
STRICTLY CONFIDENTIAL

September 26, 1946

Subj ect: Recommendations

To: Chairman Eccles of commercial and sav-
ings banks, insurance

From: David M. Kennedy companies, and invest-
ment banks in recent
meetings with the Secretary.

Mr. Bartelt asked that I pass on to you for the confidential
use of the Federal Open Market Committee, the recommendations made fcy
the various groups that met at various times recently with the
Secretary. Mr. Bartelt said that the Secretary listened to the views
and recommendations of the groups and gave no indication of what he
thought of the various proposals. He made it quite clear that he was
not contemplating any action for the time being.

The commercial banks with Burgess as their spokesman, intro-
duced their recommendations with an endorsement of the Secretary1s
Press Club statement on the importance of a balanced budget or budget
surplus. They felt that the Treasury should get in a position to meet
-uncertainties of the future by refunding part of the large short-term
debt into longer-term debt and to get a broader distribution of the
debt outside of the banks. They did not show how a broader distribu-
tion of the debt could be effected. The groups made the following
specific recommendations:

Long-term securities. All of the groups recommended a new
issue of long-term restricted marketable bonds. The commercial banks
said that such an issue should be iftade at an appropriate time. Savings
banks favored the issue, but indicated that they did not have any large
amount of funds for investment at present. Insurance companies stated
that they have accumulated funds, but they did not reveal the amount.
They also argued that the Treasury should now refund some debt into
long-term bonds and take advantage of the present favorable market,
because they see an increasing volume of private investments forth-
coming to absorb investment funds.

Change in E bonds. The commercial banks advocated a new
savings bond that would be eligible as collateral for loans under some
restricted provisions. This was on the grounds that some holders are
forced to sell savings bonds at a sacrifice of income to meet temporary
needs and that the change -would make savings bonds more attractive
and thus increase sales.
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Treasury bills• The commercial banks recommended against
the issuance to the Federal Reserve of a special security bearing a
low rate of interest, since such an issue would raise the question
of direct dealing between t he Federal Reserve and Treasury.

Interest rates. None of the groups formally advocated
higher interest rates. Mostly they were silent on the point, hit
when interest rates were mentioned it was in the tone that nothing
need be done at the present time.
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