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May 5, 1986

MEMORANDUM FOR KATHY OSBORNE

FROM: Donald T. Regan

The following are permitted to have access to the President-s

Secretary Shultz
Secretary Baker
Alan Wallis
Admiral Poindexter
David Chew

. Steve Danzansky

. David Mulford
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An "eyes only" will be made for Secretaries Shultz and
Baker, Poindexter, Chew and me.
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International Economic Policy Coordination

The heads of state and govermment emphasized the importance
of close and continuodus coordination: of economic policy among
the seven Summit countries. They welcomed the recent
examples of improved coordination among the Group of Five
Finance Minigters and Central Bankers, noting that this
coordination had helped realign currency exchange rates and
lower interest rates on a basis that was both oxrderly and
non-inflationary. They agreed, however, that additional
measures should be taken to assure that [procedures for]
effective internaitopal economic policy ceordination be
strengthened further, To this end, the heads of state and
govaernment ¢

(1) agreed to ask the Group of Ten to work tegether more
closely and more frequently in the periods between regular Summit
meetings;

(2) asked the Finance Ministers of G-10 countries to
review their individual economic objectives and forecasts
collectively at least once each year Ehtllizrng the
objective indicators specified below ~-1 with a wview,
particularly, toward examining their mutual compatibility;

(3) stated that the purposes of improved coordination
should explicitly include the following:

(a) promoting non-inflationary economic¢ growth;

(b} strengthening market-orifented iIncentives for
employment and productive investment;

(¢} opening the rnternaltonal tradlng and investment
system; and

(4} fostering greater stability [and predictability/
reliabiirty; in] currency exchange rates;

(4) re-affirmed their undertaking at the 1982 Versailles Summit
to cooperate with the IMF in strengthening multi-~

lateral surveillance, particularlyamong the countries whose

currencies constitute the SDR; and directed that, in conducting

such surveillance and in conjunction with the Managing

Director of the IMF, their individual economic forecasts

ghould be reviewed taking into account ebjective indicators,

such as CNP growth rates, &Inflation rates,

Interest rates, unemployment rates, fiscal deficit rates,

current account and trade balances, monetary growth rates,

reserves, and exchange rates;
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(5). urged the Pinance Minsiters and Central Bankers to
provide their best efforts to reach an understanding on
appropriate measures whenever there were gignificant
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 participants

whenever the management or the improvement of the international
monetary system and related economic policy measures are to

be discussed and dealt with,

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

International Economic Policy Coordination

The heads of state and government emphasized the lmportance of
close and continuous coordination of aconomic policy among the
seven Summit countries. They welcomed the recent examples of
improved coordination among the Group of Five Finance Ministars
and Central Bankers, noting that this c¢ooxdination had halped
raalign currency exchangs rates and lower interast rates on a
basie that was both orderly and non-inflationary. They agreed,
however, that additional measures should be taken to assure that
proceduras for effective international aconomic policg
vowrdlination be strengthened turther, To this end, the heads of
state and governmant:

(1) agreed to form a naw Group of Seven Finance Ministers
including Italy and Canada., The Group of Baven will work
together mora ¢losely and more frequently in tha periods
between regular Summit meetings) '

(2) directed the seven Finance Ministera to review their
individual socnomic cbjectives and forecasts colleatively at
least once each yaar utilizing the indicatore as specified
below with & view, particularly, toward examinilg their
mutual compatibllity;

(3) stated that the purposes of inmproved coordination should
explicitly include the following:

(a) promoting non-inflationary economic growth;

(b) strengthening market~oriented incentives for employment
and productive investment;

(¢) opening the international trading and investment
system; and

(d) fostering greater stability (and prediotability/less
“uncertainty) in exchange rates;

(4) ra-affirmed their undartaking at the 1982 Versailles Summit
to cooperate with the IMF in strengthening multi-lateral
survelllance particularly, among the countries whose
currencias constitute the SDR; and
directed that, in conducting such surveillance and in
conjunction with the Managing Director of the IMF, their
individual economic forecast should be reviewad, taking into
account indicators such as GNP growth rates, inflation
ratee, interest rates, unemployment rates, f£iscal deficit
rates, current account and trade balances, monetary growth
rates, reserves, and exXechang rates;

(5) uxrged the Pinance Minlsters and Central Bankaers in
conducting multi-lateral surveillance to provide thair bast
efforts to reach an understanding on appropriate remedlal
measurxes whenevar thaxa were significant deviations from an
intended course) and recommended that remedial efforts focus
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firat and foremost on underlying policy fundamentals, while
re~affirming the 1983 Williamsburg commitment to intervene
in currency exchangs markets when to do so would be helpfuly

(6) directed the Group of Pive Finance Ministeras to include in
thalr meetings Italy and Canada whenever the managament or-
the improvement of the international monetary system and
related economic policy meamures are to be discussed and
dealt with

They invited their Finance Ministars to report progress at their
next meeting,
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