A meeting of the Federal Open Msrket Committee was held in the

offices of the Board of Governors of the Federal Reserve System in Vashe

ington on Tuesday, Jamuary 26, 1937, at 2:45 p. m.
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Mr. Carpenter, Assistant Secretary of the

Bosrd of Governors

Mr. Thurston, Special Assistent to the
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Reference was made to a meetlng yesterdsy afternoon of members of

the Board of Governors of the Federal Reserve System and ths Presidents of

the Federal reserve banks during which Messrs. Goldenweiser and Williemse

discussed the present credit and business situstion and the question whether
aetion should be taken by the Federal Reserve System to reduce the existing

amount of excess reserves of member banks.

At that time Mr. Goldenweiser

reviewed the growth of the excess reserves of member banks, the possible

credit expansion based on the present volume of reserves, and what the

situation would be with respect to credit expansion if action were taken
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increasing reserve requirements 33 1/3%, or to double the Stetutory re-
quirements. He also referred to the feeling that some sction by the Fed-
orul Reserve System to absord & substantial portion of existing excess
reserves was necessary and stated that it appeared to him that the prob-
lems before the System were (1) what form thet action should take and

(2) the timing of such action. In connection with the latter point, he
discussed various occasions in the past when action reversing existing
policy, or in line with an agreed policy, had not been taken at the proper
time or not vigorously enough, as illustrative of the utmost importance
1f proper timing of System action. He stated that an increase in reserve
requirements would not constitute a reversal of the present easy money
policy but would place the System in s position to exert an influence on
the money market through operations in the System Open Market Account.

In considering whether action should be taken at this time, Mr.
foldenweiser said, the System was confronted with e different situstion
from that which existed last July when action was taken by the Board to
increase reserve requirements, in that excess reserves were larger at
that time, it d4id not appear then that the action would have any meterial
effect upon money rates, and there was at that time a possibility of fure
ther increases in excess reserves resulting from gold imports.

He also discussed the present volume of industrial production
and employment &and other indicstions that recovery was well advanced and
mich stronger than when action was taken by the Boerd to increase reserve
requirements in July, and said that the principal reasons for doubt as to

vhether action should be taken at this time were the continued volume of
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unemployment and labor troubles now present and in prospect.

He then expressed the opinlon that the most effective time for
action to prevent the development of unsound end speculative situstions
is in the early stages of such & movement when the situation is stiil
susceptible of control, and that, as present indications were that such
a time had arrived, as the technical market situation is favorable for
action at the present time, and as short-term rates had been abtnormally
lov in relation to long-term rates and some stiffening of the former would
be desirable, getion to absorb excess reserves should be taken at this
time.

In connection with the question of the form that System action
should teke, if &and when action is decided upon, Mr. Goldenwelser said
he felt that in the course of the next year or more the System would be
called upon to use more than one of the aveilable instrumentalities to
decrease excess reserves; and that, if it were going to be nscessary
sooner or later to increase reserve requirements, such action should be
teken at 8 time when the banks could meet the increased requirements with-
out substemtial difficulty, as 18 the case at the present time. A survey
recently completed by the Board, Mr. Goldenwelser said, showed thet ex-
cess reserves of member banks, which totalled approximately ¢2,100,000,000
(approximately $600,000,000 more then the amount required to meet & 33 1/
increase in reserve requirements), were generally well distributed among
groups of banks; that all but 2,435 banks had sufficient balances at the
Federal reserve banks at the present time to meet such en increase, and

that all but 197 of these banks could furnish the required additionel
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Teserves by a transfer of not more than 50% of their balances with core
respondent banks. He also stated that the 197 banks would have a defie
clency in reserves of approximetely 123,000,000, end that, while 168
of these banks were country banks, 149 of which were located in the
Boston, New York, Philadelphia and Cleveland districts, these 168 coun-
try banks would have a reserve deficiency of only ¢2,349,000.

In discussing the objection that had been reised to an increase
in reserve requirements that such action would deprive the member banks
of additionel earning assets, Mr. Goldenweiser stated that this would be
true only in the case of a few banks which would find it necessary to
dispose of earning assets to meet reserve requirements and that in all
other cases the increase would result in the segregation as required re-
serves of idle funds of member banks on which no return wes being received,
end which had originated largely from gold imports.

In connection with the suggestion that a further increase in re~
serve requiraments would result in the requirements of member banks being
substantially higher than requirements in the various States for nonmember
banks, Mr. Goldenweiser seid that a study had been made recently of this
natter, that the statutory requirements were confusing and difficult to
compare, but that it appeared probable thet, while the required reserves
of member banks would be higher than the legal requirements for nonmember
banks in most states, the difference in reserves actuelly meintained would
not be very zreat when cash in vault and balances with other banks were

taken into considerstion. He also observed that the study indiceted that
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the States with the amsllest number of member banks were not the States
vith the lowest reserve requirements for nonmember banks and that it did
not eppear that reserve requirements were the determining factor in the
decision of State banks to become members or to retain membership in

the Federal Reserve System.

With respect to & suggestion as to country banks that there should
be no increase in reserve requirements, or a smaller increase than im the
case of reserve city banks, Mr. Goldenweiser said that these benks es a
group had a large sggregate amount of excess reserves and excess balences
with correspondents and could easily meet the incresased requirsmenta.

An exemption of time deposits from an increase in reserve rsquirements,
Mr. Goldenwelser said, had been suggested, but such an exemption should
not be made as it would result in an inerease in the actual differential
betveen the reserve requirements for time end demend deposits end was un-
desirable for that reason. Whether time deposits are money or not was

a subject of controversy among economists, but, he pointed out, the Fed-
eral Reserve Systen bas supervisory and administrative as well as mone-
tary responsibilities, is interested in the assets of banks as well &s

in their liabilities, end, therefore, cannot ignore time deposits, which,
together with demand deposits, provide the funds for their loans end in-
vestments,

He then expressed the opinion that en increase in reserve require-
ments by 33 1/3% at this time would not involve a great risk on the part
of the Federal Reserve System, and that this action would place the Sys-

tem in closer touch with the money market where it could influence the
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market by other means and would restore the System to the position in
relation to the market which it normally should occupy.

Following Mr. Goldenwelser's statement Mr. Williasms had stated
thet he felt the business and economic situation in the United Stetes had
reached what might be regarded in a genersl way ss normal and that there
were some indications that in certain respects it was going beyond & nore-
mal stete. That being the case, he said, and in view of the emergency
astmosphere which has been a factor in the consideration of problems dur-
ing the yeers of the deprsssion, it was necessary that the System keep
its perspective of what the normal situation should be. He also expressed
the opinion that prior to the depression & total of $500,000,000 of excess
reserves would heve been regarded as an unprecedented factor in the credit
situation, that this should be borne in mind in dealing with the present
problem, and thet some action should be teken as promptly as possidble to
absorb the existing substantial smount of excess reserves, which should
10t be held under normal conditions. In referring to the question whether
nction should be taken in the face of existing labor troudbles, Mr. Willisms
expressed the opinion that, while the strikes which are now in progress
may delay full recovery, they would not destroy recovery and that, there-
fore, they did not present s sufficient reason for inaction by the System.

While it might prove to be the cese, Mr. Williems said, that some
banks would have to borrow to meet an increase in reserve requirements
et the present time, he felt this problem could be met by them without a

substantiasl amount of borrowing in the aggregate, eand thet the longer actiom
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by the System was delsyed the greater would be the likelihcod that the
action which would be required at & later date would produce the neces-
sity for ligquidation by member banks. He agreed with the statement made

by Mr. Goldenwelser that the most serious errors made in the past were

the ceses where actlion was too long delayed while waiting for a more fevore
able occasion for action, or wes not sufficiently vigorous, and stated

that he believed the System wes confronted today with the denger of deley-
ing action too long in the face of a business situation which was daily
becoming more active,

Mr. Willisms concluded with the statement that it appeared that
there was every argument for early action by the System, that he felt thet
the Board should increase reserve requirements to the limit of its author-
ity, and that this would place the System in & position to deel effectively
with the problems which would arise later ir connection with the eohtrol
of credit through the medium of open market operaticns.

In response to an inquiry by the Cheirman at this meeting, Mr.
Goldenweilser stated that he desired to offer the further suggestion at
this time that, in the event action was teken by the Board of Governors
to increase reserve requirements, it would be highly desirable for the Fed-
era) reserve banks to reduce thelr buying rates on acceptances inasmuch
as the existing rates were out of touch with the merket, and, if an in-
crease in reserve requirements should result in member banks having to
resort to the Federal reserve banks for additional funds, they might
wish to sell acceptances instead of borrowing in the form of rediscounts.

Mr. Williems stated that the only additional corment he wished

to meke at this time was that, as it was thought that if the Board raised
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reserve requirements to the extent of its remsining authority such asction
night result in some increese in short-term money rates, he felt 1t would
be confusing if acceptance or discount rates were reduced, that such ac-
tion might be interpreted as an indication thet the System had a poliey
of maintaining the present low short-term rates, and that he felt it would
be desirable to defer a decision in that direction until the effect of any
action thaet might be taken by the Board can be determined, particularly
in view of the fact that such action might result in merket rates being
increased to 8 point where the present rates of the Federsl reserve dbanks
on acceptances would attract bills.

Consideration was given to drafts of minutes of the meeting of the
Federal Open Market Committee held on November 19, 1936, end an agreement
was reached upon a revised form.

Upon motion duly made and seconded, the
minutes were approved unanimously.

In connection with the consideration of the draft of minutes of
the meeting of the Federal Open Market Cormittee held on November 20, 1936,
which was sent to the members of the Cormittee on January 21, 1937, Mr.
Harrison stated that it had been his understending thet the resolution
with respect to granting suthority to the Federal reserve banks to buy
and sell cable transfers, end bills of exchenge and bankers acceptences
payable in foreign currencies, had been edopted in somewhat different form
from that set forth in the draft.

The point was discussed end the resolution
was approved in the following form:
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"RESOLVED thet, unless and until the Federsl Open Mare
ket Committee hereafter directs otherwise, each Federal Re=
serve Bank, subject to the provisions of Section 14 of the
Federal Reserve Act as amended end the reguletions, conditions,
and limitations of the Board of Governors prescribed theree
under, may without further directions or autborizastion of the
committee purchase and sell, &t home or abroad, cable trans-
fers, and bllls of exchange and bankers acceptances payable
in foreign currencies, to the extent that such purchases and
sales may be deemed to be necessary or advisable in comnection
with the establishment, maintenance, operstion, incremse, re-
duction or discontinuance of accounts of Federal Reserve Banks
in foreign countries.®

Upon motion duly mede and seconded, the
minutes of the meeting were approved unanimously
as changed.

The Secretary submitted the minutes of the
meetings of the executive committee of the Fed-
eral Open Market Cormittee held on November 19,
November 20 and December 21, 1936, and, upon
motion duly made and seconded end by unanimous
vote, the actions set forth therein were ap-
proved, ratified, and confirmed.

It was stated that, pursuant to the muthority granted by the Fed-
eral Open Market Cormittee at its last meeting and in accordance with
instructions issued by the executive committee thereunder, the Federal
Reserve Bank of New York had readjusted the participations of the Fed-
eral reserve banks in the System Open Market Account, as of January 1,
1937, in accordance with the plan and procedure followed in conmection
w¥ith the adjustment which was made as of October 1, 1936.

Upon motion duly made and seconded, and by
unapimous vote, the readjustment was approved,
ratified and confirmed end the executive commit-
tee was suthorized to make & gusrterly reedjust-
ment of the participations of the Federal reserve

banks in the System account, es of April 1, 1937,
in accordance with the seme plan and procedure.
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Prior to this meeting, Mr. Burgess as Manager of the System Open
Market Account had sent to the members of the Federsl Open Market Commite
tee, under date of January 21, 1937, a report, prepared by the Federal
Reserve Bank of New York, of open market operations since the last meet-
ing of the Federal Open Market Committee on November 20, 1936, which
operations had been reported in detail in the usual weekly reports. Mr,
Burgess reviewed the contents of the report espnd the reasons for the trans-
sctions referred to therein.

Upon motion duly mede and seconded, and by
unanimous vote, the transactions referred to in
the report were approved, ratified and confirmed.

Mr. Bargess then stested that, pursuant to the understanding reached
at the meeting of the Presidents® Conference on November 18, 1936, the
Presidents had tranemitted to President Herrison thelr comments with re-
spect to the proposed revised accounting procedure for the System Open
Market Account and thet, after consideration of the comments and consulta-
tion with Mr. Smead, Chief of the Board's Division of Bank Operastions, the
revised procedure was made effective as of January 1, 1937.

Upon motion duly made and seconded, and by
unanimous vote, the revised procedure, as out-
lined in the mwemorandum, dated November 19, 1936,
submitted by Mr. Harrison at the Presidents' Cone-
ference, a copy of which is in the files of the
Federal Open Market Committee, was approved and
its application to the System Open Market Account
as of Januery 1, 1937, wes epproved, ratified and
confirmed.
Mr. Burgess stated that the principal question raised by the Pres-

idents of the Federal reserve banks in connection with the revised account-

ing procedure related to the treatment of profits from sales, and premiums
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peid in connection with purcheses of securities in the market, which
presented the cuestion whether the precent practice of selling maturing
issues in the market and replacing them with other securities purchased
in the market should be continued or whether it would be possible to make
direct exchanges with the Treasury of maturing securities for new issues.

In connection with the consideration of this matter, reference
was made to an opinion submitted by Mr. Dreibelbls under date of Januery
26, 1937, in which it was steted thet, after reviewing the provision per-
mitting obligations of the United States to "be bouzht and sold without
regard to maturities but only in the open merket™, in the light of its
legislative history, its purpose &s revealed thereby, end the various
factors involved in effecting exchanges of old obligations for new ones
and applying thereto ordinary rules of statutory comnstruction, it was the
conclusion of Mr. Dreibelbis that exchanges permitted under the Treasury
circulars might be effected. Mr. Burgess stated that Counsel for the
Federal Reserve Bank of New York had considered the question and hed
reached the same conclusion.

During the ensuing discussion, it was pointed out that the present
rractice resulted in the payment during 1936 of something in excess of
£25,000 as cormissions in connection with the purchase and sale of secur-
ities which otherwise might be exchanged without such expense and created
the problem of the treatment to be given to profits orn securities sold
and premiums paid on securities purchased in the market, all of which
would be avoided if direct exchanges with the Treasury were made. It

wes also stated that such exchanges would be confined to the replacement
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of maturing securities with securities of an issue being offered to the
public under terms which permmit the ternder of the maturing securities in

exchange.

Upon motion duly made and seconded, it wes
agreed upanimously that, whenever such action
appesred to be desirable in the proper adminis-
tration of the System sccount, the Federal Re-
serve Bank of New York might exchenge directly
with the Treesury Department meturing securities
held in the account for securities of an issue
being offered to the public under terms which
permit the tender of the maturing securities in
exchange.

Consideration wes then given to the proposel sutmitted by Mr.
Farrison &t the meeting of the Federal Open Merket Cormittee on March 19,
1926, that suthority be grented by the Cormittee under which, in en emer~
gency, eny Federsl reserve bank might purchase Government securities
vhen necessary to efford relief in a situstion involving specific danking
institutions in its district, or, efter obtaining the consent of the Fed-
eral Open Market Cormittee, might purchase or sell Government securities
for its own account, ell of such purchases and seales to be reported prompt-
1y to the Federsal Open Market Committee &nd its executive committes. Ac-
tion on this proposal hed been deferred at the meetings of the Committee
on Yay 25 and November 20, 1936, In conmection with this matter refer-
ence was made to the following letter addressed by President Harrison
to each of the members of the Federsl Open Market Committee under date
of Jenuary 19, 1937:

"Under the regulations of the Federal Open Market Commit-

tee, 8s it existed under the Banking Act of 1933, the {ndi=
vidual Reserve banks were given power to purchese goverrment
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"securities for thelr own mccount in emergencies and subject
to certain restrictions. The preliminery draft of regulations
of the new Federal Open Market Cormititee, crested by the Banke
ing Act of 1935, included similar provisions; but when the reg-
ulations were mdopted, 8t the first meeting of the committee
on lMarch 18 and 19, 1936, the section containing these provie
sions was omitted, with the understanding that any euthority
of this sort which was finelly agreed upon would be conferred
by ection of the committee rather than by reguletion, snd the
discussion of committee action on the matter wes postponed
until a leter meeting.

"The subject was egain discussed at the meetings on May
25, 1936 eand on November 20, 1936. Action vas postponed at the
meeting on November 20 with the understanding that I should sub=-
mit to the members of the committee in advance of the next meet-
ing an outline of my suggestion as to &an eppropriete form of
resolution.

*] have always belleved, and I presume thast other members
of the committee, believe, that it is important that the Federal
Reserve System be prepared to act promptly in eny emergency
which may arise. Indeed, one of the reasons for the reorgsnize-
tion of the Open Market Committee was t0 concentrete responsie
bility and to facilitsete action. Prompt sction in matters of
credit policy is provided for either under existing regulations
or resolutions. There is doubt, however, ss to whether the
appropriete mechinery is available to taeke care of & pressing
emergency involving individual member or non-member banks.
Ordinarily, it is no doubt true that there will be adequate
opportunity for any Reserve bank which faces an emergency situa-
tion to get in touch with the executive cormittee and to arrange,
through that conmittee, any purchese of government securities
which mey be necessary. It is also true, however, that on a num-
ber of occasions in the past events have teken place so rapidly
thot adequate opportunity wes not avellable for committee action
of that sort. It is not impossible thaet such a situstion mey
recur in the future.

"I belleve, therefore, thet it is importent that some
standing euthority for emergency action by individusl banks
should be granted not only that the banks mey be in a position
to meet the emergency, but also that there msy be no basis for
a cherge that the System is not prepared to sct promptly and
vigorously on all occasions.

"The following resolution would seem t0 me adequate to re-
move any obstacle to immediete functloning of the Reserve machine-
ery in an emergency and would et the same time preserve to the
Open Varket Committee its substantisl rights of control over open
market operations:

In an emergency, when necessaery to efford relief
in a situstion involving one or more specific banking
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"institutions in its district, sny Federal Reserve

bank may purchase govermment securities for its own

account (&) up to and not in excess of #100,000,000

with the prior consent of the executive committee,

or (b) up to end not in excess of £50,000,000 withe

cut the prior consent of the executive committes, Lf

beceuse of the necessity for prompt action it 1s mot

poesible to obtein such prior comsent.
A1) purchases of government securities by any

Federal Reserve bank for its own mccount shall be re-

ported promptly to the executive committee; end the

executive committee shall promptly notify all members

of the Federsl Qpen Market Committee of such purchases.

The Federsl Open Market Cormittee reserves the right,

end authorizes the executive cormittee, at any time to

require the sale of any government securities purchesed

by en individusl Federel Reserve bank for its own sc~
count, or to require that such securities be trans-
ferred to the System Open Market Account, or to reduce
the holdings of other govermment securities in the

System Open Market Account in an eguivalent smount.

"In accordence with the understanding at the last meeting
of the Open Market Cormittee that I should present my views to
each member of the committee, I am teking the liberty of send-
ing & copy of this letter to esch member of the Board of Gov-
ernars end to those Presidents who are members of the Open
Market Committee."

Chairman Eccles stated that the responsibility for open market
operetions was vested in the Federsl Open Market Committee, that the
Federal reserve banks, through the exercise of their powers to make
losns and resale sgreements, had ample authority to desl with specific
locel situstions which might arise without warning, that in all other
cases the banks would have sufficient notice of the development of the
situetion to bring the metter to the attention of the executive commit-
tee of the Federal Open Market Committee for consideration and action;
thet, under these circumstances, there was no justification, in his

opinion, for grenting the autbority referred to by Mr. Harrison; and
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that he was opposed in principle to grenting the authority.

During the discussion which followed Mr. Broderick suggested
that the limits set forth in Mr. Hearrison's proposal might be reduced
to substantially lower figures. There was also raised a question whether
the adoption of Mr. Farrison'’s proposel would involve a delegation to
the Federal reserve banks of the Committee's authority. In response to
en inquiry, Mr. Dreibelbis expressed the view that it wes within the
power of the Committee to adopt the proposed resolution.

At the coneclusion of the discussion, Mr.
Harrison moved the adoption of the following
resolution for the reasons outlined in his lete
ter of January i9:

"RESOLVED that, in an emergency, when necessary to afford
relief in a situetion involving one or more specific banking
institutions in its district, eny Federal Reserve bank may
purchase government securities for its own sccount (a) up to
and not in excess of $100,000,000 with the prior consent of
the executive committee, or (b) up to and not in excess of
$50,000,000 without the prior consent of the executive come
mnittee, 1f because of the necessity for prompt action it is
not possible to obtein such prior consent. All purcheses of
government securities by any Federsl Reserve bank for its own
account shell be reported promptly to the executive cormittee;
end the executive cormittee shell promptly notify &ll members
of the Federal Open Market Cormittee of such purchases. The
Federsl Open Merket Committee reserves the right, and author-
izes the executive committee, at any time to require the sale
of any government sSecurities purchased by an individual Fed~
eral Reserve bank for its own account, or to require that such
securities be transferred to the System Open Market Account,
or to reduce the holdings of other govermment securities in the
System Open Market Account in en equivalent emount.®

Mr. Farrison's motion, having been duly
seconded, was put by the chair and the members
voted as follows:
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TAye® "No*
Mr. Harrison Mr. Eccles
Mr. Fleming Mr. Szymeczsek
Mr. Scheller Mr. Ransom
My, Hamilton Mr. McKee
Mr. McKinney Mr. Davis
Mr. Broderick

Mr. Broderick then stated that he desired to
withdraw his vote, that while he favored the asdop-
tion of the resolution, he believed that motions
of this character, if sdopted, should preveil by e
larger margin than had been indicated in this case,
end that, therefore, Le wighed to be recorded es
not voting.

Thereupon the motion was desclered lost.

Consideration was then given to the suthority to be given to
the executive committee to direct replecement of meturing securitiee and
to meke shifts between maturities of securities in the System Open Mar~
ket Account end the opinion was expressed and concurred in that author-
ity to direct the replacement of maturing securities and to meke such
shifts between maturities in the account as mey dbe necessery in the
proper administration of the account should be granted and that, for the
reesons which prompted the grenting of the authority at the meeting of
the full Cormittee on November 20, 1936, the same authority should be
grented at this meeting.
Upon motion duly mede and seconded, and by
unanimous vote, the Committee instructed the
executive committee to direct the replacement
of maturing securities in the System Open Mar-
ket Account with other Government securities and
to make such shifts between maturities in the
account as may be necessary in the proper admine
istration of the account, provided that the emount

of securities meturing within two yvears be maine-
tained at not less than {1,000,000,000 and that
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the amount of bonds having maturities in excess
of five years be not over $600,000,000 nor less
then $300,000,000.

It was slso sgreed that, for the reasons stated at the meeting
on November 20, 1936, the authority granted to the executive cormittes
to permit fluctuations in the totel holdings of securities in the System
account between weekly statement dates should be continued.

Upon motion duly mede and seconded, and by
unanimous vote, the Committee authorized the
executive committee to permit such fluctuations,
within reasonable limits, in the amount of holde
ings of Government securities in the System Cpen
Market Account between wes ly stetement dates as
may be desirable for the practical administration
of the account in meking shifts between and re-
placements of securities pursuant to the general
authority granted by the Federasl Open larket Com-
mitteea.

In connection with the consideration of the authority to be given
to the executive committee to effect increases or decreasses in the total
holdings of securities in the sccount, Chairmen Eccles referred to the
possibllity that the Board of Governors might decide to incresse reserve
requirements to teke effect prior to March 15, 1937, the dete upon which
the first income tex payments for the year 1936 will be made, when it was
anticipated that payments to amnd@ by the Treasury would result in 2 net
withdrewal of funds from the market up to $500,000,000. Fe expressed the
opinion that the executive cormittee should be in a position, should such
& situation develop, to buy securities to offset any sdverse effect that
might result from such & large withdrawal of funds, with the understend~

ing that the securities so acquired would be disposed of as the funds
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withdrewn were returned to the market.

Mr. Burgess steted thst, es excess reserves would be very sube
stantlally reduced by an increese in reserve requirements if made to
the full extent permitted by lew, there would be less flexibility in the
money market and that in such circumstances lerger open market operations
ghould be contemplated and authorized.

For these ressons, and the further reeason thet it was felt that
the executive committee should have authority to take such action with
respect to0 an increese or decrease in the system portfolic as might be
necessary to meet unforeseen circumstances which might aerise, it was
agreed thet enlarged euthority should be granted to the executive commite
tee to direct increases or decreases in the system portfolio.

Upon motion duly made and seconded, and by
unanimous vote, the Committee suthorized the ex-
ecutive committee, subject to telegraphic or
written approvel by & majority of the members
of the Federel Open Market Committes, to direct
that the present smount of Government securities
in the System Open Market Account be increased
or decressed by not more than $500,000,000,

Reference wes made to anticipated chenges in the membership of
the Federal Open Market Committee on March 1, 1937, snd the questiion was
presented what, if sny, action should be taken by the Committee to fill
eny resulting vacancies in the membership and elternate membership of
the executive committes.

Mr. Fleming moved that the representative
elected by the Federal Reserve Banks of Phile~

delphie end Clevelend as s member of the Federal
Open Market Committee for the yesr beginning
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March 1, 1937 be appointed to serve as a member
of the executive committee for the period from
Narch 1, 1937, until his successor ls elected
at the first meeting of the Federal Open Market
Comnittee after March 1, 1937,

This motlion, having been duly seconded, was
put by the cheir end cerried unanimously.

Mr. Hamilton moved that the representative
elected by the Federal Reserve Banks of Chicago
and St. Louis to serve as a member of the Federal
Open Market Committee for the year beginning Merch
1, 1937 be appointed an alternete member of the
executive committee for the period from Mawrch 1,
1937, until his successor is elected at the first
meeting of the Federal Open Market Conmittee after
Mareh 1, 1837.

This motion, having been duly seconded, was
put by the chair and carried unapimously.

Mr. McKee moved that the Federal Open Market
Committee teke such action as mey be necessary to
reduce the emount of securities held in the System
Open Market Account by approximately $800,000,000,
and that it formelly notify the Board of Governors
of the Federel Reserve System of that decision.

There was no second to this motion and no
action was teken upon it.

Mr. Harrison moved as a substitute for Mr.
McKee's motion that the Cheirman be requested to
call 8 meeting of the Federal Open Market Committee
on or before February 12, 1937; it being understood
that, if the situation should change to such en ex-~
tent that it appeers unnecesssry to hold & meeting
at that time and the members of the Committee are
in unanimous agreement thet there is no need for
a meeting, it could be dispensed wlith.

Mr. Harrison's motion, heving been duly seconded,
was put by the Chair and carried unanimously.

Thereupon the meeting adjourned.

T ully)

Chairman.




