March 23, 2001

Don't Let Treasury Nationalize the Stock Market
Cosponsor the Private Economy Protection Act
Dear Colleague,

I am writing to ask you to cosponsor the Private Economy Protection Act, to expressly forbid the Treasury Department from investing surplus funds to purchase private securities.

The continued budget surpluses are indicators of the fundamental long-term health of our economy, and the fruits of many years of fiscal restraint.  They also present an opportunity to further to strengthen our economy in the future through debt reduction and tax relief.

But continued large surpluses could actually place our prosperous economy into considerable danger.  As revenues continue to increase and assuming Congress can maintain fiscal discipline, we will soon have paid off all available publicly-held debt.  And this prospect is not in the distant future -- it could arrive as early as 2005 or 2006.

At this point, considerable surpluses will accumulate and the Treasury could be mightily tempted to store these enormous funds in private assets on the stock market.

Majority Leader Armey and Fed Chairman Alan Greenspan, among others, have warned of the dangers of such federal government investment in the private economy.  The U.S. government would become a dangerously large and very disruptive actor in the financial markets.  Smaller firms likely would be crowded out from obtaining financing by the larger companies the federal government is likely to invest in.  And the federal government would be unlikely to resist the temptation to inject political considerations into its portfolio selections.  Even more frightening is the prospect of the federal government using its leverage as major stockholder in our largest corporations to pursue political ends rather than maximizing shareholder value.

Federal government investment in private assets would slow innovation, distort capital markets, and slow economic growth.  Most importantly, such considerable power placed in the hands of the federal government could pose a significant threat to our freedoms.

Shortly I will be introducing the Private Economy Protection Act to expressly prohibit the Treasury from investing surplus funds in private securities.  If you would like more information, or to join as an original cosponsor, please contact John Willis of my staff at x55265 by c.o.b. Tuesday March 27th.







Sincerely,







THOMAS M. REYNOLDS







United States Representative

