
285 Walton Avenue, 
South Orange, N. J 
April 11th, 1945 

Hon. Marriner S. Ecoles, Ohâirman 
Federal Reserve System, 

Washington, D# G* 
j 

Dear Sir: 
A group of us, veterans of the 1st Y/oxld War and of the 

Mad 1920S, wonder why the Federal Reserve System does not raise 
the rediscount rate and check the mad speculation in securities. 

that -increases in securities represents a flov; o f f u n d s 
is just a lot of bunk as long as margin accounts are permitted and 
encouraged, not investment funds "but gambling and speculating funffs. 

mad 1920s which culminated in the crash of 1929% Pools operate as 
in the 1920s running over 1-day an Mfaotive stock into thousands of 
share turn over* 

"brought about to-day as in the, mad 1920s» We wonder at the hesitation 
by the federal Reserve Board of Directors of which you are chairman 
to take action when instalment purchases, charge account and certain 
loan arrangements have been restricted to cut credit expansion as it 
is related to inflation« 

Statements by New York papers in their financial columns 

To-day, security values are being rigged Just as la the 

Methods may have changed somewhat but the same ends are 

Very sincerely, 

H# L. Crocker 
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April 19, 1945-

Mr. H. L* Crocker, 
285 Walton Avenue, 
South Orange, New Jersey. 

Dear Mr» Crocker; 
This is to acknowledge your letter of April 11 in which 

you say that your group of veterans of the first World wtar and of 
the Mad ¿0fsM wonder why the Reserve System does not raise the re-
discount rate and check speculation in securities* 

If raising the rediscount rate would have the slightest 
effect in that respect, I am confident there would be no hesitation 
about it, but the activity in the stock market is not based on 
credit to any important degree, but is chiefly on a cash basis, and 
there are no borrowings from the Reserve Banks behind this specu-
lative activity. Hence, to put up the discount rate would be wholly 
ineffective on the stock market front, but would be a grave mistake 
from the standpoint of maintaining stability in the Government bond 
market, and also from the standpoint of encouragement of reconversion 
and recovery after the war is over* Even in the late ¿O's, the high 
discount i*ates utterly failed to check security speculation* 

What would strike most effectively at this speculative 
activity in the stock market ?*ould be a stiff wartime capital gains 
tax, such as I recently suggested* I have had a number of gratify-
ing letters from veterans of this war as well as you older veterans 
in support of this proposal. It occurred to me that you might be 
interested in seeing an explanatory statement in regard to it, copy 
of which I am enclosing. 

Sincerely yours, 

M. S. Eccles, 
Chairman. 

Enclosure 

ETsb 
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