Hovember 7, 1947.

Dear Jolin:

I am enclosing for your informetion a copy
of some suggested paragrachs which I have sent over
to Clark Clifford to be considered in commeetion with
the President's message to the specisl session.

Also enclosed is & preliminsry draft of
& memorsndum which explesim the reference in these
paragravha to pro osed legislstion that would suthor-
ize the Federal Open Market Commitiee to estsblish, as
an emergency measure, 2 specisl reserve reguireament
againgt demand deposits of banks.

I mm slso sending copies of these enclosures
to Lee Wiggins., I realize how iressed you are for
time, but hope, even so, that you msy find an oppor-
tunity to look over the proposal and its  ur ose with
which 1 am sure you are in complete sympathy.

Sincerely,

Honorsble Jobhn W. Snyder,
Secretary of the Treasury,
V&smﬂm, BQ c.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis




T

(o]
]

Under prevailing conditions of employment a2nd produetion, with
contimed shortages of labor snd raw materisls, say ineresse in the outstand-
ing volume of credit, extended to individusls or to business, would increase
demand for goods and services without increasing total output. Accordingly,
Government policy at this time should be directed toward restraining exe—
tension of credit beyond what is necessary to maintain the highest possible
production. To this end, I recommend that the Congress give considerstion
to an interrel:sted program designed to restrict growth in the country's
money supply that would megnify demend =nd thus intensify upwserd ressure
on ‘rices. Buch = program culls for three closely related messures.

One is restoration, under specific legislative authority from
the Congress, of regulstion of consumer instslment credit. The second,
of greater imrortance, is legislation to provide, ss an emergency messure,
preferably for three years, suthority under which m banks enguged in the
service of reeeiving and psying out demand deposits may be recuired to hold,
in addition to present recuired peserves, some specified proportion of their
deposits in the form of cash and interbank deposite or ia Treasury bills,
certificates or notes. The effect of this authority, which should be vested
in the Federal Open HM:urket Comuittee of the Federal Reserve System, would be
to retard inflationary ereation of benk credit.

Third, of parascunt importsnce, is continusnce of s budgetary
surplus snd the paying off of as much as ;,a;aiblo of the public debt held
by the banking system. We sghould forego all Govermment expenditures, whether
federsl, stzte or local, which cen be avoided altogether or deferred umtil
the current intense demends for lsbor and meterials have abated. Rigid
econony, prudent expenditure for essential Govermmental purposes only, and
deferment of tax reduction should go hend in hand zs long 2s inflatiocnery
dangers confront us.
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Hovember 7, 1947.

Dear Lee:

I am enclosing copies of material which I
have sent to the Secretary and to Clark Clifford in
connection with bank credit aspects of the President's
message to the special session.

One enclosure suggests some paragrsphs that
the President may wish to consider including in the
message. The other enclosure is a preliminary draft
of a memorandum which explains the proposed legisla-
tion authorizing the Federal Open Market Committee to
establish a special reserve against demand deposits.

I am working out some details of this memo-
randum over the week-end, but the enclosed draft gives
the important features of it. I hope you mey find
some time in your busy life to look this over, because
I an confident you will be in full sccord with the
objective sought. Needless to add, I welcome the op-
portunity to discuss it with you on Monday.

Sincersly,

The Honorable Archibald L. M. Wiggins,
Under Secretary of the Treasury,
Washington 25, D. C.

Enclosursg - 2
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‘ THE SECRETARY OF THE TREASURY

o WASHINGTON

November
Eighth
1947

Dear Marriner:

Many thanks for your letter
of November 7 with enclosure. I
shall study your suggestions care-
fully and talk with you about them
later.

Best regards,

Hon. Marriner Eccles, Chairman
Board of Governors

Federal Reserve System
Washington, D. C.
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