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pj terest rate went
10% and now bounced back to 11. | ,

Stars can be seen beyond '
cloudy fiscal picture

By Corinne Abatt =
staff writer

On cloudy nights, you know the stars are there,
but you can’t see them.

Dr. Robert Goodman, chief economist with with
the J. W. Sellgman‘and Company, was In the metro-
politan area this month attempting to sweep away
some of the clouds of g about the

want to increase (government) spending. If the con-
sumer won't do it and if
government must get into the system directly and
do it for them.”

Several things happened in the last decade which
Ilustrate this theory In action, Including a tax cut
to people who could be counted on to #pend it, and
creation of a recession when the economy

the

'
he

businesses won't do |t, the

economy. B

And, accordlng to Goodman, there are a lot of
bright stars In the future — for those willing to
take the long view,

In his talks In Plymout, Southtield, Detroit and
Bloomficld Hills, all part of series of semlinars
sponsored by the stock brokerage firm of Manley
Bennett McDonald and Co., Goodman gave hls lis-
teners a brief, intensi

course porary
§ cconomics before he Jaunched into his optimistic

predictions,

Two types of policies affect tho country’s ecano-
m{l ~ the menetary policy and the federa) fiscal
polley.

The monctary policy is controlled by Federal Re-
serve Board actlon and the fiscal policy by the Con

gress.
In the past, he sald the Federal Reserve Board
always fixed the interest rate which it had pre-

| determined as appropriate for the economy ahd let

the money supply go wherever it had to to malntain

i these pre-determined levels,

“Four years ago,” he said, “they were holding in-

B torest raies too low and the dollar was collapsing.*

THE FED (Federal Reserve Board) realized, he
sald, “that only the marketplace can allocate inter-
est rates in the long run, What we're going todo Is
manage the money rate In the long run (five, 10, 15
years). What they mean is a flexible approach capa-
We know what happened. The In-
Irom a high of 21% to a low of

“What did we get? A very volatile credit
market. ., And it's golng to continue to be the
policy of the Federal Reserve Board to allow the
marketpluce to regulate the interest rates, For the
last four years, the Federal Reserve Board has not
controlled monetary policy — the market has.”

He concluded this explanation by saying, “For
the Investor, you couldn't ask for a better monetary

licy.”

policy.
He told hls audiences that if Investors really

3y want to know what the future holds as far as flscal

policy is concerncd, they should turn to the 1981 tax
ot

“As a consequence of the 1931 tax act, we know
what the polley is likely to be Mke in this decade
» and beyond.”

The investor has to be careful to separate per-
ception and fact, he sald, because what politiclans
say and what they do are not necessarily the same,

He sald Congress is handling the Social Security
8ystems's flnancial problems by continulng to push
Lh% fxc- at which peaple qualify for pay&ncnu back
uni 1

y it wi ip W
tables “so they dle off before they get returns,*

* HE SAID as far as the budget deficit is con-
cemed, “They all know In Washington how they are
golng to deal with it.* X

He suggested that at the right political moment,
Presldent Ronald Reagen Is golng to nddress his
constituency and make an announcement that
veads something like, “We are going through a diffi-
cult four-year transltion. We have won an incredl-
ble battle,”

Belore the speech Is completed he will announce
he Is reducing milltary spending by two percent,

Then shortly after, Goodman said Tip O'Nell,
speaker of the House, will speak up and say that it
is only falr that we look at the entitlement slde of
the budget.

“In the next several weeks and months, the
Amerlean peaple will get a careful look at what the
budget fs all about. The deficit Isn't the problem. It
never was, *

In explainlng monetary pollcy In the Unlted
States, he went back to 1936 and British economist
John Maynard Keynes. Hls policy prescription In-
cluded active economic planning and interventlon
by government to control supply and demand in
times of distress,

"If you are In a depresslon or a recession basical-
ly when demand ls below supply — that'a all
ecomonics is — demand and supply — that's what
our ecomonle news is all about, demand and sup-

ply.”
“When demand is below supply, Keynes sald you
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But,
what you've done — if you're a smart politician,

SUPPLY SIDE policles assoclated with the
Reagan administration 80 back further than the
past four years,
which we are seelng now are more long range than
seem apparent to the average n.

“You had the first
when the capltal gains tax was reduced from a
maximum of 49 .. Do
cut taxes in your supply side philosophy? You
you do, but how do you do it?”

To achieve the
said, the rate of savings flow must increase, Conse.
quently, the bulk of the tax cut must bo directed to
the “saver,” “those people who, on average, save a
larger portion of their income
dle and upper end of the income bracket.”

Using the term "dlsinflntion” to describe a gradu-
al slowing of the rate of inflation, he sald, “We have
broken the back of that accelerating rate of Infla-

added, don't tell people

sald, and the policies

. 4
supply aide tax cut in 1978 478,
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Twice every year we reduce our

already low prices to make room for

our new market purchases.
This year we have taken extra
deep discounts on:
Sofas
Dining Rooms
" Recliners
Sleepers

from store & used in our model homos throughout tho area.
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