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166k ubrensonably high and bonds yield almoat nothing. It 4s well %o -
renerber, I think, thut the problem of axcess veserves which seans %0 be
-wolghing 8o heavily on most of the bankers of the counktry, is in my opinias

T ams dnclined $p thimk Ahat the Fedovel idvisory Council and some of the
-bankers strongly urging ldnuidation of Govermment bonds by the system, havo
“thelyr minds on the faut that thelr short term governmants are gradually -
crunning out and they would 1ike to plck up some longer term gobermment o o
‘bonds for thelr own saocund in ths open marked. Porhaps I am Just eynisal

April 4, 1936,

Mr. v, L, UGregory,

Plaza Bank & Truzt Co., -
14th & Olive Sts., ‘
8t. Louis, ¥c, , »

Dasr Grogs .

Pleaseo forg&vc my not snsvering your long latter sooner but I -
heve been in Tashington almost continmually during the past tan days with’ iy
the oxcesticn of a roturn to Hew York last ednesday and Thmrsday, X ua i
not go to the offioce or get any of my emil at thet tine, ( -

) X an afraid I can be of nttle help on the qneﬂtioa that you
ralss. I think 1% is wall to be cautious at tho precemd tSme, but cannot .
halp wut acniinue to be quite mﬁi.ui:tw, The near tem outlook for ttook
pricos mey bo scnevhat dublous, but the longor fom outleok apuours 0 me

%o be dsfinitcly upward, X 6an seé no reason for any partiewlar alsm ad
t$he present time other than ths fast fim$ on $ho basis of saming, steck

one for the futurs and not for the sressnt, Binse Febmuary lat, 1934, the™
Raserve Banks have bought no govermment bonds and at #hat timo the excoss
reserves stood at a figure sf approxirmstely 800,000,000 dollars, whieh -
would not appear te be unroasonable for !amu!.tatim tusiness recovery. '

s T

in *his, The balapas of the excess rescrvea repressants a gold inflow te
this sountry and while at preaent 1% looks like a timn deposit, it nust
#3411 be vonsidered as a demand deposit subject to immediats withdrawal,

I{ s sonaldereble portion of shis money should movs irdo our markets, then
I $hink a real danger would loom, It is imnossible down hero to detemnins
how much of this monsy $s going ints the market, but from careful checking
of 4he large houses in Wall Street, X am quide contident that at the prose.
ent time it is a negligent amount. Buch being ths cess, it looks to me

as thouch the danger is six months o a yoar ahead.

I spoke 10 several paople in the Bepa.r'hnsnt of Comnsrce whoso
opinions I have come to rely on. T have 8lso made my ouwn individual checks
and am amazed at the sxtent of businows recovery at the prosent time, It
looks to me like this will contirue for some time and tho Raster retail
trade apvears to me betier than at any time sinse I have boen watehing it,
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alnost amounting to a buying splurge. As lene as this continues, the
market may be subject to technical reactions, but I can ses no reason
for expocting any broad liquidating movement. One of good friends
who has been in charge of the United States S8teel Research Laboratoriss
informa pe that he thinks it possible the stesl rate may get up as high
as 72 to 761 by the middle of June and this cannot fail to resdt favers
ably on cther linea if trus.

I zm sorry that I eznnot be more bearigh for you as you ssem %o
bs scmewhat in the position of a sold-out bull, dut I give you this feor
what it &8 worth, I received a sard from Mr, Von ¥hndegger and wag told
thzat he had ealled while I was out of %own., I am sorry I missed him and
hove you will give him iy bLest,

Cordially yours,
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