The meeting of the Federal Open Merket Committee was recon-
vened in the offices of the Board of Governors of the Federal Reserve
System in Washington on Tuesdsy, Merch 1, 1928, et 11:00 a.m.

PRLSENT: Myr. Fecles, Chairmen

Mr. Barrison, Vice Chairmen
Mr. Szymezak

Mr. Md{ea

Mr. Ransom

Mr., Davis

Mr. Sinclair

Mr, Newton

Mr. Schaller

Mr. Peyton

Mr. Morrill, Secretary

Mr. Wyatt, General Counsel

Mr. Goldenwelser, Economist

Mr. ¥illisms, Associaete Economist

Mr. Purgess, Manager of the System Open
Market Account

Mr. Cerpenter, Assistant Secretary of
the Board of Governors of the Federsl
Reserve System

Mr. Thurston, Special Assisgtent to the
Cheirman of the Board of Governors
of the Federsl Reserve System

The Secretary reported thet records of the elections for the
period of one year commencing March 1, 1928, of members end slter-
nates representing the Federal reserve banks, or certified coples
thereof, had been received by the Secretary of the Committee; that
each newly elected member and alternate had filed the required oeth
of office; and thut it was the opinion of the Committee's counsel on
the basis of these documents that the newly elected members and elter-

nates presenv were legally qualified to perticipate in the meeting,

as follows:
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to the board of directors of the Federal Reserve Bank of New York the

le

George L. Harrison, President of the Federal Reserve
Bank of New York, vith Roy A. Young, President of the
Federal Reserve Bank of Boston, &s alternate member;

John S. Sinclair, President of the Federal Reserve
Bank of Philedelphia, with M. J. Fleming, President
of the Federal Reserve bank of Cleveland, as alternate
member;

Oscar Newton, President of the Federal Reserve Bank
of Atlenta, with KFugh Leach, President of the Federal
Reserve Bank of Richmond, es alternate member;

George J. Schaller, Preeident of the Federal Reserve
Bank of Chicego, with VWm. McC.Martin, President of
the Federal Reserve Bank of St. Louis, as elternate
member; snd

John N. Peyton, President of the Federal Reserve
Bank of Minneespolis, with George H. Hamilton, Presi-
dent of the Federal Peserve Bank of Kansas City, es
elternate menber.

Upon motion duly mede and seconded, the
following officers of the Committee were re-
elected by unanimous votes to serve until the
election of their successors at the first meet-
ing efter March 1, 1939:

Marriner S. Eccles, Chairmen

George L. Harrison, Vice Chairmen

E. A. Goldenweiser, Economist

John H., Willisms, Associete Economist
Walter Wyatt, General Counsel

J. P. Dreibelbis, Assistant General Counsel

U7- o motion duly made end seconded, end by
unenimous vote, the Committee selected the Fed-
eral Heserve Bank of New York to execute trans-
ections for the System open market account until
the adjourmment of the first meeting of the Com~
mittee after March 1, 1939.

Mr. Harrison stated that it was his intention to recommend

10

selection of Mr. Rurgess as Manager of the System Open Market Account.
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Upon motion duly made end geconded, end by
unanimous vote, the Committee approved the selec-
tion of Mr. Purgess as Manager of the System
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account in the event of his reappointment by
the board of directors of the Federal Reserve
Bank of New York to act in that cavacity.

Upon motion duly mede and seconded, end by
unanimous vote, the followlng were selected to
serve with the Chairmun of the Federal Open Market
.Committee, who under the provisions of the by-laws
18 also chairmen of the exscutive committee, oa
memdbers and alternate members of the executive
committee until the first meeting of the Federal
Open Market Committee after March 1, 1939:

Members Alternete Members
M, S. Szymczsk Jonhn K, McKee
Chester C. Davis Ronald Reansom
George L. Harrison {to serve in the order
John S. Sincleir ndmed as elternates for
Messrs. Eccles, Szymczek
and Davis)

George J. Schaller

Jobhn N, Peyton
(to serve in the order
named as alternates for
Messrs. Harrison and
Sincleir)

There were then presented by Mr. Ransom certain suggested smend-
mente to the by-laws of the Federal Open Market Committee and the regu-
lation adopted by it with respect to open merket operstions of Federesl

reserve banks,

After discussion of the proposed changes,
upon motion duly made and seconded, the follow-
ing smendments were approved unanimously:

Section 1 of Article I of the by-laws of the Committee
was smended to read as follows:

wPrior to the rirst meeting of the Committee fol-
lowing March 1 eech year, each member of the Com-
mittee representing the Federal reserve banks
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"shall cause a record of his election and of the
election of the slternate to serve in his absence
to be forwarded to the Secretary of the Committes
Il any question be reised as to the election or
eligibility of such member or alternate, the Com
mittee shell determine such question before per-
mitting such member or slternate to participate
in the meetings."

The cleuse "and upon receipt of such notice the alter-

nate shell edvise the. Secretary whether he will attend such
meeting", was added to the last sentence of Section 5 of

Article T of the by-laws so that the sentence would read
as follows:

"Whenever any memdber of the Committee represent-
ing Federal Reserve banks shell find that he
will be unable to attend a meeting of the Com~
mittee, he shall promptly notify his alternate
and the Secretary of the Conmittee in writing
or by telegram, and upon receipt of such notice
the alternate shell edvise the Secretary whether
he will attend such meeting.”

Section 2 of Article II of the by-laws was emended by

substituting for the last sentence the following two sen-
tences:

"At its first meeting after March 1 of each year
the Cormittee shell elect an Assistent Secretary,
to serve until the first meeting after March 1 of
the next year. In the absence of the Secretary
of the Committee, the Assistant Secretary shall

act as Secretary pro tem,*”

The first peragreph of Section 7 of the regulation of

the Federal Open Market Committee relating to open market
operations of Federsl reserve banks was emended to read as

follows:
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"No Federal Reserve bank shell purchase or
sell Governmept securities, for its own account
or for the account of any other Federal Reserve
bank, except pursuent to authority grented by
the Committee or in accordance with an open-
market policy edopted by the Committee and in

effect at the time,"
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Paragraphs (1) and (2) of Section 8 of the regulation

of the Federal Open Market Committee relating to open market
operations of Federal Reserve banks were emended to read as
followa:

*(1) Fach Federal Reserve Bank, as may be
required from time to time by the Committee,
shall report all such transactions to the Secre-
tary of the Committes.

*(2) Only acceptances and bills of exchange
which are of the kinds made eligidle for purchase
under the provisions of Regulation B of the Board
of Governois of the Federal Reserve System may be
purchased end the rates of discount shall be es-
tablished in accordance with the provisions of
section 14(d) of the Federal Reserve Act: Pro-
vided, further, That no obligations paymsble in

foreign currency shall be purchased or sold for
the account of the Federal Reserve bank except
in sccordence with directions of the Committee."

Upon motion duly made and seconded,
and by unenimous vote, S. R. Carpenter was
elected Assistent Secretary of the Cormit-
tee to serve until the election of his sue-
cessor at the first meeting after March 1,
1939.

It was stated that at the meeting of the Board of Governors

with the Presidents of Federal reserve banks yesterday, at which ell

of the members of the Federasl Open Market Committee with the exception

of Mr. Harrison were in attendence, Messrs, Goldenweicer and Willjiems,

as economists for the Committee, reviewed the present business end

credit situastion. Copies of the memorandum prepared by Mr. Golden~

wel ser under date of February 26, 1938, on the subject of recent

business and credit developments, which formed the basis of his state~

ment, and a summary of Mr. Willieme® stetement which reviewed the
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possible trends of business activity in the near future, have been
placed in the files of the Federal Open Market Committee.

There ensued a general discussion of open market policy and
of the resolutions to be adopted by the Committee suthorizing the ex~
ecutive committee to direct open market operations pending another
meeting of the full Committee. Chairman Eccles stated that he felt
the present policy should be contimued for the reacon that the excess
reserves held by member banks are not excessive under existing circum-
stances; that, in view of the low volume of business activity, declining
prices, and business uncertainty, no useful purpose would be achieved
by reducing the total smount of securities held in the System open
market account; and that such action might be misinterpreted and theredy
result in a further unfavorable eleuwent in the business situation. He
also expressed the opinion that the present policy of reducing the amount
of holdings of long-term bonds in the System account should be continued
in order to exercise some restraint upon increases in prices of Govern-
ment bonds and to place the System in a better position to make purchases
later if they should be necessery to maintein an orderly market. Others
expressed agreement with this statement of principles.

Mr. Harrison stated that, while he did not wish et this time
to vote for & reduction in the total amount of securities held in the
Systém account, he felt that careful consideration should be given from

time to time to the reasons that might be advanced for such action in
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order thet the Committee might be ready to take that action whenever
conditions might meke it possibdle without undue risk. During the en-
suing discussion of the circumstances under which the Committee might
be justified in reducing the amount of securities held in the System
open market account there was gemeral concurrence in the opinion that
such action should not be taken at this time.

There was also a discussion of ways in which a policy of re-
ducing the System open market account might be made effective, such as
through the sale of securities in the market thereby reducing excess
reserves, or sales simultaneous with purchases by the Treasury to be .
paid for from the inactive gold sccount, which would not affect the
excess reserve position of member banks. Reference was made to sﬁggés-
tions that had been made from time to time in the pest that small.flue-
tuations in the total asmount of securities held in the account be per-
mitted in order to prevent the eppearance of inflexibility in thé ace-
count and to prevent undue importance being atteched in the market to
the Committee's action when a decision is made to reduce the emount
held in the account. Some Of the members stated that they felt, however,
that no change should be made in the portfolio until there is a chenge
of policy as to the amount to be held, in order thet the action of the

Comuittee at that time might have as great a psychological effect as

possidle,
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Upon motion duly made and seconded, and by
unanimous vote, the Committee instructed the ex-
ecutive committee, until otherwise instructed
by the Committee, to direct the replacement of
maturing securities in the System open market
account with other Govermment securities and to
make such shifts between maturities in the sc-
count as may be necessary in the proper adminis-
tration of the account, provided that the emount
of securities maturing within two years be main-
tained at not less than §1,000,000,000 and that
the emount of bonds having maturities in excess
of five years be not over $850,000,000 nor less
then $500,000,000.

Upon motion duly made and seconded, the
Committee voted unanimously to authorize the
executive committee, upon written, telephonie,
or telegraphic approval of a majority of the
meaubers of the Committee, and until otherwlse
directed by the Committee, to direct the pur-
chase in the open market from time to time of
sufficient eamounts of Government securities to
meet the requirements of commerce, business, and
agriculture by keeping at member banks an aggregate
volume of excess reserves adequate for the com-
tinuance of the System's policy of maintaining
credit conditions conducive to economic recovery;
and to euthorize the executive committee, upon
written, telephonic, or telegraphic approvel of
a majority of the members of the Committee, and
until otherwise directed by the Committee, to
direct a reduction of the holdings of such se-
curities, to the extent thet their retention
is found to be unnecessary for the purposes of
this resolution, It was understood, however,
that the executive committee, under this reso=-
lution, was not authorized to increase or de-
crease by more than $300,000,000 the amount of
securities now held in the System open market
account.

Reference was made to the action taken at the session of the

Federal Open Market Comnittee yesterday in voting to recomend that
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the Committee, at its meeting today, take action to appoint a special
committee to» consider Section 6 of Article I of the by-laws of the
Committee in the light of the discussion at the meeting yesterdey and
to sutmit a report and recommendation at the next meeting of the Com-
mittee as to changes in the section.
Mr. Harrison moved that the Chairman dbe
requested to appoint a special committee in

accordance with the recormendation made at

the meeting yesterday.
Heving been duly seconded, Mr. Harrison's

motion was put by the chair and carried by
unanimous vote.

In accordance with the Conmittee's action, Cheirman Ececles

appointed Mr. Davis es chairmen, and Messrs. Ransom and Sinclair as

the other two members, of the special committee.

Thereupon the meeting adjourned.

]
Sgoretary. t
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