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The Honorable Richard H. Simpson, 
House of Representatives, 
Washington 25, D. C. 

Dear Mr. Simpson: 

This response to the request contained in your letter of 
July 13 puts in writing the gist of the comments I made in the 
Executive session meetings of the Ways and Means Committee on the 
amendments to the legislative proposals originally offered by the 
Administration 

It is my considered judgment we are facing a 
serious financial situation* The limitation on 
interest rates is unrealistic in the light of present 
market quotations and denies the U. S. Treasury the tools 
essential to effective balanced handling of its borrow
ing needs. By statute the Treasury is now limited, be
cause of the ceilings, to the issue of short-term 
securities which under present conditions of rising 
prosperity is dangerous. These short-term obligations 
can readily be converted into money at the.option of 
the holder. In effect, they are a substitute for money, 
and thus could swell the flow of money far beyond that 
needed to purchase available goods and services at cur
rent price levels. The threat of a money flow out of 
hand has a major impact on the cost of living and places 
a burden on all of us. 

It serves no useful purpose at the moment to argue 
whose fault it is that we are in our present predicament. 
The fact of the matter is we are in it. The Committee 
is not being asked to vote whether interest rates should 
or would go up or down, but merely to grant the Treasury 
authority to exercise its best judgment in meeting an 
existing problem. We are discussing a crucial matter— 
the credit of the United States. Failure to deal with 
this could (and I was careful not to threaten or assert 
that it necessarily would) have the most serious implica
tions. It was my duty to warn of this, much as I dis
liked the task. These are the basic facts with which 
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weware dealing and any amendments must be considered 
in this light. 

The amendment to retain the statutory ceilings 
but permit them to be disregarded if the President 
found the national interest so required did not seem 
to me to present unworkable problems. Accordingly, 
I did not raise objections, although I prefer the 
original. 

The "sense of the Committee" amerdment is quite a 
different matter. I object to this on principle. The 
Open Market Committee and the Federal Reserve Board 
are given the responsibility under the Federal Reserve 
Act for regulating the money supply. If the Congress 
wishes to spell out the means of doing this, it should 
amend the Federal Reserve Act and not tack this on to 
a debt management bill. 

Furthermore, under present conditions, I am con
vinced that this amendment, when stripped of all techni
calities, and regardless of whether the language is per
missive or mandatory, will cause many thoughtful people 
both at home and abroad to question the will of our 
Government to manage its financial affairs without re
course to the printing press. To me this is a grave 
matter. We are here dealing with trust and confidence 
which is the keystone of sound currency. Therefore, I 
must oppose this proposal as vigorously as possible, as 
I did during the hearings. 

The amendment limiting the President's authority to 
two years is, in my judgment, unsound. It could be a 
source of embarrassment to both the next President and 
the then Secretary of the Treasury. 

I have tried as faithfully as possible to summarize what I 
actually said during the hearings, and not to introduce new ideas. 
May I, in conclusion, thank you and all the members of the Committee 
for the courtesy and consideration shown me and my associates through
out the meetings. I am taking the liberty of sending a copy of this 
letter to Chairman Mills. 

Sincerely yours, 

(Signed) Wm. McC. Martin, Jr# 

Wm. McC. Martin, Jr. 
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