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F E D E R A L R E S E R V E B O A R D 

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 
X-9391 

December 10, 1955. 

Dear Sir: 

On October 5, 1928, a letter (X-6151) was sent to all 

Federal reserve banks in which it was suggested that it would 

be of very great assistance to the Board if, at the time the 

directors of a Federal reserve bank voted to make a change in 

the discount rate at the bank, the chairman, in advising the 

Board of the action taken, would inform it also of the reasons 

which actuated the directors in establishing the new rate. Some 

of the banks, in response to this suggestion, have undertaken to 

state, very briefly in most cases, the reasons for the new rates 

established by the banks. 

As you know, the Board of Governors of the Federal Reserve 

System is required by the last paragraph of section 10 of the Fed-

eral Reserve Act, as amended by the Banking Act of 1935, to keep 

a record of actions taken on questions of policy and of the reasons 

underlying such action. The Board feels that in connection with 

its compliance with this new requirement of the law it will be 

highly desirable that it have the benefit of a statement of the 

reasons underlying the action of a Federal reserve bank in estab-

lishing new rates of discount and purchase and for advances made 

by it. 
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Therefore, the Board requests that, in the future, when 

new rates are established by your bank your telegram to the Board 

requesting approval of such action contain a statement of the 

important reasons which prompted your directors in voting to make 
• • ZMT - V W W., . ' 

the change. 

Advice of action on discount rates by the Federal reserve 

banks in the past usually has been transmitted to the Board by tele-

graph. In some cases, however, the Board has been informed of such 

action by telephone. The Board is of the opinion that, in acting 

on new rates fixed by a Federal reserve bank, it should have before 

it, whenever possible, a definite statement of the reasons for the 

bankts action and, therefore, requests that, in the absence of 

unusual circumstances making some other procedure necessary, it be 

advised by telegraph of new rates established by your bank and 

that there be included in the telegram in each case the statement 

referred to above as to the important reasons for such action. 

Of course, such a statement ordinarily would not be included in 

the telegram sent to the Board advising of the establishment with-

out change of the rates of discount and purchase in your existing 

schedule, 

It will be appreciated by the Board if you will bring this 

letter to the attention of your directors at their next meeting. 

Very truly yours, „ 

Ho<rVU-£^. 

Chester Morrill, 
Secretary, 

TO ALL F. R. AGENTS. 
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