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PRESIDENT FLEEKs Thank you very much, Aims. We very 

much apprecia te  your being here and t e l l in g  us what you had to  say.

A few weeks ago in  Washington I had a ta lk  with the Chair

man o f  the Board o f Governors o f  the Federal Reserve System. He f i 

n a lly  agreed to  be here today i f  I would not ask him to  say anything.

He sa id : MI do not wish to  make any set speech or be on the program." 

However, he i s  here and 1 think I w i l l  not do too  much v io le n ce  to  

my commitment w ith him o f  a few weeks ago i f  I ask him to  say a few 

words to  you. I can assure you that we are very much honored that 

Mr. Marriner E ccles  i s  with us p a r t ic ip a t in g  in  th is  con ference, and 

we would l ik e  to  have him g ive  us a few words. Mr. E cc les . (Applause) 

MR. EGCLES: Mr. Chairman, la d ie s  and gentlemen: A fter  

lis te n in g  to  as many speeches as you have lis te n e d  to  today i t  must 

be qu ite a disappointment to  have someone unexpected thrust on your 

program. I do not know that I  can add very much to  what has been a l 

ready sa id . I t  seems to  me the f i e l d  has been quite com pletely covered .

I do want to  say, however, that I know o f  no industry that 
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and a greater d e fla t io n  in the 30,1 s , and at present prospects i t  does 

not seem that the d e fla t io n  is  over, based on the standpoint o f  

p r o fita b le  operations* The fa c t  that you have done what you have in  

connection  with the war e f f o r t ,  and what you have agreed to  do, I 

think i s  very commendable in  view o f  the f in a n c ia l s itu a tion  o f  the 

investment banking business.

I r e a liz e  that your members may get le s s  as the war goes on 

and that only those who are fortunate enough to  reta in  something out 

o f  the p r o fita b le  business in  the past may be able to  continue to  give 

your serv ices  in  th is  connection* I ,  fo r  one, want to recogn ize  that 

f a c t ,  and to  pay you what tr ib u te  I think you are fu l ly  e n t it le d  to  

f o r  the voluntary e f f o r t  which you are a l l  making*

The problem o f  war financing is  not a d i f f i c u l t  problem 

when i t  comes to  the question  o f  ge ttin g  the money* I t  is  not nearly 

so d i f f i c u l t  as zhe winning o f  the war* Hov/ever, the way the money 

i s  ra ised  is  extrem ely important* I t  means e ith er a s ta b le  economy 

or  a great in f la t io n ,  and i t  may mean a great deal about the winning 

o f  the peace* A fa i lu r e  to  finance the war in  a sound and proper man

ner i s  going to make not on ly the carrying on o f  the war in crea s in g ly  

d i f f i c u l t ,  but is  going to  make the post-war p o s it io n  o f  th is  country 

almost an im possib le one* A ll  o f  us who have property and who have 

fin a n c ia l in te re s ts  are t e r r ib ly  in terested  in seeing to  i t  that 

everything that can be done is  done to finance th is  war in  a manner 

that w i l l  g iv e  as much s ta b i l i t y  to  the economy as is  p ossib le*

I have f e l t  that our tax program is  inadequate. I t  seems to  
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should be ra ised  currently  in  taxa tion . Taxation i s  the most a n t i-  

in fla t io n a ry  method o f  financing the war, and is  the soundest method 

o f  financing the war. I t  i s  important where those taxes come from.

They must come from sources that w il l  con tribu te  g rea tly  to an in 

fla t io n a ry  s p ir a l .

The people o f  large income are small and few. The great 

consumer purchasing power w i l l  come from those people with incomes o f  

le s s  than $b,000. I f  a l l  o f  the income was taken away from those w ith 

income above $5,000 i t  would not be a drop in  the bucket in  connection  

w ith the financing o f  the war. Consumer goods are dim inishing and are 

going to  continue to  dim inish ra p id ly . So there is  no advantage to  

be gained by the people as a whole in  having more money than they are 

ab le  to  spend in  the purchase o f  goods.

I r e a liz e  the p r a c t ic a l and the p o l i t i c a l  d i f f i c u l t y  o f  c o l 

le c t in g  enough taxes to  pay fo r  the war cu rren tly . The B r it ish  and 

Canadians have succeeded in c o lle c t in g  enough taxes to  pay f o r  fu l ly  

h a lf  the co st  o f  the war. There is  no reason why we, in  the fu tu re , 

c a n 't  do lik e w is e . What is  not financed in  that manner must be f i 

nanced, so fa r  as p o s s ib le , as we have heard today, from outside o f  

the banks. I would f e e l  th a t not le s s  than 25% should be financed out

side o f  the banks. The Canadians and the B r it is h  up to  date have f i - - 

nanced outside o f  the banks more than 25%.

The la s t  re so rt  in  connection  with financing is  financing 

by the banks. I should not say that is  the la s t  re so r t , because the 

la s t  resort  i s  financing by the Federal Reserve System. The banks 

should be given the job  o f  financing that p ortion  that is  l e f t  overDigitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 4 -

a fte r  an adequate tax system and a fte r  the utmost e f fo r t  i s  put 

fo r th  by the V ictory  Fund and the War Savings committees, and i t  w i l l  

be up to  the Federal Reserve System to  provide the banking system w ith 

the reserves which are necessary e ith er through open-market op eration s, 

which have reserve requirem ents, or through discount f a c i l i t i e s  to  

enable them to carry th e ir  part o f  the government financing*

To the extent that the banks do not carry that p ortion  then 

the Federal Reserve System is  the la s t  recou rse . I t  is  to  be hoped 

that the financing to  be done by the Federal Reserve System w i l l  be 

reduced to  a minimum.

I apprecia te  th is  opportunity o f  being w ith you. I did not 

expect to  make th is  speech. I had the promise o f  John Fleek that I 

should ju s t  be an au d itor . He came down and asked me a moment ago i f  

I would not say these few words.

I thank you . (Applause)

October 19, 1942.
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