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. ACCORDING TO A PRELININARY ESTINATE, THE US ECONOMY RESUMED
OMEWNAT FASTER GROWTH IN FOURTH QUARTER, WHEN THE ANNUALISED
ROWTH RATE WAS 2.5 PERCENT. US INTEREST RATES ARE NOW FALLING.
DEFENCE SECRETAPY WE INBERGER'S
HATIVE PROPOSALS FOR DEFENCE

LGN
, OR A3QUT DOLLARS 23 2ILLIGN IN TOTAL, COMPARED TO THE DOLLARS
EN TOTAL SOUGHT 3¥ STOCKM

TODAY

.3 PERCENT, FOLLOWING GROMTH (REVISED DOWNWARDS) AT 1.6 PERCENT
IRD QUARTER. THIS WGULD 3PING REAL GROWTH IN THE US
CONOMY FOR 193 OVER 1983 TO 6.7 PERCENT. THE EXPECTED GAIN IN
FOURTH—QUARTER REAL OUTPUT REFLECTS A SUBSTANTIAL INCREASE IN
FINAL SALES PARTLY OFFSET 2Y A DECREASE (N BUSINESS INVEWTORY
INVESTNENT,
3. INTEREST RATES ARE DECLINING FURTHER, WITH THE YIELD ON 3-ONTH
TREASURY 31LLS HOW BELOW 3 PERCENT. MANUFACTURERS HANOVER TRUST
REDUCED ITS PRINE LENDING RATE TO 10 3/h PERCENT (FROW 11 AND 1/
PERCENT) ON 17 DECEMBER. BANKERS TRUST COMPANY FOLLOVED WITH &
SINILAR MOVE ON 17 DECEMBER, AND OTHER BANKS ARE EXPECTED TO
REDUCE THE IR RATES SOON.
4. SECRETARY OF DEFENCE WEINDERGER AUNOUNCED ON 18 DECEMBER THAT
THE ADNMINISTRATION HAS NOW DECIDED OM ITS 9POPOSALS FOR THE
DEFENCE BUDGET, WHICH ARE FOR ABOUT DOLLARS 23 3N 1N CUTS OVER
THREE YEARS (DOLLARS 3.7 BN IN FYE6, DOLLARS 2 3Y IN FYs7
AND DOLLARS 10 BN [N FY33) RATHER THAM THE DOLLARS 58 31 SOUGHT 3Y
STOCKMAN (DOLLARS 8 3K, DOLLARS 20 3N AND DOLLARS 30 BN).
THE ANNOUNCED FIGURES, EXPRESSED AS CUTS FROM FUTURE PROGRAMMES,
DISGUISE SUBSTANTIAL INCREASES IN OUTLAYS IN THE THREE YEARS,
OUTLAYS ON DEFENCE (IN NOMINAL TERMS) ARE PROPOSED TO BE DOLLARS
277.5 3%, JOLLARS 24,3 SN AD DOLLARS 353.3 8N RESPECTIVELY.
In TCPNS OF TOTAL SUDCET AUTHORITY, THE ANOUNTS PROPOSED ARE
52.5 JILLIDH, AUD DOLLAPS &
st 4 PERCENT

.3 PERCENT, SE¥10P CONGRESSHEI FRON 20TH PARTIES

3 CUTS APE INADEQUATE. FURTHER CUTS MILL
SSIOKAL 3UDGET
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NS WITH THE CONIPESS

ELATIVELY "QDEST DEFENCE T

WITH THE DRACONIAN DOLLARS 34 3N (N CUTS PPOPOSED FOR SOMESTIC
PROGRAMMES (N FY36, FOR INSTANCE, THE POOPOSALS INCLUDE PROVISION
FOR & TOTAL OF 7 PERCENT In MILITARY PAY |LCREASES IN FY95
(FOLLIWED TV vaTAO 2APENICH

(Snkasan 0F

Shi5

1T 15 GUCH TOG EARLY 1% THE FUIGET PROCESS TO S&Y HOW MCH
REDUCTION 1Y THE 3UDGET JCFICIT wilL J€ ACHISVED THIS YEAR
THIS APPLIES PARTICULARLY TO THE BALANCE SETWEEN N

Tic

DEFENCE EXPENDITURE, ¥IICH 1S USUALLY ONE OF THE FIAL ITEMS T0 A€
D BETWEEN THE RERUSLICANS AND THE DEMGTRATS (N THE

3UDGET HEGOTIATIONS DURING THE SUMMER.

6, FCO PLEASE ADVANCE TO 3JR0AD3ENT (ECONOMIC ADVISERS, FCO),

SHIELDS (TREASURY) AND PEEN (31K),
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