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(19 cimanlogiesd exdar of t59 fallouirg stes my noh be ecyletaly

cerrect, tud ell of tis maler points ers ¢fviTeds,
b s

1, PBacretary DMllon oy sd e mosting by fesariting tha proposed
irczrez59 in the Gloccun® rata vhich Mo fzscelod—<e & nsv ayozch o
constary policy. Ea thza petzd thot (b talanciecfepayrents eituation
vis awmreatly dsveloping to tha point €0 xhare (¢ Wadsred ca o "ran"
. @ tha doller, According 0 Doportnsmt of Coiarce dsfiniticns, pooe
lizinery data shiov & poacnd guarter dafiell in tha nalgtdorhood of
$5 villion st exroml rutes. (In poret, hosaver, thals results firca the
convarsica of ths Italisxy coo-caxvertiils dorroving to & coovertidle
tasis, Also, thare are otbar prodlecs of dafinition of ths defloil
that D224 t0 Y9 recolwed,) .

Aa fncreesd 1a €99 &isecud rele end & sconvhal emaller rise
in thoe Treozury B4l rats could save e 500 million {n short-term
cepdtal cutflovs, This, $ogstdlar with Whs other sotions vhich the
Fresidant vill smnomcs lastar this week, vould produce total balencse
of-zay=cats sevirga of saxze 2 dllien,

s B3crataTy stated his bLelief thsy ths rise {a short-tera
reiss cculd b9 effected vith o sigefigfont Lxgact oo long~tera interest
relss or credil aveilability, _ N ey ('_ :

' ‘(!.\J\J&LL o T te u.»}. ylus' o

2. Chalren Esllsy statod-biosepdecitiur<e_reising the discomd
rets. Ko falt Rt the effect of the incrense xight nct be coafined %0
the shart-Aarn maytet, Dut could resuld in & rise in long-iern reles,
kD 8 e - e A .e Paficy I Dt - el R e .




Chzirman Ellep joiznteld cut that ths rics 1°the deccunt rete
vuld eall forth ridstential crcaitica fica vozy Monbare of Conrses
ezd that cay slowliova ip thy datetds esosexy vidch ight cscur, vhether
1% ectuslly rusulted froz rxsiery pclicy ¢p not, woald t3 tlend ca ©a
Liandstriticn end ths Palorrd Tiirve Doard,

$. Tho Prasidszt arrsX vhat ti3 altarnatives vire $0 ¢ riss In the
dgcount rate. Chadrcoa aller stated that the bolancs-of-paymists
Frodviza would be cere effcotively bendled, loes cozb to the daxnstie
cecrayy, throuzh meltilsteral megotiaticus almed ot gattingz Furspman
cauwtries o hold a lergs jortion of their ressrvss in &allexs., The
Prosilant then noted the. difficultiss in getting Buropecn countries’
ecres:ssat o3 this, i particular vith resject to ths French, fhe
tnited Stetes has Do lsvarass extsyt o acticms vhich would bzga the
hidsd etatzss &8 wvall es Burys.

b Thbe Pressfaat aated adout the tining of £by propocod increace
in the Alecaunt rete, Chafrmaa Martin stated that te veated to snnounce
ths incresne that afternccn (Morday, July 15). Eeven Fedaral Pocsrve
Bervs bave elrendy propsaed oo increzss. Es planaed 0 have Rostoa
lezd off with ths az-.cumrazsnt,

The Presidint, hovaver, statsd his preferusce for tizing $he
d4scount rats increass and his ova cistensnt oo Lalance of paymeats o8
cloce togethar os poseille, IV vas thaa agreed that the Falzral Recarve
unoucesst vould Yo rads Tussisy afternocn, and that the President's
statesrot vould be relessed Tiursday 8 the latest, endtrmfoldy
¥eimmsdagn,

The Fresiceat stetsd that en increass (n {mtsrert rates would
eexe tha pozssge of his tax proorsa ¢via 2oye urgent. In this commection
bha poted thet pudlie suppct of the tex pregrem by Chalrman Fartin vould
e erpecially ussful,

merd, and thay wvould not 40 20 this time., Es 414 state, hovever, theb
their amnouncensent vould aite the dalance-of-peyzsuts situstion &s Vbe
sals reascn for the discount rute fncrease.

The Buldgsd Director aleo steted thrt s rise in the disoouxy
rate scoaxpenisd hy an increnss in locg-ters retas of s litils as 1/8

percent ocould raise Bigst axpenditwres, oo a full year besis, ¥y &
=2k as (1 b1lltom,



6. Mr, goreassn earsd visthar o Lot % would be possidbla to
"insarporate in the President's talancg-of-pajuants =ooacgld & e
explicis statemnt of tha chisctivas of momatary policy, vith particular
referescs to the desirability of evolding axy $ightening of cradit ia
ths long-tera m=rist. Itmpmranqtaczdthat socs statezant o
this sflfect ouat to ve mclm

1. Chalr=an Fgller pointsd cul the necesaity of coexirating
sttention on total reserves rathary then fred reserves in the wopoced
ojeraticn. Pecause of ths relaticcchip batwesn fres rossrves, the - N
discount rate, and t&s Treasury b4ll rsate, 1tuoxtmlthmmto s
oedo-eure-that undus concentretion on fres reszarves dess-aotileed O A -
‘ nminyoluydthmww recerves, "é

8. The President again stressed the great im elding
the domestic economy from the impact of the discount rate incréase in
the light of the continuing heavy unemployment and modest pace of economic
expansion -- and the importance of maintaining expansion until our economic
goals have been reached,



