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This week's meetings of the World Bank and International Monetary Fund come at a time whenthe U.S. economy is at a low ebb.

The dollar is at all-time lows against the yen. Interest rates, too. are at postwar lows. And leaders of other industrial countries are privately questioning Washington's ability to create jobs and rein in its deficit.There's also some doubt about the Clinton administration's intentions with respect to keeping inflation in check. Federal Reserve Board Chairman Alan Greenspan's term ends in August 1995. His replacement, to be appointed by President Clinton, is not expected to match Mr. Greenspan's moderately strong stance on price stability.

Until the Clinton administration dispels those doubts, Germany is likely to keep a strong grip on the mantle of price stability - an honor it now shares with Japan.

The ascending status of Japan in the world's currency hierarchy was evident in an opening reception, held at the Federal Reserve, before the IMF-World Bank meetings got under way. Outgoing Bundesbank President Helmut Schlesinger, the guest of honor, referred approvingly to the strength of the Japanese currency, now at near-historic levels of 65 yen to the German mark.

Former Fed Chairman Paul Volcker, who arrived late for Mr. Schlesinger's presentation (he can't sneak into rooms very easily), remembers a time when the dollar was the top world currency. Unfortunately, he and other Group of 7 leaders who managed the volatile decades of boom and crisis in the 1970s and 1980s now are entering an era in which the dollar is no longer at the top of the heap.

Mr. Schlesinger, the staunch defender of price stability, was lionized by his younger peer, Mr. Greenspan, who thanked him for setting such a strong example in the face of political demands by other European nations to lower interest rates. Calling Mr. Schlesinger a "central banker's central banker," Mr. Greenspan implicitly endorsed the tight-money, anti-inflation policies that have guided Germany - at the cost of gutting the European Monetary System.

The spectacle of Mr. Greenspan applauding Mr. Schlesinger's tight-money policies while the U.S. central bank prints money at near-Argentine rates provided a surreal note to the evening. Despite his rhetorical devotion to price stability, Mr. Greenspan has overseen a very large increase in the U.S. money supply during the past decade.

U.S. interest rates, in fact, are currently negative in real terms. On an after-tax basis, buying Treasury paper amounts to paying the government for the right to lend it money.

For these and other reasons, German central bankers are privately critical of U.S. monetary and fiscal policy. Behind the diplomatic niceties there is a debate about how best to manage U.S. fiscal and monetary policies to meet the concerns of Europe and Japan.

German officials reportedly will press the United States to hold the line on interest rates and to press for deficit reduction, even though political realities dictate that further deficit reduction must wait until after next year's election.

The Federal Open Market Committee apparently moved its policy orientation away from a bias toward higher rates and back to a neutral stance, favoring

neither ease nor tightening. But it remains an open question whether the United States can hold its delicate economic and financial situation together without a new rate cut by the Fed.

Assuming the Fed leaves interest rates at current levels, sources in the market say the dollar probably will give ground against the yen and the German mark for the rest of this year. Except when troubles in Russia or elsewhere cause investors to seek shelter in greenbacks, the orientation of world currency markets still seems to be to short dollars and long the reflating yen and European currencies.

Although U.S. interest rates are at historic lows, there is little indication of economic revival. While the American economy remains stagnant, however, falling interest rates in Germany and Japan may signal renewed expansion in these increasingly important economies.

One reason for continued U.S. stagnation is the federal deficit. For the moment, the news on deficit reduction appears good: Estimates are running below earlier forecasts by as much as $20 billion. But with the prospect of a nationalized health-care program and rising expenditures on social programs, the deficit estimates could well rise again.

European leaders, therefore, are right to ask President Clinton for more and better fiscal initiatives. But political realities dictate against such prudent counsel: Especially if the U.S. economy remains flat, Mr. Clinton may revive his proposal for a middle class tax cut in time for the difficult 1994 mid-term elections. Such a tax cut, along with a weak economy, could add to the deficit and to the $4 trillion national debt.

Under the circumstances, it's small wonder the dollar is forced to make room for other world-class currencies. The United States has yet to prove to its peers that it has the will and the ability to lead the way toward global recovery.
