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I attach today's Evening Report.

Sterling started to come under serious pressure in the second

nalf of the afternoon. That is continmuing this evening. The
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latest intervention figuara I have i= some 2300 million. AE

one stage sterling had drappéd below DM3.03, bur it i=

currently (at 1915) at DM 3.032. Having besn around $1.56 for

most of the day, it is now only just over $£1.54. The current
effective rate 13 probably around 90.

Mo particuular Eactor seems to be responsibla. But sterling
is now looking vualnerable.
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The Chancellor has convensd an urgent Markets meeting with
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Treasury and Bank officials first thing tomorrow morning. He

will be considering the full range of options, ingluding

another move on interest rates. If he decided he wanted to

move rates, he would obviously need to havae an urgent word

with you. I have thersfore told his office he should be in a

position to come to s=e you at 0915, before Mr. de Klerk
arrives at 0930. &Amanda or I will let you know im the morning

1f he does want to come.

You will obviogusly want to judge the position as it loocks
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tomorrow morning. Alan is now back in the United States for a
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period, but I know he would strongly oppose another interast
rate move and any machanical motion that a weakaning of

manetary conditions wvia the exchange rate reguires a
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tightening through interest rates. 0On the other hand, you

have been concerned hitherto not to let the exchange rate run
out of control,; with all Ehat could mesn in Ehe short term for
the EPI.
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