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May 20, 1948
1. Authority to Effect Transactions in System Account.

The following direction to the executive committee was approved :

The executive committee is 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 directly
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with the Tieasury (including purchases, sales, exchanges, replacement of
maturing securities, and letting maturities run off without replacement),
as may be necessary, in the light of the general credit situation of the
country, for the practical administration of the account, for the mainte-
nance of stable and orderly conditions in the Government security market,
and for the purpose of relating the supply of funds in the market to the
needs of commerce and business; provided that the aggregate amount of
securities held in 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 shall not be increased or
decreased by more than 1.5 billion dollars.

The executive committee is 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 T'reasury of such
amounts of special short-term certificates of indebtedness as may be neces-
sary from time to time for the temporary accommodation of the Treasury;
provided that the total amount of such certificates held in the account at
any one time shall not exceed 1.5 billion dollars.

Votes for this action: Messrs. McCabe, Sproul, Clayton, Draper,
Eccles, Evans, Gilbert, Leedy, Szymczak, Williams, and Young. Votes
against this action: none.

Although important changes in the economic situation had occurred since
the previous meeting of the Federal Open Market Committee, they did not
change the fundamentally inflationary situation with which the Committee
had to deal. It was the view of the Committee, therefore, that its existing
anti-inflationary policy of keeping pressure on the money market for the pur-
pose of restraining the expansion of bank reserves should be continued and
the above direction was issued for that purpose. In taking this action it was
understood that discussions with the T'reasury of credit and debt management
policies would be continued with a view to a further increase in the short-
term rate to be followed at the appropriate time by an increase in the discount
rates at the Federal Reserve Banks and in reserve requirements of banks in
central reserve cities.

The direction was in the same form as the direction issued at the meeting
of the Committee on March 1, 1948, except that the limitation contained in
the first paragraph on the amount by which the securities in the account could
be increased or decreased was reduced from 3 billion dollars to 1.5 billion. The
reduction was made because it was felt that the factors affecting the Govern-
ment securities market and the changes in the System account that would be
requited to carry out System policies in the interim before another meeting
of the Committee would not call for a larger authority.
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