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* MONETARY CONTROL

. It is now more than six months since the new ﬁeasures o
- monetary control were announced in the November 1980 statemeznt.
'?The Jast progress report was ip January. I understand that,
f since then, considerable proéress has been made; but my ihpresn

-éién is'that atyy has_got been Quite as rapid as you had originalil;
. envisaged. | _ . 2
.v?gkf.' Fof eﬁamﬁlej“ih tﬁe;firéé pl#cé, it seems that the
-fhﬁgserve Asset_lchiréﬁent still remains in pl%ce. It was

e

. envisagea in the progress report that it would be abolished by
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the Budget. LRI L e, )
Secondly, I understand that the Bank still have not bLice
'.ﬁple to abolish the 1} per cent cash ratio and introduce the new

3 per cent reserve requirement which was announced at the tice

of the Budget. S :
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A%17 Phivdly, it was envisaged in the ovrogress report that the
various changes in mouc) mArketl manigemeust and in the Banithis

role as lender of last resort (including, I thought, the

abolition of MLR) couid be implenensed av Budgst s ol

‘understand that progress has been made in that.the Bank nas




- substantially r ‘Ju ﬂd its daaoouut w1nd0ﬂ lendlng and is now

operating primgrily throu"h open ma1ket operatlons but the
interest wete pand pnderenily 21311 remains to be put into
effect, and MLR Is still wlth us. L 3-.;~~--~mt

Fourthly, possible new fundjng techn:oues were being

studied by a Treasury/Bank commlttee. I am not clear what has

emerged from this work.

I am told that you now envisage making the new measurss
fully operational by August I understand that'we would then k=
in a position to move to Monetary Base Control 1fwe so wisiied.
I can only say that I very much hope that the programme does LOT
slip any further. Although I know you have mlsglvings abeut & 2
move to MBC, I am more thdn evel conv1nced - especzally aftay s
-convorsatlons “1th Dr. Zijlstra — that we must change over to
'“some such system of quantitative control and sooner rather than
later. I believe MBC could be introduced and implemented
provided it includes d suitabie'diScretionary element.

I would 1ike to hold 2 sto-ck-taking seminar before
"Recess, and my offlce will be in touch with yours to arrange

" I am sending a copy of this minute to the Governor.
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