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Secretary of the Treasury ’ o
-
Mir, Goldenweiser b

Parsuant to your recent roquufvt," there is transmitted herewith a record
in tabular form of the recommendstions with respect to opan merket operations
submitted to the Federal Reserve Board by the System Committee for review
by the Board, From Jatuery 1, 1926 until May 1830, recommendations with respect
to epen merket operations were msde t0 the Board by a committee comprised of
the Governors of the Federal Reserve Banks of Boston, lew York, Philadelphia,
Cleveland, snd Chiocago, From May £1, 1930 until June 18, 1935, the committes
comprised s representetive from esch Federsl Reserve bank, snd suhsequently
a composition of this character wap formally required by statute, The attached
document al:0 shows the dates upon which the Open iiarket Committee made
recommendations and the action which the Board took on these recommendations.
This record indicates that the Board in nearly all instances concurred with ‘ *‘
the recommendations made by tl;o committee, As & matter of practice, however, f: _ |
the Cheirman of the Open Market Committee ususlly had conversstions with the Ci’i":/ \

Governor of the Board concerning recommendstions in prospect and it wea ususl y

the case thet an agresaent was reachod before the recommendaticns mx;{ nadi‘
The following paregraphs summarise in a very brioféﬁﬂ'%\\ »

ceses in. the past nine years in which the &muitm made Mﬁ recomnendations
for 'chn‘sor docroaujin government aecurity holdings within a defime® periody
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December 27, 15

SUMMARY OF INFORMATION CONTAINED IN FILES OF FEDERAL RESERVE
BOARD OF ACTION TAKEN ON OPEN MARKET MATTERS.

On January 1, 1926 there was in existence the Open Market Invest-
ment Committee for the Federal Reserve System consisting of the Governors
of the Federal Reserve Banks of Boston, New York, Philadelphia, Cleveland,
and Chicago. This committee was superseded by thé Open Market Policy
Conference in May 1930, which consisted of a representative from each
Federal Reserve bank designated by the board of directors. Section 12(A)
of the Federsl Reserve Act, which was approved on June 16, 1933, created
the Federal Open Market Committee, consisting of a member selected by the
board of directors of each Federal Reserve bank, which committee super-
seded the Open Market Policy Conference. Accordingly, thg committee
recommendations referred to below were made by the Open Market Investment
Committee from Januery 1, 1926 to May 21, 1930; by the Open Market |
Policy Conference, or its executive committee, from May 21, 1930 to
June 16, 1933; and by the Federal Open Market Committee, or its executive

comnittee, from June 16, 1933 to the present time.

Securities in

Date Committee Recommendations Board Action System Acct.
Jan. 18, 1926 Temporary holdings of $50,- No objections Jan. 6, 1926
000,000 should not be sold to sale. $260,000,000
immediately but later. Jan. 20, 1926

$260,000,000
Feb. 24, 1926

$210,000,000

bigitized for FRASER
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2.

Securities in
Date Committee Recommendations Board Action System Acct.

Mar. 20, 1926 _Replace Mar. 15 maturities Approved

" Mar, 24, 1926 Increase account to $300,- Approved April 21, 1926
000,000 if and when necessary - $275,000,000
but not after April 15
June 2, 1926 Replace June 15 maturities Approved
June 21, 1926 Maintain account at $275,- Approved Aug. 4, 1926
000,000 Mt purchase or sell $275,000,000
temporarily $50,000,000 if Aug. 11, 1926
and when necessary $270,000,000
Avg. 17, 1926 Sell about $60,000,000 to Approved Sept. 8, 1926
Treasury for foreign account $210,000,000
Sept. 10, 1926 Maintain account at approxi- Maintain Sept. 15, 1926
nately $200,000,000 but account $200,000,000
increase or decrease by between $200,-
$50,000,000 if and when 000,000 and
necessary . $225,000,000
Yov. 7, 1926 Temporary seasonal purchase  Approved sub- Mar, 9, 1927
up to $100,000,000 ject to further $200,000,000
conference with
Board
Mar. 5, 1927 Do not replace Mar. 15 . Approved Mar. 16, 1927
maturities d $176,000,000
Mar. 21, 1927 Replace March maturiti / Approved re- Mar. 23, 1927
and purchase up to $500,- placement and  $201,000,000
f%#Qbﬂ15 r?“““ 000,000 if and when nec- approved addi-
{ A Q ‘ essary tional purchase
b \ subject to fur-
ther conference
May 11, 1927 To Auvg. 1 do not further Approved May 11, 1927
offset gold imports and $136,000,000
increase account to $250,- June 22, 1927
000,000 $250,000,000

July 27, 1927 Purchase $50,000,000 if and Approved (In  Nov. 2, 1927
when necessary addition pur- $403,000,000
chagses were .

being made to
igitized for FRASER

ttp://fraser.stlouisfed.org/
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Yov. 2, 1927

Dec. 13, 1927

Jan. 9, 1928

Jan., 12, 1928
Jan, 24, 1928
Feb. 10, 1928
Mar. 26, 1928
Apr. 29, 1928

May 25, 1928

July 18, 1928

Aug. 13, 1928

ttp://fraser.stlouisfed.org/

igitized for FRASER
ederal Reserve Bank of St. Louis
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Committee Recommendations

Offset gold movements and
seagonal stringency by
purchases or sales as
necessary

Suspend purchases

Sell $40,000,000 to $50,-
000,000

Sell securities
Sell $50,000,000
Suspend sales
Sell securities
Continue to sell

Continue to sell

Continue present holdings

Temporary purchases to avoid

credit stringency

3.

Securities in

Board Actlon  System Acct,

offset a re-

duction in

monetary gold

stock)

Aporoved Dec. 14, 1927 -
$u27,000,000

Approved Jan, 4, 1928
$423,000,000

Approved sale Jan. 11, 1928
up tO $50.000,- $)400.000 .000
000 if and when

necessary
Approved Jan., 18, 1928
$368,000,000
Approved Feb, &, 1928
$273,000,000
Approved Mar., 7, 1928
$273,000,000
Apprvoed up Mey 2, 1928
to May 1 $157,000,000
Approved May 23, 1928
$100,000,000
Approved June 6, 1928
$85,000,000
July 18, 1928
$85,000,000

Avg. 15, 1928
$75,000,000

Seasonal pur- Nov. 1%, 1928
chases up to  $75,000,000
$100,000,000.

Approved as a

last resort .



Date

Nov. 15, 1928

Jan. 7, 1929
Feb. 2 1929
Apr. 1, 1929

Sept. 24, 1929

Mov. 12, 1929

Jan., 28, 1930

Mar. 5, 1930

Mar. 24, 1930

May 21, 1930

May 29, 1930
June 23, 1930

igitized for FRASER
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Committee Recommend=tions

Parchase if and when nec-
essary to avoid stringency

Sell $50,000,000 if and
when necessary

Continue sales as necessary
under previous authority

Purchase up to $25,000,000 a
weelr if and when necessary

Remove limit of $25,000,000
per week and vurchase up to
$200,000,000

7o change

o change

Yo change

Purchase $25,000,000 a week

o change

Roard Action

Securities in
System Acct.

Yot approved
but would ap-

vrove temporary
purchases up to

$25,000,000 to

avoid temporary

situation
Yo action

Sell in small
amounts

Apnroved for
seagonal pur-
poses

Avoroved

Puarchase
$50,000,000

Approved for
two weeks

Feb. 6, 1929
$76,000,000

Mar. 27, 1929
$40,000,000

July 31, 1929
$18,000,000

Tov. 13, 1929
$9¢,000,000

Dec. 31, 1929
$278,000,000

Mar. 5, 1930
$278,000,000

Mar. 19, 1930
$327,000,000

May 21, 1930
$327,000,000

May 28, 1930
$327,000,000

June 11, 1930
$377,000,000

Aug. 6, 1930
$377,000,000
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Date

Aug. 6, 1930
Sevt. 3, 1930

Sent. 25, 1930

Jan, 21, 1931
hpr. 29, 1931
June 22, 1931
July 7, 1931

11, 1931

Ruge

Jove

30, 1931

Jan. 12, 1932

Teb.

24, 1972

Apre.

5» 1932

org/
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Committee Recommendations

Purchase $25,000,000 during
week

Purchase up to $50,000,000
if and when necessary

Purchase or sell up to $100,-
000,000 if and when necessary

Sell securities if possible
without tightening money

Purchase up to $100,000,000
if and when necessary

Purchase $50,000,000

Purchase $50,000,000

Purchase up to $120,000,000
if and when necessary

Temporary seasonal purchage of
$200,000,000 if and when nec-
essary

Purchese up to $200,000,000
if and when necessary

Purchase up to $250,000,000
at approximate rate of
$25,000,000 ver week

Continue purchases of 325,-
000,000 a week

5e

Board Action

Securities in
System Acct,

Approved

Aporoved

Avproved until
January

Approved

Aoproved

Avproved

Approved
until Jan.

30

Approved sub-
ject to review

Approved sub-
ject to pass-
age of Glags-
Steagall Bill

Auge 13, 1930
$402,000,000

Sent. 24, 1930
$402,000,000

Dec. 24, 1930
$402,000,000
Tec. 31, 1930
$475,000,000
Jan. 14, 1931
$402,000,000

Apr. 29, 1931
$Lo2,00¢,000

June 24, 1931
$46k,000,000

July 8, 1931
$514,000,000

July 15, 1931
50l ,000,000

Tov. 25, 1931
$52l4,000,000

Dec. 16, 1971
$52l,000,000
Dec. 23, 1931
$574,000,000
Dec. 30, 1931
$567 ,000,000

Feb, 24, 1932
$567,000,000

Aor. 6, 1932
$712,000,000



Date

Aor. 12, 1932

Mey 17, 1932

June 16, 1932

July 14, 1932

‘TOV »

15, 1932

Jan.

5, 1933

Ao, 22, 1933

July 21, 1933

Oct. 10, 1933
5, 1934

Mar,

26, 1934

June

tp://fraser.stlouisfed.org/
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Committee Recommendations

Purchase up to $500,000,C000
in addition to previous
authorization, vurchases to
be m~rde at rate of $100,000,-
000 a week

Continue purchases up to
$500,000,000

Continue purchases in smaller
volume but keep excess
reserves between $250,000,000
and $300,000,000

Continue purchases necessary

to maintain excess reserves
at approximately $200,000,000

No change

Purchase or sell securities
to keep excess reserves at
present level

Purchase up to $1,000,000,000

Continue purchases

Continue purchases

Reduce authorization to
$100,000,000

Sell up to $500,000,000 to
the Treagsury if and when nec-
essary

Board Lction

Securities in
System Acct,.

Approved

Aporoved

Approved

Apovroved

Yot aporoved
until May 12,
1933

Approved

Avproved

Aporoved

Yay 18, 1932
$1,296,000,000

June 15, 1932
$1,521,000,000

July 13, 1922
$1,610,000,000

Avg. 10, 1932
$1,640,000,000
Yove 16, 1932
$1,640,000,000

Jan., 4, 1933
$1,640,000,000

Jane 25, 1933
$1,559,000,000
Fed, 22, 1933
$1,629,000,000

May 17, 1933
$1,629,000,000
July 19, 1933
$1,%10,000,000

Oct. 11, 1933
$2,137,000,000

Tov. 8, 1933
$2,223,000,000

Yo action taken Dec. 26, 1934

$2,223,000,000
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MEMORANDUM OF INFORMATION CONTAINED IN FILES.OF FEDERAL RESERVE (32
BOARD OF ACTION TAKEN ON OPEN MARKET MATTERS.

On January 1, 1926 there was in existence the Open Market Invest-
ment Committee for the Federal &eserve§ystem consisting of the Governors
of the Federal Reserve Banks of Boston, New York, Philadelphia, Cleveland,
and Chicago. This committee was supen-ieded by the Open Merket Policy Con-
ference in May 1930, which consisted of a representative from e_ach Federal
reserve bank designated by the board of directors. Section 12(A) of the
Federal Reserve Act, which was approved on June 16, 1933, created the
Federal Open Market Committee, consisting of a member selected by the
board of directors of each Federal reserve bank, which committee superseded
the Open Market Policy Conference. Accordingly, the committee recommenda- ’
tions referred to below were made by the Open @&grke_t Investmez}t Committee
from January 1, 1926 to May 21, 19303 by the Open Market Policy Conference,
or its executive cemittee, from Msy 21, 1930 to June 16, 1933; and by

the Federal Open Market Committee, or its executive committee, from June

*\% 16, 1/1955 to the present time. S AE\
\> a Secur ties
— M \ Committee Recommendationsg Board Action

Jah.. 18, 1926 AGHEED that while it is not ad- COmmbthwescbien i, 1926

visable to sell immediately the reported—bo-Bosrd ‘
$50,000,000 short-term securi- emJenuesy—iguand Jﬂ« 7N

ties acquired during latter part @n January 25, Board l‘ o ) s

S

of December, 1925 for resale interposed no ob~ ipwnl 926‘
possibly in Jenuary, 1926, jection to committee $210,%4d0,000.
situation should be careful—-; furnishing the mar-
« 1y watched in order that ac- ket with an amount
tion might be tesken at sany . of certificates up
time that developments dis- to $50,000,000 a-
close desirability of selling. gainst definite or-
| | |

tp:/ffrasér.stlouisfed.org
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Date Committee Recommendationg

mended replacement of

4 curltles.

ken, at least until after

Liberty bonds and when re-

quarter~day movement will
have been completed.

J in the
no purchases shall*be made

further c0n51derat10n.

Pigitized for FRASER
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Mar. 8, 1926 Chairman of committee recom-

$66,000,000 of maturing se-

Mar.20, 1926 It was/the ungdimou$ opinion
of t?é/Z:mmi ee that other-
than!replace’ March 15 maturi-

tles no action should be ta-

March 23, when the Treasury
* _ pays off $121,000,000 of 3rd

] adjustments after the usual

Mar.24, 1926 Committee and Governor's Con-
ference recommended that if
developments in the money mar-
ket indicate need for doing
so, the unt, of securitiesg

gtem Account be in-

creased to $300,000,000, but

after April 15, 1926 without

Securééies in
System Acct.

ders. This action taken }
§

Board Action

upon receipt of advice

from New York bank that

money conditions in New

York were easing consi-

derebly. ;
|
Board interposed no objec- derrrify3926—

tion to committee replacing ¢245,099—ecu"“

so far as possible
$66,000,000 of securities“’a'!‘iq, AR

maturlng on Mareh 15,

1926 ‘dﬂ‘ -

On March 23 Board approved |
recommendations that no ..
change be made in account %
except that March 15 maturi- N\
ties be replaced if condi-
tions seemed to warrant. »
($31,000,000f of March 15 ,
maturities had not been ,/
replaced at that time). !f

Recommendation was consi-
dered by Board at meetings
on March 24 and 25 and ap-
proved on latter date.
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Date

June 2, 1926

June 21, 1926

[ )
5@3? '

August 17,1228

Sep. 10, 1926
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Committee Recommends:

Action by Board:

Securities in

Committee agreed that
£37,000,000 of June 15
meturities should be re-
placed by other short term
governments.

System Account Committee re-
commended that System Account

be maintained at existing

amount (approx. $275,000,000)

but with authority to make tem-
porary purchases or sales within
a range of #50,000,000 as may be
deemed advisable by the Committee,
any such purchases to be liquidated
within a reasonable time as mar-
ket conditions warrant.

Committee recommended sale of ap-
proximately #40,000,000“Fhird
Liberty Loan .bonds to Treasury

(at request of Treasury) without
replacement and that a meeting be
called the early part of September
to consider conditions at that time.

Committee also approved the sale,
without replacement, to a foreign

corresp dent made on August 18,
1926 of »000 Treasury notes,
the sale o 5 000,000 , Treasury notes

to a forei correspondent some-—
time that week,and the sale to a
foreign correspondent during the
next few weeks of approximately
#15,000,000 of short term secur-
ities .

Committee recommended that ac-
count be maintained for the

System Acct.

Maper—StTT28

—Aprit—2l,-1926
[ > 8]

Replacements ap-
proved by Board.

aJane—eT'tﬂzs‘”“*
b E 00, 500

e, TOCC

PRty OEB—

2B, 000, 000

Beerd met jointly — “ume=2%;" 1000
with Committee and

H
Committee's recom- S ; l

mendation and Board's an;‘ftr"'I926

approval was in si-
multaneous vote

wﬁ% 194

Ay Winse e
Gy M 1IN
ﬂwo) o, 4
Committee meeting  iugrt8y—toue-
attended by three  $R&éye007T900

members of Board,

and at its meetlng AugasETZT-jﬂﬂE?
on Aug. 23, Board Ly Oaeyel

noted approval by

all Federal reserve Sgptsﬁﬁ‘?fr'ﬂnﬁﬁ
banks of sale to(0J0 QQUTUUU'EfEP
Treasury of $#40 OOQV

of bonds without re- Sep. 8, 1926
placement. Minutes £210,000,000
of Aug. 17 meeting of

Committee presented

at meeting of Board

on Aug. 24 and were

ordered circulated

without action being

taken.
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present at approximately
ﬁZO0,000,00Q,with the under-
standing that the Committee
could, at its discretion, in-
crease or decrease the account
by not more then $50,000,000,
It was also understood that in
the event of further gold im-
ports for the account of foreign
correspondent, we should con-
tinue to furnish them with se-
curities from/the special ac-
count as heretofore, thus off-
setting the effect of the gold
imports.

Committee recommended that it

may be desirable to purchase up
to #100,000,000 of securities
during the coming 6 weeks to be
sold again at such time as credit
conditions appear to meke that
course desirable., If business
and credit conditions continue

as at present, it would seem wise
to sell the securities shortly
after the turn of the year, but
in the event of a decline in busi
ness activities, such as some ob-
servers think may occur, it then
might be desirable to retain a pa
of the securities in the Federal
Reserve portfolio,sesieds In

any event, we should be pre-
pered for either course,

P

@)

In a separate meet- S€p.15,1926
ing on Sep. 10, the #&00,200,00C
Board authorized the

Committee to maintein
t%e gccount at from

200,000,000 to
225,000,000

At meeting of
Board on Nov, 10,
1926, Board ep-
proved a letter to
acting chairmen of
Committee stating
that Board under-
stands that as the
Committee views the
situation at this
time, there is no

- need for action
looking toward a
change in the amount

rt oft‘”ﬂpecial Ih—
vestment Account s
ag approved by the
Board on Sep. 10,!'26
and in thls view,
the Board concurs.
The Board, therefore,
construes the Com-
nittee's suggestion
as an expression of
opinion on the part
of the Committee
that in the event
of a future change
in the present sit-
uvation, it may be
desirable to give
consideration to
khg increasing

the account tem-
porerily. The
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.
(57

Board assumes that should éch‘zgj'ng—-
there be any change in the {205,0005000
present situation or any ,
new ghamgm developments /”Ml ' 7’ M
which would seem to warrent 4 100,008
increasing the account tem-

porarily, the Committee will

confer further with the
Board.

Pigitized for FRASER
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M

i

!
Committee éébgmgendatiogg

Followigg tatement by Fed-
eral Adluéiry Council! that
it did not believe that
there was anything in the
business situation neces-
sitating any change in pre-
sent open market policy, al-
though should interest rates
continue to decline the Fed-
eral reserve banks should
reduce their holdings of
bills bought|in the open .
narlet, the Board transmis-
ted the statement to the
Board of Directors of the
~ Federal Reserve Bank of
New York for any recom-—
mendations that they might
care to make and with the
statement that the Board -
thinks it pertinent in
connection with considera-
tion of recommendstion to
take cognizance of the
gold imports since the
first of the year and the
present state of the accep-
tance market, and to con-
sider whether there should
be any change in the volume
of investments in the Qbs-
tem's Special :Investment
count, especially in view
of the March 15 maturities.
The New York directors re-
plied that if the committee
concurred, it would be well

Date

/
March t%, 1927

run off.

March 21, 1927 Committee agreed that it

the $25,000,000. of March 15
meturities immediately and
in view of reduction of sys-
tem holdings of bankers ac-
ceptances due to sale to a

v

fttp://fraser.stlouisfed.org/

igitized for FRASER
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to let the March 15 maturities

Board Action

On March 8 the Board ap-
proved of the committee
allowing the maturities

to run off with the un-
derstanding that, at the
meeting of the committee
called for Msrch 21st, it
could be determined if and
when it would be advisable
to replace them,

On March 21, 1927 the

would be desirable to replace Board approved the re-

placement of the $25,
800,000 of matured
Government securities

and advised the committee
that it would hold it~

@

Securities "In
System Acct.

March 16, 1927

$176,000,000.

March 23, 1927
$201,000,000.

A, 1537

LYoo 0o, 2% 2
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m”"mdwlig . tmon with the members of
the Open Market Investment Committee and the.Federal

f Reserve Board, by-telephens., it was arranged to purchase

from the Bank of France e ald gold——ne!!!,'

$6( ﬁ"ﬁ*‘h‘w and to sell to the m

_Benk oL France- & like amownt of the September maturity

of certificates of indebtedness held in the Open Market
Investment account. Securities were sold to offset

the $9,000,000 to $12,000,000 of gold which had already
arrived, but no arrerfgements were made to offset the

affect of the gold which was then scheduied to arrive.

tp://fraser.stlouisfed.org/
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Committee Recommendations

foreign correspondent in
replacement of securities
matured on March 15, the
committee should be pre-
pared to meke additional
purchases of Government se-
curities up to an amount

of about $50,000,000, if
necessary, to avoid dras-
tic tightening of the money
market.

- I ¥

Committee submitted the fol-
lowing recommendations of
policy for the period end-
ing August 1: (1) That

no further sales of system
securities be made in or-
der to offset gold imports
known or anticipated, and,
(2) That it be the policy
of the committee gradually
to acquire, if possible to
do so.without undue effect
upon the money market, suf-
ficient additional short-
term Government obligations
to bring the total of the
committee's investment ac-
count up to $260,000,000.

In a letter to the Board
Governor Strong expressed
the view of the officers of
the New York bank that it
might be well to defer fur-
ther purchases until pos-
sibly after the first of
July even though in the
meantime money rates might
advance somewhat in the
general merket. In a

deral Reserve Bank of St. Louis

Board Action

self ready upon advice
from the committee, as a
committee, or from the
Federal Reserve Bamk" of
New York, if the commit-
tee prefers to leave the
matter in the hands of
the Federal Reserve Bank,
to act upon a recommenda-
tion for the purchase of
an additional $50,000,000
of short-term Government
securities at any time
such a course should ap-
pear to be desirable.

On May 13, 1927, the Board
approved the recommenda-
tions of the committee
with the feeling that the
securities proposed to be
purchased should be accu-
mulated slowly and with a
view to the possibility
that it may not be advi-
sable to purchase the full
amount authorized within
the time limit mentioned.

Vv
On June ®8, 1927 the Board
advised the committed that
it did not consider the
$100,000,000 of securities
purchased by the committee
since May 13, 1927 (to off-
set gold earmarked for
foreign correspondents) as
forming part of the authori-
ty granted to the committee
by the Board on that date.

e

o
{7

Ly

Seéurities in
System Acct.

)
May 6, 1927
$136,000,000,
-yv
June ¥, 1927
$222,000,000.
y® ‘
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Committee Recommendationg Board Action

letter dated June 20, 1927
Governor Strong again re-
viewed the situation sta-
ting that the bank was quite
willing to watch the effect
of somewhat higher rates for
a short period, but that it
would be hazardous to allow
a general revision of the
level of interest rates to
occur.

Governor Strong came to
Washington on June 22 and
at a meeting of the Board
made an extended review
of present and prospec-
tive conditions.

69

Securities in
System Acct.
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July 27, 1927 Committee voted that its

9.

Tl

pod, %Y

prr i

Committee's action was taken Aug&e%-ﬁ-‘IHZT’_'"”
$=86-y0005000—

authority be extended for in joint meeting with Fed-
the purchase, as and when eral Reserve Board which

{ to exceed $50,000,000 of
investments.
~ November 2, 1927 Committee recommended adop-
tion of program of, (1) con-
tinued offsetting of gold
movements by purchases and
sales of securities, (2)
any considerable advances
in money rates toward end
of year would be dealt with
only if necessary by tem-
porary purchases of secur-
ities, (3) sales of secur-
ities in January in amounts
sufficient to insure re-
; tirement of seasonal issue,
| and, (4) in event of re-
newal of gold movements to
the United States, gold
may be purchased abroad if
necessary or exchange on
foreign countries pur-
chased so as to arrest a
further importation of
gold, the limit of such

and such purchases to bs
offset the same as gold
movements.

December 13, 1927 Governor Strong trans-
j mitted opinion of New
York directors that it
might be well to let
banks borrow additional
funds ungo $100,000,000
or $150,000,000 rather than
to undertake to ease the
situation by meking further
purcheses of securities.

January 9, 1928
ion of New York bank that
it might be advisable to
sell from $40,000,000 to

$50,000,000 of governments.

igitized for FRASER
ttp://fraser.stlouisfed.org/
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Committee concurred in opin- Board devormesds voted

conditions warrant, of not approved recommendation, Sepwembrer78, 1027

$365,000y006-

Apmmiviivere.
Board approved policy as NovemboRmy—3027
recommended. $403.0064060

Srocode 1Y, 719

> ;;('), 2 ama{,&hﬁ«‘?

purchases to be $100,000,000

é?‘_':j’ g
On December 14, Board

expressed concurrence in $42¥ 000,000
directors' opinion.

January 11, 1928
to approve sale of not to $400,000,000
exceed $50,000,000 of

gecurities if and when

deemed advisable by Com—

mittee.




Reproduced from the Unclassified / Declassified Holdings of the National Archives

January 16, 1928

f

January 24, 1928

/

igitized for FRASER
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gram should now work toward

- January 12, 1928 Recormended that Committee pro- Board authorized the Com-

mittee during the next two

somewhat firmer money conditionsmonths to make sales of

as far as necessary to check
undue rapid further increases
in volume of credit and in

order to accomplish this, Com-

nittee would expect to sell
further amounts of securities
and, if necessary, to deal
with gold movements in such
manner as necessary to carry
out the program.

Acting Chairman of Committee

reported sale of government se-

curities to a point at which
further securities would not
be 'sbsorbed by market except
at reduced price and it was
proposed to withhold further
sales for a day or two.

Comnmittee re;zmmended sale of
an additional” 50,000,000.

deral Reserve Bank of St. Louis

government securities from
time to time with accompany-
ing authority temporarily

to purchase such securities
should developments not

now in sight require such
action.

Board expressed sympathy

but that it would not
favor any prolonged de-
partures from the program
recommended by the Com-
mittee and approved by
Board on January 12.

No objection expressed by
Board to proposed sale.

10.

1928
68,000, OO

Ja
with the proposal reported (:;;:

-ﬁj—& 1928

#5609 ,000,000
Ay )R,



Date

Feb. 10, 1928

X

Feb. 27, 1928

/

Mer. 26, 1928

Apr.,11, 1928

Apr. 18, 1928

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

Reproduced from the Unclassified / Declassified Holdings of the National Archives

Committee Recommendations

Board Action

New York directors expressed Board expressed agreement
opinion that no further sales with conclusion of di-
of securities be made for the rectors although there

next three or four days.

New York Directors reached
conclusion that no further
sales of securities should
be made at this time.

Committee recommended that
the policy recommended in
January be continued until
another meeting is held or
until a change in the si-
tuation makes an earlier
reconsideration desirable.
The Committee would expect
to make such changes in
the open market account as
are necessary to carry out
the policy.

Deputy Governor Case re-
ported plans to sell
$20,000,000 to $25,000,

000 of securities in or-

der to keep & grip on

the pmasews-situation.

Mr. Case reported New York

‘directors felt that situa-

tion was getting out of
control largely because
of money coming into New
York presumebly attracted
by high call rate.

was a feeling on the part
of some members that fur-
ther sales should be sus-
pended indefinitely.

This opinion shared by &all
members of the Board.

Board epproved policy re-
commended by Committee
and authorized Committee
to meke further sales of
Government securities from
time to time up to May 1,
1928,at asbout which time
another meeting of the

committee with the Fed-

eral Reserve Board will
be held unless a change
in the situation makes
earlier reconsideration
desirable.

Governor reported he had
advised Mr. Case there
would be no objection to
sale of securities con-
templated.

Increase in discount rate
at Boston bank was under
consideration and Board ap-
proved increase apparently
on basis that sales of se-
curities were not having
desirgéd effect.

lL.

Securities im
System Acct.

$%. " gn,nnn ‘

Y

, 1928
$275,000,000.

==

Im? Vi 193%

8/-)' A yhﬁﬁ“)




Date

Apr. 29, 1928

May 25, 1928

A

July 18, 1928
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Committee Recommendations

In view of continued expan-
sion of bank credit at what
seemed to be an unduly ra-
pid rate, notwithstanding
the sales of securities and
increase in discount rates,
the: committee recommended
that the general policy
adopted at meeting on March
26 be continued.

Committee saw no reason to
change policy adopted at
last meeting and expressed
opinion that it may be ne-
cessary to assert further
pressure on the situation
and, to this end, that it
may be advisable to meke
further sales of securities.

Committee recommended that
no open market action be
taken at present or until
moderately high level of
money rates has continued
long emough to provide a
testing of the credit si-
tuation which mey have ef-
fect of checking unsound
uses of credit., Committee
expressed opinion that a-
mount of member bank bor-
rowing and present monsey
rates would not be whole~
some if continued over an
extended period, that the
System should be prepared
to exercise its influence
to modify these conditions
and that situation should
have careful continued study.

Board Action

Pnd

( Board expressed agreement

with procedure suggested
by the committee and ap-
proved its recommendations,
but in doing so, reserved
the same right that the
committee reserved, of
changing its position
should conditions develop
which would meke a.change
advisable.

Board approved policy out-
lined and approved further
sales if such sales were
deemed necessary by the
committee.

12.

Securities in
System Acct.,

oy V3, /9D

' 0,890
/o‘D/ )

n&;f' 1928

$8§, 000,000

/854
’6’{ §oh, R

J&iy‘!BTIQZE/

@7./4’,”%

A )J 088099
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Aug, 13, 1928’ Committee expressed opinion

Board Action

On August 16 the Board

that conditions did not neces—expressed agreement with

sitate immediate purchases,
that there were indications

the committee that the
seasonal requirements

that with approaching fall de-would probably develop a

mands for credit, it might
soon be possible or necessary
to take steps looking toward
the reduction or at least the
avoidance of the nece551ty of
dny substantial increase in
volume of member bank dis-
counts and with these facts

. —— D

strain upon the future
credit situation which may
react unfavorably upon
commerce and industry and
that if such a situation
should develop, the System
should take some action to
relieve the strain. Board

in view, committee recommended stated, however, that it

the policy of purchasing se-
curities whenever it should
become necessary to avoid un-
due credit stringency.

Nov.1l5, 1928 Committee renewed the re-
commendation conteined in
its report of August 13
that Iwecccxmwxkhe it be
the policy of the System
to purchase Government se~
curities if and when it
might become necessary to
avoid an acute stringency.

Jan, 7, 1929 Committee expressed o-

pinion that System should

be prepared to sell up

to $50,000,000 of securi-

ties during January or

. February if amount of mem-

\/ ber bank indebtedness
should diminish to an
amount where money rates
became so easy as to siim-
ulate further increases

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

#deral Reserve Bank of St. Louis

would not care to agree %o
purchase of securities ex-
cept as last resort, and
with this understanding,
it approved the purchase
of securities up to
$100,000,000.

‘refugsed to apgrove recom-
mendation foy¥ reasong

staeted and gdvised com~
mittee that'it would hold
itself 'in readiness to

act promptly upon written
or telephone request from
the committee in an amount
not to exceed $25,000,000.

No action by Board

13.

Securities in
System Acct.

n. /¥,

Aagﬁk? 1928
,875,000,000.

/‘7& Q4o e
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Seéurities in
Date Committee Recommendations Board Action System Acct,

in total volume of credit
beyond that rmoporwt re-
quired for business pur-
poses, but that there was
no occasion at that time
to make a recommendation
either as to purchase or
sale of securities.

Feb. 2, lgﬁ Board expressed no ob- MW*\'Z /7\4
jection to Governor ad- A 5
vising committee that $0, e ws

V// Board sees no reason why

sales of securities
should not be made in
smaell amounts

Peb. 5, 1929 - Governor of New York

bank was present at ..
‘meeting of Board and
referred to possible
necessity of increase
in the discount rate

Ny should other efforts

v fail to halt increasing
volume of credit. Ma-
jority opinion of mem-
bers of the Board was
that further efforts
should be made along
.the line of so-called
direct action, and that
'a rate increase should
‘not be considered until
the system is satisfied
that all other readenabhle-
means had been exh@ésted.

ttp://fraser.stlouisfed.org/
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Securities in

Date Cémmittee Recommendations Board Action System Acct.
3/,
Apr. 1, 1929 Committee informally agreed htlir=s 192%/
that there appeared to be no > d
need to consider the pur- Arf vod oud

chase of Government securi-
ties and that, as the com~

f mittee already had authority
to sell Government securities,
there was no occasion for a
further recommendation at
that time.

May 21, 1929 Federal Advisory Council Mey-225-2920
publicly steted thet it $21.,000.000.”
continued to agree with
the view of the Board
that an excessive amount
of the country's credit
had been absorbed in
speculative security
loans, that the policy

X pursued by the Board had

/ had a beneficial effect
and that efforts in this
direction should be con~
tinued. Council recom-
mended that it grant per-
mission to raise the dis-
count rate to 6% at the
Federal Reserve banks re-
questing it.

(211 during this period
* up to August
when the rediscount
rate of 6% was approved
for the Federal Reserve
% - Bank of New York, there
‘ 'was continued considera-
* *tion of discount rates
in connection with the
Board's policy of so-
called direct zction).

igitized for FRASER
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Aug. 8, 1929

Sept.17, 1929
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Committee Recommendations

The Governors' Conference

Board Action

The rate of 6% establi-

expressed the opinion that in- shed by the New York

creesed credit demsnds in-
cident to sutumn require-
ments should be met so far
as possible by an increase
in bills and that this pro-
cedure can best and most
safely be undertaken and
with least risk of abuse

in the use of the Federal
reserve credit under the
protection of an effective
discount rate in New York.
Conference recommended that
the Board act favorably on
sny application that may be
made by the Federal Reserve
Bank of New York for an in-
creagse in its existing rate.

directors was approved
by the Board on August
8, afiter the Board had
voted to adopt the re-
port received from the
Governors as a basis of
Federal reserve policy
during ensuing months.

The Federal Advisory Coun-
cil expressed belief that
the increasing of the New
York bank rate to 6% and
the reduction in the buying
rate for bills in the open
market had worked satis-
factorily and that such
action had the approval

of the Council., ‘

16.

Securities in

System Acct,
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Date Committee Recommendation

September 24, 1929 Committee favored a further
increase of open.market hold-
ings for purpose of avoiding,
if possible, any increase in
total volume of member bank
discounts during the fall
season if this could be done
without stimulating unneces-
sary or abnormal expansion of
member bank credit. It fav-
ored an increase of these

of bills if these could be

obtained and if not, by pur-
chases of short term govern-
ments. Committee recommended
that it be authorized to pur-

a week of short-term secur-
ities with the understanding
that there would be a careful
current review of the con-
sequences of such purchases.

Oct. 29, 1929

Oct. 30, 1929 Governor Harrison advised
of purchases the day before
of $69,000,000 of govern-
ment securities for the New
York bank under authority of
A the board of directors who
\ had authorized the purchase
of securities by the bank in
an unlimited amount in the
discretion of the Governor.

J>igitiz'ed for FRASER
ttp://fraser.stlouisfed.org/
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/ holdings by continued purchase

Board Action

Securities in
System acct.

On October 1, Board approved seps Z989

proposed program and author-
ized purchase of short term
governments at not to exceed
$26,000,000 a week. Board
stated that its approval was
mainly for seasonal reasons
and should not be interpreted
as a reversal of former pol-
icies.

chase not to exceed %25,000,000

ha 13,171
278 oo

Board expressed the definite Ootrm@é=%®29
opinion that the most help- %5, 99K 000 v~

ful thing at that time would
be a reduction in the dis-
count rate of the New York
bank to 5% coupled with an
understanding that the Sys-
tem would suspend, for the
time being, any purchases
of government securities
pending future developments
in the credit situation as
a result of the rate reduc-
tion, and further consider-
ation and approval by the
Board.

Governor Young reported at
Board meeting that he had
advised Governor Harrison
that directors' action
would probably lead to
eventual promulgation by
the Board of a regulation
on mpimimm open-market
operations.



Date

Nov. 7, 1929

L

Nov. 12, 1929

Wigitized for FRASER
tp://fraser.stlouisfed.org/

Reproduced from the Unclassrﬁed / Declassn" ed Holdmgs of the Natlona] Archwes

Committee Recommenasation

Directors of New York bank ex-
pressed the opinion that the
policy of the system for the
coming weeks should be to keep
a plentiful supply of money in
the market through the purchase
of bills if available, and, if
not, through the purchase of
zovernments.

Committee recommended that the
oresent limit of $25,000,000 per
week on the purchase of Govern-
ment securities be removed and
that the Committee be authorized
in lieu thereof, to purchase not
to exceed $200,000,000 of se-—
curities, with the understanding
that there would be a careful
current review by the Board and
the Committee of the consequences
of any such purchases.

deral Reserve Bank of St. Louis

Board Action

Securities in
System Acct.

&
NS BO0 v

In November 13, the Board W
advised the Committee that s ,

it had authorized the
Governor, should the Board
not be immediately avail-
able to act on its behalf,
in giving approval in an
emergency to purchases of
securities and that if an
acute emergency arises
where it was not practic-
able-to confer with the
Governor, the Board would
interpose no objection to
a purchase operation being
undertaken with the under-
standing that prompt ad-
vice would be furnished
the Board.

On November 25, 1929
Board advised Committee
that it had reconsidered
its action of November
13, 1929 and had voted

to approve the general
principles as to future
policy laid down in the
report of the open market
investment Committee
dated November 12 and
the” resolution adopted
by the hoard of directors
of the New York bank on
November 7, and had au-
thorized the Committee

to purchase from time to
time not to exceed in the
aggregate %200,000,000

of securities, with the
understanding that if at
any time the Board feels that
purchases are being made too
rapidly, it will so express itself

ﬁ i ttee and reconsider the
whole 51 1on.

Dec. 31, 1929
$278,000,000 ¥



Date

Jen. 28, 1930

March 5, 1930

March 24, 1930
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Committee Recommendation

Committee expressed opinion
that no open-market operations

in government securities were
necessary at that time either

to halt or to expedite the
trend of credit, but recom-

mended that the minimum buy-
ing rate for bills be reduced

so that the Federal reserve

banks might have such flex-

ibility in their bill opera-

tions as to avoid the hardeningpoard reduced to

of rates.

" Committee expressed opin-

ion that there was no oc-
casion for further pur-
chases of Government se-
curities, but in the
interest of flexibility and
preparedness for the un-
expected, favored a re-
duction in the minimum
buying rate on bills to
25%.

Board Aection

19.
Securities in

System Acct.

On Jan. 30, the Board con-
sidered a request from the ¢
Federal Reserve Bank of
New York for a reduction
to 33% in the minimum
buying rate and advised
that the request had been
taken under review and had
determined the minimum
buying rate to be 334.

On February 12, 1930, the
35% the
minimum buying rate on
acceptances at the New
York bank.

M, I

Jar'ﬁﬂ" 1930

278,000, 000v

19

The Governor of the Board March %, 1930

was authorized to request
that there be submitted Y
to the New York directors
radually not to exceed
$50,000,000 of securities
during the next two weeks

or so. Un March 7, Mr.
Case reported authoriza-
tion by the directors of
the New York bank to pur-
chase up to $£50,000,000

of securities in accord-
ance with the Board's

zzﬁgestion.

On March 25, action on
request of New York bank
for reduction in min-
imum buying rate on bills
to 25% was deferred.
Actlon was again deferred
at the meeting of the
Board on March 26. On
April 8, 1930, Board eu—
thcr:ze&-Commlttee that
it concurred in Committee
report of March 24, ex-
cept in the event of

some unforeseen devel-
opment, bills should not
be bought below 3% al-
though in view of the
trend of bill rates since
the date of the meeting

Paad

a-?% 000,000V

M%:“

7/

ﬁ}ﬁaPaﬁ&f13o

#3v70>"

&

(o130, g /
! : /

LY 4
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0.

Securities in
Board Action System Acct.,

thé Board desired to keep Mamelr=2€=860
under review the question $32kgeeeU0D -
of & reduction to 23% in the

minimum buying rate.
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ate Committee Recommendstions

Apr. 24, 1930 New York directors voted to
egbablish rediscount rate
of 3% predicated upon ap-
proval by Board of minimum
buying rate of 23% with the
N idea of putting into effect
f a rate of 2-3/4%, if the
discount rate was reduced
to 3%.

May 21, 1930 . Committee voted to go on
record that recommenda-
tions as to discount rate
of any Federal reserve
bank is not within com-
mittee's proper province

and the directors of any

T\ Federal reserve bank must

be free &t any time to
change the discount rate
for their bank, subject
only to the review and
determination of the Fed-
eral Reserve Board.

Committee stated that it
did not appear that any
affirmaetive recommenda-
tion as to open-market
operations wes advisable
at that time.

May 29, 1930 Governor Harrison re-—
ported feeling on the
part of the directors

‘ of the New York bank
f that action should be

taken to further ease
the credit situation
and had made a recommen-
dation that the System
proceed to purchase Gov-
ernment securities at

Rl.

Securities in

Board Action System Acct.

Board held request for A

22% buying rate under -
review and determined ’
minimum buylng rate to

be 2-3/4 %of MA“

5000/

ié:;7c3° 429112? 7 ZZ{

e Ul R T

May ‘}g. 1930
$327,000, 0007

On June 3rd Board au- June&l 1950
thonized purchase of %54&5000 000
not to exceed $25,000, 377

000 of securities a
week for the next two
weeks /éQQZZZZ% % lo

JQA,LAQ/AoM/‘z.~Z::7

M«(A.
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Securities in
Date Committee Recommendations Board Action System Acct.

the rate of $25,000,000 &
week; that seven banks con-
curred in the recommenda-
tion, four were opposed,
and one interposed no ob~-
Jjection,

Pigitized for FRASER
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Date

June 23, 1930

b

Aug. 6, 1930

Lyl

igitized for FRASER
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Securities in

Committee Recommendation Board Action System Acct,
Committee expressed opinion s 1930
that it was not desirable for $877,000,000 v

System to undertake any
further purchases of secur-

‘ ities.

- Conmittee requested approval Board gave approval re- Aug. 13, 1930
of immedimbe purchase of quested. . ) $402,000,000 v/

$25,000,000 of securitieges

dw‘? WW//M{
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23
Securities in
Date Committee Recommendation Boerd Action System Acct,
29 22
June 23, 1950 Committee expressed opinion 5 1930
that it was not desirable for $877,000,000 v
System to undertake any
* further purchases of secur-
ities.
Aug. 6, 1930 . Committee requested approval Board gave approval re- Aug, 13, 1930
z ‘of immediebe purchase of quested. | $402,000,000 v/

$25,000,000 of securitiege

777 N

igitized for FRASER
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ate Committee Recommendations

Sept. 3, 1930

,

Committee recommended au-
thorization of purchase of
securities up to $50,000,

sed. if necessary as a
///////’)Eﬁpéigiﬁﬁfufa"preoent pur-

demands for credit, gold ex-

terfere with the continu-
ance of present money con-
ditions.

Sept.25, 1930 Committee recommended au-
thorization to supplement
bill purchases by purchases
of Government securities

‘in the event that the sea-
sonal demand for Federal
reserve credit, gold exports,
‘or other factors, should
tend unnecessarily to
‘tighten present mo rates,
and that in the event that
conditions develop which
would require sales of
securities to execute this
policy, the committee should
be authorized to meke such
sales; it being understood
that if the committee
should have to buy or sell
more than $100,000,000 of
securities to maintain the
status quo, new authority
should be procured in ac-
cordance with the prescri-
bed procedure.

igitized for FRASER
Wip://fraser.stlouisfed.org/
deral Reserve Bank of St. Louis

chases In offsetting seasonal-

ports, or influences toward -_sheuld—heve—beerotd—" /&
firmer money which might in-_,ﬁos—ﬁreeruuu THIT ais— (P

R4,

Securities in

Board Action System Acct.

Board granted authority
requested,

Sept. ¥, 1930
402,000,000,/
=

—zttenrtiowto—tne 1zce.
000, with understanding that ~dhet—thre-procvedurs o=
“.authority should be exerci- —lewed-by-tbire—commiibee

On October 2, 1930 the fct T, 1550 ,
committee was advised that 44085007, 000.

the Board was prepared
to approve the purchase
or sale of Government se- 2 Yoy, g ar?
curities within the limits
proposed for the purpose
of maintaining stability

of rates, such authority P33y oo 23
to run until an agreeable »
qate next January, unless ,,/$T/7~3/

a change in conditions be-
'fore that time should mske
‘e review and reconsidera-

g}/iﬂl, 09'}, &wd) ‘

‘tion of open-market policy

advisable at an early date.
The advice also stated that

‘it was understood that such
‘purchases or sales of se-

curities would be made in

~ consultation with the Gover-
nor of the Board or acting

executive officer, except
purchases or sales made in
small amounts in pursuit

'‘of an understood program,

or in the event of a sud-
‘den emergency.
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(s .

Date Committee Recommendation Board Action Securities in
System Acct.

Oct. 22, 1930 In considering a purchase

of sterling exchange by the
Federal Reserve Bank of
New York, the Board stated
that it is assumed that
the special operations in
foreign exchange will be

, considered as part of the

I open-market program sub-
ject to the policy agreed
upon by the Open Market
Committee and approved by
the Board.

Nov. 18, 1930 The Federal Advisory Novi—to—3e3e—
Council expresgssed the _S4034000ro0ny
opinion that the present
situation would be best
served if the natural flow
of credit were unhampered

X by open-market operations
or changes in the discount
rates; the seasonal de-
mands during the balance of
the year should be met by
rediscounting on the part
of member banks.

Dec. 20, 1930 Committee expressed will- Derv81571930
- ingness to leave it to the _$43540007060 «
.Judgment of the New York
bank whether some additional
amount of government secur-
ities should be purchased
% 1n) $100,000,000 au—
A thority with the under-
standing that the New York
bank would keep in close
touch with the members of
the Committee.

Jan. 6, 1931 Board approved Governor
Meyerts action in advis-
ing New York, that he felt,
in the light of all cir- o —
cumstances, the Board sadufmied ko ¢ é}“&”"‘
4 would not-ebjeet to the Y
purchase by the New York
bank of approximately
$45,000,000]of securities
from two member banks or

igitized for FRASER .
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Board Action

(cou's)

the purchase of $32,000,000
of securities made by the
Committee because of banking
and credit strain over the
year end.
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27,
Securitiss in
Date Committee Recommendationg Board Action System Acct.
Jan. 21, 1931 It was the sense of the com- On January 50, the Board dEnT TS, 1931
mittee that it should be the advised committee Board $402,000,000v

policy of the system to con- approved of recommendation.
tinue an easy money policy
in the best interest of trade
and commerce, but that it
X would be desirable to dis-
pose of some of the system's
holdings of securities as and
when opportunity affords with-
out disturbance or tightening
of the money position.

Feb. 17, 1951 | Federal Advisory Council

—Feh. 18,2951
reiterated the recommenda-  $402,000,000)

tion mede by its previous
meeting that the situation
would be best served if the

X natural flow of credit were
unhampered by open-market
operations or changes in
the discount rates.

Apr. 29, 1931 Committee recommended au- On Mey 7 Board suthorized,  ApSeeuCwwoBl,
thorization if and when it if and when it appears to $400=m0pe00T
appears necessary or ad- committee necegsary or ad- \A!;/7
N4 visable to purchase up to visable, to purchase up to A 3/

$100,000,000 of securities.  $100,000,000 of securities. @ Fyd(/ ,,wwm‘

June 22, }931 Committee voted to buy up Jurs 24, 1031
to $50,000,000 of securi~ $4647600;000¢
ties with the understand-

ing that there would be M £7%3)
N{ further conferences by "

telephone or otherwise be- -

tween members of the com- ﬂ{f?ﬁ{w““3“”“

mittee before any purchases
were made beyond that amount.
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Aug. 10, 1931

Aug. 11, 1931
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Committee Recommendation

Committee agreed to proceed
with purchase of an additional
$50,000,000 of securities.

To counteract tightening in-
fluence of $50,000,000 of
maturing bills held by Bank

of France, Executive Committee
of New York bank authorized
officers to purchase up to
$50,000,000 of Government
securities.

Committee recommended author-
ization to purchase up to
$120,000,000 of securities

if and when it beceme$ neces-—
sary or advisable to do so,
,or if necessary or advisable
ito sell up to a similar
amount.

2¢

oom———————

Board Action Seéurities in
System Acct.

~Duly-8y-398T-
$5;4-eoo—05

July 15, 1931
$524,000,000

Governor Meyer‘ and agr—iEy-3883
Mr. Miller were present at $524.0007000
meeting in New York and,

being femiliar with the

attitude of the Board,

did not express objection

to the action. ;¢4VV1Af:
Ll

On Aug. 18, Board ad-  _Agik 29, 1951
vised Committee that it $524,000, 000 ¥
gave a general approval

to the contemplated pur-

chase of Government se—

curities, and in order that

Committee may be prepared

to act promptly on the

current application of the

policy of purchase, it had

authorized the Governor of

the Board, until such time

as the matter of open-mar-

ket policy ghould be reviewed

and further considered,to

act on its behalf with re-

spect to the purchase of -
an aggregate of $120,000,000
of Government securities.
The Board also stated that
it was amiimmkemd not au-
thorizing the Governor

to exercise its approval
with regard to sales of
securities and that in the
event conditions should take
such a turn as to make

sales of securities from .

? System Account advigable

in the judgpment of the Exe¥utive
Committee of the Conference, the Board
would wish to consider the matter.



Date

Oct. 26, 1931

Nov. 30, 1931

Reproduced from the Uﬁclassiﬁed | Declassified Holdings of the National Archives

it Rec endati

Oct. 22, 1931

Committee agks for the
same leeway with respect
to the sale of Government
securities: as it possessed
with respect to purchases,
1 as recommended by the re-
solution of August 1ll.

. While committee was of the
opinion that no occasion
~ for immediate purchase of
Government securities e—
xisted, it requested au-
thority, in order to be
prepared if and when oc~
v casion arose, to buy up to
$200,000,000 of Government
securities before the end of
~the year and authority in
its discretion to sell any
security so bought after

the turn of the year if con-

ditions should then permit.

Digitized for FRASER
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28.

Securities in

System Acct.

CTe Vs
Q “355,0007

Board Action

Expressed as feeling of
members of the Board at
meeting on October 22,
1931 that, if recommen-
ded by the executive com-
mittee of the open mar-
ket policy conference,
they would be inclined

to approve the sale of
securities from the open-
market account, or to al-
low maturities to run off,
to the extent of $12O,OOO7
000.

Board not disposed to 6ot e8, 1931,
grant suthority re- QEZETUUUTUOU?/
quested L A0 /”Xﬂ—lf{)

———""
aclea A&«.

Board granted authority Dec./é; 1931 |

requested with under- $524,000,000Y
standing that it would

run until January 30th Bee. ¥ 3 /93
or such earlier date as P s

another meeting of the V¥ ss0 o
committee. 0&’3% /537

"/‘ 2 G ‘-’%g,)‘;:n,)



Jen. 12, 1932

Feb. 24, 1932

April 5, 1932

v
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Committee recommended that it
be authorized if and when de-
sirable to purchase not to ex-
ceed $200,000,000 of securities
such purchases to be made only
after the approval of the Ex-
ecutive Committee at a meeting
to be called for the purpose
of considering the occasion or
sexamnx need therefor.

20

.

v,

On January 19, 1932 Board Jesmw—bdy 1932
granted the authority re-
quested with the under-
standing that any action
taken by the Executive Com-
mittee would be subject to
approval of the Federal
Reserve Board.
also reserved the right
to review ke and re-

$567,000,000 -

The Board

guest its approval if and
when circumstences jus-

tify.

Committee recommended that sub-
ject to the approval of the Fed-
eral Reserve Board the Executive
Committee be authorized to pur-
chase up to $250,000,000 of se~
curities at the approximate rate
of $25,000,000 per week; it
being understood that purchases
under this program should be
made after a meeting of the
Executive Committee called for
the purpose of considering

such purchases.

Committee voted to continue
purchages of securities at
$25,000,000 a week previously
authorlzed.

Federal Reserve Bank of St. Louis

zif, 1952

$5675000;009
# 2/ v;000 500

Board granted authority
requested and thed at
immediate subseguent
meeting of the Executive
Committee of the Open
Market Conference, it
was decided to proceed
with the purchases of
Government securities

if and when the Glass—
St&egall bill was enacted
in the law,

APFIT85-3052
$712,0005000
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8l.

Securities in

Date Committee Recommendations Board Action : System Acct.
Apr. 8, 1932 New York directors voted sub- Board concurred in Gover-
ject to approval of Board nor M?érh advice to Gov-
that bank should purchase ernor Harrison that in-
for its own account $50,000, asmch as a meetirgof the
Al 000 of Government securities. Open Market Policy Con-
/ - ference would be held

during the next week for
the specific purpose of
considering the whole
matter of Open Market
. policy, the New York
bank should postpone

any purchases of securi-
ties until the conference
had had an opportunity to
canvass the situation in
all its aspects.

Apr. 12, 1932 Committee requested au- Board granted authority Apn.-l&,-lﬂS%/
thority to purchase up requested. $81.240007060.
to $500,000,000 of Govern- /€ v
ment securities in addi- }atg? *gt )13 i
tion to the une}pired au- -
f thority granted on Febru- ‘ré 1A
J ary 24, and that these

purchases, at least in the
initial weeks, should be
at a rate as rapid as may
be practicable and if pos-
sible should amount to
$100,000,000 in the cur-
rent statement week.

N
May 17, 1932 Committee requested au- Authority requested gran- May“th 1932. |
thority to continue the ted by Board. 15E15863000,000V/
purchase of Government & rv)
‘ securities as mey seem In joint meeting of the ‘
i advisable from week to Federal Reserve Board
j week, but not to exceed and Open Market Pelicy
an aggregate of $500, Conference, the issuance
000,000 without another of a statement to the
meeting of the Open Mar- press was approved; it
ket Policy Conference. stated that the Gover-

nors of the Federal

Digitized for FRASER
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Committee Recommendations

32.

Securities in
Board Action System Accte.

reserve banks met with
the Federal Reserve Board
and it was decided to
continue open-market
operations by the pur-
chase of government
securities, the extent
and amount to be deter-
mined from time to

time as conditions
Justify.
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Date

June 16, 1932

.

ool

Juﬂa'l4, 1932

Nov. 15, 1932
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Committee Recommendation Board Action

Committee agreed to a proposal -
that (1) until further notice
purchases of Government
securities should be made to
keep excess reserves of member
baenks at a figure between
#250,000,000 and ¥300,000,000,
(2) that the System should con-
tinue to show an increase from
week to week in total holdings
of Government securities in
order to avoid the creation of
a feeling that the policy of the
System had been changed, and (3)
that in the coming week it ap-
peared that the purpose might be
accomplished by smaller purchases.

Sonference rejuested authority to
buy securities to the extent
necessary to meintain excess reserve:s
at approximately $200,000,000, total
purchases to be limited to the amount
previously authorlized which was
#207,000,000. For the guidance of
the Executive Committee, it was the
sense of the Conference that except
in unusual or unforeseen circum-
gtances purchases should not exceed
15,000,000 a week, but for the next
4 weekxs should be not less than
$5,000,000 a week.

Conference was of the opinion that

no change should be made in the amount
of System holdings of Government se-
curities pending another meeting of
during the first week in

Authority regquested
was approved by Board.il,e¥),000,000

32,

Securities in

System Acct.
g /3

11,€20,000,000

e

19382

TRTYTT, 1932

Aw./¢ /93w

&/, 640, v

Nov, IS5, L1935 /

*ly 84870697000

%

i
i

i
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Date Committee Recommendstions

Jan. 5, 1933 Conference was of opinion
that no change should be
made in the System!s hmimt-
Ingx policy intended to
maintein a substantial a-
mount of excess reserves,
but recommended that au-
thority be given (&) to re-
duce 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

did not rasult in any sub-

stantisl reduction in exist-

ing excess reserves, and
(b) if necessary, to pur-
chase Government securities
in sufficient amounts to
prevent excess regerves
falling below the present
general level.

. Feb, 27, 1933 Secretary of Treasury sug-
gested advisability of
purchasing during the
week sacurities in such
amounts up to $100,000,000
as might be necessary to
i steady the market.

Apr. 22, 1933

/

It was sense of the con-

. ference that, subject to
the approval of the Fed-
eral Reserve Board, the
executive committee be su-
thorized to arrange with
the 8ecretary of the Trea-
sury from time to time
_to purchase up to $1,000,
000,000 of Government se-
curities to meet Breasury
requirements.,

Digitized for FRASER
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Board Action

Recommendation ap-
proved by the Board.
(Press statement is-
sued in connection
with this action).

Digcussion at Board
meeting indicated that
members of Board were
not disposed to favor
the suggested action.

" On April 26, 1933 the

Board advised the Chaim-
man that it did not think
it advisable to make any
change in the system hold-
ings of Government securi-
'ties that week and that
‘action on the resolution
of the conference had been
deferred.

b g

ara————

Securities in
System Acct,

3y
Jan, ™%, 1933
$1 ;849,000,000
J»f

»

jﬂa‘ vv) /9 3’)
&,‘V? @«5%%“"*’

,Eob-.—-e,—Igzzf v
us £ ’ ,UOO

Fevf‘zzj”IQEEF‘
P HeyoRB50005 00

May 17, 1933 /
$1,629,000,0®
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Seéurities in
Date Committee Recommendatigns Board Action System Acct,

On May 12, 1933 the

Board advised the Chair- 7/ 979 33
man of the conference '
that it authorized the B 8/0, ned 48d

committee to proceed with
its proposed purchases of
Government securities

up to an aggregate of
$1,000,000,000. The
Board also stated that

it would have the whole
matter of Open Market
Policy under constant
review and would advise
the committee lof changes
to be made in the pro-
gram in order more fully
to adjust it to the re-
guirements of the nationsal

situation.
May 23, 1933 Executive committee Mery—27, 1955 )
voted that authority AlySts000; 000
298 given to it at pre-
vious meeting of the REY SI, 1923 v/
conference should be ~H3500270007600-
N amended to remove the

restriction, "to meet
Treasury requirements”,
in order that purchases
of securities may be
made promptly if, in
the judgment of the
committee, such cha-
ses are considered de-
sirable, whether or not
to meet Treasury require-
ments.

Committee also voted to
purchase $25,000,000 of
Government securities
during the statement week
provided the majority of
conference approved the
proposed extension of au-
thority to the executive
committee.
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June 23, 1933 Executive Committee decided to

purchase approximately 20,000,000

of securities during the current
week and no decision was reached
as to definite action beyond the
week because of the great un-
certainty as to the

K

1. an
UALIC ~

14922 )
*1,369—003"000“/

the dollar and other 1nfluences af-

fectirg business activity.

July 21, 1933 It was the sense of the Federal
Open Market Committee that the
authority to purchase up to

$1,002,000,000 of securities be

reaffirmed and be continued for

h

Recommendation ap- <ﬁﬂ§’2ﬁ?‘$ﬁﬁ§7
proved by Board., #%3;870,000,00
@?.//,/?3&

Sep. &1, 1933

v

ﬂr;:/g,?/wg oW

the unused portion of the authority.

Executive Committee voted that pur-
chases not to exceed £36,000,000 be
made in the current statement week
with the understanding that a lesser
amount might be purchased if tire- O~

“\_ep!. NU’ Igul’)/
Ry 8085000 "

change in conditions appeared to
meke that advisable,
Oct. 10, 1933 Committee voted that authority
to purchase £1,000,000,000 of
securities be continued and re~
affirmed for the unused portion
of the authority.

Oct, 25, 1933 Committee agreed that the policy
of gradually dimishing purchases
should be followed and that

, $18,000,000 of securities should
v be purchased during the state-

ment week,

Digitized for FRASER
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i ‘
On October 12, 1933, -o:::fi§§~1955 .

Board authorized the Fx—$Ryirssyoooya00 i
ecutive Committee to pro~AywWj we o<

ceed with the proposed
purchases of securities

to the extent of the un-
used portion of the ag-
gregate of #1,000,000,000,
The Board again stated that
it would have the whole mat-
ter of open-market policy
under constant review and
would advise the Committee
of changes to be made in the
program in order more fully
to adjust it to the re-
quirements of the national
situation.

Dc$7—257—195%
#2, 195—055””60

fov, 8 ,w?«'
2727000 , 000

Ho—further-rhnne
baplpmemmmrrde- in

ur-
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March 24, 1934

May 23, 1934

June 26, 1934.
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Committee Recommendations

Committee recommended that
the authorization for the
purchase of Government se-
curities renewed on Oct-
ober 10, be reduced to
$100,000,000.

The directors of the
Chicago bank requested
authority to allow its
holdings of securities
meturing on April 15,
1934 to run off without
reinvegtment.

At meeting of executive
committee, question was
raised whether there was
a possibility of a pur-
chase of Government se-
curities from the Federal
reserve system by the
Treasury for the account
of the stebilization fund.
The question was discussed
wholly tentatively, but
no conclusion was reached.

Committee recommended that
executive committee be
authorized to sell up to
$500,000,000 of securities
to the Treasury, if and
when it seemed desirable,
it being preferred that
any securities so sold -
should be of the longer
maturities.

Board Action

Recommendation approved
by Board with under-
standing that the Board
would be kept informed
currently by the Execu-
tive Committee of its
program of purchases and
as to any development in
the situation which might
affect the application of
the program.

On April 12 Board expressed
opinion to Chicago bank it
would be undesirable for
the bank to take the con-
templated action.

On August 15 Governor
Black advised Governor
Harrison that since the
Treasury had taken no
steps to discuss the
puRXkismyxm purchase of
securities, it appeared
unnecessary for the Board
to take action on the
matter &t that time.

37
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Securities in
System Acct.
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Committee Recommendation

It was voted as the sense of
the Conference that the Federal
Reserve System was deeply inter-
ested in the present, as in the
past, financing of the Treasury,
and instructed the Chairman of
the Committee to cénvey to the
Secretary of the Treasury the
System's interest, and to ad-
vise the Secretary that the
System would continue its ac-
tive aid in the financing and
would be pleased to consider
such suggestions as may be made
for further cooperation.

Other meetings were held by
the Executive Committee and
the Federal Open Market Com-
mittee during 1934 but ne
action was taken of a char-
acter which would require
reference thereto in this
memorandun,

JOS— C e 4 eecsaea e [ Y ORI

Board Action

e

Securities in
System Acct.
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Committee Recommendation

{Other RecommendationsVS

Page Date

Board Authorization Status of Account

49 Jan.18,1926 sell $50,000,000 of Govern-
ments when developments dis-
close desirability

50 Mar.8,1926 Chairman Open Market Invest-
ment Committee. ﬂplace
about $EG.OO0.000 of Mar./5,
1926 maturities

53 Mar.22,1926 Buy unreplaced $31,411,100 of
Mar.15,1926 maturities. {Buy
addttioned—securittestf-there
should be no-Lurthen diquidn~
tion- o€ B, Re -oredit-)

55 Mar.22,1926 ‘Governor! onference. Buy up
to $90,000,000 additional se-
curities if developments in-
dicate need before April 15,
1926.

57 June 21,1926 Maintain approximately
$275,000,000. Buy or sell tem-
porarily within $50,000,000
range.

60 Aug.17,1926 Sell $40,000,000 of Third

Liberty Loan 4}'s to Treasury,

$25,000,000 from account and

$15,000,000 from three F. R.

banks, without replacement,

Sell approximately $20,000,-

000 of Treasury notes to

foreign correspondents to off-

get gold imports.

63 Sept.10,1926 Maintain approximately $200,-
000,000. Buy and sell tempo-

rarily within $50,000,000
range. Offset gold imports by
sale of securities to foreign
correspondents.
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Dec. 30, 1925

Approved $260,000,000
Feb. 24, 1926
$210,000,000

Approved

$31,411,100 replace-
ment approved.

Approved

April 15, 1926
$275,000,000

Approved

2610501888

3 Board members pre-

gent at Committee
meeting. Minutes
ordered circulated
in Board without any
tion being tsken.
*‘wg;w,w Catironds 3’ ’

Sept. 10, 1926
$210,000,000

Joint meeting approv-
ed recommendations.
Board authorigzed main-
tenance of $200,000,-
000 to $225,000,000



&
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Page Date Comnittee Recommendation
(Other Recommendations)

Board Authorization

2.

Status of Accoun

68 Nov. 7, 1926 "it may be desirable to pur-
chase up to 100 million of
securities during the coming
8ix weeks, to be sold again
..+8hortly after the turn of
the year®.

70  Mar. ? 1927 “New York F. R. Bank. Do not
replace $30,000,000 of March
15 maturities.

78 Mar.21,1927 Replace $25,000,000 of March
15 maturities, Buy $50,000,-
000 of additional Governments
if and when justifiabdle.

86 May 11,1927 Y¥o further sale of securities to
offset gold imports. Gradually
bring account up to $250,000,000
by August 1.

92 June 16,1927 é@vernqg_§;rqgg. Buy up to ad~-
ditional $100,000,000 by August
1 since sbout $100,000,00 now
in account were purchaged to
offset loss of gold earmarked
for foreign account.

“
97 June 22,1927 (Governor Strong. Same as above

102 July 27,1927 3Buy up to additional $50,000,000
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"should there be...any
new developments which
would seem to warrant
inereasing the account
temporarily the Commit-
tee will confer further
with the Board."

Approved

Approved $25,000,000 re-
placement. Ready to act
on recommendation of
$50,000,000 purchase.

Approved

Not approved

Appro#ed.(bperations
to offset gold move-~
ments not ¥“part of
authority” granted
by Board)

Approved

Nov. 7,1926
$200,000,000

Mar, 21,1927
$176,323,500

Mar.21,1927
(1ater)
$201,000,000

June 15,1927
$2ll, 256,300

i

July 27,1927
$265,998,300



R R EETIEE————————————————

Reproduced from the Unclassified / Declassified Holdings of the National Archives

3.

Page Date Commi ttee Recommendation Board Authorization Status of Account
(Other Recommendations )

Nov. 2, 1927
$1403,000,000
126 Nov.2,1927 Offset gold movements by pur- Apvroved

chases and sales. Deal with year-

end advance in money rates by

temporary purchases to be re-

80ld in Jamuary. Buy up to

$100,000,000 in gold or ex-

change to offset any renewed

gold imports.

Dec.31,1927

$423,158,500

137 Jan. 9,1928 Sell $40,000,000 to $50,000,000 Formslly authorized
No formal Board approval con- sale of up to $50,-
sidered necessary in view of 000,000 after $25,000-
Nov. 2,1927 authorization. 000 had iné‘alt been

sold A
faek Jan.12,1928
$376,030,000

145 Jan.12,1928 Sell further amounts. "Work® Aopproved
toward somewhzt firmer money
conditions." Deal with gold
movements,
Mars2l,1928
$273,000,000
158 Mar.26,1928 Contimuation of Jan.l2 policy Avproved

Apr. 29,1928

$152,318,300
168 Apr.29,1928 Continuation of Mar. 26 policy Approved
May 25,1928
$100,000,000
176 May 25,1928 Continue sales Appr oved
July 18,1928
$85,000,000.
183 July 18,1928 No recommendation
191 Aug.l13,1928 Buy if necessary to meet fall Approved purchases up
credit demands. to $100,00,00 only as
last resort.
Nov.15,1928
$75,000,000

208 Nov,.15,1928 Buy if necessary Blanket approval re-
: fused,ready to act on
request on amounts up
to $25,000,000.
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Page Date

Commi ttee Recommendation
(Other Recommendationsv)

Board Authorization

Status of Account

220

228 Apr. 1,1929

258 Aug.8,1929

268 Sept.24,1929

v T b
274 0ct.28,1929 Governor Harrison. Buy governments  &ction ned=er
but securities were

281 Nov.12,1929

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

Jan.7,1929 Sell up to $50,000,000. Commit-

tee's function should be de~
fined. It should recommend policy
to Board and should have power to
carry out Board'as authorization
within specified limits.

"As there appears to be no need
Just now to consider the pur-
chage of government securities
and as the committee already has
authority to sell goverument

gecurities, there is no occasion '

for any further recommendation
at this time."

Végyernors' Conferenceé. Credit de-

mand should be met by bill pure
chasges.

Buy uwp to $25,000,000 of govern-
ment securities if sufficient
bills are not available to pre-
vent increase in member bank bor-
rowing.

to relieve market

Buy up to $200,000,000 of govern-
ment securities.

Federal Reserve Bank of St. Louis

No action reported.

(Approval indicated

by nature of April,
1 recomnendation of
Cormittee)

Approved

0
from oy
purchased.

Approved (Nov.25)

($50,000,000 of un-
authorized purchases
a0t part of $200,000~
000 authorization)

N il s
<ib*9?1ffmuuh&xté£}

Jan. 2,1929
$76,000,000

April 1,1929
$40,000,000

Aug. 7,1929
$31,125,000

Sept.25,1929
$31,125,000

Oct.23,1929
$22,500,000

Nov.9,1929

- $73,000,000

Nov.14,1929
$122,500,000
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Page Date

;

Committee Recommendation
(Other Recommendations)

Board Authorization

5.

Status of Aeccount

300 Jan.28,1930

319 Mar.24,1930

(On Jan.23 revision of open-
market procedure announced by
Board - see p. 297). Recom-

mended no open-market opera-
tions but suggested a reduc-

- tion in bill rate.

v
Open Market Investment Com-

- mittee "including informally*
- representatives of all F. R.

" bpanks. Procedure revision‘:
: Recommended no open market

| reduction in bill rate.

338 May 21,1930

241 ‘June 3,1930

352 June 23.1930

operations, but suggested

No recommendation. Stand ready
to act if necessary.

v’
Executive Committes. Buy $25,-

000,000 'of government securi-
ties Per weak for two weeks

v

Executive Committee. No recomm

. mendation

362 Avug.6,1930

365 Sept.3,1930 |

' Buy $25,000,000 (no meeting)

Buy up to $50,000,000 (no

. meeting)
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No action reported

Avproved (exceptf’-,o4
bill rate reduction)

Approved

Avproved

Approved, though
contrary to estab-
lished procedure

.- -

kg,

45772260600

Mar.20,1930
$327,300,000

May 14,1930
$327,300,000

May 28,1930
$327,300,000

June 19,1930
$377,300,900

Aug.6,1930
$377+300,000

Aug.28,1930
$402, 300,000

Sept.25,1930
$402,300,000
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6.
Page Date Committee Recommendation Board Authorization Status of Accaint
(Other Recommendgtions )
380 Sept.25,1930 3Buy or sell up to $100,000,000 Arproved
Ja.n.15 .1931
$402, 300,000
402  Jan.21,1971 Sell,but not enough to tighten Approved
money conditions
Apr.29,1931
$402, 300,000
423 Apr.29,1931 Buy @p to $100,000,000 Approved
June 18,1931
$hhh.h68,000
v

Y3y June 22,1931 Executive Committee. Buy up
to $50,000,000 (under Apr.

29 euthorization)
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éir, ¥» H, Curtiss, Cheirmsn,
Federal Roserve Bank of Eoston,
Boston, iussachusetts,

Dear Mr, Curtiss:

‘mormat;taoho‘g, for  your inforastion, & copy
of a htt:_o_g:}addrou: by ufc Fidoml Feserve Board today
to the Chairman ef the Federal Open karket Committee,
sdvising of the uction taiken by tho Bourd on the recom—
mendations mede at the meeting of the Federsl Cpen Narket

Committes in Yaushington on December 17, 1334,

Vu'y t.ruly yours,

e ea Mot

Chester Worrill,
Secretary.

Inclosure,

U

TRl [ET A A TR
]jw_‘ %j LL: [!’:j (\\ /},C ) !]; | Y
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Decenmber 27, 1954,

Mr, J, H, Cane, Chairmen,
Federul Reserve Bank of New York,
Kew !ork, Few York,
Dear Mr, Case:

There 1s sttached, for your information, a copy

,2*17”3% P

of a 1stt¢rladdr'saad by the Pederul Riserve Board today
to the Chairmen of the Federal Open lurket Committee,
advising of the action teken by tho Board on the recom-
mendations made at the mesting of the Federal Open Market
Committee in Washington on Deceaber 17, 1934

Very truly yours,

Chester iorrill,
Secratary,

Inclosure

=

Federal Reserve Bank of St. Louis
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December 27, 1934,
CONFIDENTIAL

Hry Re Lo ﬁ“tm’ Ch&irnn,
Federal Reserve Bank of Philadelphis,
Philadelphis, Pennsylvania,
Dear ir, Austins

Therse is attachod, for your information, & copy

| 4=31-3 Y

of n}_.ﬁg_g:_\addmua& by tha Foderal heserve Doerd today
to the Cheirmen of the Federal Open Herket Committee,
advising of the cotion taken by the Boerd on the recom—
aendations meds st the mseting of the Fedaeral Open

Harket Committee In Washington on December 17, 1934,

Very truly yours,

Chester orrill,
Becretary.

Inclosure
BRC/wt

P
TN
b
VA\‘\ (’; /
S
V“‘L\\.a‘/,
N
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CONFIDENTIAL

December 27, 1954,

Mr, E. 8. Burke, Jr., Deputy Chelrman,
Federal Reserve Bank of Cleveland,
Cleveland, Ohio,

Dear idr, Buries
There is stteched, for your information, & copy

/2=27-3 ¢
of s letter|addressed by the Federul Reserve boerd today

to the Chairmsn of the Federtl Open lerket Committes,
advising of the sctlon tsken by the Board on the racom-
asndations made st the meeting of the Federucl Open Merket
Committes in Waghington on December 17, 1934,

Very truly yours,

Shester iorrill

Secretary
Inclosure.
by W
R :% b S N ’—:\\ — Y\\ /~
FlLE COPY 1
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Mr. ¥, W, Hoxton, Chairman,
Federal Reserve 5&131: of Richmond,
Richmond, Virginia,

Dear Mr, Hoxtoms
There is attached, for your information, & copy

I 2-27-3
of & lotter k:x&druud by the Federal Reserve Bourd todey

%o the Chairman of the Federsl Open Harket Committee,

advising of the nction takmi by the Board on the recom-
mendstions made at the meeting of the Federal Open Murket
Committes in Washington on Demamber 17, 1334,

Very truly yours,

Cheater Merrill,
Secretary.

Inclosure,

,_._...._

— -

o

N
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i

i
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e

Federal Reserve Bank of St. Louis
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Kr. Oscar Newton, Chairman,
Federsl Reserve Bank of Atlants,
Atlanta, Georgla.

Dear ir. Newtons

)
A
Ll
N

December 27, 1334

There is attached, for your informstion, & copy

12 =213

of a lotterSaddroaned by the Federal Reserve Board todsy
to the Chairmen of the Federal Opem linrket Coumittes,

sdvising of ths action iteken by the Boerd on the recom-’

mendations made at the meeting of the Fedoral Open ilarket

Committes in Washington on December 17, 1954,

Very truly yours,

Chester iorrill,
Secretary.

Inclosure,

,_____n
[
!

f

-
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if:i'iz ‘;
|

Li

Federal Reserve Bank of St. Louis
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CONFIDENTIAL December 27, 1954,

#r. E. M. Stevens, Cheirman,
Federal Reserve Bank of Chicago,
Chicago, Illinois,

Dear iir. Stevens:

There is atwoh?, for your inforustion, & copy
/2-2 734

of a lobter}addreaud by the Federsal Heserve Boaerd today

to the Chairman of the Federal Open liarket Committes,

advising of the sction taken by the Bosrd on %the recom-

mendotions mede at the meeting of the Federsl Open Market

Committee in Washington on December 17, 1954,

Very truly yours,

Chester Morrill,
Secretary,

Inclosure.

!1 '[:..:Z] TN TN ‘E“\) ///
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CONFIDENTIAL December 27, 1934.

Hr. Jo 8. uﬂﬂd. Ghnirmn,
Federal Reserve Benk of 8t. Louls,
8¢, mﬂ' Hissouri,

Desr lir. Food:
The;;. ’-'z‘};‘“h‘d» for your inforsation, & copy
of a letter,addressed by ‘the Pederal Reserve Board today -

%0 the Chairmsn of the Federal Open Market Committee,
adﬁaing_af the sotlon taken by the Board on the pecom~

mendations mede st the meeting of the Federul Open lurket
Committes in Washington on December 17, 1034,

Very truly yours,

Cheester torrill,
Secretary.

Inclosure

[

e e i
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Decembar 27, 1924,
CONFIDENTIAL

re Jo K. Poyton, Chalrman,
Pederal Reserve Bank of Winneapolis,
Minneapolis, WHinnesots.
Dear Mr. 2eytont

There ia attached, for your infém&tion, & cony

fO—2 -3
of & letter [eddressed by the Federal Reserve Board today
to the Chairmun of the Federal Open uarket Commlttee,
edvising of the sction tsken by the Board on the recome
mendations mcde &t the meeting of the TFederal Open Market
Committee in Washington,on December 17, 1534.
Yery truly yours,

Cheater Horrill,
Secretary.

Inclosure,

H ',L i«ti- - NN ::\ N4

xi;‘i.//

ttp://fraser.stlouisfed.org/
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CONFIDENTIAL

December 27, 1534,

¥r. B, P, Bx'ovn, mhw ch&m’
Federal Reserve Bank of Kansas City,

Kansss City, ilissouri.
Dear lir, Brown:

There is attached,for your information, & copy
[2-27- 3

223, 3-a

of a letter{addressed by the Federal Reserve Board today

to the Chairmsn of the Federazl Open Market Committee,

advising of the action teken by the Board on the recos

sendetions made ut the meeting of the Federnl Open Harket

Coumittee in Fashington on December 17, 1254,

Inclosure,

COIRY

Very truly yours,

Cheater Worrill,

Secretary.

/

\
I
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CONFIDENTIAL Decesber 27, 1934,

" Mry Co Co Walsh, Chalrmen,
Federal Reserve Bank of Dsllas,
Dallus, Texas,
Deer iir, Walshs
There is attuched, for your information, & copy
sz -2 73 Y%
of u letter g roased by the Federal Reserve Board todsy
to the Chairman of the Federal Open Narket Coumittese,
advising of the motion teken by the Board on the recom-
mendations made &t the meeting of the Federsl Open lMarket
Committes n Weshington on December 17, 1934,

Very truly yours,

Chester iorrill,
Secretary.

Inchesure

SRC/

il e CORY
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¥r, ¥, N, Woore, Deputy Chajirmun,
Federal Reserve Banik of 3an Francisco,
8an Prenciseco, Cslffornia,

Dear Nr, Mooret

There is atdached, for your information, & copy
'} ]2 -2 9~

of a letterladdruased by the g‘odaral Reserve Board today

AR AR

to the Chairmen of the Pederzl Open Market Committee,
advising of the sction taken by the Bourd on the recom—
mendations made at the mesting of the Federsl Open ierket
Comnittes in Wushington on December 17, 1084,

Very truly yours,

Cheater Morrill,
Secretury,

Inalosure

SRC/!

o rmmitins

f-; DN/

xxxxxxxx

ederal Reserve Bank of St. Louis



Reproduced from the Unclassiﬂ'ed I Declassified Holdings of the Nationg

*%Eﬁzammﬁ

A"th”“y CKQM

233,35 A&

CONFIDENTIAL DEC 27 193¢

BECQ”?

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

Mr. George L. Harrison, Chairman,
Fedarel Open Harket Committes,
Federel Reserve Bank of Rew York,
New York, New York.
Dear Governor Harrisont

The Pederzl Reserve Poard hus given consideration te
the action teken at the meeting of the Federul Gpan Narket
Committes in Washington on December 17, 1354, advice of
which wes contained in ir, Burgess' lstter of Deceaber 18,
addressed to Governor Fecles, and spproves the recommsends-~
tions thet the Ixecutive Coumittees of the Fod;ral Open
Market Committee be suthorised to replece the Treasury
Notes msturing on iarch 15, 1935 and the meturities of
celled 4th 43% Liberty Bonds held in the system sccount
either in the msrket or with eny securities shich the
Trecsury may offar in exchsnge, and to make exchenges be-
twean maturities in the system account up to & total of
$100,000,000.

hdvice of the Bosrd's uotion is being semnt today

. FOR APPROVAL
4o the Cheirmen of the Federsl Reserve beniks.

P —
-

W, ﬁamﬂn ‘Z seesersav’
v“‘y ! yw.' Mr. MNWV'/J rseplonasant

) at
B "*hrrs‘»
. % - *“‘#‘?\’. ,{*}?.{.««"—-\:/ LIATH
- ) " - T
¥ - ",
H ;

{f you apgrove. olease
isitiai and rsaun 10
Mi. Larsene

ederal Reserve Bank of St. Louis
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December 18, 1934,

Dear Governor Eccles: jﬁﬁZj

At its meeting yesterday the Federal Open Market Committee
passed the following two motions designed to place the Executive
Committee in a position to replace maturities and to dezl with
chenges in market conditions pending a further meeting of the full
Committee. 4 7/‘/ , 350,007

"Woted that the Executive Committee be giyén authority to
replace the Treasury Notes maturing on March 15 and the maturities
of called 4th 41% Liberty Bonds in System Account either in the
market or with any securities which the Treasury may offer in ex-
change.” ﬂ}‘ A b 'Z e O

"Woted that the Executive Committee be given authority to
make exchenges between maturities in the System Account up to a
total of $100,000,000,"

Very truly yours,

WW

Secretary.

Honorable M. S. Eccles, Governor,
Federzl Reserve Board,
WaShington, D, C.

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

oF NEwWYORK

December %, 1924,

Dear Governor Eccles:

Confirming my telephone conversation this is to let
you know that we have now received word from all the Federal
reserve banks approving the action of the executive committee
at its meeting on November 25 with respect Lo the renlacement
of issues maturing December 15 next, and exchanges of securities
in the market. The recention of the new Treassury issue iz so
good that it now seems unlikely that there will be any occasion
for unusual action on the part of the Reserve System.

Very truly yours,

oAt Wiy

W.‘Randolph Burgess
Secretary, Federal Open
tarket Committee

Honorable ¥arriner S, Eccles,
Governor, Federal Reserve Board,
Washingbon, D. C.

WRB.H

Digitized for FRASER
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or. #iller Onen-mret Dolicy and over-tions

Hre Goldsnwelser fram ths niddle of 1977 to the end of 1928
Throughout 1927 the Fedar:l Ressrve 3ystem pursued an eusy money nolicy.

In July the Systom held conferences with rzpresentatives of the Bank of Inglaond,
the Banque de Frince, and the Reichsbank, 2t which 1t was pointed out that the
United stites was drawing large ~mounts of gold from urone, that “uropesn cure
rencies were under pressure, “ni thi¢ it might nrove to be Limoazidble for those
countries th:t hsd recently returned to the gold standard to maintsin it during
the suturm months when the demand for dollars ig sensonxlly large, unless definite
efforts be n:de in the United 5% tes to est: blish snd maintain emay conditions

in the smerican noney nrket.

On July 27, 1927 2t 2 joint meeting of the Faderal “eservs Board =snd the
Open-t:riket Investment Comaltte: it was decided to recuumend the undoption of
lower discount ritos by the Fader:l isaerve bonks and o smthorize the Upen-uariet
Investment Comaities to vurchise addition:l securities wp to 350,000,0 C. The
most imoortant comatderation underlying the dcelsion wns that the differenti:l
Detwoen rate: in fes York .nd ratas in London wag not sufficlent to enqble london,
and therefors the rest of urone, to avold genorsl advances in rites Aurin: tae
satwm of 1927, unless the rutas here were lowered, and thxt the conseguence of
“igher rutos in “urovde wouli iive been unfavorable to the maxrxeting of our aroort
aroducts sbroud, :nd would have andangered the malnter-nce 5f the pold at.ni-rd,

fommdity vrices had been ‘eclining in this country snd there wos » slacien-
inz of business setivity. feavy nayments to this country had coused = drain on
Turopsan central 'bunk #0ld reserves. ‘hring the first five months of the yeur

imoorts of gold into this country smounted to neerly 3200 ,000,000. The
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prospect th:t this movement would increase with the £:11 movement of our
crops to Furope made it seem more than likely that central bani rates in
Zurone would need to be further ~dvanced during the mutum of 1927. The
Germen and Austri:n ratss n~d =lready dbeen advanced =nd other sdvances
were expected.

After the micddle of the yezr the inward gold movement ceased =nd in
5eptember gold bezon to be exported in considersble volune. Thuring the six

weeks subsequent to the ~uthorization for oven market »urchases at the end

of July the Federil Reserve System's holdings of United St:tes Government
securities increased by aporoximately $100,000,000. This larger growth than
had been anticlozted wes conatrued, in part, =28 sn offset to the loss of
foreign currency holdings which were tzking place =t the time. 4 part of
the picture was that New Yoric was losing funds to the interior, with the
result that the Yew York City banks wére unable to reduce their indebteiness
at the FPeserve Bank znd that there was in consequence little easing in woney
rates.

Purchases of United 5t-teg Government securities by the Open-market In-
vestment Committee were continued until the middle of Hovember zafter which
they were dlscontinued, in view of the growth of gpeculrtive credit.

During the last half of Wovember and the first hslf of Decembar the
System's holdings of United Stites obligations increased further, dbut
independently of the 3ystem's opmn-market policy. The Treasury =t thit time
issued gnecizl ons-day certificates to the Federal Reserve banks to cover an
over-draft wnich =arose in connection with the refunding of the Second Liberty
Loan bonds. This at one time smounted to more than $200,000,000 and continued

at around $50,000,000 throughout most of the period. It was not retired wntil
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Decanbar 20, In addition, the Federal lewerve bankw bought 340,000,000
of United States Covernment securitics on resale contracts.

Teder:]l Hewerve bank holdings of United States Uovermment securities
on selected dstes during the lasd half of 1927 are presented in the table
balow, which shows that Between July 27 and Deceuber 2% the System aequired
$218,000,000 of United 3tates Government seourities.

NI $PATH3 SEQURITING HYLD BY FROTRAL RESAHVE 3BOES

{In millions of dollare)

,’ In Sywtem
Date gt Toral
accom$
1927 i
July 27 %6 5 - | 114 L 385
Sevtember 7 | 3TH 8 - . ony | bg9
Hovemder § ~ - 121 5
i6 m 4 165 120 ég
g W6 ﬂ £ 21
30 hao 2 122 548
Desscdar | 420 1 @ 123 604
14 hay 8 123 598
21 hay 2 - 140 %38
28 ha - 136 603

In addition, the System's holdings of purchaned bills increcsed Wy
$217,000,000 and of disoounted bills by $211,000,000. Thewe incresses in
the saseds of the Reserve banks were in part an offset %o 2 leas of gold,

vhich amounted %o $193,000,000 during the period and %o = ssasonal ingresse
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of $267,000,000 in currenty; member Bank reserve balances increased Wy
$150,000,000 during the period. These develorwents are swauarized in the
following $abdle.

RESKKRYE BANK CHEDIT AND SUL/CTED RELATED ITEMS
{In mllions of dollars)

Tednesday Jni’mn D.;ézras m:ézgs :E Z. :yé;.zzz
laa1 . 26,
Discounts 398 609 1168 +211 +770
Agceptances 169 386 a9 *e17 +320
U.8.Covermsent | |
securities 38% 603 232 +218 ~153
QOther Reserve bank |
aredit 76 % 52 - 35 - 24
Total Reserve hank aredif 1028 1639 1541 +611 +913
Honetary Gold Stodk - bsTE 4385 h1kg -193 2429
Hongy in eirculatien $776 5043 5089 +267 +313
Member bank reserve
balanves 2282 A32 | 209 | A0 | +127

The policy of the Fedaral Heserve 3ystem during the second half of
1327, thersfore, was to chedk the outflew of gold from Purope and (hen when
2014 commenced to move out of this country to Burope to offset the affeets
of thig outflow on our market By open-market purchoses.

By the early part of 1928 the Pedersl Reserve fystem had Decome slarmed
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over the spesulative situation and sold Govermssnt sesurities ranidly in
order %o offset the influense of tha ssasonal return of currency in Jamuary
and to foree mender banks into dedt with o view to tightening the money
mayiet. Total 3ales frem the Jystam's open murket sseount amounted Ve
$350,000,000. The effectiveness of this volicy was increased %y an ontflow
of gold frim this comntry amounting to &20,000,000 for the yeir. There
were three succescive indreagses in discount rates at the Feder:l HAsaerve Bank
of New Yor:x, from 3 1/2 par cemt ot the early vart of the yesar to 5 psr ot
An July~ In tha 2utuan of the yesar, however, 2 large voluse of lls was
sequired Yy the System. Thiz oconatilubed - Break in the nollay of restraining
oredit.

From the 0l 1t of view of thr Bunikiag sitantion as 2 whale 4% s apparent
that the pollay of easy money vursusd By the Federzl Resarve Systes (n the
12a8 dalf of 1927 incresaed the wlume of meubar banit resorves and encouraged
thse axtansion sf credit by these Bunke, There was no ingresae in the demand
for commarcisl loona, Yot « conatdersble growth in the Aemind for credis S
finraoe eseurity transnctione. The major nart of ths increase in mexder dank
erodit during 1927, thersfore, wis in the fomm of loans en securities chiefly
to brokers and de~lars in dew York City.

In 192% the efforta of the Feder:l Reserve itntem to resiriot the volume
: of eredit ware refleeted in the retardztion of the rute of growth of member
bank loans on securitios. Cradit used iu sveaulation contimued to increzse
rapidly Auring the yeur, however, through the mediumm of loang to btrokers Wy
lenders other than bunke,

: For the period from the middle of 1927 %o the end of 1928, as a whole,
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{In millions of dollare)

6.

Reserve bank credit showed an ingresne of nearly 51,000,000,000 wund senbder

bank aredit an inersaae of 53,000,000,000, the lorger purt of which wag

3 AW TEYZRST TS OF AL WORETR BTN A0 L0AES TG Breng

Jane 30,| Dee. 31, | Des. 31,! Jwre 30,1527 %
sl pRrad 1928
2otsl loans and invegt~
32,786 247 35,68 32,928
Loans on seeurities 8,156 - 10,172 +2,016
All other loans 14,782 - 14,983 + 201
Investments 9,M8 10,361 10,529 ¢ T
ioang to bdrokers and
dsnlers in seocuritios 3,118 3,728 5,091 +1,973
Yor own sseount 1,132 1,378 1,109 ~ 23
$ of town
~ 1,184 1,338 1,660 + K16
Por aceomt of ,
e 1,006 2,322 +1 a0

- ot avalladle
* ledneadays nearsst to dates indicated
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sugust 15, 1984,

Mr. George L, Harrison, Governcr,
Federal Reserve Dank of New York,

t

Row York, Nes York, ‘g‘( o~ /\
. *( 6’3 3/#/
Dear Governor Harrisoni e
On July 3 Df/ﬁu'gsu mh e ammng me 8 tentetive

draft of the minutea of the mting of the Federsl Open Market
Committee held at Washingten on June 26, 'ﬂun minutes inoluded
& wtim mumruinx tha axscutive committee w aalu up ta
$500,000,000 worth of securities to the Treasury. Upon receiv-
ing this lstter from Dr, Burgess I sdvised him that the motiom
wsg not in line with my understanding from you of what it was
proposed that the system do, It bhad been my umderztandiag in the
talk with you that the proposition would include selling the
shorter maturities of the gyetem. To clesr this up I thererfore
awaited your return from Burops before hamdling this matter with
the Board as there seemed %o be no resson for any spesdy sotiom
in the matter., Upon your return I had the plsssure of discussing
It aith you snd you pointed out thst if the lomger maturities
were aold the earning power of the system would be majintained by
exchanging shorter maturities for lomger maturities. I have re-
viewed the minutes of the committes meeting sguin this morming.
Since the Treasury has taken no steps to discuss the purchase of

any securities it appesrs to be wmecessary %0 have Boeard schion

| om tm.a A% ;ﬁ time gtmr
: . e ‘ .
! mai{ﬁc &m @ natt

YA Pne w »7&’

et e
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Nr. George L. Harrisom - (2)

action as is taken then submitted to the Board for its comsiderstiom.
Please advise if this is setisfactory.

¥ith my regards, I am,

Very truly yours,

f‘;_.::;.f.] r I——
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Memorandum to Governor Black: e sl

You will recall that just before your departure
for Montana you handed me 2 letter dated July ijron Dr,

-

Burgess with which he transaitted a2 tentative draft of the

minutes of the meeting of the Opsn Market Committee held at
Washington on June 28, 19884,

You seid that you had talked to Dr. Burgess
about it and suggested that, while you agreed with the idea
of selling governments to the Treasury, you felt that if
short-terms were sold the proceeds should be converted so
as t0 preserve the earaing assets of the banks and that if
long-terms were sold short-terms should bes converted Into
long-terme to maintain the earning assets, You sald that
Dr, Burgess was %0 advise you further on these points. 1
have seen nothing from Dr. Burgess on this subject and I am
continuing to hold his letter of July 3 in sccordance with

your request,

Secretary,

wFILE CORPY

?’%aﬁaj L,&J:u] pled 333 3—

Federal Reserve Bank of St. Louis
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July 16, 1934

¥r, ¥. 3. Johns, Aeting Governor,
Federul Reserve Dank,
Atdanta, Ceorgia,

Dear Mr. Johns:

I heve your letter of July 13th/
relative to the bank's investment in government me-
ourities snd tho astion of the Exesutive Commitiee
rolstive to the sale of §500,000,000 of reserve System
holdings to the Treasury.

The reocormmendation of the rxecutive (om-
mittee has not yot boen asted upon by the Board. Cone
fidentially, it was not ny understending that the Come
mittoe was to recormend the sale of 3800,000,000 of the
long term governmente %o the Government. I rather
thought that they would sell to the Covernment $500,000,000
of the short torm govermmsnts, thea convert sush part of
$500,000,000 of the remsining short term govarmments into
long term governments s0 us t0 maks up the loss in earnings
resulting from the sale of the 8500,000,000 short term.

You will ses thet with this misunderstand.
ing on my part of what the Committee desired to do I heve
not yet been in posttion to refsr thie to the Board.

I have discussed this question with Dr.
Burgaoss, of the YNew York bank, znd he is to sdvise rme

later,
Kith oy werm regurde, I am
Singeyaly yours,
GOveErnor.
R
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Mr. . R, Black, Govirnor,
Yederal Reserve Board,
Washington, D. C.

Dear Governor Black:

Several days ago we obtained an additional partici-
pation iz the Open Market Investment Account of five million
dollars which makes our total imvestment in United States
Goverament securities approximately $94,000,000,

At the last meeting of the Governers' Conference
a short and more or less infermal meeting was held of the
Open Market Committee and the Cemmittes was asked to delegate
snthority to the Ixecutive Committee to megotiate a sale of
approximately $%500,000,000 of our heldings to the Secretary
of the Treasury if such an arrangement could be male. It appears
that the Secretary has bdeen approached with reference to purchas-
ing about that amouwnt of our holdings and he seemed favorable
to the purchase btut preferred not to do anything until his retara
about Augaust lst.

If this sale is made our holdimgs will be reduced
to about $1,750,000,000 and 1t is expected that inasauch as the
sale to the Secretary will comnsist of long term securities, the
sarnings of the Reserve Banks will bde protected Yy investing a
part of our very ehort-term maturities into longer term ma-
turities. If $200,000,000 of cur Treasury Bills were exchanged
for 3% bonds this would largely off-set the less of inceme from
the sale of $500,000,000 of long term securities to the Secre-
tary.

The suthority to the Exscutive Camittee requested,
was granted.

Wo obtained this additiomal $5,000,000 with the view
of Xeeping our earnings well over our expenditures and while we
are rumning very close, we still have a comfortable margia of net
income which I hope can be maintainmed, 1f not impreved by the ead
of the year.

L odon, Wiefsof
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FEDERAL RESERVE BANK OF ATLANT

e

If the sale referred to above is male, it is
intended that the profit on this salo. which would be very
substantial, will be distrituted among Yederal Reserve Banks
on a basis of their participation.

Yery truly yours,

v. S, J
Acting Governor.

WSJ:CLB
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o June 28, 1924.
e

:::::“/, Dear Governor Norris:
e You will remember that at the meeting of the joint con-
- ference of the (Qovernors snd Federal Reserve Agents with the Fed-
ol eral Reserve Bosrd on last Tuesday morning, I was called upon to
report to the conference for the Executive Cosmittee of the Federal
\7( Open Market Committee which, as you know, the day dbefore had been
) asked by the conference to act as a standing committee to consider
ways and means by which the Federal Beserve System might be helpful
in aiding recovery, and also to consider prospective steps looking
towards the betterment or unification of the benking system.
The committee held two meetings on Monday of this week,
one of which unfortunately you were unable to attend. While we
took no formal action in the short time available to us on that day,
nevertheless, we did discuss varlious matters which we thought should
come within the Jjurisdiction of the committee under our new assign-
ment. In view of my prospective absence during July snd your
appointuent to serve as chairman of the committee during my absence,

I am writing now briefly to mention the matters we considered.

1. Btudy of the banking gystem and possible recommenda-
tions for legislation:

The committee considered the fact that the Treasury Depart-

ment i{s now undertaking a study of various matters of interest to it,
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2, Governor Norrirs 6/28/34

such as taxation, currency, credit control, unification of the bank-
ing system, etc., While the committee, of course, could have no
objection to this independent departmental study by the Treasury,
nevertheless, it was felt that if the whole question of banking in
this country is to be thoroughly explored, it should be done by some
Joint commission or committee on which the Federal Reserve System is
at least represented; and that there should be no limit in time as to
the length of the study. The committee felt that the plan of the
Treasury to make such an exhaustive report before October lst wonld
make it impossible for them thoroughly to explore matters within the
jurisdiction of the Federal Reserve System, and that therefore
a larger comnmittee with broader powers would be desirable at this
time, quite apart from the Treasury study. If for 2ny reason such
a joint commission or committee 18 not practicable, then it may well
be thst the Federal Reserve Systex should make a study on 1ts own ac-
count., In the clrcumstances, however, 1t was thought by the committee
that the Federal Reserve Board should suggzest to the Pfesident that
a joint commission or committee should he appointed by him, or author-
ged by him to be set up by the Treasury znd the Federal Reserve Board
to study the whole question of the country's banking and currency
problem., If for any reszson the Board feels that this is not a prac-
ticable regquest to make to the President, then the Reserve System
should on 1ts own account make as exhaustive a study as 1is possible
on the matters clearly within its jurisdiction.
2. Coordimation between banks and supervisory authorities:

The members of the committee felt that it is going to be

difficult, if not impossible, for the danks of the country to do their

full share in the recovery program unless there is a better coordination
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# Governor Norr! 8/28/74

or underastanding between the banks, on the one hand, »nd the super-
visory authorities, on the other; thet the position taken by the
supervisory suthorities and thelr exsminers In the past Tew yesrs

has led many banks to make thelr position =28 1iquid =8 poseible, and
that there i3 & growing reluctance on the part of meny institutions
throughout the country, because of the fesr of criticism by examiners,
to undertske loans of the character which may well he necesssry 1f we
are to emerge promptly from the present depression. It was therefore
felt by the committee that this whole problem should first be dis-
cussed with the Comptroller of the Currency asnd other supervisory
authorities, with & view to reaching an understanding ss to how far
banks might properly go In mzking loans snd investments to aid re-
covery, without risking coriticism from the examining suthorities, It
was pointed out by one mexber of the committee thet 1t micht be help-
ful if present claasificetions of loans c¢ould be altered so =s to
report only those on which loss hss been suffered, omitting the slow
and doubtful classes.

2. Prezier-Lemke Bill:

Governor Schaller referred to the fsct thnt in his opinion
na steps toward raecovery would be successful unless the Frszier-Lemke
farm bill 48 vetoed, beczuse in nhis opinion 1If thet bill 15 signed it
will be cuite impossible for the farm population »f the country to
procure credit from hsanks or on mortganes.

4. Capital Market:

The committee wes unanimous in its belief that the Federsl
budgetsary problem i3 dependent in large measure upon the early opening
of the capltal market and that unless private caplitzl soon moves into

industry, especislly the heavy industries, 1t will be difficult for the
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# Governor Worris 68/28/24

Tressury to zvoid further huge expenditures for relicf next winter.
It was pointed out, therefore, that snything that the Reserve Banks
might do, especielly those in the larger cities where capitsl markots
exist, to encourage or to facilitate capital issues would be helpful
in the recovery program. I suggested that im tals conneetion 1t would
seem to be important for each Federal Resarve Bank to make a survey
of the number of institutions or the amount of capital still left
available in the investment business. 8ince banks have been required
to divorce their investment affiliates, and private banking houses have
been required to elect whether they would stay in the security busi-
ness or the banking business, much capital heretofore availsble for
the issue business is now lacking. However, the committee felt that
i1t is important that we should ascertain as accurately as may be possible
in the circumstances just how mueh investment fscilities have been
curtailed, or, putting it differently, what facilities sre still left
available. This study will be helpful not only in determining the
adequacy of the present machinery for demends, but slso in deternining
whether or to what extent further legislation might be necesssry &as
& means of routing more eqpital funds into the investment business.
0. General:

On the whole, the committee was in cordial agreement with
Governor Elack's statement on Mondsy morning regarding the responsi-~
bilities of the Federal Reserve Banks snd the member banks to aid in
recovery, as well as in agreement with the implications in his statement
as to future legislation in the event that we do not have an early
recovery. Much pioneer work in this problem can be undertaken by the
Governors and Chairmen of the several Federal Reserve Banks, and it was

recognized that they have an opportunity and an obligation in this

ederal Reserve Bank of St. Louis



# Governor ¥ ri. 8/28/34

respect of no little importance. It was zlsoc felt by the committee,
however, thst it would be tremendously helpful were it possible for
Governor Black as Governor of the Federzl Reserve Board to visit the
various Federal Heserve Baznks with & view to lmpressing upon them
the nature of the problem, and of explaining Administrastion policy
vis-a-vis benking responsibility. The committee was in agreement
that Governor Black 1s eminently qualiflied for this task and thst,
therefore, everything should be done thzt could be done to meke it
possible [or Governor Black to remsin in hls present position, at
laeast for the next six months or until present efforts towsrd re-
covery hsve produced more tangible results.

There may have been some other topics touched upon at our
meetings, but I think thzt the sbove represents the principel ones
snd I sm sending this letter merely that it might be useful to you
as & reminder in the event that there i3 any occasion for further
meetings of the committee before my return, which I expect will be
before the end of July. In the meesntime, my best wishes snd thanks
to you.

Paithfully yours,

gl

GEORGE L. HARRISON

(leorge L. Harrison,
Governor.

Br. George W. Morris,
Governor, Federsl Reserve Bank,
Philedelphiz, Pa.

GLHiR
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- FEDERAL RESERVE BANK

oF NEw York

June 13, 1934.

E’éd
.Dear Governor Black:

I am enclosing for your information
a copy of a letter which I have today sent to all
the members of the Federal Open Market Committee,
not represented on the Executive Committee, review-
ing the transactions in the system account during
the past ten days. I have also sent an almost
identical letter to the members of the Executive
Committee.

Faithfully yours,

%rge L. Harrison,

Governor.

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

Enc.
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June 1%, 1924,

dre. B. A, dckinney, Governor,

Federsl Reserve Bank of Dallas,

Dallas, Texas.

Dear Governor McKinney:

Now that the June Treasury financing is out of the way, I am writing
to give you a brief summary of the operations in the System account in connection
with tne replacement of the 1/4 per cent June certificates and the 2 1/8 per cent
fugust notes. You will recall that the iccount held substantial amounts of both
these issues. At the end of February the holdings of June certificates amounted
to §184 millicn, or roughly tiaree-fourthis of the entire issue, while the holdings
of notes totalled $160 million, or zbout one-~half of the amount outstanding.

Follewing the guarterly financing by the Treasury on ilarch 15 which was
limited to an exchange offering, there developed a strong demand for nearby matur-
ities based on tne exchange privileges it was expected these issues would carry.
Favorable oppertunity was taus offered to cut down gradually the large holdings
of June certificates and August notes. By the end of Harch it was possible to
exchange about 62 million of the certificates in the market for other short
issues as well as a block of 15 million of the notes. Further sales reduced
the holdings of certificates to 42 million and of notes to $1C® million on
June 4, when tile new igsue was announced. About half of the replacement pur-
chases up to June 4 consisted of Treasury Bills and the remainder of other short-
term issues witn a maturity of less than one year.

Un June 5 conversations were held with Governkr Black, with Treasury
officials, and with the members of the executive committee, with regard to
arrengements which might be worked out for dealing with System maturities. The

time was short to hold a meeting of the full Federal Upen Market Committee and

ttp://fraser.stlouisfed.org/
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Governor iicKinney

that, moreover, seemed unnecessary in view of the general expression of opinion

8s to dealing with maturities at the meeting on March S, supplemented by dis-
cussions 2t the executive committee meetings of :pril £ and ilay 22 and individual
expressions of view from other governors. After discussion the exccutive committee

agreed upon a program of

1. Coaverting 60,000,000 of the maturing
issues into new 3% bonds

2. Selling $60,000,000 of the maturities
to the Treasury (to be replaced by
purchases in the market of other
short maturities), and
3. lbxchanging the balsnce of the maturities
in the market for cther short
obligationg
iinen this program had been agreed to by the exscutive committee a wire was sent
to the governors not represented on the committee, all of whom indicated agree-
ment with the program, or no digsent.
i1t was found possible to carry through this program without placing
undug pressure on the market for the maturing igsues or for the new bonds. Re-
plagemente proved a little difficult to secure, but were finally obtained without
ralsing market prices materizlly. In order to do this it was necessary to make
whatever purchases could be readily obtesined, but these purchases were well dis-
tributed throughout different maturities and the bulk of them is within two years.
The following figures show the securities purchased in replacement of the maturing

issues sold to the Treasury and to the market, Uf these purchases $11,500,000

were made in the (hicago market and the balance n New York:

$13,438,000 -~ August Treasury Bills
10,000,000 - September " "
2,000,000 - October " i
1,500,000 - 2 1/4% Cert., cf ind. due Dec. 15, 1934
13,200,000 - 2 1/2% Treas. Notes " wsar, 15, 1935
2,750,000 - 3 % L L " June 15, 1935

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

Eigitized for FRASER



S ~
-<

Government securities held in the Account as of June 15 will be as follows:

$12,000,000 of the June and August issues and the Chicago bank $6,000,000. Of these
the New York reserve bank has converted $6,000,000 into the new 3% bonds and ex-
changed the balance in the market for other short-term issues, while the Chicago bank

converted their entire §6,000,000 into the new 3% bonds with the intention of ex-

- Repro%drfrom ‘t’%@ﬁ!@ﬁcléssiﬁed { Declassified Holdings of the National Archives

% 750,000
4,492,000
3,500,000

300,000
6,425,000
1,850,000
1,450,000
5,500,000
6,425,000
5,250,000
6,500,000

92,430,000

Giving effect to the above replacements, the maturity distribution of

In addition to the System maturities the New York reserve bank held nearly

- 5 -

Governor ucKinney

- 1 5/8p Treas. Notes due Aug. 1, 1935
-21/2% L " Dec. 15, 1935
-27/8% o " " Apr. 15, 1936
- 234 v " % Dec. 15, 1936
-3 % L " Feb. 15, 1937
-3 % " " Apr. 15, 1937
- 31/4% v " " Sept.l5, 1937
- 25/8 " " Feb. 1, 1938
-3 % v m " jMar. 15, 1938
-27/8% " " June 15, 1938
-21/8% v " " June 15, 1939

Withih 3 months $ 291,782,000
3-6 504,020,100

6 months-1 year 207,688,900
1-g 277,484,800

=3 " 263,960,000

-4 252,819,000

4-5 " 6,500,000
Callable Bonds 194,893,700
Other n 124,000,000

Total holdings $2,223,149,500

changing the bonds for other maturities in the market later.

Sales of June certificates and August notes involved in the aforementioned

transactions have realized a profit of $996,055.37.

distribution of the profit realized on all sales of Government securities from the

igitized for FRASER
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FEDERAL RESERVE BANK OF,CHICAGO

t« 230 SOUTH LA SAI_LE STREET

APR 24 1934 i? April 20, 1934.

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

Dear Governor Black:
;#

Thank you for ygur letter of égr;;W;E,;in
reply to my letters of March/25 and and April GXconcernlng the
desire of our Board to permit certain bonds to mature with-
out reinvestment. We note the decision of the Federal Reserve

Board and the same will be followed.

In fairness to our own Board, I must correct
the impression conveyed to you in my letter of the 6th instant
that they concurred in this opinion. However, we do want you
to know that we appreciate your desire to co-operate with us
in every possible way.

Very urs,

lae R,

Govgrnor.

ederal Reserve Bank of St. Louis
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April 12, 1954,

¥r. G, J. Schaller, Governor, ?
Federal Reserve Bank of Chicego,

Chieago, Illinois,

Dear Governor Schallers

Receipt is acknowledged of your let | 1954,/

referring to our discussion on April ? with regard to the sction tsken

by the board of directors of Yyour benk st its seeting on !lmh 28,
advice of which was conteined in your letter of March pai,syoquuting
suthority to allow the $6,100,000 of called }% Pourth Liberty Losn
bonds held in your bank's owmn investaent 'portfo.uo to mature without
reinvestaent,

I had intended to reply to your letter of derch 24, 1984,

imsediately efter our diecussion, mut before writing the letter I
desired to discuss the amtier with the other members of the Board, I
have been so occcupled Suith other things, however, thet an opportunity
%o Yring the matter to the attention of the Board wes not presented
until today, when I outlined the opinion which I expressed curing our
conversation to the effect that, in view of the continuation ty the
Pedersl Open Market Comuittes, with the spprovel of the Federsl Re-
serve Board, of suthority to purchase sdditional Governaent securities,
and in view of the contemplated large finuncing operstions of tha
Government which might be sdversely affected if it should appeer at
this tise that the Federal reserve benks hed adopted & policy of

SILE cop

AL 0 Ay ok q f!";’w@t:} / ;3¢,
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Mr. Ge J. Scheller - 2 -

reducing their holdings of lovernaent securitles, it would be unde-
sirsble for the Federal Reserve Bank of Chicngo to teke the contem~
plated action,

The Federal Reserve Boerd is in agreepent with this opinion,

end it is understood from your letter of April 6 thet the executive

committee of your bank alsc concurs snd thet & reply to your letter
of March 24, 19384, is desired only for the purpose of completing your

P

record a8 to the attitude of the Board,

Very truly yours,

wgmauﬁ‘ﬁ,mmy

E. Rs Bl&ck,
Governor.

SRC-jcb
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FEDERAL RESERVE BANK OF CHICAGO

230 SOUTH LASALLE STREET

OFFICE OF THE GOVERNOR

April 6, 1934.

Honorable Eugene R, Black, Governor,
Federal Leserve Board, A
Washington, D. C. r

My dear Governor: o7 ded

At & meeting of our Executive Committee
held today, inquiry was made as to a reply to our letter
of March g24,\advising thet our Board had brought up the
question of reducing the amount of Government securities
in our investment account by not replacing the April 15,
1924 maturities.

I of course had in mind the discussion
had with you on Monday of the present week and reported
the same to our Committee, but they felt that the record
shoulcd be completed by a reply at your convenience.

Thanking you, and with kind regerds, I
am

Verx/t?uly3yours,

A
e

» «:".,/ﬂ' e

Governor.

i

v

SRLL L, 5/’%/ Y4
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¥Form No. 131 /2}},7 / /"‘7*?&5.«4

Office Corresponuei.ce =~ =% Date. March 27, 1954
To__Governor Black Subject: 339, 3 —

From___ Mr. Morrill

ero 16—862

At the meeting this morning it was understood that you would dis-

cuss the subject matter of the attached letter with Governor Schaller % /24 /34()« ,

o

whén he is in Washington on Monday in connection with the meeting of the

executive committee of the Federal Open Market Committee.

S/’\//u, é vc et [ﬁ ocu,cc,
0 (e oo de /7
Hth m,ww Wofrs) //a /5
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FEDERAL RESERVE BANK

oF NEwW YORK D ST

March 26, 1934.

Dear Governor Black:

When I was in Washington last week Secretary
Morgenthau asked me if I would call a meeting of the
Executive Committee of the Federal Open Market Committee,
to be available in Washington on Monday, April 2, to dis-
cuss certain aspects of Treasury financing with him.

This is merely to confirm my conversation with
you this morning that I have asked the committee to be in
Washington next Monday morning, and to express the hope
that in addition to our meeting with the Treasury officials
we may have a chance to have a talk with you or the Board
as well. I have nothing particular in mind, now, but 1t
might be helpful to avail ourselves of that opportunity for
an exchange of views.

Faithfully yours,

/

Gdorge L. Harrison,
Governor.

Hon. Eugene R. Black,
Governor, Federal Reserve Board,
Washington, D. C.
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FEDERAL RESERVE BANK OF CHICAGO

230 SOUTH LASALLE STREET

OFFIGE OF THE GOVERNOR March 24, 1934.

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

My dear Governor: 5¢§£§

At a meeting of our Board of Directors, held
March 23, 1934, the following matter was considered and this
action taken:

"Phe advisability of allowing the April 15, 1934
maturities (called Fourth 43% bonds) aggregating
$6,100,000, held in our own investment portfolio, to
run off was thoroughly discussed, and UPON MOTION
duly made, seconded and unanimously carried, the
officers were directed to ask the Federal Reserve
Board for authority to allow the Government secur-
ities referred to above to mature without reinvestment.”

Msy I add that our Board feels that the need for
continuing our holdings of Government securities in the present
amount has passed, since the public is eager to purchase at a
very low yield. It is further felt that we would better serve
our bank, the public, and our Government by permitting early
maturities to run off and thereby place this bank in a position
to do its full part by coming back into the market when there is
a greater need for funds by the Treasury.

{ Asking your consideration of the above, and await-
ing your advice and the permission of your Board, I am

Ve ruly yours,

VEIrTor.

R TR S ¥ 3 / 2 7/ 36’

ore A 4/@/34 Aar Go 47/2//}51
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AN
{);;7 \/\J&J
FEDERAL RESERVE BANK &{
OF RICHMOND ﬁ'ﬁ%;. o

Merch 13, 1934

Mr. Chester Morrill, Secretary
Federal Heserve Board
Washington, D. C.
Dear Mr. Morrill:

I have m%&%ﬁm thank
you for sending me the Board's letter of that date to
the Secretary of the Federal Open Market Committee.

With best regards,

Sincerely

- Ll ‘:L—“—‘—N
W. W. Hoxton
Chalrman
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FEDERAL RESERVE BANK

March 12, 1934,

Federal Reserve Board,
Washington, D. C.

ATTENTION MR. CHESTER MORRILL,

SECRETARY.

Gentlemen:

The copy of a letter addressed

under date of the 9thiby the Federal
Reserve Board to the Secretary of the
Federal Open Market Committee is

acknowledged with thanks.,.

Very truly yours,

Digitized for FRASER
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ederal Reserve Bank of St. Louis
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Chairmen of the Board and
Federal Reserve Agent,
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FEDERAL RESERVE BANK

oF NEWYORK

iarch 10, 1934,

Dear Mr. Morrill:

Let me acknowledge receipt of yours of iarch.

) “Tg__ge}wdvising us of the action of the Federal Reserve Board
with respect to the resolutions adopted by the Federal
Open Market Committee. I note that copies of your letter
have been sent to all Federal reserve banks.

Very truly yours,

oot Grngre!

[}

W, Randolph Burgess
Secretary, Federal
Open Market Committee

e
!f

K

Mr. Chester Morrij] ,
Secretary, Fedefsl Reserve Board,
Washington, D/ C.

WRB/H
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" DECLASSIFIED |

Autority G Orclor 1925
. e |

March 9, 1934.

CONFIDENTIAL
Mr. F. H. Curtiss, Chairman,
Federal Reserve Bank of Boaston,
Boston, Messschuseits.
Dear Mr. Curtiss:
There is inclosed herewith, for your
et 37 EY
information, a2 copy of a letter addressed today
by the Board to the Secretary of the Feder:l Opem

Market Committee.

VYery truly yours,

aienad) Chester o
fokter Morrill,

Secretary.

Inclosure.
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Authority EX O, ;3@5@;

March 9, 1934,

CONFIDRNTTAL

Wr. J. H. Case, Chairwan,
Tedaral Reserve Bank of Bew York,
Reow York, New York.

Dear W, Casss

There is inclosed hevewith, for your
B2 NS
information, & couy of & lgggffddnim today

by She Board $o the Secretary of the Federal Opmm
Maricet Comrnittes.

Yory truly yours,

!2ignad) Chester Mo ’
Chester Yoreill,
Sscretary.

Incl osure.

E COPRY
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¥arch 9, 1934.

CONFIDENTT AL
Wy R L. Mustin, Chulrmen,
Pitlatel din, Pemgiveetn T
Desr Mr. Austimg

Taare 1s {aclossd herewith, for yow
informmtion, a copy of a 1nmgu;ri;m today
by the Board %0 Ahe Secretary of the Pederal Oren
lerket Comndttes.

Yery truly yours,

Signed) Chester Worri
i r Mot

Ssoretary.

Inclosure.

FILE CORPY
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At
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March 9, 1934.

CONFIDENYIAL
Yederal Reservo Bank of Cleveland,
Cleveland, Ohio.

Dear Wr. Williismes

Thers is inclosed herewith, for
informatiom, & copy of a letter adiressed todsy
by the Bomd to the Secretary of the Federal Open

¥arket Commitive.

Yery truly yours,

(Signad) Chester Moreil
Chester Morrill,
Secretary,

!mlm.

Cor

o T

fE:JH

=

E COPRY
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CONPIDENTIAL
¥r. 9. ¥. Hoxton, Chalirman,
¥ederal Regserve Bank of Richmond,
Pchrond, Virginis.
Jaar Mr. Hoxtom

There is inclosed herewith, fmriyom-
information, a couny of @;.Leﬁgr\éamgséﬁftow
by the Board to the Seéretsry of the Tederal Opeh
Market Comdtiee.

Very truly yours,

(Signed) Chester Momilt
Chester Morrill,

Secretary.

Inclosure.

T
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™
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" DECLASSIF 1ED !

Authorlty CK‘OM

Narch 9, 1934.

CORFIDERTIAL
#r. Csomr Newton, Chairman,
Paderal Eeserve Bank of Atlanta,
Aslanta, Qeorgia.
Dear ¥r. Newtom

Thef'e 1s inclowsd mmth, far your
{nfornation, a copy of & :mm\-amma soday
by the Bomrd $o the Secretary of the Federal Open
Haricet Cormittes.

Yory truly yours,

{STaned) Chester Wor ilt
Chester Norrill,

Secretary.
Inclosmre.
["““"‘”_"_.T ﬂ e ~ /:‘;“ N e, "\f\\ I
I ] 1 — D)\,
UW'- H d:": i{_[;‘:e @ \::}) T - L(
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Authority £ Ordlar 15250
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¥argh 9, 19M4.

CORFIDENTIAY

¥r. B. R, Stevens, Chairwan,
Federal Heserve Bask of Chicago,
Chicago, Illinolw.

Dear ¥Wr. Stevens:

There is inglosed lm-niwith.’ ,fm- ym
information, s sopy of a letter Mm‘u& today
by the Board to the Secretary of the Federal Open
Market Commitiee.

Yary Sruly yours,

2oranad) Chpater Mordl
Chssber Momedll,
Secretary.
Inclogare.
pe——— - ~ \\ “::::;;\; N S
N Ly ey 2 N/ ] 5
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Authorlty CM

Narch 9, 1934,

CONFIDENTIAL
Mr. J. 8. Yoo, Chairman,
Federal Feserve Bank of 8%. Louis,
St. Louls, ¥isscuri.
Deax Nr. Woods
There is inclosed hanwit’x. :’or your
information, = copy of & Xciur\«mrnm today
by the Board to the Sesretary of the Federal Open
Maricet Comitftee.
Yery truly yours,
ISlenedh Chester Morri

Chester 'orrill,
Secretary,

Inolosurs.
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March 9, 1934,

CONFIDENTIAL
Mr. J. R, Peyton, Cheirman,
Podoral feserve Bank of Winneapolis,
Mimneapolis, NMinnesoda.

There L8 inclowed herewith, “fﬁgr your
taformation, s gopy of & letter dressed todny
by the Board 0 the Seoretary of $he Pederal

Opan Market Coxmitties.

i

Very Sruly yours,

(Sgned) Chester Morrl§
Cheste Morrili,

Segretary.
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Wareh 9, 1934,

CONPIDERNTIAL
¥r. ¥, L, McClure, Chairman,
Pedoral eserve Bank of Kansas City,
Kansas City, Mo.
Dear Mr. HoClure:
There 4is inclosed herewith, for your

PR G
. 7 el

tafornation, & ooy of & letter \wddressed folay
By the Board te the Secretary of the Federal
Open Harket Committes.

Very Sruly yours,

(Sirned) Chestar Mordli
(hester Morrill,
Searstary.

Inclosure.

1em
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Merch 9, 1934,

CORFIDRMTI AL
Mr. C. C. Walsh, Chalrman,
Yederal Feservs Bapk of Dallas,
Dallas, Texas.
Dear Hr, Walehi

Thers is incloeed herewith, for your
information, & Gopy of & 1“»&&@««6 {m&q
by the Basrd to the Secretary of the Federal
Open Market Comdtiee.

Yery truly yours,

chéater MY,

Searstary,

Inclosure,

C

SILE COPY
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March 9, 1934,

CONFINTHTIAL
Mr. Yeanc 1. Mewkon, Choirean,
Paderal leserve Bank of San Prancisco,
San Francleco, Califoruia,.
Dear Mr. Wewiony

There is inclosed herewith, for yom*
information, a sopy of a lotier Jéa';jméﬁ tn&w
By the Board o the Jacretary ol the FPaderal
Open Market Comittee,

Jory truly yours,

{Sizned) Chester Morrik
Chestor “nrrill,
Searotacy.




é& : - DECLASSIFIED 1
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323,34
Mr. W, R, Burgess, Secretary, \
Federal Open Market Comuitiee, ' s
Federal Reserve Bank of Hew York, & 0)
Now York, New York. r oy
:‘ ) ,\v- %
Dear Mr. Burgess: ;7} "1\" o

Receipt is acknowledged of your lettier of March 7, 1934, addressed to
Governor Black, inclosing a tentative dreft of the minutes of the aeeting of the
Federal Open Market Comaittise held in Washington on March 5, 1934,

The Federazl Reserve Board has given consideratiom to the resolution
adopted by the commititee reducing to §100,000,000 the authorisation to the ex-
ecutive committee for the purchase of zovernment securities, and epproves the
authorisation to the exscutive comaittee in the reduced amoumt, with the under-
standing thet the Board will be kept informed curremtly by the executive committee
of ite prograa of purchases and as to any development in the situation which may
affect the application of the program.

The Board has noted with approval the further sction taken by the Federal

Open iarket Committee at its meeting in voting to convert the whole or any part,
as might be deterxined by the executive committee, of the $150,000,000 of govern—
ment securities held in System acengxt, which mature on March 15, into any new
note offering which might be ofrgred by the Treasury, sand thet the executive com~
nltt;co wes given authority to replace the whole or any pert of the System holdings
of 43¢ Fourth Liberty Loan bonds, called for redeaption om April 15, 1934, with
guch other mturiﬁaa as the comaititee mey determine.
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Mr. ¥, R, Burgess - 2 -

A4 copy of this letter is being sent to each Federal reserve bank for its

inforastion.

Very truly yours,

Chesier Morrill,
Secretary.
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FEDERAL RESERVE BANK ot

OF ATLANTA I
OFFICE OF LA
GOVERNOR ..--___"'"---.«g,,

February 28, 1934

¥r. E. R. Black, Governor,
Federal Reserve Board,
Washington, D. C.

Dear Governor Black:

The Federal Reserve Bank of New York sold
us $10,000,000 of their open market participation today
and I again wish to thank you for your efforts in ob-~
taining this additional earning asset for us.

On a basis of the present average earning
rate on our government securities, which is aporoxi-
mately 1.82 %, this will give us around $15,000 per
month additional earnings and I hope by the end of
March we may be operating without a deficit.

Sincerely yours,

Acting Governor.

WSJ:CLB
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February 26, 1934 —

FER 2.

Mr. E. R. Black, Governor,
Federal Reserve Board,
Washington, D. C.

Dear Governor Black:

This will ackmowledge your letter of February
23rd, and I wish to thank you for securing for us a

‘participation not to exceed $10,000,000 in the open

market holdings of the Federal Reserve Bank of New York.

Personally, I would like to see the regulatiomn
changed to the extent that all Federal Reserve Banks
could make direct purchases of govermment securities in
reasonable amounts as thelr cash position might justify
and I understand that it might be proper to discuss this
matter at the next meeting of the Open Market Conference.
I would be reluctant, however, to bdring this question
before the Conference unless, in your opinion, such a
change would be acceptable to the Federal Reserve Board.

Sincerely y
Va

7

w.
Acting Governor.

WSJ:CLB

Federal Reserve Bank of St. Louis

(s,
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February 23, 1934

Mr. %, S. Johns, Actinz Governor,
Federal Roserve Bank,
Atlanta, Georgia,

Dear Mr, Johna:

I have just telephoned you that the
- Pederal Reaerve Bank of New York will be glad to
zive you participation up to 310,000,000 in the bond
agcount o

I now beg to acknowledge roceipt of
your letter of February 16th/advising of the opening
of the First Nationel Benk of Orlando,

I note eapecially the reduwtion in the
indebtedness of the (Oeorgia Savings Bank & Trust Comw
pany; that the Pirast National Bank of Yort Vyers is
goingtto pay its indebtedneas, and there is = great
reducstion in the indebtedness of the conservator benks
or banks thaet have not opened on sn wirestricted basis;
as %o sll of which I congratulate you,

Witk my wearm regerds, I am

3incerely yours,

Jovarnot.

Lic. 2T ?/2 /5
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FEDERAL RESERVE BANK FEB 1~ 1934

OF ATLANTA

OFFICE OF
GCOVERNOR

February 16, 1934

Mr. E. R. Black, Governor,
Federal Reserve Board,
Washington, D. C.

Dear Governor Black:

You might be interested to kmow that the
First National Bank at Orlando, a new National bank,
ovened for business yesterday morning.

The indebtedness of the 0ld institution to

the Reserve Bank, amounting to approximately . $200,000.00,
was paid, and, other than the indebtedness of the Georgla
Savings Bank and Trust Company, our ocutstanding indebted-
ness from conservator banks or banks that have not opened
on an unrestricted basis, is very small. The Mrst Nation-
al Bank of Fort Myers owes us the larger amount, approxi-
mately $64,000.00, and we hope to have this indebtedness
paid within the next thirty days.

The indebtedness of the Georgla Savings Bank
and Trust Company has been reduced from approximately
$850,000.00 to $540,000,00 and on account of the substan-
tial increase in the market value of stocks and bonds that
we hold as collateral to their loan, the listed collateral
on the present market would liquidate all of the indebted-
ness except approximately $50,000,00 which would have to
be collected out of the slow collateral.

Yery truly yours,

w. S. OIQ!W

Acting Governor.

W8J:CLB
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NOV 9 1433

Mr. R. A. Young, Governor,
Federel Reserve Bank of Boston,
Boston, Massachusetts.

Dear Covernor Young:

Receipt iz acknowledged of jour letter of November 6,
1933 .Svrltta in aceordance with the resolution sdopted by the

::rd of direstors of your bank at its meeting on Hovember 1,

1933, with regard to pafticipation by your bank ia further pur-

chases of government secfurities for System accountk. .
Your letter ie bdeing brought to the attention of the

members of the Federal Reserve Board.
VTery truly yours,
{Signed) Chester Marrilt

Chester Morrill,
Seeretary.

FILE COPY

Federal Reserve Bank of St. Louis




B } | ,422&4,:’ A /égz/{/7::j::j:?<’°‘s
FEDERAL RESERVE BANK%%%M

IS ROY A.YOUNG, GOVERNOR FREDERIC H. CURTISS 3 3 3 3"
WILLIAM W. PADDOCK, DEPUTY GOVERNOR CHAIRMAN OF THE BOARD
WILLIAM WILLETT, CASHIER AND FEDERAL RESERVE AGENT
KRICKEL K.CARRICK, SECRETARY ALLEN HOLLIS

DEPUTY CHAIRMAN OF THE BOARR

ASSISTANT CASHIERS ASSISTANT FEDERAL RESERVE AGENTS

ELLIS G. HULT CARL B. PITMAN CHARLES F. GETTEMY
ERNEST M. LEAVITT L.WALLACE SWEETSER WILLIAM D. McRAE

Digitized for FRASER

November 6, 1933

Federal Reserve Board
Washington, D. C.

Dear Sirs:-

€0
I am sending you herewith a copy of a letter which I am sending todey to
Governor Harrison, Chairmem of the Federal Open Merket Committee, advising
him of this bank's decision not to meke at this time & cormitment to parti=
cipate in the System purchases of Govermment securities covered by the vote
adopted at the meeting of the Federal Open Market Committee on October 10,
and the Board's telegram of October 12, 1933, authorizing the Executive
Comnittee to proceed with such purchases. I em also enclosing a copy of
the resolutions adopted by our board of directors at their meeting on November
1, pursuant to which the notice is given. .

As stated in my letter to Governor Harrison, the action of our board of
directors was taken after I acquainted them with the discussion which took
place at the meeting of the Federal Open Market Committee on October 10, with
regard to participation by the Federal Reserve Bank of Chicago, the point being
made at such meeting that, inasmuch as Chicago had not notified the committee
or the Federal Reserve Board within the prescribed time, they were obligeted

to participate.

As also stated in my letter to Governor Harrison, this action was taken by our
board of directors not because of lack of cooperation in the System's program
but to safeguard the bank against any commitment. You will observe that in

the last paragraph of the resolutions .I have been instructed to advise the
Federal Open Market Committee and the Board of {his bank's willingness to have
offered to it from week to week a share of the/purthases made or proposed to be
made by the Executive Committee for the Systghm accpunt, and you will note thet

in my letter to Governor Harrison I have inyited fhe committee to offer this bank
its pro rata share or more of each week's purchgdes made or proposed to be made
by the Executive Committee for the System hccount.

M Very trply ylﬁzs

e - R. A. Young

N Governor
K
Enclosure W q 9
1/ oV '
RLE. Amw '/ g’/ 33 ¥
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FEDERAL rRESERVE BANK OF BOSTON
30 PEARL STREET

November 8, 1933

Mr. George L., Herrison, Chairmsn
Federal Open Market Committee
Federal Regerve Bank of New York
Kew York City, New York

Dear Governor Harrisonse

You will recall that at the last meeting of
Ootober 10, 1933, the question was raised a
had not coammitted itself to participate in ¢
the System soocunt. Fortunately, a ocompro
enabled us to handle the situation, and thekg

»h Market Committee, which wes held on

ther the Federsl Reserve Bank of Chiesago
parchases of Goverrment securities for
isfactory to everybody was reached, which
erefore, was not pressed,

At the regular meeting of our bosrd of direotors on November 1, 1933, I read the official
mimtes of the Federal Open Narket Committee, g on October 10, inocluding the vote with
reference to the authority of the Exeouti to purchase the unpurohased portiom of
the $1,000,000,000 of Goverrment seouriti b\ the vote of the Federal Opem Market
Polioy Conference on April 22, 1983, and Federal Reserve Board's telegram of
Ostober 12, 193%, suthorizing the Exeocuti o proceed with guch purchases, I
also aocquainted our direotors with the dis eforence to Chicagzo's position,

Having in mind the questiom reaised in the
the purpose of whioch is to safeguard ¢
chases eontemplated, and I am sending y,

ase, our directors adopted resolutions,
ngt commitment to participats in the pure
oopy of the resclutions adopted.

i1 em now giving you the notioce, which

, /by the resolutions to zive you, that this
!'bank has decided not to make at this ¢

ent of sush substential and uncertain
Any such undetermined extent in the open~
i market operations recommended by the Federsl Open Market Committee and epproved Ly the

'Federal Leserve Board. gng peferred to sbove,

I wish to add that this sotion was not taken beosuss of ack of cooperation, and, furthers
more, in line with instructions to me contained in the résolutions, I sm pleased to invite

may be made or proposed to be made by the Exeoutive (Jommit for the System socount, and
when offers are made, we will, of ocourse, advise tee promptly whether we will
partioipate in such purchases,

Yery

Re A0 ¥
Governor

Enclosure | o, ﬂﬁ?
YARYY.
"% %Nf b
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Resolutions Adopted the Board of Directors ot che leral Reserve
Bank of Boston at a regular meeting held on
November 1, 1933.

WHEREAS, the Federal Open Market Committee at its meeting on October 10, 1933,
unanimously recommended that the Executive Committee of the Federal
Open Market Committee be given authority to purchese in its discretion
for the System account the unpurchased portion of $1,000,000,000 of
Government securities, the purchase of which was covered by a vote
adopted at a meeting of the Open Market Policy Conference on April 22,
1933, and

WHEREAS, under date of October 12, 1933, the Federal Reserve Board advised that
it authorized the Executive Committee to proceed with the proposed
purchases, with certain qualifications which were properly and wisely
made, end

WHEREAS, after allowing for purchases made since October 10, such unpurchased
portion of such Government securities is now approximately $581,000,000,
and

WHEREAS, this bank's concurrence in the operations so recommended snd approved
might constitute a commitment to perticipate in purchases amounting to
as much as $581,000,000, the extent of such commitment depending upon
the number of Federal reserve banks participating end the Executive
Cormittee's basis of allocation of such purchases and being in eny event
substential in amount even if all Federal reserve banks should participate,
and

WHEREAS, if this benk should fail, within the time prescribed in the Federal Reserve
Board's Regulation M, to file notice of its decision not to participate in
such operations, it might be deemed, under the Federal Reserve Act and
Regulation M of the Federal Reserve Board, to have agreed to participate
in such operations on whatever basis of allocation might be wvalidly made
by the Executive Committee of the Federal Open Market Committee,

NOW THEREFORE BE IT RESOLVED that in the opinion of this board of directors this
bank should not at this time meke a commitment of such substantial and
uncertain proportions, end be it further

RESOLVED, that the Governor of this bank be and he is hereby instructed (1) to
file with the Chairmen of the Federal Open Market Committee forthwith
written notice of the foregoing decision, with a statement thet this
bank does not wish at this time to participete to any such undetermined
extent in the open-market operations so recommended and approved, and
(2) to trensmit a copy of such notice to the Federal Reserve Board, and
be it further

RESOLVED, that the Governor be and he is hereby instructed to advise the Chairmen of
the Federal Open Market Committee snd the Federal Reserve Board of this
bank's willingness to have offered to it from week to week a share of
purchases made or proposed to be made by the Executive Committee for the
System account, under the recommendations of the Federal Open Market Committes
end the approval of the Federal Reserve Board, which offers this bank may in
its discretion accept in whole or in part as received,

I, the undersigned, Secretary of the Federal Reserve Bank of Boston, do hereby -certify
that the foregoing is a true snd correct copy of preambles and resolutions which were duly
adopted by the board of directors of said bank at a meeting duly called and held on
November 1, 1933, a quorum being present, and of the whole of the sald preambles snd

Digitized for FRASER -~ \
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resolutions, as set forth in the minutes of the said meeti--,

IN WITNESS WHERECF I hereunto s.osoribe my name and affix the co.porete seal of the said
Federal Reserve Bank of Boston.

ecretary
Boston, Mass., November 4, 1933,
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FEDERAL RESERVE BANK OF CHI?

230 SOUTH LA SALLE STREET

<+ 1933
ch'[ 193

a (‘_M‘*>

October 28, 1933

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

Dear Governor Black: raL
,f é/;g»

In compliance with your request, I enclose two tabulations,
one showing the percentages of participation in the purchases of Govern-—
ment securities for System account according to the old plan in effect
prior %teo April, 1933, and the method adopted by the committee at the
meeting in April, 19333 the third column shows a proposed method of allot-
ment by Dr. Burgess of the Federal Reserve Bank of New York; colum No.4
a method of allotment proposed by myself and column No., 5 a plan of allot-
ment in accordance with the capital and surplus of each Federal reserve bank.

13

In the other tabulation is shown the percentage of allotment
under the plan proposed by myself as to how it would have operated if it had
been in effect since March 29, also showing the average allotments for the
period from March 29 to October 256, This plan is based on the total member
bank reserves carried (not required reserves) and it is flexible,as the per-
centages would be computed weekly on the basis of the previous week's ex-
perience. For instance, if a portlon of the excess reserves of the Chicago
bank should during the week be transferred to New York or vice versa the per-
centages of allotment would be immediately affected thereby. Owing to the
fact that at this writing this bank hes $328,000,000 excess reserves, with
required reserves of only $225,000,000, it is conceivable that if general
conditions in the country should change that most, if not all of these exmsess
reserves might be trangferred to New York. If such were the case this would
result in a transfer of over $300,000,000 out of our Gold Settlement Fund into
the Gold Settlement Fund of the New York bank. I therefore feel that any plen
adopted ghould take into congideration the question of the transfers of excess
reserves.

In accordance with your suggestion, I give you the following
regarding our directors, all of whom you met yesterday:

F. C. Ball is a Class "CP director. He is president of Ball
Brothers Co. of Muncie, Indiana, the largest manufacturers of
glass fruit jars, producing sbout 180,000,000 fruit jars per
year and employing 1500 workmen.
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FEDERAL RESERVE BANK OF CHICAGO
Governor Black - #2 Oct. 28, 1933

James Simpson, also a Class "C" director and Deputy Chairmrn
of our board. He is chairman of the Commonwealth Edison Co.,
the Peoples Gas Light & Coke Co., and the Public Service Co.
of Northern Illinois. Prior to July, 1932, he was chairman
of the Board of Marshall Field & Co. of Chicago.

Max W. Babb, class "B" director, is president of the Allis-
Chalmer Manufacturing Co. of Milwaukee, Wisconsin.

S. Te Crapo, class "B" director, is Secretary and Treasurer
of the Huron Portland Cement Co., Detroit, Michigan.

Nicholas H. Noyes, class "B" director, is Treasurer and director
of the Eli-Lilly Co., manufacturing druggists of Indianapolis,
Indiana.

E. R. Estberg, class "A" director, is president of the Waukesha
National Bank, Waukesha, Wisconsin.

George J. Schaller, class "A" director, is president of the
Citizens National Bank of Storm Leke, Iowa.

These are the other directors, which besides Mre. Stevens and Mr, Leavell,
you met yesterday.

We were very glad to have had the opportunity of discussing
various matters with you yesterday and our Board of Directors, I know, ap-
preciated the opportunity of getting acquainted with you.

With kindest regards, I am
Very truly yours,
ISV

Ce Re McKay,
Deputy Governonj

/
4

€IiCe
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PERCENTAGES OF PARTICIPATION IN PURCHASES OF GOVERNMENT BONDS,
BASED ON

(1) (2) (3) (4) (5)
014 plan based Excess re- Total reserves & Member bank re- Capitel & Surp
on capital & serves over 55%. other cash & earn- serve accts. as State.10/11/33
earning require- State. 9{13/35 ing requirements as proposed by Mr,

g
S
ment 8. proposed by Dr.Burgess McKay. %
June,1932 State,10/11/33 g
BOSTON 7.25 11.00 7.4 6.84 Ted %
NEW YORK 27.00 15.25 26 .6 38.73 3%.8 ?
PHILA. 7.75 5.25 7.2 5.07 10.6 §
CLEVE., 10.50 5.75 8.5 5.52 9.6 %
RICHMOND 5.00 5.00 4.5 2,90 3.9 ;
ATLANTA 4,75 3450 5.8 R.29 3.8
CHICAGO 12.75 36,50 19.1 20.04 12.4
ST .LOUIS 4.25 4.00 4.4 2.99 3.3
MINNEAP. 3.00 2.00 3.0 2.04 2.3
KAS,CITY 5.50 4.25 4.6 4.20 3.0
DALLAS 3.75 0.75 2.9 R.97 Re9
SAN FRAN, 8,50 —L.00 8.0 6.41 7.2
100% 100% 100% 100% 100%
Prepared by
Ce Re McKay

Federal Reserve Bank of Chicago
Oct. 28,1933
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PERCENTAGE OF MEMBER BANK RESERVE ACCOUNT OF FEDERAL RESERVE BANKS
TO SYSTEM TOTAL

1933

Mar.29 Apr.26  May 51  June 28 July 26 Aug.30 Sep. 87 QOct. 25 Average
Boston 5.8 5.8 8.6 6.97 6.21 6.3 6.6 6.1 8.3
Vew York 44,9 48,6 47.% 41.81 41.40 42.4 40.5 40,7 43,4
Phila. 5.5 5.3 5.2 6.40 - 5.18 5.3 4.9 4.7 5.3
Cleveland 6.5 5.6 641 6.04 6.51 6.0 5.6 5.4 6.0
Richmond 2.9 2.9 2.9 3.17 3.15 2.9 2.7 2.6 2.9
Atlanta 2.1 1.9 2.2 2423 2.54 2.2 2.1 2.1 2.1
Chicago 13,6 12.4 12,6 14.81 16.24 17.3 19.6 20.6 15.9
St.Louis 3.1 3.1 2.9 8.0l 5.20 3.0 3.1 3.0 3.1
Minnesota 2.0 1.7 1.0 2.08 2.07 2.1 1.9 1.8 2.0
Kas.City 8.9 3.5 3.4 4,17 4.60 4,2 4.2 3.8 4.0
Dallas 2.8 2.3 2.2 2.85 R.40 2.1 2.6 2.9 2.4

Sen Franc, 6.9 6.8 6.7 6.96 6.50 8.2 6.2 6.3 6.6
100% 100% 100% 100% 100% 100% 100% 100% 100%

Prepared by C.R.McKay
Federal Reserve Bank of Chicago

October 28, 1933
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\w
“Ootober £3, 1933

Krs Co R. MSKny, Depusy Governor,
Federal Ressrve Bank of Chicago,
Chiosgo, Illinois.
Desr Covernor Mokey:

¥ shank you for your letter of October
Mtggatlw to the ection of your Executive Comnittes

pon markst policy question.

I also note that ths next meeting of
your Board of Directars is Ootodar R27th, I am $xying $o
make arrangements# to be with you and at that time will
bo glad to confexr with you end the offtcars end direators
on the guestions that ar: pertinmmt a$ the present time,

With ny regards, I ay,

Sinocerely yours,

Covexrnor.

it "”#f"wg:hm,B / ﬁf/ug Y

e
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FEDERAL RESERVE BANK

OoF NEwWYORK
October 12, 1933,
Dear Governor Black:

Governor Harrison suggests that you would like to have the figures
for the proposed bases for distribution of government securities among various
Federal reserve banks. I, therefore, enclose two tables. The first is one
presented to the executive committee meeting of September 21, This was com-
piled in accordance with the action of the Open Market Policy Conference in
April{wﬁich proposed that securities should be distributed with a view to reduc-
ing the disparities betwsen reserve percentages. With as large holdings as we
then had it seemed i1llogical to distribute further purchases on the basis of
earning requirements. In September we shifted from a 55% to a 50% basis to
neet Chicago's case,

This week we discussed with the members of the executive committee a
further modification of the basis to meet Chicago views, and proposed that
securities be distributed in the ratio of the total reserves of each bank to
the total reserves of the System. These figures are shown in column 3 of the
second table, and seem to give a pretty equitable distribution on the basis of
the relative streRlgth of the differsnt banks and their ability to take govern-
ment securities.

The second table also shows what the raties would be on the basis
formerly used, that is, the earnings requirements of the several banks. While
is now appears to be a pretty illogical basis, nevertheless there are some
of the banks which are not earning their living and there is some justification

for giving earning requirements some consideration. As a compromise suggestion

s

we have worked out column 6 which is an average of columns ¥} and . There is
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FEDERAL RESERVE BANK OF NEW YORw_._____ . Honorable Eugen. R, ik 10/19/3z.

something to be said for this compromise. It has not yel been discussed with

the members of the committee.

Very truly yours,

tolpdogs

L}

W, Randolph Burgess
Deputy Governor

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

encls.
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Per cent Distribution of Excess Reserves
of Federal Reserve Banks on September 13, 1933

Over 40% @ver 45 Over 5% OQver 55%

Digitized for FRASER
http://fraser.stlouisfed

Boston B¢ 9.1 9.7 11.0
New York 2348 22.4 2040 15.5
Philadelphia 59 Se7 S.4 44,8
Cleveland 7«1l 6.8 645 5.9
Richmond 4.2 4.2 4.3 4,5
Atlante 31 3.1 3.1 3.1
Chicago 28.1 29,6 31.8 35.9
St. Louis 442 442 443 4.4
Minneapolis 2.2 2.1 2,0 1.8
Kansas City 4,0 4,1 4,1 4,2
Dallas 1.4 1.4 1.3 1.2
San Francisco 7e¢3 73 7.5 7.7
Total 100 .0% 100.0% 100.0% 100.0%

.org/

Federal Reserve Bank of St. Louis



Boston

New York
Philadelphia
Cleveland
Richmond
Atlanta
Chicago

St. Louis
Minneapolis
Kansas City
Dallas

San Francisco

System

(Figures are as of October 11, 1933)

l.

Total gold
reserves and
other cash
(In millions
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Table II

Percentage

of dollars) Distribution

292
986
241
281
158
128
960
160

98
152

83
266

3,805
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*Earnings
Requirements
(In thousands

of dollars)

2,763
10,622
3,189
3,760
1,869
1,632
5,045
1,805
1,323
2,010
1,459
3,504

38,981

0

-~ ~3

o »
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100.9

Proposed Bases for Distribution of Government Purchases Among Various Federal Reserve Banks

4, 5.
Percentage Average
Distribution of 2 and 4
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FEDERAL RESERVE SYSTEM = J ¥, 3~

(LEASED WIRE SERVICE)

16794 RECEIVED AT WASHINGTON, D. C.

71eb
Kansascity 1009am Oct 18
————————
Board ‘
Attn Carpenter Washn

Referring to telephone conversation, have received the twelve extra

copies of X-7636 and destroyed them,
Jo—12-33 Mcclure
1127am

T. 8. GOVERNMENT PRINTING OFFICE: 1933 16—794
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162gb
Chicago Oet 17 1223p
N
Carpenter
3 Washn /pw/z,wiiS
-} Extra coples letter X=-7636| destroyed,
Young
130p
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FEDERAL RESERVE BANK OF SAN FRANCISCO

Isaac B.NEwTON
CHAIRMAN OF THE BOARD

AND FEDERAL RESERVE AGENT

October 17, 1933

Dear Mr. Carpenter: ‘ _—
pa-¢ 2 43
The twenty extra copies of the Board's lettepm§:76§§wmx

were received this morning by me and in accordance with your
request have been destroyed.
Yours very truly,

deaae ONewtD

Pederal Reserve Agent.

Mr. S. R. Carpenter,
Assistant Secretary,
Federal Reserve Board,
Washington, D. C.
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FEDERAL RESERVE BaNKk - =
i
oF NEwYORK
CONFIDENTIAL . October 16, 1933.

Dear Governor Black:

-You will remember that at the meeting of the Federal Open
Market Committee with the Federal Reserve Board on Thursday morning,
October 12, I read to the Board the resolution unanimously adopted
by the Federal Open Market Committee that morning recording their
views with respect to the System's open market operations. Pending
preparation of the formal minﬁtes of the meeting, I am enclosing a
copy of that resolution which it was understood would be regarded as
confidential and not for publication.

While in Washington, I handed you a copy of the vote of
the committee with respect to the authority granted to the executive
committee to make further purchases of government securities. The
vote which was unanimous was "that, subject to the approval of the
Federal Reserve Board, the authority granted to the executive com-
mittee at the meeting of the Open Market Policy Conference on April
22, as amended, to purchase up to $1,000,000,000 of government secur-
ities be continued and reaffirmed for the unused portion of the au-
thority ."

As 1 reported to the Board at our jJjoint meeting, it appear-
ed to be the opinion of all those present during the discussion of
this resolution of the committee that from the point of view of the

present credit and banking position alone, there was little, if any,

Digitized for FRASER
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FEDERAL RESERVE BANK OF NEW YOrK S Governor Black ’ ICt . 16 2 1933 .

necessity for further purchases of government securities, and that,
therefore, it would seem to be advissable ip the present circumstances
gradually to reduce the rate of purchases as soon as and to the ex-
tent that it is possible to do so without adverse effect upon the
government's program of recovery. It was recognized, however, that
in view of existing uncertainties and the possibility of the develop-
ment of new conditions or policies thet cannot now be foreseen, the
executive committee should be free, pending another meeting of the
Federal Open Market Committee, to use its discretion as ceircumstances
dictate.

As you have been advised in regular course, the executive

committee purchased $35,000,000 of securities for the statement week

Very fruly yours,

’%/ ‘

George L. Harrison,

Chairman, Federal Open Market
Committee.

ending VUctober 11.

Hon. E. R. Black,
Governor, Federal Reserve Board, _
Washington, D. C. S~

-
\
Enc. ;ik
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CONFIDENTIAL

RESOLUTION RELATIVE TO OPEN MARKET OPURATIONS
ADOPTED BY FEDERAL OPEN MARKET COMMITIEE
AT ITS MEETING ON THURSDAY, OCTOBER 12, 1933.

In their participation in the extensive open market progrem which the
Reserve System has conducted for & number of months past, the Federsl Reserve
Banks have been actuated by their desire to contribute to the fullest extent
within their power to the national recovery effort. In furtherance of that
desire, and as a result of our observation of the open market operation, we
believe that we may render a helpful service by recording our presfnt views,

The System's holdings of government securities now amount to the un-
precedented sum of $2,544,000.000, more than ten per cent of the Federal debt,
Excess reserves of member banks are now nearly $800,000,000, member bank in-

debtedness to the Reserve benks has been reduced to the smellest figure since
August, 1917, and short~time money rates have been forced down to the lowest
level in our historyes When to these facts it is added that the volume of
currency outstanding is approximately 5,600,000,000, far in excess of that
outsteanding in 1929, and that bank reserves are greater then at any previous
time in our history, it would seem that our monetary problem today is not so
much one of correcting a deficiency in the supply of basic money, whether by

»
Federal Reserve credit or by govermnment currency, as of achieving an effective
use and turnover of the already existing supply.

Open market operations, as a means of stimulating business recovery,
are ordinarily designed to force banking funds, first, into the short-time money
market, and subsequentlyy as short-time rates are lowered, into the intsrmediate
and long-time capital markets, In the present instance, it seems clear that
neither of these major purposes is yet accomplished.

As to short-~term credit, there are still grave obstacles both for

borrowers and for lenders. Many business concerns, whose worth has been
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diminished by the unprecedented shrinkage in values and by several years of
unprofitable operation have been either unable or afraid to draw upon the
availeble credit supply. At the same time many of the banks, partly by reason
of their former unfortunate experiences and partly by reason of new uncertainties
incident to the inauguration of the deposit insurance and other features of the
Banking Act of 1933, have felt it necessary to pursue a policy of extreme liquidity.
The result is that, notwithstanding the Reserve System's open market purchases and

* the consequent large increase in bank reserves, loans and investments of member
banks have been virtually stetionary for four months, and net demand deposits are
less today than at the end of Nay. In addition, some $4,000,000,000 of deposits
remain locked up in closed or unlicensed banks,

Not only has there been no expansion in the volume of short~term bank
credit, but the desired pressure of funds into longer uses in the capital goods
industricrs seems to be blocked by lack of confidence in the future position of
the dollar and uncertainty with respect to monetary poliecy in generaly and also
by the liabilities imposed by the Securities Act of 1933 and the Banking Act of
1933, The capital issues market remains completely stagnant; and coupled with
this fact is the faet that the recovery in business from March to August, though
unprecedented for extent in so short a period, revealed a serious lack of balance -
in the pronounced lagging of the capitel goods indystries, which are responsible
for over 60 per cent of present unemployment. It is worthy of special mention,
also, tmt during the recent recurrence of inflat jonary agitation the bond
market lost one-third of its advance since Marech. The bearing of a declining
bond market upon the concition of banks and upon the prospect for reviving the
capital goods industries through the long~time money market requires no elaboratione

In our judgment, these conditions indicate that the eifectiveness of
open market operations, in so far as banking and credit factors are concerned,

will depend in large measure upon the early adoption of & broader program,
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FEDERAL RESERVE SYSTEM 333%3-3 a-

(LEASED WIRE SERVICE)

16704 RECEIVED AT WASHINGTON, D. C.

27bmr ' Jﬁi
New York 1026a Qct 16 /73D
-~
Carpenter
Vashington
/=72~ 33
The sev=nteen copies of X-VﬁSﬁ‘received by us from the Board

on October 14 have been destroyedkin accordance with your

instructions

Case\

1041a

PRINTING OFVICK: 1583 16704

_ U. 8. GOVERNMENT
bigitized for FRASER
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FEDERAL RESERVE BANK OF CHICAGO
66‘7 ﬁ@uma_/x SAI_Lé.E STREET

o
Coh

October 16, 1933.

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

Dear Governor Black:

Our Executive Committee, at its meeting on Friday, October
13, 1983, adopted the following resolution:

"WHEREAS, on September 29, 1933, our Executive Committee
adopted certain resolutions setting forth our position in ref-
erence to open market operations, and we have now been informed
that it is the desire of the Federal Reserve Board that this
bank participate with all other Federal reserve banks in the
System purchases of Government securities;

"NOW, THEREFORE, BE IT RESOLVED, that this bank partici-
pate in the purchase of $35,000,000 for System account, made
during the week ending October 11, but that this participation
be limited to the percentage of allotment for this bank in
force prior to the action of the Open Market Committee on
April 22, 1933;

YBE IT FURTHER RESOLVED, that any further purchases in
which this bank may participate shall be limited to the per-
centage of allotment in force prior to the action of the Open
Market Committee April 22, 1933, and such participation will
only be accepted upon the written request of the Federal
Reserve Board in Washington to the Federal Reserve Bank of
Chicago."

Since this resolution was adopted your letter of the 14th y;
_instant has been received, and as we now have your request that we

participate in the System policy of purchases of Government securities,
which request we understand is concurred in by the entire Board, that
part of the resolution of our Executive Committee which stated: M™#ttguch
perticipation will only be accepted upon the written request of the Fed-
erel Reserve Board in Washington to the Federal Reserve Bank of Chicago"
has been complied with.

PR VLT
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FEDERAL RESERVE BANK OF CHICAGO ' -8~ M.  R. Black,

Digitized for FRASER

Gover...r, Federal Reserve Bd.,
Washington, D. C,

With regard to the other part of the resolution which limits
any further purchases in which this bank mgy participate to the percentage
of allotment in force prior to the action of the Open Market Committee
on April 22, 1933, this question was taken up at the meeting of the Fed-
eral Open Market Committee held in Washington last week and is now being
considered by the Chairman of the Open Market Committee with a view to
changing the present method of allotment.

We have participated in the purchase of $55,000,000 Government
securities for System account made during the week ended October 11, but
only to the extent of 128, which was the percentage of allotment for this
bank in force prior to the action of the Open Market Committee April
22, 1933,

I appreciate very much your letter and the friendly interest
you have shown in our situation regarding open market operations, and
assure you of our desire to co-operate.

The next meeting of our Board of Directors will be held at
11 o'clock on Friday, October 27, and we should be very much pleased
indeed to have you present at that meeting, as I am sure 1t would be
very helpful if our directors and officers had the opportunity te dis-
cuss with you System policies and other matters of mutual interest.
We are looking forward to seeing you at that time and we shall notify
the members of our Board that we expect you.

With kindest regards, I am

Youre sincerely,

C. R. Mcxay;;?(

X Deputy Gove .

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

(LEASED WIRE SERVICE)

259¢gb

16704

Stlouis 0ot 16 215p /733

RECEIVED AT WASHINGTON, D. C.

Carpenter

Weshn

received today and destroyed as requested, Copy for Governor received

in envelope addressed to Auditor novy, Shall it be delivered to

Governor 7

Stewart
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FEDERAL RESERVE BANK OF MINNEAPOLIS

NINTH DISTRICT /

@ o

OFFICE OF THE CHAIRMAN
AND FEDERAL RESERVE AGENT

J. N. PEYTON
CHAIRMAN AND FEDENAL RESERVE AGENT

CURTIS L. MOSHER
ASSISTANT FEDKRAL RESKRVE AGENT

F. M. BAILEY
ASSISTANT FEDERAL NESERVE AGENT October 15,

1333

Federal Reserve Board,
Washington, D. C.

Attn: S. R. Carpenter, Asst.Secretary
Gentlemens:
L4t 2 #Qy‘ejty-four extra copies of letter
x"'76,§.§.0 rived this morning, and as requested in your
telephone conversation Friday evening, October 13, I have

destroyed the twenty-four copies.

Trusting this meets with your desires, I am

Yours very truly,

F, M, Bailey
Asst,Federal Reserve Age

I~ ;
:

‘\j Nt &
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FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.

18—794
271gb
Dallas Oct 16 301p /933
Carpenter

Washn | ;K-?Q%;?;‘

In re our fmm phone conversation October 13th copies of 1etterq:\ 1942"

have been received and disposed of as regquested by you

Wal sh
426p
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333,33 -

FEDERAL RESERVE SYSTEM

ndes (LEASED WIRE SERVICE)
/223
16704 Cleveland oam o¢t 14 RECEIVED AT WASHINGTON, D. C.
’M
Carpenter
Washn y0-11=3F

& yed
Eight copies letter X-7636 received and destroye

Williams
932a

Eigitized for FRASER
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FEDERAL RESERVE SYSTEM 3 <3, 3=

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.

57y

Atlanta 1136a Yot 14 / 757

Carpenter
Washn
Refer telephone conversation yesterday have destroyéd ten copies
of Boards letter X-7636 dated O 5 )
Connifft
1240pm
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Cetehm 14, 1933

Dear Governar MeXey:

I recall that during the present week there was
a dissusesion here st the Governors' confersnocs as to Chicago's
furthar participation in dond purchases, that discussion
haring arizen over the recent resclution of your Ixecutive
Committes, copy of which you were kind enough to send me.

I had cccasion %0 discuss with yomu the question of
Chicago'a participation and auggestad to you that you should
endesvor to get ths Sovernore' acnference (o arrance some
pethod of pro rating dbonds to the Federal Reserve Danks wmhidh
would not put an undue dburden upon tha Chieago bank sad 1t
is my improesion thet you 4id discuss this situetion while
hore,

The entire Bourd has been very highly pleased that
ainos tho beginning of bond purcha:es starting in May all of
the ressrve banks have participated in these purcheses except
in one or two instanoss where & bank wes not able, by resson
of its reserw position, %0 participate, and this ocoperstion
of tho remservs banks {n the effort of the Iystem in this mattar
has been smtifying to all of us, The Board has expressed
iteell z mamber of timeas 88 being in acoord with the pelioy
adopted by the Systenm relative to open merket operetions and
with purchases mads in accord with thet policy. The zuecaas
of that policy depende uponm the united soopsration of reserve
banks and its success up to the present time has been dne to
that coopersticn. I would he very greatly disturbed if any
one of the denks deolinsd to parsicipete in the Systenm policy,
and I was therefore hopeful that you might succeed in reach-

ing & more equitable menney of dlstribution of Yands end the
shicegosbenk would reconsider the action of 1ts exsoutive com~

mitte® and participets with the other banks {n the policy.

At the eonference of Governors I stetsd et length
and in detell the ressons why I favorsd the present poliay.
Cthoy mowbars of the Beard, including ¥Mr, Saymegak, who 1is
chairmen of the Chicago & striot and who naturally has an inp-
terest in the Chloago bank, expressed thomsolves as similarly
hopetul thet the System policy would be adhered to by the

\ o X . )
Digiildltir ALl ar ! 0/"/ 8 it émtq. /%6/33
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banks and expressad thelir balief thet the System policy wes
right.

You are, of courss, at full liberty to show thia
letter to your directors as expressing my intersst, i, Szymczak's
interest and indee. the intsrest of the entire Board in this
mattexr and ms exprassing the hope that tis Chieapo bank will gzo
alonz with the other banks on & fzoir basis in furtherance of thia
Jysten policy.

I am recalling that I stated to you that [ would be
zled of an opportunity in the near future to mset with you and the
otler officers of your bank ani the directors, sc that 7 might know
them all better end might have an opportunity to dissuss System
policies with them and giwve thenm in full such informmation aa would
be helpful. I am still hoping that this opportunity may precent
itself at ths next meeting of your dirsctors.

With my warm regerds, I am

3inceraly yours,

Govarnor,.

¥r. C. Re MeXay, Deputy Governor,
Federal Reserve Bank,
Chicago, Illinois.

Digitized for FRASER
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Form No. 181

. FEDERAL RESERVE 32,4~ A
Office Correspondence == Date_October 14, 193.
To Files, ' Subject: v

From Mr. Carpenter.

sro 28485

At 11:05 a.m. Miss Miller, in the office of Mr. Case, Federal
Reserve Agent at New York, advised over the telephone that she had
received the 17 extra copies of X-7636 sent to the Federal Reserve

lto—r2—- 33
’ Agent at New York, and that they would be destroyed immediately.

Immediately following, Mr. Paddock at Boston advised me over

the telephone that he had received the 20 extra copies of X-7636

sent to that bank and that they would be destroyed immediately.

pigitized for FRASER
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Py NO-.131 FEDERAL RESERVE Vo E‘; R
Office Correspondence ~ ™ Date__October 14, 1933.
To Files, Subject:

From __. Mr. Carpenter.

éro 2~-8495

At 10:55 a.m. this morning Mr. Austin's secretary advised
me over the telephone that Mr. Austin was not at the office to-
day but that she personally had destroyed the 18 extra copies

of X~7636 sent to the Federal Reserve Agent at Philadelphia.
/9-12 23
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FEDERAL RESERVE BOARD

WASHINGTON

X=-7636

October 12, 1933,

ADDRESS OFFICIAL, CORRESPONDENCE TO
‘THE FEDERAL RESERVE BOARD

Dear Sir:

The Federal Reserve Board today transmitted to Mr. George L.
Herrison, a8 Chalrman of the Faderal Open Mﬁrkei Committee, & telegram
reading as follows:

| "The Federal Reserve Board has given careful consideration to
the resolution adopted at the‘meeting on Ogtober 10, 1935, of the fed-
eral Open Market Committee and has requested me to advise you that it
authorizes the Executive Csmmittee of the Federal Open Market Commit-
tee to proceed with the proposed purchases of United States Govern=
ment securities up to the extent of the unused portion of the age
gregate of $1,000,000,000 covered by the authority granted as set
forth in my wire to you of Mgy 12, 1933. In granting this authority,
the Board will expect to be kept informed currently by the Executive
Committes of its progrem of pureheses and as to any development in
the situation which may affect the application of the program. The
Board will have the whole matter of open market policy under constant
review and will advise the Committee of changes to be made in the
progrem in order. more fully to adjust it to the requirements of the

national situation."

S+ R« Garpenieér,
Assistant Secretary.

TO: CHAIRMEN OF ALL F. Re BANKS.
Digitized for FRASER

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



o~ or”

g — N

q,__. ’V—F I

e e Ml o

“ — 73/0{)“%&(/
—7/0750”#%0\/

Digitized for FRASER

Federal Reserve Bank of St. Louis



Reproduced from the Undlassified / Declassified Holdings of the National Archives

MRS . STEWART ‘// PERSONS ON THE DISTRIBUTION LIST
MISS WESTERGHEN
MR. MILLER

I

MR, NOELLv”
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FEDERAL RESERVE

Office Corresponden.ce ~ ** Date__foetober 14, 1955, |
Tdi nle\g\' . Subject:—_ ‘
From Mr. thg ?nter. i :'d ”f i St Ler

eFD 16—852

In accordance with the provisions of Section IV(d) of Regulation M,
on Open Market Operations, there was addressed to the Chairmen of all

Yoderal reserve banks on October 12, 1933 a letter marked x-'zsse, in

which was quoted the telegram addressed on the same date to Mr. Geo. L.
Harrison, Chairman of the Federal Open Market Committee, advising of the
action taken by the Board in connection with the resolution adopted by

the Committee at its meeting on October 10, 19331/ The letter was dis- ’

patched to all Chairmen, with a copy addressed to the Governor of each
Yederal reserve bank, on the evening of October 12, 1933,

The letter was mot marked confidential and the following morning,
October 13, 1933, the mall room, in accordance with the usual practice
of sending extra copies of all X-letters to the Federal reserve agents,
sent the usual number of extra copies of the letter to the Federal re-.
serve agent at each Federal reserve bank and the usual disposition of
the letter was made throughout the Board's offices., Upon learning of
this yesterday afternoon, I immediately requested that all copies of
the letter distri‘bufed throughout the offices of the Board be collected
and returned to me, and all copies of the letter in the mimeograph
room destroyed.

I also called the Federal reserve agent's office at each Federal
reserve bank on the telephone and got in touch with the Federal reserve
agent or some other available person. I talked to the following people

at the respective Yederal reserve banks:
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Yornm No. 131

W ' FLD[;’RB/\&.AIQE;SERVE
Office Corresponuei.ce Date Uctober 14, 183,
To_ Files, I - Subject:
Fromr Mr- C&I'penter. - 2 bad _

Bostom « « . . ¢« 4 ¢ ¢ . . » JMr. Paddock, Deputy Governor

New YOorE & o o ¢« o o« « o o « Mizs Burke, Secrectary to Mr. Case
Philsdelphia « « « « « . . . Mr. Davis, Assistant Cashier

Clevelande « « « « ¢« « o o . JMr. Williams, Federal Reserve Agernt
Richmond . « ¢ &« . . . . . . .Mr. Hoxton, FPederal Reserve Agert

Atlanta . . . . . . . . . . JMr. Conniff, Depuaty Governor

Chicego. « . . + « ¢« o« « . . JMr. Young, Ascistant Federzl Reserve Agent
St. Loudse. . . . . . . . . . JMr. Novy, Auditor

Minneapolis. . . . . . . . . .Mr. Balley, Assistant Federal Reserve Agent
Kansas City. « ¢« ¢« « « . « . .Mr. McClure, Federal Reserve Agent :
Dallas. . . . .. . . « . . Mr. Walsh, Pederal Rezerve Agent
San Francisco. . . . « . . . New Newton, Federal Reserve Agent

I advised each of the persons with whom I talked, of the dispatch of the
letter on the evening of October 12, 1933, to the Chairman of the bank and
stated that the usual nurber of extra copies, which had gone out of this
office on the morming of October 12, 1933, tc¢ the Federsl reserve agent had
teen sent in a brown envelope addresg "Federal Reserve Agernt® and that bve-
cause of the confidential nature of the letter, the extra copies never should

have been sent, but had been forwarded in error. ~ TR T wem———t——

aemEsmer; I requested theat the mail room of the bank be instructed, upon re-
ceipt of the emvelope contairing the extra copies (in the cease of Richmond
there were two envelopes, one conteining 1C copies and addressed to Mr.
Hoxton and the other containing 25 copies addressed "Federal Reserve Agent)
to turn it over to the Federal reserve agent and that he immediately destroy
all of the copies contsined in the envelope and advise me by telephone, in
the case of the Federal Regserve Banks of Boston, New York and Philadelphia,
and in the co=se of the other banks, by leased wire, that the copies had been
destroyed. Each of the persons with whom I talked assured me that the matter
would be handled as requested.

This morning Mr. Fry of Richmond called me on the telephone and stated

that the two lots of 10 and 25 copies of the letter received at his bank had

beer destrcyed in accordance with ry request.
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333.3—a
FEDERAL RESERVE BOARD

WASHINGTON X=-7636

ADDRESS OFFICIAL CORRESPONDENCE TO Qctober 12, 1533.
THE FEDERAL RESERVE BOARD

Dear Sir: C/ded_

The Federal Reserve Board today transmitted to Mr. George L.
Horrison, as Chairmesn of the Féderal Open Market Committee, a telegram
reading as follows:

"The Federal Reserve Board has given careful consideration to
the resolution adopted at the meeting on October 10, 1933, of the Fed-
eral Open Market Committee and has requested me to advise you that it
authorizes the ﬁxecutive Committee of the Federal Open Market Commit-
tee to proceed.with the proposed purchases of United States Govern=
ment securities up to the extent of the unused portion of the ag-
gregate of $1,000,000,000 covered by the authority granted as set

forth in my wire to you of May 12, 1933.\ In granting this authority,

the Board will expect to be kept informed currently by the Executive
Committee of its progrem of purchases and aé to any development in
the situation which may affect the application of the program. The
Board will have the whole matter of open market policy under constant
review and will advise the Committee of changes to be made in.the
program in order more fully to adjust it to the requirements of the

national situation.”

yours,

f,m«:u s

S. R. arpenﬁér,
Assistant Secretary.

T0: CHAIRMEN OF ALL F. R, BANKS.
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FEDERAL RESERVE BOARD
WASHINGTON , % 7636

HoonEes ST ConEmODECs To octover / L1933
Dear Ssirs
The Federal Reserve Board today tramsmitted to Mr. George/é.' Harrison, as
Chatrzan of the Federal Open Market Committee, a telegram reading as follows:
"The Yederal Reserve Board has given careful consideration to the
resolution adopted at the meeting on October 10, 1933, of the Federal
Open Market Committee and has requested me to advise you that it .
sutborizes the Executive Committee of the Federal Open Market Come
mittee to proceed with the proposed purchases cf United States
Goverzment securities up to the extent of the wmmsed portion of the
agegregate of $1,000,000,000 covered by the authoﬁty granted as set
forth in my wire to you of May 12, 1933. In granting this authority,
the Board will expect to be kept informed curremtly by the Executive
Committes of its program of purchases and as to any development in
the situation which may affect the application of the program. The
Board will have the whole matter of open market policy under constant
rsvicy and will advise the Committee of changes to be made in the
program in order more fully to adjust it to the requirements of the
national situwation.®

Very $ruly yours,

S. R. Carpenter,
Assistant Secretary.

CHAIRMEN OF ALL ¥. R. BANKS.
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@gi TELEGRAM
V- —r 333.
i ) FEDERAL RESERVE BOARD
3 W WASHINGTON
-4 %\ .
/i ;\B& October 12, 1933.
HARRISOF - HEY YORK , ;4‘#

Digitized for FRASER

| The Pederal Reserve Board has given carsful consideration
to the resclution sdopted at the meeting on Octodar w;gg,wzts‘g;f;»};ox the
Federal Open Harket Committee and has raqmt;; ;;0towadviu you that
it authorizes the Bxecutive Comaittee of the Federal Open Market Com-
mittes to proceed with the propessd purchases of United States Govern-
ment seguritiss uwp to the extent of the umused portion of the aggregate
of $1,000,000,000 covered by the amthority granted as set forth in wy
wire to you of Nay 12, 1333. In granting this sathority, the Joard
will expect to de kept informed currently by the EKxecutive Comsittes
of its prograx of purchases and as to any dw;elw:h the situation
which nay affect the application of the program. The Board will have
the whole matter of opem market policy under constant review and will
advise the Committes of changes to be made in the program ia order mere
fally to aldjust it to the requirasents of the national situation.’

CM/rr
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In thair participation in the extensive open narket progrom wvhich the

Regerve Systen has conlucted for = mmber of rwnths past, the PYederal Tssorve
banles have been actusted by their desire to contributa to the fullest axtent
within their nower to the national recovery effort. In furtheranse of that
desire, anl ns a resilt of our observation of the open marize$ operation, we
helieve that we nay renler 2 helnful service hy recorniing our jresent views,

The Systen's holdins of goverment secwrities now mmount to the un~
precedented mwm of $2,2M,000,000, more than ten peraent of the Federnl debt.
Txcess reserves of member banks sre now nesrly 3607,000,500, mecber ben: ine
dedteiness to the Teserve danizs has beon reduced to the snalleet fimwmre since
Aamet, 1917, el short-tine noney rates have deen forced Jomn to $the lowest
levsl in our 'dastory. “hen to these fasts it is aldded that the volme of cure
rency outastaniin: &8 35,5925,000,000, far in exnessz of that owdstanding in 1929,
and that banz reserves are greater than at any previous tims in aur higtory, it
world sesr: thnt our monetary prodlem today is not 30 rmach one of sorrectin: a
deficiency in the supuly of basic money, whether by Federsl Reserve credit oy
by movernment currency, as of achieving sn effective use mnd Sturmover of the
alroady axisting sup-ly.

Omen market oporations, as s neans of stimilating business recovary, are
ormiinarily desimmed to force bankdin funis, firat, into ths short-tiae wwoney
nariet, snd subsequently, us ghort-time rates are lowersd, into the interasdisate

and lonoetine eavital mariets. In the present instance, it aneris clear that
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neither of these nmajor yurposes is yet ascomplished.

Ag to shortetern gredit, thore are still rrave obstacles both for bYorvovers
and for lenlara. !awy bdusinesa concarng, whose worth hos heen diminished by the
unprecedented storinkage in values and hy seversl years of unprofitable operstion,
have bean atther wmable or afvald to draw wyon the available oredit supply. At
the sam tine many of the banize, partly by resson of their former unfortunate
sxperienges snd partly by resson of ney uncertainting incident to the inawraros
tion of the devosit insuwrance and ather feat:aws of the Nandng Act of 1343, have
Talt it neceesary to puorous & policy of extroase liquiddty. e remult is that,
notrithatmniing the hoearve Systen's open maricet jnrechages an! the consequent
large incresse in ban: reserves, losns and investnents of nwiber banics have hHeen
virtuslly stationary for four uontha, anl net deannd devosits are less tolay
than at the end of 'y, In addition, some $4,000,000,000 of deposits reualn
locked up in closed or unlicensed banks.

liot only has there been no expansion in the voluwie of shorteter: hanl: credit,
but the desireld resmire of £ mds inbo longer uses in the oardtal soods inlugtries
seoms to be hlodice! by lagk of confidonse in the futre vosition of the Jollar
and mcertainty with respect to aonetary wlloy dn ponersl, and alge by the liae
bilities drymesd by the Jecurities Act of 1033 and the Nanitins Act of 1335. The
capital Lissws rwriet reacing oompletely stamant; and coupled 7ith this {s the
further fact that the recovary in bhusiness from ‘larch to Ayawt, thfforvh wuprecsd-
ented for extent in so ahort o period, revealed a sericus lack of bdelanoe in the
proncunced lagmngs of the capital goods intustrien, vhich are responsible for
over GO mer oant of present wnemployment. It is worthy of gpeoinl =wntion, nleo,
that * wing the recent resuorrense of inflationary agitation tha Yon narket
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lont one=tiidr! of itg alvonce sinoe ‘larch, The bearding of 2 daclinin: bond mar-
ket ‘on ths condition of baxics an' upon the progrect for reviving: the caydtal
goods indawtrles thryyh the long=time ey merket regdrens no elaboration,
In our Julgeent, thege conditions indloate that the offectivensas ol oven
narioet ocerations, in so for ns haodn aod eredit factors are concorma’, will
| depend in large meagare apon the sarly a’stlon of o broadar progran, Jeziy med
to stremvrthen confidomye anl to anocoursse the flaw of crellt, both short-tine

an’ lona=time, ints wses which maoe for a well-balanged an! endwrins recovery.
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g It was voted that, subject to the approval of
the Federal Reserve Board, the authority granted to the
Executive Committee at the meeting of the Open Market Con-
ference on April 22, 1933, to purchase up to $1,000,000,000

of government securities be continued and reaffirmed for

the unused portion of the eamthority.

Peased Tusaday evening, October 10th, and reported

orally to Governor Black October llth A. M.

MEETING
0CT 121933

s
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‘rﬁmﬁo. 181 . 65 % '
" Office Corresponces.ce ™ 58" '
| TTr1ce orrespoanl.xve Date__uctober 9, 1933
To___ Governor Black \ Subject: '
From_

a .ﬁ‘iiﬁg :}f*dtr
W o

WV ero  16—852

In accordance with your request I attach a table which shows

for 1932 and 1933 purchases of United States Government securities

——

for system account from week to week and cumulative from the begin-

ISR

ning of the year. Last year the Federal reserve banks purchased for
system account $1,073,000,000 of securities while this year they
have purchased up to October 1 $462,000,000. In January of this year
the banks sold $91,000,000 of securities, so that if we consider only
the period of pﬁrchases beginning in March, the total up to October 1
was $553,000,000.

I also attach a table showing the distribution of the Federal re-
serve banks'! holdings of securities by maturities. The table shows
that a third of all the securities held have a maturity of 6 months or
less; and that an insignificant amount of the total have maturities of

more than 5 years.
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Chonges in Holdiny, ¢  1ited Stabes Government Se. i
in Special System Investment Account
(Figures in millions of dollers)

Change from week Cumulative change from
to week first of year
Jonth _ Vednesday | 1952 1933 1932 { 1933
January 1lst - - - -
2nd - -36 - =38
Srd - =30 - -66
4th - ~15 - -81
February 1st - - - =31
Znd - +20 - =61
Srd - +25 - =36
4th - +25 - -11
liareh 1st +20 - +20 -11
ind +25 - +45 -11
3rd +25 - +70 -11
4th +24 - +94 -11
5th +25 - +119 =11
April 1st +26 - +145 ~-11
2nd +100 - +245 -11
3rd +93 - +338 -11
4th +113 - +451 -11
Moy 1st +99 - +550 -11
2nd +98 - +648 -11
Srd +82 - +730 -1
4th +58 +25 +788 +14
5th +50 +28 +838 +42
June 1st +70 +22 +208 +64
Znd +46 +21 +954 +85
3rd +39 +22 +993 +107
4th - +21 +993 +128
July 1st +30 +20 +1,023 +148
2nd +20 +12 +1,043 +160
3rd +15 +10 +1,058 +170
4th +5 +10 +1,063 +180
August 1st +5 +10 +1,068 +190
Znd +5 +18 +1,073 +208
3rd - +2 +1,073 +210
4th - +35 +1,073 +245
5th - +36 +1,073 +281
September 1st - +38 +1,073 +319
2nd - +36 +1,073 +355
3rd - +36 +1,073 +391
4th - +36 +1,073 +427
October 1st - +35 +1,073 +462

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




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

.

DISTRIBUTION BY MATJRITIES OF FEDERAL RESERVE
BANK HOLDINGS OF UNITED STATES GOVERNMENT
SECURITIES - OCTORER 4, 1933

Amount Percentages
l‘ln millions By
|_of dollars) | maturities Cumilative
90 days or less 534 23 23
91 days to 6 months 205 9 32
Over six months -
Maturing in: 1934 430 19 51
1935 184 8 59
1936 309 13 72
1937 147 6 78
1938 411 18 9%
1943 20 1 97
1947 or
later 68 3 100
TOTAL 2,309 100
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| |
FEDERAL RESERVE BANK OF clecAﬁca 033 |
|

230 SOUTH LA SALLE STREET f
|
et

PRI R W

" October 4, 1933 :

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

Dear Governor Blacks

At the meeting of our Executive Commlttee last Friday,
September 29, following a discussion of the open market policy of the
Federal Reserve System, the following resolutions were passed unanimouslys

"WHEREAS, open market purchases of Government
securities for System account have resulted in increasing the
excess reserves of member banks of the System by over $700,000,000
and these excess reserves are well distributed among the twelve
Federal reserve districts, thereby creating easy money conditions
in all of these districts; and

WHEREAS, from the standpoint of the credit and banking
situation of the country there now appears to be no need for fur-
ther purchases of Government securities; and

WHEREAS, the Federal reserve banks should maintain a
strong position, particularly in these times, for the purpose of
meeting any demands for credit or currency that may be made upon
them during the period of readjustment of the banking system and
to enable them to fully exercise their functions of rediscounting
pepet for theiymember banks for commercial, agricultural, and in-
dustrial purposes as originally provided for in the Federal Reserve
Act;

RESOLVED, that the participation of this bank from time
to time in the present policy of purchasedof Government securities
is solely for the purpose of aiding the Government's recovery pro-
gram, and should only be exercised when and as requested under the
provisions of Section 43(a) of the Emergency Farm Mortgage Act of
19583,"

LT b 1 #/33

ederal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK OF CHICAGO

Hon. E. R. Black - #2 October 4, 1933

"WHEREAS, at the meeting of the Open Market Com-
mittee on April 22, 1933, it was deemed advisable to reallocate
the percentages of participation by the different banks in the
System purchasesof Government securities to meet conditions ex-
isting at that time, and on account of the wide variance in the
reserve percentages of the various banks then current; and

WHEREAS, it is our belief that such conditions do not
prevail at this time, and that the relationship of the reserve
percentages of the various banks is now on a reasonable basisj;

NOW, THEREFORE, BE IT RESOLVED, that the percentage of
this bank!s participation in purchases of Government securities
for System account is inequitable, and that the percentages of
allotments to the various banks should now revert to those in
force prior to the action of the Open Market Committee April 22,
1933,"

At the request of our Executive Committee the above copies of
these resolutions are submitted for your information and consideration.

Very truly yours,

Ce- Re McKgy, a:;j////
Deputy Governogh

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

D7~
230 SOUTH LASALLE STREET S lL 1\ I933

e ‘w».y, & \—5‘4(_./ f

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

Dear Governor Black:

When you were here last week, I discussed with you
briefly the question of the percentages oﬁ(allotment in the participa-
tion by the Federal reserve banks of purcHases of Government securities
by thejFederal Open Market Committee, and you suggested that I address
a lettér to you on the subject.

Under the present method of allotment, the percentages
of participation by each Federal reserve bank are based upon their reserve
position, on the excess of thelr reserves over 55%. If a bank has 55% or
less reserve, it does not have to participate.

The reserve position of some of the banks is affected largely
by the amount of their circulation outstanding end in the case of this bank it
happens that our circulation as of September 6, including Federal reserve bank
notes, is about $783,000,000, while that of New York is only $702,000,000.
While their member bank reserve account is $1,016,000,000, ours is only about
$436,000,000. The total resources of the Federal Reserve Bank of New York are
about $2,013,000,000, while the resources of the Chicago bank are only
$1,377,000,000, Under the present method of allotment, the Chicago bank's per-
centage of participation in the System purchases is 36%, whereas the New York
bank's percentage is only 15-1/4%.

We feel that consideration should be given to the outstanding
circulation of all of the Federal reserve banks in determining the percentages
of allotment of purchases for System account, and that the allotments as calou-
lated by the present method of computation should be adjusted up or down accord-
ing as the ratio of Federal reserve notes and Federal reserve bank notes out-
standing for each bank to their member bank deposits is less or more than the
averagefor the System., With this in mind, we have prepared a tabulation based
on the statement of September 6 showing the ratio of outstanding circulation for
each bank to its member bank reserve accounts; the ratio for the System; the
ratio in which each bank varies from the System average; the present percentages
of allotment and the proposed allotments as adjusted by the circulation factor.
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FEDERAL RESERVE BANK OF CHICAGO

"‘2— SﬁL R ] 12’ 19550

Honorable Eugene R. Black.

This tabulation, which is enclosed, shows in Column #1 the
ratio of Federal reserve notes and Federal reserve bank notes outstand-
ing to member bank reserve accounts for each bank and for the System;
Column #2 shows the relationship of the System average to each bank's
ratio and is obtained by dividing the System retio, that is, in this
case, 1l.289, by the individual bank ratios in Column #l. Column #3 is
the present percentage of participation based on excess reserves as
furnished us by the Federal Reserve Bank of New York. Column #4 repre-
sents the latter percentages adjusted by the circulation factor by
multiplying by the figures in Column #2. Column #5 are the same
figures reduced to percentages by dividing each one by the total, and
Column #6 represents the same figures adjusted to the nearest 1/4 of 1%.

It will be noted that only three banks under this plan would
have an increased percentage of allotment, namely, New York, Kansas City
and Dallas and that all of the other Federal reserve banks would have
reduced allotments. Any reduction in the reserve percentage of the New
York bank or of any other bank caused by the proposed increase in their
allotment could be offset by the issue of Federal reserve bank notes in
place of Federal reserve notes.

The gquestion of the percentages of allotment of System
purchases was discussed at the meeting of our executive committee last
Friday and it was suggested that the matter be taken up with the members
of the open market committee. I am presenting this proposed plan of
allotment to the members of the executive committee of the Federal
Open Market Committee.

I have submitted this proposed plan of allotment in detail
so that you will be fully informed in the matter, and shall be glad to
have anmy comments or suggestions you may have to make.

Very truly yours,

<
J- MM*”J
enc. C. R. McKay,
Deputy GoverngQy.
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Boston

New York
Philadelphia
Clevelend
Richmond
Atlanta
Chicego

St. Louis
Minneapolis
Kensas City
Dallas

Sen Francisco

System

gitized for FRASER
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STATEMENL sEPTEMBER 6, 1933

(1) (2)
1,575 .82

+691 1.87
1.912 o67
2.171 +59
1,942 «66
2.172 o59
14796 72
14865 69
14827 o70
1,065 1,21

o714 1.81
14473 +88
1.289

(3) (4)
1 % 9.02
15% 28,52
4% 3.18
6% 3.69
5 3630
< 2.21
36 25492
4 2076
1% 1.23
43 5645
2/ 1.36
7 6416
100 92480

(5) (6)
<0971 <0957
<3073 <305
<0342 003%
0397 004
«0355 033
.0238 +02%
e2793 028
«0297 03
.0132 «01%
»0587 <065
+0146 <013
20863  _.063
09994 100

Proposed percentages of allotment of purchases of
Government securities for System account.

Prepared by Federal Reserve Bank of Chicago

September 12, 1933
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August 31, 1933

KEr, John U. Calkins, Govemnar,
Foderal Reserve Bank of San Frencisoo,
Sen Freansisco, Californis.

Dear Mr, Calkins:

- Dr. Burgess has been kind enough ¢, .7 % Liflew
to send mo gdopy of your letter of August £0th 2/2 944
Boverncr Harrison, (haimman of the Open MHark
Camdttse, rolative to fusure purchamss of govern
mmis by ths Systeanm,

I hoave read your letter W th a great
deal of interss$ and beg to advise that I am largely
in line with the expressions in your letter., I em
espacially appracfiative of your attitude at this time
as expressed in your lettor,

With my weam regards, I am ? r
¢ 3

N ¢ 3
Sinceraly yours, i}.ﬁ J
P

4
b

%

E COPY




JNO. U. CALKINS, GOVERNCR

. PRI
I

August 28,_;233;;

ap vy

A

Mr. Bugene R. Black,

Governor, Federal Reserve Board
Washington, D. C.

My dear Governor Blacks:

For your information, I enclose here-
with copy of letter written to Governor Harrison,

which I think expresses my views in part.

Yours very truly,

Enclosure
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August 25, 1933

Mr. George L. Harrison,

Chairman, Federal Open Market Committee,
Federal Reserve Bank of New York,

New York City.

My dear Governor Harrison:

By the way of obiter dictum, I offer the followings:

I am of the opinion that open market purchases for
the past week might better have been $50,000,000, instead of
$35,000,000, and that purchases for the next and several suc-
ceeding periods should be in considerable amounts, 5ay
$50,000,000, or even $100,000,000, per week.

As you recall, I was consistently, and persistently,
of the opinion that putting more money into a market already
gorged when nothing else was being done was a futile process,
and I think that the correctness of that view was amply con-
firmed. It is, however, one thing to try to create an effect
by such means in the absence of any other effort and quite
another thing to add that pressure to other efforts put forth
for the same purpose.

An effort is now being made to create purchasing
power, raise prices, increase employment, and revive courage,
end, with those things under way, it is my view that the
Federal Reserve System should do its full part, even at the

risk of subsequently having to realize that its efforts were
ineffective. In other words, we are not in a position to see

the best course and follow it, but probably are in a position
to elect one of several traditionally unorthodox expedients.

Yours very truly,
(signed) Jno. U. Calkins

Governor
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O f fo C FEDERAL RESERVE
1C€ Lorresponuel..e Date_ August 25, 1933.
To____ Mr. Morrill Subject: < 3 S . = A~
Fro r .

ePO 16—852
Zbﬁz:/

The attached tabulation of maturities of Government securities
held by Federal reserve dbanks in the open market account shows that the
prineipal shift of maturities since Jamary 27, 1933, has been from ma-
turities within eighteen months to maturities over two years. The accom-
panying letter dated August 24 from Mr. Burgess shows that approximately
28% of the $35,000,000 of securities purchased during the week ending
August 23 were of maturities over three years and $5,380,000 of purchases
in the market to replaece the $17,500,000 of Treasury bills dua Avugust 23,
1933, were maturities in excess of three years,

4t the meeting of the Executive Committee of the Board on May 1,
1933, Governor Meyer called attention of the other members to the changes
which were being effected in the maturities of system holdings of Govern-
ment securities and after a discussion of the resolution adopted by the
Open Market Policy Conference on April 22, 1933, providing for shifting
pf maturities, he suggested that the Board might consider a poliey of
Aiatributing the maturities so that securities with maturities not in ex-
cess of eighteen months would amount to at least E0% of the total, maturi-
ties between eighteon months and two years would not exceed 25% of the
total and maturities between two and three years would not total more
than 256, Action on the matter was deferred pending the attendance of

the Chairman of the Board at a meeting. At the meeting of the Executive
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ore 16852
(2)

Commi ttee on May 6, Governor Meyer stated that he had talked with Deputy
Governor Burgess over the telephone and that the latter had advised that
in replacing maturities in the open market investment account, arrangements
were being made to keep 50% or more of the securities in maturities within
eighteen months, and that the Executive Committee of the Open Market Policy
Conference did not have at that time a program for further shifting of ma-
turities,

No further consideration has been given at a meeting of the Board

to the resolution of the Open Merket Policy Conference referred to above.
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Maturities of Govermment Securities held by Federal Reserve Banks

in Open Market Account

Within Within Within Over

18 months 2 years 3 years 3 years Total
Distribution of Maturities held in Account on:
Jan.27,1933 $1,002,724,500 $117,952,000 $82,627,000 $355,496,000 $1,558,799,500
% of total 64% &% 5% 25% 1004
Apr. 7,1933 $1,090,536,000 ——————— $90,477,000  $448,386,500 1,629,399,500
% of total 67% 6% 27%% 100%
Apr.28,1933 $1,042,826,500 @ ~-—m——m $91,277,000 $495,296,000 $1,629,399,500
% of total 64% & 30% 100%
May 5, 1933 $ 957,989,000 @ —-ee--e- $166,614,500 $504,796,000 $1,629,399,500
% of total 59% 10% 31% 100%
Ang.4, 1933 $1,050,389,000 ¢ 93,077,000 $160,079,500 $526,804,000 $1,830,349,500
% of total 57%% 5% % 29% 100%
Ang.11,1933 $1,054,969,000 $ 93,077,000 $164,749,500 $527,554,000 $1,840,349,500
% of total 57% 5 9% 29% 100%
Aug.18,1933 $ 987,064,000 $160,702,000 $161,829,500 $540,754,000 $1,850,349,500
% of total 52% o% % 30% 100%
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Resoclution

It is the sense of the conference that while, as a
general principle, the average maturity of Govermment se-
curities held in the system accownt should be kept as short
as possible, nevertheless, in the present emergency, and
especially in view of the need of full cooperation with the
Treasury in meeting its fiscal problems, the executive com=-
mlittee should be authorized from time to time to shift ma-
turities in the syestem account as conditions in the market
or requirements of the Treasury appear to maks that advisable,
Furthermere, it is understood thet in replecing maturities in
the system account, the exscutive committee will use its dige
cretion in the light of existing eonditions and this resolution

in selecting replacements.

(Unanimous)

ederal Reserve Bank of St. Louis
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Excerpt from the Minutes of the lieeting of the Exec-
utive Committee of the Federel Reserve Board, held
May 1, 1933
Governor Meyer then called to the attention of the other members
the changes which are being effected in the maturities of System holdings

of CGovermment securities, and there was further discussion of the resolution

adopted by the Upen larket Poliey Conference at its meeting on April 22,

1933, »roviding for the shifting of maturities. The discussion brought out
the view that it is desirable that the System account be maintained in such
position with respect to maturities that a change in System policy could be
made without too great difficulty, and that such a difficulty might be
created by having in the account a large proportion of securities of rela-
tively long maturities. Governor leyer suggested that the Board might
consider a policy of distributing the rmaturities so that securities with
maturities not in excess of eighteen months would smount to et least 50%

of the total, maturities between eighteen months and two years would not ex=-
ceed 255 of the total, and maturities btetween two and three years would not

total rore than 25%. At the conclusion of the discussion, the suggestion

was made that, as the Chairmen of the Board, who is stiil confined to his
home by illness but is much improved, may be at the office within the next
day or two, the matter be deferred until he can be present.

Accordingly, action was deferred pending con-

sideration of the matter at a meeting at which the
Chairman of the Board is in attendance.
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Excerpt from the Minutes of the Meeting of the lixec-
utive Committee of the Federal Reserve Board, held
Hay 6, 1933

Governor lleyer stated tiiat he had talked with Deputy CGovernor

Burgess of the Federal Reserve Bank of New York over the telephone and

that the latter had advised that, in replacing maturities in the open

market investment account, arrangements are being made to keep 50% or

rore of the securities in maturities within eighteen months, and that the

executive cormittee of the Open ilarket Policy Conference, at the present

time, does not have a program for further shifting of maturities.
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FEDERAL RESERVE BOARD X-7527

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO -
THE FEDERAL RESERVE BOARD JUly 29 1933 ¢

SUBJECT: Regulations regarding (1) Open Market
Operations and (2) Relations with For-
eign Banks and Bankers.

Dear Sir: ‘

The PFederal Reserve Board has given careful con~
sideration to the recommendations submitted to it by the
Federal Qpen Market Committee during its meetings in Washington
on July 20 and 21, 1933, and to the suggestions which have
been received from the various Federal reserve agents, in
regard to the tentative drafts of regulations governing open
market operations and relations with foreign banks and bankers
which were sent to all Federal Reserve Agents in the Board's 3 ) ‘ASWZ, o~

letter of July )ﬂf 1933 (X—7498)/These regulations have /V? ¥ f\/

been revised in the light of such recommendations and sug-
gestions; and at a meeting of the Board on July 28, 1933, were
adopted for issuance on August 10, 1933. They are to be pub—
lished in the August Bulletin and also printed in separate
pamphlets.

A mimeographed copy of each of these regulations

is inclosed herewith.
Very truly yours,

C’f’tlﬁ /iﬂ;ﬁ({ 'y - m N Chester Morrill,

Inclosures. * Secretary.

TO THE CHAIRMEN AXD GOVERNORS OF ALL F. R. BANKS.
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(Adopted by the Federal Reserve Board July 28, 1933,
to be issued August 10, 1933.)

REGULATION M, SERIES OF 1933,

OPEN MARKET OPERATIONS.
SECTION I.

Pursuant to the asuthority conferred upon it by Section 12A of the
Federal Reserve Aot, as smended, and by other provisions of the Federal
Reserve Act, the Federal Reserve Board presoribes the following regule~
tions governing the procedure to be followed ordinarily in the conduct

of open market operations of the Federal rescorve banksy

R

The speocific mention in this regulation of any power or guthority
of the Fedoral Reserve Board or of the Federal resorve banks, or the
failurc to mention spooifically any such power or authority, shall not be
construed as an interpretation of the law as to the existence, extent, or
absence of such power or authority; and the Federal Reserve Board express-
ly reserves the right to alter, amend, or repeal this regulation in whole

or in part at any time.

SECTION II. DEFINITIONS.

(2) Govermment securities. = The term "Govermment securities" shall

inoclude bonds, notes, certificates of indebtodness and Treasury bills of
the United States.

(b) Obligations. = The torm "obligations" shall includc all bankers!'
acoeptances, bills of oxchange, cable transfers, bonds, notes, warrants,
debontures, and other obligations, including Govermmont securities, which

Foderal reserve banks arc suthorizad by law to purehasc in the opon market.
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(c) System account. -~ The term "system account" applies to

Govermment securities held for two or more participating Federal re-
serve banks under the coantrol of the Execcutive Cormittee.

(d) Executive Cormmittee. - The term "Executive Committee" shall

mean the Executive Committee of the Federal Open Market Cormittee.
SECTION III. GENERAL PRINCIPLES.
The time, character and volume of all purchases and sales in
the open market by Federal reserve banks shall be governed with a view to
accommodating commerce and business and with regard to their bearing upon
the general credit situation of the country.
SECTION IV. FEDERAL OPEN MARKET COMMITTER.

(2) Organization. - The Federal Open Market Committee created

by Section 12A of the Federal Reserve Act, as amended by the Banking Act
of 1933, consists of one member from cach Federal Reserve District se-~
lected annually by the board of directors of the Federzl reserve bank.of
such Federal Regserve District. The Committee shall select its own chair-
man, vice chalrman, and secretary.

(b) Meetings. - The Committee shall meet in Washington, D. C.
at leagt four times cach year and oftener if decemed necessary. Meetings
shall be held upon the call of the Governor of the Federal Reserve Board
or at the requést of any three members of the Cormittee and, in the
discretion of the Board, may be attended by the members of the Board.
The Committee shall keep minutes of all its meetings and furnish copies
thereof to the Federal Reserve Board and to each Federal reserve bank.

(¢) Functions. - It shall be the duty of the Committes to

tized for FRASER
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consider the needs of cormerce and business, the general credit situstion
of the country and such other mattcrs as may be called to its attention
by the Federal Reserve Board or by any member of the Committee and to
formulate and submit to the Federal Reserve Board for its action recom-
mendations in writing concerning the open market policy of the Federal
Regserve Systen.

(d) Open Market Policy. - Any open market policy recommended by

the Federal Open Market Committee shall be considered by the Federal Re-
serve Board and shall be effective only when and to the extent approved
by the Board. Any such policy shall be subject to reconsideration at any
time after it has become effective and before it has been fully executed;
and a meeting of the Federal Open Market Cormittce shall be called for
that purpose whenever requested by the Federal Reserve Board or by any
three members of the Committee. The Board reserves the right to modify
or revoke its approval after the Committee shall have had a reasonable
opportunity to reconsider any such policy and submit further recommenda~
tions to the Federal Reserve Board. The Federal Reserve Board will notify
each Federal reserve bank and the Chairman of the Federal Open Market
Cormittee of all decisions respecting any such policy.

(e) Participation by Federal Reserve Banks. - If any Federal

reserve bank shall decide not to participate in open market operations
recormended by the Federal Open Market Cormittee and approved by the
Pederal Reserve Board, it shall file written notice of its decision
with the Chairman of the Cormittee within thirty deays after notification

by the Federal Reserve Boarc of its action respecting such recommendation
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and shall transmit a copy of such notice to the Federal Reserve Board.
Any Federal reserve bank which shall fail within the time prescribed to
file such notice of its decision not to participate in such open market
operations shall be deemed to have agreed to participate in the same and
will be expected to cooperate fully in carrying out the policy so de-

cided upon.

() Undertaking to Sell Securities Purchased. ~ Whenever the

Federal Reserve Board has approved an open market policy involving the
purchase of Govermment securities for System account, all banks parti-
cipating therein shall be deemed to have agreed to the sale of any part
or all of the Government securities so purchased or of an equivalent
amount of other Government securities held for System account, whenevef
such sale shall be recommended by the Federal Open Market Committee and
approved by the Federal Reserve Board.

SECTION V. EXECUTIVE COMMITTEE.

(a) Organigzation. - The Federal Open Market Cormittee, at its

first meeting in each calendar year, shall select from its own member-
ship an Executive Committee consisting of five members and shall appoint
the Chairman thereof. The Executive Committee shall keep minutes of all
its meetings and furnish copies thereof to the Federal Reserve Board and
to each Federal reserve bank.

(b) Functions. - It shall be the duty of the Executive Committee:

(1) To execute purchases and sales of Govermment se-

curities and other obligations in the open market in accordance with open
nmarket policies approved by the Federal Reserve Board;

(2) To allocate among all participating Federal reserve
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banks the aggregate amount of Government securities and other obligations
held for their account and to adjust such allocation from time to time to
neet the changing needs of the respective Federal reserve banks. Such allo-
cations shall be made with the view primarily of (2) enabling each Federal
reserve bank to maintain a suitable reserve position, and (b) equalizing as
far as practicable the net earning position of the Federal reserve banks.
(3) To keep the Federal Reserve Board and each Federal
reserve bank informed of all transactions executed by the Cormittee and
of all allocations and reallocations of Govermment securities and other

obligations held for participating banks; and

(4) To perform such other functions and duties in connec- -
tion with open market policies approved from time to time by the Federal
Reserve Board as may be assigned to it from time to time by the Federal
Open Market Cormittee with the approval of the Federal Reserve Board.

SECTION VI. ©PURCHASES AND SALES OF GOVERNMENT SECURITIES.

No Federal reserve bank shall purchase or sell Govermment secu-
rities except in accordance with'an opexn nmarket policy approved by the
Federal Reserve Board and in cffect at the time, except that:

(1) In an emergency, any Federal reserve bank may purchase
Government securities when necessary to afford relief in a situation in-
volving specific banking institutions in its district; and

(8) After obtaining the consent of the Federal Reserve

Board, any Federal reserve bank may purchase or sell Government seou-~

rities for other specific purposes, for its own account.
All purchases and sales of Govermaent seéurities by any Federal
reserve bank for its own account shall be reported promptly to the Fed-

eral Reserve Board and to the Chairman of the Executive Cormittee; and
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the Executive Coumittee may make such compensatory purchases or sales
for the System account and such reallocations of the obligations in the
Systen account as may be appropriate in the light of purchases and sales
rnade for their own account by individual Federal reserve banks,

The Board reserves the right, in its discretion, to require the
sale of any Govermment securities purchased by an individual Federal re-
serve bank under the authority of this section.

Any Pederal reserve bank may purchase United States temporary
certificates of indebtedness for the acconiwdation of the Treasury of
the United States in amounts requested by the Treasury and may sell par-
ticipations therein; but such certificates shall not be held for more
than seven days without the approval of the Federal Reserve Board.

SECTION VII. OTHER OPEN MARKET OPERATIONS.

Each Federal reserve bank may engage in open market operations
other than the purchase or sale of Govermment securities, subject to the
following conditionss

(1) A1l such transactions shall be reported daily to the
Federal Reserve Board.
(2) Purchases of acceptances and bills of exchange shall be

in accordance with the provisions of Regulation B and the rates of inter-

est or discount shall be in accordance with schedules approved by the

Federal Reserve Board: Provided, however, That no obligations payable in

foreign currency shall be purchased without the consent of the Federal
Reserve Board.

(3) A1l purchases by Federal reserve banks of bills, notes,
revenue bonds and warrants of States, counties, districts, political sub-
divisions or rmmicipalities shall be in accordance with the provisions

itized for FRASER
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of Reguletion E.

(4) No Federal reserve bank shall engage in the purchase or
sale of cable transfers for its own account without first obtaining the
approval of the Federal Reserve Board, except that the Federal Reserve
Bank of Atlanta may purchase and sell cable transfers through its Havana
Agency in accordance with the resolutions or regulations of the Federal
Reserve Board governing the operations of such agency.

(5) Except with the approval of the Federal Reserve Board,
no Federal reserve bank shall engage in any open market transactions which
are not of the customary character, which do not occur in the ordinary
course of business, which are engaged in for the purpose of affecting gen~
eral credit conditions or which may have a material effect upon general

credit conditions: Provided, however, That any Federal reserve bank may

purchase obligations for the purposc of affording relief in a situation in-

volving spoeific banking institutions in its district.
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(Adopted by tho Fedoral Rescrvo Board July 28, 1933, to be issucd
August 10, 1933.)

REGULATION N, SERIES OF 1933.
RELATIONS WITH FOREIGN BANKS AND BANKERS
SECTION I.
Pursuant to the authority conferrod wpon it by Section 124

and subscection (g) of Section 14 of tho Federal Reserve Act, as amonded,
and by other provisions of law, the Federal Reserve Board prescribes the
following regulations goveraing relationships and transactions between
Federal reserve banks and foreign banks or bankers or groups of foreign
banks or bankers.

SECTION II. INFORMATION 7O BE FURNISHED
TO THE BOARD.

In order that the Fedoral Resorve Bbard may perform its statu-
tory duty of excrcising speocial supcrvision over all relationships and
transactions of any kind ontorod into by any Foderal rcscrve barnk with
any forcign bank or banker or with any group of forcign banks or bankers,
cach Federal reserve bank shall promptly submit to the Federal Reserve
Board in writing full information concerning all existing relationships
and transactions of any kind heretofore entered into by such Federal
reserve bank with any foreign bank or banker or with any group of
foreign banks or bankers and copies of all written agreements botween
it and any foreign bank or banker or any group of foreign banks or bankers
which are now in forece, unless copies have heretofore becen furnished to
the Board, in which casc¢ the Fedoral reserve bank shall inform the
Board as to the dales upon which such copies were furnished. Each Federal

reserve bank shall also keep the Federal Reserve Board promptly and
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fully advised of all transactions with any foreign bank or banker or with
any group of foreign banks or barkers, except transactions of a routine
character.
SECTION III. CONFERENCES AND NEGOTIATIONS WITH
FOREIGN BANKS AKD BANKERS.
Without first obtaining tho permission of the Federal Reserve
Board, no officer or other representative of any Federal reserve bank shall
conduct negotiations of any kind with the officers or representetives of
any foreign bank or banker or eny group of foreign banks or bankors,
cxcopt communications in the ordinary coursc of business in conncetion with
transactions pursuant to agreemonts proviously approved by the Federal
Reserve Board. Any request for the Board's permission to conduct any such
negotiations shall be submitted in writing and shall include a full state=
ment of the occasion and objeets of the proposed negotiations.
The Federal Reserve Board reserves the right, in its diseretion,
to be represented by such representative or representatives as it may desig-
nate in any negotiations between any officor or other represcntative of
any Federal reserve bank and any offieccrs or rcprescontatives of any foreign
bank of banker or any group of foreign banks or bankers; and the Board

shall be given reasonable notice in advancc of the time and place of any

such negotiations.

A full report of all such conferences or negotiations and all
understandings or agrecemonts arrived at or transactions agrced upon and
all other material facts appertaining to such conferences or negotiations

shall be filed with the Federal Reserve Board in writing by a duly
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authorized officer of each Federal reserve bank which shall have partici-
pated in such conferencesor negotiations, ineluding copies of all corres-
pondence sppertaining thereto.
SECTION IV. AGREENENTS WITH FOREIGN BANKS OR BANKERS.

No Federal reserve bank shall hereafter entor into any agrocment,
contract or understanding with any foreign bank or banker or with any
group of foroign banks or bankers vithout first obtaining the permission
of thc Federal Rosecrve Board. Whon any Federal roserve bank has ontered
into such an agrcement, contract or understanding with the consent of the
Fodoral Reserve Board, any othor Foderal rescrve bank desiring to do so
may participate in tronsactions pursuant to such agreemont with the
approval of tho Federal Rescrve Board.

SECTION V. AMENDMENTS.

The Pederal Reserve Board reserves the right, in its discretion,
to alter, amend or repeanl these regulations and t» prescribe such
additional regulations, conditions an& limitations as it moy deem
desirable respecting relationships and tronsactions of any kind entered
into by any Federal reserve bank with any foreign bank or banker or with

any group of foreign banks or boankers.
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FEDERAL RESERVE BANK

OoF NEWYORK

July 25, 1933.

Mr. Chester Morrill,

Secretary, Federal Reserve Board,

Washington, D. C.

Deer Mr. Morrill:

Let me acknowledge in Governor Harrison's absence
the receipt of gour letter of Ju}z 24l)confirming the board's
approvel of the authorization granted to the executive committee
of the Federal Open Market Committee in the resolution adopted

by the open market committee at its meeting on July 21.

Very truly yours,

MM«‘A\

Wt Randolph Burgess,
Deputy Governor.
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Myr. G. L. Harrieon, Chairman,

Fedexal Opem Market Commitiee,

Tederal Reserve Bank of New York,

New York, New York. od
Dear Governor Harrison:

Thie letter will oonfirm the orsl advice given you by
Governor Black on the aftermoon of July 21, 1933, that the Fede
érul Reserve Board approves the authorizstion granfed to the
Exescutive Committee of the Federal Open Market Committee in the
following resolution adopted by the Fedsral Open Market Committse
at its meeting on that date:

"It was voted to be the amense of the Commit~

tes that, subjeoct to the approvel of the Federal

Reserve Boerd, the resolution of the Open Market

Policy Conference of April 28, ss modified by tele-

graphic vots after the Ezeoutive Committee meeting

of Ney 23, authorizing the Exscutive Comaittee to

make purchases of up to one billion dollars of

Government sescurities be reaffirmed and c¢ontinued

for the unuased portion of the authority.”

Yery truly yours,

Chester Morrill,

Secretary.
SRCs jeb o4

A8 7/ g }‘ 3
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EXCERPT MQi THE MINUTES OF THE FEDE:AL RESERVE BOARD, MEETING WITH THE FEDFRAL

OPEN MARKET COMMITTEE ON JULY 20, 1833 SR

Covernor Harrison stated that, following an informal supgestion made
by Governor Black, the Federal Open Market Comittee had boor duly orpanised
at & meetily this morning, et which Governor Harrlson was elected chalrmen,
and Lepuly Governor Durgess, seoratary. e algo stated that the Federal
Open. ertet Cormittes hed appointed an executive committee, consiating of
the repreosentatives from the Pederal Reserve Banlts of Boston, leow York,
Yhiladelphia, Clevelant and Chicego.

# & 3 % &

Governor Larrison then ocutlined the Cermitice's supggestions as to
changes in the draft of regulation on open market operations. Among the
suggestions submitted by Governor Larrison was one that the reference in
the proposed regulation to a vioe chairman be omitted as it wes the feeling
of the Governors that there was no oocasion for having a vice chairman
cizcept in case of inebility of the shairman to be present ai a partioular
meeting, at which time a chalrman pro tempore might be elected by the
nebers of the ocomittee who were preosent. Covernor Harrisor stated that
for this reason & vice ehairman had not been clected at the organization
of the committee this morning. However, lr. James pointed out that there
would n~ doubt be occasion from time to time for the Board to sormunicate
with the committce and that, if the chairman were temporarily under dis-
ability or on vecation, for exam:le, there should be a vice chairman with

whor the Board could communicatc offioclallye.

ttp://fraser.stlouisfed.org/
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“It was voted to he the semse of the Conmittee that,
sub jeot to the approval of the Yederal Reserve Board, the
msolution ¢f the Open Market Policy Comference of April 22,
as modlified by telegrephio vote after the Execuiive Coamlittes
woeting of May 23, authorizing the Executive Committes to maie
parsbases of up to one billiop dollars of Government securi-
$ies be roaffirmed snd contimued for the unused portion of the

suthority.”
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FEDERAL RESERVE BANK OF DALLAS

July 15, 1933.

Mr. E. R. Bleck, Governor,
Federal Reserve Board,
Washington, D. C,

Dear Governor Black:

Reference is made to Mr. Morrill's telegram of the 13th relating to
the discount of paper of the Regionsl Agricultural Credit Corporation, as
discussed in my telegram to you of the 1llth. The statement of Acting Emergency
Credit Commissicner Brennan to the effect that the submission of paper far dis-
count to Federal reserve banks is not now contemplated disposes of the question
raised in my wire to you, but I feel I shoulé like tc comment briefly on the
concluding sentence in Mr. Morrill's message, that sentence being as follows:
"With respect to effect of your discounting such paper instead of perticipeting
in open market purchases of Government securities for System account it should
be borne in mind that it would be necesssry for the other Federal reserve banks
to take over your share in case you did not participate and as you know the other
Federal reserve banks have their own locsl problems."

As I understsnd it, the purpose of the Open Market Policy Conference in
voting at the April meeting to purchase government securitics for System account,
as subsequently approved and broadened by the Federal Reserve Board, was to in-
crease the volume of Federal funds in the market with the more or less incidental
purpose of assisting the Treessury in meeting its requirements. It seems to me
thet it is quite immaterial, so fer as the money market is concernec, what form
the investments acquired would take so long as the net result would be the injec—
tion of additional Federal funds into the merket. For example, if on occasions
bankers bills could be acquired in sufficient volume to meet the needs for the
time being (and it was felt expedient to take them on) the purchase of those
bills would be as effective in the market as the buying of government securities.
In like msnner, if we were able to discount, for instance, 2,000,000 of receiva-
bles for the RACC the result would be the placing of that amount of our funds in
the market and thus lessening to that extent the need for the System to purchase
goveroment securities. This would rot impose any burden upon the other Federal

reserve banks, for with a smaller amount of governments 4o take on the amount
that each of the other eleven would be required to take would in a general way be
no larger than if we had not discounted 2,000,000 for the RACC and had joined

; to that extent with them in buying govermments. Incidentally, I m2y say, too,

| that our action in discounting for the RACC would help the Treasury in meeting

i its requirements by reducing the amount of securities which it wouwld otherwise

be required to put out.

I do not know what is meant by "their own local problems" as mentioned
by Mr. Morrill. On July 1l2th the total amount of bills discounted by the twelve
reserve banks amounted to only 167,000,000, This would indicate that the demand
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for funds from member bsnks is not a problem at this time. If it is intended

to suggest that the other Federal reserve banks also heve their earning problems,
our taking on even & substantial amount of rediscounts for the RACC would not
change the earning position of the other eleven banks in any manner. As pointed
out above, they would not in a genersl way be required to take any more or less
government securities than would be necessery for them to teke without our dis-
counting for the RACC. Moreover, if those in charge of the KACC's operstions
should detemmine to offer paper to the Federal reserve banks for discocunt the
other banks would have the same oppcrtunity thet we would have for acquiring
earning assets with a higher return.

In addition to the foregoing, I think I should say that I can not help
looking with some concern upon the tremewdous volume of government securities
that the System now holds--gbout $2,000,000,000. I frequently wonder if we have
sore serious problems ahead of us, in possible market losses and otherwise. It
is my feeling thet if we could place more of our funds in the market against
business and producers' paper with short maturities and a recasonable assurance
of liquidetion we would be functioning more correctly as reserve banks. The
paper which we are holding here in trust for the RFC, discounted by that organiza-
tion for the RACC, includes & large volume of choice livestock paper, much of
which really belongs in commercial banks. It represents a part of the economic
life blood of this district. How could we operate more effectively and more
safely than to invest a part of the reserves of the district in some of this
well-secured, well-distributed paper?

Sincerely yours,

B. A. McKinney (signed)
Governor.

BAM X
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EXCIRPT FROII THE MINUTES . TdE  .DERAL RESERVE BOARD, MEBL. .G O QLY 10; 19353

The question was raised as to the desirability of calling a meeting

o #
PR

of the Federal Open Market Committee in the near future to oconsider open ‘7.7 ./ .=
market polioy and Governor Black stated that it has been his thought that

suoch meeting would not be called until the Bomxd is prepared to discuss

with the Coammittee the regulations to be issued by the Federal Reserve

Board pursuant to the provisions of ceotion 12A of the Federal Recerve Act,

as amended by the Banking Aot of 1933, It was stated that a tentative

draft of regulation covering open morket operations had been prepared and

was unier consideration by members of the Board's staff and that it was

hoped that it would be ready for submission to the Board for oonsidera-

tion within the next three or four deys.

After discusslon, the Governor was re-
quested to ocall a meeting of the Federal Open
Market Committee to be held in Washington on
Thursday, July 20, 1933, at 10130 a. m., it
being understood that, if possible, coples
of the propused regulation covering open market
operations of Federal reserve banks would be sent
to members of the Committee prior to the meeting.

(A telegram calling the meeting of the Federal Open Market Comw
nittee was sent to all FRAgents on July 11, 1933, signed by
Governor Black, It contained the following statement: "If
your directors have not yet selected member of Cammittee to
rerrcsent your distriot, it is suggested that seleotion be
made in order that you may have a member in attendance at

noeting." == fhg)
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To___Dr. Goldenweiser Subject:_Open Market: 0 tions—eD. S.
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As I understand it, the Federal reserve banks of Atlanta and
Mimmeapolis act as dealers in U. S. Govermment securities for the
convenience of the banks in their districts and, as a result, are
constantly buying and selling small amounts of such securities, 1In
the Atlante District total purchases only ocoasionally exceed $1,000,~
000 in the course of a week, and in the Minneapolis District they
average about $1,000,000 per week, In both districts--except during emer-
gencies a8 in the week ending March 8, 1933--total purchases almost never
exceed $2,000,000,

Sales generally balance purchases fairly closely so that the net
change from week to week in holdings of locally purchesed govermments
t is small, During 1932, holdings by the Federal Reserve Bank of Atlanta
of locally purchased governments on Wednesday dates varied between
$3,080,000 and $4,347,000. Holdings by the Federal Reserve Bank of
Minneapolis of locally purchased govermments fluctuated between
$7,727,000 and $8,Q45,000 during the same period.

The practices of these two bankes may have some bearing on the

regulations governing open market operations to be issued by the
Federal Reserve Board,

tp://fraser.stlouisfed.org/
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For material regarding the Open Market Policy Conference,
which preceded the Federal Open Market Committee, see

333.—0-1
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