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“Well, I've been around a long time watching markets behave and I will tell you

that if we do 50 basis points today, we have a very high possibility of cracking these

markets. I think that would be a very unwise procedure. It is far easier for us to start

a process with a smaller move. And, as Dick Syron says, there’s a very large

announcement effect. Having stuck with unchanged policy for so long, it is going to

be far easier for us to get on an accelerated path if we need to at a later time. To go
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more than 25 at this point I think would be a bad mistake. It could generate surprising

counter-productive responses in this market. Strangely, it is far easier to do 50 basis

5
points in the second move.” (Greenspan, p. 53)

“This is a very big move, not because of the magnitude but because of the

announcement effect, as Dick Syron points out. I would feel very uncomfortable if we

tried to do more at this stage. I think it’s the wrong pattern and I must say it would
make me really uncomfortable.” (p. 53)

“Look, the stock market is at an elevated level at this stage by any measure we

know of. We could set off a sequence of events here that I think could make the pol-

icy path that we have been developing here a difficult one.” (p. 53)

WDERIZ S 25 6T, FOMC X »23—=D0.50%5] % _LIFLHFEE »5%: %, Greenspan b

£

SUZFEREZRDELTW S, ‘

Greenspan (3, ZDYURFOBRHINZEREIRL LWL Ln ) FRLRLTWS,
“You know, I rarely feel strongly about an issue, and I very rarely sort of press this

committee. But, let me tell you something about what’s gnawing me here. I am very

sympathetic with the view that we have got to move and that we are going to have

an extended period of moves, assuming the changes that are going on now continue in

the direction of strength. It is very unlikely that the recent rate of economic growth

will not simmer down.” (p. 55)

RBEERIR L VCHERE LT, RIS AHEOFEEIEML T3 2 EERED
RS 6, 202 BESWR L TRERIZE TS 57559, LlBNTw5, ZORELY
ELFNIE, KEZR EIF22C8EI LW Lizh b,

b

W, ERTSHOF LTI L0.25% W ABTHHELT (RY vy 722/ 32}
FERE), MG 2B D NERW T L VL, FEL TS, PULEMBEER &~ X ~FE

T (BFD) 1.50%BREDH EIFARELE LTY, B3N ATHD TRIZE D KiE

%

Fl T2, +aicB BEmMREZ L D, SBT3,
“I would be very concerned if this committee went 50 basis points now because

I don't think the markets expect it. You want to hit a market when it needs to be hit;

there are no significant evidences at this stage of imbalances that require the type of
action that a number of us have discussed. Were we to go 50 basis points with the
announcement effect and the shock effect, I am telling you that these markets will not
hold still. « - (H1#%) « - I am telling you—and I've seen these markets—this is not the

time to do this. I think there will be a time; and if the staff’s forecast is right, we can
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get to 150 basis points pretty easily. We can do it with a couple of 1/2 point jumps

later when the markets are in the position to know what we are doing and there is
continuity. I really request that we not do this. I do request that we be willing to
move again fairly soon, and maybe in larger increments; that depends on how things

are evolving. * + (1#&) « « If somebody asked me if I think there is an economic case

for 50 basis points, my answer is “most certainly there is a case.” Do I think there is a

case in the full context of where the financial markets are at this stage and what the

expectations in the markets are at this stage? I would say emphatically “no.” It’s far

too risky. We don’t need to take those risks. If I could see a very significant benefit

from doing 50 basis points, I would say let’s do it; I just don’t see it.” (p. 55-56)
ERBE TR RS L0.50% 05 X EIFHRYEN, ST ZOMOER L FZEICANT
BATNSHEEBTTUE, 0.50%13EE LAy, FRLTWEDTH S,

S0, SRESEDFRMOKERID 6, £B—HAE L e v, Greenspan DEFHIT
LT, SEIERELRL TS, EFEAMOBREETREMIC O W TIE, BUDLER
LD TEBTHERETREZ0 S [FFE] iTikd 55, KOEFAES E TOMBIEY (7
B & 20.50%81 & FIF~0ZRHOMI~LEE LT, 3 ADEFARAE TOPRMHEER
CEFEI 77 VAR L 0 RIGESERAI N

%72, FOMC DI, 5l &b NEHR L2 L5537 F 7 v X &7z, Greenspan 7%, &
WO EREH D 5 DR DT, WK L THELY 7N 2R I EPBERTH L L,
72, (FOMC Tl3Ze <) HERT, », ABOEFE Liwn, v RE2MHITT,
FOMC 7» 5 &I L7,

@ 2H28H &\EIr77rVvR O BERITEILL

MAD ARSI T 2, 2%y 723/ 32 FOHENH,, Greenspan i3, 2 HDF
FIBKELSDRE L 72, BRRTEZT TR ERTHO TV 5Lz L, FHELT
Wb,

“Let me say that looking back at our action, it strikes me that we had a far greater

impact than we anticipated. I think we partially broke the back of an emerging specu-

lation in equities; it’s still too soon to know whether or not that’s true, but the evi-
dence to date clearly suggests that that is at least a good possibility. In retrospect, we

may well have done the same thing inadvertently in the bond market because what

we were getting earlier were tremendously rapid declines in long-term rates. As we
look back on this, I suspect that there was a significant overshoot in the markets. We

pricked that bubble as well, I think. We also have created a degree of uncertainty; if
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we were looking at the emergence of speculative forces, which clearly were evident in

very early stages, then I think we had a desirable effect.” (p. 3) '

BHRMAED THICBIL T, EREEORENRFOTEE LM TWwbDT, WRDE
HEMERPRAENDE L) I o7 ZNLEAINTEMER IR ESENLLHEET
3wk, RELTWA,

“In that sense, even with the 25 basis points, in this context of rising expectations
of higher long-term real rates, we probably have imparted or have been associated
with a larger degree of restraint than we had anticipated was likely to occur in the
first quarter.” (p. 4)

BRI, S 5 0BERENR L L TE—R ORI EIF BB H, vy 2iER2Z TR
THITIZL I D LETEEZTELEPELT W E LT, ZOBETOSFMR2HE
ELTERLTWS,

“Coming off this type of operation, my own view with respect to policy is that we’re
going to have to move again, obviously. I don’t know when that will be, but I think it

would be wise for us at this particular point to allow markets, which clearly have

been shocked, to settle down before we move again. I would hope that we could

review the outlook much more extensively at our next meeting in a few weeks.” (p. 4)
CORRTOF LT 2T ITHIERL Ho72h, KBIFREREZITFTAN,

@ 3H22H EBIEA  Rff 0.25%51 & LiF+REHA 3 %Il E X+ 0 Fitk

BANS, A¥ L2 BEAENIRE LTOBBER Yy 7HELKICOWT, HEx & iEsrkk
Wiee ENTDTFT T FTF—7NDHETIE, KEDIZZEEIFRTH 22 L%, |ES
N7z T NDREELIFR > T2 NE & NY 3, i < iCRQAEEDRER & 20 D), B,
AN T AN=TDETHERE LT—E—BOREDH AT WD,

DU % %I T Greenspan NDEESERIT, RIf & [0.25%5] & FiF+IExt#iE BlEE
D) 73572, i, BEEZIRY KR TRMNZ [BEMBE»SHKERS] LT, &b
HTRWHEGRZER L2, (p.39)

“We have had extraordinary financial turmoil, and it’s worthwhile to go back in

time and see where it came from and where it’s likely to go. My impression is that we

are looking at the aftermath of the 1987 stock market crash.”

1994 BRFFICB VT, KRR E L TTHEDKRRNS Y 7 v L 2 DREIEDVRE VLW I DTH
b0 %8B, STHOMATH I 792 Z2DbDIKD20nTIE, ©LA [wWn] 75y v akis
X LT3, \

“(87 stock market crash) is the first and perhaps the only major stock market crash
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in history that actually was beneficial to the economy. In other words, it appeared to

me in retrospect that the crhsh stripped out a high degree of overheating and sort of

got right to the edge of where the overheating got into the muscle of the economy and

stopped.”

Greenspan #* [874E7 5 v ¥ 2 DBMIE] L EZTwENDIE, 75 v adfk, VA7 -
TV ITLDETHRNTERETH B, 6 » Hbon CP & TB, BAA #ff L EHR, &
DEOFIFHRIEE (L ITL) I, EALTWS,

“We came out of it with a very shaken environment but one which recovered rela-

tively quickly. As a consequence of that, from the 1987 stock market crash on, all the

key risk spreads started to narrow. * - ({1#%) - - But there has been a general decline

in those risk premiums, which has led increasingly to the view implicit in the market

that there is a risk-free environment and one that incorporates, as we have noted pre-

viously, extraordinary rates of return on stocks and bonds.”
CORBEY LT, BRX - BAHETEHEVIRERIERE L, HREIBRELL, #RL
Twh,

“Those returns not only have been significantly higher than average but remark-

ably stable. There has been very little volatility in the stock market until recently.

And as a consequence of that, we saw the emergence of a huge mutual funds industry,

which was able to promise above average yields and stable yields. I don’t know the

size of the industry now—$2 trillion or something like that—but it has become the

major player in the marketplace.” (p. 40)

BlEEENT, [HEE2EINEE% abnormal high return 255§t L W2 £ 72113, H->Tw
5. LT, EEOFIE LT, WERMBED AT 2 —F 27 0 =R DK & Z DR
B, Bl Tnwd, 7o0—3{, Merzic<sLiadrybd, B8R Th-72, ~7ZBEL
721H381E, 7 v —* % low risk-high return D&RETH 5 L R4 LT, =N 7 Dxt FAAEY;
BHOAE~y VLT, KERDBED L INT, sony « RTPRESNERZ, £16
DEUBIIRELBRREK I L EL -T2,

2 oM EiFRigomgkitg, €Y 227 - 7FvITARBE L [BERRECH-T,
it FRIEN DD EFTwe] OT, ERDRT 2 —F BNy — R Twiz itk
RTWwb, &8512, WROLZFBESVPREL Tl LR Twar-722 LT,

“While we all recognized at the time that the stock market was a little dicey and

we were worried about the mutual funds, I don’t think we were aware of the apparent

underlying speculative elements involved in the markets on a worldwide basis that I
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think our February move unearthed.” (p. 41)
2 AR EWFE, WEOH 2R E 43 “wakeup call” TH T, BLNEIPNELZLINE
S72DIZE, BRTnE, 72720, ZOHDEFIZL2rbLT, VAT « 7L 3T AIK
RELTEAECHZ L LT, WDKK 7+ VT OFEIIETHTHL W, H2
ERL TS,

ZLT, 2HOREFIZE ST, RATHED TN 2D B0 N5, BRRAHH &
D SEHETHGDONTNBRIKRE P2 b %2, HUERBLTW 3,

“When we moved on February 4th. I think our expectation was that we would prick

the bubble in the equity markets. « * (HB%) + - So what has occurred is that while this

capital gains bubble in all financial assets had to come down, instead of the decline

being concentrated in the stock area, it shifted over into the bond area.” (p. 41)
BB OET A0 AN S KEATEDE, TRADOSIEEEWED I T - TER LA & R
L oTHY, AT, GAENHTIREICERPSRMEF ER2KE L L0k L THERBME
e THEIER, CHRLTWE, 4B, fiGIERL->TY, 2L LTONTVHEDH
BRBRILE) X DTHA ) L, BENOBELEDLLLWERNTWE,

“But the effects are the same. These are major capital losses, which have required

very dramatic changes in actions and activities on the part of individuals and institu-

tions.” (p. 41)
D& TEBTSAOR LI OMEL BT LK, ERRFILIEINLEZYCBHELD
T, AEMEHIERMTHNATH S L, WANSHIISRF R0 SRAEIC & > TR
KT A2 EAMTh o2k, BHELTWS,

COBDFmII, EEEFICHL, ) ORAREIC L 20 b LT A 7L EREL
RoNT DT, BobDOERIIFRERIRICE > TWB EIERHL T3, 22T, &Rk
BTEBNRTRS=2—bINLGVNMNRLIWE, T 50TH 5,

“We have an economy which doesn’t look like anything that we have experienced

in the last 30 years. In the last 30 years, when we saw a tightening of slack in the

system, we also saw a pickup in credit demands and we had inflation. « « (F1l%) - - I
raise this issue because we are pretty far along in this business cycle. So why is infla-
tion not showing its head a little more?” (p. 43)

BESFIC R AUE, 192042 D 19504 RUcd, ML LI AT LAELTWE Z L 2IEMHL,

“I would submit that looking at the simple short-run Phillips curve, which is what

we are doing, without a credit variable in it, may be mis-specifying the process in

question.” (p. 43)
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&, 74y 7R L TEEMZ 2121 T, BHERDBAL W) TA T4 T 2ER
LTw3,
ZLT,

“I must say that I find this whole process very puzzling, because it does not seem

likely to me that it can continue in this way.”
k, BROA G =X LDPBETETWLNWI LE2RDOTNWSE, 72,

“I'm sort of waiting for the credit numbers to really begin to move, for the patterns

to begin to look like those I have found so familiar, being a business forecaster for a
number of decades.”
&, LB TH B EANDIFEERLODD, 9 Tl3% < T, EMERDER X7
ZXLCHEATEIHERZHLIOPL LG W ERRT WS, £ 2T, &FIKHER PILRZK
BEPBEARLTBERWE, NBZDTH S,
“Where this leaves me, putting the inflation issue aside for the moment, is that

I think we have to restore policy to neutrality as fast as we can. What I really have in

mind here is to eliminate the excess degree of accommodation, which I assume is basi-

cally feasible.”
UE»Ss, 22— IINGERKECRIRLZ L L, REELGMTE~DOPERLD,
NG URBELRITELTVE, FEDEDTH b,
“If we were dealing strictly with the economic outlook as it stands now, there is no
doubt in my mind that this economy could absorb a very large increase in interest

rates without a problem. The difficulty I have is that I don’t think the financial sys-

tem can take a very large increase without a break in its tensile strength-which we

' strained significantly the last time but did not break. It’s a risk, frankly, that I think

we should be quite concerned about.

So, we have the issue of, one, moving as fast as we can and two, doing it in a

manner that doesn’t break the markets.” (p. 43)
512, I)—D2DKRA Y MCHBEPLETHLE LT, [N7AD8L] Tlreki
DT, THMHHELRLIEDL L) LEFREICL > T ED, BEEZLBERTWS,

“So the question is, having very consciously and purposely tried to break the bubble

and upset the markets in order to sort of break the cocoon of capital gains

speculation, we are now in a position—having done that and in a sense succeeded

perhaps more than we had intended—to try to restore some degree of confidence in

the System. And that means we have to find a way, if at all possible, to move toward
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a policy stance from which we will not be perceived as about to move again in any

short period of time.” (p. 44)

INTH IS, BCROEKHNAIZA S, 0.25%20.50% 051 & LiF»IcfiEzK 5D T
H5,

“That essentially leaves us, as far as I can see, with two options: moving the funds
rate up 25 basis points or 50 basis points. I don’t think we have an option, incidentally,
of doing nothing.” (p. 44)

ZLT, 0.50%8% EIFCOpAEEIZIIE» W2k, 0.25%5]1 & EiFe s 2 Hich &6
WTHDT Y = HRBBINR T FRMREME IS E 52 & %, BT, BEEZEELT
L5DTH5,

“I think there is a certain advantage in doing 25 basis points because the markets,
having seen two moves in a row of 25 basis points at a meeting, will tend almost sure-
ly to expect that the next move will be at the next meeting—or at least I think the
probability of that occurring is probably higher than 50/50. If that is the case and the

markets perceive that—and they perceive we are going to 4 percent by midyear, mov-

ing only at meetings—then we have effectively removed the Damocles Sword because

our action becomes predictable with respect to timing as well as with respect to

dimension.” (p. 44)
&5, PN ZL T 7L LT, BEDHIIKENORGED—HE, £0EL7FNT
515 I2RRKEL0.50%FELITFLET LR REL T 5,
“My own impression, if we decide to move in that direction, is that the last move

we might want to make—say, for example, the funds rate was at 3-3/4 percent and

we decided 4-1/4 percent might be neutrality —is that perhaps we should add 50 basis

points at that point. That would ring the gong as the end and we could in effect

withdraw from the race, provided that during this period rising inflationary pressures

did not actually start to become real as distinct from prospective.” (p. 44)
B AR, [RIf 00.25%51 & EIF+3ExdfriE (5lkED) ] TH 5,

“My own inclination at this stage—I may sound a lot surer about what I think
ought to be done than I am because we know the markets are very tricky—is to do 25

basis points today, but go asymmetric because the chances of our lowering rates in

the inter-meeting period ought to be zero.” (p. 44)
T, ABIIIERHEEER LT, M EFLLZITRIER 5 WilgEiR Iz En725 5 L&t
fliLTwa, #LT, 2ABIIEZ IR LT LTw-T, FRICIFAZEOHFNIKEECEZET
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EL V) RBLERLTWS,

“There is the possibility that the numbers may turn out to be a lot stronger than we
are projecting. * - (f1#%) « «+ My own guess is we are not going to see the economy heat
up until the funds rate gets to 4 percent, meaning that I think we have enough time to
move meeting by meeting, which gets us to a 4 percent federal funds rate at midyear.
Then I think we will be in a far better position.” (p. 44~45)

Greenspan NEX LWEERRZFAHALE LOTELY, SMTHEOLLEMICH T 51H
BLEEL, BREEOIFIZTLIEY - FIREATWR LAY, HRNTH S, Dtk
DFFRTIE, FLITIE (0.25%%/0.50%) &, 2AMOBORERE A EEME CFRMEA xR 1E)
H, HE Lo, HEICB LTI, Greenspan bZWHLT, bLIFR - A > 7votkRl
va v 20RAETIIE, TIERE] W AEIF BTk %<, BFar77L v R
PRBLTIRETIHPFL VDL LW ElRNT, JFEER [RIf 0. 25%F LT+ X 551E]
&R L’Clﬂ b, HEHERIL, BOGIREORL LR 2 B ERBRE L - T, BERE
AR éﬂfco

CDBERREREDT,, BRT 7 o AL TGERm I, HFEICHL5BEFHTH
D, MEPREFINTELL, 2O TS 7H7 v 2T, HEXRRLLE, &HT
NNEELEE-> TR LRI REINT, FRcrIohiz, BEOAMBT 7 X
TEHL0)0N, MNEEBAETH-72, HEERLHY, LVEWFRAKD Yy r—
EHITHBMPREESET L) ik b, AN, BERETBERAEEET STV A $52
LTk o7,

@ 4HI8H WEEar 77V X Rff 0.25%51 & LT+ 2EHH 3 BB EE +xf

Frtt:

BHEIL 77V RTH D, & - BWA <0G 6 ENEFROW®RE, RBNBKD
WEFRME, BEOEFERLFRILRT v 7THPEENTWE, X8 v 7k 3ENEFR RSB
LTI, BREVIERICEEL TV EPHEINT VD, XOBRFELHMLIRAY 711
ZT7HOMEICE b LT, FE1MEMII4BRELLDE, GHORBLIBERLNT
Wb, L2L, EBE LT, BEEIGEDEKEL E3—RNEATE Y, JABEDRE
PTRLTWS, 7272, B CIimiTELHEL) 25 WHTHEL, »32—4754%
BMLTWa I EPEHINTwS

“traditional measures of money and credit have shown some strength over the last

month or two. Bank credit picked up in March to a 10-1/2 percent annual rate and
the first week of April, —H1#% —, showed another sizable jump. I think the notable

aspect of the bank credit picture is strength for three months running in business
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loans. This is the first quarter we've had a plus in business loans in several years.”
(Mr. Kohn, p. 4)

“The broad monetary aggregates have picked up considerably in the last few

months, both relative to previously and relative to Bluebook expectations. — H1#&—.

we’re projecting a March/April M2 of 5-1/2 percent; that’s' up from less than 1
percent in January and February.” (Mr. Kohn, p. 4)
COXHIHAEAEREEMOMAICB N TEFL > TELI L 2RITT, Greens-
pan @& 3EHD RIf 5% EiF (0.25%) 2ELTw5, 13T 1 » HtAORE 5 H17H
DEHF FOMC TG WEBE LT, £EHEIEMLTETWE I L L, FMTHICE
15 [370] #EEL FlEFoRetrbsd) L2, BFTwb,
“I think the consensus of this Committee is that we eventually would like to move
in excess of 4 percent on the federal funds rate. As you may recall in the last meeting,

we had hoped to wait until the May 17 FOMC meeting for the next move. But there

are certain events that have evolved since the March 22 meeting, which probably

make it desirable to move before the next meeting.

First, with regard to the comments that Mike Prell made, I think that the issue of

inventories is a very crucial question here.— HiB% —.

Secondly, the sharp declines in both stock and bond prices since our last meeting, I

think, have defused a significant part of the bubble, which had been previously built

up. We let a lot of air out of the tire, so to speak, and the dangers of breaking the

surface tension of the markets clearly are less than they were at the time of the last

meeting.” (Greenspan, p. 6)

[PXTNICBELTHL, RN SESERINTWAZ L, [FERSI T IcERA Tz 2 L
DEZEMEFFEHIN TV R L EH, BIREN, 3512, ZOELDKEDBRIIBENT, “a
marked move in holdings of longer-term securities from weak to stronger hands” »¥4E
TWwaELT, R=F7x )V AOFLELEL THREEEIZNT 5 EOEEMD, MRS
nTwa,

BEBAE RIf ORIF0.5%51 & LIFRICH LT, SABHTIT2R6 EELWRRK
2, ERTROBEIMEIR L LTARERZR LT 2RI LT, BmE & OHilr
ERL TV,

“I would note that, first of all, we moved the federal funds rate to a level right on

top of the discount rate, and I think it’s desirable to open up a gap. I think that we'’re

going to have to move the discount rate, and my guess is either at or before the next
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meeting, in conjunction with our next move. 'm inclined at this stage to be a little

cautious on the grounds that, while we have defused a goodly part of the bubble, we

have an awful lot left in there. I would agree with Ed Boehne that as far as the econ-

omy is concerned, a 1/4 point move in the funds rate will still leave us behind the
curve. —H1B% —. At this point, were we to raise the discount rate, especially since the
market does not expect us to move today, we would create more of a jolt than I think
we would wish to create. A few more weeks of waiting, and moving the discount rate
in conjunction with our next move, strikes me as a much more sensible and less risky
approach to get to where we want to be.” (Greenspan, p. 9)

I BB E EFERRBIFLAA vox—3, CHRULEORREBR L0 - 720T, BRI ZH

¥ LT, RIf m0.25%5] & BT RE S L7,

III 5| &#HNE2/E— L Dk, 72 ERRIZ—

4 BETHOMEL RIf0.25%51 & EiFy ) — X s, BRESAS L RIf & 2EEIC, 0,
FOKRELME (0.50%) THlEEIT2MMIcizd Lz, 105 & RIFTiRERFRE CEF)
AAMD TIEXFE Gl ] 2&) Lvity b2, 2RV EINLI LIk 5,

ARE T, ZOWRMRBOIELILEMEL LS, 3512, 2MOF] EIFoME LML &
Jo »

@ 5A17TH [AEHA L R 0.5%5] & LIF+afiE+TF 7 22 b

Z? FOMC % Tz, £ TOMXEFY, BEHEDG & EIFRZ L EHE L Tz, 114713
0.5%, 14T131.0% D5 % FiFTH -7, Greenspan (2, FHBANDREEL LT, [RESS
& Rff 0.5%51 & LiF+x#iE] 2, BEARLTWw 3,

“The sentiment of the Board of Governors, as you probably know, is to move the

discount rate, as nearly all the Reserve Banks have requested, by 50 basis points

today. And the implicit view of the Governors is to request of the Committee that we

allow all of the increase to pass through. There is a balance of concerns as to how we

should state that, but if we are going to act, I do think we should indicate that we are

taking out a substantial part of the degree of accommodation that existed through the

1993 period. But I'd leave open the issue of any further moves; while we may pause
for markets to interpret that, we ought to make adequate leeway to move should
events require that we do so. My own impression is that we probably will not have to
move before the next meeting if we do 50 basis points now.” (p. 33)

CORERRICT ERNWT, O LT THEET aRERMEE Larsd, X9y 7
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T4 (Greenbook) BV I 7 VRBEHIHE 2 WEEELADTWE, D5 & EIFT Rif
(34.25% £ % 1), LIFio> FOMC THALI EBE I NREITIZIZRIET 226 THS 9,
“I find it unlikely that we are near the end of this pattern, but I do think we are

now becoming more data dependent. There really are two credible economic scenar-
ios that we have to keep in mind. One is something quite similar to the Greenbook
forecast and, if that scenario evolves, the inflationary pressures on the system will
cane down. If it doesn’t evolve, if we still have momentum in the system, I think the
pressures are going to pick up on us to movenot immediately, but sooner rather
than later.” (p. 33)
%8B, RDOBSREMTHOMATSH ), [TV BHEZTWL) BREPS2DT

3w, ZORHREEIEKIRE LTEVWREICIH DL L, BRLTW 5,

“The crucial issue as far as I'm concerned, however, even though it’s not a critical

matter in the forecast, is to watch what’s happening to the financial system—what’s

happening to bank loans, to credit extensions, to the degree of financial tinder that is

either not moving or moving. We need to be very careful about this very large risk

premium that exists in the financial markets, which basically says that this bubble is

a bigger one than we had anticipated. We've caused a good part of it to dissipate,

maybe even most of it, but it’s very obvious from the implied volatility numbers we'’re

getting out of the options that these markets are not about to simmer down very

quickly.” (p. 33)

Fethic, HBICH L TEEFAAERGE EITFAHRC Ly MR 52 hwieodicd, 7
R RV NRBEIZE WS T LT, Greenspan 13, REHABEEDT F AR MK
DESUWHENIMZEILE, MEL TV, [ZOF LITFT, 93FE2@E L TRl L Tw
R EREERI O KIS DE ) Bzl E W) NETH 5.

“These actions, combined with the three adjustments initiated earlier this year by

the FOMC, substantially remove the degree of monetary accommodation which pre-

vailed throughout 1993. As always, the Federal Reserve will continue to monitor

developments in the economy and financial markets to judge the appropriate stance

of monetary policy.” (Greenspan, p. 34)
B, FMBORDREIC\N 25 TORMKICEWTIE, ZoF02 AURFITINTWET
T RA L P OREBRICET 2R, WRTH -7

HEk & U TSR /kESMET ¥ 5 (accommodative) T 2 & DFERIFIE L T2
NT, EB—IKT, TOBRTEDPREI NG, 0.50%D5| EWFEE, [T 4%ET LR
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EINDIHIAENRET] LI TFo7 242 MR ZH, SRTSIH 2BEELE
Wil L hFEENT:, BRTHHS I,

@ 7TA5-680 ZEHIEE THRHIEIHRE GIEHD)]

B2DEMIC L BAADER L T2 2 LR INT, HE - FEFEROMUIIET
LTwaH, RERBREIE V. A1 7VIEIELFENRTETH), INETHTEHKD
DRI E > T BHEEHRIIETL T 5, '

C 9 L7k 2321+ ¢, Greenspan ififl, FAMBOTHICH L TidEFl 22850 L
THMEE v Rz, EPNEEE CREMNEENLEN L\ E LT, SR OBRMER 2 IEY
LT3, 8602, 48F2EETL I LIE, ABL—MOBELZERKL Tw5 L BMHS
NBBNTHLH DL, BT, '

“I would be inclined at this stage to stay with “B,” largely because, unless we

tighten by 300 basis points, I think the effect on the exchange rate would not be all

that visible. Doing 25 or 50 basis points, I fear, would be viewed as an endeavor to hit

the exchange rate. Once we have done it, the markets would swallow it and say,

okay, what more do we get? The more tools we use without success, the greater the

danger of getting a destabilized system. I would not have any domestic concerns at

this stage about moving the rate up today because I suspect we will want to move at

a later time. But I am very uncomfortable about the inevitable analogy to the
exchange rate, because the order of magnitude is all wrong if it were against the
exchange rate.” (p. 64)

JREE LTIE, BURHER & FxtfilE (B5lE®) 22RLTWw 4,

“So I would like to stay at “B” unchanged, but I'd like to be asymmetric. « * H 8% «
However, I am not sure what if anything in those data would significantly change our
minds. The only thing it would do is that it would distance us from the issue of the
exchange rate if we were to move, and I think that has very considerable value. I
have a suspicion that if we were to do nothing until the August meeting, we might
possibly want to do 50 basis points in August if the economy starts to pick up. I am

biased toward the up side because of the way I read what is going on, but more

importantly because of the so-called “loss function” that we have discussed on policy.

If we were to move higher in the next few months and we were wrong because our

tightening was more than the economy could take, I think we could adjust and move

back down. There would be costs, but I think they would be containable and rever-

sible. So if we make a mistake by being too tight, I don’t think the cost is all that
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significant. If we fail to act when we should and inflationary pressures take off,

I think the cost of restoring our position would be much higher and conceivably

irreversible.” (p. 64)

IMIEDRB L LTIE, (BB &9 %) 5l EREOIBRIZ S BAL AR L2BA L OM
TOHEDRPREFE L L LaHs, RBLELTIEF ) R2FEWI L, 2ETFTw
5, F72, BHEEHAERFC [WOTLGHEDHE] BHITH-72Z L ERLAW, LN
Twd, FOMC #*RA4 ¥ 7VIITH B2 L %, MHICHRMIT 2w nw)nTh 2,

BRI GIRIC BV T, BIEEF RIFRD 1 B E2BRWT, 288K L7,

® 8HIGHEHIES  AEPHE L RIf 0.5%51 & EIF+xfik

RARESERICIERTH ), WM RTLA ) 72 0=T2HARL LT, =2 —( >
75 FHELBRFATH LI EFMEINTWE, 2512, FITHEE»EBCHNLTWw3
ZEiZy, EEIFrALNLTWS, ERAMICELTY, PRZ2EES LN >TWS, 22, 7
—F BT, AERRICHEE LT, BB TR S ST E L TV 52k
&, BIBDBHEEDHIENZ L ENRBLLNT WS, ZDEA LD, ] Yellen 7388 L
72, .

Greenspan DJREERIL, [0.5%5] & EIF+xFRME] & THERE IR (51 &%ED) ] &
DETOERNERTHTIHE ) 205, BARMICIRELZ XTI LB TWS, 7, #
JESE - FEH - GDP % K DRI 2 BAT 5 &, RN L CHEI L IEMEMEZ REThinE
HrT&2&LT, b9 “?ﬁ@%'JJ:W@LIZ\%‘&%IE%{[: L,

“I think one has to conclude, as far as policy is concerned, that another upward

notch in rates is clearly called for at some point.” (Greenspan, p. 31)

L, FHFRTENLZ TG E LIFEZBIRT 20 TH S LERERKD,
@ 0.25%F4 > FTIFREY & v,
@ 0.5%K A > FT, FRITKELRP L LIt (FEOHER50%5) .
@ mHIICIE, 1%KL > DI E EFFREDP D LA,

LI TWw 5,

0.5%%#THBE LTI, B 1 REMTTED ST NAPTHEB L 20T R EITiEs» %
BR LSl BFTFTWE, BELT, RASFEKTICE - TR ) #iks, L hEao
B, k0 77y Meho7el s, ZRIZE>THEERZIIHBRINTHEI LICD, B
KELTwab,

“(#%) unlike where we were in the early stages of our tightening moves, where

remember I was terribly concerned-maybe overly concerned but I doubt it—that if we

did more than 25 basis points we were risking the stability of the system. With the




1994~95 4 o FOMC 39

May move, I think we clearly demonstrated that the bubble for all practical purposes

had been defused, and that we needn’t worry about larger increases at this stage.

With the passage of time, I think the moving of securities from weaker hands to
stronger hands has now made it far less likely that a 50 basis point move at this point
would shake the markets in any significant way, if at all.” (p. 31)

8212, 0.25%0F LIFTIRROF LT fEIATLE I L, 0.5% 22 553 LITFD
DEHIEMTH L L, BRTWE, £LT, TD0.50%51 % EiFhs, §5l&kE<—EOF L
FO—RTHDLBEMINLVWEIIRCT STV RATEIEDERELZHIAL T,

“My own view—I'm being a little more detailed than I usually am so I hope people

will excuse me in this respect—is that it’s very important if we were to do 50 basis

points, that we not give the impression that somehow we anticipate major accelera-

tions and this is just the beginning of a long series of 50 basis point increases. If the

markets believe that, then I think we have a very serious potential of creating

a major negative market reaction. I think we have to be very careful to avoid giving

that impression. The only realistic way we can avoid that is to issue some type of

statement with any move that we make that implies that we are in the process of
reassessing where we will go—in other words, our intention to hold for a while

without tying our hands, which we cannot do.” (p. 31)

Wik, BEQDORBY, £ OHMKERD HARHFD T T ERESHE0.50%51& £
T, 205 & EFIED REf ~OXME, B LU [MiE] DA AGOEEXFRELTWEI L
2E T, FOMCTOMMREZBLTHS DML BT,

N AEFE E LT TR EDIRMET A 7ediz, TFH7 Y AXNFTLRINT,

“Let me read a suggestion that hopefully captures what is involved here so that

nobody is blindsided on this. The potential statement would read: “The Federal

Reserve will continue to monitor economic and financial developments to gauge the

appropriate stance of policy. But these actions are expected to be sufficient at least

for a time to meet the objective of sustained non-inflationary growth.” That is as

good a crafting as I think can be done to capture what it is we are trying to do and
yet not tie our hands, because tying our hands would be a terrible mistake, and I don’t
think it’s credible in any event.” (Greenspan, p. 35)
Rff E REHADOS%FIE LITFE LTSI AR DNy 5~V TEEFER LI,
FOMC BE#icBEL2ZHME L, REHATIE EIF2REL, TR 2RISFITTFH 7 v X 2%
L7,
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@ 9H2TH EHIEAE  MERFIENFME GlEkED)

WGBTS R v 7V R — P T, HREEBEBICHAT, 9 H30BORZRBHRIC
BT, WEAEEOOHL I LEREL TS, 77 RF— 7N OMKERERE T,
WA ) 7 A N=TREEDEAN LD TE WA LR REINT WS,

29 LBk osksiz £ LT, Greenspan gL, 5 E#EOIERELTAELT
Wi kHicEbN Gy, B CEREHEDEEIITKEDINERDTWEILERELT
WRELMNTES, LlXTwb, VT, RIEIDBSRIRERIC [4 7V o ERE LW
5 HEDZDIZE, TH6DBRITENIT, 272 < L b Ui (for the time being) +4TH
5] ETF T AL EIRNT, ABIZBKMER L T AN LE TWw 5,

“We have another issue here that has been raised by a number of people. Because
of our statement “for the time being” in our last move on August 17—which most
people interpreted to mean that we would not move at this meeting and would not
move until the November 15* meeting— we have to have strong evidence to move more
qﬁickly. My suspicion is that we probably could get through to the November 15%
meeting. If we do move then, I think that would probably require us to move another
50 basis points and probably move the discount rate as well.” (p. 39)

JREL LT, SRR +HIEHRE BlEED)] 28R, 2A4RD108RIEIc£ L HFT
— I PREINEZ L, 2EBORBErR (THM) OTTF—2 KETIIKET 5 DH%4F
FLChnWZ s, ZOHBAELTHIFTNS,

“My own inclination at this stage is to go with “B” but be asymmetric for the rea-

son that Don Kohn was mentioning, namely, we have a good deal of data coming in

around the middle of October that could very readily indicate that our underlying

view of the momentum of the economy was too soft and that this expansion is accel-

erating faster than we had expected. If that occurs—if the data are an undesir-

able surprise —there will be significant market turmoil. And if we allow it to simmer
for the whole month until the next meeting—remember, this is a seven-week
interval —1I think it could create inflationary expectations that might be more difficult
to rein in than if we moved in mid-October.” (p. 39)
51T, LIFESF-oTHD LOBMERBENIZI-EN L LAWDL s, BEFEOEE NV
FOBELTWAE LD LA BLNICELTWEZ LE2BEKRT 202 LkwE, &
NTWb,
“What I'm saying is that at this stage we are getting close to the point where the

data do matter because we've been under restraint long enough that we should begin
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to see some signs of its slowing impact on the expaﬁsion. If we don’t start to see that

pretty soon, that will suggest that this economy is not growing at 3 percent but closer

to 4 percent. It’s not all that difficult to engender that type of outlook. Now, I think

that’s a low probability outcome, but I don’t think it’s one that can be readily dis-

missed.” (p. 39) .

%3, TIEMFRME] Tlad 25, BOREEOREIIIEFT I 77 Vv REHET 5 K
LTwd, REERE, S E BIFIRORKK 1 72503 T, FREFZRINI,

IV 5| & a5k 3 //E—Big Push—

HERIZEITNT, ZRBIFEOITE SIC—R LMD L7, Greenspan kD FTIMEHT
v, 0.75%81 & EF, BEFlICH L TERINLDTH D, ZOKIETE LIFOHEE
ERS 9.

D 118158 ZBIES  REHA L R 0.75%5] & LT+ x5t

Bz, NBTHE~OMARELT, BHESARTRICKEN Yy v a v 2RI, &
FHNTWD, 22y 7OBKBENH TR, SUTEADIAIHVTEY, RITORIE
FEAS, 92-934EED AR IIM L - 7202, EF ERHICA->TOLAEO LN TS
ZEFERHINTYW S,

SHYRF—TNEHELE, LANTEDHIKLHFFHTH S Z LRI NT S, =
AD A vox— (Broadus & Stern) »%, 4 > 7 VHIENEAZH#ERE L T\ 555, Greenspan
ik [EMETHB] 2 2bLT, ARNLHERICASL I L 2RELL,

Greenspan 13, Wi&F00.75%81& FIT2HE L LTERL 2 [RIALAOIKS
50.50% TIRAZTHY, 12ADHEF & EIF2HE»TRLTLE ). HiH530.50% 0K/
ENDZIERTHILTWEY, TRTREVLVEDHBILTWwa, 72721, SRTEN/ Y
TN D 2L FZERELHADT, N5 X% 5T, 0.75%MTF &2\, | v o Bl
FiFz2 LTw3,

“I think that creating a mild surprise would be of significant value; creating a very

strong surprise on the up side would be more risky because the stock market, in my

judgment, is still a little rich although off its price/earnings ratios of a while back. I

would not want to argue that we couldn’t break it down very easily. However, what
bothers me about doing only 50 basis points is that even though the markets are say-
ing that that is what we probably are going to do, I think we have to distinguish
between what they are forecasting we are going to do based on our past behavior and

what they think we ought to do. I suspect that while the majority think we are going
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to do 50, the vast majority will think that that is not enough and they will immediate-

ly price an additional 50 more basis points in the December forward contracts. In my

judgment, we would be risking—a low probability risk but a potentially very large
outcome if it were to happen—a run on the dollar, a run on the bond market, and a
significant decline in stock prices. This would be on top of a $750 billion paper loss as
a consequence of the declines in bond and stock prices earlier this year. We would
find out what a wealth effect can do to economic activity in a way that would make
us really quite uncomfortable. So, I think that we have to be very careful at this stage
and be certain that we are ahead of general expectations.” (p. 36)
BRRICITEAERH LM T, FEEZHLTW S,

“I think we can do that with 75 basis points. I don’t know what that will imply

about what we do in December. I think it puts December somewhere between no
change and 50 basis points. 'm not sure I can say at this moment that I fully buy into
the Greenbook’s projection of where the funds rate should be. That will depend

on how the markets behave. I would argue that at this point we should give serious

thought to 75 basis points. If we do that, I think we can go to a symmetric directive. If

we choose to do 50, I would argue that we should at least retain an asymmetric

directive, but I must tell you that 50 makes me a little nervous. No, I take that back:

it makes me very nervous and I would be disinclined to go in that direction.” (p. 36)
ZDJREITHK LT, Blinder % Yellen 7 ¥ 4%, ®@#H00.50%5] % FiF% TEL 2, BHO

B, ERMBOEOIRT 7 Ch 2. UEMLOR—EDF] & EF bRz #5172 L

EN
H
VA
5
T

Wz, 82103, S7VBEEY - D ELAwEnidgn 2 v ST, Greenspan
GOERTOH S, £33, THERIRLDIIETRBORM FITWEZHIIL T LEbLY
ey, MGHDOIFFICBIL T Greenspan » 3D R B TH 2, 413, kBT 0%
HBESKDORBILE LN E W) ETH 670 7272 L, Blinder 13, #B—HDEEMELAD
s RMEREIILZWE, Bid->TEBELTW 3,

“I thought hard about whether I should dissent on this matter, and I did not decide
until last night. I finally decided that I won’t, but I want to say why because it leads

to a conclusion. I won’t dissent because, as I said, the macroeconomic difference of

doing another 25 basis points today is really quite small. Secondly, nobody really

knows about market psychology. I don’t pretend that I know. I said what I believe
will happen—that this will be received adversely—but I certainly could be wrong.

Finally, I think it is better to show a united Federal Reserve against the criticism that
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we are surely going to get for this move. But I just want to say right now that unless

we receive some really surprising news between now and December 20th. I am not go-

ing to be prepared to go further on December 20th.” (Blinder, p. 43)

ZO LiitBoskE, 2B TRERER®ABLL, ZLT, 0.75% TNET 5 EE,
FOMC %D T F+ 77 v RENTI, KD &5 iEITh7z,

“I think it could be “increase significantly.” The announcement will make it very
clear what the Committee has in mind.” (Mr. Kohn. p. 43)

@ 12A208 EBIEA  HEREHIENERE (5] & M)

DN ST S L A<V — 3 2 L OREDH, L VRSB IC
SWT, KL ENTVD, RT, ENRFICHT R v 7V R— ko, B
Bld, 1995F DR ERBEL TRL TV AHEBICEP L, RLHAREETVDOYI2 V-
3 VAS19044E R I DIEE TRLT, el L BRI N, CHETIIC, BRED
%2 HPMBAENT VDI LD, BANLFRERTH S L HB L7z, BEEDRIER

(5.4%) PHEFHRE W6%) LD EI-72DT, £ 7VEDEREFTFRSI (K
EHRL, FANCII6.7%7T 572D, BEIETLT, L, —ROBRERITEL TW2),
s LT, REf OFI LT CREIZIZ6.5~ T %) FEBINT, RABBIIHE D L) A
HEZXLTH -7, B LT, Blinder i3, RZICHRE L T2 WBSKRILOEEEZ X ¥
v 785 RiE L (Greenbook) ICHARDLNREThWE, FikL7,

BRNT 7w BFF—7NLOERTIE, LOMRLIFRTH S I ErRESNT, TNER
T, B, THES+ GaV) NI BlEKED) | 2HEL LTERL TS, 203
FIERTBI, 27, BRAAMERBEFATHZ 00, F L v VRKESFRTH b 17%
YLZBICANT, RAOH EIFICIEELERERL T b,

“I think the economy’s momentum is still quite strong. I do worry, however, with or
without the Orange County turmoil and the usual end-of-year problems, whether we
would be taking undue risks in endeavoring to tighten in this environment.” (p. 32)

72751, EMITERL L) BB TOR LTI RETH L W) RiBLE LRL TS,

“I think that the odds that we are going to have to move shortly after the first of
the year, no later than our next meeting, are quite high.” (p. 32-33)

BB, RE~IFEICHF TR LIS, FARELEEEL TL F ) GREICO- T,
UL L wd, R0 LRl LT 2,

“However, it is conceivable that this expansion could fizzle out fairly quickly. I
frankly don’t expect that, but I think we can’t disregard that possibility.” (p. 33) »

L7zhinT, BUED X A BB TR TH S L LT (M) 2805 L & bIT, REF
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WOF EF ORI T, TIRRHE (GIkD) ] #8F L Lii<T0 5,

“Where I would come out at this stage is that I hope we will be comfortable staying
where we are for a while. I believe, as Don Kohn pointed out, that we have time to
make further adjustments if need be, but because of the possibility that we might find
it necessary to move after the first of the year but before January 31, I think it would
be preferable to have an asymmetric directive.” (p. 33)
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“I think the November move was extremely successful. Our decision to go 75 basis
points took off the market pressure in both the foreign exchange market and the bond
market. I think had we moved 50 basis points, we would be moving another 50 basis
points today. So in that sense we should be patting ourselves on the back for our last

move. And as a result I don’t think we should move right now.” (Mr. Lindsey. p. 37)
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