L"J‘L

SIR KENNETH COUZENS)
MR BURGNER ) °6“

e

THE EXCHANGE RATE

At E Committee yesterday afternoon, when the BSC Corporate Plan
was being discussed, the Chancsllur was struck by the extent to
which forecasts of the BSC rasults are di dent on P
about the exchange rate. He has asked how far the assumptions
used by themare reasonable; reflect discussion with us; and
are accompanied by a discussion of the effect of alternative
exchange rate outcomes. The same point, of course, arises on J
BL, and - to a greater or lesser degree - on almost all the y

other nationalised industries. Can we be satisfied that the
projections of nationalised industries' finance adequately reflect
what now seems likely to happen on the exchange rate? The
Chancellor would be grateful for a note on this.

2. More generally, the Chancellor had the feeling at E Committee
that the Government's general stance on the exchange rate was not
really understood by his colleagues. While we have explained to
the Prime Minister - and persuaded her - that we could not control
the exchange rate, and that inward exchange controls were unlikely
to achieve any significant reduction in the rate, the arguments
have probably not been deployed before a wider audience. The
Chancellor has therefore asked whether it would be appropriate

for him to circulate a paper on exchange rate policy to his
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