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MANSION HOUSE SPEECH

ATTACHED IS THE SECTION OF THE MANSION HOUSE SPEECH DEALING
WITH MONETARY POLICY. THE FIRST PART IS A DEFENCE OF THE
STATUS QuOo. AT PARA. 12 THE CHANCELLOR SEEKS TO EXPLAIN THE
GOVERNMENT'S ATTITUDE TOWARDS THE EXCHANGE RATE. HE IS ARGUING
THAT, WHILE THERE IS NO SPECIFIC TARGET, THE GOVERNMENT WILL
NOT ACQUIESCE IN A WEAK POUND WHICH WOULD UNDO THE TIGHTNESS
BROUGHT ABOUT BY THE BUDGET SURPLUS AND HIGH INTEREST RATES.

I HAVE MARKED SOME CHANGES TO KEEP THE LANGUAGE CLOSER TO
PREVIOUS STATEMENTS IN ORDER TO MAKE CLEAR THAT THERE IS NO
CHANGE OF POLICY.

THE CHANCELLOR THEN GOES ON TO REAFFIRM THE GOVERNMENT'S OPPOSITION
TO OVERFUNDING, THOUGH THERE IS A MINOR CHANGE OF EMPHASIS.

THE CHANCELLOR MAKES CLEAR THAT, TAKING ONE YEAR WITH ANOTHER,

THE EFFECTS OF INTERVENTION WILL CONTINUE TO BE STERILISED,

BUT WHERE THERE HAS BEEN INTERVENTION TO LEAN AGAINST A WEAK

POUND, THE TIGHTENING OF LIQUIDITY WHICH RESULTS WILL NOT

BE UNWOUND IMMEDIATELY. T[HIS MEANS THAT FOR A WHILE SUCH
INTERVENTION WILL REINFORCE INTEREST RATES.

THERE IS A PROPOSAL FOR A CONVERSION ISSUE. THIS IS NO MORE
THAN A PIECE OF TIDYING UP - A SMALL, LIGHTLY TRADED STOCK

IS TAKEN IN AND REPLACED BY ISSUE OF A LARGER, MORE HEAVILY
TRADED, MATURITY. T[HIS COULD EITHER LENGTHEN OR SHORTEN THE
AVERAGE MATURITY OF GILTS ACCORDING TO THE PAIR OF STOCKS
CHOSEN, BUT I WOULD EXPECT THE EFFECT TO BE TO SHORTEN UNLESS
THERE WAS A CLEAR COST ADVANTAGE THE OTHER WAY.

FINALLY, THERE IS A TECHNICAL CHANGE TO THE DEFINITION OF
FUNDING BY EXCLUDING [REASURY BILLS SOLD TO BUILDING SOCIETIES.
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