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BUSINESS AND FINANCE

THE
MONEY
CRISIS

It was the third crisis in twelve months

in the bewildering but desperately
important world of international finance.
A year ago the British pound fell, de-
valued under a massive speculative as-
sault. Three months later the mighty
U.S. dollar was reeling under the same
sort of pressure, and only a hurried tink-
ering with the price of gold saved the
monetary system. Last week it was the
turn of Charles de Gaulle and his proud
franc, and it was becoming increasingly
clear that what has been happening is
not a series of isolated crises, but one
big crisis on the installment plan—one
that proves something is badly out of
kilter in the whole system.

Once again, as the world’s money mar-
kets dissolved into speculative chaos, the
small band of worried men who are re-
sponsible for keeping the financial world
running emerged from their banks and
ministries for an emergency meeting.
This time the meeting was in Bonn. in a
drab, gray stucco building at the foot of
the Hardthoehe Mountain. Once again
the major currency markets were shut
down to give the moneymen a calmer
atmosphere for their crisis talk and to
staunch the speculative flow of curren-
cies. But this time the mood was edgier,
and diplomatic courtesy gave way to ac-
rimony. After three days, the ministers
put together an agreement that involved
devaluation of the franc—or so they
thought. a huge new credit package for
the French Government and still another
savage bite of austerity for hard-pressed
Britain.

Absurdity? The key to this package
was French devaluation—a move that
de Gaulle had called “the worst of ab-
surdities” only ten days earlier. Tact-
fully, the moneymen left it to the French
to atmounce the move. But they were so
sure de Gaulle would knuckle under
that German Finance Minister Franz Jo-
sef Strauss told reporters that the de-
valuation was in the works, and in the
next 24 hours, it was taken as a matter
of  course. French newspapers  even
howled up a storm of criticism of Caullist
policies;  Frenchmen resigned  them-
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selves to the loss of prestige and pur-
chasing power; governments, business-
men and speculators around the world
got set to adjust to a lower frane parity,
The only question, nearly everyone
agreed, was how deep the cut would be.

Then de Gaulle dropped what may be
the biggest bombshell in a long life of
unpredictability. After a special week-
end Cabinet meeting, a spokesman read
a_brief statement by lamplight in the
Elysée Palace courtyard, saying simply
that the franc’s parity would be main-
tained. It was assumed there would be
additional measures taken to curb specu-
lation, bolster France’s sagging trade po-
sition and clamp down on its internal
economy with austerity measures de-
signed to restore financial stability—but
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for at least another dav, de Gaylie

wasn't saying what they would be.

Closeted in the Elysée Palace

French President must have been grat

fied at the wave of shock his annow .
ment sent around the world. “This is a
groaned a U.S. monetun

unholy mess,.”
official. “Where does the rest of th
go from here?” demanded a stunnec

don banker. “Madness.,” cried I

economist Pierre Uri. “This is megal

nia on a really astonishing scale.”

The biggest immediate question
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whether the tide of speculation could b

stemmed when exchange markets reo;
this week. In general, European trad
Zurich, a leadi
banker warned: “This leaves us wl

were pessimistic. In

we were—in full crisis. It will be

strophic.” “I don’t know how in hel

expects to hold the franc,” agreed a 1

don banker. “We're all going to be on 1

thin stilts for a while.” U.S. expert
more optimistic, predicting that t
ulators would pause to assess

conditions and the momentum of
speculative rush would die out. "1 1
now we'll get a period of quiescer

said one New York
speculates a bit himself.

moneynma

Erosion: Beyond the immediate cris

what was de Gaulle’s long-range stra
Here speculation was almost as w
the currency markets
week. Some experts suggested

themselves

Gaulle’s pride wouldn't let him back d
l )

in formal fashion but that he woulc
cept a de facto devaluation by neg
to support the franc and letting
far as the market dictated. Others

he was deliberately trying to provok

kind of shattering world crisis that
only be resolved by reforming the
monetary system. (Only a da
some of these same commentators
suggested that de Gaulle migi
massively in order to .‘:\E';u"“ ,
goal.) Still others wondered wi
Gaulle, who is not himself 2 s
economic thinker, hadnt sim
angry over the results of the Bo
ing and Strauss’s leaking of

that he Batly refused to deva
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what may. But whatever his motives, the
outcome seemed certain to weaken still
further the tottery structure of interna-
tional finance.
Moreover, the week of crisis also seemed
destined to touch off wide-ranging politi-
cal shock waves. Under the impact and
aftermath of the spring riots, French
prestige had been weakening along with
its franc for months, and Gaullist foreign
policy was largely discredited when the
Russians invaded Czechoslovakia. With
the apparent devaluation, the focus of
power in Europe seemed to have shifted
decisively from Paris to Bonn—and in
fact, on the very day of de Caulle’s thun-
derbolt, Germany's largest newspaper.
Bild Zeitung, crowed in banner head-
lines: “Now the Germans are No. 1 in
Europe!” But de Gaulle has been counted
out almost as often as Harold Stassen.
only to reappear again. In the stunned
dismay that followed his tranc force play,
no one could be sure he would not ulti-
mately succeed in foreing a monetary re-
form that would restore Frauce’s prestige.

Nemesis: France's trouble began last

May with the students’ and workers™ ri-
ots. Until theun, the rock-steady French
economy had made the franc one of the
world’s strong currencies and given de
Gaulle a platform from which to snipe
skillfully at the prestigious pound and
dollar. But the riots forced wage boosts
averaging some 13 per cent throughout
France, touching off an inflationary wave
that ate into confidence in the currency.
Francs began to drift out of the country,
to be exchanged for harder currencies.
and France's hard-won reserves dwin-
dled as the foreign buvers of francs
turned them in for dollars or gold.

This need not have been calamitous:;
de Gaulle’s strategy was to trv to offset
the wage boosts by expanding the
French economy and improving produc-
tvity. But this would have taken time.
And meanwhile, the weakness of the
franc was being matched by the strength
of the German mark. Germany, with a
burgeoning modern industry, robust ex-
ports, tame labor unions and no inflation
to speak of, was piling up fresh reserves
at an embarrassing rate. There was talk
that the mark might have to be revalued
upward, as had been done in 1961. And
this possibility of collecting a profit
proved an irresistible hire to investors
who held francs—a group that included
corporation treasurers, currency deal-
ers, Frenchmen of all descriptions and
European owners of French securities.
Literally billions of francs flowed across
the border into Cermanf investment,
along with copious sums of speculative
dollars, muncgf, Italian lire and Belgian
francs. All the signs of a speculative
frenzy dev. ; rumors flew, and the
flow of mounted to flood. The
:ﬂic was w:zem'ng, and something had

Tﬁ:limu ame early Jast week when,
i ope !‘bre;-day Trlod. a terrifying
!1g770.000,000 worth of foreign curren-
%*‘l poured into Germany. A German
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Opening for a stampede

Covernment spokesman later described
the torrent as “unparalleled n Bnancial
history,” and no one was disposed to ar
gue. “We are asphyxiating in currency.”
cried a Deutsche Bank official in Frank-
furt. And so there was a round of trans-
atlantic phone calls, the convening of the
crisis sesston of the Group of Ten mujor
financial powers, the shutting of most
markets and the long talks.

As most of the participants saw it, the
best solution to the crisis would have
been to adjust the parities ( glossarv box)
of both the mark and the franc—making
the mark somewhat more expensive in
relation to all other currencies and de-
valuing the franc by about the same
amount, with possible smaller move-

ments upward for sach strong carrencies
as the Swiss franc and the Dwtch: gutlider
This would have put all currencies on
roughly even competitive terms—and
not so incidentally, wonld bawe cused
the pressure on the aifing British pound
and U S. dollar

Rationafists: But the Cermans, with «
new, proud independence born of thew
economic muscle, wounld have ne put of
any such scheme. They argued. acen-
ratelv, that revaluation would Ruve pune
ished them for their saccess. “We're the
only ones who have purwied a rationad
cconomic  peolicy, sud Dusseldort
banker, “and now everybody's trving to
bring us down to their level” "It i quite
snacceptable,” snapped Economics Min-
ister Karl Schiller, “that we Cemmuns
should correct mistakes He other comn-
tries in their own houses.”

Germany did agree to a change » ibs
tax policy that will cheupen mmports and
raise export prices by abeut 4 per eent—
1 move that could cut ity fat payments
surplus by 31 billiow or more.. Even more
mportant to the immediate crisis, Ger-
many mposed new bankng restrictions
vimed at shutting off the foed of foreign
currencies that have heen exchanged
for marks in recent weeks in anteips-
tior of a revaluation. But these mowes
aloue wonld bave been clearly made-
quate te check 1 curreney stumpede
that has been measuwred m Millions of
dollurs in the past two weeks aone. Seo.
in the end. the French hud i sgree W
consider devaluing the frone. There-
upen, the ten nations agreed to provide

32 hillion worth of their own correncies

Following are translations of some
of the more common terms in
the international monetary world:

Parity. The valie of a currency in
relation to the dollar and to gold, as
officially set under the rules of the
Intermational Monetary Fund. Oue
pound sterling, for example. is worth
$2.40 in U.S. monev. One dollar, in
tumn. is worth one-thirty-ffth of an
ounce l)f

Reserves. A nation's treasmre
chest, measured in gold and the “re-
serve currencies” of U.S. dollars and
pounds sterling it holds, Reserves are
used to settle deficits arising from
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the paritv of one cwrrency. Sibes a
nation’s exports are poeed in iy own
currency, devahution wakes experts
more competitive on world murkets:
it also makes mports mere expensive
at bome. and thus tends @ mprove
the balance of pavinents.

Revajuation. An spwurd siifé of
purity. The effects are the reverse
of devaltstion,

Trading bands. The houts set by}
the IMF for day-to-doy fhartuations ‘
of currency volues. generaily I per |
cent of offivml purity. ¥ the murk §
rises tu its celling, the Cerman ceu-
tral bank maust sell enough marks o
mest the demund at the ceiling,
francs fall to their foor. die Fomch
bank must bay all that are offeved.

Swap agreement In effect. 2
credit line between central bunks w.
he used when a currency is under
speculative attack. If the Bank of |
France, say, is using up its oeserves
buying francs at the panty feer. @
may simply exchunge francs for a
stated amount of deilars Gom the
Federal Reverve Bank w comtnue its

v
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for France to use in defending the parity
of the frunc in world currency markets.
To avoid humiliating the French. no
strings were formally attached to this
guarantee; but the guarantors regarded
devalnation of the franc as a foregone
conclusion. Indeed, in anticipation of the
new pressure that a franc devaluation
would put on the British pound, Brit-
ain's government promptly took major
new steps to curb consumer spending
and slash imports.

Would the package work? Even be-
fore de Caulle reneged on devaluation.
officials around the world were both
skeptical and bitter at the failure of the
Bonn meeting to come to grips with ba-
sic problems. “I am very much afraid
that it's patchwork,” said a monetary offi-
cial in Washington. Although nearly all
the experts predicted that the Bonn
agreement would tranquilize currency
markets at least for a while, estimates of
the pause varied from a relatively opti-
mistic four months (a New York econo-
mist's guess) to a frightening two days
(the view of several currency traders in
Zurich). After that, a renewed specula-
tive crisis was all but universally predict-
ed. The next target might well be Brit-
ain, with its dwindling reserves, heavy
debts and sagging credit lines. The vora-
cious speculators might start a run on
sterling, hoping to force another devalu-
ation of the pound and producing a
quick profit for themselves. And after
that, the speculators could again attack
the U.S. dollar by bidding up the price
of gold. If the dollar fell, it could bring a
period of true international chaos, with a
repetition of the dismal experiences of
the 1930s.

In this gloomy perspective, there was
a growing feeling among economists that
what is happening is nothing less than
the final decay of the international mon-
etary system that was created in the his-
toric Bretton Woods conference of 1944
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Conference table at Bonn: Outrage, acrimony and

Darehiager

disgension

On the well-tried theory that it is best to
act while there is still a choice, many ex-
perts—=significantly, including several of
President-elect Nixon's close advisers—
were calling last week for a new Bretton
Woods to overhaul the whole rickety
structure and begin anew.

Such a reform would undoubtedly
please Charles de Gaulle, who has been
pushing for just such a conference for
several vears, It would also satisfy the
Germans, who hinted broadly last week
that one reason they were refusing to
revalue was that they wanted to keep
their bargaining position for the real
crnimch of reform talks. Indeed, basic
reform may be inevitable—and after last
week, sooner rather than later. But if the
tangled and acrimonious story of the
week is any guide, agreement on a new

Horblock € 1998 —The Washington Post

‘Foreign Exchange’
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system will be neither eas n

The week began with (], erisis
ready well under way; on the \,,',\
Friday, the flow of money into (I;“H_
had come to a staggering SG30 .1
By chance, central bankers of the m
nations were already slated 1o hold
of their regular monthl
Basel that weekend, and it WS wideh
expected that some deal would | '
there to ease the crisis.

Sticking Point: Sure enongl, Germun
offered a loan—reportedly $1 biljio, i
help France fight off the speculation j,
franes. But France balked, apparenth
because Germany refused to revalue apd
demanded that France put fresh restric
tions on its economy as a coudition fo
the loan. There matters stuck, and the
head of the German central bank, Ky
Blessing, defiantly stalked out of the
meeting and crisply told reporters: | |
have absolutely nothing to say. I will s |
nothing. We are going to risk a had har |
ket tomorrow.”

A bad market was exactly what the
got—not as bad as Friday's, because of
technical market patterns, but horrendous
by normal standards. The franc was on
the floor of its trading band and being
battered: the pound and dollar wer
under heavy pressure; in Paris, the mark
soared through its ceiling. French Premier
Maurice Couve de Murville addressed
the nation on television, blaming France’s
monetary woes on the general state of th
monetary system and saying, in notab!
vague terms, that France's
allies had promised help

It was also on Monday that Henry
Fowler, who was in Europe for a 1
of official farewells before resigning
Treasury Secretary, flew off to l;:,-‘::“'
consultations with the Germans. Fo
trip rapidly became something of a 1
tery tour, since he refused public
ment on what he was doing and wa
lowed by a wave of conflicting acc
of what actually happened. Accordin:
officials in Washington, who kept in t
with Fowler through the White Hov
situation room, his instructions wr
keep out of the infighting and urg
the French and the Germans to - o
a spirit of friendly cooperation. “All
business about the U.S. exerting pr
is a bunch of hogwash,” snorted one 41¢ |

But according to German accou i

l
|
|

Oy
i On

-‘:Hl‘.!‘_‘,.
Ajoy
(e
meeting

&

e stry

K

monetar

Fowler met with Schiller, Franz 0
Strauss and Chancellor Kurt Georg
singer and flatly urged a German I
uation. The dialogue that followed

Strauss: “I would resign rather
accept a revaluation.” )

Schiller: “You must nml('sxf‘-é“;
Fowler, that most of us here Ifm":
if any currency is overvalued
U.S. dollar.”

Fowler: “The dollar is
Gold is like the sun in the sky,
dollar is like the moon. T?u- distar
tween them is immutable. 4

Fowler’s end of this reported
sation seems more florid than D
stvle, but other accounts of sub

‘\..:\-, A
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Jso suggest that the U lined
a Cerman

s _
:: \Ingh Writain  in urging
valnation coupled w ith a French deval-
e I so, it was a dosing argument—
aps because of the lame-duck posi-
s of the U.S. delegation. And the next

nabot
HI

muderlining this sorvy statns, Fowle

fav,
e kept cooling his heels tor half an

i an anteroom  when he visited
Liesinger aghatni.

In the markets, Tuesdav’s action was
aiv 4 hit better thun Mondav's, It was
lar something had to be done. and
schiller was prepared to do it: he had
et working for weeks on two alterna
we plans, code-named “Dicke Bertha”

o Big Bertha (for a mark revaduation)

wd “Feldhaubitze” or field howitzer
e tx changes to cheapen imports
d make exports  more expensive

sounbing to a small backdoor revalua
o). Now he .|p|w.|n'1i on television to
sammunce that the Feldhaubitze
vas i the works

‘A Bit of Luck': Schiller was also tak-
8IS turn as acting chainman of the
‘::-:up of Ten, an informal power struc
tire \"Mu‘n the International Monetan
:""".”ll\. he grinned later was “a fab-
S it of luck,” since it allowed him to
e emergency
n as the site-
was st on

ceemplory

tactic

‘llul LR
i bit of svinbolism that
nobody. He fired oft rathes
t,ll'h'\ to  his

" meeching
Box

[ !)”l‘.lu‘]u S

'-‘!.‘lil\p.llh'xlg{.ll‘\‘l at your *;'\\ retion, “lu- a
BE the pnq ‘\l:m d.\l"‘”"'\ )y sel
“nu:‘.luu‘tl‘ l”“"“" oi \\"‘l'_" sdav, .||~|(|
Markets woyl i“l ambdnys  fhancial
Notige -““nf‘ {;‘ closed until furthe:
tahed ollowed suit, and Britain

: Currengy
YOr market le
Shted £, the

trading. On the onh
At open, in Zurich, prives
rest of the week

Ml g,
lory, O 7 the  hankers converged  on
J P lue 1 Q¢ \
4 Resory sy moming, U.S Feder-

Yoy \],!:(;"'d. chairman William M

B e D Dad been eating a hur
|t with 4 colleagie in the White
of be .l-lllh-vn_ the u:”t'alul"‘ got a
bty o €W from .
wigh e out cold
-P"in.“ “il!\l;u-lf

hign p 1Y Spoons

can
a4 vending machine,
and had to be eaten
stick

because  there

=1 wish 1 had X
O vou ™ sh Hd a pu
= o, :
ikl shoy, Martin told him, “so |
Mg

- )('()I, o ' » ( : ¥
s ¢ B feall. Mhat international fi-
N T Wiy ’ lhk"A That night he found

Y winging across the At
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Schiller. Jenkins. Fowler., Ortoli:

London Dally kxpre
¥

lantic in a cheerless, windowless K(C-135
jet tanker

In Boon, dissension was alhreads rte
even the Germans weren’t solidh

tnt-
ed. Karl Blessing’s Bundeshank was lean-
ing toward revaluation, and somebody
leaked to the press an internal bank
memo  bluntly waring that  Schiller's

Feldhaubitze plan was “not likelv to be
adequate.” An outraged government of-
ficial told veporters that he found it “in
credible” that the Bundesbank would
stick a knife in the back”™ of its own OV -
ernment  at delicate
But government
that the export-import restrictions were
not enough, and announced a supple-
mentary plan to slow the floxe of foreian
funds into German banks

such
even the

moment
1ECOUNIZE l!

That seemed to satisfv the Bundes-
bank, but not so the monev men storming
into Bonn, who wanted more drastic
measures.  Schiller met them with an
opening statement that Hatlyv ruled out

revaluation: only the Dutch, participants

said later, supported this stand  The
It turmed ouvt that one of Schiller’s own wdes
leaked the momn, to diseredit Blessing, Cerman poli-

t can bhe that wa

g e
After all the acrimony. a new sen

Mauldin € The Chic » Sun-Time
‘The formula, gentlemen, is to work
hard and to lose a war occasionally—but
you must pick your enemies carefully”
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s¢ of uncertainty

French, equally adamant, said  thev
would not devalue unless there were
SO lll"\\‘l!\i movement in the mark
'l'c'mpr_‘f\ wore thin. Fow ler, accordimg
to one German aceount, described Bonn's
plan to ecase the crisis as a “small ste p.
and Schiller retorted: “If the lopping off
ol one-third of omr exports is not seen as
& sacrifice, have
quite different concepts of social values

then it is obvious we

Fowler's condnet
official, was “impudent.” A senior Ger-
man official told The New York Times
that Britain's Chancellor of the Excheq-
uer. Roy had been “ill-bred” in
talking to Strauss, and that INEeSsa g
Miwister Harold Whl-

g
uncouth™ in its langnas

said another Cerman

Jenkins

trom British Prime
son had beer
wid political threats
Such ballingsgate is
matic
Germans, holding the

unnsual
circles, to sav the least
Y f

whip han
joving the experien

clearly e

posed to rub it in for all it wa
The Deutsche mark 15 the most
currency in the Waoarld.” crowe
Frankfurter Allgemeine Zeitung

Big Guns: Long 1

and
3 - : g
dragged on. Thursdav'’s session lasted -

1
}

bitter, the talks

til 3 o'clock Fridav morning. Rov Jenkins
Hlew home between sessions to keep Har-
old Wilson posted. Francots-Xavier Ortoh
Ministe conterrec

regularly with Couve de Muril

the French Finane

bv tel me—and Couve, m turn

ph--lual de Gaulle at the Elvsée Palace
oftenn  In Washington, Presi-

dent |-|]m\nr| recelved trequent l‘ium-i

Umaost as

reports from the US. delegates at the
. . .

SCeN¢ once reporting  gloomly tha

blowup seemed possible. By Thursday

in fact, the pressure on France to devalue

to the

had risen point of blowup

according to German sources, Ortoli re
1 ]

‘-p(llulu] by threatening not onlv to de-

value, but to devalue by so much that

H”Il‘? currencwes l\t)ll]-! 3% |¥H“H\i f"d'- n 1
a general debacle. Thoroughly
the group united: if that happe wed, thes
warned, France would be cut oft from

alarmed

credit instead of being helped with $2

billion in new loans. During the p.m
break, Ortoli called de Gaulle himself hw'
instructions—and  presumably,  French
sources said later, de Gaulle
the principle of devaluation. Negotiations
the details went on for hve more
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hours, and resumed the next morning to
work out the precise wording of the of-
ficial communiqué.

It was only in the bitter altermath that
German officials attached any significance
to a detail that seemed only a matter of
courtesy at the time. The communiqué
took so long to write, they recalled, be-
canse Henry Fowler was insisting on in-
cluding the details of the devaluation
deal-and the Frencl, didn’t want to re-
lease the news just then. Apparently,
Fowler smelled a rat, but he ﬁlm]iy
yielded, and the long meeting ended.

It was Charles de Gaulle's 78th birth-
day, and it seemed his blackest. But de
CGaulle sailed unrufffed through the cere-
monies of state, greeting three new am-
bassadors to Paris and slicing a colorful

De Gaulle and Debré: A birthday surprise from the general

birthday cake with Foreign Minister
Michel Debré,

But the very mnext day, de Gaulle
proved himself to be—well, none other
than de Caulle. “The draft agreement
brought back to Paris by Ortoli,” said a
high-ranking Gaullist, “was unaceepta-
ble to the French Government.” But this
bland hauteur was going to cost French-
men dearly, The austerity measures
needed to defend the frane will cut par-
ticularly hard in a time when inflation is
already rampant, and may well revive
union militancy. An effective set of
measures to boost exports and curb im-
ports would almost certainly run afoul of
Common Market regulations; if de Gaulle
persists in defying the rules, it could
cripple or even kill the Common Market,
“De Gaulle,” said one French economist,
“prefers to bring the whole of Europe’s
economies toppling rather than admit he
is wrong.”

There were other, Jess sweeping ef-
fects. The triumphant Germans were
phinged in one stupefied instant into re-
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newed uncertainty. The Brit_ﬁh, WI_'\U hﬂd
used the crisis as a justification to Il’ﬂ})ﬂhc
harsh new curbs on imports and consum-
er spending, now faced uncertain pr-()ls-
pects of parliamentary uppnwal—m:’in
though the British Government thought
the ﬁxmsures were d(’:';pemtcl‘,-‘ needed,
crisis or no crisis.

De Gaulle’s non also deepened the
uncertainty over a renewal of spm-ul;l'
tion on the money markets. Whether or
not the markets erupted immediately,
the net result of the whole episode was
to put the game very nearlv back on
square one: the mark was not revalued,
the franc was not devalued, and that
was where the whole business began
just a few months ago.

For the moment, at least, the United

urg

States seemed comfortably remote from
the turmoil. “The real point of what's
happened is what hasn't happened ”
said a prominent academic economist,
“A year ago a crisis Jike this would have
spread immediately to the dollar. Now
the French troubles have convinced ev-
erybody that the dollar looks pretty
good, after all.” But in the longer rin
the dollar could only suffer y¢ the key
currency in a monetary systep that is
racked by periodic crises—and the fact
that it was not under attack this time
only meant that the target of immediate
opportunity was elsewhere.

Monetary officials. confident in their
OWn massive resources and their power
to act in concert with friendly nations
tend to discount the power of 5pecnl-|.'
tion, “Nobody cares very much whctlz;r
the speculators will be satisfied,” said g
U.S. official in an early stage of last
week’s talks. “They'll have to take what
they’re given.” In the sense of true

: spec-
ulation—hot money looking  for flfli(‘k
profits—this disdain js probably warrant.

T

ed. But in times of hrovg
true speculators who st
qui(,k]y reinforced by an ar
money managers
protect rlwir funds. One
past year, in furf, is that
speculation once it has g0,
difficult as stuffing a genie }
bottle.

Inevitably, the latest inst
monetary crisis brov
sure for basic reform of the
retrospect, the Bretton W ks
which established the
ties for the world’s cu
the dollar, had ser
and laid the grounc
dented growth of
this was true only s
States was the towerir
world scene and dispose
other countries in troubl
more even compe } a
the rigid rules were more
forced to the letter: anc
with the Bretton Wood
they forced only deficit na
remedy their ills. Today,
less Calvinist viewpoint are =
surplus nations—like Cermany—
responsibility to main
is also a growing scl
rigid parities can wor ]
world where national fort
hardly at all. In the real
perts say, parities shou
Hluctuate in a wider band than the pe
cent specified by IMF rules. It j
could float freely to 5 per |
parity, for example, and the ma 150 |
rise by 5 per cent, France could huve |
effective devaluation of 10 |
out any of the present furmoil

Traditionally, bankers
men have objected that s
would make international busir
and more costly; in addition, t
raise as many problems as
solve in the speculative arena
crisis has deepened in recent
these objections have tend
And in contrast to the Jo
trations  steadfast oppositi
change in the basic system. Ni
visers are privately saying they
form and are enthusiastic al
parity bands. “Frankly, if
keep patching up the system
dle of the night, it means we
a4 very good system,” one Nix
said. Another added: “The r
is between controls and
and I think the business
would accept the latter chaic
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well change drastically as the \
come to grips with the realit
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New York economist Sidney |
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rs, “but under some Cir-
Id be a lesser evil than
ourselves swaddled in controls.”
g eneva, SOmMe traders who believe
| (qrles de Gaulle’s ultimate aim is to

A he gold price figured he hadn’t
atall badly last week. But if that is
1. he is gambling for the highest
history—nothing less than the
e of France, the future of the
- Common warket, the fate of the mone-
|y system and the prosperity of the

~ Western world.

' The Cost of Being French

. “Here in Geneva,” sighed 2 French
' pusinessman one  day last week, “you
wuld starve to death with French money
~ in your pocket. The Swiss are very quick
| to react at times like this.” In Germany.

- the French franc carried about as much
- clout across the counter as a Confederate
f g:ga: In Ital_\;, wm“l;ied French tourists

o scurry from ank to bank before
they found one willing to exchange their
: mdm for lire. Nobody wanted to be
3 dﬁa‘lr::geda franc if it was going to be
&EAI:gor,\igt in Paris, at the very heart of
R o em‘(:netary crisis, ’busmc.ss was
B scdiocied I;r ngit: ?&nd cafés outside the
- astocky French SpeC‘L)l‘ll'lrtss , I"J()Ok llfere,

. s o h( Y gnnne(‘ .dt an
B eporter, the only gold around
Bl ot 0); lsh;n my teeth.' But that was

- ,aloné wig:];oni \;’lgl the YBourse
E g ost of Europe’s stoc
i zg::‘)l' markets, the speculators sim-
ihatty ou{doors. They traded cur-
R of gf;(il quotations across the
. :;b of th: :Towrc{ie’(llmgt p;;\r}ked at the
P Victos e ue Notre Dame
5 %kylcifuﬁf'bor made deals above the

b :nd of the Stock Exchange
e restaurant. There was
@araderie r the prevalent mood of
g 3,, bt feWu\mong the speculators; for
= el \fveeks of monetary uncer-
1 "85 000 o tht-?m had been earning
~ Doubt. Bu: _da)’ i commissions.
sk we:;; the rest of Western Eu-
':g: "hfl;rtacgﬁrtt;m:;gal(l']izfe t\vn:

‘ istrust o
Us, dofl;anc" the British pound and

u:r. in that order. At Orly
: gertei;uports in Paris, the

£ n currency was Te-

: .phget’:il:flers who could pn:durfe

M%‘O 3;&3’ and was limited in
ey hmﬁliers aa person. In Brussels,
. monere notoriously hard-
hote arb);t matters, all of the
' rrencies b ﬁ?nly devalued all
‘ francs, 2 v about 15 per cent,

unds, dollars or even
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Deutscl
- e s
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summed up his bank’ . l}'] m“l' (unLlu;t
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will hel ‘ money, bul we
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a Frenchman. But the Ir
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That's the cost of being Frencl ,
these hard days.” Frencl HIA““ Saing
$ ¢ ays.” French business:
BEER T O ' ssmen
;th.mdmg, an international textile show in
]mnkfurt learned the same expensive
esson.  We star .
e We started the show extremely
confident; our home office told us there
would be no devaluation of the franc,”
one complained. “Now, some German
clients are asking for reduced prices, and
we have to make all of our contracts in
Deutsche marks.”

The French seemed so
with their problem that they were over:
Jooking one place where they had been
able to unload their weak francs for
strong Deutsche marks—the big gambling
casino at Baden-Baden in Germany. Last
week, the casino was strangely quiet.

We can't figure oul what happened,’
said one mystified casino official. “Be-

preoccupied

Newswoek photof

2 §125 limit for

French guests
know well—w e'd be willing
| times that. But for
en’t even had

crisis, we set

cause of the
But for our

most guests.
—the ones we
to exchange severd
the last few nights, we hav
to meet the lower limit.” i :

Lasting: Actually, the casino’s charita-
ble attitude toWarc the French was
unique among Germans, many of \\'hpm
blamed General de Gaulle for causing
the monetary crisis in the first place. A
one Germall panker put 1t: “The mood
here is that we should not have to pay
for de Gaulle’s troubles. Our people sy
the hell with de Ganlle.” But then bitter-
ness worked hoth ways. In London, the
Evening Standard t‘(‘Sleldt‘(l o anti-
German ecling there by Ahe.xdhmug one
story about Cermany s relusnl‘ to revaluc
its currency: GERMANS BARK NEIN . A"f]
the Financial Times® inﬂut'nh-.'xl .Suﬁn@
Brittan spoke , responsible |;ml
pean ‘eadcr_s wrote late .Lls
week: “The bitterness _of the past coup e
of days will color pnh’tlcu] as well as eco-
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nomic relations in the West foi long
time to come.” e

As it Up'nvd out. about the only coun
try drawing any satistaction trom the
ll.('cv‘ \\f)i'ld'.\’ |)!‘()l)|('m WS Communist
China. In a dispatch from Peking at the
\\n‘L(‘nd. l]lt' New China news v.u't’m\
crowed: “This was the latest xl('\:~h1p
ment in the worst financial crisis in 40
vears, All this shows that the monetary
system of the capitalist world is sick to
the core and on the verge of collapse =

JAPAN:
Hail, Britannica

,,I“ a (‘I'()\\‘(](‘d ('nnh-l‘!‘lu'(‘ Yoo i
lokvo office  building, 250 neatly
dressed men and women rose with mili-
tary precision and began to sing:

World's treasure, Britannica
Light of today, light of tomorrow
Let's all spread our treasure
Throughout the nation .

the song they

As soon as ended,

Gibney (above) and cus-
For Japan. a 24-

tomers:

volume status symbo

pernard Krisher

poured across the hall to 1ows of cubicles
with (c]up]l()n:}s and started making their
day’s appointments. Then, as they headed
out, one after another paused at @ huge
mirror near the elevator for a Jast-minute
check on his or her appearance. Thus, on
a typical morning last week, began an-
other day of the Encyclopaedia Britan
nica’s booming campaign 1o sell its 24
volume sets, at 230,000 yen ($639)° a

set, to the people of Japan

The participants in the 7:30 am ritual
were the Tokyo representatives ¢
tionwide sales staft that has swelled
recent vyears to 500 full-time

who work on (-ommissinn-—nfh‘n earning
more than $10,000 a yn-;u'»\md ._nmtlwr
500 who work part-time- Operating onl
of 32 offices throughont Japan, plus
branches in Okinawa anc

»f a na-

salesmen

1 South Korea

swer basie U g, prie IS §4589. The
shbout by shipping costs from
fact that cuch suppleren
Britannica “Pe
age, 4 dictionany

*The sharply k
difference 1% hrought &
Chicago 10 Japan, also the
tary materials as @ l\u'l\v—\o!nnw
q»é«-n'u-" series, & great hooks P

and 2 Bible are included.
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