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I arrive at t the right figure by the

following rat

h Budget. You are taking money
There is a danger that to
. of pointless misery. It can be

2 This is goi
away from persons on a
many people this will
Jjustified to a consider
imbalances which is pr

he argument of the two

Speech but that points to taking
money away from persons and it to companies. You are in fact
taking benefit in the form er PSBR, so that the benefits to
industry come in the form of lower interest rates. I think the whole
acceptability of the package and the policy will be much reduced if d
this is simply a prospect for the future. There should be some
tangible benefit apparently flowing from the harsh measures you are

taking.

3 This seems to me to point to a fairly substantial reduction in
interest rates. In arriving at a figure, however, the risks have to
be assessed and there is no doubt that there is some risk in moving
short-term rates down by 2% at this time; but I think Mr Middleton's
minute indicates that the risks are not too great to be taken.

4. 0f course something depends also on market expectations. The
argument above might suggest a cut of even more than 2%, but that would
surprise the markets and create uncertainty about the direction of the
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next move.
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