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model", etc.) means for Schmidt a
by Italy and UK within a snake wh
dollar.

2. Very doubtful if it would hav
three weeks ago. US devaluation
to the heart of the problem and co
US trade deficit in time. '

3. Problem for the EEC in a common

Banks, is how to hold the weak curre
within the floating snake.

4, Viable UK parity would be well b

and it would be difficult now to assess th
parity and to negotiate it. If it were
market rate we would be liable to drop o
massive support to keep us in.

5. Schmidt has offered such support.
which has legal responsibility for the
German currency, were not even nwara qt
rule& out (Emminger to O'Brlan) :

of the Bank of England has told tha
deeply opposed to the whole idea of a
because of the obligations Whidh we Wi

6. What we are really talking abonﬁ ._
reserves which in its complete form q

move to full EU. /Full EMU would



of many of the policy instruw 8
their economic performances anﬁ
of the exchange rate ) to regﬁﬁmj;
bvetween them. But, unless by the time
their economic performances (grow
increase of wages and productivit
much more similar than they have
between them would persist. In an
then only be restored by inflation
countries and unemployment and sti

speedy resource tranafara.trvn-gf
countries. This would require a (
do much of the work at present done
and an effective central apparatus to
be financed and allocated./ '

massive transfer of soveraisnty ﬁhﬂh=:
hitherto regarded 1980 as an optimisti

1st March 1973,

SECRET



-

m Essential Conditions fgr W

.

e Pl

Exchense Rates q
1. The starting pattern of central rates
to each member in terms of ite immediate

2.  Each member must have an unimbﬂﬂ:i"éﬁ
central rate after consultation with the Co

Support _
5. Thers must be financial support of -
kind., Ve must all be prepared to g x
of amount, wifhout conditions, and wit

the strong and weak positions in this i
will accept the same unlimited obligat:
in their turn, they are strong. Oﬂly[
is unlimited and does not impose impossi
receiving countries can meke the system - .
capital flows of the magnitvudes now e .e.-a 3

with this scheme should not lead to an immed
in food prices for the UK; and that any nec
should be spread over a lonz period,

13 - T

o~



