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trust. conlpaliies a11 over the country so they mi h t  have a liquid 
form of loan which they knew they could give b tintk to thleir cus- 
tomers and to tlieir depositors at  any aloment. T o  illustrate: As 
I nndel-stand it, a bank in New York has so much commercial paper, 
so much permanent loans, time loans and so rnucli tlernaqd 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 $0 many 
brokers' loans. If, on tlie other hand, they have a credit balance of 
SO rn~lcii money, they loan so much money in the market and tlirrit 
gives tllerll the opportunity of using the fioating money in their 
b ~ n k  that may be called out tonlorro\v. I t  gives them an oppor- 
trinity . 

Mr. C'o~cort.v-i. What the ultiiliate sililplicities of that argu~ilent 
coine d o w ~  to. Senator, are jrist this, that society shoul(1 take on 
all the burdens xrc llare had with lirargin speculndon in the market 
so t,hat the Xew Tork banks will have a place where they can 
lend liclnitl futlcls. That is what i t  ~lt~iinately comes down to. 

Sellator ICEAX. I think, you are right in that the ~nargins ought to 
be sufficient. If yo11 create a margin of 35 or 40 percent, I think 
that you are doing all you can in tliis matter to protect the individ- 
ual. I think if we insist ttpoit that 1;intl of a nrargirl nnd that 
bcco1nt.s the law, tllat ilrar.gili will SO great t>hnt it will protect 
the pul)lie fl-0111 losing their 111o1lcy the they have 011 innny 
occasions. 

blr. Co~con.\s. To sumnrarize, we have 011 the one hand the argu- 
riient 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 yon yesterday, and from the point of view 
of loss to  the intlil-idual investor. 

Sgaiinst that we balance the ac1v:~lltages of liquidity in the market 
from the standpoint of having a place where banks can lend 
liquid funds and ~vliere investors can realize on securities. I aln not 
trying to lnalre that balance. For  me there would be no choice, I f  I 
had to sacrifice liquictity of the market in the sense that sales had to 
be within a cluarter pf a point rather than within two points to pre- . 
~ e n t  In29 from oc61ring again, tho decision wol~ld bo easy for me; 
hut that is a question of policy. I f  you do, as R, matter of policy, 
clecide that you want to limit margins, then you are up against the 
propositioqs that to c1fI'cc.t that policy you rnrlst litnit rnm-gins in banks 
:IS well as in brokers' loans and that you rtll~st rnqke u real limitation 
of margins, if yon arc going to h : ~ v e  any effect upon t,he market big 
enougli to ciu-1.y out the pui.poscs of your socirll policy. And to  be 
;~ble to nrako tllc ~ ~ i l r g i ~ l  linlitat ion ( h f f ~ v t  ~ V C ,  011 nll~st have II bripht, 
1.igid line wit11 :tny clisclrct ion 1 * ( ' 1 1 1 ( 1 \ . ( ~ 1  01% I ~ I I \ (  c t1s (liffict~lt, of npl4lc.a- 
tion n s  ossibltl. 

3 
Mr. 8mmroxn. 3 lo 1 then iindo~~st,ttn~l tllaL this krill rcnllr r t~~*r i rs  

out, tllc social principles of tthr persons who  drafted it l' 
Mr. C o n o o n ~ ~ .  No; not the socit~l principles of the ,crsons who a drrtfhd it, any rnosa than the w i n 1  p~inciples of Rlr, (roldenwc\ispr 

wI1o talked here ycstcrtluy. It crnbotlies tho phitosophg that b 
11111~11 ~ O I ~ I ' O W C ~  mont?y in tho mnrkot. i s  n, tlangerous t , h i n ~  for the, 
econornic st niot,llvr of the country as wvll on for  the propla who fro 
into the nlarlcet on I~~~r.t.owecl money. '1'0 t,hc cxtrznf, thnt ~t e m M i s s  



EXCI-I.%NOE PWACTICES 

that philomphy, i t  does embody not only t l ~ c  r>hilosophy of most of 
the people who ( l rafkd it, but ;)f a lot of otbe; people as well. 

Senator (;ORE. YOU h t t t t~ l  et&~.litl* ir l  )io~tr 5ttlteident who did (IraXt 
the bill. I was not here. 

Mr. Co~cori.-in. It was tlrci ftcd ns t l~c?  result of cooperation between 
two l g r o ~ ~ l ~ s .  St~nator  Fltatcirer uskecl 3fr. Laildis of the Federal 
Trads Conlnlission to cooyel*t\te rvitll Mr. Pecora, who is counsel. 
f o r  the  invt?stipt~tirlg cco~llllittee t r ~ l c i  c.orlllscl for this committt.~, 
now. He lisketl Mr. 1,tlnclis : L I I ~  MI*, X't1col.a to cooperute in the 
({rafting of IL bili. Mr. IAuntii:, ilsiteti scve~.tii ytbr~on?; to help him. 
I was orre of tlrostb. Mr. l'ec+orit hacl scvernl  nicnll*rs of his investi- 
ga t ing staff Ilel1)irip Ili~n : :t11(1 the t \YO g~'ot~l )s  ~ ~ ) o p ~ r a t e d  in tl'it' 
draf t ing of tlw bill. 

S e n a t o r  GOHE:. 'DO yoii I ~ ~ o \ v  w h o  311.. l>e('ora's tlssista~lt,~ were? 
Mr. Coric.oit.\x. Mr. X'ecaorn is hcrv liiillself, s ir ;  he can tell you. 
Senator GOHE. I thought 111ityi)(> yoit ktleW. Wtl is not a witness. 

I would be glad to hare it in the r c i o l ~ l .  howvvtl-. 
The CHAIRMAN. I do riot stlei tliitt it 111ttkes it~ry ctifferexlce ilt all. Is 

not the conceptiorl r.t.nlly tha t  the p~trl!ose of nviucing these lonlrs 
and reducinw tllic tt~rlount of ilionc\v flowing illto s];~ec~llution+s to 
leave some &nds for  nprirt11t111.e. cbil~~nci*ct.. and indnst ry t brollgh- 
ou t  the courltry ? 

Mr. CORCOHAN. 'I'll:lt is ~ I ' I I C  to tl cac~*ta i l l  c1cgr.t~. sir. ' ro bc pel.- 
fectly fair,  as Dr. (;oltle~lweiscr pointetl o11t vestcrdtly, the stock 
market does not rt.nl1-y divert f u l~ds  frunr ilrdusiry: i t  merely redis- 
tributes funds as between ngricnltnrc and industh .  But  the fact is 
tha t  i t  did take money from ;tgriculturnl coirlnrunihips and put i t  into 
securities of large corporntions, and it, took money that  normnlly I 

would have gone to the financing and developing of slr~all corpor*t;- I 

tiorrs and routetl i t  into tlrt. coffers of 
Senator GORE. Do yo11 ]lot tlii~lli it suction cf~.itw- 

in r funds from all ,nrts of the country into hr. CORCOHAN. 'l'llnt is t~*uc. sir:  but fair. tllilt 
money, i t  went il\tx) tlie I)IW('IHISC of stwwitics  nil Ilenctl into the 
coffers of the r.or.l)ol*ntiorls offering those securitit>s or it went out, in 
the  cxpcntlitnres of ptJI-sons wllo rntlcle profits on the securities nncl 
eventually got buck into tlrc cllt~rmels of  track ~olrt~wliere. 

Senator GORE. Rut  in COIISC(JIICII('C of t l l ~ t .  tlie ('oIiCerns fiotlting 
the slack took advrrxlttlgc of the oppol~ ' t~ i l~i ty  to get, tlliis 111011e?y whicll I 
might othcrwisr h2lve rcmt~ilwcl in tho iritcriol. parts of  tlic co1li1t1.v 
clevot~tl t o  c.arx*yiri~: o r 1  Icgititttt~tc it)ui;i~i(lw; 50 tll:tt t l ~ e  cl-ash. \t-hr;~ 
it ettmc. might IIILI'C: f01111(1 1~ I ' C I I ~  ~11~111011 inste:~(I U C  :I 11101.~ 0 1 -  

art  ificbial oiic? as. CORCONAN. ' I ' f i t k ( ,  ic, t r - t ~ ~ ,  sit.. 
SP~IR~OI '  GOI~JL [ t  not only witllclrow rnoiracj- fr-o~n xny 13a~r-t of the 

country, hirt frotrl F:~ir,trl)cl 11.: 1vc4l. I{>rr*ol,c\ sib111 iln~\\cllkcb F~rntls 01 6.r. 

tl ere. 
Tho ( ' ~ f , ~ r r i \ r  \ N .  t ' t - o r ~ c ~ c ~ ~ l .  
&fr.  ('om O I ~ A  x .  S(vbt io11 7 \!'(I l \ n t  t >  t t l I I i t ' ( 1  : I ~ ) o I I ~ ,  n~ t~ rg in s  in 1 1 1 ~  

senFao o f  g~t~ t i l~ f r  c l r - t ~ d i t ,  into fft~~rtftrIc(~f ~ t l t ~ ' o i ~ ~ f t  il1t41tot-1.oit-i11g-. o f  

pesvms oj)cr.rzt i n n  irl thr. rrlr~rkrlt. Soct,itrrr '1 rl(3tilc w i t h  n u  at t (1nrl)t 10 
cont p o l  t l l ~  ir r r t o ~ l t ~ t  ct % vrotl if, d l t f ~ f ,  g o ~ s  into tlw r ) l l ~ r l i ( > i  l)y rest ric.t,irig 
borrowinrsof ~ ~ I - Q > I < ( ~ I ' ~ :  ' k r c ) ! ~  will noticv i l l  scv-tiott 7lf l t lP ii p~-oviclps 
Cmsaing f k: 


