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The Senate Banking and Currency Committee has just reported a
bill to extend the RFC for ten years, and I attach a copy of my memo-
randum of yesterday summarising the bill* The report of the Committee
has just become available, and we find the following paragraph, en-
titled "Federal Reserve lending authority"j

"By Section 13b of the Federal Reserve Act, the Federal
Reserve banks are authorized to make direct loans and to guar-
antee loans to business enterprises under certain circumstances.
Senate bill l&B, 'which has been reported out favorably tyr this
committee, would in effect expand the powers of the Federal
Reserve banks to make these loans. This authority is no dif-
ferent from authority which RFC possesses under the RFC Act.
The committee believes that there should not be two separate
Government agencies engaged in performing identical lending
functions. It would be inadvisable to make the Federal Reserve
banks the sole agency in that field because this would involve
granting to those banks far broader powers than are contained
in the present section 13b or in the provisions of S. 408 ia
order to provide the scope of financial aid which can be af- /
forded by RFC under its various lending powers. The committee
has concluded, therefore, that the lending powers granted to
the Federal Reserve banks by Section 13b of the Federal Reserve
Act should be removed entirely.w

Whether or not the Committee proposes to take any steps to remove the
present authority of section 13b is not disclosed.
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