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APITAT,
Ely, Vermont. 05844

[

£y

Dear iltom:
There should >e some way of avoiding the violen:ly
¢ifferent interpretations of money supply data among those
who understand their conceprual limitations. We are werx

on the latter problem, and I am nopeful we can remove the mzior
defects on that score that are leading to different views 25 to

contemporary trends.

One of your prcblems seems Co be that you
Fed oserates throuzn the elministration of a uaiform i
moneteary dosaga. Thza menager does not oderate in that fashioa
and is not imstructed to so. The Committee asks him to
achieve over a period of time--say a_ month to a quarter--a=z
approximate rate oI monetary growth. That zrowth may be in
relatively large or smell increments according to the Committee
instruction ancd the ma%age:’s operating judgment.
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Your are:e:ence for judgmentzl {i.e., non-ab
base periods from wiich to measure changes in monetary
would nave merit, i the aberrations in the date ware
and eazily recozni ZaD‘e, if they were inf frequent, and
Committee aiways =oved during such base periods to mek
changes in its policy posture. 32ut, as you well know,
the conditioms are met with any coasistency. 1In parci
most Dolfcy changes are gradual--their timing is difiu
severaL_ ﬂEELl;g through shadings of emphasis and sunif

the position of the Committee mexzbers.

ror that reason I think it is batter to use ca
periods for measuring monetary change--they cannot be juggled
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ages for the component months of
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will make very little difference, an
in a
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As to the numders oe-m;c
don':z think I or th
the victim oI your

-

..Ou‘_lc-, <

- Beyornd tihls point we nLa
disazree asctt--tiae Zoawd anl Ine Coxx v ows: foe
daily average Zor the lest monch oI ‘inscecd of
cuarterly aversge Lo represen: cuarter changes.
have no particular brief for izt system; over time, howeve

mislead us
ive Lo the

s
petence. In Decembd tne Committee was shifting away izcm the
excessive restraint to which I (ard Sherm as well) nad dissenced
in the rali. It wa i hat mail monetary

growca would dis--uce Lo g rowch.

The ifirst quarter growti inm 1970 had freaks o

but iz had no freck of iatent. The second quarter growia
judged by our reckoning now (4.2 per cent) end sudiec: o
revision because of unexpected liquicdity strains stezming
the Penn CentralYcommercial paper probiem, is if anythaing

and not too high as your figures indicate.

We are trying to do better om th
your help and understanding. I assume wa wil
we get your confidence.
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numbers and we need
it waen
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3.8 Q1

4.2 Q2 est.

0.0 Q3

1.2 Q4
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