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Februzry 6, 1951.

Dear Mr. Neville:

v I have read with interest the statement in your paper,
LABOR, of February 3 entitled "Eccles Would Take Cost of War Qut
of Workers' Hides™. You further state-that I have been considered
& liberal and imply that my statement before the Joint Committee
on the Fconomic Report on Januury 25 takesme out of ithat classi-
fication.

I believe if you will read carefully my entire stutement
and not portions taken out of the context you will not ke able to
cone to that conclusion. I am, therefore, enclosing herewith a
copy of my statement, which I hope you, or some of your econoaists,
may find time to reed carefully end objectively. 1 have no axes to
grind with any group and there is no special group which I am in-
terested in protecting. I am not a partisan. I have always iried,
in accordance with my best judgment, to do wieat in the longer run
would be in the best interest of the couniry &5 a whole. I am as
anxious as anyone to preserve our capitalistic democracy. To do
tiis, the defensze of the dollar is as important as the defense of
the country.

You may be interested in an article, entitled "The Defense
of the Dollar®, which I prepsred lust September for FORIUNE, wnich
appeared in the November issue of that magazine.

Whether they msy be adverse or favorable, I am glad to
have your reactions to my views and I appreciate the interest you
take in them. It is only by disagreexzent and debate that the es-
sentials of democracy is preserved.

Sincerely yours,

M. 8. Becles,

Mr. ¥William P. Heville,
Seeretary-Treasurer,
LAEOR,

10 Independence Avenue,
Washington, D. C.
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Refer to File covering
Testimony Before Joint
Committee on Jan. 25, 1951,
for Mr. Eccles' letter of
Feb. 6 and Mr. Keating's
reply of Feb. 19.

February 23, 19%1

e Bdward Keatlng, loaager,
LABOR,

10 Independoncs Avenus,
washington 4, D. C.

Lear Mr. Keatings

I approslate your letter of February 19, and hope that a
resding of my statemsats In full will olarify any misconceptions es
to where I atend on this vitully important lssue of preserving the
purahfsing powur of the doller,

In one paragraph you mention the faoi that you huve been
greatly perturbed over the possibllity that something might be done
to disturb the atadbility of the bond markei, end of the workers® oone
corn that there mey be some repotitlon of the post World her I experiw
80048

idogt workors, I bollevo, huve invested their savings in
Series B bonds, rather than the marketedble bonds wiich are held by
banks ond insursnoe compunies. o mattor what mey finally be done
about meintaining or lowering the support price for mmrketable bonds,
the Serles E bonds will not bs affsctedewtheir value at any time prior
to maturity is predetorained and set forth in tables of rodemphion
values., Zven in the event marketable bonds dropped below par, any
worker who holds & 3eries E bond can claim the predetermined redemption
value &% auy time, or the full face value upon maturity. Jheres is no
poaslbility, therefore, thut a Series £ bondholder oould suffer sny
loss because tho vsalue of marketabls longeterm bonds wore allowed to

decline,

that 1¢ and should be ol sericus concern to sech and every
vorker 1s the decline in the purchusing power of the dollar in hia
pey eavelope and tho dollars lnvesisd in Seriea Z bonds. Yhen you
considor that today's dollar is worth enly 56 cents in terms of what
it would buy 10 yeors ezo, you realice how serlous the inflatlionary
threat to the workerst! stundard of living hes beooomee For rosponsible
peopla to ergus about the inorsased cost of sorvicing the pudblic debt
resulting from & drop in the price of merketable Govormment bonds
that might sorve to halt this inflationsry oredit expansion is to fid-
dle while Rome burns.
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I think now, as nsver before, the time has oome for &ll those
who belleve in sound monetury, oredit, sod Liscel policias dirested to=
ward defending the value of the dollar, to stand together and to present
the really basic isguss fairly, clearly and objectively to the publis.

Sincerely,

4o 8o Bocles.
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February 27, 1951

The Editor,

La'bor,

10 Independence Avenue,
Washington, D. C.

Dear 8ir:

I have read with interest the article on Government
security prices which asppeared in the February 10 issue of Labor,
I was particularly pleased to see your clear statement that Serles
E bonds do not enter the support picture, for this is a point
vhich appears not to be generally recognized.

Also, I agree with you that, depending cn whether the
Federal Reserve follows a flexible or a rigld support policy, the
"people will puy, either in texes or price boosts." I should like
to point out, however, thet the cost of higher interest cherges on
the public debt would be far less than the cost of further infla-
tion. As a matter of fact, the cost of higher interest charges
would be quite moderate. For one thing, the higher interest rate
would apply only to new debt or to refunding of present debt. For
another, corporate income and excess profits taxes would return
to the Treasury & large part of the inoeksed interest paid on new
and refunding issues.

Finally, elthough the current controversy over Federal
Reserve open market policy is often stated in terms of higher
intereat rates, they are not really the heart of the problem. Our
primary goel ia to substitute a flexidble open market policy for
the present rigid one, to let the market set the price for-long-
term Government securities and thus stop, or greatly reduce, sales
of such gecurities to the Federal Reserve.

Very truly yours,

M. 8. Eccles

FlILE COPRPY
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February 27, 1951.

The Editor,

Labor,

10 Independence Avenue,
Washington, D. C.

Dear Sir:

I have read with interest the article on Government
security prices which appeared in the February 10 issue of Labor.
I was particularly pleased to see your clear statement that Series
E bonds do not enter the support picture, for this is a point
which appears not to be generally recognized.

Also, I agree with you that, depending on whether the
Federal Reserve follows a flexible or a rigid support policy, the
"people will pay, either in taxes or price boosts." 1 should like
to point out, however, that the cost of higher interest charges on
the public debt would be far less than the cost of further infla-
tion. As a matter of fact, the cost of higher interest charges
would be quite moderate. For one thing, the higher interest rate
would apply only to new debt or to refunding of present debt. For
another, corporate income and excess profits taxes would return
to the Treasury a large part of the increased interest paid on new
and refunding issues.

Finally, although the current controversy over Federal
Reserve open market policy is often stated in terms of higher
interest rates, they are not really the heart of the problem. Qur
primary goal is to substitute a flexible open market policy for
the present rigid one, to let the market set the price for long-
term Government securities and thus stop, or greatly reduce, sales
of such securities to the Federal Reserve.

Very truly yours,

M. S. Eccles

Federal Reserve Bank of St. Louis





