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October 11, 1953,

Mr., W. Randolph Burgess, Secretary,
Yoderal Opsn Market Comzittee,
Federal Reserve Bank of New York,
Neow York, New York,

Dear Mr, Burgess:

o

Recelpt is acknowledged of your letter of October

4, 1933, adiressed to Governor Black, inclosing copies of

ST

e A 005 2

the revised ntmto- of the mwet -or the executive commit-
?Am.m_.{'j Mo, &,a{ﬁc

T 2.9-75%

tes of the Open larket Policy Conference on Juns 20

W
¢ e o

and of the Federal Opem Market Committee om July 20, 1935,

Very truly yours,

S0t
Seoretary.

*

FILE COPY
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FEDERAL RESERVE BANK; T L1933

oF NEWYORK

CONYIDENTIAL October 4, 1932,

Dear Governor Black:

1 am enclosing revised minutes of the executive g
——— caap e . ] o we £ -
S )i ;7" M‘J M,We.tﬁw ?} b I PR .

committee meeting of June 28 of the Open larket Committee

meeting of July 20, to be substituted for the preliminary
drafts which you have previously received.

Very truly yours,

’

W. Randolph Burgess
Secretary, Federal
Open Market Committee

Honorable Bugene R, Black,
Governor, Federal Reserve Board,
Washington, D. C,

WEB.H
encl,
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Mr. ¥, Randolph Burgeas, Secreiary,
Foderal Open Market Committee,
¥ederal Reserve Bank of Hew York,
New York, New Yorik,

Dear Mr, Burgess:

Reference is made to your latter of June 30, 1933,

addressed to Governor Blaek, with which you inclosed a oopy
of a tentative draft of the minutes or tho mcting of the
expsutive committee of the Open larht Polioy Conferencs, held
in New York c<n June 29, 1933,

Governor Blaek has requestsd me to advise you that

|

he has no suggestions to make as t0 changea in the draft,

Vary tmuly yours,

Chester Morrill,
mr.taryo
For Appravid

Gov. tiack B
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June 30, 1953.

Dear Governor Black:

‘Enclosed herewith is a tentative draft of the
minutes lo%wtié‘?ﬁ;fg.ng of the Executive Committee of the
Open Market Policy Confersnce held in New York yesterday,
together with copies of the Report of Operations and the
Preliminary Memorandum on Credit Conditions.

I should be glad to receive at your early conven—
ience any suggestions you may have for changes in these
minutas.

Very truly yours,

oot (Sorprnae

¥. Randolph Burgess
Secrstary, Open Market
Policy Conferance

Honorable E. R. Black,
Governor, Federal Reserve Board,
Waghington, D. C,

WRB/H
encl.,

Rk G 7/ ) / ’3
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mm.nmm Mm& FOR THE mmrrm cmmmm
Since open market purchases were resumed in the statement week begimning
May 17, the System cghased §139,000,000 of government.securities, These

purchases have not resulted in any increase in the total amount of Federal reserve

caredit outstanding, but, on the contrary, there has been a small decline due to
further reductions in member bank borrowing and the virtual elimination of the
System?s bill Holdings through maturities as shown in the following tabley

(In millions of dollars)

May 17 June 28 (hange
Use 8¢ securitios - = = = = = = = = « =« = 1,857 1,976 + 130
DISCOUNtE = = = = = = = = = = = = = = = = 330 215* - 115
Billg - = m = - = = e ecece=-o-= 78 g% - 70
Other securities = = - = = = « = = = = - = 5 _. 3* - 2
- 2,250 2,208 - 48

Total bills and securities = - - = -

*une 27

While the total volume of Foderal reserve credit has not incrocased
there.has, nevertheless, been an inerease in the cxtess resarves held by member
banks, The following table shows the excess reserves of the principa'i New York
Ci;by banks and all membor banks,

(In millions of dollars)

New York City All Member
May 17 84 311
" 24 166 376
" 31 111 335
Tune 7 89 358
" 14 125 410
w2l 49 349
* P8 70. estimated 475 estimated
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The general tendency toward an increase in excess reserves has been
due.prir.lcipally to a return of cuﬁency from hoarding at the rate of about
$25,000,000 a week, despite additioz}al requirements for currency due to increased
business activity and higher prices,

The diminished excess reserves in New York and increased excess reserves
in other centers is due to a transfer of funds out of New York following the enact-
ment oi_\‘ the Glass Bill providing for the termination of interest 6n deman;l de~
positse After the passage of that Act New York City banks lost $420,000,000 of

 demand deposits, of which about $215,000,000 consisted of deposits of out=~of~town
banks. Therc has been some evidence Of cessation of these withdrewals in the_
past few .days, though it remains to be seen whether they v‘vill be resumed again,
4 considerable amount of the funds withdrawn by out-of=-town banks, and other de-
posits as well, was employed by deposito::s in the purchase of government securi-
ties, bankers bills, or other sepurities,

Although the excess reserves in New York City have been considerably
reduced recently there has been no evidence of greater firmmess in money largely
because of continued large_excess reserves elsewherc and a tendency for deposi=-
tors to employ their money,

While the demands upon the money market may be expected to increase
somewhat over June 30 and the Fowrth of July holiday, a return flow of currency
is to be expected after that time, together with a reduction of Treasury balances

in the Reserve banks, It remains to be seen, however, what further shifting of

deposits may tske place.
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TENTATIVE HRAFT - SUBJECT TO CHANGE

CONFIDENT TAL

MINUTES OF MEETING OF EXECUTIVE COMMITTEE OF THE
COPEN MARKET POLICY CONFERENCE,
IN NEW YORK - JUNE 29, 1933

The meeting was called to order at 11:10 a, me, there being present

Governor Harrison, chairman, Governors Young and Fancher, and

Deputy Governors Hutt, McKay, and Burgess (secretary) and

Dre Jo He Williams (of the New York bank)

The preliminary memqrandum and the report of operations were distributed,
and after discussion accepteds

Governor Herrison reviewed recent open market operations carried On under
.actiop of the Open Market Policy Conference at its meeting on April 22, as modified
later, |

Governor Black entered the meeting at this point,

In a discussion of future policy Governor Harrison Indicated that with
the return flow of currency after the July 4 holiday it seemed pqssible that ex~
cess reserves might inerease to the neighborhood of $500, 000,000, A situation
would thus be created which would provide some justification from a technical poind
of view for tapering off purchases of government securitiess On the other hand
the psychological effect of the continuance or discontinuance of purchases needed
carcful consideration, particularly as thoy might be related to movements in the
foreign exchanges or any stcps which might or wmight not be taken toward stabiliza=-
tion of the dollar, The incrcase in prices and in business activity required
some continued support wmtil it became more firmly establisheds If the impetus
which has arigen from the instability of the dollar in foreign exchange should be
removed, it might be desirable to increase purchases of government securities, .in
accordance with the suggestion made by Governor Black at the meeting on May 23,
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There ensued a discussion of the desiradble policy to be pursued in the
current week, and at the conclusion of this discussion it was moved and carried
that purchases of spproximately $20,000,000 be made in the current week. It was
agreed that these purchases should be made for delivery on Thursday and Priday,
June 29 and 30, in order to p:;ovide the market with funds to avoid any stringency
over the end of the half year, It was also agreed that it would be unwise to reach
any definite decision beyond the current week because of the great uncertaintigs as
to the position of the dollar and other influences affecting business activitye.

Governor Harrison then reviewed briefly his discussions in Lgndon and
the present situation with respect to plans for monetary stadbilization,

There was also a discussion of the policy to be pursued in keeping open
licensed member banks, Governor Black stating that it was the Administrationts
policy to make the utmost effort to keep open all licensed member banks,

The meeting adjourned at 12:15 p. m,

We. Re Burgess,
Secretary.
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CONFIDENTIAL

REPORT QF .CPEVT MARKET OPERATIONS TO MEETING OF EXECUTIVE COMMITTEE
OF OPEN MARKET POLICY CONFERENCE HELD IN

FEDIRAL RESIRVE BANK OF NEW YORK, JUNE 29, 1933

At the time of the last meeting of the Exscutive COnmittee’or
the Open Market Policy Conference held in Washington on May 23, 1933,

the total holdings of United States Government securities in the System

‘Special Investment Account were - = - - - - - - -~ - - - §1,629,%99,500,

Under authority of resolutions adopted at the meeting of the
Open Market Policy Conference on April 22, 1933, later smended by tele-
grephic vote, approved by the Federal Reserve Board on May 12, and by
agreament of the Executive Committee, purchases of short~term United
States Government securities were made for the System Account, since the
May 23 meeting, as follows:
Moy 24 $ 25,000,000

Week ended " 31 28,000, 000
" * June 7 22, 000, 000

" " " 14 20, 550, 000

" n w8 22, 300, 000

" . T 28 20,900,000
Total Purchases $138,750, 000

These purchases increased the amount of total holdings in the System

ACCOUNt £0 = = = = = = = ~ = = = - = - - ===~~~ §,768,149,500,

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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Other transactions effected in the System Account since
the May 23 meeting consisted of

(1) Redemptions of $127,600,000 aggregate
amount of Treasury bills matured
May 24 to June 28 inclusgive, which
were replaced by purchases in the
market of a like amount of shorte
term issues of govermment securi-
ties.

(2) Exchange at maturity, by exchange sub-
scription, of $83,925,000 - 1 1/2%
cortificates of indebtodness
matured June 15, 1933, for a liko
amount of 3/4% cortificates of in-
debtodness due March 15, 1934,

(3) Exchange in the market of $27,000,000
aggregate amount of short-term
issues of government securities
for a like amount of other shorte
term issues of governmseni securi-
tiese.

(4) Sale to foreign correspondent of
$16,550,000 Treasury bills due
August 30 (to complete order for
$35, 000,000 Treasury bills matur-
ing not later than August 30) which
was replaced by purchasc in the market
of a like amount of short-tcrm issues R
of govermmont securitics,

Tho following is a statement of the issues of United States
Government securities held in the System Account on May 23, 1933,and on

June 28, 1933:
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May 23, 1933 June 28, 1933
Ues Se Treas, Bills due M 24, 1933 $ 41,000,000 § o}
o " " " " 31, 1933 17,500,000 0
U " " June 7, 1933 33,150,000 0
L " " " n 21, 1933 11, 350,000 0
" = " " " " 28, 1933 24,250,000 0]
" n " n t July 5, 1933 4,738,000 10,213,000
"on o " v w  1g 1933 %1, 000, 000 1,400, 000
LU " " " " 19, 1933 2,650,000 2,925,000
" ow " n LI 26, 1933 42,900,000 43,100,000
n o ou " " " Auge 9, 1933 7,500,000 7,500,000
" on " " T ) 16, 1933 7,500,000 7,600,000
"o " " " " 23, 1933 0 12,500,000
"non o on ) w n 30 1933 0 28,950,000
" ou " L " Sept. 6, 1933 0 18,500,000
"o . " " n 20, 1933 0 20,830, 000
non o " w w27 1933 0 19,270,000
1 1/2% Certe, of Ind, " June 15, 1933 83,925, 000 0
4 %" nom " Aug. 15, 1933 51, 655,000 62,405,000
11/4g, nooon " Sept. 15, 1933 200,533,000 187,433,000
3/4% " "o " Dec. 15, 1933 83, 454, 000 87,254,000
4 1fagy » mom " o 15, 1933 75,770,000 101,020, 000
3/ 49, » " " " Mar. 15, 1934 0 114,225,000
3 - 9 Treas. Notes " May 2, 1934 101,587,000 106,287,000
2 1/8% " n v Aug. 1, 1934 137,527,000 142,477,000
3 o " " " June 15, 1935 91,277,000 95,577,000
2 /e " " ppr, 15, 1936 75,337,500 113,987,500
3 1/4% " " " Auge 1, 1936 25,892,000 31,892,000
2 3/4% " * Dec. 15, 1936 61,743,000 72,943,000
3 g w " v Apr. 15, 1937 25,225,000 33,025, 000
3 1/4% » n " Sept. 15, 1937 36,750, 000 55, 650, 000
2 5/8% " " " Feb, 1, 1938 19, 570, 000 23,070,000
e ?/8% n " " June 15, 1938 0 2,500,000
3 1/2% First L/L Bds, of 1932/47 25,025, 000 25,025,000
4 1/4% n " 1938/47 29,000, 000 29,000, 000
4 1/44, Fourth ® ® " 1933/38 281,591, 000 281,591,000

$1,629,399,500 $1,768,149,500

Attached Exhibit "A"™ shows the holdings of govermment securities
in the S_ystem Account, by maturities, at the close of sach month during

1932"33.
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Participations and Outright Holdings of
United Stetes Govermment Securities

The Federal Reserve Bank of Dallas repurchased the $5,000,000
of its participation in govermment securities in the System Apcount
which had been tekon over temporarily into the Federal Roscorve Bank of

Now Yorkts psrticipation on Appril 28, 1933, as follows:

May 25 $2, 500, 000
Tune 16 2,500, 000
$5, 000, 000

Tho following is a statement showing the amount of each Federal
Reserve Bank's participation in the purchases made for System Account
since May 23, and in the total holdings in the Agcognt on June 28, 1933,
and each Federal Reserve Bank's holding ratio, i. ©., thoe ratio percentage
that each Federal Roservo Bank's holdings in the Account bear to the total
holdings in tho Account; also, the amount of each Fedaral Roserve Bank's

outright holdings of United Statcs Govornment seccurities at the close of

businoss Juno 21, 1933,

Participation in Poarticipation in Holding Qutright
New Purchases Total Holdings Ratios Holdings
Boston $ 16,194,500 $ 108,599,500 6 1/4% $ 705,450
New York 25, 655,000 629,165,000 35 1/2% 120,296,550
Philadelphia 5,717,500 139, 506, 000 8 4 3, 352,100
Cleveland 5,891,000 182,431,000 10 1/4% 0
Richmond 8,208, 500 56,357 , 500 3 1/4% 0
Atlanta 5,958,000 54,583,000 3 % 353,200
Chicago 48,106,000 241,821, 500 13 3/44 62,736,000
St. Louis 7,166,500 72,498,000 4 % 500, 000
Minneapolis 1,932,000 49,156, 000 8 3/4% 7,147,150
Kansas City 5,247,000 81,495,500 3 1/2% 171, 600
Dallas 0 38,939, 500 2 1/44 10, 000, 000
San Francisco 8, 674, 000 133,597, 000 7 1/2% 0
Totals $138, 750, 000 $1,768,149, 500 100 % $205,262, 050
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System Purchases of Bankers Accepiances
The amount of bankers acceptances purchased by the System,
since the May 23 mogbing, has been negligible and no purchases or

allotments wore made by the Federal Reserve Bank of New Yok,
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EXHIBIT "aA"

MATURITIES OF HOLDINGS IN SYSTEM ACCOUNT
END OF BACH MONTH - 1932-33

(In Millions of Dollars)

e e
Within "Within Within 3=5 Call=-
Six Per- One Per- Two Per- | Years Per-| able Per-

1932 Months cent| Year cent Years cent Inc, cent| Bonds ocent| Totals
Jan. $165 29 | § 355 63 S 355 63 - - 3212 37 3 5$7
Feb. 191 32 375 64 375 64 - - 212 36 587
Mar. 299 44 475 69 475 69 - - 212 31 687
Apr. 583 57 778 76 779 76 - - 239 24 1,018
May 716 51 1,058 7% 1,115 79 - - 290 21 1,405
June 744 48 1,106 71 1,173 75 64 4 322 21 1,559
July 733 45 1,098 67 1,167 71 132 8 336 21 1,635
Aug. 622 38 1,029 63 1,194 73 110 6 336 21 1,640
Sept. 606 37 998 61 1,170 71 134 8 336 21 1,640
Oct. 651 40 1,051 64 1,229 75 75 4 336 21 1,640
Nov. 765 47 1,046 64 1,227 75 77 4 336 21 1,640
Dec. 779 48 1,021 62 1,203 73 101 6 -336 21 1,640
1933

Jan. 644 41 903 958 1,107 71 116 7 336 22 1,559
Feb. 577 36 856 53 1,090 67 203 12 336 21 1,629
Mar. 709 44 856 53 1,090 67 203 12 336 21 1,629
Apr. 570 35 785 45 958 59 335 20 336 21 1,629
May 543 32 823 49 962 57 384 23 336 20 1,682
Jung 641 36 861 49 1,009 62 323 19 336 19 1,788
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Xr, ¥W. Randolph Burgess, Secretary,
Open Market Policy Conference,

c/o Federal Reserve Bank of New York,
New York, New York.

Dear Mr. Burgess:

Receipt is acknowledged of your letter of

June 28, 190.5, inclosing copies of the revised mine

4 ?M"“”( Pritvaatas 333.'(:. e
utes of the meating of the (Open larket Folicy Confore

ence on April 22, and of the meeting of the Executive
Committee of the Conference on May 23, 1933,
It 18 noted that while the last paragraph
of the minutes of the meeting on April {32 has bcen changed
somewhat, the last portion of the suggestion contained in
the Board's letter of May 18 was not adopted.
Very truly yours,

Slemad) Chactap Moy

Chester Norrill,
Secretary
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June 28, 1933.

Dear Governor Black: SR l P
Wk
&

'?AM&[ ﬂ‘*m n.{‘g},
the Open Market Policy Conference meeting held on April 2 33,~C " &

We are sending you herewith revised mmut.es of

22, 1933, ,and of the executive committee meeting held on

May 23, 1933, f Will you please substitute these for the

preliminary drafts previously sent you.

Very truly yours,

'W. Randolph Burgess,

Secratary, Open Market
Policy Conference.

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

Enc.

Ak Ao 7/9’/23
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Federal Reserve Bank, Sl
HW Yorkg K. Yu “? o {om
Dear Doctor Burgess:

I thank you for your letter of June 1, inclosing preliminary

draft of the mimutes of the Executive Committee of the Open Market
Policy Conference held in Washington on May 23. In response to your
request for suggestions, the following are submitted:

(n pages 1 and 2, where reference is made to the Federal Re-
serve Board's approval of the resolution adopted at the meeting of
the Open larket Policy Conference on Avril 22nd, subatitute the
following language for that now used:

Page 1t "Governor Harrison refarred to the fact that the
Federal Reserve Board's ap;roval of purchases of United States
Government securities by the Zxecutive Committee of the Opem Market
Policy Conference up to an aggrogate of 41,000,000,000 was broader
in scope than the resolution adopted at the last meeting of the
Conference on Anril 22, **e¥,

Page 21 "It was pointed out that this action, if aporoved
by the Conference, would enlarge the powers of the Comittee to
conform to the bBroader action of the Federal Reserve Board in ap-
proving purchases of United States Goverament obligations without
the limitation as to Treasury requirements®.

On paze 2, subatitute the following at the end of the last
canplete paragracsh, begiming immediately after the statement made by
Governor Youngs

=)\

I

>

e
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#Governor Black advisad the .eubers of the Committee that
he was inclined to believe that a larger amount of securities -
possibly $100,000,000 or $200,000,000 - should be purchased, when
there was more evidence of a real need therefor. He inquired
whether, if the present improvement in business activities and
prices should fall off seriously, the Committee would then be in
favor of heavy purchases of securities. Members of the Cormittee
expressed the view that they would be in favor of such purchases
under such circumstances. Governor Black then stated that in
consideration of the views expressed at this neeting, as to the
possible advantages of prompt action, he was agreeadble to the
proposal to buy 325,000,000 of securities this statement week,
with the understanding that, if need for more vigorous action
develons, such action will be taken promptly."

With my warm regards, 1 am

Sincerely yours,

GovETNOoT.

MM/ vmt

Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK

oF NEwWYORK
CONFIDENTIAL June 1, 1933,
Dear Governor Black: .
I am enclosing herewith glzellmmary drafft\ of the

minutes of the meeting of the executive committee of the
Open Market Policy Conference held in Washington on May 23,
together with tha secretary's report and the preliminary
memorandum which were presented to that meeting.

I shall be glad to have at your early convenience

any suggestions you may have for changes in these minutes.

Very truly youns,

ML
t. Randolph Burgess,

Secrstary, Open Market
Policy Conference.

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

Enc.

R
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TINTATIVE DRAFT - SUBJECT TO CHANGE

CONFIDENTIAL

MINUTES OF MPETING OF EXECUTIVE COMMITTEE OF THE

OPEN MARKET POLICY CONFFRENCE - MAY 23, 1933

A meeting of the Executive Committee of the Open Market Poli cy Conferenc;e
was called in Washington at Governor Mack's office on Tuesday, May 23, at 11 a.m.
There were present:
Governor Harrison, Chairman,
Governors Young, Norris, Fancher
and McKay, and
Governor Black.
Governor Harrison celled attention to the fact that because of Governor
Black?s appointment to the Federal Reserve Board; there was a vacancy on the
Executive Committee of the Open Market Policy Conference and that with the approval
of the other members of the Committee he had invited Governor Fancher to serve in
Governor Black's place pending another meeting of the Opon Market Policy Conference,
Governor Harrison then presented to the Committee the secretary's report.
of operations and a preliminary memorandum on credit conditions which was read and

discussed in some defail. Governor Harrison referred to the fact that the Federal

Reserve Board's approval of the resoclution adopted at the last meeting of the Open

Market Policy Conference on April 22 was broader in scope than the resolution it-
self, and stated that Governor Black had :@'equested him to take up with all of the |
members of the Conference in some sppropriate fashion the question whether or not
the authority given to the Executive Committee by the resolution passed at the
1§st meeting of the Conference might not be extended. After discussion it was
voted unanimously to be tho sense of the Exccutive Committee that the authority
given to the Executive Comitteg at the last meeting of the Conference, which

limits the right to purchase governmment securities, eithoer in the market or dirsct
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from the Treasury, "to meet Treasury requirements," should be amended so as %o
raemove thet restriction in order that purchases of securities may be made promptly
if in the judgment of the Committee such purchases are considered desirabls,
whother or not to meet Treasury requirements, Tt was pointed out that this action,
if spproved by the Conference, would enlarge the powers of the Committoe to conform
te the broadeor action of tho Fedsral Reserve Board in approv@ng the resolution of
the Conference without limitation as to Treasury resquirements,

Governor Black expressed himself as being in agreement with this action
by the Exccutive Committec.

The Committee then discussed the general situation in the light of the
preliminary memorandum with a view to ascertaining whether or not it would be
advisable to initiate some purchases of government seccurities at this time,

After discussion it wes unanimously voted thet the Committee should purchase $25
million of government securities this statement week provided a majofity of the
Open Market Policy Conference approved of the proposed extension of autﬂority to
the Executive Committee. Governor Young explained that his vote was predicated

on the assumption that the Treasury would approve this action, Governor.Black {
asked whether, if the present impfovement in business activity and prices should
fall off seriously, the Committee would then be in favor of heavy purchases of

sccurities. Mambers of the Committee expressed the view that they would be in

St apa v e

favor of such purchases in such circumstances, Governor Black said that he was

in favor of the proposal to buy $25 million securities this statement week, and

would be in sympathy with large purchases in the event that there is any notice-

able falling off in business improvement,

i

Governor Black advised the Committee, prior to the firnal action on the
resolution to purchase government securities, about proposed legislation to

sliminate the s¢-called gold clause from new issues of govermment securities,

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives " DECLASSIFIED |
Authority E Q. (050 /

He showed the Committes a memorandum prepared by the Treasury on this subject and
stated that the Preasury and Administration wers in favor of the bill, At this
point Secretary Woodin joined the meeting. Governor Herrison advised the
secretary that the Committee had voted to purchase $25 million of securities this
stat ement week, but that one of the members of the Comuitiece wanted to be in~-
formed of the views of the Treasury with respect to such a progream. Secretary
Woodin stated that he and the Treasury would have no opposition to open markct
operations, but he felt, as did a majority of thoe Cormittee, that there is no
necessity for Treasury approval of the proposal,

At the request of Governor Black each member of the Executive Committee
then expressed ﬁis opinions regarding: {1} the proposed open markct opcrations;
(2) the problenm of koeping open liconsed member banks; and (3) liberalization of
membership requirements in tho Federal Reserve System, During thc course of
‘this discussion it appeared to bz the unanimous opinion that one of the most im=-
portant problerns now beforc the systen is to devisc a procedurc or program for
keoping opeon all nomber banks which have beon liconsed to opone. To accomplish
this, either the Federal reserve banks should have some logal protection against
losses on account of liberol 10(b) loans made for the purpose of keeoping menbor
banks open, or else the Reconstruction Finance Corporation Act should be amended
80 as t0 meke it possible for the Re F. Co to n.dvanqe sufficient funds to keep
open any namber bank that had boen licensed to open. If this were done, and
membership requirements in the Federal Reserve System were liberalized, and prompt
action taken upon the spplications of sound state banks for membership, it was
felt that it would be possible adequately te take care of all sound banks either
through'liberal 10(b) loans by the Pederal reserve banks, or by loans through the
R. F. C. Governor Black reported steps which were being taken designed to handle
these problems, but stated that _thore might be difficulty in obtaining the

requisite amendments to the law,.
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During the course of the discussion it was pointed out that various
governmental agencies had substantianlly different yardsticks for appraising loan
values and that it would be helpful were a more uniform basis of appraising values
arrived at, There was also some feeling that the office of the Comptroller of
the Currency was becoming more strict rather than more libernal in the reopening
of closed banks and that the present regulations of the Federal Reservse Board re=
garding the ndmission of state banks to membership in the system are probably

more strict than present circuristances require,

George L. Harrison,
Chairman,.
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CONFIDENTIAL

REPORT OF OPEN MAWKZI OPEZRATIONS TO MGEETING OF EXZCUTIVE COMMITTEE
OF THE OPIN MARKZI POLICY CONFZRENCE HZLD IN WASHINGTON MAY 23, 1933

There has beenﬁgg}ehange in the asmount of total holdings of United

States Government securities in the System Special Investment Account since the

last meeting of the Open Market Policy Conference held in Washington on April 19,

1933, the total remaining @t = —= = = = = = = = = = = = =« - - - ~ $1, 629, 399, 500.

Transactions effected in the System Account since the report to the

April 19 meeting consisted of:

(1) Redemptions of %112,500,000 aggregate amount of
maturing Treasury bills and $50,000,000
2% certificatcs of indebtedness matured
May 2, 1933, vhich were replaced by purchase
in the market of $162,500,000 aggregate
gmount of short-term issues of government
securities,

(2) Exchange at maturity, by exchange subscription, of
$25,337,500 - 2% certificates of indebtedness
matured May 2, 1933, for a like amount of
2 7/8% Treasury notes due April 15, 1936,

(3) Exchanges in the market, of $38,559,500 aggregate
" amount of short-term issues of government
securities for a like amount of other short-
term issues of government securities,

The following is a statement of the issues of United States Government

securities held in the Systom Account on April 12, 1933 and on May 20, 1933,
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U, S« Treas, Bills due Apr. 19,
®on " " n " 26,
wonr o oom " v May 10,
non " " " " 17,
L " " " n 24,
" n ‘ " " " " 31,
LT " " ®  June 7,
wowoom " nooon 21,
n u " " " n 28,
nomon " " July 5,
LI " " " n 12,
" oow " n " " 1g,
L ) " " " " 26,
" on " " " Aug. 9,
n o on 7" 1 n " 16,
2 % Cort. of Ind, " May 2,
11/e6 n w w w Jype 15,
4 % " n n " Aug. 15,
1 ]_/4% n n on " Sept. 15,
z /4% " n on " Dec, 15,
41 /4% n n on n n 15,
3 - % Treas., Notes " May 2,
21/ 8% " n " Aug. 1,
3 % " " " June 15,
on /8% " n " ppr, 15,
31/4g n " " Aug. 1,
2 3/4% " " ‘* Dec., 15,
3 % " o * Apr., 15,
31 /4% " n " Sept. 15,
2 5/8% n " " Feb. 1,
3 1/2% First L/L Bds of 1932/47
4 1/4% " " " " 1932/47
4 1/4% Fourth » n v 1933/38

“DECLASSIFIED |
auhority £, /050

May 20, 1933

$

[oNeNoNe)

41, 000,000
17,500,000
53,150, 000
11, 350, 000
24, 250,000
4,738,000
31, 000, 000
2, 650,000
42,900, 000
7,500, 000
7,500, 000

0 .
83,925,000
51, 855, 000
200, 533, 000
83, 454,000
75, 770, 600
101,587,000
137,527,000
91,277,000
75, 337, 500
25,892, 000
61,743,000
25,225, 000
36, 750, 000
19, 570, 000
25,025,000
29, 000,000
281, 591, 000

2
April 12, 1933
1933 & 29,000,000
1933 1,100,000
1933 16,100,000
1933 36, 500,000
1933 41,000,000
1933 17,500,000
1933 33,150,000
1933 11,000, 000
1933 23, 550, 000
1933 0
1933 31, 000,000
1933 0
1933 0
1933 0
1933 0
1933 79, 397,000
1933 116,425, 000
1933 43,155,000
1933 200, 533, 000
1933 78,104, 000
1933 68, 670, 000
1934 97,025,000
1934 137,527,000
1935 90,477,000
1936 0
1936 12,050, 000
1936 27, 380,000
1937 24,150, 000
1937 32,750,000
1938 16,440, 550
25,025, 000
29, 000, 000
281, 591, 000
Totals 81, 629, 399, 500

$1,629, 399,500

On April 28, owing to the low reserve ratio of the Federal Reserve Bank

of Dallas, $5,000,000 of its participation in government securities in the System

Account was taken over temporarily into the participation in the System Account of

the Federal Reserve Bank of New York.

The following is a statement showing the amount of sach Federal Reserve

Bank?s participation in government securities held in the System Account at the

close of business May 20, 1933, and each Federal Reserve Bank's holding ratio,

i.0., the ratio percentage that each Federal Reserve Bank's total holdings in the
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3
Account bear to the total holdings in the Account; also, the amount of each
Federal Reserve Bank's outright holdings of United States Government securities

at the close of business May 17, 1933:

Amount of Holding Outright
Participation Ratios Holdings
Boston $ 923,405,000 5 3/4% $ 706, 050
New York 608, 510,000 37 1/4% 120,296,500
Philadelphia 133,788, 500 8 1/4% 3,352,100
Cleveland 176,540,000 10 3/4% 0
Ri chmond 48,149,000 3 % 0
Atlanta 48,625,000 3 % 24,400
Chicago 193,715, 500 11 3/4% 62, 836,000
St. Louis 65, 331, 500 4 % 500,000
Minneapolis 47,224,000 L3 % 7,043,650
Kansas City 56,248, 500 3 1/2% 171,600
Dallas 33,939, 500 2 % 10,000,000
San Francisco 124,923,000 7 3/4% 0
Totals $1,629,399,500 100 % $204, 930, 300

System Purchases of Bankers Lcceptances

The amount of bankers acceptances purchased by the System, since the

April 19 meeting, has been negligible and no purchases or allotments were made

by the Federal Reserve Bank of New York.,
Attached are exhibits showing:

"AM® - Classification of Issues held in the System Account
as of llay 20, 1933, and the percentage of each issue
held in the Account as corpared with the amount of
the respective issue outstanding..

"B" -~ Maturities of Government Securities held in System
Account as of May 20, 1933.

"C" -~ Approval received from Federal Reserve Board under
date of May 12, 1933, authorizing the executive
cormittee of the Conference to proceed with its
proposed purchases of United States Governnent
Securities up to an aggregate of $1,000,000,000,
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Classification ot _ss Held in tho Systam Accoun. as Jday 20, 1933
and +ho Percentasge of Tach Issue Held in the Account as
Compared gith the Amount of the Respective Issue Qutstanding
{000 Omitted)

Amount of Percentage
Amount of Issues Respoctive of Issucs
Held in System Account Issues Held to Amount
By Classification Qutstanding OQutstanding
TREASURY EILLS
U. s Trcasury Bills duc May 24, 1933 $ 41,000 $§ 60,074 68 1/4%
" woon 31,1933 17,500 100, 613 17 1/2%
non n " " Fune 7, 1933 33,150 75,216 44 %
L n " " n 21, 1933 11,350 100,569 11 1/44
"on " " n w28 1933 24,250 100,158 24 1/4%
non " " " July 5, 1933 4,738 100,096 4 3/4%
L " " " 12 1933 31,000 75, 733 41 %
now n " n o ]9, 1933 2,650 75,188 3 1/2%
nom " " ® w26, 1933 42,900 80, 295 53 1/2%
non " " " Aug. 9, 1933 7,500 75,067 10 %
non n n n w16, 1933 7,500 75, 442 10 A
TOTALS $223,538 $918, 451 24 1/4%
CERTIFICATES OF INDEBTEDNESS
1 1/2%'Cert. of Ind. due June 15, 1933 $ 83,925 $ 373,856 22 1/29
4 now " Aug. 15, 1933 51, 655 469,089 11 %
1 1/4% " L " Sept.l5, 1933 200,533 451,447 44 1/2%
3/4% n LI " Dec, 15, 1933 83,454 254, 364 32 3/4%
41/4% non n w15 1933 75,770 473,328 16 A
TOTALS $405,337 §2,022,084 24 1/2%
TREASURY NOTES
3 % Treas. Notes due Mey 8, 1934 £101,587 & 244,234 41 1/2%
21/84 v n " Aug. 1, 1934 137,527 345,292 39 3/44
3 %G n " " Tune 15, 1935 91,277 416, 603 22 %
2 7/ ¢ " " Apr, 15, 1936 75, 337 572, 419 13 1/49
31/4% v " " Aug. 1, 1936 25,802 365,138 7 %
2 3/4 » " "  Dec. 15, 1936 61,743 360, 533 17 1/4%
3 % " " Apr. 15, 1937 25,225 508, 329 5 %
31/4% v " "  Sept.l5, 1937 36,750 834,401 4 1/2%
25/8% " " TPeb., 1, 1938 19,570 277,517 7%
TCTLLS §£574,008  §5,924, 466 14 3/4%
LIBERTY LOAN BONDS
3 1/2% 1st L/L Bds. of 1932-47 g 25,025 $ 1,392,227 1 3/4%
41/a%, » w n w 1g32.47 29, 000 535,983 5 1/2%
41/46 n w wm nm 1933.38 281, 591 6,268, 095 4 1/2%
TOTALS $ 335,616 $ 8,196,305 4 %
GRAND TOTALS 81,629,308 415,061, 306 10 3/4%
T .

Total of all issues of Treasury Bills, Certificates, Notes and /B 4%1&3 outstanding
821,096,829, Percentage of issues held in System ALecount
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MATURITIES OF GOVERNMENT SECURITIES
HELD IN SYSTEM ACCOUNT AS OF MAY 20, 1935

SHORT -TERM ISSUES

Treasury Bills, Certificabtes and Notes

MATTRING WITHIN 1 YEAR

Within 3 months $359,118, 000
3406 M 200, 533, 000
6" 9 " 159,224,000
g " 12 " 101,587,000

TOTAL MATURITIES WITHIN 1 YEAR

MATURING 1 70 1 1/2 YEARS

MATURING 1 1/2 TO 2 1/2 YEARS

MATURING 2 1/2 T0 3 YEARS

MATURING 3 TO S YEARS

LIBERTY LOAN BONDS

First 3 1/2% Liberty Loan Bonds
" 4 1/4% " " n
(Due June 15, 1947
Callable on or after Dec, 15, 1933)

$ 25,025,000

29, 000,000

Fourth 4 1/4% Liberty Loan Bonds
(Due Cet. 15, 1988
Callable on or after Apr. 15, 1934)
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Exhibit "B™:

& 820,462,000
137,527,000
91,277,000
75,337,500

169,180, 000

£1,295, 783, 500

&

$ 54,025,000

281,591,000

1, 629, 399, 500
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Exhibit nCv

COPY OF TELIEGRAIUL

FEDERALAL RIEISERYVZEZ BOARD

WASHINGTON

May' 12, 1933.

Harrison -~ New York

The Fedaral Reserve Board has given careful consideration to
the resolutions adopted at the meeting on April 22, 1933, of the Open
Market Policy Conference, and has requested me to advise you that it
authorizes the executive committee of the Conference to proceed with its
proposed purchases of United States Govermment securitics up to an
aggregate of $1,000,000,000. In granting this authority the Board will
expect to be kept informed currently by the executive committee of its
progrsm of purchases and as to any dovelopments in the situation which
may affect the application of thc program. The Board will have the
whole matter of open market policy under constant review, and will ad-
vise the comittee of changes to be made in the program in order more
fully to adjust it to the requirements of the national situation.

(signed) CHESTER MORRILL
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Moy £2, 1955

PRELDINGRY RICRANDU ¥OR THS KXECUTIVE 004 ME oz —
THE OPER MARKE] ) -*-."‘r‘x'“_.z« m% }.935 ‘5‘?3’ c 2-

During the past month there has been a considerable further increase iu—*

business activity, a strong rise in comdity and security prices. and a rurther

imrovmént in the banking situstion, Indications of the extent of the riase in

business activity end in prices are given in the following table:

Par cent
1933 Low Latest change
Industrial production ~ = « = =« ~ - - = - 60 (Mar,) 66 (April) + 10
{rv Re Board monthly index)- _ ;
Merchandise gnd miscellansous carloedings 46,1 (Mar,) 54,1 (May 13) + 17
(¥ Re Bank of N, Y. weekly index) ,
_Wholesale prices of 285 commodities = « - 53,6 (Mar,) 63.2 (May 12) + 6
(. Re Board weekly index} '
Wholesale prices of 15 basic commodities- 78,7 (Feb.) 116,00 (May 18) + 47
(Boody*s daily index) _ ' :
Prites of 90 8t0cks ~ =~ - = = = - = = - = 43,9 (Feb.)  68.7 (May 20) + 56
{Standard Statistics Co. daily index)
Bond prices
U. S. GOvernment bonds = = - -~ - - - - 98,8 (Mar,) 102.6 {May £0) v 4
. {F. Re Bank of K. Y. average) ] : ,
. Ana bonds (Moody's avarase) -~ = === 97,8 (Apr.) 1083 (May 19) + 6
4 “ ~ = - - - 72,2 (ADT,) 80,7 " . + 12
3&&' L " L - om - “"' 53.3 (Apr.) 67.0 bl " + 26
B v (F. R, Bank of N. Y. average) - 31,1 (Apr.) 41.8 " " + 34

Stesl mill operations have considerably more than doubled since the bank
holidays and have risen well above a year previous for the first time since 1929,
Flectric powsr production aiso hss recently reached a level above that of a year
previous for the first time in about three years. The railroad movement of merchan-
dise is now closer to the level of the year previous then at samy time since the ’.
beginning of the dspregaiom Retail trade also has improved considerably. The
rmtively favorable comparisons with a year ago are due partly to the downwerd
czmrse of business & year ago, but, in gonea-al, buginess activity appoars to have
about regained the level of last sutumn, The principal industries which have not yot
shown a material increase in activity are those dependent. upon the investment of néw
cépltal, such as the bduilding and industrial equipment industries.

i

The rise in camwdity prices thus far has been largely in the besic cormodi

i

tfea such as grain, cottom, rubber, and basic metals, An index of 15 such .cormoditi
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is now nearly 50 per cent above the low point of the year, whersas the broad indexes
of wholegale cormiodity prices have risen only about 6 per cent, Bagic cormodity
prices have reached the highest level since the early auturm of 1931, while wholesale
cormodity prices in general renaln close to the lowest levels reached up to the end
of 1932, As a result, the gap between basic cormodity prices and the general level
of wholesale cormodity prices has been naterially :reduce»df During the past few
days a noderate resction in 9ommodity prices has occurred,

The Position of Member Banks,

The renewed publication of data on the loans and investments and deposits
of selected member banks in principal cities throughout the country shows that be-~
gides the substantial recovery in deposits and a renewed increase in loans and
investments in New York City, deposits in other cities have increased moderately,
and there has been some increase in loans and investments, reversing the tendency

of several previous months, These changes arc summerized in the following table:

(Millions of dollars)
Other Reporting

New York City Qities

Mar. 8 May 17 Mar, 8% May 17

Loans
On securities - - = = « = = = = - - - - 1,668 1,735 2,091 1,989
All other - = = = « = = = = = = =« =~ = - 1,453 1,617 3,098 3,080
Total = =« = =~ = = = = = = = @ = = = 3,121 35,352 5,189 5,069
Investments
Ue S. securities = = = = = = = = = = - - 2,186 2,378 2,241 2,556
Other securities - = = = = = - = = - = =« 1,105 1,117 1,886 1,874
Total = = = = = = = 0 = = = =« - = = 3,291 3,495 4,127 4,430
Total loang and investments - ~ - - -« - 6,412 6,84% 9,316 9,499
Deposits
Net demand = = = = = = = = = « = = = =« - 4,481 5,558 4,794 5,123
Time = = = = = = =« = = = = = = = =« = - - 749 692 3,496 3,579
Total = = = = « = = = 0 = = = = =~ 5,830 6,250 8,290 8,702

YWnpublished data
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The increase in deposits reflects to a considerable extent the return

flow of currency since the bank holidays, although a part has be‘en the result of
additional loans and investments. Funds received through the return of currenty
have been used largely to retire indebtedness at Federal Reserve Banlcg, but until

a mont_h ago there was also a fairly rapid increase in the reserve balances ofymanber
banks. Since the April meeting of the Open Market Policy Conference, however, the
growth of member bank reserves has been checked, although curroncy has continued tc
flow back to the bamnks., The reasons for this are indicated in the folldwing table:

(Millions of dollars)
April 19 to May 17

Gain (+) or Loss (-)

Gain or loss of reserve funds through =-

Reduction in currency outstanding = = = = = = - = = + 216
Reduction in "Preasury currency adjusted® - - - - - - 13
Increase in foreign balances in F. R. banks - ~ - - - 11

Net gain = = = = = = = = v = = = =« = - - - - + 192
Reduction in ¥, R, discounts = = = = = = =« = « - = - 84
Reduction in F. R. bills bought =« « « = = =« =« « = = - 131
Reduction in other F, R, credit = =« = = = = = ~ = = - 22

Net loss through reduction in F. R, credit- - - 237
Change in member bank reserves = = = = = = = ~ = = - 45

As this table shows, the reductich in Federal Reserve credit has proceeded some~
what more rapidly dufing the past month than the gain of funds to member bahks
from other sourees. As a result, member bank balances showed a net decline of
$45,000,000 during the past four weeks.

In addition there has been a fairly steady incresasse in reserve require~
ments, accompanying the expansion in member bank deposits. For all member banks
the increase in reserve requirements during the past month has been in the neigh=
borhood of $75,000,000. Consequently, excess reserves of all member banks, _whic_:h
a month ago were above $400,000,000, have since declined to around $300,000,000,
In New York City, excess reserves, which a month ago were around $200, 000,000, were
nearly wilped out at the beginning of May, and after a renewed flow of funds to Now
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York remain below $100,000,000.

Pr_ospécts for Ensuing Weeks.

During the two weeks ending May 31 most of the remaining dollar ac-
ceptances held by the System, about $65,000,000 will mature. The payment of these
bills at maturity will tend to reduce member bank reserves, and may result in in-'
creased offerings of bills to bill dealers, whose portfolios are now rather large,:
This might result in a temporary tightening of the money market,

In the week ending May 24 there should be a further return flow of cur-
rency to offset the effect of the decline in the System's bill holdings, and in
addition there will probably be Treasury expenditures of the free gold which has
resulted from making all forms of money legal tender. During the last week of May,
bhowever, there is usually some increase in the demand for currency for the monthe-
end and the Decoration Day holiday, which may add to the effect of maturities from

Federal Reserve bill holdings in reducing member bank reserves,

Foreign Exchange

A factor of some importance in the rise in prices during the past few
weeks has been the decline in the dollar relative to the principal foreign curron-
cies. This appears to have been effective in stimulating prices more because it
has seemed to indicate a decline in the vaiue of the currency unit of this country.
than because of any increase in the actual exports of commodities from this country.
In the case of wheat, which is eamong the cormodities that have shown the largest
price increases during recent weeks, exports have declined in volume, and in the
case of cotton the increase in exports has not been large.

The decline in the dollar relative to foreign currcncies appears to have
been the result chiefly of movements of capital, rather than of ordinary settlements
of balances due beotween this and bther countries. The balance 6f payments position

of this country, exclusive of capital movements, remains favorable, and would
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ordinarily tend to maintain the dollar in a strong position. During the past ten
days the depreciatiqn in the dollar against the principal forcign currencies has
diminished somewhat, For the time being at least, therefore, this factor as a

stimulus to prices is no longer effective.

The Government Security Market

As the table on the first page of this report shows, there has been a
moderate recovery in the market for United States Government bonds following the
decline in February and early Maré¢h, and the same is true of Treasury notes. In
the cage of Treasury certificates and bills, yields declined rapidly after the
abrupt rise during the banking crisis, and have remained at low levels in recenf
weeks.,

The moderate strength of Government obligations recently, in the face of
expected large additional issues of Government securities, appears to have been
due at least in part to purchases by dealers in anticipation of large oporations
in Government securities by tho Reserve Banks. As the result of these purchasecs,

dealors?! portfolios are now at unusually high levels,
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Mr. ¥, Randolph Burgess, 3eeretary,
Open Markes Polioy Conferencs,

o/0 Yedaral Reserve Bank of Ho\v York,
Now York, New York,

Dear Mr. Burgess:

Reoeipt is asknowledged of your letter of

June 28, 1933, inelosing eopies of the revised min-

utes of the meeting of the Open Marke$ Poliey comr«-
7 _22-23 Fpocad S 233k
. 5 ne

April 28, of the Executive
“‘“
Committew of the Conferenss on May 23, 1933,
IS is noted that while the last paragreph
of the minutes of she meeting on April 22 has been changed
somewhat, the last portion of the suggestion contained in

the Doard's letter of lMay 18 was not adopted,

Yexy tmly yonn.
{Bigned) Sueawr Mo

Chester Morrill,
Secretary
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COFrY

YEDERAL RESERVE BANK
OF NEW YORK

June 28, 1833,

Dear Governor Hlaek: 7(_ 22-23
We are sending you herewith revised minv,tn of 40
the Open Marke$ Policy Conference meeting held om April
232, 1933, and of the executive eammittes meeding held em
May 33, 1933, V¥Will you please eubstitute these fer the
preliminary drafts previously sent you.
Very truly yours,

(Signed) W. Randelph Burgess

W, Randolph Burgess,
Sesretary, Open Market
Policy Confarencs.

Honoreble Bugens R. Hlaek,
Governer, Federel Reserve Board,

¥ashington, D. C.

Enoc,

e ann /e
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Mr. Chester Morrill,
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Authority E 0. (050 / :

FEDERAL RESERVE BANK

OF NEwWYORK

Secretary, Federal Reserve Board,

Washington, D. C.

Dear Mr. Morrill:

233 —<& %

June 5, 1933.

I think I have never acknowledged the receipt

of the Board's letter of May 18 suggesting a number of

—

changes in the tentative draft of the Minutes of the Open

Market Policy Conference held on Apri g,i1955. I have

noted the contents of this letter and shall endeavor to

revise the minutes of the meeting in such fashion as to

cover the points raised in your letter.

Very truly yours,

M@m

¥. Randolph Burgess,
Deputy Governor.
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MAY 181933

Mr. ¥s R. Burgess, Secretary,

Open Merket Policy Conference,

o/o Federal Feserve Bank of New York,
New York, New York.

Dear ¥r, Burgess:

Heceipt is acknowledged of your letter of }May 8, 1933,

tranamitting a copy of a tentative draft of the minutes of the
meeting of the Open Market Policy Conference in Yashington on
April 22, 1933, The Board desires to suggest the following
substitute for the next to the laat paragraph on page 3: '
"At 11:80 a, n, the Open Market Poliey

Conference met with the Federal Reserve Boarxd,

Copiea of the three resolutions adopted by the .

Conference were presented to the Boaxd, and

Governor larrison outlined some of the reasons

which prompted the adoption of the resolutions

in the form submitted. /' In response to an inquiry

by Governor Meyer, Covernor Harrison stated that

the resolutions did not require immediate action dy
the Board,"

3ince then, as you probdably know, the Board advised
GCovernor Harrison, as Chairman of the Open Market Poliey Confer-
ence, in a letter dated lMay 2, ].9:5:‘5“.)K fhat the Board waas in agree-
ment with the proposal that the exscutive comnittes of the Confer-
ence work out a new system of allotment of Covernment securitiee
in the System acoount, and in a telegrem dated liay 12:«71933, that
the Board authorized the executive committee of the Conference to

proceed with i{ts proposed purchases of Covernment segurities up to

an agsroga'u of 31,000.000,000. Aection on tha ruaolution _adopted

/////////

i T >
I ﬁiz:‘::: ..... ((

M“e} Mw"'g
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by the Conference with regard to the shifting of maturities
of securities held in ths System acoount has been deferred,
although, as you know, the matter has been diaoua@ informally.
Very truly yours,

Choster Morrill,
Ssoretary.

- For APPROYAL
SRC/EMM/CM/acw  Bleck L

Eo ‘
SOV, N - v onsirvs e oo B e

/‘% \ ¥, ¥a>'3“%2é;}-.‘zw e
: . lameg L2 .J..;L,
m’ e 8 . - .J"---‘

Mr- “igm.* v"-m-_-“
Ywe o e dme S o e

M 6 L, KOV Y LYY

5 /v Please Initisl Be copy
1 i you approve and return
/ 0 Jecretary’s Jffica,
/} { 4
‘A

Yy

LJ et
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Memorandum for Governor Black: ' ‘

I enclose, for what interest it may have for
you, correspondence with the Secretary of the Open
Market Policy Conference relating to the recent
report of the last conference, on which comments
were invited.

George J. Seay,

Governor;
Bay 16, 1933.
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FEDER: . R JERVE BANK OF RIC iM(C ID

May 8, 1933.
Dear Dr. Burgess:

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

Subsequent events have made it plain that our action at that confer-
ence 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-
gestion then made that it might be necessary to cooperate with the Treasury by
purchasing government securities in the market, in order to support such securi-
ties and make public issues pessible 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 govermment securi-
ties, we should buy them directly from the Treasury, and thus force the Treasu-
ry, in effect, to make us its direct instrumentelity of expansion, or inflationm, ;
which of course is the purpose of the Act, and tilus make the Treasury responsi- -,
ble for what might follow.

I stated then, and I state now, that iy the Federal Reserve Banks are
required to purchase up to three billion 4 f government securities, it
is easily conceivable that the entire ca of Federal Reserve Banks
might be wiped out by market decline i se es and leave us in the po-
sition in which member banks all ove try have been placed by deprecia-
tion of their investments. y were very short-time securities
this might not occur in theory, p¥f~Sedw cause such securities would be ma-
turing and in theory would be c@{ \e par; but in fact we would have to
take other securities in thejr RMe ', as Mr. Glasg stated, we could not pos-

I still think thigljform of inflation, by "negotiation™ with the
Federal Reserve Banks for hase of government securities, is the least
harmful of any proposed in the bill, because it is more subject to scientific
control and would be credit inflation pure and simple. Mr. 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 phrased. I was not then and am not
now in favor of purchasing any very large amount of government 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 a system of allotment of existing hold-
ings should be worked out; but, at the same time, I stated that it was essential,
in my opinion, for the Federal Reserve Banks to be operated as a system if we were
to engage in wholesale purchases or even redistribution of government securities
now held.

Therefore I would prefer incorporating in the next to the last paragraph
of the minutes some allusion to the necessity of operating the Federal Reserve
Banks as a system, under the control of the Federal Reserve Board, and requiring
the approval of the Board ag much as in the purchase of one billion dollars of new
gecurities, as specified in the last paragraph of the minutes.

yakiamﬁf 2327, *-;f«ww/ ‘ -

%ﬁ’bﬁl < 5585 gL 4
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We of course could not purchase any such volume of government securi-
ties as specified in the inflation bill without the waiver of reserve require-
ments, and without coordination of all the banks under the supervieing 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 Citye.
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Hay 16, 1938.
Dear Doctor Burgesst

I have your letter of the 1Bth repiylng %o sine of the 8th
relative to the policy of purchusing a huge anount of government se-
curities.

I do not think there is any point to the suggestion or argu~
nent of preserving the 1§gggggg§nce of the Federal Reserve Banks, or
Systam, when it comes Vo buying three billions of sscurities; or even
one billion, in addition to what we already have. I an quite posi-
tive that the confersnce, or the majority of thea conference, if not
confronted with the inflstion bill and if it 4id not have to choose
vatraen methods of Inflation would vots agaiust the purchase of such an
extraordinary smount. I do not call thst preuserving the indapendencu
of the Fedsral Reserve Cyatem.

It i8 net wy recoliection that thN conference favored buying
in the market, but rather that it wes thought and expressed that, in
the carrying oud of the policy of the - n bill, we might aleo
have to buy in the market. g

country genorally, nhmraas
he amounts bought by each

sl diatribution of cre

v Of cours know fro: the begimning to what extent
purchases by the uysteé\ua;ag but if government zecuritles sre issued
Lo cover all of the purposes whicn Congreas has in mind, the prices of
governnent securitles will, of course, suffer, &«nd we aas hwoldsrs of sueh
gecardties will be likely to suffer by decline, especiully if we tone up
. tie market, as you say, in advance by taking securities off the markcttﬂ/

¥e are very firm here in desiring to have & policy detersined
in this cese by the Federal Reserve Board for Lhe Oystewm.

Very truly yours,
G E-CLP

(stgned) GEORGE J. SEAY,
Governor.
Dry %o Randolph Burgess, Secretary,
Open darkest Policy Confsrence,
Fedaral Reserve Bank of New York,
Naw York City.
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FEDERAL RESERVE BANK

oF NEWYORK

itay 8, 1923,

Dear Governor iieyer:
v Y2 i 33

I am sending you herewith a tentative draf{ of

the minutes of the meeting of the Upen iiarket Policy
Conference held on April 22. These are subject to cor-
rection and the final draft will be forwarded later.

Very truly yours,

. Kandolph Zurgess

Secretary, OUpen iiarket
Policy Conference

Honorable Hugene iMeyer,
Governor, Federal Reserve Board,
Washington, D. C.

WRB.H
encl,

Y

LABOCEIVED

MAY 8 1933

OFFIGE OF T G

- 3 3
ARe A b/ / ?!f ‘3

v
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Hesolution ‘
/-), 7/33

It is the sense of the eonfersnse that whils, ax a
gensral pringiple, the aversge maturity of Covermment securi-
ties held in the system ageount should be kept as short as
possible, neverthsless, in the presaent smergeney, snd espesially
in view of the need of full sooperation with the Treagury in
neoting its fisgal problems, the sxmoutive ocomsittee should be
tuthorizdd from time to time to shift meturitiee in the system
agoount as oonditions im the mmriet or reguirements of the
Treasury appeer to mak- that advisable, Furthermore, it i»s
underst.od that in replooing maturities in the system agcount,
the :xeeutive soumittes will use its diweretion in the light
of sxisting oonditions and this resolution in selecting
replaosments.

{Unanimous )

SN ERBOTTV R QONBETIH

R B

APR2 ¢ ?%’33%

Louis
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Resoluiion

It is the semse of the oconferenss that the
exssutive osemittee be instruated to work ous a system
of allotaent of sxisting holldings ax well as new pur-
chases of Govermment segurities with a view %o arriving
at a more equitable relatiomship of ressrve pereentages

of the several Fedaral ressrve banks,

MBI

APR2 1933

— St

-
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hesolution

Yo fss

It is the sense of the &pen Market Foligy
Conferenge that, subjest to the approval of the Fedsrel
Reserve DBoard, the exsoutive committes be awthorized to
arrange with the Se:retary of the Treezury from time to
time $0 purshess up to §1,000,000,000 of Government
socurities to meet Treasury requirements.

(manimous, wl th Deputy Govermor MeKey not voting)
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Exoerpt from the Mimites of the Meeting of 333 —< -2
the Federal Reserve Board with the Covernors
of the Federal Reserve Banks, April 22, 1933 o 5~ 2 3

Governor Harrison stated that a meeting of the Open Market Policy
Conf'erence was held this morning at which the following resolution was
adopted, Deputy Governor lieKay not votings

* K E RS

Governor Larrison stated that the resolution was approved in this
form with the idea, not that all purchases of seouritlies made pursuant there-
to would be made directly fram the Treasury Department, but that purchases
would also be made in the open market whenever conditions made such action
desirabley that it was the fceling of the conference that the resolution was
xiecesnry to prepare the System to make arrangements with the Seoretary of
the Treasury along the lines proposed in the Thomas Bill; and that, even if
that bill is not enmoted into law, it is felt that the oammittee should be
free to sct if a situstion developed which would requ.re the Treasury Department
to turn to the Fodero.l reserve banks for assistance.

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

ok & % & K

Governor Larrison stated that, in approving the first of the two
resolutions quoted above, it was not intended that there should be any
ohange in the fundamental policy of mint#ining a portfollio of Gevermment
seourities with short maturities, but that the resolutior would give to the
camittee authority to adopt a more liberal policy as to longer maturitles

than it has bad in the past, and, as there does not seem to be much need
to antioipate a major liquidation of the System account, it was felt that

consideration might be given to the advisability of mcquiring longer

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

t £ ‘vﬁ,_ W » ;
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Exoerpt - 2

wide spread betwsen the yislds on short and long torm maturities, snd (2)

of toxing wp the market for short mamturiiies which would ensdle the Treasury
Department to market an issue of seouriilies without the assistance of

ths Federal reserve banks, where such assistanoe might otherwlse be necessary.
Governor Harrison added that it was not considered that the situation

required immediste motion by the Federal Reserve Bosard on these resolutions.
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Excerpt - 2

wide spread between the yields on short and long term maturitics, and (2}

of toning up the market for short maturities which would eunable the ireasury
Department to rarket an issue of sccurities without the acsistance of

the Jederal reserve banks, wherc such assistance night othwerwise Lc nccescary.
Covernor Larrison added that it was not considered that the situation

required irmedliate action by the .‘cderal fLeserve Loard on ihese resolutions.
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At 11:50 a.m. the Open Market Policy Conference
met with the Federal Reserve Board. Coples of

the three resolutions adopted by the Conference
were presented to the Board, amd Governor Harrison
outlined some of the reasons which prompted the
adoption of the resolutions in the farm submitted.
In response to an inquiry by Govermor Meyer,
Govermnor Harrison stated that the resolutions did

[ not require immediate action by the Board.

This is as quoted in the Board's letter to

Dr. Burgess under date of May 18,
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CONFIDENTIAL

TENTATIVE DRAFT OF MINUTES OF MEETING R i

OF THE OPEN MARKET POLICY CONFERENCE
SATURDAY, APRIL 22, 1933,
WASHINGTON, D. C.

The meeting was called to order at 11 a. m., there being present
the following:

Governor Harrison, chairman. and

GovernorsYoung, Norris, Fancher, Seay, Black, Martin,

Geery, Hamilton, McKinney, and Calkins, and
Deputy Governor McKaye.

Following completion of the deliberations of the governors con-
ference, a meeting of the open market policy conference was convened to
consider what, if any, action should be taken by the conference with a view
to giving the executive committee power to function if necessary in the
emergency pending another meeting of the conference.

The report of the secretary of the operations in the system account
since the last meeting, which had been previously distributed, was received
and ordered to be placed on file, The conference then considered the pre-
liminary memorandum which had also been distributed during the course of the
governors conference, There was a general discussion of the memorandum and
a review of banking and business conditions which had been considered during
the course of the governors conference. Particular reference was made to the
Thomas Amendment to the Farm Bill giving the President among other powers the
right to direct the Secretery of the Treasury to arrange with the Federal re-
serve banks for the purchase of government obligations up to three billion
dollars. As drafted, this provision of the law is not obiigatory so far as
the Federal reserve banks are concerned. But the conference was generally in -

adorealr g
agreement that during the period of the emergency it would be necessary fo
the Federal reserve banks, so far as possible and consistent with their own

position and requirements, to cooperate with the Treasury with a view to

facilitating any necessary issues of govermment securities or to support the -

tp://fraser.stlouisfed.org/
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market for government securities in order to make such public issues possible,
The majority of the conference however did not fsel thet at the present time
it would be advisable for the’deeral reserve banks to purchase government
securities solely for the purpose of inecreasing member bank reserves. After
further discussion and in order that the executive committee might be prepared,
if deemed advisable at the time, to purchase government securities with a view
to making it possible for the Treasury to meet its requirements, it was

%ﬁﬁzéED to be the sense of the conference that

subject to arproval of the Federal Reserve Board the

executive committee be authorized to arrange with the

Secretary of the Treasury from time to time to pur-

chase up to one billion dollars uf govermment securi-

ties to meet Treasury requirements.

Deputy Governor McKay of the Federal Reserve Bank of Chicago asked to
be recorded as not votings All the other governors voted in the affirmative.

During the debate on this resolution it was pointed out that this
authority, if approved by the Federal Reserve Board, would permit the executive
comnittee to purchase government securities in the market as a means of facili-
tating public issues of government securities rather than to force the Treasury
to seek accommodation directly from the Federal reserve banks. It was understood
that a purchase in such eircumstances would be with a view to meeting Treasury
requirements as specified in the resolution.

The conference then considered the question of the average maturity
of the securities held in the system account, it being pointed out that in
present circumstances a largerproportion of longer time government:securities
might not be inappropriate, especially if the exchange of short term securities
for longer maturities would facilitate the marketing of government issues when
necessary., It was emphasized that it might be possible by shifting various
issues in the system account from shorter fd longer maturities to promote a

better relationship of rates in the government security market and also tone up

DQMHmfmFRAEEE market so as to facilitate public issues where otherwise direct recourse to

http://fraser.stlouisfed.org/
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4 the Federal reserve banks might be sought. After discussion it was
unanimousl&

VOTED to be the sense of the conference that
while as a general principle the average maturity of
governments held in the system account should be kept
as short as possible, nevertheless in the present emere~
gency and especially in view of the need of full coopera-
tion 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 if condi-
tions in the market or 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
conditions and this resolution in selecting replacements,

In view of the fact that the present emergency might make it necessary
or advisable for the Federal reserve banks to acquire further amounts of govern-
ment securities, it was the belief of the conference that there should be the
fullest cooperation on the part of the several Federel reserve banks in reallo=
cating existing and possible future holdings of goygrnment securities as between
reserve banks. Accordingly, it was unénimously

VOTED to be the sense of the conference that the

executive committee should be instructed to work out a

system of allotment of existing holdings as well as new

purchases of government securities with a view to arriving

at & more equitable relationship of reserve percentages.

It was pointed out that the reallocetion of securities between reserve
banks might be necessary not only to permit of further purchases of securities
by the system but also to enable any Federsl reserve bank freely to accommodate
its member banks on 10 B loans in cases where large amounts of such loans might
be required to keep open licensed member banks in its district,

After the adoption of these resolutions, the Federal Reserve Board
joined the conference and each of the resolutions was read to the Board, it
 being pointed out that the first resolution authorizing the executive committee
? to purchase up to one billion dollars of government securities would require the
s

. approval of the Federal Reserve Board.

At 12:30 the meeting adjournede.

George L. Harrison,
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“REPQRT OF OPEN MARKET OPERATIONS TO MEETING OF OFEN MARKET POLICY CONFZRENCE

HELD IN WASHINGTON ON APRIL 19, 1933

— I/ 35

4t the last meeting of the Open Market Policy Conference held in

Washington on January 4, 1933, the following resclution was passed by unanimous

It is the sense of the Open Market Policy Conference
that there should be no change in the System's policy intended
to maintein &8 substantial amount of excess member bank reserves
inasmuch as the continuance of excess reserves in substantial
amounts is desirsble in present conditions. 1In view of the
return flow of currency during January and prospective gold
movements the amount of excess reserves may rise considerably

above the present level which is deemed appropriate under pres—-
ent conditions,

BE IT RESOLVED, THEREFORE, That, pending another
meeting of the Conference, the Executive Committee be
given authority (&) to reduce the System's holdings of
short=-term Treasury bills in order to offset such
amount of the return flow of currency as may seem de-
sirable, provided such 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 excess re-
serves falling belew the present general level,

It was understood informally that the resolution should be intg;ngted

by the executive committee as follows:

(1) Tressury bills up to $125,000,000 would be allowed to
run off in Jamuary to the extent that there is a return flow of
currency, but not to bring excess reserves below $500,000,000.

(2) When the resolution refers to the present lsvel of re-
serves it means approximately $500,000,000.

{3) When the resolution refers to the return flow of cur-

rency it means the return flow from the December peak just be-
fore Christmas.

(4) There would be another meeting of the Conference
before any increase im the System holdings of government secur-
ities above $1,851,000,000.

In line with this policy, & part of the System!s holdings of maturing

Treasury bills was redeemed without replacement during the month of January,

HiY
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as indicated below:

January 11 $35,600,000 from holdlngs in System Account

11 2,756,000 " * F.,R.B. Chicago Investment Account
" 18 30,208,000 " " * System Account
" 18 4,000,000 " " " F.,R.B. New York Investment Account
" 25 15,000,000 ™ " " gystem Account
Total $87,564,000

These redemptions reduced the amount of total holdings in the system from
$1,850,900,000 to $1,763,311,000, of which amount $1,558,799,500 was held in the
Open Market Investment Account and the balance of $204,511,500 in the Investment
Accounts of Federal Reserve Barnks.

Within the course of the following ten days member bank excess reserves
declined to a point below $500,000,000 and in line with the resolution passed on
Jenuary 4, purchases of short-term issues of Government securities were made in
the market for System Account as follows:

Week Ended February 8  $20,600,000

" " " 15 25,000,000
# " " 22 25,000,000
Total $70,600,000

These purchases increased the amount of total holdings in the System Account from
$1,558,799,500 to $1,629,399,500, which figure has been maintained since February 22,
1933.

Other transactions effected in the System Account since the report to

the January 4 meeting consisted of:

(1) Redemptions of $288,300,000 aggregate amount of maturing
Treasury Bills and $5,234,500 - 3 3/4% Certificates of
Indebtedness matured February 1, 1933, (representing
the unallocated portion of exchange subscription),
which were replaced by purchase in the market of
$293,534,500 aggregate amount of short-term issues
consisting for the greater part of Treasury Bills.

Digitized for FRASER
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3
(2) =Exchange at maturity, by exchange subscription, of

$ 8,540,500 - 3 3/4% C/I due 2/ 1/33 for $8,540,500 ~ 2 5/8% T/N due 2/ 1/38
81,025,000 - 3 3/4% " " 3/15/33 " 25,855,000 - 4 % C/I " §15/33
55,170,000 = 4 1/4% * %12/15/ 33

$89,565,500 389,565,500

(3) Exchanges in the market, at advantageous rates, of $83,640,500
aggregate amount of short-term issues of Government gecurities
for a like amount of other short-term issues of Government
securities.

(4) sales to a New York City bank, in lieu of purchase from them of
a large block of bankers acceptances, of $50,000,000 - 3 3/4%
Treasury Certificates of Indebtedness due March 15, 1932, which
were replaced by purchases in the market of a like amount of
other issues of short-term Government securities.

(5) Sale to a foreign correspondent of $40,000,000 aggregate amount
of Treasury Bills which was replaced temporarily by purchase
in the market of a like amount of Treasury Certificates and
later exchanged for Treasury Bills when the latter were avail-
able in the market.

The following is a statement of the issues of United States Government securities
held in the System Account on December 28, 1932 and on April 12, 1933:

Dec. 28, 1932 Apr. 12, 1933
U. S. Treas. Bills due Jan. 11, 1933 $ 55,600,000 $ 0
" on " " " on 18, 1933 46,208,000 0
"om " " noon 25, 1933 69,550,000 0
" on " " "  Feb, 8, 1933 43,200,000 o
" n " " " ” 15, 1933 35,600,000 0
" on " " " " 23, 1933 49,950,000 0
) ”n " " Mar. 1, 1933 35,000,000 0
n n " " ) " 29, 1933 34,550'000 0
now " " * Apr. 19, 1933 0 29,000,000
) " " " " 26, 1933 0 31,100,000
L U " n " May 10, 1933 0 16,100,000
" on n " " " 17, 1933 0 36 4 300 4000
" on " " " " 24, 1933 0 41,000,000
" on " " " " 31, 1933 0 17,500,000
" n " " " Tune 7, 1932 0 33,150,000
) " " ” " 21, 1933 0 11,000,000
" " " " " " 28, 1933 0 23,550,000
" n " " " July 12, 1933 0] 31,000,000
3 3/4% Cert, of Ind. " Feb. 1, 1933 13,775,000 0
3 3/4% " w on »oyar, 15, 1932 151,025,000 0
2 % n on " May 2, 1933 123,237,500 79,397,000
l11/2% * n on " June 15, 1933 118,725,000 116,425,000
4 % " L " Aug. 15, 1933 0 43,155,000
11/4% v "on " Sept. 15, 1933 175,983,000 200,533,000
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Dec. 28, 1932

$§ 66,454,000

Apr. 12, 1933
& 78,104,000

414 " oo omoom 15, 1933 0 68,670,000
3 % Treas. Notes " May 2, 1934 78,225,000 97,025,000
21/8% " " e Aug., 1, 1934 104,952,000 137,527,000
3 %" " "™ June 15, 1935 79,277,000 90,477 ,000
31/4% " " Aug, 1, 1936 0 12,050 ,000
2 3/4% " " " Dsc, 15, 1936 19,880,000 27,380 ,000
3 % " » w ppr. 15, 1937 0 24,150,000
31/4% " " " Sept. 15, 1937 0 32,750,000
2 5/8% " ™ ® Feb., 1, 1938 0 164440 ,500
3 1/2% 1st L/L Bds. of 1932-47 25,025,000 25,025,000
41/4% " v " 1932-47 29,000,000 29,000,000
4 1/4% 4th " " 1933-38 281,591,000 281,591,000

TOTALS $1,639,607,500  $1,629,399,500

—

On Jemary 20, 1933, a sale was made of $2,500,000 United States Govern—

ment securities from the Federal Reserve Bank of New York's participation to the

Federal Reserve Bank of Dallas' participation in the System Account.

This sale to

the Federal Reserve Bank of Dallas represented part of its shortage in the hold-

ings in the System Account which it was able to take over owing to its improved re-

serve position at that time.

The following is a statement showing the amount of each Federal Reserve

Bank's participation in Government securities held in the System Account at the

close of business Wednesday, April 12, 1933, and each Federal Reserve Bank's hold-

ing ratio, i. e., the ratio percentage that esch Federzl Reserve Bank's total

- holdings in the Account bear to the total holdings in the Account; also, the amount

of each Federal Reserve Bank's outright holdings of Government securities:

Amount of Holding OQutright
Participation Ratios Holdings
Boston $ 92 ,405 ,OOO 5.6711% $ 707’000
New York 603,510,000 37.0388% 120,298,550
Philadelphia 133,788,500 8.2109% 34352,100
Cleveland 176,540,000 10.8347% 0
Richmond 48,149,000 2.9550% 0
Atlanta 48,625,000 2.9842% 18,000
Chicago 193,715,500 11.8887% 62,836,000
3t. Louis 65,331,500 4,0096% 500,000
Minneapolis 47,224,000 2.8983% 7,034,350
Kansas City 56,248,500 3.4521% 171,600
Dallas 38,939,500 2.3898% 10,000,000
San Francisco 124,923,000 7.6668% 0
TOTALS $1,629,399,500 100 % $204,915,600
Digitized for FRASER EmTT—m—
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Statement showing adjustments in earning asset holdings of

Federal

Reserve Banks made during March and April, owing to the low reserve ratios of the

Federal Reserve Banks which relinguished either temporarily or outright part of

their holdings.

All of the Government securities and the bills discounted re-

ferred to in this statement have been taken back by the banks which temporarily

relinguished them,

"
”"
"
”
"
"
"
"

A
"
"
"
"
n
"
T

"
"

F.R.B. Boston purchased temporarily from F.R.B. New York $25,000,000
Chicago n ’ " nononon " 145,000,000
Cleveland " - " nowonn " * 40,000,000
Boston rediscounted for " n ® n n 20,000,000
Cleveland " n ot wn w " 25,000,000
Chicago " " onan  ow " 150,000,000
St. Louis " ronwon " » 15,000,000
San Fran. purchased outright from n n n " n 10,000,000
Richmond " " " nouon " " 10 ,000,000

Total smount given off by w v n 0 m $440,000,000

F.ReBe

"n o on

Boston purchased temporarily from F.R.B. Phila, & 10,000,000
" " outright "nononwn " 5,000,000
Total amount given off by " w » " $ 15,000,000

F.R.B. New York purchased outright from F.R.B. San Fran.$ 10,000,000

" nn

Digitized for FRASER
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Chi Cago n " n Tt onon 7" " loiooo’ooo
Total amount given off by" » * n v $ 20,000,000
TOTAL ADJUSTMENTS FOR SYSTEM ~ - ~ =~ = - $475,000,000
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SYSTEM PURCHASES OF BANKERS ACCEPTANCIS

Statement showing smount of bankers acceptances purchased by Federal

Reserve Banks in their respective markets and the amount each Federal Reserve Bank

received by allotment from the Federal Reserve Bank of New York during period

December 28, 1932 to April 12, 1933, exclusive of any adjustments made between

Tederal Reserve Banks owing to low reserve ratios,

Boston

New York
Philadelphia
Cleveland
Richmond
Atlanta
Chicago

Ste Louis
Minneapolis
Kansas City
Dallas

San Francisco

TOTALS

Digitized for FRASER
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Federal Reserve Bank of St. Louis

(00C Omitted)

Purchased
Own Market

$ 15,413
103,454
812

90

331
1,640

42,229

16

3,524

$167,509

By Allotment
From New York

$ 49,711
0
16,666
8,019
11,021
18,036
56,781
19,145
17,600
9,218
2,833

45,447

$254,477

Totals
$ 65,124
103,454
17,478
8,109
11,352
19?676
99,010
19,145
17,600
9,218
2,849
48,971

$421,986
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Classification of Issues neld in the System Account on Apr:l 12, 1933
end the Percentage of Each Issue Held in the Account as
Compared With $he Amount of the Respective Issue Outstanding
(000 Omitted)

Amount of Percentage
Amount of Issues Respective of Issues
Held in System Account Issves Hezl2 te Asount
by Classification Cubgrandin putstaniing
TREASURY BILLS
U.S. Treasury Bills due April 19, 1933 $ 29,000 $ 75,032 38 3/4%
"o " " " " 26, 1933 31,100 80,020 38 3/4%
"o " " " May 10, 1933 16,100 75,228 21 1/2%
" on " " " ow 17, 1933 36,300 75,202 48 1/4%
non " " " oon 24, 1933 41,000 60,074 68 1/44%
"o " " " oow 31, 1933 17,500 100,613 17 1/2%
"o n " ®* June 7, 1933 33,150 75,216 44 %
" ow " n L 21, 1933 11,000 100,569 11 %
"o n " noon 28, 1933 23,550 100,158 23 1/2%
uon " " " July 12, 1933 31,000 75,733 41 %
TOTALS $ 269,700 $ 817,845 33 %
CERTIFICATES OF INDEBTEDNESS
2 % Cert. of Ind. due May 2, 1933 $ 79,397 $ 239,197 33 1/4%
11/2¢4 » "oon " June 15, 1933 116,425 373,856 31 1/49
4 ¢ n noon "  Aug. 15, 1933 43,155 469,089 9 1/4%
11/44 v noow * Sepb.l5, 1933 200,533 451,447 44 1/2%
3/4% * "o " Dec, 15, 1933 78,104 254,364 30 3/4%
4 1/4% n noon w w15 1933 68,670 473,328 14 1/29
TOTALS $ 586,284 $ 2,261,281 26 A
TREASURY NOTES
3 - % Treas. Notes due May 2, 1934 $ 97,025 $§ 244,232 39 3/4%
21/e% n " " Auge 1, 1934 137,527 345,292 39 3/4%
3 % n " " June 15, 1935 90,477 416,603 21 3/4%
31/4% ¢ " " pug. 1, 1936 12,050 365,138 3 1/4%
2 3/4% " * Dec, 15, 1936 27,380 360,533 7 1/2%
3 g% " " *  Apr, 15, 1937 24,150 508,329 4 3/49
31744 ¢ " " Sept,.l5, 1937 32,750 834,401 4 %
2 5/84 » " ¥ Feb, 1, 1938 16,440 277,517 6 %
TOTALS $ 437,799 $ 3,352,047 13 %
LIBFRTY 104N BONDS
3 1/2% lst L/L Bds. of 1932=47 $ 25,025 $ 1,392,227 1 3/4%
41/4% n» v w " 1932=47 29,000 635,983 5 1/2%
4 1 /A% 4th n n " 193338 281,591 6,268,095 4 1/2%
TOTALS $ 335,616 $ 8,196,305 4 %
GRAND TOTALS $1,629,399 $14,627,478 11 1/44
e 3 e ] RN
Total of all issues of Treasury Bills, Certificates, Notes and Bonds outstanding
$20,708,733,

Digitized for BEEgENtage of issues held in System Account 7 3/4%.
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MATUREITIES OF GOVERNMENT SECURITIES
HELD IN SYSTEM ACCOUNT ON APRIL 12, 1933

SHORT-TZRM ISSUES

Treasury Bills, Certificates and Notes

MATURING WITHIN 1 YEAR

Within 3 months $465,522,000

3to6 n 243,688,000

6 g w 146,774,000

9 wlz m 0

TOTAL MATURITIES WITHIN 1 YEAR = = = = = =~ = = =~ = = = = & 855,984,000
MATORING 1 TO 2 YEARS = = = = = = = = = = = = = = = = = = = = 234,552,000
MATURING 2 TO B YBARS =~ = = = = = =~ = = = = = @ = = = = = = = 90,477,000
MATURING 3 TO 4 YEARS = = = = = = = = = = = = = = = = = = ~ = 63,580,000
MATURING 4 TO 5 YEARS = = = = = = = = = = = — - - m e 49,190,500
TOPAL - = = = = = = = $1,293,783,500

LIBERTY LOAN BONDS

First 3 1/2% Liberty Loan Bonds $ 25,025,000

" 41/4 v " " 29,000,000
(Due June 15, 1947

Czllable on or after Dec., 15, 1933) $ 54,025,000
Pourth 4 1/4% Liberty Loan Bonds

(Due Oct. 15, 1938 S

Callable on or after Oct. 15, 1933)* 281,591,000

GRAND TOTAL = -~ = - = $1,629,399,500

*¥45 no call was issued on April 15, 1933, callable date has been changed to
fpril 15, 1934,
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STATEMENT SHOWING EARNINGS OF ALL FEDERAL REZSTRVE BANKS
FCR_THE FIRST THREE MONTHS OF 1933

Current Expenses Availsble for
and Depreciation
Net Deductions From Allowances,
or Reserves,
Gross Net Additions to - Surplus and
Earnings Net Earnings Franchise Tax
Boston $ 653,502 & 702,651 $ 49,149 (a)
New York 4,465,494 2,625,903 1,839,591
Philadelphia 1,227,820 813,180 414,640
Cleveland 1,259,161 990,758 268,403
Richmond 441,458 480,322 38,864 (a)
Ltlanta 471,284 390,125 81,159
Chicago 1,596,852 1,328,713 268,139
St. Louis 379,494 488,606 109,112 (a)
Minnegpolis 371,748 334,982 36,766
Kansas City 445,154 496,670 51,516 (a)
Dallas 282,850 366,972 ' 84,122 (a)
San Francisco _ 1,059,618 871,373 188,245
TOTALS 812,654,435 ' $9,890,255 $2,764,180
e e —4 ==

(a) deficit
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K/b/‘*)
\ ) ) April 18, 19:55

The extent to which the banking system has recovered since the banks were

reopened is reflected in the following summary:
: (In millions of dollars)

Jene25 Mer,s Aprols

5,611 7,538 6,147
265 1,414 428
2,513 1,776 2,006
3,460 2,808 3,529
1,472 440 1,315
65.4% 45.6% 60.64

- \ .
As this table shows, the improvement of banking conditions following the

Money in circulations « « = & = = = «
F. Re discounts for member banks— « «
Member bank Ieservese « - « - « - « -
Total reserves of ¥, R, Panks - - - -
Excess gold reserves of F. R. Banks -
. Combined reserve rstio of F, R, Banks

[ 2 IR N B B |

reocpening of the banks has been almost as rgpid as the preceding deterioration,
due largely to the heavy return flow of curremcy %0 the banks, A large part of
member bank indebtedness has been repaid, and member benk reserves, afier a sube
stantial alirinkage, have again increased modersastely. The position of Federal
Reserve Penks has been strengthened correspondingly,

The number of member banks licensegl for full reopening is more than 80
per cent of the total number of member bunl;s, and the proportion of member bank
deposits ;-eleg.sed is more than 90 per cent, This still 1eavés, however, approxie=
mately $2,700,000,000 of deposits im member banks that have not been licensed, and
in addition a substantial volume of deposits is still tied wp in unlicensed non-
manbar banks, The total volume of deposite still unavailable, therefore, is

probably in the neighborhood of $3,500,000,000,
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Although efforts were made to continue business operations as far as
possible during the suspension of bank operations, the general level of business
declined at that time to a new low level for recent years. The industries mosﬁ
seriously affected were those which were already operating at the lowest levels,
such as the automobile, building, and steel industries. Subsequently there has E

been a fairly rapid recovery, but the movement thus far does not appear to have \///

exten@ed beyond a resumption of the level of activities prevailing early in Feb=-
ruary. Steel mill activity, which had declined from 20 per cent of capacity in
the week of February 16 to 14 per cent in ﬁhe week of March 23, increased again

to 19 1/2 per cent in the week of April 13, Sales of automobiles showed a renew-
al of the spring expansion after the bank holidays, and automobile production was
resumed, The railroad movement of merchandise also showed a resumption of the
usual seasonal inerease. TRetail trade, at least in some localities, showed
marked improvement after the reorening of the banks,

Commodity prices rose sharply when the commodity exchanges were Teopen-
ed on llarch 16, but in most cases the rises was short-lived, Recently, however,
there has been renewed strength in a number of important commodities, especially
in grain prices which have reflected poor crop prospects. Wheat prices rose
about 16 cents a bushel, or about one~third, from the low point of March to April
15; corn rose about 12 cents a busghel, or mores than 50 per cent in the same
periodf Other commodities vhich have shown moderate strength recently include
cotton, sugar, silk, rubber, copper, lead, silver, and scrap steel, Broad in-
dexes of commodity prices, which include a large number and varieﬁy of quotatiomns,

however, remain only slightly above the lowsst levels of the year.
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Bond prices, which reflected the influence of liquidation of bank assets
during February and early March, have thus far shown no sustained recovery. 1In
the security markets, as in the commodity markets, there was a rise when trading
was resumed, but the higher prices were not long sustained, The pressure of
liquidation from closed banks has continued, and corporation bond averages on the
whole remain about 8 points below the January levels, and close to the lowest
levels of the year.

In the absence of the usual weekly data on member banks in principal
cities, the information on recent tendencies in member bank credit is limited.

In the principal New York City banks there was an increase of approximately
$550,0Q0,000 in deposits between March 8 and April 12, following a decline of about
$1,500,000,000 in the preceding five weeks. The greater part of the recent in-
crease represents a renewed increase in the balances of out-of-town correspondents,
which were heavily reduced prior to the bank holiday. The loans and investments

of the New York banks, which declined about $800,000,000 between February 1 and
March 8, have shown no material change subsequently.

With a large part of their indebtedness at the Reserve Banks paid off,
member banks have again been accumulating excess reserves in moderate smount dur- '
ing recent weeks. For all member banks the excess is probably now around
$300,000,000, although the actual volume of reserves remains about $400,000,000
less than in January. More than half of the excess reserves are again concentrat-
ed in New York, due to tendency of banks in other localities to place their surplus
funds on deposit in the large New York banks, but the actual ownership of the
funds probably is fairly widely distributed. The return flow of currency to the
banks continues to add to the amnugt of excess reserves, but has diminished con-

siderably since the first of April,

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



R REEEEEEE————— L heg Lo

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

DECLASSIFIED
Authority E 0./0%0 /

o CiBpHLATION
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N1, Hﬁm“n--‘\-yﬂzn--a‘ _‘d_.z'
Mr. Jemes .'....-.3_3,3 .
et anes wamt
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April 6, 1933 ”ﬁ’l / QUL BN Tim = =
i,
i
m~azo nofe - initial and
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e 3m Beprn
Lorn i oEdd

¥r, W, Randolph Burgess,

Secretary, Open Market Policy Conference,
o/o Federsl Reserve Bank of New York,
New XYork, New York.

Dear Mr, Burgesst

Governor Meyer has received your letter of

April 4, 1933, and is bringing to the attention of

‘the other members of the Board the final minutes, \ /-~ 33 Zg 4

) f’?’-{,nft\j I‘r*‘r&mﬁ,&;
inclosed therewith, of the meeting of the Open Mar- -

ket Policy Conference, held on January 4 and 5, 1933,
It is noted that these mirutes incorporate
all of the changes in the tentative draft which were

suggested by the Board,

Very truly yours,

Coen
< e <

Chester Morrill,
Secretary

U

l

E COPRY

[
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Form No. 181

~ Office Corresponue..ce

To____ Files

- From __ Mr, McClelland

All of the changes suggested by the Board in the tentativgid;a

DECLASSIFIED

Authority E Q. /090/ :

FEDERAL RESERVE
BOARD :

Subject:

these minutes were incorporated in the final minutes,

The only other changes from the tentative draft were (1) unimportant
changes in verbage of Governor MgDougal's statement at bottom of page 63
(2) an addition which does not appear to change the sense of Governor

McDougsl!s statement at the bottom of page 7; and (3) the addition of a

statement by Governor Young at the bottom of page 8.

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



Répréducéd from the Unclassified / Declassified Holdings of the National Archives DECLASSIFIED

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

Authority E Q. (050 ,[

333 —C <
FEDERAL RESERVE BANK
oF NEWYORK
April 4, 1933.
Dear Governor Meyer: /__91.. 2 Z,‘i,,: A 7 4, . i(
o 230 ',‘. & f.

Enclosed are the final minutes| of the

-
=

meeting of the Open Market Policy Conference held
on January 4 and 5, 1933, in which are incorporated
the changes which have been suggested. Will you
therefore please substitute these in your files for

the tentative draft previously sent you.

Very truly yours,

A S

W. Randolph Burgess
Secretary, Open Market
Policy Conference.

Hon. Eugene Meyer,
Governor, Federal Reserve Board,
Washington, D, C.

Encl.

L e e . .y e A i

o i b ::."~ .a:} r
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E FEDERAL RESERVE BANK

ENE ofF NEw YOoRrRK

//7\3 January 31, 1933.

Dear Mr. Morrill:

Thank you for your letter of January 30 with the

suggestions for changes in the minutes of the meeting of

— /- 4TF3 f:&w P e B -*tf.g,

the Open Market Policy Conference held on Janua:y and 5, w g

-

1933, which will be reviewed with great care.

Very truly yours,

(Surpns

W.'Bandolph Burgess
Secretary, Open Market
Policy Conference

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

WRB.H
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January 30, 190,

¥r. We Randolph Burgess, Secretary,
Open llarket Policy Conference,

c/o Federal ileserve Bank of New York,
iew York City, lew York.

Dear lr, Burgess:

Receipt is acknowledged of your letter of January 9, 1933,

transmitting a tentative dralt of the minutes of the meeting of the
Open larket Policy Conference held on Jenuary 4 and 5, 19335.

In reaponse %o your request for sugpgestions as to changes
which mizht be made in the tentative minutes, the following are sub-

mitted:

On pages 1 and 8, in naming the members of the Board's
staff in attepdance at the meeting, the name of Mr,
Carpenter is gxcorractly recorded as Mr, Carter.

Following the gtatermsnt on page 1 that Or. Goldemweiser
reviewed the recent developments in the credit situation add
"and presented a memorandum on the smubject prepared in the
Board's Division of Research and Statistios. During D,
Golienweiser's statement the Chairman of the Board Joined the
moeting.”

Change the following sentence to read "The Secretary of
the Confersence then read the preliminary memorendum on credit
conditions previously distributed,” and trensfer it to follow,
rather than precede, Governor LMeyer's opening statement.

Chenge Governor lieyer's opeming statement to read "Governor
Yeyer stated that probably at no time since the war has the
relation between the open market policy of the Pederal Reserve
Syatem and the general economic situation been so important and
that “or this reason it is particularly necessary that the
decision of the Open lariket Policy Conference be of such a
character as to be capable of expression in definite terms
which will be understandable to the public and justify confidence

... FILE COPY
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"in the soundness nnd stability of the mystem?s poliey. lle
referrad to the azitation, especially in Congress, for the
adoption of inflaiionary measures and cointed out that under
conditions like these the system must of necezsity give due
eonsideration to such factors in reachinz a determination as
to future policy. He also stated that during his rogent
visits to seven of the Federal reserve banks, when he dis-
cussed the open market poliey with the directors of those
banks, he found what appeared to be general approval, and he
expressed the opinion that the policliezs of the system, in the
light of conditions which have existed durin; the last two
years, have been remarkadbly fres {rom public ceriticism,”

On page 3, in line 4 of paragraph (1) chenge "the only
offective argument” to "the most effective argument.”

In outlining the arguments for and ugainst some reduce
tion in the portfolic of governments, you will recall that
Govarnor Harrison suzgested that, if a reduction should be
made in the system account, the amount of securities disposed
of should not exceed the amount of the return flow of currency,
end that the system should not attempt to offset pold imports,
for the reason that if such imports are sterilized, under
present conditiona, the position of the United States in con-
nection with any attempt of foreign nations to return to the
Zold standard would be considerably weakened, You may wish to
add somethingz to this effect after parazraph (3) on page 3,

Cn page 3, in Governor jayer's statement {mmediately
following paragraph (3) the verb "was™ should be changed to
"3 in the two places it is used,

At the top of page 4 chanize the first peragraph to read
"Covernor Norwls raised the :ueation of the probable r¢newal
of the provisions of Sections 2 and 3 of the (lass-Steagall
Bill, and 4in goneral discussion it was sugrested that there
would probably be little difficulty in the renewal of the
provisions referred to, and that in any event the situstion
of the bunks with respeet to collateral foxr iederal reserve
notes could not be relieved by the sule of any reasonable
amount of Govermnent securities.”

4t about the middle of page 4 change Covarnor 3Rlack's
statement to read "Governor Black said that while he saw no
economic ressons ror not lédting maturities run off, ho was
greatly impressed by the dangers of unsound inflationery
proposals and believed thut they could only be combated by

the continuanee of the present policy of the rederal Resarve
System,.”

-0n _page 7 ellminats the clauge - ing. ann;hg: ngpting
of §be TorPerénce” mt the ond/pf ¥he t5§hlunlon aﬁopted by
tre Canrerbnce. mhis*élause 13 aﬂregetitton oT that apaearing
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at the beginning of the resolution,

On page 8, following the entramoe of the members of ths
Board, oliminate Governor Meyerts first statement and say
"The resolutiocn adopted by the Conference was presented to the
Boaxd and unsnimously approved by it,”

In the next parugreph eliminate the sentence "It was
important, however, that a oareful explanation of the sgtion
should be mede t0 member banks and others” and substitute
the following: “Covernor Meyer then stated that it is the
opinion of the Federel Reserve Board that the Governors of
the Yederal reserve banks v\ributongrmtéultotho
success of the saystem open 4 polioy by explaining to
nember banks in a positive way, whensver an opportunity is
afforded, the purposes sought to0 be acoomplished by the
poliay.”

Transfer 0overnor Meyer's statements regarding reduetion
in the rate oj 10(b») loans and the imporsance of building up
the man power of the Federul Reserve Syntem to the ond of the
minutes, Just preseding ad jourrmsnt.

Very truly yours,

{Signed) Chester .-

Chaster Morrill,
Seeretary.

_a For APEROVAL

Loy, Veyor . e smme e
\
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FEDERAL RESERVE BANK S

OF NEwWYORK

January 9, 1933.

Dear Governor Lieyer: _ 3
'fk .a««/ j.,.:‘:
Enclosed is a tentative draft of ﬁgﬂ‘g&gg‘glg\of the
meeting of the Open Market Policy Conference on January 4 and
5. I should be glad to receive at your early convenience any

changss which you have to suggest.

Very truly yours,

Mé’“ﬁ"“’\

“%, Randolph Burgess,
Secretary, Open lMarket
Policy Conference,

Honorable Eugene lieyer,

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

JAN [0 s

up

http://fraser.stlouisfed.org/
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CONFIDENT IAL

MINUTZS OF MTETTNG OF THE
OPEN MAFKZT POLICY CONFERENCE
WIINESDAY, JAVUARY 4, 1933,
WASHINGTON, D. C.

The meeting was called to order at 10:20 a, m., there being present

the following:
Governor Harrison, chairman, and
Governars Young, Norris, Fancher, Seay, Black, McDougal,
Martin, Geery, Hemilton, McKinney, and Calkins,
and Deputy Governor Burgess, secretary. .

The secretary's report of operations was received, and placed on file,
The preliminary memorandum on credit conditions was distributed,

Governor Harrison pointed out that the present organization of the con-
ference called for rotation in the membership of the executive committee, and it
was moved and carried that the present executive comittee be continued for amother
year.

Governor Young reported that the comuittee on bamking legislation had
been in session the previous day and had reached a general agreement., He indicated
that the preliminary report of the committee would be mailed to the governors in a
few days.

At 10:35 the members of the Federal Reserve Board entered the meeting,
there being present:

Governor Meyer, Messrs. Hamlin, James, Miller, Magee, and

from the Board Staff Messrs. Floyd Harrison, Morrill
Goldenweiser, Wyatt, Smead, McClelland, and Caxntes,

Dr, Goldenweiser reviewed the recent developments in the credit situation, M

Mwwwmrwﬁﬂz W%Wmlmwlﬂm% Mo ¢ Jireared

. been well stxppor‘l‘;ed,band the system had been successful in operating in a way to in=

Governor Meyer stated that Federal reserve policy at this time was attend- %%-
9
4

’

..— The Secretars?pmsea#-eé the preliminary memorandum on credit con itions'.“‘qkj‘i.p

ed with public and political implications especially in view of the inflationary

drive being made in Congress. He believed that the policy up to this point had

S )

spire confidences. @() O Drn ,WKZ&MWMJ Wz“/ LL
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Secretary Mills on request reviewed the budgetary situation of the gov-
ermment. He also reviewed the proposals for inflation vhich were being made to

the Congress and suggested that any slackening in Federal Teserve open market

policy might provide an excuse for an unsound inflation bill, Secretary Mills

pointed out, however, that the Treasury itself was not directly or indirectly in-
terested in the decision the open market policy conference might reach. The
Treasury should pay the market price for its money and should not expect, for
example, to take advantage of any abnormal situation for a large refunding opera-
tion. Policy should be determined independently of the Treasury position.

As a basis for discussion by the Conference, Governor Harrison then out-
lined the various apguments both for and ageinst some reduction in the security

holdings of Federal reserve banks, He suggested the following arguments in favor

of some reduction,

(1) The System cpen market policy had not been one to
accumulate any definite amount of securities but rather t o check
deflation through the reduction of bank debt and the creation of
substantial excess reserves, which had been accomplished. It
had been generally agreed that after a substantial effective
pressure had been secured the System would reduce its security
holdings as soon as possible without relieving that pressure.
The turn of the year appeared to offer the best chance to de~
crease the amount of securities without reducing member bank
reserves and so not changing policy. If this opportunity were
not used during January it might not be feasible to liguidate for
a year without decreamaing bank reserves and thus giving the ap-~
pearance of a change in policy.

(2) Any further substantial 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 Reserve
banks have bought so large amounts of government securities has
in fact enabled the Treasury to borrow cheaply and so in some
measure has encouraged the continuance of an unbalanced budget ,

Governor Harrison suggested the following arguments in favor of holding

the govermment portfelio intact.
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(L) There is danger that a reduetion in security holdings
might be construed as a reversal of policy which might in turn
increase ths danger of the adopti of some radical inflationary
policy by Congress since the only effective argument 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 holding a large volume of government securities,
who might start to liquidate.

3

(2) A reduction in the total holdings might operate as a
check to the bond market thus retarding business recovery and
further injuring bond portfolios of banks.

{(3) One question was the effectiveness of varying amounts
of excess reserves. There are indications that interest on
deposits in vrincipal 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

| vplb excess reserves.,
P
f.

e

Governor Meyer suggested that what o most required wa”s“assu:r'ance as to
the continuance of the pressure of excess reserves.

‘Mr. Miller suggested that the precise amount of excess reserves main-
tained was an incidental detgil, but that the important question was one of policy
and directién of movement, and that there might be harm in stopping excess reserves
from accumulating.

There ensued a general discussion during which the question was raised
whether country btanks could and would make use of excess reserves if driven back
from the centers. Governor Martin pointed out that fear of bamk failures was
preventing banks fram using their excess reserves and if that situation were cor-
rected the excess reserves would be put to use.

Governor Calkins emphasized the same difficulty, particularly in relation
to agricultural banks,

Governor Meyer pointed out that one effect of the policy had been to
relieve greatly the finances of cities and states, so that they could secure money
in the market for relief and other necessary activities. This was helpful in

keeping the social organization going.
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Governor Norris raised the question of the probable renewal of the,

Glass Steagall bill, and in general discussion it was suggestgd that there would
St M%’V‘M{

probably be little difficulty in the renewal, of that—pitdr, and that 1n any event

the situation of the banks with respect to collateral for Federal reserve notes

could not be relieved by the sale of any reasonable amountv of govermment secwrities.

There ensued some further discussion of the use of exéess reserves and
the probable effects of a discontinuance of interest on deposits in New York
should that occur., There was some difference of opinion as to the extent to which
an excess of Treserves would be put to use by btanks if it were distributed more
widely throughout the country, some expressing the belief that the funds would be
put to use in investments or somewhat freer lending, and others expressing the
opposite opinion,
| The meeting adjourned at 1:10 p, m.

The meeting reconvened at 2:25 p. m., there being present the following:

Governor Harrison, chairman, and

Governors Young, Norris, Fancher, Seay, Black, McDougal,

Martin, Geery, Hamilton, McKinney, and Calkins,
and Deputy Governor Burgess, secretary.

After some further general discussion each of the governors stated his
views which may be summarized briefly as follows:

Governor Black said that while he saw no economic reasons for not letting‘
matuwrities run off he was greatly impressed by the dangers of unsound inflationvwa
proposals and believed they could only be combated by a continuation of a Federal
reserve policy of controlled inflation. ‘

Governor Geery favored letting January maturities run off after making a ™
statement that the policy of maintaining excess reserves would be continued,

Future policy could be governed by the effects of this operation,
Governor Seay believed that the dangers of a further accumulation of

reserves were greater than those of disposing of same securities. He believed a

statement that there was no change in policy would be adequate to deal with politi-

cal problems which have a way of not materializing. He would let not less than
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$200,000,000 of securities go.

Governor Young emphasized the opporbtunity in Januvary for letting govern~
ments go without interfering with excess reserves, He would let January maturi-
ties run off and perhaps those of February and would try to speed uwp the renewal of
the Glass Steagall bill,

Governor Calkins stated that he was not impressed by the political
argument snd particularly with the System's power to deal with inflationists. He
was not a supporter of the theory that excess reserves were effective in expanding
credit, He would, however, let a smaller amount of govermments than the January
maturities run off and not decide yet about February.

Governor Martin thought the elimination of inbterest on deposits would
result in hoarding and other difficulties, He believed the banking situation rmst
be straightened ocut before excess reserves would have their full effect., He
would favor letting some securities rum off with the executive committee keeping in
close touch with the results.,

Governor Hamilton believed the System should not base its action on the
political situation. He would favor letting January maturities run off and having
another meeting to decide on February maturities. He considered it important to
explain the action to the public.

Governor Fancher thought an elimination of interest charges due to in-
creasing reserves would be undesirable. He believed some of the maturities in
January should not be replaced, relating any changes to the return flow of currency.

Governor Norris suggested that further increases in excess reserves would
adversely affect bank earnings and incur the risk of disturbance which might arise
from eliminating interest on deposits. As to political effects one danger was the
encouragement to an unbalanced budget. The other related to inflationary propos-
als, He believed this latter difficulty could be met by a careful statement of |
policy. He would favér letting January maturities run off to the extent of the

currency retum but would only favor doing this if ah explanation were made. If
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no explanation were made he would favor maintaining the portfalio,.

Governor McDougal believed that further increase in excess reserves would
be unhealthful and that reductions in the portfolio might make open market money
rates firmer and strengthen the position of the Reserve System. He favored letting
at least January maturities run off; perhaps February also.

Governor MK inney did not favor giving too much cmsideration to the
political aspects. He would permit the greater proportion of Jenuary maturities
to Tun off,

Governor Harrison said he had felt all along that some securities should
be allowed to run off in Jsmusasry but he attached considerable weight to the cangers
of the inflationary movement all over the country. He feared misinterpretation cf
sales by the banks,the market and by Congress, but believed that this difficulty
might be largely avoided if the policy were clearly understood to be one of con-
tinuing to maintain substantial excess reserves in present conditions.v This might
involve purchases as well as sales of securities.

The conference then proceeded to draft a resolution, starting with a
motion by Govermor Calkins that the executive cormittee be authorized to dispose'of
$100,000,000 to $125,000,000 of securities in Jenuary to offset currency returns.
Befare adjournment é preliminary draft of the resolution was voted uypon favorably,
Governors McDougal, Seay, and Black, voting in the negative. It was decided to
hold a further meeting in the morming, and since Governor Black was unable to stay
until morning he desired to record his dissent from amy proposal for reducing the
System portfolio, as follows:

"I am in accord with the economic reasons given by

the Conference for the proposed reduction in govermments,

I, however, have an intense feeling that the present situation

as Yo proposed inflationary measures creates a new condition

that is most serious and should be persuasive of action re-

sulting in maintaining our present holdings; and I thersfore

vote ™o' on the present motion."

After further discussion of the draft resolution the meeting adjourned

at 6:05 p, m,
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January 5, 1933.
The mesting was called to order at 10:06 a, m., there being present the
followlng:

Governor Harrison, chairman, and

Governors Young, Norris, Fancher, Seay, McDougal,
Martin, Geery, Hamilton, McKinney, and Calkins,
and Deputy Governor Burgess, secretary.,

The discussion of the draft resolution was continued, and after further
modifications,Awas passed by unanimous vote in the following farm:

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 substantial eamount of excess member bank reserves
inasmuch as the continuance of excess reserves in substantial
amounts is desirable in present conditions. In view of the
return flow of cwrency during January and prospective gold move~
ments the amount of excess reserves may rise considerably above
the present level which is deemed sppropriate under present con-
ditions. »

BE IT RESOLVED, THEREFCRE, That, pending another meet -
ing of the Conference, the Ixecutive 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 may seei desirable, provided such action
does not result in any substantial reduction in existing ex-
cess roserves and (b) if necessary, to purchase Government
securities in sufficient amounts to prevent member bank
excess reserves falling below the present general level

w\* é)ending another meeting of the Conference)

Governors Seay and McDougal desired to be recorded as voting with a
reservation. They believed that the proposal represented a step in the right
direction but would prefer to see a larger reduction in the portfolio and did not
favor the maintenance of as large excess reserves as abt present. Some reservation
as to the value of the maintenance of the present volume of excess reserves was
expressed by several of the governors.

It was understood informelly that the resolution should be interpreted
by the executive Committee as follows: |

(1) Treasury biils up to §l25,000,000 would be allowed to

run off in January to the extenmt that there is a return flow of
currency, but not to bring excess reserves below $500,000,000.
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(2} When the resolution refers to the present level of re-
serves it means approximately $500,000,000%

(3) Wnen the resolution refers t6 the return flow of
currency it means the return flow from the December pesk just
before Christmass

’ {4) There would be another meeting of the Conference
before any increase in thé System holdings of government securi-
ties above $1,851,000,000. :
aim:
At 11:00/ otclock the members of the Federal Reserve Board entered the
meeting, there being present, in addition fo the governors of the Federal reserve
banks, the following:

Governor Meyer, Messrs, Miller, Hemlin, James, Magee, —
Morrill, Herrison, Wyatt, MeClelland, and Gexters— c""l““"“v

memﬁe Federal Reserve Board ¥&& considered the

‘ a.ct\i\m—-ef Zhe conference and spproved it unanimously.

Governor Meyer expressed satisfaction with the form of resolution in that
it provided a more scientific basis for action than the usual resolutiom which
simply indicated a definite amount of securities to be bought or sold, The resolu=
tion gives assurance to bamks and business men as to the continuation of easy money
and should help meke the policy more effective. It was important, however, that
a cereful explanation of the action should be made to member banks and others,

M i : Governor Heysr said that‘the Board had approved reductions in the rate

' »' on 10-B -1oan§ in the case of two reserves banks and would be glad to act upon other

applicationss

. Governor Meyer suggested the importance of buiJ.ding up the man power of
the Reserve System by bringing in able young men. There ensued some discussion
of the aid which an adequate pension plan would give to this proposal, and it was
indicated ?hat the Board was studying the recamendations of the governors upon

. that point,

Governar Harrison reported the inmterpretations of the resolution upon

which the -conference was agreeds’
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There ensued a general discussion of what if any statement might be
given to the press, and Dr. Miller and Mr,., Hamlin, and Governors Harrison and
Norris were constituted e committee to draft a statement, amd they withdrew to
preparc a statement.

At 12:52 p, m,, the committec recturnecd and the following statement was
read and adopted without dissent:

The Open Market Policy Conference of the Federal Reserve System, with
representatives from all of the twelve Federal reserve banks in attendance, con-
cluded its meetings with the Federal Reserve Board today. The sessions of the
Conference were devotod to a review of economic, business, financial and banking
zonditions in each of the twelve Federaml reserveo districts and to the economic
and financial situation in the country as a whole. Particular reference was made
in the discussions to the workiné;s and effects of the open market policy thus far
pursued by the Federal Reserve System during the course of the economic depression.
Consideration was glso given to the attitude of the Systom in'adj usting its oper-
ations to conditions and needs as they may change and develop,

The first and immediate objectivc of the open market policy was to cone
tribute factors of safety and stability in meeting the forces of deflation, The
larger objectives of the System's open market policy, to assist and accclerate the
forees 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 intonded to maintain a substantial amount of
exccss member bank reserves, the continuance of which is decomod desirable in
present conditions. Adjustments in the System*s holdings in the opon market ac=
count will be in accordance with this policy.

/"'_‘“‘—/
At 1:00 p. m,., the meceting adjourncd,

We Randolph Burgess,
Secretary.
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CO.ITIDENT IAL

RIPORT OF OPIN MAKKET OPZRATIONS TO MEZETINC OF OPIN IIARKET POLICY CONFERINCE
HELD IN WASHLIGTON ON JANUARY 4, 1933

At the last méeting of the Open Market Policy Conference held in
Washington on November 15, 1932, a motion was carried, that it was the consensus
of the Conference that no change should be made at that time in the amount of the
System holdings of government securities emd that there should be another meeting
of the Open Market Policy Conference during the first week in January to consider

the System's policy in the light of conditions as they exist at that time.

Pursuant to this action there has been@ change in the amowmt of holdings of Q/

e st

government securities in the System Account, the total remaining up to the close
of business Wednesday, December 28, 1932, at $1,639,607,500.

Transactions effected in the System Account since the report to the
November 15 meeting consisted of

(1) Redemptions of $224,114,000 aggregate amount of
maturing Treasury bills and $19,900,000 - 3 1/4% Treasury
notes matured December 15, 1932, (representing the un-
allocated portion of exchange subscription) which were
replaced by purchases in the market of $244,014,000 aggre-
gate amount of short-term issues consisting principally of
Treasury bills,

(2) Exchange at maturity, by exchange subscrintion,
of $55,434,000 - 3 1/4% Treasury notes matured Decexber 15,
1932, for $40,554,000 new one year 3/4% Treasury certificates
and $14,880,000 new four year 2 5/4% Treasury notes.

(3) Zxchsnges in the market at advantageous rates of
$#92,200,000 agerezate amount of short-term issues of govern-
ment securities for a like amount of other short-term issues,
The following is a statement showing the issues of United States Govern-

ment securities held in the System Account on November 2, 1932, and on December

28, 1932:
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Dec. 28,
Jan. 11,
" 18,

7
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1

DJR’)

Ol L
2 BRI

25,
Feb., 8,

" ]_5’

i 23,
Mar. 1,

" 29,
Dec. 15,
Feb., 1, 1933
Mar . 15,
May 2,
June 15,
Sept.l5, 1933
Dec., 15,
May 2,
Aur. 1, 1934
June 15,
Dec., 15,

1932-47
1932~47

19

53-38

Totals

Nov. 2, 1932

5 53,500,000

59,500,000
38,677,000
45,587,000
61,100,000
54,100,000
V,Noe 000
7,000,000

O
0
0
0
0

101,197,000
13,775,000
174,025,000
125,987,500
113, 575,000
163,483,000
0
75,225,000
102,452,000
74,600,000
0
5,025,000
29,000,000
281,591,000

$1,639,607,500

Dec. 28, 1932

QO OO0

55,500,000
46,208,000
69,550,000
25,200,000
38, 600,000
49,950,000
35,000,000
34,350,000
0

13,775,000
151,025,000
123,237,500
118,725,C00
175,983,000
66,454,000
78,225,000
104,952, 000
7S, 277,000
19,880,000
25,025,000
29,000,000
281,591,000

$1,639,607,500

The following is a statement showing the anmount of esch Federal reserve

3 1/4% Treasury Notes

3 3/4% Cert. of Ind.

3 3/4% " " "

2 % n " n

1 1/2% " n "

1 ]_/47-J " il n
5/4% " " "

3 7% Treasury Notes

o ]_/85' " "

3 C/a B "

2 3/‘ " "

3 1/2% ,o lst L/L Bds of

4 ]_/ A%, noon non

4 1/4__% 4th " nooon

bank's

holding ratio,

holdings in the Account bear to the total holdings in the Account;

of each Tederal reserve bank's outri:ht holdings of Covermment securities:

Digitized for FRASER

Boston

New York
Philadelphia
Cleveland
Richmond

At lant a
Chicaro

St. Louis
Minneapolis
Kansas City
Dallas

San Francisco

Totals

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

Amount of
Participation

5 95,978,500
607,453,000
135,919,000
178,282,000

47,132,500
46,560,000
199,195,000
65, 655, 500
47,087,000
57,180,500
35,721,000
123,443, 500

$1,639, 607,500

Holding
_Ratios

5.8538%
37.0487%
8428977
10.8735%
2 8/ 85
8397
12 1&89
4,0043%
2.8719%
3.4875%

T\J

\)

4

narticipation in Govermment securities held in the System Account at the
close of business Wednesday, Decamber 28, 1932, and esach Federzl reserve bank's

i. e., the ratio percentage that each

Outricht
Holdings

% 689 ,00C
124,296,550
3 s uJO ,]_OO

0

Q
52,350
63,015,000
500,000
7,106,000
, 500
1o,\bv,0ﬂc

0

$209,088, 600

Federal reserve bank's total
also the amount
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Classification of Issues Held in the System Account on December 23, 1932,
and the Percentage of Each Issue Held in the Account as Compared
With the Amount of the Respective Issue Outstanding

- (000 Omitted)

Percentage
Amount of Issues Amount of of Issues
Held in System Account Respective Issues Held to Amownt
by Classification Out standing _Outstanding
TREZASURY BILLS
U. S. Treasury Bills due Jan. 11, 1933 5 55,800 $ 75,954 73 1/4%
oo i n moor 18, 1933 46,208 75,110 61 1/2%
oW i " nooow 25, 1933 69,550 80,295 86 1/2%
non " " " Feb. 8, 1933 43,200 75,056 57 1/2%
nom n " noon 15, 1933 38, 600 75,480 51 %
noow " o moom 23 1933 49,950 60,000 83 1/4%
UL " " " Mar, 1, 1933 35,000 100,000 35 %
moon " " mooom 29, 1933 34,350 100,039 34 1/4%
Totals $372,458 $641,934 58 %
CERTIFICATSS OF INDEBTZEDNZISS
3 3/4% Cert. of Ind. due Feb. 1, 1933 $ 13,775 $ 144,372 9 1/2%
3 3/4% n wooom " Mar. 15, 1933 151,025 660,716 22 3/4%
2 % " moon " May 2, 1935 123,238 239,197 51 1/2%
11/2% = "o " June 15, 1933 118,725 373,856 3L 3/4%
11/4% * moon " Sept. 15, 1933 175,983 451,447 39 %
3/4% " UL " Dec. 15, 1933 66,454 254,365 26 %
Totals $649,200 $2,123,953 30 1/2%
TREZASURY NOTZS
3 % Treasury Notes due May 2, 1934 $ 78,225 $ R44,235 32 %
2 1/8% " n " Aug. 1, 1934 104,952 345,203 30 1/2%
3 % n " " June 15, 1935 79,277 416,603 19 7,
2 3/4% " % " Dec. 15, 1936 19,880 360,554 _51/2%
Totals $282, 354 81,366,665 20 3/44
LIBERTY LOAN BONDS
3 1/2% lst L/L Bds of 1932-47 $ 25,025 % 1,392,228 1 3/4%
41/4g om0 1930.47 29,000 535,983 5 1/2%
4 1/4% 481 v v " 1935-38 281,51 6,268,100 _41/2%
Totals & 335,616 $ 8,196,311 4 %
GRAND TOTALS $1,639,608 $12, 328,863 13 1/4%
bl e

Total of all issues of Treasury Bills, Certificates, Notes and Bonds outstand~
ing $19,303,154,
Percentage of issues held in System Account 8 1/2%.
Digitized for FRASER
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MATURITIES OF GOVIERNMENT SECURITIRES HILD IN SYSTHM ACOUNT O DECEMBFER 28, 1932

SHORT-TERM 1SSURS

Treasury Bills, Certificates and Notes

MATTRING WITHIN 1 VEAR

Within 3 months $537,258,000

3 to 6 months 241,962,500

6 to 9 months 175,983,000

9 to 12 months 66,454,000
TOTAL MATURITIES WITHIN 1 YEAR ~ = = = = = = = = = = = = $1,021,657,500
MATURING 1 TO 2 VYEARS = =~ = = = = = = = = = = = = = = - =« ~ ~ 183,177,000
MATTREING 2 TO S YEARS = = = = = = = = = = = = = = =« = - - - - 79,277,000
MATURING 3 TO 4 YEARS = = = = = = = = = & = = = = = = « = = = 19,880,000
TOTAL = ===~ §1,303,991,500

LIBERTY LOAN BOMDS

First 3 1/2% Liberty Loan Bonds & 25,025,000
"4 1/ag o nooow 29,000,000

(Due June 15, 1947
Callable on or after June 15, 1933) $ 54,025,000

Fourth 4 1/4% Liberty Loan. Bonds

(Due Oct. 15, 1938
Callable on or after QOct. 15, 1933) 281,591,000

GRAND TOTAL  $1,639,807,500

Changes in participations in govermment securities in the System Account
since November 2, 1932,

Sales of $5,000,000 (aggregate amount )
from the Federal Reserve Bank of New York's
participation to the Federal Keserve Bank
of Dallas' participation as follows:

November 12, 1932 %2,500,000
December &, 1932 _2,500,000
$5,000,000

———

This sale to the Federal Reserve Bank of Dallas was due to the improved
Teserve position of the latter bank and represented part of its shortage in the
holdings in System Account.
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System Purchases of Bankers Acceptances

The amownt of bankers acceptances purchased by the System since November
2, 1932, has been negligible, and no allotments were made by the Federal Reserve

Bank of New York.
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January 3, 1933
R.& S.
CONFIDENT IAL Cr, 3

BUSINESS AND CREDIT CONDITIONS

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,
Businesg 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 Boardls 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 sold 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 reeching 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 deeline has also been in prices of these commodities, particularly
grains and livestock, and hag reflected in part seasonal factors, Prices of

cotton and other textile raw materials, which showed a substantial increass,

ttp://fraser.stlouisfed.org/
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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-~durable goods, such as textiles and shoes,
During recent monthg, however, thers 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-
L asnge

traction of loans, both on securities and other, with little change in the vol-
B
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,

Notwithstaﬁding the decline in loans and investments, deposits of the re-
porting banks continued to increase. Time deposits increased by $155,000,000

between July and October and then declined by $50,000,000 to December 21; demand

igitized for FRASER
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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 Government 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 OUT-OF-TOWN BANKS

Mihors s Millions o Dallars
e e
00——m—————- . Total : : ' 3000
2000 - ¥ o - | - 2000
Street Loans
e \
oo AN ,"\ Y A 1000
1000 v
; | ‘
| ’ i |
[T o
k 0 1926 1927 1928 1929 1930 1931 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 $l,’+70,000,000 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

Digitized for FRASER
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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 MS times per year in 1929, decreased to 26 by the last quarter of 1930,

and to 16 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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REPORTING MEMBER BANKS
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REPORTING MEMBER BANKS

TOTAL LOANS & INVESTMENTS
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EXCESS RESERVES OF MEMBER BANKS

Millions of Dollars "Wednesday Figures) Millias of Dollars

600 Do 600

G-old movements

Since the middle of June, this country®s stock of monetary gold has in-
creased by of which $105,000,000 was imported, $°59,000,000 re-
leased from earmark, and $31,000,000 represented domestic production and other
minor items. This addition of $59*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 decllars)

Sept. 16, 1931
to
June 15, 1932

June 16, 1932

to

Dec,_ 28, 1932

Sept. 16, 1931

to

Dec, 28, 1932

+ 37,919

Change in 7014 stoa . iveernrennn. .| -1,107,507 +595, 738 -511, 769
Net import (+) or export (~)....| - 777,10 +105,528 ~-671,577
Earmarking operations...........| — 358,51 +1459,141 +100,627
Domestic production, etce se....| + 28,112 + 31,069 + 59,181
Gains from (+) or losses to (-):

FraNCe. . ittt rine s .| -1,003,423 +194,141 -809,282
Netherlands.eeu..... cevesee| - 165,288 + 17,785 -147,503
Switzerlande..eoveeenno.en . - 112,979 + 9,791 -103,188
BelgiUMe e vvnennerenonnnnans] = 121,334 + 23,157 - 98,177
S b DA . -~ 1h,6l49 N - 14,649
GeTmMANY e evveererrnennn, eee.| = 12,860 + 7,467 - 5,393
B =0 < ceeres| + 205,753 + 10,681 +216,434
Englande. . eeevennnennnnnesa] =  U5,H67 +160, 798 +115,331
Canada. ceesrersreenereaness| + 56,386 + 30,105 + 86,491
China. s eenvrneennnveneens 4+ 20,662 + 26,686 + U7,348
IndiGe.tevnerernnennennns .o + 15,557 + 17,928 + 33,485
MeXiCOuer e ivnnsnnnnnnns el + 13,112 + 9,372 + 22,484
Czechoslovakia,...vcvveeenas| =~ 9,008 + 19,518 + 10,510
Other countries........... + 37,240 + 75,159
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Talding 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 the United States from

1919 to date and brings out particularly the fact that lossss 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-
gtances 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 posiftion 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 ratis wverying from 49,3 per
cent in Minneapolis to 71.7 per cent in Boston, On that date the system 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 Government securities were withdrawn. For 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 provisicns 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)
BostONessssae| 117 107,511| 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| 87,9k
Philadelphia.| 56.7 67,028| 255,800 49,561 52,000| 206,239}~ 45,839] 16,176
Clevelandes..| 59.2 90,881| 301,546 26,111| 85,000 275,435|- 70,642| 13,501
Richmond.....| 62.2 37,502 110,490| 17,192| 18,000 93,298~ 15,500| 7,602
Atlanta......| 55.6 27,6431 115,861 25,590| 32,000 90,271 |- 24,822! 18,145
Chicagoess.s.| 7743 | U32,446| 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 13,404 gh,bo7| 8,128| 34,900 76,279~ 30,883 3,412
Kansas City..| 58.3 32,4971 99,767| 11,136| 29,000 88,631|- 20,239| 8,636
DallaSessssss 50,1 11,474} ub,096| 5,065) 16,000 39,031~ 12,199| 5,069
San Francisco| 63.9 97,536} 259,614| 15,144| 68,000{ 244, U70i- 57,5U45] 34,249
Total...| 62.7 |1,330,537{2,999, 717|252, 304 [428,500(2, 747,413 |~335,308 | 264,259

(1)

Digitized for FRASER
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Currency movements

12,

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,

MONEY IN CIRCULATION
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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,
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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, $4,000,000 per week in November, and $2,000,000 per week in
December, One large bank in New York Cityhes 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 ISSUED AGAINST BONDS: JULY 22 TO
DECEMBER 28, 1932, INCLUSIVE

(In thousands of dollars)

Boston......... Ceeeseniaanes 3,228
New Yorke..oeeiieiniirinnnen . 19,822
Philadelphice.eovevennnonnnn. 8,962
ClevelanGeiveeveverennnn.. .. 8,357
RLCHMONe s s v s et ieninnnnns . 5,205
AL1anta. .y in e as .. 8,304
ChiCaE0 et r it eieennnnnnns . 24, ker
Ste LOUIS et i iiinrnnnn.. .. 4,793
MinneapoliS.eeeevenvennnnnns 6,313
Kansas Cit¥.eeeuveerannnn. ... 16,021
Dallase.e.os. G hee e e . 5,280
San FrancisCoe..eeeesenecenn. 52, 765

Totaleeeenrnenrnenennn,s . 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 outstanding, December
28, 1932 .. iiiiiniaen., Ceraas sesavernras . 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 $15,000,000 to $21,000,000, all

showing an increase:

PUBLIC

[ DECLASSIFIED |
Authority £ 0, j050]

DEBT

(In millions of dollars)

14,

classes of obligations

Cer- Yon~interest— Total
Bonds Notes tifi~ | Bills bearing gross
cates debt debt
Qutstanding on:
Dec. 31, 1930...| 12,113 2,342 1,192 127 252 16,026
Nov. 30, 1932...| 14,257 | 3,539 2,038 B2 330 20,806
Increase from
Dec. 31, 1930
to Nov, 30,
193240, . 2,144 1,197 gu6 515 78 4,780

‘at the lowest cost on record.

p:/[fraser.stlouisfed.org/
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High (Month)
Bonds 3 3/8% (Mar, 1931)
Notes 3 1/4 (Dec, 1931 and
Sept. 1931)
Certificates 3 3/L (Feb, and Mar,
1932)
Bills 3 1/Y (Dec, 1931)

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 shoun below; it indicates that financing in December, 1932, was

Low (Month)
IV k)
3/ (Dec. 1932)
0,09 (Dec. 1932)
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CONFIDENTIAL Decaember 31, 1932.

PRELIMINARY MIMORANDUM FOR THE OPEN MARKET POLICY CONFERENCE,
TANUARY 4, 1933,

Whon the docision was made last February to begin open market purchases

of securities the prw the policy as revealed in the discussions was

to check the unprecedented liquidation of bank credit which was exerting a
seriously depressing influence on business and on prices., It was hoped that
purchases of Government securities would enable member banks to pay off indebt=-
edness and accumulate some excess reserves, with the consequence that the

pressure to liquidate might be lessened and a moderate expansion of bank credit

-might occur, which would exert same influence in the direction of a recovery in

business and in commodity and bond prices.

In the first half ef the year funds inade available by open market
operations were largely absorbed by gold exports and currency hoarding, but in
the second half of the year both these movement s were reversed and, with the
discontinuance of open market purchases, currency returns and gold imports were
largely responsible for building up excess reserves and so became the active
factars operating towards the objectives which had been set for open market

operations,

Changes in Credit and Business

There have been substantial results towards achieving the objectives
outlined above. These results may be summarized as follows:

(1) Member bank borrowing. When the open market policy was under

discussion doubts were expressed as to the possibility of reaching the member
banks outside of principal cemters, whose borrowings accounted for a major part
of reserve bank discounts. Since February 24 when purchases of government secur~

ities were begun discounts have been reduced from $835,000,000 to £265,000,000.
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(2) Bank credit. Loans and investments of the reporting banks stopped
declining in July and since that time have increascd by $300,000,000. The in-
crease was wholly in government securitics though other foms of credit have shown
greater stability. The inecrease also was concentrated in New York, but in other
parts of the country the decline in credit has been chocked,

(3) Bond market, The bond market madc a rccovery of about 25% and

then lost approximately half the gain. The reaction was fallowed by a number of
wecks of rclative stability, and there is now some evidence of rcnewed stroength.
In recont weeks buying of long term government seccuritics by banks, insurance com—
panies and investors has resulted in new high prices since the autum of 193, and
this buying movament appears to be spreading into other parts of the bond market.
The prospects for an improved bpnd market are better than for some weeks past.

(4) Commodity prices. Commodity prices rose about 3 per cent and sub-

sequently lost all of this gain, reflecting in part the pressure of depreciated
currencies upon world prices, and especially the weskness of sterling. While de-
preciation of currencies has tended to increase or stabilize domestic psper prices
it has depressed world gold prices by reducing the buying power of countries with
depreciated currencies; and decreasing their production costs so they can sell at
lomer gold pricese.

(5) Business. The volume of business as measured by production indexes
rose about 14 per cent but has lost part of this gain,.

The present situation may be summarized by saying that a good start was

e,

made toward recovery, that this movement has been interrupted, and is now hesitant
b MH. v, e

and_uncertain. The improvement in sentiment is perhans even more marked than the
improvement in the statistics; but in this respect also sore ground has been lost

in recent weeks.
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Precedents in Barlier Depressions

Whether or not these developments in business and in prices are to be

viewed as disappointing depends very largely upon expectations, A comparison of

recent developments with those of previous periods of depression shows that recent
events have followed much the usual pattern of business recovery from depression
which is usually highly irregular and uncertain in the early stages.

The accompanying series of charts indicates the sequence of events in
the more important depressions of the past fifty years, The amount of excess
reserves that accurmlated in New York banks in each of these periods, and the
lapse of time before a sustained recovery in prices and in business activity got

under way are summarized in the succeeding table.

Fxcess reserves -~ N. Y, City Banks

1932 (since July ) 100 to 300

1 1/2 times reserve requirements retired)
14 to 40

Lapse of time until sustained rise in bond prices began

1884185 = about 6 months

1893-194 - practically none

1896-1'97 -~ none

1908 ~ DPpractically none

1921-t22 -~ within 3 months of substantial reduction in

bank indebtedness.

Lapse of time unt il sustained rise in business activity began
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1884-185 — nearly a year and a half

1893-t94 -~ aYout 10 months

1896-197 - about 10 months

1908~ ~ gbout 6 months

1921-'22 - about 6 months after substantial reduction

in bank indebtedness

Amount Per cent of
Period (§ million) Requirements
1884-~185 26 to 64 34 to 67 !
1893-194 39 to 100 37 to 74 i
1896-197 3% to 55 25 to 38 |
1908 30 to 58 11 o0 18 fé
1921-122 (Practically none; borrowings equal to |
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Lapse of time until sustained rise in commodity prices began

1884-'85 «~ over two years

1893-194 - limited rise after at least 1 1/2 years

1896-~'97 <« about one year

1908 - gradual rise within 3 months; more rapid after
1 year

1921-r22 - about a year after substantial reduction in

bank indebtedness

Present and Prospective Reserve Position.

Txcess reserves of member banks have generally been maintained since the
November meeting of the conference at something above $500,000,000, Christmas
currency demands proved smaller than were expected, and gold receipts which in-
cluded the $95,550,000 debt payment of the British Government were larger than had
been expected. Hence the member banks come to0 the end of the year with between
$500,000,000 and $600,000,000 of excess reserves. This figure will be increased
after the turn of the year, Tt remains to be seen how large the return flow of
currency will be for we do not know whether the small Christmas takings of currency
were due wholly to the depressed conditions or reflected some return of money from
hoard ing. The gold flow is definitely toward this country. From these two
causes a gain to Teserves may be anticipated in the next six weeks of anyvhere from
$200,000,000 to 5400,000,000, in the absence of any unusual circumstances.

In determining the effectiveness of any given amount of excess reserves
in constitubing pressure Tor the employment of funds several considerations appear
important.

(1) Location. Excess reserves ars now largely concensrated in New York
and Chicago as shewn on the attached chart. In voth these cities, howvever, the
increase in excess reserves has been paralleled by an increase in amounts "due to
banks" so that the excess funds really represent largely funds of out-of-ton
banks and the pressure to pubt these funds to work rests not alone on the New Yerk

and Chicago banks but on the banks generally throuchout the country. The excess
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of reserves is thus widespread in its influence.

(2) Time, The experience of the past summarized in a previous chart
indi cates that the effectiveness of excess reserves dopends in part on the lengt
of time they are hold. In previous periods of depression it has frequently taken
six months to a year for very large amounts 0f excess reserves to find reflection
in business.

(3) Assurance of Continuance, The use of reserves depends in part on

the confidence the banks feel in their. continuance. In the pre-war days it was
believed that excess reserves would continue until they were used; there was no
mechanism for absorbing them. In recent months there has been uncertainty as to

the effects on excess ressrves of Tederal reserve policy or possible demands. upon

the banks,.

Foreign Influence.

During the year influences from abroad have been important and at times
dominating. Farly in the year gold withdrawals were disturbing. Wnen the rold
movement turned,strengthening our position tut weakening the Turopean position,
depreciating exchanges becane a depressing influence on world prices as noted above.
The debt uncertainties were a disturbing inTluence second only to the political

campaign.

Debts, Prices, and Recovery.

While the financial and business situation shows now a considerable im-
provement from the position of mid-surmer the irmprovement is not sufficient and
the direction of movement is not sufficiently well established to assure a solu-
tion to the major economic problem which confronts this country and other countries
as well, That problem is whether the economic structure must be readjusted
t0 conform +to something like the present price level and volume of business or

whether we may expect in a reasonable period of time sufficient advance from
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the present price level and sufficient resumption of business activity so that a
general readjustment of debts will not be necessarye.
The condition of panic which prevailed last spring has been checked but

e

the critical problem of prices and debts remains. It is clear that a continuance S

of the present price level and the present volume of business activity would in- 25

° presemt price. —_

volve a vast readjustment of the entire debt structure, including readjustment of
\ <

a number of banking situations. The question arises whether the grinding process

———

vy

of deflation of recent wenths rmst continue or whether it would be preferable to

move decisively either for a more rapid deflation or for some measure of inflation.

The improvement vwhich took place fram mid-summer into the autumn gave some reason
to hope that recovery might go far enough and rapidly enough to relieve greatly
the weight of debts. The quest ion now is whether that recovery can be resumed or
not. The question is camplicated by widespread public and political interest
both in this country and abroad so that every decision in the field becomes in some

sense a political question,
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ij December 28, 1932,

Mr. George L. Harrison, Chairman,
Open Market Policy Conference,

¢/o Federal Reserve Bank of New York,
New York, New York.

Dear Governor Harrison:

This letter will confirm Governor liever's
recent telephone cogversation with you in which he ad-
vised that, in accordance with the understanding at the
meeting of the Open Market Policy Conference on November
15, 1932, that another meeting of the Conference should
be held during the first week in January, the Federal
Reserve Board has approved Wednesday, January 4, 1933,
as the date for the meeting.

Very truly yours,

“iered) Chester Mol

Chester Morrill,
Secretary.
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