Exzcunvs

See pq- 3 0/7/@05/2,
/\/\CNQMW eprd—f THE CHAIRMAN OF THE ,(75& |

COUNCIL OF ECONOMIC ADVISERS
recdocd eued Mo

Aercate WASHINGTON

EQ{”ALJP p,,..‘ \/ ‘eﬁ‘)m
?}Cpcb\vlv‘f'v"PS

S Pefﬂconwe""" CV\ ld, 30, 19463

! <»0€ d Q_W 0{ ;/U>g,aA (p’F q (22N C-Ue/“
L MEMORANDUM FOR THE PRESIDENT

W*’Zr Subject:s Eeonomic Aspects of Vietaam

Summary

The implications of the Vietaarn situstion for the sconomy appear to
ba these:

It has affected, and may continue to influence, speculative
scommodity and financial markets,

o/ There are oot !ik&mhswmm“wm
/ prices, output, or employme tmm,wm L

v

« If expenditures follow the path that ﬂbﬂtﬁmx&ww
visuaiizas a8 liﬁtiy, my ¢9uté ovi nificant

(*wt fwm aﬁ? arien'incum:;, '. Toom for beth
more butter and, if needed, moze gans,

Apart from the defense effort, market M would not
be likely to zrow as fast as productive €apaci

couxse of FY 1%& and unemploymaent wor
creeping up.
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« A zzmﬁmpinmmmmm‘mzsa

gmraﬁy attributed to the Adwministration's appralsal of
the war as "deteriorating, ™ '

« Since your statement Wednesday soon, the mariet has
been strong, with a galo of 14 peints o today’s close. Tn
$m&meﬂadg§¢£nmﬁuﬁ&tﬁm

4. As the stock raarket yebounded on reassuriag Vietaam news, specula-~
tive commodity mu&ﬁs retreated,

« Un %edoesday, copper futures fell sharply. Is the previcus
¢ weehs, they bad risen more than 10%.

* Famwi?* m mx AR FRERELL ; ; E 7
%&ntMMﬂtwmﬁﬂWm, mmwum

3. m“mumwmmwmmwwmﬂmmm
[ action and speculation. But thare is e pood for o
flurries in the anear futare. Nobody can sesxd y expect
'mammmmumamamy‘m
industrial capacity, or generats a consumer buying boom. But specu~
A lative excitement inflames casily in the comumedity markets, and we
r}

should be careful what we say snd deo.

3. The thought of direct on pri ten
business moest. The worry on this score is way out of prepo a to
the facta,
LA 3
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. Maﬁmmﬂumwwkamtm
comments U,S. News reported = bafcre your press
confersnce -~ “H the Vietaas war continues o sacalate o
nmwmm&mmmmm,wmm
centrols will vuturs, many materials will be allocated, and an
mnsg@hmmmm&mm* But

mmmmmnﬁtm Mm, this
dovsa't caean we would have to kive sxcess profits taxes or
commodity controls as we had then.™ ‘!m!.m;snw
confersnce aheﬂém; mm

» Even so, mmirmwﬁrm tn prices la late 1950
m&m l?s‘xlmm M q‘t iefonse orders sutls
m&mm«:m‘w mmm

7=1/2% in the third quarter of 1950 and tosanother hiiﬁm
in the fizst quartar of 1951 cosswners virtually stopped saving.
Fresh memeories of wartime rationing snd shortages drove
households iato & hoarding binge. The convumer has been living
in a world of plentifl supplies and well-stocked shalves for &

desen years now, He s not about to panic,
N The corvent thinkiag in DOD, utmhmﬁymaﬁ%mm
K %ammmwmhm,&;. dual and mederate
Mli%»ﬂiﬁ of sxpendi we '
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2. %aartmmmmwtmeﬁlﬁhﬁ“mtﬁ&
doctor ordezed for the &mﬂt&gmiﬁhm 1z mm&aa.

But, on a coldly objective wlym all effects a2 :

lkely to be &mﬁa&h 1o our prosgerits

mincﬂ i’ﬁm - i&im r mindowg ,ﬂgu.

. And we may nesd to bave larger stockpile relessas, if
commedity markets stars to mishabave,

il.  Vietnmn will sese fiseal ;smmm in sur badget plenning fos FY 1947,

. ammmwwmm;emamnmm
year-to-year growth of tax revenuss that we have fo use in order
to aveid a fiscal deag. The bigger the defense chunk has to be,
the less room mmmmmﬂww.

. ?h@mmm:m:ﬂmm,wmm
Federal civillan programs prevent any concluslons as yoi. It is
mhnsmmmwm»mnmmm
year. But it remains a possibility that shouldn™ be reded out.
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