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Attached is a copy of a telegram being sent today to the

President-members of the FOMC. If you vote to approve the

recommendation, please indicate by initialing below and returning

this memorandum to my office.
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Reserve needs in the current intermeeting period are running

substantially above earlier estimates. The enlarged needs reflect much

greater growth in required reserves than was expected earlier. Currency

in circulation is expanding substantially, but about as expected. Mean-

time, a larger than anticipated foreign account repo pool is adding to

needs. Through June 17, the Desk has used about $3.75 billion of the

normal $6 billion leeway provided for outright purchases in Paragraph la

of the Authorization for Domestic Open Market Operations. Further large

needs of as much as $5 billion are anticipated for the reserve maintenance

periods beginning June 19 and July 3. A $3 billion increase in leeway

is requested for the current intermeeting period to cover possible outright

operations. The Chairman concurs in this request.

Please advise me whether you vote to approve the recommendation.

AXILROD
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In response to my message transmitted to FOMC members today,

all available members of the Committee voted to approve the Manager's

recommendation for a temporary increase of $3 billion to $9 billion

in the limit in paragraph 1(a) of the Authorization for Domestic Open

Market Operations, effective June 19 for the intermeeting period

ending with the close of business on July 8, 1986. Mr. Boykin voted

as alternate for Mr. Melzer.
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In response to my message transmitted to FOMC members today,

all available members of the Committee voted to approve the Manager's

recommendation for a temporary increase of $3 billion to $9 billion

in the limit in paragraph 1(a) of the Authorization for Domestic Open

Market Operations, effective June 19 for the intermeeting period

ending with the close of business on July 8, 1986. Mr. Boykin voted

as alternate for Mr. Melzer.

AXILROD
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BOEHNE - PHILADELPHIA
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For your information the following message was transmitted to

FOMC members today:

"Reserve needs in the current intermeeting period are running

substantially above earlier estimates. The enlarged needs reflect much

greater growth in required reserves than was expected earlier. Currency

in circulation is expanding substantially, but about as expected. Mean-

time, a larger than anticipated foreign account repo pool is adding to

needs. Through June 17, the Desk has used about $3.75 billion of the

normal $6 billion leeway provided for outright purchases in Paragraph la

of the Authorization for Domestic Open Market Operations. Further large

needs of as much as $5 billion are anticipated for the reserve maintenance

periods beginning June 19 and July 3. A $3 billion increase in leeway

is requested for the current intermeeting period to cover possible outright

operations. The Chairman concurs in this request."

"Please advise me whether you vote to approve the recommendation."
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All available members voted to approve the recommendation.

Absent and not voting: Mr. Melzer, Ms. Seger, and Mr. Wallich.

Mr. Boykin voted as alternate for Mr. Melzer.

AXILROD
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STERNLIGHT - New York

This is to confirm our earlier conversation that the FOMC approved

the recommendation for an increase of $3 billion to $9 billion in the limit

in paragraph l(a) of the Authorization for Domestic Open Market Operations

as described in the following message transmitted to FOMC members today:

"Reserve needs in the current intermeeting period are running

substantially above earlier estimates. The enlarged needs reflect much

greater growth in required reserves than was expected earlier. Currency

in circulation is expanding substantially, but about as expected. Mean-

time, a larger than anticipated foreign account repo pool is adding to

needs. Through June 17, the Desk has used about $3.75 billion of the

normal $6 billion leeway provided for outright purchases in Paragraph la

of the Authorization for Domestic Open Market Operations. Further large

needs of as much as $5 billion are anticipated for the reserve maintenance

periods beginning June 19 and July 3. A $3 billion increase in leeway

is requested for the current intermeeting period to cover possible outright

operations. The Chairman concurs in this request."

"Please advise me whether you vote to approve the recommendation."
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All available members voted to approve the recommendation.

Absent and not voting: Mr. Melzer, Ms. Seger, and Mr. Wallich.

Mr. Boykin voted as alternate for Mr. Melzer.

AXILROD
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For your information the following message was transmitted to

FOMC members today:

"Reserve needs in the current intermeeting period are running

substantially above earlier estimates. The enlarged needs reflect much

greater growth in required reserves than was expected earlier. Currency

in circulation is expanding substantially, but about as expected. Mean-

time, a larger than anticipated foreign account repo pool is adding to

needs. Through June 17, the Desk has used about $3.75 billion of the

normal $6 billion leeway provided for outright purchases in Paragraph la

of the Authorization for Domestic Open Market Operations. Further large

needs of as much as $5 billion are anticipated for the reserve maintenance

periods beginning June 19 and July 3. A $3 billion increase in leeway

is requested for the current intermeeting period to cover possible outright

operations. The Chairman concurs in this request."

"Please advise me whether you vote to approve the recommendation."

All available members voted to approve the recommendation.

Absent and not voting: Mr. Melzer, Ms. Seger, and Mr. Wallich. Mr. Boykin

voted as alternate for Mr. Melzer.

Distribution:

Mr. Axilrod Mr. Kohn

Mr. Bernard Mr. Roberts
Mr. Bradfield Mr. Truman

Mr. Coyne Records
Mr. Kichline
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June 17, 1986

STRICTLY CONFIDENTIAL (FR)
CLASS I - FOMC

TO: Members of the Federal Open
Market Committee

Reserve needs in the current intermeeting period are running

substantially above earlier estimates. The enlarged needs reflect much

greater growth in required reserves than was expected earlier. Currency

in circulation is expanding substantially, but about as expected. Mean-

time, a larger than anticipated foreign account repo pool is adding to

needs. Through June 17, the Desk has used about $3.75 billion of the

normal $6 billion leeway provided in Paragraph 1a of the Authorization

for Domestic Open Market Operations. Further large needs of as much as

$5 billion are anticipated for the reserve maintenance periods beginning

June 19 and July 3. A $3 billion increase in leeway is requested for

the current intermeeting period to cover possible outright operations.

The Chairman concurs in this request.

Please advise Mr. Axilrod whether you vote to approve the

recommendation.
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