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Subject: International Financial Developments 

Summary 

The value of the dollar, continuing its decline of past 
weeks, fell by 0.4 percent against a weighted average of major 
foreign currencies th~s week, mainly because of a continued 
narrowing of interest rate differentials. In addition, the 

.recent strengthening of the German mark, combined with latest 
·economic news, may point to an incipient recovery in that country. 

The Bank of Japan lowered its discount rate for the fourth 
time this year, from 7.5 to 6.5 percent. 

Alan GreensPan 
Chairman -

' ' 

Burton G. Malkiel 
Member 

.. '·· 
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Detail 

The downward drift of the dollar on foreign exchanges 
that has been apparent since the beginning of the month con­
tinued this week. The foreign exchange value of the dollar 
declined by 0.4 percent against a weighted average of major 
foreign currencies. This week's decline brings the downward 
movement of the dollar to about 2-1/2 percent for the month 
so far. The primary reason for this decline is the narrowing 
in the interest rat~ differential between the United States and 
foreign financial markets. 

As in past weeks, downward pressure on the dollar rate 
would have been stronger in the absence of relatively heavy 
intervention by foreign Central Banks in the exchange markets. 
Interverition this week amounted to slightly over $1/2 billion 
and so far this month has totalled over $1 billion. Virtually 
all major countries' authorities purchased dollars this week 
·~s even the Bank of Japan switched from heavy sales to small 
purchases. 

The German mark strengthened this month and the Bundesbank 
purchased dollars every week in contrast with large sales 
of dollars in September. A ratcheting up of interest rates 
in Frankfurt was one explanatory factor. A continued stiffening 
of interest rates may b~ expected as the Bundesbank announced 
that it had ended its support purchases of government bonds. 
These purchases had been fairly heavy in recent weeks. The 
Bundesbank concluded that the banking system was amply 
provided with free liquid reserves and that further injection 
of liquidity through bond purchases was no longer necessary. 
Recent economic news may also have served to strengthen the DM: 
the September trade surplus rose appreciably from August levels 
as exports regained their year-earlier level and imports rose 
rather less than exports. In addition, there are some early 
indications that order activity may also have turned up in 
September. 

The price of gold was off slightly this week, closing at 
$143.50 against $144.90 last Friday. 

The Bank of Japan, in a long anticipated move, cut the 
discount rate by 1 percentage point to 6-1/2 percent today, 
the fourth reduction so far this year. The move is designed 
to signal a general lowering of Japanese rates • . 
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Italy is again borrowing in the Eurodollar market as 

a $30 million medium-term loan reportedly is being successfully 
raised by a quasi-public firm. This is the first straight 
commercial foreign borrowing by an Italian private or State 
enterprise in 18 months. Italy had refrained from borrowing 
on the Eurodollar market because the unstable domestic political 
situation and huge balance of payments deficit deterred investor 
interest. 
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'-'EXECUTIVE OFFICE OF THE PR~IDENT 
COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON, D.C. 2.0506 

November 29, 1975 

MEMORANDUM FOR THE PRESIDENT 

. Subject: International Financial Conditions 

. The trade weighted value of the dollar advanced by 0.3 
percent thi~ week with the clarification of the financial 
situation of New York City at mid-week and the announcement 
of a continued· large ($8 billion, annual rate) trade surplus 
in October. Imports of finished manufactured goods have begun 
to rise reflecting the pick-up in U. S. demand, but food 
impor:ts fell. The increase in exports was concentrated in 
agricultural shipments. 

Central Bank intervention resulted in net sales of dollars 
exceeding $200 million. The Japanese yen was undei pressure, 
partly because of labor strife, and the pound sterling weakened 
at the end of the week. 

Latest data confirm the bottoming out of the recession 
in Germany and France around ruid-year. Business opinion 
surveys in both countries show a swing to cautious optimism 
although unemployment is expected to remain high foe the next 
several quarters. 

Alan Greenspan 
Chairman 

R:>unttn'L Ma~_Q 
B~rton G. Malkiel 
Member 



Additional Information 

The trade weighted value of the dollar advanced 0.3 
percent this week with the entire advance coming since 
mid-week. The clarification of New York City's financial 
situation, which occurred with the passage of the package 
of financial measures by the New York State legislature on 
Wednesday and the subsequent announcement of the President's 
proposals for Federal aid to the city, was a major factor 
as was the continued large trade surplus in October. 

The trade surplus, on a balance of payments basis, ran 
at a seasonally adjusted rate of $8 billion,fractionally 
below the third quarter rate. Both exports and imports 
were up slightly· from their September levels. Import 
developments have begun to reflect the recovery in demand 
here: in October a rise in imports of consumer goods, 
including automobiles, and of machinery more than offset 
large declines in imports of foods. Petroleum imports 
also rose slightly. The export rise was concentrated in 
agricultural goods. 

Central Bank intervention in foreign exchange markets 
was fairly heavy and resulted in net sales of dollars of 
over $200 million. The main seller was the Bank of Japan 
as the yen came under pressure as a result of strikes of 
government workers as well as the continued rise in the. 
current account deficit as economic activity strengthens. 
The National Bank of Switzerland and the Bank of England 
were net purchasers of dollars. 

The pound sterling came under some pressure towards the 
end of the week as unemployment statistics and data on\ invest­
ment expenditures in manufacturing confirmed the continued 
weakness of demand in Britain and the expectation of further 
declines in interest rates. In addition, the National Institute 
of Economic and Social Research, a private organization, 
released a pessimistic prognosis of the economic situation 
for the corning months. This news, though not unexpected, adds 
further political pressure on the Government to impose 
selective- import controls. Outside pressure to prevent such 
an·internationally disruptive step is rising, however. The 
International Monetary Fund reportedly has advised the British 
Government that access to the IMP's oil facility may be brought 
into question in the event of the imposition of import 
controls for clearly domestic reasons. 

tatest data reconfirm the bottoming out of the recession 
in Germany and France around mid-year. Foreign and domestic 
order ac~ivity is reportedly rising in both countries and 
latest business surveys show a swing to cautious optimism. 
Nevertheless, unemployment is not expected to fall significantly 
in either country before the second half of 1976. 
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-COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

ALAN GREENSPAN, CMAIIIMAH 

PAUL W. MACAVOY 
BURTON G. MALKIEL 

MEMORANDUM FOR THE PRESIDENT 

December 19, 1975 

Subject: International Financial Conditions 

Summary 

The trade weighted value of the dollar declined very 
slightly in light trading during the week. Central Bank 
purchases, totalling a net $200 million, gave some 
support to the dollar in the market. 

On Wednesday, the British Government announced the 
imposition of limited import controls on some textiles from 
Portugal and Spain, the intention of negotiating voluntary 
restraints on textile and footwear imports from Eastern 
Europe and a system of surveillance licensing of some 
television sets and tubes. Despite the limited nature of 
these restraints, they are to be regretted as a breach by a 
major industrial country of the pledge not to use trade 
restrictions. At the same time that the- import measures 
were announced, consumer credit controls were eased on 
certain items in order to alleviate pressures in particular 
industries. The Government also agreed to a proposal by 
the British Steel Corporation to build a countercyclical 
steel stockpile and agreed to give relatively massive aid 
to British Chrysler's operations.· All these measures seem to 
contravene earlier pronouncements that government intervention 

·:policies would be more market oriented than in the past. 

The G-10 Ministers meeting in Paris agreed on the 
exchange rate and gold transaction arrangements negotiated 
by France and the United States, so that agreement on the 
amendment of the Articles of Agreement of the International 
Monetary Fund can go forward in January. At the same time, 
however, Congressional dissatisfaction with the arrangements 
that would allow restitution of a portion of the IMP's gold 
holdings to member countries and the sale of another portion 
to be used for the benefit of the poorer IMF members was being 
voiced in the Senate and in the Joint Economic Committee. 

Alan Greenspan· 
Chairman 

~~ rvt~ 
Burton G. Malkiel 
Member 
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UNITS PERU. S. $ % CHANGE IN FOREIGN CURR.) 
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CURRENCY u. ·s·. ¢ PER UNIT .. 211 cl~ROM1 ~~V.JHSONI{\1'}21 
i 
' 
' JvlQNTH .. WEEK i 

SMITHSONIAN TODAY . TODAY . AGO AGO l -
Canadian Dollar 

.. 1. 000 .1. 0157 -1.6 -1.7 -1.2 I 
~100.000 ¢ 98.45 1,1 l\ J 

l 

British Pound 
.384 .4948 . J 

~260. 571 ~ 202 .12 
,,..,..22 .. 4, .,..22.5' -21.7 

' . 
3.222 2.6171 ' 

German Mark* 23 .]. ·. 22.5. ·23.6 I ¢ 31.032 _.; 38.21 .... ·--· .. 

Swiss Franc 
. 3.840 - 2.6247 ~ • 46.3 45.5 43.7 l ¢ 26.042 ¢ 38.10 ! 

!'F'rcncl~ .Franc'*"" 5.If6 4.4464 ~ 

15.1 14.8 F 

¢ 19. 548 ¢ 22~49 
15.3 r 

Dutch Guilder* 
3.245 2.6853 20.8 ~0.6 21.3 t ¢ 30. 819 ¢ 37.24 . 44.816 I .BQlgian Franc* 39.3701 1J.9 13.3 14 •. 3 

~ 2. 231 f 2.5400 : 

-· . 581. 500 t>Al .t>li-:t-:t 
l 

Italian Lira c .172 ~ 1461. 
-1.4. 7 -14.9 -14.7 i 

Japanc·sc Yen ·308 •. 000 305.9039 .6 .6 1.6 I 
¢ ~ 325 ¢ 3269 

. . I 
• Currencies floating together 1·clativc to the U.s. dollar. 
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• . · · ' . ·· ·OF TI~E .D0bLAR 
· IN TERMS OF 14 MAJOR CURRENCIES 

PRICE OF GOLD ON THE LONDON 
GOLD MARKET 

PERCENTAGE CHANGE 
-·WEEKLY IN VALUE FROM: 

AVERAGE .. 
May.·l970* Smithsonian .. 

. PERCENTAGE 
PRICE CHANGE IN 

·IN DOLLARS PRICE FROM 
PER OUNCE** AUG-PST 1971 

' T2719 
THIS \'lEEK . -12.24 -1.72 139.10 

.. 
~97...:4. 

... 127lZ -12.30 -1.78 LAST WEEK 
. --

138.70 296 .. 3 
.L l. I :.t. J. 

4 tiEEKS AGO -12'. 79 """':2.26 141.35 303.9 
6720 -17.46 -6.81 

6 MONTHS AGO 
162.50 364.3 . 

f 

12/20 ~ 

YEAR AGO -16.64 -6.04 
• I 187.50 435.7 

.* Last n10nth in which fixed exchange rates were adhered to by all 14 countries 
(Canadian dollar floated June 1, 1970.), ... · · ...... ·· • · 

** On the last working day of the week. · ;~\:. ~·.·· : :·.:;~~:/ ·~·-~,-~;-~~~~:~:;~1\ . 
• • • • • • .. •• . J . . . 

l .... ·. ·~·· .• · ·• <.;; .<;~ ...... · ·: .. ··4.~ • .~·.:· :· .. ~-;:. n·:::/:.~·:.:. · 
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COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

ALAN GREENSPAN, CHAIRMAN 

PAUL W. MAcAVOY 
BURTON G. MALKIEL 

January 24, 1976 

MEMORANDUM FOR THE PRESIDENT 

Subject: International Financial Conditions 

The value of the dollar rose about one percent this 
week against a weighted average of major foreign·currencies . 
The upward movement of the dollar in large part resulted 
from gains against the Italian lira and, more moderately, 
against the French franc. 

On Wednesday, the. Bank of Italy suspended official 
exchange quotations and intervention in the foreign exchange 
market. As a result, the lira declined by 7 percent from 
last Friday's level. Commercial banks are allowed to 
trade foreign currencies. 

The decision was taken in order to halt the outflow of 
reserves which have been necessary because the Italian 
authorities have been supporting the lira. The Bank of 
Italy reportedly spent over $1/2 billion so far this year 
in market support operations. most of which took place in 
the several days preceding the Wednesday announcement. 
The severe pressure on the Italian currency apparently 
stems from the uncertainties surrounding the domestic political 
situation as well as from the news of a sharp deterioration 
in the current account at the end of the year. Bank of Italy 
officials are currently in Washington hoping to restore 
confidence in the lira through activation of Federal Reserve 
swap line arrangements and a $1/2 billion loan from the IMF. 

The Bank of France also intervened heavily in the 
market this week in support of the franc. This is in contrast 
to activity during the closing months of last year when 
French authorities were very active on the other side of the 
market trying to slow the rise in their currency. The 
speculation against the franc results most probably from the 

UTI situation in Italy which traders feel had a psychological 
~ou 0~~ spillover effect on the franc. In addition, fears of a 
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large 1976 trade deficit plus the proposal of a capital 
gains tax in France added to pressure on the franc. 

The price of gold continued to drift down, falling 
during the week to $124.60, its lowest level in two years. 
Gold prices recovered somewhat by the end of the week with 
this afternoon's fixing in London moving up to $129.00. 

~~ 
Burton G. Malkiel 
Member 

• 
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SMITHSONIAN TODAY TODAY VfjfJflJ< AGO 

Canadian Dollar h .. 1. 000 1. 0003 
~ .100.000 ¢ 99.97 - • 0 - • 5 - 1.4 

I . 3 84 I . 4 9 4 2 . ·~l- l British Pound -
-·------' ¢260.571 . ¢ 2~- ~- -22.3 . -22~·~1 =-~2-~. f 

l 3.222 2.6021 I Gern1an Mark~:' f 
~- ¢ 31.032 ~ _38.43 23.8. 24.0 23.4 

, __ S_v_, i_s_s_F_J_-a_n_c ___ C~ 84 o . 2 • 6 o 4 8 I I I 
_ ~012 1¢ 38.39 47.4 . 47.7 46.3 

~-F·r.cncil Franc -:t' b 1 ~: ~-~~ I ¢ 2 ~: ~~ 05 ( 13.7 WI -;4. 2 -- -:.5 

Dutch Guilder'!: 3.245 2.6731 

41:8'16--, 39. 300~--- --( t Belg• ian Fr2.nc::: ------------~ _i_ 2. 231 ~-2:5445- 1~ .1 14.1 13.7 

~-.-lt-a-1--i:.\_n_l_,i_r_a ___ ·- ~; 81 _ _: __ 5 -~_Q ___ , __ 7 3 2. 6 0~_7- -2:0 ~- r----j 
-~=~j_o_~~~~~:.-~=rJ ~.3 : ~J--.~.--.i-_·-JL ___ 1 . 3 =Cls :[ I -14 . 7 -
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----------- --~~--·-...:·}!:2.__ .. t_;_,_:_~ 2 9 2 ~- _____ .:___ -~ -- • 
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. . 
• > •• ~· >,o'•Oo ... '- -· • >'>,• .. ••' ... _.,_, -~-r 0• ,,., ... ~<';'" ...... ~. -~ H "'ol<: y ·-:·- ...... ~, ...... "":)·':~" .. ,. • ..... ._.,., ____ .. _ .... , ........... ~.,.-·- •, .... ~, .. ,;, ... "-"'• 

.. 



. ; 

Cou.r.~.b:y 

; 

' . '~ 

• 

.. 

.... 

-·· .II·IIIONTI!IN1t:n£ST llATt:S 
WtfHU .. Y S(Rl£5 

"-<i te: 

. . 

... 

.L U • .W,J.,lliWlli 
,.,, 

1/23/76 

·..::.~'l.~'ll~•~;-~~~~~~~·w~-~,-:.1.4~"1ld:-o.:pyeJt.'l'..Jh't.~.~\Zf-,';."'~~\.·,:.,~'p')L!·7'1~-'-~~vt~"-~:a,.r4~-:.,J~w.:v..~.o&.•-·~ .. ---~------··__.__,.,_ ... ~ 

· Type o( .. 
l\4.arkct 

ln.H t:rumcnt 
lviarkct 

Rate 

90 Days ~. · ; .. 1 

Prcmiurn(+) 
Dis c: ... nmt( :.) 

.. 

Net: 
Covered /) rbltrag::: 

'l:nc;ehLivc: 



., 

. .. . . . . 

Date: 1/23/76 
'-
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TRADE-VvEIGHTED AVERAGE VA:::~UE 
~. · ·oF THE DOLLAR 

IN TERMS OF 14 MAJOR CURRENCIES -
PERCENTAGE CHANGE 

•· l.vEF:KLY IN VALUE FROM: 
AVERAGE --.. 

May,·l970~:c Smilbsonia11 .. 
.......... - ,,......._ -·· .. 

THIS h'EEK . -12.83 -2.29 
-... 

LAST l.VBEK -12.80 -2.27 -

4 t'ffiEKS AGO -12.40 -1.88 

6 MONTHS AGO -14.24 -3.67 
. 

YEAR AGO -17.93 -7.29 ...... -.... ~-...,.._-

·' 
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PRICE OF GOLD ON THE LONDON 

GOLD MARKET. 

~ 
-~- ----· ........ -~- ·. ···--·r 

PRICE 
PERCENTAGE f 

CHANGE IN 
IN DOLLARS 

PRICE FROM f 
PER OUNCE'k* AUGPST 1971 { 

' 129.00 . 268 ~:6 
. -

130.80 273:7 i 

140.50 301.4 
' 

166.25 375.0 . ~ 
,~~0 : I 40;~ 0 I 

.»~Last month in which fixed exchange rates were adhered to by all 14 countl·ics 
.(Canadian dollar floated June I, 1970.), , .. ;· .. ~ -~ .... · ....... ·.: ~ · 

** On the last \vorl~ing day of the vmek. -· . ·. ·:·:-.. _.,._,.:,,, .. ~·v· .. 
·' . 
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HURlON G MALKIEL 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

February 7, 1976 

MEMORANDUM FOR THE PRESIDENT 

Subject: International Financial Conditions 

The exchange value of the dollar fell about 0.6 
percent against a weighted average of major foreign 
currencies. As was the case last week, attention was 
not focused on the dollar, however, but primarily around 
the currencies in the European snake arrangement. Foreign 
central bank intervention amounted to a net purchase of 
about $50 million, however this masks a much larger gross 
figure. 

The Italian lira was up about one percent this week 
following declines of 3 and 7 percent in the previous two 
weeks. The Bank of Italy instituted several measures during 
the week to lend support to the lira including: a one percent~g 
point increase in the discount rate to 7 percent; increases in 
reserve requiremen~s; and a requirement establishing a 15-day 
limit (as compared to the previous 45-day limit) for conversicn 
of export earnings into lira. Signs that the political crisis 
may be coming to an end eased the pressure on the Italian 
currency toward the end of the week. Premier-designate Mora 
proposed a package of stimulative fiscal measures which promp 
the opposition parties to agree to abstain from parliamentary 
no con!idence votes. The way is apparently clear now for 
Moro to establish a minority government. 

The improvement in inflation and in the external balance of 
the Italian economy over the past year has been dramatic. 
Year-over-year changes in the consumer price index were about 
11 percent in November and December, compared with 25 percent 
for the same two months last year. Wholesale prices for the 
latest months available, September and October, were about 
2 percent over the preceding year, while the figure was 
close to 50 percent in 1974. There has been a remarkable 
improvement in the balance of payments as well, which moved 
from a $7.8 billion deficit in 1974 to a $100 million deficit 
last year. 
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These improvements, hov1ever, are associated with large 
declines in industrial output and it was not until end-1975 
that the recession appeared to bottom out. The Italian 
authorities instituted various expansionary measures last year, 
but are clearly faced with considerable political pressure 
further to stimulate activity, while cost pressures, particular] 
from the wage side remain strong. The wage negotiations now 
in progress, therefore, will be crucial in the determination 
of Italy's economic outlook. Although hourly wage rates rose 
over 25 percent in the year ending October, there are indicatio· 
that the current settlements will be much more moderate. 
Moderate settlements would leave room for some stimulative 
measures, which may be crucial to achieve a m~cum of stability 
in the political situation. 

(\~til~~ 
Burton G. Malkiel 
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UNITS PER U.S. $ o/o CHANGE IN FOREIGN CURR. 

CURRENCY 
~----------------------------4 . 

U, ·s~ ¢ PER i.fNIT FROM SMITdSONLA.N 

SMITHSONIAN TODAY 

~ .. 1.000 I 9962 Canadian Dalla r I !--,--............;•;....;;;...c;;.....:o._;;:;.._--t 

-i:l 00. 000 . ¢ 100. 38 

British Pound I . 384 ~32 
1 ¢ 2 6 o. s ~-~-1---•--¢_2_o_,_2 • 7·-=4-=---1 

TODAY 

0.4 

-22.2 

W"EEK 
AGO 

MONTH 
AGO 

- 0.1 

-22.1 

- 1. 4 

. ·1-22.1 

t--G-e~r--n-1-2-. n_J.\_1_a_r_l'"--Y.-~ -~- ,4 3 • 2 2-.2.,--- ---:---=2...:.. -=5-"7-'4,_,7'---1 
)' 31. 03 2 ~ . 3 8 8 .1 '--·-2 _s _. 2 __ { __ 2_.1 __ ._s_-t-__ 2_3_._8_-t 

3.840 . 2.5934 
47.5 ~ 26.042 ~ 38.56 

-------------------!-~-~~~,----~-~--~~~~----+---------~-~---------~----------; " . . . . ·. .)~' 5. 11 6 4 . 4 7 6 3 
: Fr.cnch Franc 1 

~ 19.548 ~ 22 3.1 
f------------------~~--~~-

3. 245 ~ 2 f)fiRa_f 
£ 30. 819 ¢ 17 I! 7 __ ,2_.1_._6_-t __ 2_1_._7_-t __ 21. 4 

_______±~ ~--16 I~ 3 9_. 2 6 9:. I ¢ 2.231 'r 2.5465 
t--------·l__..-5_8_~-'-. -5 0_? __ ~~7 4 6~ 6 8 7 ---·-
_I_t <_-L_li_a_n __ r_,i_r_a___ ¢ • 1 7 2 _£____._.13..1 -2 2 • 1 

__ 3 oH_~9_g_o____ __;3 o ~~~lfL_l 
.Tapanc sc Yen ¢ 1 r--- ··----.J--· ...;·_..:· 3 2 ~:; _u:_ __ ~lJ]_Q___ __2 :_2 _ __t..._·_J_~ _. 3 _ _.~,___ __ • 6 _ __, 

.. Swiss Franc 

14.3 14.3 14 8 

48.1 47.6 

Dutch Guilder'!: 

Belgian Franc::: 1-1 .1 14.2 14.2 

-23.0 -14.8 

~' Currenc.ics floating together relative l.o the U.S. dollar. 
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COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

March s, 1976 

:U:J.~( \NDUM FOR THE PRESIDENT 

: . ject: International Financial Conditions 

The value of the dollar rose significantly this week and 
:· ached its highest level since the beginning of 1974. On a 
t · ade weighted basis the dollar appreciated about 1.1 percent 
r~ er last Friday's level, due in large part to recent and 
. xpected increases in u. s. interest rates relative to those 
in other major markets and further indications that the 
u. s. economic recovery is firmly on track. The announcement 
last Friday of the first U.S. trade deficit in a year apparently 
had only a small depressing effect on the dol~ar's value. 
Foreign central bank intervention again netted to a small 
purchase this week, although activity in gross terms was 
considerably larger than last week. 

The Bank of Italy began intervening in the foreign exchange 
market this week for the first time since January 21. Reportedly, 
the Italian Central Bank bought lira quite heavily early in the 
week to slow the lira's decline, and moved in again with more 
modest purchases towards the end of the week as the currency drift 
down to close out at 798 lira to the dollar, a depreciation of aoo 
3-1/2 since Monday. Early in the week the Italian Treasury 
announced that about $1.9 billion in reserves are currently 
available to support the lira. This does not take into account 
the European Community's planned $1 billion loan to Italy 
\ hich reportedly will carry rather severe economic policy 
coltstraints as a borrowing condition. 

Sterling hit a record low today, breaking through the 
· ·' ological $2.00 barrier and falling by late afternoon to 

·· Q, Y~sterday, a strong demand for Sterling developed 
· l · Bank of England was in the market selling pounds 

q•. · h avily. Evidently, this was taken as a signal that 
t · British Government was not unhappy with the rate moving 
d .·n and as market forces pressured it further, the Bank 
o : , ... :land bought pounds moderately, but not enough to halt 
'h· downward drift. 

~M~ 
Burton G. Malkiel 

• 
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COUNCIL OF ECONOMIC ADVISERs-

AlAN GREENSPAN, c .. ,. . .,.,,.,. 
PAUL W. MAcAVOY 
BURTON G. MALKIEL 

WASHINGTON 

MEMORANDUM FOR THE PRESIDENT 

March 19, 1976 

Subject: International Financial Conditions 

Exchange rates of countries within the European snake were 
under extremely heavy pressure this week. By Friday the Belgian, 
Dutch, Norwegian and Danish currencies were at the bottom of the 
snake arrangement while the Swedish krone was in the middle and 
the German mark was alone at the top. 

No apparent agreement could be reached about a new relationship 
of exchange values ~mong currencies within the snake over the 
previous weekend and, in the view of intervening authorities, the 
levels of intervention necessary to support existing rates proved 
to be unsustainable. Therefore on Monday, the French franc began 
to float outside the snake and the Benelux countries decided 
they would no longer maintain narrower margins within the snake. 

The week before the French withdrew from the snake, authorites 
spent close to $2 billion supporting the franc. This was /in addi tio;1 
to about $2-1/2 billion in reaerves used in franc support operations 
during the first two months of 1976. Since· Monday, the franc decliner:i 
3 percent against the dollar, and about 5 .percent against the mark. 
It seemed by the end of last summer that the DM/franc parity was 
already unstable on the basis of underlying economic conditions 
and hence the fall in the price of the franc was not unexpectea. 
But the current turmoil involving many other currencies has raised 
questions about whether accompanying fluctuations in other currencies 
have gone beyond the ranges that might be indicated by underlying 
economic conditions. 

The Belgian and Danish authorities intervened very heavily 
to maintain exchange rate relationships called for under the 
present snake arrangements and both central banks on Wednesday 
raised their discount rates one percentage point in order to ease 
downward pressure on their respective currencies. The Dutch 
and Swedish authorities likewise intervened, but on a more 
modest scale. 



-
- 2 -

The lira was again under extreme pressure this week and 
declined 8 percent against the dollar. Since January 21, when 
the Bank of Italy temporarily withdrew official support for the 
currency, the lira has declined over 20 percent against the dollar. 
On Wednesday, the Bank of Italy raised the discount rate four 
percentage points to 12 percent and announced a 1.5 billion lira 
emergency tax package to raise funds. The lira showed moderate 
advances later in the week against the dollar in apparent response. 

Sterling came under pressure early in the week in response to 
Prime Minister Wilson's plans to resign, but stabilized by Friday. 
The Sterling exchange rate is down about 5 percent over the two 
weeks since it fell below the $2 level. 

On a trade weighted basis, the dollar rose about 1 percent 
over the week, largely reflecting the sizable appreciations 
against the lira and French franc. Gross intervention by foreign 
central banks amounted to a dollar equivalent of about $2 billion, 
about half of which ·was in fact made in dollars. · 

f:>~M~ 
Burton G. Malkiel 
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CURRENCY 
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i .. 1 000 .9854 
Canadian Dollar f flOO: 000 ~ 101.48 

t • 384 .• 5208. 
British Pound 

' ~260. 571 ¢ 192.00 

German Mark* 
3.222 2.5291 -

¢ 31.03-2 ¢ 39.54 

.... S\viss Franc 
3.840 - 2.5349 

¢ 26.042 ¢ 39~45 

~-F·r.cncl~ .Franc·~~, 5. llb 4.7103 
¢ 19.548 ¢ 21.23 

Dutch Guilder'~ 
3.245 2 6947 

£ 30.819 ¢ 37.11 

Belgian Franc~': 
44.816 l-r 39.2203 

£ 2. 2.31 2 5497 

Italian Lira 
581. 500 854.7009 

¢ • 172 £ .]]:ZQ_ 

Japanese Yen 
308.000 299.6704 

¢ '325 ¢ .3337 -
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o/o CHANGE IN FOREIGN CURR. 
' F-ROM Slv1ITHSONL~N 

TODAY WEEK lvlONTH 
AGO AGO 

. 1.5 1.5 1.0 . 
-2~ ' . 

-26.3 -26.1 

[ J . 25.8 -, 27. 4' . 25.1 

. 
51.5 48.8 49.8 

8.6 12.5 14.2 

20.4 20.4 21 6 

.. 
']~.3 11 0 14 c; 

-32.o -2'1 A -25.2 -
2.7 . 2. 2 1.9 

~< C\l:t'rcncies floating together relative to the U.S. dollar. .. "· 
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IN TERMS OF 14 MAJOR CURRENCIES GOLD MAHKET. 

PERCENTAGE CHANGE 
~ l\IEEKLY IN VALUE FROM: 

AVERAGE .. 
May.·l970::C: Sn1i tbsoni::tn ' . - !--

THIS \·JEEK. -12.50 -1.90 
-

J..,AST WEEK -12.84 -2.26 

4 t\IEEKS I\. GO -13.24 -2.68 

6 MONTI-IS AGO 
-11.82 -1.30 

1'_......., _...,.t.,.~....--- ~-. . PERCENTAGE 
i PRICE CHANGE IN 

IN DOLLARS PRICE FROM 
PER OUNCE~:* A)JGVST 1971 

133.60 281.7 

133.35 281.0 
·--

131~·7-5 276o'4 

136.30 289.4 

r 
l 

I 
l 
I 

-19.49 . -8.80 
YEAR AGO 

~ 

17~. 25 : 40~~6 
. J 

.>.~ La~t month in which fixed exchange rates \vore adhered to by all 14 countries 
(Canadian dollar floated June 1, 1970.), -- · · · ·· ... · ·· ·· · 
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ALAN GREENSPAN, CHAII'M"N 

PAUL W. M"cAVOY 
BURTON G. MALKIEL 

-
COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

March 30, 1976 

MEMORANDUM FOR THE PRESIDENT 

Subject: International Financial Conditions 

Foreign exchange markets were relatively quiet last week 
in sharp contrast to the events of the preceding two weeks . 
In particular, there was a considerable easing of pressure on 
the currencies participating in the European joint float. 
The Norwegian krone, the Danish krone and the Belgian franc 
were at the bottom of the snake arrangement a week ago 
Friday. These currencies strengthened sharply against the 
German mark early in the week, but not enough to permit the 
governments significantly to rebuild reserve positions, which 
were drawn down heavily the preceding week in support operations. 

The Italian lira has risen about 3-1/2 percent against 
the dollar since the Bank of Italy raised its discount rate 
4 percentage points on March 18. The currency still remains 
18 percent below its level of January 20 when the Central Bank 
temporarily withdrew official support. 

Pressure on the French franc eased greatly last week. 
In fact, during the week the franc rose 0.4 percent against 
the dollar. Since leaving the snake currency arrangement 
two weeks ago, the franc has declined about 4-1/2 percent against 
the mark and 3 percent against the dollar. 

The trade weighted value of the dollar was unchanged 
from last week and there appeared to have been little market 
reaction to the news of a u. s. merchandise trade deficit 
(census basis} of $141 million in February compared with a $73 
million deficit in January. Foreign central bank intervention 
was quite moderate last week, amounting only to a net sale 
of about $50 million. The price of gold fell to $131.80 on 
March 26, from a level of $133.60 a week earlier. 

~u.ntoYl ~ 
Burton G. Malkiel 
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Canadian Dollar 
. . 1. 000 Qf!-::tA. 

1 ~100.000 £ 101.69 1.7 1.5 1.5 

British Pound I • 384 .5206 
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3.222 2.5491 L 25··.4 ¢ 31. 032 £ 39.23 27.4 25.~ 

.. S\viss Franc 
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¢ 26.042 ¢ 39.24 50.7 51.5 49.9 - 5. llb -~.. . .. •. ,t·,. 4.6882 ·. Fr.cnch Franc'' 
¢ 19.548 ¢ 21.33 9 1 8. h 1 .1 3 
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3.245 2.6918 I .~ 30.819 ¢_ 37.15 20.5 20.4 21.5 

Belgian Franc* 
44.816 39.0442 
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-12.50 -1.90 
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ALAN GREENSPAN, CHAIRMAN 

PAUL W. MAcAVOY 
BURTON G. MALKIEL 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON April 2 I 1916 

MEMORANDUH FOR THE PRESIDENT 

Subject: International Financial Developments 

Tension was renewed this week in foreign exchange markets 
as sterling again precipitously fell to record lows. The 
sterling-dollar rate dropped about 2 percent on Wednesday to 
$1.88 and fell further today to a low of $1.8645, a 36.1 percent 
effective depreciation from the Smithsonian level. 

As was the case in early March when sterling first fell below 
the $2.00 mark, the British authorities did not heavily intervene 
to prevent the decline in their currency's value. Intervention 
by the Bank of England amounted to somewhat over $200 million, 
which largely took place as the pound began to weaken. However, 
when the pressure on sterling persisted today, the British auth­
orities offered relatively little resistance. 

The fall was apparently initially sparked, as was the case 
last month, by one or more large sell orders. However, further 
preEsure on the currency may have stemmed from the uncertainty 
surrounding the leadership of the ruling Labor party, the British 
Leyland Motors strike and a very pessimistic economic forecast 
for the U.K. economy issued by the Cambridge University Economic 
Group late last week. 

Until attention was focused mid-week on the pound, foreign 
exchange markets had been quite calm. Slight pressure was 
evident on some of the snake currencies on Thursday when 
the Common Market Summit opened in Luxembourg, but it eased 
off as it became apparent that no major economic decisions 
would be forthcoming from the meeting -- in particular, no 
parity changes. 

The trade weighted value of the. dollar was up 0.3 percent 
this week, largely due to today's gain. Net intervention by 
foreign central banks amounted to a moderate sale. 

~ ~Malkiel 
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PRICE OF GOLD ON THE LONDON 
GOLD MARKET 

PERCENTAGE 
PRICE CHANGE IN 

IN DOLLARS PRICE FROM 
PER OUNCE** AVGT]ST 1971 

129.10 268.9 

131.80 276.6 

133.70 282.0 

138.90 296.9 

173.65 396.1 . ' ~-.* .La'St month in which fixed exchange rates were adhered to by all 14 countries 
{Canadian dollar floated June I, 1970.), . . .. · .~·· :.::: ~ · · 

** On the las~ working day of tl1e week. : ...... v·~~·T· *:: .. ·· ~ . 
• - . • • ,>. • .• 

·. -1. -

·J. : 
~ ·. . : ..... . ' .·\· 

* :. ~ "' . . • • • 

' ' . ..... 
. . . . ... 

. '· ' . ·. 



Date: 4/2/76 

~BANGE IN VALUE OF FOREIGN CUHRENCIES 
IN TERMS OF' U.S. DOLL./\ I~ 

. .. . ·. 
...... . . . . .. . .~ ·~·: ~ ' ·.' : 

. , ·, .. ·. 
. J' 
t.·. : .. .. 
.; -~ 

. ·' , 

. ·.·. 

.. 
...: .. 

. •. 

:. 

. :I. '~ ... '. . . ., .. 
.. : ... ~ 

.... · ~- ... 
.• ,· 

..... ::: ·{ 
. . . 

....... 
.... ":' · ... 

. . .. 
•• • 1 

,.::.:~ -· . ···-
.. 

• . .: ... . . 

........... 
()·•II 

$Nn f H:t!t.nca JH\lr:, 
rlnttt>~lli!l<l':t~; ft•PI•··'·it't•-t'~•'~:·•·''h'(tl •n.u:, v.-•~>t~ ... ·.·-•q;·ll.-1 

·' -, 

JIVI 1:-•t,l t; f ,;1, ~·.tIt l •: 

I I 

1.-, 
i·· 
( · . . : · .. 

j'. ' ... " 

I 
' . 

·' 
~·- ; .. •~: ~ ' . , ... 

. '''0 • .• 
.. ". : ~ . . ' ... 

' : . . ·:. .. ; ::.. : . '· ·.. . 
.. ~ ~ 

. . ·~ . ' 

.•, ;_,. ·.; · .. 

... · .. . 

.. .. -~ · .. · . : '\ 

~ .. 

.·.· 

.~ · .... ,.·.:-: .. 

~ ........ ' 

.. 
' 

. : ·~· . . . ' ~ . 

... 
.r'· •• 

.. ~ .... · .... -: -· .... , .... - . - .. ·, 

.... -

UNITS PERU. S. $ o/o CHANG~ IN FOREIGN CURR. 
s---U-,-.5-.• -. _¢_P_E_R._U_N_

1 
-IT----i FROM SMITHSONL'lN CURRENCY 

TODAY TODAY SMITHSONIAN 
WEEK .NIONTH 

AGO AGO 
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~ . . . •. -~- 5. 116 4 • 6 7 9 5 
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-(!6,3 ..:.22 2 
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f 50.7 49.9 - -
9.1 14.3 
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¢ .172 £ ____ ~1~17~2~1----3_1~·~9-+~~~-; 
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l---:-£-3 0-.-8--1-9--l-¢--3=-7 .:....;. 1:::...:7~:...._...- 2 0 . 6 
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15'. () 

2.9 Japanese Yen 

20.5 21.5 

14-.S , " C" 
~ .. ~ 
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. 2-. 7 1.9 
-----------------J ¢ . , 32s 1 ¢ 

299.1325 
.3343 . ---------~----------~--------~ 
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ALAN GREENSPAN, CHAIRMAN 

PAULW. M11cAVOY 
BURTON G. MALKIEL 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

·April 13, 1976 

• MEMORANDUM FOR THE PRESIDENT 

Subject: International Financial Developments 

Major attention was focused again on sterling last 
week. The pound held steady early in the week and even 
firmed slightly immediately following the budget announce­
ment on Tuesday. However, on Thursday, the pound weakened 
again and by the end of the week it reached a record low of 
$1.833, which was nearly 10 percent below its dollar value· 
at the end of February. 

It appears that the pressure on the p9und stems largely 
from market skepticism over acceptance by the unions of the 
proposed 3 percent annual increase in wages tied to condi­
tional tax cuts in the budget. Not surprisingly, initial 
reaction of union leaders to the proposal was not supportive 
and the General Secretary of the Trades Union Congress noted 
that. the 3 percent increase could only be a starting point 
for discussion. The budget attempts to reinforce the Govern­
ment's strategy that private investment and, through improved 
competitiveness, exports must provide the main support to 
growth over the medium term. It is clear, however, that the 
success of this strategy heavily depends on the restraint 
unions show in the second phase of the wage restraint arrange-
ments which begin on August 1. · 

The lira also came under heavy pressure last week and 
fell about 3 percent in value against the dollar. The down­
ward trend continued as markets opened Monday morning and the 
lira fell a further 2 percent. Renewed political uncertainties, 
including the possibility of early general elections, appear to 
be largely responsible for the most recent pressure. 

The yen advanced 1/2 percent against the dollar last 
week and the Bank of Japan intervened heavily, reportedly 
by over $1/2 billion, to curb the rise. Two possible explana­
tions for the strength of the yen are strong recent demand 
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for Japanese exports and an official statement some weeks ago 
that the Japanese Government would not resist the yen's 
becoming a reserve currency. 

Over the week, the trade weighted value of the dollar rose 
0.5 percent. Net intervention by foreign central banks amounted 
to a purchase of about $1/4 billion • 

Burton G. Malkiel 
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COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

-
ALAN GREENSPAN, CHJURM"'N 

PAUL W. MAcAVOY · 
BURTON G. MALKIEL 

April 19, 1976 

MEMORANDUM FOR THE PRESIDENT 

Subject: International Financial Developments 

The trade weighted value of the dollar was virtually 
unchanged from last week, reflecting a weakening of the 
yen and Canadian dollar, currencies which have recently 
shown strength against the u.s. dollar, and a firming of 
those currencies w~ich have recently been under pressure. 

The Italian lira advanced towards the end of the week 
after declining to a record low of 914 lira per dollar on 
Monday. This represented a 25 percent depreciation against 
the dollar since the beginning of this year and a 23 percent 
weighted average decline. Although the Bank of Italy 
apparently was not in the market supporting the end-of-week 
advance, intervention by the Italian Central Bank so far this 
year may have amounted to a ~et sale of dollars of $1-1/2 
billion, over $1/4 billion of which has taken place this month. 

Sterling gained a percentage point against the dollar 
this week, apparently reflecting the news of a much-reduced 
trade deficit, a current account surplus in March and some 
further moderation of the inflation rate as retail prices 
increased by 0.5 percent in March -- the lowest monthly 
rise since August 1974. Sterling was further supported, 
however, by substantial intervention by the Bank of England. 
The Central Bank's sale of dollars so far in April has 
reportedly already reached $1 billion. Markets continue 
to be sensiti~e to the possible outcome of the Labor Government's 
3 percent annual wage rise limit, as public statements by 
union officials indicate strong opposition to the plan. 
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The price of gold was fixed Thursday at $127.75, little 
changed from its week-earlier level. Gold markets were closed 
Friday and therefore no reaction is available as yet to the 
IMP's nearing agreement on the conditions for the sale of 25 
million ounces of gold, the first tranche of which could 
reportedly be auctioned next month. 

Burton G. Malkiel 
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COUNCIL OF ECOflOf·iiC ADVISEHS 

AL.AN GREENSPAN, CHAIRMAH 

PAUL VI, t'l•cAVOY 
BUHTON G MALKIEL 

MEMORANDUM FOR THE PRES IDEWr 

May 14, 1976 

Subject: International Financial Developments 

The trade weighted value of the dollar rose 1/2 percent 
this week, in large part due to a strong gain this afternoon. 
The dollar firmed during the week against most other major 
currencies. Net intervention by foreign central banks amounted 
to a sale of about $250 million, largely the result of inter­
ventions by the central banks of the United Kingdom, Germany 
and the Netherlands. · 

The Italian lira continued its sharp rise on Monday adding 
a further 2-1/2 percent against the dollar. This rise brought 
the total increase in the value of the ·lira since the imposition 
of exchange controls on Wednesday, May 5 to 10 percent. However, 
after Monday, the lira began to drift down, and closed today 
at a level 2 percent below its Monday level, but still 8 percent 
above last Wednesday's low. Net intervention by the Bank of 
Italy amounted to a very small sale of dollars. However, on 
Friday the Bank of Italy purchased some dollars from the 
market. On Wednesday, the Italian Treasury announced that 
it had obtained further foreign credit: a $485 million three-month 
credit from the European Community's Short-term Credit Facility 
and a $600 million credit from the BIS. 

The value of the pound continues to be influenced by the 
news of union reaction to the government's wage agreement. 
Sterling moved up steadily through mid-week, buoyed by moderate 
support operations by the Bank of England and also by the 
acceptance by the mine-workers union of the wage-restraint 
program. However, subsequently the pound slipped back, and 
closed the week down slightly from last Friday's level vis­
a-vis the dollar. 
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Attention was focused towards the end of the week on 
the Dutch guilder, which came under pressure reportedly because 
of the news that the consumer price index increased by 2-l/2 
percent in April. The Netherlands Bank was quite active in the 
mar~et both yesterday and today in order to arrest the guilder's 
depreciation against the German mark. As of this afternoon, 
the guilder was 1.8 percent below the mark, against a maximum 
permitted spread of 2-l/4 percent in the snake currency 
arrangement. 

fowtt.oYL ~ 
Burton G. Malkiel 
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ALAN GREENSPAN. CHAIRMAN 

PAUL W. M•cAVOY . 
BURTON G. MALKIEL 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

May 21, 1976 

MEMORANDUM FOR THE PRESIDENT 

-

Subject: International Financial Developments 

The trade weighted value of the dollar rose 1/2 
percent this week to record another three-year high. The 
dollar's strength in foreign exchange markets apparently 
stems from the rising trend of u.s. interest rates. 
Economic news confirming the strength of the U.S. recovery, 
including the upward revision of the growth of GNP in the 
first quarter may also have played a role. Net intervention 
by foreign central banks was moderate during the week, 
amounting to a sale of about $100 million. 

The value of the Italian lira has risen strongly since 
the government began introducing measures on May 5 to arrest 
speculation against the currency and absorb domestic 
liquidity. In the past 16 days the lira on net moved up 
9-1/4 percent against the dollar, 1-1/4 percent of which was 
registered during the past week. 

The British pound fell to a record low of $1.7735 this 
afternoon nearly 2-1/2 percent below last Friday's level. 
During the week, the Bank of England intervened moderately 
in order to slow sterling's decline and this morning 
increased the minimum lending rate by 1 percentage point 
to 11-1/2 percent. There presently is nearly a 5 percentage 
point differential on 3 month interest rates between the 
United States and the United Kingdom. 

The price of gold fell $2 from last Friday's level 
and was fixed this afternoon at $125.65. 

Recent data on price developments indicate that 
inflationary pressures are increasing in a number of countries. 
In France, where economic activity is apparently turning up 
quite strongly, the retail price index rose at an annual 
rate of about 10-1/2 percent in March. Because of incre3sing 
commodity prices, wage pressures and the depreciation of the 
franc, the accelerating trend of price increases in France 
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is not likely to be reversed in coming months. After 
slowing to an annual rate of 6 percent in March, the 
rate of increase in the retail price index in the United 
Kingdom accelerated to a 23 percent annual rate in April. 
The ·rise last month was largely the result of price increases 
for food, electricity and coal, as well as the consequences 
of the decline in the value of sterling since the beginning 
of the year. At the wholesale level, British prices also 
continue to show sharp monthly advances, with April's rise 
at an annual rate of over 16 percent. The Netherland's 
cost of living index rose at a rate of 25 percent in April, 
reportedly in part due to sharp increases in rents. Even 
in Germany strengthening economic activity seems to have 
brought about some quickening in the pace of price advances 
this year, particularly at the wholesale level. On average 
for the first four months of 1976, the general WPI rose 
at an annual rate of 13-3/4 percent compared with 9-1/4 
percent for the same period last year. 

~M~ 
Burton G. Malkiel 
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