
15 STATE STREET  

BOSTON

December 6, 1940.

M r. M a r r in e r  S . E c c l e s ,  C h a irm an ,
B oard  o f  G o v e rn o rs  o f  th e  
F e d e r a l  R e s e r v e  S ys tem ,
W a s h in g to n , D . C .

My d e a r  M r. E c c l e s :

I  h a ve  r e a d  w i t h  much i n t e r e s t  
y o u r  rem ark s  made i n  a c lo s e d  m e e t in g  a t  New Y o r k  
c o n c e r n in g  e x c e s s  r e s e r v e s ,  i n t e r e s t  r a t e s  and 
G overnm en t bond f in a n c in g  as  r e p o r t e d  i n  th e  W a l l  
S t r e e t  J o u rn a l o f  D ecem ber 5 , 1 9 4 0 . A d m ir in g  
you  as  I  do and f e e l i n g  th a t  y ou  a r e  th e  m ost 
i n t e l l i g e n t ,  u n p r e ju d ic e d  and e n l i g h t e n e d  g e n t l e 
man e v e r  t o  p r e s id e  o v e r  th e  F e d e r a l  R e s e r v e  B oard  
( t h i s  f e e l i n g  i s  s h a re d  m ore g e n e r a l l y  on  S t a t e  
S t r e e t  th a n  you  may s u s p e c t )  I  m ust be p e r m it t e d  
t o  h ope  t h a t  y o u r  rem a rk s , a s  r e p o r t e d ,  a r e  n o t  t o  
be ta k e n  t o o  s e r i o u s l y .

S u r e ly  th e  e f f e c t s  p ro d u c ed  b y  a 
v e r y  s u b s t a n t ia l  r e d u c t io n  o f  e x c e s s  r e s e r v e s  
w o u ld  be  m ost u n fo r t u n a t e  u n d e r  e x i s t i n g  c o n d i t i o n s .
A s e v e r e  d e c l i n e  i n  G overnm en t bond p r i c e s  and a 
th o ro u g h  u n s e t t le m e n t  o f  b u s in e s s  w o u ld  i n e v i t a b l y  
en su e  ju s t  a t  a t im e  when th e  c o u n t r y  i s  g i r d i n g  
i t s e l f  f o r  a g r e a t  p r o d u c t i v e  e f f o r t .  In d e e d ,  c o n 
s i d e r i n g  th e  a b n o rm a l, a lm o s t  p y s c h o p a th ic  s e n s i t i v e 
n e s s  o f  b u s in e s s  s in c e  1932 t o  a n y th in g  r e m o t e ly  su g 
g e s t in g  a d e f l a t i o n  o f  c r e d i t  (a s  d e m o n s tra te d  so  
n o t a b ly  i n  1 9 37 ) I  d o n 't  s e e  how a t r u l y  f r i g h t e n i n g  
r e a d ju s tm e n t  c o u ld  be  a v o id e d .

I f  s p e c u la t i v e  e x c e s s e s  had  t o  be 
d e a l t  w i t h  (a s  th e y  d id  i n  1937 t o  a m o d e ra te  e x t e n t )  
a m ore e f f e c t i v e  c o n t r o l  o f  c r e d i t  b y  th e  R e s e r v e  
B oard  m ig h t  w e l l  b e  e x e r t e d .  But t o d a y ,  e n c o u ra g e 
m en t i s  n e e d e d  t o  o ve rco m e  th e  e x c e s s i v e  c a u t io n  and 
t i m i d i t y  o f  o u r  econ om y. Why p u t  a  c u rb  on  an  o v e r -  
d o c i l e ,  none t o o  c o n f id e n t  h o r s e  who i s  b e in g  a sk ed
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t o  make a trem en d ou s  p u l l i n g  e f f o r t ?

I  r e fu s e  t o  b e l i e v e  t h a t  th e  e c o n o m is ts  
o f  th e  New Y o r k  banks h a ve  r e a l l y  f r i g h t e n e d  y o u  
in t o  t a k in g  s e r i o u s l y  t h e i r  p e t  phantom  o f  un
r e s t r a in e d  c r e d i t  i n f l a t i o n  w h ic h ,,  s in c e  th e  ad
v e n t  o f  th e  New D e a l ,  t h e y  can  a lw a y s  be c o u n ted  
upon  t o  p ro d u c e  ( t h e y  a r e  w ith o u t  shame o r  r e m o r s e ) 
w h en e ve r  th e  R e s e r v e  B oa rd  in d e x  shows th e  s l i g h t 
e s t  s ig n  o f  s u s ta in e d  s t r e n g t h .  I  b e g  o f  you  n o t  
t o  p r e s c r ib e  s a c k  c l o t h  and a sh es  and a h a i r  s h i r t  
i n t o  th e  b a r g a in  f o r  a c o u n t r y  t h a t  i s  s t i l l  
s u f f e r i n g  fro m  d e lu s io n s  o f  p o v e r t y ,  b u t  i n  any 
c a s e  I  s h o u ld  h a ve  t o  rem a in  y o u r  d e v o t e d  a d m ire r  
f o r  a l l  t h a t  you  h a ve  s u c c e e d e d  in  a c c o m p lis h in g  
i n  th e  f a c e  o f  g r e a t  d i f f i c u l t i e s .

S in c e r e l y  y o u r s ,

SB/A
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December 9, 1940.

Mr. Stedman B u ttr ick ,
15 S ta te  S tre e t ,
Boston, Massachusetts.

Dear Mr.. Butt r ic k :

Th is is  t o  acknowledge re c e ip t  o f  
your l e t t e r  o f  December 6 and to  express ap
p rec ia tio n  o f  your personal, re feren ces

As the N ation a l In d u s tr ia l Conference 
Board .meetings are not supposed to  be p u b lic , I  
had not intended t o  re lea se  what I  sa id  at the 
m eeting a week ago; Subsequent newspaper rep o rts , 
however,- were so erroneous and m islead ing th a t I  
f e l t  I  had no a lte rn a t iv e  except t o  make pub lic  
th e  te x t  o f  what I  had a c tu a lly  sa id . I  am en
c lo s in g  a copy.

I t  makes c le a r , I  th in k , that I  do not 
share the views o f  those bankers who are th ink ing 
in  terras o f  high in te re s t  ra te s . I  would not wish 
t o  see anything done, o f  course, th a t would be a 
shock t o  the economy. I  was speaking o f  the lon ger 
range problem o f  in f la t io n a ry  p o s s ib i l i t ie s  th at 
would a r is e  on ly when we had achieved f u l l  pro
duction and employment. I  hope you may fin d  an 
opportun ity  to  glance over the t e x t  i t s e l f .

Again let me say that I appreciate and 
am encouraged by your generous comments.

S in cere ly  yours,

M. S. Eccles,
Chairman.

enclosure

ET:b
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