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Present:
Prime Minister
Mr. D,J. Mitchell °
Mr. J.J.B. Hunt
Mr. R.T. Armstrong

Foreign ezch;'nge situztion
The Federal Chancellor said that the

had agreed to resume their discussion f&f

monetary experts present. ’
The Prime Minister invited Mr. Mitch
Mr. Mitchell referred to the Prime I

decisions on Buropean monetary affairs. The problem was ¢
could not stay closed indefinitely. It migh

closed until the middle of next week; t 0
statement would have to be worked out, whicﬁ o
requirements: it would have to contain the inf

would clearly reauire discussion at a meeiing of

his Budget on Tuesday 6 March. In preparatio

would need to be a2 note of porsible Heads oﬁ z
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elements had not been worked on either
countries or by the Commission. 'Thesé;wn:
some of the elements on which the Enrapqu
asked to report by 30 June. That was tl
of decisions required. It would be n§§§~
details of methods of inter?entioﬁ and ¢

support for the weaker currencies'cstar

envisaged meant a substantial acceleratin%

in the Werner Report.

now necessary to look at the varioua pggﬁ
possible course was to reopen the marka%;‘jg
but to introduce a stiffer regulation of éﬁﬁ
experience of such regulations was not od;
that they could avoid speculative movements ’h%_';rj iy
p0331ble course would in theory be the inirodugt

market. But that course was not open to the Germ
structure of their balance of payments. tk
Germany was to rloat in isolation.

would be a great shock to the European Commmnity.
1971 had brought the Community near to breaking g
to float again now on their swn could spell the e

Eurnpean monetary union at least for sewenal_yg
oy g :
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had not lazied, and now we had a new situa
devaluation was simply not possible.'fj"
One of the reasons which was given fo:
join a joint Commnity float was the exist
It was said that, if a new parity was fixe
be a considerable movement out of sterl
perhaps as much as #5 to 6 billion.
Germeny's problem as Britain's. If Germany
and to contemplate the conseguences, p&fha 2
that.

Community float would recuire a lot of &
But in the end there had to be a politiﬁﬁi ﬁe
against a joint float, the prospect of European monets
postponed for a long veriod of time.

A joint Community float would be only a firs
would be harmonisation within the Community on mo
interest rate policies and perhaps even fiscal
problem was whether the Community was re;d'f%
the first step was teken, it would be an encou
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with others. We had reached a crisis tion which contai
seeds of 2 great adventure, P%fﬁﬁﬁ% {”‘]'T' e directior
the logic of the situation compelled us.
In the subsesuent discussion Herr i’q 1]
closed the following day in Belgium, ’ﬁha F.

- Denmark. Mr. Mitchell thought that Inmﬁ“"
It was agreed that there would need to fbe
Finence Ministers. It would be for the Co
meeting, which might well be held in Bruss
would be perfectly possible to keep fhe

the end of next week or until necessary. ‘
Community should move to a joint float or i
taken, all concerned would have to know wh 'ﬁ,'_'-_ '_'

easier to reach a solution if it was not = :,'
"‘!
in view of the French objections to the -u

Herr Poehl said that the German Guv’_ '

the not too distant Future, a European Ce:ﬁ:ra‘l Ban]
and (Mr. Mitchell added) a European Treasu:ty v




if we fixed a parity which we subsequ ;_
we should be free to change the péz‘-i"l:j‘*"
Herr Poehl accepted, that this would be a
proposition. il

Herr Poehl contemplated that oﬁ cour
countries would oin the bloc crea‘l:eﬁ I@
It would mean that more than 50 per c;jenﬁfq g

trade was done at fixed exchange rates, a

backing for the weaker currencies.

get a full Community solution, it might be pc
with some other European partners, though th
dangerous implications. Herr Poehl saiG that :
that the French would not agree to any soluti
all nine Community countries. Signor Malagc
possibility of a general float for all Commmity ci
Britain and Italy. Honsieur Giscard d'Es‘Ba@
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for a solution of this kind, for politica
reminded the Prime Minister that he had :
telephone conversation three weeks 8g0.

The Chencellor and the Prime Minister as
discussions the following morning,




