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March 22, 1921. 

SUBJECT: Unauthorized Sta tements as to Rate Changes 
and Future p o l i c i e s . 

Dear S i r : 

The Board d e s i r e s to c a l l the a t t e n t i o n of the o f f i c e r s and 
d i r e c t o r s of t h e Federa l Reserve Banks to the importance of t h e i r r e -
f r a i n i n g from express ing any opinion as t o the l i k e l i h o o d of changes 
i n d i scoun t r a t e s . Anything i n the n a t u r e of a f o r e c a s t of the r a t e 
p o l i c y of a F e d e r a l Reserve Bank or a f o r e c a s t by r e s p o n s i b l e o f f i c i a l s 
of the Fede ra l Reserve Banks as to r a t e p o l i c i e s g e n e r a l l y i s f r a u g h t 
w i th grave p o s s i b i l i t i e s of harm. A s ta tement which may be taken as 
p r e d i c t i n g a change in p o l i c y o r a cont inuance of p r e s e n t p o l i c i e s might 
we l l teake those charged wi th the a d m i n i s t r a t i o n of the F e d e r a l Reserve 
System and the shaping of i t s p o l i c i e s open t c the charge of dece iv ing 
the p u b l i c i n case c o n t r a r y a c t i o n should be t aken . 

Paragraph (d) of Sec t ion 14 of the Federa l Reserve Act 
au tho r i ze s .the d i r e c t o r s of each Federa l Reserve Bank " t o e s t a b l i s h from 
time to t ime, s u b j e c t to review and de t e rmina t ion of the Federa l Reserve 
Board, r a t e s of d i scount t o be charged by the Fede ra l Reserve Bank f o r 
each c l a s s of p a p e r . " The Board r e se rves the r i g h t , under i t s power of 
review, to modify e x i s t i n g r a t e s a t any time b u t i t has always been the 
p r a c t i c e t o permi t the Federa l Reserve Banks to e x e r c i s e the i n i t i a t i v e . 
I t should be borne i n mind, however, t h a t any a c t i o n t aken by the d i r e c t o r s 
of the Federa l Reserve Banks wi th r e spec t t o d i scount r a t e s i s ne t f i n a l , 
bu t i s s u b j e c t t o review and de te rmina t ion of the Federa l Reserve Board. 
With the p o s s i b i l i t y t h a t the re w i l l be c o n s t a n t l y i n c r e a s i n g p r e s s u r e 
f o r r a t e changes, the o f f i c e r s and d i r e c t o r s of the Federa l Reserve 
Banks cannot be too c a r e f u l to avoid making any s t a tements which may be 
regarded as a f o r e c a s t . When the d i r e c t o r s of a Federa l Reserve Bank vote 
t o make a change, no p u b l i c i t y whatever should be g iven t o such a c t i o n 
u n t i l t he changes proposed have been approved by the F e d e r a l Reserve 
Board. Then i t should be announced p u b l i c l y a t the c l o s e of b u s i n e s s 
on the day t h a t f i n a l a c t i o n i s taken by the Board. In t h i s way no ad-
vantage w i l l be obtained by any one person or c l a s s of p e o p l e . 

The fo l l owing r e s o l u t i o n which has been adopted by the d i r e c t o r s 
of one of the Fede ra l Reserve Banks i s commended by the Board f o r f a v o r -
able c o n s i d e r a t i o n by a l l Federa l Reserve Banks: 
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" I n view of the u l t r a - c o n f i d e n t i a l c h a r a c t e r 
of the work of the p e r s o n n e l of the F e d e r a l Reserve 
Bank, and i n view of the sometimes exagge ra t ed im-
p o r t a n c e a t t a c h e d even to i n f o r m a l or p e r s o n a l com-
ments or s t a t e m e n t s made by F e d e r a l Reserve Bank 
employes concern ing g e n e r a l "banking m a t t e r s , no em-
p loye of the F e d e r a l Reserve Bank s h a l l i n any way 
d i s c l o s e to anyone, o t h e r than an employe o r o f f i c e r 
of the hank e n t i t l e d t h e r e t o , any i n f o r m a t i o n ob ta ined 
i n t h e cour se of h i s or h e r work, o r d i s c u s s any 
"banking m a t t e r s t h a t may i n any way concern o r r e l a t e 
t o t h e F e d e r a l Reserve Board, t h e F e d e r a l Reserve 
Banks, o r any member hank, w i t h anyone n o t connec ted 
w i t h t h e F e d e r a l Reserve Bank, 6nd i n no even t ou t -
s i d e of the o f f i c e of the F e d e r a l Reserve Bank. 
Anyone g u i l t y of a b r e a c h of t h i s r u l e w i l l b e s u b j e c t 
t o immediate d i s m i s s a l . " 

You a r e r eques t ed t o t a k e t h e f i r s t o p p o r t u n i t y of b r i n g i n g 
t h i s l e t t e r t o the a t t e n t i o n of your Execu t ive Committee and of your 
Board of D i r e c t o r s . 

Very t r u l y y o u r s , 

G o v e r n o r . 

CW.fiIRMFN AND GOVERNORS OF ALT, FEDERAL RESERVE BANKS. 
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