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In addition, it is important to point out that so long as the
public debt continues to be monetized through the purchase of Government
securities by the banking system, the supply of money will continue to
increase, thus tending further to reduce the interest rate on savings and
investment funds. The resultant pressure of an increasing money supply
and of lower interest rates is bound to have a further inflationary effect
upon all capital assets and to increesse the difficulty of holding down the
cost of living.

It is, therefore, imperative that the process of further
monetizing of the public debt through the benking system be ended so that
the rate of return on investments would be stabilized and would reflect
the supply of savings and investment funds in relation to the demand in-
stead of reflecting an increasing amount of benk credit. This process
needs to be stopped not only by bringing sbout a belenced budget, but also
through measures to cheek further unnecessary expansion of commercial bank
holdings of Government securities.

Only by & vigorous, comprehensive attack along the entire eco-
nomic front can the battle be successfully waged against inflatiohary
pressures. Credit curbs are at bést supplementary and not basic measures
for reaching the underlying cnuses of these pressures.
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