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MIR IN THE BUDGET: THE EXCHANGE

You may like a short note about this, though the facts speek
for themselves. After quite a steep fall from the middle of
February the exchange rate has stabilised and, since 2 March,
has indeed rieen a little. As you know, some expectation of a
%% fell played a part in bringing the rate down. We think the
markets are not now expecting more than 2% butsghave probably
discounted & 2% reduction, It is elways difficult to guess the
impact of a Budget, which can depend on unpredictable reactions
to it as well as on content, but our best Judgement is that this
Budget, with a 2% MIR reduction, ought not from its content to
weaken the rate, and might cause some rise.

2. You may care to see the attached graph which puts the recent

fall in the perspective, both of the long rise end of the
earlier dips of autumn 1979 end epring 1980.
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