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WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d m s - p c h c l , 1 9 3 0 , 

SUBJECT: R e v i s i o n o f Open M a r k e t P r o c e d u r e . 

D e a r S i r ; 

U n d e r d a t e o f J a n u a r y 2 3 , 1 9 3 0 , a l e t t e r w a s a d d r e s s e d t o e a c h 
F e d e r a l r e s e r v e b a n k a d v i s i n g o f a d o p t i o n b y t h e B o a r d o f a r e v i s i o n o f 
t h e o p e n m a r k e t p r o c e d u r e m a d e e f f e c t i v e i n A p r i l , 1 9 2 3 . T h i s l e t t e r e x -
p r e s s e d t h e b e l i e f o f t h e B o a r d t h a t t h e p r o c e d u r e a d o p t e d c o n t a i n e d t h e 
e s s e n t i a l s o f a w o r k a b l e p l a n d e s i g n e d t o g i v e e x p r e s s i o n t o t h e common 
i n t e r e s t s o f t h e F e d e r a l r e s e r v e b a n k s i n m a t t e r s o f o p e n m a r k e t p o l i c y 
a n d t o p r o v i d e a r e a s o n a b l e a n d p r a c t i c a b l e m e t h o d f o r j o i n t a c t i o n . I t 
r e q u e s t e d t h a t a f t e r e a c h b a n k h a d h a d t i m e t o c o n s i d e r t h e p l a n i t s v i e w s 
t h e r e o n b e f o r w a r d e d t o t h e B o a r d . 

On M a r c h 2 4 t h a n d 2 5 t h , a m e e t i n g w a s h e l d f o r t h e c o n s i d e r a t i o n 
o f o p e n m a r k e t p o l i c y a t t e n d e d b y r e p r e s e n t a t i v e s o f t h e t w e l v e F e d e r a l r e -
s e r v e b a n k s . At t h e c o n c l u s i o n o f t h e r e g u l a r b u s i n e s s , a t h o r o u g h d i s c u s -
s i o n w a s h a d r e g a r d i n g o p e n m a r k e t p r o c e d u r e i n t h e l i g h t o f l e t t e r s w h i c h 
h a d b e e n r e c e i v e d b y t h e B o a r d f r o m t h e d i r e c t o r s o f e l e v e n o f t h e F e d e r a l 
r e s e r v e b a n k s . F o l l o w i n g t h i s d i s c u s s i o n t h e r e p r e s e n t a t i v e s o f t h e F e d -
e r a l r e s e r v e b a n k s , w i t h t h e G o v e r n o r o f t h e F e d e r a l R e s e r v e B o a r d , w e r e 
a p p o i n t e d a c o m m i t t e e t o p r e p a r e a f u r t h e r r e v i s i o n o f t h e p l a n a c c e p t a b l e 
t o t h e m . T h i s r e v i s i o n w a s t h e n t h o r o u g h l y d i s c u s s e d b y t h e B o a r d a n d t h e 
r e p r e s e n t a t i v e s o f t h e F e d e r a l r e s e r v e b a n k s , w i t h t h e r e s u l t t h a t some 
f u r t h e r c h a n g e s w e r e m a d e . 

T h e r e v i s e d p r o c e d u r e i n i t s f i n a l f o r m , c o p y o f w h i c h i s a t -
t a c h e d , w a s u n a n i m o u s l y a g r e e d t o b y t h e r e p r e s e n t a t i v e s o f t h e F e d e r a l 
r e s e r v e b a n k s . I t h a s s i n c e b e e n c o n s i d e r e d b y t h e F e d e r a l R e s e r v e B o a r d 
a n d w a s a d o p t e d b y t h e B o a r d w i t h o u t c h a n g e , t o b e c o m e e f f e c t i v e w h e n r a t -
i f i e d b y t h e b o a r d s o f d i r e c t o r s o f t h e t w e l v e F e d e r a l r e s e r v e b a n k s . 
P l e a s e , t h e r e f o r e , s u b m i t t h e m a t t e r t o t h e B o a r d o f D i r e c t o r s o f y o u r 
b a n k a t i t s n e x t m e e t i n g a n d a d v i s e t h e B o a r d w h e t h e r y o u r d i r e c t o r s a c -
c e p t p a r t i c i p a t i o n i n t h e Open M a r k e t P o l i c y C o n f e r e n c e u n d e r t h e p l a n a s 
r e v i s e d . 

I n t h e B o a r d ' s l e t t e r o f J a n u a r y 2 3 , 1 9 3 0 , i t w a s p o i n t e d o u t 
t h a t c e r t a i n w o r k i n g a r r a n g e m e n t s w h i c h m i g h t b e n e c e s s a r y w o u l d b e s t b e 
d e t e r m i n e d b y t h e c o n f e r e n c e i t s e l f when o r g a n i z e d . I n t h i s c o n n e c t i o n , 
t h e r e p r e s e n t a t i v e s o f t h e F e d e r a l r e s e r v e b a n k s a t t h e m e e t i n g o n M a r c h 
2 4 t h a n d 2 5 t h v o t e d i t t o b e t h e s e n s e o f t h o s e p r e s e n t a t t h e m e e t i n g 
t h a t t h e r e p r e s e n t a t i v e o f t h e F e d e r a l R e s e r v e B a n k o f New Y o r k o n t h e 
O p e n M a r k e t P o l i c y C o n f e r e n c e s h o u l d b e e l e c t e d c h a i r m a n f o r o m e e e a r : 
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t h a t t h e E x e c u t i v e C o m m i t t e e , p r o v i d e d f o r ii% t h e p r o c e d u r e , s h o u l d c o n -
s i s t o f t h e c h a i r m a n a n d t h e r e p r e s e n t a t i v e s 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 f B o s t o n , C l e v e l a n d , P h i l a d e l p h i a a n d C h i c a g o f o r o n e y e a r ; a n d t h a t t h e 
c o n f e r e n c e a d o p t a p r i n c i p l e o f r e a s o n a b l e r o t a t i o n i n t h e m e m b e r s h i p o f 
t h e E x e c u t i v e C o m m i t t e e a f t e r t h e f i r s t y e a r . 

B y o r d e r o f t h e F e d e r a l R e s e r v e B o a r d , 

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

E . M. M c C l e l l a n d , 
A s s i s t a n t S e c r e t a r y . 

TO THE CHAIRMEN OF ALL FEDERAL RESERVE BANKS. 

( E n c l o s u r e ) 

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



X - 5 5 5 6 - a 

8 8 9 

(Draft of open market procedure as revised at the meeting of the 
Federal Reserve Board with representatives of the 

Federal reserve "banks on March 25, 1930, 
and adopted by the Federal He-

serve Board.) 

"(1) The Open Market Investment Committee, as at present constituted, i s 
hereby discontinued and a new committee, voluntary in character, to be 
known as the Open Market Policy Conference, i s set up in i t s place. 

(2) The Open Market Policy Conference shall consist of a representative 
from each Federal Reserve Bank, designated by the Board of Directors of 
the bank. 

(3) The Conference shall meet with the Federal Reserve Board upon the 
cal l of the Governor of the Federal Reserve Board or the Chairman of the 
Executive Committee, after consultation with the Governor of the Federal 
Reserve Board. 

(4) 1 The function of the Open Market Policy Conference shall be to 
consider, develop and recommend pol ic ies and plans with regard to open 
market operations. 

(5) The time, character and volume of purchases and sales shall be 
governed with the view of accommodating commerce and business and with 
regard to their bearing upon the credit situation. 

(6) The conclusions and/or recommendations of the Open Market Policy 
Conference, when approved by the Federal Reserve Board, shall be submitted 
to each Federal reserve bank for determination as to whether i t wil l par-
ticipate in any purchases or sales recommended; any Federal reserve bank 
dissenting from the proposed policy shall be expected to acquaint the 
Federal Reserve Board and the Chairman of the Executive Committee with the 
reasons for i t s dissent. 

(7) An Executive Committee of f ive shall be selected from and by the 
members of the Conference for a term of one year, with f u l l power to act 
in the execution of the pol ic ies adopted by the Open Market Policy 
Conference and approved by the Federal Reserve Board, and to hold meetings 
with the Board as frequently as may be desirable. 

(8) Each Federal Reserve Bank participating in the Open Market Policy 
Conference shall be considered as waiving none of i t s rights under the 
Federal Reserve Act; each Federal Reserve Bank shall have the right at i t s 
option to ret ire as a member of the Open Market Policy Conference, but each 
bank while a member of the Conference shall respect i t s Conference obliga-
tions." 
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