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123 South Broad Street 

Philadelphia 9, Pa. 

PHONCi PENNYPACKCR 5-1293 A p r i l 30 , 1948 

Mr . M. S. Ecc les , 
c / o Board o f Governors 
Federa l Reserve Spstem, 
Washington, D. C. 

Dear Mr . Ecc les : 

Your l e t t e r o f January 15 th has hot been p r e v i o u s l y acknowledged as I have 
been away a good d e a l , b a t your surmise t h a t 1 cou ld n o t " . . h a v e read my d i scuss i on 
v e r y c a r e f u l l y . . 1 1 i s c o r r e c t , f o r I t r i e d i t , and i t ' s 'way over my head. 

My unders tand ing o f the purpose o f the Fede ra l Reserve System when formed 
was t o s u b s t i t u t e an e l a s t i c cu r rency , backed by a g o l d rese rve o f 40%, w i t h a d i scoun t 
r a t e somewhat above the market r a t e , t o a c t as a check on commercial paper r e - d i s c o u n t e d . 
A l o t o f changes have been made i n the o r i g i n a l A c t , - a l l a p p a r e & $ l y ' t & t h e 6 b j 6 c t 
o f p e r m i t t i n g i nc rease i n the c i r c u l a t i n g medium o r Federa l Reserve Notes. 

The easy money p o l i c y o f t he A d m i n i s t r a t i o n may have been necessary t o 
enable war f i n a n c i n g a t low r a t e s o f i n t e r e s t , b u t i t c e r t a i n l y i s n ' t necessary any 
l onge r i f we i n t e n d t o p reven t f u r t h e r i n f l a t i o n , f o r t he more money i n c i r c u l a t i o n 
the l e s s t he buy ing power, and i t makes me laugh t o see the Government suppo r t i ng 
i t s 2 l / 2 s t o keep them above pa r f o r t he sake o f f a c e , wh ich means p u t t i n g more money 
i n c i r c u l a t i o n by these v e r y purchases i n the open marke t , and thereby add ing t o 
what t h e y so despe ra te l y hope t o check. 

When I was a k i d bond salesman i n 1906, every Thursday a t 1 1 o ' c l o c k was an 
impo r tan t d a t e , f o r a t t h a t t ime the Bank o f England d i s c o u n t r a t e was announced, 
and a change o f 1 / 8 o f 1% e i t h e r way p u t t he bond market up o r o f f . That i n f l u e n c e 
was changed by t he f i r s t Wor ld War, when t he d o l l a r became supreme, so t o speak, 
bu t i f the Bank o f England d i scoun t r a t e meant so much t o w o r l d t r a d e when s t e r l i n g 
was t he medium, d o n f t see why our d i s c o u n t r a t e cou ld n o t i n f l u e n c e w o r l d t r ade where 
t h e d o l l a r i s the medium, and j u s t as e f f e c t i v e l y , i f p r o p e r l y hand led, - meaning the 
law o f supp ly and demand, as was the i n t e n t o f the Fede ra l Reserve A c t . You c a n f t 
monkey w i t h economic laws* o r c a n ' t monkey w i t h them v e r y l o n g , be fo re t h e y r e t a l i a t e 
o r boomerang, and w h i l e the A d m i n i s t r a t i o n seems t o be f e a r f u l o f a r e c e s s i o n , which 
t h e y t r y t o p reven t th rough t h e i r easy money program, i t o n l y means postponement, o r 
a r e t r e a t , f rom f a c i n g c o n d i t i o n s , and t h e r e t r e a t i s deve lop ing i n t o a r o u t , w i t h 
t h e r e s u l t a p t g r e a t e r catac lysm because o f the postponement, - i f cataclysms can be 
g r e a t e r . 
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