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RECORD OF POLICY ACTIONS
FEDERAL OPEN MARKET COMMITTEE

MEETING ON MARCH 1, 1945

Members present: Mr. Eccles, Chairman; Mr. Sproul, Vice Chairman; Mr.
Szymczak; Mr. McKee; Mr. Ransom; Mr. Draper; Mr. Evans; Mr. Williams; Mr.
Gidney; Mr. Leedy; Mr. Gilbert.

A meeting of the Federal Open Market Committee (the last before the members
of the Committee took office who were elected as representatives of the Federal
Reserve Banks for terms of one year beginning March 1, 1945), was held on
February 28, 1945, for the purpose of ratifying actions which had been taken
under existing policies and to discuss matters relating to Treasury financing. At
that meeting no policy actions were taken.

1. Authority to Effect Transactions in System Account.

At the meeting on March 1, 1945, upon motion duly made and seconded,
and by unanimous vote, the following direction to the executive com-
mittee was approved:

That the execytive committee be directed, until otherwise directed by the
Federal Open Market Committee, to arrange for such transactions for the
System open market account, either in the open market or direcdy with the
Treasury (including purchases, sales, exchanges, replacement 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 general level of prices and yields of Govern-
ment securities, or for the purpose of maintaining an adequate supply of
funds 1n the market; provided that the aggregate amount of securities held 1n
the account at the close of this date [other than (1) bills purchased outright
in the market on a discount basis at the rate of 3/8 per cent per annum and
bills redeemed at maturity and (2) special short-term certificates of indebted-
ness purchased from time to time for the temporary accommodation of the
Treasury] shall not be increased or decreased by more than $1,500,000,000.

That the exccutive committee be further directed, until otherwise directed
by the Federal Open Market Committee, to arrange for the purchase for the
System open market account direct from the Treasury of such amounts of
special short-term certificates of indebtedness 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 §1,500,000,000.

The open market policies of the System continued through the year 1944 to be
determined on the basis of the needs of war financing and were designed to
continue the assurance of an adequate supply of member bank reserves and to
excrt an influcnce toward the maintenance of conditions in the Government
security market that would be satisfactory from the standpoint of Government
requirements. When this meeting of the Committee was held, plans were being
made for the Seventh War Loan Drive which would result in a further large
increase 1 Treasury borrowing. It also appeared that as long as the war lasted
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there probably would be a continyed increase in currency in circulation, coupled
with a further reduction in the monetary gold stock of the United States, all
of which would require large additional amounts of reserve funds to be supplied
by the Federal Reserve Banks. In these circumstances the Committee was of the
opinion that there was no occasion for a change in its existing general policy,
and that it should renew the outstanding direction to the executive commitiee to
arrange for the purchase and sale of securities for the System account. This was
accomplished by the approval of the direction set forth above, which was in the
same form as the direction issued at the previous meeting of the Federal Open
Market Committee on December 11, 1944.

2. Purchase by Federal Reserve Banks of Treasury Bills at Posted Discount Rate.

Upon motion duly made and seconded, the following direction to
the Federal Reserve Banks was approved by unanimous vote, with the
understanding that resales of Treasury bills held under option would be
for immediate delivery when so requested by the option holder:

Until otherwise directed by the Federal Open Market Committee, the 12
Federal Reserve Banks are directed to purchase all Treasury bills that may
be offered to such Banks on a discount basis at the rate of 3/8 per cent per
annum, any such purchases to be upon the condition that the Federal Reserve
Bank, upon the request of the seller before the maturity of the bulls, wall
sell to him Treasury bills of like amount and maturity at the same rate of
discount. Al bills purchased under this direction are to be held by the
purchasing Federal Reserve Bank in its own account and prompt reports
of all transactions in Treasury bills are to be made to the Manager of the
System Open Market Account.

The above direction was in the same form as that issued by the Committee on
March 1, 1944, with respect to the purchase of Treasury bills except that the
last sentence was changed to provide that the Federal Reserve Banks should
make prompt reports of all transactions in Treasury bills (instead of reports of
purchases only) to the Manager of the System Open Market Account. The
direction was rencwed for substantially the same reasons as when the earhier
action was taken and was presented for the purpose mamly of affording the
incoming representatives of the Federal Rescrve Banks who were elected as
members of the Commttee for terms of one year beginning March 1, 1945, an
opportunity to vote on the question of policy involved. The change in the last
sentence of the direction was merely to conform the language of the direction
to the present practice of reporting all transactions in Treasury bills to the
Manager of the System Open Market Account.
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