8/16/77

Meeting of Federal Open Market Committee

August 16, 1977

MINUTES OF ACTICNS

A meeting of the Federal Open Market Committee was held in

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

Washington, D.C., on Tuesday, August 16, 1977, beginning at 9:00 a.m.

PRESERT:

Mr. Burns, Chairman
Mr. Volcker, Vice Chairman
Mr. Coldwell

Mr. Gardner

Mr., Guffey

Mr. Jackson

Myr. Lilly

Mr. Mayo

Mr. Morris

Mr. Partee

Mr. Roos

Mr. Wallich

Messrs.

Balles, Baughman, Eastburn, and Winn,

Alternate Members of the Federal Open Market
Committae

Mr. Kimbrel, President of the Federal Reserve Bank
of Atlanta

Mr.
Mr.,
Mr,
Mr.

Altmann, Deputy Sezcretary
Bernard, Asgsistant Secretary
0'Connell, General Counsel
Axilred, Economist

Messrs. R, Davis, T. Davis, Eisenmenger, Kichline,

Mr.
Mr.

Reynolds, Scheld, Truman, and Zeisel, Associate
Economists

Pardee, Deputy Manager for Foreign Operations
Sternlight, Deputy Manager for Domestic
Operations
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Mr. Hudson, Assistant to the Chairman, Board
of Governors

Messts. Coyne and Keir, Assistants to the Board
of Governors

Mrs. Farar, Economist, Open Market Secretariat,
Board of Governors

Miss Klaput, Open Market Secretariat, Board of
Governors

Messre. Rankin and Van Nice, First Vice FPresidents,
Federal Reserve Banks of Richmond and
Minneapolis, respectively

Mr. J. Davis, Senior Vice President, Federal Reserve
Bank of Cleveland

Messrs Brandt, Broaddus, Burns, Hoskins, Keran,

pd Karnosky, Vice Presidents, Federal Reserve
Banks of Atlanta, Richmond, Dallas, Philadelphi
San Francisco, and St. Louis, respectively

Mr, Kareken, Econcmic Adviser, Federal Reserive
Bank of Minneapolis

Mr. John Hill, Sen;or Econonist, Federal Reserve
Bank of New York

By unanimous vote, the minutes of actions tsken at the meeting

of the Federal Open

Secret

ary's Note: On August 5, 1977, by unanimous vote (with

Messrs. Balles and Timlen voting as alternates for Messrs. Guifey and

Volcker, respectively, and Messrs. Coldwell, Garvdner, and Lilly absent),

the Committee medif

rate specified i

A

Y

ied the inter-meeting range for the Federal funds

the next-to~last parvagraph of the domestic policy

directive issued on July 19, 1977, by incvweasing the upper limit from

~-3/4 to 6 per cent.

Market Committee held on July 19, 1977, were approved.
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By unanimous vote, Systen open market tyansactions in fdreign
currencies during the peviod July 19 through August 15, 1977, were

approved, ratified, and confirmed.

.

By unanimoug vote, System open market transactions in Govern-
ment securities, agency obligations, and banker's acceptances during
the period July 19 through August 15, 1977, were approved, ratified,
and confizmed.

By unanimous vote, the Federal Reserve Bank of New York was

-

authorized and directed, until otherwise directed by the Committee, to
execute transactions in the System Account in accordance with the
following policy directive:

The information veviewed at this meeting suggest
that real output of goods and services is growing less
rapidly in the current quarter than in the second
quarter. In July industrial cutput rose a litile less
than in June. The rise in payroll employient in non-
farm ectablishments was substantial. According to the
househsld survey data, total nonagricultural employment
was unchanged and the unewploymmﬂt rate edged down to
6.9 per cent, the e as in May. The dollar value of
total retail sales rose somewhat, after 2 months of
decline. The wholesale price index for all comodities
was -about unchanged in July; average prices of farm
products and foods declined sharply fUlLﬂt and avevrage
prices of industrial commodities continued to rise at a
more moderate pace than in the early months of 1977.

The index of'aVeTagﬂ hourly earnings has continued to
advance at about the same pace that it had on the aveéerage
during 1976,

The weighted average exchange rate for the dollar
against leading foreign currencies has recovered more
than 1 per cent from the low point reached in late July.
In June the U.S, foreign trade deficit rose sharply, and
the deficit was larger for the second quarter as a whole
than for the first.
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The incresse in M-1 was excepticpally larg
Inflows to bhanks of the time and savings depos
included in the broader mounetary aggregatoes st
and growth in ¥-2 and M-3 alsoc accelerated sharply.
ness short~term borrowing moderated from the rapid pace
in June. Interest rates on short- and intcmwediate-term
market instruments have risaon EPLTECLabl} in recent ws
while yieclds on longer-term bonds have changed little.

In light of the foregoing developments, it is tke
policy of the Federal Open Market Cormﬂt*ec to foster
bank reserve and other financial conditions that wi 11

».ﬁ

encourage con*1nund economic expansion and he}; resist
inflationary pressures, while contributing to a sustai

able pattern of international transacticns.

At its meeting on July 19, 1977, the Committee
agreed that growth of M-1, M«2, and M-3 within ranges
of 4 to 6-1/2 per cent, 7 to 9-1/2 per cent, and 8-1/2
to 11 pex cent, reqaoct1Vﬂ1y, from the second quarter
of 1977 to the second quarter of 1978 appears to be
consistent with these objectivesz. These ranges are
subject to reconsideration at any time as conditions
warrant.

The Committee seeks t£o encourage near-term ratesg
of growth in M-1 and M-2 on a path believed to be rea-
sonably consistent with the longer-run ranges for monetary
agpgregates cited in the preceding paragraph. Spec1f1u31~y,
at present, it expects the aanval growth vates .over the
August-September period to be within the ranges of 0 to
5 per cent for M-l and 3 to 8 per cent for ¥-2, In the
judgment of the Committee such growth rates are likely to
be associated with a weekly»GXurage Federal funds rate of
about 6 per cent, If, giving approximately equal weight
to M-1 and M-2, it appears that growth rates over the
2-month pericd will deviate sgignificantly from the mid-
points of the indicated ranges, the operaticonal objective
for the Federal funds rate shall be modified in an orderly
fashion within a range of 5-3/4 to 6~1/4 per cent.

If it appears during the periocd before the next
meeting that the operating censtraints specified above
are proving to be significantly inconsistent, the M
is promptly to notify the Chairman whe will then de
whether the ¢ ction calls for supplementary e
from the Commj
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It was agreed that the next meeting of the Committee would

be held cn Tuesday, September 20, 1977, beginning at 9:30 a.m.

Deputy Secretary



