
THE WHITE HOUSE

WASHINGTON

November £7, 1937

MEMORANDUM FOR HONORABLE MARRINER S. ECCuES

Some days ago, I tnink we sent over
to you a letter from Senator Robert Owen
to the President,

A memorandum from the President
asks me to talk with you about it.

I'll not have the chance before
leaving so if you have any memorandum for
me on it, you might send it over and let
Rudolph send it along to Miami.

M. H. McINTYRE
Secretary to the President
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December 1, 1957,

Mr, Rudolph Forster,
Executive Clark,
The White House.

Dear Mr. Forster:

X received Mr. Mclntyre's memorandum of November
27th stating*

eSoae days £go, I think we sent over to you
a letter froat Senator Robert Owen to the President.

BA uieiaorandua from the President asks me to
talk with you &bout it»

"I'll not have the chance before leaving so
If you have any memorandum for me on it, you might
send it over and let Rudolph send it along to Miami.11

X wish you would advise Mr. Mclntyre that X did
not receive the referred to letter from Senator Robert Owen
to the President and X cannot, therefore, furnish him with a
memorandum on it. If you will send a copy of this letter to
me, or have Senator Owen send me one, X will be glad to go
over it and give Mr. Mclntvre the memorandum he desires.

Sincerely yours,

M. S. Eccles,
Chairman.
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THE WHITE HOUSE

WASHINGTON

December 3, 1937

My dear Mr. Chairman:

Referring to your letter of December

first, I am sending herewith the original letter

from Senator Owen, referred to in Mr. Mclntyre's

memorandum of November twenty-seventh*

Very sincerely yours,

v Executive Clerk

Honorable Marriner S« Eccles,
Chairman,
Board of Governors of the
Federal Reserve System,
Washington, D. C.

Enclosure *
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Form V. R. 131
BOARD DF GDVERNDRS

H E

RAL RESERVE SYSTEM

<p. Office Correspondence December 3, 1937,

To.

From.

Dr. Goldenweiser Subject:.

Mr, Thurston

The Chairman has requested me to transmit this to you for pre-

paration of a memorandum answering the attached letter to the Presi-

•\ dent from Senator Owen.

Attachment.
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Deceaber 7, 19S7.

Dear Mac:

Enclosed i s a jaemoranduia prepared by 8r«
Carri© of oar staff with regaar& to 3exttttor Owen* 8
lot tar which jou referred to a© for

this briefly points out the basic fallacy
In proposing to roaody tho preaont situation by
aerely creating aore aonoy.

S.

Hoaorable aarrin H* Helntyre,
The »hite Ilouw.

eadoaure

;

& -6-
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Deoentber 7, 1937 •

i owm%3twsmTO TOE

principal theme of this latter is that there 1* an iia&dequ&te

supply of ao&ey, and it Is argued that our difficulties may be solved

by expanding demand deposits until the "nozmal pr®-d©pr©«sio& price

level* is restored*

1, i Statistical data.

Senator Owen states that "In 1938 the people of the United States

tiKployed a&d had only one-half as much &h.®Qk woney a© in 19it9*» In

order to overcome the obvious objection that actual data show the volume

of dtaand deposits on June 30, 1936 to have been $£6»8 billion as con-

trasted with $23»5 billion on June SO, 1929, and that the volum© of curr-

ency in the ha&ds of the public i© some #2 billion greater then in 1929f

it is argued that to the 19§9 figure of deasand deposit® should b® added

"#10 billion of time deposit6 converted into bank d@ffis.nd deposits a© a

credit contraction took place*, and from the 1936 figure should "be sub*

traoted at least #6 billion "hoard®& mon#y in the fora of deaand bank

deposits held by great corporations as r@s«rws*»

There is no factual basis for either of theae arguaant*, fh& de*

clin@ in tim© deposits in the depression was mainly attributable to bank

closings and currency withdrawal®, file decline in tiiu© deposit® in cent-

ral reserve and. reserv® city ia<mb@r banks froa 1929 to 1935 was only

billion*

At the present time corporations undoubtedly hold a substantial

portion of deaaad deposit®. This has, however, always been the ease*
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The size of a holding tell© us nothing about the rate of turnover*

Large holdings are consistent with either a hi*;h 02' a low rate of turn-

over. It is, of course, true that the rato of turnover of deposits iB

lower than in the Twenties. It is astir-!&ted that the total •volume of

deposits subject to check, plue currency in circulation, was turned

over to income recipients on an average g.S? times in 1928, and £.12

times in 1937. These fl-ures are obtained simply by dividing the nation-

al income by total demand deposits plue currency*

£. The point at 1 ague,,

The real point at issue is not en inereafce in mmy or in velocity

but in the national income itself. Senator Owen apparently believes

that all that 1$ necessary is the creation of more money, which in some

unexplained way will iamedletely acquire a certain velocity and swell

the national incoj&e. In present conditions, however, it is likely that

any new money created simply through open-m'c-rket operations would not

b© spent and ifould not operate to increase the national income in any way.

To induce residential construction, plant and equipttent and other

types of expenditures, it Is necessary to provide mor@ of an incentive

than adding to the money supply. Conditions must be made favorable

from a profit point of view if i?ueh expenditure© are to occur. The hous-

ing program and increased Government expenditures are designed to provide

such conditions by operating directly to increase th« damand for xooda*

In the present circumstances monetary policy should b© directed toward

facilitating such ese&surea, rather then be relied upon as is itself

sufficient to turn the tide.
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