THE WHITE HOUSE
WASHINGTG N

February 21, 1933

The Honerable
Simeon D. Feas
United States Senate

Ky dear Mr. Senator:

I am sending you herewlith a letter
for your reacords which, of courae, should not
be commmnicated to anyone in the present time
as 1t would only increase the conflagratlion.

I have no particular desire for it to be
produced at all unless the Democratic leaders
at some future time should endeavor to misleand
the American people az to the origins of the
present situation. If the President-elect
and the Democratic party pursue policies of
stabllity and remedy 1t need not be used as

I have no desire to put forward unnacessary
critlicism.

Zours faithfully,



THE WHITE HOUSE
WABHINGTOM

Peabruary 21, 1933,

Hon, Simeon D, Feas
Unitead States Senats
Wgshingten, D, C,

My dear Mr, Senmtor:

I an glad to roapond to your requeat that L put
in writing for your records, tho stotemont I mede to you
vesterday as to the economlc altuatlon ob the moment; and the
cauzes thereofl.

Today wo ars on ths verge of financinl panic and
chood, Foor for the policies of the new administration has
grippod the country. Pecpla do not awalt ovonto, thoy ackt.
Hoarding of currency, and of gold, has rlsen to a polnt never
bafore lmown; banka are suapoending not -&nl‘:,r in 1aolatad
inatances, but in one case an ontire atate. Prices have
fallen sineo last sutumn below the levels which debtorsa and
eroditors can meaet. ¥pn over large areas are unable or
are refusing to pay thelr debts. Hundreds of millions of
orders placed before election have been canselled, Unemploy=
ment iz 1ncraaainﬁ, thera arsa avidencas of the flight of
eapital from the Ynited States to foreign countries, men have
abandoned all sense of nmew enterprise and are atriving to
put thelr alffairs 1ln defense agalnst disaster.

Some doys before eloction the whole oconomic machina
began to hesitate from the upward movement of lost summer and
fall. For somes time after election it contimued to hesitate
but hoped for the best. Az time has gone on, however, every
development has stlirred the fear and approehonsion of the people.
They have begun to realize what the abandonment of a succesaful
program of this administration which was bringing repld recovery
last surmer and fall now means and they are alarmad at possible
new deal policles indlcated by the current events. -t 1a this
Tear that now dominates the natlonal sltuation. It iz not
lack of resources, currency or or dit.

The incidents which have produced this fear ars
cleaar, There was a delay by the fresident-elect of over two
months in willingness tﬁﬂﬁggggxata with ws to bri abouk
order from confusion in .fconcmlie relations, there have
beon a multitude of speechos, bills, and statementa of demo=-



eratiec members of Congress and othera proposing inflatien or
tinkering with tho currency. Ky proposala for redustion of
expenditures have been ignored to the extont of over £200,000,000
by the lVemocratic House of Hepresentatives. The differences
between lemocratic leaders and the President-slect over the
basis of taxatlion with which to balance the budget caused them
to roject the balancing of the budget. 1he publicatlion by
Usmoeratie leaders of the House of the fgeonstruction Corporation
loans has caused runs on hundreds of banks, failures of many

of them, asnd hoarding on o wide scole. {fhere have been Pr o=
posed in the Yongress by Demoeratic leaders snd publiely evon

by the Fresident-elect, projects involving federal exXpenditurs
of tramendous dimenslona which would obvilously lis bayond the
capacity of the federal government to borrow without tremondous
depreciation in government securities, Sueh propoaala ag tho
bllls to assume Federal responsibility for billions of mortgages,
loans to runiclpalities for public works, the Tennessee ilmprove-
ment and ¥ugcle Shoals, are all of this order. The proposals
of Speaker “arner that constitutional govermmont should be
abandoned because the Congress, in which there will ba an over-
vhelnlng majority, is unabls te face reduction of expenses,

haos started a chatter of dictatorship. The Fresident-elact
has done nothing publicly to disavow any of those proposals.

The Pemocratic House has defeated a measure to increase
tariffs s0 as to prevent invaslon of goods from depreciated
currency countries, thus estopping Increased unemployment from
thia source, There have been interminable delays and threatened
defeat of the Glass Banking Blll, and the Banlruptey bill,

How muach this whole situation 1z the resunlt of fear of
the policles of the new administration 1s further indicated by a
short review of the five diatinet periods in recent economic
hi atory.

i1he first period began with the financial and monetary
collapse of Europe in Gthe last half of 15351 culminating in
October, bringing contraction of credit ard reduction of exports,
falling prices of both commodities and securlties, followed by
great fear and apprehension in the people which was promptly
reprasented by hoarding, bank failures, flight of capital,
wlthdrawal of forelpgn gold balances with final interpretation
in deorcased omployment, demoralization of agriculture and
general stagnation,

The second poriod following tho approval by Congresa of
our measures of reconstructicn in early fobruary 1832 was a
poeriod of sharp recovery over & period between 80 and 90 days;
durlng this perlod public confidence was restored, prices of

commodlitles and securities rose, currency began to return from




hoarding, gold shipments abroad were greatly lessened, bank
failures practically ceased and the whole country moved upward,

The third perled began in April and continued through July.
This gas & poeried of a sharp debacle which was brought about

the Usmoeratic House by the samo character of proposals we no
sas Aagain, that is by the orlginal fallure of the revenue bill,
the failure to reduce expenditures recommended by the Exscutive
wlth consequent fear that the movement toward balancing the
udget would not be successful; the passage of a group of in-
flationary measures including the Patman BEill, the Goldaborough
Bi1l, ate. The pmssage of a series of projects which would
have requirsd greater issues of government securities than the
Treasury could support including the Garner Billa for gigantic
public worka and unlimited loans by tho Reconstruction Corporation,
ato. Fublie confidence was destroyed; hoarding, withdrawal
of foreign gold, dacresase ln employment, falling prices and
genaral economic demoralization took place.

The fourth period began about the adjournment of Congross
when it was assured that theae destructive measures were defeated
and that c¢onstructlve measures would be held. Thig perdod
axtended from July until Uctober and waas a perlod of aven more
definite march out of the depreasion, Employment was increasing
at the rate of half a million men a month, bank failures ceased,
hoarded currency was flowing back steadily and gold was returning
from abroad, car loadings, commodity and security micea snd all
the other proofs of emsrgence from the depression were visible
to every one., Fear and despair had again been replaced by hope
and confidenco.

The fifth %riud began shortly beforse election when the
outcome became evident, and has lasted untlil today. I have
already recited 1ts events,

The canses of this terrible retrogression and fear in this
fifth period have an exact parallel in the third period of last
spring. The fact that there was no disavowal of the actions
of last spring by the Vemocratic candidates during the campaign
lenda added color and alarm that the same actions and proposala
which are now ropoated in thia perlod positively represent the
policles of the new administration - and the people are sealing
to protect themselves individually but with national danage,

Yhe movement forward in recovery of our poople is again defeated
by preclisely the same factors as last apring and again emanating
from the Vsmoeratie leaders,

In the interest of every man, woman and child, the Fresident=-
elect has, during the past week, been urged by the saner leaders
of his omn party such as Senator Glass and others, by myself,



and by Democratic bankers and economists whom he has called
on for advice, to stop the conflagration before é{ bocomes
uncontrollable, by announcing fimmly ond at mncaﬁlhut the
budget will be balanced even if it means inorooscd taxation;
(b) new projects will be so restricted that government bond
issues will not in any way endanger stability of government
finances; (c) there will be no inflation or tamporing with
the currency; to which some have added that as the Domocratic
party coming in with an overwhelming majority in both houseas,
there can be no excuse for abandonment of Constitutional
processes,

The Fresident-elect ia the only man who has the power
to givoe assurances which will stabiliza pablie mind ns he alona

con axecute them, Theass assurancea should have been an
before now but m¥st be given a%t once if the situation bo
groatly halped. +t would allay some fear and panic wherens

delay will make the situation more mcute,

The present administration is devoting its days and
nlghts to put out the fires or to localize them. I have
scrupulously refrained from criticlsm which 1is well merlted,
but have instead been giving repeated assurances to the country
of our desire to cooporate ard help the new adminiatration,

What is needed, if the country 1s not to drift into
Ereat grief, is the immediate and emphatic restoratiecn of
confidence in the future, “he resources of the country me
inoalculable, thoe available credit is ample but lenders will
not lend, and men will not borrow unless they have confidence,
Instesd they are withdrawing their rescurces and thelr energies,
The courage and enterprise of the people atill exiat and only
awalt release from fears and apprehensicn,

The day will come when the Demoeratic party will endeavor
to place the responslibllity for:the events of this FAfth p ariod
on the Republican Party. finen that day comes I hope you will
invite the attention of the American people to the actual truth,

Yours faithfully,

Sleralears
o



	28-1863a
	28-1864a
	28-1865a
	28-1866a
	28-1867a

