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Dear Mr. Lotz: ~ gé‘§
&
Thank you for your letter of July 6 and for your imteveat in oy 3:‘»
views ocn the creation af Toney by the Federal Reserve banking W -®
: £ 0
gystem. - -0
M o~ 8
THe section of the article you sent which cutlines the method S as
of momev creation is essentially a correct description of the pro- mo
ceas in that Government securities serve as collateral for Federzl s5es
Reserve notes and their purchase by the commercizl banks from the
‘Treasury and in the secondary market by the Federal Reserve are Q‘
the means by witlch new money is created. The author of the articie g‘
z

fails to distinguish between purchases of Goverument securities by
the commercial banks and by the Federal Reserve banks. Commercial e
banks 'purchase' these securities by crediting the Govermment's
- . -depositg ‘n the bagkg. They do mot use existing funds buf create fmee
wne=Pp> the funds. They then pay in to the Federal Reserve bank the reserves
R required against the deposit and lend the rest. ' As the Treasury
withdraws the funds, they adjust their loans or sell securities or
borrow againat their secur{ties as needed. Meanwhile K they collece
interest on _the Govermment security which they have gurchasedT and
on the.loans which have been generated by the creation of the Govern—
ment deposit, yet_pay oo interest to the Gover—ment for the use of °
its funds.

The Federal Reserve banks are prohibited from porchasing
Govermment securities directly from the Treasury although they may
make short-term advances to the Government in verv limited amounts.
They purchase Goverument secur ities from some 20 dealers in the
secondary warket: by g:iving a Federal Reserve check which is then
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In ALL of the above transactions the ONLY INVESTMENT 4s that of

PRINTING and BOOK-KEEPING COSTS!! This is the "SCAM" for the ENTIRE
BUSINESS is NOTHING MORS than the "TRADING" of PIECES’of PAPER!I
NOTHEING ELSE CHANGEZS EANDS!! The RBTURN of the "CONTINENTAL. GREENBACK"!'!

THRE "CURRENCY CONSPIRACY", DEFICIT FINANCING BY CREATING "MONEY" OUT OF !

NOTHING '
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depcsited by the dealer in his bank which must then increase the
amount of reserves it holds with the Federal Reserve bank. THe
effect is to increase the reserves of the bankinz system as a whale
and, thug, tc generarte a given valume of new loans.

¥ On the other subject asbout which you inquired, I mmst say thac.
the Federal Reserve bas been very effective in blocking my propased
audit of its operations. It has succeedad in.convincing a majaoriry
of Members of Congress that such an gudit would do grear barm
becsuse the mopnetary sygtem has to work in secrmcy to work effectively.
It is amazing how many people are willing to believe such nonsems=e.

' Again, I thank you for your interest azd hewe the anove dis—
cusgion will be helpful ta you.

Sincerely,

Ve

Patman .

$83 "Government Securities” v "Individual Security" $$3

These articles provide evidence of fact that pollitical and

banking interests are using the instruments of Government and Law

to DEFEAT the INTENT of our fundamental laws of Federal and Stats
Constitutions. - - -.. . . R o .o '

- It 1s the effect of the issuance of "¥onev & Credit" out of

nothing at the top of our economic system joined with confiscation
-5y the appointed agents of the "Inculsitorv Robbery Service™(I.R.S.),

at the botton that has made real the socilo-economlic system outlinsd

in Orwell's "Animal Farm". The "WILL" of the "CENTRAL- AUTSORITY" 1s
now "STUPERIOR TO THE WILL OF TFE PEOPLE"! L :

~ In between we have the "Pluralist Economv" which operatas under

separate sets of "rules”, one for "Corvorats Colonlsllsm”, those who

"labor” for PROFITY, the other is "Selectliva Socialism', for t-oss wha

"Tabor" for WAGES. The former invesfing "monev", the latter INVESTING

TEEIR TIME OF LIFE! .
"The Great American Antithesis"!

Sincerelv,
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Is the "4th Bstate" now the "Sth Column",
Cavalisr Servente to SUBLIMINAL S=EDITION?
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