o effect from early 1946 to early 1947, when it

 decisions of the Board. in setting margin re

ngly to keep down-the volum st
] are able and eager to lend, ((*) p.59.) = o
. Another effect of high margin ‘requirements is to iet the amount of pyra-
. miding that can take ‘Place in a rising market. In other words they limit the

~ extent to which traders may add to their holdings, when e market is rising,

by borrowing against additional market value of securities \dy held in their

accounts without putting up. additional money on rising :
‘on growth of ‘credit employed in the stock arket. ((*) p.

. The Federal Reserve in describing its purpos
© by regulation of ma '

he st

-r. T Par1 e .
¥

] d b , H d in 19
 -occurred except on the basis of very low stock purchase
~collapse in -the stock market. is always possible,’ b Hout xeessive
~of credit it is not likely to assume proportions or to have the effects it has ‘had - -
. On some occasions in the past. i , cahen e e e B
~ Aside from having to do with a ecific use of credit, the authority with

- respect to security loans differs from ‘other Federal Reserve System po
that it reaches outside the Federal Reserve System to banks that are n
bers of the system and ‘to brokers and dealers in securitie ds ¢l ~related,
however, to other regulatory powers of the Federal Reserve uthorities, because

- the use of credit for purchasing or carrying securities has an important bearing
upon its use for business purposes in general. ((*) p. 60.) N

On the whole one may say that margin requirements sh yuld be rega;
- of the instruments of Federal Reserve action which serves the general
of regularizing. the flow of money and credit, fostering a stable dollar,
. viding -an effective monetary mechanism that will be conduciv :
. growth. This is evidenced by a brief account of the margin require
- from their institution in 1934 to the middle 1950%s. : L
~ For several years before the war, the Board’s regulations re
of 40 per cent. During the war the requirements were rais d
- to 75 per cent, and in 1946 to 100 per cent. The 100 per

quire

. it possible for banks and brokérs to lend 25 per -
- lateral. The margin requirement was reduced to 50
at a time of moderate ‘business recession and was
in 1951 when inflationary
Were at their peak. In ~when these inflatic
“to abate, the margin requirement was again reducec
Ay an ‘example of how the use of ‘creditiin t
quir

ements, the - mmentary to the

July 10 reduction in margin requirements from .7O‘tQ, 50 .pejf cent, in the_ylfv"(kad‘er

Reserve Bulletin of July, 1962, p. 840, was:
~ “In making this change the

more, preliminary data indicate a
change member firms from banks

rrowing by ;
1, the largest

. the postwar period.” IR T
~+ The Board’s regulations: require the lender to .obtain th;
nection, with the purchase of the security. |

D ad
broker niakin;
) p.58.)

‘the securities market in Darticular. Where margins are used in the se

4 The Federal "Rewrvey"ﬂystem,ﬁ Purpose aﬂd» :FﬁﬁCtiqnéf Washlngton, D.C., 1954.




