
l e o n  f r a s e r .  President v/¿¿/S' D ecem ber 1 1 , 1940

D ear M a r r in e r :

I  h a v e  r e a d  y o u r  a d d r e s s  and h o p e  you  w i l l  f o r ­
g i v e  me f o r  s a y in g  t h a t  I  th o u g h t  i t  was e x c e l l e n t  in  
p r a c t i c a l l y  e v e r y  r e s p e c t .  T h e r e  a r e ,  o f  c o u r s e ,  some 
d e t a i l s  on w h ich  an in d e p e n d e n t  m ind w o u ld  d i f f e r .

F o r  e x a m p le , I  f i n d  i t  h a rd  t o  b o o k k eep  an 
e c o n o m ic a l ly  n o n - p r o d u c t iv e  a r s e n a l  a s  a c a p i t a l  a s s e t  in  
th e  same way a s  a  p r i v a t e  c o r p o r a t i o n  c a r r i e s  a  p r o d u c t iv e  
s t e e l  p l a n t .  H o w eve r , t h i s  i s  a t r i f l e .  I  a l s o  am n o t  y e t  
s o ld  on th e  th o u g h t  o f  e x e m p t in g  fro m  th e  F .D . I .C .  sums 
h e ld  a t  th e  F e d e r a l ,  b e c a u s e  I  w o u ld  g r e a t l y  p r e f e r  t o  a t ­
t a c k  th e  p ro b lem  o f  e x c e s s  r e s e r v e s  f r o n t a l l y  and f r a n k l y  
by  th e  m eth od  o f  in c r e a s in g  t h e  p e r c e n ta g e s  r a t h e r  th a n  t o  
a t t a c k  i t  b y  s id e - s w ip in g ,  so  t o  sp ea k . You  h a ve  d o u b t­
l e s s  h e a r d  t h a t  t h e  r e s e r v e  c i t y  b a n k e r s ,  by a v o t e  o f  
a p p r o x im a t e ly  70/6, a d o p te d  some r e s o lu t i o n  recom m en d in g  th e  
in c r e a s e  o f  r e s e r v e s  50$ a b o v e  th e  p r e s e n t  l e g a l  maximum, 
su ch  p ow er  t o  b e  v e s t e d  in  t h e  Open M a rk e t C o m m itte e .

I  r e a l l y  t h in k  i t  w o u ld  b e  f i n e  i f  you  w o u ld  
sen d  a  co p y  o f  y o u r  rem a rk s  t o  each  member o f  th e  C o u n c i l ,  
o r  a t  any r a t e ,  t o  ea ch  member o f  t h e  s p e c i a l  c o m m it te e  -  
E van s , L o e b ,  H an es , and Brown e x  o f f i c i o . I t  was my f e a r  
t h a t  t h e r e  was g o in g  t o  b e  so m e th in g  in  y o u r  rem ark s  w h ich  
m ig h t  make i t  h a r d e r  t o  g e t  an a g r e e d  s ta te m e n t ,  b u t I  am 
g la d  t o  r e p o r t  t h a t  I  d id  n o t f i n d  a n y th in g  e x c e p t ,  p o s s i ­
b l y ,  t h e  F . D . I . C .  m a t t e r ,  and I  ta k e  i t  f o r  g r a n t e d  t h a t  
i t  i s  n o t  c o n te m p la te d  th a t  t h i s  p a r t i c u l a r  p r o p o s a l  w ou ld  
ar>pear in  any g e n e r a l  s ta te m e n t  o f  p r i n c i p l e s .

W ith  b e s t  r e g a r d s ,

H on. M a r r in e r  S . E c c le s  
C h a irm an , B o a rd  o f  G o v e rn o rs  
F e d e r a l  R e s e r v e  System  
W a sh in g to n , D. C.

F a i t h f u l l y  y o u r s ,
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