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in the forefront of our reformulated target:
qualified ix; a number of possible ways, some oi?
largely verbal. I said that I would want to talk with
about the form of words we might use to qualify the objectis
There was still some uncertainty whether the exchange rate w
be such a qualification; but we certainly thought that real
interest rates would be relevant. The Governor welcomed this
suggestion, and we are to meet some time next week.



6. We also talked ;bout the cash ratio and .thc source of the
Bank's income under the new system. I asked how the discussions
with the Court had gone today. The Governor took a deep breath
and said that they had been very time-consuming and the Court had
been considering this matter most of the day. The idea of intro-
ducing a form of charge on banks which did not now pay one - some-
thing that was involved in the idea of a levy applying to all
banks and not just the clearers - was bothering the Court. There
was great anxiety that some banks might not comply. The Bank had
very little authority to insist on compliance. Indeed, now that
the Governor's role vis-a-vis the banking system rested on a

statutory rather than a moral basis it was more difficult, not less,
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DOUGLAS WASS
19 February 1981
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