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F e d e r a l . R e s e r v e  b a n k REtn

" 9> 4954OF NEW YORK

N e w  Y o r k  4S , N. Y,

April 1, 1954

Mr. Robert F. Leonard, Director 
Division of Bank Operations 
Board of Governors of the 
Federal Reserve System 

Washington 2 5 , D. C.
Dear Mr. Leonard:

We have today sent to the Reserve Banks a copy of the computation
shoving the ehanges in participations in System Open Market Account on 
April 1, 1954> jmrsuant to the provision for reallocation approved at the 
meeting of the Federal Open Market Committee on June 11, 1953-

Enclosed herewith is a copy of the letter of transmittal, together
■with three copies of the computation, also copy of telegram vhich vas sent

/ Federal Reserve Banks.

Manager, System Open Market Account

Enclosures (5)
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COPY OF SIMII LETTER SEKT TO THE PRESIDENT 0” 
RESERVE BAHL JCCEPT HEW IOEK

APR 9 1954

SECTION
M I S C .  14 0 A  ,1— 4 0 M - 7 - 5 3

F e d e r a l  R e s e r v e  B a n k  o f  N e w  Y o r k

N E W  Y O R K  4 5 , N E W  Y O R K

C M r#  Joaoj>h  4 *  S r la fc o a a , T r*a td m t  
F e d o r& l H o a o m  Bm k  of B o rto a  
Boston, Maseaefcueotte

Boat Mr* III eksorn

O
In aeeora&no# with our tolefr&a of iod«yr* 1 

fa©r*with ooRputatioii of t&© s&d* on April 1, 1954

In tb« participations of tho Federal Reserve 8*mk>s 1b tho B jm tm

) fory truly youra,
Bob«rt 0* Bouse,
Manner, Sjet«& 0p*a Market Account.

Saclosure
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5C ONKIDENt1 IAL F.R,

REALLOCATION OF U. S. GOVERNMENT SECURITIES IN SYSTEM OPEN MARKET ACCOUNT, APRIL 1, 1954
(in thousands of dollars)

/T,

System Boston New York
Phila
delphia

Cleve- 
_land Richmond Atlanta Chicago St. Louis

Minne- 
apolis

Kansas
City Dallas

San 
Francisco

§A. Daily average of
— -. • total assets,

year ending 
February 28, 1954

B. Ratio (per cent)
based on "A"

C. Actual allocations
March 31, 1954

D. Allocation on
basis of "B"

E. Difference
F. Actual reserve

ratio March 31, 
1954

G. Reserve ratio
March 31, 1954 
adjusted for 
allocation

51,161,873

100.0

24.632.337

24.632.337 

±94,440

46.0

46.0

2 , 822,998

5.5178

1 , 356,355

1 , 359,163

+2,808

43.3

43.2

13 , 068,387

25.5432

6 , 341,053

6 , 291,887

- 49,166

48.1

48.5

3,113,636

6.0858

1,484,197

1,499,075

+14,878

46.9

4,384,907 

8.5707

3,013,331 |2,605,751

5.8898

2,091,015 1,460,698

46,4

2,111,164 
+20,149

48.4

47.9

5.0931 

1,259,919

1,450,795 11,254,550i1
-9,903 j -5,369

42. 2

42.6

42.7

43.0

8,944,024 

17.48l8 

4,257,256

4,306,176
+48,920

45.6

2,140,877 1 , 256,367

45.O

4.1845

1,036,307

1,030,740

-5 ,567

43.6

43.9

2.4557

607,951

604,896

-3,055

43.2

43.5

2,207,312

4.3144

1,073,551

1,062,738
-10,813

43.6

44.1

2,010,340

3.9294

978,470

967,903

-10,567

45.2

45.8

5,593,943

10.9338

2,685,565

2,693,250
+7,685

46.7

46.5

Federal Reserve Bank of N. 
Securities Department 
April 1, 1954

Y .
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M I S C .  U O A . l - 4 0 M - 7 - 5 3

F E D E R A L  R E S E R V E  B A N K  O F  N E W  Y O R K

~"C*D IN PILES SECTION 
APR 9 1354

N E W  Y O R K  4 5 , N E W  Y O R K

m m m zm  m m m m  
h m h

m m m  to

a a a L ^ j a i L s ^ ^  a j m

% r i l  1 ,  i f 5 4

M m m M M a L M jm m a L  m m

Koodjustsamt of ^nrU dp«U M » la  O er«rem i s o m t t io *  jvtio in  &jm%m A m w i 

l i  ootag »o£o today a»4or tho prcnriidoa for m lleootiaci of aofy<*nmo«t ooourltioo

ip^rwod ty tho F#dor®l Opoa Gonatttoo Jtttto U f If S3* Tho ooapufcoiloaa olMndaft
kodjtt*tnoat* £«4o in partlotpotloa* of tho oarotal ?Otaral Hooofvo ta&o srt feoiag 

Llo4 1^411 3«nk& toai&fet* YImmvo ooaputatio&a liidlo*te aa
HH

Is  jrour lonjr fe&nfc >111 roooivo- £&&« a fto r -

il  eodo4 «iro  ioiailoO  oatrio® to bo a&Oo today*

im m is m u m

xscmas

m js & i' jm w jM  tm m m

tu r n , m m m

m * M § Atum*

J«BR£#T«f* U30ta
rovsu,, KSanuiQLts 

m o t t u m m  c m  

xmi&p m sM

m cm m

vm im m

iMCimm

wffimm
m m m m

vm m m ,

m m iisK
mm&m0 um maeiaco tm m rn

$2§m 9om

U ,m 0QQQ

m
9.90 3.0 0 0

%m9tm
m  ,9.0,000

5.567.000 
3,0^,000
i M U * o o o
10,567,000
7*685,000

mmm

\ FOR FIL1SS ”1
1 E' ^ nover„J
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REC'D IN FILES SECTIQJ*

FEB 2 3 1 9 5 4 # ^  
d 1 f 3 , . 3  0 .

February 1®, 19SJ*.

Hr. R. 0. Rouse, Tic# President,
IkIh i I Reserve Bank of Hew Xoik,
Nov Tork 2£, N* f.
Dear Bob*

In leeordaaM with our conversation, enclosed
la a copy of & draft of the niaoraad^lto the Federal 
Open Market Canmittee r̂ gaî ilig a S l ^  of securities 
In the Open Market Account, it is prepared with the 
thought that It might be helpful to send some n»h 
momomodm to the Open Market Coussittee in advance of 
Hie annual Meeting* Be expect to have the actual figures, 
based on the I2-»onth averages ending February 28,  19£U, 
available for the Meeting*

If you think ease such memoranda* nouM be 
desirable, I vould appreciate your comments and suggestions, 
and feel ffcee to shoot.

HT own suggestion vould be that if a memorandum 
is sent, it be accompanied by fables I, II, and III# 
but net by fable 17,

Sincerely,

R* 5*. Leonard, Director, 
Division of Bank Operations.

RFL:jbs

Digitized for FRASER 
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TIE (TO IN FILES SF^'mr 
FEB 1

Mr. L#on»rd
february 15, 19 5^ 

Allocation of Sjratoa Open 
WiytiksS Account.

A ttached is  a  d r a f t  o f  a  —  n i t i Iuii prhlch Might INI \i m & 
hy jw& Hr* touaa \tn2a r Ih# formula f o r  ro**
a l lo c a t io n *  o f  O cram aant a a c u r l t l a a  in the B j iW a  Jusceunt.

Alao attaehad 1* a  — aormflfrra $ai»K» I
of Sliis ahova the roaulta of a reallocation at thla tlva
baaed on arorace total ia««ti for the j*mr endin* January 31; which 
roaulta aro > n——  1 1 iafl 1b tho draft attached. giTta a
omMury #!*- %ho rooorvo ratio oxporlonco under tho now forsula in tho 
form yen au**«»ted.

Sbe off act of tho $500 million aalo of securi %&♦* to tha 
frosgaty #m tho loweat roaorr* m M &  «f *fc* Vfcftone Banka la ahovn in 
faille-1? attached to Mr# frajaaoBi'a ■tnorandua.

Attachments.
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:JD IN FILES SECTION

FEB 1 71954
D R A F T

TOt T*4»rfil Opon MArfcot CaMittoo 
FROMi R. Q. Roaoo m€ %# F% LaonArA

Tho pro#o$«ro for »ll#oaMais of mmw%%$09 In ttm Qpon Harkot Accownt

•Soairitla* In th* Account shell to# 
roallooatod April I. of oA«h yaar oo 
t&o boo la of dAlly avorAfroa of total 
U M t i  for the It. «ontha ondlnf with
tb e  lust $*jr o f  W&mmp?**

la Anticipation o f  tfett Karoh ®ootinf o f  tho Fodoral Opon Worket 
Coaaittoo, n pro font Allooation of aoaariiloo held .la' til* Syatoa Gpoa Narkot 
Account haa boon asdo aa o f  Fobru«r/ i, 195ii, baaod on tha rAtioo o f  aaoh Sunk1 a 
aiarafo totAl oaaata for th» 12-montb parlod oading January 31, 195U.

It appoara that tho foraol* la working aatiafsotorily and m rooommd 
that tbo roallooation bo aada .April 1 aa proridod in tho- preaant proeodura.

Tho pro forma roallooation aa of Fobruary 1 ahowa ralattfaly awall 
ahifta ia participations, md It 1a axpaotod that tha ahangaa ia poroaatago 
participations 1® %im April 1 roallooatlon' will bo aubatantlally thooo Indioatod 
by tha trial ^Wb, low foffc1* paroontaga ahowa a looa of alightly looo than 
two-tantha of ©no par oont, witfc Chicago ahowinp approxlaataly tha aaao gain. 
With theso oxoaptlona tho changoa la participation paraontafaa aro loaa thaa 
ooo-tonth of 0**t por oant in oaoh caao.

1, 1953 (M r. Iloflor*
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m m  - 2 -

Ths pro forma n»alloo*iion would have inorsased the dollar amount of
participations of five Banks and decreased those of seven Banks, as followst

Increases la Decreasea in
partlelpitlon p*rtlclp«tloa

*li6,051,000 
8,h51,000
5.1.70.000 
It, 830, 000
3.252.000
9.712.000

Buring the five months in which the now formula lias been in affect,
It lias not been necee#ary to invoke paragraphs 5 or 6 of the statement of 
Procedures with Respect to Allooations of the System Open Market Aooount* which 
provide for adjustments of participation* in the ease of unusually low reserve 
ratios (below JO per cent), the latest ratio during the period was 38*8 per 
esnt at Kansas City on December 2, 1953. The highest ratio was 1*8.8
at Philadelphia on Beoaofeor 21, 1953* For all Banks combined tbs high ratio 
was kS*B (January 29-31, 195k) and- the low ratio was 1*3*8 (Deoember 19 and 26, 

1953).

Boston
Philadelphia 
Cleveland 
Chicago 
San Franoisco

$2,316,000
13.231.000
19.292.000 
iii*#9i*2,000

7,860,000

wrjasrm

H m u  ------SOW *OT»
Bio&mMsmd 
Atlanta 
St. Louis 
Minneapolis 
Kansas City 
Dallas
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1) Lv >> ! - - . rj(?
,* i

* ‘ " ^j '’3 3 3 ^ . 3 ' ^ cL Krtn»py-X£*.59a__
Mr* Leonard Allocation of System Open
J* C. Eransoni Market Account

Ion asked for information concerning the Banks* experience 
with th# new formula for allocating the I!. S. Government securities 
held la the System Open Market Account, which was authorized by the 
Federal Open Market Committee on June 11, 1953* the first reallocation 
under this formula was made September 1, 1953 cn the basis of the rati# 
of the daily average of eaeh Bank's total assets to the System total 
in the year ending July 31# 1953*

Table I,attached, shows a pro forma reallocation which might 
have been aade February lf 195k* This table is based on the daily 
average of total assets for the year ending January 31, 195k*

Table II shows a comparison of each Bank’s per cent of par
ticipation in the System Cjpea Market Account with participation per* 
centages m  the basis of the pro forma reallocation in Table I.

Table III shows reserve ratios on September 1, 1^53 and on 
January 31, 195k# and the high and low ratios for each Bank during 
this period, together with the dates on which they occurred*

Ion asked about the effect of the November 9, 1953 sale of 
$500 million Treasury Motes to the Treasury Department on the Banks1 
individual reserve ratios, with particular reference as to how much 
lower a Bank's reserve might have been without the benefit of this 
trans ition on the low ratio date between November 9, 1953 and 
January 31, 1951$.

Table IT, attached, shews that the Kansas City Bank had 
the lowest reserve rati© of 38*8 during the period and that without 
its $21,791,00© participation in the November 9 sale a rati© of 37.6 
would have been shown. In general, the table shows that on the date 
of the lowest ratios, they would have been less byi

1% at five Banks • New fork, Philadelphia, Cleveland,
Chicago, and San Francisco

1.1$ at five Banks - Richmond, Atlanta, St. Louis,
Minneapolis, and Balias
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PRo romA jnixocmoi or o. s. asnmaat skukctus xs szsm ora* nuns taaxm, rauauar i, 1954
(In e>oaM»as of dollar.)

Syatasa Sostexi 9 w  Yor̂ r d«lphla
ci*r«-

iHrhww^l ITftri St. Louis
Minao-
apoli» .fife.. Tk>1 Fra&clsco

Daily averaga «f 
total asset*, 
y»*r ending

2,824,673
sN

B.
January 31, 1954 

ftatio (par coat)
51,210,657

nK
1 3,087,3^5 3»U3,l45/v.*,387,315 3,0 19 ,20 5

A-.a,60S,006 8,944,228 2,144,466 1,257*190-A.2 ,2 11 ,6 6 0 2 ,013*770nTv 5,599,654* A.

#*

baaad OB
'at wan

100 .0
a 5 .5 15 8 2 5 .5 5 5 9 6 .0 7 9 1

-A
8.5^72A 5.8957 5*0927"A ■*s

4 .1 6 7 5A 2.4549
A

4 .31S8v**- 3.9323 10.93*5■A.

1.

January 31# 195^ 24,639,3i2A 1,356,7*3A 6 ,3*2 ,8 6 2/n i,434,620A 2 ,0 9 1 ,6 1 1A
1,461,114

A 1 ,260 ,279'A
4,256 ,4 70 1 ,036,603>A 608,124 1 ,073,857A 9 78 ,74 9A 2,6 8 6 ,3 3 1A

of "B* 2^,639,362
A
1*359»058 6,2 9 6 ,8 11A 1,497,851A .2,120*903A. 1,*52,663A 1 ,254,8 0 9 4,30 3 ,4 12 1#031#773 604,872

A
1,064,125

A 968,89*A 2,6 9 4 ,1 9 1

1,

f*

Difforaaca
Actual raaorr# 

ratio January 31,

* 8 7 ,6 4 1 + 2 ,3 1 6 **6,051
A

♦ 13,231A >  19,292 - 8 ,4 5 1 -  5,4 70\P •f 44,942 - M 3 0A * 3 ,2 5 2
a
r  9,732

A
-  9,855A

♦ 7 ,8 6 0
A

G*
195*

Baaerva ratio 
January 31, 1954 
adjusted for

>►5.7 44.6 46* 9
■A

46*5
a

4l.l
A

41.1 46.8
vV

44.4VA 4 4 .9
,/v

4 3 .2 46*6

allocation 4 5 .7 44.5
A 4?.3

A
%6.o 46*o

A
41.4 41.3 46.3 44.7-A 4 5 .2vN. 45.4

A
4 3 .7

A
4 6 , 5

BOARD OF GOVERNORS 
OF THF. mXfJd RESERVE SiiTKM 
BIVISIOB OF BANK OPERATIONS

Frtrwtry 15, 1951 rr-r, 
* a ? !

DECLASSIFIED
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or S4CH rsDfiiuiL msmm per w  car participatios
i i  the system mm market accooht

rxBm n

b o a r d  or g o v x b h o r s
or THE M U i  IBSEfHTE SIS ISM 
DIVISIOIf 0^ M S I  OPSRATXOMS 

Fstoruary IS, ^ 54 ,s, a/

Fiitinl Hassriw 
Bank

« • ̂p̂wpjBaw
(9-1-53)

F» f o r m
(*-l-5k)

Maotiti chaagt
XaoraaM Bm n m *

Boaton 5.S06I*' S.51S«̂ .009k
In Xork I5.7M8' 25.5559 * •U6; «<
Pfeiladalphla 6.os$k 6,0191' .0537'
ClaYaland B.k669 8^6tJA .0783 •'•
Bfitlwwwf $.9300' 5.8957 A .03M-

S.Xik9^ 5.0>t7 * ,m n ^

Chicago x t .m n * .18lk
ft* Louis k .io n N k.1875 N .«#>
W1nnaipa11i 2^6ai-‘ 1.454? J' .0132
lanftas City l».35«3A h.3S3M^ .0395 1
Dallas 3.97*3 A 3 .9 m  ̂ .shoo •
fan Fraaoisoo 10.9026 M.JSkSA .0)19'

Totals 100.0 vN 109.0 .1557 >■ .1557 -n

iSwKCMdteffltt'
1£ #£ Opaa Market Account 2~X-5U 
.1$I » * • * »
,01£ « « * » »

,koo,aoo:~  
2k, 610,000 
s,k6k,mo p

rr~'
L l

V; j
DECLASSIFIED

Authority j r . Q . I D 5 0 /
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9xmA r p ’

CCMUtXSQff or M M  mmmrnm aifllMilM 1* 1951 - **

■UyuyMk'f -am btlM Oft 1l«h ntto* £0* ratloaBank ^  w i J»»Miy 31, 195% S*S* Bata jaaas

Boaton * 44.6 ' v t /n / j i * 46,7 N V*3/5*A 41.7 *
9m laris 45-9 46.9 <s l/*7M 48.6 l*/«4/53 * 39.6 A
FhHadaĴ iiia 46.8 *6.4 a u/n /53 • 48.0 '•> 10/15-16/53 a 44.2'A
yjL^mina 46.3 A 46.5 * U/30/53 a 47.7 * y a f a /n * 44.0*

4*.l v ta.i * uA*/53 44.8 a i/*oM 39.5
Ĵljaatlsa 4i.o ̂ 4i.xA l*/*4/53 43.4 <N U/83/53 ».3a
dxi>c&g& K.t •■■ m A 1/13/5% 47.5 A S/*^53\ 43.8 ̂
Bt, fenda 44.6 A 44.4'̂ ll/W/53 * 46.1 ̂ 10/l*/53A 41.8 •'
■taBaapolt* 44.1 44.9 a 1*/ 9/»A 45.7 * ftfr*/53* 41.3
Smaa City 41.6 * 44.9 ’ - l/#9-3l/5* n 44.9 >- M/ */53 * 38.8 "

4C.1 A 43-* l*/«4/53 46.4 A IQ/14/53 A 39-8*
ten Franci»co 44.7 A 46.6 U/30/53 ̂ 48.0 - U/ 4/53 A 48.?a

«'■ 45.7 A 1/89-31/5* 45.8 ̂ l*/l9/53) 43.8 <N

Of U S  STSTW,
BXTI&IOg OF 2JXE Qf*8A£X0».

i**w»*y 315# *95* ^  v

MBD/gmh * ^ nj- o c t
v'

DECLASSIFIED

Authority i f ,  0  . I f )  5 0 /
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mtniii n  — f  w e ? oi lanu, m u i i  i» m  g,
« r  *500 m u u gi i h u o b  a m  so t u s o r  nsnuom R o» m vaoxB 9, 1953

iOMHRais in thCHMMA&a)

JĵKHde
la

$$00 KUUMlfll 
Nil *• t M W B 7

U-9-53

>1# * —_—±--JMvW Us iOVVVv 
XMfeatfWfe
11-9-53 ttroath

..

BajpMlt u3 ?. 1. 
apt* U A U S U m
491 llitli ZVMJfM

n U o  4at«

ffffrf* VMMKWINi HlEtTtl mtioa ~ "
Ob l«re*t natrvt1 

ntlo data
Adjactad. to rmtn 

at a  h 1«
AelBii, m. date 
of ym poiat

Ad̂ uitad %o raa9f%
•fTsc* *f a  Ml*

♦ 87,538"- 1 -13-!* *- ♦ 2,*7*,837 a $1,030,92T A ♦1,003,395 s %X.T a *0.5 A
1m  Imek iaa,7i* s 12 -**-53«' 12,*61,330 *. *,939**8* ,v *,810,770 a 39.6 a 38.6 a

30,127 A 1 -15-5* *■ 2,855,997-\ 1,283,06* A 1,252,937 ' * * .9 * *3-9 A
arui *#,***■' 12-15-53 a *,036,071 *n i,m,*9o^ 1,735,0*6 a **.0 A *3. 0 A

Uc&MS&d 89*650^ 1-80-5* <N 8,669,U8 f' 1,05*,815a 1 ,085,165 39 5 vN 38.* A
MMsXastft 85,57*^ 11-83-53 A 2,335,79* A 918,363 ' 898,789 a 39.3 A 38.8 A
Chicago 86,*16 a 12-21-53 v 8,591,1*2 a 3,855,977J 3,769,561.n **.9 <* *3.9 A

Louia 21,035A 12- 8-53 A 1,99*,220 a 857,237 a 836 ,808 ̂ *3.0 A *1.9 A
i a 18,3*1 A 1- 6-5*-' 1,156,269 A *93,56*a *81,283 *2 .7 *N *1.6 A

Bu m s  Ctty 21*791A 12- 2-53 * 1,919,626 ̂ 7 * M U ^ 722,*80 a 38.8 a 37*6 A
SftjyysA 19,862 a 12-16-53 J- 1,770,156 N 782,05* ^ 702,198 A *0.8 x 39-7 A
(to& Fvanclmgjo 5*,51* ^ U -lB-53 J' 5,263,6*6 0 iiha itk n 8,887,680 •■" **,5 s *3-5 vN

BOARD OF GOVEEBOBS 
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B R D  D F  G O V E R N O R S
O F  T H E

F E D E R A L  R E S E R V E  S Y S T E M

Office Correspondence Dfltft — February -l£, 195i
To.

Fro:

Mr. Leonard
Jm C. Franzoni

Subject - Allocation of System Open 
Market Account

You asked for information concerning the Banks1 experience 
with the new formula for allocating the U* S* Government securities 
held in the System Open Market Account, which was authorized by the 
Federal Open Market Committee on June 11, 1953* The first reallocation 
under this formula was made September 1, 1953 on the basis of the ratio 
of the daily average of each Bankls total assets to the System total 
in the year ending July 31, 1953*

Table I, attached, shows a pro forma reallocation which might 
have been made February 1, 19%h* This table is based on the daily 
average of total assets for the year ending January 31, 19514*

Table II shows a comparison of each Bank's per cent of par
ticipation in tha System Open Market Account with participation per
centages on the basis of the pro forma reallocation in Table I.

Table III shows reserve ratios on September 1, 1953 and on 
January 31, 195U, and the high and low ratios for each Bank during 
this period, together with the dates on which they occurred*

* * * * * * * * *

Tou asked about the effect of the November 9$ 1953 sale of 
$500 million Treasury Notes to the Treasury Department on the Banks1 
individual reserve r atios, with particular reference as to how much 
lower a Bank's reserve might have been without the benefit of this 
transaction on the low ratio date between November 9, 1953 and 
January 31, 195U*

Table IV, attached, shows that the Kansas City Bank had 
the lowest reserve ratio of 38 « 8 during the period and that without 
its $21,791,000 participation in the November 9 sale a ratio of 37o6 
would have been shown* In general, the table shows that on the date 
of the lowest ratios, they would have been less by:

1% at five Banks - New York, Philadelphia, Cleveland,
Chicago, and San Francisco

1*1* at five Banks ~ Richmond, Atlanta, St* Louis,
Minneapolis, and Dallas

1*2$ at two Banks - Boston and Kansas City
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JffiC ’D IN W[LES

NOV 12  1953 1
^ 3  3,

DISTRIBUTION OF PROFITS AND LOSSES ON THE SALE OF SECURITIES ON 
THE BASIS OF AVERAGE HOLDINGS OF SECURITIES OVER THE PREVIOUS 
FIVE-YEAR PERIOD (REVISED PLAN FOR ALLOCATION OF SECURITIES)

Mr. Young r e c a l l e d  t h a t  in  the rev ised  plan f o r  a l l o c a t i o n  o f  s e c u r i 
t i e s  in  the System open market account provisio n  i s  made f o r  d is t r ib u t in g  p ro f
i t s  and lo s s e s  on the s a le  of  s e c u r i t i e s  on the b a s is  o f  average holdings of  
s e c u r i t i e s  over the previous f iv e -y e a r  period . I t  had been suggested, he sa id ,  
t h a t  t h i s  plan could be s im p lified  by d iscard in g  the s p e c ia l  r a t i o  and using the  
same r a t i o s  as  a re  used f o r  the b a s ic  d i s t r ib u t io n  of  s e c u r i t i e s  and earn in gs.  
This would avoid the maintenance of a  s e r i e s  of  f ig u re s  on holdings f o r  f iv e  
y e a rs  back and, while i t  might make some d if fe re n c e  between banks in  the d i s t r i 
bution of  p r o f i t s  and lo s s e s  on the s a le  of  s e c u r i t i e s ,  i t  was not thought th a t  
such d if fe re n c e s  would be m a te r i a l ,  a f t e r  payment of  ta x e s  to  the Treasury .
Mr. Young a ls o  suggested t h a t  a f t e r  the new plan had been in  operation  f i v e  years  
i t  was probable t h a t  the f i v e - y e a r  average o f  s e c u r i t i e s  held w i l l  be p r a c t i c a l l y  
i d e n t i c a l  with the cu rren t  a l l o c a t i o n  based on t o t a l  a s s e t s .

The P re s id e n ts  agreed t h a t  th ere  was m e rit  in  Mr. Young’ s suggestion  
but f e l t  t h a t  th ere  were v a l id  reasons f o r  sharing p r o f i t s  and l o s s e s  on the ba
s i s  o f  p a r t i c i p a t i o n  during the period and, s in ce  the work involved in  complying 
with the  present formula was not burdensome, took no a c t i o n  with r e s p e c t  to  the  
m a tte r .
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F e d e r a l  R e s e r v e  B a nk

Division of Bank Operations 
Board of Governors of the 
Federal Reserve System 

Washington 25, D. C.
Dear Mr. Leonard:

We have today sent to the Reserve Banks a copy of the
computation showing the changes in participations in System Open 
Market Account on September 1, 1953, pursuant to the plan of 
allocation approved at the meeting of the Federal Open Market 
Committee on June 11, 1953 •

Enclosed herewith is a copy of the letter of transmittal,
together with three copies pf the computation, also copy of telegram 
which was sent to each of the Federal Reserve Banks.

o f  N e w  Y o r k

N e w  Y o r k  45 , N . Y .

September 1, 1953
RTC'D IN F IL E S  SEC T IO N ]

SEP 8 1953

R o b e rt  tr . R o u se,
Manager, System Open Market Account.

Enclosures (5)
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M IS C . 1 4 0 A .1 — 3 5 M -1 -5 3

F e d e r a l  R e s e r v e  B a n k  o f  N e w  Yo r k

ilE C ’D IN F IL E S  SECTION

SEP 8 1953

— MEW XjQR.

September 1# 1953»

C M .  Alfred a# Williams*
President* Federal Reserve Bank of Philadelphia*

Philadelphia, Pennsylvania.
Jtear Mr. Williamst

G.  In accordance with our telegram of September I,
19^3* I enclose herewith computations of the readjustments 
maie on September 1# 1953 In the participations of the 
$*ederal Reserve Banks In the System Open Market portfolio#

Very truly yours*

n

Enclosure

Robert G. Rouse* Manager* System Open 
Market Account#
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MISC 37.2*2M>4-B2

F E D E R A L  R E S E R V E  B A N K  

O F  N E W  Y O R K

S E N T  B Y  __ ___,_____ — «S B»NP'"T@ F I L E S
Tf E^T) IN FILES SECTION j

C O P Y  O F  T E L E G R A M  crp g 10^0 !i o Ls v"-' '' i
i S

2 SECUfilTISS BEPABTHSff -------  ■ I _  ____ ____ ______  ____ *■ =
CMlCS

CHARBE TO "3AE* SEPTSMffiK 1, 1953
im .m m i  to u r n  fed er a l besots bank as xmdicated bklov«

Readjustaent of participations in Government securities held in System Account 
la being made today under the provision for reallocation of Government securities 
approved ty the Federal Open Market Committee June 11, 1953* The computations shoeing 
adjustments made in participations of the several Federal Reserve Bank© are being 
mailed to all Reserve Banks tonight* These computations indicate an 
INCREASE
DECREASE OF $ in your participation• Xour bank will receive this after
noon the usual coded ’wire shoving the detailed entries to be made today.

ERICKSON, BOSTON DECREASE 331,180
VXtLXAMS, PHILADELPHIA DECREASE 59,598
FULTON, CLEJTKLAND DECREASE 305,961
LEACH, ICHMOND DECREASE 304,512
HHZAB, ATLANTA DECREASE 216,339
YOUNG, CHICAGO INCREASE 575,700
JOSHS, ST* LOUIS DECREASE 270,707
POWELL, MINNEAPOLIS DECREASE 156, 09S
L E m , KANSAS CTO INCREASE 96,7«1
GENTRX, DALLAS DECREASE 213,853

EARHAHT, SAN FRANCISCO INCREASE 295,519

ROUSE
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Ig I Authority . Q.  | D 5 0 /
| hh j

!w ^  '[w oj I REALLOCATION OF GOVERNMENT SECURITIES IN SYSTEM OPEN MARKET ACCOUNT, SEPTEMBER 1, 1953
CONFIDENTIAjg | (in thousands of dollars)

DECLASSIFIED

--------------------- Q_
% LjJ

■ OO | System Boston New York
Phila=
delphia

Cleve
land Richmond Atlanta Chicago St. Louis

Minne-
apolis

Kansas
City Dallas

San
Francisco

A. Daily a 
total 
year £ 

July 3

P ,■ferage of 
ĵgsets,

1, 1953

!

1
51,369,945 2,828,655 13,224,060 3,095,237 4,360,734 3,046,250 2,627,503 8,878,342 2,161,176 1,267,867 2,238,866 2,040,578 5,600,677

B. Ratio (per cent) 
based on "A” 100.0 5.5064 25.7428 6.0254 8.4889 5.9300 5•1149 17.2832 4.2071 2.4681 4.3583 3.9723 10.9026

C. Actual alloca
tions August 31,
1953 24,988,666 1,707,156 5,542,535 1,565,265 2,427,224 1,786,340 1 ,494,484 3,743,141 1,322,005 772,843 992,300 1,206,478 2,428,895

D, Allocation on 
basis of "B" 24,988,666 1,375,976 6,432,783 1 ,505,667 2,121,263 1,481,828 1 ,278,145 4,318,841 1,051,298 616,745 1,089,081 992,625 2,724,414

E. Difference - 1 ,858,248 - 331,180 + 890,248 - 59,598 - 305,961 - 304,512 - 216,339 + 575,700 - 270,707 - 156,098 + 96,781 - 213,853 + 295,519
F. Actual reserve 

ratio August 31, 
-1953 45.0 30.0 52.7 44.8 40.2 30.2 3 1 .1 53.1 29.1 30.3 47.0 29.9 52.8

L, . Reserve ratio 
August 31, 1953 
adjusted for 
allocation 45.0 43.6 45.2 46.9 47.8 41.6 40.4

.
46o 3 43.2 43-9 42.2 42.0 47.1
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R ] ’*» J;'U >
| /?:? 1 

Federal Reserve B ank i ' Ct'P lOvVio !
of Atlanta 1----- -----

OF F I C E  O F
P r e s i d e n t

'■.....J
August 2ii, 1953 \

J
Dear Bobs

I/<iid appreciate the sending of your 
letter/to Hap Young in which you commented 
on Neii Dawes* suggestions.

I t  seems to me that the matter is not 
one of great importance, but I guess I am 
s t i l l  a l it t le  unregenerate and unconvinced 
that we aren*t doing i t  the hard way*

Highest regards,

Mr. Robert F. Leonard, Director 
Division of Bank Operations 
Board of Governors of the 
Federal Reserve System 
Washington 25>, D* C.
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B O A R D  O F  G O V E R N O R S
□ F THE

F E D E R A L  R E S E R V E  SYSTEM!
WASHINGTON 25. D. C.

RIC'b .N RECORDS SECTION 

MAY 1 7  1957

mi
A O D K C I I  O r r i C I A L  C O D K t l P O N D I N C I  

TO T H I  KOAND

August 25, 1953«

*

Dear S ir :

The Federal Open Market Committee, at its  meeting on June 11*
1953, approved the allocation of securities in the open market account on 
the basis of total assets of the several Federal Reserve Banks and directed 
that detailed procedures for such allocation be prepared, Recommendations 
with respect to such procedures were made in a memorandum dated July 1i*,
1953 from Messrs. Rouse and Leonard, a copy of which was forwarded with 
my letter of the same date. The replies to that letter showed no objection 
to putting the procedures into effect September 1, 1953 and favored para
graph 7 of the memorandum rather than the alternative paragraph 7*

Accordingly, with the approval of the executive couanittee of the 
Federal Open Market Committee given at its  meeting August U, and reaffimed 
at its  meeting on August 25, 1953, the procedures set forth in the memorandum • 
dated July lU, 1953 from Messrs. Rouse and Leonard will become effective 
September 1, 1953 and the reallocation will be made as of that date.

For your information, enclosed is a table showing the percentages 
of participation which will be used in the reallocation. These percentages 
are based on daily averages of total assets of each Federal Reserve. Bank 
for the year ended July 31, 1953* The memorandum also shows what the ef
fect would have been i f  the securities in the account on August 19, 1953 
had been reallocated on the new basis. The usual statement of the actual 
reallocation will be forwarded to you by Mr, Rouse.

In view of the relatively large shifts in holdings and changes in 
reserve ratios which will result in some cases from the reallocation, the 
executive committee favored issuing a brief statement regarding the reallo
cation, This will be done by including the following note in the weekly 
statement of condition of the Federal Reserve Banks to be issued by the 
Board as of September 2* The note will appear as an insert between the 
third and fourth sheets of the statement:

The statements of condition of the Federal Reserve 
Banks reflect a reallocation effective September 1, 1953 
of securities held in the System Open Market Account, Under

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives

/
the reallocatioa, participations in the account are based on the 
sise of the Federal Reserve Bank as measured by average total 
assets* Previously, securities were allocated primarily on the 
basis of expenses and dividend requirements of the Federal Re
serve Banks*

Settlement for shifts in participations in the open market 
account between the Federal Reserve Banks is made through the 
Interdistrict Settlement (Gold Certificate) Fund* The realloca
tion, therefore, resulted in some changes in reserve ratios of 
individual Reserve Banks. It did not, of course, affect the re
serve ratio of the twelve Reserve Banks coubined or the total 
amount of assets of any Federal Reserve Bank.

A Federal Reserve Bank should, of course, feel free to amplify the 
statement in any way considered appropriate.

Very truly yours,

Federal Open Market Committee.

Enclosure

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS.
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A u n t to , tm.
tot* C. 8. Tomgi fmldiiA,
Fndoral Reserve Bank of Chioago,
Chicago 90, Illinois*

Thin la In respanss to your notn/roo uesting my reactions to thn 
suggestion contained In Kell Dawes1 mamorandun of August 11 that profits 
and losses on salts of securities in the Open Market Account be distributed 
on the basis of current participations in the Account rather than on the 
basis of average holding* of securities over the previous flvs y w r  ptfloi

The suggeeted change would be n simplification, bet wbeiher It 
nftuld tooult in a significant redaction in work, x do not knew, The din* 
tribwticn ef profits and losses on the basis of overage holdings over a 
perled is «ne of leog standing, I u n m  it was adopted on thn theory,
#iich n e w  t® as so mud, that the profit or loss on the ealo of pnoupltlnn 
reflects th* prlee paid an well an the price received and shoulA bn os*- 
oidsred in eonno«%t«n with tho namings received during tho interval, m  
one sense, the poreflte received en sales represent deferred earnings, and 
loose* tafctn reflect on orerstatCNot of earnings in the purt. »qui%r, 
therefore, vsuld seen to lndlnato that the profits and lessen bo dlntributed 
on the fcnni* of holdings over a perled rattur that on the basis ef partini- 
patlcM in hf&fcingn on date of naln»

In dSMft&ng the neaertmndun regarding ;roe*d«e vith m p e c t  to 
alienations of the Systi  opm Market H a sect to bo effective Sept m b  er i,
*eb te«ne and t not attenpt to suggeet *jqr change In thin banio principle 
as we did net ionititor it on Ofing witbin the scope of our assigaosnt* The 
only ehmge suggested with respect to ptofits and lessee wan to treat all 
alike without distinct!** bstntia thone on in£eroot~beo*ing oeooritiee sod 
these on othco oee\ritiee, f bln change was thought to bo ooanlntont with 
the^ehaage eede in Jen eherehy oach iej*’s participation wes in the cntlm

i agree *th m i l  Dawes* tee ecnslaslcnos ^  ,
1. ffcnt after 1fen n*# pl*B of allocation has boon in 

^•ration for five 70*9*, It in probable that the 
five-ynar average of holdings will bo *n*y eloee to 
tfen ourreol alloeetim based en total aeeeto, and
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Mr. 0. S. TMHg a* f t  w

t« That It la quaetionable whether it would make a 
aaterial difference whether profits or loaaoa for
tha mart five ywara he distributed or ih® baals of 
average holdings ®v&r tha previous five-yaar pariod 
or on the basis of ourrant *lla*eatlcms# particularly 
afteor payment to tha Troaauxy of tntereat on Todaoral 
Raaerve note® is taken Into eonaid©ration*

Suaraing up, i t  to mm that tha distribution on tha average
holdings of aeo^irities over tha five-year period la somewhat nora logloal 
than tha •implar alternative proposed, and I  have some question  aa to whether 
tha aiapT 1,float!on would result in a signlfloant savings of work*

Mai coin Bryan also has tome question regarding tha real M M ifilf 
tf allocating profits and losses on tha basis of the preceding five-year 
holdings. Of course, it would always be appropriate for a Federal Raoerv* 
Bank to propose reconsideration of tha basis of distribution of profits and 
loseaa on the Mia of aecurities from tha Open Market Aooount*

Ta®y truly f m «

ft. F. Leonard, Director

F* S* I aa aanrtlnj oop&fti to l*lael* Bvyoa M d  Bab ftouse.
ft* F* I*»
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AUG 241953

j^UtRAL RBEKVl A  W  vt..oftuv
t̂MG&cc of the President W  ^

, To: "H t/ b  / O e - ^ C ^ < - Y
VjlzCyj

A ^ e ^ o J C o * ^ -  ̂  V V c J J  JQ-c c a ^ J

KEC’D IN FILES SECTION

V AUG 211953
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—  — ■— —--- -----■— —REC'D IN FILES SECTION
FEDERAL RESERVE BANK 

O F CHICAGO AUG 2 11953
OFFICE CORRESPONDENCE

DATE.

Mr. C. S. Young. President FROM. Neil B. Dawes

/

SUBJECT - TOPIC FOR PRESIDENTS' CONFERENCE

In the revised plan for allocation of securities in the open 

market account portfolio, provision is made for distributing profits 

and losses on the sale of securities on the basis of average holdings 

of seourities over the previous five-year period.

I t  Is believed that this plan could be simplified by discarding 

the special ratio and using the same ratios as will be used for the 

basic distribution of securities and earnings. This will avoid the 

maintenance of a series of figures on holdings for five years back.

Vhile this proposal may make some difference between banks in the dis

tribution of profits or losses on the sale of securities, i t  is not 

thought that such differences will be material, after payment of taxes 

to the Treasury.

Five years hence, - that is , after the new plan has been in opera

tion five years, i t  is probable that the five-year average of securi

ties held will be practically identical with the current allocation based 

on total assets.
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W  iN FILES SECTION

AUG 5 1953

if/%

Hr. W. D. Fulton, President,
Federal Reserve Bank of Clevetand,
Cleveland 1, Ohio.
Doer WUbart

In ywJ»tt*sjgJLJ5dy 36* i9S3»\ to Hr. Riefler regard* lag the proposeBTprocedure for allocation of securities in the 
Opes Market Account, you point out an apparent inconsistency in 
paragraphs 3 and $ of the awaorand uni accompanying the letter out* lining the procedure. Both paragraphs deal with the situation 
where, because of a low reserve ratio, a Bank is unable to take 
or earry its prorata share based on total assets. In such cases 
the paragraphs state that sufficient of the securities to prevent the toserve ratio falling below 35> per cent shall be allocated to 
the Buk or Banks having the highest reserve ratios. Paragraph 3« but not paragraph 5# continues with the explanation that tho 
MWHifit the Bank Is unable to take shall be allocated ”in such 
• — finer that tho ratio of the Bank or Banks to which securities 
090 r— lloootori nill not be reduced below the ratio of any other 
Bnk»»

3 ' £ - m
ICfSt

Tho procedure under both paragraphs is Identical and 
tho cnission from paragraph 5 of the words quoted above has no 
gjgnlfloanee♦ The reallocation procedure spelled out in paragraph J is in accordance with present practice and in an earlier draft 
Of tho memorandum the ^̂ rds quoted above were not incl ried. They 
more Inserted as an explanation when someone asked how seouritloo 
mould bo allocated to the Bank or Banks having the highest reservo 
xmtioe. Since the words were inserted as an explanation and not 
as * modifieation or limitation, it was felt unnecessary to repeat 
tho Piplmatlon in paragraph *>.

I hope this explanation satisfactorily clears qp tha 
iywonrtBt— y, if not, please let me know.

Sincerely yours,

I showed a copy of tho 
draft of this letter to 
Bob Rouse this morning who
thought it a 
of the matted 

RFL
JFLrjbo

elear  rexpjLanatifcon—i
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Proposed Open MaricstMr# &lefler
S* F* Leonard Allocation Procedure

A H  of the Banks have replied to your letter of July |J* rogiad* 
lug the proposed allocation prooodure of securities in the Open Market 
Account* Zn that letter (copy attached) It was stated that, if tbi responses to the letter shoeed that there were no objections, It mg proposed to pat 
tho procedure into offeot Septe«bcr 1, 1££3*

All of tho Banks h m  indicated that tho proposed procedure Is 
agreeable* Hr* Mills* First floe President of tlis Federal leserve Bank of 
Minneapolis* advised in a telephone conversation this Afternoon that tho 
ooanessts aads in Mr. Powell* a letter of M y  0  ought to be considered as suggestions ml not aa objection* to the proposed procedure, idilOh is 
satisfactory to tt«»

Ten of the sp4K*i f̂ -pnHiy stated that they favored thaproposed paragraph 7 rather than the alternative* Mr* Toung &d not coswtesxt 
on this point, and Hr* Powell stated that while th«y believed the alternative 
procedure would ho a worn desirable foaaula, they wars willing to go along 
with the proposal paragraph. 7*

Two Presidents nade suggestions for possible consideration in 
the futurw* Hr* Powsll suggests t

1# that consideration be givsn to aaklng tha reallocations 
on a quarterly basis rather than on aa amual hasls9 and

2* That a Bank unable to take Its full allotment as of Septeaber 1, or annually thereafter on April 1* beoause 
of a low reserve ratio* be pendtted to obtain its 
equitable share of seourities when its reserve ratio 
pexmits*

The fall ooaaents of Mr* Powsll are quoted in tho attached sheet*
Hr. Bryan states that thslr approval specifically includes paragraph nuaber T. So has ecs» question* however, as to the real necessity of allocating 

profits and losses m tha basis of average holdings over the prse*21ng five 
yaars and states that, while not raising tha question at this tiae, they asy at son* tlae west to raise for reconsideration ths procedure of allocating 
profits and losses on the basis of a saving average*

___ Mr. Pulton raised aa editorial question, itoloh is being clarified
by correspondence with hlau
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Excerpt from Hr. Powell*s letter of July 29»

"In order to ainimiae the spread in reserve ratios among 
the Federal Reserve banks, we suggest that consideration be given 
to making the reallooations on a quarterly basis rather than on an 
annual basis which would permit adjustments for economic and 
seasonal factors which are not identical for all reserve districts,

"The memorandum describing the procedure indicates that 
any Federal Reserve bank, inable to take its full allotment as of 
September 1 or annually on April 1, shall not be permitted to obtain 
securities to tiiich it is entitled under the formula, regardless of 
the subsequent Improvement in its reserve ratios* It appears to us 
that it may not be desirable to include this in the reallocation 
procedure as any Federal Reserve bank may have a low reserve posi
tion because of temporal? circinstances such as large borrowings* 
high float absorption as a result of weather conditions* trans
portation difficulties* or for other unexpected reasons* It would 
seem desirable that such Federal Reserve banks obtain their 
equitable share of securities after such conditions have ceased#

"Although the alternative procedure to Paragraph 7 seems 
to be a more desirable formula for the distribution of profits and 
losses during the next few years* the allocation of profits and 
losses on the basis of average daily participation in total 
holdings in the account undoubtedly would require less detailed 
accounting in Hew Tork, and for that reason we would go along 
with the procedtre described under Paragraph 7 rather than the 
alternative procedure for the distribution of profits and losses.«
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Hr. Ri«f3*r 
1* F. Leonard

u  IJN JP Iljli/O SJSiUTiUiy

AUG 5 1953f S

3 ^ 3 - 3 4 3
c m

August 3, m %  

FropoMd Open Market 

Allocation Frocedur©,

0ov«raor unit And G<*r«roor Robertsoa hav« both mepoofod by 
umaoranduiB that tiwgr approf* the proposad procedure, including paragraph ?, 
for allocation̂  of aecurities In tb» 0pm Martet Account, an set forth In 
your Memorandum of July llu

m  a tsl^hom oooversati o® this afternoon, Governor fflvsa%$ 
advised that he likewise approved tiie procedure.
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Procedures with Respect to 
Allocations of the System 

Open Market Account
MAY 1 7  1957

The Federal Open Market Committee, at its meeting on June 11,
1953* approved the allocation of securities in the Open Market Account on 
the basis of total assets of the several Federal Reserve Banks and 
directed that detailed procedures for such allocation be prepared for sub
mission to the Committee.

This memorandum has been prepared pursuant to such directive, 
and it is recommended that the following statement of procedures be 
approved:

1. Securities in the System Open Market Account shall be re
allocated on September 1, 1953 > on the basis of the ratio 
of each Bank's total assets to the total assets for all 
Reserve Banks combined. Such ratios shall be on the baris 
of daily averages for the 12-month period ending July 31,

2. Securities in the Account shall be reallocated April 1 of 
each year on the basis of daily averages of total assets 
for the 12 months ending with the last day of February.

3* No allocation shall be made which would reduce the reserve 
ratio of a Bank below 35 per cent. If, because of the 
provisions of this paragraph, a Bank is unable to take its 
prorata share based on total assets, the amount which it 
is unable to take without reducing its reserve ratio below 
35 per cent shall be allocated to the Bank or Banks having 
the highest reserve ratios in such a manner that the ratio 
of the Bank or Banks to which securities are reallocated 
will not be reduced below the ratio of any other Bank. 
Regardless of possible subsequent improvement in reserve 
ratios, no reversal of these adjustments shall take place 
pending the next general reallocation.

1*. Increases and decreases in total amount held in the Account 
shall be apportioned on the basis of the ratios computed 
for the latest general reallocation.

5. If a Bank's reserve ratio falls below 30 per cent on a 
Tuesday or the next to the last day of the month, suffi
cient of its  holdings as of the close of business that 
day to raise its reserve ratio to 35 per cent shall be re
allocated by an adjustment the following day, unless such 
day is a general reallocation date. Such securities shall 
be allocated to the Bank or Banks having the highest 
reserve ratios. (NOTE: This procedure does not contem
plate partial reversal of these adjustments. However, full 
reversal of these adjustments will be made when a Bank's

1953
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reserve position improves to the extent that the fall 
amount of its participation allocated to other Banks under 
the provisions of this paragraph can be restored without 
reducing the Bank's reserve ratio below 35 per cent.)

6. If a Bank's reserve ratio should fall below 30 per*cent 
on any other day, or if a Bank anticipates that its re
serve ratio will fall below that figure, it way arrange 
with the Manager of the Open Market Account to make an 
adjustment similar to those provided for in paragraph No.
5 so as to increase the Bank's reserve ratio to 3i per 
cent.

7. Profits and losses on the sale of securities from the Ac
count shall be allocated on the basis of average daily 
participations in total holdings in the Account during the 
preceding five years. These ratios shall be computed as 
of the end of each month for the succeeding month.

R. G. Rouse

R. F. Leonard

July Hi, 1953.
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Alternative No. 7

7. Profits and losses on interest-bearing securities shall be 
allocated on the basis of average daily participations 
during the preceding five years. These ratios shall be 
computed as of the end of each month for the succeeding 
month. (For the period prior to June 17, 1953, the ratios 
' shall be of participations in holdings of interest-bearing 
securities; thereafter of participations in the entire 
Account,) Until the five-year cycle of ratios based on 
participations in total holdings is completed, profits and 
losses on Treasury bills shall be allocated in proportion 
to the participations in the total holdings in the Account 
at the opening of business on the date the profit or loss 
is realized.

July lU, 1953.

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

!y *• v i— j
■ '■■■;. , ... t i <i 1ub’J I

tft
Hr, Kiefler 
R# F. Leonard

Hr* Rouse hae fllisiid the attached memorandum and 

proposal letter to the Open Market Coraaittee*

8 e suggested that eoples of the letter and msmorandixn 

be sent to the Presidents i&o are not merobers of the Open 

Market Coraaittee.

* &Attachments &**+■-

HFLtjbs FILE
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1 A R D  □ F G O V E R N O R S
O F  T H E

F E D E R A L  R E S E R V E  S Y S T E M

Office Correspondence
To_____________Mr. Riefler________

IN FIT ,E8 SECTION j

JUL 151953 !j
Prate 10» --- 1

From.

Subject:.

R. F. Leonard

Mr, Rouse has cleared the attached memorandum and

proposed letter to the Open Market Committee*

H e suggested that copies of the letter and„rnemorandum

be sent to the Presidents ■who are not members of the Open

Market Committee. , n - ^  * j ,  aJLPTKsi^W) a>* a r*

\VML̂ Âj2<JLOa ■■xA-rAjyt./V̂ ̂ V\/V
Attachments 'QjCUU* <*\ 1  ̂ ‘ ^ V

<r
' “X
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wxm

JU F. Leonard

Reallocation of Securities In 
the open Mtrktft Account.

Attached la * HWBorandian of suggestions Hr. Rouse made 
with respect to tha draft of th$ meroorandum firm him and m
to the Open Market, Coranitteo.

1 called Hr* Roue® back this afternoon and said that 
jiaragraph Ho* 6 of the procedure#, as drafted, provided that if a 
Bank's reserve ratio should fall below 30 par cent between the 
regular adjustznent periods, it might arrange with the Manager of the 
Open Market Aooount for an adjus’fcaant so as to increase Its reserve 
ratio to not more than 35 por cent, I said that the words under- 
soored hadTbeen included in order to provide flexibility and enable 
e Bank to request a anaHer adjustment than one required under a 
rigid fsxnt&a if it had reason to believe that its 1 #  reserve 
position was teaqporazy and vould be at least partially oorrected 
within a few days.

Mr, House said he would prefer to have the fixed ratio 
and I said I had no objection to eliminating the mrds **net more than.*

X told him I thought the tt*> other suggestions, *toich he 
had offered as to the mmorandis^and the one suggestion regan&ng 
the letter* were distinct inpxeiraments and would be incorporated 
in the final draft# I also retd to him a revised paragraph Mo* $ 
of the procedures* to whioh he agreed.

this conversation represents his approval to the memoranda 
and the proposed letter*j

He suggested that a eqpy of tha letter be sent to the 
Presidents of the Reserve Banks idio are not members of the Open 
Market Ccraraittee.

Attachsent

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives

Mr. Leonard?

Mr, Rouise called with respect to your letter re reallocations, and 
suggested the following changes:

No* 6 of procedures

Delete the words ttnot more than" in the last xndoaaesz line.

No. 7 of procedures
After word "participations" in the second line, add the words "in 

total holdings”.

Alternative No* 7
Change the last sentence to reads

"Until the five-year cycle of ratios based on participations 
in total holdings is  completed, profits and losses on Treasury 
b ills shall be allocated in proportion to the participations 
in the total holdings in the account at the opening of business 
on the date the profit or loss is realized.**

Riefler letter, firs t page, f irs t quoted paragraph

Change the firs t quoted paragraph to read:

"Particular attention is called to paragraph No. 7 which 
describee a someiiiat different basis for the allocation of 
profits and losses on the sale of securities from the 
Account than the present practice in that i t  would put into 
effect at once the procedure which would be arrived at five 
years hence under the present procedure which is described 
in the alternative paragraph No. 7*w

Mr. Rouse said he is  making these suggestions without knowing your 
reasons for using the words he suggests deleting. He said with respect 
to the Riefler letter change that we have the two ratios now and the 
only thing accomplished is to minimize the risk of the men work on i t  
picking up the wrong ratio.

After Mr. Rouse gave me the above changes, I transferred him to 
Mr. Daniels.
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I f  jijL  9 ■** |
[ 3 5 3 r a p

M r  §* 15̂ 3.

Kr* 1, #, Route, ttm. J*y**id»sfe,
Federal MmwM. Bank of Nev Tork,
»*w York 1* I .

Dear Bob,

Enclo*«d are two copies of a draft of * »*«oi*iai£jw 
dated July 6, 1953, regarding procedures with reapect to 
*21o«atl«os of tha Open Market Account, i» tfcl* ,
draft I fcwr* attested to incorporate the auggaatians iMfc. . ̂ ) J  Uo 
p m  and Si M i t e  *ad® with raapeot to *&
PLaaaa go orer thia critically and make any further suggeationa 
that cocw to udMU

Tha mart *t*p nould ba for Win Riaflar to eeni tha 
final draft to tha Mtbars of *&» Opan Market Coesaittaa*

$&&$«*&’*!!# * two copies of a draft of a  letter 
Win #©a&i #©n»i.4**v Tha Iftjrl in tha fiiwt <*uoted
paragraph with respect to paragraph Ho. 7 If there to hold 
tha place, and I hope that you nay' h*m euggeetiona for
©larll^ljig «r irfcf*Jigtih«B&iig the jttgsfe*

E. F* Leonard, Director,
Utyl̂ lo*! of Bank QpemtlGtja,

Bnoloauree
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Procedures with Respect to
Allocations of the System 11

Open Marls*t Account I I

The Federal Open Market Committee, at it# meeting on June 11,

1953* approved the allocation of securities in the Open Market Account 

on the basis of total assets of the several Federal Reserve Banks and 

directed that detailed procedures for such allocation be prepared for sub

mission to the Committee,

This memorandum has been prepared pursuant to such directive  ̂and 

i t  is recommended that the following statement of procedures be approved!

1. Securities in the System Open Market Account shall be re

allocated on September 1, 1953# on the basis of the ratio of 

each Bank’s total assets to the total assets for a ll Reserve 

Banks combined. Such ratios shall be on the basis of daily 

averages for the 12-month period ending July 31, 1953*

2. Securities in the Account shall be reallocated April 1 of each 

year on the basis of daily averages of total assets for the 12 

months ending with the last day of February.

3. No allocation shall be made which would reduce the reserve ratio 

of a Reserve Bank below 35 per cent. If  a Bank is unable to take 

its  full participation because of this provision, the amount 

which i t  is unable to take without reducing its  reserve ratio 

below 35 per cent shall be allocated to the Bank or Banks having 

the highest reserve ratios.

k. Increases and decreases in total amount held in the Account shall 

be apportioned on the basis of the ratios computed for the 

latest general reallocation.
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5, If a Bank *e reeerve ratio fells below 30 per cent on e Tuesday 
or the next to the lest day of the month, sufficient of its 
holdings to reise its reserve retio to 35 per cent shell be 
reallocated on the following day to the Bank or Banks having 
the highest reserve .ratios. (BOTE: This procedure does not 
contemplate partial reversal of these adjustments. However, 
adjustment* will be made if a Bank's reserve position inproves 
to the extent that its full participation can be reinstated 
without ite reserve ratio declining below 35 per cent.)

6. If a Bank's reserve ratio should fall below 30 per cent on any 
other day, or if a Bank anticipates that ite reserve ratio will 
fall below that figure, it mey arrange with the Manager of the 
Open Market Account to sake an adjustment similar to those 
provided for in paragraph Bo. 5 so as to increase the Bank*8 

reserve ratio to not more than 35 per cent.
\ 7* Profit* and losses ea the sale of securltiee from the AccountI

shall be allocated on the baeis of average dally participations 
in the Account during the preceding five years. These ratios 
shall be computed as of the end of each month for the 
succeeding month.

N

R. Q. Bouse
R. f. Leonard

July e, 1953.
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Draft 3
? f w • y • ■ t i/5? j

90s Members of tha Federal Qpen Market Committee ,,,, : |i: jn!. y - ĵ 5,j I

At ita meeting on June IX, 1953, tha Federal Open Market Com
mittee approved tha allocation of aacurltlaa ia tha Open Market Account on 
the baeia of total aaaets of the several Federal Reserve Banka and directed 
that detailed procedure* for auoh allocation be prepared for submission to 
tha Committee. Sncloaed ia * memorandum dated July S# 1953# prepared by 
Messra. touae and Leonard, containing recommendations with respect to aoch 
datailad procedures.

A letter similar to this ia being aant to aach member of tha 
Qooaittea and if tha reeponses show that there are no objection*, it is 
proponed that tha suggested procedure* ha put into affact September 1, 1953* 

Tha data of April 1 for tha aanai raailocation was suggested in 
ordar to give tha new Open Market Committee aach yaar tha opportunity to 
coaaidar tha reallocatioma at ita first seating and have tha* becone effec
tive tha first of the following south.

In submitting tha wmmmu&m, Meaara. Bouse and Leonard suggssted 
that tha following paragraphs be included in this cowering* lattar: 

"Particular attention is called to paragraph Xo. 7 
which deacribe* a aoaawhat different baaia for tha allocation of 
prof ita and leases on tha eale of saouritias trm the Account than 
the preaent pract ice * The present procedure is described is the 
alternative paragraph Bo* 7« Tha ia suggested is tha inter*
eat of simplifying tha accounting records.

"The proposed ĥtnrgif would reduce <|htiy ̂ *he share of

901 90X1
9b iMtUt
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Bottom and to a lesser extent Atlanta, Minneapolis, and St. Louis 

in any profit* and losses, with increased shares la tlm profits and 
losses going to *ew York, Chicago, and San Francisco, this is due 
to tlm fact that prior to June 17, 1953# adjustments because of low 
reserve positions vara nada to the extent possible through transfer 
of allocations of treasury bills. It follows that the percentage 
allocations of the lev rsserva position Banks have bsan greater In 
interest-bearing securities than In total holdings, while the 

reverse Is true in the case of the Banks to which the securities were 
transferred."

It will be appreciated if in your reply you sake specific 
reference as to whether you approve the revised procedure or desire the 

continuation of the present procedure described in alternative paragraph

Bo, 7*
Very truly yours,

Winfield W. Riefler, Secretary,
Federal Open Market Coanittee.

Snclosure
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KEC’D in  p il e s  section  

JUL 9 -  1553

7# P fsflti Xoaaaa od 1 nliiT>i>1i||"'t>iHTl tif facuritloM •halt ba allocated 

on %ha %ntrt-t of avasw$e daJJty ffNflrUmi tlsa prac ailing 

fttHI JHMMPa* HlfeWP® IRatiLO® aliall be aflBJHlfeed 99 <xf the and of aeok 

— p w i x o r  w ie  asaooew o*,ng « o p > n »  \ i w  x p v  p e r ic x *  pra»9w  w  jpiiixe 4 f §  

'W$%§ 'tlMi n tlo i  ehall ba o f pi r tt  tiyn> in  of intaflnMrt#*

ItMKptag eeauri/felaa§ ^ natter of pas l̂alpatloiie In tha astdUpa 
Accwasfc*) Profit* and Io n m  an T r w w y  Mils shall ba allocated In 
pffiiiiIwtit̂ <Mi to tiie puy#* yf jp§ ̂  *»*§ ia tlia tffial in the

Account on tise data thi pn^tt at* l#ff§ f § Toalliwli
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Jtane 23, 1S$3*

Dear Sit
As you know, following the decialon of 

the Open Market Conaittee to bum the alloea* 
tlon of securities in tho open Market Aooount 
on total assets of the Federal Reeerre Baited 
Bob Rouae and 1 were directed to wotk out detailed 
procedures for giving effeet to that deelslon.

Attached are two copies of a rough 
dmft of a aaoorandna along those lines* ¥ill 
you please give It a going over and hand it to 
Boh Rouse when he xmbaxm*

Sinoerely,

Enclosures

Mr* S* A* Miller, Assistant floe President, 
Federal Reserve Bank of Hew York,
Sew fork h$» New York.
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procedures with Respect to 
Allocations of tha System

:)gm Market Account

Ths Federal ipcr* Hsofcet €«& ttee , a t its- mating on June 11# 1953# 

a&prcmd tho allocation of securities in tha open Haxfest Account an the basis 

sf total assets of the several federal Tteserve Bank® end directed that detailed 

procedures far ouch allocation bo prepared for sabodaelan to the £ omit tee* 

This wmmMm  ha® be*en prepared pursuant to each ^iroctivo and. i t  

la sttomsended that tho following statement of procedures bo qppvtmdf

1* Securities In the System Open Market Account shall bo reallocated

Bank*s total assets to tho total assets for all Reserve Banks 
combined. $t«h ratios shall bo on the. basis of daily average® 
far the ISNnonth period ending ♦

2m Securities in the Account shall bo- reallocated (April 1?)
of each year on the basis of daily average of total asset® for tho 
iX&HXths ending (February 25?) «

3* Adjustments of holdings of securities because of changes In tho 
suaount of securities hold In the Account shall bo iwde on the 
basis of tlit ratio® cssrapated for tha latest general reallocation* 

k* 13© allocation shall be made which vouM reduce the ressrro- ratio 
of a Reserve Bank below 35 per cant* If a Bank is unable to takes 
its full particip&ti m  because of this provisions the mount vhleh 
it is unablj© to take without reducing it® reserve ratio belov 35 
per cent shall be allocated to ths 8mk or Bank® having the highest 
reserve mtio®.

m j on the basis of the ratio of each.
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5. I f  a Bank*# reseira mtio fa lls belotr 30 nm mut nn & Tuesday 

or the neoct to the last day of the month# soff Ic lent of i t s ' 

holdings to mise its  reserve ratio to % p&r east shall be 

reallocated to th® Baife or Banks having the Mrheet reaenre 

ratios, (!i)1S« This procedure does not eontemplate am rsal 

of these adjusbtsente,}

6. I f  a Bazik *s reser^ ratio should fa ll  below 30 per cant an any 

other day# or i f  a Bank anticipates that its  reserve mtlo will 

fa ll  bale*? that figtsre# i t  nay arrange with the of tho 

Ipan Market Account to hr a43 astasnfc similar to those 

provided for in paragraph Mo, 5 bo m to inoraase the Bank’s 

res&rvs ratio to not mam than %  per corst.

?• Profits tosses or interest-bearing securities shall, be allocated 

cm the basis of a w wfe daily participations d\jri!if the proceeding 
five years* These ratios shall be computed as of the and of each 

eiottth for the suecesding aonth* (For tha period prior to Jan© 17# 
T$$% the ratio# sball be of piurttclpatloEs if!, hoMl?c® of 

interest-hearing securitiesj thereafter of participations In tho 

entire Account*) Profit and loss on Treasury bills shall be 

allocated in prop-art!.on. to the participations in the Account oa 

the date the- profit os* loss i t  reaHased*

LTl
6-^3-S3
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’D IN FILES SECTIOJ
JUN 2 2  1S53

3 3 * 3 ,  3  4 $

RELATIONSHIP OF PROPOSED OPEN MARKKT ALLOCATION 
FORMULA TO LOSS SHARING AGREEMENT

At the meeting of the Federal Open Market Committee on 

June 13., question was raised as to whether the proposal to change

the formula for allocation among the Federal Reserve Banks of se

curities in the System open market account would affect the legal status 

of the loss sharing agreement of the Federal Reserve Banks.

For some years past* allocations of Government securities in 

the System account have been basically in proportion to expense and 

dividend requirements of the several Federal Reserve Banks. Under the 

proposed new formula allocations would be made on the basis of the 

total assets of the respective banks* The loss sharing agreement of the 

Federal Reserve Banks contains certain recitals in its 11 whereas" clauses 

with regard to the allocation of investments for the System account 

among the Federal Reserve Banks* These recitals include the statement 

that the application of the principle of allocation would tend to in

crease the participations of banks having large losses and to reduce 

the participations of others, thus, in effect over a period of time 

distributing large losses sustained by one bank among the twelve banks*

It is my opinion that a change in the formula for allocation 

of securities among the Federal Reserve Banks as proposed would not 

render the loss sharing agreement invalid or remove the authority of the 

Federal Reserve Banks to participate in such an agreement* There are
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severa l reasons fo r  th is  conclusion:

1 . The a u th o rity  o f  the  Federal Open Market Committee to 

u t i l i z e  a form ula s im ila r  to th a t now e x is tin g  and based upon expenses 

and dividend requirements w i l l  not be lo s t  by the change to  a formula  

having a d if fe r e n t  b a s is , but such a u th o rity  w i l l  continue b le th e r  

a c tu a lly  exercised o r not. Furtherm ore, circumstances may w e ll a r is e  

in  th e  fu tu re  th a t w i l l  cause th e  Federal Open Market Committee to 

re tu rn  to  a form ula based upon expenses and dividend requirements

and the memorandum re c e n tly  presented to the Federal Open Market 

Committee w ith respect to the proposed change in  the a llo c a tio n  form ula  

contemplates the p o s s ib i l i ty  o f  such a re v is io n  to meet changed con

d itio n s#  I t  is  also to  be noted th a t there  w i l l  be no change in  the  

present provis ions o f the reg u la tio n s  o f the Federal Open Market Com

m ittee  under which the p r in c ip le s  governing the a llo c a t io n  o f s e c u ritie s  

among the several Federal Reserve Banks in  the System account are  to 

be made "w ith  a view  o f meeting the changing needs o f the Federal 

Reserve Banks*"

2 . Although the a llo c a tio n  form ula now proposed w i l l  not be 

based upon expenses and dividend requirements i t  nevertheless w i l l  pro

vide a method o f sharing and d is tr ib u t in g  income from s e c u ritie s  among 

the several Federal Reserve Banks and, l i k e  the e x is t in g  form ula, w i l l  

have a s ig n if ic a n t  and im portant e ffe c t  upon the n e t earnings o f the  

resp ec tive  Federal Reserve Banks. There would seem to be l i t t l e  d i f f e r 

ence from the standpoint o f  le g a l a u th o rity  between agreements to
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increase o r decrease, and thus to share, n e t earnings, and agreements 

to share expenses o r losses*

3* The a u th o rity  o f  the Federal Reserve Banks to en te r in to  

the loss sharing agreement is  derived from the law , and the ac tio n  

o f the Federal Open Market Committee in  changing the basis fo r  the  

a llo c a tio n  form ula , o f  course, is  no way involves any change in  the  

law* Since i t  is  the  law , and not the a llo c a tio n  form ula , th a t  is  

the source o f the power o f th e  Federal Reserve Banks, they w i l l  continue  

to have the same le g a l a u th o rity  to p a r t ic ip a te  in  th e  loss  sharing  

agreement when opera ting  under the new form ula as they now have in  

opera ting  under th e  e x is tin g  formula*

I t  is  recognized, however, th a t c e rta in  o f the r e c ita ls  

in  the loss sharing agreement with refe rence to the a llo c a tio n  form ula  

o f the Federal Open Market Committee may not be fa c tu a lly  accurate a f te r  

the adoption o f the proposed new form ula based upon to ta l  assets . 

Accordingly, i t  is  b e lieved  th a t i t  would be d e s ira b le  to reconsider 

and modify the r e c ita ls  o f  the "whereas” clauses o f  the loss sharing  

agreement as soon as i t  is  p ra c tic a b le  and convenient to do so* I t  does 

not appear, however, th a t the p o s s ib i l i ty  o f such a change in  the form 

o f the loss sharing agreement should in  any way a f fe c t  the making 

e ffe c t iv e  o f the proposed change in  the a llo c a tio n  form ula o f the Federal 

Open Market Committee, o r the pending rev is io n  o f the loss sharing  

agreement to  extend i t s  coverage to  losses caused by f i r e  and a l l ie d  

r is k s .

6/18/53 George B* Vest

- 3 -
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March 25, 19$3.

Mr. Malcolm Bryan, President,
Federal Reserve Bask of Atlanta,
Atlanta J, Georgia.
Dear Malcolm*

In our conversation the other day, and your letter 
of March 19, you referred to a possible change in the basis 
of allocation of securities in the Open Market Account*

As you know, we here in the Division of Bank Oper
ations have been studying this matter. At the meeting of 
the federal Open Market Committee on March U Chalxnan Martin 
referred to this review and it is understood that a study 
of the allooation formula mild be completed in time to have 
a discussion of any suggested changes at the next meeting of 
the full open Market Committee.

We have expected that copies of the stuxfy, nhen 
completed, would be sent to the Presidents of the Federal 
Reserve Banks for their comments before the next meeting of 
the Federal Open Market Committee. In accordance with your 
request we shall, of course, also be glad to keep the 
presidents Informed, through any Committee that they may 
wish, of the work in this connection.

Sincerely,

R. F. Leonard, Director, 
Division of Bank Operations.

RFLjjbs
F L I
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REjC’D IN FILES SECTION
MAR 2 01S53 f< r

Mr* Leonard

Mr* Riaflar

For your information thara la quotad balow an axcarpt fro* 
tha ainutas of tha moating of tha Fadaral Opan Markat Cooadttoa on 
March h, 1953.

"In a discus*ion of tha proeadura for tha allocation of 
aacuritiao in tha Syata* opan aarkat account, Mr* Loody otatod 
that ha fait tha existing farvula which had baan adoptad la 
January 19U8 and aodifiad In Minor pointa upon ana or two oc
casions sinca that tins was not antiralx satisfactory. So 
auggaatad that tha praaant allocation proeadura ba continuod 
at this time with tha uadaratanding that at tha mating of tha 
Cosadttoo in June consideration ba given to tha adoption of a 
mora satisfactory forwula*

"Chalrnan Martin atatod that ha undarstood this forwtla 
was now baing reviewed by fr* Leonard, Director of tha Board* a 
Diviaion of Bank Oporationa9 and ha auggaatad that tha prasant 
allocation proooduro bo continued with tho uadaratanding that 
a atudy of tha fommla would ba completed in tiaa to havo a 
discussion of any auggaatad changaa at tha noxt aooting of tho 
full Condttoo*

"Tho foregoing suggaation waa approrod 
unanisously**

h

MS: me
/

FDLE
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O F F I C E  O F

P r e s i d e n t

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

o f  A t l a n t a

March 19, 19^3

.1 J*D IN PILES SE? i U \
V.... - -A

4 MAS 9 7 t I

Dear Bob:

Attached is  a copy o f a l e t t e r  to  Ralph Young. 
I t  i s ,  w ith  our telephone conversation th is  morning, 
e n t ir e ly  s e lf-e x p la n a to ry ,

I  b e lie v e , as you suggested, th a t the problem 
of the a llo c a tio n  form ula is  not p r im a r ily  a research  
m atte r. A ccordingly, as soon as I  have heard from you,
I  w i l l  w r ite  Hugh Leach and suggest th a t he assign the 
problem of lia so n  to  a more appropria te  committee of 
the P res id en ts ' Conference. I t  got assigned to  me, I  
guess, because I  ra ise d  the questions.

As ever,

Mr. Robert F . Leonard, D ire c to r  
D iv is io n  o f Bank Operations 
Board of Governors of the  
Federal Reserve System 
Washington 25, D. C.

Enclosure
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F e d e r a l  R e s e r v e  B a n k  
o f  A t l a n t a

KEC'L A FILES SECTION

MAR 2 71953

t ....

March 19 > 19$3

Dear Ralphs

Ion doubtless noticed on tha agenda of the last Presi
dents1 Conference the two items proposed by Atlanta. In any 
event, a copy is attached for your information or recollection.

The agenda was crowded and we did not hare tine for any
thing remotely resembling a full-dress discussion, that was 
just as well because no one present, distinctly including myself, 
seemed prepared for an extended discussion and certainly not for 
a statement of conclusions. So the problems isqplied by the questions)) 
were merely introduced into the thinkii^ of the Presidents.

I took the liberty of reporting hqt conversation with 
you, saying that the research staff was interested, and that Bob 
Leonard was interested in reviewing our allocation formula. I 
suggested, and the ^residents approved, that I be empowered to 
get in touch with you and Bob Leonard and to ask that we be kept 
Informed, through the Presidents* Research Committee, of projects 
or conclusions by the research staff at the Board or by the Bank 
Operations staff. I wonder if you would be willing, accordingly, 
to write me in that regard, so that I may inform the Research 
Committee. I am sending a copy of this letter, together with a 
brief separate note, to Bob Leonard.

Cordially,

Malcolm Bryan

Mr. Ralph A. Xoung, Director 
Division of Research and Statistics 
Board of Governors of the 
Federal Reserve System 
Washington 25# D. C.
''Copy tot

Mr. Robert F» Leonard, Director 
Division of Bank Operation*
Board of Governors of the
Federal Reserve System \
Washington 25, D. C* I % \
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rt. ,/D IN BILES SECTION

mR 2 71053

I I I *  A* The A tla n ta  Bank p o in t#  out th a t in te r d is t r ic t  s h if ts
o f fund® present in d iv id u a l Federal Reserve Bank® w ith  problems 
o f d ec lin in g  reserves* the question has arise n  as to  whether a 
Federa l Reserve Bank should attem pt to  s h if t  borrowings outside  
i t s  d is t r i c t  through a discount ra te  h igher than the general 
le v e l*  Tide d i f f e r e n t ia l ,  i t  is  noted, might also  serve to  re 
ta rd  investment and loan expansion o f commercial banks w ith in  
the d is t r ic t *

I I I *  B* This to p ic  was suggested by the Federal Reserve Bank o f
A tla n ta *  That Bank po in ts  out th a t  a Federal Reserve Bank w ith  a 
low reserve p o s itio n  could be embarrassed by sudden la rg e  tran s 
fe rs  o f funds to  o th er d is t r ic t s .  The development o f the  Federal 
Funds Market increases the p ro b a b ility  o f sudden losses.
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FORM . R.  3 2 6

CROSS EEFEEEICE SHEET r e c *d in > i l e s s e ^ 3 o n ]

MAR i  2 ,r,S3 j
' t

Da te February 26, 1953

K i nd o f M a t e r ial Memo Rouse to Secretary1s Office

Na m e or S u b j e c t : ê! Presidents Conference
March 2 - 3» 1953

R E M A R K S :  Original filed: 324. 3/2/53

PSC H E C K E D  B Y _______________ _

D A T E _________________________3/12/53
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WA72G06BD WASH GX176 CGO 2 6 -1 1 5 7

LEONARD
l/a .3

RETEL^4 PLEASE SEND ME COPY OF STA TIS T IC A L STATEMENT MAILED LAST

WEEK TO BLACK, AND ADDRESS FUTURE STATEMENTS TO ME.

L .H *  JONES.

f orj FILES I 
Werner i
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/F IL E S :
/ Refers to statement of note and deposit liab ilities, 

gold certificate reserves, and reserve ratios 
sent each week to Chicago as requested in 
Mr. Black’s letter of June 29, 1951. Copies of 
the statements are not sent

dl w
FILES SECTION

JAN 2 71£53

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

,WA$2GC81BD WASH GX103 CGO 1 

LEOWARD

W W m % w ? r i Q p  f 
JAN 86 1C53

a t waSi

A IR  IwiAIL LETTER FROM BOARD ADDRESSED TO MR. ALLAN .M . BLACK, V nt ̂ tak
Al *[/£s *0*s

PRESIDENT, W ILL BE FORWARDED TO HIM IN  TUCSON, ARIZONA, ON ASSUMP- ’ V*$YSre 
TION THAT BOARD'S STAFF KNOW OF BLACK*S RETIREMENT AND THE LETTER 

IS  PERSONAL. IF YOU HAVE KNOWLEDGE THAT THIS IS BANK BUSINESS,

PLEASE WIRE ME PROMPTLY TO OPEN IT .

JONES.
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TELEGRAM
BOARD OF GOVERNORS

O F  T H E

I FEDERAL RESERVE SYSTEM
I
[ L E A S E D  W IR E  S E R V IC E .

WASHINGTON

I
Sam**y 23, 1953.

Jon** - Chicago
‘b x l S b
inraiopo #dd$*a##a %o

furniah*d in to hi* Vhila tho*a
of' m  tew «*! w*w twi »«r« af *&#

it had M% 4mm §# th* indiTidual
l£*& hat b**n aanding out ihia p*Ii|£«€i*3f wMm* Ploaaa

f m  4m>$m M  m{
vto* 1%, ahould b* addjr*a**d.

m m m '

R e p r o d u c e d  fr om  th e  U n c la s s i f i e d  / D e c la s s i f i e d  H o ld in g s  o f  the  N a t i ona l  A rc h i v e s
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j' JAP» 2 1 jess ' j
■ - ! 
Janiiury’ I57T?53^“

riles

E. Ralph Massey

This relates to the reallocation for 1953 of the System 
Open Market Account among the twelve Federal Reserve Banka. Such 
reallocations are based upon the ratio of each Bank's net budget to 
the total net budgets of a il Reserve Banks. le t budget is the total 
budget, less reimbursements.

At Mr* Leonard’s oral request, following is a reconciliation 
of the amount of total net budget© of the Reserve Banks for 1953# as shown 
in the Budget Analysis, with the amount actually used as a basis for re
allocating participations of each Reserve Bank for that year in the 
System Open Market Account.

T o ta l net budget o f  the Reserve Banks
(as shown in  the Budget A na lys is ) $114,423,372

Deducts Amount o f underestimate in  
c a fe te r ia  re c e ip ts  as reported  by 
the Federal Reserve Bank o f lew fo rk  
a f te r  submission o f i t s  budget 20,000

4114,403,372
Add: Net amount o f d iffe re n c e s  r e 

s u lt in g  from rounding each Bank’ s
budget to  the nearest thousand 1,628

Amount used as basis fo r  re a llo c a t in g  
p a rt ic ip a tio n s  in  the System Open 
Market Account $114,405,000
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■  0  ^

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

o f  n e w  Y o r k

January 5, 1953

Dear Mr. Leonard:

We received your letter of January 2, 1953 /and have today sent 
to the Reserve Banks a copy of the computation showing the adjustments 
made in participations in System Open Market Account on January 2, 1953? 
as of January 1, 1953, pursuant to the procedure approved at the meeting 
of the Federal Open Market Committee on December 9, 194-7.

Enclosed herewith is a copy of the letter of transmittal, to
gether with{three copieT)of the computation, also copy of telegram which 
was sent to each of the Federal Reserve Banks on January 2, 1953.

Very truly yours,

Robert G. Rouse, 
Manager, System Open 
Market Account.

Mr. Robert F. Leonard, Director, 
Division of Bank Operations, 
Board of Governors of the 

Federal Reserve System, 
Washington 25, D. C.

Enclosures (5)

FOIiJ FILES 
D. L. Werner j
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SIMILAR LETTER SEKT TO PRESIDENTS 01" ThE OTHER FEDERAL RESERVE dAMS EXCEPT NEW xORK.
4QA-30M-3-4

F e d e r a l  R e s e r v e  B a n k  o f  n e w  Y o r k

January 5, 1953

M r, Joseph A* Erickson, P res id en t,
Federal Reserve Bank o f  Boston,
Boston, Massachusetts*

Deer M r. Erickson*

In  accordance w ith  our telegram  o f  January 2 , 1953, 1
enclose herew ith  computation o f  th ^ re ad j\i9 tm en ts  made on

January 2, 1953, as o f  Januar* i# £feM&e p a rt ic ip a tio n s  o f

the Federal Reserve Bankjr^fn^ fc Open l^ r k e t  p o r t fo lio *

t r u ly  yours.

Robert G. House, 
Manager, System Open 
M arket Account

In c lo su re

um/hi
/

i
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3 OA—SQM— 3*43

F E D E R A L  R E S E R V E  B A N K  O F  N E W  Y O R K

um%c$ 
mmm to *§&**

WLiM l 3 msL M jm u i ■bum

2f I f  53

of pzr%i®lprntim* **etgriti«* h*M la k u wmt it
te*i&g sfe&d« io4ay »* of Smmt? 1* 1953 mAmr th# p*ee#te”» for of fikrrmiMHxt
s#euriti#a %  tte» Qpm M&ifctt C«nnlttft# tiwmhmt t* I H %  th# vmpmtxtim*
shoving &dju®t2&#»i& amd» ik jmrtioipfttioas of th# »«r«r*l fMmml £*#*rr« 9u&0 will bm 
**&•& t© all Bmmrwt Bonks on J&miary If 53* ft*### lndi@st# mu

WCWtk&t o r $ in  ya%r p & rti« ip ftti« fi in  obU g&tiotju &&*i «&

&QRS43K
81BKMSE or $

ISCtMSI 
HBMUSt OF I

in your

in 'gmzt 4

w ill r freed?# thi# *ffc#rao©& ih# |i#ml « 

«* of January lf lf$3*

, ,  a m a i t e  ‘

mry Bills* *  a*t

;l#l4cm la the Sy»i«t Aeotmot. four basik
tha $#%*&!«$ mill#* to fe# m 4« toi&y#

U H ^ U ^ y y i

m&um9 mmm tmmm mmmm 440̂ 66*000

mLxm$§ mumumk 'mmmm 4,961,000 tmxust 
m m m ,  c i m m M Z  v m m m  &2tm 9o m  m m k m

WZkif

0

turn, mmmm
mu*, itim i
w m ,  % m m m

$®w&$ &s* i m u

povELL, m m t m u B  
W m i $ KAMMS C1TT 
o n M U M

m m m  90, 190*000 tmm$n

mmm  *72*473,000 mmmm
mmm m m m
womk$& I8Cm ..E

m m m  13, 951,000 u rcm a s
BBKKtSS 94.703,000 MCRBASK
n c m s i  56,90,000 IHCmfiE

158,000 MCWUSlt * 5,119(000

1.996.000 CECm.SE <U,OT3,000

2,<91,000 in cfasE  93, 681,000

$.494,000 IBCBW.SE 177,967,000

2t,820,000 ISGJattSX 113,945^00

11,000 ISCmSE
1 $9,000 W R » e K

3.014.000 BBCKEASK

su rn m , 3*8 rawcisco n c m s s  i t s ,  330,000 n c m s *

1 ,«U ,000  IBCKKASE
21, 041,000 MCHsm.

*083

«5 ,000

13,79^,000
97.719.000
58.761.000 

209,371,000
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



COHFIDENTiqL
REALLOCATION OF GOVERNMENT SECURITIES IN SYSTEM OPEN MARKET ACCOUNT, JANUARY 1, 1953

(In thousands of dollars)

System Boston New York Phila
delphia

.Cleve
land Richmond Atlanta Chicago St. Louis Kinne- 

apoli s
Kansas
City Dallas San

Francisc<
AL'CEstiraatpd expenses and 
r'“ m ’V*«ends, 195 3:

1 . Expenses 114,405 8,515 23,505 6,889 10,538 8,101 7,1H 17,452 6,472 3,483 5 569 5,193 11,57'2. Dividends 15,136 8l4 4,807 1,031 1,452 660 624 1,937 528 332 568 734 1,64;
3. Total expenses and 

dividends 129,541 9,329 28,312 7,920 11,990 8,761 7,735 19,389 7,000 3,815 6,137 5,927 13,226
B. Estimated earnings, 1953, 

other than on System 
Account securities 21,030 349 5,391 1,123 1>50 1,004 651 4,003 1,116 426 1,828 688 3,00

C. "A-3” minus "B" 108,511 8,980 22,921 6,797 10,540 7,757 7,084 15,386 5,884 3,389 4,309 5,239 10,22!
D. Ratios (per cent) based

on "C" 100.0 8.2756 21.1232 6.2639 9.7133 7.1486 6.5284 14.1792 5.4225 3.1232 3.9710 4.8281 9.423<

E. Allocation of interest- 
bearing securities on 
basis of "D"

F Portion that Banks cannot 
take due to low reserve 
ratios *

G. Distribution of "F" to
Banks with highest 
reserve ratios

H. Final allocation of
interest-bearing 
securities ("E" minus 
"F" plus "G")

I. Present allocations 
J . Change in allocations

I. Allocation of Interest-Bearing Securities

23,291,362 1,927,500 4,919,881 1,458,948 2,262,360 1,665,006 1,520,553 3,302,529 1,262,974 727,436 924,900 1,124,530 2,194,745

234.488 234,488

234.488 113,517

23
23

120,971

924,900 1,124,530 2,315,716 
583 2,127,386 
947 +188,330

DECLASSIFIED

Authority f  = Q , if)  5 0 /

Reproduced 
from 

the 
Unclassified 

I Declassified 
Holdings 

of the 
National Archives
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CONFIDENTIAL
REALLOCATION OF GOVBUMBT SECURITIES H  SYSTEM OPEN MARKET ACCOUNT, JANUARY 1, 1953

(In thousands of dollars) Page 2

System Boston New York Phila
delphia

C1.TB- Richmond Atlanta Chicago St* Louis Minne
apolis

Kansas
City Dallas San 

Francisc
II. Allocation of Treasury Bills

K. Allocation of Treasury
bills on basis of ”D" 741,950 6l,401 156,724 46,475 72,068 53,039 48,438 105,202 40,232 23,172 29,463 35,822 69,91

L. Portion that Banks cannot
take due to low reserve
ratios 61,401 6l,401

M. Distribution of "L" to
Banks with highest
reserve ratios * 6l,4oi 29,725 31,67s

N. Final allocation.of
Treasury bills ("K"
minus "L" plus "M") 741,950 . . . 156,724 46,475 72,068 53,039 48,438 134,927 40,232 23,172 29,463 35,822 101,59*

0. Present allocations 741,950 4o,466 171,326 46,633 74,064 50,148 42,944 106,107 40,213 23,013 32,479 34,008 80,54
P. Change in allocations -40,466 -14,602 -158 -1,996 42,891 *»5,494 ■♦28,820 +19 +159 -3,016 +l,8i4 421,04

III. Total Allocation of System Account Securities
Q. Total allocation of System

Account ("H" plus "H") 24,033,312 1,693,012 5,076,605 1,505,423 2,334,428 1,718,045 1,568,991 3,550,973 1,303,206 
K Present allocations 24,033,312 1,693,012 5,5^9,652 1,510,542 2,399,101 1,624,364 1,391,024 3,437,028 1,302,581
S. Change in allocations —  —  -473,047 -5,119 -64,673 +93,681 +177,967 +113,94-5 -*625

750,608 954,363 1,160,352 2,417,306 
764,400 1,052,082 1,101,591 2,207,935 
-13,792 -97,719 +58,761 +209,371

* Based on note deposit liability and reserve figures on December 30, 1952.

DECLASSIFIED

Authority j r  . Q  . 1 H 5 0 /
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January 2, 19$3

Mr, Robert 0. Iouae, fiee President,
Federal Reaerre Bank of Hfv York,
Hew York h$, Mew Tork.
Bear Mr. Rousei

Enclosed is a stateaent showing adjti*t»ente 
to be nade Iit allocations of Q&immmmt securities in tha 
Syste* Open Market Account aa of 3mwxy %9 1953> prepared 
in accordance with the procedure approved by th# Syste* 
Op*n Market CoHBlttee December 19k7i

The figure# shown have been discussed over the 
telephone by representative* of your office and of thii 
offlee.

Very truly yours,

R. F. Leonard, J&reetor, 
Division of Bank Operation* *

Enclosure.

m / d *
F F FT
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cm? iMSn**AL
BSALLGCATIOS OF GOVERHMENT SECURITIES m  S im m  OfES M 8 O T  ACCOfflIT, JAHUAHY 1, 1953

(In thousands of dollars)
JAN 6

System Boston Sew fork Fhila- 
: delphia

Cleve
land. Blciwondj Atlanta Chicago St. LouisJ Kinne- I 

apolis |
Kansas J
C ity  f Balias San

.Francisco

A. Estimated expenses and 
dividends, 1953i 
I. Expenses 11%,*©5y 8,515 €,889 10,538 8,101 7,111 17,%52 6fkJ2 3,^83 5 56 5,193 11-5??
2» Dividends 15,136 814 kPom 1,001 1,45*2 660 m 1,93? 528 332 568 ?3^ 1,6%J
3* fotal expenses and 

dividends 129,5%1 ' 9,3*9 28,312 7,980 11,990 8,761 7,735 19,389 7,000 3,815 6,13? 5,927 13,226
B. Sstimted earnings, 1953, 

other than on System 
Account securities 21,030' 349 %mx 1,123 1,450 1,004 651 %,003 1,116 *26 1,828 m 3,001

C. MA~3M minus "B* 108,5X1 8,980 22,921 6,797 10,540 7,757 7,084 15#386 5,88* 3,3®9 %*309 5,239 10,225

1* Batloa (per cant) baaed 
on W€M 100.0' 8.2756 21.1232 6.2639 9-7133 7.1486 6.5284 i%a?92 5.%225 3*1232 3,9?10 * .8g8l

I. Allocation of Interest-Bearing Securities
1. AXlocation of interest- 

bearing securities on 
basis of D n 

F Portion that cannot
take due to low reserve 
ratios *

G. Distribution of *fFM to
m -nkw with highest 
re serve ratios

H. Final allocation of
interest-bearing 
securities ("E” minus 
•3T plus !,G")

I. Present allocations 
J. Change in allocations

23,291,362 1,927,500 4,919,881 1,458,948 2,262,360 1,665,006 1,520,553 3,302,529 1,862,97% 727,*36 924,900 1,124,530 2,j.A7745

234,1*38 234,488

234,488 / 113,517

23,291,362/1,693,012 4,919,881 1,458,948 2,262,360 1,665,006 1,520,553 3,416,046 1,262,574 
23,291,362 1,652,546 5,378,326 1,463,909 2,325,037 1,574,216 1,348,080 3,330,921 1,262,368 

—   ̂ +40,466 -458,445 -4,961 -62,677 ■*90,790 +172,473 485,125 +606

120,971

727,436 924,900 1,124,530 2,315,716 
741,387 1,019,603 1,067,583 2,127,386 
-13,951 -94,703 +56,947 +188,330

DECLASSIFIED~ 
Authoritŷ . 0, |D SO/
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COHFIDEUTIAL
REALLOCATIOM OF GOVERRMEST SECURITIES 33 $WfM OFEM MARKET ACCQUHT, JAJfUARI I,

{la thousands of dollars) Page 2

System Boston i Hew York Phila- j 
delphia

Cleve
land Richmond! Atlanta Cuicago 1 I H i m a . ,  1

St. Louis| apoli8 j
yropaaa
City p»n»« Sau

Franciscc

II. Allocation of Treasury Bills
K. Allocation of Treasury /

M ils on basis of 7*1,950 61, 1*01 156,72* *6,*75 ? 2,068 53,039 *8,*38 105,202 ^0,232 23,172 29,*63 35,822 69, 91k
k Portion that cannot

take due to low reserve
ratios 6l,J»0l / 61, 1*01

M. Distribution of *XW to
with highest ,

reserve ratio® * 61, 1*01 29,725 31,674
I. Final allocation of

Treasury M ils (”&” /ainus *%* plus "if*) 7*1,95© 156, 72* *6, *75 72,068 53,039 1*8, 1*38 13**927 *0 ,232 23,172 29,*63 35,822 101,59C
0. Present allocations 7*1,950 f  *0,*66 171,326 *6,633 7 * .oft 50, 1*8 1*2,9** 106,107 %©#213 23,013 3«,*79 3^,006 80,51*9
f». Change in allocations —  .40,1)66 - 1%,602 -158 -1,996 +2,891 +5,*9* +26,820 ♦19 ♦*59 -3,01f +l,8ll* ■*21,0*1

HI. Total Allocation of Systea Account Securities
Total allocation of System /
Account (MHM plus "**) 2*,033,312/1,693,012 5,076,605 1,505,1*23 2,33*.*28 1,718,0*5 1,568,991 3,550,973 1,303,206 750#6o§ 95*,363 1,160,352 2,*17,306
Present allocations 2*,033,312 1,693,012 5,5*9,652 1,510,5*2 2,399,101 l,62*,36* 1,391,02* 3,*37,028 1,302,581 1,052,082 1,101,591 2,207,935

S. Change 1& allocations ______/ -*73,ol*7 -5,U9 -6**673 +93,681 +177,967 ♦113,9*5 -13,792 -97,719 458,761 *209,371

* Based oa note and deposit liability and reserve figures on Beceaber 30, 1952.

_

DECLASSIFIED 
Aur^ontyJ'Q: |Q5Qj

uced 
from 

the 
Unclassified 

I Declassified 
Holdings of the 

National Archives
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TELEGRAM
BOARD OF GOVERNORS

O F  T H E

FEDERAL RESERVE SYSTEM
L E A S E D  W IR E  S E R V IC E

WASHINGTON

IEECTD IN SECTION 
I 'r •

January 2, 1953

Bouse * Haw lark

Thli will confirm understanding in telephone conversation that 
adjuataents of participation in Syatea Account will ba aa followa, 
in thousands of dollara:

Intsr** t-b«arlag 
ssourltiss

Treasury
bills Total

Boaton + 1*0, U66 -4t0,|j66 Hone
Haw fork -4,58,Wt5 -Hi,602 •473,0h7
Philadelphia • li,96l - 158 - 5,119
Clanrsland - 62,677 - 1,996 - 61*,673
Rictascod ♦ 90,790 ♦ 2,891 + 93,681
Atlanta ■*■172,1173 ♦ 5,l*9l» +177,967
Cbletgo + 85,125 +28,820 +113,91*5
St. Louis ♦ 606 + 19 + 625
Minneapolis - 13,951 ♦ 159 - 13,792
Kansas City - 9li,703 - 3,016 - 97,719
B alias ♦ 56,91*7 ♦ 1,81U + 58,761
San Fm«iaeo +188,330 +21,Okl +209,371

Leonard

"Fnn ifj u i i
Digitized for FRASER 
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Mr* Leonard 
M. 1. Daniel*

We hare made a rffin of tin allocation of securities in 
tbs Syste* Open Market Account. Ratios used in ths May 1, l?$2f 
reallocation, that la, present par tioipations, ar# shown below in 
comparison with expense and dividend ratio* based on actual expenses, 
dividends, and earnlnga other than from securities in the $y»ten 
Aooount for the first eight son ths of 1952.

Federal
Reserve

Pressnt
partici
pation
ratio*

jSxpense and 
dividend ratios 

«• b*»ia
rttult*

Change in 
participation* 
r«»«ilting tram 

May 1
Boston 7.0951 i . m o Increase
lew York 23.0915 21.9888 Increase
Philadelphia 6.285* 6.3U8S InoreaSSCleveland 9.962k 90(623 Increase
listoond 6.7588 7.0012 Increase
Atlanta S.78T9 S.8730 Decrease
Chisago lit .3011 lit .It5 81' Decrease
St. Louis 5Jbl99 5.5221 Decrease
y^nnfipalj f 3.1831 3.2903 IncreaseKansas City It .3776 It .3930 Decrease
Balias lt.5836 It.8382 leerease
San Francdsco 9.1338 9.1765 Decrease

Exempt for Boston, Ysw Tork, and Cleveland, where thedif *• 
ferenoes in the preswat participation ratio and the indicated expense 
and dividend rati© are .Sd per cent, l.H per nsnt, and .51 per cent, 
respectively, the variation between the ten ratios does not exceed 
.25 per cent.

It is net clear, of course, that were a reallocation to he 
aade at this tis», we should use actual expenses for eight nonths 
rather thsn the %$$% budgets in «sti»atlng expenses for the year. For 
one thing, unusual expense* for alterations and repairs night he antic- 
ipated in the budgets hut not yet reflected in actual expenses • Of 
interest, however, is the fact that if * reallocation were n«is using 
the ratios shown in the second column above, Boston and St. Lonis, sad 
possibly Minneapolie, would not he able to take amch, if any, of their

RECOIN , ,LE& SECTION

S f P U > & r  Zr is, . f “s
oi1 "S g S g g S

1952

Systea Open Market Account
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Mr, %mmr& * t *•
increased «kiara of tha Account becausa their re#err* ratio*
are hovering around tha miniaui# of 3& par. cant. (St. Louis1 holding* 
hava baan raduead an tha prasant basis bacaus* of a low rasarva ratio. 
It* raaarra ratio last night wa* 31.6# ao that its  fu ll participatioa 
will probably ba raatorad.)

Fferth*r«oreff i t  would have to be decided, i f  & reallocation 
war* m&M, wh*ther correct!one should be for maldistributions 
of axcaes earning® from the. System Account prior to tha data of th* 
reallocation. A t tha ti»© of the loâ  X reallocation, a correction 
was not taken into consideration, I f  a reallocation war* now sad* 
on such a ba*la* tha changes wi$it ha different fron thoaa indie at ad 
by the peroentagea in tha tab la above.

Ott tha whola, it docs act appear that a reallocation i* 
called for, 1 have discusaad this Batter with Mr. Bfhrens of th* 
securities department at th* Fadaral leserv* Bank of law Xork, who 
concurs la. thia via*.

Saptaabar 2k§ 1?$2#
S2S1

Up, Sou** di*cu***d th* alloeaticaaa with a* thi* aftamoon 
and said th* Maw Ioric yfffj# aaa* t'gdfpmm&mn+i computet ions. 
Hr* Bikuki al*o though th*re « m  ao occasion to nak* raaUoaatlon* 
at thi* ti**«
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>ARD O F G O V E R N O R S
D F  T H E

F E D E R A L  R E S E R V E  S Y S T E M

Office Correspondence

REC’D IN FILES SECTION

/... JUL 1 61953' .̂.s: * ■■ ***** ■ y
V- ■■■ ’•

* — Saptombor  1952 -

To.

From.

Mr. Leonard

M. B. Daniels

Subject ? A llo c a tio n  o f S e c u ritie s  in  

System Open Market Account

have made a review  o f the a llo c a tio n  o f s e c u ritie s  in  
the System Open Market Account. R atios used in  the May 1 , 1952, 
re a llo c a t io n , th a t  i s ,  present p a r t ic ip a t io n s , are shown below in  
comparison w ith  expense and dividend ra t io s  based on a c tu a l expenses, 
dividends, and earnings other than from s e c u ritie s  in  the System 
Account f o r  the  f i r s t  e ig h t months o f 1952,

Federal
Reserve
Bank

Present
partici
pation
ratios

Expense and 
dividend ra t io s  

on basis  
Jan.-Aug. re s u lts

Change in 
participations 
resulting from 

May 1 reallocation

Boston 7.0951 7 .6 & 0 Increase
New lork 23.0915 21.9828 Increase
Philadelphia 6.2852 6.31*85 Increase
Cleveland 9.9821* 9.1*623 Increase

Richmond 6.7588 7*0012 Increase
Atlanta 5.7879 5.8730 Decrease
Chicago l i t  .3011 11* .1*581 Decrease
St. Louis 5 J tl9 9 5.5221 Decrease

Minneapolis 3.1831 3*2903 Increase
Kansas City U.3776 1* .3930 Decrease
Dallas it .5836 1*.8382 Decrease
San Francisco 9.1338 9.1765 Decrease

Except fo r  Boston, New lo r k ,  and C leveland, where the d i f 
ferences in  th e  present p a r t ic ip a t io n  r a t io  and the in d ic a te d  expense 
and d ividend r a t io  are .56 per cen t, 1 .1 1  per cen t, and .52 per cen t, 
re s p e c tiv e ly , the  v a r ia t io n  between the two r a t io s  does no t exceed 
.25 per cen t0

I t  is  not c le a r ,  o f  course, th a t were a re a llo c a t io n  to be 
made a t  th is  tim e , we should use ac tu a l expenses fo r  e ig h t months 
ra th e r  than the 1952 budgets in  estim ating  expenses fo r  th e  y e a r. For 
one th in g , unusual expenses fo r  a lte ra t io n s  and re p a irs  might be a n tic 
ip a ted  in  the budgets but not y e t  re f le c te d  in  a c tu a l expenses. Of 
in te re s t ,  however, is  th e  f a c t  th a t  i f  a re a llo c a t io n  were made using  
the ra t io s  shown in  the second column above, Boston and S t .  Louis, aad 
possib ly  M inneapolis, would not be able to  take  much, i f  any, o f th e ir
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Mr. Leonard ~ 2 -

increased share of the System Account because their reserve ratios 
are hovering around the minimum of 30 per cent. (St. Louis* holdings 
have been reduced on the present basis because of a low reserve ratio. 
Its reserve ratio last night was 31*6, so that its  fu ll participation 
will probably be restored.)

Furthermore, i t  would have to be decided, i f  a reallocation 
were made, whether corrections should be made for maldistributions 
of excess earnings from the System Account prior to the date of the 
reallocation. At the time of the May 1 reallocation, a correction 
was not taken into consideration. I f  a reallocation were now made 
on such a basis, the changes might be different from those indicated 
by the percentages in the table above.

On the whole, i t  does not appear that a reallocation is 
called for. I  have discussed this matter with Mr. Behrens of the 
securities department at the Federal Reserve Bank of New York, who 
concurs in this view.

September 2h* 1952*
NOTE: -  .

Mr. Rouse discussed the allocations with me this afternoon 
and said the New York Bank had made some independent computations. 
Mr. Rouse also thought there was no occasion to make reallocations 
at this time.  ̂ -v

R. F. Leonard
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To: Mr. Riefler 
From: R. F. Leonard

Purpose of Memorandum
At present, special Treasury certificates of indebtedness when is

sued are carried in the Open Market Account, with resulting participation by 
all Federal Reserve Banks.

The procedure whereby these certificates (which are carried only on 
a few occasions during the year and only for a few days at a time) are alloca
ted to the several Federal Reserve Banks, involves considerable bookkeeping 
and considerable exchange of telegrams between the Manager of the Open Market 
Account and the individual Reserve Banks. It also results in complications 
when the certificates are carried over Saturdays and holidays when some Reserve 
Banks are closed and others open and the Treasury wishes to make payments on 
the certificates.

The purpose of this memorandum is to suggest that consideration be 
given to having the certificates carried by the Federal Reserve Bank of New 
York for its own account instead of being held in the Open Market Account, with 
the accompanying need for allocations of holdings and earnings.
Comments

Earnings on the special certificates at the rate of l/U per cent 
per annum are small, and the amount retained after allowance for the 90 per 
cent payment to the Treasury is relatively insignificant. Total earnings on 
the certificates for the year 1951 amounted to $4-,000. Earnings for the current 
year through September 22 amount to 000. Data regarding the extent of the 
holdings of certificates during the past year and the current year are shown 
on the following page.

To meet situations which might arise when the Open Market Account 
holds special certificates and some Banks are open on Saturdays, while most 
are closed, the Open Market Committee on June 19* 1952, approved procedures 
whereby the Open Market Account might sell the special certificates to a 
Reserve Bank or Banks which would be open on Saturdays and repurchase any 
balances on Mondays.

A simpler procedure, and one which would also simplify to some ex
tent the handling of the certificates whenever held, would be to have the 
certificates carried by the Federal Reserve Bank of New York for its own 
account rather than by the Open Market Account. If such an arrangement were 
authorized, it is suggested that the Reserve Bank of New York be given dis
cretion to issue participations to one or more Federal Reserve Banks in case 
the certificate were so large it would seem desirable to do so.

REC’D IN PILES SECTION

SEP 2 6 19522> O i l s
..... V  4  §  N #toptombor Off > ..

Open Market Participation in 
Special Certificates of Indebtedness.
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Toj Mr. Riefier - 2 ~

As stated, the earnings at present on the special certificates are 
relatively small. Moreover, the proposed procedure should not affect signifi
cantly the earnings position of any Reserve Bank. Under the present formula, 
participations in the Open Market Account are made on the basis of estimated 
expense and dividend requirements of the respective Banks after allowance for 
estimated earnings from sources other than the Open Market Account. Under the 
proposed procedure, allowance would be made for estimated earnings on special 
certificates as well as for other types of earnings outside the Open Market 
Account.

If approved, this procedure would, of course, be subject to review 
and change at any time.

SPECIAL CERTIFICATES OF INDEBTEDNESS

1 - 1-52
to

1951 9-22-52

Number of periods special certificates
were held 2 4-

Total number of days special certificates
were held 4 30

Average holdings for days held $155,000,000 $236,067,000
Maximum amount held $320,000,000 $811,000,000
Minimum amount held $100,000,000 $6,000,000

Earnings on holdings @ l/U% $4,000 $49,000

Division of Bank Operations 
September 23, 1952
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FE D E R A L  R E S ER V E  BANK  

OF NEW YORK

iREC’D IN FH .ES ' *)N;
MAY IS 1952 ;jC

'J 5 3 3  * 3

N e w  Y o r k  45 , N. Y.

May 12, 1952

Mr. R. F. Leonard, Director,
Division of Bank Operations,
Board of Governors of the 
Federal Reserve System,

Washington 25, D. G.
Dear Bobs

For your information I am enclosing copies of our letter to 
Mr. Earhart dated May 5, 1952, and his reply dated May 9, with respect 
to Mr, Lowryfs memorandum dated February 19, 1952,1

Very truly yours,

Robert G. Rouse, 
Vice President.

Enclosures (2)
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•<ISC. HQA C O P Y

FEDERAL RP’SFFV? BATI OF YORK
N W  YOHT'C 4.5,

Mr. C. E. Earhart, President,
Federal Reserve Bank of San Francisco, 
San Francisco, California.
Dear Mr. Esrhsrt;

There is enclosed the following memoranda and correspondence with 
respect to Mr. Lwory’s memorandum dated February 19, 1952 on a proposed re
vision of the formula for allocation of securities held in System Open Market 
Account:

1. Comments prepared in the Securities Department of 
this bank, dated April 2, 1952.

2. Memorandum on The "Invest&ble Funds" of the Federal 
Reserve Banks prepared by Mr. Rosa, Manager of the 
Research Department of this Bank, dated April 7, 1952.

3. Letter from Mr. Leonard, Director of Division of 
Bank Operations of the Board of Governors, dated 
May 2, 1952.

4* Memorandum to Mr. Leonard from Mr. Daniels of the
Division of Bank Operations of the Board of Governors, 
dated April 30, 1952.

Mr. Rouse had intended to send you a note with this material today 
but he asked me to write you since he had to leave for Chicago and was unable 
to get to it.

We agree with Mr. Leonard’s comments in the last paragraph of his 
letter to Mr. Rouse since we feel that Mr. Lowiy* s consideration of the sub
ject is certainly commendable. It is a timely and interesting subject oft 
which other ideas have been introduced which we believe do not lose sight of 
the objective toward which Mr. Lowiy was aiming.

We hope you will find the enclosed data of interest in your consid- 
eraticn of the matter.

Very truly yours,

S. A. Miller,
SAMsfd Assistant Vice President,
Enclosures
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j.REO'D TH
FEDERAL RESERVE BANK OF SAN FRANCISCO ? MAY 1 9 1952 

SAN FRANCISCO 2 0 , CALIFORNIA 

May 9 ,  1952

M r. S .  A. M il le r ,
A s s is ta n t  V ice  P r e s id e n t ,
F e d e ra l R eserve Bank o f  New Y ork ,
New York 4-5, N. I *

.Dear M r, M ille r *

lo u r  l e t t e r  o f  May 5 has been re c e iv e d , to g e th e r  w i t h ■ 
e n c lo su re s  commenting on Mr. Lowry1 s memorandum dated  M ayl9>  1 9 5 2 , 
w ith  r e s p e c t  to  a form ula fo r  a l lo c a t in g  s e c u r i t i e s  held  in  th e  
System  Open M arket Account*

As you undoubtedly know, I  handed Mr. Lowry1 s memorandum 
to  Mr. Rouse in fo r m a lly , in d ic a t in g  th a t  i t  was something which 
m ight be given th ou g h t a t  some la t f c r  tim e when th e  q u estio n  o f  
r e v is in g  th e  p re s e n t a l lo c a t io n  m ight come up f o r  re c o n s id e ra t io n .
I  had not expected  immediate a t t e n t io n ,  b u t, n e v e r th e le s s , I  am 
p le a se d  th a t  Mr. Lowry1s su g g e stio n s  have been e x p lo red .

I  n o te  t h a t  th e  a t te n t io n  g iv en  w il l  presum ably le a d  to  
c o n s id e ra t io n  a t  th e  end o f  th e  y e a r  o f  an arrangem ent f o r  th e  
F e d e ra l R eserve Banks o f  D a lla s  and San F ra n c isc o  t o  s e t  a s id e  
from  earn in gs an amount s u f f i c i e n t  to  b u ild  up su rp lu s to  100$ o f  
su b scrib e d  c a p i t a l  b e fo re  payment o f  90$ to  th e  T reasu ry . I  would 
fa v o r  t h is  and would f e e l  th a t  th e  p r in c ip a l o b je c t iv e  o f 
Mr. Lowry1 s p ro p o sa l fo r  changing th e  a l lo c a t io n  fo im ila  would be 
a t t a in e d .

P le a s e  t e l l  Bob Rouse t h a t  we a p p re c ia te  th e  c o n s id e ra tio n  
a l l  o f  you have g iv en  th e  su g g estio n *

J/ery t r u ly  y o u rs ,

C. E . E a r h a r t , 
P re s id e n t.
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#

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

OF NEW YORK
<-f

N e w  Y o r k  4 5 , N . Y .

May 5 ,  1 9 5 2 .

/ < Z

M r. W i n f i e l d  R i e f l e r ,  
S e c r e t a r y ,
F e d e r a l  Open M a r k e t  C o m m it te e , 
B o a rd  o f  G o v e r n o r s  o f  t h e  
F e d e r a l  R e s e r v e  S y s te m , 
W a s h in g to n  2 5 ,  D . C .

D e a r  M r. R i e f l e r :

I  am e n c l o s i n g  h e r e w it h  a c o p y  o f  t h e  c o m p u ta 
t i o n  sh o w in g  t h e  c h a n g e s  made on May 1 ,  1 9 5 2  i n  p a r t i c i p a 
t i o n s  i n  t h e  S y s te m  Open M a r k e t  A c c o u n t ,  p u r s u a n t  t o  t h e  
p r o c e d u r e  a p p ro v e d  a t  t h e  m e e t in g  o f  t h e  F e d e r a l  Open 
M a r k e t  C o m m itte e  on D e ce m b e r  9 ,  1 9 4 -7 .

A ls o  e n c l o s e d  h e r e w it h  i s  a c o r y o f  t h e  A p r i l  3 0 ,
1 9 5 2  t e l e g r a m  w h ic h  was s e n t  t o  e a c h  o f  t h e  R e s e r v e  B a n k s  
and a c o p y  o f  t h e  l e t t e r  o f  t r a n s m i t t a l  w h ic h  w as s e n t  
w ith  a c o p y  o f  th e  c o m p u t a t io n .

V e r y  t r u l y  y o u r s ,

R o b e r t  G . R o u s e ,  M a n a g e r , 
S y s te m  Open M a r k e t  A c c o u n t .

E n c l o s u r e s  ( 3 )
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(In thousands of dollars)

REALLOCATION OF GOVERNMENT S E C U R IT IE S  IN SYSTEM OPEN MARKET ACCOUNT, MAY 1 ,  1 9 5 2

Syttei Boston New York Fhila- 
delphla

Cleve
land

Rich
mond Atlanta Chicago St.

Louis
Minns-
apolis

Kansas
_£ltz_ Italia* rraaol—

A« l»tiBated exp<
dividends, 1952*

and
1. Bxponao*
2. Diridond*
3. Total oxp.na** and

dlTidMtdS

lOt.957U*,522

119,1*79

7,31*9
788

8,137

22.61*6
1*.585
27.231

6,1* ll* 
1,017
7.1*31

10,117
1.381
11,1*98

7.529
655

7,962

6,195
600

6,795

15,860
1,871
17,751

5.877
509

6.386

5.31*7326
3.673

1*.9U
551

5.1*92

l*.60l
699

5.300

10,281
1.562
11.81*3

B* BatlaKtod •arninj», 1952, 
•thr than on Sy«t*m
Acoount ••ouriti** 5.879 77 999 291 158 281* 220 1,1*85 229 57 519 S5 ljrf7

0* *4-3* *B" 113,600 8.060 26.232 7»U*o 11,31*0 7,678 6,575 16,21*6 6.157 3.616 U.973 5.207 10.376
D. Ratio* (par eant) baaad 

oa V 100.0 7.0951 23.0915 6.2852 9.9621* 6.7588 5.7879 H*.30ll 5.1*199 3.1831 U.3776 U.5836 9.133®
L  HXeMtloa of IjitM Aooount 
ft'iMVltUl OB bull of *D" 22,563,202 1,566,692 5,165.999 1,1*05.572 2,252,581* 1,511,1*81* l^9W60 3*96.181* 1̂ 12,065 711.81*3 978.971 1,025/1*0 2,01*2,610

T« Irnwt allooation* 22,565,202 1,516,069 U,81ii,lli9 1,575,235 2,229,566 l,li9l*,510 Wli*,755 3»l*5t*Jtltl« 1̂ 27̂ 71* 711.172 1.075k513 1.056.8B 2.095,097
8» Chang* In allocations - ♦70.623 ♦31*9.850 ♦32.337 -•2,818 ♦16,971* -20,595 -256.260 -15.811 ♦671 -96.51*2 -31.778 -2.1*7
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f e d e r a l  r e s e r v e  b a n k  V 

o f  n e w  Y o r k

/
,Rt:r>n INKU.ES SBCfiON
| WAY ? !9E 

L5JL4LaJ3L
e w  Y o r k  4 5 , N . Y .

May 5 > 1952

Mr. R o b ert F .  Leonard 
D ir e c to r ,  D iv is io n  o f  Bank 

O p eration s 
Board o f  Governors o f  th e  

F e d e ra l R eserve System  
W ashington 2 5 , D.G.

Dear Mr. Leonard}

We re c e iv e d  your l e t t e r  qfJfiMJUJasd and have today s e n t to  th e

R eserve Banks a  copy o f  th e  com putation showing th e  ad ju stm ents made in

p a r t i c ip a t io n s  in  System  Open M arket Account on May 1 ,  195 2 , pursuant to  th e

procedure approved a t  th e  m eeting o f  th e  F e d e ra l Open M arket Committee on

December 9 ,  1 9 4 7 .

E n closed  h erew ith  i s  a copy o f  th e  l e t t e r  o f  t r a n s m it t a l ,  to g e th e r

w it^ -th re e  co p ie s  o f  th e  com putation, a ls o  copy o f  te legram  which was s e n t

to  each o f  th e  F e d e ra l R eserve Banks on A p ril 3 0 , 1 9 5 2 .

R obert G. Rouse
Manager, System  Open M arket A ccou nt.

E n clo su re s  (5 )

FOBJ files
D.L. Werner
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MISC. 140 A
F e d e r a l  R e s e r v e  B a n k  o f  n e w  Yo r k

N E W  Y O R K  45, N E W  Y O R K

. « : . ; ’’•I'V* I

i
m j  5, 1952

Hr# Jofleph A. Eriefcsoa 
Prsslisftt, F«<3*ral R#B*rve Bmk 

#f Boston 
Boston, Kssssstottsstts
Dsar Mr* Krickfrom

la m w r & m * *  with m r  tslsgmt o f  April 30, 195*, I  •&»

oloss her#vith computation of the r#«4jtiat»*at» on Hay 1 , Iffa

la tto# imrtloipfttloas of tfe* Psdtftftl B#s#rvs Bsite la th# $y»tm

Qpsa mrk&% portfolio*

fwry tru li’ your®.

Bobsri Q. House
!fs*u&g#r, Systsm Open Marlest Aeoomt*

faelosmr* 

M* ti»fc
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R e p r o d u c e d  fr om  th e  U n c la s s i f ie d  /  D e c la s s i f i e d  H o ld in g s  of  the  N a t i ona l  A rc h i v e s

M I S C .  1 4 0 A  ' -  I - ; ■' ■
$ W 8W £% W  f e d e r a l  R e s e r v e  B a n k  o f  N e w  Y o r k  ? £ $ *$ & •  M * M $ % . .  ?
MKifft ? ;

N E W  Y O R K  45 , NEW YORK *

n & m  m® the mjmm m or :m& mam% mmn. mm m mmurm
BKLOVt

& w r l # i r  # #  mi- im  I M t  fm*  M u l t i

th* In ®pm )£**&#fc
io c c u r t  sufclw 'D W t t l  i$KW3&& %#** ItettMit *fc. f i t  $«*t£jtg

9, ifit* a #&&&&&%$&& 'iHi i# »$ir i#gr i*. «tn

m  ^SSSSE ** •*— ■■■;-■■• ■■ ■■■.: £*** tmm tait till
ttod«4 utit #n iiy X. *$$$£## fe* «$•«

§to4af :»$• fc. will '&«■ %# *3&
j# -w&Haiii « ittr iufi* ffcrlfoati? *$!& Ini “Ht-t # fm w -

tmim§ itotftti#* §mm $m*m% tutli
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R e p r o d u c e d  fr o m  th e  U n c la s s i f ie d  I D e c la s s i f i e d  H o ld in g s  of  fhe  N a t i ona l  A rc h i v e s

Prtmmrj m a mm* for nbore reallocation it t&i* tim# 1# diT«rg*nc* 
duo to (I) allocation ** of Jamuoy 1# 1952 bavins boon b***& oa fcidget* of 
gross «xp«aMi boforo slloviBg for roi»bttrs«i«iit» (2) addition* to M m  fork 
M t  tondgot of $753,000 «s accoptod by Board April U, If fa* I* roall^cstioa 
•stlaatoe <» exporianco of th* first #£ 1952 rather than on §»rio3f
periods hers boon usod for ocralnga other then aa Korket Account tod 
for aeoruwi diridoada*
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DECLASSIFIED

Authority - Q J D S O f

REALLOCATION OF GOVERNMENT SECURITIES IN SYSTEM OPEN MARKET ACCOUNT, MAY 1, 1952 
(In thousands of dollars)

ib I1 I—-------- ------- 4 — | System Boston New York Phi la
de lphia

Cleve
land

Rich
mond Atlanta Chieago St.

Louis
Minne
apolis

Kansas
City Dallas ion

/ Istimated expenses and 
dividends, I95Bt 
1. Expenses icm,957 7*31*9 22,6U6 6,1*11* 10,117 7.329 6,195 15,860 5,877 3,31*7 l».9bl It.601 10,261
2* Dividends 11*. 528 70S 1,585 1,017 1,381 633 600 1,871 509 326 551 6993« Total expenses and 

dividends 119.1*79 8.137 27,231 7,1*31 11,1*98 7.962 6,795 17,731 6,386 3,673 5.1*96 5.300 U #*3
B* Estimated earnings, 1952, 

otter than oa System
Aooount soouritios 5,879 77 999 291 158 281* 220 1.1*85 229 57 519 95 1M7

C* *A-3* ml mas *B* 113,600 8.060 26.232 7.11*0 11.31*0 7.678 6.575 16.2I16 6,157 3.616 U.973 5.207 10.376
D. Ratios (per cent) based 

on *C" 100.0 7.0951 23.0915 6.2852 9.9821* 6.75B8 5.7879 Uu3011 5.1*199 3.1831 U.3776 lu5836 9.1338
r allooatlon of System Aooount 

soouritios on basis of lV 22,363,202 1.586.692 5.163.999 1.1*05.572 2,232.381* 1.5U.U8U 1^9^360 3498.181* V 12.063 711.81*3 978.971 1.0B5AO 2,0^.610
r. Present allooations 22,363,202 1,516,069 li,811i,11*9 1,373,235 2,229,566 l,l*9l*,510 3.31U.755 3J*S*M1* l^2W7l* 711.172 1.07&513 1.056.836 2.095,097
0. Change in allooations AO ♦70.623 ♦31*9.850 *32.337 ♦2.818 ♦16.971* -80.395 O>0CVi7 -15.811 ♦671 -96.5b2 -31.778

B. L. Werner

Reproduced 
from 

the 
Unclassified 

/ Declassified 
Holdings of the 

National Archives
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May 2, 1952*

Mr, Robert CL Bouse, Vice President,
Federal H u m  Bank of Bew York,
Bew Tork 15, S. I*

Dear Bob:

1 a» returning tha following Maoranda regarding a proposed 
revision of fonnla for securities in the System Open Market Account, 
which you left with ne for coianentt

X am also enclosing a mmoraxvhm dated April 30\fro» Mr. Daniels 
consenting on the proposal*

I concur with the points of view expressed in the two aeaoranda 
prepared at your Bank and in Mr* Daniels' a«orsndua* 1 sight add a 
few observations of ay own, which to some extent duplicate comments 
made in the other wsMapanda*

As Mentioned in oar earlier conversation, 1 think i t  would 
be quite unfortunate to accept the thesis that deposits with the 
Federal Reserve Banks and outstanding federal Reserve notes represent  
sources of intestable funds which are then used by the federal 
Beserve Batiks to purchase securities*

Mr. Lowry refers to the variations in the percentage of 
surplus to capital. An attaapt to equalise these ratios through 
allocations or participations would require very large shifts of 
securities in view of the fact that only 10 per cent of tha net 
earnings of the Banks alter dividends are available for surplus*
Two Banks, Dallas and San Francisco, hove surplus less than 100 
per cent of their subscribed capital. I t  is noted frcn Table 6 of 
the weswrandusi that the foxsula proposed wauld have resulted in a 
decrease in the earnings for Dallas in 1950, the Bank with tha 
lowest percentage of surplus to capital.

Mosorandum dated February 19 from Mr. Zamry 
of the Federal Beserve Bank of San Francisco

Jfmoranda dated April 2 and April 7 prepared in 
your Bank, commenting on Mr* Lomy's neaarandua*
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Hr* Robert Q* Rouse -  2 -

providing larger retention of taming? at those two Banks at the end 
of the /ear* The law regarding the franchise tax, before it*  repeal, 
allowed Banka to retain all earnings until the surplus was built up 
to an amount equal to 100 per cent of the subscribed capital* The 
public statement regarding the institution of the payment of interest 
on federal Reserve notes referred specifically to this provision and 
stated that at the end of 19lj6 each Bank had surplus equal to, or 
greater than, twice the amount of paid-in capital* Accordingly, X 
think consideration Bight well be given to arranging at the end of 
the year that the Federal Reserve Banka of Balias and San francisco 
set aside free earnings an amount sufficient to build up surplus to 
100 per eent of subscribed capital, and that the 90 per cent interest 
payment be figured on the balance* I have in mind making such a 
recommendation unless further analysis should show i t  to be unsound*

In the discussions related to in fable 5, reference is made 
to percentage of capital suiplus and reserves to deposits* With the 
tree flow of liabilities between amber bank reserve accounts, U. S* 
Treasurer's general Account, and Federal Reserve notes, i t  wouM 
seen to me that the ratio of capital accounts to total deposits and 
note liabilities would, be more significant than the ratio to member 
bank reserve accounts*

A minor point — the last paragraph m  page 9 states that at 
the present rate of surplus accumulation, and under the present 
allocation fonaula, the combined surplus accounts of the federal 
Reserve Banks would equal 300 per eent of paid-in capital in about 
six years* The present allocation foxmula affects the rates at 
which individual Banks might achieve that goal, but I do not sea 
what bearing the present allooation formula would have upon the rate 
of increase in the combined surplus accounts*

I  do not want tc  pass on these contents without saying 1 
think Mr* Lowry has shown real initiative in considering the question 
and in preparing his raeaorandt®. Certainly the allocation of secur
ities in the Open Market Account is a matter of real importance and 
analysis of the problems and suggestions as to reallocations are 
alnays in order*

Sincerely,

R. f* Leonard, Director, 
Division of Bank Operations
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Mr, Robert (J. Bouse* Vic® President, 
Federal Reserve Bank of Mew York, 
New York New York.

Dear Mr. Reuses

j ** ‘f. r4i . * s jf OK I
|; fiM 3- tom i
I - .... Ii *

May 1, 1952

£ 2 *

f
S 3  3 . S H - 3

~ ~ H

There is enclosed a statement showing adjustments 
in allocations o f Government securities in th© System Open 
Market Account necessary to give effect to the reallocation 
to d a y , This was #r©pared in accordance with oar &s&orandua 
of Agril29*..1252 i  to the Executive Cowaittee o f the Open 
Markei Committee.

The figures shown in the statement have bten dis
cussed over the tefe phone by representatives of your office 
and of this office*

Very truly yours,

R. F* Leonard, Directorf 
division of Benk Operations.

Attachment
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rsallocatiom of t m m m m m  sgcumxgft b- stsm o m n  maritst t&cmm, hat x, 199*
(la thousands of dollars)

... j !»)■; ■ ...—.n. -̂..i 1 r ..I ;I >~i ' |If’*. .. O-i... .1 .......  ; .
Systea Bolton Ka* Tork M l c

d*lohi»
Cl***-
land

&ioh-
Bond itlute Chicago St.

Laui*
KIbd*-
•SOlifl

lUlM
cite.... fellas San

Fwut«i««>
ft ^  I  - — .gsfclmsfcsd «tpon*®s suad 

4%wld*n&*Jl952t 
i& Sxpmmkm 104.957 7.349 22,61*6 6.414 10,11? 7»3®9 6.195 15.860 5.877 3,347 4.941 4,601 10,281

14.522 788 it, 585 1.017 1,5SX 633 600 1.871 509 326 551 699 1.562
5* Total • xp«ns*e and 

dividftads 119.1*79 8.137 27.231 7.431 11.498 7.968 6,795 17.731 6,386 3.673 5.498 5.300 11.843
a. Sstimatad saraiags* 1932# 

othor thao os Systea 
Account securities 5.879 77 999 291 158 28t* 220 1.485 229 57 519 0 1.467

c. 1|4 ymtf 48F̂ ̂ VAwiCP «F 113,600 6,060 26,232 7.H0 11.31*0 7.679 6.575 16,246 6.157 3,616 4.973 5,207 10.376
a. Katios (per oent) based 

on *C* 100.0 7.0951 23.0915 6.285B 9.9824 6.7588 5.7879 14.3011 5.4199 3.1831 4.377*6 4.5836 9.1338
1. Allooation of System Aooount 

securities oa basis of *S* 22.363.202 1,586.696 5.163.999 1.105.578 2.232.3®* 1,511.484 W S W 6 0 3*98.184 1̂ 12,063 711.843 978.971 1»C25.&0 2,042,610
F, Present allooation* 22.363,2® 1.516.069 ii.811t.lli9 1.373.235 2.229.566 1J.94.510 W14.755 5.45UM4 W2%874 711.172 1.075*513 1.056.8* 2.095.097
a. Change in allocations - ♦7S.623 ■*31*9.850 ♦38.557 42.818 ♦16.974 -20.395 -256.260 -15.811 ■*671 -96.542 -31.778 -95,487

^ C L A S S I F I E D  

Authority ) 0 ,  I D ^ n j

from 
the 

Unclassified 
/ Declassified 

Holdings of the 
National Archives
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TELEGRAM ......h--rT.>.U * H Jsl’AviiUr*
BOARD OF GOVERNORS

O F  T H E  ■ | \i

FEDERAL RESERVE S Y S T I^

WASHINGTON

y av 1 'nt:v- y.-Mf I
1

L E A SE D  W IR E  S E R V IC E  " f ________

May 1, 1952

Koubo - Sew Tork

^his will confira understanding in t elephone conversation 

that adjnstaonts of participations in Syatea Account will 

bo aa follows, in thousands of dollars 1
Boston

Hew tork

Philadelphia

Cloveland

fiiohaond

Atlanta

Chicago

St. Louis

Minneapolis

Kansas City

Dallas

San Francisco

♦TO, 623 

+3h9,m

4t|8l8 
+16,9% 
-so,39$

-256,260
-as , i n

46m

-31,77a 
-52,U8?

iF F

Loonard

FOR? FILES 
D. L. WernerDigitized for FRASER 

http://fraser.stlouisfed.org/ 
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SECT) IN PILES SECTION 
MAY Z

April 30| 1952

Mr, Leonard 

M. B. Daniels

Comments on Proposed Revision 
of Formula for Allooation of 
System Open Market Account

Because earnings on the System Account ore no* far in 
excess of expense and dividend requirements, any suggestion that 
the account, or at least part of i t , be allocated on seats special- 
purpose basis is a  natural one. At various tines in the past that 
portion of the account producing "excess earnings11 over expense and 
dividend requirements has been so allocated (usually earnings other 
than on securities in tha System Account h av e  been deducted In esti
mating requirements for expenses). For exas^le, for a number of 
years prior to adoption of the present formula securities not needed 
to provide for expenses and dividends were allocated on the basis of 
average participations in the account over a  previous period—five 
years under the immediately preceding formula* Another method (used 
prior to iyj*l) was to allocate a l l  securities not needed to cover 
expenses on the basis of dividend requirements.

Consequently, Mr* Lonry^proposal deserves careful con
sideration* The flaws in his promise that the Banks* liabilities 
represent the principal source of their "investable funds" are 
effectively presented in the two memorandums prepared at the Hew fork 
Bank and need not be discussed here*

The formula suggested—that participations in the account 
be determined according to the percentage each Bank's daily average 
Federal Reserve notes in circulation, plus member bank reserve bal
ances, bears to daily average note and member bank reserve balances 
of the System, computed weekly—is said by Mr. Lowry to have been 
devised with the primary objectives of tending to equalise the reserve 
ratios and providing adequate earnings without unreasonable surplus 
accumulations. Allocation of securities so that the reserve ratios 
ire more nearly equal has often been proposed in the past. Under the 
proposed formula it  would be a by-product, however, resulting from 
the fact that ability to carry securities lies in the relationship 
of reserves to note and deposit liabilities.

As Mr. Lowry's discussion of the "adequacy of the proposed 
method with respect to expanse and dividend requirements" shows, the 
rate of earnings and the size of the System Account are such that a 
minor portion produces sufficient earnings to cover expenses and 
dividends. The proposed formula, or any formula ?*hich does not give 
consideration to expense and dividend requirements, would be satis
factory only so long as “excess* earniqgs exist. Mr. Lowry recognises 
this* and states that i t  appears unlikely the other situation would

F D L f E  0 © [ P Y  f t - -
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develop* noting that if  the average rate of earnings should decline 
to 3/it per cent* holdings could decline to 18 billion dollars a year 
and yet provide adequate earnings to cover expenses and dividends. In 
the event excess earnings disappeared, however, Mr, Lowry proposes an 
arrangement whereby adjustments would be made in holdings so that 
Banks whose estimated earnings were insufficient to ©over expenses, 
dividends, and losses on securities would be allotted securities with 
higher yields, This would be an awkward procedure, as is pointed out 
in Hew Xork*s memorandum.

In discussing the effect of the proposed formula on surplus 
accumulations, comparisons are shown of the Banks ♦ surplus to paid-in 
capital and of their capital accounts to member bank deposits. (A more 
significant comparison than the latter would be capital accounts to 
total liabilities.) It is noted that two of the Banks with relatively 
low surplus accounts under either of these methods of comparison—
Kansas City and Dallas—would lose securities under the proposed formula 
and hence would be worse off as to building up their surplus accounts. 
Indeed, the comparisons point up an important weakness in the proposed 
allooatlon procedure, namely, that the distribution of liabilities 
among the Reserve Banks is not the best measure of their need for earn
ings and their ability to undertake market risk, nor is i t  necessarily 
a good indication of a desirable distribution of their surplus. Note, 
for example, the difference in rank of the Philadelphia, Cleveland, and 
Chicago Banks in the two comparisons. Philadelphia and Cleveland are 
sixth and ninth, respectively* in rank of surplus to capital paid in, 
while they are first and third in rank of capital accounts to member 
bank deposits. Chicago, on the other hand, is third in rank of surplus 
to capital and eighth in capital accounts to member bank deposits.

One of the principal advantages, possibly the most important 
one, of the present formula is its simplicity. It involves the compu
tation of only one set of ratios* which are used both for allocating 
total holdings in the System Account and for allocating sales and 
purchases of securities* The only exception is when adjustments to 
maintain the minimum reserve ratio are necessary. (This minimum ratio 
is now 30 per cent* and no adjustments to maintain i t  have been neces
sary so far this year.) The proposed formula appears to call for a 
reallocation each week. Even if this is not the intention* and monthly 
or quarterly reallocations were made* the procedure would probably 
result in increasing the accounting work beyond what i t  was before the 
present formula was adopted. At best, accounting for the System Open 
Market Account involves a vast number of computations* and the burden 
of this work should not be increased unless clear benefits are to be 
derived from aay change.
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I D A R D  D F  G O V E R N □  R S
DF T H E

F E D E R A L  R E S E R V E  S Y S T E M

iRSC’D in  fil e s  section]

May 6 1952

Office Correspondence
To_ M r. Leonard Subject:.

From. M. B . D an ie ls

Date April 30» 1952

Comments on Proposed R ev isio n  
o f Form ula f o r  A llo c a t io n  o f 
System Open M arket Account

Because earn in g s on th e  System  Account a re  now f a r  in  
e x ce ss  o f  expense and d ividend req u irem en ts , any su g g e stio n  t  h a t 
th e  acco u n t, o r  a t  l e a s t  p a r t  o f  i t ,  be a l lo c a te d  on some s p e c i a l -  
purpose b a s is  i s  a n a tu ra l o n e . At v a r io u s  tim es in  th e  p a s t  th a t  
p o r t io n  o f  th e  accou n t producing "e x c e s s  e a rn in g s1* over expense and 
dividend req u irem en ts has been so a l lo c a te d  (u su a lly  earn in g s o th e r  
th an  on s e c u r i t i e s  in  th e  System  Account have been deducted in  e s t i 
m ating requ irem en ts f o r  e x p e n s e s ) . For exam ple, f o r  a number o f 
y e a rs  p r io r  to  ad op tion  o f  th e  p re se n t form u la  s e c u r i t i e s  n o t needed 
to  prov id e f o r  expenses and dividends were a l lo c a te d  on th e  b a s is  o f  
average p a r t ic ip a t io n s  in  th e  accou n t over a  prev iou s p erio d — f iv e  
y e a rs  under th e  im m ediately preced ing  fo rm u la . A nother method (used 
p r io r  to  191*1) was to  a l lo c a t e  a l l  s e c u r i t i e s  n o t needed to  co v er 
expenses on th e  b a s is  o f  d iv idend  req u irem en ts .

C onsequ ently , Mr. Lowry * s p ro p o sa l d eserv es c a r e fu l  con
s id e r a t io n .  The flaw s in  h is  prem ise t h a t  th e  Banks1 l i a b i l i t i e s  
re p re s e n t th e  p r in c ip a l  sou rce  o f  t h e i r  nin v e s ta b le  funds1* are  
e f f e c t i v e l y  p re se n te d  in  th e  two memorandums prepared  a t  th e  New York 
Bank and need no t be d iscu sse d  h e r e .

The form ula su g gested —t h a t  p a r t ic ip a t io n s  in  th e  accou n t 
be determ ined accord ing to  th e  p ercen tag e  each  Bankf s d a ily  average 
F e d e ra l R eserve n o tes  in  c i r c u l a t io n ,  p lu s member bank re s e rv e  b a l 
a n c e s , b e a rs  t o  d a ily  average n o te  and member bank re s e rv e  b a lan ces  
o f  th e  System , computed w eekly— i s  s a id  by Mr. Lowry to  have been 
d ev ised  w ith  th e  prim ary o b je c t iv e s  o f ten d in g  to  e q u a liz e  th e  re s e rv e  
r a t io s  and prov id ing  adequate earn in g s w ith ou t u nreasonable su rp lu s 
accu m u la tio n s. A llo c a t io n  o f s e c u r i t i e s  so th a t  th e  re s e rv e  r a t io s  
a re  more n e a r ly  eq u al has o fte n  b een  proposed in  th e  p a s t .  Under th e  
proposed form u la  i t  would be a b y -p ro d u ct, however, r e s u lt in g  from 
th e  f a c t  t h a t  a b i l i t y  to  c a r r y  s e c u r i t i e s  l i e s  in  th e  r e la t io n s h ip  
o f  re s e rv e s  to  n o te  and d e p o s it  l i a b i l i t i e s .

As M r. Lowry*s d is c u ss io n  of th e  nadequacy o f  th e  proposed 
method w ith  r e s p e c t  to  exp en se  and dividend req u irem en ts11 shows, th e  
r a t e  o f  ea rn in g s  and the s iz e  o f th e  System A ccount a re  such th a t  a 
minor p o r t io n  produces s u f f i c i e n t  ea rn in g s  to  cov er expenses and 
d iv id e n d s. The proposed form u la , o r any form u la  which does n o t g iv e  
c o n s id e ra t io n  to  expense and dividend re q u irem en ts , would b e  s a t i s 
f a c t o r y  o n ly  so long a s  11 e x c e ss ” earn in g s e x i s t .  Mr, Lowry re co g n iz es  
t h i s ,  and s t a t e s  th a t  i t  appears u n lik e ly  th e  o th e r  s i t u a t io n  would
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develop, noting that if the average rate of earnings should decline 
to 3A per cent, holdings could decline to 18 billion dollars a year 
and yet provide adequate earnings to cover expenses and dividends. In 
the event excess earnings disappeared, however, Mr, Lowry proposes an 
arrangement whereby adjustments would be made in holdings so that 
Banks whose estimated earnings were insufficient to cover expenses, 
dividend*, and losses on securities would be allotted securities with 
higher yields* This would be an awkward procedure, as is pointed out 
in New York's memorandum,

In discussing the effect of the proposed formula on surplus 
accumulations, comparisons are shown of the Banks1 surplus to paid-in 
capital and of their capital accounts to member bank deposits, (A more 
significant comparison than the latter would be capital accounts to 
total liabilities*) It is noted that two of the Banks with relatively 
low surplus accounts under either of these methods of comparison—
Kansas City and Balias—-would lose securities under the proposed formula 
and hence would be worse off as to building up their surplus accounts. 
Indeed, the comparisons point up an important weakness in the proposed 
allocation procedure, namely, that the distribution of liabilities 
among the Reserve Banks is not the best measure of their need for earn
ings and their ability to undertake market risk, nor is i t  necessarily 
a good indication of a desirable distribution of their surplus. Note, 
for example, the difference in rank of the Philadelphia, Cleveland, and 
Chicago Banks in the two comparisons, Philadelphia and Cleveland are 
sixth and ninth, respectively, in rank of surplus to capital paid in, 
while they are first and third in rank of capital accounts to member 
bank deposits. Chicago, on the other hand, is third in rank of surplus 
to capital and eighth in capital accounts to member bank deposits.

One of the principal advantages, possibly the most important 
one, of the present formula is its simplicity. It involves the compu
tation of only one set of ratios, which are used both for allocating 
total holdings in the System Account and for allocating sales and 
purchases of securities. The only exception is when adjustments to 
maintain the minimum reserve ratio are necessary. (This minimum ratio 
is now 30 per cent, and no adjustments to maintain i t  have been neces
sary so far this year*) The proposed formula appears to call for a 
reallocation each week* Even if this is not the intention, and monthly 
or quarterly reallocations were made, the procedure would probably 
result in increasing the accounting work beyond what i t  was before the 
present formula was adopted. At best, accounting for the System Open 
Market Account involves a vast number of computations, and the burden 
of this work should not be increased unless clear benefits are to be 
derived from any change.
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B£C>DINFILL SECTION 
‘ ^ r'#-nw 1 lOp

>, 1952,
FIXES

R. F. Leonard

Reallocation - System Open 
Market Account -
Ifey 1 , i$>52.

I called Hew lark yesterday afternoon and asked far 
the amount of the earnings after amortization of premium and 
discount on the Open Market Aooount for the following years* 
Mr, Larson gaTe me the following figures*

m ?  111*2,131,718 
1951 388fW*8,m
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April 29, 1952.

Dear Bobs

Enclosed Is a copy of the memarais-* u/ jl ^ 
du^about reallocation which X read toyou ' /  
aver the telephone this afternoon*

I am giving copies to Win Eiefler 
as Secretary to the Executive Committee*

B* F. Leonard* Director* 
Division of Bank Operations*Enclosure

Hr* B* G. Rouse, Vice President* 
f d m l  Reserve Bank of New tork, 
Hew York hS, ff« I .

RFLsjbs

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



T0» Kxaovtlra Qawaltt—  of tbo 
Opoa Markot Caa«ittoo

noil liNn, 1m m  «*d Lm m t 4

Ap^il zy, 119S '9=2 
, fz5SUBJECTi loallooation of tho

Qpon Marks* Account

A rsrlsa of tho situation iadloatos tho desirability of * 
roallooatton of tbs Ops* Morfcot Asosost andor tho ostabllahod formla,
Thia la to ad* iso tho Sassatlro OoodttM, thoroforo, that a ro allooation 
wi 11 bo aodo aa ot May 1. Tha roallocatioa will be baaod oa ostablisbsd 
proaodaro «ad will refloat*

1. Mot bodgot iipaiMi for tbo yaar aftor allowaoos 
for roiabursabla oxpsasos. (Thi* had boon tho prae- 
tioo, but tbo roallooation aa of January 1, 1952 
waa baaod on budgets of gross oxpoaaoa boforo allow- 
oaoo for rolafeorasaaats.)

2. Addition of $753,000 to tho Moo York Dot badgot, 
aa acooptad by tbo Board April 11*, 1952.

3. Batiaatoa baaod oa export aaoo of tho firat quarter 
of 1952 rathar than on prior porloda for aarninga 
other than on Open Market Account and for accrued 
dividend*.

Reallocatf.ons on eueh baaia will roault in ahifta of approximately 
$1*73,000,000, six Banka will roceive additional allocation* and alx Banka 
will roeolvo reduced alloeationa.

If a raalloo* tioo wore aede giving of foot to tha uao of not budgata 
aad eatiaetee aada January 1 oorarlag dlrldeoda and aarminga fron othor than 
Syateo iocovat, tho ahifta would aecuot to approxiaately $236,000,000.

Attached ia a tabulation aho*rlag tha ohangoa la tho percentage 
allooatiooa and tbo aeouat of tho change for each Raaarra Baak baaod on hold- 
inga aa ef April 23» 1952. Astaal reallocationa will, however, bo baaod on 
holdings at tha opening of buaineaa May 1 .

Mr. Reuse will adriaa tha Eoaorro Banka o f  tha reallocationa ia 
tha uaual ooura*.

la accordance with tha oeaternary procedura, aacuritiaa ia tho 
Opon Markot Account wero reallocated aa of January 1, 1952, and or tha formula 
adopted by tho Op an Sarkot CoMltteo at ita mo ting Deceaber 9, l A i l, and

{ . j *  -it.. ^
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approved in store detail aa set forth in a report fron Messrs. axM  and 3nead 
at the aeetinc of tha iaoecutive Cae»d.ttee January 20, lyiiS* That procedure 
provides for allocations prorated on the basis of estimated expenses and /
dividend* for the year, leas estimated earnings other than froes Open Market 
account*

In their report I4esers* Rouse and Snmrf stated that i t  appeared 
there woulxi oe no need of f arther reallocation of securities during the 
calendar year 1?U8 unless it should beccne evident either that actual ex
penses and dividends ware likely to deviate considerably fron the estimates 
u«ed or that earning* other than fron the 3y3tom Account were likely to be 
considerably greater than estimated. Since January 1, l?ii£ reallocations 
hare been aade only once each year, as of January L*

Since 191*7 earnings cn the Open Marte-t Account hare tripled* in 
191*7 they amounted to $lli2 jaillian, in 1951 to $388 aillion, and ti*y are now 
running at the rate ef $k2$ aiUion a year* Deviations between estimates 
and actual experience, therefore, are aore important in relation to retained 
earnings than formerly*

The aetaal experience of the Reserve Banks will be reviewed quarterly 
and reallocations aado in case of substantial divergence firm  the eetinates*

M L  tjtat
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Changes in Participation in System Open Market Account 
Ai a fteealt of deallocation to be Made aa of May 1, 1952

The ratloe shoen are t&« prevent ratio* and tte ae* ration to bee 
effective upon realloeatloa.

The chaofaa in the amounts of participations are baaed upon total 
holdlr^e In the iwount a* of April 23* The actnal reallocation, however, 
will be T&cie on the basis of holdings on May 1.

Present See
Participation Participation 

Ratloe Ratios
(per cent)

Boston 6.7793 7.0951
lev Tork 21.5271 23.0915Philadelphia 6.1U06 6.885?
Cleveland 9.969!? 9.98*1,
Richmond 6.6*59 6.7538
Atlanta 5.“791 5.7879
Chicago 15.1^70 U».30U
St. Louis 5 J*906 5.1*199maneapolls 3.1051 3.1831
Ksnssa City U.8093 k.3776p*il^ U.7257 I* .5636
Sm Francisco 9.3685 9.1338

Increase In Decreaae In
Participation Participation

(thouaanck of ctaileii)
70,651
31*9,991
32,350
2,819

16,980

672

20,li03
256,363
15,917

96,501
31,79152,506

Total 100.0 100.0 U 7 J M 3 k73,l»63
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A p r i l  2U , 1 9 5 2

Mr. Leonard

Hr. Roust telephoned April 22 and said that he had looked 
at tha minutes of Opan Markat Committee and Executive Committee 
meetings and felt that it would be necessary only to inform the 
Executive Coawittee of a reallocation. Such no tic#, which w ould 
alao go to the Presidents, would be to the effect that owing to # 
divergences between estimates used for the January 1 allocation/and i/z/jX
actual experience since, Ur. Rouse and Mr. Xebnard M d  concluded 
that a reallocation as of May 1 should be made, and that the Hew lark 
Bank would advise the Banks of the changes due to the reallocation,

I told Mr. Carpenter about the proposed reallocation and 
requested him to let us know whether he agreed with Mr. Rouse that 
approval of the Executive Committee would not be necessary. He 
called later and said that all the minutes showed was that the 
procedure was approved. It contemplated that if reallocations 
within the year were called for they would be made.

, U H t l
fAiere is attached a draft of a memorandum /you and Mr. Eouse-T-—  --tv .... r ̂might use.

M. B. Daniels

Attachment

P D  [ L , E !J _ _1.... J Jzzzi
FOR* FIL E S  
D. L. W erner
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Mr, Leonard Reallocation of Securities in

M. B. Daniels System Open Market Account

In connection with System account reallocations, the 
following comonte may be of interest*

Tho present fomuls for allocation of securities in the 
System account ss recommended by Messrs, Smead and louse was adopted 
by the System Open Market Committee Decoder 9# 191*7# I for use January 1, 
19U8, with the understanding that details voull be worked out and a 
full written statement of the procedure submitted at the next meeting 
of the executive committee and the Federal Open Market Committee for 
ratification*

The executive committee approved the procedure January 20, 
19U8, on the basis of a report from Messrs* Smead and Reuse dated 
January 19, 191*8* The formula has been reaffirmed by the Open Market 
Committee March 1, 1950j March 8, 1951# at which time the minimum 
reserve ratio to be maintained was reduced from 35 to 30 per cent} 
and March 1, 1952.

There follows an excerpt from the minutes of the Federal 
Open Market Committee meeting held March 1, 1952# with respect to 
the fozmulss

In a discussion of the procedure for the allocation of 
securities in the System open market account as approved at 
tha meeting of the Cosnittee on March 8, 1951# it was 
stated that the existing procedure was working satisfac
torily, that there had been no suggestions for change, 
and that in the absence of objections it should be contin
ued without amendment at this time*

Thereupon# upon motion duly made and 
seconded# and by unanimous vote, it was agreed 
that no change should be made at this time in 
the method of allocating securities ss approved 
at the meeting of the Federal Open Market 
Committee on March 8, 1951.

Computations for the reallocation are made independently 
a by the Government Bond Department of the New lork leserve Bank and the 

Board*s Division ofrOperations. We give New fork the estimated ex- 
' penses of the Federal Heserve Banks based on their budgets. Other

basic data needed for the computations are in statements published
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or distributed by the Board (paid-in capital stock from the weekly 
condition statement of the Reserve Banks and earnings other than on 
Government securities fro® the monthly mimeographed statement of 
earnings and expenses, L.U.l). The Hew fork Bank gives us figures 
for the present participations in the account* When the realloca
tion has been completed and checked between lew fork and us over the 
telephone, the results are telegraphed to Mr. Rouse, who then notifies 
the Reserve Banks of the changes in their participations as a result 
of the re allocation* the statement, "Reallocation of Government 
Securities in the System Open Market Account11, is mailed to Mr. House 
and he sends copies to the Reserve Banks.

The weekly and month-end adjustments in holdings of treasury 
bills, or in interest-bearing securities if Treasury bill holdings 
are insufficient, are based on gold certificate reserves and liabil
ities on fnesday and the next to the lust business day of the month, 
respectively* 0old certificate reserves and liabilities of the 
Reserve Banks used for the annual reallocation of January 1 are 
those for the next to the last business day of the year after giving 
effect to any necessary month-end adjustment in Treasury bill hold
ings* Mo weekly or month-end adjustments of holdings of securities 
have been necessary so far this year for the purpose of maintaining 
the minimum reserve ratio of 30 per cent.

During the course of the year the Mew York .Bank, and the 
Division of Bank Operations make independent reviews of the operation 
of the formula to see whether further reallocation for the year would 
be In order. The last review in 1951 (in Kovernber) showed that the 
expense and dividend ratios used for the January 1 reallocation did 
not differ for any Bank by more than ,U| per cent from similar expense 
and dividend ratios based m  actual expenses, dividends, and earnings 
other than on Government securities*
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Statement submitted to the Joint Committee on the Economic Report 
November 23, 19h99 in form approved by the Board of Governors and 
the Executive Committee of the Federal Open Market Committee.

Formula for Allocation of Securities 
in the System Open Market Account

Securities in the System Open Market Account are allocated 
by the Federal Open Market Committee among the individual Federal 
Reserve Banks on the basis of their expense and dividend requirements. 
The formula, is based on estimates for the year of each Federal Reserve 
Bank’s expenses, dividends, and earnings from sources other than 
securities in the System Open Market Account. Ratios of the estimates 
for each Federal Reserve Bank to those for the twelve Federal Reserve 
Banks combined are then computed and securities in the System Open 
Market Account are allocated on the basis of these ratios.

Adjustments may be made in the allocations from time to 
time if the reserve position of a particular Federal Reserve Bank 
indicates that an adjustment is desirable or if the allocations on 
the basis of the original estimates are no longer appropriate.

NOTE: Estimates referred to in the second sentence are based on
(1) budgets for expenses, (2) latest paid-in capital stock for 
dividends, and (3) preceding five months1 results for "Other" earnings.

II .I,nn .mint

FC 2J FIL E S  [
D. L. W erner i 
_____________ _ J
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REPORT TO FEDERAL OPEN MARKET COMMITTEE ON NEW FORMULA FOR 
ALLOCATING SECURITIES IN THE SYSTEM OPEN MARKET ACCOUNT

At the meeting of the Federal Open Market Committee in Washington 
on Tuesday, December 9* 19U7, the Committee voted unanimously:

1. That interest bearing securities in the Account be 
allocated at the first of the year on the basis of the 
expense and dividend ratio of each Bank as against all 
the Banks; that this allocation be the only one for the 
year; and that the same basis of allocation continue
in use. However, profits and losses on interest 
bearing securities would continue to be allocated on 
the basis of the average holding ratio for the preceding 
five years.

2. Holdings of Treasury bills would likewise be allocated 
on the expense and dividend ratios to the extent that 
the several Reserve Banks were able to acquire such 
securities within the limits of maintaining the reserve 
ratio of 35 per cent or such other percentage as the 
Committee may determine. Profit and loss on Treasury 
bills would be allocated on the basis of the current 
Treasury bill holding ratio of each Bank as of the
day profit or loss is realized.

The above action was taken with the understanding that
1. The complete details would be worked out and the 

changed procedure would be put into effect on 
January 1, 19U8, and

2. A full written statement of the procedure would be 
submitted at the next meeting of the Executive 
Committee and the Federal Open Market Committee for 
ratification.

In accordance with the above-mentioned action of the Federal Open 
Market Committee interest bearing securities in the System Open Market Account 
were allocated among the various Federal Reserve Banks as of January 1 in 
proportion to estimated expenses and dividends for the calendar year,19U8 
after deducting estimated earnings other than from Government securities, 
and Treasury bills in the System Account were likewise allocated except that 
necessary adjustments were made in the allocation of Treasury bills to prevent 
the reserve ratio of any Federal Reserve Bank from falling below 35  p e r  cent. 
Estimated expenses were based on budget figures submitted by the various 
Federal Reserve Banks to the Board of Governors for the year 19U8, and 
estimated dividends were based on paid-in capital as of the latest date for 
which the figures were available.
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Adjustments in holdings of the Federal Reserve Banks in interest 
bearing securities and Treasury bills made necessary by changes in the amount 
of securities held in the System Open Market Account are made currently in 
the same ratio as was the allocation of interest bearing securities as of 
January 1. Adjustments in Treasury bill holdings are being made each 
Wednesday and are to be made also on month ends, as has been the practice 
for some time, to raise to the agreed upon minimum of 35 per cent the 
reserve ratios of any Banks that are below that level and also to restore, 
in so far as possible without reducing a Bank’s reserve ratio below 35 per 
cent,the full participation in Treasury bills to which it is entitled when 
its participation has previously been reduced because of a low reserve ratio.

In accordance with the arrangement approved by the Federal Open 
Market Committee, profits and losses on interest bearing securities are 
being allocated on the basis of average daily holdings of interest bearing 
securities during the preceding five years. Profits and losses on Treasury 
bills are being allocated in proportion to Treasury bill holdings as of the 
day the profit or loss is realized which is the basis on which earnings on 
Treasury bills are accrued.

Inasmuch as current adjustments in holdings both of interest 
bearing securities and Treasury bills are being made on the same basis as 
was the January 1 reallocation, there will be no necessity of any further 
reallocations of securities in the System Open Market Account during the 
calendar year 19U8 unless it should become evident either that actual 
expenses and dividends are likely to deviate considerably from the estimates 
used as of January 1 or that earnings other than from the System Open Market 
Account are likely to be considerably greater than the approximately $3*000,000 
estimated as of January 1.

It is contemplated that this subject will receive further consider
ation during the remainder of the year with a view to the submission to the 
Federal Open Market Committee on or before its last meeting in 191*8 of a 
revised formula for use beginning on or before January 1, 19U9, in the event 
that experience indicates that the procedure now being followed is not 
altogether satisfactory.

R. G. Rouse

January 19, 19U8.
E. L. Smead
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DRAFT /4/3/52 ^  '
SAM: f a

rec’d m r a a  sbctS S

1 ' m a y  6 f952/̂ ' 1
^ 3 , 3 ¥ 3Mr. Robert F. Leonard, 

Director, Division of Bank Operations,
Board of Governors of the 
Federal Reserve System, 

Washington 25, D. C.
Dear Bob:

I have received from Mr. C. E. Earhart, President 
of the Federal Reserve Bank of San Francisco the attached 
memorandum prepared lay Mr. Lowry of that bank with respect to 
a proposed revision of formula for allocation of securities held 
in the System Open Market Account. There is also enclosed a 
draft of memorandum which was prepared at this bank commenting on 
Mr. Lowry* s proposal, Cl

v ( J  I  shall Appreciate receiving from you your dbifiments 
and suggestions on these memoranda before submitting our views 
to Mr. Earhart.

Very truly yours,

L.

Robert G. Rouse, 
Manager, System Open 
Market Account.

E n c lo s u re s  ( 2 )

(NOTEr This was left in ray office by Mr. Rouse on April 21, 1952.

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



February 19, 1952

Memorandum to Hr.
From Mr. Lowry
SUBJECT: Proposed revision of formula for allocation of 

securities held in System Open Market Account

The very large increase in holdings of Government securities by the Federal 
Reserve banks since 1943# and the resulting effect upon the reserve ratios of the 
various banks, raise a question as to whether any allocation formula based on expense 
and dividend requirements is realistic under conditions now existing or likely to 
exist in the foreseeable future.

Total system earnings in each year since 1944 have been at least double, 
sometimes triple, the amount needed to take care of expense and dividend requirements. 
Despite this fact, the present system of allocation does not take into consideration 
the amount of funds available for investment, except for adjustments made in Treasury 
bill holdings of banks with low reserve ratios.

Investable funds of the Reserve banks arise principally from Federal Reserve 
Notes outstanding and member bank reserve deposits, which together comprise about 90 
percent of tolkl liabilities. Regardless of the allocation formula used, it is the 
total of note and deposit liabilities (sometimes referred to hereinafter as "invest- 
able funds") which supply the funds used to accumulate gold reserves and investments.

Under the existing method of allocating system purchases of securities, the 
Boston, St. Louis, and Minneapolis Reserve banks are required to participate in the
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System Open Market Account in an amount equal to about 67 percent of their note and 
deposit liabilities, with a resulting reserve ratio of 31 percent. On the other 
hand, the New York, Chicago, and San Francisco banks, whose reserve ratios each 
exceed 50 percent, are required to participate only to the errbent of 43 percent of 
their note and deposit liabilities.

At the time the allocation formula was revised in 1941, and again early in 
1944* it was pointed out that an important factor in any system of allocation was to 
provide that , each bank carry its share of the market risk. However, the 1944 study 
could not have anticipated the exceptionally heavy purchases, sales, and holdings in 
later years, and so could not have considered whether it was equitable for Minneapolis, 
the smallest Reserve bank, to bear the market risk on securities amounting to 68.2 
percent of its investable funds, while New York, the largest bank, bore the market 
risk on securities equal to only 41*8 percent of its investable funds. To show the 
effect of this in a somewhat improbable situation, if the Reserve banks incurred losses 
on securities equal to 2-1/2 market points, based on holdings January 2, 1952, such 
losses would completely eliminate the Section 7 surplus and contingency reserves of 
Minneapolis, but would leave New York with auroras and reserves of 155,000,000.
(This illustration does not make allowance for the five-year-average method of allocat
ing profits and losses on sales.)

Another market risk factor which could not have been considered in the 1944 
study (Mr. Rousefs memorandum of May U» 1944) vas the effect of payment to the Treasury 
of interest on Federal Reserve Notes. The franchise tax was discontinued after 1932; 
and from 1933 to 1946, net earnings were retained by the Reserve banks, resulting in sub
stantial surplus accumulations. During these years, banks with relatively high partici
pations in terms of investable funds were permitted to retain 100 percent of net earninĝ  
and so the market risk factor was of less significance. Beginning in 1947 the banks 
were able to retain only 10 percent of net earnings after dividends. Again using

___________ ______ ___________ ___________ ______
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Minneapolis and New York as examples, the question is whether it is reasonable to 
ask Minneapolis to use 68.2 percent of its investable funds in Government secu
rities and stand the market risk thereon, only to have 90 percent of net earnings 
paid as interest on Federal Reserve Notes, while New York is taking the market risk 
on only 4-1*8 percent of its investable funds.
Proposed allocation formula

In attempting to devise a more satisfactory formula for allocating becu- 
rities held in the System Open Market Account, the primary objectives were to devise 
a method which would tend to equalize the reserve ratios of the various banks and 
provide adequate earnings for each bank without unreasonable surplus accumulations. 
Following is a general statement of the proposed formula:

THE AMOUNT OF EACH RESERVE BANK’S PARTICIPATION IN THE SYSTEM 
OPEN MARKET ACCOUNT SHALL BE DETERMINED ACCORDING TO THE PER
CENTAGE EACH BANK’S DAILY AVERAGE FEDERAL RESERVE NOTES IN 
CIRCULATION, PLUS MEMBER BANK RESERVE BALANCES, BEARS TO DAILY 
AVERAGE NOTE AND MEMBER BANK RESERVE BALANCES OF THE SYSTEM AS 
A WHOLE, COMPUTED WEEKLY.

Profits and losses from sales could continue to be allocated on the basis 
of avercge holdings over a given period. Until the proposed formula has been in 
operation for said period, it would be necessary to adjust prior years* holdings to 
the proposed formula, or perhaps use a shorter period than the five-year period now 

in use.
Under the proposed formula, each bank*s participatipn in the System Open 

Market Account would bear a definite relationship to investable funds. The immediate 
effect of the change would be to improve the reserve ratios of all the Reserve banks 
except New York, Chicago, and San Francisco. Reserve ratios under the present and
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proposed allocation formulas are shown belows

TABUS 1
RESERVE RA.TI06 JAffllBT ?. m a

fEeinafc ProPQBod
Boston 3 2.4.5 45.29
lev Tork 56.97 46.97
Philadelphia 45.49 47.34
Cleveland 39.57 48.47
Richmond 37.47 ' 44.41
Atlanta 37.27 45.82
Chicago 51.64 46.04
St. Louis 30.47 45.52
Minneapolis 30.98 46.95
Kansas City 38.99 45.74
Dallas 34.61 49.57
San Francisco 52.25 46.65

Change
A 2.84  
-10.00 
/  1.85
/ 8.90 
/ 6.94 
/ 8.55 
-  5.60 
/15.05 
/15.97 
/ 6.75 
/U.96 
-  5.60

It is believed that an important and favorable effect of the proposed method 

of allocation would be to dispel any Misconception that the presently high reserve 

ratios of some banks and the low ratios of others are due to economic conditions within 

a given district.

The change in percentage allocations required to achieve the above equaliza

tion of reserve position is not great. The following table shows the percentage alloca

tion of securities to each bank under the present and proposed formulas

TABLE 2

Percentage
Allocation
Effective

Proposed Percentage 
Allocation, based 
on Figures for

January 1, 1952 January 2. 1952 Change
Boston 6.78 5.421 -1.359
Hew York 21.53 26.795- ^ /5.265
Philadelphia 6.14 5.927 - .213
Cleveland 9.97 8.496 -1.474
Richmond 6.68 5.889 - .791
Atlanta 5.88 5.042 - .838
Chicago 15.45 17.328 A. 878
St. Louis 5.49 4.245 -1.245
Minneapolis 3.18 2.424 - .756
Kansas City 4.81 4.252 - .558
Dallas 4-72 3.660 -1.060
San Francisco 9-27. 10.521 A-151

Total 100.00 100.00
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J The figures for the single date of January 2, 1952, were used for the 

reason that no satisfactory average figures are available. However, a test of the 

average of figures for the last Wednesday in each month for the years 1950 and 1951 

shows only slight deviation from the percentages used above.

The proposed allocation formula would result in substantial changes in hold

ings of securities at each bank and, of course, corresponding changes in gold reserves. 

The following table shows the effect of the proposed change, using the percentages 

shown in Table 2.

TABLE 3 
(In thousands of dollars)

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

Total

Securities Held 
in System Open 
Market Account 
January 2, 1952

1,600,231
5,081,399
1,449,467
2,353,337
1,577,476
1,387,742
3 , 646,211
1,296,037
750,651

1,135,219
1 ,115,486
g.gn./.n?
23,604,658

Amount that 
Would Be Held 
Under Proposed 
Allocation
1,279,609
6,324,868
1,399,048
2,005,452
1,390,078
1,190,147
4,090,215
1,002,018
572,177

1,003,670
863,930

2,483,446

23,604,658

. Change
-  320,622 
/l,243,469
- 50,419
- 347,885
- 187,398
- 197,595 
/ 444,004
- 294,019
- 178,474
- 131,549
- 251,556 
/ 272.044

NOTE; The above table excludes $53,000,000 held by New York either 
under resale agreement or for later allocation to other banks.

Adequacy of proposed method with respect 
to expense and dividend requirements

The rate of earnings on United States securities held by the Federal Reserve
banks averaged slightly more than 1-1/2 percent during the years 1948-1951, inclusive.
At this average rate, holdings could decline to an average of $8,924,000,000 and still
provide sufficient earnings (under the present allocation formula) to cover estimated
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expense and dividend requirements of $139,168,000 for 1952. Even though the average 
rate should drop to 3/4 percent, holdings could decline to an average of $17,84.8,000,000 
and yet provide earnings adequate to meet expenses and dividends. Note that, if 
average holdings, or average rates, or both, dropped below the figures given, or if 
substantial losses on sales were incurred, the problem of adequate earnings would 
arise regardless of the method of allocation used.

The following table shows average holdings and earnings from securities and 
total expenses and dividends for the past several years:

TABLE L
(Amounts in thousands of dollars)

Daily Average Earnings Average Expenses
Holdings of on U. S. Rate of and

Tear U. S. Securities Securities Earnings Dividends

1943 7,724,438 68,090 0.88 52,457
1944 14,772,201 102,810 0.70 58,676
1945 21,363,244 139,553 0.65 58,900
1946 23,250,195 147,125 0.63 68,197
1947 22,331,740 155,564 0.70 76,916
194S 21,509,321 298,903 1.39 84,630
1949 19,572,664 312,2a 1.60 89,807
1950 18,405,083 272,916 1.48 - 93,655
1951 ---- -------not available— ----------------------------------------------- 95,469
1952 (Est.) 139,168

Somewhat of interest is the fact that total earnings from securities in 1945 
are about equal to estimated expenses for 1952*

Using the "investable funds" formula for both the allocation of securities 
and the allocation of earnings, losses, and profits, somewhat higher minimum holdings 
for the entire System would be required. However, the amounts required and the aver
age rate of earnings required are well within the actual experience of the past several 
years. The following are examples of possible situations under the proposed allocation 
method, based on holdings January 2, 1952s

If holdings remained at present levels, the average rate 
of earnings could drop to about 0.75 percent and still 
produce earnings sufficient to cover estimated expense
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and dividend requirements of each Reserve bank for the 
year 1952.
If the rate of earnings remains at the average for the 
past four years of 1.50 percent, average holdings could 
decline to $11,568,000,000 (about one-half of present 
holdings) and yet provide adequate earnings.
If the average rate of earnings should decline to 1 
percent, average holdings could decline to $17,362,000,00° 
and yet provide adequate earnings to cover expenses and 
dividends.

The proposed allocation formula would entirely eliminate the arrangement 
for adjusting the Open Market holdings of those Reserve banks which are unable to 
take additional Treasury bills because of low reserve ratios. As a part of the pro
posed formula, however, this arrangement could be continued, but reversed in its 
application so as to provide that securities with higher yields be allotted to the 
extent necessary to those banks whose estimated earnings are insufficient to cover 
expenses, dividends, and losses on securities. At the present time, it appears 
extremely unlikely that such a situation would develop under the proposed formula.
The point made here is that it is as logical to provide for special allocations to 
cover a low earnings position as it is to cover a low reserve position. The effect 
on earnings of each bank is about the same whether high-yield securities are allocated 
to certain banks or whether these same banks refrain from taking low-yield securities. 
It is also significant to note that the only Reserve banks which might require an 

adjustment in their holdings of high-yield securities are the same banks which nov 

have the lowest reserve ratios (Boston, St. Louis, Minneapolis, and Ballas).
Effect of proposed method with 
respect to surplus accounts

It has been shown that ownership of gold reserves, and also the factors of 

earnings, reserve ratios, and holdings of securities are all detctxmined largely lay 

whatever system is used for allocating securities, A fifth item is the surplus 

aocomts of the banks. I t is submitted in support of the proposed allooation fonral*
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that, so long as holdings of Government securities remain at a high level, these five 
important items should be related to the size of each Reserve bank, rather than to 
amount of each bank*s expense.3 and dividends.

Many factors have affected the surplus accumulations of the Reserve banks 
over the years, and the figures at the present time show little uniformity. The fol
lowing table shows the rank of each bank in terms of the relationship of surplus to 
capitrl and the total capital funds to deposits:

TABLE 5
Percentage

Percentage of Capital,
of Surplus Rank Surplus, and Rank
to Capital (Highest Reserves to (Highest
Paid in to Member Bank to

Lowe st) Deposits 1/2/52 Lowest)
Boston 263.3 1 5.87 2
New York 211.7 10 3.91 9
Philadelphia 247.5 6 7.20 1
Cleveland 225.1 9 5.29 3
Richmond 260.3 5 5.05 5
Atlanta 245.8 7 4.41 7
Chicago 262.1 3 4.01 8
St. Louis 260.4 4 4.77 6
Minneapolis 262.2 2 5.05 4
Kansas City 229.2 8 3.65 10
Dallas 170.0 12 3.58 12
San Francisco 188.6 11 3.62 11
System 227.5 4.34
Banks:
Above Average 8 7
Below Average 4 5

It will be observed th-,t New York = nd Zan Francisco are among the lowest 
banks in both columns above and that Chicago is among the lowest in the column showing 
oeroent of capital funds to member bank deposits, înce these three banks would 
receive additional holdings of securities under the proposed plan, and thus increased 
earnings, figures such as the above will help to answer possible objections by banks 
which will receive a smaller share of earnings unr.er the proposed plan.
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Under the proposed method of allocation, the nine banks which would receive 
reduced allotments of securities would, of course, have smaller amounts of earnings 
remaining for addition to surplus. That such additions will still be substantial is 
indicated in the following table which covers the year 1950s

TABLE 6 
(In thousands of dollars)

Amount which 
would have been 
transferred to 
surplus in 1950 
if proposed 

allocation formula 
had been used 

for both earnings 
and profits on sales

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

Amount 
transferred 
to surplus 
year 1950

1,4.68 
5,141 
1,505 
2,058 
1,387 
1,175 
3,316 
1,177 
674 

1,002 
979 

. l.i.9-67
21,84-9

968
6,193
1,302
1,731
1,127
i,oa
4,239
765
492
864
681

.JUAL

21,849

Increase or 
Decrease (-)

- 500 
1,052
- 203
- 327
-  260
- 134 

923
- 412
-  182 
-  138 
-  298

479

In examining surplus accumulations from the long-term view, • it would appear 
that the proposed allocation formula will be superior to the present one in adjusting 
the relationship between surplus and capital. At the present rate of surplus accumu
lation, and under the present allocation formula, the combined surplus accounts of the 
Reserve banks would equal 300 percent of paid-in capital in about six years, or by 
1957, assuming for this purpose that no changes take place in the capital accounts. 
However, while Boston, St. Louis, and Minneapolis would reach this figure in about two 
years, it would require eleven years for New York and ten years for San Francisco to 
accumulate surplus equal to 300 percent of capital. Under the proposed formula, the
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rate of surplus accumulation will be accelerated at New York and San Francisco and 

decelerated at Boston, St. Louis, and Minneapolis. (Vhile only five banks are used 
in this example, our study shows that, with only two exceptions— Chicago and Dallas—  
the rate of surplus accumulation under the proposed formula will be more e>uitable 
for all banks than the present formula.)

NOTE: In preparing the text and tables contained herein, use was made of information 
available at the time. Should the proposed formula be approved for formal 
presentation to a Presidents1 Conference or other committee, much of the 

material should be replaced by later information when available. Figures 
showing earnings and expenses of each Reserve bank will be available in the 
Federal Reserve Bulletin for February, while the amount of average deposits 
and note circulation could probably be obtained from the Board or the indi
vidual banks. Earnings on securities held in the System Open Market Account, 
as distinguished from total earnings on securities, would also be useful.

■a-###-*-*******-*-*
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COMMENTS ON MEMORANDUM FROM ME. LOWRY TO ME. E/RHART 
R E : PROPOSED R E V ISIO N  OF FORMULA FOR ALLOCATION OF S E C U R IT IE S  

___________________ HELD IN  SYSTEM OPEN MARKET ACCOUNT __________

T h e  s u b j e c t  m em orandum  contains a v e r y  t h o u g h t f u l  d i s 

c u s s i o n  of t h e  f a c t o r s  i n v o l v e d  i n  t h e  a l l o c a t i o n  p r o b le m  an d  

p r e s e n t s  a p la n  o f  a l l o c a t i o n  w h ic h  h a s  c o n s i d e r a b l e  m e r i t  f r o m  

s e v e r a l  p o i n t s  of v ie w .  T h i s  s u b j e c t  h a s  b e e n  r e v ie w e d  a n u m b er 

of t i m e s  o v e r  t h e  y e a r s  i n  an  e f f o r t  t o  f i n d  t h e  b e s t  p la n  t h a t  

w o u ld  r e s u l t  i n  an  e q u i t a b l e  d i s t r i b u t i o n  o f  e a r n i n g s  an d  r i s k  a n d , 

a t  t h e  sam e t i m e ,  b e  a s  s im p le  a s  p o s s i b l e  f r o m  a n  o p e r a t i n g  s t a n d 

p o i n t - .  G e n e r a l l y ,  t h e  p l a n s  s t u d i e d  w e re  d e s ig n e d  t o  a c c o m p l i s h  

som e s u g g e s t e d  o b j e c t i v e  s u c h  a s  ( a )  o b t a i n i n g  a b e t t e r  d i s t r i b u t i o n  

i n  s u r p l u s  a c c o u n t s  i n  r e l a t i o n  t o  c a p i t a l  a c c o u n t s ,  ( b )  e q u a l i z i n g  

t h e  r e s e r v e  r a t i o s  o f  a l l  t h e  R e s e r v e  B a n k s ,  o r  ( c )  p r o v i d i n g  a n  

a l l o t m e n t  b a s i s  w h ic h  w o u ld  a p p e a r  m o re  c o n d u c iv e  t o  e c o n o m ic a l  

F e s e r v e  B a n k  o p e r a t i o n s  t h a n  o n e  b a s e d  on e x p e n s e  an d  d iv i d e n d  r a t i o s .  

To d a t e  t h e  c u r r e n t  p l a n  o f  a l l o c a t i o n  h a s  a p p e a r e d  t o  b e  m o re  f a v o r 

a b l e  t o  m o s t  o f  t h e  B a n k s  a n d  l e s s  cu m b erso m e  t o  h a n d le  i n  t h e  d a i l y  

o p e r a t i o n  o f  t h e  S y s te m  A c c o u n t .  I t  i s ,  p e r h a p s ,  i m p o s s i b l e  t o  

d e v i s e  a p l a n  w h ic h  w i l l  m e e t  e v e r y  d e s i r e d  o b j e c t i v e  and  t h e  S y s te m  

c a n  o n l y  w e ig h  t h e  v a r i o u s  f a c t o r s ,  b o t h  t h e o r e t i c a l  and  p r a c t i c a l ,  

an d  d e c i d e  o n  t h e  m o s t  p r e f e r a b l e  c o u r s e * # ^  -

T h e  p r im a r y  o b j e c t i v e s  o f  t h e  p r o p o s e d  p l a n  a r e  s t a t e d  t o  

b e  " t o  d e v i s e  a  m e th o d  w h ic h  w o u ld  t e n d  t o  e q u a l i z e  t h e  r e s e r v e  

r a t i o s  o f  t h e  v a r i o u s  B a n k s  a n d  p r o v i d e  e a r n i n g s  f o r  e a c h  B a n k  w i t h o u t
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unreasonable surplus Accumulations.* The principle of distributing 
System earnings according to needs evidenced toy expenses and dividê dSj. 
which has been the basis of primary allotment over a long period of 
years, .takes a secondary place under the proposed plan* There its 
no doubt that under present conditions this plan vould tend to
equalize reserve ratios and also to provide adequate earnings for

Meach Bank* However^ there are several other matters to which 
may desire to give some consideration before proposing aceeptanee 
e£ this plan.

The objective of equalising reserve ratios seems to be 
based on the reasoning that it would wdispel any misconception that 
the presently high reserve ratios of some banks and the low ratios 
of others are due to economic conditions within a given district*"
If this idea were entirely misconception, there would be some reason 
to dispel it in this manner, although little attention is apparently 
paid by the public to the "ratios of the individual Reserve Banks.
It is, of course, true that the reserve ratios are affected by the 
allocation of the System Account and̂  therefore, do not accurately 
reflect the flow of funds between Reserve districts. Nevertheless, 
under present procedures the reserve ratios at times akd over a 
period, also reflect the flow of funds related to commercial and 
Government activities. So long as this element Is present to Hie 
point where a Bank’s reserve ratio decline? to the minimum ratio

*

maintained, there seems to be no compelling reason to try to equalize
ii

tha ratloe of all tfa* Saaks, Actually* reasons for not doing so 
hare baan aiTanead along tha following llnass
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We a r e  o p e r a t i n g  t w e l v e  s e p a r a t e  r e s e r v e  b a n k s  an d  
w h i l e  o b v i o u s l y  m any a d ju s t m e n t s  h a v e  t o  b e  m ade an d  a r e  
c u r r e n t l y  m ade t o  k e e p  t h e  r e s e r v e  r a t i o s  w i t h i n  a  p r e 
d e t e r m in e d  (m in im u m ) r a n g e ,  i t  i s  q u e s t i o n e d  w h e th e r  i t  
w o u ld  b e  w is e  t o  o p e r a t e  o n  t h e  b a s i s  o f  m a i n t a i n i n g  a  
f i x e d  i d e n t i c a l  r a t i o  f o r  a l l  t w e l v e  b a n k s .  I f  t h i s  i s  
a  d e s i r a b l e  p r o g r a m , t h e n  p e r h a p s  t h e r e  s h o u ld  b e  o n e  b a n k .
On t h e  w h o le ,  i t  i s  b e l i e v e d  b e t t e r  t o  l e t  t h e  r e s e r v e  
r a t i o  h a v e  som e s e m b la n c e  o f  f a l l i n g  a s  i t  m a y .

I n  s u p p o r t  o f  t h e  p r o p o s e d  p l a n ,  i t  i s  s t a t e d  t h a t  t h e  

p r e s e n t  s y s te m  o f  a l l o c a t i o n  d o e s  n o t  t a k e  i n t o  c o n s i d e r a t i o n  t h e  

a m o u n t o f  fu n d s  a v a i l a b l e  f o r  i n v e s t m e n t ,  e x c e p t  f o r  a d ju s t m e n t s  

i n  T r e a s u r y  b i l l  h o l d i n g s  o f  b a n k s  w i t h  lo w  r e s e r v e  r a t i o s ,  an d  t h a t  

r e g a r d l e s s  o f  t h e  a l l o c a t i o n  f o r m u la  u s e d ,  i t  i s  t h e  t o t a l  o f  n o t e  

an d  d e p o s i t  l i a b i l i t i e s  w h ic h  s u p p ly  t h e  fu n d s  u s e d  t o  a c c u m u l a t e  

g o ld  r e s e r v e s  a n d  i n v e s t m e n t s .  A c c o r d i n g l y ,  t h e  s u g g e s t e d  p l a n  

a d o p t s  a s  t h e  b a s i s  o f  a l l o c a t i o n  t h e  F e d e r a l  R e s e r v e  N o t e s  o u t 

s t a n d i n g  an d  m em ber b a n k  d e p o s i t s  a t  e a c h  B a n k .

T h e  l o g i c  a n d  e q u i t y  o f  t h i s  r e a s o n i n g  a p p e a r s  s o me^fa'grt  

q u e s t i o n a b l e .  When a p p l i e d  t o  a  B a n k  -w hich c r e a t e s  i t s  l i a b i l i t i e s  

t h r o u g h  m a k in g  i n v e s t m e n t s ,  i . e . ,  b u y in g  s e c u r i t i e s  o r  m a k in g  l o a n s ,  

i t  h a s  l i t t l e  m e a n in g  an d  c o u ld  p r o d u c e  u n d e s i r a b l e  r e s u l t s .  F o r  

e x a m p le ,  u n d e r  t h i s  t h e o r y  i f  a  p a r t i c u l a r  R e s e r v e  B a n k  s h o u ld  

m ake s i z a b l e  l o a n s ,  i t s  d e p o s i t  l i a b i l i t i e s  w ou ld  b e  s i m u l t a n e o u s l y  

an d  e q u a l l y  i n c r e a s e d  e n t i t l i n g  i t  t o  a  p r o p o r t i o n a t e l y  l a r g e r  s h a r e  

o f  t h e  S y s te m  A c c o u n t .  T h e  B a n k  w o u ld  a c t u a l l y  h a v e  n o  m o re  f r e e  

fu n d s  w h ic h  c o u ld  b e  i n v e s t e d  i n  t h e  S y s te m  A c c o u n t  t h a n  b e f o r e ,

s i n c e  t h e  l o a n  i n c r e a s e  w ou ld  o f f s e t  t h e  d e p o s i t  i n c r e a s e .  T h e r e  

se e m s  t o  b e  n o  r e a s o n  why a  B a n k  s h o u ld  a c q u i r e  a l a r g e r  p o r t i o n
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o f  t h e  S y s te m  A c c o u n t  j u s t  b e c a u s e  i t  h a s  m ade m o re  l o a n s  w h ic h ,  

o f  c o u r s e ,  a r e  a l s o  e a r n i n g  a s s e t s .  C a r r i e d  t o  t h e  e x t r e m e  i t  i s  

c o n c e i v a b l e  t h a t  a  B a n k  c o u ld  m ake s o  m any l o a n s  t h a t  i t  w o u ld  b e  

u n a b l e  t o  t a k e  a n y  f u r t h e r  s h a r e  o f  t h e  S y s te m  A c c o u n t  f o r  l a c k  

o f  g o ld  r e s e r v e s .  I t  i s  o b v io u s  a l s o  t h a t  i f  l o a n s  o r  i n v e s t m e n t s  

o t h e r  t h a n  G o v e rn m e n t s e c u r i t i e s  h e l d  i n  t h e  S y s te m  A c c o u n t  s h o u ld  

b e c o m e  a  m o re  i m p o r t a n t  f a c t o r  a t  a  p a r t i c u l a r  B a n k  u n d e r  t h e  p r o 

p o s e d  p l a n ,  i t s  r e s e r v e  r a t i o  w o u ld  te n d  aw ay f r o m  e q u a l i t y  w i t h  

o t h e r  B a n k s .  T h e  p r e s e n t  p l a n  m a k e s  som e a l l o w a n c e  f o r  t h i s  f a c t o r  

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

f o r  in c o m e  fr o m  s o u r c e s  o t h e r  t h a n  t h e  S y s te m  A c c o u n t .

T h e  i n v e s t a b l e  fu n d s  a s  r e p r e s e n t e d  b y  t h e  n o t e  an d  

d e p o s i t  l i a b i l i t i e s  a r e  a l s o  h e l d  t o  b e  a  f a i r e r  m e a s u r e  o f  t h e  

a b i l i t y  o f  e a c h  B a n k  t o  c a r r y  i t s  s h a r e  o f  t h e  m a r k e t  r i s k  i n  t h e  

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

o u t  t h a t  M i n n e a p o l i s ,  t h e  s m a l l e s t  R e s e r v e  B a n k ,  on J a n u a r y  1 ,  1 9 5 2 ,  

b o r e  t h e  m a r k e t  r i s k  on  s e c u r i t i e s  a m o u n tin g  t o  6 8 . 2  p e r  c e n t  o f
s^

i t s  i n v e s t i b l e  f u n d s ,  w h i l e  New Y o r k ,  t h e  l a r g e s t  B a n k , b o r e  r i s k  

o n  s e c u r i t i e s  e c u a l  t o  4 -1 *3  p e r  c e n t  o f  i t s  i n v e s t i b l e  f u n d s .  I t  

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

m a r k e t  r i s k  t o  a n y  o n e  B a n k  i s  r e l a t i v e l y  v e r y  s m a l l .  I t  i s  h a r d l y  

c o n c e i v a b l e  t h a t  a  s u f f i c i e n t l y  l a r g e  p o r t i o n  o f  t h e  S y s te m  A c c o u n t  

h o l d i n g s  w o u ld , o r  c o u l d ,  b e  s o l d  t o  p r o d u c e  l o s s e s  w h ic h  c o u ld  

n o t  b e  d e d u c te d  f r o m  c u r r e n t  e a r n i n g s  o r  r e s e r v e s .  M o r e o v e r ,  a s i d e  

f r o m  a n y  r e c o v e r y  i n  m a r k e t  p r i c e s  o v e r  a  p e r i o d  o f  t i m e ,  t h e
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d e p r e c i a t i o n  i n  m a r k e t  v a l u e s  o f  S y s te m  A c c o u n t  h o l d i n g s  d i m i n i s h e s  

a s  t h e  v a r i o u s  i s s u e s  m ove to w a r d  m a t u r i t y .

I t  i s  a l s o  s t a t e d  t h a t  t h e  a l l o c a t i o n  o f  s e c u r i t i e s  u n d e r  

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

fro m  t h e  s t a n d p o i n t  o f  t h e  a m o u n ts  w h ic h  a r e  t o  b e  a d d e d  t o  s u r p l u s  

e a c h  y e a r  a f t e r  t h e  9 0  p e r  c e n t  p a y m e n ts  t o  t h e  T r e a s u r y .  T he 

im m e d ia te  e f f e c t  w o u ld  b e  t o  i n c r e a s e  t h e  s u r p l u s  t r a n s f e r s  a t  t h e  

R e s e r v e  B a n k s  w h o se  s u r p l u s  i s  m o s t  o u t  o f  l i n e  w i t h  c a p i t a l ,  n a m e ly  

New Y o r k  an d  S a n  F r a n c i s c o .  T h e  l o n g e r  t e r m  e f f e c t s  w o u ld  b e  a 

t e n d e n c y  to w a r d  e q u a l i z i n g  t h e  r e l a t i o n s h i p s  b e t w e e n  s u r p l u s  an d  

c a p i t a l  am ong a l l  t h e  R e s e r v e  B a n k s .  As m e n t io n e d  e a r l i e r ,  t h i s  

o b j e c t i v e  d o e s  h a v e  m e r i t .  H o w e v e r , a r r i v i n g  a t  i t  t h r o u g h  t h e  

p r o p o s e d  p l a n  m ig h t  m e e t  w i t h  som e o p p o s i t i o n  f r o m  t h e  m a j o r i t y  o f  

t h e  B a n k s  w h ic h  w o u ld  l o s e  e a r n i n g  a s s e t s  t o  t h e  t h r e e  l a r g e s t  B a n k s .  

M o r e o v e r ,  t h e  sam e o b j e c t i v e  c o u ld  b e  a c h i e v e d  m o re  q u i c k l y  an d  p r o b a b l y  

w i t h  m o re  e q u i t y  b y  a d j u s t i n g  t h e  a m o u n ts  p a id  b y  e a c h  B a n k  t o  t h e  

T r e a s u r y  e a c h  y e a r .

W ith  r e s p e c t  t o  t h e  a d e q u a c y  o f  e a r n i n g s  t h e  p o i n t  i s  

r i g h t l y  m ade t h a t  f o r  t h e  f o r e s e e a b l e  f u t u r e  e a r n i n g s  s h o u ld  b e  

m o re  t h a n  a m p le  t o  c o v e r  e x p e n s e s  a n d  d iv i d e n d s  n o  m a t t e r  w h a t 

m e th o d  o f  a l l o c a t i o n  i s  u s e d .  T h e  f u r t h e r  com m ent i s  m ade t h a t  i f  

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

s t a n t i a l  l o s s e s  a r e  t a k e n  i n  t h e  S y s te m  A c c o u n t ,  t h e  p r o b le m  o f  

a d e q u a t e  e a r n i n g s  w o u ld  a r i s e  r e g a r d l e s s  o f  t h e  m e th o d  o f  a l l o c a 

t i o n  u s e d .  W h ile  t h i s  i s  p e r f e c t l y  t r u e ,  there w o u ld  a l s o  b e  the
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p r o b le m  o f  a l l o c a t i n g  t h e  r e m a i n in g  e a r n i n g s  e q u i t a b l y ;  t h i s  i s  

e x a c t l y  t h e  p r o b le m  t h a t  e x i s t e d  i n  t h e  e a r l i e r  d a y s  o f  t h e  S y s te m  

A c c o u n t .  U n d e r  t h e  p r o p o s e d  p l a n  t h e  s o l u t i o n  w ou ld  b e  t o  a l l o t  

s e c u r i t i e s  w i t h  h i g h e r  y i e l d s  t o  t h e  e x t e n t  n e c e s s a r y  t o  t h o s e  

B a n k s  w h o se  e s t i m a t e d  e a r n i n g s  a r e  i n s u f f i c i e n t  t o  c o v e r  e x p e n s e s ,  

d iv i d e n d s  an d  l o s s e s  on  s e c u r i t i e s .

T h e  a l l o c a t i o n  o f  s p e c i f i c  i s s u e s  t o  p r o d u c e  t h i s  

r e s u l t  w o u ld  c o m p l i c a t e  S y s te m  A c c o u n t  b o o k k e e p in g  t o  an  e x t e n t  

i n c o n s i s t e n t  w i t h  t h e  o b j e c t i v e  o f  s i m p l i f i c a t i o n .  T h e  f i r s t  

d i f f i c u l t y  w o u ld  b e  t o  a r r i v e  a t  t h e  am o u n t o f  s e c u r i t i e s  o f  

c e r t a i n  t y p e s  r e q u i r e d  t o  p r o d u c e  t h e  n e c e s s a r y  e a r n i n g s  f o r  p a r t i 

c u l a r  B a n k s .  T h e  s e c u r i t i e r s o  a l l o c a t e d  w o u ld  t h e n  h a v e  t o  b e  

c a r r i e d  i n  a  s e p a r a t e  a c c o u n t  f o r  e a c h  B a n k ,  w i t h  s e p a r a t e  a c c r u a l s ,  

e t c . ,  m u l t i p l y i n g  t h e  a c c o u n t i n g  w o r k . I f  a n y  o f  t h e  s p e c i a l l y  

a l l o c a t e d  s e c u r i t i e s  w e re  s o l d ,  t h e  e a r n i n g s  o f  t h e  B a n k s  i n v o l v e d  

c o u ld  o n l y  b e  m a i n t a i n e d  b y  r e a l l o c a t i n g  t h e  e n t i r e  a m o u n t. 

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

i n g  t h e  h i g h e s t  m a r k e t  r i s k  i n  t h e  B a n k s  h a v i n g  t h e  h i g h e s t  e x p e n s e s  

an d  d i v i d e n d s ,  i f  t h a t  p o i n t  h a s  a n y  s i g n i f i c a n c e .

T h e  a l t e r n a t i v e  t o  s u c h  s p e c i a l  a l l o c a t i o n s  o f  h i g h e r -  

y i e l d  s e c u r i t i e s  w hen S y s te m  e a r n i n g s  a r e  lo w  w o u ld  b e  t o  r e t u r n  

t o  t h e  e x p e n s e  a n d  d iv i d e n d  b a s i s  o f  a l l o c a t i o n ,  c l e a r l y  t h e  

b e s t  b a s i s  a t  s u c h  t i m e s .  T h i s  r a i s e s  t h e  q u e s t i o n  w h e t h e r ,  a s  

a  m a t t e r  o f  p o l i c y ,  t h e  p r e s e n t  m e th o d  o f  a l l o c a t i o n  s h o u ld  b e  

r e v i s e d  u n l e s s  i t  i s  c l e a r l y  d e s i r a b l e  f r o m  b o t h  a  s h o r t -  an d  l o n g 

t e r m  s t a n d p o i n t .  W h i le  t h e  p r e s e n t  p l a n  p r o v i d e s  t h a t  m inim um
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r e s e r v e  r a t i o s  b e  m a i n t a i n e d ,  g e n e r a l l y  s p e a k in g  t h e  g e n e r a l  

o b j e c t i v e  i n  r e c e n t  y e a r s  h a s  b e e n  t o  k e e p  t o  a  m inim um  t h e  

r e a l l o c a t i o n s  n e c e s s a r y  i n  t h e  S y s te m  A c c o u n t .  F r e q u e n t  r e 

a l l o c a t i o n s  g r e a t l y  i n c r e a s e  t h e  a c c o u n t i n g  w o rk  a n d  t h e  w e e k ly  

r e a l l o c a t i o n s  c o n t e m p la t e d  i n  t h e  s u g g e s t e d  p l a n  w o u ld  b e  

c u m b e rs o m e . O b v i o u s l y  t h e  o p p o s i t e  p r e m is e  c o u ld  b e  f o l l o w e d ,  b u t  

i t  w o u ld  se em  t o  b e  l a r g e l y  a  m a t t e r  o f  i n d i v i d u a l  p r e f e r e n c e  a s  w it h  

m any o t h e r  a n g l e s  o f  t h i s  e n t i r e  q u e s t i o n .

SSMsSAMsfd

A p r i l  2 ,  1 9 5 2
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The "Investable Funds" of the Federal Reserve Banks

The memorandum from Mr. Lowry of the Federal Reserve Bank of San 
Francisco, concerning a new proposal for allocating shares in the System*s 
portfolio among the Federal Reserve banks, introduces a conception of "investable 
funds" that deserves careful analysis. Insofar as this conception has a bearing 
upon the allocation of securities in the Federal Reserve Open Market Account 
emong the various Federal Reserve banks, the memorandum prepared by the Securities 
Department of this bank provides a thorough and comprehensive appraisal. But the 
use of the term "investable funds," and the concept underlying that use, has far 
wider ramifications in terms of Federal Reserve System operations, and in terms 
of some of the underlying principles of central banking. Consequently, a brief 
separate note on this broader aspect would seem to be in order.

Mr. Lowry conceives of the System1s investable funds as those made 
available to it through the volume of its outstanding note issue and the volume 
funds provided by member banks through deposits of their reserves in the Federal 
Reserve banks. This would seem, however, to be a reversal of the sequence of events. 
Member bank reserve balances on deposit at the Federal Reserve banks arise largely 
as a result of the funds made available by the Federal Reserve System. Similarly, 
the volume of Federal Reserve notes outstanding is a by-product of the total 
quantity of money that results from the expansion of member bank credit and deposits, 
based upon the reserve funds created by the action of the Federal Reserve banks.
While the decision rests with the public as to the proportion of the money supply it 
wishes to retain in currency form, the volume of currency outstanding is dependent 

upon the supply of reserve funds provided by the Federal Reserve banks. Thus the 
total quantity to which Mr. Lowry applies the term H inve stable funds” is, in fact, 
mainly the result of the monetary and credit policy actions of the Federal Reserve 

System. These "funds" are not in any meaningful sense, therefore, made available to
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the Federal Reserve banks by the public or by the member banks. The causal 

sequence runs the other way. Moreover, once the total volume of note issue and 

member bank reserve balances (in combination) has been determined at the initiative 

of the Federal Reserve System, the distribution of that total is determined by the 

interdistrict flow of funds. I t is this flow which in turn determines the specific 

reserve positions of individual member banks, and of the 12 individual Federal 

Reserve banks.

Thus, while the distribution of Federal Reserve notes and of deposits on 

the books of the Federal Reserve banks among Federal Reserve districts is the result 

of various forces operating in the economy, the total volume reflects actions taken 

by the System to provide an appropriate volume of money and credit for the economy. 

It would be unfortunate if  the security holdings and earnings of individual Reserve 

banks were to become linked directly with the volume of member bank reserve deposits 

and notes outstanding in the various Federal Reserve districts. The analogy would 

be uncomfortably close to the position mistakenly taken by many member banks that 

they actually provide funds which are used by the Federal Reserve banks in making 

System purchases of Government securities. It is necessary from time to time to 
make clear to the member banks that their reserve balances are instead largely a 

result of Federal Reserve purchases of Government securities (and other releases of 

Federal Reserve credit). It would became awkward indeed to stress this essential 

point in our relations with the member banks if  the Federal Reserve banks themselves 

followed a principle for the allocation of security holdings (and earnings) which 

seemed to accept the concept that "invest&ble funds" are provided to the Federal 

Reserve System by the member banks and by the public through its holding of Federal 

Reserve notes.

Robert V. Rosa 
April 7, 1952
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F e d e r a l  R e s e r v e  b a n k  

o f  n e w  Y o r k

N e w  Y o r k  4 8 , n . y .

J a n u a r y  - J ,

&

KlBC’ft m  F IL E S  SSC^O jtf

I !9S? " ' *
Lg.3.g,

f t . C a r p e n t e r  j, ■ ■
Secretary, .'Federal Open;Market 
C omit tee,.

Board, of Governors; of the 
. federal Hes@rire System," , ^ :!-r ;

■ W ash in g ton  25,■ D* C-* .
.: ;  "  ■' ; . . . .  ;; - ;■. f  ̂ ^

Dear Mr. 'Carpentert /.V'

I^am . e n c l o s i n g  .h e r e w i t h ,  a. c o p y  o f  t h e  ' c c ® p u t& -^ l ': ■, 

t i o n  show in g, .th #  c h a n g e s , m ade on  J a n u a r y '.2 ,  1 9 5 2 , ;  as., o f ..

■ J a n u a r y  1 ,  19$2 I n ; ; p a r t i c i p a t i o n s  ' i n  :th@ S y s te m  Open M a r k e t  ' 

A c c o u n t ,  p u r s u a n t  t o - t h e  p ro c e d u re .; a p p ro v e d  a t  t h e  m e e t in g  

of th<§ F e d e r a l  O pen M a r k e t  C o m m iti& e ' on  D e ce m b e r  9 ,

;A l^ o  ' i n c l o s e d :  i i e r e ^ i t h  i s ,  a  ..copy o f  t h e  J a n u a r y . ? ,  

1 9 5 2  t e l e g r a m  '.-which w a s / s e n t  t o - e a c h  o f  t h e  R e s e r v e  B a n k s , 

an d '.'a  ,c o p y  o f  . t h e  l e t t e r ' o f '  t r m n i i f t i t t a l  w h ic h ’ was',, s -e n t ,w ith  

c o p y  o f  t h e ;c o m p u t a t i o n .  \

? e r y  t r u l y  y o u r s *

//
R o b e r t  G. R o u s e , 
M a r a g e r ,  S y s te m  Open 
M a r k e t  A c c o u n t*

Eft c l o s u r e s  : ( 3 )
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MiSC. 14Q A
F E D E R A L  -RESERVE B A N K  O P  N E W  VORS

m em n\

January 3,1952.

Mr. Alfred H. Williams,
Federal Beeerre Shift of FMJU&deiflila*!»hii&d«&pliiaf Pennsylvania*

Dtar Mr* VllliufcH'

In wither telegram of Smm&rf.2# If52,
I «nclos* herewith cossputatloa of the readjustment® mad# m  

January 2, 1952, «§' of January lf 1952* in the pertielpatiotyi 
of the Federal Reserve Ban&s in. the System Open Market portfolio,

fery. tvttly yo&r##

Bobert ,G. Bornee, 
Kan*g«r, . 8y«t«a' H&rfcei A c c o u n t .

Enclosure
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rw»» II.' ;im — II»I mi 'tm/Py*#ItEC'o m  m r a  section | 
JAN £ <<(§;•

s m m s r r m  e m u a s m ft  
wmwm

<swa* to •«**•
I ED&RAL  R E S E R V E  B A N K  O F  N E W  Y O R K •tr.iutim'ry

im m m  a# i$ s t

r u a »  m m

of 0«*weaB*Bt %*X& i s  Mknusit 1#

b*£&g Af&ite M N r  *# of 1* m & m  Hkm tiur m&2*«fct£<a& #£
■ in n lU x  iffwwirt tqr. th* M n l  djHi t a t e t  8«wi%tee Itooifatatr  t*  1904  f t*
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REALLOCATION OF GOVEWMBNT SEClTrflTIES T» 5YSTKK GFEL hASKST ACCOUNT, JA&QA3Y 1, 1>52
| In tiiomsasas of dollars)

System Bostom New York Phila
delphia

Cleve Rich
land mond Atlanta Chicago St. pJLriieap-i Kansas

Louis { oliis 1 City Belle* San
Francieco

A ̂ sSnati d expenses and 
^  d&ridei ds, 1952;

H  Sag eases 12^,965
2, ply Ldends 14,183 
. Toifil expenses and dividends ± 3 9,168 

earning^ 1952, other 
than on Systea Account
securities . 5*30*
A-3” minus "B* 1B>8&4C.

D. Batios (per cent) based on ”0” 100,0

6,436- 25,955 7,544 '12,146 8,462 7,404 19,387 7,05G 4,Ol6 6,266 5,721 12,59®
779 ^,526 1,006 1,350 622 583 1,812 501 322 •533 641 1,506

9,215 30,483 8,5.50,;̂ 13,496: 9,084 7,9^7 21,199 7,551 4,138 6,799 6,368 14,104

140 1,666 330 ISO 138 117 521 201 ai 361 36 1,563
9*075 28,817 ■8,220' 13,346 ■6, 946 7,870 20,678 7,350 6,438 6,326 1^541

6.7793 21.5271 6#l4o6 9.9696 6*6629 5.8791 15.4470 5,4906 3-3Jca 4.6093 4*7257 £•3685

I. Allocation of. In teres t-Bearing Securities-.

B» Allocation of interest-bearing
securities ob basis of "Dv '23,136,798

F, Present allocations
G. Change in allocations

1,566,513 4,980,662 1,1*20,738 2,306,6y2 1,546,209 1,360,236 3,573,9*1 
23j136,796 1,640,736 5,174,608 1,i»55,767 2,161,206 1,536,435 1,246,4.39 3,14-51,541 

-72,223 -193,926 -35,029 +145,484 +7,774 +111,797 +122,W)0

1,270,349 735,773 
1,261,395 73̂ ,501 

+6,95-4 *1,272
1,112,71B 1,093,376 8,167,571 
1,089,373 1,107,142 2,273,653 
+23,345 -.14766- -106,082

1I> -Allocation | of. Treasury .Bills

fi:, Allocation of Treasury bills 
on basis of "D"

4,.. .present allocations 
.J* Change in allocations

K. Total allocation of System 
L* Present allocations- 

Charge in allocations

■467,860
*67,660

31,718

+31,718

100,717
137,177-36,460

26,729
29,438'
-709

4t>,645
43,703
+2,942.

31,267 27,506 
31,110 25,2^5 

+2,26-i
72,270 
70, ̂34 
+1,636

2^,6b8 14,678 22,501 22,110 
25,507 14,652 22,029 2 2,386+l£l +26 *472 -278

43*631
45,977„~a,i46

111. 'l‘o:tal Allocation of System Account Securities
23,604,6,6 1,60c,231. 5,061,399 1,4- ,+€7 2,333,337 1,577**76 1, 367,742 3,&t6,SU 1,896,037 750,6511,135,219 W«,W6' 2,211, *S>
23,604,656 1,64c, 736 5,211,765 1,4,;,2 0 5 2,204,911 1,569,545 1,273,651* 3,521,.975 l,2cc,>0£ 7*9,353 1,111,402 1,129,530 2,319,630

-40,505 -230,386 •38 +146,̂ 26 +7,931 +114,C +124,236 +9,135 ' +1,296 +23,817 -14,044 -108,226

,r  ̂ 1
i> £C L A S S JFIE D  

Authority J E J L  _ L Q 5 0 L
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TELEGRAM
BOARD OF GOVERNORS

O F  THE

FEDERAL RESERVE SYSTEM
LEASED W IRE SERV IC E

WASHINGTON

January 2# 1952.

Rousa * !(•« fork

this ulll oonfirm understanding in talap&ma oonirarsfction tlafc 
adjustmants of partied pat ions in Systa* Aooount at of January 1, 
1952# will bo as follows, in thousands of dollars*

Interast-baaring Traasury
saourltias bill* Total

Boston -72#223 ♦31.718 -1*0.505
Saw fork -193*926 -56,1*60 *250.386
Philadelphia *35,0*9 •709 -55.758
C3* reland ♦11*5,1*31* *2,9k2 ♦U4B ,1*26

Richmond *1,1% *157 ♦7,931
Atlanta ♦111,797 4-8,261 ♦111* ,058

Chieago ♦122,1*00 ♦1,856 ♦12U .236

St. Louis ♦e.951* ♦181 ♦9,135
Minneapolis ♦1,272 ♦26 ♦1.298
Kansas Citgr ♦1*72 ♦83,817
Dallas -15,766 -a 18 -H*,ol4i

San Franeisoo -106,088 -2,1146 -108,228

MD t cmc

Laonard,
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Mr* Robert 0* Rouee, 11m  Preeideat,
Federal Roeerve Bank of How York,
Hew York l$t Btv tMk«

Sew Mr* Monte«
There la eneloeed a etatemeat showing adjustment* 

to b# mede la allooation* of Government aoourltie* ia tho 
System Open Market Aooount aa ©f January 1# 1952, prepared 
in aooordane« with tfie proeeduro eppwrtmd *y tho Sytteai 
Opon Market Ooaaittee Seeember 9# 19^7* Th* figure* thorn 
have been <tt#euii*ed owr the telephone by ropreoont&tive* 
of your of flee «ad of tliii of floe*

Ifcry truly your*,

1* F* Leonard, Mreetor*
Mvttlea of Bank Operation**

Inoloeure
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1

fwssesi
BXAUuQCAfios or Gommmm mcmvsim m srsmt omm hasrm account, jahuahy i ,  1952

(In thousands of dollars)
Jps f! j Jfeila- Cleve Rich St. Minneap KjRT>«iaff I Sanif■t/i li System I Boston Mev York j u m l land mond Atlanta Chicago Louis olis City I Francisco

expenses and 
teds, 1952:

iS ,124,965 8,^36
Lvidends 14*183* 779

L expenses and diridendsl39,168 9,215 
earning  ̂1952,  other 

than on System Account
s e c u ritie s  5,304 ibQ

C. ”A-3m minus *B” 133,864 9,075
D. Ratioa (per cent} based on "C" 100.0 6.7793

1 . A llo c a tio n  o f  in te re s t-b e a rin g
s e c u ritie s  on ba sis  o f  *8? 23 , 13 6 ,79 8  /1 , 56 8 ,513

F . Present a llo c a tio n s
G. Change in  a llo c a tio n s

25*955
4,528

30,483

.1*666 
28,817

21*5271

I# A llo c a tio n  o f  In te re s t-B e a rin g  S e c u r it ies

7*544 12*146 8*462 7*4o4 19,387 7,050 4*016 6*266 5,721 12*598
1,0 0 6 1,350 622 583 1*8 12 501 322 533 641 1,5 0 6
8*550 13,496 9*084 7,987 21*199 7,551 4*338 6*799 6 ,36 2 14*104

330 150 138 117 521 201 8 1 361 36 1,563
8,220 13,3*6 8*946 7,8 70 20*678 7,350 4*257 6*438 6*326 12*541

6 ,l4 o 6 9*9698 6.6829 5.8791 15.4470 5.4906 3 .18 0 1 4.8093 4,7257 9.3683

23,136,798 1 , 6*0 ,73 6
-72 ,223

4 , 960,682 1 ,420,738 2 , 306,692  1 ,5*6,209 1,360,236 3,573,9*1 1,270,3*9 735,773 1*0 2 ,7 18  1^ 58,376  2,167,571 
5 , 174 ,6 0 8  1 , 4 5 5 ,7 6 7  2 , 16 1,2 0 8  1,536,435 1,248,439 3 , 4 5 1 , 5 * 1  1,261,395 73 4 ,50 1  1,089,373 3, 10^ 1*2  2,273,653 

- 19 3 ,9 2 6  -35 ,029  ♦145,484 +7 ,7 7 4  +111,797 +122,400 +8 ,954  +1,272 -£3,345 - 1J 766 - 106,082

XI. Allocation of Treoeury Blll»

E . A llo c a tio n  o f  Treasury b i l l s  
on basis o f  “S” 

present a llo c a tio n s  
<#• Change in  a llo c a tio n s

K . f o t a l  a llo c a tio n  o f System 
L , Present a llo c a tio n s  
M. Charge in  a llo c a tio n s

467.860 3 1 ,7 1 8
1467.860

—  * +31,718

100*717 28,729 46*645 31*267  27,50 6 
137,177 29,438 43,703 31,110 25,245 
- 36,460  -70 9  +2 , 9*2  +157 +2 ,2 6 1

72 ,2 70  25,68 8  14,878 2 2 ,5 0 1  2 2 ,110  43,831 
70,434 25,507 14,852 2 2 , 02y  2 ^ 38 8  *5,977 
+1,8 3 6  +181 +26 +472 -276  -2 ,146

III. Total Allocation of System Account Securities

23 , 604, 658' 1 , 60 0 ,231 5,061,399 1 , 449,467 2 ,353,337 1,577,*76 1 , 387, 7*2  3, 6*6 ,2 1 1  1 , 296,037 75 0 ,6 5 1  1,035^19 1^ .15,486  2 , 2 11 ,* 0 2  
2 3 ,60* ,658 -1 ,640,736 5,311,785 1,485,205 2 , 2 0 4 ,9 11  1 , 569,545  1 , 273,684  3,521,975 1 , 286,902  7*9,353 1,1IJ,*02 1^29,530 2 , 319,630

—  - 40 ,50 5  - 230,386  - 3 5,758  +148,426  +7 ,9 3 1  +114 ,0 5 8  +12 4 ,2 3 6  +9,135 +1,2 9 8  +£3,817  -1 4 ,0 4 4  - 10 8,228

v ( ; '• , .. 
DECLASSIFIED 

Authority j. Q . 1 P50(

Reproduced 
from 

the 
Unclassified I Declassified 

Holdings 
of the 

National Archives
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TELEGRAM
BOARD OF GOVERNORS ! EEC’li IH FILES SECTION i

o f  t h e  ) i y

FEDERAL RESERVE SYSTEM
LEASED W IRE SW V IC K

WASHINGTON fr?

Moveaaber 1, 1951
Black - Chicago

CjAju RtV*" a-'
Airmail report on note and deposit liability, gold certificate reserves, 
and reserve ratio each Reserve Bank on October 31 a is directed. Figures 
shown below i

lots and 
deposit 
liabilities

Gold
certificate
reserves

Reserve 
ratio 

(per cent)
(Aisoents in thousands of dollars)

Boston 2,386,857 722,8l»2 30.3
lev fork 11,858,2X1 6,530,908 55.1
Philadelphia 2,682,383 1,199,661b Ut.7
Cleveland 3,805,815 1,575,876 hi J»
Biehsoad 2,661,066 1,036,285 38.9
Atlanta 2,261,326 950,006 I|2.0
Chicago 7,920,8it7 k,23M76 53.5
St. Louis 1,932,125 613,216 31.7
j^nrynpoTli 1,115,789 353,198 31.7
Kansas Citgr 1,930,858 763,963 39.6
Dallas 1,699,U92 566,252 33.3
San Francisco it,918,61b 2,1*57,555 50.0
System kS, 173,383 21,003,9kl b6.5

F
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11/1
Files -

The a i r m a i l  r e p o r t* 1 r e f e r r e d  to  i s  th e  one 
m en tio n ed  in  o u r l e t t e r  o f  July 3 *  1 9 5 l>  t o  Mr. B la c k  
It i s  s e n t  on ou r F o m  B -2 5 3  and no c o p ie s  a r e  k e p t  
i n  F i l e s  b e c a u s e  th e  f i g u r e s  a r e  j u s t  c o p ie d  frcm  
th e  d a i l y  co n d en sed  s t a t e m e n t .

D.Werner
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Based on actusl earnings, expenses3and 
dividends of the Federal Reserve Banks during the 
first half of 1951# a review has be«i made of 
allocations of securities held in the System 
Open Market Account* We concluded fro* this 
review that a reallocation of securities was not 
called for at this time. This conclusion was 
mentioned In a discussion with Mr. R. H. Behrens 
of the Securities Department at the Hew Tork Bank. 
Mr. Behrens said that he had made sons ealeulations 
on ths basis of Januaiy through May figures, and 
he, too, agreed that i t  did not appear a reallocation 
was necessary.

Files

M. B. Baniels
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F e d k h a l  R e s e r v e  B a n k  o f  C i i i c a g

C H I C A G O  9 0  J u l y  23 , 1951

Mr. R. F. Leonard, Director 
Division of Bank Operations 
Board of Governors of the 
Federal Reserve System 
Washington 25, D#C#
Dear Mr. Leonard:

As indicated in your letter_of Jul̂ r 3, 1951 
we have received the statement of note and deposit 
liabilities, gold certificate reserves, and reserve 
ratios of each Federal Reserve Bank as of the close 
of business each Tuesday and end of month. We wish 
to thank you for arranging to have them sent to us#

The past two weeks the statements have arrived 
on Friday morning. Receiving them a day sooner 
would make it possible for us to compute the new 
reserve adjustments for allocation of the open 
market participations in time to maintain our re
gular flow of work without interruption.

We would appreciate it if you will arrange to 
have the statements sent by Air Mail instead of 
regular mail as that should insure delivery to us 
a day sooner#

Very truly yours,

Allan M. Black, Vice President

Digitized for FRASER 
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/ REC IN FILES SECTION

JU L 5  195
3 S 5 ,  S ' f ii

July 3, 1951

Allan M* Slack* flm fraaMant*
Federal Reaer-re Bank of Chicago,
Chicago 0̂, Illtnoia.

Dear Mr. mmki

Referring to your letter of June 29»/thare la 
encloaed a atat«*aent giving noie and depoait liabilitiaa, 
gold certificate raaarvaa, «3d raaarv* ratio# of aach ' 
Federal Reserve Bank as of July 2. Hereafter, wa a hall 
wall a aijtilar atatcoent aach w eek and at tha and of eath 
*onthfon the aaeu*ptIon that you wish to 'hart tha aana 
figuraa aupplied by ua to tha Federal Raaarra Bank of 
H*# Tork ovar tha telephone In connection with tha weakly 
and aonth-end adjuat»enta in participation# in tha Systam 
Opan Market Account.

If thaaa raporta do not reach you in tiae by- 
mail, wa a hall be glad to wira than.

Vary trmljr youra,

R. y. L*onerd, Streetor, 
Diviaion of Bank Operation**
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Reproduced from the Unclassified I Declassified Holdings o f the National Archives

n* -

federal 1m m  Hot* and Deposit Liabilities, Geld Certificate 
Reserves, and tail# of Hold Certificate Reserves to Note and 

Deposit Liabilities of the federal Keeerve Banks
M y  It 1951

(Amounts In thousands of dollar#)

Federal
BeswFFe
3BNH3̂c

Vote and 
deposit 

liabilities
Sold

e ® r t i f l e » t »
x«Mrrw

R**«rr«
ratio  

(par o«nt)
Beeton ft,332,ii21. 1716,U7 30.7

Mew tork 12.l87.ii77 6,802,239 55.8

Philadelphia 2,629,038 1,171,262 10*.6

Cleveland 3,632,527 1.1M.931 39.8

2,1*33,71*7 852,k33 35.0

Atlanta 2,177,592 871,601* 1*0.0

Chicago 7,820,237 li, 230,695 51* .1

St. Louie 1,805,298 537,552 29.8

M\ nniiapftl <■ 1,068,207 331,2U 31.0

Kansas City 1,852,297 703,290 38.0

1,578,815 1*91,2S5 31.1

San Francisco 1*. 711, 211 2,359,687 50.1

Systeei #*,228,867 |20,51i»,276 lt6.it

1113/dir
_

BOARD OF OOVBRNOBS 
OT THE FEDI8AL RESERVE STSTE1I 
DIVISION OT BAM GFEEATIGHS 

r ^ r r # #r# 5 1

IE
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F e d e r a l  R e s e r v e  B a n k  o f  C h i c .
CHICAGO 9 0

June 2 9 ,  1 9 5 1

M r. E . F .  L e o n a rd , D i r e c t o r  
D iv is io n  o f  Bank O p e ra tio n s
B o ard  o f  G overn ors o f  th e  F e d e r a l  R e se rv e  System  
W ashington 2 5 ,  D. G.

D ear F ir . L e o n a rd :

m a in ta in in g  d u p l ic a te  r e c o r d s ,  in  t h i s  o f f i c e ,  o f  Open 
M ark et t r a n s a c t i o n s .  In  o r d e r  t h a t  t h i s  work may be 
k e p t up to  d a t e ,  we n eed  th e  f o llo w in g  in f o r m a tio n  
n o t  l a t e r  th a n  T h ursday m orning o f  e a c h  w eek:

N ote and D e p o s it  L i a b i l i t y ,  R e s e r v e s , and R e se rv e  
P e r c e n ta g e s  o f  e a ch  F e d e r a l  R e se rv e  Bank a s  a t  c l o s e  
o f  b u s in e s s  e a c h  T u esd ay .

The r e s e r v e , r a t i o s  r e q u e s t e d in  my 
w i r a  t o  M r. % r i c k  a r e  u s e d  in  c o n n e c tio n  w ith

TJ OT*TT +  -r»n 1 T7- T/WnV»C3

A lla n  M. B la c k
V ice  P r e s i d e n t
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TELEGRAM
BOARD OF GOVERNORSor THE

FEDERAL RESERVE SYSTEM
LEASED WIRE SERVICE

WASHINGTON

June 28, 1951

Black - Chicago

Reurtel today, reserve ratios aa of Tuesday, 

June 26, for each Federal Reserve Bank ares
k 30.2 6 5h.9

B 56.2 M 31.9

G 1*5.0 I 30.9

D 3 9 .8 J 36.0

I 35.0 K 31.8

F 39.5 L 50.1

Total 1*6.7

Will the ratios requested be in addition to our wire 

to Jones each Thursday giving reserve percentages as of 
Wednesday?

&r 'U IN FIL E S  SECTION

m s
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i’ELLGf
LEAS £[) 

RECEIVED
e SERVICE 
WASHINGTON

1951 m  28 JLBL47.

UBC’D  IN  F IL E S  S fe C flO N

§ ids; '

B0AL:ij iV jOvEIRNORS OF THEFEDERAL RESERVE SYSTEM
WA18G63BD WASH GX10 CGO 28-933 
MYRICK

WILL YOU PLEASE WIRE RESERVE PERCENTAGES OF EACH FEDERAL RESERVE 
BANK AS AT CLOSE OF BUSINESS TUESADY, JUNE26. I WILL APPRECIATE 
RECEIVE ING THIS SAME INFORMATION AT CLOSE OF BUSINESS EACH TEX* 
TUESDAY, EITHER BY MAIL OR WIRE, SO AS TO REACH OUR OFFICE NOT 
LATER THAN THURSDAY MORNING OF EACH WBSKgXXX WEEK.

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

o f N e w  Y o r k

Mr. Robert F. Leonard, Director, 
Division of Bank Operations, 
Board of Governors of the 

Federal Reserve System, 
Washington 25, D.C.

N e w  York 45, N. Y.
~2Q.», 19 51 .

REC’I) IN'i'JULtES SECTXONj
ll MAY 8 1 9 5 1 p

&***+■.%***'

Dear Bob:
I thought you might be interested in the attached 

memorandum which I received from our General Auditor and my 
reply thereto with respect to weekly adjustments in partici
pations in System Open Market Account.

Very truly youxs,

Robert G. Rouse, 
Manager, System Open 
Market Account

Attachments

Digitized for FRASER 
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MISC. 3 .3— S 5 M — 9-50

O F F IC E  C O R R E S P O N D E N C E
C O P T

TO.

FROM.

DATE.

FEDERAL RESERVE BANK 

OF NEW YORK

April 17, 1951

Mr. Bowman SUBJECT:.
Weekly Adjustments in Participa-

E. G. Rouse tionsin System Open Account
& liNrMigg-SECTION tl

M  !S V 8 '35

In your msaorandum to me dated April 12, 1951 you asked the 
following two questions:

1 * Whether there is any authority for making the 
adjustment in terns of interest-bearing notes 
and bonds rather than solely in bills, inasmuch 
as only bills are specified by the Federal Open 
Market Committee*

2 Assuming there is such authority, whether such 
adjustment in securities other than bills should 
not be made in notes to the extent possible, rather 
than also in bonds in order to afford the bank 
involved in the adjustment the greatest possible 
retention of earnings arising out of its partici
pation in the System Open Market Account.

The present plan for allocating United States Government securities 
in the System Open Market Account was approved by the Federal Open Market 
Committee, among other reasons, to simplify the accounting work by confining 
participations in the Account to two groups of securities, i. e., Treasury 
bills and interest-bearing securities.

While not specifically stated in the final form of plan, it was 
contemplated that the Banks would utilize Treasury bills for adjusting reserve 
positions before selling a participation in interest-bearing securities held 
in the Account. It was also contemplated that if a Bank’s participation 
in Treasury bills was insufficient, the adjustment would be made in its total 
participation of interest-bearing securities rather than in ary specific class 
of securities, such as Certificates of Indebtedness, Notes or Bonds. One of 
the principal objectives in the formulation of the new plan was to avoid 
having to deal with too many different sets of ratios* And it was understood 
that the procedure adopted and currently in use would reduce the number of 
different sets of ratios used for (l) the allocation of earnings on Certificates 
of Indebtedness, Notes and Bonds, and (2) the distribution of profit and loss 
on those issues.

The Federal Open Market Committee is advised of all adjustments 
made in the participations of the Federal Reserve Banks in the System Open 
Market Acoount and, therefore, is aware of the adjustment to which you refer in 
interest-bearing securities for the Federal Reserve Bank of Boston. However, 
it was that particular adjustment and the reduction during the past year in
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MISC. 3 .3— 5 5 M — 9-50
FEDERAL RESERVE BANK 

OF NEW YORK

O F F IC E  C O R R E S P O N D E N C E

DATE.
April 17, 1951

Mr. Bowman
TO.

FROM.

SUBJECT:-
Weekly adjustments in Participation

R. G. Rouse in System Open Market Account

-2-

the average reserve ratio for the System that prompted us to recommend 
to the Federal Open Market Committee the maintenance of a minimum reserve 
ratio of 30 per cent instead of 35 per cent for the Federal Reserve Banks, 
through adjustments in participations in the System Open Market Account. 
At a meeting on March 8, 1951 the Federal Open Market Committee approved 
such a reduction in the minimum reserve ratios of the Federal Reserve 
Basks.

cc: to Messrs. Marsh, Behrens Johnson

SAMsfd
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MISC. 3 .3— 5S M — 9-50 COPY FEDERAL RESERy£-.BANK-

O F F I C E  C O R R E S P O N D E N C E  1  8 195]

Aorll 12. 1951 ___ —

Mr. Rouse filIBJECT. Weekly Adjustments in Participa
tion in System Open Market Account 

f r o m__C. R . Bowman_______________ ___________________________________________

I should like to raise two questions with respect 
to the weekly adjustment of participations by the respective 

Reserve Banks in the securities held in the System Open Market 
Account, which are made in order to raise reserve ratios of 

any Banks that are below the 35 per cent level and to restore 
full participation of any Bank in the account to which it is 
entitled when its participation has previously been reduced 
because of a low reserve ratio. I understand such adjustments 

are carried on pursuant to action taken by the Federal Open 
Market Committee on December 9, 194V. The procedure established 
by the committee appears to have been based entirely on the 
approach of making these weekly adjustments in the respective 
Bank’s participation of Treasury bills.

My auditors have referred to me an adjustment which 
was made on Wednesday, February 21. This adjustment involved 
the participation of the Federal Reserve Bank of Boston, and the 
situation was such, I understand, that in order to raise that 
bankfs reserve ratio to 35 per cent it was necessary to reduce 
its participation in the account by the amount of $2,450,000 • _ 
beyond all of its share in Treasury bills. Consequently,
Boston’s participation in interest bearing securities (both notes 
and bonds) was reduced by this amount.

The first question I wish to raise is whether there is ? 
any authority for making the adjustment in terms of interest
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FEDERAL RESERVE BANK 

OF NEW YORK

DATE______________________-

SUBJECT:_________________________________________

FROM____ ____________________________________ ______________________________________ __________________

-  2 -

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

a s  o n l y  b i l l s  a r e  s p e c i f i e d  b y  t h e  F e d e r a l  O pen M a r k e t  C o m m i t t e e .

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

w h e t h e r  s u c h  a d j u s t m e n t s ,  i n  s e c u r i t i e s  o t h e r  t h a n  b i l l s ,  s h o u l d  

n o t  b e  m a d e  i n  n o t e s ,  t o  t h e  e x t e n t  p o s s i b l e ,  r a t h e r  t h a n  a l s o  

i n  b o n d s ;  i n  o r d e r  t o  a f f o r d  t h e  b a n k  i n v o l v e d  i n  t h e  a d j u s t m e n t  

t h e  g r e a t e s t  p o s s i b l e  r e t e n t i o n  o f  e a r n i n g s  a r i s i n g  o u t  o f  i t s  

p a r t i c i p a t i o n  i n  t h e  S y s t e m  O p e n  M a r k e t  A c c o u n t .  I t  s e e m s  

r e a s o n a b l e  t o  i n f e r  t h a t  t h e  F e d e r a l  O p en  M a r k e t  C o m m i t t e e  m a y  

h a v e  h a d  t h e  m a t t e r  o f  e a r n i n g s  i n  m in d  w h en  i t  s p e c i f i e d  

T r e a s u r y  b i l l s  a s  t h e  m e d iu m  f o r  m a k in g  a d j u s t m e n t s .  I  

r e c o g n i z e ,  o f  c o u r s e ,  t h a t  s u c h  a n  a p p r o a c h  m i g h t  r e q u i r e  

so m e  c h a n g e s  i n  a c c o u n t i n g ,  i n c l u d i n g  a  f u r t h e r  s e g r e g a t i o n  

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

t i e s .  I  a l s o  r e c o g n i z e  t h a t  a t  t h e  m o m e n t s u c h  a  r e f i n e m e n t  

i n  a d j u s t i n g  p a r t i c i p a t i o n s  w o u ld  r e s u l t  i n  o n l y  v e r y  n o m i n a l  

c h a n g e s  i n  a l l o c a t i o n  o f  e a r n i n g s .

MISC. 3 .3— S 5 M — 9-50

O F F IC E  C O R R E S P O N D E N C E

T O .

/ s /  CRB
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t o  th e  R e s e rv e  Banks a  co p y  o f  th e  co m p u ta tio n  show ing th e  a d ju s tm e n ts  

made i n  p a r t i c i p a t i o n s  i n  S y stem  Open M ark et A cco u n t on J a n u a r y  2 ,  1 9 5 1 *  

a s  o f  J a n u a r y  1 ,  1951>  p u rs u a n t t o  th e  p ro c e d u re  ap p roved  a t  th e  m e e tin g  

o f  th e  F e d e r a l  Open M ark et C om m ittee on D ecem ber 9 ,  1 9 4 7 .

E n c lo s e d  h e re w ith  i s  a  cop y  o f  th e  l e t t e r  o f  t r a n s m i t t a l ,  t o 

g e t h e r  w ith  t h r e e  c o p ie s  o f  th e  c o m p u ta tio n , a l s o  co p y  o f  te le g r a m  w hich  

was s e n t  t o  e a c h  o f  t h e  F e d e r a l  R e s e rv e  Banks on J a n u a r y  2 ,  1 9 5 1 .

M r. J *  E .  H o r b e t t ,  A s s t .  D i r e c t o r ,  
D iv is io n  o f  Bank O p e r a t io n s ,
B o ard  o f  G o v e rn o rs  o f  th e  

F e d e r a l  R e s e rv e  S y ste m , 
W ash in g to n  25, D. C .

FEDERAL RESERVE BANK

o f  Ne w  Yo r k

J a n u a r y  3> 1 9 5 1

D ea r M r. H o r b e t t j

We r e c e i v e d  y o u r  l e t t e r  o f  Ja n u a r y . 2 . fand h av e  to d a y  s e n t  /V *'A*

M an ag er, S ystem  Open M ark et A cco u n t

Enclosures (5)
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M I S C .  \ 4 0 A - 8 0 M ~ 3 - 4 8

F e d e r a l  R e s e r v e  B a n k  o f  n e w  Y o r |ciU\;

January 3, 1951

Mr. ia m p h  Am Irioksoa, President 
Federal Reserve Sauk of Boston 
Boston, Massachusetts
Do&r Hr. Erickson*

I n  a c c o r d a n c e  v i t h  o u r  te le g i& m  o f  J a n u a r y  2 ,  1951#  I

u n ice s©  h e re w ith  c < » p u ta tio in ^ » f ,,̂ bii 5 justaaaants made on

January 2,  1 9 5 1 ,  a s  o f  jpw a^aW  1 ,  l k ,  i ^ t h e  p a r t i c i p a t i o n #  o f

th e  Federal R e s e rv e  Banks in tfcX ii mieta Open M a rk e t p o r t f o l i o *

I j yours,

Robert G. House, 
Manager, System Open 
Market Aooount*

mm
Enclosure
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M  I 5 C . t 4 0 - B — 2 0 M — 6 - 4 6

s m i m r t m  m cp M m m r
» i i i S

CW M E TO *S M *
& l£ li,

nmrtr'$'si$n

a i c m p  m m t

Raadjuataent of partieipatio&s in adTrerwEeat securities held is $y*iata Account 1» 

being %*de tad&y mt of J«»u*ry i, If 51 mader tha pweedura for r*&ll*efttlo& of Gtoirermei&t 

a#<mriti@is approved %o? the Fc*der«a 9p*a Hwrfcat CocflKitte* I>ee«fcNsr 9f 194-7# Tb# crej)4itfttl&&* 

ahrotag edjuataents i«d« ia participations of the aeter&l Fader&l Sefierv# tasks will be 

mailed to all K#sertr# B&itks aa 3# 1951* The#* eattpiitrtion* indicate. &**
m c m s i
dKCKEA2£ of | in your participation in iatere*t»toe*riJ*g obligations* &rM aa
t m m m
8$GM>,m o f $ in  your p«rtielj»ation in $***aurr Bill® , naltlaK & net
WCMEA.SK
ttSCBfiAJS& o f  | i n  y o u r  t o t a l  | > & rticip & ilon  i n  tfen Systasa A cco u n t*  T o u r bank

w i l l  r e c e i v e  t h i s  a f te r n o o n  ttse  tunuU «ad «d  v i r *  shQfi4»|[ tfcn d e t a i l s  e n t r l * *  to be made 

*k>d«y, ms o f  J a n u a r y  l t  1 9 5 1 *  .... ^

ai TOTAL
mCJUSOIt* BOSTOB isemsE m  S k a ,o o o snsrausK S 612,000 IKCr j E » 3>>,108,f<00

v m im s , m u m u DEeSfftSM 69,760*000 BECtekE 4,454,000 ascmsot 74, £14,000
GIOWST, Ci£fEUW> XBC8KASI \ 1 3 ,9 0 9 ,6 ^ '4WEBZAS* 888,000 ISCB2A3S 14,797,000
L1ACH, KICHSOSD ISCMASS lacmsx 2,347,000 IfiCai’J.JE 39,107,000
MoUIOS, *1U B I xxckaai 7, m s *ooo tHomss 491,000 3001 j £ 8,166,000

sxwira, ohxcjoo s a m i s t 4S,565,000 SSCREAUK 3,101,000 m c u  e 51,666,000

DAVI. , ST. LOUIs m cm A m i i , 506,000 r a m s * 4,770,000 BECMftl 7,736,000
pfiroK, m m m m .z s n a t u m 15,721,000 m m k s* 1,004,000 a c m s K 16,725,000
ism, u ssa s  c m t a m m 13,266,000 im z m m 847,000 ISCBHSf 14,113,000

OX&B£BTt SAUAS XBCSSASE 47,864,000 n e s s m 3,057,000 I8CSBSE 50,921,000

UmtiT, SAM FRABCIcCO USC&LtSZ 140,55*,000 HCSEAcR 3,406,000 ISSCKBfiS 143,958,000

MHOE*
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CONFIDENTIAL
REALISATION OF GOVERNMENT SECURITIES IN SYSTEM OPEN MARKET ACCOUHT, JANUARY 1, 1951

(In thousands of dollars)

System Boiton New York ■Rilla--
delphia

Cleve
land

Rioh-
mond Atlanta Chicago T F /

Louis
lkiuneap-1 
1 olif 1

KansaiT
City 1 Dallas I San

Francisco

A. Estimated expetnses and I 
dividends, l̂ jglt f 
1« Expenses |
2. Dividends
3, Total expenses aû d divide]ids

85,065
13.1*89
98.571*

6,185
733

6,918
17.955
1*.1*07

22,362

5,270
* 1

6,211

7,862
1,320
9,182

5.932
589

6,521

U.783
535

5.318
12,853
1,719
n*.572

5,006 
1*1*3 

5,1*1*9

2,881
296

3.179

U.19I*
1*96

1*,690

U.067
51k

1*,61*1
8,097
1.1*31*
9,531

B.

C«

Estimated earnings, 1951. other 
than on Government seourities 

*1-3" minus •B"
2.278
96.296

83
6,835

829
21,533

152
6,059

187
8.995

11 8 122 
6,1*03 5.196

209
ii*.363

199
5.250

122
3.057

156
l*.53l*

33
1*,608

68
9.1*63

D. Ratios (per oexxt) based on *C” 100.0 7.0979 22.3613 6.2920 9.31*10 6.61*93 5.3959 n*. 9155 5.1*519 3.171*6 U.7061* 1*,7852 9*8270

I. Allooatlon of Interest-Bearing Securities
Allooation of interest-bearing ^ __. ^ ^
sscuritiss on buii of «tf* 19.lt80.Ji96 1.382.706 U.356.092 1.225.713 1.819.6731.295.317 USl.lliB 2.905.613 Wf.°57 618.U28 917.

?. Pr.s.nt allocations 19.lt80.Ii96 1.3lt2.986 li.5UO.7li8 1.295.It73 1.805.761*1*58.557 Vl*3.1*53 2.951*. 178 Wft.563 602.707 903.95U
G. Change in allooations

H» Allooation of Treasury bills
on basis of *0* 1*2143,971

I* Portion that Baziks cannot take
due to low reserve ratios* 3,ll*9

«*• Distribution of "I* to Banks
with highest reserve ratios 3,11*9

K. Final allooation of Treasury bills
(*H* minus "I* plus »J») 1.21*3.971

L* Present allooations 1,21*3.971
H, Change in allooations

♦39,720 -181;,656 -69,760 *13.909 *36,760 
II* Allooatlon of Treasury Bills

♦7.695 -U6.565 -12.506 +15.721 *13.266

932.181 I.9H1.3I18
801*.317 1.773.796 
*1*7.861* *140.552

88.296

3.Ut9

85. Hi? 
85.759 

-612

278,168 78,271 116.199 82.715 67.123 185,5U5 67.820 39.1t9l 58.571 59,527 122.2lt5

3.Ut9
281,317
289,960-8.61t3

78,271
82,725
-l*,lt5l*

116.199
115.311

•*888

82.715
80.368•*2.31*7

67.123
66.632

-*ii91

185.51*5
188,61*6
-3.101

67.820
63.050

39.U91
38.1*87

•*li,770 -»l.00li

58.571
57.721*•*81*7

Til* Total Allocation of System Aooount Securities

H* Total allooation of System 
Account ("E* plus »K")

0. Present allooations 
P. Change in allocations

20.72lt.li67 1.1*67,853 lt.637.lt09 1.303,96lt 1.935.872 1^78,032 1.118.271 3.091.158 J . ^ 8  77 657.919 975.791 
20,721i,li67 1,1*28,71*5 It,830,708 1,378,198 1,921.075 W38.925 V i a  065 3,U*2,82U 961.678

__ *39.106 -193.299 -7U.2U* *Ut.797 *39.107 *8.186 -51.666 -7.736 *16,725 *H*.H3

DECLASSIFIED

Authority j: Q J t i S c y

59,527 122.21*5 
56.1i70 118.839 
♦3.057 *3»lt06

991.708 2.036.595 
9U0.787 1.892.635 
*50,921 *lli3.958

* Bu*d on not® and deposit liability and roserro figures on Ddoomber 28. 1950»
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TELEGRAM '
BOARD OF GOVERNORS

O F  T H E

FEDERAL RESERVE SYSTEM
L E A S E D  W IR E  S E R V IC E

WASHINGTON

January 2, 1951

Rouse - Hew Tork v

Tills will confirm understanding in telephone conversation that 

adjustments of participations in System Account as of January X, 

1931, will be as follows, in thousands of dollars;

Interest-bearing Treasury
securities bill* Total

Boston • +39,720 • 6 1 2 +3 9 ,1 0 8

Kew York -1 8 4 ,6 5 6 -8,643 -193,299

Philadelphia -6 9 ,7 6 0 A ,  4 5 4 -74,214

Cleveland +1 3 ,9 0 9 +888 +14,797

Richmond ♦3 6 ,7 6 0 +39,107
Atlanta +7 ,6 9 5 + 4 9 1 +8 ,1 8 6

Chicago *4 8 ,5 6 5 -3 , 1 0 1 -5 1 ,6 6 6

St. Louis -1 2 ,5 0 6 +4,770 *7,736

Minneapolis +1 5 , 7 2 1 +1,004 +16,725

Kansas City +1 3 , 2 6 6 +847 +14,113

Dallas +47,864 +3,057 +50,921

San Francisco +140,552 +3,4o6 +1 4 3 ,9 5 8
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January 2, 1951

Ur. Report G. Rouse, Vice President,
Federal Reserr« Bank of Mem lark,
New York h$» **" lork.

Dear Mr. Rousei

There is enclosed a statement showing adjuat- 
nents to be made in allocations of Government securities 
in the System Open Market Account as of January 1, 1951, 
prepared in accordance with the procedure approved by 
the Syste* Open Market Committee December 9, 194?* Tbs 
figures shown hare been diseased over the telephone by 
representatives of your office and ef this offlee*

Very truly yours,

1. E H«N»

J. S. Borbett, 
Assistant Director, 

Divisioo of Bank Operations.
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i'. J MAUDCATIOU OF OOVSRIORST SBCTOITISS IK STSTFM 0 »  KIKOI ACCOUBT, JA1DART 1, 195*

thousands of dollar*)
fantas
Olty

[-----------------------------------

[ FranciscoS?*teB Boston Tork delphia
THSt *
land

U s e r
send Atlanta Chicago “n r *

touts oils Dallas

4. Sstlaafced an*
dividends, 1951*
1. Sxpenses
2 . Dividends 
J. total e:

B. Bstlaated earaiags, 1951# other 
than oa Ck>v#rna*nt securities

**-3* *i«a«
$• Batios (par cent} based oa *0*

!• Allocation of interest~bearlog
securities oa basis of *D* - 19,480,496 

F« Fresest al locations - 19,480,496
#• Change la al locations - —

85.065
13,489
96,574

6,185
733

6.918
17,955
4,40?
22,362

5,270
9bl

6,211

7,862
1.320
9,182

5,952
589

6,521

4.7B3
535

5,318

12,853
1,719
14,572

5,006
443

5.449

2,881
298

3,179

4,19b
496

4,690
4,067

574
4,641

8,097
1.434
9.531

2,278
96,296

83
6,835

829
21,533

152
6.059

187
9S95

118
6,403

122
5,196

209
tk.m

199
5.250

122
3,057

156
4.534

33
4.608

68
9.469

100.0 7.0979 22,3613 6.2920 9.3410 6.6495 5.3959 14.9155 5.4519 3.1746 4.7084 4,7852 9.8270

X. Allocation of lBtsrost~Bssrlag geottrltles

1,388.706 4,356,0$. 1.285,713 1,819.6731,295,317 W51.148 
1,342,986 4,540,748 1,295,473 1,805.7*41*58,557 1,<*3.453 
♦39,720 -184,656 -69,760 *15.909 *36,760 *7,695

2,905,613
2,954,178

-48,565

w » , 0 5 7
wfc.563
- 12,506

618,428
602,707
♦15,721

917.220
909.95b
*13.266

H.
H. Allocation of Treasury bills

oa basis of "0** 1,243,971
I* Portion that Banks cannot take

due to loa reserve ratios* 3**49
Attribution of *1* to Beal* 
vlth highest reserve ratios 3,11*9

£• Final allooation of Treasury M B s
(•a* minus *1* plus «J») - 1,243,971 

U  Present allooations - 1,243,971
V. Chang® is allocations  ̂ -«*

88*296

3*l4f

8§,147
85*759

- a t

Allooation of Troasary Bills

278,168 78,271 116,199 82,715 67,123 185, & 5  67,820 39,491 SB,

932,101. 1,914*34® 
88^,317 1,773,796 
♦47,864 +140,552

59,527 122,245

3.149
281,317
289,960
*8,643

78.271
82,725
-4,454

116,199
HS.311

+888

82,71$
80,368
*2.347

67,123
66,632

+491

185,545
188,646-3,101

67,820
63,0§©
♦4,770

111* Total Allooation of System Aooount gsoarltlea

I, Total allooation of Sjstea 
Aooount plus *X*)

0. present allooatlons 
F* Changa la allooations

20,724,467 1,467,853 4,637,409 1,303,984 1,955,878 1*378,052 1,118,271 3*091.158 3,129,877 
20.72k.h67 1.428,745 4.830,708 1,378,196 1,981,075 W38,ge5 1414085 3,142,824 1.137,613 

♦39,108 -193,299 -74.214 *14,797 *39,107 *8,186 -51,666 -7.736

39,491
38,487
♦l.OOfe

657,919
641.194
♦16,725

58.571
57,72b
♦81*7

975,791
961,678
♦lb.H3

».5S7 122,245 
56.470 118,839 
*3,057 *3,406

• Sued oa not* and dapoilt liability and r»••m tiguiw* on Daomibar 28. 1950.

991.708 2. 
940.787,1,
i w

,595
,635
991
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'D IN  F IL E S  s e c t io n  

^  JUL 28 1950 ^

Mr. Leonard 

M. B. Daniel*

' %  July 21, 1950 

Allocation of securities in 

the System Open Market Account

Mr. Behrens of the Securities Department of the Heir York 
Reserve Bank telephoned not long ego and stated that he had been 
making some comparisons of Federal Resenre Bank expenses so far this 
year with the budgeted expenses used for the January X reallocation. 
He was curious about eertain rather large differences between the 
budgeted expenses and the rate of actual expense* 1 told him that 
I had been planning to sake similar computations and would let him 
know what we found out. The apparent overestimate of expenses by 
one of the Banks he mentioned, Cleveland, could, I told him at the 
time, probably be explained by the Bank*s building modernization 
program, which would be reflected mostly in expenses for subsequent 
months.

On the basis of expenses for the first five months, it 
would appear that the budget figures used in the January 1 realloca
tion were overestimated in every case, the minimum being $10,000 at 
Boston and the maximum $1,002,000 at Chicago. Differences over 
$200,000 were as followst

Hew York 
Philadelphia 
Cleveland 
Atlanta

$672,000
1*56,000
830,000
2i*3,OQO

Chicago $1,002,000 
Dallas 233,000
San Francisco 31*8,000

Using the first quarter's functional expense reports, we 
endeavored to ascertain tha principal reasons for thase large differ* 
ences* Mr* Behrens t o M  me that the overestimate at Hew York was tbs 
result of the salary schedule, and this seems to be the case as the 
overestimates are rather evenly spread and every function except 
General Overhead and Federal Reserve Hote Issues is running under 
the estimates * At Philadelphia, about half of the overestimate is 
in the Federal Reserve Mote Issues function* with most of the remainder 
in Check Collection and Provision of Space. At Cleveland, as we ex
pected, over half of the overestimate was in the Provision of Space 
function* The only other relatively large overestimate was In the 
Check Collection function* At Atlanta the function running farthest 
below the estimate was Federal Reserve Mote Issues, which accounts 
for over half the total* The total overestimate at Chicago is accounted 
for principally by Federal Reserve Note Issues and Check Collection 
(about one-third each of the total), and Currency and Coin functions.
At Dallas the Provision of Space function accounted for about three- 
fourths of the total overestimate. At San Francisco most of tne 
overestimate was in the Provision of Space function*F
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Mr. Lsonar#

Actual earnings othor than on Oovarnssixt secoritiss for tho 
firs t  fivo months wmem running abcmt 25 par cant sfidtr t-li# ostiuatos 
»aod In tha January 1 roallocation, ahieh t « d » l  to offaot tha o w -  
astiaataa of axpansos to « m  axtsnt at aest Basics* Ratios usod la  
tho Janus** 1 roallocstion togathar with ratio* coaputod on tha baais 
of tho firs t fira  montha* •xpanaaa, dividsada, and aar.ings othir t han 
on OoTamaont eecuritiaa aro glvan balows

Fodaral Raaarva Baak Raalloeatlon Actual January-!toy
Boston 6.89U0 7.1380
How Ifark 83.30JB 23.7990
Philadelphia 6.6501 6.31*88
ClsTaiand 9.2696 8.7531
Riohaond 6.1*06 6.661t0
Atlanta 5.356t 5.3633
Chicago 15.16M lit.6226
St. Louia $.5X61 5.7171
l&euisapolia 3.0939 3.1373Eanaas City it.6Jt03 iu8310

k.53» lt.i>900
own frtiiQiioo 9.1055 9.1128

Total 100.0 100.0

Sines tha largoat diffar«ea in thass ratios ia not such aero 
than ona-half of ona par cant, it is baliavad thara is no naad for a 
raalloeation at this tias*

FDL1 u
i

|A. B.
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TELEGRAM
BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
LEASED W IRE SERVICE ^

WASHINGTON

| e k >:3-d Tn 1 ^ seoti?/)
ft

Januar/ 3# 1950

Rous* * Hew Tork

This will confirm understanding in telephone conversation that 

adjustments of participations ia Syste* Account as of Janaary 1, 

1950, will ha as follows, ia thousands of dollars t

Interest-bearing treasuxy
securities bills Total

Boston -675 -232 -907

Saw fork -5U,788 -18,62b -73,612

Philadelphia -22,727 -7,809 -30,536

Cleveland -♦6,536 +2,21*6 +8,782

Richmond +5,7W» +1,975 +7,723
Atlanta -688 -237 -925
Chioago +3k,J69 +11,71*0 •*5,909
St. Loads ♦15,7*8 +5,l»ol» +21,132
Minnjsapftl i i -20,156 -6,925 -27,081

Kaaaat City -27,61? -9.U90 -37,109
Sallw >30,078 +10,335 +ii0,itl3

San Fraaeisee +3b,39i» ♦11,817 +46,211
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F e d e r a l  R e s e r v e  B ai

o f  N e w  Y o r k

Ne w Yo r k  45,N.Y.

January 1950.

Dear Mr. Leonard:
We received your letter of January 3* 1950] and

have today sent to the Reserve Banks a copy of the compu

tation showing the adjustments made in participations in 

System Open Market Account on January 3, 1950, as of 

January 1, 1950, pursuant to the procedure approved at 

the meeting of the Federal Open Market Committee on 

December 9, 1947.

Enclosed herewith is a copy of the letter of
transmittal, together with three copies of the computation, 

also copy of telegram which was sent to each of the Federal 

Reserve Banks on January 3, 1950.

Mr. R. F. Leonard, Director, 
Division of Bank Operations, 
Board of Governors of the 

Federal Reserve System, 
Washington 25, D. C.

Very t

Ro .
Manager, System Open Market Account.

Enclosures (5)
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, I5 C . 1 4 0  A — BOM — 5 -4 6

F e d e r a l  R e s e r v e  B a n k  o f  n e w  Y o r k I  APR261968

January 4# 1990.

Mr, Alfred B. VUliaaa. PraaldantHi* * JlJJTIMHI »* z... r up "Fadaral R«»*rT* Bank »r Philadelphia,Philadelphia, PonnaylTaaia.
Sh i  Nr. Wtlliaaai

la aacordanea vltto oar telegraa of January 3, 1950, 
I anoloaa harevlth computation of tha raadjuataonta aada m  
January J, 1950, aa of January l, 1950, ia tha participation* 
of tha federal Reaenre Banka In tha Byatea Opan Market port
folio.
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-MSC. 1 40A~e0M--5-48

F e d e r a l  R e s e r v e  B a n k  o f  N e w  Y o r k

SECURITIES BfPAlTOTTT 
FHBl f t

chahge to •sax’*

n U S E 8BB> THE F3U.0BISG Tg.«»«■ WttKMr.

ir o  »  RECORDS SECT^l 

APR 2 61968

JAKU/fT 3, W O

RaadjuBtment of parti elpattoaa In OoTaruawnt aaetsritlaa hald ia Systaa 4«*o«at Is
baing aada today aa of Jamuury 1, 1950 mdar tha proaadura for raalloeatioii of Gkrmtntaat
aaauritiaa approved by th# Fadaral Opaa furkat Coaaittaa Eaeaabar %  1947* Tha soapuUtioni
abowiag adjuataanta aada 1st parti cipatioiiB of tha aavaral Fadaral Haaarra Ban; a will ba

ISCBEiSIaailad to all flaaarv* Baxika oa January 4.# 1950. Tha** eoairatatio&a indieata am y m tM B t
IBCIH8?1» yomr participation ia iataraat-baaring obligatloas aad aa f^py^yf

H€BIASBla your partlcipatioa la Traaaury Bills, aaklag a aat

of $

*f I
*t % i» y<mr total participation ia tha Sya1 mi Aoaoaat. Tour beak aUl
raaaiTa thla aftareooa tha usual ©odad »iri aho*£$sgT £h» d*ii lad aatrtaa to ha aada today, 
«  of 1. 1950. I B t T O 8 T J U J ! W  V

M c w m i s
StXflUUi, B08TQI VmftMMLi4 675*000 SUEfepAai 1 232,000 wmum % 907,000

WILLIAMS, PHXLADItPHlA m -cmase V 2a§727f< m ^ 7,809,000 vmmm 30,536,000
011*11, aittUSB ISCMASE \s^<rtb IBC1EA8B 2,246, 000 ibcriasi 8,782,000
LEACH, RICHHOID I1CBEASI 5,748,000 XBCIU&8B 1,975,000 IBOtiASB 7,723,000
StiUBXI, ATLAKT1 EECEEASS 688,000 SBCStUSS 237,000 DICEIASB 925,000
19810, CHICAC| IBCHtASI 34,169,000 i s c f e/s e 11,740,000 n e m s t 45,909,000
BAU8, ST. I M S n c m s i 15,728,000 IWCE&ASI 5,404,000 ibgbxass 21,132,000
FEriB», HBBEAFOLXS PEOUU8E £0,154,000 BICRIASK 6,925,000 DICEIASI ?7,081,000
LKDT, KA18AS CITT BBCltABB 27,619,000 DECREASE 9,490,000 DECREASE 37,109,000
SHIIX!! DAUJUS IBCtliSB 30,078,000 IBCKEASE 10,335,000 IHCRPA55F 40,413,000
lARHAKT, SIS FRANCISCO HCREA81 34*394,000 i s c m s i 11,817,000 x x e m s i 46,211,000

i m m
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BEC’D XN FILES SECTION ] 
y -jJ jA N  4 t950 n
j  Jl V zL

w Cttifiry

!&*» Robert <*• Eouse, ?ioa President*
Federal Reserve tele Bsv Xe*fc- 
Ifen lark 45, Heir !«*&,
Bear Mr. Ronses

f here is enclosed a atatenent showing stilus*, 
asssfc* to be sad* in allocations «f Goveraraemt securities 
ia ths Sjretsa Open Market Aooount an of Jaraiaary 1, 1950, 
prepared In aocardanoe with the procedure appron»d b y  
tha Syateji Open Market Coanittss M i r  %  194% Tha 
figures shown h m  b m  discussed over the telephone to* 
rsjffsseiifcativ** of jraer offlea and of this o m o a ,

Vary truly yours,

I* F* Leonard* D irector, 
Division o f Sank Operations,

SUfiloSQr*
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r&ujxxjatiow or w f m m m m  u m m i f i m  m  m t i m  $ m t  u m m f  m o m ,  s m m t  i# 1950
(la thousand! ef dollar*)

•jstaa >#•*<* I n  York Rill*-
: 4f1

C1»TW-
laad

Kish* ttlwta Skhift Loal*
Minn*- ■ 
spall*

l u i u
City Btlltf •ai

FransUao

8 u m  
12.636 
95,711

5,«1780
6,351

17,980
k,3k6
22,3*6

5.26b
905

6.169
7.668
1.166
8,828

5,kS»
553

6.097
b.b59
fa*

k.953

12^*28
1.608
lk.oj6

b,6»
kl3

5,106
8.571
277

8.8b8
k.098
bb3

b.5bl

3.661
507

b.168
7.17b
1.20b
8.57*

3.5*
90.209

138
6,219

M 9 9
21.087

170
5.999

k66
8.568 179

5.888
m

b.(08
35613,680

130
b.976

9 f
2.791

355
b.186

n
b .0 9 5

1 4
8.21k

100,0 6.8&0 83.3098 6.6501 f.8696 6>b606 5.356b 15.16b* 5.5161 3.0959 b.6b<9 k .3 9 5 9.1055

mJlsfcisaat id expenses aod 
' ~  d0brld<ads, ly50i 
^  1. £x NfclSeS 

t. 01 idendS
teial expenses and 
*tell earning*• X950# othsr 

thin <m Oorarweant ctMrllin 
u. *AfJ* aiaai '

fi. Ratios (per oeat) based oa ”$*

It Alloeatioa of Icteratt-Bearlng gecvrltlea

S. Alloeatioa of interest-bearing 
seeuritiee oa basis of •V*

F, Preseat allocation*
3. Ghaage ia alloeatioa*

ti Alloeatioa of Treasury bills 
oa basis sf *#*

I- Preseat alloeatioas 
< ihaage ia alloeatioa a

I , Total alloeatioa o f Systea 
Acoount (*I* plus ^i*}

L. frsssat alloeatioas 
M, Change ia alloeations

ii»,055.350 
ib.055.350

968.97* 3.276.190 
969.451 5.350,^78 

-675 -5k,788
95b,695 1.3«,875 908.060 
957^88 1.296,539 908,312 

r.7*7 *6.536 *5.7b8
758.541 8,13 1,b66 
753.51*9 *.OJ7.*97 

-i*8 *3b.i69
II. til— »tto* of t m » w y  Bill

k.989.«,7 538.988 1.125.699 
lt.aS9.8b7 333.160 l.lkk.k83

— -832 - 18 .a&
321.150 bb7,652 311.998 
5*8.959 kk5,k06 510.583 
-7.809 <8,2b6 *1,975

858.6% 732,5k6 
858.9M 7*0,606 

-857 *11.H»0

77t Xffif II7I/W
759.579
♦15.788

866,386
260.968
*fcb8fc

III . tota l U llM itlw  o f lyXm n  io»ount iw a l t t n

b3b,858 698.810 « 8 , « 8  M79.810 
I*55.01k 679.889 60?.9«b I.8b5.bi6 
-80.156 0*7,619 *50.078 *3k.39b

Ik9,kl2 22b.09i 219,22b 1*39,787 
156.537 833.581 808,889 1*27,910 
-6.SBJ -9J»9# *l«.»f *11.817

18.88k.597 1 .30 1.90b b.k01,ak9 l.255.«b5 1.750,527 1* 20 .0 56 1*1.535 *863,812 14*1.695 58b.270 876.501 857.266 1.719.537 
18,88b,597.1.308,811 b.k75.k6l 1.286.381 !.7bl.7l»5 1*18.355 l.e*U»60 2^1 7,90} 1,08*561 6U.3S1 Sft3,kl0 816.80 1.675.386 

~  -907 -73.612 -30.06 *8.788 *7.7*3 -§85 *5.909 <81,132 -87,081 -37.109 «b©,kl3 <6.8X1.
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March 9 , l?lt?

MBCD W  JKJ8S SECTION
MAR 1 4 1949

mm m

Mr. Danlela

In Mr, Horbett*e Msorandutt to you on 191*9 if
ba mentioned that Mr, Bouaa ha* informed
Goweittee that the probable increase In expins«i over the ©stiaated 
budgai expeneee at tha San Franaiaco and Kanaaa City Banin would ba 
aoaaldarad ia reviewing tha need for a realloeation of tha Systaa 
Qpaa Market Account before tha and of thla year.

Bathar infraquaatly ia paat reallocation* w» have aada 
adjustments in eetlaated expenaes. fhia prooadura eeeas to ba un- 
daairabla becauae it beecnea difficult to decide where it ahould ba 
atopped inaaaueh as Beaarva Beaks intaraatad ixi getting increased 
participations would iiora than likely ba continually calling our attain 
tion ta prospective increasea in expenaes of one kind or another. 
Besides it doaa sees reasonable to aaauaa that tha Federal Open 
Market C«ittee i* andeearortng ta maintain at a nlntaua tha Byataa 
realloaatlona an tha baaia of tha formula adopted at ita &eceabar 9, 1?U7, meeting.

.Pwr your information, there are given below tha occasional 
adjustment* made during tha laat tan yaarat
M l  - Saa«ber 1, govembar lf October 19 July 1, April 1.
Current expenses at Mm Turk adjusted by adding ***80,000 thereto to 
aerar extraordinary depreciation charges on air eonditlonlng aqulp- 
■ant. ( m *  wuld ba acagtarable to tha praaant Kanaaa City altuatlon. 
It is not liteily, hoaavar, that tha air conditioning inatallationa 
at Kanaaa City will ba collated thla year.)
ifti * 1, ^uly 1, April 1, Januaiy 1.
Addad *$00,000 to current axpanaaa for Maw fork due to proapaotlve 
inoreaae in annual depreciation charges and in repairs «nd altera- 

J? *** <H^ti«iing tha Haw lark building.
# st* Leul* ««rrant axpanaaa in order to acagOata

tha aatting aalda af a 100 par cant raaerve on flxad aachinery and 
aqmjawnt ia connection with alir conditioning head ^ “ ^ ^ 1  branch buildings.

*  January 1 ,

Deducted *70,000 fra* current axpanaaa for Chlaago becauae of tearararr 
laaraaaa f^ a onthsof ̂ Sfflfi^r to Mgve»b«r* inaig^ive, Ia depreciationF l LIE COPT
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Mr*. I*aa*rd - 2 -

Chargaa on fixad machinery *ad aquipnent In tha Chicago building.
W &  «* 0ctobar 1, July 1, April 1, January 1*
Addad #250,000 to St. i*mia currant axpanaao 4 m  to proapectir® laoraaaa la dapraeiation ef f ixad aaehinary and a^lpaant b N i M  of tha tna tax
ation of air eonditionijag at tha t e d  affiaa and branchaa.

January 1#
Xtoduetad froa Chicago currant m p m m m  $Mt#000 In Tiaa of aa adjaat- 
aant is annaftl depreciation ©hargaa aa the Chicago and Detroit build-

- Octabar 1, July 1.
Added $70,000 to Atlanta current 
to branch buildin®»*

-  O ctober 1*

expenaea to eorer coat of iaproveaaata

Deducted $2$,000 froa cam-ant earning® at Itehaond due to recant fall- lag off in earnlnga aa inriuatrial advance*,.
• Ja3y 1.

Added $62,000 to current 
*&ty due to expected 
equipment for tha year*

* i*

at St* Louia sod Ht9O0O at Xaaaaa 
la depreeiatioa m  fixed aachiaary «

***** »70,000 to carrot at St* Louia and *90,000 to warrant
??*»*** ?* ****** ** **> iaereaeee ia depreelattea oafixed aaahlaery *»* for tha year. Deducted *180,000 froa
e«*rat eapcnsee at Atlanta and #70,000 fro* caimt expeneee at Chicago 
ia view of wmmmilly large aaounta reported fir faraitare m l  equipment 
in Hareaber aad Becaabar.

- Jamaiy 1.
to esrraut 

lner»a*« in depr«elati<n.•xpanaaa at Kansu Citjjr to cor«r aa antielpatad

m/m*

E CO F^
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REC5D IM FILES SECTION
Y  f^AR 1 1 9 4 9 ^  '

February 28, 191#
Mr. Leonard 

J. £. Horbett

In your absence this afternoon, i£r. Bouse talked with me 
about the possible need of reviewing before the end of the year 
the reallocation of securities in the open market account* I under- 
stand that he had indicated at a meeting of the Open Market Committee 
this morning that he had reviewed the matter and, on the basis of 
existing information, saw no probable need of making a. reallocation 
before the end of the year. At that point Mr. Earhart said that 
their building operations at Portland and Seattle might result in a 
considerable increase in non-capitalixed expenditures! he indicated 
that this had been the general experience when new buildings were 
erected to meet expended operations. Such additional expenses 
presumably had not been taken into account in the last annual re
allocation of the System Open Market Account, if the reallocation 
was based on 19^9 expenses estimated from the Federal Reserve Banks* 
budgets. Mr. Leedy said that expenses of the Federal Reserve Bank 
of Kansas City probably also would be increased as a result of the 
air-conditioning program which has been authorized.

I understand from Mr. Rouse that he told the Conference 
the possibility of substantially increased expenses at San Francisco 
and Kansas City would be taken into account in reviewing the need of 
a reallocation of the System Open Market Account before the end of 
the year. He asked that the matter be brought to your attention, 
since the computations underlying the reallocation are made by Mr. 
Daniels in consultation with Mr. Behrens of the Federal Reserve Bank 
of Urn York.
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DECLASSIFIED 
-  - Authority E .Q « ll^S%

o f  N e w  Y o r k

Ne w Yo r k  45,N.Y.

January 5 , 194-9*

Dear Mr, Leonard:
le received your letter of January 3 , 194-9^  

and have today sent to the Reserve Banks a copy of the 

computation showing the adjustments made in participa

tions in System Open Market Account on January 3, 1949, 

as of January 1 ,  194-9, pursuant to the procedure approved 
at the meeting of the Federal Open Market Committee on 

December 9 , 194-7.

Enclosed herewith is a copy of the letter 

of transmittal, together with three copies of the 

computation, also copy of telegram which was sent to 

each of the Federal Reserve Banks on January 3 , 194-9*

Manager, System Open 
Market Account.

Mr. R. F. Leonard, Director, 
Division of Bank Operations, 
Board of Governors of the 
Federal Reserve System, 

Washington 2 5 , D. C.

Enclosures (5)
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DECLASSIFIED

Authority E.O«

M I S C .  1 4 0 A - 8 0 M — 5 - 4 6

FED ERAL RESE R V E  BAN K OF N E W  YO R K
45 A P K 2 6 1 3 8 8

Mr* Alfred I*. William*, Proildent,
Federal Ee serve Bank of Philadelphia*Philadelphia* Pennsylvania*
Dear Mr* Williams*

Xa accordance w ith o a r  telegram  o f  January 3§ 1949#
I enclose herewith coaputatlon of the readjustments made on
January 3f  1949# a* o f  January 1 # 19^9# ia the participations
o f  the F e d e ra l Reserve Banks in<fche $ stem Open M arket p o r t -

folio*
T ory  m a y  yo*ir»*

«*
t e a  O pen 

o u n t .

E n c lo s u r e

n
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DECLASSIFIED

IC’D W R E C O R O S l E C T P j  

APRl 8 IS68
sbsb#itj38 tsxrtmmi

CHAR® TO »8AS* s m u r  3, 1949
w.

Roodjiiotftoitt of $*rtiei|M*tî s» Xss 5o,f*rnaont mmrttim hold Is BjwUm Aoocant 1# 
botaf »*d« today m of January 1# 19A9 «ftd*r tbo fwooodnro for ro»lloootl®n of Stovowfcont 
*®€mriti®« oj»;>re,fod by tho fodorol Gpon Sorkot Conaittoo Doo»fc#r 9# 1947* Tho ooopmtatloao 
shoving *djttotaog>to oodo la p&rtiolg>ati;>ftO of fch# sovoral ?odor&l Ro?>orvo Boako will b@ 
stallod to oil ftooorvo Si*»1e# m Jmmrp 5» 1949* thoso ooa$tetatlr>iui indie*to m
immMn \
&WWk$M o f  # la  ye-wr poriio ipotioa  in Intorogt-feoorljMr m& m.
m e E M s i  \
&S0KSMBI o f  $ l a  your p a r t ic ip a t io n  in  t r o # « « r j\ B il lo f mUkIbc *  o « t
I8GISIBE \
0SQRSA81 o f  I la ŷ **r tota l jiftrtielpfctlcm. !&. Jto'-.|$yoto» A^oonut* lour b&sfc

will roooivo t & U  oftmooii tho moa&l oodod tk« dot&lloi o» trios to bo s M i

t<?d*yf 6« of January 1, 1949*

x r m m - K A i u B t t
T ® m

m r a ,  Mitoi laoiKAS* M M t t j O O o
..........

H U M ,  PHH.ADH.PBIA JUECK&SE 59,104,000 

8IMKK, CtSTOJBU# M 5C 8S AJ* /64,939,930

c a m w a s  \13,331,000t*ACH, BXCHtQKD

icUfiix, mj>mi 
10m, CBIOWB 

DMI:, ST. tfUIS 

PETSW, BXHHGAPGUS

ubtt,  kas.xas e r a

OILBffi?, 2iS&A8

X8C81&3K «8«102,000 

z & m s n  127,219,000

/ B*GR.‘g*Sg 20,3^(7,000 

I HCRBISI 31,4tf,0®5 
\»CSSMi£ 31^355,000
OKHUUSS 36,833,000 

EARBART, 3AH FRJBSISCO DtCKS&SS J«,706,000

M B ! .

' ^ s a . s s  $3 1 ,at?,oca <OT0«»

N D K J H ^ W 18,174.00C DE0f«88 877,278,000

rapsi»g 19,968,000 m m s * «4»907,000

Ejfe«*SS 4,099,000 BECERiSK 17,430,000

'tacm&ss 19,096,000 n o m a s 81,198,000

ISORIASX a , 498,000 IHOS&W5I 143,717,000

DSCSSftSS C.,426,000 n a n i s m 37,333,000

u c n u s t 9,681,000 m m m , a , 1 6 0 ,ooo

itt&skm 9,641,000 ncsais* 40,996,000

MKRKASK 11,386,000 0SC8&iS£ 4»,159,000

»CEX«t2 22,83.’,0u0 cactuuss 15,874,000
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m
' IAN 4 1949 7 * *

3 3  3  ' _ 3 J £ 3  J

Jmmry 3» 15%?

Hr. Eobert 0. Iona** flee Preeidant,
Federal Reearve Bank at Be* lork,
He* lark ii5, He* fork*

Dear Hr* M m m m »

there la eacloaed * atatiaaent efcowiag adjaat- 
■wante to be **de in allocation* of Oeveranent eeeuritiea 
in tha Syetea Open Market Aecount aa of January 1, 1$*?, 
prepared in accordance with the procedure approved by 
the Syatan Open Market Goaaittee Decexber 9, If It?* the 
figurea ahown have been diseased over tha telephone lay 
repreeentativea of y o w  office and of thia office.

fary traly yours.

B. y. Lacmard, Director, 
Diviaion of Bank Operation* .

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



uuumtxm or munmmm ntmnm a n m  o n  mmb* acoowt, jaiojuit i, 19U9
of iellmr*)

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

Authority E

* . * .  1 M 1 Mi l  1 CJiff* [I ml j Ohioafo St.
L»ul«

HjT#it
afoll#

Xmmmui
City pal|aa fMttlaoO

D.

I.

I.
3.

5 .

I.

'*•
X.

L*
»•

V.
0.
?•

OXpOCMMMt
.  i?49. 

iP %  ,  .

oajn&i&£ji * Xyff# 9iSbtKt 
Oo'voĵ jMooBt ô wMuritAo® 

miam *1*

Bfttlo* (jw  «*at) tew l aa *C*

7 7.5 3 3 '
Vtfi6f ' 
89.602 a

5.386
682

6 ^ 8
17.U72
kA*o a  .652

5.211*
881

6^95

7.278
14Ub
8.1*22

5A65522
5.687

1*487
1*72

4.759
11.730
1.520

13 .2 5 0

4.383
401

4.784
2*556

267
2*823

4.054
418

UJ*7i
3.307
471

3.778

6 ,7 0 1

143i
743*

5.7d*- 
83^96 ^

280
5.788

1 .71*9
19483

380
5.715

m
7.738

301
5.386 1*^96

7 3 1
12 .5 19

250
4.534

107
2,716

I4XI1
kfiS6

U*9
3.629 t J S

100«0 ' 6.8$68 23.6990 6.8118 9.2231 6Ja?7 5.3613 14.9217 5»Loto 3*2373 4436B 4.3255 8.8608

Alloofttloa *$ iator*rfr*b**rtng 
*oouriUo« ©a Iwis of "D* IT *&i5 *5^3* *231 Ait 
P r o m t  allocation* 17*6^5*3^0 l,W*j&55
Gfeft&f* la allooatioa* —  *3I#i*W

I» Allocation »f Intoroot-Boarlag Soonrltlo*

k J X fJ & r 1.215.589 U45.617 » 6 .fl*2 2.66a.828 964.398
4478,991 1 4 7 W 9 3  1.71M33 U S t j U  8*4.6M> 1 « 5 ^ »  * S 4 »

-49.824 -59.104 -44.959 *13.391 *6 2 .10 2 *1*7419 -*0.89?

577.707 863.144 771.9 0 0 l,5814fc 
546.228 831.789 808.733 M 1 9 J W  
♦3U*7» *31.355 -36433 -38.706

Allooation of T r n M q r  M i l l  
os b*«i« of •©*' 
jporttloB tlMtt Sanita mmhHi tnlsa 
tel to |o« ******* t n M m *  
Distribution of *X* to taks 
aitli feigbatt raoarva ratioo 
final allocation a# fromnry 
M i l *  (*I* alnna *1* plat 
***)
Proooat l U e n ^ M if̂Mfctŵai |n - f t|

5.487.406 /  378.565 
<»rf3« 69.95a 

69.932 /

5.M7.4B67  308.633 
5.M7.406 -' 310,11* 

—  -31A7?

II, Allocation of Traaawy Mill*

1,3 0 0 .460 373.791 5 0 6 4 0? 352.275 294A96 818.814 25*6.551 177,644 265,1*15 237.358 486,228

fatal allocation of Syctcn 
i M » « l  (*1* ylaa *K ) 
friMBi allocations 
Ownf* ia allocation#

23.332.7li 1.539.747 
23.332.746'1.539.747

26,069

1.326.529 573.791 506.109 352475 294496 818.814 296,551
1.317.805 591.965 526,077 356,374 275000 797.316 302.977

♦8.724 -18,174 -19 .9 6 8 -4wW9 *19*096 *2ljb9e -6 .4 2 6

III, total Allocation of «ycta» Aooount Sconrltloa

5,555,696 1.589.380 2.152.003 1*97*89* W50.938 5 ^ 8 1 ^ 2  1 ^ 0 ^ 9  
5 .59 6 .79 6 1 .666.658 2 4 3 6 ^ 1 0  ]£15«322 »69.lU> 3.332,925 1*88.272 
- U .10 0 -77478 -84.907 -47*30 *81.196 ♦WS*7» *fc7«3*3

4 3 4 ^

177,644 265.1*15 2 5 7 4 5 8 530 ,0 9 1 
167.963 255.77b W M t  507.259 
♦9.681 *9.61*1 -1 1 .3 2 6  *22,832

755.351 U28.559 K»9,258 2AU.331 
n u n  ip?7 .5 6 3 r a g& 2  2 4 2 7 4 s®
♦4146® m a k  -i$Um

•  Bu*4 on net* andtepoalt Utkllitr rm *»rrm flftira* w  Baiaafcir 30. 1948.
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TELEGRAM
m* Hi FILES SECTIOS
1 'AN 4 1949

BOARD OF GOVERNORS
O F  T H E

FEDERAL RESERVE SYSTEM
L E A S E D  W IR E  S E R V IC E

WASHINGTON

Sous* -  Maw Tork

This will e m t ix m  understanding In talapfaon® oonrarsatioa that
aa <*f January h  

adjustaenta ef partiaipation* in Syatas AceoimiArill b« aa

follows, ia thousands of dollars s

Intsrss t-baaring 
••curitias

Tpaaaui/
M ila total

m , k n -31,1*7?
lor X«rk ♦8,78k -ki,loo
Philadelphia « 4 f9m -18,17k -77,278
Clweland • 4 k ,939 -1?,968 -S i, 907

-13,331 -4,0?? -17,k30
Atlanta +62,101 ♦1?,096 +81,1?8
Chicago +21,498 +148,717
it* Louis -«0,8?7 “6,426 -87,323
Minna apolls +31,1*7? +?,68l +41,160
Kansas City ♦>1.355 +?,6kl +40,??6
Dallas -16,833 •11,326 *48,15?
San Frsnidseo -38,706 +t2,83! -15,87k
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-fiC'D IN PILES SECTION

JAN 2 6 1948
REPORT TO FEDERAL OPEN MARKET COMMITTEE ON NEW FORMULA FOR
ALLOCATING SECURITIES IN THE SYSTEM OPEN MARKET ACCOUNT

/ - / f - y s r
At the meeting of the Federal Open Market Committee in Washington 

on Tuesday, December 9> 19^7* the Committee voted unanimously:

1* That interest bearing securities in the Account be al
located at the first of the'year on the basis of the 
expense and dividend ratio of each Bank as against all 
the Banksj that this allocation be the only one for 
the year; and that the same basis of allocation con
tinue in use* However, profits and losses on interest 
bearing securities would continue to be allocated on 
the basis of the average holding ratio for the preced
ing five years,

2. Holdings of Treasury bills would likewise be allocated 
on the expense and dividend ratios to the extent that 
the several Reserve Banks were able to acquire such 
securities within the limits of maintaining the re
serve ratio of 3£ per cent or such other percentage 
as the Committee may determine. Profit and loss on 
Treasury bills would be allocated on the basis of the 
current Treasury bill holding ratio of each Bank as 
of the day profit or loss is realized.

The above action was taken with the understanding that

1# The complete details would be worked out and the 
changed procedure would be put into effect on 
January 1, 1?1*8, and

2. A full written statement of the procedure would be 
submitted at the next meeting of the Executive Com
mittee and the Federal Open Market Committee for 
ratification.

/  In accordance with the above-mentioned action of the Federal Open
Market Committee interest bearing securities in the System Open Market Ac
count were allocated among the various Federal Reserve Banks as of January 1 
in proportion to estimated expenses and dividends for the calendar year 19^8 
after deducting estimated earnings other than from Government securities, 
and Treasury bills in the System Account were likewise allocated except 
that necessary adjustments were made in the allocation of Treasury bills 
to prevent the reserve ratio of any Federal Reserve Bank from falling be
low 35 per cent# Estimated expenses were based on budget figures submitted 

various Federal Reserve Banks to the Board of Governors for the year 
19uo, and estimated dividends were based on paid-in capital as of the latest 
date for which the figures were available#
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Adjustments in holdings of the Federal Reserve Banks in interest' 
bearing securities and Treasury bills made necessary by changes in the amount 
of securities held in the System Open Market Account are made currently in 
the same ratio as was the allocation of interest bearing securities as of 
January 1* Adjustments in Treasury bill holdings are being made each 
Wednesday and are to be made also on month ends, as has been the practice 
for some time, to raise to the agreed upon minimum of 3£ per cent the re
serve ratios of any Banks that are below that level and also to restore, in 
so far as possible without reducing a Bank*-9 reserve ratio below 35 per cent* 
the full participation in Treasury bills to which it is entitled when its 
participation has previously been reduced because of a low reserve ratio*

In accordance with the arrangement approved by the Federal Open 
Market Committee, profits and losses on interest bearing securities are be
ing allocated on the basis of average daily holdings of interest bearing 
securities during the preceding five years. Profits and losses on Treasury 
bills are being allocated in proportion to Treasury bill holdings as of the 
day the profit or loss is realized which is the basis on which earnings on 
Treasury bills are accrued#

Inasmuch as current adjustments in holdings both of interest bear
ing securities and Treasury bills are being made on the same basis as was 
the January 1 reallocation, there will be no necessity of any further re
allocations of securities in the System Open Market Account during the cal
endar year 19U8 unless it should become evident either that actual expenses 
and dividends are likely to deviate considerably from the estimates used as 
of January 1 or that earnings other than from the System Open Market Account 
are likely to be considerably greater than the approximately $3*000,000 
estimated as of January 1.

It is contemplated that this subject will receive further consider
ation during the remainder of the year with a view to the submission to the 
Federal Open Market Committee on or before its last meeting in 19l±8 of a re
vised formula for use beginning on or before January 1, 19^9, in the event 
that experience indicates that the procedure now being followed is not al
together satisfactory*

R. G. Rous©

January 19, I 9I48* E. L. Smead
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REG’D IN FILEs S^lTION
lit- . . A CM

JAM 1 31348
2 ̂ 2 2̂ Lj 2 
■ gLSElM?LLl>g£ fi ll flih I II I I Ti*1 **!!■.!.

12,

Hr* J. I» Payton# President,
Federal Reeerve Bank of Minneapolis,
Minneapolis 2, Minnesota*

Deer Br« Peyton i

&  yeur wire of BiMfar. 19, 19^7# in reply to 
our wire o f  Doeember 18, you stated that you believed it would 
be preferable to use aotual expenses for a preceding period 
mthar than !9ljS budget estimates in reallocating secur
ities in tha System O p m  Market Aeoouat* In replying to 
our telegram, tan of tha Bank* imqunlifiedly agreed to tha 
use ot budget figures and ana Federal Reserve Bank agreed to 
thair use but aaid that it# budget had been submitted m  
rather a tight basis. Hn the oircuastaaees the budget 
figures were used* In the ease of your flank, the pareentage 
weald have been approximately Hie same #iathar it was 
daterainad on the basis of tha budget submitted or aotual 
expenses for a prior period. In seme eases we thought that 
the budget figures were better, particularly beoause they 
were' more realistic when related to the eest of printing 
Faderal Reserve notes fbr 19*̂ 9 • After we h a w  had some 
axperisnee under the new plan, we shell, of course, again 
review the desirability of using eaqpenses for a past period 
rather than budget figure**

Tery truly your*,

B. L. Smead, Director, 
Division of Bank Operations
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y  ■■■•■> j'-.:-,-ii ' > V n T I
I JA.i'i if 134B |
i ' iI__„  January — i

Hr, Saead 

Mr. Tan Foeeen

That the t r m i m m t  of aarninga other than f r m  Oovernaents 
in the allocation ofSystea Account holdings it not a Matter of no 
consequence I believa will be seen from the following. Of course, so 
far «a 1?US is concerned thu consequences of deducting such er.rninge 
fro* expenses and dividends will not be serious. For coxnrenience 
sake in th« following 1 have designated as Plan 2 the arrangement 
under which earnii^a other than those froa Gcverawnts are deducted 
from estimated expenses and dividends anti as Flan 1 tha arrangement 
whereby, instead, allowance in made for such earnings in tha alloca
tion of Treasuxy billa.

If there were no earnings othar than from Carernmsnte, 
total earnings would ba distributed in exact proportion to expenses 
and dividends \mdsr aithar plan.

(a) Under Plan 1 thia would still ba true if there 
ara earnings froa other sources unless sudh 
earnings were exceedingly large. Tha formula 
in effect merely substitutes tha aarninga froa 
othar sources for an eqpisl mount of aarninga 
on Treasury bills.

(b) tinder Flan 2 this wculd not ba trua if thara
ara aq? aarninga from othar sources, irrespective 
of amount.

If aarninga from othar sources were large for any individual
Bank

(a) Under Flan 1 each Bank would atill gat a share of 
tha earnii^s proportionate to its estlstated ax* 
peneee and dividends.

(b) Under Flan 2 if estiaated warnings froa othar 
sources for any Bank equaled or exceeded its 
estimated expanse* or dividends that Bank could 
get no participation in the System Account what
soever and its earnings after expanses and 
divldende would be negligible, even though the
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other Banks might have w r y  substantial earnings 
remaining after expenses and dividends. If actual 
tamings from otiier sources fell substantially 
below estimates or if actual expenses and divi
dends greatly exceeded estimates, such * Bank 
Might not aven have enough earnings to cover 
actual expenses and dividends*

If actual earnings other than froia Goverxaaents greatly 
exceeded estimates one or wore reallocations would be necessary under 
either plan.

(a) Under Plan 1 such reallocations would be confined 
to Treasury bills,

(b) Under flan 2 there would not appear to be any 
escape from reallocating interest-bearing se
curities as well as Treasuiy bills.

Either plan could fail of operating precisely as anticipated if earnings 
fro® other sources become vary large and earnings fron Treasury bills 
very small,

(a) Under Flan 1 this would only mean that one or 
more Hanks could not be allooatad any Treasury 
bills initially because of its high earnings 
from other sources. It probably would get some 
in the end through necessary adjustments to 
maintain reserve ratios above 3*> per cent. An 
exactly similar situation occurred on some re- 
allooations in the past when we had option bills.
Seme Banks could not be given any participation 
initially in Treasury bills from the System ac
count* but they got them through the adjustments 
to maintain reserve ratios.

(b) Under Plan 2 the breakdown would come in having 
in an extreme case a Bank with no participation 
either in lnterest~hearing securities or Treasury 
bins, since Its participation ratio would be aero.
In a less extreme ease the participation ratio 
would merely be very much reduced in the ease of
a Bank with relatively high earnings from other 
sources. This would reduce its partioipation in 
interest-bearing securities much below normal, 
a far more serious matter than inability to allot 
initially the full amount of Treasury bills that 
Plan 1 would call for if available.
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F e d e r a l  R e s e r v e  B a n k  

o f  N e w  Y o r k  _ 45

lEC'D IN RECORDS SECTIOtli
&

APR 2 6 1 9 ®  T

3 3 3 3 #

January 5, 1948.

Dear Mr. Smeads
We received your letter of January 2, 1948/ 

and have today sent to the Reserve Banks a copy of the 
computation showing the adjustments made in participa
tions in System Open Market Account on January 2, 1948, 
as of January 1, 1948 pursuant to the procedure approved 
at the meeting of the Federal Open Market Committee on 
December 9> 1947.

Enclosed herewith is a copy of the letter 
of transmittal, together with three copies of the 
computation, also copy of telegram which was sent to 
each of the Federal Reserve Banks on January 2, 1948.

Very truly yours.

L. R. Rounds,
First Vice President.

Mr. E. L. Smead, Director,Division of Bank Operations,
Board of Governors of the 

Federal Reserve System,
Washington 25, D. C.
Enclosures (5)
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,/SC. 1 4 0 A  I O O M - 7 - 4 5

F E D E R A L  RESERV E BAN K OF N EW  Y O R K

■* "** *45

ffcC D  H  RKORDS S E C ft$  

APR 2 61968

January 5* 1943*

£*&r Mr* fth ltteaoret

Ib %ith our talqcvxha of .January 2# V)09

I end©*© herewith computation of th© rd&djustaenWt mde m 

Im m ty  2f Swwuny l f 194^, la- t£j« fOTtlelr&tlatis

cf th« Fad«ral ?S#®«nro la fee System Open Market port
folio.

Very truly yours,

C* ̂-4* found*9 
,riHlci Fr®aidant*

\  V \Mr* L©urerK*« F* flhltlMMpK 
Pregitientf Fsdernl ra^rvi\Bsiak ,^f Bojktctt*
Boston| Btuwehtmtts* \ \

DacXojrur©*

m
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M I S C .  1 4 0 A  1 O O M - 7 - 4 5

M A M M Y
mmt to *s a s*

FED ERAL RESERVE  BAN K  OF N EW  Y O R K
m o  1  s a w s  Ts c n w

APR 261968

m m m A « m m mn m k s W m  W u m m m M M

in In Gymim tom m *  i*
as of January 1, 1948

feting m*M tb #  pm m fim m  fm  o f  m m x ltk m  t y

f*&m& Opm ff 1947* tfe# mxp&tmi&m* tfoowiitf
m 4 *  in 9wrlUl|wU«Mi « f  rn m m X  WMmml Bm m rm  Bank# «1X1 tat mUi< *11 t#«#rv*

iM&figsSas&« «m Jwiiatrjr 5# Hmmhic*^tettoR» la£l*ftt» *» 9SQ&IA&& #f #
B O M B !

la jm m  |warti«it§aii&sm In ataU$&tlr'»ft *&6 in &KG&£ftfiE ©f I
m m m m

la  yetur jNWtl«dUp*ttai in  f t m m t f  B i l l s ,  *m%$m *

1ft ycmr tot* l $w tteipM £«n in. Hi* S/ntis* If

tii« usual cedtd *4r» uhoifiKg tb* «itri## to

■KiiMnMi XCt Wf )Kk j8k<SPItiM%Wr

an, u m ,  m r n m m u  

m m m 9 m M w u m n

LXACft, RlfMOUE
m * m m § m i  

w m $ m m m  

u n & t  i t #

Fifioi# m m n m m  

%mt§ tmm cm 

z m m f  p m u B

o f  I

tafttife *111 jNMMklf* t&U ®.ffc*rs*o îi

as of January 1, 19-4$.

t a m

s n j m j p »

m m . m  < & & & , eoo

..0 r ...

13,322,000 #45,8*1,000
$5,W>»0OG jBCJUStt* &1,69&,0«J

10S , W , » 3 9 HK5H&ASI 3 3 ,^ ,0 0 0

*1,5*0,000 S U E R M ® 50,388,090
iei,4ao,Cfco IBC!iH8£ *32,743,000
34,7X4,000 -0-
51,363,000 BlONttfiS a5,599,0.)0
10,4*6,0 0 &K0NUISI S,175,aX)
90,655,000 mQm

53,261,000 IBCR&A3E 47,7*0,000
xmt
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Authority £  .Q • 1̂ 5 8

S...T10N

\H1 1948
3  3  3 ,  3 ..^ .

January a, !9kB

Hr, Robert O. Rouge, fice President,
Federal Reserve Bank of New Tork,
I«*r lork kSp Hew York.

Dear Mr. Rouses

There Is enclosed a statement showing 
adjustments to be made in allocations of GoVern- 
.lent securities in the System Open Market Account 
as of January 1, 19U8, prepared in accordance 
with the procedure approved by the System Open 
Market Committee December 9$ 19k7.

Very truly yours,

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

Enclosure

V
s
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Authority E .Q • 11̂ 5%

TELEGRAM

REC’D IN FILE S a TIO\
JAN r, 1948

J

BOARD OF GOVERNORS
O F  T H E

FEDERAL RESERVE SYSTEM
L E A S E D  W IR E  S E R V IC E

WASHINGTON

January Z$ 19k%

t t e *  m i l l confix* und«r»t*ndin« in t*l*pbon* conrwaation 
adju*tM*nt« of participation* ia Syaton Recount will bo m  

in thousands of dollar*i

that
i follow,

Inttmt^bfcrlog
•oouritio*

Trtwaurjr

»*««■ • - & , o y i —
M »X«rk +WtO,lM -5*6, Shl -288,»a?
Philadalphik •*7,56> +18,> M •*5,891
(Hfcvelaai +5,891 *55,7 » 461,690
&i*)!MOXld -78,668 ♦105,*? ♦33,27?
Atl*&t* -KL.JM 4*1,5*> -50,388
Qhioago * n » m +101,k t o 4l3*,7W
it. tm $M - t k , m +2k,7l4 —
HinnoapoUji - * s , m +51,388 ♦*5,599
Kan*aa City -1*,661 +10,k86 -#,175

-90,655 + » , « 5 —
S«n Franoi*oo •Jtfhtt ■*7,780

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED 

Authority E.Q* 12^S%

December 23, 19*i7
Mr. Smead 

Mr. Daniels

The recommendations for allocating securities in the 
System Account, which were recently approved by the Federal Open 
Market Committee, raise certain questions.
Periodic real-locations

Aside from interest-bearing securities* the recommendations . 
do not call for, nor do they preclude, making quarterly realloca
tions as at present, The New York Bank believes the standard pro
cedure should be to raake no reallocations after the first of the 
year beyond the weekly and ®onth-end adjustments in Treasury bill 
holdings to maintain the 35 per cent reserve ratio.

I favor a quarterly reallocation of Treasury bills. It 
is true that with 90 per cent of net earnings after dividends being 
paid to tia Treasury there is less neea for changing holdings of 
securities as actual expenses and dividends diverge from the esti
mates. Nevertheless, to omit reallocations entirely during the year 
would be going from one extreme to the other, inasmuch as we now 
mate* reallocations monthly during the last quarter of the year.

It is noted that difference© between 19kl estimates of 
expenses and dividends used for the July 1 and the December 1 reallo
cations were as high as $790,000. In terms of ratios of estimated 
expenses and dividends (carried to the closest 1/10 per cent) the 
greatest change amounted to 1.1 per cent, and there were only three 
Banks with changes smaller than l/lO per cent. On present holdings 
of securities, a difference of 2/10 per cent in participation would 
amount to over $21,000 a year in net earnings retained, that is, 
after dividends and interest on notes.

Expense and dividend ratios

The number of digits to be used in the expense and divi
dend ratio or ratios must be decided. There would be considerable 
merit in rounding those used for the allocation of interest-bearing 
securities, since this is a fixed allocation. However, I suggest 
carrying the ratios used for allocating both interest-bearing secu
rities and Treasury bills to four places beyond the decimal point, 
as we now do with the average holding ratios.
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Basis for estimating expenses

In any reallocations ot Treasury bills after January 1, a 
decision most be made as to how estimated expenses will be determined 
1 recommend using tbe present method of estimating expenses for the 
year in reallocations subsequent to January 1, because it uses actual 
expenses for the year to date.

Estimating other

For the allocation of Treasury bills it will presumably be 
necessary to estimate earnings for the year other than on Government 
securities, I see no reason to depart from the method we have been 
using in making such estimates,

Purchases and sales of securities

Increases and decreases in holdings of interest-bearing 
securities should be allocated on the basis of the expense and divi
dend ratios used for the January 1 allocation of interest-bearing 
securities. Increases and decreases in holdings of Treasury bills 
should be allocated on the basis of the same ratios until any sub
sequent reallocation of Treasury bills, after which the expense and 
dividend ratios at the last preceding reallocation should be used.

A •uggested stub for the January 1 reallocation is attached 
This assumes that subsequent reallocations of Treasury billa will be 
made* If they are not, items *B-2« and »H-3" could be omitted.

Attachment

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



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

Authority 12^S%

Suggested Stub For January 1, 191*8, Reallocation

I. Allocation of Interest-Bearing Securities

A. Pro rata participation (per cent) for year /on basis of line "a*7
B* Allocation
C. Preaent allocations
$• Chang© in allocations

II. Allocation of Treasury Billa

E. Estimated expenses, 19k3
?, Estimated dividends, 191*8
0* Estimated expenses and dividends
H. Current earnings, 191*81

1. Other than on Government securities (eat,)
2* On interest-bearing securities (est.)
3, On Treasury bills, January 1 
k. Total

I. Excess of over »$»
J. Estimated earnings on Treasury bills, 191*6, after January 1 

(I ) plus “I* allocated on basis of MG*
K. Excess of •J* over **1®
!*• Allocation of Treasury bills in proportion to WK*
II• Portion that Banks cannot taka due to loir reserve ratio*
S. Distribution of "IP* to Banks with highest reserve ratios
0. Final allocation of Treasury bills (*L« minus »M* plus «lf»)
P. Present allocations 
Q. Change in allocations
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/

WA63GC61WASH M36 DLS 2 2 -1 1 1 9  

SMEAD

TELEGRAM , „
1 FASEO WIRE SERVICE 

RECEIVED a t  WASHINGTON1

p ^  ’D IN FILES SECTION

DEC 2 41947

19tfD K L22- PM 12 39

BOARO GOVERNORS

fe d e ra l reserve system

REFERENCE: YOUR TELEGRAM 1 8 T H i THE PROPOSED PLAN FOR REALLOCATION 

OF S E C U R IT IE S  IN SYSTEM ACCOUNT AS OF JANUARY 1 ,  1 3 4 8 , IS  

SATISFACTORY TO T H IS  BANK

G IL B E R T .

FOB FILES |
M, B. Daniels |
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Authority E.Q* 12̂ 53

TELEGRAM 
LEASED WIRE SERVICE 

RECEIVED AT WASHINGTON

19-17 DEC 19 PM 4 37

EC’D i n  f il e s  s e c t io n

1 DEC 2 41947 .
j ^  ^  yt:

WB17WASH B636 NY 19-351 BOASO OF GOVERNORS
FEDERAL RESERVE SYSTEM

SMEAD BOARD

REFERRING YOUR WIRE RE ALLOCATIO N OF S E C U R IT IE S  THE ANSWER 

IS  YES

SPROUL.

FOB FILES 

w . k  t v

I
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Authority E.O* 12^58

TELEGRAM 
LEASED WIRE SERVICE 

RECEIVED AT WASHINGTON

19*7 DEC 19 PM 3 36

BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

'/

WA79GC23WASH H 99 STL 1 9 -2 0 6  

m S M  SMEAD

, ,, fr i ,j ■ y

REURTEL D A V IS  PROPOSED METHOD FOR REALLOCATION 

OF S E C U R IT IE S  IN SYSTEM ACCOUNT AS OF JANUARY 1 T 9 4 8  

IS SATISFACTORY TO OUR BANK

H IT T .

PO.T?
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WA69WASH RH 

SMEAD

RICH

T f l  f g r a h  _

19*7 OEC 19 PM 2 26

JHSC’D IN PILES SECTION

DEC 2 41947
■V i; 3  '■/ -v

1 9 -2 2 3 OARD O F g o v e r h o r s  
OF THEFEDERAL RESERVE SYSTEM

FLAN FOR REALLOCATION OF S E C U R IT IE S  IN  SYSTEM ACCOUNT 

OUTLINED YOUR T E L EGRAM 1 8 th \ s A T  ISFACTORY TO THIS B A N K . IT  IS

ASSUMED YOU CONTEMPLATE DEDUCTING FROM THE TOTAL BUDGET FIGURES
f'

ESTIMATED REIMBURSABLE EXPENSES AND RENTAL OF BANK OWNED 

FURNITURE AND EQUIPMENT

LEAC H .
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a pm 2 22

REC’D i n  f i l e s  s e c t io n  

DEC 2 41947

Qf G0V£W°RS

WA68G00BBWASH J1 0 1  KC 1 9 -1 1 5  

SMEAD Y ?

REPLYING YOUR W IR E , IT  IS  NOT F E A S IB LE  TO QUICKLY O BTAIN  VIEWS 

OUR BOARD OF B M  DIRECTORS OR EXECUTIVE COMMITTEE ON PROPOSED 

CHANGE IN MAKING ALLOCATIONS IN SYSTEM OPEN MARKET ACCOUNT, 

H M  BUT FOR MY OWN PART I AM EN TIR ELY  AGREEABLE TO THE 

CHANGE* PLEASE AD V IS E  IF  ANYTHING FURTHER D ESIR ED  ON OUR BEHALF 

IN T H IS  CONNECTION .

LE E D Y .

I  ? 0LFOP. FIXES
M. E. Darnels
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wAi? swash c49 
SMEAD

PH ILA DEC 19-1225P

BF.C’D i n  f il e s  s e c t io n  

DEC 2 41947
U A o E U -  S C f t V T E ^  — -----------------

DECEIVED AT WASHINGTON

1947 DEC 19 PM (2 2 9

board o f  .g o v e rn o rs
OF 7 HF

FEDERAL RESERVE SYSTEM

IT IS SATISFACTORY TO THIS BANK TO BASE REALLOCATION OF SECURITIES 
IN SYSTEM ACCOUNT AS OF JANUARY 1, 1948, IN ACCORDANCE WITH THE
PLAN GIVEN IN YOUR TELEGRAM OF DECEMBER 16, 1947.

DAVIS
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TELEGRAM 
LEASED WIRE SERVICE 

RECEIVED AT WASHINGTON

I
K E C ’D  i n  f i l e s  s u c t i o n  

DEC 2 41947
-j j . y-

1947 DEC 19 AM II 35

WA39WASH B 96  BOS 1 9 -1 1 1 5 BOARD OK GOVERNORS 
OF THE

FEDERAL RESERVE SYSTEM

SMEAD BOARD

WE ARE IN AGREEMENT W ITH PROPOSIT I On !T O  HAVE REALLOCATION ,

OF S E C U R IT IE S  IN SYSTEM ACCOUNT AS OF JANUARY 1 1 9 4 8  BASED ON 

1 9 4 8  ESTIM ATED EXPENSE AND D IV ID E D  REQUIREMENTS USING ESTIM ATED

1948  BUDGET FIGURES

WHITTEMORE.
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■WA25WASH FB ATLA 1 9 - 9 ^ 6  

SMEAD

telegram
WIRE SERVIC

IN FILES SECTION

„ DEC 241947 "

RECEIVED AT  WASHINGTON

m  DEC 19 fO 00

' OF GOVERNORS'
OF THE 

FEDERAL RESERVE SYSTEM

PROPOSAL TO BASE REALLOCATION OF S E C U R IT IE S  IN SYSTEM ACCOUNT AS OF 

JANUARY 1 , 1 9 4 8  AS O UTLIN ED IN YOUR TELEGRAM OF DECEMBER I f l ! I S  

SATISFACTORY TO T H IS  BANK

M C LA R IN .
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Authority E .Q *  U ^S S

TELEGRAM 
LEASED WIRE SERVICE 

RECEIVED AT WASHINGTON

*^G'D IN FILES SECTION

DEC 2 41947
3  / - aj -j

WA24G48BD WASH 2)14 CLEVE 1 9 -9 5 1  

SMEAD

1947 DIG !9 AM 10 00

BOARD OF GOVERNORS 
-OF THE 

FEDERAL RESERVE SYSTEM

RETEL DEC 1 8 .  PROPOSED BASE REALLOCATION OF S E C U R IT IE S  SATISFACTORY 

TO OUR O F F IC E R S *.A M  CONFIDENT DIRECTORS WOULD G IV E  APPROVAL IF  

NEEDED.

G ID N E Y .
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IN p il e s  SECTION ’

WB07 | DEC 2 41947

S006GTTWASH 119 MPLS 19-1023
SMEAD

REURTEL DECEMBER 18 REALLOCATION OF SECURITIES IN SYSTEM ACCOUNT WE ,
i

BELIEVE IT WOULD BE PREFERABLE TO USE ACTUAL 1947 EXPENSES FOR 
ELEVEN MONTHS PLUS ESTIMATE OF DECEMBER EXPENSE RATHER THAN 1948 
BUDGET ESTIMATES OF THE RESERVE §ANKS. IF CONSIDERED ADVISABLE 1948 
EXPENSE ESTIMATES FOR BttGPNK BASIS OF REALLOCATION OF SECURITIES IN 
SYSTEM ACCOUNT COULD BE MADE ON EXPENSES SECOND HALF 1947, FIVE MONTHS 
ACTUAL AND DECEMBER EXPENSE ESTIMATED. EXTENT TO WHICH RESERVE B M M t  
BANKS HAVE ALLOWED FOR CONTINGENCIES IN 1948 BUDGETS AND FOR POTENTIAL 
EXPANSION ARE NO DOUBT NOT PROPORTIONATE AND IF BUDGE HGURES ARE 
TO BE USED IN THE FUTURE FOR THE ALLOCATION OF SECURITIES IN SYSTEM 
ACCOUNT, BUDGET ESTIMATES MIGHT BE MORE LMHWK LIBERAL IN SOME CASES
THAN OTHERWISE. OUR PLAN WOULD USE AS A BASIS ACTUAL EXPERIENCE j ~~

, 4 i

RA^ER THAN ESTIMATES OF ANTICIPATED ACTIVITY AND CONDITIONS. j M ®
PEYTONDigitized for FRASER 
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Authority E .&• IffiSS

TELEGRAM 
LEASED WIRE SERVICE 

■RECEIVED AT WASHINGTON

1947 DEC 19 AM 9 29

BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM

WA18g26wASH L115 SF 18-J4J : \

BOARD r '

REURTEL DECEMBER 1 8 ,  WE HAVE SUBMITTED VERY TIG H T 1 948  

BUDGET F IG U R E S . HOWEVER, UNDER ASSUMPTION THAT OTHER 

RESERVE BANKS HAVE L IK E W IS E  SUBM ITTED CLOSE BUDGET 

ESTIMATES IT  IS  SATISFACTORY TO US TO USE 1 9 4 8  BUDGET FIG URES.

AS ESTIM ATED EXPENSES FOR 1 9 4 8  FOR PROPOSED REALLO CATIO N.

OF S E C U R IT IE S  IN SYSTEM ACCOUNT. WE SUGGEST THAT A

REVIEW MIGHT BE MADE ALONG ABOUT MIDYEAR TO SEE THAT THERE •

IS NOT S U F F IC IE N T  V A R IA T IO N  BETWEEN BUDGET ESTIM ATES 

AND ACTUAL EXPENSES TO MAKE ANY M ATERIAL DIFFERENCE IN THE 

ALLO C ATIO N .

EARHART.Digitized for FRASER 
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Authority E . Q *

y

BOARD OF GOVERNORS
TELEGRAM

K W T  t f o b s  s e c t i o n

O F  T H E

FEDERAL RESERVE SYSTEM
L E A S E D  W IR E  S E R V IC E

WASHINGTON

Deesaber 18, 19k7

Whitt oswro • Boston
Sproul * % m  York 
Williams - Philadelphia

YWB| * Chieage Paris * St. Louis 
Bsytm - Minneapolis 
Leedy * lanaas City 
Gilbert - Dallas 
Rarhart - San Franoiseo

Gidney - Cleveland 
Leach ** Rioh&ond 
McLarin - Atlanta

2fc aeoordonee with action at meeting of Federal O p m  Iferket

CoMnittee on December 9* it is proposed to base reallocation of 
securities in Systesi Aooount as of January 1* 19i*3, on 19l*3 

estimated expense and dividend requireaonts, with, of oourse, 

neeessary adjustm«&ts in allooations to prevent reserve ratio of 

any Ssnlc from falling below 35 por eent, and to use the 191*3 

budget figures submitted to the Board as the estimted expenses 

for 191*3 • Is this satisfaotory to your isnkt

sim m
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Miri* rn FILES S.BCTKW

DEC 2 41947
TELEGRAM . 1 • *' Y" "<

l e a s e u  w ire  s e r v i c e  ■ .  :— 1
RECEIVED AT WASHINGTON

m  DEC 18 PM 6 04
*

BOARD OF GOVERNORS WB33G06WASH GX253 CGO 18-4^7 OF THE
1 FEDERAL RESERVE SYSTEM •

SMEAD - BOARD '

YOUR WIRE! CONCERNING REALLOCATION OF SECURITIES IN SYSTEM ACCOUNT 
AS OF JANUARY 1, 1948, PLAN AS SUGGESTED IN YOUR WIRE SATISFACTORY 
TO THIS BANK

YOUNG.
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TELEGRAM 
LEASED WIRE SERVICE 

RECEIVED AT WASHINGTON

’D IN FILES SECTION
DEC 191947

;.f %  3 .  3 Y Z

18 PM 4 23

WA02WASH B310 NY 18-411 
MR SMEAD BOARD

BOARQ OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

LOOKS F IN E . NO CHANGES TO SUGGEST

ROUSE

•<Wa*UWMfc;i» KK.,4 ,

9 m  m m
I B, feifl
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Authority 11*35%

TELEGRAM
BOARD OF GOVERNORS

O F  T H E

FEDERAL RESERVE SYSTEM
L E A S E D  W IR E  S E R V IC E

WASHINGTON

REC’D IN FILES SECTION
DEC 191947

Dooombor IQ , 19̂ 7*

Sous# - JNnw York

It is proposed to s«id following toXogrsm to all FodomX 
Bosarro Bonks regarding January X roaXXooation. Bo you 

haro any ohangos to suggost?

T&x aooordanoo with aotion at Mooting of FodoraX 

Opon Markot Coaaittoo on Doosabor 9* It is proposod 

to baao roaXXooation of soouritios in Systom 

Aooount as of January X, X9l*8# on X9l*S ostimatod 

oxponso and diridond roquiromonts, with, of eourso, 

nooossary adj us taunts in aXXooations to provmt 

rosorro ratio of any Bank from faXXing boXoir 35 por 

oont, and to uao tho X9t|5 budgot flguros subalttod 

to tho Board as tho ostinatod oxponsos for X9l*8# is 

this satisfaotory to your Baakt*

IVEAB
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./
REC’D TN FILE S XTION

JaN 8 1948

After reviewing the present plan of allocating securities

in the System Open Market Account to ascertain whether any changes 

were desirable at this time and with a view to possible simplifica

tion of the formula and of the work involved in the reallocations, 
Mr. Smead and I make the following recommendations

1. That interest bearing securities in the Account be 
allocated at the first of the year on the basis of 
the expense and dividend ratio of each Bank as 
against all the Banks; that this allocation be the 
only one for the year; and that the same basis of 
allocation continue in use. However, profits and 
losses on interest bearing securities would con
tinue to be allocated on the basis of the average 
holding ratio for the preceding five years,

2, Holdings of Treasury bills would likewise be al
located on the expense and dividend ratios to the 
extent that the several Reserve Banks were able 
to acquire such securities within the limits of 
maintaining the reserve ratio of 35 per cent or 
such other percentage as the Committee may de
termine, Profit and loss on Treasury bills would 
be allocated on the basis of the current Treasury 
bill holding ratio of each Bank as of the day 
profit or loss is realized.

R, G, Rouse

December 9, 19U7
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F e d e r a l  R e s e r v e  B a n k  

o f  N ew  Y o r k

m

December 5, 194-7.

Mr , E . L . Smead, Director,
Division of Bank Operations^
Board of Governors of the
Federal Reserve System, 

Washington 25, . D. C*.
Dear Ed*

If the attached (1) and (2) are in accord with your
■understanding, could it not be mimeographed, wi£h the following 
heading, for presentation on Tuesday? _

After reviewing the present plan of allocating 
securities in the System Open Market Account to as

certain whether any changes were 4e sir able at this 
time and with a view to possible simplification of 
the formula and of the work involved in the realloca

tions, Mr. Smead and I make the following recommendation:

Very truly yours,

Robert G. Rouse, 
Vice President,
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F e d e r a l  R e s e r v e  B a n k  

of N e w  Y o r k

Dear Mr. Sinead:
We received your letter of December 1, 1947 \ 

and have today sent to the Reserve Banks a copy of the 
computation showing the adjustments made in participa
tions in System Open Market Account on December 1, 194? 
pursuant to the plan adopted at the meeting of the 
Federal Open Market Committee on September 21, 1944* 
as amended June 20, 1945*

Enclosed herewith is a copy of the letter of'€;
transmittal, together with three copies of the computa
tion, also copy of telegram which was sent to each of 
the Federal Reserve Banks on December 1, 1947.

Yery tri .ours,

Robert Gr. Rouse, 
Manager, System Open 
Market Account.

Mr. E. L. Smead, Director, Division of Bank Operations, 
Board of Governors of the Federal Reserve System, 
Washington 25, D. C.

Enclosures (5)
ICTORY
BUY
U N ITE D
S T A T E SWAR

ONDS
AND

STAMPS
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t eaolom  herewith eoaputatioa of the readjmataaats aade on 

| Deeeaber X# ia tlie participations of the Federal Baser**

Banks in tfce Systea Open Market portfolio.
i
| fery truly your**
II

is[![[

i

ii

\

I
i

i
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MISC. 140A 4 0 M -I2 -4 4

s B c m n s s  v m x i m m t  
w m r t

m m m  to n  * **
FEDERAL RESERVE BANK OF NEW YORK

RECTI) IN FILES m . TION

DEC 5 1947
x m r p  m  n m  m i w

t o  D1X0K1H0 m w m  10 m &  n

m m m  %, 0 2 61947

BgSHOT BACK *S im riH B 'TO M i

R*adJii*t»eRt of partieip«ttioB* in GownuMmt s»curiti#* ml£ in Syatm A**omt 
it boij&g mmdm today *skd«r %m gHam for r*ello«*ticm of Oowp«at#»t securities «<iopt«<i 
by tlMi Federal Open Ibtifcftt Cawlttft* Septmtiw* 21, 1944* *9 anoadod $m* 20, 1945 • Hm 
•0Bgmt*tl0Bs shoninf «djmst8*at« «*d« in g>*rtieipati©n* of th® Federal it##*-**
Banka 9111 b# aailed to sll &«*•*** Baoke on 2>eee«b«r 2* 1947* eo*pttteti«>ita

t w w m m
t&dleete aa EldEjutl of | in your fmriisipatioti la iutereat-be&rla*

X9CRSA&1
obligation# «ud aa BECtliSE of $ in your participation in mty Bill*, leaking 

XfCiBASt 1
• »et D B C m s i  of $ in your to1»lWrtl«ip«tion ia t !*# $y»te» Aoeewit*
I<mr bank will receive thl# afteraooa the 
to be wade today*

#&©*iii£ th* detailed entriea

\
m a i f f i
SWBBIfS riwr BTf T 1) TOTAL

S1ITTHE$RS# BOStOV D K M i B A ^ , 6 5 9 , ^ 0 usmx&sE §36,9X6,000 IRCSMSt #11,857,000

* m < U M 9mn.kv>WLrxu ZIRKEA8K \ , 5 X 7 , 4 o OKSuAS* 15,5*5,000 CSCSiUSF 13,0tt,0CG

m m m § c u m r o m s w m t , l i ^ J ^ O O O IBCSfASE 11,499,000 Btauust 5,492,000

tuei, * i o * » x m w m * 36,427,OCO I»CR**S* 21,123,000 I*C»75S* 57,550,000

««LiRU, M i K T A I K R U & t 43,750,000 n a t m t 20,463,000 IiCSttSE 64,218,000

m m ,  m a m ivtnust 11,239,000 I K t U S l 144,020,000 iHcsrjs* 155,259,000

w a s ,  * n  tools HCREASB 42,194,000 v m m m 65,759,000 BgCREt.SE 23,565,000

rniDa,OHKKAFau8 MCKiusr 33,060,000 t m m s t 9,624,000 x t e m m 42,634,000

unit, U * 8*8 CITI DECTKAPS 36,426,000 IHCKŝ f.S. 15,458,000 CECKs SB 20,968,000

c r i s m ,  m u m tlCKUSK 46,239,000 w m m m 53,*35,000 BSCS»*SI. 7,596,000

SinuKT.SAB m u c i s e o DECKS*SE 44,368,000

K W 8 I

m a m m 5,744,000 m c m s t 50,112,000
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’ ^Oll Xj ' REAI.rOCVTION OF GOT S^C^ITir:? T.' CYST'’K OF̂ 'I KALlKMT AG'OU1IT, DEC El !EER 1, 194-7 
(111 thousands of dollars)

Page 1

Syrten Bocton New
York

Phila
delphia

Cleve—
land

Rich
mond Atlanta Chicago St.

Ip u Is
Minne
apolis

Kansas
Citv Dallas San 

IFrancisco

Expenses, 19b7

E pEsiina
k

c o e y a a S

diSden Is, 19Ul
use i and dividends

t Current liffrnings* *
lm Estimated earnings# 19Ul» 

other than on Government 
seourities 2* On interest-bearing securities 
in System Account to December 1 

3* Total*
E* Exoess of ^C* over *0-3"
F* Allooation required (on basis of

1*020516# earnings rate) to produce

G* Average daily participations# 
per cent, in interest-bearing 
seourities in System Aocount 
sinoe November 30# 19̂ *2

H# Allocation of interest-bearing 
seourities on basis of "V" 
(#9,650,663,000 plus 
#208,636# 000)

61*. © 3 1*,360 14.876 4.358 6 . ®  2 4.302 3.483 8.559 3.880 2.012 3.385 3.103 5,9*i3

11.523 671 4,052 854 1.124 485 44i 1.381 379 253 384 1*87 1,072

75.756 5.031 18,926 5.212 7 . 1 5 6 4.787 3.924 9.940 4,199 8.a65 3.769 3.530 7.015

2.868 162 718 193 368 147 96 380 223 111 257 50 163

73.063
75.931

4,925
5.087

18,464
19.182

5 ,0 8 6

5.279
6,818
7,186

4,576
4,723

3.790
3.886

9.489
9.869

3.915
4.138

2 , 1 1 7
8 .2 2 8

3.586
3.783

3.404
3.454

6,953
7,116

-175 -56 -854 -67 -30 64 38 71 61 37 -14 76 -101

206.636 —66.764 -302.821 -79.878 -35.766 76,301 45.304 84.647 72.785 44.112' -16.691 90,608 -120,1*13

100.0 6.9757 24.0900 7.4730 9.6741 6.3428 5.3327 12.9241 4.9961 8.8429 4.8872 U* W*89 10.0125

I* Total allooations 
j* Present allooations 
K* Change in allooations

9,859,299 687,755 2,375,105 736,785 953.799 625.356 525.767 1.271*,226 492.580 260.290

9.650.663 620,991 2,072»28U 656,907 918,033 701,657 511*011 1,358,873 565.305 384.408

9.650.663 645.650 2,165,266 654.390 935.084 665.230 527.321 1.347.634 525.111 291.31*2 

-84.659 -92.982 +2.517 -16.991 *36,1427 *10,750 +11,39 +1*8,194 +33.060

1*81,844 108.6JO 987.168

1*65.153 529.258 866,749

501,579 1*82.999 911.U7

-36.1*26 *1)6,259 -44.368

* Exolusive o f  earnings on Treasury b i l ls *
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COKFIfBKTIAL REALLOCATION OF GOVERMfENT SECURITIES IN SYSTEM OPEN MARKET ACCOUNT, DECEMBER 1, 1947
(In  thousands o f d o lla rs ) Page 2

System Boston How Tork ■■■PKITa- -
delphia

Cleve
land

fcioh-
mond Atlanta Chicago St.

Louis
Minne
apolis

KansasCity Dallas San
Francisco

II. Allooation of Treasury BillsL• Distribution of estimated earnings
on bills for year on basis of ^3" 73*992 5.161 17.825 5# 529 7,158 4*693 3,946 9-563 3*697 2,104 3*616 3*292 7,408

M. Earnings to December 1 on bills
in System Account 51*706 4,102 7,149 4,554 6.194 4,082 3,487 6,018 2,984 1,787 3,077 2,507 5.765

S. Earnings to December 31 on 
bills in Option Accounts 13.1*34 186 8,130 353 154 112 42 3,085 240 84 132 52 814

t Pro rata share of earnings from 
bills in System Aooount for 
Deo# ("L* minus and 8,852 873 2,496 62? e io 499 417 U6o 473 233 407 733 829

P. Allocation of Systoa Aooount 
b ills in proportion to *■&" 12,557.968 1.,238,489 3.51*0.972 882,406 1,11+9,114 707,911 591,581 652,583 671,026 330,547 577,394 1.C9&877 1,176,068

Q. Portion that Baziks eaxmot take 
due to lm  reserve ratio* 1,001,638 3l<7,155 75,117 579,366

B. Distribution of to Banks 
with highest reserve ratios 1,001,638 1,001,638

S. Pinal allocation of Treasury 
b ills  in System Aooount 
(V" minus plus "R*) 12.557.968 891.33U 3,51*0,972 882,1+06 l,li+9,lll+ 707,911 591,581 1,654,221 595*909 330,547 577,394 460,511 1,176,068

T* Present allooations 12.557.968 854,818 3.658.757 097,991 1,137,615 686,788 571,113 1,510,201 661,668 320,923 561,936 514,31)6 1,131,812
TJ. Change in allooatlons — +36.516 -117.785 -15,585 +11,499 ♦21,123 ♦20,1+68 +144,020 -65,759 +9,624 +15,458 -53,835 -5.7W*

III. Total Allooation of System Account Securities
V. Participation in System Account 

(**1* plus *S*) 22,208,631 1,512.325 5.613.256 1,539,313 2,067.147 1,409,568 1462^52 3,013,094 U61.214 654.949 1,042,547 989.749 2.042,817
W. Change in participation — +11.857 -210.767 -13,068 -5,492 ♦57,550 ♦c>4,218 +155,259 -23,565 +42,684 -20,968 -7,596 -50.112

* Based on note and deposit liability and reserve figures Earnings rate, December 1, on Treasury bills
in System Account, •945858̂
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in fiuts section

JAN 2 3 J348
1 3  3 .  V *

04s

December 1, 19b7

Mr, Robert 0, Rouse, Vice President,
Federal Reserve Bank of Mew Xork,
Mew 7ork 1*5, Mew Xork.

Bear Mr. Rouse*

there is enclosed a statement showing 
adjustments to be made in allocations of Govern* 
ment securities in the System Open Market Account 
as of December 1, 191*7, prepared in accordance 
with the formula adopted by the System Open Market 
Committee on September 21, 191*1*, as amended June 20, 
191*5.

Very truly yours,

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

Enclosure

Digitized for FRASER 
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BUt muaiJOCATsm w  wmmmtr sucoHrms ih mssm  o m  im xst accomt,
f Si doiXasv) A ift 1

t P*r *
j u JB b SLmJu

&A. *to4 iw m at ox$*a*o«# %$& &t*853 

X«ti totod dlfilm di# I f l f  

V T W I& t«i uptsM i tad i lv iM i

r Carroa* «tr»lag«*i
1« lH lw tlil «triia (i» S$i#*

. 0%laWP %iwmi 4tt ®OWW*aBO®(&
— grit I—  

li d» M t o r i t l M
ia 8y«t«« Item sl to Otiwbir  I

9* to****
X* £x*o»« of iw r *&HP

F* Allooatioa r«%airo* (oa fea«i« of 
X.0P051&* aaraiagt fato) *• prodwoo 
•amine* for I o q w o l  %# V  *

§* AY«r«f« dmily portlolpotloao* 
per Midi In tnt*rmtt-INHiriflg 
n it f lt i* !  ts Syofco* Aaecnat 
liaM  goraaVor 5©*

A U o^tlia of latoroot**oorla§ 
ooourltloc oa fcaait o f *©* 

pl»*
9*89*#W 487*755

X* Total olloofttloa* 9#^5M^5 6?0i99l

l»  Proaoafc iU «i* ti« i«  9*650*663 6ii5#650

I* Cfeaago ia allocations -•

* Atlanta* f t t u d 1
mIGEHm B hN w

614.855 U.560 1U.876 b.538 6.818 b.308 5 . W 5 8.599 5.880 8.01f 5.585 3.105 5.9fc

11,5*3 671 b.052 85b 1.18b i m 1.581 379 855 58b bar 1.07*

75.756 5 . 8 H 18.988 5.818 7.156 b.787 5.98b 9.91*0 U.199 8.865 5.769 5.550 7.015

£.868 I6e 718 195 368 1K7 96 580 » U 1 m 5 0 165

75.065
75.951

U.985
5.087

18«b6b
19.188

5.086
5 . 0 9

6.818
7.186

b.576
b.785

f.790
5.886

9 J * 9
9.869

5.915
S.1J8

*.117
8.888

5.586
5.785

5»b0b
5»b5b

6.955
7.116

-175 ~25k -67 -^0 61* 18 71 61 57 -11* 76 -101

{•06,656 -66.761* -J02.8« -79.878 -35.766 76.501 45.30b 8 M K 7 78.785 bb.118 -16.691 90.6C* -ieo .1413

100.0 6.9757 rtutyoo 7.1*730 9.6?i*l 6.3tee 5.33W l*s.98bl b.9961 8.81*29 b.887t 1*. 1*1*89 10.0185

8W575.M5 714.785 99.799 685.55* 585.767 l.*7b.886 b9t.5BO 160,190

8,078.88b 656.907 918.055 701,6*7 571.071 1.558.875 565.305 38b.U08

2.165,966 4S9i«*990 955.0«b 665.00 5*7.581 1.5K7.65b 5 » . m  S91.5bf

- 9&98t *fc5W >16.991 *56.b*7 «b9.750 ♦11.859 *te.l9«t *55.060

l*n.«bU ^ ( M f t  987.16s

b65.153 589.08 866.71#

501.579 b8a,999 9 U . U 7
-36.i*®6 «b6.S99 -bb.5«

• Kxolualve of n r ^ i  mi Trmmary bills*
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CN^nsyfi t XKALX0GATZOV OT aOTOWW SBCtJIITII® HI i f * f »  0PEW VASXSf ACC00HT# DBC8KHS 1, 19*<7
(la  thouoaaio o f M ]« n ) »**• »

l l  2
8y*toai N r TOfm h a iip

laai
XSn&"* Mlaata | Chiaag* j lU jg j XbaSA#

L s & « I®*1* *
COi l i l t e  ien of ootiaotod «irsl9|«

to Dooonfeor 1 m b ill*  
Syvfefca Aooount

I to SiMMbtr $1 «n 
M ilt in Option Aooorarto

£ro roto #h»re of oorttlng* firao 
M ll» In 9y«fc«li Aooowst for 
Do#* (*V  llfB t and ***)

73.99# 5.161 17,8(5 5.5*9 7.158 1*693 5.946 9.569 3.697 *.io4 3.616 3.898 7.400

51.706 4,10* 7*149 4.954 6,194 4.08* 3.497 6.018 C,984 1.787 3.077 *.507 5.765

13.434 186 8.180 353 154 UP 4* 3.085 «4o 84 13* 5* 814

6,85* 873 f.496 6 » 810 499 417 460 473 *55 407 733 889
?* i l l m t l i i  of Sy*fco» M m u I  

H ilt  ia proportion to
Q* PwtlM  thot Bukt ooa&ot tote 

4to» to %m rooorro ««ti«*
ft* Bifftribvtion of to Ba*s 

w i«i highoot f in r y i ratio*
•* Pinal alloontion o f f n tmyy 

U1U in Syaton Aooouai 
(«** mimm V  pl»« V )

12,55T#96« 1#238*1i8? $,5liO*9?* 

U 0 M . 6 3 8  347.195

88e.4o6 1.149.114 707.911 991.581 691.583 671.086 530.547 977.394 U 9 » 8 r r  1.174.068

75.1*7 579.366

T- Kn m *  •Uoaatlaa*
V* Chnp ia lU M i lm

T. f*rtl»lp»tlo» In Syct«a la w a t 
( 'I -  pin* ** ')

W* Chang* in p*rtlalp*tlon

1.M1.638

le.957.968 
1?. 557.968

1.001,658

891.534 1.540.97* 
854.818 3.658.757 
♦36.516 -117.785

88?.4o6 1.149.U4 707.9U 991.581 1.654. * »  995.909 330.547
897*991 1.137.615 686.788 5T1.113 1.510.801 M M M  380,90
-15.585 * n j m  ♦ » , 1 «  ***468 *144,080 <65,799 «9.*S4

U Total Allocation o f 8y«ton Aooount I t n r i l i i i

577.591*
561,936
♦15.458

8**806,631 1,51*,385 5.613.856 

—  ♦11.857 -810.767

• BbwM ob sot* «nd toyMlt liab ility  and n n r a  f lg m taa of elOM of Wotwt«r 99, 1947.

1.539.313 8.067.147 1 ^ 5 6 8  U 6 a 6 5 *  3.013.09b U 6 W 1 4  6&4.94P 1.o4*.547 

>13,068 -9.49* *57.550 *6ii,ei6 *199.859 -0.565 ♦4fi.0«* -80.968

Earning# rato# Dooonbor 1, on Troatury b ills  
ia BywUm Aooount* *8145̂ 5®̂

460,511 1,174,068 
914.346 1.181,812 
• S M 8 5  -5.744

989.749 8.04S.817 

-7.996 -50.11*

Reproduced 
from 

the 
Unclassified 

I Declassified 
Holdings of the 

National Archives

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
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Authority E .Q • 12̂ 5%

TELEGRAM
RECOIN FILES S it-TION

uE O  2  1947
BOARD OF GOVERNORS

O F  T H E

FEDERAL RESERVE SYSTEM
L E A S E D  W IR E  S E R V IC E

WASHINGTON

Bw«ib«r X, 191*7

Rou*« ~ I«w lo rk

Thl* w ill  eonfirai understanding in  t*l«phor» conversation th a t

o f p artic ip atio n s in  System Aooount w i l l  be u  fo llow s, 

in  t^aaai&ls of dollar*-*

F  = £j _ i m

IntarMt-baarlng
■•euritlM

Trsuury
bill* Total

Boston -21*,659 +36,516 +11,857
Mmr lork -92,982 -117.785 -210,767
Philadelphia +2,517 -15,585 -13,068

CleTeland -i6, m +11,1*99 —5,1*92
HUbwul ♦36,1*27 +21,123 +57,550
Atlanta ♦143,750 +20,1*68 +61*,218
(SidMfo +11,239 +11*1*, 020 +155,259
St. Loula +1*2,191* -65,759 -23,565

+33,060 +9,621* +42,681*
Kaoaaa City -36,1*26 +15,1*58 -20,968

+W»a3? -53,835 -7,596
S*n rr*noi«o» *4*1*, 368 -5,71* -50,112

..afW**5

r % o .

fa--'Digitized for FRASER 
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r Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED

Authority E .Q * 11̂ 5%

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

o f  N e w  Y o r k

jffiC'D in files section 
NOV 191947

o  y  *2 *2

November 1 7 ,  194-7.

M r. Edw ard L .  Sm ead, D i r e c t o r ,
D iv is io n  o f  Bank O p e r a t io n s ,
B o ard  o f  G overn ors o f  th e  

F e d e r a l  R e s e rv e  S y s te m ,
W ash in gton  2 5  > D. C .

D ear E d :

I  have y o u r l e t t e r  o f  November 1 3 t h  (w ith  th e  tw o  

e n c l o s u r e s .  B o th  S i  M i l l e r  and B eh ren s a r e  away and we have  

a  somewhat c o m p lic a te d  m a rk e t s i t u a t i o n .  H ow ever, I  s h a l l  

t r y  t o  g e t  a t  t h i s  j u s t  a s  soon a s  p o s s i b l e .

S i n c e r e l y  y o u r s ,

R o b e rt  G. R o u se , 
V ice  P r e s i d e n t .
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Mr. Robert G. Rouse, Vice President, 
Federal R m m  Bank: of Hew York, 
Hew York 1*5, N. Y.

Dear Bobt

Since 1&a last Presidents* Conference Mr* Van Foss an 
md Mr. Daniels hare been giving soma thought to desirable 
changes in th# formula for reallocation of tha System Opan ■ * ¥ ̂
Market Aooount and Ur. Van Foasan has praparad a memorandum ‘ ~ '
on tha subject, a 00py of which ia anoloaad herewith. Thera 
la also anoloaad a copy of a memorandum prepared by Mr* Daniels 
In which ha conmenta on Mr. Van Foasan* a memorandum.

//• 7- ‘t 7
While I do not go along fully with tha program a at 

forth in Mr. Van Foe can's memorandum, I have fait for quit# 
some tin# noir that tha present formula la cumbersome and 
Involves unnecessary work. !ty present thinking la that «« 
could vary wall arrive at an equitable distribution of in
teroat bearing securities among tha Federal Reserve Banka 
around the firat of each year end let the ratio of holdings 
as thus established remain unchanged for the following twelve 
months. These ratloa might wall be fixed in the same pro* 
portion aa the expense m& dividend requiramenta at each 
Bank bear to the total for the System. Suoh ratios, as you 
know, are approximately the same aa the five-year holding 
ratioa. If suoh a procedure were adopted, we oould then 
use bills to adjust holdings of Banka for the purpose of 
equalising reserve ratloa • Should at some time in the future 
the volume of bills outstanding decline substantially, we 
oould change so aa to include aertificatea along with bills 
in the secondary allooation.

After you have had an opportunity to review this 
matter I ahall appreciate It if you will call me on the 
telephone In order that we may work out a procedure for 
developing our report.

Sincerely,

L x f \, .-k n p, p— 3 "
; | j | ! L 3 i f  ^ iM s iM  jo iE ji^ k ^ ra tio n f, 

ELSsjbs Upi- Enclosure* ;2 ; f~__ ^ - ' v- 1 , i r  * '
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I

M r. Smead

M r. D a n i e l s

D i f f e r e n c e s  £ rm  th e  p r e s e n t  r e a l l o c a t i o n  p ro c e d u re  i n  th e
proposed plan:

1 ,  P a r t i c i p a t i o n s  i n  i n t e r e s t - b e a r i n g  s e c u r i t i e s  w i l l  
n o t  be a f f e c t e d  by a  r e a l l o c a t i o n .

The r a t i o s  f o r  p a r t i c i p a t i o n s  i n  i n t e r e s t -  
b e a r in g  s e c u r i t i e s  w i l l  b e e s t a b l i s h e d  on some 
a p p r o p r ia te  b a s i s ,  su ch  as th e  a v e ra g e  p a r t i c i 
p a t io n s  In  i n t e r e s t - b e a r i n g  s e c u r i t i e s  o v e r  a  
p r e c e d in g  p e r i o d ,

2 ,  N o, 1  b ein g  s o ,  th e  r e a l l o c a t i o n  f o r a u l a  i s  g r e a t l y  
s i m p l i f i e d  i n  t h a t  p u rp o se s  o f  th e  p r e s e n t  p ro c e d u re  a r e  
a l l  a c c o m p lis h e d  in  th e  a l l o c a t i o n  o f  T re a s u ry  b i l l s ,
T hese a r e  ( a )  p r o v i s i o n  o f  s u f f i c i e n t  e a r n in g s  t o  c o v e r  
e x p e n se s  and d iv id e n d s , and  (b )  a l l o c a t i o n  o f  e a r n in g s  in  
e x c e s s  o f  th e  amount n e c e s s a r y  to  c o v e r  exp e n se s  and d iv 
id en d s i n  p r o p o r t io n  t o  a v e ra g e  h o ld in g s  o f  i n t e r e s t -  
b e a r in g  s e c u r i t i e s  i n  th e  p re c e d in g  f i v e - y e a r  p e r i o d ,  
s u b j e c t  to  n e c e s s a r y  a d ju s tm e n ts  i n  o rd e r  t o  m a in ta in  th e  
s t i p u l a t e d  minimum r e s e r v e  r a t i o ,

3 ,  *?he b a la n c e  o f  p r o f i t  and l o s s  a c c o u n t  i s  ta k e n  i n t o  
c o n s i d e r a t i o n  in  th e  e s t im a te s  o f  e a r n in g s  and e x p e n s e s . (T h is  
i s  n o t an e s s e n t i a l  e le m e n t i n  th e  p l a n .  I t  c o u ld  b e i n t r o 
duced  in  th e  p r e s e n t  p r o c e d u r e .)

l i .  T r e a s u r y  b i l l  h o ld in g s  w i l l  b e  m a in ta in e d  betw een  
r e a l l o c a t i o n  d a te s  in  th e  sam e p r o p o r t io n s  e s t a b l i s h e d  i n  
th e  p re c e d in g  r e a l l o c a t i o n .

From a  t e c h n i c a l  s  ta n d p o in t  th e  p ro p o se d  p la n  i s  a d v a n ta g e o u s  
b e ca u se  o f  i t s  s i m p l i c i t y .  I t  w ould r e d u c e  th e  ch a n g e s  n e c e s s a r y  i n  
h o ld in g s  o f  G overnm ent s e c u r i t i e s  a r i s i n g  from  a  r e a l l o c a t i o n ,  s i n c e  
o n ly  T re a s u ry  b i l l s  w ould be a f f e c t e d .  T h is  w ould be r e f l e c t e d  i n  a  
s u b s t a n t i a l  r e d u c t io n  i n  th e  number o f e n t r i e s  re q u ir e d  to  a c c o m p lis h  
a  r e a l l o c a t i o n .  A l s o ,  th e  p ro p o se d  p la n  sh o u ld  te;nd t o  re d u c e  th e  
a p p a re n t s i z e  o f  ch a n g e s  due t o  th e  r e a l l o c a t i o n .  T h is  i s  so  p r i n c i 
p a l l y  b e c a u s e  th e  p r e s e n t  p ro c e d u re  p ro d u ce s  a  p a t t e r n  u n d er w h ich
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interest-bearing securities are, for the most part, allocated during 
the early part of the year in the ratio of expense and dividend re
quirements and during the latter part of the year in the ratio of 
average holdings during the preceding five years. The periodic 
reallocation of intereet-bearing securities is eliminated under the 
proposed plan, An additional simplification in the procedure is pos
sible since earnings may be estimated for the entire year on interest- 
bearing securities. As long as estimated earnings for the year plus 
earnings to date of the reallocation on Treasury bills are ware than 
enough to cover expenses and dividends, the reallocation of Treasury 
bills can be accomplished in one step, subject to the adjustments 
necessary to maintain a minimum reserve ratio, it present, of course, 
earnings from interest-bearing securities alone more than cover ex
penses and dividend requirements.

A comment on No. k above may be in order. The long estab
lished procedure of allocating the various types of securities in the 
System Account as a unit has already been departed from somewhat through 
the shuffling of Treasury bill holdings to maintain the stipulated 
minimum reserve ratio. Moreover, existence of the Option Account 
Treasury bills lias accentuated the differences in relative holdings 
of Treasury bills by the Reserve Banks as compared to holdings of 
other securities. Accordingly, it would appear to be an appropriate 
time to adopt the principle that different types of securities in the 
System Account may be allocated on different bases.
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i n t e r e s t - b e a r i n g  s e c u r i t i e s  a r e ,  f o r  th e  m ost p a r t*  a l l o c a t e d  d u rin g  
th e  e a r l y  p a r t  o f th e  y e a r  i n  th e  r a t i o  o f  e x p e n se  and d iv id e n d  r e 
q u irem en ts  and d u rin g  t h e  l a t t e r  p a r t  o f  th e  y e a r  i n  th e  r a t i o  o f  
a v e ra g e  h o ld in g s  d u rin g  th e  p re c e d in g  f i v e  y e a r s .  The p e r i o d i c  

£ r e a l l o c a t i o n  o f  i n t e r e s t - b e a r i n g  s e c u r i t i e s  i s  e l im in a te d  u n d er th e  
p ro p o se d  p l a n .  An a d d i t i o n a l  s i m p l i f i c a t i o n  i n  t h e  p ro c e d u re  i s  p o s 
s i b l e  s in c e  earn in g s^ m ay  be e s t im a te d  f o r  th e  e n t i r e  y e a r  on i n t e r e s t -  
b e a r in g  s e c u r i t i e s .  As lo n g  as e s t im a te d  e a rn in g s  f o r  th e  y e a r  p lu s  
e a rn in g s  to  d a t e  o f  th e  r e a l l o c a t i o n  on T re a s u ry  b i l l s  a r e  m ore th a n  
enough to  c o v e r  exp en ses and d iv id e n d s , th e  r e a l l o c a t i o n  o f  T re a s u ry  
b i l l s  can  b e  a cco m p lish e d  i n  one s t e p ,  s u b j e c t  t o  th e  a d ju s tm e n ts  
n e c e s s a r y  t o  m a in ta in  a  minimum r e s e r v e  r a t i o .  A t p r e s e n t ,  o f  c o u r s e ,  
e a rn in g s  from  i n t e r e s t - b e a r i n g  s e c u r i t i e s  a lo n e  more th a n  c o v e r  e x 
p e n se s  and d iv id e n d  r e q u ir e m e n ts .

IN RECORDS SECTION 

APR! 81968

A comment on N o. U above may b e in  o r d e r .  The lo n g  e s t a b 
l i s h e d  p ro c e d u re  o f  a l l o c a t i n g  th e  v a r io u s  ty p e s  o f  s e c u r i t i e s  i n  th e  
S ystem  A cco u n t as  a  u n i t  has a l r e a d y  b een  d e p a r te d  from  somewhat th ro u g h  
th e  s h u f f l i n g  o f  T re a s u ry  b i l l  h o ld in g s  to  m a in ta in  th e  s t i p u l a t e d  
minimum r e s e r v e  r a t i o .  M o reo v er, e x i s t e n c e  o f  th e  O p tion  A cco u n t  
T re a s u ry  b i l l s  h as  a c c e n tu a te d  th e  d i f f e r e n c e s  i n  r e l a t i v e  h o ld in g s  
o f  T re a s u ry  b i l l s  by th e  R e s e rv e  Banks a s  com pared t o  h o ld in g s  o f  
o th e r  s e c u r i t i e s .  A c c o r d in g ly , i t  w ould ap p ear t o  be an  a p p r o p r ia te  
tim e  to  a d o p t th e  p r i n c i p l e  t h a t  d i f f e r e n t  ty p e s  o f  s e c u r i t i e s  i n  th e  
System  A cco u n t may be a l l o c a t e d  on d i f f e r e n t  b a s e s .
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F e d e r a l  R e s e r v e  B a n k  

o f  N e w  Y o r k

j f f e j  (N RECORDS SECflOfi 

A P # ^ J 9 6 8

^  : ffl L

/' r>

N o v e m b e r  5 ,  1 9 4 ? •

Dear Mr. Sinead:
We r e c e i v e d  y o u r  l e t t e r  o f  N o v e m b e r  3 ,  1 9 4 7 / a n d  

h a v e  t o d a y  s e n t  t o  t h e  R e s e r v e  B a n k s  a  c o p y  o f  t h e  c o m p u t a 

t i o n  s h o w i n g  t h e  a d j u s t m e n t s  m a d e  i n  p a r t i c i p a t i o n s  i n  

S y s t e m  O p en  M a r k e t  A c c o u n t  o n  N o v e m b e r  3 ,  a s  o f  N o v e m b e r  1 ,  

1 9 4 V ,  p u r s u a n t  t o  t h e  p l a n  a d o p t e d  a t  t h e  m e e t i n g  o f  t h e  

F e d e r a l  O p en  M a r k e t  C o m m i t t e e  o n  S e p t e m b e r  2 1 ,  1 9 4 4 ,  a s  

a m e n d e d  J u n e  2 0 ,  1 9 4 5 .

E n c l o s e d  h e r e w i t h  i s  a  c o p y  o f  t h e  l e t t e r  o f  

t r a n s m i t t a l ,  t o g e t h e r  w i t h  t h r e e  c o p i e s  o f  t h e  c o m p u t a t i o n ,  

a l s o  c o p y  o f  t e l e g r a m  w h i c h  w a s  s e n t  t o  e a c h  o f  t h e  F e d e r a l  

R e s e r v e  B a n k s  o n  N o v e m b e r  3 ,  1 9 4 7 .

V e r y  t r u l y  V o u r s ,

R o b e r t  G . R o u s e ,
M a n a g e r ,  S y s t e m  O p e n  M a r k e t  A c c o u n t .

M r . E .  L .  S m e a d , D i r e c t o r ,  
D i v i s i o n  o f  B a n k  O p e r a t i o n s ,  
B o a r d  o f  G o v e r n o r s  o f  t h e  
F e d e r a l  R e s e r v e  S y s t e m ,  
W a s h i n g t o n  2 5 ,  D . C .

E n c l o s u r e s  ( 5 )

yiCTOKY 

BUY
UNITED 
STATES
WAR
BONDS

AND
STAMPS
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: « iS C . 140A  10 O M -7 -4 5
IM i i r  ,liM tr m 4 m

FEDERAL RESERVE BANK OF N E W  YORK
W RECORDS SECTION 

APRl 81968

Hovaabar 1947*

Dm t  Mr* flhittamora*
In aocerdanoa with our talogi*aa of Hoyemtxsr 3, If47#

X andoea hamdth ooaputatlcm of th® rasdjust»#«is isada on 
ffoyawber 3, a« of Hcnraabar X9 194? in tha participation* of the 
Fadar&l Rasarw Banks In the Systaa Optn Markai portfolio*

Vary truly ycmr©,

**»♦ t t m m m  f* *hii 
Pra aidant, Fadtaral 
of Bo«toa,

Beaton, llaaflaofertaw.

&ia3.08Hfv

Eobart 0« Rousa,
Managor, Sygtaa Opan Slarkat 

t*
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M I S C .  f 4 0 A  1 C C M - 7 - 4 5

m m  «®i$ 
s i&  i  m

W£'D M RECORDS SEC
F e d e r a l  R e s e r v e  B a n k  o f  N e w  Y o r k APR !  81968

■•V * « „o.

* *]L ■.

ffovwt&feer 3, 194?

iNm4jm#ttt*&i ®i in ®wmmamm% «• h*M in account in

bolxtf m4m tsui&y, »o of »®vmb*r l 9 l$ A f§ m&mr t&o p tm  for r m t lv m t l m  of &&vermm%

adopted fcgr tho Ffxtar*! Qpm &tirkot Coaadtto* M*ptmlmr Mt X944* »* mmd*d
Jmm 20, 1945* T&o ooa£mt*Uoa* wh&viMg adjustaoiit* *&£o la p*rticl$&tioao of

F«4«r*l ««w rfi Banini *111 bo sMtilwi to e li iooorto St®*# on Howafeor £t. 1947.  Sfcooo co*piit%~
i|08M8S

tioao ia&Lcato &a of i  1a yoar porUoIjMtttoft In itifriiWkiritti 
liOtEiLii . . 

ofelif*tl«it m4 m ** ▼ in yoiir f*riieip*tioo in froaoury Sills, Jts&i&$ 

in fmr t o t o i  portioijwtioft la th o  S y it o o  

cc © u n t. too* toftofc will r t e i i w  *tei« codw i win* fh o ttittf  tho 4 o t» lX o d

•ntrlo to I# **4o today, *» of KoY**bor i, 1947*

pus. ^

m
JHISiSLMlUL S S S

MUTTJiJU&K, KtfclXM !>mxm | i?,625,00C| x UCItUCX * 29,305,030 XSCMSiSK # 1,680,000

tiu-TAMB, m u m r a u 5*159,000 AECAiASX 5,651,0CK) ££Cft£A8£ 492,003

OXBMEX, CUnriiAKO u^ao.ocw TRC-tifjASI 12,9M »«» INCttASC 24,390,003

JUtAC*, UQUK280 wmu&M 30,954,000 tmaiBtaf 16,639,000 u c m m 47,593,000

KeUftU, aTXJlNIA XiGSMSS 4,336,000 ucuun 1S,Q4$,000 lucmu 22,381,000

iobimj, m o w ISCS1A81 74,967,000 BSCtiBflt 6,668,000 UCKUSK 68,299,000

MflO, St. 10318 9,733,000 UCtH&KK 10,335,000 isesstiis 602,000

n o n * ,  u n u w o u * 31€I£&£1 5,996,000 I*C8£*Sl 7,229,0(B UCKUSK 13,225,000

m m ,  idui c i n iuckum 15,609,000 u c m a s 10,983,000 UIC&M8S 26,592,000
uJJLMXT, 0ALW8 ajraoyffrf 1,766,0j0 BCS84SB 9,115,000 l«CUA«t 7,349,000
EAlUOM, 841 IIUSCXSCO 4,361,000 ucseasi 3,631,000 C$C8EA8E 730,000

ftOgfK

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



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

Authority £.& • 12^5%

TELEGRAM
BOARD OF GOVERNORS

O F  T H E  )

FEDERAL RESERVE SYSTEM
L E A S E D  W IR E  S E R V IC E

WASHINGTON

REC 1i FILES SECIiOH
(,0V 4194?

November 3, 19h7
Rouse - Mew York

This will confirm understanding in telephone conversation that 

adjustments of participations in System Account will be as follows, 
in thousands of dollars*

Interest—bearing Treasury
securities bills Total

Boston -27,625 +29,305 +1,680

New York -105,016 -105,873 -210,889
Philadelphia +5,15? -5,651 -1*92
Cleveland +1 1,1*80 +12,910 +21*,390
Richmond +30,951* +16,639 +1*7,593
Atlanta +J*,336 +18,01*5 +22,3*1
Chicago +71*, 967 —6 6̂£ 8 +68,299
St. Louis -9,733 +10,335 +602

Minneapolis +5,996 +7,229 +13,225
Kansas City +15,609 +10,983 +26,592
Dallas -1 , 7 6 6 +9,13? +7,31*9
San Francisco -l*,36l +3,631 -730

Smead
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November 3 ,  19U7

Mr* R o b e r t  Q. H ouse, V ic e  President,
F e d e r a l  R e s e rv e  Bank o f  Neir f o r k ,
New York U5S Hew Xork*

B e a r M r, H ousei

T h ere  i s  e n c lo s e d  a statement show ing  
a d ju s tm e n ts  to  be mad® in  a l l o c a t i o n s  o f  G o v e rn -  
n e n t s e c u r i t i e s  i n  th e  System  Open M arket Account 
a s  o f  November 1 ,  19 i*7 , p re p a re d  i n  a c c o r d a n c e  
w ith  th e  fo rm u la  ad op ted  by th e  S ystem  Open M arket 
C om m ittee on S ep tem b er 21, 19UU* as amended Ju n e 2 0 ,
1^5.

V ery  t r u l y  y o u r s ,
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waiukatioh or a o r a i w m  mcmixnt n  s n t u  ops* market accoc*t, m m m m  i* ifiif
(Xb w w m t e M  #  M l i n ) Faga X

Tork
.TOET- To w

land
TfHSr ~ H 7 ~

tOttl*
MMMMHRMtMMlaaaaa
_s«a_

' ■r iKteT-’ 11 
Fraaaiaa#tyataa floataa Atlajata Chloago Dollaa

f x. *
Aî |2ib»atjf*d eurront oxpaaaas* 19̂ 7
M«ttift4d tifiteniii 19^7

C. Batlaatad expanaaa aad d H M l
Cwrraiit aarainga*i 

!♦ Batissatod earning*# 19̂ #* fltHir 
thaa on gorim— at» iwarl t t i i  

f * la intaroat-fcaarlng m u rlt l t i  
la 8yat«a Aaocxmt to Vavaafear - 

I# fatal*

B* Bxtitf of *G* mmr *D~3*
F# Allocation rwqtilr«4 (an feaaia

of 1*005106̂  aaraiaga rata) 
to produoa aaraiaga Sevaatar* 
Baaaabar aqual to *1* I

9* Avarag* daily part ioipatIona# 
far a#st» la iator»it-boarlag 
aaaaritlaa in Syatoa Aoaoont 
ainoa Ootobor 19&?

H# Allaeatlaa of ramaiadar of 
iataraat«feaariag aaaaritlaa 
(*6,605,056,000 laaa
&«@60*17i*dQO} an baala of *0*

I* fatal alloaatioaa 
Fraaaafc alloastiona 

K* Cbanga la alloaatiaaa

63,926 4.567 4.535 6.017 4.254 5.434 8.523 3.771 1,980 3.4oo 3.054 5.947
11,516 671 4,052 854 1*123 485 44l 1.376 379 *53 3« 1*7 1*078
75.448 5.05U 18.8* 5,1»9 7.140 4*739 5.875 9.899 4*150 8.833 3.783 3.481 7.019

2*814 170 681 195
t'
365 148 98 385 fyj| 114 855 58 199

65.544
68.390

4.425
4*9®

16.785
17,466

6*090
6,1*55

4.055
4^05 3.379

3.477
8.4J48,819 3*!W

3,729
1.890
2,004

3.1335.388 3.«*5
i.m 6,405

JMBft 445 1.430 415 685 536 398 1,080 1*1 885̂ 395 404 614

268,172 869.333 865.107 251,176 414.991 38l*,l*10240.887 653.662 254.807 1}8*601 239.071 371.619

100.0 6.9915 24.1481 7.4912 9.6690 6.3380 5.3216 12.8931 4.9848 2.8f?7 4.8771 4.4307 10.0252

it.356.B8U

8,605.056

8.605.056

505,813 1*047.275 

572.546 1,912,77c 

600.171 2*017.788 

>27,625 -105,016

384.885 i«19.553 274.611 250,792 599.159 216.185 123.068

576.061 855.5*4 999.081 471,679 1.818.881 470,992 861.669

570,908 * 2 .4 4 4  568.067 4S7.343 1.137.854 1*80,725 255.675

♦5.199 *11.1*80 +50,95*4 +4.336 *74,967 -9.733 *5.996

811*514 198.154 434*695

1*50.585 1*36,672 806.3*4

454,976 438.438 8X0,675

+15.609 -1.766 -4.361

a Sxolaaira of aaraiaga on T m w r y  tills*
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Gownwmuh w&mmxttm or Qmmwmt SECtmxtiss n r  m m  ora market mmm* wmwm l# *$&
(In thousand* of dollars)

fag* t

Syston ; Boston low York • mia- ; 
dolnhia

ei*r»-
land

Hl#h- , 
SMMftd Atlanta 1 CfciMf* ft*

. l#ois
Man#* : 
apolis

IUMI
City Dkllas San

Franeiato
I** Distribution of ostinatod oarmings

on bills for yoar on bssls of *0* 74*213 11*9*1

IX* Allooation of Troaanry Bills 
5,560 7,176 4,699 3*949 9,568 3*699 8*106 3*619 3*288 7,439

11# Naming i to lovonbor 1 fin bills
In Systosi Aooount 1&,886 3*50? 4,594 3.9BJ 5,393 3# 597 3*083 4,951 2,520 1*561 2*681 2*143 4,933

W* Barnlng* to Dooonbor 3* •» bills
In Option Ae©cunts 13*1+34 186 8# 18© 553 154 Ilf 1* 3,085 240 84 132 52 814

0« Pro rot* sharo of oarntaga frosi 
Mils la Bjrato* Aooount 
Goo* (•!#* *ia*s V  and *»*) 17*893 I#l<96 5,*47 1,884 1,689 m Anti 1*538 999 461 806 1*093 i Am

P. Allooation of Syston Aa count 
bills In proportion to *0* 13,568,934 1,133,971 3.901,108 973475 1,234,786 7 5 0 ,im 624,594 1,161,859 711,764 349,439 610,950 828,496 1*288*540

Q* Portion that Banks oazmot talesduo to Iso rosorto ratio* 504,663 881,907

>• Distribution of *‘Q* to Baxdcs 
with klghost rosorto ratios 30M63 50U*663

i« Final allooation of T m w r y  
bills In Systa* Aooonsfe 
(*P* si»s *Q* plus •*•) 13,562,934 911*215 3*901,438 973,275 1,834,786 684,594 1*665,982 7U»764 549,439 610,950 546,589 1*882*540

f * Prosost allooationa 13,562,934 m u m  i**oc7,3ii 978,966 1,881,876 733*7$$ 606,549 1,672,590 701*489 342,210 599*967 537*474 1,278,909

tJ« Cfcaago In alloontloas * ♦39*305 -5,651 *18,910 ♦16,639 ♦18,045 *6|()68 ♦10*335 ♦7,229 *10,983 *9*H5 ♦3*031

111* total Allooation of Systs* Aooount Soouritlos
V* Partlolpot Ion in 8jrit« Aooount 

(•i* pltto *i*)
W* Chango In participation

J»,167,990 1,1*3*761 5*814,210 1,5^9,336 t,068,710 X,JkaM<i 1#096iS73 8,878,71*3 M 8&756 

♦1,680 ~210#889 *214,390 *1*7,593 ^ * 3 8 1 *68*299 ^CB
• Basod on note and dopooit liability and rosorto flguro*

as of oloso of busloot• Ootobor |1# 19^7 •
larnlngs rato* October $1# on 
la Syotna Aooount#

611,106 M&#535 

♦13,825 *26,59® 

bills

909,861 2,068,854 

*T,5US» -730

c v s  \
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REALLOCATION OF GOVERNMENT SECURITIES IN SYSTj&l OPEN MARKLT ACCOUNT, NQVi&BER 1, 19itf
(In thousands of dollars) P*g« 1

Kansas
City --------- 8 5 5 —FranciscotSystem Boston Now

York
“TOTIa-
delphia

Cleve-
land

"RIcE”
mond Atlanta Chioago St.

Louis
Minne- 
apolls Dallas

!• Allocation of Interest-Bearing Securities
bed ourrent expenses, 19i+7

• Estimated dividends, 19U7

C* Estimated expenses and dividends

Current earnings*:
1* Estimated earnings, 19^7, other 

than on Government securities 
2* In interest-bearing securities 

in System Account to November j 
3* Total*

£• Exoess of "C" over

P* Allocation required (on basis 
of 1*005106^ earnings rate) 
to produce earnings November- 
Dee ember equal to "E* 1

G. Average daily participations,
par cent, in interest-bearing 
securities in System Account 
since October 31# 19^2

H. Allocation of remainder of
interest-bearing securities 
($8,605,056,000 less 
$4,268,172,000) on basis of " G "  2

I* Total allooations f

J* Present allocutions £

K# Change in allocations

* Exclusive of earnings on Treasury bills.

63.926 14.367 14.844 4.335 6,0 17 4,554 3,434 8,523 3.771 1,980 3.400 3.054 5.947

11.516 671 14,052 854 1.123 485 44i 1.376 379 253 383 t e 7 1.072

75,442 5,038 16,896 5.189 7.140 4,739 3,875 9.899 4,150 2,233 3,783 3.481 7.019
f 0 0 l.c? S V f / J .  / a 4 3 a f 3 c' 9

2.81)6 170 681 195 365 ike 98 385 224 ii4 255 52 159

65.544 4,423 16,785 4.579 6,090 4.055 3,379 8.434 3.505 1,890 3.133 3.ce5 6.246
68,390 4,593 17.1466 4.774 6,455 4.2« 3.477 8.819 3.729 2,004 3,388 3.077 6.405

7.052 445 1,430 415 685 536 398 1,080 l£i 229 395 4o4 614

168,172 269,333 865.497 251.176 414,591 324.410 2140,887 653,662 254.807 138,601 239,071 244,518 371.619

100.0 6.0915 24.l4fll 7-4912 9.6690 6.3320 5.3216 12.8931 4*9848 2.8377 4,8771 4.4307 io.oe32

136,381* 303,213 1,0147,275 324.885 419,333 274.611 230,792 559,159 216,185 123,068 211,514 192,154 434.695

>05,056 572,5146 1,912,772 576,061 833.924 599.021 471,679 1,212,821 470,992 261,669 450,585 436,672 806,314
1

>05.056 600,171 2,017,788 570,902 822, 444 568,067 467,343 1,137,854 480,725 255,673 434,976 438,438 810,675

!•

-27,625 -105.016 +5,159 ♦U,480 +30,954 +4,336 +74,967 -9,733 +5,996 +15,609 -1,766 -4,361
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Authority

NQv*4j*4' I .
* yw i------ •• -*«•♦«?*»- v» •• •: >

marie* in M L K t M c m n

! DLC2S1847FOKKUU FOii iî ALLOCATION OF Sf&m 0PEH MAfiKBT AfJOOUMV ^  -2
"" 11........ L  ....................J J  .W  n d L l J  .

Sines the present formula for reallocation of the Systm Account
/ 0-' r$ Vmas adopted three change* in the situation have occurred which have a very 

decided effect upon the suitability of the present formula j namely, (X) 
discontinuance of option account bills, (2) discontinuance of the pegged 
rate of three-eighths of one per oent on Treasury bill** and (3) payment 
of 90 per cent of not earnings after dividends as interest on Federal 
Beserve notes* Hr* House sent down a proposed amendment to the formula 
which eliminates reference to option account bUls and the proposed 
changes satisfactorily amend the formula In this respect* However, It 
is believed that consideration should be given to the desirability of 
a more far-reaching revision of the reallocation formula* Attached is 
a statement, prepared as of October 1, illustrating a proposed new 
formula which it Is believed Is more suitable to the present situation 
than the formula nor in use* Following is a list of the significant 
changes in the formula and a. statement of the advantages that it is 
believed result frcm these changes«

Allocation of IntersaVfrsarlng Securities
As indicated in the statement, it is proposed to substitute a 

fixed percentage participation as regards interest-bearing securities for 
the present five-year moving average* The proposed percentages confozm 
very cloeely to the present percentages as mill be noted from the following
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tabulation, which also shows that the changes in tha praaent ratios during 

tha year from October X, 19U6 to Octdbar 1, \9kl% have bean quita inaig-

nif leant#
Average daily 
participations, 

p e r  c e n t ,  in 
interest-bearing 

s e c u r i t i e s  for

Average daily 
p a r t i c l p a  t l o  m, 
per c e n t ,  i n  

interest-bearing 
securities f o r

5 years ended Suggastad 5 yaars andad Suggastad
Oct* 1 Oct. 1 find Oct. 1 Oct. 1 fixad
19kS 191*7 pWCWQt&g. 1946 191(7 parcantaga

Boston 7.05%6 6.9958 7.0 Chiaago 12.8823 12.8825 12.9
Hew York 2ii.0172 24.1816 24.2 St.Louls li.8555 4.9700 S.oPhiladelphia 7.6202 7.5105 7.5 Minneapolis 2.8178 2.8332 2,8
Cleveland 9 .$399 9.6648 9.7 Kansas City 4.8529 4.8713 h»9
Richmond 6.3653 6.3290 6.3 Dallas 4.3088 iw4l32 h*k
Atlanta 5.27U0 5.313U 5.3 San Francisco 10.0715 10.0347 10.0

Advantage of fixed ratios

1* Prafita and losses, wlien they occur, will be allocated to 
the Federal Beserre B a n k s  i n  proportion t o  h o l d i n g s  o f  securities over 
a long period of time* T h e  praaent amogeaait is designed to attain 
t h i s  objective approximately —  fixed ratios would do i t  precisely# Aa 
regards aacuritiea purchased hereafter, the effect as regards earnings 
and profit o r  loss w o u ld  bs t h e  same a a  if each Bank had purchased for 
ita own aooount a definite amount of the saourltlas in question# As 
r e g a r d s  present holdings, the effect would b e  t h e  s a a e  aa i f  e a c h  B an k  

t o  now purchaae a definite participation at book value#

2. Fixed ratios would eHaalnate the present necessity of re
allocating tha entire p r e r a iu a  and discount accounts and recomputing the 
daily accruals of interest on all interest-bearing securities «henever 
any interest-bearing saourltlas are purchased, sold or redeemed* When
e v e r  any of these things occur under t h e  present plan the percentage of 
the interest-bearing securities allocated to each Federal Reserve Bank 
i s  slightly changed and thie involves a change in the percentage of its 
participation in every issue of Interest-bearing aacuritiea in the ac
count.
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3* They would sake unnecessary the calculation of the present 
five-year moving average which involves a considerable volume of work*

hm They make possible the inclusion of estimated warnings on 
interest-bearing securities for tho remainder of the year in warnings by 
banks used in allocating thw account as a whole* This will be commented 
upon further in connection with warnings*

5* The periodical reallocation of the Systea Account would not 
affect holdings of interest-bearing securities in angr way* Accordingly, 
the net increases and decreases in holdings of Treasury bills as arrived 
at in the second part of the statement would represent total changes in 
participations in the Account* The use of fixed ratios does not, of 
course, preclude the possibility of changes In the ratios from time to 
tine, if deemed desirable* Such changes should be wade on the last day 
of a month immediately preceding a reallocation* If so made, the change 
in holdings would, of course, be effective as of close of business on 
the last day of the month and the first earnings on the changed holdings 
would be as of the first day of the following month, on which day the 
System Account would be reallocated*

6* Distribution of profits and losses would be in proportion 
to current holdings —  some Banks in the past have criticised the pres
ent arrangement in this respect*

Proposed Change in Earnings Figures

Under the proposed plan three additional items would be inserted 

3m  earnings| namely, (1) estimated earnings on interest-bearing securities 

from the reallocation date to the end of the year, (2) earnings on Treasury 

bills to date, and (3) profit and loss account to date*

Advantages of above changes

1* Under the present formula, m  January 1 expenses and divi
dends erased "current earnings" as used in the reallocation statement* At 
some later reallocation, because of the inclusion of earnings on interest- 
bearing securities to date, current earnings as used in the statement will 
exceed estimated expenses and dividends* At that time it is necessary for 
us to change the form of the statement* For example, compare the realloca
tion statement for ,faly 1# 19k6, with the statement for October 1, l$h60 
Under the proposed formula, earnings as used in the statement will always 
exceed expenses and dividends, thus eliminating the necessity of changing 
the fom of the statsment*
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2. The inclusion of these liras in eanlings makes It possible 
to allocate tha remainder of the System Account, i.e., holdings of Treas
ury bills, in such a manner as to produce any desired distribution of 
net earnings after dividends among the Federal Reserve Banks, subject to 
any limitation Imposed by the maintenance of minimum reserve percentages. 
The allooation in the attached statement is, of course, affected by the 
fact that St. Louis has a net debit in profit and loss account as com
pared with sizable credits in the case of all other Beserve Banks*

Distribution of aiming* in Excess of Expanses and Dividends
M Tio‘ 'if'"in l&tecfoedfffca£ement J'

In Item H excess of estimated earnings over estimated expenses 
and dividends are allocated in whatever ratio is desired* Mote that in the 

attached statement the distribution is made, first, in proportion approxi
mately to Federal Reserve notes not covered by gold (which would tend to 

equalise the Interest rates on Federal Reserve notes) and, then, as an 

alternative, in proportion to percentage holding* of interest-bearing 

securities conforming substantially with the present practice. Any other 

set of ratios desired could, of course, be substituted*

1* Item H represents estimated earnings for the year after divi
dends, not only for the System as a whole but for each Bank in accordance 
with whatever ratio is applied. There is no similar Item in the present 
statement. Accordingly, estimated payments to the Treasury as interest 
on Federal Heserve notes for the System as a whole and for each Federal 
Reserve Bank ean be derived by taking 90 per eent of Item "H*. As re
gards amounts for individual banks, this calculation is subject to the 
qualification that It may not be possible to distribute holdings of 
Treasury bills In strict accordance with the formula because of the 
minimum reserve requirement*

2. Whether a formula is satisfactory in aetual use depends 
veiy largely upon the results it produces in terms of the distribution 
of net earnings after dividends# The proposed formula lends Itself very
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readily to modification in this respect by asrely changing th® ratios used 
in Item "H"* In addition to tho two plan# illustrated in the statement, 
it would, of course, be possible, for exaaple, to devise ratios for HF* which would tend to equalise surplus.

Any increase or decrease in heldinrs of Treasuxy bills due to 
open atarket transactions should be allocated to the various Federal Be- 
serve Banks in proportion to Iteia "H" in order to maintain the same 
relative position of the Banks in respect to net earning* after dividends 
as would ha vs existed had the transactions in question not occurred* 
Changes in holdings of interest-bearing securities would be adjusted 
for, of course, in proportion to Item *A%

W t m m
K>A?/!i7
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Raallocation of Qorermmixb taouritiaa in System ©pan Markat Aooount, Ootobar I# 1947*
in Aocordanea with Propoaad K*w Formula 

(In thouaania of dollars}
Pag* I

29 tystam Boston I*w Tork n g r c r iJrBJfcJpl 1 S w “ -
tent * 

M
n

9 Atlanta Chisago ««*
Louis

Minna*
•poll*

baHi
. o»r Balia* tin 

Fransis00
1% O  I

I. flSprt̂ ti tft«% Banka aannot taka 
j&m to abw raaarra ratio 5.81*0,805 • 840,613 771.025 702,696 656,115 54,327 729.971 63,256

T ^ 4"tr1fru —  *** ** Banks with high*at rasarra ratio# 3,840,205 - 2,930.063 910.14!

11 inal alloaation of bills 
{*J* Minas *1* plna *t") 13.563,291 899.564 2.666.560 1,057,996 1,1*5.570 1*007,967 960.565 1,966.132 793.24? 473»4<» 684,444 386,097 1.171.744

V* Frasaat allocations 19.969.S9> 996.799 2.190,450 1,134,691 1,445.202 1.1251.976 998,846 1,835.005 692,326 479,999 761,664 579,885 1.41*6,372

0* Changw in a notations ■*** -37.169 ♦556,110 -97.893 *19,632 •26,009 ••18*269 ♦131*12? *40,921 -5256 -77,220 -199,786 •276,626

Utanttlfi Allocation of Trwturr Bill*
H« Sstlaatad aarnings on Traaaury

bllla aftar Ootobar 1 ($24*731*000)
plus *®* alloaatad in proportion
to *4* 61^88 5.690 19.672 6,097 7.865 5,121 4,506 10,466 4,064 2,276 9*969 3.577 8.189

1* Sxoass of *H* orar *©* 24,791 • 1 .9 ^ 7.106 1.974 2,214 1.575 1,117 2, 1*0 1,564 <29 l,li0 1,479 2,165

<T. iloaatlon of bills in proportion
to •!« 12*562,291-1,068,895 3,696.261 663,232 1,814^31 754,095 612 ,600 1,527,208 857.7i« 344.965 626.656 607,641 1,167.356

I. Portion that Banks oannofe taka 
dua to low raaarra ratio 501.176 169.331 124,502 207,337

L« Distribution of *R* to Banks 
with hlghaat roaerra ratios 501.170 1 501,170

V, Final alloaation of Mils 
( V  aims *«• pins •!•) 19.569.291 099.564 3.898,861 663,232 1,214,291 754.095 612.600 1,626,976 799.247 944,965 626.858 600,504 1,167,956

X* Praaant alloaations 19.569.291 996,733 2.130,450 1,194,691 1,445.202 W2&976 996,848 1,895.005 692,326 473,999 761,664 579,885 1,448,372
0* Changa in alloaations «h» -37.l69n.767.8ll -271.659 •290,971 •371.661 -366,246 -6,627 +4o,92l •128.974 •134,806 ♦20.619 -«61,016
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Roallocation of Oworxsooni «oouritio» la tysfem £p#ii liar Jett Aoocaaafc, Ootobor I, I9k7*
In AoocrdiiHf with FpopOMd lint Fw b u Ii 

{la thoutanda of dollar*}

land

**g* I

Borton Tork FhiU-
isSeMe,

Rloh**
*ond At1act* Chloago Loul»mmmmmmmmmmm

Kiimo-
apolta

Kan«a«
City $*11** San

Franolaoo

ioipatIon (por fHftxfe)
» ttbr

M10#€56

1> Alloogtlon of Xnfcyife^b— ring Soourltloe

7.9 (1*4 7.5 9*7 6.9 5*3 12.9 

581.704 2.0U»flW 6*3.254 806.075 523.534 44o4i331.071.997
S . Allocation of iHuarr Bllli

S.o e.s 

4l5.5« 232.682

4.9 lt.lt 10.0 

407.193 365.61* 01.006

$» **ti*atod • M m m  oxponio*# 19U7 63.6J7 li.ldW 14*923 4.381 5.94J 4.192 3.413 8.377 1.971! 3.360 3.047 5.9«7
?>. l*ti*atod d&Tid*nd«« Ifl# 11.509 671 4.04? #53 1.123 441 1.376 379 239 383 IM x$m

I# mcpmmm* and diridonda 75.145 s.®n 18.9TB 5.174 7.066 4.676 3.854 9.753 4*UA 2.224 3.741 3.4T3 6.998

F* 19^7
1. Olhir tbn mi So w h m b Iv T K V f  V mMPMmk IF •■■WPWSW

ooourltioa {•«*•) 2.066 180 i/ft©tJK eij Hil 156 ioi 403 214 nftii 255 54 163
2» On intoroat*boarlag *oourltl*« 

to Ootobar X 58.1435 3.987 15 ,120 4.1 1© 5.1*10 3.585 2.992 7.493 3.107 1.678 2.774 2.661 5.578
5* 0n infcaroat-boar ing aoouritioi 

aftor Ootobor I (oat* ) 20.816 1.457 9*«e 1.561 2.0 19 1.311 1.103 2.685 1.041 GtflX 1.020 916 2.082
0» Traaaury bill* to Ootobar A 47.221 3.088 10,0$* 3.619 4.786 3.216 2.717 6.915 2.297 1.415 2.411 1.837 4.888

5* Profit mad loaa aooouat Aug*51 2.365 160 194 £41 154 132 323 *17 71 123 109 251
4. foUl 131.7(8 8.812 31.536 9.697 12.737 8.142 7.0l*S 17.819 6.642 3.871 6,5« 5.577 12.962

§. Bx«fif of *F-6* c w  *1* 56.557 . 3.71*1 12.561* 4.523 5.671 3.746 3.191 6.066 2.500 1.647 2,840 2.104 5.964

I* Ioti**tod Miming• on Traaaury bills 
*ftar October X imk*n&*Qm) phw •a* allooatad In proportion to P* 1* 
not© oiroulatien i* **•«*•» of r*s«mi 
aftor doduotlos ef 35 per mmek of 
dopoolt* fro* rasarroa, for ^aoaary Augu«t 61,888 6.914 12.120 7.*58 9.552 6,948 5.078 11.651 5.168 2.668 4.088 2.806 6.41A

I* txo«M of v  ovar *§* 24.731 3.173 3.335 3.881 i j m 1.88T 3.585 2.668 1.015 1.248 704 40?

I. Allooation of bllli ia proportion
to *1" 13.563.291 1.71*0,177 -eia.503 1.829.09 2.128.468 2.75&08B 1.091*892 1.966.132 1.463,218 <se&. 386.097 261(642
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DECLASSIFIED

Authority 11^5%

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

o f  N e w  Y o r k

O c to b e r  2 ,  194-7

D ear Mr. Sm ead:

We r e c e i v e d  y o u r  l e t t e r  o f  O c to b e r  1 ,  1 9 4 7 ^and have

to d a y  s e n t  t o  th e  R e s e rv e  Banks a cop y  o f  th e  co m p u ta tio n  show

in g  th e  a d ju s tm e n ts  made i n  p a r t i c i p a t i o n s  i n  System Open 

M arket A cco u n t on O c to b e r  1 ,  194-7 p u rs u a n t t o  th e  p la n  ad o p ted  

a t  th e  m e e tin g  o f  th e  F e d e r a l  Open M ark et C om m ittee on Septem 

b e r  2 1 ,  1 944-, a s  amended Ju n e  2 0 ,  194-5*

E n clo se d  h e re w ith  i s  a  cop y  o f  th e  l e t t e r  o f  t r a n s 

m i t t a l ,  t o g e t h e r  w ith  t h r e e  c o p ie s  o f  th e  c o m p u ta tio n , a l s o  copy  

o f  te le g r a m  w hich was s e n t  t o  e a c h  o f  t h e  F e d e r a l  R e s e rv e  Banks  

on O c to b e r  1 ,  1 9 4 7 *

Mr. E . L .  Smead, D i r e c t o r ,  
D iv is io n  o f  Bank O p e r a t io n s ,  
B o a rd  o f  G overn ors o f  th e  
F e d e r a l  R e s e rv e  S y ste m , 
W ash in g to n  2 5 ,  D. C .

E n c lo s u r e s  ( 5 )

V ery t r u l y  y o u r s ,

R o b e rt G. R o u se , M an ager, 
S ystem  Open M ark et A cco u n t

ICTORY

BUYUNITED
STATES
WAR
BONDS

AND
STAMPS
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Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED

Authority 11^5%

M I S C .  1 4 0 A  10 0 M - 7 - 4 5

F e d e r a l  R e s e r v e  B a n k  o f  N e w  Y o r k
SC O w ttCOROS SECTCN 

APR 241968

October 2$ X W *

Door «r. Whitt«*orot

la accordance with ©nr tologro* of Oetobor X§ 1947* 
1 o n eloo* h o r o w ith  computation of t h o  r e * < i j t t o t » # t i t a  made on 
Ootobor 1 ,  1947 i n  tho partloipation® of t h o  F o d o rm l f to o o r v o  

Banka In the S y a t o a  Opon M a r k e t  portfolio.
foxy truly yoiaro.

S r *  k m c *  F« f h i t t o a o r o ,  
F r o o i d o a t ,  F o d o rm l B o » f ; 
B o a t o n ,  B o a s o o h a a o t t o

K n e lo o u r o .

Robort G\ R o u o o ,
Jfaftmeer, Wat#* Gpo© Horfcot Aoeount.
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Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED

Authority E .Q *

M I S C .  1 4 0 - 3  5 0 M - 2 - 4 5

w m m

p ig S ip p S W iO N
APRt24J968;

OCTOBIB 1, 1947

W L M M  B M P  1SIE T O U M lit* m iS IM  f0 MQi I S i m .  B B B R I f f l .MM JUMttCHfe J&0W i ' ..

BMdjiMtMttt of pariiflipfctlori* in G©vsrrtm*nt «ecuriti*B held in System Account 

i t  b#ing sad# today «nd*r th# plan for rtallocf tioc of GoTornrant s#euritl#» #dept#d 

by th® F«d#ral 0p#ij Earkat Conmltt## S#pt«sb#r ?1». 1944, *# *»q&ri#d Jun« ?0# 19-45* Th#
the

eosjmtfttlon# showing ndjtt#t̂ #nt# n»d# in participation# of/##T»^pl F#d«rs 1 >'##«nr* Benk# 

will b# «#ll#d to #11 Re»«nr# B&nk® on 0©tob#r 2, 1

*& XKGRSASt
DimASS of $
HOtiASl 

** DECREASE of *

oft r n m m  
v w m t m

will r#celT# thl# & ft *1710011 th#

In yoar participation in 1 

in y oar perti/ip&tion in T/# 

p#rt

#9# eo^^t#tlon» indle#t# 

#r##t-be«ring obligations and 

#ury lill#t nakifif asn#t 

Ion in th# Sy*%m Aooount* Tour

#^N4 nf th# detailed #ntrl## to b#

■«d# today*
x w m t m + t m m

siausnxxs / nKAflOBI BILLS t o m

HHItTXIC0Mf BOSTOI I»CRFA§Il_|32,4*1*030 ŝ'ttmtuSI $34,996,000 BKCTEASE #2,505,000

WILLlAiS, PHILADELPHIA BTOEASf 3,235,000 CiCmSE 195.938,000 DSCMiSE 159,173,000

GUSSIX, aif^AKB I m a i u B t 39,60$ W > DECREASE 223,294,000 PECRMSE 251,902,000

liajCh, M c m m r s \ u C N F M 4»,509/000 CKCRCMC 392,173,000 DtCM.AEi’ 349,664,000

loUBXS, ATLAHfA is fc s ^ i 31^m*0i>0 DFCKEASE 392,231,000 PRCREASE 361,042,000

Y0U*G, CHICAGO IHClEASt 71,956,000 SfcCmSt 166,643,000 BECfiEJkSS 94,687,000

BAfIS, ST, LOUIS XSCE1AS1 19,777,000 BICJUUSE 9,6*2,000 IHCKtiSt 10,135,000

FOT3II, SaiHEAFCLIS xwtmm U #74i|0OO MSCmSB 131,717,000 DICTJiSE 119,969,000

LEFEY, KANSAS CITT x m m m 19,721,000 CECRE48E 161,679,000 DtCRUSE 141,958,000

GlUim, DALLAS ISCRlASt 34, 7 a  ,000 tfCKLfSE 39,158,000 BECBKASi; 4,417,000

MBHART, SAW FKASCISCO ISCBTASE 1**42,000 DFCRUKE 169,427,000 DECREASE 167,585,000

JJOSSE
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CONFIDENTIAL
3Zcx

REALLOCATION OF GOVERNMENT SECURITIES IN SYSTEM OPEN MARK ST ACCOUNT, OCTOBER 1, 1947
(In thousands of dollars) Page 1

F-c?
LU07  WC O

g- soc

Systea Boston New
York

Phila
delphia

Cleve
land

Rich
mond Atlanta Chicago St.

Louis
Minne-
apolis

Kansas
City Dallas San

Francisco
I. Allocation of Interest-Bearing Seourities

§A. Jptimi ted ourrent expenses, 1947 
^  oc

^ t i w  ted diridends, 1947

cjC. EstimiLÛat
ted expenses and dividends

65,637 4.400 14,923 It,321 5.943 4,192 3,413 8.377 3,763 1.971 3.360 3.047 5.927

11,509 671 4.0H9 853 1 .12 3 484 441 1,376 379 253 383 426 1.071

75.146 5,071 18.972 5.174 7,066 4 ,6 76 3,854 9,753 4,142 2,224 3,743 3.473 6,998

D* Current eamings*s
1* Estimated earnings, 1947* 

other than on Government
securities 2,866 180 662 213 341 156 101 403 214 124 255 54 I63

2* On interest-bearing securities 
in System Account to October 1 58,435 3.927 15.120 4,110 5.410 3.585 2,992 7,493 3.107 1.678 2.774 2,661 5,578

3. Total* 61,301 4,107 15.782 4.323 5.751 3.741 3.093 7,896 3.321 1,802 3.029 2,715 5.741
E. Excess of "C* over "D-3* 13.845 964 3.190 851 1.315 935 761 1.857 821 422 714 758 1,257
F» Allooation required (on basis 

of 1 .0047#  earnings rate) to 
produce earnings October- 
December equal to mg*

G* Average daily participations, 
per oent, in interest-bearing 
seourities in Systea Aooount 
since September 30, 1942

H« Allocation of reaainoer of 
interest-bearing seourities 
(16,310,056,000 less

5,527,010 384,835 1,273,468 339,725 524,956 373#258 303,796 741.326 327.748 168,465 285.033 302,598 501,802

100.0 6.9958 24.1816 7.5105 9.6648 6.3290 5.3134 12.8825 4.9700 2.8332 4.8713 U.l*132 10.0347

#5,527,010,000) on basis of •G• 2,783,046 194,696 672,985 209.021 268.976 176.139 147.874 358,526 138,318 78,849 135,571 122,821 279.270

I. Total allocations 8,310,056 579,531 1,946,453 548.746 793,932 549.397 451.670 1,099,852 466.066 247,314 420,604 425,419 781.072
J. Present allocations 8,310,056 547,040 2,180,634 551.981 822,540 506,888 420.431 1,027,896 446,289 235.566 400,883 390,678 779.230
I. Change in allooations m m ♦32.491 -234.181 -3,235 -28.608 ♦42,509 +31.239 ♦71,956 +19,777 ♦11.748 +19.721 ♦34.741 ♦1.842
• Exclusive of earnings on Treasury bills.
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OOffFHWTUL REALLOCATION OF GOVERNMENT SECURITIES I!< SYSTEM OPEN MARKET ACCOUNT, OCTOBER 1, 19U7
(In thousands of dollars) Pag* 2

System Boston Mew
York

■Hav.-
delphia

C1«T*-
land

Rich-
mond Atlanta Chicago L>ul*

Minne
apolis

biiuaa
City Dallas Francis00

II. Allocation of Treasury Bills
L. Distribution of estimated earnings

on bills for year on basis of ”G" 71*952 5 .031* 17.399 5MU 6.951* 4 .5 5 4 3.823 9,269 3.576 2.039 3.505 3475 7.220

M. Earnings to October 1 on bills 
in System Aeoount 33.787 2.902 1.912 3.266 1*.572 3.101* 2.675 3,830 2.057 1.331 2.279 1.785 4.071*

N. Earnings to Deoember 31 on bills 
in Option accounts (est.) 13 MiU 186 8,180 353 154 112 1*2 3.085 2l*0 81* 132 52 8il*

0* Pro rata share of earnings from 
bills in System Account Oct.- 
Doc. ("L" minus "M* and *N*) 24.731 1 ,91*6 7.307 1.785 2,228 1.338 1,106 2.35U 1,279 621* 1,091* 1.338 2.332

P. Allocation of System Account
bills in proportion to "0" 13 ,563,291 1J06? ,250 1*.007,398 978.953 1,221.908 733.803 606,567 1 ,2 9 1,0 11 701,1*1*6 31*2,222 599.985 733.803 1,278,91*5

Q. Portion that Banks cannot take 
due to low reserve ratio* 377.351 165.513 18,762 193.076

R. Distribution of NQN to Banks 
with highest reserve ratios 3 77 .3 51 377,351

S* Final allocation of Treasury 
bills in System Account 
("P* minus "Q* plus "R") 13*563*291 901,737 4 .007.398 978.953 1.221.908 733.803 606,567 1 ,668,362 682,681* 31*2,222 599,985 51*0,727 1.278,91*5

T* Present allocations 13.563.291 936,733 2 ,130,1,50 lA3l*,891 I J4(5.202 1,125.976 998,81*8 1,835.005 692,326 1*73.939 761.661* 579.885 IMS.312
U« Change in allocations — -34.996 ♦1.876.91*8 -155.938 -223,291* -392,173 -392.281 -166.61*3 -9.61*2 -131,717 •-161,679 -39.158 -169,1*27

III. Total Allocation of System Account Securities
V. Participation in System Account

(«X* plu* "S*) 21,873.31*7 lJjfa,268 5.953.851 1.527.699 2.013.81*0 1,283.200 1,058.237 2.768.211* 1.11*8.750

W* Change in participation

* Based on note and deposit liability and reserve figures
as of close of business September 3^* 19^7 •

589,536

-2,505 +1.61*2,767 -159,173 -251.902 -Jl*9,661, -361.01*2 -91*.687 +10,135 -119,969

TreasuryEarnings rate, September 30* on 
in System Account, .721327^*

1.020,589

-11(1,958

bills

966,11*6 2,060,017 

-4,1+17 -167,585
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DECLASSIFIED

Authority E

O cto k w r 1 ,  ifkl

We. Kobwt a . Komm. Tie*
IMwsl lanm Bank of lork* 
tm lork IS# tork.
Bfluur Mr, Rouaa j

* wUfaHmefc -wfomteig
to be sutdm l& 

m m m i U m  in tt* 3y»t«* Op«i Market Account «
■«f 2* lHf# t*» t m n l m  *tth 'tbs
immtXm adopted the Syatea Open Watitotfc Ccweitta* 
«ft Saptaabar f& # 3J| Ji# aa e«endaA June +

fairy trmly

1* I*.# Smead, ftUr#«%ee# 
H v ia S iw a  e f  S a a k

fiacloaure
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CObTUmtUL mkiiQGktmw of QQv&wumt BBmmtms m system omt mmm accow?, qqtowr i , xs&($! tfeousaada of dollars)
REC’D IK Fl'SS SSCTTOH

OCT 2 1947 p^.

Systssi Boston lo w iKiii-
delsfcla

C1«T*>
land Atlanta ChlMft St.

Louis
* .SSdLlMMWMIkAu' ■XJHIW"
asolls . Cltar Dallas tei 

Franc ia 00
I. Allocation of Iitn«it>lMiita| SoourltiM

JU Sstinatad ourrant axpaasas, X?4? 63,637 4.400 14,923 4.321 5.943 4,192 3.413 8,377 3.763 u m 3.360 3.047 5 , W
B* Sstinatad dividends, XgMf 11,509 671 4.01*9 853 1.123 1*84 441 1.376 379 m 383 426 1.0TX
0« Bstiaatad expanses arjd dividends 75,146 5.071 18,972 5.174 7,066 4.676 3.854 9.753 4.142 2,22k 3.743 3.473 6,998
D. Cur root earnings* s

X* Sstieated earnings» X?4?« 
otter than ob Ckrv* resent 
securities 2,$66

2. On interost-beariiag securities
in Sjstsai Acoouat to October X 58,435

3. n»ta* & .3 0 1

180
5.5*7
4,107

662
15,120
15.782

213
4.110
4,323

341
5.410
5.751

156

3.585
3.741

101
2,992
5.093

4o3

u m
7^96

214
3.W7
3.321

12k

i#<W
1,502

255
2.774
3.0©

54
2.661
2.715

163
5.578
5.741

1, Ixeess of »oF a w  *D-3* 13.845 964 3.19© 851 1.315 935 761 1,857 821 ]|22 714 758 1.257
F. Alloeatioa required (on btill 

of l.QOVfttfC earnings rate) to 
produce earnings October- fiiuohttp eoual to *8* 5,5*7.010 384.835 1,273,468 339.725 524,956 373.25I 303.796 741,326 327.748 I66J465 205.033 302.598 501.803

1* Average daily participations, 
for 9ieti In interest-bearing 
securities in Systeal Hoomiif 
since Septcaber P# 1#1|2 100.0 6.9958 24.1816 7.5105 9.661*8 6.3290 5.3134 12.8825 4.9700 2.8332 4.8713 4.4132 10.0347

H. Allocation of rswotnder of 
interest-bearing securities 
($8,310,056,000 lees
♦5#527#0X0,000) oa ba«is of *0* *.785,01*6 194*696 672,985 209.021 268.976 176,139 147,874 358.526 138,318 78.81*9 135.571 122,821 279.270

X* Total aX>Xeeatisns 8,310,056 579,531 1,946 M 3 51*8,746 793.932 5ti9.397 451.670 1*099,852 1̂ 66*066 247,314 42o,6o4 1*25.419 781,072

«f. Present alXooations 8,310,056 547.040 2,180.634 551,981 822,540 506,888 1*20,431 1 ,027,896 Ut£#2&? 235.566 1*00,883 390,678 779.230

I* Change in aXXo oat ions ♦32,1*91 -234,181 -3.235 -28,608 ♦42.509 ♦31.239 ♦71.956 +19 >7n ♦11,748 ♦19.721 ♦34,741 H.842

* Sxelusivo of oarnings oa tip**msry bill*.
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QQKFIDlSiiflAt R&ALLOCATION OF GOVEKHliEKT r 1% BYStm 0P8K MARHST ACOOUMf, OCTOBER 1* 1$*7
thousands of dollars) P*gS 2

System Boaton Mat
t»rk

..f K i l ™
<S*lphi*

Clere-
land Biwt-

aoni Atlanta Chicago .IV.
Louis

Jiinna-
spoils City Dallas San

Francisoo

I*. Distribution of astlaattd tamings
on hills for ytar on basis of *G* 71 #952 5.034

11* Allooation of Treasury Bills 
17,399 S M k  6,954 4,554 3.823 9,2 69 3,576 2,05? 3.505 3*175 7,220

M* Bankings to Ootobar 1 on hills 
in Syste* Account 33.787 2,902 1,912 3.266 4.572 3.io4 2,675 3,830 2,057 1*331 2,279 1,785 4,074

V. Earnings to Dsoss&sr 31 on hills 
in Option accounts (sst«) 13.434 186 8,180 353 154 112 42 3.085 2I4D 84 52 814

0. Pro rata share of tamings from 
hills in System Aooount Ostu* 
Dao. (*!/» sinus *1P and *1*) 24,731 1.946 7,307 1,785 2,226 1.338 1,106 8.354 1,279 624 1.094 1.338 2,332

P. Allooation of Syste* Aoooint
hills to proportion to *0* 13,563*29* 1*0# ,25® 4,007.398 978,953 1^21.908 733.803 606,567 1 ,291.011 701,446 342,222 599,965 733.803 1.278,945

Q. Portion that Banks cannot tales 
dut to low rtstrrs ration 377,351 165.513 18,762 193,076

377#551 377,351
1* Distribution of *Q* to tales 

with highest rtssrrt ratios

S. Final allooation of Treasury 
hills in Systa* Aoooimt 
(*F* minus *Q* plus *&*)

t. Frosant allocations

U« Chang# in allocations

III# Total Allooation of Systaa Aooount Saouritlas
V. Participation in System Aooount

("I« plu* *S") a  ,873.347 1A&.268 5.953.851 1.S27.699 2,015.840 1.2)3,200 1,058*237 2,768.214 U48.750

13.563,291 901,737 li.007.398 978,953 1 .221,908 733.803 606,567 1,668,36a 682.664 

13*563,291 936.733 2.130 ̂ 50 W34,891 IJii®.202 W 25,976 993,848 1,835,005 692,326 

— -34.996 ♦! .376 ,948 -155.938 -223.294 -392.173 -392.281 -166,643 -S

342,222 599,985 

473.939 761,664 

■131,717 -161,679

1* Chang* in participation

a Based on not* and dsposit liability and rssarvt flgurss
as of olose of business September $0, 1?47*

589,536 WflD.589

-2,505 *1.6l«2,76? -159.173 -251,902 -349.664 -361,042 -94,687 *10,135 -119.969 -141,958

ftraasury hills

540,727 1,278,945 

579.885 1,41|8,372 

-39.158 - 169,427

966,146 2,060,017 

-4,417 -167.585

larnings rata, September JO, on 
In 8yst*a Account, .721327#.
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED 

Authority E.Q-12^8

'-'o ik files mxasa 
TELEGRAM I 0Grl! 134? ]

BOARD OF GOVERNORS L  __— ZZ?.
O F  T H E

FEDERAL RESERVE SYSTEM t
L E A S E D  W IR E  S E R V IC E

WASHINGTON

October 1, 19kl

Rouse • 8«t lark

fblM id.XI confirm understanding in telephone conversation that 
adjustments of participations in Syatea Aooount will be as follows, 
in thouaands of dollars*

Interest-bearing
securities fraaaurjrh<n. Iot«l

Boston +32,1*91 -31*,996 -2,505

far lork -aSfciai +1,876,91*8 +1,61*2,767

PhUUdclpkU -3,235 -155,938 -159,173

Cl«v«l*mi -28,608 -223,29b -251,902

+1*2,509 -392,173 -31*9,661*
Atlanta +31,23? -392,281 -361,01*2
Chicago +71,956 -166,61*3 -9l»,687

St. Louie +1?,777 -9,6tt2 +10,135

Minneapolis +U, 7U8 -131,717 -119,969

Kansas Cit̂ r +19,721 -161,679 -U*l,958

f f +3l*,7kl -39,158 -l»,1*17
San Francisco +1,«*2 -169,1*27 -167,585
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Authority £.& • 11^5%

"7 I /II- G  K  A. •
Bor rr o f Go v 0rno r o
Federal R^trv-e By s leii;

Hf u _ V -J' ^ < ' ; .,f

WA32WASH RH 22 RICH 1-10$4A 
VANFOSSEN

ESTIMATED EARNINGS TO OCTOBER 2 ON TREASURY BILLS HELD 
BY OUR BANK OUTSIDE SYSTEM ACCOUNT $111,648.36

NOWLAN.

)

FOR FILES

M« B, Darnels
Digitized for FRASER 
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Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED 

Authority E .Q * ll^ S S

T E L S G B i M
Bo&rd of '.;07srflOf& 

oi v?Av
F ed eral B eserve yieir

. -Vi. .1 ' . '<

’fr'0 stoss s E maR 
0 C T 2  1947

‘947 OC] AM 9 o:

WA08WASH Fl ATLA 1-839 
VAN FOSSEN

MCCRAVEY. ’

REURTJL SEPTEMBER 29. ESTIMATED EARNINGS TO OCTOBER 2 ON TREASURY
BILLS OUTSIDE SYSTEM ACCOUNT $41,74?.82.

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



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

Authority £.& •

Eourd of Governors

Federal System

fr . ^.i ; V ..i :

E L S  C V K A I

WA22GC17WASH H9 STL 1-909 
VANFOSSEN

RET£L 29 ESTIMATE! EARNINGS FOR 1947 THROUGH OCTOBER 2 ON
Treasury bills held by us outside system account 239,5 7 3 .5 3

WHICH INCLUDES 120.^2 FOR OCTOBER 2 LAST DAY OF PROGRAM
BUB .

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



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

Authority E . 0 »  l i ^ S 8

WA21GC14WASH M& DLS OCT 1-909 
VANFOSSEN

REFERRING TO YOUR WIRE OF SEPTEMBER 29, EARNINGS TO OCTOBER 2 
ON TREASURY BILLS HELD BY THIS BANK OUTSIDE SYSTEM ACCOUNT 
$51,901.63

GILBERT.

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



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

Authority E .Q *  11*15%

7 £ L E G  B  A M
Board of Governors

O t  u llv -

Federal Reserve System

Rr r  ̂i /i

WA80WASH B379 BOS 5§-338 
VANFOSSENBOARD

RETEL SEPTEMBER 29 1947 ESTIMATED EARNINGS THROUGH OCTOBER 2
1947 ON TREASURY BILLS HELD BY THIS BANK UNDER REPURCHASE OPTION

i$18^,600.94
PITMAN.

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED

Authority E .Q*

jj j j sti jy x\t J&. *
of 3overne

Federal & re System

&&Q'D IH FIL E S  SECTION

OCT 2 194?

WB^ 7WASH B428 NY 30-454R 

VAN FOSSEN

BOARD

ESTIMATED EARNINGS TO OCTOBER 2 ON TREASURY BILLS HELD BY FEDERAL 

RESERVE BANK OF-NEWYORK OUTSIDE SYSTEM ACCOUNT $8;18G,QQ0.

MILLER.

. ( p M M M f V

:.es IFOR FILES
jfl. B. Daniels

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED

Authority E  .0  •

M 223 20M 1 46 TELEGRAM 
FEDERAL RESERVE BANK OF PHI

PRIVATE WIRE SYSTEM

C O N F IR M A TIO N O U T G O IN G  V IA

O C T  2  1 9 4 7  '

B 3 3 .  3 1 3

Tan Fossen 
Washington

September 30, 1947

Estimated earnings to October 2 on Treasury Bills 

held outside System Account are 352#625.15*

R. R. Williams

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



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

Authority £ .0 *  12^5%

T E L E G R A M
Bo.£»rci of jovsrnors
Federal Ee&er^e System 

fa ■■ j  : \ :»2' • % i '||

*9*^ SEP 50 Pi' 7 k;5 
RiiC 'D In FILES SECIXOH

OCT 2  1 9 4 ? / / /

WA84WASH CT3 PH ILA 30-353P 
VAN F0SS£N

V / ; 7 ;

ESTIMATED EARNINGS TO OCTOBER 2 ON TREASURY BILLS HELD 
OUTSIDE SYSTEM ACCOUNT ARE 352,625.15.

R R WILLIAMS.

FOR FILES

M. B. Daniels

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



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

Authority £.& • 12^S%

S L S G R A M
Board of Governors 

01 me
Federal Reserve System

Rf . IVJ : i V'st-V <* . C 0,

3:1 M  '̂ nnitii
IN FILES SECIXpH

OCXS 1947'7-
0 - 5

WA21G40BB WASHD 22 CLEV 50-10 
VANFOSSEN

ESTIMATED EARNINGS FROM JANUARY 1,1947 TO OCTOBER 2,1947 
ON TREASURY BILLS HELD BY OUR BANK OUTSIDE SYSTEM ACCOUNT 
ARE. $153,557.22

SMITH.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis
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Reproduced from the Unclassified / Declassified Holdings of the National Archives

DECLASSIFIED 

Authority E  .&• 12^5%

":1 E L S  C*r K  M  
'a, ...~rd of ;iO'i;erno; o

or vik:
F e d e r a l  R e s e rv e  S y s te m

L&w&ta ..vwi.

Rf.iv.j .. V':4i o j 0,

RKXi'D Irf FILES SECTION
OCT 2  1947/ 0-;*

WA13G96WASH GX183 CGO 30-434
BOARD
VAN FOSSEN

BLACK.

REURTEL OF SEPT. 29 ESTIMATED EARNINGS TO OCTOBER 2 ON TREASURY BILLS
HELD BY OUR BANK OUTSIDE SYSTEM ACCOUNT $3,084,600

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



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

Authority E . Q*

" L 3  -or ki
B C . 5 C f .-) --

: i l u :

Federal , ■
LzM*. w i?e ojr,

to , iy*Ĵ  Vi#- %  C ^

RLC’ D I *  FILES SECTION

OCT 2 1947'Z//

30 hf 3 5<

WB08GC8QBDWASH Jl^3 KC 20-254 - 

VANFOSSEN

ESTIMATED EARNINGS TO OCTOBER 2 TREASURY BILLS HELD BY US OUTSIDE' I
SYSTEM ACCOUNT $131 ,824 ■

KOPPANG.

r°n niES 
**■ B>Digitized for FRASER 

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



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

Authority E . Q*  11^5 %

" E L S G R A M
isot.: d c r :]?V6Tno rs
Federal Reocrve Sysien

lar.awtt̂ apgw*'̂

RLC'D IW FILES SECf$0N

ocr o 1947
•<■4. -«r mum

50" ^  4  ...

WB14GC22WASH I $8 MPLS 30-2XXX 30-334

VAN FOSSEN

BOARD

PETERSON.

ES TIM A TED  EARNINGS ON TREASURY B I L L S  HELD OUTS IDE SYSTEM ACOUNT

TO OCTOBER 2 $ 8 4 , 2 3 0 .

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



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

Authority

' T E L E O R A M
£ot~r& of 3ovsrnors. 

or i&y
Federal Reserve System

sV-lX.
R ' . iv* i ■ ■ : V-’ js- n t  >; *' 5 .

WA40GC36WASH M31 18 ELP SEPT 3.0-900 
VANFOSSEN

ESTIMATED EARNINGS TO OCTOBER 2 ON TREASURY BILLS HELD’ OUTSIDE 
SYSTEM ACCOUNT $3,031.92

ELPASO.

n 49
IECD I* FILES SECUaH

OCT2 1347

f°R Ries 
M- *• Ceiista

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED

Authority E . Q*

WA12GQ7WASH L W  SFJJ0-411
BOARD

. T E L E G R A M
Boar#, o f  Governor;

nr i-tii:
Federal Reserve Svstei

I l f - ,  V U  * - V \ . V  •*

FILES SECTION'

OCT 2 1 9 4 7 /M

i947 OCT I ®  9 0/
yM-*-- '7/3 '}

REURTEL SEPTEMBER 50. ESTIMATED EARNINGS ON TREASURY BILLS 
UP TO AND INCLUDING OCTOBER 2,1947 $814,570.85

SLADE.

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED

Authority E . Q*

TELEGRAM
BOARD OF GOVERNORS

O F  T H E

FEDERAL RESERVE SYSTEM
L E A S E D  W IR E  S E R V IC E

WASHINGTON

M r> TN VVfJSS SECTION 
r r nv>9  194?

September 29, I9h7

Whitteaore - Boston 
Sproul - M m  Xork 
Vvilliams - Philadelphia 
Gidney - Cleveland 
Leach - Richmond 
M c L a r in  - Atlanta

Young - Chicago 
Davie - St. Louis 
Peyton - Minneapolis 
Leedy - Kansas City 
Gilbert — ©alias 
Earhart * San Francisco

Please wire to reach Board not later than 11 AM EST 

October 1 estimated earnings to October 2 on Treasury 

bills held by your Bank outside System Account.

Van Fossen

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



r Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED  

Authority B  .Q • 11^5 %

/

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

o f  N e w  Y o r k

J u l y  2 ,  1 9 4 7

D e a r  M r .  S m ead

We r e c e i v e d  y o u r l e t t e r  o f  J u l y  1 ,  1 9 4 7  a n d

h a v e  t o d a y  s e n t  t o  t h e  R e s e r v e  B a n k s  a  c o p y  o f  t h e  

c o m p u t a t i o n  s h o w in g  t h e  a d j u s t m e n t s  m ad e  i n  p a r t i c i 

p a t i o n s  i n  S y s t e m  O p en  M a r k e t  A c c o u n t  o n  J u l y  1 ,  1 9 4 7  

p u r s u a n t  t o  t h e  p l a n  a d o p t e d  a t  t h e  m e e t i n g  o f  t h e  F e d e r a l  

O p en  M a r k e t  C o m m i t t e e  o n  S e p t e m b e r  2 1 ,  1 9 4 4 >  a s  a m e n d e d  

J u n e  2 0 ,  1 9 4 5 *

E n c l o s e d  h e r e w i t h  i s  a  c o p y  o f  t h e  l e t t e r  o f

t r a n s m i t t a l ,  t o g e t h e r  w i t h  t h r e e  c o p i e s  o f  t h e  c o m p u t a 

t i o n ,  a l s o  c o p y  o f  t e l e g r a m  w h i c h  w a s  s e n t  t o  e a c h  o f  

t h e  F e d e r a l  R e s e r v e  B a n k s  o n  J u l y  1 ,  1 9 4 7 .

M r , E .  L .  S m e a d , D i r e c t o r ,  
D i v i s i o n  o f  B a n k  O p e r a t i o n s ,  
B o a r d  o f  G o v e r n o r s  o f  t h e  
F e d e r a l  R e s e r v e  S y s t e m ,  
W a s h i n g t o n  2 5 ,  D . C .

E n c l o s u r e s  ( 5 )

R o b e r t  G . R o u s e ,  M a n a g e r ,  
S y s t e m  O pen M a r k e t  A c c o u n t

ICTORY

BUY

BONDS
FOB FILES

STAMPS

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



REALID CATION OP GOVERN MBVT SECURITIES IN SYSTEM OPEN MARKET ACOOUNT, JULY 1, 1947
(In thousands of dollars) ~~ P*ge 1

current expenses, 1947 

ite< dlridends, 1947

C*t£stimatec expenses and dividends
*.. ""
Current earnings*i 
1. Estimated earnings, 1947# 

other than on Government 
securities 

2* On interest-bearing securities 
in System Account to June 30 

3. Total*

E* Exoess of "C" over "D-3"

P. Allocation required (on basis of 
1*02329^ earnings rate) to 
produce earnings July-December 
equal to M8"

G. Average daily participations, 
per cent, in interest-bearing 
seourities in System Account 
sinoe June 30# 1942

H* Allocation of remainder of 
interest-bearing securities 
(#7,376^ 56,000 less 
$6,632,310,000) on basis

System B o sto n New
J& rlc

Phila-
d e lD h ia

C le v e 
la n d

R ic h 
mond

A t la n t a C hicago St.
Lsuli.

M inne
a p o l i s

Kansas
City D a lla s San

P r a n c is c o
I. A llo o a t io n  o f  I n t e r e s t - B e a r i n g  S e c u r i t i e s

64,145 4 ,3 5 1 15,689 4.342 6,038 4 .1 1 6 3.354 8.304 3.727 1.987 3.308 2,977 5.952

11.467 670 4,028 851 1,120 483 438 1.372 378 252 382 424 1.069

75.612 5,021 19.717 5 ,19 3 7,158 4.599 3.792 9.676 4.105 2.239 3.690 3.401 7.021

3,204 207 771 225 345 179 112 496 216 164 245 59 185

38.381
41,585

2,612
2,819

9.835
10,606

2,737
3,012

3.423
3.768

2,365
2,544

1.980
2,092

5.018
5,514

2.025
2.241

1 ,1 1 0
1,274

1.807
2.052

1 .7 1 5
1 .7 7 4

3.704
3.889

34.027 2,202 9.111 2,181 3.390 2.055 1.700 4.162 1.864 965 1.638 1.6 2 7 3.132

6,632,310 429.199 1,775,854 425,106 660,756 1)00,546 331.352 811.228 363.318 188,091 319.268 317.124 610,468

100.0 7.0238 £4.1267 7.5621 9*6427 6-3385 5.3092 12.9142 4.9456 2.8296 4.8646 4.3842 10.0588

of "G" 744.146 52.267 179,538 56,273 71.756 47,168 39.508 96.10 1 36,802 21,056 36,200 32,625 74,852
I* Total allocations 7.376,456 481.466 1,955.392 481.379 732.512 447,714 370,860 907.329 400,120 20 9,147 355.468 349,749 685.320

J. Present allocations 7,376,456 508.01*6 1.883,753 527.983 665,075 455,038 379.501 983.895 380,146 210,849 343.007 329,112 710,051
I. Change in allocations — -26,580 +71,639 -46.6o4 +67,437 -7,324 -8.641 -76,566 ♦19,974 -1,702 +12,461 +20,637 -24.731

* Exclusive of earnings on Treasury bills*

Reproduced 
from 

the 
Unclassified 

/ Declassified 
Holdings 

of the 
National Archives

Digitized for FRASER 
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CONFIDENTIAL REALLOCATION OF GOVERNMENT SECURITIES IN SYSTEM OPEN MARKET ACCOUNT, JULY 1, 19kl
(In thousands of dollars) Pag© 2

System Boston New York Phila-
delDhia

Cleve
land

Rich
mond Atlanta Chicago St.

Louis
Minne-
aoolis

Kansas
Citv Dallas San

P ran n ia n o

II. Allocation of Treasury Bills
L. Distribution of estimated earnings

on bills for year on basis of "G" 56,106 3.91*1 13.536 4.21*3 5 .1*10 3 .556 2.979 7.246 2,775 1.587 2,729 2.460 5.61*4

1C. Earnings to June 30 on bills 
in System Account 17#890 1.629 1*73 1.778 2.585 1,698 1.443 1.782 1,16 2 727 1,239 1 .0 14 2.360

P' Earnings to December 3* on Mils
in Option accounts (est.) 20,706 322 12 ,9 3 1 50I* 272 187 75 4.267 361 120 195 96 1.376

)• Pro rata share of earnings from 
bills in System Account July*
Dec. ("L" minus "M" and "N") 17,510 1,990 132 1.9 6 1 2.553 1,671 1.461 1.197 1,252 740 1,295 1.350 1.908

Allooation of System Account 
bills in proportion to "Q9 9.185,51*7 1,01*3.931 69,21*6 1.028.718 1.339.275 876,588 766,424 627,933 656,785 388.195 679.3*42 708.195 1,000,915

> Portion that Banks oannot take 
due to low reserve ratio* 366,1*85 ll*lt,870 4 4,21*1 177,374

[• Distribution of "Q” to Banks ' 
with highest reserve ratios 366,485 366,485

• Final allocation of Treasury 
bills in System Account 
("P" minus "Q" plus "R") 9.185.51*7 899,061 69,246 1,028,718 1,339,275 876,588 766.424 994,1*18 612,544 388,195 679,3^ 530,821 1,000,915

, Present allooations 9.185.51*7 865,551 156,298 969.1*52 1.1*03.323 919,575 775.814 671,242 607,331 384,968 666,692 563.209 1,202,092
r. Change in allooations — +33.510 -87.02 +59,266 -64,048 -42,987 -9.390 ♦323.176 +5.213 +3.227 ♦12 ,6 50 -32.388 -201,177

’. Participation in System
Aooount ("I" plus "S") 1 6 ,562,003 1

III. T o t a l  A l lo c a t i o n  o f  S y stem  A cco u n t S e c u r i t i e s

.380,527 2 ,024,638 1 ,510,097 2 ,071.78 7 1,321*.302 1,137,281* 1,901,71*7 1,012,661* 597.342 1.034.810 880,570 1,686,235
♦ Change in participation — +6,930 -15.1*13 +12,662 +3.389 -50.311 -18,031 +246.610 +25.187 +1.525 ♦25,111 -11.751 -225.908

♦ Bated on note and deposit liability and reserve 
figures as of close of business June 3°, 19*4-7 •

Reproduced 
from 

the 
Unclassified 

/ Declassified 
Holdings 

of the 
National Archives
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED 

Authority E .Q * 12^5%

E L E O R A M
Bo^.rd o f  G o v e rn o rs

of the
Federal Reserve System 

Leased.. W  ire Service 
Received at Washington, D, 0. .

WA09WASH B1 BOS U 9 A  

SMEAD
BETEL «JUNE 30, 1947 EARNINGS THROUGH iJUNE 30, 1947 ON U S

\
TREASURY BILLS HELD BY THIS BANK UNDER REPURCHASE OPTION 

$137,589*27

PITMAN#

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED

Authority E 12*15%

B  L  B C t K  A  M ■'■;
Board o f Governors 

of the
Federal .Beserve System

Leased Wire Service 
Received at Washington, D, C,

WA21WASH C7 PH I LA JULY 1-958  

VAN FOSSEN

EARNINGS TO JUNE 30 ON TREASURY.BILLS HELD OUTSIBE 

SYSTEM ACCOUNT ARE $274,789.05

R R WILLIAMS .

F O R  F IL E S

M . B . D a n ie ls

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED 

Authority E .Q * 12^5%

V£ L E 0 E A I
uuard of Governors 

Gt the
Federal Reserve System

Leased. Wire Service 
Received at''Washington, 0 ,0

\WA32&53WASH 1  18 CLEV 1-928 
VAN FOSSEN

)

IARNINGS ON TREASURY BJfcta  M W  HELD BY ©UR BANK OUTSIDE
system accoun t f o r  p e r io d  r n m m m  m m  January i  t o  m m  30

ARE $120, 68^*45

SMITH#

»

Digitized for FRASER 
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED

Authority U*IS%

B  JLE GKK A M
Board of Governors

bftlie
Federal. 'Reserve System. 

Leased. Wire Service 
Received at .Washington, 0, 0,

wa43WASH RH 16 RICH 1 - 1 0  

VAN FOSSES
* * '

NOWLAN.

EARNINGS TO JUNE JO ON TREASURY BILLS HELD BY US OUTSIDE
SYSTEM ACCOUNT $79,151*05

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED

Authority E .&•

WA16WASH FT ATI.A 1 -8 3 6

T E L l ^ K A M
soar'd of Governors
Federal Reserve System

Leased. Wire Service 
H&celved at Washington, D, C.

REURTEL JUNE 30. EARNINGS THROUGH JUNE 30 ON TREASURY BILLS OUTSIDE

SYSTEM ACCOUNT $33,054.31 '

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



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

Authority E.Q *

/ U Xj JS (3b H. A. M
B o a rd  o f  G o v e r n o r s  

■ of the 
Federal .Reserve System

Leased Wire Service 
Received at Washington,' 0, C.

; o  I

WA25WASH M3 STL 1 -9 0 9  

■VANFOSSEN

EARNINGS TREASURY B IL L S  HELD BY US GUTS I BE SYSTEM ASBMKKX  

ACCOUNT FOR S IX  MONTHS ENDING JUNE JO APPROX IMATELY 1 8 7 ,2 5 2 .2 4 .

BUB.

FOR FILES 
M. B. Daniels 
— — —  ---Digitized for FRASER 

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



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

Authority 12^5%

T E L i G E A M  AM
Joard of Governors . *- ’•—w .  ‘;

of fcke if*
WA35®591ASi 11 KiPLS 1-834 Federal Be$er?e System j stiiCD in  piles SECTION

■. - Leased Wire Service 1 jiji o «. iQ l]
^AN FOSSEN •ABOARD Received at Washington, 0. G<

m  TREASURY B IL L S  HELD OUTSIDE SYSTEM ACCOUNT TO JUNE 

30 $63640.75 
PETERSON.

Digitized for FRASER 
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED 

Authority E .O * UflSS

■i

T E L E G R A M  r ]
BOARD OF GOVERNORS

OF THE *
FEDERAL RESERVE SYSTEM

LEASED WIRE SERVICE
WASHINGTON

1, 191*7
Bouse - New fork

This will confirm understanding in telephone coorersation that 
adjustments of participations in System Account will be as follow, 
in thousand# of dollarst

Intaraat-baaringaaouritiea TreasuryBill* Total
Boston -26,580 +33,510 +6,930
New Tork +71,639 -87,052 5̂,1*13
Philadelphia ■4*6,601* +59,266 +12,662

Cleveland +67,1*37 -61»,0M +3,389
Richsond -7,32k -J»2,987 -50,311
Atlanta -8,61a -9,390 -18,031
Chicago -76,566 +323,176 +2k6,6lO
St. Louis +19,971* +5,213 +25,187
Minneapolis -1,702 +3,227 +1,525
Kansas City +12,1*61 +12,650 +25,111
Dallas +20,637 -32,388 -11,751
San VrnoiaM -2lt,731 -201,177 -225,908

Saead

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



If ,lll,ui 1 — :— ------------------------
Reproduced from the Unclassified I Declassified Holdings of the National Archives

D E C L A S S I F I E D

A u t h o r i t y  £ . 0 * 11* 5 %

July lUf

Mr. Robert #* Rouse, Vice President, 
BiSMMfW Bank *£ Ucv 

31•* M  i$$f Xmi

TW«r Mr* BrnT»«

There i® eneloaed «t eteteaient shoeing
to be maM la 4&te»ti$a* #Jf 

Ia tfe* Syate* Open Market m
at July I# jwrepered In accortfence with the
f oreula adopts by th# System Opma Mar K«t C emit tee
on 21* X?Ui* sir aneiaiei $wm f@*. iSfc? *

fery truly y w s #

£. L. Sae&dj Mawtar* 
Dirt* ion of Bank Operation*.

tncloeure
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0£8TOggfUL wuuuuscAtio* of mmmwmt sbcgritibs n  system omm m m n  Aocom t, m x  %, I9k7
(la tbouaand* of dollar*) Pag* I

iystsai Bo*ton lawIbrk
Phil«-I Sl«Te- 1 land Risk-mmd Atlanta Chi#*JO St.Louia Miaao~

aoolis
f gf

Giir Dallaa SaaFrasiaes,
I. Allocation of interact-MM-lag Saauritiaa

A. 2stlaat*d currant sxpsaas*, 19h7 6l»*l2t5 4.351 15.669 4*342 6.058 4.116 3.354 8,304 3.727 1.987 3.308 2,977 5.952
B. Satiaatad diridanda« 19k7 U.W? 670 4.028 851 1.120 483 438 1,372 378 252 382 1.069

Cm £stlaat*d axponaa* sad diridond* 75.61a 5.021 19,717 5.193 7.15# 4.599 3.79* 9.676 4.105 2.239 3.690 3Jt0l 7.021

Current s*ratags*t 
1. Satiaatod oamings, 1̂ 4? * 

othtr than on OorTxamxt 
aaeuritioa 2* On interoat-boaring a*<mriti*s 
in Syatoa Account to Jtst* JO 3. total*

3.W4

38.381
W.585

207

2.612 
a,31?

771

9.335
10,606

225

a.787 
3.013

345

3.423
3.768

179

S t

11 a

1,930
2 ,09a

496

5.013
5.514

216

2.025
2.241

164

1,110
1*214

21*5

M 07
2.052

59

1.715
1.774

185

3.704
3.889

£• Kxssss of *0* ©Tor **5-5* 314.027 2.aoa 9.111 2,181 3.390 2.055 1,700 4.16a 1.864 965 1.638 1*6«7 3.132

F. Allooation roquirad (on basis of 
1.02}29!tfC tamings rats) ts 
pro duos saxaings «fuly~Dso«*bsr •qual to *i* 6.652.310 429.199 1 .775.854 1*25.106 660,756 400,546 331,352 811,228 363.318 188.091 519.266 317.124 610,2*68

if«r«(C daily partioipationa9 
par cant, ia Intar* st ~baa ring 
soouritioa ia Sjatam Aooow% 
siass Juo* 30, 19l*2 100.0 7.0SJ8 24.1267 7.5621 9.61*27 6.3385 5.3092 12.9142 4.9456 2.8296 4.862*6 4.3842 10.0588

1. Allocation of raaaaindsr of 
iaters*t~b*ariag *ecuriti*a 
(#7 .3 76^ 56,000 lsss 
♦6 ,632,3 10,000) att basic 
of m& 744.146 52.267 179.538 56,273 71.756 47,168 39.508 96.101 36.802 21.056 36,200 32.4*5 74*852

I. total allooation* 7.376.456 481.466 1,955,392 1*81.379 732.512 447.714 370,660 907.329 400,120 20 9047 355.468 349.749
5

685*38®

J. Pr*a*nt allosatioas 7.376,456 508,046 1,885,753 527.983 665.075 455.038 379.501 983.895 580,146 210,849 343.007 329.112 710.051

t. Chang* ia allocations •• -26,580 ♦71.639 •46,602* ♦67,1*37 -7,324 •8,62*1 -76,566 ♦19,974 -1.702 +12,461 ♦20.6J? -24.731

* SxolusiT* of oarninj* 9b Troaaury bills.
M. S., Daniels
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coirnastm. niuociTioa or aorxnnrt sscouras n  s t s t o  o r a  m u m  acoowt, jolt i, 19U7
(la thoasend* of dollars) P»g» S

Systea 9os ton I w  Tork Phil*-
delohia

Clere- Rich- Atlanta Cblttga S t. man*-
Oltjr DallM Ssa

Francisco
11* Allocation of Treasury Sills

L. Distribution of aatiaatad earning*
oa bills for ysar on basts of *5* 56,106 3.9U 13.536 kJk3 5 A » 3.556 7.2W 2,775 i#5S? 2.72? 2,1*60 5.6U*

X, Saralnga to June JO oa bills 
la Sy*taa Aooount If#890 1.629 473 1.778 2,585 1,698 iJte 1,782 1,162 727 1*25? 1,011* 2,360

1. Saralags to Pooaahar 51 oa bills
la Option aaoouats (oat*) 20,706 322 12.931 50b 272 187 75 1*^67 xAi H O x w 96 1,376

0 * Fro rata shat* of aajralngs from 
bill* in SysttM Aoootait July- 
&M. ("L* Klaus V  sad *1*) 17.510 1.990 132 1.961 *,553 1.671 1.W1 1.197 M $ 2 7irf> 1,350 1.908

F. Allocation of ̂ t « *  Aooount 
bills la proportioa to *0* 9.185.51*7 1,01*3,931 69.21*6 1.028.718 1,339,275 876,588 7664*21* 6*7.933 656,785 388495 679.3̂ 2 708.195 l.Qoo.915

Q* Portion that Saak* oannot taka 
du* to lav reserve ratio* 366,1*85 1&.870 1,1, ,01(1 177,37k

ft« D istribution of *$* to Stales 
aith hi^ast raaarva ratio* 366.1*85 366^85

8. Final allocation of Treasury 
bills la Systea Aooowt 
(*F* alnu* *Q* plus *nm) 9.185.5U7 899.041 69 .21*6 1,028.718 1.339 .275 676,588 ?66*L2ii 9AJU18 612.51*1* 388.195 679,31*2 530,821 1,000.915

. Present allooations 9.185.5U7 865,551 156,298 969 Asa 1,1*3,323 919.575 775,81u 671.21*2 607.331 38U.966 666.692 563,*09 1^02.092
V* Change la allooatioas — ♦33.510 jsnfist ♦59466 -61* ,01*8 -1*2,987 -9.390 ♦323.176 ♦5.213 ♦3.227 ♦12,650 -32,388 -201,177

?• Participation in Systea 
Aooount (*1* plus *S*) 16,562,003 1,380,587 2,02ii,638

III, fo ta l A llocation o f Syst—1 Aeoouat Saaurltlas 

1.510,097 2,071,787 ljalt.3« ijr.281* 1,901.71*7 1,02.661* 597.3U2 1.03U.810 880,570 1.686,235
W. Change la participation — ♦6.930 -15.1*13 ♦12,662 ♦3,389 -50.3U -18.031 *21*6,610 ♦25,187 ♦1*525 ♦25.111 -11,751 -225.908

on no to sad dapoait liability and r « n m
figure* a* of olosa of busi&as* Juno 30, 194?. •

>C
&1O
'I' 0ft
m 0r
’0 ►C/3_ V3
3  ftw  s09 S
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DECLASSIFIED 

Authority E •&« 12^5%

M 223 20M 1 46 T ELEGRAM

F E D E R A L  R E S E R V E  B A N K  O F
PRIVATE WIRE SYSTEM

CON FI RMATION OUTGOING VIA

*?uly X, 1947Van Fosssn 
Washington

Samlogs to Jan* 30 on Treasury Bills hsld outaids 
System Account ars $274,789*05

R. R. Williams

Digitized for FRASER 
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Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED 

Authority E .&• U*IS%

■ ' B L B G K K A M . '  ■ 
,a.rd o f  G o v e r n o r s  

of tiie 
1 Beserve System

Leased Wire Service 
Rec^ved at Washington, 0,0.

KLC'D IN BILES SECTION 
2 -

yW-3D PM g 06

WB57WASH B 605 NY 3 0 -5 4 5

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

EARNINGS TO JUNE 3 0  ON TREASURY B IL L S  HELD IN  OPTION

ACCOUNT F R B NEW YORK $ 6 ,3 5 2 ,0 0 0

M ILLE R .

FOB FILES

VI, B. Daniels

Digitized for FRASER 
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED 

Authority E.Q* 12^5%

BOARD

y M  FOSSSfi

/ / T E L E G R A M '  \
f •' ,,-Board of G o v ern o rs$of t&e

Federal Reserve System
fteasetir Wire Service

CQ0 3 0 - 4 0 * " * *  Washington, D, 0,

BEC'D IH FILES SECTION

J U L  2 - 1 9 4 7  

id .

EARNINGS ON TREASURY BILLS HaOTY US CLOSE OF BUSINESS JUNE 30 OUTSIDE 

SYSTEM ACCOUNT v iv «  iviV.C'iv.'i $2 ,  529, 660,19

BLACK*

Digitized for FRASER 
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Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED

Authority 12^5%

' v v'v  ■' ' -
Boa . of Governors

1 Of' tl20
Federal Reserve System 

LsasM Wire Service
WA76GC72BDWASH J203 KG fUSSSt* Washington, D, C,

VANFOSSEN

EARNINGS TO AND INCLUDING JUNE 30 T R E A S U ^T B IL L S  HELD BY US 

OUTSIDE SYSTBJ ACCOUNT $103,3Hi57
KOPPANG.

F O R  F IL E S

M . B . D a n j^ lu
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Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED

Authority E  .0  •

WA11 6 2 5 WASH 

VAN FOSSEN

7 ' L E G B A M
B o ard  o f  G o v e rn o rs  

of die
Federal Reserve System

Leased Wire Service 
Received at Washington, 0.0,

30-47^57*0

R IF iifU N G  TO 3 0 ,  lARNlKGS TO j y N I  30  ON TIEASURY B IL L S

HELD BY T H IS  BAIi< O U T S t lf  SYSTEM ACCOUNT $ 4 1 ,5 4 0

siLBirr*

>
F O B  F IL E S

M .  B . D a n ie ls
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED

Authority £.&•

T B L n a B A i  ;
B0s*r <£ t-overno.’rs 

©ftHe
federal Beserve System 

Leased Wire Service 
Received at Washington, D. C.

WAS9&71WA3H L 1 0 4 S F  3 0 -3 5 6

b o a r d

RSC'D IN  FILES SECTION
JUL 3 —1947 *

IW JW LSL-W  8 09

EARHART.

REURTEL JUNE JO, EARNINGS ON TREASURY BILLS TO
JUNE 30 $661,777.99
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Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED

Authority £ .Q*

T E L E G R A M
BOARD OF GOVERNORS

OF THE
FEDERAL RESERVE SYSTEM

LEASED WIRE SERVICE
WASHINGTON

KEO m  FILE’S SECTION
JUN 3 0 194?

June 30, 191*7

Whitteiaore - Boston 
Sproul - New Xork 
Williams - Philadelphia 
Sidney - Cleveland 
Leach * Richmond 
McLarin - Atlanta

Xoung - Chicago 
Daria - St* Louis 
Payton - Minneapolis 
Leedy - Sanaa® City 
Gilbert - Dallas 
Sarhart - San Francisco

Please wire to reach Board not later than 11 AM EOT July 1 earnings 
to June 30 on Treasury bills held by your Bank outside System 
Account.

Van Fossen

Digitized for FRASER 
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
D E C L A S S I F I E D

A u t h o r i t y  £  .0  •

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

of N e w  Y o r k  U5

April 2, 1947

Dear Mr. Smead:

We received your letter of April 1, 1947Jand
have today sent to the Reserve Banks a copy of the computa
tion showing the adjustments made in participations in 

System Open Market Account on April 1, 1947 pursuant to 
the plan adopted at the meeting of the Federal Open 
Market Committee on September 21, 1944> amended June 20,

Inclosed herewith is a copy of the letter of
transmittal, together with three copies of the computation, 
also copy of telegram which was sent to each of the Federal 

Reserve Banks on April 1, 1947.

Mr. E. L. Smead, Director, 
Division of Bank Operations, 
Board of Governors of the 
Federal Reserve System, 
Washington 25, D.C.

Enclosures (5)

1945.

Very truly yours,

Robert G. Rouse, Manager, 
System Open Market Account.

ICTOKY
BUY
FAR
UNITED
STATES

ONDS
AND

Digitized for FRASER 
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Reproduced from the Unclassified I Declassified Holdings of the National Archives DECLASSIFIED 

Authority E .Q* 12^S%

» ' 0  I!? t o .es  sec tio k  *
Apr  3194?

t m  thi reray a a  n y m a  .to ass ML,
]

ttmAjmtmat vf la (tawrnMtt ft«*uriU** h*X4 in Sy*tm Aeeamt

i&. btlog %o$&f m&&r Mm p-lm for &f Qamrwmni m m w ltim

Igr th* fm&mmX t)pm ai* 1944* ** wmx&m& 2wx* 20 9 IMS* Tb*

eeqpatAtiott* 0hQ«in& m&* t& $ftrtleip&t±0ti» of tft* tMwwr&l tatfe*

•111 b* m JLlm d to all h m * rm  Inysi m  April 1947* t*MM» coMjsutiitJUra* it*£U*t« «a
*iijpys> |tylas y&ur In i&t«r«0t~]!Miftjl»g QWUctttfift** m& m  0^ ^ ^

XUQBMSMin pa- jH*rfcisif*fcila«s in tv m m rj U U i y mkiszg & not $K&EA5I of

o f $ 

off

$ la |***r t©l«d jMurtAcliN&U* is $&« SygttK io^se^t* Toor iwak mill
rum i w  ifcis &ft»*»o*si* itift t*®»l cotod *ir* fth&adaff tho doUdlod m trl*M  tc* b# m&« today,

m t o m rBMKEST BUBJM 
in..IBSMSHru 11 iw t o m

!BiraSE)EI# BO^CS® XSCKMf n3,2T^ta>3 XSCftSAeS $ 1*304*000 W W i $ u 9m 9 000

KOlXMt* l*EZL4M,Pili s t e m ® u 9m 9< m XECftUUHE 23*3*4*000 XK09UU6C
&JS?$UUB£ sramst XMCUMI % U 9SUtOOO lienuBE m 9m 9< m

PIC&3E3HD Isg&m i xxmsMi 7 V & $ 9000 n c m E s 79f0s2»000

irusm x9m 9ooo SKS&KA8& 53t3 m tOOO ® € R 1 « 5i»^6faoo

IO0SCS lysytŷ qe m j m * m p m m m 25tf093f000

f&flS, n  * & m s m m m x % m * t m taQKUBK 19*009*000 . m m m T33fOOO

WS'HUH 0 mtmtKpat s j m j n a JMHUtttil 12*5^*900 z m m A m 7f497#000

m m 9 uiiis c m m m m m 3t€flL7,0£X> n c m s i x m m m m 37,731,090

aiumt, 8Mfys i*s u #ooq 8MR8A*g i9m $o m m a m m 3#m,c^o
EABHART , 3 H  FB^SCISCO fmemteLsm a » 5 ^ ISCSlilBE a,5^LtOOO m m m m 5f000
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R e p r o d u c e d  f r o m  t h e  U n c l a s s i f i e d  I D e c l a s s i f i e d  H o l d i n g s  o f  t h e  N a t i o n a l  A r c h i v e s

DECLASSIFIED

Authority E .Q •

M I S C .  1 4 0 A  l O O M - 7 - 4 5

April 2^

Daar H r*  VllllMSt
la aaeordaaea with our #f April £94?#

1 aneloaa harawith computation of ilta M i n  
on April 1, I§4? im tl* parti aipatlona o f  tha Faderal 
ftacarra Banks la tha Syatam Opan Mtttit#* portfolio-#

▼ery truly jwtvm#

Mr, 1* « U U n u » »
Fadarm! Hasarva B«n* Philadalpfcia, Faun ay]
Iims&mnix* 

ft

Robert Q» 1m m 9

Digitized for FRASER 
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Reproduced from the Unclassified / Declassified Holdings of the National Archives d e c l a s s if ie d

Authority E  * M jjjfL

T E L E G R A M
BOARD OF GOVERNORS

' V?R 1194?FEDERAL RESERVE SYSTEM
LEASED WIRE SERVICE |
WASHINGTON

J R&C'D Tft *
Ai

April lf 19kl

Bern** * Hew Xork

Thia will confirm understanding in telephone conversation that 
adjustments of participatL ons in Systea Account will be as follows, 
In thousands of dollars s

Interest-bearing
securities

Traa«ury
bills Total

Boston 4-13,278 +1,301* +11*,582
lew lork -18,51*5 -60,190 -78,735
Philadelphia -lit,325 +23/35U +9,029
Cleveland +17,666 •*■118,312 +135,978
Richmond +1,797 +77,255 +79,052
Atlanta -1,832 +53,188 +51,356
Chicago +38,858 -297,951 -259,093
St. I*nis -19,732 +19,009 -723

-5,071 +12,568 +7,1*97
Kansas City -8,017 +1*5,71*8 +37,731
Balias -1,51*1 +4,872 +3,331
San Francisco -2,536 +2,531 -5

Sosad

Digitized for FRASER 
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£

o
REALLOCATION OF OOWNMENT SECURITIES IN SYSTM OPXN MAHKJtf ACCOUNT, APRIL 1, 1947

(In thousands of dollars)
Page 1

Uioo
W
oc

System Boston K«v
J2&.

Phila- 
*«lPhU

ClSTS-
land

Rich
mond. Atlanta Chicago St.

Louis
Minns-
apolla

Kansas
JjlJX ■ Dallas tea j  

TnnoitoeJ

ac
currsnt expenses, 191*7 
dividends, 19U7 

Estimat td expenses sod dividends
(Jurrent earnings**
I, Estimated earnings, 19U7, 

other than on Government 
securities 

2« On interest-bearing securities 
in System Account to March 31 

3. Total*
1. Exoess of *C* over *D -3"

F. Allooation required (on basis of 
1*02689$( earnings rate) to 
produce earnings April-December 
equal to «E»

0« Average daily participations, 
per cent, in interest-bearing 
securities in System Account 
since March 31, 19U2

Jl. Allocation of remainder of 
Interest-bearing securities 
(#7*503,808,000 less

I. Allocation ui' lnt<jro£>t-~t.arinF ot-curitif.s
63,011* U, 359 15,01*6 I* ,1*73 57630" Ii,o6o 37jo!T~ t /o t t 3,607 1,971 3,198 2,826 5,935

11,1*33 670 1*,023 81*6 1,117 1*62 1*36 l, 361* 377 251 376 1*22 1,067

71*,1*1*7 5,029 19,069 5,319 6,71*7 a, 5i*2 3,801 9,906 3,961* 2,222 3,576 3,21*8 7,002

3,750 200 899 21*1* 1*1*9 191* 167 553 261 187 279 86 211

20,383 
21*, 133

1,371*
1,571*

5,221*
6,123

1,503
1,71*7

1,807 
2,256

1,256
1,1*50

1,056
1,223

2,613
3,166

1,095
1,376

595
762

972
1,251

911
997

1,977
2,188

50,311* 3,1*55 12,91*6 3,572 1*,1*91 3,092 2,576 6,71*2 2,608 1,1*1*0 2,325 2,251 i*, 8li*

503,120 1*1*6,561 1,673,260 1*61,661* 560,U(-5 399,61*3 333,203 671,1*06 337,086 166,121 300,508 290,91*3 622,213

100.0 7.01*01 21*.0996 7.5913 9.6660 6.31*30 5.3009 12.6601* U .9305 2.8315 1*.8658 i*.3708 10.0576

Of «0« 1,000,688 70,1*1*9 21*1 ,16 2 75,970 96,91*7 63,1*71* 53,01*5 126,893 1*9,339 28,335 1*8,691 1*3,7,38 100,61*5

Z. Total allocations 7,503,808 517,010 1,911*,1*1*2 537,651* 677,1*12 1*63,117 386,253 1,000,301 366,1*25 211*,1*56 31*9,199 331*,681 722,858

J. Present allocations 7,503,808 503,732 1,932,967 551,979 65 >-,71*6 1*61,320 366,065 961,1*1*3 1*06,157 219,527 357,216 336,222 725,39U

K. Change in allocations — +13,278 -18,51*5 -11*, 325 +17,666 +1,797 -1,632 +36,858 -19,732 -5,071 -8,017 -1,51*1 -2,536

• Exclusive of earnings on Treasury bills.
Digitized for FRASER 
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REALLOCATION CF (KTOSRW/BKT SLCl^TTT-S IT SYST'J" CPEI* VARFST ACCUIT, APRIL 1, 19̂ 7
(In thousands of dollars)

Page 2

.: >{$■. /
' ?■ i , • System B o sto n New York

"“’ThTTa- “ 
d e lp h ia

Cleve
lan d

-' TFfoK
mond A t la n ta  J C h icag o L o u is

Minne
a p o l i s

Kansas
City Dalits — 855—

Franoisoo
jr¥* V II. A llo o a t io n  o f  T re a su ry  B i l l s
fv; of estimated earnings 
3 *  .. / ’ «*billa for year on basis
^ ..  57-582 4# 054 13,^77 4,372 5,579 3,652 3,052 7 ,^ 7 2,639 l,o30 2,602 2.517 5 .7 9 1

X« Warnings to Maroh 31 on bills 
in System Account 8,883 796 253 655 1,230 6C7 692 1,082 550 353 593 1*81 1 .1 9 1

; ' V* lirniogi to Deeember 31 on bills
 ̂ ia Optien accounts (est.) 21,601 269 12,987 539 253 161 06 5,051 386 152 261 105 1.3U
0* Pro rata share of earnings from 

Mila la System Account Apr*- 
< B m *  ( " L "  minus "M* and *IT*) 27 #098 2.909 637 2,978 1**006 2,684 2,261+ 1,281+ 1,903 1,125 1.948 1.931 3.259

Allooation of System Aooount 
bills in proportion to "0* 9.459,714 1.043.438 222,372 1,039.598 1 ,1(29, sei* 936,965 790,3 U> 1*148,235 664,323 392,729 680.033 671*.09« 1.137.693

. Q* portion that Banks cannot take 
£■• to loir reserve ratio* 102.076 158.915 62,585 51*131 139.445

ft* distribution of "Q" to Banks 
with highest reserve ratios 142,076 320,102 91.974

%• Fiaal allooation of Treasury 
bills in $ystem Account 
(*P* minus plus *R*) 9,1*59,711+ 884,523 222,372 977,013 l,lj29,88l* 936,965 790,31̂ 6 768,337 613,192 392,729 680.033 534.653 1.229.667

Present allooations 9.459.714 883,219 282,562 953,659 1,311,572 859,710 737,158 1,066,288 594,183 380,161 634.285 529.781 1.227.136

7# Change in allooations — +l,30l* -60,190 +23,35U +118.312 +77,255 +53,188 -297,951 +19,009 +12,568 +1+5.7148 ♦4,872 •*2,531
III. T o t a l  A l lo c a t io n  o f  System  A ccount S e c u r i t i e s

Participation in 8ystem Account 
; (•!• plus •8") 16,963*522 1,401,533 2,136,614 l,51U,o67 2,107,£9o 1*400,002 ].,170,59s1 l,7o8,o33 999,617 607,135 1,(£9,232 869,334 1.952.525

W* Change in participation - ♦lit, 582 -76,735 *9,029 +135*976 +79,052 +^1,356 -259,0T*3 -723 +7 ,1*97 +37,731 +3,331 -5

* Based on note and deposit liability and reserve figures
as of elose of business March 31, 19hl*
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
d e c l a s s if ie d

Authority £  .0 • _____

April 1, 19h7

Mr. Robert G. Bouse, Vice President,
Federal Reserve Bank of Hew Tork,
Mew Xork ?, Mew Tork.

kear Mr. Rouses

There is enclosed a statement showing 
adjustments to be made in allocations of Government 
securities in the System Open Market Account as 
of April 1# 19kl§ prepared in accordance with the 
formula adopted by the Systea Open Market Committee 
on September 21, 1944* as amended June 20, 1945.

Very truly yours,

................ . -«*>-- .r
REC'D IM FXLS5 SiCfXOH

APR 2 194?
•»' i #*'W' &  - O' / fsmt ,

............ ..............  i i „ i ,  ...Mwiiii

j

E. L. Snead, director, 
Division of Bank Operations.

Enclosure

Digitized for FRASER 
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COtgllMDiTlAL reojjO catiqs ut t-u m in m * jm tx& fm  opsm account, a p * il i # 1947
(In thoue&ad© of dollars!

P&ge 1

, System J Bo*ter. 1 Sew
1 Topk

[ Phlla- 
1 d«l.:hla

Cle»e-
land

Hi oh- 
mond I Atlanta Chicago St.

1 Louis
| Mlnne- 
| SfioU*

Kansas
City Dallas | San 

IPrhnels

A. £stisat«d currant «̂ .p«ase*, 1947 63,011* 4,359 15,046
I. 113
i i w

.oc» lion c
■57535'

»f Interect-B&aring Securities
EJB5ZT 7,38? T E W '  ”3,607 1,971 3,198 2,826

1

5,935
2. Estimated dlvidanda, 1947 11,1*33 670 4,023 846 1,117 482 U36 1,364 377 251 378 422 1,067
0 * PfP'tl sxpensss #**** dlvidiads 74,1*1*7 5,029 19,069 5,319 6,747 4,542 3,801 9,908 3,984 2,222 3,576 3,248 7,002
J), Current earnings**

1. Estimated s&rning*, 19U7, 
other than on Ooverassiit 
securities 3,750 200 899 244 449 194 167 553 281 187 279 86 211

2* On interest-bearing securities 
in Systm Account to March 31 20,383 1,371* 5,224 1,503 1,807 1,256 1,056 2,613 1,095 595 972 911 1,977

3. Total* 24,133 1,571* 6,123 1,747 2,256 1,450 1,223 3,166 1,376 782 1,251 997 2,188

I. Excess of »C» over «D~3* 50,311* 3,455 12,946 3,572 4,491 3,092 2,578 6,742 2,608 1,440 2,325 2,251 4,814
F. Allocation required (on basis of 

l #026d?@£ earnings rate) to 
produos earnings April-£teceaber 
equal to *E* 6,503,120 1*1*6,561 1,673,280 461,684 580,465 399,643 333,208 871,408 337,086 186,121 300,508 290,943 622,213

0. Average daily participations, 
per esnt, in interest-bearing 
securities in Syste» Account 
sines larch 31, 191*2 100.0 7.01(01 24.0996 7.5918 9.6880 6.3430 5*3009 12.8804 4.9305 2.8315 4.8658

\

4.3708 10.0576
B* Allocation of r<maiad*r of

interost-bsaring secu rities 
(#7,503,608,000 Isss 
16,503,120,000) on bacilli
of »0« 1,000,688 70,449 241,162 75,970 96,947 63,474 53,045 128,893 49,339 28,335 48,691 43,738 100,645

I. Total allocation* 7,503,808 517,010 1,914,442 537,654 677,412 463,117 386,253 1,000,301 386,425 214,456 349,199 334,681 722,858

J. Pr«»*nt allocations 7,503,808 503,732 1,932,987 551,979 659,746 1*61,320 388,085 961,443 406,157 219,527 357,216 336,222 725,394
K. Change in allocations — ♦13,278 -18,545 -14,325 ♦17,666 ♦1,797 -1,832 +38,858 -19,732 -5,071 -8,017 -1,541 -2,536

* fcxolnsiire of Gamings on Treasury bills.
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cmfxrnmm* REAXJUDCATIOE CP Q O m w m  SECCRXTXES W  SYSTEM OFEV VARKET ACCCfnff* AIRXL 1# 19*ff
(Hi thousands of dollar*)

Big# 2

Systesi Bostcn #•» Tork <V»lphl»
Cleve
land -TOh." Atlanta ChiMg* — W. 

tenia
J8* 3UEBMP*
•poll*

u n m
City d*u »« TOT

Pranoiseo

h* Distribution of estimated earnings 
an bill* for year on basis 
of 57*582 iw054 13.877

II. Alloaatioa of i w m i y  Bill*

4.372 5*579 3*652 5*052 7.417 2.839 1.630 2.802 2.517 5*79*
If* Earnings to Maroh 31 on bills 

In System Aooount 8,8S3 796 *53 655 1.230 807 696 1.082 550 353 593 481 1*191
I# Barnings to Beeewfeer 31 on bills

in Option aooounts (eat«) 21*601 869 12.987 539 253 161 96 5.051 386 152 261 105 1.31a
0* Pro rata share of earnings trm 

bills In System Aooount Apr.- 
Dee. (*L« sims V  and *S*} 2?#098 2*989 637 2*97$ 14.096 2.604 2.261* 1.281* 1.903 1.125 1.948 1.931 3.259

P. Allooation of $ysts» Aooount 
bills In proportion to *0* 9»l*59.7lU 1.0t$.li38 222,572 1*039*598 l.l£9.88l* 936.965 790.3146 Ul8.235 664,323 392.729 680.0J3 67l*.098 1.137.693

Q# Portion that Sashes esnnot take 
dno to low reserve ratio* taS:,OI6 158.915 62*585 51.131 139.41$

£• Distribution of to Bastes 
with highest reserve ratios Ul2,c?6 320.1CB 91.974

S* Pinal allooation of treasury 
bills in System Aooount 
(*1* sinus *Q* plus *B*) 9.hm.Tik 884,523 222.372 977*013 1.1*9,884 936.965 790.31* 768.337 613.192 398.729 680.033 534.653 1.229.667
Present allocations 9.1*59.7lU 885.219 282.562 953*659 1.311.572 859.710 737.158 1.066.288 594.183 380.161 631^285 529.781 1.227.136

tU Charge in alloo&tiens — ♦1.3.0U >60.190 *23*35U +118.312 +77.255 ♦55.188 -297.951 ♦19.009 ♦12.568 ♦45.748 ♦1*872 ♦2.531
in. Total Allooation of Systoa Aooount Seourities

V* Participation in System Aooount
("I* plus "S*) 16*963*522 1*401*533 2,136,614 1*514*667 2,107,296 k4OyO0g 1,176,599 1*768,638 999.617 60?. 1S5 1.CB9.232 869.331* 1.952.525

W* Change In part ieipat ion — ♦ll*,582 -78.735 +9*029 ♦155.978 *79.052 ♦51.356 -259.093 -723 "7.497 ♦37.731 ♦3.331 -5

* Based on not# and deposit liability and rewrn figure*
at of olose of business &areh 3i* 19̂ 7*

Reproduced 
from 

the 
Unclassified 

I Declassified 
Holdings 

of the 
National Archives

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



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

Authority E  .&• 11*35%

; M  Jj js (jB a  m
Board of Governors 

of the
Federal Reserve System

Leased Wire Service 
Received at Washington, D, C,

■847 APR i AM .9 : 4 5 '

REC'D IN FILES SECTION
APR 31947

WA18G42WA3H B 4  CLEV 1 -9 3 0

VAN FOSSEN

EARNINGS ON TREASURY •****. B IL L S  HELD BY OUR BANK OUTSIDE SYSTEM 

ACCOUNT FOR PERIOD FROM JANUARY 1 TO MARCH 3 1 ,  1 9 4 7 , IN C LU S IV E , 

$ 5 3 ,1 2 6 .2 1

S M ITH .

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



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

Authority E  .Q • 12^5%

? E L E 0 E A M
!board of Governors / 

of the
Federal Reserve System

Leased Wire Service 
Received at Washington, 0. C,

. v
*D IN FILES SECTION

APR 81947

,94;/ apr I m  iO_Jjl
'-//r/ --

WA31WASH RH 18 RICH 1 -1 0 1 4 . )

VAN FOSSEN

EARNINGS TO MARCH 351 ON TREASURY B IL L S  HELD BY OUR BANK OUTSIDE 

SYSTEM ACCOUNT $ 2 0 ,9 0 1 .7 3  .

„ „N0WLAN.

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



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

Authority E 12̂ 5%

V V l e g r a m  f il e s  s e c tio n

B o a rd  o f  G o v e rn o rs i APR 3ia41
of the I y  - *

Federal Reserve System I ---—
Leased Wire Service no

Received at Washington, D, C« \ kU 9
( , /  / V / :'

WA10WASH F I ATLANTA 1 832A  

VANFOSSEN

REURTEL MARCH 3 1 /  EARNINGS THROUGH MARCH 31 ON TREASURY B ILLS  

OUTSIDE SYSTEM ACCOUNT $ 1 7 ,5 3 4 ^ 6 1 .

! MCCRAVEY.

Digitized for FRASER 
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED 

Authority E .Q* 12^5%

O L E e E A i ;
.-board of Governors 

of the
Federal Beserve System 

Leased. Wire Service 
Received at Washington, D, C„

WA27G62WASH H I2 STL 1-83.1

v a n f o s s e^

MC'D IN FILES
: - ap r 3 m \ m
C S  ■ " ' " 7  " -

m /  APP I Mll ..M <0 OS
//v /

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

MONTHS ENDING MARCH 31 APPROXIMATELY $ 9 0 ,7 0 0 .0 0

BUB .

FOB FILES
M .  B . D a n ie l *

Digitized for FRASER 
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Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED

Authority 11*35%

T E L E  Q R A M  
Board of -Governors 

of the ' „
Federal Eeserve System

Leased Wire Service 
Received at Washington, 0. C.

WA12G05WASH LI 26 SF 31-43MWWK 402 

BOARD

SLADE.

REURTEL MARCH 3t./EARNINGS ON TREASURY BILLS TO HARCH 31
$526,536.36

Digitized for FRASER 
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Reproduced from the Unclassified / Declassified Holdings of the National Archives DECLASSIFIED
Authority E.Q* U^SS

T E I iE Q - R A M
Board of Governors 

J of t he
Federal Reserve System

Leased Wire Service 
Received at Washington, 0. C.

WA52WASH B532

s m m  b o abb

BOS 31-518

RING’D IN FILES SECTION
APR 3 1947 ^

m  31 __PW 5 31

RETEL MARCH '3 1 , 1 9 4 7 / ESTIMATE® EARNINGS THROUGH MARCH 3 1 ,  • 

1947 ON 0 S TREASURY B IL L S  HELD BY T H IS  BANK UNDER REPURCHASE 

OPTION $ 55,4 8 5.3 3

PITM AN.

FOB FILES 
M. B. Daniels

I

Digitized for FRASER 
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED 

Authority E.Q* 12^5%

t ; .•> •
Board of Go^er^/rw 

oftn©
F ederal Reserve Syst m.

Leased Wire Service 
Received at Washington, 0,0,

WA19WASH B 51.3 

VAN FOSSEN 

BOAR!

31-453

1 * D in FILES SECTION
APR 3 1947 r,M

x v'-v *

R 31 PM 4

RE YOUR WIRE MARCH 

BY F R B

m i l l e r;

EARNINGS TO MARCH 31 ON TREASURY BILLS 

OPTION ACCOUNT $3,047,000

Digitized for FRASER 
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Reproduced from the Unclassified I Declassified Holdings of the National Archives DECLASSIFIED
Authority £ .&•

Board, of Governors
oftHe

Federal Reserve System 
Leased Wire Service 

Received at Washington> D. Gi

1 REC'D IH FILES SECTION
. APR 31947 '
I ¥  7

WR 31 i 4  05

WA02WASH C114 PH I LA MAR 31-401

EARNINGS TO MARCH 31/ON TREASURY BILLS HELD OUTSIDE SYSTEM
ACCOUNT ARE $134,674.66

R R WILL

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



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

Authority £ . 0 *  11*85%

M 223 20M 1 46 " H E L E G R A M 2

F E D E R A L R E S E R V E  B A N K  O F P H I L A D E L P H I A
PRIVATE WIRE SYSTEM

CONFIRMATION OUTGOING VIA
Ri U'D U» P1I.ES s s o h o m *

APR 3
- MI--IIH r-- -.-—e—? -ng V3MXiW: •A*---* *

Van Fossen 
Washington March 31, 1947

Earnings to March j'l on Treasury Bills held outside 
System Account are $134*674*66

E .  R . W i l l i . a m s

Digitized for FRASER 
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED 

Authority E.Q* il^SS

iu Jj 32 Gr f t  4  fVf 
B o a rd  o f -G o v e r n o r toftfce
f edera! Beserve Systen 

leased Wire Service 
on, D, C.

WA33G43BD WASH GX252 CGO 31-422 
VAN FOSSEN

WiuC'D IN FILES SECTION 
3 1QA7 %

1947 MAR 31 pm 5  3 2

EARNINGS CLOSE BUSINESS MARCH 31 ON TREASURY BILLS HELD BY US OUTS 
SYSTEll ACCOUNT ................ $1,620,404.26

BLACK .

- A
/

■ ' J

FOB FILES 
M. B. Daniels

I

Digitized for FRASER 
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Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED

Authority £  .0 -  UW5S

T E  Ij E  <3- R  a  m
Board of Governors 

 ̂ of the
Federal Reserve System

Ijoas&d Wire Service 
Received at Washington, D, C,

WB16GC67WASH 190 MPLS'31-345 
VAN FOSSEN

IS  FILES SB
APR 3 1947

?>\
4 o /

EARNINGS TO MARCH >1, ON TREASURYBILLS 
$31,2T7*75

PETERSON.

m\J> OUTSIDE SYSTEM ACCOUNT

'%
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
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Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED 

Authority E .Q* 12^5%

■ T B  h  13 Or K  A. M  . 
B o a rd  o f  G o vern o r s 

of til©
Federal Reserve System

Leased Wire Service 
Received at Washington, p. G

WAft 31 - PM' 4 19

WB09G66B3^Sw \j169 KC 31 311

VAN FOSSEN BOARD , 
INTIMATED ERNINGS TO MARCH 31 TREASURY BILLS $52,300

.. . y ;

EARNINGS.

KOPPANG

F O R  F IL E S

ML B . £ > o a i« li

Digitized for FRASER 
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Reproduced from the Unclassified I Declassified Holdings of the National Archives
------. ■ ' -•------- 'W-

DECLASSIFIED

Authority E .0*

T  J3 Lt JB G-'li ' A' M  '-: 
Board of Governor & 

of the
Federal Reserve System 

Leased Wire Service
* Received at Washington, D, C.

31 4  3.0*

fUaC’D IM FILES SECTION
APR 31947 ■ ■

' £/

WA11GC52WASH m $  DLS MAR }1«4i*324P 

VANFOSSEN

THIS REFERS TO YOUR WIRE OF WARGH . JI / EARRINGS;,TO MARCH 3t 0» 
j TREASURY BILLS HELD BY THIS BANK 

OUTSIDE SYSTEM ACCOUNT-$22,578*00
GILBERT*

F O R  F IL E S

M .  B . D a n ie ls

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives
DECLASSIFIED 

Authority E .Q* 11*35%

T E L E G R A M
BOARD OF GOVERNORS

OF THE
FEDERAL RESERVE SYSTE

LEASED WIRE SERVICE
WASHINGTON

T  illREG’D III FILES
K  1 1 2 4 ? ^

OtSti

V-

March 31, 191*7

lihittemore - Boston 
Sproul - New York 
Williams - Philadelphia 
Gidney - Cleveland 
Leach - Richmond 
McLarin - Atlanta

Young - Chicago 
Davis - St. Louis 
Peyton - Minneapolis 
Leedy - Kansas City 
Gilbert - Dallas 
fcarhart - San Francisco

Please wire to reach Board not 3a ter than 11 M  EST April 1 

earnings to March 31 on Treasury bills held by your Bank 

outside System Account.

Van Fossen

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
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Reproduced from the Unclassified /  Declassified Holdings of the National Archives DECLASSIFIED
Authority E.Q* ____

*

Fibwiry 27, \9kl.

Er. TbmntmL 

Mr. Smm+4 r^c ’D IM F SECTION
FEB 2 8 194?

i

With tkw of A f««  — 11 MNSto Um  0<wr>r— ant
•#<mritimj p«rttfcft**4 i» U» nrkmt (otter tfc** r»y mrohw ****•- 
auU) f̂crlnf tkr*# amtfci «a&&c Ji— ry 19̂ 7, MTt wli fW* 
tfc* 4**l*r* «ad bftafe**

of f ,  3 . S w e r e * *  • ♦ a u r l t i * *  
fcgr Sy%\mk Qpm l * r k * t  Ac to w t

rri# ft— It ■

KUAr A
irlcc* Scfe**41* 4 Co,,Ib«. 
0, G&ild# 4 G#, 
e, ^  Mmrtm *

7ir*% §m % m  ■©«**,
D. 1, tlflk It C«.,I*o. SedWB lr— . & »*tml«r

U%7 u w
DtoiflNr

#*8,joo,ooo#31*100,000 
6,199,000 
62,100,000 
602,000,000 
62 1,000,000 
622,000,000 
u6r&%o p000

6ia.aoo.ooo
2,63k,Ii*?,000 2,573,360,000 2,607,876,000

5,660,000 
56,600,000 

590,350,000  
698,000,000 
$86,000,000 
it2,k5o,ooo 

576 .000 .000

(35,600,000 
5 ,6 7 6 ,0 0 0  

17 ,200,000  
5*7,000,000 
670,500,000 
607,000,900  

900,000  
900.000

rrat lfcafc»
Co. 87 ,750 ,000  92 ,250,000 127 ,500 ,000

< W « r t y  t**» %  C *. 155 ,506 ,000  " t *0, 500,000 226,000,000  
C e e tla e n U l m i * o i »

« * V 1  I k .  *  t r .  Co. 388,575,000 353,610,000 357,360,000  
Chl*»*», HI. 

rtrrt f c t 'l  «k. of
Chlo»«* 82.100.000 89.M50.0CO 8ti.000.000
■MA 713,925,000 75S,S10,000 794,860,000
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Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED

Authority E.Q*

Febrmry 20. l<

Mr, Sinead

Mr, Van Fo«»«n . A r
l/(Tp

If th# Board war® to establish a tax on Federal Raaarra notee out- 
standing not covered by gold certificates pledged with tha Federal Raaarra 
Agent, there ara a number of measures that an individual Federal Raaarra Bank 
oould raaort to in ordar to reduce tha amount of tax payable, aa followat

1* Keep tha stoek of silver oertifioates, legal tender notaa 
and ooin at a minimum, Thia would tand to raduoa deposit liabili- 
tiaa and, aoeordlngly, increase tha amount of gold certificates 
available against ^adaral Beaerve notaa#

2# Pay out any 15 silver oartifieatas and legal* on hand in 
preferenoe to paying out Federal Beaerve 15**• thia would effeet 
a corresponding daoraaaa in tha amount of Fadaral Beserve notaa 
subjeet to tax,

3. Fledge with tha Fadaral Raaarra Agent tha maximtai pos- 
aibla amount of geld certificates or at laast tha maximum amount 
permitted by the Board* Thia would maaxs that reserves ami labia 
against dapoaita and tha redma^lon fund would ba leapt at aa 
low a level aa poaalbla with consequent frequent tranafara to 
and from tha Fadaral Reserve Agent,

lu Keep tha atook of■unassorted ourrenoy at tha lowest pos
sible level*

Tax on Fadaral Raaarra notaa and 
allooation of System Opan Market Aooount

5# Dispose of Federal Beserve notaa of othar Fadaral Reserve 
Banka as promptly aa poaalbla tharaby increasing reserves and tha 
amount of gold oartifioataa available against Fadaral Raaarra 
notaa*

6, Keep tha stook of issued own Fadaral Raaarra notaa at 
tha lowest poaalbla level, parhapa ©van returning to tha Fadaral 
Reserve Agent all^ or tha major part, of auoh notaa at oloaa of 
businass aaoh day,

7* Do not aooê fe,er, insofar as possible* transfer to othar 
Federal Haaarra Banks»a«y earning aaaats tha rata of earning on 
whioh is not in exoees of tha rate of tax on Fadaral Reserve notaa. 
For emtple* if tha tax ware fixed at l/2 of 1 par oent* making 
allowance for tha effeot of the redemption fund, the cost to tha 
Fadaral Haaarra Banks would ba *525 par oent to hold any earning 
asset that oould ba transferred to another Federal Hesenre Bank*
In tha oaaa of Treasury bills tha offsetting earning would ba 
only ,575 P«** oa»t and so there would ba a net gain to a Fadaral 
Raaarra Bank of .15 par oant on all Treasury bills shifted to 
another Federal Hesenre Bank*

Digitized for FRASER 
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Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED

Authority 11^5%

To* *r, Smead

To what extent the fbderal Heaerve Banka would actually resort to 
any or all of tbs- above measures if, of oouree, uncertain, and It diould bo 
lorn In mind that while individual Federal Reserve Banks oould gain by ao 
doing.* tho Hanks as a whole oould not profit by prompt disposal of othor 
Feds or transferring unprofitable earning assets to another Federal Beeerve 
Bank,

Bio advantage of keeping tho at© ok of own Federal Heserve notes 
at a minimi would bo eliminated If tho Board, in fixing tho tax, were to os* 
tabllsh a rate of © for cent on aotos hold at Issuing Bank and an aotml tax 
only on notes teehnioally in oirelation* There does not seem to bo any 
reason why the Board eould not; adopt this polley and, aside from the advan
tage of not interfering with nozmal operating praotlees, sinoo the Federal 
Reserve Banks oonld continue to earty without penalty whatever amotmt of 
tholr own notes seemed to bo advisable9 this arrangement would also Ifcoil* 
itate the oaloulation of tax payable, computation* of tho amount of tax 
that would have boon payable Ibr prior periods under the sasm plan, whI 
estimates of future taxes and* furthermore, m»nld enable tho Board to os* 
tabllsh a somewhat higher rate for a given amount of tax to bo paid*

So possible allooation of System Open Masfcet Aooount aoouritioa 
oould enable anv Vederel ftf w * Tkwlr to eerrir with tht federal Reserve 
Agent geld oertifioatos equal In amount to its Federal Reserve notes in 
olreolation, Aooordingly, under any reallooatlon flam eveiy Federal He- ' 
serve Bank
I t tho reallooation Is in two steps, as at present, whereby Interest* 
bearing seourltles are first alloeated and then Troaaury bills, from as 
earaina standee int It would wake little dl f f erenoe to anv Federal Tie serve 
Bunk by what method the Treasury bills wore alleoatod providing tho tas 
was ̂ fpT**w tmstetj 'fefre same1 as the y#y*i,iw;ig sate on bills*- If t%i two rates 
wore tho asme, there would bo a slight disadvantage In holding Treasury 
bills booauao of the- offeet of tho rs^as^tlom fundi re^ulrament.

It Is assumed that any seheaMi for allooation of System Open Hazfcet 
Aooount eeouritlea will have as' Its ob^eotive the distribution of retained
f̂ejok «Mgg|̂  M mjM|ge ■aaaaajiMHk'̂ w "% 'flk̂ âiMHMaeasfî h f̂lbawelei'mfc c m  ^  Maitfmui’.iK'iaaHMuai 41 a m  m  £<am¥wW rPWOTM. AVMI ™fi jPWlpt® In V̂ JT 9•tt** 1AJPQI1 JM'llJpii* wMIViiW US W
far aa possible, The objective of ths present plan, of oouree, Is to dis
tribute aud* earnlnga in proportion to average holdings of interest-boar ing 
government seourltles during the preoedlng five oalendar year a. For a 
nimfeor of reasons, among them the neoesslty of preventing the resorve 
ratio of any Bank fram beeoming unduly low, If not even below legal require
ments, this objeetive at present Is aohlsved In a very limited degree.

Attached hereto Is a statsmant .Illustrating a revised plan of 
realloeetion wlKtff'h it is believed would fit- the changed oirouawtataoee 
end indloatlng approximately what would happen on tha April 1, 19U7 re* 
allooation if the System Aooount and the allooation thereof as of «tanuary 1 
had rewain ml unchanged throughout the first quarter *n# if a tax of 3^
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To* Mr, Smead -3-

of 1 per cent effective January X had been established on Psderal Reserve 
notes in circulation not oortred by gold certificates piedged with tho Pod- 
oral Reserve Agent, Attention 1# called to tho following features of this 
plan that aro especially important and noteworthy*

1* Tho amount of interest paid or accrued on Federal Reserve 
notes to date of real location la Included along with expenses and 
dividends*

2, learnings on Treasury bills to the date of reallocation 
are included in ourrent earning**
(The joint effect of these two provisions is to inorease the 
amount of earnings (item F) required to bo covered in the 
first allooation (item 0) by assy excess of interest paid on 
Federal Reserve notes over earnings on treasury bills and to 
reduce such amourtt by any excess of-earnings on Treasury 
bills over interest paid or accrued*)

la the seeond step in the allooation, the remaining interest- 
bearing securities are allooated in proportion to average dally participa
tion in interest-bearing securities- during the preceding five years if 
the present plan in this respect is retained and the earnings on these 
securities for the remainder of the year would bo the estlasted earnings 
retained by eaeh Federal Reserve Bank at the end of the year providing 
the tax on Moral Reserve notes was Identical with the return on Treas- 
uiy bills, disregarding the minor Influence of the redemption fund. If 
the tax were less than 3/& of 1 per cent there would, of course, 'be some 
profit frcm carrying Treasury bills and the profit realised during any 
period would enter into the reallocation on the neat reallocation date. 
Conversely, .if the tax on Federal Reserve notes were more than 3/fe of 
1 per cent there would be a ourrent loss on treasury bills held and this 
loss would likewise enter into the next reallocation computation*

In order to have the final results conform as closely as possible 
to the objective in regard to distribution of retained earnings, it would 
be necessary and desirable on the December 1 reallocation to substitute 
for Item C, interest paid or aeorued through November 30, estimated Inter
est payable for the calendar year, and, likewise, to substitute for the 
Item 8,3, earnings on Treasury bills t o Herr ember 30, estimated earnings 
on Treasury bills for the calendar year, It would be hardly worthwhile 
introducing suoh a refinement in the computation, however, or even to 
retain the present adjustment, for profits and losses under Section 13b, 
unless the plan were modified so as to take aeoount of such expenditures 
as Xvmg sum payments to the retirement system and of such profits as profits 
on sales of Government securities. In fact, to do the best possible jdb, 
it would be desirable to Include all profit and loss figures in the 
calculation,
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To* Mr* Susa4 -i*—

Although the attaohed statmaent Is designed to distribute retained 
earn!age in proportion to participations in interest-bearing securities dur
ing the preooding five y«ari, the reallocation could very easily be modified 
so as to make th# distribution of retained earning* on any other basis*
For example, suppose that on consideration of the existing suiplus accounts 
it would be desirable to give certain Federal Reserve Banks an increased 
share in any retained earnings and to reduee amounts to be retained by other 
Federal Reserve Sanies, Item 1 could be changed to accomplish this wry 
readily. It might be decided, for example, that so far as the next 
$50,000,000 or $100,000,000 of retained earnings are concerned it would be 
desirable to have the Federal Reserve Bank of Boston receive 10 per oent 
and the Federal Beserve Bank of Chicago 5 $•** oent with other appropriate 
percentages for the other ten Banks* If the desirability of this vere 
agreed upon, Item H oould be so ohanged and allowed to stand as changed 
until the Federal Reserve Banks had aocumulated the #90*000,000 or 
#10^000,000 of additional surplus, whether this occurred within a few years 
or extended l»te the indefinite .future*

It will be noted that In the heading It is stated that treasury 
bill holdings are to be reallocated eaoh Wednesday and on the last day of 
each Month so as to equalise reserve ratios* This is recommended because 
of the desirability of avodlng any great disparity in reserve ratios se 
long as we have a System Aooount subject to allooation fro* which most of 
our earnings are derived and also for the reason, as stated above, that 
there would be no advantage to any Federal Reserve Bank under the proposed 
plan of allocating interest-bearing seourities to reeelve the maximum pos
sible allooation of Treasury bills* Because of the unimportance of Treas
ury bill holdings from an earning standpoint, if there is to be a tax on 
Federal Reserve notes, the allooation of Treasury bills need not be precise* 
In faet, 1 think it would be desirable to allocate them in multiples of 
either #5,000,000 or #10,000,000. If this plan were adopted the quarterly 
reallocation would deal only with Interest-bearing securities and would end 
with Itsm I# in the attached statement* The estimate of net earnings for 
the year after dividends and interest on Federal Reserve notes that fol- * 
lows would presuaably not appear on the periodical reallocation statement*
I have Inserted It on the attached statement partly as a natter of informa
tion to show that as of January 1 a tax of $/& of 1 per oent t on Federal 
Reserve notes might have been expected to result in a tax for the year of 
approximately #1*5,000,000 and the retention of earnings in «ie amount of 
approximately #2 6,000,000* If the tax rate wore increased to i fe of 1  
per eent, the amount of interest paid would be increased by one-third or 
by about #1 5,000,000 and the amount of earnings retained mould, be redueed 
to about #1 1 ,000,000* It Is obvious that the Federal Reserve Banks oould 
not .have paid a tax equal to the average rate of earnings on. the System 
Account (*6712 as of January 1) without drawing on their surplus accounts*
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To* Mr. Smead *»5~

t believ* t^ 'is  computation also clearly in d ica te s  th a t i f  t lw  re a llo c a tio n  
plan is  changed as herein suggested i t  would be passib le  from th e  ra a llo e a -  
t io n  * tat •wont to determine fairly accu ra te ly  *h a t the re s u lts  :?<sr th e  yet.r 
in  term * o f ta x  and retained earnings were likely to  ba and so to
keep the Board currently info used whether & ohougo in  the ta x  ra te  was 
essential at any tlao during  tho  year in  order to. avoid e ith e r  a ta x  o f  
suoh magnitude a t  to reduce tho existing surplus or retained, earnings in 
exoevs of tho amount that tho Board thought to  be ap p ro p ria te  wider tho  
c ireumotaneee »

When Ites i S U oxoeeds Itea B, as i t  will late in  th e  year unless 
the- tax on notes is so high ao to result .in a  very anall amount of re ta in ed  
earnings, it will bo necessary to vary the formula to produce th* desired 
results in respeet to tho distribution of retained earnings. This oan bo 
done by inoertlng a line lowing estimated earnings on interest-bearing 
securities for tho root of tho yoar plus tho excess for tho Systea of £ i* 
over D and first distribute this aaoimt in tho desired proportions and 
therefroa derive tho- ratios for the allocation of interest-bearing 
seourities, A soaewhat siailar ait oat ion now exists late In  the yoar 
in tho allooation of Treasury bills.

Attachment
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Four 'f or siALLocmas of xmf*s*»v>~\tisa ootiaaawT nnm m iim  a  stiitsi ofii m i n t  Accmwt* afml i*(Traasury Bill holding* raalU *tad saoh ffadnaaday and on tha last dsy of aaoh aonth io u  to
acpialisa raaarva ratio* of all Fadaral Sasarva Banka)

(In thouaanda of dollars)

*94?

1 ISmT "I’.im>-i 'di'j^-"'|' r w
York | (Wlphla [ l«ad 1 aondEl taf

Systaa Boston Atlanta Chicane si*1.
Louis

lriaa-* Kansas Dallas Saa
jFranoiscc

3st£2ata& ourraat axpansas, 
Olstwtai diTidancs, 1947 59*979

1947 11*156
ar aooruad)on F * R.notas o«tat£i #359 
«»dividends A int. a air. R. no tas 82*494 

Mmin{it 
1. Sstiastad earningst 194?

other than on Oovt* sseuritias 
2* <M int«ra»t«*baering sa<raritias 

in Systaa acct. to karah 3*
3* On Traaaury bills to March 3*
4 * total

3*573

f * Ixoaas of *D* over *l4*

2**530
13*44? 
38*550 
43*944

0* Allooation required (on basis of 5#859*200 
1*022309< aaminga rata) to produoe 
earninga April Daoaahar e$ual to"?* 

fi. Average saily participations, per sent 
i» interest-beeriag saourltlas in 
Syate* A©count sinoe larah 31 # 1942 100,0 

I* Allooation of ra&ainder of interest* 
bearing securities ($S*604*702#000 
lasa 15*359*200,000; on basis of H2#?45*5®2 

«f. Total allooations 8*604,702
K. Present allocations S,6o4*?0t
L. Chanje in alloaatio&s

4.003
666
890

5,559

14,579
5.900
2,104 
»,583

4,33?
836

1,014
6,187

5,167
1,098
1,260
7,525

3.871
470
960

5.301

3.219
424
672

4.315

7.88?
1,341
1.657
10,885

3,536
366
66?

4,619

1,361
24t

. J S

3.U0
370
535

4.015

2.698
411

161 943 223 399 203 158 5?6 255 119 272 72

1,455 5.500 
789 3,258 

2,405 9,701 
3A5U 10,882 

420,5331^50,933

1,591
928

2,742
3.445

459,333

1.919
1.890
3,608
3,917

522,267

1.329
851

2,383
2,918

389,067

1.U7

> 3
2.331

310,300

2,760
2,061
5.397
5,488

731,733

1.151
606

2,012
2.60?

347,600

627
366

1 ,1 1 4
1.337

178,*6?

1,028
627

1,927
2,088

278,400

961
479

1,512
1.934

257,867

?.o654 24.0631 7 .6 114 9.7453 6.3482 5.2399 12.8716 4.9979 2.8292 4.3668 4.5557

193,981 660,653 
614.5142.111.536 
581,5112097494 
♦33.003 -86,308

208,971
668,304
635,774
♦32,530

267,557
789,824
767,030
♦22,794

174,290
563.357
531,207
♦32,150

145.234 353.390 
456,0341.035,123 
44£,3201,1Q5,149 
♦ 9,714 -18,026

134,472
432,072
460,092
♦21.990

77.676 
255.943 
250.669 
♦ 5,274

133.618 
412.018 
410.795 
♦ 1.223

119.536 
577.453 
384.177 
- 6,724

5*661

9*5
7.608

192

Jrfsa
1,481
3.765
3.81)3

SiZjjpO

10.0555 

276,074
7S3,4?4
356,094 
-47.620

tstiaated nat earnings for year 
194? aftar dividends and interest 
on P. a* notast
A. From Item I 20,647,0001,459,000 4967,000 1575.000 2012,000 1310,000 1092,000 2657.000 1011,000 594,000 1005,000 399,000 2076,000
B. -m bills reqd.es collateral

^blllf not*Mqd. «. ooll«t*r«15"w’̂ 0  1556.393 1215.512 384,479 492.270 320,670 26?,212 650,190 247,410 142,913 245,339 220,022 507.939 
Total 25,842,680 1815,898 6132,512 1999,479 2504,270 1630,670 1359.212 3307,190 1258.410 726,913 1250,839 1119.022 25 3,939

iotai Sinoa all aaraings on Troasury bills and inte^st paid or aoorusd, on P* a. notes will ba inoludad in iteas 13 and C# raspaotively, at 
each reelIocstioc of tha Interest-Bearing Ooourities in tha Systea Open Market Aooount*

Cm On
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* *  "5 IN FILES SECTION
JAN 2jg4? ; I

T E L E G R A M
BOARD OF GOVERNORS

OF THE
FEDERAL RESERVE SYSTEM

LEASED WIRE SERVICE
WASHINGTON

January 2, 

ftouss - low fork

this will oonfirm undorstanding in tolophono oonvorsation that 

adjustments of participations in Systom Aocount will bo as follows, 

in thousands of dollars#

Intorost-feoaring Troasury
soouritios bill* Total

lOStOB -55,200 ♦1*2,055 -13.165
low Tork ♦28,32k -62,1214 -53.800
Philadtlphia ♦17,101* -5,815 ♦11.291
C 1st* land *1*1.2 5 1 -33.879 ♦7,372
liohaond ♦16,625 ♦136,6Wt ♦153.269
Atlanta ♦0,565 ♦77.U18 ♦85.983
Chisago ♦10,599 -95.U76 -8U.877
St. Louis -13,808 ♦55.102 ♦2 1,291*
Kinnsapolis -11,218 ♦30.1*5* ♦19.238
Iansag City -16,682 ♦31.359 ♦ll».657
Bailat -1»6,117 ♦39.085 -7.092
San Franoisoo ♦80.557 -17i»,727 -15U.170

Snoad
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£ tit.

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

of N e w  Y o r k

J a n u a ry  3 ,1 9 4 7 .

D e a r  M r ,  Smeads

We r e c e iv e d  y o u r  l e t t e r  o f  J a n u a ry  2 ,  1 9 4 7 /and  

h a ve  to d a y  s e n t  t o  th e  R e s e rv e  B an ks  a  copy o f  th e  com puta

t i o n  sh o w in g  th e  a d ju s tm e n ts  made i n  p a r t i c i p a t i o n s  i n  

S ystem  Open M a r k e t  A c c o u n t on  J a n u a ry  2 ,  1 9 4 7  as  o f  

J a n u a ry  1 ,  1 9 4 7 ,  p u rs u a n t  t o  th e  p la n  a d o p te d  a t  th e  

m e e tin g  o f  t h e  F e d e r a l  Open M a r k e t  C o m m itte e  on S e p te m b e r 2 1 ,  

1 9 4 4 9 a s am ended Ju n e  2 0 ,  1 9 4 5 .

In c lo s e d  h e r e w ith  i s  a copy o f  th e  l e t t e r  o f  

t r a n s m i t t a l ,  t o g e t h e r  w i t h  t h r e e  c o p ie s  o f  t h e  c o m p u ta t io n ,  

a ls o  copy o f  te le g r a m  w h ic h  was s e n t t o  e a c h  o f  t h e  F e d e r a l  

R e s e rv e  B an ks  on J a n u a ry  2 , - 1 9 4 7 .

R o b e r t  G . R o u s e , M a n a g e r , 
S ystem  Open M a r k e t  A c c o u n t.

M r .  E . L .  Sm ead, D i r e c t o r ,  
D i v i s i o n  o f  B an k O p e r a t io n s ,  
B o a rd  o f  G o v e rn o rs  o f  th e  
F e d e r a l  R e s e rv e  S y s te m , 
W a s h in g to n  2 5 ,  D , C .

E n c lo s u re s  (5 )
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MiSC. 1 40 A 100M-7-45

W M &

***** —

F e d e r a l  R e s e r v e  B a n k  o f  N e w  Y o r k
P ftV  M RECORDS SKfiONj 

APR 2 41968

JBK to m c t  ri«BW. uti

im m m t 2 *  1947

s m m  is

RM dJvrtm rt of p a rtic lp » U « , la  O nw rB in t M * u rittM  held im njtUe Aaaowit 

1« lMfoff w te  t•toy tt* ©f Jwwiurjr X « iw  to* { to  fo r o f <kmrt»Ma«

8*esrtti«a adopted Hy th* Fadwml Ojmb Seek** Coantttev », 190# •» «*•»*•« 
Jam a), 13*5. th* eo^patctUn# silo*!** a4ju*tmMt« mim  la  p«rtietp*.U<mi> of «te 

MHwmO. ?«4m«1 «whwi» B*nfc» «tU t» milwi to *11 ?.«*«rr« .Mcf ee J«a»fcry 5, !k*w 

OMVBtaUma ladle*** •» m m m  *f $ la  yerar t*4rtletj»*tton is

twnrluc oUi*»ttea*# «n « f | \ Sm your ptrUeipaUiMi In ?r**#ury

bill#, Niktac « M i  5 2 5 “  «* * -- . i* yow total pM-tteiy&tton la

th* n?9% *m  Aaem t* t u r n  % m k  will r«#t&ra^ifet* 

fyb# iHt MltViMi 'fcSI INI Rft&S

E$ff3QOfcgOO

PSX&j&lSLFftXA 17,104^00

GXISfT, GI*®RSUfi3EB a c m e * m pm §m
L^OR, sicwou) !S€%SftiX 16,625,000

J2«LAfiXI, a sijm i 8,5^,000

ftfffffflqfi mcKsia* 10,599,001)

m m . St* W cascESiSi 13,308,»X»

PCTK8I, nmem't'Asm ll,2l£,Q00

MSST, fti3Bft*fS CXTt 16,462,000

w m *9. ^,U 7,000

BWHEf, sas jm ic is<© a m i ^ISftOOO

% iJStt 
nicll3HrT42^5$»ooo
anBBHemai i.811.000 

nsaitttAaK 13.879*000

w » a i 9̂  

M l i  9 9 # H M * >
iichsase $f*i§i*@o© 

xacms* 30,456,000

31t3j$f0OO 

BKEHS1 19.025.000 
ftjpafflgf 174,727,000

mtiii

11*591*000
ryf̂ ¥Af-r 7,372,000

i5S#4W0e
85,983#008

IS6IS6S1 84»877f000
I^ISiSSE a,2«4«000

XPCKMiSjB 19,233,000
2 8 ^ | g U,457,000

7,092,600
154,170̂ )00

ROUSE
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MISC. 140A 100M-7-45

FEDERAL RESERVE BANK OF N E W  YORK
4PR241968

Jan u ary  3f 1947#

D aar M r. W M tta ao ra i

l a  accordance w ith  our ta la g ra a  o f  January 2* 

1947, I  e n d  os* h a ra irith  com putation o f  th a  readjustm enta  

mad* oa Jan u ary  2, 1947 aa o f  Saauary 1, 1947 i&  tha  

p a r t ic ip a t io n *  o f  %hm F a d a ra l R asarva Banka i s  tha Syatam  

Gpaa Marlc«t p o rtfo lio *

Vary truly your a #

Mr* L« f .  W bitt«Biore 
F a d a ra l R aaarra  Bantef o f  
B oaton , Maaaa

E n cloau ra

E q u « «*, M a n a g e r ,

T T  1,“ “ "at/ \
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cgsggjig^ . REALLOCATIOK OF GOVZRIMEHT SECURITIES IH SYSTQ? OPEN MARKET ACCOUNT, JAHUARY 1, 1947
(In thousioid* of dollars) 'Page 1

$  oo
CFV  j&

Es

Estimate

Phila Cleve Rich St. Minne KansasSysttn Boston Hew York delphia land mond Atlanta Chicago Louis apolis City Dallas San
Francisco

Esjjjjmate > ourrent expenses* 1947

W “ te dividends# 1947
'&k

expenses and dividends

b. Dslimufeva ourrent earnings,
1P14.7, other than cn Government 
securities

Excess of "C" over "D"

F. Allooation required (on basis 
of 1*00h(X?5% earnings rate) 
to produoe earnings equal 
to "E" t

G* Average daily participations# 
per cent# in interest-bearing 
securities in System Account 
since December 31# 194l

Allocation of remainder of 
interest-bearing securities 
($8#604#702#000 less 
$6,729#115#000) on basis

59,979 4,003 14,579
I.

4,337
Allocation of Interest-Bearing Securities 
57157" ‘ T . W T '' 3„?19'— T.W7 3,586 1,861 3,no 2,698 5,661

11,156 666 3,900 836 1,096 470 424 1,341 366 2142 370 411 1,032

71,135 4,669 18,479 5,173 6,265 4.341 3,643 9,228 3,952 2# 103 3,480 3,109 o,693

3,573

\

161 945 223 599 203 158 576 119 272 12 102

67,562 4.508 17.536 4,050 5.866 4,138 3,485 8,652 3,697 1,984 3,208 3,C37 6# sci

'29,115 448,995 1,746,570 493,'016 584,246 412,i4i 347,103 861,731 368,218 197,605 319,514 302,482 647,494

LOO.O 7.0654 24.0631 7 .6 114 9*7453 6.3482 5.2899 12.8716 Ik 8979 2.8292 4.e668 4.3557 10.0555

of "G" 1#875,587 132,518 451,524 l42#758 182,782 119,066 99,217 241,418 91,864 53,064 91,281 81,695 ie8,6oo
I* Total allocations 8,604,702 581,511 2,197,894 635,774 767,030 531,207 1446,320 1,103# 149 460,082 250,669 410,795 384,177 836,094
J. Present allocations 8,604#702 o36,7ll 2,169,570 616,670 725,779 514,582 437#755 1,092,550 473,890 2oi,ee7 427,477 H-30j 29 M- b15,537
K. Change in allocations — -55,200 +28,324 +17,104 +41,251 +16,025 +e,565 +10,599 -13,808 -11,218 -lo,oS;£ -̂ 6#il7 +20,557
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COTTIDEOTIAL
TOTa-

REALLOCATION OF GOVERNMENT SECURITIES IN SYSTET OPEN MARKET ACC CUNT, JANUARY 1, VyUt
(In thousands of dollars) Pare 2

fet# 1 lifinne- 
Louis J apolis

TEnsas"
CitySystem Boston New York delphia

Cleve
land

" rT cK- 
mond

A tla n ta C hicago Dallas San
Franoisoo

L» Allocation of Treasury bi’ls 
on basis of ttGn

V» Holdings of Treasury bills 
in option accounts

N- Allooation of System Account 
bills (wLn minus ’V")

Portion that Banks cannot take 
due to low reserve ratio*

P* Distribution of "O" to Banks 
with highest reserve ratios

Q* Final allooation of Treasury 
bills in System Aooount 
("N" minus n0* plus "P*1)

R# Present allocations

S* Change in allooations

T# Participation in System 
Aooount ("I* plus \*)

U. Change in participation

II* Allocation of Treasury Bills 

14.74U.983 1.0,1.792 3.548.100 1,122.300 1.436.943 93o.G4l 779.995 1.697.915 722.194 417.lo5 717.609

4.905.617 36.269 3.222.632 139.743 88,371 52.231 22.754 831.211 101,565 26,26J1. 64,847 

9.839.366 1,005,523 325.1)68 982.557 1.31*8.572 883.810 757.2lil 1.066.7C4 6?C,629 390.901 652.762

515.959 174,608

515.959

101,653 18,275

369,1)61

t>L£02Lfl 1,^2,062 

16,600 303,130 

625,647 1,179,552 

55.833 12.456 37.871 115.263

146.498

9.839.366 e30,9l5 325.468 880.904 1.330.297 883.eio 757.241 1.436.165 564.796 376.445 6l4.e9l

9.839.366 788.880 407.592 886.717 1.364.176 747.166 679.823 1.531.641 529.694 347.989 583.552 

+42.035 -82.124 -5.813 -33.879 +136.644 +77.418 -95.476 +35.loe +30.456 +31.339
III* Total allocation of System Account Securities

18,444.068 1.412.426 2.523.362 1 ,516,678 2,097,327 1JW5.017 W03,561 2.539.314 Me4.878 629.114 W 25.686

-13.105 -53.800 +11.2 9 1 +7.372 +153.269 +85.983 -84.877 +21.294 +19.238 +14.657

510.384 1.326.050 

471.359 1.500,777 

+39.025 -174.727

894.561 2.162.144 

-7,092 -154.170

* Based on note and deposit liability and
reserve figures on Deoember 31, 1916*

i
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Reproduced from the Unclassified I Declassified Holdings o f the National Archives
D E C L A S S I F I E D

A u t h o r i t y  11̂ 5 %

n u ss season 
JAN 31947

J £ B .

January 2, 19i*7

Mr# Bobert 0* loait, fioo President,
Fadaral loseriw lank of Bow fork.
Sow fork Bov fork.

Bear Mr, louses

There It enclosed a stateaent showing adjustments 
to tom wmim in al location* of §©wit»eBt securities in tho

* Systeia Open Market Aecoont at of jannery 1, 19^7# prepared la 
aooordanoe with tho foimtla adopted hy tho Systom Open Haricot
CoMittee on iopte*ber 21, I9I&, as aaondod Jfcne 20, 19l*5*

vi& &*>* ** r 
Tory trttly yours,.

S* 1 * Snead, Blreetor, 
Blrision of Bank Operations.

faolooare
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COWFXD£M^& healijoc^tiob of ( m z x m w m  sictmiTms ih ststm  opli mamet acco jst* stummr u
(In thousand* of dollar*)

<9 2ills-
i Phxla- Clava- Rich St* lfinna~ Kanaaa IBoston Saw York dalphla l&nd mond Atlanta Chicago Louie apolia : clty j Dallas San

Pranoi*oo

A. S«ttEi4j>|<P%urr9nt 1947 59*979
SB-

4.003 14.579 4.337" “ 5 : w ■ w r ■...7 ,? I9 ' ...._t ;w " 1 7 5 8 6 X.86X 3.X10 2,698 5.661

B* a a t i j a i ^ d  d iv id an d s#  1947 1 1 ,1 5 6 Ot(0 3.900 836 1,096 470 424 X.34X 3 6 6 370 411 X.032

i &
C* E a t l r  frfcad■axpengoa and d iv id e n d s  71,135 4.669 18,479 5.X73 0.265 4.3a 3.643 9.228 3 * 9 5 2 2.103 3,it80 3.109 6,693

E a t im t a d  e\«rrent # a r n in r s ,
1947# o th e r  th a n  on O ow rnm ant
• e o u r it  ia a  3  # 573 161 943 223 399 203 156 576 2 5 5 119 272 72 192

! •  B xoaas o f  *C * o r a r  *D# 6 7 * 5 6 2 4,508 X7.536 4,<550 5,866 4.138 3.485 8.652 3.697 1,984 3.208 3.037 6,501

F .  A llo o a t io n  r a q u ir e d  (o n  b a s is  
o f  l.O O ltG S^  tu r n in g *  r a t a )  
t o  produo© a a r a ln g a  aq u a l
t o  *£* 6.729.1X5 IM »993 1.746.570 493.016 584.246 412. x4l 347.103 861.731 368.218 197.605 319.514 302.482 647.494

GU Avor&ga d a i l y  par t  i c  ipafc 1 on a,  
p e r  oatrfe, In  in ta r©  a t»b©& r in g  
aaour i t  i a  a  In Syat^m Aooount 
•inoa CaoesBtsar 51# 19^1 100.0 7.0654 24-0631 7.61X4 9.7453 6.3482 5-2899 12.8716 4.8979 2.8292 4.8668 4.3557 10.0555

A llo o a t io n  o f  r a m in d a r  o f  
in t e r o « t * b « a r in g  s e c u r i t i e s  
($8 ,6 0 ^ ,70 2 ,00 0  laaa 

$6*729*115#000) on Tm ala 
o f  "a* X.875.587 132.518 451.324 142.758 182,702 119,066 99.217 24x,4l8 91.864 53.064 91.281 81.695 188.600

I *  T o ta l allooationa 8.604.70e 581.51X 2.X97.094 635.774 767.030 531.207 41)6.320 1,103*11̂ 460,082 250,669 4X0.795 384,177 636,094

J* Prasant a llo o & tio a a e,oou.7Cfe 636,7X1 2.169.570 6X6.670 725.779 5X4.582 437.755 1.092,550 473.890 2bl,m 427.477 430,29i* 8X5,537
K« Chango in a l l o o a t io n s — -55.200 ♦28,324 ♦17.X04 ♦41.25X + lo ,u £ 5 *8.565 ♦ 1 0 ,5 9 9 -13,806 -11,218 -16,682 -46,117 ♦20.557
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e o w m & m u L REALLOCATIOK OF OOThRMfEHr SECURITIES IS SYSTW OPEtf MARKET ACCOUST, JAMVARY I, 19^
(la thousands of dollars) Pag# ft

| Systen Boston Mur York ..TElIa- ,
delphla land ncnd Atl»nt* Chioago Leula T n s s s "apolla

Kansas
City T Dallu S*nFrenoi«oo

L. Allooation of Treasury to1X1* 
oa bfcsie of "G* 11^7^983 1*01*1*793 3#!fc&*l00

II# Allooatlon of Treasury Bill*

1,12a, 300 93t>#oa 779*995 I*6y7»9l5 722,i94 417,165 717,609 642,247 1 ,462,688

IU Holding* of Treasury bill* 
in option eoeoust* 4,905,61? 36,269 3,222,632 139*743 86,371 52,231 22,754 831,211 101,565 26,264 64,847 16,600 303.130

Allooatlon of System Aooount 
bill* (*bn minus %*) 9,839,366 1,005.523 325,466 9^*557 1*3^,572 6P3.P1C 757 »?4l 1.066,704 620,629 390,901 652,762 625,647 1,179.552

0. Portion that Bank* eaimot tak# 
due to t m  reserve ratio* 515.959 174,608 101,653 16*275 55,833 12,456 37,3?1 115.263

p • Distribution of *0* to Baidal 
with highest reserve ratio* 515.999 369,461 146,498

Q* Pinal allooatlon of Treasury 
bills in Systen Aoooint 
(*H* nimm *0* flu* *p*) 9,839,366 830.915 525.468 880,9<& 1*330*297 883,810 757,241 1,436,165 564,796 378,445 614,891 510,384 1 ,326,050

1 * Present allooatlon* 9,839.366 788,680 4C7.592 886*717 1,36^176 747,166 679,823 1,531,641 529.694 347,989 583,552 471,359 1,500,777
S. Change In allegations ssww* ♦42,035 -82,121* -5*813 *53*679 ♦136.644 ♦77,418 *95,476 ♦35.1C6 ♦30,456 ♦31.339 ♦39,065 -174,727

III. Total allooatlon of System Aooount Soourities
T* P&rtlo ipation in System 

Account (•I* plus %m} 18,4tt4,068 1,412,426 2,523#3<& 1,516,678 2,097.327 lM5.cn W(8,561 2!,539,314 1084,878 629,114 W C 5.686 894.561 2,162,144

tl* Change in participation — •13,165 -53#BOO +11*291 ♦7,372 *153,269 ♦85,983 -84,877 ♦21,294 ♦19,238 ♦14.657 -7,092 -13^,170

* Baaed on not« *nd doposlt liability and.
reserre figures on December 31# 19*46*
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