FEDERAL RESERVE BANK

OF ST.Louls
March 26, 1940,

Mr. Wm, McC. Martin, Jr.,
Yale Club,
New York, Y. Y.

Dear Bill:

I am sendinz this letter by air mail hoping that possibly it may He some help
to your Bulfalo speech.

I am enclosing an interview with Jlenn Frank, which ssems to give the Renublican
viewpoint and, as you will note, does not conderm all of +he New Neal,

I also enclose a statement from Thomas D. Sherrin and Company of Indixnanolls,
?or it seems to me to have in it a great deal of ool sense and is an exprsssion of
oninion at ony rate in the I'iddlewest.

I tuink the report of the Stock Exchange which appeared on the broad tape
yesterday certainly shows that your administration is making onrozress in the way of
economy.

As I told yon over the telephone last night, in a year of .National politiecs
and a time when Exchange nolitics are at their height you are hound to hoar all kinds
of rumors, gossip, celumny, uncomplimentary and crazy comnents. Pay as little attention
to them as you can and try to separate any comment worthy of consideration and, if
necessary, answer it. OCursing and the callin; of names, in the last analysis, do not
amount to anything,

There are always hot heads, and some of them are very sincere, who do a lot of
talking and wish to take extreme measures, but men of this type frequently take this
out in talking and when time for action comes you will find them very silent and in the
rear ranks. They are glad enouch to"ezgz’ e mean on and then let him bear the brunt of
their indiscretion. It seems to me that you are safe in following the general line of
your nubliec ubterances about the SlCy in other words, it should be administered for the
nourishment, protection, and sustenance of not only the publiec bhuvt of hwvsiness in
general, for unless business prospers the public will not prosper. Regulation within
bounds is not wholly undesirable, bat the temper of those charged with the regulations
mist be constructive and cooperative or rezulations will fail their purpose. A regula-
tion JS a ceneral statement of a rule of conduct, but is not gopbtroglfa@d when it becomes

control-it c@asesazgryé:thgm hﬁﬂta then is manazementy 3 help to
‘“mh"ﬁ§ﬁﬁi snties THavelimem alony What av§03~aﬁ/i°termineﬂ as safe aad de-endable lines.

It is the “dty of the SEC to look on and let the Hxchange conduct its business in whet
it conceives to be for the welfare of the vwublic, not to interfere until suci time as
it is evident that the Bichange is taking undue advantage of the public. It should be
courteous enoush to give the Exchange credit fcr honestly endeavoring to make a public
market in which the public is sure of fair treatment in the exercise of its judgment.
As you have stated, neither Govermment nor the Exchange can undertake or, in fact, can
accomplish anything to keep a man from suffering from wrong judgient. The minute it
holds itself out as doing such a thing it is deceiving the oublic; in other words, the
3EC can be a help so long as it stays on its side of the line. The minute it comes over
it is unwarranted interfercnce and is bound to affect business adversely. Again, it is
a new law, and,based on experience ol other laws, may be needful of considerable
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amendment before it really is a law that helps. This heing true, those who administer
lawfshould move slowly and carefully and be very certain when they take any step
be detrimental to the —urnose for which it was created. If it insists upon
ste, your ~rotest should be recorded and the;, be made to take the responsi 1]1ty for
thelr actionssy in other words, by press re“orts and innuendo you shouvld not allow the
Fxchange to be vushed into doincg “v*% ing about which it is doubtfl, so that the SEC
can stend off and say "Well, the Fxchange did it, we didn't",

I do not believe that the zeneral nublic, certainly ont here, hes any idea
other than that you have led a n»rotest azainst the hLeuper of the administration of the
SEC n its efforts to do things by 1n41rectlon. You were given credit for doing this
in yOur radio rejoinder to lMr. Frank. This you followed up by a let*ter, other public
utterances and your Rochester speech. It is entirely possible that the IBA would not
have taken as nositive a stand had you not led the way. Neither would the Jurb Exchanie.
Without retreating from youvr position you can emphasize it somewhat and if: She IBA
and the Curb Exchange wish to be more radical in their attacks you can let them do the
fighting elong those lines and in the end the Exchange will Lenefit by the atmosphere
created by what others are doing. You have a greater responsibility then :r. Conley,
who it just the head of an organization somewhat like the ABA, or the President of the
Curb Exchange, whose organization is a minor one., 3By your very positicn you have to be
more careful in your spsech and after all what you want to do is to give *+he Exchange
and its members the bhest onportunity for propmer ftreatment and consideration unier <he
law which will enable them to make a living and do their duty to the publics in other
words, you and the Exchange want to keep your feet anl -ot be "sucked in" by any
volitical party either national or brokerage. I should think your 3oard of Governors
would see that your position is thoroughly sound.

In your address avoid using anything that could be construed as asking help
from CJoverror, Senators, Representatives, or Legislabure, but try to make it plain that
if they and the people fully understand the serious situation you feel sure you will be
entitled to their sympathy and they will render assistgnce in saving the situation so
that they may sgvelthemselves. In speaking of the SEC I would avoid the use of the
word "control" e use e the word "cooperate". You do not need their control. You do
need their understanding of the sityation and friendly assistance.

Yie have talked this over{nretty thorcughly ard 7 am just nutting down on paper
some of the thinss I have heen thinking of, hoving that they may be helnful,

You have doubtless already received an invitation from the Arkansas 3Bankers
Convention to address it on either I'ay 16 or ".ay 17. Bailey, the lianager of our Little
Rock Branch, was up here yesterday and said that the officers of the Association had
asked him to speak tc me and urge you to come if possible. This is a meeting of from
20C to 300 of %the Arkansas bankers, not a very lar e meeting because the bankers in
Arkansas are not very numerouvs, but lot S ring;s, Arkansas is a very attracitve place of
meeting.s It is pessible that you mizht et some rest there. I would rot suggest your
coming unless you think you can get some personal rest. Of course, you can visit liome
on the way and even down at Hot Sn»rings I could gék,ewnyr and I know the ropes well enough
so that we could disappear from the crowd snd have a good part of the time to curselves.
You evidently wrote a nice letter to Dr. Gaines. “le sent me a ccny of his reply.

I just notice from the ticker that George llatthews has resigred from the SEC
effective A-ril 15, presumably to zo with some u ility company. I rather suspect the
SEC is or the dePen31ve and none of “he members of the Cormizsion are happy.
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