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ase rate cut’
hangs on sterling

WHLIAM KEEGAN B Economics Rdlor

THE Tressury and the Bank mmmmaw
of England gre expected to

react to gny post-lection
flow of funds into Londoa
with official intervention to
4 steady the exchange rate, If
{the inflow this week
| becomes overwhelming, the
‘| Government may sanction &
*1 half percentage point cut in
4 bank besc rates to 8% per
I cent.
] But the first tactic will be to
ke tmoney into the reserves,

Wil to sasess the

of foreign demand for sterling.
Dexpite all the previous
speculation, post-election
euphoria was by
its absence from the foreign

exchange markets on Fridsy.
Ttus was pot just sttributable
to the thinning of City ranks oa
Friday—*their celebrations at
home have proved too much for

them,* seid one City observer.
It was principally because
market attention focused on r.he

, Gollar,
: The US cumncy hld
- weskened esrlier in the
3 after Pretident Rggan ref

in Venice to the possibility of s
8 further fll, Since one of the
°} main gires of the Venice symmit
had been to stabilise the dollar,

"nudolhrmvenddun -

White Howe * correctios,” and
xn respozse to  belter us

formally put the pound fnto the
exchange rate mechanism of the
Earopean Mooetary System.
Although the Chancelior, Nige!
Lswxon, s mitending an
meeting oo EMS in Luxem-
wmortow, this i to
discum some of the more araane
techpical aspects of .the
mechanito
There & no svidence yet that
the Prime Minister hes relaxed
ber oppaeition to full EMS

couy.

While the formal EMS debate
rezsains uaresolved, the Treas-
wry ead Bank of Eagland sre
contiouing their policy of




