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When Mr. McNally invited me to take par t in your 

centennial p r o g r a m , I accepted with anticipation as well as p l e a s u r e . 

On a great many previous journeys , your organizat ion has helped me 

to understand where I was , and how to go on from t h e r e , I hope to 

gain further understanding along that line from being with you today. 

P e r h a p s it would be proper for m e , as a r ep resen ta t ive 

of the Fede ra l Rese rve System, to mention another centennial that 

is being observed in 1956. I refer to the centennial of the bi r th of 

P re s iden t Wilson, who signed into law/ just 42 y e a r s and two weeks 

ago the Act c rea t ing the Fede ra l Rese rve System. 

Centennial ce lebra t ions provide a g rea t temptat ion to 

look backward into h i s to ry and dwell upon past g lo r i e s . You have, 

however, shut off that avenue of escape by choosing for your centennial 

a ssembly the vital and forward-looking theme, "The Challenge of a 

Changing World. n 

In the sphere of economics , the grea t challenge of our 

t imes is to prevent the r e c u r r e n c e of the zoom and c r a s h sequence 

that has imper i led us in the pas t , and could des t roy us in the future. 

It is a continuing challenge r a the r than a momenta ry one. Meeting it 

r equ i re s e te rna l vigilance r a the r than a single s t roke . That is the 

hear t of the difficulty. We must never be lulled into re lax ing . We 

can never let down our guard. 
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Over the las t hundred y e a r s , the A m e r i c a n economy has 

experienced some 24 full tu rns of the bus iness cycle , an average of 

approximately one complete r i s e -and- fa l l each four y e a r s . Most have 

been short and mild, like that of the 1952-1954 per iod . Others have 

been very long and ex t r eme ly s e v e r e , like the grea t boom of the late 

1920's and the grea t c r a s h of the 1930 !s. But in every c a s e , the pain 

of a drop has come only after the p leasu re of a r i s e . 

Our exper ience suggests s trongly that the way to escape 

an economic hangover is to avoid the economic spree that goes before 

it . The 1930 fs especia l ly gave us a l e s son about the difficulty of 

curing a col lapse that we might have be t te r and more eas i ly prevented . 

The difficulty, however , is not with knowing what to do, but with doing 

it . The tendency is to re lax at the wrong t ime , to let our guard down 

just when we should be most on the a l e r t . It is a very human 

tendency, but it is a dangerous one as well . 

Throughout mos t of h i s to ry , the grea t economic challenge 

confronting mankind has been to produce enough to go round, so that 

even the l eas t fortunate could surv ive . In many p a r t s of the world, 

that is still the challenge of today. In our country , however , that 

age-old challenge has l a rge ly been m a s t e r e d , and we have been able 

to provide a generous m e a s u r e of help to l e s s fortunate people e l s e 

where on the globe. 
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The problem of producing, enough for survival was one 

for which the A m e r i c a n people were pecul iar ly well fitted. It was a 

problem that could be , and was , overcome by enormous energy , 

application, r e source fu lness , and a de terminat ion to do more and 

bet ter than any one had ever done before . 

The A m e r i c a n people had what it t akes , and they still 

have what it takes to achieve our long-range economic goal of p r o 

ducing not m e r e subs i s tence , but a higher and higher s tandard cf 

living for the community as a whole. The question r e m a i n s , however , 

whether we a r e to make steady p r o g r e s s toward that goal, or pe rhaps 

suffer col lapse along the way. Steady p r o g r e s s r e q u i r e s that bes ides 

the will to do at all t i m e s , we must show the will not to overdo at any 

t ime . 

The job of the F e d e r a l Reserve System can perhaps be 

descr ibed , in very simple t e r m s , as one of reinforcing the will not 

to overdo. In the effort to do that job, the System has had to go 

against the prevai l ing c u r r e n t s - - t o lean against the winds of both 

inflation and deflation to help keep us from being blown off our c o u r s e . 

Exper ience has demons t ra ted that combating inflation is 

never as popular as combating deflation, but it is fully as n e c e s s a r y . 

For inflation has always been the forerunner of deflation, as our 

h is tory has repeatedly shown, and the excess of inflation has bred 

the excess of deflation. 
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Combating these economic e x t r e m e s r e q u i r e s un iversa l 

modera t ion and fo rebea rance . The Federa l R e s e r v e ' s authori ty to 

deal with exces se s in the field of money and c red i t enables it to help 

modera te swings in the economic cycle , but it cannot do the whole 

job. It can and will re inforce the will not to overdo. It cannot p r o 

vide a substi tute for that will . 

If we depend upon the F e d e r a l R e s e r v e , the T r e a s u r y and 

the Government to p ro tec t us from our own e x c e s s e s , then, by the 

very nature of our free economy, we a r e doomed to difficulty and 

d i s t r e s s . If bus ines smen , b a n k e r s , your con t empora r i e s in the 

bus iness and financial world, stay on the s ide l ines , concerned only 

with making prof i t s , letting the Government bear all of the r e s p o n s i - ' 

bility and weight of guidance of the economy, we shall su re ly fail . 

Never has the opportunity for financial and bus iness 

s ta tesmanship been g r e a t e r than it is today. Leade r sh ip is a pr iva te 

quality directed toward a public purpose . The fact is that the Govern

ment i sn ' t something apar t and remote from you. It i s you — all of u s . 

If those responsible for major decis ions in b u s i n e s s , f inance, labor 

and agr icu l ture a re i r r e s p o n s i b l e , Government can ' t compel you, 

short of moving in the di rect ion of d ic ta torsh ip , to be r easonab le , or 

modera t e , or prudent . 
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