Statement at the Joint meeti
ng of the directors
of the F;deral Reserve Bank of Kansss City and its Denver
tanch, Denver, Colorado, July 15, 1961,

July 11, 1961.

Clay - Kansas City

Suggested statement fer Chairwen Martia follews:

Although we have barely catered upoa the sesend helf
of 1961, most sajor uessures of Anerisea eecsomis astivity have
already regained or exseeded their pre-recessien highs. Ia Juet
thres moaths time, iadustrial ,roductien has resovered all the
desline that had eseurred sinse July 1960. In the sesend quarter
of this year, gross aatiomal produst resshed a nev reserd high.
Fersonal inccass hsve rr>3nded further to a level welil thove
last autumm’s pesk und the Setal mumber of persons vwith jebs is
the highest in our histery.

Ia retrespest, it is elear taat the receat resession
wes the aildest of the feur that we have experisused sianse the
ond of worla var 1I. Ite genesis was traseable at least fia part
to the unsettliag effest of iaventery ascummlatiea doth befere
and after the 1959 steel strike. 3imilarly, s sajer reasca for tae
recovery in gross matiocaal predust during the sescnd quarter of
this year wvas the sviteh frem set liquidatica te seme reshodking

of inventory positioms.
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Against this bdeckgrewund of resessica aad resovery,
Federal Reserve .ystem operstions have been dirested Sowerd yro-

viding an smple su,ply of msoney and eredit to meet the rising

need for fumds resultiag froa the reswmptioa of business astivity.
The astive money supply iasreased at sa snmnal rete of adbeut 2 per
eent in the first nalf of this year and mov stands approxisately
$2 dillion above year-age levels. HNear-scaney seurees sueh as tisme
deposits at sommereisl banks aand other liquid assets ia the haands
of the public have risea at a repid rete.

Total aredit extended by eemsersisl banks insrsesed
during the first half of 1961, im eontrast $o reduetions ia the
eorrespondiag pericds of the 2 presediang years. While business
denand for eredit at banks has been somevhat sluggish, she velume
of new funds raised by private eorperations and by mumisipalities
in the market reached a histerie high during the April~June peried
of this yoar. Despite the preseure of these heavy demeads, the
gradually risiag need of the Federsl Jovermment for additiemsl
funds, and the sudbstantisl impreveseat in business semtineat,
intereat rates gemerally have showa little eshange froem these
prevailing at the beginning of 1961.

Of esonsideradle impertanse ancag resent cocusmis
develepments has been the eontinued gemeral stadility of prises.
Wholesale prises have undergeae little or ne ever-all change for
sore then 3 years. Consumer prises have reasiaed almest steady

over the last year.
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The vigoreus esharaster of the recovery thus far pre-
vides a banis for eonsideradle esancouragement, although it mwst be
regognized that the pase vwill ultimately slov to s more sustainable
rate for the leag-pull. At the same time, the number of unemployed
workers remaing stubboraly high and ¢ sudbstantial amsumt of
axisting plunt ecapasity lies idle. Dringi-g these resources iate
full utilisation presents a formidable challenge to management,

to lsbor, and te govermament.

Fauver.

ClF¥irem
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