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I am enclosing a copy of an extract from the speech that I
made to the Conservative Group for Europe last Friday, because it
makes a particular point about current monet3ry developments in
the Community, which I thought might be of interest.
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The general arguments for joining the Exchange Rate
Mechanism of the EMS are not in any sense new.

But the new factor that has struck me increasingly in the
last few weeks is that if Britain were to join the ERM, the
consequence would, paradoxically, be to check the movement
towards Economic and Monetary Union and impede the consideration
of radical proposals such as the creation of a common currency or

. a Central Bank.

I have tried to show why I have come to this conclusion in
the speech extract that I enclose, and that may be sufficient for
the point to be taken into consideration.

But I would also of course be very happy to discuss
further the reasons why I have come to this view, if you feel
that that would be of any assistance.

R

The Rt.Hon. Margaret Thatcher, MP
Prime Minister and First Lord
of the Treasury.




TALSMANDSTJENESTEN - DIENST DES SPRECHERS - SPOKESMAN'S SERVICE - SERVICE DU PORTE-PAROLE
YNHPEZIA EKNPOIOMNOY TYNOY - SERVIZIO DEL PORTAVOCE - DIENST VAN DE WOORDVOERDER

eo® o o o0 00 oo ® O 00 o o L [ ] ® 00 & o0 o

LA J e o e o o L LA LS ® 00 o o o ."

St AR S o bRl (i I el A fog g 71 31 IP(89)70
L] LX) L L] e o o o L] LL A L] ®

PRESSE-MEDDELELSE - MITTEILUNG AN DIE PRESSE - PRESS-RELEASE - INFORMATION A LA PRESSE
ANAKOINOEH TIATON TYNO - INFORMAZIONE ALLA STAMPA - MEDEDELING AAN DE PERS

Embargo
Eriday 10 February, 2030 hours

Brussels, 10 February 1989

MONETARY PROGRESS IN THE EUROPEAN COMMUNITY

Case stronger than ever for UK participation In the
Exchange Rate Mechanism

Extract from the speech by Sir Leon Brltt&n. Vice President of the European
Commission, to the Conservative Group
for Europe, Coventry, 10 February, 1989

"As the 1992 programme gathers momentum, attentlion has Increasingly focused
on the separate questlion of the need for progress In the monetary sphere.

The UK already does more than half of Its trade with other members of the
Community. Anyone who has experlence of the reallties of exporting will know
the advantages arising from exchange rate stabllity. This Is particularly
true for smaller businesses which do not have easy access to the flinanclal
techniques for hedging exchange rate risks that are avallable to big
multinational companies.

In addition, events of the last years have again under|ined the need for
continual vigllance In the battle against Inflation. Among our European
Community partners, few would doubt the contribution made by the exchange
rate mechanism of the European Monetary System to the control of Inflation.

For both of these reasons | belleve that Britaln would be best served now by
fully Joining the EMS. That Is Indeed a view that | have held and expressed
publicly since early 1986.

As to developments beyond the EMS, the Increasing Interdependence between
the economies of the different member states 1Is Inevitably leading to
greater coordination of member states’' monetary and exchange rate policles.

That |Is why the Heads of Government last year set up the Delors Committee to
report on how further progress towards monetary union might be achleved. We
will all read that report with Interest when It appears later this spring.
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What |s already clear to me, In my short time In Brussels, Is the .Ifost,'
Iimportance attached by our partners to sterling Joining the exchange rate
mechanism of the EMS. They would warmly welcome such a step, not just as a
gesture of unity, Important though that would be for many of them, but
because they know and appreclate that In economic and financlal terms
British full membership of the EMS would greatly strengthen the Community,
quite apart from any benefits It might confer on Britlan.

By the same token, because British membership Is regarded as of such value
and of such significance, | belleve that It would be readlly understood that
the Introduction of such an Important and widely-traded currency as the
pound Inte the Exchange Rate Mechanism would change the basis of the
monetary discussion. There would be strong arguments, Indeed, for a perlod
of stocktaking until the full Impact of the new situation - for Britaln and
for the Community as a whole - became clear, before taking further major
steps In the monetary fleld.

Meanwh!le, Increased monetary cooperation In Europe |s agaln on the agenda,
and It Is too Important an Issue for Britain's volice not to be heard. Only
as full members of %the EMS can we really hope to Influence Its future
direction. That |Is why the case for entry now Is stronger than ever."

For further Information, please contact:
Michae!l Berendt : 235 8562
Ellzabeth Kalser : 235 2210




10 DOWNING STREET

. LONDON SWI1A 2AA
From the Private Secretary

17 February 1989

The Prime Minister was grateful for your letter of
13 February and has noted your views about our joining the
ERM. She would like to have a talk, not just about that but
covering other subjects as well. Her preference would be to
hold it a bit later in the spring or early summer, perhaps in
May or June. Would you like to ask your office to ring Amanda
Ponsonby here to try to fix a time in either month when you
are anyway going to be in the United Kingdom.

The Right Honourable Sir Leon Brittan, Q.C.




