open Markot Policy Conference to be under the

. - cha irmanship of the Governor of the Federal Reserve Board and te

F2 TP A f it

meet gt such times &5l places) as may be arranged by or with the
Pederal Reserve Board. '

Aot

(4) That it shall be the function of The Open Market
Pelﬂoy Conference to counsider, prepare and recommend plans with
4 .

regard to the purchase or sale of sesurities in the open market

~

|

§® for ascount of the Federal Reserve System and participating Fed- 1
eral reserve baﬁka. _
(8) That purchases and sales of securities for System 1

acoount in the open fnarkot l_hall conesist primarily of bankers ‘

acceptances. -

(6) i'hat the time, manner and volume of such purchsases

and sales shall be governed primarily with the view of acocmmo-

e 3

@ dating oommerce and business and with regard to their bearing upon

T e

the general credit situation. ' )

(7) That for the purpose of executing such purchases

ocr 6

/ and sales of securities for System account as may be approved by

Federal reserve banks and the Fedsral Reserve Board there shall be
constituted a committee to he known as The Open ll;rket Executive

; @ Committee,
F : . ’
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The Board at its meeting yesterday considered the following
recormendation made by the Federal Advisory Council at its meeting
on September 28:

"The Federal Advisory Council without any intention \\}
of criticizing the present arrangements but in order that
all governors of the Federal Reserve banks may participate | ;i
in the discussions leading up to actions of the Open i |
Market Committee suggests to the Federal Reserve Board to
consider the advisability of having the membership of the .
Open Market Committee consist of all the governors of the w;
Federal Reserve banks with an executive committee composed -
of five members with full power to act."

In this connection attention was called to the fact that at
the meeting of the Board on August 16 it was voted that at an early
meeting, at which the full membership of the Board is present,
consideration be given to the advisability of having all Federal
reserve banks represented on the Open Market Investment Committee
and at that time the suggestion was also made that all meetings of
the Committee be conducted under the supervision of the Bosrd with
the Governor of the Board presiding as Chairman of the meeting.

During the discussion yesterday it was brought out that other
phases of the Open Market procedure of the system may be in need
of revision and consequently you were appointed a special committee
to draft and submit to the Board a proposed revision of that
procedure.
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NECOMMENDATION: ~ The Federal Advisory Council withowd any intentif;z ¥-28)
ef eriticizing the present arrangements tut in erder that all governors
of the Yederal Reserve banks may participate in the discussions leading
. up % actiond of the Open Markst Committes miggoets to the Federal
Reserve Board to consider the advisabllity of having the membership of
the Open Mairket Committee consist of all the governors of the Tederal
Eucmhnlu with an exacutive committee compossd of five members with

‘ J
full power %0 act.
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RECOMMENDATIONS OF THE FEDERA “X’bVISORY COUNCIL%%;‘%?\(A

FEDERAL RESERYE BOARD
September 28, 1928.

TOPIC No. 1. Business conditions in the respectt

RECOMMENDATION: Members of the Council have been polled and report
that business is generally good and on a sound basis. The aggregate volume is greater
than the most optimistic forecasts of the earlier part of the year prophesied.

TOPIC No. 2. Effect of prevailing rediscount rates on business.

RECOMMENDATION: The prevailing rediscount rates have not retarded business
since its demands have been taken care of satisfactorily by the banks in this time of high
money rates and generally have been favored by a preferential discount rate. The
Council believes the banks are disposed to continue this practice of favoring commercial
borrowers as long as possible. It should also be noted that some financing of a more or
less permanent type has been delayed by the present high money market.

TOPIC No. 3. Open Market Committee.

RECOMMENDATION: The Federal Advisory Council without any intention of
criticizing the present arrangements but in order that all governors of the Federal Reserve
banks may participate in the discussions leading up to actions of the Open Market
Committee suggests to the Federal Reserve Board to consider the advisability of having
the membership of the Open Market Committee consist of all the governors of the Federal
Reserve banks with an executive committee composed of five members with full power
to act.

TOPIC No. 4. Suggestion that the Board revoke its ruling of 1919 to the effect
that balances due from foreign banks may not be deducted from balances due to other
banks by a member bank in calculating its reserves.

RECOMMENDATION: The Council understands fully the need of the ruling of
1919 at the time it was made, but it urges strongly that now under altered conditions
deposits in foreign banks immediately available be made a deductible item in figuring
the required reserves of member banks.

TOPIC No. 5. Suggestion that the Board’s Regulations be amended so as to fix
seven days as the minimum limitation on advances by Federal Reserve banks to member
banks on their promissory notes secured by eligible paper or Government securities.

RECOMMENDATION: The Federal Advisory Council is opposed to the above
amendment of the Board’s Regulations. It seems to the Council it will tend to increase
rather than diminish the funds available for speculation and to increase the sale and
purchase of Federal Reserve funds. It is obvious that, if a member bank must borrow
for a period of seven days even though it needs the money for a shorter period only, such
a bank will be compelled either to place its idle funds temporarily at the disposal of the
call money market or to sell such Federal funds to some other member bank.

Federal Reserve Bank of St. Louis

ederal Reserve Districts:”

Y
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At the meeting of the Board on August 16th 1t was voted that at
an early meeting, at which the full membership of the Board is mresent,
consideration be given to the advisability of having all Federal :leserve
banks represented on the Open llarket Investment Commi ttee.

Mre Miller gave notice that when this matter comes up for considera-
tion, he will move that all meetings of the Committee be conducted under
the supervision of the Federal ieserve Board, with the uovernor of the Board
presiding as Chalrman of the meeting.
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