IN RECENT YEARS AND PARTICULARLY SINCE THE
LATE 1960's, THE PUBLIC'S PERCEPTION OF THE FEDERAL

Role ©F F2do4seove anp THE ROLE IT PLAYS IN THE ECONOMIC WEL- <
Reseave. ¢ FARETOF OUR NATION HAS GROWN ENORMOUSLY. ACTIONS
/. D,S,aw-/r/?kf-e THAT WE TAKE TO ESTABLISH THE DISCOUNT RATE; TO

4. Ma-ne__,r 6”FP!? INFLUENCE THE LEVEL AND RATES OF GROWTH OF THE MONEY

—

3. Regerve Reg SUPPLY, TO SET RESERVE REQUIREMENTS FOR THE BANKING

¥ Dellsn SYSTEM; AND, ACTIONS DESIGNED TO STABILIZE THE VALUE

OF THE DOLLAR IN FOREIGN EXCHANGE MARKETS MAKE

; HEADLINES ALMOST ON A DAILY BASIS.

- & BEING IN A HIGHLY VISIBLE, FIRST LINE, POLICY-

——— e

o+

MAKING POSITION IS NOT A ROLE THAT HAS BEEN ACTIVELY
SOUGHT BY THE FEDERAL RESERVE--AS A MATTER OF FACT ——
———

IT MAKES SUR=ooB®@l CARRYING OUT OUR ASSIGNED

RESPONSIBILITIES MUCH MORE DIFFICULT IN MOST

INSTANCES .
" Wiy AND HOW WE HAVE COME TO OCCUPY OUR PRESENT
~_~" POSITION MAY BE OF SOME INTEREST TO HISTORIANS BUT
WOULD SERVE LITTLE PURPOSE FOR DISCUSSION HERE TODAY.
Qarteas HOWEVER, CAST AGAINST THIS BACKDROP, THE RECENT
My Lier ANNOUNCEMENT BY PRESIDENT CARTER OF HIS SELECTION

———— e ——

oF G, WiLLIiAM MILLER TO Ssucceep DrR. ARTHUR BURNS As

CHAIRMAN OF THE FEDERAL RESERVE TAKES ON ADDITIONAL
IMPORTANCE--PARTICULARLY TO THOSE OF YOU WHO PRAC-

TICE THE ART OF FORECASTING FUTURE ECONOMIC EVENTS jee e
INCLUDING INTEREST RATE LEVELS.
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DR, BURNS 1S A WELL KNOWN AND HIGHLY RESPECTED
LD_E. Bdkli{ INDIVIDUAL WITH A PROVEN TRACK RECORD ESTABLISHED
OVER A LONG PERIOD OF PUBLIC SERVICE. IN MY JupG-
MENT THE NATION OWES HIM A DEBT OF GRATITUDE FOR HIS
PERSISTENT AND OFTEN SINGULAR VOICE EXPRESSED IN

————

SUPPORT OF FISCAL AND MONETARY SANITY. ON THE OTHER

) , HAND, MrR. MILLER’S VIEWS WITH RESPECT TO MONETARY
eAS -
£f§:..£’-’i-‘f——- AND FISCAL MATTERS ARE NOT WELL KNOWN._QT\I_S} THERE=-

Views wpot”
EEre -@i FORE »NOT SURPRISING THAT SPECULATION IS NOW TAKING

PLACE AS TO WHAT THE COURSE OF MONETARY POL_LCY WILL

oukse © = dmt BE UNDER HIS LEADERSHIP.,
L

W 1ER. THE PRESS IS DEVOTING CONSIDERABLE ATTENTION TO
) EVERY ASPECT OF MR. MILLER'S ACTIVITIES, BOTH PAST
CCou or &3
Swﬁmt AND PRESENT, AND | MUST SAYXTHAT | READ EACH OF
&F PR

— ; THESE ACCOUNTS WITH MORE THAN A PASSING INTEREST.
Aot ties i e
— HOWEVER, MY EXPERIENCE WITH §UCCESSFUL BUSINESSMEN

COUPLED WITH THE OPPORTUNITY TO OBSERVE FIRST HAND
WATrman's T
THE DIMENSIONS OF TH A.JOB LEADS ME TO BE VERY

OPTIMISTIC ABOUT MR. MILLER'S NOMINATION AS A STRONG
- ble
STkeng g_cﬁ__ AND SENSIBLE CHOICE TO HEAD THE FEDERAL RESERVE.

GIVEN THE BROAD RESPONSIBILITIES OF THE SYSTEM

AND THE NATURE OF ITS POLICY"MAKING STRUCTURE, | @‘_\L-

WOULD NOT EXPECT TO SEE ANY RADICAL DEPARTURE FRGH'}? -

al
A@;Z,%‘;‘&—:‘, THE FLEXIBLE BUT STEADY APPROACH TO THE MANAGEMENT
bxible Sy F  OF MOMETARY POLICY WHICH HAS BEGOME GHARAGTERYSTIC
Fexible buT
Sstendy OF THE FED.

A -




IN ADDITION TO THE NOMINATION OF MR, MILLER, — —

pMa_peters
ﬂ'ﬂ
”o,’””ﬂ.-}/” THE FED HAS BEEN IN THE NEWS_ RECENTLY WITH REGARD

TO THE ACTIONS TAKEN TO COUNTER THE DISORDERLY CON-
——————

g,éar'gﬂ) E*e}"’ DITIONS IN THE FOREIGN EXCHANGE MARKETS FHAT—HAVE

/;TCFEJ 5 —AFFECTED THE-VALUE OF THE DOLLAR TNTERNATIONALLY-—
THE FED'S ACTIONS HAVE INCLUDED OFFICIAL INTERVEN-
[, OFfies L‘, TION ON BEHALF OF THE DOLLAR TOGETHER WITH AN
-FINCREASE IN THE DISCOUNT RATE, ACCOMPANIED BY A
" RAISE IN MOST OTHER DOMESTIC INTEREST RATES.
IN VIEW OF THESE EVENTS AND THE INCREASED
INTEREST IN THE FEDERAL RESERVE, [ WOULD LIKE TO

BRIEFLY DISCUSS WITH YOU THE ROLE THAT THE FEDERAL

——

RESERVE HAS PLAYED IN OUR ECONOMY OVER THE RECENT

PAST AND WHAT WE MAY LOOK FORWARD TO IN THE PERIOD

AHEAD .
AgJMOST OF YOU KNOW, CONGRESS HAS SET FORTH
/ RATHER SPECIFIC OBJECTIVES TO GUIDE THE FEDERAL
RESERVE IN ITS CONDUCT OF MONETARY POLICY. THE

EMPLOYMENT AcT oF 1946 PROVIDES THAT THE FED SHALL

CONDUCT POLICY IN SUCH A WAY AS TO ACHIEVE. J(l) A ]
___._.-r-‘"___’

p—————— e —— _'_.-._'_-_._'-_'—H— . \
/ ;:;,// m""f’ FULLY EMPLOYED EC ECONOMY, (2) STABLE PRICES; AND \
— )
?? (3) A _REASONABLE BALANCE IN OUR INTERNATIONAL PAY= -~
2. Sf"‘yp \MENT ACCOUNTS, L e . 7‘“"_" ; 4#‘.5
— ) 4
F X ‘£ Thase oS [U*{
3, B lowvoe °F /‘cbz/éﬁ hal TAX Ua,r{'\ca'

e t:
Py e’ g




GIVEN SUCH SPECIFIC INSTRUCTIONS, THE QUESTION
CAN REASONABLY BE ASKED HOW WELL HAS THE_FED PER-
——— e ——
FORMED WHEN MEASURED AGAINST THESE QRJECTIVES?

p——

IN THE ABSTRACT, THE ANSWER TO THAT QUESTION
WOULD HAVE TO BE -—- NOT VERY WELLy//CURRENTLY; UN-
EMPLOYMENT IS RUNNING ABOUT 5PER CENT OF OUR
—-#-_ --__-

TOTAL LABOR FORCE AND AT A TIME WHEN WE ARE USING
ONLY ABOUT 83 PER CENT OF THE NATION’S TOTAL PLANT AND

EQUIPMENT _CAPACITY, INFLATION IS RUNNING AT A

—

RATE AT OR ABOVE C 6 PER CENT AND FOR THE FIRST TIME

IN OUR HISTORY WE m&t RECOR]FJA $£ BILLION DEFICIT

——

BALANCE OF PAYMENTS ACCOUNTS FOR 1977,

IN Q

-

FOR 1TS STRONGEST CRITICS, THE ANSWER TO THE

o
QUESTION, “How WELL HAS THE FED PERFORMED?” IS QUITE
CLEAR == IT HAS FAILED. THIS KIND OF ANALYSIS ADDS
SUPPORT TO THE PROPOSAL THAT THE DIRECT RESPONSIBILITY
FOR FORMULATING THE NATION'S MONETARY POLICY SHOULD

BE SHIFTED FROM THE FEDERAL RESERVE TO EITHER THE

e e
CONGRESS OR TO THE ADMINISTRATION,

1] BELIEVE THIS -&NB OF ANALYSIS IS MUCH TOO
/ NARROW AND AS A RESULT, I CANNOT AGREE WITH THESE

fl

| CONCLUSIONS. IN MY OPINION, THE FED HAS PERFORMED

\( IN A REMARKABLE FASHION IN THE RECENT PAST AND

a5
,«L.J ’\ ol w ."lb*’ewrv_v
e e e

, o T
y - wvug
s p st
L)-af\/ /
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DESERVES TO RECEIVE VERY HIGH MARKS. A PROPER

ANALYSIS WOULD HAVE TO TAKE INTO CONSIDERATION THE
TOOLS AVAILABLE TO THE FED TO DO THE JOB AND THE

S————l

CIRCUMSTANCES AND CONDITIONS UNDER WHICH THE JOB

IS TO BE DONE. WHEN VIEWED FROM THIS BROADER PER-
SPECTIVE, MY SCORE CARD WOULD READ SOMETHING LIKE
THIS,

;gg-' “In THE SPRING OF 1975, THIS NATION’'S ECONOMY
HAD REACHED THE DEPTH OF THE WORSE RECESSION THAT
IT HAD EXPERIENCED SINCE THE 1930’s. AT THE SAME
TIME, ALL OF THE MAJOR DEVELOPED COUNTRIES OF THE
WORLD (AND OUR TRADING PARTNERS) WERE IN A SIMILAR
POSITION,

WE HAD BEEN HIT WITH AN ENERGY SHORTAGE ~~ WITH

A QUADRUPLING OF IMPORTED OIL PRICESJﬂA STEADY
DECLINE IN THE OUTPUT OF GOODS AND SERVICES OVER A

-
—

PERIOD OF SEVERAL QUARTERSJdHISTORICALLY HIGH INTER-

—

EST RATES{\AN INFLATION RATE AT THE DOUBLE DIGIT
LEVEL%{A&BIAN UNEMPLOYMENT RATE OF ABOUT 9 PER CENT.

WE ALSO WERE A NATION RECOVERING FROM AN
UNSETTLED POLITICAL ENVIRONMENT IN WHICH AN UNELECTED
PRESIDENT WAS STRUGGLING WITH CONGRESS TO REESTABLISH
THE PROPER CHECKS AND BALANCES IN OUR GOVERNMENT,

AND AT A TIME WHEN ALL OFFICIAL INSTITUTIONS WERE

SUSPECT,

> -




GIVEN THESE CIRCUMSTANCES AND THE FEDERAL
RESERVE'S LIMITED ABILITY TO INFLUENCE THE COURSE
OF EVENTS BY ALTERING THE AMOUNT OF MONEY AND CREDIT

— —

AVAILABLE TO OUR ECONOMYkITHE FED ADOPTED A MODER-

ATE POLICY DESIGNED T0 PROVIDE A MTﬁEIARX_§ILMQLQ§

f/ /

TO_THETECONOMY INﬁ#N AMOUNT DE8T6NED T+ FUEL THE
SPENDING AND INVESTMENT REQUIRED TO EXPAND OUTPUT

——y
—

AND CREATE JOBSg BUT NHICH WOULD AT THE SAME TIME
TEND TO DIMINISH THE LEVEL OF INFLATION WHICH HAD
CONTRIBUTED GREATLY TO THE RECESSION IN THE FIRST
PLACE. FOR ITS PART, THE FEDERAL RESERVE HAS COM-
MITTED ITSELF IN RECENT YEARS TO A POLICY OF GRAD-
UAL -- NOT ABRUPT -- LOWERING OF THE LONG-RUN RATE
OF GROWTH IN THE SUPPLY OF MONEY TO A LEVEL CON-
SISTENT WITH THE ECONOMY'S POTENTIAL TO EXPAND AT
A NONINFLATIONARY PACE.

"IN MY VIEW, THE ECONOMIC RESULTS OF THE PAST
THREE YEARS CONFIRM THE WISDOM OF THE FEDERAL RESERVE'S
POLICY STANCE. THE NATION'S ECONOMIC RECOVERY IS
BROAD AND IT IS CONTINUING. IN JUST THREE YEARS
SINCE THE RECESSION BD;TOMED OUT, 8.3 MILLION JOBS
HAVE BEEN CREATED IN THE ECONOMY. THIS GROWTH IS
UNPARALLELED IN EITHER ABSOLUTE OR PERCENTAGE TERMS

SINCE WoRLD WAR II. STATED ANOTHER WAY, IT SEEMS




TO MEW TOO LITTLE ATTENTION IS GIVEN TO HOW MANY PER-
SONS) ARE EMPLOYED - PRESENTLY - OVER 90 MILLION -
"WHICH TRANSLATES TO 58 PER CENT OF EVERY MAN, WOMAN
AND CHILD OVER THE AGE OF 16 ARE GAINFULLY EMPLOYED --
A RECORD HIGH EMPLOYMENT LEVEL, AT THE SAME TIME,
THE MONEY GROWTH FOSTERED BY THE FEDERAL RESERVE TO
FINANCE SUCH A LARGE GAIN IN EMPLOYMENT AND NATIONAL
OUTPUT HAS BEEN LIMITED ENOUGH TO PERMIT A MARKED
RETREAT FROM DOUBLE-DIGIT INFLATION,
7 MOREOVER, INFLATIONARY EXPECTATIONS HAVE BEEN
DEFUSED SOMEWHAT, AS EVIDENCED BY STARILITY OR
DECI INES IN LONG-TERM INTEREST RATES OVER THE RECOVERY
PERIOD. EVEN SHORT-TERM INTEREST RATES, DESPITE
RELATIVELY SHARP UPWARD MOVES IN RECENT MONTHS, ARE

g
IN\GENERAL RANGE WHICH EXISTED WHEN THE RECOVERY

P |
BEGAN.Q STABILITY IN FINANCIAL MARKETS HAS CONTRI“\ <

3

H

“‘;r/ ~BUTED TO AN ENVIRONMENT IN WHICH BUSINESSES AND
v/ /

GOVERNMENT UNITS COULD PUT THEIR AFFAIRS IN ORDER
IN EBEEARAILQM FOR QQNIINUED SUPPORT OF ECONOMIC
EXPANS1ON ? _
'-UNDERLYING STRENGTH OF THIS RECOVERY HAS
BEEN FELT AT VA S TIMES DgR%Ng/;;E LAST THREE
LED "“ECONOMIC PAUSE”

| YEARS. FOR EXAMPLE

ofF 1976 wa LLOWED BY LAST YEAR'S
WIKTER AND RELATED PROBLEMS. A WEAKER ECONO




|
/
f

\_ RECORD.,

-~

Bu
E ECONOMY -- NURTURED BY

OPPLED FROM EITHER EVENT.

DAMENTAL UNDERP

CONFIDENCE A APPROPRIATE LEV ARY i
3 L
T FUEL -- WERE STRONG ENOUGH TO susxAluzﬁgﬁlfﬁgg\\ '

ARE EXPERIENCING A VERY SOLID RECOVERY AT A SUSTAIN-

(gBLE R@I;;:EH6NEVER;"I AM STRUCK BY THE LACK OF CBN?T:\'Eg
,xﬁENEE”THET HAS PREVAILED THROUGHOUT THE RECOVERY J
PERIOD. IT MUST BE THE LEAST ENJOYED RECOVERY ON

CERTAINLY MOST WOULD AGREE THAT THE NATION HAS
MADE $TRONG PROGRESS DESPITE THE NEGATIVE FORCES AT

WORK BEFQRE AND DURING THE RECESSION PERTOD, Our

SURVIVED THE UNCERT TY ACCOMPANYING

GOVERNMENT

THE CONTRASTING L ERSHIP STY OF THREE PRESIDENTS

WITHIN THREE YEARS. ECONOMY HAS RESPONDED TO

REASONABLE POLICIES DES TO RESTORE SOUND GROWTH.,

THAT A GREAT DEAL OF WORK

WILL AGREE, M CERTAIN,

REMAINS TO BE DONE TO INSURE THE
STABILITY THE NATION MUST HAVE TO FULFILL ITS VAST

POTENTIAL.,

IN RETROSPECT, I BELIEVE IT IS CLEAR THAT ONE
MAJOR REASON FOR OUR PRESENT ECONOMIC HEALTH STEMS
FROM THE CONTINUING INDEPENDENCE OF THE FEDERAL
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RESERVE SYSTEM. THE CENTRAL BANK'S INDEPENDENCE
WITHIN GOVERNMENT HAS PERMITTED THE FEDERAL RESERVE
TO RESIST CALLS FOR STEPPED-UP, OVERLY STIMULATIVE
MONEY GROWTH IN FAVOR OF THE MODERATE COURSE WHICH
HAS NOW PROVED CORRECT AND BENEFICIAL. IT 1S THIS
FREEDOM TO OPERATE OBJECTIVELY IN THE NATIONAL
INTEREST, OUTSIDE THE ARENA OF PARTISAN POLITICAL
CONCERNS, WHICH WE IN THE FEDERAL RESERVE SEEK TO
PRESERVE., WE ARE GRATIFIED, OF COURSE, THAT MANY
GO T S F )

SUPPORT THIS INDEPENDENCE. WE ARE CONVINCED THAT
CONTINUED OBJECTIVITY IS ESSENTIAL TO THE FORMULA-
TION OF A RATIONAL MONETARY POLICY.

;:’VIEWING OUR NATIONAL ECONOMIC PROSPECTS IN THE

-

&

“SHORT TERM -- PARTICULARLY THE OUTLOOK FOR 1978, My
OWN VIEW IS THAT THE STRONG ECONOMIC BASE ESTABLISHED
OVER THE LAST THREE YEARS OF EXPANSION WILL CARRY
THROUGH 1978 AND BEYOND., [HE TRENDS AND RECENT
DEVELOPMENTS IN OVERALL NATIONAL OUTPUT ARE GOOD,
AND EVEN SECTOR-BY-SECTOR ANALYSIS REVEALS NO MAJOR
PROBLEM AREAS. DEMAND FOR MONEY AND CREDIT CONTINUES
TO BE VERY STRONG, INDICATING GENERAL CONFIDENCE IN
FUTURE BUSINESS PROSPECTS. [HE RECENT DOWNWARD -
TREND IN UNEMPLOYMENT IS ENCOURAGING, AS IS THE \ *\;\'
RELATIVELY STABLE RATE OF PRICE INCREASES, = A

™~
A
1T
\
\J
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GOOD FORTUN OULD NOT CAUSE US TO B PLACENT,

HIS PERIOD OF

HOWEVER., RATHER, WE

STABLE CONDITIONS AND GOO 0 GROWTH AS AN
//
OPPORTUNITY TO SET’}N/MOTION THE KI OF FORCES

WHICH CAN HELP/PﬁéLONG THE CURRENT RECOVERY. WE
ALSO SHOQhﬁ/C;;W THIS PERIOD OF EXPANSION AND
OF SIS AS AN OPPQRTUNITY TO ADDRESS SOME DIFFICUL
Lh_fQJQNAL\EEEEEEgEJ WHAT BETTER TIME TO FOCUS OUR
ATTENTION ON PROBLEMS OF ENERGY, INFLATION, AND

UNEMPLOYMENT THAN NOW WHEN WE HAVE AN ENVIRONMENT

WHICH DOES NOT FORCE INTEMPERATE, UNCOORDINATED
SOLUTLONS?

= :/To INSURE A PROLONGED RECOVERY INTO 1979 AND
BEYOND, IT SEEMS TO ME THAT WE MUST HAVE STRONG
LEADERSHIP FROM THE PRESIDENT AND THE CONGRESS
'EXPRESSED IN REALISTIC LEGISLATIVE PROGRAMS. FOR
INSTANCE, I THINK IT IS ESSENTIAL THAT WE HAVE:

1. --A MEANINGFUL ANTI-INFLATION POLICY WHICH
INCORPORATES CONTROL OF THE FEDERAL BUDGET--PERHAPS
EVEN A LID ON FEDERAL EXPENDITURES==GIVEN THE IN-
FLATIONARY IMPACT OF BUDGET DEFICITS AND HUGE Gov-

ERNMENT BORROWINGS. SUCH A POLICY SHOULD FEATURE
A STRONG, PERSISTENT STAND BY NATIONAL LEADERS

AGAINST INFLATIONARY EXCESSES.




A

-
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2, --A MEANINGFUL PACKAGE OF ENERGY POLICIES
WHICH INCLUDE NOT ONLY PROGRAMS OF CONSERVATION, BUT
ACTIONS WHICH STIMULATE DOMESTIC ENERGY PRODUCTION.,
BOTH STEPS WOULD HELP REDUCE THE NATION'S RELIANCE
ON_IMPORTED ENERGY AND HELP TO STEM THE TROUBLESOME
FLOW OF DOLLARS OQVERSEAS.

3, ~--A CREATIVE TAX POLICY WHICH PROVIDES
INCENTIVES FOR CAPITAL INVESTMENTS IN THIS COUNTRY
BY DOMESTIC AS WELL AS FROM FOREIGN SOURCES. AN
INNOVATIVE TAX POLICY ALSO SHOULD INCLUDE INCENTIVES
FOR BUSINESSMEN TO FIND SOLUTIONS TO THE NATION'S
STRUCTURAL UNEMPLOYMENT PROBLEM~--THAT IS, THE UN-
FORTUNATE EXCLUSION OF THE UNSKILLED YOUNG, WOMEN,
AND MINORITIES FROM FULL LABOR FORCE PARTICIPATION,

-

a
P -

THESE ARE JUST SOME OF THE POLICIES WHICH HAVE
THE POTENTIAL FOR CHIPPING AWAY AT THE FUNDAMENTAL
PROBLEMS [’'VE NOTED, WHILE AT THE SAME TIME EXTEND-
ING THE CURRENT ECONOMIC RECOVERY THROUGH 1979 AND
BEYOND, I|HESE ALSO ARE THE POLICIES WHICH, IF PUT
IN PLACE, COULD RELIEVE THE PRESSURES ON THE FEDERAL
RESERVE AND MQNETARY POLICY WHICH TOO OFTEN IS FORCED
TO CARRY A DISPROPORTIONATE BURDEN OF ECONOMIC
S 0 ONS.

- As OBSERVERS OF THE BUSINESS AND FINANCIAL

SCENE, MANY OF YOU DO UNDERSTAND THE HIGHLY INFLU-
ENTIAL ROLE THAT MONETARY POLICY PLAYS IN OUR




ECONOMY., MANY OF YOU MAY BE AWARE OF HOW OFTEN THE
FEDERAL RESERVE HAS APPEARED TO STAND ALONE AGAINST
INFLATION AND OTHER EXCESSES. AS A RESULT, YOU MAY
HAVE CONCERN ABOUT THE COURSE OF MONETARY POLICY
THIS YEAR AND IN THE FUTURE BECAUSE OF THE UPCOMING
CHANGE IN LEADERSHIP AT THE FED,

WHILE THE NEWS MEDIA MAY CONTINUE TO SPECULATE
ABOUT MONETARY POLICY LEANING THIS WAY OR THAT, I
BELIEVE THAT THE PUBLIC SHOULD UNDERSTAND THAT A
CHANGE AT THE HELM DOES NOT NECESSARILY IMPLY A
CHANGE IN COURSE. IN MY OPINION, THE FEDERAL RESERVE
WILL REMAIN COMMI?TED TO THE POLICY WHICH HAS PROVED
SO EFFECTIVE IN RECENT YEARS -~ THAT POLICY WHICH
HAS PROMOTED REAL ECONOMIC GROWTH WHILE, AT THE SAME
TIME, HAS ACTED TO MODERATE INFLATION. [ BELIEVE
WE WILL RESIST VIGOROUSLY ANY ATTEMPTS TO PUSH THE
FEDERAL RESERVE TOWARD A COURSE OF EXCESSIVE MONETARY

EXPANSION WHICH IS NOT IN THE LONG-RUN BEST INTER-

ESTS OF THE AMERICAN ECONOMY.

4. IN suMMARY, I BELIEVE WE CAN LOOK FORWARD TO
1978 AS A GOOD YEAR FOR BUSINESS ACTIVITY - ABSENT
ANY UNFORESEEN OUTSIDE SHOCK SUCH AS AN OIL EMBARGO
OR OTHER SIMILAR EVENT.




[ WOULD EXPECT TO SEE THE ECONOMY CONTINUE TO
EXPAND AT A RATE OF ABOUT 5 PER CENT IN REAL TERMS -
A FURTHER REDUCTION IN THE RATE OF UNEMPLOYMENT TO
ABOUT 6 PER CENT - AND A RATE OF PRICE INFLATION
ONLY MARGINALLY HIGHER THAN WE EXPERIENCED IN 19/7.

For 1979 AND BEYOND, WE WILL HAVE TO RECEIVE
SOME HELP FROM LEGISLATIVE PROGRAMS DEALING WITH
INFLATION, ENERGY AND TAXES TO INSURE A CONTINUATION
OF THIS RECOVERY AT AN ACCEPTABLE PACE.

- ForR THE FEDERAL RESERVE, [ THINK IT WILL REVIEW
ECONOMIC EVENTS AS THEY UNFOLD IN THE PERIOD AHEAD
AND APPLY A MONETARY POLICY WHICH WILL FOSTER CON-
TINUED GROWTH BUT DESIGNED TO REDUCE THE LEVEL OF

INFLATION, A
; A0 -

/ -
= I APPRECIATE VERY MUCH &~ OPPORTUNITY TO DIS- )
CUSS THES SSUES WITH YOU TODAY» ' A MDER UNDER~-
J’-—_—-_-._'_'_. M__h\_\_________\_

/ STANDING,OF THEROLE OF THE FEDERAL RESERVE SYSTEM

IS NECESSARY IF THE FEDERAL RESERVE IS TO CONTIUE
~ TO PROVIDE QBUECTIVE LEADERSHIP IN THE NA;ION S
\ECONOMIC AND FINANCIAL AFFAIRS.
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