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Ocrozser 30, 1950

1. Extension of Policy for Restraining Inflationary Credit Expansion.

At this meeting, the Federal Open Market Committee gave consideration
to further extension of the policy determined at previous meetings for
restraining inflationary credit expansion. It was agreed that continued flexi-
bility in the short-term money market was essential to carrying out effective
credit policy, but that operations under this policy must be carried out in
a manner that would not induce holders of long-term bonds to sell securities
and thus necessitate Federal Reserve purchases to maintain an orderly market,
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which would interfere with the System policy of credit restraint, the main
purpose of which was to avoid putting funds into the market. For this reason,
it was felt, yields on short-term issues should not be permitted to rise above
a point which, ynder existing conditions, might be considered as endangering
the 2! per cent rate on outstanding issues of long-term restricted bonds.
At this meeting it appeared from current market developments that this
point might have been reached, at least temporarily. Accordingly, it was
agreed that for the present, pursuant to the policy adopted at the meeting
of the Committee on QOctober 11, 1950, the rate on short-term issues should
not be permitted to rise further, but that if further inflationary or market
forces should develop which would make it necessary to reconsider this
decision, another meeting of the Committee would be held. No change was
made in the form or limitations in the authorization to effect transactions in
the System accoynt which was approved on October 11, 1950.

Votes for this action: Messrs. McCabe, Chairman, Sproul, Vice
Chairman, Davis, Erickson, Evans, Norton, Peyton, Powell,
Szymczak, Vardaman, and Young. Votes against this action:
none.


frbuser
Rectangle

frbuser
Rectangle


