A meeting of the executive committee of the Federal Open
Market Committee was held in the offices of the Board of Governors
of the Federal Reserve System in Washington on Wednesday, August
11, 1948, at 2:10 p.m.

PRESENT: Mr. McCabe, Chairmen
Mr. Sproul, Vice Chsirman
Mr. Eccles
Mr. Szymczek
Mr, Willisms

Mr. Morrill, Secretary

Mr. Carpenter, Assistant Secretary

Mr. Vest, General Counsel

Mr. Thurston, Assistant to the Board
of Governors

Mr. Riefler, Assistant to the Chairman,
Board of Governors

Mr. Young, Assoclate Director, Diviaion
of Research and Statistics, Board
of Governors

Mr. Smith, Economist, Government Finance
Section, Division of Research and
Statistics, Board of Governors

Upon motion duly made and seconded, and
by unanimous vote, the minutes of the meet-
ing of the executive committee held on June
23, 1948, were approved.

Upon motion duly made and seconded, and
by unanimous vote, the transactions in the
System account, as reported to the members
of the executive committee, for the period
June 23 to August 10, 1948, inclusive, were
approved, ratified, and confirmed.

Upon motion duly made and seconded, and
by unanimous vote, the following letter
sent to the Secretary of the Treasury under
date of June 25, 1948, was approved and its
trensmission to the Secretary of the Treas-
ury was ratified and confirmeds
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"At a meeting on June 23, 1948, the executive commit-
tee of the Federal Open Market Committee reviewed the gen=
eral credit situation and questions relating to debt
management, including the short-term interest rate and
further retirement of marketable debt which may be made
prossible by a favorable Treasury cash position. I will
call you shortly to suggest a date for a conference with
representatives of the Treasury on certain aspects of
these questions. In the meantime, the Committee wishes
to submit a recommendation for immediate action with re-
spect to debt retirement.

"According to our estimates, it mppears that during
the next few months the Treasury may have sufficlent cash
to retire as much as 1.5 billion dollars of securities
held by the Federal Reserve without reducing Treasury
deposits {excluding gold) below 2 billion dollars at any
time during the remainder of this calender year. The
System is exchanging ell of its holdings of July certi-
ficates for the new issue, but the Committee recommends
that at least 400 million of Treasury bills be retired
during July. The timing and amount of further retire-
ments will depend upon developments, including decisionse
made with respect to the September Tressury financing.

"The Committee also recommends that the Treasury
continue for the time being its policy of timing calls
on war loan deposits so that Treasury operations will
not result in an increase in bank reserves."

Chairman McCabe stated that, in accordance with the under-
standing at the meeting of the executive cormittee on June 23, 1948,
a draft of letter to the Secretary of the Treasury had been pre~
pared as & basis for discussion with the Treasury and that the
draft, which was in the following form, was handed informally to
Mr. Snyder during & trip to Denver on July 16, 1948, with the com=
ment that, if he had any changes to suggest in the letter before it
was transmitted formally and became a part of the official record,
the committee would be glad to have such suggestions. Mr. Snyder
replied, Chairman McCabe said, that he was golng to be avay from
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Washington for several days but that he would read the draft of
letter as soon as he had an opportunity and forward to Chairman
McCabe any comments that he might have:

"My letter of June 25 stated that the executive
committee of the Federal Open Market Committee had been
reviewlng the general credit sltuation and questions re-
lating to debt management and that I would call you
shortly to suggeat a date for a conference with you
on certain aspects of these questions. This letter is
for the purpose of presenting the gensral views of the
committee on the situation that confronts us.

"The committee is deeply concerned about the
statutory responsibility of the Federal Reserve System
to carry out policies designed to restrain the expansion
of bank credit in situations like the present. Its
recommendations to the Treasury for refunding the April
and June maturities of Government securitles were made
only after the most careful analysis of inflationary
trends then apparent. In our considered view, the eco-
nomic outlook for some time to come is even more clearly
inflationary than was the case last spring. The aggre-
gate rate of spending, public and private, promises to
exceed income with resulting demand for benk credit ex-
pansion, leading to and supporting further price in-
flation and a rising cost of living.

“"Congumer debt and mortgage debt is expending and
will continue to expand. This expansion undoubtedly
will be financed to an important degree by the banking
system. Prospective large outlays by business for ex-
pansion of inventories and plant, to the extent that
they are not financed from internmal funds or by borrow-
ing current new savings, will cause further recourse to
the banking system.

sTnstitutional investors, in particuler the life
insurance companies, are currently providing & large
part of external business financing. They may continus
to do so during the remainder of 1948, but it ie not to
be expected that they can meet the demands likely to
be made upon them from current funds alone. It is
estimated that these non-bank investors as a group may
sell during the current half year more then §1.5 bil-
1ion of marketable Government securities (including
gales for the purpose of buying F and G bonds and
corporate securities and making mortgage and other
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*loans). If the Federal Reserve finds it necessary to
purchase these securities, =s is likely in its policy

of supporting the 2-1/2 per cent yleld level on long-
term Treasury bonds, a corresponding amount of additional
reserves will be made available to commercial banks.
These additionel reserves, unless otherwise offset,

could sustain a very large expansion of bank credit,

"This course of economic and mcnetery developments
bas been the source of incressing concern to the Federal
Open Market Committee. The Committee is convinced that,
80 long as the present situation lasts, it is importent
to restrict further credit expansion and to promote a
psychology of restraint on the part of both borrowvers
and lenders. To keep the reserve position of banks under
pressure and discourage further inflationary credit expan-
sion will require carefully coordinated operating measures
on the part of both the Treasury and the Federal Reserve
System. It is the judgment of the Open Market Camittee
that such coordination could best be effected along the
folloving main lines:

"(1) The basic policy of the Federal Reserve Sys-
tem In the present situation should be three-prongeds

(a) to maintain constant pressure against
further increase in bank reserves;

(b) to continue to promote orderly condi-
tions in the market for short and intermediate
term Tressury securities, dbut to modify exist-
ing practices sufficlently to carry out the
general policy here proposed;

(¢) to maintain a 2-1/2 per cent yield level
for long-term Treasury securities.

"The objective of these policies should be to re-
strain support of further inflation through new bank
credit crestion; not to bring about a deflation by fore-
ing a reduction in the lerge volume of bank credit al-
ready outstanding.

#(2) Federal Reserve policies in promoting orderly
conditions in the market for short- and medium-term Gov-
ernment securities and in meintaining the 2-1/2 per cent
rate on long-term bonds should be so managed as to counter-
act the creation of additional reserves. This means that
to the extent that the System purchases additional amounts
of long-term securities, corresponding reductions will de
needed in the System's noldings of short-term securities.

nShould demands for bank credit expsnsion continue,
as we expect, this policy of restriction of expansion in
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"bank reserves would result in & further rise of rates on
bills and certificates. However, in that case it would be
the policy of the Open Market Committee to provide support
to the market so as to essure the refunding of the Treas-
ury's September and October meturities on 2 basis not
higher than a 1-1/4 per cent rate for l-year maturitiesa,

"The resulting highsr short-term retes would encour-
age banks to invest new funds in shorter term Government
securities and make it less attractive for them to sell
such securities for the purpose of meking loans or buying
long-term bonds. In other words, the change in rates would
help bankes to maintain their earnings position without
reaching out for new loans. More important, changes in
rates will create uncertainty in the minds of lendera over
the future price of money and will mske them less eager to
meet the increased demands for credit that are in prospect.
Finelly, such a step, though small, would signalize the pur-
pose of those charged with responsibility for credit and
monetary pollcy to restrain the inflstionary forces that
threaten the economy.

"(3) Consideration will be given at sn early date by
the Federesl Reserve Benks end the Board to an increase in
discount raetes and use of the remaining power toc increase
reserve requirements by the final 2 per cent at New York
City and Chicago.

n(,) Treasury operations would greatly assist in
the objective set forth in paregraph (1) above if avail-
able funds were used to the fullest extent possible to
retire securities held by the Federzl Reserve. This
would be in line with what the Treasury has been doing
and should enteil little or no difficulty or inconvenlence
to the Treasury in the period ahead.

"On the basis of current prospects for Treasury cash
receipts and expenditures, including receipts from sales
of edditional nonmarketeble securities and outlays for
voluntsry redemptions of securities, it appears that the
Treasury may be sble to withdraw somewhat more than a bile
lion dollers of bank reserves from the market during the
remainder of this calender year. This could be done by
using surplus cash to retire securities held by the Fed-
erel Reserve System. Such a prograr of Treasury debt re~
tirement may not be sufficient to offset the effect on
reserves of Federsl Reserve purchases in support of the
2~1/2 per cent rate for long-term bonds. Further adjust-
mente would be made so far es possible through the Sys-
tem's operations as proposed sbove, and the increase in
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"the short-term rate to 1-1/4 per cent would give greater
assurance of our ability to make these adjustments.

"We want you to understend that we recognize the
grave responsibility of the Treasury in the management
of our huge public debt, and we believe that you appreci-
ate our responsibility in the area of credit control dur-
ing & period of inflation. Therefore, for the best
interests of the country, we would welcome & full dis-
cussion of these importsnt matters of such vitsl and
mutual concern. We would appreciate it if you would set
en early date.®

Chairman McCabe also said that nothing mors was heard on the
matter until the receipt from Secretary Snyder under date of July
28, 1948, of a letter which stated he had no objectiona to any fea-
ture of the draft of letter except that he would suggest the sub-
stitution of the following peragraph for the eighth paragraph of
the draft:

"Should demsnds for bank credit expanslon continue,
as we expect, 8 further rise of rates on bills and cer-
tificates would be necessary in order to cerry out &
policy of restricting the expansion of bank reserves.
The Open Market Committee believes that an increase to
1-1// per cent in the rate on new Treasury certificates
of indebtedness, together with a corresponding increase
in bill rates, would be most helpful in implementing
this policy.*

Chairmen MeCabe added that the suggested substitute para-
graph was of such significance that a response bhad not been made.

In reply to a request from Chairman McCebe for Mr. Riefler's
comment on the objections to the suggested parsgraph, the latter
stated that it was his opinion that the formsl letter from the Sec~
retary on July 28 made the draft also a formal commnication. He

added that the draft stated that it would be the policy of the Opem
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Market Committee to provide support to assure the refunding of the
September and October maturities on a basis not higher than 1-1/4 per
cent for one-year maturities, vhereas the proposed substitute pars-
graph, while concurring in the increase in the short-term rate, stated
that 1t should be accomplished initially by an increase in the issuing
rate on certificates rather than by Federal Reserve support policy in
the market. The difference, Mr. Riefler said, i1s that the procedure
outlined in the draft would recognize responsibility in the Federal
Open Market Committee for conditions in the money market whereas the
Treasury's substitute paregraph would leave that point unanswered.
However, since a program had been agreed upon subsequent to Secretary
Snyder's letter of July 28, Mr. Riefler saw no point in making an is-
sue at this time of the question raised in the substitute paragreph.

There was discussion of what if any reply should be made to
the letter of July 28 and of the gquestion vwhether failure to reply
vould imply acquiescence in the suggestion that changes in rates
should not be initlated by changes in the levels at which Government
securities were supported in the market but rather by changes in the
1ssuing rate on Treasury securitles.

In this connection, Chairman McCabe stated that he and Mr.
Rouse met with Secretary Snyder on July 30, 1948, and he and Mr,
Sproul conferred with the Secretary again on August 2, at which time
the Secretary said he would like to consider further the question of
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an increase in the short-term rate. On August 9, Chairman McCabe salg,
he met with Secretary Snyder again end s & result of that conference
the Secretary addressed the following letter to him:

"In accordance with our sgreements and joint con-
sultation, we have determined upon the following financ-
ing program for September and October:

(1) Announce that the three 1 percent issues, two
certificates, and one note, maturing on October 1 (total-
ing $6.9 billion) will be refunded into & new l-year,
1-1/4 percent certificate.

(2) Announce that the $3.7 billion of 1-1/2 percemt
notes maturing on September 15 will be refunded into a
new l-year, 6~1/2 month, 1~3/8 percent note maturing on

(3) Announce that the partially tax-exempt 2-1/2
percent bonds maturing on September 15, amounting to $451
million, will be paid in cash.

(45 Permit the bill rate to rise to, perhaps, 1-1/8
percent; and permit shorti-term rates generslly to adjust
themselves to the new 1-1// percent interest rate.

(5) Reaffirm directly or indirectly the policy of
supporting the lomg-term 2-1/2 percent interest rate.

(6) Increase the Federal Reserve rediscount rate
from 1-1/4 percent to 1-1/2 percent.

(7) Revise the terms of tax savings notes, effec~
tive September 1, so that they would yield 1.20 percent
to maturity or to any prior redemption date.

(8) Resurvey the situation after Labor Dey; and, if
it then seems desirable, increase reserve requirements.®

Chairman McCabe went on to say that inasmuch as the letter
contemplated that no sction would be taken by the Board of Govermors
to increase reserve requirements of member banks wntil after Labor
Day, the matter was discussed by the Board and at that time the sug-
gestion was made that a reply to the letter of August 9 should be
sant which would clarify possible implications contained in the
Secretary’s letter (1) that the bill rate would not be permitied to
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go above 1-1/8 per cent, end (2) that the Board of Governors would
not teke action on reserve requirements without the agreement of the
Secretary of the Treasury.

A draft of reply, which had been prepared in accordance with
this suggeetion, was read and discussed and Chairman McCabe atated
that he had told Secretary Snyder that the Treasury and the Federal
Reserve System each had responsibility for action, that the System
recognized the responsibility of the Treasury in the field of debt
wanagement, and that it was belleved that the Treasury recognized
the responsibllity of the Federal Reserve System in the field of
credit policy, but that it would be desirable if there could be con~
sultations before elther the Treasury or the Board took action on
major questions of policy which would have effect in the field in
vhich the other had responsibility. With that in mind, Chairman
McCabe added, he would like to have the proposed reply to the letter
of August 9 make it clear that, while the Board of Governors had re-
eponsibility for increases in reserve requirements, the Treasury wonld
be informed of action proposed by the Board before it was actually
taken.,

Chairman McCabe alsc stated that in the discussion with the
Secretary the opinion had been expressed that greater flexibility
should be permitted in the bill rate to reflect the market, and that
if that were done the rate might move above or below 1-1/8 per cent

depending upon conditions, but that Mr. Snyder responded that he did
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not went toc make too many changes in the existing situation at one
time.

Mr. Riefler expressed the opinion that if the committee should
allow the bill rate to go above 1-1/8 per cent Secretary Snyder would
regard that as a breach of the agreement set forth in the letter of
August 9.

It was the Chairman's view that this was a matter that might
be discussed with the Secretary of the Treasury and that the proposed
reply should so indicate.

It was also suggested that the reply might say that in view
of the program outlined in the letter of August 9 there was no need
for further discussion of the point rcised in the letter from Sec~
retary Snyder under date of July 28 in reply to the draft letter
handed to him on July 16.

Mr. Szymezek inquired whether anything should be said in the
proposed reply about the decision stated in paragraph three of Sec-~
retary Snyder's letter with respect to the redemption for cash of the
$.51 million of 2-1/2 per cent bonds meturing on September 15. It
was the consensus that while this action will be inconsistent with a
prograem of restraint on the market, since it has already been an-
nounced no comment on it should be made in the proposed reply.

At the conclusion of the discussion,
upon motion duly made and seconded and
by unenimous vote, the following letter

to the Secretary of the Treasury was ap-
proved with the understanding that it
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would be submitted to the Board of Gov~
ernors and thet, if the first and lest

paregraphs were spproved by ths Board,

the letter would be transmitted:

*I presented to the Board of Governors yesterday morn-
ing and to the executive committee of the Federal Open Mar-
ket Committee this afternoon your letter of August 9, 1948,
in which you sumarlzed the understanding which we reached
on the afternoon of that dey with respect to the September
angd October finencing and the other metters mentioned im
the letter. The prograr outlined is generally in accord
with our draft letter which I handed to you on July 16.

In view of the program outlined in your letter of August 9
there is no need for further discussion of the point raised
in your reply of July 28 to our draft letter. The Board
end the Federal Open Market Committee appreciste the con-
sideration that has been given to the problem by the Treas-
ury and the cooperative conclusions thet have been reached.

"As I mentioned to you on Monday we have felt that 1t
would be desirsble if there could be a greater degree of
flexibility in the bill rate. At the meeting of the ex~
ecutive cormittee of the Federal Open Market Committee to-
dey thet point was discussed egeln and 1t i= our view that
the bill rate should be allowed to fluctuate below the one-
year certificete rate es conditions in the market might de-
termine. If this becomes @ matter of asctual moment we
shall be glad to discuss it with you further.

At its first meeting after Lebor Duy the Board of
Governors will teske up the question of a further increase
in member bank reserve requirements. At that time I will
edvise you informelly as to any ection contemplated by
the Board.*

Secretary's Note: The first and last paragraphs
of the letter were approved by the Board of Gov-
ernors on August 11, 1948, snd the letter was

transmitted to the Secretery of the Treasury under
that date.

Mr. Sproul questioned whether the rate of 1.2 per cent on the
nev issue of tex sevings notes as proposed in the parsgraph numbered

seven in Secretary Snyder's letter of August 9 was the right rate in
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reletion to the 1-1/4 rate on certificates. This point was discussed
end it was suggested that this was a technical matter which Mr.
Rouse (who had been discussing the matter with Mr. Bartelt, Fiscel
Assistent Secretary of the Treamsury) &nd members of the staff should
be asked to work out with representatives of the Treasury.
Upon motion duly made and seconded,
end by unaenimous vote, this suggestion
wag approved.

Mr. Szymeczek inquired about the procedure to be followed in
edjusting support prices of Government securities to the new 1-1/4
per cent rate on one-year certificetes and Mr. Sproul stated that ad-
Justments in support levels of maturities up to five years were al-
ready being mede by the Federal Reserve Bank of New York to bring
them into proper relationship to the higher certificate rate. In
this comnection Messrs. Sproul and Eccles referred to the recommenda-
tions conteined in the letter sent to the Treasury on April 26, 1948,
end suggested thet it should be understood that the Federal Reserve
Bank of New York, s agent for the System account, would be suthorized,
under the direction issued to it by the executlve commitiee, to sdjust
support prices in the maturities up to epproximstely five years in
line with the 1-1/4 per cent rate on one-yeear Tressury certificates.
lir. Sproul stated that the adjustments that would be required to carry
out this suggestion would be from 1/32s to 8/328 depending on market

prices and maturities of the respective lssues.
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Upon motion duly made and seconded,
and by unanimous vote, the suggestion
was8 approved.

Question was raised as to how rigid the support prices on
various short and intermedinte taxable issues should be and it was
stated that the theory back of the support prices was that the New
York Bank would try to get the market to determine prices on the
various ilssues above the support prices, that it was not possible
to say within a thirty-second what the support price on a particular
issue should be, but that when offerings were made in the market in
large volume at the support level it would not be possible to back
awvay from the support price to any material extent and at the same
time maintain a rate of 1-1/4 per cent on one-year Treasury certi-
ficates and 2-1/2 per cent on the longest term Treasury bonds. Mr.
Sproul expressed the view that we should get away from support pegs
but that the market had become habituzted to supports and in perlods
of adjustment would feel around by making offers in the market to
determine what the supports were. He also said that it had been
the practice of the Federal Reserve Bank of New York to try to get
deslers to sell offerings elsewhere in the market but that if, at
the end of the day, the dealers said they had firm offers to sell
which could not be disposed of at the support prices the Federal Re-
serve Bank of New York would buy the securitles. If in situations

like that, he said, the support price were temporarily dropped more
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than a thirty-second or so the market would begin to offer all ma-
turities to try to ascertain whether there had been a change in the
policy of support.

Chairman McCabe reised the question as to what the policy was
with respect to the support price on Treasury bills and Mr. Sproul
responded that vhen the policy was mdopted by the Treasury of in-
creasing the 1ssuing rate on certificates the Federal Open Market
Cormittee had adopted the policy of permitting the bill rate to go
as close to the certificate rate as market conditions would deter-
nine and that the New York Bank tried to place bids for replacement
of its weekly maturities at such levels as would enable the market
to take as much of the offering as it wanted at & rate below the
certificate rate. He added that under the present procedure with
a 1-1/4 per cent 1ssuing rate on certificates the bill rate probably
would go to 1.08 or 1.10 per cemt.

Chairman McCebe suggested that this arrangement in the re-
cent period had resulted, in effect, in pegging the bill rate at ap-
proximately one per cent and that it would be desirable i1f there
could be greater flexibility in the rate in response to market cone
ditions. He &lso suggested that a statement be prepared of the
existing procedure and of its effects on the bill market.

Mr. Eccles stated that he would have to leave the meeting to
keep another appointment and suggested that the other matters on the

egenda be disposed of, after which the discussion of Tressury bill

policy could be resumed.
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It was unanimously agreed that the
next meeting of the sxscutive camittee
would be held in Weshington at 10:00
a.m. on Wednesday, September 15, 1948,

It ves stated that 2s of the close of business yesterday all
but $199 million of the $1.5 billion autharity granted by the Fed-
eral Open Market Committee at its meeting on Mey 20, 1948, had been
used and that, before the usual direction was 1ssued to the Federal
Reserve Bank of New York to effect transactions for the System ac~
count, it would be necessary to get additlonal authority from the
full Committee.

Upon motion duly made and seconded,
and by unanimous vote, it was agreed
that inasmuch as the next meeting of
the Federal Open Market Committee pro-
bably would not be held until after the
first of October and in view of market
conditions and the possibility of fur-
ther increases in reserve requirements
of member banks in the interim, the ex-
ecutive committee should recormend to
the members »f the full Committee that
they approve an incresse of $1.5 billion
in the authority of the executive com-
mittee to effect transacticns for the
System account. It was also agreed that
the direction issued at the last meet-
ing of the executive committee to the
Federsl Reserve Bank of New York to ef-
fect transactions for the System account
should be renewed with the understending
that the direction would not be sent to
the Bank until the increased euthority
to the executive conmittee as recommended
to the members of the full Committee had

been granted.
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Thereupon, upon motion duly made and
seconded, the executive committee voted
unenimously to direct the Federal Re-
gserve Bank of New York until otherwise
directed by the executive committee:

(1) To make such purcheses, sales, or exchanges (in-
cluding replecement of maturing securitles eund ellowing
meturities to run off without replecement) for the System
sccount, either in the open market or directly from, to,
or with the Treasury, as may be necessary, in the light
of the general credit situation of the country, for the
practical administration of the account, for the mainten-
ance of stable and orderly conditions in the Government
security market, and for the purpose of relating the sup~
Ply of funds in the market to the needs of commerce and
business; provided that the total amount of securitiles
in the account at the close of this date shall not be in-
creased or decreased by more than $750,000,000 exclusive
of special short-term certificates of indebtedness pur-
chased for the temporary mccommodation of the Treasury
pursuant to perasgraph (2) of this direction;

(2) To purchase direct from the Tressury for the
System open market eccount such amounts of specisl short-
term certificates of indebtedness as may be necessary
from time to time for the temporary accommodation of the
Treesury; provided that the totel amount of such certi-
ficates held in the account at any one time sghell not
exceed §$750,000,000.

In tzaking this action it was under-
stood that the limitations conteined in
the direction included commitments for
purcheses and sales of securltles for
the System account.

Seeretary'’s note: Following the meeting the mem-
bers of the Federzl Open Market Committee who were
not members of the executive committiee were in-
formed of the recommendation of the executlive com-
mittee and 21l of them (with the exception of Mr.
Leedy who was on vacation and could not be reached
as was Mr. Farhart, his alternate) approved an in-
crease from $1.5 billion to §3 billion in the limi-
tation contained in the first paragreph of the
direction issued to the executive committee at the
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meeting of the full Committee on May 20, 1948.
Following this epprovel by the members of the
full Committee the direction set forth above
vas sent to the Federal Reserve Bank of New York
by wire on August 12, 1948.

Mr. Eccles left the meeting at this point and the discussion
of the Treasury bill rates continued.

Mr. Sproul stated that it would be possible to have greater
flexibility in bill rates but that it should be borne in mind that
as long as there was & palicy of maintaining a 1-1/4 per cent is-
suing rate on Treasury certificates there could not be much freedom
in the bill market.

Mr. Riefler suggested that, after the September and October
finencing was completed, consideration be given to pleeing no bids
for bills and buying bills only in the merket. That procedure, he
sald, would result in a beginning towerd a return to a free market.

Mr. Sproul questioned whether that would be of any help to
the committee or the market, snd stated thet rates on Treasury bills
could not be divorced from rates on other short term obligations; if
the rate for bills should rise to, say, l-l1/4 per cent or higher the
market would sell us certificates and buy billse,

There was & discussion of the possible effects of leaving the
b111 market entirely free and the procedure that might be followed in
returning to a free merket in all Government securities eventually.

At the conclusion of the discussion, Chairman McCabe sug-

gested that Mr. Rouse, in consultetion with members of the staff,
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prepare & memorandum stating fully the present procedure and ite ef-
fects, the steps that might be taken in the direction of greater
freedom in the bill market, and the possibie effects of such action,
and submitting & recommendation as to vhat if eny sction should be
teken.

Upon motion duly made and seconded,
and by umanimous vote, this suggestion
was approved, it being understood that
until further action by the Commlttes
following consideration of the memoran-
dum referred to egbove the procedure,
outlined by Mr. Sproul as heving been
followed during the period of rising
certificate rates, under which a con-
sistent, although not rigid, relatlion-
ship between bill and certlficate rates
was meintained, would be continued.

Thereupon the meeting adjourned.

7 Secrétary.

Approveds

ppecens B lect.(Cptee

Chairman.




