
Hovember 7, 1947.

Dear

I &a enclosing for your In f mat Him • copy
of sose suggested paragraphs vhlch I have sent over
to Clark Clifford to be considered in connection vith
the President's »Oiag< to the special session.

Also enclosed is a preliminary dr ft of
& a«Mff«atai which expl'iix• the reference in these
pmragra^ha to pro-osed L«fl«X&iioa that would author-
ise the fji>mt Opea Market Cosntitt«« to establish, as
&n eaergeney measure, a special reserve recuireaent

st te*tad deposits of banks.

I aim also aendi'g copies of these e-;clo?ur©s
to Lee Ttf|iH« I realize IM« ;.ressed jou are for
tjbie, but )^p#i even so, that y- y find an oppor-
tunity to look over the proposal sad i t s ur ose with
vhich 1 BM warm you are in complete

Honorabi© Joim ¥. Srî  aer,
Secretary of the Treasury,
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Under prevailing conditions of employment and production, vith

•rtinued shortages of labs* n̂ct rav •jaateri&ls, uqr Increase in UM outstand-

ing Toluae of credit, extended to in-'iyiduals or to buslnee:-, vtttld increase

iMMMl for g-oods and services vithout Increasing ta t i i output• Accordi&gljf

Government ^-eiicy at this time should be directed toward r^stJFlllfng ex-

tension of credit beyond what is necessary to meint?in the highest possible

production* To this endf I recommend that the Congress five eonsHeration

to an interrelated program designed to restrict growth in the country's

money supply that would oagnlfy &MMd*4 tti tims imtengifjr meward :.'re8g»re

on rices. Such a p tvgm calls for three closely f i r t i i laessures.

One is restoration, under- specific legislative authoritj froa

the Congress9 of regulation of consumer instalment credit, tlw second,

of greater tMj.nnla—iy Is Ie^isl;;tl-:,n to provide, as an emergency measure,

preferably for th:- m ye^.rs, authcrity under viiich a l l bank® engaged ia the

service of receiving and paying out AtBSflHtl deposits a&y be required to holdf

in addition to present required t«»eiTeaf some specified propc %Xsm of their

deposits in the form of cash and intez-b^nk jjfmiTti or la Trea;yury bi l ls f

ce tificates or notes, the effect of this authority, vhich should be Tested

ia the Federal Opes Mmiiwl Committee of %1m Federnl Bes«rve System, would be

to retard inflationary creation of bank credit*

Third, of para::a<mnt lMfpeX%**69$ Is contimiimce of a budgetary

surplus -,nd the pay lag off of as much as -ossible of the ;ubiic debt held

by tne banking system* ¥@ should fo -̂ego a l l Gcvernnezit expenditures, %>het.ber

federal, state or local, i/hich can be avoided altogether or deferr^d uati l

the current intense demands for labor and materials have abated. Rigid

economy, prudent exptsditmre for essential Govermaental fnstlNMMMI only, smd

defenaent of tax reduction ahould go hand in hand as long as inflationary

dangers confront us»
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November 7, 1947.

Dear Leej

I asi 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 soae paragraphs that
the President may wish to consider including in the
message. The other enclosure is a preliminary draft
of a memorandum vhieh explains the proposed legisla-
tion authorizing the Federal Open Market Coamittee to
establish a special reserve against desiand deposits.

I am working out soiae details of this memo-
randum over the week-end, but the enclosed draft gives
the important features of it. I hope you aay find
sô ie tiae in jour busy life to look this orer, because
I H confident you will he in full accord with the
objective sought, Heedless to add, I welcome the op-
portunity to discuss it with you on Monday.

Sincerely,

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

Enclosures - 2
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THE SECRETARY OF THE TREASURY

WAS HINGTO N

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,

SJihcer

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