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MeeriNng oN May 15, 1943

Members present: Mr. Eccles, Chairman; Mr. Sproul, Vice Chairman;
Mr. Szymczak; Mr. McKee; Mr. Ransom; Mr. Draper; Mr. Evans; Mr. Pad-
dock; Mr. Fleming; Mr. McLarin; Mr. Day.

1. Purchase by Federal Reserve Banks of Treasury Bills at Posted Dis-
count Rate.

Upon motion duly made and seconded, it was agreed unani-
mously that, without changing the direction issued at the
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meeting of the Federal Open Market Committee on March 2,
1943, with respect to the c}mrchasf: by the Federal Reserve Banks
of Treasury bills, it would be undesstood that the Reserve Banks
would treat all purchases pursuant to this direction as being sub-
ject to the condition that, upon request of the seller before the
maturity of the bills, the Reserve Bank would sell to him Treas-
ury bills of like amount and marturity at the discount rate of
34 per cent per annum.

Under the direction of Maich 2, 1943, bills lEJau:'ch:ast:d outright were for
the System open market account and bills purchased subject to the right of
repurchase were held by the purchasing Federal Reserve Bank. The sug-
gestion was made at this meeting that it would be helpful from an accounting
and operating standpoint if the Federal Reserve Banks were instructed to
hold in their own accounts all bills purchased under the direction. It was
agreed that this could be accomplished most cffectively by treating all such
bills as being subject to the right of repurchase and holding them at the
purchasing Federal Reserve Banks in accordance with the policy of having
the bills available for immediate delivery if desired in the event of their
repurchase.

2. Authority to Effect Transactions in System Account.

Upon motion duly made and seconded, the following direc-
tion to the executive committee was approved by unanimous
vote:

*That the executive committee be directed, until otherwise directed
by the Federal Open Market Committee, to arrange for such transactions
for the System open market account, cither in the open market or di-
rectly with the Treasury (including purchases, sales, exchanges, replace-
ment of maturing securities, and letting maturities run off without
replacement), as may be necessary in the practical administration of the
account, or for the purpose of maintaining about the present gencral
level of prices and yields of Government securities, or f%r the purpose
of mainraining an adequate supply of funds in the market; provided
that the aggregate amount of securities held 1n the account at the close
of this date (other than special short-term certificates of indebtedness
purchased from time to time for the temporary accommodation of the
Treasury and Treasury bills purchased pursuant to the directions of the
Federal Open Market Committee issued under dates of September 28,
1942, and March 2, 1943) shall not be increased or decreased by more
than x billion doHars.

*“That the executive committee be further directed, until otherwise
directed by the Federal Open Market Committee, to atrange for the
purchase for the System open market account direct from the Treasury
of such amounts of special shore-term certificates of 1ndebtedness as may
be necessary from time to time for the temporary accommodation of the
Treasury; provided that the amount of such certificates held in the
account at any one time shall not exceed 1.5 billion dollars.”

Except for the limitation as to amount at the end of the first paragraph,
the direction was in the same form as the directions issued at the meetings
of the Federal Open Market Committee eatlier this year and was approved
for substantially the same reasons. The limitation on the authority of the
executive committee to increase or decrease the amount of securities in the
account was reduced from 1.5 billion dollars to 1 billion for the reason that
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it was anticipated that another mecting of the full Committee would be held
during the latter part of Junc and that the lower limitation would be adequate
to enable the executive committee to meet the situation during the
intervening period.
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