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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 5 . N E W  Y O R K

A lt. Kauri E , Bopp, V ice P res id en t. M ay 16* 1955
F ed era l R eserve Bank o£ P h ilad elp h ia ,

P hiladelphia 1, F a .

D ear K a rl: £>-'

C
l  hair* m l  Dm d ra ft of yo«r paper e t M o M ^  
which yon >«bI semi la s t v ic k , and 1 haven’t  enough sp ecific  com m ents to  
w » ffw rt sending b tc k  e x tra  copy w ith  n a rg b tftl a a to tiw u . la  g en era l,

X th« p a p tr ex ce llen t, the vox* o f balanced yet provocative « m « y
o f the fie ld  which w t have come to  expect from  yon.

O
M y sp ecific com m ents v t r f i  w  tte  picayuae. r i r i t ,  thar«  
la  aa ©14 phobia o f »Im d which re la tes  to  tha infla tio n  a lte r  W orld W ar I I .

Y iltt lem i? it  l& i A# tk# took lk»
b a r bet was concealed o r suppressed, aad that the raw ty a v a ila b ility  of 
«v«4tt la  Dm  p riva te  economy a lta r  tha w ar «ii  wot so targ e a cause aa m ost 
people believe o r m ih s m .  Your seconI paragraph on page 2 awakened th is  
reac tio n .

D
I  d id gat throw n o ff tha trac k  a lit tle  wham yea started  w ith  
W M v ttU B ty  aa aa* o f tha ahjaettvae o f ce n tra l bank policy *  aa to  w hether 
yoa w ere ta lk in g  about ce n tra l banking in  general o r la  tha Waited S tates.

You picked me up la te r when yott pointed oat th at we have been able la rg e ly  
I to d ia regard  our balance of paym ents ia  pursuing m onetary p o licy . Yon 
I m ight want to  throw  la  a  paragraph cm the closeness -  day to day * w ith  w hich  

\  \  1 ce n tra l banks la  m ost foreign countries have to follow  the fo reign  exchanges 
( j  \ \  j \  and the balance o f paym ents. In c id en ta lly , in  tha same araa yon changa 

\ f  from  c o n v e rtib ility  to  red eem ab ility  a t tha bottom of page 5 , b«t don't aay 
Y what yon m ean by red eem ab ility . &o yon want to get la ta  dom estic 
I  conve r tib lilty  ?

1 liked  what yon had to  say about guides and judgm ent, aad 
about the supply, a v a ila b ility  aad cost of c re d it. Perhaps 1 liked  p a rtic u la rly  
your statem ent th at no d irec tiv e  o r specific gnide w ill te ll the p rac titio n e r 
w hat to  do a t 11:00 a .m . oa Thursday. It  is  a fa ilu re  to  understand that 

. sim ple fa c t, w hich underlies some of the p re s e t d esire to  m ake the
\^ **  M anager o f tha System  Open M a rk e t Account m ore d ira c tly  responsible to  

the F ed eral Open M arke t C om m ittee. I  can th ink o f nothing m uch w orse  
than a tw elve m an com m ittee try in g  to decide what to  do s i 11:08 a .m . on
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Thursday. U w nM  1m 11:00 » ,» ,  «m FfW ty before t&ft d lN t t iv i omarged. 
Becauae I b«li*v* a© ti» iW |U y  la what yon aay ab«at the Federal Opan 
Markat Comsnt&§«• n l  t»tha quotatioayou o t page U, la m  alarmad 
ly  tfcud&tt&ir to trv to tifcii C ^ sia ilte i m&iS
body, ft kaa anough to do coaklag policy, It It |« i  H i capacity to 4$ that 
«•!!*

SiaeiMlf,

A llan  Sproul
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