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Governor Black . - }fmm Gold Resarve Act of 193L,

¥r, Smesd
o Casdade

In accordance with your request for comments on the & bove bilg the

following are swmitied:

1. Revaluation profit, The b1l provides that gold coin aml bullion
now held by the Faderal Reserve benks snd Agents shall be held in custoedy for
the sccount of the Urited States aml payment therefor given by credits in the
Gold ‘Settlema‘nt Fund and the Agents' Gold Fund, and tImt balances standing
to the credit of the Banks and Agents in the Gold Séttlamem Pund and the Agents!
Gold Fund shsll hereafter be payable in @14 certificates, which shell be in
such form and in such denominations as the Secratary of the Treasury may
determine, | This provides a means vher sby profits resulting from a decrease
in the gold content of the dollar may be taken by the Government without
any special action on thas part of the Pederal Resarve banks, and without
any change in the balance chaeets of suh banks..

2., Suggested verbal changes in bill, Section 8, Insert the words

Yoxcept gpld purchased with gld certificates® after the word "purc‘haned“A
in the next to the last line of this ;!ection. Gold purchased with gold
certificates could not be included in the general fund of the Treasury.
Section 10 (a). Insert tha'mrda '*withwpproval of ths President®
after the word "Treasury® in line 2,
Section 10 (b), Imsert the words "or with Federal Reserve banks"
after the words "Treasurer of the United Statee" in line 5. Omit the

word “other® from line 8 and insert the words fother than the President*
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Qovernor Black «- 2,

after the word "sStates® in line 9. Substitute the word "use' for the

word "expanditure? in line 9.

3. Comment on adove sugzested changes, Section 10 (a) as drafted
gives the Secrstmy of the Treaswry authority to assume cmplete control
Fedeoral Resmerve System might adopt. This is an extremsly broad power to
delesate to any man even in times of emergency, and» o Secretary of the
Preasury should be permitted to eXercise such powers without the approval
of the President, Zikewise. 1t would eeom that the Secretery of the
Treasury should not be glven unlimted power to use $2,000,000,000 &s
s stabilization fund except under the gemeral autheor ity of the President,

hile it may not be of partimiar mportanca“lt would seem that the
Sacretary of the ’I?ream:ry ¢hould have authcrity to deposit 2ll or e portion
of the $2,000,000,000 stabilization fund with the Pederal Reserve barks,
a8 presumebly stabllisatidn operations could be carried out somevhat more
comveniently with funds on deposit with the Federal Rgserve bariks than
with funds on deposit with the Treaswy itself,

L, Suggzasted nddition to the bill, It is suggested that the following
words be inserted after the semi-colon at the end of line 5 of Section 7,
faxcept that the Secratery of the Tressury shall use such profits, to the
extent of the amount of the subscriptions of the Federal Reserﬁe banks to
Olass B stock of the Federal Deposit Insurance Corporation, to subscribe to
stock in that Corporation on behalf of the Umit ed States amd upon much sube
scription by the Secrstary of the Treasury the Fedsral Deposit Insureance

s

Corporation shail return to the Federal Raserye banks the mounts paid in
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Governor Black -- 3,

on their m‘bacripﬁona to Clase B stock of that Corporation, and the
Pedaral Rpserve banke are hereby ralieved of the requirememt contalned in
‘Sect fon 12-B (¢) of the Federal Reservs Act to subscribe to stock of the
Federal Deposit Insurance Oorporation}'. Omit the word "ani® and the follow-
ing comma a& the Beglming of line 6 and make the remainder of the seation
a separate sentence,

5. Ganersl comments, Section 10 (a) of the bi1l gives to the Secre-

tary of the Treasury practically unlimited powers to purchase, sell, discount
or negotiaste at horie or sbroad;drafte, checks, b1lls of exchangs, acceptances,
coin, bullion, cable transfers, forsign excharge, bonds, mtes, evidences of
indebtedness, including the obligations of the United States or of any ™
forelign Govermment, and any obligations or securities in vhatever currency
payable, Thigs section not only gl#es the Segretary of the @eamry po\ier
to btuy and sell securities for the purpose of affecting the market prices
of United States securities but to conduet operations for the purpose of
1nﬂuenc1ng the genersl credit situation throvghout the wvhole country,
In fact, the pomere contained in this section wald enable the Secretary
of the Treasury to nezative any discount or open market policy adopted by
the Federal Reserve System and thus remve from the Federal Reserve System

- any affectivé supervision over credit condit iomns, These are axtraordinary
powers which it would saem should be exercised only with the mpproval of
the President, and only during a definitely limited pericd. It is suggested,
therefore, that the following senténce be added at the érﬂ of Section 10 (a),
"The powers granted in this sectl on may be exérctsad during the period of

the present amargency but in no case bayond June 30. 1935%,

gl
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