THE INTERNATIONAL OURRENCY CHIEIR

Dr. WAHITH SHINDY

Part I

A —Preface

The foundation of the present international finandlal system
wag layed down during the Bretton Woods Conference in 1844
From thenm to 1850 the system was not rightly tested because
moet European currencles wers not fully convertihle. Thus,
the system wus not actuslly tested except later,

Paradoxically, the forces that were responsible for the
strength of some Huropesn correncles, have started to work
against the strength of the dollar by the end of the fiftles

Financial experts Hke Professor Robert Triffin thuos pre-
dicted the breakdown of thes present intermational monetary
aystem, and even pronounced tts death since 1859.(0

A major change In the systermn was experianced in the sixties.
The Pound Sterling was devaluated along with the French frane,
ate.. . The creation of the special Drawing Rights by the IML.F.
and lately the return to & two-ter gold system. The present
crisis can alsc be conxldered as another stage in the breakdown

of the system although it 1s far-reaching in its impHcations.

The Internetionsl flow of capital, aspectally doflars from the
United States and the Eoro-dollar market to Westarn Harope,
started at the end of 1570 and the first monthe of 1971. The
month of April, 1971, however, witnessed a record volume of
dally flow of dollars reaching almost 1 billlon dollars on & =ingle
day in Frankfurt and almost 250 milion dollars In Switzerland.

By the end of April, the flow of dollars declined only to
reach mommental volumes et the beginning of May 1971. The

1) Neithar Gold nor the Dollar, Robart Triffin, in the Intermetionel Mo-
ootary Bysiam, USRS Chambwr of Commearce, page 1
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mmmtuflnﬂowpmednwrycompﬁmted problem both for
the Ccntral Bank in Western Europe and the U.B financial outho-
ﬁttes,l.ndlnta'ledtonqmﬂoningoftbamtemaﬁomlmm
of the dollar.

On May 5, 1971, the Central Banke of mome Huropean
conntrlemwemprmcd,tnthdrmppartomraﬂnm,toaddnhﬂmt
2.5 billion dollars to their reserven. Of this amount, the German
financial authorities provided 600 milHon, the Dutch authorities
240 milllon, the Belgian nuthorities almost 100 millon.

Had it not been for the withdrawel of support operntions
at noon by central banks, the amounts could have bern lorger.
Most Important banks in Hurope guspended operations from
Wednesday, May B to the following Monday, May 10, 1971

Dwuingthiuahortperiodmeralmuﬁnptookplnmtoﬂnd
a solution for this very premaing problem. In addition, the Fman-
ce Ministers of the European Economic Community mct to
n.gfeaaboutme::umtobeu.kmtontopthninﬂawofdo]hm.
As will be discumsed later, the European countrics were unable
to reach a unified stand. Thus every country took unilateral
action which wus dbsclossd on the eveming of May 9, 1871, to
enable the financial market to reopen on Monday, May 10.

West Germany and the Netherlands decidod to float their
cnrrun:iea.&wtturh.ndund.&mtﬂad&cﬂedtouvﬂuathclr
currencies by 7 and 2.65 percent respectively, while France wos
fnithhﬂtoitaownrequutformtncrmcmthap:riuofgo}d.

Thauemndphxnoftbeproblemcn.maa.larmltoftho
gloomy picture of the U.S. econamy. In particular the stagzvring
estimates of the imbalance in ths U.8. balance of Intermational
paymonts brought about President Nixon’s program to rescue
the dollar decidded to stop the outflow of funds and reduce, if
not totally elhninate the deficit within few yeara.

President Nixon armounced on Angust 15, 1871, his program
to deal with the real causes of the problem instéad of its wymp-
tams. The program i an integr-related attack on both foreign as
wall as the domestic causes of the problem.

On the Interpatiorml front the Premidemt announced the
fallowng measures :
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1 — The temporary suspenslon of full convertibiity of dollara
into gokd or othar reserve ameets for Government and Cen-

tral Banks

2—Theh::punitlonocfatampornrymmhugeon!mportltotho
Untted Statea, gecerally at a rate of 10 percent

3 — A ten percent reductlon In the foraign economic aid-
On the domestic front, the Président announced :

1— A ninety-days freeze on ull prices and wages.
2 __ Creation of a Cost of Living Coundl to effect a transltion
from ths temporary freeze to continued price and wage

stability.

3 — Reoommendation that Congresa erect an aocelerated tax
auﬂtontnvcshnentntthemtuctlﬂparwntfprommr,
to be followed by & permanent credit at the rate of B percent

4 — Recommendation that Congreas repeal the 7 percent excise
tax on awtomobiles.

Most experts wure surprised by this program. Althoogh no
one questioned the right or even the duty of any country, io-
cluding the U.S., to solve Its own economic problems, however the
actions went for a flald from the required remedical The UA.
attitode from the beginning of the arisls wus lay tax.

The Nixon's program affectad boih the Internationsl finan-
cdal as well aa the internationel trading system. On the
financlal aspect it meant closing the gold window by stopplng the
convertibllity of dollars into gold. The trude aspects of the
meagure, especlally the 10 percent surcharge, ware canmidered
completely unusual steps taken aguinst the interest of most
Western countries. Tt mctually meant a de focto devaluation of
the dollar. In additon it reminded different countries of the
old days of trade restrictiors end trade war.

This autumn, every country tried to look afier lis =elf-
interest. Thus each country took whatever measure to protect
fts financial end trade interests X thought necensary. They
moved within international orgenbmtions like the Genaral
Agreement on Turlffs and Trade (G.A.T.T.), the International
Monetary Fund (IMF.) and the Bank for Internatipnal Settle-
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ments (B.1S.), plus regional organirations like the OECD. and
the E.F.C. to reduce the seriousness of the actions and to find

the proper solution for this most presmng problem for the Warld
economy.

Unfortunately, collective actions take timo; thus diffcrent
wmmurdiadonunilatmtlacﬂontocountmﬂtham

messures o8 we will seo later.

The final stage of the crisls witnessed the different efforts
bythegrou‘poftmmdw:iommmm.’rtmmﬁngubetmnthe
Europu.nha.daia.ndPrulduntN‘tmn,duﬂngwhich the U S.
govﬁrnmantdechrﬂiituwiﬂiugnmtomnkeaccmpmmiwby
dcvﬂuingthodoﬂl:,cauﬂudwithmlmuemthcpnced
guldtromBﬁtoEBdolhﬂmounce,mdthaaboliﬁonofthe
10 parcent mmecharge Most European countries, n turn, agreed
to revalue thelr currencies and to negotiate trade problems with
the U.S. Thus an important and far-reaching step wus tuken
to solve the monetary crisds of 187L The ramifications of this
agresment go way beyond regular perity rcalignment to affect
the status of dollar ard even the future of the intcrnational

monotary systam.

B.—The real reasons behind the orists :

It is difficult if not Impossible to pin-point one specifia
reason as the real eause behind the currency crisis of 1971 In
fact, it was the culmination of different but interrelated fuctors
that brought the crisls to a head The following factors are the
mogt Important;

1 _—the continued imbalance in the U.3. balapnce af interma-
tjonal payments which prevailed for several years,

2__ the nature and the effct of the Euro-dollar market which
cntails & vast pool of liquid and irregulated resources,

3_ and finally, the differance in kind between the economie
prohlem fecing the United States and mest Fuopean
oountries and other international monetary problems, and
with it the complexity of the fiscal and monttary policles
required to deal with it (especially the interest rates).
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1— The US. Balonee of Internetlonal Paymenty

ThoU.S.halnmaoflntunmtionaJpaymmtnwumdlﬁ.ﬂ
tlagrel.tcameforthetmuhletnthelrrternnﬂonulionﬂtary
System. Bﬂgi.uningwtththeﬂrﬂeltheUB.bahnceufpaymmtu
hn.uboa.ntndcﬂcit,trre:pacttvaoftheduﬁnitbnumd.

FromlMBtothebagmnlngoflﬂ‘?lthedeﬂdtexmeded
42,000 milllon dollare.’ Qut of this enormous amount only
B,OmmﬂﬂonmcovemdtmmtheU.S.rmea The rest
was financed by accumulating dollar assets sbroad. The US.
waumctlmﬂythnonlycou.ntryublotok&epmchudinequm-
brimmforuolongnpuhdbemmafth.emlaofthedollu
utheotﬂcinllntﬂrnation.ll_c'umy.

Intheuﬂyy&nnofthopu{od,thudﬂﬂduwmmu
pnrtofaprooe-otmhievingamomldaqmtcdiltrfhuﬂonaf
wnridrmu,thmenabliugthemumpenmwuntﬂmtou-
tablish convertibility, ‘“US. reserves were high and the con-
vertibliity of the doller into gold was cut questioned”. @

When the Europesn countries plus Japan reacquired their
competitive strength In relation to the US., they accumulated
Eurp-tmeuarﬂttartodtomnvmthdrdoﬂuhokﬁng:totuld
frum the US. gold reservea Furthermore, in contrast with the
pmexﬂngpariod,ﬂneU.E.duﬂcitlnthmey’mmwuﬂmnmd
Mmjarptrt.byadnwtngdawnofmm

Howw,wtthpa.mgaoiﬂme.itwuavidentthntthh
situation could not last forever, The US. gold reserves have
be-enmdmadtmm%,ﬂﬂﬂmﬂlimdolhm.dmathnw.to
about 10,000 million tn 1971, while fts short-term [ndeldaedness
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Ptthnputhchntstmkecnmealnrmﬂtofthnfnrm
of the Department of Commercs about the woracmng of the
merchandise trade balance, which wos consldercd by a dlutin-
guished bank as the most striking development.

Traditionally the US. trads balance wos m purplus. The
rn.ngevnrledbutwemmorethnnibiﬂiumtohmhiﬂinmnyur
A trade surplus with foreign countries meant a reduction o the
overall deficit of the balance of international paymunt. Howm-
ever,furthcﬂrattlmadnccl&%thaCommﬂct'anrtment
e:ﬂmutedaduﬂdttnthotudabnhncaof;bnut?lbﬂﬂondm-
Lirs which would wipe the 1970 wurplua.

Infa,ctUB.totﬂrewrvousetldroppedtoe.hautﬂw-
llon dollars in August 1971, meking it tho lowest declinre in
U.S. history. At this Jevel, U.8. rcserves wrre lower than 1837,
s rexerves stood at 12,31 billlons, ull of which woere in gold

2 _ The role of the Earo-dollar morket

The difference in economio publicics befwexn the T8 an
the one hand and most European countried on the other, phua
the intercst rate diffc¢rential, opened the doar wlde open for ane
of the mosgt efflcicnt and most competitivo flnancal marketd to
act, { e, the Euro-dollar market,

By definition, the Euro-dollar maorket 13 ‘ the market in US.
dollars held on deposit with banks outeide the T8t Although
thess are also markets for Eurupean currencics outride the
countries in which these currvncies are conmstdercd legal teoder,
like the Furo-marka in London and Euro-sterling in Continwntal
Markits, nevertheless, the mize of the Eurodollar market has
inereaped from o few billlons in the emrly sixties to 25 bilhon 4
mlgﬂalmiappradmutelymbi]hombylm

Thege vest financlal resources heve bern waditiomally frea
to move to Haropean oountries, USA. and other intercatced
countrien in the world. They have been ussd by banlks, bumme.a
eorporations, Central Banks and even mmdividuala Unbl Lhe
bcg’tn.niﬂgoflunelﬂ?lthemoumaoftheﬁ:m-o-dulhrm

1) Furo-dolar Banking MEL, Fret Notinal Gity Bunk, Jub 1971
. 11 to 18
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ﬂlpphc-t‘oftu:ndﬂm ThiBinmuhnIpconu-n.nttothnprc-
vious P2 n which individusls and the business community
were the sources of

3 — The difference tn the mature of the economic problem

The differvnce in the nature of the economic problem
petween the rS. and most Europesn countries (especinlly the

times during 1870 and 1671 to reach helf of fts evels m & prriod
of 12 maonths.® The Treasury Departmont reduesd interest
ratusanttstﬂ]lltromﬂperoentmmuember 1060, to 3.0 peT
cent in April 1971, Furthermore, the Federal RemeTve dlscount
rate wee reduced five tmes since November 13, 197012

At the same time, the prevalling interest rate in Foropean
monuymrketnwumundﬁtoTpﬂcmtin]{mhlml In
their attempt 1o damper inflation most Huropran cnmtries
tried to reduee the interest rates by 06 to 1 P cont at the
t-ndot}hmhandthcbcginmngofhprﬂ,lﬂ‘fl.tohmttﬁnm-
cinl expenston.

From March to December 3, 1970 the West Gorman goveln:
ment reduced the imtercst rate three timecs from 75 per cent
to 6 per cunt. In April, lmLtheramwanredumdug:mto
5 por cent. Howgver, the iptercat rate In FCurope wWos =till higher
thon the proveiling rate n the TS

- -
1, Ta Tamo:, Aprilt 2, 1971,
1) Tt roevnanad Horald Tribonh Apru 1871
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toremhmnnumenmlcnhatthabﬁﬂnm:ngufuny. The level
cd'tnﬂowruohed2ﬁbﬂﬂondﬂ&undmingthemlyhmnor

tacts and eﬂort-memdeinmattempttoﬂndthn
dghtﬂdutl-ontothiu
The mluﬁoutothhhnpmwubynommmyto



pri poscd actlon of member countrics in the Common AMorket
gnd just what was {n the best interest of the Alnrket s O whole

In this kind of situaton, however, It was very difficult, if
not impoxmdble, 1O reach a common stand supported by ratianal
LCLTOMIC reaponing. Thus, each conntry tred Lo protect ts
gelf-intcrest BVl the prevelling international forctd ynd pres-
puLcd.

The US. hpancial authorities took @ ¥eI¥ pasaive VIEW of
the crlsm. The 1"S. Treasury Dupartment declared that tho
monstary unrest need not bring ebout any purity changea 0T
wny chift 1o policy. In fact tome officinly declared that there
war Httle thet the U.S. could dn to solve the problem.

Furthermore, the posatbility of mareasing the price of gold,
which has Dt rnised several Qmes during the sbxtied, was
quickly dlemissed by U5 officieats as an old balloon which has
been burst 1onE ago.'tt Thus they puwised the problem onto the
Furcpean countrics, expecially West Germany, by thelr ewait-
ard-s e+ attitnde.

the locreasc in domestic demand for funds would jron out the
diffirance In {nteresi rates.

D —The Case for Germany

oo akility of the German Central Bank to purue 0B ulfec-
tive domestic manctary policy wad greatly weakened by B¢
huge inflow of uhort term fanda into Germany, muinly from the
1" S, and the Furo<dollar merket. 1n 1670 about 6 billion dollara
werv trapsferred. In the first four months of 1871 an pdditional
3 bilhon dollars werd gheorbed. Durmg the three dayd of May
9.3 about 2 billlon dollara WATC transforred, thud bringing the
tots] to more than 11 billions i les3 then a yrar and a baif.

—_—
(1 gntomnt by Punl Vakoke T, e Tohr -y o - T ary
rportd 10 the Poooed T3, Moy 6, 171
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Thm,to.tcmtheﬂowofdoﬂarnlntoWatGﬂrmnnymdto
brake the country’s mounting inflation which was esgtimated to
reach 45 per oent during 1971 fl?,fot:rotWeathrmmy'lﬂm
prineipal economio Institmotesth recommended the free cfloatings
oftthe'utlcheHarkfuranLndeﬂn.[tepcﬂod_ Tha fifth — the
Emnomichtﬂ::teofWeatBerun—-mlhdfurmtrightrmtun-
tinnpnﬂiblypreoad.edbymlntm-}mmmofﬂm.ﬁng.

Themportofthoﬁmimﬁh:tmbeﬂevedthemwmthme
m;jorcnumfarthog:lobdupswtngtnmmﬂon:(u) o sherpen-
mguftheﬁghttom:rowﬂmglpbatwmthnlnmmegmm
(b} increased demands by trade Unlong totnmrathatemplom
obtain real income rises, and (c) o willingness by employers to
pay higher wages mdthe:uoﬂutthehjghercmtthwughrm~
ing prices,
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dollar, and c) Impasing severe foreign exchonge control+.'! The
chaice of policy had been ocomplcated by & lack of agreement 68
to what should be done to curb inflatian, Another ccmplicating
fuctorwuthcmlhiﬁtyofWeutGermnnytomﬂvmct France of
the need for a concerted move in the directlon of greafcr ex-
change Dexibility. This was at thc rame time that Germany
was inhfbited from acting unilaterally by the EEC policy of
closer monetary integratian.

The alternative of imposing smtatory limitaticns on cepral
movementa — though contrary to prominant Germon cconomie
thinking — was known to have been under conideration

Floating the Mark meant that the Bundesbank would with-
draw ite commitment to kecp the mark pegged to 13 prusanl
panty of betwecn 3.63 and 8.69 to the dollar. It would be LIt
to float in forelgn exchange markets untl it reoched whatever
parity becomes established by supply and demand. At first tow
would mean an even greater inflow of dollara becatsc of rpevtla-
ﬁvt-duulmtocuhinonttlerpecttdrbeinval'ue. An thy ddl-
lars enter In greator amounts and the floating rote Tie.., bo -
ever, the exchange ynitue of the dollars would d:crense thua
making it no langer profitable for gpeculators to 262 dollars for
marks thus, halting the dollar inflow.

g.—A unilteral action

Duetothalncko!theﬂ}\n-upeanmuntrientorcuchaumﬁ-d
stand, epecially within the F.EC., with respect 1o the dollar,
each commtry tried to advocate and later to adopt different polb-
cles conglstent with its own eonception of national relf-interes..

The German government had decided to let the Aark flaat
for an indefinite period beginning May 10, 1971. The Balis
government revaliod the Frane upwards by 7 petent, whild

(1% A lrge dollar frflow keada to ED IDETYC fn eash m ¢'Toalatron wirim

Grrmany tbos fnding 1o rate of mfiaton Ghrraia {rda Aot

how wver, cantest ¢t & froe fowbng OT r-vatupton cf ih Orat-ok
Hukhmnuimumrnﬂuldimt.acnt:pnrt‘.
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In the following days both the DM and the guikder floated
downwards The Mark fcated at aroumnd 2D peT cent, while
theg'uuderwmtd.owanpurccnt. However, on May 21, the
Mark floated upward agein to its highest level mnce Moy 10,
197Lr&mrdiniarlﬂcmitlpaﬂt?0flbcut£ﬁp£:cﬁﬂttothﬁ
dollar.

At that time, no 0D® Jnew exactly the limits within which
the Garmen government would allow the Mark to float. Huwe
va‘.ttwuwid.elybe]:leved thn.tn.nupperlimitc‘.m to 8 T
cemt was the maxmum beyond which the Bunde sbank would
intervena to prevent further appreciation against the dollur * .

of dollars (about 16 bilions). However, the bank interventd
later to Insure the following ohjertives :

Frst @ ToO discourage forelgn holdings from coming to Gur-

Germl-nyuftlrrccﬂvin;purmmoﬂ- This regulation
W,didnatappiymdcpoaitunceedmﬁwmuu-



Thuathmmnoupociﬁctimaperiodknmtothapuh&c.
However, it was reported that the Minister of Foonomicy #gvy.
rrdalongpmiodoffhﬂngtoﬁtrengthunthelhrk,tooool
thehIﬂ.ltk;u,lnduttheuametimetoaﬂowtheCmtruBmk
to sell some of jtg doller holdingy,

’I‘heDe-utncheMarkmmeoutofth.em'inhBtrongerthan
over before, Infact,itlanowcoﬂ-dﬂmﬂtobeattheumo
Ievel an the other remerve Currencies. Thiy devalopmant left e
mark on Lheflrturuofthe Internationg) monetary sywtem

meity, Hoﬁ‘sm,fortheﬂmtﬂmedmulﬁﬂ‘i’,theU.S Depart-

mentofCOmmuﬂmtedldaﬂdtmthclmlm
oa‘ﬂboutlllbﬂ.[londoﬂlm

(1) E‘miudh, the U g, but nokyding L'Imtmrhnd, World Fnanaly) Mar-
uty, Morgan Fuarantes Trust Gummy, NY, July 20, 1971
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.

ga much a8 the U& rescrves). Thus, the forccas. of the U
Department of Commarce, represented the last Wraw 1o 0 glocmy

Other eCcONOML imlicators gave 8 gloomy picture. The
cangumar price index was [nereasing the rate of unsmployment
rench-d nearly 7 pereent, the forecast of @ balince of payments

deficit of 113 biliion doliare and a dechnc 1 the U.S, grid reaer-
ves to 10 biiton dollars-

The orthodox golution to the 8. defiat probwm could
have boen achleved through restrictive monetary and budgetary
policied and a reduction 1 money cxpenditures on goods ard
aeTvices ]

the rete of employment of both men and machines. However,
no country in modern times i8 willing to echieve equilibriam

armthemrammﬁincmdcdamdnyutrmdnﬂpﬂmmd
mu,&cm@nofneﬁdﬁvﬁ;mmﬂmﬂamm@a-
don of & 16% tax credit on

On the |ntornational front the Preuident announced the tem-
porery guspension of full con ' of dollars mto gold or
othcrreuumamtu.thoimmﬁtmn of & tcmporRLy rurchaige
on imports into the U.8. gensrally ot a rate of 107, and a ten

The apdministration hoped that through the progiamme It
would check {nflation, give the ecoOOILY incentives, and thus

(1: Thor Currensy Crige, The Mankp T Vormac. 191 Taoe 197, PRI .].=8

(2 Bpeach bY the T A Duguty Und-r-Bervinry o mtate to th! GATT
Council, Geolvl, Angpust 11, 1971
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No one would question the right and even the duty of any
country, including the USA., t0 gvercome 30 imbatance m T3

American officlals had declared that the wurcharg would
sot be lifted until several issuen had becn settled. High on the
list were the reform of the Common \prket's form policy, the
gharing of Nato costs and the forwgn ald burden, the removal
of non-tariff barriers which hamper Awmerican trade, and abave
all parity changes.

In a protectionlst mood, the U.S. Scnate parscd oD NovembeT
18, 1971 o repolution EiVInE the President broad authority to
dechrea«mlmmdpaymentlemargemy»nndtotmponamr—
chargeoilﬁpemcnttn.ﬂtﬂaddlﬁpercunt. It also gave him
power to impass quotas of total bans on ADY product tmported
in the U.B.

In fact the UB Prealdant went &8 far as invokng the Trod-
-iththnEncmyActtoltnﬂttaxtﬂemeortﬂtmmhpnnon
October 15th to the benefit of the IBTRE taxtile lobby of the

Whet was dangerous wid the betcf held In both Western
EuropcmdupmhﬂyintheUB.thattlmebionthcirﬂdt.Whﬂc

ern Guropean countirien were toking countervailing measures.,
untl the patterndconfuctwuﬂxei Thus :

e e —

{1) Reportcd by Intcrnutwonel Herald Tribaine, g. ptemixr IT, 1871
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1— Weat Germany intervaned n the éxchange market at the
end aof September 1971 to hold the upward float of the mark.
In fact most of America's «trading partners have put a g
On the upvaluation of thelr currencies untj Mr, Conalty

to follow the Canediang in subgidizing their &xXports to over-
come the surcharge barriers, ang,

3 — 8ome ocountrien, like Denmark, had taken counter-measuray
to restrict American imports to their markets,

which was declared in 1081;
2—Bym:c)retha_nlthreetnoneratioofthed&im1lgﬂmtthe
available gol mtock in the U.8,, andg,
3 — Most important, by the Presgures of all kind applied to fo-
relgn autharitles whep they demand Eold. But pressure and

In actnal practice Into a Hmited convertibility, Thin fact, gim-
plc a8 it was, was not ackrowledged by the U.S, except quite
lately.
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Furthermore, Bome Amerlcan experts ke Edword Bernz-
tdnc:lladforadavnluaﬁonat?tospercmtwhﬂathema]or
Western Europsanl Countries should upveino their ourrendes by
a plmilar amount®.

gold window and stop the convertibiity of dollars into gold.

Theworldwuﬂhockndbythhmﬂcnandtbo]a}momn
m'untrl.cuwareuﬂ;an.’mhad.not onlybythacloﬁlngo{the gold
window which, from thelr point of view, was an LOnec s3Ary
tcp, but also by the severity of the meaJures aken to bridge the
deficit of the balance of paymenta

Thum, the mmmdonﬂmmetlf?nyﬁemmmcnmd}aﬂy
aktered.’lhcdnynofthadolhrb:axdongoldhnvegono]jkothuea
ofthaoldtold.tnndnrﬂ- Itwa.suptothoworldmomtar?
quthorities to chooae between two different altornatives @ th2
ﬁmt,tompthammumtchwtthjnthem:ﬂnsuy-tmwhﬂo
giving temporary rellef from the dtfferent symptoms ; the
necondwutowmetogﬂ;m,w’fththemduprohiemandtry
toaoh'eitthmughmnlﬂlatanlacﬂon.

TheExIrOpemocuntrlmp}unJapa.nbeﬂeved.uamnttaof
prtndpla,thatt.haU.S. ahouldmnkﬁacont:rlbutlonﬁrit,md
that the requested rate of re-evaluation 13 emormousty high.
Everyooum:rzhld,thu.l, mbarkedonamﬂntenl action to
defend its economic l.nture:utu-'ﬂmremﬂthn.ﬂheﬂl.gunﬂrﬂ float

s — e e et

(1) Btatrmont befare the Congrasional Committee UBE. CrwigTost, Bupt
1 19TL
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for thedr currenctes, In fact, Germany, thoNethurland.,Belaium,
Italy, Britain and the three Bcandinavien countries had estahll-
lhudﬁ'eauc.ha.n;ema.rketnforwmmﬂajtmm@tjom.

’IhaBIiﬂ:hROvernmmthtthepouudﬂmtltthounﬂof
August 1971 Tothartrrmhofmenlﬂnmcﬂ.ﬂetrperts,tha

Todmjwﬁhth.bseﬂotmdhnﬂcm,tbeﬂnmgmgmrmtorof
theFmd,Hr.Prhna-Pn.ﬂBchWﬁt:m-ruhdommAumtlﬂﬂ
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;mﬂ.ﬁhpﬂtybetwtmmednﬂarandotharmmdmmr-
thermaort, he called on the US3. for o formal devnluntionufthﬁ

dollar agalnst gold.

reported in September, 1071 reflected that the dollar ghould be
deﬂluodbyatoﬁpcrcmtmdothercmrmu}uuhauldbe
revalued ¢ the yen by 15.2 percent, the deutache mark by 113
pamont,thec;nmdjnndomrbyll.ﬁp:meﬂtmdthc?oundsm-

ling by 72 percent®’.

further.Thac]imbmtheDleunequivnlenttoun—thBﬂm
of 10 ,percantonitu;r&ﬂmtpaﬂtymdtnthemdotsm-
lmg a revetuation of 9.5 percent'’

—_——_

(1} Repurtrd by Kyodo orwa greica of Japan o gopt 1, 1871, w8 O
made by Mr. gechwwizT at thy nerat Group of Tvn ri~ung
in Londdon.

(2) The Times, Bept T 19TL
(3y BEdwin L Dale Jr, IHT, Hovember 23, 1971
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B. Frellitgte resampton of the orderty condoet of the
Operations of the fung )





