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{1) & peliey of meutrality, im wiich case the fyotesm should
neither puresase ner sell asy (overnsest seeuritiss, exeept Lo the estent
oeeded to of feet changes in the sup ly of reserves, resalidsyg {ros other
facters. %uis poliey would very proladly result in rising short-iers rates

(8} & Li-momth l-1/h per cont note, or
(8] 4 1=1/2 por gent stligation of around © yeare.

ihe basie protles is a:uin the sriificiel tess strseture of
intar«st rotes, 18 the Iysiem joims to perait the sarkes te deteraine
interestersie relationsiips or i it agalo goimg to try te saintain Lae
exieting patterm oy inconsistent sperstions 12 156 mariet?

It is not neeessarily & question of ihe lewel of reles
rates ars teading to rise shile len; rates tesd
at what levels tiey sight be considered in bslases, It is probebly
128t from & ;easvel vicwpoist Lhe level of lons-lare noles is 28 low a8
1t shicald e, fenee short-~term ratss should e peraitied te rise,

ihe irsasew; sho:ld recs;mise t:is siisation and not
o faree ihe continued saintenssce of an artiiicisl rate siructure. It
is not pessitle for ihse Federal reserve o fo flexitle peliciss ad,
to shangiog eeopesie Bseds if it has Lo maimtein sueh 8 stracture of rates
of merket devs’db.
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