SIS

HEHMORANDUN ¥OR THE PRESIDENT
Fromt ¥illiam X. Javie, Zconmomic Stabilization Director
Subject: Program to Choek Inflation of Capital Velues

ital values in some cases antisipeted long-
contimuation of the present ropld zaite of iscresse in walues would
help infleme inflationary . Adoption and snnouncement of a

Limitation on the use of credit in purchasing farm and urban
real estate through higher down payments, snd pessibly more rapid amort-
ization. 6. I. bil] of rights and tenant A
purchase loans by the Parm Security Administration should be exempt from |
the reguls tions. Loans in comnection with new construction should also
be exemnt, 2t least 2t the outset.

2.

Increase the mrgin requirements for new purchases of securities,
nesrly or completely om a cash basis. This-ghould
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5, Extend from the present six moaths to tires years the minimum
Mdut?:utormmmmaﬂpm&rthm‘

4. An information progran siressing the need for caution in pur-
chasling forn and urban real ssiate and securities. -

Under 1t the geins from speculation receive tax trostuent which is
glaringly incomsistent with the restrainte impesed uwpon wages, profiits
and erdingry income and which invites ' The present

|

1. Institutien of eredit control in the field of farm snd urban
real estate will require either mev legiclation or an executive order
under the Trrding ¥ith the Enenmy Act, as smended by the First Ver Povers
Aet. A vproposed executive order delegsting pover to regulate such

of erodit tc the Federal Reserve Bosrd under the general

tion of the Uffice of Economiec Stabilization has been drafted and sube
nitted $o the Burepu of the Budget for clesranve. It ie

siniler to the order in force since Augnst 1841, uwnderlying
of consumer eredit.

2. An iseresse in margin requirssents for the purchase of securi-
tises is within the present povers of the Federsl Reserve Joard. The
Board is willing to take the necessary sction, provided seck an incresss
in mergin requirements is psri of & comprehensive presidentisl program.
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If, after suck discuseions, it is concluded that sa sxecutive ore
der instituting resl estate credit controls should be ismued, I recom

!

. 1) thet the executive order be issued promptly;

(2) thet it be sccompanied by s press relesse explaining

(s) that it 1s pert of s comprebensive program
comprising both credit and tex action to
deal with the problem of the speculative
rise in capital velues;

y (b) that nev eomstructiom undertaken with pri-
ority assistance will be exempt from the
credit comtrol regulations at the outset
and thet, if it should later prove desiv-

able to remove thls exemption, ample
notics of its remowsl will e given;

(¢) that the Board of Governors of the Federsl
Goserve Gysten already has suthority to
regule ¢ margin requirements in conmec—
tion with security transsctions; end

(d) thet the President is recommending to Con-
gress that the lolding peried for long-
torm oapltel gains under the tex laws be
ineressed to tlwee yoars.
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