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IRTEREST RATES

Thea Chancellor came to see the Prime Minister at 0925
his morning to continue the discussion at their bilateral
yvesterday about the position in the markets.
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The Chaneellor said that he had considered the position
further this morning with Treasury and Bank advisers. The
exchange rate had weakened further overnight, and the unanimous
conclusion was that interest rates should be raised by 1 per
cent. The Prime Minister agreed that, in the circumstances,
there was no choice but to take this action. It was agreed
that the Chancellor would arrange for the Bank of England
to signal the 1 par cent increase at 0945 this morning.

Alex Allan, ESdq..
HM Treasury.




