
S O U T H B O S T O N I I I I 

ALSO M F R . OF 
M O R T I S E C H A I N S 

B A R S & S P R O C K E T S B O S T O X 27 March 
2 
1945 

Mr. M. 0. Eeeles, Chairman 
Eoard of Governors 
Federal Reserve System 
Washington 25, D* G. 

Dear Mr. Eccles: 
I don't want to pester you with the continuation 

of correspondence but I do want to go on record as hoping 
to see the threatened inflation limited to the greatest 
extent and this has the greatest chance of success if 
there is an ample supply (in this case of securities) to 
meet the demand. 

That if you overtax profits, either investment 
or speculative, you reduce the supply and create the 
result which you expressed the desire to prevent—that 
the way to limit inflation is to increase the supply at 
all times and this can only be accomplished by a reduction 
in taxes which would encourage the taking of profits and 
the elimination of extravagant bidding resulting in large 
price rises. 

Regarding the lack of new enterprises in 1929 
as the cause of the debacle, I wonder if this is a fact. 
Then it was easier to make money in the markets than it 
was to struggle with business with all the handicaps and 
headaches involved. It was easier and is now to let the 
fellow already involved and obliged to carry on do the 
dirty work for you. 

Your aims and mine are exactly alike—limit 
inflation—my criticism is that your suggestion would not 
succeed. 

P. S. There are rumors around today that margin require-
ments may be raised to 75$—rumors mind you. If true, 
this all adds up to administration fears of a wild security 
inflation checking with your recent suggestion of taxing 
speculative profits. If your economic outlook is sound 
and thoroughly American. I surest you had better progress 

Y OUÏ 

whf/n William H. Meld 
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March 6, 1945. 

Mr* William H. Field, 
William H. Field Co., 
323-9 Dorchester avenue, 
boston ¿7> Massachusetts. 
Dear Mr. Field: 

In reply to your letter of March I am enclosing a copy 
of a statement I prepared in connection with my suggestion for a 
special wartime capital gains tax. My interest in the matter is 
entirely one of doing whatever is necessary to hold the line against 
inflationary forces. 

This suggestion, like such direct controls as rationing, 
allocations, and the fixing of prices and wages, of course, deals 
with the effects and not the causes of inflation. The cause clearly 
is the enormous excess of incomes in relation to available goods and 
services. Not only does war financing create a tremendous surplus 
of current income, but as time goes on, the accumulation of liquid 
funds grows ever bigger and more dangerous and the more necessary it 
is to apply effective controls since the Congress, which presumably 
reflects public opinion, has not been disposed to apply the high 
rates of taxation that would greatly reduce the surplus of incomes 
and accumulated liquid funds. 

Virtually all taxation has some deterrent effect upon risk 
capital, and I think in peacetimes there would be some merit to the 
familiar argument that very high capital gains tax rates would deter 
selling and hence narrow the supply. My proposal, as you will note, 
would not apply to capital assets acquired prior to January 1, 1^45, 
or such other cut-off date as the Congress might determine. But, in 
any case, this particular argument is a typical stock market con-
tention which, in my opinion, has little or no validity under exist-
ing conditions. 

Sincerely yours, 

M. £>. Eccles, 
Chairman. 

Enclosure 
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