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May 51, 1945 

Dear Governor Eccles: 
I read in this morningfs paper that you are again proposing the 

elimination of margin trading on stocks and I am once again writing you 
in a effort to point out that such a proposal is a mistake. 

The London industrial averages recently were 46$ above the level 
prevailing in the Spring of 1940—just before the big smash when France 
quit. At the present time, the Dow-Jones industrial averages are up only 
11$ above the prices prevailing before France quit. It is true that some 
stocks have gone to points were they might be high enough, as I have in-
dicated in the attached circular. But, it is also true that many leading 
stocks are under normal, rather than otherwise. For instance, I am en-
closing a chart showing the movement of U. S. Steel Common for the last 
thirty years. The normal price of this stock in good times certainly should 
be around §100 a share, particularly when one considers the large increase 
in working capital and other assets. The book value at the end of last year 
was $146 compared to the present market price of #67. It is estimated that 
post-war earnings might range between #10 and $16 a share. 

Another instance, is a case of Consolidated Edison of New York, now 
around $"50, with a book value of |46 and probable post-war earning power of 
above $3.00 per share, with a likely post-war dividend of $2.00. 

The amount of margin trading, as you know, has been very small. The 
brokers and the public have learned plenty since 1929 and I would feay that 
the brokers and the public are more careful now than ever before. No careful, 
honest, conscientious broker wants to see his customers lose money. There are 
some people in the security business, however, whose greed for profit gets be-
yond bounds, but you know very well it is not easy to control everybody*s 
activities. 

I do not think it would do any particular harm to increase margins to, 
say 60$ and not go above that figure. lou very well know that the United States 
is still a growing country and capital investment is necessary to keep in-
dustry advancing and provide employment for our people (see editorial from Wall 
Street Journal enclosed). If the stock market is completely on a cash basis, 
it will discourage numerous people from taking a chance on various enterprises. 
If it is your intention to bring about a Communistic form of Government, then 
go ahead with your proposal. 

My suggestion is, therefore, that stock margins be increased to not over 
60$ and that as a matter of regular routine, the Governor of the Federal Reserve 
Board have a monthly meeting with the President of the New York Stock Exchange 
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and with the President of the American Bankers Association for the purpose of 
making sure that continuous steps are taken to educate investors against the 
folly of buying certain types of stocks on margin. It seems to me that this 
whole subject of education should never be forgotten and that the Stock Ex-
change have a regular department constantly in touch with the member firms* 
This is a subject to which I have devoted my entire life and I will be glad 
to aid in this work to the limit of my ability. 

With regard to increased deposits when purchasing real estate, it seems 
to me that it all depends upon who buys what. I see no reason to increase the 
requirements for small home buyers who desire a permanent place to live, provided, 
however, that a requirement be made that a certain percentage of the mortgage 
loan must be paid off every year. The nation is in great need of new housing 
facilities and a too heavy initial requirement would ruin the outlook for the 
building industry• Such a process would result in unemployment, which in turn 
would mean more totalitarianism. 

I do not suppose I am telling you anything new, but I am writing you in 
good faith and assure you I am just as much interested in the future welfare of 
our country as you are. 

Governor Marriner S. Eccles 
c/o Federal Reserve Board 
Washington, D. C. 
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June 4, 1945-

Mr. J. Goodman, 
Joseph D. Goodman & Co., 
1500 Walnut Street Building, 
Philadelphia 2, Pennsylvania. 
Dear Mr. Goodman: 

This is to thank you for your letter of May 31 
and to express appreciation of the spirit in which you 
write. 

Since I am quite as concerned as you are to 
preserve our economic system, from which my family and 
I have profited for so many decades, 1 want to weigh all 
of the pros and cons of various proposals that are put 
forward to deal with the situation that we are now facing. 
And I am particularly interested in the future prospects 
for risk capital. I made some references to this subject 
in a statement before the House Committee on Small Busi-
ness last week, and in case you might care to see it, 1 
enclose a copy» 

Sincerely yours, 

M. S. -̂ ccles, 
Chairman. 

Enclosure 

ET:b 
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