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PRESIIDJT OF ~t ml¼_r. BLINK OF 0-HO'\ffi 

i'ORJIBIIE ~i,?~('CYV'IATION 
FEBRUARY 23,!l976 

I WOULD LIKE TO TALK WITH YOU FOR A FB~ MINlITES THIS EVENING ABOUT 

lHE FEDERAL RESERVE SYSTEM, A NLJIBER OF COMv1ENTS HAVE BEEN MADE ABOlJf 

IT IN RECENT f'ION"THS -- SOME CRITICAL, S~ FAVORABLE -- AND I 
lHOUGHT TI-iAT YOU MIGHT BE INTERESTED IN SOf-E OF MY PERCEPTIONS OF 

THE SYSTEM AND ITS MANY ROLES. I OBVIOUSLY WON'T TRY TO COVER EVERY 

ASPECT OF THE SYSTEM IN DETAIL BUT PEr¼IAPS BY GIVING YOU A ROUG1 

OUTLINE I 'LL REMIND YOU OF SOfvE QUESTIONS YOU WANTED TO RAISE. 

l WILL TRY TO LEAVE AS MUCH TIM:: AS POSSIBLE SO THAT YOU CAN LEAD MY 

COM'11ENTS INTO AREAS THAT ARE OF MJST INTEREST TO YOU, 

I SUPPOSE TI-IAT ALL OF YOU HAVE, AT ONE TIME OR ANOTI-IER, BEEN 

ASKED TO DESCRIBE WHAT lHE FEDERAL RESERVE SYSTEM IS AND OOES, 

OBVIOUSLY, I'VE BEEN ASKF..D 11-fAT MJ\NY TifvES, IT IS AI.Y4AYS INTERESTING 

THAT THE VIEW OF 11-fE SYSID1 HELD BY 11-fE AUDIENCE IS STRONGLY 

INFLUENCED BY TI1E ASPECTS OF "THE SYSTEM WITI-1 WHIQ-f THE AUDIENCE IS '1)ST 

FAMILIAR, CoNSLMER GROUPS WANT TO TALK ABOUT "TRLITH IN LENDING" OR H<M 

WE HANDLE TiiE SALES OF TREASURY SECURITIES TO INDIVIDUALS, ECONOMISTS 

AND ACADEMICS WANT TO TALK ONLY ABOUT i"ONETARY POLICY AND RECENTLY lHE 

"GREAT DEBATE
11 

ON r1 VERSUS INTEREST RATES AS POLICY GUIDES, GROUPS 

REPRESENTING NON-BANK FINANCIAL INSTITI.rrIONS WANT TO TALI< ABOlIT 

"rfM" ACCOUNTS AND ACCESS TO FEIERAL RESERVE SERVICES, 
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LlM1:RCIAL. BANKERS TEND TO HAVE lHE BROADEST CONCEPTION 

OF THE FEDERAL RESERVE SYSTEM BUT STILL ARE r-usT INTERESTED IN 

ll-fE REGULATION AND SUPERVISION OF BANKS AND THE PAYMENTS M:CHANISM, 

THE SHARPLY DIFFERENT PERCEPTIONS OF lHE FED'S ROLES STILL 

REMAIN BUT ARE GRADUt\LLY MERGING, THERE IS fv'ORE FREQUENT RECOGNITION 

OF THE FACT THAT TI-IE FED IS NOT SIMPLY A COLLECTION OF DIVERSE 

ACTIVITIES, THERE IS A COM"ON nmEAD. \~A-iILE WE DEAL Wini BANKS, 

WITH GOVERNMENT AND 11-IE PUBLIC, THE C(lff)N ELEfvENT, 11-fE BASIC EFFORT 

OF THE FEDERAL RESERVE SYSTEM, IS TO MEET ITS BROAD RESPONSIBILITIES 

TO 11-iE PUBLIC AT LARGE, THE FED HAS A PUBLIC PURPOSE, Irs OBJECTIVE 

IS ESSENTIALLY TO SERVE TI-IE PUBLIC INTEREST, 

Ir MAY SEEM STRANGE TO YOU TI-fAT I STRESS THIS. You KNCM TI-fAT 11-iE 

SYSTEM WAS CREATED BY CoNGRESS AND CAN BE 01ANGED OR rvDDIFIED AT AfN Tl~ 

lHAT CoNGRESS WISHES, IT SEEMS OBVIOUS TI-iAT lHE FED HAS A PUBLIC 

PURPOSc OR OBJECTIVE, 

Bur, INTERESTINGLY, 1HAT HAS NOT BEEN TI~E WAY I N WHio-t 11-tE FED 

HAS BEEN VIEWED BY MANY IN OUR SOCIETY, BECAUSE OF ITS EXTENSIVE 

INTERACTION WITH ONE I~IDUSTRY - CCJ,tlfRCIAL BANKING -- 11-fERE HAS BEEN 

A WIDESPREAD MISCONCEPTION BY 11-IE PUBLIC, BUSINESS M::N, SOME MEMBERS 

OF CoNGRESS, AND EVEN SOME BANKERS, THAT THE FED SERVES A PARTICULAR 

PRIVATE INTEREST RAlHER lHAN THE PUBLIC INTEREST, IT HAS BEEN VIEWED 

AS A SPECIAL KIND OF CORRESPONDENT BANK OR EVEN ON OCCASION AS A 

TRAIi: ASSOCIATION, 

I STRESS 11-fE MISCONCEPTIONS OF TI-IE FED'S PURPOSE AND THE FACT 
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TI-IE FED HAS A PUBLIC ROLE BECAUSE PS OUR SOCIETY HAS BECOME flORE CONCERNED 

WITI-t lHE RESPONSIVENESS OF IN.STITIJfIONS TO PUBLIC NEEDS AND VALUES, 

THERE HAS BEEN A GREAT DEAL OF CONFUSION ABOlJf ~'/HAT TiiE FED IS AND HO'l 

IT SHOULD BE EVALUATED, ON ONE SIDE, EFFORTS ARE SOM:TIMES Ml\DE TO 

EVALUATE PERFORl'WJCE IN SUCH AREAS AS TI-IE PAYMENTS MEa-tANISM AS 'THOUGH 

WE WERE SERVING A PRIVATE INTEREST, ON 11-iE OTHER, PERFORl'WJCE IN 

AREAS SUCH AS BANI< SUPERVISION ARE SUPPOSEDLY BE I NG VI ~~ED FRav1 A PUBLIC 

INTEREST STANDPOINT, BLIT YET TI~E PROCEDURES PROPOSED SEEM TO MEET PRIVATE 

INTEREST OBJECTIVES TO TI~E DETRifvENT OF TiiE PUBLIC INTEREST, 

lJsING TI-IE PUBLIC I~ITEREST PURPOSE AS TrlE BACKGROUND, LET'S LOOK 

AT A Fc.W OF ll-fE FED'S FUNCTIONS, THREE OR FOUR CATEGORIES ACCOLM" FOR 

11-iE MAJOR PART OF OUR ACTIVITIES IN THE FED -- lHE PAYMENTS MEQ-IANISM, 

FISCAL AGENCY RESPONSIBILITIES, THE SUPERVISION OF BANKS , AND, OF COURSE, 

'1lNETARY POLI Cf, 

hs BANKERS, YOU ARE ALL VERY FAMILIAR WITI-f OUR PAYMENTS MEQ-IANISM 

ROLE BUT LET M: TAKE A FBM MINUTES TO SKETGH OUT WHAT SE8v\S TO BE TI~E 

MAJOR PUBLIC INTEREST CONCERNS AT THE t,.U-1ENT, 

No\l , OF COURSE, IF ~IE ARE TALKING ABOUT TI;E PAYMENTS rvECFIANISM, WE 

SHOULD PROBABLY AT LEAST MENTION OUR ROLE IN PROVIDING CURRENCY AND COIN, 

Bur TI-IERE ISN'T ANYllHNG PARTICULARLY EXCITING ABOUT QUESTIONS St.CH AS: 

ViHAT HAS HAPPENED TO TI-IE 62 MILLION HALF IXJLLARS WE 'VE DISTRIBlJfED IN THE 

MIIJMEST ALONE SINCE 1973? WHERE HAVE 11--fE BICENTENNIAL COINS OONE -

$27 MILLION IN HALVES, QUARTERS AND DIMES? WHAT WILL HAPPEN TO TI-IE 

$2.m BILL WHEN IT IS ISSUED IN APRIL? Is ANOTiiER PENNY S~RTAGE LIJ<ELY? 
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l SUSPECT YOUR INTEREST IS PRIML\RILY CENTERED ON lHE FEDERAL 

RESERVE'S TRADITIONAL ROLE AS THE LINK BElWEEN 14,(ro CCJ+1ERCIAL BANKS 

IN 11-fE COUNTRY FOR CLEARING AND SETTLING rvDNEY PAYfvlENTS, THE 

CCMvll.JNICATION, ACCOUNTING AND SORTING ARRANGEJv1ENTS FOR t-'OVING rvDNEY AND 

t()NEY Alffi-ORIZATIONS BElWEEN EACH PAIR OF 14,(ro BANKING INSTITUTIONS IS 

A FORMilllIBLE COMPLEX OF Mn.CHINERY TO SAY TI-IE LEAST. IF IT WERE TO 

BREAK IXWN OR SHUT IXl~N,· CHECK BACKLOGS WOULD PILE UP AT TiiE RATE OF 

3{}-40 MILLION I~ PER DAY, AND, AS YOU KNOrl, TI-IE OOLLAR VOLl.JvE OF 

TRANSFERS GOING THROUGH TI-fE RESERVE ACCOUNTS AT TIE FED ARE HUGE --

M:>RE lHAN $25 TRILLION A YEAR IN WIRE TRANSFERS ALONE AND ANOTI-fER $4 TRILLION 

IN OiECKS, 

I HARDLY NEED TO TELL YOU AS BANKERS, HCJvl/ RAPIDLY THE PAYMENTS 

MECHANISM HAS BEEN Cl-v\NGING IN TERMS BOTii OF FORM ON PAYMENT AND 

INSTITlITIONAL PARTICIPATION, fl)R 00 I NEED TO !:WELL ON THE CHANGING 

PUBLIC PERCEPTIONS AND CONCERNS WITH THE PAYMENTS MEO-iANISM, WHAT HAD 

BEEN A LITTLE KNCJtlN AREA - S0ME1HING lHE PUBLIC NEVER 11-!0UGHT ABOUT -

HAS BECOME PART OF TI-fE PUBLIC DEBATE, THE PUBLIC HAS BECOM: INTERESTED, 

EVEN CONCERNED, ABOUT TI-IE FORM OF PAYt'ENT, CONFIDENTIALITY IN 

ELECTRONIC TRANSFERS, 11-IE LOSS OF FLOAT 11-fROUGH SPEEDER OR INSTANTANEOUS 

CLEARING AND THE GROdlNG IMPERS0NALllY OF CUSTOMER-BANK RELATIONSHIPS. 

THAT CHANGE IN PUBLIC PERCEPTIONS HAS BEEN PART OF 11-fE R~ON FOR 

CoNGRESS I ONAL CONCERN. THE OlHER REASON FOR WNGRESS I ONAL INVOLVEMENT 

IS THE NECESSilY OF BALANCING MANY EQUITIES IN fv[)NEY TRANSFERS FOR THE 

PUBLIC'S BEN'·S: IT, 
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THE CCM'1ISSION ON ELECTRONIC FUNDS TRANSFER HAS HAD A VERY SLCM 

START -- EVEN 11-iE PROCESS OF SELECTING MEMBERS HAS TAKEN FAR LONGER 

1HAN EXPECTED, NEVER1HELESS TI-fE LEGISLATION SHOULD BE HELPFUL IN 

ESTABLISHING PUBLIC INTEREST PRIORITIES AND IN CLARIFYING TI-IE 

RESPONSIBILITIES OF VARIOUS PARTICIPANTS IN FUNDS TRANSFER. OF COURSE, 

IT WILL BE A FORMIDABLE AND CavtPLEX TASK, IT WILL OBVIOUSLY BE A 

WHILE BEFORE IT CAN BE ACCO1PLI SHED, 

YouR EQUITY AS BANKERS IN lHE PAYMENTS M:CHANISM IS SIGNIFICANT, 

You'VE DEt'DNSTRATED YOUR INTEREST AND YOUR ABILilY TI-fROUGt DEVELOPMENT 

AND EXPERIMENTATION WITH MA.NY TE01NIQUES AND PROCEDURES, THERE IS, 

I--OIEVER, A STRIKING DIFFERENCE BffilEEN THE BACKGROUND FOR YOUR DECISIONS 

IN 11-HS AREA Natl AND EARLIER AND BETWEEN DECISIONS IN THIS AREA AND YOUR 

OTHER ATTEMPTS TO IMPROVE YOUR EFFICIENCY OF OPERATIONS. THAT IS THE 

CLEARER IDENTIFICATION OF 11-fE PUBLIC INTEREST IN THE PAYMENTS ~CHANISM. 

Nor TI-1AT PUBLIC INTEREST HAS f\OT AlYJAYS BEEN A BANKER CONSIDERATION, 

N™, 1-l™EVER, THE SPELLING OlJf OF 11-iAT INTEREST B.Y. OJJ:IERS WILL ACT BOTH 

AS A CONSTRAINT AND A PROD IN A MUCH MJRE SIGNIFICANT MA.NNER, 

IN 11-tAT ENLARGED PUBLIC ARENA, THE ~J0R ISSL£S ARE STILL NOT 

RESOLVED, WHO SHOULD HAYE lliE fvV.\JOR RESPONSIBILI1Y FOR DEVELOPING AND 

OPERATING TI-IE SYSTEM FOR HANDLING OF f'IONEV PAYMENTS? ls IT A PRIVATE OR 

A PUBLIC FU~CTION? ls TiiE CONTINUA.TION OF A MIXED PRIVATE AND PUBLIC 

RESPONSIBILITY IN THE BEST PUBLIC INTEREST? IF ll~ERE IS A CLEAR PUBLIC 

INTEREST, WHO SHOULD HAYE ACCESS? 

I KNOM THAT THESE ARE QUESTIONS THAT BOTHER YOU. THEY BOll-iER US 

AS WELL. IT WOULD BE PRESlWTLOUS OF tlf, TO SAY TI-IAT l HAVE THE ANSWERS. 
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Mv CRYSTAL BALL IS CLOUDY TOO, Blff IT SEEMS TO ME 11-fAT TI-JERE ARE SOME 

ELEMENTS IN 11-fE PROPOSALS OF THE FINANCIAL INSTITIITIONS Acr OF J976 

11-iAT MA.Y SUGGEST A DIRECTION, THE HOUSE CoMvlITTEE ON BANKING, UJRRENCY 

AND HOUSING HAS PROPOSED 11-IAT ALL FINANCIAL INSTITlITIONS USING 11-fIRD 

PARlY PAYMENTS ACCOUNTS HAVE SIMILAR RESERVE REQUIREri:NTS, THAT INSTITLITIONS 

BE CHARGED FOR 11-iE USE OF TI-IE ACCOUNTS AND TI-fAT IN'TEREST BE PAID ON lHE 

RESERVE ACCOLNfS, 

I RECOGNIZE FULLY TI-fE SERIOUS ISSUES OF POTENTIAL ~GE TO DUAL

BANKING 11-iAT ARE INVOLVED, Bur I ALSO AM KEENLY AWARE OF 11-1E EQUilY ISSUES 

INVOLVED, IF 11-IE PAYMENTS MECHANISM IS OPERATED IN lliE PUBLIC INTEREST AND 

ALL INSTITIJflONS ARE TO BE GPJ\rrrED EQUAL ACCESS, THEN ALL SHOULD CARRY TiiE 

BURDEN EQUALLY, 

tl'DTIONS ON THESE ISSUES RUN HIC,H, As MUCH AS WE MIGHT ALL Lil<E TO 

00 BACK TO AN EASIER LESS CONFLICTING TIME, THE ISSUES ARE NOT GOING TO 

00 AWAY, IT IS ONLY A MATTER OF HOtl AND WHEN, 

THE GROMTH OF PUBLIC INTEREST CONCERNS I J UQ-f FED ROLES AS FISCAL 

AGENCY RESPONSIBILITIES HAS BEEN FAR LESS, THE GENERAL PUBLIC INTEREST 

HAS BEEN LARGELY CENTERED ON OUR AGENCY ROLE IN SELL! G TRfASURY ISSUES, 

0vER 11-1E LAST FEW YEARS, \'1E 1VE BEEN PLACED IN TI-IE POSITION OF OOING 

SCJ£11-iING ABOt.rr OUR 11MERQ-fANDISING" ACTIVITIES, THE PUBLIC OOESN'T 

DISTINGUISH BffilEEN THE TREASURY AND 11-IE FED, Arm SO WE GET CRITICISM 

OF TI-IE INTEREST RATES "WE" OFFER AND HARSH WORDS WHEN 11-IE INDIVIDUAL 

HAS m "coUG-1 UP" SCJ£Tl-fING MJRE TI-fAN EXPECTED ON AN ALCTION, AND WE 

HAVEN'T BEEN PARTICULARLY EQUIPPED FOR "WALK-IN" TRAFFIC, Ir's A NB'I 
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EXPERIENCE TO HI\VE TO WORRY ABOlIT WASH~ FOR "OUR CUSTCM:RS" AND 

CHAIRS SO 11-fEY CAN SIT IXl'IN v-n--lILE WAITING, 

Btrr AS I SAY, n-tE PUBLIC INTEREST CONCERN IS NOT SIGNIFICANT HERE, 

IF 11-fE TREASURY WERE TO f'IOVE TO FULL BooK-ENTRY AND THE ELIMINATION OF 

DEFINITIVE SECURITIES IT MIGHT BE ANOlliER STORY, 

THE "HOTTEST' PUBLIC INTEREST ISSUE AROUND NCM, OF COURSE, IS THE 

SAFElY AND SOUNDNESS OF BANKS, THE ORIGINS OF 11-iE DEBATE ARE WEl.l.. Kf'O,/N -

FRAl"JKL IN NA TI ONA, SAN DI Ero AND THE REIT' s , THE PRESSURE FOR DI scLosuRE 

IS A RAll-tER DISTURBING ELEMENT TO ME, I AM NOT OPPOSED TO REASONABLE AND 

MEANINGFUL DISCLOSURE, PARTICIPANTS IN THE MA.RKET FOR BANK JEBT AND 

EQUITIES SI-OULD BE ABLE TO DIFFERENTIATE ACCURATELY Af-t)NG INSTITUTIONS 

AS TO SOlWLESS, EARNING PROSEPCTS AND fWJAGE~NT CAPABILllY, Bur 

IMPROPER DISCLOSURE AROUSES NAIVE CONCERN 11--iAT CAN ADVERSELY AFFECT 11-iE 

BANK AND ULTIM'\TELY THE MEll-0:00 OF FINANCING IN OUR ECONO"v'IY, 

To fvE, THERE IS A SIGNIFICANT CONFUSION IN lHE RISING PUBLIC PRESSURE 

FOR DISCLOSffiE, ON ONE HAND, INCREASED INFORMl\TION TO THE INVESTOR t"AY 

SERVE TO PROTECT HIS INVESTMENT, BUT ON THE Ol'HER, IT MAY ALSO SET IN 

TRAIN IBELESS AND INAPPROPRIATE SPECULATION ABOUT THAT AND OTHER 

INSTITIITIONS IN GENERAL. WE END UP, 11-iEN, SUPPORTING A PRIVATE INTEREST 

AT lliE EXPENSE OF l1-iE PUBLIC INTEREST, 

As BANKERS YOU ARE AWARE OF THE PROBLEM SITUATIONS WHICH ARE 

RESOLVED 11-IROUC:H MERGER, MEW ™NERSHIP OR AN INFUSION OF CAPITAL WITiiOUT MN 

PLBLIC LOSS -- IN FACT WITHOUT EVEN A RIPPLE IN 11-iE FINANCIAL COl't1UNilY, 

THE SUPPORTERS OF ABSOLUfE, FULL DISCLOSURE SEEM ALSO TO BE 
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AMBIGLOUS IN THE RESULTS THEY HOPE TO AOHEVE. THEY SEEM TO INFER 11-iAT 

FULL DISCLOSURE WILL ON ONE HAND KEEP TiiE BANK FROM FAILING, YET, ON 

11-tE OTHER HAND, ARGLE THAT FULL DISCLOSURE WILL l<EEP lHE REGULATORS 

FROM SUPPORTING A FAILING BANK THAT SHOULD 00 UNDER. I AM CONFUSED BY nus. 
I AM ALSO DISTURBED BY THE PRESLMPTION TiiAT YOU WILL BE BETTER 

~1ANAGERS IF TI➔ERE \\PERE FULL DI SCLDSURE. Sa~&fOW AND FOR SOME REASON, 

YOU ARE RUNNING YOUR BANKS, IGNORING YOUR STOCKHOLDERS, OR, EVEN \'()RSE, 

"PULLING THE WOOL11 OVER TI~EIR EYES, AGAIN, I AM CONFUSB) BY 11-IIS, 

As I SAID AT TI-IE OUTSET, I ID BELIEVE TiiAT MEANINGFUL INFORML\TION 

SHOULD BE PROVIDED. I HOPE TI1AT A CLEARER O)NCEPTION OF THE RISKS AND 

BENEFITS WILL BE IEVEL0PED, l'M CONFIIENT THAT IT WILL. 

ONE FURTHER POINT ON SUPERVISION AND REGULATION, 11-IE SUPPOSED 

DI FFI CUL TI ES IN BANK SOU'JDNESS HAS BEEN TRANS LA TED INTO INCREASED 

PRESSURE FOR REGULATORY CHANGE, \iJJ..iILE A CASE MIGHT BE r1ADE FOR AN 

OVEF¼tAuL OF OUR REGULATORY APPARATUS, l 00 NOT FEEL 11-IAT A CONNECTION 

HAS BEEN SHCMN TO EXIST BETWEEN OUR REGULATORY STRUCTURE AND THE 

PRESut-E) PROBLEMS. WERE ll1E FRANKLIN AND SAN DIEGO FAILURES A RESULT OF 

OUR REGUU\T0RY STRUCTURES? l SEE NO REASON FOR ARGUING TI-tiff. IbES 

TiiE PRESENCE OF SOME BANKS ON A SO-CALLED 11WATCH LIST" SUGGEST 11-iAT 

OUR CowTROLLER, RJIC, FED AND STATE EXAMINING STRUCTURE IS FAULTY? 

AG.A.IN, I WOULD HAVE TO SAY, NO, 

CERTAINLY, INDIVIDUAL BANK MA.NAGEMENTS C.AN AND HAVE Ml\DE ERRORS, 

No ~UNT OF DISCLOSURE WILL CORRECT THAT, IN FACT, I WOULD ARGUE 

11-iAT THE ERRORS THAT HAVE BEEN Ml\DE BY BO™ BANK MA.NAGEM:NTS AND MARKETS 
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HAVE ARISEN l'OT FROM A LJ\CK OF REL.EVANT BANK ACOOUNTING DATA BUT FROM 

A MISREADING OF ECotfflIC TRENDS, 

THAT TAKES ME TO lHE LJ\ST ROLE OF lHE FED WHICH I MENTIONED EARLi ER -

t'ONETARY POLICY, HERE THERE IS LITTLE OOUBT TI-IAT TI-IERE HAS AJ.J1AYS BEEN A 

STRONG PUBLIC PERCEPTION OF lliE SYSTEM'S ROLE AS BEING IN THE PUBLIC 

INTEREST, THE ONLY DIFFERENCE HAS BEEN lliE INCREASED 8'1PHASIS IBAT 

HAS BEEN PLACED ON CoNGRESSIONAL OVERSIGIT, THIS OVERSIGHT HAS f'OT 

OfANGED 11-IE WAY IN WHIOi t1JNETARY POLICY IS FORMULATED AND IMPLEMENTATION, 

Bur INCREASED OVERSIGIT HAS BFOUGff WITH IT Sorv'iE PLUSES, Ir HAS 

REt'OVED SavlE OF 11-fE msTERY ASSOCIATED ~iITH WHAT lliE OBJECTIVES OF 1HE 

FED ARE AND HAS DEMJNSTRATED 11-fAT THERE IS NO BASIS FOR VIB-IING THE FED'S 

ACTIONS AS BEING INIMICAL TO THE PUBLIC INTEREST, 

THERE ARE PROPOSALS FOR FURlliER DISCLOSURE OF MJJETARY POLICY DECISIONS, 

Mt\NY ASSOCIATED wrn-t TI-fE "SUNSHINE IN GoVERf\lVll:NT
11 

BILLS, THE FED HAS 

AlliAYS TAKEN lHE POSITION lliAT AS MUCH INFORMATION WILL BE REL.E.A.$ED AS 

POSSIBLE, THE ONLY LIMITATION MUST BE 11-iOSE ITEMS WHICH WOULD TEND TO 

DISRUPT THE DECISION PROCESS OR DISRUPT TiiE MARKETS THAT ARE IMPORTANT IN 

11--IIS ECOf\OMY, IF EITiiER IS DISRUPTED, 11-iE PUBLIC INTEREST WOULD l'OT 

BE SERVED, 

THE FED IS NOT UNCOMFORTABLE IN TI-iIS NEW ENVIRONMENT OF INCREASED 

CONCERN wrn, INSTITUTIONS. IT WAS DES I GNED TO SERVE THE PUBLIC INTEREST, 

HAS BEEN OPERATED SO AS TO SERVE 11-iAT INTEREST AND WILL CONTINUE TO 00 SO, 
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