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UPDATE FROM THE
FEDERAL RESERVE BANK

Remarks ofF R, RoBerT P. llavo,
Pres1nENT, FEDERAL RESERVE BANK OF CHICAGD

THE INVESTMENT SEMINAR OF THE
MNATIONAL ES)SOCIATION OF HUl’UAL Insurance CoMPANIES

A

I AM PLEASED TO HAVE THE OPPORTUNITY TO MEET WITH THIS GROUP
AGAIN, IT HAS BEEN ONLY A YEAR SINCE | SAW YOU LAST BUT THE WORLD
AND THE ECONOMY HAVE CERTAINLY CHANGED,

LAST YEAR, VE WERE SEEING THE END OF A VIGOROUS ECONOMIC
EXPANSION, TOTAL OUTPUT OF GOODS AND SERVICES IN DOLLAR TERMS VAS
STILL RISING BUT ADJUSTED FOR PRICES, THE DECLINE IN OUTPUT HAD
ALREADY STARTED, [HILE THE HARBINGERS OF ECONOMIC DECLINE WERE
EVIDENT, THE MAJOR FOCUS WAS ON INFLATION., THE WHITE House ConFERENCES
ON INFLATION WERE HELD JUST A MONTH EARLIER AND THE SCRAMBLE BY
PRODUCERS OF ALL TYPES TO CORRAL MATERTAL AND SUPPLIES TO HEDGE
AGAINST INFLATION WAS STILL UNDERWAY,

Now THE NATION IS EMERGING FROM WHAT TURNED OUT TO BE THE
SHARPEST DECLINE IN REAL ECONOMIC ACTIVITY IN THE POST-HORLD WaAR Il
PERIOD. WE HAVE, FOR THE SEVENTH TIME SINCE WoRLD WAR 11, WEATHERED
ANOTHER ECONOMIC DOANTURM,

BUT AS THE OLD ADAGE GOES, “THE MORE THINGS CHANGE, THE MORE
THEY ARE THE SAME,” THOSE OF YOU WHO WERE HERE LAST YEAR MAY REMEMBER
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ME SAYING THAT | COULDN'T RECALL A PERIOD WHEN SO MUCH RADIO AND
TELEVISION TIME AND PRESS COVERAGE HAD BEEN GIVEN TO MONETARY POLICY,
IT's THE SAME TODAY.

You MaY RECALL THAT | SAID THAT | WISHED THAT IN TALKING
ABOUT INFLATION, WE WERE AS THE PHRASE GOES, “BEATING A DEAD HORSE,”
Bur I aooep, “THE HORSE ISN'T DEAD: IT IS STILL VERY ACTIVE.” IT's
STILL THE SAME TODAY,

You MAY RECALL THAT | ARGUED THAT WE CAN NOT AFFORD TO SET
I PLACE ECOMOMIC POLICIES THAT WILL DEFEAT EFFORTS TO ACHIEVE LONG-
TERM ECONOMIC GROWTH WITHIN THE BOUNDS OF REASONABLE PRICE STABILITY,
IT's THE SAME TODAY,

You MAY RECALL THAT [ SAID THAT MONETARY POLICY FORMULATION
CANNOT AND DOES NOT ESCAPE FROM THIS DIFFICULT AND PERPLEXING DECISION
EMVIRONMENT,  AND THIS, TOO, IS THE SAME TODAY,

BUT IN SPITE OF THE SAMENESS, AN UPDATE OF THE SYSTEM'S MOMETARY
POLICY ROLE IS STILL APPROPRIATE, [HE CURPENT ECONOMIC ENVIRONMENT
HAS INTENSIFIED THE INTEREST AND CC.ACERN IN THE SUBSTANTIVE PROBLENMS
AND ISSUES CONFRONTING MONETARY POLICY,

THE FIGURES JUST RELEASED SHOA THAT A SIGNIFICANT RECOVERY IS
UNDERWAY. THE SIZE OF THE UPTURN IN THE THIRD QUARTER IN TOTAL OUTPUT
OF GOODS AND SERVICES IN “REAL” TERMS, IN INDUSTRIAL PRODUCTION, AND
IN EMPLOYMENT IS NOT AT ALL ANEMIC, [T READILY MATCHES THE RECOVERY
FOR EARLIER PERIODS,

"WE SHOULD BE RELIEVED: WE SHOULD EE LOOKING AHEAD WITH
CONFIDENCE, DBUT MANY IN OUR SOCIETY ARE UNEASY AND LWNCERTAIN,
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THINGS ARE DIFFERENT THIS TIME. WE ARE COMING OUT OF THIS RECESSION
WITH THE HIGHEST UNEMPLOYMENT, THE HIGHEST FEDERAL DEFICIT, THE
HIGHEST INTEREST RATES AND THE HIGHEST RATE OF INFLATION OF ANY
CORRECTION IN THE PEACETIME, POSTWAR PERIOD, O WONDER THE CURRENT
ECONOMIC SITUATION AND PROSPECTS ARE VIEWED WITH LESS THAN EUPHORIA.
THE "SCENE”, AS THE YOUNGER GENERATION WOULD CALL IT, IS LOADED WITH
CHALLENGES,

THE BASIC CHALLENGE FOR ECONOMIC POLICY IS TO ACHIEVE A
SUBSTANTIAL AND SUSTAINABLE EXPANSION IN REAL OUTPUT AND EMPLOYMENT
WITHOUT FURTHER ESCALATION OF THE RATE OF PRICE INCREASES. AND
WE MUST DO SO WITHIN THE CONTEXT OF OUR FREE ENTERPRISE ECONOMY
AND WITHOUT LOSS OF PERSONAL FREEDOM,

LET’S BE CLEAR THAT THIS IS A SUBSTANTIAL CHALLENGE, InDI-
VIDUALS AND GROUPS WITHIN OUR SOCIETY HAVE DIFFERENT JUDGMENTS AS
TO VHAT THE COSTS ARE, WHAT RISKS ARE EXCESSIVE, AND HOW THE COSTS
SHOULD BE DISTRIBUTED OVER TIME AND AMONG THE VARIOUS SECTORS OF
THE ECONOMY,

My DIRECT INTEREST TODAY, OF COURSE, IS THE CONTRIBUTION THAT
MONETARY POLICY CAN AND SHOULD MAKE IN MEETING THAT OBJECTIVE, |
STRESS THE WORD CONTRIBUTION SINCE MONETARY POLICY CAN NOT RE OUR
SOLE ECONOMIC POLICY TOOL., THIS POINT HAS BEEN FAR TOO FREQUENTLY
IGNORED IN PUBLIC DEBATES WHERE EFFORTS ARE MADE TO FIND A SINGLE,
SIMPLE SOLUTION TO OUR DIFFICULTIES, ({OR CAN MONETARY POLICY BE
USED TO OFFSET FULLY THE EXCESSES OF OUR OTHER ECONOMIC POLICY ACTIONS.

Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



..l;._

THIS 1S PARTICULARLY IMPORTANT TODAY WITH PRESSURES INCREASING FOR
EXPANDED EFFORTS TO REDUCE UNEMPLOYMENT MORE QUICKLY-—PRESSURES TO
FOCUS ON LRMEMPLOYMENT MOW, IGNORING OR LEAVING INFLATION CONCERNS -
UNTIL LATER, AFTER ALL, SOME ARGUE, WE HAVE EXTENSIVE UNMDERUTILIZATION
OF HUMAN AND INDUSTRIAL RESCURCES: WE HAVE TIME TO SWITCH OWR EMPHASIS,
I THINK IT IS A TRAGEDY THAT WE HAVE SO OFTEN DEFINED OUR
ECONOMIC PROBLEM AS EITHER INFLATION OR UNEMPLOYMENT. THIS CHOICE
DOESH'T EXIST-~CERTAINLY NOT IN THE LONG RUN, | DOUBT THAT THERE
IS VERY MUCH SCOPE FOR THIS CHOICE EVEN IN THE SHORT RU, [HE
EXPERIENCE SINCE THE MID-190JS CLEARLY INDICATES THAT IT 1S INCREAS-
INGLY DIFFICULT TO TRADE OFF MORE INFLATION AGAINST LESS UNEMPLOYMENT:
WE CAN'T SWITCH FROM UNSMPLOYMENT FIGHTING TO INFLATION FIGHTING
AND THEN BACK AGAIN, [N A VERY REAL SENSE IT IS THE INFLATION THAT
CAUSED THE UNEMPLOYIENT,
A\ MYOPIC POLICY STRATEGY CAM ONLY WORK IF THE PUBLIC HAS WHAT
THE ECOMOMISTS CALL A MONEY ILLUSION-—THAT IS, THEY CONFUSE GANGES
IN NOMINAL INCOME WITH CHANGES IN hEAL INCOME. [F THE PUBLIC IS
CONFUSED OR ALTERMNATIVELY DOESN'T EXPECT THE RATE OF PRICE INCREASES
TO ACCELERATE, THEN YOU CAN HAVE Al INITIAL IMPACT ON UMEMPLOYVMENT
BY EFFORTS DESIGNED TO INCREASE MONEY IHCOME. THE SO-CALLED “PHILLIPS
CURVE" SEEMED TO WORK I THE EARLY 1900S WHEN THE VARIATIGNS IN THE
INFLATION RATE WERE LOW AMD THE PUBLIC WAS SLOW TO PERCEIVE THE
CHANGES IH INFLATION RATES, 3UT THE PUBLIC HAS BECOME ATTUNED TO
INFLATION, SO WATCH OUT: THE PERIOD OF TIME IN WHICH THE TRADE OFF
WILL WORK HAS BECOME SHORTER AND SHORTER,
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I WOULD HASTEN TO ADD THAT THIS DOESN'T MEAN THAT WE CAN NOT
OR SHOULD NOT USE FLEXIBLE ECONOMIC POLICY, BUT ALL OF OUR POLICIES—
FISCAL OR MONETARY—-MUST CONSIDER AND EMPHASIZE THE LONGER-TERM
RESULTS OF OUR ACTIONS,

THIS EMPHASIS ON THE LONGER-TERM HORIZON IS VERY MUCH A PART
OF FEDERAL RESERVE SYSTEM POLICY DECISIONS, WITH THE RELEASE LAST
SPRING OF THE YEARLY GROWTH RATE TARGETS FOR THE MOMETARY AND CREDIT
AGGREGATES, THE PUBLIC MNOW HAS SOME BASIS FOR JUDGING THE THRUST OF
MONETARY FOLICY, 1OT THAT THESE TARGETS ARE ETCHED IN STONE:; GOOD
MONETARY POLICY REQUIRES THAT THEY BE REVIEWED PERIODICALLY AND
CHANGED IF ECONOMIC CIRCUMSTANCES WARRANT, BUT THEY DO SERVE TO
INDICATE OUR BEST JUDGMENT OF THE APPROPRIATE PATH FOR MONEY AND
CREDIT EXPANSION, GIVEN NOT ONLY THE STAGE OF THE ECONOMIC CYCLE
BUT THE OBJECTIVE OF REACHING ULTIMATELY STABLE LONG-TERM GROWTH.
fiD THEY ARE TAKEN VERY SERIOUSLY BY THE FEDERAL RESERVE SYSTEM,

FEDERAL RESERVE SYSTEM ATTEMPTS TO HEW TO LONGER-TERM PER-
FORMANCE OBJECTIVES OF THE MONETARY AND CREDIT AGGREGATES AND GREATER
PUBLIC AWARENESS OF THIS HAS HAD SEVERAL IMPACTS, FIRST, THE ANHOUNCEMENT
OF THE FED'S MONETARY AGGREGATES TARGETS AND THE HEIGATENED AWARENE
ON THE PART OF THE INVESTING PUBLIC OF THE RELATIONSHIP BETWEEN
RATES OF GROWTH Il THE AGGREGATES AND THE RATE OF INFLATION HAVE
CONTRIBUTED TO THE INCREASED ROLE PLAYED BY EXPECTATIONS IN DETERMINING
INTEREST RATE MOVEMENTS, FOR EXAMPLE, IN THE NOT TOO DISTANT PAST,
THE CONSENSUS WAS THAT HIGHER RATES OF GROWTH IN THE AGGREGATES LED
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TO LOWER INTEREST RATES, THIS IS NOT NECESSARILY THE CASE NOW. IF
THE AGGREGATES HAVE BEEN EXPANDING FOR SOME TIME AT RATES ABOVE THE
ANNOUNCED TARGETS, THE MARKET COMES TO EXPECT THAT THE FEDERAL RESERVE
WILL BECOME LESS GENEROUS IN SUPPLYING RESERVES OVER THE NEAR-TERM,
THIS CREATES THE EXPECTATION OF RISING SHORT-TERM RATES 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 PATH HAVE LED,
UNTIL RECENTLY, TO HIGHER INTEREST RATES., AT THIS STAGE OF THE
ECOMOMIC CYCLE, THIS DEVELOPMENT WAS VIEWED BY MANY WITH DISTRESS,
BUT WE MUST KEEP ACCTGATE MONEY AND CREDIT GROATH UNDER CONTROL IF
WE ARE ULTIMATELY TO RESTRAIN INFLATION,

WE KNOW THAT LONG-TERM RATES ARE ADVERSELY AFFECTED BY THE
RAPID EXPANSION OF THE AGGREGATES BECAUSE OF INFLATIONARY EXPECTATIONS.
THIS 1S WHY WE SEE BEARISH BOND MARKETS WHEN THE MONEY SUPPLY GROWS
EXCESSIVELY AND RALLIES WHEN IT GROWS AT A MORE MODERATE PACE, THOSE
WHO HAVE CALLED FOR STEPPED UP GROWTH IN THE AGGREGATES IN ORDER
TO LOWER LONG-TERM INTEREST RATES MUST EITHER HAVE NOT BEEM FOLLOAING
THE MARKET VERY CLOSELY IN RECENT YEARS OR MUST BE STUCK WITH A
LARGE SHORT POSITION IN BONDS,

BUT KEEPING YOUR EYE OM THE LONG-TERM DOES NOT NECESSARILY
MEAN THAT INTEREST RATES MUST RISE IN AN ECONOMY THAT HAS UNDERUTILIZED
REAL RESOURCES, THE PROBLEM ARISES FROM STACKING PUBLIC CREDIT DEMANDS
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ON TOP OF PRIVATE DEMANDS, AS LONG AS THE AGGREGATES ARE UNDER
CONTROL., THE STACKING ISN'T BOTHERSOME BUT ONCE THE STACK GETS TOO
LARGE, EITHER INTEREST RATES MUST RISE TO ALLOCATE AVAILABLE CREDIT
OR THE MONETARY AND CREDIT AGGREGATES MUST RISE. AND IT IS THE
LATTER WHICH WE MUST GUARD AGAINST. FULL ACCOMYODATION BY THE FED
MIGHT HOLD INTEREST RATES DOAN TEMPORARILY AND INSURE NONFEDERAL
BORROWER ACCESS, BUT WOULD LEAD QUICKLY TO HIGHER RATES OF INFLATION
AND HIGHER INTEREST RATES IN TURN,

EARLIER IN THE RECOVERY, CROWDING OUT FEARS WERE EVEN MORE
RAMPANT THAN TODAY., IN MY VIEW, THERE WAS SOME OVERREACTION BY
THE MARKET TO THESE FEARS, FORCING INTEREST RATES HIGHER THAN WAS
JUSTIFIED BY THE UNDERLYING DEMAND AND SUPPLY CONDITIONS, CERTAINLY.,
PRIVATE CREDIT DEMAMDS HAVE NOT AS YET TAKEN OFF AND WE WERE SEEING
MORE REACTION TO ANTICIPATED PROBLEMS THAN ACTUAL PROBLEMS AS RECENT
INTEREST RATE DEVELOPMENTS SUGGEST.

[ PO HOT AND CANNOT TAKE A SANGUINE VItw OF THE TREASURY
DEFICIT, HOAEVER, IHE CURRENT [REASURY ESTIMATE oF $44 To $47 BILLION
OF NEW CASH IN THE SECOND HALF OF 1975 MUST BE VIEWED WITH CONCERN.

A CONTINUATION OF DEFICITS ON THE CURRENT SCALE CANNOT BE COUNTENANCED
BY ANYONE TRULY CONCERNED WITH THE VIABILITY OF THE PRIVATE SECTOR
OF THIS ECONOMY. '

FOR MY PART, | SEE NO BASIS FOR THE FED TO ACCOMMODATE ALL
BORROWING DEMANDS—-ROTH FEDERAL AND PRIVATE=-BY TRYING TO KEEP INTEREST
RATES -ARTIFICIALLY LOW, [0 DO SO WOULD MEAN GIVING UP EFFORTS TO
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REACH ULTIMATELY FULL EMPLOYMENT WITH STABLE PRICES——EVEN WHEN WE

'DEFINE BOTH OF THESE TERMS RATHER FLEXIBLY. BUT NOT ACCOMMODATING

ALL OF THE GROWING MON-FEDERAL NEEDS IN THE FACE OF CONTINUING BUDGET
DEFICITS OF THIS MAGHITUDE MEANS FEDERAL GOVERNMENT CONTROL OVER A
LARGER AND LARGER PORTION OF OUR TOTAL SPENDING. THIS DISTURBS ME
GREATLY BUT [ AM CONVINCED THAT MONETARY POLICY CANNOT AND SHOULD
NOT BE REQUIRED TO MAKE THE DECISION ON THE ALLOCATION OF SPENDING
BETWEEN THE PRIVATE AND THE PLLLIC SECTORS. FORTUMNATELY, WE HAVE
RECENTLY ESTABLISHED PROCEDURES TO IMPROVE THE FEDERAL GOVERNMENT'S
APPROACH TO PLANNING NATIONAL PRIORITIES, HOPEFULLY, THE FULL IM-
PLEMENTATION OF THE CONGRESSIONAL BunceT AnD [vpounoiveNT CONTROL
Act oF 1974 WILL SERVE TO LIFT THIS UNWANTED AND INAPPROPRIATE BURDEN
FROM THE SHOULDERS OF MONETARY POLICY.,

BUT THAT WILL TAKE TIME., FOR THE NEAR TERM, THE FIHANCIAL
OUTLOOK DEPENDS CRITICALLY ON WHETHER OR NOT THE FEDERAL DEFICIT
CAN BE HELD AT OR HEAR THE ADMINISTRATION'S TARGET. A, OF COURSE,
THE RECORD ON THE GROVTH OF PRIVATE CREDIT DEMANDS IS STILL TO BE
VRITTEN, | MUST CONCEDE THAT IF THE RECOVERY IS STRONG, THEN THE
ATTENDANT PRIVATE CREDIT DEMANDS CANNOT HELP BUT PUT SOME PRESSURE
On INTEREST RATES., 'Y HOPE IS THAT REMEWED VIGOR IN THE ECONOMY
AND TIGHT BUDGETARY CONTROL WILL ALLOW THE MARKETS TO HANDLE THE
FMERGING CREDIT DEMANDS IN A REASONABLE MANNER DURING THE PERIOD
AHEAD,

- [N THE FINAL ANALYSIS, OF COURSE, THE SUCCESS OF A FORWARD-
LOOKING POLICY DEPENDS CRITICALLY ON WHETHER THE MONETARY AND CRED:(
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AGGREGATE GOALS CHOSEN ARE APPROPRIATE, [OR NOW, TOO HIGH GOALS

LEAD TO FURTHER INFLATION: TOO LOW GOALS MEAN AN OVERLY SLUGGISH

OR EVEN ABORTED RECOVERY, UBVIOUSLY. | FEEL STRONGLY THAT THE

MODERATE PATH CHOSEN FOR MONETARY POLICY IS APPROPRIATE.

THE RECOVERY SO FAR IS TESTIMOWY TO THE APPROPRIATENESS OF
OUR MONETARY AND FISCAL POLICY ACTIONS, [N THE AREA OF FISCAL POLICY,
PUBLIC EMPLOYMENT PROGRAMS WERE EXPANDED, UNEMPLOYMENT INSURANCE
WAS LIBERALIZED, AND INCOME TAXES WERE REDUCED, I[N ADDITION, CHANGES
IN THE INVESTMENT TAX CREDIT ALLOWANCE HAVE STRENGTHENED INCENTIVES
FOR BUSINESS INVESTVMENT IN FIXED CAPITAL.

ON THE MONETARY SIDE, INTEREST RATES-~PARTICULARLY SHORT TERM
RATES——HAVE FALLEN DRAMATICALLY FROM THEIR 197/ HIGHS AS A RESULT
OF DECLINING CREDIT DEMANDS AND A MORE ACCOMMODATIVE MONETARY POLICY,
[N THE PAST SIX 1ONTHS, IY] (PRIVATE DEMAND DEPOSITS PLUS CURRENCY

ND COIN HELD BY THE NONBANK PUBLIC) HAS INCREASED ABOUT D PER CENT
M A SEASOMALLY ADJUSTED BASIS AMD b (i1 pLUS COMSUMER TYPE TIME
DEPOSITS AT COMMERCIAL BAHKS) ABOUT 3 PER CEMNi.

AS A RESULT OF THESE PROGRAMS, CONSUMER SPENDING HAS PICKED UP,
INVENTORY LIQUIDATION IS LARGELY COMPLETED, PRODUCTION HAS BOOSTED.
AND THERE HAS BEEN A REDUCTION IN THE INFLATION RATE,

CORPORATIONS HAVE TAKEN ADVANTAGE OF THE EASIER CREDIT CONDITIONS
BY IMPROVING THEIR LIQUIDITY POSITIONS THROUGH THE FUNDING OF A
GREAT PORTION OF THEIR SHORT-TERM DEBT, DANKS AND OTHER FINANCIAL
INSTITUTIONS HAVE ALSO USED THE PERIOD OF SLACK CREDIT DEMAND TO
REPAIR THEIR LIQUIDITY POSITIONS., CONSUMERS, TOO., PUT THEIR FINANCIAL
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HOUSES IN ORDER BY PAYING DOWN INDEBTEDNESS AND MAKING ADDITIONS
TO THEIR LIQUID FINANCIAL ASSETS. ALL OF THESE FACTORS ACTED TO
INCREASE ECONOMIC ACTIVITY IN THE THIRD QUARTER AND TO FORM A SOLID
FOUNDATION UPON WHICH FURTHER RECOVERY CAN BUILD,

[ AM WELL AWARE THAT WE ARE NOT YET., SO TO SPEAK, "“OUT OF
THE wooDs”, THE CAPITAL GOODS INDUSTRY, AS IS TYPICAL IN A RECQVERY,
IS STILL LAGGING: CONSTRUCTION AND HOUSING, I PARTICULAR, ARE NOT
LEADING THE RECOVERY AND COULD AGAIN BE CAUGHT IN DISINTERMEDIATION
PROBLEMS, AND THERE ARE THE UNEASY, UNCERTAIN OVERHANGS OF HEw YORK
CITy’'s DIFFICULTIES AND ENERGY AND FOOD PRICE PRESSURES,

BUT IN THIS COMPLEX OF PROBLEMS AMD DIFFICULTIES, I SEE
ABSOLUTELY NO BASIS FOR ARGUING THAT THE MAINTENANCE OF A MODERATE
MONETARY POLICY STANCE CHARACTERIZED BY A 5 T0 7 1/2 PER CENT RATE
OF {1] GROWTH FROM THE SECOND QUARTER 1375 TO THE SECOND QUARTER OF 1976
WILL NOT SERVE AS AN APPROPRIATE COMPLEMENT TO ECONOMIC RECOVERY, [T
IS A COURSE TUAT | BELIEVE WILL PROMOTE SUSTAINAZLE ECOROMIC GROWTH
AND AT THE SAME TIME WILL CONTINUE TO BAMK THE FIRES OF INFLATION,

I REALIZE THAT THIS POLICY PRESCRIPTION MAY NOT REDUCE THE UNEMPLOY-
MENT RATE AS FAST AS WE ALL WOULD PREFER., DBUT A PERMANENT REDUCTION
IN THE RATE WILL REQUIRE FURTHER SACRIFICE. WITH UNEMPLOYMENT IN-
SURANCE, FOOD STAPS., [EDICAID, AND OTHER TYPES OF INCOME MAINTENANCE
PROGRAMS, THE MISERY SUFFERED BY THE UNEMPLOYED HAS BEEN LESSENED
AND THE BURDEN IS ALSO BEING SHARED BY THE EMPLOYED, SINCE IT IS THIS
LATTER GROUP THAT MUST FUND THESE PROGRAIS,
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blE ARE ALSO DEGINNING TO REALIZE THAT INFLATION IS VERY COSTLY,
POLICIES LEADING TO INFLATIONARY PRESSURES RESULT IN THE LONG RUN IN
THE DESTRUCTION OF JO3S, NOT IN THEIR CREATION. THE VERY GROUPS
WHICH ARE TO BE HMELPED ARE HURT THE MOST. THE OPERATION OF OUR
TREMENDOUSLY PRODUCTIVE ECONOMY BECOMES DISTORTED AND IN THE FINAL
ANALYSIS THE VERY FABRIC OF SOCIETY IS AFFECTED,

THE COUNSEL OF PATIENCE IS NEVER VERY POPULAR, BUT IT IS
APPROPRIATE IN THIS SETTING, WITH A WILLINGNESS TO ACCEPT A LOWGER
HORIZON, THE COUNTRY CAN AGAIN ENTER AN ERA OF STEADY ECOMOMIC GROWTH.
I A CONVINCED THAT WE WILL DO SO,
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