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.undel'lining what is common ground and then to show what questions st;ill 

b~. answered and in what direction we could usefully seek the 

:i'i$~ .ll!e ~~y. fi}'$i of ~i.1 ;t!li!,t ~ieoussi~ns on the ~brld monet~y 
~~611i~·~()t be taki~g pla;ce.·in .. such a strained a.tmosphere'<i£ .. the 

b~~an(}; b:f. p~YtJ1ent~> oith:e' ~Unitiea State~b ·the eFea.t~et economic: power· 

· in -th~· ~~stJrn ~orld, had .not be~n showing a seriou$ deficit fo:r more 

< t~il.ri:.se"-eh.:ye,ars. 'J;his .ofuion1d deficit ~tis made possible~ if not caused, 

\l)y a.n;:e:Xc~f;Js of domestic' 1i~uidity in.l\.me:riea i.taei£. It has been a.11ot 

'i:nJhns.id~;abl~ facto~:l)f inflation for the chief trading partners of the 

~l'd1/~a :St~t~s, tho\lgh ,;.. a.t least· irvthe EEC ... purcaly internal factors 

.· ~~~ .l!JI!Y~Ii an !>V&n ~or,. j_~t~y ~~t. Soll!e Cantr~l D.ellk$ )lave ac;oumu­
. 1a.ted d.bllars in ~o~siderabl~ · quant t,ties:; th:is enabled. t}1e , UniteP. St~ tes 

ill ,41i~~t i~ver ,;l<>ng £~Hod #thO,. t its gOl:~' ~e ~erY*<ii· h<>~i~~ to 
the full consequ~nc~~." . 

,. . . .. ~· . ," . . ·.: ' . -' '_ - ' ' ' . ' .- ·-'- ,-.. -

br()adly, · .. ·the 

.. . . ·.·. . .. J~hnson liasJna.de a lUcid a.n.d cotttageous analysis of 

situation! Fie has given us ii~e·strikifli ph:rasea "We are highly 
. -·· ,_-

solvent, but ri<>t .li.quid ~nough". Re has als<) said~ "We cannot, ;n<i do 

• ~~f{ ~~·~~ it~a,-t. •tJ•f;,;p¥<! t'<l ~iJi~~~<i<is }<>·•··~~1d d~ll~l's is .·uhl±mited•• .• 
r~s·tatea·' the. fir~ determ.inatiori of 

·.··· .. ·.its·····bai~nce• 



... J-

. . 

.'nlere is m1l(lh d.iselission on th$ <causes of th:.~ defioi t;. we may 

that. t]le cont;r:-ove,rey ~ill be endeQ. by ~hat .the Americans themeel ve.G 

uau.f, ~iuJ&ttt$ ~(lbl.\nm, ~!li~~~nt .tohns*n.llas ~.t&te<h "ill n<>t .•.. ~. · 
sj;poit ~Pi-o1Jl.em •••• >we have to deal' head.~n ·.With. ·the surging otttflow of 

prl.vat~ oapi tal"~· . 

aware ()f .. the· measures that .·the •ht)sident .of 

ha: d.ecidedtd·i~po~eJ; I :sh~l.hdt. ~o .into·them .... l:lere •. ·'Howev~r,·· 
fn !1 !>pjO<!!'h tO Ali!l~fcan.>b~ra al1d· mi.lfl;.l!sm~, the I'reside'!t di~ B.at• 
":But' yo\1 a® I know th~t .this won,'t be eriouglt.' .Ca. pi tal wi:ll .etlll flow 

e,bro~ t6 ·the advanced c:oun:tJ?l~~ from. yo\U':l:>a.hka and your buail"les(;lc:)s 

if ;!Cll}~t it". 

Leding ba.nker$ and buf!inesSJnerl have ·-therefore been asked to<; 

co~o~f~te with the Admi}l~$t~~t/i.cin 'tn·a (:~m~~igil to restrict sbol't~term :. 

~' . - . . - ' 

''Wh~t is there fgr us tCJ say• at thii) st~ abotlt Ame~i'oan p~iioyp• .. 
·' . - . '. 

which is not just a domestic a:ffai;r-. for tht)lJriited S,tatee but is also 
- . - - -

of major concerl1.· to·the Community and the rest of the woi-ld? 

First, we can say that~things .are moving in the right dix-eotion. 

I. 4-o not wish to prejud~ the matter, bl:lt I would. simply say \f'S trust 

.a.nd·.J>elieve. thai.' Un,i:t.ed:.sta.f;¢$ ;poliol<,.-ill'4.ea.d to ~<el!bs.tan1;ial· and 

: ',:-:~ ' ' ·-, :'': __ -:. .~·'·._· ·~·.·:-·' " ;:,----· ··, :· - . ,-'' ' ' ' ·' ",, ,;. ' ,·:.-~.:~ .. ' 

~~~[!:~!~i~i$~i:~~:~a=~~~:~;:~~tijiY~ . 
.. . •..•.• ··;. ,; r 

,',·,, , .. 
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"There is thereforo no doubt that cap~tal transactions are.the 
. ·, 

item which calls for attention if the American deficit. is .to be .. oa:l'rected. 

see how this can be 
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expression "gold standard" has beenuaed in se:Veral different 



nel;#de •f intarnatiora.l trade but following disequilibrium in the balance 

df payments of thi.s or tha. t country, ha.s now reached a limit whi,ch it 

would, be dangerous to exceed, 

Eyen. if a ge~e:ral agreement could. be· reached· .on such a, basis, two . . . . .. 

~.tller qt.lesti-ns wo.uli arise on· which.; with you,r ·permission, I should r$thar 

nnt~V() you answers.>tod.a.y, though I ball make a few introductory poi}lts: 

.Wh~~ ahoJld be··. the fa.te :o~ · i:>~J.anqes· at: 'present held i:ri f(.)reign 

cpr;~ncies b; the C~llt~af.bS:nks t .No sudden <d~~fsion should 

• 'l'lie. solution should. b~ sottght. witho~i ·ll~st'a, in view •f the .. d~ btot 

CreJitor•·~qurihi"s •·••• ri~~~ fo'r, \><~curfti $l)d. [il .ord~·~. j;o 
consfdc:rabl~. contraction fr1the• VOluple ·Of fnternhti.ont2.~. 

,-.··:· ,' . -' ·::-.. __ :·· ;<··-: . ··,·:··,".: ;- ..... -' 

~ ,' -~ < • • • • : ' ; _:, ;:··_:;! '· .. , . 

woUld···' in fU.t1fte be,·. the··. !Dearis'ua~d to· ·~:reate .... :<·th~ ·add.it!iioi.tal·.· 
·l~quidfty ···t~;;.•• ~iiJ_,·[)~·~h·.j~ ti~c~·ss~z-i·by· t1l~•··~~~~n:~i6n····i·· 
Will be rapig_ i_ qf trad~ o:f every kind bet.ween' ~he . 

col.lntries of the fre~ world if, . a~ is probable, the production. of. 

·:l:n:::~ :Q~i~~!~;i~, i~~f~ k!a¥~=~t~~¥+n:la·be ... · 
confidence in national"C\irrencies.o The oreaviori of additiqn~1 

. international liquidity ~llouid be dOn~ on. the basis of agreed 

criteria &!ld amounts,! so as~td exclude. tbemaintenanc~ over lengthy 

periods of' diseq.J.ilibria in .the balance of' payments, except 

ca$e of developing countries, which could cover then deficitsb;y 

meaus of lon~term capii;al imports. 



- 1 -

I did not say a few words on the 

I 
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Tho Rx:ecutivo Commission is alroady' at work on this. It is 






