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The appreciation of sterling this week suggests that it would be

a propitious time to take action to move dealing rates down agowma .
another half a percentage point. Although it looks likely that

The percentage increase of M3 during the month will be about

11%, all the information suggests that the narrow aggregates will

e, -
be well contained.

I have spoken to the Bank (John Fforde) about the need to take
every opportunity to reduce interest rates under these favourable
circumstances. The Bank were rather hesitant and prefer to

wait until next week when new pieces of information, such as the

American mong;_gagply figures and further information on monetary
aggregates will be available. I consulted with Peter Middleton
and we are agreed that, provided there are Qg_@ggﬁﬁig_gh@gggs in
the environment, next week would be an appropriate time to put
some pressure on the_aééiing rates. I believe that the Chancellor

will be writing to you along the€se lines.

I do not think there is any need for your intervention at this
stage. If we get into any difficulty next week, then I will come

and see you immediately.

29 January 1982 ALAN WALTERS




