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¥r. Dodze end Fellsw Panteors:
It is a privilege for me to present to this guthoring the
vievpoint of the Federal bunk supervicory egencles with restoct {o
3 ) gy o

the ADA program.  Vhiile I cent speek for the varlous State super-

vivory suthorlties, I have mob recently with the Prezidont and the

Chairmon of tho Exscutive Committoe of thelr Mationsl Azsocintion.

.l

znd T can spmure you that the offieizl aftitude of thot Ac bion

iz ene o1 wholoncurted appreval of this campaign.  “o one could have
roagonably expected thet wny supsrvizor ~ Federal or Stnie - could

<o other thon apirove and support this orpaniszed effort 4o ropirain
By voluntary means furthor ezpsnsion in bank leans. Tn Tact, thisc
program of the AEA goes hond in Dand with the Joint statomend isoued
lant Novenbar Ly the three Federal egenclef and the National Associa-

tlon of fupsrvisora of State Runks.

That appeal by tho supervisery awthorities was addrzaced to

&

cont through thedir boards of ¢

bank

~N2d

ax the time no ogoncy of private barking orgenized for o

2

restraint to whielh the bank supervisors esuld 23dresns Thensalves,

>

flapplly, *hat lzck hus now been filled by the Americsn Yanors Associo-

Tlos: through the announcenment of this progrem Ly Preslient Dods

Lhad

to duplemontaticn through the seriss of pilot meetings now

Adl of ug who fharoe mwy zeasure of repponcitkility for bank
eredit policy must hove o oxsal coneern in the success of thiag prosInn.

Indead; ve havs an enzlous concern. It is now almast wniversaells

recognized that the infledilon has progressod to a polnt of rroat danger
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Ouz eccnenyy, useid peing released from the hames
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e wne ewfort, has not been able to moinbain einbilidy o upits of a most

suceesuful roconversion to ¢lviliien production follesed by an impresdive

inereane In the volune of physical production. DBud this dustetility is no

reflaetion upen the inhevent superierity of our ayniom of Ireo ontsrpriso.
He 1 oecan bo expected to perfern perfectly wasr wholly diviomel conditions,

nero naver vas & chance that our niyslenl produsbion could in 2 yocr oy two

Seed b

inerease sufficiently 4o accomnodaba the wolime of spendablo funds ascrsulabed
ty Individusls snd businesces during nearly flve years of all-out preduction
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vhether posiuay veoncnde stabllity couwld have been achicved by

difforomt conduct on the pardt of Goveorumont
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cenarately or in cencord, will rosrdn o swhject of debote vine to
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goage Do pelnt I o wish o stresg at thds Sime is that

inclinablca by fhe puhlic or any rvsoponalble gource to Dlane ihe bankers

The buakers, elong with

illions of othors, hnve been viching —— znd nol the ianstigstors — of the
E ~ Tyt r s», R e I L " bk ~ s g 3 e T e . -
inflatfons lousvey, Ln view of zors voeent evenbts, orguaiced bankdng haa

% Ay . LI WS Yoy liyye & s b o (RO . I R
voeoauined o roroasibility for fubure inflstionary daveleopmonte in the

A 1iey
nenidne feld, Therelovra, tholr actlons heoceloith, espocielly in vier of
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assiwepbion by tham of & Loading vole in conbabtiing the infinticn on the

uw
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crodlt front, wush baay the spotlic¢ht of public appraiezl,
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e soverity of the Inflaticunyy situvetion
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palgn. It would be wvastly eazsler if there woro some assuranse tiatb
tha Velimate" in the money merket would be eonducive to rastraint,.

I bank resorves could be kopt relatively tight, bankers eould resirain

lean exmansioa with less criticisa from thedr borrowing cugtormers, The

aost difficult tusk for you bonkers, but onc thal in €1l 1ikellhesd
mish be focod, will be to forege increasod loans or invcstuents sb the

o

very tims that you fird yourselves with excess reserves, or with the
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moons to obiain ndditlonal reserves readily., Withou
solnt further, it scrves to indicate the degree of gelf-diszeclpline

which will be roguired.

Dub {orewarnad is forsarmed. The educational phaze of Lthis
cenpaizn should impress upon benie s tho necezalty for restraint Yy

o

21l tanks, regavdlecs of tho rolabive liguidity of irndividucl Ingii-

toms. The rosulits we sll hope for cannny be giticined if & substan-
$ial propovticn of bunkers fsel thut, hocouse thelr owm Arstitutlonn
arvae not oversxionded, 1t Lo the obher fellow vhe must exerelisgs the

.

enabrustive bani-

rashbraint. It dse
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ndocd & situction thab calles for
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vy - 3 1 P X . ched .
irg, co opbly deflinzd by jour pregident 4n an article published lnst

- 2

Dekabor, seoan afier ho avcured hic pre sent high office. Thin Lz tho

cuobntlons

“Gvnstx'ct va banking ineludeu nali 1 certain
tact lomns sre good for the torvover over the longer ternm
ea woll ns lo mooblug Amnedists nesds or wants; esplng
Towarsd frq» metarising on gpooulaiive trunsa aotions and
{rg ooasible uprepayablo debh; massuring She effect or onx
odividued neta on tha .uticgﬂ ¥ ing e3 «a
wholsy not aboalng soaob iﬂwccbmsn, stendords
br o wist seanzary to cgual or excood the
toria of othe roliciss ars nobt savnd or who
have o difforan ohligetion or rusponsiblility o mosd;

£131 our essonblinl funct.o:s of pagl

and telng wronnl ing
E N - 1 fen s
ond deposlil an ney lazng ab the tine of grentes
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vhile atl of the akove preceopts ave praiceworthy, I think the

g conbained in the
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foundetion upen which this carpaign must be built

1s upon banitors o weasure the eifect of their
s
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ena phrace whlch ca
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e natisnzl econcny aad banking as a whole,
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in one respech, the peaitien of the Federal Reserve Sysien

with vezard to this progrem calls for a word of clarification. Ao is

well known to bankers, the Federal Reserve has two digtincel, though
closely related, functions in the banking {ileld. Liks the O0fLflce of

thic Comptroller of the Currency, the Federal Depesit Insurancs Cor-

soraticn, and the verious Staete : Zank Comnissionsrs, the Syslen

. - hl\)

pank mupervisery functions. Thesz funciioneg are nermally Lmplemanbed

thru the Podorsl Reserve lonks and are concerne @ vwith the credit
policles and praciices ol the member bonks,

It ehould be emually well xnown Lo bonkers, rnowever, that
the Fodersl Rencrve Sysbum has respensitilitles for metlonsl nmenctary

and credit conditicno thet lie - parbtly at lengt — owhedide 2nd beyon

the funcbicn of bunk sapervision. At tho time ol the relenge of the

Jolnt stebeuent by the Fedaral and Stabe oupersisory agensles salroady

od o separate sbabenment, az {ollows, and I
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reforrad Lo, the Do

.

mobe:  ~The statenent by the odoral and State

entitled 'ionk Credit Polley During the In fotiont, was perticinoted

4

in by the Feard of Governers of the Fedeoral Neserve Systen cn the

baslis of itz benk cupervisery responsliilitdes, The siatonsat obviouely

A% o B
Atake sl den

doos not esnesm SLgelf with the Systen's functions in the ronebary field

nor its jolnt responsidbilitles with the Treasury respectin, deld manage-

ceab,.? Unovobee The suseceszful munsgement of the pulllc debl and the
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ralated opan mrkebs opsrations present problems thsd may well hacone
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critiesl even thouzh the co mercisl benking systen accomp
suhghential Testreint of bank credit expsasion. It is pertineat to
roint out hera that other investors™ hold =& graoter ngyregais of

merkebsable governmandt sccurities thmn do the commerclsl bsnkz, end of
such holdings, boends meturing or eallsbla sfter five years arc ucerly

taras times the cmount of 1iks maturities held by the commercial bunia.

alee of such Bonds by "other dnvestora,® notebly iasuvrence componlas,

{13
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do no%, undsr prosint condiilions, atirmct purchnses by pr Leata-iavoantors,

Concaruently tar Ressrve Syshen elepe in as tuyer ond this unferinnntely
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aids to mexbsr benk Togerves Just some a2 though the monds hod besa

gold by comuerclzl benks. Should cueh a developmeony otlain lar.e pre-
sortions, thoe fwserve Svatan would have na other altarastlve thsn to =gk

for lagizlation. There im nomwesant nasd and we hooo thnt thle prograa

Pl

ol the ABA will bte safilciently eoffcctive thrt the Board would net
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it necessary o nmike use of nay sdditionsl oovera,

informed that ia «ddition to the thirteen pllot meotlngs bhuling

4
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conductad by tha A4, other mzetinge will he held &% oiher points by the

Le nazocinblona, ia order to dnsure that thg wrogren Lo fully

vy 3 e 2 § - L -1 v
Lmplemznted I avsry nart off Yhe couatry. T rm opure the Fedarml Dezerve

Pt

Banks and thalr 22 would T henoy o agsist in ony way iy exa

17 conaseiion with those asatings or sany other phage of
guch activibles, they will hava the fuilest approvel of the Do.rd of lovernors

In Wrshingion. snd I sm sars, also, that the reglonal reproguntuilves of
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re Comptrollor of the (urreacy snd the Federsl Deposit Ingurznce lorpor:
w

tisn huve the same Geplre to cesist in this campalsn.

Gentlownom, tha thougniful prese atations by ths pregeding speakers

b

nave impreased me grzatly. There hap been no ablempt to 7 mininizs the
provlens and pany helpful sugzesbions have been ofisrad. Io thas meln,
it is a problea of sub Cordinating the immediste to the loag view znd the
tndivioual advaniege te the wellure of benking az & wiole., Yhile tho
Lesk is & hasvy ong, tho opp nortunity iz corvecs snondingly graat. it ie

ths opnortunity of privato hanking o show leadership during & eritiesl

oeriad in our commbiry's econoxic nnd {insncisl history.
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