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FOLLOWING FOR P R I V A T E SECRETARY TO* SECRETARY OF STATE * X 
OPEC MEETING IN GENEVAx FCO T£L 320 
1 . THE COMMUNIQUE IS BE ING SENT TO YOU FROM GENEVA BY F L A S H 
T E L E G R A M . 

ON B A S I S OF P R I C E INCREASES REPORTED IN OUR TUR WHICH ARE 
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3 . THESE f i • L3 T A ^ E ACCOUNT OFi 
J I) INCREASED OECD EXPORTS TO OPEC COUNTRIES 
( I I ) SOME P O L I C Y REACTION BY WESTERN GOVERNMENTS 
( I I I ) SOME 'CONFIDENCE E F F E C T ' ON WESTERN SAVINGS AND INVESTMENTS. 
k. THE ABOVE ARE THE ESTIMATED E F F E C T S OF THE P R I C E R I S E S 
TAKEN IN I S O L A T I O N . W£ HAD HOWEVER, ALREADY ALLOWED IN OUR 
ECONOMIC AND BUDGET FORECAST^ FOR SOME INCREASE IN OIL P R I C E S . 
THUS, ASSUMING THE OPEC P R I C E S IN OUR TUR AND ASSUMING 
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. I L L l O ' i DOLLARS IN 1979 AND 25 B I L L I O N IN 198#) SOME 10-15 BILLION 
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" R  I  C E S  I N UK OF HIGHER OIL P R I C E S WILL TO SOME EXTENT 
BE OFFSET BY A P P R E C I A T I O N OF POUND. DIRECT E F F E C T ON UK BALANCE 
OF PAYMENTS WILL BE CUSHIONED BY NORTH SEA OIL PRODUCTION (AT 
PRESENT 95 PER CENT OF UK CONSUMPTION) BUT WILL BE INDIRECTLY 
AFFECTED THROUGH E F F E C T S ON S T E R L I N G , WORLD ECONOMY AND WORLD TRADE. 
ALTHOUGH DIRECT EFFECT ASSUMING THE OPEC INCREASE IS SPREAD 
EVENLY ACROSS THE BOARD WOULD ADD ABOUT 8P TO A GALLON OF PETROL 
THE ACTUAL INCREASE MIGHT BE SOMEWHAT L E S S IF THE POUND ' V v 
A P P R E C I A T E S . 


