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KEN COUEINS PRESS CONFERENCE:

(gl

Coﬂzﬁji- Whzt I wanted to do primarily, was not to go into the

Pl 1d of background thst the Prime Minister has given alresdy but

rather to offer an opportunity to explein some of the ééchnicalities

in particular, to give you some help, in case it was any use éo

you on the so celled Frenco/Cerman scheme or outline ...... ©Or

whatever you like to call it, this single sheet, and briefly to

compare it with some of the sort of conditions for endurable
«es... that Dennis Hezley explained in Luxembour on 19 June and

which were largely reflected in the Finance Council® Repoft of

which you've got copies. That's the centre of what I wanted toido,

I*m not on aspects of the backstage work of this thing at 211, I

just wanted to try and give you some guidance through tke rather

complicated stuff. It seemed to us wrong that nearly all the

briefing on thi, apart from the enquiries that ﬁave been reaching us,

should come from German or Community sources. So we ought

to let you know what these bits of phrases and paragraphs appear

to mean to us,.and how far they satisfy UK requirements and how

far they don't. As Ministers have already made cléar, this little’

outline, these 5 paragraphs, has got both good and not so good in it.

It's got some things which we would entirley agree with, though

they may still need working out, other things which are entirely

deficient, there are some very real gaps sO it's'a starting point,

as I think the Prime Minister has said, and it's no more at present

and I wanted to fry and make clear to you in what respects it looke

as if it's a useful start and where not. I hope that acceptable -

helpful. Well, on the assumption that it is helpful there ars
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number of senteces in this thing which it dis difficult to attach
8ny close meaning to. And the first one, in & sense, is one of
nervesj when it says in terms of exchange rate menagement wiil be
8t least as strict as the Sneke well that sounds like & Snake

Operation with margins at least &s narrow as the Sneke or eyen %

DBTI'DwEI‘. But in fact -.o---o.ot.-..p.ta.--l--o.ootnnoco-.-.-.i--..

and using some composite currency unit, a European currency unit,
like the European unit of account, as a reference point for fhese
currencies that would be quite substantially different and You can
see what is meant if that happens by "at least as strict zs" because
it would be relating currencies to & basket of currencies much as no -
you see the £ quoted everyday in terms of our effective rate which is
a basket of currencies weighted before we do our trade. This might
be & different basket but there's a concept of relating currency ;o

a8 basket hidden somewhere in this -~ at least as a strong possibility.
And so fhé opening words are a bit, in that respect, mysterious and
80 one doesn't have to attach too much weight to it. Then the nexf

gentence says that newcomers, as distinct from the present Snake

countries, marked for somewhat wider margins around central rates
for a transitional period,at least for a transitional period. So
there is contemplated there, at least for a time, end temporary

can sometimes last for a long time ,

a two tier system. It's not always been clear that
everybody was keen on a two tier system. I think we're a bit neutral,
we must see what the terms are, "  but the French at

times have seemed very unhappy about the two tier system. So one
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one Goesn't quite ¥now what there attitude might be to that, but
they appeared , since they joined in this document, to0 have accepted
the idea, at least temporarily, of a two tier system with = wider
margin for some countries. It doesn't follow we would S8y a wider
margin is always better to live with, it's not as simple as thats You
can make Jjujgements about whether it makes any difference. some
bankers would say you are no more no less vulnerable, ﬁerhaps a bit
less, with a narrow margin than a wide one to the kind of specﬁlative
attacks that one might fear. So there is & technical guestion behind
that sentence, it's not open and shut. The next one is very
important. In principle, interventions will be in the currencies of
participating countries. What Europe's used to and what wé're
used to is that when there is intervention in support of a currency,
’or eany sort of central bank exchange market activity, is jntervenihg
normally in dollars, not always, it sometimes heppens in other
currencies; but that's the common thing because most people's reserves
are in dollars and dollars is the world wide resilient currency, agé
it's the currency of a large part of trade. So people are used to
. dollars as a means of intervention but the idez here is that inter-
ventions ought to be in community currencies. Now this is quite
important, the Chancellor said in Lﬁxembourg, the Priﬁe Minister
has said, if there is & scheme of this sort it shouldn't be damaging
to the dollar or the Yen and, in & sense, that sentence is a
recognition of that point. If you're going to be doing more
intervention and doing it in dollars you're obvious}y going to be
selling more dollars, which in principle doesn't do the dollar any
good. The Americans themselves have On occasioné wondered whether
Snaske interventions oughtn't to-be, not in dollars, but in European
cur;ency end often they have beep, but sOmgtimea they haven't. So

the ides that interventions might be in some other currency, includig
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the Veutchemark, could mean that it's pot 2ll sorts of implicztion-s
about some shift in the composition of reserve currency anc that's
echoed further down in this note. I'll come to it. The next Bne
explains itself, the non-member countries and =0 On, the Swefes who
sare in the Snake formally, the Austrians who are close in, they
could come in as the thought, I think, behind that. The,Eurépean
Currency Unit will be at the centre of the system, the “same definition
as the European Unit of Account, Ecoule, calling it en ECU is a

) Crucald
nice one for J'Esqued because it sounds like the ancient French
...... end all that jazz,it doesn't matter what you call this. Buk
"will be at the centre of the system", well thaet's enother of these
rather high flown sentences which can mean either anything or nothingl
but until one sort of gets behind it one doesn't know exactly whet
it means. But the next bit is concrete "used &s & means of settle-
ment between EEC monetary authorities. " That is, the central banks
owing oﬁe‘ another money, for example, &s a result of_intervention
activity, they could play in this composite unit. I mean the SDRLis
g composite unit .......... but this one would be a unit in which
obviously, the Deutchemark, would be the heaviest single bit.......
so the obvious thing is that you would start to create a new reserve
unit but the thought here appears fo,be that it's confined to
eentral benk transactions, which is the position of the SIR, is not
on sale to King Faoud, if it were it would worry the Americans.
There's en important point there to be watched in relation to whether
the thing is going to do harm to the dollar or not. If it's
just a European transactions unit there's no risf of thac kind as
fer as I can see, if, on the other hand, it became a general
reserve asset and it was scrambled for in displacement for the
dollar then it's not so good from the point of view of possible

'

damage .to the existing reserve currencye. Well then the next one is
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“HS next paragraph 2. Is the bit on which Jomebody hae built thre

1dea that there's

4]

Z250b fund but first part of it consite Teally in
henging a new label over existing reserve essets. All the membepe
deposit 20% of their US dollars and 20% by value of the gold ~ ™
question - what value?, but it doesn't say and Schmldt was questioned
on that point in the press conference and did 2 bit of clever bosint,
but I've no doubt at all thet ihe French and Italians, for whom gold
is &8 significant part of their reserves, weuld like it valued at
mérket value, XX there was a nice one to argue about there. But,

at all events, 20% of this lot by value is supposed to be deposited
it doesn't actually say where at this point, and in exchange the
central benks get composite units called ECU. So the first operation
changes the composition of reserves, instead of a lot of dollars
y0u've got the baskets of European currency, one third of which are
Deutchemark? and some other proportion is Francs and some of it is
sterling and SO on.: S0 you've changed the composition of your e
reserves and that has implicationg for the exchange risk that you're
running on your reserves obviously but it hasn't done anything

else, I mean it hasn'f created some marvellous new fund.Or anything
of that sort. Up to that point its Just hung a new label over some=-
thing that's there already. We'lve all 50t that 25b it is about
25b, perhaps a shade more according to how yOu value the dollar, Sé
that's one laugh but the second laugh is dolloars and gold on the one
hend and member currencies on the other hand in an amount of a
comparable order of magnitude. Now there are worlds of subtlety

I think behind these phrases. What this all means-is that by saying
e g 20% end then saying "we now announce that the comparable order
of magnltude for the own currency creatlon“ You give a shrewd hint
of quantlty andin particular you give a hint of a quantity say the

Germans, are prepared to see created against member currencies -

y which is reaily where the sort Of bounce
5 . i



ctand

arts to come in es distinct from merely relabelling what you've

Fot already. . Now that's a step in the magnitude of nearly 25
to XXX Z30b, that's where they get thel Z50b frow, the'adding up
0f those two elements. But, remember the first half of this'fun;
is a8 relabelling ..-ssenaee the second half is subject to the
next clause which says,"the use of ECU's created against member
countries will be subject to conditions varying with the amount &nd
the maturity". Now that's just IMF stuff, this is where the
European IMF concepts start to come in. You don't put down your
Sterling or your Francs and get nice ECU's no questions asked.

‘There is, on the face of these words, s0; measure of conditionality.
It may be progressive like the IMF, easy first draw, not so easy, hard,
that kind of progression, it may be easier if you borrow for 2
gyears than if you borrow for 5, or something, that's what's
implied with amount and maturity. But it's not «e.., it in principle

and it's drafted here, it's conditional. So when anybody shouts
g50b one naturally wants to turn them over &nd look underneath and x
there ere real possibilities here of extra resources available for
intervention on a large scale but it's not sort of sticking out a
mile, one has to go &and look and see what the conditions are going
to be and how onerous theXcould be. What is also not said here at
any point is whether the central fund, OT ;hatever you call it, ]
would itself intervene in the markets or not but it doesn't say so.

In fact, one is left to start by xxx assuming that it wouldn't,
the general trend of this is that there would be co=ordination,

that people would intervene in accordance with an agreed plan or

something or against agreed reference points but not that the

cen?;al 'thing"would do the Intervention. So the idea of a

of a g50b egain isn't very clear.. What would happen is if you hand

over your dollars to the central fund and you take away your ECU's,
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which you are going to use aa you need them, converting them in
francs etc, the dollars you've given up we essume, though they

don't actually say, it's one of the many things wx on which tgerg'g
only the merest outline, we assume they'd be invested in New York
like our reserves, on short term so0 as to get them guick ....«, "

s0 &s to earn a bit of interest, that would be the obvious thing. We

m

find it hard to believe that the proposesls under the first leg
going to use both, that woulé be just creating g25b ECU's
complete new money. I don't think that's the implication and I

understand is that that would not be the inten‘tiOnSOQ the central funé

is sterilizing these dollars in New York, locking them awey, not having

them availsble for intervention, as a small income, but that's all.

And the same, I mean if one is thinking on IMF lines, if you draw ..

® = ® ® 8 * 88" e e s =" e ® e ® & 9 " e P B eSS S eSS E SIS
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Again all that is the merest outline and raises about twice.as many

questions as it answers.

QUESTION:

COUZINS: Well I'd suspect, but again one doesn't knowl- it doesn't
say, that a possible basis for a q@otn, s quopas there are,

would be the composition of the ECU. You Know a key like that , "
there are other keys,you knw if it's 33%6,_ﬂ5% f, 19%st, whatever it
is those would by ysur quotas:

QUESTION : :

COUZINS: Well that would govern the amount you could brought ageins
national currencyYou see we don't know, this is ihe merest outline
and in some areas prompls more qﬁesti&ns than it answers..

g S
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nere's another good =entence after that, "Due zccount will be
Fiven to the need for substantizl short term facilities up to one
year®. That reslly is & reference t0 the kind of thing that has
hitherto been covered by central bank =swops and there'é a hint
Lynre that instead of the usual central bank gain of 3 m0nt£s
méney which is turned over once oOr twice_you can hold‘thié for &
whole year, a slight extension of credit and there is a reference
to substantial short term facilities. So that paragraph, with all
its mysteries and allusions and twisés and everything else, is-all
we've got to go on at the moment about what, say the Germans who
are bound to bear & large part of of the burden i £ N R
of this sort, that is all we've got really at the moment aﬁout the
credit which might be available . : under & scheme of this
sort. There are good points in relation to aqur reqﬁiremen%s in
which an effort obviously has been made to steer away fax from
demaging the dollar, in one sense to help it by taking ésme >
the reserve currency burden off it, in the second there is recog-
nition that quite a ;ot of credit Qill be needed of one kind or

or znother but it a2ll needs looking at very closely. Then the
third one, well the first three sentences all sort of go together
andé speak for themselves; ordinated exéhange rate intervention %

POliCY, XXX cccceescescacssnsnansasnansassssassacssscsssansscscsccancs
I suppose possibly the Swiss franc in somg°circumstances ¥yioox  but

finally it's the dollar. ...............;......................

QUESTION:

COUZENS: That's right, e« secees =s-., I mean that's a situation

in which, shall we say, the Bundesbank is buying dollars and the

"Bgnk Or FI‘B!‘JCE is SElling s E e om s s e e e e e e S SSRGS EE eSS E s e
i
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QUESTION:

"NMI7E N 5 5 . . .
COUZENS: No that sentence I'm sure is only this rather nesrrow
techn;ug\ Poial, hiay duts w0 bz giving two directions among ourselves

8t the same time, that sS0TE Of h e e e v s
it's good central bank stuff but of no gramt force of significance?
Thé next one is of some interest, . What that says is that if the
Bundesbank, in pursuit of of a co-ordinated intervention policy
&gainst the dollar, is buying & lot of dollars then it's entitled to
unload & fifth, or say a fifth, onto the the central institidtion
and get back these parcels of European currencies in return. One
obvious effect of thast is that instead of the Bundesbank buying
dollears to ....... and bearing the exchange risk on the;loos, It
gets , xxx as to one fix, something else including a parcél of j
yits own currency back so that first it xmi¥ooox spreads the exchange
risk round and secondly, there is an argument , I think the
Germans arf probably conscious of it, that by unloading that in theXx
way they'll reduce the pressure on oOn their domestic money 5upp&y
end pass a fifth of it.on to somebody else's because somebody
else's currency accepts the extent of the EEC ...cccccccccnces
What basically happens is that you have to print Deutchesmarks to
buy the dollars, up goes the German money supply and to the extent
that you unload , somebody else is buying;the dollars so they take ;
it on their money supply, that I think is a possible point, I don't
¥now I'm only rather guessing thet. What is certainly true is it will
reduce, I think that it well be reducing, the exchange
rate risk if your view is that the dollar is going on down 2and
European currencies on the sverage were going down less or going up.
So that's presumaﬁly what's behind &ll that.

QUESTION: | ‘
: 9



COUZENS: Well then, 4 is the "let's creste a Europesn Monetary

fund' parasgraph. It's oguite en interesting one xxx ané it's on

idea for which, in this kind of scheme, we would have z certein
cmount of sympathy. The leading quetion I have is that it's the
French who are interested in casting this thing more in form of :
31;:-:);'&:?1:’1 Monetery fund .....cccecesceecseseacas but having had two
roes gnd failed at the Snake they would guite like, and you've

heard J'Essquard say thiSisasedssasiie s Boassuse ssiosads ysssesesvssss
We're not opposed to that ...... approach, we quite like the -
mechenism of a European Monetary Fund c.cecsecescsacses: ssscescss
as distinct from ..ccce secnssass with present credit.mechanisms.
So one may say that would take the place of the EMCF which is no
more than a brass pPla8LE seecessscscssnscscnccse sssasseccscsscnnss
Fell then there is & statement which I think really has been
thrown in to suit us but we'd never word it like that, it recognizes
deficit and surplus countries alike have got to be ready to ‘change
their policies. At least I hope it recognizes, it just says pursue.
There is a thought that there are oﬁligations in fespect of poliéy on
both deficit and surplus countries but it could be read, since it's
entirely in terms of greater commitment, &s meaning We will go on
as &t present and you can be MOTE ..cetceccccccccce We would word
it quite differently, we would say that thére must, énd it was worded
correctly, let me read it for what was said in June 19 statement "..
the exchenge regulations in fhe Community cen only be expected ....
a substdntial continued progress towards conferred convergance of
economic performance is achieved. Improving the convergance of
economic ..... policies along the lines of more adequate economic
growxﬁ and low iﬁflation" - I mean the thought is already differ-
entisted, those who've already got very low inflation and & large

10



SUPPLUB: . s welatelenn st N there i{'ﬁ «-- because the Germang live
with it but an equitable symmetry between the responsibilities of
member counkries whose performance diverges with Ob“ectlves, including
the balnce of payments. Everything possible has been dOne to ngduce
that to gobbledy gook with mmmx -‘considerable success but before
that was done what it said was what we wanted it to say, which is
that you must have convergance from both directions so as to avoid
a deflationary bias in the whole thing. I'm not clear whyfore they
say 2 years, I don't for the moment see why it has to take that long
if you're going to do it. There are % sorts of credit in existence,
there's the very short term credit that exists in the Snake bﬁ which
there is a settlement day................................;;.........
thet's all we had back in 1972, last time we were engaged on this.
But then in addition in the Community, not in the Snake, there is
;hort term credit but it's limited to Secerescensncanaanas
and thereis'ﬁedium term credit which is what- the Italians have had -
lots of in ..... recently. And the thought here is you bulld sll s
together into a European monetary fﬁnd which woulé both do medium
term lending , that's what ECU's means for open currencies with .
quotas, and would also do very short term loans which is more like
central bank swops, which the IMF of course doesn't do. So it's
a sort of IMF plus in that respect that seems to underline this. L
Coming back to that 5, it's got a flavour of our thinking but rather
badly spiced.  I1f Gou a)amce at the list of June 19 as a check,
which reflect a lot of the Chancellor's condition experiments, this

document is all machinery.

"



But this is just the monetary mechinery. So if you look at 2,
"the systems between all Snake and all other EEC countries etcC......
cine open to other European countries", something very clo;e

to that is in this obviously, it's open to other Europezns, it's &
transition period and the idea is : opposed to making money. 'Thé‘equi—
itable gymmetry, well we've just commented on that, C it should not

be damaging to third countries", well the key point on that ie
intervention in European currencies not the dollar, that is a definixe

effort to avoid anything damaging to the dollar and the Americans are

I think, would recognise it as such, very interested,.c.cccccccssnas

.-..--..._-...-.I...I.'......II-..-I.I’........-............I-J.-...I.

QUESTION :

COUZENS: Well yes, I'm talking strictly in the context of the world
gs it is and I've no doubt at all there may come 2 time when the
larlmaﬁ look stronger. But talking just rather blinkeredly

in terms in which the US still has a rather large deficit and
Germany in particular still has a surplus and haes a strong currency,
that's the immediate background and probably the background for at
least &a year. It could happen the other way round that's true.
But at the moment now, in the fourth guarter of this year when

one is discussing this scheme &and when our Ministers have said -
we mustn't damage the dollar - one has to_look at it against the
dollar as it is. 1 agree Qith you in theory that could be the

caese, it could turn round the other way.

QUESTION:
12



COUZENS: 1If all other things are egual and the general effect is to
hold the average Europeesn currencies higher than would otherwis; have
been the case without this scheme, well put it enother way, if &he
Deutchemark remains more or less unaffected and the other currncies
are pulled up a bit towards it, however little of it, . then apart
from the confidence factor created by the whole scheme, if there is
one, that postulates more intervention.

QUESTION: ”

COUZENS: Yes if it pulled the Deutchemark down as much as it pulled.
the other s up, yes that is true. And then of course we get back

to this matter of whether the whole scheme is deflationary and the*
Americens will be interested in that, partly for the very reason
you've just rehearsed.

QUESTION : . :

COUZENS: Well it depends on the balance doesn't it.

QUESTION:

COUZENS: +...... ... I literally did not hear at Bremen during the
whole 25 hours I was there any particular figures mentioned

except the one I've read in the paper 'which were the ones you quoted.

HEDLEY-MILLER: But anyone who's pontificated on margins has done

more work than I think they have done because another thing you
want to think about is you're .... a rate éygtem or on & unit......
.... 8nd this is ... intolerably complicated and we certainly
haven't come to any conclusions on what margin ...cccecccccccccca.
QUESTION:

‘COUZENS: I can't vouch entirely for what's gone on between the
French and the Germans obviOusly‘bu? certainly we are not aware of
of this stuff having been pushed very significantly further than

this document reveals. I mean here and there the document suggesté'

13



a bit of pulling back. For example, it isn't specific about
relating the currencies to the European wunit of zccount.
There is & wool phrase, "will be at the centre of the nystem",-

what the hell does that mean? P2 implies that, buf .o.omebodi;
_may be having secondé thought s for all I know or that they ;cn't
egree on how they define it or something of that sort, that's what
it would =suggest to a suspicious and elderly Treasury mind.
QUESTION :

COUZENS: I don't think any real prjogress has been made on any of

that-oo----o-o.-.--..----.-a-o.-'-o-------.-o---.--- - e 88 =" S8 e e s

I mean there'd be no need to conceal on & great deal of these

technical questions if there wasn't & great deal of dubiety and
there is. I mean operating a currency by means of the european unit
of account‘WOuld o o 56 oaru e R L s A

'Frankly, on their merits, we would quite like to see & basket of
currency as & systém but it's got to be worked out, in a2 sense the
Government have had some sort of driving light since last July, an
effective rate, which is & basket concept. This particular thing in
the way in which Mary had describéd 1t " . ig different,
the weights vary with the values of the currencies so you get -
yourself into a pretty good mess as we've certainly got.cce.....

So the answer doesn't mean that we reject the concept, it means a
lot more work has got to be done, you may have to create some other
unit in which the weight stays the same, it's not a big point.
There's nothing political about it, there's no need to hide it. It
remains to be worked out and wiil have to be worked out during the

L3 L}

autumn.
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QUESTION;

COUZERNS: If you must offer the choice between those two it's

nearer the second than the first. It says in terms you see "imgediain
settlement between the EEC monetary authorities the ECU, it i: in
that respect it sounds much more like the SDR which isn't a thing
hhlch King .... 1is going to buy I think Schmidt has talked ebout s
reserve asset of wider availability as a kind of long term thing and
one sees why, made availuble as a wider asset it could be coﬁ?ary

to our view that this thing shouldn't damage the dollar and anyway
that wouldn't do the Germans any good would it because that's the
last thing , they want to put the mark up because that'a_what
damaging the dollar means. So the proposal es far as I.can see, is
8 limited one, that this is =& thing held by central banks and used
'in transactions between - period - nothing else.
‘QUESTION:

COUZENS:' ﬁo this is a Franco German proposal as suddenly layed on
the table in Bremen.

QUESTION:

COUZENS: It's the view of the Government that it could be inflation-
ary. If it were seen simply as a scheme for imposing greater dls-
cipline on deficit countries or weaker countries with no change of
policy by circumstances, then the impY¥ication is that the
overall effect would be deflationary. In a sense you're a bit near
creating a voluntary Deutchemark zone, if -on the other hand the ides
is essential a 'communo=terre' argument in which wF're all going

to acquire more influence on each other's economic policy then that
needr 'L happen at all. There is no doubt that anybody who is going
to be & debtor is going to have plenty of influence applied to hisg

policy, you don't nedd to provide extensive rules to achieve that

result, we've had plenty experience of that situation..........%..

15



The thing is whether there's going to be zny balance the other WEY.
In a2 sense I think the word symmetry 1s & bit imperfect for describ-
ing what one hopes for and expects there becazuse you don't necegsarily

expect 100% balance in these things, it can't be but what you are

‘after is some acknowledgement, and'I think there is some from the

German side, that they've got to move in your direction as well as

y u in theirs.... it could apply to other countries 2s well as us,
speaking in general terms, and let's hope it won't but at any rate
it's the idea 0f a DalanCe =s«=st e RE SRS RIS RS e s s oniaovss |
This is an attempt to achieve something in which there is a ﬁalnce.
it's not just a Deutchemark zone.

QUESTION :

COUZENS: cccecoowonoanmnon ammm il i i o oy ue e s e

Fhen people talked about those mechanisms, we've talked about them in

the past, and one of the guestions is is it possible to devise

any of tﬁosé which can be proved acceptable.and .... invention could

be one for all I know. - {

QUESTION:

COUZENS: If I could take the question in two parts;‘ The first
object would be stop them bouncing up and down but if it were

possible so to construct it that if helped to achieve the covergance

ECoAC AT : 5
of people on theigkperformagce then it would have the kind of

«sses term and effect yau describe. Even preventing the bounce
has a value, there is no doubt that the bounces
we've gone through since March 76 , 202, October ﬂBQ, then up
again one point or something and all that, has cost us in terms of
growthIt has been one of the things which has forced us to do a lot
of changes in policy. So if ﬁOﬁ were able to reduce that there

would be & gain for everybody, the Government thinks that.
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But there's a second stage of course, if this éid prove to be an
instrument of of ...... policy the geaps would marry.. The problem

with the world is precisely that all th_e gaps, are too wide, g;pn

in performance, etec, etc, so0 if this thing did help in a small

Way ...., one thing I think we're -clear upon is that this is.not
the greatest thing since sliced bread. -++++ and you can have
disciplines inside a thing like this or outside, you don't have to
have this but you may get extra value out of this if it can be

constructed right. That's the best point I'd have thought. -

QUESTION:

COUZENS: There are some good points in it like; the recognition.

that it mustn't damage the dollar, like a clear gxr recognition that
there needs to be a lot of credit though not ........, the idea of =a

European monetary fund, that corresponds with our point of view, it's

not & bad idea, we don't mind this idea of & sort of composite

currency unit as an instrument between central banks, we don't mind

the thought of taking some of the weight off the dollar as & reserve
asset - not Because we want to manage the dollar‘but:fOr exactly
the opposite reason, and there's some recognition that both sides
have got to move closer together even if the mx words are 211 wrong,
so there are & number of good thingé; there are a few which look a
bit shifty and there are some large gaps so all we can do is work at’
il There are 4 or 5 points which are in there and some which
aren't and others ‘which are all a muccle
1 {hink in France as In Lhe UK there are differencag of opinion
with J'Esquard and some others. You will have to ask them I think
on this, I'm no no pr@fund interpreter on the French point of view.
But I think one of their main thiﬁgs is plenty of credit.
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Don't think that we were alonea in Bremen, please don't misinterpret
the German information service. You must start with the ﬁrOporition
thet ‘the Germsn government has important nztionsl interests in;

in securing this thing, they WOuid not have proposed it otherwise.
- Nobody is more concerned about the competivity of the mark than the
Germans and everything they've said and done in the last -year :
reveals that. They've been petrified about it. So they have &n ﬂ
interest in this thing and this interest has been fairly steadily

pursued. A point for example is that they were trying to suggést

thuat there were differences in views between British Ministers and
even between Britsh civil servants and ministers. It's ﬁottrue,.you‘re
in the business of looking behind the .... » You want to look

behind theirs. Much they say is absolutely right but remember they

are pursuing, as one expects any country to do, their'ﬁational interest
That's oqe of the reasons why we owed it to you to explainthe

British point of view on this thing.

We have to be realistic and realise that one German motivation is

this mark business and we are only saying it won't do if that is

the basis on which the thihg is coﬁstructed.. It's got to be =
balance. HNX Now we are prepared to work;very herd to find ways of
achieving thet balance and we don't rule out that one can achieve some
of that. There are various routes by which some greater guarantee

of convergance can be achieved. The Government's opinion is that

there is a chance of something useful for the UK national interest

in itand we shall pursue it on that basis. We are not alone, the
.-

Irish, Italians and a lot of French feel the same,and in the long run

it'é in the Germans own interest. A





