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SUBJECTs EXCHANGE RATE ISSUE AND 1968 PROGRAM LOAN
FOR MFIVER, PALMER AND FOWLER

EXDIS

As 1T 1S 0BVIOUS THAT DELFIM NETO 1s UNABLE To LIVE Up

TO HIS COMMITMENT TO MOVE Tp A MORE FLExIBLE EXCHANGE

RATE POLICY. (leEs) MORE FREQUENT DEVALUATIONS THANI THE YEARLY
e= AT LEAST FOR THE TIME BEINGe AT THE

SAME TIME, HE HAS ATTEMPTED TO: FEEL us: OUT AS TO

WHETHER HE CAN_EXPECT THE OCTOBER RELEASE, IT

SEEMS TO US THAT WE HAVE THE FOLLOWING ALTERNATIVEB:

le WE CAN TELL! DELFIM FLATLY THAT WITHOUT FULFILL=.
MENT OF THE EXCHANGE RATE CoMMITMENT THERE: CAN
RE NO OCTOBER PROGRAH LOAN RELEASE}

2¢ WE CAN LEAVE DELFIM UNCERTAIN AS TO: WHAT OUR
DECISION IN OCTOBER WiLL BE, STRONGLY SUGGESTING
THAT ANY RELEASE PROBABLY WILL HAVE TO BE
DELAYED UNTIL HE PERFORMS ON THE EXCHANGE

THE GROUNDS THAT THE FAILURE TO PERFORM ON
THE EXCHANGE RATE SYSTEM WILL HAVE TO BE
WEIGHTED AGAINST GOB PERFORMANCE ON OTHER
PROGRAM LOAN OBJECTIVES; OR

3¢ WE CAN TELL! DELFIM THAT WE ACCEPT THE

NOT TO BE REPRODUCED WITHOUT THE ASEERERIZATION OF THE EXECUTIVE SECRETARY |
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