IUMB 2 28 JUNE 1979
INFO IMMEDIATE TO WASHINGTON, ROME, PARIS, bUNN
UKDEL OECD, UKREP BRUSSELS, UKMIS GENEVA, JEDL A
NG FOR PRIVATE SECRETARY TO SECRETARY OF -STATE
IEETING IN GENEVAs FCO TeL 329
{ COMMUNIQUE 18 BEING SENT TO YOU FROM GENEVA BY FLASH
TLL.\:.:"‘\R ™
: IORLD EFFECTS OF PRICE RISEs
BASIS OF PRICE IhC@tA:;b REPORTED IN OQUR TUR WHICH ARE
"‘- fL.( u “'."'if?.“.‘:.‘.ﬁ o ‘s"‘ u(.a [' 'tlxh.... ’1\16‘\ iS;UEJ, F’RE.LI'NA"Y :;\LCULAT—
§ ”luﬂii TﬂZT THEY WILL
ADD ABOUT 27 BILLION DOLLARS TO QECD Ol IMPORT EllLLz AND
R 5 BILLION ;(iLLﬂnu TO NON-QECD OIL IMPORT BILL . ¥ig i
REASE INFLATION IN OECD COUNTRIES BY 2,75 PER CENT AFJER
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INDUSTRIAL WORLD BY 2,5-8,75 PER EﬁQT
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f1””*r ACCOUNT DEFICIT BY OVER 1@ |LLIQW
WHICH 5 114-L 10N DOLLARS MIGHT f'HLL g L_J.
’ lLLth DOLLARS -TO GPEC—REVERUES. = s ol
FIGURES TAKE ACCOUNT :0Fs
' uf"'[ QECD ”Aruviﬁ TO OPEC COUNTRIES
)L & F"’JLI\,'I' KEACTION BY WESTERN GOVERNMENTS
SOME ?CONFIDENCE EFFECT? ON WESTERK SAVINGS AND IKVESTMENT 54
ABOVE ARE THE ESTIMATED EFFECTS OF THE PRICE RISES
ISOLATION, WE HAD HOWEVER, ALREADY ALLOWED IN OUR
[ ) FORECASTS FOR SOME |NC#EAEE |~ UlL PRICES,
PRICES IN OQUR TUR AHD ASSUMINKG
I 1J T '\t. ‘C.:JT \JF ]O7Q ““"-:.;' I :‘U 1‘?‘3
‘ FTIr } THE '”lbu OUTTURN i%_LIVELY
L |1ER WHITEHALL FORECASTS (WHITH
: G TO Al ;ibu axiiHJH 1& DOLLARE A BARREL EBY
.  WORLD ECONOMIC ACTIVITY BY IHg.lDDLE OF 1980 THERE=~
GHT BE EAPELIED iu BE ABOUT 7.5 PER CENT LOWER THAN WE
J ARD OPEC thL ISES (PREV IOUSLY ESTIMATED AT 28
TLLION DOLLARS IN 1979 AND 25 GHILLION- IN 4984) SOME 12~15 BILLION
JOLLn‘u HIGHER N BOTH 1979 AND 1983, ¢
5a. EFFECT OR UK , i .
EFFECTTU! HEASES o T . § Yo s 5.
POUND HAS BEEN AND MAY WELL CONTHENUE APPRECIATIRG BECAUSE THE UK
WILL BE THOUGHT TO BE RELATIVELY WELL PLACED COMPARED WITH OTHER-
INDUSTRIAL ISED COUNTRIES, BUT COMBINED EFFECT OF CUT I M ) QHLU
JROWTH, LOSS OF £XPORT COMPETITIVENESS DUE TO STRONGER POUND WILL
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“BE TU REDUGE UK GROWTH (GHP) - WE THINK BY AT LEAST AS MUCH AS
“WORLDU AVERAGE (FPARA 2(C) ABOVE), ON OTHER HAND EFFECT ON i
CORSUMER PRICES IN UK OF HIGHER O1L PRICES WILL TO SOME EXTENT
BE OFFSET BY APPRECIATION OF POUNDs DIRECT EFFECT ON UK BALANCE
OF PAYMENTS WILL BE CUSHIONED BY NORTH SEA OIL PRODUCTION (AT

=SENT 85 PER CENT OF UK CON (SUMPTION) BUT WILL BE INDIRECTLY

. ) THROUBH EFFECTS ON STERLING, hu«LD ECONOMY AND WORLD TRADEL!

HLTﬁuuﬁn DIRECT EFFECT ASSUMING THE OPEC INCREASE 1S SPREAD
EVENLY ACROSS THE BOARD WOULD ADD ABQUT 8P TO A GALLON OF PETROL,
THE ACTUAL INCREASE MIGHT BE SOMEWHAT LESS IF THE POUND
APPRECIATES,
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