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IS ¥ June 23, 1933

Honorable Eugene R. Black, Governor,
Federal Reserve Board,
¥ashington, D. C,

Dear Governor Black:

In the absence of Governor Seay, who is away
taking a short but much-needed rest, I wish to acknowle
edge receipt of your letter of Juns 22nd, in reply to
hig of the sixteenth, Upon receipt of your letter 1
called up Governor Seay over the long-distance phone
and read it to him, and he wishes me to acknowledge 1'e-
celpt of it to you with appreciation.

With kind regards, I am,

Sincerely yours,

Chas. A. Peple
Deputy Governor

CAP:N
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June 22, 1933

M, Geoyge J. Seay, Gowernor,
Foderal Reserve Bank,
Richmond, Virginia.

Dear Governor Seay:

I have your very kind letter of
June 16th/and upon receivipg it I telsphoned you.

I appreciste very much the spirit
in which your letter was written. I beg to advinse
that I discussed it with the Board at its last
meoting and am enabled to state that the actions
of the Executive Committee are in lins with the
desires of the Board and that we will, of course,
be zlad for the reaserve banks to act together in
partiocipating in current market operations.

With »y warm rogards always, I em

Sincerely yours,

Governor,

FILE COPRPY

Dlglt}@lgjfgr_ FRA@EF‘Q oy, f" RV %
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis




Reproduced from the Unclassified / Declassified Holdings of the Naticnal Archives

| 4 P
P a3, 0=l %
TE EDERAL RESERVE BANK 1 T
ofF RICHMOND 5
JUN 16 1933 ?
~ e . ] !
June 16, 2983, 7 %
i eI L i
5 i
Dear Governor Black: :
I am writing to thank you for calling me on the phone A
this morning to explain the position relative to thefgpen market b /ﬁ}ﬂ
transactions now being carried on. _’Qﬁ,—"'

I believe you know that I am willing and this bank is
willing when the System acts in matters of this nature to act as
a body, even when the independent judgment of different banks
does not approve; and that spirit has always governed administra-
tors of the several Federal Reserve Banks. As I have written
before, while it is impossible to force judgment, it is entirely
possible to surrender it; and if the Federal Reserve Board thinks
that it is desirable for all of the Federal Reserve Banks to act
as a unit in participating in current market operations, we will,
upon being so advised, very cheerfully go along with the program.

The Federal Reserve Board, under the law, clearly has
the power to approve or disapprove open market fransactions, and
if we can construe the approval of the Federal Reserve Board in
this case as meaning that the System should act as a unit, it will
be perfectly satisfactory to us.

Very truly yours,

GJS8-CCP g
(Dictated but not GEORGEY J . Y

read before leaving Governo
the city.)

Honorable Eugene R. Black, Governor,
Federal Reserve Board,
Wasbington, D. C.
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Tune 15, 1933

Mr. W, W. Hoxton, Chairman,
Federal Reserve DBank,
Riehmond, Virginia.

Dear Mr. Hoxton:

I was delighted to receive your
letter of June 12th,’

I hope you will find an op-ortunity
to discuss with Governor Seay the topic shich was
discussed betwoen us vhen I had the pleasure of
scelng you in ‘ashington rocently.

¥rs. Black and I enjoyed Bo much
seeling you and I hope that matters will work out
80 that we may often have sn opportunity of deing
with Y.

I am aloo planning to see Mr,
Delano tomorrow, since he was kind enourh to call
on me ye:rherday when unfrtunately I wass out.

With every zood wish, I am

Sincerely yours,

Jovernor.



Digi
http

Reproduced from the Unclassified / Declassified Holdings of the National Archives

st

FEDERAL RESERVE BANK ™
!
OF RICHMOND /

PERSONAL / JUr 15 T
PERSONAL 1293

June 12, 1983 | -
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Hon. Fugene R. Black, Governor
Federal Reserve Board
Washington, D. C.

Dear Governor:

I find on my desk this morning a copy of the telegren¢
sent on Saturday by Governor Seay to Burgess, New York. I notice
that Governor Seay also sent & copy of this telegram to you. Inas-
mach as I left Richmond for Washington about noon on Saturday I did
not know about this telegram when you and I were talking on the
Washington roof, although had I seen it in advance I would have
interposed no objection on account of the action of our Board taken
at our meeting last Thursday.

I think the feeling of all of us has been a wish to
cooperate in every way possible with our Government. We do not
wish of course, to buy big blocks of govermments at this time, on
our own 1nitiat1ve, or on the initiative of the Executive Committee
of the Open Market Conference, but I do believe that nobody would
object to going along if we should receive assurances from some of-
ficial and authoritative source such as the Secretary of the Treas-
ury or the Federal Reserve Board that the purchases are to be made
in furtherance of the Government's needs and wishes.

This morning I repeated to Seay what you had to say
on Saturday night and I think it will be very helpful if you would
have a talk with him over the telephone on this subject. He is
leaving for a two week's vacation on, or about June 16th. 4s I told
you our Board of Directors gave him full discretion in the metter of
Joining inor abstaining from further purchases of governments at this
time, and our Board concurred in the views which he expressed and
which were set forth in his_le s @& copy of which
also, I understand, was sent to you. If he is fnade to understand
by you that the present open market policy is dfsigned to meet the
wishes of the Treasury Department, even though fthe Treasury Depart-
ment does not come out flatfootedly and say soj it seems to me that
there would be a chance to harmonize the whol situatlon.

e 6-2-33

Sincerely

We W. Hoxton
Chairman
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4 mnm 70 MAKE DISTRIBUTION IN ACCORDANCE WITH PERCENTAGES
Mr. mmenes2amEane tkEEei ks
' 6¥\XIUES RESERVES AROVE S5 PERCIENT RAYIO YOUR SHARE OF THE PUR-

Please note - iniiial

and etum o it RitenopygRs WOULD BB 6 PRRCENT WILL YOU KINDLY AVISE MR BY WIRE IF YOU

MRE PREPARED TO TAKE THIS PARTICIPATION.
BURGESS 1206 PM

: L IR B 2K B BN BN BE R BR BN BN BN BE BN B BN AN BN AR BN BE

Copy of reply froem Federal Reserve Bank of Richmond

June 10, 1933

BURGISS
 NEBW YORK
VE ARE GLAD YOU ARR DECREASING THR AMOUNT OF PURCHASES BICAUSE WE
f ; ARB NOT IN SYMPATHY A8 NOW BEING MADE. VB WILL ACCEPT OUR ALLOTMENT
FOR CURRENT PRRICD, BUT OUR DIRRCTORS FULLY SUPPORTED THR POSITION
TAKEN IN MY LETTER TO YOU, AND UNLESS JUTURE PURCHASES ARE MADSE AS

INDICATED ISSNTHAT LETTER, WB WILL NOT WISH TO PARTICIPATE.
" SEAY
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My, Cecrge J. Seay, Covemor,
Yeoderal Reserve Bmk,

Rhmﬂ [ ] VI -

Dear Covernor Seay:

I have your lstter

Polioy Conference astiom.

S 133

tive to Open Market

I s boping shat I will have am opportanity

to discuss all of this with you in B very short time,

a8 I should like t0 Mave your views and give you mind.

Vo will endecvor to aryunge fer s meetiag, and I will

not only have the pleasuye of sesing you, but have the

opporanity of diseussing the matter fully.
Thanking you for your letter, I em

Yery trmly yours,

1L
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Mr, George J. Seay, Governor,
Fedorel Reserve Bank of Rishmond,
Riohmond, Virginia.
Dear Governor Seay!
Receipt 1s acknowledged of your letter of Juve
_8with whieh you inelosed & oopy of a letter of the
- _::ndnh addressed by you %0 Dr, BDurgess as Secretary
af the Opem Markes Poliey Conference. |
Your letter and the inoclosure will be brought
%0 the atsention of the msmbers of the Board.

Yory txuly yours,

Seoretary,

/vt

FILE CORY
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June 2, 'Ess
Mr.

Please note - initial and

Return to E% Oftice
Federal Reserve Board, ‘

‘Washington, D. C.
Dear Sirs:
For the information of the Board, I am enclosing
copy of a letter which I bave today written to the Secretary
of the Open Market Policy Conferemce relative to matters about

which ths Board already has knowledge.

" Very truly yours,

GJ 8-CCP

1 Encl. Governor.
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June 2, 1935,

Dr. ¥. Randolph Burgess, Secratary,
Open Merket Polloy Comnference,
Fesderal Reserve Bank of Hew York,
New York City.

Dear Dr. Burgess:

¥e are in recelipt of your letter of the l:t, with which was trans-
aitted the aioutes of the Executive Comnittee of the Open Market Pollcy Cone
ference. :

e note with respect to the first purchase of $26,000,000 of goveru-
ment bonds that the Secretary of the [ressury etated that the Ireasury had mo
opposition to offer to open merket purchases, bub that ha felt thers wae no
necessity for Tressury approval of the propossal The impression remains with
we that it was because of the inflationary propyam of the Administration that
the Conlercence of Governors passed their regolulon to purchase a billiom dol-
lars of government bonde Yo neet the ragy of the Iressury. 1t 1s
also ay impression thut 1f the proposa ional bonds spart from
this progras bad then been made, it yf bt havé been pazsced by the governorsy
and apart {rox this program we do ndd\ e
ble %o add %o the System holdings.ef

R hted in the two purchazez made since
that tize, but if it is oofffn \O nce of the Ireasury's desires and purw
poses, we will, I Shink, Se~odr position as Lo future participation,and I
shall briag the mstter bd directors at their next meeting.

This program of Pweadfse in azount up %o a bdillion dollars wae initiated
at ths Goermors! Conference and not by the Feiersl Reserve Board and apparently
not by the Ireasury Depsrtacnt, and, while we are willing %o go along with a
Syetem prograz of purchase, if it is simply a matter of voluntary consent by each
Federal Ragerve Benk, in which entire freedom of judgment will be coneceded to i¢,
as heoretofofe, we will look upon the watter in & different light.

A% the conference, 1 think the opinion was held that we were sbout %o
launch wpon & long program, aad, as prapsratory to that, it was proposed that a
redistribution or reallotment of System hoidings should first be made; bul the

. way in which we have bagun these purchases doss not conform, in our opinion, to

igitized for FRASER

the feeling held by the last conference. 1 think that ie zhown; at leust in
part, by Governor Young's expression of opinion in the Executive Comuittee meet-
ing« I think it is also shown by the dissent of two other Fedsral Reserve
Banks, in addition to ourseives, (o anmy change in the rosolution sz then passed.
It seoms manifest to ae that if the Fedoral Reserve Banke go in.o the market

and purchase at the offering price goverament securities prior to a Treasury of~
fering for the purposze, as it has been expressed, of toning up the market, we
are putting up the securities upon ourselvesj and if this sction is to Le pursued

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



Dr, W, R, Burgess, Secretary, S June 2, 1933
Open sarket Policy Conference,
Federal Reservc Bank of New York.

to the end of the purchese of one billion dollars, if wmade, it seeas to me 1t
csnnot fail to result ultimately in a very large loss to the System. Thers
is, at least, that probebility; and since, accordiny to the tenure of the reso-
lution psssed, this program was intended to meeil governmeul requirsments, the
Treasury sbould feel and have responsibility for the consequence:,

¥e note that the Executive Counittee expressed itself on some matters
rather extraneocusz %to open market policy operationz. We dissent [rom ihs feel~
ing expressed in the last paragraph of your letter, that the present reguirements
of the Fedaral Resorve Boeyd as %o admiguion of state banks are mopye zirict than
circumstances requirej and, also, to the implication that the Comptrollsr is too
strict in the reopening of closed banks. We, of course, nre Judglug this metter
by our own experieace. #So far, we have not only approved the rehabilitation
plans of that office, but we have bean glad to see the Comptroller as strict as
he 1s. Our directors feel that this is an opportunity such as nsver bhas been
offsred %o sllow only sound bamks to open and remain open, and they are in ene
tire conourrence with ztrict requirament:.

Referring once more to System holdings of government securities and
the redistribution on some revised allotmeat plan, we know how difficult it is
to define a scientific or equitable plan of distribution when the factors in each
Pederal Heserve Bank are varied to begin with and sare comstantly changing. Ve
think that the deposit and currency liabilities as well a8 the capisei liabili-
ties should be taken into the pioture. It may be that adjustzents sccording to
the reserve ratio {which reflect all of these differemt factors) would be the proper
guide. If, therefore, we are about to enter upon a lony program of purchasing
government securities in huge amount, during which 1t will not be a matter of
voluntary participation by each or any Federsl Reserve Bank but in accordance
with a well defined System policy, then we think it should so be outlined from
the beyinning, and & plan of pro rata disiribution should at least bs worked out
in conjunction with the Fed:ral Reperve board.

Hothing said in this l-tter should be construed as unwillingness to
go along with a definite policy determined by the FPederal Reserve Board, which
hes, as we know, ultimate control over open market transactions =~ all of 1t in
furtherance of Ireasury requirsmentz under the sowcalled infletion bill. If it
is goiag to reasin throughout a matter of voluntary participation by each Feder-
al Reserve Bank, in which everybody is willing to comcede the axercise of inde-
pendent judgment, it is wholly another satter. Judgment 1s a quality with shich
it 12 impossible o compromise, but judgment can be abrogated and any policy fol-
lowed which has been laid down by those in superior authority.

I am sending a copy of this letter to the Fed ral Reserve board.

Z¢
.

E Very :ruly yours,
o

GJ 8=-CCP *

GEORGE J. EEAY,
Governer.
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FEDERAL RESERVE BANK

OF RICHMOND

May 24, 1935.

Dear Governor Black: con e
P " o o e

_gggzggyg;ggyﬂl sent you telegraphic correspondence with
Governor Harrison relating to the resolution passed at the last
Open Market Policy Conference with respect to the further purchase
of government securities. I am now sending copies of exchange of
telegrams with New York today concerning the purchase of $25,000,000
of government securities, which we were advised the Executive Com-
mittee of the Open Market Policy Conference determined upon yester-

day.

You will observe our position. We are willing to go
along with the plan of the President with respect to that portion
of what 1s known as the Inflation Act which refers to negotiations
with Federal Reserve Banks for the purchase of government bonds.
Preparatory to acting under that bill, the last conference expressed
the opinion that there should be a readjustment in the System of hold-
ings of government bonds. At that time I agreed provided it was
pursuant to a policy laid down by the Federal Reserve Board.

We already have more government securities than we think
we should have, and we are not agreeable to a voluntary readjustment
between Federal Reserve Banks which will give to those Federal Reserve
Banks whose reserve ratios are high some proportion of the holdings
of other Reserve Banks whose ratios are low. 1 have therefore made
it plain in my telegram that, while we are willing to go along in
furtherance of a specific plan approved and inaugurated by the Federal
Reserve Board in pursuance of the policy of the President, we are not
willing otherwise to increase our holdings of government securities.

I am firm in the conviction that if we purchase any such
amount of government securities as is contemplated, it will result in
a heavy loss to the Federal Reserve System, and while we are willing
to Join in any plan which the Board makes a System plan, both with re-
spect to the adjustment of the present System holdings and future pur-
chases, we are not willing to take over from the other Federal Reserve
Banks simply because our reserve ratio is high, any proportion of the
bonds which they now have.

I trust that you will consider this as the expression of en-
tire willingness to cooperate upon a System plan, but in our opinion
it should be a coordinated System plan.

GJ S-CCP Very truly yours

overnor.

Hon. Eugene R, Black, Governor,
Federal Reserve Board,
Washington, D. C.

Federal Reserve Bank of St. Louis
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Copy for Governor black
Federal Reserve Board.
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COPY OF TELEGRAM FROM DR. W. RANDOLPH BURGESS

New York, May 24, 1933
Seay
Richmond, Va.

In accordance with a vote of the Executive Committee of the Open Market
Policy Conference meeting yesterday concerning which you have been ad-
vigsed by Governor Harrison's telegram, there has been purchased for de-
livery today $25,000,000 of Government securities. Pending a final
working out of a satisfactory plan for allotment based upon reserve per-
centages, purchases made for delivery today will be allotted on the
basis which has been used heretofore. On this basis your allotment
will be $1,250,000. Kindly advise us by wire if you will take this
amount.

Burgess.

COPY OF TELEGRAM IN REPLY TO ABOVE

RICHMOND, May 24, 1933
Burgess
New York

We will accept our pro rata of purchase of $25,000,000 governments, but
we will not consent to any allotment of bonds already held in the System
that is not a part of a specific plan, approved and inaugurated by the
Federal Reserve Board in pursuance of the policy proposed in the infla-
tion bill.

Seay.

Federal Reserve Bank of St. Louis
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May 24, 1933,
|
|
|
l
|
|
E
; Mre. George J. Seey, Govemor,
l Federsl Reserve Benk,
| Richmond , Va.
! Dear Governcr Seay:
/ Thank you very much for your letter of

AT AT A i g

Mey 22/sending me the pemphlet THE PRESIDENT'S MONETARY

e ST N S

FROGRAM, I @m going to read it with great interest,
and appreciate your courtesy in sending it to me.
With warm regards, ! am

Simerely yours,

Digitized for FRASER
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FEDERAL RESERVE BANK

Please note - initigh~” D28F Governor Blacks: od
and return 16 ANOR,

I received today a telegram from Governor Harrison, sent
from Washington, relating to the proposed change in regard to the
purchase of govermment bonds adopted at the last conference, with
which you are doubtless familiar.

of

my reply.

OF RICHMOND

May 23, 1933.

'\Sl;& MIVLD

3 :% 3. @W 24 1933

# THL GOVERNOR

2ofle BEOERVE BOARD 1

I venture to send you a copy
_ P a4
I sent you on yesterdsy copy of a pamphlet written by

Pr, Lionel D, Edie, in which he emphasizes the opinion that purchas-
es of govermments should not be focused entirely upon the New York
mongy market, overconcentrating and oversaturating that market with
moneyj but such purchases should be decentralized in a manmer that
will put surplus funds into sach of the Federal Reserve Districts.
That is very firmly my opinion.

It is futile to argue that funds put into the market Per
government securities chiefly in New York will overflow into other
districts.

If Governor Harrison happens to be in Washington when this
reaches you, I wish you would show him that pamphlet of Dr. Edie's.

Very truiy yoyss,

GJS-CCP

GEORGE J

Hon. Eugene R. Black, Governor,

Digitized for FRASER
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MISC. 105
FEDERA. R! 'ERVE BANK OF Rl(» M D
CONFIRMATION OUTGOING PRIVATE WIRE TELEGRAM
SENDER DEPARTMENT TIME WRITTEN CHARGE SYMBOL.
GJS-CCP Bank Adu. 3 Puuis 0i-1
To Harrison DATE
Care Federal Reserve bBoard ey o, 1800
hashington

Ielegram vecelived. I do not approve s.endment of the Confe: ence recolution &3
suggested, nor do 1 approve purchz:ses in one marset, a: h:retofore uwdide, bellieving

it to be futile now as it was before, nor do 1 ap.rove addiag further to System
holdings of Goveormments except at the behest of the ifreasury aud in direct furtherance
of Ireasury plans. fEzee with Glacs thet we chould not be clogged up with
governmeit bonds an&[arw action of that kind should be at tue dvirect requect or
suggestion of the Ireasury in conformity with the inflation sct

Seay

Etig:t;/sz;jsiaorr.s':tliﬁiifEeE.org/ CONF IRMATION

Federal Reserve Bank of St. Louis
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Form 148Db

TELEGRAM - 20/

FEDERAL RESERVE BOARD

|
| WASHINGTON
|
¥ay 23, 1933.

| ¢, 3. Seay %. B, Gesry J. U, Calkins
Riekmond Minnespolis Sen Franclasoeo
| . 5. Johns G, H. Hamilton
; Atlata Kensas City

¥, HoCe. Martina Be A+ MeXinney

5t. Lauis Dalles

At & metting of the Exesutive Committes of the “pen Market Felicy
Confersnce in Fisshington this marning 1t was usanimously voted that

| the authority given to the Exescutive Committes at the last meting

of the Open ¥arket policy Conference which limits the right to purechase
goversment securities eithor in the market or direet from the Treasury

“te moet Treaswry requiremmts” should be amended so as L0 remove that
restriction in order that purchases of securities may be made promptly

if in the fudgment of the Committee such purchases are uemld.ﬂ;d do~
sirable whether or not to met Treasury requirements STOP This action
wulé aa.hnc the powers of the Executive Committee 80 as t0 conform to

the bmadcr setion of the Federel Ressrve Board in spproving the resolut Na
of the Openm Market Folicy Comference without limitation as to Treesury re-
guirements. STOP i majority of the Conference has agreed to this proposed
spendment, but I wuld appreciate sa esrly expression of your visws STOP
Yor your further informs tion &he ecomitios hes voted to buy twenty five
million of securities this statement week

o,

’ Gesrge L Earrison

... FILE COPY .

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

OF RICHMOND

May 22, 1933,

Dear Governor Black:

ot g Bl

/ 1 sent you as a member of the Executive Committee
of the Open Market Policy Conference copies of my corre-
sponden?:g with Dr. Burgess, Secretary of that conference,
being in the nature of comments upon the minutes of the
meeting. I happened to receive a few days ago a pamphlet,
written by Dr. Lionel D, Edie, on THE PRESIDENT'S MONETARY
PROGRAM, in which you will find expressed, on pages 12 and
13, the opinion I expressed in the correspondence with Dr.
Burgess; to wit, that purchases of govermment securities,
however made, should be decentralized, and that the surplus
funds created thereby should penetrate each Federal reserve
district and not be concentrated in New York, as has been
the case heretofors.

Renewing my good wishes as expressed to you by
telegram, I am,

Yours most sinesrely,
GJS-CCP
OVernor.

Hon. Eugene R. Black, Governor,
Federal Reserve Board,

Washington, D. C.

igitized for FRASER ) y
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Kay 15, 1933

A TTSSSssssTTLEEY Y

Mr, George J, 3eay, Governor,
Foderal Beserve Bank of Richmond,
Richmond, Virginia, '
Dear Goveraor Seayt

Heosipt is acknowledged of your letter of May 13,

1933@’ inclosing copy of & latter addressed by you, under
date of May 8, 1933, to Dootor Burgess, as Secretary of the

Open Market Policy Conference, This letier, which comments
upon the mimutes of the last conference and states your owm
E position taken at that conference, which you advise was ful-

1y supported by your Board of Dirgotors at its last meeting,
is being brought to the atbtention of the members of the

Federsl Reserve Board,

Very truly yours, ’ .
(Signedj Ctoster

TV SR VIS TSN P S SSIRY SUST ey Sy ey SRR SRS F S

Chester Morrill,
Becretary

FMR/Lat

Qg@“ﬁfﬂLE COPY
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FEDERAL RESERVE BANK T AT N
OF RICHMOND

Federal Reserve Board,

Washington, D. C.
Dear Sirs:

We are today in receipt of a telegram from Dr. Bur-
gess, Secretary of the Open Market Policy Conference, stating
that the Board has approved the action of the last conference
with respect to the purchase of United States government se-
curities from the Treasury.

- For the information of the Board, I am sending a
copy of a letter written to the Secretary of the Open Market
Committee (Dr. Burgess) commenting upon the minutes of the last
conference, and stating my own position taken in the conference,
which was on Thursday fully supported by our Board of Directors.

Very truly yours,

GJS-CCP
1 Encl.

GEORGE X ,

Governor.
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DER. .TI 'SERVE BANK OF RIt IN ND

May 8, 1983,

Dear Dr. Burgess:

I am in receipt of your letter of the 6th, accompanied by a tenta-
tive draft of the minutes of the Open Market Policy Conference, which I have
read with care, as you suggest.

Subssequent events have made it plain that our action at that con-
ference may be fraught with very grave consequences, although we fully realized
it at the time., The text of the minutes reflects the discussion of the sug-
géstion then made that it might be necessary to cooperate with the Treasury
by purchasing government securities in the market, in order to suppert sueh
] securities and make public issues possible upon better terms. I stated then,
and I state now, that the terms of the resolution reflect my opinion, which
is that, if circumstances require us to purchase any large amount of govern-
ment securities, we should buy them directly from the Treasury, and tlms force
the Treasury, in effect, to make us its direct instrumentality of expansion,
or inflation, which of course is the purpose of the Act, and thus make the
Treasury responsible for what might follow.

T

o
«

{ I stated themn, and I state now, the Federal Reserve Banks
* are required to purchase up to three bijdtoqg do of govermnment securities,
it is easily conceivable that the entjffe é!h tal stock of Federal Reserve Banks
might be wiped out by market decline N\ sugh securities and leave us in the
position in which member banks pxe\ e country have been placed by depre-
ciation of their investmente. {1 Nythey were very short-time securi-

have to take other securiyfes in
could not possibly marketfthe se

i’ place, for, as Mr, Glass stated, we
itieS.

I still think ths form of inflation, by 'negotiation'ajitﬁfiﬁe
Federal Reserve Banks for the purchase of government securities, is the least
harmful of any proposed in the bill, because it is more subject to scientific
congrol and would be credit inflation pure and simple. Mre Glass thinks that
the issue of Treasury currency to the extent of three billions of dollars would
be less harmful, in which I do not agree with him.

In making these statements I simply wish to emphasize what I stated
at the time in voting for the resolution as phresed. I was not then and am
not now in favor of purchasing any very large amount of govermment securities
except through and at the behest of the Treasury Department. I voted for the
resolution as it was the sense of the conference that stem of allotment of
existing holdings should be worked out; but at the same,l stated that it was
essential, in my opiniom, for the Federal Reserve Banks to be operated as a
systen if we were to engage im wholesale purchases or even redistribution of
government securities now held.

Therefore I would prefer imcorporating in the next to the last para-
graph of the minutes some allusion to the necessity of operating the Federal

V4 {f‘ﬁ(/

ety 7 ey Sie
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Reserve Banks as a system, under the control of the Federal Reserve Board,
and requiring the approval of the Board as much as in the purchase of one
billion dollars of new securities, as specified in the last paragraph of the
minutes.

We of course could not purchase any such volume of government se-
curities as specified in the inflation bill without the waiver of reserve

requirements, and without coordination of all the banks under the supervising
authority of the Board.

Yours very truly,

GJS-CCP (Signed) GEORGE J. SEAY,

Governor.

Dr. W. R, Burgess, Secretary,
Open Market Policy Conference,
Federal Reserve Bank of New York,

New York City.
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TELEGRAM —o Ao

FEDERAL RESERVE BOARD
WASHINGTON-

May 12. 1983,

l Harrison - New Tork

The Federal Heserve Board has given careful consideration to the

Tesolutioas adopted at the meeting on April 32, 1935,) of the Openm Markst
‘ | Policy Contferenss, and has requested me to sdvise you that it suthorizes

the emcutive comxittes of the conference to procesd with its propossd

purchases of Unitsd States Covermmsnt seourities up tc an aggregate of

$1,000,000,000. Im granting this suthority the Board will expect to be
Xept iamrn“ud‘ currently by the exscutive camittes of its progrem of
: . purchases snd as to any dsvelopments in the situation which may affect

the agplication of the progrem. The Board will hawe the whole matter of
E open market policy umder constant review, and will edvise tiw cocemittoe

of changes to be made im the progrem in order more fully to adjust it to
the requiremsnts of the national =ituatiom.

Norrill.

... FlILE COPRPY ..
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MAY 21933
¥r. Gcorpe l. Harrison, Chairman, ,
¢oen i.arket Poliey Lonference,
¢/o Federel leserve bank .f llew York,
l.aw Tork, l.ew York,
¥ “:':
Jear Tovernor ilarrison: .

This letter will conf'irm the advice ziver you by
Tovernor ieyer over the tolephone on lednesday of last woel
that the ‘ederal :eserve Hoard i3 in agreerent with the ro-
posal, embodied in a resolution adopted by the Upen '‘arket
Folicy Conference at its meeting in . ashinston on spril &2,
1853, that the exscutive committes of the Conference work
out a new systeu of allotuent of existing holdings, as well
as futurs purchases, of Covernment securities for lysten
sacount, It is requested that the now method of allotment
ba zulmitted Yo ihe Doarxd befoxre boing nmde effective.

A3 Sovarnor Layer alve advised vou, action on tho
other resolutions adonted by tha Jonference at 145 mest-~
igg on oril 32 has been deferred pendin; further considerae
fion by the Doard.

Very truly yours,

{Signed) Chester Morrlil

Chester Merrill,
Secretary.

SRC/EMM/acw /6{“/ 'é/'j /3/4"3
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Resolution

It is the sense of the conference that while, as a
general principle, the average maturity of Government securi-
ties held in the system account should be kept as short as
possible, nevertheless, in the present emergency, end especially
in view of the need of full cooperation with the Treasury in
meeting its fiscal problems, the executive committee should be
authorized from time to time to shift maturities in the system
account as conditions in the market ér requirements of the
Treasury appear to make that advisable., Furthermore, it is
understood that in replacing maturities in the system account,
the executive committee will use its discretion in the light
of existing eonditions and this resolution in selecting

replacemeants,

(Unanimous)

ALk fL[”@.f; Pt S’y// p/ 33
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Resolution C/ / “" % /3 y

It is the sense of the Open Market Policy
Conference that, subject to Cthe)approval of the Federal
Reserve Board, the exscutive committee be authorized to

arrange with the Secretary of the Treasury from time to

time to purchase up to $1,000,000,000 of Government

! securities to meet Treasury requirements.

! (Unanimous, with Deputy Governor McKay not voting)

- '»}‘
() &L ";fﬂf:»{éﬁ A Ao »S//] TM‘/ ?3
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TESTEE

v Resolution

; IS is the semse of the oconferenss that the
E axseutive csmmxittes be instructed to work ous a system
of allotment of existing holdings a: well as Rew pure
ohases of Jovermment segurities with s view %o arriving
at s poXe equitable rYelationship of Fessrve pereentages
of the seweral Federal ressrve banks,
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the Federal Reserve Board with the Governors
of the Federal Reserve Banks, 4pril 22, 1933

/ ' Excerpt from the Minutes of the Meeting of 35 3“{: "/

Governor Harrison stated that a meeting of the Open larket Policy
Conference was held this morning at which the following resolution was
adopted, Deputy Governor McKey not voting:

¥ k ok k k K

Governor Harrison stated that the resolution was approved in this
form with the idea, not that all purchases of securities made pursuant there-
to would be made directly from the Ireasury Department, but that purchases
would also be made in the open market whenever conditions made such action
desirable; that it was the feeling of the conference that the resolution was
necessary to prepare the System to make arrangements with the Secretary of
the Treasury along the lines proposed in the Thomas Bill; and that, even if
that bill is not enacted into law, it is felt that the committee should be
free to act if a situation developed which would require the Ireasury Department
to turn to the Federal reserve banks for assistance.

Governor Harrison then presented the following resolutions which he
stated had been unanimously approved by the Conference:

* & ok %k %k k

Governor Harrison stated that, in approving the first of the two
resolutions quoted above, it was not intended that there should be any
change in the fundamental policy of maintaining a portfolioc of Govermment
securities with short maturities, but that the resolution would give to the
committee authority to adopt a more liberal policy as to longer maturities
than it has had in the past, and, as there does not seem to be much need
to anticipate a major liquidation of the System account, it was felt that
consideration might be given to the advisability of acquiring longer

maturities, at the appropriate time, for the purposes (1) of avoiding the

\ 4
o ) - . .
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wide spread between the yields on short and long term maturities, and (2)

of toning up the market for short maturities which would ensble the Treasury
Department to market an issue of securities without the assistance of

the Federal reserve banks, where such assistance might otherwise be necessary.
Governor Harrison asdded that it was not considered that the situation

required immediate action by the Federal Reserve Board on these resolutions.

igitized for FRASER -
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Form NoO. 181

Office Corresponuer._e =

To__Mr. Gardner Subject:

Fr Mr, Carpenter

FEDERAL RESERVE

igitized for FRASER
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In accordance with our telephone conversation, there is
attached hereto a copy of the letter addressed by the Board to
the Chairman of the Open Market Policy COnrgfggcgpngJuly 20;’ad-
vising of approval by the Board of the action taeken by the Open
Market Poliey Conference at its meeting on July 14, 1932,

No action was taken by the Board and no communication was
sent to Governor Harrison following the meeting of the Conference
on November 15, 1932, at which it was expressed as the consensus
of the Conference that no change should be made at that time in
the amount of System holdings of Govermment securities.

There is also attached a copy of a letter addressed to
Governor Harrison under date of January 6, 1935& with regard to

the resolution adopted by the Conferénce at its meeting on January

Se

ederal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK

oF NEWYORK

January 9, 1933,

Dear Mr, Morrill:

Let me acknowledge your letter of,Jagmﬂ:_gﬂ\
—— i

confirming the approval by the Federal Reserve Board of
the resolution adopted by the Open Market Policy Conference
at its meeting on January 5, 1933,

Very truly yours,

bt s (rnrger?

*

W. Bandolph Burgess
Secretary, Open Market
Policy Conference.

Mr. Chaster Morrill,
Secretary, Federal Reserve Board,
Washington, D. C.

WRB/H
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September 24, 1929 -- Meeting of the Open Market Investment Committéé

Action recommended:

The Committee recommended that it be authorized to purchase not to
exceed $25,000,000 a week with the understanding that such purchases be
made under the following conditions and with the understanding that there

be a careful review of the consequences of such purchases:

#For the purpose of avolding any increase and, if pos-
sible, facilitating some further reduction in the total vol-
ume of member bank discounts during the fall season, if this
can be done without stimulating unnecessary or abnormal ex-
pansion of member bank credit, the Committee favors a further
increase of the open market holdings of the Federal reserve
banks. It favors an increase of these holdings by the con-
tinued purchasé of bills if they can be obtained in sufficient
amounts to accomplish this purpose, If bills cannot be ob~
tained in sufficient amounts without interfering with the
present distribution, it favors the purchase of Government
certificates of the short maturities,"

Reasons given for action:

"During the past eighteen months interest rates in this country have
gradvally risen and money, especially for new undertakings, has become
more difficult to obtain, While business continues at a high level, there
are some indications of a possible impending recession.

"Rates in many foreign centers have risen even more markedly and the
loss of reserves of central banks threatens further increases in rates
and probable curtailment of Europe's capacity to buy this country's
products,

"In accordance with the System policy adopted on August &th seasonal
requirements for Federal reserve credit have been met by bill purchases,
and in fact such purchases have been sufficient to reduce rediscounts to
some extent,"

ol e e ofe afe ok ok ok ke ol ke ske e Sk ok ok ok

"Governor Harrison presented the report of the Committee and its rec-
ommendations to the Board. In presenting these recommendations Governor
Harrison indicated that the proposal for a possible purchase of Govern-
ment securities was made only to provide for the contingency of not being
able to secure 2 sufficient amount of bankers acceptances to meet the
gseasonal expansion in federal reserve credit and mske some additional pro-
vision for reduction in the total of member bank borrowings, The proposal
to bring about some reduction in these borrowings was not made with the

ttp://fraser.stlouisfed.org/
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thought that it would be possible to bring about any substantial ease in
the money merket under present conditions, but rather with the thought
that some reduction in this indebtedness would be a necessary pre-requi-
site to any future easing of interest rates generally, as soon as that
became possible without the risk of unnecessary or abnormal expansion of
member bank credit, He emphasized the fact that money rates both in
this and in other countries appeared to have risen continuously toward
higher levels, and that the proposed purchase of Government secdurities,
if necessary as a supplement to purchases of bills, might be a helpful
influence towsrd preventing further stringency of money and paving the
way in the future for a restoration of more normal monetary conditions
throughout the world,

WThere ensued a discussion of the propossls made., In particular,
Mr. Cunninghsm raised a question whether a further reduction of bill rates
might be possible, Upon this point it was the general feeling of the
members of the Open Market Committee that a further reduction of these
rates at this time would be undesirable, 28 an artifically low rate and
would tend to impeéede or even undo the distribution of bills."

Board action:
At a meeting of the Board on October 1 a letter to the Chairman of

the Open Market Investment Committee was approved. The letter, in part,
follows:

"The Board approves of your program to continue the pur-
chasing of bills, if necessary supplement the program by pur-
chasing short-term Government securities for those reserve
banxs that desire to participate for the purpeses mentioned
in your recommendation .....

"In authorizing such purchases the Board is approving
mainly for seasonal reasons and such approval should not be
interpreted as a reversal of former policies,"

Digitized for FRASER
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November 12, 1929 -- Meeting of the Open Market Investment Committee

Action recommended:

"The Committee therefore recommends that the present 1limit of
$25,000,000 per week on the purchase of government securities be removed
and that the Committee be authorized ... to purchase not to exceed
$200,000,000 of government securities, ... in order that it might be em-
powered and prepsred to make purchesses of government securities as and
when it may seem to be necessary for the purposes, or in the contingen-
ciles outlined below, but only with the understanding that there be a
careful current review by the Federsl Reserve Board znd the Committee
of the consequences of any such purchases that may be made."

Reasons given for action:

"Since the meeting of the Committee on September 24, the credit sit-
uation has changed abruptly. There has been a severe liquidation of
credit against securities under circumstances which constitute a serious
threat to business stability at a time when there were already indica-
tions of s business recession, This seems clearly to indicate the need
of having the Federal Reserve System do all within its power toward assur-
ing the ready availability of money for business, at reasonable rates,

"In view of these circumstances and for the purpose of avoiding any
increase, and if possible facilitating some reduction, in the total vol~
ume of member bank discounts, the Committee believes that the System
should be prepared to increase the open market holdings of the Fedsral
reserve bsnks through the purchase of bills if they can be acquired in
sufficient amounts without interfering with their present desirable dis-
tribution, and if not, through the purchase of Government securities.”

Boerd action:

A letter was addressed by Governor Young to Governor Herrison on
November 13, 1929 advising him that in the opinion of the Board that the
general situation was not sufficiently clarified for the System to formu-
late and adopt a permenent open market policy at that time.

On November 25, 1929 Governor Young again addressed Governor Harri-
son as follows:

"The Board has reconsidered this action and has voted to
approve the general principles as to future policy laid down
in the report of the Open Market Investment Committee and the
resolution sdopted by the Board of Directors of the Federal
Reserve Bank of New York at its meeting on November 7th, which
you transmitted to the Board with your letter of the same
dates Accordingly, the Board suthorizes the Open Maorket In-
vestment Committee to purchase, from time to time, not to
exceed in the ageregate $200,000,000 of Government securities,
with the understanding that if at any time the Board feels
that purchases are being made too rapidly, it will 3o express
itself to the Committee and reconsider the whole situation,"
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January 28 and 29, 1930 -~~ Meeting of the Open Market Investment Committee

Action recommended:

The Committee recommended that the minimum buying rate for bills be
reduced so that the Federsl reserve banks might have such flexibility in
their bill operations that the present portfolio might not only be main-
tained but might, if necessary, be increased to such extent as to avoid
the hardening of rates which might result from a seasonal demand for ad-
ditionsl reserve credit, and that, in the judgment of the Committee, no
open market asperationsg in Government securities were necesssry at that
time, either to halt or to expedite the present trend of credit.

Reamwons given for action:

The Committee felt that it would have had an unfortunate effect upon
business if the demand for additional spring business, concurrently with
the running off of the bill portfolio, should result in a hardening of
rates, in view of the following: "The facts appear to be: (1) The
panicky feeling has subsided; (2) A business recession has taken place,
the extent or duration of which is not yet possible to determine; (3)
Money has been made available to commerce and industry at more reason-
able rates; (4) Liguidation is progressing in an orderly fashion; (R) Re-
discounts have been reduced to under $450,000,000; (6) However, there is
a large volume of security loans in member banks which they are anxious

to get reduced; (7) Liquidation has been slower in country banks than in
the city banks."

Board action:

The Board subsequently authorized reductions in discount end buying

rates, but. took no action on that section of the recommendation affect-
ing the security portfolio.
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March 21 and 25, 1930 -~ Meeting of the Open Market Investment Committee

Action recommended:

The Committee recommended that no further purchases of Government se-
curities be made, and that in the interest of flexibility and preparedness
for the unexpectedness, the Committee favored a reduction to 2 1/2 per
cent in the minimum buying rate on bills. It was the sense of the meet-
ing, however, that in the absence of some development that could not then
be anticipated, bills should not be bought below 3 per cent,

Reasoneg given for action:

¥hile Treasury tex period operzations have distorted the near-time
view nf the money situation, it is clear thet since the meeting of the
Committee on January 28 and 29 money conditions have eased substantially
and money has become more freely available and the ease has been extended
from the short time to the long time money market,

"The Committee believes the steps already trken by the Federal Re-
serve System in easing the money merket through open market operations
have gone as far in providing the stimulus of easy money for business use
as seems desirable at this time. The Committee believes that at present
there is no occasion for further purchases of Government securities."

Board action:
On April 7, 1930 the Board voted to approve the report of the Com-
mittee, with the exception of the suggestion that the minimum buying rate

be reduced which was held under review,

Note:# Between March 6 and 14, 1930 $50,000,000 of Government securities
originally acquired for the account of the Federal Reserve Bank of New
York were taken over as a part of the open merket investment account,

At the meeting of March 24 Governor Young and Mr. Case reviewed the oc-
casion for the purchsse and a general discussion ensued. "In the course
of this discussion it was brought out that the primary purpose of the
transaction wns to attempt to aid business which had developed = more
serious depression then had been anticipated at the time of the previous
meeting. A number of the governors indicated that they had not been in
sympathy with this purchase of Governments and felt that money rates had
been eaged more rapidly than was desirabdle. A number of the other gov-
ernors indicated that they were in accord with the procedure which had
been followed."
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May 21 and 22, 1930 ~- Meeting of the Open Merket Policy Conference

Action recommended:

No affirmative recommendation as to oven market operations was made,
but it was the sense of the Conference, that, in view of existing circum-
stances, if the situation should so develop as to reguire an open market
operation by the system the members of the Conference will be prepared
to reconvene or else to act promptly on the recommend=tions of its Execu-
tive Committee,

Reasons given for action:

"The Conference has considered a preliminary memorandum reviewing
domestic business and credit conditions and has discussed at length the
present trends in world trade, commerce and commodity prices. Particular
congideration was given to the rapidly declining volume of our export
trade and its probable relation to the decline in commodity prices in
this country.

"It savpears to the Conference that conditions in business, agricul-
ture and trage are still seriously depressed, not only in this country
but evidently throughout the rest of the world as well, It is the
sence of the Conference that these conditione merit continuous careful
observation by the Federal Reserve System in order that the System will
be prepared to act promptly in the event that conditions further develop
in such a way as to make action seem advisable,”

Board action:
No action appears to have been taken by the Board until the receipt
of a telegram from Governor Harrison on June 30, 1930, (See page 7A.)

Note:- "Governor Young indicated that a number of suggestions had come
informelly before the Federal Reserve Board from various guarters, in-
cluding the following:

"1. A sale of securities for the purpose of checking specula-
tion, improving bank earnings, and aiding the liquidation
of security loans,

"2. A sale of $200,000,000 of Government securities to bring
ebout an adjustment of System earning assets so that re-
discnunts might be approximately equzl to the total of
Government gecurities and bankers acceptances held, this
sale of securities to be simultaneous with reductions in
the discount rates of a number of the reserve banks.
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"3, One reserve bank in order to increase its earnings was
coneidering the desirability of its buying for its own
account in the market $500,000 a month of Government
securities.

#4, A proposal to purchase Government securities and reduce
discount rates to secure a deliberate inflation of credit
for the benefit of business, particularly through the
bbdnd market.

"5. To do nothing now but to be prepared to meet autumn sea~
sonal requirements for Federal reserve credit (computed
at between $350,000,000 and $400,000,000) by purchases
of Government securities and incresses in bill holdings,

“There followed a brief discussion of the implications of the find-
ings of the last meeting of Governors on March 25, Governor Young in-
dicated that he had hesitated to vote favorably on the New York appli-
cation for a three per cent discount rate because of the position of
Governors at that meeting on March 25, Governor Harrison indicated
that the New York Reserve Bank he was sure did not want to be in a posi-
tion of feeling that they were violating the spirit of the findings of
the Open Market Policy Conference in making a change in discount rate
following such a conference, particularly when a number of weeks had
elapsed after the conference. The decision as to discount rates he
regarded as primarily the responsibility of the boards of directors of
the respective reserve banks subject to the review of the Federal Re-
gerve Board, and he did not believe the action of the Open Market
Policy Conference should be regarded as in any way restricting freedom
of action on discount rates. A number of other governors indicated
their agreement with Governor Harrison's statement,"

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

TA.

Telegram from Governor Harrison to the Federal Reserve Board, June 3, 1930

“This telegram is to confirm telephone conversations of Thursday,
yesterday, and today. Our directors, while approving unanimously the
report of the Open Market Policy Conference of its meeting of May 21
and 22 after a thorough discussion voted on May 29 that in their opinion
it now seems desirable for the system to undertake the purchase of Gov-
ernment gecurities in moderate amounts. In reaching this conclusion
our directors had before them evidence that the current business depres-
sion was continuing without any important indication of improvement, It
was their belief that the hope of greater business activity and increased
purchasing power for our surplus products depends at least to some ex-
tent upon the financing of new undertakings both at home and abroad
through the bond market, While the directors appreciate that it is im-
possible to forecast accurately the extent of the effect of the proposed
purchases, nevertheless they feel that the money position is so deli-
cately balanced that even a slight addition to the available reserve funds
might prove helpful both from the point of view of its direct influence
on the bond market and in the psychological benefit which might also
arise, In any event it seems clear that small purchases of Government
securities at this time could 4o no harm and a test with the hope that
they might be of some benefit seems desirable. Since the meeting of
our directors on Thursday we have discussed the question of purchases
of Government securities with the members of the Executive Committee and
a majority of the Governors of all reserve banks are now in favor of pur-
chasing not to exceed $25,000,000 a week of Government securities for the
next two weeks with the understanding that at the end of that time the
situation would agein be reviewed, We should appreciate the action of
the Board upon this proposal of a majority of the Conference."

Board action:

"It was suggested that the Board reply to the recommendation of the
majority of the Open Market Policy Conference that the Board will ap-
prove the purchase of Government securities whenever and to the extent
that the earning assets of the Federal reserve banks fall below
$1,000,000,900, It was finallf voted to approve the purchase of not
to exceed 325,000,000 a week of Government securities for the next two
weeks with the understanding that at the end of that time the situation
would again be reviewed."
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June 23, 1930 -~- Meeting of the Executive Committee of the Open Market
Policy Conference )

Action recommended:

That in the opinion of the Executive Committee it was not desirable
at that time for the Federal Reserve System to undertake any further
purchases of Government securities for System account.

Note:~ Occasion for this meeting was to review the result of purchases

of $50,000,000 of securities in the first two weeks of June, 2and to de-

termine whether the Executive Comrittee desired to recommend sny further
action to the Open Market Policy Conference.

"Governor Harrison pointed out that the business situ-tion appe=red
to be growing worse rather than better, that exports were still falling
off, that commodity prices had continued to decline, and th=t there was
no definite indication of a turn for the better. He stated that it was
the view of the directors of the New York Bank that the System should con-
timeto do everything possible to establish money conditions which would
provide an ample supply of funds for the bond market, He also stated
that the recent purchaese of Government securitlies had been followed by
some further easing of money rates, " ..... and by some improvement
in the bond market, though that market was not strong and was having
difficulty in meeting fully the demand for capital funds for business
use. This purchase of securities had, however, been largely offset by
a decline in the bill holdings of the Reserve System, and it had become
clear that in order to keep some surplus supply of funds in the money
merket and thus stimulate the bond market it would be necessary to con-
tinue the purchase of Government securities further. Governor Harrison
stoted that the directors of the New York Reserve Bank voted 2t their
last meeting that in their opinion further purcheses in the amount of
about $25,000,000 a week should be continued.”

A3k ale e aeake ok ok ok

"Governor Norris stated that the directors of his bank were opposed
to any further purchases of Government securities, He indicated that in
his view the current business and price recession was to be ascribed
largely to over-production and excess oroductive capacity in a number of
lines of business rather than to finesncial causes, and it was his belief
that easier money and a better bond market would not help the situation
but on the contrary might lead to further increases in productive capacity
and further over-production,”

Board action:

Note:- Governor Harrison stated in a meeting of the Executive Com-
mittee with the Board that Yas he understands the procedure approved by
the Board there is no recommendation to be made by the Committee to the
Board, but that the Committee meets for the purpose of making recommendations
to the whole Conference, which recommendations would then be submitted to
the Boatrd., The Committee is making, he stated, a .report to the Board that
the Committee as a whole voted to make no recommendation as to an open

‘ market operation now."
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September 25, 1930 -~ Meeting of the Open Market Policy Conference

Action recommended:

#It is, therefore, recommended that the executive committee be authorized,
if necess=ry, to suprlement bill purchases by the purchase of government
securities in the event that the seasonal demand for Federazl reserve credit,
gold exports, or other factors should tend unnecessarily to tighten present
money rates, and that in the event that any conditions should develop which
would regulre gnleg of government securities to execute this policy, the
executive committee should be authorized to make such scles, It is under-
stood, hnwever, thst if the committee should have to buy or sell more than
$100,900,000 of government securities to maintain the status quo, new au-
thority should be procured in accordance with the prescribed procedure.”

ool ke sfe oke o e e e ot

WGovernors McDougal and Calkins voted in the negative and Governor
Talley asked to be recorded as not voting,. Governor McDougal explained
that he voted "no" on the ground that he thought some firming of rates
might be advisoble at this time, Governor Calkins explained that his
negative vote was based upon the fact that authority to buy or sell up to
$100,000,000 rather than $50,000,000 might be construed as a further eas-
ing policy rather than a policy to maintain the status guo inasmuch as
the committee now has authority to buy up to only $50,000,000,#

Reasons given for action:

"In view of the continued severe depression in business activity,
trade, and comodity prices in this countrv, as well as the rest of the world,
it is the sense of the conference that it should be the policy of the System,
80 far as possible, to meintain the present easy money rate position in the
principal money centers, it being the opinion of the conference that under
present conditions no further easing of such money rates would be advis-
able and that no firming of such rates would be desirable whether because
of seasonal requirements, gold exports, or other causes."

o 3 3 o o ke 30K

“"Governor Harrison reviewed the status of foreign accounts with the
Pederal reserve banks, and pointed out the changes which had taken place
since the last meeting of the conference. He also discussed the general
position of the various central banks of issue abroad, calling attention
to the fact that the gold reserves of most of those banks have not only
increassed in percentage but in actual amount during the past year. The
increase in the reserve percentage of most of these foreign institutions
is due not only to an increase in the actual gold supplies of the respec-
tive banks but also to a very substantial decrease in note and deposit
liabilities, the decline renging in most cases from 25% to 50% from a
year ago, He pointed out that this, of course, reflected the depression
in business and trade which exists in those countries and throughout the
world. This depression was further evidenced by the figures which were
presented to indicate the substantial decline in both the export and im-
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port trade of most every one of the principal countries in Burope, South
America, and the Far Bast,!

Discussion:

"There ensued a general discussion of credit policies in which one of
the members of the Federal Reserve Board asked whether the conference
had consldered the advisability of a very much more active open market
program involving substantially larger purchases of government securities
with a view to forcing upon the country a more active use of credit.
through the stimulus of such purchases of securities by the System, Gov-
ernor Harrison explained thnt that had not been considered specifically
because of the fact that the majority of the conference felt so strongly
that there is no need for any further easing of the present easy money
rate position at the present time.®

Board action:
In a letter dated October 2, the Board approved the Committee's rec-
ommendation, excerpts from which follow:

¥ ... It is the understanding of the Board that the au-~
thority asked by the Conference to purchase or sell govern-
ment securities is to protect the existing level of rates,
not to alter it.

"I am writing to advise you that the Board is prepared
to approve the purchase or sale of Government securities
within the 1imits proposed in the report, for the purpose
of maintaining stability of rates under present conditions,
such authority is to run until an agreeable date next Jan-
uary, unless a change in conditions before that time should
make a review and reconsideration of open market policy =d-
visable at an earlier date."
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Decembar 20, 1930 -~ Meeting of the Executive Committee of the Open
Market Policy Conference

Action recommended:

"Those present agreed that if any r=al need arose they would be will-
ing to leave it to the judgment of the Federal Reserve Bank of New York
whether some sdditional amount of government securities should be_purchased
within the $100,000,000 authority with the understanding that the New
York Bank would keep in close communication with the members of the Com-
mittee.

"With reference to the question as to whether any governments pur-
chased at this time or other governments in the portfolio skould be sold
after the turn of the year, while it scemed to be the sense of the com-
mittee that this would prove undesirable or difficult in all the circumetances,
it wes agreed that a meeting of the open market policy conference should
be held early in January to consider future policles at that time, Jan-
uary 12 was sugeested as a satisfactory date."

Reasens given for action: ,

"Governor Harrison then summarized the credit position, indicating
that, owing to some tenseness in the banking situztion, the public state
of mind was now more gensitive than when the program of the Open Market
Policy Conference meeting on September 25 had been a2dopted, which provided
for a possible purchase of up to $100,000,000 Government securities if
necessary, as a supplement to bill purchases, to prevent any tightening
of the money mnrket due to seasonal or other causes. It was his view
that if there was any difficulty in securing an adeguate amount of besnkers
acceptances to take cnre of all seasonal needs for the next ten days, the
committee should be prepared promptly to buy goveranments rather than heve
any increase in nervousness arise from any indication of strain in the
money situation.

"This question was then discussed by the members of the committee.
In the course of discussion reference was made to the banking situation
at different important centers, the probable currency and window dressing
demands over the first of the year, and problems which had arisen in con-
nection with some discrimination ageinst certain names existing in the
market for bankers acceptances.”

Board setiomn:
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January 21, 1931 -- Meeting of the Open Market Policy Conference

Action recommended:

..., It 1s the sense of the Conference that in view of these con-
ditions it should be the noliqy of the System to cqnt1nue an easy money
policy in the best interest of trade and commerce. It is the belief of
the Conference, however, that the seasonal return flow of currency and
credit and other factors have tended during recent weeks to make for an
undue excess of funds in the principal money centers. It is therefore
the opinion of the Conference that in these circumstances it would be
desirable to dispose of some of the System holdings of government securi-
ties as and when opnortunity affords itself to do this without disturb-
ance or any tightening of the money position. It is understood that
there shall be a new meeting of the Conference as soon s&s or whenever
conditions in the opinion of the Conference or the Federal Reserve Board
Justify a reconsideration of this policy."

Discussion:

WGovernor Harrison then reviewed for the conference his discussions
with European bankers and others and the impressions he gathered on his
recent Buropean trip., In the course of extended discussion of these
matters Governor Harrison pointed out that the world owes the United
States on balance about $600,000,000 each year, and that payment has to be
made in gold, in imports from foreign countries to us, or by borrowing
from us. These countries were unable to send us much more gold, their
exports to us were now limited and new financing curtailed. Their only
alternative was to diminish their purchases of goods from us, which was
now being doen to our detriment.

"He indicated that the people he met abroad eppeared to believe that
recovery from the present business depression depends largely on Americe,
partly for psvchological ressons and partly because of the importan€e of
exports to us and borrowing from us.

"Generally speaking he felt that the economic situstion of European
countries had grown distinctly worse since his visit last spring, and has
protably grown somevhat worse in the weeks asince his recent return from
Europe,

" . .... Governor Harrison referred to the reduction of the discount
rate of the Pederal Reserve Bank of New York, effective December 24, 1930.
Fe indicated that the banking situation was of primsry importance in the
decision., He had been urged from many querters to meke a reassuring
statement which might aid in quieting the banking situation, Such a .
statement was practically impossible because to be strong enough to do any
good it would run the risk of being contradicted by any smell bank failure
which might thereafter occur, The rate reduction, apart from other rea-
sons, served as a method of stating to the public that money was freely
available. The rate reduction was justified technically by the money
situation, It would probably help the foreign situstion as well as the
domestic situation, Incidentally, it might mske it easier for France to
reduce her rate. The discount rate decision had been made very rapidly,
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and there had not been an opportunity to discuss the matter with most
of the reserve banks, In fact, the proposal had only arisen after the
meeting on December 20 of the executive committee of the Open Market
Policy Conference,

"Governor Harrison referred to the holdings of sterling bills purchased
during the period of greatest weakness of sterling last autumn, He said
1t had been the intention to sell these bille some time after the turn of
the year, when it was hoped that sterling would be strong enough to make
an orderly operation, Recent weakness of sterling, however, has made
this program seem undesirable up to this time, and instead of the sale
of sterling the directors of the New York Bank had voted at their last
meeting to sell 2 part of the securities which had been added to the port-
folio of the New York Bank during the recent banking emergency.,

"Governor McDougal commented on the recent discount rate change by
the Federel Reserve Bank of Chicago and indicated with regard to the
last three changes in thelr discount rate that in the case of the first
two of these changes it had been hoped that the reduction in the rate
would have some encouraging effect upon bdusiness, but that the latest
change bhad been mede without any such belief, but was designed to corrsct
to some extent the large differential of 1 1/2% between the Chicago rate
and that of the New York Bank.

"Governor McDougal expressed the hope that there would be no further
reduction in *the bill rate; that money was too cheap with Federal funds
quoted at 1/4 of one per cent; and that it would be better for the market
to get the bills if it wanted them.

"Governor Calkins suggested that the position should be one in which
we kept our bill rate low, but tried to correct any over-sloppy condition
in the money market by the sale of government securities. Several of
those present concurred in this view.

" ..... Governor Harrison further reviewed the changes in the money
market since the last meeting of the Open Market Folicy Conference, point-
ing out that the seasonal expansion in the requirements for Federal reserve
credit up to the time of finsncial disturbances had been less than normal,
and bill purchases appeared to be sufficient to take care of seasonal
needs without additional purchases of government securities, This ap-
peared to be true, until the banking emergency when the New York Bank had
found it necessary to tske over securities from two member banks and at
the end of the year when purchases were necessary in order to avoid too
great tightening &f credit due to an unusual smount of "window dressing®.
Purchases made for the open market account had since been ligquidated as
had also $20,000,000 of the emergency purchases made by the New York Benk.
Since the turn of the year the return flow of funds eppeared to have
greatly aided the bond market, There had been a considerable excess of
reserves of the New York City banks, though this had fluctuated a good
deal. It was the general plan of the New York Bank to liquidate the bal-
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ance of the temporary purchases of $5,000,000 of securities, as the sur-
plus of reserves offered opportunity without interfering with the bond and
money market,

"It was moved by Governor McDougal that it was the sense of the con-
ference that the present was an opportune time to let government securi-
ties go from the open market portfolis as 2nd when it could be done with-
out undue disturbance, with the understanding thet sales should not be
made rapidly and should be made in orderly fashion. Governor McDougal
explained this motion by saying that some time sgo System open market
operations had followed a general principle which he believed to be sound,
and should be reverted to, that whenever the merket is ready to take bills
and government securities the Reserve System should sell them, and con-
versely, the System should acquire them when the merket cannot toke them
readily. On this principle he would like to hold bill rates where they
were to push bills out of the System.

"Governor Harrison commented that if we sell governments we should
have the bill rate at a2 point nearer to the market so that we might be
ready to take in bills without such a big penalty to the seller, He
would not favor any sales of governments unless the bill window were
opened to provide in this way any money the market required."

0 de 2k 2k e ok e ok

"Governor Young stated that a sale of $50,000,000 or $60,000,000 of
governments might perhaps injure the bond market; that a commercial banker
who saw a reduction in government holdings of the Reserve System would be
inclined to sell bonds. 1In any event it was important to decide the
general policy whether the conference favored firmer or easier money, or
the atatus quo,

The resolution shown a2bove under "action recommended" was unanimously
adopted, following which the discussion wee resumed.

"Governor Meyer stated that the banking situation was at present the
primary thing to consider, and that whatever policy wzs adopted should be
adopted with that in view, He suggested that bill maturities would re-
spond to changee in the money market, and would act as a buffer in taking
up surplus funds, Any propos=l for the liquidsation of governments
should consider the present extraordinary reluctance of banks to show
bills payable, The present banking situation was so delicate thet it
could be easily disturbed,

"Governor Harrison pointed out that the resolutions of the conference
represented s compromise since some of those present were in favor of con-
siderable sales of securities, while others were only in favor of such
moderate saleg as might be necessary to tske up some of the slack. Gov-
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ernor Meyer suggested that any move which the Feder2l Reserve System made
in its automatic assets immediately put the acts of the System on the sky-
line where they were subject to observation and criticism.

"Governor Harrison indicated thet he would not be content with even
the proposed moderate program of sales of governments unless the buying
rates for bills were nearer to the market rate, as bills coming hack to
the System would act as a sofety valve in case too much funds were with-
drawn from the market,®

e afe ok e e o ok ke ok ok ok 0 ok ok ok

"After Governor Harrison had left the meeting, Governor Meyer stated
that a reduction of bills and discounts of the System did not involve the
launching of any major policy, whereas the sale of governments is commonly
interpreted s a major move in PFederal reserve policy. The Reserve Sys-
tem has been accused in a number of gquarters of pursulng a deflationary
policy in the past yesr, and a sale of government securities at this time
is likely to éraw fire, In this situation it would appear most desirable
to avoid a move which appears to represent a major change in policy when
there 18 no necessity for doing it.

"Governor Young said that those present would certainly not favor any
program which they belleved would affect bank confidence, or that was s
new and major change in policy. Government bonds had first been bought
under an emergency, and their purchase had proved helpful, but there was
a2 limit to what the System could do in buying bonds. Some sales would
put the System into a position to go back into the market and buy again
if it is necessary.

"Governof McDougal pointed out that no one present was desirous of
dumpting securities in the market but they fovored a program that would
be worked out gredually, osess

"Governor Meyer stated that in this position the Boerd has an appar-
ent responsibility to the country; that the world was now in the worst
economic condition that he had ever seen, There had been the worst bresk-
down in credit conditions which he had witnessed, The present situsation
in Germany end Australia in which a nation's credit was at guestion being
cases in point. Unemployment, unrest, and discontent were severe. Un-
der these circumstances everything which the Federal Reserve System does
which is or may be interpreted as s move in major policy is on the sky-
line.

"Governor Calkins stated that the proposal was not considered ss a
major change in policy, that his ldea was that a beginning of sales might
be made by letting February 16 maturities of Treasury bills run off. It
could not be considered a major change in policy because it provides spe-
cifically for the ‘continuance of an emsy money policy!.*
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Board action:

On January 29 the Board voted to advise the Chairman of the Open
Market Policy Conference that approval had been given to the report as
submitted,
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April 29, 1931 =~ Minutes of the Open Market Policy Conference

Action recommendeds

"YOTED that pending another meeting of the conference, as soon as
that may be deemed necessary by the Federal Reserve Board or the members
of the conference, the executive committee of the conference should be
authorized, if and when it appears to them necessary or advisable, to
purchase up to $100,000,000 of government securities,*

Reasons given for action:

The question which was discussed by the conference was whether there
was any appropriate way in which the Federal Reserve System could take ac-
tion in order that any further gold imports will have their normal and
netural effect wpon the loans and investmente of member banks.

"Governor Harrison pointed out that this was one of the reasons which
had prompted the Federal Reserve Bank of New York in recent weeks to re-
duce its bill rates, hoping that by that action it would be possibles to
maintain or even increase the System's bill portfolio in spite of the
fact that gold is still coming into the country, He said that to have
done nothing with the bill rates would very likely have resulted in a
rapid diminution of the bill portfolio of the System as gold came in, not
only thereby nullifying gold imports but liquidating the Systemt!s earning
assets by a substitution of gold, of which we already have a plethora.
Governor Harrison then said that it was the purpose of the New York Bank,
if necess=ry, to reduce its bill rate as low as one per cent in the hope
of accomplishing its obJjectives of maintaining or even increasing the
bill portfolio in the face of gold imports; that it was likely that next
week or the following week he would recommend a reduction in the discount
rpte. The chief purpose of this program was, he stated, not only to
tend to reduce the amount of gold imports or to make those imports that
actually teke place more effective, but also, by its effect upon the
short time money market, ultimately to make credit, of which there is now
plenty, especially in the big centers, more active and more widely dis-
tributed. It was felt that this policy sooner or later would necessarily,
because of its effect upon the short time money rates, encoursge banics and
depositors in baniks, in spite of their present liguidity, to employ their
money, which now is becoming relatively so unprofitable, More specifically,
he sald that he hoped that this policy might encourage the New York Clear-
ing House baznks further to reduce their interest rates on deposits,

"In this connection, it seemed to be the general sentiment of the
conference that one of the difficulties with the banking situation today -
is the consequence of the competition of banks throughout the country for
increasing deposits at unjustifiably high rates of interest, and that any
action which might encourage a more general reduction in those rates could
not but be helpful to the banking situation as a whole, Governor Harri-
son then said that if the policy which the New York Bank has adopted is
to become completely effective it requires System cooperation both in the
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matter of rates and in the matter of open market purchases of government
pacurities for with bill rates as low as they are, in the event that the
System's bill portfolio runs off, even after rates may have been reduced
to one per cent, the only effective instrument which the System has left
to 2id in meinteining the total volume of its credit outstanding is the
purchase of government securities, He, therefore, recommended that the
conference suthorize the executive committee of the counference, if and
when it appears to them necessary or advisable, to purchase up to
$100,700,000 of government securities. In making $his recommendation,
he pointed out that it was not the intention to purchase government securi-
ties immediately but rather to attempt to carry out the policy, first,
through bill rates, second, through the reduction in discount rate, and,
then, if necessary, to resort to the purchase of government securities,"

Digcussion:

%@overnor Norris was of the opinion that the proposed policy might
not accomplish any great amount of good; that the System was in a strong
position; that there was little or no danger of speculation; that he saw
no probability of any bad results from the policy; &nd that in those cir-
cumstances he wes ready to participate in the policy and to contribute by
recommending & reduction in the Philadelphisa Bank rate to three per cent.
His chief misgiving sbout the adoption of the policy was the danger of =a
slowness in the reversal of the policy when that might become necessary.
This was a danger to which all the members of the conference referred
and which Governor Meyer stated he did not believe would be existent in
the present circumstances, especially in view of the fact that the coun-
try would look upon a reversal of the policy as an evidence that the
turn had come in the business depression.

"Governor Young stated that they are even now following the New York
reductions in bill rates and in the past have followed in the reduction
in discount rates; that he believes it is important to heve harmony in
the System; and that if New York reduces its discount rate to 1 1/2 per
cent, he will recommend the same rate in Boston. He believes that it
is inadvisable to buy more government securities at the moment but that
even eo he would, of course, be willing to buy government securities at
the present time from any member bank that needed accommodation in that
fashion. He felt that while ‘the program might be right or wrong, the
only thing to do, in view of all the circumstances discussed by the con-
ference, is to go through with it,

Governor Fancher stated that the economic situation throughout the
world has seriously changed in the past year and is perheps more serious
than ever; the gold flow is most important; and he s2id that he was will-
ing to go along with any program designed to check it. He also agreed
that the System can lend its efforts to make money so cheap as to put
it to work.  .....

"Governor Scay stated that he had no great degree of confidence that
the propoged policy will accomplish anything very definite or that busi-
nese recovery 1s dependent upon any further ease in credit. He inti-
mated that it was possible that a further eessing progfam might be con-
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strued as a move in the wrong direction and as a policy of desperation.
He did feel, however, thet any move that would force banks to reduce
rates which they pay on deposits is a‘'most important one, snd that if
the proposed program fails in accomplishing that, the program itself
would fail, sesaens .

"Governor Black stated that, in his opinion, the present situation
ie extreme and that it was important that we do something. ... He
hopes and believes that the program recommended by Governor Harrison
will be effective, at least in part; that it would tend to make the gecld
which we have more useful; and that it would tend to drive some short
time money to work, which is what the situation now needs. ....

"Governor McDougal stated that the gold problem, as discussed by
the conference, is an impressive one and should be corrected, if possible;
that that is the big question before us. The banking situntion is also
an outstanding problem; and that while he thinks money rates are now cheap
enough =zné does not see how cheaper retes will stimulate business, never-
theless, it may serve to move gold elsewherse, “ee He was not in favor
of buying governments at the moment but that if lower discount rates were
established in the Eastern districts, Chicago would probably have to
follow,

"Governor Martin said that there is no historical precedent for the
present situation, and that it would, therefore, be difficult to predict
the results of the proposed policy. He saw some objections to it but,
on the whole, the majority of reasons were in favor of it. eenee

"Governor Geery was somewhet at a loss to foresee the precise re-
sults of the proposed policy but was willing to give it a fair trial at
this time and was willing to vote for it.

"Governor Talley stated that he still has confidence that gold will
finally express itself, PIPI In his judigment, there was some ques-
tion whether it would be desirable to have the New York banks reduce
their interest rntes further; that it was more desirable, in his mind,
for those banks to send money abroad into short commercial credits.
While somevhat spprehensive about attempting the policy, he saw little
ammunition left, and he was in favor of trying it.

"Deputy Governor Worthington said that while the Kansas City Bank
has felt for some time that money rates have been too low and that there
would be no revival in business until rates go up, nevertheless he sees
no objection to the progrem ..... .

"Governor Calkins saild that he agreed with the desirability of harmo-
nious action in the System but questioned how hormonious it would be un-
less a program is agreed to without reluctance. He is somewhat skepti-
cal of the proposed program because of the fact that the present situa-
tion was g0 lacking in precedents that it is not possible to compare it
with the past. se-.s The big question, in his mind, is whether we
would be prepsred to correct or reverse the policy if it proves to be
wrong, but th~t San Francisco will be prepared to follow and participate
in the program, even though not with the wholehearted acquiescence which
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he thinks so advisable,

"Governore Meyer and Harrison then said that they did not have
fixed certainty of the outcome of the procedure but that it was one
which we had little, if any, volition since it would be forced upon
by the present gold movement sooner or later, in any event."

any
in
us

Board action:

At a meeting of the Board on May 7 it was voted to approve the re-
quest of the Open Market Policy Conference msde April 29 that the Exe-

cutive Committee be authorized to purchase up to $100,000,000 of Govern-
ment_securities.
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June 22, 1931 - Meeting of the Executive Committee of the Cpen Market
Policy Conference

Action recommended:

"It was voted to buy up to $0,000,000 of government securities with
the understanding that there would be further conference by telephone or
otherwise between members of the committee before any purchases were
made beyond that amount,

"Governor Young asked to be recorded as voting in the negative, and
Governor Norris did not vote."

Reasong given for action:

"Governor Harrison outlined developments in recent weeks in the inter-
national merkets, and particularly in connection with the assistance re-
quired by the Austrian Credit Anstalt, and the further succeeding develop-
ments in Bungary and in Germany, and indicated that on Friday the Reichs-
bank had sold us over $100,000,000 in gold, and its total losses of gold
end foreign exchange had been approxzimately $250,000,000, It had begun
a policy of credit rationing at home, As a result lsrgely of the gold
from Germany this country had geined $112,000,000 of gold since June 1,
and the total net gain since January 1 amounted to $298,000,000.

" ,.... BSince the April meeting incoming gold may be considered to
have been partly absorbed by currency withdrawals in connection with bank
difficulties, If the influence of these currency withdrawals could be
eliminated Federal reserve earning assets would show a substantial reduc-
tion. In other words, the gold has been to a degree sterllized, and the
aim of the April meeting of meintalining earning assets and putting new
gold to work has not been fully achieved.

"Governor Young objected at this point that he did not agree with
the conclusions of the April conference with respsct to the sterilization
of gold,

"Governor Harrison pointed out that the other aim of the April con-
ference was to reduce short money rates and thus encourage the shifting
of funds to employment in longer use. Partly as a consequence of the
action taken there had been large and widespread reductions of rates paid
by banks on deposits, and in short time money rates generally.

"He further stated that the events of the past two weeks were in
some ways the most critical which the world hss passed through since the
war, that there had been g threat of a general moratorium and s possible
breakdown of capitalism in Europe, In the meontime developments in
South America had indicated the danger of a moratorium in certain coun-
tries there, 1In these circumstances it seemed desirable to take every
possible measure available to the Federal Reserve System for improving
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the situation. He could see no risk in buying governments n~t this

time, but considerable advantage. It was a particularly good time, be-
ceuse the improvement of psychology and the 1ift in the commodity markets
and the security markets following the announcement of the administre-
tion's position as to reparations provided an impetus toward revival
which, with proper encouragement, might now bring the turning of the
tide,

"Ags far as the bill holdings of the system were concerned Governor
Harrison stated that it would probably be somewhat easier to maintain
these holdings because of the fact that the Bank of France was allowing
all it8 bills to mature. Since these holdings constituted something
like 25 per cent of the total bills outstanding in the American market,
the release of these bills would provide a more ample supply, part of
which would presumably come to the reserve bank. The Bank of France in-
tended, however, to increase its balance at the reserve banks as its
bills matured, sn action which would be a tightening factor in the money
market, It might be desirable in the near future tn mske some reduction
in bill rates since technically bill rates were becoming out of line with
other short term money rates, In fact the directors of the New York Bank
had already requested from the Federal Reserve Board a lower minimum buy-
ing rate on bills, though there was no present intention of reducing the
actual buying rate.

"Governor Meyer reported ... that from $350,000,000 to $375,000,000
of currency was now hoarded throughout the country as a result of banking
disturbances since last autumn, This represented an additional demond
for Federal reserve credit which tended to offset the effects of gold
imports under the normal working of the gold standsrd. ¥

Discussion:

"Governor Norris asked whether the real difficulty at present was not
the rates for money but lack of demsnd for credit from high grade borrowers
while lenders were timid and hesitant with respect to 2ny other type of
borrower.

"Governor Harrison suggested that the pressure of excess reserves
sooner or later tends to overcome timidity. TUnder the traditional gold
standard the piling up of funds in any couniry sooner or later operates
toward an expansion of credit which in turn is en influence towards rais-
ing the price level., He hoped that the purchase of governments might
first avoid sterilizing gold, and might second be a stimulus operating
with other favorable recent events towsrds giving an additional 1ift to-
ward business recovery.

"Governor Norris raised the question whether the system would not be
criticized for taking a step to make money still easier when it was al-
ready very easy. .o

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

20.

"Governor Meyer suggested that other critics would sz2y that by in-
action we were preventing the normal influence of gold,

¥Governor Black commented that the action tsken at the April 29 meet-
ing at Washington was affirmative, in favor of positive action which was
to continue until it accompliskred its results. ... The President, by
his announcement, had taken a constructive step which should be backed up
to the limit, and Governor Black believed that the purchase of govern-
ments would give this impression and have this effect,

"Governor Meyer stated that the Federal Reserve Board would be sym-
pathetic to the purchase of Government securities, would have some nrefer-
ence for a larger program of purchases than $50,000,000, end that the
Board would regard this program ae simply discounting in advance the eas-
ing effect of the return of hoarded currency when the period of apprehen-
sion was over.

"Governor Young discussed the question of gold sterilization and in-
diceted that he believed that sterilization had been and was natural
and inevitable under the operation of the Federal Reserve System: that
the only way sterilization could be stopped wes to hzave continuocusly an
excess of credit, but thet any such excess never lasts but is rather gquickly
absorbed through a:-reduction in Federal reserve credit, It is, therefore,
impossible to prevent sterilization without adopting the Macauley policy
of buying an exceedingly large volume of government securities. He
agreed thst something should be done td support the action of the Presi-
dent, but did not believe that the purchase of $50,000,000 of Goveranment
securities would accomplish this purpose.®
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August 11, 1931 -- Meeting of the Open Msrket Policy Conference

Action recommended:

"It is the sense of the Conference that, subject to the approval of
the Federal Reserve Board, the Executive Committee be suthorized to pur-
chege for account of such Federal reserve banks as desire to participate,
up to $120,000,000 of Government securities if snd when it becomes neces-
gsary or advisable to do so, or if necessary or advisable to sell up to a
similar smownt, It is the opinion of the Conference that economic con-
ditions in this country and throughout the world are now such that it is
essential that the System be prepared promptly to take whatever further
proper steps sre in its power to encourage or facilitate a recovery in
conditions as soon as it appears likely thet such steps will be effective
in accomplishing this purpose,

"All governors voted in favor of the resolution, as amended, except
Governor Young."

Reasons given for action:

#Governor Harrison .. reviewed the recent developments abroad, and
particularly in those countries where credits had been granted by the Fed-
eral regserve banks, discussing in detail the situstion in Austria, Hungary,
and Germany."

ok e o ok ke ke ok ok oK

"Betwesn July 23 and August 8, 1931, sterling exchange was purchased
to the amount of approximately 11,650,000 in support of that exchange.
Prior to August 8 L90N,000 of the above sum were invested in sterling
bills by the Bank of England, for our account. On August & the £900,000
were transferred to apply on the Bank of England credit of $125,000,000
and the remaining L750,000, which were delivered to the Bank of England
on August &, were invested in bills and applied directly to the credit.

"Governor Harrison reviewed -the background of these credits and the
negotiations which had led up to them, as outlined in his letter of
July 9, 1931, to the Governors of all Federal reserve banks, The con-
tinued lack of confidence and the state of fesr and unrest which exist
all over the world snd the continued decline in commodity prices had
brought about a condition approaching abnkruptcy in many forelgn countries
and in certain sections of our own country, due to the inability of these
countries and sectiong to meet their fixed charges, Under these condi-
tions one of two things must happen: either commodity prices must go wup,
or debt structures must be reorganirzed, involving defaults or postpone-
ments in many cases. While bank credits many serve to patch up various
situations temporarily, they cannot correct the basic difficulties. The
only possible additional step which now appears open to the Fedsral Re-
serve System as & means for exerting some favorable influence upon the
situation is the purchase of Government securities., The only question
is whether conditions are now such as to make such a step practicable or
reasonably effective, :
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Governor Harrison stated his belief that economic, socizl, and po-
litical conditions throughout the world were so very serious, the pros-
pects for the winter indicated such severe unemployment 2nd distress,
and the threat of political and social uphsavals in various parts of the
world was 80 great that the Federal Reserve System should certaninly be
prepared to take any helpful steps within its power if and as soon as
conditions indicated reasonable prospects of their success,"

e o ok s e ok ke e e 3 ke ok e

"With regard to the immediate situation in New York, Governor Harri-
son reported that the New York banks for two months past had been holding
currently excess reserves of from $60,900,000 to $80,000,000, but that in
the past few days, due to currency withdrawals and the action of the Bank
of France in allowing its Treasury Bills and bankers! bills to run off,
this excess had been wiped out and the banks had been obliged to borrow
at the reserve benk from $u40,020,000 to $80,000,000. In view of this
sudden and unusual change and to avoid a disturbance to the money situa-
tion, the New York reserve bank had made purchases on August 10 and 11,
for its own account, or $50,000,000 of Government securities, any part of
which it will be glad to give to any bank that wishes to participate.
This action was not taken witk a view to creating excess reserves but to
supply enough funds to take care of the unusual withdrawals. The Bank
of France has now a $170,000,000 free balance with the reserve banks and
holds about $U40,000,000 more of bills maturing within the next few weeks.!

Discussion:

" ..... Governor Harrison did not advocate immediste purchases of se-
curities because it did not appear that the attitude of the banks and in-
vestors was such that funds thus made available would be put to work,
but he believed the system should be prepared to make substantial purchases
as soon 2s there was some prospect that the purchases might be effective."

Considersble discussion followed about the inability of the majority
of the banks to participate in further purchases, due to lack of gold
cover, Governor Harrison stated that the amount of free gold in the
system was about $750,000,000, which could be increased tn a billion dol-
lars by withdrawals from the agents, and pointed out that the question to
decide was not whether individual banks could, or could not, participate,
but to try to agree on a system policy which would be helpful.

"Governor Meyer reviewed the various facts in the present situation
and stated that in his opinion the situation was one which called for
some action by the Federal Reserve System, and he hoped thet the Conference
would give serious consideration to the matter of buying securities, Tur-
thermore, it was his opinion that such additional action could be taken
without any possibility of really weakening the System.”

igitized for FRASER

D
&ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives

23,

Governor Calkins suggestion members of the Conference gave the
attitude of their respective boards of directors in regard to the pur-
chage of securities.

After adjourmment the Conference met with the Federal Reserve Board
and the following discussion ensued:

¥In discussing the reasons why the members of the Conference were not
in favor of purchasing large amounts of Government securities immediately,
Governor HEerrison pointed out that at present the effect of purchases would
probably be limited to the piling up of excess reserves in member banks
which would not be employed. The natural outlet for such excess reserves
is in investments and if action were taken at the right time it might re-
sult in pressure upon the banks for the use of surplus funds in the pur-
chase of bonds, mortgages, =tc, One difficulty at the present time is
that the most prime investments are selling on a very low yield basis,
while secondery bonds consist largely of railroad issues, of which a con-~
siderable proportion may in a short time become ineligible for investment
by savings banks, insurance companies, and trust funds, due to the provi-
sions of various stete laws, In addition the bond market has been uncer-
tain because of pressure on the mrrket, due to forced liquidntion of bond
portfolios of c¢losed banks, The c¢onference felt, however, that the exist-
ing situation wes so critical that the System should be prepared to act
guickly if and when conditions are changed to a point which might make it
appear that an operation in Government securities would be effective- in
encouraging or facilitating business recovery."

33k ke e e e ok sk ke ke ok

"Governor Meyer and other members of the Board expressed disappoint-
ment at the action taken by the Committee in that it limited possible pur-
chages to an ineffective amount., They also indicated some disappoint-
ment that the procedure followed by the meeting did not give the members
of the Board an adequate opportunity for discussion with the members of
the Conference before fingl action was taken by the Conference.

"Governor Harrison stated that the present procedure was not sstis-
factory to him either but that it was precisely in accordance with the
procedure followed ever since the Open Market Committee had been changed
to the Open Market Policy Conference, including representatives of all
of the Federal reserve banks,"

o ok e e o ok ok ke e o ok ok

"Governor Young stated that he would rather see the portfolios of

-the Federal Reserve System composed of bills and discounts, and regretted

to see two important functions nullified by operations in Government se-
curities,"
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"Governor Meyer suggested as a matfer or procedure that the members
of the Conference should come to the meeting without instructions by their
bosrds of directors, but prepared for a free discussion with the members
of the Board. He suggested that there should be another meeting held at
an early date, to be attended by the Board, for a further discussion of
these questions,*
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October 26, 1931 -~ Meeting of the Executive Committee of the Open Mar-
ket Policy Cnnference.

Action recommended:

"It was moved and carried that while for the moment there is no occa-
gion for a reduction in System holdings of government gecurities, that by
reason of the views expressed by a number of governors favorable to a sale
of government securities, @and because of the possibility of changes in the
credit situstion which might make sales desirable, the committee ask the
Federal Reserve Board to give the executive committee the same leeway with
respect to sales of government securities as it now possesses with respect
to purchases as recommendéd by the resolution of the Open Market Bolicy
Conference on August 11.%

Reasons given for action:

"Governor Harrison reviewed the considerations affecting open market
policy, indicating, first, that the free gold position of the System was
not a consideration at this time first because there is now, even after a
loss of over $700,000,000 of gold, over $800,000,000 free gold in the System,
practically as large as before the outward gold movemesnt started and second
because a sale of government securities would not in fact really strengthen
the System's gold position., Its only effect would be to provide addi-
tional collateral for Federal reserve notes, whereas there is an smple amount
of collateral either now on hand or in sight so that a shortage of collateral
would not be a limiting factor on the amount of gold which could be exported
or the amount of Federal reserve notes which could be issued. At the
present time only $300,000,000 of Federal reserve notes out of $2,700,000,000
outstanding are not collateraled to 60% of value by eligible paper.

"The most importeont question which the System faces at present is the
problem of bank failures and hoarding of currency. Failures had been in-
creasing at a repid rate and are exercising a terrific pressure on the
credit situation. Every action of the System should be considered in the
light of its possible effect on these failures and on the willingness of
banks to help out their correspondents in time of difficulty. A decrease
in the System's holdings of government securities migcht affect the situa-
ti on adversely, first, by its psychological influence as indiceting a policy
of pressure, and second, as tending to increase the amount of member bank
discounts and so maxing them somewhat less willing to lend freely to help
banks actually in need."
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November 30, 1931 ~- Meeting of the Open Market Policy Confersuce

Action recommended and reasons given for action:

"The Conference reviewed a preliminary memorandum submitted
by the Chairman. They discussed business banking and credit
conditions both here and abroad and considered in particular the
effects upon the American banking and credit structure of the
recent huge withdrawals of gold and currency and possible fur-
ther withdrawals of currency for holiday purposes or for hoard-
ing, They further congidered the heavy maturities of bills in
the System portfolio before the end of the year. While the Con-
ference was of the opinion that there ie no occasion for any im-
mediate purchese of government securities, nevertheless, they
voted that in view of all circumstances and in order to be pre-
pared 1f and when occasion arises, the Executive Committee be
authorized in its discretion to buy up to $200,000,000 of gov-
‘ernment securities before the end of the year, It was the
sense of the conference that the committee ghould also be au-
thorized in their discretion to sell any securities so bought
after the turn of the year if conditions then permit. The
conference felt that there should te another meeting of the con~
ference early in January to consider the System's general opera-
tions and policies in the light of conditions as they then exist.

"Before final a2ction on this resolution, Governor Harrison discussed
at some length the international situation calling attention particularly
to the change in conditions in various countries of the world since the
abandonment of the gold standard by England. He emphasized the steps
which have been taken in recent weeks by various countries to increase
tariffs and to impose exchange restrictions which act as serious deterrents
to international trade. He indicated that it was difficult to see how
many of these countries can determine upon their future monetary policy
until England finslly decides upon a course of stabilization, but that it
is not likely in his opinion that Englend will attempt to stabllize its
currency until some definite action is tzken about reparations and inter-
tovernmental debts, 2nd until they are in a position betwsen to determine
their own trade balance and price levels which will be affected by the
tariff which the government has now enacted."
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January 11 and 1z, 1932 «~- Meeting of the Open Msrket Policy Conference

Action recommended:

"o .... The Exedutive Committee be authorized if and when desirable
to purchase for the System account not to exceed $200,000,000 of government
securities, such purchases to be made only after the approval of the Exe-
cutive Committee at a meeting to be called for the purpose of considering
the occasion or need therefor."

This resolution was passed with Governors Seay and McDougal, and Deputy
Governor Day voting in the negative.

Reasons given for action:

"The Conference has considered the preliminsry memorsndum and discussed
at length the current business and banking situ~tion, It gave particular
attention to the increase in bank failures and the pressure upon the busi~
ness and price structure of the country resulting from or coincident with
the huge deflation in bank credit during the past year, the contresction of
bank loans and investments during the last guarter of 1931 being at the
rate of about 20 per cent per annum, The Conference believes that this
deflation cannot continue without most serious damege to the business and
financial structure of the country. While the Conference 1s of the opinion
that the proposed Reconstruction Finance Corporation will be of material
help in checking the failure of sound banks and in thus tending to relax
further unnecessary pressure for liquidation, end that while the further
acquisition of bills by the Federal reserve banks may be encouraged by Fed-
eral reserve bank rote adjustments, nevertheless because of the seriousness
of the general situation and the importance of relieving the drastic pres-
sure on the credit structure now inspired largely by fear of further liqui-
dation, the System ghould be prepared, if necessary, to supplement these
other steyrs by the purchase of government securities,"

3 ok ok e e s o o o o o

"Governor Harrison pointed out that the deflation of bank credit in
the United States hed amounted to more than $6,000,000,000 in two years in
addition to a decrease of $6,000,000,000 in brokers! loans by others than
banks. In the past three months the deflation had become still more rapid
and was at ‘the rate of 20 per c:g per annum. A continuation of this de-
flation might be expected to lead’still further serious price declines,
There had been some interruption of bank failures in November following
the inauguration of the National (redit Corporation but lately the number
of failures had again incressed and currency withdrawals for hoerding ape
peared to have begun again to some extent.

"The gold situation, he indicated, was fairly quiet but likely to be-
come active again if bank failures continued.

"The question now was what could be done to prevént a further deflation
and to bring about some improvement in conditions. - With developments al-
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ready begun or in prospect there seemed some possibility of getting an up-
ward movement started by combined effort. Recent important developments

included an improvement in the condition of the bond market, prospects for
a read justment of wage rates for railroad employes, and prospects for the

passage of a bill providing for the Reconstruction Finance Corporation."

Discussion:
"Governor Harrison suggested that the following appeared to be the pro-
gram for considerstion to stop deflation =nd encour=zge some tredit increase:

(1) Passage of the Reconstruction Finance Corpora-
tion bill,

(2) Orgenized support of the bond market predicated
upon railroad wage cuts.

(3) PFederal reserve snd member bank cooperation with
the Tresasury program,

(4) Buying bills when possible.
(5) Reduction in discount rates.

(6) Buying of Governments, if necessary, facilitated
by an alleviation of the free gold position."

CTETTI T

“Governor Harrison referred to the Treasury program and indicated that
the Treasury would require about one and a half billion dollars of new money
between now and June 30 and that under present conditions it would be diffi-
cult for the Treasury to borrow this smount without a serious effect on the
government security msrket and the genernl bond market, He stated that
he believed a successful Treasury sale of these securities would reguire:

(1) General strength in the bond market.

(2) Direct discussions with the member banks as to
the importeance of their cooperating.

(3) Discount rate adjustments to enable banks to
borrow at a profit,

(4) Probably some purchases of Government eecuri-
ties by the reserve banks.

"Any program to be successful must also include a definite policy by
the administration as to the total amount of borrowing to be undertaken
and also a definite policy as to balancing the budget after June 30, 1532,

"Governor Harrison believed that through successful issues of govern-
ment securities, purchased lergely by the banks aided by Federsl reserve
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cooperation, it might be possible to stop the deflation of credit.”

e ofe le e ofe e o e e e

" ....... In response to questions Mr. Mills stated:

(1) Thet the administration proposed that the gov-
ernment budget should be balanced after June
30, next,

(2) That the administration program called for sales
of approximately $1,500,000,000 of additional
government securities before June 30, 1932,

(3) Thet it seemed likely thet new issues would take
the form of short term imssues rather than bonds."

LEL I 221 T ]

"Governor Meyer stated that he believed in the present situation the
Reserve System should be prepered to use all of its powers if and vhen
necessary.

"Governor Black asked whether the members of the Federal Reserve Board
were in accord with the suggestion for lower discount rates, and Governor
Meyer replied that the matter had received no formal attention in meetings
of the Boerd but that the members of the Board with whom he had discussed
the matter were in favor of lower rates for the purpose of facilitating
the general program. He also suggested that any lower rates which were
established should not, in fairness to the member banks cooperating with
the progrzm, be withdrawn too quickly.

"Governor Black suggested that definlte action should be taken with
regard to the $42,000,000 of government securities purchased for System
Account at the year-end. A motion to sell these $42,000,000 of securities
was made by Governor McDougel but did not receive a second."
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February 24 and 25, 1932 -~ Meeting of the Open Market Policy Conference

Action recommended:
"It is moved that it is the sense of the conference that, subject to
the approval of the Federal Reserve Board, the Executive Committee ghall

be authorized to purchase up to $250,000,000 of government securities for

System account at the spproximate rate of $25,000,000 per week. It is
understood that purchases under this program shall be made after a meet-
ing of the Executive Committee called for the purpose of considering such
purchases and that the program shall be subject to review by the Confer-
encé at any time on call of the Conference or the Federal Reserve Board."

This resolution wes adopted with Governors Young snd McDougal voting
in the negative.

Reasons given for action:

"Governor Harrison reviewed the action of the conference in Jasnuary
authorizing the executive committee, if the occasion arose, to purchase up
to $200,000,000 of government securities. He indicated that action had
not been taken under that authorization, partly because various elements
in the domestic program have developed more slowly than had been partici-
pated, partly because of gold withdrawals to Burope, and partly because
of the limited amount of free gold held by the System. These conditions
were all being modified in a favorasble direction at the present time,
and the question might now be raised upon the merits whether it might be
well to proceed with the program »s originally planned, The imporiant
reason for considering action at this time was the continued rapid defla-
tion of bank credit which was a seriously depressing influence on the
whole business structure and the price level,

Governor Meyer added that the ouestion of buying government securi-
ties also related itself to hoarding: that it seemed unnecessary for the
banking position to be subjected to severe strain because of the funds
withdrawn for hoarding, when the Reserve System under the new bill has the
necessary power by the purchase of government securities to relieve the
benks from some of their indebtednese to the reserve banks., He sazid he
did not believe that buying governments alone would control the situation,
but the operations of various favorable factors, including the Reconstruc-
tion Finance Corporation, would be nided by a gredual purchase of gov-
ernment securlties which would help the banks to reduce their bills pay-
able, and so lighten the pressure on the credit situation.”

3l e e ke e ke o ek

"Governor Harrison further pointed out that the country's gold stock
had been reduced by about $100,000,000 in the first two months of the
year, with no offsetting gains to the msrket, and that further gold losses
at the rate of about $50,000,000 a month were to be anticipated, The
purchase of goverument securities would have the effect of offsetting
this gold loss and preventing it from causing an increase in rediscounts.’
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Discussion: , _ ,
"Governor Meyer pointed out that the Reconstruction Finance Corporation was

making loans which 1t was hoped would have a favorable psychological effect;

that at the present time the public state of mind was a major factor: and.

that no single sentimental factor was so important in the minds of the pub-

lic as the purchase of government securities by the Federal Reserve System,

Various factors in the situation look hopeful, and it seems a prudent time
to act.

"Governor Seay said that while he had opposed purchases at the last
previous conference he now believed the time had come to lay down a bar-
rage all along the line, that there was now a better justification for pur-
chases of governments than at any time in eighteen months.

"Governor McDougsl seid thet he was not clear what good would come
from investing in government securities now, and that, with the doors open
as the new bill provides, the reserve banks are liable to be called upon
for additional amounts of funds which would have the same effects on the .
System!s reserves as buying government securities.- He would be opposed
to purchases at least until after there was ppportunity to see what pres-
sure arises from the new legislation, On generzl principles he preferred
to see the banks borrowing to secure funds,

"Dr. Miller stated that he believed there was never a safer time to
operate boldly than at present. He indicated that he would approve pur-~
chases on an even larger scale then the smounts being discussed.

"There ensued a general discussion of the desirebility or discount
rate changes in addition to security purchases, and *the genersl opinion
was expressed that rate changes in the lnterior districts were not as
important as they hed appesred to be in January, in view of the hope and
anticipation that a large part of the new issues of government securitiles
would probably be taken by esastern centers, with the result of drawing
money from the money mzrket to other parts of the country.
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April 5, 1332 -+ Meeting of the Executive Committee of the Open Market
Policy Conference.

Action recommended:

" eee 1t was moved and carried that purchases of goverament se-
curities be continued at & rate of $25,000,000 a week as authorized by
the program adopted at the meeting of the Open Market Policy Conference
on Pebruary 2,

“This motion was carried unanimously. ee+es While .. two of the
members of the committee were in general opposed to further purchases of
government securities it appeared that purchases made up to this time
had been followed by about as satisfactory results on the banking position
as could be anticipated, and there seemed to be no few factor in the sit-
uvation which would justify a discontinuance of the program adopted by
the full conference."

Reasons given for nction:

"Governor Harrison reviewed the current economic situstion, the con-
tinved decline in prices, the increzse in the pressure of debts, the in-
crease in basnkruptcies, and the threat of radicsl action in Congress. EHe
reviewed in particular conversations with Senator Thomas with regard to e
proposed bill for a soldier's bonus financed by the Federal reserve banks.
He reported also recent conversations with member banks indicating that
some change in lending policy was already taking place on the basis of

funds made availsble through government purchases and the return of cur-
rency."
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April 12, 1932 -- Meeting of the Joint Conference of the Federal Reserve
Board and the Open Market Policy Conference.

. Action recommended:

"That subject to approval of the Federal Reserve Board the Executive
Committee be nuthorized to purchase up to $500,000,000 of government se-
curities in addition to the wnexpired authority granted at the meeting
of the Open Market Policy Conference on February 24, and that these pur-
chases, at least in the initial weeks, should be at a rate as rapid as
may be practicable and if possible should amount to 100 million in the
current statement week,"

"The Executive Committee voted that the program of purchasing govern-
ments should start immediately, and that in accordance with the resolution
orders should be placed at once for $75,000,000 of government securities
for delivery April 13, to bring the purchases in that statement week to a
total of $100,000,000,

Reasons given for action:

#Governor Meyer reviewed the open market program which had been pur-
sued since February 2!, the return of currency from circulation, progress
in the arreot of benk failures, and the lending program of the Reconstruc-
tion Corporation. He reviewed also the changes in business and the
credit situation, indicating that the decline in credit volume and the de-
cline in businees gnd prices had not stopped, He called attention,
merely as a matter of informntion, to the fact that a resolution had been
offered in the Senste asking the Federal Reserve Board to state its pro-
gram for dealing with the situation and to indicate anylegislation neces-
28Ty, Consideration of this resolution had been postponed. He stated
that the Federsl Reserve Board felt that the Reserve System could now
undertake to do more toward ailding in the recovery than it had yet done,
and that he believed the time had come wheh the System might be expected
to use its powers more fully in an effort to stop the credit decline."

e ook o e

"Governor Young questioned whether purchases of governments which
plled up reserves in the centers would result in the distribution of these
funie to other parts of the country. He was skeptical of getting the
cooperation of the banks without which success appeared difficult, and
was apprehensive that a program of this sort would develop the animosity
of many basnkers, and was apprehensive also that an extensive program of
purchases of government securities would impair the confidence of the
public in the reserve banks. He cited the experience of 1931 as an in-
dication of the futility of government purchases,

"Governor Meyer responded that the difficulty last summer was that
confidence was impsired by the German collapse and by the British depart-
ure from the gold basis:; so that any program adopted wes negatived. He
believed that today the country wes in 2 more favorable position to take
edvantage of funds made available, He believed that a strong program
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would inspire more confidence than distrust, and did not believe that
there would be serious opposition by banks.

"Governor Harrison stated that he believed that in the present situ-
ation the banks were much more interested in avolding possible losses
than in avgmenting their current income, and that their attitude had
changed graduslly since last year in the face of the shrinkage in velues.

"Governor Meyer stated that he believed a strong program would
quicken the currency return and might make it unnecessary to complete
the program. He also indicated the great value in a unanimoue program
in which the entire reserve system took part,

"Secretary Mills who had entered the meeting after it had begun
stated that he believed e great duty now rested on the Federal Reserve
System; that Congress and the Administration had done all they could in
developing remedial action, and yet deterioration was taking place
steadily, For a great central banking system to stend by with a 70%
gold reserve without taking active steps in such a situation was almost
inconceivable and almost unforgivable. The resources of the System
should be put to work on a scsle commensurate with the existing emergency."

e e ke ok ok R e ke o

"Governor Harrison stated that he believed the only practical program
was & dramatic purchase of government securities, He believed that the
member banks were ready to cooperzate in such a program, The uncertainty
as to the budget and bonus legislation had constituted obstacles to in-
augurating such a program, but he believed that the outlook in these
directions was hopeful, and that it would bot be possible or necessary
to wait until these two guestions were completely solved.

"Governor Calkins raised the question whether a policy of this sort
would be followed by large foreign withdrawals of funds, and Governor
Harrison replied that there might be some withdrawals but he did not be-
lieve these would be sufficient to prove embarrassing.,”

Digcussion:

"Governor Harrison reported that the governors felt that the program
should be videly participated in, which would involve an early exercise
of section 3 of the Glass~Steagall bill, The governore believed that a
general participation by the reserve banks would assist psychologically
in making the purchases effective.

"Governor Meyer suggested that whatever danger there was in the
program lay in the possible interpretation that it was inflationary.
From this point of view the danger might be lessened if the first large
purchases of bonds did not take place simulsaneously with the first use
of Section 3 of the Glass-Steagall bill, While the use of that provi-
sion would be necessary before long the psychological effect might be
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better if the two efents were separsted by a reasonable period of time.!

Board action:
"Governor Meyer reported that the Pederal Reserve Board had approved
‘the resolution adopted by the conference.!
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May 17, 1932 -- Meeting of the Joint Conference of the Federal Reserve
Board end the Open Market Policy Conference.

Action recommended:
"Tre following resolution was moved and carried, Governors McDouvgal
and Young voting in the negative:

"After discussion of credit, banking and business condi-
tions snd the effects of the System's Open Market Operations
on those conditions in recent weeks, it was voted, subject
to the approval of the Federal Reserve Board, to authorize
the Executive Committee of the Open Market Policy Conference
to continue the purchase of Government securities for System
account as may seem advisable from week to week but not to ex-

ceed an aggregate of 300,000,000 without another meeting of

the Open Market Policy Conference."

At a meeting of the Executive Committee following the joint conference
"it was voted that approximately $80,700,000 of government securities should
be purchased in the current statement week, if available, and it was agreed
that the amount of purchases in following weeks should be determined from
time to time by telephone.' ‘

Reasons given for action:

"Governor Meyer discussed briefly the apparent results »f the program
of purchases agreed upon at the meeting of April 1Z and indicated that the
effectiveness of the operation was impaired somerhat by disturbsnces which
had taken place, including passage by the House of the Goldsborough Bill,
which hed sccasioned en unfavorable reaction in Europe and some gold with-
drawals,"

35k o ofe e ok e o ok ok

"Governor Harrigon sald that while in the public mind the succmss of
the program had not been demonstrated because the downward movement in
prices and business had not been stopped, the results were importsnt and
included a reduction of debt by the member banks at the reserve banks, and
a change in the bank attitude about losns and investments., Generally speak-
ing the bankers had received the program favorably and the decline in bank
credit appeared to have been checked. The principal New York City banks had
begun buying bonds, although restrained by fear of adverse legislation.
Their excess of reserves had only been substantial for three or four weeks.
He believed purchases should be continued,

Board action:
The Board addressed a letter to Governor Harrison as follows:

¥ ..... The Federal Reserve Board has considered and
approves the action taken by the Open Market Policy Con-
ference ot its meeting today in voting, subject to the ap-
proval of the Federal Reserve Board, to authorize the

Executive Committee of the Conference !'to continue the
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purchase of Government securities for System Account as
may seem advisesble from week to week but not to exceed an

ageregate of $500,000,000 without another meeting of the
Open Market Policy Conference,'!
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June 16, 1932 -~ Meeting of the Executive Committee of the Open Market
Policy Conference.

Action recommended:

"The following proposal was agreed to unanimously by the members of
the committee, Governor Young pointing out that he was voting as a member
of the committee to administer the policy determined by the Open Market
Policy Conference rather than as a representative of his own district
opinion:

¥(1) That until further notice sufficient purchases
of government securities should be made to keep
excess reserves of member banks at a figure be-
tween $250,000,000 and $300,000,000,.

#(2) That the system should continue to show on in-
crease from week to week in total holdings of
government securities in order to avoid the cre-
ation of a feeling that the policy of the sys-
tem had been changed, but that such increases
should be in amounts as small as might be, to
preserve these excess reserves, and tske care
of special conditions arising from week to week,

#(3) That in the coming week it appeanred thet this
purpose might be accomplished by smaller pur-
chases, but at the end of June the reserve
banks should be prepared to do whatever was
necessary to meet the situsation."

Reasons given for action:

"The question was then roised as to the extent of future purchases
of government securities, “irst, as to whether they should be continued,
and second, as to what should be the objective. Governor Harrison
pointed out the difficulty of deciding on the objective each week by téle-
phone, and suggested instead that it might be better to endeavor to main-
t2in the excess reserves of member banks at a figure somewhere between
$250,000,000 and $200,000,000 until there was some expansion of credit
which would make it desirable to reconsider the program, Tith the gold
export movement reduced, it would probably be possible to maintain sub-
stantial excess reserves with smaller purchases than in the past, though
there were likely to be considerable swings from week to week,
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July 5, 1932

CONFIDENTI AL
Dear Governor :

In view of the changes in the System position resulting from gold
logses, recent bank disturbances, and mid-year events; it seems desirable
to review recent open market operztions in their relation to the present
position of the System and the general banking situsation.

Since February 2L the government security holdings of the Bystem have
been increased by $1,060,000,000, including some purchases by tae Federal
Reserve Bank of Chicago for its own account during last week, The dis-
position of the funis put into the market through these purchases msy be
tabulated as follows:

Disgposition of Funds Made Available by Security Purchases

(In millions of dollars)

Net loss of gold through exports and earmarking 430
Repayment of discounts of Federal reserve bnnks 365
Reduction in Federal reserve bill holdings 69
Increase in money in circulation 5T
Increase in member bank reserve balances 156

Total 1,077

The difference between these figures and the figures for government
purchases is made up by & number of miscellaneous items.,

This table indicates that the funds made available by security pur-
cnases were largely absorbed by heavy losses of gold and by a reduction
in Federal reserve discounts and bills. Only a relatively small remain-
ing amount has been made available to form excess member bank reserves
which might support an increase in member bank credit,

During this period the excess gold reserves of the system have been
reduced from $1,392,000,000 to $942,070,000, that is a decline of
$450,000,000 and the combined reserve ratio of the System has declined
from 68 per cent to 57 per cent. It is interesting to observe, however,
that only a very smell part of this change in the System's gold position
and the reserve ratio is attributable to purchases of government securi-
ties. Most of it hag been due to the repatristion of foreign central
bank doller funds, which very probably would have occurred regsriless of
the policy of the System. The country's gold stock has declined as shown
in the above table $420,000,070, or only $20,000,002 less thon the decline
in the excess gold reserve of the Federal reserve banks. Had there been

tp://fraser.stlouisfed.org/

tigitized for FRASER
t

ederal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives

388

no increase in the System government holdings this gold loss would neces-
sarily have been accompsnied by considerable incresse in Federsl reserve
bank discounts over and above the discounts held at the time security
purchsses were commenced, In other words member benk borrowings in the
Reserve banks instead of declining from $83%,009,007 to $U'70,0%0,007,
would most surely have been increased to well over $1,000,000,000, in 2d4-
dition to some increase in acceptsnces, ~nd the drastic credit deflation
in process in February inevitably would have been accelarated as a con-
seguence,

Thus we see that the open mrrket program was not only effective in
preventing the increase in discounts which would have followed such large
gold exports, but on the contrary wes respoénsible for a substantisl reduc-
tion of diescounts in spite of such gold losses. Most of the increase in
reserve funds resulting from security purchases has been recuired to meet
cdemands for reserve credit which h2d to be met in some form. Whether
that reserve credit weas provided by purchases of government securities,
by rediscounts, or by bill purchases, the effect upon the gold position
andl the reserve ratio would be precisely the same. The reserve ratio
is now less than 2% under what it would have been had no securities been
bought, and that 2% difference is accounted for by the fact thet our open
market operations have increased reserve credit about $125,000,000 in ex-
cess of the acturl demand, and member banks hold approximately this amount
of excess reserve deposits, The required reserve against these excess
deposits accounts for the difference in the reserve ratio,. These excess
reserves are, of course, available to meet any demand for currency or
gold which may arise or to support an expsnsion of member bank credit
about ten times the amount of the excess.

el she o e ok ofe o o o

Apart from the effect of open mnrket operstions on the technical posi-
tion of the System it ie important briefly to summarizs some of the more
general results of the System's purchases of securities:

(1) The very large repatriation of foreign central bank
funds has been accomplished without any strain on
the position of member banks, and thus one impor-
tant obstacle to a more normal credit position has
been removed.

(2) The pressure for liguidation of bank credit which
usuelly results from the indebtedness of member
banizs has been materially lightened by a reduction
in their total borrowings from more than $800,000, -
200 to less than $500,000,000,

(3) The decline in member bonk deposits has been checked,
and the liquidation of bank credit which had been
proceeding ot an alarming rate has been substantially
retarded,
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The alternstive to purchasesof government securities would heve been
a large increese in member bank indebtedness which would have exerted
still further pressure towards liguidation, the continuance of which at
the rate it was proceeding in February might well have been disestrous.

With the gold outflow apparently checked except for the export of
some $20,000,000 during the next three weeks, about which we shall write
you, the only factors which appear likely to influence the System!s re-
serve position in the near future are changes in the currency demand,
and changes in member bank reserve balances. If there should be a fur-
ther increase in the currency demand the form in which the Federal re-
gserve credit is supplied will mske no difference in the effect on the Sys-
teml's reserve position.

Member bank reserves have recently fallen short of the 250 to 300
million of excess which it wns proposed to maintain, as pointed out in
the minutes of the last meeting of the executive committee. 1In the ab-
sence of a return flow of the currency that has recently gone out, it
would require the purchase of about $125,000,000 more Government securi-
ties to restore member bank reserves to that level. Even such an smount
would reduce the reserve ratio of the System by only sbout 1 1/2 points,
from alittle over K7 per cent to slightly under 56 per cent. If excess
member bank reservew should now be restored to that basis it seems likely
that they will for the first time have an opportunity to exert their full
force unless or to the extent that gold exports or currency hoarding
should revive. In any event there is now more reason to expeet that when
excess reserves are restored they gan-be maintained until bank credit be-
gins to expand--the resl objective/the policy which the System inougur=ted
in the spring.

While the recent experience shows that the purchases of government
gsecurities do not adversely influence the position of the reserve banks
as a whole, they may affect the position of individual reserve banks, and
the present siturtion in which a number of the reserve bsnks have percen-
tages of sbout 50 per cent whereas otheres have considerably higher per-~
centages, clearly requires reconsideration of the allotment of securities
as a necessary accompaniment of a further program of security purchases,
We have already received a number of comments on the letter and tables
mailed to all the reserve banks on June 24, and shall write you further
when more are received,

Very truly yours,

George L. Harrison
Governor
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July 14, 1932 - Meeting of the Open Market Policy Conference
Action recommended:

* ... The following motion was carried by a vote of 9 to 3, Gover-
nors Young, Seay, and McDougal voting in the negative:

tThat the Executive Committee be suthorized to buy Gov-_
ernment securities to the extent necessary to maintain excegs
reserves of member banks at approximately 200 million dol-
lars, total purchases to be limited to the smount previously
suthorized by the Open Market Policy Conference which is 207
million dollers., F¥or the guidance of the Executive Commit-
tee it wes the sense of the conference that except in unusual
or unforeseen circumstances purchases should not exceed 15
million dollars a week, but for the next four weeks should ‘be.
not less then © million dollars a week, "

Reasons given for action:

"Governor Harrison referred to his letter of July 5 to members of
the conference which contained an analysis of the disposition of the
funds made available through open market operations, Thus for these
funds have been used largely defensively, to meet gold exports and to
repay rediscounts, but there now appeared to be a much better oppor-
tunity to achieve the objective of the program. In view of the stop-
page of the g0ld export movement it now appeared to be possible to
maintain surplus reserves at the cost of relatively small further pur-
chases of governments, assuming bank feilures and currency hoarding can
be kept in check, Governor Harrison suggested a program consisting of
three points:

(1) To prevent bank failures,

(2) To continue to meint2in excess reserves of
$200,000,000 to $250,000,000 until they are
used ag 5 basis for additional credit,

(3) To coordinate the action of the banking and
industrial commbttees in different districts
to promote the use of credit,

Discussion:

"With reference to the system open market policy Governor Meyer indi-
cated that while business had not undergone any revolutionsry revival
everything had been achieved by the open mmrket policy which there was a
right to expect in view of all the circumstances. He suggested that in
determining future policy it was important to consider that the public ef-
fect of any sudden discontinuance of the policy which had been pursued
would be unfortunate, and also that in future policy every effort should
be made to secure an effective united system policy. He pointed out
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that there existed a trend in Congress toward giving the System more
concentration, and that the open market vrogram offered a %test of the
cepacity of the System to function effectively in its present form.

Board sction:
“Apvrovsl to the sction of the Open Market Pnlicy Conference was

glven b5y the Federal Reserve Board in a letter dated July 20, 1932,
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November 15, 1932 -~ Meeting of the Open Market Policy Conference
Action recommended:

"Governor Norris made the following motion which wes carried unani-
mouslys

'That it is the consensus of the Conference that no
chenge should be made ot this time in the amount of
the system holdings of government securities, and
that there should be another meeting of the Open M-r-
ket Policy Conference during the first week in Janu-
ery to consider the system?s policy in the light of
conditions as they exist at that time,'t

Reasons given for action:

¥ ..... Governor Harrison stated that the net influence of the vari-
ous forces affecting the excess reserve position of member banks in the
next few weecks very probebly would be in the direction of a reduction of
those excess reserves., The gold inflow has lessened somewhat in the
past several weeks, the rate of return of currency from hoarding has
clackened and we are now facing the season when currency circulation
might be expected to expand for holiday purposes., A different set of
facts will exist after the turn of the yesr,

"411 of the members of the Conference were of the opinion that there
18 no occasion to buy more securities at the present time."
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January 4, 1933 -- ueeting of the Open Market Policy Conference

Action recommended:
"The ... resolution was wve.. passed by unanimous vote in the follow-
ing form:

"It is the sense of the Open Market Policy Conference that
there should be no change in the System's policy intended to
maintain a substsntial emount of excess member bank reserves in-
asmuch as the continuance of excess reserves in substantial e-
mounts is desirable in present conditions. In view of the re-
turn flow of currency during Jenuary and Prospective gold move-
ments the amount of excess reserves may rise considerably above
the present level which is deemed appropriste under present
conditions.

- "BE IT RESOLVED, THERETORE, Thet, pending another meet-
ing of the Conference, the Executive Committee be given au~
thority (a) to reduce the svstem's holdings of short term
Treasury bills in order to offset such amount of the return
flow of currency as may seem desiratle, provided such ac—~
tion does not result in any substantial reduction in exist-
ing excess reserves and (b) if necessary, to purchase Gov-
ernment securities in sufficient amounts to prevent member
‘bank:-excess reserves falling below the present general

level pending another meeting of the Conference.

"Governors Seay and McDougal desired to be recorded as voting with a
reservation. They believed that the propossl represented a step in the
right direction but would prefer to see a larger reduction in the port-
folio and did not favor the maintenance of as large excess reserves ad# at
present, Some reservation as to the value of the maintenance of the
present volume of excess reserves was expressed by several of the gov-
ernors.,

"It was understood informally that tihe resolution should be inter-
preted by the executive committee as follows:

(1) Treasury bills wp to $125,000,000 would be allowed
to run off in January to the extent that there isg
a return flow of currency, but not to bring excess
reserves below $500,000,000,

(2) When the resolution refers to the present level of
reserves it means approximately $500,000,000.

(3) Wnen the resolution refers to the return flow of
currency it means the return flow from the Decem-
ber peak just before Caristmas,
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(4) There would be another meeting of the Conference
before any increase in the System holdings of
government securities above $1,851,000,000,"

Reasons given for action:

" ..... Governor Harrison outlined the various arguments both for and
against some reduction in the security holdings of Federal reserve banks,
He suggested the following arguments in favor of some reduction:

“(1) The System open market policy had not been one to
accumilate any definite amount of securities but rather to check
deflation through the reduction of bank debt and the creation of
substantial excess reserves, which hed been accomplished, It had
been generally agreed that after a substantial effective pres-
sure had been secured the System would reduce its security hold-
ings as soon as possible without relieving that pressure. The
turn of the year appeared to offer the best chance to decrease
the amount of securities without reducing member bank reserves

and 8o not changing policy. If this opportunity were not
used during January it might not be feasible to liguidate for
a yeer without decreasing bank reserves and thus giving the
appearance of a change in policy.

#(2) Any further substential increase in excess reserves
might not in fact increase effective pressure and would thus
serve only to minimize control when necessary.

"(3) Though it was not the motive the fact that the Re-~
serve banks have bought so large amounts of goverament securi-
ties has in fact enabled the Treasury to bvorrow cheaply and '
80 in some measure has encouraged the continuance of an un-
balanced budget.

YGovernor Harrison sugzested the following arguments in favor of hold-
ing the government portfolio intact.

#(1) There is danger that a reduction in security hold-
ings might be construed as a reversal of policy which might
in turn increase the danger of the aoption of some radical
inflationary policy by Congress since the only effective ar-
gument against such inflation is that an orderly policy of
reflation is now at work. Any move so interpreted also
might be discouraging to business or to bankers holdings a
large volume of government securities, who might start to
liquidate,

¥(2) A reduction in the total holdings might operate as
8 check to the bond market thus retarding business recovery
and further injuring bond portfolios of benks.
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"(3) One question was the effectiveness of varying
amounts of excess reserves, There ere indications that in-
terest on deposits in principal centers might be eliminated.
It is difficult to trace the effects of such a move but if
limited to bank deposits it would probably distribute the
pressure for putting money to work more widely and would thus
Justify a larger total of excess reserves,"

Board action:

Approval of the Federal Reserve Board of the recommendation of the Con-
ference was given in a letter dated January 6, 1933,
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January 6, 1935,

}¥r., George L. Harrison,

Chairman, Open Mariet Policy Conference,
c/o Federal Reserve Bank of New York,
New York City, New York,.

Dear Governor Harrison: “ %

This letter will confirm the oral advice given you yestaer-
day that the Federal Reserve Board has approved the resolution
adopted by the Opén Market Policy Conference at its meeting on Janue
ary 5, 1933, and submitted by you to the Board in the following form:

*I¢ i3 the sense of the Open Market Policy
Conference that there should be no change in the
systenm's policy intended to maintain a substantial
amount of excess member bank reserves inasmch as
the continuance of sxcess reserves in substantial
amounts ia desirable in present conditions. In
viaw of the return flow of currency during January
and prospective gold movements the amount of ex~
gess reserves may rise considerably above the
present level which is deemed appropriate undex
present conditions,

"BE IT RESOLVED, THEHEFORE, That, pending
another meeting of the Conference, the Executive
Committee be given authority (a) to reduce the
system's holdings of short term Treasury bills
in order to offset such amount of the return flow
of currency as mey seem desirable, provided suech
action does not result in any substantial reduction
in existing excess reserves and (b) if necessary
to purchase Government securities in sufficient
amounts to prevent member bank exoess reserves fall-
ing below the present gensral level,”

There 18 inclgsoﬁd,m {or your records, a copy of the state-
ment for the press ﬂﬁc}; wa; appr: e{g at 4.1; m”’ting of the Federal
Regerve Board and the Open HMarket Policy Conference on January 5, 1933,
Very truly yours,

f ﬂ% ? Q } L_“/; \\//

i {
g i
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It is the sense of the Open Market Policy Con-
ference that there should be no change In the syetm *
policy intended to maintain e substantial amount of excess
member bank reserves inasmch ee the continuance of excess
reserves in substantial @mount« Is desirable iIn present
cond itlone/mid Hirit in view of the return flow of currency
during Janiery and prospective gold noreBsente the eaount
of sxsess reserves .-Wip-to rise considerably above the
present assert, ehieh Is deemed aflvy___+e under present eondl*
tions.
Bi; IT kssqltoj* mvtJWtt, nm t/tu iawsutlTe
Committee be fiven authority (a) to reduce the system**
holdings of short ter® ireaeury bills in order to offset
such amount of the return flow of currency
Imma&f as may seep deetreble, provided such action
does not r slawt wswhss baah eposes reserves b*+o*
«nd () IF necessary to purchase Oovera-

mn% MwrttiMi i» euffiel«ni amoaiit™ to

Xetet. * T
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It 1$ the secse of the Open Market Folicy Con-
ference that thsre should be no chnnps In the aystws®s
policy intended to m Int»in « substantial ssiount of excess
Jeeisiber bank reserves inéB"TUch as the continuance of excess
reserves In substantial emounta la dealruble In present
conditionsn M M In view of tho return flow of currency
during Jftmcry ftd prospective gold mortroonte the esiouTt
of excess rc*er*es IHHr lewtwfte rise coneldurably above the

present nmswiit m 1 oh It deemed uilrer present ooadl-

uon,
BE IT JUEMLTOD, JPTOE, Thet™be xeoutive

CoMilttee be riven authority {a} to reduce the eyotcso
holdings of short term treasury bills in order to offset

euch ww'rat of the return floe of currency iftsUafr.

as way seem desirable, provided such action
does not rftialH- kw Tmfri Sesm>nmmmmmm Shauiw,
«nd (b) if necessary to purchase Oovera*
mnt securities in sufficient amounts to
memer bat*, a*cans reserves

A
psnh -Inf»fhe#>er
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STATEMEIT FOR THE PRESS.

For publication in Morning Papers,
Friday, January 6, 1933.

£

dod

The Open Market Policy Conference of the Federal Reserve System,
with representatives from all of the twelve Federal reserve banks in
attendance, coacluded its meetings with the Federal Reserve Board today,

The sessions of the Confereace were devoted to a review of economic,
business, financial and banking conditions in each of the twelve Federal
reserve districts and to the economic and financial situation in the
country as a whole. Particular reference was made in the discussions

to the workings and effects of the open market policy thus far pursued

by the Federal Reserve System during the course of the economic depression.
Consideration was also given to the attitude of the System in adjusting its
operations to conditions and needs as they may change and develop,

The first and immediate objective of the open market policy was to
contribute factors of safety and stability in meeting the forces of deflation,
The larger objectives of the System'!'s opem market policy, to assist and
accelerate the forces of economic recovery, are now assuming importance.

With this purpose in mind, the Conference has decided that there should
be no change in the System's policy internded to maintain a substantial amount
of excess member bank reserves, the continuance of which is deemed desirable
in present conditions. Adjustments in the System's holdings in the open

market account will be in accordance with this policy.
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FEDERAL RESERVE BOARD

STATEMENT FOR THE PRESS,
; For publication in morning papers,
Priday, Jamuvary 6, 1933,

The Cpen Market Poliay Conferense of the Federal Reserve System,
l with representatives from all of the twelve Federsl reserve banks in
attendsnce, concluded its meetings with the Yederal Reserve Board today.
The sessions of the Conference were devoted to a review of economic,
business, finsncial and banking conditions in sash of the twelve Foderal
reserve districts and to the ecunomic and financisl asituation io the
country as a whole, Partioular reference wes made in the discussions
| to0 the workings and effests of the opan amsrket policy thus far pursued
: hy the Federal Rescrve System during the course of the gconomic depression..
| CUonsideration was alsoe given to the attitude of the System in adjusting its
operations to conditions and needs as they may change and develop.

The first and immediate objective of the open market policy was to
contdibute factors of safely and stability in meeting the forces of deflation,
The larger objectives of the System's open market poliecy, to assist and
: accelerate the forces of economic recovery, are now assuming importance.

With this purpoese in mind, the Conference has decided that there should
be no change in the System's polioy intended %o maintain s mubstential amount
of exvess member bank reserves,the contimianse of which is deemed desirable
in present conditions., Adjustments in the System's holdings in the open market

account will be in accordance with this poliay,
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The Open Market Policy Conference of the Federzal Reserve

System, with representatives from all of the twelve Federal Reserve
banks in attendance, concluded its meetings with the Federal Reserve
Beard todsy. The sessions of the Conference were devoted to a review
of econamic, business, financial end bsnking conditions in each of the
twelve Federal Reserve districts and to the economic and financial sit-
unation in the country as a whole. Particular reference was made in the
discussions to the workings and offoefl of the open market policy thus
far pursued by the Federal Reserve System during the course of the eco-
namic depression. Consideration was also given to the attitude of the

System in adjusting its operations to conditions and needs as they may

contributed factors of s
‘w M% “. |
ty rapd stability ﬁ-ﬂfwmqmmme forcoo of-ﬁ-- |

open market po%aro now usming\iuportaneo.,«"

(=
% %::ut and accelerate the sctien—of the forcu of ocmmic rocovorg’)
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With this purpose in mind and-in order to realise 1w
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CHARTS FOR OPEN-MARKET CONFERFRCE
January 4, 1933

1. PhysicAI.Voluma of Industrial Production.®

2. Pfoductionn-nurablo and Non-durable.

3. Building Contracts.

4., Pactory Employment and Payrolls.®

5. Wholesale Prices.*

6. Reporting Member Banks.®

1. Ropérting Member Banks.

8. Reporting Iamﬁor Banks--Totel Loan; and Investments,
9. New York Funds of Out-of-Town Banks.

10, Velocity--All Reporting Member Banks.

11. Velocity--New York City. |

12. Velocity--Outside ¥ew York City.

13. U. 8. Securities Held by Pederzl Reserve Banks.
14, Discounts with Federal Reserve Banks.

15, Discounts--by Districts.

16. Banks Suspended and Reopened.

17. Currency--Adjusted.
18. Gold Stock and Reserve Bank Credit.

13. Gold Movements.

20. Cuatomers and Open-Market Rates.

21, Xxcess Reserves of Member Banks,

*Board Room Charts.
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BUSINESS AND CREDIT CONDITIONS c{///
rded

Some of the factors in the business and credit situation to be considered
in deciding on an open-market program are discussed in the following paragraphs,
Business activity

Business activity, after increasing substantially between July and Septem-
ber, has been relatively stable since that time, except for seasonal movements,
Industrial production, as measured by the Board's seasonally adjusted index, has
continued through December at about 66 per cent of the 1923—1925\average as com-
pared with 58 per cent in July, and factory employment and payrolls have also
been maintained in recent months at a relatively higher level., The value of
construction contracts which increased in the third quarter, contrary to sea-
sonal tendency, declined considerably in the fourth quarter; residential build-
ing continued to be an unusually small part of the total, while the proportion
of public works was unusually large, Distribution of commodities by rail has
continued at a relatively higher level since September, The value of commod-
ities so0ld by department stores, however, showed considerably less than the
usual increases at the Christmas season and was smaller than a year ago, re-
flecting in large part lower prices, .

Wholesale commodity prices, after reaching a low level in June, increased
during July, August, and early September, but since that time have declined by
an amount slightly larger than the previous advance, The summer advance in
wholesale prices was largely in farm products, foods, hides, and textiles; the
subsequent decline has also been in prices of these commodities, particularly
grains and livestock, and has reflected in part seasonal factors, Prices of
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http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED
Authority £) 123854, 3,3

——

2q

have declined considerably, but are still somewhat above the low levels of

early summer,

In general, the increase in industrial production this fall has been con-
centrated in industries producing non-cdurable goods, such as textiles and shoes,
During recent months, however, there has been a marked increase in production
of bituminous coal, and in December output of automobiles increased substantially
in connection with the introduction of new models., Activity at textile mills
continued at a relatively high rate in December, according to preliminary re-
ports, and was at about the same level as in the corresponding months of the
two preceding years, Output of steel, however, was considerably smaller in
December than in the preceding month, or than a year ago,

Member bank credit

Volume of member bank credit, as indicated by weekly statements of report-
ing member banks in leading cities, declined by $250,000,000 between the middle
of October and the middle of December. This decline represented a further con-
traction of loans, both on securities and other, with little change in the vol-
ume of the banks! investments, At banks in New York City there was a slight
increase in loans and a larger increase in investments, while at banks outside
of New York City both loans and investments were reduced,

The decrease of $250,000,000 in loans and investments of these banks dur-
ing the past two months followed upon an increase of nearly $800,000,000 between
July and October, so that the volume of credit in December was still $550,000,000
above its low level in mid-summer,

Notwithstanding the decline in loans and investments, deposits of the re-
porting banks continued to increase, Time deposits increased by $15%5,000,000

between July and October and then declined by $50,000,000 to December 21; demand
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deposits increased by $650,000,000 between July and October, and by an addi-
tional $345,000,000 since that time. This increase has been largely the result
of a transfer of funds from Govermment to private account, and an increase in
the volume of balances re-deposited by country banks with their city corres-

pondents, The following chart shows the volume of funds of out—of-town banks

NEW YORK FUNDS OF QUT-OF-TOWN BANKS

Milionsdf Dallars Millions of Dollars
4000 4000
3000 : Total - 3000
2000 ' l 2000
Street Loans
L \
» 1Y, j
A ANV A

1000 k“ WA : Balances A \ V’.l 1000

o6 1927 928 1929 1930 93 1932

in New York City. These funds ordinarily consist of street loans and balances
with correspondents, At the present time street loans for out-of-town banks
are negligible and the total volume of $1,U70,000,000 of out-~of-~town bank funds
in New York consists of balances held there by correspondent banks, This
amount, which represents largely the re~deposit of surnlus funds of interior

banks with their city correspondents, has increased by about $650,000,000 since
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last February. The increase in these balances since February has been about
twice as large as the excess reserves of the banks in New York City.
Increases in the volume of deposits since the middle of 1932 have been !
accompanied by further declines in the rate of turnover of deposits; the
growth in the means of payment has not been accompanied by an increase in
the volume of payments, The rate of turnover of deposits, or their velocity,
was\§3/times per year in 1929, decreased to\i?/by the last quarter of 1930,
and tox{S;by the last three months of 1932.
Two charts are shown, giving the course of the principal items in the
reporting member bank statement, and the course of loans and investments at

banks in New York City, Chicago, and other cities, Another chart shows the

volume and distribution of the excess reserves of mexber banks.
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EXCESS RESERVES OF MEMBER BANKS

Millions OF Douaiq (Wednesday Figures ) Millions of

600 -

Gold movements

Since the middle of June, this country"s stock of monetary gold has in-
creased by $596+000,000, which $105,000,000 was imported, $™59»000,000 re-
leased from earmark, and $3 1 represented domestic production and other
minor items. This addition of $596*000,000 to the stock of gold represents a
recovery of more than one-half of the gold lost by this country during the
nine months preceding last June. The table shows the countries to which the
gold was lost during the nine months and from which it was received in the

following six months.
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CHANGES IN UNITED STATES GOLD STOCK

September 16, 1931 to December 28, 1932

(In thousands of dollars)

Sept. 16, 1931
to
June 15, 1932

June 16, 1932

to

Dec. 28, 1932

Sept, 16, 1931

to

Dec, 28, 1932

Change 0 2074 S10CH . us e ennennns .| -1,107,507 +595, 738 -511, 769
Net import (+) or export (~)....| - 777,10 +105,528 -671,577
Earmarking operations......... ol - 358,51 +459, 141 +100,627
Domestic production, etCe seue.o| + 28,112 + 31,069 + 59,181
Gains from (+) or losses to (-):

FraNCE. . v teeerrerernnnnns .| -1,003,423 +194,141 ~809,282
NetherlandS......... cieevee| = 165,288 + 17,785 ~147,503
Switzerland.....eovevuns e - 112,979 + 9,791 -103,188
BelgitMe i veusnonnnosarensae| = 121,3&& + 23,157 ~ 98,177
Siam...... e, RN .~ 1k,6lg N - 14,649
GOrMANY e e s v enennenrenss .. - 12,860 + 7,467 - 5,393
JaDaNe s s i veeninennns cvees| + 205,753 + 10,681 +216,434
Englande..veerveseeseneeens| = 45,467 +160, 798 +115,331
Canadh, ceverevernnenneanns .| + 56,386 + 30,105 + 86,491
China.eevnrveneeennnvennns .|+ 20,662 + 26,686 + 47,348
INA180 . etrnererenreenennn ol + 15,557 + 17,928 + 33,485
MeXiCOeeeanrvonnnneonns ceee| + 13,112 + 9,372 + 22,8l
CzechoslovakiGesieveerooneas] = 9,008 + 19,518 + 10,510
Other countries............] + 37,919 + 37,240 + 75,159
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Taking the period as a whole there was a loss of gold to France of
$809,000,000, to Netherlands of $148,000,000, and to Switzerland of $103,000,-
000, while receipts were $216,000,000 from Japan, $115,000,000 from England,
$86,000,000 from Canada, $47,000,000 from China, $33,000,000 from India, and
$22,000,000 from Mexico., Indications are that the gold inflow will continue
in the next few months both as a result of this country receiving a consider~
able part of the new gold mined and of continued imports from Canada, Mexico,
and the Far East,

The chart shows the total monetary gold stock of ths United States from

1919 to date and brings out particularly the fact that losses of gold by this

MONETARY GOLD STOCK OF THE UNITED STATES
Millions of Dollars . Millions of Dollars
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country in 1925, 1927-1928, and 1931~1932 have in each case been followed by
a return flow of gold, The losses were in all cases due to special circum-
stances like the Dawes loan in 1925, the easy money and large volume of for-
eign loans in 1927, and the withdrawal of central bank balances in 1931-1932.
The inflow of gold, on the other hand, has lasted over longer periods and has
reflected in general the favorable position of the United States in its bal-
ance of international payments,

Gold position of the Federal reserve banks

As is indicated by the table below, the reserve ratio of the Federal re—
serve banks on December 28 was 62,7 per cent, the ratic verying from 49,3 per
cent in Minneapolis to 71.7 per cent in Boston, On that date the sysﬁem had
$1,330,000,000 of excess reserves, the largest amount, $432,000,000, being
shown by the Chicago bank, and the smallest, $11,000,000, by the Dallas bank,
The table shows also the amount'of United States securities pledged as col~
lateral for Federal reserve notes by the different Federal reserve banks and
the extent to which they would be deficient in their gold position if the
authority to pledge Govermnment securities were withdrawn. TFor the system as
a whole this deficiency would amount to $335,000,000, This deficiency could
be made up to the extent of $264,000,000 if some arrangement were devised by
which the banks would hold none of their own Federal reserve notes in vault,
But even in that case there would still be a deficiency of $70,000,000, indi-
cating the great importance of having the provisions of the Glass-Steagall

Act continued,
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11.
GOLD POSITION OF THE FEDERAL RESERVE BANKS
(Amounts in thousands of dollars)
Federal Collateral Defici- Own
Re- Excess reserve | Elig~ |United ency {Federal
District serve |reserves notes ible |States Gold in reserve
ratio out- paper |secur- gold notes
standing ities (1)

(Per

cent)
BostoNeseeeaa] T1.7 107,511} 218,931| 13,360| 21,400| =205,571{~ 19,606] 21,127
New York.....| 57.0 378,981 666,654| 57,389 9,000| 609,265|- 1,669 87,044
Philadelphia,| 56,7 67,028| 255,800| 49,561 52,000| 206,239}~ 45,839 16,176
Clevelandesss| 59.2 90,881| 301,546| 26,111| 85,000| 275,435|- 70,642] 13,501
Richmonde.,..| 62,2 37,502 110,490} 17,192| 18,000 93,298|- 15,500 7,602
Atlanta...... 55.6 27,643] 115,861| 25,590 32,000 90,271~ 24,822| 18,145
Chicagoe..e.s| 7743 432,446| 730,773| 16,801| 27,000 713,972]|- 6,002 39,863
St. Louis....| 58.8 |  33,633{ 111,778| 6,827| 36,200| 104,951|- 30,362| 8,535
Minneapolis..| 49.3 13,hbo4|  84,ko7| 8,128] 34,900 76,279|- 30,883 3,412
Kansas City..| 58.3 32,497 99,767} 11,136| 29,000 88,631 |- 20,239| 8,636
DallaS..e.... 50,1 11,474 Li,096| 5,065| 16,000 39,031|- 12,199| 5,069
San Francisco| 63.9 97,536| 259,614| 15,144| 68,000] 2uL,470|- 57,545| 34,249
Total...| 62.7 {1,330,537{2,999, 717|252, 304 |128,500|2, 747,413 |-335, 308 | 264, 259

(1) If no United States Government securities were pledged as collateral,
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Currency movements

Return flow of currency from hoards was resumed in December, after a
period of two months in which there was little change in hoarded money. The
chart shows the volume of money in circulation, after adjustment for seasonal

variations, for the period from 1922 to 1932.
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On the basis of available information, it may be roughly estimated that,
barring unforeseen contingencies, the return flow of currency from the
Christmas peak to the end of Jamuary will be about $200,000,000,

National bank notes

Issues of new national bank notes amounted to less than $1,000,000 dur-
ing the week ending December 28, The rate of new issues reached a peak late
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in August of $19,000,000 for the week ending August 31, and has been declining
since then, It averaged $12,000,000 per week in September, $8,000,000 per
week in October, $M,OO0,000 per week in November, and $2,000,000 per week in
December, One large bank in New York Citylms retired its notes.

Total new issues of national bank notes since passage of the Federal Home
Loan Bank Bill amount to $164,000,000, These issues were distributed by Fed-
eral reserve districts as follows:

NEW NATIONAL BANK NOTES ISSUZD AGAINST BONDS: JULY 22 TO
DECEMBER 28, 1932, INCLUSIVE

(In thousands of dollars)

Boston....coceiiennnnn., oo 3,228
New Yorke.ieeeeneniinnnenn, . 19,822
Philadelphia.......cu...... .. 8,962
Cleveland......vovvvvnnnn.. .o 8,357
RICHMONG s s s et e e e e seennnan. .. 5,205
Atlantae..e. e iveirennnnnnnn .. 8,304
Chicagoeeiveveieennnenss ceev. 24 bg1
Ste LOUISeeurenennennnnnnn. oo 4,793
Minneapolis.e.eevinennnennnn, 6,313
Kansas City..... i ereeneene. 16,021
Dallas....... e, . 5,280
San FranciscOe.iveseseseesn.. 52, 765

Totalerene e enenenennns 163,533

National bank notes retired--including re-
demptions against which new issues have
not yet been made (partly estimated)
July 22 to December 28, 1932, inclusive., 17,062

Increase in national bank notes outstanding
July 22 to December 28, 1932, inclusive., 146,471

National bank notes ocutstanding, December
28, 1932.......0... e eanas et . 880,825

Position of the public debt

The table below shows the volume and composition of the public debt on

December 31, 1930, and November 30, 1932, During this period the total gross
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debt increased from $16,000,000 to $21,000,000, all classes of obligations
showing an increase:
PUBLIC DEBT

(In millions of dollars)

Cer-~ Non~interest~| Total
Bonds Notes tifi- | Bills bearing gross
cates debt debt
Outstanding on:
Dec. 31, 1930...| 12,113 2,342 1,192 127 252 16,026
Nov. 30, 1932...| 14,257 3,539 2,038 eho 330 20,806
Increase from
Dec. 31, 1930
to Nov., 30,
19324, vn... . 2,144 1,197 846 515 78 4,780

December financing resulted in an increase of $l5,000,000 in the public debt,
The cost of Government borrowing on different kinds of paper in the last
two years is shovm below; it indicates that financing in December, 1932, was

at the lowest cost on record.

High (Month) Low (Month)
Bonds 3 3/8% (Mar. 1931) 3 % (Sept. 1931)
Notes 3 1/4 (Dec. 1931 and 2 1/8 (Aug. 1932)
Sept. 1931)
Certificates 3 3/4 (Feb, ?nd Mar, 3/4 (Dec. 1932)
1932
Bills 3 1/L4 (Dec. 1931) 0.09 (Dec., 1932)
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In recent weeks business has been marking time. After increasing’ cone

siderably between July and September, it has remained relatively stable at a

level somewhat above the low point, showing resistance to furfher declifiesy

Commodity prices, however, have lost all of their mid-summer gain and are on

the lowest average level of the depression, There is little activity in the

capital market, Prices of bonds have shown a gradual downward movement,
vhile stock prices have fluctuated around a fairly constant level; prices of
both classes of securities are considerably above the mid~summer low point,

Credit conditions have improved, bank failures are not as numerous as
in the early part of the year, currenéy is being returned from hoarding, and
the country's stock of monetary gold has regained somewhat more than half of
the losses from the high point of the autumn of 1931, United States Govern—
ment securities held by the reserve banks have been held at a constant level
of $1,850,000,000 since last August., Additions to the stock of gold, however,
together with the return flow of currency from hoards and the issue of national
bank notes, have resulted in a growth of member bank reserve balances, which
at the present time are in excess of legal reserve requirements by more than
$500,000,000.

Notwithstanding the large volume of excess reserves, which has been main-
tained for several months, the vo}ume of member bank credit has been declining
since the middle of October, The banks' investments have remained at a fairly
constant level, while their loans, both on securities and commercial, have de-
clined further, Total loans and investments of reporting member banks in

leading cities on December 21 were about $250,000,000 lower than on October 19,
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but still $550,000,000 higher than in mid-summer. The increase since the sum~
mer has been all at banks in New York City and all in investments, not in
loans,

The picture, therefore, is one of the economic machine of the country
being poised at a low level, slightly above the lowest depth reached last sum-
mer, showing some power of resistance to forces both national and internation-
al pulling it downward, but with the direction of the movement in the New Year
still beset with great uncertainties.

Reserve system!s open-market program

In these circumstances, the open—market policy of the Federal reserve >%£

system to be determined at this meeting is of even greater importance than at
B

other times, The system holds $1,850,000,000 of United States Government se~

curities; discounts and acceptances are at a low level; reserves of member
banks are high and increasing as the post-holiday return flow of currency pro-
ceeds; short-time money rates are at a record low level; gold reserves of the
reserve banks are ample, but the banks are pledging $429,000,000 of United
States securities as collateral for Federal reserve notes, and if the authority
to pledge Governments as collateral were withdrawn, the banks would be $335,-
000,000 short in their gold position,

In determining upon a program of open-market policy the maturities of
United States securities held should be completely disregarded., These matur-
ities are an accidental matter and there is no reason why the amount that
comes due at any given date should ix—=mpsway influence the system!s policy, \//
There is no more reason for letting our portfolio go dowm as the result of

maturities than there was for buying securities in proportion to new issues,

L ———

The system must decide on a guiding principle for conducting its open~market 5 )ji? 53
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basis of a fortuitous circumstance like the maturity composition of its port-
folio,

Alternatives to be considered

Several alternative courses of action may be considered:

(1) a program of extensive selling of securities, Concretely, to sell

beﬁg;;n $500,000,000 and $1,000,000,000 of securities in the néxt three months.,

Proponents of such a program claim that, if carried out, it would relieve
the system of the necessity of pledging Governments as collateral for Federal
reserve notes, Because an increase in bills or discounts would create enough
collateral. It would tend to raise short-time money rates and possibly improve
the earning power of member banks, It would remove the artificial support of
the Treasury which our large holdings of securities represent, Treasury fi-
nance would be on a more normal and self-supporting basis.

On the other hand, such a course would be a policy of deflation in the

face of business stagnation and credit contraction, With business at low lev-

e —————
els and at best only showing a capacity to resist further declines, with prices

still drifting downward, and with bank credit continuing to contract, a defla~

P ‘N\
tionary policy by the FPederal reserve banks could)not\?e seriously contemplated
\-\_______ : >

by the system., It would be a factor in making conditions worse; would result

in greater difficulty in obtaining credit by trade and industry, and in a de~
preciation of Government and other securities held by the banks and insurance
companies. It would also tend to defeat itself by increasing the flow of gold
from abroad and by increasing the inducement for national banks to issue more
bank notes. Such a policy would dissipate the good will which the system has

been able to preserve through these trying times,
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\SEE; A policy of moderate reduction of the portfolio, fixed in amount at
an arbitrary figure, such as $250,000,000, to be accomplished at a weekly rate
to be determined, Such a program could be left somewhat flexible by modifying
it in case the return flow of currency exceeded or fell below the expected
amount, In general, this plan would result, barring unforeseen circumstances,
in the maintenance of excess reserves of member banks near their present level,

\(j)l:A definite policy of selling securities in volume sufficient to off—
set the return flow of currency and the inflow of gold, Such a policy would
involve definite recognition of the fact that the central objective of the re~
serve system's credit policy has been the volume of excess reserves of renber
banks and the pressure that these reserves exercise in the direction of resump-
tion of activity. It could be decided that the system will maintain excess re~
serves within a determined range, such as $250,000,000—$500,000,000, or sone
narrower range, This would mean that securities would be sold when €XCess re-
serves exceeded $500,000,000 and bought when they fell beloyw $250,000,000, or
some other determined level. Such a plan would be logical and purposeful, It

might, however, establish a precedent and furnish a formula which might cause

difficulty to the syst at other ~ _times, when such a course would not be desir—
\

able. There was a planlin Congﬁfffllproposed as an alternative to the price /&!/
stabilization bill, to instruct the Federal reserve system to keep the total
volume of member bank reserves at a given figure, Sucn a legislative mandate

pucks o

would be destructive of any ratlonal Federal reserve policy, Adoption of tixty

“““““““““““““““““““““““““ - y "
g:;:Z;gée, therefore, although sound in theory, might be undesirable on the wzk;/ﬁ*’/

ground of inexpediency, If it were bresented, however, as the intention of

the system, in view of large excess reserves, to offsef for the present factors
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tending to inerease reserves still further, it would not carry a definite
implication of s formulsm,

This plan could be nodified by s declsion to offset the return {low
of currency, but not the ianflow of gold. The ressoning back of such a dis~-
tinction would be that pold imports, because they reduce the reserves of
banis in other countries, should be permitted to sxert thelr full influence
on the reserves of banks in the United States., The domestlic demend for cur-
rency, on the other hand, has been met without an increase in member bank in-

debtedness, partly because it was considered undesirable to pernit an abnormal

development like th: hosriing movement to put the banka hesvily into debt and

thus to exert a tightening influcnce on eredit conditions. In these circum-

stances, it would be consistent at this stag: to absorb the raturn flow of cure
rency through the sale of United Stetes Government securities, particularly
since the momber banks are borrowing little from the reserve banks and have a
large volume of excessg reserves, duch a modificstion of this nlan would still
have the effect of shifting the emphasls from the volume of security holdings
by the reserve banis, which ias not directly relevant to the eredit situstion,
to the volume of excess reserves of member banka, which should be the ceatral

5 point 1n credit policy.
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boRdding-tdincresse—poserres—saiill—furtiter—tTTout 4ot carry—so WICA 1MpLico~
. (H)i A modification of this plan might be to undertake to sell securities
when excgss reserves exceed $500,000,000, but to make the sales equal to one-
half of such excess and not to exceed a fixed amount, say, $25,000,000 a week,
This plan would mean that when excess reserves were $550,000,000, $25,000,000
would be sold; if they were $575,000,000, there would still be $25,000,000
sold; and if they were $520,000,000, there would be $10,000,000 sold., 4 dis-
advantage of this plan would be that it would look too ingenious, and that it
involves precision of action in a situation full of unknown factors,

(5) Another plan would be to have no sales at all, and to allow excess
reserves to increase to the full extent of the return flow of currency from
circulation and the inflow of gold from abroad. Under this plan the excess
reserves would increase probably by $300,000,000 or more in the next two or
three months; short-time money rates would become still easier, and in general
the situation would represent an accentuation of the conditions which have pre-
vailed since mid-summer, This plan might result in the elimination of interest
on deposits in central reserve cities and in a further reduction in other cities:
this would tend to remove the pressure for activity exercised by excess reserves,
A disadvantage of this plan would be that it might give the impression that the
volume of Govermment securities held by the reserve system is frozen aﬁ $1,850,~
000,000, If that figure becomes thoroughly imbedded in the minds of the public,
a departure from it would have an exaggerated effect on the public mingd.

(6) A modification of this plan would be a policy of selling about $10,-
000,000 a week for three months, This volume of sales would still allow excess
reserves to increase, since the return flow of currency and inflow of gold is

almost sure to be in larger volume, unless unforeseen developments occur. Sales
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at the rate of $10,000,000 a week would simply be notice that the amount of
Federal reserve participation in the Government security market is not a fixed
and inflexible quantity, but can and will be modified as occasion arises,

In considering these various alternatives and others that may be suggested,
they may be grouped in general under three broad classifications:

(a) A policy of sales——extensive or moderate——(plans 1 and 2).

(b) A policy of maintenance of excess reserves near present level
by buying or selling to offset other factors (plans 3 and 4),

(e) A policy of no action or little action, permitting excess re-
&ﬂ serves to increase further (plans 5 and 6),

1
When a ﬁrogram for the next few weeks 1s adopted, it would appear desirable
to make it definite enough to be capable of being understood by the public,
This does not necessarily mean that an official statement would have to be is-
sued, as the information could be conveyed to the press in general terms and

informally, It is important, however, that the public should understand at

this time what the Federal reserve authorities propose to do.
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Mr. Eugene M, Stephens, _ e nopinital
: a R Bek & vy Fewafll Guvennod.

Federal Reserve Bank of Chiesgo,
Chioago, Illinois.

Dear Mr, Stephens:

| . Please accept my tharks for your letter aof.

Oetober Sl\uith reference to the Open Market Policy

......

b A 5 Lot

of the Federal Reserve System. I shall be glad to

bring the letter to the attention of the other members
of the Board.

With best wishes, I am

Very truly yours,

Al
( "T”"{"E Eripnng ns.

s e

Governor.

FILE COPY
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FEDERAL RESERVE BANK OF CHICAGO - 5 (-

230 SOUTH LASALLE STREET

OFFICE OF THE October 31, 1932

CHAIRMAN OF THE BOARD AND

FEDERA
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L RESERVE AGENT

Hon. Fugene Meyer
Governor, Federal Reserve Board : y -
Washington, D. C.

Dear Governor: 94“

We had a meeting of our full board lest Friday and I had an
opportunity to present to them something of your views on the Open HMarket
Policy of the Federal Reserve System, and the desirability of its con-
tinuance for the time being. One or two of the more important members of
the board had to leave the meeting and there was little opportunity for
discussion. However, it is generally understood that nothing will be done
sbout this matter until after the Conference in Washington the middle of
November. v

As you know, our board has been practically unanimous in its i},
reluctance to approve the purchase and retention of so large an amount of '
Government bonds in the oystem, although we have gone along in taking our
share. While it seems apparent now that the extension of this Federal
Reserve credit last spring was justified by what has since happened, the
position of our board now seems to be that they feel the time has come for
consideration of some stabilization the other way on account of the large
excess reserves. I endeavored to state your point of view and said that
the creation of surplus reserves having only been recently accomplished
by reason of circumstances last spring which offset additional Federal
Reserve credit, some reasonable opportumity should be given for this to
get in operation. Further, that this involved the question of the proper
time and the proper method of calling in some of the outstanding credit,
which would be a matter for full discussion at the Washington Conference.

After that conference, the matter will doubtless be reopened with our

boaerd and I am confident that they will follow the recommendations of the
Conference. I hope, however, that some arguments can be brought to bear

and some information be furnished at that time which will tend to enlist

a little more hearty cooperation on the part of our board in whatever

policy the System mey adopt. I have from time to time insisted to our

board that this whole operation is a "System" policy, which we should follow

and they have done so, but somewhat against their ow pressed views of
its wisdom. '

EMS HH

ik, Gavs ”/’v 3o

.org/

ederal Reserve Bank of St. Louis
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July 20, 1932

Mr, Geo, L, Harrison, Chairmmm,

Open Market Policy Coaference,
¢/o Federal Reserve Bank of New York, ol

New York, New York.
Dear Governor Harrisons

This will confirm the advice given you orally that the
Federal Reserve Boerd has approved the action tsken by the
Open Market Policy Conferemce at its meeting om July 14,
1932,'3 in suthorizing the Executive Committee of the Confer-
ence "to buy Government securities to the extent mecessary
to maintain excess reserves of member banks at approximately
$200,000,000, total purchases to be limited to the amount
previcualy suthoriszed by the Opem Market Policy Comference,

which is $207,000,000" and in expressing, for the guidance

of the Executive Committee, the sense of the Comforence "that,

except in umusual and unforeseen circumstances, purchases
should not exceed $15,000,000 a week, but for the nmext four
weeks should not be less than $5,000,000 a week.”
Very truly yours,
(el Cragtes o

Chester Morrill,

== — = Ve
= = @© dD""’) N7
UL ksl =2\ L

ederal Reserve Bank of St. Louis
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i Moved that the Exeoutive Committee dbe auth-
orized to buy Govermment securities to the extent
necessary to maintain excess reserves of member banks
at approximetely 200 million dollars, total purchases
%0 be limited to the amcunt previcusly authorized by
the Open Market Policy Conference which is 207 million
dollars. TFor the guidance of the Executive Committee
it was the sanse of the conference that except in un-
usual or unfgreseen circumstances purchases should not
exceed 15 million dollars a week, but for the next four

weeks should he not less than 5 million dollars a week.

July 14, 1932,
; e N A T,
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Please ot - initial and )
Heturn 10 Jacretary’s Hiiee
CONFIDENTIAL July 12, 1932.

Dear Governor Meyer: aﬂz:

Referring to our telephone conversation this
morning, I am enclosing a copy of a letter which I re-
celved today from Governor McDougal relative to future
open market operations and to redistribution of existing
holdings of governments. This letter was in reply to one
which I sent to all governors under date of July 5, a copy
of which I forwarded to you at the same time.

Faithfully yours,

/,

7

George L. Harrison,
Governor.

Hon. Eugene Meyer,

Governor, Federal Reserve Board,
Washington, D.C.

Enc.
RECEIVED

JUL 13 1932

OFFICE o
FEDERAL RTHE GOVERNOR

ESERVE QOARD

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

July 9, 1932.
Qffice of the Governor

CONFIDENTIAL

Mr. George L. Harrison, Governor
Federal Reserve Bank of New York
; New York, N.Y.

Dear Governor Harrison:

We have given very careful consideration to your letter of
the 5th instant regarding the proposed policy of increasing purchases
of U.S. Government securities to the extent of about $125,000,000
| for the purpose of restoring member bank reserves to the point where
| they would show from $250,000,000 to $300,000,000 excess. Ve have
| also considered your suggestion to the effect that reconsideration of
| the allotment of securities is a necessary accompaniment of a further
‘ program of security purchases, owing to the fact that a number of re-
E serve banks have reserves of about 50%, while others have considerably
i higher percentages.

We are of the opinion thatadditional purchases should be ‘/
made by the System merely for the purpose of inereasing the amount of

; member bank excess reserves. While purchases by the System for the

: purpose of offsetting gold exports were probably Jjustified, we believe

i that the additional purchases made were much too large and have re-

| sulted in creating abnormally low rates for short-term U.S. Government

5 securities. Treasury bills are being sold by the Government at a

g yileld of less than 1/2 of 1%; one-year certificates with a coupon of

; 1-1/2%, selling at a premium, yield only about 1% and Treasury notes

maturing in 1934 and 1935 yield from 1.90% to 2.60%. This clearly

indicates that we went too far in the purchase of Government securities

as these rates are abnormally low and have been artificially created

by pouring a large excess of funds into the market which it does not

need. 4 minimum rate of 2% for short-term Government securities

maturing within a year would be a\ggpe natural ratéjunder present 2%/

conditions.

With regard to your suggestion that reconsideration should be
given to the allotment of System purchases of securities among the
participating Federal reserve banks, this question has been covered in
our answer to Mr. Burgess' letter which was forwarded on the 7th instant.
It was pointed out in our letter that while our gold had increased about

250,000,000 since June 1, 1931, our circulation had increased about
500,000,000 and that when return movement of this circulation begins
a corresponding reverse movement will be shown in our gold settlement
fund. ‘

f I note from the last published statement of July 6 that the
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Governor Harrison - #2 July 9, 1932.

circulation of your bank amounted to about $613,000,000 and your member
bank reserve account is about $858,000,000, whereas the circulation of
this bank is over $727,000,000 and our member bank reserves are only
$258,000,000. This shows the abnormally large amount of circulation
that we have outstanding as compared with your bank. It amounts to over
25% of the entire circulation of all the Federal reserve benks.

We are, therefore, of the opinion that special consideration
should be given to such of the reserve banks as have an abnormally high
circulation and that allowance for this should be made in any plan for
redistribution of the holdings of the System Open Market account and
that the participation of banks having an excess amount of circulation
should be reduced.

You have called our attention in your letter to the fact that
while from the period February 25 to June Z9 this year the System as
a whole increased its purchases of U.S. Government securities by
$1,060,000,000, the net amount of increase in Federal reserve credit
was only $612,000,000, the difference being a reduction in discounts,
bills bought and other Federal reserve credit.

You will find enclosed tables #1 and #2 showing to what extent
each Federal reserve bank contributed to this additional amount of
credit. Table No. 1 shows the increase or decrease in the total volume
of Federal reserve credit in each Federal reserve bank separately, and
it will be noted that two of the banks, Dallas and San Francisco, actually
had less total earning assets on June 29, 1332, than they had on Febru-
ary 24, 1932, before the additional purchases of $1,060,000,000 of
Governments were made. On February 24, 1932, in accordance with the
usual percentages in effect at that time, it was natural to expect
that the totzl investments of each bank would be increased by the amount
of their participation in the additional purchases in the System account.
However, it appears that New York with 54.4% of the System's increase in
totzl investments and Chicago with 22.6% increase in its total invest-
ments, or a total between them of 7 .4% of the increase in the System's
investments, as compared with 27% for New York and 12-3/4% for Chicago,
or a total of 39-3/4% between them, being the percentages which have
been used in alloting System purchases, have furnished a much larger
amount of the additional amount of credit furnished than the System's
percentages of allotment would indicate. Table #2 is intended to show
the result of a redistribution of the purchases involved in accordance
with the original percentages but based on these percentages of the
actual amount of additional credit extended by the System as a whole.

The reserve position of a number of reserve banks may make 1t
impossible to consider a redistribution of the securities by this
method but if such is the case it would indicate that the System has
already gone too far in the purchase of Government securities and that
the ability of certain of the Federal reserve banks to take over the
share of nonparticipating Federal reserve banks is due largely to the
increased amount of their circulation.

While the passage of the Glass-Steagall Act permitted Federal
reserve banks to pledge Government securities to secure Federal reserve \4
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Governor Harrison - #3. July 9, 1932.

note issue was necessary for the purpose of meeting export demands

for gold, we feel that the further pledge of such securities to

create additional member bank reserves is dangerous and if indulged

in much farther may raise the question as to the integrity of our ¥
Federal Reserve note issue. S

For the reasons stated above, it is our opinion that the
System should not increase its purchases of U.S. Government securities
and that this bank should not increase the amount of its partieipstion
in these purchases.

Very truly yours,

(signed) J. B. McDougal,
Governor.
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U. 8. Seewrities
Plsesunts
Blls Bought
Other F. R. Credit
Total

Sow York

U. 8. Sesurities
Disceowmts

#11s Deught
Other P. R, Credit

Philedel

U. 8. Seemrities
Dl ssexxts
HMlle Bought
Other 7, R, Credit
Total

Clevelend

U. 8. Securities
Discounts
Mlls Bowght
Other 7. R, Credit
Totel

Riohmond

U, 8. Securities
Dl scounts
Mlle Bought
Other P, R, Credit
Total

Atlenta

V. 8. Sesurities
Discounts
BMlle Bought
Other F. B, Credit
Total
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Pederal Reserve Bank of Chlcago

a8 at close of business Felruery 24 and June 29, 1932,

Table No. 1

Securities, Discounts, Bills Rought and Other Pederal Reserve Credit

Inorease % Inoreasse Inorease % Inoresse
or or or or
Pob. 24,1932 June 29,1932 Deoresse Decrease Pob. 24, 1932 June 29, 1932 Decrease Decorease
Chicago
85,968 106,720 - ¢ 80,761 U. 3. Seourities 107,315 287,380 $180,065
39,699 27,698 - 11,901 Discounts 71,649 34,084 - 37,466
8,609 4,352 - 4,267 Bills Bought 20,679 20,258 - 421
1,085 0 - 1,085 Other P. R. Credit 2, 400 [*] - 2,400
108, 78 TS5, % ¥ 38,8518 ¢ 5.3 Total o) PR T, 72 $1%5, TS $22.6
St. Louls
273,618 604,545  $420,927 U. S. Securities 27,886 62,415 ¢ 4,529
168,980 108,876 - 60,304 Disocounts 21,603 11,962 - 9,641
36,7468 11,589 - 25,1567 Bills Bought 5,809 1,005 - 4,804
6,868 4,292 - 2,068 Other F. R. Credit 580 "] -~ 580
5, W2 815,102 +33%, 300 454,80 Total E5, 578 AT 4 15,504 ¢ %1
Minneapolis
58,463 181,998 4 73,638 U. 8. Securitiss 27,650 52,413 4 24,757
122,808 67,542 - 55,268 Discounts 14,636 10, 005 - 4,33
6,567 3,416 - 3,161 Bills Bougkt %, 789 632 - 3,167
1,911 1,628 - 288 Other F. R. Credit 427 29 - 398
m‘nr———m‘m-—r—mg . t 14,07 + 2.4 Total TS 85,35 ¢ T6,876 ¢ 2,7
Kanses City
68,672 174,660  $105,988 U. S. Cecurities 19,268 54, T1e ¢ 35,458
121,217 43,6870 - 77,547 Discounts 30, %0l 20,03 - 19,068
7,494 6,282 - 1,262 Bi1ls Bought 7,190 a9l - 6,299
0 0 0 Other F. R. Credit [+] 0 0
YOT,28Y 20,887 3 2,11 + 4.8 Total 5,800 e, V10 ~¢ 10,101 ¢ 1.6
Dalles
14,080 47,133 ¢4 33,053 U. S. Seourities 27,33 29,59 ¢ 2,238
34,631 25,891 - 8,740 Discounts 15,148 11,633 - 3,516
7,172 3,282 - 3,89 Pille Bought 4,500 93¢ - 3,570
526 0 - 525 Other F. P. Credit 0 0 [+]
n it ¢ 17,8 + Sl Total 47,011 42,155 - 4,852 =C.8
San Prenolsco
12,636 52,844 4 40,208 U. S. Seouritles 47,741 10%, 642 ¢ 58,901
47,905 27,804 - 20,1C1 Discounte 137,R0¢ 80,260 - 57,548
7,875 2,083 - 5,792 Rills Bought le,950 A,849 - 8,103
600 0 - ; Other P. R. Credit 800 0 - 80C
Lﬁmﬂ 82,731 ¢ 15,715 $ 2.2 Total N, 7vr 105, 77 - 1,58 - 1,2
All Hanks Combined
U. £. Securities 740, 5b¢€ 1,800,871 41,060,418
Disoccunts 835,248 409,828 - 365,416
Blils Bought 183,82 53,519 - 89,863
Mier F. B, Credit 14,6881 £ 944 - R 737
Tota: LYIGNET I XU M STe0 35,01

Anogny
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Federal Reserve Bank of Chicago

TABLE NO. 2

COMPARISON SHOWING INCREASE OR DECREASE OF EACH FEDERAL RESERVE BANK'S
EARNINC ASSETS AS OF FEBRUARY 24 AND JUNE 29, 1932, ALSO INDICATING THE
CHANGES IN EACH BANK'S HOLDINGS IN THE EVENT THE "PRESENT ALLOTMENT
RATTIOS™ WERE USED IN PLACE OF THE ACTUAL DISTRIBUTION.

Increase or decrease

Actual Present Each F,R.Bank's Actusl Increase
Percentage Allotment share of total or decrease of in each F.R.Bank's
of Ratios increase in earning each F. R. Bank's earning assets in the
Increase or assets, basis share of total event "Present allot-
Decrease present allotment increase in ment Ratlos™ were
ratios earning assets used
(Thousands Omitted)
Bostan 4 5.5% 7-1/4% $ 44,689. & 33,518, + 11,171,
New York +54.8% _7 4 166,428. 333,400, ~166,972.
Philadelphia + 2.4% 7-3/4% 47,771. 14,8%0. + 32,941.
Cleveland 4+ 4.3% 10-1/2% 64,722, 27,179. + 37,543,
Richmond + 3,19 5 g 30,820. 19,898. + 10,922.
Atlanta + 2.2% 4-3/4% 29,279. 13,715. + 15,564.
Chicago +R2.6% 12-3/4% 78,591. 139,779. - 61,188,
St. Louis + 3.1% 4-1/4% 26,197. 19,504. + 6,693,
Minneapolis t 2.7% 3 % 18,497. 16,876, + 1,6186.
Kansas City t 1.6% 5-1/2% 3%,902. 10,101. + 23,801.
Dallas -0.8% 3-3/4% 28,115, -4,852. + 27,97,
San Francisco = _~1.2% 8-1/2% 52,394. -7,548. 4+ 59,942,
100% 100% #616,400. #616,400.,
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Y
,,; x u\ EXOES3 RESEEVES OF YEIXLY REPORTING WEMBER BANKS SINCER APRIL 6, 1932, YEEN INCRRASED §
™ A g PEDERAI. RXSERYE BANK FURCHASES OF U. $. GOVERNNENT SECURITIRS BERGAN, BY FEDNRAL RESERVE DISTRICTS =
~ \9 , =
™ } (In millions of dollars; partly sstimsted) g |
Total-All|___ Bogtan _ il Gloam =
weekly Outside| New [Outside a-{Cleve- | Rich-|se1ant Outstde| St. | Mion- (Kansas| San 5
f;;; reporticg ’3::;‘ Boston|{ York |New York|delphia] 1and | moni tlants cg:”ﬂ"" Ohicuil.mu eapolis| City Dallas Trandieco g
Denks L olty | civr | ' Lcivy | =
april 6 T2 2 SRR S 1 - 2 2 7 - 1 - 3 2 -1 g
13 135- 2 1 29 b 2 -1 1 1 14 - 2 1 2 3 =
20 8- 3 SR 51 - 2 - 1 - 3% - 2 1 2 2 1 i
g 28 2 - 153 - - 2 - 1 52 N 2 - 2 2 2 2
: o
ey & azg : § 1 138 10 3 2 1 1 57 3 & 1 3 2 5 g
11 242 - 21 -1 135 2 1 1 1 2 gg 1 1 - 3 1 b g
18 278 - 26 -1 165 2 3 1 1 1 -2 2 - 5 -1 7
25 311 - 16 1 209 - 2 2 - 1 72 1 - 1 b 1 1
June 1 221- 22 - 100 2 1 ~2 3 2 80 2 -1 5 6 2 5
g 220- 19 -1 2 Y 3 -.i 1% 2 92 3 3 - 8 - 3
15 205 - 23 1 5 1 6 10 3 ;3 -2 3 - 1 -1 7
22 20k 2k - 103 5 2 - 1 1 1 1 - 5 - 1 |
29 179- 20 -1 32 5 - 1 2 1 82 10 é - & 6 1 |
July 6 19" 25 - 30 1 2 7 5 1 32 3 4 1 3 5 - |
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OoF NEwWYORK

CONFIDENTIAL

Dear Governor Meyer:

Bov. Mever

FEDERAL RESERVE BANk ™" ""‘“"“'--}(/»-3 3 3’» <
‘ Mr. lames ..

Mr. Iésgee-b/_.’_-_w\ w
W, Miller_\ e
¥r: Pale._ ' o
Nr..

M ;
”tnase note ~-inital and! “f

il *Q SQQ
July 5, 1538° reiaep O

b

I am enclosing a copy of the letter which

I have today mailed to all Fe@yfel reserve banks

concerning the open market dﬁerations of the system.

This is the letter which’was read to your secretary

over the telephone tgfs morning.

Hon. Eugene Megyer,

Faithfully yours,

bV

George L. Harrison,
Governor.

Governor, Federal Reserve Board,

Washington, D. C.

Digitized for FRASER
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all governors. S BE sy gk

CONVIDENTIAL July 5, 1982,
Dear Goversor Martin:

In view of the changes in the System position resulting from gold iosses,
recent bank disturbances, snd mid-year eveats, it seems desirable to review receat
epen market operatiocns in their relation to the present position of the System
and ths gensrsl banking situation.

Since Yebruary 24 tho governmeat security holdings of the System have
been increased by $1,080,000,000, including soms purchases by the Federal Reserve
Bank of Chieago for its own asocunt during lsat week. The disposition of the funde
put into the market through these purchases may be tabulated as follows:

Disposition of yunds Made Available by Security Parchases
(In atllions of dollars)

Net loss of gold through exports and earmarking 430
Repaymsnt of discounte of Federal reserve bauks 365
Reductica in Federal reserve bill holdings )
Inereass in money in sirculatiom a7
Increase in msmber bank reserve balances 156

Total 1,07

The difference betwesn these figures and the figurss for govermmsant pur-
chases 1s made up by a mmber of miscellianecus 1items.

T™is teble indicates that ihe funds mede available by sscurity purchases
were largely absorbed by heavy losses of gold snd by a reduction in Federal reserve
discounts snd bills. Only s relatively small remaining smount has been mede svail~
able to form sxcess member bank resarves which might support an iamcrease in member
bank oredit. <

Daring this period the sxcess gold reserves of the System have been

reduced from §$1,392,000,000 to $942,000,000, that is & decline of $450,000,000,
Digitized for FRASER
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Govermor M. in 7/%/32

and the combined reserve ratio of the System has declined from 88 per cemt to

5T per oent. It le¢ interestiag to observe, however, that only a very msall part
of this change iz the System’s gold position and the ressrvo ratio is attributable
‘%o purchases of goveramext securities. Nost of it has besa dus to the repatri-
ation ef fereign oantral bank dollar funds, whieh very probably would have ot~
curred regardleas of the poliey of the Syatem. The country'sgold stock has
declined as shown in the adove table $4350,000,000, or omly $20,000,000 less than
the declins in the exsess gold reserve of the Federal reserve banks. Had there
been no incresse in the System govermment holdings this gold lose would nuces-
sarily have besa ascaompanied by coansidersdbls inecresse in Federal reserve bank
discounts ever and above the discounts held at the time security purchases were
commanced. In other words msmber bank borrowings in tho Heserve banks instead
of declining from $835,000,000 to $470,000,000, would most surely have been in-
creased to well ever $1,000,000,000, 1in addition $o some increase in asceptances,
and the drastie eredit deflation im prooess in Fedruary insvitadbly would have
been accelerated as a comsequence.

Thus we see that the open market program was not only effective in pre-
venting the imcrease in dissounts which would havo followed such large gold ex-
ports, but on the eontrary was responsihle for a sudstantial reduction ef discounts
in spite of such gold loases. MNost of the insrease in reserve funds resulting
from security purchases has been required to meet demands for reserve credit which
had to be met in some form. Whether that ressrve credit was provided by purchases
of governmeat sscurities, by rediscounts, or by Bill purchases, the effect upon
the gold position and the ressrve ratio would be precisely the sams. The reserve
ratio is mow less than 2% under what it would Bave deen hed mo sesurities been

| bought, and that 2% difference is accounted fer by she fact that our opsa mar-
ket operetions have imcreased reserve credit sdout $125,000,000 in excess of
Digitized for FRASER
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Govermor i {n v/5/32

the actual demand, and member banks hold epproximataly this smount of excess re-
ssrve deposita. The required reserve against thess sxesss deposita accounts for
the differenes in the reserve rstio. Thess sxoess reserves are, of course,
ontllb;a to mest any demand for surremsy or gold which may arise or to support
az expansioa of mewber bank oredit adout ten simes the amount of the sxcess.
The following teble gives these figures iz detail.
{(In Millions of Dollars)

Y. B, Credis: Fob. 25 June 29 Change
U. 8. seourities M1d 741 1,801 + 1,060
Discounts ass 470 - 365
Billes bought 138 o - 69
m r. n. l!'“‘t 85 n - ‘1_‘_

Total 7. R. eredis 1,734 2,346 + 8l2
for ¥ s H

Reéustion in U. 8. gold stock
Net inereass ia curreaey sirculatiom
Total incresss in demsnd

Exseas of ineresse in F. R. oredit over inereased demand
Inerease in msuber benk and other deposite in F. R. banks

¥k ok

Apart from the effect of open market operations on the technical posi-
tion of the System it is important briefly to summerizse soms of ths mors genersl
results of the System'’s purchases of sseurities:

(1) The very large repairiation of forsign central bank funds

has bsen accomplished without any strain on the position
of member hanks, and thus one importaat obstacls to »
more normal eredit position has deen removed.

{2) The pressure for liguidation of bank credit which ususlly
results from ths indebtedness of nember bamks has been
materially lightened by s redustion in their total
borrowings from more than $800,000,000 to less than
$500,000,000,
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4 Governor Mars 9/5/32

{3) The decline in member bank deposiss hes been checksd,
snd the liguidation of bamk credit which hed deen
Jrocesding at an slarming rate has been sudstantially
retarded.
The alternative to purchases of government securities would have been
& largs imcreass in memdber bank indebtedness which would have exerted still
further preesure towards liquidation, the continuence of which at the rate it
was proceeding in Fedruary might well have been dissstrous.
¥With the gold cutflow npperently checked except for the export of some
$20,000,000 during the next thres weeks, sbout which we shall write you, the
only factors which appeer likely to influence the System's ressrve position in
the near future are changes in ths currency demand, and changes im member benk
Tesesrve balances. If there should be ¢ further increase in the enrrency demand
the form in shich tha Federal reserve credit ia supplied will make no difference
in the effect on the System's reserve position.
Member bank reserves have recestly fallen short of the 260 to 300 ,,Jéz__w

nillion of exoess iu.eh 1t was pmpoud to maintain, as pointed out m the ain»

ates of the last meeting of the exmcutive committee. In the absence of & retwra

flow of the ecurrency that hes receatly gons out, it mld roqutrc thc pnrchau

of about 8185.000.000 more Govmt securities to mtoro member benk reserves 7%
to thnt lcvol. Even umh an mt 'ould reduce the reserve ratio of the System

by only about 1 1/2 poaints, from a little over 57 per cent to alightly under 56

per cent. If exoess member bank reserves should mow be restored to that hasis

it seams likely that they will for the first time have an opportunity to exert

their full force unless or to the extent ihat gold exports or currency hoarding

should revive. In any event there is now more reeson to sxpect thet when sxcess

Teserves are restored they cen be meintained until benk credit begins to expend -

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

 DECLASSIFIED

Authority £)) [235¢03.3

r Governor Marti 7/5/8%.

the real objective of she policy which the System insugurated in the spring.
¥hile the recsnt sxperienss shows that the purchases of goverament
m&tindomtdvmﬂrhmnammumorthmbuxsua\
shole, they may affect the position of imdlvidual reserve banks, and the present
situation in whioch a mumber of the Reserve danks have percentages of sdout 50 per
cent whereas others have considersbly higher percentages, clurl‘yw requires re~

sonsideration of the sllotment of securities as a necessary scocompsniment of a

further program of ssourity purchases. ¥e have aslready received & number of com-
ments on the letter snd tebles mmiled to all the Reserve banks on June 24, and

shall write you further whem more are received.

Yery truly yours,

George 1. Harrisom,

Mr, ¥Wlliem MoC. Martia,
Governor, Yederal Resexrve Bank of 3%, lLouis,
8t. Louis, MWo.

e,
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July 1, 1g9o2.

lre Ve Randolph Burgess,

Deputy Governor,

Federal Reserve Bank of liew York,
liew York City, MNew York.

Dear IMr.Burgess:

Receipt is acknowledped of your letter of Tune 25,

1952, f“addressed to Governor lieyer, with which vou inelosed

N L A pA M,

coples of a letter and tabul&‘aions; which have been sent to
the Governors of all Federal reserve banks, regarding the
allotment of govermment securities.

Your letter is helng brought to the attention of the
nerbers of the Poderal Reserve Doard.

Very truly yours,

Chester Ilorrill,
Secretar:.

ederal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK For G L ATION

v, Mever
oF NEWYORK Cov he;' |
r, Bamlin. Yoo aemmnn %
o, lemes - g
br. lhopse &=

June 25, 1932, k. (1;7iiler7;---_-.
M. Pole T e cm e
Mr. 7“50chaéh»/’u////
Mr.
Please note - initial and
Return t@—SecremYZUﬂice
AANS

Dear Governor leyer: rdod
I am enclosing herewith for your information
copy of a letter and tables which we have just sent to
" the governors of all Federal reserve banks dealing with
’ the question of the allotment of securities. It is_my
hope that thisg informatién might.pave the way for dis-
cugsions which would lead to some readjustments in hold-

ings as betwesn Reserve banks.

Very truly yours,

oty oot o ts S

W: Randolph Burgess
Deputy Governor

. Honorable Eugene Meyer,
Governpr, Federal Reserve Board,
Washington, D, C,
WEB.H -
encl.

nEc.Eis;'-i:ﬁ
JUN 271832

]
oFFILE OF THE SPVERN
FESEMAL RESERVE BOARD |

#

o . %32
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(Cimilar letter sent to governors oi all Federal reserve banks)

June 24, 1922,
Dear Governor Martin:

In accordance with a suggeetion made at the last meeting of the sxacu-
tive comittae of the Open Market Policy Conference I am enclosing herewith iws
tables showing the amounts of overages or shortsges in the holdings of government
securities of the different reserve banks oo different bases of allotments, which
might conceivably be used. The first table is related solely to the Roldings ia
the System special investmant account, bui the second covers tie total heoldings
6f government securities and so includes those securities which the different
banks hold for their owm account in addition to system account.

The tablea appear to indicate that thers is mo single basis which is
entirely satisfactory., The bagis which is mow belng used, waich 1s related te
the earnings requirssents of ihe diifersnt reserve banks, was adopted at a time
when the banks were having some difiiculty in earming thelr dividends. This
difficulty does not ariss at the present tine, though it seems not wlibely o
srise from time to time in the future., In recent months the reserve perceniages
of the banks have become increasingly important and a mumber of the banks have
found it necessary to decline to take additjonal allotments of governmeni secur-
1ties because of a parrow margin of available reserves. We appear o be ap-
prosching a time when it may be necessary either to adopt & ratio of distribu-
tion which gives consideration to reserve percentages, or to ssks certain arbite
rary adjustments in that direction.

We should appreciate your comments upon this question,

Very truly yours,

Br, Wllisa NcC. Bartin, Secratary, Opwm Narkst
Gevemor, Federal Reserve Bak, Paliygy Counference
5t. Lonis, Eissouri,

tp://fraser.stlouisfed.org/

ederal Reserve Bank of St. Louis



TABLE NO, 1
STATEVENT SHOWING VARIOUS PLANS OF REDISTRIBUTION OF GOVERIMENT SECURITIES IN SYSTRK ACCOUNT
FIGURLS AS OF JINE 15, 1952
000 Oritted)
PLAN 2 PLAN 3 PLAN 4

PLAN 1

Present Plan - Based on Earning
Requiremente of Each Bank

Provides for Ad justment of
Participations to Average
Ratio of All Banks - 57,9%

Provides for Adjustment of Eaoch
Bank's Participation So That Its
Holdinge Will Be On The Same Ratio
That Its Cembined Capitel and Sure
plus is to the System Total

Provides for Adjustment of Each
Bank's Participation 50 That Its
Excess Cesh Resorves Will Bo On
The S8eme Ratio That Its Capitql
Sygtem al
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Amount eof Ratios of Com~= Raties of
Participation Current Present Holdinge Present Holdinge bined Capital Present Holdings Excess Caeh Present Heldings
in Alletment GVER or SHORT Reserve OVER or B8HORT and Surplus to  OVER or  SHORT Reserves to OVER er SHORT
Sygtem Account _Ratios Of Pro Rata Share Ratios Of Pro Rata Share System Total Qf pro Rats Share System Total 8f Pro Rata Share
Boston ¢ 95,978 71/4% 4 -o- $ 14,318 61,9% $ -0- § 33,535 71/24 $ o $ 18,12 10 1/2% 4 -0~ 4 28,592
New York 575,120 27 £ 164,360 Q= 50,24 118,294 0= 321/24 80,687 =0~ 2 % 110, 450 -0~
Philedelphia 125,628 7 3/4% 7,724 O 56, 6% 5,151 -0- 10 1/4¢ O 30, 309 7 4 30,165 -g
Cleveland 165,863 10 1/2¢ 6,123 ~C- 54,2¢ 16,595 -C- 100 % 13,730 =0- 71/8 26,323 -0~
Ri chmord 47,132 5 % -c- 28,934 55, 6% 3,649 ~C- 4 1 -0~ 13,721 2 3/4L 11,764 -C-
Atlante 49,743 43/41 -C- 22,521 51,88 16,050 ~C- 3 3/4% -Cw 7,307 21/4¢ 14,573 -0
"Chi cago 185,390 12 3/4% -C~ 8,580 76, 2% -C- 162,577 13 1/24 -0 19,990 s % Qe 208,123
~ Louis 56,980 s1/4 -c~ 7,671 57, 8% 1,050  =0- 3 1/24 2,753 0= 3 % 4,me -0~
minnespolis 43,538 3 % “C- 2,100 51,0% 8,185 -0~ 2 1/4% 9,308 -C~ 11/2%. 6,566 -0
" nses City 49,723 51/2% ?c» 33,950 53.9% 6,27 ~C~ 3 4 4,083 - -C- 21/ 3,780 -0~
vallas 19,596 3 3/a% -G 27,454 56,8% 696 -C- 2 3/4L -0 22,741 1 3/at 10,889 ~0=
3er. Francece  ___106,642 8 1/24 o 22,672 53,14 25,972 -0 72 148 =0 5 1/2% 17,451 ~C-
TOTALS 41,521,343 100 % $178,207  $178,207 57,9% $196,112  $196,132 100 £ $111,6%9  $111,689 100 % $236,T05  $236,M5
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Amount of
Total Hold-

ings of
Government
Securities
Boston ¢ 96,729
Rew York 699,417
Philadelphia 129,034
Clevelard 165,863
f Rd chrond 47,132
Atlanta 50,052
C go 206,988
8t, Louis 57,480
‘sapolis 50,647
Kanses City 43,810
Dallas 29,596
San Francisco 106,642
Totals #1,689,390
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STATENENT SHOWING VARIOUS PLANS OF REDISTRIBUTION OF TOTAL HOLDINGS OF GOVERNMENT SECURITIES

FIGURES 45 OF JUNE 15, 1932

(000 Omitted)
PLAN 1 ’ . PLAN 2

Provides for Adjustment of
Total Holdirgs to Average

Ratio of All Banks - 27.22

Presont Plan ~ Based on Farning

Roquirements of Each Bank

Current Present Holdings Present Holdings
Allotment .OVER or SHORT Reserve OVER  or SHORT
Ratios Of Pro Rats Share _hatios Of Pro Rata Share
71/46 § =0- $ 25,752 67, 9% 4 -0 $ 33,535
27 % 243,282 -0= 50, 2% 118,294 -0=
7 3/4% ~0- 1,894 56, 6% 5,151 -0=
10 1/2% -C- 11,523 54, 2% 16,595 -0
s % -0 37,338 55¢6% 3,649 =0
4 3/6 -C~ 30,194 51,88 10,050 -0
12 3/a% .C- 8,409 76, 2% Q= 162,577
41/4 -C 14,319 51, 3% 1,050 -0~
3 1 -C> 35 51,04 8,185 0=
5 1/2% - 43,106 53,9% 6,270 0=
3 3/at -C- 33,756 56, 0% 896 ~0=
82/ -0 36,956 2,18 25,012 ___=0=
100 % $243,282  $243,282 57.9% $196,112 $196,112

PLAN 3

Provides for Ad justmert of Each

Bank's Total Holdings So That Its
Holdings Will Be On the Same Ratio
That Its Combined Capital and Sus-~

lus is to the System Total

Ratios of Com=
tined Capital
and Surplus to
System Total

Present Holdings
OVER or  SHORT
of Pro Rata Share

71/2% $ -0~ 4 29,975
3z1/2% 150,365 0
10 1/4% =G 44,128
10 4 ~C~ 3,076

4 % -0- 20, 444

3 3/4L ~C~ 13,300
13 1/24 . -0 21,080

31/2% -c~ 1,649

21/48 12,636 0=

3 4 -0 872

2 3/aL -0 16,862

. -G~ 11,615
$163,001  $163,001

TABLE NO, 2

PLAN 4
Provides for Adjustment of Each
Bark's Total Hadings So That Its
Excess Cash Reserves Will Be On
"The Sems Ratio That Its Capital
and_Surplus Is To The System Total
Ratios of )
Excess Cash Present Holdinge
Reserves to QVER or SHORT

§ystem Total 0f Pro Rata Share

10 1/24 4 -0~ § 28,592
a2 £ 110, 450 0=
T 4 30,165 -0~
7 1/48 26,323 =0~
2 3/4L 11,764 O
21/4 i4,573 0=
35 % -0 208,123
3 4 4,74 0=
11/24 6,566 =0
21/24 3,780 0
1 3/4% 10,889 T =0=
LA anar ==
100 % $236,M5 §236,M5
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m 17, 1esg.

Open Marice$ Policy Conference,
o/o Yederal Resorve Bank of New York,
Hew York Oivy, Now York.

Dear Governcr Harrison: 6‘4

[ .
| This will confirm the advice given you orally that

I
|
E Mr, Qeorge L. Harrison, Chairman,
|

the Foderal Reserve Board has considered and approves the
action taken by the Open Marke$ Policy Oonferenca at its meed-
ing today in voding, sudjeot to the approval of the Pedersl
Reservs Board, %o authorizo the Executive Oommittes of the
Conferense "$o continus the purchess of Government securities
for System Accoun$ as may seem advisadble from week to week

but not %0 exaesd an aggrogate of $500,000,000 without another

meeting of the Open Market Polisy Oonference.”

There is attached hereto, for your informtion and
flles, a copy of the statement whioh was issued to the press
fellowing the joint. meting c{' the Bosrd and Oomferense.

Very truly yours,

{Signed) Chester Harrill

@% ity
- RILE copY
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After discussion of credit, banking and business conditions and

the effects of the System's Open Market operaticns on those conditions
| in recent weeks, it was voted, subject to the approval of the Federal
Reserve Board to suthorize the Executive Committee of the Open Market
Policy Conference to continue the purchase of Government securities
for System account as may seem advisable from week to week but not

to exceed an aggregate of $500,000,600 without another meeting of

the Open Market Policy Conference.

ttp:7/fraser.stlouisfed.org/
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FEDERAL RESERVE BOARD STAT:MENT FOR THE PRESS

May 17, 1932
For immediate release
arded
The Governors of the Federal Reserve Banks met
today with the Federal Reserve Board and it was decided to
continue open market operations by the purchase of govern-
ment securities, the extent and amount to be determined

from time to time as conditions justify.
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——

dod

Cash-General Account, Symbol 93-300

CasheExpense Aoocount, Symbol 93-301

Petty Cash Funds

Alloocated to Secretary of Agrioulture

Loans-Prooeeds Disbursed (Less Repayments)
Banks & Trust Companies (1) (2) $272,513,190,20
Credit Unions 338,437,00
Building & Loan Associations 23,295,230,09
Insurance Companies 14,969,961.84
Joint Stook Land Banks 724,877.11
Livestock Credit Corporations 2,795,016,31
Mortgege Loan Companies 12,084,716,91
Agricultural Credit Corporations 21,200,00
Railroads (Including Receivers) (3) 74,030,672,00

Total

Loans-Proceeds Not Yet Disbursed (4)
Banks & Trust Companies (1) 82,646,640,26
Credit Unions 11,563,000
Building & Loan Assoclations 8,006,086.84
Insurance Companies 2,746,405,00
Joint Stoock Land Banks 240,122,89
Livestock Credit Corporations 883,195.,00
Mortgage lLoan Companies 2,085,677.22
Agrioultural Credit Corporations 1,152,056
Railroads (Including Receivers) (3) 22,515,453,00

+

CONFIDENTIAL

RECONSTRUCTION FINANCE CORPORATION

Statement of Condition es of the Close of Business, May 14, 1932

Total

Aocrued Interest Receivable
Furniturs & Fixtures

Digitized for FRASER

http://fraser.stlouisfed.org/

Total

Federal Reserve Bank of St. Louis

~ $275,408,616.37

48,363,52
1.7000%
75,000,000.00

400,763,291,46

119,136,296025
2,563,053.06
97,367.27

7,367
$573,018,505.5%
2 t 2
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 DECLASSIFIED
Authority‘ éO ZZ 35{2 5;3

RECONSTRUCTION FINANCE CORPORAT ION

CONFIDENTIAL

+

4

Statement of Condition as of the Close of Business, May 14, 1932

ASSETS
dod
Cash-General Acocount, Symbol 93-300
Cash«Expense Aoooumnt, Symbol 93=301
Petty Cash Funds '
Alloocated to Seoretary of Agrioculture
Loans-Prooeeds Disbursed (Less Repayments)
Banks & Trust Companies (1) (2) $272,513,190,20
Credit Unions 338,437.,00
Building & Loan Assoclations . 23,295,230,09
Insurance Compeanies 14,959,951.84
Joint Stock Land Banks 724,877.11
Livestock Credit Corporations 2,795,016,31
Mortgage Loan Companies 12,084,716.91
Agricultural Credit Corporations 21,200,00
Railroads (Including Receivers) (3) 74,030,672,00
Total
Loans-Proceeds Not Yet Disbursed (4)
Banks & Trust Companies (1) 82,646,640,26
Credit Unions 11,563,00
Building & Loan Associations 8,006,086,84
Insursnce Companies 2,746 ,406,00
Joint Stock Land Banks 240,122.89
Livestock Credit Corporations 883,195,00
Mortgage loan Companies 2,085,677.22
Agricultural Credit Corporations 1,152,056
Railroads (Including Receivers) (3) 22,515,453,00
Total
Acorued Interest Receivable
Furniture & Fixtures
Total
LIABILITIES & CAPITAL
Proceeds of lLoans Not Yet Disbursed (4)
Cash Receipts not allooated pending advioces
Cash Collateral
Unearned Discount
Reimbursable Expense
Interest Refunds Payable
Interest Acorued on "First Series" Notes
Interest Earned $2,643,597.96
Less-Interest on "First Series™ Notes $431,505.00
Expense-Washington 284,322.87
Expense-Loan Agenoies 439,178,%0
Expense-Cutodian Banks . 25,213.25 1,180,219.42

Six Monthe 3% "First Series" Notes
Capital Stook
Total

~ $275,408,616.37

48,363,52
1,700,00
75,000, 000,00

400,763,291 .46

119,136,295,25
2,563,053,06
97,367.27

u -
73 QYD f08 Oz
PVAJp GUVO Vs

$119,136,295.25

1,962,268,51
11,415.54
13,430.16
371.93

22,01
431,505.00

1,463,378,53
250,000,000,C0

500,000,000,00
§673,016, 686,93

il

(1) loans to Banks & Trust Companies include $11,414,650.00 to aid in Reorganization or

Liquidation of closed banks.

(2) Includes $7,168,602.91 to twenty-seven Banks & Trust Companies which olosed after

the loans were made.
aggroegate $294,067.62,

Total Loans amounted to $7,462,6870.53 and repayments

(3) Of Loans Authorized to Railroads $11,570,187.50 is reimbursable from the Railroad

Credit Corporation, when, as and if funds are available.
(4) Conditionml Agreements outstanding-Not included in above statemsnt:

Banks & Trust Companies $975,000,00
Reorganization or Liquidation:
Reosivers-State Banks 2,000,000,00
Others-~State Banks 2,000,000,00
Total §4.975, 000,00

Digitized for FRASER
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LOANS AUTHORIZED DURING THE PERIOD FEBRUARY 2, 1932 to MAY 14, 1932, inclusive

CONFIDENTI4 ,

NUMBER WITHDRAWALS PROCEEDS PROCEEDS PROCEEDS DIS-
INSTI- AMOUNT AND NOT YET REPAYMENTS BURSED LESS
CLASS OF LOANS LOANS _ TUTIONS AUTHORIZED* CANCELLATIONS  DISBURSED DISBURSHD REPAYMENTS

Reorgtn, or Liquidtn:
Receivers-Natfl Banks
Receivers-State Bankc
Others=Nat°l Banks
Others-State Banks

Total-Bks. & Tr. Coo (2)

Credit Unionns

Building & Loen Assu,
Insurance Companios
Joint Stock Land Banks
Livestock Credit Corp.
Mortgage Loan Companies

Agricultural Credit Corp.
Railroeds (Incl., Receivers)

Total

Bks, & Tr. Companies (1)
Reorgtn, or Liouidtn:
Receiveras=Nat’l Banks
Others=Stzste Banks

Total-Bke, & Tro Coo (2)

Building & Loen Asan.
Insurance Companies
Livestock Credit Corpo
Mortgage Loan Compenies
Railroads

Total

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

63,413,874,56 $1,608,850,00 $76,165,959,53 $285,549,065.03 $17,773,278.27 $267,775,786476
159 159 9,204 ,650,00 5.704,000,00 3 500,650.00 124 ,000,00 3,376,650,00
1 1 260,000,00 760,000,00
2 2 1,000,000,00 1agaBCo72 986 ,5.17 28 24,137,69 964,681 ,59
3 3 450.000,00 5,500 444 ,500.00 48.428.15 396 .,071.85
2739 2464 574,828,524,56 1,698,850,00 B 646,040,285  290,483,034,31 17,969,844,11 278,513,190,20
. b 350 ,000,00 21,.,563,00 338,437,000 338,437 ,00
246 246  31,420,523,40 8,005,086 .84 27,477 £36056 120,206,47  23,295,230,09
4 4  18,912,000,00 1,000,000,00 2,746,405,00 15,1.65,595,00 205,843.,16  14.959,051.84
3 3 965,000,00 240,122,89 724,877,11 '24 ;877,11
16 9 3,700 ,835,00 11,422,99 883,395,00 2,806,217 ;0% 11,200,70 2,795,016,3%
27 27  14,357,000,00 2,085,6%7,22 12,271,322,78 186,605,87  12,084,716,91
3 3 22,352,05 1,152,058 21,200,00 21,200,00
35 26 100,500 ” 25200 22,516 453,00 54,983 799,00  3.953.127.00  74,030,672,00
3115 2823 5 056,\487 ,01 $2.710,.272.99 $119.136.295.25 423,.209,@18077 322 446, 627,31 $400,763.291 .46
— MAY 14, 1932
NUMBER *This Corporation agreed to take over
INSTITUTIONS AMOUNT all or any part of February 15th, March 15th,
BORROWING FOR CANCELLATIONS REPAYMENTS and April 15th issues of Intermediate Crediit
LOANS FRIRST TIMZE AUTHORIZED Bank Debentures which remained unsold on
26 20 $1.569,950,00 $400,000,0C  $693.230,02 bk S R dlggg and dpral A5the
- ' e Issues aggrega 0025 .,000,00,
4 4 239 ,500,00 1% 500,00 weri so0ld 1nttt;.e ;p:ndmirketo These agree=
1,002,19 ments are no nclude n the abovs figure,
30 24 1,809 ;450,00 400 000,00 711 , 732021 '
2 2 ”2252000000 prrme 5;663051 (1) Excluding loens far reorganizatior
2 1 475 ,000,00 50000 or liquidation,
1 1 67,000,00 |
1.00 (2) 1Including loans for reorganizaticr
. 1.186.585,00 or liquidation.
35 28 33 ',,2"763"'3,'0' )35, 00 $400,000,00 _ 3717.,896,72
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DECLASSIFIED
Authority_éQ 1235{2 3 ,5

—
————

4 o - -
: 33 3L
4/25/32 A
S Y252 32—
Mr, Miller then referred to the faet that of the $93,000,000 of
Government securities whieh were purchased for System account during the week

ending April 20, $84,945,000 were Fourth Liberty Loan Bonds maturing in 1938,

and he stated that in his opinion the propertion of long time Government B 7(

‘securities now held in the System acsount is too large, and that consideration

should be given to the advisability of exehanging some of these for Govermment

-securities of shorter maturities,

During the discussion which followed other
members of the Board coneurred in Mr. Miller's
opinion, and the Governor was requested to take
the matter up with the Chairman of the Open
Market Poliey Conference,

W ;4/@%’2
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Mre Je Be MceDougal, .icting Chairman,
Open lixket I’olicy Conference,

o/o Tederal heserve Bank of Chicage,
Chicago, Illinois,

Deaxr Mc. LieDougal:

I have droucht to the attention of the Toard your letter
of April 12, 132, in which you stated that "the Governors of the
Federal leserve Nanks, sitiing today as an Open liarket Coamittee,
have necessarily given consideration to Senate Bill No. 4115, and

et RIS A B v

+0 the suzregtions in reference thereto sﬁaﬁttéd ‘bgr the rdernl

oy

Reserve Joard”, and requested thet I cammnicate the conclusion
.. reached to the Ranking and Currency Cormaittee of the Senate.
{ The rweting o” the Open llarket Cammditee, as you know,
wvas called by the Pederal Reserve Board not for the purpose of
considerins; enate 3111 Fo. 4115 or the coarents and recarmendations
r~ which the oard submitted to the Senste Camlttee on Danking and

urrency, but for the purpose of considerins the open market policy

of the Aystan. It secms to the loard that the cuestion whether any
Jederal reserve bank should submit ites views regariing S. 4115 to the
: Jenate Cormaittee on Banking and Curremoy is one for determination by
: its board of directors. In the circumstances, the Zoard does not feel
that 1t ahould camply with the request contained in your letter.

Very truly yours,
|

Eligitized for FRASER GOvernors
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DECLASSIFIED
Authority £) /235¢,3 3 ’

April 12, 1932

Mr, George Ly Narrison, Chativeem,

Open Poliay
4/0 Federel Resorve Bank of New York, :
Bew York, New York,

Dear Governor Harriscas

mmmmmmmwmm‘
teken by the Opem Narket Poliay Conference at its mesting here
today in voting that, subject %o the approvel of the Pedersl
Reserve Boerd, "the executive committes be authorised to purchase
up to $500,000,000 of Government securitiss in eddition to the
umexpired sathority gramted at the meeting of the Upem Market
Poliay Confersace on February 2,, sad that these purchases, at
mznmmmm,muu.nuummuw
be precticsbls emd if popsible should smount to $100,000,000 im
the current statessat week,” |

This will confirs the advice given to you erally that
the Pederal Reserve Board sgproves the actice ef the Confersmce.

Yery truly yours,

- PFiILE copy



——t,

" DECLASSIFIED
Authorityé& [Z“Q 3 ,;5

e

! The Conference voted that, subject to the approval of
the Federal Reserve Board, the executive committee be authorized
to purchase up to $500,000,000 of Government securities in addition
4f to the unexpired authority granted at the meeting of the Open Market
Policy Conference on February 24, and that these purchases, at least
in the initialkweeka, should be at a rate as rapid as may be
practicable and if possible should amount to $100,000,000 in the

current statement week,

Digitized for FRASER
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/>
L
3 3 3, =C-/
| LIETEYES
FREE GOLD OF EAC FEDERAL RESERVE BANK,
APRIL 9, 1932
(In thousands of dollars)
Boston : 19,490
- New York a 166,914
Philadelphia 21,530
Cleveland 21,130
Richmond 10,388
Atlanta g,024
Chicago 34,965
St. Louis - 10, 994
Minneapolis 3,968
Kansas City 10,079
Dallas 54315
San Francisco 20,139
332,936
DIVISION OF BANK OPERATIONS,
APRIL 11, 1932
‘ ¢ —/ 4'7
Copn foted 3333 vmalny 155

Federal Reserve Bank of St. Louis
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" For CIRCUKATION . T : S ?

[ Mr Hamlin_ . ' . ; ) _

‘ : Nr. !

P P Cmpvr
M. Mogee . ¥ 2 333, CCFVED

& — M. Wil .. FEDERAL RESERVE BANK .,/ |//200 1932
5‘ Mr. Pole Lt ';éom“rﬁ'@ﬁ i
Mr. oF NEw York LZRE QoY arens |

Mr.

Please note - initialsand
Return to y's Office April 8, 1932.
My dear Governor Meyer: gné:j

As I told you over the telephone yesterday, our directors
at their meeting yesterday discussed at some length the present
banking and credit situation, especially as it has been affected
by recent purchases of government securities under authority
granted by action of the open market policy conference and approved
by the Federal Reserve Board on February 24, 1932.

They were of the opinion that while these purchases have
been beneficial, nevertheless, in their judgment, the situation
is now such as to warraﬂt a broader and more rapid program on the
part of the System. They understood that a meeting of the open

\ market policy conference has been called for next week and that

the wisdom of adopting such a program will no doubt be considered

at that time. Nevertheless, in view of the urgency of the situa-

tion and the importance of pursuing an open market program promptly
and vigorously, they votedrthat, subject to the approval of the
Federal Reserve Board, the Federal Reserve Bank of New York should
this statement week purchase for its own account $50 million in
government securities in éddition to the $25 million being pur-
chased for System account. This action was taken with the hope
that a program of substantially greater purchases than now author-

ized for System account would be approved by the open market policy

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

" (AL RESERVE BANK OF NEW voo _ 7 Hon. Eugene I er ‘ 4/8/32

Digitized for FRASER
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conferénce next week, but with the realization that even if such
a program should not be approved, this $50 million additional
purchases would not exceed the total amount now authorized under
existing resolutions of the conference which limit purchases for
System account to $25 million a week.

I am sending this letter in order to confirm my oral
report of the action taken by our directors,

Very uly yours,

-

George L. Harrison,
Governor.
Hon. Eugene Meyer,

Governor, Federal Reserve Board,
Washington, D.C.

.org/

Federal Reserve Bank of St. Louis
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For Giitu s TIoN &

el EGRAM € Meyer .-4 ........

Mr, Hamlin_ &7 .7 ..

FEDERAL RESERVE SYSTEM ¢ Lames, w7 ...
' (LEASED WIRE SERVICE) K h?ﬁ;}g

A et mmar e - -

i Miller
189bfa RECEIVED AT WASHINGTON, D. C.

Mot .ol
NewYork 431lp Apr Mr
Governor lleyer M.
Ceshinet dod Placse notev - initial and
‘ashington fieluin 1o Secretary’s Office

Confirming telephone conversation executive committee of

open market policy conference to-day(voted to continue
purchase of Government securities at rate of $25,000,000

a week as authorized by last meeting of open market policy
conference) As explained to you over the telephone it was also
voted that it would be desirable to hold a meeting of the

open market policy conference in Washington on tuesday April
12. All Federal KHeserve Banks have been notified of these
actions of executive comni ttee,.

Harrison

435pm

AT BOARD MERTING
s
APR £~ 1932 ’
- i

DG O e miong trem: soe
http:/fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

P-12008



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

ings of the National Archives

Mareh 9, 1932,

Mr. George L. Harrison, Chairman,
Open larket Policy Conference,
Federal Reserve Bank of Kew York,

New York, K. Y. ‘/
: rded

Dear Governor Harrisom:

Reference is made to the Tuon takem by the Opem
Varket Policy Conference at its meeting on February 24, 1932,
in voting that, "subject to the approval of the Federul Reserve
Board, the Exesutive Ocxmzittes shall be authorized to purchase
up to $250,000,000 of Government securities for System ascount
at the approximate rats of §25,000,000 per week”, it being
understood “that purchases under this progrem shall be made
after a mesting of the Excoutive Cummitteo called for the pur-
pose of considering such purchases and that the program shall
be subjest to review by the Comferemce at any time on call of
the Conference or the Federel Reserve Board,”

This letter is to confirm, as a matter of rescoxd,
Governor loyer's oral gdvice $0 the Conference of the Federal

Reserve Board's approval of its asction. It is undexrstood thn“t,

at a meoting of the thw Comuittes following the meeting
of the Open lMarket Policy Comference on February 24, it was
decided to proceed with the purchases of Government securities

FILE COPY

ederal Reserve Bank of St. Louis
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as authorized by the Conference and approved by the "oard,

uron the enactient into law of the so-called (‘lass-Steagall

bill.
Very truly yours,
Chester !orrill,
Jecretary.
SRC/CM/acw

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



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

"t 18 moved that it is the sense of the conference
that, subject to the approval of the Federal Reserve Board,
the Executive Committee shall be authorized to purchase
up to $250,000,000 of Govermment securities for System
account at the approximate rate of $25,000,000 per week.
It is understood that purchases under this program shall
be made after a meeting of the Executive Committee called
for the purpose of considering such purchases and that
the program shall be subjeet to review by the Conference
at any time on call of the Conference or the Faderal

Reserve Board, "

igitized for FRASER
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Jamuary 19, 1932

Nr. Goorge lL. Barrison, Chairman,
Open Merket Faliocy Conferencs,
o/o Pederal Reserve Benk,

Fow York, New York.

Dear Governor Harrisom: 94

The Fedorel Eeserve Board has comsidered ths reso-
lution adopted by the Open Market Policy Conferemos om Jami-
ary 12, 1932, a oopy of which was handed to me by Doétor

Burgeas, Sesrstary of the Conference.

The Board spproves the authorization granted in the

resolution to the Executive Committee of the Conference to

ek s

puwor Syetem asocount, 1f and when deairadblo, not te

w.m of Government securities, sush purchases

to be .ﬂmyme the approval of the Executive Committes

at s meoting to be called for the purpose of eonsidering the

oocession or need therefor.

It will be understood, of occurse, that any action
te be taken by the Executive Committee of the Confersmee under
the terms of the resolution will be subject to the srproval of

the Federa]l Ressrve Board.

¥ ke 3 33,~C—g=t

FILE COPY

[-/11-32
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In view of the fast that no time limit was
placed om the suthority gMod to the Exscutive Committee,
in the resolution pessed by the Conference, the Board re~
serves the right to review and reconsider its spproval here~
in expressed, if and when oireumstances justify,

Very truly yours,

i

(Signed) Eugene Meyer

Eagene Meysr,
Governor

BM/fsf

FILE COPRPY
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December 1, 1931

Mr. George L+ Harrison, Chairman, 4“

Market Polley Conference,

o/0 Feders)l Reserve Bank,
Rew York, New York.

Dear GJovernor Harrison:

The FPedeorsl Reserva Board haas oémidorod the recom-

wendations submdtted by the Open Merket Folioy Conferemce
following its meeting with the Bosrd yestsrdsy, end you

are advised that the Board approves the granting of muthor-

ity to the Exeoutive Committes of the Conferemce, in their

disoretion, to buy up to $200,000,000 of Covermment ssouri-

The Bosrd elso kprroves the granting of muthority to

the Executive Cosmittee of the Conferense, in their disore-

w

tion, to sell any seourities ®0 bought, after the turn of 7?/

|
|
i tiesz before the and of the year,
|
&
|
|

the ysar if oonditions then permit. It is understood thet

my bs oonvensd,

igitized for FRASER
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thle authority is to run until Jenuary 350 or such earlier

date A another meeting of the Open lmrket Poliey Conference

VYery truly yours, -
gt £

Rugene Moyer,

E COPY
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The Zonferonce reviewed a prelirdzary mouorundunm
subnd ttod by the Chairmawme They didousgod business, banicln -
und oredit conditions Lotk here and abroad und consldered in
particulaxr the eifects upon the Aperican buniin;: and cwedit
struciure of tho recent huse withdrawals of zold and curroncy
and possitile fuesther withdrawals of currency for holiday nHure
poses or for hoaxrding. They further considerod the hexvy i
turities of bills in tho System portforio before the end of
the year. hile tho conference was of the oupinion that there
is no occasion for any iuediaute purchase ol Govornrwut
socuritios, nevertheless they voted inut in view of ali
circunstances and in order %o be prepared il and whem occa-
sion arises, the executive catiittee be authorized in its
diserction to buy up to 200,000,000 of vovornnent scouritios
pefore the cvnd of the youre It was the dense of the Jon-
forence that the cordttce should wlso be authorized in thefir
diserction to sell any securities so hourht after the turn
of the year i condlitions then permit. She Jonfeicnce feli
that therce should bo another mweting of the lonierenco early
in Jamiuxy to consider the uystem's :cneral operutions uni

policics in the light of conditions as they iien exizt.

ederal Reserve Bank of St. Louis
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.0131 FEDERAL RESERVE CT

alfflce Correspondence == DateNovesber 27, 1951

To__ Mr. Midlew Subject: S M:‘? 3‘ ':t""
4P T

From _Mr, MeClsllemd

ero 28495

nwmtm«immmm:ymumnm
following Tresclution wes sdopted:

7% is the seuse ¢f the Comferemes that, sudjees 30 the
approval of the Yederal Heserve Board, the Executive Commitiee
bo suthorized to purehase, for asosunt of sush Fedexal Reserve
banks as dssire to participate, wp to $120,000,000 of Govermment
mza«.ummummumuuw
u,uumnmmwnnuu--mmma.

?xts-mmnmmﬂntmm
ditions in this cowntry amd throughout the world are now sueh
that 1t is ocssential that the System he prepared prompily te Steke
whatever further proper steps are in its power to sncoursge or
facilitate & Tesovery in cenditions as soea as it appears 1ikely
that sush steps will de effestive in accomplishing this purppse.”

faremce, the Boerd stated that 1% was in sccord with the position ef the Comfer-
ence as expressed in the seccnd parsgraph of the sbove resolutien, that it was
pfcparcd to give favorsble comsideration to any open merket proposal er progrem
“dosigaed S0 improve matters im the existing sconcmic and fimamoial exigemey and
to sccelerate Wusiness resovery,” tﬁtmmmwu'mropnau
and valid objeetiwes ia determining the sharester amd scope of opem market opere-
tioms of the Yedersl Deserve System in the pressut extreordinary ead depressed

state of dusiness,” and that 1%, therefore, "gives a geseral spproval to the con-
templated purchass of Covermment seeuritiss for System sccount, amd in order that
:tmummummmmmmnuamuwmq«
purehess, 1t has suthorised the Govermor of the Board, watil sush time as the
matter of open market polisy shall de yeviewsd and further ccasidered, to set in
xnumﬁamumm«umumnw.m.m«
Covermmens sesurities as fixed in the Recosmenéation of the Comferense.” The

| lettob further stated that "the Board ia suthorizing the Govermer o exsrcise
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"1%e approval with regard to sales of open market securities acquired for System
agocunt. Im the event that conditions should take such a turn as to make sales
of securities from System account advisable, in the judgment of the Executive
Committee of the Conference, the Board would wish to consider the matter."

Following receipt of Govermor Calkins' telegrams of Oatober 20 amd 21
suggesting that the Board authorize the sale of securities from the Open Market
~Account, the Board, at the meeting on October 22, discussed the matter, and 1t
was developed as the feeling of the members present that, if recommended by the
Exscutive Committee of the Open Market Polioy Conference at its meeting on
October 28, they would bhe inelined to approve the sale of securities or to allow
maturities to run off to the extent of $120,000,000, and it was the understanding
that Governor Meyer would communiocate the feeling of the Board in the matter to
the Executive Commuittes at the time of its moeeting.

At the meeting of the Executive Committee of the Conference, it was
voted:

"That while for the moment there is no oc¢easion for a

reduction in System holdings of govermment securities, that by

reason of the views expressed by a number of governors favorable

to a sale of govermment securities, and because of the possidility

of changes im the oredit situation which might make sales desirabdle,

the vommittes ask the Federal Reserve Board to give the exescutive

committees the sams leeway with respect to sales of government

sesurities as it now possesses with respect to purchases as

recommended by the resolution of the Open Market Policy Conference

om Augus$ 11."

Informal discussions at meetings of the Board, following receipt of the
mizutes of the meeting of the Executive Committee of the Conference, indicated

that the members of the Board were /n:t\dinpoua to grant the authority requested, %*““

\
but no fomal action has been taken up to the present time.

SRC/RMM/aew
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TEL |
FEDERAL REYERVE BOAR
LEASED WIRE SERVICE T M £+ C_:(
_ WASHINGTON s o T4 L, T
éﬁ57£e? November 17, 1931. B
Curtiss- Boston Stevens - Chicago
Case -« New York Wood - St Louls
Austin - Philadelphia Mitchell - Minnespolis
DeCeamp~ Cleveland McClure - Kansas City
Hoxton- Rickmond Walsh - Dallas
Newton - Atlanta Newton = San Francisco od
TRANS NO._1410 For your information the following telegram is being sént

today to all Bovernors QUOTE Board suggests that Conference of Governors and
Open Market Policy Conference be held in Washington begining November 30,
Conference of Federal Reserve Agents not being called because there sesms to
be a general feeling that in present circumstances it would be preferable not
to have both Chalrman and Govern:r leave their posts at same tine., Please
wire whether proposed date agreeable UNQUOTE,

MEYER
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For CIRCULATION L ccnaaen D
Me, Homlin_._ __ K: _________
Mr, James. . ¥ e pimeman -

FEDERAL RESERVE BANK W
oF NEWYORK 7 A TP V. f—

Ml oo e e e s

Please ncle-initial

October 50’ 1931, and retusn to GOVEIHOR,

Dear Governor ileyer: od
I think you may be interested in the enclosed

copy of Governor Seay's letter of October 28, and my

Very/ truly yours,
GeoXge L. éarrl: son;

Governor

reply of the 29th.

Hon, Bugene iieyer,
Governor, Federal Reserve Board,
Washington, D. C,
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FEDERAL RESERVE BANK
OF RICHMOND

dctober 28, 1931.

Dear Dr. Burgess:

We thank you for your letter of the 27th sending us a copy of
the minutes of the meeting of the Executive Committee of the Open Market
Policy Conference, held at your bank on October 26, and a preliminary memo-
randum on credit conditions submitted to the Executive Committee at its
meeting.

We have tentatively considered the conclusions of the Executive
Committee, and are frenk to say that, while these conclusions are reasona-
ble and we know are intended to meet the situation as far as it can be met
in an equitable manner, the whole plan of operation of the Open Market Poli-
cy Committee, or Conference, leaves much to be desired and in my opinion
calls for further consideration. We hardly think that any Federal Reserve
Bank would be willing to abrogate its independence of action and as a con-
sequence be placed in a position, according to the language of the report
(first paragraph, page 5) of having to "offer participation in these bills
and securities to the other banks with the understanding that those whose
reserve position is such as to enable them to take bills and securities
should cooperate to the fullest extent possible.”

In my judgment, if the Open Market Policy Conference is to be pre-
served a more binding plan, automatically operative, will have to be devised.

Very truly yours,

GJ38-CCP
(Signed) GEQC., J. SEAY,
Governor.

Dr. #. Randolph Burgess, Deputy Governor,
Federal Reserve Bank of New York,
New York City.

ederal Reserve Bank of St. Louis
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COctober 29, 1931.

Dear Govermor Seay:

Ur* Burgees hue shown me this morning your letter of October 8B, sfcich
crossed In the mil wy letter of yésterday on the sare subject.

Of course, tre difficulty lies ia preserving freedom of action for the
hyris> who would take o w  bills and securitise, as well as for the banks ti might
have them t sell, and neither one naturally wishes to abrogate carpletely 1t own
right of decision In any case. In response to our earlier telegranwe hve com-
munications free a nunber af Reserve banks that they did not desire a plan shich
would appear to abrogate the authority of their directors. Moreover, it is dif-
ficult to neke any plan campletely automatic, and whenever judgrent is necessary
soneone must exercise that judgsmt. The comittee has been reluctant to assune
too great responsibility, and desires to leave to the directors aft management of
the several Resenve backs the niftTissam of choice consistent with the maintenance of
a System policy*

¥b» difficulty you raise, of oourae, is inherent in our opan market organ-
isation «hich, in the nature of the case, has to be a little informal. Frmctleally
speaking we do not anticipate any difficulty# In this bank we are, of course,
prepared, so 1™g as we are able to do 00, to ans to 'Ue aid of other lies"ne banks
whenever that appears to be necessary. But apart from the willingness of other
banks to do likewise the Federal reserve Hoard, of course, has the power under the
&*t to arrange rediscounting between Federal reserve banks so that in the final
analysis each bank ie sure of protection. In the meantime it is our belief that
the plan suggested, while it may appear a little indefinite, IS best adapted to
preserving the rl&ts of the several Reserve banks, while at the seme time assuring
protection to all and a coordinated System policy.

¥ery iruly yours,
Gsoxge L. Harrison,
Governor.

Mr* George J. *euy,
Govermor, Federal Beserve Bank,

é&ichmad, Virginia.

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK PR

oF NEwWYORrRK

October 29, 1931,

Dear Governor Meyer: pﬂs::

At the meeting of the executive committee of the Open Market

Policy Conference on Monday, October 26, at this bank, the following

motion was passed:

"it was moved and carried that while for the mo-
ment therz is no occasion for a reduction in System
holdings of government securities, that by reason of
the views expressed by a number of governors favorable
to a sale of government securities, and because of the
possibility of changes in the credit situation which
might maeke sales desirable, the committee ask the Fed-
eral Reserve Board to give the executive committee the
same leeway with respect to sales of government secur-
ities as it now possesses with respect to purchases as
recormended by the resolution of the Open Market Policy
Conference on August 11."

The reasons for this motion are, I beliave, evident in the

minutes of the meeting which have already been transmitted to you,

and I believe that you were yourself present at the meeting at the time

the motion was passed.

I should be glad if the Board would give consideration to this

|

recommgndation.
|
|

%
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Very ,truly yours,
o e

eorge L., Harrison
Governor
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Form flo. 18

Office Corresponde. ce” == Date. vstobat. 22. 131
To___ Governor — Subject 33 ‘7’ < “/

From Mr. Morrill

@w) ero 2—8495

At the meeting of the Board this morning, during the discussion of the
advisability of approving sales of securities from the open merket account,
it was developed as the feeling of the members present, that if recommended
by the Executive Committee of the Open Market Policy Conference, they would \A

be inclined to approve w
fo. to the extent of $120,000,000, and you stated that you would cormmnicate

threTeelIng 0f tho BO0ard in the matter to the Executive Committee of the

Conference at its meeting on Monday.
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Form. No. 131

Office Corresponde. ce = == Late. vetober 21, 1961,
__ Subiects s
o Governor leyer . ubject:_ .

From ___ My, MoClelland : B

sro 2—8495
. /52“ PV t.i

At the meeting of the Board this morning following discussion of the
subject of the attached telegrams from Governor Calkina, it was the feeling
of the Board that a meeting of the Opsn Market Policy Conference should be
held at as early a date as possidle. You stated that you would taks up the
matior of a full conference meeting at the time of the meeting of ita
sxesutive committee in New York on Monday.
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“CLEGRAM |
= ’%?C;'/
FEDERAL RESERVE SYSTEM
(LEASED WIRE SERVICE)
-B8gb RECEIVED AT WASHINGTON, D. C.
SanFrencisco Oct 20 32°p,m Oct 21
Gov Meyer,
Washh
\
Referring answering mine of yesterday I considzr

prompt attention to this matter essential and am advised that
executive committee of Ompec will meet next Monday which in view
of the tight situation which is imminent if not here does not
satisfy me. I received following wire from Governor Harrison
dated yesterday QUOTE: In view of the reduction in amount of
free gold and in reserve ratio which is affecting the several
Reserve Banks somewhat unequally it may be desirable to take
steps which will protect the position of all banks and avoid too
graat fluctuation in these figures, In view of hesitancy on the
part or some OF thHe OtN3TR banks to perticipate in repurchases
of governments and or bills unless absolutely essential, it
occurs to us that it would be advisable promptly to set up

some procedure whereby some one central source or committee

will have figures available daily for each federal reserve bank
and some more,or less definite authority to make adjustments
from day to day as occasion arises. With that in mind would

it be agreeable to you to prefer this task to the executive
committee of the open market policy conference in order that
they may perhaps appoint a subeommittee to watch the situation
and handle it from day to day. We see no other practicable way
of satisfactorily meking adjustments which mey be nceded. unguote,

snd send following reply dated today quote:we wou%ilzz’disposed

DigifiZ A RASERnca: e 2—11901
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“=LEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)
RECEIVED AT WASHINGTON, D. C.

a2 meeting in Newyork on monday next to discuss setup of adequate
machinery to handle applicaetions from individual reserve banks.

In the meantime in view of general reluctance of many of the
reserve banks to increase their holdings of govsrnment secutities
it is suggested that any reserve bank desiring to improve its
reserve percentage advise us promptly of the amount of bills which
they would like to have us offer for participation & by othsr
federal reserve banks the general sentiment being that ad justments
of reserve percentage should be made through a resale of bills
rather than through a resale of governments, I am sending

similar telegram to all govsrnors pending meeting of executive
committee on monday next uncuote,

Calkins.

925am

.ightizsd-i@x-FRA&Eﬁmm 101 2—11001
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Form 148 A

FEDERAL RESERVE BOARD
LEASED WIRE SERVICE

WASHINGTON

The telegram given below is hereby confirmed.

Ootober 20, 1931.

Calkins « San Francisco

1oden [ 3)
Yo telegren{ re possible sales from system open market account will be
brough attention of executive committes of Open Market Policy Con-
fersnce, as contemplated in last séntence of Board's letter August 18th.
You will be advised later.
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~SLEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.

19g m
Sanfrancisco oct 19 427p oct 20
B LA

Governor Meyer
Washn od

In view of recent trend in situation of federal Reserve Banks "A" as
to free gold "B" &s to reserve percentages "C" as to restricted
merket for governments which will be further narrowed by advancing
rates board might give consideration to reversal of its action taken
August eighteenth on recommendetion of open market pdlicy conference
when the Board said quote Board is not authorizing governor to
exercise its approval with regard to sales of open market securities
%@uired for system account unquote May I have your views by wire

or will you telephone me between twelve and one your time Tuesday ?

);
__________"‘"? / i/f 915a

D@EIZ{QQWTER&SERI 1928 2—11601 40 . éf;;‘a /i:?/ﬁda/‘g/
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Form No. 131 ;

s FEDERAL RESERVE '_:‘Jﬁ/ 5 - » C -./
Office Correspondence =+ Date_fugust 25, 198
To_ . Mr/::James‘W, Subject:

From ____ #r. MeClelland -

aro 28495

At the meeting of the Executive Committee on August 20th, Jir.
Miller referred informally to the advice contained in a letter ad~-
dressed to the Board under date of August 13th'by Governor Harrison
of the Federal Reserve Rank of New York, that while the need for the
purchase of $50,000,000 of Government securities authorized by the
New York Directors and made on August 10th and 1lth occurred too
rapidly to secure its execution under JSystem authorization, he has
written to all Federal Reserve banks offering them participation to
be carried in their independent accounts rather than in the System's
special investment account.

He stated that entirely apart from the fact that such a distri~
bution of purchases made by the Wew York Bank is outside the provisions
of the open market procedure set up with the approval of the Board, it
seemed clearly also to be contrary to the intent of the Federal Reserve
Act in that it was tantamount to & rediscount oneration by the Federal
Reserve Bank of New York without any participation by or authorization
of the Federal Reserve Board., He stated that it was & step in the di-
rection of pooling the reserves of the Federal Reserve System for the ?é/
disposal of the New lork Bank without any System policy covering such
e move. He suggested that serious consideration of this angle of the
matter be given by the Board,

Mr. Miller also expressed the opinion that the same question arose

in connection with the participation of the other Federal Rheserve banks Vol
in the foreign credits arranged through the New York Bank. He said that
he thought the matter of participation by all banks was one to which the
Federal Reserve Board should give consideration in each case,as some of

" the Federal Reserve banks have serious problems of their own to deal with
in the face of which they may find it necessary on occasions to transfer
their participations in the foreign investments to the other banks.

In connection with the ekowe matter first referred to above, the
following is quoted from the weekly letter addressed to the Board by
the Federal Reserve Bank of New York:

*During the week we offered to the other Reserve Banks
participation in the $50,000,000 of governments acquired by

us last week, but up to the present time none of them has

expressed a desire to participate. Most of the banks indi-

cated as their reason that they did not wish to weaken their
reserve position.”

FOR IEFCKSATISS OF GOYERNOR /
and Retom 1o ALacAt L i
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kogust 18, 1931,

Dear Covernor Harrisont

Tha Mnno{dmcmmwmmmW
mendation’ of the omhmut Policy Conference held Augst 11, 1931,

I am desired to advise you that the Board 1s in eccord with the
position of the Conference as sxpressed in the following statements

"It is the opiniom of the Conferemoe that ecomamio
sonditions in this ocountry and throughout the world are
pow such that it is essential that the System be prepared
praptly to Sale whatever furthexr proper steps are in its
power $o ancourege or fasilitate a recovery in conditioms
a8 soon as it appoars likely thas such steps will be effeotive
in sscaplishing this purpose.” _
In eonsequence, the Bomxd is prepared to give favorabls oonsidera-
. tion to any open market proposal or prorem which is designed to irprove
matters in the exiwsing economic and financial exigency and to accelerate
business recovery. The Board regards these as appropriate and valid ob~
Jjootives in determining the charecter and scope of open rarke$ operations
of the Tederal Reserve System {n the present extracrdinary and depressed
state of buainess,

The Board, therefore, gives a general approval to the contemplated
purchase of Government seourities for System accouns$, and in erder that it
may be prepared %o act pramptly on the ocurremt applicatiom of this polioy
of purchase, it has authorized the Gowernox of the Board, until such time
as the matter of open maricet poliscy shall be reviewed and further oonsidered,

wmfmzhbmrﬁthmiwmpum of an aggregate amount of
Digitized for FRASER
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i $120,000,000 of Governmmsnt socurities as fixed in the Recamondation of

\ the Conference. mmu@mwmmmwmm %
its epprovel with regard to sales of opan market scouritiss acquired for
Systen account. In the event that oconditions ahould take such a turn as

$0 make salesa of securities frum System account advisable, in the judgment

sider the matter,

|

I

|

i

' of the Exeoutive Oomittee of the Confervnoe, the Doard would wish to cone
Very truly yours,

Eugens lisyer,

Mr. Goorge L, Harrisen,

Chairan, Open Maxrket Policy Confexrencs,
¢/0 Yederal Reserve Bamk,

Hew York, No Y
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FEDERAL RESERVE BOARD

WASHINGTON

OFFICE OF GOVERNOR ARy s

Digitized for FRASER
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Dear Governor Harrison:
The Federal Reserve Board has considered the Report and

Recanmendation of the Open Market Policy Conference held Augnst

.11, 1931,

I am deasired to advise you that the Board is in acecord
with the position of the Conferemce as expressed in the following
gtatement:

"It is the opinion of the Confersmnce that economic
conditions in this country and throughout the world are
now such thet it is essential that the System be prepared
pramptly to teke whatever further proper steps are in its
power to encourage or facilitate a recovery in conditions
as soon as it appears likely that such steps will be effect~
ive in scecomplishing this purpose.™

In consequence, the Board is prepared to give favorable

consideration to any open market proposal or program which is

designed to improve matters in the existing economic ami financial

el bl A
exigency and to s business recqQvery. The Board regards

»

these as *'mtivea in determining the character and
scope ,0f open nf:it operations %the Federal Reserve System in
the%:tf:gijepresaed state of business.

TndBoard, thererore, gives a general approval to the con=-
templated purchase of Government securities 'ror System account, and
in order that it may be prepared to act promptly on the current
application of this policy of purchase, it has authorized the Governor
until such time as the matier

of the Board
/)

of open market policy& be reviewed and further considered, Wik

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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purshagesa(fixed in the Recommendatibn of the Conference. The Boerd

is not authorizing the Govermor to exercise its approval with regard
to sales of open market securities acquired for System account. In
the event that conditions should teke such & turn as to make sales
of securities from System account advisable, in the judgment of the
Executive Committee of the Conference, ‘Eﬁ/ Board would wish to con-

sider the matter.

Mr. George L. Harrison,

Chairmsn, Open Market Policy Conference,
e¢/o Federal Reserve Bank,

New York, N. Y.
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Sub ject: Cpean Harzet Policy Conference
Report ané Recommendation
ftugust 11, 1921,

% drad Mah‘{&

The Forrd has considered the Revort snd Recommendation of
A
the Cpen .lerket Policy Conference held Aucust 11, 13Z1.
I ar desired to sdvise vou that the Bosrd is in sccord

with the position of the Conference 2s exvressed in the following

statement:

-m%%ﬁﬁmm;w&
Lo %hg approyal of the Federal Reserve Board the Exgc—
fi‘v?kitt o o . - Lote o NG

34 buBa ?’5 “‘a‘ésfre 5 'oertielpat
i 3,008, 00 of . tiee, I1f and ..
70 7 i :““,a,.w;:-essarﬁ”or adfléﬁb&e» b4, 50, or if

- necesseryor-atviinilg~te--eell.up .to.a.sinilar. aﬁ?ﬁﬁf”J

"It ic the opinion of the Conference that economic
conditions in this country amnd througshout the world =are
now such that it is essential that the System be prevered
promptlv to toke whatever further proper steps are in
-its power to encourage or facilitate 2 recovery in con-
é¢itions as soon as it avpears likelv thet such steps will
be effective in accomplishing this purpose.”

In consequence, the Boerd is prepered to give fevorsble con-
gideration to any open merket proposal or program which is designed
to improve matters in the existing economic and financial exigency
ané to stimulate business recovery. The Board regerds these as
legitimate objectives in determining the cheracter end scope of open

market operations by the Federel Reserve System in the present de-

pressed state of & - ; ' .

e Bogrd, therefore, zives o genersl approval to the con-

templated purchase of Government securities for Syvstem account, and
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in order that it may be prevpered to act promptly on the current appli-
cation of this policy of purchase, it has authorized the Governor of

the Board, for end on its behelf, to exercise its approvel with respect
to the samount of $120,000,000 of purchases fixed in the Recommendation
of the Conference, g:ﬂ(?ntil such time &s the matter of open market
policy should be reviewed end further considered) The Board is not
authorizing the Governor to exercise its approval with regerd to sales
of open market securities acouired for System account, uwsder—thre—ouwtirer—
isebion-piven-in. 18, .general. spprovelof-the ReC¢TIHERIATIBH 0T "tHE Conm
fopenew. In the event that conditions should take such 2 turan as to-

make sales of securities from System sccount edvisatle, in the judgment

rustie gie’s A
of the Executive Committee, the Board would W1sﬁygézﬂﬁékﬂﬂﬁi$ 48r,

cons idereb-in—oonterence—of—bire~Pneenhive~couniliac With 1t. . -

A. C. M,
A ugust 13, 1931.

1
1
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/ TELEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE) P -
105bs RECEIVED AT WASHINGTON, D. C. Wi He 3/
Ne®York 155p Aug 13
QR
Board

Washn &62:/”

Following will confirm resolution of the Open Market Policy
conference August 11 transmitted orally to the Board by Governor
Harrison Quote It is the sense of the ‘conference that subject

to the approval of the Tederal Reserve Board the executive
committee be authorized to purchase for account of such Federal
Reserve Banks as desire to participate up to $120,000,000 of
Goverment securities if and when it becomes necessary or advisable
t0o do so or if necessary or advisable to sell up to a similar
amount itlis the opinion of the conference that economic conditions

in this country and throughout the world are now such that it is
essential that the system be prepared promptly to take whatever

further proper steps thaﬁjare in its power to encourage or facilitate

a recovery in conditions as soon as it appears likely that such

Digitiy, @ Gobmseimis printiiacemon: 1518 2--11601 V . - - L
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TELEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

sheet 2_,105‘bs RECEIVED AT WASHINGTON, D. C.

steps will be effective in accomplishing this purpose End Quote
Burgess

101pm

V. 3. GOYRRNMENY PRINTING SFFICN: 1926 2--11001
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August 135, 1981,

Ceorge L, Harrison, Feq.,
Governor, Federal Reserve Baxk,
Few York, K. Y.

By dear Covernor Harrison:

Upon the return ef lr, Miller and myself to Washingtom on
Tussday, August 11, I reported to the Federal Reserve Board the
suthorisation granted on Mondsy by the Exsoutive Committee to the
officers of the Fedarel Reserve Dank of New York to purchase up
to $50,000,000 of United States Govermment bomds with a view to
offsetting the retirsment of o apyroximmtely equal smount of
Treasury b1ill holdings which ware meturing this week in the
sccount of the Bank of France, resul ting im withdrawing currency
fron the money market,

I bad previously indicated to you that the attitude of the
Federaul Reserve Board at this time was sympathetiec and favorabls
%o the purchase of United States GCovernment securities and on
this acoount I knew when 1 heard the matter discussed at the
mesting of your Exemutive Commiétes that the Federal Reserve Board *
was sympathetie to the purchase suthorized by your Bank , entirely
apert from the pesulisr cireumstences which prompted your Zxecutive
Committee to aetiwithout delsy.

ederal Reserve Bank of St. Louis -



Tese purshases by the Yederal Reserve Bank of New York
mapmnﬂby;u!uml Reserve Board.
Very tmly yours,
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form No. 181. —
o FEDERAL RESERVE v A =

Office Correspondeuce =~ == Date._Anguat 14,3 93,5“{_

To ___All Mambers of the Beard Subject:

Fr MeClelland [ B

At the meeting this porning there was ordered circulated the
W the Governor of the Federal Reserve °

() v regard to the purchase by that dank, under suthority from
its exscutive committes, of $50,000,000 of ymnt securities,

Governor Meyer
Mr, Hamlin / B

M. Millex
ir, James //
Mr, Magee

Mr. Pole atuero!
Please circulate promptly and return to this office,

E

]
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FEDERAL RESERVE BANK

OF NEWYORK s ""»"‘?Tfl __/

August 15, 1981, ¢ /i °

k Dear Governor Meyer:
ed

On Mondsy of this week the directors of this bank at their executive
committee meeting, at which both you and My, Miller were present, voted to
purchase $50,000,000 of government securities for the account of this bank to
meet an unusual situation which had developed in the money market, which seemed
to require prompt action. Two events operating together served to bring sbout
a sudden change in money conditions from those which prevailed during June and
July. .

The Bank of France, as you know, has been sllowing to mature bills
held for their account here and has been letting the proceeds accumulate in
- the Reserve Banks as free balances. This operation takes funds directly out
of the money market. Through this means foreign bank balances in the Federal
Reserve Bank had been increased to $152,000,000 by August 5, and this amount
of funds thus removed from the market. But on Monday last this amount was
suddenly increased by an additional $48,000,000 by reason of a maturity of
Treasury bills held by the Bank of France.

Simul taneously the closing of three small New York City banks, to-
gether with a group of four banks just across the river in New Jersey, resulted
in some uneasiness in the banking situation and heavy withdrawals of currency
from us amounting in the first ten dgys of August to about $75,000,000 net.
‘This situation, however, has since quieted down and about $25,000,000 of this
excess has been returned to this bank. '

ST IR TR o s e

As a result of these two events the New York City banks not only lost 4
all of the surplus reserves which they had been carrying for two months past but 1
were foreced to borrow more then $350,000,000, as well as to sell us considerable S |

amounts of bankers bills., WWW% ;o
repurchase agre ts amount of about $60,000,000. order % :

meet this situation and to prevent its injuriously affecting the money market ‘

~position and causing undue or sudden hardening in money conditions, that our 5 i

% rs " directors felt it desirable to act quickly in this purchase of securities. This 1
gm letter is merely to confirm the discussion which you heard at the meeting of our i

_ E directors. ‘ . ‘é'r
? o gg In accordance with this vote $50,000,000 of securities were purchased Aw N l
g - 7 <on Mondsy and Tuesdsy of this week, consisting largely of Treasury bills and > R
=+ i j“‘other short term issues. While the nsed for this purchase occurred too rapidly ‘
5 = :3to secure its execution under system authorization, we are writing to all Feder W -

Cj =7 Reserve Banks offering them partieipations to be carried in their independent A

j i3 accounts rather than in the system special investment account. Sy

g Very truly yours, |

L umo §/25/8 ) e L Hanceane

f
Honorable ene Mey . George L. & son,

er, _ ‘

Governor, Federal Reserve Board, , .~ OVernors /o p ;

Digitized for FRA : ! ‘ S f |
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Wy 11, 199 L)

Deer Governor Harrissni g
Governor Meyer has received and is bringing te

the attention of other senbers of the Board your
lgtter of 7th tting & copy of the vOW —
, Barket Polioy Conferemos at ite

meoting on Nednesdey, April 29th; elso & ocopy of &
memorandun report submitted by the Chatrman of the
Conferenves

It is noted that the formel minutes of the
meeting will be avallsble within & few days.

Very traly yours,

P e N, MeClelland,
Assistant Seoretory

Nre George L. Harrison, Governor,
Federal Renerve Bank,



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

ederal Reserve Bank of St. Louis S —— e S - - e — —_—

Reproduced from the Unclassified‘/ Declassified Holdings of the National Archives .

‘‘‘‘‘‘ S

DECLASSIFIED
Ruberi £0) 12850, 5.3

————
————,

e - e g e

£

FEDERAL RESERVE BANK

oF NEWYORK

May 7, 1931.

CONFIDENTTIAL

Dear Governor Meyer:

For your convenience in reference and in
order to confirm what I dictated to your secretary on the
telephone this morning, I am enclosing a copy of the
vote of the open market policy conference taken at its
meeting in Washington an'Wednesday, April 29, which was
read to the Federal Reserve Board at our Joint meeting on
April 30,

I am also enclosing for your information a copy
of a memorandum presented by the chairman of the open market

policy conference, which is referred to in the above vote of

the conference.

I am sending these documents to you now pending
the completion and distribution of the formal minutes of the
conference, which should be available in a day or two.

Very truly yours,

Lfongor,
egrge . Harris, R:QE'VED

Gov¥ernor.

Honorable Eugene Meyer, MAY ~ 3 1931
Governor, Federal Reserve Board,
Washington, D. C.

Enos.
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CONF IDENTIAL

ACTION TAKEN BY OPEN MARKET POLICY CONFERENCE AT ITS ‘
MEETING IN WASHINGTON ON WEINESDAY AFTERNOON, APRIL 29, 1931.

After consideration of the memorandum presented by the chairman,
and following a long discussion of the present business, banking, and
credit situations, both national and international, it was 4

VOTED that pending another meeting of the conference, as soon

——rt
as that may be deemed necessary by the Federal Resefve Board or the members (\j

of the conference, the executive committee of the conference should be =

authorized, if and when it appears to them necessary or advisable, to pur- :

chase up to $100,000,000 of govermment securities.
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¥ay 7, 1931

Mr. George L. Harrison, CGovernor, , é
Federal Resorve Bank, oo
New York, New Yorke

Dear Governor Harriaom:

Aa I advissd you over the telephone, the Federal Reserve
Board at its moeting thls morning oonsidered the repert of
aotion taken by the Open Market Poliey Confsrence, on April
29, 1831, reading as follows:

"After congldersiion of the memorandum presented

by the Chairman, and following & long disouseion

of the present business, banking and oredit sit-

uation, both national and Internationsl, it was

voted that pending another meeting of the Confer-

ence, a3 soon s that may be deemed necesusry by

the Federal Reserve Board or the members of the

Conference, the nxecutive Committee of the Confer~

enoe should be sutforized, if and when it appears

to tham necessary or advisable, to purshase up to

$100,000,000 of Government seocurities”.

The Board has voted to approve the request that the ixecu~
tive Comulttee of the Open Merket Foliocy Conference be authorised,
if and when it appears to them necessary or advisable, to purchase
up to $100,000,000 of Government securities,

Very truly yours,

Eugene leyer,
overnor
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Vote taken by Open Market Folicy Conference on Wednesday
afternoon, April 29, 1931:

"After consideration of the memorendum presented by the
Chairman, and following a long discussion of the present business,
banking and credit situation, both national and internaticmal, it
was voted that pending sanother m@éting of the Conference, as soon as
that may be deemed necessary by the Federal Reserve Boar% or the
members of the Conference, the Executive Committee of the Conference
should be authorized, if and when it appears to them necessary or

advisable, to purchase up to $100,000,000 of Goverrment securities",
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Form. No. 131

° FEDERAL RESERVE 3 3 3 '{ »l
- Office Corresponde..ce =~ = - <l
TG————W L >Subject:
From ___ Mr. MoCleiland o

In & telégrem, dated Fabruary 6th| frem the Chairmsa of
the Pedersl Resefve Bank of Ricimond, advice was given that the
Bask, for the presamt, will not partisipate in further purchases
of ncoeptances meds by the Opan Market Folisy Conferemes for Jystem
Aveounte

During & telephone emversation with Hr, Boxtom thia mowning,
1 made inquiry as to the resson for this astion and he stated that hia
Direstors unenimously felt that the bill rate of the System is too low
and that, under present comditions, the market should be allowed to
take any bills whish are offereds
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—COoPY

i
February 6, 1931. P e

Dear Mr. EHoxton:

At the meeting of the Board this morning,
there bveing no objection, it was noted with
approval from your telegram of Fehrmary 5th jthat
the Board of Directors of your bank, at its meeting
on that date, made no change in your existing
schedules of rates of discopnt and purchase,
It has also been noted that for the present,
the Federal Reserve Bank of Richmond will not ‘/
Participate in furthér purchases of acceptances 7
made by the Open Market Policy Conference for System
account, ,

EI

Very truly yours,

E. M; McClelland,
Assistant Secretary.

My, W, W, Hoxton, Chairman,

TPederal Reserve Bank,
Richmond, Virginia,.

ce: Mr, Smead,
Mr. Goldenweiser,

Digitized for FRASER 3 ‘3 2 ¢ (
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2 53¢

TELEGRAM gin
FEDERAL EESERVE SYSTEM, }\/ﬁ’b!
(Leased wire Service)

Received at Washington, D, C,

39rhot
Richuond 1220p Feb 5 1931
Meyer
Washington

Marsoon minimum rate on bankers acceptances last reported to
the Board is not changed but this bank for present will not
participate in further purchases of bills by open market committee

Hoxton

1220p

Without objection

. noted with appl
At Board Meeting,

e iﬂ? 4
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, FEDERAL RESERVE BANK

OoF NEWYORK

T T
AR
J

February 2, 1931,

SirB: ~ |

Receipt is acknowledged of your letter dated

January 29i 1951; addressed to Governor Harrison advising

that the Federal Reserve Board has voted to approve the

report submitted by the Open Market Policy Conference on

January 21, with the amendment referred to therein.

Very truly yours,

/AWM

W. Randolph Burgess
Deputy Governor

Federal Reserve Board,
Washington, D, C.

NRB .H _f"':ﬂ;’
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Form No. 131

3 . FEDERAL RESERVE, 32 3, g{?
Office Corresponde..;.e == Date s o et
To Gove}'no;' Meyer Subject:

Market Policy Conference, prepared in accordance with action taken
at the meeting yesterday, is satisfactory to you, it will be submitted

for approval at the next meeting of the Board.

L

DiHﬁ?ﬂ%ﬂ%ﬁéER Z‘Lh Z%&ldbéL{J T
htfpl//frdsef.stlouisfed.ofg/ v : @

Federal Reserve Bank of St. Louis
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Jamuary 29, 1931

Open Market ‘olloy Conferemse,
o/0 Podersl Reserve Bamk,
Jow York, New York.

Mr. George L. Harrisom, Chairmen, :"

Dear Governor Harrison:

The Podern] Reserve Bosrd has oonsidered the report submitted

by the Open Earket Poliey Conferonce on January Zlst, resding as
follawas
“The Conforence has considered the prelininary
memorandun submitted by the Chalrwan and hag reviewsd
business and oredit comditions es they now sppesp,
It is the sense of the Conference that in view of
these oonditions it aheuld de the poliey of the Sye-
tem to continrue an oasy momey policy in the best in-
terests of trads and commerve, It 19 the belief of
the Conference, however, that the sessoncl retum flow
of momey and credit and other fastors have tended dur-

ing recent wecks to make for an undue excess of funds

in the prinsipal money centers, It is, therefore, the ‘/\

opinion of the Conference that in these circumstances
£t would be desirabdle to dlspose of some of the System's
holdings of Governmant securities as and when opportunity

Y/
Q. e 3
igitized for FRASER ﬂ"‘é CO% ,
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affords itself to do o without disturbance or any
undue tightening of the money position. s/l
*It 1s understood that there shell be another

meeting of the Conference as scon as or whenever

oonditions in the opinion of the Conference or the

Pederal Reserve Board justify & reconsideration of

this policy.”
While the report was submitted subject to verbal or minor correstiom,
i1t is understood from you that the omly ohange to be made 't-.lw»1-1afglo___i!_~
_the elimination of the womd “"undue” wndersoored above,

In considering this repert, the Federal Reserve Board has zlso
taken into consideration the diseussion which followed its presenta-
tion at the joint meeting of the Open larket Polioy Conference and the
Board on Januery 2lst snd, in the light of that discussion, has voted
to approve the report with the amendment sbove referred to.

By Order of the Federsl Reserve Bosrd.

Very truly yours,

Es Ms MoClelland,
Assigtant 3ecretary
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CONFIDENTIAL January 21, 1931.

I3 ey &

e E'Efier‘f
The Conference has considersed the Pfﬂﬁﬂiﬁ?ﬂ;&%ﬁ’f?ﬁg# sutmitted ¢ M P

by the Chaimman and has reviewed business and credit conditions as they 56;2/~“3/

appear. It is the sense of the Conference that in view of these conditions

it should be the policy of the System to continue an easy money policy in _

the bést interests of trade and commerce. 'It is the helief of the Conference,

however, that the seasonal return flow of money and oredit and other factors

have tended during recent weeks to make for an undue e#cess‘of funds in the

principal money centers. It is, therefore, the opinion of the Conference

that in these circumstances it would be desirable to dispose of some of the

———

System's holdings of Government securities as and when opportunity affords
Pl

itself to do so without disturbance or any(ﬁnduq)tightening of the money

pos ition.
It is understood that there shall he another meeting of the Con-
ference as soon as or whenever ooﬁditions in the opinion of the Conference

or the Federal ieserve Board Jjustify a reconsideration of this policy.

(Subject to verbal or minor -
corrasction when minutes are
finally prepared)

Lo Wenitss

AT EXECUTIVE COMMITTEE
MEETING

JAN 29 1931
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January 21, 1931.

e (onference has oonsidored the rel iminary memorandum submitted
Chalrsen
by the B3EAL and has reviewsd business ond eredit conditions as they now

appear. Tt is the senase of the (onference that in view of these omnditions
it should be the roliay of the Systen to coatinue sn eagy money polley in the
begt interests of trade and commeros, Tt is the Lelief of the Conferance,
howsver, that the seasonal return flow of mno;?‘:rodit and othar facﬁﬂ
have tended during 38 rocent weelcs to ks for an undus excess of fundg
in the principal money cengjors. It is, therefore, the opinisn of the

: F AL
Conference I\*“ wuld be desiradle to dispose of some of the 3ystem's

_——

holdings of Government securities as and when opportunity affords itgelf
to 4o so0 without disturbance or any undue tizhtening of the roney positi-n.
1% 1s understood that there shall e anothsr peoting of the

Conference as #5018 as or whensver conditions in the sysmcsxxkas o-inisn

of the Conferiance or the Federal lescrve Doard justify a reconsideration of

this poliay,

Sulpd o rutef o e

muicc\ L %“{cu, mmﬁsﬂ e

fialy pfeed
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FEDERAL RESERVE BOARD
WASHINGTON

OFFICE OF GOVERNOR

Jamiary 15, 1931,

MEMORANDUM FOR THE BOAKD:

" Governor Harrison rang me up and told me that at the
meeting of the Board of the Federal keserve Bank of New York
held today it was decided to gradually dispose of almost all,
if not all, of the $491990,000 of bonds bought in December from

— T
one of the member banks, as the market could absorb them.

lle reported that money was very easy in the open market

and that acceptances were down,EQ,Al° short time dates and

that the Bank would redyce the 15 ate l/é tomorrow morning.'

Lot

£
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