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Next Thursday's Cabinet will include the usual pre-budget
discussion. I now attach a draft paper the Chancellor proposes
to circulate to Cabinet collzgaues on Monday. This follows

broadly the shape of earlier years. The point that will attract
most attention is the inclusion in paragraphs 2 and 16 of an
explicit acknowledgement that the annual RPI figures are likely

to move above 8 per cent again during the Spring. For the rest,
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the paper includes nothing very surprising.
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I have marked a couple of minor comments on the first page of the
draft. But, assuming you are content for the over 8 per cent
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forecast to be included, the rest of the drafting seems OK to me.
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You will see the Chancellor is planning to add as an Annex to the

paper the note you saw earlier in the week, giving a preliminary

assessment of the impact of Germany Monetary Union.

i) Content for the Chancellor to circulate his paper on this

basis? o
Oor (Z0)

ii) Any further comments you want to pass on?
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