
K U G E L , S T O N E & C O . 
I N C O R P O R A T E D 

2 0 B R O A D S T R E E T 
N E W Y O R K 5, N.Y. 

T E L E P H O N E 

W H I T E H A L L 3 - 2 0 5 0 

December 4 , 1947 

Mr. Mar r iner S. Ecc les , Chairman o f th6 Board o f Gbvernors, 
Federa l Reserve System, 
Washington, D.C. 

Dear Mr. J lcc les : 

At the suggest ion of Mr . Blanehard o f the American Banker, 
I enclose a r e p r i n t o f an a r t i c l e which appeared 4n l a s t 
week fs Commercial and F i n a n c i a l Ch ron i c l e . 

As f a r as I know the danger o f an increase i n the v e l o c i t y 
o f c i r c u l a t i o n which would r e s u l t f rom mass s e l l i n g o f 
government s e c u r i t i e s has not been mentioned be fo re . 

I t i s i n t e r e s t i n g t o note f rom the repo r t o f Mr. J . Stewai t 
Baker t o t he s tockho lders o f the Bank of the Manhattan Company 
t h a t t h i s l a rge Hew Xork C i t y bank d i d not own any Treasury 
B i l l s or C e r t i f i c a t e s as o f November 30, 1947. I t i s ev ident 
t h a t Mr. Baker has drawn the consequence f rom the p r i c e 
u n c e r t a i n t y i n the government s e c u r i t i e s market : I t i s safer 
f o r the bank t o s e l l government s e c u r i t i e s and t o i nves t the 
bank's money i n shor t term loans because the Federa l Reserve 
Bank may abandon at some f u t u r e date the p r i c e support o f 
government bonds. 

Respec t f u l l y yours , 

JHK:VD 
enc l 
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December 17, 1947. 

Mr. J . H. Kugel, 
Kugel, Stone & Co. I n c . , 
20 Broad S t r e e t , 
New York 5, New York. 

Dear Mr. Kugel: 

I regre t t h a t I have not been able -to acknowledge 
at an e a r l i e r date the rece ip t o f your l e t t e r of * December 4 , 
1947, i n regard t o t he Government s e c u r i t i e s market, because 
o f the f a c t t h a t I have been under the necess i ty o f almost 
d a i l y appearances before Congressional committees. Your 
reference t o " p r i c e support of Government bonds* pauses me 
t o b r i n g t o your a t t e n t i o n the statement which I made on 
December 10, 1947, & copy o f which i s enclosed, p r i m a r i l y 
i n regard t o the spec ia l reserve proposal , but i n vdiich I 
d i rec ted a t t e n t i o n t o the f a c t t ha t the re i s f u l l agreement 
between the Treasury and ourselves t h a t under present and 
prospect ive cond i t ions i t i s essen t i a l t o mainta in the 
es tab l ished 2 - l / i per cent ra te on long- term marketable 
Government s e c u r i t i e s . 

Very s incere ly yours, 

M. Ecc les, 
Chairman. 

Ba c losure 

CM: am 
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