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DIGEST OF PRINCIPAL FEDERAL RESERVE POLICY ACTIONS, 1960

Period | Action | Purpose of action

January- Reduced System holdings of To offset the seasonal inflow

March U.S. Government securities of reserve funds, mainly from
by about $1.6 billion. Mem- the post-holiday return of
ber bank borrowings at the currency from circulation,
Federal Reserve Banks while permitting some reduc-
dropped from an average of tion in borrowed reserves,
$900 million in December to
$635 million in March.

Late March- Increased System holdings of To promote further reduc-

July Government securities by tion in the net borrowed re-
nearly $1.4 billion. Member serve positions of member
bank borrowings at Reserve  banks and, beginning in May,
Banks declined to an average to provide reserves needed
of less than $400 million in  for moderate bank credit and
July. monetary expansion.

June Reduced discount rates from  To reduce the cost of bor-
4 to 314 per cent at all rowed reserves for member
Reserve Banks. banks and to bring the dis-

count rate closer to market
interest rates.

July Reduced margin require- To lower margin require-
ments on loans for purchas- ments from the high level in
ing or carrying listed securi~ effect since October 1958 in
ties from 90 to 70 per cent of  recognition of decline in vol-
market value of securities. ume of stock market credit

outstanding and lessened
danger of excessive specula-
tive activity in the market.

August Authorized member banks to

count about $500 million of
their vault cash as required
reserves, effective for country
banks August 25 and for
central reserve and reserve
city banks September 1.

Reduced reserve require-
ments against net demand
deposits at central reserve
city banks from 18 to 171
per cent, effective September
1, thereby releasing about
$125 million of reserves.

|

To provide mainly for sea-
sonal needs for reserve funds,
and to implement 1959 legis-
lation directed in part toward
equalization of reserve re-
quirements of central reserve
and reserve city banks,
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DIGEST oF PRINCIPAL FEDERAL RESERVE PoLICY
AcTIONS, 1960—Cont.

Period |

Action

Purpose of action

August-
September

August-
November

Late
November-
December

Reduced discount rates from
314 to 3 per cent at all
Reserve Banks.

Bought or sold at different
times varying amounts of
Government securities with a
net increase in System hold-
ings of about $1 billion,
including securities held un-
der repurchase agreement
and issues with short ma-
turities other than Treasury
bills. Member bank borrow-
ing declined further to aver-
age below $150 million in
October and November.

Authorized member banks
to count all their vault cash
in meeting their reserve re-
quirements and increased
reserve requirements against
net demand deposits for
country banks from 11 to 12
per cent. The net effect of
these two actions, effective
November 24, was to make
available about $1,050
million of reserves.

Reduced reserve require-
ments against net demand
deposits at central reserve
city banks from 17145 to 1614
per cent, effective December
1, thereby releasing about
$250 million of reserves.
Sold U.S. Government se-
curities except for seasonal
purchases in last week of
December. Member bank
borrowings at the Reserve
Banks averaged less than $90
million in December.

To reduce further the cost of
borrowing from the Reserve
Banks and reduce the differ-
ential between the discount
rate and market rates of
interest.

To encourage bank credit
and monetary expansion by
meeting changing reserve
needs and offsetting the im-
pact of a large gold outflow
without exerting undue
downward pressure on short-
term Treasury bill rates that
might stimulate further out-
flow of funds.

To provide, on a liberal basis,
for seasonal reserve needs, to
complete implementation of
legislation directed in part
toward equalization of re-
serve requirements of central
reserve and reserve city
banks, and to offset the
effect of continued gold out-
flow, while avoiding direct
impact on short-term rates
that might stimulate further
outflow of funds.




September 13, 1960

Authority to cffect transactions in System Account.

Although the trend of aggregate economic activity continued
to be sideways at a relatively high level, reports at this meeting
suggested more strongly than before that a renewed upsurge of
activity was not an immediate prospect and that the greater Tike-
lihood was for an extension of the sideways movement or some
downward drift. Unfavorable developments, in addition to the
continued underutilization of manpower and industrial resources,
included evidence of a weakening in the demand for residential
construction and a leveling off of current and prospective plant
and equipment expenditures, apparently reflecting in part a re-
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duction of profit margins. Moreover, there now appeared to be
some signs that the strength of consumer demand might be
faltering.

On the financial side, the August statistics on bank credit and
the money supply were disappointing, the increases in both fig-
ures having been rather small and less than in July. The rate of
growth in consumer credit had slowed down in July. In addition,
the pace of new security financing had moderated in recent
weeks, and at the date of this meeting common stock prices were
back to the lows of the summer. A continued slack demand for
commercial bank loans, particularly on the part of business con-
cemns, indicated that the upturn in credit demand normally asso-
ciated with the fall season had been slow in developing. Despite
a statistical appearance of greater ease, reserve positions of city
banks had been under somewhat more pressure in recent weeks
and money market rates had risen; reasons included the large
demands for cash that normally occur in September and the slow-
ness with which reserves made available to country banks in late
August through the release of vault cash had permeated the
banking system. The Treasury had announced a program of
advance refunding of certain intermediate-term bond issues, with
the books to remain open for a period of several days beyond the
date of this meeting.

Balance-of-payments data reflected continuation of the im-
provement in the trade balance. However, in view of large cap-
ital movements, the outflow of gold continued and foreigners
added further to their accumulation of dollar balances.

The consensus as to open market operations called for supply-
ing needed reserves readily, avoiding the development of seasonal
strain in bank reserve positions, and resolving doubts on the side
of ease, with the understanding, as at the previous meeting, that
such operations would be conducted more on the basis of the
tone of the market than on the basis of statistical yardsticks. This
being the consensus, the directive to the New York Bank provid-
ing for open market operations with a view to encouraging
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monetary expansion for the purpose of fostering sustainable
growth in economic activity and employment was renewed with-
out change.

Votes for this action: Messrs. Martin, Hayes, Balderston,
Bopp, Bryan, Fulton, King, Leedy, Mills, Robertson, Shepard-
son, and Szymczak. Votes against this action: none.
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