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MEeETING ON OCTOBER 17, 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 and by unanimous vote, the
following direction to the executive committee was approved:

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, either 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
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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 securties held
in the account at the close of this date [other than (1) bills purchased
outright 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 short-term certificates
of indebtedness purchased from time to time for the temporary accommoda-
tion 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.

Since the preceding meeting of the Committee the war had come to an end
and the Treasury had announced the Victory Loan Drive as the last great public
drive to be held. With the approach of the termination of the war the Com-
mittee at previous meetings had considered the need for reformulating the credit
policies of the System, on the basis of possible postwar conditions. It gave parti-
cular consideration to abuses that had grown up in the Government security
markets, including speculative purchases of securities during the war loan drives
and sales by banks of shortterm securities to the Federal Reserve Banks to
obtain funds with which to purchase long-term securities which had created
reserves in amounts greater than were needed for the successful financing of
the war and which were adding to inflationary pressures. A discussion of these
problems will be included in the report of the Board of Governors to Congress.

At this meeting the open market policies of the System were reviewed in the
light of these considerations and of an estimate before the Committee that it
would be necessary for the Federal Reserve Banks between the date of this
meeting and the end of the Victory Loan Drive, to purchase between $1.5 billion
and $2 billion of Government securities for the purpose of providing the funds
which would be needed to meet anticipated increases in currency in circulation
and in required reserves of member banks. It was felt that the reasons on which
the existing policies of the Committee were based made it desirable to continue
these policies through the remainder of the current year and the direction set
forth above, which was in the same form as the direction issued at the meeting
on June 20, 1945, was approved for that purpose. In this connection it was
understood that the executive committee would continue its discussions with the
Treasury of the problems arising with the termination of the war as well as the
System’s postwar credit policies and the policies of the Treasury with respect to
management of the public debt.
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