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FrG ECONOMY: MNTEREST RATES

SUMMARY

1. MOUNTIMG DOMESTWC PRESSUSE FOR A REDUCTWON N THE DWSCOUNT AND
LOMBARD RATES. SOME SIGNS OF A SPLIT IETWEEM THE GOVERNMENT AND THE
BUNDEBANK OVER POLACY. A POSSIEILNTY THAT ACTON WILL B3F ANWOUNCED
AFTER THE MEETHNG OF THE CENTRAL BANK COUNCIL 0N 22 JANGAZY.

DET&IL

2. PRESSURE k5 ™MOUNTWNG OM THE SOVERNMENT FOR ACTHON T REDUCE
WNTEREST RATES (CURRENTLY STANDWNG AT 3.5.PERCENT D4SCOUNT AND 5.5
PE‘H‘:"'JT LOMBAED) /M THE FACE OF THE CONTINUER DEPRECIATION OF THE Us
DOLLAR AGAMMST THE D-MARK, FOR THE FUBST THMS TUERE ARE SIGHS OF A
DWFERENCE OF 0P 0N BETWEEN THE GOVERANMENT AMT THE BUMDESHANK
WHIGCH UNTHL NOW HAVE BEEN SOLWDLY OPPOSED TO NTEREST RATES CUTS.

34 UN A DAY WWICH 54W ANOTHER LARGE FALL, PARTICULARLY
EXPORT-ORWENTATED SHMARES, OM THE FRANKFURT EXCHANGE, ONE OF THE 05T
'rH“EETﬁ.HT MDUSTREML ORGANMSATHOMS, THE BDW, YESTEADAY REMEWED WTS
CALL FOR WNTEREST RATES TO BE REDUCED To EASE THE PEESSURE ON .-_'='.n'4
EXPORTERS, 4 AY -sNTESWIEW WITH A FRAMNKFURT H‘F_'.IE.FPELF'EF' THE SAME DAY,
THE FEDERAL ECONOMICS MM ISTER, BANGEMANK, 540D THAT THERE WAS A
CASE FOR REDUCAMNG RATES AND N AN ANTERWHEW WHTH ANOTHER LEADWRG
DAWLY THE GOVERNMENT SPOKESMAN, 0ST, SA(D THAT THE RECENT EMS
REALSMGNMENRT HAD NCREASED THE SCOPE FOR THE SUMDERANK 'S MONETARY
POL:CY., THE FEDERAL FANAMCE M4STER, STOLTENBERSG, ALSO SAWD
YESTERDAY THAT THE REGULAR E~|-wEE:{Lv "EFTI'HF' 0OF THE CENTRAL DAMK
'EDn.-’d":-'IL 0y 22 JANKERY, WHMCH HE '.-HLL -I.TTE"-I JoWRLL DaSCUES OPTUWONS
FOR ACTWON.

b, ANALYSTS AMD DEALERS ‘vM FRAWKFURT ARE MOW COMFADENT THAT THE
BUNDESBANE WiLL HAVE TO REDUCE BOTH THE LOM3IARD AMD DrSCOUNT RATES,
THOUSH MOST FAVOUR ACTWOM AFTER THE ELECTIONS. THEY BELMEVE THAT THE
RAGGNTS  OF - TERNAT nONAL MONEY FLOWING TO THE D=NARY ARE DEFEAT W&
DPEN MARKET OPERAT-HOMS BY THE BEUMDESEANY TO EASE L edubDeTY. THE
BUNDEZBANK WTSELF ZEEMS AT LEAST TEMPORARILY TO HAVE REVERTED TO W5
FREVIDUS POLGCY OF MOCT IMTERVEWMNG OMN THE FOREPEY EXCHANGES AGA M4ST
A Fi4M TREND. THE DEALERS ARGUE THAT THERE 5 THEREFORE MO GTHER
T AYMMLABLE TO THE BUNOESIANK TO HAKE THE O=-MADK LESE ATTRACTINE

TO WEVESTONG.
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COMMENT

5. THERE MUST HOW BE & POSSRILHTY THAT THE TuUMN

FORCED TO TAKE ACTIONM BEFDRE THE ELECTHOMS OM
et ———
FECCHT FAM STATEMENTS 'TO THE CONTRARY FROM THE

THE ABGUMENTS Wik HD DOUBT BE REPEATED AT THURSDAY'Z W

FIONT OF STOLTENBEQG (WHO HAS NO VOTIMG BWGHT |9 THE
THE PUWER TO ASK FOR & DECUSION TO JE DEFERRED FGP Two

THE STOCK MARKET HAS SHOWN, wMDUSTRY AND WVESTGRS HAY
COMF-MDENCE Wi EXPORT POTEMT WAL AT CURRENT RATES OF EX

"EFFECT OF THIS HAS BEEN THE WTWAL UNMCERTAIN REACTION TO THE
SOVERNMENT'S PLANS FOR FURTHER PRIVATIGATION OF STATE-OWNED AS:
\HROUNCED YESTERTAY WHEM THE SHARES OF 30TH COMPANIES wNVOLVED, VEZA
AND VOLKSWAGEN, WERE MARKED DOWM FOLLOWWNG THE ANROUNCEMENT,
WHICHEYER WAY THE DECAGIOM GOES, HOWEWER, WE OO MOT EXPECT kT TO
UAVE & SGNIF ICANT UEARMG ON THME ODUTCOME DF THE FEDERAL ELECTHONE.
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