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trust companies all over the country so they might have a liquid
form of loan which they knew they could give back to their cus- '
tomers and to their depositors at any moment. To illustrate: As
I understand it, a bank 1n New York has so much commercial paper,
so much permanent loans, time loans and so much demand loans
on the market. They have a debit balance in the clearing house
at 9 o’clock in the morning of $1,000,000, and they want so many
brokers’ loans. If, on the other hand, they have a-credit balance of
so much money, they loan so much money in the market and that
gives them the opportunity of using the floating money in their
bank that may be called out tomorrow. It gives them an oppor-
tunity.

Mr. Corcoran. What the ultimate simplicities of that argument
come down to. Senator, are just this, that society should take on
all the burdens we have had with margin speculation in the market
so that the New York banks will have a place where they can
lend liquid funds. That is what it ultimately comes down to.

Senator Keax. I think you are right in that the margins ought to
be sufficient. 1f vou create a margin of 35 or 40 percent, I think
that you are doing all you can in this matter to protect the individ-
ual. I think if we insist upon that kind of a margin and that
becomes the law. that margin will be so great that it will protect
the public from losing ‘their money the way they have on many
occasions.

Mr. CorcoraxN. To summarize, we have on the one hand the argu-
nient of social policy against margin money in the market, both from
the point of view of its effect upon business and upon the social fab-
ric which was described to you yesterday, and from the point of view
of loss to the individual investor. ,

Against that we balance the advantages of liquidity in the market
from the standpoint of having a place where banks can lend
liquid funds and where investors can realize on securities. I am not
trying to make that balance. For me there would be no choice. If I
had to sacrifice liquidity of the market in the sense that sales had to
be within a quarter of a point rather than within two points to pre--
vent 1929 from océuring again, the decision would be easy for me;.
but that is a question of policy. If you do, as a matter of policy,
decide that you want to limit margins, then you are up against the
propositions that to etfect that policy you must limit margins in banks
as well as in brokers’ loans and that you must make a real limitation
of margins, if vou are going to have any effect upon the market big
enough to carry out the purposes of your social policy. And to be
able to make the margin limitation effective, y(m must have a bright,
rigid line with any diseretion removed or made as difficult of applica-
tion as possible. .

Mr. IgEDMOND. Do I then understand that this bill really carries
out. the social principles of the persons who drafted it?

Mr. CorooraN. No; not the social principles of the persons who
drafted it, any more than the social principles of Mr, Goldenweiser
who talked here yesterday. It embodies the philosophy that too
much borrowed money in the market is a dangerous thing for the
economic structure of the country as well as for the people who go
into the market on horrowed money. To the extent that it embodies
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Vthat philosophy, it does embody not only the philosophy of most of
‘the people who drafted it, but of a lot of other people as well.
 Senator Gore. You stated earlier in your statenfent who did draft
the bill. 1 was not here.

Mr. Corcoran. It was drafted as the result of cooperation between
two groups. Senator Fletcher asked Mr. Landis of the Federal
Trade Commission to cooperate with Mr. Pecora, who is counsel
for the investigating committee and counsel for this committee,
now. He aske(l Mr. Landis and Mr. Pecora to cooperate in the
“drafting of a bill. Mr. Landis asked several persons to help him.
I was one of those. Mr. Pecora had several members of his investi-
gating staff helping him: and the two groups cooperated in the
drafting of the bill. |

Senator Gore. Do you know who Mr. Pecora’s assistants were?

Mr. Corcoran. Mr. Pecora is here himself, sir; he can tell you.

Senator Gore. 1 thought maybe vou knew. He is not a witness.
I would be glad to have it in the recmd however.
~ The CHatrMAN. I do not see that it makes any difference at all. Is
not the conception really that the purpose of reducing these loans
and reducing the amount of money flowing into bpeculatlonﬂs to
leave some funds for agriculture. commerce, and industry thxou«rlp
out the country?

Mr. Corcoran. That is true to a certain degree. sir. To be per-
fectly fair, as Dr. Goldenweiser pointed out vesterday, the stock
market does not really divert funds from industry: it merely redis-
tributes funds as between agriculture and industry. But the fact is
that it did take money from : agricultural communities and put it into
securities of large corporatxons, and 1t took money that normally

would have gone to the financing and developing of small corpora-
tions and routed it into the coffers of large corporations. :

Senator Gore. Do you not think it acted as sort 8 a suction draw-

r funds from all parts of the country into New Yok ?

r. CORCORAN. ’[‘lmt is true, sir: but to be perfectly fair, that
money, it went into the purchase of securities and hence into the
coffers of the corporations offering those securities or it went out in
the expenditures of persons who made profits on the securities and
~eventually got back into the channels of trade somewhere.

Senator Gore. But in consequence of that, the concerns floating
the stock took advantage of the opportunity to get this money which
might otherwise have remained in the interior pqlts of the country
. devoted to carrying on legitimate business: so that the crash, when
it came, might have found a real cushion instead of a more or less
artificial ohe?

Mr. Corcoran. ‘That is true, sir.

Senator Gore. It not only withdrew money from my part of the
“country, but from Europe as well.  Kurope sent immense funds over
here.

The Cuamvan. Proceed.

Mr. Corcorax. Section 7. We have talked abont margins in the
sense of - getting credit into the market through the bnnm\mm of
persons operating in the market. Section 7 deals with an Attvmpt to
control the amount of credit that goes into the market by restricting
borrowin fn; of brokers.  You will notice in section 7 that it provides
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