i

~_ _WASH

1. BURROQUGHS CLEARING HOUSE—April, 1945

23

INGTON VIEWPOINT -

By ARTHUR Co WIMER; Washington Correspondent

The Treasury's Inning

IHearings on the International Mone-
tary Fund and World Bank before the
House Banking and Currency Com-
mittee had been devoted largely to the
presentation of the T'reasury's case as
this issue of The Burroughs Clearing
House went to press. Bankers sched-
uled to testify had not yet been called.

Seeretary of the Treasury Morgen-
thiau opened the hearings with the
warning that amendments would en-
duanger the world security plan and the
request that the legislation be passed
before the San Francisco conference,
April 25, “We cannot say that we
will join the other nations in an organi-
zation to maintain peace,” declared
Mr. Morgenthau, “but will not help
to remove one of the most dangerous
causes of war —economic dislocations.”
He maintained that another monetary
conference might be necessary *“‘in
2 case Congress makes substantial
1ges,”” and added that “if Congress
proves, 1 have reason to believe the
other 44 nations will.”

When asked about the position of

lh.e banking industry on Bretton
Woods, Secretary Morgenthau told
the IHouse committee the Federal

Reserve Board had voted unanimous
endorsement.  As for the banks, he
said that some associations were for
and some were in opposition through
their committees. Presumably he was
referring to the action of the Independ-
ent Bankers Association in disagreeing
with the American Bankers Associ-
ation on the fund.

Treasury spokesmen following Mr.
Morgenthau were eritical of the ALB. A,
plan to drop the SX,800,000,000 fund
and limit the banking and stabiliza-
tion program to $9, 100,000,000 under
the bank. Dr. Ilarry D). White,
Assistant Seeretary of the Treasury,
and K. N Bernstein, Assistant Diree-
tor of Monetary Rescarch, argued that
the proposal would -he altogether in-
adequate for stabilization and recon-
struction loan needs.

In a week of questioming, by Repre-
sentative Crawford of Michigan and
others, Dr. While many
( tions on the fund and on the bank.

1 the matler of gold, in relation to
the fund, he stated that fund members
would agree to maintain the value of
their currencies in terms of dollars or
gold, within 1 per cent ol par. Ile

answered

stated that curreney values may vary
up Lo 10 per cent without fund permis-
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Now holds the purse strings

sion, and that further changes would
require approval by fund managers,

Changes would have nothing to do
with the fund's assets, he said. 11
currency values should change, na-

tions would have to deposit additional
amounts of currency or gold in the
fund,

The bank would concern itsell with
long-term loans to rebuild industries,
ports, power plants, waler syslems,
and development loans to create these
facilities.  These would not usually be
direet loans. The plan s to have the
bank and receiving governments guar-
antee loans to be floated by private
banks.  Guarantees would be made
only when private loans could not be
obtlained al “*reasonable interest,”

The State Department supported
the T'reasury appeal for Congressional
approval of the. Bretton Woods agree-
ments.  Assistanl Secrelary of Stale
Dean Acheson stated that the impor-
tance of the achievement overshadows
the matter of detal, When asked why
the bank could not handle the
assigned to the fund, he stated that
Lthe problems were Loo difTerent. Oper-
ators of the fund, he stated, muslt
walch international transactaons “every
day and minute”™ while the bank was
to concern itself only with long-term
lending operations,

Lasks

New Loan Administrator

Fred M. Vinson, new Federal Loan
.‘\dnlilll'ﬁlr.‘lfilr. wis conlirmed l»_\' the
Senate without a protest, an action
that was indicative of his standing.
He has the respect of Congress and is
well known and well liked at the
Capitol.

As Director of Economic Stabiliza-
tion for the past two years he has dis-
played a broad understanding of
economic problems. Ile is known as a

student of affairs and as a skilled
politician. e has shown the ability
to withstand pressure,

Mr. Vinson may be expecled to
administer the wvast aflairs of the
Reconstruction Finance Corporation
and the other government lending

agencies with thoughtful consideration
to the questions involved. Ile is con-
sidered more liberal than Jesse Jones
and more amenable to administration
ideas but a man of decision in his own
right.

Meanwhile, the Reconstruction Fi-
nance Corporation, chief lending agency
under Administrator Vinson's general
supervision, has been in the news.
On March 1 the RFC introduced a
new liberalized “guarantee’™ policy in
connection with small business loans.
It announced a willingness to enter
imto agreements with regional bank
credit pools or with individual banks
automatically to take a 75 per cent
deferred participation in loans up to
$250.000 to help small business.

This 1s the first time that the RFC
has been willing to give assurance of
participation in advance, before taking
a look at proposed credit extensions.
A masler participation  agreement,
much on the order of individual de-
ferred participation loan agreements
now in force, would be signed by the
bank or credit group and the RFC to
cover Lhe loans.

. * L

Seventh Drive Innovations

The S11 billion Seventh War Loan
Drive has been deliberately fashioned
to curb intlation, to himit the rse in
bank earnings, and lo point toward a
further reduction of interest rates on
Federal seeurities.

With the exception of a shift from
the 2 per cent to a 1'% per cent coupon
bond, and inclusion of a 214 per cent
bond, the Seventh Drive securilies
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~ YOUR BUSINESS

& depends on its records
Will they keep?
/A—u

They will, if you keep
them on cotton fibre paper
made specifically for record keeping

Weston yoper

The makers of WESTON paper have devoted their entire skill, experience,
research, manufacturing and testing resources for several generations to the

one purpose of creating a complete range of papers worthy of the responsi-
biliry far carrying and protecting those business records that are worth keeping.

As you value your records take the simple precaution to place them on
paper made specially for the job — WESTON paper. Your supplier will
recommend the particular kind and grade of Weston paper best firted for

each record keeping purpose.

B e

are similar to those offered in the Sixth
Drive. They include the Series E, F,
and G Savings Bonds and Series C
Savings Notes, the 214 per cent
coupon bonds, and the 7§ per cent
certificates of indebtedness. Goals

' have been fixed, however, to emphasize

sale of Series E Bonds to individuals
and to encourage purchases by other
non-bank investors. Of the $7 billion
quota fixed for individual subscribers,
$4 billion has been assigned,to Series E
Bonds..

In setting a $7 billion goal for indi-

idual sales, the Treasury topped by
ﬁbﬂiion the total of such sales in

ixth Drive. ‘The Series E quota
of $4 billion for the current drive com-
pares with $2.5 billion in the last cam-
paign. However, Treasury olﬁuah
anticipate little trouble in attaining
the goal for individual sales because
of the long sales period.

The Seventh Drive does not get
formally under way until- May 14.
From that date until June 30, the
official promotional effort to sell securi-
ties will be made. However, sales of
savings bonds and notes from April 9
to July 7 will be credited to the
Seventh Drive, and this extends the
actual individual sales campaign to.
the unprecedented length of nearly
three months.

During the final phase of the drive,
June 18 through June 30, subscriptions
will be received from all other non-
bank investors for the 214 and 234 per
cent marketable bonds and the certifi-
cates of indebtedness.

During this same period, commercial
banks will be afforded an opportunity
to subscribe for Series F and G Savings
Bonds, the 134 per cent bonds, and
the 7§ per cent certificates in limited
amounts based on time deposits. The
formula is the same that applied to
bank purchases in the previous drive,
but for the first time Series F and G
Bonds are made available to the banks.
Such subscriptions may be in aggre-
gate amounts not exceeding $500,000
or 10 per cent of a bank’s time de-
posits, of which not more than $100,000
may be Series F and G Bonds. Securi-
ties so acquired by banks will not be
included in the $14 billion drive goal
nor will they be counted in any quota.

The nature of the Seventh Drive
reflects a determination to curb in-
direct bank participation. Secretary
of Treasury Morgenthau is requesting
the co-operation of all banks in declin-
ing to make speculative loans for the
purchase of government securities,
and in declining to accept subscriptions
from customers which appear to be
entered for speculative purposes.

Elimination of the popular 2 per
cent coupon bond and substitution of
the 114 per cent security is expected
to go far toward discouraging bank

participation in the Seventh Drive.




