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Hosorable Jobn ¥. m.
Seeretary of the Trsasury,
WM 25' g. g.

pear Vr. Secretary:

In & letter dated November li, 19i$6, Mr. John B. Steel-
nan, drector, Uffice of War Hobllization eand Seconversion, has
requested a report concerning statutory powers affeoting the
Board's eperations which sre deyendent upon the sontimusnce of
hostilities, the emergencies, or the war.

One of the matters requiring sonslideration in thie
connection is the statutery suthority for the purchese of Govern-
ment secwrities by the Federal desserve Panks directly from the
Government, subjesot to a §5,000,000,000 limitation. Thie suthori-
ty is comtained in & proviso which wes added to section 1L(b) of
the Pedersl Roserve iot by Title IV of the Seoond Wer Powars Act
and will expire on Mareh 31, 1947, or such esrlier date as may
be designated by Congress or the President,

The fSosrd believes that the existing sutherity should
be msde permanent. It believes thet permanent sutherity is de-
sirable beocscee, mmong other reasens, direct tuying by the Federal
feserve Sanks provides the Treasury with « source to whieh it can
tarn to obtain funds in a substantial smount on little notiee %o
meet tenporary situstions and contingencles, makes it possible for
the Treasury to operate with a smaller cash belsnce than might
otherwise be necessary, and provides & lexible mschanisa to ease
the money marked in periods of heavy draln, as, for cxample,
arcund income tax dates.

hacordingly, the Soard expects to advise Hr. Jteelman
that it believes that the pertinment provisions of seotion 1L(b)
should be reemacied as permanent legisletion; and the Somrd conw
tenplates submitting such & propesal te Congress at the appro-
priate time. defore advisiag ¥r. Steslnan, however, the Soard
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to know whather you conour in its pesition. Ian view of
fact that ¥r. Steslann has requestsd a reply from the losrd

Degsmber 1, 1% will be appreciated if yeu will sdvise ue as
your views at the earliest prasticable date.

§I§g

Sincerely yours,

= U} Ry, e 3 [ P
(Signed) Marriner §, Eogles

He 84 foclesn,
Chairmen.

¢¢ - Mr. E. Fo Bartelt
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