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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»6ﬁétating

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.

N i
Your ery, ¥ruly,

/

JSS8:MDC hn S. Sinclair
: Deputy Governor
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September 6, 1934

Hr. G, ¥, Norris, Governor,
Federal Reserve Bank of Philadelphia,
Philadelphla, Penngylvania
Dear Governor Norriss

As the Pederal Reserve Bank of New York furnishes
the Board with monthly statements showing the particips-
ﬁm by each Federal Reserve bank in the total purchn.aau-
of United States Government securities for the System
Special Investment Account, and of all bills purchased
through foreign banks, your bank may discontlnue furnishing
us with schedules covering ita slloiments in such purchases.

Vexy truly yours,

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

ILE COPY

Federal Reserve Bank of St. Louis ,jb
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April 10, 1934,

The Honorable

The Comptroller General of the United States.
Sir:

Reference is made to your letter of September 6, 1933 (A-50561),
relating to the submission to your office for direct settlement of a vou-
cher covering various expenses incurred in connection with the emsrgency
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, for payment from the appropriation "Expenses, National Bauking
Bunergency, 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 appropriétion and the reasons therefor, and that
there be furnished your office a copy of any régulations which have been is~
sued concerning expenditures from this furd; to a letter of the Under Sec-
retary of the Treasury dated Octover 2, 1933, 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 addresszd to the Comptroller
of the Currency under your files Misc, O1Y4506(3), 015096(1), 0232879(2),
0365373(1)(3), 0421355, O425813,and 0428207, returning certain vouchers
submitted by Federal Reserve Barks and others for further administrative
renorts 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 with a view to determining what expenses
had been authorized by the officials of the Treasury Department in con-
nection with the duties devolving upon the Secretary of the Treasury
under the Act of March 9, 1933 (47 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 would be reimbursed due to the charges for transportation of ship-
ménts of gold coin, gold certificates, etc, to member banks or Federal
Reserve Banks in accordance with Sections 2, 3 and 5 of Executive Order
Yo, 6102 of ppril 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, bvoth
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 follows:
"he 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 4, 1933, pursuant to the suthority conferred
by subdivision (b) of section 5 of the Act of October 6, 1917, 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 expenditure, under the di-

rection of the President and in his discretion, for any

purpose in connection with the carrying out of this Act.™

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 banking holiday, It is apparent that it is the
intention of the Sections of the Act of March 9, 1933, quoted above,
to make the apnropriation available for payment of expenses incurred
after the issuance of Proclamation No, 2039 by the President on March
6, 1933, and the telegram of April 22, 1933, 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 sll items which represent
reimbursement for out of pocket expenses incurred in connection with
the actual licensing of member banks and making available to member
banks proclamations, orders, regulations and interpretations thereof,

. after the issuance of the Proclamation of March 6, 1933, which bears

the Zour of signature as 1 A.M., -

Under date of March ¥, 1933, the Secretary of the Treasyry, with
the approval of the President, issued Instructions ¢ (photoai*tic copy

enclosed), which provided that member banks of the Federal Reserve
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F’ system should turn in to the Federal Resorve Banits all gold and gold
certificates owned by them before they conld avail themsezlves of the
currency and coin, rediscount, and other facilities of the Federal Re-
serve banks, which facilities the Pederal Reserve Banks were suthorized
to extend to member binks in order to cnable such banks to perform the
functions permitted under the regulations issued by the Sccretary 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,
1933, supra, including the cost of insurance, protection, and such other
incidental costs as may be reasonably necessary.

In accordance wit the law and regulations cited above, therefore, 7L
supplemantal vouchers will be submitted to your office for consideration
and direct settlement of the cost of transporsation, ete,, 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, alloting the sum of $1,000,000 of the
appropriation mentioned zbove to the Treasury Department, this amount, or
so much thereof as may be necessary, to be expended for any purpose ih
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 cooy of an order signed by the President on December
28, 1933, allotting to the Treasury Department the unexpended balance under

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

Your cooperation in cffecting settlement of these claims will be
aporeciated,

By direction of the Secretary:

Respectfully,

(Signed) Wa, H. McReynolds

T, E, McReynolds,
Adminigtrative Assistant
to the Secretary,

Encls,
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FEDERAL RESERVE BANK ~*

CONFIDENTIAL oF NEWYORK January 11, 1934,

Dear Governor Black:

The only changes in the holdings of Uniied States Government securities in
the System Account during the week ended January 10 were an exchange in the market
of $5,000,000 Treasury bills due iMarch 28, 1934, for Treasury bills maturing April 4,
1934, 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 {?l,310,000 - 3/4% certificates of indebtedness
due December 15, 1934, to be held pending permanent replacement.

There were no transactions in government securities iﬁ the Investment Ac—
count of this Bank.

Throughout the current week prices of United States Governmenﬁ securities
were weak following the budget message. On Thursday, the day of the message, prices
dropped from 1/4 to 1/2 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 1/2 to 2 1/2 points. The
two recent issues of Treasury bonds, the 3 1/4s of 1941 and the 4 1/4-3 1/4s 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 apnual 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 1.34% at th; close of this week, and the average closing sale price of the Liberty
Loan bonds wag 101,04 and Treasury bonds 98.83 as compared with 101.47 and 100,33

espectively at the close of the previous period. The present position of the market
igitized for FRA&EF?
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FEDERAL RESERVE BANK 7 - :
CONFIDENTIAL oF NEWYORK January 11, 1934,

Dear Governor Blacks

The only changes in the holdings of Uniﬁed States Government securities in
the System Account during the week ended January 10 were an exchange in the market
of $5,000,000 Treasury bills due iarch 28, 1934, for Treasury bills maturing April 4,
1934, 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 $21,310,000 - 3/4% certificates of indebtedness
due December 15, 1934, 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 1/2 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 1/2 to 2 1/2 points. The
two recent issues of Treasury bonds, the 3 1/4s of 1941 and the 4 1/4-3 1/4s 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 1.34% at th; close of this week, and the average cloging sale price of the Liberty
Loan bonds was 101,04 and Treasury bonds 98.83 as compared witn 101.47 and 100.33

respectively at the close of the previous period. The present position of the market
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FEDERAL RESERVE BANK OF NEWYO 2 Honorable EBugene 1 3lack 1/11/34.
P ) and the price range for the year followi
1933 Jan, 10, 1934
High Low
3 issues of Liberty Loan bonds 103.31 100,33 101,04
10 n " Treasury " 103.82 98,20 99,256
13 ¥ combined 103.68 98,78 99.62

The amount of net depreciation on United States Government securities
held in the System Account on January 10 was $£8,808,964.49. The distribution of

this amount is shom in the following table:

United States Certificates of Indebtedness $ 82,908.44
n n Treasury notes 11,440,063.41

n n Liberty Loan 2,801,656.98 (a)
n n Treasury Bills 87,649.62
Net depreciation $ 8,508,964,.49

(a) appreciation
While 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 dealers'
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 selactive as to names.

Failure of the market to absorb longer maturities readily and the prospect
of largely increased issues of shorﬁ 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 declingd $7,000,000, operations of this bank resulting in
a net decrease of §1,450,000 in outright holdings and $$,550,000 in sales contracts.

Very truly yours,

oAt gy

W. Randolph Burgess
Deputy Governor

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

WRB/H
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January 10, 1934

In mccordance with your request, we have calculated the depreciation

on Government securities held by the Federal Reserve banks from Jamuary 3

to Jamuary O and find thet the depreciation in market vsalue of Govermment

sscurities held in specisal investment acocount, based on closing bid

prices of Jamary 3 and 9, was approximately $5,130,000 and the de-

preciation in Government securities held in own portfolio by the var-

jous Federal Reserve banks $130,000.

V¥/fce
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December 28, 1933.

Mr. E. L. Smead,

Chief, Division of Bank Operatioms,

Federal Reserve Board,
Washington, D. C.

Dear Mr. Smead:

Enclosed you wlill 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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APPRuCIATION OR DEPRUCIATION OF U,S, SECURITIES HELD IN NEW YOHK INVESIMENT ARD SYSTEM SPECIAL INVESINENT ACCOUNTS
AS REPRESENTED BY DIFFERSNCE BETWER! BOCK VALUNS AND MARKKT BID PRICES AS OF CLOSE OF BUSINSSS DECEMBR 27, 1933

INYESTUENT ACCOUNT FSEDERAL RESERVE BANK OF Ni¥ YORK

APPRCIATION
in BLAK
Approximate Market DEPRECIATI GK
1ssue Maturity Par Value Book Values Bid Prices in HiD
U,8, Treas, Bills Feb, 14, 1934 $ 250,000 0, 3754 diso 't 0,507 disc't $ 74,85
.o . “ Mar, 7, 1934 3,500,000 0.895¢ * 0.75¢ * 1,710, 73
3/4% Cert, of Ind, ™ 15, 1934 350,000 100 100 1/32 109,38
1/4% = = * June 15, 1934 10,684,000 100 99 24/32 26,7.0,00
21/ * " ® Dec, 15, 1934 3,863,000 100 100 8/32 94657, 50
2 1/8% Treas, Notes  Aug, 1, 1934 3,250,000 100 26/32 100 16/32 9,113,01
3 4 ° " June 15, 193§ 10,751, 800 101 22/32 101 70, 826,92
15/8% - Mg, 1, 1935 3,659, 700 100 98 26/32 43,458,94
29/ " Apr, 15, 1936 8,267,000 100 28/32 99 20/32 101,275.91
3r1/af " " Aug, 1, 1936 6,900,000 103 11/32 100 12/32 202,528, 44
3 L " " Apr. 15, 1937 1,250,000 102 1/32 99 10/32 33,842,02
31/ * . Sept, 15, 1937 6,000,000 102 25/32 99 22/32 184,985,85
25/86 " " Feb. 1, 1938 250,000 99 30/32 97 14/32 6,202, 40
4 1/4% 4th L/L Bds Oot, 15, 1933=38 Called 12,380,000 100 11/32 106 2/82 92,598,12
AL/af = " " 15, 1933=38 Unealled 28,162,050 100 14/32 101 26/32 391,428, 24
‘A1fab1st = " Juns 15, 1949 6, 750,000 100 2/32 100 9/32 83,070, 25
3 3/8% Tr, Bds " 15, 1940-43 9,762,000 101 29/32 99 12/32 246,900, 23
sapt v " 15, 194347 4,267,000 102 9/32 99 3/32 _134,875,87
Totals $120, 296,550 5485,641,68 Net 3
prec:
NET PROFIT REALIZED ON SALKS OLOSE OF BUSINESS DECKMBER 27, 1933 = = = = = = = # 88,622,11
SYSIRM SPRCIA, INVESTMENT ACCOUNT
U.,8, Treas. Bills . 3, 1934 45,250,000 0,062%d4s0't 0, 504 disc't 3,150, 22
“n .- . dung 10, 1934 32,250,000 o.o’azéa " o.50f * 4,868,10
.. " . " 17, 1934 41,098,000 0,100 * 0,504 * 9,110,51
.. . - " 24, 1934 26,100,000 0,161% * 0,50 " 6,633,96
"w LR " 31, 1934 16,803,000 0,207 * 0,60 * 6,223, 39
"o " . Feb, 7, 1934 12,710,000 0,204 " 0,604 * 5,790, 06
" . . " 14, 1934 33,100,000 0.375¢ * 0.60% " 9,916, 46
.o .. "2, 1934 23,851,000 0,367 * 0,654 " 10,288,18
" « 0w " 28, 1934 48,319,000 0.389% " 0.,65¢{ * 21,714,92
"o . . Mar, 7, 1934 35,874,000 0.569% * 0,754 12,390, 96
" " " » " 21, 1934 47,135,000 0.699# " 00"5‘ " 5'555. 26
" n " " » 28, 1934 4,845,000 0,70% " 0.75¢ 64230, 63
3/4% Cert, of Ind, % 15, 1934 163,000, 000 100 2/32 100 1/32 17,543,30
3 £ Tress, Netes May 2, 1934 118,587,000 100 16/32 100 26/32 39‘%.9‘9,%.?6‘
 1/a% Cert. of 1md, June 15, 1934 134,563,000 100 1/32 99 24/32 ) 472,
2 1/8% Treas. Notes  Aug. 1, 1934 156, 317,000 100 11/32 100 16/82 265, 343,37
2 1/4% Cert., of Ind, Dec, 15, 1934 172,774,000 100 100 8/22 4%,9‘3@.%3
3 % Treas, Notes  Jume 15, 1935 115,748,700 100 2/32 101 1,303 857 75
15/8% ° . Avg, 1, 1935 93,753, 300 100 7/32 98 26/32 1,303, iﬁ £
27/80 " " Apr, 15, 1936 179,350,500 101 1/32 99 20/32 » 477,9 8-.?3
31/l " . Mg. 1, 1936 51,092,000 102 10/32 100 12/82 974, 208, 0
23/4% ° . Dec, 15, 1936 96,468,000 100 27/32 99 6/32 1,580,424, 73
3 % " Apr. 15, 1937 68,125,000 102 3/32 99 10/32 1,881,597, 49
31/af ” . Sept, 15, 1937 80,100,000 102 19/32 99 22/32 2,318,284, 34
25/8% * . Feb, 1, 1938 25,570,000 100 11/32 97 14/32 741,992, 74
27/8% * " June 15, 1938 19,750,000 100 31/32 97 28/32 607,075,04
41/4% #th LA Bds  Oct. 15, 1933-38 Called 58,941,200 100 10/32 101 2/32 453,140,09
4L1/45 * " * 15, 1933-38 Uncalled 197,649,800 100 13/32 101 26/32 2,811,496, 25
31/24 1t *» * June 15, 1947 25,025,000 100 1/32 100 15/32 113,317, 26
A1/af » = " " 15, 1947 29,000,000 100 2/s2 101 9/32 ,354.41&699
4 1/4=3 1/4% Tr. Bds Oct, 15, 194§ 25,000,000 100 14/32 99 309,142,683
Totals $2,223,14,500 $7,939,320,11 Net
Pproc
RET PROFIT REALIZED ON SALES FOR YEAR 1933 HELD IN SUSPENSE ACCOUNT GENERAL
CLOSE OF BUSINESS DECENMBER 27, 1933 = = = e = = = =« o == = = = = = $955,015, 66
Bew York's share in net deprecistion = = = = = = = o = s 2 s 0o === 2,N19,217.14
" . “w » pretitg held in Suspemse Account « = = « = « = = = - = 327,092, 86
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FEDERAL RESERVE BANK

oF NEwW YORK : =S

December 21, 1933.

Mpr, 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 20, 1933.

Very ly yours,

W. B. Matteson
Assistant Deputy Governor

Encl.
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£1£8 HELD IN NE# YORK IMVASTURNT AMD SYSTEM SPRECIAL INVESTMENT ACCOUNTS

FEDERAL RESKAYE BAi OF NEJ YORK

NMatwuridy Por Yalue
Yebh, 14, 1934 $ 2%0,000
It@‘. 'Q 1,“ ,lmlm

- ”o 1934 3’0.
Mg, 1, 1934 3,250,000
Des. 15, 1934 3,863,000
Juse 15, 198 10,751,800
mg. 1, 1935 3,659,700
Ang. 1, 1936 6,900,000
Apr. 15, 1337 1,2%0,000
Sept. 15, 1937 +000,000
yeb. 1, 1938 250,000
Ostb. 15, 1933-38 Called 12,380,000

" 15, 1933-38 Ducalled 28,162,050
Jus 15, 1987 ) 6,750,000

" 15, 1940-43 9,762,000

= 15, 1%4-4Y
$120,296, 5%

Approximate
Bock Values

0. 37151 Disect,
0.M5% =
100

100

100 26/32
108

101 22/32
100

100 28/32
108 11/22
102 2/32
102 26/32
99 30/32
100 11/32
100 14/32
100 2/52
101 9/32
102 9/22

RET PROFIT MEALIZ4D OR BALES CLOSE OF RUSINESS DRCENWBRER 20, 1943 -

Des., 29, 193
Jen, B, 1934 45, 250,000
" 10, 1934 32,250,000
- 17, 1984 4,098,000
. 24, 1934 26,100,000
" R}, 194 16,803,000
red, 7, 1904 12,710,000
14, 1934 23,100,000
= a, 19 23,851,000
- “a 1934 “an’om
Mar, ¥, 1934 a5,8v4,000
. 1, 1934 45,500,000
Mar, 15, 1934 163,000,000
Nay 2, 1934 118,587,000
Juw 15, 1904 134,963,000
Des, 15, 1934 192,774,000
Jums 15, 1935 115,748,%00
Mg, b 1’3’ ’3.’90”
Apr. 15, 1936 179,350,500
m. 1' 1 ﬁ'”‘.m
Des. 15, 1936 96,468,000
Apr, 15, 1907 68,125,000
Sept. 15, 1937 80,100,000
Fsb, 1, 1938 25,570,000
Juse 15, 1988 19,950,000
fet, 15, 1933-38 Called ”.%t;m
“ 315, 1933-38 Unsalled 199,649,
Juns 135, 1947 25,025,000
» » 1’“ aimlm
Got. 15, 194

$2,223,149,500

100 27/32
102 3/32
102 20/32
100 11/32
100 31 /32
100 10/52
100 13/32
100 /a2
100 2

100 14/32

Warket
gid Prises

0.60% Disct,
0.715% *
'59 o/m
100 12/32
100 2

- * “":&u

RET PROFIT HRALIZED OR SALES FOR YEAR 1933 HELD IN SUSPEMSE ACCOUNT ORNERAL

CLOSK OF BUSINESS DECKVEER 20, 1933 « « e = v o o « = =« « =~ « §954,402,60

Bow York'share in mot dopresialion « « « o+ c o = v o w « =« = =« §3,576,5688, 47
. . " * prefits Meld Lin Suspenss AscoUEd - - ~ 4 « ~ =

‘ m,m:”

JES D UARKET BID PRICKS A3 OF Q.OSK OF BUSINESS DECRMERR 20,1933

APPRECIATION
in BLAK

DEPRACE ATET
M 38D

85.82
1,884, 24

lyon
40,085,
13,397.45
o621,
" 854, 65
43,083, 56
112,195.98
221,456,717
36,332, 56
189,593, 35
6,670,17
90,074, 27
344,562, 24
78,710.10
265 0”5- m
3137,73%.62

636,734,709

o .

Hot

-

3,487,463
6,825.78
?9“90”
12,299.26
8,353. M
7,504, 60
6,778, 62
11,362,57
11,597.55
24,166, 57
13,648.08
11,690, 22
74,706, 32
291,054.90
514,081.237
53' ‘33. 33
146,741 38
1,423,359,95
2,117,193, 7%
1,110,555, 38
1,887,036.22
2,m7,548. 9
90,342. 8
632,56%. 26
444,043, 57
2,484,122
“aﬁ’.u
335,578.60

42, 836,13

$10,427,370.62 nex ix
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/L FEDERAL RESERVE BANK \ ree—

oF NEWYORK

272.2,HY

December 14, 1933.

Mr. E. L. Smead,
Chief, Division of Bank Operatlons,
- Federal Reserve Board,
o Washington, D. C.
Dear Mr. Smead:
Enclosed you will find statement showing appreciatlion
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 13, 1933.

.

|
j Very 1y yours,
|
|

; W. B. Matteson
: \ Assistant Deputy Governor

| Encl.

igitized for FRASER
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APPRCLALLH OR DEPRSCIATION OF Y, S, SSCUKITINS HiLD IN NE4 YORK INVESIMENT AND SYS(2S SPACLAL INVESD 2T ASCOUNTS
A5 JOPHBEN 8D BY DIVFsuidich BEIWEEN BOOK VALULS AND MARKSD BID PAICES AS OF GLOSK OF BUSINASS DEC:Boh 13, 1933
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SOUNE FDSAAL, RESERVE HARK OF Nud YORK

APPIACT ATL R
in )
Approximntc Hurket Di ARSLATY E‘
surit Par Value Book Valuss Bid Frices —rp e
Feb, 14, 1934 § 250,000  0,375% diss't  0.60% Dise't. 96,78
var, 7, 1934 3,500,000 0.4950 * 0,954 * 2,057.74
Bes. 15, 1933 2,863,000 100 1/32 100 6.37
15, 1933 1,000,000 100 1/s2 100 76.16
Kar, 15, 1934 350,000 100 100 0=
June 15, 1934 10,684,000 100 99 16/32 53,420,
Mg. 1, 1934 3,250,000 100 27/32 100 8/32 18,80, 89
Jume 15, 1935 10,75, 800 103 23/32 101 75,562, 64
Mg. 1, 1935 3,659,700 100 99 36,591,
Apr, 15, 1936 8,267,000 100 28/32 99 24/32 92,114, 80
sge 1, 1936 6,900,000 103 12/32 100 12/32 n§,905.10
Apr, 15, 1937 1,250,000 102 2/32 99 16/32 31,791.8%
sept, 15, 1937 6,000, 000 102 26 /32 99 28/32 175,450, 85
yeb, 1, 1938 250,000 99 30/32 97 16/32 )\6,@4.19
Oct, 15, 1933=38 Called 12,380,000 100 12/32 101 2/32 87,550, 42
» 15, 1933=38 Uncalled 28,162,050 100 15/32 101 17/32 306,496, 99
June 15, 1947 6,750,000 100 2/32 101 §/32 74,349.95
" 15, 194043 9,762,000 101 30/32 99 13/32 244,951 .82
15, 194547 4,267,000 102 9/32 99 4f32 .. 133,732,319
TOTALS $120,296,550 608,432.12 set
106

KET PROFIT REALIZ:D ON BALSS CLOSE OF BUSIRESS DECAMBEIR 13, 1933 = = = = = = = = $688,622,11

Dee, 20, 1933 .. § 44,900,000
- 27, 1933 . 49,845,000
dan, 3, 1934 45,250,000
* 10, 1934 32,250,000
.17, 1934 41,098,000
" 24, 1934 26,100,000
* n, 1934 16,803,000
Fob, 7. 1934 12.“0.“
.14, 1934 33,100,000
*oa, 1934 23,851,000
- 28, 1934 48,219,000
ﬁﬁr. 7. 1,3‘ 35.8".0”
Dee. 15, 1933 73,254,000
" 15, 1933 99,520,000
Mar, 15, 1934 163,000,000
Mey 2, 1934 119,387,000
June 15, 1934 134,563,000
Aug, 1, 1934 157,152,000
June 15, 1935 115,748,700
Aug. 1, 1935 93,753,300
Apr, 15, 1’“ 1,‘?9.390.5@
Mg, 1, 1936 51,092,000
Dee, 15, 1936 96,468,000
Apr. 15, 1937 68,125,000
Sept,. 15, 1937 80,100,000
Feu, 1, 1938 25,570,000
Jume 15, 1938 1’.750.@0
Oot, 15, 1933«38 called . 58,941,200
June 15, 1947 25,025,000
“ 15, 1947 29,000, 000
vet, 15, 1945 29,000,000
TOTALS $2,223,149,500

NET PROFIT RRALIZXD ON BAL:S FOR YEAR 1933 HELD 1IN SUSPENSE ACUOUMT GiNERAL

ae'f‘f’@ﬂ'“hll“iﬂmtd‘pmﬁiﬂtl@"----w-v&n-t-«-o-op-..-; $
* * grofits held in 3uspense Acoount = « « « = « = = o = = « =

0,104/ disc't

0.056i *
0, 0623
0,0824
0.100%
0,160 %
0.207%4
0,20 %
0.375%

43 &8 % 2 3 8 8 23

102 11/32
100 27/32
102 4/32
102 20/32
100 11/32
100 31/32
100 11/32
100 14/32
100 1/32
100 3/32
100 15/32

0.50; bisa‘t

0.50i ™
0.50)& "
Nt R
0,504
6.50. =
0.6’00’? *
0,60, "
n6os
0,651
0,655 *
n, 15+ #
100

100

100

100 24/32
99 16/32
100 8/32
101

99

99 24/32
100 12/32
99 -

99 16/32
59 28/32
97 16/32
98

100 2/32
101 17/32
100 2/32
101 §5/32
99

2.95‘.3’
7.989.5¢
10,50.23
16.,110. 9
15" m.m
10,073, 62
8.7&’. ﬁ
7,767,118
12,808, 67
12,906.92
26,618.23
14,905,114
N9.33
3,725.58

JRN .84
22.013.73
682,630, 60
160,368, 0F

90,339. 19
1,132,656.47
2,283,880, 2%

991 ,442. 73
1 1 'ﬂ amq 31
1,770 ,296.1%
2,189 432,36
726,823. 8
583,996, 98
432,95%9.05
2,215,517.94
11,322,94
316,743,381
a59,569.63

“39 7?28, k'ﬁ". 33

“ﬂ\m ‘{)? Bﬁmu@,,:};} n;ﬁmﬂ%k 13' 1933 P T T L L e B S B B 3951.‘59. 57

3,342,080,72
k.5

Hel
GEB
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Decamber 8, 1933

Federal Reserve Board

R
Mr., Smasd ) w:; o ]

Attached is a statement furnished by the Federal Reserve Bank of
Xew York showing the depreciation or sppreciation on each class of
United States Goverrment securities held in tha System's Special In-
vestment Aceoount and in the Pederal Reserves Bank of Yew York's own
portfolio on December 6, basead on market bld prices as at close of
business. 7Tt wi1ll bhe noted that thers is 2 net deprectation of
¢9,201,000 in sacurities held in the System's Specisl Investment Ac-
count ard of 653,000 in securities 114 in the portfollo of the New
York Banik, Tt is also estimated that the net depreciation on United
Stotes Gov»amment sacuritiss held in the portfolios of other Federal
Tesarve benks smounts to sbout ©530,000. This makes a totel nat
denracintion in the Government security holdings of the Reserve bonks
a8 of Tecember b ¢f somathing like %10,984,000, commarad with about

+7,170,000 on November 29 and about £16,000,000 on November 22,

Digitized for FRASER

ttp://fraser.stlouisfed.gra/
Federal Reserve Bank‘of t’.rlfo?ﬂs




| voderal Reserve Noard

Ire rmad

igitized for FRASER

Reproduced from the Unclassified / Declassified Holdings of the National Archives

T T DECLASSIFIED
- s P N S
. o ~ : ‘ l.Authority ‘LO . ‘060\

Decerber 1, 1935

295, L

Attachod ‘g n stntement furnished by the Federal Roserve Hank
of Yew York showins “he dovrecimtion or appreciation on eoch class of
Tnitad States Covernment securities held in the lystem's {pecial In=
vestriert Account and in the FPaderal Reserve Bank of New York's ovm
portfolie on Noverber 29, based on market bid orices as at close of
busineas, }t will be noted thnt there is a net derreclation of
26,175,000 in securities hold in the flystenm's fpecial Investmort
secount and of 490,000 ir socurities held in the portfolio of the
New York “an's, T+ is also estimmted that the net depreclation on
nited ‘tatos “overnment securities held in the portfolios of other
Tedorel Peserve banie amounts to about 475,000, This makes & total
not deprociastion in the Covernment security holdirgs of the Reserve
vanle as of Navember 28 of something like 7,150,000, compared with

P16, O ( S , N pd B g .
about 116,000,000 or Novemier 22 ard 4,630,000 on Leverber 15,

VI fraew

Lj.\

ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis
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Novewber 24, 13933
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i . . -~ -
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Attached i8 n statement furnished by the Tedaral Reserve Bank of

New York showing the depreciation or eppreciation on each class of

United States Government securities held in the Systam's Special In-

vestmant Lcocount and in the Federal Ressrve Bank of New York's own

portfolio on November 22, based on market bid prices as at cloge of

businese. It will be noted that there is a net devreciation of

$14,211,000 in sacurities held in the System's Special Investmant Account and

of 41,097,000 in securities held in the portfolio of the Wew York Bank.

amounts to sbout 2£FN,000,.

something over £16,000,000,
ments hae imoroved, so thet

Pigitized for FRASER |
ttp://fraser.stlouisfed.ofg“s/fcQ
Federal Reserve Bank of St. Louis

It is also estimated that the net depreciation on United States Govern-

ment securitise held in the portfolios of other Federal Reserve banks

This makes a total net depraclation in the

Government security holdings of the Reserve banke as of November 22 of

Sinca lovember 22 the market for Govern-

the depreciation is now materially less
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oF NEWYORK

Fr. Do L. Smead,

Chief, I
Danr

Enclosed yvou ill find state.ent shewin~ o recistion
ana tlon in United Steaias Goverament in
Lie Federsl bhasorve of Nev Vory Inveshbasot L-count, mng 1n
Lhe Sreton Sneeisd Dnvestosnt Account, ag of cleme of hucineas
November U, 1950L,
et
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Bovember 17, 1933
Yedoral Reserve Board Depreciation on U, 8. Goverument
Mr, Smead sescurities owned by F, R, dapks

553y

Attached is a statement furnished by the Federal Reserve Nank of
¥ew York ohouiu the appreciation or depreciation on esach glass of Unlted
States Government securities held in the System Special Investment Account
and in the vbl‘cdcn‘l Reserve Bark of New York's own portfolio on November 15,
based on market bid prices as at close of tmeiness, It will de noted that
there is a net depreciation of $5,618,300 in securities held in the System
Special Investment Account and of $362,136 in securities held in the portfolio
of the Xew York bank,

On the baels of such information as is availadle, it 1s estimated
that on Novemder 15 there was a net depreciation of about $650,000 in Govern-
ment securities held in their own portfolios by Federal Reserve banks other
than New York,

The par value and depreciation or appreciation in securities held in

the System Special Investment Ascount by classes of securities are as follows:

Class of ascurisy

Liderty donds $310, 616,000 $3,249, 794 .81 Appewebation
Other bonds 2%, 000, 000 282,298.6€3 Depreciation
Treasury notes 352.771.500 8,263,568,.51 Depreciation
Certificates of iadedtedness 8,337,000 200,497,39 Depreciation
Treasury bllls 6 428 000 __121,_‘5].% Depreciation

Total 2,223,149,500 5.61:.300.1475 ¥ot dopmnuon
C ey
V¥ /mow

N

igitized for FRASER
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November 17,1933
Mr. Hamlin Depreciation on U, 8. Government
Nr. Smead securities owned by P, R, banls

With reference to your recont request it was not practicabdle to
ascertain from data on file in this office tho amount of depreciation on
United States Government securities owned by tho Federal Reserve banks and
accordingly we have obtained from tho Federal Reserve Bank of New York the
necessary information with respect to securities hold in the Special Invest-
ment Account and in the New York bank's own portfolie, According to the
figures furnished by the Fedoral Reserve Bank of Now York, on November 15
there was a not depreciation, en the dasis of closing bid prices, of
$5,618,300 1n the System Spébtad Investment Account and of $362,100 in
securities owned by the Federal Reserve Bank of New York. On the basis of
such {nformation as is availablo rogarding the Government sscurities held
by other Federal Reserve danks and the book value of such sscurities, it s
estimatod that on November 15 there was a net depreciatien of abdout $650,000
in Government securities held in their owmn portfolies by Federal Reserve
banks other than New York,

Liberty bonds held in Special Investment Account on November 15 had
& market valus of approximately $3,250,000 in excess of boock valus while

other securities held in Special Investment Acoount showed deprecilation as

follows:
Other bonds $282,300
Treasury notes 8,263,600
Certificates of indebtedness 200,500
Treasury bille 121,700

A detailed statement showing the depreciastion or appreciation in se-~
curities held in the Special Investment account and in the New York ba:nk'u
om portfolio is being furnished the Board,

igitized for FRASERYR /mew

ttp://fraser.stlouisfed.org/
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' F@‘\ FEDERAL RESERVE BOARBber 12, 1933, ~ ~ = 3 é/
WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

Dear Sire

The Federal Reserve Board today trensmitted to Mre. George L.
Herrison, 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 $l,Ob0,000,000 covered by the authority granted as set
forth in my wire to you of May 12, 1933 In granting this authority,
the Board will expect to be kept informed currently by the Executive
Committee of its 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 ?hanges to be made in the
program in order more fully to adjust it to the requirements of the

national situation."

Assistant Secretary.

TO: CHAIRMEN OF ALL F. Re BAWKS.

Digitized for FRASER
ttp://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BOARD 27472 73 v
WASHINGTON ’
X-"7491

July 10, 1933.

SUBJECT: Alternates for Members of Federal
Open Market Committee.

Dear Sir:

There is attached hereto, 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. AGENTS.
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July 8, 1933,

Mr. C. A. McIlhemny, Secretary,
Federal Reserve Bank of Philadelphia,
Philadelphia, Penasylvania.

Dear Mr. Mcllhenny:

Receipt is acknowledged of yow 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.
Norris, 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 124 of the Federal Reserve
hct, as amended by Section 8 of the Banking Act of 1933, the Federal
Open Market Committee is a statutory commitiece; 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 Banlz, 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,

igitized for FRASER
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis
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X-7491-a,
Mr. C. A. McIlhenny, -2 -

to an alternate attending the meetingsof 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.

igitized for FRASER
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Nr, Frederic H, Curtiss, Chairman,
Federal Reserve Bank of Boaton,
Boston, Massachusetts,
Dear kr, Curtiss:
- The Federal Reserve Board notes from your letter of

June 29, 1933, that at the meeting of your directors on
June 28 the Governor of the Federal Reserve Bank of Bostoan
was appointed as a member of the Federal Upen Market Com-
nittee representing the First Federal Reserve District, %o
serve until December 31, 1933, or until his sucoessor 1s
appointed and qualified,

You will be wdvised when ths other members of the
Federal Open Market Committce have besn selected,

Very truly yours,

gigrad) Chester Mol

Chester Morrill,

T ‘ Secretary
Copy to Mr. Smead . /
SRC/fsf /
) T r‘,’:,“:‘ . T s e EoMe
;
i .
! ) o ="
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APPREGCIATION OR DEPRSCIATION OF U,8. SKCURITIRS HELD IN NEW YOHK INVESTMENT ABD SYSTEM SPECIAL INVESTMENT ACCOUNTS
AS REPRESENTED BY DIFFERENCE BETWERN BOCK VALUES AND MARKKT BID PRICES AS OF CLOSE OF BUSINZSS DECEMBER 27, 1933

INVESTUENT ACCOUNT FEDERAI, RESERVE BANK OF NiW YORK

Mgturity Par Value
Feb, 14, 1934 $ 250,000
Mar, 7, 1934 3,500, 000

= 15, 1934 350, 000
Jume 15, 1934 10,684, 000
Des, 15, 1934 3,863,000
avg. 1, 1934 3,250,000
June 15, 1935 10,751, 800
h‘c 1. 1,35 3.65,.?“
Apr, 15, 1936 8,267,000
sg. 1, 1936 6,900,000
apr. 15, 1937 1,250,000
Scp’i. 15. 1,3’ 6,000.000
Fob, 1, 1,” 250.000
" 15, 1933%38 Unealled 28,162,050
June 15, 1947 6, 150,000
* 15, 1940-43 9,762,000
. 15, 1943-47 4

Totals ’130. ”6,5’0

NET PROFIT REALIZED ON BSALES CLOSE OF BUSINESS DECEMBER 27, 1933 - -

15,
15,

1934
1934
1934
1934
1934
1934
1934
1934
1934
1934
1934
1934
1934
1934
1934
1934
1934
1935
1935
1936
1936
1936
1937
1937
1938
1938
1933~38 Called
1933~38 Uncalled
1947
1947
194§

Totals

STRU 1

45,250,000

41,098,000

26,100,000
16,803,000
12,710,000 .
33,100,000
23,851,000
48,219,000
35,874,000
47,135,000
4,845,000
163,000, 000
134,563,000
156,317,000
172,774,000
115,748,700
93,753, 300
1”)’50.500
51,092,000
96,468,000
80,100,000
25,570,000
19,750,000
58,941,200
197,649,800
25,025,000
29,000,000

$2,223,14,500

Approximate
Book Valuss

Q. 375 dise ™t

0,454 "
100

100

100

100 26/32
100 22/32
100

100 28/s2
103 11/32

102 1/32
102 25/32
99 30/32
100 11/32
100 14/32
100 2/32
101 29/32
102 9/32

T AC

0,6627d4 50 't
0-0'32; "

0.100%
0,161%
0,207%
0.20 $
0,375%
0, 367%
0.389%
0.569%
0,699%
0,7 %
100 2/32
100 16/32
100 1/32
100 11/32
100

101 2/32
100 7/32
101 1/32
102 10/32
100 27/32
102 3/32
102 19/32
100 11 /32
100 31/32
100 10/32
100 13/32
100 1/32
100 2/32
100 14/32

2 3§ 3 2 8 % 38 3 8 3

NET PROFIT REALIZED ON SALES FOR YEAR 1933 HELD IN SUSPENSE ACCOUNT GENERAL

CLOSE OF BUSINRSS DECEMBER 27, 1933 » = = = = = = = =

Bew York's
» [ ]

share in net depreciation - -
* * profits held in Suspense Account -

- e W W e

- e -

APPRECTATION
in BLAK
Market DEPRECTATIGN
Bid Prices in RED
0,607 disc't $ 74,85
0,756 * 1,7M0,73
100 1/32 109,38
99 24/32 26,M.0,00
100 16/32 9,113,021
101 70, 826,92
98 26/32 43,458,94
99 20/32 101,275,91
100 12/32 202,528, 44
99 10/32 33,842,02
99 22/32 184,985.85
97 14/32 6,202, 40
101 2/32 92,598,112
101 26/32 391,428,24
10 9/32 83,070, 25
99 12/32 246,900, 23
99 3/32 _134,875.87
485,641, 68 Net De-
praciation

----- # 88,622,11
0,504 disc't 3,150,22
0,504 " 4,868,10
0‘501 » 9.}-10051
0,504 * 6,633,96
0,604 * 6,223,39
0.60% . 50”0006
0.60¢ * 9,916, 46
0,65¢ * 10, 288,18
0,65¢ * 21,714,92
0,715¢ * 12,390, 96
0,754 * 51555, 26
0,754 * 6,230, 63
100 1/32 12,543.2
100 262 oL
100 1:/32 265,343, 37
100 2 431,935, 00
101 /? 55145%:09
98 26/32 1,308,852, 75
99 20/32 2,477,942,90
100 12/32 974, 208,03
99 6/82 1,580,424, 73
99 10/32 1,881,597. 49
99 22/32 2,318,2084,34
97 14/32 741,992, 74
97 28/32 607,075,04
100 2/32 455,140,09
101 26/32 2,811,496, 25
100 15/32 113,317, 26
101 9/32 354,413, 89
¥ 309,142,563

$7,939,320,11 Net De~
preciation

-------- 955,015, 66

-------- 2,79,217,14

---------- 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 2¢, appointed Mr. George L. Harrison, Gowvernor 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 Distriet 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

2 7 ¥

Digitized for FRASER
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S f\a) y & July 8, 1933.

Mr. C. A. McIlhenny, Secretary,
Federal Reserve Bank of Philadelphia,
Philadelphia, Pennsylvania.

Dear Mr. MeIlhenny:

Receipt 1s acknowledged of your letter of June 28, 1833,
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-
4ris, Governor, was elected a member of the Federal Open Market Committee
to represent the Federal Reserve Bank of Philadelbhia and Mr. William H.
Hutt, Deputy Governor, was elected his alternats,

Under the provisions o; Section 12A of the Federal Reserve
Act, as amended by Section 8 of the Banking Act of 1833, the Federal
Open Market Committee 1s 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. 1In 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 cowumted,
if a point of order were made against it.
There would seem to be no reasonable objection, however, to
an alternate attending the meetings of the Committee and participating

in the discussion, in the absence of the regularly appointed representa-

tive of his Federal Reserve Bank. Division of Bank Operations
Very t ¥y yours,
POFeNo [ Zal
Digitized for FRASER Copy: Mr. Smead
http:/fraser.stlouisfed.org/ (&) Chgggggtgilo';rill ’

Federal Reserve Bank of St. Louis
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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 Wednesday June 7, 1933, were
alloted to Federal reserve banks on the ratio that each bank's
cash zeﬁserves in excess of the amount required for a 55% reserve

bore tothe System total.

[ ————
i

Division of Bank Operationg

Filers )31

Federal Reserve Bank of St. Louis

Office Corresponuence == Late__June 10, 1935,
To Files Subject: “::J ’:;t: = L‘if »
' /
From / Mro Smead
’
A
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Federal reserve banks that lend against Government securities at

in all cases:

New York
Cle veland
Atlanta
Minneapolis
Dallas

Federal reserve banks that lend at par in some cases &nd at market in

others:
Boston
Philadelphia
Richmond
Chicago
- St. Louis
Federal reserve banks that lend gt market in all cases:

San Francisco

Kansas City - not mentioned.

(Excerpt from page 8 of Minutes of Ope rket Polic erence held in
Washington, Jamuary 11, 12, 1932.)

: TSI AL
s

igitized for FRASER
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ederal Reserve Bank of St. Louis
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Mareh 18, 1933,

Curtles « Young ~ lioston tevens « lehougnl - Chioago
Austin « orris - ‘hiladelphis o0d = Martin - St. louis

e « ‘snoher « Cleveland jmiley = Gecry = Minneapolis
Boxton « seny - lehmend teclure « ismilton - . ansas Uity
Nsuton ~ Blagk ~ .tlenta n)ah « Lo inney - lallso

lionton «» Calking - ol Sranct ego

Tiidlie ‘ in order tlat your benk mmy be able %0 pledge nited Jtates
owernnent sscuritice held ik pecial Investaent .scoumt and notes, drafts,
Bills of exciumge znd bariers asouplanoes holi for your agsoumt by the fetsral
+oserve Fank of New Yorx as aseoaurity for Jederal reserve benk notes, it is
sugpested that you siw to the saderal Iweerve agunt at e York a ower ef
attorney siuidar to form Xe7148«a inclosed with Board's lottser i=7146 of -pril
£9, 1997, suthorizing bHim to receive and hold far yowr accownt di et oblipae

tions of the United .tates mnd noten, drafts «nd bills of exeliange and bdankers

agosytancos. It i mugsested that thw form of power of attorney read za follows;

"Fnow 5ll men by these preasnts thet I, s Jedarel eoserve .gent

of rederanl geserve lank of _, have eonstituted ami spoointed, and by

thede prosesnts do oonatitute and appolnt J. Kerdert Cane, /cderul wasrvwe sent
st Yedersl leaserve HSamk of Neow York, my true 2nd lewful s$torney in faot, t0 re-

ceiw from ‘sdoral ~eserve junk of oy from Jedsrul reserve ank of

fow York or other duly suthorized azont of Jederel  eesywve Hap: of

and $0 hold for e rad An ay now sad subjeot to my order cireat oblizations of
1ho United -Sates nnd notes, drafte, bills of exehan;w snd bankers sceeptences
8lizible ns eollutersl securisy for iledersl recerve bank notos unor the pProe

visfions of the sixth prrsgraph of _ection 18 of the ‘ederal]l .isserve .ot, us

Digitized for FRASER
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February 24, 1933

Governor Meyer y o
/n - { :z

#A L

Nr. Smead b/q) ©or

In accordance with your telephone requsst we have prepared two
statemants one showing the amount of short-term Treasury securi ties

held in the special investment acoount, arranged acoording to maturities
N\-

and the other the amoumt of the nrl;tu Assues of Treasury certifioates,

Treagury bills and Treasury notes oulstanding and the amoumt of sach
{ssus held in the System special imvestoent acocum.

It will be noted from the first mentionsd statement that on Feb-
roary 15, 1933, the fiystenm held in the special investment asoount slightly
more securities having a maturity within seven months than they held oa
August 3, 1932; that the amount utmtg within one year was appsoxi-
mately $150,000,000 less than oa August j, 1932; and that the amount
maturing 1n from ons to five years was $418,000,000 on Tebruary 15,
1933, as compared with $201,000,000 on Angust 3, 1932,

On August 3, 1932, the System held $746,000,000 of sscurities
which have sinos matured. In replaging these ssourities the Federal
reserve banks have confined their purchases largely to the shorter
term securities dut to the extent of approximately $88,000,000 have
increassd ibiir holdings of Treasury notes having a maturity h excess

of three years,

]

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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" Governor Meyer - #2
o !olcunn ct Tmmy hotn ntmng lrtnr robmry 1936 hcld
on Lumut 3. 1932 and nokl; chr.ncn thnrnin nncc that dato nro
as tononz
1938
Avgust 3 $23, 825,000
* 10 28,325,000 *$h, 500,000
" 17 30, 825,000 * 2,500,000
. S‘P:- gg 5;. 825,000 “'3005?300&
1 4 O
Oct. m 29. t - 5.716 m
» %2 11,108, 500 ~38, 500,000
. — -11,108, 500
Dec. 21 1%, 880,000 +14, 850,000
* 28 19, 880,000 + 5,000,000
Tob. 1 31,420,000 +11, 540,000
" 8 84,220,000 +52, 800,000
" 15 112,770,500 *27, 550, 500
The only United States Govermment donds held in Special Investment
Aocount are Liberty bonds of which $335,616,000 were held both oxi August
3, 1932 and Tebruary 15, 1933. During this perioed $48,000,000 of Pirut
Liberty 3-1/2 per cent bonds were replaced by $6,000,000 of First Liberty
4-1/4 per oent and $42,000,000 of Fourth Liberty U-1/4 per cent bonds, as
indionted by the table delow:
UNITED STATRS BONDS HELD IN SPRCIAL IHVESTMENT AQCOUNY
ON AUGUST 3, 1932, AND FEB, 15, 1933
Ae_3a 1932
1st Liberty 3:1/2- $73,025,000 $25, 025,000
Sy oy et Liderty 23,000,000 29,000,000
 Uth Liberty h-l/hi 2 2
Total 335,616,000 335,61
sMature June 15, 1947, callable on any interest payment date on 6 months
notice.
#ature Oat. 15, 1938 callable on any interest payment date on 6 months
Digitized for FRASER notice,

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

Aumet 3, Feb, 15,
— 2932 —ii33
Hataring within -

1 month $192, 056,000 5200,075,700
2 months 4316, 508,500 27, 825, 00N
3 months 619,342, 000 4o, 322, 000
4 mopths 619, 342, 000 582,347,000
5 months 733,039,070 582,347,070
6 months 746,314,900 582, 347,070
7 months 746,314, 070 712, 880, 070
8 months 899, 839,070 772, 630, 000
9 months 1,002,201, 500 772, 880,000
10 months 1,002,991,500 850, 984, 010
11 months 1,068,066, 500 850, 08it, 070
1 year 1,098, 066, 500 85N, OB, 000
2 years 1,197,566, 500 1,065, 535,000
years 1,275,166,500 1,156,013,00
years 1, 298, 2¢1, 500 1,179, 43, 0m
5 yeurs 1, 298,991,500 1,268, 183,500
Totzl maturing fter 1 year 200, 925,000 17, 190,500
" " " . years 101, 425,000 203, 247, 500
" " " 3 years 23,825,000 112, 779,570
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TREASURY BILLS, CERTIFICATES OF L:DIBTEDNESS AND TREASURI ROTES
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HELD IR SYSTEM SPECIAL IIVESTUET ACCOUNT CN FEBRUARY 15, 1933

Qutstanding In System Special
Treamary bills
Maturing 2-23-33 $60, 007,000 - $u40, 00,100
3= 1.33 100,000,000 * 30, 000, 000
32033 100,000, oon . 24, 400, N0 -
41233 b,xm. 30,700,000
) h—lg—}} 7500%0030 ! 22,070,000 -
42633 80,000,000 - 31,100,000 °
5"10‘33 *.75. 200. 000 ~ 100. 0m '
5"17"33 "75'2000000 -2 15.300'«)0 '

ssQutst-ndins on Feb, &, 1933 (date of issnance) -
#0ut :tandinz on Feb, 15, 1933 (date of issuance)-

Qertificates of indsbtedness
3.3/l+ per cent 3-15-33 660, 700,000 * 151,017,000
. 3=15-33 33,600,000 - - ~
» Hwe33 239, 200,070 114,300,000
1-1/2 " 6=15<33 73,900,000 * 117, 700,000 -
-1/ v 9=15-33 1, koo, 000 - 190,500,000 « (57
3b " 12.15-33 254, 400, 000 - 78,100,000 « >
Ireasury potes
3 per cent 5-2-34 244, 210,000 - 92,07, 000 °
2—1/8 " Bela3k 15,300, 000 ° 122,500,070 -
» bwl5el 16.600.000 : 90, 501, 000 -
3~1/h " Bel «3 365,100, 000 - 12,100,000 -
, a-3/lt * 12-15«36 360.500.000 ; 27, lon, 600
E " 41537 508.3on noo 2k, 200,000 .
% 3-1/'* " 91537 &4, 100,000 - 32, 800,07 -
* =518 2-1 =38 *277,500, 000 ¢ 16,400,000 -

*Outstandings on Fedru:ry 1, 1933 (date of issuance).

VA m
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STATEMENT FOR THE PRESS. «
&

For publication in Morning Papers, f’ﬂ§%¢é\\\ v & \'LJ ‘?bj%?
Friday, January 6, 1933. r\j,@

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

The sessions of the Conference were devoted to a réview of economic;
pruﬁineSS, 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 workingé and effects of the open market policy thus far pursued

by the Federal Reserve System during the course of the economic depression.

Consideration was also given to the attitude of the System in adjusting its

operations to conditions and needs as they may change and develop.

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

With this purpose in mind, the Conference has decided that there shouid
be no change in the Sys%em*é policy intended to mainiain a.substantial amount :
of excess member bank reserves, the contimuance of.which is deemed desirable
in present. conditions. " Adjustments in the System's holdings in the open

market account will be in accordance with this policy.

igitized for FRASER
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Jameary 3, 1933

R&—S=_

MEMORANDUM FOR OPEN-MAREKET POLICY CONFERENCE

I

In recent weeks business has been marking time, Aftéf ihcreasing cons-
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 1s little act1v1ty in th

Pk irena o Ko Rad sras ke JtzbﬁyAAJJ/
ecapital market, Prices of bonds have shown a gr ual downward movement,4
whi}e 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 country's stock of monetary gold has regained somewhat more than half of
the losses from the high point of the autumn of 1931. United States Govern-
ment securities held by the reserve banks have been held at a constant level
of $1,850,000,000 since last August., Additions to the stock of gold, howsever,
together with the return flow of currency from hoards and the issue of national
bank notes, have resulted in a growth of member bank reserve balances, which
at the present time are in excess of legal reserve requirements by more than
$500,000,000,

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

leading cities on December 21 were about $250,000,000 lower than on October 19,

igitized for FRASER
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but still $550,000,000 higher than in mid-summer, The increase since the sum-
mer has been all at banks in New York City and all in investments, not in
loans,

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

Reserve system's open-market program

RIn these circumstances, 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~holiaay 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 $L429,000,000 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 im—eny-wai® influence the system's policy,
There is no more reason for letting our portfoljo 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

Digitized for FRASER
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ederal Reserve Bank of St. Louis




Reprbduced from the Unclassified / Declassified Holdings of the National Archives

© T DECLASSIFIED

Authority ;\/'/O . lO%\

e %

3.

basis of a fortuitous circumstance like the maturity composition of its port-
fOliO .

Alternatives to be considered

Several alternative courses of action may be considered:

(1) A program of extensive selling of securities, Concretely, to sell
between $500,000,000 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 gystem 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 ablé to preserve through these trying times,

igitized for FRASER
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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 unforeéeen circumstances,
in the mainten;;ce of excess reserves of member banks near their present level,

(3) A definite policy of selling securities in volume sufficient to off-
setﬁfhe return flow of currency and the inflow of gold. Such a policy would
involve definite recognition of the fact that the central objective of the re-
serve system'!s credit policy has been the volume of excess reserves of 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
some other determined level, Such a plan would be logical and purposeful, It
might, however, establish a precedent and furnish a formula which might cause
difficulty to the 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
would be destructive of any rational Federal reserve policy. Adoption of %his\&/%w*7ﬂ4w
Prineiple, therefore, although sound in theory, might be undesirable on the
ground of inexpediency, If it were presented, however, as the intention of

the systém, in view of large excess reserves, to offset for the present factors
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?endipg to dncrease reserves still furthew, it waald not carry a definite
;.;bi;.célﬁion of a formula.

This plan could be modified by a decision to offset the return flow
ot' ourrenoy, but not the inflow of gold. The reasoning dback of sich a

would be tlmt gold imports, because they reduce the reserves

of banks in other countries, should be permitted to exert their full in-
fluence on the reserves of banks in the United States. ¥he domestio de-
mand for currency, on the other hand, has been met without sn inorease in
member bank indebtedness, partly because it was considered undesirable to
permit an abnormel development like the hoarding movement to put the banks
heavily into debt and thus to exert a tightening influence on oredit oon-
ditions., JIn these oircumstances, it would be oconsistent at this stage to
absord the return flow of ourrency through the sale of United States Gowrn-
ment securities, partioularly since the member benks are borrowing little
from the reserve banks and have a large volume of excess reserves., Such a
modifioation of this plan would still have the effeoct of shifting the em-
phasis from the volume of seocurity holdings by the reserve banks, which is
not direotly relevant tc the oredit situation, to the volume of excess re-

serves of member banks, which should be the central point in oredit polioy.
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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
s0ld; and if they were $520,000,000, there would be $10,000,000 sold, 4 dis-
advantage of this plan would be that it would look too ingenious, and that it
involves precision of action in a situation full of unlknown 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 $1,850,~
000,000, If that figure becomes thoroughly imbedded in the minds of the public,
a departure from it would have an exaggerated effect on the public 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 be notice that the amount of
Federal reserve participation in the Government security market is not a fixed
and inflexible quantity, but can and will be modified as occasion arises,

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

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

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

(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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CONFIDENTTAL Decamber 31, 1932.

PRELMINARY MEMORANDUM FOR THE OPEN MARKET POLICY CONFERENCE,
JANUARY 4, 1933.

When the decision was made last February to begin open markét pur chases
of securities the primary aim of the policy as revealed in the discussions was
to check tha_ unpr ecedented liquidation of bank credit vhich 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 accumilate some excess reserves, with the consequence that the

pressure to liquidate might be lessened and a moderate expamsion 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 mede available by open market
operations were largely absorbed by gold exports and currency hoarding, but in
the second half of the year both these movements were reversed and, with the
discontinuance of open markst purchases, currency returns and gold imports were
largely responsible for building up excess reserves and so became the active
factars operating towards the objectives which had been set for open market

operations,

Changes in Credit and Business

There have been substantial results towards achieving the objectives

outlined above., These results may be swummarized as follows:

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

discussion doubts were expressed as to the possibility of reaching the member
barks outside of principal centers, whose borrowings accounted for a major part

of reserve bank discoumts. Since February 24 when purchases of government secur~

gitized for FRAsE 188 Were begun discounts have been reduced from $835,000,000 to $265,000,000.
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(2) Bank credit. Loans and invegtments of the reporting banks stopped
declining in July and since that %ime have inereased by £500,000,000. The in-
crease was wholly in government securities though other fomms of credit have shown
greater stability. The increase also was concentrated in New York, but in othor
parts of the country the decline in credit has been checked.

(3) Bond markect, Thec bond market madc a rocovery of about 25% and

then lost approximately half the gain. The reaction was fallowed by a number of
wecks of rolative stability, and there is now some evidence of renewed strength.
In recont woeks buying of long torm govermmant sccuwritics by banks, insurance com-
panies and investors has resulted in new high prices since the autum of 193L, and
this buying movement appears to be gpreading into other parts of the bond market.
The prospects for an improved bpnd market are hetter than for some weeks past.

(4} Cormodity pricess Commodity prices rose about 3 per eent and sub-

gsequently lost all of this galn, reflecting in part the pressure of depreciated
cwrrencies upon world prices, and especially the weakness of sterling. While de-
preciation of currencies has tended to increace or stabilize domestic paper prices
it has depressed world gold prices by reducing the buying power of countries with
depreciated currencies, and decreasing their production costs sc thaey can sell at
lower gold prices.

{(5) Business. The volume of business as measured by production indexes
rose about 14 per cent dut has lost part of this zain.

The present situation may be summarized by saying that a good start was
made toward recovery, that this movement has been interrupted, and is now hesitant
and uncertain. The improvement in sentiment is perhaps even more marked than ths
improvement in the statistics; but in this respect also some ground has been lost

in recent wesks,
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Precedents in Farlier 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 cf depression shows that recent
events have followed much the usual pattern of business recovery from depression
which is usually highly irregular and uncertain in the early stages.

The accompanying series of charts indicates the sequence of events in
the more important depressions of the past fifty years. The amount of excess
reserves that accunmle..ted 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 - No. Y. City Bavks

Amount Per cent of
Period ($ million) Requirements
1884-185 26 to 64 34 to 67
1893=-1904 39 to 100 37 to 74
1896197 33 to 55 25 to 38
1908 30 to 58 1l to 18

1921 122 (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~'85 ~ about 6 months

1893-'94 - practically none

1896-t97 - none

1908 - practically none

1921-t22 ~ within 3 months of substantial reduction in
bank indebtedness.

Lapse of time unt il sustained rise in business activity began

1884-185 =~ nearly a year and a half

1893-t94 - about 10 months

1896-197 -~ about 10 months

1908~ -~ about 6 months

1921-t22 -~ about 6 months after substantial reduction
in bank indebtedness
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Lapse of time until sustained rise in commodity prices began

1884-185 «~ over two years
1893-194 - limited rise after at least 1 1/2 years

1896-197 = about one year

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

1921-122 - about a year after substantial reduction in

bank indebtedness

Present and Prospective Reserve Position.

Txcess reserves of member banks have generally been maintained since the
November meeting of the conference at something above $500,000,000, Christmas
currency demands proved smaller than were expected, and gold receipts which in-
cluded the $95,550,000 debt payment of the British Government were larger than had
been expected., Hence the member banks come 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 whebther the small Christmas takings of currency
were due wholly to the depressed conditions or reflected some return of money from
hoard ing. The gold flow is definitely toward this country. From these two
causes a gain to Teserves may be anticipated in the next six weeks of anyvwhere 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 novw 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-ton
banks and the pressure to put these funds to work rests not alone on the New York

‘and Chicaso banks but on the banks generally throughout the country, The excess
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of reserves is thus widespread in its influence.

(2) Time. The experience of the past summarized in a previous chart
indi cates that the effectiveness of excess reserves depends in part on the length
of time they are held. 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 Continusnce., 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.

Fereign Influence.

During the year influences from abroad have been important and at times
dominating. Early in the year gold withdrawals were disturbing. When the rold
movement turned,strengthening our position but weakening the Furopean 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

campaigne.

Debts, Prices, and Recovery.

While the financial and business situation shows now a considerable im-
provenent 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 readjnsted
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 spring 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 situatiéns. The question arises whether the grinding process
of deflation of recent menths must continue or whether it would be preferable to
move decisively either for a more rapid deflation or for some measure of inflat ion.
The improvement which took place from mid-summer into the autumn gave some reason
to hope that recovery might go far enough and rapidly emough to relieve greatly
the weight of debis. The quest ion now is whether that recovery can be resumed or
not, The question is canplicated by widespread public and political interest
both in this country and abroad so that every decision in the field becomes in some

sense a political question,
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1919 - Regerve for deprecyintion of foreign exchange $325,741.35 combined
with reserve for self insursnce fund and shown agaibst ception
"Special reserves’ - page 234 of 1919 Annual Report.

1920 - Reserve for depreciation of foreign exchange $106,164.69 combined
with othar reserves and shown against caption "Special reserves"-
page 222 of 1920 Annual Report.

1924 - et appreciation on foreign exchange $173,055.96 shown msong "All
' gther® additions to current net earnings - page 113 of 1924
Arnual Report.

1926 - Net appreciation of foreign exchange $5,262.62 shown among
* Adi tions to current net earnings® - page 127 of 1926 Anmual
Report.

/1o 3"
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FEDERAL RESERVE

~ Office Corresponuence "= Date_December 12, 1932
| WU O0ffice Memorandum Subject: ?) ‘33%, ?;Lf,é ,

F,Z,E __¥r, Van Fossen ,

ero 2—8495
Mr. Freeland, Supervisor of General Ledger Section, Accounting mvision, Federal
Reserve Bank of New York, gave me the following figures on the per value, book value,
and market value and appreciation on United States securities held in special invest.

ment account on November 30,

Se 2:

Market valus - Dec,! Appreciation
1st Liberty Loan $25, 025,000 $25,066,466.55| $25,478,578.13 $412,111.58
1st Liberty loan 29,000,000 29,178,31#9.37 29,643, 437.50 465,087.93
4th Libefty Loan 281,591,000 | 286,391, 887, 2 291,46, 685.00 5,05 .797.52
A1l other# 1 1 6,974, 485,86(1,316,014,021,80 9,039,535, 9

Total 1,639,607,500 |1,6u7,611,189.431,662,582, 722,43 14,971,533.00

*Comprizes $351,788,000 Treasury notes, $594, 245,500 Certificates of indebted-
ness, and $357,958,000 Treasury bills,

Mr, Miller of the Securities Department later informed me that the premium on all
United States securities, subject to call before maturity, is being amortiged 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 actusl-
ly called. While I am sure we did not have this in mind when we issued the instructions
with regard to the premiums on callable tonds it seems to be in accordance with the

spirit of those instructions,
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Office Correspondence =~ Date._October 11, 1932
To_  Mr, Smead Subject: ?J LRGN, ({f
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i
From _Mr, Myrick ,. ./
ST

ero 2—8495

i

The 1927 earnings -.nd expense table in the Board's anmusl report for
that year has a note on the item "Traveling expenses” reading "Other than
tose connected with governors' and agents' conferences and meetings of
irectors and of the Advisory council,"

In the year 1928 and subsequent reports the reference to *directors!
meetings® has been eliminated although traveling expenses of directors are
‘still included in the 1tem "Directors meetings® rather than in the item
., *Traveling expenses,”

Mr, McClelland inquired as to whether traveling expenses of directors
ware included in“Traveling expenses" or in “Directors meetings' when he pre-
pered the attached draft of letter to Mr, N. G. Olney.

In appears to me that the note on the item "Traveling expenses"
should be the same as shown in the 1927 A, R. and I recommend that the earn-
ings and expense table in the 1932 Anmual Report be changed accordingly.

We are unable to determine from the records who suthorised the

change in the 1928 report or why it was made, f)l(%
i

Division of Bank Operations

SO —//-% 2
File NO..A?».?".
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| ° REPORT OF OPEN MARKET OPERATIONS TO MEETING OF OPEN MARKET POLICY -
S CONFERENCE HELD AT WASHINGTON, Do C.y W 3333 7

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 Governmént secur-
ities in the System Special Investment Account on May l4y amoqnteq to $1,21§,821,000
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 éoar&, authorizing the executive committee of the Open Market Policy Confer-
ence to continue the purchase of govermment securities for the System Account up to
a total of $500,000,000 in addition to previous authorizations. The executive com-

mittee voted that approximately $80,000,000 of government securities should be purw

chased in the statement week ending Msy 18, if available, and it was agreed that the
amount of purchases in the following weecks should be dotermined from time to time
by telephons. At a meeting éf 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 govermment securities; (3)
that in the coming week it appeared that this purpose misght be accomplished by
smaller purchésessy but at the end of June the Reserve banks should be prepared to
do whatever was necessary to meet the situations

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 (Thié amount 876,639,000
! ‘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

‘ May 18). :
" " -~ Week ended May 25 58,520,000
& " " - n " June 1 50,003,000
.) " " - " " " 8 69,500,000
‘ " " - M " " 15 46,4850 ,000
| " " - " # " 22 38,250,000
l " " - " " % 29 (see note on following page) 0
" " - " " July 6 30,000,000
" " - 0 " " 13 20,000,000
B ﬁSQ 4762 ,000
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These purcdhases, which were made by the following Federal reserve banks in their

respective markets,

. Boston $ 1,500,000 Chicago $16,100,000

New York 359,740,000 St, Louis 200,000
Philadelphia 1,950,000 San Francisco 104272,000
brought the amount of total holdings in the Sys tem Account up to $1,609,583 4000

-~ NOTE: 1In the statement week ended June 29, the Federal Reserve
Bank of Chicago purchesed 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 refle¢ted in the System Statement
it was decided to show no net increase in System Special
Investment Account.

Trensactions cffected in the System Account since May 14, other than new

purchases of government securities, consisted of

(1) Redemptions Replacements purchased in the market
lﬁ,lll,OOO—Treas,Bills due May 18, 1932 164111,000-Treas.Bills due Aug. 17, 1932
14,4907,000- " " * 25, 1932 14,907,000~ * " " " 24, 1932
50,087,000~ " " " June 1, 1932 50,087,000~ " " " " 31, 1932
364550 ,000~ ¥ " i " 29, 1932 36,550,000~Various issues of C/I & T/N
41,000,000~ ™ " " Julyld, 1932 40,000,000-Treas.Bills due Oct, 11, 1932

1,000,000-3% T/N " May 2, 1934
$158,4655,000 $158,655,000

(2) Exchange pursuant to Treasury offering deted June 6, 1932:

$ 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
14,775,000-3 % T/N " " 15, 1835

$29 550,000

|

d for FRASER
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(4)

it ieS?

menent replacements could be made)s
Sales
$10,000,000-2 3/4% C/I due June

15, 1932 $12,175,000-1 1/2%

Reproduced from the Unclassified / Declassified Holdings of the National Archives
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(3) Exchenges in the market at adventageous rates
Sold Purchased

Replacements

C/I due

'$ 13,000,000=2 3/4% C7I due June 15, 1932 $ 442 ,000~Treas,Bills due Aug, 31,1832
344500,000-Treas.Bills " July 13, 1932 1,000,000~ " " " Sept,.28,1932
5;,150,000- * W @ Ayg, 17, 1932 12,000,000-1 1/8% ¢/I1 * " 15,1838
25,250,000-3 1/8% C/I * " 1, 1932 3,0584000-3 % " "noov 15,1932
74500,000-1 1/8% " *® Septs 15, 1932 1,000,000-3 1/8% " " QOct,. 15,1932
1,000,000=3 % ®» w w 15, 1932 5,200,000«3 1/4% T/N » Dec, 15,1933
7,500,000=3 1/8% " " Qcte 155 1932 14950,000=3 3/4% C/I " Mar. 15,1933
34500,000~3 1/4% T/N * Dec, 15, 1932 2,000 ,000~2 g " " Mey 2,1933
250,000-3 3/4% C/I * TFeb., 1, 1933 47,750,000~1 1/2% * " June 15,1933
2,500,000~3 3/4% " " Mer., 15, 1933 6 400030003 % T/N " May 2,1934
1,000 ;0002 % " Y May 2, 1833 23,750,000-3 % " *  June 15,1935
8,000,000-3 G T/N ® v 2y 193¢  11,500,000-4 1/4% 4th 1L/L Bds,
6,500,000=3 % " * June 15y 1935
~ 6,000,000-3 1/2% lst L/L Bds,
$115,650,000 $115,650,000
e ]

Sales in the market of securities acquired under resale agreeménx and re-
placements by purchases in the market of other issues of short-term government secur-
(In several instances, in order to complete purchases, it wes necessary to
acquire from dealers several blocks of govermment securities which were available

only under resale agreement, such securities acquired being held only until per-

June 15, 1933

10,000 y000~3 1/8% Aug, 1, 1932 1,000,000-2 % T/N " Mey 2, 1934
79000,000-3 % " " Sept. 15, 1932 25,825,000-3 % " "  June 15, 1935
94000,000~2 % " " May 2, 1933
3,000,000~3 3/4% " " Mar, 15, 1933
$39,000,000 $39,000,000

i

|g|t|zed for FRASER

The following is a statement showing the msturities
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 $ 0

" " " 254 1932 14,907,000 0

non " " " June 1, 1932 50,087,000 0

" n " " " " 29, 1932 36,550,000 0

"om " " " July 13, 1932 75,500,000 0

" on " " n " 20, 1932 40,475,000 40,475,000

" n " " " on 27, 1932 43,150,000 43,150,000

U " " " Aug, 10, 1932 15,000,000 16,000,000

" o» n " " n 17, 1932 0 53,600,000

" ow " ) ” " 24, 1932 (0] 47,427,000

n o m " o " ow Bl 1932 0 76,029,000

" " " " Scpt. 28, 1932 0 9,000,000
i ) » " " oct, 11, 1932 0 40,000,000

tp://fraser.stlouisfed.org/
deral Reserve Bank of- -St. Lodis - — - crme

of the issues held in



Reproduced from the Unclassified / Declassified Holdings of the National Archives

:’ DECLASSIFIED

S !fithorityio . 10561

e e o ¥
4
May 14, 1932
2 3/4% Cert, of Ind, due June 15, 1932 $ 42,550 ,000
31/8% ™ " " " Aug. 1, 1932 53,900,000
11/8% " L " Sept. 15, 1932 73,693,000
3 % " noon noon 15, 1932 77,751,500
31/86 " m w w Qoct, 15, 1932 84,161,500
3 1/4% Treasury Notes " Dec. 15, 1932 108,975,000
3 3/4% Cert., of Ind. " TFeb. 1, 1933 8,026,000
3 3/4% " " " " Mar. 15, 1933 124,275,000
2 "% " " on " May 2, 1933 75,200,000
l11/2% * " " " June 15, 1933 0]
3 % Treasury Notes " May 2, 1934 40,250,000
3 % " " * June 15, 1935 0
4 1/4% 4th L/L Bds. of 1933-38 139,985,000
31/2% 1st " " " 1932-47 79,025,000
4 1/4% l1st " " " 1932-47 20,250,000
$1,219,821,000
e

ALLOTMENT OF NEW PURCHASES AND CHANGES IN
PARTICIPATIONS IN GOVERNMENT SECURITIES
HELD IN SYSTEM SPECIAL INVESTMENT ACCOUNT

Federal reserve banks as follows:

Total

- banks;
igitized for FRASER
ttp://fraser.stlouisfed.org/
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Boston $ 0
~New York 203,379,000
Philadelphie 31,333,000
Cleveland 40,925,000
Richmond 3,9025000
Atlantea 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

$389,762,000

July 13, 1932

$ 0
60,650,000
86,893,000

101,009,500
85,011,500
111,697,000
13,275,000
153,025,000
102,350,000
94,600,000
69,175,000
77,600,000
232,591,000
73,025,000
23,000,000

$1,609,583,000

p

The $389,762,000 of new purchases made since May 14, have been allotted to

Pursuent 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 mede for the System Account since April 12,

1932,‘the following adjustments were made in the participations of the Federal reserve
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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 371H00,000 +

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 - " " Tt 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 iIn 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.

Digitized for FRASER
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PARTICIPATIONS IN SYSTEM PURCHASES OF BANKERS ACCIPTANCES

The amount of bankers acceptances purchased by the System since Mey 14 has
been negligible, with no allotments being made except (1) a special purchase on
June 14 from a foreign correspondent of $%3,466,000 bills, at a special rate of
1%, in connection with the completion of gold earmarking operations of the foreign
correspondent, and (2) purchase on July 2, from a foreizn correspondent of
$10,365,000 bills, at a rate of 17, in order to provide for payments to the money
markets All of the Federal rescrve banks participated in these purchases except
that the Federal Reserve Benks of Kansas Ciwy, Minicapolis and Dzllas did not

perticipate in the first purchase of $33,466,000.

Attached are statements showing:

Exhibit "A" - Issucs of United States Govermment securitics
purchascd for System Account during period
April 13 to July 13, 1932, thc markets in
which these securities were purchased; also,
the apportionment to participating Federal
reserve banks of the securitics purchased, the
amount that ecach reserve bank participated over
or short of its pro rata share and the reserve
ratio of each TFederal reserve bank on July ll,
1932,

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

Table No. 2 - Plans for redistribution of total holdings of
govermment securities.

igitized for FRASER
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EXHIBIT "A"

oTAEMENT SHOWING I88ULS OF UNIZKD SPATES GOVERNMENT SECURI [TES PURCHASED FOR SYSIEM ACCOUNT DURING PERI-OD APRIL 13 TO JULY 13, 1932,
THE MARKETS IN WHiCH THWSE SiCURI[IES WERE PURCHASED; AL80, THE APPORTIONMENT TO PARTICIPATING FEDERAL RESERVE BAIKS OF THE
S8ECURITIES PURCHASED, THE AMOUNT THAT EACH RESERVE BAXK PARTICIPAIED OVER OR SHORT OF ITS PRO RATA SHARE AND THE

RESERVE RATI0 OF EACH RESERVE BANK ON JULY 11, 1932

ritie rehased Par_Amount Classification of Issues
Treas, Bills due 5/1/32 $ 1,530,000 Treasury Bills $293, 564,000
" * * s5A8/ 5,000,000 Cortificates of Indebtedness 360,180,000
" “ " s/25/32 5,900,900 Treasury Notes 110,222,000
" =" b/1/32 10,500,000 Liberty Loan Bands 108, 301,000
. . " 6/29/s2 7,800,000
- = " 1A3/82 75, 500,000 TOTAL $872,767,000
. " " qf0/32 40,475,000
. " n/2/32 39,350,000
. " " 8Ah0/32 1,000,000
. - " 82A7/32 42,639,000
" "N 8f24/32 32,520,000
. oL 8m/fa 25,500,000
. " 9 f28/32 8,000,000
Cort, of Ind, 6/15/32 - 2 3/a% 10,000,000
,('2 . " 8/1/32 « 3 1/8% 66,850,000 Purchased By Following Federal Reserve Barke In Thoir Respective Narkete
s ®» % = " 9AS5/32-11/8% 24,030,900
” = * " " 9A5MB2-3 % 49,150,000 -
[’(F\ - = = = 10A5/32 - 31/8% 36,880,000 Boston 4 4,1%0,000
19 o & ow e 2/1/33 =3 3/e% 9,156,000 New York 800, 220,000
o = ® e« ® 3A5/33 -3 3/a% 45,225,000 Philadelphia 6,355,000%
= e e o s5/2f33-2 % 102,995,000 Alanta 10,000..
®« w o« & 6A5/3 -1 1/2% 15,900,000 Chizago 51,180,000
Treas, Notes " 12/15/a2 = 3 1/4% 29,047,000 §t. Louls 200,000
" . " 5/2f34-3 % 61,175,000 Dallas 350,000
" * " 6f15/5 -3 % 18,750,000 San Francisco 10,272,000
1st LA Bonds T 6/15/47 - 4 1/a% 2,750,000
#p"- " 10/15/38 - 4 1/4% 106,051,000
TOTAL $872,767,000 ToTAL 4872, 761,000
#0f thie amount $3,205,000 was purchased from the portfolie
of the Federal Reserve Bank of Philedelphia,
AUOUNT OF ZAGH FEDIRAL RESERVE BANK'S PARTICISATION IN ABOVE LISTED PURCHASES
Bark*s Pro Rata Amount
; ) 8hare Based on
. Participet.ons Subsequent Current Current OVFR or SHOR?Y M esrve
At Time . Ad justments in Total Allotpent Allotment Ratios
@ Qf Purchase Purticipations Participations Ratios Ratiose 0f Pro Raca Share July 11/32
Boston # 10,000,000 $ 30,574,300+ § 40,574,520 7 17/4% $ 63,275,500 ¢ -0~ $ 22,701,000 66, 4%
New York 481, 505,500 164,299,00C~ 317,006,500 27 4 235,645,000 81, 361, 500 -0= 9,14
Philadelphia 68,767,000 0= 68,767,000 7 3/4% 67,639,500 1,127,500 0w 53,9%
Cleveland 76,156,500 15, 484,900+ 91,640,500 10 1/24 91,640,500 (= O 55.1%
R4 chmond 12,796,000 15,256,000+ 28,052,000 [ 43,638,500 -0~ 15,586,500 50, 6%
Atlants 21,026,000 18,056,000+ 39,082,000 4 3/a% 41,456,500 -~ 2,374,500 46, 3%
Chicago 111, 280,000 ~-0- 111,280,000 12 3/44 111,280,000 =0~ Qv 7, 2%
8t, Louis 19,625,000 16,618,000+ 36,243,000 4 1/4% 37,393,000 -0= 850,000 54,24
Minneapolis 14,779,000 11,404,000¢ 26,183,000 3 26,183,000 -O= v 50, 6%
Kansas City 12,524,000 19,906,500 32,430,500 51/2% 48,002,000 -C- 15,5M,500 $3,9%
Dallas 8,357,500 0= 8,357,500 33/4 32,728,500 0= 24,37, 000 53,88
San Francisco 36,150,500 _37,000,000¢ 13,150,500 81/2¢ 74,185, 90¢ =0~ 1,034,500 49,3%
TOTALS $872,767,000 $164,299,000 Adj, $872,767,000 100 % #872,757,000 $82, 489,000 482,489,000 56,1% Systen
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Exhibit ma" (1)
MATURITIES OF GOVERNMENT SECURITIES HELD IN SYSTEM LCCOUNT
JULY 13, 1932
SHORT-TERM ISSUES
Treasury Bills, Certificates and Notes
MATUR ING 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
TAL MATURITIES WITHIN 1 YEAR = = = = = = = = = = = = - - - % 1,1%4,192,000
MATURING 1 TO 2 YEARS - = = = = = = = = = = = =~ = = = - = = = = 69,175,000
MATURING 8 TO 3 YEARS -~ - = = = =~ = = = = ~ = = = = = = = = = - ~ 77,600,000
TOTALL ===~~~ -~ $1,280,967,000

LIBERTY LOAN BONDS

First 3 1/2% Liberty Loan Bonds & 73,025,000
" 4 1/4% " " " 23,000,000

{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) 232,591,000

GRAND TOTAL -~ - -- $1,609,583,000

igitized for FRASER
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New York
Philadelphia
$leveland
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STATELITT SHOWING VARIOUS PLALS OF REDISTRIBUTIUN OF SOV.RLaiT SECURIZ InS IMN SYSTxLi ACCOULT

FIGURES AS OF JULY 6,

1332

(000 Omitted)

PLAN 1 PLAN 2

Provides for Adjustment of
Participations to Average

Present Plan - Based on Earning
Retio of All Banks - 56437

Requirmente of ¥ach Bank

PLAN 3
Provides for Adjustzent of Each
Bank's Participation So That Its
Holdinge will be on the same Retio
thkat ite combined Capital end Sur-
plug is to the System Total
Ratioe of Com=-
bined Capital Preosent Holdinge
and Surplus to OGVER or  SHORT

Pﬁ:::;;::on Current Present Holdings Present Holdings
in Allotaent OVER or SHORT Reserve OVER or SHORT
st ount Ratios Sf_Pro Rata Share _Ratios P, tu e
4 95,918 T4 4 0-  §19,26 65.3%  § -0- 31,681
592,54 21 4 163, 354 -0~ 50,07 96, 008 -0-
13, 592 13/% 8,399 -0 53.9% 9,332 0-
173,030 1o 1/21 6,123 0w 54,74 1, 420 -0-
47,132 5 4 ~0- 32,346 50,54 8,618 -0-
51, 560 4 3/4 =0m 23,945 47.84 13, 660 0~
194,092 12 3/4 0- 8, 580 70484 0 143,837
63,529 4l/4 -0- 4,028 54,57 2,973 ~0-
45,587 3 # - 2,101 49,24 8,812 <0
54,629 5 /2% -0- 32,798 52,44 6, 236 0=
20,721 33/M -0- 38,888 56.9% -0- 520
—2 2 S e 532 - S N} -
#1, 589, 583 100% $177,876  $177,876 56,30 8176,038  #176,038
org/

Federal Reserve Bank of St. Louis

Systeq Total = of Pro Bats Suare
71/2% $ -0- 823,240
3z 1/2% 15,926 -0-
10 Y4 -0- 31,340
ST 4 14,071 -Ce
4 9 -0- 15, 451°
3 3/4 -0~ 8,049
13 1/24 -0~ 20, 501
31/2% 7,894 -
2 1/4 9, B;O L=
3 % 6, 942 ~C-
2 3/4 -0- 22,992
1% —L320 __=0-
07 $122, 573  #122,573

TABLE 1i0, 1

PLAN 4
Provides for Adjustment of Each
Bark's Participstion so that its
Excess Casn Reserves will be on
the saze ratio that its Capital

Le Svetem Total

Present Holdings
OVER or SHORT

Ratioe of
Excess Cash
Reserves to

Syatem Total  of Pro Rata Snare
10 3/4% $ - $ 29,000
21 3/4% 97,000 -0-

6 1/2% 35,000 -0~
8 2 18, 000 «0-

2 18, 000 -0-
13/4 19,000 -0-
/e ~0=- 137, 000
2 3/4% 6,000 -0-
11/2% 6,000 ‘-
2 1/2% 4,000 -0-
13/4 8, 000 -0~
—SAfze 15000 __=0-

100% $226,000  $226,000
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Mmount of
Tetal Held-
. ings of
N Govermment
Securities
Besten $ 112,730
Kew Tork 690,828
Philadelphia - 132,998
Cleveland 173,030
Richmond 47,132
Atlanta 51,676
Chicago 267,205
8t, Louls 64,029
Minnoapolie 52,755
{ Kansas City 54,116
A}
Dallas 30,721
‘\1 /8an Francisco 119,191
Totals $1,797,021

STATEVENT SHOWING VARIOUS PLANS OF REDISTKIBUTION OF TOTAL HOLDINGS OF GOVERMMENT SECURITIRS

1932

PLAN 1

Preeont Plan - Bassd on Rarning

Moquirements_of Egch Bank

Current Preocent Heldinge

Allotment OVER or  8HOR?
~Ratios of Pro Rgta Share
7 1/4 $ -0-  $17,699
2 f 205,102 ~0-
7 3/a% -0~ 4,426
16 1/2¢ -0- 115,867
5 % -0- 42,819
4 3/8¢ 0= 33,718
12 3/4% 37.330 -C-
41/41 -C- 12,429
3 % -0- 1,216
51/2% -0- 44,230
3 /4 -0- 36,142

.-V -0- 33,726

FLOUES 44 oF JuLT S,
000 Omitted)

PLAN 2

Provides for Adjustment of
Total Holdings to Average

Ratio of A1l Banks - 56,3

Presont Holdinge

PLAR &

Provides for Adjustment of Rach
Bank's Total Holdings 8¢ That Its
Holdings Will Be On the Same Ratio
That Its Combined Capital and Sure

1lus ) stom Total

Ratios of Com-

bined Capital Present Holdings

100 £ $242,952  $242,932

Digitized for FRASER
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Reserve OVER or  SHORT end Surplus to OVER or SHORT
_Ratios of Pre Rata Share System Total of Pro Rata Share
65.3% $ -0- $ 31,68 71/24 $ -0- § 22,196
50.0% 96,008 -Cc- 32 1/ 106,15 -0-
52.5% 9,332 -0- 10 1/4% -0~ 4,402
54,74 7,420 -0- 10 £ -0~ 6,872
50. 5% 8,618 -0- 4 1 -0~ 24,829
47,8% 13,660 -0- 3 3/ag -0- 15,787
7, 8% ~0- 143, 837 13 1/2% 24,:37 -0~
s4. 5% 2,973 -0- 31/24 1,853 -C-
49.2¢ 8,812 -0- 2 1/4% 12,277 -0~
52, 4% €,236 -0- 3 % 745 -0-
56.9% -0- 520 2 3/a -c- 18,752
50, 5% 22,373 -0~ 7z -0~ 6,740
$175,038 1m0 ¢ $144,578  $144,578

56, 3% $176,038

PLAE 4
Prevides for Miustment of Rackh
Bank ‘s Total Meldings 8o That Its
Exceas Cash Reserves Will 3¢ Om
The Same Ratio That Its Capitsl

328 gurplus Te 7 Too Systin Sotal
ties @

Excess Cash Present Heldings
Ressrves to OVER or SHORT

Syeten Total oL Lre Buts Shale

10 3/41% § “0-. $ 2,00
21 3/a8 97,000 0=
61/2% 35,000 -0~
g ¢ 1e.o_oo 0=
PR 4 18,000 -0-
1 3/4 19,000 ~0-
351/4% -0- 197,000
2 3/at 6,000 Qe
11/2% 6,000 -0-
21/2% 4,000 0=
1 3/at 8,000 -0~
S1/t 15,00 =0
100 1 $226,000  $226,000
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PRELIMINARY MEMORANDUN. FOR THE OPEN MARKET POLICY CONFERENCE

JULY 14, 1932.

The resultis 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 banks. This letter indicated that the funds made
available by security purchases had been largely used to cnable banks to meet
gold losses and to repay indebtedneés at the Reserve banks, and that only a
rclatively small amount remained to provids exccss reserves., In the absence of
purchasos of govermment sccuritics therc would have becn a considerable increase
in borrowings at the Rcserve banks and a continuation of the drastic crcdit dee
flation which had been going on.

As to the effect on the Reserve Sysitem the purchases of govermment se-
curities were a voery small influcncc upon the raoserve position of the Federal
reservc banks, the declines in reserve ratios over this period being due almost

altogether to gold losscs rather than to purchaeses of governmentss

=3

he gencral rosults of the Systom's purchascs of sceuritics werc summar-
ized as follows:

"(1) The very large repatriction of forcign central bank funds
has been accomplished without cny strain on the position
of member banks, and thus one important obstacle to &
morce normal credit position has becm rcmoved,

"(2) The pressurc for liquidution of bank credit which usually
results from the indebtecdness of moember banks has been
materially lightened by a reduction in their total borroww
ings from more than $800,000,000 to less than $500,000,000.

"(3) The decline in member bank deposits has been checked, and

the liquidation of bank credit which had been procesding at

an algrming rate has been substantially retarded.®
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All of these results are real accomplishments in themselves
and have probably avoided very serious conseguences 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 ;esults 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:

Federal Reserve Bank of St. Louis
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Declines in Industrial Activity *

(Computed normal = 100)

High Point Low Point Decline
Date Actual Data Date Actual Data Par 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 8l.9 27
Jan, 1920 111.2 Apr, 1921 7340 34
Lpr., 1923 115,.2 July 1924 873 24
June 1929 114,7 June 1932 (est.) 50,8 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 Yiew 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 epproximate 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 domestie
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 finaneial 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 1932
Standard Statisties 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 prlces, after a month of approxirate stabilization, have

begun to show improvement as indicated by the following figures for principal basic

cormodities.
[
| 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 9.33
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
Petreleum, crude, per barrel 0.873 1,017

The establishment of banking and industrial cormittees in the different
Federal reserve districts should also be listed as among the favorable fagtors, 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 sctivity and
employment of workers. These figures which are shown in full 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. Thils may be

illustrated by the following index figures for activity in different industrics.
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5
Percentage
of Computed
Industry Normal

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

As contrasted with these figares production of the following consumption

goods may be listed:

Percentage
of Computed
Industry 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 computcd normal, whereas the industries classifjed under consumors goods are
operating at a rate 77 per cent of computed normal, Unemployment and wage figures
support $his same genersl 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 primerily,
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 the ysars 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
prohiblitive prices. What is most required to revive these basic industries, is cheap
long-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 aveilable upon

moderate terms. There are three principal fields in which these enterprises now
appear:

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

office buildings and high class apartiments there is a considerable demand for
cheap apartments and moderate-priced private dwellings, and for modernization of
old buildings.

(2} Modernization of existing industrial facilities to keep pace with

recent inventions and irprovements.

(3) Public and semi-public projects.

In addition to these tihree major forms of capital goods there appear to
be many other small enterprises in which a more adequate supply of capital and of

bank eredit 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 capitel market as illustrated in the following
figures for weekly reporting banks:

(In millions of dollars)
Dec. 31, July 6,

1930 1932
Loans:
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
Digitized for FRASER Total loans and investments 22,956 18,532
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By their decrease in investments in §ecurities other than Governments
and their decrease in 1oan:; upon securitiss these banks have thus withdrawn in this
period nearly four billion dollars from the capital market, whereas ordinarily the
banks of the United States pour into this market about a billion dollars a year in
these two forms.

In recont weeks since the Rescorve System began its policy of vigorous
pur.c_:lasos of governmont sccurities therc has been some change in this tendency.
Bank credit as a who}e stopped its rapid declins gnd tended to level out and the
contribution af the ba'nks to tho capital market showed a similar tendency until

the latter part of June whon bank disturbances end mid-year and holiday demands used

up most of the surplus reserves and causcd some resumption in thc decline in credit.
Any program for mecting the prescnt emergency must depcnd upon two forces
for increasing business activity and employment: first, the natural stimulation
vwhich will arise. from a general improvement in the sccurity warket and in the busi=-
ness and financial situation gensrally, and second, the stimulation of activity
through the c«gencies 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 us;d 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 aemount of additional govermment financing,
the floating of which on tho merket during coming months is essential to the entire
program,. Along with this govornmmental program it is to be hoped that & notural re-
covery in the security markcsts and in prices and business itself may be accompanied
by an increased use of the normal channels of financing. To achieve both of these
’

purposes vigorous support by the banks of the country is essential, and an increase

in vank credit.
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CHANGES IN EVPLOYMENT AND PAYROLLS BETWEEN MaY 1929 AND MAY 1932

Iron and steel
Machinery
Textiles
Food products
Papeor and printing
Lumber aund products
Transportation equipnent
Automobiles
Leather and products
Ceront, clay, and glass
Nonferrous re tals
Chemicals
Petroleun refining
Rubber products
Tobacco products

Digitized for FRASER
‘http://fraser.stlouisfed.org/
h:ederal Reserve Bank of St. Louis

(1923-1925 average = 100)

Enployment Payrolls
1929 1932 1929 1932
May May Liay May
100.7 57.2 111.6 30.4
119.1 54.4 131.9 35.9
97.3 62.0 99.3 41,5
97.3 81.0 103,11 72.9
102,.8 83.8 114.3 77.0
89.2 38.6 92.8 22.2
101.5 52.4 116,0 45.9
130.0 59 .7 147.1 53.5
90.3 727 88.1 45,7
93.1 47.0 91.8 302
105.3 51l.4 123.1 3445
110.3 78.3 113.1 66.9
114.4 78.2 118.9 72.5
115.3 66,0 146.5 48,7
9043 67.3 86.1 48.4
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’ INDEXZS OF PRODUCTION
(Corputed normal = 100)

1929 1932 1932

Itens May May June
Pig iron . 114 22 20
Steel ingots 121 24 23
Lead 112 43 -
Zinc 113 35 32
Tin 1L 48 48
METALS 131 31 -
Cotton consumption 109 55 -
Wool mill uctivity 102 38 -
Silk consumption 101 60 -
TEXTILES 105 51 -
Bituminous coal 110 52 48p
Coke 120 40 -
Petroleum, crude 112 72 -
Cement 115 44 -
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 -
Anthracite coal 20 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 _9%6 92 el
TOTAL CONSUMERS GOODS 103 77 -

P = preliminary
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INDEXES OF BUSINESS ACTIVITY

(Computed normel = 100)

1929 1932 1932

Items Mg lay June
Carloadings, mdse, and misc, 104 56 55
Carloadings, other 111 42 38
Exports 102 50p -
Imports 115 60p -
Yuterway traffic 113 34 -
Wholesale trade 103 76 -

PRINMARY DISTRIBUTION GROUP 106 57 -
Department store sales 101 76 -
Chaln grocery 104 77
Ovher chain 107 78 -
Mail order 116 75 -
Advertising 102 59 -
Automobile registrations 1135 3lp -

DISTRIBUTION TO CONSUMIR GROUP 105 70 -
Life insurance 99 73 -
Postal receipts 101 69 -
Electric power 107 68p -
Corporations formed 101 83 -

GENERAL GROUP 102 88 -
TOTAL VOLUME OF DISTRIBUTION OF GOGDS 105 65 -
Production of producers goods 113 49 -
Produc tion of consumers goods 103 7?7 -
Automobile production 136 37 -
Employment 105 64 -
Building construction 115 31 22p

PRODUCTIVE ACTIVITY GROUP 110 57 -
TOTAL VOLUME OF PRODUCTION ~ND

DISTRIBUTION OF GOODS 106 63 62p
Hew York City debits 130 57 -
Shares sold on N. Y. Stock Zxchange 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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FROM:

May 24, 1932

Mr, Morrill

Mr . Smad

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 Aceouﬁt on February 24, 1932 and purchases from that
date to April 27 and from April 27 to May 18, These purchases
have been segregated so as to show -=

(a) Purechases in the open market for system account
(b) Replacement of matured securities

(1) in open market

(2) by Treasury subscriptions

(¢) 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 purchgued
by each Federal reserve bank from February 24 to April 27 and from

April 27 to May 18,

——— .
ELS/fae Divisian of Baak Opuoragimm
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TABLE 1 - CLASSIFICATION OF UNITED STATES GOVEWNMENT ~ECURITIES FELD IN SPECIAL INVSSTUEN? ACCOUNT ON PEBRUARY 24, 1932, AND OF SECURITIFS

PURCHASED FOR SPRCIAL INVESTHENT ACOCOUNT FROM FEBRUARY 25 TO APRIL 27, AYD PROM APAIL 28 TO MAY 1%, 1932, INCLUSIVE

{In thousands of dollars)

[Holdings on Replacements of mstured Lswaes ) :
United States Govern- Yeb, 2L, |Purchases in open market n ! : tion Exchanges in _orggn Market b
ment Securitles 1932 Feb,285=Aor, 27 |Apr , 28-Hay Feb, 25«Apr, 2T |Apr, 28-May 18 l?ob.?b’-&pr.g‘{ Apr 28-May 18 [Ped,25«Apr, 2] [Apr,28«Hayll o
Treasury Bills due on «
m. 2' 1932 17 .925 - bd - - - - - -
Mar, 30 U §,0%0 200 - - - - - 1,070 -
kpl‘. 13 » 3.000 m - - - - - - -
AP’. 97 d 2‘ SOO 1,000 - - - - - - -
May 11 . 10,725 7'?;33 - - - - - - -
May 18 . 8,111 8 - - " - - - - -
May 2§ 6.907 8.000 - - - - - - - ‘”:;;Z_
June 1 ’ - k1,162 - 17,92% 1,000 - - 16,000 - [ &
I =, -]
MO a " -~ 32.800 - 50 - - - 3'500 - \ S“(\g
m’ 13 . - 75. 500 - - - - - - - ) E
:nly 20 L4 e hc.k?s - - - - - - - . - %
July 27 " - o4, 380 15,000 3,800 - - - - - | =5
] 3 H
Aug, 10 v - - 1,000 - 15,000 - - - - | & ©
g, 17 * - - 37,639 - 16,111 - - - - |
fotal Trsasury Bills 53,518 ¥ 239,617V 53,639 ¥ 21,975 ¥ 32,111/ - - 20,500 ¥ -
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PABLE 1 - CLAS-TPICAYION OF UNIDPED STAY?S GOVRRENENT STCURITISS NELD IX SPRCTAL I¥YRSTMENT ACCOUNT OF FPEBRUARY 2%, 1932, ARD OF S2OURITIZS
PORCHASED FOR SPSCIAL INVRSPNRET ACCOUNT FROM FESRUARY 2% 20 APRIL 27, AMD FR W APRIL 28 TC XAY %8, 1932 INCLUSIVE

{In thousands of &llars)

United Stetes Govern - %ﬁﬁf’" - _ e 3
ment Securities § : !me-—- neury Subserintion
1932 Tt
Cortificates of Indebteduras
das on -
ar. 15. 1932 - 24 57 731 5 1,250 - - - - - 10,000 N
Jﬁﬁ& 15 » - 2“3"&% | m }-k 159 /"' - - - - - -
ang. 1 * -~ 3-1/84 ak 800 23,100 16,000 - - - - 2,500 -
“’Eﬁ '15 * - 1"1,” 9":5&0 15-16‘ 3.?50 775 - - - 1,000 2;000
Sept.15 * - 3% 64,0515 45,700 0 2% - - - 2,000 -
Oct, 15 * - 3-1/8% - 5**.156 9,780 10,2% - £,951.5 - 21,000 -
Dee,. 15 ¢ . 31/l - 1.6% - - - - - - -
Ped. 11933 - 3-3/04 1,000 3.800 §,25 u7s - - - - -
Har, 15 * . 3.3/ - 26,470 *24,108 30,250 - 10,000 - 32,700 2,000
¥ay 2 * - 24 - - _ 52,598 - 2,35% - - - 1,000
Total certificates : , Y, / J/ / ‘ v
of indebtedness 242,883 7 165,438 142,530 42,000 2,35% 18,981.5 - 69,2007 5,000

Treasury notes dus on -

Dea. 15, 1932 - 3-1/84 %9.09@ 18,500 18,025 500 - - - 15,000 -
My 2, 19}“ - ” - 51,950 - - - - - -
Totul Tressury notes 59,000 v 12,500 / 69,975 7 500 - - - 15,000 -

(‘\(:'\.
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* ) *
ul: 1 — cussiyiCAfio* abktw s 1 1 eorantm naaxrni hxu> nr snetu ntiw rirm acccdhf or narauBr 2*. 1932, «® or s”roawiss
tobchas® roi srsciAi 1 r n 0 0 acccuxt N0 * maautr 25 to tna 27. aid vrsminn, as tomr is. 1932, mmXx v X

(la thousand* of dollar*)

Batted State* SoT#ra- oan™ N N
meat SMvttiM 1 "*e 2% pttBBimatJUUEMBIJIMFctt— , . 2 . . 0. .. rib«crtptl.-n» t»0m
; ILL. -»J?_£5-Apr.g7 iApr.gg-y«r 18 127 iter.28-ttg Hiyrt.25-Acr.27
LI>«rtf loan Boad» 1t« oa-
oct. 15. 193« - *th 115,0<t0 2*» 9i*5 12,500
J«> 15, 1987 -Ut (0,025 ©
Jene 15 o -17%t - 16,750 2,500 1.000
et e o e eene s Y 27087 125007
Tot*l 9lit«d ilAttl y
@9**raa*at Secarttl™ 566,816 y 1*51.000y  278,6%* Y 6++75 7 3*.*66 7 e 105,700 5,000 /

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

net&Aj, IMsSrs soaks )
CIVISJO™ or smfe opsamols

HAT 19 3 2
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TABLE 2 -~ CLASSIVICATION OF UNITED STATES GOVEREMENT SECURITIZS EEXLD IN INVESTNENT ACCOUNT BY RACH FEDERAL RESERYE BARY OK PXB. 24, 1932

(Exclusive of securities acquired under resale agresment, of partioipstion {a spectal investment .ceonnt. and of securities
held temporerily by Federcl reserve danks of Atlanta and Ninmeapolis pending their sale for the account of member banks)

U. S. Government securities

Zotal boldings

Treasury bills due on -
March 2, 1932
Nay 11, 1¢32
Mey 18, 1932
May 25, 1932

Treasury eertificates dvue en -~
March 15, 1932 . 24
Sert. 15, 1932 - 1-1/8%
Sert, 15, 1932 - 3%

Treasury notes due on -
Dec. 15, 1932 - 3-1/4%

Bonde:
3 Conversion, 1946-K7
3-1/2% Liverty Loan, 1947
N1 /% ‘: First Liberty Loan, 1947
) £

4-1/\$ Feurth Lidersy Loan; 1938
3-3/8% ?ru:nr; bonds. 19%0-43
3-3/8% 1941 N3
Wi 1 r 1oed
% . " 1944-54
3-3/u " 104656
3% . . 1955
3-1/8% . * 1949

FEDERAL RISERVE BOARD
DIVISION OF BiMK OPRRATIONS
MAY 24, 1932

Digitized for FRASER
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BOTE:

( of 4 ) ,

Total [Boston i !;; Phila- Atlanta chiclgo St. ¥ing- K;z:;' Dallas
173,060~ 752/ 125,839/ 6,606/ 1177 21,598 $00- 7,563 ¢ 85/ 10,000 7
33, 4 3z 4% 7

&, 413 - 4,413 - - - - - - -

6: 500 - Go 500 - - - - - - -
10,000 - 10,000 - - - - - - -

12. 573 - 12- 573 - - - - - - -
.\‘5-7-(;3 I1S.040 v _ 23 /

3, 564 - 356 3,200 ¥V - - - - 87 -

12. 515 - 1?. 500 - - - - - 15 -

2,184 - 2,184 - - - - - - -
14,495 457 1wus0 - - - - - - -

1ob. Sl e - bt %Lz v 2 golo J e 20 AY 7.563 y b 1o, o™
. €54 v - 10 - - 15" - -
» 500 - . 500 - - - - - - -

90 38% % ( - 'n 750 2 LT T 500/ - : - "125 /
59,190-C 18 34,542 2, 800 35 19,5007 - 2,321V - -
13,772 - 9, 762 - - - - 10y -/ 4,000V

go 852 EO i“ 67 552 100 - - 20653 1“ 3.(;305/

. 172 1 o2 - - - - -
k2 - 210 36 - - - 166 v - -
2,832 - g2 - - - - . 2,000
536 - - 13 - -/ - urs 48 -
3,915 - - - - 2,098¢ - 1,877 - -

Cleveland, Riehmond and San Francisco - none.

* Inclndes $250 of First Iiberties 3-1/2's and $1,050 of

Frw

Firgt Liberties UY's.
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TABLK ~ — CLASSIFICATION OF U¥IT?D STATES GOTMWIIW BICOBITF ES FEJHCHASSD BT HACH
FEDESUI BISHHTS BAKK FBOW FIBKJART 25 TO APKIL 27, 1932, AKB 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)
ljarsan,g,”,dol sl

U. S. Government I Tetal Sew . Phila- _ Kansas
securities ’ Tordr _. | delphia 1 City
fy M .Jilt
Apr, 22..lals.
Treasury bills due on - \
June 1, 1932 o* *13 *MI3 X B
Treasury certificates due on- *%355 \/
Mar. 15. 1933. 3-3 13.560 #10.00 * **3 505 N
1 W #
Treasury bond*
1951-55. 3* 10 - - 10/
Total 17 75 s 14, /bS 3.205 / 10 ~

Purchasasfrom Aarll 2}

h9. Jla i
Treasury bills due on -
Aae. 10, 1932 *6,000 *6,000 N
1 17. - *10,000 *10,000 / - _
treasury certificates due an-
May 15. 1935. 3-3/** *500 g0 N - -
Total i6,500 16500 / - _

#Purchased in the market to replace matured securities redeemed by the

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

FSDSRAL RESSHY£ BOARD
DIVISION OF BASK OFERATIORS

MAT 2/.1932
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Lichtenstein -~ extract from letter,

"The Federal Advisory Ccuncil has requested me to ssk the Federal
Reserve Board to supply it if possitle with the following information
regarding the open market operations of the System. The Council is
deesirous of knowing by ten o'clock tomorrow morning, Tuesday, May U,
the amount of short time securities in the portfolic of the Federal
Reserve System snd the separate Federsl reserve benks on February 2k
likewise tr.c amount of long time securities inm the portfelio of the Federal
Reserve System and of the separate Federal reserve banks on February ok,
Furthermore, the Council is desircus of knowing in some detall the
purchases mede by the System and the separate ¥ederal reserve banks in the
veriod from February 24 to April 27 ané from April 27 to date, especially
showing the amount of short-time securities and tre amount of long-time
securities, as well as the exact nature of these securities (that.is,
specifically which issues were parchased). The Council is alcc interested
in knowing to what extent these purchases in the period from Febrary p-21t
to date were made in the open market or through tauks and how rmuch was
obtained by direct subscription. The Council wishes to have this information

in order to use it as the basis for a vossible recommendation.

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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"The Federal Advisory Council has regucsted me to ask the Federel
Reserve Board to sppply it if possible with the following information
regerding the open market opergtions of the System, The Council is
desirous of knowiné;hﬁy len o'clock tomorrow morning, Tuesday, May o,
the amount of short-time securities in the vortfolio of the FTederal Reserve
System and the separate Federzl reserve banks cn February 24; likewise the
amcunt of lcng-time securities in the portfolio of the Federal Reserve
System and of the separate Federal reserve banks on February 24, Further-
more, the Coincil 1s desirous of knowing in some detail the piurchases raede
by the System and the separate Federal reserve banks in tre veriod frem
February 24 to April 27 and from April 27 to date, especially showing the
anount of short-time zecurities and the amoint of long~-time secnrities
as well as tre exact nature of these securities (that is, specifically
wvhich issues were purchased), The Council is also Interested in knowing
tc what extent these purchases in the pericd from February 24 to date
we;e made in the open market or throush banks and how mch was obtained

by direct subscripticon. The Council wishes to m® have this information

in order to use it as the h&sis for a possitle recommendation.*
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O{ FEDERAL RESERVE ' Lo
fice Correspondence soizp Date_ . Varch 16, 32\
To_  Mr., Morrill = _ Subject:_Allotment of United States’ quern~

From Mr. Smead

3}& ”“”x ?» o
\ On February 29, 1932, just before the System began increasing its hold- /

ing of securities in the Special Investment Account, the participation of
the Fedsral Reserve Bank of Atlanta emounted to $12,478,000, and there hes
been no change in Atlanta's participation since that date, This $12,1L78.000
does not include $7,000,000 #0ld from its participation to other Faderal re~
gserve 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 5,425,000

Cleveland ° 4,673,000

Kansas City 3,850,000

Totel 70,000,000

It has been the practice to vary, from time to time, the pereentage par-
ticipation of the various Federal reserve banks in the System Account, depend-
ing on thelr expenses, dividends, charge-offs, etc. The following percentages,
based on the ratio that each bank's expenses, dividends and charge-offs for
the year 1931 bore to the total of such items for the System, were set up for
use during the first 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 7-1/4 per cent Chicago 12-3/4 per cent
New York 27 " St. Louis b1/l
Philadelphia 7-3/4 ¥ Minneapolis 3 "
Cleveland 10-1/2 Kansas City Helf2 ¥
Richmond 5 " Dallas 3-3/4
Atlanta hzfu o » San Francisco g-1/2
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 actuel participation of each Federal reserve bank in the Speclal
Investment Account as of last night, and its quota of such securities based

on the above percentages, is as follows:

Federal Participation
Reserve Actual participation based on
Bank allotment ratios
Boston $55,L04,000 $46,169,160
New York 209,500,000 171,940,320
Philadelphia 57,074,000 49,353,240
Cleveland 72,989,500 66,865,680
Richmond 19,080,500 31,840,800
Atlanta 12,478,000 30,248,760
- Chicago 85,362,000 81,194,040
St. Louis 27,280,500 27,004,680
Minnespolis 20,003,000 19,104,480
Kansas City 22,474,000 35,024,880
Dallas 17,363,500 23,880,600
San Francisco 37,741,000 54,129,360
Total 036,816,000 636,816,000

tp://fraser.stlouisfed.org/
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March 8, 1932
Office Nemorandum ) Reserve for depreciation On U.S.
¥r. Van Fossen [/}_\ M bonds and special investment account

Mr. Freeland of the New York Bank advised me yesterday that the reserve
for depreciation on United States bonds -held in special investment account
was allocated to the various Yederal reserve banks in proportion to the ratio
of their participation in the special 1nvnﬁunt account to the total amount
of United States securities so held, It should be noted that the dbsposition
was not made 4n accordance with the ratio of United States bonds in special
investment account held by each bank as reported on December 31, 1931, In
ut_'ting up the reserve for depreciation, the amount of premiums .to be amortised
1{n 1932 was deducted from the bdook value in sccordance with instructions re-
ceived from the FPederal Reserve Board., The par value, book value and market
value of United Stutn bonds held in special investment account on December 31,
the amount of premiums to be amortised in 1932 and the depreciation reserve

det up on each issne were as follows:

Market value
Par value Book walue Qggi E%iggﬂ
Tirst Liberties 3 $80, 025, 000 $81,032,082.80 $78, 324, .15
First Liberties 16, 750,000 17,013, 881,67 16,676, 18,75
Yourth \ L W 114, 536,700,00
Total ' 211, 815,000 216,946,136,08 209,537, 887.50
Premium to be Depreciation
amortised in reserve set up
3232 9n Dec. 31,1931
First Liberties 1,007,082, .80 1,700,531.25%
Pirst ' 263, 881 .67 73,281.25
Pourth . 884

' g,ésa,gaz.ok 2,199, 884,57
Total 3,143%,551.51 3.973.691.07

(See Oharge-off folder 1931 for Original of this memo. -
noted Wgkdie. Smead).

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




i

Reproduced from the Unclassified / Declassified Holdings of the National Archives

DECLASSIFIED

L uthority ;\;O 10561
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Febtruary 17, 1932

Governor Meyer

Mr. Smead 3 33‘3}(

In accordance with your verbal request, I am 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 Ly the sale, on the sams day to the same dealer, of an equal
amoum of short-term securities. The statement covers the period from
Auvgust 1, 1931 to February 10, 1932.

There is elso attached another statement, showing sales of United
States bonds from Special Investment Account to doalers in securities
during the same period, where such sales were accompanied by purchases, on
the same day from the same dealer, of an squal amount of short-tern seouri-
ties.

The only transactions of the above character mede by the Federal Re-
serve dank of ¥ew York for its own account were a purchase of $250,000 of
First Liberties from the Discount Corporation on December 4, accompanied
by the sale to the same corporation of an equal amount of Treasary bills;
and the purchase of $2,000,000 of Treasury certificates from Salomon
Brothers axid Hutzler on September 17, which were offset by the sale to them

of an equal amount of First Liberties.

j Divig u%f:‘;nk Opevauidm
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AUGUST 1, 1931 TO FEBRUARY 10, 1932

e,

SALZS, 70 DRALXRS IN SECURITIRS, OF UNITRD STATES BONDS FROM SPECIAL
INVESTNENY ACCOUNT, WHICE YERE ACCOMFANIED BY PURCEASES OF THE SAME
DAY OF AN RQUAL AMOUNT OF SHORT-TXRM SECURITIRS FROM TE® SANE DEALER-

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

Bate Maturity

3014 to Date Class ( m-;
Saiomen Bros. & Hutsler g. k-31 Tirst Liberties $5, 000,000
Salomon Bros. & Butsler ;4&-31 " . 16, 500, 000
Y. Y. & Hsmseatic Corp.  $15-31 . e 5,000,000
Salomon Bros, & Hutsler I/GO- 7-31  Pourth Liderties 2,000, 000

- Total 28,500,000

h-1/48  6-15-87
4-1/4  6-15-47
4-1/4 61547
4-1/% 10-15-38
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CEERPE Y.

»*

PURCHASES OF UNITED STA...S BONDS, FOR SPRCIAL INVESTMENT ACCOUNT, FROM DEALXRS
© IN SWCURITIES, WHICE WERE ACCOMPANIZD BY SALES ON THE SA¥E DAY OF AN EQUAL
ANMOURT OF SHORT-TERM SECURITIES TO THE SAME DEALER -
AUGST 1, 1931 TO FEBRUARY 10, 1932

Amount |
{par value) |
First Nat.-01d Colony Corp. 8-4-31- Pirst MBO:‘H“- $2,000,0n0° 3-1/2%°* 6-15-47 '

' A

Bought from Date Class Rate Maturity

C. F. Childs & Co.’ 8-2-31- 1,000,000+ 3-1/2° 6-15-B7:
C. F. Childs & Co.: 8-6-31 . . 1,000,000+ 3-1/2° 6-15-32-47-
Discount Corp.- 8->-31- » LI 500,000 3-1/2° b-15-47°
Discount Corp. - 8-6-31+ Fourth Liderties: 1,500,000 4-1/4° 10-15-33-38-
Pirst Bat.-01d Colomy Corp.c 8-11-31' First Libderties: 1,700,000¢ 3-1f/2: 6-15-47"
First Nat -0ld4 Célony Corp.» 8-12-31* . 1,250,000+ L-1/h+  6-15-47:
Pirst Nat,-0ld Colony Corp.. 8-17-31* * . 1,250,000+ L4-1/4* 6-15-47:
Salomon Bros & Hutsler: 8-17-31+ ® L 1,500,000 b1/ 6-15-W7-
New York. 4 Hanseatic Corp,r 8-18-31- * L 200,000 - 3-1/2- 6-15-47-
C. ¥. Childs & Co. 8-18-31:. ¢ .- 1,500,000 - B-1/b . 6-15487.
Discount Corp. - g-18-31- * .- 500,000 3-1f2. 6-15647 .
Discount Corp.. 8-18-31- .- 1,300,000 - 4-1/8 -  b-15-47
Discount Corp.- 8-18-31- Pourth Liderties - 2,500,000 U4-1/4- 10-15-38-
Discount Corp.- g-18-31- » L 2,500,0M0 - U-1f/k- 10-15-38-
Discount Corp.- 8-19-31- ® . . 1,000,070 - 4-1/4 - 10-15-38-
C. F. Childs & Co.- 8-19-31- Pirst Liberties- 1,000,000 - 3-1/2 - 6-15-47"
C. F. Chllds & Co.- §-19-31- ¢ .- 1,0M,000 - 41/l - £-15-U47-
First Hat . -014 Colony Corp.- B8-19-31- * .- 1,000,000 - 3-1f/2-  6-15-47-
Salomon Bros. & Hutsler: 8-20-31- LI 1,00,000 - 3-1/2 -  b6-1%¥8T -
Salomon Bros & Hutslaer. 8-20-31- * .- §,000,000- 4-1/% - 6-15-U7-
C. F. Childs & Co.- 8-20-31- # LN 2,000,000 Loy/4 - 6-15-47-
Discount Corp.- §-20-31° Fourth Liberties.- 5,070,000 4-1/4- 10-15-38-
Salomon Bros & Hutsler: 8-21-31" Pirst Liberties: 6,500,070 W1/4- 6E-15-47-
Salomon Bros & Hutsler: 8-21-31- " L 1,000,000 - 3-1/2 - 6-15-47
C. F. Childs & Co.: g-21-31- LI 5,000,000 - ¥-1/4-  6-15-U47-
First Nat.-0ld Colony Corp.: 8&-21-31- * LI 1,010,000 - l3:1/2- 6-15-47-
Sslomon Bros. & Hutsler. g-2%»31- Fourth Liberties- 1,000,000 - 4-1/4 - 16-15-38 -
C. F. Childs & Co.- 9- G-31- Piret Lidberties- 5,000,000 3-1/2- 6-15-47"
C. ¥. Childs & Co.: 9-23-31- LI 1,000,000 - 3-1/2 - 6<15-47-
Discount Corp. 9-24-31. » . 10,000,070 - 3-1/2 - 6-15-47-
Salomon Bros & Hutsler: 9-25-31 * Fourth Liberties - 3,500,000 - 4-1/4- 10-15-38 -
Salomon Bros & Hutsler- 9-28-31' FPirst Liberties: 1,000,000 - 3-1/2 - 6-15-47-
Discount Corp.- 9-28-31- ¢ . - 1,070,000 - Y-1/4% - 6-15-47 -
Discount Corp.: 9.28-31- * .. 5,070,000 - 3—1/2 . 61507 -
Salomon Bros & Eutsler - 12-7-31- " .. 1,000,000 - 4-1/% - 6-15-47 *
Total 77, 500, 0600 |
KR 08 g
igitized for FRASER g/b
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.A Form No. 131 3*2 Z’ V/

FEDERAL RESERVE

Office Correspondence = Date. Tebruary 5, 1932
To.  Mr. Smead o Subject: 33‘2 17

From __ _ Mr. Myrick /,WA]

aro 2—8405

ﬂ / In compliance with your request I have looked into the question of
ﬁéiwﬁ’ﬁ’ whether 1t is correct to refer to "the amount of U. S. securities allotted
to your bank from the System's Special Investment Account."

Form 34 shows the amount of U, S. Certificates of Indebtedness and
Treasury Bills "Exclusive of certificates and bills purchased through Open
Market Policy Conference and held for our account by F. R, Bank of New York,"

Form B3 shows the amount of total discount and open market operations
"Exclusive of bills payable in foreign currencies purchased abroad and of
U. S. securities bought for or from the SystemNs 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: "PUR-
CHASED SPECIAL INVESTMENT ACCOUNT UNITED STATES SECURITIES FOR FEDERAL
RESFRVE SYSTEM,"

The Secretary's Mimutes of the December,1931 Governors' Conference
refers to "Governor Harrison, Chairman of the Open Market Policy Conference."
The mimites also refer to the "Executive Committee of the Open Market Policy
Conference,”

Form 34 also shows the item "Participation in special investment account -

U. S. securities."

i
i

Davlsxcn of szﬂz f" e af inos I
/ 5’0
| Fiery «:Z .j‘
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FEDERAL RESERVE BANK 22, 3L/

oF NEwWYORK

IN REPLY PLEASE REFER

tdzeneral Ledger Jamusry 2, 1952

Attention of Mr, Smead
Sirs:

The depreciation December 31, 1951 on Special Investment Ac-
count, United States Securities, for the Federal Reserve System as computed

by us is as follows:

Boston $ 388,703.07
New York 1,011,059.67
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 $3,973,697.07
Respectfully,
o AT K
g W. W. Burt,
A Manager, Accounting Department
HEAE

A%

B
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NSO Prepared by Mr, Scudder for Mr. Smead's information

o n’; ;?N\) (to be kept up to date)
(Q“W A - NOLDINGS 1N SPECIAL INVESTMENT ACCOUNT AND AMOUNTS OF PARTICIPATION
\ T REVINQUISNED AND RESUMWD TROM DECRMBER 1, 1931,
o~
1931 ~ New York Richmond Atlanta Dallas
¥ov, 30 112, 894 27,406 14,646 14,632
Dee, 109,894 Dallas resmsed $3,000,000 17,632 Resumed
of amount relinquished in $3,000,000
Ocsoder
Dec. 19 107, 394 Dallas resumed $2,500,000 20,132 Resumed
of amount reliaquished ia $2,%00,000
Octoder
Dee, 23 140,983 Richmond relinquished 24,806 Relinguished
$3, 000,000 to FNew York
Dec. 29 142,010  Atlanta relinquished 12,646 Relinquished
$2, 000,000 %o Yew Yorkx
Dec. 31 14k, 217 Richmond relinquished 19,081  Relinguished
$5, 000,000 % Wew York
o
Jan, 2 154,217 = Richmond relinquished 9,081 Relinquished
$10, 000,000 to New York
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November 4, 1931

STEWART
ST. LOUl3
_H’ ol 3l

Pa¥2 )
YOUR WIRE BY FORZIGN BILLS WE MEAN BILLS PAYABLZ IN YOREION CURREIRCY PURCHASED
FROM FCREIGN CORRESFPONDENTS BY NEW YORX FOR SYSTEM ACCOUNT, ALL OTHYR BILLS

ARE DOMESTIC,

GOLDRHWEISER

D3T :FCOR

igitized for FRASER
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i [ TELEGRAM
| .
| FEDERAL RESERVE SYSTEM :
(LEASED WIRE SERVICE)
202 gb RECEIVED AT WASHINGTON, D. C. "?;;‘e
”,Stleuismmpv 3 212p /Q3¢ ) .4&
Goldenweiser yd

A

;Fcfawfcfﬂ///dehn
) acceptances attached gour letter october 28 calls for domestic

bills and foreign bills separately Crowells dictionary definés

domestic bill &s one drawn and payable in same country while foreign
bill is one drawn in one country and payable in another It also

-

states that a bankers bill is domestic when drawn on a home bank and
foreign when drawn on a bank abroad Under first definitéon dollar
acceptance would be foreign bill and under second a domestic bill

In order to be certain please give us your definitéons

Stewart

325p

19111724 fQbmtuimnt yntirie srmon: 1020 211801
ttp://fraser.stlouisfe;d.or%/ » .
eder&l RéseryeBank o ér./kféoéis’
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PRELINMINARY LELORANDUN, SUBJECT TO REVISION
CONFIDENTIAL August 3, 1931.

IMELIORANDU} ON CREDIT CONDITIONS FOR THE KMEETING OF
THE OPEN MNARKET POLICY 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 eonsiderably reduced from the two
breceding months and nearly as low as the lowest point reached in January as indi-
cated by the following principal indexes.

Jan., Feb. llBr, Apr, May June

F. R. Bank of N. Y. Volume of Trade Index(l) 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 avcrage.

¥hile the weekly indcxcs of commodity price movements shbw a practically
stable lcvel for the past two months, @ number of important individual commoditics
have bcen wecak, cspccially agricultural products, Industrial employment, aftcr
showing at lcast thc usual cxpansion in thco spring, dcclincd in Junc to a new low
levecl for rocent yoars.

The grcat impodiment to busincss improvcement has bocn a scrics of finan
cial disturbanccs both at homec and abroad twhich have unscttlced confidonce. In
June thcerce werc 166 bank failurcs in the Unitcd States, the largest number since
January, with total deposits involved of 218,000,000, thc lorgest since last
December. The preliminary figurcs for July indicatc 89 failurcs with deposits of

$45,000,000, the sume as in lay.
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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
liarch 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
Septombor 66 24
October 72 25
Novcmber 254 186
Dccember 344 367 p Preliminary

But of considcrably greatcer magnitudc than the financial troubles at
home have becn difficulties abroad, which have ineluded tomporary breakdowns of
thce financial structurc in a numbcr of the central European countrics. “hese
cvents in turn have placcd such pressurc on the London moncy market &s to cause
o drain in a few bricf weeks of morc than 150,000,000 in gold, with thc consc-
qucnce that the Bank of England has sought oand obtaincd & central bank crcdit and
has arrangcd by Trcasury minutc an incrceasc of 15 million pounds in its fiducicry
issuoc, A lcsser but contributing factor to fincncial unrcest has beon the addi-
tion of Chilec to the list of South Amcrican countries which have suspcnded payment
on their forcign debts.

Thesc finencial devclopments are only the symptoms of & dceper underlying
cconomic discquilibrium. The worldwide drop in commodity prices has thrown out
of balonce the internationcl trade position of many countrics end has increascd
tho burden of the payrent of international debts to a point vwhere meny of these
countries will hove grave difficulty in mecting their external obligeations., This

disturbance to the balanec of trade has cccompanicd o deelinc in nationsl ineorne
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which has forced out of balance the government budgets of meny countries. At a
time when unemployment is creating great 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 outbresk of financial difficulties in central Europe
therc was perhaps some rcason to hope for a business improvement in the autumn with
somc recovery in commodity prices. Recent developments have decreased the prob-
ability of any such rccovery. It now sppears that in this and other countries a
wintcr of geverc uncmployment and distress is to be cxpected unless some unusual
development now unforeseen occurs to changc the situation. Another wintcr of this
sort may bring with it a severc thrcat to the capitalist system in some countries,
the risk of thc overthrow of conscrvative governments and the danger of critical

social and political disturbanccs in many parts of the world. The situation is

sufficicntly serious to justify the consideration of cvery sound rcmedy.

Fcderal Reserve Position

Sincc June 22 the Federal. Reserve banks have purchascd $80,000,000 of
Government sccuritics under the authorization to purchasc up to $100,000,000,
arranged at the mccting of thc opcn market poliey confercnec on April 29 and
approved by the Federal Rcscrvc Boarde The changos sinec that time in the various
clements of Fedcral Rescrvo crcdit and other factors influcncing the moncy market

are shown in the following tablc.
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(Averages of daily figures. In millions of dollars)

Week Ended Week Ended
June 20, 1931 Aug. 1, 1931 Change
Bills discounted 197 185 - 12
Bills bought 118 66 - 52
U. 8. securities 601 678 + 77
Other reserve bank credlt 30 23 - 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 + 39
Member bank reserve balahces 2,407 2,388 - 19
Miscellaneous 414 491 + P7*

*Due chiefly to increase in balamces of foreign correspondents with Federal
Reserve Banks which now total over $100,000,000.

Bills discounted and acceptances purchased taken together heve 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 securitics nor the gain in gold have placed any morc funds permenently
at the disposal of the member banks, but on the contrary therc arc now lcss froe
funds than g month ago.

Mcmber banks gencrally did not put to active usc the cxcess rcscrves in
their posscssion for some wecks past.e The tomper of the banks has bocn to makce
their position constantly morc liquid rather then to scck full cmployment of their
funds. In pursuance of this aim thcy have rcduccd their loans on securitics and
thoir holdings of securitics other than Governments and have increascd their hold-
ings of bankers acceptances und Government sccuritics. Thchew York banks, in

which the surplus of rosorves contered, hove indeed incrcased their cxtonsions 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 + 39
Other securities = = = = « « « - - 19 - 13 - 32
Totgl = = = =« = = « = + 131 - 178 - 47

* Includes bankers acceptances.

This conservative attitude of the banks and their desire to maintain
their funds in very liquid form operatcs as a limitation to their putting into
active use additional funds which become available.

In considecring the prospcctive influonces upon the Fedoral Reserve posi-
tion for the ncxt few wecks 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 substantiasl imports might easily come.

(2) Bills discounted snd bills purchased appear to be at a practical
minimum. The present amount of bills purchased appearing in the statement as
360,000,000 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 rcach the period when more

domestic bills como into the market, The System appears now thecreforc to have

org/

Federal Reserve Bank of St. Louis



Digitized for FRASER
http://fraser.stlouisfed

Reproduced from the Unclassified / Declassified Holdings of the National Archives

i e

] DECLASSIFIED
z /»Authority T 0. (06 O\

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 thercafter begins to increasc.

The futurc movement of circulation depends not a little upon the state of confi-
donce in bagks. There is now probably as much as $500,000,000 of hoarded currcney.

(4) The increase in forcign balances with the Rescrve Banks has become
an important influcncc on the moncy market, though this movemcnt is probably
necaring its cnd,.

In thc consideration of any furthor purchascs of Government sccuritics
or cqually of credits to forcign countrics qucstion ariscs as to tho gold position
of tho Roscrve Systom and how much lcoway the Systom has for further such opcra-
tions., It may rcasonaebly bc assumcd that at the prescnt time for the first time
in reccnt years purchascs of Govermment sccuritvics would causc vory little if any
rcduction in discounts or aceccptanccs, but would bc followed mainly by an incrcase
in mgmber bank rosorvc balances, (unlcss somc other causc not now forcscen opcrated
to absorb thc funds). On this assumption $35 of gold would bc rcquired to be sect
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 Reseorve notes to replace the
discounts or bills liquidated. Thc effeet of investmonts in forcign bills which
arc not under prescnt arrangemcents cligiblc as collatcral for Federal Rescrve
notus would bc somcwhat similar to the cffcet of buying Govcernment sccuritics.

Thce various possiblc cffcoets arc shown in the attached table,
The emount of froc gold availablc to mcot these or other rcquiremonts,

such as an cmcrgency demand for currcncy, is shown in the following tablc both for
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the system as a whole and for the several Reserve banks. The first column shows
the gmounts 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 Rescrve

Board on the basis of information from the Rescrve banks,

"FREE GOLD'" OF THE FEDERAL RESERVE SYSTEM

(Figurcs as of July 29, 1931 - In millions of dollars)

Actual Potential

District Frce Gold* Free Gold**
BoSton = = = = = = = @« = v - - - - 32 48
New YOork = = = = = = = w0 o o = =« = 469 623
Philadclphia ----------- - 40 68
Cleveland = = = = = = = = = = = = « 60 75
Richmong = = = = = = « = « = = - = - 8 7
Atlanta = = = =« = @« « e =« - v - v - 5 7
Chi CAB0 =~ = = = = = = = = = = = « = 69 149
Ste LOoUls = = = = = @ = a = & « - - 7 11
Minncapolis = = = = = = = = = - ~ = 5 5
Kansas City - = = = = = = = = = = = 13 8
Pallas = = = = «w @ 0 0 6 = - .- - - 6 9
San Francisco = = = = « = = = = =« « 24 76

System - = - = - = = -~ - 748 1,086

* After providing collateral for all notos actually issucd to
Federal Reserve Banks,

** Computed by Division of Bank Operations of Fedcral Rcsorve Board
assuming provision for collatcral for only a minimum supply of
Fedcral Reserve notes issued to the banks but not in actusl

circulation.
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CHANGES IN FEDERAL, RESERVE SYSTEM POSITION
RESULTING rROM $100,000,000 CREDIT TO A FOREIGN BANK OF 1SSUE
Assunmptions

1. That the credit is entirely used.
2., Thet foreign bills purchesed are not evailable as collateral for Federal Reserve Notes,

Position after buying $100,000,000 of Foreign Bills
If Proceeds Are Used|If Proceeds Are Used| If Deposit so Created
Actual Statement to Earmark or to Create Deposit is Used to biake
July 8 Export Gold At Reserve Banks Payments
(millions) (millions) (millions) (millions)
Totel Reserves $ 3592 —»$ 3402 $ o502 $ 3502
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 Banks 40 40 — 140 40
Other 48 48 48 48
Total 2527 2527 —» 2627 — 2627
‘Reserve %
Combined 84.2% — 8l.%% - 82,% — 82, %%
Against deposits after
providing for note
collateral 66.3% —> 62.4% — 63.8% —~ 63,56
Free Gold Remaining 792 — 692 757 757
Effect on Merket None None Gain of
100 million

If 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 thet billes bought would
show no increese fram 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 items showing change
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THE FEDERAL RESERVE BOARD
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April 19, 1930.

Dear Sir:

loney market- and related developments since the
last meeting of the Oven Market Policy Conference March
24~25 have been such as to lead to some thought here, as
elsewhere, that the relation of the Federal Resérve 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,

R. A. Young,
Governor.

TO0 ALL GOVERNORS.
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FEDERAL RESERVE BOARD

WASHINGTON

X-6556

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD Mar ch 81 , 1930 .

SUBJECT: Revision of Open Market Procedure.

Dear Sir;

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

On March 24th and 25th, a meeting was held for the consideration
of open market volicy attended by representatives of the twelve Federal re-
serve banks. At the conclusion of the regular business, a thorough discus-
sion was had regarding oven market procedure in the l1ight 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 madg.

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 Heserve 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 e 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, (leveland, Philadelphia and Chicago for one year; and that the
conference adopt a principle of reasonable rotation in the membership of
the Executive Committee after the first year.

By order of the Federal Reserve Board.

Very truly yours,

B. M, McClelland,
Assistant Secretary.

TO THE CHAIRMEN OF ALL FEDERAL RESERVE BANKS.

(Enclosure)
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(Draft of onen market procedurc as revised at the meeting of the
Federal Reserve Board with representatives of the
Federal reserve banks on March 25, 1920,
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 Harket Policy Conference, is set up in its place.

(2) TThe Oven 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 oven
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 aporoved 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 »nromosed policy snall be expected to acquaint the
Federal Reserve Board and the Chairman of the Ixecutive Committee with the
reasons for itg 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 adonted by the Open Market Policy
Conference and aporoved by the Federal Reserve Board, and to hold meetings
with the Board as frequently as mav be desirable,

(8) ZEach Federal Reserve Bank particinating in the Open Market Policy
Conference shall be considered as waiving none of its rights under the
Federal Rescrve Act; each Federal Reserve Bank shall have the right at its
option to retire as a member of the Open Market Policy Conference, but each
bank while a member of the Conference shall respect its Conference obliga-
tions. M
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(Draft of proposed open markst procedure as revised at the meeting of
the Yederal Reserve Board with the representatives of % % N
the Federal reserve banks on March 25, 1930.) 4 "f

i A s OO
————

M{

(1) The Open Market Investment Commi ttee, as at present constituted, is
hereby discontinued and s now committee, voluntary in character, to be known as
the Open Market Policy Conference, is set up in its place,

(2) The Open Market Policy Cimference shall consist of a répresentative frm
each Federal Reserve Bank, designated by the Board of Directors of the bank,

(3) 'he Conference shall meet with the Federal Reserve Board upon the call
of the Governmor of the Federal Reserve Board or the Chairmen of the Executive
Commi ttee, after consultation with the Governor of the Federal Reserve Board,

(4) The function of the Open Markst-Policy Conference shall be to consider,
develop and recommend policies and plens 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 comslusions andfor recommendations of the Open Market Policy Conferw
snce, when appreved by the Federal Reserve Board, shall be submitted to each
Federal reserve bank for determination as to whether it will participate in any
purchases or sales recommended; any Yederal reserve bank dissenting from the pros
posed 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 Conferemce 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
Tederal 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 ss waiving none of its rights under the Federsl Beserve Act}
each Federal Reserve Bank shall have the right at its option to retire as a member
of the Open Markst Policy Conference, but each bank while a member of the Conference
shall respect ite Conference obligations,.
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The Open karket Camittee, including informmlly representatives
of all the ressrve banka, hns considexed the informution subuditted in the
Chaimun's preliminary rwcwrondun, by the ‘ederul leserve bourd, :nd by
roprosentutivos of the several bunks.

“hile Treasury tax psriod operations huve distorted the neur-time
viow of the monoy asituation, it in sleur that since the meetins of the Jom=
mittee on Jamiarxy 28 und 29 momey conditions have sused subatantially and
money hus beeome more {reely ev.iluble und the ewue hus hecn extendod fyom
m short time %0 the long tire money murket.

The “axrilttoe bulieves the steps elreudy token Ly the Federal
Jeperve ysien in ensing the money market ihrough open murket operctions
have gone as Lar in providing the stimulus of sasgy wonsy for business use
a8 semis desiruble nt this time. 7The Cormiitee believes that at preecnt
there is no ocsouaicn for further purchases of Loverment securitios.

In the intercst of flexibility and propurednsss l'or the unex-
pocted, the Comiittuo fuvors a reduction in the minblmun buying rute on
bills, fixed by the ileserve .ourd, to Wﬂ?&. It 4a the sense of the
moeting, however, thut in tho absonce of uorw developuments thut cunnot

now be antigipated, bills should not be bought below Wo.
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REPORT CF THE SECRETARY OF THE OPEN MARKET INVESTMENT COMMITTEE 53?)1 ‘5

T0 TEEZ MEZTING OF THE COMMITTEE AT WAS&;NGTGN ON gﬁﬁfﬁﬂggﬁuzgso

At the time of the last meeting of the Open Market Investment Committee,

which was held at Washington on January 28 and 29, 1930, the total holdings of

govornment securities in the System Special Investment Account amounted

S . e e s e ea -« = - - - - #277,500,000

There was no change in the total amount of holdings in the System

Account during the period Jemuary 28 to Merch 5, 1930. In view

of declines in the bill portfolio of the Systom and pending a

meeting of the Open Markst Committes, the Federal Reserve Bank of.
,New York, with the approval of the Federal Reserva'Board, purchased

approximately $50,000,000 of governmsnt securities which have been

to such reserve banks as desired to participate, and made

i:part of the special investment account. These purchases were

made during the following statoment weeks.

Weak ending Wednesday, March 12, 1930 - - - - - - -~ 264,750,000
" " " " 19, 1930 - = - - - - = _ 23,000;000

Total amount of holdings close of
business Wednesday, Merch 19, 1930 - - - - =~ $327,250,000

The Fedsral Reserve Bank of San Francisco, at its request, was appor-

tioned a sufficient amount of the new purchases of govermments to increase its

participation in the System Account to approximately its proportionate share of

the total holdings in the Account. The resorve banks that expressed a desire to

participate in these purchascs and the amount that each bank receivad were as

followsys

Boston $ 3,482,500
New York 6,219,000
Philadelphia 3,234,000
Cleveland 4,726,000
Richmond 2,736,000
Minncapolis 1,817,000
Kansas City 2,860,500
San Francisco _24,875,000

Total $49,750,000
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The prineipal changes in the make-up of the government sscurities in
tho System Account since January 28, 1920, none of which affected the total amount

of holdings, were as follows:

Fcbruary On February 18, the Federal Rescrve Bank of
Dallas eskoed to be relieved temporarily of
$5,000,€00 of its participation of govern-
ment securitics in the Syst=m Account,.

Those securitics were taken ovsr temporar-
ily by thz Federal Ressrva Bank of New York

3 on Fzbruary 18 and apportioned on February

E 19 to the othesr reserve banks which cared

to participate, with th= understanding that
the Federal Rescerva Benk of Dallirs would re-
purc¢hase these securities within sixty days.

February Exchange in the market of $15,000,000 5 1/8%
Treasury certificates due March 15, 1930,
for a like amount of 3 1/2% Treasury notes
due 1930-32, anticipating the maturity of
the certificates.

February Exchange in the market of $25,250,000 of
the 350,250,000 Treasury Bills due lfarch
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
offering.

March 17 Redemption of the balance of 425,000,000
Treasury Bills due March 17, 1920, which was
offset by purchase in the market of a like
gmount of short-term governments.

j There were also changes in the idsues of governments which have had the
gffect of decreasing the emount of the longer maturities and increassing the
? amount of the shorter maturities.
The Federal Reserve Bank of New York is still holding in its invest-~
ment mccount approximately $112,000,000 of short-term governments which were pur-
chased in the market last fall ns previously reported. Lt the present time

these securities consist of the following issues:
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. ﬂ59 U. S. Treasury Bills due May 15, 1930 $ 11,000,000
4 7/8% Cert. of Ind. " June 16, 1930 10,301,000
31/8% " LA " Sept.l5, 1930 28,463,000
31/4% " " " " Decs 15, 1930 1,615,000

3 1/2% Treasury Notes " Mare 15, 1930-32 30,941,800
31/2% * " " Sept.l5, 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, coﬁsisting principally of June, Septem%ér

and December 15 certificates, to replace a sale to be made to the Treasury,
account Sénking 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 Konsas City resumed par-
ticipation in System purchases of bills and asked to be allotted $5,000,C00
additional bills. At its request, $5,000,000 of bills were solq to the Kansas
City Reserve Bank fram the portfolio of i#fie New York Reserve Benk, and sgain on
March 15, by request, a similar sale was made in the smount of $3,0004000.

On March 4, owing to its low earnings, the Federnl Reserve Bank of

Minnenpolis asked for a lmrger 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 follows?

*Boston Chicago
New York Sty Louis
: *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 showing:

Exhibit "A" -

Exhibit "B" -

Exhibit "C" -

Exhibit "D" -

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. ‘

Bills purchased outright by the System by
weeks from January 3, 1929 to March 19, 1930.

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 192¢ and
entire year 1929.

Actual net earnings of all Federal reserve
banks for the months of January and February
1930.
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Authority f,O . l 0 6()\

%) EXHIBIT "A"

STATEMENT SHOWING HOLDINGS OF GOVERNMENT SZCURITIES BY F@DERAL RESFRVT BANKS
(Excluding Sales Contracts)

! Participation by Federal

A Qutright Holdings of reserve banks in System

| Government Securities Special Investment Acct.

J by Federal reserve Government Securities

i banks as at the close as at the close of

! of business March 19, 1930 Business March 19, 1930 Total

; Boston & 706,600 4 20,162,500 $ 30,869,100

| New York 116,402,600* 105,571,000 221,973,600
Philadelphia 15,010,100 31,697,500 46,707,600
Clgveland 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 7,790,280 10,957,000 18,747,250
Kansas City 3,000 5,920,500 5,923,500
Dallas 2,987,800 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 issucd to cover
the overdraft, and includes $4,000,000 held temporarily for resale to
Treasury.

CLASSIFICATION OF ISSUES OF GOVERNMENT SECURITIES
HELD IN THZ SYSTSM SPECIAL INVESTMENT ACCOUNT
CLOSE OF BUSINESS MARCH 19, 1930

U. S. Treas. Bills due May 19, 1930 $ 26,000,000

4 7/8% C/1 due June 16, 1920 60,610,000
31/8% " " Sept. 15, 1930 80,075,000
31/4% " " Dec. 15, 1920 36,000,000
31/2% T/N " March 15, 1932 37,555,000
31/2% " " Sept. 15, 1932 31,635,000
31/2% " " Dee. 15, 1932 34,925,000
4 1/4% 4th L/L bonds Oct. 15, 1938 20,450,000

Total $327,250,000
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Bostam or
$1560 § 8,624 § 7,68
3,72 18,009 7,047
4, 1 10,624
1,148 u.b_a 1,107
1,726 16,870 1,694
550 9,382 5,346
Qe 25,2 5,099
1,564 8,457 05
1,51 13,2% 2,204
39 2,m8 5,569
1,506 9,752 7,508
4,701 5,648 12,097
”y ?,0Mm 6,504
1,665 6,732 2,531
4,28) 3,528 2,504
2,M6 8,3 Q6
3,050 13,843 8,654
1,442 7,408 n
3,230 4,385 9,634
1,742 6,282 11,98
1,442 3,004 6,390
1,5%4 4,85 2,902
1,040 4,008 1,355
114 2,810 2,88
a»n 4,374 9%s -
1,68 15 6,608
-0~ N 1,210
604 s -0=
i1 ] 1,575 8,654
864 4,80 0=
720 3,00 0~
4,857 2,038 6,707
2,28 3,90 2,09
2.6“ ‘.”’ ,.’“
1,411 2,919 8,265
1,334 16,19 2,1
1,131 13,090 13,974
35T 1?.556 512
1,004 14,113 52,986
1,125 ’, Q,63
962 13,9566 18,963
1,744 2,323 30,092
5 6,053 0=
3 12,%2 0=
18 75 200
12 m 1,785
383 O 0=
-0 1,35 2,820
1,48 11,650 9,944
84 17,630 19,750
1,187 8,974 297
L3 _3.298
$100,474  $406,402  $416,010

§ 16,208
126

s
" 25,267
16,000

18,564
14,728
30,392

9.162

15,500

1,585
17,260
17,745

15,657
9,263
6,02
8,137

28,97

1,59
14,019
18,280
10,224

1,758
5,363
5,693
5,319

6,621
1,270
8er

10,229
4,81

3,031
8,745
6,748

12,511

11,184
38,210
27,064
2,77

67,099
5,291
32,929
32,45

6,053

12,862

975

2,096
-0~

4,17
21,594
37,380

9,27

=423

$822,412

565
2,629

480,617

Y3 T

EILLS PURCHASED QUTHICHT BY SYSTEM 3Y WEEXS

23 oD AN 2 ¥, 19, 1330, INCLUSIVE
i (Y

1930

INIREASE or DECREASE

‘in lHeldings

includ

Sales Comtracts

) : : : “ew York ystem
Phila. Sloweisnd Richaead Atlanta Chicage Minn, Dallag ," fan Fran, Totals  Qoerations " Operstions
-0~ $ 150 -0~ 2,782 -0~ $ 508 W10,059 3 48,39 $26,635~ & 7,256~
1,251 547 127 1,727 -0~ T4 3,297 f‘.b&t 10,283~ 4,139
539 357 -0- 1,554 ~0= 509 1,684 36,559 26,014~ 27,021~
-0- 1,134 1,430 290 -0~ 672 912 24,170 15,620~  13,609-
n1 75 112 883 e 505 1,298 27,935 17,956= 24,367-
1,308 568 125 517 -0~ 1,069 5,582 25,431 18, 448~ 19,684~
476 250 201 1,088 -Q- 1,57 2, R4 37,497 25,738- 35, 422=
253 B 1,201 1,39 0= 2”03 263 15,944 15,273~ 21,561~
ot 55 405 92 -0- 729 1,935 24,984 14,398~ 29,431~
1,510 150 200 623 -0- 1,093 2,589 2,213 12,323-  21,543-
863 “y 1,302 25 ~0- 808 3,294 26,574  35,520-  46,243-
1,424 1,305 657 6n Qe 602 3,400 30,972 17,464 23,411~
»l 275 340 95 -0~ 1,002 353 20,567 13,573~ 33,724-
-0 228 403 14 -0~ 1,840 952 15,294  13,862- 17,386~
2,042 134 718 20 -0~ 642 241 15,761 13,772~ 16,290~
Qe 25 1,214 a8 -0 22 a8 16,304 2,116+ 148+
-0- -0~ 524 539 -0~ ne 1,086 30,747 20,847+ 29,246+
250 218 1,287 192 -0~ 1,132 1,698 15,567 13,132«  13,240-
8 101 761 728 -0- 1,682 323 22,251 8,759- 11,074~
0= 400 650 830 e 1,308 1,624 26,453 5,063- 3,121-
502 100 806 1,480 0~ 1,100 1,742 19,343 15,983~ 20,067~
-0= 200 1,145 204 -Q- as 847 14,373 4,566+ S,172=
-0~ 225 991 n ~0~- %9 743 11,834 6,402+ 1,370«
2 ~O 303 450 ~0- 654 1,769 10,756 22,822- 27,085~
1,050 a3 178 648 -0~ gre %9 10,367 762~ 4,193~
-0= -0- 531 629 -0~ (ST ] 354 11,744 3,282~ 8,917~
-0~ -0~ 851 50 -0- 720 -0~ 2,936 2,137- 7,946
-0~ -0 729 k] -0~ 1,20 00 4,244 1,793+ 1,662+
Q- 458 575 526 0= 1,125 869 15,151 1,426 1,204+
0= 147 298 61 -0~ 500 &3 8,187 6,197 5,725+
-0~ ~0= 14 470 -0- »o 68 5,912 2,361+ 4,591+
0= 38 365 1,326 -0 738 1,757 19,504 32,877 38,727+
104 354 1,830 -0~ 82s ,Nno0 16,410 3,94, 14,252+
58 85 1,060 ar 0= 514 2,82 23,827 17,515+ 24,377+
1,1% 100 1,563 324 -0- 993 2,069 20,690 21,232+ 26,402+
-0~ 350 2,089 425 -0~ 814 868 46,113 32,231« 39,313«
200 160 1,140 631 -0- 501 1,839 34,868 17,408+ 18,874+
75 358 208 614 -0~ 1,04 . 2,314 23,978 20,267+ 22,331+
.} 65 682 476 -0~ 866 2,317 75,936 54,263+ 58,884
~O= 166 2,72 1,970 -0- 686 2,789 62,3200 4,265+ 10,333+
460 -0- 1,347 551 -0- n 2,334 41,297 24,876 26,959+
N 316 1,618 348 -0 57 933 39,434 22,944 19,273«
0= 995 560 746 -n= 204 1,013 9,260 29,993-  39,498-
0= -0~ 1,044 349 -0- 752 250 15,421 4,698- 9,511~
0= -0- 1,460 387 -0- 27 750 4,524 25,230~ 30, %62
0~ 50 1,210 579 0= 1539 1,492 6,198 3,994~ 15,681~
-0- 100 364 328 -0- 383 2,151 4,292 25,306=-  2%,516-
-0= ns 645 550 -0- 400 636 7,908 662- 97-
0= 97 737 3,657 Q= 362 3,23 32,360 57,179« 65,322+
-0~ -0~ 770 1,415 -0- 654 1,47 42,340 15,558- 12,429~
0= 177 1,133 2,128 -0- 87 1,473 19,520 38,602¢ 45,532+
~0- 135 3,148 2,392 =0~ 423 2,093 54,752 15,383 37,266+
{11,353 $12,653 943,056  $41,909 ~0- $39,430 88,850 &,246,754  $62,778-  §92,149~

EXHIBIT "B*
Doalers
Operations
With Othsr
Beceived  Seat
$ 1,557 & 9,808
5.574 7,422
2,513 5,604
2,852 3,060
2,010 2,00
27 5,582
903 6,257
3440 3,515
2,58 . 4920
3. 575 S 5. 20
2,556 " §, 49
1,866 1 '!‘,\Qm
3,40 6,278
3,436 2,858
4,739 3,744
2,42 3,55
1,904 3,653
2, 1,7
2,080 z’.ya
1,384 2,11
4,747 2,403
5,083 3,203
6,212 2,082
3,000 4,900
2,547 4,945
2,080 10,43
3,83% 237
7,227 2,973
2,646 (%11 ]
4,785 1,15
81 2,083
2,938 4,853
2,003 4,123
3,824 1,323
1,125 1,403
5,645 3,252
5,133 3,008
6,220 2,80
4,0M0 3,129
1,516 1,537
3,457 4,30
10,067 5,299
6,629 3,758
3,495 1,155
3,577 1,053
4,42 2,297
6,963 2,024
4,385 2,57
3,17 3,097
4,696 3,254
3,296 3,0n
—nb3 DS
085,645 §204, 415

"7
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K [Authority $0. (056,

Mo IO e .
;* Vo s
FEXHIBIT "B" (a)
CLASSIFICATION BY MATURITIES OF BILLS PURCHASED
BY FEDZRAL RESERVE BANKS IN THEIR RESPECTIVZ DISTRICTS
DURING THE PERIOD FROM JANUARY 3 TO DECEMBER 31, 1929
AND FROM JANUARY 2 TO MARCH 19, 1830
(EXCLUDING SALES CONTRACTS)
(000 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 3 100,474
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
Richmond 2,858 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 17,875 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 5 12,154
New York 182,869 103,884 44,623 1,063 332,439
Philadelphia 1,778 5,267 6,893 0 13,938
0leveland 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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STATRMENT SHOWING EARNING ASSET HOLDINGS OF ALL ¥-D-=RAL RESERVE BAYKS MARCH 19, 1330 COMPAR D WITH PRIVIOUS WEEK AND MARCH 20, 1929; ALSO mr )nm: or =
BARNING ASSETS FROM JANUARY 2, 1930 TO MARCH 19, 1930, INCLUSIVE, COMPARED JITH CORR SPOMDIYG PHRIOD 1929 AND RTIRE YEAR 1929 p
(000 Omitted) 3
. vy
Boston New York Phila, Cleveland Richriond Atlania Jhicago St,louls Yinn, l(m. City Dallas m Totals %
. o
Bille Discounted - March 12 $22,705 $33,148 438,424 $34,316 $16,685 $24,319 $38,358 $14,450 $2,190 $14,722 49,634 0_11.35\ $ 266,338 S
. 19 18,365 30,810 32,492 25,263 14,707 17,765 24,179 12,341 2,252 13,274 5,802 -~ 8,294 - 205,634 8
. R I
N s w
Net Change 4,340 2,338~ 5,932~ 9,053- 1,976 6,554~ 14,179~ 2,109- 62+ 1,448~ 3,742- 9,095~ 60, 704~ . E
J - %
. 1 g—
B111s Purehased - March 12 10,489 60, 558 10,232 28,024 12,724 16,779 29,762 15,187 13,917 10,316 12,591 35,959 256,538 @
" " * 19 5,150 7,431 9,404 25,828 12,007 15,154 26,328 13,656 12,925 11,760 10,747 34,027 185,017 =3
. =
Net Change 4,739~ 53,127- 828~ 2,196= 7n7- 1,625- 3,434 1,551 992~ 1,444+ 1,844= 1,930 7,521~ %
! =
G-«r-anf. Soe\u'itinl - March 12 . 27,442 233,430 45,224 33,231 10,086 8,771 71,459 19,266 17,264 3,063 20,635 24,236 514,113 s
. " 19 30,869 252,974 46,707 35,416 12,822 8,826 72,519 19,266 18,746 5,923 20,635 36,1 561, 429 3
" Net Change 3,427+ 19, 544+ 1, 483+ 2,185+ 2,736+ 49+ 1,060+ -0- 1,482+ 2,860+ =0 12,500+ 47,326+
" fotal Karsing Assets - March 12 61,636 337,186 94,880 95,571 39,493 49,875 139,579 48,933 33,37 28,10 42,860 77,584 1,049,069 p————
" . " "9 55,984 291,965 89,603 86,507 39,536 A1, 745 123,026 45,293 33,923 30,957 37,274 79,057 960, 87¢C P :
. =3
Net Change 5,652~ 39,221~ 5,277~ 9,064= 43+ 9,130~ 16,553~ 3, 640~ 552+ 2,856+ 5586w 1,473+ 88,199~ l =
_ ’ -
&g
- f e
Comparison of Weekly Averesge o y,
Baming Asssts I~
wn
Jan. 2, 1930 to Mar, 19, 1930 64,811 387,867 100,765 111,114 45, 445 50,610 163,885 57,979 30,813 30,229 41,29 69,225 1,155,978 ==
Same period 1929 116, 1848 342,040 125,308 145,095 59,731 21,121 245,233 6B, 427 39,588 52,725 54,026 137, 861 1,468,009 N (P>
Entire yoar 1929 99,695 37,248 120,236 138,383 63,530 50,105 194,135 66,041 40,016 55,420 51,655 114, 486 1,394,950 I) g =
ln Chun‘o from nlo period 1929 52,037- 45,827+ 24,523= 33,981~ 14,288~ 27,511- 81,548~ 17,448~ 8,775« 22,496 6,809~ 68,642« 312,031~ [ -
" entire year 1929 34,884 16,619+ 19,451~ 27,2¢9- 17,087 20,495= 50,250~ 15,062- 9,203~ 25,191~ 4,438~ 45,261 248,972~ ‘
Jemparigon of Eqrning Assete
March 19, 1930 55,984 297,9¢5 89,603 86,507 39,536 41,745 123,026 45,293 33,923 30,957 37,274 79,057 960,870
* 20, 1929 85,419 290,218 137,002 131,099 54,999 63,96C 284,925 78,000 36,913 54,914 37,40 116,852 1,371,
Net Change 29,435~ 7,747 AT, 409~ 44,592~ 15, 463- 22,235~ 161,929~ 32,707 2,990~ 23,957 136~ 37,795 410,901~
ST ARY_FOR SYSITEM
Bills Discounted for week $60, 704
Bills Purchased for week 7,521~
Government Securities for week 47,326+
Total Earnin- ieseta for week 88,199~
Comperison of Weekly Aversye of Wumming issete Jar, 7, 1330 to Yerch 19, 1930
with same neriod 1929 312,031=-
Comparisor of 'ieekly Averagie of w:riirns Assets Jan, 2, 1237 to Yarch 19, 1730
with entire yezr 1529 238,972~
Comparison of harming Assete l'urer 19, 1947 with Mucel 20, 1929 410,901~
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A
o 2IILS PURCHASTD QUTRIGHT BY SYSTEM RY WREKS e SXHISIT "B"
» EROM JAMJART 3 00 DEZTESTU Y 29 KD PR FATUARY 2 TO VARSH 19, 1939, IVILUSIVE N
- {007 Orizted] INSREASE or DECREASK - Dealers
; Holdiugs Operations
Includ o8 Cantracte #ith Otasr
- Weeks New York : : New York™ i i o
Epdins Bosten Banks “Dealers iotal Phila. Sleveiand Aicrtmond Atlenza .hicaz0  linn, Dallas San Frg, Totnl= Qperatiens \&2‘1-' Received Sent
Jan, 9 $15,601 § 8,624 § 7,584 16,308 § 2,925 -0 $ 150 -~ § 2,782 -0- v 304 10,059 3 48,329 $26,633~ t\‘r;gsa- $ 1,557 ¥ 9,808
16 8,792 18,089 7,047 25,136 3,058 1,25 s47 127 1,727 -0~ 747 3,297 44,684 10,283~ 4,139 5,574 7,422
23 4,605 14,543 10,624 25,167 2,144 539 337 ~0- 1,554 -0 509 1,584 36,559 26,004~ 27,021 2,513 5,504
30 1,148 14,833 1,107 16,00 2,524 -0- 1,134 1, 43¢ 233 -c- 672 372 24,170 15,620~  18,609- 2,852 3,060
Fep, 6 1,726 16,370 1,594 18,564 3,135 11 RE] 112 38s - 505 1,298 27,035 17,956~ 24, 367~ h 2,010 2,031
13 550 9,382 5,346 14,723 1,129 1,305 568 125 377 -0- 1,%69 5,582 25,631 18,448 19,684~ 327 5,582
20 816 25,293 5,073 30,392 553 476 250 201 1,038 -3- 1,517 2,104 37,997 25,738 35,422~ 903 6,257
27 1,564 8,457 705 9,162 369 259 -0- 1,201 1,949 -0~ 983 263 15,744 ' 15,293« 2,561 3,441 3,578
¥arch 6 1,519 13,258 2,244 15,500 3,311 418 515 405 592 -0- 729 1,935 20,984 14,38- 29,431~ 2,52 .
13 57389 2,013 57567 7,585  2,.24 1,510 150 200 625 -o- 1,093 2,539 2,013 12,823~ 21,543~ 3575 5'33
20 1,596 9,752 7,598 17, 260 1,227 863 469 1,902 25 -0- 208 3,294 26,574 35,520~ 46,263~ 2,556 5"5,
27 4,701 5,648 12,097 17,745 516 1,424 1,305 257 421 0w €92 3,400 30,91 17,464~ 28,41~ 1,866 17:510
April 3 99 9,075 5,554 15,657 1,410 492 275 340 35 -0 1,212 353 20,563 18,573~ 33,724~ 3,80 6,274
10 1,665 6,732 2,531 9,263 1,539 -9- 229 405 14 -n- 1,490 952 15,234 13,862« 17,386~ 3, 436 2,853
17 4,28 3,525 2,504 6,029 1,594 2,042 134 718 20 -0~ 642 241 15,761 13,772 16,290~ 4,739 3,744
24 2,896 8,31 DEs 8,737 2,554 0= 25 1,214 218 -0~ 22 338 16,304 2,06+ 148+ 2,40 3,55
Moy 1 3.053 13,343 2,654 22,87 2,387 0= ~0- 524 539 -0~ M4 1,036 30,747 20,847¢ 29,246+ 1,904 3,453
[] 1,442 7,408 191 7,599 1,699 250 278 1,287 192 -0- 1,132 1,498 15,567  13,132= 13,240~ 2,311 1,175
15 3,230 4,385 9,634 14,019 1,399 8 101 761 728 0= 1,682 323 22,251 8,759~ 11,074 1,080 2,904
22 1,742 6,382 11,898 18,280 1,623 -C- 400 650 830 0 1,308 1,626 26,459 5, 063~ 8,121- 1,984 2,211
29 1,442 3,334 €,330 10,224 1,946 502 100 806 1,480 -9~ 1,13 1,742 19,34 15,983~ 20,067~ 4,747 2,403
June 5 1,594 4,856 2,902 7,758 2,113 -0- 200 1,145 204 ~0- 518 847 14,379 4,566+ 5,172« 5,083 3,203
12 1,040 4,007 1,355 5,363 2,117 -0- 225 991 m -0- 969 743 11,384 6,402+ 1,370+ 6,212 2,082
19 14 2,810 2,383 5,693 991 2 ~0- 303 450 ~0- 654 1,763 10,766 22,822- 27,085~ 3,000 4,900
26 339 4,374 345 5,319 87T 1,050 13 178 648 -0~ 874 763 10,367 %2~ 4,193~ 2,547 4,945
July 3 1,686 15 6,506 6,621 1,305 -0~ -0~ 531 629 -0~ 68 354 11,744 3,282~ 8,917- 2,080 10,463
10 -0~ -0~ 1,210 1,270 45 0= -0- 851 50 ~0- 720 -0- 2,936 2,13% 7,946- 3,336 37
17 604 847 ~0- 8er 124 -0= -0~ 29 30 0= 1,20 700 4,244 1,793 1,662+ 7,227 2,913
24 598 1,575 5,05‘ 10,229 ™ a0~ 458 575 526 Q= 1,125 869 15,151 1,426~ 1,204+ 2,646 6,818
31 864 4,831 ~0- 4,831 588 O 147 298 61 -0- 500 398 8,187 6,197 5,725 4,785 1,15
Mg, 7 720 3,031 -0 3,031 1,090 -0~ -0- 143 470 -0~ 390 68 5,912 - 2,361« 4,59+ 91 2,083
14 4,859 2,088 6,707 8,745 1,356 ~0- 3% 365 1,326 -0 738 1,757 19,504 32,877« 38,727 2,938 4,853
n 2,28 3,99 2,819 6,748 1,558 104 -0~ 354 1,830 -0 825 2,no 16,410 3,98+ 14,252 2,003 4,123
28 2,686 6,585 5,926 12,511 3,644 598 85 1,060 a7 -0~ 514 2,42 23,807 17,515+ 24,377 3,824 1,323
Sept. 4 1,41 2,919 8,265 11,184 1,856 1,190 " 100 1,563 32 -0- 993 2,069 20,590 21,232« 26,402+ 1,125 1,403
1 1,334 16,719 21,431 38,210 2,023 ~0- 350 2,089 425 -0~ 814 268 46,113 32,281« 39,313+ 5,645 3,252
18 1,18 13,09 13,974 27,064 2,202 200 160 1,140 631 -0~ 501 1,339 34,868 17,408+ 18,874+ 5, 733 3,098
25 35T 15.556 515 2,77 2,304 75 358 208 614 -0- 1,048 . 2,514 28,978 20,267+ 22,831« ! 6,220 2,860
Oct, 2 1,004 14,113 52,986 67,999 2,938 am 31 682 476 -0~ 866 2,317 75,936 58,263+  58,804s | 4,'_\"?0 3,19
9 1,125 9,828 Q,63 51,291 1,981 -0- 166 2,132 1,970 ~0- 686 2,789 62,300 4,065+ 10,333+ 1,516 1,537
16 962 13,%66 18,963 32,929 1,943 460 -0- 1,547 551 0= n 2,334 41,297 24,896+ 26,999« 3,457 4,30
23 1,744 2,323 30,092 32,45 952 351 316 1,418 348 0= %57 333 39,434 22,846« 19,273+ 11,067 5,299
30 5 6,05 -0 6,053 284 ~0= 995 560 146 -n= 204 1,73 9,760 29,993- 39,498~ 5,629 3,754
Nov. & 3 12,2 -0- 12,82 160 o= -0~ 1,044 38 -o- 152 250 15421 4,698-  9,511- 3,495 1,155
13 18 ”s 200 975 707 -0~ Q= 1,460 387 0= n 760 4,524 25,230~ 30, 862~ 3,577 1,058
20 12 a1 1,785 2,09 338 -0 50 1,220 5719 0= o 1,492 6,198 9,994  15,681- 4,412 2,297
27 8 [, -0~ 573 -0 100 364 328 -0~ L) 2,151 4,282 25,906~ 26,516~ - 6,963 2,024
A O 1,35 2. 820 41N 14 -0- ns 645 550 -0~ 00 686 7,308 662~ T97- 4,335 2,579
Pee 1n 1,48 11:650 9:9“ 2,54 1,285 -0- 97 737 3,657 -0~ 362 2,20 3,360 ST,179e 65,322+ 5,27 3,037
13 84 17,6430 19,750 37,380 1,220  -O- -0 70 1,45 -0- 654 1,47 S0 15,538 12,49~ 4,696 21254
224 1,187 8,974 297 9,27 565 0= 177 1,133 2,128 Q= sy 1,478 16,326 38,602« 45,532+ 2,296 5,031
a —p a2 2 . 13 38 5,392 =0 2 _2m 13,383 37,2660 803 __l.ns
TOIALS  $100,474  $406,402  $416,010 $822,02  §80,617 M17,353  M1Z,653  $43,056 41,909 - #5,40  §85,850 8,246,754 2,778 92,14~ $185,645 4204, 415
s 2,359 25,766 7,338 33,1C4 1,385 -0 599 1,790 615 0= 661 2,240 42,761  56,5:4- 73,042~ 13,068 7,113
T 05 8359 20,5 30,900 51,49 1,88 - 650 303 975 -0- M 400 64,000 510 418 mn e
22 1,627 19,398 14,187 23,585 1,608 -0~ 473 965 1,107 =0 592 3,70 3,1 25,774 24,958~ 5,075 3,40
P 563 10, 74¢ 4,834 15,574 1,160 -0- -C= 942 137 0= 356 1,13 20,645 30,555- 39,917 3,09 3,5%
72 37,970 14,294 52,264 1,83 -0~ -0~ 769 49 -0~ 595 .22 58,211 36,257  3,n% ¢ 7,154 2,18
™o - G013 8,97 15,086 se4 - o~ 426 1 -o- w2 a0 11,200 19,318 19,0 2,65 1,08
19 613 37,852 12,451 50,283 878 o= 403 96 730 708 550 2,902 51,163 1,000 4,963 4887 1,837
2 2,175 30,38 15,677 %,058 2,585 -0- 50 32 3% 547 a0 1,%30 $4,467-  12,031e 18,28 5,34 10,582
Mar, 5 900 28,464 3,858 32,322 1,15¢ 0= 23 496 721 854 326 5,427 42,469 24,578 28,104~ 11,34¢ 5,93
12 301 8,74 2,587 11,101 219 =0 514 225 2,960 ~0- 443 984 16,865  10,9M=  14,664= 8,640 3,n8
19 8s 4,567 18,217 638 == 100 =0 330 =C= 281 152 20,123 62,031« 0dee a5 8,006
Digitized for FRACTALS $12,154  $229,547  $119,446  $348,993 15,938 -0 $3,072 $ 6,333 $9,054 §2,109 45,009 926,857 ¢4 427,579 $1mn,623- $206,585~ 472,850 $48,110
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Exhibit "D"
STATENINT SHOWING ZARNINGS
OF ALL FEDEXAL RESERVE BLNES
FOR JANUARY AND FEBRUARY 1930
Ratios Based Actual Net Farnings
on Fach Bank's Percentage of Available for De-
Expenses and Gross Tarnings Each Bank's Gross preciation Allowances,
Dividends for January and Earnings to Total Reserves, Surplus and
Year 1929 February 1930 Gross Tarnings Franchise Tax
Boston 7 % $ 445,949 5.21 ¢ 38,553 (4)
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
stlanta 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
Minncapolis 3 1/4% 316,516 2.53 18,810
Kansas City 5 3/4% 287,316 5.36 61,488 (4)
| N
:
1 Dallas 5 % 335,257 3.93 71,816
San Francisco 9 1/2% 444,679 5.19 71,798 (4)
Totals 100 % 18,563,480 1004 2,057,811
Total for same period 1929 - - - - - 35,623,183
") Defiecit
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STATE/ENT SHOWING APPROXIVMATE AMOUNT OF NET PROFIT THAT WAS REALIZED ON VARIOUS
SALIZS OF UNITED STATES GOVERNMENT SECURITIES HELD IN THE SYSTEM ACCOUNT AND
IN THE FEDERAL RESERVE BANK OF NEV YORK INVESTIENT ACCOUNT

__ DURING PERIOD _OCTQBER 31, 1929, TP MARCH 20, 1930.

Investiment
System Account
Account ¥.R.B. N. Y,
Net Profit on Sales During
Period Oct. 31, 1929, to Mar. 20, 1930
on Various Zmount of Holdings $180,126.83* $540,204.06
Approximete Amount of Prpfit to be
Realized on Sale to Treasury in the
Near Tuture of 350,000,000 ~ 3 1/2%
Treasury Notes at Par 97,460.85 113,962.50

* 2174,403.53 of this smount is being held by the Federal Reserve Bank of New
York in Suspense Ascount, to be distributed at the end of the current year.
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The most imﬁortant devéIOpment-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
Decenber, and February in turn was very slightly better than Januarys. But the
improvement- 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
arpears 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 19284 and 1927 business was supported in recessions by
a continued substantial volume of building construction, but in the past few monthg
building has continued at a low ebb without any indication yet of substantial

Tecovery.

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 antiéipated,
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 periocde 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 Rescrve banks was drawn down to exceptionally low figurcs, thus putting funds
into the market, and at the time of the tax poriod the excess of funds in the
market as a rcsult of large Treasury disbursemcnts covered by aneoverdraft could
not be absorbed in the usual way by a reduction in member bank indcbtednesse. And

as a conscquecnce there was a considerable volume of frcece funds available in the
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matkst which tonded to depross moncy rates rapidly. On March 19 total bills dis-
counted for the Federal Rescrve Systam were (206,000,000 as comparcd with
3407 ,000,000 on January 29. The decline in mongy ratcs in this period is in~

dicatced in the accompanying table:

January 29, 1930 Mareh 21, 1930
Rates for Commercial papcr 4 3/4 ~ 5 4
90 day bills (offcred ) 4 21/2
Call money (rencwal) 41/2 3
Time money 4 1/2 (nominal) 3 3/4
Bank rates to customers in Jone 15 Fobe 15 M%E%g%5
. New York Dedl 5608

On March 18 the New York Cluaring Housc roduced deposit rates by 1/2
of onc per cent except for the rate on bank deposits which rumained unchangcede
In the carly part of this pcriod rates tended to move rather sluggishly
and to refleet rathor slowly the fundamental changes in the credit position, but
during the latter part of the period the deeline became preeipitous and during
the tax poriod oven more¢ rapid than the fundamental credit situation appcared to

justifye.

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 relstion to the busi- -
ness situation beeause it mgkes possible the carrying forward of many business
undertakings which had been postponed because of the condition of the bond market%

The stock .iarket remained.iriegular until the past week when. it made & -
considerable recovery with more active trading than for some time., Brokers loans

as reported to the Federal reserve banks have risen $500 ,000,300 gsinee the last
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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 Pederal Treserve reports, but it reflected in part also

th. recent recovery in stock prices.

BANK CREDIT

The total volume of bank credit continued to dccline until the end of
February but since that time has risen avout $300,000,000 and is now about as
large as at-the middle of January. The incrcasc has becen mostly in security
loans, as so-called commercial loans have rcomaincd closc to the lowest pbint of
tyc Vear. In the week cnded March 19 bank investments showed their first sizable

increasc, part of which resultced from subscription to the new Treasury issue.

FZDIERAL RESERVE POSITION

In the face of continucd business depression and a rapid downward move-~

ment of moncy rates changes in Federal rescrve bank discount rates hasve taken

place more rapidly than was anticipated at the time of the last meoting. Since
that time two changcs have been made in the rates of the New York and Cloveland
banks and onc changc in the ecascsof Boston, Philadelphia, Richmond, Chicago,
St. Louis, Minneapolis, Kansas City and Dallas.

Du-ing the carly part of thc period the Rescerve banks werc sucecssful
in pursuing the policy adopted at the January meceting of holding their bill
portfolio at a leovel closc to the level of the latter part of January, which was
betwoen 275,000,000 and $,300,000,000. Early in March, howcver, it became clear
that, with & deeline in the total volume of bills in the market, and an inercasing
demand for bills from banks and othors sccking 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, uandertook to purchase 50,000,000

of Government securities. A1l reserve banks were advise¢ 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 Qollars)

January 22 March 19
} Bills discounted 433 206
Bills bought _ 298 185
U. S. securities 477 561*
Other securities 15 9
Total bills and securities 1,223 961

* Tneludes $29,000,000 of the $44,000,000 special one~dey Treasury certificate
of indebtedness to cover overdraft on that date; a 715,000,000 participation
in the certificate was held by a New York Member bank.
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February 28, 1930.

Dear ¥r. Cuse:

1 scknowleize receint of and thank you for your letter of

" A

- February 26, with reference to the Open Market Investment Accéunt.ﬂ

Very truly yours,

R. 4. Young,
Governor.

Mr. J. B. Lzee, Deputy Governor,
Federal Reserve Bank,
Yew Yori:, New York.
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F FEDERAL RESERVE BANK

| CONFIDENTIAL oF NEw YoRrk February 26, 1930.

Deer 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
FebruaryAlg,]IQSO. There has, however, been some change in maturities.
Our individusl 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
merket, 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

LT
.

NG

agoe

The bill market this week has had a considerable influx of new

ARD MER]

bills. Banks sold freely to the market the first part of the week and alsod

made rather substantiasl sales to this bank, with the result that the outrigh

purchases for the System through this bank increased by about $10,000,000. ,25;
Sales contracts also increased slightly. Bill dealers' portfolios remain
substantielly unchanged at $114,000,000 tonight. Our purcheses from dealers
have about offgset 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 banks' 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 todsy money has teen

comfortably easy.
: Faithfully yours,
Honorable R. A. Young,

Governor, Federal Reserve Board, Je. H. CASE,
ilashington, D. C //3 0 Deputy Governor.
igitized for FRASER  Rbd. Gt woige 2, ?f - e :
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T Tanuary 25, 1930.
PRELIMINARY MEMORANDUM e
TO THE OPEN MARKET INVESTMENT COMMITTEE 4TS TG

Jamary 28, 1930.
AT the last meeting of the Open Market Investment Cormmittee on November
12 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 hes been a
severs liquidation of credit against securities under circum-
stances which constitute a serious threat to business stability
at a time when therc werc already indications of a business
recession. This seems clearly to indicate the need of having
thgq Federal Rescrve System do all within its power towards
assuring the ready availability of money for business, at
reasonabls rates,

"In view of these circumstances and for the purpose
- of evoiding eny 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-
~ercasa the open market holdings of the Federal rescrve banks
through the purchese of bills if they can bc acquired in
sufficiont amounts without interfering with thsir present
desirable distribution, and if not, through the purchasc of
Government sceurities."

The committee recommended that to saccomplish these purposes it be granted
authority to purchase not to exceed $200,000,000 of Government sescurities,

The Federal Reserv: Board approved this program on November 25, and it
was also appréved by a majority vote of thes Governors' Conference on December 11,
Since November 27 purchases have beon made under this authority totaling
£155,000,000, bringing the holdings in the open market account up to $277,000,000
and the total security holdings of the System up to $477,000,QOO. The purchases
wore all meds prior to the first of the year.

Results Accomplished

The purchasg of securitics appears to have accomplished a considerable
part of the results which the committee hoped for. During Dccamber, when there
is ordinarily & considerable incrcase in resdiscounts, no increase took place, but
on thz contrary there was some decereass, facilitated by the retirement of credit
called into use in connection with the stock market break. After the first of

the year the seasonal retiroment of currency and credit, togethsr with a continusd
Digitized for FRASER
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liquidation of security loans enabled the member banks to decrease their indebted-
ness 8till 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 conducgve 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 avajilable 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 ratss reflect in part the slownass 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 Systen which are highsr than

has usually been the case with the present volume of rediscounts. Morigage money

in particular is not yet freely available and the bond market still has limited

nbsorptive 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
osnks are now less than one per cent higher than at this time in 1929, a year to
vear increase which is less than the usual growth of credit required by the Eountrys

business.
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Condition of Business

The recession in business activity which began in the late summer became
nmore 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 & seasonal recovery from the low point
in December in the automobile, steel, and a number of other lines of business, but
it is too éarly to judge whether the recovery has been morc than the usual seasonal
gain, Cormmodity 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 conseguence
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 %o a new high figurs 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 ontstanding than usual. This was due primarily to an extra-
ordipary 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 Systsm 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 ratces 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 plaée. Under these circumstances it seems possible, however, that the
spring liquidation of the System's portfolio may be somewhat slower than usual,
dspendent somewhat upon the System's buying rate for bills.

Foreign Exchanges and Gold Movement

During November and December when considerable amounts of fofeign funds
were being withdrawn from New 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 Europes, foreign exchanges have
weakened, and gold exports have ce@sed. Most of the exchanges are so far below
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.

§
§

i

A
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FEDERAL RESERVE BOARD E VR

WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

X-6484

January 23, 1930.

SUBJZCT: Open Market Procedure.
Dear Sir:

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

It may be recalled that it was in April, 1923, that
the present procedure with regard to open market operations was
adopted. In the preceding year many of the reserve banks, in
order to maintain portfolios of earning assets, entered the mar-
ket on their own separate accounts to nurchase United States
Government securities, without much regard to the effects of
their operations on the market for Govermment securities or on
credit conditions. It was found necessary, in consequence, to
give to open market operations a status which recognized their
credit effects and ecconomic 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 opcrations
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:

"That the time, manner, character and volume of
open market investments purchased by Federal rescrve
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 Chivago.
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Although the necessity of giving to open market opera-
tions a System status was recognized in 1923, it was not then
foreseen how much use would be made of the open market operation
as an instrument of Federal reserve credit policy. As a matter
of fact, freguent resort has been taken to open market operations -
elther by purchase or sale of United States Govermment securities -
as a mode of policy in the five years following the 1923 arrange-
ments.

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

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

"The Federal Advisory Council without
any intention of criticising the present
arrangements but in order that all governors
of the Federal reserve banks may participate
in the discussions leading up to actions of
the Open Market Comnittee 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 barks with an executive
comeittee composed of five members with full
power to act."

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

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

(2) BEach Pederal reserve bank to be represented on the
Open Harket Policy Conference,

deral Reserve Bank of St. Louis
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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 accomaodating commerce and
business and with regard to their bearing upon the credit situa-
tion.

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

(7) A comnittee to be known as the Open Market Executive
Committee to be constituted for the purpose of executing such
purchases and sales of gecurities as have been approved by Fed-
eral reserve banks and the Fedaral 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 exnression to the
common interest of the Federal reserve bavks in matters of open
market policy and to provide a reasonsble 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.

70 CHAIRIMEN O 4LLL ra Re BANKS.
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‘ RESOLUTIONS APPROVED BY FEDERAL RESERVE BOARD AT
MEETING ON MARCH 22, 1923.

by Federal rcserve banks;
tion upon open market purchases by Federal reserve banks;

may exercise an important iniluence upon the money market;

market;
ment markets from time to time,
of the Federal reserve banks, to—W1t

of such purchases or sales on the general credit situation.

as at present, under so-called "Repurchase" agreement.

X~4586

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

Whereas the Federal Reserve Board has never prescribed any 1imita—
Whereas the amount, time, character, and manner ¢f such purchases

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

Whereas heavy investmenta 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-

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

(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

. (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,

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 new committee known as the Open Market Investment Committee for
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the Federal Reserve System, said Committee to consist of five repre-
sentatives fuom the reserve banks and to be under the general super-
vision of the Federal Reserve Board; and that it be the duty of this .
Committee to devise and recommend plans for the purchase, sale and
distribution of the open market vpurchases 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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' Form No. 131. M

’ Office Correspondence ™ = y  Jemary 9, 1930

| Mr. Varn Fossen . E.@%% -
To Jir. Saced Subject: - o R T ,{‘“
From

f 2—8%96

|

| The Governors at their conference held in Vashington in December 1929,
agreed that after January 1, 1930 profits amd losses on all cperations in

\ - the open market iuvestment aceount, whether detween the marticipsiing danks

i or with the market should bes carried with the suspense account in FNew York

‘ and distriduted at the end of the year. (Page U of report of Governor's

conference)

J——

- . S e

. -y
Div.c cu of Bank Operations

Jo-730

File No. .= 9=.8.9
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REC'D-BK. 8P JUN 14 qon

I

FEDERAL RESERVE BANK OF NEW YORK

- o, )
June 12, 1929. 5 2 T4 5}

Dear Governor Young:

y .1 have your letter of June 10 acknowledging receipt of my communication of
June 5 on the sibject 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 banks should not report them as a contingent
liability. These transactions have ordinarily been handled in two different ways,
vie:

(a) By outright purchase, as in the case of the $5,000,000
Treagury 4s recently acquired from the Federal Reserve
Bank of Kansas City, and

(b) By the temporary acquisition (om 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.

When 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 some cases the selling banks have hai 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 t0 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.

It 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 & 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, and for this reason the contingent liability
if shown would have to be eliminated in the consolidated ‘statement of the twelve
banks.

We 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, (s) J. H. Case,

Washington, D, C.
Deputy Governor,
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June 10, 1829

Deay Mr. Case:

I acgknovledge reseipt of and have brought to the
attention of the Board your letter of June 5th, regarding
the status of e Open Mgrket Investment Account snd cone
ditions in the bill and Govermment securities markets.

The Board noted pertisularly that the Committee
has taker over from tho Foderal Reserve Bank of St. Louls
I4berty Loan and Treagury bonds in the smount of
47,125,000, and from the Foderal Reserve Bank of Kansas
City Tressury bonds amounting to $5,000,000. The question
has besn relsed ss to whether Federnl reserve banis in
making sush temporsry sales of securities to other Pederal
reserve baniks should not report them es & oontingent lia-
bilitye Ve here are not familiar with the exast terms of
the transeetions and do not mow whether thore is a defi~
nite obligation to repurchsse, or merely an understanding
that the selling bank mey take beok the seourities if and
when it desires,

I would appreciate it if you would furnish me
with a eopy of whatever agreement may be entered inte
in oases of this kind and let me 'mow whet you think of
the ides of reporting securities tsmporarily sold to the
Aogount ae = contingent 1iability,

Very truly yours,

Re A, Young,
Governor

Mre 4. H. Case, Deputy Oovernor,
Federal Reserve Bank,
Digitized for FRASER

s New York, §. Y.
f}
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Form No. 131
FEDERAI. RESERVE

ffice Corresponuence =

TO__'__,;r;_‘mr Subject .

aro 2—8405

M- Dootor Miller:
I £4nd in my records of the Openm larket Committee mseting of
Friday, Decemle r 19, 1924, the following:

"Meeting of Open Marlcet Comsities,

"The Commities filad a very interesting report of operations
sovering the period through Docamber 1B5%h, showing that, as a
whole, they had taken some monsy out of the marketj Oovermor
Strong sald they would put wp the acoeptance rate to 3% on
Monday, and then would awsl$ eventualities.

“Dr. Miller suggested that they should pul wp the asoeptance
rate above the diecount rate of 3#. Oovernor Strong sald this
wouid be ridiculouns.

"Dr. Miller said that acceptanos rates should be increased se
as to drive asceptances oat of the Pederal Reserve banks,

Dr. Stewart sald the System ought %o 58ll some Goverrment securities,
and Govermor Strong said vary likely they would do this.®

Perhaps the above doss not quote you correctly. I did not ses,

at the time, why your suggestion would de ridiculous, I appreciate
fully that ia the open muriet a banker's acceplance should take a
better rate than a promissory note, but when the Federal Beserve bdash.
has taken a promissory mots, it bears the endorsement of a membder '
and makes the papor not very differcat, I should think, im point *{

worth, from the bankor's adceptance. If, for axm;»l\a, we desire B
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encourage the growth of promissory notes as against acoeptances, I
see no reason why it would be ridiculous to put a discriminating
rate on agceptunces.

Yery sincerely ours,
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o / ' FEDERAL RESERVE A i
Office Corresponiuence =~ Date December 28, 192§
To.. My, Cunmimghams Subject: "’2“5‘3 ) 2 t/

From __ Mr., Smead

In accordance with your regueat I sm handing you herswith
a statement showing changes in the Special Investment Accoumt by months
from January 1927 to December 206, 1928, together with Gold Exports and
Imports during the sams period.

As soom as figures for the full year 1928 bscome available we
will have the statement brought up to date and will at that time show the -
principal countries to shich gold wae exported and from which gold was

imported,

L

et
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, GOLD zxronms AND IMPORTS AND HOLDINGS OF U, S. @ECURITIES IN
- A : SPECIAL INVESTMENT AQCOUNT

(In nillions of dollars)

U. 8. Securities - Special (old Imports ard Export: during Month
Investment Account ~ Net ~
Date Amount at end of | Change from pre- Exports Imports Imports (¢)
month ceding month end Exports (-)
1927 - |
Janvary 201 - 11 15 9 + W
Podruary 200 - 1 2 22 + 20
March 206 + b 6 16 « 11
April 201 - 5 3 15 s 12
May 221 . 2 3 34 . 3
June 250 + 29 e 15 + 13
July 269 + 18 2 11 + 9
August 353 + B85 2 8 e 6
September - 367 + 14 2y 13 - 1
October 399 +« 3 11 e - 9
November 420 + 21 55 2 - 53
December 423 e 3 78 10 - b7
Total « 211 : 201 208 + 6
1928
January 300 - 123 52 . 38 - 14
February 2 - 27 26 15 s 1}
March 265 - 8 98 3 - 95
April 160 - 105 96 5 - 91
May & - 718 8u 2 - 82
June 84 + 2 100 20 -80
July 85 + 1 It 10 - 64
August *75 - 10 2 2 ¢+ 1
September 75 - Y L #
Ostober 75 - 1 14 e 13
Kovember 83 + & 23 30 e 7
Decembder (to Dsc. 76 - 7 1 22 + 21
26)
| Total to
| Des. 26 - 347 560 166 -394

# Les: than $500,000
* Exclusive of $16,500,000 of U. §. securities taken over
temporarily from the F.R.Bank of St. Louis.
** Exclusive of $5,000,000 of U. S. securities taken over

Digitized for FRASER temporarily from the F. R. Bank of St. Louls,
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FEDERAL RESERVE
vifice Correspondence Date_ savenber 19, 1828,
To____Mambers of the Board (I{ndividually) Subject: SR . «° % "?)&fr

From ¥r. iddy.

ero 2—8495

There $s quoted delew for your iuformetion the sugrested revisios
of the Upem Zarket Investuent {rocsedurs of the System, veceemmenisd My ths
Soverassra' Conforense, s smonded end adopted by the Joint Uonferesce of the
governors «ad Nederal iecesrve igents on Fridsy Sovender 18.

tH

*(1} 7That the Upen arket investment Comelitee, whish is now
composed of fiwe lovarnors, be snlarged me a3 to invlude the osther seven
Sovernors, snking R Committes of twelve, provided that in cuse of the
Lnadilicy ef sy Jovernor %5 sttend, an altornmate shall be appolnted dy
the Direetors of his Bank

*(2) That the Cemmittes of twelve shall seleot from its meubership
aa ixseutive Committes o sonsist of five asmbers, whioh shall cerry ioto
offest the polieies fraom time T4 time deteralsed by the full Committes

*{3) That 16 shxll bde the fumotion of the Opem Market Iavestment
Somuithee to sonsid », prepure sod reccunsnd plans with regerd to the
‘purchuss or sale of sesurities in the open nerket for ssoount of the
fed-ral iwserve lysten or participsting federal reserve benks,

*{4) That the time, msaner, s rier sad volume of sush purchases
and sales sbull be goveraed primerily with ths riew of svommodating
oonmeres and Yusiness «5d with regard to thelir Sesrisg upew the zenersl
oredit situation,

*(5) That the weetings of the pem iariet lavestment Cusmittes, shich
shall b oalled either by the Bocrd or by the ixzesutive Cemsities of the
Opem Harket Invesbtowat Committes shall de beld in vashington or st sush
other plses s may de arreunpged by the Cnairmmn of the Jsecutive Comuitten
of the Jpem dariet lovestuent Committee and the Txetutive Offloer of the
Pederal Seservs dewrd.

{8} That the pricedure at meatings ef the Upen larket luvestnent
Committes shull e isn the Mturc as in the peal, S0 wit; that tiew Commitiee
stall comuider and wob upos the recdsmmudaticas of the Ixuccutive Comaittes
snd shall then nest with the Federsl dsserve Josvd Lo dlascuss Lhose
reqomaendations with senbers of the Jeourd fur sech retion zs the Dourd
ey dosm propere” /
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Form No 181.

Office Corresponden

To Mr, Goldtnnturm B

From_ M. Smead

I am attaching herete reporss covering purchases and sales of
ssourities by the Yederal Ieserve Bank of New York for the System Special
Investment Aogount, sovering the month of July, as requested in your

memorandum of July 19. Similar reports will bde furnished each week in
future
* \

it
""h,
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. , FEDERAL RESERVE - T D
Office Correspondence == D July 16. 1078
Lo A e Subject:__Beginning of the System's Special
Investment Account.
From__*r. Van Fosgen o } _ . e
2—M05

$

In December 1923 the Federal Reserve Bank of New York began to
accumilate United Statesg 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
18 - 1 000,000 . do
2y - 2,200,000 do
ey - 1,100,000 Treasury notes
21 - 273,000 Certificates of indebtedness’
28 - 73,500 do
28 - 1,557,000 Treasury notes
29 - 80,000 Certificates of indebtedness
31 - 115,000 do
31 - . _ 100,000 Treasury notes

Total 9,058,500

On January 2, 1924, the Federal Reserve Bank of New York forwarded
a sales schedule No, 4332 transferring the above certificates of indebtedness,
totaling $6,301,500, to "Special Investment Account - Federal Reserve System
as of January 1, 1924." On the same date the sdles schedule No, 4333 made a
} : similar transfer of Treasury notes, totaling $2,757,000. On Janmary 5 schedule

No. 4341 was submitted showing purchases of certificates of indebtedness for
the special investment account - Federsl reserve system up to and including
January 5, On this schedule were listed the $6,301,500 of certificates of
indebtedness coveréd by sales schedule No, 4332 under the caption "Transfer
from Federal Reserve Bank of New York Special Investment Account." On the
same date schedule No. L3L42 listed Treasury notes purchased for the special
investument account of the Federal Reserve System to January 5, listing theron
the $2,757,000 of Treasury notes covered by sales schedule No, 4333,

N From the above it will be noted that the Feceral Reserve Bank of
New York accumulated $9,058,500 of U, S. securities for the special investment
prior to the beginning of 1924, but that these securities were not apportioned
emong the 12 Federal reserve banks until January 1, 1924. Since the first of
January 1924 the Federal Reserve Bank of New York has on several occasions
purchased U, 8. securities for transfer to the System's special investment
account which were held in the New York bark'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, 192h.
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¥ay 9, 1928 '

¥ith regard to your request for a statement dearing on changes
~ 4n the eredit situmtion by yearly periods since the System's credit

policy has Deen reflected in part im the purchase and sals of securities
through the Open Market Investment Committes, I may say that, as I told
yon, to prepare a comprehensive memorandum covering the factors responelbdle
for such changes end the effsct of the changes would require a greal dsil
of research and would take several weeks tims, Howaver, ] am stating
briefly below the more important phases of the situation in which I under-
stand you are particularly interssted. ‘

The Open Market Investment Committe Degan to function at the
begimning of 1924, bdut the credit sitnation is »0 affected by the holiday
trade around the end of the year that 1% ie thought better to use Ootober
s 11, 1923, as the moet satiefactory starting point, At that time the
: Syetem's total bofings of .U, . S5, securities {there was then no special in-
- 7 vestment account) wers $92,000,000, having dsclined almost steadily from

the end of Mey 1922,

W. Between October 31, 1923, and October
31, 1924, the Bystem acquired $500,000,000 of escurities for the special
invesizent account and during the same period the monstary gold stock of

the & e;ywyeuuua Wy $342,000,000, thereby making an addition of

$842,000, to the amoufit of ressrve bank oredit availadle to membder
. banks, This brought adout a decided emsing in the crpdit situgtion and

X thet's open-market scceptance rates dopped from 4-1/8 to 2-1/U per aent,
while the discount-rate of the Federal Reserve Bank of New York declined
from %-1/2 to 3 per cenmt, ~The dscline in wholesalp prices, which had
begun 1a the spring of 1923, was checked in the summer of 192k, after which
and until}the early part of 1925 prises increased. Wember danks expanded.

- their operations very rapidly (th deposits increased ‘2.000.000.000)

. and in doing so used $243,000,000 of the above-mentioned $842,000, to
build up their ressrve balamces with the Federal reserve banks, Noteith-
standing thie large increase in reserve balancee, the member danke were

algo adble to ® their hox_-;ovingn at the Federal reserve banks by

og

000,000 %0 $2%8,000,000,” the lowest lsvel since the beginning of the
Worid War being reached adous this time, Of the above-mentionsd inorepse
in deposits, $1,860,000,000 was in demand deposits and $1,1%0, in
time depoeite, the percentage gain in demand deposite being about ths saxe
as in time deposits. -

L . In the five monthe following October
1924, the Syetem ljigcidated about ons-half of its qpefi market investmeat secount
_ Y to around $250,000,000, and it remained within $50,000,000 of that amount
f e until ths summsf of 1927, 1In the early fall months of 1925, however, thers

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

s

“ DESLASSIFIED
) E _ - [AuthorityLO- (066\

was & very marked expansion in discounts and considerslle purchases of
scesptances in the sPen market, with the result that total reserve bank .~
oredit pént up rapidly and at the end of October 1925 stood at $1,296,000C,000,
or $2%7,000, in excess of the ' a year earlier. Of this $250,000,000,
$76,000, vas used to further incréase the reserve balances of megber banks
to take cars of their increased reserve requirements, $102,000,000"(ne¥)
to purchase gold for export purposes, and $27,000,000 to obtain sdditional
money for circulation ses, During this year the rate on atceptances in-
creased from about 2-1/4 per cent to 3-1/2 per cent while the New York bank
discount rate imcreased from 3 to 3-1/2per cent. TWholesale pricee, phich
boaz/to increase in the fall of 1324 continied to incregse until March 1925,
rescted rather sharply for a month or two, and thea increased to ths previous
level, As already noted, | ional reserve dank oredit during this pepivd
was obtained through dor ngs on the initiative of memder danks, rather than
0’V through gold- imports of additiona) sscurity purchases ly the Federal ressrve
banks as was the case the year bdefore, .JThe increase in its during this
pericd was $5670,000,000 in net demand deposits and $950,000,000 in tims de-
posits, the imereass in time deposits Deing relatively much more marked in
v . this year than in the previous ysay:, thereby enabling mezder banks to get
_ along with lowsr reserve balances than would have deen required hed the in-
croase in deposits been more svenly divided Detween demand and time deposits.

Qe 1926, The System's open-market account during
this year sho ra¥y incrsase around the end of 1925, an increase sf
about $75,000,000 from to May, and a dscline of mpproximately the same

»umoga}ren 0o Octoder, the holdings at the snd of Octoder 1926 being
$10,000,000 I.:u thap-a year sarlier. The membsr bank Teserve deposits
remsined fairly etable, and were approximately the same at the end of Octobder
#< 1926 tigw at the end of Octobex 1925. This was appgrently dus to the fact
that there was a decline of $150,000,000 in net demand deposits of membder
danks during the year, nthw(ln depogits, on which a reserve of only
3 per cent is required, increased by $770,000,000, ,-Total bill apd security
holdings at the end of October 1926 were only $20,000,000 in excess of the
amount held at the of the previous Octoder, an incremse ia the gold -
stock of $66,000, during this year deing {&pproxiuuly offget by an in-
creass in y in circulation of about $52,000,000, Open- et acceptance
rates doclified during the early swmer of 1926 tc al 31.1/8 per ceat, and
then increased during the fall months to arvumd %-7/8 per ceat, while the
New York Nederal peferve bank discount rate was increased from 3-1/2 to B
per cent in Jaupaly 1926, m/a{dwcd»zo 3-1/2 per cent iw April, and agsin
increased to 4'per ceat in August. Wholssale pricge declined throughout the
whole period, the decline dei frw index of 104 ia October 1925 to 99
" in October 2626.. . (hng on 1926 = 100): .} P

!m_qm.mm.lﬁl _There was only & slight in the
System's gpen market security holdings from the end of Octoder 1920 %o the
md of May 1927, but from that time on to the snd of the ysar there was quite
a rapid incrdase im sscurity holdiags iz keeping with tho easy eredit policy
followsd by the Board during that pericd, Dyring the fall months of 1927
there was also a substantial incresse im acceptance holdings, while difcounts
fluctuated withip compafatively nasrow limits, from the middle of January to
the end of Octoder 1927, The imncrease 1n credit required from July to

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

f e —

B i DE(/ZLASSIFIED
s . ‘ LAuthority_LO- '0&4()\

Vs 3 P : - 3 _
|- October was therefore suprlied entirely by purchases of U, S. securities by the

Open Market Investigment Committee apd by purchpwes of bankers' acgeptances,
During this year-there was ,{ increase of $68,000,000 ja the monetary stock of
gold and a decline of ‘75.000.000/121 the amount of money-in circulation, These
factors taken’{ogether with security purchases and reductions in discount rates,
created a decided easing of the credit situation and member banks again began
to expand the oyfationl qnite/ materially, the regserve mslances of the mem~
ber banks gp)::ning from $2,223,000,000 at the end of October 1926 to
2334 $2,320,000,000 at the end of October 1927, Maring this period the demand de-
posits of the nambeésgﬁnk- expanded by $680,000,000, while time deposits in-
creased $1,125,000,000, the expansion in time deposits again much more than keep-
)w’ow? Ang" pace with the expansion in demand deposits, During t year it waslthe
relatively large growth 'in time deposits, ases of securities by the Pesderal
reserve banks, net gold imports, and a reduction in the amount of money in »
circulation which gave member banks substantial additional reservp-funds and -
encouraged an expansion policy, Acceptance rﬁg__e_as”gpcl_;,%g; frog 3-7/8 to 3-1/4
+~ per cent and the New York bank dfecount rate vas redidced FTrom'¥ to 3-1/2 per cent,
while vholouy/ prices continusd to decline patil mid-summer, when there was a
gradual increase until around the end of Cctober,

- ths endin , The System continued to purchase securities
during November and Dacember 1927, but deginning with 1928 began to sell them
rather heavily the agount held i e special investment account on April
30, $160,000,000, was $239,000,000 less than held at the end gf Octoder 1927,
During the same time the monetary stock of golj-declined $275,000,000 and the
reserfs deposits of ber banks increased $118,000,000, making a total of

(31 $632,000,000 to be pfovided by member banks during the-six-month pariod, Of
this total, $197,000,000 was obtajp€d through a reduction in the amount of
money in circulation, $%22,000,000 Ahrough an increase in borrowings from the
Federal reserve banks, $14%,000,000 th the purchase of acceptances by
Federal reserve banks and $12,000,000 through purchases of securities by the
reserve banks other tham through the special investment gocount, It is clear,
therefore, that ddring this period the member banks contémued to expand their
operations despite the substantial 14 tion in the opsn-market portfolio,
substantial gold exports, and an increase in digcount and open market rates.
The increase in time sits of member banks as in tha two previous years

, was much more promauriced than the increase in demand deposits, Afe increase

E in time denosits betwsen October 1327 and April 1928, being $728,000,000 as

| compared with $428,000,000,1n net demand deposits, Open-market acceptance

| rates went up from 3-1/4% Per cent in October 1927 to 3~7/8 per cept in_ipril

1928 and the York bank discount rate was increased from 3-1/2 to 4 per

cent in February 1928, while wholesale prices went down slightly,

The pamphlet of %Charts on Bank Cradit, Money Rates, and Pusiness
Activity,® which the Board recently had printed for distribution, covers
most of the items mentioned inthis memorandum, and you may find the charts
helpful, varticularly Nos. 1 and 3, in reviewing the various factors involved.
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INDRX OF SECURITY PRICES - MONTHLY AVERAGES FOR OCTOBER, 1923
1927 AND FOR APRIL 1928,

Octobver 1923 92.7 Price level fairly steady from July to October
following s pronounced drop from March to July.

October 1924 105.4  Rapid rise during final months of 1923, a decline
~ from FPebruary 1924 until mid-summer and a
recovery therajifter

8ctober 1925 137,2  Very rapid rise from Octoder 1924 with temporary
racession in spring of 1925

-

October 1926 147.9 Sharp drop in Merch 1926 followed by resumption
- of increase

October 1927 186, 2 Pronounced and practically continuous rise
throughout year,

April 1928 215.3% Extremsly rapid rise in April 1928 accompanied
by largest turnover in history of market
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TOTAL BILLS AND SECURITIES, BY CLASSKS, MEMBERS RYSERVE DFPOSITS, MONETARY
QOLD STOCK, AND AMOUNT OF MONEY IN CIRCULATION, OCTOBER 31, 1323 %% '
. SN
- (In ions of dollars) -
Oct, 31| Oct, 31{ Oot.3}| Oct. 31|{Oct, 31|April 30
{1923 | % | 192% 1926 1927 | 1928
Bills discounted g4 264 616 690 W12 &34
Bills bought in open market . 208 200 347 323 342 357
U. 8. Government securities 92 %84 327 - 301 522
Total bille and securitise 1,181 1,052 1,296 1,716 1,276 1,use
Member bank-ressrve account 1,895 2,138 2,218 2,223 2,324 2,lk2
Monetary gold stoek 4,167 4,509 W U407 4,473 u,5H1 B o266
Money i{n circulation h,925 B 942 L,969 5,021 4,946 N 750 °
INCREASE OR DRCREASE
Bills discounted -620° 43527 o747 -278Y eh22”
BPills bought in open market - 57 #8177 Lk .19 4157
8. 3. Government sesefittes +492v 257/ 26V <221V 2267
Total bills and sscurities 21297+ . a0V koY e212 v
lember bank-reserve account 2437 + 76 7 e 9Y 01’ s’ ‘
Nonetary gold stook eTU2V. 2102V 4667 + 68V 2757
Money in circulation 177 e 21/ 52V - 15/ =196V
J
A .(
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FEDERAL RESERVE BANK

‘ OF NEW YORK
Mh July 19, 1927

Dear Mr. Smead:

With reference to_your letter of dJuly 18/and telephone conversation with

your office last week, I note that it will be entirely agreeable to you for us to
furnish you eagh month with a statement showing purchases of Government securities
for the System Aceount 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 Tresasury, and for the other Federal Reserve banks as well =as
ourselves to omit all reference to such transactions in the monthly reports to the
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 Heserve 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.

We shall, therefore, furnish you with ﬁhe desired information commencing
with purchases made during the current month snd will omit making any further refer—
ence to these transacfions on our reports on Form A, I also understahd you will
advise the other reserve banks that you will obtain this information direct from us
in the future.

truly yours,

+ B. Matteson
Mr. E. L. Smead, Secretary, Open Market
Ghief, Division of Bank Operations, Investment Committes
Federal Reserve Board,

Washington, D. G.
igitized for FRASER
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July 18, 1927

Dear Mr, Mstlesong

As you know, we have sxuerienced difficulty frox
time to time in reconcilin: firures renresenting purchases of
securitiss thirough the Open Yarket Investment Commitien, as
reported bv the Commitle~ and by the individual Federnl reserve
banks, aprd it has occurred to me that our present method of de~
termining the volume of thess transactions may poasibly be toeo
eumbersome and that a sinmler way could be devised, It has
been our nractice to include in our figures all purchases of
sscurities (incluiinr axchanres) (s) in the open market, (b)
from other Fadersl reserve banks, and (c) from the U, S, Treas-
urer, and we woull of course need encugh data to coniinue this
nractice in the future,

I shall ap-reciate it if you will give this matter
your consideration and advise us whether or not you have any
suggestions to offer to simplify the present method of obtaining
the dats nseded to compile our figures, If you find that it
will be more convenient to you and the other Federal reserve
banks, it will be entirely nmgreeable to this office for you te
furnish us with 21l the necegsary date regarding the Committeo's
operations, and for the other Federal reserve banks to omit oll
reference to such transaciions in their monthly reports to the
If this ¢an be satisfactorily worked out, it
might be poeeible to reduce somewhst the telegraphic advices
vhich you send to the other Federal reserve banks in con:ection
with “heir particinations in the Committee’s transactions,

Yery truly yours,

vtz ) B L. Sme&d

¥. L, Smepd, Chief,
Pivigion of Bank Onere-tions,
Hr, ¥, B. Matteson, Pocrotavy,
Onen ¥arket Investmen: “omalhtes,
Faderal Reserve Bank,
New Yokk, N. 7.

Federal Reserve Bank of St. Louis
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FEDERAL RESERVE

Office Correspondence ™ > Due July 12, 1527.

To

From_ Mr. Horbett

kr. Sread Division of B@stmﬁ_p A3, 3 L/

FleNo. | 7= ? R s

The report of the (Open Market Investment Committe for June has
a note to the effect that the figures do not include $20,000,000 of 3-3/8
per cent Treasury bonds received in exchange for a like amount of second
Liberty loan bonds. Inasmuch as it has been our practice to consider such
exchange transactions as new purchases, we tdephoned to Mr. Miller of the
Securities Dapartment on July 8 and in response received a supplementary
statemsnt giving the participmtion of each bank in this exchange.

Wé . found out today, in going into the matter that none of the reserve
banks included the partic ipation in this exchange transaction with the figures
reported on form A, and upon taking the matter up further with Mr. Miller of
the New York Bank, it seems that their failure to do this is due to the fact
that the Open Market Investment Committee did not advise the individual reserve
banes of the amount of their participations in this transaction. Failure to give
thris advice was based on the theory that the transaction was a mere exchange and
does not constitute a purchase., After talking the matter ower with Mr. Van Fossen,
1 explained to Mr. Miller what our policy has been in compiling the statistics
cn the volume of operations, and suggested that it would simplify the adjustment
of the matter if he would advise the other reserve banks by letter or telegram
of their participation€in the transaction, telling them at the same time that
the information was being given them so that they coild correct the reports
renderaed to the Board on form A. After considerable discussion, Mr. Miller

.agreed to do this, but this afternoon Mr. Matteson called you up and being

advised that you weu2d:not:'be in, he asked to speak to me and again explained
their position. He states that the Open Market Investment Cormittee traasaetions
are all handled as a pool account_ and that he woauld prefer if possible not to
ad¥ise the mrticipating barks ogthese exchange transactions,vﬁam there is

no change involved in the total ount of the investment account. He stated

that even at best he has considerable difficulty in handling the accoumt and
thought that it would camplicate matters to try to explain these transactions

to thems He is perfectly willing, however, to give the Board all details that

it may desire on such transactions so that we can handle the matter &ny way we see
fit and advise the Federal reserve barks. I explained to him that it had always
been our policy to consider these transactioms as additional purchases and that we
apparently had to follow the same policy in this case in order that our figures
might be comparable with those published heretofore, but that 1 would refer the

matter to you tomorrow.
0 -

It seems to me, sbe-m the difficulty that we have been having in these
transactions, it v)robaa.bly would be best to have the Federal reserve barks report
on form 4 hereafter only such U. S. securities as were purchased by them in their
own market for their own account, i. e., exclusive of all participations in the
special investment accountywith the understand ing that the special irwestment
committee transactions will be reported to us by the cammittee. If desired, we
could furnish a copy of the committee's report to each of the reserve bamks, after
we had reconciled the matter with the committee &nd were satisfied that the report

contained all the data necessary. .

HBYTRNMENY PRIPTONT QUK
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. o ?L& REPORT OF THE OPEN MARKET INVESTMENT GOMMITTEE TO THE ,5’; Y
' GOVERNORS* CONFERENCE, NOVEMBER 8, 1028 L IR Lf

Since the Governor$® confersnce last spring there have been two
important changes in the special investment account, ~ a purchase of securities
between March 29 and April 15, which increased the amount from 210 million dollars
to 275 million, and a sale of securities between August 7 and September 15, which

reduced the ececunt again to 200 million dollarse

Purchases in March and April

The purchase of 65 million dollars of securities in March and April was

,fmgﬂe at a time when business psychology was pessimistic, when commodity pricee
were falling, and when there had been & considerable liquidation of credit employed
in the security markets, and to & lesser degree in commercial loans. The result
of the purchsscs was to reduce approximately to that extent borrowing by member
banks at the Federal Regserve Banks, particularly in larger centers, and to operake

together with other causes toward slightly easier money conditions.

Sales in Aygust and September

_As the year advanced no business recession such as had been anticipated
‘by many earlier in the year developede The volume of trade continued at a very
high level, building activity and‘automobile production were well maintained,
commercial loans increased, and the volume of eredit employed in the security

markets again showed an increasee Money rates showed an advancing tendency and

the Federal Reserve Bank of New York raised ite discount rate from 3 1/2 to 4 per
cent §n apgust ;2.

The sale of 75 million of securities from the open market investment
account between AugustIV and September 15 took two forms; first, the sale of
35 million to foreign correspondents to employ balances created by gold imports

into this country. This sale of securities merely offset the effect of the gold
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importse In addition 40 million of securities were sold to the Treasury Depart-

ment for account of the sinking fund and the effect of this sale on the market
was distributed throughout the country as the Treasury withdrew funds from depos-
itary banks in all districts to pey for thg securities,

The sale of securities was naturally accompanied by a slight further
increase in borrowing by member banks, by increased offerings of bills to the
Reserve Banks, and by slightly firmer money conditionse The relationship bee
tween open farket purchases and sales during the year to changes in bills dis=

counted and holdings of bankers acceptances, is shown in the attached diagrame

. _ The Present Credit Situation

The pfesent credit situation does not appear to indicate the desire
ability of any change in open market policye Business continues to be active
and the volumc of trade is at & high levels The business atmosphere, however,
is conservative and there is some apprehension as to the futuree There were

reports recently of some decline in building and production of autamobilese In

recent weeks there has been & considereble liquidation of brokers loans and some
slight reduction in the total volume of credit autstanding. The October period
of largest demand for commercial credit appears to have passed without credit

stringency and, aside from a period of slight ease in the second half of October,

money conditions have been steadye

Turn of the Year

In the past two years it has been found desirable to sell securities
in January to take up the usual seasonal slack in credit resulting from the
return of Christmas currency and the usual seasonal flow of funds to moncy
centerse, Last year a purchase of 50 million dollars of securities was made
during the period of greatest currency demand in December, and these securities

were sold in January and Februarya These transactions appear@dto have a
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stabilizing influence upon money conditions, although the amount of purchases

and sales was not sufficient to prevent a considerable tightening of money

rates at the end of the year and =z cénsideréble easing in rates at the beginning
of the new years The committee therefore suggests that this year it . may’ be
desirable to purchase up to 100 million of securities during the coming six weeks,
to be sold again at such time as credit conditions appear to make that course
desirzbles ~ If business and credit conditions continue as at present it would

seem wise to sell these securities shortly after the turn of the year, but in the

event of o decline in business activity, such as some observers think mey occur,

it then might be desirable to retain & part of these securities in the Federal

Reserve portfolio. In any event we should be prepared for either coursee

Temporary Sales of Securities

At the June 15 tax period the usual temporary sales of securities were
mede from the open market account to stabilize money conditioms, with the result
that money rates were steady during the periods At the September 15 tax period
the New York City banks were so largely in debt at the Reserve Bank that it waes
felt that temporafy sales would not be necessary and this proved to be the casee
The temporary supply of funds in the market, due to the redemption of maturing
issues, was offset by the liquidation of member bank indebtedness and money rates
were steady during the periode
| The exhibite "A" and "B" attached show in detail the distribution of
government securities and bankers acceptances among the Federal Reserve Banksj
there is also attached (exhibit "“C") statement showing actual earnings of all
Federal Reserve Banks for the first nine months of the year 1926 and the estimated
earningzs for the entire year; also (exhibit “D") a comperative statement of
earning asset holdings of all Federal Reserve Bankss
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Exhibit "A"

, STATEMENT SHOWING PARTIQIPATION [Y FEDERAL RESERVE DANKS IN SYSTEM
/! SPECIAL INVESTMENT ACCOUNT AND CLASSIFICATION OF ISSUES HELD
OCTODER 27, 1926 IN THE ACCOUNT BY MATURITIES

Holdings Holdings by Maturities

Boston 5 8;767,006 December 15, 1926 & 42,802,500
New York 52,761,500 Mareh 15, 1927 54,919,200
Philadclphia$ 4,920,000 June 15, 1927 67,457,000
Cleveland 13,202,000 December 15, 1927 34,821,300
Richmond 5,818,500

Atlanta 0

Chicago 26,233,000

St . Louis 13,725,000

Minneapolis 8,923,500

Kansas Cityb 17,995,000

Dallas 18,467,000

San Fraﬁcisco 29,187,500

2200,000,000 200,000,000
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Exhibit “B"

PURCHASES OF BANKERS ACCEPTANCES FROM JANUARY 4 TO OCTCBER 27, 1926 AND AMOUNT
EACH BANK HAS RECEIVED IN EXCESS OR SHORT OF ITS FRO RATA SHARE

UNDER APPORT IONMENT PLAN PUT INTQO EFFECT JANUARY 4, 1926

Boston

New York
Philadelphia
Cleveland
Richmopd
Atlanta
Chicago

S't . Louis

Minneapolis
Kensasg City

Dallas

San Francisco

Totals

Bills Acquired
$§ 104,836,000

315,436,000
106,557,000
133,772,000
70,376,000
70,841,000
188,637,000
53,746,000
55,768,000
80,155,000

57,311,000

121,885,000
$1,360,320,000

b e

Bills Entitled
to Acquire

$

94,664,000
318,297 ,000
108,188,000
135,231,000

70,945,000

71,411,000
189,326,000

54,562,000

57,422,000

81,140,000

57,422,000

121,712,000

- i

$1,360,320,000

]

Bills Ower Bills Short
Pro Rata Share Pro Ratas Share
$10,172,000 $ 0
0 2,861,000
0 1,631,000
0 1,459,000
0 569,000
0 570,000
0 689,000
0 816,000
0 654,000
0 985,000
0 111,000
173,000 0
510,345,000  $10,345,000
==

The overages shown in the above statement are being adjusted in the

usual mannere.
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Exhibit "C"

STATEMENT SHOWING ACTUAL EARNINGS OF ALL FEDERAL RESERVE DANKS
. FOR THE FIRST NINE MONTHS OF THE YEAR 1926
4 AND ESTIMATED EAKNINGS FOR THE ENTIRE YEAR 1026

Actual Net Earn-

ings in Excess ' Egtimated Ngt |
of Expenses and ~ Estimated Net Earnings aftpr
Dividends, but Earninzs in Excess . L all Charge~-offs
before Charge~ of Expenses and ~ Estimated Available for
offs, 9 Months  Dividends, but be- 'Cherge-offs Surplus and
Ended Sept. 30, fore Charge-offs for Year Franchise Tgx
1926 Entire Year 1926 1026 for Year 1926
Boston § 533,345 6 711,132 § 137,047 $ 574,085
New York 1,183,296 1,577,724 455,000 1,122,724
Philadelphia 528,870 705,156 38,000 667,156
; Cleveland 570,000 760,000 372,000 388,000
Richmond 533,000 710,667 105,000 605,667
Atlanta 936,426 1,248,564 340,327 908,237
Chicago 938,099 1,250,800 660,197 590,603
St. Louis 502,684 790,248 233,591 556,657
Minneapolis 275,612 367,488 95,946 271,542
! Kansas City 583,715 778,284 166,024 612,260
] ansi R ‘
: Dallas 531,019 708,024 41,296 666,728
San Francisco _1,160,000 1,546,667 662,000 884,667
Totals $8,366,066 $11,154,754 $3,306,428 $7,848,326
= e e b e p——e—— e =]
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Exhibit »p»

STATEMENT SHOWING EARNING ASSET HOLDINGS OF ALL FEDERAL RFSERVE BANKS NOVEMBER 3, 1926 COMP.ARED WITH PREVIONUS WEFK A¥D MOVRMBFR 4, 1925; ALSO WEEKLY

AVERAGE, OF EARNING ASSETS FROM DECEMBER 31, 1925 TO NMOVEMEER 3, 192¢ AS COMPARED WITH CORRESPONNING PFRIOD 1925 pup ENTIRE YFAR 1925
_ (0C0 Omitted)
Boston New York Philadelphia Clevelund Richmond Atlanta chicago "5t. Louis Ninneapolis Kansas City Dallas San Fran, Total
Bills Discounted - Oct. 27 $32,405 $132,347 $40,516 $74,122 $41,866 $53,350 $106,081  §42,171 $12,099 $13,962 $20,070 $62,534 631,923
" " - Nov, 3 23,975 172,4C3 38,705 69,260 35,364 5c, 461 130,644 44,538 10,500 16,553 19,594 63,901 675,898
’ Net Chenge 8, 430- 40,056+ 2,211~ 4,862- 6,502~ 2,889~ 24,563+ 2,367+ 1,599~ 2,591+ 476 1,367+ 43,975+
Bills Purchesed - Oct. 27 34,296 48,221 26,015 28,148 1s,7C1 34,829 44,488 5,716 13,449 17,648 14,15 26,869 307,541
' " - Nov, 3 31,254 71,250 26,194 30,024 14,349 33,858 44,912 7,382 13,387 17,710 14,313 27,425 332,098
Net Change - 3,042- 23,059+ 179+ 1,876+ 648+ 971~ 424+ 1,666+ 62- 62+ 162+ 556+ 24,557+
Government Securities - Oct, 27 9,609 54,084 19,928 34,690 7,060 1,866 47,802 19,610 17,486 27,999 21,172 38,868 300,174
" " - Nov, 3 9,958 54,084 19,928 35,542 7,059 1,887 48,136 19,610 17,486 28,349 21,439 38,868 302,346
Net Change 349+ -0= =Q= 852+ l- 21+ 334+ -0= -0=- 350+ 267+ =0= 2,172+
Total Earning Assets = Oct, 27 = 76,310  234,6¢2 88,859 136,960 62,627 90,045 198,371 67,497 43,534 59,609 55,393 128,271 1,242,138
" - " - Nov. 3 65,187 297,777 86,827 134,826 56,772 86,206 223,692 71, 53C 41,873 62,612 55,346 130,194 1,312,842
Net Chenge 11,123 63,115+ 2,032- 2,134~ 5,855 3,839~ 25,321+ 4,033+ 1,661~ 3,003+ 47- 1,923+ 70,7C4
Comparison of Weekly Averages of Earning Assets
Dec. 31, 1925 to November 3, 1926 80,361 272,206 89,970 108,23¢C 61,266 76,510 156,281 63,500 38,188 63,774 53,586 115,914 1,179,786
Seme period 1925 85,869 283,626 83,379 111,982 54,993 46,670 132,659 53,267 37,143 54,342 45,351 105,878 1,095,199
Entire year 1925 93,459 287,133 85,078 113,904 54,734 56,548 138,045 55,936 37,271 57,293 49,024  109,86¢ 1,138,291
Net change from‘eame period 1925 5,508« 11, 420~ 6,591+ 3,752~ 6,273+ 29,840+ 23,582+ 10,233+ 1,045+ 9,432+ 8,235+ 10,036+ 84,587+
Net change from entire year 1925 13,098~ 14,927~ 4,892+ 5,674= 6,532+ 19,962+ 18,236+ 7,564+ 917+ 6,481+ 4,562+ 6,048+ 41,495+
Comparison of Actual Farning Assets
November 3, 1926 - 65,187 297,777 86,827 134,826 56,772 86,206 223,692 71, 530 41,873 62,612 55,346 130,194 1,312,842
November 4, 1925 117,461 286,104 88,899 118,012 53,897 91, 465 154,9¢7 71,676 34,531 83,048 73,062 142,974 1,316,036
Net Chenge 52,274- 11,673+ 2,072- 16,814+ 2,875+ 5,259= 68,785+ 146- 7,342+ 20, 436~ 17,716=- 12,780~ 3,194~
. ’
SUMMARY OF CHANGES FOR SYSTEM
Billes discounted for week $43,575+
Bille purchzsed for week 24,557+
. Government securities for week 2,172+
Total earning assets for week ‘ 70,704+
Comparison of Weekly Averages of Earning Assets
Dec. 31, 1925 to Nov., 3, 1926 against same period 1925 84,587+
Comparison of Weekly Avarages of Earning Assets
Dec. 31, 1925 to Nov. 3, 1926 against entire year 1925 4) , 495+
Comparison of Aciual Earning Assets Nov., 3, 1926 ‘
with Nov. 4, 1925 3,194~
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Repor. of th. Chairman to the dpen Mar.ot Inv.stment Committee _
' ?J %,35 L /

September 10, 1926.

Div.sion of Jonk -« :-;:ionr“;

g@’%ﬁ

Open Market &ccogn‘t:

In sccordance with the decision at the last meeting of the committee

Changes Since lLast Meeti_xg_’ """""""" SemTTimeee

on August 17, the special investment account has been reduced from 270 million
dollars to _about 210 million dollars. Of this amount 39 million représ.errhs
sales to the Treasury and 21 million sales to a foreign correspondent, exaétly
offsetting gold imports. The net result of these operations was, therefore, to
- 'take out of the money market the amount of funds represented by the securities

sold to the Treasury, which were paid for by withdrawals from depo_sitary banks

throughout the country.

F”e_g eral Rg‘ gerve Credit:

The result of these sales was to increase the direct borrowing by
member banks, and bills discounted om September 7 amounted to 611 million come

pered with 535 million dollars on August 18 and 639 million a year ago. Total

bills and securities of the System on September 7 were 1,187 million, a figure
which has been roached or exceeded several times this year and which is about
the same as a year ago, whereas they have as a rule this year been exceeding
last year's figures by about 100 million dollars. The following table shows the
bills and securities of the System on August 18, September 7 this year, and
' September D a yoar ago.

BILLS AND SECURITIES - FEDERAL RESERVE SYSTEM
(millions of dollars)

-Sept. 9, 1925 Aug. 18, 1926 Sept. 7,1926

Bills Discounted 639 535 611
Bills Purchased ) 214 254 261
U. Se Securities 329 360 311
_ Other Securities ' 10 1 4
gitized for FRASERT ot 8] Bills & Securities 1,190 1,152 1,187
tp://fraser.stlouisfed.org/ ) ) —p—— —%—-—- - e
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It wiil be seen from these figures that the result of the open market
sales has been to shift to the member banks the reSponéibility for a somewhat
larger proportion of the total amount of Federal Regerve credit now outstanding,
which should presumably have the effect of subjecting future extensions of
member bank credit to a closer scrutiny and making present discount rates more
effective.

Money Rates:

The combined result of these recent open market sales, the continued
ipfluence of the increase of rate of the New York bank, and increasing ;all de=~
mands for credit, are shown in a considerable increase in money rates, as indi-
cated iﬁ fhe following table.

MONEY RATES AT NEW YORK

Sept. 9, 1925 Aug. 17, 1926 Sept. 8, 1926

Commercial Paper 41/4 41/4-41/2 4 1/2
Bills(90 day) - 3 1/2 3 5/8 317/8
March Certs. & Notes 3.26 3.42 3440
F. R. B. of N. Y, rate 31/2 4 4

We are thus entering the Fall with a rate structure substantially
higher than a year ago. Five of the Reserve Banks are also operating with a
higher discount rate than was the case a year ago.

Member Bank Credit:

Total loans and investments of reporting member banks on September 1
were higher than at any timevsince June 30 but maintained abouﬁ the same increase
over the previous year, as has been the case for some months past, an increase
which is not out of line with the usual year to year increase in the volume of
credit to keep pace with the growth in population and trade. In the past month
there has been an increase in commercial loans and in loans secured by stocks anc
bonds, partly offset by a decrease in investments. Total loans on stocks and
bonds are slightly larger than at any time this year with the exception of
"January 6 and June 30.
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Buginess and Financisl Situation:

Business contimues to be maintained at a high levgl, with few evidences
of weakness. There has recently been some decrease in the amount of contracts
and permits arranged for new building construction. This reduction will probably
influence next year's construction rather than construction for the balance of
this year, which promises to be maintained at a high level. In the main business
continues to be conducted in conservative fashion and there is little evidence of
overproduction or of speculative tendencies outside of the security markets.

The business public appears to be critically-minded to observe any urwholesome
tendencies‘in the business situation, as may be indicated by the recent unwilling-
ne§s of the public to purchase bonds from the G. L. Miller Company and their con-
sequent failure. Further evidence may be found in the critical attitude toward
the extension of terms for installment selling, in the continuance of hand to
mouth buying, and in the stability of prices of other than agricultural commodi-~
ties. It is difficult to discover any grounds for sericus business disturbance
‘ip the immediate future. Even in the stock market, where speculative operations
aré ﬁost in evidence, the tendency is clearly toward a careful selection of
stocks on the basis of earnings and fhndmnental values and the trading is of much
more substantial character than it was a year ago. An excellent argument can be
made in justification for much of the recent rise in stock prices.

OPEN_MARKET POLICY

While it is clear that we are now at a high level of business and
financial activity, and that we are in a situation where the influence of the
Federal Reserve System should be toward caution and conservatism, there does not
appear to be any emergency situation. The present volume of discounts, and the
present rate structure now constitute a considerable restraint on further exten-
sions of member bank credit. As the usual Fall needs for additional credit make
themselves felt there will be a steady increase in the burden of indebtedness

upon member banks, and money rates are likely to contimue higher than a year ago.
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A further sale of securities at this time would in all probability be
followed by an increase in money rates which would make it difficult to avoid
rate increases at a number of the Federal Reserve Banks. Before such action were
taken there should be careful consideration of its probable effect upon financing
of the crop movement, agricultural prices, and the international relationship of
money rates and gold movements. The special investment account is now down to
about 200 million dollars and a further dissipation of this portfolio would leave
the System with little cont£ol over the market in case of some future emergency.

In the light of these various considerations it would appear to be wise
to defer further open market action for the present until there is a chante to ob-
serve the effect on the situation of the causes now operative and to observe fur-

ther the tendencies in the volume and quality of credit as the Fall season advances.
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REPORT OF THE SECRETARY TO THE OPEN MARKET INVESTMENT COMMITTEE MEETING
AT WASHINGTON, SEPTEMBER 10, 1926

Following the action taken by the Gommiftee at its last meeting
August 17, 1926 to make certain reductions in the System Account through
the sale of Third Liberty Loan bonds to the Treasury Department and shcff—
term securities to foreign correspondents the following transactions, in
addition to the sales of $7,337,000 to foreign correspondents approved at
the last‘heeting, have taken place:
Sales of $15,000,000 1927 Treasury Notee to other Federal reserve banks.

Purchases in lieu thereof of a like amount of Third Liberty lean
4 1/4% bonds, thereupon selling to the Treasury Department

$39,425,500 Third Liberty Loan 4 1/4% bonds.
Sales to foreign correspondents consisting of

$ 490,000 September 15, 1926 Treasury Notes
12,972,500 December 15, 1926 Certificates of Indebtedness

These sales, which were made without replacement, have brought the total
System Account holdings at the close of business September 8, 1926 to
8209 975,000.

A special allotment of bankers accepfances since the last meeting
amounting to $3,679,000 was made from the portfolio of the New York bank to
the Federal Reserve Bank of Atlanta to replace maturities in their special
April l6ellotment of bills.

The Federal Reserve Bank of St. Louis which, on account of its re-
serve position, discontinued participation in System bill purchases for one
week during the latter part of August madec a further request September 4
that allotment be diséontinued until further notice.

Figures shown on statement attached (Exhibit “B") reflect the dis-

tribution to all participating banks of System purchases of bills from

4% 74@1{ 33,42 oM. C .
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January 4 to September 1, 1926 , inclusive; the gverages and shortages shown
thereon have since been adjusted in the usual manner.
Attached are the following exhibits:

(a) Statement showing partieipation of Federal reserve banks in
System Special Imvestment Account and Classification of
issues held in the account by maturities.

(B) Statement showing purchases of bankers acceptances from
Jamuary 1 to September 1, 1926 and the amount each bank
has received in excess or short of its pro rata share
under the apportiomment plan put into effect January 4,
- 1926.

(C) statement showing earning asset holdings of all Federal
reserve banks September 1, 1926 as compared with pre=
vious week; also weekly average of earning asset hold~
ings from December 31, 1925 to September 1, 1926 as
compared with corresponding period 1925 and entire year
1925,
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Exhibit "A"

STATEMENT SHOWING PARTICIPATION BY FEDERAL RESERVE BANKS IN SYSTEM
SPECIAL INVESTMENT ACCOUNT AND CLASSIFICATION OF ISSUES HELD
SEPTEMBER 7., 1926 IN THE ACCQUNT BY MATURITIES

Holdings Holdings by Maturities

Boston 9,204,000 September 15, 1926 $ 59,395,000
New York 55,393,000 December 15, 1926 44,380,500
Philadelphia 5,165,000 March 15, 1927 76,878,200
Cleveland 13,860,000 December 15, 1927 29,321,300
Richmond 6,109,000
Atlanta 0
Cnicego 27,541,500
S5t. Louis 14,409,500
Minneapolis 9,368,500
Kansas City 18,893,000
Dallas 19,388,500
San Francisco 30,643,000

Totals $209,975,000 $209,975,000
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Exhibit "B"

PURCHASES OF BANKERS ACCEPTANCES FROM JANUARY 4 TO SEPTEMBER 1, 1926 AND AMQUNT

EACH BANK HAS RECEIVED IN EXCESS OR SHORT OF ITS PRO RATA SHARE
UNDER APPORTIONMENT PLAN PUT INTQ EFFECT JANUARY 4, 1026

Bills Bills Over
Agquired Bills Entitled Pro Rata
(Net) to Acquire Share
Boston $ 81,107,000 74,924,000 46,183,000
New York 249,352,000 251,839,000 0
Philadelphia 83,136,000 85,627,000 0
Cleveland 106,719,000 107,031,000 o
Richmond 54,961,000 55,248,000 0
Atlanta 52,083,000 51,882,000 201,000
Chicago 149,467,000 149,846,000 0
St, Louis 46,320,000 46,320,000 0
Minneapolis 44,279,000 44,545,000 0
Kansas City 63,689,000 64,220,000 0
Dallas 44,534,600 44,545,000 0
San Francisce 96,712,000 96,332,000 380,000
Totals $1,072,359,000 $1,072,359,000 46,764,000

e et

——

Bills Short
Pro Rata
Share
0
2,487,000
2,491,000
312,000
287,000
0
,379,000
9
266,000
531,000

11,000
0

46,764,000

These figures reflect purchases allotted on basis of regular percentages but

do not include inter-System sales from portfolio.
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STATEMENT SHOWING EARNING ASSET HOLDINGS OF ALL

Billse Di scounted « Auge 25
hd » sept 1

Net Chingo
Bills Purchased “ Auge 25
" b sept 1

Net Change

Government Securities = Aug. 25

" » Sept 1

Net Change
Total Earning Assets = Aug. 25
" " L] sept 1

Net Change
Weekly Average of Earning Assets
Dec. 31, 192§ to Sept, 1, 1923
Corresponding period 1925

Net Change
Dec. 31, 1925 to Sept. 1, 1926
Entire year 1925

Net Change

Comparison of Barning Assets
September 1, 1926

September 2, 1925

Net Change

Digitized for FRASER =
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Boston

$39,499
46,064

6,565+
17,444
22,839
5,395+
10,638
152
67,581
79,389
11,308+

81,272
83,167

1,895=
81,272
93,459
12,187«

79,389
67,961

11,428+

New York

$140,059
176,243

36,184+
43,849
33,191

10,658«
60,266
60,713

447+
244,174
270,147

25,973+

269,056
279,704

10,348~
269,056
287,133

18,977=

270,147
279, 403

9 » 256"

Wookly s¥orags of

COmpariggi g?t

earring

earning agssote Dec.
entire 132

2
31/&5 to Sept.1/26
d388t2’53pt.1,1926 with Sept. 2,1925

EXHIBIT “C"

78080

AVERAGE OF EARNING ASSETS FROM DECEMBER 31, 1925 TO SEPTEMBER 1, 1926 AS COMPARED WITH CORRESPONDING PERIOD 1925 AND ENTIRE YEAR 132
¢ Omitte
Philadelphisa Cleveland Richmond Atlanta Chi cago St.louis Minnespolis [Kansas City Dellae
449,850 038,105 45,347 §48,600 473,604  §36,424  §14,060 #12,716 $22,610
45,611 33,467 47,649 50,166 69,993 39,266 16,218 12,34 25,261
4,239~ 4,638~ 2,302+ 1,566+ 3,611= 2,842+ 2,158+ 375 2,651+
18,879 26,484 12, 707 26,545 35,191 8,47 11,789 14,513 12,246
19,028 27,398 12,557 29,884 36,529 8, 569 11,778 14,355 11,356
149+ 914+ 150 3,339+ 1,338+ 152+ 1le 158« 890~
20,454 35,214 7,842 1,995 50,1175 21,216 17,527 30,729 22,877
20,369 34,986 7,741 1,883 50,730 20,9M 17,317 30,167 21,752
85« 228= 101~ 112= 555+ 237= 150~ 562= 1,125-
91,183 99,303 65,896 77,340 158,970 66,057 44,376 57,958 57,733
87,008 95,851 67,947 82,533 157,252 68,814 46,373 56,863 58,369
4,175= 3,952~ 2,051+ 4,793+ 1,718« 2,757+ 1,997+ 1,095 636+
89,559 104,746 60,558 73,422 150,617 62,746 36,569 65,285 53,248
81,307 109,969 53,330 41,424 130,218 50,,290 35,311 50,299 42,249
8,252+ 5,223« 6,728+ 31,998+ 20,401+ 12,456+ 1,192+ 14,986+ 10,999+
89,559 104,746 60,558 73,422 150,617 62,746 36,569 65,285 53,248
85,078 113,704 54,734 56,548 138,045 55,936 37,21 57,293 49,024
4,481+ 9,158~ 5,324+ 16,874+ 12, 572+ 6,310+ 702 7,992+ 4,224+
87,208 95,851 67,947 82,633 157,252 68,514 46,373 56,963 58,369
86,794 104,672 65,678 63,482 117,394 68,7317 43,808 9,593 48,4692
214+ 8,821« 2,269+ 19,151+ 39,858+ 7+ 2,565+ 2,730= 9,677+
SOLARY FOR SYSTEM
Bills discounted for week $ 55,710+
Bille purchased for wesk 1,135«
Go vernment securities for week 2,253~
Total earning assets for week 52,322+
Weekly average of earning assete Dece31/25 to Sept.1/26
responding period 1 100,735+

FEDERAL RESERVE BANKS SEPTEMBER 1, 1926 COMPARED WITH PREVIOUS WERK AND SEPTRMBER 2, 1925; ALSO WEEKLY

San Fran,

$49,764
64,269

14,305+

26,552

25,991
555=

42,284
41,781

503~

118,600
131,847

13,247+

112,889
101,198

11,691+
112,889
109, 366

3,023+

131,847
119,975

11,972+

Total

$ 570,638

626,348
55,710+
254,616
1,135
321,217
318,964
2,253~
1,150,111
1,202,493
52,322+

1,159,967
1,059,232

100,735+
1,159,967
1,138,291
21,676+

1,202,493
1,126,089

76, 04+
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FEDERAL RESERVE BOARD

WASHINGTON

333537

ADDRESS OFFICIAL CORRESPONDENCE TO .
THE FEDERAL RESERVE BOARD January 29 , 1925.

')( St, L1z,

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 Committée, of which you have been
advised by the Secretary of the Committee, Federal reserve banks

- ghould hereafter report only the total holdings of such securities
on the face side of balance sheet form 34, instead of combining
these investments with Liberty bonds, Treasury notes, and cer-
tificates of indebtednsss, respectively, held in the regular in-
vestment account., On Wednesday, February 4, 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 statenent,
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 34 against the captions provided therefor.

On the face side of form 34 your total participation in
the special investment account should be reported against caption
"Participation - special investment account® 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 side of form 3% should be omitted from
the form 34 telegrams hereafter, as the maturity distribution be-
gimming Wednesday, February 4, will cover only certificates of
indebtedness held in your regular investment account.

Very truly yours,

E. L. Smead, Chief,
Divieion of Bank Operations,

ﬁW%LM 730, 23
ILETTER TO GOVERNOR AT EACH FEDERAL RESERVE BANK. /f‘f /
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January &, 13925,

Dear 4r. Founds;

Leferring Lo your letter of January 7 femesting oertain data
regarding swnimgs, dividend pgyments and charge offs in 1524 Wr the use
of the Special Investment Oommittes, I an pleased to furnish harewith the
inforngdlonremuestsd.

Charge offs and
Federal Resarve airrent net other extraprdi- Yividends pmid

Bapk ~Sarnings Bary charges-net

Boston $5685,515 « 115,093 $477,799
Kew York 2,218,530 1,601,677 1,796,530
Philadeliphia 762,010 14,018 615,136
Clevel amd 1,105,839 1,578,982 786,152
Riohmond 672,406 292,615 351,251
Atlanta 660,109 387,455 272,656
Chicago 1,244,036 334,913 909,123
St. louls 246,794 . 42,658 504,976
linne gpolis 543,9C 214,804 202,828
Eansas City 396,824 , 650,006 265,697
Dallas 826,302 561,278 249,789
San Franoisco 634,547 384,00 480,562

Total 9,896,814 6,176,634 6, 682,498

Yery truly yours,

(Signed) E. L. AmesA

K. L. Smead, Chief,
Division of Bank Operations.

Mr. L. 8. RKounds,
Comtroller of iccounts,
Pedaral lieserve Bank,
How York. H. Y.
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FEDERAL RESERVE BANK

oF New York

January 7, 1885

Mr. E. L. Smead, Chief

Division of Rank Operations

N Federal Reserve Board
Washington, D. C.

Dear Mr. Smead:

To assist us in calculating the proportions for the use
of the Special Investment Committee, I am writing to ask if you ocould
give me for our confidential use in this respect the following infor-
mation for each of the reserve banks for the past year.

a. Net earnings from operation

b. Amount of dividends paid - ‘ ‘

¢. Amount of chargeoffs and other extraordinary charges
against income.

I think the above information will enable us to calculate
these percentages on the same basis as has heretofore been done. ¥hat
T bhave in mind for item"™" is the net figure after payment of cperat-
ing expenses snd, of course, "a" minus "b" and "c" would represent the
net debit carried te surplus or the credit balance remaining for pay-
ment of franchise taxes and for surplus.

With thanks for your kind attention, I am

Very truly yours,

L ettna

L. R. Rounds
Controller of Accounte
LAL '

%/{L /32 /nyﬁow~*:”/ 5&7

federal Reserve Bank of St. Louis
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MR R eI R ey R o, July 23, 1924, :
e S , R W] 4

At a meeting of the Open larket Investment Committee held at the
Federal Reserve Bank of Boston on‘July 18, 1924, Dr. Miller presented a
memorandum prepared by this office comparing our estimate of earning assets
required to cover 1924 expenses and dividends with a similar estinmate pre-
pared by the Committee, which was based on figures reported by the varlous
banks. The two statements were in substantial agreement except that our
statement was based on operating expenses and dividends only, whereas the
Comnittee's statement included also estimated allowances for reserves and
extraordinary charge-offs aggregating asbout $7,000,000.

It was the understanding of the Commiitee that before the ratios to.:
used in alioting securities purchased during July were prepared, the
secretary of the Committee would confer with this office. Before discuss-
ing the guestion with the secretary of the Open ifarket Investment Comnittee,
however, I should like to know what the attitude of the Board is with re-
forence to these charge-offs, that is, whether current expenses, dividends,
and the normel annual depreciation charge on bank premises should be con-
sidered as the earning requirements of the banks for the purpose of alloting
open market purchases of U. S. securities, or whether in addition to the
sbove items allowance should be mage for probsble losses on paper now held
under discount for member banks considered to be in an unsafe condition,
for extraordinary charge-offs to bring the book value of bank premises down
to approximate replacement oosts, and for furniture and equipment purchased
during the year. .

7ven though Federal reserve banks should at times purchase securities
in the open market for the purpose of making expenses, it would not seem
that open market investment policy should be influenced by any desire on
the part of the banks to make sufficient earnings during any glven year to
cover extraordinary charge-offs on bank premises to bring book values down
to approximate replacement costs; for the purpose of making sufficient
earnings to cover possible future losses on paper held under discount for
banks considered to be in an unsafe oondition; or to enable them to charge-
off the full value of furniture and equipment purchased during the year.
1t is therefore felt that in determining the ratios to be used in alloting
securities purchased by the Open darket Investment Committee, which allot-
ments are now based on earning requirements, allowance should be made only
for current operating expenses, dividends, and normal annual depreciation
charges, or for ocurrent operatlng expenses and dividends only in case it is
evident that earnings will not be sufficient to also cover normal depre-
clation charges on bank premises.

Division of Bank Qperations’

T
o AL

Lt a4
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oF New York
May 13, 1924

ﬁ'. E. Ilo sn‘a.d,
- Chief, Division of Bank Operations,
Federal Reserve Board,
Washington, D. C.

D;;r Mr, Smead:

Referring to our recent telephone conversation, I have
written to all the Federal reserve banks as per tpo attached
letter stating that we would advise them definitely of any allot-
ments of Goverament securities in the Special Investment Acceunt
made from portfolio of Federal reserve banks, as distinguished
from allotments of purchases mede in the market,

Vefy /truly ypurs,

W. B, Matteson
Secretary, Open Market
Investment Committee

lncloluré
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Open Market Investment Committee
for the Federal Reserve System

Pigitized for FRASER
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CONFIDENTIAL May 13, 1924

My dear Governor ..eeseess?

Enclosed is a report of transactions in Government secur-
ities and bankers acceptances as reported to the Open iarket Invest-
ment Committee for the Federal Reserve System for the period from
Mey 1 to May 7, 1924 inclusive, together with data received by the
Cormittee from the Federal reserve banks.

In order to assist in meking periodic reports to the Board
several banks have asked to be advised whenéVer allotments of Govern-
ment securities in the Special Investment Account are made of pur-
chases from portfolio of Federal reserve banks. We shall, therefore,
arrange in the future to send you a separate telegram in cases where
purch:ses are made from reserve bank holdings, it being undersatood
that our regular coded wire (NOTABLY) will cover only purchases made
in the market.

Very truly yours,

W. B, latteson
Secretary of the Coumittee

Enclosure

Federal Reserve Bank of St. Louis
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Mr, Matteson writes to every partiopating F. R. bank every week
in regard to the setivities of the Open Market Investment Committee. In
his next weekly letter he will advise each bark that hereafter, when Gov-
ernment securities sre allotted from the portfélio of some ressrve bank,,
the telegraphic advice will state that faet. Where nothing is stated,
which will be most of the time, it will be taken for granted that the
purehase was made in the open markete A copy of his next letter will be

miled to you.

AN Horbett
N, .

6-9-24 - AN

, Division of Bank Operatiofn’
l 2

Pemo 0 20

ORGP
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OF KEW YOREK.

Fameary 3, 1924.

¥Mr. E., L. Smead, Chief,
Division of Bank Operations
Federal Reserve Board

Washington, D. C. Wil o, %/7/@‘*1@

Dear Mr. Smead: ‘ | R [[7-3-%¢ /

[ Division of Bank Operatioﬁs'

In accordance with our conversation of last night, 1 am
enclosing herewith a copy of a letter sent to each Governor outlining
the method of operation in connection with the handling of the special
investments. After this letter went out it was decided to separate the
two classes of investments, namely Certificates of Indebtedness and
Treasury Notes, and to carry them in two accounts as follows:

-~ Special Investment U. S. Certificates of Indebtedness
Special Investment U. S. Treasury Notes

This will obviate the mecessity of the procedure outlined in paragraph #4
in connestion with the transmitting of these figures to the other banks
for press statement purposes. In other respects it is my understanding
that the plan is being followed as ocutlined.

As you know, the actual digstribution of the amounts slready
purchased was made yesterdsy, the percentage of participation of each
bark being as follows:

BoStOn «ceasvsee 8.4
New YOrK ceseeee@7.

‘Pniledelphia ... 8.1
Cleveland seeeee 9.7
Riohmond .cecveeee 4.1
Atlant8 ..cce.es 4.8
ChiGag0 eseeceeeslb6.8
St. Louis ceeees 3.5
Minneapolis .... 2.7
Kansas City .... 3.4
DallaS -evsesase e

San Francisco .. 9.1

100.

1 talked with Mr, Higgins and it is my understanding that
he will see that there is reported on form 34 for this bank the maturity
_data for the total investment for the system, inasmuch as this information
will not be available to the other reserve banks.

Very truly yours,
| (Signed) L. R. Rounds,
)igmzed for FRASER 4cting General Amditor

ttp://fraser.stlouisfed.org/
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CONFIDENTIAL _ December 24, 1923.

HMy dear GOVEINOr csesvssscet

In accordance with my letter of December 12} 1923, we have considered the
procedure to be followed in the handling of short-term investments in Govermuent
securities acquired for the System at the discretion of the Open Market I.nvestment
Committee, and have formlated a plan which will be simple and easy of operation
‘and at the same time will provide for an equitable distribution of the investments

and of the subsequent profits or losses, if any, resulting from these transactions.

The proposed plan, which has the approval of the Committee, is as follows:

1. As securities are purchased the New York Bank is to charge
the cost of all purchases made to a spacial account to be carried on
its books under the title "Special Investment U. S. Securities.”

2. The par amount of all purchases made widl be prorated to each
reserve bank on the percentage basis already set forty in my letter
of Desember 12, 1923, the New York bank crediting the total amount al-
lotted to the other eleven banks to an account on its books entitled
"participation of Other Federal Reserve Banks in Special Investment
U. S. Securities," at tie same time advising each other reserve bank
of the amount of its participation.

3. Upon receipt of these telegrams euch other reserve bank will
ocrédit New York through the gold settlement fund, debiting an account
on its books entitled "Participation in Special Investment U. S. Secur-
ities,™ the total of the participstion by each bank to be carried on
its balance sheet form 34 against this caption.

4. The figures reported on the weekly press statement will, of
course, be against the usual captions "U. S. Certificates of Indebtead-
nesa™ or "U. S. Bonds and Notes,™ as thecase may be, and each bank
will be advised each Wednesday night by the New York Bank as to the
Division of its quota between these two accounts .

5 The New York Bank will hanile all accruals of earnings by
first aceruing the earnings on the entire fund to a speé¢lal account
to be styled "Interest Earned on Special Investment U. S. Securities,"”
after which it will each day distribute the accrual to each bank in
the same proportion as the imestment, crediting each bank daily with
ike proportion throughthe gold settlement fund, and debiting an ac-
count to be entitled "Particicpation of Other Federal Reserve Barks in

Interest on Special Investment U. S, Securities,n
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L 6. Sach other reserve bank will crecit its snare of the earnings
' to its regular cccount "Interest bhurned on U. S. Securitiesg” or if it

prefers, to an sccount "Interest Larned on Special Investuent U. 5.

Securities.”

7., 48 sales are made the operation will, of course, be reversed,

Hew York creciting euch bank with its progortion thr ughthe gold

settlement fund, and each other reserve baunk crediting its account

"Special Invesiment U. 3. Securities' wupon receipt of the adviee of sule.

8. In case of profits or losses resul ting from sales, the distribu-
tion will be node in the s ame way, each bank being furnished with full
information.

Under this plan the New York Bumk will carry on its vookds tie premium
snd discount accounts, if any, ana also the "Accrued Interest ot Collected."” Tie
other eleven bau.ss will hove only the ewrning asset cccount representing tne par
amount of their participation in the total pwrchases and the gornings sciually
accrued. dnis will materially simplify the hundling of tnese trunsactions so far
=8 the accrual of earnings onuw toe uavising dally oy entrics over the wire is
concerned.,

In the event of chunges in tlie ratios or distribution to tne several
reserve barnks, the totul account will be wdjusted to the new percentuges with
appropriate wire advice to each bani concer:ing entries to be mude or, wnen the
adjus tuents are smally, it will provably be absorbed in the first trensaction
tiiereafter, whether purchase or sale.

4s snd when other reserve banks are directed to make urchases for tiis
account, such bank will receive puyment in full from the Wew York bank, following
widch the New York Bank will make cistribution in the same monner as though purchase
had been made by it in the first instame. <the securities purchased for this
cccount will be retained by the New York Bank and will be lodged by it in a
nspeciel iccount” to be held Wor the System separate and spart from all other
securities held by it.

The Comudittee has already invested ;34500,000 in Liarch 1924 certificates

for this account and us soon as ull 0r the banks heve been heard f
& rom,
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this purchase with any others made in the meantime will be prorated in accordance
wi ththe foregoing. |

Will you please let me know promptly if there is anything about this
procedure that is not clear to your, or with which you are not entirely in accord.

Very truly yours,

- Benj. Strong v
Chairman, Open Market Investment Commi bbee
for the Federal Keserve System,

-ggte: For your information, we have received advises from the governors of all
Federal reserve banks stating that the plan outlined in my previous letter has
been presented to their respective boards and that it has their approval.
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