
Tvtmt Ifrlliaa H. I*&*ist Sooaemle Stabilisation IHreetor

Subject: Program to Ob&cfc Infinities of Capital

Jurrent

the eon tinned rise of prises ia the fnvm aad urfeisn reel estate
kets and la the stock mrket m*Jta§* Oovenasi«a% action %e ehe<̂ :

inenftMMi* teei^tive* (See )

1th %im surrendber of O«rKs^, nmv and terla«» prcm«ar«« on tfe©
progpraa wre develepl^* ®*ea If a h igW ^^r»2,

i ta l values la toaie eases saty r«a«n&5bV be antlolpfite4 1B the
m , coatimjjfttioa of the prs#eat rapid gf|% of lasrtt*i«e 1m Ynlues
help infl«n» Inflatlosftry T>«ycholoey„ Moi>tloa nnd annotuuseae&t of ft
progr&& to carb ioflptloa in tha real eetnte and stoek mrkete vi l l In-
dlcnte In a most effeetlve w«y the GerRnmeat's deteinlisatloa to resist

presarures and will thus tstrengthaa the *hol& eoonotalc

file following foi3r point |»r»gn»nf whleh h*»« been dleouseed and
y the Seenenle Stebtlistttlfm Board, 1« reeonaendeds

!• idKitatiea oa the tstse of credit in purchasing farm and
real estate ttawa&, higher d«wa 7 segments, sad TNJsslbly i»>re rapid
isRtion. Oo^r^nteed losas under the 6. X, b i l l of rights em.& te»ant '•
pardmse loans ^ the Farm Security Adalnistration slimtld be eretspt fres
thb regate tlons. Le^as In eoimeetion with new construction should also
be aacep^t, at least at the outsat. .

3, lacrease tbe wtr^ln req^dreneitts for new pturchases of »ee\iritlesv

the serfcet aore aearl^ or completely on a catth snels.
—% ! • jam •ai l l ll» Seventh *4ur- Lena
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3* Jirtaad f r©» the ?reaejit six m&ih& to t h m yeare the mtaimsst
period for €oa3|mil&g Io8&»tera e&pltal galaa for the

ta*.

4. Aa l&forts&tion prograa alr»s»ii5^ t&e &$$& far enuti®** la
far® «ad urban real afftela and

tile iBe "f>r#s#at lawaasa la teal estate ¥&l»&s It buiag finessed
to a ttaallar extant 13/ credit than eossparabla rlee» In the p&«t# credit
i$ s&¥@rt3*el««ii i VMy laporta&t f^stsr* XilBltaiioM on i t s use will

and so denpea priee l2tcre&«ds. -% x>r@v«at»lB
will also r© t̂t©e the Toluae of fsraolasmre® SA4

later .

p2*tg0nt tax Ian dtftasfl a l
la « jMtfl̂ A of six nonthe or HMHfc With, curteoc ftites »t preeeat
levele »ad a eellliq? t^st rate of only 2® p#rsseiit ©a

l eacroue definltloa pn»Tld©s a surio*as loojibol© la. the tsoc laws,
i t the g*iae from specuX&ti0is reeelvo tsoc treatiaaat vhldb la

t«^t with the rvetralato lapoeed M I ¥ ^ « S , praUfcs
ether 0rdin«3y ineone aM «M«II i a r i t ^ e.pecnla-tltiau The preeent

*ix monXlx pevie4 In aaieh aherter tiisa that me@d to defiiu a l^g-t«r®
gala in asgr of p v tax lavs %t least as far teek as tlm aevwstaa Mt of
1921.. I t represanta a& VMfiMi o-f l^ai^acy pot into the 1942 tax law

p^^@t# of MMg«anafl)>C iraiiB^ in ©emariti^
af e ^ i t a l ^ i a « tfarcni^ lengthen tig ef the

ahovtld s# r^ to daapea epeoul&tlv« ardor.

1. festitutl»m of eredit coatr©! in the field of f&arm «ad
real eat&te will r a ^ l r * e i t te r J»W legielatittn or aft tx@«aitin»

%lm frrdlng With tha Sna^ Actt a© «aead@.d % the First 1fer JPevera
4 proposed exacuftive o*j"fer d&leg&tiug power tô  regulate

of < r̂«dit to tha f#Asr®l l^menr^ Board iaad@r the ^ » ^ P E !
tion of tb« Off lea sf leonomic StaMllsatloii has- Tm*m draftad
s l t ted to the Bur#&u of t l^ B«%®t for clenranea* It is
aii&ilftr tc the ari^r in force ibaaa A»gast 1S41, ^Bftekrlylî s the
of eonauapr Hiajtl

2. Mm i^.r««.8# lit ia&i*̂ ia re^tlrasiaRta f®r tha puorehaaa at
tiea i t vlthls the preaant aâ aaft ef tfcs Federal

Is willing to take t l i MMMaacy aetloa,
requlrasa&ta is part of a eo^r@feaaclYe pretiAt&ti«l

3, Aa ia©-r«es# is the ataiattzs be^ldiag period for
term capital gala* t&* iaaooe tax puri?^s®s reiialrea tax le^ialatloa*
^»dc® ftHaai aad I have h»d prelimlBary M«tm«48ioas with Mr> Oois^itoa
aaA other semtoers of the %js aaA. Means CSejaolttee. fh@^ requoated tha
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staff of the Joint Cos»it*e* MNL Xim frmmxey tax staff to tttti?
natter ffcrtfcftf ft»d prepare a Joint report. T&e Sreassssy staff favors
extension of the feoldlag period (as <b experts of other executive
ageoeie-« which h&vo ke& consulted), fbe staff of the Joint Coi&lttee,
h©w«rc?r, Id uiieoiflrineed of the noceesitjr for tab&ttUie action to check
tb* sg&BuXptiiro r ise of escpital iralues tM& i s cool Vo an Gartaxudon of
the h^ldins period ©n thlt grou^* I uadaratAiid tbat t tds i© al«0 t&s
pttitiido of »©iufi of the weaker* of tb& ^oiut Conttittee. As a iaeriS© of
closing & looi?iH»l# la pr«*#»t iacor* taxation, LovoTer, the oropoaal

get their «xm>0rt. Ten ms& uimh to discuB« the proposal with

insti tution o: rmtl »*tai« er»dit boatrol would iiarclv«> tx
tension, of Go^ensiaeat coatrole at a tir.« wh&n U% public and Congress
look for thalr r9lm:«tlont you n«y wiali tdeo to di&ouss with
leader* th- relat ive merits of ins t l tn i ins i t ty &»% legislat ion

order.

11%' after *u«fe. il««ttS«&SBS, i t I
ias t i tu t inc ?^1 estate credit controls sketiid &e lMftti« I

iseadt

( l ) tfa&t ih* ©recutive 'order b<& iesued

{̂ } tl*«t i t be fsccoBpaaled by a press

(a) that i t i s part of & cospreh«a»ive program
Goas>ri8in£ both credit &na \ex ^ctioa to
deal witii the problem of tbe ap«eulstive
ri»a lit capital

(b) that nev otmstruetioe luadertakea vith
ority assistance will be ezeapt from the
credit control regulations sit the outset
and %UtsX% i f i t siiotild later prove
sible to i^sovtj this exefsptiosi
notiae of i t a removal will be

(c) that the Board of Oorernors of the federal
Bsserre Systes elres4p ^ s ^utlJorit^ to

aargia a?equlreBemts in
vi tb s-eeaaritj trans«tetiufis; end

(d) thiii the Preniileat Is rooossseadii^ to floa-
tlavit tl^e Itoldln^: >̂©riod for long*

galas u«dar tha tex levs bo
to
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