mystery Yo most pe

{7
¢ RIDIO ITLERVIST,
Tartloy Coliffin (leriford Tic

. »
LaAT NSRSy

but that's abzub nlle
£ Foord of Qowerno

ia our pucst.

Qe = Governor Drepor,

PN Ny 2 1(
gome thinre abo

livas, but 1 hoydly Inse heow to bap
ro?

Se == W0ll, T
tho monoy poople spend, ol
coutral peol of funds

gome of Ll Lanks in viich

#o ca the

of wotehing ovar 4ho nationts cerodit

Irdustry, ogorleollurs, caploy

== Tho Fedoral Reszorve Sysiont &

Today Qovernor Erncy

5 of © ho Vedar

soul the Foderal

Criffin, 4he
arg itha

thad naloes

LTAUGE Jo

(3] LN
Hoplias

2
Scptcr.u 25,
plonoor &

\.“

IETE e

3
it

>

sl Reserve Systom st
our lis%cnora would 14l
Rezervy Sysizon thet touch

I to questisn you.

Foderal Nz
choecly Chey wirl

e kanking sysiom strcn

roaple oop thedr monsy, ond

Doaxd of Covormovs Love tho o

ent, and pricos.

pes rees _
10 MIULTIR Porm

e3) and Governor Draper a

aten ard itz reluilon

Cur worl

T ey

t T" b SRR ﬂr‘
A FUULS Saomry;

Dze
L‘ /. "r / /

ST R

B
4 ® deop

oplee Tig know 1t han to do'with momny ond crudit,

b 8. Lraper, maober of

?ﬂ A.ﬂ’x UCA...

AN

9 to bo $old
thelir own

Can you help

S, hendloa th

P ity o ines
Cooe ohiore
caronsibllity
+to tusineas,

it dlreotly

related to the currency and chouklook thst erc in everyora'a peckots

e Thal ¢ortalnly touchss my lifo.

l4

this whole nuage
prices, Corernosre Irapor.

tion = wgoa tho Sonrd doal w

XERO
coryY

Ure3 W rugh

hooso gors dewils Yo

with that problem?

XERO
corY )

Cut wa can't po into

1 nanitioned

tvorybedy iz coucorned Just now over infla-




-2 -
he == I doos, Mre Criffin, 4though of course it i3 zob the

only pnpency flmating to curd Inflatlicn. Yo dsal with the credit

o0

vapset of Inflatione The cash aspoed, no doubl, coxme
vou Jmwow, thore is today about §3.73 iz czsh circulabing in thia
notion to avery 81 that was in circulation in 1939 211 this cash,
eoninst & glords supply of goods fer sale, has foreed pricoc ups oW,
if on %op of all this cagh you alsd had peoplo rumaing into dobt 4o
buy goods eo thoy used to do, you would have inllatfon indwed.

Ge =~ Snd the Board cf Coverpors ls doing sczeiliing to cut
dowm buylng on credit?

B == It 15 indoed, lre Griffin, throveh what wo know as
Regulntion 3, iscued by the Doard prior to Pearl Boerber and madified
from im0 to time since thome Th'a Neguletion poartly linits the
Luring of geods ea term payments or inctalzments, arnd also to some
extont the ugo of charge-sceounts at stores. It mokes &% just =
1ittle horder for pooplo to go inte debt to buy gooda, ihoreby having
an lmportant effaed in rollieving the uwprard prossuro upon pricogs. It
algo gpseds up tho paymont of dobi while tinos sro geod, sud thorefore
leaves people In a vottor end gtrengsr flnencial pesition, Thiz Regu-
la%ion, wo ora convincsd, has gaved untold millions for tla public.

Qe =~ Iz this & wortino control?

Juatzont econtrols %o waich

Ae == 1% wna, and 1t iz xmow o resd]
tho altuaticn very corafully end change the epulation according to
corditions. MOuity rocently, cn Septexzber 3 in fact, the Doard

shorioned the timo-peried on cortaln cencumer credits from 12 to 15
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montliz, end also Inoroased the size of a rogulated instalmont-coredit

fron $1,500 to 72,000, in order %o reduco infletiocms. The lugincas

men who coll geods on crodit or finence instelment scccimts have
cooporated splendidly. Bo far, tho possible results of runawny credit-
buyins upon price infletion have eex kept woll in hond.

Qs == That 15 cortoinly dmpertant to all of u3e I chall
remamoar Regulation W next tlizo I want do run up a bill when I might
ruvah batier pay caushe Dub what absub the other side of feliabion?

That about tho use of credit fn producing mere roods -~ does the Sosrd

of Covrornors aige deal with that?

»

Le w= Tho Tanling syston os a vhole i tho cowes of proe
+

.

dustion erodits, lre Criffin; bank loens Yo productivo cocorprise
havo fncrensad off late, wnd ns restrictions of productien are eseribed
to tho crodlb systeme Bub our probvlens change; durinsg tho war, the

expansion of wor prodestion waz the Lirat order of buzinozs. o 1902
') 7/

the Doard under cuaorgoney austherity granted by the Frecideat lsazued

¢

itg Pogulation V, wud tho reosvlt was ono of tho post esrnsing achlave-
renta In the bhistory of Amorican crodits You will remeiver ihat war
contractors lavpe and suall, old and now, oxporicnesd crd inomperienczed,
hoed %o hewa fumds Af thoy wore to produce <he materinls of war. Soue
of thero ricka wore too pgroa% for tihn banks; e banl: locw hos to bo
adequotoly sccurcd, and many of ths Xiew var coabtractors leocked ndequato
socuritys Uxdeor Heguletion ¥V, tho Iederal Dosorve System with tho war
progurczent ggonelos bobind it zupplied that nocessery sccurifiy.
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which, whon a bonk made e war lonn, 1t was protected in wholz or
port azairct lasze A Veloan was sluply o bank loam, som2 port of

LYo "o

which was covercd by this insuranco. So remarkable were the rosults,
Yre Griffin, that in less than /; yearz' tise the barks of tho natlien
lonns 10 billlon »C0 millilon dollars to war preducers -~ loans in
rony cascs that thoy cthsrwiso conld not have made == uxder provectlon
of Rapvlatlion Ye The losges proved o de extromely small -~ caly
abous iz oents om 100 of asuthorizsd credit. 8ixes the banks paid a
crall feo or premiunm for tha guarantes, tho V-loan systen broke
btly better thoen over im ths onde

Ge w=~ Tea DLllicn dollars in bapk croditl Thnt is culis an
echiovenoanlie 3Sut what about this guarsatco plan? It helped {o win
tho war - cen’t seon gintlar ploxm help to provide & flew of finds
for preduction mrurposos in tinme of ponce?

Lo we I gan, X1e Oriffix, and thw Ioerd of Gevernors has
esked Congrean for tho logel power %o usa thiz same plen; to ald swall
businosse I o groatly intecrested Ln amall dusiness, nc you may know --
ved vy carcer ag o smnll business ran, and the problems of the
1i%%le independont entorpriser ere very clese do zy heart. Iow, ono

of those problems &5 a crodit prodleme Onall business often hos

difficulty in gotiing onoush ereddt eb tho bands, and Lhe btanker In turn

N
often hae Aiffiecvlty in raling loama $o gmall businesc. 1% would e
for $ho pood of $he nabion i ¢ho rclationzhip bolwecen Lanking end

cmell business were oirexjthoned, and this some guarantes plen that

worked oo woll during the war would do, if wo could apply &%, the boat
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Qe == Lot 1o gee if I understand thats Suppoce I o1z o onall
Lusinoss moe I go to ny bankor for a loans 2y tusiness is in protty
good thape, tul he turss me down, 1ixits the axount, or shortens the
timo of paymente Why i that?

As == Tzually beeause you haven't onough securlity ‘o put up
yohiud the lesn. The banter raet have edequote security aznd you cantt
blome hin for thade. Omall eateorprises de o large volume of business,
Bt a5 & rule thor Ravex't mach in tha wey of property or othar anccots
with whiclk o socours their bzuk borrowinsse To provide tho small
business with some edditional zecurily, whickh the bank wreald accept,
{5 tho Loy to 4¢his dilfficuliy.

Qe == Thon you sugzect that whea the coell businoss mad
noeds funda, ond hacn't quite enough gecurity Iud is othorwiss in
rood shapo, tha Federal Rescrve should, go to gpenlt, increazs Lho

security bebind his note ol the bank?

Ae == Thot g whet 1% virbuelly zcounts to, Lre Criffi
Thad tog what was dons Tor tho war producers durdng tho vor -- ths
covorzaaent through the Pedoral fHeserve Sroten agreed to tal
part of tha loan i +ha bonk ashed 3t to, thus shoulderlarn rort of

£ 4ho plole Thiy zssurcnce that part of & doubiful lean can be sold
by the Lank et any 4imo wnckes the eredit culffioleontly cound, from the
belt woint of viow,.4e he grontod. Tho Board of Goveriners Lolloves
that o plen that worked go well during the war ouzht net o Lo
abandenad, btut should e epplind to tho eredit probloms ol =i 11

businezs durlnz this perted of recdfustomonts Dub wo 1eolz adeguats

legal cuthority to do ite Sho Doard has asked Congracy %o rrant the
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needod authority, and tho percentags guaronise plon for omall Lusineas
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evse and Senats. This ic & well-togled plam; dho m
proved in pra¢tice by ton Billion dellarst worth of experisnce. I
firzdy balisve that mmell business wea chould get bohind the Wagnore
Sporee LILL, cor & L1111 of simdlor characior, mnd thal 1t chould s
passcds  To puy 1% anothor way, tiw Velozm osystaa thel sueccadsd eo
aaandngly durdng tho war should beo mads a reguler feature of the
banklny; systen mid used 1o solve U credit problem of swall business.
Qs =~ Coverzor Draper, Ccansotleul o very laresly a soall
business Stute and I em oure oy of owr llstoncrs have Beom groatly
interested in what you have had fo paye Thexk you for your ¢lesr
e¢xplaraiicn of those difficult credlt prebleme, srnd when wo haur of

Reguladicn W, Dozelaticn V ond Km::ll—h sinesa partlal guarantse »lan

in ths fuburo, oo ghall lnow bobler whal thoy noume  Shoad yous
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