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1. Authority to Effect Transactions in System Account.

The Committee again renewed without change the directive to the execu-
tive committee which was adopted in December 1953, and continued without
change at the meetings on March 3 and June 23, 1954. ‘This directive, which
provided as the current credit policy of the Committee that transactions in
the account should be with a view, among other things, to “promoting
growth and stability in the economy by actively maintaining a condition of
ease in the money market,” is set forth on page 92 of this report.

Votes for this action: Messrs. Martin, Chairman, Sproul, Vice
Chairman, Balderston, Bryan, Leedy, Miller, Mills, Robertson,
Szymczak, Vardaman, Williams, and Young. Votes against
this action: none.

The Committee gave attention to developments in the economy since its
June meeting, particularly to the “sidewise” movement that had been taking
place during the summer months, and to the question of how long the
economy might continue such a movement before showing a definite upturn
or downturn. The Committee felt that the policy of “active ease” that had
been pursued since late 1953 had helped to maintain a stable economic and
business situation which, in turn, had given encouragement to investors.
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It was the view of the Committee at this time that the ready availability
and low cost of bank credit and capital funds had maintained a monetary
climate favorable to business expansion and high employment. Although
the economy had been on a plateau for several months, following cessation
of the moderate decline that had taken place in output and employment
between the summer of 1953 and late spring of 1954, there was some evidence
that there might be an upturn in the autumn months. Inventory liquida-
tion had continued, but further declines in Government defense outlays were
expected to be small, private capital investment and State and local capital
outlays were holding up well, and consumer spending had remained high.

At the time of this meeting there had not been an upturn in economic
activity which appeared to warrant any reduction in the flow of money and
credit and the Committee believed that in supplying reserves to the market
in the weeks ahead, any doubts should be resolved on the side of ease rather
than the reverse. The Committee recognized that credit policy was only one
part of the whole complex, but it felt that the economic outlook at the time
warranted a continuation of the existing credit policy of actively maintaining
a condition of ease in the money market, and it therefore renewed its
directive in the same form that had been approved at the three preceding
meetings.
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