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September 7, 1934

Mr. E. L. Smead, Chief 
Division of Bank Operations 
Federal Reserve Board 
Washington, D. C.
My dear Mr. Smead:

In the absence of Governor Norris, I write
to acknowledge your letter of September 6 itating
that this bank may discontinue furnishing the Board

• with schedules covering its allotments in the purchase
of Government Securities for the System’s special
investment account.

Your# wevy/ truly,

JSS:MDC Jjphn S. Sinclair
Deputy Governor
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September 6# 1934

Hr* G. f* Horris* Governor*
Federal Reserve Bank of Philadelphia*
Philadelphia, Pennsylvania
Bear Governor Horrisi

As the Federal Reserve Bank of Hew lork furnishes 
tha Board with monthly statements showing the participa­
tions by each Federal Reserve bank in the total purchases 
of Ifoited States Govermaent securities for the ̂ fstaa* 
Special Investment Account, and of all bills purchased 
through foreign banks* your bank may discontinue furnishing 
us with schedules covering its allotments in such purchases*

fery truly yours*

£* L* Smead, Chief, 
Division of Bank Operations

F U L E C O J
S )
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B-979.
April 10, 193^*

The Honorable

The Comptroller General of the United States.

Sir:

Reference is made to vour letter of September 6, 1933 (A-5056l)» 
relating to the submission to your office for direct settlement of a vou­

cher covering various expenses incurred in connection with the emergency 

banking situation, in favor of the Federal Reserve Bank of Dallas, Texas, 

which was approved for the Comptroller of the Currency in the amount of 

$2,790*55* f°r payment from the appropriation "Expenses, National Banking 

Bnergency, Act March 9» 1933* Comptroller of the Currency," and requesting 

to be informed which of the items involved in the claim are considered not 

properly payable under the appropriation and the reasons therefor, and that 

there be furnished your office a copy of any regulations which have been is­

sued concerning expenditures from this fund; to a letter of the Under Sec­

retary of the Treasury dated October 2, 3-933* setting forth a description 

of certain items in the voucher mentioned which the office of the Comptrol~ 

ler of the Currency was unable to certify for payment; and to a number of 

letters from the Claims Division of your office addressed to the Comptroller 

of the Currency under your files Misc. 01^506(3), 01‘5096( 1)0232879(2), 

0365373(1)(3 )» OU21355, 0^26813,and 0U2S207, returning certain vouchers 
submitted by Federal Reserve Banks and others for further administrative 

reports in the matter.

There appears to have been a general misunderstanding with respect
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\ to reimbursements for expenses in connection with the licensing of "banks

following the banking holiday. Accordingly, I have caused an investiga­

tion to be made of the matter w ith  a view to determining what expenses 

had been authorized by the officials of the Treasury Der>artment in con­

nection with the duties devolving upon the Secretary of the Treasury 

under the Act of March 9» X933 (^7 Stat, 1-7). For your information, 

there are enclosed copies of telegrams dated April 8, 1933* signed by 

the Under Secretary of the Treasury, outlining the class of expenditures 

which woiild be reimbursed due to the charges for transportation of ship­

ments of gold coin, gold certificates* etc, to member banks or Federal 

Reserve Banks in accordance with Sections 2, 3 and 5 of Executive Order 
No. 6102 of .April 5, 1933; and April 22, 1933* signed by Assistant Sec­
retary of the Treasury James H, Douglas, outlining the class of expendi­

tures which would be reimbursed to Federal Reserve Banks due to the ac­

tual licensing of member banks and making available to member banks 

proclamations, orders, regulations and interpretations thereof, both 

of which were addressed to the Governors of the several Federal Reserve 
Banks,

Section 1 of the Act of March 9» 1933» supra, reads as followst

f,The actions, regulations, rules, licenses, orders and proc­
lamations heretofore or hereafter taken, promulgated, made, or is­
sued by the President of the United States or the Secretary of the 
Treasury since March 1933> pursuant to the authority conferred 
by subdivision (b) of section 5 of the Act of October 6, 19^7> as 
amended, are hereby approved and confirmed, ”

and Section 501 of that Act provides:

“There is hereby appropriated, out of any money in the 
Treasury not otherwise appropriated, the sum of $2,000,000,
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which shall be available for expend!tore, -under the di­
rection of the President and in his discretion, for any 
purpose in connection with the carrying out of this Act.11

The Office of the Comptroller of the Currency has interpreted the

Act of March 9, 1933# "to provide for the reimbursement of only the

cost of telegrams sent and telephone calls made on and after March 9>

1933* by Federal Reserve Banks in connection with the licensing of

banks following the tanking holiday. It is apparent that it is the

intention of the Sections of the Act of March 9, 1933» quoted above,

to make the appropriation available for payment of expenses incurred

after the issuance of Proclamation No* 2039 ^7 the President on March

6* 19 33» ancL the telegram of j^ril 22, 19 33* referred to above, was
based upon that understanding. Accordingly, the vouchers returned by

your office will be reexamined, reapproved in accordance with this

letter, and resubmitted to the Claims Division of your office for

further consideration as rapidly as possible. It is the opinion of

this Department that these vouchers, as well as all others hereafter

submitted to your office, should include all items which represent

reimbursement for out of pocket expenses incurred in connection with

the actual licensing of member banks and making available to member

backs proclamations, orders, regulations and interpretations thereof,

after the issuance of the Proclamation of March 6, 1933* which bears
the Sour of signature as 1 A.M.

*iUnder date of March 1933» 'the Secretary of the Treasipy, with 

the approval of the President, issued Instructions 0 (phouostatic copy 
enclosed), which provided that member banks of the Federal Reserve
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system should turn in to the Federal Reserve Banks all gold and gold 

certificates owned "by them before they could avail themselves of the 

currency and coin, rediscount, and other facilities of the Federal Re­

serve banks, which facilities the Federal Reserve Banks were authorized 

to extend to member ;b&nks in order to enable such banks to perform the 

functions permitted under the regulations issued by the Secretary of 

the Treasury,

Reimbursement of the expenses of the transportation of gold coin 

and gold certificates is authorized by section 3 of the Act of March 9, 

1*933* supra, including the cost of insurance, protection, and such other 

incidental costs as may be reasonably necessary.
Jr-' J

In accordance wit the law and regulations cited above, therefore, 

supplemental vouchers will be submitted to y o v r office for consideration 

and direct settlement of the cost of transportation, etc., of gold and 

gold certificates, which were disallowed by the office of the Comptroller 

of the Currency.

For your further information I am attaching a copy of an order signed 

by the President on March 10, 1933, alioting the sum of $1,000,000 of the 

appropriation mentioned above to the Treasury Department, this amount, or 

so much thereof as may be necessary, to be expended for any purpose in 

connection with the carrying out of the provisions of the Act of March 

9» 1933* "under such rules and regulations as the Secretary of the Treasury 

shall prescribe. A copy of an order signed by the President on December 

28, 1933* allotting to the Treasury Department the unexpended balance Tinder 

the original appropriation to be expended under similar conditions, is
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also enclosed.

Your cooperation in effecting settlement of these claims v/ill be 

appreciated.

By direction of the Secretary:

Respectful ly,

(Signed) In. H. McReynolds

Wm. H. McReynolds, 
Administrative Assistant 

to the Secretary.

Ends
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F e d e r a l  R e s e r v e  B a n k  

o f  N e w  Y o r kCONFIDENTIAL January 11, 1954

Dear Governor Blacks

The only changes in the holdings of United States Government securities in 

the System Account during the weak ended January 10 were an exchange in the market 

of |5,000,000 Treasury bills due March 28, 1954, for Treasury bills maturing April 4, 

1954, and the maturity on January 10 of $32,250,000 Treasury bills which were re­

placed by the purchase in the market of $10,940,000 Treasury bills due April 11,

1934, and the temporary purchase of |21,510,000 - 3/4% certificates of indebtedness 

due December 15, 1954, to be held pending permanent replacement.

There were no transactions in government securities in the Investment Ac­

count of this bank.
Throughout the current week prices of United States Government securities 

were weak following the budget message. On Thursday, the day of the message, prices 

dropped from l/4 to l/2 point and on each succeeding day declined fractionally 
further under heavy offerings despite considerable support which was given the market 
through purchases for Treasury accounts. The greatest weakness was in Treasury bonds 

and the longer maturity Treasury notes^which declined from l/2 to 2 1/2 points. The 

two recent issues of Treasury bonds, the 3 l/4s of 1941 and the 4 1/4-3 l/4s of 1943/45, 

touched new low points yesterday at 97 29/32. The declines in short-term issues 

were only moderate as there was some tendency to shift holdings from long into short 

maturities. Discount bills were sold yesterday by the Treasury at an average price 

to yield 0.62% on an annual basis, the same yield as on the issue dated January 3.

The average yield on the short-term issues of government securities was 0.13% higher 

at 1.54% at the close of this week, and the average closing sale price of the Liberiy 

Loan bonds was 101.04 and Treasury bonds 98.83 as compared with 101.47 and 100.33 
respectively at the close of the previous period. The present position of the market
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F e d e r a l  R e s e r v e  B a n k  v

COMF1 DEHIIAL O F N e w Y o R K  Januaiy 1 1 , 1934.

Dear Governor Blacks

The only changes in the holdings of United States Government securities in 

the System Account during the week ended January 10 were an exchange in the market 

of f5,000,000 Treasury bills due March 28, 1954, for Treasury bills maturing April 4, 

1954, and the maturity on January 10 of $52,250,000 Treasury bills which were re­

placed by the purchase in the market of $10,940,000 Treasury bills due April 11,

1954, and the temporary purchase of $21,510,000 - 5/4% certificates of indebtedness 

due December 15, 1954, to be held pending permanent replacement.

There were no transactions in government securities in the Investment Ac­

count of this bank.

Throughout the current week prices of United States Government securities 

were weak following the budget message. On Thursday, the day of the message, prices 

dropped from 1/4 to l/2 point and on each succeeding day declined fractionally 
further under heavy offerings despite considerable support which was given the market 
through purchases for Treasury accounts. The greatest weakness was in Treasury bonds 

and the longer maturity Treasury notes^which declined from l/2 to 2 1/2 points. The 

two recent issues of Treasury bonds, the 5 l/4s of 1941 and the 4 1/4-5 l/4s of 1945/45, 

touched new low points yesterday at 97 29/52. The declines in short-term issues 

were only moderate as there was some tendency to shift holdings from long into short 

maturities. Discount bills were sold yesterday by the Treasury at an average price 

to yield 0.62% on an annual basis, the same yield as on the issue dated January 5.

The average yield on the short-term issues of government securities was 0.15% higher 

at 1.54% at the close of this week, and the average closing sale price of the Liberty 

Loan bonds was 101.04 and Treasury bonds 98.85 as compared with 101.47 and 100.55 

respectively at the close of the previous period. The present position of the market
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federal reserve bank of new yo _2_______ Honorable Eugene I 31ack l/H/34.
and the price range for the year follow!

1 9  5 5 Jan. 10. 1954
High Low

3 issues of Liberty Loan bonds 103.31 100.33 101.04
10 " » Treasury » 103.82 98.20 99.25
13 H combined 103.68 98.78 99.62

The amount of net depreciation on United Sta.tes Government securities 

held in the System Account on January 10 was $8,808,964.49. The distribution of 

this amount is shown in the following table:

United States Certificates of Indebtedness $ 82,908.44
11 n Treasury notes 11,440,065.41
n ,! Liberty Loan 2,301,656.98 (a)
n u Treasury Bills _____87.649.62

Net depreciation $ 8.808.964.49
(a) appreciation

Vilhile the bill market was not as active as last week, dealers* sales con­

tinued to exceed their purchases and aggregate portfolios declined by $18,500,000 

to $56,700,000.

Bills maturing within 60 days were in greater demand, but as dealers1 

portfolios soon ran short of those maturities, the demand late in the week was ex­

tended to include bills up to 75 days but was rather selective as to names.

Failure o# the market to absorb longer maturities readily and the prospect 

of largely increased issues of short term Treasury securities have occasioned some 

uncertainty as to bill rates, but there has so far been no change in quotations. 

System holdings of bills declined $7,000,000, operations of this bank resulting in 

a net decrease of $1,450,000 in outright holdings and $5,550,000 in sales contracts.

Very truly yours,

W. Randolph Burgess 
Deputy Governor

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

WRB/H
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January 10, 193**
dr. Martin
Mr. Tan To as m

/

In accordance with yow request, we have calculated the depreciation 
on Government securities held by the 1*ed«>al Reserve hanks from Januaiy 3 
to January 9 and find that the depreciation in market value of Government 
securities held in special investment account, based on closing bid 
prices of January 3 and 9, was approximately $5#130,000 and the de­
preciation in Government securities held in own portfolio by the var­
ious federal Reserve banks §&30,000.

VF/fc#
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F e d e r a l  R e s e r v e  B a n k  

o f  N e w  Y o r k

December 28, 1935.

Mr* E. L. Smead,
Chief, Division of Bank Operations,

Federal Reserve Board,
Washington, D. C.

Dear Mr, Smead:

Enclosed you will find statement showing appreciation 

and depreciation in United States Government securities held 

in the Federal Reserve Bank of New York Investment Account, and 

in the System Special Investment Account, as of the close of 

business December 27, 1933.
Very truly yours,

W. B. Matteson 
Assistant Deputy Governor

Encl.
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APPKidAXXON OH DSPRKCXmON or U.S. SKCUHTXIKS IM.D IN HK« YOHK IHVESMMf ADD STSHSM SPSC1AL IHVKSTKKHf ACCOUNTS
as REPaaaaNxaD b t n irrsR oici: sgwasM bock values and mahkst b id  p rice s  as or c lo se  or business dhcbmbkr 27. 1933

myKSMM r accoust fsdem l rssbhv*  bahk or nag yobk

issa* Maturity
U.S. treas. Bills m . 14, 1934 # 250,000» ft ft m Mar. 7, 1934 3,500,000

Cert, of Ind. Ml 15, 193* 350,000
1/4* » « « June 15, 1934 10,684,000

2 1/4* « “ « Bee. 15, 1934 3,863,000
2 l/8* Traas. Notts Aug. 1, 1934 3,250,000
3 * • June 15, 1935 10,751,800
1 5/#* " At2£« 1, 1935 3,659,700
2 ff/S* ■ Apr. 15, 19*6 8,267,000
3 1/4* » Aug* 1, 1936 6,900,000
3 * * Apr. 15, 193T 1,250,000
3 1/4* " * Sept, 15, 1937 6,000,000
2 5/8* * 1, 1938 250,000
4 l/4* 4th l A  Bda Oct. 15, 1933-38 Calltd 12,380,000
4 1/4* - • " « 15, 1933-38 tint al lad 28,162,050
4 1/4* l«t * • June 15, 1947 6,750,000
3 3/8* Tr. Bda « 15. 1940-43 9,762,000
3 i f f l " * ft 15, 1943-47

Total* ♦120,296,550

Approxisat*

0.375% 41*e't 
0.495* *
100
100
100
100 26/32
101 22/32 
100
100 28/32 
103 11/32
102 1/32 
102 25/32
99 30/32 
100 11/D2
100 1*/S>2
100 2/32
101 29/32
102 9/32

Market 
Bid Prices
0* 60^ discH
0.753c •
100 1/32
99 24/32
100 8/32
100 16/32
98 26/32
99 20/32
100 12/32 
99 10/32 
99 22/^2 
9? 14/&2

101 2/12 
101 26/32 
101 9/32
99 12/32 
99 3/&2

APPRECIATION 
ia BLACK DZPREGIATIQK
In BSD
# 74,85 

1,710.73 
109.38 

26,710.00 
9,657.50 
9,113.01 
70,826.92 
43,458.94 

101,275.91 
202,528.44 
33,842.02 

184,985.85 
6,202.40 

92,598.12 
391,428.24 
83,070.25 
246,900.23

NJtT PBOflT RSALIZSD ON SALKS CLOSB OF B08IHBS3 BSOBMBSR 27, 1933

$485,641.68 N*t 1
^reC-

# 88,622.11

U.S. Trtaa. Bill* J*»y. 3* 1914 45,250,000
ft ft * «i : 10, 1934 32,250*000
» It ft « 17 * 1934 41,098,000
n *t ft. .ft w *4# 1934 26,100,000ft ft ft it- • » 31* 1934 16,803,000ft ft ft # Feb. 1934 12,710,000
« m ft ** n 14* 1934 33,100,000
m ft ft' « » 21, 1934 23,851,000ft ft ft » 28, 1934 48,319,000ft ft ft ft Mar. 1934 35,874,000M « ft « « a* 1934 47,135,000ft ft * «» «» 2St 1934 49,845,000
3/41 Oert. Of Ind. m 15, 1934 163,000,000

3 % Trees* Botes Her 2# 1934 118,587,000
1/4* Sort. of Ind* June 15* 1934 134,563,000

2 l/8* Trtaa. Hotes Aug* 1* 1934 156.317,000
2 1/4* Oort, of Ini. Dec. 15# 1934 172,774,000
* * Trees. Notes June 15. 1935 115,748*700
1 5/8* ii Aug. 1, 1935 93,753,300
2 7/8* ft. « Apr. 15, 1936 179>350,500
3 1/4* « « Aug. 1, 1936 51,092,000
2 3/4* w *1 Dec. 15# 1936 96,468,000
3 * m. ft Apr. 15* 1937 68,125,000
3 l/4* «» m Sept. 15, 1937 80,100,000
* 5/5* * «i Feb* 1, 1938 25,570,000
2 7/8* -ft it June 15, 1938 19,750,000
4 1/4* 4th L/t, Bda Oct. 15* 1933-38 Sal ltd 58,941,200
4 1/4* • 15* 1933-3, Uncalltd 197,649,800
3 1/S* lrt *► ft June 15* 1947 25,025,000
4 1/4* M « « » 15* 1947 29,000,000
4 1/4-3 1/4* Tr. Bda Oct. 15* 19*5 25,000,000

totals 12,223,149,500

sYsrm  special io testb bii acoouht

O.062*dito't 
0.082* " 
0.100% » 
0.16151 •
0.207* *
0.20 * "
0.375* "
0.367* *
0.389* "
0.5*9* "
0.699* "
0.70 * " 
100 2/32
100 16/S2
100 1/32
100 11/32 
100
101 2/32
100 7/3*
101 1/32
102 10/^2 
100 27/32 
102 3/32 
102 19/32 
100 U/32 
100 31/32 
100 10/32 
100 13/32 
100 1/&2 
100 2/32 
100 14/32

0.50* diae't
0.50* *
0.50* "
0.50* •
0*60* •
0.60* •
0.60* "
0.65* *

0*75* " 
0.75* " 
0.75* * 
100 1/32 
100 26^2 
99 24/32
100 16/32 
100 8/12
101
98 26/32
99 20/82 

100 12/|2
99 6/42 
99 10/32 
99 22/32 
97 14/32 
97 28/32 

101 2/12 
101 26/32 
100 l5/»2 
101 9/&2 
99

3,150.22
4,868.10
9,110.51
6,633.96
6,223.39
5,790.06
9,916.46
10,288.18
21,714*92
12,390.96
5,555.26
6,230.63

17,543.30
396,902.36345,472.14
265,343.3?
431,935.00 58,459,09 

1,303,853.75 
2,477,943. 90
974.208.03

1,580,424.73
1,881,597.49
2,318,284,84
741,992.74
607.075.04 
455,140.09

2,811,496.25 
113,317.26 
354,413.89 359.14?. 63

#7,939,320.11 set 
__________ prec

m t PROFif m & izm  m  salss for ykar 1933 in #  in  suspeksjs m m m t gkhsral
GLOSS OF BUSINESS BJ£0§&MR tf, If 33 - - -  - -  - -  - -  - -  - -  -- - -  f955t0l5«ofe

Se« York1* sbsre in net depreciation - - -  - -  - -  - -  - -  - -  - -  - -  -
* » * * profits held la Suspense Account - - -  - -  - -  -- - -  327,092.8©
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F e d e r a l  R e s e r v e  B a n k  

o f  N e w Y o r k
r> y/

December 21, 1933*

Mr. E. L. Smead,
Chief, Division of Bank Operations,

Federal Reserve Board,
Washington, D. C.

Dear Mr. Sinead:
Enclosed you will find statement showing appreciation 

and depreciation in United States Government securities held in 

the Federal Reserve Bank of New York Investment Account, and in 

the System Special Investment Account, as of the close of business 

December SO, 1933.

Assistant Deputy Governor
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Atrm a.MO.as oa w p m a m rn  or o.s. tm m tanm  m m  m  urn rose s trx s a s m  m  m m t smmm. m & sm xttt accooh« 
» t  m r r m m t x  u s w m w m  m a t s  m  n m x t  b i d  m c a a  * a  o r  o . q k  » « « « « «

B .& . iM a C . B i l l *
mm m m

flari* ef I»i.
i M  • - "

2 l/M Traaa. b t M  
21/4* Cart, tf lari. 
I  *  l i N A *  H « t « *
1 5 A #  - t T/83E * *
* 1/4* ■
* If ■
» i £
a 5/**

4 i / 4*  •
4 1/4* lot
3 t/ljC fraaa. tmtm 
3 */»* «

M .
Ha*.

*
Jaaa
A/Ofm-
!»«.

*
*

M *
m

• m

^r*

Apr.

H I.
***•**

m

14,
9, 19*4

15. 19*4 
15. 19*4

I* 19*4 
15 . MM  
15. 1»*#
1, » «

15, 19**
I ,  193*

IS, 19*9 
15, » » »1. 19*8
15. 19**-*8 U U K  
15, 1? I M I  M n U M  
15. 1949 
15. 1940-4>
15, 1943-47

P a r  V a la t

« 250.000 
* ,508,000 
>50,000 

10,684,000
9.250.000 
a. M i, ooe
10,751.*00 
3,659,100 8,*67,000
6.900.000 
1,00,000 
W|O00 |0w
*50,000

12,*tB,000
18,162,050
6.950.000 
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___
1120.296,550

or HKJ TOSK

Agmroxiaata 
Book v*ia»<

0* at5̂  Biaat. 
0. 4»5* « 100 
100
100 26/32 
100
lot 22/32 
100
100 28/32
101 11/32
102 i /l l  
102 26/*2
99 *0A 2 

100 11 A *
100 14/12
100 2A 2
101 29/J2
ie> 9/te

Kukat 
& *  p* —  

0.60* d art.
0. 95*  * 
100
100 12/M 
loo a/n  
100 30 /a

98 2aSM
99 l i p  

100 4 flat
4/a

APHftiSCIAlIOH 
i n  BLAOS

nscraicaiAiicH

85.82
1,884.24

•0»
40, 065.
13.997.45 

* .621.56 
99.864*65 
* 3,043.56 

112,195. 9« 
2a  ,466.99 
36, 332.56 
189,591. *5 

6, 690.19 
96,094.29 

244,562. 24 
98.no.io  

265.955.e9

|6*6,734.«9 *»*

■it r m n t  m n u tm  m  m m s aosi or .sushbm* bsanas* 20,1933 - - ♦ 88,622. u

.4930W1

0.9. tma. BUI a
* W * ft
* •» 
t* * 
4* *» 
•  «• 
m tu­
rn m 
*t m 
m i« 
m m
a **

1
liari* 9t  larf. 
IN H , Xftol 
Sart* «f lad, 
frwaa. Hataa 
0»§t* Of 1*1* 
Inai. K&taa

* t / g
11 /»? 
a *

5 ’ $
*2 */4*  
a *

2 5/ftt
2 im  
4 1/4 *
4 1/4*
a i/s*
4 1/4*
4 l / 4-a l / #  rr. Ma

46h l A  Mo• » * * 
l«t • * *« * m

0»a. If, itaa 4^,845.000 0.056^ Mart. 0.50* Blaat.
»* 1934 45.250,000 0.068jt • 0.50# •*» 18, 19*4 *2.250,000 0.082^ • 0.»i »M 19, 19*4 0.100JC " 0.50* •* 24, 19*4 26,100,000 0.161̂  • 0.50* *« a. 1984 16,80*.000 0.207X * 0.60/ *

rtb* 9, 1984 u.fi«,oeo 0.10 ? * 0.60X -
m 14. 1984 3*,100,000 0.3953t » o.6e* «
m a. 1984 23,851,000 0.869* * 0.65* *
m 28, 19*4 41,819,000 0.389j£ * 0.65* •

» «r. 9, 1984 *5.894,000 0.5*9X * 0.95* •
a. 19*4 0.699^ - o.l o* •

Mar* 15, 19*4 163,900,000 100 2/12 100
Hay. *, 19*4 118,587,000 100 19A2 100 24/la

15, 19*4 1*4.568,000 100 l/»2 99 20/W
*«• 1, 1984 156.952.000 100 11/32 100 12/U
Daa. 15. 1984 m a  m u 100 100 */M
*M* 15, 1981 115.748,900 lOL 3/12 100 ao/*2

»i 1919 98,753.300 100 l/» 2 98 22/i2
4M1. 15, 19*6 179,350,500 VO. i / i t 99 S6AtM(. 1. 19*6 51.092.000 102 10/12 100 4/»

15. 1986 96,468.000 100 27/32 9# » A 2
>1, 1919 68,125.000 188 */*2 99 4^2

Ŵ|Fww 15. 19*7 80,100,000 102 20/32 99 20/U
1, 19*1 2530,000 100 11/32 99 8^2

Jm * 15, 1938 19,950,000 100 M/32 99 24/*2
Oat. 15. 1933-38 S A M ^l,9«i8eo 100 i«A* 101 2/»2

15, 1933-38 OMdlad 197,649,800 100 1*^2 101 ayi2
*1M» 15. 194» 25,025.000 100 1/M 100 6/32« 15, 1949 2y_ji0̂ O|,906 100 2/^2 m  f/!u
Oat. 15, 1945

42,223,149,500
100 14/32 98 24/12

а,669.4a
б,8*5.»»
9,489.29

12, 299.26 
8,35a.9|  
9,504.60 
6,798.62 

11,362.57 
11,59*55 
24,166.59 
13,648.05 
U ,690.22
74.706.32 

291,054.90 
5i 4,o5i«at
53,433.2a
I6l,9f&63 
146,741 *8 

1,4*3,339.95 
2,719,19*. 96
1,110,555. * f
1, 887,«36. 2f  
2,017,54a.39 
2, 379, 014.85 

990, *42. #  
6*2,569.26 
444,049.59 

2, 484,124.31
42.769.32 

3*5.598.60

910,427,391.62 Hat «

u t  m m t m tu tm  m  s u m  rm  gut 1933 m u  xn aisvui Account am auui
oosk or bosiwtas m m m u  20, 19*3 -  - -  - -  - -  - -  - -  - -  1954,402.60

m m m m $i§5T(»598. 4f 
** m m m Ji5.09
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N

F e d e r a l  R e s e r v e  B a n k  

o f  N e w Y o r k

December 14, 1953.

Mr* E* I** Smead,Chief, Division of Bank Operations,
Federal Reserve Board,

Washington, D. G.

Dear Mr* Smead:
Enclosed you will find statement showing appreciation

and depreciation in United States Government securities held 
in the Federal Reserve Bank of New York Investment Account, and 

in the System Special Investment Account, as of the close of 

business December 15, 1955*
V e i y i l y  yours,

W. B. Matteson 
Assistant Deputy Governor
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Jurw**

1 *, 1934
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100 15/32
100 2/32
101 30/»2
102 9/32

Markat 
Bid P rices  e
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Federal Reserve Board 

Mr. Sinead

December 8, 1933

Attached is a statement furnished by the Federal Reserve Bank of 

New York showing the depreciation or appreci at ion on each class of 

United States Government securities held in the System’s Special In­
vestment Account and in the Federal Reserve B&nk of Hew York*s own 

portfolio on December 6, based on market, bid prices as at close of 

business. Tt will be noted thfct there is a net depreciation of 
$9,801,000 in securities held in the System's Special Investment Ac­

count and of $653,000 in securities 1: »ld in the portfolio of the Hew 
York Bank. Tt is also estimated that the net depreciation on United 
States Government securities held in the portfolios of other Federal 

"Reserve banks amounts to about $530,000. This makes a total net 
depreciation in the Government security holdings of the Reserve banks 
as of December b of something like $10,98^,000, compared with about 

*7,1 <30,000 on November 29 and about £*l6,000,000 on November 22.
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jecenber 1, 1933

Federal 'Reserve Board — .3 2 ^ -  3  umT* I'mead s

Attached * g a statement furnished by the Federal Reserve Bank 
of ’-w York showing tho depreciation or appreciation on each class of 
United ftatos Government securities hold in th© : yster^s Special in­
vestment Account and in the Federal Reserve Bank of Hew York*a ovm 
portfolio can November 29, based on market bid prices as at close of 

business. It will be noted that thoro is a net depreciation of 
$ G , M S 0OOO in securities held in th© System’s Special Investment 
Account and of 1490,000 in securities held in tho portfolio of the 

Hew York ";anv. Tt Is also estimated that the net depreciation on 
United f'tatos Government securities held in tho portfolios of other 
Federal .Reserve banks amounts to about £475*000* This makes a total 

not depreciation in the Government security holdings of th© .Reserve 
banks of Tlovomber 29 of something like 7,150,000, compared with 

about £16,000,000 on Bov«mber 22 mid %,630,000 on Ikveriber 15.
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November 1933

Federal Reserve Board
oMr. Smead

Attached is a statement furnished by the Federal Heserve Bank of 

Hew York showing the depreciation or appreciation on each class of 
United States Government securities held in the System1 s Special In­

vestment Account and in the Federal Reserve Bank of New York’s o m  

portfolio on November 2 2 , based on market bid prices as at clo»e of 
business. It will be noted that there is a net depreciation of 
$lU,211,000 in securities held in the System*s Special Investment Account and 

of $1,097,000 in securities held in the portfolio of the New York Bank.
It is also estimated that the net depreciation on United States Govern­

ment securities held in the portfolios of other Federal Reserve banks 

amounts to about $850,000. This makes a total net depreciation in the 
Government security holdings of the Reserve banks as of November 22 of 

something over $16,000,000. Since Kovember 22 the market for Govern­
ments has improved, so that the depreciation is now materially less 

than $16 ,000,000.
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F e d e r a l  R e s e r v e  B a n k  

o f  N e w  Y o r k

November 25 , 19.!>o.

M r* E . L ,  Smead,
C h ie f ,  D iv is io n  o f  Ban1: Q r je ra t io n s ,

F e d e ra l R ese rve  Bop.ro,
W:'ichin.'-.-ton, um C .

D eer l . t r • Sme^d;

E n c lo s e d  yo u  r a i l  f i n d  s ta te m e n t sho^iTV" a r~ re c i* v t io n  

sriQ d e c re e in t . io n  in  U n ite d  S ta te s  G overnm ent s e c u r i t ie s  h e ld  in  

th e  F e d e ra l R eserve  Ranh o f  bie\j Y c rh  In v e s tm e n t A c c o u n t, and. in  

th e  System  S n e c ia l In v e s tn e n t  A c c o u n t, as o f  th e  c lo s e  o f  b u v in e n s  

November 22., 1 9 5 b .

3 .  he t+ n son  
A s s is t a i t  D eont”r G o ve rn o r
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Mr, Saead
Federal IiMitt Board

Bovembtr I?. 1933 

Depreciation on tJ. S. Qovexittent 
securities owned hy F. 1, batiks

Attached la a statement furnished by the Federal Reserve Bank of 
lev York shoslac the appreciation or depreciation on each class of Uhlted
States Government securities held In the System Special Investment Account 
and In the Federal Reserve Bank of lev Tofk* s own portfolio on Bovember 15* 
based on Market hid prices as at dose of business. It will he noted that 
there Is a net depredation of $5,6lS,300 in securities held in the System 
Special Investment Account and of $362,136 in oecuritles held In the portfolio 
of the Bee Yoifc hank.

On the haels of such information as is available, it is estimated 
that on Bovember 13 there was a net depreciation of about $650* 000 in Govern* 
ment securities held in their own portfolios toy Federal Reserve banks other 
than Bew Tork.

the par value and depreciation or appreciation in securities held in 
the System Special Investment Account by classes of securities are as follows:

Sin*.
liberty bonds $310,616,000 $3.2^9.79*M1 Appellation
Other bends 25,000,000 2S2.29S.63 Depredation
Treasury notes
Certificates of Indebtedness 
treasury bll Is

Total 2,223.1^.500 5,6iS,300.H7i Bet depreciation

VF/mcw
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Xbvember 17,1933 
Depreciation on U. S. Government 

securities owned by F. B. banks

With reference to your roc out request It was not practicable to 
ascertain from data on fllo In tM« off loo tho amount of depreoiatioa on 
Uni tod States Government securities ovnod by tho Federal Roto nr# banks and 
accordingly wo have obtained from tho Federal Reserve Bank of Vow fork the 
necessary Information with respect to securities hold in the Special Invest­
ment Account and In tho low York bank's own portfolio. According to tho 
figures furnished by tbo Fodoral Reserve Bank of low fork, on Vovember 15 
there was a not depreciation, on tho basis of closing bid prices, of 
$5,618,300 In tbo System SpetAal Investment Account and 0f||J62,lOO in 
securities ownad by tho Fodoral Rosorro Bank of low York. On tho basis of 
such information as is availablo regarding tho Government securities hold 
by other Fodoral Reserve banks and tho book value of such securities, it is 
ostlmatod that on Vovember 15 thora was a not depreciation of about $650,000 

in Government securities held in their own portfolios by Fodoral Reserve 
banks other than Vow Tork.

Liberty bonds held in Special Investment Account on XTovember 15 had 
a market value of approximately $3,250,000 in excess of book value while 
other securities held in Special Investment Aeoount showed depreciation as 
follows*

Other bonds 1882,300
Treasury notes 8,263,600
Certificates of Indebtedness 200,500 
Treasury bills 121,700

A detailed statement showing the depreciation or appreciation In so** 
curitles held In the Special Investment account and In the Vow Tork bunk's
own portfolio Is being furnished the Board.
VF/mcw

Hr. Hamlin 
Hr. Smead
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\J
X. V?V X-76-36

FEDERAL RESERVE BO/mgher 12, 1933.\3
WASHINGTON

A D D R E S S  O FFICIAL CO RRESPO N DEN CE TO 
T H E  FEDERAL. RESE RVE B O A R D

Dear Sir:
The Federal Reserve Board today transmitted to Mr. George L.

Harrison, as Chairman of the Federal 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 Executive 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 IE, 1933. In granting this authority, 
the Board will expect to be kept informed currently by the Executive 

Committee 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 
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."

S. R. ClarpenUer, 
Assistant Secretary.

TO: CHAIRMEN OF ALL F. R. BANKS
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3> V*

FEDERAL RESERVE BOARD
WASHINGTON

a d d r e s s  o f f i c i a l , c o r r e s p o n d e n c e  t o

T H E  FEDERAL. RESERVE BO A R D

I

X - 7 4 9 1
July 10, 1933

SUBJECT: Alternates for Members of federal 
Open Market Committee,

Dear Sir:
There is attached liereto, for your information, 

a copy of a letter addressed by the Board to the Secre­
tary of the federal Reserve Bank of Philadelphia -under 

date of July 8, 1933, with regard to the status of 

alternates for regularly selected members of the fed­

eral Open Market Committee.
Very truly yours

Chester Morrill, 
Secretary.

Inclosure

TO ALL f. R. AOTTS
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C O P Y  X-7491-a

July 8, 1933.

Mr. C. A. Mcllheimy, Secretary,
Federal Reserve Bank of Philadelphia,
Phi ladelphia, Pennsylvania.
Dear Mr. Mcllhenny:

Receipt is acknowledged of your letter of June 28, 1933, 
advising that, at a meeting of the Board of Directors of the Federal 
Reserve Bank of Philadelphia held on June 21, 1933, Mr. George W.
Horris, Governor, was elected a member of the Federal Open Market 
Committee to represent the Federal Reserve Bank of Philadelphia and 
Mr. William H. Hutt, Deputy Governor, was elected his alternate,

Under the provisions of Section 12A of the Federal Reserve 

Act, as amended by Section 8 of the Banking Act of 1933, the Federal 
Open Market Committee is a statutory committee; the Board of Directors 

of each Federal reserve “bank is authorized to select only one member 

thereof annually; and no provision is made for an alternate. In the 

circumstances, it would seem that an alternate would have no legal 
status as a member of the Committee, even in the absence of the regu­

larly appointed representative of his Federal Reserve Bank, and that 
the vote of an alternate on any matter coming "before the Committee 

could not be counted, if a point of order were made against it.

There would seem to be no reasonable objection, however ,
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X-7491-a

Mr. C. A. Mcllhenny, - 2 -

to an alternate attending the meetings of the Committee and partici­

pating in the discussion, in the absence of the regularly appointed 
representative of his Federal Reserve Bank.

Very truly yours,

Chester Morrill, 
Secretary.
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ir* Frederic H, Curtiss, Chairman,
Federal Reserve Bank of Boston,
Boston, Massachusetts#
Dear IIr* Ourtlaaf

The Federal Reserve Board notea from your letter of 
June 29# 1933# that at the aeeting of your directors oo 
June 28 the Governor of the Federal Reserve Bank of Boston 
was appointed as a aewber of the Federal Open Market Com* 

aittee repreeeating the First Federal Reserve District, to 
serve until December 31, 1933# or until his successor is 
appointed and qualified*

lou will be advised when the other aeabera of the 
Federal Open Market Coaaittee have been selected*

Tery truly yours#

Chester Morrill# 
Secretary

Copy to Mr* ^mead 

SRC/fsf
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appreciation  or m prsg iation  or u .s . skcubtiiks h ild  in  n m  to m  i n n m m t  sy sm i sp ecia l x m s s t m m t  accounts 
as by m r w & n m m  w m r n n  bock values and m akm  b is  p rick s as or c lo s e  or bosxhbss psc&fflaR 27. i $ n

IlWi 
Troao. Bill*• M W

S/4JC Cart, of lad.
1/4 * " *
1/4* " " «
l/%% Traao. Hot*#

4 m m

i M

i /4*
l/4* 4th L/L Bda 
1/41 - - 
l/4* l«k *

fr# Si*

w
*

Maturity
m .  14, 1934 
Bar. 7, 1934 

15, 1934 
Ju m  1$, 1934 
D*e. 15, 1934 
Aug. 1, 1934 
Jam 15, 1935 
4nC. 1, 1935 

15, 19*6 
1* 19»
15, 19*9 
15, 19*9 
1, 1938
15. 1933-38 Crtl.d 
15, 1933*38 Unaallad 
15* 1949 
I f , 1940-43 
15* 1943-49

Tot a lt

Aug*
Apr.
Sop*.
roi».
Oot.«c
«
m

I  250 ,0 0 0
3.500.000

350.000
10.684.000
3.863.000
3.250.000 
10,951,800
3i659.no
8.269.000
6.900.000 
1 ,250,000 
6,000,000
250.000

12.380.000 
28,162,050
6.950.000
9.962.000
4.269.000

♦120,296,550

Approxlnata 
Boat Valaaa
0, 375* dlM't 
0.495* " 
100 100 
100 
100 26/12 
101 22/12 
100
100 28/3i 
108 11/12 
102 1/32 
102 25/S2 
99 30/*2 
100 11/32 
I00 14/i2
100 2/32
101 29/32
102 9/32

M arkat 
Bid Prlcoa
0#&0/t dise't 
o.T5jt " 
100 1/32 
99 24/32 
100 8/32 
100 16/82
98 26/32
99 20/62100 12/32 
99 10/32 
99 22/§2 
99 14/H

101 2/12 
101 26/32 
101 9/32
99 12/3* 
99 3/32

APPRECIATION 
in BLACK DZPKSGIATXQft
la M O
# T4.85 

1,710.93 
109.38 

26,710.00 
9,657.50 
9,113.01 
70,826.92 
43,458.94 

101,275.91 
202,528.44 
33,842.02 

184,985.85 
6,202.40 

92,598.12 
391,428.24 
83,070.25 
246,900.23 
134.875.87
#485,641, Hat De­

p recia tion

HOT PMfit HUU2SD OH SALES CLOSE 0T BU8IKESS BSCBHBSR 27, 1933 - ♦ 88,622.11

m x a  anew  m w a n  Account

,1. Jraa*. Bill.• M • ■
«
m
m
m
m
m
m
m
m
#

%/A% Oort, of Ind.
% Troao. Hotoo 

%/*$ Oort, of lad* 
l/5)C Troiio* Hotoo 

Oort* of Ini* 
i  Troao. Koto*

5A$
m  

*/**
% »

O *
M . -ft
* ft
ft ft 

ft
ft ft
I* ft

»/»*l/4* 4th l A  Bd (
*l/t* lat 

1/4* *
1/4-3 1/4* Sr. Bd*

m - ft «* 
ft . -ft 

ft * ft

3, 1934
m 10, 1934• 17, 1934
1* 24, 1934« 31, 1934

Fob. 7, 1934
m 14, 1934
m 21, 1934«t 28, 1934
Mar. 7, 1934•» 21, 1934

28, 1934H 15, 1934
May 2, 193*
Juno 15, 1934

1, 1934
&00. 15, 1934
JtUftO 15, 1935

1, 1935
Apr. 15, 1936
Aug. 1* 1936
Boo. 15, 1936
Apr. 15, 1937
aopt. 15, 1939
Fob. 1, 1938
IHfiO 15, 1938
Oct. 15, 1933-38 Calladf» 15, 1933-3* Uneallad
Itmo 15, 1949n 15, 1949
o«t. 15, 1945

Totala

45.250.000 
32,250*000
41.098.000
26.100.000
16.803.000
12.710.000
33.100.000 
23,851*000
48.319.000
35.894.000
47.135.000
49.845.000 

163,000,000 
118,587*000
134.563.000
156.317.000
172.774.000 
115,748*900
93,753,300 
1791350,$00
51.092.000
96.468.000
68.125.000
80.100.000 
25,570,000 
19,7*0,000 
58,941,200
197,649,800
25,025*000
29,000,000
25.000.000

12,223,149,500

0,662jJdi»«'t 
0.082^ « 
0.100* B 
0.161* • 
0.207* " 
0.20 * " 
0.375* • 
0.367)1 • 
0.389* " 
0.569* " 
0.6991 " 
0.70 * • 
100 2/32 
100 16/32 
100 1/32
100 li/32 
100
101 2/32
100 7/32
101 1/32
102 10/32 
100 27/12 
102 3/32 
102 19/32 
100 U/32 
100 31/32 
100 10/32 
100 13/32 
100 l/32 
100 2/32 
100 14/32

0.50* diao't 
0.50* " 
0,50* * 
0.50* • 
0*60* • 
0.60*
0.60*
0.65*
0.65*
0*75* - 
0.75* “ 
0.75* * 
100 1/32 
100 26/12 
99 2*/M
100 16/32 
100 8/12
101
98 26/32
99 20/S2 
100 12/|2
99 6A2 
99 10/12 
99 22/32 
97 14/32 
99 28/32 
101 2/12 
101 26/32
100 15/92
101 9/i2 
99

3,150.22
4,868.10
9,110.51
6,633.96
6,223.39
5,790.06
9,916.46

10,288.18
21,914,92
12,390.96
5,555.26
6,230.63

17,543.30
396,902.36345,472.14
265, 343.37

1,303,853.75 2,477,943.90
974.208.03 

1,580,424.73 
1,881,597.49 
2,318,284.84
741,992.74
607.075.04 
455,140.09

2,811,496.25
U3.317.26
354,413.89
359l142.A3

$7,939,320.11 Nat Da- 
______________ p ra eia tion

RSI PSOfIT HBAIZiffi ON SAI^S FOR TSAR 1933 !B5LD 1H SB SPSSSK ACCOOMT GENERAL 
a o s s  or bosihsss dkcshbkr 27, 1 9 3 3 ........................................................... -  -

■a* York •» A m * In a.t dapraeiatiaa - - —  - ------ - - - - - - - - -
• » » a praflt. hald in Sucpaaaa Aeeouat - - - ---------

♦955,015.66
2,719,217.14
327,092.86
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July 8, 1933.

Mr. Allan Sproul, Secretary,
Federal Reserve Bank of New York,
New York, New York.
Dear Mr. Sproul:

The Federal Reserve Board notes from your letter 
of July 3, 1933, that your board of directors, at its meeting on 
June 29, appointed Mr* George L. Harrison, Governor of the Fed­
eral Reserve Bank of New York, as a member of the Federal Open 
Market Committee for the remainder of the current year; it being 
contemplated that future selections of a member of that committee 
to represent the Second Federal Reserve District will be made at 
the annual meeting of the board of directors of your bank in Jan­
uary of each year.

You will be advised when the other members of the Fed­
eral Open Market Committee have been appointed.

Very truly yours,

Copy: Mr. Smead (s) Chester Morrill,
Secretary
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c o p y

July 8t 1933

Mr. C. A. Mcllhenny, Secretary, 
Federal Reserve Bank of Philadelphia, 
Philadelphia, Pennsylvania,
Dear Mr. Mcllhenny:

Receipt is acknowledged of your letter of June 28, 1933,
advising that, at a meeting of the Board of Directors of the Federal 
Reserve Bank of Philadelphia held on June 21, 1933, Mr, George W. Nor­
ris, Governor, was elected a member of the Federal Open Market Conmittee 
to represent the Federal Reserve Bank of Philadelphia and Mr, William H. 
Hutt, Deputy Governor, was elected his alternate.

Act, as amended by Section 8 of the Banking Act of 1933, the Federal 
Open Market Committee is a statutory committee; the Board of Directors 
of each Federal reserve bank is authorized to select only one member 
thereof annually; and no provision is made for an alternate. In the 
circumstances, it would seem that an alternate would have no legal status 
as a member of the Committee, even in the absence of the regularly appointed 
representative of his Federal Reserve Bank, and that the vote of an al­
ternate on any matter coming before the Committee could not be counted, 
if a point of order were made against it.

an alternate attending the meetings of the Committee and participating 
in the discussion, in the absence of the regularly appointed representa-

Under the provisions of Section 12A of the Federal Reserve

There would seem to be no reasonable objection, however, to

tive of his Federal Reserve Bank,

Copy: Mr. Smead (s) Chester Morrill, Secretary
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Form. No. 181

Office Correspondence
v

FEDERAL RESERVE 
BOARD

/
b ate  June 10. 1933,

T o Files Subject:.

Mr« Smead
2 — 8495

Dr, Burgess* letter to Governor Black dated June 8, states 
that the $22,000,000 of United States securities purchased for 
System Account during the week ending TTednesday June 7, 1933, were 
alloted to Federal reserve banks on the ratio that each bank’s 
cash reserves in excess of the amount required for a 5 5 %  reserve 
bore to the System total.

SIOa of Operations
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y
federal reserve banks that lend against Government securities at par 

in a l l  cases!

New York 
COLe veland 
Atlanta 
Minneapolis 
Dallas

federal reserve banks that lend at par in some cases and at market in

Boston 
Philadelphia 
Richmond 
Chicago 
St. Louis

Federal reserve banks that lend at market in a l l  cases:

San Francisco

Kansas City -  not mentioned.

(Excerpt from page 8 of Minutes of Qpen Market PolicyJkmferen(a_held in 
Washington, January 11, 12, 1932*)
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mxmh is .  xras.
v u r t i a a  •  T o n n e  -  J J o o t o a  -uestln - ^orri* *
> m c * m p  -  •  C j U w & X a a i !

.;to*o»a • UAixmml - uM©*#© 
o o « i  •  -  * * t »  i o u l a

BaiXoy - oo^ry * uummpolXn 
M»£l».ro * iimtltoa - m^sas city 
. iil̂ h * laooy * i4iXX®o 

N e a t o n  - >  C a X k l n o  -  , « > a n < ) i  a o o

lio.*to& - ;*ay * Xidm/mA 
m mrtoa *  f&aofc * ^tXmta

2s  ordor that your bank any b® «U« to ?lod€» IMI«A aititei

{Mamaoat aoouritioa hoXd i»  Xxttruatfto&t aeouRt and BOt<i&f drmfta,

! d l l «  o f  * m h m g 0 w &  t o a n k o r a  m m & t m m *  h o X * i  f o r  y o u r  a « o o « t  t o y  t f e o  / o t f o n d  

n a a o r ? o  B a n k  o f  f t p *  Y o r k  « a  a o o u r l t g r  f o r  / o d o r a i  f e & o r o o  b e a k  n o t o a ,  i t  i «  

3U $ ® a * t « < l  t & a t  y o u  4 f »  t o  t h o  / o d o f a l  s t a i r f i  & $ m %  a t  * - a » a  f o r k  s i  p o a a r  o f  

a t t o r a o y  * i x s & M m *  t o  f a m  X ~ ? X * * - a  i » e l o » » 4  w i t h  B o a r d 9 a  l o t t o r  % » 7 X 4 6  o f  ^ r l l  

X # 3  *  s u  t t i o r i ' / i n i s  t o  r a o o l v o  m &  h o X 4  f « r  y o u r  a e e o m t  01 r o o t  o b l i g a ­

t i o n *  o f  t h o  U n i  t o d  / t i t  t e a  « a 4  a o t e a ,  d r a f t *  & » d  M i l s  o f  * a w f e a f t # t  b a n J e o r o  

t i o o a p t o x i o o # *  I t  i «  a u g $ « 3t o < l  t h a t  t h o  f o m  o f  p o w o r  o f  a t t o r o o y  r o o d  * •  f o l i o * a 1 
' • K n o w  & X X  n o n  t o y  t h e s o  t h a t  2 ,  . f m a a r e X  a o o o r f o  , < . $9*51

o f  r o d o r a X  j i a a o r v *  M  o f  »  h i * * o  e t m u t n u t o d  a n d  a p a o i n t o d ,  * u d  t o y

t h o o o  p r © » o * * t o  d o  o a i ^ t l t u t o  * m i  a p p o i n t  J .  K o r f e o r t  & m o 9  / # d © r * X  . . ' i o a o r f o  . ^ g o & t  

a t  r o d o j r a X  H r n m m t  B m k  o f  m m  Y o i f c ,  a y  t f i a o  « » d  X « * f * X  a t t o r a o y  i n  f a o t 9  t o  * * »  

a o i i o  f r o a i  M o r a l  H # a o r * o  B a a k  o f  * * *  f t w i  / o d a r a X  . ^ o a o r f o  I t e a f c  o f

i f o *  " f o r k  o r  o t h o r  a u X y  a u t h o r !  s & o d  a g o r * t  o f  i ' e d o r a X  Y & m a n m  B * u &  o f  ^

a n d  t o  J i o X d  f o r  * * a  « - n d  i n  o q t  n m m  * * i * d  * u f e j o o t  t o  m y  o r t i o r  a i r o o t  o b X i n a t i o n s  o f  

t h o  1 * 1  t o f t  v » t a t o a  R i n d  n o t o « f  < S r a f t o #  t o l i l a  o f  o j t o b a x s i p  « m d  b a t d c o r »  a e o o p t a n o o a  

d l l c s i t o X o  t m  o o X X a t o r a X  a a o u r l t y  f o r  I ' o d o r a X  m m w m  t o s u a k  n o t o ®  u m i o r  t b o  p r o *  

r l u l o s R  o f  t h e  o l x t l i  p n r ^ r u ^  o f  o o t i o n  I B  o f  t h e  r o O o m X  : m m r m  „ o t ,  % «
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[ ' ......

w s t m 4 * & 9  m i % h  p M f f  t o  w a r  s a i d  i l t m f  without further « y  i n s t r u c t i o n *

fras* « i  to r a l o o o o  a a *  4oXl*ar t o  M a i  a o o o r v o  B a a *  o f  m m  t o v i e  a o  a g w t  of 
l u d m l  M t i w i  B o o k  o f  ^ a n y  o f  t h a  t a l i  o f e U g o t l o a o  of t t e  B o i t o i  

; > t a t o a  a o  h » U  a m  r o o o i j f c  o f  othor 4 1 x o o t  obligation* of t h a  U a l t o *  s t a t o a ,  

o r  any of a * 1 4  h o o t e r a  a o a o f t a a o o o  a o  h o l d  u p o n  r w o o i p t  o f  o t h » r  h a a h a r a  

a o o o ^ t o a e o o  wliglhlo o o  o o U L a t o r a l  a o o u r l t y  for f o O m X  r a a o n o  l o f t  a o t o a  

a a & o r  H i t  j u r o f l a l o a o  o f  t h o  a i x t i t  y a s o g n p h  of ̂ o o t l o o  I B  o f  t h a  F o d e x a l  H o a o r o o  

iili a o  a r . a a 4 o d t  of a  f a o o  o m m t  aot l o a a  t h a n  t h a  o h X l g a t l o a a  of i l i a  I f e l t o A  

* 4 t a t o o  oar h a a k o r a  a o o o p t a a o o a  o o  r o l o o o o i  a w l  d o l i v o i t t d * "  T b o  I M a r a X  B a o w r w  

Bonk of M o a  t o v k  m i l l  furaloh you t o X o g r a n h l o  on* s x t l l  a d v l c o  c o l o r i n g  a n y  

United Btatoa CknmmMaaft a o o a r l t i o o ,  a o t o a 9  draft** b i l l ©  of o a o h a n s o  or h a a f c o r o  

m o o o p t a a e o a  doyooltod uith o r  withdrawn f x o a  U i o  r«i«ial r o a o rsm a $ a n t  a t  H o o  

T»a* for yoor a o o o u n t  ao oollotajttX aoourlty for Jtedo r a l  r o a o r v o  h o o k  a o t o a  la 
t h o  a o n o  foam a a  it aoa a & r l o a a  you xogarOlag o o H a t o r a X  p l o d g o d  a g a l A a t  F o d o r a X  

roaorto aotoa* - o h e d u l a a  oorarlag oolXatoyol pXodfod a f l o a t  i r o d o r a X  r a a o r v o  

h&nk notoo should h o  furnl&od to th* tfodemX B o a o r f o  Board la t h o  a a a o  a a a n o r  

and to th# aoao oxtoet oa a«&odulo* o*» no* famis&od o o r o r i n g  o o l l x t t o r a l  

£ M g o d  w i t h  t h o  I M i i s X  r o a o r v o  agant a g a i n a t  F o d o r a X  i t o r n  n o t o * »

IwivUX*
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3  3 2 . / /
M t m r r  2U ,  1933

G o v e r n o r  M e y e r  

M r *  S n e a d

I n  a c o o r d a a o e  w i t h  y o u r  t e l e p h o n e  r e q u e s t  w e  h a v e  p r e p a r e d  t w o  

s t a t e m e n t s  o n e  s h o w i n g  t h e  a m o u n t  o f  s h o r t - t e r n  T r e a s u r y  s e c u r i  t i e s  

b a l d  l a  t h #  s p a o i a l  i n v e s t m e n t  a c c o u n t  t  a r r a n g e d  a c c o r d i n g  t o  m a t u r i t i e s  

a n d  t h e  o t h e r  t h a  a m o u a t  o f  t h e  v a r i o u s  i s s u e s  o f  T r e a s u r y  c e r t i f i c a t e s ,  

Treasury b i l l s  a n d  T r e a s u r y  n o t e s  o u t s t a n d i n g  a n d  t h a  a m o u n t  o f  e a c h  

i s s u e  b a l d  I n  t h a  S y s t e m  s p e c i a l  I n v e s t m e n t  a o o o u f l t .

I t  w i l l  b a  n o t e d  f r o m  t h a  f i r s t  m e n t i o n e d  s t a t e m e n t  t h a t  o n  * e b ~  

r u a r y  1 5 ,  1933* * h e  S y s t e m  h e l d  i n  t h e  s p e c i a l  i n v e s t m e n t  a c c o u n t  s l i g h t l y  

s o r e  s e c u r i t i e s  h a v i i * |  a  M a t u r i t y  w i t h i n  s e v e n  m o n t h *  t h a n  t h e y  h e X d  o a  

A u g u s t  3» 1932! * * * * *  t h e  a m o u n t  m a t u r i n g  w i t h i n  o n e  y e a r  w a s  a p p # o x i * -  

m a t e l y  $ X 5 0 # 0 0 0 , 0 0 0  l e s s  t h a a  o a  A u g u s t  3,  1 9 3 2 ;  « & d  t h a t  t h e  a a o t t a t  

m a t u r i n g  l a  f r o m  o a e  t o  f i v e  y e a r s  w a s  $ * * 1 8 , 0 0 0 , 0 0 0  o a  I t e b r u a r y  15,

1 9 3 3 *  * •  o o a p a r e d  w i t h  # 2 0 1 , 0 0 0 , 0 0 0  o n  A u g u s t  3 .  1 9 3 2 .

O a  A u g u s t  3 ,  1 9 3 2 .  « h a  S y s t e m  h e l d  $ 7 ^ . 0 0 0 , 0 0 0  o f  s e c u r i t i e s  

w h i c h  h a v e  s i n c e  m a t u r e d .  l a  r e p l a a l n g  t h e s e  s e c u r i t i e s  t h e  f e d e r a l  

r e s e r v e  b a n k s  h a v e  c o n f i n e d  t h e i r  p u r c h a s e s  l a r g e l y  t o  t h a  s h o r t e r  

t e n s  s e c u r i t i e s  b u t  t o  t h e  e x t e a t  o f  a p p r o x i m a t e l y  $ 8 8 , 0 0 0 , 0 0 0  h a v e  

i n c r e a s e d  v b t i r  h o l d ! a g e  o f  T r e a s u r y  n o t e s  h a v i n g  a  m a t u r i t y  4 n  e x c e s s  

o f  t h r e e  y e a r s .
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H o l d i n g s  of f r a a s r a r y  t o o t a s  M a t u r i n g  a f t e r  F e b r u a r y  193& h a l d  

on A u g u s t  3« 1932» w e a k l y  c h a n g e s  the r a i n  t i n e a  t f c a t  d a t a  w e r a  

a t  f o l l o w * :

fe in t  MBfl■ yt*Tfrity fftwi

M MAuguet 3 |23,fe 5,000
♦*1*. 500,000• 10 28.325,000

• l? 30.825.000 ♦  2 . 500.000
Sept. 21 57.ffi5.000 427,000,000

• 20 55,325.000 - 2 , 500,000
Oct. ll| S§,608,500 -  5.716.500

* i f 11,108,500 -38.500.000s 2q
lU ,880,000

-11,108,500
Dse# 21 ♦lH, 8®,000
• 28 19, 880,000 ♦ 5,000,000

3l.H20.000 ♦ u . 5>»,0007«K 1
* 8 8U.220,000 ♦52,800.000
• 15 112. 770,500 ♦27.550.500

2he only United States Goveraaent bonds held in Special Xnvestwnt
Account are Liberty bends of which $335#6l6,000 were held both on August
3, 1932 and febnaary 15, 1933* Baring this period $**8,000,000 of ttrtt
Liberty 3-*/2 cent bonds were replaced by $6,000,000 of first Liberty
k-l/k per oent and $*12,000,000 of Jourth Liberty k-l/k per cent bonds, as
indicated by the table below;

051*22 3SATES B02TDS H3LD IH SP1CIAL XHYBfflfBTC AOCOUKF
OB AUGUST 3, 1932, ahd » .  15, 1933

Atir> 3- 1QT2 jfeb. 1*L 19'
1st Liberty ^-1/2* $73*025,000 $25,025,000

• .vn let Liberty *Ul/%* 23,000,000 29,000,000
Uth Ul>«rty U-l/l|# 233.691.000 281.^1.000

ToUl 335,616,000 335.6l6.000
+ilature June 15, 19̂ 7* oallable on any interest paynent date on 6 months notice.
#kSatare Oct. 15, 193S callable on any interest payment date on 6 months 
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IttOTBITT OS I. EAS'Ui-J HQCK3, CiaSIFICAMS Oi' IJDlffltB) S3 lD 
TRKASUET BILI3 HSU) IK SYSTSM SKSCIAL I.WSST’SBT «C03t> T.

OH ADGU3T 3, 1932. JCD fffiHUABT 15, 1933

Aa ̂ist 3. Vei>. 15.
XQ32 .If 31

i'feturinf: within -
X month $192,056,000 l2po.975.ooo
2 month* 46.506,500 274,825.000
3 months 6 19,34 2 ,0 0 0 449,3 2 2, err
4 months 6 19 .34 2 ,0 0 0 5S2.3H7.ooo
5 months 733.039.000 532.347.000
6 months 7*46,314, ooo 582.3^7.000
7 months 746.314.ooo 7 72, S80, 000
8 months 899.339.Ooo 772,880,000
9 months 1,002,991.500 772,880,000
XO months 1.002,991.500 850,984,000
XX months 1 ,098,066,50 0 850,984,000
X yaar 1 ,098,0 66,50 0 850,984,000
2 years 1.197.566,500 1,065,536,000
3 years 1.275.166.500 1 ,1 5 6 ,0 13 .0 0 0
4 years 1.298.991,500 l,ln5,443.000
5 years 1.298.991,500 1.268.783.500

To tel maturing rafter X year 200.925.000 417.799.500
n n h  ̂y®ars 101,425.000 203.247.500
M M H 3 years 23.825,000 112.770.500
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T R E A S O B T  BILLS, CSRSiriCATES OF I33BT® H RSS AHD T E E A 3 U R T  SOTES 
QUTST.'.HDING B Y  ISSU28. OK JAWAHT 3 1 . 1933. -A® AMODWS 1H3R30F 

HELD IH ST3TXH SPECIAL IOTSSTISJ.T ACCOUNT 03 FJBHBAJBT 15. 1933

T r e a s u r y  M i l t

Outstanding In System Special
Jm I ■ jlslO'W InTestnent Account

Maturing 2-23-33 $60,000,000 • ' $*10,000,000
3- 1-33 100,000,000 • 30,000,000
3-29-33 100,000,000 • 24,400,0004-12-33 75,100.000' 30,000,000 

' 4-19-33 75,000,000 • 29,000,000
4-26-33 80,000,000 ' 31,100,000
5 - 1 0 - 3 3  * * 7 5 , 2 0 0 , 0 0 0  >  1 0 0 , 0 0 0

5-17-33 f75.200, o o o 15.300,000
* * O u t s t u a d l n < ;  o n  F e b .  S ,  1933 ( d a t e  o f  I s s u a n c e )  •

#Ont tending on Fell. 15, 1933 (date of Issuance)'

Swiltfl,salsa it latoMtfams
3-3/4 per c e n t  3-15-33 660, 700, 0 0 0 ' 151,000, 0 0 0 '
2 • 3-15-33 33. 600,000 ■ —
2 » 5-8-33 239,200,000 • 114,300,000 - 
1- 1/2 " 6-15-33 373, 900,000 • 117, 700,000 •
1-1/4 " 9-15-33 451,400,000 ■ 190, 500,000 *
3-4 • 12-15-33 254,400,000 • 78,100,000 • y /

treasury n o tee
3 p e r c e n t  5-2-34 244,200,000 - 92,000,000 •
2- 1/8 « 8-1-34 345.300,000' 122. 500, 0^0 •
3 » 6-15-35 416,600,000 • 90,50^,000 •
3-1/4 « 8-1 -3b 365, 100,000 ■ 12,100, 000- 
£*3/4 " 12- 15-36 360, 500. 000 . 27, 400, 000- 
3 * 4- 15-3 7 508,300,000 . 24,200,000- 
3- 1/4 " 9-15-37 834,400,000 - 32,800,000 •2-5/8 * 2-1 -38 *277,500.000 f 16,400,000 •

• O u t s t a n d i n g  o n  F e b r u a r y  1, 1933 ( d a t e  o f  I s s u a n c e } . '
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X-7321
F E D E R A L  R E S E R V E  B O A R D

STATELIEST FOR THE PRESS. %

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

b

The Open Market policy Conference of the Federal Reserve System, 
with representatives from all of the twelve Federal reserve banks in 
attendance, concluded its meetings with the Federal Reserve Board today.- 
The sessions of the Conference were devoted to a review of economic, 
business, financial and banking conditions in each of the twelve Federal 
reserve districts and to the economic and financial situation in the 
country as a whole.' Particular reference was made in the discussions 
to the workings and effects of the open market policy thus far pursued 
by the Federal Reserve System during the course of the economic depression. 
Consideration was also given to the attitude of the System in adjusting its 
operations to conditions and needs as they may change and develop*

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

With this purpose in mind, the Conference has decided that there should 
be no change in the Sys%w*s policy intended to maintain a substantial amount 
of excess member bank reserves, the continuance of whicji is deemed desirable 
in present, conditions. " Adjustments in the System1 s holdings in the open 
market account will be in accordance Trith this policy.
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jjZv.y/

January 3» 1933

j x a a t n m u L

MMORAHDUM FOR OPM-MRKET POLICY CONFERENCE

In recent weeks business has been marking time. After increasing con­
siderably between July and September, it has remained relatively stable at a 
level somewhat above the low point, showing resistance to further declines* 
Commodity prices, however, have lost all of their mid-summer gain and are on 
the lowest average level of the depression. There is little activity in the

jdhuJh>-~J-
capital market. Prices of bonds have shown a gradual downward movement,^ * 

while stock prices have fluctuated around a fairly constant level; prices of 
both classes of securities are considerably above the mid-summer low point.

Credit conditions have improved, bank failures are not as numerous as 
in the early part of the year, currency is being returned from hoarding, and 
the country1 s stock of monetary gold has regained somewhat more than half of 
the losses from the high point of the autumn of 1931* United States Govern­
ment securities held by the reserve banks have been held at a constant level 
of $1,S50*000,000 since last August. Additions to the stock of gold, however, 
together with the return flow of currency from hoards and the issue of national 
bank notes, have resulted in a growth of member bank reserve balances, which 
at the present time are in excess of legal reserve requirements by more than
$50 0,000,000.

Notwithstanding the large volume of excess reserves, which has been main­
tained for several months, the volxime of member bank credit has been declining 
since the middle of October. The banks* investments have remained at a fairly 
constant level, while their loans, both on securities and commercial, have de­
clined further. Total loans and investments of reporting member banks in 
leading cities on December 2 1 were about $250,000,000 lower than on October 1 9 ,
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but still $5 5 0,000,000 higher than in mid-simmer, The increase since the sim­
mer has been all at banks in New York City and all in investments, not in 
loans.

The picture, therefore, is one of the economic machine of the country 
poised at a low level, slightly above the lowest depth reached last s-um- 

mer, showing some power of resistance to forces both national and internation­
al pulling it downward, but with the direction of the movement in the New Year 
still beset with great uncertainties.
Reserve system*s open-market program

In these circmnstances, the open-market policy of the Federal reserve 
system to be determined at this meeting is of even greater importance than at 
other times, The system holds $1,850,000,000 of United States Government se­
curities; discounts and acceptances are at a low level; reserves of member 
banks are high and increasing as the post-holiday return flow of currency pro­
ceeds; short-time money rates are at a record low level; gold reserves of the 
reserve banks are ample, but the banks are pledging $^2 9,000,000 of United 
States securities as collateral for Federal reserve notes, and if the authority 
to pledge Governments as collateral were withdrawn, the banks would be $335»~ 
000,000 short in their gold position.

In determining upon a program of open-market policy the maturities of 
United States securities held should be completely disregarded. These matur­
ities are an accidental matter and there is no reason why the amount that 
comes due at any given date should influence the system* s policy.
There is no more reason for letting our portfolio go down as the result of 
maturities than there was for buying securities in proportion to new issues.
The system must decide on a guiding principle for conducting its open-market 
operations in the light of credit conditions and developments, and not on the
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basis of a fortuitous circumstance like the maturity composition of its port­
folio.
Alternatives to be considered

Several alternative courses of action may be considered:
(l) A program of extensive selling of securities. Concretely, to sell 

between $50 0,000,000 and $1,000,000,000 of securities in the next three months.
Proponents of such a program claim that, if carried out, it would relieve 

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

On the other hand, such a course would be a policy of deflation in the 
face of business stagnation and credit contraction. With business at low lev­
els and at best only showing a capacity to resist further declines, with prices 
still drifting downward, and with bank credit continuing to contract, a defla­
tionary policy by the federal reserve banks could not be seriously contemplated 
by the system. It would be a factor in making conditions worse; would result 
in greater difficulty in obtaining credit by trade and industry, and in a de­
preciation of Government and other securities held by the banks and insurance 
companies. It would also tend to defeat |tself by increasing the flow of gold 
from abroad and by increasing the inducement for national banks to issue more 
bank notes. Such a policy would dissipate the good will which the system has 
been able to preserve through these trying times.
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(2) A policy of moderate reduction of the portfolio, fixed in amount at 
an arbitrary figure, such as $250,000,000, to be accomplished at a weekly rate 
to be determined. Such a program could be left somewhat flexible by modifying 
it in case the return flow of currency exceeded or fell below the expected 
amount. In general, this plan would result, barring unforeseen circumstances, 
in the maintenance of excess reserves of member banks near their present level,

(3 ) A definite policy of selling securities in volume sufficient to off­
set. £he return flow of currency and the inflow of gold. Such a policy would 
involve definite recognition of the fact that the central objective of the re­
serve system^ credit policy has been the volume of excess reserves of member 
banks and the pressure that these reserves exercise in the direction of resump­
tion of activity. It could be decided that the system will maintain excess re­
serves within a determined range, such as $250,000,000-$500,000,000, or some 
narrower range. This would mean that securities would be sold when excess re­
serves exceeded $500,000,000 and bought when they fell below $250,000,000, or 
s o m e  other determined level. Such a plan would be logical and purposeful. It 
might, however, establish a precedent and furnish a formula which might cause 
difficulty to the system at other times, when such a course would not be desir­
able, There was a plan in Congress, proposed as an alternative to the price 
stabilization bill, to instruct the Federal reserve system to keep the total 
volume of member bank reserves at a given figure. Such a legislative mandate

■priiaeipl̂ , therefore, although sound in theory, might be undesirable on the 
ground of inexpediency. If it were presented5 however, as the intention of 
the system, in view of large excess reserves, to offset for the present factors

would be destructive of any rational Federal reserve policy. Adoption
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tending to increase reserves still further, it would not carry a definite
Tv, •• v ■

implication of a formula.
This plan could be modified by a decision to offset the return flow 

of currency, but not the inflow of gold. The reasoning back of such a

would be thfct gold imports, beoause they reduce the reserves 

of banks in other countries, should be permitted to exert their fu ll in­

fluence on the reserves of banks in the United States. She domestlo de­

m a n d  for currency, on the other hand, has been met without an increase in 

mesiber bank Indebtedness, partly beoause it  was considered undesirable to 

permit an abnormal development like the hoarding movement to put the banks 

heavily into debt and thus to exert a tightening Influence on credit con­

ditions* In these clroumstanoes, it  would be consistent at this stage to 

absorb the return flow of currency through the sale of United States Govern- 

ment securities, particularly since the member banks are borrowing lit t le  

from the reserve banks and have a large volume of excess reserves. Suoh a 

modification of this plan would s t i l l  have the effect of shifting the em­

phasis from the voltmte of security holdings by the reserve banks, which is  

not directly relevant to tha credit situation, to the volume of excess re­

serves of member banks, which should be the central point in credit policy.
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(U) A modification of this plan might "be to -undertake to sell securities 
when excess reserves exceed $500,000,000, but to make the sales equal to one- 
half of such excess and not to exceed a fixed amount, say, $25,000,000 a week. 
This plan would mean that when excess reserves were $550»000,000, $25,000,000 

would be sold; if they were $575*000,000, there would still be $25,000,000 

sold; and if they were $520,000,000, there would be $10,000,000 sold* A dis­
advantage of this plan would be that it would look too ingenious, and that it 
involves precision of action in a situation full of unknown factors.

(5) Another plan would be to have no sales at all, and to allow excess 
reserves to increase to the full extent of the return flow of currency from 
circulation and the inflow of gold from abroad. Under this plan the excess 
reserves would increase probably by $300,000,000 or more in the next two or 
three months; short-time money rates would become still easier, and in general 
the situation would represent an accentuation of the conditions which have pre­
vailed since mid-summer. This plan might result in the elimination of interest 
on deposits in central reserve cities and in a further reduction in other cities; 
this would tend to remove the pressure for activity exercised by excess reserves. 
A disadvantage of this plan would be that it might give the impression that the 
volume of Government securities held by the reserve system is frozen at $1,8>50,~ 
000,000. If that figure becomes thoroughly imbedded in the minds of the public, 
a departure from it would have an exaggerated effect on the public mind.

(6) A modification of this plan would be a policy of selling about $10,-
000,000 a week for three months. This volume of sales would still allow excess 
reserves to increase, since the return flow of currency and inflow of gold is 
almost sure to be in larger volume, unless unforeseen developments occur. Sales
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at the rate of $10,000,000 a week would simply he notice that the amount of 
Federal reserve participation in the Government security market is not a fixed 
and inflexible quantity, but can and will be modified as occasion arises„

In considering these various alternatives and others that may be suggested, 

they may be grouped in general under three broad classifications:
(a) A policy of sales— extensive or moderate— (plans 1 and 2).

(b) A policy of maintenance of excess reserves near present level 
by buying or selling to offset other factors (plans 3 &nd *+).

(c) A policy of no action or little action, permitting excess re­
serves to increase further (plans 5 and 6).

When a program for the next few weeks is adopted, it would appear desirable 

to make it definite enough to be capable of being understood by the public.
This does not necessarily mean that an official statement would have to be is­

sued, as the information could be conveyed to the press in general terms and 

informally. It is important, however, that the public should understand at 
this time what the Federal reserve authorities propose to do.
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CQNFIDBNTI1L Decomber 31, 1932.

PRELIMINARY M3M0RiNDUM FOE THE 0PM MARKET POLICY CONFERENCE*
JANUARY 4, 1933.

When the decision was made last February to begin open market purchases 
of securities the primary aim of the policy as revealed in the discussions was 
to check the unprecedented liquidation of bank credit which was exerting a 
seriously depressing influence on business and on prices. It was hoped that 
purchases of Government securities would enable member banks to pay off indebt­
edness and accumulate some excess reserves, with -the consequence that the 
pressure to liquidate might be lessened and a moderate expansion of bank credit 
might occur, which would exert same influence in the direction of a recovery in 
business and in commodity and bond prices.

In the first half of the year funds made available by open market 
operations were largely absorbed by gold exports and currency hoarding, tut in 
the second half of the year both these movements were reversed and, with the 
discontinuance of open market purchases, currency ret urns and gold imports were 
largely responsible for building up excess reserves and so became the active 
factors operating towards the objectives which had been set for open market 
operations.

Changes in Credit and Business
There have bee®, substantial results towards achieving the objectives 

outlined above. These results may be summarized as follows:
(1) Member bank borrowing. When the open market policy was under 

discussion doubts were expressed as to the possibility of reaching the member 
banks outside of principal a enters, whose borrowings accounted for a major part 
of reserve bank discounts. Since February 24 when purchases of government secur­
ities were begun discounts have been reduced from $835,000,000 to $265,000,000.Digitized for FRASER 
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(2) Bank credit. Loans and investments of the reporting banks stopped 

declining in July and since that time have increased by $500,000,000. The in­
crease was wholly in government securities though other forms of credit have shown 

greater stability* The increase also v/as concentrated in New York, but in other 

parts of the country the decline in credit has been checked.
(3) Bond market> The bond market mado a recovery of about 25$ and 

then lost approximately half the gain. The reaction was fallowed by a number of 
weeks of relative stability, and there is now some evidence of renewed strength.

In recent weeks buying of long term government securities by ban3.cs, insurance com­
panies and investors has resulted in new high prices since the autumn of 19 31, and 

this buying movement appears to be spreading into other parts of the bond market. 
The prospects for an improved bond market are better than for some weeks past.

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

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

lower gold prices.
(5) Business. The volume of business as measured by production indexes 

rose about 14 per cent but has lost part of this gain*
The present situation may be summarized by saying that a good start was 

made tov/ard recovery, that this movement has been interrupted, and is now hesitant 

and uncertain. The improvement in sentiment is perhaps even more marked than the 

improvement in the statistics; but in this respect also sone ground has been lost 

in recent weeks*
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Precedents in Earlier Depressions

Whether or not these developments in business and in prices are to be 
viewed as disappointing depends very largely upon expectations, A comparison of 
recent developments with those of previous periods of depression shows that recent 

events have followed much the usual pattern of business recovery from depression 

which is usually highly irregular and uncertain in the early stages.
The accompanying series of charts indicates the sequence of events in 

the more important depressions of the past fifty years. The emount of excess
»reserves that accumulated in New York banks in each of these periods, and the 

lapse of time before a sustained recovery in prices and in business activity got 

under way are summarized in the succeeding table*

Excess reserves - N, Y. City Banks
Amount Per cent of

Period ($ million) Requirements

1884—T85 26 to 64 34 to 67
l893-,94 39 to 100 37 to 74
l896-*97 33 to 55 25 to 38
1908 30 to 58 11 to 18
1921-522 (Practically none; borrowings equal to

1 1/2 times reserve requirements retired)
1932 (since July ) 100 to 300 14 to 40

Lapse of time until sustained rise in bond prices began
1884-T85 - about 6 months 
1893~T94 - practical^ none 
1896-*97 - none 
1908 - practically none
I921-f22 - Y/ithin 3 months of substantial reduction in 

bank indebtedness.

Lapse of time until sustained rise in business activity began

1884~*85 - nearly a year and a half 
1893-*94 - about 10 months 
1896-T97 - about 10 months 
1908- - about 6 months
l92l-,22 - about 6 months after substantial reduction 

in bank indebtedness
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Lapse of time until sustained rise in commodity prices began
1884-’85 - over two years
1893-*94 - limited rise after at least 1 l/2 years
1896-197 - about one year
1908 - gradual rise within 3 months; more rapid after

1 year
1921-T22 - about a year after substantial reduction in 

bank indebtedness

Present and Prospective Reserve Position,
Excess reserves of member banks have generally been maintained since the 

November meeting of the conference at something above $500,000,000. Christmas 
currency demands proved smaller than were expected, and gold receipts which in­
cluded the $95,550,000 debt payment of the British G-ovemmsit were larger than had 

been expected. Hence the member banks come to the end of the year with between 

$500,000,000 and $600,000,000 of excess reserves. This figure will be increased 
after the turn of the year. It remains to be seen how large the return flow.of 

currency will be for we do not know whether the small Christmas takings of currency 
were due wholly to the depressed conditions or reflected some return of money from 
hoarding. The gold flow is definitely toward this country. From these two 
causes a gain to reserves may be anticipated in the next six weeks of anywhere from 

$200,000,000 to $400,000,000, in the absence of any unusual circumstances*.

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

{1) Location. Excess reserves are now largely concentrated in New York 

and Chicago as shown on the attached chart. In both these cities, however, the 

increase in excess reserves has been paralleled by an increase in amounts "due to 

banks” so that the excess funds really represent largely funds of out-of-town 

banks and the pressure to put these funds to work rests not alone on the New York 

and Chicago banks but on the banks generally throughout the country. The excess
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of reserves is thus widespread in its influence.
Time* The e^erience of the past summarized in a previous chart 

indicates that the effectiveness of excess reserves depends in part on the length 

of time they are hold. In previous periods of depression it has frequently taken 

six months to a year for very large amounts of excess reserves to find reflection 
in business.

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

the confidence the banks feel in their continuance. In the pre-war days it was 

believed that excess reserves would continue until they were used; there was no 

mechanism for absorbing them. In recent months there has been uncertainty as to 

the effects on excess reserves of Federal reserve policy or possible demands, upon 

the banks.

Foreign Influence.
During the year influences from abroad have been important and at times 

dominating. Early in the year gold v/ithdrawals were disturbing. When the gold 

movement turned,strengthening our position but weakening the European position, 

depreciating exchanges became a depressing influence on world prices as noted above. 

The debt uncertainties were a disturbing influence second only to the political 

campaign.

Debts, Prices, and Recovery.

While the financial and business situation shows now a considerable im­
provement from the position of mid-summer the improvement is not sufficient and 

the direction of movement is not sufficiently well established to assure a solu­

tion to the major economic problem which confronts this country and other countries 
as well* That problem is whether the economic structure must be readjusted 

to conform to something like the present price level and volume of business or 

whether we may expect in a reasonable period of time sufficient advance from
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the present price level and sufficient resumption of business activity so that a 

general readjustment of debts will not be necessary.
The condition of panic which prevailed last ^ring has been checked but 

the critical problem of prices and debts remains. It is clear that a continuance 
of the present price level and the present volume of business activity would in­

volve a vast readjustment of the entire debt structure, including readjustment of 
a number of-banking situations. The question arises i/yhether the grinding process 
of deflation of recent months must continue or whether it would be preferable to 
move decisively either for a more rapid deflation or for some measure of inflation. 

The improvement which took place fron mid-summer into the autumn gave some reason 
to hope that recovery might go far enough and rapidly enou^ to relieve greatly 

the weight of debts. The question now is viihether that recovery can be resumed or 

not. The question is complicated by widespread public and political interest 

both in this country'and abroad so that every decision in the field becomes in seme 

sense apolitical question.
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1919 -  B e s e r v e  f o r  d e p r e c i a t i o n  o f  f o r e i g n  e x c h a n g e  $325.7**1.3 5 c o m b i n e d

w i t h  r e s e r v e  f o r  s e l f  i n s u r a n c e  f o n d  a n d  s h o w n  a g a t b s t  c e p t l o n  

■ S p e c i a l  r e s e r v e s 11 -  p a g e  2 3 * *  o f  1 9 1 9  A n n e a l  B e p o r t .

1 9 2 0  -  H e  s e r v e  f o r  d e p r e c i a t i o n  o f  f o r e i g n  e x c h a n g e  $ 106, l 6f c  .69 o o w f o l n e d

w i t h  o t h e r  r e s e r v e s  a n d  s h o w n  a g a i n s t  c a p t i o n  " S p e c i a l  r e s e r v e s *  

p a g e  2 2 2  o f  1 9 2 0  A n n u a l  B e p o r t .

1 9 2 * *  -  S e t  a p p r e c i a t i o n  o n  f o r e i g n  a x d i a a g e  $ 173*055.96 s h o w n  m o n g  “ A l l  

d t h e r *  a d d i t i o n s  t o  c u r r e n t  n e t  e a r n l q g s  -  p a g e  113 o f  192* *  

A n n u a l  B e p o r t .

1926 -  l e t  a p p r e c i a t i o n  o f  f o r e i g n  e x c h a n g e  $ 5*262.62 s h o w n  a m o n g

" A d d i t i o n s  t o  c u r r e n t  n e t  e a r n i n g s *  -  p a g e  1 2 7  o f  1 9 2 6  A n n u a l  

B e p o r t .
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Form  No. 131 I
Oifflpe Corresponuence FEDERAL RESERVE 

BOARD natP Deoember 12, 1938

Office Memorandum Subject:. ¥ ~
i / ‘

From Mr. Van Jos sen

Mr. Freeland, Supervisor of General Ledger Section, Accounting Division, Federal 

He serve Bank of Hew York, gave me the following figures on the par value, hook value, 

and market value and appreciation on United States securities held in special invest** 

ment account on November 3 0*

Securities in System SpecialL Investment Account on November 30. ]l<332, ..
Par Value Book value Market value -  Dec. AppEfei^tiPJi__

1st Liberty Loan 3$ $25,025,000 
1st Liberty Loan 29,000,000 
kth Liberty Loan 2*1,591,000  
A ll other* 1.303.991.500

$25, 066, 1*66.55 
29,178,3^9.57 
286,391,887,45 

1.306.97MS5.86

$25,>*78,578.13 
29.61*3,437.50 
291,10(6,685.00 

i-3i6.oiit.o2i.ee

$1*12, III.58 
‘*65.087.93 

5.051*. 797.55 
9.039.535.94

Total 1,639.607,500 1,647,611,189.1*3 1,662,582,722.1*3 1**. 971.533.00
♦Comprizes $}^1$J$S9000 Treasury notes, $59^,2^5,500 Certificates of indebted­

ness, and $357,958,000 Treasury hills.

Mr. Miller of the Securities Department later informed me that the premium on all 

United States se-curities, subject to call before maturity, is being amortised to the 

nearest call date, i.e., in the case of the First Liberty bonds to June 15, 1933* since 

that is the earliest date as of Which the bonds can now be called. Under this proceedure 

it is obvious that the premium on Liberty bonds held in special investment account would 

never be completely amortized prior to the maturity of the bonds unless they were actual­

ly called. While I am sure we did not have this in mind ufaen we issued the instructions 

with regard to the premiums on callable bonds it seems to be in accordance with the 

spirit of those instructions.
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j j j

Office Correspondence
FEDERAL RESERVE 

BOARD

To. Mr. Smead Subject:.

Date October 1 1 .  1932
“2 / / 
z )  V'

From Mr, Ifrrlck

The 1927 earnings and expense table In the Board's annual report for 

year has a note on the Item tra velin g  expenses11 reading "Other than 

i connected with governors' and agents1 conferences and meetings of 

lrectors and of the Advisory council,N

In the yea* 1028 and subsequent reports the reference to "directors1 

meetings11 has been eliminated althou^i traveling expenses of directors are 

s t i l l  included in the item "Directors meetings" rather than in the item 

"Traveling expenses,"

Mr, McClelland Inquired as to fhether traveling expenses of d irecto r  

were included in "Traveling expenses" or in "Directors meetings" when he pre­

pared the attached draft of letter to Mr, N. &• Olney,

In appears to me that the note on the item "Traveling expenses" 

should be the same as shown in the 1927 A, H, and I recommend that the earn­

ings and expense table In the 1932 Annual Report be dhanged accordingly,

Ve are unable to determine from the records i&lq authorised the 

change in the 1928 report or why l t  was made, ^

DiV'Si0D of Bank Operations
/  0  ' / /—  s§ >"

F i l e  No.. I / /J/y- A :r f
If I
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—  REPORT OF OPEN MARKET OPERATIONS TO MEETING OF OPM MARKET POLICY v .
«  «  HELD AT WASHINGTON» D. 0.. TOLY 14. 1 9 3 ^ ,  C_

As reported to the last meeting of the Open Market Policy Conference held 
in Washington on May 17* 1932, the total holdings of United States Government secur­
ities in the System Special Investment Account on May 14* amounted to $1,219,8211000 
There remained an unexpired authorization for purchase of $96,995,000*

At that meeting a resolution was adopted, and approved by the Federal Re­
serve BoarA* authorizing the executive committee of the Open Market Policy Confer** 
ence to continue the purchase of government securities for the System Account up to 
a total of $500,000,000 in addition to previous authorizations. The executive coiu- 
mi-ttee voted that approximately $80*000,000 of government securities should be pur- 
‘chased in the statement week ending May 18, if available, and it was agreed that the 
amount of purchases in the following weeks should be determined from time to time 
by telephone. At a meeting of the executive committee on June 16, a proposal was 
made and agreed upon as follows: (1) that until further notice sufficient purchases 
of government securities should be made to keep excess reserves of member banks at a 
figure between $250*000#000 and $300,000,000; (2) that the System should continue to 
show an increase from week to week in total holdings of government securities; (3) 
that in the coming week it appeared that this purpose might be accomplished by 
smaller purchases, but at the end of June the Reserve banks should be prepared to 
do whatever was necessary to meet the situation#

Under the authority of May 17, purchases of government securities were 
made for System Account as follows:
For delivery - May 16 to May 18, inclusive (This amount $76,639,000

together with $4,500,000 purchased for 
delivery May 11 to May 14, reported to 
previous meeting* made a total of 
$81,139,000 purchased during week ended

58.520.000
50.003.000
69.500.000
46.850.000
38.250.000(see note on following page) 030.000.00020.000.000 

$389*762,000

♦f if May 18)• 
Week ended May 25tt tt » W June 1tt t» tt ft n 8tt t» - tt t» tt 15♦r tt •» tt tt tt 22tt tt <*» ft It tt 29tt » n tt July 6tt tt •at it tt ft 13
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These purchases, which were made by the following Federal reserye banks in their 
respective markets*

Boston & 1,500,000 Chicago $16,100,000
New York 559,740,000 St, Louis 200,000
Philadelphia 1*950,000 San Francisco 10,272*000

brought the amount of total holdings in the System Account up to §1,609,583,000
" NOTEt In the statement week ended June 29, the Federal Reserve

Bank of Chicago purchased from its member banks $41,515,000 
government securities which it is retaining in its own 
investment account for the present, and as this increase 
in its holdings was reflected in the System Statement 
it was decided to show no net increase in System Special 
Investment Account.

Transactions effected in the System Account since May 14, other than new 
purchases of government securities, consisted of

(1} Redemptions Replacements purchased in the market
$  16,111,000-Treas,Bills due May 18, 1932 $16,111,000-Treas.Bills due Aug. 17, 1932
14.907.000- M " " ” 25, 1932 14,907,000- M " " " 24, 1932
50.087.000-* M " " June 1, 1932 50,087,000- " " w " 31, 1932
36.550.000- " *» » w 29 f 19S2 36*550,000-Various issues of C/l & T/N
41,000,000- " " " July 13, 1932 40,000,000-Treas.Bills due Oct. 11, 1932

________ __  1,000,000-5# T/N " May 2, 1934
$158,655,000 $150,$55,000

(2) Exchange pursuant to Treasury offering dated June 6, 1952:

$ 29,550,000-2 3/4$ C/I due June 15, 1932 for §14,775,000-1 1/2%  C/I due June 15, 1933
14,775,000-5 %  T/N " " 15, 1835
#29,550,000
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ISxchanges In the maiteet at advantageous rates
Sold

13,000,000-2 3/4# C j T h i e
34.500.000-Treas.Bills *»
5.150.000-* " M *

25.250.000-3 1/8$ C/I
7.500.000-1 1/8$ "
1.000.000-3 $ *
7.500.000-3 1/8$ M
3.500.000-3 1/4$ T/N 
250,000-3 3/4$ C/I

2,500,000^3 3/4$ "
1.000.000-2 $ w 
3,OOQ,000-3 $ T/N
6.500.000-3 5* " 

-6,000,000-3 1/2$ 1st L/L
$115,650,000

June
July
Aug.M
Sept,ti
Oct.
Dec.
Feb.
Mar.
May

tt

June
Bds*

15, 1932 
13, 1932 
17, 1932 
lf 1932 
15, 1932 
15, 1932 
15, 1932 
15, 1932
1, 1933 
15, 1933
2, 1953 
2* 1934
15, 1935

Purchased 
442 ,00O-Trea s.Bi'l 1 s due Aug*

1,000,000- " ” 
12,000,000-1 1/8$ C/I
3.058.000-3 $ *»
1.000.000-3 1/8$ "
5.200.000-3 1/4$ T/N
1.950.000-3 3/4$ Q/1
2.000.000-2 $ "
47.750.000-1 1/2$ * 
6,000*000—3 $
23.750.000-3 $ "

»t
t t

tf

tt

tt
♦t
Tt

ft

tf

Sept♦»
t»

Oct*
Dec,
Mar*
May
June
May
June

11,500,000-4 1/4$ 4th L/L Bds.

31.1932 
*28,1932
15.1933
15.1932 
.15,1932
15.19 33
15.1933
2.1933 
15*1933
2.1934 

15,1935

$115,650,000

(4) Sales in the market of securities acquired under resale agreement and re­
placements by purchases in the market of other issues of short-term government secur­
ities* (In several instances, in order to complete purchases, it was necessary to 
acquire from dealers several blocks of government securities which were available 
only under resale agreement, such securities acquired being held only until per­
manent replacements could be made)* 

Sales Replacements
$10,000,000-2 3/4$ C/I due June 151 1932 $12,175,000-1 1/2$ C/I due June 15, 1933
10,000,000-3 1/8$ " tt Aug. 1, 1932 1,000,000-2 $ T/N " May 2, 1934
7,000,000-3 $ » »t Sept. 15, 1932 25,825,000-3 $ " June 15, 1935
9,000,000-2 $ * w May 2, 1933
3,000,000-3 3/4$ w tt Mar* 15, 1933

$39,000,000 $39,000,000

The following is a statement showing the maturities of the issues held in
the System Account on May 14, 1932 and on July 13, 1932.

May 14, 1932 July 13, 1932
U. S. Treasury Bills due May 18, 1932 $16,111,000 $ o
tt ti »t » t» » 25, 1932 14,907,000 0
»» tt ♦» tt tt June 1 , 1932 50,087,000 0
tt ti « tt tt n 29, 1932 36,550,000 0
tt tt tt ♦t tt July 13, 1932 75,500,000 0
♦» it tt t! tt tt 20, 1932 40,475,000 40,475,000
»t tt tt tt tt w 27, 1932 43,150,000 43,150,000
t» it tt tt tf Aug, 10, 1932 15,000,000 16,000,000
tt » tt « tt tt 17, 1932 0 53,600,000
ft tt< H » tf tt 24, 1932 0 47,427,000
» tt> »t «t tf *t 31, 1932 0 76,029,000
tt tf* tt n tt Sept. 28, 1932 0 9,000,000
tt tt tf tt tt Oct. 11, 1932 0 40,000,000
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May 14, 1932 July 13, 1932
2 3/4# Cert, of Ind. due June 15, 1932 $ 48,550,000 * 03 1/8# ¥» If « ♦t Aug. 1, 1932 53,900,000 60,650,000
1 1/8 # tt tt ft tt Sept. 15, 1932 73,693,000 86,893,000
3 # tt ti tt w « 15, 1932 77,751,500 101,009,500
3 1/8# tt tt tf Oct. 15, 1932 84,161,500 85,011,500
3 1/4% Treasury Notes ft Dec. 15, 1932 108,975,000 111,697,000
3 3/4# Cert, of Ind. ff Feb. 1, 1933 8,025,000 13,275,000
3 3/4# h tr ♦t tt Mar. 15, 1933 124,275,000 153,025,000
2 *' # » tt f» tt May 2, 1933 75,200,000 102,350,000
11/2# TI ft »r ft June 15, 1933 0 94,600,000
3 # Treasury Notes tt May 2, 1934 40,250,000 69,175,000
3 # tt ff tf June 15, 1935 0 77,600,000
4 1/4# 4th L/L Bds. of 1933-38 139,985,000 232,591,000
3 1/2# 1st ” W ft 1932-47 79,025,000 73,025,000
4 1/4# 1st *» tf tt 1932-47 20,250,000 23,000,000

#1,219,821<000 $1,609,583,000

ALLOTMENT OF NEW PURCHASES AND CHANGES IN 
PARTICIPATIONS IN GOVERNMENT SECURITIES 
HELD IN SYS M I  SPECIAL INVESTMENT ACCOUNT

The $389,762,000 of new purchases made since May 14, have been allotted to
Federal reserve banks as follows:

Boston $ 0
New York 203,379,000

' Philadelphia 31,333,000
Cleveland 40,925,000
Richmond 3,902*000
Atlanta 16,139,500
Chicago 49,696,500
St. Louis 12,066,000
Minneapolis 11,692,500
Kansas City 5,865,500
Dallas 3,999,000
San Francisco 10,764,000

Total $389,762,000
Pursuant to the action taken at the meeting of the Open Market Policy 

Conference on May 17, in which it was voted to be the sense of the conference that 
all reserve banks should participate in the usual ratios, to the extent allowed by 
their reserve position, in all purchases made for the System Account since April 12, 
1932, the following adjustments were made in the participations of the Federal reserve 
banks;

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives

d e c l a s s i f i e d

Authority . (D^>6\

%

Boston $ 30,574,500 +
New York 164,299,000 -
Cleveland 15,484,000 +
Richmond 15,256,000 +
Atlanta 18,056,000 +
St. Louis 16,618,000 +
Minneapolis 11,404,000 +
Kansas City 19,906,500 +
San Francisco 37f000,000 +
Total Adjustment $164,299,000

CHANGES IN HOLDINGS OF GOVERNMENT SECURITIES 
IN THE INVESTMENT ACCOUNT OF THE FEDERAL 

________ RESERVE BANK OF NEW YORK _____
Owing to the low reserve position of the New York reserve bank, temporary

sales from its outright holdings of $124,000,000 government securities were made to
the Federal Reserve Banks of Boston and Chicago, as follows:

On June 29, to Boston #10,000,000 - Treasury Bills due Aug. 17, 1932
" " 29, " Chicago 10,000,000 - " " " " 24, 1932
" July 6, " Boston 6,000,000 - 1 1/8# Cert, of Ind. due Sept. 15, 1932
M w 13, M Boston 6,000,000 - Treasury Bills due Aug. 10, 1932

$32,000,000

FLANS FOR REDISTRIBUTION OF UNITED STATES GOVERNMENT SECURITIES 
At the meeting of the executive committee of the Open Market Policy Confer­

ence on June 16, there was an informal review of the distribution of government 
securities among the several reserve banks. It was pointed out that a number of the 
banks were limited by relatively low reserve percentages from taking their full quote 
of participation in System purchases and the New York bank had found it necessary to 
absorb a considerably larger amount of governments than its own share, and it was 
agreed that the secretary would prepare and send to each bank tables showing various 
plans for redistribution. In accordance with this action, tables showing various 
plans for redistribution based on figures as of June 15, 1932, were mailed to each 
Federal reserve bank on June 24. Copies of these plans, based on figures as of 
July 6» 1932, are attached to this report.
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6
PARTICIPaTIONS IN SYSTEM PURCHASES, OF BANKERS ACCKPTANCES 

The amount of bankers acceptances purchased by the System since May 14 has 
been negligible, with no allotments being made except (1) a special purchase on 
June 14 from a foreign correspondent of $33,466,000 bills, at a special rate of
1 f»9 in connection with the completion of gold earmarking operations of the foreign 
correspondent, and (2) purchase on July 2, from a foreign correspondent of 

§10,365,000 bills, at a rate of 1?b9 in order to provide for payments to the money 
market# All of the Federal reserve banks participated in these purchases except 
that the Federal Reserve Banks of Kansas CiUf, Minneapolis and Dellas did not 
participate in the first purchase of $33,466,000.

Attached arc statements showing:
Exhibit MA” - Issues of United States Government securities 

purchased for System Account during period 
April 13 to July 13, 1932, the markets in 
which these securities were purchased; also> 
the apportionment to participating Federal 
reserve banks of the securities purchased, the 
amount that each reserve bank participated over 
or short of its pro rata share and the reserve 
ratio of each Federal reserve bank on July 11*
1932.

Table No. 1 - Plans for redistribution of government securities 
in System Account*

Table No. 2 - Plans for redistribution of total holdings of 
government securities.
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EXHIBIT "A"

&TA£EMENT SHCWIMQ ISSUES OF UNIXSD STATES GOVERNMENT SECURITIES PURCHASED FOR SYSTEM ACCOUNT DURING PERIOD APRIL 13 TO JULY 13, 1932, 
THE MARKETS IN WHICH THESE SECURITIES VERE PURCHASED; ALSO, THE APPORTION U1NT TO PARTICIPATING FEDERAL RESERVE BANKS OF THE 

SECURITIES PURCHASED, THE A1IOUNT THAT EACH RESERVE BANK PARTICIPATED OVER OR SHORT OF ITS PRO RATA SHARI AND THE 
____________ RESERVE RATIO OF EACH RESERVE BANK ON JULY 11. 1932________________________________________________________________________________

Issu es of S ee u ritie .P u rch ase d Par Amount C la s s i f ic a t io n  of Issu es

Treas. B i l l s due 5/11/32 | 1,530,000 Treasury B i l l s $293,564,000m m " 5A8/>2 5,000,000 C e r t if ic a te s  of Indebtedness 360,180,000m m "  5/25/32 5,000,000 Treasury Notes 110,222,000m m 10,500,000 L ib erty  Loan Bonds 108. 801.000m m 6/29/32 7,800,000m m "  7/L3/32 75,500,000 TOTAL 1872,767,000m m 7/20/32 40,475,000m * "  7/27/32 39,350,000H m * 8AO/32 1,000,000m « "  8A 7/32 42,639,000M «• " 8/24/32 32,520,000m <i " 8/31/32 25,500,000N N 1/26/32 8,000,000
C ert, of Ind. 6/L5/32 -  2 3/4* 10,000,000« •• •# 8/ 1/32 -  3 1M 66,850,000 Purchased By Following Federal Reserve Banks In  T hoir R espective Marl

m # m
" 9£ 5/ i2 “  1 ^ 24,030,000

m n n - 9A5/*2 -  3 * 49,150,000
m m m - 10A 5/32 -  3 1/8* 36,880,000 Boston I  4,180,000
m m m " 2/ 1/33 -  3 3/4* 9,150,000 New York 800,220,000
m m m "  3A5/33 -  3 3/4* 45,225,000 Ph ilad elp hia 6,355,000*
m m m - 5/ 2/33 -  2 * 102,995,000 Atlant a 10,000.
• m n • 6A5/33 -  1 1/2* 15,900,000 Chisago 51,100,000

T reas. Notes 12/15/32 -  3 1/4* 29,047,000 S t. Louis 200,000m m - 5/ 2 / 3 4 -3  * 61,175,000 D allas 350,000m m " 6A5/35 -  3 * 18’, 750,000 S&r. Francisco 10,272,000
lo t  L/L Bonds ;  6A5/47 -  4 1/4* 2,750,000
*th  " " " 10A5/38 -  4 1/4* 106.051.000

TOTAL 1872,767,000 TOTAL ♦872,767,000

♦Of this amount #3,235,000 was purchased from the p o r tfo il*  
of the Federal Reserve Bank of Philadelphia.

Boston
New York
Philadelphia
Cleveland
Richmond
Atlanta
Chicago
St. Louis
Minneapolis
Kansas City
Dallas
San Francisco 

TOTALS

Participations 
At Time 

Of Purchase

# 10,000,000 
♦81,305,500
68.767.000 
76,156,500
12.796.00021.026.000 

111,280,000
19,625,000
14.779.000
12.524.000 
8,357,500

♦872,767,000

AMOUNT OF 3ACH FED2RAL RESERVE BANK•3 PARTIClPATION IN ABOVE LISTED PURCHASES

Bank *s Pro Rata Amount
Share Based on

Subsequent Current Current 0VJ1R or SHORT Reasrve
Adjustments in Total Allotment Allotment Ratios
Participations Participations Ratios Ratios Of Pro Rasa Share July 11/32

♦ 30,574,500+ ♦ 40,574,500 7 l*/4* ♦ 63,275,500 ♦ -0- $ 22,701,000 6M *
164,299,000- 317,006,500 27 * 235,645,000 81,361,500 -0- 49.1*

“0— 68,767,000 7 3/4* 67,639,500 1,127,500 -o- 53.9*
15,*84,000* 91)640,500 10 1/2* 91,640,500 -0- -o~ 55.1*
15,256,000+ 28,052,000 5 * 43,633,500 -0- 15,586,500 50.6*
18,056,000+ 39,382,000 4 3/4* 41,456,500 -c - 2,374,500 46.3*

-0- 111,280,000 12 3/4* 111,280,000 -0- -0" 71.2*
16,613,300+ 36,243,000 ♦ 1/4* 37,093,000 -0- 850,000 54*2*
11,404,000+ 26,183,000 3 , * 26,183,000 -0- -0- 50,6*
19,906,500* 32,430,500 5 1/2* 48,002,000 -c - 15,571,500 53.9*

-0- 8,357,500 3 3/ 4* 32,7?8,500 *■0— 24,371,000 53. H
37.000.000+ 73.150.500 8 1/2* 74,185,000 -o- 1.034.500 *9,3*

♦164,299,000 Ad j. ♦872,767,000 100 * ♦872,767,000 ♦82,489,000 ♦82,489,000 56,1* 8ystea

> cEr o

■5' § 

02 O)-  I—<o  2 
O' o

v

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



declassified
Authority j^Q . lP^6\

Exhibit "A" (1)

MATURITIES OF GOVERNMENT SECURITIES HELD IN SYSTEM ACCOUNT

JULY 15, 1952

SHORT-TERM ISSUES 

Treasury Bills, Certificates and Notes

MATURING WITHIN 1 YEAR
Within 3 months (Including Oct. 15) $659,245,000
3 to 6 months 111,697,000
6 to 9 " 166,300,000
9 to 12 " 196,950,000
TOTAL MATURITIES WITHIN 1 YEAR------------------------- $ 1,134,192,000

MATURING- 1 TO 2 YEARS----------------- ------------------- 69,175,000
MATURING 2 TO 5 YEARS------------ - --------- ------------ 77,600,000

T O T A L  ---------- - - $1,280,967,000

LIBERTY LOAN BONDS

First 3 1/2% Liberty Loan Bonds v 73,025,000
" 4 1/4# " " w 25,000,000

(Due June 15, 1947
(Callable on or after Dec. 15, 1932) 96,025,000
Fourth 4 1/4$ Liberty Loan Bonds 

(Due Oct. 15, 1938
(Callable on or after Oct. 15, 1933) 252,591,000

G R A N D  T O T A L -------  $1,609,583,000
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TABLE IiO. 1

STATiilin’ SB CRT DIG VARIOUS PUKS OF REDISTRIBUTION CF SLCURITIi,S III SYSTili ACCOUIIT
_____________________________________ FIGURES AS OF JULY 6. 1932___________________________________

(000 Omitted)

PUN 1

Present Plan -  Baeed on Earning 
Requirments of Bach Bank

PUK 2

Provides fo r Adjustment of 
Participations to Average 

Ratio of AH  Banks -  56.3*

PUK 3
Provides fo r Adjustment of Each 
Bank's Partic ipation  So That Its  
Holdings w i l l  be on the same Ratio 
that it s  combined Capital and Sur-

PUN 4
Provides for Adjustment of Each 
Bank's Participation  so that it s  
Excess Cash Reserves w il l  be on 
the sace ratio  that it s  Capital

Amount of 
Participation 

in
Or stM  Aoeount

Current
Allotment
Ratios

Present Holdings 
OVER or SORT 

of Pro _Rata Share
Reserve
Ratio*

Present Holdings 
OVER or SHORT 

a£_Eto. Jtetu 3iare

Ratios of Com­
bined Capital 
and Surplus to

Present Holdings 
OVER or SHORT 

of Pro Rata Siar*

Ratioe of 
Excess Cash 
Reserves to
Siai.«n_Total

Present Holdings 
OVER or SiORT 

9i f i t  Rfttft ÎMTt

t  95,978 7 l/4* | -0- % 19,266 65.3* * —0“ $ 31, 681 7 1/2* 1 -0- ? 23,240 10 3/4* # -0- # 29,000

592,541 27 * 163,354 -0- 50.0* 96, 008 -0- 32 1/2* 75, 926 -0- 21 3/4* 97,000 -0-

131,592 7 3/4* 8,399 -0- 53.9* 9,332 “0— 10 I/** -0- 31,340 6 1/2* 35,000 -0-

173,030 10 1/2* 6,123 -0- 54.7* 7,420 -0- 10 % 14,071 "C* 8 % 18,000 -0-

47,132 5 * -0- 32,346 50.5* 8,618 -0- 4 * -0- 1^,451 2 > 18,000 -0-

51,560 ♦ 3/4 -o . 23,945 47.8 * 13,660 -0- 3 3/4* _o> 8,049 1 3/4* 19,000 -0-

194,092 12 3/4 -0- 8,580 70.8* -0- 143,837 13 1/2* -0- 20,501 35 l/4f. -0- 197,000

63,529 4 1/4 -0- 4,028 54.5* 2,973 -0- 3 1/2* 7,894 -C- 2 3/4* 6,000 -0-

*5,587 3 * -0- 2,101 49.2* 8,812 -0- 2 1/4* 9,820 -C- 1 1/2?. 6,000 -c-

54*629 5 1/2* -0- 32, 798 52.4* 6,236 -0- 3 * 6,942 -c- 2 1/2* 4,000 -0-

20,721 3 3/4* -0- 38,888 56.9* -0- 520 2 3/4* -Q- 22,992 1 3/4* 8,000 -0-

119. 192

100*

-0- 15.924 50.5* 22.979 -0- 7. i . 7.92Q __5 1/2* I5t 000

#3*589,583 $177,876 *177,876 . 56.3* $176,038 1176,038 100* *122, 573 #122,573 100* ♦226,000 $226,000

>
5- B -o

o>
03CZ3

O  SvT' 'S - D
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VMM M. 1
s taom x t shovzno vinous plans op redistribution or total holdings or qovernmnt s ic u r it to  
________ • __________________ nsowcs as or jo l t  6. 1932 _____________________________

(000 Omitted)

I t l t w

Kn  Tort 

Philadelphia

Cleveland 

Riehatond 

Atlanta 

Chicago 

8t. Louis 

Minnoapolie 

< Kansas City
V,

Dallaa

^  /San Francisco 

Totals

Acount of 
Total Hold­
ing* of 

0 overwent

• 112,730 

690,838 

132,998 

173,030 
♦7,132 

51,676 

267,205 

64,029 

52,755 

5*, 716 

30,721 

119.191 

♦1,797,021

PUN 1

Prooont Plan - Baaad on Earning 
Rsauireasnts of Each Bank

Currant 
Allotment 
, JfcttfT

7 1/4JC 

27 *

7 3/4*

10 l/2* 
5 *

4 3/4* 

12 3/4*
4 1/4*

3 .*

5 1/2*
3 3/4*

-fiJL/4. 
100 *

Prooont Holding* 
OVER or SHORT 
of Pro Bata Share

I  -0 -  

205,102 

-0- 

- 0 -  

-0- 
-0- 

37.330

-c-
- 0 -

- 0-

-0-

- 0-

$ 17,699 

-0-

4,426 

15,867 

42,819 

33,778 

-C- 

12,429 

1,216 

44,230 

36,742 

33,726

PLAK 2

Provide* for Ad justment of 
Total Holding* to Average 

Ratio of A ll Bank* - 56.3*

$242,932 $242,932

Reserve
Ratios

65.3*

50.0*
53.5*

54.7*

50.5*

47.8*

7 0. 8*
54.5*
49.2*

52.4*

56.9*

50. 5<

56.3*

Prooont Holding* 
OVER or SHORT 
of Pro Rata Share

$ -0-

96,008 

9.332 

7,420 
8,618 

1j,660 
-0- 

2,973

8,ei2
6,236

-0-
22.379

$ 31,681 

-C- 

-0- 
-0- 
-0- 
-0- 

143, 837 

-0- 
-0- 
-0- 
520 

-0-

PLAN 3
Provide* fo r  Adjustaent of Xaeh 

Bank'* Total Holding* So That I t *  
Holding* W ill Be On tho Saae Ratio 
That I ts  Combined Capital and Sur- 

Ca to The SvstOB Total
tios ofRatios of Cok- 

bined Capital 
and Surpluo to 
Srrtoa Total

7 1/2*

32 1/2*

10 l/4*

10 *
4 *

3 3/4*

13 1/2*
3 1/2*

2 1/4*

3 *
2 3/4*

_2__L

Present Holdings 
OVER or SHORT 
of Pro Rata Share

$ -0- 
106,156 

-0-

-0-

-0-

24,i37

1,063

12,277

745

-C-
-0>

I  22,196

-0-

49 , 402 

6,872 

24,829 

15.787 

-0- 

-C- 

-0- 
-0- 

18,752

PLAS 4
Provide* fo r  H jw ta is t  o f M l  
Bank** Total Holding* So That I t *  
Exseas Cash Reserve* *111 B* 0* 
Tho SasM Ratio I te t  I t *  Oapital

$176,038 $176,038 100 $144,578 $144,578

Ratio* of 
Exoe** Cash 
Reaerve* to
gXit&S J r t a L

10 3/4*

21 3/4*

6 1/2*

8 *
2 *
1 3/ 4*

35 1/4*

2 3/4*

1 1/2*
2 1/2*
1 3/4*

- 5 . X M  
100 *

Prooont Holding* 
o m  or saon 
o f Pre fcta Share

| -0- .

97.000

35.000

18.000 

18,000 

19, MO

-0-

6,000

6,000

4.000

8.000

l l t S S S L
$226,000

I  29,000

•0*

-0-

-0-
-0-

197,000

-0-

-0-
-0-

- 0-

-0-

$226,000
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CONFIDENTIAL

PRELIMINARY MMORANDTM FOR THE OPEN MARKET POLICY CONFERENCE
JULY 14, 1952

The results of purchases of government securities by the System since

March were reviewed in a letter of July 5 from the chairman of the Conference to 
the governors of all Reserve barite. This letter indicated that the funds made 
available by security purchases had been largely used to enable banks to meet 
gold losses and to repay indebtedness at the Reserve banks, and that only a 
relatively small amount remained to provide excess reserves. In the absence of 

purchases of government securities there would have been a considerable increase 

in borrowings at the Reserve banks and a continuation of the drastic credit de­

flation which had been going on.

curities were a very small influence upon the reserve position of the Federal 

reserve banks, the declines in reserve ratios over this period being due almost 
altogether to gold losses rather than to purchases of governments*

The general results of tho System’s purchases of securities were summar­
ized as follows:

M(l) The very large repatriation of foreign central bank funds 

has been accomplished without any strain on the position 

of member banks, and thus one important obstacle to a 

more normal credit position has been removed,
”(2) The pressure for liquidation of bank credit which usually 

results from the indebtedness of member banks has been 
materially lightened by a reduction in their total borrow­

ings from more than $800,000,000 to less than $500,000,000.

”(5) The decline in member bank deposits has been checked, and

the liquidation of bank credit ?/hich had been proceeding at 
an alarming rate has been substantially retarded."

As to tho effect on the Reserve System the purchases of government se-
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All of these results are real accomplishments in themselves 
and have probably avoided very serious consequences of continued or 
increased credit liquidation. Nevertheless the ultimate purpose of 
bringing about an increase in the volume of bank credit, which might 
in its turn influence business activity has not yet been achieved 
for the results so far accomplished are not such as would be expected 
to exercise a very direct or affirmative influence upon business 
activity. It, therefore, seems desirable at this time to review the 
general business and industrial situation as a basis for determining 
the extent to which further purchases of government securities would 
be likely to prove effective.

Production, Trade« and Employment

A further decline in the volume of production and trade and 
in numbers of workers employed is shown by the available figures for 
May and June, Indexes commonly used to measure fluctuations in busi­
ness now show greater declines than this country has ever before 
experienced. The depressions of the 70s and the 90s brought with 
them nothing approaching the cessation in activity which occurred 
in recent months. The following table shows the percentage decline 
in production in this recent period compared with the decline in 
other important depressions:
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3
Declines in Industrial Activity *

(Computed normal - 100)
High Point Low Point Decline

Bate Actual Data Date Actual Bata Per Cent
Jan. 1873 114.6 Feb. 1878 87.3 24
Feb. 1892 113.9 Jan. 1894 80.1 30
Jan. 1906 112.6 May 1908 81.9 27
Jan. 1920 111.2 Apr. 1921 73.0 34
Apr. 1923 115.2 July 1924 87.3 24
June 1929 114.7 June 1932 (est.) 50.6 56
* From index published by Cleveland Trust Company,

The total number of wholly unemployed workers in the United
States is now estimated at about 10,000,000, an increase of about
3,000,000 to 4,000,000 from a year ago. This is more severe unem­
ployment than we have ever before experienced in this country and 
constitutes a major social and economic problem for it carries with 
it the threat of social disturbance and radical legislation To 
bring about reemployment before winter is the problem which faces 
the country.

Looked at from the point of view of business and finance 
the problem is almost equally pressing, for a continuation of the 
present restricted volume of business activity over an extended 
period of months would mean the bankruptcy of many business concerns
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including many railroads, and the insolvency of many banks.

Favorable Factors 
Fortunately, at this point a number of the principal ob­

stacles to business and financial improvement have been removed.
The practical completion of the removal of foreign short time bal­
ances from our money market has removed a threat to our gold posi­
tion* Domestic gold hoarding has practically stopped, A tax bill 
has been passed by Congress which it is hoped will place the budget 
in approximate balance. The relief bill with added powers to the 
Reconstruction Finance Corporation will probably soon be passed.
The reparations agreement has been signed at Lausanne. Definite 
settlement has been effected of a number of individual domestic 
situations which threatened to prove disturbing. The bonus bill 
and a number of other unsound legislative proposals have been de­
feated. Business has effected many readjustments in costs and has 
begun to evidence a more hopeful sentiment.

Already the course of financial events has begun to re­
flect these favorable developments. The bond market, and particu­
larly the market for foreign bonds, has shown improvement as indi­
cated in the following figures:

1932 July 11,
Low 1952

Standard Statistics corporation bond average 57,45 60,19
Baker-Kellogg foreign bond average 54.22 59.58*

* July 8 figure
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Basic commodity prices, after a month of approximate stabilization, have 
begun to show improvement as indicated by the following figures for principal basic 
commodities.

1932
Low July 11

Wheat, cash, at Minneapolis, per pound $0.5288 $0.5400
Corn, cash, at Chicago, per pound 0.2938 0.3175
Hogs, average, per hundredweight 3.19 5.33
Steers, average, per hundredweight 6.29 8.38
Hides, per pound 0.0369 0.0425
Sugar, raw, per pound 0.0257 0,0305
Cotton, middling, New York, per pound 0.0500 0.0585
Wool, per pound 0.3072 0.3072
Silk, per pound 1.13 1.18
Rubber, smoked ribbed sheets, per pound 0.0256 0.0256
Copper, electrolytic, per pound 0.0525 0.0531
Tin, per pound 0.1844 0.2075
Pig iron, per ton 13.76 13.76
Finished steel, per pound 0.02037 0.02087
Scrap steel, Pittsburg, per ton 8.25 8.25
Petroleum, crude, per barrel 0.873 1.017

The establishment of banking and industrial committees in the different 
Federal reserve districts should also be listed as among the favorable factors, for 
they provide machinery available to carry out in the several districts any plans 
agreed upon for industrial and financial rehabilitation.

Capital Goods Industries Most Depressed 
In considering the effectiveness of various means which may be employed 

for stimulating employment or industrial activity, consideration may well be given 
to the variation between different industries as to their extent of activity and 
employment of workers. These figures which are shown in fall in the tables at the 
end of* this memorandum, show that the greatest cessation of activity has been in 
the basic industries producing what may be termed capital goods. This may be 
illustrated by the following index figures for activity in different industries.
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Percentage 
of Computed

Industry Normal
Pig iron 20
Steel 23
Bituminous coal 48
Cement 44
Lumber 33

As contrasted with these figures production of the following consumption 
goods may be listed:

Percentage 
of Computed

Indus try Normal
Boots and shoes 87
Hosiery 67
Live stock 83
Wheat flour 78
Sugar 56
Tobacco 79

The whole group of industries classified under producers goods in the 
index compiled by the Federal Reserve Bank of New York are operating at 49 per cent 
of computed normal, whereas the industries classified under consum<*ra goods are 
operating at a rate 77 per cent of computed normal# Unemployment and wage figures 
support same general conclusion, that the greatest cessation in activity and
the greatest amount of unemployment has taken place in the capital goods industries; 
that is, those industries which produce for the use of other industries primarily, 
and the activities of which are largely financed through the capital market.

The extreme depression in these industries appears to reflect, first, some 
over-production of capital goods in tbs years just before the depression, and second 
the disorganization of the bond market to a point where new financing has become 
practically impossible, and capital is no longer available for business even at 
prohibitive prices. What is most required to revive these basic industries, is cheap 
Iqng-term capital.
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The surveys thus far conducted by banking and industrial committees in 

a number of districts appear to indicate that there are a considerable number of 
sound enterprises which can go forward as soon as capital is available upon 
moderate terms. There are three principal fields in #iich these enterprises now 

appear;

(1) Building Construction. Wiiile there has been over-production of 

office buildings and high class apartments there is a considerable demand for 

cheap apartments and moderate-priced private dwellings, and far modernization of 

old buildings.

(2) Modernization of existing industrial facilities to keep pace with 
recent inventions and improvements.

(3) Public and semi-public projects.
In addition to these three major forms of capital goods there appear to 

be many other small enterprises in which a more adequate supply of capital and of 

bank credit would find profitable employment if it were available upon moderate 
terms. In the consumption industries also stocks are low and trade is retarded 

by shortages of capital and credit.

Function of the Banks

In the furnishing of both credit and capital to business the banks 

occupy the key position. For the past year and a half the banks have not only de­

creased greatly their extensions of credit to business but also have withdrawn 

large amounts of funds from the capital market as illustrated in the following

figures for weekly reporting banks:
(In millions of dollars)

Loans:
Dec. 31, July 6, 
1930 1932

On securities 7,814 4,632
All other loans 8,449 6,484

Investments:
U* S. securities 2,992 4,210
Other securities 3,701 3,206

Total loans and investments 22,956 18,532Digitized for FRASER 
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By their decrease in investments in securities other than Governments 
and their decrease in loans nipon securitios these banks have thus withdrawn in this 
period nearly four billion dollars from tiie capital market, whereas ordinarily the 
banks of the United States pour into this market about a billion dollars a year in 
these two forias*

In recent weeks since the Reserve System began its policy of vigorous 

purchases of government securities there has been some change in this tendency.
Bank credit as a whole stopped its rapid decline and tended to level out and the 
contribution a t  the banks to tho capital market showed a similar tendency until 
the latter part of June when bank disturbances and mid-year and holiday demands used 
up most of the surplus reserves and caused seme resumption in tiic decline in credit.

Any program for meeting the present emergency must depend upon two forces 
for increasing business activity and employment; first, the natural stimulation 
which will arise from a general improvement in the security market and in the busi­
ness and financial situation generally, and second, the stimulation of activity 
through the agencies of the government. The problem has now become so acute and 
the time has become so short that it has now been generally agreed that artificial 

methods are necessary. The artificial methods used appear to depend upon the 
particular form of the relief bill which Congress may adopt. In any event such a 
bill is likely to require a considerable amount of additional government financing, 
the floating of which on the market during coming months is essential to the entire 
program. Along with this governmental program, it is to be hoped that a natural re­
covery in the security markets and in prices and business itself may be accompanied
by an increased use of the normal channels of financing. To achieve both of these

t
purposes vigorous support by the banks of the country is essential, and an increase 
in bank credit*
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APPSNDIX 8

CHANGES IN EMPLOYMENT AND PAYROLLS BETWEEN MAY 1929 AND MAY 1933
{1923-1925 average = 100}

Employment Payrolls

1929 1932 1929 1932
May May May May

Iron and steel 100.7 57.2 111.6 30.4
Machinery 119.1 54.4 131.9 35.9
Textiles 97*3 62.0 99.3 41.5
Food products 97.3 81.0 103.1 72.9
Paper and printing 102.8 83.8 114.3 77.0
Lumber and products 89.2 38.6 92.8 22.2
Transportation equipment 101.5 52.4 116,0 45.9
Automobiles 130.0 59 6.7 147.1 53.5

Leather.and products 90.3 72.7 88.1 45.7
Cement, clay, and glass 93.1 47.0 91.8 30.2
Nonferrous metals 105.3 51.4 123.1 34.5
Chemicals 110.3 78.3 113.1 66.9
Petroleum refining 114.4 78.2 118.9 72.5

Rubber products 115.3 66.0 146.5 48.7
Tobacco products 90.3 67.3 86.1 48.4
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INDEXES OF PRODUCTION 
(Computed normal » 100)

1929 1932 1932
Items May May June
Pig iron 114 22 20
Steel ingots 121 24 23
Lead 112 43 -

Zinc 113 35 32
Tin 141 48 48
METALS 131 31 -

Cotton consumption 109 55 —

IHool mill activity 102 38 -
Silk consumption 101 60
TEXTILES 105 51 •*

Bituminous coal 110 52 48p
Coke 120 40
Petroleum, crude 112 72 -
Cement 115 44 mm

Lumber 104 33 -
Newsprint paper 98 79 «-
Cotton receipts 103 109 -
Wheat receipts 92 73 -
OTHER PRODUCERS GOODS 103 66

TOTAL PRODUCERS GOODS 113 49 —ZL
Anthracite coal 90 52 40p
Petroleum products 101 67 -
Boots and shoes 111 87
Finished cotton goods 116 53
Hosiery 108 67 -
Knit underwear 115 84 -

Livestock 93 96 83
Wheat flour 108 78 -
Sugar 80 56 -
Tobacco 112 79 -

Farm produce 96 92
TOTAL CONSUMERS GOODS 103 77 -
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INDEXES OF BUSINESS ACTIVITY 
(Computed, normal ** 100)

1929 1932 1932
Items May May June

Carloadings, mdse, and misc* 104 56 55
Carloadings, other 111 42 38
Exports 102 50p -
Imp or ts 115 60p
Yvctterway traffic 113 34 m

Wholesale trade 103 76 -
PRIMARY DISTRIBUTION GROUP 106 57 mm

Department store sales 101 76 mm

Chain grocery 104 77 mm

Other chain 107 78 -
Mail order 116 75 «*

Advertising 102 59
Automobile registrations 115 31p
DISTRIBUTION TO CONSUMER GROUP 105 70 mm

Life insurance 99 73 -
Postal receipts 101 69 «
Electric power 107 68p -
Corporations formed 101 83 -

GENERAL GROUP 102 68 -
TOTAL VOLUTE OF DISTRIBUTION OF GOODS 105_ 65 -
Production of producers goods 113 49 -
Production of consumers goods 103 77
Automobile production 136 37
Employment 105 64 «
Building cons truetiQn 115 31 22p
PRODUCTIVE ACTIVITY GROUP 57_

TOTAL VOLUME OF PRODUCTION
DISTRIBUTION OF GOODS 106 63 62p

New York City debits 130 57
Shares sold on N. Y. Stock Exchange 237 56 59
New capital issues 130 14 -
Trading in grain futures 98 48 -
FINANCIAL GROUP 130 44

Outside debits 107 63 62p

TOTAL VOLUME OF TRADE ■ 106 61

p ** preliminary
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May 24, 1932

T O :

I B O H i

Mr. Morrill 

Mr. Snead

In accordance with the letter from Mr. Lichtenstein, 

Secretary of the Federal Advisory .Council, which you telephoned 

over last evening, we have prepared the attached tables showing —

1 .  Holdings of United States securities in the Special 

Investment Account on February 24, 1932 and purchases from that 

date to April 27 end from April 27 to May 13* These purchases 

have been segregated so as to show —

(a) Purchases in the open market for system account

(b) Replacement of matured securities

(1) in open market

(2) by Treasury subscriptions

(c) Securities acquired through exchange operations in 
the market

2 . Holdings on February 24, 1932, of United States securi­

ties in Its  investment account by each Federal reserve bank, ex­

clusive of securities temporarily held and of participation In System 

special investment account, and classification of securities purchased 

by each Federal reserve bank f*om February 24 to April 27 and from 

April 27 to May 18 .

E L S / f a c X X t M o d  o f  O p m i M
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table i  —  oussi?laAftow o? m t r m  s t a t t s  o o r t n m m  m m t n w  m m  iw srtotAi. m » m n w  k o d b t m  m  w m m m  2 k 9 1932, am  0? m m r n n t s  
pxmmksm foa spiciai, im sm sw * Acootw feom m m & m  25 to april 27* aid tm u  afrit, m  fo mat ig # 1932* xw craiti

(In thousand* of dollars)

t & i t o d  Statos $ o v o r n <  

raont Socgrltlos

Holdings on 
fob. 2 k >

i m
Furchasss in o p o n  markst
Feb,25-Ar>r.?7 Apr. ?$-May

Boplacsmonts o
l a  Q p . n  » f a r k » t

Pob.25~A.pr.P7 Apr,?S~May IS

matured Ii r h
Tr«*«qnr 3ub»crlt)Uon.

T r t . 2 5 - 4 p r . ? 7  A p r . 2 * - M a y  1 8

lixchangeg i n  Q p o n  M a r k s t

i?afc#25~Apr*27 (Apr.Sg-Mayli

Troaouiy B ills  duo on *

Mar. 2# 193S 17*9^5 OP OP OP OP - OP m •

Mar. 30 • k,0$0 200 • «P • OP 1,000
Apr, 13  * 3.000 500 IMP • OP *P» OP -

Apr. 27 « 2.S00 1,000 «0* • Oft - * O* •

Kay U  * 10.725 7*630 OP OP «P * 00 OP OP

May 18 " g.IXl g.ooo OP OP OP m • •

May 25 * 6,907 g.ooo - OP op- m OP 4* OP

Jans 1 * xiii Ht*l62 OP 17,925 1,000 OP «* 16,000 OP

Jans 29 * m 32.S00 Op 250 mm OP 3,500 0»

July 13 # * 75.500 «P OP m o* 0* so

Jtaly 20 * • ^0,^75 Op m - w OP op m

Jttly 27 11 00 2^.350 15,000 3 ,mo OP m • OP «*

Aag. 10 * m -op 1,000 m 15,000 m OP <*

An«. 17 * o* *» 37.639 o* 16,111 m t «p *p

total Trsasury Billo 53.518 / 239.617 y 53.639 7 21.975 y
J32,111 Op OP 20,500 y «*
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t m $  i  —  e u s ^ n e m o v  m  m t t m  t r i m  «ovM*flrr m w n n m  im© is artcMi xvrnnfnrr a o o o w  o» ramamr A .  xfjs, a.bd or tseotitm
FSflUfll roa iPfCXAt XIIKStmf ASODtUrf f K »  fHMEIinr *3 *0 AWttt 2?, Jfl® f»» #*Xt 28 fO KJOT 18, X§3§ XfGtf&m

__________________________  (Im ^ouxtPd* o f d o lla r*)_____________ _______ __________________ _________________________

Uait»dSt«t—  (k>T»ra - i e l & W o f * r ~ ............ ^ .......T
m * n %  s I L r i t i * *  f * * '  2 k  * f t , g f t f t t ,  J B M f o l l _______ ! .............................. I l l g 3» J t o f c f l ____________________.............................................................................................................................................................— . - t *912 ..{ftfr .a5-Apr Jg? I t o & J & f r & a t 16 !?ifr ! I S  .f5~iar>27 ling, JM-liit X8Jgg» «grAag£7 Ugg_*£$rtftai-13

C * r t l f l a f t t # «  o f  f a & « f e t  « & & « • *  

da* eft -
* » r .  15.  1 9 3 2  -  a #  

j r w w  1 5  *  -  2 - 3 / * *  

m c .  x  •  -  3 - 1 / * *  

9 » p % . \ 5  *  -  l - l / « *

* « p * . l 5  •  -  *

O e t .  1 5  •  -  3 - l / « *  

« * * .  1 5  *  -  3 - 1 / * *  

M .  1 l f 33 -  3 - 3 / * *

* w .  1 5  *  -  3 - 3 / * *

K a y  2  *  - 2 5 6

5 7 . 7 3 1 . 5  

* o , U o o  

2 k , 8 0 0

f t , 051.5
4 »

1,000

1.2501*1,15083.10015. 16*

* 5.700 
3 * . » o1.6503. 8O O

26, 1*70

mm

« *

14,000
“ . 7 5 0

7 5 0

9 , 7 « 0

* , 8 5 0

• a h ,105
8 2 . 8 9 5

* »

7 7 5

2 5 0

1 0 . 2 5 0

* 7 5

3 0 . 2 5 0

« *

* *

<**

2 . 3 5 5

*»•

O *

8 , 9 8 X 3

10.000

m

im

10%000
£ * f 001,000
3 * 0 0 021.000

32.700

k  .  

mev-

3 * 0 0 0

• *

2*000
X * 0 0 0

f o % * X  e * r t l f i e m t * «  

o f  i n d * f e t * d B * * « 2 * 1 2  , * « 3  7 l * 5 , f c 3 * / 1 * 2 , 5 3 0  y 4 2 ,  O C X }  / 8 , 3 5 5  y X 8 . 9 S 1 3 7 - $ 9*200 y 5 , 0 0 0  ^

? * t * * w r y  s o t # *  d s w  o n  *

» « « .  15.  1 9 3 8  -  3 - 1 / * * ♦̂000 18.500 18,025 500 « * « * * * X § * O O 0

« * r  2,  193*  -  3* - - 51.950 * *
« *

T o t a l  f r * » t m r j r  n o t * * 59, 000/ 18.500 J 69.975 7 500 ' m * 15.000 / -
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u l :  i —  cussiyiCAfio* car b k t w  s u m  e o r a n t m  n a a x r n i  hxu> nr s n e t u  n trw rirm acccdhf or narauBr 2*. 1932, « ®  or s^roawiss 

tobchas® roi srsciAi m r n m n  a c c c u x t  n o *  maautr 25 to t n a  27. aid vrsm inn, as to m r  is. 1932, m m x v x 'ii*

(la thousand* of dollar*)
Batted State* SoT#ra- oa  ̂ ^
■•at S M v t t i M  1 '*• 2**- pttBBimatJUutMBiJMfctt— , __________ ___;___________ ILL. .»j?.£5-Apr.g7 iApr.gg-y«r 18 A - 2m J t e a a l

1’ib«crtptl.-n»
127 iter.28-ttg Hiyrt.25-Acr.27I t » 9 m

Ll>«rtf loan Boad » it« oa-

oct. 15. 193« - **th
J«> 15, 19^7 -Ut 
J«ne 15 • -1*t -

115,0<t0
(0,025
16,750

f a t a l  L i b e r t y  U a  B o n * t  2 1 1 , 8 1 5
y

2*».9i*5
«•»

2,500

27.^5 /

12,500

12.500 /
1.000

Tot*l 9lit«d ilAttl 
@9**raa*at Secarttl** 566,816 y 1*51.000 y 278,6** y 6 * .* 7 5 / 3*.*66 y

i s ,  9 n ^ 105,700 y
5,000 /

*Iw>l«ia« 13,205,000 pnrcbsMd froa tha portfolio of a ?«dar»l rater** beak. 
•• • 10,000,000 » * * * * * • *

net&Aj, imsrs soaks
civisjo* or smfe opsamois

H A T  1 9 3 2
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T A B L 8 2  *  C L A S S I F I C A T I O N  O F  W H f W  S T A T I S  GOTXRIWBfT S X C C I I T X I S  S K L D  I V  I * ? I S f l f I * T  A G C O t H ?  B T  * A C H  F S D B R A L  t S S X f i f Z  S A F E  0 1  F I S .  2 k ,  1 9 3 *

( S x e l a s l Y #  o f  • o a a r l t i e t  a c q u i r e d  u n d e r  r e s a l e  a g r e e m e n t ,  o f  p a r t i c i p a t i o n  l a  s p e c i a l  I n v e s t m e n t  A c c o u n t ,  a n d  o f  s e c u r i t i e s  

h o l d  t e e q p o r a r U y  b y  F e d e r a l  r e s e r v e  b a n k s  o f  A t l a a t a  a n d  M i n n e a p o l i s  p e n d i n *  t h e i r  t a l e  f o r  t h e  a c c o u n t  o f  m e m b e r  b a n k s )

111
V .  S .  G o v e r n m e n t  s e c u r i t i e s

, 0 t * 1  1  T o S  L a l i s L a

A t l a n t a  j c h l c a « o j  L ^ ,
M l  n o - K a n s a s

C i t y

D a l l a *

I s M J K j k t i M i 1 7 3 . 7 5 2  y  1 2 5 . 8 3 9  6.606 - 11̂  2 1 , 5 9 * ^  500' *5y 10,000
Tr«a«rary M i l *  taa OB - 

M»rch ?, 1932 
H V  1 1 , lrJ2 

is. 1932 
25. 1932

M l 3
6 , 5 0 0

1 0 , 0 0 0
12,573

*»
3 ?. 4-%U ^
M l 3
6 , 5 0 0

1 0 , 0 0 0
12.573

-

- **

**• *
-

SfMiaqr e«rtlflutn tai on - 
March 1 5 , 1932 - 2%
»*f». 15. 1932 - l-l/«* 
Sapt. 1 5 . 1932 - 3*

3 .5 6 “
12.515
2,1*4

* 356
1 2 , 5 0 0
2.184

3.200 17
*

-
-

Z.3

f y1 5 ^

fraararjr aot«< Ana on -
Dae. 15, 1932 - 3-1M 1 M 9 5 **5 " 1 4 ,4 5 0 17 • - - * - -

Baada:
3J& ConT*r»lon, 1946-1*7
3-i/aJt tlkartjr tom, 19^7 
H-l/4* rirat Mbarty loan. 19**7
4-1/* Fear th Ubarty Loan, 1938

I oU. St

H.500 f 
9t3$t 5<
5?» 190-“ 0

529

18

U"V> *&*j? ^

U.500
* . 7 5 0

3**.5>»2

J.4 0 U  ̂

2
2,800

t IU 
10

*4 •
3 5

•2.«.

1 9 .5 0 0 '
lOO'/

1,rU3

115?

s . m '

\o”V

3-3/# fraaatujr bond*, 1940-43
3-3/*Jt • " W l - ^ J  
3-3/M * * 191*5 -1*7 
Ivf, » « 1 9 4 4 - 5 4

13,772 
5,952 
5,772 

Hig
1 6 0

9.762

>*.267
310

5
550
36

100
-

*» 1 0 /
2 . 6 » /

1 6 6 ^

3-3 /4* • » 1 0 4 6 - 5 6  
3* * * 1955 
3-1/SJl • * 19>*9

2,832
$36

3,915
-

<32
13

*»

2.09*^

«■»
4 7 5 ^

1,817^

F I D X B A I t  B S S X R T S  B O A H D

BIFISIOH OF B A* OPSHAflOIS 
*** 2K 1932

iOTK: Cleveland, Blekuso&d and San Franc! eco -  aoao.
* Includes $250 of First Liberties 3-1/2's and $1,950 of First Liberties 4‘»s

12 5 ^

000’̂
mo
m y

ooo y
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TABLK  ̂—  CLASSIFICATION OF U¥IT?D STATES GOTMWIIW BICOBITf ES FtJHCHASSD BT HACH 
F£D£SUI BISHHTS BAKK FBOW FIBKJART 25 TO APKIL 2 7, 1932, A KB FSQM 

APRIL 2S TO MAT 18, 1932, INCLUSIVE
(Exclusive of securities aeon!rad under resale agreement, of participation in 
special investment account, and of securities held temporarily by Federal re~ 
eerre b^nks of Atlanta and Minneapolis pending their sale for the account of 
member banks)

lja^^sa^,g,^,doll^sl
U. S. Government 

securities ! T6tal Sew
TorJr .. i

Phila­
delphia i

Kansas
City

f y M .  J i lt
Apr, 22..lais.
Treasury bills due on - 
June 1, 1932 •*.*13 •Ml 3 X _ \

Treasury certificates due
Mar. 15. 1933. 3-3

on-
13.560

**355 v'
#10,0*0 * **3.205 ^

W . 1#'
Treasury bond*

1951-55. 3* 10 - - 10 /

Total 17,^5 s 14, /bS 3.205 / 10 ^

Purchasasfrom Aarll 2 $
% 9 . Jla i m

Treasury bills due on - 
Aae. 10, 1932 *6,000 *6,000 ^ 

*10,000 /11 17. • *10,000 - -
treasury certificates due
May 15. 1935. 3-3/**

an-
*500 •500 ^ - -

Total i6 ,500 16,500 / - -

♦Purchased in the market to replace matured securities redeemed by the 
treasury.

••Beplacament of matured issue by Treasury subscription.
#Furcbased in the market to replace a sale to the Special Investment Account.

FSDSRAL RES SHY £ BOARD
DIVISION OF BASK OFERATIORS 

MAT 2^.1932
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Lichtenstein —  extract from letter.

HThe Federal Advisory Council has requested me to ask the Federal 
Reserve Board to supply it if possible with, the following Information 
regarding the open market operations of the System. The Council is 
desirous of knowing by ten o’clock tomorrow morning, Tuesday, May 2b, 
the amount of short time securities in the portfolio of the Federal 
Reserve System end the separate Federal reserve banks on February 2̂ ; 
likewise the amount of long time securities in the portfolio of the Federal 
Reserve System and of the separate Federal reserve banks on February 2b. 
Furthermore, the Council is desirous of knowing in some detail the 
purchases made by the System and the separate Federal reserve banks in the 
period from February 2b to April 27 ancL from April 27 to date, especially 
showing the amount of short-time securities and the amount of long-time 
securities, as well as the exact nature of these securities (that, is, 
specifically which issues were purchased). The Council is also interested 
in knowing to what extent these purchases in the period from February 
to date were made in the open market or through banks and how much was 
obtained by direct subscription. The Council wishes to have this information 
in order to use it as the basis for a possible recommendation.1*
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"The Federal Advisô _CjCLljncil has requested me to ask the Federal 

Reserve Board to sptpply it if possible with the following information 
regarding the open market operations of the System. The Council is 
desirous of knowing, by len o'clock tomorrow morning, Tuesday, May 24, 
the amount of short-time securities in the portfolio of the Federal Reserve 
System and the separate Federal reserve banks cn February P4; likewise the 
amount of lon£—time securities in the portfolio of the Federal Reserve 
System and of the separate Federal reserve banks on February 24, Further­
more, the Council is desirous of knowing in some detail the purchases made 
by the System and the separate Federal reserve banks in the period from 
February 24 to April 27 and from April 27 to date, especially showing the 
amount of short-time securities and the amount of long-time securities 
as well as the exact nature these securities (that is, specifically 
which Issues were purchased)* The Council is also interested in knowing 
to what extent these purchases in the period from February 24 to date 
were made in the open market or through banks and how much was obtained 
by direct subscription. The Council wishes to ms have this information 
in order to use it as the basis for a possible recommendation.H
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jftsrnl Ntjg. 181 ^

Office Correspondence
iSamo. NQk. 181

'  j FEDERAL RESERVE

“ “  D a t e  M a r c h  l 6.  V f i 2
To__ Mr. Morr i l l _______________________ Subject; Allotment of United States

ment securities in 
From Mr . Smead_______________________ _________________________ment Acct

\  On February 29. 1932, just before the System began increasing its hold­

ing of securities in the Special Investment Account, the participation of 

the Federal Reserve Bank of Atlanta amounted to $12,478,000, and there ha* 

been no change in Atlanta's participation since that date. This $12,^78,000 

do68 not include $ 7*000,000 fold from its  participation to other Federal re­

serve banks in October and December last year.

 ̂ The $70,000,000 of United States securities purchased for the Special

Investment Account since February 29 have been alloted as follows:

New York $56,052,000
Philadelphia 5. **25,000
Cleveland ' 4,673*000
Kansas City 3,850,000

Total 70,000,000

It has been the practice to vary, from time to time, the percentage par- 

ticipation of the various Federal reserve banks in the System Account, depend­

ing on their expenses, dividends, charge-offs, etc. The following percentages, 

based on the ratio that each bank's expenses, dividends and charge-offs for 

the year 193* bore to the total of such items for the System, were set up for 

use during the fir s t  six months of 1932, with the intention of adjusting them 

each month thereafter, based on the actual and estimated figures available at 

the end of each month during the last half of the year:

Boston 7-l/U per cent Chicago 12-3/4 per cent
New York 27 M S t . Louis 4-1/4 M
Philadelphia 7-3 /4 M Minneapolis 3 “
Cleveland 10-1/2 M Kansas City 5-1/2  “
Richmond 5 M Dallas 3- 3/U *»
Atlanta 4-3/4 " San Francisco 8-1/2 w

Total 100 "
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The $70,000*000 of securities recently purchased for System Account 
have not been alloted on the basis of these percentages.

The actual participation of each Federal reserve bank in the Special 
Investment Account as of last night, and its quota of such securities based 
on the above percentages, is as follows:

Federal
Reserve
Bank

Actual participation
....  ....

Participation 
based on 

allotment ratios
Boston $55,UoU,ooo $U6,169,160
New York 209,560,000 171,9 0̂,320
Philadelphia 57,o?U,ooo *+9.353.2Uo
Cleveland 72,959,500 66,865,680
Richmond. 19,080,500 31•8U0,800
Atlanta 12, 7̂3,000 30,2U8,760
Chicago 85.362,000 81,19Ut0i40
St. Loui s 27*226,500 27.06U.680
Minneapolis 20,003,000 i9,ioU,Uso
Kansas City 22.u71t.000 35.02U.S80
DallaB 17.363*500 23,880,600
San Francisco 37.7U1.000 5U,129,360

Total 636,816,000 636.8l6.OOO
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M a r c h  8t  1 9 3 2

R e s e r v e  f o r  d e p r e c i a t i o n  O n  U . S .  

b o n d s  a n d  s p e c i a l  i n v e s t m e n t  a c c o u n t

O f  f l e a  M s n o r a a d u a  

M r .  T a n  F a s t e s t

M r .  F r e e l a n d  o f  t h e  l e w  Y o r k  B a n k  a d v i s e d  m e  y e s t e r d a y  t h a t  t h e  r e s e r v e  

f o r  d e p r e c i a t i o n  o n  U n i t e d  S t a t e s  b o n d *  h e l d  i n  s p e c i a l  i n v e s t m e n t  a c c o u n t  

v a t  a l l o c a t e d  t o  t h e  v a r i o u s  F e d e r a l  r e s e r v e  b a n k s  i n  p r o p o r t i o n  t o  t h e  r a t i o  

o f  t h e i r  p a r t i c i p a t i o n  i n  t h e  s p e c i a l  i n v e s t m e n t  a c c o u n t  t o  t h e  t o t a l  a a o u n t  

o f  U n i t e d  S t a t e s  s e c u r i t i e s  s o  h e l d .  I t  s h o u l d  b e  n o t e d  t h a t  t h e  d i s p o s i t i o n  

w a s  n o t  » a d e  i n  a c c o r d a n c e  w i t h  t h e  r a t i o  o f  U n i t e d  S t a t e s  b o n d s  i n  s p e c i a l  

i n v e s t m e n t  a c c o u n t  h e l d  b y  e a c h  b a n k  a s  r e p o r t e d  o n  D e c e m b e r  3 1 .  1 9 3 1 .  I n  

s e t t i n g  n p  t h e  r e s e r v e  f o r  d e p r e c i a t i o n ,  t h e  a m o u n t  o f  p r e m i u m s  t o  b e  a m o r t i s e d  

i n  1932 m s  d e d u c t e d  f r o a  t h e  h o o k  v a l u e  i n  a c c o r d a n c e  w i t h  I n s t r u c t i o n s  r e ­

c e i v e d  f r o m  t h e  F e d e r a l  R e s e r v e  B o a r d .  T h e  p a r  v a l u e ,  b o o k  v a l u e  a n d  M a r k e t  

v a l u e  o f  U h l t e d  S t a t e s  b o n d s  h e l d  i n  s p e c i a l  i n v e s t m e n t  a c c o u n t  o n  D e c e m b e r  3 1 .  

t h e  a m o u n t  o f  p r e m i u m s  t o  b e  a m o r t i s e d  i n  1932 a n d  t h e  d e p r e c i a t i o n  r e s e r v e  

i e t  u p  o n  e a c h  i s s u e  w e r e  a s  f o l l o w s :

F i r s t  l i b e r t i e s  3 i  

F i r s t  l i b e r t i e s  

F o u r t h  *

T o t a l

F i r s t  l i b e r t i e s  

F i r s t  1 
F o u r t h  *  

T o t a l

t v  T « a m .  

$80,025,000 
1 6 . 7 5 0 . 0 0 0  

n s . o f t o . W 9 . . .211, 815.000
P r e m i u m  t o  b e  

a m o r t i s e d  I n

............1 9 3 2 _______________

1.007.082.80
2 6 3 . 8 8 1 . 6 ?

2.163.587.04 
3 . 5 3 * . 5 5 1 - 5 1

B o o k  T a l n e  

$81,032,082.80 
1 7 . 0 1 3 . 8 8 1 . 6 7  

1 1 8 . 9 0 9 . 1 7 1 . 6 1216, 9* *6. 136.08
D e p r e c i a t i o n  

r e s e r v e  s e t  u p  

o n  D « c .  3 1 . 1 9 3 1  

1 . 7 0 0 . 5 3 1 . 2 5  

7 3 . 2 8 1 . 2 5  

2 . 1 9 9 . 8 8 4 . 5 7  

3 . 9 7 3 . ^ 9 7 . 0 7

M a r k e t  v a l u e

[1
$ 7 * .  _  16. 676. 7 1 8 . 7 5  

U 4 . 5 3 6 . 7 0 0 . 0 0  

2 0 9 . 5 3 7 . 8 8 7 . 5 0

( S e e  C h a r g e - o f f  f o l d e r  1 9 3 1  f o r  O r i g i n a l  o f  t h i s  m e m o .  -  

n o t e d  S m e a d ) .
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3 3 ^ /

February 17 , 1932

Governor Meyer 3  33M r. Smead

In accordance with your verbal request, I m  attaching hereto a 

statement showing the amount of United States bonds purchased for Special 

Investment Account from dealers in securities, where such purchases were 

accompanied by the sale, on the sam  day to the same dealer, of an equal 

amount of short-term securities. The statement covers the period from 

August 1, 1931 to February 10 , 193*2*

There is  also attached another statement, showix  ̂ sales of United 

States bonds f*om Special Investment Account to dealers in securities 

during the saae period, t&ere such sales were accompanied by purchases, on 

the same day from the saute dealer, of an oqual amount of short-term securi­

tie s .

The only transactions of the above character made by the ifederal He- 

serve Bank o f Hew Yoik for its  own account were a purchase of $250,000 of 

f i r s t  Liberties from the Discount Corporation on December k, accompanied 

by the sale to the same corporation of an equal amount of Treasury b ills ; 

and the purchase of $2,000,000 of Treasury certificates from Salomon 

Brothers and Hutaler on September 17* *tai«h were offset by the sale to them 

o f an equal amount of fir s t  Liberties.

Divis: —  ak  Operations ;

Mto Mo—̂ Z - / 7 ~  J  >-•

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



Reproduced from the Unclassified / Declassified Holdings o f the  National Archives

d e c l a s s if ie d

Authority fcQ  ,

9 A U B S ,  9 0  D X i l l B S  I I  S X C O R I T I S S ,  O F  U I I T K D  S T A T K 3  M B S  T R Q M  S P E C I A L  

Z X T m H S l T  A C C O U F T ,  I H I C H  f » S  A C C 0 M P A V I 2 D  B Y  H J R C H / t S S S  O V  t S S  S A M I  

D A I  O F  A 1 S q m  A M O O X T  0 ?  S H O H T - T ' K H M  3 K D 1 I T I 1 6 S  F B O M  T H I  S A M S  D B A L S R -  

A 0 G U 8 T  1 ,  1 9 3 1  T O  F E B R U A R Y  1 0 .  1 9 3 2

S o l d  t o D a t a C l a s t

|  A m o u n t  

i(MT Bat* M a t u r i t y

B r o s .  6  H u t s l s r * -  U .31
7 - j ,

B r o s .  A  H u t i l s r * - W - 3 1- C ?

H & n s e & t t o  C o r p . £ 1 5 - 3 1

i °

B r o s .  &  H u t i l s r 1C * -  7.31
T o t a l

F i r s t  L i b e r t i e s

F o u r t h  L i b e r t  l e u

♦5,000.000 
16.500.000 
5.000.000 
2.000,000
28, 500,000

k - l / k f

k - l / k

b - l / k

k - i / k

6 - i 5 - * 7

6 - 1 5 - 4 7

6- 15- H 7
1 0 - 1 5 - 3 *
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w m m s m  of m x r m  sta*.*s bqhds, fob s p e c i a l  i s t r s t m s i p t  accoust, f h o m  m i s

»  SICUBITIIS, WHICH fKBB ACCOMPAVTO BT SALIS 0 1  TH1 SAWR D A T  O F  AH S Q U A L  

AMODBfT OF SHOBf-TSRM SECURITIES TO TEX S A M I  DEAL SB -  
AUGUST 1, 1931 TO F K B B U A B Y  10, 1932

Bought froa Data Class Amount
B t t e M a t u r i t y

F i r s t  V a t . - O l d  C o l o n y  C o r p . *  

C .  F .  C h i l d s  A  C o . *

C .  F .  C h i l d s  A  C o . *

D i s c o u n t  C o r p . *

8 — 4 — 3 1  * 

8 - 5 - 3 1  *  

8 - 5 - 3 1  

8 - 0 - 3 1 •

F i r s t  L i b e r t i e s *  

•  •  * 
f t  «  »

•  ft *

$ 2, 000, 000*1, 000, 000*1, 000, 000*500, 000*

3 - 1 / 2 1 1  •  

3 - 1 / 2  > 

3 - 1 / 2 '  

3 - 1 / 2  ’

6 - 1 5 - 4 7  • 

6 - 1 5 - 4 7 •  

6 - 1 5 - 3 2 - 4 7  

6 - 1 5 - 4 7  •

D i s c o u n t  C o r p . *

F i r s t  H a t . - O l d  C o l o n y  C o r p . *  

F i r s t  M a t  . - O l d  C A l o n y  C o r p . *  

F i r s t  H a t . - O l d  C o l o n y  C o r p . *

8 - 6 - 3 1  ’ 
8 - 1 1 - 3 1 *  

8 - 1 2 - 3 1 ‘ 
8 - 1 7 - 3 1 *

F o u r t h  L i b e r t i e s  *  

F i r s t  L i b e r t i e s  *

H •  •
I I  « •

1, 500,000 • 1, 000, 000* 1. 250, 000* 1, 250, 000*

4 - 1 / 4 -

3 - 1 / 2  •
4 - 1 / 4 ’

4 - 1 / 4 »

1 0 - 1 5 - 3 3 - 3 #  

6 - 1 5 - 4 7 • 
6 — 1 5 — 4 7  * 
6 - 1 5 - 4 7  •

S a l o m o n  B r o s  A  H u t  t i e r *

H o w  T o r k . - A  H a n s e a t l c  C o r p . *  

C .  F .  C h i l d s  i t  Co.
D i s c o u n t  C o r p .  -

8 - 1 7 - 3 1 *  

8 - 1 8 - 3 1  

8 - 1 8 - 3 1 *  

8 - 1 8 - 3 1  *

•  I I  1 

i  t t  -  

I I  I I  • 

'* * •

i . 5 o o , o o o *  

2 0 0 , 0 0 0  * 1, 500,000 • 500, 000-

4 - 1 / 4 *

3 - 1 / 2

4 - 1 / 4 -  

3 - 1 / 2 .

6 - 1 5 - 4 7 '  

6 - 1 5 - 4 7 -  

6 - i 5 V * 7 -  

6 - 1 5 P 4 7  -

D i s c o u n t  C o r p . *  

D i s c o u n t  C o r p . *  

D i s c o u n t  C o r p . *  

D i s c o u n t  C o r p . *

8 - 1 8 - 3 1 '  

8 - 1 8 - 3 1 '  

8 - 1 8 - J l *  

8 - 1 9 - 3 1 *

N  K '
F o u r t h  L i b e r t i e s  * 

i t  •  <
» *  *

1, 300,000 * 

2 , 5 0 0 . 0 0 0 -  

2 , 5 0 0 , 0 * 0  '  

1 , 0 0 0 , 0 0 0  *

* 1 - 1 / 4  • 

4 - 1 / 4 -

u - 1 / 1 *  -

4 - 1 / 1 *  •

6 - 1 5 - 4 7 •  

1 0 - 1 5 - 3 * -  

1 0 - 1 5 - 3 8  -  

1 0 - 1 5 - 3 8 -

C .  F. C h i l d s  i t  C o . *

C .  F. C h i l d s  i t  C o . *

F i r s t  H a t  . - O l d  C o l o n y  C o r p . *  

S a l o m o n  B r o s ,  i t  H u t s l e r >

8 - 1 9 - 3 1 *  

8 - 1 9 - 3 1 *  

8 - 1 9 - 3 1  * 

8 - 2 0 - 3 1 '

F i r s t  L i b e r t i e s *  

i i  *  -  

*  «  - 

M f t  '

1 , 0 0 0 , 0 0 0 *  

1 , 0 0 0 , 0 0 0 -  

1 , 0 0 0 , 0 0 0  * 

1 , 0 0 0 , 0 0 0  •

3 - 1 / 2

4 - 1 / 4  ■ 

3 - 1 / 2 •  

3 - 1 / 2

f c .15. 47-  6- 15-47 ■ 6- 15-47 •

6 - 1 3 1 * 4 7  -

S a l o m o n  B r o s  i t  B a t t l e r -  

C .  F .  C h i l d s  i t  C o . -  

D i s c o u n t  C o r p .  *

S a l o m o n  B r o s  A  H u t t i e r

8 - 2 0 - 3 1 “

8 - 2 0 - 3 1 *

8 - 2 0 - 3 1 *

8 - 2 1 - 3 1 '

1 1  f t  '

I I  f t  '

F o u r t h  L i b e r t i e s -  

F i r s t  L i b e r t i e s *

4 . 0 0 0 . 0 0 0 '

2 . 0 0 0 . 0 0 0 '  

5 , 0 0 0 , 0 0 0 *  6, 500, 0̂  •

4 - 1 / 4  • 

| * - l / 4  •  

4 - 1 / 4  • 

4 - 1 / 4 -

6- 15-47 • 6- 15-47• 

1 0 - 1 5 - 3 8  •  

6 - 1 5 - 4 7 -

S a l o m o n  B r o s  A  H u t s l e r *

C .  F .  C h i l d s  A  C o . -

F i r s t  V a t  . - O l d  C o l o n y  C o r p . *

S a l o m o n  B r o s .  A  H u t s l e r  •

8 - 2 1 - 1 1  * 

8 - 2 1 - 1 1  * 

8 - 2 1 - 3 1 *  

s - 2 5 ^ 3 1 -

ft *
I I  ft '

«  I I  .

F o u r t h  L i b e r t i e s  *

1 , 0 0 0 , 0 0 0  * 

5 , 0 0 0 , 0 0 0  • 

1 , 0 0 0 , 0 0 0 *  

1 ,  0 0 0 , 0 0 0  •

3 - 1 / 2  •

4 - 1 / 4 -

6 - 1 5 - 4 7 -  

6 - 1 5 - 4 7 -  

6 - 1 5 - 4 7 -  

1 6 - 1 5 - 3 8  •

C .  F. C h i l d s  A  C o . *

C .  F. C h i l d s  A  C o . ^  

D i s c o u n t  C o r p . *

S a l o m o n  B r o s  A  H u t s l  e r  *

9 -  9 - 3 1 *  

9 - 2 3 - 3 1 -  

9 - 2 4 - 3 1 *  

9 - 2 5 - 3 1  *

F i r s t  L i b e r t i e s  *

«  *  <•

«  i i  t  

F o u r t h  L i b e r t i e s  •

5 . 0 0 0 , 0 0 0  • 

1 , 0 0 0 , 0 0 0  * 

1 0 . 0 0 0 , 0 0 0 -  

3 . 5 0 0 , 0 0 0 -

3 - 1 / 2 •  

3 - 1 / 2  •

3 - 1 / 2  •

4 - 1 / 4 '

6- 15-47 - 6- 15-47 •6- 15-47 -

1 0 - 1 5 - 3 8  •

S a l o m o n  B r o s  A  H u t s l s r  • 
D i s c o u n t  C o r p . *

D 1 s c o u n t  C o r p .•
S a l o m o n  B r o s  A  H u t s l e r  -

9 - 2 8 - 3 1 *  

9 - 2 8 - 3 1 *  

9 - 2 8 - 3 1  * 
1 2 - 7 - 3 1  *

F i r s t  L i b e r t i e s  * 
i i  *  •
ft ft •
M f t

1 , 0 0 0 , 0 0 0  '  

1 , 0 ^ , 0 0 0  *5. 000.000 •

1 . 0 0 0 . 0 0 0  >

3 - 1 / 2  •

4 - 1 / 4 -

■

6- 15- 1*7.

6- 15-47 •  6- 15-47 • 6- 15-47 *

Total 77,500,000
* f  7  A  ̂&  $
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Form  Ko. 131

Office Correspondence
FEDERAL RESERVE 

BOARD Date February 5, 1932

To Mr. Smead 

From . Mr. Myrlck

S u b ject:

2— 8495

In compliance with your request I have looked into the question of

whether It  ia correct to refer to "the amount of U. S. securities allotted

to your bank from the System's Special Investment Account."

Form 3*4 shows the amount o f U. S # Certificates of Indebtedness and 

Treasury B ill*  “Exclusive of certificates and b ills  purchased throu^i Open 

Market Policy Conference and held for our account by F» R. Bank of New Yoik."

Form B~3 shows the amount of total discount and open market operations 

"Exclusive of b ills  payable in foreign currencies purchased abroad and of 

U. S. securities bought for or from the System'll Special Investment Account."

Form E has an explanatory note on page 35 reading "Do not include parti­

cipations in securities purchased and sold by the Executive Committee of the 

Open Market Policy Conference•"

The Investment Schedules (Form S-2) submitted by New York read: HPUR­

CHASED SPECIAL INVESTMENT ACCOUNT UNITED STATES SECURITIES FOR FEDERAL 

RES5RVE SYSmi.M

The Secretary1 s Minutes of the December̂  1931 Governors' Conference 

refers to "Governor Harrison, Chairman of the Open Market Policy Conference." 

The minutes also refer to the "Executive Committee of the Open Market Policy 

Conference."

Form 3** also shows the item "Participation in special investment account -  

U. S. securities."
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F e d e r a l  R e s e r v e  B a n k  3 ? , ^ .  2 > y

o f  N e w  Yo r k

IN REPLY PLEASE R EFER

t cGeneral Ledger January 2, 1952

.p f  . ,Mr.t, &nga£
S i r s :

The depreciation December 51, 1951 on Special Investment Ac­
count, United States Securities, for the Federal Reserve System as computed 

by us is as follows:
Boston $  588,703.07
New Yo^k 1,011,039.67
Philadelphia 357,867.18
Cleveland 473,330.90
Richmond 133,766.56
Atlanta 87,476.97
Chicago 588,417.12
St. Louis 186,469.71
Minneapolis 140,231.77
Kansas City 130,563.76
Dallas 139,254.24
San Francisco 336.576.12

Total 13,973,697.07

Respectfully#

Manager, Accounting Department
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1931 
*©▼♦ 30

Prepared lay Mr* Scudder for Mr. Snead's information 
(to be kept up to date)

m m im s  n  s f s o u l  t s r m fm m  t o o m ?  akd AMotrns o f m m ic t p m m  
w s m ^ a m m  * m  m w r n m  t m u  m m m m  i, 1931.

W * w  f o r k  

112, $9**
K i c h m o a d

g?tH06

A t l n a t a

l H . W

Dallaa

1 M J 2
Do#, % 1 0 9 . 8 9 U Dallas raaoud $ 3 , 0 0 0 , 0 0 0  

•f M M t rcllaqtttriMd la 
Oe taker

l?.6Ji

D#c. 19 1 0 7 , 3 9 * Dallaa n iM l  $ 2 , 5 0 0 , 0 0 0  

»t aaovnt r.liaqutihad la 
OcUb.r

20*132

D#0. 23 l U o ,983 Richmond rallnqulahad
$ 3, 000,000 2*1, 1*06 B«linqul«1&*A 

to Wtw York

D#«, 29 1 U 2 . 0 1 0 Atlanta rallaqoltiMd
$ 8 , 0 0 0 , 0 0 0

12f6H6 Htllnquithtd 
to low York

Boc. 31 1> A ,817 Richmond r.lin<{ttlahc&
* 5, 000,000 19.001 Bollnquisbod 

to »«w York
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FEDERAL RESERVE SYSTEM

T E L E G R A M

(LEASED WIRE SERVICE)

RECEIVED A T  WASHINGTON, D . C.

Gtoldenweiser

acceptances attached your letter october 28 calls for domestic
bills and foreign bills separately Crowells dictionary defines 
domestic bill as one drawn and payable in same country while foreign 
bill is one drawn in one country and payable in another It also

v-'

states that a bankers bill is domestic when drawn on a home bank and 
foreign when drawn on a bank abroad Under first definition dollar 
acceptance would be foreign bill and under second a domestic bill 
In order to be certain please give us your definitions

Stewart
32 5p

V. S. •OTBftMMBIT WUKTINe OTtlCS: 1038

/ Q J U . //
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PRELIMINARY MEMORANDUM, SUBJECT TO REVISION

CONFIDENTIAL August 3, 1931.

MEMORANDUM ON CREDIT CONDITIONS FOR THE MEETING OF 
THE OPEN HARKET PQLICY CONFERENCE AUGUST 11, 1931.

In the past six weeks there has been no evident improvement in business. 
In fact the available indexes rather show some decrease in activity. The com­
plete figures for June show a volume of activity considerably reduced from the two 
preceding months and nearly as low as the lowest point reached in January as indi­
cated by the following principal indexes.

Jan. Feb. Mar. M L l May June
F. R. Bank of N. Y. Volume of Trade Index^ 81 83 83 84 83 82p

F. R. Bd. Production Index^2^ 83 86 88 90 89 86p
(1) In per cent of calculated normal. p Preliminary
(2) In per cent of 1923-1925 average.

Y/hile the weekly indexes of commodity price movements show a practically 
stable level for tho past two months, a number of important individual commodities 
have been weak, especially agricultural products, Industrial employment, after 
showing at least the usual expansion in tho spring, declined in June to a now low 
level for recent years.

The great impediment to business improvement has been a series of finan­
cial disturbances both at home and abroad which have unsettled confidence. In 
June there were 166 bank failures in the United States, the largest number since 
January, with total deposits involved of 2̂18,000,000, the largest since last 
December. The preliminary figures for July indicate 89 failures with deposits of 
$45,000,000, tho scime as in May.
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Bank Suspensions
Deposits

Number In millions of dollars
1930 1931 1930 1931

January 99 202 29 78
February 85 77 33 35
March 76 86 24 35
April 96 64 33 42
May 55 89 19 45
June 66 166 71 218
July 65 89p 32 45p
August 67 22
September 66 24
Octobcr 72 25
November 254 186
December 344 367 P
But of considerably greater magnitude than the financial troubles at 

home have been difficulties abroad, which have included temporary breakdowns of 
the financial structure in a number of the central European countries. These 
events in turn have placed such pressure on the London money market as to cause 
a drain in a feu brief weeks of more than >̂150,000,000 in gold, with the conse­
quence that the Bank of England has sought and obtained a central bank credit and 
has arranged by Treasury minute an increase of 15 million pounds in its fiduciary 
issue. A lesser but contributing factor to financial unrest has beon the addi­
tion of Chile to the list of South American countries which have suspended payment 
on their foreign debts.

These financial developments are only the symptoms of a deeper underlying 

economic disequilibrium. The worldwide drop in commodity prices has thrown out 
of balance the int or national trade position of many countries and has increased 
tho burden of the paynsnt of international debts to a point where many of these 
countries will have grave difficulty in meeting their external obligations. This 
disturbance to the balanoe of trade has accompanied a decline in national income
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which has forced out of balance the government budgets of many countries. At a 
time when unemployment is creating gpceat social distress and when government enter­

prises are being advocated as a means of relief, governments are finding their 
income insufficient to meet even their ordinary budgetary expenses* Under these 
circumstances our trade with other countries has been cut to less than half the 
1929 figures.

Prior to the recent outbreak of financial difficulties in central Europe 
there was perhaps some reason to hope far a business improvement in the autumn with 
some recovery in commodity prices. Recent developments have decreased the prob­
ability of any such recovery. It now appears that in this and other countries a 
winter of severe unemployment and distress is to be expected unless some unusual 
development now unforeseen occurs to change the situation. Another winter of this 
sort may bring with it a severe threat to the capitalist system in some countries, 
the risk of the overthrow of conservative governments and the danger of critical 
social and political disturbances in many parts of the world. The situation is 
sufficiently serious to justify the consideration of every sound remedy*

Federal Reserve Position 
Since June 22 the Federal Reserve banks have purchased $80,000,000 of 

Government securities under the authorization to purchase up to $100,000,000, 
arranged at the meeting of the open market policy conference on April 29 and 
approved by the Federal Reserve Board. The changes since that time in the various 
elements of Federal Reserve credit and other factors influencing the money market 
are shown in the follov̂ ing table.
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(Averages of daily figures. In millions of dollars)
Week Ended Week Ended
June 20, 1951 Aug. lt 1931 Change

Bills discounted 197 185 - 12
Bills bought 118 66 - 52
U. S. securities 601 678 + 77
Other reserve bank credit 50 25 -__7
Total reserve bank credit 946 952 + 6

Monetary gold stock 4,884 4,951 + 67
Treasury currency - adjusted 1,764 1,788 + 24
Money in circulation 4,773 4,812 + 59
Member bank reserve balances 2,407 2,388 - 19
Miscellaneous 414 491 +77*
*Due chiefly to increase in balances of foreign correspondents with Federal 

Reserve Banks which now total over $100,000,000.

Bills discounted and acceptances purchased taken together have declined 
#64,000,000, nearly offsetting the purchases of Government securities. A gain of 
#67,000,000 in gold has been practically absorbed by an increase of currency in 
circulation, and in addition balances of foreign banks at the Reserve Banks have 
increased by an amount sufficient to absorb all of the excess reserves and leave 
the member banks just about even in their reserve position. Thus neither the pur­
chases of securities nor the gain in gold have placed any more funds permanently 
at the disposal of tho member banks, but on the contrary there are now loss frco 

funds than a month ago.
Member banks generally did not put to active use the cxcess reserves in 

their possession for some weeks past. The temper of the banks has been to make 
their position constantly more liquid rather than to seek full employment of their 
funds. In pursuance of this aim they have reduced their loans on securities and 

their holdings of securities other than Governments and have increased their hold­
ings of bankers acceptances and Government securities. The New York banks, in 
which the surplus of reserves centered, have indeed increased their extensions of
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credit, but not in sufficient amount to offset decreases elsewhere* These tenden­
cies are shown in the following table.

Weekly Reporting Banks - figures in millions of dollars

Change from June 24 to July 29 

N. Y. City Other cities Total
Loans

On securities - - - - - - - - - -  - 106 - 53 - 159
All other*----------------- + 138 - 33 + 105

Investments
U. S. Government securities - - - + 118 - 79 + 3 9
Other securities - - - - - - - -  - 19 - 13 - 32

Total------------  + 131 - 178 - 47
* Includes bankers acceptances*

This conservative attitude of the banks and their desire to maintain 
their funds in very liquid form operates as a limitation to their putting into 
active use additional funds which become available.

In considering the prospective influonccs upon the Fedoral Reserve posi­
tion for the next few weeks the following comments may be made.

(1) The gold movement appears at the moment to be partly arrested 
though some imports continue and though there are a number of countries from which 

more substantial imports might easily come.
(2) Bills discounted and bills purchased appear to be at a practical 

minimum. The present amount of bills purchased appearing in the statement as 
#60,000,000 includes less than ^30,000,000 of domestic bills, the balance consist­
ing of foreign bills* The amount of foreign bills held is not likely to diminish 
but may well increase, and before many weeks we shall roach the period when more 
domestic bills come into the market. The System appears now therefore to have
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just reached the point where further purchases of Governments will no longer be 

offset by declines in discounts and bills.

(3) Currency circulation ordinarily reaches approximately its lowest 

point for the year in the last week of July and thereafter begins to increase.

The future movement of circulation depends not a little upon the state of confi­

dence in banks. There is now probably as much as $500,000,000 of hoarded currcncy.

(4) The increase in foreign balances with the Reserve Banks has becomc 

an important influence on the money market, though this movement is probably 

nearing its end.

In the consideration of any'further purchases of Government securities 

or equally of credits to foreign countries question arises as to the gold position 

of the Reserve System and how much leoway the System has for further such opera­

tions. It may reasonably be assumed that at the present time for the first time 

in recent years purchases of Government securities would cause very little if any 

reduction in discounts or acceptances, but would be followed mainly by an increase 

in member bank reserve balances, (unless some other cause not now foreseen operated 

to absorb the funds). On this assumption $35 of gold would bo required to be set 

aside for every $100 of Government securities purchased. To the extent, however, 

that purchases were accompanied by decreases in discounts or acceptances $100 of 

gold would have to be set aside for every $100 of security purchases, since this 

amount would be required as collateral for Federal Reserve notes to replace the 

discounts or bills liquidated. The effect of investments in foreign bills which 

are not under present arrangements eligible as collateral for Federal Reserve 

notos would bo somewhat similar to the effect of buying Government securities.

The various possible effects arc shown in the attached table.

The amount of free gold available to meet these or other requirements, 

such as an emergency demand for currency, is shown in the following table both for
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the system as a whole and for the several Reserve banks. The first column shows 

the amounts of free gold on the assumption that Federal Reserve notes are treated 

as at present^ with considerable amounts of notes in the tills of most of the 

Reserve banks that have been issued to the banks but not put into circulation.

The second column shows the results if these notes in till are reduced’to a 

reasonable minimum in accordance with computations made by the Federal Reserve 

Board on the basis of information from the Reserve banks•

"FREE GOLD" OF THE FEDERAL RESERVE SYSTEM 

(Figures as of July 29, 1931 - In millions of dollars)

Actual Potential
District Free Gold* Free Gold**

Boston - - - - —  - - - - - - 48
New York - - -  - -  - —  —  ■ 623
Philadelphia - - - - - - - - - 40 68
Cleveland - - - - - - - - - - ------ 60 75
Richmond - - - - - - - - - - - 7
Atlanta - - - - - - - - - - - ------ 5 7
Chicago - - - - - - - - - - - ------  69 149
St. Louis - - ------ - - -------  7 1 1
Minneapolis - - - - - - - - - ------  5 5
Kansas City - - - - - - - - - ------  is 8
Dallas - - - - - - - - - - - - 9
San Francisco -- - - - - - - ------  _34 76

System - - - - - - - 1,086

* After providing collateral for all notes actually issued to 
Federal Reserve Banks*

** Computed by Division of Bank Operations of Federal Rcsorvc Board 
assuming provision for collateral for only a minimum supply of 
Federal Reserve notes issued to the banks but not in actual 
circulation.
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CHANGES IN FEDERAL RESERVE SYSTa’ POSITION 
RESULTING FROM $100,000,000 CREDIT TO A FOREIGN BANK OF ISSUE

Assumptions
1. That the credit is entirely used.
2* That foreign bills purchased are not available as collateral for Federal Reserve Notes*

Position after buying $100,000,000 of Foreign Bills

Actual Statement 
July 8

If Proceeds Are Used 
to Earmark or 
Export Gold

If Proceeds Are Used 
to Create Deposit 
At Reserve Banks

If Deposit so Created 
is Used to fcake 

Payments
(millions) (millions) (millions) (millions)

Total Reserves $ 3592 — 3492 1 3592 $ 3592

Earning Assets
Bills discounted 162 162 162 162
Bills bought 92 — *■ 192 ->192 192
Gov. securities 668 668 668 668
Other securities 10 10 10 10

Total 932 — ¥ 1032 ->1032 — >1032

Dus from Foreign Banks 4 4 4 4

Note Circulation 1737 1737 1737 1737

Deposits
Member Banks 2439 2439 2439 — » 2539
Foreign Banka 40 40 -* 140 40
Other __48 __48 __48 __48

Total 2527 2527 — ► 2627 — 2627

Reserve %
Combined 84*2$ 81.9# — > 82. — ► 82. 36
Against deposits after 
providing for note

— 63.8%collsteral 66.3# — > 62.4# ■— *► 63*8$»
Free Gold Remaining 792 -»-692 -V757 -►757

Effect on Uarket None None Gain of 
100 million

I f  instead of buying bills the credit should take the form of placing a deposit in 
a foreign bank, the only change in the above would be that bills bought would 
show no increase from the actual amount on July 8 and due from foreign banks 
would be increased $100,000,000. The effects on the reserve percentage, free 
gold, or the money market would be the same as those shown above.
indicates itans showing change
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FEDERAL RESERVE BOARD
WASHINGTON

X-6576
ADDRESS OFFICIAL. CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD

April 19, 1930.

Dear Sir;

Money market-; and related developments since the 
last meeting of the Open Market Policy Conference March 
24-25 have been such as to lead to some thought here, as 
elsewhere, that the relation of the Federal Reserve System 
to current trends should be reviewed with a view of deter­
mining whether the System’s position should be readjusted;- 
and, more particularly, whether the System portfolio of 
Governments should be maintained at its existing level.

With these considerations in mind, I am writing 
to ask whether you think a meeting in the near future is 
desirable, and whether it would be convenient for you to 
attend, if the meeting were called for Monday, May 5th.
It is realized that not all members of the Conference 
may find it convenient to attend, especially those living 
at a distance; and the fact that two meetings of the Con­
ference have already been held this year is not overlooked 
by the Board.

A written statement of views would be appre­
ciated by the Board from any bank not participating in 
the meeting of the Conference, should it be called.

Very truly yours,

B. A. Young, 
Governor.

TO ALL GOVERNORS.
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FEDERAL RESERVE BOARD
X-6556

WASHINGTON

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

SUBJECT: Revision of Open Market Procedure.

Dear Sir;

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

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

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

In the Board's letter of January 23, 1930, it was pointed out 
that certain working arrangements which might be necessary would best be 
determined by the conference itself when organized. In this connection, 
the representatives of the Federal reserve banks at the meeting on March 
24th and 25th voted it to be the sense of those present at the meeting 
that the representative of the Federal Reserve Bank of New York on the 
Open Market Policy Conference should be elected chairman for one year;
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that the Executive Committee, provided for in the procedure, should con­
sist of the chairman and the representatives of the Federal Reserve Banks 
of Boston, Cleveland, Philadelphia and Chicago for one year; and that the 
conference adopt a principle of reasonable rotation in the membership of 
the Executive Committee after the first year.

By order of the Federal Reserve Board.

Very truly yours,

E. M. McClelland, 
Assistant Secretary.

TO THE CHAIRMEN OF ALL FEDERAL RESERVE B M K S .

(Enclosure)
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(Draft of o'oen market procedure as revised at the meeting of the 
Federal Reserve Board with representatives of the 

Federal reserve hanks on March 25, 1930, 
and adopted by the Federal Re­

serve Board.)

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

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

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

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

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

(6) The conclusions and/or recommendations of the Open Market Policy 
Conference, when ap-oroved by the Federal Reserve Board, shall be submitted 
to each Federal reserve bank for determination as to whether it will par­
ticipate in any purchases or sales recommended; any Federal reserve bank 
dissenting from the proposed policy shall be expected to acquaint the 
Federal Reserve Board and the Chairman of the Executive Committee with the 
reasons for its dissent.

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

(8) Each Federal Reserve Bank participating in the Open Market Policy 
Conference shall be considered as waiving none of its rights under the 
Federal Reserve Act; each Federal Reserve Bank shall have the right at its 
option to retire as a member of the Open Market Policy Conference, but each 
bank while a member of the Conference shall respect its Conference obliga­
tions. H
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(Draft of proposed cpen market procedure as revised at the see ting of
the federal Beserve Board with the representatives of o  - 4 4  X / /

the federal reserve banks on March 25, 1930*) v  »  ̂  7

(X) Sic Open Mfcrloet Investment Committee, as at present constituted, is 
hereby discontinued end a new committee* voluntary in character, to he known as 
the Qpen Market Policy Conference, is set up in its place*

(2) The Open Market Policy Conference shall consist of a representative fros 
each federal Be serve Bask, designated by the Board of Directors of the hank#

(3) She Conference shell meet with the federal Beserve Board upon the call 
of the Governor of the federal Beserve Board or the Chairman of the Iteecutive 
Committee, after Consultation with the Governor of the federal Beserve Beard*

(4) The function of the Open Market Policy Conference shall he to consider, 
develop and recommend policies and plans with regard to open market operations*

(5) She tine, character and volume of purchases and sales shell he governed 
with the view of accommodating commerce and business and with regard to their 
bearing upon the credit situation*

(6) She oonluelotti and/or recoanmndations of the Open Market Policy Confer* 
ance, wham sqppreved by the federal Beserve Board, shall be submitted to each 
federal reserve bank for determination as to whether it will participate in any 
purchases or sales recommended; any federal reserve bank dissenting from the pro** 
posed policy shall be expected to acquaint the federal Beserve Board and the 
Chairman of the Ssecutive Committee with the reasons for its dissent*

(7) In Executive Committee of five shall be selected from and by the members 
of the Conference for a term of one year, with full power to act in the execution 
of the policies adopted by the Open Market Policy Conference and approved by the 
federal Beserve Board* and to hold meetings with the Board as frequently as may be 
desirable#

(8) Xach federal Beserve Bazik participating in the Open Market Policy Conference 
shall be considered as waiving none of its rights under the federal Beserve Act;
each federal Beserve Bank shall have the right at its option to retire as a member 
of the Qpen Market Policy Conference, but each bank while a member of the Conference 
shall respect its Conference obligations*
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Qh&iisaaj**o praliviltKiry n̂ tioraivta, by the i<*adart4l I> ©serve ftonxtt, ><M by 
r&pre*Mmtttti?ea of the aaroral b«u&a*

foile tvmumry tax period operations have distorted tha aaar-tSjEie 

view of tha m o m y  situation* it la alaur that ainae the MMrttnft of the aom- 

islttee oa January a8 uod 39 zonaey conditions have ousel imbatfmtially and 

laoney hua boaurte nore freely ev. liable and the aaae boa baen extended from 
tho short tin* to the long tia* m m y  xmrfcet.

The womittee btiliovea the atops already token by the Federal 
deserve in aaalx^ the mmy  mrket throu^i open oearaet operations
haire gone &a far in providing tha atimilu© of eaay Honey for buaineaa uae 
m  aeecyi deaixuble at thia time* The aormiitee bellevea that &fc praaeat 
there la no oaouain for further purohaaoa of ixovuraaeftt aeouritiee*

la the interoat of flexibility acd pr©|»ara4aa»® for the unax- 
peoted, the itomt&ttm favora a reduction in tha sitnjimin buying rata on 
hills, fixed by tha liaaarra Board, to Xt ia the eeaae of the
xBiwtixkSt hoirenrer, that in the hbsK&aoe of eon* developfctuta tlmt otiimot 
sovr ba antioipated, billa aihouM not ba bought helm !$l*

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives

DECLASSIFIED

Authority ^ 0  . l Q ^ 6 \

COrFXDlTTIAL
REPORT OF THE SECRETARY OF THE OPEN MARKET INVEST!ENT COMMITTEE ^  V
TO THE MEETING OF THE COMMITTEE AT WASH^TON ON M&RCH 24, 1950 (

At the time of the last meeting of the Open Market Investment Cousnittee, 

which was held at Washington on January 28 and 29r 1930* the total holdings of 

government securities in the System Special Investment Account amounted

t o - ------ * --------- -------------------------------------- §277,500,000

Th^ro was no change in the total amount of holdings in the System 

Account during the period January 28 to March 5, 1930* In view 

of declines in the bill portfolio of the System and pending a 

meeting of the Open Markst Comnitte$, the Federal Reserve Bank of 

New York, with the approval of the Fetjeral Reserve Board, purchased 

approximately $50,000,000 of government securities which have been 

allotted to such reserve banks as desired to participate, and made 

it; part of the special investment account# Ttiese purchases were 

made during the following statement weeks*

We«k ending >7ednesday, March U&r 1930 - - - - - - -  26^750,000
" " " " 1 9 ,  1930 ------------ ' 23^000 j 000

Total amount of holdings close of
business Wednesday, March 19, 1930 - - - - -  $327,250,000

The Federal Reserve Bank of San Francisco, at its request, was appor­

tioned a sufficient amount of the new purchases of governments to increase its 

participation in the System Account to approximately its proportionate share of 

the total holdings in the .Account. The reserve banks that expressed a desire to 

participate in these purchases and the amount that each bank received were as 

follows r
Boston $ 3,482,500
New York 6^219,000
Philadelphia 3,234,000 
Cleveland 4,726,000
Ri chmond 2,736 *000
Minneapolis 1,617,000
Kansas City 2,860,500
San Francisco 24,875,000

Total $49,750,000
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Tho principal changes in tjia make-up of tho government securities in 

tho System Account since January 28, 1930, none of which affected the total amount 

of holdings, were as follows:

February On February 18, the Federal Reserve Bank of
Dallas asked to be relieved temporarily of 
$5^000*000 of its participation of govern­
ment securities in the System Account,
Those securities wore taken over temporar­
ily by the Federal Reserve Bank of New York 
on February 18 and apportioned on February
19 to the other reserve banks which cared 
to participate, with the understanding that 
the Federal Reserve Bank of Dallas would re­
purchase these securities within sixty days.

February Exchange in the market of $15,000,000 5 1/8$
Treasury certificates due Ivfctrch 15, 1930, 
for a like amount of 3 1/2$ Treasury notes 
due 1930-33, anticipating the maturity of 
the certificates.

February Exchange in the market of $25,250*000 of
the $50,250/000 Treasury Bills due March 
17, 1930, held in the Account for a like 
amount of 3 1/2$ Treasury notes due 1930-32, 
in anticipation of the bill maturity.

March 15 Exchange of $>14,000,000 - 5 1/8$ Treasury
certificates due March 15, 1930, for a like 
amount of the new Treasury 3 1/4$ certificates, 
pursuant to the terms of the Treasury’s 
offerings

March 17 Redemption of the balance of $25*000,000
Tre&sury Bills due March 17, 19.20, which was 
offset by purchase in the market of a like 
amount of short-term governments.

There were also changes in the issues of governments which have had the 

effect of decreasing the amount of the longer maturities and increasing the 

amount of the shorter maturities.

The Federal Reserve Bank of New York is still holding in its invest­

ment account approximately $1 12 ,000,000 of short-term governments which were pur­

chased in the market last fall as previously reported. At the present time 

these securitios consist of the following issues:
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'Ss-/‘v ... .J-
U* S* Treasury Bills due May 15, 1930 $ 11,000,000
4 7/8$ Cert, of Ind. " June 16, 1930 10,301,000
3 1/8$ " " " " Sept.15, 1930 28,463,000
3 1/4$ tt " " w Dec< 15, 1930 1,615,000
3 1/2$ Treasury Notes " Mar* 15, 1930-32 30,941,900
3 1/2$ * " " Sept.15, 1930-32 29,851,750

Total §112,172,650

In addition to the foregoing the Federal Reserve Bank of New York has purchased 

#50,000,000 short-term governments, consisting principally of June, September 

and December 15 certificates, to replace a sale to be made to the Treasury, 

account Sinking Fund, during the latter part of March and early part of April of 

$50,000,000 3 1/2$ Treasury notes, Series A-1930-32; $25,000,000 of which notes 

are in the System Account and the balance of $25,000,000 in the investment 

account of the Federal Reserve Bank of New York.

TRANSACTIONS RELATING TO
SYSTEM PURCHASES OF BANKERS ACCEPTANCES

On February 21, the Federal Reserve Bank of Kansas City resumed par­

ticipation in System purchases of bills and asked to be allotted $5,000^000 

additional bills. At its requestr $5,000*000 of bills were sold to the Kansas 

City Reserve Bank frcm the portfolio of tide New York Reserve Bank, and again on 

March 15, by request, a similar sale was made in the amount of $3,000^000.

On March 4^ owing to its low earnings, the Federal Reserve Bank of 

Minneapolis asked for a larger allotment of bills. As it seemed unlikely that 

the System’s purchases of bills would be sufficient in the near future to in­

crease the Kansas City Reserve Bank’s allotment, it was sold §5,000^-000 of bills 

from the portfolio of the New York Reserve Bank.

The Federal reserve banks that are participating at present in the 

System purchases of bills are as followsi

*Boston Chicago
New York StV Loiiis
^Philadelphia Minneapolis
Cleveland Kansas City
Richmond Dallas
Atlanta San Francisco
* Participations at present confined to purchases in own 

district.
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Attached are statements showingt

Exhibit WA" - Outright holdings of government securities 
by individual Federal reserve banks, also 
their participation in the System Special 
Investment Account, and classification of 
issues held in the System Account by maturi-*- 
ties, all as of close of business March 19, 
1930,

Exhibit WB" - Bills purchased outright by the System by
weeks from January 3., 1929 to March 19, 1930,

Exhibit "C" - Earning asset holdings of all Federal
reserve banks March 19, 1930., as compared 
with previous week and March 20, 1929, also 
weekly average of earning assets from 
January 2, 1930 to March 19, 1930, as com­
pared with corresponding period 1929 and 
entire year 1929..

Exhibit ,VD" - Actual net earnings of all Federal reserve
banks for the months of January and February 
1930.
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EXHIBIT "A"

STATEMENT SHOWING HOLDINGS OF GOVERNMENT SECURITIES BY FEDERAL RESERVE BANKS
(Excluding Sales Contracts)

Outright Holdings of 
Government Securities 
by Federal reserve 
banks as at the close 

of business March 19, 1930

Participation by Federal 
reserve banks in System 
Special Investment Acct. 
Government Securities 
as at the close of 

Business March 19, 1930 Total

Boston $ 706,600 $ 30,162,500 $ 30,869,100

New York 116,402,600* 105,571,000 221,973,600

Philadelphia 15,010,100 31,697,500 46,707,600

Cleveland 10,164,800 25,251,000 35,415,800

Richmond 1,152,100 11,670,000 12,822,100

Atlanta 2,599,500 6,226,000 8,825,500

Chicago 19,927,400 51,412,000 71,339,400

St. Louis 8,625,000 10,641,000 19,266,000

Minneapolis 7,790,250 10,957,000 18,747,250

Kansas City 3,000 5,920,500 5,923,500

Dallas 9,987,800 10 ,647,500 20,635,300

San Francisco 9,642,650 27,094,000 36,736,650
Totals |202,011,800 #327,250,000 $529,261,800

* Exclusive of Special one-day Certificate of Indebtedness issued to cover 
the overdraft, and includes $4,000,000 held temporarily for resale to 
Treasury.

CLASSIFICATION OF ISSUES OF GOVERNMENT SECURITIES 
HELD IN THE SYSTEM SPECIAL INVESTMENT ACCOUNT 

_________CLOSE OF BUSINESS MARCH 19, 1930_______

U. S. Treas. Bills due May 19, 1930 $ 26,000,000
4 7/Q% C/I due June 16, 1930 60,610,000
3 1/8% " ” Sept. 15, 1930 80,075,000
3 1/4 f0 « " Dec. 15, 1930 36,000,000
3 1/2# T/N " March 15, 1932 37,555,000
3 1/255 w " Sept. 15, 1932 31,635,000
3 1/2$ " " Dec. 15, 1932 34,925,000
4 1/4# 4th L/L bonds Oct. 15, 1938 20,450,000

Total #327,250,000

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



/O
b il ls  roa&usi® flBma a g  i t  s r s m  b t  m m  
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"In Holdings 

Including Sales Contracts

3XHIBIT "B"

Dsalars 
Op*rations 
Vith Othar

iM ka ■ ■ I t f  I » lk ’Jaw Tork\ Systsa
JMUttt
- i t » -  
*3w  t  

i t  
23 
30

B^ataa UUta “ "K€JC m i l . G U m lnd  M.ci»a®i Atlanta 3tLc«^0 Dalla^

# 504
749
509
692

8m Fw>. Totals 0oarations Op*rations Baoaivsd

8 9,808 
7,422 
5,604 
3,040

1 15,601 
8,992 
4,405 
1,148

1 8**24 

$ £  
14,893

•  9,684 
*.047

10,624
1,109

I  16,308 
25,13* 
25,1*9 
16,000

•  2,925 
3,058 
2,144 
2,524

•O'*
1,251

539
-0-

«  150 
549 
359 

1,134

-0-
127

-0-
1,430

•  2,782 
1,729 
1,554 

290

-O-

-O-
-0-

110,059
3,297
1,684

992

# 48,329 
*4,684
^6*559
24,170

$26,633- 
ID, 233- 
26,014- 
15,620-

# ',258- 
4.139+ 

27,021- 
13,609-

$ 1,557 
5,574 
2,593 
2,852

Jab. *
U
20
27

1,724
550
814

1,564

i*,»w >
9,382

25,293
8.4ST

1,694
5,346
5,099

905

18,564
14,928
30,392
9.162

3,155
1*129

553
969

717
1,303

476
253

95
568
250

-0-

112
125
201

1,201

a&3
577

1,088
1,349

•O-
*0*
-0-
-0-

505
1,0*9
1,519

983

1,293
5,582
2,904

263

27,035
25,631
37,497
i5,jr44

17,956- 
10,443- 
25,738- 
15, 273-

24,367- 
19,684- 
35, 422- 
21,561-

2,010
327
903

3,641

2,031 
5,582 
6,2S t 
3,5*5

I t f A &
13
20
27

1.5t9
6,389
1,506
4,701

13,256
2,018
9,952
5,648

2,244
5,5*9
9,508

12,099

15,500
9,585

17.260
19.945

3,311
2,124
1,229

516

.418
1 ,5 *

863
1,424

515
150
469

1,305

405
200

1,302
657

592
623
25

621

-0-
-0-
-0-

729
1,093

808
602

1,935
2,539
3,29*
3,400

24,984
22,213
26,574
30,971

14,398-
12,323-
35,520-
17,464-

29,431-
21,543-
46,2^3-
28,411-

2 ,5a
3,575
2,556
1,866

\ 4,920 
5,243 
5,459

m n o

April 3
10
I t
24

929
1,465
4,281
2,496

9,073
4,732
3,525
8,321

6,584
2,531
2,504

4L6

15,659
9,263
6,029
8,939

1,410
1,639
1,594
2,554

498
«*o-
2,042
-0“

275
228
134
25

340
403
778

1,214

95
14
20

a s

-0-
-0-
«»Qm»
-0-

1,012
1,490

642
922

353
952
241
338

20,56? 
15.294 
15,761
16,304

13,573-
13,962-
13,772-

2, 116+

33,724-
17,386-
16.290-

148+

3,490
3,436
4,739
2, 4a

6 ,2 9 ^
2.853
3,744
3,55*

* * 1
8

15
22
2*

3,059
1.442 
3,230 
1,742
1.442

l> t84»
7.408
4,385
4,382
3,834

8,654
191

9,634
11,898
6,390

2*,4f9
9*599

14,019
18,280
10,224

2,387
1,689
1,399
1.623
1,946

-0-
250

8
-0—

502

278
101
400
100

524
1,287

761
650
S06

539
192
728
930

1.480

-O-
-o-
-Q-
-0-
-0-

714
1,132
1,682
1,308
1,101

1,036
1,698

323
1,626
1,942

30,747
15,567
22,251
26,459
19,343

20,847+
13,132-

8,759-
5,063-

15,983-

29,246+
13,240-
11,074-

3,121-
2^,067-

1,904
2,311
2,080
1,984
4,747

3,653
1»**5
2,904
2 ,a i
2,403

An * 5
12
19
26

1,594
1,040

114
339

4,856
4,008
2,810
4,374

2,902
1,355
2,883

945

9,958
5,363
5,693
5,319

2.113
2,179

991
377

-0-
-0-

992
1,050

200
225

-O-
313

1.145
991
303
178

204
271
450
648

-0-
-0-
-O-
-0-

518
969
654
894

847
743

1,96?
769

14,379
11,834
10,766
10,367

4,566+ 
6,402+ 

22,822- 
762-

5,172-
1,370+

27,085-
4,193-

5,083
6,a2
3,000
2,547

3,203
2,082
4,900
4,945

In ly 3
10
IT
24
31

1,684
*<>■
404
598
844

15
-0-
847

1.595
4,831

6,606
1,290

8,654
•iw0«

6,621
1,270

849
10,229

4,831

1,305
45

124
T71
588

-O-
-0-
-0-
-0-
-0-

-0-
-0-
•Q*
458
147

531
851
729
595
298

629
50
30

526
61

-0 -
-0-
-0-
-0-
-0-

618
720

i , a o
1.125

500

354
-0-
900
869
893

11,744
2,936
4,244

15,151
8,137

3,282-
2,137-
1,793+
1,426-
6,197+

8,917-
7,946-
1,662+
1,204+
5,725*

2,080
3,836
7,229
2,646
4,785

10,443
299

2,993
6,818
1,915

M U f
14
21
28

720
4,85*
2,281
2,484

3,031
2,038
3,929
6,585

m0m
6,709
2,819
5,926

3,031
8,945
6,948

12,511

1,090
1,356
1,558
3,644

-0-
-0-

104
598

-0-
380

-0—
85

143
365
354

1,060

470
1.326
1,830

a 7

-O-
-0-
-0-
-0-

390
738
825
514

68
1,937
2,910
2,492

5,912
19,504
16,410
23,807

2,361+ 
32,877+ 
3,949+ 

17,515+

4,591+
38,727+
14,252+
24,377+

891
2,938
2,003
3,824

2,08*
♦.151
4,123
1,323

S*f*. 4
11
14
25

1,411
1,334
1,131

35T

2,919
16,799
13,090
1*.55*

8,265 
a ,  431 
13,994
5,131

11,184
38,210
29,064
21,907

1,856
2,023
2,202
2,304

1,190
-0-

200
75

100
350
160
358

1,563
2,089
1,140

208

324
425
631
614

-0-
-0-
-0-
-0-

993
814
501

1,041

2,069
868

1,839
2,314

20,690
46,113
34,868
23,978

21,232+
32,231+
17,408+
20,267+

26,402+
39,313+
18,874+
22,931+

1,125
5,645
5,733
6,220

1,403
3,252
3,098
2,860

Oct. 2
9

16
23
30

1,014
1,125

942
1,744

5

14,113
9,828

13,966
2,323
6,053

52,986
41,463
18,963
30,092

-0 -

67,099
51,291
32.929
32.415
6,053

2,938
1.981
1,943

952
284

479
-0-

460
351

-0-

65
166

-0-
316
995

662
2,792
1,547
1,618

560

476
1,970

551
348
746

-0-

-0-
-c-

866
686
371
757
204

2,317
2,739
2,334

933
1,013

75,936
62,300
41,297
39,434
9,s69

54,263+ 
4,065+ 

24,896+ 
22,946+ 
29,993-

58,884+
10,333+
26,959+
19,273+
39,498-

4,ofro
1,516
3,457

10,067
6,629

3,129 
1,539 
4,310 
5,299 
3, *54

I n , 4
13
20
27

3
18
12

383

12,862
775
311

: -0-

-0-
200

1,785
-0-

12,862
975

2,096
-0-

161
707
338
573

-0-
-0-
-0-
-0-

-0-
-0-

50
100

1,044
1.460
1.210

364

349
387
579
328

-0-
-0-
-0-
-0-

*52
217
4a
383

250
760

1,492
2,151

15,421 
4,524
6,198
4,232

4,698-
25,230-
9,994-

25,906-

9,511-
30,962-
15.681-
26,516-

3,495
3,5**
4,412
6,963

1,155
1,058
2,29*
2,024

Dae. 4
11
18
24
31

ALS

“0“
1,418

84
1,187
1.649

#100,474

I ,3 5 1
II,650 
17,630
8,9*4
7.995

#406,402

2,820
9,944

19,750
297

1416,010

4,171
21,594
37,380
9,271

41.293

141
1,285
1,220

565
2.629

-0-
-0-
-0-
-0-
-0-

715
97

-0-
177
135

645
737
770

1,133
3.148

550
3,657
1,415
2,128
*,392

-0-
-0-
-0-
-0-
-0-

400
362
654
387
423

636
3,213
1,417
1,473
2.093

7, j08 
32,3o0 
42 ,940 
lo,j2o 
14,762

662-
57,179+
15,533- 
33,602+ 
1j |383+

797-
65,322+
12,429-
45,532+
37.266+

4,385
3 ,a7
4,696
3,296

2,5*9
3,037
3,254
3,031

__L * IU

TOT 1822,412 180,617 117,353 *12,653 #43,056 #41,909 -0- #39,430 #68,853 *1,244,754 #62,778- #92,149- #185,645 #204,415

>5-tr o
£ *
o>cnifi
S  9sS> -gO' ©
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EXHIBIT "B" (a)

CLASSIFICATION BY MATURITIES OF BILLS PURCHASED 
BY FEDERAL RESERVE BANKS IN THEIR RESPECTIVE DISTRICTS 
DURING- THE PERIOD FROM JANUARY 3 TO DECEMBER 31, 1929 

AND FROM JANUARY 2 TO MARCH 19, 1930
______________ (EXCLUDING SALES CONTRACTS) ______

(QOO Omitted) "

January 3 to December 31, 1929
1~ 30 days 31-60 days 61-90 days Over 90-days Total

Boston # 24,461 $ 27,309 # 45,645 | 3,059 $ 100,474
New York 362,675 178,190 261,554 19,993 822,412
Philadelphia 28,019 19,535 33,063 0 80,617
Cleveland 6,065 3,848 7,440 0 17,353
Ri chmond 2,850 4,222 5,573 0 12,653
Atlanta 29+939 5,387 7,356 374 43,056
Chicago 21,690 12,838 7,381 0 41,909
Dallas 13,254 14,709 7,035 4,432 39,430
San Francisco 17,275 34,343 34,454 2,778 88,850

Totals #506,236 #300,381 $409,501 $30,636 $1,246,754

January 2 to March 19, 1930
1-30 days 31-60 days 61-90 days Over 90-days Total

Boston § 2,512 $ 4,593 $ 4,306 $ 743 § 12,154
New York 182,869 103,884 44,623 1,063 332,439
Philadelphia 1,778 5,267 6,893 0 13,938
Cleveland 0 0 0 0 0
Richmond 949 1,038 1,085 0 3,072
Atlanta 3,621 1,147 1,565 0 6,333
Chicago 2,551 6,300 203 0 9,054
Minneapolis 625 1,005 479 0 2,109
Dallas 2,524 1,682 543 340 5,089
San Francisco 4,702 14,211 7,639 285 26,837

Totals #202,131 $139,127 #67,336 $2,431 § 411,025
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EXHIBIT "C"

STATEMENT SHOWING EARNING ASSET HOLDINGS OF ALL FiTKRAL RESERVE BA,rKS MARCH 19, 1930 COMPAR 3  WITH PREVIOUS WEEK AND MARCH 20, 1929; ALSO WEEKLY AVERAGE OJT
_____________________ Ba r k in g  a s s e t s  from jamuary 2 . 1930 to  march  19. 1930. in c l u s i v e . co-t a r k d  v/it h  cohr spo>,d i vt, p e r io d  1929 and e m u r s  y e a r  1929 \

Bill* Discounted 
m m

M*t Chang*

March 12
"  19

Boston

♦22,705
18,365

4,340-

New York

$33,146
30,810

2,338-

Phi I  a.

$38,424
32,492

5,932-

Cleveland

#34,316
25,263

9,053-

(000 Omitted) 

Richmond Atlanta

#16,683
14,707

1,976-

124,319 
17,765

Cnxcago

3̂8,358
24,179

6,554- 14,179-

St.Louis

#14,450
12,341

2,109-

Vinn.
#2,190
2,252

62+

Kan,City

#14,722
13,274

1 ,448-

Pall as
19,634
5,892
3,742—

\

9,0 $~

Totals

266,338
205,634

60,704-

BiU* Puraha**d « « 
K*t Cfeaag*

March 12 
" 19

10,489
5,750

4,739-

60,558
7,431

53,127-

10,232
9,404

828 -

28,024
25,828

2,196-

12,72.4 
12,007

717-

16,^79
15,154

1,625-

29,762
26,328

3,434-

15,187
13,656

1,531-

13,917
12,925

992-

10,316
11,760

12,591
10,747

1,444+ 1,844-

35,»5>
34,027

1,W»
256,538
185,017

71,521-

0«lr*nai*nt Securities -  March 12 27,442 233,430 45,224 33,231 10,086 §,111  71,459 19,266 17,264 3,063 20,635 24,236 514,113
*  " " 19 30,869 252,974 46,^07 35,416 12,822 8,826 72,519 19,266 16,746 5,923 20,635 36,73* 561,439

K#t Chang* 3,427+ 19,544+ 1,483+ 2,185+ 2,736+ 49+ 1,060+ -0 - 1,482+ 2,860+ -O - 12,500+ 47,326+

Total Earplug A**eta -  March 12 
* tt » •• ^

Mat Chang*

C«apari«oa o f  Wa*kly Average of
Itfatof Iffftf............................—

Jan. 2, 1930 t *  Mar. 19, 1930 
8 » »  period 1929 
EatIra year 1929

I
Nat Changa from aaff* period 1929 
*  " " *n tir*  year 1929

61,636
55,984

337,186
297,965

5,652- 39,221-

94,880
89,603

5,277-

95,571
86,507

9,064-

39,493 
39,536

43+

49.875 
41,745

8 ,13 0 -

139,579
123,026

16,553-

48,923
45,293

3,640-

33,371
33,923

552+

28,101
30,957

42,660
37,274

2,856+ 5,586-

77,5*4
79,057

1,473+

1,049,069
960,870

88,199-

64,811 387,867 100,785 111,114 45,,443 5o,610 163,885 5r ,979 30,813 30, 229 47,217 69,225 1,155,978
116,848 342,040 125,308 145,095 59,,731 81 ,1 21 245,233 68,427 39,588 52, 725 54,026 137,867 1,468,009

99,695 371,248 120,236 138,383 63, 530 30,105 194,135 66,041 40,016 55, 420 51,655 114,486 1,394,950

52,037- 45,827+ 24,523- 33,981- 14, 286- 27,511- 8 l ,^48- 17,448- 8,775- 22, 496- 6 , 809- 68,642- 312,031-
34,884— 16,619+ 19,451- 27,269- U , 0fi7- 26,495- .>0, 250- 15,062- 9,203- 25, 191- 4,438- 45,261* 238,972-

>c£ro
ow 

. n

crC/2
O  S^  'S

March 19, 1930 55,984 297,965 89,603 86,507 39,536
*  20, 1929 85,419 290,218 137,012 131,099 54,999

Net Change 29,435* 7,747+ 47,409* 44,592- 15,463-

41,745
63,96c

123,026
284,955

22,235- 161,929-

45,293
78,000

32,707-

33,923
36,913

2,990-

30,957
54,914

23,957-

37,274
37,410

136-

79,057
116,852

37,795-

960,870
1,371,771

410,901-

£lTTrARv FOR SYS ASM

B il ls  Discounted fo r  week #60,704-
B i l ls  Purchased fo r  week 71,521-
Government Securities  fo r  week 47,326+
Total Jiarnin-- .Assets fo r  reek 88,199-
Conrperison o f Weekly Av'srtife of jStmin,? Assets Jar. ?,  1930 to March 19, 1930

with saue n er io i 1929 312,031-
Compariaor of ’.i'eekly Average of t: reinr- Assets Jan. 2,  l^o* to March 19, 1930

with en-tir* yepr 1929 238,972-
Cor.parison of Earning Aseete ’.'arch 19, 19->r' with March 20, 1929 410,901*

I
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?ILLS PtnCHAV^ 0PrRI3HT 3? SYSTEM BY WSSXS
FRO?- JATJAR? 3 ro DZ; K Ĥ'-g TR3 

(000 Or i t  t aJJ
31 *a~''j.j*ry 2 to marc:-: 19, 1933. r ’^Ltisivs

-1930-
Jaa* 815

2229
W .

*Ur.

5
11
1?26
5
12
19

Boston Banks Daalars
-1922- 
Jan. 9 # 15,601 # 8,624 ♦ 7,684

16 8,*92 18,089 7,047
23 4,605 14,543 10,624
30 1,148 14,893 1,107

fab. 6 1,726 16,370 1,694
13 550 9,382 5,346
20 816 25,293 5,09?
27 1,564 8,457 705

March 6 1,579 13,256 2,244
13 6,389 2,Ol5 5.567
20 1,506 9,752 7,503
27 4,731 5,648 12,097

April 3 929 9,073 6,584
10 1,665 6,732 2,531
17 4,281 3,525 2,504
24 2,496 8,321 416

1 3.050 13,343 3,654
8 1,442 7,408 191

15 3,230 4,385 9,634
22 1,742 6,382 11,393
29 1,442 3,334 6,390

June 5 1,594 4,356 2,902
12 1,040 4,002 1,355
19 114 2,310 2,883
26 339 4,374 945

July 3 1,686 15 6,606
10 -0— -0- 1,270
17 604 847 -0-
24 598 1,575 3,o54
31 864 4,331 -0-

Aag- 7 720 3,031
14 4,857 2,038 6,707
21 2,2(1 3,9*9 2,819
28 2,614 6,585 5,926

Sapt. 4 1,411 2,919 8,265
11 1,334 16,779 21,431
18 1,131 13,090 13,974
25 357 1|6,556 5,151

Oct. 2 1,014 14,113 52,986
9 1,125 9,828 41,463

16 962 13,966 18,963
23 1,744 2,323 30,092
30 5 6,053 -0 -

Not. 6 3 12,962 -0-
13 18 775 200
20 12 >11 1,785
27 383 ' *■©- -0 -

D»c. 4 -0- 1,351 2,820
11 1,418 11,650 9,944
18 84 17,630 19,750
U 1,187 8,974 297
31 1.649 .  -1413 ..J2J2S

TOTALS #100,474 #406,402 #416,010

2,35?
3,359
1,62?

563

172
-0-
613

2,175

900 
301 

__&£

25,766
20,539
9,398

10.74C

37,970
6,073

37,852
30,381

28,4648,n4

7,338
30,900
14,187
4,834

14,294
8,973

12,431
15,677

3,858
2,367
4.567

Total Phil a. Cja vsl and Hi e i-~ ond Atlanta Jaiea^O Ijiia .

» 16,309 
25,136 
25,167 
16,000

18,564
14,723
•>0,392
9,162

15,500
7,535

17,260
17,745

15,657
9,263
6,0»
8,737

21,497 
7,599 

14,019 
18,280 
10,224

7,758
5,363
5,693
5,319

6,621
1.270 

849
10,229

4,831

3,031
8,745
6,748

12,511

11,184 
38,210 
27,044 
a , 707

67,099
51,291
32,929
32,415
6,053

12,862
975

2,096
-0-

4,171
21,594
37,380
9.271-1U2&

1822,412

3J.1C4
51,439
23,585
15,574

52,264
15,046
50,283
46,058

*2,322
11,101
16.217

TOTALS ♦12,154 #229,5*7 $119,446 #348,993

* 2,925 -0- 4 150 -C-
j,05S 1,251 547 127
2,144 539 357 -0-
2,524 -0- 1,134 1, *3C

3,155 717 75 112
1,129 1,303 568 125

55 J 476 25 0 201
969 2>> -0- 1,201

3,311 418 515 405
2,124 1.510 150 200
1,22? 563 469 1, J02

516 1,424 1,305 =57

1,410 49? 275 4̂0
1,635 -0- 223 403
1,594 2,042 134 77 8
2,554 -0- 25 1,214

2,387 -o- -0- 524
1,689 250 278 1,237
1,399 8 101 761
1,623 -c- 400 650
1,946 502 100 806

2,113 -0- 200 1,145
2,177 -0- 225 991

991 792 -0- 303
377 1,050 313 178

1.305 -0- -0- 531
45 -0- -0- 851

124 -0- -0- 729
771 -o- 458 575
583 -0- 147 298

1,090 -0- 143
1,356 -0- 380 365
1.558 104 -0— 354
3,644 598 85 1,060

1,856 1,190 100 1,563
2,023 -0- 350 2,089
2,202 200 160 1,140
2,304 75 358 208

2,938 479 5̂ 682
1,981 -0- 166 2,792
1,943 460 -0- 1,847

952 351 316 1,618
284 -0- 995 560

161 "0- -0- 1,044
707 -0- 1,460
338 -0- 50 1,210
573 -0- 100 364

141 -0- 715 645
1,285 -0— 97 737
1,220 -0- -0- 770

565 -0- 177 1,133
2.629 -0- _ 135 3,148

#80,617 10.7,353 #12,653 #43,056

1.385 -0- 599 1,790
1,838 -0- 650 303
1,608 -0- 473 965
1,160 -0- -0- 942

1,813 -0- 769
544 -0» 426
878 -0- 403 96

2,585 -0— 50 323

1,150 -0— 23o 496
279 —c~ 514 22 j
698 -0- 100 -0-

#13,938 -0- *3,07? 4 6,333

»  2,782 
1,727 
1,554270

:8j
5771,0331,̂»49
592
623
25621
95
I*
20
218
539
192
728
830

1,480

204
271 
450 
648

629
50
30

526
61

470
1,326
1,830

217

324
425
631
614

476
1,970

551
348 
746

349 
387 
579 
328

550
3,657
1,415
2,128
JUHi
#41,909

615
975

1,107
137

469
361
730
389

721
2 ,960

590

-0--0-
- 0—
- c -

-0-
-3-
-0-

-0--0-
-n_

-0-

•0»
-0-
-o-
-0-
-0-

-0-
-0-
-0-
-0-

-0-
-0-
-0-
-0-

-0-
-0-
-0-
-0-

-0-
■0*

-0-
-0-

-0-

-0-
-0-
-0-
-0-

-0-

-0—

•0*
-0- 
708 
547 

854 
-0- 
—o*

IttSBUSK * r  DKCMU3 \u Holdings 
In e lu d iA  Sal a a Cmtrmatw

Dallas San Frap, Tot a lt
N’aw Tortc\ 

0p*ratioaa
% a t« i

ftwratioss

4 504 $10,059 I  48,329 #26,633- *  7,258-
747 3,297 44,684 10,283- 4,189*
509 1,684 36,559 26,014- 27,021\
672 972 24,170 15.620- 18,609- \

505 1,298 27,035 17,956- 24,367-
1,069 5,582 25,*31 18,449- 19,694-
1,517 2, 704 37,197 25,738- 35,422-

983 263 15,^44 »15,273- 21,561-

729 1,935 24,984 14,398- 29,431-
1,093 2,539 22,213 12,tta - 21,543-

303 3,294 26,574 35, 520- 46,263-
602 J.400 30,971 17,464- 28,411—

1,012 353 20,569 18,573- 33,724-
1,490 952 15,294 13,862- 17,386-

642 241 15,761 13,772- 16,290-
722 338 16,304 2,116* 149*

714 1,036 30,747 20,847* 29,246*
1,132 1,698 15,567 13,132- 13,240-
1,682 323 22,251 8,759- 11,074-
1,308 1,626 26,459 5,063- 8,121-
1,101 1,742 19,343 15,983- 20,067-

518 847 14,379 4,566* 5,172-
969 743 11,884 6,402* 1,370*
654 1,769 10,766 22,822- 27,085-
874 769 10,367 762- 4,193-

618 J54 11,744 3,282- 8,917-
720 -0- 2,936 2,137- 7,944-

1,210 700 4,244 1,793* 1,642*
1.125 869 15,151 1,426- 1,204*

500 398 8,187 6,197* 5,725*

390 68 5,912 2,361* 4,591*
738 1,737 19.504 32,877* 38,727*
825 2,710 16,410 3,949* 14,252*
514 2.492 23,837 17,515* 24,399*

993 2,069 20,690 21,232* 26,402*
814 368 46,113 32,231* 39,313*
501 1,339 34,868 17,408* 18,874*

1,041 . 2,ol4 28,978 20,267* 22,831* ;
j

866 2,317 75,936 54,263* 58,884* |
686 2,789 62,300 4,065* 10,333*
371 2, 334 41,297 24,896* 26,959*
757 933 39,434 22,346* 19,273*
204 1 ,?13 9,°60 29,993- 39,498-

752 250 15,421 4,698- 9,511-
217 760 4.524 25,230- 30,862-
421 1,492 6,198 9,994- 15,691-
383 2,151 4,232 25,906- 26,516-

400 686 7,308 662- 797-
362 ->,210 32»36Q 57,179* 65,322*
654 1,417 4**40 15,538- 12,429-
387 1,479 16,326 38,602* 45,532*
423 .  ?»<£» 54.762 13.383* 37.266*

#39,430 #88,850 #1,246,754 #62,778- #92,149-

661
483
592
356

595
402
550
410

316
443
281

2,248
4,9*1
3,76l
1,913

.2,129
430

2,902
1,930

5,427 
984 _111

42,76164,009
33,71*
20,645

58,211
17,209
57,163
54,467

42,469
l6,8C5
20.123

56,5^4-
5,149*

23,774-
30,555-

*6, 257*
19,31TB-
7,701*

12,031*

24,578-
10,971-
62.031-

73,042-
4,180*

24,958-
39,917-

37,« 9 *  
19,707-

18,249*
28,104-
14,664-
JSJSfc

SXKTBIT "B"

Dealara 
Op*rations 
With Otnar

I 9,054 #2,109 # 5,089 #26,837 # 427,579 #171,623- #206,585-

Raeaivad Sant

# 1,557 * 9,808
5,574 7,422
2,573 5,604
2,852 3,060

2,010 2,031
327 5,582
903 6,257

3,641 3,575

2,521 4,920
3,575 5,243
2,556 5.459
1,866 17,510

3,490 6,274
3, 436 2,853
*,739 3,744
2,421 3,557

1,904 3,653
2,311 1,775
?,080 2,904
1,384 2,211
4,747 2,403

5,083 3,203
6,212 2,082
3,000 4,900
2,547 4.945

2,080 10,463
3,336 297
7,227 2,973
2,646 6,818
4,785 1,715

991 2,o83
2,938 4,853
2,003 4,123
3,824 1,323

1,125 1,403
5,645 3,252
5,733 3,098
6,220 2,360

4,070 3,129
1,516 1,537
3,457 4,310

1^,067 5,299
6,629 3,754

J.495 1,155
3,577 1,058
4,412 2,297
6,963 2,024

*,335 2,579
3,217 3,037
4, *>96 >̂,254
J.296 •>,031
2*603 ... ia£LS

#135,645 #204, 415

13,069 7,US
3,179 874
5,075 3,440
3,819 3,550

7,154 2,143
2,615 1,096
4,887 1,837
5,314 10.582

11,346 5,939
8,640 3,518

3.021

#72,350 #48,110

*1

' . ~ 'r- ■
S i t e

’, i

■4

>

£r o

£ .  «

03 
05

O  S
O  ©
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DECLASSIFIED
Authority j . | Q^f>\

Exhibit "3"

STATEI/ENI SHOWING EARNINGS 
OF ALL FEDERAL RESERVE BANKS 
FOR JANUARY AND FEBRUARY 1930

Ratios Based Actual Net Earnings
on Each Bank’s Percentage of Available for De-
Expenses and Gross Earnings Each Bank’s Gross preciation Allomnces,
Dividends for January and Earnings to Total "Reserves, Surplus and
Year 1929 February 1930 Gross Earnings Franchise Tax____

Boston 7 $ # 445,949 5.21 $ 38,553 {A}

x’ew York 20 1/2$ 2,807,262 32.78 1,048,797

Philadelphia 6 1/2% 738,354 8.62 224,090

Cleveland 9 1/2% 897,052 10.48 279,050

Richmond 5 1/2% 361,695 4.22 19,431

Atlanta 7 3/4% 406,830 4.75 136,796

Chicago 13 % 1,253,816 14.64 354,478

St. Louis 6 3/4$ 368,754 4.31 76,380

Minneapolis 3 1/4$ 316,516 2.53 18,810

Kansas City 5 3/4$ 287,316 3.36 61,488 (A)
Dallas 5 $ 335,257 3.91 71,816

San Francisco 9 1/2% 444,679 5.19 71,795 (A)

Totals 100 ■% 1,8,563,480 100$ 12,057,811

Total for same period 1929 - - - - - $5,623,183

) Deficit
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STATE»Tf m m tm  .AF&N0&ULT& AMOUNT OF NET PROFIT i m T  WAS REALIZED ON VARIOUS 
SALES OP UNITED STATES GOVERNI/iBNT SECURITIES M W  33? THE SYSTEM ACCOUNT AND 

IN IBS FEDERAL RESERVE BANK OF NgU YORK INVEST! ENT ACCOUNT 
_______ , , , prmiNG PERIOD OCTOBER 51, 1939, TO jiiARCH 20, 1950,___________ .__

Investment 
System Account
Account F.R.B, N. Y.

Net Profit on Sales During
Period Oct. 31, 1929, to Mar. 20* 1930
on Various Amount of Holdings $180,126-83* $540,204.06

Approximate Amount of Pipfit to be 
^Realized on Sale to Treasury in the 
Near Future of $50,000,000 ~ 3 1/2#
Treasury Notes at Par 97,460.85 113,962.50

* 1^174,403.53 of this amount is being held by the Federal Reserve Bank of New
York in Suspense Jfeeount, to be distributed at the end of the current year.
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(March 80, 19250,)

ATOM FOB TH#

The most important development in the credit situation since the last 

meeting of the Open Market Investment Committee on January 28 and 29, is that 

business conditions have not improved as rapidly as had been hoped at that time.

The January figures for business and trade were slightly better than those for 

December, and February in turn was very slightly better than January# But the 

improv orient*- in both months was so small as to leave the total volume of produc­

tion and trade below the corresponding period in any recent year. The recession 

appears to have been more severe than in either 1924 or 1827* Accompanying the 

business recession unemployment has become serious, probably more so than in any 

year since 1921# In both 1924 and 1927 business was supported in recessions by 

a continued substantial volume of building construction, but in the past feW months 

building has continued at a low ebb without any indication yet of substantial

money rates

The trend toward easier money conditions which was observed at the time 

of the last meeting has continued even more rapidly than was then anticipated, 

partly due to a reduced demand for credit and currency for business, but more 

largely to a heavy flow of gold imports, mostly from Japan and Brazil, which has 

totaled about ^100,000,000 in the period. In the past two weeks Treasury opera^ 

tions in connection with the March 15 tax period have been an additional important 

factor toward ease. For ten days before the tax period the Treasury balance at 

the Reserve banks was drawn down to exceptionally low figures, thus putting funds 

into the marketr and at the time of the tax period the excess of funds in the 

market as a result of large Treasury disbursements covered by anoverdraft could 

not be absorbed in the usual way by a reduction in member bank indebtedness. And 

as a consequence there was a considerable volume of free funds available in the

recovery^
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market which tended to depress money rates rapidly. On March 19 total bills dis­

counted for the Federal Reserve System were 0206,000,000 as compared with 

o407,000,000 on January 29. The decline in money rates in this period is in­

dicated in the accompanying table:

January 29, 1930 March 21, 1930

Rates for Commercial paper 4 3 / 4 - 5  4

90 day bills (offered) 4 3 1/2

Call money (renewal) 4 1/2 3

Time money 4 1/2 (nominal) 3 3/4
-n , , . . . Jan* 15 Feb, 15 Mar* 15Bank rates to customors m

New York 5*41 5.09

On March 18 the Now York Clearing House reduced deposit rates by 1/2 

of one per cent except for the rate on bank deposits which remained unchanged.*--

In the early part of this period rates tended to move rather sluggishly 

and to reflect rather slowly the fundamental changes in the credit positionr but 

during the latter part of the period the decline become precipitous and during 

the tax period ov^n more rapid than th^ fundamental credit situation appeared to 

justify.

BOND AND STOCK MARKETS

The effects of easy money and freely available credit have been in the 

first place to stimulate a vigorous recovery in the bond market. Bond prices 

have risen to the highest points in more than a year, and the bond market has 

been opened to new issues; so that bond financing is now in substantial volume 

and well absorbed* This is of particular importance with relation to the busi­

ness situation because it m&kes possible the carrying forward of many business 

undertakings which had been postponed because of the condition of the bond market* 

The stock aarket remained irregular until the past week when., it made % * 

considerable recover with more active trading than for some time* Broker's loans 

as reported to the Federal reserve banks have risen $500,000*000 ^inee the la&t
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3

meeting of the committee. This probably represents in part an increase in loans 

by banks to replace loans withdrawn because of low rates by lenders whose opera­

tions do not appear in the Federal reserve reports, but it reflected in part also 

tho recent recovery in stock prices,

BANK CREDIT

The total volume of bank credit continued to decline until the end of 

February but since that time has risen about $300,000,000 and is now about as 

large as at-the middle of January, The increase has been mostly in security 

loans, as so-called commercial loans have remained close to the lowest point of 

the year. In the week ended March 19 bank investments showed their first sizable 

increase, part of which resulted from subscription to the new Treasury issue,

F5D5RAL BESBR73 POSITION

In the face of continued business depression and a rapid downward move­

ment of money rates changes in Federal reserve bank discount rates have taken 

place more rapidly than was anticipated at the time of the last meeting. Since 

that time two changes have been made in the rates of the New York and Cleveland 

banks and one change in the cases of Boston, Philadelphia, Richmond, Chicago,

St. Louis, Minneapolis, Kansas City and Dallas.

Du:ing the early part of the period the Reserve banks were successful 

in pursuing the policy adopted at the January meeting of holding their bill 

portfolio at a level close to the level of the latter part of January, which was 

between ^275,000,000 and :„;300,000,000, Early in March, however, it became clear 

that, with a decline in the total volume of bills in the market, and an increasing 

demand for bills from banks and others seeking short term investments, it would 

be impossible to maintain the bill portfolio. In these circumstances and in 

view of the unfavorable business situation the New York reserve bank, after 

consultation with the Federal Reserve Board, undertook to purchase $50,000,000 

of Government securities. All reserve banks were advised of this operation
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and offered participations in the purchase, and eight of the reserve banks took 

participations.

The following table compares system figures for March 19 with those 

for January 22* March 19 figures are distorted somewhat by the Treasury 

overdraft. More normal figures for this -week will show an increase in bills 

and discounts, replacing the overdraft.

(in millions of dollars)

January 22 March 19

Bills discounted 435 206
Bills bought 298 185
U. S. securities 477 561*
Other securities 15 9

Total bills and securities 1,225 961

]

* Includes $29,000,000 of the $44,000,000 special one-day Treasury certificate 
of indebtedness to cover overdraft on that date; a -)15,000,000, participation 
in the certificate was held by a New York Member bank.
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February 28, 1930.

Bear Mr. Case:
I soknowlelg© receipt of and thank you for your letter of

- February 26, with reference to the Open Market Investment Account.
Very truly your a,

K. A. Young, 
Governor.

Mr. J. H. Cs.se, Deputy Governor, 
Federal Heserve Bank,
New York, Mew York.
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CONFIDENTIAL

Dear Governor Young:
The total par value of government securities in the Open Market 

Investment Account remains precisely the same as when I wrote you on 
February 19, 1930. There has, however, been some change in maturities.
Our individual holdings of government securities remain the same, with 
sales contracts at $4,750,000 - an increase of |1,850,000.

There has been slightly more activity in the government security 
market, some demand having sprung up during the week. This demand has, for 
the most part, been for the shorter issues, but quotations for both the long 
and the short-term governments are fractionally higher than they were a week | 
ago.

The bill market this week has had a considerable influx of new
bills. Banks sold freely to the market the first part of the week and alscraa

Imade rather substantial sales to this bank, with the result that the outrighj
Ispurchases for the System through this bank increased by about $10,000,000.
►

Sales contracts also increased slightly. Bill dealers1 portfolios remain 
substantially unchanged at |114,000,000 tonight. Our purchases from dealers 
have about offset our maturities for the week, so that there is evidence of 
continued substantial distribution by the market at 3 3/4% for two name paper 
aside from sales to the System of three name paper at 3 3/4$. It would 
appear that our purchases from banks and banks1 sales to the market were just 
about enough to relieve a little money stringency that was evident at the end 
of last week and Monday of this week. Yesterday and today money has been 
comfortably easy.
Honorable R. A. Young,
Governor, Federal Eeserve Board, 
Washington, D. C.i

Faithfully yours,

/ ?  r / 3 0

(t
J. H. CASE, 
Deputy Governor.
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January 25, 1930.

PRELIMINARY MEMORANDUM
TO TEE OPEN MARKET INVESTMENT COMMITTEE 00j  “/ '

January SB, 1930.

A-E the last meeting of the Open Market Investment Committee on November 

IE the resolutions adopted included the following statement of policy;

"Since the meeting of the Committee on September 24, 
the credit situation has changed abruptly. There has been a 
severe liquidation of credit against securities under circum­
stances which constitute a serious threat to business stability 
at a time when there were already indications of a business 
recession. This seems clearly to indicate the need of having 
the- Federal Reserve System do all within its power towards 
assuring the ready availability of money for business, at 
reasonable rates.

"In view of these circumstances and for the purpose 
of avoiding any increase, and if possible facilitating some 
reduction, in the total volume of member bank discounts, the 
Committee believes that the System should be prepared to in­
crease the open market holdings of tho Federal reserve banks 
through the purchase of bills if they can be acquired in 
sufficiont amounts 7/ithout interfering with their present 
desirable distribution, and if not, through the purchase of 
Government securities."

The committee recommended that to accomplish these purposes it be granted 

authority to purchase not to exceed $200,000,000 of Government securities.

The Federal Reserve Board approved this program on November 25, and it 

was also approved by a majority vote of the Governors* Conference on December 11* 

Since November 27 purchases have been made under this authority totaling 

$155,000,000, bringing tho holdings in the open market account up to $277,000,000 

and the total security holdings of the System up to $477,000,000. The purchases 

were all made prior to the first of the year.

Results Accomplished 

The purchase of securities appears to have accomplished a considerable 

part of the results which the committee hoped for. During December, when there 

is ordinarily a considerable increase in rediscounts, no increase took place, but 

on tho contrary there was some decrease, facilitated by the retirement of credit 

called into use in connection with the stock market break. After the first of

the year the seasonal retirement of currency and credit, together with a continued
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liquidation of security loans enabled the member banks to decrease their indebted­

ness still further, and the System’s total discounts for the past two weeks have 

been just under $450,000,000. This is an amount of discounts conducive to a 

comfortable money position. The accompanying chart indicates that '.with this 

level of discounts, commercial paper rates might be expected to range from 4 to

4 1/2 per cent, other things being equal. The relationship between discounts and 

commercial paper rates has been remarkably close in the past, though rates are 

frequently a little sluggish in responding to a decrease in discounts. The second 

chart indicates also that with something like the present amount of discounts the 

volume of bank credit usually tends to increase at a rate consistent with the 

usual rate of growth of the country’s business,

While discounts have been reduced, it cannot yet be said that money is 

readily available for business at such reasonable rates as would encourage busi­

ness enterprise. Commercial paper rates in the open market are still 4 3/4 to 5 

per cent, and the rate which the banks are charging customers on prime commercial 

paper in New York City is still 5 1/4 and 5 1/2 per cent. These relatively high 

interest rates reflect in part the slowness of rates to adjust thomselves to a 

changed monetary condition, in part great caution and conservatism of the banks, 

and in part the discount rates of the Federal Reserve System which are higher than 

lias usually been the case with the present volume of rediscounts. Mortgage money 

in particular is not yet freely available and the bond market still has limited 

absorptive power.

Volume of Credit

The total volume of bank credit has declined by nearly 2 billion dollars 

since the first of November, and the loans and investments of the reporting member 

oanks are now less than one per cent higher than at this time in 1929, a year to
*

year increase which is less than the usual growth of credit required by the country^ 

business.
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Condition of Business 

The recession in business activity which began in the late summer became 

more precipitate in the last two months of the year, and the December figures 

showed a decline greater than had occurred in any year since 1924. The meagre 

figures so far available for January show a seasonal recover from the low point 

in December in the automobile, steel, and a number of other lines of business, but 

it is too early to judge whether the recovery has been moro than the usual seasonal 

gain. Commodity prices have continued to be weak and in the United States show a 

decline of 2*6 per cent from a year ago- World prices as judged by the British 

index, show a decline of 4 per cent^

The Seasonal Expectation 

Ordinarily the spring increase in business gives rise to an increase in 

the demand for Federal reserve credit of something in the neighborhood of 

$90,000,000 from the lowest point at the end of January to the highest point early 

in April. The bill holdings of the System usually decline in this period because 

of a seasonal decline in the volume of bills outstanding, and as a consequence 

there is usually some increase in the discounts of the System and some firming in 

money conditions.

Condition of the Bill Market 

The volume of bills outstanding increased to a new high figure of 

$1,700,000,000 at the end of December. The bill holdings of the Federal Reserve 

System, however,, amounting to $392,000,000, constituted a much smaller proportion 

of the total bills outstanding than usual. This was due primarily to an extra­

ordinary demand for liquid short term investments for the employment of funds 

withdrawn from the security markets in November* This demand was so considerable 

that during November and December the bill holdings of the Reserve System showed 

nothing like the usual seasonal increase, nor would it have been possible to ac­

quire any considerable volume of bills during the period without driving rates to 

very low levels.
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Near the end of the year, however, funds began to be distributed more 

normally, and a considerable volume of bills was thrown into the market, with the 

consequence that dealers portfolios became congested and bill rates were increased 

by 1/8 of one per cent. This situation is gradually being corrected as the 

volume of bills outstanding is slightly reduced and distribution is gradually 

taking place. Under these circumstances it seems possible, however, that the 

spring liquidation of the System’s portfolio may be somewhat slower than usual, 

dependent somev/hat upon the System’s buying rate for bills.

Foreign Exchanges and Gold Movement 

During November and December when considerable amounts of foreign funds 

were being withdrawn from Hew York the foreign exchanges were very strong and more 

than 100 million dollars of gold was exported. In January this situation has be­

come adjusted, interest rates have declined in Europe, foreign exchanges have 

weakened, and gold exports have ceased. Most of the exchanges are so far belov/ 

the export points that considerable recovery would be necessary before gold moved. 

In the next two weeks more than $15,000,000 of gold is expected to arrive from 

Japan and South America.

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

j DECLASSIFIED

Authority . ( 0 ^ 6 \

L

.

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD X-6484 

January 23, 1930.

SUBJ3CT: Open Market Procedure.

Dear Six:

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

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

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

The principle was stated as follows;

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

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

Federal Reserve Bank of Boston 
Federal Reserve Bank of New York 
Federal Reserve Bank of Philadelphia 
Federal Reserve Bank of Cleveland 
Federal Reserve Bank of Chicago.

FEDERAL RESERVE BOARD
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Although, the necessity of giving to open market opera­

tions a System status Was recognized in 1923, it was not then 
foreseen how much use would he made of the open market operation 
as an instrument of Federal reserve credit policy. As a matter 
of fact, frequent resort has boen taken to open market operations - 
either by purchase or sale of United States Government securities - 
as a mode of policy in the five years following the 1923 arrange­
ment s.

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

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

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

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

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

(2) Each Federal reserve bank to be represented on the 
Open Market Policy Conference.
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(3) The Conference to meet with the Federal Reserve Board 
at such times as may be arranged by or with the Board.

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

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

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

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

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

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

By order of the Federal Reserve Board.

Very truly yours,

E. M. McClelland, 
Assistant Secretary,

20 CHAIR1.1KN OF ALL t\ E, BANKS.
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RESOLUTION'S APPROVED BY FEDERAL RESERVE BOARD AT 
MEETING ON MARCH 22, 1923.

MWhereas the Federal Reserve Board, -under the powers given it 
in Sections 13 and 14 of the Federal Resorvo Act, has authority to 
limit and otherwise determine the securities and investments purchased 
by Federal reserve banks;

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

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

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

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

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

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

(2) That in making the selection of open market purchases, care­
ful regard be always given to the bearing of purchases of United States 
Government securities, especially the short-dated issues, upon the mar­
ket for such securities, and that open market purchases be primarily 
commercial investments, except that Treasury certificates be dealt in, 
as at present, under so-called "Repurchase” agreement.

Be It Further Resolved, That on and after April 1, 1923, the 
present Committee of Governors on Centralized Execution of Purchases 
and Sales of Government Securities be discontinued, and be superseded 
by a n#w committee known as the Open Market Investment Committee for 
the Federal Reserve System, said Committee to consist of five repre­
sentatives' fJiom the reserve banks and to be under the general super- 
visiQn of thd Federal Reserve Board; and that it be the duty of this 
Committee to devise and recommend plans for the purchase, sale and 
distribution of the open market purchases of the Federal reserve 
banks in accordance with the above principles and such regulations 
as may from time to time be laid down by the Federal Reserve Board*”
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Office Correspondence ~a*=mm ^  9* 1930
Hr. fan losses N  . ' ,

To _ _________________________  Subject:.________________ w  j  ,

From.
Mr. Ssead

fh« Oovernor% at their conference held in Vashington in Peceaber 1929, 
agreed that after January X* 1930 profits aad loss** on a ll operations in 
the ©pea M ik«t lavastae&t aceoant, afcether tetaeen the xartlelfBfclag banks 
or aith the aarkat> should be carried with the suspense account in law York 
and distributed at the and of the year. (Page k of report of Qovenior'e 
conference)

--■■ ^
Div.Ei.cii of Bank Operations

File No. JL = _ ^ L = _ ^ _ 2 -i .....- .....

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives

DECLASSIFIED

Authority % s Q  ( 0 ^ 6 \

FEDERAL RESERVE BA23K OF NEW YOHK

June 12> 1929
Dear Governor Young:
1S1 have your letter of June 10 acknowledging receipt of my communication of 

June 5 on the subject of the status of the Open Market Investment Account.
You inquire as to whether Federal Reserve Banks in making temporary 

sales of securities to other reserve hanks should not report them as a contingent 
liability. These transactions have ordinarily been handled in two different ways* 
via:

(a) By outright purchase, as in the case of the $5,000,000
Treasury 4s recently acquired from the Federal Reserve 
Bank of Kansas City, and

(b) By the temporary acquisition (on the part of the Committee
for System account) of securities from the Federal Reserve 
Banks, with a view of permitting the selling bank to re­
acquire the securities at a later date.

Vhen purchased outright there is, of course, no contingent liability 
whatever and no intention on the part of the selling bank to repurchase. In the 
case of temporary purchases it has generally, if not always, been the practice 
of the Committee to give the selling bank the right to reacquire the securities 
at a later date provided the securities had not in the meantime been otherwise 
disposed of. In tome cases the selling banks have had in mind a definite date 
when they would repurchase the securities. In other instances it has been quite 
Indefinite as to Just when they would be able to take the securities back, and 
it has generally not been the practice to have an understanding as to any specific 
date when repurchase would be made.

Zt is our view that the Committee should not acquire securities for System 
Account with an obligation to hold them for any definite time to suit the 
convenience of another bank; in other words, that the Committee should not be 
placed in a position of having an obligation to hold securities which it might 
think it would be in the interests of the System as a whole to dispose of. 
Contrariwise, there have been very few, if any, instances where the selling bank 
has had a definite obligation to take back the securities sold. It seems to us, 
therefore, that the obligation, if any, of the selling bank is so indefinite as 
to make it unnecessary for that bank to show a contingent liability in respect 
to these transactions.

As a matter of fact, we doubt somewhat whether, even though the liability 
were more definite than it is, it would still be necessary or desirable for the 
selling bank to show a contingent liability In such cases for the reason that it 
is a matter of inter-bank relationship. There could in no case be any obligation 
to other than another reserve bank, aid for this reason the contingent liability 
if shown would have to be eliminated in the consolidated 'statement of the twelve 
banks.

fe have discussed this matter at our Officers Council and the foregoing 
represents the unanimous viewpoint of the members of the Council.

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

(S) J. H. Case
Deputy Governor
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C u m  10# 1929

Dear Mr* 0**«f
I acknowledge receipt of and h#re brought to the 

attention of tho Board your letter of Juno 6tha regarding 
the status of the Open Market Investment Account and con­
ditions in tha bill and Gtovernaent securities narketa*

Tha Board notad particularly that tha Coaniitee 
haa taken over tram tho Federal Reserve Bank of St# Louis 
Liberty Loan and treasury bonds in the amount of 
f?,12S#QOO* and from the Federal Reserve Bfcnk of Kansas 
City Treasury bonda amounting to $5#000ft000« the question 
has beer, raised as to whether Federal reserve banks la 
naklng sueh temporary sales of securities to other Federal 
reserve banks should not report them as a contingent lia­
bility* We here are not ffemlllar with the exact tenss of 
the transaetione and do not know whether there is a defl«* 
nite obligation to repurohaae, or merely an underatanding 
that the eelllng bank may take back the securities if and 
when it dealres*

1 would appreciate it if you would fumiah ae 
with a copy of whatever agreement nay be entered into 
in oases of this kind and let me know what you think of 
the idea of reporting securities temporarily sold to the 
Aooount ae a contingent liability.

Very truly yours v

8* A* Young, 
Governor

Mr* J. 8. Case* Deputy GNrrerx»er# 
Federal Reserve Bank,

„ Hew fork, K. Y*
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FEDERAL RESERVEFEDERAL R E S tK V t

ice Corresponuence —
To------ -— -y — ----- ---------------------- —  Subject:.

From

Bs*r Doctor Millers
2 find in ay records of the Open Maxtoet Coanittee meeting of 

Friday, Deoearter 19, 1924, the following

"iiftiag of Open Market Committee.
"She Committee filed a very interesting report of operations 

severing the period through Doooabsr 35th, Moving that, as * 
shole, they had taken soae sioney out of the isaxfentf Governor 
Strong said they would pat the acceptance rate to 30 on 
Monday, and than would avait eventualities.
MBr. Miller suggested that they should put op the aoosptaaee 

rate above the discount rate of 3$. Governor Strong said tiiift 
would be ridiculous.
"Dr. Miller said that aecoptaaoe rates should he inoreased so 

as to drive acceptances oat of the federal Baser** baaks.
Br. Stevart said the System ongfrt to sell soste Oovenstent sororities, 
aad Governor Strong said vsty likely tbagr would do this.11

peiiiaps the above does not quote yon correctly. 1 did not see, 
at the tins* iftiy your suggestion aould be ridiculous* 1 appreciate 
folly that in the open naxket a banker's acceptance should take a 
better rate than a prooissosy note, but when the lederal Isserve b^'k. 
has taken a promissory note, it bears the endorsee&nt of a swober 
and nates the paper not veiy different, I should think, in point 
worth, trm the banker's acceptance. If. for exaaplV, we desire-
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encourage the growth of promissory notes as against acceptances, I 
see no reason why it would he ridiculous to put a discriminating 
rate on acceptances.

Tory atnonrely yours *
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F o rm  NO. 131 f '

/■ V  f f  ( FEDERAL RESERVE

-vTTTice Correspoituence
To Mr. Ctuaainghaa ____ ____  Subject:
From My. S— ad __________________  __

In accordance with your request X m  handing you herewith 
a statement showing change* in tha Special Investment Account hjr aonthe 
from Jasuary 1927 to Beceotber 26, together with Gold Xxports and
Inports during tha ease period.

At soom at figures for the fall year 1928 become available we 
will hare the statement brought up to date and will at that tine show tha 
principal countries to which gold wae exported and fro» which gold was 
imported.

Datp D»cg»b«r 88 . M 8i
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M W  JBXPOHTS AID IMPORTS ASD HOLDINGS 07 U. S. iXCUBITXSS 15 
' * SPJSOJAL IHYXSTMiNT ACCOUI?

S ' ''4 -v

(In millions of dollars)
U. S. Securities - Special Oold Imports and Exports during Month

Investment Account Met -
Date Amount at end of ! Change from pre­ Exports Imports Imports (+)

month j ceding month end Exports (-)

1927
January 201 - 11 *5 59 ♦ **
February 200 - 1 2 22 + 20
March 20 6 + 6 6 16 + 11
April 201 - 5 3 15 + 12

May 221 ♦ 20 3 3* ♦ 32
June 2 5 0 ♦ 29 2 15 ♦ 13
July 269 ♦ 18 2 11 ♦ 9
August 353 ♦ 85 2 8 ♦ W
September 367 ♦ 1* 2* 13 - 11
October 399 ♦ 31 11 2 - 9
lov ember *20 + 21 55 2 - 53December *23 ♦ 3 78 10 - 67

Total + 211 201 208 ♦ 6

1928
January 300 - 123 52 38 - l*
February 273 • 27 26 15 * 1 1
March 2 6 5 - 8 98 3 ~ 95April 1 6 0 - 1 0 5 96 5 - 9 1
May 62 - 78 8* 2 * 82
June 8* ♦ 2 1 0 0 2 0 *•80
July 85 ♦ I 7* 1 0 - 6 *
August *75 - 10 2 2 ♦ l
September *♦75 * * #October 75 - 1 1* ♦ 13lovember 83 ♦ 8 23 30 ♦ 7December (to Dec. 7 6 - 7 1 22 + 2 1

2 6 )

Total to
Dec. 26 - 3*7 560 166 -39*

# Less than $500,000
* Exclusive of $16,500,000 of V. S. securities taken over

temporarily from the F.I.Bank of St. Louis.
** Exclusive of $5,000,000 of U. S. securities taken over 

temporarily f t o m  the I. I. Bank of St. Louis.Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Reproduced from the Unclassified I Declassified Holdings of the National Archives

DECLASSIFIED

Authority . ( 0 ^ 6 ^

in n o . 131

office Correspondence
To___Heaters of the Bomrd ( XndiTidually)

From ____________________ _
s » 0  2— 8495

therm it he to* £»r yxmr the rwtisim
9# wiw IMBrlwPir *1Iww8wSMpE8w  •* * CP JsT wW  Jfw1WR|| IHKWw **S|F
tfammmrB* oonforoaae, *« em*m4m& mi *&opt*ti hy the ^oist Iteffcreaoo of tho
Oovanoor* *m& ftotoral mmmtm M&m%m m  frltisy M&rmtime 16*

it -
"{1} that tho dgjoa iiafisafc laweotisamfc Ctoaifctao* ofetofe 1« mm 

wmp»m& o f ft**  Cfcrr*r»»r»# t»a e»i*r«e« *•
Oawaora* mkiag a Coaaittoa of tom tie, frm$M4, that in e*»o of tho 

«f *asy daaoraar to afctaad* *a mihoraoha *N»ll bo appaiatad ty 
the ©traitor* of hia ha&k •

*(£) Ihit tha Cwaalttoa of taatvo shall *ei»ot froa lt< isoasborahip 
«a S*$a«*ti*a csaaaittaa to ooa*i*t of lt*a aether*# «fci**fe shall ®erry iaia 
effeot the pollei#* fjro» tiaa to tint dat*r?»ia*4 hgr th* fhll rnawlttoo

n  1) fh»t it  tiktll bm feb* ftaMtlwi a t the Ooea BsriEet Istvoa&Mi&t 
£aj»uitt#e to eoaeid-r* pr*p«*a aad raooMigsad ftlt̂ is with r*&&r4 to th*
' pWPOJlLli 00 or sale of s M s r i t k i  ia tine opoa aturfeet ffcr automat of the 
iM«*sI a*ssr*» %ato«t or pt%rtl®lpm%in$ awtor*! rooonro haaks#

•(*) that th* Ub»# asaaetv «̂ w.r*3tor sad rol̂ aio of weak 
w& ««l«o bo fo*«r$*$ fjriaori ly 4Ht t&» Ti#« of ooô t̂ <loii<if
ooenwroo osi4 ôslaewoo o»d with r^»rd to thoir ̂ OOySs^ ‘ĤpOflk tim* ̂ K̂KMNPOii 
orodit oit^tlo^*

®{S) ?fe«t th# metittgo of tbo O^on ôarlK©t l^vootanomt Cwsmi%&m0 *hi<^i 
be o*Xie4 either l̂ r the lo%r<l or tor tho tsoo«»tî » 0oamit^#e of tho 

9pR«i ̂ rlset Itt̂ Mitseat €o«nd%too etê ll ho b«Xd ia or et estoh
other pl*.<w «m iŵ f ho orrwi^o^ tho i*ssSiRa*Mt of tho SsBeontlwo roinif tit on 
of the 0|M» mri£«t l̂ veoinmKKt O^nittoe *&& Mm memtlve Offioor of t ^

The.t ttio |y:siso#stiro ot ommtings of tho QpeA Hjufhot tevsstiBswflS 
OtNwdl'tto# f̂ioJUi ho isi the ĵ ttnro ojk ia tho |MMit* to witi t^ot tho tiowKittoo

o«t opoa tho ITWStlSSBiySlSŝ ŜISMI S8Ŝ H8'SS.1W KtmA
to 4lmmm tl̂ ooo

reeO«»>ieil»ii« C'*#«te W*vm Ifwowworo w* w»# «@0*Hn0. &wr OHHWi RtvtOB s| wJSO SF@e$*0
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1 am attaobtac boroto report* mmwiag purchases and salts of 
sseurltlss by tbs Yfcdsxml fesorr* Bank of low Toxic for ill* Systsa Special 
Xavostaaat JLoeount, dors rise tbs month of July, as ro$t»stod la your 
mozaoraadtsa of .July 19. Similar rsports will bo furnlshsd aacb wook la 
fatars. r
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F o r m  N o .  181. A  ^  X ■*
FEDERAL RESERVE ,.+J -J- *>> Y

Office Correspondence BOARD D a te J u ly  16. l q g g .

To

From. M, Van Fossen
Investment Account.

In December 1923 the Federal Reserve Bank of New York began to 
accumulate United States securities for transfer to the System*s Special 
Investment account. Purchases during December 1923 were as follows!

December 15 $2,500,000 Certificates of indebtedness
IS 1 ,000,000 do
2*4 2,200,000 do
2H 1 ,100,000 Treasury notes
27
2g

-/@rtT«33.ooo
- \ D  73*500

Certificates of
do

indebtedness

28 1,557,000 Treasury notes
29 80,000 Certificates of indebtedness
31 115,000 do
31 - . 100,000 Treasury notes
Total 9*053,500

On January 2, 192U, the Federal Reserve Bank of New York forwarded 
a sales schedule No. *+332 transferring the above certificates of indebtedness, 
totaling $6,301,500, to ’’Special Investment Account - Federal Reserve System 
as of January 1, 192*4.” On the same date the sales schedule No. *4333 *nade a 
similar transfer of Treasury notes, totaling $2,757*000. On January 5 schedule 
No. *43*11 was submitted showing purchases of certificates of indebtedness for 
the special investment account - Federal reserve system up to and including 
January 5. On this schedule were listed the $6,301,500 of certificates of 
indebtedness covered by sales schedule No. *4332 under the caption ’’Transfer 
from Federal Reserve Bank of New York Special Investment Account." 0 n the 
same date schedule No. *43*42 listed Treasury notes purchased for the special 
investment account of the Federal Reserve System to January 5, listing theron 
the $2,757*000 of Treasury notes covered by sales schedule No. *4333.

From the above it will be noted that the Federal Reserve Bank of 
New York accumulated $9*058,500 of U. S. securities for the special investment 
prior to the beginning of 192*+, but that these securities were not apportioned 
among the 12 Federal reserve banks until January 1, 192*4. Since the first of 
January 192*4 the Federal Reserve Bank of New York has on several occasions 
purchased U. S. securities for transfer to the System’s special investment 
account which were held in the New York bank’s portfolio for a number of days 
and has also frequently held such purchases over night in its own portfolio. 
Such holdings have been disregarded in the table on securities held in special 
investment account in the 1927 annual report, although it is intended to * 
include securities held by the New York bank in December 1923 which were 
transferred to the special investment account on January 1, 192*4.

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives

DECLASSIFIED

Authority f c P  I D ^ 6 \

Hr. Basils 

Ur.

3 3 - 3  "
toy 9. 1928

Reserve bask credit In 'Uss

Vith rsgard to your request for a statement bearing oa changes 
In tiie credit situation by yearly periods sines the System’s credit 
polloy lias been reflected in part In His purchase and sals of securities 
through tbs Open Market Investment Committee, % may say that, as 1 told 
you, to prepare * coaprehensive aeao random covering tbs fam tors responslbls 
for snob changss mad tbs sffset of tbs obangss would require a great daia 
of rsssarob and would take ssveral weeks tlae. However, I aa stating 
briefly below the wore important phases of tbs situation In which 1 under­
stand you ars particularly interested.

fps Open Msifcet Investment Committe began to function at tbs 
beginning of 198**f but tbs credit situation is so affected by the holiday 
trade around tbs snd of tbs ysar that it is thought better to use October 
31, 1923* as tbs Host satisfactory starting point. At that time tbs 
$rstea’s total livings otJ3, 8. securities (thsrs was than no special in* 
restaent account) wers $92,000,000, having dsolinsd alaost steadily from 
ths snd of Nay 1922.

t Istsss^Dotobsr 3X. 1923* w d  Octobsr
31, 192**, the Bystea aciuired i5 0 0,0 0 0 ,0 0 0 of securitise for ths spssial 
invsstment account and w i n g  tbs sane^eriod tbs aonstary gold stoek of 
tbs tsuntry incrsassd by 13^2,000,000, thereby asking aa addition of 
$8^2 ,0 0 0,00crto tbs amount of rsssrts bank orsdit availabls to asabsr 

, banks. Ibis brought about a dscided easing in ths er*dit situation and 
iX thet - opsn-anifcst accsptancs ratss dropped from *1-1/* to 2-l/fc per esnt, 

while tbs $lscou£fc'rate of the Federal Hsssrvs lank of lew Tort: declined 
froa H-l/g to 3 psr esnt. ̂ fbs dsolins in wholssals^prices, which bad 
bsgaa la tbs spring of 1 9 2 3 , m s  chscksd la m m m t  of 1 9 2 U, aftsr which 
and until|tbs sarly part of 1 9 2 5 priess incrsassd. tfeabsr banks expanded 
thsir operations very rapidly(th«i* deposits incrsassd $3,000,000,000) 
and in doing so ussd $2^3.000,000 of tbs above-asntloned $8^2 ,0 0 0,0 0 0 ^ 0  
build up their rsssrve balances with the fsdsral rsssrvs banks. fotwith- 
stending this largs increase in rsssrvs balancss, tbs asabsr banks were 
alt? able to jpstne# thsir borrowings at ths Fsdsral rsssrvs babies by 
$59$,000, OOCrio $Ht,000,000, the lowest lsvsl sines ths bsginning of tbs 
» o S d  Var bsing reached abou^ this time. Of ths abovs-asntlonsd increjiss 
in isposlts, $1,860,000,000 was in demand deposits and $l,1 5 0 ,00£r00 0 in 
time deposlte, the perosntags gain in demand deposits bsing about tbs saas 
as in tias deposits.

^saf salad. October 1325. In the five aontbs following October 
192^, lbs 8ystsa liquidated about one-half of Its qpeC market Invsstasat account 

. to around $2 5 0,0 0 0,0 0 0, and it remained within $5 0 ,0 0 0 ,0 0 0 of that aaount 
* £  nntil the snaapif of 192?* In ths sarly fall aontbs of 1925, hovsvsr, thsrs
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was » very marked expansion in discounts and considerable purchases of 
acceptances in thaj|«s marks t, with tha result that total reserve teak 
credit *$at agp rapidly aad at tha aad of October 1 9 2 5 stood at $1,296,000,000, 
or $250,000,p00 la excess of tha amount a year earlier. Of this $2 5 0.000,(XX), 
♦jS.OOO.OOcr sms used to farther laeraasa tha reserve balaaeae of m«ber hanks 
to taka oars of thsir increased reserve recrolreaent s*/$1 0 2 ,0 0 0,000l'(ne|) 
to purehaee gold for airport purposes, aad $2 7 ,0 0 0 ,0 0 0 to oh tala additional 
money for circulation purposes, Baring thisfyear tha rata oa acceptances la- 
creased froa about 2-1 /Vper cy*t to 3-1 / 2  par cent while tha few Tork bank 
discount rata increased fro* 3 to Vl/^^per cent. fholesale priaae, which 
begaa/to laeraasa la the fall of 192*1 continued t o lacre^pe until March J#25, 
reacted rather sharply for a month or two, aad thaa Increased to tha previous 
level, Aa already noted, ad#ftloaal reserve haak credit during thla pejptod 
was obtained threap borrowings oa the initiative of aeaber hanks, rather thaa 

tfis through gold- imports of additional^eecttritor purchases by tha federal reserve 
banks as was the case ̂ ITe yaar before, fhe increase in daaeiiis during this 
period was $6 7 0 ,0 0 0 ,0 0 0 la aat deasad deposits and/$9 5 0• O w ,0 0 0 in tine de­
posits, the laeraasa la tlae deposits being relatively aoch aore marked la 

✓  this year thaa la tha prwvtoue yea*^- thereby enabling member banks to gat 
along with lower reserve balance* thaa would have been required had the in­
crease in deposits been more evealy divided batwaea deaand and time deposits.

tear a&ded O e t o W l 9 2 6 . - Tha System's opea-ma*fcet account duriag 
thla yaar ehowedX tempors*r increase aroaad tha aad of 1 9 2 5 * aa increase jtt 
about $7 5 ,0 0 0,0^  fro* l^rca to llsy, aad a deellae of approximately the same 
amount^from Hereto October, tha holdings at tha aad of October 19 2 6 baiag 
$10,0(50,000 lrfss thMKa yaar earlier, fha aeaber banjp^reserve deposit* 
raaalaad fairly etable, aad ware approximately the same at the end of October 
19 2 6 Mmii at tha aad <^Oct©bevl 9 2 5. ®*1 * was apmrently daa to tha fact 
that there was a decline of $1 5 0 ,0 0 0 ,0 0 0 la aat demand deposits of aaabar 
basks daring tha yaar, althoa&^fiaa 4apoq|jts, ©a which a reserve of oaly
3  par ceat la required, increased by $7 7 0 ,0 0 0,0 0 0. .^Total bill security 
holdings at the ead of Ctetober 19 2 6 were oaly $2 0 ,0 0 0,000^1 n excess of tha 
amount held at the^ead of the previoue October, aa Increase la the gold ^  
stock ©f $6 6 ,0 0 0 ,0 0 0 during this year beingapproximately off sat by aa ia- 
creaae in aojiay la circulation of a$0*t $5 2 ;0 0 0,00 0. Opea~m»ffcet acceptance 
rataa declined daring tha early saaasr of 1 9 2 6 to aJMpmd 3-l/S par ceat, aad 
thaa la&reaaad during the fall moat!** to arenad. 3- 7ft per cent, s£ll« tJia^ 
lew Tortc federal jpa^arva bank discpant rate^was increased from 3-1 / 2  to k 
par ceat la January 1 9 2 6 , was^riduced to 3-1 / 2  per cent Jj* April, aad again 
increased to ^vper ceat la August. fholssale pric*e"declined throngjaout tha 

. whole period, the daellaa beingr fro* an lades of 10** la October 1925 to 99

' ' ' ^
I f j y «*• « x y  * «ugtot cta*« in th. 

System1* open maifcet security holdings from the aad of October 192b to the 
ead of Msy IftF. bat froa that tlas oa to the end of the year there was quite 
a rapid laergaee la security holdiags la keeping with tha^easy credit policy 
followed by the Board during that^period. Coring the fall swaths of 1927 
there waa also a substantial laerease la acceptance holdiags# while discounts 
fluctuated withij^sompalratively naarow limits, fro* the middle of^Jannary to 
the ead of October 192?. the increase la credit required froa Jaly to
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/  X
October was therefore supplied entirely V  purchases of U. S. securities by the 
Opes Market Investment Committee apd by purdytties of bankers1 acceptances.
Baring this year^ihere was ̂ ''increase of $68,000,000 Jx the monetary stock of 
gold and a decline of $75,000,000^in the amount of mone^in circulation, These 
factors taken ̂together with security purchases and reductions in discount rates, 
created a decided easing of the credit situation and member banks again began 
to expand the^r operations quittf^materially, the reserve balances of the mem- 

. bar banks increasing from $2,223,000,000 at toe end of October 1926 to
$2,32^*000,000 at the end of October 1927. y/tfo-ring this period the demand de­
posits of the member^nks expanded by $680,000,000, while time deposits in* 
creased $1 ,125,000,do0, the expansion in time deposits again much more than keep- 

pace with the expansion ip demand deposits. Daring tkVs year it was\the
* relatively large growth in ttme deposits, purchases of securities by the federal 

reserve banks, net gold imports, and a redaction in the amount of money in 
circulation which gave member banks substantial additional reservp^funds and 
encouraged an expansion policy, Acceptance rate® dec 1 î aed from 3-7/8 to 3-1/^

^  per cent and the Sew York bank Recount rate waif redilced^from ? to >*l/2 per cent, 
while wholesaler prices continued to decline jprtll mid-summer, when there was a 
gradual increase until around the end of October.

6-months ending ApyH 30. The System continued to purchase securities 
during lov̂ fiber and December 1927, but beginning with 1928 began to sell them 
rather heavily and the spetmt held. ii^U&e special investment account on April 
30, $l60»000,0$0, was $239*000,000 less than held at the end October 1§27* 
Daring the same time the monetary st<£pk of gol^declined $27^000,000 and the 
reserfe deposits of member banks increased $118,000,000, making a total of 

^ 3 V $632,000,000 to be .provided by member banks during ti^six-month period. Of 
this total, $197*000,000 was obta\p4& through a reduction in the amount of 
money in circulation, $%22,000,000^Cnrough an increase in borrowings from the 
Federal reserve banks, $1^,000,000 th^pugh the purchase of acceptances by 
Federal reserve banks and $12,000,000 through purchases of securities by the 
reserve banks other, than through the special investment fpcount. It is clear, 
therefore, that during this period the member banks continued to expand their 
operations despite Vpt substantial li<p**tiation in the open-market portfolio, 
substantial gold exports, and an increase In discount and open market rates.
The increase in time ̂ aposits of member banka as in the two previous years 
was much more proratmced than the increase in demand deposits, increase 
in time deposits between October 1927 and April 1928, being $728,000,000 as 
compared with $428,000,000^in net demand deposits. Open-paxket acceptance 
rates went up from 3-l/** P®r cent in October 1927 to 3-7/8 per cep* in^kpril
1928 and the Tork bank discount rate was increased from 3-1/2 to k per 
cent in February 1928, while wholesale prices went down slightly.

The pamphlet of *Charts on Bank Credit, Money Rates, and Business 
Activity,* which the Board recently had printed for distribution, covers 
most of the items mentioned in this memorandum, and you may find the charts 
helpful, particularly los. 1 and 3. ia reviewing the various factors involved.

v
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wxmx or smnjRm m o t s  - mosthlt atoaqis fob octobur, 1923
1927 AMD FOR APRIL 1928.

October 1923 92.7 price level fairly steady from July to October 
following * protHwaeed drop from Maieh to July.

October 1924 105.4 Rapid rise during final s»nths of 1921, a decline 
from February 1924 until ald«awaer and a 
recovery thereafter

October 1925 137.2 ▼ery rapid rite from October 1924 with temporary 
recession in spring of 1925

October 1926 147.9 Sharf drop in Kerch 1926 followed by resumption 
of Increase

October 1927 186.2 Pronounced and practically continuous rise 
throughout year.

\

April 1928 215.3 Sxtrenely rapid rise in April 1928 accompanied 
by largest turnover in history of market

I -V '

u\ a
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TOfU. BILLS AID 3KURITH8, BT CLASSES, MEMBBtS BSSm* DEPOSITS, MOBTABT 
OOLD STOCK, IMS AKOTTC Of H O m  XI CIHCtJUTIOI, OCTOBIH 31. 1923

TO APEIL 30, 192* |

Oct. 31 
1921

Oct. |l] 
L .1924.1

Oct. 31 
1925

Oct. 31 
...M?6

Oct. 31 
1987

April 30 
1988

B1X1« diacounted
Hilt bought 1st opaa market
U. S. Oovarnmant aacuritiaa

884
205
92

264
200
584

616
347
327

690
323
301

**12
3*»2
588

83*
357
896

Total hills and aaourltiaa 1,181 1,052 1,296 1.316 1.876 1 .U88

Member bank-raaarra account 
Monetary gold atook 
Money is circulation 1 ®

>*.985

2,138
4,5094,942

2,214
4,407
4,969

2,283
*».̂ 73
5,o a

8,38*1
* .* 1U.9U6

8.UU2 
>»,866 , 
>♦,750 "

IfCHMSE OH BBCRIASS
•

Bill# diacountad
Bills bought la opaa market
$. 3. Governing nt .mammftlftaa

•620
- 5 y ♦ 492 ̂ -257 /

♦7>t /  
_gU1 
- 86/

-878 ̂  
♦ 19' 
♦881/

♦HS8 /  
♦ 15 
-886 7

Total billa and aaouritiaa -129 / +2V* / • *80 17 - 1«0/ ♦818 ^

Member bank-resarve account 
Monetary gold atook 
Money is circulation

♦243  ̂
♦3̂ 2 <
♦ 17 /

♦ 76 ♦ 9 < 
-108 /  ♦66/
♦ 27 /  ♦58/

♦1017 
♦ 68  ̂
-  75 ^

♦118 /
-87*5 S
- l4 &  ^

D X
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FEDERAL. RESERVE BANK

OF NEW VORK

July 19, 1927

Dear Mr, Smead:
Sith reference to your letter of July l&Jand telephone conversation with 

your office last week, I note that it will be entirely agreeable to you for us to

for the System Account and their apportionment to Federal Reserve banks (including 
exchanges) (a) in the open market, (b) from other Federal Reserve banks, and (c) 
from the United States Treasury, and for the other Federal Reserve banks as well as

Board on Form A,
It seems to me that this method of reporting the purchases referred to 

would eliminate the difficulty you have experienced from time to time in reconciling 
figures obtained from the Committee and the Federal Reserve banks, and would simpli­
fy matters on this end if we were to furnish you with this information direct in­
stead of relaying it to the various reserve banks and having them in turn pass it 
on to you.

with purchases made during the current month and will omit making any further refer­
ence to these transactions on our reports on Form A, I also understand you will 
advise the other reserve banks that you will obtain this information direct from us 
in the future.

furnish you each month with a statement showing purchases of Government securities

ourselves to omit all reference to such transactions in the monthly reports to the

le shall, therefore, furnish you with the desired information commencing

15. B. Matteson 
Secretary, Open Market 
Investment Committee

Mr. S. L* Smead,
Chief, Division of Bank Operations, 
Federal Reserve Board,
Washington, D. C.

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives

DECLASSIFIED

Authority . ( 0 ^ 6 \

July IS , 1027

*

Dear Hr* V*.ttesons

As you know, we har-3 ax'oerieneed d i f f ic u lt y  fr o s  
tin e to time in  re co n cilin g  fig u r e s  represstit lag purchases of 
s e c u r it ie s  through the Opm Market Investment Committee, as  
reported b^ the Cofsmitiec aad by the in d ivid u al IPe&eral reserve  
■banks, and i t  has occurred to me that our present method o f de­
termining the volume o f these transactions may p o ssib ly  he too 
cumbersome end that a sisrpler way could be devised . I t  hat  
been our -practice to include in our fig u re s  a l l  purchases of 
se c u r it ie s  (in clu d in g exchanges) (a) in the open market, (b )  
from other Federal reserve banks, and (c )  fro a  the U. S. ‘Treas­
urer, mx-d. we would o f course need enough data to continue th is  
practice in the future*

I sh a ll appreciate i t  i f  you w ill  g ive th is  m atter 
your consideration  aad advise us whether or aot you have any 
suggestions to o f fe r  to s im p lify  the preseat method o f  obtaining  
the data needed to compile our f ig u r e s . I f  you f ia d  that i t  
w ill  be more convenient to you and the other Federal reserve  
banks, i t  w ill  be e n tir e ly  agreeable to th is  O ffic e  fo r  you to  
fu rn ish  us with a l l  the necessary data fttgarttag  the Committee’ s 
op erations, and fo r  the other Federal reserv e  banks to omit a l l  
reference to such transactions in  th e ir  monthly rep orts to the 

m&mrd on form A. If th is  can be s a t is fa c t o r i ly  worked out, i t  
'a igh t '% e"p®s«ible to reduce somewhat the telegraphic advices  
which you send to the other Federal reserve banks in connection  
with th e ir  p a rtic ip a tio n s  in the Committee<e tran saction s,

Tery tru ly  yours#

, , , . ^ * 0  E. L. Smead

IS, I,-* Skaead, C hief, 
D ivision  o f  Bank O perations,

Mr. f ,  B, Matte son, F^cr*'t~ry,
Open Market lavestmen ôtma i i t e e ,  
fed era l Reserve Bank, 
lew Tolck, a , T.
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F o r m  N o . 131.
FEDERAL RESERVE 

BOARD

sw»

Office Correspondence
To Mr. Smead

Fmm Mr. Horbett

Division of Bank Qperatiiank operauc 
<^_^pubject:

iQKMn

r a e M o -_ 2 r  ' •>,

Date July 12> 1927,

3 3 ^ > / _ 5  C

The report o f  the Open Mar 1®t investment Coromitte fo r  June has 
a note to the e ffe c t  that the figu res do not include $ 2 0 ,0 0 0 ,0 0 0  of 3 -3 /8  
per cent Treasury bonds received in exchange fo r  a lik e  amount o f  second 
L iberty loan bonds, inasmuch as i t  has been our practice to consider such 
exchange transactions as new purchases, we telephoned to Mr. M ille r  of the  
S e c u ritie s  Department on July 8 and in response received a supplementary 
statement g iv in g  the p a rtic ip a tio n  o f each bank in  th is  exchange.

Wfe found out today, in  going into the matter, that none o f the reserve  
banks included th e p artic  ipation  in this exchange transact ion wit h the fig u res  
reported on form A , and upon taking the matter up furth er with Mr. M iller  of 
the New York Bank, i t  seems that th e ir  fa i lu r e  to  do th is  is due to the fact  
that the Open Market Investment Committee did not advise the in d ivid u al reserve  
balies of the amount of th eir p articip ation ^ in t M s  tra n sa ctio n . F ailu re to g iv e  
th is  advice was based on tire theory th a t the tran saction  was a mere exchange and 
does not c o n stitu te  a purchase. A fte r  taldng the r o tte r  over w ith  Mr. Van Fossen,
I explained to Mr. M iller  what our p o licy  has been in  com piling the s t a t i s t i c s  
on the volume o f  op erations, and suggested that i t  would s im p lify  the adjustment 
of the m atter i f  he would advise the other reserve banks by le t t e r  or telegram  
of th eir  p a rtic ip a tio n s  in the tra n sa ctio n , t e l l i i ^  them at the same time that 
the information was b ein g  given them so that tlaey could correct the reports  
rendered to  the Board on form A. A fte r  considerable d iscu ssio n , Mr. M iller  
agreed to do t h i s ,  but th is  afternoon Mr. Matteson c a lle d  you up and being  
advised that you wouMnnfct*b@I:in, he asked to speak to me and again explained 
th e ir  p o s itio n . He s ta te s  that the Open Market Investment Committee transaotions 
are a l l  handled as a pool account^and that he would p refer i f  p ossib le  not to 
advise the p a rtic ip a tin g  barks these exchange transact!onsjVjj£e*» there is  
no change involved in the t o ta l  amount o f  the investment account. He stated  
that even a t best he has considerable d i f f ic u lt y  in  handling the account and 
thou^it that i t  v/ould complicate natters to try  to ex p la in  these tran saction s  
to them. He is  p e r fe c t ly  w ill in g , however, to  give the Board a l l  d e ta i ls  that 
i t  may desire on such transactions so that we can handle the matter &ny way we see  
f i t  and advise the Federal reserve barks. I explained to him that it  had always 
been our p o lic y  to consider these transactions as a d d ition al purchases and that we 
apparently had to fo llow  the same p o lic y  in th is  case in  order that our figu res  
might be comparable with those published h e reto fo re , but that 1 would refBP the 
matter to you tomorrow.

It  seems to me,Sawn the d i f f ic u lt y  that we have been having in  these  
tra n sa ctio n s, i t  probably v/ould be best to have the Federal reserve banks report 
on form A hereafter only such U. S. s e c u r itie s  as were purchased by them in  th e ir  
own market for th e ir  own account, i .  e . , exclu sive of a l l  p a rtic  ipations in  the  
s p e c ia l investment account) with the understand ing that the sp ec ia l investment 
committee tran saction s w i ll  be reported to us by the ctom ittee . I f  d esired , we 
could furnish  a copy o f the comm ittee’ s report to each of the reserve baziks, a ft e r  
we had reconciled  the matter with the committee and were s a t is f ie d  the report
contained a l l  the data necessary.

<evuttiXRKY msimitt «rni«
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Vs-/

REPORT OF THE OPEN MARKET INVESTMENT COMMITTEE TO THE 

GOVERNORS*. CONFERENCE. NOVEMBER 8 .  1925

Sine© the Governors* conference la s t  spring there have been two

important changes in  the sp ec ia l investment account, »  a purchase of se c u r itie s  

between March 29 and A p ril 15 , which increased the amount from 210 m illio n  d o lla rs  

to  275 m ill io n , and a sa le  of se c u ritie s  between August 7 and September 1 5 , which 

reduced the account again to 200 m illio n  d o lla rs*

Purchases in March.and A p ril

were f a l l i n g ,  and when there had been a considerable liq u id a tio n  of cred it employed 

in the secu rity  m arkets, and, to  a le sse r  degree in  commercial loans* The re su lt  

of the purchases was to reduce approximately to  that extent borrowing by member 

banks at the Federal Reserve Banks, p a rtic u la r ly  in  la rg er  cen te rs , and to operate 

together w ith other causes toward s l ig h t ly  ea sier money co n d itio n s.

Sales in  August and September

As the year advanced no business recession  such as had been anticipated  

by many e a r lie r  in  the year developed* The volume of trade continued at a very  

high le v e l ,  b uild ing a c t iv ity  and automobile production were w e ll “maintained, 

commercial loans in creased , and the volume of c re d it  employed in  the secu rity  

markets again showed an increase* Money ra tes  showed an advancing tendency and 

the Federal Reserve Bank of New York raised  i t s  discount ra te  from 3 1 /2  to 4 per 

cent on ^tgu st 12*

account between August 7 and September 15 took two formsj f i r s t ,  the sa le  of 

35 m illio n  to  fo re ig n  correspondents to  employ balances created by gold  imports 

into th is  country* T bis sa le  of se c u r itie s  merely o f fs e t  the e ffe c t  of the gold

The purchase of 65 m illio n  d o lla rs  of se c u r itie s  in March and A p ril was 

made at a time when business psychology was p e s s im is tic , when commodity p rices

The sa le  of 75 m illio n  of s e c u r itie s  from the open market investment
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imports# In addition  40 m illio n  of s e c u r itie s  were sold to  the Treasury Depart­

ment fo r  account of the sinking fund and the e f fe c t  of th is  sa le  on the market 

was d istr ib u ted  throughout the country as the Treasury withdrew funds from depos­

ita ry  banks in  a l l  d is t r ic t s  to pay fo r  the se c u ritie s*

The sa le  of s e c u r itie s  was n a tu ra lly  accompanied by a s lig h t  furth er  

increase in borrowing by member banks, by increased o ffe r in g s  of b i l l s  to  the 

Reserve Banks, and by s l ig h t ly  firm er money conditions* The re la tio p sh ip  be** 

1ween open market purchases and sa le s  during the year to changes in b i l l s  d is ­

counted and holdings of bankers acceptances, is  shown in the attached diagram*

jtr-

- -  The Present C redit S itu a tio n

a b i l i t y  of any change in open market p o licy* Business continues to  be a ctiv e  

and the volume of trade is  at a high lev el#  The business atmosphere, howevert 

i s  conservative and there is  some apprehension as to  the fu tu re* There WBre 

reports recen tly  of some d ecline in  building and production of automobiles# Xn 

recent weeks there has been a considerable liq u id a tio n  of brokers loans and some 

s lig h t  reduction in the t o t a l  volume of c re d it  outstanding# The October period  

of la rg est demand fo r  commercial c red it  appears to  have passed without cred it  

stringency and, aside from a period of s lig h t  ease in  the second half of October, 

money conditions have been steady*

Turn of the Year

in January to take up the usual seasonal slack in cred it resu ltin g  from the 

return of Christmas currency and the usual seasonal flo w  of funds to  money 

centers# Last year a purchase of 50 m illio n  d o lla rs  of s e c u r itie s  was made 

during the period of g re a te st currency demand in December, and these se c u ritie s  

were sold  in January and February. These tran saction s appeai*4to have a

The present c red it  s itu a tio n  does not appear to  in d icate  the d e sir—

In the past two years i t  has been found d esira b le  to  s e l l  se c u ritie s
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s t a b i l iz i* ^  influence upon money c o n d itio n s , although the amount of purchases 

and sa les  was not s u ffic ie n t  to prevent a considerable tigh tenin g of money 

ra tes  at the end of th e year and a considerable easing in ra tes  at the beginning 

of the new year# The committee th erefore suggests that th is  year i t  be

d esira b le  to  purchase up to 100 m illio n  of s e c u r itie s  during the coming s ix  weeks, 

to  be sold again at such time as cred it conditions appear to make that course 

d esira b le* If business and c r e d it  conditions continue as at present i t  would 

seem wise to  s e l l  these s e c u r itie s  sh o rtly  a fte r  the turn of the year, but in  the 

event of a d ecline in business a c t iv i t y ,  such as some observers think may occur, 

i t  then might be d esira b le  to  re ta in  a part of these s e c u r itie s  in the Federal 

Reserve p o rtfo lio #  In any event we should be prepared fo r  e ith e r  course#

Temporary Sales of. S ec u rities

At the June 15 tax period the usual temporary sa le s  of s e c u r itie s  were 

made from the open market account to s t a b iliz e  money c o n d itio n s, with the re su lt  

that money ra tes  were steady during the period# At the September 15 tax  period  

the New York C ity  banks were so la r g e ly  in debt at the Reserve Bank th a t i t  was 

f e l t  that temporary sa le s  would not be necessary and th is  proved to be the case# 

The temporary supply of funds in the market, due to  the redemption of maturing 

is s u e s , was o f fs e t  by the liq u id a tio n  of member bank indebtedness and money rates  

were steady during the period*

The e x h ib its  "A " and MBM attached show in d e ta i l  the d istr ib u tio n  of 

government s e c u r itie s  and bankers acceptances among the Federal Reserve Banks; 

there is  a lso  attached (e x h ib it  UC ") statement showing actu al earnings of a l l  

Federal Reserve Banks fo r  the f i r s t  nine months of the year 1926 and the estimated 

earnings fo r  the en tire  year; a lso  (e x h ib it  "DM) a comparative statement of 

earning a sset holdings of a l l  Federal Reservo Banks*
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E xhibit "A "

STATEMENT SHOWING PARTICIPATION BY FEDERAL RESERVE BANKS IN SYSTEM 
SPECIAL INVESTMENT ACCOUNT AND CLASSIFICATION OF ISSUES HELD

Holdings Holdings by M a tu rities

B o st on £ 8 ,7 6 7 ,0 0 0 Dec mb er 1 5 , 1926 0 4 2 ,8 0 2 ,5 0 0

New York 5 2 ,7 6 1 ,5 0 0 March 1 5 , 1927 5 4 ,9 1 9 ,2 0 0

P hiladelphia 4 ,9 2 0 ,0 0 0 June 1 5 , 1927 . 6 7 ,4 5 7 ,0 0 0

Cleveland 1 3 ,2 0 2 ,0 0 0 D ec emb er 1 5 , 1927 3 4 ,821 ,30 0

Richmond 5,818  ,500

A tlan ta 0

Chicago 2 6 ,2 3 3 ,0 0 0

St * Louis 1 3 ,7 2 5 ,0 0 0

M inneapolis 8 ,923 ,500

Kansas C ity 17 ,995 ,000

D allas 18 ,467 ,000

San Francisco 2 9 .1 8 7 ,5 0 0

$ 2 0 0 ,0 0 0 ,0 0 0 0 2 0 0 ,0 0 0 ,0 0 0
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Exhibit "B*

/
PURCHASES OF BANKERS ACCEPTANCES FROM JANUARY 4 TO OCTOBER 2 7 , 1926 AND AMOUNT 

EACH BANK HAS RECEIVED IN EXCESS OR SHORT OF ITS PRO RATA SHAKE
UNDER APPORTIONMENT PLAN PUT INTO EFFECT JANUARY 4 .  1926----------------------

B i l l s  Over B i l l s  Short

B i l l s  Acauired to  A^qyire Pro Rata Share Pro Rfita Share

Boston $ 1 0 4 ,8 3 6 ,0 0 0 $ 9 4 ,6 6 4 ,0 0 0 $ 1 0 ,1 7 2 ,0 0 0 * 0

New York 3 1 5 ,4 3 6 ,0 0 0 318,297 ,000 0 2 ,8 6 1 ,0 0 0

Philadelphia 1 0 6 ,5 5 7 ,0 0 0 10 8 ,1 8 8 ,0 0 0 0 1 ,0 3 1 ,0 0 0

Cleveland 1 3 3 ,7 7 2 ,0 0 0 1 3 5 ,2 3 1 ,0 0 0 0 1 ,4 5 9 ,0 0 0

Richmond 7 0 ,3 7 6 ,0 0 0 7 0 ,9 4 5 ,0 0 0 0 569 ,000

A tlanta 7 0 ,8 4 1 ,0 0 0 7 1 ,4 1 1 ,0 0 0 0 570,000

Chicago 1 8 8 ,6 3 7 ,0 0 0 1 8 9 ,3 2 6 ,0 0 0 0 689,000

S t, Louis 5 3 ,7 4 6 ,0 0 0 5 4 ,5 6 2 ,0 0 0 0 8 1 6 ,0 0 0

Minneapolis 5 6 ,7 6 8 ,0 0 0 57 ,422 ,000 0 654 ,000

Kansas C ity 8 0 ,1 5 5 ,0 0 0 8 1 ,1 4 0 ,0 0 0 0 98 5 ,0 0 0

Dallas 5 7 ,3 1 1 ,0 0 0 5 7 ,4 2 2 ,0 0 0 0 111,000

San Francisco  

T otals

121T8 8 5 T000 12 1 ,7 1 2 .0 0 0 173.000 0

$ 1 ,3 6 0 ,3 2 0 ,0 0 0 $ 1 ,3 6 0 ,3 2 0 ,0 0 0 $ 1 0 ,3 4 5 ,0 0 0 §1 0 ,3 4 5 ,0 0 0

The overages shown in the above statement are being adjusted in  the 

usual manner.
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Exhibit "C "

STATEMENT SHOWING ACTUAL EARNINGS QF ALL FEDERAL RESERVE BANKS. 
FOR THE FIRST NINE MONTHS OF THE YEAR 1926 

AND ESTIMATED EARNINGS FOR THE ENTIRE YEAR 1926

Actual Net Earn­
ings in Excess 
of Expenses and 
D ividends, but 
before Charge- 
o f f s ,  9 Months 
Ended Sept. 30 , 

1926

Estimated Net 
Earnings in Excess 

of Expenses and 
D ividends, but be­
fo re  C harge-offs  
Entire Yf>ar 1926

Estimated 
C harge-off s 

fo r  Year 
1926

Estimated Net  
Earnings a fter ' 
a l l  C harge-offs  
A vailab le  f or 
Surplus and 
Franchise Tax 
f  or Year 1926

Boston $ 533 ,345 & 711,132 J 137,047 $ 574 ,085

New York 1 ,1 8 3 ,2 9 6 1 ,5 7 7 ,7 2 4 455 ,000 1 ,1 2 2 ,7 2 4

P hiladelphia 528 ,870 705,156 38 ,0 0 0 667,156

Cleveland 570 ,000 76 0 ,00 0 3 7 2 ,00 0 3 8 8 ,00 0

H-ichraond 53 3 ,00 0 710,667 105,000 605,667

A tlan ta 936 ,426 1 ,2 4 8 ,5 6 4 340,327 908 ,237

Chicago 93 8 ,09 9 1 ,2 5 0 ,8 0 0 660,197 590,603

S t. Louis 592 ,684 790,248 233 ,591 556,657

Minneapolis 275,612 367 ,488 9 5 ,9 4 6 271,542

Kansas C ity 583,715 778 ,28 4 166,024 612 ,260

D allas 531,019 70 8 ,02 4 41,296 666,728

San Francisco 1 .1 6 0 .0 0 0 1 .5 4 6 .6 6 7 6 6 2 T000 884,667

T otals $ 8 ,3 6 6 ,0 6 6 $ 1 1 ,1 5 4 ,7 5 4 $ 3 ,3 0 6 ,4 2 8 $ 7 ,848 ,32 6
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Exhibit "D"

STATEMENT SHOWING EARNING ASSET HOLDINGS OF ALL FEDERAL RFSERVE BANKS NOVHffBER 3, 3-926 COMPARED WITH PREVIOUS WEEK AND NOVEMBER 4, 1925; ALSO WEEKLY
_______AVERAGE OF EARNING ASSETS FROM DECEMBER 31, 1925 TO NOVEMBER 3, 1926 AS COMP ARID WITH CORRESPONDING PERIOD 1925 AND a m  HE YEAR 1925___________

lOCO Omitted^ _

B i l ls  Discounted
ft N

Net Change

Oct, 2? 
Nov, 3

Boston New York Philadelphia Cleveland Richmond Atlanta Chicago St. Louie Minneapolis Kansas City Dallas San Fran. Total

$32,405 $132,347 $40,$16 $74,122 $41,866
23,975 172,4C3 38,705 69,260 35,364

8,430- 40,056+ 2,211- 4,862- 6,502-

$53,350 $106,081 $42,171 $12,099 $13,962
50,461 130,644 44,538 10,500 16,553

2,889- 24,563+ 2,367+ 1 ,599- 2,591+

$20,070
19,594

$62,534 $ 
63,901

476- 1,367+

631,923
675,898

43,975+

B il ls  Purchased

Net Change

Oct, 27 
Nov. 3

Government S ecurities Oct. 27 
" " Nov. 3

Net Change

Total Earning Assets
M « N

Net Chsoage

*• Oct. 27 
-  Nov. 3

34,296
31,254

9,609
9,958

349+

76,310
65,187

48,231
71,290

3,042- 23,059+

54.084
54.084

- 0-

234,662
297,777

11,123- 63,115+

Comparison o f Weekly Averages o f Earning Assets

Dee. 31, 1925 to  November 3, 1926 
Same period 1925 
Entire year 1925

Net change from same period 1925 

Net change from entire year 1925

Cosiparison of Actual Earning Assets

November 3, 1926 
Noveatber 4, 1925

Net Change

80,361
85,869
93,459

5,508-

13,098-

65,187
117,461

272,206
283,626
287,133

11,420-

14,927-

29 7 , 77 7 
286,104

52,274- 11,673+

26,015
26,194

28,148
3 0 ,0 2 4

13,701
14,349

34,829 
33,858

44,488
44,912

5,716
7,382

1 3 ,4 4 9
13,387

17,648
17,710

14,151
14,313

26,869 
27,425

307,541
332,098

179+ 1,876+ 648+ 971- 424 + 1,666+ 62- 62+ 162+ 556+ 24,557+

19,928 34,690 7,06C 1,866 47,802 19,610 17,486 27,999 21,172 38,868 300,174
19,928 35,542 7,059 1,887 48,136 19,610 17,486 28,349 21,439 38,868 302,346

-0 - 852+ 1- 21+ 334+ -0 - -0 - 350+ 267+ -0 - 2,172+

88,859 136,960 62,627 90,045 198,371 67,497 43,534 59,609 55,393 128,271 1,242,138
86,827 134,826 56,772 86,206 223,692 71,530 41,873 62,612 55,346 130,194 1,312,842

2,032- 2,134- 5,855- 3,839- 25,321+ 4,033+ 1,661- 3,003+ 47- 1,923+ 70,704+

89,970 108,230 61,266 76,510 156,281 63,500 38,188 63,774 53,586 115,914 1,179,786
83,379 111,982 54,993 46,670 132,699 53,267 37,143 54,342 45,351 105,878 1,095,199
85,078 113,904 54,734 56,548 138,045 55,936 37,271 57,293 49,02 4 109,866 1,138,291

6,591+ 3,752- 6,273+ 29,840+ 23,582+ 10,233+ 1,045+ 9,432+ 8,235+ 10,036+ 84,587+

4,892+ 5,674- 6,532+ 19,962+ 18,236+ 7,564+ 917+ 6,481+ 4,562+ 6,048+ 41,495+

86,827 134,826 56,772 86,206 223,692 71,530 41,873 62,612 55* 346 130,194 1,312,842
88,899 118,012 53,897 91,465 154,907 71,676 34,531 83,048 73,062 142,974 1,316,036

2,072- 16,814+ 2,875+ 5,259- 68,785+ 146- 7,342+
/

20,436- 17,716- 12,780- 3,194-

>  cB‘o

i «
<Z2 05

—
-  *5 

O' ®

SUMMARV OF CHANGES FOR SYSTEM

B ills  discounted for  week $43,975+
B ills  purchased f o r  week 24,557+
Government secu rities  fo r  week 2,172+
Total earning assets fo r  week 70,704+ 
Comparison of Weekly Averages o f  Earning Assets

Dec. 31, 1925 to  Nov. 3, 1926 against same period 1925 84,587+ 
Comparison o f Weekly Averages of Earning Assets

Dec. 31, 1925 to Nov. 3, 1926 against entire year 1925 41,495+ 
Comparison o f Actual Earning Assets Nov. 3, 1926

with Nov. 4, 1925 3,194-
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Repor* of ttu  Chairman to  the Open Hardest Ini*. *«rtment Committee

September 1 0 , 1926*

D iv is io n  c f  I ^ n k

Changes Since Last Meeting
F ile  N o.

Open Market Account:

In accordance with the decision  at the la s t  meeting of the committee

on August 17, the sp ecia l investment account has been reduced from 270 m illio n  

d o lla rs  to  about 210 m illio n  d o lla r s - Of t h is  amount 39 m illio n  represents  

sa le s  to  the Treasury and 21 m illio n  sa le s  to a fo re ig n  correspondent, exactly  

o ffs e t t in g  gold  imports* The net re su lt of these operations w as, th e r e fo r e , to  

~ "  take out of the money market the amount of funds represented by the s e c u r itie s  

sold  to the Treasury, which were paid fo r  by withdrawals from depositary banks 

throughout th e  country.

Federal Reserve C re d it :

The re su lt  o f th ese  sa le s  was to increase the d irect borrowing by 

member banks , and b i l l s  discounted on September 7 amounted to 611 m illio n  com­

pared with 535 m illio n  d o lla rs  on August 18 and 639 m illio n  a year ago* T ota l 

b i l l s  and s e c u r it ie s  of th e System on September 7 were 1,̂ 187 m ill io n , a fig u re  

which has been reached or exceeded several tim es th is  year and which i s  about 

the sa(ne as a year ago , whereas they have as a ru le  th is  year been exceeding 

la s t  y e a r 's  fig u re s  by about 100 m illio n  d o lla r s . The follow in g ta b le  shows the 

b i l l s  and s e c u r itie s  of the System on August 18, September 7 t h is  year, and 

September 9  a year ago#

BILLS AND SECURITIES -  FEDERAL RESERVE SYSTEM 
(m illio n s  of d o lla rs)

Sept# 9. 1925 Aug# 18. 1926 Sept* 7,1926

B i l l s  Discounted 
B i l l s  Purchased 
0# S* S ec u ritie s  
Other S ec u ritie s

639 
214 
32V 

____|C)

1 ,1 9 0

535
254
360

611
261
311

3

T otal B i l l s  & S e c u ritie s 1,152 1,187Digitized for FRASER 
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o
I t  w i l l  be seen from th ese fig u re s  th a t the re su lt  of the open market 

sa le s  has been to  s h i f t  to  the member banks the r e s p o n s ib ility  fo r  a somewhat 

la rg er  proportion of the t o t a l  amount o f Federal Reserve cred it now ou tstan d ii^t  

which should presumably have the e f fe c t  of subjecting future extensions of 

member bank cred it to  a c lo se r  scrutiny and making present discount rates more 

e ffe c t iv e *

Money R a tes:

The combined re su lt  o f these recent open market s a le s , the continued 

in flu en ce  of the increase of ra te  of the New York bank, and increasing f a l l  de­

mands fo r  c r e d it , are shown in  a considerable increase in  money r a te s , as in d i­

cated in  the fo llow in g ta b le*

MONEY RATES AT NEW YORK

S ep t. 9 .  1925 Aug. 1 7 , 1926 Sept. 8 ,. 1926

Commercial Paper 4 1 /4  4 1 /4  -• 4 1 /2  4 1 /2
B i l l s  (90 day) 3 1 /2  3 5 /8  3 7 /8
March C e rts - & Notes 3*26 3 .4 2  3«40
F. R. B . of N. Y* rate  3 1 /2  4 4

We are thus entering the F a ll w ith a rate  structure su b sta n tia lly  

higher than a year a go . Five of the Reserve Banks are a lso  operating with a 

higher discount rate  than was the case a year ago*

Member Bank C re d it :

T otal loans and investments of reporting member banks on September 1 

were higher than a t any time since June 30 but maintained about the same increase  

over the previous yea r , as has been the case fo r  some months p a s t , an increase  

which i s  not out of lin e  with the usual year to year increase in  the volume of 

cred it to keep pace with the growth in  population and trade* In th e past month 

there has been an increase in  commercial loans and in  loans secured by stocks ana 

bonds, p a rtly  o f fs e t  by a decrease in  investments* T otal loans on stocks and 

bonds are s lig h t ly  la rg er than a t any time th is  year w ith the exception of 

January 6 and June 30-
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Business and F inancial S itu a tio n ;

Business continues to  be maintained at a high le v e l ,  with few evidences 

of weakness* There has recen tly  been some decrease in  the amount of contracts  

and perm its arranged fo r  new building co n stru ctio n . This reduction w il l  probably  

in flu ence next year’ s con stru ction  rather than constru ction  fo r  the balance of 

th is  y ea r , which prom ises to  be maintained at a high le v e l*  In the main business 

continues to be conducted in  conservative fash ion  and there i s  l i t t l e  evidence of 

overproduction or of sp ecu lative  tendencies outside of the secu rity  markets#

The business public appears to be c r itic a lly -m in d e d  to observe any unwholesome 

tendencies in  the business s itu a tio n , as may be indicated  by the recent unw illing­

ness of the public to  purchase bonds from the G. L* M ille r  Company and th e ir  con­

sequent fa i lu r e . Further evidence may be found in  the c r i t ic a l  a ttitu d e  toward 

the extension of terms fo r  in stallm ent s e l l in g , in  the continuance of hand to  

mouth buying, and in  the s t a b i l i t y  of p rice s  of other than a g ric u ltu ra l commodi­

t i e s .  I t  i s  d i f f ic u lt  to discover any grounds fo r  serious business disturbance 

in  the immediate fu tu re . Even in  the stock m arket, where sp ecu lative operations  

are most in  evidence, the tendency i s  c le a r ly  toward a ca re fu l se le c tio n  of 

stocks on the b a sis  of earnings and fundamental values and the trading i s  o f much 

more su b stan tia l character than i t  was a year ago. An ex ce llen t argument can be 

made in  ju s t i f ic a t io n  fo r  much of the recent r is e  in  stock p r ic e s .

OPEN MARKET POLICY

While i t  i s  c lea r that we are now at a high le v e l of business and 

fin a n c ia l a c t iv i t y ,  and that we are in  a s itu a tio n  where the in flu ence of the  

Federal Reserve System should be toward caution and conservatism , there does not 

appear to b© any emergency situa.ii.on. The present volume of d iscounts, and the  

present ra te  structure now c o n stitu te  a considerable re stra in t on furth er exten­

sions o f member bank c r e d it . As the usual F a ll needs fo r  a d d ition al cred it make 

themselves f e l t  there w i l l  be a steady increase in  the burden of indebtedness 

upon member banks, and money ra tes  are l ik e ly  to continue higher than a year ago*
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A furth er sa le  of s e c u r itie s  at t h is  tim e would in  a l l  p ro b a b ility  be 

follow ed by an increase in  money ra tes  which would make i t  d i f f ic u lt  to avoid  

rate increases at a number of the Federal Reserve Banks* Before such a ctio n  were 

taken there should be ca re fu l consideration  of i t s  probable e ffe c t  upon financing  

of the crop movement, a g ric u ltu ra l p r ic e s , and the in tern ation al re la tio n sh ip  of 

money ra tes and gold  movements. The sp ecia l investment account i s  now down to  

about 200 m illio n  d o lla rs  and a furth er d issip a tio n  of th is  p o r tfo lio  would leave  

the System with l i t t l e  control over the market in  case of some future emergency*

In the lig h t  of these various considerations i t  would appear to be wise  

to defer further open market a ctio n  fo r  the present u n til  there i s  a chance to ob­

serve the e f fe c t  on the s itu a tio n  of th e causes now operative and to observe fu r ­

ther the tendencies in the volume and q u a lity  of c r e d it  as the F a ll season advances.
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REPORT OF THE SECRETARY TO THE OPEN MARKET INVESTMENT COMMITTEE MEETING 
_________________________ AT WASHINGTON« SEPTEMBER 1 0 . 1926....................................._...—

Following the action  taken by the Committee at i t s  la s t  meeting 

August 1 7 , 1926 to make certa in  reductions in  the System Account through 

the sale of Third L iberty Loan bonds to  the Treasury Department and short­

term se c u ritie s  to fo re ig n  correspondents the follow ing tra n sa c tio n s , in  

addition  to the sa le s  of $ 7 ,3 3 7 ,0 0 0  to fo re ig n  correspondents approved at  

the la s t  m eeting,  have taken p la c e :

Sales of $15 ,000 ,000 1927 Treasury Notes to other Federal reserve banks.

Purchases in  l ie u  thereof of a lik e  amount of Third L iberty Loan
4 1 /4 $  bonds, thereupon s e llin g  to the Treasury Department

$3 9 ,42 5 ,5 00  Third Liberty Loan 4 1 /4 $  bonds*

Sales to fo re ig n  correspondents con sistin g  of

$ 490,000 September 1 5 , 1926 Treasury Notes 
1 2 ,9 7 2 ,5 0 0  December 1 5 , 1926 C e r t if ic a te s  of Indebtedness

These s a le s , which were made without replacem ent, have brought the t o ta l

System Account holdings at the c lo se  of business September 8 ,  1926 to

$209 ,975 ,000 .

A sp ecia l allotm ent of bankers acceptances since the la s t  meeting 

amounting to $ 3 ,6 7 9 ,0 0 0  was made from the p o r tfo lio  of the New York bank to  

the Federal Reserve Bank of A tlan ta  to  replace m atu rities in  th e ir  sp ecia l

A p ril 16 allotment of b i l l s .

The Federal Reserve Bank of S t . Louis which, on account of i t s  re­

serve p o s it io n , discontinued p a rtic ip a tio n  in  System b i l l  purchases fo r  one 

week during the la t t e r  part of August made a furth er request September 4 

that allotm ent be discontinued u n t i l  further n o tic e .

Figures shown on statement attached (E xhibit nB ") r e f le c t  the dis­

tr ib u tio n  to a l l  p a rtic ip a tin g  banks of System purchases of b i l l s  from
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January 4 to September 1 ,  1926 , in c lu s iv e ; the overages and shortages shown 

thereon have since been adjusted in  the usual manner*

Attached are th e follow ing e x h ib its ;

(a ) Statement showing p a rtic ip a tio n  of Federal reserve banks in  
System Special Investment Account and C la s s if ic a tio n  of 
issu e s  held  in  the account by m atu rities*

(B) Statement showing purchases of bankers acceptances from
January 1 to  September 1 ,  1926 and the amount each bank 
has received in  excess or short o f i t s  pro rata share 
under the apportionment plan put into e ffe c t  January 4 t 
1926*

(C) Statonent showing earning asset holdings of a l l  Federal
reserve banks September 1 ,  1926 as compared with pre­
vious week; a lso  weekly average of earnirs a sset hold­
ings from December 3 1 , 1925 to  September 1 ,  1926 as  
compared with corresponding period 1925 and en tire  year 
1925*
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Exhibit "A "

STATEMENT SHOWING PARTICIPATION 3Y FEDERAL RESERVE BANKS IN SYSTEM 
SPECIAL INVESTMENT ACCOUNT AND CLASSIFICATION OF ISSUES HELD 

RTSPTTJMBER 7 . 1926 IN THE ACCOUNT BY MATURITIES

Holdings Holdings bv M a tu rities

3oston $ 9 ,2 0 4 ,0 0 0 September 1 5 , 1926 S 5 9 ,395 ,00 0

New York 55 ,3 9 3 ,0 0 0 December 1 5 , 1926 4 4 ,3 8 0 ,5 0 0

Philadelphia 5 ,1 6 5 ,0 0 0 March 1 5 , 1927 7 6 ,8 7 8 ,2 0 0

Cleveland 1 3 ,8 6 0 ,0 0 0 December 1 5 , 1927 2 9 ,3 2 1 ,3 0 0

Richmond 6 ,1 0 9 ,0 0 0

A tlanta 0

Chicago 2 7 ,5 4 1 ,5 0 0

St* Louis 1 4 ,4 0 9 ,5 0 0

Minneapolis 9 ,3 6 8 ,5 0 0

Kansas C ity 1 8 ,8 9 3 ,0 0 0

Dallas 1 9 ,3 8 8 ,5 0 0

San Francisco 3 0 t643f000

T o ta ls $209 ,9 75 ,000 $209 ,9 75 ,000
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Exhibit "B*

PURCHASES OF BANKERS ACCEPTANCES FROM JANUARY 4 TO SEPTEMBER 1 , 1926 AND AMOUNT 
EACH BANK HAS RECEIVED IN EXCESS OR SHORT OF ITS PRO RATA SHARE 

______________ UNDER APPORTIONMENT PLAN PUT INTO EFFECT JANUARY 4 .  1926__ __________ —

B i l l s
Acquired

(Net)
B i l l s  E n title d  

to Acquire

B i l ls  Over 
Pro Rata 

Share

B i l ls  Short 
Pro Rata 

Share

Boston $ 8 1 ,1 0 7 ,0 0 0 $ 7 4 ,9 2 4 ,0 0 0 $ 6 ,1 8 3 ,0 0 0 0

New York 2 4 9 ,3 5 2 ,0 0 0 25 1 ,8 3 9 ,0 0 0 0 2 ,4 8 7 ,0 0 0

Philadelphia 8 3 ,1 3 6 ,0 0 0 8 5 ,6 2 7 ,0 0 0 0 2 ,4 9 1 ,0 0 0

Cleveland 1 0 6 ,7 1 9 ,0 0 0 1 0 7 ,0 3 1 ,0 0 0 0 312,000

Richmond 5 4 ,9 6 1 ,0 0 0 55 ,2 4 8 ,0 0 0 0 287,000

A tlanta 5 2 ,0 8 3 ,0 0 0 51 ,882 ,00 0 201,000 0

Chicago 1 4 9 ,4 6 7 ,0 0 0 14 9 ,84 6 ,0 00 0 .379 ,000

St* Louis 4 6 ,3 2 0 ,0 0 0 4 6 ,3 2 0 ,0 0 0 0 0

M inneapolis 4 4 ,2 7 9 ,0 0 0 4 4 ,5 4 5 ,0 0 0 0 266,000

Kansas C ity 6 3 ,6 8 9 ,0 0 0 6 4 ,2 2 0 ,0 0 0 0 531,000

Dallas 4 4 ,5 3 4 ,0 0 0 4 4 ,5 4 5 ,0 0 0 0 11 ,000

San Francisco 9 6 .7 1 2 .0 0 0 9 6 .3 3 2 .0 0 0 380.000 0

T otals 1 1 ,0 7 2 ,3 5 9 ,0 0 0 $ 1 ,0 7 2 ,3 5 9 ,0 0 0 $6 ,7 6 4 ,0 0 0 $6 ,7  64 ,000

These fig u re s r e f le c t  purchases a llo t te d  on b a sis  of regular percentages but 

do not include inter-System  sa le s  from p o rtfo lio #
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p^ifwfiTHT SHOtlMO EARNING ASSET HOLDINGS OF Alt FEDERAL RBSIRVE BANKS SlPTfflffip 1. 1926 COMPARED gTH PREV1 (WS IKK AND SEPTaiBER 2, 1925; AL80 WESLI

Boaton New To ric philadelphia Cleveland
(066 Omitted) 

Richmond Atlanta Chicago St. Louis Minneapolis Kanaaa City Dallae San Tran. Total

B ills Discounted 
« «

Aug* 25 
Sept 1

♦39,499
46,064

♦140,059
176,243

♦49,850
45,611

♦38,105
33,467

♦45,347
47,649

♦48,600
50,166

♦73,604
69,993

♦36,424
39,266

♦14,060
16,218

♦12,716
12,341

♦22,610
25,261

♦49*764 ♦
64,969

570,638
626,348

Net Change 6,565* 36,184+ 4,239- 4,638- 2,302+ 1,566+ 3,611- 2,842+ 2,158* 375- 2,651* 14,305* 55*710*

Bills Purchased -
m w

Aug. 25
Sept 1

17,444
22,839

43,349
33,191

18,879
19,028

26,484
27,398

12, 707 
12,557

26,545
29 , 88 4

35,191
36,529

8,417
8,569

11,789
11,778

14,513
14,355

12,246
11,356

26,552
25,997

254,616
253,481

Net Change 5,395* 10,658- 149+ 914+ 150- 3,339+ 1,338+ 152+ 11- 158- 89CP- 555- 1,135-

Government Securities
M «

- Aug. 25 
Sept 1

10,638
10,486

60,266
60,713

20,454
20,369

35,214
34,986

7,842
7,741

1,995
1,883

50,175
50,730

21,216
20,979

17,527
17,377

30,729
30,167

22,877
21,752

42,284
41,781

321,217
318,964

Net Change 152- 447+ 85- 228- 101- 112- 555* 237- ISO- 562- 1,125- 503- 2,253-

Total Sarning Assets
m m m

-  Aug. 25 
Sept 1

67,581 
79 , 389

244,174
270,147

91,183
87,008

99,803
95,851

65,896
67,947

77,840
82,633

158,970
157,252

66,057
68,814

44,376
46,373

57,958
56,863

57,733
58,369

118,600 
131,847

1,150,171
1,202,493

Net Change 11,308+ 25,973+ 4,175- 3,952- 2,051+ 4,793+ 1,718- 2,757+ 1,997+ 1,095- 636+ 13,247+ 52,322+

Weekly Average of Earning Assets
81,272
83,167

269,056
279,904

89,559
81,307

An cfl 73 422 150,617
130,218

62,746 
50,,290

36,569
35,377

65,285 
50 , 299

53,248 112,889
101,198

1,159,967
1,059,232Dec. 31, 1925 to Sept. 1, 192b 

Corresponding period 1925
XO 4|740
109,969 53,830 41,424 42,249

Net Change 1,895- 10,348- 8,252+ 5,223- 6,728+ 31,998+ 20,401+ 12,456+ 1,192+ 14,986+ 10,999* 11,691* 100,735+

Dec* 31, 1925 to Sept. 
Entire year 1925

1, 1926 81,272
93,459

269,056 
287,133

89,559
85,078

104,746 
113 ,904

60,558
54,734

73,422
56,548

150,617
138,045

62,746
55,936

36,569
37,271

65,285
57,293

53,248
49,024

112,889
109*366

1,159,967
1,138,291

Nat Change 12,187- 18,077- 4,481+ 9,158- 5,324+ 16,874+ 12, 572+ 6,310+ 702- 7,992+ 4,224+ 3,023+ 21,676+

Coaoarison of Earning Assets 
September 1, 1926 
September 2, 1925

79,389 
67,961

270,147 
279,403

87,308
86,794

95*851
104,672

67 ,947 
65,678

82,633
63,482

157,252
117,394

68,814
68,737

46,373
43,808

56,863
59,593

58,369
48,692

131,847
119,375

1,202,493
1,126,089

Net Change 11,428+ 9,256- 214+ 8,821- 2,269+ 19,151* 39,858+ 77+ 2,565* 2,730- 9,677-+ 11,972+ 76,404+

SUMMARY FOR SYSTEM 
B ills discounted for week 
B ills purchased for weak 
Government securities for week 
Total earning assets for week
Weekly are rage of earning assete Dec, 31/25 to sept.1/26

fM k lr S R w S  .C?"rrg°iS |i S I.S eriD «i?!525  t .  S .pt.1/26
CompariJftj o/*earnifng Zs»at»^s*pt.1,1926 with Sept. 2,1925

\ 55,710* 
1.135- 
2,253- 

52,322*

100,735***

w
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FEDERAL RESERVE BOARD _  -  ^ „ U3  -5. 3 7
WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD J a n u a r y  2 9 ,  1 9 2 5 -

/st. UU13.
SUBJECT: Method of Accounting, Special Investment 

Account, Federal Reserve System,

Dear Sir:
In order to comply with the new method of accounting in 

connection with the purchase and sale of United States securities 
“by the Open Market Investment Committee, of which you have "been 
advised fay the Secretary of the Committee, Federal reserve "banks 

' should hereafter report only the total holdings of such securities 
on th® face side of balance sheet form 3^> instead of combining 
these investments with Liberty bonds, Treasury notes, and cer­
tificates of indebtedness, respectively, held in the regular in­
vestment account. On Wednesday, Etebruary and on every Wednesday 
thereafter, the committee will telegraph you the classification of 
your participation in the special investment account so that the . 
data may be used in the preparation of your weekly press statement, 
but it will not be necessary for you to telegraph this classification 
to the Board, It should, however, be shown on the reverse side of 
balance sheet form 3^ against the captions provided therefor.

On the face side of f o m  3U your total participation in 
the special investment account should be reported against caption 
’’Participation - special investment accountn code word BAIT, im­
mediately following ’’Treasury certificates of indebtedness.” Code 
word LADD now shown in the maturity distribution of certificates of 
indebtedness on the reverse sid© of form 3^ should be omitted from 
the form telegrams hereafter, as the maturity distribution be­
ginning Wednesday, February U, will cover only certificates of 
indebtedness held in your regular investment account.

Very truly yours,

E. L. Sinead, Chief, 
Division of Bank Operations.

LETTER TO GOVERNOR AT EACH FEDERAL RESERVE BANK.
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3 3 B f B y

January 6 , 1925,

Dear Mr* Hounds?

Leferriag to your letter of January 7 ©questing ocrtala data 
regarding earal*ss» dividend p^ffi@xitiran& ahairge otts in 1324 ibr the use 
of the Special Investment Oomulttee, I ait pleased to fttrnish herewith the 
Informs*ion r «y.u est od *

Federal Besgnrs 
Bank

Qarrmt mt 
earning

Charge offs and 
other extra**rdi~ 
nary ahar&M-ssffe

dividends paid

Boston #585,51$ * *115,093 #477,799
lew York 2,218,530 1,601,677 1,796,090
Philadelphia 762,010 14,918 615,135
Cleveland 1*106*689 1,578,992 756,152
Kiohmond 672,406 292,615 351,251
At 1 art. a 660,109 367,453 272,656
Ohio ago 1,244,036 334,913 909,123
St, Louis 246,794 42,658 904,976
Minneapolis 543,903* 214,801 202,326
Kansas City 996,824 „ 650,006 265,697
Dallas 826,902 561,278 249,789
San aranoisco 634,547 364,090 480,562

Total 9,896,814 6,178,634 6,682,498

Very t r u ly  you re,

r(Sgned ) B . L . S n i ^

K. I*. Saead, Chief, . 
Division o f Bank Operations

Mr* L. K* Bounds, 
Controller of Accounts, 
Feder al iieserve Bank, 
Hew fork* B. X.
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F e d e r a l  R e s e r v e  B a n k

o f  N e w  Yor k

January 7 , HI 85

Mr. E. L. Snead, Chief
D ivision  o f  Bank Operations 

Federal Reserve Board 
Washington, D. C.

Dear Mr, Snead:

To a s s is t  us in  ca lcu la tin g  the proportions fo r  th® use
o f  the Special Investment Committee, I am w ritin g to  aek i f  you could  
give  me fo r  our co n fid en tia l use in  t h is  respect the fo llo w in g  in fo r ­
mation f o r  each o f  the reserve banks f o r  the past year.

a. Het earnings from operation
b. Amount o f  dividends paid
c. Amount o f  ch argeoffs and other extraordinary charges

again st income.

I think the above inform ation w ill enable us to  ca lc u la te
these percentages on the same b a sis  as has heretofore been done. What 
I  have in  mind fo r  item'Sa," i s  the net fig u r e  a fte r  payment o f  operat­
ing expenses and, o f  course, wa” minus "b ” and 11 c” would represent the  
net d eb it carried  to  surplus or the c re d it  balance remaining fo r  pay­
ment o f  fra n ch ise  taxes and fo r  surplus.

With thanks fo r  your kind a tte n tio n , I  am

Very tr u ly  yours,

L. R. Rounds 
C on troller o f Accounts

LAL
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Mr. Bddy 
Mr ♦ Smead

Jaly 1*84.

V  . 3  W

At a meeting o f  the Open Market Investment Coronittee h eld  at the 
Federal Reserve Bank o f  Boston o n 'J u ly  1 8 , 1924 , Dr. M ille r  presented a 
memorandum prepared fey th is  o f f i c e  oomparlng our estim ate o f  earning a sse ts  
required to  cover 1924 expenses and dividends w ith a s im ila r  estim ate pre­
pared “by the Committee, which was based on fig u re s reported by the various  
banks. The two statem ents were in  su b sta n tia l agreement except that our 
statement was based on operating expenses and dividends o n ly , whereas the 
Committee’ s statement inoluded a lso  estim ated allowances fo r  reserves and 
extraordinary c h a rg e -o ffs  aggregating about $ 7 ,0 0 0 ,0 0 0 .

I t  was the understanding o f the Committee that before th» r a tio s  to u 
used in  a l l o t !ng s e c u r itie s  purchased during July were prepared, the 
secretary  o f  the Committee would confer w ith th is  o f f i c e .  Before d iscu ss­
ing the question w ith  the secreta ry  o f the Open Market Investment Coianittee, 
however, I should lik e  to know what the a ttitu d e  of the Board i s  w ith r e -  
ference to these c h a r g e -o ffs , that i s ,  whether current e x p e n s e s ,  dividends, 
and the normal annual depreciation  charge on bank premises should be 
sidered as the earning requirements o f  the banks fo r  the ° *  m
open market purchases o f U . S . s e c u r it ie s , or whether in  addition  to the 
above items allowance should be mage fo r  probable lo s s e s  on paper now hela  
under discount fo r  member banks considered to be in  an unsafe con d ition , 
fo r  extraordinary ch a rg e -o ffs  to bring the book value o f  bank premises down 
to approximate replacement c o s t s , and fo r  fu rn itu re and equipment purchased
during the y ea r .

3ven though Federal reserve banks should a t times purchase s e c u r itie s  
in  the open srarket fo r  the purpose of making expenses, i t  would not seem 
t ^ t  open market investment p o lic y  should be influenced by «my d esire  on 
the part o f  the banks to make s u ff ic ie n t  earnings during any given year to  
cover extraordinary c h a rg e -o ffs  on bank premises to bring book values down 
to approximate replacement c o s t s ; fo r  the purpose o f making s u f f ic ie n t  
earnings to cover p o ssib le  future lo s s e s  on paper h eld  under discount fo r

considered to be in  an unsafe co n d itio n ; or to enable them to charge- 
o f f  the f u l l  value o f  fu rn itu re and equipment purchased during the year*
I t  i s  th erefore  f e l t  that in  determining the r a tio s  to be used in  a lio t in g  
s e c u r it ie s  purchased by the Open market Investment Committee, which a l l o t ­
ments are now based on earning requirem ents, allowance should be made only  
fo r  current operating expenses, d ividends, and normal annual depreciation  
charges, o r  fo r  current operating expenses and dividends only in  case i t  i s  
evident that earnings w i l l  not be s u ff ic ie n t  to a lso  cover normal dep 
e la tio n  charges on bank prem ises•

Division of Bank Operations 
<2-

#<• Ho._jt L ......... c t s h
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F e d e r a l  R e s e r v e  B a n k  

o f  N e w  Y o r k

May 13, 1924

Mr* IS* L* Smead,Chief, Division of Bank Operations,
Federal Reserve Board,

Washington, D. C*

Dear Vr. Smead:
Referring to our recent telephone conversation, I have

written to all the Federal reserve banks as per the attached
letter stating that we would advise them definitely of any allot-
xaents of Government securities in the Special Investment Aceeunt
made from portfolio of Federal reserve banks, as distinguished
from allotments of purchases made in the market.

Secretary, Open Market 
Investment Committee

Enclosure
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Open Market Investment Committee 
fo r  the Federal Reserve System

CONFIDENTIAL May 13, 1924

My dear Governor ....................:

In closed  i s  a report o f  tran saction s in  Government secur­

i t i e s  and bankers acceptances as reported to the Open Market In vest­

ment Committee fo r  the Federal Reserve System for the period from 

May 1 to  May 7 , 1924 in c lu siv e , together with data received by the  

Committee from the Federal reserve banks*

In order to  a s s is t  in making periodic reports to  the Board 

several banks have asked to  be advised whenever allotm ents o f Govern­

ment s e c u r it ie s  in the Special Investment Account are made o f pur­

chases from p o r t fo lio  o f Federal reserve banks. We s h a ll ,  th erefo re , 

arrange in  the future to send you a separate telegram  in  cases where 

purchases are made from reserve bank holdings, i t  being understood 

that our regular coded wire (NOTABLY) w i ll  cover only purchases made 

in  the market.

Very tru ly  yours,

Enclosure

W« 8 . Matteson 
Secretary o f the Coim ittee
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Mr* Snead
Mr. Matteson writes to every particpating F. R. bank every week 

in regard to the activities of the Open Market Investment Committee. In 
his next weekly letter he will advise each baric that hereafter, * e n  Gov­
ernment securities are allotted from the portfolio of some reserve bank,, 
the telegraphic advice will state that feet. Where nothing is stated, 
which will be most of the time, it will be taken for granted that the 
purchase was made in the open market. A copy of his next letter will be 
nailed to you.

5-9-24

lorbett

x >
j
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F E D E B A l i  B U 1 B 7 E  B A S K  

O F  M E W  1 0  R K.

Hanuary 3, 1924.

Mr. E . L . Smead, C h ie f,
D iv is io n  o f Bank Operations 

Federal Beserve Board 
Washington, 3), C.

Pear Mr. Smead;

In accor&ance with our conversation o f  la s t  n ig h t, I  am 
en closin g  herewith a copy o f  a le t t e r  sent to each Governor o u tlin in g  
the method of' operation in connection with the handling of the sp ecia l 
investm ents. A fte r  th is  l e t t e r  went out i t  was decided to separate the 
two c la s s e s  o f  investm ents, namely C e r tif ic a te s  o f Indebtedness and 
Treasury H otes, and to carry them in  two accounts as fo llo w s:

S p ecial Investment U. S . C e r t if ic a te s  o f Indebtedness 
S p ecia l Investment U. S . Treasury Hotes

This w i l l  obviate the n ecessity  o f  the procedure o u tlin ed  in  paragraph #4  
in  connection with the tran sm ittin g  o f these fig u res  to  the other banks 
fo r  press statement purposes. In  other resp ects i t  is  my understanding 
that the plan i s  being follow ed as o u tlin ed .

As you know, the actual d is tr ib u tio n  o f the amounts already  
purchased was made yesterday, the percentage o f  p a rtic ip a tio n  of each 
bank: being as fo llo w s :

Boston ....................8 .4
Hew York ...............2 7 .
P hiladelphia . . .  8 .1  
C leveland . . * . , *  9 .7  
Richmond . . . . . . .  4 ,1
A t l a n t a ................. 4 .8
Chicago .......... . . . 1 6 . 3  
S t . Louis . . . . . .  3 .5
M inneapolis . . . .  2*7
Kansas C ity  . . . .  3 .4
D allas . . . . . . . . .  2 .9
San Francisco . . 9 .1  

100.

I  talked with Mr. Higgins and i t  is  my understanding that 
he w ill  see th at there is reported on form 34 fo r th is  bank the m aturity  
data fo r  the to ta l investment fo r  the system , inasmuch as t iiis  inform ation  
w ill  not be a v a ila b le  to the other reserve banks.

Very tr u ly  yours,
(Signed) 1 .  £ .  Hounds,

A cting General Aaditor
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OOHgUMTTIAL December 2 4 , 1923 .

My dear Governor ......................

In accordance w ith my le t t e r  o f December 12} 1923 , we have considered the

procedure to be follow ed in  the handling o f short-term  investments in Government 

s e c u r itie s  acquired fo r  the System at the d iscre tio n  of the Open Mar toe t  Investment 

Committee, and have formulated a plan which w i l l  be simple and easy of operation  

and at the sane tine w i l l  provide fo r  an eq u itable  d istr ib u tio n  o f the investments 

and of the subsequent p r o f it s  or lo s s e s , i f  any, re s u lt in g  from these tra n sa ctio n s .

She proposed plan, which has the approval o f  the Committee, i s  as follow s

1 . As s e c u r it ie s  are purchased the Hew York Bank i s  to charge 
the c o s t  o f a l l  purchases made to a sp a c ia l account to be carried  on 
i t s  books under the t i t l e  "S p ecia l Investment U. S . S e c u r it ie s .”

2 .  The par amount of a l l  purchases made wiftl be prorated to each 
reserve bank on the percentage b a s is  already set fo r t£  in my le t t e r
o f Deaember 12 , 1923, the Hew York bank cred itin g  the t o t a l  amount a l ­
lo t te d  to the other eleven banks to an account on i t s  books e n tit le d  
"P a rtic ip a tio n  of Other Federal Reserve Banks in  S p ecial Investment 
U. S . S e c u r i t ie s ,"  at the same time advising each other reserve bank 
o f the amount o f i t s  p a r tic ip a tio n .

3 . Upon re c e ip t  o f these telegram s each other reserve bank w ill  
cre d it  Hew York throu^i the gold settlem ent fund, d eb itin g  an account 
on i t s  books e n tit le d  "P a r tic ip a tio n  in  S p ecia l Investment U. S . Secur­
i t i e s , "  the to ta l of the p a rtic ip a tio n  by each bank to be ca rr ied  on 
i t s  balance sheet form 34 against th is  cap tion .

4 .  The fig u re s  reported on the weekly press statement w i l l ,  of 
course, be a g a in st the usual captions r,U. S . C e r tif ic a te s  of Indebted­
n e ss " or nU. S . Bonds and K a te s ,” as thecase may b e , and each bank 
w ill  be advised each Wednesday nigjht by the Hew York Bank as to the 
D iv isio n  of i t s  quota between these two accounts .

5* The Hew York Bank w i l l  handle a l l  accruals o f earnings by 
f i r s t  accruing the earnings on the en tire  fund to a sp ec ia l account 
to be s ty le d  "I n te r e s t  Earned on S p ecial Investment U . S .  S e c u r i t ie s ,"  
a fte r  which i t  m i l  each day d is tr ib u te  the accrual to each bank in  
the same proportion as the investm ent, c re d itin g  each bank d a ily  w ith  
ftte proportion through the gold  settlem en t fund, and d eb itin g  an ac­
count to be e n t it le d  "P a r t ic ip a t io n  o f Other Federal Reserve Barks in

In te re st on Special Investment U. S . S e c u ritie s  "
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6. Each other reserve bank will oreait its share of the earnings 
to its regular account "Interest Jbiarned on U. 3. Securities'* or if it 
prefers, to an account "Interest Earned on Special Investment U. S. 
Securities."

7. As sales are made the operation will, of course, be reversed,
New York crediting each bank with its proportion throughihe gold 
settlement fund, and each other reserve bank crediting its account 
"Special Investment U. 3. Securities" upon receipt of the advice of sale.

8. In case of profits or losses resulting from sales, the distribu­
tion will be made in the sane way, each bank being furnishea vath full 
information.
Under this plan the New York Bank will carry on its oookjis tue premium 

and discount accounts, if any, ana also the "Accrued Interest Hot Collected." line 

other eleven ban Vs will have only the earning asset account representing the par 

amount of their participation in the total purchases and the earnings c.ctuaxly 

accrued, i'his will materially simplify the handling ot these transactions so 

as the accrual of earnings ana the advising daily of entries over the wire is 

concerned.
In the event of changes in the ratios of distribution to the several 

reserve banks, the total account will be adjusted to the new percentages with 

appropriate wire advice to each bank concerning entries to be maae or, when the 

adjustments are small, it will prodably be aosorbed in the first transaction

thereafter, whether purchase or sale.
As and when other reserve banks are directed to make purchases for tnis 

account, such bank will receive payment in full from the l;ew York b a rut, following 

which, the ^ew York Bank v/ill make distribution in the same manner as though purchase 

had been ma.de by it in the first instance. The securities purchased for this 

account will be retained by the New York Bank and will be lodged by it in a 

"Special Account" to be held Ifor the System separate and apart frora all other

securities held by it.
She Gommittee has already invested ^3*500,000 in March 1924 certificates

for this account and as soon as all of the banks have been heard from
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th is  purchase w ith  any others made in th e  meantime w il l  "be prorated in  accordance

wittythe fo re g o in g .

W ill  you p lease  le t  me know promptly i f  there i s  anything about th is

procedure that is  not c le a r  to your, or with which you are not e n tire ly  in accord.

Very tru ly  yours,

B en j. Strong
G haim an, Open Market Investment Committee 
fo r  the Federal Reserve System.

K ote; For your in f onnation, we have received  advises from the governors o f  a l l  
Federal reserve bari&s sta tin g  that the plan outlin ed  in my previous le t t e r  has 
been pressnted to th e ir  resp ective  boards and that i t  has th e ir  approval*
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