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Reconstruct ion Finance Corporat ion D i rec to r Walter E. 
Cosgr i f f e r e c e n t l y s tated, i n a p r i v a t e i n t e r v i e w t o the press, 
t h a t the 19-year o l d RFC must continue ^because the n a t i o n ' s p r i -
vate banking system i s e i t h e r unable or u n w i l l i n g t o meet na t i ona l 
c r e d i t needs.11 

I t i s a l leged by Mr. Cosgr i f f e t h a t o f 631*351 business 
loans made over 19 years t o t a l l i n g 16 b i l l i o n d o l l a r s , on l y 134 
m i l l i o n represented ^bad loans11 and t h a t a 600 p i l l i o n d o l l a r p r o f i t 
has accrued to the Federal Government on these lend ing opera t ions . 
The RFC i s a lso claimed t o have had a loss record o f on l y about 1 
per cent on more than 600,000 loans, each o f them made a f t e r the 
app l i can t produced c e r t i f i c a t i o n s from the bank w i t h -which he does 
business, and one other , t h a t c r e d i t was unava i lab le . That RFCfs 
*bank r e j e c t * loans pay out 99 per cent i s sa id t o be s u f f i c i e n t 
evidence t h a t the p r i v a t e banking system i s not se r v i c i ng l e g i t i -
mate c r e d i t needs and t h a t *American bankers have turned t h e i r 
backs on the business loans w i t h -which America was b u i l t . n 

The Reconstruct ion Finance Corporat ion has not i n f a c t 
suppl ied the Federal Treasury, on balance, w i t h p r o f i t s dur ing i t s 
19-year ex is tence, as Mr. Cosgr i f f e s t a t e s . The Treasury has 
suppl ied the RFC w i t h c a p i t a l w i t h which t o ca r ry out i t s lend ing 
operat ions, a procedure which has had the e f f e c t o f ove rs ta t i ng 
RFC's p r o f i t s and o f unders ta t ing i t s losses . The i n t e r e s t costs 
incur red by the Treasury o f the Uni ted States i n p rov id ing t h i s 
i n t e r e s t - f r e e c a p i t a l f o r f i nanc ing RFCfs a c t i v i t i e s are not assessed 
against the corpora t ion i n f u l l and, accord ing ly , are no t f u l l y r e -
f l e c t e d i n i t s account ing records or i n i t s f i n a n c i a l statement. 

For example, the i n t e r e s t pa id i n the f i s c a l year 1949 by { 

the Treasury on funds employed w i thou t charge i n the lend ing a c t i v i -
t i e s o f the Reconstruct ion Finance Corporat ion has been estimated 
by Theodore Eerz, D i rec t o f the s t a f f o f the Congressional Sub-
committee on the RFC, t o be about 111,674*000. This ca lcu la ted 
i n t e r e s t cost t o the Treasury was computed by the s t a f f by apply ing \ 
an average 1 - 7 / 8 per cent r a t e on an average i n t e r e s t - f r e e c a p i t a l \ 
balance a t RFC's d isposal o f 622.7 m i l l i o n do l l a r s dur ing the 19li9 I 
f i s c a l year . When t h i s cost i s app l ied against the RFC's f i s c a l | 
191+9 p r o f i t , est imated a t $5*226,0G0, the repor ted p r o f i t i s wiped I 
out e n t i r e l y and i n i t s place i s an estimated 1949 loss o f $6,448,000. j 
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