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Prime Minister .
lr. R,T. Armstrong

Foreism exc' ance situation o aE -
The Federal Chancellor, after i --w
said that he would have to break ﬂ@ﬁ&#{-
Minister at about 7.00 p.m. to hold a m
to discuss the foreign exchange situation
Germans had taken in 22.7 billion. :
than 4500 million b" 3.00 p.m.
been taking in dollars. The szmatien

confronted was one which he nad

exnected the crisis to come so soon.

the French and the German Covernments and be
and the rest of the Community.

light of the declslons taken by his F’lﬁanﬁ‘a



The Chancellor said that the
whether to close the German emﬁ&w
to stav open and to take the riﬁk 0?';‘
further very large amount of dall%fa.
arrangement reached by agreement wi*ﬁh

He feared that, if the Gemans c;@%
then selves, it might give rise to exr

French did not like the word "float",
orevared to aszree to an arrancement whicl
thing.  The Chancellor also reeoen ised °
and Italy. He suspested that it might be's
joint float with special measures to take
Great Britain, or to set up a jui‘n_j_ ing
Britain and Italy, on the basis that Bri
into them later. |

* The Prime Minister said that decisions o
taken devended partly on the explanation for
massive movement of dollars. He could see :

insufficient to deal with 4re nrohlems
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resoive. He was therefore driven io ﬂm

of the movements was purely Bneetﬂamﬂ
that the money was coming from maﬁy 4



joint Community fbat, If Commﬁngggyﬁ
speculative movements, they had e;;;"

speculators or to find some way of 4l
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The Chancellor said the Governor of Bundes

ill, but hed expressed his opinion. ;_?E
to meet the challenge, keep the-mg;kg?
amount of dollars this involved. ﬂb;ﬂy
of the central banker this made saﬁaﬂa |
of view it did not seem to make sense ﬁgﬂ
was likely to be interpreted as a fight w

The Prime Minister supposed that in
would have to take stens to identify the moy
so far as possible from havins an impact on t

discourage them by negative interest ﬁéﬁdﬂtﬁgé
He did not think that President Nixon would i
fight with the United States. The President
very relaxed when the Prime Minister‘diﬁﬂﬁﬁkﬁﬁg
him in Vashinston; but that was at the beginnir
- and he had not succeeded in holding the dollar.
«tarisd hecause the U.S. Administration Fﬁﬁf
weiiclii in tleir balange of uauue,,gggihag
announced Phase III of their pay and pria;a'

doubt that domestic opinion thought ﬁ&ﬂf _
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premature, and that inflation in the I
worse as a result. n e It

The Chancellor remarked that the
want the Cermans to take a unilateral
it would be difficult for the French Go

any move two days before their elée-t--':_ﬁ v.

tailr ITE
The Chencellor asked whether, if

develoved, Britain would have needed :

a situation in which the parity could
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said that it was difficult to say, !
make was that it would have probably ta £
consequence of the fall in the exchange rate si
in June 1972 had been an immediate rise in the
vhile the volume of exportis had not yet :
was the familiar *J' curve. l!ormﬁﬂi: |
only now beginning to respond to the me
to stimulate growth.  Thai growth was now
joiming the Community should brins further
as the Chancellor knew, going through a peri
It was clear that the Trades Union Consres
the brink, but there was a certain zmount, of
though it was less serious than might appear
and ‘the newspapers. The legislation for f
Inflation Procramme vas rnow thmu~h the
inis was through and, we.were gble 9 Love.
Counter Inflation Programme, and.gn;gyg
industrial trouble, the sterling rate ec
and that would help in keeping dg: W
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to refix the parity, and then within a st
with a situation .in which we had once
large amounts in order to support il
varity again. That would do the gr
not only to us but to the Comnmﬁ;@,{
y O3
The Chancellor asked whether B
contemplate a combination of fixed pe

Commnity countries, plus a ¢ tain ¢
sterling and the lire, plus 2 com =

not possible, whether we could cons
two out of these three elem’e‘n%ﬁ:.."_-'-
that, after the last episode mﬁ
discussiorsat Basle between Dr. Emmi;
0'Brien, in which they hed conc]luﬂ.éﬂ:
not yet make a joint float work because if

for the purpose. That machinery ﬂi&m
did not exclude the possibility which ‘m
outlined, or the possibility of some arr:
rest of the Community would go for a joint £
that Britain and Italy would come in later.
said that, if the Germans decided not to
markets, they would have to introduce very
(the word he used was "dirigisme"), which
te do. Ieoking at vossible selutigne’ hew
would Le prepared 1o go along with the
difficult for the French Goverhﬁlan% to
of their elections; but they would h

without them. He thought that Fi
rars moad Arrire +Hho toaleandil S
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agreed, though he said tht the Bri
Finance Ministers could no doubt mee

the last episode, the German -:_-g....i;e_;_-a‘;‘
the upshot was that there had been no si
the currency arrangements between Communi
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he would not hesitate to accept change:

joint Community policy which wou he

situation.



