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THE DOLLAR UNDER'ATTACK”.

Lhe Amerlcan dollar is once! more
under attack. Such' is the view' put
forth before the publié when the ex-
change rate of the dollar .for the
deutschemark and - Swiss franc hit.re-’

,cord lows,as well as near-record lows
against the Japanese yen. It was

. as the Italian hmla
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Ihe terminology used would lead one

to suppose that.a war was in effect,

' and for some reason the United States

dollar was being attacked.. But act-

ually such is far from being the case.

The reason the dollar price in. terms
of forelgn currencies
. because of: the tremendous increase in
‘the number of dollars Wthh have, 1n
efféct, been ‘printed. Mj, which"
‘economic jargons,, con51sts of ‘bank de-
posits and currency in the hands of
the publlc exploded in April, Jumping
~“to a 21% ‘'seasonally adjusted - annual
rate. My, which consists of bank de=-
y p051ts, currency in the hands of the

ev=-
‘en weak against: 'such weak currericies.
and the ‘French

has fallen is

» publlc, plus time deposits in conmer -,
., cial banks rose at a 14% rate.

- Fo* the' flrst half. of the year Ml
‘f,reglspered a 6% seasonally
annual .rate’

creased at a 9.9% rate. Of

more .important.  ‘At’ thls writing Ml ]
is in the neighborhood of $322 b11110n
‘while: M2 is over 9765 billion..

~ 'Such figures areiso enormous as to -
be meaningless. Theé average American
doesn/'t ‘even know what the so-called
money supply:is nor what amounts are,.
and probably could not care less. But
he is concerned over the drop in the®
purcha51ng ‘power of the -:dollar.

the amount‘of morney. issued with the
drop in what his dollar will buy.

adjusted
-of gvowth while My in=:
the two "
di:cators ok how much so-called mon—j
v is in’ eyxstance M2 is probably the

It
is. doubtful, however, if he connects |

S at a 21% increase.

rate,

- ficit,
,imports and exports.

. He does have, however, some. vague |
comprehension that in Latin American |
countries they print so much money |
that' t buys less and less. Sihce’g
these counurles ‘tend to increase thelri
currenc1es at a 20 to 30% cllp, it may

cause him to- thlnk twice when he learns
that in Aprll the money supply jumped

True this was just -
for one month, but it signifies that .
the government is pursuing a dangerous

- program. = . \
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One, of the most sensitive measures
which indicates whether a currency is
weak or strong is its foreign exchange:
" which is why the sophlstlcated
watch it- quite closely. It' has
been argued that the drop 'in ‘the ex-
change rate was due to the trade de-
that 1is the deficit between

L
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“ed..

~ something about it.

. We have 1mporued so much more.than we

exported, largely petroleum products,
that it is expected the rate -deficit
‘will be $27 billion by the end of the
year, which is astounding, The over=-
all balance will probably be a deficit
of $14 billion as some of the money re=-
turns to America in the form of invest-
ments hereiin business ‘and securities.

Thls deficit merely ‘reflects the 1n-q
.crease in' the money supply in America), -
but unfortunately that is not. recogniz-
Politicians, in parc1cular,>1gnore'
the true reason for the drop in the ei=
change rate and the trade deficit part-
ly because they do not know the real-
reason but also partly because if they
acknowledged it, they would have to do
And one thing ‘they
do not wish to do is to stop the grow-
tht of ' the money. supply.

The ,reason for this is that it is
supposed to'keep interest rates down,

which should encourage business to bor-

.row to construct plants and equlpmentsv
which should increase employment.  Also
consumers are encouraged to borrow for
purchase of homes and goods,all of which..
is supposed to’ reduce unemployment.



The monetary authorltles are well aw-_
are of the danger of constantly 1ncreas-g

' ing the .rate of 'growth of money. For
years 1t was about 2%, well below that
which“is supposed to6 be indicative of
_how a’ sound .currency should behave. Now
the p011t1c1ans consider - a 6 oxr 7%.:

. rate of increase low,: and are constant~;q

ly fighting with the Federal Res serve
'oysiem‘to increase theé rate. . ,

A1l signS» point to increasing “ the
rate of growth of-money. The - people
do not understand ‘the importance of-
keeplng the. rate down, so the politici-
ans cerfalnly are not going to do any-
thlng about it. They'll merely ..say
‘the dollar is under attack, . implying
that foreigners for some reason are
attacking our . ‘money,' probably  be~

cause we are sO much. ‘better off than

Lhey are. .

If Ml grows at about a 7% rate, it
means in about ten years, the money
supply w1ll have' doubled. Priges will
have 1ncreased, some doubled, some
more, some less. Pensioners ‘will be
in a greater bind than they are now
for their 1neome¢ will ‘hardly double.
Grave unrest may erupt. The problem
is & serious one and nothing constiruc-
tive-is being dohe about it. 50, each
individual will have to look - out for
himself, and take whatever measures he
can to counteract the  tremendous drop
in ‘the purcha51ng power of his dollar.
The! young can manage, but the elderly

will probably be all but inundated in

the ocean of paper money, .
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