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You wirl have secn telegra*u +B7o from Brussers reporting
on the weekendrs events; r also attach a report of ny own.

2. You may wish to consider whether, by .way of inmediate
follow-up, you night today telephone Mr colley. l,/e have made
it clear that we think that the procedures followed on this
occasion r¡/ere inadequate and doubtfully in accordance with
the agreed arrangements for consultation in the Hß, and that
hre think that these procedures should be revieh¡ed. we are
told that our absence was "well- understood" by the participants
in the meeting, in the light of our reply to Colley's i-nvitation.
And we know that there was "some criticism" of the German
pr:oceciures in the meeting, which Matthöfer accepted (r suspect
that the criticism may have come from correy hinself). rt nay
well be that r if the invitations were i-ssued from Bonn in his
rrime (as we are tol-d they were) and that the uK was excluded
without his knowledge, he may hinserf be dissatisfj-ed. with
the proeedures. ,

t. In these circumstances you night care to teleþhone to
thank him for his i-nvitation, though it come too late't'ò'
enable us to provide appropriate representation. You night
make sure that he understands the reasons why we felt unable
to accept. You might go oû: however, to repeat (my nessage
to van Ypersele) that we have a close and direct interest in
the exchange rate policy, the dorlar policy, and the interest
rate policies of the H{S, and that the agreed EHS a.rrangements
specifically provide that

'tThere will be reciprocal consultation in the Community
framework about important decisions concerni-ng exchange
rate policy between countries parti_cipating and any
country not participating in the system".

The procedure used on this occasj-on could scarcely be said. to
be adequate for the purpose of this provision. Hence our
request that the procedures should be reviewed. But it would
be helpful, before we take this further, to have his ow¡. comments
n¡d views about what could and should be done for the future.

y,r,'Ãratr --"-
llrs" HcdIey-tIi1l-er

24 September 1979 N. Jo SS
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EliS 'vIEH{END IEETING: SEPTEIitsER 22/23

llr Van Tpersele telephoned me late on Saturday afterrÌoon.
He said. that the Germans, in consultation rvith the Presidencyt
had decicled to call a neeting of EEC menbers participating in
the H{S exchange rate mechanism, for 11.OO a.m. the following
day, in Brussels. The subject of the meeting was to be the

exchange rate situation, intervention policy towards the dollart
interest rate polì.cy, and whether any adjustments were necessary

in E0{S pivot rates or j-n imputed rates in the ECU. [he neeting
was to be at Ministerial and Central Bank Governor level (plus

the Çemmission).

2. Van fpersele call-ed. r âs Chai-rman of the Monetary Committee r

because of the terms of the agreed EMS procedures. These

provide that

".Adjustments of central rates wilf be subject to
mutual agreement by a common procedure which will
comprise atl countries participating in the excha¡ge

rate mechanism, and the Commission".

But also . ,..

"There will be reciprocal consultation Ín the
Comm¿11i¡y framework about inportant decisions
concerning exchange rate policy between countries
participating and any country not participating
in the systê[I.rr

Van Yperselers ca]l was intended to be in accorda¡ce with the

second. of these provisions, a¡d he invited me to call back

with :-J¡ .comments.

V. I irnmed.iately asked whether the telephone call meant that
the IIK was invited to be present. Van Ypersele said that we

were not invited; that this was a matter for the Germans and

the Presidency; that the provisiors of the ElfS arrangements

nevertheless envisaged that we should be inforned and that
our comments should be invited.

4. After a series of telephone calls to Treasury and Bank

of England offici-als concerned, f called Mr Van Ypersele

on Saturd.ay night to tell hin that

-1-

lt¿Þ]&Fl¡lçÌåIrrå-!¿!tÍ.;¡.¡.nêt.1tt?,+¡,q:{r.rìs/.¿ra:j:,.¡¡i.ir:iii.ja1.ì;.,,i!,. r.È/...,
I





COÌ{FTDENTIA].,

we hrere grateful to him for the advance infornation,
though we were not happy about the procedure

I hoped that he would let me know of the outcome
of the discussions the nerü day before i-t was made

public

the participaat countries should clearly understand
that we had an important and legitina.te interest and

concern in any decision about EHS dollar policy and

interest rate policy, and

(on Bank of England advice) if the participants
intended r âs a result of the discussions, to
inpute any new central rate to sterling in the ECU,

we suggested that this should be based on the market
rate for sterling at the close on Friday (when we

i{ere about 1% above the DM and about 1% above tlne
Belgian franc).

Van Ypersel-e took note.

,. I reported the, state of play to ür Battishill and Mr

Balfour (Bank of England) and to Mr Fitchew in Srusselso late
on Saturday.

6. On Sunday morning Mr Battishill telephoned to say ïnat ne

had spoken to No 10 and had arranged that I should report the
latest situation: l{n Saunders telephoned from C}requers shortly
afterwards and I brought him up-to-date.

7. At 11.15 a.m. Mr Fitchew telephoned from Brussels. He

said that when the meeting started, Mr Colley, the Irish
President., had noted that there was no UK representative,
and had said that he considered that , even nov',, the IIK should
be invited to be present. (ft appeared that the invitations
issued from Bonn in his name had excluded the UK without his
knowledge). [he Irish Perma¡ent Representative relayed this
invitation to the UK Delegation in Brussels, who asked ¡re

for a line to take in reply.

B. After consulting the Chancellor, f telephoned llr Fitchew
to take the following line:

we had understood fro¡l Mr Van Ypersele, the previous
day, that r^¡e were not invited: and indeed had not
been hitherto 

-z-





CO¡IFIDENTIAI

we were nevertheless grateful to the Presidency
for now calling attention to our absence, and

for Mr Colley's invitation
the invitation had been received, however, only
at 11.10 a.m. after the meeting had already started.
[his made it inpracticable to send anyone from
f,ondon in time, and we did not consider that it
would be appropriate for us to send a member of
the UK Delegation in Brussels, since he would not
be in a position to give the UK Governmenf,s view
as the discussion proceeded

we hoped nevertheless to be informed of the outcome

before it was made public, especially about any
proposals for change in the val-ue of sterling within
the ECU

we woul-d wish the arialrgements for any future meetings

of this kind to be reviewed in the light of what had

happened on this occasion

we hoped that the Irish Presidency would consul-t us

on what, if anythingr should be said to the Press

about the iJKts absence from the neeting. . ,.'

9. In the course of the day, I continued to await neu¡s from
Brussels, keeping in touch in the meantime with Mr Battishillt
llrs Hed1ey-Mi1ler, No 10, Mc MeMahon and Mr Balfour, and Mr'Davies
of Treasury Information Division (who also contacted the Ïrish
Presideney Press Officer d.irect). A further report from Mr

Fitchew said that the meeting had realised that ECU changes

would. have inplications for the CAP, and that agricultural
e>q>erts night be summoned: I asked Mr Fitchew to let MÀFF

know of this development.

'iO. Eventually, at 2.1, a.m. today Mr Van Ypersele telephonedt
as promised, to l-et me know that, after 1! hours of discussion,
it had been decided that there should be changesr as measured

by the cross rates,

of 9% between the DM on the one hand and the Dani sh
-Erown on the other', and

of 7/o between th_e- DH and the French franc r the
Belgian franc, the f-,uxembou¡g franc, the florin,

'i
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the Italian lira, and. the Irish punt. The cross-
{t- -- -

rates between these other currencies would remai-n

unchanged. The Press communi-que would add that
thesead'justnentsweredesignedtomakeaposi.tive
contribution towards a mor'e ord'erly d'evelopment of

theexchangemarkets,whilstattheSametinehelping
thestabilityofcurrenciesnotinthesystem;and
that cooperation with the monetary authorities of

third countries would. be strengthened. The communique

would'alsosaythatECUcentralrateswouldnowbe
revised in the light of the realignment in bilateral
central rates; that the central Bank Governors were

requested. to take the appropriate action in consultation

with the Comrnission; and that the Commission had been

asked to present proposals for appropriate adjustnent

to MCA's.

Van Yporsele added two Points:

the communique did not mention sterling, since:the

immediate decisions recorded- in it were confined
'to changes in the bilateral cross-rates within the

EHS mechanism. at the end of the neeting ortoli
had suggested that the rate to be inputed 

'o'?lerling
inTheECUmightbethemarketrateatthecloseon
Friday;buttherewasnodiscussiononthispoint'
and it was left for subsequent action by central Banks

and the Commission

the reasons why the uK had d.ecided not to take up the

Presidency'sbelated'invitationhadbeenwellunderstood
by the meeting; there had in fact been "some criticism"

inthemeetingofGermanarra]lgements(hewouldnot
saybywho¡l)andthisMatthöfer,theGermantr'inance
llinister, had accePted' -

f thanked Van Ypersele for keeping his promise' '

12.j{rFitchewte}ephoned.soonafter,about2.,oa.m.,to
confirm the outcome and to say that he was telegraphing a sunmary

of the weekendrs events and the texb of the communique, and

neanwhile had" inforned. Mr Davies, Mr McMahon, and No 10' '
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1'.Inthecoulseoftodayl'IrFitehewwit].trytofindout
whathecanaboutthecourseofthel!-hourdiscussì-on,and
what led to the final pattern of decisions'

&,+
N. JonCn-lioss

24 September 1979
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Sir K Couzens
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GPS 500
RESTR I CTED

FRAT4E EC0NoI,! I C/AGR I CULTURE

DESKBY Ø5ø93øZ

FM UKREP BRUSSELS ø4:.9152 OCT 81

TO IMMIDIATE FCO

TELNO V5ø7 AF 4 OCTOBER

INFO PRIORITY EC POSTS.

g.IS REAL I GNHE}ITS

1. A-MEETIIIG OF FINANCE MIi¡ISTERS AGREED THIS EVEN¡T.IG TO A

REALIGNI,IE¡¡T OF CONTROL EXCHAIICE RATES U'ITHII{ THÉ EMS. THE

CoI.IMUN.QUE APPROVED BY THÊ MEETING ¡S IN M¡FT. THE CHANGES ¡N

BILATERAL PARITIES AGREED ARE AS FOLLOWS¡-

L
il.
TK.

B

Lux

!RL
I

F
u(
GR

D

N

IK

B

IUX
IRL

I

F

TX

GR

AFTER

9.3
5.3
ø.L
ø.t
ø.t
ø.1

- t.7
- 3.ø

4.L
1.4

+ 5.5
ø

ø

ø

ø

-3
-3
- 9.9

+ 5.5

NOT AVAILABLE

MCAS

BEFORE

4.2

?. THE RESULTING HO¡IETARY CoMPENSAToRY AMoUNTS, ToGETHER UITH

IHE EXlSTll'lG MCAS, ARE.AS FOLLOWSr-

ø

ø

ø

ø

ø

'5.2
ø

2.8
ø

u,v..

3. ORTOLI (COMl"llSSl0N) ANNoUNCED THAT THE PRE-FlXlNG 0F MCAS

UJE ON 5 OCTOBER WOULD BE SUSPENDED UNTIL THE APPROPRI ATE

AIJTHORIT¡ES I{AD AGREED ON THE AGRO-MOIIETARY CONSEQUENCES.

RESæRICIED /4.

{
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BESIRICTED

4. ORTOLI, BACKED BY IIATTHOFER (GERMANY) SPoKE 0F THE NEED FoR

I,IEMBER STATES TO ¡IOIC TAKE APPROPRIATE DOFIESTIC MEASURES TO

ACCOÍVIPAI{Y THE, REALiGN}|ENTS. fiIORGAARD ( DENI4ARK) CALLED FOR THE

EÀRLIEST POSSIBLE PHASIIIG OUT OF I'1C48. THE CHAflCELLOR COI{FIRHED

THAT lHE AGREEME¡¡T OlI THE PHASED I''ITHDRA"JAL OF THE ITALIAH IMPORT

scHEl{E, REACHED AT THE SEPTEHBER ECOFIt¡, WAS UNAFFECTED BY THE

DAY'S DEC¡ Slo¡ts.

5. THE MErrlNc LAsTED NEARLy eiexr HouRs. MosT oF lr w¡s coNDucTED

"IN THE CORRIDORS'' ANÐ THÊ PLEIIARY SESSION '/AS CONFINED TO

I'I INITIAL STATEHENT OF POSITIONS BY DE.EGATIONS AND AT THE

EID RATIFICATIOI¡ OF THE AOREË.'IENT HAMMERED OUT BY THE

PRESIDEIICY. DELEGATIOT'IS SPOKE }'ARMLY OF THE CHAT{CELLOR'S

S(ILL AilD ¡HPARTIAL|TY iH PNESIDING OVER A DIFFICULT

NEGOTI IT-OU.

6. POSTS SHOULD NOTE THAT THIS }IAS A MEETIIIG OF FIîIANCE I'/III'¡ISTERS

,flD t{oT A l,lEETlt{G 0F THE EColFl¡l CoullclL. THE DlSTlI{CTION

MATTE¡s pARTtcuLARLy To rHE tluxEusouRc c0vER¡IMENT BECAUSE F0RllAL

@U!{CIL MEETINGS I}¡ OCTOBER SHOULD BE HELD I}T LUXEI'IBOURG.

FCO ADVAI¡CE T0r
F@ - BRIDGES, HAI{NAY, 'SPRECKLEY, FRY

CAB - FRANKLIil , ELLI0TT, b/ENTìIJORTH

MAFF - ANDREI,IS' HADD0N, NASH

TSY - PS/CHA¡{CELL0R' I',ASS' COUZENS' HANCOCK,

BANK - PS/G0VERNoR, BALFoUR

HEDLEY-l4lLLER, FITCHEI.'

BUTLER
IÂDV'åNCED AS R¡QI'ESIED]

rBAME EOOtrOnIC
rRA¡.fE AGEISUIJII'8ts

ECD (r)

2

s

RESIIRICTED





o COMMITTEE OF GOVERNORS OF TRAL BANKS
OF THE MEMBER S

OF THE EUROPEAN ECONOMIC COMMUNITY

Basle 9th February 1982TH E CHAIRMAN

Express - Confidential

The Rt. Hon. Sir Geoffrey Howe, Q.C., M.P.
Chancellor of the Exchequer
Great George Street
London Str{1

My dear Minister,

I have pleasure in enclosing a copy of the brief report on

developmenËs on the foreign exchange markets of the countries whose

cent.ral banks participate in the concertation procedure during
- January 1982, which \¡¡as âpproved by the Committee of Governors at its

meeting on Tuesday, 9th February 1982.

Yours sincerely,
l

Carlo Ciampi
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o
Committee of Governors of lhe

Central Banks of the Member States
of the European Economic Community

9rh February, 1982

Confidential

BRIEF R-EPORT ON

DEVELOPMENTS ON THE FOREIGN EXCHANGE MARKETS OF THE COUNTRIES

I4IHOSE CENTRAL BANKS PARTICIPATE IN THE CONCERTATION PROCEDUR-E

JANUARY 1982

The present report surmnarises developments on the exchange

markets of the countries whose central banks particiPate in the

concertation procedure* and briefly describes their interventions

during the month of January and the first few days of February 1982,

I. DEVELOPMENT OF EXCHANGE RATES

The main characteristic of the exchange markets during January

was the firming of the US dol1ar against all major currencies. The

situation in the European Monetary System (EMS) lüas relaxed' the spread

between the strongest and \,üeakest currency never reached its ful1 width

and showed a slight decline over the month.

The behaviour of the US dollar on the foreign exchånge markets

in January lras to a large extent determined by interest rate consideraEions'

The eonsiderable day-to-day exchange rate fluctuations reflected the

volatiliry of US interest rates, whíle the firming of the dollar during

the month as a whole r,ras the result of interest rate differentials

moving further in its favour. The renewed upward tendency for US interest

rates, which had manifested itself in December, continued in January as

attention in the market turned away from the stagnating economy and decreasing

* The central banks of the EEC, Norway, Sweden, Switzerland, Japan'
Canada and the United States.
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inflation rate and focused on the recent sharp rise in uS monetary
aggregates and the large financing needs of both public and private
sec Lors

Interes[ rates elser,¿here did nor f ollow the same developments.

In Europe several central banks actually initiated a slight decline of
rates in their domestic markets. The Deutsche Bundesbank and the Netherlands
Bank in particular lowered their official rates in the third week of
January' moves which coincided with a reduction by the Bank of England

of its noney market intervention rates.
0n balance the US do11ar appreciated in January by 2.9 per

cent. against the EMS currencies. The rise vis-à-vis the Japanese yen,

Swiss franc and sterling amount-ed to 4, 2.6 and 1.6 per cent. respectively.
Within the EMS relative calm prevailed during the month under

review. The Bel ian franc remained at Lhe bottom of the system, but the
width of the band was never more than 2 per cent. and showed a slight
tendency to decline. These circumstances allowed the National Bank of
Belgiurn to follow the easing of money market rates by redueing, effective
7th January, its discount rate by one and its rate for advances by thro

percentage points, thus largely offsetting the rises it had decided on

during the December exchange rate crisis. compared to those in the
previous month the interventions of the National Bank in January were

moderate and virtually confined to sales of US dollars to stabilise the
rate of the Belgian franc on certain occasions.

Practically all through the month the Deutsche Mark maintained
a position slightly below the centre of the system, notwithstanding the
decline in short-term interest rates, which the Deutsche Bundesbank

initiated through its money market intervenËions and later confírmed by

lowering the special lombard rate from 10 1/2 to 10 per cent. effective
22nd January. 0n the other hand the exchange rate received support from

spot and forward sales of dollars by the Bundesbank in the third r¡eek of
January, when it atternpted to prevent the dollar rate from moving Ëoo

erratically and from the publication toward the end of the month of the

German trade and current account balances over December, which showed a

considerable furrher improvement.
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The French franc remained near or at the top of the EMS

throughout January. Despite the deeríne in French money market rates (the
call money rate fell from 15 1/2 to l5 1/g per cent.) rhe relativery
high level of interest rates remains a factor bolstering the position of
the franc in the EMS.

The Dutch guilder joined the French franc aÈ the top of the
.band where it traded comfortably with the backing of the consid.erable

'Dutch current account surplus. The decline in guilder interest rates as
the Netherlands Bank followed interest ïate movement.s in Germany by
lowering its official rates by one half percenrage point effectíve 22nd,

January did not affect the position of the guilder.
The Danish krone, which had started the month near the top of

the system, declined to the centre of the band in the course of the
month,'prompting the National Bank of Denmark to sell dollars in support
of íts currency.

The Irish pound declined from close Èo the top of the band aE

the beginning of the month Èo about 1 / 4 per cent. below the centre aE

end-month. Substantial sales of US dollars were made by the Central Bank
of Ireland during the month.

The Italian lira effectivel y traded within the narrow intervention
band, the difference with the weakest El"fS currency varying between one
and two per cent. in its favour. The Bank of ltaly supported the lira on
several occasions by selling dollars, most of which were sold in the
first week of January.

The pound sterling also lost ground vis-à-vis the dollar.
Against other major currencies, however, it showed a somewhat stronger
tendency, espeeially toward the end of the month when the threat of
industrial action by the miners disappeared and also following publication
of a further large current account surplus for December. In the third
week of January the Bank of England gradually lowered its money market
intervention rate by a total of 1/2 percentage point to 13 7/B per
cent., which enabled the clearing banks to cut their base rates by 1/2
percentage point to 14 per cent.

. The Greek drachma depreciated against the dollar by 3.0 per
cent., while it declined on average against the EMS currencies by 0.7 per
cent.
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After the year-end upward pressures on Swiss money market

rates had abated, the Swiss franc eased somewhat against
Later on it recovered agaj.n and the depreciation against
2.6 per cent . over f he month as a whol e \,ùas in I ine wi th
other European centres.

The Japanese yen declined in the exchanges, notwithstanding
again favourable balance of payments figures for the month of December.
This development is attributable to a widening of interest rate differentials
vis-à-vis Ëhe dol1ar and may also have had to do with active forward
covering by Japanese importers. The yen depreciated 4 per cent. against
the dollar. The Bank of Japan frequently intervened in the market by
selling each time li¡nited amounts of dollars in order to stabilise the
yen rate

The Norwegian krone lost 1 .2 per cent. against the dollar but
firmed by 1.7 per cent. on average against EMS currencies.

The Swedish krona , depreciating against the dollar by 2.2 per
cent" aiso firmed, but 1ess, agàinst the joinr float. Ho¡¿ever, as in
previous months, the Bank of Sweden sold sizable amounts of dolrars to
support the krona.

The further narro!/ing of interest differentials in favour of
the Canadian do1lar mainly due to the rise in US interest rates, weighed
against the currency. The canadian dorlar depreciated by less than 1 per
cent. against the us dollar and strengthened againsr all other foreign
currencies.

II. INTERVENT IN DOLLARS

Net sales of dollars amounted globarly to us$ 2.8 billion for
the month of January. Gross sales were usg 3.9 billion, while gross
purchases totalled only us$ 1. I billion. The corresponding gross figures
for December were us$:.5 bilrion and usg 2.1 billion respectivery,
resulting in net sales by way of intervenrion of USg 1.4 billion. The
largesÈ net sellers of dollars were again the Deutsche Bundesbank and
the Bank of rtaly; the latter central bank nevertheless intervened in
both directions. The Bank of Japan, the Bank of sweden, the Bank of
Denmark and the central Bank of rreland also made sales of dollars for
considerable amounts. The Bank of canada undertook interventions in both

the EMS currencies

the dollar of
that in most
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directions, bul on a more limited scale, with small net sales. The only

noteworthy net buyer of dollars, although on a limited scale, was the

Bank of England.

III. INTERVENTIONS IN COMMUNITY CURRENCIES

Total interventions in European currencies amounted only to

equivalent of US$ 0.1 bi1lion. These interventions have not been so

limited since May 1980. They mainly consisted of small intramarginal

purchases of Deutsche Mark against Dutch guilders and French francs.

ân

During the first week of February interest rate developments

in the United States continued to dominate the scene in the foreign
exchange markets. A srnaller than expected decline in the United States

money supply triggered off a new rise in do11ar interest rates in the

first days of the week, when most major US banks raised their prime

lending rates from 15 314 per cent. to 16 1/2 per cent., and caused

a further appreciation of the do1lar aga.inst all other rnajor currencies.
Toward the end of the week it gave up part of these gains as dollar
interest rates declined somewhat amidst increased market uncertainty
with regard to future interest rate developments in the United States.

On balance the dollar appreciated by 1.2 per cent. vis-à-vis the EMS

currencies and by 1.1 per cent., 1.7 per cent. and 1.9 per cent. against

respectively sterling, the Swiss franc and the yen.

I,üithin the EMS the situation remained essentially unchanged,

with a relatively narrohr spread between the weakest and strongest

currency. Mainly toward the end of the week, however, both the National
Bank of Belgium and the Bank of ltaly provided some intervenÈion support

to their currencies. Interventions in dollars amounted to net sales of

US$ 0.5 billion, most of which were undertaken by the Bank of Canada,

the National Bank of Belgium and the Bank of Italy. Gross interventions
in European currencies amounted to a countervalue of US$ 0.1 billion.

¿J
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l.
ET DES MONNAIES DES AUTRES-.BANQUES CENTRALES PARTICIPANT A LA

io¡¡crRrarroN SUR LA BASE,DES coURS RELEvES LE 28 DEcEI'IBRE 1978
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¡t ECU 1,37773; t 0,48040; $Can I,18652; FS 1,62L5; Yen 193,30; KRS 4,2850; KRN 4,9910; DR 36'0500;

cours médian des monnaies participant au SME 1,3806. Le cours nédian des monnaies participant au

SME représente ta moyenne journalière des cours des deux monnaies à marge de fluctuation de 2'257"

exprimés en dollar nÛ, qui se sont éloignés le plus de leurs cours pivots bilatérfux actuels'
4 févríet 1982
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MOUVEMENTS A LIINTERIEUR DE LA GRILLE DE PARITES DU SI'IE

CALCULES SUR LA BASE DES COURS OFFICIELS DE LIECU DANS LES

DIFFERENTES MONNAIES PARTICIPANTES

Cours drintervention supérieur de la lire italienne *
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* Les cours drinterventions supérieur et inférieur de la lire italienne représentent 1récart maximal

théorique par rapport à la monnaie 1a plus faible respectivement la plus forte dans la bande de

fluctuation étroite de ¡ 21257".
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EVOLUTION DE LIINDICATEUR DE DIVERGENCE *
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* Ltindicateur de divergence a pour but de mesurer, sur une base comparable pour toutes les monnaiesParticiPant au mécanisne de change européen, la poáition drune monnaie vis-à-vis de son cours-pivot ECU.Ltécart maximal de divergett"" 
"ri le pourcentage maxinal par lequel le cours de narché de 1'ECU danschaque monnaie peut s'apprécier ou se déprécier par rapport à son cours-pivot ECU; il est exprimépar t 100, le seuil de divergence étant t 75. Les données qui ont servi àe base à l,établissement dece graphique sont les cours de lfEcu exprimés en termes de diverses monnaies, cours qui sont toutefoiscorrigés des effets des flucÈuations de la lire italienne et de la livre sterling au-delà de la margede 21252 vis-à-vis des autres monnaies participant au SME.
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EVOLUTION DE LA LIVRE STERLING ET DES MONNAIES TIERCES DES BANQUES
CENTRALIìS PARTICìPANT A LA CONCERTATION PAR RAPPORT A L'ECU

SUR i,A BASE DES COURS DU MARCHE RELEITS LE 28 DECEMBRE 1978 *
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I I4MEDI ATE FCO

TELNO 35ø8 OF 4 OCTOBER

l!'¡F0 PR l0R I TY EC P0STS.

cor.fMr¡mQnE
ofi 4 ofioBER 1981, T.HE MINISTERS AND CENTRAL BANK GoVERN0RS

oF EÊC ME¡{BER C0U¡¡TR! ES HAVE BY MUTUAL AGREEI4ENT, I N A CoMî'|oN

PROCEDURE COMPRISII'¡G THE COMHISSION AIID AFTER CONSULTATIOII OF THE

ùOÌ{qfARY C0r'tHlTTEE, DECIDED 0t¡ AN ADJUSTMENT OF CE¡ITRAL RATES

ì'/ITHI¡¡-THE EUROPEAN MOIIETARY SYSTEM. THIS AIUUSTì,IENT LEADS TO THE

mLLOtllt{G CHAI'ICES lN THE BILATERAL CE$ITRAL RATES¡

- THE DEUTSCHE MÂRK AI{D THE DUTCH GUILDER ARE REVALUED BY 5.5
PERCENT VIS-A- VIS THE DANTSH KRoNER, THE BELGIAN FRAilC,

'lHE LUXEMB0URG FRAiIC At¡D THE IRISH P0UND¡

- THE FRENCH FRAH,C AND ITALIAN LIRA ARE DEVALUED gY 3.ø PERCENT

vls-A-vls THE DANISH KRoNER, THE BELGIAN FRANCE, THE LUXEMBoURG

FTANC AND THE IRISH POUIID.

THE BILATERAL CEITTRAL RATES DETI,/EEN THE DANISH KRONER, THE

BELGIAH FRAt{c, THE LUXEI,ÍBOURG FRAilCE mn fHÉ IRISH P0U}|D

nsnÌ{ì ¡¡ uNcHANcED.

lHE NE!' BILATERAL CENTRAL RATES AND THE COMPULSoRY INTERVENTIOH

RATES HILL BÉ COMMUI{ICATED BY THE CENTRAL BAI.¡KS IN TIME FOR

THE OFENII.TG OF FOREIGN EXCHANGE MARKETS ON 5 OCTOBER 1981.

IHE NE}J ECU CENTRAL RATES RESULTING FROM THIS ADJUSTMENT ARE

THE FoLLowiNo (tN uNtrs oF NATIoNAL cuRRENcY PER Ecu).
BFR/LFR 4ø.7512
D',f 2.4ø989
tFL 2.66n2
IXR 7.9T',L7
FF 5.¡f443
LIT L}øø.ÇI
tRL ø.684452

THE Mt¡¡lSrEnS HAVE REQUESTED THAT Tt{E AGRO-Þ101,¡ETARY CONSEQUE¡ICES

OF THIS ADJUSTI.IENT BE RAPIDLY EXAMINED BY THE APPROPRIATE

AUTHORI TI ES.
FCO ADVANCE TO:

FCO - BRIDGES, HANNAY, SPRECKLEY, FRY

cAB - FRANKL I N, ELL I0TT , \,/ENTì/oRTH

MAFF - ANDREWS, HADDoN, NASH

TSy - PS/CHANCELLoR, VJASS, COUZENS, HANCoCK, HEDLEY-MILLER

F I TCHEV/

BAilK - pS/eorienru0R, BALFOUR

BIr!ËEn [aDva¡rcED AS REQU-ESIED]
rR.AI{E
FRA}ÍE

ECONOMIC
AGBICItf,lIrBE
)

3is

EcD (I EESTRIClED
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CO}IFI DEI{TI AL

FnAfiE Ecollorll c

FRAT1E AGRICIJLTURAL

!ÉSKBY 2218øøz

F1.1 U|(REP BRUSSELS 2216tß7 FE3 82

l0 I llÈlEDl ÀTE FCO

TELEGRAII TIUI'iBER 673 OF 22 FEBRUARY

IIIFO TMI,IEDIATE EC POSTS

CONFIDEN!IAT

[\

EXCI{EQUER'

BEGI I{S

Ml iluTEs

ol{21FEBRUARY1982'FltlÀf.lcEHlt{lsTERsAtlDCE||TRALBAI{K
oovrRl¡ons oF THE EEc HEI,IBER sTATEs, HITH THE PARTIcIPÂT|Oil 0F

lHEæm¡{lssloH,tfilHBRUssELsToDES¡DEo|lA!{AD.JUSTHENT0F
THE CENTRAL RAÎES r¡rlTHlt{ THE EUROPEAI{ M0ì{ETÂRY SYSTEI¡i'

AT THE gorcLustoil oF THts HEEfIîrc, ffE cotrt'lulllauE sET our

in rng ANNEx \dAs APPRovED.

IT WAs AOREED THAT THE FOLLOIIIilG DECLARATIONS SHOULD BE

INCLUDÉD lN THE ¡tlttUTES¡

L ulTH REFERENCE T0 PARAoRAPH 1 0l{ PAGE,.2 1l^.1:t 
cot{r4ut{lQuÊ

(,,nowlTHSTÀI{DltlGAt{YPRovlsl0llT0lHEG0!¡TRARY.....,')

-''lFlHEÐATEoFIAPRILIIERENoIACHIEVED,THEI'¡IEI{BER
sTATEsAFFESTEDREsERvgIHETteHTToRAISEAGAINTHE
QuEsTlotl.THEoT'{ER¡{E}TBERsTAlES^l'lDTllEcol'll.tlsslcl{
RESERVE THEIR POSIT¡OI,I OìT SUCH A REQUEST'''

-lITHEl4lt{tsfERsDEc¡DEDTHAT,FoLLoUtIIGTHESEREALIo¡¡MEl{TS,
À}ID FOR THE SAHE PERIOD TS LNVISAGED FOR lHE !4CAS' THE

APPLICATIONOFTHERULESgOilCERilING''FRÂIiCH¡SES''ìi,OULD
}lolBEPERî,,i|TTEDToLEADToTllEAPPLlcATlor¡0Fl.tcAs
BEYOND THOSE AT PRESEI{T IN OPERATIOII.,'

2. rdtTH REFERE¡|CE TO PARAGRAPH 2 oN PAGE 2 0F THE CoHMUHIQUE

( , ,THE AGREET{E}¡T REACHED otl THE BELGT AN FRANC. '.. ' | )

g4S REÂL IGilHEI{T

FoLLol,,llt¡GARETExTs0Ft.tl}¡uTEsÀllDcot4Mut{lQuEoFÌ.lEETtl{GcF
Flt{AilcEl,lllllSTERSAllDgEllTRÀLBAtlKcovER¡¡oRsgHlgHTooKPLACE
lN BRUSSELS otl 21 FESRUARY' CHAIRED BY lHE CHAIICELL0R 0F lHE

''THE BELGIÀN GOVERNMENT YILL SXA}4INE THE RSQUEST OF THE

LUXEHßOURG GOVERNI'IENT RELATIilG TO THE POIT'¡TS -ÏHICH THE

\,rlsltEs T0 RAISi iH THE FRAI.4EWORI( 0F lttE r-lollETARY ASSoC

BETIiEENBELG|Ut,lAllDLuxEllBouRG'^NDldHlcHlTHASBRCUG
TTIE ATTEI.¡TIOI,I OF THE BELEIAN DE'LEGATIOI{.,"

CO!¡TIDENII.EL

r

LAÎTER
I All0N
HT TO

,/coxMuNIqItE





col{truit ¡ QU E coIü¡IDENlr ÀT,

OiT 21 FESRUARY 1982 THE I.IIIIISTERS AHÐ CEIITRAL BANK GOVÊRNORS

.JF EEC ¡1EMBER COU¡{TR!Es HAVE By MUTUAL AGREEMENT, t¡¡ A CoMMON

PROCEDURE COMPFISIIIG THE COM¡IISSIO¡,I AND AFÎER CO¡¡SULTING

THE I'ICIIETARY CCi{IVIITTEE, DECIDED TO ADJUST THE C¿I¡TRÅL RATES

!{THIN THE EUROPEAi¡ FIO}¡ETARY SYSTEH AS FOLLO!íS¡

- THE EELGlAfi FRA¡|CE AND THE LUXEfiBoURG FRANC, 0i¡ THE oNE HAì¡D, 41"{D

THE DANIST'| KRotlEp, oit THE oTHER, ARE DEV¡UUEE, By I AND A HÂLF PER

CEilT TND 3 FER CENT RESPECTTVELY VIS-A-VIS ALL OTHER PARTICIPAÎII.¡G

CURRENCI ES:

- THE 8ILÂTERAL CEHTRÂL RATES B€Î*EEII THE OÎHER PARTCIPÂTIIIG

CURRENCI ES FEI{A ll{ U}ICHAilGEDT

- THE NEU ECU CENTRAL RATES (til UNTTS 0F r{ÅTtor'¡AL CTJRRENCY

PER EçU) ÂREr

BFRILFR

Xs4

HFL

DKR

FF

LIT
lqL

44.6963
2.4L8L'
2.6729r¿
9.18382
6.t9564

Læ'.L3
ø.686799

THE NEI{ BILÂTERAL CENTRAL R^TES Ar,¡D THE CùT4PULSORY l}JTER-
\,ENT|Otl RÂTES |flLL Bt COÎ'{tlulllCATED BY Tl{E CEI{TRAI BAIúKS lN Ttt4E

FDR THE OPENING OF FOREIGN EXCHATISE MåRKSTS ON 22 FEBRUARY 1982.

NoTì{tTHSTANÐtltc At{Y PRoVt Sl0n T0 THE C0NTRARY, THE ¡TEHBER

STATES PART¡CIPAÎIXG ITI THE ET,1S FOR HI'IICH MOIIETARY CCMPENSATORY

IüOUI{TS YTILL BE CREÀTED OR AIIE}IDED AS A RESI'LT OF THESE REALIGN-

!€NTS, vlLL r{0T ASK FoR, Ar,lD lHE go}l¡rlssloil bilLL }¡0T PROPoSE,

A¡¡Y CHAIIGES I N THE COI"IPENSÀIORY Af'lOUfTlS SO CREATED BEFORE THE

COIICLUSIOH OF THE PRESE}¡T AGRICULÎURAL PRICE-FIXING PROCEDURE,

RECÀLLIilC THAT SUCH IIEGOT¡ATIOf.IS Si{OULD NORT.ALLY BE COHPLETED

BY T APRIL.

fHE AGREEHENT REACHED OH lHE BELCIAil FRAHC HAS RE@GI{ISED

rS PÂRT OF THE I.IEASURES BSII'IG TÀKgil BY THE BELGIAN GOVERI{I{€NT

1O DEAL- YITH THE STRUCTURAL PROBLEIIS OF ÎHÊ BELGIA!{ ECOI{OI'IY.

CTHER IIEI4BER STATES III3HED TO EXPRESS T}IEIR SOLIDARITY I{ITH
Bg,GluM lil THts EFF0RT, THE SUCCESS 0F ¡'HtCH UoTJLD CoNTRTBUTA

TO THE STABILITY OF THE EI.IS AS UELL AS TO THE STREilGT!{ENIIÛG

III THE COÍ.TüUIIITY OT THE BELGIAII ECOÍIOI{Y. DESPIlE COHSIDERABLE

Dl FFERENCES lr'¡ Îl{E UilDERLyING Ecoilor,ltC CoNDtTl0r{s, T'dE LUXE,TSoURG

GOVERTÍI{ENT ACCEPÎED T,HE ilEED TO FOLLOU THE DEVATUÅTION OF THE

BELGIAI{ FRANC, l¡l VIEH 0F ITS LOI{GSlAllDll{G HO!{ETARY ASSOCIATI0ß I'JITH

Ba.GI UH. -2-
CONTIÐE¡TTIAT ,/T{INISîIRS





CONI'IDEN$IAl,

¡rìNISTENS COIIFIRI.IED THEIR INTE}¡TIOII 10 RETURil AT lHE

IEXT HSETI¡|G 0F lIlE ECOlFlll.coulfclL ot¡ 15 t4ARC]l 10 THoSE

Î-IEASURSS FOR THE STREIIGTHEIIII{G OF THg EüS UHIC}I THEY

lDENllFlEÐ 
^T 

THEIR FESRUARY t',lEETltlc OF Tl{E Eæ/FlÌl couf',lclL'

THESE T,JERE oREÀTER COI{VERGEIICE ÎHROUGH CoORDlllATlotl 0F

ECOITOHIC POLlClEs, ltilPRovElrEnls lll THE l{€gHAlllsHs 0F T}lE

SYSIEI,I AT¡D UIDER USE OF THE CIJ. -THE COUI¡CIL UILL ALSO

oßslDER THE'ROLE OF lHE Cot'lt'lultlTY LoAN FACILITY, A!¡D 0F

Î}tE llEV CoÎ{llul{lÎY LoAl{ trllsTRUl'lEl¡T, lt{ THE ADJUSTmEilT PRoCESS'

orDS

Fg! ADVAIICE T0¡
FCO - BRIDGES I{A¡¡IIAY SPREO(LEY FRY

CA8 - HAI{COO( ELLIOTT UEIITIIORÎH

HAFF- PS/HIll¡STER SIR B HAYES STAPLEToñ HÂDDoll

13y - PS/CHANCELL0R StR D UÂSS StR X COUZENS LITTLER HEDLEY-II|LLER

FITCHEU PEET

BANK- PS/SOVERilORS LOEH¡I IS

B'lLER

ÍRA¡{E ECONO¡ITC
FBAME AGRICULSUN¡
ECD(I)

[aDvA]fgED À6 FSqUESÍED]

-7-
CON¡IDET{[IÀt
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Rate ChangesPossible EÌ"lS Realignment: Green

At the Prime Ì'{lnister's brief ing meeting for the EuropeanCouncil on 24 l'{arch, the Chancellor õf the Eichequer' raised thequestion of green rate ciranges follou'ing any nerl EMS realignment.
The Chancellor explained that at the last EMS realignmentconference it had been agreed that consequentiai green rate

changes should not be made at once because the ¿ nñuaI pricefixing was being negotiated. There had been a cispute betweenthose rvho wanted to postpone the consequential gteãn rate
changes until 1 April and those who wanted them postponed untilthe ner"' prices were agreed, whenever that was. If the French
now asked for a new reaLignment, it was probabie chat a numberof other countries would take advantage or the opportunity todevalue their central rates as well so that they õourd thensecure greater price increases for their farmers. The Communitycoul-d thus be f aced rvith potential devaluations of green ratesby France, Belgium, Denmark, rtaly and rreland. îhe chancellortherefore needed agreement on a line to take if the question.ofthe tlmlng of eonsequential green rate changes was discussed at
a. new realignment conference (whieh might be calred at veryshort notice ) .

rn discussion it was pointed out that our poliey in the past
had always been that a hlember State was free to'adjuåt its g"ãenrate in line with a change in its central rate j-f 1t rvished sothat, if others wanted to change their green rates immediatel¡rafter a new realignment, it rvould be extremely difficult for theunited Kingdom to resist on its own. If the green rate changewere made at once, our price fixing lever would to some extentbe weakened. on the other hand, we would be able to exploit theopportunit¡z to get the others to agree that no Member stateshould be forced to adjust 1ts green rate if it did nor wlsh todo so.

Summing up the discussion, the Prime lrlinister said thât thechancel"lor should tr5' to get agreement that green rate changesshould nor be made during price fixing negotiations. But weshould not stand on this position on our own. rf isolated, w€

/ should
\-ïG





r, o2

should instead try to secure âgreement that no lvJember Stateshould be forced to adjust its ówn green rate if it dld notrvant to do so. outside the price fixing season, our existingpolÍcy should be maintained - namely tirãt the unlted Kingdomshould be free to adjust its green rate when Ít ehose.

r am send.ing copies of this retter to Francis Richards(Foreign and commonwearth off ice), Robert Lowson (lr{inistry ofAgriculture Fisheries and Food) and David tVright (Caninet-Office).

we
$e ü"4"-

John Kerr, Esq.,
H.M. îreasury.
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lïr Lavelle
I{rs Hedley--Mi11er
l{r'A1len
I'1r Garsid e
l{r'Peet
I{r Donnelly

OABINET ]7 JLINE

f attach a sli-ghtly expanded spea!:ing note on tire EllS realignment,
naking rather aore -- as you- aslrcd of the policy measures
undertaken by those invorved. (1""r might also ]ike to have

. the attache.l .Snglish version of the communique issued after
the neeting; the l:olicy undertakings are described in broad terms
in the first three paragraphs on page Z).

2- r have also added a'final o¡tional- paragraph on the
us intervention in the foreign exchange- market on }londay - the
first for 14 months. The.A,mericans have been saying for some time
that they have been ready to intervene when markets are disturbed,
but this j-s the first tine they have actually done so. There has
been a good deal in the press on this,:and some comment night be
of interest to coll_eagues.

l
y\01

D I, C PMETZ





CONi¡IIJ3ìiTIÂL

1 The French recognised that a devaluation on thls scaie had to be

I
ì

I

I

I

l

!

accompa¡ied by a set of policy measures' and' certainly the Gernans

expected that. The French also recognlsed that they had to give

assurances about theÍr bud,get deficit. Through cuts in administrativ:

expendj-ture and through higher social security contributions they areÌ

red-ucing both their 1982 and 1983 defi-cits'

still- be higher than originally announced'

but the ßAZ deficit wi]-l'

They have limited their 
,

scope for expend.iture savings by protecting their recently increased

public investment progrâmme' Their hopes for checking inflation rely

heavily on incomes policy, âs lndeed do many of the expend'iture cuts'

so the French have been forced by events to move their policies close

to ours and to give more priority to fighting inflation' But it

remains to be seen whether they have done eno'iEh to convince the 
,

I

markets for 1ong. 
¡

l
I

4. The ïta1i-ans, who devalued. by 7% against the mark, gave assurance

about tlle direction of policy, which partly took the for^m of restatif

past und.ertakings and partly of reference to further unspecified

trdetai-lstr to be annor.¡nced in future'

5. These events demonstrate again that currency stabillty' inside

or outside the El{S, depend.s not on masslve lntcn¡ention but on

¡.rrir.s¿lng the right policies and retalnlng the confid'ence of markets'

Those who d.evalued. accepted. that changes of poiicy were required for

the purpose.

2

.r'1-, r 1...
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6. simil-arly'the Germans and Dutch, who were.appreciating, said
they hoped that the realignnent might facllitate more e>çansionary
policies in their countries. But given the way the foreign exchangr
narkets have reacted. since the weekend, with both currencies fallin¡
against the do1lar, it is perhaps now less ]ikely that thls means ar

early and substantial falr- in their interest rates..
[Th" figures for appreciations and. depreciatlons 

"g"""ä in the
realignnent determine the new l-irnits that countries have to defend.,
but the immediate effects were different. so far the nark has j.
fal-len agai-nst the dollar and. sterling, and the French franc is d.owr

only 5 or 6% on the mark as speculative positions built up before
the v¡eekend have been unwound. ]

7 ' Oe Monday in rather unsettled cond.itj.ons in the inned.iate wake

of .the realigrrment, the Anericans intervened 1n the foreign exchange
marlcet for the fi-rst tirae for 14 nonths - no d.oubt at Gernan

request. They pfovided. token support for the d.eutschemark and yen.
The inten¡ention was much too sma1l, to have any d.irect inpact in a
market in which najor speculatj-ve positions were being closed after
the real-lgnment, but lt d.oes not seem to have had any signj.ficant
psychologlca1 effect either.
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IE EGRAH !Vx¡ER 2441 0F 15 JUI{E 1982

_lxFo Roulixe saussEls RoHE prnis goxr
IxFo sAvt116 æpEilHAcEr THE H^GuE uu¡uir LUXEX}OUR6 ATHEXS
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rouovl¡s is rgrr oF cor+ruxtcur or exs nEr¡-iGH|IExT ñEET|HG ur
BRUSEELS OT 12 JUilE

BE6IXS

G lp JuxE 198t, THE xixisrEns AxD cExTRAL BAI{K covEnr{oRs 0F tEc
||Ð{BEßS_ooUrTRlEg HÂVE Dy HUT^UÅL AGREEXÐiT, lX A COi+{OX ?ROCFDURE

@þrPRlsixe rxE ccx{ìsslox A}rD 
^FTER 

coxgr¡-T^Tlox oF T}lE rrorETARy
q}IîHITTEE, DECIDED OI Ar ADJUTTHETT OF CÊXTRAL RATES TITHIT THE
EJRg'EAT ËOXETARY SYSTÐ{.

CilAI{GES I¡ BILATERT& CETTRAL TATES

- THE cHAxûE ir rx¡ ¡tlrrrrr¡- cExTR^L RATEs BETyEa¡ THE FRExcH
FRÂTS O'I THE OTg HAHD 

'üD 
THE DELTTSCH HARX ÂItD lHE N.rTCH

êUILDER OX THE OTHER XTXP IS lf PERCEI{T¡

-_:[TE çHÀrcE tx rxr ¡llrrent gETTRAL nrrÉs tETyEEi n_e lrr¡-lrr
URA O[ THE OñE HAXD THE DEUTSCH IIARX ATE THE DUTSH CUILDER OT THE
gTHEn xu¡ is I TERCET{Tr

- llrE çÞosg R^TES BETHEÐ rXE ¡rrl3 CROyil, ffÊ SE-eiAr FRÁiCE, THE

wx_tBouR8 FRAXC AltD TltE inisn pouËD no,rrlt utrgHÀxBED, HoL,EVER

r{E¡n H_LATERAL cs{Tp.AL ÊATEs vi¡ r vls rxE DEursgH rlÂRK 
^ilDurTcH €ulLDER ÅFE CI{AXGED Dy Ò,p5 ÊÊR CEltT.

EgU

INE

tlr
EFI

LTJX

D
TFL

IXR

F¡
UT
IRL

CEIITRTL ñAÌES
rEV ÊCU CEITRÂL RÅTES ÂRE TtlE, FOLLCHIt6¡
urìir or rrrìoxrt' cÐRRErcy pEr Eçu)

ål.t73l
FR {4. t7tt

2.3tng
2.57977
8.23å3
6.6139?
L]>G,27
3.69ttL|

ÏHE XEY-IILATERI CEXTRAL RATES AIID T}tE gO}IPULSOÊY IT{TERVE'{T¡OH
nATE! ytLL BE æH}rrJilC^TED By THE CEfiRAL BÂllX3 tl¡ T|HE FoR THE

o|Ei¡IÊ OF FOREIÊI EXCHATGE IIARI(ETS O'I 14 JUTE 19E2.

IHE Hll{lsTERs }lAvE REQUESTED THAT THE IGRo.+{oiETARy COr{tEQUEiCES OF

THtS lÂ.rusrt{E}tr ¡E nrpi[-y ExAr{tnED By THE AppRopRtrrg ¡ooi.es.
,/ Tue

r





THE AGsEt,.iËHT h'i{jcH HÉ.s ¡rt¡r FEÁcHED or{ THE cHAHsE ir rne irx'rnr¡-
R.{TE or rHE FREHcH FRr.rig }i^s Tr.Krx lxro cotstprnrrlou rxe
s.r¡srrxilAL_pRoÊRAxxE vxicH rHE rn¿Hcx GoYERHHEXT iXreXns ro
II{PLET{EilT YITH-THE HEfi rEï DAYS TO î¡TPNOVE THE SLOYDOYI{ OF THE
RATE OF I'{FLÅTIOI{ OVER THE FEXT 1S T,OHTS BY ESTABLISi{II{O COI{TROL

ov€R THE pust-ic rxD soclt BuDGETS As vFLL As ovER itrcoxEs rno
;RlcEs._Fnttcg u¡t-t- HoysvER tJ-so xrirriln HEAsuREs To supp0RT
FRoDUCTIVE IXVESTHFJTT At{D TO SREATE .¡O¡S lr rrnrlCuL^r FoR youN6

¡EopLE. rxr xlxisrEns ExpREsscD rxEln suppoxT ron rxiE pRoeRAXÈrE,

hlTH iEFERETTCE TO THE CHÅXÊE îr csxrnt RATE oF rxe trr¡-irx Ltnr,
rxg ¡rlrisrgRs REcoextsE THAT To-Drv's uecisìcn rlrs ir virx rxE
ñoGRAfir{ES æRCERXIXe rU¡ltC r¡lrÂxcE At¡D THE 6Ex€Rr¡- ECOxOniC
slTuATlor{ yHtcH THE tTAtl^ñ 6oyERñÞ1Ð{T pLAr(S TO lXFtEr.lEXT Ar{D

*lsn vtLL BE srrclrlEp t¡ nrrriL yttHltr THE rgxr FEy D^yt.

ÛE FEDERAL FEPUBLIC_OF ÊERXAI¡Y- AI{D THE TET}IERLÂ}IDS TOÎE THAT THE
IÀ''USTXEITS YILL FACILITATE POLICIES IT THEIR COU'TTRIES ¡IELPFII- 10
rr Ecor+orîc urn¡nn.

THE XI[IST€R8 OESERVED YITH SATISFASTIOT THAT THE FRESEI{T ACTIO¡ Ig
ryrrHER E_VIDEICE 0F THE A¡tLtTy 0F THE Þ,rS T0 FACE THE PRESEXT
t!rrrclr-ri_es gra{lt_c FÊor{ THE ilrrERNriloxru Ecoxoxi c A,rD }$rETARv
3tru^Ttor tx 

^ 
gptRlr oF gor-t¡¡niTy ArD coôpERlTton, AñD a.rERcf

STRETETHET ED.

ãDS

rcO åDYÂICE T0¡-
FçO FRY

C¡I YETIYoRT}I

Iî¡FF IXDRELS

tsy rs/cx^¡ce-LoR couzErs uiTTLER
F I TCHEY

E¡rx PElÊovER¡oR BALFour s^ñÊSTER

xgu-rv-*ìLL ER couRT PEEr

FCO ?ASE ETYITC TO @PEXHÅ6ET THE HACUE DI'BL¡T LUXÐ{BOURS AlHEI{g

E¡TLER
[llv.tncm &. RæEafrED ls REQTTEsTED]

ER¡.D{¡ ECONOHIC

EcD (r)
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FiÂht rli-1.;¡i C

¡: s'(¿,( 7(::?Et
rRiH uhF.g BRUSSA S tiióji¿ JUr{ 62
T0 l rl,iF:r¡ tTE F C0

fQ.f €i,AH liUr{3ER 2441 CF t5 Ji.:rE 19s 2 . . ' '
_llíFo RjuTltrE BRUSSELS F;Ct{E FARiS -\eHt
I'{FO SÂVIH6 CCPE}iHÁGET THE I{AGUE ÐI.CLI II LUXT-}J ?URG ÅTHÊÀ3

rcl,rot'lËG tS TEXT CF æ:?{U!.lqug Cf LAS Ft^Ltcïhr.rT TEETtHG ti
ÈRUSSRS 0¡ tz .lure

BEËITS

C lP JUTE 1982' THE HITISTERS A¡D SETTRAL tsÂHI( GOVERhCRS OF I.EC

TItBE¡s-courTniEg t{AvE ¡Y fiuTtuÀL A6REÐIE}IT, t¡ A çû¡-îvcr tÞgcË}uîE
T*¡ l s I rB Tr{E_ CO}?{i ssîor lrD AFTÊR CO¡SL¡-T^î| cr oF îHs Þ3r rTÀñ y
C&P,I{ITTEE, DECIDED Cr A¡ AÀJUSTFEÍT OF CBTTRAL f,.ATES r¡TH¡I THE
EURE'EÅT }TOßETARY SYSTg.

CX^hSES ì¡ ¡ìU¡TERÂL CEITRII RATEE

- llrE gÞ:Åï38 ir rxe ¡ilrrErl- cEfïR^L RATET BrTytEÌ THE FRüãi
FRüc 0¡ THE crt HlriD r.rD THE DELrlsg{ }rÅRr ÀnD THE ¿l,rTcH
ãJILDER C¡ TXE OTI{ER 

'{ÅID 
îS L' IEF.;EI{T¡

-_THE SHATGE fu rxr ¡ilrrepr¡, cExTR¡{, ÊATES lETyEEr rue tr¡¡.irrUir c¡ THE_0rrJHtrD TlrE DEuTscH r^Rx ArD tH€ DuTgH euiUnEn Or THEcñEÌ HÂrD ig I tEpeErTr
- Tlrt cÈûsg t¡rEs lFltù TXE ¡¿rl¡ cRelt, THE ÌE_eiÀr FRÂtcE, TxElir-a'¡3irô FF.^rg lx¡ THE intsx ÞouìE RElr^ir ulgH^ÈeED, lro.JEyEn
T¡{E¡r ttL^?EkA¡. gEi'îÞr¡ p.ArEE Vtt r vis ¡xe DE¡,TS3H 

'(ÅRÍ 
¡xD

DiTSi ÊUlLDEp ÅFE, gliÅtËtÌ Dy ¡,pt rEt CEtiT.

Ëtr ç¡t:Ft¡ Ìl:Et
Ï¡ lE_¡ F.Cti CÊrîFtL Êrrg5 

^nt 
TH¡, FOi"LãïlrÊ¡(tr uriTt or rrrior^L g,,rRRÐgl ¡Er ÉsrJi
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å¡.t?tr
l+.t7tt
2.ttng
¿.rE7t
B.gt4,
6,51!7
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ÏHE rEt_ ltLAÌERÀ- SE¡TRL RlrEs lrr Tl{t c3rtp,,r.*nv irÌERVÐ{T¡oti
IA?ES YILL II æI;UTIC^TEI DI THE CETTPAL IAIifS IT ti;E FOR THEtiltre oF FOREIÊl ExgHArcE plRrETs ot 14 JUIE lgEZ.

ÎHg ñ¡rìsrens H¡vE REouEsTED TI.AT THE lÊRo-flo;ET^nî coilsEouErcEE oFlHIS TÀ,USÎIEXÎ rE N^P¡r-Y EIA}IìrED DY THE rP?ROFRIATE IODIES.
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ì 'iÍE l.::.;.:i.i,iT 1 iL:i i,;: ; l.Fi it.;'., i t rH Tl:E c.liÅti6g ix r'¡g irxr;¿
r.ÂìE 0F ir-iE ¡ ñf Ì'ùH f [/',c. t:Ås f l-{ iA- i¡i'¡o criüt nrp.rricfl THE

.*;¡st¿r,-,iÅL pi.CI!eÅiiiiE h:-lcH -ii'lË I i.,-,.LH (.iYi í..i.itlxT ìi'iTtHDs io
¡xptErrxt lirn-iFiE Ht).'r t r'!d ¡¡.Ts 'ro ir:l iûvE T'r;E si*ûk'itttr oF THE

FJ.TE 0F lt;i-LrTlCl{ 0it-R ïi1E };IXT 18 tjrtJS 3Y t:Tt.sLlSHlhG CCâiìRÛL

cv€R THE PUTLIC JTD SCCiÄ- ËUt;tTS ¡S UFLL ÅS Ovr.R iXCCxrS ¡,EO

fPlCES._FRA.ìcÉ UILL Hgl'EYER ALS0 P.Atn*ILIR_xtÅSURtS l0 SUPP0RT

Ff,tDutTlvE lli_YtSTHEñT ,"t(D T0 CRETTE-JOBS l¡¡ P^RTlËù¡¡ ttt YC'irï6

FçjPl-E. THE r{¡tilS'rEirs EÀPÌtSSËD Ti.iElR SUP?Cñ"T FCR TTIS PÊ0êR,"Þi}iE.

vtn rrrERErrcE To ri{E cH¡.r6E îr crxrnru- RÅT€ cF rxe irr¡-iÂt( LlF.A,
THE HITISTEPS RECO-GI{ISE TI{AT TC.DÂY'S DECISICñ F¡T3 II VITH-TTE

t*oeRÀxHES EñgERXliË PUBLIC FlliÅIcE IHD T¡tE 6LT_ERÂL EgcHgHlC

SITUATIOT ÍHICH TH-E ITALI ÅX ËCYLìñHE}iT PLÂit TO II{FtEI{EIíT AIID

H{IçH Y¡LL IE gPECIFIED IT DETAIL IITHII{ THE XEXT FET DÅYt.

IHE FEÐERIù FEPUBLIC_OF ÊEÌËÀËY TXD THE TETHERI-ÂTDS TOTE T}IAT T};E

rÀtuSTìr,ÐtTS ilLL FACILIT^TE PgLlCl ES lr THttR COUxTe¡ ES l{ELlr'I- TO

rr EcÐtrcl.tlg uFTuRx.

THE tlIXIST.ER6 O9SERYED ilTT ÊATISFIçTICT.ÎHAT THE PRESÊI¡T ¡gT¡OT Ig
FUTTHEI EVIDEICE OF fHE 

'.IILITY 
OF THE RSS TO TTCI lHE PRESEXÏ

ITFFICTTTIEE ETE{IX6 FROI( TBE IXÎËR!TTIO'(AL ECETOilIC ÅItD ËCTFTARY

¡ln¡rrlgr lr r ¡rtn¡r or soLtDÀn¡Ty ArD coopERÂTtot, ÂñD Ð4ERBE

fTREIÊlHETED,
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EY T r:¡:$:n:OF Coii!Ìs ltrr;el

F I i;H-t'
l¿¡[ PEIÊ0YERìêß lLFoUl €ÂXâSiEr

HE-tr- EY.*ILL Ê¡ îÐ¡hi PE El
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Ftl uxREp BRUSSELS 2018002 MAR 83 
.TO I¡f MED IATE FTO

TELEGRAI1 NUHBER L2O6 OF 20 MARCH 1983

Jffi ïj:;JJJ,:':;;:;; .T,TNHAGEN rHE HAcuE RoME DUBLTN pARrs

E.t't.S, REAL TG¡¡t"tENT C0TJFERENCE

SUHI'IAR Y

1. MINISTIRIAL HEETING AD\,OURNED ÏHIS ¡.Í-TERNOON l./ITHOUT AGREEHENT.hrlLL RESUME AT 9 A¡,t T'tfORROt/ tr,t HCpE 0F REACHTNG AGREEMENT BEF0REEUROPEAN COUNCIL IIi LIGHÏ OF OVERN IGHT CONSULTATIOI,,S. CENÏRALBANI( G''ERN'RS HAVE AGREED ïHAT IIHEN T,4ARKETS 

'pEN 
T'¡roRRor{, ïHEOFFICIAL IilTERYENTION RATES hIILL BE DECLARED TEMPORARILY SUSPENDEDÂS ALSO THT OFFICI.AL DAILY,,,,*. IN THOSE COUNTRIES U/HERE THATAPPLI!S. KEY ISSUE IN DI$PIJ¡6 IS EXTENT AND DISTRIBUTION OF SPREÁDBET!/EEN FRENCH FRANC (FF¡ A¡¡ DEUÏSCHE M¡tRI( ( Df"1) .

DTTA ILED REPORT

i;,Jii'Jå1":iii;JJï, ïiJi:ilJ, Il**, ", DE Nî' F' ED FoLLor,,, NG MA' N

JJJ ;Jff]T 
OF SPREAD BETWEEN FF AND DI4 CONSENSUS !/AS FOR 7 - 9

( I.I) POSITIONS OF INDIVIDUAL COUNTR IES. GERI,IANS K,ERE PREPARED TOHOVE UPIiARDS I'IORE THAN HALF,O, U,, FRENCH RTSISTED ANY DO,,,NI./ARDI.IOVEI.lEHT OF FF ÂÏ ALL. OTHER ME¡IBERS ,N GEI¡ERAL PREPÀRED TO SLOTIIT (EELGIU'"I, LUXEMEOURG O,'O'UN'O*K FOLLOI./ING DI.¡ IN PART¡ ITALY
;Ji,'RELA¡¡D 

M'vlNG T0 E0ïr0¡r oF spREAD¡ AND DurcH 
'R'BABLy 

F'LLohrNc
(III) BACK UP HEASURES TO MAKE REALIGNMENT CREDIPL€. NO SPECIFIC
;:ffff:.' 

EIIERGED BUT FRENC' 
','i'O AT FURTHE* O'iO"*'S TO REDUCE

( IV) WIDEI'iII¡G OF I^ITÊRVENÏION MARGII,IS. NOT FAVOURED BUT OFFEREDFOR COI,ISI¡ERATIOI,¡ AS TEHPORARY MEASURE (SAY, TO 4 PER CENT) TOSECURE LAST DITCH 59¡Y¡¡9¡.
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3. AT. SERIES OF HINISTERAL HEETINGS YESTERDAY (I{ITH STOLTENEURGIN CHAIR) FRENCH (DELORS) REFUSED A¡IY CONCE"Iò* AND ÏHREATENEDT0 wlrHDÂ'Ât'/ FR0r'1 E.r'1.s. uNLEss cERF.ANs !/rLL',c ï0 BEAR c'MpLETÊBURDEN OF ÂT LEAST 8 PTR CENÏ ADJUSîI,IENT. CORE OF ARGUMEÑÏ WASTHÂT FOLLOI.JING JUNT 1982 REAL IGN¡,IEN1 FRANCE HAD ÏAKEIJ STR ¡t5 gPl"iiAsuRts T0 REsT'RE c'riTR'L 
'vER 

EC0N'f,ry: THEsE wouLD ïÂKE T rôiETO I{ORK AND THERE IJOULD SÏ ILL BE SUBSÏANÏ 
'AL 

GAP BETIJEEI{ FRET¡CHAND GTRMAN INFLAT 
'ON 

AÏ EIIÐ 1983. FRAI,ICE COULÐ NOî BE EXPTCTEDTO I"IAKE FURTHER sAcR IF ,cES I{H I.* ,0,,0 JEOPARD IsE ATÏEMPT' To A{¿6*ER

65caEr





SECNET
o
E. IN V IEI.J OF MARKET REPERCUSS IOIiS CENTRAL ÐANK GOVERNORS (V/ITH

GREAT RELUCTANCE AND APPREHEI]S IO¡¡) AGREED THAT FROl'i OPEN ING

TOMORROI,/ AUTHOR I T I ES VIOULD TEMPORAR ILY SUSPTND THE I R OBL I GATOFY

BUY ING Af,lD SELL ING R/iTES F0R THE lR PARTNERS' CURRENC IES (TH0UGH

RETAtNING THE RIGHT, tF THEY V/lSHED, TO INTERVtNE AT RATES 0F

THE lR CH00SING) At¡D, TJHERE APPLICABLE, CANCEL THE 0FF lC IAL FIXING

IN THEIR MARKET. THIS MAY BE }JRONGLY DESCRIBED AS ICLOSING

I4ARKETS', BUT CoMMERCIAL TRAt¡SACTtON t{lLL, 0F coURSE, CoNTINUE.

9. MtNtSTERS AGREED THÂT ST0LTENtsERG SHoULD lNFoRt'l PRESS BRIEFLY,

tJ'THOUT MENItONlNG ANY FIGURES,0F ADJ0UCNEHENT 0F DISCUSSI0I'¡.

BUT SEVERAL MINISTERS (NOTABLY DELORS) HAVE SPOI(EN TO PRESS AND

Ì'IA IN F IGURES SEEl'I þ/ELL KNO}'N.

COI,IME NT

10. PROSPECTS FOR EARLY ÀGREEMTNT TOMORRO}J DIFFICULT TO ASSESS.

DELORS PERSONALLY SEEilS TO WANT TO REACH AGREEMENT AI¡D HAS UADE

CONCESSIONS FROM OPENING POSITION BUT HAS SO FAR BEEN UNABLE TO

GEl NECTSSARY BACKING TO CLINCH DEAL. REPORTS OF IMPENDII{G

FRENCH GOVER}¡MENT RESHUFFLT COULD LEUD TO STRENGTHENING OF HIS

HAND, BUT T tHE lS SHoRT tF DE AL T0 BE STRUCK h' ITH GERt'4AltS BEFoRE

TOMORROI{ MORNING. IF DELORS UNABLE TO GET BACI(I,NG OVERNIGHT,

AGFEEl'1ENT BY FURTHER NETôOTIATION IN PCESEI¡T MIiIISTER IAL GROUP

T0M0RR0h MORNING SEEMS UNLIKELY AtlD BUCI( HAY ttlELL THEREFORE HAVE

TO EE PASSED TO EUROPEAN COUNC IL. NEGOT I.AT IONS HAVE hOT BEEII

HELPED BY POOR CHÂIRMANSHIP BY STOLTENBERG I{HO, DESPITE DIFFICULTIES,

COULD II'¡ OUR V IEW HÀVE Î'IADE GREATER EFFORTS TO BR IDGE SÎ'IALL F INAL

GAP.

11. CHANCELL0R L,ILL REI'iAlN ll'¡ BRUSSELS F0R RESUMED MEETING TOlvlORR0b,

(BUT WILL HAVE TO LEAVE BY LATE MORNING IN VIEt.¡ OF COHMONS BUDGET

DEBATE). Fli{ANCI{L SECRETARY lllLL, AS PREVI0USLY PLANNED, ATTEiID

ECOFIN (t'lHlCH lS DUE T0 FOPLOI{ RESUMED MEETING). U}lþllN I'JILL STAY

OIi IN BRUSSELS TO BRIEF EUROPEAN COUNCIL DELEGATION.

FCO ADVANCE TO:

FC0 - PS/S0S: EVANS: HANNAY

CAB - PS/ARMSTRONG: HANCOCK

MAFF - HAYES: ANDREI,/S

TSY - LITTLER¡ HEDLEY-MILLER: MONCK: PERETZ

BANK - PS/GOVERNOR: GILL

NO.10 - DUTY OFFICER (DESKBY 2O2OOOZI

BUTI,ER
IADVÁNCED AS REQÛESIED]
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EiìS ALIGNiiEIIT: PRESIIEI¡CY PFITSS CCNFERTi,ICL.

i. FÛLLCVJINC I5 SU¡.iliARY ÛF STCLTiI"JÊTRGIS PPESS CONFERENCE IN

EíìLISSiLS OÎ'J 2]. Ì4ARCH.

THi iIEGOTIATITIIS ¡-iAD tsTEN VERY IIFFICULT 3UT IT','iÅ.S IF1PORTA}17

TU i'.iOTi I HAT THEY I'i TRT i.iULT ILATERAL ¡:OT Ð ILATERAL Ðili}JEEI,I JUST

GtRt.iÀt{y /cit¡ FFTANCÉ. TlìE FlfiAL ACAÊÊl,itNT l¡lV0LViÐ A¡i 3 PÊRCtt¡T

.,iOViI.iT11T F¿T'JETI'i TI.IE I'ìARK AIiS THE FRANC. THi CfJI{SOUENCTS FOR

lìGÊ IC\JLTURE !JÛULÐ tsE CCNS IDSPTD I 1ÐY THE APPROPR IIiTE EOD IES' '
ÅCTI{JI'i I'OULD ALSO BE NITDED TO ãî.JSUfiE THAT THi STEEL PRODUCERS

PFICES TALLIED .dITH THI COI'ì¡iISSICII'S GUIilT PAICES \lJHICH ì/JTRE

IXPRESSÊD Ii'I ECU. THIS'dÀS PARTICULARLY IþlPORTAIÌT FOR COUNTRITS

RTVALiJ I IJG.

2. ALL GOVER¡;¡{E¡J'TS H/ìD HAi TÛ !'iÛVÉ FFOIi THEIl STARTITIG POSITIOIJS

IìIID ]HE OTIiiFIS HAD f'lADI CCIMPF:OiIìISES TO HELP GERþ,14I'JY AHD FRAl(CË'

SOi,1ã COiIIiTRIiS I'/ËRI PREPAFII,JI TO lAKE ACTION Ii'J THE NEAR FUTURE

TÜ REDUCi TH[-JJ -TRADE DIFICITS AND ¡.iiASURES \,JERE TO BE ANNOUNCED

SHORTLY II.I CAPITALS OR EVEN I.ìURIi{Ê'T'HE SUI'ii'1IT. SIR GEOFFRTY HO!,JE

HAD PLAYib Å VEPY VALUABLE FìCLE.

3. FçtiL rlDTED THAI , I N SP lTt CF TiiË LIiCK 0F 0FF lC I AL I lilTEÊVENT lOii¡

IiIIS;iTRING. Ti.iERi I]A¡ BEiI{ iiÛ CHACS II,J TIì[ ÊXCIIAiIGE i"JARKETS AI.ID

1iìi i4OVãiiiIrT Iii CURRiI,JCIãS EiNËRALLY RgFLiCTii IJi-iAT iJÂS AGREE¡ .

T!i IS SUGOiSTED Thi.\T '9]HÀî KAS ACRLED IJAS CRTD IELT.

4. ¡i. ÐtLCtìS, TäE FREilCH Fl¡rAliCE lillilSTãR \.'iH0 HIGHJACKTD THE PRi.SS

COiiFËFEÑCE HALFIi'ÅY TIIROUGH , STTI'iÉD TO BT SPÊAK ING F1OSTLY FOR

ÐCI4i3TIC CCIISUI.îPTIOir. HE TI'ïPHÂSISID TIiAT TIìERT COULD NOT BE A

t tV0RCa ;ii\,ittN f'10l.{EIÀRY C0OPiRÂT lCii AtiD 0THER ELEl"lFliTS 0F EUR0PEAN

PÜLICY. EUROPT I.iIST tsi FIRI'i I¡; ITS DTÀLIIiGS I'JITH OTHER LARGE

COUI;TPIi5. IT I.iUST ÂLSC RTVIVE INVESTF]ENT II'J HIEH TECHNOLOGY

liiÐUSi?Y. TliE TttlRl lriÐUSTF.IAL REV0LUTl0li iiAS r'10VlNG LESS

RAPIILY IN iUiìOPE TIlAIT ELSE\iHi¡E. FRAi'JCO/GERIìAii FÊIEIlDSHIP HÂÐ

I,IEiI THË VIIÀL FACTCI: Ii{ SOÊTINC OUT THE }IFFICULT ¡IEGCTIATION'

Th.ii FÄCT TiTAT THEY i]TNI FP I!;'J¡S iJ!AIJT THiY COLILD TALK FRANKLY

TûCETI-ilR. ThI LtSS S/r li ll"l PUI]L lC lHE BiTTtË

saa ani/v Ta,, !V VWI ¡ I \/.

FCC - C¡iC'r/l: iìFPL¡YARi' RCi,IF;TS (lì!t;S ¡f PI)
cÀI - Ði.iri !E

TSY - tiåRTlñ ¡-íALL rl¡lLE.Y-iilLLtii
Itû 1C- Crl!ìlST0Pl-lIkS0i'i (PÊãSS 0FFlÛ[) v]ÅLTI'¡ìS

THIS TELEGRAM
ËUILER VJ.qS l¡OT
f- kgn t:t EC-ôþô rt tc- Ân.,t/r-i,lCl?
tt LùLE)

SC HOLAÊ
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( | ) ñECor{¡itfiDATt0N 0¡r
ACC0¡?tAi,JCE'lg,IIti STEEL

(II) STAIEI.4E¡JT IN
THE EXCHÂNGE RÅTE

tsY THE RÊALIGNMËNT

PFICT FIXING.

C0i'¡F lDtiiT tAL
FRA¡tt EC0r,l0i.,l tc
Ft\ UKREp BËUSSELS ZI1735Z ¡,iAR
TO IMITED IATË FCO

ÏELÊGRAi4 ¡JUtllEiì telt OF Zi Í\,,AR

lñF0 PF¡ l0R tTy ALL EC pOSTS, tr,ASH I NCîC¡I

Er.iS REAL tGNt,iENT

].. I'iY IF-r CONTA I NS TE XT OF
R¡CORiI I NG AGRËEHËNT REACHED
DISCUSS'OIrS BTTIiEEN F INANCÊ

coN;-;Ðií.ii.lAL

TOK YO

COI'II.iUN IQUE ISSUED SHORTLY
l¡i FURTHER BtLATtRAL AND

I.lIiiJ ISTER TH IS MORN ING.

2' F0LL0h'lNG 0VERrr r6Hr c0irsuLTAîr0r! il.. pAR rs, DÊL0RS REHEARSTÐAGA tir pRcBLEr4s FAc r¡ic FRtNcH Ec0r.v0My AND 0pp0s rï rci! rc E¡1s rNFRAf''cE . HE ABANÐOfrED pR0p0sAL F0R ENLARGED ¡ iiïEËvENT r0N r*tARG *'s,3UT INSISTED Oí'J í.4INI¡iUI.i SPREAÐ OF 8 PER CENî EETWEEII FF AND D¡4,I."ÍAIí I, C IT ÛLEAÊ THÁf HE PREFERREÐ SPL IT OF D¡, PLUS 6 PER CENT ANDFF T4II.JUS 2 PER CEIiT AS OPPOSED îO STOLI.NBEFGIS DI,i PLUS 5 PEP CT,'iIAllD FF r"il¡JUs 3 pER ctNï. EorH HE Ari' sT'LïENÐERG, H0'EvER, rNs rsïEDTHÁT lssuË ¡1usr Ët sFTTLEÐ By F rí,JANCE r,Í lrÍ rsîERs A¡i,n i,rcï LÊFî 0vERFÙR ÊUROPËAN COUNC IL.

AFTER l PTi

PLE N Afr'Y

3. FûLLOr,Jt'!c FURIHER SÊÊlES 0F ÐlLÂî[ÍlÂLS, tN t,]iriCh,CHANCÊLL0p 0FT XCHEQUEÊ A¡,J' ORTÛL I ( COI,1I..I IS5 iOI! ) PLAYËD lJAJOR I I{TERIiEÐ IARY ROLE ,AORTEI'IENT I,/AS F INALLY RÊACHEÐ AROUIiI 12.30P¡i ON ADJUSÏ¡4ENTS SET0uT il{ c0Mf.iuN lQuE. TH ts l.lAS, HOþJEVËR, SUEJECT T0:_

C0lÍl'luNt0UE fHAI tlEtiÐER STATES pARTtCtpAîilìtc 
il,¡¡,IiCHANIS¡1 I/OULD NOT UNRAVEL NEI,] I4CA,S CREATEDBY ADJUST INC GRE¡I.I R/iTES PR IOR îO AGR ICULÏURAL

4. NEITii€R OF ABOVT TI{O POIhÏS hf:í?E DISCUSSEÐ AT Aí!Y LTNGTH OÊÐTTAIL Ih PLThiARY i,ÌIi'IISTERIAL STSSIOIi (ÏEXÏ ï,JAS I,ICT SUtsiIIÏTED FCRAOREEí':Ëi\iT) A¡]Ð TH;R.E i'ìAY i./ELL ts[ LOOST ENDS TC FOLLOLi UP. FORExAi'iPLi, tri suEstou[ñtLy LÊARNÉi Fp'i.l rF rs¡-i DiL:GAT r0tu ïHAT Ti-ri rfii'ìII{ ISTËR r,¡AY SEEI( TO RECPIii IiGR I-I,iOIiEÏARY ARRAI{GTi,Ii¡iÏS.

,. THÊR[ þ/ÁS NO REPEÂ1 i'JC FU'TIHIR íIEFTÊi¡,ICT IN TOIÀì¿IS DISCUSSIONSï0 PûsslElLtry cF FRirrcri B'RROsri;c uNDgF, c.¡ìiriui\jrry L0Ar,rI'lECHAtrlSt4, tsUf TälS CÁi{ii0T BE EXCLijÐED.

EARLY AÐJUSTI,iãNT OF STEEL PR ICES
PÊ' I CÊ GU I DEL I NE SYSTEþi:

il{

Dy firÂticiLL0R Ftìt0F.T0 Lu¡tcti F0p
Êufì0PtAN C0ui{c tL.

ó. PR l¡.tt
HTADS OF

I.i Ih'ISTËR I"/ÅS BR IEFrD
G0VERill.iEttI ATTE ¡,it_] I i,lG

CC.NFiTT¡.iiIAL / ?.
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CHANCELLOR OF THE EXCHEQUNN FROM: B UN',.{TN
25 April 1983

cc Chief Secretary
Financial Secretary
Mr Middleton
Mr Littler
Mr Byatt
Mrs Hedley-Miller
Mr Fitchew
Mr Edwards
Mr Peçêt zr--^
M-r Gray
Mr Hall
Mr Ingham

STERLTNG: THE ECU AND AGRTCULTURAL I4ONETARY TSSUES

Mrs Hedley-Miller's minute of 22 April warned you of a proposal to
realign sterlj-ngrs central role Ín the ecu in order to facilitate
agreement in this week's resumed Agricuiture Council.

2. We have now received a formal proposal from the Chairman of
the Monet,ary Committee, following a request from the German

Government, as in the telex at Annex A j-mmediately below. This
seeks a reply by t,elephone by t,his evening, but we have told the
Monet.ary Committee that they must wait until tomorrow.

3. The proposal was considered at a meeting I took with MAFF, FCO,

Bank and Cabinet Office this afternoon. The outcome of this is set
out i-n the agreed note at Annex B which sets out the pros and cons
and concludes that the balance of advantage for the UK lies in
going along with the proposal provided it secures a satisfactory
outcome to the price fl:::-ng. This note will be submitted to
Mr i¡ialker by I\,IAFF offic:als this evening.

CONFIDENTIAL





a c
c

-2-

4. Despite the messy nature of this piece of casuistry I am sure

that in the circumstances it is the right decision. The clinching
argument is at paragraph 6 (1) of the note if we refuse to accept the
proposal we could end up with a signifÍcantly more costly prj.ce fixing
and our wj-der posit,ion in the budget, particularly with t.he French

and Germans, would be more difficult to sustain.

5. At the same time I do not t,hink we should concede by return
we should make our partners work harder for it. Hence our proposal
that a hold.ing repl1 s:.cuic be senË Ëomorrow (as in the oraft below

Annex B), and that Mr Walker should be authorised to concede the
proposal during the Agriculture Council on Wednesday,/thursday
provided he can be satisfied that it will form part of an otherwise
acceptable package deal

I

!'

iJ

b

F
t

a

6. t therefore seek your agreement to despatching the note
Monetary Committee tomorrow as in the draft below and to the
in the interdepartmental note. I understand, however' that
MT Coles at No 10 is anxious that the Pri-me Minister should
consulled. Subject, therefore, to your views overnight, Mr

ought t,o consult. No 10 as quickly as possible in the morning

will supply an appropriate draft

to the
Iine

also be

Kerr
we

7.

the
I should add that l,,l.r Pym has been consulted by

Foreign Affairs Council and supports the above

!

his officials at
Iine.

B LINWIi\I
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I r' rt

rn-t +. r R,lA^{ oF TH: I'IONETARY C0il.'li'ilTTE¡, FOLLO'\IlNG A REÇUEST
0t',: Tt-la GER|'1A¡{ G0 vãRtwìENTr IS INITIATII'JG THE CONSULTAT¡ON

?OC¿DURE WHICH PRECEEDS A REALIGIS/¡ENT Ol PARITIES l{ ITHIN THE
8,. M. 5.

2. THË GER\4AN GOVERM'IENTIS PROPCSAL WOUI.-D, ON TH¡ SJE HAND,
MAINTAIN UNCHANÈD THE sILATERAL CENTRAI naT¡s BETI4ÍEEN
CURRENSIES PARTICIPATING IN THs EXCHANGË RATE MECI-IANISI',,1 OF

TË_E.M.S,, AND, 0N THE 0TH¿R| INC0RPORATE THE P0LND STERLING
¡N TH€ S,'STEM OF ECLJ CENTRAL RATES ON THE BASIS OF THE MARKET
EXCH.A¡..ilË RÂTE 0F ZZ ApR I L t 9Ð:i.

l: -TiYPii-15 -::c 
¡ s I s.

Tl-i:R¿ FOLLO'{S AN EXTRACT FRCI'1 THË GERMAN TELEX

THE A.PPRiCIAT¡S.I Af TCU.CENTRAL RÊ.TES DLJE TO T¡-IE DEPRECIATIONoi TH: THaORETICAL ECU/CENTRAL RATE ol THE poUND HAs CREATED
SEVËRE PRCBLE}|S IN THE AGR¡CULTURAL AREA A¡{D IN PARTIOJLAR
FOR TI.IE SUCCESSFUL COI€LUSION OF THE AGRTqJLTURAL PRICE
NEGOTlATlol'JS. BECAUSË, THe MARIGT RATE oF THE PûJND-STERLING
H¡5 APPREC I ATË,0 c0¡l5 t DERAËL,-r I N THE MEANI/H I LE, THERE HA\E
tsEEN sqJ.E DISûJSS¡ON ABOUT THE POSSIE¡LITY OF INICLUDING THE
Pq.JND-STERLING INTO THE EqJ AT A I.4ORË gJRRENT EXCHAÌ.IGE RATE.
THIS PROCEDURE I'{OLJLD ALLEVIATE Tf-lã PROBLEúS lN THE AGRICUL-
TURAL AREA.

TIIEREF0RE TH: GERI'1A¡',¡ MINISTER oF FINA¡,JCE w0LrLD LIKE T0
PROPOSE THAT THE POUND-STERLING BE II€LUDED INTO THE EC.J
O'I MT.,JDAY. APRIL 25THI WITH IT5 EXCTTANGE RATE OF APRIL 2? ,_

1fi3 ACC0RD I NG T0 THE RECOMIîENDAT I ON 8Y Tl-E MOI\ETARY C0l',fi I TTeE
oF ¿.pRlL 2, tg8o r{Hlcf-t ttAS ADoPTED By THE EC0FI¡{-CoUNCIL 0N
APRIL 21. î!gg.rr
l$ THE 0PlNlON OF THE I'iONETARY COMMITIEE wlLL -BE ASCERTAINED ¡N
A TËLEPHONE PROCEDURE WHICH I{ILL BE COMPLETÊD BY 25 APR¡L 1*3
AT I9.Oc HRS. COMMISSION STAFF RESPOhS¡gLE FOR THE CALCULATION
OF ECU CENTRAL RATES ARE'IN CONTACT I{¡TH TH¿ APPROPRIATË,
D¡PARTMENTS IN THË, MEMBER STATES IN ORDER TO ENSIJRE TFIAT THE
RE-INCORPORATION OF TþE POUND-STERLING DCES NOT CI'IANGE THË
sILATERAL CENTRAL RATES OF THE CTJRRENCIES PARTICIPATING IN THE
E.M.S. AT THE SAME TIME THE MEMBERS OF THE MONETARY COI''t/¿ITTEE
I..RË Eq.JESTED TO OtsTAIN TI-IE VIEW OF THAIR MINISTERS A¡{D
G0VERNORS 0N THE'FOLLO'/ING TEXT ¡ ,

oN 25 AÞRIL lÐ5, THE MINISî;ìS At{D CENTRAL BANK G0\ERNJ0RS
OF EEC ME-138R5 COUNTRIES HA\fi tsY MUTUAL AGREEMÊNTO IN A
Cü'4I4ON PROCEDIJRE CO¡/.PRISING Ti-IE COMMISSION AT.ID AFTER COI.J-
SULTAT l0N oF. THE MONETARY covr'l ITTE¿, DEc IDED T0 tiTTR ¡BUTË
TO THE PO.JND-STERLING A NOTIONAL ECU CENTRAL RATE BASED ON
THE MARKET EXCI-|ANôE RATES 0F FRtDAyf 22 ApRtL 193. Tl-E
3¡ LATERAL CENTRAL RATES BETWEEN THE' CIJRRENC¡E5 PARTICI PATING
lN THE EylS EXCHANGE RATE MECHAI.'JIS|'1 REMAIN UNCI-IANGED. Tl-E
NEW ECU CENTRAL RATES VfILL Bi PUSLISHED I-ATER.
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Non"e bv the Treasurr. l'ÍÂFF and FCO

S?ER],TNG: TiiT ECU A}'¡D AGRT I,ÍONET ARY TSSLIES

Tne Pronosal

As foreshadowed at the end of last t,¡eek, the Gernan Presidency have now proposed.
a realignnTent of the central rate for sterli.ng in the ecu r^'ith the intention of
making it easier for the Agriculture Council on l{ednesday this week to settle
outstanding differences about Germanyrs green D Mark rate and positive MCAs.

2' the proposa.l' which is set out in the attached telex to mernbe¡.s of the
llonetary Com¡nittee, is that there shoulc be a realignment r,¡ithin the ElíS in r,,hieh
sterling v;oul-d be íncluded in ine ÐCU at its rnarket rate of 22 April Ge. Z.j%
higher than the central rate ag:-eed at the rast realignrnent). other cur¡.encies
t"ould remain at their same bilateral pariiies v,'ith each other, althougfr lheir central
ra'ües v:ith the ECU rn'oul-d change. The effect of ihis Ër.oposa] is to:

inc:'ease the value of ihe ECU by just over 1f,í;

reduce the Ger-nans' I'iCA by I ?.6;

increase the negative l'íCAs cf F¡ance
. 4c/
by t/o

J' The purpose of this manouevxe.is t,o nal,e it easier fo¡ Fra¡ce to accept the
cornnissionts present p:'ice proposars by the ('*rhor-ly cosnetic) reduction in the
German Ì'{CA, which i'¡ould, presun:iabl¡r, substituie for part of the 3?i German green }íark
revaluation proposed by the Comnission. t{e unders'uand that the llonetary Comrnittee
telex is the ortcome of consul-ta-,ion betleen France, Ge:manl' and the Com¡nission and
is likely to have the suppor-ç o: othe¡ Member:-States.

t. ?he p¡os anC corrs of ::--. ::onosal, v;hich v"'ere d.iscussecÌ at a ¡neeting of
Deper'unents uncie:" Treasu:¡ J::-:'nanship this afte:.noon, are set out belor,¡. Tne
tel-ex to rnembers of the l"for:;e:-¡'Cornnittee asks for- the UKrs agreement to the
rroposal by 7 pm this evening. With the agreement of the other Departments the
-a'l'rea-qury has informed the ltioneiary Committee Secretar.iat that it cannot give a
Ì'esponse until UK Ì'finiste: -" have been consul-ted anC that the dead.Iine therefore
cannot be met.
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5. Departments see four cij.saC"'antages in the new nroposal:

(a) the proposed. trphanto¡r realignrnentrr is a vrholly

opportunistic device, r.,þiçþ is not consistent r+ith the

agreed system for adjusting the å ste¡ling rate in the

ECU. The only reason for choosing the sterling ECU rate
of 22 April is that this suits the German and French

Agricu3-ture Ministers. Ad hoc adjustments of this nature

are not consistent i^'itìr an orderly system r":hich aims to
promote a v,'ider roLe of the ECU;

(¡) the increase in the value of the ECU mea¡is that the

agricultural comrnon price level- expressed in ECUs v¡ill- be

]--: -1"^- TÞ,i e i -:.:ease ca: be :eal_isec :i tL: !,ie:nbe: s.rates¡^_ ba¡ ! -

vrith-TIgher negative I,fCAs (see paragraph 2 .bove) choose

or are allowed to devalue their green rates correspondingly;

(c) because of the operation of the l"!CA rrfranchise system?r,

the proposed aCjustmeni, r':i11 lead to cornpetitive distortions
to the tIKts disadvantage. Specifically, Danish and lrish
exporters of meat prociucts, including pigneat and roultry,
will have ar uncovenan+"ed advantage in c onpeting in the ïIK
ma¡ke',,. This wil-I be particularly unwelcome to our hard-
pressed intensive livestock sector;

(¿) the proposal woulcì set an unwelcome precdent, v,hich could

be expl-oited on subsequent occasions r.'henever the Agricul-ture

Council sees advan+,âg€ in doing so. Over a period this r+ouJ-d 
,

have a¡ upwards ¡atchet effect on co¡niton prices.

6. On the other hand, Departments also e.gree that if the TIK resists this proposal,

there could be the foL1or,.ing unuelcone consequences:

(i) the Ufi coul-C be v;ho1ly isolated in the CirP price
negotiations. If the Germans persisted in iheir refusal to
revalue the green D-Mark by the arnounts proposed, other
Member States could seek to :'esoLve the problen by agreeing

on higher price proposals; end the Commission, no"withstanCing

2





ñ its earlier refusal, might go along w'ith this' blaming

the UK. Îlhe cost of an extra 1!í price increase v;ouLd be

of the order of 15O-2OOm ECU in a fu1l year. Higher price

increases vrould be both unr.'el-corne politically (after the

favourable outcome of l-ast r¡eekrs Agriculture

Council) anci woulci be inconsistent uith our aim of keeping

dovr,.,the costs of agricuLture in the 1!84 budget;

(ii) the Connission could also react by putting forward

proposals to the disadvantage of UK rarmers in the price

fixing, eg. an attack on our va¡iable beef premium or a

reval-uation of the green Pound;

(:-i:.) our relations rn'ith f'ra¡ce and, rnore inrportant, Germany

would be worsened. at a time when we will be relying on their

support for a satisfactory solution of our budget problem.

Recommendat ions

?. Departments are agreed that the proposed device is an unv,'elcome one, r'rhich has

specific disad.vantages for the üK. But on balance it is nevertheless cl-early

preferable to the possible alternative of the Cornmission deciding to propose further

increases in cornmon priees (although it is not clear hov; like1y it is that they

vrould cìo that or at r.:hat stage). The Treasu:'y and FCO also cì'rar'' particular attention

io the risk that a refusal to help the Germans in tre !.¡a)¡ proposed could be harmful

to the prospects of ou:' sììccess in the negotiations on our budget refunds, in trhich

we uil-1 need to rely heavily on their he1p.

8. Depat'tments accordingly recomrnend that the UK shoulci not stand out against the

German proposal if a1l- other Meraber States see this as the only v;ay out of the

inpasse on the price fixing. Tney also agree, hor':ever, that i'u \r'oüId be p:'eriature

to give our âgreement in response to the present Mone*'ary Comrnittee teLex. If ve

do so, we woul-d have conceciecì r.:hat the French and Germans want v;ithout any firm

assurance that the CAP pri.: rlrgotiations v,'i11 be concluded on terms rvhich we cen

regarci as satisfactorY.

9. Departrnents accorCingÌ¡' ::c.c¡nrnend that v;e should send a holding reply to the

Monetary Cornmittee, v,'hich makes it clear that v.'e r'rould not be prepared to

cor:side: the present proposal- until after \dednesdayrs Âg:"iculture Council. At the

Council v"e vrould lhen see. to obtain the follouing objectives;

3





- (a) 'an understa:,Cing tfat "the 
Comnission's present

price proposals v:oulC be adopted, if the proposed change
in the steri-ing ecu rate is then made;

(¡) a sirnilar unde.standi¡e that the nev; negative MCAs

created b.v the monetar;,' adjustment v:ould not be remol,ed
u¡tiI the and of the 1983-8\ rnarketing year;

(c) some further i-mprovement of the present cAp price
package for uK farnersr F.AI'F are considering various
possibilities fo:' removing disadva¡tageous proposals ih
the sheepneat a¡d l_ivestock sectors.

In adcition, the draft reply makes it ci.ear that the Monetary Committee must
u':'gently agree on a:r orde:"Iy systen for adjusting the rate of sterling in the
ecu fo¡ the future.

10' A draft reply to the lÍoneta.ry Committee telex is attached at Arurex B.
Minísters are invited to agree to a reply beirrg sent in these te¡.ms and to the
strategy outlined in paragraph 9 above.

î





DRI,FI i{ESSAGE FROI.1 TiiE U}T MEI.ßMS TO TiiE CHA IRüA}I Otr' TiiE

MONETARY CO]I!'{JTTEE

With reference to your telex of 2l April, the United Kingdom

members are somewhat surprised at the procedure proposed. They

can f ind nothing in the llonetary Cornmittee's Opinion of

2 April 19BO which prescribes any nethod for the proposal and

adoption of a new imputed central rate for sterling except in
::e co:.te):t ci '; t'e -llgnnent oÍ currencies participat*:lg tr.
the exchange rate nechanism.

2. They are, furthqq, concerned that the suggested propedure,

being arr expedient, ano rel-ated io no agreed prineiples, will be

publicly judgeJ es such; and will not reflect well on the standing

of the exchrange rate mechanism of the European Monetary Systen.

It does not conform with the view, which the UK nembers thought

was implicit in the fnterim Opinion of l February 198?,, that

there should be systematic rul-es governing the imputed central

rate for sterling. As that Opinion noted, the approved nethod

had on the occasion of the realignnent of 22 lÍarcl 1981

"facilitated decislcns in the agricultural- field". But it
case

went on to say that "the opposite/ís however possible". We

had assuraed it t: : ,: agreec that procedures should be orderly

and symmetrical-.

t. ihe United i,:-ngdom mernbers note that the present proposal

has been made bec:use of "severe problems" in the agricultural

;
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area, and that it is suggested that v,'hat is proposed v¡ould

"alleviate" the problems on the agricultural side. rn view of
the monetary issues referred to above the uK consider it
essential to establ-ish in the Agriculture Council that, with
this ingredient,, the Agricu]ture Ministers coul-d in fact reach

agreement on all the outstanding issues being diseussed in this
rounci of price fixing negotiations. In this event the UK would

be ready to join in a further consultation of the proposai by

telephon" "rorj the members of the Monetary comuittee. They

woul-d however consrder ir preferable tirat any change jJl

sterring's imputed central rate shouLd be initiated by the

IIK and that, ,preferably, it woul,d relate to the nearest

appropriate date.

4. rn case this rrntidy situation should recur, the united

Kingdom members stress that, in their viewr âD examination

shoul-d be undertaken not l-ater than the Monetary Co¡anittee

meeting on 4 l{ay 1981 of methods to be used in future for
imputing a central rate for sterling, whether at the tine of,
or in between, realignments of other cumencies.
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STERLTNG: THE EcU A^.D AGRTCULIURÀL MONÐTARY ISSUE

A problem concerning sterling's central rate in the ecu hasarisen in relation to current pronosals by the commissionto the Agriculture council for-thä removal of i.1cÀs as Fartc'f their package of proposars for the present price fixing.Although others are af fäcted, the ¡nain' j-ssue affects Franceano Germany

rn essence the probiem is that the Germans ere cu*entl},resisting Commission proposals for a differential revaluationof !h" green DM b1, ZZ-32-, to reduce their MCAs, since thisvrould whotly or partllz r¡itlate , for German f armers, the ef f ectin DM of nev; price increases suggesteo by the commission. rfthe Germans refuse to revalue the green DM as prdposed theFrench are likerrz to reject the coñmi_ssion'= pii"ä irr.r".=".in view of the result.ani disparity in prices (in nationalcurrenci-es) that v¡ou1ô resurt as Letweän French and Germanfarmers, and the competitive aovantaqe the latter would haveboth in France and in third markets. - The French woul_dtherefore be rikery tro press for higher pri-ce proposals.Egually, Germany would on11: be likeÍy to accept the Commission,sproposais for removing MCAs if rhey ùere arso .""o*pãrì;ã-;;-" "
an increase in the present price pioposals.
The German Financ: l"-iniS',êr has -"hereiore proposed, through
!h. l'lonetarr: coiru**-:t.ee, rhat this deail-ock, shouic be brokenb1' our agreein_e :c e rea] ignment of the central, rate forsteriing in the ecu. The arrangements ere complex, but inessence the arrangement is es forlov¡s. rn accordance withthe normal ruies sterling v/as taken into the ecu at its2L l'iarch level af ter iasi month's Et,ls reaiignnent. sincethis level was very Iow, the effect wes to wea]<en the ecuoveral1, thus increasing positive lrICAs for Gernanr,. The
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present proPosal is that sterling shoulC in effect be reaLignedagain within the E¡.1s by bei-ng included at its market rate of22 Àpril (ie 7.3 per cent higher than the rate on 21 March).Other countries wouLd remaj-n at their same bj-Iateral paritieswith each other, arthough their central rates with the ecuwoul-d change. The effect of this proposal would be to increasethe value of the ecu by just over f pãr cent; reduce German
McAs b]'l per cent; anc i-ncrease French negative MCAs by r per
cent

Our soundings inCi-ca'ue that if we agiree to this device there isa very good chance that ag'reement wil-l be reached at theA'gricurture council on the basis of the commission's presentprice proposals.. Her Tietmeyer, the state secretary or trre
German finance Ministr]', has assureC us that this wiff be theirìn*pnr ì ¡,* :'rA !L - 1. ¡L.^.- ',^l-'l ¡' nr^a-cÊ !¡ sal I a,.. ¡L.,i -¿-- vç;¡ -:e'-- c-iL- --i.:'-. --ile\- -vJC ¡¿u !_ uÈ'!J= _L _u,.i_ruv. L.l¡¿s up bi'making firm proposals for bringing the agricultural spènaingreginres under control, building on the discussicn betl¿een thechancellor and Herlstoltenberg on this subject on 22 Apri1.
The pros and cons of the proposal are discussed in the attachednote b]'the Treasury, Ì\IAFF and FCO¡r¡":hich was agreed following aneeting at the Treasury yesterda¡r afternoon. The ccnclusicnof this note, which the chancerror eacorses, is that, subjectto certain êonditions, \^,e should accept the German Government'sproposal.

As far as the sterlinE exchange rete is concerned, the proposal
has no practical conseguences. The disadvantage on the EMS sideis that it is an arbitrary variatio¡: of the agieed procedures.
¡lore important, on the agriculture side, the increaêe in thevalue of the ecu would mean that the agricuJ-tural common pricelevel expressed in ecus v¡i1r be higher, ana which would havepractical effect if member states wj-th higher nçgative MCÀswere allowed to devalue their green rates correipondingly.
As against these d.isadvantages, we believe that there is eserious risk that the problem coulC otherv¡j-se only be resolvedby higher price proposars. These u"curd be likely to cost atleast 15o million ecu in a ful-l yeer and we coulã find ourselvesisolated (and in particular at odCs rn'ith Germany) , in a mannerinconsj-stent with our general posture on agricultural spencing
and the budget i¡. :efusing to accept what others would represãntes e technical c¡,a::ce.

In che circumstaiices, the Chanceilc¡ consioers that, subject tothe conditions se.u out in paragraph 9 of the attached r,ole, vJeshould be prepared to agree to the German Government's proposal.
i^G should not, however, do so immed.i-atery; there shoulc befurther discussj-on in the Agriculture Council tornorrow so thatwe can be satisf:ed that our objectives cen be attaineð beforev,'e assent to the ¡roposal,

CONPTDENTTAL
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r understand that both Mr walker and Mr pym support thisproposal. r should be grateful ii vou-rould put it to theprime Minister r vs yrvuau yLr.L r-L

I am copying this 1etter to Roger Bone at the FCO, Robert Lowsonat MÀFF and to Sir Robert Armsúrong.
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t/ J O KERR
Principal- private Secretary
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l'iote bv the Treasuryr I'1å,FI' anC fCO

ST¡RIïNG: TiD ECU AND ÅGRI i':OÌ'¡ðTi.RI ISSLîES

?he Fronosal

As foreshadowed at the encÌ of l-ast t+eek, the German Presidency have nov; nroposed

a realign-'lent of the central rate for ster"ling in the ecu with the in'çen'"ion of
naking it easie¡ for the Agriculture Councii on i,"ednesCay -uhis week to settie
outstancÌing differences about Ge:'rnan¡"s green D }iark ra+,e and positive MCAs.

2. lhe proposa.3., v;hich i-s set out in the attacheC telex to menbers of +,he

l'lonetary Committee, is that there shou1C be a realignneni vrithin the EMS in r,'hich

sterl-ing v¡ould be included in the XCU at j.ts mar"ket ¡ate of 22 April (ie. 7.3%

higher than the central rate agreed at the last realignment). Othe:" cu::encies
vroulC rernain at their same bilateral parities r.¡ith each other, althoug¡ their central
rates r.¡ith the ECU r^,ould cha::ge. The effect of this iroposal is to:

j-nc¡ease the value of the ECU by ;ust oi'e:^ 1lJ;

red.uce the Ger"mans' l'lCA b¡r I ?i,;

increase the negative l,iCÀs cf Franee
- 4c/
by tF

1. The pu:"pose of this rnancuevre is to rnake it easie:: for France to accept tÌ:e
Connissionrs present price pro;rosals by the (i'ho111'coenetic) reduction in the
Gerr,ran Ì"lCÂ, which wouid, p:"esunabl¡', substituie fo:' par+- of tlne J?! Gennan green I'iark

revaluati.on proDosed by the Comnission. We understa¡C that the líonetary Cornnittee

telex is the o¡.+"come of consul-tation betr*een Fra¡ce, Ge:'many a¡ci the Commission and

is likely to have the support of other Member:-States.

t. The pros and cons of t---* cz'onosai, v,hich v.'e:'e ciiscussei at a rneeting of
Depa:'tnent,s unde¡ Treasu:'¡' C;.airrnanship +,nis afternoon, are set out, beiol;. îhe
-"elex to menbers of the I'lo::e;ar¡r Comnittee asks for the lIKrs ag:'eenent to the
pronosal by 7 pm this evening. i{ith the agreement of the other Der:artme¡:ts the

Treasur¡' has informed the Ì'lonetary Comrniitee Secretariat that it ca¡rrot give a

response until UK Hir^iste:^s have been consulted anC that the deadline the:efore
cannot be r¡,et.
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F:-o¡¡fnJL tgts

i- Departnents see four disacvantages in the ner.r proposar:

(a) the proposed trrhanton realignmentn is a viholly
ooportunisti-c cìevice, which is not consistent r^¡ith the
agreed system for adjusting the I sterling rate in the
Ecu. The only reason for choosing the sterling ECU rate
of 22 Ap:il is that this suits the Gernan a¡d French
Agriculture }íinisters. Ad hoc adjustments of thi.s nature
are no'u consistent "'ith an o'derry systen r..'hich ains +"o

pronote a v,'ider role of the ECU;

(¡) the increase in the value of the ECU rneans that the
agricultural comnon p:'ice levei exnressei in ECUs l,,ilr be
':.1 r.-i- -..- c -'¡rrö¡'u- - aii¿L --.c:eese ca:i oe lealisec ii '":s Ì.1enber s.uates
v,ith higher negative IICAs (see par.agraph 2 

"bo.,e) choose
o. are allov;eo to deval-ue their gr een rates correspondingly;

(c) because of the operation of the l"lcA ,fr.anchrse systemr,
the p:'onosed acjust:rent '*iil ieacÌ to cor¡¡etitive distortions
to the uKts cisadvantage. specificarl;*, Ðanish and rrish
exporters of nteat p:.ociucts, including pigneat anC poultry,
v;ir1 have er LÌncor,'enanted aivantage in c onpeting in the ux
rnarket. This r^'ili be particularl¡r unv.,elcone to our hard_
pressed intensive livestock sector;

(¿) the proposal v;oulc set an unuercorne n¡ecdent, v,,hich could
be exploited on subsequent occasions i+henever the Agriculture
council sees advantage in doing so. ove:" a neriod this l+oul-i
have an upv;ards ratchet effect on cor¡non p:"ices.

6' On the other hand, Departments also agree that if the UK resists this proposal,
the:e could be the fo3_lordng u-:iv;elcorne conseouences:

(l) the tjK coulc be v;horI.v isorateci in the ci.p price
negotiations. rf the Germans per-sistec in their refusal to
.evalue the green D-l'lark by the amounts proposed,, othe¡'
l{enber states courd seek tc resorve the probrer.,r by agreeing
on higher price p: oposars; and the cor¡¡nission, notv,,itirstancing
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its earlier refusa.l-, might go along r,:ith this, blaming

the UK. The cost of a¡ extra 1% príce inc:'ease v;ould be

of the order of 1JO-2A0n ECU in a full- yeaÌ'. Higher price
increa.ses v'ou1cì be both unr',elcome politicall¡' (after the

favourable outcome of last ''.,eekts Agriculture
Council) and would be inconsistent with our aim of keeping

dov;..the costs of agricul+"ür€ in the 1t84 buCget;

(il) the Conmi-esion could also react by putting fonn'ärd

proposals to the ciisadvantage of UK fa:'¡ners in the priee
fixing, eg. an attack on our va¡iab1e beef premiu¡n or a

revaluation of the green pound;

(:.ii) our ¡'elations with France anC, more irnportant, Germany

would be v,,orseneC at a time rrhen u.'e u'iIl be relying on thei¡
support for a satisfactory solution of our budget problern.

Reco:'nrnendat ions

7. Departments are agreed that the proposed de:vice is an un',.'elcone one, r'rhich has

s¡ecific iisaivantages foi the UK. But on balance it is neve:"iheless ci-early
preferable to the possible alternative of the Commission Ceciding to propose further
increases in common prices (although it is no'u clear hov; likely it is that they

v.'ould do that or ai r..'ha+" st,age). Tne Treasury ancì FCO also cirar.r pa:'ticular attention
io the risk that a refusal to help the Gernans in tre v'av proposed coulC be harrnful
to the prospects of our" s.ìccess in the negotiations on our buCget refunds, in r"hich

u'e t'i.11 need to rely heavily on their heIp.

t. Departments accord.ingly reconrnend that the UK shouli not stand out against the

German proposal if alL other ltjernber States see this as the only v.'ay out of the

inpasse on the price fixing. They aiso aglee, hov.'eve:', that it l"ouid be p:'enature

to give our agreement in resÞonse to the ì:resent Monetary Comnittee telex. If r"'e

do so, we would have concecìed'*hat the French and Gernans \r'allt v;ithout any firn
essurarlce that the CAP prics negotiations v,'ill be concl-uied on terms uhich v.'e can

regard as satisfacto:'¡r.

9. Departments accorCingl¡':econnend that v.,e shoulC send a holding reply to the

Monetary Committee, r'.'hich ma-!:es it cl-ea:^ that v,,e r,,ould not be preoareC to
conside:^ the present nroposal- until after ileCnesda.vt,* i.6r-icullure Councii. At the

Çouncil v;e vould. then seek to obtain the follouing objectives;





(a) an uncie: sta::ding that the Connissionrs present

price procosaLs uou1C be adopted, if the prolosed cli:urge

in the sterl-ing ecu ra+,e is then rnade;

(U) a simiLar unCe:-ste¡cüng that the ne'". negative MCAs

created by the monetary adjustment. v.'ouid rot be : emoved

until the nnd of the 198-84 marketing year;

(c) some further irnprovement of the p:'esent CAP price
package for UK farners, 1"1/r!T are consiciering various
possibilities for removing disadva¡tageous p:"oposals in
the sheepmeat ani livestock sectors.

In addition, the d¡aft reply makes it clear that the Monetary Committee nust
urgently agree on arl orderly system for aCjusting the rate of sterLing in the

ecu for the future.

10. A draít reply to the l'íone'"ary Connittee tele>: is a'"tached at Annex 3.

Ministers a¡'e invited to agree to a reply being sent in these terrns and to the
strateS;-v outLineC in parag:'aph A above

;
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DRAFT ]{ESSAGE FROM TiíE UX MEI'ßB.S TO TiiX C}L{IRJ"IAN OF T}ir
I'IONETARY CO ]'1{ITTEE

with reference to your terex of z) Aprír, the united Kingdom

nembers are sonewhat surpri-sed ar the procedure proposeo. They

can f ind nothing in the r{onetary connittee's opinion of
2 April 19Bo v,'hich prescribes any method for the proposal- and

adoption of a new imputed central rate for sterling except in
'ihe context ci c iaì--gnnent oi currenc-es pal;icipaiing in
the exchange rate mechanism.

2. They are-'-íurther, concerned that the suggested procedure,
being arr expedient, and rerated to nc agreed principJ-es, wiì-l be

publicly judgeJ es such: ano r.rill- not ref f ect well on the standing
of the exchange rate mechanism of the European lYonetary Systen.
It does not conform with the view, r¡hich the UIí me¡nbers thought
vras inpriclt in the rnterim opinion of ,1 February 1982., that
there should be systernatic rules governing the imputed central
rate for sterling. As that Opinion noted.' the approved rnethod

had on the occasion of the realignment of zz lrarch 19al

"facilitated decisions in the agricultural fie1d". But it
case

went on to say that "the opposite,/is hor^rever possibl_er'. We

had assumed it tr re agreed that procedures should be orderly
and symmetricai.

t. îhe united iíingdom members note that the pr:esent proposal
has been made because of "severe problerns" in the agriculturaL

l
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aree, and that it is suggested that what is proposed v¡ould

"all-eviate" the probrens on the agricultural side. in view of

the monetary issues referred to above the IIK consider it
essential to establ-ish in the Agriculture Council that, with
this ingredient, the Agricul-ture Ministers could in fact reach

agreement on all the outstanding issues 'oeing discussed i-n this
round of price fixing negotiations. In this event the UK woul-d

be ready to join in a further consultaticn of the proposal by

telephone among the rnembers of the l{onetary Com¡oittee. They

woul-d however consider it preferabie that any change in
sterlingrs imputed central rate should be initiated by the

Ul and that, preferably, it woulC relate to the nearest

acoropi'iate date

+. In case this untidy situation should recur, the United

Kingdom rcembers stress that, ln their view, âD examination

should be undertaken :rot ]ater than the l{onetary Committee

meeting on 4 l{ay 19Bt of methods to be used in future for
imputing a central rate for sterling, wnether at the tirne of,
or in between, reafignments of other currencies.




