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(1) The first, and foremost, difficulty in arriving at any
Over-all appraisal of the stabilizing effect of recent Federal Reserve
action is that such action is only one of many factors, although an
important one, influencing the general level of economic activity. Its
Success, moreover, is conditioned by various other policies, programs,
and activities of Covernment. To cite only a couple of illustrations,
Such built-in stabilizers as unemployment compensation and farm price
Supports, for example, have provided important cushions in the current
readjustment, Tex reductions and public debt operations have also helped

stabilize the economy.

The success of Federal Reserve credit and monetary policy is
also affected by a wide range of private activities and by the changing
Moods and impulses of businesses and the public generally with respect
to Spending, borrowing, and saving. The manifold elements affecting
€Conomic stability will each be influenced in some measure by credit and
mOnetary policy, but the degree of influence will vary considerably under
different circumstances and the effects from any one element can never

Completely isolated and measured.

(2) A second difficulty in appraising recent credit and
mOnetary actions is that their full impact cannot be determined for a
considerable period of time. Accordingly, it is too early to appraise

®Quately the actions of the past year and a half.

(3) Finally, difficult questions of judgment are involved in

ass s . . . . . .
€58sing any given current economic situation. At any given time, the
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Conomy generally exhibits a mixture of tendencies toward expansion and
®Ontraction., An over-all appraisal of the effectiveness of a specific
factor affecting general economic and business conditions, therefore, hinges
to a large degree on one'!s judgment as to where we stand currently in so far
88 business conditions are concerned.

Basically, of course, the question that one would have to answer
In order to appraise the effects of Federal Reserve action with full assur-
ance ijs this: What would have happened to the general business and economic
Situation over the past eighteen months if such actions had been different?
And that, question, of course, is impossible to resolve.

All in all, however, I think it is fair to say that recent Federal
Resel‘Ve actions have been of significant benefit, first, in contributing
to restraint of what threatened to be an unstable speculative boom, and,
Subquuently, in contributing to the moderation of the business downturn.
Tn the past few years, we have had almost a classical business cycle situation
to deal with as we moved through a period of record high activity under a
®Onstant threat of inflation and went from that into a period of a business
COntraction., 1In the earliest phase, credit restraints helped to discourage
SPeculative excesses, restrain inventory accumulation, damp down undue
®Xpansion in capital goods expenditures, and encourage saving. Subsequently,
Federal Reserve credit actions have helred to encourage business capital
Outlays, home construction, and State and local expenditures for construction
aNd othey improvements, as is indicated by the sustained if not growing volume
of activity in these areas. The pace of these activities is considerably
ffecteq by ready availability of low-cost long-term financing, a condition

recent System policy has had an important part in establishing.
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Inventory liquidation, moreover, has thus far been orderly, with no material
Pressure arising from financing problems.

Emerging economic developments will need to be scrutinized care-
fully ang continuously in the period ahead, and Federal Reserve policies
promptly adjusted as required to contribute to the fullest to the promotion
°f sustainable economic growth., One of the major virtues of credit and
monetary policy in a period of readjustment like the present is its great
flexibility, permitting quick adjustment to changing trends and the prompt
&option of counterbalancing action to any unstabilizing developments that

May arise.



