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Federal Reserve Bank of St. Louis

November 17, 1937,

Genersl R. E. Wood,
President, Sears, Roebuck and Company,
Executive Offices,
Chicago, Illinois.

Dear Genersl Wood:

Thank you very much for the Moody summary of the monetary
situatiom. I read it carefully snd thought it umusually good.
You may be interested in the enmclosed comments by Dr, Currie
which, among other things, attempt to answer some of the queries
you indicated in the mergin of the swmary.

7 I should like to make a few comments of my Own on some
peints you raised in your letter. I canmot agree that fear is
the basic cause of the downturn in business, It seems to me
that our present difficulties are directly traceable to the
excessive wage and price adwsnces last winter and spring. These
advances have two undesirable results, They lead o an extension
of forward buying and ap incresse in inventories. They slso
killed off the promising building revivel. If building had con-
timued its upward course, consumer buyins would have been suffi-
eient to provide for moving inventories, and new orders to manv-
facturers would have come in in time to tzke up the slack as old
orders ran out.

The declinme in railroad equipmeni buying in the sumer, the
stock merket bresk, and the decline in Govsrmment expenditures
and imerease in tax collections were comtributing factors., How
that business activity has turned down, business men are intensi-
fying their difficulties by a econcerted rush to reduce inventor-
ies =nd diminish plant and equipment expemditures.
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If this is the correct analysis of the present situation, ==
re is a lot of evidsace in support of it -- it follows that
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¥While measures to increase bamk reseorves at the pressnt time
might heve, as you suggest, favorable psychologicel resctions, they
could hardly be expected to lead to increased building and capital
' expenditures genmerslly. I feel very stromgly that every effort should
be made to bring =bout am expansion of consumer incomes amd buying
power through the stimmlation of eonstruction.

A final conclusion I draw from my analysis of the curreat situa-
tion is that we simply cammot afford in the future to let labor coste
and sellinz prices get out of hand again,

Yours sincerely,

M. S. Beeles
Cheirman.
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