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Hon. Marriner S. Eccles 
Chairman, Board of Governors 
Federal Reserve System 
Washington 25, D. C. 

Dear Marriner: 

I have just read your article in the March Bulletin 
elaborating your capital gains tax proposal. This, of course, takes 
me back to Regulation X and the discussion which then took place 
during which you advanced the same proposal to deter speculation by 
taxation. I thought you were right then and I still wish that we 
had gone farther in credit restrictions at that time. Regulation W 
struck installment credit about a year after the buying boom in con-
sumer goods had started. Whether or not Regulation X was a good 
idea, in 1942 it would have struck the buying boom in land, stocks, 
and commodities at the right time. At any rate, the developments 
which we foresaw two and a half years ago are now facts and your 
gains tax proposal draws strength in the light of facts instead of 
predictions. 

I still think your proposal is sound as an anti-inflation 
measure, although it is impossible to predict what its repercussions 
would be in other directions now that the boom is under way. 

I want to mention one point for your most careful consider-
ation; the proposed retroactive effect to January 1, 1945. The 
American people hate anything which smacks of changing the rules 
while the game is going on. They automatically react against it. 
Any action, no matter how meritorious, that changes the rules during 
the game aggravates them. They tear up the seats and go home — and 
are inclined to mob the referee to boot. No single act of the present 
administration has undermined the civilian attitude toward the war 
effort as badly as the sudden voiding of ration stamps last December, 
after housewives had saved them in reliance on the rules. Whatever 
the gain, it was a fraction of the damage caused by setting the 
people against the government. 

If your plan is adopted, every decent citizen would want 
it to work well whether or not he favored the proposal. If the tax 
has any retroactive effect, it would jeopardize the effectiveness 
of the plan. If enacted, it should apply only to property purchased 
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Hon. Marriner S. Eccles - 2 - March 30, 1945 

after the public has had full notice, preferably after enactment. 
I have no personal interest in this whatever but I do 

have a strong interest in the effective working out of your plan. 
I was sorry that you had left the city Saturday the 24th. 

I wanted you to join me as co-guest at the Shrine jollification 
that night. A number of Senators and Vice President Truman were 
in our party and I thought you would enjoy spending the evening 
with them. Beside that, it might have been a good occasion to 
advance your proposal. 

With kind regards, 

Sincerely 

F. B. Hubachek 
mm 
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April 3, 19A5. 

Mr. F. B. Hubachek, 
Hubachek & Kelly, 
919 North Michigan Avenue, 
Chicago 11, Illinois* 

Dear Frank: 
ks Mr. Iccles is on a visit in the West, as you 

know, I api acknowledging your letter of March 30, which I 
will put on his desk, since I am sure he will be interested 
to read it on his return« 

He would agree with you, I think, that you can't 
make a special tax of this sort retroactive, certainly be-
yond the first of this year, and probably not that far back, 
pr, as you say, the public will react as unfavorably as they 
did to the cancellation of the ration stamps. 

My own guess is that if anything is done along 
this line it will be by extending the present holding period 
from 6 months to perhaps 2U months. Mr. Eccles would prefer 
36 to be effective in the real estate field. There is a good 
deal of talk about 18 months, which is pretty short. Hence, 
I would guess the possibility of a compromise somewhere between 
those two points. 

Sincerely yours, 

Elliott Thurston, 
Assistant to the Chairman. 
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April 19, 1945. 

Mr* F* B* Hubachek, 
Hubachek & Kelly, 
919 N0rth Michigan avenue, 
Chicago 11, Illinois» 
Dear Frank: 

On my return from a visit in the west, I was especially 
interested to read your letter of March 30, which Mr* Thurston 
acknowledged in my absence. 

I appreciate your suggestion about the importance; of 
avoiding adverse public reaction that would result if a capital 
gains tax were made retroactive too far back* AS you know, the 
tax laws, as a rule, cover the calendar year and the public ac-
cepts as a usual thing changes in the law that cover any current 
year* That was my thought in suggesting the date of January 1. 
Moreover, I felt that it would probably be salutary and a de-
terrent if I used some convenient and easily remembered date of 
that sort, since the mere mention of this proposal was bound to 
make the speculators go somewhat slower, even if it failed to dis-
courage, them altogether,* However, I recognize the fact that if 
any action should be taken, the Congress would not be likely to 
make it retroactive prior to the date of the introduction of the 
measure. It would be necessary to have a cut-off date before en-
actment. Otherwise, there would be a rush to beat the gun* 

I am, of course, gratified to have you say that you 
think my tax proposal is sound in principle. I am afraid that 
still leaves us in a minority, and while the idea has the endorse-
ment of labor and agricultural groups, it could only make headway 
If backed with some degree of enthusiasm by the Treasury tax people 
as well as members of the mays and Means Committee, and so far that 
has not been forthcoming* 

I am particularly sorry to have missed your party on 
Saturday evening, the 24thj the more so since the then Vice Presi-
dent, who is now our Commander-in-Chief, was to be in the group. 

With kindest personal regards, 
Sincerely yours, 

ET:b 
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