DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE

~GOM C-120 01
EBD/86/258
September 27, 1986
To: Members of the Executive Board
From: The Secretary

Subject: Statement bf the Group of Seven Finance Ministers

Attached for the information of the Executive Directors is the
text of the statement issued by the Group of Seven Finance Ministers at

the conclusion of their meeting in Washington, D.C., today, September 27,
1986.

Att: (1)

Other Distribution:
Department Heads



-2-

7. 1In the circumstances, the Ministers agreed that the
policies of all countries during the period immediately ahead
would be formulated with the following objectives in mind:

== To continue to follow sound monetary policies supporting
non-inflationary growth and contributing to international
adjustment in order to help maintain the conditions for
business confidence and for lower interest rates.

-- To continue the process of removing structural rigidities
in order to increase the long-term production potential

of their economies.

-- To continue efforts to resist protectionist preésures.

8. The Ministers agreed that the major industrial countries
bear a special responsibility to foster an open, growing world
economy which is particularly important for the resolution of the
international debt problem.

9. 1In order to fulfill their responsibilities in the context
of thorough implementation of the Tokyo Economic Declaration and
to achieve the objectives set out above, they agreed to the close
and continuous coordination of economic policy during the period
ahead.




September 27, 1986

STATEMENT OF THE GROUP OF SEVEN FINANCE MINISTERS

1. The Finance Ministers of seven major industrialized
countries met today to conduct the first exercise of multilateral
surveillance pursuant to the Tokyo Economic Declaration of their
Heads of State or Government of May 6, 1986. The Managing
Director of the International Monetary Fund also participated in
this meeting.

2. The Ministers reviewed recent economic developments and
their economic objectives and forecasts collectively, using a
range of economic indicators, with a particular view to examining
their mutual compatibility and to considering the need for
remedial measures.

3. The Ministers noted that progress had been made in
promoting steady, non-inflationary growth in their countries.

4. There is broad agreement among the Ministers on the
economic outlook in their countries: Prospects for further
growth in 1987 are generally favorable, and more jobs will be
created, although the level of unemployment will remain high in
some countries. . Inflation is likely to remain low. 1Interest
rates have fallen with particular beneficial effects for indebted
developing countries,

5. However, the Ministers noted that the present scale of
some current account imbalances cannot be sustained. The
exchange rate changes since last year are making an important
contribution towards redressing these imbalances, and their full
effects will increasingly come through in the period ahead.

6. The Ministers agreed that cooperative efforts need to be
intensified in order to reduce the imbalances in the context of
an open, growing world economy. They noted, in this connection,
that economic growth in surplus countries was improving, but such
growth will need to be sustained -- and in some cases increased.
Countries with major deficits must follow policies which will
foster significant reductions in their external deficits, and
they committed themselves, among other things, to make further
progress in reducing their budget deficits in order to free
resources to the external sector. These actions should help
stabilize exchange rates, and all are necessary so that
imbalances can be reduced sufficiently without further
significant exchange rate adjustment.
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