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THE WHITE HOU S E 

WASHINGTON 

May 5, 1986 

MEMORANDUM FOR KATHY OSBORNE 

FROM: Donald T. Regan 

C. F . 
...39£377 
~,!J,CJ.tJ~-/£} 

/-bLJII 
f:iUJ~ 

The following are permitted to have access to the President's 
notes from the Economic Summ · t· 

1. Secretary Shultz 
2. Secretary Baker 
3. Alan Wallis 
4. Admiral Poindexter 
5. David Chew 
6. Steve Danzansky 
7. David Mulford 

An "eyes only" will be made for Secretaries Shultz and 
Baker, Poindexter, Chew and me. 
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DRAFT COMMUNIQUE LANGUAGE 

International Econonl'ic ~olicy coordinati£n 

The heads of state and government emphasized the importance 
of close and continuous coord:i.:nat±on· of economic policy among 
the seven Summit countries. They welcomed the recent 
examples of improved coordination among the Group of Five 
Finance Ministers and Central Bankers1 noting that this 
coordinati-0n had helped realign currency exchange rates and 
lowe:r interest -rates- 0n a bas±s that was both orde;r,ly and 
non-inflationary. They agreed, howeve:r, that add:i:t±onal 
measures should be taken to assure that .{procedures· for) 
effective internaitop.al economi-c pol:i:cy coordinat.ton be 
strengthened further·. To th±s end, t.he heads of state and 
government, 

(1) agreed to as·J:t the Group of Ten to work together more . . 
closely and more frequently in the pet!iods· between 1:egular summit 
meetings, 

('2) asked the Finance ·M.l'n,:l:ste-:rs of G -10 cGuntl7ies to 
review their: :indi'Vi:dual econoro±c objectives· and forecasts 
collectively at · lea.st once each year tut.tliz;i:-n9 the 
objective indicators spec.i:-f ±ed below· ... ":"')- wi' th° a v±ew, 
particula~ly, towa~d exam±ni'ng the±T mutual compattbxltty; 

(3) stated that the purposes of i..'mp.t;-oved coordin_at,j:on 
should expli:c:ttly i ·nclude the followi'ng: 

(a) promoting non-i:nflat±ona'l'.'y econo.mic growth~ 

(b) strengthening .·market-or±ented ±ncentives for 
employment and producti"\Te in-vestment, 

(c) opening the i'nte:vnaitonal trading and investment 
system; and · · 

(d) foster.tng gl?eater stabi:l±ty- [and predi:ctabi:li'ty/ 
reliabr1ity: ±nJ currency exchange rates; 

(4) re-affirmed their undertaking at the 1982 Versailles Summit 
to cooperate .wi:-th the IMF in st'.l'.:engtheni:ng mult.i:-­

lateral su,rveillance~ particular~yamong the countr:tes whose 
currencies constitute the SDR; arld directed that, in conducttng 
such surveillan·ce and in conjunction with the Managing 
Directo:t' of the IMF, thei'T i:ndi"Vidual economic for:ecasts 
should be reviewed taking into acc0unt 0bjecti'Ve indicators, 
such as GNP growth rates, j~nf lat ion ,rates, 
.tnte:r:est rates, unt:;!lnploy,nent 't'ates·, :f.i:scal deficit rates, 
current account and t~ade balances, monetary g~owth ~ates, 
Tese:r.ves, and exchange l?ates; 
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(Sl. urged the Finance Minsiters and Central Bankers to 
provide their best efforts to reach an understanding on 
appropriate measures whenever there were significant 
deviations from intended course - and recommended that 
remedial efforts focus first and foremost on underlying 
policy fundamentals, while reaffirming the 1983 Williamsburg 
commitment to intervene in currency exchange markets 
when to do so would be helpful; 

{6) directed the Group of Five Finance Minsiters to 
include in their meetings other Summit pat"t~cipants . 
whenever the management or ~he improvement of che international 
monetary system and rel~ted. economic policy measures are to 
be dlscussed and dealt with. 

They invited their Finance Ministers to report progress on 
their next meeting. 



DRAFT COMMUNIQUE LANGUAGB 

!.ntern~tion~l Eoonomi0 Policx Coordinat1o.n 

The heads of state and government emphasized the importance of 
olo&e and continuous coordination of ec0nomic policy o.mong the 
seven Summit countrie$. They welcomed the recent examples of 
improved coordination among th• Group of Five Finance Miniaters 
aad Central Bankers, noting that thi■ coordination had helped 
ra~lign currency exohanga ratee and lower intereGt rates on a 
basis that was both orderly and non-inflationAry. ~hey agreed, 
howev$r, that addition~l meaeurea should be taken tQ asa~re th~t 
procedure& for effective international aconomic policy 
1,.:'-''-'"'·~lJ.ne:1.t1on be S'trengtnened t'urther~ To thia end, the heads of 
state end governments 

(1) agreed to form a new Group of Seven Finance Minieters 
including lt~ly and Canad~. rhe Group of seven will work 
together mora olo&ely and more frequently in the periods 
between regular summit me$tings, · 

(2) directed tha sevan Finance Minietera to review their 
individual eocnomie obj•ctives and forecAsts coll$otively at 
lea1t once each year utilizing the indicator• as specifie~ 
below with~ view, partioularly, toward examinig thei~ 
mutual compatibility, 

(3) stated that the purpO$es of in\proved coordination should 
explicitly include th~ following, 

(a) promoting non~inflationary economic growthr 

(b) strengthening market~oriented incentives for employment 
and produotive inve$tment1 

(c) opening the international trading and investment 
sy~t•m1 and 

(d} fosterin9 graater stability (and prediotab111ty/lese 
· unoertainty) in exohango ratea, 

(4) re-affirmed their undertaking at the 1982 Vers~illes Summit 
to cooperate with the IMF in atrengthoning multi-lateral 
surveillance particularly, among the countrie~ whose 
currencies constitute the SOR1 an6 
directed that, in con~ucting such surveillan0e ~nd in 
conjunction with the Managing Oirector of the IMF, their 
individual economic forecast ehould be reviewed, taking into 
aooount indicators such ae GNP growth rates, intlation 
rAtas, interest rates, unemployment rates, fisoal deficit 
rates, ourrent account and trade bal~nce;, monetary growth 
rates, reserves, and exohang ratest 

(5) urged tha Finance Ministers and Central Bankers in 
conducting multi-lateral surveillanc• to p~ovide their best 
efforts to reaeh an understAnding on appropriate remedial 
me5sures whenever there were aignifioant deviations from an 
inten~ed course, and recommended that remedial efforte focus 
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' firBt an4 foremost on underlying policy fundament~l1, while 
re-attirming the 1983 Williameburg commitment to intervene 
in currency exchange markets when to do ao would be helpful, 

(6) directed the Group of Five Finanoe Ministers to include in 
their meetirtg~ Italy ond Canad~ whenever the m~nagament or · 
the improvement of the int•rnational monetary syatem and 
~•lat$4 economic polioy rnea■ures ~re to be discu11ed and 
aealt with 

They invited their Finanoe Miniatere to report progra1s at their 
next meeting, 
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