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: l: lnr Mr, ﬂlsbn-

- - m erluu'n's htar to you under dne of
w lht. which, in accordsnce with his expressed desire, you
have brought to the attemtion of the Federal Reserve Bank of
Philadelphia, was carefully considered at the semiemonthly meet-
‘ing of our Board of Directors on Wednesday, the 6th instant,
~and I am directed to reply as follows:" iy

_ Governor Orissinger's letter may properly be comsidered
in two aspects = first, as it affects the Federal Reserve Bank -
‘of Philadelphia directly and mhlini;. nd muh. in its

: bmurwntl.utl nmﬂ. $1%q

_ !.tlhuthlﬂmrmt firlt. Ml;urqo

~ the discounts of this Bank had fallen to & point which left us
with very comsiderable funds temporarily unemployed . The volume
of discounts was constantly shrinking, It was the judgment of the
Board that this shrinkage was likely to continue for some time,
and that the 65% of our deposits which we are at liberty to use

. would emble us, from that source alone, to meet any demands which
our member banks might make upon us within & period of two or
three years, This judgment, I may add, has thus far been verified.
‘The low point in discounts was not reached until August, 1922, and
_there has never simsce been & un- mu our umms m to
mnmumu... - i

3 : ﬂlwmn ng m mm. ﬂu nut uuuu tu-
decision was whether &1l the rest of our resources should remain

- 4dls and unproductive, nrm r we were charged with & duty to
~employ them, It would unduly prolong this letter to recite the
~considerations which led us to the latter conclusion, Suffice it

- to say that we did reach it, and that we have pever rurottﬂ at
nor. mm reason lo tllht that nnlu m-htm
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m“ Mﬂw then selling at 5%, and ummm
rmate was wmnjustifiably low we were more disposed to curtail our
purchases than to increase them, This left us only govermment se- X
curities, Wo deemed it better Reserve Bamking policy to buy short-
notes than long-term bands, Ais between short-term Treasury
longer term Treasury Notes ; we ¢hose -the latter
for three ressms - (1) beceuse they paid a mm.uh)m
their purchase did mot involve competition with member banks, & Tii
ﬂﬁ'ﬂ ﬁiw orthllnhl. We only t part of
wnt was offered to us by member banks or dealers, At no time did
we make any bid, or place any open-market omier,

Having exercised our best judgment in making these purw
chasess having seen owr Jjudgment tlms far verified; and observing no
injury that has reaul ted either to the Treasury tepartment or to the
business and commerce of Mnthu%#t‘u%
these securities, or any of them, part at & heavy loss, W
loss can be avoided wﬁiﬁﬁﬁ!ﬁm‘i\u
that jour Board consented to the sale of our rtion of ﬂo.oeo&- \

, only of a desire to meet, as far as the desires of

l Treasury DLepartment, and respect for the unanimous recomendation of
the Comittee, I was directed to advise you that the Board rves y <

! a;Lnmend discretion to dissent from axy future recamends | ’f\

' which the Committoe may mie, —

As to the broader aspect of the ¢question, The Hoard noted
with some swrprise the references in Governor Crissinger's letter to
"the policy of the (Reserve) Board,” "the Noard's determinstion," and
the desire that you should eall the matter to the attention of the
Banks "in order ®wat the policy of the Board may be carried out in its
entirety,” mﬁDMMcmmmmuthth
of government securities made by the Banks shall be subject such
rules or regulations as the Heserve Board may prescribe, we are not
aware of aany rules »r regulations which the Board has ever prescribed
on this subject, mor do we find in the iet amy power given to the Board
to preseribe any rules as to the sales of such securities, or ayy power
to impose wpon the Directors of the several Basks a policy onm this sub=
ject which is at variance with their own judgment, Such a power, on
the contrary, would seem to us e utterly incomsistent with all the
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atltor yﬂv&ahﬂ of ﬂu Act, and would tmto an impossible situa-
tion, inasumch as it womld vest responsibility in ome group and power
There can be no doubt that the Federal Reserve

in another group.

_'mu-u.

y 4 essly provides that-
~ "gontrol” of a Board of

tem, and the Act

. Bank shall be conducted under the
tors, which shall "perform the duties

~usually appertaining to the office of directors of banking associa-

tions".

It has beén and is the wish and policy of the Board of this

“Bamk t0do everytn

l
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possible to meet the views of the
deral Resa¥ve Boaré onm all mt’hu. but it is

Treasury De-

felt that attentlon should be called to the fact that this willingness
sust not be comstrued as a willingness to surrender the powers expressly
conferred by the Act, and naturally attaching to the degree of respon-

8ibility which Directors of Reserve luh uupt for tlo management of
‘ﬁuu several institutiora.

~Iam,

ﬁry truly ﬁmrl,

(Signed)

“.. 'l m“ 1 M

~Governor.
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