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BACKGROUND

Sis Neither subject is scheduled for discussion.

G. The Prime Minister will be aware of the difficulties

for monetary policy that could be posed by early participation
in the EMS exchange rate mechanism. The draft statement at
Annex A is designed to present these in as favourable a light

as possible.

e The Luxembourg European Council had before it three
reports on progress towards the establishment of the European
Monetary Fund. Heads of Government took note of these, and
invited the relevant Community bodies to press ahead with
work in order to move on to the imstitutional stage of the
EME which would include the creation of the European lMonetary
Fund. There has been no time for further work since the

Luxembourg European Council.

8. No mention was made in the European Council conclusions of
the target date for the establishment of the EMF, which is

March 1981. It is now almost certainly too late to keep to this.
This suits the French and Germans, who find the date uncomfortably
close to their domestic elections, but may displease some of

the smaller member states. It is not an important matter for

us. Any discussion of a new target date would be better deferred
until the scope of the problems involved in setting up the EIMF

has been more fully assessed.
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ATEMENT OF EMS .

The United Kingdom Government fully supporte closer monetary
co-operation in tbe Comuunity in the interests of the fight
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against inflation; and fully supports also the European -*
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Monetary System both as a major step forward for monetaryfﬁ
)

co—operatlon in the Community and as a Community 1nstfﬂﬁeﬁéi
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The United Kingdom is partlclpatlng fully in the dlscuseions
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on the setting up of the European Monetary FUDd and 1ntends u
to brlng sterllng into the exchange rate mechanism of the .'
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EMS when condltlons permit. The Government w1sh to do thls
S et

B e

in circumstances and at a time which are b.e:st for the'“fﬁf
Community and for the System, as well as right for our own

economy.

brlnglng our rate of inflation nearer to that in most other

Community countries.  In those condltlons we would have mora
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room to reconcile monetary and exchange rate obaectlves,
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and the stablllty of our exchange rate would be relnforced
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to the advantage. of the System. We shall also bhave to 9

fora. .
o -] .rw .'.I'.-.

CONFIDENTIAL




CONFIDENTIAL

The March Budget represents an important stege in

reasserting control of the United Kingdom money supply,
public borrowing and inflation « objectives which the ol
Government believes Lave the support of their Community |
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partners. The Government look forward to the time when'

the success of these efforts will ensble the United ' i'i’
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Kingdom to Jjoin the exchange rate mechanism of the EMS, '
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