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FIF.ST PART OF COI{MON MARKET IIRBSERVES POOL" NOT{ OPERATING

I.IASHINGTON, D.C., February 10, 1970 -- The six uembers of the European
Conrrunlty -- Belgltnr, France, Gemany, Italy, Luxembourg, and the Netherlande --
have put into effect the firet part of a pLan leading to a "counon monetary
reserves pool."

The decLsion to actLvate arrangements for short-tem monetary support was
nade ln Basel, Swl.tzerland, yesterday by the ComunLty membersr central. bank
governors. The fLve central banks (Belgirmr represents Luxembourg) wl1L rnake
available $L biLlion for use by a rnenber cormtry running a tempotary balance-
of-payments defieLt.

How It Works

Drawings for up to three uonths wtll be virtually automatic, (rrvirtuallyrl
because should more than one memberts currency come under pressure at, the same
time, a country already lndebted to the system can decLine to aid another).
Each central bankts drawing quota corresponds to its contrlbution or pledge:
Germany and France, $300 mlL1ion each; Italy, $200 miLllon; and the Nether-
lands and the Belgltm-Lunanbourg Econonic Unlon, each $100 million.

Secolrd Part: Medfu.un-term Aid

Agreement has not yet been reached on the second part of the plan, for
nedlun-term aid, etilL belng discussed. It wouLd provide an addltional $L bil-lion,
with the same scale of contributLons, but with no llnlt on the ceiJ-ing of
drawings by a country. Such aid would not be autornatlc, nor would lt repLace
aid granted normal-Ly through che International Monetary Fund which, due to its
broad membership, can lntervene more effectLvely than could the Six in the
event of large currency dlsturbances,

All Tled Eo Econonic Policv Coor3lna9L€

Before agreement Ls reached on nedlum-tern monetary al.d, the Slx wLll have
to tlghten coordinatlon between them on their domestlc economic goals, includtng
the "tolerable" rate of Lnflation. The proposals made a year ago for both
short- and medir:m-tetm monetary support rrere tled to economic poLicy coordl-
natlon, so that the aLd dld not ttencourage the authorltlea to choose the easy
way out'r of thelr problems.

European Community Inlormation Servlce: suite 808 Farragut Building Washinglon DC 20006 telephone: (202) 296-5131

pwilkin
Text Box



european
eommunity

col|rtol ulnK-T o GOIL liD 3TtEL G('tmUrlTY . EURITOU

FOR IMMEDIATE RILEASE

February 1I-' 1970 
,,ru2. gll
I'

CORRIGENDTJM

In our press release of February 10, First Part o_f Common llarket "Reservss
PooL" Now Ooerating, some detalls of the operation of the nonetary aid
Idere erroneous. SpeclficaLly:

The five central bankg of the European Comrnunity members, on February 9,
declared their intentlon to make $2 billion (not $1 bilLion) avalLable
for use by mernber countries running a temporary balance-of-payurents
deficit.

In a novel approach to mutual monetary asslstance, drawings from
a first, $l-bil-lion .tranche will be immediate and automatic upon request.
From this first tranche, each memberrs centraL bank ruay draw up to the
amount of lts quota or pledge: Germany and France, $300 niillion each;
Italy, $200 miLlion; and the Netherl-ands and the Belgium-Luxembourg
Economic UnLon, each $100 nilllon. The borrowf-ng must be repaid in three
months; and, aft.er havlng made use of the funds, the borrower must enter
into economic consult.ations wlth the other member countries.

Borrowing from the second $l-billion tranche would not be automatic
and would require prior economic consultatlon. However, a country could
borrow up to the full $1 b1111on. The loan from the second trancher r€-
payable three months, can be used either concurrently with the funds
from the first $1 billion, or consecutively. (France, for exampl-e, could
first borrow $300 n1111on, pay it back in three rnonths, and borrow $1
billton for another three monthsl or borrow a full $i-.3 bill-ion at one
time. )

Use would be made of the Bank for International Settl-ements in Basel,
Switzerland, and drawings made in any currency. Plans for medir:rn-t.erm aid
are still being dlscussed and no agreement has yet been reached.
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New address: Suite 707, 2LO0 M Street, N.W., Washington, D.C. 20037
Tel. (?Az) 296-5L3L
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