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FEDERAL RESERVE BOARD 
WASHINGTON 

X-3242 
November 9, 1$21. 

SUBJECT: Purchase of United S t a t e s Bonds Bear ing C i r c u l a t i o n 
P r i v i l e g e . 

Dear S i r : 

S e c t i o n I d of t h e Federa l Reserve Act p r o v i d e s f o r t h e 
g radua l r e t i r e m e n t of Na t iona l Bank n o t e s and r e q u i r e s t h e United 
S t a t e s T r e a s u r e r t o f u r n i s h the Federa l Reserve Board, a t t h e end 
of each q u a r t e r l y p e r i o d , a l i s t of a p p l i c a t i o n s from n a t i o n a l banks 
t o s e l l , a t p a r and accrued i n t e r e s t . United S t a t e s bonds s e c u r i n g 
c i r c u l a t i o n . Sec t i on 18 a u t h o r i z e s t h e Board t o r e q u i r e Federa l 
Reserve Banks t o purchase such bonds, p rovided t h a t t h e t o t a l amount 
purchased by a l l Federal Reserve Banks i n any one yea r s h a l l no t ex -
ceed $25,000,000, which amount s h a l l i n c l u d e bonds acqu i r ed under 
S e c t i o n 4 of t h e Federal Reserve Act by t h e Federa l Reserve Banks. 
P r o v i s i o n i s a l s o made i n S e c t i o n I d f o r t h e exchange of United 
S t a t e s 2 p e r cent Consols w i t h the Treasury f o r 3 P e r cen t gold 
n o t e s wi thou t the c i r c u l a t i o n p r i v i l e g e . 

For t h e r ea son t h a t t h e s e n o t e s could not be so ld a t p a r , t h e 
Board has not fo r some yea r s p a s t r e q u i r e d t h e Federa l Reserve Banks t o 
purchase 2 p e r cent Consols o f f e r e d by n a t i o n a l banks. The Board now 
d e s i r e s , however, t o e x p r e s s t o t h e Federa l Reserve Banks i t s w i l l i n g -
n e s s t o have them purchase on the open market a t p a r and accrued 
i n t e r e s t United S t a t e s 2 pe r cent bonds b e a r i n g t h e c i r c u l a r ! o n p r i v -
i l e g e . The amount t h a t may be purchased d u r i n g t h e remainder of t h e 
p r e s e n t ca lendar year i s $25,000,000, l e s s any bonds which may have 
been acqui red under S e c t i o n 4 of t h e Act . I t i s sugges ted , however, 
t h a t no Federa l Reserve Bank s h a l l pu rchase , w i t h o u t f u r t h e r r e f e r e n c e 
t o the Board, an amount i n excess of i t s a l l o t m e n t on t h e b a s i s of 
c a p i t a l and s u r p l u s . The amount a l l o t t e d t o each Federa l Reserve Bank 
on t h i s b a s i s i s a s f o l l o w s ' 

Percen t of Tota l • Amount 
Boston 7.66 $1 ,915 ,000 
New York 27.27 6 , 3 1 7 , 5 0 0 
P h i l a d e l p h i a 2 .28 2 ,070 ,000 
Cleveland 10 .53 2 ,632 ,500 
Richmond 5 .19 1 , 2 9 7 , 5 0 0 
A t l a n t a 4.C6 1 , 0 1 5 , 0 0 0 
Chicago 14 ,18 3 ,545, ooo 
St . Louis 4 .32 1 , 0 5 0 . 0 0 0 
Minneapol is 3 .43 857,500 
Kansas City 4 .37 1 , 0 9 2 , 5 0 0 
D a l l a s 3-57 392,500 
San F ranc i sco 7 .14 1 , 7 5 5 , 0 0 0 

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



X-3142 

I t appears from t h e S e c r e t a r y ' s minutes of the Conference 
of Governors of Federal Reserve Banics held r e c e n t l y t h a t i t was 
t h e sense of the Conference t h a t Federal Reserve Banks should 
be au thor ized t o purchase i n eacn calendar year the maximum 
amount pe rmi t t ed under Sec t ion 18, a t not more than pa r and 
accrued i n t e r e s t . 

Very t r u l y yours , 

G o v e r n o r . 

GOVERNORS ALL FEDERAL RESERVE BANKS 
COPIES TO CHAIRMEN 
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