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In fzet the svidences of thls groot advence surround us in such pro-
fupion oo %o moke our children blasé, nnd te dull thoir copacity to worder.

The rcproductions at Williamsburg and Sturbridge of the frcilitles of the

"zood old deys" Jdrive home, even to the vnimaginative, ihe sherp cortrogt in
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nodes of living then znd now. Not onl; refrigeration displeced the icebox,
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gtories of the iceman, but lessercd depend-

end made obgolete the once fand
ance upon the herb gorden s well, To present {resh excmples of the rosults
of tochnical rescerch, such oo entiblotics, o submorine powered by cionic

onargy, or isctopes relecsed by atomic fissgion, ceems to redegnue Lo o post era

equally emazing developments, walch I grow up without, end which nre venlly

Ll

very, voery new:s  rodio, modar, sulfc drugs, color television, oand electric

computers. Ve arc just beginning to geot the nows of the cdopticn of such

commutors by o few compenies, including Generol Elcctric, Motropoliiton Lifsz,

cnd Jomn ilencocis, for use on pay roll, cost, and other computotions.
If we turs to finance, its nedornization is not confincd te the

introduction of nmechanienl deviees. The field bos secn greot strides in the

dirvction of fincneinl stobility. VWitness “he epporont strengith end resilience

of our finrmeinl structurc to withstond shocks, whether
tionory. Maeh of it depends upon our centrul bonking systen.
The mein purpose of the central banking uechonism, the Federcl Ru-
serve System, i1s to help provide enough credit and money to foster o high
ntion of the nation's physizal resources, technicel gliills, and monpover
without inducing inflation. I+ 1s towzrd this gonl that Foderal neserve pelicy
is directea. laintenonce of the right amount of credit ond moncy ot o given

tine for given conditions is ot the very heart of the contrel bonliing problem.
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It ip o ~esk thnt requires constont obesrvation ol the intricate money market
mecharniom snd frequent——ofton deily--adjustments. It is not one that con be
concveted on the basis of rigid, mcchonietic ruiles, but involves questions of
Judrment.  The requisite procedures nnd bvosceg for declision cre contiruslly
and improved.
In additicon, the funas of most depcsitors in commerzial ond savings

loon cppocicticnsg are protected by

[oN)

bonkes, and of shoreholders in savings on
Federzl insurance; steck market credit le regulated; a Fedornl cgoency o
chrrged with the responsibility for protecting the intercests of the private
investor in the securities markete; and the emergency nceds of the commercic!
binks for crnsh con be met by borrovwings from the Feodersl Rescrve.

Privote finoncinl mechonisms hove also been intreduced in rocent
dacedes that help prowote finarcinl gtability and growth.

The direct fincncing of consumers has growvn greatly. It encbles
individarls with low and middlc incomes to ccouire auvutomobiles ond hounchold
aopliancces with more fncility cnd ot moderctc cost. In tho m;in, such crodit
hos been extended cn ¢ sound busls with adeouate down poynonte and monthly
repayments within the meons of the purchaser, cnd gecred to cover the totrl

enst well within the 1live of the nrtitéle acgquired.

Sceonaly, term lending to businegs concerns Lrg been
commercicl banksg, 1ile insuronce companies, znd other institutiorsl lenders.
Such tending hag tended to cdjust the armount cnd choroeter of the credit to
the specific purpose of the borrowing, c«nd to schedule its repoyment over tho
gnrning 1ifc of the fncility wcequired. Commercial bonks cnd cormorcinl

finoneing companies hove provided additionnl nigher-risk credit to buziness

firms on tac bosis of accounts rocelvabie, ficld wnrchouse roceipts, ond
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gsponific items »f commerclcl endé indusiricl coquipment. This hos nided smell

end mediuw-sized firms s well os morzinni borrovire.
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hese never types of business Jironcirg hove wendod to pizce nore

Totinte- ond long-term funde ir the nnds of credit-worthny tusinesszes;
they hove tended to make funds ovoiloble on terms not only so

the borrowcr, bul scund for the leunder aund the geaercl zeonomy. In ccdition

to thege privote {inoneing technigques, »ublic crzdit cgenciles rove stood

il

rendy Lo moke cortain types of dircet lorms to formers -nd to deserving smoll
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bapinessses te fill zops in the suppl; of funds from privote institutions.
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Thirdly, more of home-mortgngs fincacing hos wwken the form of long-

torm, cortized loons, instund of short-term, single-poymont Joons. This

~

development has lessosned the borrover's risk of an uncipocied deomond for
repeyment or failure to cbtein renmcwni. Like term-lending to kusinces, this
form of mortgope finoncing clso genrs thne ropoyment ochedule to the cbility

of the borrower to meet his oblizntions cut of incomc. Moreover, tie guniantce
of mortzoges has freilitoted the development of o notional market through which

7 n
]

capital-scorce croas can tap the funds of thooe areas witih on obundrnes of

Pirally, in forelgn {inrncing, therz 1ls the recent resurgence of

”

bonkers! ceceptonces. A revivel, in thie country, of 2 mirket for bhanlkers!

roceptonces, as active o8 that of the 'itwentiss, wouid lacilitote interns-
tioncl trongoctions. Murthormere, 10 would holp estoablich the structure of
drr-to-dry finoncicl reletionships requirzsd os uncderriuring for lonz-torm
internctional lending and berrowing

The problem of insuring growth without inllaoticn iaveives o correcs

cperalsel of the future rote of cxponesion chot the cconomy can sustoin.  This
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sprelsal necds o be mrde with ns much precision as prophoey of future hoap-

o5 wild permit. Incsmuch oo forscosting invelvds some projection of
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present tronds, the ennlysis of the lavior wust be copproached with renlicm
and cohjsctivity.

But approiscl of the future is not enouga. To keep cxcessive

optinien or ebullience in lensh reguires prudent judgment, and is the over-—

siness executives cnd of lobor lecdore, tuit

bter hoeve uwnususl opportunilies to sscure on

overzll view of the eccnonic scone ond possoss excepiiconcl experience and

In post gensrations, naay forwnrd movemsnts thot cppenred fo be
o

gsclidly boced were injured or destroyad by leck of sufficisnt coution ond

judgment to curb over-cxpansion and over-borrowing. Whot I am suggesting is
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1het mony of the grest finnnciol crises whiclh have become nort of our busi-

ness tirdition were the unhappy result of speculative excesses snd a too

e

P eredit. Lthough mary cf these forwvard move-
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exuberent granting and use o
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ments were soundly conceilved and financed in theilr beginnings, they fell into
diffienlty later bocause of lack of prudence. It is superfiluocus to cite the
historic casos of the bulbs of Hollend, or the Miggissippl tubble, or the
railrecd boom that preceded 1893, beeause many of you are old enough to have
nersonal recollections of more recent crises. Thore waeg the Floridsn land boom

in 1926, ond the overberrowing abrond thot epolled our forzign londing

between the two world wars, even though sound arrongoncnts hod becn worked out
r botucen regponsible governments send responsible bonking housos.

rkot boom that wes boiloonsd skyword by billiong of

of credit untll its suddcn return to corth after Octobur 102%, Thers
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were the dLffTlenitics crncovntered by the plan o

lise morigoges during
the 19Z01':3 The lotter illastrotos how o scherme caleoulated to mect o definite
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neod {ond vhich would have contributed to
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tims) wng spoiled by o toc-liborel evpraienl of recl csitnte valuss, cnd by t
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in our current striving to provide hecliny and coantiauing

such guestions as the folleowing:

crowth without infletion, wo

I8 the 1 211 orcos of current ex-

FA ATy 4

(e
Ui UL no

wortgroe credi?

Iale

“ect upon existing rool

will b its vwithimote ef valuss and

R o T [T y Lo 23 gt . £ e b e ey
rlying cebt?  Is the sxtorglon of the prirciple of goverment muaran-
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tecs in the morignge aroa Likcoly tc pesce for the Govermment fuiture nroblems
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of disposcal?  Is the »mublic inteorast cevved whon crzdit is gronted

persconal cerperate empires?  Did the growth of eredit, ouvher

identificble a3 security loons to broliors, denlcers, 'nd

to the recent rrpid rise in sgtock prices?

e bosic
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My concern zbout cuegtions like thege orises out of the
question: How can we provide fcr continuing and healthy growth in the cconomy
without inflotion? The need for oxpansion of credit ond money in o growving
ecoenony s obvious ond needs neo argunent. There are meny exawmples in history,
not too cnelent history ot that, {to ghow how cxcessive and unsound

£

credit oxprneion con thwert the development of o progrossive economy. It is

cs will counterrct wishful

cur common vespensibility
onthusizems ond pormit the full florering of on economy sc rich in promisc and

in hope. A period of exponoion offors gencrouvs revrrds for courcgs ond hard

el . N, [ T N3 A~ 1= . N T e - o R -
work, but of 2ll phages of the business cycele it cenils most loudly for the
. s e P I 2 N - 4
crorelse of prudent Judgment.
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