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PRIME MINISTER 


ECONOMIC AND FINANCIAL SITUATION REPORT 


I have c a r r i e d out a g e n e r a l " s t o c k - t a k i n g " on the 

economy at a meeting w i t h my a d v i s e r s here and w i t h the 

Governor and I thought t h a t you would f i n d i t h e l p f u l on 


your r e t u r n from Lusaka t o have a summary o f developments 


and p r o s p e c t s as I see them at p r e s e n t . There are a 

number o f d i f f i c u l t i e s ahead - not l e a s t the very t i g h t 


Budgetary p r o s p e c t s f o r next year - and we s h a l l need t o 

m o n i t o r developments very c l o s e l y . But i t i s too e a r l y 

to make o t h e r than very t e n t a t i v e judgements - we s h a l l 


have a new f o r e c a s t i n October - and I am s a t i s f i e d t h a t 


a l l the nece s s a r y p r e p a r a t o r y work t h a t we can r e a s o n a b l y 


undertake i s i n hand. We s h a l l , o f c o u r s e , be resuming our 


d i s c u s s i o n i n Cabinet o f p u b l i c e x p e n d i t u r e on 13th September, 


and I have sent you a s e p a r a t e minute on the t i m e t a b l e f o r 


announcing our d e c i s i o n s . 


Output, employment and i n f l a t i o n 

2. On the economy g e n e r a l l y , GDP i n the f i r s t h a l f o f 

the y e a r was not too d i f f e r e n t from f o r e c a s t . But w i t h 

the r e c o v e r y from the w i n t e r and a sharp r i s e i n consumers 1 


e x p e n d i t u r e b e i n g o f f s e t by a worse e x t e r n a l performance 


than expected ( h i g h e r imports and lower e x p o r t s ) the p r e s e n t 

l e v e l o f GDP i s s t i l l o n l y about the same as l a s t summer. 


In the coming months consumer spending w i l l p r o b a b l y f a l l 


back t o more normal l e v e l s and a c y c l i c a l downturn i n 

investment and s t o c k b u i l d i n g appears imminent. We must 


/ a l s o expect 
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a l s o expect the growth i n p u b l i c e x p e n d i t u r e on goods and 


s e r v i c e s t o have been h a l t e d . The depressed o u t l o o k f o r 


w o r l d t r a d e and our own l o s s o f c o m p e t i t i v e n e s s w i l l 


i n e v i t a b l y l i m i t the p r o s p e c t s f o r a r e c o v e r y i n e x p o r t s ; 


but the slowdown i n domestic a c t i v i t y s h o u l d reduce the 


r i s e i n i m p o r t s . A l l t h i s suggests t h a t a l t h o u g h unemployment 


was steady i n J u l y , i t may b e g i n t o r i s e b e f o r e l o n g . 


3. The u n d e r l y i n g r i s e i n average e a r n i n g s appears t o 


have been about 15 per cent over the p a s t 12 months, and 


the average l e v e l o f s e t t l e m e n t s seems t o have been r i s i n g . 


I n i t i a l s i g n s f o r f u t u r e p r i v a t e s e c t o r s e t t l e m e n t s are 


t h e r e f o r e not e n c o u r a g i n g . In the p u b l i c s e c t o r , the r e c e n t 


Clegg awards w i l l add (on Clegg's own e s t i m a t e ) about 


11 per cent on average t o the pay b i l  l for the groups 


a f f e c t e d i n a f u l l y e a r b e f o r e a l l o w i n g f o r o f f s e t t i n g 


economies, and I have more t o say on t h i s i n paragraph 6 


below. The awards d i d not i n c l u d e nurses and t e a c h e r s 


where s u b s t a n t i a l l y h i g h e r s e t t l e m e n t s are p o s s i b l e . 


4. As you know, r e t a i l p r i c e s were 11.4 per cent h i g h e r 


i n June than a y e a r ago, and the J u l y y ear-on-year i n c r e a s e 
due t o be announced on 17th August - seems l i k e l y t o r i s e 


t o about 15 p e r cent mainly as a r e s u l t o f the Budget t a x 


changes. 


Pay 


5. I n i t i a l s i g n s f o r pay c l a i m s i n the coming months, 


as mentioned above, are not e n c o u r a g i n g . E a r l y n e g o t i a t i o n s 


cover V a u x h a l l , B r i t i s h L e y l a n d , B r i t i s h Oxygen, Fords and 


l o c a l a u t h o r i t y manuals. The miners c o u l d a l s o come n e a r e r 


the head o f the queue i f they t r y s e r i o u s l y t o advance t h e i r 


s e t t l e m e n t date t o November. Employers i n the p r i v a t e s e c t o r 


are e x p e c t i n g a f r e e r hand than l a s t y e a r , but many may not 


have f u l l y a p p r e c i a t e d the problems i n r e l a t i n g pay 


/ s e t t l e m e n t s 
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s e t t l e m e n t s t o what can be a f f o r d e d , and we must c o n t i n u e 


(as i n the campaign t h a t K e i t h Joseph, Angus Maude and 


I are now l a u n c h i n g ) t o make c l e a r the consequences of 


e x c e s s i v e wage s e t t l e m e n t s . 


6. In the p u b l i c s e c t o r , we are c u r r e n t l y c o s t i n g and 


e v a l u a t i n g the f i r s t b a t c h of Clegg r e p o r t s . As mentioned 


above, the i n c r e a s e s so f a r recommended, which cover about 


h a l f the t o t a l number of p u b l i c s e r v i c e employees r e f e r r e d 


t o C l e g g , seem l i k e l y on Clegg's e s t i m a t e s t o add about 


I I per cent on average t o the t o t a l pay b i l  l o f the groups 


a f f e c t e d i n a f u l l y e a r . T h i s i s a good d e a l h i g h e r than 


we had assumed i n the post-Budget F o r e c a s t f o r these 


groups, s i n c e i n computing the o v e r a l l average we assumed 


t h a t the awards t o nurses and t e a c h e r s would be s u b s t a n t i a l l y 


h i g h e r . I t i s too soon t o make a c o n f i d e n t e s t i m a t e o f the 


o v e r a l l i m p l i c a t i o n s of C l e g g , but even a l l o w i n g f o r some 


success i n b u y i n g out r e s t r i c t i v e p r a c t i c e s , the average 


payments recommended f o r a l l groups c o u l d be at l e a s t 


2-3 percentage p o i n t s h i g h e r than the post-Budget f o r e c a s t 


assumed. T h i s c o u l d o b v i o u s l y r e p r e s e n t a c o n s i d e r a b l e 


t h r e a t to our p l a n s and, when the assessment of Clegg has 


been completed, we s h a l l need t o c o n s i d e r whether any 


f u r t h e r s a v i n g s are p r a c t i c a b l e t o o f f s e t the c o s t of the 


awards; whether, and i  f s o , i n what form, we s h o u l d submit 


Government evidence to Clegg on h i s approach t o o u t s t a n d i n g 


r e f e r e n c e s ; and whether we want the Commission t o c o n t i n u e 


i n e x i s t e n c e once work on t h i s round's r e f e r e n c e s i s 


completed. E Committee w i l l , o f c o u r s e , be c o n s i d e r i n g 


papers on t h i s i n the f i r s t h a l f o f September. 


Company l i q u i d i t y 


7. Our p o l i c y o f s q u e e z i n g out i n f l a t i o n through monetary 


p o l i c y i n e v i t a b l y c r e a t e s a t i g h t l i q u i d i t y p o s i t i o n f o r 


companies i n the s h o r t - t e r m . T h i s i s p a r t of the p r o c e s s 


by which e x c e s s i v e wage i n c r e a s e s are d i s c o u r a g e d . Our 


/concern 
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concern must be whether the squeeze c o u l d cause widespread 


b a n k r u p t c i e s . The impact on the cash f l o w of companies i s 


uneven and f a l l s p a r t i c u l a r l y s e v e r e l y on companies c l o s e l y 


competing w i t h f o r e i g n s u p p l i e r s . The l a t e s t r i s e i n the 


w h o l e s a l e p r i c e i n dex - up 2 per cent i n J u l y - may be 


evidence t h a t companies are aware of the need t o improve 


t h e i r cash f l o w s . The scope f o r r a i s i n g p r i c e s , however, 


w i l l tend t o be l i m i t e d by the expected t i g h t demand 


c o n d i t i o n s and the r e l a t i v e l y h i g h exchange r a t e . In 


g e n e r a l , a l t h o u g h the o u t l o o k i s b l e a k , i t i s not d i s a s t r o u s . 


Although t h e r e w i l l be problems, p a r t i c u l a r l y as a r e s u l t 


of the exchange r a t e , which w i l l vary between i n d u s t r i e s and 


f i r m s , I do not f o r e s e e a s e r i o u s f i n a n c i a l c r i s i s , 


c e r t a i n l y by the s t a n d a r d s o f 197^. I s h a l l c o n t i n u e t o 


keep the p o s i t i o n under c l o s e review and have a l r e a d y 


c o n s i d e r e d p o s s i b l e measures to h e l p company l i q u i d i t y . I 


f e a r , however, t h a t none of these i s easy; most r e q u i r e 


l e g i s l a t i o n ; and a l l would i n v o l v e a PSBR c o s t . 


Monetary developments 


8. The money s u p p l y f i g u r e s f o r b a n k i n g June, the l a t e s t 
a v a i l a b l e , c o nfirmed t h a t the u n d e r l y i n g growth was s t i l  l 
13 per cent or more. The banks' e l i g i b l e l i a b i l i t i e s f i g u r e s , 
which are used by the market as an i n d i c a t o r o f the £M3 r i s e , 
show an i n c r e a s e of some J per cent i n b a n k i n g J u l y . £M3, 
however, seems l i k e l y t o have r i s e n somewhat more than 
t h i s , a l t h o u g h not as r a p i d l y as i n r e c e n t months. The 
f i g u r e s f o r £M3 w i l l not be p u b l i s h e d u n t i l 16th August. 

9. I see no immediate need t o a l t e r our p o l i c i e s . The 


e l i g i b l e l i a b i l i t i e s f i g u r e s p u b l i s h e d on Tuesday seem t o 


have been w e l l r e c e i v e d by the markets, perhaps i n p a r t i c u l a r 


because they suggest a more modest i n c r e a s e i n bank l e n d i n g , 


and the Bank have been a b l e t o s e l l the balance o f the 


l o n g t a p . I f the market remains f i r m we w i l l be announcing 


a new s h o r t tap on F r i d a y . I am a l s o c o n s i d e r i n g o t h e r ways 


/ t o h e l p 


S E C R E T 




S E C R E T 


to h e l p fund the PSBR i n the autumn - perhaps by a 


new N a t i o n a l Savings C e r t i f i c a t e i s s u e t o c o i n c i d e w i t h 


the October t a x r e b a t e s . We i n t e n d t o a l l o w the a l r e a d y 


announced r e c a l l s o f s p e c i a l d e p o s i t s from the c l e a r i n g 

banks t o go ahead on 13th August and 10th September, and 


we s h a l l keep the SSD scheme under review t o ensure i t s 


g e n e r a l e f f e c t i v e n e s s . I t i s s t i l  l too e a r l y t o judge 


whether we have got the money su p p l y under c o n t r o l , and 


we w i l l need t o see some f u r t h e r months' f i g u r e s b e f o r e 


we can be c o n f i d e n t about the p o s s i b i l i t y o f i n t e r e s t r a t e s 


t o come down. But I do not share the p e s s i m i s t i c views 


expressed by some commentators e a r l i e r i n the week t h a t 


the next move i s l i k e l y t o be upward r a t h e r than downwards. 


The exchange r a t e 


10. S t e r l i n g ' s r a p i d r i s e a g a i n s t both the d o l l a r and 


o t h e r c u r r e n c i e s peaked towards the end of J u l y w i t h the 


e f f e c t i v e r a t e c l o s e to 7*1.0, an a p p r e c i a t i o n o f almost 


10 per cent s i n c e the Budget. An adjustment, however, was 


overdue, and s t e r l i n g f e l l s h a r p l y on 31st J u l y and aga i n 


on 6th and 7th August. The e f f e c t i v e r a t e now stands at 


around 70J which i s n e a r l y 5 p e r cent h i g h e r than on Budget 


Day. 


11. The announcement o f the l a r g e i n c r e a s e i n f o r e i g n 


exchange r e s e r v e s f o r J u l y caused some s u r p r i s e at the 

apparent e x t e n t o f the Bank's purchases o f d o l l a r s from 


the market but s t e r l i n g ' s r e c e n t downward adjustment shows 


t h a t they were j u s t i f i e d i n o r d e r t o take some o f the 

s p e c u l a t i v e f r o t h out o f the market. I f s t e r l i n g c o n t i n u e d 


to f a l l but o n l y g r a d u a l l y , the Bank would g i v e some modest 


support to the pound but would s e l l fewer d o l l a r s than they 


bought w h i l e the r a t e was r i s i n g . But i t i s p o s s i b l e t h a t 


some p i e c e o f bad domestic news - p o s s i b l y c o n c e r n i n g 


/ i n f l a t i o n 
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i n f l a t i o n or the c u r r e n t account o f the ba l a n c e o f 


payments - c o u l d cause the pound t o be marked down 


s h a r p l y . I f s o , we have concluded t h a t i t would be 


a d v i s a b l e f o r the Bank t o make i t s presence f e l t i n o r d e r 


t o a v o i d g i v i n g the i m p r e s s i o n t h a t the a u t h o r i t i e s d e s i r e d 


a f u r t h e r d e p r e c i a t i o n o f s t e r l i n g . 


PSBR and p u b l i c e x p e n d i t u r e 


12. The p o s i t i o n on the PSBR t h i s y e a r c o n t i n u e s t i g h t . 


I t i s i m p e r a t i v e , both f o r the budget a r i t h m e t i c and f o r 

the f u t u r e c o n t r o l o f s p e n d i n g , t h a t we take a very f i r m 


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


however modest. Cash l i m i t s are e x e r t i n g a squeeze on 


e x p e n d i t u r e and t h e r e are s i g n s t h a t some Departments are 


f i n d i n g d i f f i c u l t y i n l i v i n g w i t h t h i s . Having d e l i b e r a t e l y 


reduced the c o n t i n g e n c y r e s e r v e i n the budget, t h e r e i s very 


l i t t l e margin r e m a i n i n g t h e r e f o r new d e c i s i o n s i n v o l v i n g 


e x p e n d i t u r e , however a t t r a c t i v e on m e r i t s . The t h r e a t s I 


can a l r e a d y f o r e s e e would preempt v i r t u a l l y a l l t h a t i s 

a v a i l a b l e i n the r e s e r v e . 


13- In the meantime, as i n d i c a t e d i n paragraph 6 above, 


the c o s t of the Cl e g g awards c o u l d be h i g h e r than assumed 


i n the post Budget f o r e c a s t . The Post O f f i c e s t r i k e , which 


i s d e l a y i n g telephone b i l l s , w i l l a l s o add s i g n i f i c a n t l y t o 


the PSBR at l e a s t i n the s h o r t run. 


14, For 1980-81, a l t h o u g h i t i s dangerous to guess too 


f a r at the net e f f e c t o f new developments, the p r o s p e c t f o r 

the PSBR looks i n c r e a s i n g l y d i f f i c u l t , w i t h very l i t t l e room 


f o r manoeuvre. The Clegg awards are aga i n a f a c t o r ; and 


as you know, C a b i n e t ' s d e c i s i o n s on the p u b l i c e x p e n d i t u r e 


programmes came out about £1J b i l l i o n h i g h e r than the t a r g e t . 

We are l o o k i n g at a l l p o s s i b l e revenue r a i s i n g o p t i o n s , 


i n c l u d i n g the North Sea. 


/ C o n c l u s i o n 
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C o n c l u s i o n 


15. I hope t h i s w i l l g i v e you a h e l p f u l , i f not very c h e e r f u l , 


g e n e r a l p i c t u r e of the c u r r e n t s i t u a t i o n and p r o s p e c t s . 


We s h a l l need to m o n i t o r developments very c l o s e l y as 


background to the d e c i s i o n s we s h a l l be t a k i n g i n the autumn 


p r i o r t o announcing our p u b l i c e x p e n d i t u r e and o t h e r p l a n s . 


But i t i s c l e a r t h a t room f o r manoeuvre i s l i k e l y t o be 


very r e s t r i c t e d and we s h a l l need t o s t i c k f i r m l y to the 


monetary and f i s c a l path on which we are now s e t . There i s 


no reason - or indeed room - to change c o u r s e ; i  t must be 


a case f o r steady h a r d pounding. We must a l s o c o n t i n u e t o 


expound our p o l i c i e s at every o p p o r t u n i t y and I hope t h a t 


the campaign t h a t we are now l a u n c h i n g (and f o r which I 


have a l r e a d y c i r c u l a t e d b a s i c b r i e f i n g ) w i l l enable o t h e r 


M i n i s t e r s i n c r e a s i n g l y t o share t h i s t a s k w i t h us. 


16. I am s e n d i n g a copy of t h i s minute t o S i r John Hunt. 


PP' (G.H.) 
6 August, 1979 

[Approved by the C h a n c e l l o r o f the 

Exchequer and s i g n e d i n h i s absence] 
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From the Private Secretary 14 August 1979 

NATIONAL SAVINGS CERTIFICATE ISSUE 


When the Prime M i n i s t e r saw the C h a n c e l l o r 1 s minute 

to her of 9 August about the economic and f i n a n c i a l 

s i t u a t i o n , she commented that she had c o n s i d e r a b l e doubts 

about the t i m i n g of the p o s s i b l e new i s s u e of N a t i o n a l 

Savings C e r t i f i c a t e s mentioned i n paragraph 9. The Prime 

M i n i s t e r thought t h a t an i s s u e at the time proposed might 

have t o have a h i g h e r i n t e r e s t r a t e than would be the case 

a l i t t l e l a t e r . 


The Prime M i n i s t e r intended t o mention t h i s p o i n t to 

the C h a n c e l l o r , but t o the best of my knowledge she d i d not 

do so. Given the Prime M i n i s t e r ' s views, no doubt the 

C h a n c e l l o r w i l l wish to put the q u e s t i o n of the t i m i n g of 

any new i s s u e of N a t i o n a l Savings C e r t i f i c a t e s to her again 

b e f o r e a f i n a l d e c i s i o n i s taken. 


I am sending a copy of t h i s l e t t e r to Ma r t i n V i l e 

(Cabinet O f f i c e ) . 


N . j . SANDERS 


M. A. H a l l , Esq., 

H.M. Treasury. 


C O N F I D E M T i A L 



Treasur) ( l*m i 1)^1^<11 Street, SW1P 3AG 

•14 August 1979 

NATIONAL SAVINGS BANK INVESTMENT ACCOUNT INTEREST RATE 


The Prime M i n i s t e r r a i s e d r e c e n t l y with the Cha n c e l l o r the 

d e c i s i o n to inc r e a s e the N a t i o n a l Savings Bank (NSB) Investment 

Account i n t e r e s t r a t e , and i t s p o s s i b l e e f f e c t s on b u i l d i n g 

s o c i e t i e s : I understand th a t i t was a l s o mentioned at Cabinet 

on F r i d a y . The Cha n c e l l o r has asked me to l e t you have a note 

on the background to the d e c i s i o n . (He i s o f course on h o l i d a y 

and has not t h e r e f o r e been able to approve t h i s l e t t e r ; but he 

d i d not want the note to be he l d up u n t i l h i s r e t u r n . ) 


As the Treasury paper, "Funding the PSBR and the G i l t s 
Market", f o r the Prime M i n i s t e r ' s Monetary Seminar pointed out, 
there are good grounds f o r c o n t i n u i n g to seek a s i g n i f i c a n t 
c o n t r i b u t i o n to the f i n a n c i n g o f the PSBR from N a t i o n a l Savings: 
the t o t a l cost of borrowing w i l l tend to be lower, the wider the 
range of markets we can tap; and the i n f l o w from N a t i o n a l 
Savings may help to bridge the gap when there i s a h i a t u s i n sa l e s 
i n the g i l t s market. We would hope that i t would again be p o s s i b l e 
to r a i s e some £1 ,500 m i l l i o n i n 1979-80 from t h i s source as a 
means of achiev i n g ' t h e monetary o b j e c t i v e without p u t t i n g too 
great a s t r a i n on the g i l t s market. The NSB Investment Account 
has played a c r i t i c a l part i n the recovery of N a t i o n a l Savings 
as a means o f f i n a n c i n g the PSBR i n the l a s t 3 years. I t s 
i n t e r e s t r a t e has been moved i n l i n e with market r a t e s and in f l o w s 
have i n c r e a s e d : i t c o n t r i b u t e d some £500 m i l l i o n i n 1977 and 
1978 taken together, and over £200 m i l l i o n i n the f i r s t 6 months 
of t h i s calendar year. 

In normal circumstances the NSB Investment Account i n t e r e s t 
rate would have been moved to 13 per cent with e f f e c t from 
1 August, f o l l o w i n g the change i n competing r a t e s i n mid-June. 
However, given the Prime M i n i s t e r ' s concern about the mortgage 
r a t e , the d e c i s i o n on the Investment Account was delayed u n t i l i t 
was known what b u i l d i n g s o c i e t i e s were going to do with t h e i r 
investment r a t e s . A f t e r the s o c i e t i e s had decided to l i m i t the 

/extent 
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extent of i n c r e a s e , the i n c r e a s e i n the Investment Account rate 

was l i m i t e d to a j per cent, b r i n g i n g the r a t e to 12J per cent. 

For various t e c h n i c a l reasons t h i s investment account r a t e i s 

e f f e c t i v e l y somewhat l e s s than the new b u i l d i n g s o c i e t y share 

r a t e , which grosses up to 12\ per cent. 


So long as the NSB Investment Account rate i s i n l i n e with, 

or below, competing i n t e r e s t r a t e s , i . e . not l e a d i n g them upward 

or h o l d i n g them up, i t w i l l have very l i t t l e e f f e c t on b u i l d i n g 

s o c i e t y i n f l o w s . I t t h e r e f o r e cannot, of i t s e l f , l e a d to an 

i n c r e a s e i n the mortgage r a t e . So the i n c r e a s e should not a f f e c t 

the q u e s t i o n of whether b u i l d i n g s o c i e t i e s do i n f a c t r a i s e t h e i r 

mortgage rate on 1 January next. On the other hand, not to have 

r a i s e d the NSB Investment Account rate could w e l l have reduced 

the i n f l o w i n t o N a t i o n a l Savings i n the next few months. This would 

have had an important - perhaps a c r i t i c a l - b e a r i n g on our c o n t r o l 

of the money supply. Furthermore, longer term harm would have 

been done to the Investment Account, as i n v e s t o r s could no longer have 

presumed with any confidence that the i n t e r e s t r a t e would be moved 

when market r a t e s moved. 


I hope that you f i n d t h i s e x p l a n a t i o n h e l p f u l . 


(M. A. HALL) 
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lO D O W N I N G STREET 

From the Private Secretary 15 August 1979 

N a t i o n a l Savings C e r t i f i c a t e s 


The Prime M i n i s t e r has seen your l e t t e r 

to me of 14 August about the N a t i o n a l Savings 

Bank Investment Account i n t e r e s t r a t e . When 

she saw i t she made a comment about the 

proposed N a t i o n a l Pavings C e r t i f i c a t e i s s u e 
on which I wrote to you yest e r d a y . 


The Prime M i n i s t e r takes the view that 

going ahead with a new Savings C e r t i f i c a t e 

i s s u e would be sroading the B u i l d i n g S o c i e t i e s 

to nut UD t h e i r i n t e r e s t charges to home 

buyers. She has added that i f we exDect 

c o - o p e r a t i o n from the B u i l d i n g S o c i e t i e s , we 

must be prepared to co-operate with them 

o u r s e l v e s . 


No doubt the C h a n c e l l o r w i l l take these 

views i n t o account i n comine back t o the 

Prime M i n i s t e r on the sub.iect of the N a t i o n a l 

Savings C e r t i f i c a t e i s s u e . 


M.A. H a l l , Esq., 

H.M. Treasury. 
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Treasury Chambers, Parliamenl Street, SW1P 3AG 

Zl August 1979 

N Sanders Esq 
10 Doming S t r e e t 
LONDON 
SW1 

The F i n a n c i a l S e c r e t a r y has seen your two l e t t e r s of lk and 15 August 

about N a t i o n a l Savings C e r t i f i c a t e s . 


He i s sure that the C h a n c e l l o r would want him to reassure the Prime 
M i n i s t e r that he w i l l very much have i n mind the p o i n t s which she 
has r a i s e d . While the p o t e n t i a l s i t u a t i o n i n the g i l t s market, and 
tha a v a i l a b i l i t y of the tax rebates, would make a new c e r t i f i c a t e i n 
October h e l p f u l f o r monetary c o n t r o l , he r e a d i l y accepts that there 
i a a very s t r o n g case f o r postponing any move i n t h i s d i r e c t i o n u n t i l 
the New Year, when i t may be c l e a r e r what l e v e l of i n t e r e s t r a t e s 
g e n e r a l l y w i l l be needed i n f u t u r e to maintain monetary c o n t r o l , and 
when the b u i l d i n g s o c i e t i e s w i l l have f i n a l l y decided on what t h e i r 
r a t e s t r u c t u r e i s to be a f t e r 1 January. 

P C DIGGLE 

P r i v a t e S e c r e t a r y 




l O D O W N I N G STREET 

From the Private Secretary 24 August 1979 

The Prime M i n i s t e r has seen and 

noted your l e t t e r of 21 August 

( t o Nick Sanders) about N a t i o n a l 

Savings C e r t i f i c a t e s . 


M. A. PATTISON 


Mrs. P.C. D i g g l e , 

H.M. Treasury. 





