THIRTY-SECOND

ANNUAL REPORT

of the
BOARD OF GOYERNORS OF THE

FEDERAL RESERVE SYSTEM

COVERING OPERATIONS FOR
THE YEAR

1945




MEETING ON JUNE 20, 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.

1. Authority to Effect Transactions in System Account.

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

That the executive committee be directed, until otherwise directed by
the Federal Open Market Commuttee, to arrange for such transactions for
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the System open market account, cither in the open market or directly 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 in the market; provided that the aggregate amount of securities held
in the account at the close of this date [other than (1) bills purchased out-
right 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 shortterm certificates of
indebtedness purchased from time to time for the temporary accommodation
of the Treasury] shall not be increased or decreased by more than
$2,000,000,000.

That the executive 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.

When this action was taken the Seventh War Loan Drive was nearing com-
pletion. It was evident to the Committee that, although the European phase of
the war had come to an end, there was little likelihood of any decline in war
expenditures during the period before another meeting of the Committee and,
for that reason, the need for reserve funds would continue to be large. In fact,
it was estimated that if the next meeting of the Committee were held in October
of this year it would be necessary for the Federal Reserve Banks to put into the
market in the neighberhood of $2 billion in order to supply the funds that would
be needed. In view of this situation, the Committee decided that its existing gen-
eral policy should be continued for substantially the same reasons as prompted its
adoption. Accordingly, the above direction was approved in the same form as the
direction issued at the meeting of the Committee on March 1, 1945, except that, for
the reason set forth above, the limitation contained in the first paragraph on the
amount by which the total securities held in the System account could be in-
creased was raised from $1,500,000,000 to $2,000,000,000.


frbuser
Rectangle

frbuser
Rectangle


