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MEETING ON MAY 25, 1936

Members present: Mr. Eccles, Chairman; Mr. Harrison, Vice Chair-
man; Mr. Broderick, Mr. Szymeczak, Mr. McKee, Mr. Fleming, Mr.
McKinney, Mr. Schaller, Mr. Hamilton.

1. Transfer to System Open Market Account of United States Government
Securitiecs Held in Individual Investment Aecounts of Federal Reserve
Banks.

By unanimous vote, the Committee directed that the
Federal Reserve banks transfer on June 15, 1936, to the
System open market account, at the market prices prevail-
ing on that date, all the United States Government secu-
rities held in the individual investment accounts of such
Federal Reserve banks, including Government securities
held as investments of self-insurance funds.

(SEcreTARY’S Nore: Subsequently, with the unanimous
approval of the members of the Committee, the date of the
transfer to the System open market account of the securities
held individually by the banks, and the reallotment of the
total securities held in the System account, was changed to
June 30, 1936, because of the necessity for the allowance
of additional time in which to work out the details of such
transfer and reallotment.)

In view of the fact that the Banking Act of 1935 transferred to and
lodged in the Federal Open Market Committee the final authority over,
as well as the responsibility for, the determination of policy with respeet
to the conduct of open market operations, and provided that no Federal
Reserve bank should engage in or decline to engage in such operations
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except in accordance with the direetion or regulation of the Committee,
it was the opinion of the Committee that the separate investments in
Government securities held by the reserve banks should be transferred
to the System account.

2. Authority to Make Shifts in System Open Market Account.

By unanimous vote, the Commitiee instructed the execu-
tive committee to direct the replacement of maturing
securities in the System open market account with other
Government securities, and to make such shifts between
maturities in the account as may be necessary in the proper
administration of the account, provided that the amount
of securities maturing within two years be maintained at
not less than $1,000,000,000, and that the amount of bonds
be not over $500,000,000.

This action was taken to enable the executive committee to make
shifts and replacements in order that there might be no change in the
total amount of securities in the System account and for the proper
administration of the account, as well as to make shifts from short to
long-term securities, to meet changing market conditions and to improve
the distribution of maturities in the account.

3. Authoriiy to Increase or Decrease the System Account.

By unanimous vote, the Committee authorized the execu-
tive committee, subject to telegraphic or written approval
by a majority of members of the Federal Open Market
Committee, to direct the purchase or sale of Government
securities for the System open market account up to an
aggregate amount of $250,000,000.

This action constituted a renewal of authority previously given to
buy or sell (which included authority to allow maturities to run off)
securities for the System open market account in order that the execu-
tive committee might be in a position to act promptly if unforeseen
circumstances should make such action desirable before another meeting
of the full Committee.

4. Authority to Federal Reserve Bank of New York to Direct Purchases of Bills
Payable in Foreign Currencies.

By unanimous vote, the Committee authorized the Fed-
eral Reserve Bank of New York to direct the purchase of
bills payable in foreign currencies in such amounts as might
be necessary to replace maturing bills now held for the
account of the Federal Reserve banks by foreign central
banks, including the Bank for International Settlements.
It was understood, however, that the bank might permit
the payment of such maturing bills without replacement
thereof to such extent as might be found advisable in the
interest of the Federal Reserve banks.

This action was a renewal of the authority given at the meeting of
the Committee on March 19, 1936, and was taken for the same reasons.
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