
D e c e m b e r  4, 1950

D ea r Tom :

I a m  e n c lo s in g  you th e a r t ic le  to  w h ich  I r e f e r r e d  in  
m y  te lep h o n e  c o n v e r sa tio n  w ith  you F r id a y  n igh t.

It s e e m s  to  m e  that th is  s itu a tio n  i s  a v e r y  d a n g ero u s  
one and th at th e  F e d e r a l R e s e r v e  B o a rd  sh o u ld  m ak e  
it  p e r fe c t ly  p la in  to  th e  open m a rk e t c o m m itte e  and to  
th e N ew  Y ork B a n k e r s  th at th e  peg i s  s ta b iliz e d *

I h ave s u c c e e d e d  in  g ettin g  the T r e a s u r y  to  a p p r e c ia te  
th e fa c t  th at w e sh o u ld  h ave our o b lig a tio n s  fin a n ced  on  
lo n g e r  te r m s  than h as b e e n  th e c a s e  g e n e r a lly  but, i f  th e  
F e d e r a l R e s e r v e  B o a rd  is  going to p u ll the rug fr o m  under 
th e T r e a s u r y  on that, w e c e r ta in ly  a r e  fa c e d  w ith  a m o s t  
seriom s situ a tio n , b e c a u s e  w e a r e  goin g to  h a v e an im m e n s e  
am ou nt of F e d e r a l fin a n cin g  in  the n ex t s ix  m o n th s.

I hope th e B o a rd  w ill r e a l i z e  its  r e s p o n s ib ilit ie s  and not 
a llo w  th e b ottom  to  drop fr o m  under our s e c u r it ie s .  If 
that happens th at i s  e x a c t ly  what M r. S ta lin  w a n ts .

S in c e r e ly  y o u r s,

H on orab le T h o m a s B . M cC abe  
C h a irm a n
B o a rd  of G o v ern o rs of th e

F e d e r a l R e s e r v e  S y s te m  ’' 
W ashington, D . C.

E N C L . A rtic le  from  NEW YORK HERAL,D~‘T R IB U N E , Friday, Decem ber 1, 195< 
“ F lexib le  P eg s”

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



This article is protected by copyright and has been removed. 

The citation for the original is:

“Flexible Pegs.” New York Herald Tribune, December 1, 1950.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis




