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in a forward-looking perspective Euro

The decision taken today keeps monetary policy on a longer-term stability-oriented
course and, by doing so, contributes to creating an economic environment in which the

considerable growth potential of the euro area could be exploited. Those responsible for

other policy areas are urged now even more to take the necessary steps to improve

longer-term growth prospects for the euro area through strictly and decisively adhering

to the aims of the Stability and Growth Pact and through convincing structural reforms

in the economy.
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just a placebo

Question (translation): Mr. Duisenberg, this interest rate move has turned out to be
unexpectedly large. Do you believe that you are now at the limit which you can justify in
terms of stability policy and how long will this interest rate remain in place if economic
activity in the euro zone does indeed pick up in the second half of the year?



Duisenberg: This is something we have, of course, considered in depth. We wanted the

move to be as convincing as possible and we were afraid that a smaller move would only

have led to further expectations for the future, that this would only be a first step in a

series. We have by all means possible tried to avoid that impression. In very parochial

words, | am inclined to say - and | cannot say "do not quote me" here, | realize that - but
I am inclined to say that we moved from 3% to 2.5% which is maybe a slightly,

unexpectedly large fall, but I would like to add, and now you be sure: this is it.

Euro

Question: Mr. Duisenberg, | just want to ask if you could elaborate a little bit on the
convincing structural reforms that you said you would like to see from euro zone
governments and also if you feel that by cutting the rates in such a large step that you

actually reduce the pressure on these governments to make these reforms?

Duisenberg: We hope that the contrary will emerge over time. Convincing structural
reforms relate to the following: We, and most other observers, are very convinced that

the phenomenon of an unacceptably high rate of unemployment across the euro area,

but particularly in the larger countries in the euro area, is due to structural factors and

to inflexibility in markets for labour and in markets for goods and services and that

monetary policy is neither the cause of that structural unemployment nor is it the

solution to it. The solution to that problem has to be found in measures of a convincingly
reformist nature in the labour and in the goods markets and we do hope that taking the
monetary policy stance we have taken today will in the ensuing months increasingly

focus the attention of policy-makers and the public on the real causes of the

unemployment problem, because it will demonstrably become clear that monetary



policy is not the answer to solve those problems.

Euro
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somewhat of Japan

Question (translation): Mr. Duisenberg, the situation in Europe at the moment,

especially this latest interest rate move by the ECB, now reminds me somewhat of

Japan. You reduce interest rates time and again, yet on the other hand. no progress is

being made in the areas of politics and restructuring in Europe. In December, although

I cannot quote you directly, you stated, much in the same way as today, that following
the cut in interest rates the situation with regard to interest rates in Europe would be
settled. It is now the beginning of April and we see obviously a further cut in interest
rates. Is there not the danger, Mr. Duisenberg, that this process is about to begin again
and that, after a certain period, owing to a lack of willingness in Europe and in
Germany, in particular, to bring about structural reforms, the whole rigmarole will

begin once more and you will be forced, yet again, to cut interest rates?

Duisenberg: Well, we do not see that danger arising from the level which we now have
reached. We hope that our call - as | expressed it today - to governments to pursue a
reform-oriented policy, to adopt structural reform measures in all markets, that that
policy will get a new incentive from the measures we have taken today. If they do not do

that - and it will take time, | admit that before you can pursue and effect policies like |



have in mind - if they do not do that, then indeed monetary policy is no alternative.
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have a nice week

An Outspoken Nationalist Wins Tokyo Governor Race

A victory by Ishihara could be a diplomatic thorn and a domestic

headache for the government of Prime Minister Keizo Obuchi.
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