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In a speech tonight before the New York Society of Security 
Analysts, Incorporated, M. S. Szymczak, a Member of the Board of Governors 
of the Federal Reserve System, discussed credit and monetary developments 
and policies in relation to other stabilization measures and to the 
defense program.

Governor Szymczak analyzed the background and sources of the 
inflationary pressures unleashed by the outbreak of hostilities in Korea 
and the monetary and fiscal measures taken to cope with these inflationary 
pressures. He appraised the relation of credit and monetary policy to 
fiscal policies emphasizing that both types of policies are complementary 
instruments of public policy which are essential in combating inflationary 
forces.

He outlined the various credit and monetary and fiscal measures 
taken since June 1950, and stated that, in combination with the nonfinancial 
programs directed toward economic stability they resulted in the easing of 
inflationary pressures since spring. He described the current economic 
situation as one of general stability at high levels of income and production 
and noted that wholesale prices have been fairly stable for several months 
at a level somewhat below their peak last March. Consumer prices have shown 
little further rise since last spring.

He warned also against becoming over-optimistic as to probable 
success of the United Nations disarmament discussions which at best can be 
successful only if we maintain our economic stability at hi$i levels of pro
duction and employment, as well as a strong defense. And even if these dis
cussions are eventually successful, they would take a long time to implement.

Recognizing the existence of soft spots in some areas of the 
econony, he stressed the expansive effects of the defense program and the 
further increases scheduled for this program in the period ahead as being 
the major factors to be considered in appraising economic prospects.
Governor Szymczak said: "Under present circumstances basic economic policy 
must still be directed toward maintaining economic stability in a strife- 
ridden world”.
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