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PARIS, IMMEDIATE WASHINGTON.
cmucn:u.ows REPLY TO PRIME 1] msre'ﬁ‘?é"“

"1, FOLLOWING 1S UNOFFICIAL ENGLISH TRANS
MIPT 3 _ ; b
QUOTE ¢ s : 3y
DEAR PRIME MINISTER, ' vorie g
LET ME BEGIH BY ASSURING YOU ONCE MORE OF °
YOUR YI1SIT TO EONN AND OUR TALKS GAVE ME. |
THAT YOU HAD TO CUT SHORT YOUR VISIT DUE TO °

MID 1 TRUST THAT YoU VWILL BE ABLE TO RESUME ¥
TO SOUTH GERMANY ON THE OCCASION OF YOUR
MANY THANKS FOR YOUR DETAILED LETTER OF 6
MEALN SET OUT YOUR VIEWS ON CURRENCY PXOB!
| AM EXTREMELY GRATEFUL TO YCU AND YOUR C
EFFORTS YOU HM’E MADE TO CLARIFY THE PREREQUIS
70 BE FULFILLED FOR YOUR GOVERNMENT IN mﬁﬁ 0 ¥
SOLUTION OF 'rms CURRENCY DIFFICULTIES.
§ .80 WELCOMED THE GREAT FRANKKESS WITH i
D1 SCUSS THESE PROELEMS AND WITH WHICH THE col
COMMUNITY WAS ALSO ABLE TO DO SO, R e
|_AM STILL I#l COMPLETE AGREEMENT WITH WHAT YOU HA
DI NNER AT SCHLOSS GYHM|CHe. WE HAVE REACHED A POYI
FUROPEAN H1STORY AT WHICH WE SHALL HAVE TO MAKE U
ALOUT OUR FUTURE COURSE OF ACTION. WE SHALL HAVE TO
SOLUTIONS WHICH WILL LAST FOR A LONG TIME. s B -
THE WAY | SEL THE DECISION WE HAVE TO TAKE 1S NOT
BETWEEN A STATUS QUO IN THE CURRENCY Feth:tEG?ﬁ? INDIV
MEMBER STATES AND GUROPEAN PROGRESS 3 THE CHOJI
A CONYIHCING SOLUTION WHICH WILL BE CONDUCIVE TO
RATION AND THE DAKGER OF A STEP BACK BY THE COMM .
CUSTOMS UNION. 1 AM STILL UTTERLY DETERMINED TO LOOF
OOMMUNITY SOLUTION AND ONE 1N WHIGH WE smlu. BE | 5L

ME TO SAY QUITE FRANKLY THAT THE PRﬁPGSAL ﬂi,l C
OF THE EXCHEQUER, MR BARBER, PUT FORWARE
18 HOT WITHOUT 1TS PROBLEMS, - 1, T_c_:o, AM ﬂF TH
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THE EUROPEAN COMMUNITY SUOULD PUT 1TS WHOLE WEIGHT BEHIND THE g
SUPPORT OF THE CURREACIES MHICH MIGHT_EXPER]ENCE DIFF] CULTIES
FOR A CERTAIN PERICD OF TIME. A STATEMENT TO THIS EFFECT WoULD
{N ITSELF PROBABLY SUFFICE TO PRECLUDE IN ADVANCE THE EMERGENCE
OF ANY SUCH DIFFICULTIES. HOWEVER, A PROMISE OF SUPPORT W1 THOUT
LIKITING THE AMOUKT, WITHOUT ANY CONDITIONS AND W] THOUT
MY GUARANTEE OF REP#YHENT MIGHT WELL PROVE TO BE A DANGEROUS
FACTOR 1N ACCELERATING THE |NFLATIONARY PROCESSES ~ WHICH ARE N
MY CASE A CAUSE OF CONCERM - WITHIN THE EURCPEAN COMMUNITY.
| AM OF THE OPINION THAT WE OUGHT TO MAKE A DISTIKCTION BETWEEN
SYORT=TERM DEFICITS IN THE BALANCE OF PAYMENTS ON THE CNE HAND
AND STRUCTURAL SHIFTS OF BALANCE OF PAYMENT RESERVES ON THE OTHER.
AS FAR AS THE FIRST POINT IS CONGCERNED, | DO HOT THINK THAT A
JOLHT FLOAT COULD LEAD TO AN INCREASE IN THE BALANGE OF PAYMENT
DEFICITS IN IHD}VIDUAL MEMBER STATES GF THE EUROPEAN COMMUNITY ¢
THIS WOULD BE ALL THE MORE SO IF SHORT-TERM COVEMENTS OF CAPITAL
WERE RESTRIGTED BY THE CONTROLS ENVISAGED. ADMITTEDLY, A LOT
VILL DEPEHD ON VHETHER THE AGREED PARITIES ARE REALISTIC FROM
THE BEGINNINGs [N MY VIEW, WE OUGHT TO ADHERE TO.FAIRLY STRICT
FULES IN REGARD TO SETTLING BALANCES WITHIN THE COMMUNITY IN ORDER
TO PRESERVE THE INTERNAL STABILITY OF THE EEC. IN ADDITION, THE
GERMAN DELEGATION TO THE MONETARY COMMITTEE HAS ALREADY SUBMITTED
PROPOSALS ABOUT A CONSIDERABLE EXPANSION I8l THE SHORT-TERM SUPPORT
TO BE GIVEil BY THE CENTRAL BANKS. THIS WOULD APPEAR TO ME |N
THE FIRST INSTANCE TO BE ADEQUATE FOR NORMAL REQU|REMEKTS. MY
GOVERNMENT 1S, HOWEVER, QUITE PREPARED TQ DISCUSS MODIFI CATIONS
IN THIS REGARD.
A MUCH MORE DIFFICULT PROBLEM IN THE CASE OF THE UNITED KINGDOM
VOULD APPEAR IN MY VIEW TO STEM FROM THE FACT THAT THERE MIGHT BE
SUITCHINGS OF STERLING BALANCES. ANY UNLIMITED CREDIT WOULD RE
LIKELY T0 PRONOTE SUGH A DEVELOPHENT RATHER THAY HINDER 17, 1
THINK THAT WE OUGHT TO ASPIRE TO A SYSTEM WHICH ENABLES US TO
PREVENT ANY.SUCH SWITCHING OF ASSETS FROM OCCURRING. WITH THIS
I MIND, OUR REPRESENTATIVE IN THE MONETARY COMMITTEE HAS PYUT
FQBWﬁRD FOR DISCUSSION THE POSSIBILITY OF GUARANTEEING THE RATE

FEXCUANGE FOR STERLING BALANCES. THES HIGHT BE SUPPLEMENTED
ax THE PROMISE OF CREDIT ON AN UNSPECIFIED SCALE.
 MODEL ALONG THE LINES WMICH | HAVE SKETCHED ABOVE AND WH) CH

WOULD OF COURSE HAVE TO BE WORKED OUT IN FULL BY THE EXPERTS
WOULD, [N MY VIEU OFFER A CONVL!}_ NG iC SKS

WH1CH_YOU FEAR WOULD ATTACH TO A BRATISH PARTICIPATION [N A JouHT

=



FLOAT. ¥
IS SH0ULD, HOVEVER, POILNT OUT THAT ﬂm'&f'
SLUTION WOULD NOT DEPEND SOLELY ON TH
FEPULIC BUT ALSD Ol THE APPROVAL AWD |

BILATERAL AGREEMENTS IF A EURCPEAN sourf;f_
ADMITTEDLY, THEY CANNOT REPLACE A Euno'
WELL, HOWEVER, FACILITATE THE

DETAIL THE PROBLEMS SET OUT N QUR é:b-_

OF THE WEXT FEW DAYS. ”
AS FAR AS | AM concennsn 1 SHALt m‘b

ALARMING ASPECTS OF THE CRI Sl S wlTH q.m_
iT ALSO OFFERS THE OPPORTUNITY OF A MAJ
OPPORTUHITY OF WHICH VE OUGHT, IF Fﬁss'll

YOUR SINCERELY
UNQUOTE.
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