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Subject: An Itchy T r i g g e r  F in g e r  on In te r e s t  R a te s

1. A ck ley , L e w is ,  and I had one of our p e r io d ic  luncheon m e e t in g s  with 
B i l l  M a rt in  on F r id a y  --  c o rd ia l  and p le a sa n t ,  a s  a lw ay s .

2. B i l l  M a r t in ’ s f e a r s  of p r o sp e c t iv e  in flation  s e e m  to be mounting to 
a  fe v e r  p itch  (though he h as  e x p r e s s e d  th e se  f e a r s  to u s  m an y  t im e s  
s in ce  our a r r i v a l  in e a r ly  1961, they a r e  now at a  new high):

a . He e x p e c ts  a  g r e a t  in v estm en t  boom .

b. He b e l ie v e s  that a  drop of the unem ploym en t ra te  to 3 p e rc e n t  
within a  y e a r  Mis  a  r e a l  p o s s i b i l i t y . "  (We don’t a g r e e ,  of c o u r se ,  
and we a r e  su r e  the F e d  s t a f f  d o esn ’ t e i th e r .  )

c . He b e l ie v e s  ac tion  a g a in s t  inflation  should  be taken  w ell in 
ad vance  of i t s  ac tu a l  a p p e a ra n c e .

3 0 The B r i t i s h  bank ra te  i n c r e a s e  a l s o  points tow ard  a  po licy  of " s l o w ­
ing down the in c r e a s e  in the m oney s u p p ly ."  Y et, l ike  Doug Dillon, 
M a rt in  d o es  not s e e m  to ex p ec t  any r e a l  outflow to be touched off by 
the bank  ra te  r i s e .

4. In sp ite  of h is  in fla tion  f e a r s  and h is  " f in g e r - o n - t h e - t r ig g e r "  attitude, 
he in d ica ted  that he d o es  not e x p e c t  any tightening m ove to be m ad e  
to m o rro w  at the Fed* s ^Open M a rk e t  C o m m ittee  m eetin g .

5. But we think it  m igh t  be  a  d if fe ren t  m a t te r  th re e  w eeks f ro m  now, 
when the Open M a rk e t  group  m e e t s  again .

6. In the l igh t  of a l l  th is  - -  p lu s  the fa c t  that i t ’ s t im e  fo r  a  new ro u n d ­
up on the b a la n c e - o f - p a y m e n ts  fron t - - I think another m eeting  of 
the "Q u a d r ia d "  g roup  on m o n e ta ry  po licy  i s  in o r d e r .

7. P e r h a p s  the b e s t  t im e  fo r  such  a  m eetin g  i s  j u s t  a  few days b e fo re  
the n ext Open M a rk e t  m ee tin g , in other w o rd s ,  so m e t im e  in the
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