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MEzEeTING ON DECEMBER 12, 1941

Members present: Mr. Eccles, Chairman; Mr. Sproul, Vice Chairman;
Mr. Szymczak, Mr. McKee, Mr. Ransom, Mr. Draper, Mr. Fleming, Mr.
Leach, Mr. Davis, Mr. Peyton.

On December 8, 1941, at the request of the members of the executive
commirttee, the members of the Federal Open Market Committee approved
an increase from $200,000,000 to $400,000,000 in the limit on the authority
granted to the exccutive committee to increase or decrease the toral amount
of securities held in the System account.

At this meeting, upon motion duly made and seconded, and
by unanimous vote, the action of the members of the Federal
Open Market Committee as stated above was approved, ratified
and confirmed.
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Following the attack by Japan on the tetritory of Hawaii, the Pacific
island possessions of the United States, and the Phulippine Islands, members
of the executive committee met and decided that, in order that it might be
in a position to take whatever action was necessary in an effort to prevent
disorderly conditions in the Government securities market that might
otherwise develop as a result of the entry of the United States into the war,
the members of the Federal Open Market Committee should be requested
to approve an increase to $400,000,000 in the limit of the authority of the
executive committee to increase or decrease the total amount of securities
held in the System account. The members of the Federal Open Marker
Committee who were not members of the executive committee were called
by telephone on December 8 and there was unanimous agreement that the
enlarged authority should be granted for the purpose stated. The securities
purchased for the System account during the week following the outbreak
of war included $45,270,000 of the new 1951—1955 and 1967-1972 bonds, and
$12,370,000 of Treasury bills, $2,000,000 of which were resold during the
week. Purchases of $13,700,000 of various issues of bonds that were in
supply in the market were also made against the sale of a like amount of
bonds that were in demand.

Upon motion duly made and seconded, the following resolu-
tion was adopted by unanimous vote, with the understanding
that, when the market recovered and conditions justified, the
secutities added to the System account during the current week
would be resold:

*‘That the executive committee be directed until otherwise directed
by the Federal Open Market Committee to arrange for such transactions
for the System open market account (including gurchases, sales, ex-
changes, replacement of maruring securities, and letting maturities
run off without replacement) as in its judgment from time to time may
be advisable in the light of existing conditions; provided that the
aggregate amount of securities held in the account at the close of this
date shall not be increased or decreased by more than $500,000,000."

This resolution was in the same form as the resolution adopted at the
four previous meetings of the Commirtee except that it increased from
$200,000,000 to $500,000,000 the amount by which the aggregate amount of
securities held in the System account could be increased or gccrcased. On
the day this meeting was held the indications were that the market’s reac-
tion to the outbreak of war would not be a serious one, but because of the
uncertainty in the gemeral picture and the possibility that further war
developments might call for substantial purchases of securities for the
System open market account, the Committee was of the opinion that broader
authority should be vested in the executive committee to take such action
as in its juddgment might be required by any conditions that might arise,
it being understood that if it should appear that authority was nceded
beyond the limit granted in the resolution another meeting of the Federal
Open Market Committee should be called.
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