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TRADE FIGURES AND EXCHANGE MARKET INTERVENTION BEFORE 


THE BUDGET 


The Prime M i n i s t e r e x p r e s s e d an i n t e r e s t i n the 

approach to exchange market i n t e r v e n t i o n which the Bank o f 

England w i l l be a d o p t i n g , i n the p e r i o d between the 

p u b l i c a t i o n o f the tr a d e f i g u r e s at J . 3 0 pm today and 

the Budget on Tuesday a f t e r n o o n . The C h a n c e l l o r has 

asked"~me t o l e t you know the t a c t i c s which the Bank 

i n t e n d to f o l l o w , and which he has approved. 


We s t a r t from the p r o b a b i l i t y t h a t the t r a d e f i g u r e s 

we s h a l l p u b l i s h a r e _ s i g n i f i c a n t l y worse than_the 

market i s 'expecting. The main market a c t i v i t y i s l i k e l y 

to'be i n Jjew T b r k on F r i d a y , where t h e r e w i l l be s e v e r a l 

hours t r a d i n g a f t e r the p u b l i c a t i o n o f the f i g u r e s i n 

London; and i n London and elsewhere on Monday. We 

would not expect much a c t i v i t y on Tuesday ahead o f the 

Budget. 


We i n t e n d i n p r i n c i p l e t o l e t the r a t e take the s t r a i n . 

There i s no q u e s t i o n o f t r y i n g to d i g i n or peg on a n y " 

p a r t i c u l a r r a t e . We would want to a v o i d l a r g e 


"•err*aTTc movements r e s u l t i n g from s p e c u l a t i o n i n a t h i n 

market. B u t , on the o t h e r hand we would not want the 

i d e a to take h o l d t h a t we wished to take advantage o f 

t h i s o p p o r t u n i t y t o get the r a t e down. The Bank would 

n a t u r a l l y have to "'show iTTs presence i n the market, 

but would a l s o a l l o w the r a t e t o f a l l  , a d j u s t i n g 

i n t e r v e n t i o n p r o g r e s s i v e l y w i t h the e x t e n t o f the f a l l . 


I am co p y i n g t h i s l e t t e r t o John B e v e r l y . 


M.A. HALL 


T. L. L a n k e s t e r , E s q ., 
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