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~~· 23:1-if 75S 

l AM PLEASED TO HAVE TI1E OPPORTt.NllY TO MEET \"lllH TiilS GROUP 

AGAIN, IT HAS BEEN ONLY A YF...AR SINCE l SAW YOU LAST BUT TrlE WORLD 

A~ lHE ECONOMY HAVE CERTAINLY CHANGED, 

LAsr 'rt.AH., \i-JE WERE SEEING TiiE END OF A VIGOROUS ECOr-01IC 

EXPANSION, TOTAL OUTPUT OF OOODS AND SERVICES IN OOLl.AR TERMS WAS 

STILL RISING BUT ADJUSTED FOR PRICES, THE DECLI NE IN OUTPUT HAD 

ALREADY STARrt:D, WHILE nE H1\RBI fGERS OF ECONOMIC DECLINE WERE 

EVIDENT, THE fJI-\JQR FOCUS WAS ON INFLATION, THE ~iHITE HOUSE CoNFERENCES 

ON INFLATION HERE HELD JUST A M:>l\flrl EARLIER Al\'D lHE SCRJ\MBLE BY 

PROOO::ERS OF ALL TYPES TO CORRAL MATERIAL AND SUPPLIES TO HEDGE 

AGAINST INFLATION WAS STILL U'IDEfMAY, 

Natl THE NATION IS Ef.1ERGING FROM ~%l.AT TURNED Olff TO BE THE 

SHARPEST DECLINE IN REAL ECONOM!C ACTIVIlY IN n-fE POST-WORLD Yi.AR 11 
PERIOD, WE HAVE, FOR THE SEVENTH TIME SINCE \akJRLD WAR I l, WFATrlERED 

ANOTI-fER Ecor..'OMI c IXMrITURN. 

BtJf fJS TiiE OLD AfJAGE GOES, "THE MJRE TI➔ I NGS 0-it'\NGE, • THE r1)RE 

II T: THEY ARE TI1E SAME, HOSE OF YOU ittHO WERE HERE LAST YEAR t~Y REMEMBER 
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~E SAYING 1HAT J COLU:1lT RECAU... . A PERIOD \~n--tEN SO MLK:H PADI0 At'ID 

TELEVISION TIME AND PRESS COVERAGE HAD BEEN Gl\lf!_N TO MJNETARY POLICY• 

Ir's lHE SAME TODAY, 

You r•'AY RECAU.. TrlAT I SAID THf\T I WISHED TI-IAT IN TALKING 

ABOUT INFU\TICT-J, WE WERE AS THE PHRASE GJES, ''BEATING A DE/'~ HORSE. u 

Bur I ADDED, "THE HORSE ISN'T DEAD: IT rs STILL VERY ACTIVE,,, Ir's 
STI.LL lHE SAME TOW\Y, 

You t'AY RECALL TH/ff I ARGUED THAT WE CAN NJT AFFORD TO SET 

IN PLACE Ero .. n-uc POLICIES llil\T WILL DEFEAT EFFORTS TO ACHIEVE LONG­

TE~··1 ECONOMIC GROWTH WITHIN TrlE EOUIDS OF R~50NABLE PRICE STABILITY, 

Ir's niE sM-E roUA. v. 

You r-~Y RECALL THAT I SAID THAT M)NETARY POLICY FORMll.ATION 

CANNOT AND l::xJES NOT ESCAPE FROM 11-iIS DIFFICULT AND PERPLEXING DECISION 

BNIRONMENT, 1\"ID TH IS, TOO, IS THE SAME TODAY. 

BUT IN SPITE. OF TI1E SAr'ENESS, P.!J. UPDATE OF T.'-!E SVST5"l
1
S l1)UETARY 

POLICY ROLE IS STILL APP~PRIATE , THE CURRENT ECrnll.-1IC ENVIRONMENT 

HAS I~ITENSIFIED lHE HffEREST AND CC-JCERN IN THE SUBST~.NTIVE PROBLB·S 

AND ISStJcS CONFFD~ffING M)NETARY POLICY, 

THE FIGURES JUST REU:ASED SHOM THAT A SIGNIFICANT RECOVERY IS 

Lt-JDERWAY. THE SIZE OF 11-IE UPTUPJ-J IN THE 'TH I RD QW\RTER IN TOTAL 0UTPlff 

OF GOODS AND SERVICES IN 
11

REAL11 TERMS, IN INDUSTRIAL PRODU:TI0N, AND 

IN EJ·f'LOYMENT IS NOT AT ALL ANEMIC, IT READILY M:\TCHES 11-iE RECOVERY 

FOR F.ARLIER PERIODS, 

WE St-OULD BE RELIEVED; 1t,1E St-K)ULD BE LOOKING ·PJ-iEAD ~HTH 

CONFIDENCE, Dur t'rWt'Y IN OL~ SOCIETY ARE UNEASY AND U~CERTAIN, 
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THINGS ARE DIFFERENT lHIS TIM=. WE ARE COMING our OF THIS RECESSION 

WITI-1 THE HIG-IEST U'JEMPLOYM:NT, 1HE HIGHEST FEDERAL DEFICIT, THE 

HIGHEST INTEREST RATES AND 'THE HIGHEST RATE OF INFLATION OF ANY 

CORRECTION IN THE PEACETIME, POSlWAR PERIOD, No WONDER THE CURRENT 

• ECONOMIC SITUATION AND PROSPECTS ARE VIEWED WllH LESS THAM EUPHORIA!. 

THE ''SCENE", AS THE YOU~GER GENEPATION hOLUJ CALL IT, IS LOAVED WITH 

~ALLENGES. 

THE BASIC CHALLENGE FOR ECONOMIC POLICY IS TO AOHEVE A 

SlBSTANTIAL AND SLSTAINABLE EXPANSION IN REAL OUTPUT AND EMPLOYMENT 

WilH0t.rr FUITTHER ESCALATION OF TI1E RATE OF PRICE INCREASES, {~JD 

WE MUST 00 SO WITHIN 11--fE CONTEXT OF OUR FREE ENTERPRISE ECO~Ofv\Y 

AND WI TI-IOUT LOSS OF PERSONAL FREEOOM, 

l£T's BE CLEAR 1HAT THIS IS A SLBSTANTIAL CHALLENGE, INDI­

VIDUALS AND GROUPS WITHIN OUR SOCIETY HAVE DIFFERENT JUDGMENTS N3 

TO ~1HAT TrlE COSTS ARE, WHAT RISKS ARE EXCESS!VE, AND HCM lliE COSTS 

SHOU..D BE DISTRIBUTED OVER TIME AND AJ'-lONG 'TI-1E VARIOUS SECTORS OF 

TI·iE ECONOMY, 

MY DIRECT INTEREST TODAY, OF COURSE, IS THE CONTRIBtJrION THAT 

t'ONETARY POLICY CAN AND SHOULD .r1AKE IN M"::ETING THAT OBJECTIVE, l 

STRESS THE WORD CONTRIBUTI ON SINCE M'.)NETARY POLI CY CAN NOT BE OUR 

SOLE ECONOMIC POLICY TOOL, THIS POINT HAS BEEN FAR TOO FREQUENTLY 

IGNORED IN PLBLIC DEBATES \A/HERE EFFORTS ARE MADE TO FIND A SI NGLE, 

SIMPLE SOLUTION TO OUR DIFFICULTIES, f·JoR CAN flONETARY POLICY BE 

USED TO OFFSET FULLY THE EXCESSES OF OUR 0iHER ECONOMIC POLICY ACTIONS, 
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THIS IS PARTICULARLY IMPORTAl'ff T0I)l\Y wrrn PRESSURES INCREASING FOR 

EXPANDED EFFORTS TO REDIJ:E U-JEi'JPLOYMEtIT f-,r)RE QUICYLY-PRESSURES TO 

FOCUS ON LNEMPLOYrtNT NOW, IGtJORI.m OR LEAVING INFLATIOt~ CONCERNS -

U'ITIL L/\TER, AFTER AU., SOI't ARGUE, VIE HAVE E>-.'TENSIVt. UNDERUTILIZATION 

OF HtJWJ Nill INDUSTRIAL RESOURCES; WE HAVE TH£ TO SWITQ-1 OUR EMPHASIS, 

J TIHNK IT IS A TRAGEDY TrlAT WE HAVE SO OFfEN DEFINED OUR 

ECONQ\1IC PROBLfN AS EllHER INFLATION OR U\JEMPLOYMENT, THIS 0-fOICE 

DJESN'T EXIST--CERTAINLY NOT IN THE LONG RUN, l OOUBT THAT THERE 

IS VERY MUCH SCOPE FOR THIS CHOICE EVEN IN 1HE SHORT .RLfJ, THE 

EXPERIENCE SINCE THE MID-196Js CLEARLY INDICATES 11-IAT IT IS INCREAS­

INGLY DIFFICULT TO TPADE OFF t,,DRE INFLATION AGAINST LESS L,·.JEMPL0YMENT; 

h'E CG.N'T SWITCH FROM UNEMPLOYitNT FIG-ITING TO V~FLATION FIGHTING 

AND 1HEN BACK AGAIN , IN A VERY RE.l\L SENSE IT IS TiiE INFLATION Tl-iAT 

CAUSED TI-iE l!'-lEMPLOYMENT I 

A MYOPIC POLI CY STP.A TEGY CAH ONLY \iORK IF 11--iE PU3U C H.1\S WHAT 

11--lE ECONOMISTS CALL A M)NEY ILLUSI0N--THAT IS, 11-iEY CONFUSE C-lANGES 

IN tJOMINAL INCOME WITH GiANGES IN t,EAL INCOME. lF TrlE PUBLIC IS 

CONFUSED OR ALTER!'--lATIVELY DOESN'T EXPECT lliE RATE OF PRICE INCREASES 

TO ACCELERATE, THEN YOU C'\N HAVc AN INITIAL IMPACT ON lJ.,lEMPLOYr'ENT 

BY EFFORTS DESIGNED TO INCREASE MJNEY INCOME , THE SO-CALLED "PHILLIPS 

CURVE" SEFJ,1ED TO \•K)RK IN THE EARLY l 9fjQs WHEN THE V/-\RlATiat,s IN THE 

INFLATION RATE WERE L.DN AND THE PUBLIC WAS SL(llJ TO PERCE I VE THE 

G1ANGES HJ INFLATION RATES. Bur THE PUBLIC HAS BECOME ATTUNED, TO 

INFL\TION, so ~~ATOi our! THE PERIOD OF TIME IN WHICH 11--IE TRADE OFF 

WILL WORK HAS BECOi'-E SHORTER AND Sf-ORfER, 
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I hOULD HASTEN TO ADD 11-JA T 11-1 IS OOESN 'T MEAl"J 1HA T WE CAN f-DT 

OR SHOULD NOT USE FLEXIBLE ECO~lIC POLICY, Bur ALL OF OUR POLICIES­

FISCAL OR t-ONETARY-MUST CONSIDER AND EMPHASIZE THE LONGER-TERM 

RESULTS OF OUR ACTIONS, 

li·HS E.MJ'HASIS ON 11,E LONGER-TERM HORIZON I S VEFN Ml.CH A PART 

OF FEDERAL RESERVE SYSTEM POLICY DECISIONS. Wrrn THE REL.EASE LAST 

SPRING OF TI-lE YEARLY GRCMTH RATE TARGETS FOR THE fvONETARY AND CREDIT 

AGGREGATES, THE PUBLIC i·KJrt HAS SQ''E Bri\SIS FOR JUDGI NG l HE 1HRUST OF 

M)NETARY POLICY. rJor TrlAT TiiESE TARGETS ARE ETCdED IN STONE; 0))D 

r'ONETARY POLICY REQUIRES THAT TiiEY BE REVIEWED PERIODICALLY AND 

CHANGED IF ECONOMIC CI RCtJ:1STANCES WARRArIT, Bur lHEY 00 SERVE TO 

INDICATE OUR DEST JLJOO",if::NT OF THE APPROPRIATE PA1H FOR MJNEY AND 

CREDIT EXPANSION, GIV8~ NOT ONLY TI-IE STAGE OF TrlE ECONOMIC CYCLE 

BUT lH:: OBJECTIVE OF REJ\OHNG ULTH¾TiLY STABLE LOt~G-TERM GROtffii , 

{iND TI1EY /\RE T/\KEN • VERY SERIOUSLY BY TI·IE FEDERAL RESERVE SYST8-1, 

fEDEPJ\L RESERVE SYSTtM ATTEJviPTS TO HS',/ TO LONGER-TERM PER-

FORJ'·W~CE OBJECTIVES OF 1HE M)NETARY AND CP£DIT AGGREtATES AND GREATER 

PUBLIC ~ ·/P1.1~ENESS OF THIS HAS H/\D SEVERAL IMPACTS. FIRST, TiiE ANf·.K)tJiCEM:f'IT 

OF THE FED'S i1A~ETARY AGGREGATES TARGETS AND 11--lE HEIGfTENED AHARENESS 

ON THE PART OF THE INVESTING PillLIC OF TI-iE RELATIONSHIP BETI·!EEN 

RATES OF GRO,m-i IN 11-fE AGGREGATES MID TI1E RATE OF INFLATION Ht\~ 

COHTRIBlffED TO TdE INCREASED OOLE PLAYED BY EXPECTATIONS IN DETERMINING 

INTEREST PATE M0V8'-1ENTS, FoR EXP.l"iPLE, IN ll-tE NOT TOO DISTANT PAST, 

lHE CO,lSENSUS Wl\S THAT HIGHER PATES OF GROWTH IN THE AGGREGATES LED 
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TO LatlER INTEREST RATES, THIS IS NOT NECESSARILY THE CASE NOil, IF 

THE AGGREGATES HC\VE BEEN EXPANDING FOR SCX'·E TIME AT RATES N30VE 'THE 

ANNOUNCED TARGETS, 11-IE tv\.<\RKr.-.'7" COMES TO EXPECT TI-tAT THE FEDERAL RESERVE 

WILL BEC<M: LESS GENEROUS IN SUPPLYING RESERVES OVER THE NEAR-TERM, 

THIS CREATES TI1E EXPECTATION OF RISING SHORT-TERM Rf\TES IN THE WEEKS 

AHEAD, IF THEY ACT ON THESE EXPECTATIONS, INVESTORS WILL BEGIN TO 

SELL SECURITIES WHICH WILL TEND TO RAISE ACTUAL SHORT-TERM YIELDS, 

SECOND, EFFORTS TO HEW TO A LONGER-TERM TARGET PATI-f HAVE LED, 

LNTIL RECENTLY, TO HIGHER INTEREST RATES, Ar TI-HS STAGE OF 1HE 

ECONOMIC CYCLE, THIS DEVELOPMENT WAS VIEWED BY r-iANY WITH DISTRESS, 

Btrr WE MUST KEEP AC~?':GATE t'ONEY AND CREDIT GR0WTrl UNDER CONTROL IF 

WE ARE ULTIMATELY TO RESTRAIM INFLATION, 

HE KNOA' THAT LONG-TERM RATES ARE ADVERSELY AFFECTED BY THE 

RAPI D EXPANSION OF THE AGGREGATES BECAUSE OF INFLATIONARY f:XPECTATIONS. 

THIS IS WHY WE SEE BEARISH BOND f'iiARKETS WHEN n1E r.-DNEY SUPPLY GRCJI,~ 

EXCESSIVELY AND RALLIES WHEN IT GRQldS AT A t.ORE f·ODERJ~TE PACE, THOSE 

\-'n-iO HAVE CALLED FOR STEPPED UP GRO'tm--1 IN "mE AGGREGATES IN ORDER 

TO LOr\'ER LONG-TERM INTEREST RATES MUST EITI,ER HAVE NOT BEBJ F0LLO1HNG 

THE MARt<ET VERY CLOSELY IN RECENT YEARS OR MUST BE STUCK Will-·f A 

LARGE SHORT POSITION IN BONDS, 

Bur KEEPING YOUR EYE ON 11-IE LONG-TERM OOES NOT NECESSARILY 

MEAN TI-IAT INTEREST RATES MUST RISE IN AN ECONOMY TI-tAT HAS UNDERUTILIZED 

REAL RESOURCES, THE PROBLEM ARISES FROM STACKING PUBLIC CREDIT IBW,JDS 
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ON TOP OF PRIVATE Db~toiNDS. As LONG AS THE AGGREGATES ARE lJt'JDER 

CDNTROL, IBE STACKING ISN'T BOTHERSOME Blff ONCE 1HE STACK GETS TOO 

LARGE, EITHER INTEREST RATES MUST RISE TO ALLOCATE AVAILABLE CREDIT 

OR THE tvnNETARY AND CREDIT AGGREGATES MUST RISE . AND IT IS THE 

LATTER ~i-lICH ~~E MUST GUARD AGAINST, FULL ACCQi'ltvDDATION BY THE FED 

MIGIT HOLD INTEREST RATES DJ1.1N TEMPORARILY AND INSURE NONFEDERAL 

BORROWER ACCESS, BUT WOULD LEAD QUICKLY TO HIGHER RATES OF INFLATION 

AND HIGHER INTEREST RATES IN TURN, 

EARLIER IN TrlE RECOVERY, CROWDI NG our FEARS WERE EVEN f'ORE 

RAMPANT THAN TODAY. IN MY VIEW, THERE v-lAS SOME OVERREACTION BY 

THE t-v\RKET TO ll-1ESE FE.A.RS, FORCING INTEREST RATES HIGHER THAN ~·IAS 

JUSTIFIED BY TiiE LNDERLYING DBt\t\ND AND SUPPLY CONDITIONS, CERTAINLY, 

PRIVATE CREDIT DEMt\NDS HAVE NOT AS YET TAl<EN OFF AND WE ~· 1ERE SEEING 

t1)RE REACTION TO ANT ICIPATED PROBLEMS THAN ACTUAL PROBLEMS AS RECENT 

INTEREST RI\TE DEVELOPMENTS SUGGEST, 

J IX) NOT .L\r.JD CANNOT TAKE A SN-JGUI NE VH:Yv OF THE TP£.t\SURY 

DEFICIT, HJilEVER, THE CURRENT TREASURY ESTH~ATE OF $1¥! TO $47 BILLION 

OF NEW CASH IN THE SECOND HALF OF 1975 MUST BE VI&./ED WITI, CONCERN, 

;\ CONTINUATION OF DEFICITS ON 11-IE CURRENT SCALE CANNOT BE COUNTENAi\JCED 

BY Af.JYONE TRULY CONCERNED W!Td TI ➔E VIABILITY OF 11-!E PRIVATE SECTOR 

OF THIS ECONOMY, 

FoR MY PART, I SEE NO BASIS FOR 1HE FED TO ACCOM'-UDATE ALL 

BORR™ING DEI'·\4NDS--B01H FEIX:RAL AND PRIVATE--BY TRYING TO ·KEEP INTEREST 

RATES -ARTIFIClJliY LG1, To ID SO V\OULD MEAfl GIVING UP EFFORTS TO 
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REAQ-f LLTIMATELY FLU EMPLOYM:NT WITrl STABLE PRICES--EVEN WHEN WE 

• DEFINE BOllf OF 11-iESE TERMS RATI-iER FLEXIBLY, Bur NOT ACcor1'0DATING 

ALL OF THE GROWING NON-FEDERAL NEEDS IN THE FACE OF CONTINUI NG BUDGET 

DEFICITS OF TI-HS MA.GNITUIE MEANS FEDERAL GOVERNMENT CONTROL OVER A 

IJ\RGER AND LARGER PORTION OF OUR TOTAL SPENDING, THIS DISTURBS ME 

GREATLY Blff I AM (X)tNINCED lHAT f'nNETARY_ POLICY CANNOT AND SHOULD 

NOT BE REQUIRED TO M~KE Tr!E DECISION ON THE ALLOCATION OF SPENDING 

Bffi✓EEN 11-iE PRIVATE AND TdE Pl.Ji.UC SECTORS, FORTUNATELY, WE HAVE 

RECENTLY ESTABLISHED PROCEDURES TO IMPROVE THE FEDERAL GOVERNf'lfNT'S 

APPROACH TO PLANNING NAT IONP.L PRI.ORITIES, • HOPEFULLY, TI-IE FLU- H'r 

PLB~ENTATION OF THE C1NGRESSIONAL BlID3ET AND lf,1POUNnviENT CoNTROL 

Acr OF J.97Lt WILL SERVE TO LIFf TIHS UN\A/ANTED ANO INAPPROPRIATE BURIEN 

FROM 1HE SHOULDERS OF tlONETARY POLICY, 

Bur THAT WI LL TAKE TIME. FoR THE NEAR TE.RM, TI1E FH-I.L\NC IAL 

OUTLOOK DEPENffi CRITICALLY ON \\IHEll-lER OR NOT "TI-IE FEDERAL DEFICIT 

CAN BE HELD AT OR f'-lS-\R TI1E All'UNISTRATION
1
S TARGET, i~ND, OF COURSE, 

THE RECORD ON THE GRarffi-t OF PRIVATE CREDIT DEMANDS IS STILL TO BE 

~/RI f I t.N. l MUST CONCEDE T'rlAT IF ll-~E RECOVERY IS STRONG, THEN THE 

ATTENDANT PRIVATE CREDIT Il:Ml\NDS CANNOT HELP BUT Pl.ff SOME PRESSURE 

Oi~ INTEREST RATES, i~v HOPE IS n,AT RENB~E:D VIGOR IN lHE ECONOMY 

AND TIGHT BUDGETARY CONTROL WI LL ALLOW 11-iE f'flARKETS TO HANDLE lHE 

8 ~ERGI NG CREDIT ffi¾NDS IN A REASONABLE tvWJNER DURING lHE PERIOD 

AHEAD, 

, IN 11-iE FINAL ANALYSIS, OF COURSE, THE SUCCESS OF A FOFMARD-
.. 

LOOKING POLICY DEPENDS CRITICALLY ON WHETHER THE i"ONETARY AND CRED~-f 
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AGGREGATE GOALS CHOSEN ARE APPROPRIATE. FoR _NOW, TOO HIG-t GOALS 

LEAD TO FURTHER I NFLA T-ION; TOO LO,'l GOALS MEAN AN _OVERLY SLUGGISH 

OR EVEN ABORTED RECOVERY. OBVIOLBLY I I FEEL STRONGLY TI1A T THE 

ffiDERATE PA1H CHOSEN FOR ~'DNETARY POLICY IS APPROPRIATE, 

THE RECOVERY SO FAR IS TESTWONY TO TdE APPROPRIATENESS OF 

OUR MJNEfARY AND FISCAL POLICY ACTIOtJS, lrJ lHE AREA OF FISCAL POLICY, 

PUBLIC EMPLOYMENT PROGRAfvts WERE EXPANDED, U~8"1PLOYMENT I NSURANCE 

WAS LIBERALIZED, AND INCOME TAXES WERE REDUCED, lN ADDITIOi~, CHANGES 

IN THE I ~NESTME1 IT TAX CREDIT ·ALLOWANCE HAVE STRENGTHENED INCENTIVES 

FOR BUSINESS INVESTMENT IN FIXED CAPITAL, 

ON TiiE MJNET~.RY SI DE , HffEREST PATES--PARTICUU\RLY SHORT TERM 

RATES-HAVE FALl.EN DRN'lATICl.\LLY FROM 11-lEIR 197/i HIGHS AS A RESULT 

OF DECLINING CREDIT DEMt'\J'\lDS AND A r-'\')RE ACO)Vu•'¥)DATIVE M)NETARY POLICY. 

I N TiiE P/.\ST SIX MOfffrlS , Ml (PRIVATE DEf'-1AND DEPOSITS PLUS CURRENCY 

AND COI N HELD BY 17-➔E NONBANK PUBLIC) l-V\S Ii'!CR8\SED ABOUT 5 PER CENT 

ON l'l. SF..AS,-Jf\JALLY /\DJLBTED BAS IS AND M2 G'·'11 PLUS COf-!SlJ,1ER TYPE TIME 

DEPOSITS AT COM"1i~RCIAL BANKS) ABOLIT ~j PER CEr-fr , 

/~ A RESlJLT OF THESE PR0GRAi't3, CONSlJ''lER SPENDING -hAS PICKED UP, 

INVENTORY LIQUIDATION IS LARGELY COMPLETED, PRODUCTION HAS BOOSTED, 

AND TdERE l-11 S BEEN A REDUCTION IN TI-!E INFU\TION RATE, 

CORPORATIONS HAVE TAKEN ADV/\NTAGE OF 11-iE EASIER CREDIT CONDITIONS 

BY IMPROVING TI·IEIR LIQUIDITY POSITIONS 11iROUGY TI-iE FUNDING OF A 

GREAT PORTION OF THEIR SrKJR~-TERM DEBT, BAl'JKS AND OlHER FINANCIAL 

INSTITUTIONS HAVE ALSO USED TrlE PERIOD OF SLACK CREDIT D5"'Wm TO 

REPA£R THEIR LIQUIDI1Y POSITIONS, CoNSU''ERS, TOO, Plff lHEIR FINANCIAL 
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HOUSES IN ORDER BY PAYING ~/N INDEBTffi'JESS AND i"V\KING ADDITIONS 

TO 11-fEIR LIQUID FINANCIAL ASSETS, Au_ OF TI--IESE FACTORS ACTED TO 

INCREASE ECONOMIC ACTIVITY IN 11-iE TI~IRD QUARTER AND TO FORM A SOLID 

F0U\JDATION UPON h'H ICrl FURlHER RECOVERY CAN BUILD, 

I AM \"/ELL AWARE THAT WE ARE i:0T YET, so TO SPEAK, "our OF 

TiiE 1/lOODS
11

, THE CAPITAL GOODS INDUSTRY, AS IS 1YPICAL IN A RECOVERY, 

IS STILL I..J\GGING; C0NSTRLCTI0N AND HOUSING, IN PARTICULAR, ARE NOT 

LEADING lrlE REC.OVERY AND COULD AGAIN BE CAUG-IT IN DISINTEPJ-1EDIATI0N 

PROBLE!'-ts, AND 1HERE ARE TI1E UNEASY, UNCERTAIN OVERHANGS OF Ned YORK 

Cnv' s DIFFICULTIES AND ENERGY AND FOOD PRICE PRESSURES, 

Bur IN TI-HS COMPLEX OF PROBLEMS AND DIFFICULTIES, l SEE 

ABSOLUTELY NO BAS IS FOR ARGUING lliAT THE MAINTENANCE OF A t-DDERATE 

r.nNETARY POLICY STANCE CHARACTERIZED BY A 5 TO 7 1/2 PER CENT RATE 

OF rll GROvffi--J FROM THE SECOND QUARTER 1975 TO TI1E SECOND QUARTER OF 1976 

vau_ NOT SERVE AS J\t\J APPROPRIATE C0MPL_Efv1Erff TO ECONOMIC RECOVERY, IT 

IS A COURSE THAT J BELIEVE ~~ILL PROt'-'DTE SUSTAif'ABLE ECONOMIC GROtffii 

AND AT THE SN·1E TIME i·HLL CONTINUE fO BANK ·n-1E FIRES OF INFLATION, 

l -REALIZE THAT THIS POLICY PRESCRIPTION fv'AY NOT REDUCE 11-iE UNEfvliPLOY­

MENT RATE AS FAST AS ~·IE ALL hDULD PREFER, BUT A PERMl\NENT REDUCTION 

IN 11:-iE RATE vHLL REQUIRE FURTdER SACRI FICE, WnH LJNB"IPLOYMENT IN­

SURANCE, FOOD ST,t\MPS, MED ICAID, AND OTHER TYPES OF INCOME Ml\INTENANCE 

PROGRAMS~ TdE MISERY SUFFERED BY ll1E UNEMPLOYED HAS BEEN LESSENED 

AND lHE BURDFJ··J IS ALSO BE ING SHJ\RED BY THE EMPLOYED, SINCE IT IS THIS 
-

LATTER GROUP THAT MUST FLND n-tESE PROGRAMS. 
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HE ARE ALSO BEGINNING TO REALIZE THAT INFLi\TION IS VERY COSTLY. 

POLICIES LEADING TO INFLATIONARY PRESSURES RESULT IN ~fl-lE LONG Rll'I IN 

TI-fE DESTRUCTION OF JOBS, NOT IN TI-IEIR CREATION, THE VERY GROUPS 

h'HICH ARE TO BE HELPED ARE HURT TI-iE tlOST, THE OPERATION OF OUR 

TREMENOOUSLY PRODUCTIVE ECONOMY BEC0MES DISTORTED AND IN 11-IE FINAL 

ANALYSIS THE VERY FABR IC OF SOCIE1Y IS AFFECTED, 

THE COUNSEL OF PATIENCE IS NEVER VERY POPUU\R,. BUT IT IS 

APPROPRIATE IN n-11s SETTI NG, WITH A \A./ILLWGNESS TO ACCEPT A LONGER 

HORIZON, TrlE COUNTRY CAN AGAIN E~ITER AN EPA OF STEADY ECot iOMI C GROWTI-i, 

J N·1 COi'NI NCED TI-iAT \1E 1/J I LL 00 SO • 
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