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~ ~  C~NTR~L.5: M ~ E ' I ' A R Y  k,ND FISCAL, C~P~KR,IL'T'~G~ 
~ '  THE F:e~DEIt&L J J ~ I ~ Y I ~  ~ M  

a ~ ~  c A u ~ t ~ - :  o u r  a i m ~ r  th i s  m o r g u e .  Dr.  W L n f l ~  

W. lttefler, wlXtf lOvethenrs to ta  ~ ~ ~  L n t ~  

a t d d X t m ~ m  ~ t t .  Sine* ~ I~  Ima tmen Asmetm~ to  t im C t ~ r m ~  

or tim l~med of O m ~ r e ~ r 8  of  t l ~  ~ ~ S ~ n m .  C m ~ m ~ y 0  

, m l  ~ - ~  1SSS, he Ima been ~ o~ ~ ~ ¢qinm 

¢ o m ~ .  Tlmee end ¢ t b ~  t m p o r t m t  m m ~ m m m t ~  ~ m e l y  

~ mock mmeka  I d  ~ ~ ~ t l t .  P ~ ' u t d e ~ ,  

~ ~ not be ~ ttmeLy, t t  i s  a ~ ,o p remm,  1~.  

men:  T l d a ~ t l M ~ s m , r e d ~ w l l l b e a l ~ l a ~  11mnt 

to e~imtn to :rim J,ot  ~ ~ ~ ¢mm, , i m p .  

1 a~u~ no, a ~ me, l~  tn roT. m m m  ~ n~l. We Imve bem,~ 

~ *q'*~ ~ e  I Jmm ~ Im U~  F ~  ~ ~ t~  find 

T t ~  m*mm~'r X ~*, ~ i d m  ~m~ 4 ~  Uae It ~ , . ~ I  be  ~ 



t ~ e  t h ~  b e s ~  ~ th~or'14~ m d  boil  t~em deism to ~ l z o r  

e N ~  sort  ~ ~ p t ~ t e u M ~  lteu~s t h ~  in ~ v e o  ~ qu~e  a 

d U~e ec~u~nT,  and t ~  ~ Ut~Je ~ r .  to p r e s e ~  

one c o n a ~ d m e d  ~ ldbe ~ e  ef wbs~t t t  t s t h J  the mouemrF 

~ a N  ~ r e r .  what they are try1~ ~. and boveNy 

We~ ~ ~ 8 t  it and 8etUn~Um ~ ~ sbsPe, we 

/~~~ecbarts. O~ c~zrse ,  t t L s ~ e 2 e s r t h a / w e s b e ~  

n ~  tmke tmo mlsck M a t /me  or w~ W/~ ~ ~ ~ I p ~  

~bem # w ~  p m ~  bom'd e~z'ta..  I ~ that t~ l ~ thrum c t m s ~  

~ e ~ l  ]Nt  these I t e ~  ~ td~m os~ l /he M & t ~ e .  a~ l  tMea d~e~ssed 

thst ~mn. I ~ ~ 4bat w~y be proses~h~ ~be ~ ~  ~ a ~  

T h ~  is wimt I am ~ to ts~ to do t h ~  ~os"~tn~. I tsdked it over du~ 

the ]~st t ~  ~meke ~ a g r e w / ~  ~ae ~ l e ~  l ~ r v s  ~ a %  end 

t ~ r y ~  ~ l a t h s  ~ a y  the s a ~ e s ~  would c m n ~  avn~y the n~erja~ 

a ~ T e  m e r e  ~ ths~ b~ m y  ~ ~ we bsve  ~ m ~ / b e t e r e .  

lain ~y e~ ~ ~A,/a ~,~ ae,~. so I beg year ~venee~ 

~o~ ,~ ~. 

I wsmt W ex/~ e~¥ wlmt t~ e~ Is. ~e~ s~ ~ 

~boer~he~e. ~N~w~efit/~t~/~: ~l~l~eserve 

~ , ~ a r y  ~ awe ~ e~ t~ae ~ ~  a s ,  ~ , ~ e .  I m,,ated 

~ m S ~  up m~  ctm.rt thm~ mm]~ h , r / ~  mst thm ~ d the M m e ~  

ecoaomlc ~ Tbm I ~matod to a~zde tJd~ ~ It~o the 

p o m ~ ~  and ~te pme-msttms~ 

| 
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I ~ ~ be ~Lro ~ u  B~r~ ~ m ~  ~ wlml we ~em~ b7 tJu~. 

Um1~B ~ l w o  ~ ~x~hn. to  ~ tlu~ the re  wmdd be ~ . o  phbce 

~ y  ~ c~r ~Id~rnL ~ for  ~ t~e ,mr .  the Fed-  

whlc~ ~ t i e  ~ p ~ r ~ r  to hu~ ~ d  ~ o  ~ the prLce ~ par.  

~ te MU.  the ~per~ M~ke4 C ~ ~  ~ p out ~ d  

• z~d the bc~d~ ~ ~ M pe~r. ~ u ~ ~ e  ~ d t h e  w~r L~o 

on e~ed~t t~r  t ~  pe r chm~  ot  s m o n ~ s s  e n 4 ~ ~  b~t the bas ic  

~ ~ .  M~hs emlct  ~ , 0  M d t ~  l a~ .  sehnr ~t~e aa ~ 

s b ~  the v s l ~  o~ ~ e  i m ~ l m s ~  power of ~ e  doUsr. ~ ~ r e ~  ~ o ~ ' . ~  

w~ee ~ w ~ n S  U J r  d e p o s ~  here .  w ~ ~ ~ t  w i l t  t s  ~ m u  

oeJ~v wbm It ~m~ ~ S~r U e n  ~o flnsaoe it. l a ~ ~  



the ~ m e s ~ t b e  ~ ~ s e r ~  e e ~  no ~ p ~ t h e  prLee 

of  L ~ w m u ~ m  ~ N a ~ l e w d ,  brat ~ w e a ~  l a  ~ 

s 4 ~ t h m t r ~ .  T k e F e d ~ a l l a ~ o  o a ~ k e ~ b e r b a n d o  w a s t r y t ~  

~ o p t  as  mJ~h ~ ~ a s  ~ ~  ~ a ~ s a .  ~ r  rake It oU. u t k e  

~ ~ broad ~ m ~ e m ~ s  u d ~  k a w e ~  ~ ~ s  in ~ ~ .  

~t wbs~ ~m ~o, u ~ t  u s~  a r s ~ l t  ot  sal  tke ~ ~ r e u  t k ~  a r e  

p k ~ ~ t ~ ~ ~ e k s a .  T k e l e ~ ~ u e r ~ o  ~teo~u.~o 

@ 



"~ ~ ~ a  ~' ! ~ ~ what it is that ~ F ~  

dom~ to ~ t ~  m ~ k ~ t ~ m  ~ t ~  ~ ,Zr w h ~  we are  ~ d t ~ L t y  

and wbm L~ ~ tn t ~  ~ ~ .  UmmUy we m 

]gow. let ms slt8~ w i ~  tim ~ esqpez~u~e of the ~ y .  

I have tp~tentbs t  d o w n t o p ~ m e n t  them ~ , d ~ i n t w o  N r i ~ o  ~ m ~  

in the l h , d e r ~  R e a e ~  tlmt we  ~ ded/eeted to Irro1~h ~ ~ .  

We ~ a ~ oeonomy m~d sa tks  oame t /me  we wsnt a ~-~b/~ 

~ .  We mint the l ~ ' e h s s i ~  ~m,  sa. ~ ~N, d e a t ~  to  be etskte.  

We don't ~ bsflmtten rod  wm dae~t want ~ .  

I k m m  p.ut t b e r e t ~  ONPo the ~ nat /oral  ps'oduct. ~dslchls 

the man toe~  ar ,d~ of the  lUmdswt/ve e ~ t / v l t / u  msd ~ in t ~  

~ .  s t m t e d l n ~ ~ h J m .  W e b m ~ d e f l ~ e d o t l o f ' t h m s e l ~  

k s  ym, ssU know. the ~ P  8eew v e ~  r s p / d ~  sft, er. the war.  

and a pm~ of thM ~ m ~ We ~ ' t  p rbduc~g  any ~ 

~ ,,ud ~ r v ~ e s .  1~et ~ ~ t ~  J , m ~  U t ~  wm-e ~ , m ~  flse 

peop~mo~e. ' r J u / b s d ~ u p t J t e ~ f l 4 p n . e o .  Sohu , e lhuedOf l s t ed  

c,m azm~ st. t ~ e ~  t J ~ t e t ~  es .m,~  ttte c t m ~ t n  w ~ . .  

S 



q u a t ~ r u . / a  the t ~ a l ~ ~ e  Of ~ and ~ m  produced/a the 

eCOUO~y. 

Ther~ i s  the picture of  the 8rm,th  p . r ~ q n t h o ~ y .  A s  you s e e .  

th ls  doesn't  re f lee t  the ~ We wI~ l eave  eet  the ~ ~ .  

You cea  s e e  t h a  thAu ~ e ~ h / ~  h ~ e  Lea s t ~  ] /ae  ~ .  w / t h a  

n e r ~ / ,  ~ , e  s . ~ e  j ~ w ,  p e e t - ~ .  ~ e ~ ,  u -  Set about 

~bemmera~eef~~ ~ M e ~ U - H ~  ~~(~e 

s~'~md ,~sr ~ wu ~ ~ ~ M, vel et ~ j~m~ ef UXM% 

P ~ o N ~  ~ ~ ~ bo up b/fjh~.  We hsve h e ~  a p / e t ~  

e t ~  

~OWo Umt ~ ~ m m p ~ e ~  ~ c o ~ e e ,  that. beemee we 

have a 8 , ~ s ~ / n  1~e fatal  ~ h n n e .  ~ ~ ~ w/11 

© ~  probsb[y p ~ / ~  ~ .  I t s~d  to j N  a d s  d ~ u  to 

one I /aL It s e e ~  tbst predu~den sad e u 4 , ~ T m ~  m d / ~ , , ~  

t b S n ~ ~ y u s e ,  b w e ~ t m p ~ y a s e ~ ( ~ q p ~  Ths t~ve8  

u~ a p l e t ~  eg the  f [ t ~ m ~  ued~h bJ one ~ e ~  tb~t the ~ 

a u e ~ u e e .  W e ~ m n t a e e ~ 8 ~ = 4 ~  w e w s t s ~ u m l s m / o u  

of the ee~mmic ~ e ~ , c e o  a~ the eount~ .  

l~ovo You ~ m  s e e  I s e ~  ~ t  we ltsve bad ~ utth s t sb / l / ty .  

amt ~ ~ ~ l ~ - - s n d  ~ r s h ~  t l ~  ~ hs~e. 

You esa see bore qe/~e v/vldly bow durb~  tb/a ~ ~e bad ~ o  

0 



~ . .  t ~  w : c o ~  ~ kin, .  kNi u ~ 7  ~ pr lc~ ~ o  o ~ o t  
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rzte at ~be Fe~ IkmeMo ~ ~ Iss e~e an4 ~lu-e~ers 

~ ~ t~ae ot Use accerd. TIwu are t~e ~ t ~  we are a~. 

la ~m~. I~% It me.rod tetMree, and r e ~  teeBe udt~ree- 

~InJ~mm~7o I~S4. l t ~ ~ , m t o e M a e d a ~ ~ a n d  

~wee ~aea~ue$ ~ M Is n~e twe u~  a ~ ~ 

Now. tke ~ rose m Uae Fecka~L1 Re~eawe AB the raae m 

~ tho Ir~dmml ~ ~II I~ W a ~mb~- bmJk. T1~,se a re .  

t~e ~ ~ t ' ,~  an4 a ~ p ~ e e , ~ .  T~e beok ~ te  ~ at 

I wm~ ~ make a ~ / a t e ~ / , e ~ e  ~ .  No l~n~ ~ ~ b e / a  

b m k  Is  u / ~ I t , ~ ,  =blels l~e  a ver~ ~ c ~ A  ,~la t ive  to ~ 

I t s ~ .  ~ r  ~o,~ ~ , N ~ m / ~  ~ ' t  M~,e te  b e / a  ~ , e  ~ o~ 

ezper/enee , , ~  t h w r ~ ,  t~,~ a b D k  e h e , ~  see b , ~ e e ~  ~a,. ~ ~ 

8 



t r v ~  the ~ ~ ~ .  

tim ~ ~ , r w .  It is  the r ' ~ , ~ 4 j u t ~  .~t t ~  ¥ ~ F s l  

c ~  berr°w t ~  the ~ ~MMn~e imr u ~ Ss 

t o s ~ p t b s c ~ s .  ~ s / / s s l ~ P r e ~ r / e ~ s n d p ~ .  ~ t / ~ e e e s s m 7  
We h a ~ / u ~  

_ ~ ~ n k e  are ~ for  t ~ ,  t ~ r ~ .  t ~ r ,  

mm, r ~ ,  stud th/s Ls ~ r a ~  

t ~ T  ~ t~ ~ ' ~  • ~ ~, the r = ~  ~ k ~ , ~  ~ t ~  ~ , ~ U  ~ , ~ , r w "  

Now. ~ ~ ~ , ~ , , e d ~ . . m d Z ~ , m ~ . . ~ . . . _  " _ 

n s , r y ~  us  , b .  / s t ° ~ N n ~  m t ~  ~s rke t .  t o ~ t ~  

thLs ~ .  

~ou k ~ w .  b s , ~  , n  ~ ~r k w  u d  i~r ~ to ma/n.  

t ~  a ~ r ~ / ~  ~ r c e m ~ e  ~ rem~ ~ s  to tbe/r  d e p o ~  ~ Taut 

h~re t°  ~ IS ~ e t  t b ~  ~ ~MMUS/ .  r u e r v ~  ~ 

S 



the F ~ r ~  ~ ~smk. ~ ~ ~  o t tbe  T , ~ s r ~  

~ to the ~ e o m t  d ~ m ~  beak. T h ~  is the z~ln/~m~e~t 

the7 ~ m~et. 

~ r  ~ ~ e s d s ~  a/'depos/~, d ~ .  t~the r~,erves 

~ ~ ~ 2 e .  It  ~ ~ the Mats ~ eeUsc*/m~ ~ kxm8 sre 

~ c~f t h e n / t e ~ s  p on every ds3r. eu~ esch item w i t h e  ~ / n  

t b e ~ .  k ~ l l  e/thet t ~ l  to the lmnk'8 r e ~  or take 8 ~  

~ ~ its ~ ~ w ~  the n / ~  b e f o ~  ~ a t  ~ ~ .~e -  

/ t .  ~ p c ~ t ~ u  U m  ~ ~  ~ howe. 

• N l~ lera~ l e e ~ r ~ .  /n ~ the r e s e r ~  ~ e c ~ s  

/a the c / t y  b m # ~  cawms  the ~ m t  to be  z v ~  ~ s ~ e k .  

h~ ~ ~ t t  ~M~ t~ r  t ~ o  ~ o r / t  CO~I b~ tw/ce  s n x ~ .  

B ~  ~ r  tho ~ r / ~  t / s~  s ~ m  t~ s I ~ R  bsnk0 ~ m t s ~ r  tt i s .  

a ~ m ~ e  t s  Mraek  d the  d ~ o ~ t  i ~ / k ~ / ~ / n  the  p roced la8  weeko up 

~ ~ st  ~ b  bsnk ~ l~ew York C ~ .  for ~ ss~l t ~  

~ w ~  be t a k ~  t~r t ~  l ~ m  ~ ~ m ~  ~ be t s k ~  

a t /~s  ~ s e r m s / n  the i ~ r s t  l ~ s m  B s ~  ~ t b s ~  m ~ k .  

~ ~ m  ~oss t ~ a  1~ ~ o t t ~  demand d q x ~ .  

~ r ~  Bsaks ~ k ~  ~ t ~  ~ m ths~ ~swy n w ~ r  ~ a d a B ~  

~0 



i ~ l ~ t t S d  te  be  ~ e~mr ~ t~e n a t  Imek.  

~ ~ u ~  ar  ~ k s  to h a w  t l u  ~ u ~ ~ ~ .  

~ m B e h l o s s o t ~ p o w s r .  So lh*~mW~r~as~st~ 

tbsY m g ~ g  to ~ a ~ sad they t ry  to ~ thM ~ 

by--to--bank, by InvmsUa~In h/l~. ,(w ~eNm~M~lnl nke 

the end ~r the r u e r ~  r e q ~ U r m H ~  m ~ k  ~1~ the r u e r ~ e  ~ ¢  

their ~ e ~ .  

At 8 m ~  M ~k~ ~ d S ~  t l ~  Imek~ ~ t lM t3ms~l~#~ air 

ot t ~  s ~ m  ~r  e / l l ~  ~ b m s ~ b , s ,  i ~  bnd ~ n ~  ~ t b ~  

~ / ~  e s ~  ot ~ e m m m / ~ o  s s d  ~ tM~ z ~ r d  be n e v e r  

/~cz~un ~ t ~  ~ a l  ~ w ~ s  ~ i s  the  ~ zf a ~ n k  

~ ~ t o ~ e a ~ ~  ~ th~m~ ~ t ~ a  b a v e a  

F ~  ~ ]em~ M ~ dS~cNnt ~ L  S~ ~ t  ~ ~  ~ 

U 



~ ~ hm~D m b m r ~ w  m t l ~  ~ r m , .  Th~  dhmcLmm 

~e~ ~TUie ~MR~e ti, M ~ t e  meae7 I ~  ~ the Fed- 

~ s , 8 1  l ~ x r v e  ~ ~ open msrke t  olsenstlm~ ms ~ teems're 

requt remenm,  

~ e  enm ~ t ~  r e s e s s ~  requlz , 'ememL ~ t  t ~  m a n e  t ~ e  

m ~ d o .  ~ttmw~ ~ tkt~ ~ tk ,  ~ ~ 

~ n , e  ~ t u t ~ t - - e a e e  In I N 4  msd ~ In LOH, But l~e¢ m e  put 

~ tl~ Im7: If t~ I ~  a a ~ ~ zemerveo ~ e m  eg ~,e 

~ T r m ~  ~ thB ~ U m ,  ~ hu~ l~  h,T ]~m~ ~ m e  ~ Tm,  t m o ~  



~ ]smd slumld r s t ~  tlae ~ ~ o  tt l ~ k l  ~ ~o 

a n  ths  ~ ~ o~ t ~  ~ Rmmrve ~ m ~ .  ~ t i n  mmmb~ 

Imnks mMahl t ~ ~ ¥  have to ~ IP~ ~ r ~ o r v ~  back 

¢o m . e t  this  ~ i e ¢ ~ 7  and ~ a l ~ m ~ y .  

~t t h e n  m,~sa' t  a F ~ l ~ . t l  ~ System m.cmxt,  of  o o m . ~ .  

~ve er U~y t~ La erder m ~ s ~ c 4 m t  reserve :  and Dot a 

~e~e~. SoUu~sn~hsWl~n~ a,d~,th.,,~a~etme 

ce s t r s l  I .m~ ~ ]~u~v~  ~ l~rom k ~  t o ~ ~ ~  

d ~  an the m ~ k ~  to ~ m a w r  c ~ t ~  l~mks can a t w ~ s  

they ~ Uke t~ ,turk ~ oi se~e wmsld be no t ~  reward 

cred~ t~Uwss de~~. ~ ~In~ be a~uaU~ a dens~eM~y 

e c ~  uader thNe e ~  

~ ~s ~ar Im res~a~ tlmt we p s ~ y  aever rsAse the ruer,~ 

r ~ m ~  Opmmi~lb u ~ s r ~ .  m ~ l ~ r a h ~ ~ t ,  t t m ~ d  

be ~ ksa'd t~ ~ s s  the  r N ~  ~ ~  red, ms smze  ~ - ~ s ~ m  

~ ~ ocemrred. We don't m~ a a~Uen et a~ ~be k~dm 

s~as~~~dehttomereders~eserv~ ~bmv, m~d N 

The eelwr ,n~r ~e epera~e en ~hs ~,,e remrve ~ ef t~e 

~ u ~  m m m y ~  ~ t ~  ~ o t ~ ~ ~  nmks s 

IZ 



p ~ ~  of what we tl~nk the a ~ o u ~  of r e s e r v u  wgA be ~ the m a r k e t  

at the eAoR of that de~o At the close of each clsy fo r  t l ~  ne~ three 

w e e k s  we aim) t's~ake a gueem a t  t he  ac tua l  o p e r a t i n g  p o ~ n  each  day  

pz-oJected ~ r  the ~ three wmrk~ 

~iow. these pro~K~d~na are ~ s t e s .  But we can mar t  with 

the  p o r t i o n  tJaat we know tke  amoun t  of  r e s e r v e s  tn t he  ~ a r k e t ,  and  

we ~ w  the ~ G m t s  for  r ~ m e ~ .  We ~ w  ff c u r r e n c y  i s  

w~thdz~w~ f r o ~  b a n k s ,  tlma wi~  d e c ~  t i n  r e a e r v e s .  We know if  

i s  d ~ t e d ,  ~mt  ~JA add to the ~ r v ~ .  We k~ow that  if  gotd 

comeB L~o ~ , c o u t r y .  ~ ~ bring the reserves up; sect ff 

L~ ~ out of the country, that w~U tske the reserves down. The 

bQnkil keep us t~formed on Wlm,t ~ bsta,ncms m .  We know tha t  i f  

the T r e s m . 7  ts pu lZ t~  In b/ILe, t twt  wiU take remrves  ~ ot the 

u:.ark~. ~e  t~ow thnt t t  the Treamwy is p ~ y i ~  biUa. Umt mk.es 

reamm, es out of the F,~Imml Reserve Bsnks ~nd peas tJan~ into the 

~ a r k e t .  We tmow abe~  any btg  f luc tuat ions  f r o m  day to day. ~'e 

kaow a]xmt th~ float, u we cat1 it; that l~. the d L f f e ~ e  between 

tkm ~JL~e it  J~ Wttk4Jl~Wn. where credtt  t~ given i t  8~ h t t ~  been ad t~ -  

d ~ w u .  sad the Ume i t  iS collected. That is a van'~b~e ii~n"+.+. I t  

vary f ~ ~  ~ a e ~  ~ the a~,~ ~ e ~ .  ~ / s  v e r y  

c~ca~ sad co,r4=lex ,~ry. ~ i~ a NCher dl~cu~ teeb- 

~ r u ~ o n .  But a ~ i s  made  each  day  of  wkan e s e h  of  

these f~cto~s wALt pro imh ly  be,  ~ r  Ip~Id w i l l  e ~ e  in and how mucl~  

=berber ip~td is Ip:/n~ out and how much. wlmtber the ~emerve requtre-  

z~eats wUl be L~cJ~eaed or nat, the ~ of ¢red/t ,  how much the 

14 



T r e e m n 7  ~ w~t  cha r t / e ,  and  what  t he  f loa t  wiU be.  

We a r e  p r e t t y  good a t  mo~t  o4r tts=t ~ a t t s l r .  t= the  c a s e  

o f t h e f k m ~ ,  t b ~ L e t h e n ~ o e t J ~ f n c u l t o t s J ~ .  /hAtwec~mumasMyegU-  

.~ste . .ost  of t ~  c J ~ e s  of the float f rom da7 to day. 

TAe Trm~mry  ~ c e  i s  one tha t  the T r m m m  7 and the P e d e r ~  

R.serve both work at very hard t rom day to dsy. E~ae of the ta rse~  

~ ~  that t ~  ~ h u  are the cash a d J ~ e n t s .  They ~ k e  

~ r  cal la  ~ the deposi ts  ~r the ~ ~  bsmtuJ in sm ~ to 

m ~  a s  .~ocb u ~ ~ a ~ z y  v a r t s ~ Q ~  ~ the  ~ r e m m r y  t m t m ~ e  

a t  the  F e d e r a l  R e s e r v e  to  e l ~ t m ~  tha t  f a c t o r  l~ p lay ing  on the  

r w l e r v e  ~;tml~on. 

~ w .  whez we bare  z ~ d e  ~ es t imate  s t  t ~  ~ o f  

t ~  day o! what the reservm potation wilt be. tlmt te]JUJ uJ 

tkere  ~s a de / l c i eacy  o r  sin.plus for  the day. Then it i s  t t~  dm7 of 

* ~  O p ~  Market C ~ t ~  to ~ tt~rre--to ~ t  t~at f iSm~ 

to the  p ~ c ~  l e v ~  w~ have  dec ided  o . .  

The F e d e r a l  Open Market  Comz~t tee  m e e t s  e v e r y  th i rd  week 

o ~ K n a r i l y ,  and m a k e s  a v o r y  e x t e n s / v e  r e v i e w  ~ the  whole  e conomic  

relies/Ion. ~f the ~ ~ ~ ,  a ~  of the r e s e r v e  ~ .  

R ~ ~ r  pol icy l ~ e .  
we 81~ 

For ~ ~ e .  ~ m ~ t a  a period When the e~mo~y  ~ d ~ . ~  

the  p~ t icy  n~ZSbt be  to  ~ r e M e  the  h ~ e  r e s e r v e s  ~= the  m a r k e t ,  to  

e ~  a ~ ~ whmre bsnks  fee l  at mt~e in ~ 



t h e  ~ ~ 7 .  You ~dlL u e  f r o ~  t t ~  U . e  t t ~  h e r e  we ~ a s t r o ~  

t r e e  r u e r w  p o s ~ t t ~  ea t~bUahed .  We ~ h ~ s  r m m r v ~  t r o ~  d a y  

t~ dBy. ~ m t  we n ~ e ~  by  t tmt Ls the  4 ~ L ~ m c e  ~ t h e  v o l ~ e  o t  

the m e ~ r  b s ~ U  ~ b s r r o w b ~  and t ~  ~ e  o t  excess ~ e m b e r  

b a ~ '  r m r v e s .  

I t  ~m bed o ~ y  o~e b ~ k  in t ~  ~ ,  we ~ aQt hsve t~ 

work  w~th t he  c o a c e ~  ~r f r ee  r ~ .  Lt ~ be much  s i m p l e r .  

~ e  ooe bank wm~Id ~ t a m m w ~ l y  havo  ~ and  d e t ~ .  /t  ~ , , ~  

every ~¥ borrew f r o m  the  Pedersi Reserve and ~ have 

~ .  b e c s ~ s  , m  ~ s e w ~  t immmad ~ e m b e r  ~ .  and  t h e r e  

a r e  a l l m y s  so,~e ~tha~ a r e  ~ debt sada ~ t  ~ m y  b s ~ s  t l ~  

b s ~  m ~ e u  ~ So we t r y  to  d s t m - m l ~  t~s  ne t  ~ ~  ot  .h_~ 

~ . ~ t  m t td s  ~ ~ h . e e  reserves.  ~ m t h e r  i t  i s  excreta r m r m  

m r  t l ~  ~ 8 m t e  b ~ r m v k ~  o f  t l ~  m e m b s r  ~ s .  

You w~U m ~  when ~ ~ r e  t=TJ~g t~ r ~ u c e  

f o r c ~  ~ the  e c e ~ o ~ y ,  t he  r m m . v e  ~ i s  ~ a tree p<~AUc~. 

tt ~ be a ~ e e  p o s t t t ~  ~, t imea ~t ~e,~e. ~ter the Ko,nma 

• tr~ck, it m s U ~ e  o( ~ree reserves d~rb~  tJmt period. 

TI~ cross ~ here As ~ we call ~ ~  ~ ~ .  

I~ m e w  that  member ~ a~ a ~boM, ere ~ g  ~ e x c e s s  

et their tree merv~s, sad ta ae ~ they are p~ng the ~sce,u~ 

~ow. let ~ go ~ to the epes ,x~u'ket ~ ~ day 

~ first t~ we ~ As pr~ t~e r,merve ~,~Nttoa. ~ L, ees b~ck ~ 



the tstem ~ c ~  ~ ~ w m  to the ~ ~a rke t  C~r,a~tttee. ~ that 

c o m ~  is very  UMely to state: "Umler  these c i rcummaaces o ( - ~ _  

~ y  a s  we s e e  Uwm,  ws s lmuld  ma /n t a ln  a e~mfor tah/m leve l  of 

f ree reserves tn the ~ a r k e t . "  Or t h ~  are ltMely to N y :  ':Under 

t h e s e  c ~  or  pmrs /4~h~ boom and  ~ n ,  s o m e  c r e d i t  

r ~  i s  needed  In # w  open  m ~ .  ~ e  shou ld  ~ a t n t s / n  a n e l p ~ v e  

r e ~ e m  pos l t /oz .  "' ~o ~ ~ t lw re lml t  of  ~ opes~t /on  ~s  i t  

ha~ ~ ) n e  on.  

M the period f rom J~me, 19~|, to June ,  J9t3, durb~K t l ~  boom 

~ at thM tame. a ae~ve reserve po~J~tc~ was ~ e d .  

mssm~ ~ the membgr  bm~a ~ bo~r¢w~d this n,.uch in ezces,s  

of ~ r w s r v ~ s ,  and thor  are p a y i ~  the ~ m t  rs/e.  /z the other 

q~mrter  t ~  e ~ c e s s  e v e r  t im r e s e r v e  p o ~ t l o a  w~s ~ s d .  The  

m a a e y ~ b a ~ m ~ e p ~ e s ~ y ,  ~ o U c e ~ d e z ~ m ~ d .  ~ a ~ ~ .  

i f  ~ Mad to b o r r o w ,  t ~ e y  pe~d a l o w e r  d ~ s e o u ~  ra te .  ] ~  when 

you have  t r e e  r e s e r v e s ,  t h e r e  i s  not  m~ch o c ~  to b o r r o w .  It i~ 

only On occamlon t b ~  the b4mks ~ do It .  

That i s  in muss Use ~ d the  ~ 1~eserve ~ j ~ t e m .  

T h ~  ia wha~ we de .  TZMtt i s  wlmt w$ a r e  r ~ s p o ~ s / b l e  for .  Xt is s i m p l y  

m r u p o u e  to  a Ju~gmm~t ~ the  g ~  ecoum~Ic  ~ ~ .  

There a r e  in t h e e e  f lgmres  e r r o r s / ~  s~me~tmes m a k i n g  p r o -  

J e c t / o a ~ / n c o r s ,  e c t l y .  ~ f r e e  s ~ e e m  pos/Uo~,  t h / a  n q ~ t t v e  free 

posit~n, may be d ~  f~ tt~e one we ~ we would have when 

we ,mt~ted oper,~. S o m ~  the~e errors ca, get d~fl~cu~t and 

t7 



ha rd  to r e t r ac t .  ]~ t  ~ one p a r t i c u l a r  p ro j ec~oa  u~ay rot  be 

aa exact  ~ of what the polAcy action s b ~ d  be,  the t r e e  posi t ion 

over  the qm,A~n" i s  c e r ~ l a l y  p ~ t ~ y  c lose  to it. 

Now, I ~ d  Like to ~ ye~ ~ ~ as  a r e s u l t  

t hese  tbta~s that  we ~ .  TM~ Is ~ g  to be ~ a ~  ksppe ,~  ta t~e u ~ s ~ .  

To b~__g tb~Ls ~ , t .  I h a v e  r . ~ p u t e d  a f l / u r e  of  the  z ~ a r ~  ~ the  

discount rate and t ~  ~ ru~. Here Is ~e d i ~  rate and here 

i s  the ~ r a t e .  ~ a ~  yie ld ,  snd the T r e a s u r y  ~ e .  It i s  

aboutZt~nt~iathe~ket. T ~ e a c e ~ - d a y ~ U ~ .  T h ~ r e i s  

a cus~o~ each meek ~u tke discount basis. They are k ~  every 

91 ~yj. 

These are the closest equiIiem to mo~ey a~ the preseut time. 

at tim ~ ~ ~ t  a b a ~  b u  su~p~ r e s e r v e s ,  o ~ e  e~ the 

~ r m  tkA,~ps ths~ tt ~ do wo~d  b e  to l n v e ~  ~ la T ~ r y  bUAa. 

t ~ y  c sa  ~et 9hsdr ~ back qp~tckly. It i s  no~ a l o n g - ~ r ~  

l ~ ~ e n t .  In the ~ marke t  a b ~ e d  m ~  ~ s  turn  over  

evu,7 ~. The ~ere~ baaks b~y aa~ ,~U ~ baAu to keep 

their moeey ~ a ~  and at th~ s~e ~Iz~e te ~ve n~mey for use 

c m m t ~ .  ~ l ~ e M 4 ~ e ~ ~ r e v e r y d a y .  i ts  p r ice~  a r e  quite 

sens i t ive  to c lmages  in des i r ed .  R i s  the marke t  thin ts  m o r e  f r e e t y  

s e n l t / w  t h ~  a ~  o~mr  to tbs  ~ that  the P ~ e r a l  ~ i ese r~  4 o ~  

18 



reasom we Uke to be fa/r~y ~ i ~ f e .  ~ =~aW be SO = d ~ o n  ~ s t  

a c U p .  T t a ~ t s a p r s t ~ I s r j e o p ,  ral/oB, l ~ t t h e l ~ t ~ s ~ k e t ~ s a b / ~  

enou~s  and broad ~ n~a,t, lras, t to  ~ t t  ~ mueh d t r ~ - t  

~e14. tki= i s  the m a r l i n  b e t m  t l ~  discotu~ r s ~  and the btU 

ra/,. ~ ,,Im ,Pe ~ W here la chaaflag the h.ee reae~s to pom/tive 

~r  ~ ! s C t v e  b u  s=y rer ,  ec t / sa  = = ~  ~ t l ~  eco=~=7,  we 

,~N~' t  te  ~ / t  ~ .  b e c a a ~  tt Is  t ~  n s a r w t  ~ ~  to ~ .  

b7 ~p, aMers sb~ws ~ it/m. 

wow. tak~t~/~th~a,~/a. ~thatcJ~rttlm~~s 

~de ~. ~ the ~ ~m.ke~ is l~tlve. ~ ~ t~e b/~ 

r a t s  bs b e ~ w  the  d~semm¢ r a t e .  ~Vt~a i t  i s  e r o s =  hstr.&sd. / t  m e  

tl=, b/U ro te  ~s m the d/~¢o=~ r = ~ .  

¥o~ ~,~ eee ~ ~ ~ ~ ea~y ~,,ce A~ t~e pestwa~ 

~ed ~ t~e ~L~ ~a~e s~eve tke d~sceuat r,te. ~ was the t~tr~ 

q~ma~r e~ I~Z ~ ~ ~b~ ~ ~ l~U. You w/~  m t i ~ y  a r e  t l ~  

same qm,  e te~  am t h e n  ~ ~ t~ae f ree  ~ were a e ~ v e .  

bmm--,~,~ ~ e ~ , m ,  m . , , - m , .  

A U t h e  o t lm"  ,~m,m. , ,  ~ Ira,, ~ad aet po~' t lve ~.ee r e ~ .  

the I=/11 r s t e  ~ ~ w  the ~ rate. ~ e c a m s c t i ~ .  I ¢I~=~. 

i s  talr~y e l u r  and ~ N t  ==L So tImt our  ~Lrst r s~pmud/~Wy in the 

m o m ~  markot  i s  to ~ i~ r  t&s l h ~ l e ¢ ~  R e s e r v s  =o s s  te  affect  

t ~  h /~  r a t e .  = ~  P , r t t = , ] a = ~  Uds m ~  ~ t ~  I=LI~ r s t e  s=~d 

t l ~  ¢Itscou~ rs t~ .  



t he  r e s t  of  the  n ~ 4 7  ~ 

~ ~ Me~veen ~ e  b~lA ~ 

t ha t  coe~ms up i s  whst  h s p p e ~  in 

~,~ the b ~  rs~e ~ up o r  d o w ~  o r  

.~ 8oes  Up and d~wn ~ ¢othe d i s -  

c ~ m / ~ ,  f o r  t h ~  I h a v e  t a k ~  the  bond y le ld  and t r i ~  to  ge t  i t  

down to  a s  f ew  Lt~,os u ~ .  I I M ~  j o n e  a w a y  out to  the  ~md of 

the  m o n e y  markQt  f o r  long- t~ru~ Ur~ttod ~ ~ , m t  N e ~ w / t i ~  

ar~  ~ ¢ ~ l a r l y  c ~ e  bon~ks. Tk/s  so l ld  Line ~ i s  tke  bond 

] ~ T d  on 1 ~ 8 ~ - ~ r ~  j o v e J s ~ e m t  ~ The  e t ~ s s  ~ c h t a g  Lv 

c o z p o , 5 ~  ~ e ~  on ~ , ~ e  bends .  

WELL. you w ~  s e e  f ~  that t h ~  there  i s  a ~ between 

the b / ~  ~ t e  m d  t h e / n t ~ . e ~  n~to on the l ~ t ~  market .  V~ben 

i s  v , ~ s ~ v e l y  W ~ .  t ~  ~ r s t ~  do uP. above t ~  d a ~  

r s t e .  "Abe t ~ , ~ - t e a ~  b d ~ e o t  re~e8 p W .  T h s t  ~ a  the  bond p r i c e s  

go dowa.  ~ b e n  ~ e  ~ ~ 8o down. tha t  n~mm~ ~ ~ a r e  

p l e a ~  ~ f~tdo mvaAlabLe, n e a ~  are  ~ f ree ly .  The ~ - t e ~ a ~  

i ~  m t u  ~o down.  uedeh.  ~ ] a t e d .  ,~ean~ ~ t  the  boad prLcee 

go ~p. 

t ~  a e c o ~ ,  in tl~ts p o ~ - a c ~  periodo these  have been 

q u ~ e  s e u l t / v ~ .  T h ~  have  had  a v e r y  ~ a r k ~  m c c w s o  we 

on the  ae t l v l t l s~  of  l ~ k ~  In Um ~ y  ~u~d ~ b ~ * o s ~ - s  ~ .  

But t h e r e  Ls a ~ ~ t h / s  , ~ r M / o ~  ,md a 8 ~ h ~  G ~  ~nd 

l ~  in ~ / n  l e e k - t e r m / n t o r e s t  , s t e s .  ~ n  t h e y  r i s e .  

bond p r i c e s  p down. b e e s u N  the  ~ on the  e c o n o ~ y  f o r  con* 

N 
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l ~ , a l l y .  I owt 7 Imme one m o r e  ran.tern. We t r i ed  to work tt~Ls 

d o w a t o c ~ e .  T h i ~ I n a a e w e a e .  ,d~e, h l ~ r ~ w o r ~ t l ~  

o~t. i ~ t m ' t t h / a k / t ~ h s p l ~ m ,  l a m a o t s m . e ~ t h o w z ~ / a b l e  

It ~ be. Bm i ,  ~ ~ this ©m~ep4 ~g g~,ewth and ~ ,  

t h e r e  ~ to be some ~ IM~men the ~ o e ~  S~pply. the 

tote~ vehime og d ~  and ~ ,  ud the ~I~side mm,ey 

be~ dm,e a~d sUndAe priees m~d h~l emp~o3m~mt. So I th~ I woatd 

~ e  the rat lo twh~e~ t ~  ~ m l ~ l y  and the G III~. 

s~p~e m o z ~ m r ~  theory  ~ couA~ keep the ,~y supply 

m b ~ e ~ t & e t / m e .  ~ i t ~ s n O t a s t ~ p ~ e ~ t o 4 e .  ~ t i s v e r y  

~ .  ~ . ~ p ~ e h a v e a l l s e ~ s e t m e n ~ ~ t s .  m s t ~ ~ y t h e  

r s t i o  c4 the G~P  to f l~  m o ~  s ~ A y  h a s  been f a i r l y  ~ .  S o l  

lain p ~ g  l~.re the re~ cgthe ce~s~~n. 

I took the poet-aceerd ~ by qus~ern a~ computed the 

~ o~ ~e ,,~mey ~ y  to the GI~P. ~he ~ th~ th~ eme~ 

was t~st  it m a m a ~ . ~ t y  sta~b~ ~ the period.  T ~  w ~ e 7  supply 

had ~ n  a=d ths ~ ~e~ ~ ' ~ s a .  Ybere Ls a very s~ va.~ 

~ - a  ~ abou/SS or ~ ~ ~ .  Ikt ~t ave~ SS perce~ 

~.r the pe~ed. 

The next t l ~ g  ~ c a m e  eut e~ I t - -and t h s / l a  ~ i s  

~ - ~  t ,  ~ , I te  s m - ~ - ~ S  to ~ ~ eeme ~ c~ese~T 

u U m t .  
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next t ~ g  tbst ~ r = e r p d ,  ~ e .  ~ve charted the mo~ry  

supply both at the =vera /e  and above and ~ ,  m that to a ~on- 

M d e r s ~ e  extent t h ~  oo=~to~r odr U ~  t ~ m t u t ~  o f  the ~ re la~ve 

to the ~ was very stn~tl=4- te the ¢ = ~ , r  of the f i ~ o n s  

ar ise  bet~mGm ~ rates ar, d the ~ ratms. It 1= very = l ~ g a r  

to the eoatour of the t ree  reserve ttmt we e s t a b l l a u ~  in the Fedler~ 

Syst®m. 

Lf you t a k e  a took 6t t i m  mimple ~ h e r e ,  7ou c s n  s e e  t h ~  

m r s  ~ e  =r ~ e p ~ g  the  ~ pr~ee s t  a JtebZe level., ~ l e p ~  

t l ~  m o ~ y  swpt~ty tram1. ~ be an economists '  p ~ a d t N ,  t¢ i8 r~¢ 

u t m  as tAN. ] ~ t  I t  i8 trt=e that b~ the pc~stwar per iod a~ l  d o ~  to 

tMs ttn~e, rheim co=zesrrent r e l a t l ~  }tam bee~ exLTermely close. 

lJ; t ~ =  per iod t l ~  t e ~ l  vo lume  ~ z ~ ( ~ j r  n : ade  a ~  by ~=mk~0 a l l  

t l ~ r  ~ activit ies ~ t ~  a l l  t h o r  many © ~ o m e r = ,  ~ shaken 4O~mo 

bee, ex t rao t~ t~arb~ r e s p ~ r e  to the u~peraCt~ in t~e open market  

~n Use discouu~ rate. 

I dk~rt think we c ~  look fo r  t lmt  ~ ,  f o r  thLe ~tabLltty. 

o~or a ~ pe~od.  ! don't think we can count oa that ~ ~ t e l y  ~ a~y 

s , ~ s  ~ .  ~t I s  a pe r i od  i~ ~ a lot  o~ ~ have  he~)ed.  

T h e r e  h a v e n ' t  been a n y  ia r f fe  Tz~asm-y  s u r p l u s e s  ~ r  def lc i t8 .  They  

have i~en s ~ d l  ~ Do that t h e  moaetary  ~ cottld counteract 

t h e ~ .  could o f f se t  t h e ~ .  It h a s  been  a p e r i o d  m which conf idence  h a s  

stroni~, w ~ m  b t u ~ - t u ~ e ~ t  w/11 a l w a y s  ha~e  lo t s  of  new w a r k e t s  to 

e x p l o / t  and  l o t s  ~ ~ew pro /~t~ .  It  h a s  b e e n  a p e r i o d  in  wI~Ich t h s r e  h a s  

been a h o ~ s i ~  shortage ,  when r e s l  emate is It, d e ~ u ~ .  That makes 



a p ~ l  tn wh~ct m,  o i ~ e  mtt ot th j  ~ .  wtth , ~  m ~ ' m ~ m  ~ m m ~ n ~ m t  

debt. ~ e  h , ~  o a u m l  ~ ~ a ~ .  bat a c ~ 7 o  and moJ~ 

~ m ~ 7 o  h a ~  p i a ~  w t ~  the t ~  or p r o p p ~  it up. 

a ~ ~ t  ~aeto m u ~ ~ e  s i ~ e e  ~ a c ~  hs~  b u ~  

i t s  ~ i~ s h.** ~ m v h ~ s  we ~ , ~  l ~ d  ~ tbs  acc rue .  

~ d ~ t  ~ t r a n ~ d  into ve ry  ~ mowm In 

tlse a , m ~ t a ~ y  of ~ t~rmqthoat ~ ec~u~wy. T t~  a~wemmst 

has  gone a n  t l ~  wsy  ~ 'Go  s ~  s ad  mq~md" to 'Ho ld  hock. ' 

T / ~  Ires l s ~  D ~ ~ on ~ .  

F~ thin/it  ~ ~ t ~  a l ~ r t ~  in which ~ ~ cost of 

in the lon~-tmrm n u o ~ y  ~ .  for  m~qfp , .~m and so  on,  not 

o ~ y  ham be~n e ~  r u p o n ~ e  t~ o p e ~  in  t ~  r m ~ r ~  

~ ~  ~m~ m e  sc~m~ t ~ t  r m ~  ot  m e  ~ m m y  mq~pt~ sn~ t~e C ~ P  

~ c m r ~  w ~  be c o n t i n m ~  

Now. I mm~ ~ p ~aek to th /s  ~ p r ~ - a e e ~  to ~ w  ~ 

~e p4~e-8~eo~d. V e canine o~ o( the ~ ~th a an~ p ~  d ~  

rate. ~e fAsdnaU~ raised it to os~e tn~ee-qu~, v ~  At 

8t tb~ ~e o~ ~ suth~. 



]~ow. note the m m  betu,Mm that d/~cosu,t rate and ths 

current tle. Ifyoulookzttbef~eer~wvu. ~mu/~aeetbatthe 

discount r~e new is faa- In ~ of the d ~  rote la the pre-8~ 

itTpe~ Yeu~oeeno~sgtl, m~latle~latbem. The~/Jcmmt 

retej bad ~ot c ~ .  beemu they bad no ~ to ~ e ~  

some i,ut~dual benks In very rare ~ Ah~ the t~m~erves wwn 

more or hme constant In tbe/r vohuae, depending tq~n eo~en~emce at 

the time. They weren't und~ ~ ef tbs I ~  0pea Musket 

Committee. 

The resin JM~ tbst ~ thet these f ~  er j o v ~  secu~ 

mes--er I m/~ put the mm tbmt we t, sd ever ~ - t , ~  A. f ~ ~  

souse. Tbe~wwtabovepm-. (~eutse~eouldn~tsobelow 

paso becmam t~e ~pen bbn~a~ C o n ~  ,,~ald b,7 them. ~mwe 

d/dtbst, wepveaebeekentbel~~. Thtscbock went 

lato the blatk8 end oN,ted J~merve8. b there was ao oeee~,~m for 

~bA,,n to~Jthe~'ede~Reoerve, no~top~yths dljeoau/ 

o~ enyfldng. In t/me eg/~ en~ees ef de~,md lOT hm6s on the 

~r~a~ket. thst ~ demand ueedd be reded aAso la the bond ma~a. 

So/t Nems ~ of an aut~ u ~  to keep h~,~ ~erve8. to 

keep ] ~ z r  m a r k ~  e u y  and e x p s a ~ .  TI~ resA p o ~ c y  at  that  ~me. 

other ~ o r d s .  ~ aA, no~t oat of  the bs,,ds o f  the FederaA ~ e s e r v e  

and ~ the ~ m d s  ~f the m~rkst .  

H~re Is the gese ra t  r a~o  ~ t~e ~ nzte and t M  b/Lt 

t'Me. Y ~ e ~ E t ~  ~ r a g l v e ~ ] A n e t b ~ t L s a t a A r l y ~ m a r g / n .  

~4 



T s k ~  U ~  ~ ~n b~ts .  f f  t i ~  ~ u r l # n  ~s ~srtle tun~. St ~ Umt 

t ~  ~ ra~e. to ~ the ~ smsU, w~Jd~ one 

e~ the 4 1 ~  rate. ~ ~ ~ t lmt d u r i , ~  the w~r.  Th is  ~esns  

t h ~  ~ ~ F ~  Reser~m raised t im d / ~ x m t  r~eo t l , ~  d/cl~'t b a ~  

an e f f ec t  an t l ~  b/11 Irate re=, s wld le .  ~ it kept l~Ls/z~, s a d  the  

~ ' e d m ~  ~ ~ remsmed ~ t l ~  ~ c ~ u t y  =~ore 

o r  l e s s / ,  Lt~e wltb the ~ o m ~  r~ige. ~o that tb /s /Jm' t  a wari~et 

it  i s  f r e q m m ~ y  a = = m e t  phenomeAen. ~ m a r i ~  de te r -  

~ t ~ e e  the ~ ~bM ~ m u m ,  ~ that the y ie ld  ~ ~ i~ the 

~ s r k e t  m R up in the pre-accord per/od. ~o ~ we st the 

~ederai  ~ s e r v e  tbcm~t  we trod to ed~- t  the p r i ces  o f  Sover~ment b~nds. 

at the same thst t h ~  t r i ed  to  stop ~ ,  they tho=sht s 

b, tgl~e~ p r l c e  ~or ~r .~ey  ~ stop i t .  b that  a s  the ~ ra te  wa~ 

~ e d .  that was sor t  or a ~ to tim o p ~  Market  C ~  to ra/se 

the rote at ~d¢l~ it w ~  p e j E / n l  t b e ~  b/Its.  A11 tlm e e ~ m ~ r t t ~ s  that 
e 

had I t m d s / - v ~  i n  bt~=, ~ d  of ~ ~ m  e / ~ t s  l ~ c e = t .  

hsd to I~Y one percent .  Xt mesmt tbe / r  t ~ k =  h~ deposit= wOqdd yle~d 

to ~ percent°  i t  =~/ll~ be an ~ to t r a n s i t  somo of 

th/s caxb Lt~to b/ l l~.  As ~ ~ a t t e r  ot  fS~t, th~ btU n ~  did expem~ 

dm~nll tlme per iod  when the F e d e r ~  l q l e m  ~ms r a i s / ~  i t s  peas  on 

b t l t ~  
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~ w ,  I w a ~ t W s a y l t w o r d s l m ~ t ~ ~ ~ y .  ~ l s  

~ e ~ s ~  a tory  of al l .  I b a r e  t ~ t  o~ tMJ c b a t t - - t ~  ~ of 

tim ~ o n e y  Hpp ly  to  t ~  G~P.  ~ m t  dLd t t ~  took ~ke  before the 

e e c e ~ ?  ~ ~ t~ls:  

f i r s t  o t ~ L ,  ~ c a a ~ e  o u t o f t h e m w ~ d t b a w v r y b l 4 h r s ~ t ~  ~f 

m o n ~  supply to GNP. S s r e  ws k s ~  a ~ r l y  e ~  ~ at the 

t ~ e  e t  Ute rsce/udm: in 1948--a c m s t ~ w u  4 ~ .  I tk tsk  tt had 

~ ~ng ~o espJdd~ tbst ~ a d ~  i~t ~ m¢~ 8~PMAY 

n ~ e z m a ~ o r ~ ,  p r e s m s ~  o n ~ 4 o w ~ r d .  I n a  

a t  ~ ~ I m ~  p r i c u  r l J s g  r ~ v e  to the 

How J d  Utts b s ~ ~  occur  ~ the accord,  ~ the  mcasy  

I d i o t  Imow, b ~  m y ~ m  e ~ m s L ~ n  m~a~dbe t J ~ :  ~ e c s ~ e ~ t  ~f 

the ~ vt ths very reduadsn~ musty Sapply ~ tlzls ~ a s  a 

of tb~ ua~y the war wlus flasaced. We canoe out oF tlbe war with tim 

sJtc~a~ce~eyra~ss~rll~rw. T r e a ~ b t l ~ u ~ e o ~ e ~ .  Then, 

s~s ~ r a ~ i ~ t & e  r a ~ m  ~ ~ ,  tbsy  d~d ~ mm~e return 

~o4~e  ~ and ~ who Jutd fU~J~ ~ vo teme  ~ deposi t .  

G ~  ~e  S~t s t r s u t e r  : f  ~ ~  from ~ lz~o ~ L s  sad o t ~ r  

~ b e s r / a t l  sScL"tt~m. 1 t l d ~  ~ I t  a ~ ~ !  t~r ~ ~ .  

wJu~t ~ t~ed~, mem~ to me more Umn 8 n ~  else Is ~ 

i t / s  incor rec t  to mea4m~ mema~ S~pp~y by ~si~ tim de~m~l~ ~ ~ y  

pr~WtJ~accm~l .  M t J ~ t l m e a l m e t s e ~ u ,  lt~m ~urecarryln8 
U 



i z~nm~ m d  ~ r r e  emmzd~dly mml~  IA m x ~ .  Tlu~ ~ m.ldte in 

~ .  ~ w e r ~ ~ m m d s s ~ t o r ~ N ~ s .  Andm.r . -  

helmed t~ the ~ tree m~rket. 

~ i s  t ~  ~md Qf ~ I hav~ t~ jmy. I wLll be ~y ~lad to 

take ~ u m ~ L ,  

MR. MUNCY: ~ mzr ~ i s  ~ fmr your  

q~mmmmk 

QUESTI(~V: D o e , ~ .  sssmmZ~ t i e r .  w u  a loss  a t  ~ c e  in 

tk is  ~ eml a ~ cG ~ s ~ m l ,  m~cms ly  fr~m lmnks,  wflmm 

i s  t l ~  Ltmit to wqtt¢l~ m ,  W,d,zmt mmmrv, ~ cmdd r ~  tim 

r~mrvms ? 

• dr ~mnks for  ~ m~mey t m m ~ y .  In mmcJ~ s sttastimt 

tl~r~ mmsld come  sml  ~ frmm ~ W~der~1 ~ .  T I ~  tumid 

l ~ . w e ~  ~ d ~  ~ 1 .  t i l t  w ~ . a ~  ~ o  wJmre y ~  m m ~  

to d i ~ m m ~  ~mks tram ~ tbm. y ~  ~ i d  m t ~  t ~  dLsem~ sm~ 

l ~ t  f l i t  m~m t ~  p i c u a ~  y~m are  l ~ t ~  a ~  wlO~lmW,lo 

t l~  Fe4ersl l ~ m  ~ enter ~ t t~  ope~ m a r k ~  sad Im7 s e c ~ -  

t~l~,.  V~km ~ ~ ~ ,  it pays h r  them w l ~  a cheek on i~o~tf. 

~ S d  I~ d e p ~ d t ~  to _~. ~ ~ SI~ bmd~ a~ l  ip~e t h e ~  r e s e r v e s .  

~ Y  ~ ~ w  ~ tlbos~ s ~ s e ~  ~ S ~  cash  Lmm~I/aSeZy, 

ZT 



~ r e  is  eAm~t no ~ to ~ c ~  that c m  be daee. 

e~e~l~ ~ d e r  the ra~e e~ ~ee rve  ~ ~ s .  

~ e  do 

So t l ~  we ~ 

~ t ] U ~  ~ ~ ] ~ e ~ . m  credit wAtlm~ pt tJag belo~ ewr 

H ~  ~ , ~ q L t m e n t .  

J~t the Pedes~ ]P~ees.ve ]r~m,d kas the ]wmer ~ an en~ergenc-y 

to clmnge them reserve ~ e m m t a .  So t e ~ a e l l y  they ,~:~.ld meet 

~ y  a m ~ n t  ar ~ The real ;.rebte~ ~ d ~  be the poLt~ Wogm,~ ~ 

hen~ mmeb ~ tumid be~ 8ml imw ~ l g  ~ tumid ~ .  ~ 
/ 

else. ~ the ~ m lob tha~ m~me pressure ~ be 

Q U ~ S T ; ~ :  ~ t l ,  thin poltcT don't you Set t ~ t d - b , a ~ o n e d  

w o r k ~ g  or t~e economy, wh~re y ~  w ~  ~ ~ ~;ll~'~ 

~ do you ~ aroUn~ ~ 

DR. ~ F ~ . ~ a :  Tksa is  s d ~ l c ~ t  ~ d ~  yo~ ~ to ~mke. 

If the p r e ~ e m  ~ p m ~ y  a ~ ~ ~ / ~ ~  l o s s  ot  c o n f l d e ~ e  and 

~ ~ c~t m ~ e y  to a ~ v ~ l ~  8t~p me ~an. us~le~ ~:o.d~ons of l r ~ , t .  

l o u  of confidence that mo,~ey As net p~ag to 8o to work to ps'o4uce 

tn(~at~oa, peoj~e wA~ be ~ ~ An me~  S~cket,,. it ~,m't 

the other hand, U r there ~ a ~p~d reaso~ for the ~ 

c ~ n e e ,  ~ u au ~ ~ n o m t e  p e r c y ,  when y ~  pay 

out. you are ~uu~c~ the ~ ~ .  ~ d  ~ ~ have w ~ s ~  

m ~ e y  pre t ty  s e ~ ,  ~ m e r e  t s  e v e r y  ~l~se ~ p ~ e ~  ~c be ~u~e  there .  

~ 0  



so 1 tUiuk ~ )u~ ~ ,weu~ iu U t m = 7  tu ,~me  eeumrUm 

s * s a ~ e t t m e a .  ~ a e r m m ~ t n ~ ~ r s t ~ .  ~ t l m ~ r e t  

~o r l~  War, when t t u t ~ . ~ t a l m ~  nwded  mOU~o tt  3ust t u r u e d t t  out. 

Of ~ / m  that wu~r tt ~ a f l r ~  ~ tlmt ~ y e d  

t t s ~ .  so  ttuu ~ ~ w u y ~  a ~ .  

Q ~ ' = r l f ~ :  zu e e m p u r t ~  p re - aeeo rd  u p  thin lmat-seeord .  

ttmee arable e e u J m e r  Sml wboimmie ~ stud ~ s  r a m t a l  o t t lm lrroos 

praduct  u alp4u~ the rest c~ tu ,  tree ~ y  m - u e e e r d .  

w ~ t  tto yeu fm~ c e u t r t b u t ~  to  tlmt ~ W ~ t  ~ s a  the ~ ttu1~ 

in th ts  aumey c o u t r ~  tlmt ~ m t  to tlU= ~ J ~ U J m t ~ a  • 

DR, R~EFLER: T o ~ ~ ~  ~w~ a r e m i t  o ~ ~  

hwee ~ ~ ~ = ~ L t '  yma k~iln~ ~ 1~e ~=e~ed, I d~ms~ ~ n k  

we wo~ imve Mad t~e ~ / =  l~ee. Ix~ a ~ o~ oi~ tM~ =~- 

t r t tmted saso--Imt t e t t m  ~ a t  tltst it mus the ~ a u e r v e  ~ s t e ~ .  

"a~ ace ~u,t we ere ~ aU th~ ame u~ t ~  G~P and the :mr, A~k  

efb~,~aue. Wearst~te]~ms~tbe~ ~q, at~,o~,e 

,m~ ~t ~ been e ~  

er me  e e u u t ~  ~ ful~ emeieyamm,  u n u ~  s t  eu~ ~ ~ .  

k ~ t o t  ~ cmaamum,  , ve sTUe~  t ~ s ~  ~ .  t l~  ~m~ 

tota~ ~ tie~,s~ ,~.~ps-~lm ledmuu ~ lS~ue~v t~ udd up to s ~ ~e,~ ~ .  

~ON~" au, d jaoda  tha~ ~ l ~ t .  ~ ~ J ~lea~ t J ~  ~ ttue Pe~hnem, l ~ 

t r i e s  to ts~m ~ the ~ o  ~ t o ~  m o ~ y  htse  ~ . ~ i -  

abte.  W e ~ t b ~ a e e ~ t U e ~ r a e m v a S ,  t W ~ t U e d t u e e m t  

rate .  by ~ naSsUv ,  ~ 

St  



In the tb/rd quarter  of I ~ U  these  wsa pra~dea l ly  a ~ v e  

r e s e r v e .  I t  was s l igbtty n e p t / v e  for  the quarter.  'rbst b s s  s o m e  

~roc t  o~ t in  m ~ , e y  d e . a n d  for  ~ a ~ u u N l ~ e s .  It h e ~ s  keep down the r i s e / ~  

p r l c u ,  ~t has  beea a dttMcu~ s / t ~ t / c ~ .  ~ e ~ t  p r / c ~  have been ~ up. 
) 

l l adu t r f adp r i c~shsve tmmu~ i l~4 iu  p. ' l ' h ~ o n e r m u i o u f o r f l s e  
/ 

Feder~  ~ poUcy ~ ~  ~ s~ the p r u a t  Ume. 

Wha~ a comm~d~y is  ~ a I t ' t c ~ .  ~ f l u  ~ k  

18 uet ~m c~mr.  and p e o p ~ ' a r e  ~ s i ~  ,ks t r u d y .  ~ the Federa l  

hm~s aaahust  ~ ~ by ~ excesa  h'm@ r ~ s ~ 1 ~ s .  

That hss  the ~ or ~ ~  money c h a p  to borrow, the T r e a s u r y  

~ e r ~  rate,, p u r t t c ~ r ~ y .  Bsnks can rake ~ l~m# by s e ~  bored, 

tUey ~ ~ w ,  .~ p ~ ¥  u~m.  P ~  tsum tuey ~ tn~-~. 

~ m o r e  free ly .  ~'e s e w  thin ~ very  ~ v ~ t y  over  the 

J u t  p a ~  ot  t9S$ and l~ 1~,4.  

The part of ~ msrU~ that ~ moat ~ is t i e  n~or t /a~  

part .  the h m u ~ - ~  u~tuatton, ~ you tmow, t ~  w~m~e of 

s t a r t s  ~ t ~  v ~  of a ~ o ~  w~at up m an esZraord /mu~y rapid 

rate ~t that per iod,  as easy o m ~ r  developed i~ the |an~q~n~r par t  ~ L~)It4t 

Md t t u ~  l~S4. 

Prolasb~y tt  was ovordmu~. A ~mrau~e~d m ~  is  a 

Ou~ ~ ~ o n s  woke up a~d found t h ~  the~ hs~ 

c o m ~  ~ ~  to make ~ to flnamee ~ w a y / ~  

excama c4 any ava l t ab~  i ~ d a  t_-~y had o r b a d  c~min~ to them. ~ p a r ~  

ot their  p r o ~ e ~  was trying to  work ~ t  t~u3N comn~Ltmeuts. 

The price tadex be~ to edge up ~atr~y ~ t r c c ~ y  ~ the demam~ tot  

so 



conmtruct /o~ m a t e r / a ~  g rew.  Cm~st ruc t lon  m a t e r i a l s  a r e  now 

5 p e r c e n t  h / ~ h e r  than  tkey  w e r e  a y e a r  a~o.  ~ I th i~k i t  i~ a p a r t i a l  

~eglectton of  t ke  e f fec t  o f  ore- Ire4erel Reserve po l i cy ,  t h e  ps~t  t he l  i t  

p l ay s  in  &Lt of t h e s e  t~inp. 

QUF_~TI~t~: ~qmt c a a s e s  the  ~ r a t e  to  v a r y  u the  F e d s m ~  

R e s e r v e  v a r i e s  the  d i scount  r a t e  

/DR. RIEFL~R: A m e m b e r  ~ m k  h e r e  ba~ r e s e r v e  ~ e n t ~  

tlmt make i t  r~ecemmr~ fmr i t  to  bmre a m i l l i o n  ~ in RS reseweea 

t k l s  week. Tha t  la  i t s  m k l y  r e q u l r e ~ e n t s .  It m oa t  i t s  ~ -  

t i~n oa  M o n d ~  o r  Tuesda~  M the  week emtiag  ~Vednem~y, It p r o j e c t s  

ft in to  the  l a s t  couple  of  d~ye and f inds  tha t  i t s  a c tua l  r e s e r v e s  a r e  ~ l y  

nine ~ ~ d(~ la r s .  

| t  hmJ to  get .  ~ l m t  doea  i t  4o?  

T I ~  lea~m,  a bamd~d thomm~d thst 

It h s s  to  Imve a Imndred Umummd do / -  

tars  to br ing that s ~ a i s ~ n t  up. It ~ l y  has two dsya lef t  of  the 

requirements week. I t  probsbIy ~am~d kawe three hundsqkf themmmd 

for  i t  to m r a g e  mat ~ Vv~mltt does i t  do 

~ae o~Uc~ that i t  haJ is  to bor row f rom the Federal Reserve 

and deposit the ~ in i ts  r e s e m  a~com~t. ThJ t  ~ c o s t  i t  two 

and a q~mrter  p e r c m ~  f o r  Uw t h r e e  ~ y ~  

A~J~er  option i t  t ~  is  to bor row the reaerves of another bank. 

is  called the .~rket for Federal lqmd~ ~ m e  other bank a~.mtO.- 

taneous~y ~ ~ i t  ks~ ~ reaea,'mee f o r  t he  week.  :5o it  a ays  

i t / s  going to have  an e x e e s s  o f  one  h u a d r e d  thousand  o r  two 

thousand  doUax~. Bank No. 1 cam b o r r o w  tha t  e x c e s s  f r o m  bank ~o .  2. 
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It w/tl pa:r t~r that near l7  t ~  s ~ l  a qmurter ~ .  At t ~  p r e N n t  

t /me,  a s  it e tosed last  ~ 1 ~ ,  ~ was tim s s ~ e  a s  the ~ r a ~ .  

i t  caa b o r r c ~  tb~se tmmds st  sbomt ~ a ~  betow ~ e  

d iscom~ m e ,  or  ~ two and three a A x t ~ .  And ~ t ~ a  money 

market a dBf fm~ee ~r a ~ o r  I th l r t y *seccmd I m ~ q m t l  to  i 

~ .  beesmm the ~ are  l s r ~ .  

TMAs m a r k e t  i~ v e r y  ~ .  I t  ~ t rmm m l n u ~  t~ mJm~te, 

A bask t~mt ~ ~ is ~ y  teistpapMag to Ne~ Tork aad say- 
* 

I n g l t  haa smrplms ~ m Jm~d to s o m e  trunk tlmt haa a ~ q m c y .  

beak w/th ms ~ t ~ l s  mm~s s cheek to the ~ t w r  b B k .  aad that 

~ t rsmmwred to the fumts ~ ~ ~ secmmt. 

Or it c o u ~  s e l l  b/ l ls .  A c m ~ e l l s n ~ l ~  o r c o ~ .  ~ e w ' d l  

tske the ~ of the beak with a ~  ~ t ~ o m m ~  

~ ~ c y  t ~  It b u  w . . m .  Soo~ by w ~  . / S ~ .  It c = .  s e ~  

a ~ ~ ~  Its p o r t / o l ~  ~ t l ~  cheeks  ~t p t s  it ca~ d ~ s l t  Ja the 

F ~ d s r s ~ l ~ s e r v e a c c m n ~ a a 4 ~ ~ t s ~ s e r v ~  ~p. However. it 

mmsl ly  ~ ~ ~ / t / t  h u  t i a ra ,  becsmm ~ a r e / ~ s t ~ e ~ t ~  

wh~re the ~ 3 ~ ~  are  I ses t  t a  the ~ a r k e t .  The d~L~-e~ce betwem~ 

the b v ~ l ~  amd U ~  ~ pr ice ~ ~ u ~  ~n bJ,t~ U ~  m ~ very 

q~/ckly. 

So it ean ~ b/11~. It the but m e  Is  below t&e dl~eom~ r~te.  

s~y  ~ b/11 r1~te I s o n e  percem~ l i l t  se lb l  h/11a, i ~ / s  f o ~ t h s t  o~e 

percent  ~ for  t~m dsTs; where to  it  it borrows  at the d / s c o . ~  rate.  

it wouM tm~e to p~y t~o  s a d . .  qmwter  ~ interes t  f o r t ~  two days.  

~ A  



~mwl7  i t  is ~ f o r  i t  to seLt ~ .  

wLL~ do, w ~ m  it w t ~ p ~ ,  t ~ u ~ t ~ t t  is 1 ~ 4 t o ~ ~  t ~  Fed° 

e ~  l ~ m e r ~  or  do i t  by ~ V e ~  a. :m~t~m or  by ~ 

~t ,rA1A ~ a decis ion  wksa ~ be to t~s  bes t  a d m m t q e  ~mnctaAly  and 

o~ v e r y  cSese  ~ .  T I ~  ~ p  a h e m  thAs m m s ~ w e  r e ~ .  

~ ' I ,~STI :~ :  The qpmm45e~ ~ ~ the d e s i r e  to ,+ta,lml, li, se  

p r i c e s  bs an end J n ~ e l t  o r  ~ it  Ls done f o r ~  ~ .  

A ~  t h e r e  ta a r e a a ~  why stabAe p r i c e s  a r e  d e s i r a b l e ,  t~ ef~.~t 

b e e a m ~  t t ~  i s  beAtew~ W be tlsm beet caud~ttcQ for  ~ of the 

~ p redec t ,  on tM~ sMort t e r ~  i t  does s e e ~  t ~ t  ~ e  mu~attm~ tn 

~ d the ~ ~ ~ ~, abe~ ~e ss~e ~ bse~ casee. 

DR, R I f F L e R :  Yes .  The ~ INs boem ~ ~ s u r e  

both c m m ~  In tke f e r m o r  ca4e it ~ pe~ce altabA~ty, and tn t l ~  l a ~ e r  

case it ~ M~ price laity. ]kt it u~s ob~lmsa,  ~ t~e  

the same in b a ~  ~uea ,  ~ we must ~ bsd msb~ t~  ~ d 

i a m a b ~ t y .  In e tke r  word~. ~ m m s e  i n d ~ ~  people were a c t m ~ y  

ruined by t ~  ~'etert~m:~o, in the lmrcbas t~g power  of t i e r  ~ .  we 

had m t ~ t t y  i,~ the ecenm~y u a w h e ~ .  

l e t  oa t4tke ~t in m o r e  ~ c  t e r m s .  1~ w o ~ 4  be m y  own 

~ ~  ~s~  S~ow~ ~ an s ~ e  p r i m . ,  m m ~  add to the p r o d u c ~ y  

of  the cov ~ try  o v e r  t h e  ~ n g  run ~ r e  ~ ~ bs~ed  o~ rlste4~ pr~c~s .  

~ae i~~A,~, u we measm.e  ~,e ~ t p .  ~ nca the  t o ~  

output o f  good~ and s e r v i c e s ,  bat ,  more l m p o ~ u , a t ,  wJud: i s  being p r o d u c e d ,  



Are you p ~  the rAil~ thiagu o r  the w r m ~  th iags  ? We could be  

prodec la4  beth tube w b e a p e e j ~  ~ , a t  r e t r l ~ .  ~ a e  Crop wouAd 

not re f lec t  that e r r o r ,  i t  would stLLt be 8oiag up. Do people r e a l l y  

r ~ s  o r  beth  tubm t~ that  p e r U c u ~ r  c a s e  ~ ff  y o u  have  

s U ~ e  p r i c e s ,  sad  the p r o d n ~ c m  ~ e r e  s o e ~ l y  made  s a  to o~r 

demand,  ff these  a r e  Lhtked Upo I ¢kbtk you ~ get a more  e f f ic -  

ient  u se  of c e p ~ .  a more  e f f l ~  p ~  with ~ s t  ~ U t l .  than 

f l i t  was  done ~ the ~ o~sn  uns tab le  p r i c e  ~ v e L  

~UE~TIO~: Wbm , m s  ~t theft b r o u 4 ~  about the m ~ e t a r y  a c c o r d ?  

did it  bappe~ s t  that pertlcu]a:- t ime  ? 

pegged p r i c e s  o~ 8o~ernment  Monde. ~ e ~  s e e ~ e d  to think thst  

w e J  e ~  mo a s  t o  ~ a s  nnuch ts .v~8 a s  ~ a n d  n ~  

have  f l n o n c / a i  l i ~ I t s t / o a g  to  i znpede  the  w a r  e f f o r t .  A n ~  that  dldn't  

c=~me in  t a x e s  M t h e  m ~  ~ f o r  t h e  w a r  e f for t  w a s  r a i s e d  f r o m  

the b a n k i ~  s ~ t e x n ,  and that i s  admi t ted ly  Inflat lm~wy. 

The pa r t  of t~e p r o c e ~  t h ~  mu, I n f ~ ~  w u  f l n a ~ / n 8  the 
of 

~ar~L~,  fl~e ~ e ~ 7 .  ~o t~e p ~ j  the priori of ~ o v e r n m e ~  bonds 

was ~ .  ~ it ~ m p l y  meant  that  the  T ~  ~ m i k e  

tip fo r  any def ic iency we JM~d in the, output Of ~ sec~lr/t.ie8, If the 

umr~..et didn ' t  troy ~ b ~ d s ,  the .Federal Kese rve  created moaey  ~o 

that  t h e  m o n e y  w a s  t h e r e .  

Then the ~ u t l o n  c a m e  up at the  earl of the war  wJm~ to do ~ t  

the inflat ion that had a=,Imm. Everybody was ip~ttlng worr ied.  We had 



4 d ~ e u  to ~ l t m ~  tim l ldnl  t~ do i n t o  l ~ l m ~  W tlw t ~ e  

- ~ r k e t .  i f ~ l w d ,  t t m m i d t m m ~ a l x m l a e ~ 4 l a p m e .  W o  

l : e ~ m ~ T .  ~ S o w e k q ~ o - ~ t h t i ~ s ~ ~ ~ t l t ~  

~ ~ t  debt. and t ~  to ©~,:m~l tim ~ with m cm~.ot~, 

I m p  ~ o  cmwmner credit ~mtmltJ. ~ ~  ~ .  sml a l l  

tlw l ~ l t  ~ It .  

T'--md dsbs~e went ~ wt~  c ~  7 mhwr  ~ ~  to ~ ~oney 

u~ier  c O ~ o  mlnor ~ m r a ~ .  ~ t b ~ ~  ~ . ~ t f e s r o t  ~ 

~ M ~ l m p p e ~  t ~ r U w t ~ t l ~ t ~ S ~ .  ~ w v e r .  a s t ~  

~ i ~ e  p r ~ r e s ~ d ,  the Feder~ l ~ s e r v ~ - I  don't ha~,~ the n s c t  ~ e  

o~ these ~ .  beomwe ~ m sl~s~m ~tzed up-~-b~ tb~ Fe~rs~ 

~ _ n j  thin ~ d m~ney, beeez~e ~o re  x~d more c ~ o  

~nced U m  the p e p  ~ be dropped. 

"l 'b~ dl~l~'t melm mll,,jv mw:tl. '1111 l q ~ e ~ l t  ~ mira ~:amt- 

t ~ l m o ~ t h e c o m m t t t e e .  I t ~ l l m m m m : l o f t w ~ l , ~ .  " l ' I t e l m ~  

m d e ~ d e d l ~ m t e ,  t t , , ~ m ~ m y : 4 1 ~ e ~ m : ~ ~ .  ]~ t  

] redm~ ~ became m and more d s  ~ t i lxt l ids 

of t i e  I ~ c ~  of ~ e m  ~ m - t t l e s  si~mld be ~ l ~ e d .  

It ,ext  ~ to m ~ m  (,redtt ~ t ~  ~ ~ the 

~ e r v e  ~ e ~  The r u t  ~ pr ice ~ m ~ a q ~ U ~ d .  

mm ~ m ~  I~cam~e . e ~  mom~, ~ms lmat l  c rest l~  ~ m a t t ~ t l y  

b~ ~ k ~  ~ , : ~  ~ ~ .  F,d~m~ ~ ~ t  ~ ~ ,~  to ~,~. 

a ne~Ul~b~ ~ whe~ the p e ~  ~ ~ e m  ~ ~ p ~ r  
S$ 



Or c c ~ s e ,  there  came a very tsS4: debate trod in February and 

Marck, I Q ~  Lt broke out of Conlprees sad b r o ~  Lm~ the press. There 

m s ~ e , ~ s  issued by ~ ~embers  c~ the ~ e n ~ t  d whs~ 

U~y ~ ~ o i  ~ .  ~ were  ~ l y  c r t t U ~  ot the ~ Reserve.  

T k ~  ~ the ~ snd ~ F~4ers t  ~ ~  mot t o u r  i .  s 

me~em or m q l ~ l j .  ~ d  t l~  net rwa.l~ o t ~  m ~  ~uD the accord. 

MUNC't:  Dr.  ~ ,  o n ~ M t b e ~ a n d  

~ we a r e  ~ d ~ N  to ym~ f~-  a v e r y  ~dmr ~ t~ fmM~ p~t~mre 
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