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At the meeting of the Federal Open Market Commitiee
yesterday, there vwas some discussion as to whether member bank
borrovings do not have & decreasing infiuence, as a measure of
restraint, after they have passed some figure, such as $1 billion
or $1i ®ill This seeuis to be on the theory that the banks
then tend to become used to borr s &nd rather like it after
they have betoms accusiomed to it. do not think this theory
should be accepted without question, oy,

1. There is the matter that }Nr. Gidney mentiomed at
the meeting, namely, that the aggregate figures temnd to conceal X%
the fact that different banks may be borrowing from iime to time, 7,
vith some new borrovers coming in as cld borrowvers pay out., The >
recent survey made by the Board, dated September l2th, showed S/
that oaly about 108 of all member banks borrowed in dugust, al- /. ./
though 2/3rds of the central reserve city banks borrowed, and N
1/2 of the reserve city banks. To spread out the rastraia:.n;
infiuence of member bank borrowing, a higher agzregate figure
than ve recently have had might be necessary. :

2+« There is also the fact that mesmber bank borrowing
brings the borroving bapk under some degree of control dby tha
} Federal Reserve Banks. The banks do not like to be in the

1939

position of having us able to tell them that they must reduce
or eliminate thelr borrowing from us, vhich forces them to make
other adjustments in their portfolios. 1 think it will be guite
s while before thi: feeling will subside, 1f it ever does, de-
spite the profitability of b wing at nresent -rates.
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