Annex

STRENGTHENING ECONOMIC COOPERATION FOR GROWTH AND STABILITY

I. We have examined in the 1light of our experience the
procedures outlined in the undertakings agreed at Versailles last year
which seek to ensure greater monetary stability in the interest of
balanced growth and progress of the world economy.

II. We reaffirm the objectives of achieving non-inflationary
growth of income and employment, and promoting exchange market
stability through policies designed to bring about greater convergence
of economic performance in this direction.

III. We are reinforcing our multilateral cooperation with the
International Monetary Fund in its surveillance activities, according
to the procedures agreed at Versailles, through the following approach:

A, We are focusing on near-term policy actions 1leading to
convergence of economic conditions in the medium term. The overall
medium-term perspective remains essential, both to ensure that
short-term policy innovations do not lead to divergence and to
reassure business and financial markets.

B. In accordance with the agreement reached at Versailles, we
are focusing our attention on issues in the monetary and financial
fields including interaction with policies in other areas. We shall
take fully into account the international implications of our own
policy decisions. Policies and objectives that will be kept under

review include:

(1) Monetary Policy. Disciplined non-inflationary growth of

monetary aggregates, and appropriate interest rates, to avoid
subseguent resurgence of inflation and rebound in interest rates, thus
allowing room for sustainable growth.

(2) Fiscal Policy. We will aim, preferably through
discipline over government expenditures, to reduce structural budget
deficits and bear in mind the consequences of fiscal policy for

interest rates and growth.

(3) Exchange Rate Policy. We will improve consultations,

policy convergence and international cooperation to help stabilize
exchange markets, bearing in mind our conclusions on the Exchange

Market Intervention Study.



