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TO: Federal Open Market Committee SUBJECT: Chairman Burns' meeting

with Presidents Klasen and

FROM: Arthur L. Broida Leutwiler

At a meeting of the Board of Governors on February 4, 1975,

Chairman Burns reported briefly on conversations he had had in London

on Saturday, February 1, with President Klasen of the German Federal

Bank and President Leutwiler of the Swiss National Bank. For your

information and records, a summary of his remarks is given below.

Chairman Burns noted that he had originally intended to

be in England during the past weekend to attend the Anglo-American

Conference at Ditchley. As the time approached he had considered

canceling the trip because of the heavy volume of work at his desk.

During the period January 27-29, however, he had been talking by

telephone each day with Presidents Klasen and Leutwiler about the

depreciation of the dollar in foreign exchange markets that was caus-

ing concern not only in this country but also abroad. A number of

questions were clarified in those conversations, but there were some

that could not be readily resolved by telephone, and it was agreed

that a face-to-face discussion would be fruitful. Accordingly, after

consultations with Governor Mitchell (the third member of the Sub-

committee, Mr. Hayes, was absent), he decided to proceed with the

trip to England, partly to attend the Ditchley conference, but mainly

for the purpose of meeting with the two central bank Presidents.
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The Chairman observed that he was accompanied to the meeting

by Mr. Coombs. President Klasen was accompanied by Mr. Emminger;

President Leutwiler came alone. The meeting was held on Saturday

morning and lasted about 2-1/2 hours. The discussion was frank and

friendly.

Among the conclusions reached was a negative one: no change

would be made in the present policy of intervening only for the pur-

pose of helping to maintain orderly exchange markets; in particular,

no attempt would be made to peg exchange rates. In that connection,

he (Chairman Burns) had even declined to discuss possible numerical

targets for the levels of exchange rates in the short run.

The positive conclusions were as follows:

1. Henceforth, the three central banks would follow more

concerted intervention policies than in the recent past, when at

times they had operated somewhat at cross purposes. To assure

coordination, there would be daily consultations among those respon-

sible for market operations.

2. The three central banks would follow a more active inter-

vention policy, operating on a larger scale than in the recent past.

Operations would be undertaken only at times when the dollar was

showing signs of weakness.
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3. It was agreed that the three central banks would

intervene forcefully on the following Monday (February 3) if

the dollar showed weakness in the exchange markets.

4. On procedural matters, it was agreed that the group's

conclusions would represent informal understandings and would

not be reduced to writing, and that they would be subject to

change on short notice. It was also agreed that no announcement

of the meeting would be made, but that if questions were raised

no effort would be made to evade them. In particular, it was

understood that if inquiries were made of Chairman Burns, he would

issue a brief statement. Such an inquiry was in fact received,

and on Monday the Chairman issued the following statement:

"In my judgment, the dollar is basically a very

strong currency. The Federal Reserve, together

with other Central Banks, is intervening and will

intervene, as needed, to maintain orderly exchange

markets."

Authorized for public release by the FOMC Secretariat on 2/3/2021


