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Mr. Chairman, Ladies and Gentlemen: After the remarks of the
Chairman, I assure you that it is rather embarrassing for me to ap-
pear before you. I feel he has given you rezson to expect altogether
too much.

I did not prepare a written address for this occasion, feeling
that I should like to come before you in more or less of an in-
formal way, as a banker talking to bankers, as a business man talk-
ing to business men. I should like to talk to you as I would talk
to my closest friends and associates.

Most of my life has been spent in the field of banking and
business and until I unexpectedly went to Washington, less than two
years ago, I had never occupied a public position. I, therefore,
can talk to you and approach the questions which I sm sure we are
all deeply interested in, only as a practical business man and banker,

I am reminded in meeting with you today of the contrast between
the conditions under which we are now meeting and the conditions under
which this same meeting was held three years ago.

Three years ago, after pursuing what were considered sound fis-

cal policies, after attempting through every effort to balance the
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budget, after maintaining the gold standard, after -avoiding any .in-
crease in taxes, we found ourselves confronted with disester. Ve
found that the national income had diminished in less than three
years from %81,000,000,000 to less than $40,000,000,000 and we found
that tax collections also fell.

We found that we were confronted with an army of unemployed of
more than twelve millions of people. We found the banking system
in a state of collapse. We found deposits had declined by more than
one-third as a result of credit contraction, bank failures and hoard-
ing. We found that though every effort was made to balance the budg-
et, some Government bonds had sold as low as 83 and other high~
grade securities held by banks were selling at such a price that
had they been sold on the existing merket, there would have been
few banks in the United States in vhich the capital was not either
completely wiped out or seriously impaired; that under the auspices,
gentlemen, of what is considered orthodox economics, under the con-
ditions that were expected to produce confidence and induce private
industry to undertake to put people to work and to result in in-
creased borrowing from the banks and thus in restoration of the neces-
sary volume of depesits, we found that the economic life of the coun-
try was in a complete collapse.

Today, in a recent compilation I had made with reference to the
value of stocks, I find that as compared with the low prices of 1932,

there is an appreciation of more than {20,000,000,000 in the quoted
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value of stocks listed on the exchange. That has not been brought
about by an increase in credit extended by banks because neither
brokers! loens nor bank loans on collateral have increased. It has
been caused by the fact that those who had money were investing in
securities because they were aware of the increase in the earnings
and the prospective earnings of the corporations whose securities
are listed.

Contrast that picture with the condition of the corporations in
1932, when the income tax reports mede by &ll corporations to the
Treasury of the United States showed a net loss before dividends and
before income taxes of more than $3,750,000,000. The quoted value
of bonds listed on the Exchange, of which there were some in your
portfolios that meant benkruptcy and insolvency to you, has increased
by more than #7,000,000,000 since early 1933. The bankruptcies,
which had reached the astounding proportions at that time of more
than 25,000 for the first nine months of 1932, with totsl liabilities
aggregating more than $750,000,000, today are less than 9,000 for
the first nine months of this year, with liabilities around
$170,000,000.

Bank failures for the first nine months in 1932 exceeded 1,000
and the deposit liabilities for banks failing were nearly $600,000,000.
For the first nine months of this year, bank failures numbered 80,
with deposit liabilities of approximately 36,000,000. These figures
include the banks which were not licensed after the bank holiday and

which were forced to liquidate later because it was not possible to
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rgorgenize and open them; they comprise most of the amount.

Bank deposits, which due to credit contraction made on the part
of the bankers had decreused greatly (and I do not blame any banker;
I was as busy in the field of private banking os any one could be in
en effort to remain liquid, to be able to meet the demznds of the
depositors due to lack of confidence in the banking structure) have
increzsed from o low point of {312,000,000,000 to #17,500,000,000, or
above the level of 1929. ihen I scy bonk deposits I mezn the ad-
justed demand deposits of member banks, which exclude inter-bank de-
posits and Government deposits.

The nationel income which had fallen to & little less thon
£40,000,000,000 for the yeur 1932 rose to nearly $50,000,000,000 for
1934, The figures are not available for the current year but I be-
lieve that at the present rate of business activity the national in-
come in the next twelve months will come close to £60,000,000,000,
or about halfway back to the nationesl income of 1929.

The Government receipts, which had fallen from better than
£4,000,000,000 in 1929 to cround 52,000,000,000 in 1932 -- as es-
timated in the lest announced estimates of Federsl revenue, will
reach for the fiscel year ending June 30, 1936, a figure of
¢4,470,000,000, or an increuse of approximetely %2,400,000,000.

The foreign trzde figurcs are spproxiactely 40 percent in excess
of the foreign trade figures in 1932.

Industriecl production reflccted in the Federnl Reserve's season-

2lly adjusted indox is now at 89 percent of the 1923-1925 uverage,
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raising it from a low point of 58 in 1932, a gain of more than 50
pergent.

The wholesale price index of commodities, using 1926 as a basis
of 100, had fallen to a low of 60 in February of 1933. It had risen
to 8l in September of this year.

In the field of farm products wholesale prices had dropped as
low as 41 percent in February 1933, They were up to 80 percent last
September,

The farm income, which dropped from $10,500,000,000 in 1929 to
something over $4,000,000,000 in 1932, is estimated for this year to
be back to nearly $7,000,000,000, a gain in that field of
$2,500,000,000,

I could go on and cite many other factors, such as increased
building activity, revival in the cepital merket, increase in em-
ployment and payrolls, but. enough has been given to merk the impres-
sive improvement between the condition of three years ago and the
present time in every field, financial, commercizl, industrizal,
agricultural, and fiscal.

What is the reason for this change? It is not a result of ac-
cident; it is not a result of letting nature take its course, For
three years nature wes permitted to take its course in an effort to
revive confidence. Little legislation that was disturbing to business
was passed. No Benking Act of 1935 was pending to make bankers hesi-
tate to meke loans.

But a condition wzs reached, even as early as the spring of 1932,
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when Government intervention became unavoidable; not because the
Government wanted to intervene, but becuuse the entire financial
and credit structure was in a state of disaatrous contraction. The-
Reconstruction Finance .Corporation-wne cnganized te asapport, the -
crumbling structure,

The Government had finenced the grain and cotton stabilization
corporations in order to help agriculture,

The Home Loan benk system was organized in order to help the
urban mortgage situation. But the scale of intervention was en-
tirely inadequate end the forces of deflation had been so much under-
estimated that a complete collapse resulted in the following spring.

No one objected tc an unbalanced bucdget in order to bolster up
the benking, the insurence, the railroads, snd the credit structure
generally,

Is it consistent or vossible to think that Government could in-
tervene in the field of private credit through the banking, insurance,
end other private structures and at the same time refuse to intervene
in order to stop the foreclosure of farm mortgages, which reached an
appalling figure, to stop the foreclosure of home mortgages, which
reached a figure as high as 35,000 in one month?

Is it possible to justify the use of Federal credit resulting
in an unbalancedAbudget in the fields referred to, and at the szme
time permit 12,000,000 men who wanted work to go unemployed?

Business cluims the liberty of employing and discharging men

when their services cannot be used profitably, ond that is its right.
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But what about the liberty of the men under the econditions that we
were confronted with in 1932 and 19337 If a Government is justified
in incurring an indebtedness of 25,000,000,000 to protect its
citizens against the encroachment of a foreign enemy in times of war,
is not a Government justified in using its credit for the purpose of
teking care of those people who found themselves in & position of
destitution because of the failure of private industry to give them
employment? (Applsuase)

The Reconstruction Finance Corporation put a foundation under
the banking structure. The Emergency Banking Act passed at .the time
of the bank holiday permitted the Reserve System to loan not only
to national and member banks but to state non-member banks agsinst
any sound asset., VWhen that was announced by the President of the
United States over the radio, the people of the country who had with-
drawn their deposits in the form of currency and who had attempted
to transfer it out of the country stopped that practice, which was
totally destructive to the entire credit and benking fabric.

When the people werc told thot the Reserve System could issue
Federal Reservs bank notes against mortgeges, against collateral loans
and against other good assets held by the banks, without regard to
gold backing, without regard to eligible paper backing, without re-~
gard to Government bond backing, they brought back into the banks
during the next year $2,000,000,000 of currency which they had taken
out.

The Reconstruction Finance Corporation has rchabilitated the
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capital structure of banks to the extent of approximately
$1,000,000,000 and it has loaned over ;800,000,000 to the receivers
of closed bunks so as to prevent the forced liquidation of assets
and to give to depositors iumediately available funds, so as to re-
lieve them and to enzble them to put that money into circulation.

The Home Owmers! Locn Corporation was established for the pur-
pose of relieving home ovners in distress and up to the present
tise has loened approximately %3,000,000,000. The work of thet in-
stitution is nearly completed. The distressed mortgage is a thing
of the past. Real estate values have been stcbilized and are ad-
vancing. Rents hove been on an increase for two years and doubling
up is leossening. HNew home construction is iuncreasing and the Home
Ovners' Loan Corporation will be through with the work it has done,
with more than 2 billion dollars of unused cuthcrization to its
credit.

It not only served zs o debtor relief but c2lgo served equally
as a creditor relief. The mortgsges held by the savings banks, the
insurcnce compunies and the comaercicl banks, which they were unable
and unwilling to carry, were taken over and funded over a louger
period at reduced rates by the Home Owners' Loan Corporation.

The Federzl Form Mortgage Corporntion was organized and
$2,000,C00,000 of bonds were provided fully gucranteed by the Govern-
ment, these funds to be louncd to Tederzl land banks in exchange for
the bonds of these banks, backed in turn by mortgoges end to be is-

sued s proceeds of mortguge lozns by the Lund Bank Commissioner.
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The Federal land banks are institutions going back about twenty
years. In 1932 they were unable to sell their bonds on the market.

These same bonds are now selling at a premium and a substantial

.amount of them have been refunded into issues bearing lower interest

rates. When it was impossible to sell them, the Governmment agency
set up for the purpose took those bonds and issued bonds guaranteed
by the Government.

That has stopped the collapse of the farm mortgage market, un-
til today I hear that there are morc farms being sold than are being
foreclosed upon. (Applause)

These three great creditor agencies have largely done their
work. No one is more anxious than the Federal Government to have
the private credit agencies take over the load.

The Federzl Housing Administration Act was passed for the pur-
pose of attempting to induce the private credit agencies of this
country to make lozns for construction purposes on insured mortgages
and for modernization. WNot one dollar of Government funds goes into
those loens. The Federzl Govornment was attempting to crecte a
mechanism by which to attruct private funds into the field of credit,
and get the Government out,

The Reconstruction Finance Corporation is collecting far more
than it is lending. It has loaned about $#5,000,000,000 and has col-
lected more than one-half of the total amount of the loans.

In the field of relief, which we so often refer to as "waste",

we have the thousands of miles of public roeds, we have the excellent
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work done in our CCC camps, we have repaired znd rebuilt schools,
water systems aund sewer systems. Truly not «ll self-liquidating pro-
jeets. It is possible for the Government to spend money for social
purposes, and it should not always judge or geuge its expenditure

by whether or not it is a self-liquidating project. (Applause)

The problem of private profit and self-liguidation belongs to the
field of private business and not to the Federal Government. (Applause)

Now let us see if the results as enumerated zre worth the cost
of intervention, which resulted in an unbelanced budget. I would
like to remind you that we had an unbalanced budget as early as the
fiscal yeor ending in 1931 and that the deficit for the fiscal year
ending June 30, 1933, exceeded $3,000,000,000, that the Government's
interest-bearing debt increzsed from %20,584,000,000 in February
1933, to {}28,432,000,000 in September of 1935, an increase of
#7,848,000,000,

Deduct the assets, including cesh on hend, the gold profit in
the Stabilization Fund, the Government's proprietary interest in
orgcnizations such cs the RFC, ard you have ¢ net increase in the
Government debt of cbout %3,000,000,000. But let us teke the larger
figure for the purpose of comparison. Let us toke the cmount of the
gross deficit.,

Should we be z2larmed over that situation? Should some of the
increases which I have referred to -- such as the $20,000,000,000
increese in the quoted value of listed stocks without taking into

account an increase of from $15,000,000,000 to $20,000,000,000 in
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the national income in one year -- give us any ceuse for concern
about even the amount of the gross deficit? Does it mean that we
are putting a great burden upon posterity?

If you will recall, during the ten years from 1920 to 1930,
while the Government debt which hed been $26,000,000,000 incurred
almost entirely in a period of two short years, was decreased by
about $10,000,000,000, this country at the szme time added
£100,000,000,000 or more to its new wealth in the form of increased
productive facilities and we purchased $19,000,000,000 of foreign
security issues and reduced the Federal income taxes during that
period four different times. If we could do it then, why think
thet we cannot do it again?

I should like to commend to your aitention Lord Mccaulay!s
"History of England," in which he recounts how the British debt from
the period of the contest with Louis XIV rose from 50,000,000 to
more then k800,000,000 and how "ot every stage in the growth of that
debt it has been seriously asserted by wise men thot bankruptey ond
ruin were at hand. Yet still the debt went on growing; and still
benkruptey and ruin were as remote as ever.!

I cannot read all of the statement but I am going to quote & few
high lights from it.

After telling of the repeated outeries against the debt, he told
how it kept mounting, yet how England prospered despite the prophets
of disaster, and he continues:

"The beggared, the bankrupt society not only proved sble to meet
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gll its obligations, but while meeting those obligations, grew
richer and richer so fagt that the growth could almost be discerned
by the eye. + "

"While shallow politicians were repeating that the energies of
the people were borne down by the weight of the public burdens, the
first journey was performed by stoem on 2 railway. Soon the island
was intersected by railways. A sum exceeding the whole amount of
the national debt at the end of the American wars was, in a few
years, voluntarily expended by this ruined peoplc in viaducts, tun-
nels, embankments, bridges, stations, engines. Meanwhile taxation
was almost constantly becoming lighter snd lighter; yet still the
Exchequer was full. It mcy now be affirmed without feer of contra-
diction that we find it as easy to pay the interest of eight hundred
millions as our ancestors found it, ¢ century ago, to pay the in-
terest of cighty millions.

"It can hardly be doubted that there must have been some great
fallacy in the notions of those who uttered and of those who believed
that long succession of confident predictions, so signelly falsified
by a long succession of indisputable facts. To point out the fal-
lecy is the office rather of the politicel economist than of the
historian. Here it is sufficient to say that the prophets of evil
were under a double delusion. They erroncously imegined thet there
was an exact anclogy betwecn the case of an individuzl who is in
debt to another individual and the case of a society which is in debt

to 2 pert of itself (which pays interest to itsclf); and this snzlogy
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led them into endless mistakes about the effect of the system of
(Government borrowing and) funding.

"They were under an error not less serious touching on the re-
sources of the country. They made no allowance for the effect pro-
duced by the incessant progress of every experimental science, and
by the incessant efforts of every man to get on in life. They saw

that the debt grew; and they forgot that othar things grew as well

‘as the debt (that taxes are high or low in relation to national in-

come) .M

At the bottom of the depression we would have been worse off
with no taxes at all than we are today with the taxes that we have,
(Applause)

"A long cxperience justifies us in believing that England may,
in the 20th century, be better able to bear a debt of sixteen hundred
millions than she is at the present time to bear her present load.

Be this as it may, those who so confidently predicted that she gust
sink, first under a debt of fifty millions, then under a debt of
eighty millions, then under a debt of one hundred uand forty millionms,
then under a debt of two hundred and forty millions end lastly under
a debt of eight hundred millions were beyond all doubt under a two-
fold . mistake. They greatly overrated the pressure of the burden;
they greatly underrated the strength by which the burden was to be
borne."

Thet was a century ago when the debt rezched E800,000,000. To-~

day that debt is nearly ten times that figure, end the standards of
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the people of England, not only the working man, but the business
man, are higher than they were then. They are far better off as
a society after carrying the debt than they were et that time,

Hove we not yet learned that what we cannot afford is not the
burden of carrying the national debt, but iz cn army of idle men
and unutilized facilities? For thc cost of what we lost in the last
few years as o result of permitting deflation to run far on its
course before checking the devastation -~ the loss in national wealth
and the nationeal income from idleness of millions of men and innumer-
oble productive facilities would run into more than $150,000,000,000.
The entire amount of our present natlional debt is less than four
months of the normal nctional inecoae,

It scems to mo that it mey be interesting to compere the picture
of Englend with that of the United States so far as debt is concerned.

The debt of the United Kingdom (ard that does not mean only the
central Government, it means all public budics) was 194 percent of
the national income in 1934, In the United States, the debt of all
public bodies was 74 nercent of the nationszl incomc. The total in-
tersst peid by all public bodics on their debt in Englend smounts to
8 percent of the nationel incomz; in the United States, a little
over 3Apercent of tiie national income.

I do not want to give you men the impression that a budgetery
deficit is desirable., I cnly weant to point out to you that it ié not
the serious thing it has been megnified to be., (Applause) The

serious thing is the loss of $40,000,000,000 in our annual national
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income, which the capitalistic system, vhen left to itself without
adequate Government intervention, brought about by the yzar 1932.

We shall not continue to have & budgetery deficit when the con-
ditions that caused the deifficit, the reduction in national income,
are corrected. As national incomc increases, Federzl income increases,
and as Federzl income increases the need for Government spending de-
crezses, because of &n increasc in cctivity, cmployment, prices, ete.

And that is the trond today. From more than %4,000,000,000 in
1929 the Federzl income dropped down at the bottom of the depression
to $2,000,000,000, and is now back at more thon {4,000,000,000.

The deficit whichreached ¢ peak in the fiscal year ending June
1934 was approximztely $4,000,000,000, rnd it is estimated that in
1936 it will be $3,280,000,000,

I should like to sum up what I think all this means to bcnkers.
I feel that you have every reason in the world to have confidence
that the system of private industry ond the system of private bank-
ing has o future if you will but profit by the lessons of the past,
if you will but do your part and step out into the field and extend
not the type of credit that you muy prefer to extend, 90 days or 6
months credit, but the kind of credit that there is ¢ demand for in
your communities. You don't hesitate to buy in the market finance
company paper and intermediate credit bank paper at ss low as one
percent. Why don't you short-circuit the funds and lend directly to
those in the community that are going outside and peying from 5 to

12 percent for credit from the very institutions which you are
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financing at one percent? (Applause)

¥hy don't you, when you are the custodians of ¢10,000,000,000
of the savings funds of the people, invest those funds.in the field
where such funds should be invested? They are the same type of
funds as the funds that the insurance companies, the mutual savings
banks, and the savings and loan associations are investing, end if
you are going to hold those funds and pay interest on them, you must
put those funds in the long~term mortguge market, in the long-term
bond merket, and you can do it with every security.

You are loaning on a basis of values that is not inflated, and
if you want the Government and the Governaent agencies to get out,
then it is up to you to get in. (Applause)

If you prefer to buy Government bonds and bonds guaranteed by
the Government, to act as your cushion, then you cannot complain
about the Federal Government being = competitor with you in the
field. (Applause)

If the Government had chosen or desired to destroy private bank-
ing, it needed to do nothing at 211l. In 1932, private banking had
completely destroyed itself. (Applouse) But the Federzl Govern-—
ment believed in private banking, and in privete initictive, and
in private business, and for that reason it scved the benking system
for the bankers to do a better job in the future then many had done
in the past. (Applouse)

It seems to me, in summing up the review I have made, that an

anelysis of the nature, the cost and the timing of Government
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intervention, and of the resdvery factors brings out conclusions
which are inescapable. Firgt, inh order to keep our productive proc-
esses going and expanding, we must meintain o reasonable balance
between our productive facilities and consumer buying power. Fail-
ing this, money becomes idle because it cannot find profitable out~
let for investment, unemployment develops becsuse buying power is
insufficient to absorb the cutput of industry.

This results in the commencciuent of a period of deflation. It
causes a contraction of debt, & reduction in spending, and, if the
eycle is sllowed to continue, this inevitably results, because the
cycle is self-zccelerating, in general prostration and bankruptcey.

It is as necessary to intervene to correct a situaticn of this
sort as it is to prevent e cycle of inflation.

There will be one thousand bankers saying that inflation should
be avoided and that public suthorities, public officials in the Re-
serve System and in Government should stop inflation, whereas there
is possibly a handful who feel, or at least have felt, that deflation
should not be alloved to go its normel end naturcl course; that the
nezturcl law should be interfered with.

I cannot recuncile these two positions. I see¢ no greater evils
in inflation than in deflation. In fact, I think of the two, defla-
ticn is far more destructive to bankers,

It is necessary to intervene tu correcet ¢ situation of this
sort, just as necessary as it is to prevent a cycle of inflation,
Only Govermment, which is all of us, is cepable of acting collec-

tively to offsct und neutralize the effect of the down-gwing and by
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its spending and the use of its credit effect the necessary distri-
bution that private capital, left to the individual, has feiled to

effect. Action tuken promptly by Government to stop the process of

deflation in its inception will tend to keep up the national income

end correct maldistribution and inequitzble distribution, and at en
infinitesimzl cost compared with the cost to socicty as o whole if
deflation is allowed to run its nutural cnd destructive course.

For Government to decrecse its spendirg ot the outset of a defle-
tioncry period, when every one clge is doing likewise, only accoler-
ates the forces of deflation and does not creute confidence. In
such ¢ situation cupitel does not flow into preductive facilitics
beceuse they are clready coxcessive in relation to consumer buging
power.

How can we say that individuals, corporations and banks, with
funds to invest, will be inclined to uses those funds to put people
to work, when funds alreudy invested cre becoming less profitable
daily, as buying power decreases and unemployment spreads?

Cenfidence in the business world is the outgrowth of en oppor-
tunity to invest funds profitebly. Funds are invested profitably
only when there is sufficisnt buying power to purchase the output
of increasing productive facilitics.

I have attempted to portray the effects and the evils of defla-
tion. ¥ie hear mush about the evile of inflution. How is it possible
to have inflation vhen men cre idle «nd plonts are idle? There can

be speculative excesses when surplus funds bid up stocks or real
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estate, but general inflation can only coire about by increasing the
means of payment in the hands of the people who are willing to spend
faster than we can increase production. We are a long way from such
a period of inflation. (Applause)

The idle balances of corporations and of individuals, even in
1929 with business going at a maximum, were very largely responsible
for the stock market inflation.

It mst be evident from what I have suid that we are in no im-
medicte danger of inflation as a result of o budgetery deficit or as
long as we have the facilitizs to produce and the men willing to
work. (Applausec)

Vie have seen from the experience of the past three years that
it is possible, through adequate Government intervention, to turn the
tide of deflation to what has been termed "reflation." Is it not
reasonable to conclude that had intervention come sooner and on a
more adequate scele, it would have token fer less spending end lend-
ing by the Federzl Government to arrest and reverse the process of
deflation?

The benkers above 21l have been the beneficiaries of the Govern~
ment's intervention., The Covernment alonc could and did replenish
the supply of deposits when individual borrowers were lacking and
when banks had no other profitable outlet for their funds thon the
investment in Government sccuritics. Banks bought Government securi-
ties, not because of compulston, but becruse they hed no other avenue

of profiteble investment,
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The Federal Reserve System has purchased no Government bonds,
has given no support to the Government bond market for two years,
and the present amount of outstanding credit by the Federal-Re-~
serve System is less than it was in the spring of 1933. The excess
reserves of the banks, which make money cheep, which induce them to
purchase securities ond make loans at present low interest levels,
are a result very largely of gold imports.

Banks bought Government bonds, not because of compulsion, but
because they had no other avenue for profitable investment. Govern-~
ment bonds, far from being a burden, have been a Godsend.

Those who talk about boycotting Government bonds suggest to me
a drowning man to whom a life line is thrown out but who objects
that it is an interference with his individual right and liberty to
drown. (Laughter and applause)

Specking as o banker, business man and capitalist, I urge you
as bankers to contrast the conditions and the prospects under which
you meet Boday with the conditions and the outlook of three years
ago and to ask yourselves hoW the transition has besn brought about.,

I am not prepered to admii that we must always have with us a
vagt ermy of unemployed. I am not resdy to confess failure in meking
our individualistic ceopitalistic soclety function so as to utilize
to the fullest the nation's resources of which, by far, the most im-
portant is humen labor.

I do not believe that we are so wanting in intelligence and cour-

age, or that we are so blind to the lessons of experience as to
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conclude that we are incapable of managing our affairs more prudently
and more effieiently in the future than we have in the past.

I do not gee how any thoughtful mon can challenge the conclu-
sion that in order to preserve our capitalistic system, our institu-
tions and traditions, vie must use such governmentcl means of economic
and monetary monagement as we now possess in achieving a greater
stability in the economic order and in creating conditions under
which our man power and productive capacity may be utilized to a
moximum in the production and the distribution of weelth.

The Federal Reserve System, with its authority over margin re-
quirements and -- under the Banking Act of 1935 -- its clarified
responsibility Zor reserve requidements, discount rates ond open-
merket qperations, is in o better position than ever before to
exert its influence toward the attainment of = greeter degree of
stability ond the avoidence of inflaticnary znd deflotionary extremes.

These powers, if exercised harmoniously, in conjunction with
those possessed by the Federal Government through the Treas -
ond to attempt to exercisze the divided powers separately or conflict-
ingly would bo fatal -- con, I cm confident, contribute much to the
tchievement of a stable, orderly economic progress, free from violent
extremes, and conducive to a maximum productivity and distribution.
This involves neither a regimented nor & restricted economic order.
It cells for Government intervention only to the extent that the
exercise of governmentel authority affecting monetary and budgetary

fectors may be a stebilizing and corrective influence in an
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individualistic, capitelistic system when it, left entirely to itself,
gencrates distortions, lack of bslance and cyclic extremes.

The Government must be the compensatory agency in this economys;
it must unbalance its budget during deflation and create surpluses
in periods of great, business cctivity.

In the light of experience and in the interest of the public in
general ond of private bonking in particular, it ssems to me to be
conclusively demonstroted thot business and banking leadership should
lend its full sympethy and support to the kind and extent of Govern-
ment intervention that I hove outlined. Only then, it seems to me,
can private banking be assured of safe and profitable operation in
the future and be freed from the uncertaintics due to recurrent

evils of booms and depressions, (Applause)
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