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I . Introduction 

This paper is int8nded to provide factual information on the provisions 
of Srazil ! s current bilateraJ. trade and payments agreernents , as a background 
for a.ssessing the recent Qignificant developments in the country's basic 
trade and payment s systems. 

· part from the Hague Club arran~ements (see S11,/56/36) , Brazil has bi­
lateral trade and/or payments a greements ·r; ith 21 countries. v-iith 13 of 
the rn it has both trade and payrents agreeIIents. These agreements are 
usually established se parate ly for trade and payments but sometimes take 
the form of one joint a greement . The countries with which Brazil has 
a greements both f or trade and payments are rgentina, Czechoslovakia, 
Demark , Finland, France, Hun~ary, Iceland, Israel , Japan, Norway, Poland, 
Portugal, and Spain. Brazil has only payrr.ents agreements with 7 countries, 
viz., Bolivia, Chile , Greece, Sweden, Turkey, Uruguay, and Yugoslavia. I t 
has only a trade agreement ·ilith Venezuela. As for the geographical dis ­
tribution of the partne r countrie s of these a greements, 14 are in Europe 
(3 0oviet bloc countries and 11 others) , 5 in Latin Ame rica, 1 in Asia , 
and 1 in the 1vj_iddle .0ast . ilowever, the nwnber of these partners may 
de cre ase in the near future . Japan has concurred with Jrazil 's proposal 
to discontinue the current Brazilian-Japanese a greements after the end 
of June of this year. No a greement has yet been reached about trade and 
payr,ents after the termination of the current agreements. Argentina is 
said to have proposed to Brazil to abolish the a greements between t hem. 

The origins of the bilateral agreements currently maintained by Brazil 
go back 1i1ainly to around 1 949 . Prior to that ti,ne, there vmre i mportant 
a gree11ents with several r -estern European countries, but most of them have 
recently been replaced by the aul tilateral trade and payments system re­
ferred to as the "Ha gue Club" arrangements . The only pre-1949 bilateral 
a greements which are still current are: a payments a o;reement with Chile; 
a trade agreement with Venezuela; and trade and payments agreements with 
France . Durin6 the period 1949 to 1954, every year savr the conclusion 
of new bilateral abreements by Brazil. No strictly bilateral agreements 
were newly entered into in 1 955 or 1 9.56 . 
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The earlier agree nents seem to have been concluded mainly on the 
initiative of tLe partner countries, which wished to obtain dollar-saving 
imports from Brazil, particularly of then scarce raw materials. The more 
recent agreements appear to reflect the policies adopted in Brazil following 
a period of heavy imports and paymsnts arrears, the consequences of which 
became pronounced during 1953. The 9artner countries' desire to hold an 
export market in Brazil must also hav~ played an important role in the 
establishment and maintenance of most of those bilateral agreements . 

Prior to the establishment of the 11Hague Club" arrangements in 1955, 
Brazil I s reliance on hilateralism was significant •. !/ Even after the in­
auguration of this system, bilateralism still played a fairly important 
part in Brazil's external economic relations . The situation, however, 
seems to be changing further. The bilateral agreements with Italy which 
is one of the important partners for Brazilian trade were terminated 
recently; Italy joined the 11Fague Club" at the beginning of June of this 
year. It has also been reported that :Austria .has become a member. 

As was mentioned above, the current a greements with Japan, another 
important partner, will cease to exist very shortly . Argentina, also 
one of the important trade partners, has proposed to terminate its 
bilateral agreements with Brazil as a consequence of its policy of dis­
mantling bilateralism. Brazilian reaction to this proposal, however, is 
not known. 

II. Provisions of Payments Agreements 

(1) l,.{ost of the bilateral payments agreement accounts are designated 
in U.S . dollars. Thirteen agreement s (including joint trade and payments 
agreements) out of 20 fall under this category . The account of agree­
ments with Denmark, France, Portugal, and Sweden are designated in the 
currencies of these countries, respectively . The account with Uruguay is 
in cruzeiros. No information is available with regard to Israel and 
Iceland . 

(2) As for the settlements of the ~ccount balance during the validity 
of the agreement, a swing provision is usual . Sixteen agreements provide 
for swing credit . One of these (the Czechoslovak· agreement) has a periodical 
settlement clause also . The Uruguayan agreement has a periodical settle ­
ment clause only, and the Bolivian agreement has no settlement provision 
during the validity of the agreement. Information in this re gard is not 
available for the Turkish agreement. 

Drazil had agreements of a more or less bilateral nature w~_+h the 
original European inembers of the 11 Hague Club , 11 viz ., Germany, 
the Netherlands, and the United Kingdom, Although it seems that 
Brazil had no formal bilateral agreement with BLEU, which joined 
the Club a little later, the payments between these two countries 
had been carried out since 1948 through the Belgian franc account 
of a bilateral nature . (See s~j.56/36, pages 2 - 6 . ) 
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The amount of swing limit varies according to dif ferent partne rs. 
I,ar ge amounts are .. 35 million f ;Jr the Ar gentine agreement, ,;,20 million 
for the French agreement, and ,.a9.3 mi l lion for t he S,,,vedish agreement. 
Next come the Japanese rn10 million ) , the Chilean (.,,8 million), and the 
Danish (..a million) agreements. The total swing limit of t hese 16 
agreements amounts to ,.>118 .3 rr illion . Excluding the swin.g amount of 
the Japanese a greement, which will cease to exist shortly, the total 
swing limit amounts to ,pl 08 .3 million. If that of the Argentine 
agreement is also deducted, the total amount decreases to ;:>73.J million-­
almo0t 60 per cent of t he current one. 

The ratio between the swing l imit and t he estimat e of turnover 
between t wo parties (quotas under t he trade a greement) is generally 
between 3 - 15 per cent. The ge ne r al tendency seems to be t hat the 
more t he turnover, the large r t he r atio. 

Partner 
Estimate of 

Turnove r 
(1- iil. U3 ,.; ) 

(Year originally 
agreed) 

Swing B j~irni -J/ 
(1nil. 'US~~) 

Per Cent 
(B) 
w 

Argentina 270 (1954) 35 12.9 
France 261 (1953.) 20 7.6 
Japan 69.1 (1952) 10 14 .4 
Finland 46 (1953) 2a5 5.4 
Czechoslova}da 30 .2 (1950) 2.5 [3 . 3 
Spain 20 (1952) 1 5 
Portugal 14 .4 (1954) 0.13 1 

1/ :fone of t hese svring limits has been changed since the year in which the 
respective estimate of t urnover was originally made. 

Sett le .. ent of t he swi ng excess balance is usually to be Ii ade upon re­
quest by t he creditor wheneve r the balance exceeds the swing lD, it, but the 
Argentine agreement provides t hat the excess amount at the end of every 
year of validity shall be settle0. during t he next year. The term of 
periodical settlement is every year for the three agreeme nts wl1.ich also 
have a swing clause, wh ile the balance of t he Uruguayan account (which 
has no swing provision) is to be liquidated every t wo years. 

The means of sett lement f or both swi ng and peri odical settlements are 
gener all y U. S. dollars, convertible cur r encies, gold , or other agreed 
currenci es. l s an exce ption, t he Danish agreement pr ovides that Brazil's 
credit balance shall be sett led in sterling until otherwise notified. The 
balance of t he Ar gentine a 6reement is to be l i quidB:ted either in. goods, 
services, or agreed currency. 

(3 ) One of t he characterist ics of the Brazilian payments agreements 
is t he liberal natur e of t he provision for the settlement of balances after 
t he expiration of t he a greements. Several accounts are to be kept open 
even after the expiration for 90 - 210 days, making continuation of payments 
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throu0h the account possible for outs t andin~ contracts. The balances 
after such 1:eriods are to be settled in two installments within 30 - 60 
days in convertible currency, gold, or other a greed currencies. The 
se_t tle .GJ.ent provisions are particularly liberal in the case of some of 
Brazil's important trade partners. In the French agreement, the balance 
is to be settled at the choice of the creditor, either by exports 
(including invisibles) by the debtor countr'J through the account, or in 
four half-yearly installments i n U. S. dollars starting six months after 
expiration. (Further, the trade agreement with France establishes a 
principle that the payments from Brazil for the imports of French in­
dustrial products after expiration of the agreement should be made through 
additional exports from Brazil.) Under the Japanese payments agreement, 
the balance should be settled in goods or services as much as possible. 
(The Japanese trade agreement has the same kind of provision as the 
French trade agreement, mentioned above in parentheses.) These pro-
visions of the a greement with France and Japan seem to indicate the 
intention of the industrial pe.. rtners to promote their exports to Brazil, 
especially those of manufactured products. The Argentine a greement 
provides for the balance to be sett led in two annual instalJ.rnents with 
goods at first, and the remainder in agreed currency or in goods. The 
Danish, Swedish, Turkish, Bolivian, and Chilean agreements also have 
provisions of a similar other other kind. 

(4) To meet the problem of large debit balances growing out of 
continuing imbalanced trade under some bila teral agreements in recent 
years, Brazil vrnrked out some special arrangements with _f:0.rtner countries 
to decrease its debit balance or to orevent the accumulation of such a 
balance. In August 1953, Brazil arid France agreed that French export 
quotas of more than ,¥1 million were to be utilized only up to 90 per 
cent for the time being (exce pt quotas for automobiles of .,i5 million) 
in order to secure p3..yments resources for Brazil. In 1954, Drazil and 
Portugal agreed to apply export . -proceeds . from Brazil to Portugal to 
cover the Brazilian swing excess deficit by .:>2 million for the first 
year. After the second year, the deficit is to be covered at a rate 
to be agreed between t wo parties, but t hat rate should not be less than 

- 25 per cent of the Brazilian exports to Portugal. 

(5) At least 11 agreefilents are known to provide for the accrual of 
interest on the balance of the accounts. The rate of interest is usually 
fixed at 3 per cent, but in some agreements it is fixed at less,and in 
some others it is to be decided by other methods. Although interest 
accrues to the total balance as a rule, •under the Argentine and Danish 
agreements it accrues upon the balance exceeding a certain amount. In the 
case of the Argentine agreement, the rate if progressive also. 

(6) The payments 0ermissible through the account are usually confined 
to direct current transactions between the t wo parties. They .are in most 
cases enumerated in the text of the agreements or in the attached documents. 
Amoni the current items, consular income is excepted and is to be paid -in 
u~s. dollars. Capital yield (and sometimes capital) can usually be paid 
through the account only when agreed upon between two parties beforehand. 

In several a greements, the payments for transit trade are also 
specifically restricted. Payments for the products of third countries 



- 5 -

which are acquired from one party of t he agreement cannot be made through 
the agreement account except if so agreed. Payments for the products of 
one party to be ex~orted to third countries through the other party are 
to be made in convertible currency or currency acceptable to the producing 
country. Notable exceptions to this -principle are the Bolivian and French 
agreements. Under the former agreement, payments for Bolivian transit 
trade through Brazil are ~ermit t ed to be made through a Bolivian-Brazilian 
account. The latter agreeme~t provides that payments for the transit 
trade of tl:ird countries' products may be made through the agreement 
account if agreed beforehand, and further provides that the payments for 
transit transactions of •either party's products should be agreed between 
the two parties with a view to authorizing such payments in French francs~ 

(7) It seems that not ~uch lm.s been provided with respect to the con­
version rate of agreement account currencies. Under the French agreement, 
it is provided that the conversion rate between cruzeiros and French francs 
should be based upon the rate of each currency for U. S. dollar. The dollar 
rate in Rio de Janeiro is the off icial rate communicat ed from the Bank of 
Bra~il to the Bank of France, and the rate in Paris is to be calculated 
periodically on the basis of t 11e arithmetical mean of the rates on the 
Paris free market during a definite reference period. Under the Bolivian 
agreement, the rate applied to transactions , other than direct transactions 
of goods and incidental expenses between two parties, is to be the free 
market rate. Any adjustment that may have been made in these provisions 
as the result of the auction system of excharige certificates is not knovm . 

( 8) A guarantee clause for the change in the exchange rate of the 
account currency is known to have been established · under some agreements, 
viz., the Danish , French, and Uruguayan ones. 

(9) The validity reriod of 12 payments agreements was originally set 
at one year, the agreements are automatically extended ·annually if not re­
nounced by either party a certain number of days before the expiratory date. 
Three agreements (Argentine, Czechoslovak, and Uruguayan) have an initial 
validity period of two years; however, after the initial period, two of 
these agreements (Ar gentine and Czechoslovak) are to be automatically ex­
tended annually while the Uruguayan agreement is extended every two years. 
Four agreements (Chilean, Danish, Portuguese, and Turkish) have an 
indefinite time of validity and can be renounced by either party after 
giving notice of a certain period (60 days - 6 months). 

III. Provis i ons of Trade Agreements 

(1) As was mentioned in Section I above, Brazil has trade agreements 
with 13 of 21 partners of payments agreements and with one country with 
which no payments agreement has been concluded. The reasons vv-hy Brazil 
did not conclude trade a greements with certain partner countries in 
payments agreements seen to be t,he following; 

(a) The possible amount of bilateral trade between Brazil and 
the respective partners is not significant, and there was 
no particular point in establishing trade quotas. 
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(b) Close economic relations with certain neighboring countries, 
including border trade, may have made it hard or unnecessary 
to establish commodity quotas under trade agreements. This 
may exp~ain the nonexistence of trade agreements ,

7
w. ith two 

adjacent Latin American ccmntries, viz., Bolivi~ and 
Uruguay. 

(c) Yiith some partners, not only the insignificance of trade but 
also the fact that payments agreements were concluded fairly 
recentlJr might be one of t he reasons for not concluding trade 
a greements, For under the auction system of foreign exchange 
certificate in Brazil since October 19.53, there is not much ' 
meaning in establishing quotas for Brazilian imports. The 
recent tendency of relaxing•the import restrictions in some 
partners may have decreased the necessity of quotas for the 
Brazilian exports. 

(d) The reas on why J r a zil has only trade a greerr.ents vvith Venezuela 
a ppears to be tha t the main export item from Venezuela is 
petroleum, which is usually settled in dollars, 

(2) The 11ain provisions of the Brazilian trade a greements are almost 
all the same, They establish annual quotas for trade betvveen two parties, 
a ·1d both parties ccimmit themselves to issue import and export licenses up 
to t ~1e quotas, Howe ver, t ~1ese quotas are usually not exhaustive, un the 
other ha.1d, several agreements provide that licenses are to be issued 
taking the equal exc;.1ange of goods and services betvveen two parties and 
proportionate distribution of c·orflIJodi ties transacted into consideration. 
(The i rencn , Japanese, Portuguese, and Spanish agreements have such 
provisions.) Some a ~reements also provide for automatic application· of 
old quotas for a certain period in case agreement is not reached for 
renewal of quotas. The Spanish a greement specifically provides that the 
account balance should be t aken into consideration when new quotas are 
est ablisiied. Substant ive quotas have been established under the agree­
ments vdth i mportant trade partners such as France, Japan, or Argentina, 
}Iowever, a s vras mentioned in (1) above, the meaning of e stablishing quotas 

· f or Braz i lian imports seems t o h ave decreased considerably as the result 
of t he auction system in Brazil, and the liberalization of import re­
strictions in the partner countries also seems to have contributed to 
diminish the meaning of quotas for Brazilian exports. Th~ current · 
situa tion of several quotas, the original validity periods of which have 
already expired, is not clear. Such information as is available seems 
to testify to the decreased i rnportance of commodity quotas and accordingly 
of the trade agreements themselves. 

(3) · Corresponding ·to the liberal provisions for settlements of balance 
after expiration of payments agreements, the licenses for export and import 
already issued at the .time of the expiration of trade agreements usually 

The special position of Brazil as a transit country for the passage of 
Bolivian trade with third countries is indicated in the provisions of 
the payments agree .1ent as is mentioned in Section II above, 
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remain e:ffecti ve. As vrns already explained in .Section II above, under some 
agreements with in1portant industrial countries, treatment for transactions 
of industrial products is specifically provided. The French agreement 
provides that the authorities in Prance will permi.t the exports of 
industrial products already approved during the validity of the agreement 
on the one hand, and that the Brazilian Government will permit the exports 
of Brazilian products to offset such transactions on the other. The 
Japanese agreement also has the same kind of provisions. 

(4) A restrictive attitude toward transit trade is another usual 
feature in the Brazilian trade agreements as well as in the payments 
agreements .. Under many agreements, commodities imported from the other 
party of t:r-~e agreements within the quotas are to be used for domestic 
consumption or processing only. In some agreements (France, Finland, 
and Iceland), the parties reserve the right to require certificates of 
origin for imports from the other parties . 

(S) Some t::nade a 6reel'ilents have provisions for preferential shipments 
of commodities between the t rv0 parties by Brazilian ships or ships of both 
parties. These agreements are the Austrian, Czechoslovakian, Portuguese , 
and Spanish ones. 

(6) The validity of agreements is usually one year (that of the 
Argentine agreement . is two years). foOSt of them are to be extended 
automatically every year, unless renounced by either party a certain 
number of days prior to the expiration date . The extension of the 
French agreement seems to have been agreed to on an ad hoc basis. 
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Sunm1ary of Brazil ts Bilateral Agreements 

1. Payments Agreements 

-------------- ----- -----------

Partners 

EUROPE 

Austria 

Denmark 

1. Date of Signature 
2 • Validity Period 

lo Apr. 20, 1951 
2 • One year from 

signature. 
Automatic an­
nual extension 

l• May 18, 1951. 
2 • Indefinite from · 

April 27, 1951,. 
Terminable at 
60 days r notice. 

1.. Currency of 
a/c 

2. Holder of 
a/c 

1. u.s. ~-
2. Brazil. 

1. DXr 
2. Denmark 

1. Swing limit Settlement after Termination 
1. Time nf Settlement 

Payment for Transit 
Trade of 2. Periodical 

settlement 2. Means of Settlement Interest 1. Third Country1 s 
Products J. Means of 

settlement 

1, ~pJ million. 
2. Every year. 
3. Convertible 

currency or 
gold. 

lp 50% within 90-120 days; 
So% within 121-180 days. 
2. Convertible currency or 

gold.•.; 

1. DKr 5 0 million. 1 .. No riefinite time limit. 
2. US dollar, but 2. To be settled by exporta-

but Brazilts tion of goods from 
credit bal- de'btoro .-: 
ance t o be 
settled int 
until otherwise 
notified. 

2. Partner1s Products 

3% 1. Not to be permitted 

2% 
On bal­
ance above 
!:Kr 7.5 m. 

through a/c. 
2. To be paid in con­

vertible or accept­
able currency• 

Other Provisions 
and Remarks 

1. Swing was originally 
$1 million but in­
creased to $3 m. in 
1952. 

2. In Hay 1954 Austrian 
authorities suspended 
purchase of the 
Brazilian a/c dollars 
and Austrian importers 
were to purchase 80% 
of a/c dollar in free 
market. 

1. Exchange rate guarantee 
on a/c balance is 
provided. 

2. Origi.nal swing was 
DI:r 20 m., then it 
was increased to 
Dkr 75 m. from Aug. 13, 
1953, to Aug., 1, 1955. 



Partners 

Finland 

France 

.. 

1. Date of _Signature . 1. Currency of 
2o Validity Period a/c 

1. June 9, 1953. 
2 ~ One -year fr om 

July . 1, . 1953, 
.. autom_atic 

annual ex­
t~nsio~ ·• , 

. . 1 0 . Mar~.-- 8, 19460 
2._ · ·Extend~d to 

_Mar • . 31, 1956 
and perhaps 

. . later . 

2, Holder of 
a/c 

1. u.s. $ 
2. Finland 

1~ f. fr .• 
2. France . 

' 

lo Swing limit 
2, -Pe:r:i:odical 

Settlement 
3. Means of 

· settlement 

1. $2.5 milJion 

lo ~p2 0 million 
equival ent 
for :Brazil. 

3' · u.s. $ 

~ttlement after Termination 
. lo Time of Settleme.nt 
2'. Means of Settlement 

lo SCJ/4 within 90-120 days 
SCJ/4 within 12i ... 1so days 

To be settled by payments 
t hrough a/o from creditor 
t o debtor; or, at the 
choice of credit ar, in US 
$ i n 4 half~yearly install­
ments starting six months 
after terwination. 

Payment for Transit 
Trade of 

Interest 1. Third Gountryts 
Products 

3% 

2. Partnerts Products 

1, May be made through 
a/c if agreed before­
hand;, 

Other· Provisions 
and Remarks 

1. No information is 
available as to means 
of settlement for swing 
excess or for after 
expiration of agree­
ment • 

1. Brazil 1s debit balance 
cannot exceed $2 0 m. 
equivalent. 

The rate 
of 6 mo. 
French 
Treasury 
Bonds. 

2. To be agreed with SJ. 2
0 

view to authorize pay­
ments in F fr. 

The conversion rate 
(Cr$=Ffr) is based on 
the rates fer US $. 
US$ rate in Rio de 
Janeiro is official 
rate communicated from 
Ban -0 do Brasil to Bank 
of France and US$ rate 
in Paris is reference 
rate. 

3. In Aug. 1953, it was 
agreed to utilize Frerch 
export quotas of more 
than ~l m. (except that 
for automobiles of $5 
m.) up to 90% only for 
the time being. 

4. Investment agreement 
was signet on Apr. 24, 
J_Oc:') i, ,,r,.,'"' """ •Tr-l"h 
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----------------------------------------------------------------------------

Partners 
1.-·· Date of Signature 
2 • _V~l~dity Period 

France (Cont.) 

Greece 

Iceland 

•. }forway 

- ' .·· 

l~o -June 6, 1952. 
2o 360 days from 

. -Ju_ly 10, 1952, 
automtic 
annual ex-

. te-rts ion. 

1. May. 1,0; 1956. 

. 1. Sept. 28, 1953. 
2, - Cne .year from 

signature. 
Automatic 
-annual extension. 

1. Currency of · 
a/c 

2. Holder of 
a/c 

1. u.s. $ 
2. Brazil 

1. u.s.$ 
2. Norway 

1. Swing limit 
2. Periodical 

Settlement 
3 .. Means of 

Settlement 

1. $0.2 million 
3. Convertible 

or acceptable 
currency or 
g.old. 

lo ~3 million, 
but no pro­
vision for 
swing excess 
settlement. 

~ettlement after Termination Payment for Transit 
1. Time of Settlement Trade of 
2. Means of Settlement Interest 1. Third 8ountry 1s 

1. 50% within 120 days. 
S ~ within 15 O days. 

2. Convertible or ac­
ceptable currency or 
gold. 

· To be settled in goods 
or services, but if new 
agreement is reached, 
old balance is to be 
transferred to new a/c. 

Products 
2. Partner1s Products 

1. May not be made 
through a/ c • 

2. To be paid in 
convertible cur­
rency. 

Other Provisions 
and Remarks 

promotion of transfer 
of French capital and 
goods utilizing e~ ort 
issuance, etc., are 
provided. 

1. In Mar. 1955, Greece 
adopted linking of 
export & import on 
100=50 basis. Coffee 
imports were excluded 
from this system. 

1. Detailed information 
is not available. 



Partr:ers 
1. · Date· of Signature 
2 o Validity Period· 

Portugal · io Nov. 9, 1949. 

Spain.._ 

Sweden 

Turkey 

2. Indefinite from 
Nov_ 9, 1949, 
Terminable at 
6 months' notice. 

1. July 24, 1952. 
2. One year from 

signature. 
Automatic an­
nual e:rtension. 

l;a May 9, 1949e 
2o Cne year. --from 

May 10, 19490 
Extension upon 
agreement. 

1. Dec. 12, 1953. 
2c Indefinite from 

~ignat~eo 
Terminable at 
90 days' notice. 

1. Currency of 
· · a/c 
2. Holder of 

a/c 

1. Esc. 
2. Portugal 

1, u.s.$. 
2. Brazil. 

l SKr. 
2. Sweden. 

_1. Swipg limj_t 
2 • Periodical 

Settlement 
3. Means of 

Settlement 

1 • .Esc 4-.m. 

1. $1 million. 
2. $ on agreed 

currency. 

1. SKr 100 
million. 

- ll ~ 

Settlement after Termination 
1. -Time of Settlement 
2. Means of Settlement 

1. For 360 days after ex" 
piration; balance to be 
-offset by exports from 
creditor. 

2. After 360 days: 

1. 

2. 

1. 

S afo irnmedia tely; 
50Jb within 180 days in 
creditor's convertible 
or acceptable cuITency. 

Swing excess immediately; 
SQ'-& within 180..210 days; 
50% within 211-270 days. 
$ or agreed .currency. 

'r.o be agreed upon be1;iw~en 
central bank_s • 

2a Goods unless otherwise· 
agreed upon. 

Payment for ,Transit 
Trade of 

Interest 1. Third Countryts 
Products 

2e -Partner 1s Products 

3% i. Not to be paid 
through a/c~ 

2. To be paid in 
convertible or 
acceptable cur-

2.5% 
rency. 

other Provisions 
and Remarks 

By amendment in 1954: 
a. During the first year 
Br~:zil t·s exports first to 
be used. to settle swing 
excess by :W2 m., then fer 
current imports. 
b. After that year, Brazil1s 
debit balance to be set-
tled at agreed rate 
-(not less than 2.5% of ex'­
ports ~o Portugal). 

Information is insuf­
ficient. 



Partners •. 
1. Date of Signature 
2·.; · Validity. .Period 

.. Yugoslavia 1-. - June 11, 1954. 

ASIA 

Jtapan 

. 2.-. ,One . year from 
signature .• 
Automa_tic 'an­
nual _ extension. 

t. · S~pt. l~,~i952. 
2; ~e y~ar .. ,from 

July t,.·; +952. 
Aut.omat,ic. an­
nual e:£tension4 

LATIN AMERICA 

Argentina 1. June 25, 1954. 
2. J'an. 1, 1954-

Dec.31, 1956. 
Automatic an­
nu~l extension. 

l. Cur·rency of 
a/c 

2. Roider of- , 
a/c 

1. u.s. $ 
2. Brazil 

1. u.s. $ 
2. Japan 

1. u.s. $ 
2. Brazil 

1. Swing limit 
2. Periodical 

Settlement 
3. Means of 

Settlement 

1. $3.S million 

1. $10 million .. 

- 12 .... 

·· Settlement after Termination 
1. Time of Settlement 
2. Means of Settlement 

1. Swing excess immediately 
S O}b within 210 days;. 
50}b within 240 days. 

2. Convertible currency or 
agreed methods. 

.l. ·Outstanding balance to be 
2. $ or if agreed 

in gold or other 
. settled at 210 days after 
expiration. Thereafter 
settlements to be made 
every six months. 

currency. 

Balance exceed­
ing :tli35 m. at 
the end of each 
year to be 
settled in goods 
or agreed cur~ _ 
rency during the 
next year. 

2. $, or ·if agreed, gold or 
other ·currency. To be 

-. · settled in goods or ser.-. 
vices as much as ~possible. 

To be settled. in goods in 
two annual installments. 
Remaining balance to be 
settled in agreed cur­
rency or goods. 

Interest 

3% 

Payment for Transit 
Trade of 

l. Third Countryfs 
Products 

2. Partner's Products 

1. May not be paid 
through a/ c • 

2. To be paid in $ 
or agreed cur­
rency. 

2% on bal­
ance be~ 
tween $15-
30 million. 
2.5% on 
balance over 
~3 0 million. 

Other Provisions 
and Remarks 

Information is 
insufficient 

1. This agreement is to 
be terminated at the 
end of June 1956. 

1. Argentina has proposed 
termination of this 
agreement. 



le Date of Signature 1. Currency of 
Partners 

Bolivia 

Chile 

Uruguay 

2c Validity Period a/c 
2. Holder 

a/c 

1. Dec. 24, 1953. 1. u"s. $ 
2 .. Cne year from 2. Bolivia 

signatureo Brazil 
Automatic an-
nual extensiono 

1. Apro 19, 194lq 1. U.S. $ 
2o Valid indefinitely 2. Chile 

but terminable at 
3 monthst notice. 

1. Dec o 14, 1949. 
2. Two years from 

March 1952. 
Automatic ex­
t ension for 
every two years, 

1. Cr $ 
2. Brazil 

IR ON CURTAIN AREA 

Czechoolovalda lo May 17, 1950 
2. Two years 

from May 17, 
1950. 
Automatic an­
nual extensiono 

lc:,UeSo$ 
2. Brazil 

of 

& 

1. Swing Limit 
2 o Periodical 

Settlement 
3. Means of 

Settlement 

No swing 

1. $8 million 
2. u.s. $ 

Settlement 
every t wo 
years. 

1. $2c5 million 
2. Annual settle­

ment 
3a $ or gold 

- 13 -

Settlement after Termination 
1. Time of Settlement 
2. Means of Settlement 

Credit balance may be used 
for payments for goods 
list_ed in T/A .• 

Debtor can settle in 12 
installments in u.s.$ 

1. 50Jb within 90-120 days; 
50% within 121-150 days. 

2. $ or gold. Creditor can 
make any current payments. 

Payment for Transit 
Interest Trade of 

.l. Third Country1 s · 
Products 

2. Partnerts Products 

Payments for transit 
trade through Brazil 
is permitted through 
a/c. 

1. Cannot be made 
through a/ c. · 

2. To be used for 
domestic consumption 
or manufacturing 
only. 

.. 

other Provisions 
and Remarks 

Exchange rate for 
other transactions 
than direct ones 
is free· market 
rate. 

Swing was origie 
nally $3..2258 m., 

· increased to $8 m. 
in_i954. 

1. 

2. 

Guarantee 
against change of 
gold price is pro~ 
vided. 
Exchange rate between 
Cr$ and: !Ur $ is based 
on rates of $ in Rio 
de Janeiro & Montevidec. 



1 •. Date of' Signature •· 
Partners 2. Validity Period 

Hm-igary · 1 .• Apr~ 19, 1954·. 
. 2~ ... Orie _yec;r .. from 
· signat~te. 

Poland · 

) Automatic 
annua~ extension. 

i. ~pr~· ·1, .. 1954. 
2. One . year. from 

signature. 
Automatic an­
nual ·extension. 

1, Currency .of 
a/c 

2. Holder of 
a/c 

1~ u.s. $ 

1. u.s. $ 
2. Brazil 

1. Swing limit 
2. Periodical 

Settlement 
3. Means of 

Settlement 

1. $2 million 

1. $2 million 

Settlement after Termination 
1. Time of Settlement 
2. Means of Settlement 

1. 501 within 180-210 days; 
50% within 211-240 days. 

2. u.s. $ 

· 1. Swing excess to be 
settled immediately. 
Of remaining balance: 
50% within 181-210 
days; 50% within 
211 ... 240 days. 

2. U,oS. $, _;gold or agreed 
currency. 

Payment for Transit 
Interest Trade of 

3% 

l. Third Country1s 
Products 

2. Partner's Products 

No payments through 
a/c unless agreed. 

Rate to No payments through 
be agreed a/c unless agreed. 
between 
central 
banks. 

Other Provisions 
and Remarks 
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.. ~.: . . . . . . .. 
Partners 

1~ Date of Signature 
2. Validity Period 

Commodity Quotas 
and Licensing 

- 15 -· 
2. Trade Agreements 

. Transactions after 
Termination 

Other 
Provisions Remarks 

---- ---·--------------------------------------------~----
EUROPE 

Austria 

France 

Iceland 

1. Apr. 20,' _1951 •. 
2 • Cne year fr om 

signature. 
Automatic an­
nual extensiono 

1~ May 15, 1953. 
2. Cne year from 

July 1, 1953. 
Automatic an­
nual extension. 

lo Aug., 5, 1953 o 

Qu9tas to be renewed annually, 
b~t if not agreed, . old quotas 
apply quarterly• Licenses to 
be issued up to quotas, but 
may be issued beyon~ them. .. 

Quotas to be renewed .annually, 
but if not agreed, old ones 
remain ~ffec'tive_. Licenses 
to be is·sued up to quotas. 
Try to maintain equal exchange 
of goods & prcporti0nal dis~ 
tribution among tl~mmoditieso 

Licenses to be issued up to 
quotas. Try to maintain equal 
exchange· of g0ods j . and for 

-French exports, proportional 
distribution among 'Q·ommodities. 

211 One year from 
July 1, 1953. 
Exte:r:ided to 
Sept. 30, 1955, 
& perhaps fur­
ther to Mar. 31, 1956. 

lei M2,y 10,g 19560 Trade targets for 1956 ... 57 of t800 
2o Valid for 3 months thousand each way. 

after denunciation 

Outstanding licenses remain 
effective. 

Outstanding licenses remain 
effective. 

Cutstanding licenses remain 
effective. France should 
permit exports of industri­
al products already approved. 
Br. should permit cou.11ter 
exports. 

lo Goods imported within 
quotas should be for 
domestic use onlyo 

2. Shipment to be made 
preferentially by 
Brazilian ships. 

1~ Imported goods are 
for domestic use 
onlyo 

2o Certificate of 
origin may be re­
quired. 

Certificate of origin 
· · may he required. 

1. Certificate of origin 
may be required. 

2. Re-export subject to 
prior approval • . 

Latest commodity quotas 
available were signed on 
Ccto 20, 1952 (Br. ex­
ports $1.863 m. and im­
ports. $1.705 mo)• No 
information for current 
ones. 

Qi1,l)tas for 1953..,.54 were 
$23 m. each way. No 
information for current 
onesg 

Quotas for 1953-54 were 
$132 m. for Br. exports and 
$128.9 m·. ·for )3r. imports. 
They may apply currently. 



.,,, 

Partners 

Portugal 

Spain 

1. Date of Signature 
2 0 Validity of Period 

l. Nov. 9, 19490 . 
2. Nov. 9, 19h9 to 

Dec. 31, 195 o. 
Automatic an­
nucµ ext_e·t:1-siont 

MIDDLE NAST 

Israel 

ASIA 

Japan 

, 

1~ April 26, 1956. 
2. , Cne ye;;.r.frcm 

·.-:·. July _ 

1~ Sept. 12, 1952. 
2o me year from 

July 1, 1952. 
Automatic an­
nual emtension~ 

Commodity Quotas 
and Licensing 

Licenses to be issued up to 
quotas, but subject to avail­
ability of a/c .balanqe. 
Licenses may be issued be­
yond q~otas. -

Licenses t6· be· issued up to 
quotas·~ taking · balance of 
payments & equal distribu­
tion among commoditi~s into 
consideration~ . _·_Qu.otas are to 
be renewed annu:allyo Account 
balance considered in making 
new quotq.s •. 

1 
, · 

Commodity list~ · of e~rts 
of each c 01.mtry. 

- , 

Quotas to be fe~~~ed annually. 
Licenses to be issued up to 
quotas cc-nsidering equalization 
of trade & equal distribution 
among commodities. Licenses may 
be issued beyond quota3. 

Transactions after 
· Te_rmination 

CUtstanding licenses remain 
effective. 

Outstanding licenses remain 
effective. 

Outstanding contracts remain 
valido Japan should permit 
such exports. Br. should per­
mit counter exports • 

. other 
Pr0'(:9.sions 

1. Imported goods within 
quotas are for domestic 
use only. 

2. Shipment to be made by 
parties t ships in e·qua.l 
amount. 

l. Imported goods within 
quotas are for domestic 
use only unless othertt 
wise agreed. 

.2. Goods outside quotas 
may be settled through 
a/c if agreed upon. 

3. Shipment of quotas goods 
to be made by parties 1 

ships as a rule. 

Remarks 

Quotas for 1954 were 
Esc 238 m. for Br, 
exports & Esc 180 m. 
for Br• ' imports. 

Quotas for 1952~53 were 
$10 m. each way. 

1 • . · Goods imported within Payments subject to agreement 
quotas should be for between the Banco do Brasil 
domestic consumption or and the Bank of Israel. 
manufacturing only, -unless 
prior approval for re-
export. 

Imported ~goods are for 
domestic use onlyo 

lo Quotas for . 1952~53 were 
$35.6 m~ for Br. exports, 
$33.5 m. for Br. imports. 

2. This agreement is to be 
terminated at the end of 
June 1956. 



.. 1. Date of Signature 
Partners 2. Validity Periqd 

LATIN AMERICA 

Argentina 1. June 25, 1954. 
2. Jan. 19.5.5. 

Venezuela 1~ June 11, 1940. 
2. Extended until 

Ccto 2, 19.540 
No further in­
formation avail­
ableo 

IR CN CURTAIN AREA 

Czechoslovakia 1. May 17, 1950. 
2 o Two years from 

signature. 
Automatic an ..... 
nual extension. 

Commodity Quotas 
an9- Licensing 

1. Quotas with specified 
quantities for main 
commodities & valued at 
$135 m • . each way were 
established in the agree­
ment of June 19540 

2. Brazilian purchase of 1.2 
million tons of Argentine 
wheat annually during 19.55, 
1956, & 19.57 was agreed in 
Jan. 195.5., 

• · Brazil imports 40,000 barrels 
of petroleum daily. Brazil 
exports agricultural & pharma­
ceutical products. 

Quotas to be renewed annually, 
but if not agreed, old ones 
apply. Licenses to be issued 
up to quotas, but may be issued 
beyond them. 

17 -

Transactions after 
Termination 

other 
Provisions 

Shipment to be made 
preferentially by 
Br. shipS.,a 

~ 

Remarks 

1. Information is insuf.-. 
ficient. 

-

2. Argentina has proposed 
termination of this agreew 
ment. 

Information is 
insufficient. 

Quotas for 1950-51 were 
$14.35 m. for Br. exports 
& $15085 m. for Br. izn... 
ports. 



1.- Date· of Signature 
Partners 2. Validity Period 

Hungary le Apro 19, 1954.·· 
2. Cne year. 

. . 

Poland 1. Ckt. 23, 1954. 
2o One year·.· 

Commodity Quotas · 
and Licensing 

... 18 .... 

Transactions after 
Termination 

···other 
Provisions 

'lir.ansit trade is 
prohibited. 

Remarks 

1. Quotas for 1954-55 are 
$10 m. each way. 

2 • Information is insuf­
ficient • 

1. Quotas for 1954 .. 55 are 
said to be $14 m. (not 
certain whether this is 
for one way or two ways)• 

2. Information is in­
sufficient. 
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(Note by the Secretariat of the Committee) 

1, tn ~ubmitting the attached Report., the Working Party wi sh-
es to recall the mand a te which the Joint Gorn!:1.ittee received 
from the Council on 26th October 1954 and instructed the 
Working Party to carry out. The mand a te was to study, on 
the ~asis of memoran~a submitted by certain Delegations 
(TP(54.)15 .and 17), what types• of bilateral agreement might be 
considered inc·ompatible with the practice. of .convertibility. 

Following discussiona in December 1954 in the Mini­
sterial Group on Convertibility , the Council confirmed the 
original mandate 0f the Joint Committee and drew its attention 
to the discussions of the IUnisterial Group and the Council. 

2. In order to carry out the mandate received it appeared 
necessary a s a first step to examine the existing situation 
with regtrd to bila teral a greements and for this purpose to ask 
the Delegations of Member countries to subrr~it memoranda on 
the rules applied in their tra de and financlal relati'Jns 
with third countries. The attached Report deals only with 
this first question, 

78665 
Ta. 41867 - 27th March 



TP(56 ) 6 - 2 -

3. The Directive s f or the Wor k of t he Or ganisation adop ted 
by the Council on 29 t h February , 1S56 included, however, the 
foll owing para graph on r 2lations with third countries: 

11 10 . rrhe Or gani sation shoul d carry f orward the s tudy of 
the problem of r educing bi latera li sm and discriminati on 
in t r ade and pa ymen ts with third conntri e s, as a s t ep 
twoaJ~d s attaini ng a convertibl e system of multilateral 
trade and pa~yment s o I.n this connection, multi l ateral 
arra.ngeme_nts already concluded be tween group s of Member 
countries and non -Member countri e s should be r eported 
to the Or ganisa tion". 

The Exe cutive Committee was ins tructed to submit pr oposals 
for the i mp l.ementation of t he s e Directive s ; at its meet ing of 
16th March it began the examination of the· me thods t o be f ollowe d 
in this connection and the instructi ons t hat should co Gsequently 
be asstgned to the app~opriat e bodies of t he 0r Lanisation . 

4. In the s e circums tances , the Wor ki ng Party f e lt that it 
shou l d submit t he atta ched Repor t withou t delay , hop ing that it 
would pr ove usef u l f or the f urther wor k of t he Or gani sati on on 
r elati on s with thir d co1u1tries . I t suggests tha t the Repor t 
should be communicated for ini'ormaticm to -che bodies ins truc ted 
t o carry f_o r w&.r d this work . 

5. The Uorking Par ty fe1t 011 the other hand that . it would no t 
be opportune.., to Dro-ceqc1 1'ii th a se c cm J. sta3e of tbc vrnr 1lc onvis2.ge d 
to carry out the ... J oint Cor:,mittee ? s 01~J gin;__ 1 manda t e, ~n l ess new 
i nstruc tions werie received ~ Indeed , tlle q 1.est i on arises , whe t her 
t hat ma ndate should be main_t a ined nftel" the pr opos ~ls by t he 
Executive Commi ttee have been adopted by the Counc i l. 
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REPORT BY THE WORKING PARTY 

Introduction: Limitations and scope of the Report 

1. The Working Party set up on 2nd November, 1954, by the 
Joint Comm:i.ttee to prepare a Reporit on bllateral agreements 
resumed its work on a fresh basis ;n January, 1956, During 
the first half of 1955 , several Member countries responded to 
the Secretary-Genera1 1 s request; sent out on the Working Party's 
instructions, and submitted memoranda on their trade and 
financial relati.ons with non-Member countries. These memoranda 
explain, in particular, the principles applied by Member 
countries ~ .. ~1 such reJ 3.tfons and tb.e main features of the 
bilateral agreement s in f'01,.,ce. This Report was drawn up 
chiefly on the bas ·' s of the se memoranda o 

2. In conformity with the Working Party! s prc?ious conclusions, 
the geographical scope of the study was 0u:1fined t o relations 
wherein a bilat e1,.,al trade or payments agre i3me: ... , has been signed 
between an O.E.E.C. Member country and a non-Member cou!1try 
not_·. ·included in the E. P. U. area (i.e. not belonging to the 
monetary area of a Member country) with the exception of the 
Eastern European countries. The Working Party a.l so confirmed 
that there was no need , a priori, to make a distine·1: ton between 
members and non-members of G.A.T.T. The third co11ntries with 
which this study is concerned (here-after referred to for the 
sake of convenience as the "third countries"), . 
are thus the Latin J\merican counti1ies and some countries of 
Europe (Finland, Spain and Yugoslavia), the Middle East (Egypt, 
Israel), and the Far East (Japan). 

3. Memoranda have not been received from all Member countries, 
and those supplied (by Belgium, Germany, Italy, the Netherlands, 
Norway, Switzerland and the United Kingdom) are accompanied by 
analyses of a few agreements only, to illustrate the information 
given in the actual memoranda. The third countries mentioned 
are the Argentine, Brazil and Uruguay, Yugoslavia, Spain 
and Finland, ~tl and Japan. 

The Working Party realises that the written material 
supplied by the delegations covers only part of the field which 
it has been instructedi .to study.. It nevertheless thought that 
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. : · ·_t .his rriat :er1·a:l i·woultJ .-enable .lt to· -- nalyse .the problems relat•in-g -._-1 

to bilatera:i; agre.em:ents; · In ·the course of · i.ts discussions.; t_he 
Working Pa11 :t17 -ohta.irred . certain . a·ddi tional data-. frorp its m~mbe;rq; 
it ·:also---had , at ' it.s- d!.:is~p.osa-L ·the in: orma tton s.upplied· to . the 
Organisation following the International Monetary-_ Fund.ts . 
consultations with Member countrieso 

4~ The Workin~ Party agreed that in this Report it would try 
to define, in the l i ~~;ht of the information available, tne .. ·main 
features .of . the present situation with .regard ·to trade and 
financial relations between Member and third count11 ies, and to · 
that .end would end€avour to provide a nswers to·. the : :foll owi rig 
questio-ns: •. : . . . . . . . . 

I. 

II. 

IIL.· 

What is the rel2tive importa nc e of trade with the third 
countries concerned ? 

·-what are ·the main t.ypes of bilateral agreement 
governing relations w~th third countries? · 

What -. ~r~ -the .trends .- in the developments over .the last 
, -. few · years in · the field ·· of' bilateral agreemcrr~s? · vJha t 

are . the main Jmotives for concludin3 bilateral a~ree­
ments in present circumstances? 

. rrhe Ho11 king Par:t _:y -_ did .not ~-~ however, attempt to examine the 
actual e:ffec ts . on tr.adc of reducing bila teralism. 

I. RELATIVE IMPORTANCE OF TRADE WITH THIRD COUNTRIES 

5. An attempt-'. is made in some of the memoranda. supplied to the 
Working Party· to estimate the proportion of a Member country 1s 
trade that · i-s governed by bilateral agreements .•. -_ The Working 
Party thou~ht that it would be very difficult to~make a similar 
estimate with any accuracy for all · Member _countries ·combined. 
Not only statistics for trade with countries which are parties 
to bilateral agreements, but also information about trade 
conducted outside the agreements, would be required for this 
purpose. 

Furthermore, such an estimate would not make it possible to 
decide whether or not trade was affected by bilateral agreements, 
·as regards either. its total volume or its composition and pattern . 
6. The ·:working Party thought that in these circumstances a 
statistical study of overall trade relations with third countries 
would not· yield any valid indications for the present survey. 
It nevertheless thought that the statistical data on the volume 
of trade during the last few years between Member count11 ies and 
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the third count1-i'ies covere·ct ·, by this survey_ (and cm ·t~e ··12r,bp···orfion 
. of :such trade in the total ·_trade of eacl1 Member country),- .. ·' · :·· 
constituted a useful source bf information for the sbudy of ' · 
relations with those countries. These ·data are ·giveri · fri ··the ·· 
Annex to this Report. · ·· · , . 

. -·:. 

7. The information supplied to t he Working ·Pa r t y shows the 
varie ty of the main provisions _of the bilatera_l ac;r·eernents · 
analysed·. Upon examination, · however, it app~ared that. ·t he 
agreements could be broadly divided into groups , acco~ding tb 
whe t her they came nearer one or another of the fo~ l owing types : 

(a) 

( i) · 

(ii) 

trade provis i ons 

the ~gre_ement es t:Li1a tes the total voJ. F;11e of · tratl.e·· between 
the coun tries conGerned; it s pe0'ifies ·arrou.nts of 
imports or expor ts cf most commodi t ies in an ov~r a ll 
recipr·oca l tr ade programme. ( these amounts · m_ay be import 
o:~ exporit quotas ) and l ays down firm ·commi tmen ts fop 
t he j_mpoPt op export of cer ta_in c onuno¢!. i ties; 

t he agrieement does not l a y dovm ftrrn con1.mi tme n_ts for 
impor t or expor t ; undera a n overall progr amme,' the 
quota·s opened c onstitute merely an undertaking by 
the goverm,1en t concerned to author ise imports or 
exports up to the agreed amount; 

(iii). the agre emeq t takes a cc ount of the fact that . lib~ral- . 
isation mea~ures _a r c applied by the ·Member country . to~ 

(-iv) 

. t he .third cou.n t ry·; and consequent ly · ino1ude quotas ' ___ ; 
for imports: intcf the Men1ber courr~ry on ly i n the ·ca13e _ 
of · non-freed commodities of particular importance . 
to · the third co1.mtry t s . export t r ade. · The ~hird 

-count:py, . for<:fts _part,'· .. l:lndertakes to authori s e 
imports of· certain commodi ties of particular impor~c'"'.' . 
ance to the Member country's expor t t r ade ( this · · · 
undertaking may or may no t take the form of s pecific 
quotas); .. 

t he . bilatera i ag~eement does .~ot ptovi~e fbr ·. 
negotia t e d quotas f or any con1~odi t ies. It may include 
a list of commodi t _ies in which -trade i s con t emplated 
up to the limi t of the total fin ancia l possibilities; 
or it ma y even -.contain no t r acte · e1ause at all • . 
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the agreement -provides that all recei;ts from trans­
actions with the trading p~rtner should be us~d 
exclusively for settlement~ with that partner, 
through a biJ.s.teral cle.ai~ing a:Jcount the· ·balance of 
which cannot no:_1m,. lly be used in a monetary area 
other than that of - the trading partnerj a reci­
procal credit line of a limited amount- enables the· 
account to be kept in balance, any amount in excess 
of the credit line havinJ to be settled in .a . 
currency acceptable to th~ creditor ( g~nerally 
fully - con_verti ble currency, golq 0:(1 do2.}ars); 

the agreement contains provisions simn 'cj .r to the 
above, but these ·ao·: •not cover all curre~t payments: 
certain disbursemenis (e~~ ~ transfers · 6f capttal 

.earnings, tourism, trans~~, insurance) are cir. can 
be made outside the bilateral accounts;· · 

( iii) _the bilateral accoun·t is kept in the· cur:ren c;y of 
the Member country, and the agreement provides 

.: that all or part or · the balance in that c~rrency 
held by the third cciuntry may be sold as ainst . . 
other currencies ( usua1·1y currencies · of Member 

·,, countries participating. in the multilateral arbi-
tra2;e system) e °Cpnv•e·rseiy~ · the third· country · 
.must always keep · the accoµnt in funds in the .cur­
rency concerned; if its - ieceipts in that currency 
are insufficient, it may buy it with the "other 
cur1~encies 11 mentioned above; 

the . agreement lays down that all settlements are .. 
made in the Member count-ry 1 s currency, which that" 
cou 1try has rendered free~y transferable between 
all Member countries and the third countries as 
defined in this report. Any amount in that 
currency held in the third country may therefore 
be used, as far as the regulations of the Ten:iper · 
country are concorne, outsiJc the latteris mone­
tary areaj 
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(v) the agreement provides that certain transactions 
between the two tradin g partners maJr be settled i.n 
th~ cur-renc.y .. of the third cour.try, the value of 
which in . the currency of L1e Member cou.ntry · 
-fluctuates on the latterls marke t in accordance 
with s.uppJ_y an d demand·j . 

(vi) the b:i. l at e r)aJ r.tgr c emcnt pro-=itdes for the operation 
of a rr.ul til 2. teral sys tern where by several f/l·:::: :nber 
countries a ccept on equal t erms, in their relations 
with the tM.r cl ccun ti>y, their own currency or the 
currencies of t lJe o-she1") Member c0untr1 :2s p2:-iti­
cipatin(; 1n the o.:)ran _-; ement, the r:;e c·t.'.::r•enc t es being 
thus f1--aeely tra~s ~·erable a1nong t >~:-~rnse ~- -._.· es fo r the 

,· benefit of the U d J?d .country» '~~~Lis t:·:rste;r:1 ensures 
tllat v.~ria.tions ir) the ·value of t ·'.·10se cur:'l enciea on 
the ma.d·cet of the third country are kept in line , 
and thereby cnsut1eo 11011-discrimlnn tion bctv-Jeen 
those currencies on the part of the -·third country. 

8. · An attempt is made in Tables A and Bin the A~~ex to 
classify, in a~cordance with the types described i n the previous 
parag~aph, the agreements on which sufficient information was 
available to the Working Party. 

--:Tn~,se.. tables may appear at once too complicated and too 
rigid . Too complicated, because they· make a distinction 
between ~greements which have substantially the same effec t 
on trade, but whose clauses are presented in a different way ; 
and, from the financial point of view, because they draw a 
distinction between agreements which provide for a comparable 
degree of transferability by different technical me thods. 
Too rigid, inevitably, because the classification cannot take 
into account all the clauses included in certa:Ln complex agreements 
(e. g .- Uni tea· Kingdom-lTapan )'. · 

Furthermore, the classification shows neither the motives 
that led the countries concerned to conclude a specific arrange­
ment, nor the developments which may .. .. have taken place in a given 
bilateral relationship. 

9. For all these reasons, the Working Party thought it better 
not to try to draw conclusions from the tables until the questions 
dealt with in the followi ng section had been considered . 
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III . PURPOSE OH MOTIVES OF BT:,_Lft.TEHAL AGREEMENTS. 

DEVELOPMENTS IN BILATEHALISM 

10 . Most bilateral a ~reements are aimed, explicitly or o:ther ­
wise, at facilitatin g or dev~lopin ~. trade between the countries 
concernedo The question is, in what circ~mstances is it con~ 
sidered necessary to resort to a bilateral a~reement to achieve 
this general objective? 

Recourse to bilateral a r;reements between 'Member c·ountri_es .· 

11.· A stud,y of the rels.ti.ons b~
0

tvree11 Mei~ber countries .. . 
i.mmediately after the second world war provides a •first partial 
·~nswer to this questiona The Bifth Pnnual Report of the E . P.U . 
Mar1aGing Board described the resort to bilateral agreements 
between Member countr:i.es as ta temporary expedient I which 
.enabled them to re-establish and ensure between themselves 
ce~tc1i'r1 ·: imports -ahd exports that w~re e·ssential : in the economic 
circumstances of the immediate post-war period . 1I1hese cir_cum­
stances were briefly as follows: insufficie1t acceptable means 
of payment ( l old, convertible currency,~ capacity to export g6ods 
required by the trading partner); disparity between their 
economic situations, different value attached to the various 
currencies and non-transferability of these currencies as 
between themselves; shortas e of certain goods in :urgent demand 
( capital goods and p1..,ime necessities)'; surplus of "less 
essential " 6oods . In these ci1.;cumstances~ bilateral agreements 
proved to be the only means o reco1 cilinJ the diverse aims of 
the tradiw_:; partners conce:i;;ned ~ Those · aims could, in g$neral , 
be reduced to one or other of the followiu g : · 

- to obtain -" essential" goods from the tradin0 partner; 

- · to sell to · the. tr~d:i.nc; ~nrtncr- ;!e:"porta1Jle .3ut7pl\1S~$ 
11

, 

or goods for which it was desi~able to maintain a 
traditidnal forei gn market; 

- to balance payments with the trading partner in such 
a way as to avoid as far as possible in the bilateral 
relations in question any drawin3s on ~old and dollar 
reserves or the accumulation of non-transferable 
clo.ims.., 
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12. It is clear that there was a combination of these 
motives when a bilateral 0,greE?ment was negotiated to obtain 
a compromise between conflicting demands, account taken of 
the respective economic situations of _the two partners a In 
relations between Member countries, tl1e economic recovery, 
-the rise in production and the standard of living, the progress 
.of trade 11b_eralise.tion u11der the aegis of the O~Ee;E,Co and 
the tr~nsfer1abi1i ty of currencies of the. E., P O U" Member countries, 

_have gr~dually reduced the fiel.d of application of bilateral 
a~reemen ts 0 On puymen L~,- thete-rema in only agreements of a 
t echnical char ac teP; on trade, 1 ila ·~~era.l a:3reeme1Tcs-· nov-r cover 
only a ~1m;ted sec tor of reciprocal t r ade . 

Development of tl~~situation wi tl.!__!:_~-~ard to third countries 

13. Developments ln bilateral agreements with 
third countries as defined in tl1is Report , have .been less rapid 
and less radical. Several factors have nevertheless helped to 
modify the relative positions of Merriber and third countries and 
their mutual system of trade and payments o 

First, the measures taken by the Member countries Hith 
regard to theii European p~rtri~rs have led to a relaxation of 
their system of control. As Member countries .freed their 
imports from each other, a strj_ct control over imports of the 
same commodities from third countries became, in many instan.ces, 
progressiv~ly less necessary and even superfluous~ . · 

Measures taJcen to do away with i nternal controls · 
(rat i oning, etc.) and state trading also helped to reduce 
Governments t power1 s to control demand for, imported goods . 

14. Secondly, there is a deli berate policy on the part of 
several Member countries to make the system applied to other 
Member countries and ·chird countr_ies ( 2.s defined in this study) 
as uniform as possible • . In such cases, liberalJsation measures 
are applied without distinction between Member countries and 
the largest possible number of non-Member countries. In the 
same way, in the matter of paywents , the area over whi90 the 
currencie s of such Member countries may be freely transferred, as 
f a r as the Authorities i n t hose c ountries are conce.:cned> stretches 
beyond the E.P.U. area and cover □ a nunilier of third c0untries 
to which the benefit of tran~ferability is extended. _ 

., · .. : 

15, The improvement in the general economic situation in 
Member countries has in many cases enab1ed them to drop the 
distinction hitherto made between "essential " and "less essential" 
i mports . 

.. 
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At 4he ··same time the impi-1ovement in the general 
balance of payments of several r--~crnbcr countries, the 
strengthening of their rese1,;ves and the wider transferability ·. 
of' their cttrrenc3. es , has allov1ed thern more . readily than in 
the past to cont emplate having deficits in certain of their 
bilateral relations .With third countries~ 

.16. The fact ors ennmerated ab o,fe have helped to ·develop · ·· 
greater freedom ir1 trade and pa;.7 uents between, certain Member 
and th:i.rd countries and to brea~: duwn their strictly . bilateral 
framework. It is ciear, hovrnver, that these .. factors have 
not affected unifor L1ly all neubeii com1tries or - all third 
countries, so that al thongh the:-ce ·· is a tendency · towards .· 
greater freedom and more extended rnul tilateral:Lsm this 
cannot be regarded as a general and uniform development in 
the relations betvieen Member and tllird conritries . 

A closer' examination should therefore be made of the 
reasons in present cir cumstances for maintaining or concluding 
bilateral aE;re·ements with certain third · countr ies and the , < 
purposes of ·su6h agreements. · ·· 

Motives for bilate1,,,al agreements vri th third countries 

17. Btlateral a611 eernents meet the ·sor.1ewhat c omplex requi.:;. 
rements of one oi- other of the _ partners . rrhe following 
paragraphs _ nevertheless re.present an attempt to dist"inguish · 
an_d define the chief o·f these· r :equire1:nerrts . The · t'lorki'rig 
Par_ty "thought it better to analyse the requirements from . 
the · s"tandpoint :of the 1leii1ber country-; although :L'n many · 
cases . the· Member c_ountry 1 s reqnirew·ents 'me:r1 ely c·orrespond 
to reciprocal rt~qnirem·ents on tlle · par_t of the third country-. 

( a) Concern · of Member ccnmtries to ensure a market ............... -............_ ~- .. ~-·'"-~--~.i,. ...._ ____ ;-. ...---~----.,---
in the third connt1·v fo~.e c e:c taJn commodities . . ---..-.-\1,,1--~-.. .., ______________ _ 

18. All the memoranda received from the Delegations mention 
explicitly concern to ensure a marlcet in the t hird country 
for certain tradit ional expo1"lts as one of the reasons which 
make a bilateral trade agreement necessary in certaln relations. 



TP (56 )6 - 12 -

I n what circumstances is i t ne c essary t o make use of 
a bilateral agrecme0t to satj.sfy a Member country ' s concern 
in this respect? G~nerally when :ne third country's foreign 
trade is still under s~rict control and if the import regu- - • 
lations applied L~.: that . country entail a rislc ·_ of · discrimination. 

19. There may be discrj_min&.tj_o:i:1 as between cori1modities , t he 
t hird country wishinc; ~o 1-iedu1~e j_rnports of;- certain cor11rnodi ties 
t hat it cons2-ders to be 1' less essential 11

• If the third count:r1y 
consj_der.s eert:-dn impo:cits to be less essential in view of its 
general econorni c si tuationJ) the I\'iemi)eP countries for which 
t hese co~modi ties :r~piriesent a large p!1opcJrtion of their 
potential ex.ports will be led to nee:ot1a-4:;e a le..rge percentage 
of the_j_r r1 eci)1-iocal tJ:ade with the tbj_rd country concerned; 
whereas a Mem"!:Jer country to whom these oornmod.ities represent 
only a relativeiy small fraction of potential exports 
will on this count be led to _nccotiate only a relatively small 
fraction of its recipro~al tra,dc wi t,h the third country 
concerned. 

20. 'Ihe need to provide against cliscr<i.mi:J2. tion may also be 
the result of dj_stir:ction,:s made oy the third co1;.ntry between 
the f ... f:§12.§_ct:tve "'cu:r:i_:_2116.~s: SVJi tz -:;rland had to resort to . · 
bila~~er:aL agr~ernents7wi-c!1 both I:Ie.nbe1') and third countries) 
to prevent ::eeceipts in h8r .' curJ:1ency, which was convertible , 
being t90 widely used fof ~ettlements with other countries , 
to th~ ·detri~ent .~f S~iss exports~ To avoid such dis crimi - . 
nation for , currency r e E sons, Switzerland has in pra8tice rendered 
her currency inconvertible in certain trade relations ". · . .. · 
The same -kind of · problem arises in certain other trade relation:;: 
the 1}ni ted Kingdom mernorai1dum ind1cates that in certatn cases · .. 
there is an understanding that the other c ountry will license 
"less essentiaJ. 11 r.:oods f11 om the UnJted Xinsdom:t This- arrangement 
is designed essentially to ens11re that the pattern of United 
Kingdom expor'cs envisa~ed in the t1'acle agreement is not unduly 
disturbed by discrimination agaj_nst stcrlinc; e;oods in order to 
economise in sterling because that cur'rency ca11 be t ransferred 
freely to third countries~ 

(b ) Nee~l .. _t~£1..§}1,r~ sv2plles __ of ~ .. ertaj_n raw materi als 

21 . In certain trade relations, the bilateral agreement 
provides the Member country with the assurance that no 
obstacle will b~ placed by the Government of the third country 
in the way of _eX)orts (in some cas e s up to the limit of a 
negotiated quota) of certain raw mate:cials of whi ch it is . 
the normal suppl ier. This assurance is required only in the 
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case of scarce raw materials, when the export quota system 
applied by the third country eridangers the supplies of the 
Member countryo To judge from the memoranda received from 
delegations, this motive is no longer of great importance 
for 1ernber countri es o . It is j hm~eve::. , rr.:.cn t 1.on". c5. c:~ 9 o~ "' e n o:r: the 
aims of tb.e as:r.eeme:1_J,..s con0 7: ... ld8<:1 with" S[.>e,in l Yl oe,r~"ta:l.11 J•1°mber 
countrieso 

. . 

22~~ The memoranda received f~om the Member countries did 
not mention this as b~ing one of . the reasons for maintaining 
bil-e,teral agreements; the Worlcing Pa:r·ty nevertheless thought 
that any objeotive study of relations with t hird countries 
should reeognise that Member countries w-2·'!:e in some cases led _ · 
to · restrict imports offered by certain th;i;rd countri·es at 
abnorme,lly low prices in o~der to p~otect thetr o-w:n _. 
production from dangerous competition~ If the 6ommoditi~s-u·.• 
_9X'.e normally imported by the Member country fr_9m . o~her ._ trade 
paY1tners under global quot2-s m_,., in th.e freed sector .~ the 
s pecial regulations applied to irnpo~t~ from the third. 
c.0Jxncr1y give rise to' bilateral discussions and may · be: the 
subject. of a bilater:al agreement., 

23~ Various ·reasons may be re3pcnsible for the si tue.tion 
outlir.i.ed in the above pa:.,,a.griaph~. In some cases the n ab.norrn3,lly 
low 11 prices quoted by the tb.ird ccuntry may- b·e e.xplair..ed 
by the very adv2.ntageous conditions of pL·odu.c-l:;i~n enjoy·ed by : 
J.., ....... 4-- ~o,,n-'-1.,y (·abuY\,4- ."',.. ::i of" ~ ,.. ,~cJ' ·r 7 ow ,,r •..3, · • , . ' I"' c--- 1--. - ,- ., \.1l-Cv v \..:, '-A.- :_,. ,1....,L,;~c-Al'.J. •j"..., .:.. 1 .. -::.~ t.._, ~L .. : ·- ~v r~tS 1 ... · ~ ,_, <., l '> i ~ .'.J. JL, _ _ t-_... .... 

cases , the pric6s are th3 r·asult of a:ctific}~_a:L 1neasu:;:-ie$ tf:.:lrnn_ 
by the government of the third country~ In the latter ·~ase , ; 
the restrictions imposed by the r ember count:t'Y are a defence 
against the effects of those a1:tificial me:::i.sv.:ces ·; · the 
bil&tera1 negot_iations may thv.s lear1 not only to the ·f:txing of 

.:· import quotas;, but to the normalisation· of :trade and financial 
<.: . : __ :·relations with the th,ird eou·ntry~ 

( d) £2!?..£?.ITL!..9,. avoi1_..~0_~L,tr ari~[.€.:~~:lD.-~~~l G:.i~ 
240 In many· trade relations the trrecfpriocal" · CI'edi t . l .in~s 
provided for in the bilateral agreemer..ts concl ud.ed some years 
ago and sinoe prolonged have been c0ntinuously used by the 
third country, so that this temporary financial faeility has 
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in fact been converted into a medium or long-term credi_t _~ 
The creditor Member countries usually try to secure the · 
settl~t of such c l~dmso 

, . . 

More genera.lly sp8aking, Member countries try ·:to obtain 
from third countrie3 that apply severe exchange control ' 
regulations for transfers abroad, certain relaxations 
or assurances especially as regards the transfer of capi ta1· 
ea~nings and the repayment of outstanding debts~ 

As .long as no . steps have been taken towards the solution 
of these problems..., they hinder the establishment- o·f more 
liberal trade and finan8ial relations and may mean that_ the 
relations can only be continued under a bilateral ·agreement~ ., 

250 The same considerations letd Member countries to take 
steps t0 avoid s.nv fu.::·ther a~cumulation of non-•transferabJ.e · 
g~l_a~~~s.. on·--third COllntr:Ces·~~and-for maily MernSe\·1 co'untries;-fhis· 
is a leading motive for maintaining bilateral agreement~ with · 
certain third countries~ · · · 

The methods employed to this end in bilateral agreements 
vary with the circumstances6 In some cases there is a 
progressive reduction of credit facilities, and att$rhpts· _ 
continue to be made to balance transactions by trad~ controls. 
In other cases, where trade is· less· strictly controlled, · 
financial equilibri urn is the r ,esponsibility . of the tb.il1 d 
c9untry 1 whioh has · to keep its eccourit in funds with the 
Member ·, count1,.,y 1 s currency; so that it alw&~YS snows a cr2di t 
balan~~. · · 

( · (e) Balance of payments reasons · 

26. -···,· ,·.:s ·e·vera l Member coun t r i es. maintaJn ·_ cpiot_2l. s on -cerlain­
commodities · for ba larfce · of .payme t)tS. reasC?,rrn_. -:- .. _If a 11 o:r_ s o~~ 
o't these .commodi ties ·are · of interest f-c)):" __ ·the --_eXl'.)0!"'._t: _t rade,_·_·01 - . 
a· :third country, t he -latter may · b~: . .fe_cl . to n_e g;o tia t.e· · a _bilc:,t~_ral 
ao-reement with the Memberi c ounti·y e-o;:·:.i~.e:·:-~ad so ·-as ··to obt9-·ln either 
a

0

bilateral quo ta or a share of the Me1~~~_c oun t ry's global 
import auo t a . In such c i rcums tances th~refore (which are the 
reverse~of t hose envisaged ip paragrap~ ~3 ), _a bilateral agree­
ment may to· some ex ·Lent be considered -m; .. ir.d.i~-:~c~ l:y t~e result 
of _the Member._ coun try is bal:ance ot payr11.ent~ dif.ficu_l ties. 

• 
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27 . In the cir cumstances envisaged in paragraphs 19 and 21 
(where the Member country is an.."'\ious to increase certain 
exports to .9 or reduce certain imports from~ the third ,country) · 
trade reasons may very well be :rteinforced from the po.int o:2 · 
view of the Member country by a. desire to a.void a balance 
of payments deficit in the bilat,eral relations · concerned$ 

The Working Party does no;t think that the desire to 
obtain a bilateral payments equilibrium with .each trading 
pA.rtner is still the major conue:rn for. l'-.emb er. countries in 
ge{le.ral that it was a few yeai'"'s :3.go. The system cf bilateral 
clearing has , in fact.., been dropped in many cases in favour · : 
of arrangements (described in paragraph 7(b}( iii ), (iv) :and • (vi .) ) 
wher~by a cert.ain degree of .. "mul tilp,teralismn i-s c_onferred · . 
on payments between Member and third countrieso · · · ... 

. . 
Some Member countries may, _however, fear that by asso- · 

ciating themselves with this development_, they :will prejudice 
not only their commercial inJce·ciests but aJ.so their balnnce 
of paymentso Such · a fear is felt most keenly .by Member ... -

countries that are in curr:ent..> cief-ic-it ·· wJth .the · E..1PoU-, '11h2 ; 
deficit might, inq~ed, gro-w i.f: ·the_ :·th~·rd .. 'country took advo.nt.ag·e of .: 
new multilateral tr~n~fer . faci1it i~s ~nd used its receipts iµ i . 

.f ,. . •• . 
the Member country · ·s cprrency. -for payments tp other Member 
countries.. This is a ~ r .eal risk if the goods. exported by the 
Member country to the ·thi r .d .co.untry· under · the existing btla~er?,l.. 
agreement include a · 1ar·ge: .propor.tiori' .of · commodities which are 
regarded as n less · ess:ent.ial}\ by.· -the- third · country, and _ in 
respect of which there are only limited outlets in other 
Member countries~ 

.·., 

28 . The _Working Party also noted· tliat·. the e.1'.lxiety' to ayoid ) ... , 

any too serious payments di~equilibrium in. b.:_lateraJ. trade 
would not necessarily disappear once the settleme~ts in 
question were made in e. transferable currenr;y o, 1111'.:.us in .· the 
United Kingdom is relat'ions with Japa.11 provision wa.s -mao.e in an 
exchange of letters that both parties !ould take app:copri~t.e 
steps to co:rrect any chronic paymRnts ·disequilibrium :t -h'at · · 
might arise . The step$ should ·.c011sist in reducing the present' 
trade restrictions· so as to rsstore equi librium at the highest 1 ,. 

possible level of trade . · 



TP(56)6 - 16 -

CONCLUDING REMARKS 

29 0 In the Worktng Pa.rty' s opinio.n , the above attemp t to a.nal.yse 
the main aspects of the pr e sent situation with regard · to trade 
and fino..ncial ·re lat.ions b e twe en· Member and third countri e s allows 
some general obs ervatio~s t o be made. 

30. In the first plac e , the Working Party not e s that the efforts­
made wi thi11 the O rE oE ,, C, t o achieve r eciprocal trade liberal1s·atio.n 
and currency · transf erability, combined with the improve·ment in the_ 
general ecc:r.omic situ2. t io.n of Member c·ount~i e s, ha.ve had -~1.otab_le 
repercussim)s or~ the 18. tte r 1 s rela ti c-ns w1 -::!1 thi1"'d countri $·s. From 
the trade point cf view, t h e liberalisation measures taken yis-~-vis 
European cou~i1tri e .s ha:ve in many cases bee·o extended ( simul ta~eously 
or subseque.r:/cly) _. _ to thi:::1d countries~ From the financial point of 
view, the p os sib i1 i ty of b ~c1nsf erring one Member c oux-1try 1 s currency 
into o the~ European currencies has in m2ny · cases been granted, 
through various t e chnical devic e s, to all or some third countries. 

3L In the s e coi1d place , al thou gh a study of the development of _. :_ 
bilateral a gr eements shows a t ren d t owards greater fre e dom an~ 
wider multilate r slism in tr~de aLJd pa yments rel&tions with third 
countri e s, the Working Party n o t e s that thi s do e s not indicate· a 
general, uni f orm d eve l opment in present circumsta~ce s, as . each 
bilateral a g:"'eeme.~t r eflects the mot i ves .pec ulia i1 t o 
the Member country and the third country conc erned, acc6unt - taken 
of their r espective pol ici e s and e c on omic situatio.nsQ 

32. The Menilier countries themse lves seem to ado; t diffe~ent 
attitudes with regard to the ir relations _.wi~h t tJ.r d countries. Some 
follow a del~berate po l i c y of achieving the gr eat-est p ossible 
uniformity in the trade and financial s':)rstem -app lied by them i.n · 
respect of Member a.nd third countries ; other do not Pegar·d this 
objective as of essent:t a.l i mporta.:!Ce., t.Tl:.st as _the tr attitudes _. 
may differ, . so Member eou.ntries t eco.nomlc st tuati qt1s a.nd possibili­
ties a.~~ not all identical: c ertain 0r ._the _p qints au~lysed in · 
paragraphs 17 to 28 may there fore hav2. ·mor~e imp.orta\1ce :Cora : s ome . 
Member cou:0tr·ies than fur others i.n the-ir r e la ti_or!s wt t.h the _ same 
third · com1 try . . _ .. 

33. The situations of the third countries referred to in this study 
are still more varied. Some can apply to their> foreign tra.de and 
payments a system similar to that followed by Member countries. 
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Others have to take into accou.nt·- tne "i5r ·essures exerted o.n their 
ec onomy, __ $.~risi.-~~0?.J'Y·~:.Y.er..~-~;~.JFiet .. co.ntr_o1· ;over ~th~ir .-' tr·acte. and ~ .miy\ 
me.nts , or practise methods incompatible"·"viTtri""'fhe .-L"s'atrs·r.a)jt6ry" ........ 
operation of the mul tilater!a]j '·•system-;· ... ; Thi$ ·:-di \r.ersi ty largely 
ezplai.ns the differe.~1ces he't~i'e'en'· t'he""bfl'a t·erar . ·o.greeme:1ts co.n8luded 
by the same Member country with various third countries a..nd the 
different stages reached i::1 those relatio·ns .. by ·the :'pr·ogr·esf3 tqwards 
greate r freedom and wider mul ti-J:a teralisin ·· rn tr·aae-·ahc1 . iJaYments . 

•.i : • \ ,a ' -~ • \ ·:.=.~ . ' . 

34, Th~~orking Party note; with int~;~~t; . h9,ey~r~ ,that. some gro­
gres s towards greater fr eedom and wider mul ti~a -cera_Lism in tratle and 
payments ha .. ·s - been- achieved ·.-on Member countries ' i11itiati ve _,. In -
s ome ca:ses· ·progre-s-s ·· r~s,u-1 te.d frm~ .imilQ;tera:4 dect-s~opq- by one Member 
country concerning ei ther· t he exte.ns.ion ·-of liberalisation to certain 
third countries or the us e whi ch may be made of amounts held in 
its curreney in a .-third country • . I.n '. ' othe!r caS"es , this progress --_.) · 
was achi eved, as a resul t of consultations between several r.fofriber ·~­
c oun t -.r :Les , through parallel ari11 2ne;emen ts being made by them with 
a· th :ir d country.,:- ·i'li t h a ·vfet'l -to -org·a rH -sing c ornmon excha 1g $ ,pro ~~ 
visions for the currencies of the· ne r:1be :c · countries talring part in 
the arrangeme~ts. 

. :·,;. 

. ·.. ~. •. 
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ANNEXES 

TO THE REPORT BY THE WORKING PARTY OF THE JOINT COMMITTEE 

ON BILATERAL AGREEMENTS 

I • . STATISTICAL ANNEXES · 

Table .l. ,Aggregate imports from the 8 third countries as a 
percenta,.ge of total imports of each Member country 
( 1950-51-52-53-54) • . .. 

Table 2 • . Aggregate exports to the 8 third countries as a -· 
percentage of total exports · 'ofl each Member country-
( 1950-51-52-53-54) •.. 

Table 3 • .. Each Member country's imports from and exports to 
the Argentine (1950-54). 

4 .. . 

5. 

6. 

7. 

8. 

Each Member country 1 s imports from and exports to ,. 
Brazil (1950-54). ½ 

Each Member country's imports from and exports to 
Uruguay (1950-54), . 

Each Member country's imports from and exports to 
Spain (1950-54). 

Each Member country's imports from and exports to 
Finland (1950-54). 

Each Member country's imports from and exports to 
Yugoslavia (1950-54) • . 

9 • . Each Member countryts imports from and exports to 
Egypt ( 1950-54), 

10. Each Member country's · imports from and exports to 
J·apan ( 1950-54) •. 

II. CutiSSIFICATION OF A NUMBER OF filLPJ~RAL AGREEMENTS 
according to the types described in paragraph 7 of 
the Report. 

Table A 

Table B 

Individual Member countries' agreements with various 
third countries. 

Individual third countries• · agreements with various 
Member countries. 
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TA!3LE ~ 

I MPORTS FROl.t.~!i] .. R.D COUN~;RIES ( l) AS L£JJ;_!1Cf~:r~.OF .]-1_9~ -. - · .------
JMPORTS · OF yACji._ MEMtiER COUNTF¥. 

· Source : O~EoE~Ce Statistical Bulle tin in % 
------------------·-·-------------·--

1951 I · 1952 I IV.lEMB _.R C-QUNTRY 1950 1953 1954 
1------------...----__..i ~ t--_--~-~--

GERMANY 7 0 0 I. l~ .. s).~ I. 10,.5 ; 10,.il 12.0 

AUS11'RIA 6 1) 8 5 o 6 Bo 4 

DENMP.RK 

FRANCE 

GREECE 
2:RELA~D 

. ICELAND 
ITALY 

NORWAY 

NETHERLANDS 

SWEDE~ 

SWITZERLAND 
FOR.TU.JAL 

TURKEY 

6c6 4~5 5o5 
8~8 6~8 I 802 

8c5 7~9 
~ 

. l 8 "o 

4~1 
7,6 

12(;0 

6~2 . 

6~6 
9. 7. 
80)+ 
5 ,-_4 

·303 

I 

j 
I 

I 

~ L1. : 
/;) I 

3c- 6 
10v6 

10"9 
6-;3 
6 7. ,:;_,,1 

8.;2 

7~3 
7 '-:z 
I.;_,,) 

3~9 
: 

L~ o 4 
3.,0 
806 
7o3 
6~ 0 
4~8 
9~4 
6;)4 

UNITED KINGD0~1 10., 6 10('1 
! 
L------~ •u~-- ---. .. 

6 n6 6 ,,5 
5,,8 5o5 
6c.8. Sol 

7,.6 7.6 
Boo 5~4 
4o4 • 5~1 

900 1 14.,4 
8~ 1 7r4 
5,,2 5c- l 

5~6 6 .-1 

8~5 .: () 

ry 1 6c7 I -,; .:. 

. 3.)3 2"6 
8~9 16 , 1 

·. 8~4 8.1 

Arg 'entin'e - Braazi.l ._ U:rug:0,2.y - Spaii.1 - 'Finland - Yugosl2via -
Egypt - .Jap~n. 
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' 

TABLE 2 ---
EXPO:R.T§'.LQ_J;R~ THI(1D COl}NTRIF.S ( l) AS A ~RCENTAC-E 

.. 

OF TOTAL EXP02TS O.F F~-.:J!.J'LEl'ie.ER_CQ[tt~TY 

Source: OcE~EoC, Statistical Bulletin 

- --
J\'T~MBER COU}JTRY 1950 1951 1952 1953 

... - ....... 
~ 

GERMANY 8e8 lL,4 13,,, ~o 12.') 5 
AUSTRIA llc3 9v6 llo2 8~8 
BQLl)EC' Ue 7~9 8()0 ,. 6t4 4~o 
DENMARK 6(1 6 806 T~9 5~6 
FRA!'-JCE 9.\}0 9~2 Sol 81;5 
GR:SECE 9.i6 9,~ 5 7o3 llc.O 
IP.ELAND 4c2 lo2 LO 0.5 
ICELAND 9~8 lJ. \;6 .· 9c8 lL-4 
ITALY 13115 lL.8 1608 10"8 
NORT./JA.Y 10.,Q 9~ 5 10o2 7c5 
BETHERLJ\.HDS 6v3 703 · 6c7 5c8 
svmDEN llQ ~- 12~7 10 .i, l C) ,- I ✓ C ::> 

SWI1I1ZERLAND 9~6 10 :; [~ 9_, 5 8~ 4 
I 

POErilTGAL · 6.,0 7 r) 
t Zi '-

./.. t- 6 1!.,, 4 
Tl1RY.:EY '. 5e3 5-;,4 7 l1 ~ ... r 14,,3 
UNITED KINGDOM 8~1 7l1 7 7 "3 5ol 

i--- -" ,.._,, . -..----- __,___ .. ___ . --~---j 

1954 

9»7 
8 .• 9 
4,,7 
6.,5 
7,.,9 

1L2 
Oc9 

9~3 
lLO 
8,7 

5-7 

( 1) A.~:ger..tir:e - Br&.z il - Urug1..,~::y -- Spaii.1 - F·2..~1.a:r.ld - Yugo slavia -
Eg:7pt - Japa~o 



GERr1ANY 
AUSTRIA 

:B . L.,E . U. 
DENMA..-qK 

. FRA11CE 
i GREEG_E . 
' IRELAND 
II CELA D 
1 I T.ALY 
NORWAY 
11 ETHERLANDS 

l SWEDEN· 
J StJITZERLAND 

PORTUGAL 
TURKEY 
UNI TED KI NGDOM 

Tot a l Member 
countri es 

TABLE 3 

ARGENTINE 

MEMBER COUNTRI ES r I MPORTS FROI'JI A1JD EXPORTS TO THE ARGENTINE 

-$ million 

I MPORTS 
---~---,-------,---- ---------- -------------~-_; 

1950 r .,1951 1952 1953 1954 I 19so i 1951 

65 .4 
5 . ~ 

29 . 2 
6 .6 

es .s 
1.3 
3 . 2 

77 .2 
G.9 
45 . 0 · 
29 . 2 
23 .8 
5 .7 

267 .6 · 

-·----------------+-- --~ -

99 o9 
9 i::; 

• _,I 

27 .o_ 
8 .1 

95 .6 .: 
: o .4 

__ : · 2 . 3 

· !. 98 . 6 
6 .9 

44 . 8 
26 .7 
l d . o 
3 . 0 · 
o .6 

I 241 . 4 

65.2 
16 . 5 
20,. 3 
7 .4· 

56 . 0 
1 I, 

• Lf 

1 . 2 

20 .6 
3.5 

15 . 1 
32 . 0 
7. 5 
0.7 

148 .7 

49 .6 
9 .. 6 

40 . 5 
3 ., 3 I 

59 .6. ! 

1 .3 . 
5 .3 ! 

59 . 6 i 

3 . 7.; 
35 _3· ; 
16 .3 
13 . 2 

o .4 

139~6 
7.q 

5o . 4 
22 . 1 
56 . 5 
c.8 
9 . 0 · 

32 . 8 . 
3.2 

69~3 
11 . 4 
20 . 6 

0 .3 

227 . 1 

658 .7 

i ! 

24 . 9 
6.3 

64 . 5 
~- . 4-

16 . o 
21 . 0 
16 . 0 
o .. 6 
-

108 . 2 

369 . 4 

82 . 8 
10 .7 
36 .• 6 

6 . 6 
102 .7 

42. 0 
8 . 0 

35 _2· 
70 .4 
23 . 9 
1.7 
-

81 .1 

509 . 1 

1952 

79 .1 
15.4 
24 . o 
6 . 2 

35 .9 

17 .0 
2 .9 

15 . 5 
20 . 8 
16 . 8 

2 .9 

60 .5 

1953 1954 

91 . o . : ,.-. 76. 5 '. 
6 . 9 11 . o · 
5 .0 2G. l 

: i .1 1 .7 
19 .0 44 .o 

33 ·. o 
0 .9 

27 .5 
7 .0 
7 . .7 
2 . 4 

35 . 2 
2.0 

25.4 
14 . 2 
14 . o 
3.5 

42 .·6 
! 

66.6 

I 
i 
: 250 . 4 
l 
I 

314 .2 

1-3 
IL) -\.)7 
G \ 

O', 



G ::=m,-~f:.1'1Y 
AUST~1 XA 
B .. L . E .U. 
DENMARK 
FRANCE 
GREECE 
IRELAND 

I ICELAND 
ITALY 

: NORWAY . . 
: NETHERLANDS 
I ' 

· SWEDEN. 
; SWITZERLAND 

PORTUGAL 
TURKEY 

. UNITED KINGDOM 

total Member 
countries 

BRA -~IL 

MEMB~R COUNTRI ES t I MPORTS FROM AND K;CPORTS TO BRA ~IL 

~:) million 
- 1 

I MPOTIT.S m:PORTS l 
I 

-1950 1951 1952 1953 : 1954 -1950 1951 1952 1953 1954 1 
..____ __ _ 

20 .7 75. 0 
l , r, 
"-/- • v 6 . 7_ 

40 . 5 
16 .3 
53 .3 

33.3 
I 21 .1 

2.3 
1 .4 _. /, 
n 7 .,_, . 

30 . 8 
16 .1 
18 . 8 
38 .8 
18 . 2 

88 . 8 
7.3 
1. 3 
1.2 

34 . 8_ 
16.lt 
2'u .7 
53 .8 
19 .8 
11.6 5 . 0 

5.5 . 
113. 8 

I 7 . 9 
185 .3 

388 . 9 59 ,- n 
:> . 0 

. 71
1- .3 
5 .2 

30 .7 
23 .3 
85 .6 
6 .3 
0.5 
1. 0 

38. 0 
. . 19 .5 
-20.7 
9 ~. 0 
13.2 

2.2 
l · 8 .1 

43 . 8 ! 

426 . 4 

·----l-_;_ ------- -- --~-----------~. i 
c,5 2 ../ . 

G. l 
29 .5 
29 . 0 
do . 9 
5 .6 

. -~ 2 .1 

41 . 5 
19. 5 
21.5 
5 6 .1 
12.3 

6 .5 
8 .3 

81.2 

·158 .9 
7 . :..~ 

, 24 . 8 
7)1 -z. 
...) ~r • .,,I 

·103 .7 
6.1 
0 . 3 

59 . 0 
23 .1 
l o .9 
62 . 5 
15 . 5 

4 .3 
l Oel 

103 ~7 

506 .1 I 634- . 8 

35 .1 
Lj . • 0 

46.5 
(5 • 9 I 

49 ~4 
c .6 

o .4 
15.1 
11.3 I 

15 .1 
44 . 8 
31 .2 

6 . o 
o .4 

121 .7 

388 . 5 

112 .5 
,--- ( - ) 

0 . ,j 

54- . 2 
14 .3 
80 .9 
o.8 

G.7 
40 . 5 
20 . 6 
29 .7 
r,- ., 
o:; . o 
46 . 8 
11. 5 

0 .9 
155.5 

154 .3 
3 .4 

42 .l __ 
2C . 9 
72. 5 

0 ~4 

0 .3 
31 .9 
2~} . 8 
35 . 5 
50 97 
33 () 6 
o . 6 
0 .1 

1 ~- o ~ o 

109 . G 
7. 6 
(._; 7 u . 

10-.1J 
104 .4 

2 . 2 

25 -.5 
9 .9 

11. 9 
52 . 4 
?~' }r ~c .'>" 
2. 6 

49 . s · 

140 . 5 ·! 
6 . ·3 '. 
7. O· 

29 . 9 ·: 
7.:J . 7 ~ 

7~-1 : 

1.6 , 
44- 7 1 

• I I 
18 . 8 l 
19 .1 ·l 
51 . 7 -I 
33. 8 I 

3 .7 I 
1 0 ., 6 -, 
2 h O ' 

_,). : 

478.5 

8 
1-tj -Vl 
0\ 

'--" 
0\ 

f\) 
[\) 

I 



~1@1~_5 

~IJQQ:!L~X 

·-, .· - MEMBER ·COUNTRIES t I MPORTS FROM AND EXPORTS TO URUGUAY _______ __,,, __________________________ ..-_____________ ___,, ___ __,,, __ __.___,___. __ _ 
. $ million ----- -- -- -- -------- -- -.. ------ ·- ···---------- - - -- -- - ---·-- -· -----,------ - - ---- - ----- ----------------

=~=!-==-==-= ==~~~ r=l~~~= I:~~~~~--~~~E _:=~95~=+ ~~ ~q=~~~=~E;~~~ ~~~~?=!= i~~~~= 
GERM ANY 13 0 6 9 0 5 2 3 .. 2 2 6 0 1 19 0 0 ! 14 0 ~ I 2 4 • 4 I 13 • 6 22 • 3 I 2 4 . 4 
AUSTR I A 0.3 0.2 0.,3 Oo 8 0 .. 5 [ 0 . 0 1 0 .5 I L,4 Oo9 I Oo9 
B.L.E .. u. 14.2 12.,1 7.4 15.3 2 . 8 I 10.1 13.5 , 6 . 9 5 . 2 1 10.3 
DENMA~K O D 3 . 0 . 9 1 • 6 2 Q 1 1 • 9 I O O 7 0 0 5 0 • 7 0 . 8 I O O 9 
FR AN 8~ · 10 • 3 9 • 0 1 7 • 4 13 o 6 1 0 . 1 I 13 • 7 15 " 6 9 • 4 15 ~ 7 l 6 " 6 
GREE.CE O. 4 0. 3 0 . 4 I O o 1 0 .1 0 .1 0 . 3 
IRELAlJD o. 6 o.5 0 . 2 0.1 o. 3 l 

1 
-

ICEL-AND 0.,1 i , 0 .1 
IT AL y 7 • 1 9 0 1 8 • 3 12 .1 I . 6 .. 6 I 6 0 6 13 • 1 4 • 9 2 • 6 7 • 6 
NORWAY 0.1 Oo 7 0 . 3 1 I 0 .7 ' 0"4 o. s o.4 o.6 o.6 
NETHERLANDS 6 . 4 4.3 7 .4 ·14. 8 I 19 . 2 2,,8 2.9 5.3 3 .. 6 5c-9 
SWEDEN 7.1 7.3 5 08 10.4 I 5 . 3 602 10.4 5115 5 . 1 7.7 
S1rJITZERLA..T\JD 6 . 3 12. 0 8 C> 1 14 0 2 I 6 C 5 4 .. 7 4 . 9 2 .1 3 . 7 ' 1+. 9 
PORTUGAL 0 .1 0 .3 O"l 0"3 0 .1 0 . 2 - j 0 . 3 
TURKEY O ., 1 0. 8 0 . 8 1 • 2 1 • 0 0 • 2 0 • 2 0 . 2 0. 2 ' 0 .. 4 
UNITED KmGDOM 38.1 . 44 . o 33.0 1 86 . 1 48 . 5 38. 8 I 31.9 24 .1 23 , 3 38 , 2 

L-~~~~~~!: ___ I ~~~~~]~~~--~~::J~~~-l~~:~~---=-=]~::~6-j-:::: ___ :::: -1-:::::-: 

C\) 

\.J-1 

\.J7 

°' 
::i::,. 
:::s 
!:J 
(D 

~ 

H 



r@1~_§. 

.§RhI!i 

MEIVIBER' COUNTRIES 1 IM·PORTS FROM AND EXPORTS TO S PAIN - -- ----- - --- -- - -- -~--------- _.,., _ ------- -· -- - --- ... ____ ----- .. .. ____ --'"--
$ million 

I 
---- ---.--- ---,·- -- --- .---- - -- --- . - ---~------------:------------------------- ------ -·---------·-- ---

' ' . IMPORTS ! EXPORTS I 
1-: ________ -- l :950 L 1951 F952l 1953 , _ _2954 _ !--1950 +-1951~ 1952 ~ · 19s3 i-_195

1
;~ 1 

GERMANY I n . o 1
1 

39.4 ' 58 . 6 1 so. o i 74.3 i 18 . 7 i 22 . 6 !. 69 .6 i 80 . 9: 74, 9 i 
· usTRr 1 1 6 2 · s · 2 ° I 3 3, a j 3 4 1 2 1 s 1 ~ · i ' A A · c I • . u j • , 1. : • lo : 1.. . c . 9 . 3 .. 0 i 

B. L . E . u . 11 . 0 i 17.5 17.~ · 14 . 8 I 15 . 9 ' 10. 9 17.6 . 18 (;7 . 14 .. 7 1 17 .. 0. 
DENMARK 11 • 7 7 • 7 4 • 9 5. 3 j 5 . 3 4 • o 8 • 3 : 5 • 8 4 • 7 : 4 • 2 
FRA-l\JCE 28 .1 38.3 51.2 l 48 . 2 1 47 . 3 33 . 8 42 . 5 1 57 . 8 70. 9 59 .0 . 
GREE CE - 0 . l O ~ 7 I 1 • 4 0 . 2 0 . 3 ; 0 . 3 0 . 5 .. '.. 0 0 ) 

IRELAND 4. 3 5. 6 5. 7 , 6. 3 4. 6 0. 6 2 .1 ; . 2 . 5 1., l : 1 . o 
. ICELAND O. 9 2 • 5 1 • 7 1 2 . 7 3 . 0 0 . 3 2 • 4 I 1 • 3 · 1 L. 6 1 • 4 

IT AL y.. 3 • 7 5 . 5 9 0 0 I 6 • 2 I 5 • 2 3 .. 4 I 3 • 7 l 13 ,t 8 1 1!- " 0 . 10 9 0 
NORWAY I 7. 5 9 . 2 1 O. O 1 14 • 1 ! 12 • 3 . 7. 6 · j 6 q 8 , . 9 .. 1 1 1 O. 2 · S t ) 7 
NE+HERLANDs 12.6 13.~ 

1 
15.3 \ 14 . o i 13.4 i 9.8 . 12. 7 .1 14.; ! ;~"2 •; ~~~ ~ 

SWEDEN ! 12.4 17.2 23 .. 1 1 19 . 7 1 17. 0 1 10.3 lL.5 ' 1 8 ., .... : c O .? _,_'.J _, u 
SWITZERLAND : 9.7 13.9 i 12.3 ( l~.8 '. 12.8 '. 13.~ 15e6 I 21 . 7 I 24 . 5 

1 
27 ., 0 

POR!UG AL ·~ 2. 4 5. 6 I 2 • 8 ! c_ • 3 1· 1 • 9 I 3 ~ lL ·_. 3. 8 1 • 8 I 1 ~ 1 : ~ .. 7 
TURKEY Q . 1 Q • 2 I O O 4 I 3 • 0 16 • 7 1 • 7 Q • 6 1 • Q j 15 e 7 , L · " 2 
UNITED KINGDOM. _94.5_ 142 . 0I~ll5.5 t 102.o __ r: 112_.1 _ - 36.2_. _43 . 0 66 . 4 J _68 . 2 : 66 . 6 __ 

TOTAL MEMBER I I I ! 
- COUNTRIES_ __1_2~4.1 _I 320.9 331.3 ~L=3I • L. :44. 3 _ - 157. 4 _J l~~---7 _303.61349 . 8.l!23 . 7 __ _ 

H 



GERMANY 

AUSTRIA 

B.L.E.U. 
DENMARK 
FRANCE 
GREECE 
I RE LAND 

· ICE LAND . 
ITALY 
NOR1;JAY 

NETHERLANDS 

SvIBDEN 

SUITZERLAND 

PORTUGAL 

TURKEY 

UNITED KINGDOM 

TOTAL MEMBER 
COUNTRIES 

TABLE 7 

·FINLAND 

MEIVIBER COUNTRIE S 1 I MPORTS_ FROM AND .. 

EXPORTS TO FINLAND 

1950 

21. 7 

o.4 
16.4 
29 . 0 

· 20 . 5 
3 . 4 

1. 2 

5. 6 
3 2 . 0 

13.1 
2 . 0 

0 .1 

2 .5 

94 .5 

I MPORTS 

. i ~·. 51 1952 1953 
6C .'7 

c .6 
:~5~7 

-3-~ .5 
,53 _8 

.. f ·O .. 

-'1i::: 4 
_,) t 

74.7 
0.7 

20 . 2 

25.3 

46 . 7 

0 . 2 
16 .:3 

.56 .4 29 . 8 
3.4 · - 3.:6 

5.9 5 .. 2 

. ~ 2.1 3 .4 

9 . '2 -·4_7 

'17 ~ 6 ·11. 4 5 . 1 
~ l~ c, ~ 0 ') ·o • ·3 ., 2 5 • ~ . 

·2c . 7 ··22~4 13 .1 
s ~9 .. _.9 .s · .. 1;.,.2 

c .6 o~4 o.6 
... .. . ~ .. 

~.4 6 . 5 G.8 
27S.7 184, 2 I 143-~6-

1257. 7 558 

$ million 

[ . E~P.PRTS 
---1'(-----::------::------~---0---I 

1954 1 1950 I 1951 1952 1953 i 954 
--t----~-----,'1-_,_.;--a 

56 . 8 16. 9 .65 . 4 94 ~9 37;2 44~7 
2. 6 

33 . 1 
2. 8 1. 6 2. 6 

21. 4 i 15 ._4 20 .5 
25.3 
37 . . 2 

23.7 
19 .5 

34.o 

1

. 26 . 0 
. 30 ~ . o[,;:., o 7 • ·- v • ../ 

2 . 3 , 4. 2 
·· o .4 0 .• 13 

2 :0 4~ 2 • __, I ~ 

- 1 •. 8 I •- ~ o ~ 1 

1 . 9 5;1 !I 1.6 
9 . 1 ii 9 . 2 :· ~18 .:b 
9 . 3 ·i 5. 7 . -. 8 .7 

32 . o .
1

11 25 ~ o I ·42. 2 

15.5 ·22 .6 · 33.9 -
4 6 . i . 2 9 · 5 4 

. . ~ - . . . ,• 

0 . 1 I 0.1 . -.. . I -
11. 2 2.7 

o.4 
3.3 

7 ~1 
·12.5 
'j5 . 9 

43 . -2 · 

8 2 .. . .. - . 

0.1 
5.1 

165. 2 :5 9 . 0 9~-. 2 107. 2 

1'3' . 7 
· 13.3 
, 24~3 

. . - ; .;• 

3 ~3 
· 4 i 8 

' ,< 

7~4 
·31~.1 

18.5 
14 \ ·z . ;) 

4 2~ 0 

- .3:~2 
. -r.2 

1: .• 7 · 
· _6·. 7 

.·12 .• 4 

-3~:.s 
2.g . 9 
6.8 

0.1 · ·o .4 
6·.8 · ·· 10.0 

ol.5 91~ 9 

rv 
\J1 

1-3 
'"-cl ---\Jl 
(j\ 



GERMANY 

AUSTRIA 
T 

B ; L -:-, T 
~ • '.:, . u 

DENMARK 
FRANCE 
GREECE 

I~ki: LAND 

ICELAND 

. 

ITALY 

NORWAY 

N;2THERL 

SWEDEN 

ANDS 

P0RTUGA 

TURKEY 

UNITED 

LAND .. 
L 

KI NGDOM 
·---··- .u---ElVf it 'i{ TO'l'1'.l. r M 

co l;i·t::1 : ~.L~S --

1950 

I 22 . 8 

12 . 9 
5 . 6 
1.1 
4.5 
0 . 9 
0 . 2 

17.0 
0 .3 
s .o 
4.7 
3. J 
-
o.4 

31.7 

110.4 

TABL~ o 

. · YUGDS LAVIA · 

MEMBER COUNTRI SS ;1 IJ.V~ORTS FROM · AND 

. 2XPORTS TO YlJG0SLAVTA 

I MPORTS EXPORTS . _. 
... 

' } -~-

1· I 1954 l 19~0 t 1951 .. 1951 1952 1953· 1952 1953· I 
j .. 
j 38 . 2 ~1 •. - 34 . 8 45o0 ~ 37 . 3 43.8 I '70 . 4 69 . 2 I 15. 9 . 28 . 9 10 . 0 16 . 9 15.1 13.5 26 .1 22 . 3 

~-5 4. 6 2. 1 3 .1 4'. 2 12.1 

~ 
20 . 6 l ~. 3 

1.1 1. 2 o . 8 o . 8 i. 2 2. 9 lci4 1.6 
7 . 6 13. 8 8 .1 1·. 8 5o3 13 .. 0 27. 0 27~4 

' •. 
- 6 . 2 1.4 o.7 2 . 6 5 .. 5 - 0, 9 5.5 

0 . 2 - - - '. 

t-

! : 

i 

I 
-

17.3 33,1 31.8 3~ o8 22.5 30.7 30o3 
1-

3508 
o .4 0 . 3 0 . 2 1. 0 0 . 2 2,5 I 0.3 o.8 
3.5··· 4.1 4 .• s 4. 6 ..... 6.o 9.4 }: 7-~ 7 12, 6 
2,.2 2.9 . - . 1. 7 . 2.1 _ 3 ... 4 .. __ 2 .• 9 3 qO 5. 9 
3~9 5.0 5-18 5 •. ~. '· 6 . 3 7 . 6 8 .4 7.1 . . .. ... --

- - - -
1.5 2.·6 . ·• 

25 .1 30.-6 1.0 0 . 9 14~8 19 .5 
30 .0 44.8 24.o 21.0 19 .3 33.9 31. 2 24.o 

127 205 .8 155 .1· j 177 . o 11121.8 174,6 248 .1 244 

'. 
J . . ·_ 
' · . . 1954 

61.s 
24 .4 
7. 3 
3._o 

' 
19 .3 

- 2~3 
. . 

-
28 . 9 
0. 9 

" • • 8.o 

-·· 5.7 
7 Q . ..,/ 
0.1 

16 .6, 
21 .. 3 

207 . 2 

\.Jl 
0 \ ...__ 
0\ 

I\) 
0\ 



· ....... TABLE .. 9 

. ........... !'I • 

·:~ .... MEMBER COUNTllIES t _ IMP'ORTS 'F}(OM ·. 

.. . ·. ~ND EXBORTS TO EGYPT ------- ------- -~----
. J 

. .. ------ . ------------- ~-------- , _____ .. :: ' ----....: --------~------,. 
. ' Ir~PORTS ·- · EXPQflTS , . -{:,,--- - .· - , .. _ --- - ---- ------ -- ------- ------- . -· ·- ---

l950 1951 .. :9'~2 .195~51:f I_ 1950 . [ 1951 .. .. · __ 195id }9.-2). · 1954 - - ·-·-
._. .GERMANY ·._2345 21+(;5 . ?o,4 25.3 33.6 19~1 1 29.1 38.4 I s~'.s -46~:8- -

,. 

.. AUSTRIA 5\;4 .3 .. 0 .o.s )~9 7~5 5.5 ! 7.5 4~9 4.6 5~7 
-- -B%L.E. UQ 6p5 8"1 21>9 ,6.3 6t2 210,.~ 15.3 16· ~ 5 11.8 12.-0 
, DENMARK 2 .. 8 lr,l 

j 
l~O lo2 24'5 2,JJ 3.6 3 .. 8 3.2 1~. 7 I t 
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ANNEX II 

CLASSIFICATION OF A NUMBER OF BILATERAL AGREEMENTS 

ACCORDING TO THE TYPES DESCRIBED IN PAR.A.GRAPH 7 OF THE REPORT 

Table A: Individual Member countries' agreements with 
various third .c ountrie s 

Table B Individual third countries' agreements with 
various Member countries 

Note: These Tables have been prepRred fr~m the information 
supp1ied by Member countries on the Agreements 
concluded with the third countries mentioned~ They 
concern the trade anrt financial provisions of the actual 
Agreements 1 and not the t1:ade and f:1.nancial system 
applied by the Member and third countries~ These 
provisions are grot~ed according to the chief ~ty~es 
of agreement described in paragraph 7 of the Report, 
Nevertheless , the ~ables indicate in brackets the cases 
in which: 

(1) the rTember country applies to the third country 
the system of liberalisation applicable to 
O.E . E-C~ countries, although t he Agreement 
does not correspond to type ( a) (iii) j 

(2) there remains a reciprocal credit line, although 
the Af$reement does not ccrrespond to type 
(b)(i); 

(3) the Member countryrs currency used in the 
bilateral trade relation in question is 
transferable, but the Agreenent does come 
within category (b)(vi). 
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TABLE A 

INDIVIDUAL MEMBER COUNTRIES' AGREEMENTS . WITH VARIOUS THIRD COUNTRIES 
~--- --- . ----· ••· • --- - ---

' 
,, 

. (a) T:rade pr'ovisi ons (b) Financial provisions ... 
. .. . .. 

I I 
! 

.. 

· 1 j (i) ! , i( i i) (ii i ) ( i v) (i) (ii) (iii) (iv) (v) (vi) ; 

Quota system O.EQE (.! Co No nego·cia t ed Bilater=!l paymen_ts_ Transferab .flit) Third country's Multilateral 
+ : commitment Liberal isati on ( l ) quo~a ( 2 ) . . (3 curFency quoted system 

I I .. 
I 

! 
l 
I 

Belgium I 

' Argent i na I - X (x) - - X - - - j,,. 

Brazil i - - X - - - - - X ! -
Egypt - - (x) X - - - - X -! Spa i n i - - X - X - - - - -
Finland - - X - - - X - - -
Japan - - - X - - - - - -
Uruguay - - ~~~ X X - - - - -
Yugoslavia - X - X - - - - -... 

Italy 
Argentina X - - - X - - - - -
Spain - X ·- - X - - - - -
Yugoslavia X ( -r \ I - J'.. ) - X - - - I - -

l I Norway I .• Brazi l - I X - X X - - - - -
Finland - - X - - - X - -
Spain (x ) -- X - ;x - - -- -

Netherlands 
Finland - - ): -- - - X - - -
Yugoslavia - X - - X - - - - -
Spain _, J( - ... X - - - - -
Uruguay ~ . - X (x) - X - - -
Braz i l i - I ·- - X - - - - - -

Switzerland 
Spain - - X - - X - - - -
Finland - - X - - - X - - -
Urµguay - - ( x) X - X - - - -
Egypt - - - X - - - - X -

United Kingdom 
Finland 

, - - X - - - - X . - ·-Arge nt ina X - (x) - (x) - - X - -Japan X - - - - - - X - -Brazil - - X - - - - (x) - . . X 

Germany 
Argent i na - X - - - X - - - -Finland - - X - - - - X - -Japan i 

X I - - - - - - X - -Braz i l I - - X - - - - (x) . X I -Spa i n I - - X - - - - X - -! 

I I : 
I 
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TABLE B 

( 

INDIVIDUAL THIRD COUNTP..:tEs ·1 AGREEMEN'TS WITH. VAR!OUS ME~J3ER COUNTRIES 

l -
( a) Trade provisions ( b) Financial provisions 

I 

(1) I (iv) (v) (vi) I 

(ii) (iii) (iv) ( i) (ii) (iii) 
Quota syst_em . O.E.E.C. i No negoti- Bilateral payments Transferabil:Lt1 Third Multi- I 

. countryts lateral I 
.plus : Liberal isa-· ated quota ( 2) 1 (3 i 

I system I 

commit- I tion ( 1) I currency I 

I 
ment I quoted I 

I 

Argent.ine 
Belgium (x) - - -- X - - X -

, • 

Italy X - - -- - - X - -
United Kingdom X ( x ) (x) - X - -- - -
Germany - - - -- X - - - X 

Brazil 
Belgium - - X - - - - - - X 

Norway X X - - - -- X X -
Netherlands - - - X - - - - - X 

United Kins dom - - X - - - - - - - X 

Germany - - X - - - - - - X 

Urugua;L: 
Belgium - ( x) - - - -- X X -
Netherlands ( x ) X - - -- - - X -
Switzerland ( x) X - - - -- - X -

Spain I 

Belgium· - I - - - - -- X - X 
Italy 

., - -- X - - I X - - - ~-

Norway ( x) - - - -- X - X -
Netherlands - - - -- X - - X -
Switzerland X - - - -- - X - -
Germany - X - -- - X - - -

Finland 
Belgium X - .. - -- - X - - -
Norway - X - - -- - X - -
Netherlands X - - -- - X - - -
Switzerland 

... x · ... - -- - X - - -
United Kingdom - X - -- - X - - -
Germany ... X - -- - X - - -

Jugoslavia 
Belgium ~~~ - - - -- X - X -
Italy - - - ... - X - X - : -Netherlands - - -- X - - X -

Egypt 
Belgium ( x) - - X -- - X ... - -Switzerland - - - ., X - - - - X 

.. 

Japan 
~ 

Belgium - - - X - - - - -
.. ! -Un i ted Kin _sdom 

... .. ' .. . -- . 
· 1 

- - - -··· . X " . -X - - -
Germany X - \ -- X - - - - -

I ! l 
-- -
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DM/55/30 INTERNATIONAL MONETARY FUND 

Exchange Restrictions Department 

Use of Bilateral Agreement Currencies for Trade 
with Thir.d -Count,ri.es 

Prepared by Barend A. de Vries and F,A.G. Keesing 

December 13, 1955 

Intrcducticn and Summary 

This memorandum, , dealing with various aspects of the u.se of bilateral 
agreement currencies for trade with third countries, was initiated as one 
cf the studies in response to Board requests for investigation of the 
broader aspects of commercial switches and retention qu~tas (EBM 53/63, 
64 and 65). During the Board discussion of one of these studies, namely 
that dealing with cheap sterling (SM/53/52), the staff indicated that the 
problem of bilateral agreement currencies negotiated at discounts, was 
being studied separately (EBM 53/89). The present memorandum discusses 
the techniques, scope and effects of various types of cheap bilateral 
currency transactions with ps.rticular reference to the situation· pre­
vailing until the middle of 1954. 

Since about the middle of that year, activity in the New Y0rk cheap 
currency markets has tapered off to a considerab:e extent. Transactions 
of this kind are much less frequent now than they were in 1953 and during 
the first pa.rt of 1954. As a consequence, it has become practically 
impossible to obtain reoent quotations which indicate any particular trend. 
A few traders still issue lists of quotations, but those seem to show the 
levels of discount at which they would be i :·iclined to solicit bids or o'rfers, 
rather than transactions actually concluded. 

It appears that various causes have cooperated towards the recent 
decline of the cheap currency market. Fewer bilateral piyments agree­
ments are now as manifestly out of balance as they were some time ago, 
and, on the whole, governments now appear less tolerant of these practices 
than they were previously. The interest of various countries which used 
to import dollar commodities through this procedure, has dwindled. In 
many cases, import restrictions against dollar goods have been relaxed or 
abandoned. In addition, import transactions financed in transferable 
sterling (which is currently traded at less than 1 per cent discount) now 
offer a less costly procedure to obtain dollar gcods against n0n-dollar 
payments. Since most eheap currency transactions originate in the 
countries importing the d~llar goods involved, the declining interest on 
their pa.rt in this tYPe of trade undoubtedly reduces the scope for cheap 
currency deals. · 
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Among the more rece.nt foctors, contributing towards the decline of 
the cheap currency market, special mention is made of the organization 
of an "area o_f limited convertibility_" _by Brazil, and:. s.imilar other 
arrangements, ·and of the ~urrent overhaul of the Argentine exchange 
system. · · · 

. . 

At this time, little business in cheap currencies is beinc con-
tracted. However, dealers occasionally ·. still manage to conclude a 
transaction. It is generally felt that, if monetary conditions gen­
erally develop further towards normal, the cheap currency market is 
bound to disappear. On the other hand, it may revive if countries 
were to find themselves ~nee more in monetary difficulties • 

. Technical Aspects of the Use of Agreement Currencies for 
Trade wit h '11hfrd Countries ,. 

Most t rade for which ria,yment is made through a bilateral payments 
agreement, c,c,nsists of good:s .originating in one partner country, and 
destined for the other. Thi~ is, clearly, ·the kind of thing t<' be 
normally expected, in accordance with the rules applying to a bilateral 
trade and payments relationship. During recent years, however, the 
payments channels between various sets of bilateral c~untries (A and B) 
have frequently been us_ed f.or the settlement of trade transactions 0f a 
different na·ture, inv,..,lving trade between one or both or· the · partners 
with a third country (C). This case arises if a pa.ymen~ 

1
through an 

account under a bilateral agreement is made from B to A 1t: (1) for 
the _import of good~ into B, not originating in A, but inc, or; (2) frr 
the export . of g9ods from A, not destined. for B, but for c. · 

_It is clear that . these transactions constitute only part of a deal, 
since in both. oases there must be some furthet arrangement which closes 
the triangl e. it is conceivable that a direct i:a,yment is made by A to 
C (1), or, alternatively, that a direct piyment is made by ·c to B (2), 
In those cases, t he total three-cornered transaction will consist of one 
direct commerc_ial. .transaction and· two transfers, both ; of which are in 
conflict .wi th normal prescription regulations. 

C 

.. / \ . < Fayments 

I . \ . 
/ (2) ·. . 

/ ' . \ 
I 

f------·- - - - .. _ -
A · B,. 

~- - - - Go<'ds 

1/ Throughout this• plper, "B" will represen:t the bilateral country 
which makes, and ttA0 the bilateral country which ·receiyes, a. · 
bilateral payment. 
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It is also possible that one of the bilateral partners acts as a 
commercial go-between 1 re-exporting or selling in transit C1 s goods t<" 
the other p:3.rtner (la), or v:i.co v·ersR ( 2e.), whilst it self arra.ng:l.ng 
payment in either direction. Under tho se condi~ions, thera will be no 
direct contacts, either c0mmercial or mc,r ... etary, bat.ween the c0'!]..L~tries 
of origin and destination of the _goods concerned. Tha total transaction 
in that case will consist of a t:ransit deal (which may or may not be in 
accordance with the · trade rules agreed between A and B), cnmM.ned with 
two independent transfers. 'i1he problems relating to transit trade ( in­
cluding the complications of switch trad8 that may erise in that co~teA-t) 
have been dealt with in previous memoranda, 11 and will not _be covered 
again in this paper. 

C 

- - - - \ .. \ ' - -· - __ ..) ~ 

~--------
A B A B 

It is finally possible that the triangl e wi.11 be closed, not by a 
payment but by a second commercial transaction (export fr0m A tn Ct export 
·from C to B). This type of transaction (3) will normally give rise to 
a so-called cheap currency quotation in a hard currency market. It c·on­
sists of two sep9.rate direct commercial transactions, -settJ.ed by one p:iy­
ment through a bilateral payments agreement, which cr-nf li.cts with nonnD.l 
prescription regulations. If the importer in Bis in direct touch with 
the exporter in A., settlement between the two traders in C (if they are 
different people) would have to be arranged in cts local currency. From 
the point of view of C, such a transaction would be tantaniour..t to a three­
cornered barter deal. Technically, 0 may find that ·such an exchange ·is 
very difficult to organize. In practice, therefore, this type of trans­
action is generally carried nut in a roundabout 1tl8.y. The exporter in C 
sells his goods to B against a - "transit" payment of a claim under B's 
bilateral agreemeE.t with A. He subsequently sells this claim to the 
importer inc, who uses it to settle his :import from Ao The teclxp.1cal 
aspects,.of such a "transit" payment will be explained later. 1-/ 

.-"J:\ C 

. :/; ,'.'.\ \ 

/ // \ ' 

, ' / '\ \ 

.; / ·(3) '\'..' 
A B -~ 

See EoM 53/29, SM/53/10, Sup. 6, SM/53/54. 
See .'P• · 12 and fnllC)wing. 



The transaction .sub (3) may assum~ a more complicated shap~, if 
either Cts import or its export is organized by one of the bilateral· 
countries as a transit deal. Under those conditi~ns, B will be re­
exporting A's gnods to c, and the total transaction will be a ccmmercial 
m,dtch, consisting of one transit deal of the type (2a), plus a direct 
commercial transaction, directly paid · fcr. Alternatively, the accompany­
ing direct commercial transaction may be develo~ed ·into another transit 
deal. Again, ·· this type of transaction ~1as been analyzP.d in previous 
memoranda. · 

_It follows from the foregoing that the one binding element in the 
various transactions under consideration is the use of a bilateral pay­
ments channel to pay for trade transactions with a third country. such 
a payment is made in order to settle a commercial transaction in respect 
of which A (the• bilateral recipient) did not supply the goods which B 
(the bilateral rayer) obtained, and/or B was not the destination of the 
goods which A delivered. 

Twn questi~ns arise in this connection. One is, what technical 
conditions must be satisfied in order to make it possible to use a bilateral 
payments agreement for indirect payments? The other is, what . economic 
interests are involved in this type of .r · y.ment? The two points will 
be taken up separately. 

The technical rules which govern a strictly bilateral relationship 
between two countries, and which must be circumvented or set aside in 
case of an indirect or a "transit" payment, may be sumrr~rized as follows: 

(1) Only A residents can open accounts and hold balances 'in B 
under the A-B payments agreement, and/or vice versa. 

(2) Only claims and debts between A and B residents in re·spect · 
of mutually admitted transactions can be settled through the transfer 
of a balance, held in an account opened under the A-B ·agreemen~~-

(3) In order to qualify for settlement through the agreement, a 
oommercial transaction between the two pirtners must be in respect of 
goods, originating in one partner country and bought by the other for 
its own use or consumption. 

Several controls are n~cessary to supervise these provisions and to 
safeguard the bilateral nature nf a trade and payments relationship. 

If J:)'lyrnents between A and Bare centralized, there will be either 
one account, opened by one central bank in the name of the other, or 
there will be two accounts, opened by each central bank in the other's 
name, depending on the type of the agreement. When this situation 
~xist~, . all monetary .. eontrol will be effectively vested in the central 
banks. · 
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If payments are decentralized, there will, in addition to the · · 
account(s) held by the central bank(s), exist other accounts; opened by 
authorized banks in one country in the names of authorized banks in the 
other country. This arrangement necessary delegates some contrnls to 
the authorized banks. The role played by the authorized banks may be 
small if they only act as agents for the central banks. If the a uthori.zed 
banks are entitled to hnld and handle their own currency positions, they 
will possess a greater degree of independence, although still within the 
framework of existing exchange control regulations,and possibly subject 
to specific limitations imposed by their own central bank. 

As long as surrender requirements are fully enforced, no private 
individuals (other than authorized banks) can hnld balances under a pay­
ments agreement. If surrender requirements are waived, nrivate indivi­
duals may be permitted or required to hold and to handle their balances, 
but normally only through the intermediary of an authorized bank. 

Each central bank or authorized bank, as the case may be, will have 
. to check and certify that any amounts transferred through the agreement 
to the partner country, are P9-id for the -'~count of a resident of its own 
country, and in respect of a transaction that has been duly authorized~ 
The . same thing applies to a bank which receives payment through the 
agreement. 

Each central bank will impose prescription regulations which link 
the settlement of claims and debts under a bilateral agre·ement to trans­
actions effected between the two countries concerned. In addition, 
commercial controls will be necessary in order to ascertain the origin 
of the goods imported from the partner country. The experting country 
may be asked to certify vhe origin for the benefit of the importing 
country. The exporting country, furthermore, will have to ascertain 
in its own interests whether goods exported from its territory are in 
fact despatched to their alleged destination. The importing country, 
finally, may be requested by the exporting country to ensure that goods 
which it imported from the partner country are not offered for re-exp~rt. 

It appears that a complicated set of controls is required to guaran­
tee that both payments and underlying transactions between two countries 
·are and remain purely bilateral. These controls are both of a monetary 
and of a ·commercial nature. Some of them require close cooperation 
between exchange authorities and customs authorities. Part of the mone­
tary controls may be delegated to authorized banks. The intensity of 
controls may vary with the general restrictiveness of the currency regime 
concerned. In certain cases, the controls in one country depend on 
statements made by the other country, and which the former may not normally 
try to cross-check. 

If those controls are effectively applied; indirect pg.yments through 
· a bilateral agreement appear exoluqed.- They can only be arranged under 

one of the following conditions: (a)~~ agreement between two 



bilateral -pa_rtners to -deviate from the rules of pure bilate:r-alism; 
·_ (b) general ,relaxation of controls in one or both pa.rtn~r count~ie~, 
·resulting in factual abandonment of bilateralism; (c) connivance ' by _ 
the _contrQl qUthorities in one country at practices with which the 
partner. coup.try does not necessarily a·gree; (d) circumvention of _the 

. ·controls by private . traders. . . 

· - Ad hoc ·_ agreement be~ween two _partner countries ab.out certain devia-
·tions from the normal procedure of bilateralism may affect the . c.ormn~rcial 
or the moneta-;ry -rules. _. In -the · former case, the. partners c_oncer-aed may 
agree that under specific conditions all or some goods imported by one 
o.f them an_d paid through -the agreement. need no:t originate in. the other 

.countcy, -or;. alternatively, that goods imported by one country and paid 
through the agreement may be_ re-exported, or . sold in transit. In the 

· -latter · case; th_ey may agree that a payment through the agreement sha_ll be 
made and accepted f -or a commercial transact-ion between either of them .and 
a third country. 

A general . relaxation ·of contra-ls- in one or both- partners may .consist 
.. . of ' the introduction· of . limited or --unrestricted transferability amongst 

bilateral balances which are · held in various agreements. The introduc­
tion of transferability by one partner country -for the · benefit of others 
constitutes a facility which the others are welcome to use if- they see 
fit. 

A different type of relaxation may play a .role if one pa.rtner 
country, whilst offici~lly and generally maintaining its controls, allows 
its residents i _n certain .cases greater fr0edom than would normally api:;ear 
compatible -with the rules of its qilateral relationships. It may ha.ppen 
that the! partner countries accept these deviations·, but it is also ccn­
ce'ivable that they find their interests da1r.aged by them. 

. Finally·, it is . possible that _private traders manage to dndge c.ertain 
c~ntrols, e~p~cially those barring transit trade and/or prescription 

. regu-latio_ns, df3spite the best efforts of the authorities concerned. to 
ensure their enforcement, 

· The next questinn to be -considered concerns .the. type .of econo~o-
.. i'nterests . that may -be involved in .the ~king ·of indirect payment".s through 
a bilat_eral -agreement-. Several possibilities _present ._themselve·s. · 

.· : .·Private ·trade~s will have a commercial interes_t in buying _. and : sell­
ing goods in the _roost advantageous markets, unencumbered by .di~crimi~a tory 
quota _provisions and rules of _bilateralism, which ·restrict ·· thei:r ·freedom 
o·f a-ct.ion. · Their motive is to make a commercial profit. ·From the 
traders' point of view, profit possibilities will be determined by prices 
existing in various markets, recalculated at the rate of exchange between 
the foreign currencies ,concerned and their own. currency. A private 
trader, in the- course of his normal business, has no interest in parti­
cular c~rencies- for their own sake. Ha will have an indirect interest, 
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however, to the extent that broken cross rates may affect his profit 
possibilities, and also inasmuch as either acceptance or availability -~f 
particula:r currencies may allow him to carry cut certain profitable 
transactions that could not nonnally be concluded. This means that in 
various cases (transit trade, circumvention of discriminatory restrictions, 
currency arbitrage through c~rnmodity transactions) private traders may see 
their profits increased, if they can manage to arrange roundabout trans­
actions and/or to apply unusual payments procedures. Governments will 
normally try to prevent these transactions, if they feel that they are 
ag~inst their countries' interests or against their international commit­
ments. If governments have no strong negative feelings on the subject, 
they may let them be or even encourage them. 

The interests which the exchange authorities themselves have in 
arranging, ailowing or condoning the use of bilateral lxllances for purposes 
outside .the usual scope of the payments agreements involved, m~y be either 
of a monetary or of a commercial nature. Some governments haire felt that 
such payments shotUd be encouraged as a ma •:_,-':,8r of general monetary policy 1 
and have, th~refore, established certain conditions under which they allow 
automatic .transferability of balances which they owe in various payments 
agreements·. Mo.re frequently, however, the monetary considerations which 
prompt governments to waive the rules of monetary bilateralism are of an 
~-g hQ£ nature. Those considerations arise, notably, . ~,1hen claims or debt s 
in certain bilateral relationships have become excessive, and means are 
sought to correct the situationo-

Normally, an excessive bilateral balance should. be -reduced by in­
creased exports from . the debtor to the creditor country, or by a payment 
in gold or in a third currency, but there may be reasons why a different 
procedure is applied. If B is- the cred-itor of the -bilateral relation­
ship, a p:lyment by B to A- for goods imported by B from·c, or imported by 
C from A, would have the same monetary effect. For this purpose, the 
commercial transaction should present certain advantages for ea9h or either 
bilateral, country involved, or it should-be acceptable to B (if necessary~ 
at some sacrifice to it), if there is no other obvious way of reducing 
its outstanding _claims. · 

One or the other government concerned may itself arrange the trans­
action necessary to attain the reduction of the bilateral balanc~ (possibly, 
but not necessarily, in agreement witq the authorities of one or both of 
the two other c0untries concerned), 1/ or it may offer to its re·sidents 
inducements .or facilities (waiver of currency prescription, waiver of 
sur_render requirements, ·import facilities outside usual qu·ota · provisions~ 
'broken cross rates, special import or export rates, and others) which 

. are likely ta produce .the desired result • 

. . ·.JJ If· the third country has no currency regulations, its authorities 
wi~l -not be · involved. 



.. - 8 -

From the· commercial point of view, a government may feel ·· that its· · 
·own discrim'inatvry import -policy, inspired by currency considerations, · 
may be causing 6ifficulties, since· it deprives the cou.ntry of ·a·esfrable ·. 
goods. Alternatively, it may find that its lack of competitiveness · · 
prevents it from normally selling certain export products in ·certain 
markets, trhilst it may be · eager to export thC"s·e ·goods or to retain tho·se 
markets-, or both. .In those cases; its aim may bet<' correct·"t-he trade 
situation by arranging or· permitting indirect imports or exports (as the 
case may be). Since those · transactions cot...ld not take place if they 

. had to b.e paid for in the normal way, they must be s·et tled in an ind-ire ct 
fashion, i.e. in an inconvertible currency. 

It may happen that in some cases commercial and monetary interests 
run parallel. Under .those conditions, a country may manage, at the same 
time, to· arrange certain conimetcial transactions which it deems interest­
ing, and · to correct the position of a bilateral payments agreement. In 

. other cases, however,the trade interests may prevail, and indirect r,ay­
ments may be used as a means to an end, pos sibly leading to the result 
that the position of the payments agreement through which the settlement 
takes place, .· becomes more unbalanced than it was previously, or leaving 
the bilateral balance unaffected in the end. 

Whateve·r may be · the motivation for some kind of transaction of the 
character described above, one -of three conditions ·must be fulfilled. 
First, it may be that the special transaction is commercially profitable 
at prevailing prices and under the existing exchange facilities. In 
that ·case, traders will either ava.-il ·themselves of the opportunity with­
out government permission, or they will -resporid as soon as the authorities 
extend the necessary licenses. Secondly, it may ·be that at prevailing 
prices and under· the existing exchange facilities, the special tr.ansacticn 
could ·only be carried out at a loss. · In that case, if the government 
wishes its traders to play their part, it has t ·o offer· some kind of in­
ducement (usually of a multiple currency nature) which allows traders t0 

, find compensation for the commercial loss they would have to incur. 
Finally, ir ·a loss were involved, the authorities themselves may dec1de 
to bear it, if they consider the transaction to be in the public interest. 

Cases (1) and (2). 

The cases (1) and. (2)- frequently arise wheri there · exist· possibili­
ties of administrative or automatic transferability of -bala·nccs from· an. 
account in · one bilateral agreement· to~ah account in a different agreeme~t. 

In the case of automatic 

Italy \ 
,, / \ 

I 
i 

Norway 

transferability, an importer in one bilateral 
country can pay his supplier in another 
bi~ateral o~untry in a third currency. 
The country whose currency has been made 
transferable, will play .the intermediary 
role which is necessary to effect the 
indirect µ3.yment. An export from Italy 
to Norway, for instance, could be pa.id 



in sterling. Instructions wnuld be given on behalf of the N~rwegian 
importers to a United Kingdom authorized bank to debit a Norwegian 
sterling account and to credit an equivalent balance to an Italian 
sterling account. 

Administrative transferability is extensively practised by Egypt, 
which has many payments agreements and does not primarily rely on import 
licensing to keep its balanceawithin reasonable limits. It may happen 
that Egypt wants to export cotton to, say, Japan, ~n which it has a bi­
lateral claim, whilst, at the same time, it has a bilateral debt in its 
a·greement with Greece. Such a situation would set the stage f'or an 
indirect payment through the Greek-Egyptian agreem~nt, provided the Greeks 

·are willing to receive and the Japg.nese are willing to make an equivalent 
payment through the Greek-Japanese agreement. If the three exchange 
controls concerned give their consent, the transaction might develop in 

/ 

I 
I 

Egypt 

\ 

· '· 
_____ __ :'\ Greece 

the wr: y indicated. From the Egyp­
tian point of view, the result would 
be that the cotton export to Ja:i:a,n 
dnes not raise its bilateral claim . 
on Japan and helps to reduce its 
bilateral debt tn Greece. S:imHarly, 
in 1952, Sweden reduced its excessive 
debtor position vis-a-vis Japan by 

deliveries of rice from Thailand. At that time, Japan could not inc~ease 
its direct rice purchase from that c0untry without exceeding its quota uri.dsr 
the Japanese-Thai trade agreement. In several cases, deals of this type 
are carried out as transit transactions, In order to reduce its debtor 
position with Brazil, Finland, e.g., re-exuorted Argentine grains and 
cornm0dities originating in Germany, Sweden and the United Kingdom, to 
Brazil, against payments through the Brazilian-Finnish accrunts. 

If the transactions described in the above examples do not form a 
substitute for any country's right to claim gold or dollars for a balance 
in excess of the swing, they are likely to be carried out on a straight­
f or-ward basis. This means that the commercial deal will probably be. 
concluded at its usual price, and that similarly the twr-, payments will be 
made at ~orrect cross rates. The pcsiti~n may be different, however, if 
the indirect payment through the bilateral agreement is arranged in lieu 
of a hard currency payment in the opposite direction, in order to reduce 
a balance in excess of the swing. 

Although many· bilateral agreements provide for settlement in dollars 
beyond a certain poi~~, debtor countries often do not actually pay dol­
lars to their bilateral creditors when the need .arises. This may be due 
to the fact that the debtor's dollar positicn renders it difficult er quasi­
impossible to ·make such payments, whilst the creditor country perhaps does 
not want to press too hard lest . .it -endanger its exports possibilities. 
It may happen that, under those conditions, the two bilateral countries 
concerned agree upon a different procedure, which replaces the payment of 
dollars from A to B by a payment through the agreement from B to A, for 
goods imported by B, or ·exported by A, to the dollar area. 
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The following possibilities present t L:mselves: 

The bi lateral debtor may be willing to make d0llars available for the 
purchase of U.S. C<"mmrdities t 0 be shipped t o the creditor country, ·rat.her 

u.s. 
4\ 

\ 

.. ,~.-1- -- .. .. ·- ··--
Debt or Creditor 

than paying dollars directly t~ the 
credit0r country. The latter will pay 
for the U.9. goods through the bila­
teral agreement, thus reduoing its 
excessive claim. Tho reason for this 
devious procedure may be that the 
creditor country is restricting ·it! 
direct dollar imports, and that, ·con­
sequently, the dollar . goods can be 
sold. . in its market at a certain pre·­

mium. Under thos~ conditions, the debtor country may be able to discharge 
its bilateral debt at a somewhat smaller s~crifice in dollars than if a 
dire·ct ·dollar payment were made to its creditor. Apparently, the creditor 
country stands to lose, since it might have impnrted the same dollar goods 
at a lower price, if it had effectively received the d0llars due t o it. It 
may be that _it is willing to take this loss as the second-best possibility 
to reduce an excessive claim. It may alsn be that the creditor allows 
the d.o.llar goods tc be resold to a third country, at a profit, thus re­
couping the loss. 

Similar results may be obtained by a different transaction. The debtor. 
country may undertake to export certain goods to the U.S., · the proceeds of 

u.s. 

/ 
I 
<~-- .. -· 

Debtor 

\ 
.. -· - ·- - - \}_ 

Creditnr 

· which will be turned over to the cre­
ditor against a payment by the latter 

. throu sh the bilateral agreement• Mr-re 
usually, however, the bilateral cre­
ditor w~uld re-export the debtor's 
commodities t n a dollar -country. Sin~e 
soft currency goods exported t o the 
U.S. are likely to yield less than 
when snld to a bilateral partner, this 
methcd is equally likely to ·present 

complications. The creditor country to which this solution is offered in 
lieu of a direct d'1llar ps.yment, would be faced ·with the same considera- .. 
tion~ a~ exist in the_ previous ~ase. 

It may_. happen,. of course, that the export from A to C, . or the exp0rt 
from ·c to B, is not carried out directly, but e:i,. th.er t ·hr('ugh the in~er­
mediary of Ber A, respectively. If the trade transaction is arranged 
directly, both bilateral countries are roost probably in agreement aboat 
the se·ttlement involved. Thi's may _st:Ll~ be so,, if a . transit transaction 
is organized, since the -use of the other bilateral ~ountry's intermediary 
may be a matter 0f pure convenienc·e. · · lt may ~lso happen, however, that 
a transit deal 'is necessary because ·th~re ·is n0 agreement between the tw~ 
-bilateral cnuntries concerned_ about the triangular transactiori. One -
partner (either the debtor or the creditor) m~y .. ·take the initiative to 
correct a payments situation in accordance with · its own c·onve·nience, but 
in a way ab~>Ut which . the other bilate.ral country does not necessarily 
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agree, or about which its opinirn is not asked. In that case, the com­
mercial transaction, although in reality a transit transaction, may have 
to be disguised as a direct deal. 

Several cases are known, in which countries have adjusted their 
bilateral debtor positions in excess of the swing by making special 
dollar all~cations to their traders for the purchase of dollar comm~dities 
to be delivered to the creditor against payment via the agreement acc~unt, 
thereby obviating the need to settle the balancesin excess of the swing 
with cash dollars. Arrangements of this nature have, for instance, been 
used in connection with excessive bilatera~i debtor and creditor positions 
vis-a-vis Japan. In the latter part of 1952, Germany and Sweden adjusted 
their debtor positions with Japan by selling Cuban sugar and other hard 
currency commcdities to Ja:r:a,n against payment via the agreement acccunt. 
The bilateral trade and payments agreement between Indonesia and Japan 
provides that Indonesia may offset part of its debtor position by selling 
to Japg.n dollar commodities up to US$15 million per year over the peri0d 
1952-1957. Japan itself sold dollar c~mmodities to Gerrrany and Sweden 
in the latter part of 1953, when an excessive creditor position in favor 
of Germany and Sweden had developed. 

During 1952 and 1953, Germany L~ported approximately US$14 million 
of dollar goods at premium prices, paid via its agreement account with 
Yugoslavia, and frequently invited similar imports payable in bilateral 
currencies. During 1952, when the United Kingdom was making 100 per cent 
dollar payments to EPU, the British authorities set up the "Dollar Com­
modity Arbitrage Scheme", whereby United Kingdom merchants were authorized 
to purchase raw materials and foodstuffs for dollars, for resale to EPU 
_countries against payment in sterling. The main purchasers of the dollar 
commodities resold by the U.K. appear to have been merchants in Germany 
and the Netherlands. Although it would seem that creditor countries 
frequently agreed to the sale of ~ollar commodities ra,yable through a 
bilateral agreement account, in some cases the creditor country refused 
such offers since the premium demanded by the debtor countr-J was con­
sidered too high. 

Case (3) 

The cases (1) and (2) involve one commercial transaction (whether 
carried nut directly or in two $tages as a transit deal), c~mbined with 
twc· payments. Either the bilateral country receiving payment through 
the agreement gives up some other currency, or the partner making paymeut 
through the agreement is reimbursed in another currency. In case (3), 
there are two different ccmmercial transactions combined with only one 
payment. A third country imports from one bilateral partner and exports 
to the other, the settlement being made through the monetary agreement 
between the two bilateral countries. 
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It is conceivable that the cornbination of transactions is carried 
-out on a pre-arranged basis, each country expressing its agreement about 
the various elements involved (types of goods, prices, manner of settle­
ment). As previously mentioned, however, it is more likely that a 
different technique will be followed. What usually happens is that the 
two commercial transactions will be concluded 6n their separate merits, 
the linking element being provided by the negotiation nf an agreement 
balance in a hard cur~ency market. 

The third country involved in this type of transaction is not likely 
to have, of itself, pa.yments agreements with the other tw~. If it had, 
there woul be littl e reason for the complications to which a case (3) 
transaction gives rise. On the other hand, if the third country is a 
hard currency · country, all parties involved may have an interest in the 
three~ornered deal, if the follo_wing conditions are met: 

(a) Traders in the third (hard currency} country must be interested 
in certain export transactions which cannot normally be crmcluded, since 
the soft currency importing country lacks the hard currency required and 
consequently discriminates against the commodities concerned. 

(b) Traders (probably different one5) in the third (hard currency) 
country must be interested in import transactions which cannot normally 
be concluded, since the soft currency exporting country is not competitive 
at hard currency prices. 

(c) The soft currency importing country must either be eager t0 
receive the hard currency goods concerndd against pa.yment in a soft cur­
rency, or it must be anxious to reduce a net credito~ position in a bilateral 
payments agreement and willing tn import certain hard currency goods f'0r 
that purpose. 

(d) The soft currency exporting country must either be eager to 
export certain goods which it is unable to sell at hard currency ortces, 
if necessary against payment in snf't currency, or it must be anxious to 
reduce a net debtor position in a bilateral payments agreement and willing 
to forgo dollar earnings for export of certain go0ds t0 a hard currency 
country. This condition, however, may not apply if the commodities cnn­
cerned are sold in transit without the knowledge of the exporting country. 

Under a transaction of this type a soft currency country (B) offers 
to buy certain hard currency goods against a "transit" payment to a d<"llar 

area (usually a ·u.s.) exporter of a 
claim which it h0lds in a bilateral 
agreeme~t concluded with country A. 
The U~S. exporter sells this claim t~ 
a U.S. importer, who is interested in 
buying certain eommodities in country 
A. The U.S. importer then "retrans­
fers" the bilateral balance to the 

u.s. 

A B 
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exporter in the latter country, thereby cancelling the original claim. 
The U.S. importer will only be prepared to purchase B1s bilateral claim 
on A at a discount, since it must be assumed that the exporting country 
is not competitive. The U.S. exporter will insist, therefore, that the 
amount in soft currency which he accepts in payment, shall according]y 
exceed its dollar equivalent, calculated at the official rate. As a 
consequence, the hard currency goods imported by B will be paid at a soft 
currency and not at the (lower) hard currency price. The whole trans­
action, which could not have been carried v t on a hard currency basis, 
materializes thanks to the sale of a bilateral balance at a discount 
price by a U.S. exporter to a U.S. importer. 

The technique of this sale must be examined more closely. A 
bilateral balance in a payments agreement cannot be sold from hand to 
hand, like a bank-note. It consists of -a book entry, according to which 
a resident in one of the two countries holds a claim on a resident in the 
other, the residents concerned probably being authorized banks.· There 
are normally only two ways in which such a claim can be passed on, It 
can be transferred to the name of a different resident of the country 
holding the claim, which leaves the status of the balance as it is. It 
can, furthermore, be transferred to the name of a resident of the country-
on which the claim is held, in payment for a transaction, admitted under 
the agreement. This extinguishes the claim- as far as the bilateral agree­
ment is concerned, since the non-resident bal~nce (as viewed from the latter 
country) is thereby changed into a resident balance. In mos}

1
cases, the 

claim will be registered in the books of the debtor cC'untry. 1J Any 
transfer, therefore, requires an instruction by the creditor to the debtor. 
Such an instruction must be compatible with the rules of the bilateral 
agreement. It appears extremely unlikely that under a bilateral agree­
ment a person who is not a resident of either country c~uld officially 
hold a balance in an agreement account. It follows that a balance U.."lder 
a payments agreement cannot be directly delivered to a U.S. exporter who 
might be willing to accept it in payment. 

Any use of "agreement currencies" for transactions with U.S. ex­
porters and importers, therefore, can only be arranged in a roundabout 
fashion. The balance has to remain outstAnding in the name of a resident 
of the country which holds the claim, even though it is "transferred" to 
a U.S. exporter. 2/ The n~minal holder of the balance agrees, however, 

2J 

It should be noted that the "debtor country", in this context, is the 
country which owes a debt to a bilateral partner. It is not necessar­
ily synonymous with "net debtor country". _Under many bilateral r,e.yments 
agreements (i.e. those which provide for ·accounts to be opened in each 
partner country), there usually exist claims and debts in both direc­
tions, the net position being determined by compensation of the accounts 
concerned. Although, at any given moment, there can only be one net 
creditor and one net debtor, each country may be, at the same time, 
both the other's debtor and creditor with respect to individual ca.l­
ances before compensation, 
It follc-Ms from the above that 11 the country which holds the claim" 
is not necessarily the net creditor, 
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to act as the agent of the U.S.· exporter, and', subsequently, of the · u.s. 
importer to whom the bal ance is sold at a discount. The latter can only 
~ischarge his d-ebt in soft currency v'ia the payments instruction which 
the nominal holder will give on his behalf to a bank in the debtor coun­
try. ·rn practice, all parties may act through the intermediary of one · 
person, who acts as a link between the non~nal holder and the U.S. exporter 
and importer. 

Various dealers who act ·as intermediaries for this type of transac·­
tion, . issue lists of ·quotations, showing the discounts at which agreement 
currencies are being negotiated. · In this connection, "agreement currency" 
stands for "a payment through the bilateral agreement bet1,10en X and Y 
(expressed in whatever currency is used in that agreement as currency of 
account), ps.yable by X to Y", or npayable by Y to X", as the case may be. 
"Discount quotation" stands · for the percentage of discount of the clearing 
currency, so defined, as compared with the relevant currencyfs official 
rate in terms of d0llars. 

It should be emphasized that an agreement currency is identified 
££th by the contractual payments relationship between two bilateral 
countries, ~g by the direction in which the ·payment will be made. If 
a quotation shows a certain discount for "clearing dollars, X to yn, it 
means that X ts importing dollar goods against payment in soft currency, 
whilst Y is similarly exporting its goods to the U.S. If the quotation 
.is for "clearing dollars, Y to X", it indicates that Y obtains dollar 
commodities , whilst Xis doing the exporting. In practice; both quota-

. tions (referring to the same bilateral payments agreement, but applying 
to oppnsite directions) may occur side by side. The economic significance 
of simultaneous quotations for payments in opposite directions will be · 
explained l ater. 

It is evident that a ··market where agreement currencies are traded 
under the above conditions, cannot normally be considered ·a free exchange 
market. A cleari.ng currency which ts traded at a discount quotation, is 
nnt just another quantity of effectively ciJ·culating international pur­
chasing power, but it re~ains a book claim, l~cked up in a bilateral 
agreement, and usually ins·eparable from the commodity transactions which , 

1 
acc 0mpany it on its somewhat unorthc:dox excursion through a third country .b 

The conditions under which a bilateral country, B, may be willing 
to part with a claim on partner ·country A, will be determined by the 
general restrictiveness of BI s dollar import regime, . by the tJpe and 
price of th~. particular d~llar goods which it may want to buy against 
so:('t currency, and by the position of its bilateral _pay.ments agreement 
with A. The last factor may exercise its influence In an indirect way, 

j]_ The above does not fully apply to transactions with a dollar country 
financed in transferable sterling, since sterling balances can, in 
fact, circulate without hindrance among non-dollar countries. 
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i~asmuch as B may decide more easily to buy non-essentials (presumably 
at a .- higher price in its own currency) if its claim on A happens to be 
excessively large. The effective discount, resulting from these con­
siderations, must be such as to enable a U.S. importer ,,.,jo buy certain 
commodities in A on an attractive basis. ht the same time, A mu~t be 
willing to approve nr to tolerate those gocds to be exported to the UeS. 
against soft currency. Alternatively, the- transaction must lend itself 
to be disguised in such a way as to evade Als trade or prescription of 
currency regulations, if the latter should not be willing to cooperate. 

It may take considerable time and ingenuity to arrange these trans­
actions, and to bring all parties together at the right moment. Normally, 
Cfs goods will not be shipped td B, and the transaction between C and B 
will not be regarded .as closed, unless the transfer from B to A has been 
effected and confirmed by the recipient bank in A. As a consequence, 
there is no way of foretelling whether a special transaction will turn 
out to be feasible, and what amounts it will involve. If one trar.saction 

.has been approved nr secured, the value of the other transactinn will have 
to match the amount of the bilateral balance used in the first one. In 
addition, traders may find it difficult to reach agreement on prices and 
other conditions, especially since prices will be related to the discount 
for the agreement currency in terms of dollars, and the latter may only 
be determined in the final stages of the negotiation. 

In practice, therefore, the markets for "cheap" bilateral agreement 
currencies are Ukely to be narrow and erratic, and quotations may be 
intermittent. 1/ Unless inf~rmation about the underlying transactions 
happens to be available, it is difficult to judge the economic importance 
of any quotation that may from time to time be published. The discount 
allowed on a certain inconvertible currency, held in a bilateral account 
with another country, does not necessarily reflect that currency's real 
purchasing power in .terms of dollars. 

It should, furthermore, be noted that not all discount quntations 
which may be obtained are "cheap-currency" quotations, arising under a 
case (3) transaction. Some are theoretical calculations, in terms of 
dollars, of soft currency premiums, established by case(~) or case (2) 
transactions, which do not involve the sale of inconvertible balances 
by a U.S. exporter t~ a U.S. impnrter. 

From the point of view of the soft currency importr· g country, a 
case (3) transaction gives rise to a "switch import 11 • 2 Since the 
customs officials are frequently able to check the country of origin, 

ii 
y 

Again, this does not apply to "cheap" quotations of transferable 
sterling. 
The term "switch import" is used to indicate an import of dollar gocds 
into a soft currency country ·against payment by the importer in a non­
dollar currency, i.e. via the account of a bilateral payments agree­
ment. Similarly, the term "switch export" denotes a transaction in­
volving an export to the d~llar area against receipt by the exporter 
of~- clearing currency instead of dollars. 
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particularly r,f .some· staple commcqities and of u.s. finished pro?-ucts~ 
it would seem that a snft curr·ency country can exercise some·:contrr-ls 
over · these imports. In addition, it woulct seem unlikely that a.n :· auth~ 
orized bank in the impC"rting . c1lintry should · "sell" a bilateral ·balance · 
to a U .s. exporter (in · clear conflict with the rules of the bilateral · 
payments agreements concerned), if the central bank of' · the importing · · 
c,-.,untry was known t,,., be opposed to such monetary dealings~ Countries 
may, however, permit •or tolerate such imports, · since they make possible 
the purchase of certain types of c~mmodities for which dollars would · · 
nC't normall y be made available. Furthermore, as noted above, the auth­
orities may tolerate, -or even stimulate,· these import ·transacticns, if .. · .. 

· they are anxious to reduce large .bilateral~ creq.it· balances • . 

From the point of view of the soft currency exporting country, these 
transactions ·involve "switch exports" to the ·dollar area against _re·ceipts 
in clearing currencies instead of · dollars. In exceptional cases, ·the 

.• authorities may be inclined to permit or tclerate such switch experts, 
. ·e.g., when the transactions result · in exportation of commodities which are 

hard to ·sell against prevailing urices and at the official rate or" exchange. 
However, exports to the chllar area against payment · in clearing cur·rencies 
often take place against the wishes of the authorities iri the exporting 
ccuntry. Available information indicates that · the authorities have often 
f0und it difficult to check such export transactions. From the point of 
view of the trade and exchange control of the exporting country, the goods 
may be shipped to a country with which a bilateral agreement is in f orce; 
the shipping ·papers may indicate a port in the bilateral partner country 
as destination, . and payments are received · via the clea~ing account w:i.th the 
partner country. After · the goods have left the port . in the exporting 
country, however, the original shipping papers may be revised, or replaced 
by new ones to indicate a P'"'rt in .another country, e·.g., the United States, 
as de.stination. The authorities in the l ~:-porting country may exercise 
some control by impnsing an~ post -check requiring a certificate of land­
ing, nf consumpti0n rr ~f customs clearance to be sent fr0m the bilateral 
partner country. This has ·been attempted in particular where important 
national exports such as wonl,' coffee or silk wererepe.atedly switched to 
the United States. Even in such cases, ~ post control m~;r be difficult 
to implement, since, in order to be effective, it must be applied to many 
individual transactions, and since, in addition, falsification of ·documents 
may take place. · 

· Transactions of the kind discussed · here may be, but are not · necess­
arily related to any attempts at reducing outstanding agreement balances. 
In fact~ as is indicated in a later section, there appear to be many cases 
in which the transactions have the effect of -increasing rather than reducing 
the agreement balance 'held -by a net creditor country. · When scarcity con­
ditions preyail for certain dollar goods and importers in soft currency 

· countries are willing to pay premi~ pric~s, or when U .• S. exporters are · 
·· trying hard to dispose ·of certain goods for which world market conditions 

are 'highiy competitive, dollar exports may go to countries even when they 
a.re not in a net · _creditor _ position . under the bilateral agreement .v:ia. which 
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the payment is made. Once clearing currencies are in the hands of s U.S. 
exporter, he will try to dispose of them by selling them tn a U.S. impor­
ter. The U.S. importer is willing to acquire clearing currencies when 
the discount enables him to purchase soft currency gonds at a price suffi­
ciently Mropetitive to make a sale in the U.S. market possible. Although 
such cases may inv':>lve imports into the United States, which would otherwise 
not have taken place, the importation may actually be from countries which 
are already in a net creditor position under the bilateral agreement oon­
cerned. 

Nature of Markets for Clearing Currencies 

Since about the middle of 1952, the clearing currencies 0f various 
bilateral agreements have from time to time been quoted at a discount in 
dollars in a number "f international trading centres, :r;articularly New 
York. The New York market has probably been the most active one for t~e 
negotiation of clearing currencies. This may be explained fr~m the fact 
that, as noted above, most triangular transactions in case (3) involve 
hard currency countries, of which the United States is the most important 
trading nation. Due to the contacts existing between traders and inter­
mediaries engaging in triangular operations, the quotations for clea.d ng 
currencies given in New York frequently apply also to those transactions 
organized elsewhere and sometimes carried out wi-:.h hard 01-1rrency countries 
other than the United States. 

Each discount quotation in the market usually arises as a result of 
two commodity transactions carried out in comrinatiN1 by one or more 
traders, with the twn agreement countries concerned. For instance, a 
discount quotation in New York for the "Argentine-German clearing dollar, 
payment to Argentina" results from the negotiation of a certain amount of 
these clearing d0llars between a U.S. exporter who has received them -\n 
payment for goods shipped to Germany, and a U.S. importer who wants t~ 
purchase them at a discount as a means nf payment for imports from Argen­
tina. The two commodity transactions - i~ this case the import of goods 
from the United States into Germany and the export of go0ds from Argentina 
to the United States - are usually carried out at approximately the same 
time, unless an exchange broker is willing to take the risk cf holding the 
clearing dollars. Thus, before the clearing currencies are nego~iated, 
two c0mmodity transactions must be arrangedi/nd usually effective r,ayment 
through the agreement must have been made. -

1/ It happens quite frequently that a discount quotation is given for a 
clearing currency with the connotation llbid wanted" or "offer wanted". 
In such cases clearing balances have n~t yet been negotiated at the 
time the quotation is published, since either the import or the export 
transaction with the United States must still be arranged. · However, 
these quotations indicate the approximate discount at which traders 
are willjng to purchase or . sell the clearing currency against dollars. 
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Although .in most cases where clearing currencies are quoted at a 
disc0unt, t,he .relevant _negotiation takes place between traders in hard 
currency countr ies, traders in soft currency countries .rray sometimes be 
involved· in such negotiations. Thi's may, for instance, tak~ place when 
the resale to the · United States of commodities originating in one partner 
country by traders in the other partner country is facilitated by special 
measures in the latter, such as a retention arrangeme'nt for the dollar 
proceeds from such transit sales, or a free market in which the clearing 
currency is negotiated at a discount. Instead of selling the commodities 
to the United States themselves, the traders in the agreement country may 
dispose of their clearing currency balances by selling them at a discount 
to U.S. traders, who in turn use them to pay for commodity ·imports from 
the other partner country. 

Factors Influencing Supplv and Demand for Clearing Currencies 
Used in Trade with Hard Currenc:v Countries 

The su~ of clearing currencies in t ~e New York market, i.e. the 
amount of clearing balances received by or offered to UoS. exporters in 
payment for d'1l lar goods, is dependent _on a. combination of factors, .the 
most important of which would seem to be the general conditions favoring 
switch imports into non-dollar countries, and th~ willingness of Un,ited 
States exporters to accept such clearing balances in p:iyment for their 
exports. 

The effective dems.nd for switch imp~rts in soft currency c0untries 
is related, first, to the scarcity conditions for dollar goods prevailing 
in these countries, to the extent to which bilateral _clearing currencies 
are available for making payments for such goods, and , finally, to the 
attitude of the authorities concerned toward switch imports . As -pre-
viously stated, the authorities, when opening the door to switch imports, 
may be .motivated by monetary or by commercial considerations. If a c~un­
try holds relatively large credit balances under some or ·.several of its 
agre~ments, and at the same time maintains dollar r~strictions, the 
authorities may be inclined to see some of the holdings of clearing cur­
rencies used for switch imports of dollar goods, for which importers will 
be inclined to pay premium prices. The type of dollar imports which a 
country ean arrange on a switch basis, is determined by its eagerness to 
divest itself of some of its bilater~l claims (i.e. by the discount it is 
willing to accept for that purpose), and by the restrictiveness of its 
direct dollar imports. The latter factor will largely indicate what 
categories of dollar goods can be sold in its market at prices whose 
premium corresponds with the discount ·at which its bilateral currency 
holdings can be disposed · of. 

It may also be that a country, when allowing switch imports, pri­
marily looks for commercial advantages, and only uses a bilateral payment 
channel as a -means to that end. Under those conditions, a country nay 
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even offer tJ pay in a bilateral currency in which it already h~lds a 
short position, thus increasing its dollar impnrts at the risk ~f can­
plicating, or perhaps c~mpr0mising, the bilateral relatirnship ccncerned. 

The willingness 0f U .s. exporters t...., accept clearing currencies in 
payment f')r dollar g~~ds will, t o an important extent, depend 0n t heir 
familiarity with this method of conducting business, and on their ability 
to dispose of the clearing balances which- they obtain, to U.S. importers 
or t o middlemen. As previously explained, this method, although it may 
be pr')fitable, cannot always be arranged promptly and smr0thly. In gen­
eral, the larger the discnunt at which clearing currencies are negotiated, 
the easier it is for the U.S. exporter to dispose of t hem, since a larger 
disc~unt will enable the U.S. imp~rter to purchase larger quantities or a 
greater variety nf goods in the agreement C')untries crncerned. H0wever, 
even if the U.S. exporter has some difficulty in disposing of clearing 
"bs.lances, he may be willing t o accept them when he has trouble selling 
abroad as a result of stringent dollar restrictinns nr of excess supply 
conditions in certain world cnmmodity markets. 

The demand for clearing currencies in the New Y~rk market arises 
frnm U.S. importers attempting t o make purchases fr0m bilateral agreement 
countries against :p;i.yment in clearing currencies, and/er s~ft currency 
exporting countries willing to approve m- tolerate or nnt being able t o 
prevent switch exp0rts. When exports to the United States frmi the soft 
currency countries are over-priced, U .s-. impnrters may be able to pur­
chase such goods only when they receive s0me price c"ncessicm, which rw.y 
take the form of a discount against which they can purchase clearing 
balances to be used in imp0rt ps.yments. 

In IDf)St cases, it would seem that case (3) transactions ririginate 
in the bilateral importing c~untry, either because it has a strrng demand 
fl')r dollar gof"\ds, r.r because it wants to liquidate an excessive bilateral · 
claim. The corresponding switch exports fr~m the other bilateral c0untry 
would, under th0se c~nditinns, result from the fact that the United States 
imp0rter is being 1ffered balances in cheap agreement currencies arising 
from the :p3.yment of switch import s intc the country h~lding those calanoes. 
Althnugh bilateral agreement countries usually 0ppose switch exp~rts t~ 
the dollar area, they may, as noted previously be permitted or tolerated 
in order ta pr~mote the sale of nver-priced exports, nr, in exceptional 
cases, to help towards reducing excessive debtor balances, which the 
cnuntry c~ncerned does n0t manage to :p3,y off ntherwise. 

The Level of Disc~unts for Clearing Currencies 

Some idea 0f the actual discnunts at which ~~earing currencies are 
neg~tiated between traders in dollar countries, 1/ may be obtained fr~m 
the qu0tations for various agreement currencies available in the New Y~rk 

V Or between traders in a dnllar country and a bilateral agreement 
country (see page 18). 
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market sinoe about 1952 • . Clearing curren~ies of about fifty bilateral 
agreements have been quoted, some only nccasionally but many others more 
frequently. 1/ Some general conclusions have 'been drawn · from quotations, 
available on about June 1, 1953, and June 1, 1954; the results are pre­
sented in some detail in Appendix .I. 

As noted previously, dealings in clearing currencies are closely 
tied to the underlying commodity transactions. The discount qu0tations 
available for various clearing currencies should theref0re be interpreted . 
with care. Each quotation may reflect the market conditions for one er 
only a few commodities which were involved in the trade transactions con­
cerned. They may not be indicative of the general scarcity conditions 
for dollar goods, prevailing in the domestic market of the soft-currency 
importing colJiltry, or ·of the extent to which goods from the soft-currency 
exporting country are ·generally over-priced. The discount quotations 
for an indivi dual clearing currency may indeed change rapidly with the 
market conditions for one ·or more of the commodities involved, or when 
the trade transactions which underly the negotiation of clearing ·curren­
cies, come to involve different commodities. 

In general, the discount for a clearing currency reflects the fu~crt 
premium in the soft currency country, i.e. the premium which the importer 
pays in his own currency for the dollar grods involved~ The discount can 
be in excess of the impnrt premium only, if the U.S •. exporter lowers his 
normal dollar price and absorbs pa.rt of the higher cost to the soft cur­
rency importer, . connected with payment in clearing currencies. On the 
other hand, the import · premium may exceed the level ~f the discount in the 
New York market when the importers in the soft currency country manage to 
make profits which are not fully absorbed by the loss on the sale nf the 
bilateral balances involved. The discnunts for clearing currencfes · will 
tend to go down when the import premiums fall. When dollar ccmmodities 
in the domest.ic · market of the n('ln-dcllar importing country beccme less 
scarce, as a result nf relaxation of · d0llar restrictions, large-scale 
switch imports in the pa.st, or other factors, import premiums and discounts 
for clearing currencies, used in payments for switch imports int·o the 
country concerned, will tend to decrease. · · 

~hese observations are to some e~tent borne out by the-actual be­
havior of the discounts for a number of different clearing currencies 
in June 1953 and June 1954. At both times, the discounts for clearing 
currencies used in ~ymenta for switch imports into countries where 
dollar restrictions had cea sed to be very severe, were considerably lower 

ll Some sources give quotations for many more bilateral agreement 
currencies, but it would appear that the ~nes selected for study 
in this pa.per are the more important ones representing the bulk 

. of triangular tran~actions involving trade and/or payments under 
·· . bilateral agreements. 
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than those f~r countries where stringent restrictions subsisted, For 
instance, while in June 1953 discounts for clearing currencies used in 
switch payments by Belgium, Germany and the Netherlands did not as a rule 
exceed 5 per cent, those -for switch imports into, e.g., Austria, Brazil, 
France, Denmark and Yugoslavia were 10 per cent or higher. More('ver, in 
June 1954 discounts for clearing currencies were generally belrw th~se f~r 
June 1953, exceut that the discounts for clearing currencies involved _iL 
switch imports int0 Brazil and Sweden stayed at approximately 10 per cent, 
and those for Japan increased frr1m 6 t o 10 per cent apprr1ximately • Die­
counts relevant for switch impnrts into Belgium had fallen 0n average frcm 
5 to 2.5 per cent, and those f0r Germany from 6.5 t0 4.5 per cent. 

Where more than one clearing currency is used in payments for switch 
impnrts by traders in the same onuntry, the disc nunts for the vari("'IUS 
currencies frequently sh0w considerable differences. Such differences 
may, of course, have no other implications than that individual transac­
tions involved vari~us imp~rt commndities for which internal market con­
diti0ns in the s0ft currency country were considerably different. In 
June 1953, however, there were a number of countries whose traders were 
purchasing switch imp0rts, both with clearing currencies in whfoh the 
countries had a net creditor position, and with currencies in which they 
had a net debtor p,'!siti -:>n. It appeared that for practically all of these 
countries, namely, Austria, Brazil, Finland, France and Japan, the discounts 
tended to be considerably higher f 0r currencies in which the imp0rting 
country had a net,qreditor p~sition than for those in which it had a net 
debtor position. li These differences would seem to indicate that switch 
imports against currencies of which the importing countries had a surplus, 
involved commodities which were generally scarcer in their domestic markets 
than those imp0rted against payment in currencies in which the ccuntries 
had a debtor position. T~ scme extent, this may reflect the attitude of 
the authorities in the countries concerned toward the use of clearing 
currencies in payments f 0r imports from the United States and other hard 
currency countries. It would seem that where currencies were used in 
which the 1mp~rting country had a net debtor p~sition, the ccrran~ditiesinrolvai 
tended t~ be th~se which were regarded as mere essential and for which 
the imp-,rt premiums were lower than in the case nf luxury gt:<"ds. On the 
other hand, where the imp~rting countries had a net creditor position in 
certai 1 currencies, the authorities concerned may have been more eager to 
dispose of their holdings, nr, alternatively, if the bilateral debtor 
country was in over-all balance of payments difficulties, they may have 
f ~und that· they could only find a market for their h<'ldings if they agreed 
t'1 accept a larger discount, As a consequence, a greater variety of 
commJdities? including luxuries fetching relatively high premiums, tended 
to be imported in this manner. . 

1/ Five other c0untries whose traders appear t~ have purchased switch 
imp-1rts with more than nne agreement currency were either in a net 
debtor or in a net creditor position under all of . the agreements 
c6ncerned. The same was true for nine out of twelve c~untries whose 
traders appear ~o have purchased switch imports in more than one 
agreement currency in June 1954. 
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The level of the discount for a clearing currency must a-ls~ reflect 
the extent to which comm0dities sold to the U .s. by the nc-·n-df' llar expert­
ing country concerned are Qver-priced. These discnunts may indeed reflect 
high cost-price levels in individual agreement countries t internal m:·1.rkets 
generally, or in particular c(')rnmndity sectnrs. Where an agreement coun­
try's export commodities tend t~ be over-priced, a U.S. imp~rter pu:chasing 
them against payment in clearing currencies must be able to obtain these 
currencies at a sufficiently high discount to make switch exp< ,rts fnm the 
agreement country possible. If the discount is tc-c lcw (e.g. as a result 
of importers in the other partner cnuntry willing t o .purchase at cnly 
relatively small discounts), there will be a tendency to shift tc expert 
commodities which are more competitively priced. If that cann~t be dcne, 
the ·transac~:i,ons become more difficult to arrange, and will eventually 
disappear. 1/ 

If high cost crinditions are sufficiently widespread in _a bilateral 
ccuntry, it may be expected that high internal nrices will prevail fer 
certain import gr.eds as well as for export goods. Thus, there are many 
individual -cases in which the discounts .for clearing currenctes used in 
payment for switch exports and those relevant for switch imports (i,e., 
for payments to be made tc that country, ._ and for payments to be made hy 
that country) are both relatively high. From the discount quotations 
for June 1954, it appears, for instance, t hat both switch exports f~o:rr. 
and switch imports into Brazil. and Italy involved discounts of approx:in:.ately 
10 per ·cent. In most cases where discounts relevant for switch exp~rts 
and . imports of the same agreement country were availablA, they tended t o 
be close together. In countries -where cost-price .conditions are generally 
not far out of line -with those in hard currency countries, b0th types c.f 
discounts tend to be low, e.g., Belgium, where the clearing currencies 
involved in switch exports and imports were at a discount of approxinately 
2 per cent in June 1954. 

Cn tee other hand, there are cases where there is a relatively l arge 
difference between tr.e clearing currency discc-unts relevant fc,r switch 
imports and those for switch exports of the same country. Fer instance, 
the discounts quoted in J~ne 1953 showed such relatively large differe~ces 

1/ Tt'.is seems to have occurred during 1954 as a result of the decline :tn 
the discounts quoted fo.1." a number of clearing curre·ncies in Ne-,.r Y ~rk , 
It is understoc;d -that some firms, specializing in this ty:r:;e cf trade, 
attempt to continue operations under a l cwer discount by ocmbiting the 
impnrt and export transactions which otherwise might _have been carried 
out by tw~ ·or more traders separately. Some savings are achieved in 
this manner since in this case no clearing 1:alances are negotiated be­
tween exchange qrokers and traders so that the trading firms cc~cerned 
do not ·have to pay fees to brokers. In addition, it appears _that ·in 
most individual cases these --s0-called package deals invclve sufficiently 
large volumes )f commcdities to .make the transactions worth -while even 
b.-t a smaller disparity in prices · (for the g( ,ods concerned) between the 
United .-States and soft currency countries. · 
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f)r Argentina, Italy, Spain and Uruguay. Large variaticns in internal 
market conditions fJr the commodities which happen tn be involved in these 
deals may be responsible for such differences. They nay alsc arise from 
the fact that while a c0untry's export prices are generally ccmpetitive, 
it may still maintain severe restrictions on certain luxuries which fetbh, 
theref~re, relatively high premiums. Moreover, when imp0rts into cne 
partner country can be switched at a relatively high discount, it may cccur 
that the clearing currencies concerned can be obtained by U.S. impcrters 
for making payments t0 the other partner country at a disc0unt which dces 
not necessarily reflect the exporting c~untryts cost level. 

Volume of the Transactions and their Effect on 
Bilateral Agreement Ba.lances 

Although no accurate estimates can be constructed, s~ille general 
remarks may be made about the fe.ctors which tend tn influence the total 
value and volume of cnmmodity transacti ons ~nvolved in triangular opera­
tions,, As has been indicated above, a decline in the discour..t at which 
a clearing currency is negotiated may make the underlying transactions 
more difficult to arrange. In turn, the development on a large scale of 
triangular operations involving the same bilateral agreement may bring 
about a fall in the disc~unts for the clearing cu~renoy aoncerned. Between 
1952 and 1954, the discounts for various clearing currencies have fallen 
significantly, while it appears that for some of them the "market" also 
tended to become less active. It may well be that during that perioa the 
underlyi'ng transactions have declined in total value, i:articularly where 
there has been a reduction in the credit balances held under the agreements 
concerned. On the other hand, in some cases, traders may have found it 
possible to c~ntinue the transactions, despite a decline in disccunts, cy 
organizing so-called i:ackage deals, not necessarily involving negotiatiot 
of clearing currencies (see fo0tnote on page 22). The commodity trans­
actions in these aeals are essentially of the same nature as those for 
which clearing currencies are negotiated between traders in hard currency 
countries. · 

Despite a general downward trend between June 1953 and June 1954, 
certain discount quotations remained relatively high, or even increased. 
This is particularly true for a number of bilateral agreements of coun­
tries with relatively high domestic cost levels and/or intensive dollar 
restrictions. In these cases, there remained some scope for the crgani­
zation 0f switch impcrts and switch ex~0rts. It dces not follcw, however, 
that the clearing currencies of all bilateral agreements with high-cost 
countries are regularly involved in triangular operaticns. Those ccuntries 
which have large bilateral debit balances in several payments agreements, 
and where internal market conditions are s~ill r3latively favorable to 
switch trade, do not represent a large part of the total demand and supply 
of commodities that may be transacted in triangular operations. Fer those 
clearing currencies that do get involved, it would seem, in fact, that 
periods of relatively intense market activity are frequently followed by 
perkds in which few, if any, operations take plac,_. 
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The cr,mmodity imports and exports involved in these triangular 
operati0ns can only to a very limited extent, if at all, be distinguished· 
in the trade statistics 0f individual countries. Uni·~ed States tr&de 
statistics do not, for instance, single out imp0rts (and experts) for 
which payments are made in clearing currencies. As may be seen frfll} 
the answers to the Questionnaire ~n Transit Trade and Switch Trade, 1/ 
~nly ·a few countries assemble statistical data on transit trade licensed 
by the authorities. But ev-en where such data are available fer transit 
trade in coIDinodities originating in partner countries to bilateral agree­
ments, they dn not give an accurate picture of t he scope of the triangular 
transacti~ns under discussion here. As noted above, these transactions 
are not necessarily transit trade, and they may appear as direct trade 
frrm the pnint nf view of individual countries. M0re0ver, where transit 
trade in commodities purchased in agreement countries is recorded in a 
c0untry's trade statistics, the transactions represented d~ not necessarily 
involve negotiation of clearing currencies at a disc ount. Finally, 
transit trade transactinns may be carried out without the knNledge of 
the authorities of the countries concerned • . Thus, as far as available 
trade statistics are concerned , it is virtually impossible to distinguish 
transit transactions which do involve "cheap clearing currencies" and 
those which do not. 

In view ,-,f these limitqtions, the statistical .material that is 
available in a few cases should be interpreted with care. Some illustra­
tions are gi ven for Germany, Japan and Denmark. German trade statistiua 
dist~nguish between imports by countries of origin and imp~rts by coun­
tries t0 whi ch payments are madeo Imports irito Germa.ny of g0ods o~igina­
ting in doll ar countries exceeded thos~ for which payments were made t o 
dollar count ries by $156 million in 1952 and $173 million in 19530 · The 
bulk of these dollar ccmmodities -was probably purchased against pa.yme~t 
in ERJ currencies (including sterling) arid did not involve clearing cur­
rencies which are of a strict:i_y bilateral nature. However, some of the·se 
imports may well have taken place against payments via cne or more of 
Germany's bi lateral agreement accoun~~- This would seem t o be supported 
by the fact that for five countries 2J with which Germany has bilateral 
agreements, imports into Germany which originated in these countries fell 
short r:,f commercial payments which Germany made to these countries. In 
1952 this differe~ce was $26 million, or about 8 per cent of commercial 
payments to the agreement countries concerned; for 1953, these figures 
we·re ·$32 million, or ab0ut 11 per cent. This would seem to indicate that 
in the case 0f the bilateral agreements with the cnuntries concerned, 
Germany ma.de plyments via the clearing accounts for significant~a,rncunts 
of goods not originating in the respective r,artner countries. 2/ 

SM/54/45. · 
In 1952 these countries were: Brazil, Uruguay, Spain, Finland and 
Yugoslavia. For 1953, Uruguay should be omitted. ; 
Due to leads and lags between trade and payments, the amcunt of such 
payments does not necessarily equal the above figures of $26 million 
in 1952 and $32 milli~n in 1953. These figures would represent a min­
imum when goods originating in the agreement countries concerned were 
als0 purchased via third countries. It sholi' .G. be noted that imports 
originating in Argentina exceeded commercial payments to Argentina by 
$22 million in 1952 and $21 millicn during 1953. 
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In the case of Japan, import payments via bilateral agreement accounts 
for goods not originating in the respective partner countries amcunted 
to ~25o0 million in 1952, and $15.2 million in 1953. It would seem that 
most of these imports involved Japa.nts bilateral agreements with Indonesia, 
France, Germany, Netherlands and Sweden • . Sa.le of third country goods :by 
Japan, with payment being received via clearing accounts, amounted to $0.7 
mi~lion in 1952 and $5.8 million in 1953. Y 

Danish statistics also give some impression of transit operations 
involving payments via bilateral clearing accounts. 2:7 Resale by Danis~.1 
traders 0f products nriginating in certain bilateral agreement countries, 
namely Argentina, Brazil, Finland, Spain and Yugnslavia, to third countries, 
amounted _to $1 million in 1952, and $0.5 million in 1953; resale of Finnish 
and Argenti~e products made up the most important part of these transac­
tions. These agreement countries also purchased products originating in 
third countries via Denmark, . amounting to $7.8 million in 1951 and $2.3 
million 'in 1953. Furthermore,. it appears that some imports into Dentr.ark 
originating in countries with which Denmark has a bilateral agreement, 
take place via third countries. For instance, during 1951, imports via 
third countries amounted to $3.2 million for Argentine goods, $2.5 million 
for Brazilian and ~n.6 million for Spanish goods. In 1952, these figures 
were ~~6.2 million for imports originating in Argentina, and $1.3 million 
for products originating in Spain. It seems that Switzerland and France 
were important intermediary countries for Danish imports f'riginating in 
Argenti~a, and the United Kingdom for imports of Brazilian and Spanish 
prod11cts. 

Effevt nn Countries' Bilateral Agreement Balanc$S 

In the absence of complete information about the volume and value 
of triangular operations, no accurate estimates can be made of the changes 
which they cause in existing ·oilateral agreement positions of the countries 
involved. The various discount quotations in New York indicate which 
bilateral partner makes payments through a particular bilateral agreement, 
and which partner is receiving them. For instance, the transactions under­
lying a discount· quotation for Brazilian-Italian agreement dollars r,ayable 
to Italy - involving exports from Italy to the United States and import 
of dollar goods into Brazil - result in a credit in favor of Italy on the 
Brazilian-Italian clearing account. Depending on the net agreement posi­
tion at the time the transactions took place, tte switch exports from Italy 
may have decreased Italy's net bilateral debtor position under the agree­
ment or increased its net creditor position. All that can be inferred 
from the discount quotation is the direction in which the agreement posi­
tinn moves as a result of the underlying transactions, the actual change 
being determined by the magnitude of the transactions. 

1/ See SM./54/45, page 52. 
2/ See SM/54/46, page 41. 
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In certain cases, there occur simultaneryus switch transactions in 
both directions. In the example given f?r the Brazilian-Italian agree­
ment, this would be reflected by t'Wn quotations for the -Brazilian-Italian 
~greement dollar, not necessarily equal, one for am0unts payable · to Italy, 
and one for amounts payable to Brazil. Underlying ·the second quotatio~, 
would be a transaction involving imports into Italy. of dollar . goods, fin­
anced with clearing currencies originating from payments for exports from 
Brazil to the United States. When there .are two such quotations for cne 
clearing currency, the net effect on the bilateral clearing positir-n of 
each of the partner countries .cannot be told, unless the relative mag~i­
tude of the transactions in opposite directions is known. 

It may be remarked, incidentally, that the existence of simultaneous 
quotations, showing discounts for piyments in opposite directions under the 
same bilateral payments agreements, tends to indicate a lack of cooperation 
or even of agreement. between the two bilateral countries concerned. From a 
monetary point of view, it does not appear to make sense that one partner 
is reducing an 0utstanding balance at the same time as. the other is in­
creasing . it. From a commercial point of view, the combination .of two cheap 
currency transactions in opposite directions produces the result that each 
partner both imports from and exports to the United States at soft currency 
prices. If this result was intentional, it might have been achieved in a 
simpler fashion, each country carrying out its own ·business. The fact, 
however, that the m0re devious and complicated procedure of executing two 
cheap currency transactions is being resorted to, lends credence to the 
thesis that, generally speaking, countries are only actively interested 
in the import part of these transactions, and that the export part is 
usually organized behind the ~acks of the authorities concerned. 

From the discount qu0tations · of various agreement currencies, in 
c-0mbination with the available information about the net position of the 
corresponding agreements, it appears to follow .that the underlying cheap 
currency transactions, taken together, were probably more or less evenly 
di ,rided between those tending to r~d;uce and those tending to increase 
existing net agreement positions. Y . However, in June 1953, the trans­
actions taken together _probably tended. to reduce clearing positions, 
particula:r;ly sinqe various countries at that time were trying to dispt"\Se 
of excess credit balances. 

1/ Although information was not available on the clearing positions of 
partner countries under a11 of the agreements of which the clearing 
currencies were quoted at a discount in New York, -a fairly complete 

· picture could be obtained~ Allowing for short-run fluctuations, the 
bilateral clearing positions of Ar_gentina, Brazil, Finland, Germany., 
Yugoslavia and ·uruguay, at the time the discount quotation was studied, 
could be determined with reasonable approximation. The following 
sources were used: Argentina: Banco Central de la Republica Argentina, 
-- Memoria Anual December 1953; Brazil and Uruguay: Reports on the 
1953 consultations - SM/53/79 and SM/54/29. The ·clearing positions · 
under t he agreement with Germany are publishe·d monthly by the BDL. 
Finland and Yugoslavia regularly inform the Fund of their bilateral 
clearing positions. 
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In June 1953, the currencies of s~me forty-nine bilateral payments 
agreements were known t9 be negotiated at a discount in New Ycrk. ~or 
thirteen of these agreements, the discount quotations indicated transac­
tions in both directions, so that they tended, at least in part, t~ offset 
each other insofar as their effect on the existing agreement p0sitions ~as 
concerned. The quntations for the currencies of the thirty-sµc remaining 
agreements indicates that transactions carried out under seventeen of them 
tended to reduce agreement positinns, while those under twelve agreements 
tended to increase them. For the :·rerraining six agreements, the effect on 
the agreement position resulting from the transactions could not be told, 
since no information was available as to which ~f the partner countries 
held the net debtor and which the net creditor pcsition. 

For June 1954, thirty-five agreement currencies, listed at a dis-
count in New York have been stµdied. · Twenty of these were 
used for transactions· in opposite directions, and their effect on the 
agreement positions· of the COUi.'1tries concerned tended to offset each other. 
Transactions under seven of the remaining agreements tended to increase 
agreement positions, while under eight agreements, transactions tended to 
decrease them. 

The effect of the transactions on existing bilateral agreement posi­
tions may be illustrated in somewhat greater detail by referring to certain 
individual countries. From the discount quotations in June 1953, it may, 
for instance, be said that the underlying transactions tended to have a 
balancing effect on the bilateral clearing position cf Argentina. Switch 
exports from Argentina tended to reduce its net debtor position vis-a-vis 
Austria, Belgium, Denmark, Finland, Netherlands, Norway and Sweden. How­
ever, the currencies of the agreements with Brazil, France, Germany, Italy 
and Japan were used for both switch exports from and imports into Argentina. 
On the other hand, in June 1954, Argentina ts net creditor position vis-a-vis 
Yugnslavia tended to be increased as a result 0f switch exports. Argentine 
traders paid for switch imports via the agreement accounts with Austria, 
Belgium, France, Italy and Sweden, but the effect on Argentina's bilateral 
payments position was at least in part offset by switch exports from 
Argentina with payments via the accounts of the same agreements. HcM­
ever, Argentina's net debtor position vis-a-vis Germany tended to be 
increased as a result of switch imports. 

There appears to be no general tendency in the effects which switch 
exports and switch imports ha<l 0n the bilateral payments position of 
~razil. Judging from the New York quotations in both June 1953 and June 
1954, there were fourteen agreements in the currencies of which switch 
exports and/or switch imports took place. In June 1953, there were 
transactions in opposite directions (i.e., involving switch exports 1rom 
and switch imports into Brazil) against payment via the agreements with 
Argentina, France, Germany, Italy and Sweden. The currencies of the 
other agreements were used only in payment for switch exports from Brazil, 
and their effect on Brazil's existing clearing balances did not tend to 
be offset by payments for switch imports into Brazil. Thus, switch 
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exports tended to decrease Brazil's net debtor position vis-a-vis Belgium, 
Chile, Denmark, Netherlands and Spain, and to increase its net creditor 
position with Austria, Finland, Japan and Yugoslavia. However, switch 
exports tended to reduce Brazil's net debtor ·position vis-a-vis Spain, and 
switch imports tended to decrease its net creditor position vis-a-vis 
Belgium and Greece. On the other hand, payments for· switch imports into 
Brazil, made via the agreements with B~lgium, Finland, Italy arid -Norway, 
had the effect of increasing Brazil's net debtor position vis-a-vis these 
c o.untr:l.e s. · · 

Switch imports of goods into Yugoslavia seem to .underlie all dis­
counts quoted in June 1953 for payments through its agreements with 
Argentina, Brazil, France, Italy and Turkey. The transactions had -the 
effect of increasing Yugoslavia's net debto'r position, existing· at the 
time vis-a-vis these countries. In June 1954, when eight clearing cur­
rencies were listed for Yugoslavia, the effect of the underlying transactions 
on its bilateral agre~ment balances was .more mixed. Transactions ·in 
opposite directions took place in the currencies of a·greements with Austria 

.- -~nd Brazil. Yugoslavia .' s net debtor position with Argentina and ·the 
Netherlands .tend~d, however, to be decreased by switch expor:ts, while its 
net creditor position vis-a-vis Norway tended to be · decreased as a result 
of switch imports. On the other hand, switch imports had the effect of . 
increasing its net debtor position vis-a-vis Greece, Italy and Turkey • 

. The discount quotations given for Finland in ·. June 1953 indicate that 
switch transactions involved imports into Finland rather than switch ex~ 
ports from Finland. They had the effect of increasing its net debtor 
position vis-a-vis Brazil, France and Germany, and of decreasing its net 
creditor. position existing at the ·time vis-a-vis Argentina. In June 
1954, the discount quotations indicated that both switch imports and 
exports took ·place against payment · in the currencies ·of the · agreements 
with Belgium and France. However, Finland's net ·creditor position 
vis-a-vis Argent_ina was decreased by switch imports, while ·switch exports 
from Finland tended to reduce its net bilateral debtor position with 
Germany. On the '?t~er hand, switch exports tended t _o increase its net 
creditor position with Brazil. · · 
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APPENDIX I 

· Observa tif',ns on Discounts ft"lr Clearing Currencies 
Qu')ted in New Y·.)rk in June 1953 and June 1954 · 

In this Appendix, it is attempted to comment in some detail ori the 
discounts which were quoted in New Y0rk for various clearing .currePcies 
0n or about June 1, 1953, and June 1, 1954. 

It has been .explained in the text that there are usually tw') cow­
modity transactions underlying each discount quotation of a clearing 
currency. Thus, in the case of a quntation for Argentine-German clearing 
dollars (payment to Argentina), the underlying commodity transactions are: 
(1) export of Argentine commodities to the United States; and (2) export 
of U.S. comro".)dities to Germany. A 10 per cent discount for the clearing 
dollars indicates that a U.S. exporter could sell a commodity costing 
Ust\;90 for 100 clearing dollars received from Germany. He could then 
sell these clearing dollars for US$90 t o a U.S. importer. The U .s .. 
importer would thus ray US$90 for an Argentine c0mmodity c osting 100 
clearing dollars. 1/ When an exchange br0ker is involved, the disc0unt 
quotation usually refers to the middle rate; at the usual broker's fee 
cf about one per cent, the U.Se exporter would receive US$89.50 for 100 
clearing dollars, and the importer would ray US$90.50 instead of US$90. 

The transacti0ns underl ying the available discount quotations in 
June 1953 involved switch imports from the United States (or other hard 
currency c0untries) into the fnllowing agreement c0untries: Austria, 
Argentina, Belgium, Brazil, Chile, Denmark, Finland, France, Germany, 
Italy, Japan, Netherlands, Norway, S:r:a,in, Sweden, Yug0slavia and Uruguay. 
These same discount quotati0ns would seem to indicate that these switch 
imp0rts were combined with switch exports to the United States (or other 
hard currency countries) from the following agreement countries: Argentina, 
Brazil, France, Germany, Italy, Japan, Netherlands, Spain, Sweden, Turkey, 
and Uruguay. Transactions underlying the discount quotations in June 
1954, invJlved switch imports into the following bilateral agreement coun­
tries: Austria, Argentina, Belgium, Brazil, Finland, France, Gerrrany, 
Italy, Netherlands, Spain, Sweden, Uruguay and Yug~slavia. These trans­
a cti(.'lns involved switch exports to hard currency countries from Aust.:ia, 
Argentina., Belgium, Br~zil, Finland, France, Germany, Greece, Italy, Japan, 
Netherlands, Norway, Sweden, Turkey, Uruguay and Yugoslavia. 

1/ It should be noted that an export c~mmodity, scld for 100 clearing 
dollars to a bilateral rartner country, may at times be cffered to a 
U.S. imp~rter for ·a smaller amount1 if payment is made in effective 
U.S. d0llars. If that price were ~95, it would still be worth while 
for the U.S. importer in the hypothetical case under consideration to 
buy the ccmmodity concerned against a "cheap" currency. 
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The discount qu0tations available for June 1953 and June 1954, have 
been studied: (1) by comparing the discounts in June 1953, applicable tc. 
switch imp~rts int~ individual agreement countries, with those in June 
1954; (2) by comparing discounts relevant for switch exprrts from indi­
vidual agreement countries with those for switch imports into the same 
countries; and (3) by comparing the discounts· for currencies of agree­
ments under which the importing country had a debtor position with these 
under which it was •in• a creditor position. 

_(1) From the data available, it would seem that, for June 1953 and 
June 1954, there -Mere traders in .at least fourteen agreement countries 
purchasing switch imports, payments being made via ·the accounts ,of twc 
0r m~re of its bilateral agreements. In general, the discounts quoted 
in June 1954 were lower than in June 1953. In 1953, there were eleven 
soft curr~ncy countries where importers carried out transactions· involving 
discotmts of 10 per cent or higher; these countries were Austria, Brazil, 
Qhile, Denmark, Finland, France·, Italy, Spa.in, Sweden, Yugoslavia and 
Uruguay. On the ~ther hand, switch imports int0 Belgium, Germany and 
the Netherlands involved discounts fnr clearing currencies in terms 0f 
dnllars of 6 per cent or lower. Between June 1953 and June 1954, all 
discnunts relevant for switch imports into these fourteen countries c3- ·· 
creased, in most cases considerably, ~xcept that for switch imports into 
Brazil -and Sweden discounts stayed at ·approximately 10 per cent on average, 
and that for switch imports into Japan the discounts increased from 6 to 
10 per cent approximately. Fr0m the data available, it would seem that 
in June 1954 .traders in Japan, Spain and Sweden paid import premiums fer 
switch imports from the d~llar area in excess nf 10 per cent. Relatively 
low .discnunts were inv0lved in payments for switch imports . into Belgium 
(2.5), Germany an~ the Netherlands (4.5), and Uruguay (2). 

(2) Fr0m the June 1953 data, it _appears that the discounts relevant . 
for switch exports from and those for switch imports into individual agree­
ment co_untries, were close together in some cases and showed relatively · 
large differences in others. The average discounts for switch exports 
and those for switch import.s -were close together for Brazil, France, 
_Germany and Japan. Large differences ._ occurred for Argentina, Italy, 

·· Spain and Uruguay. The average discount quotation for trans~ctirns 
involving switch imports into Braz_il_ was· 10 per cent, and for transact'ions 
involving switch exports it was 11 per cent. These figures were: f0r 
France, 12 and 10; for Germany, 6½ and 6.; for Japan, 6½- and 5. On tp.e 
0ther hand, for Argentina., the figures were 9 and 16; for Italy, 10 and 
7; · for Spa · n, 20 and '. 7; ._ and .for Uruguay, 14 and 5. . 

On the basis of the June 1954 data, .similar comparisons could .be .. 
made for: Austria, Argentina, Belgium, Brazil, ·Finland, France, Germany, 
Italy, ··Japan, Netherlartq.s, Sw'eden a~d-Uruguay~ It · appears tha-t;; for each 
of these countries, except Japa~, ·switch imports and ~witch exports in­
vr-lved discounts for clearing curre~cies which are close :~ogether,. mo·st 
cases showing less than one point difference on average. , Switch exports 
from and ·switch imports into Brazil-, Italy and · Sweden involved discmunts 
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for clearing currencies of approximately 10 per cent. On the c--ther hand, 
discount qu~tations rQlevant for switch export and switch import trans­
actions with traders in Belgium and Uruguay were approximately 2 per cent, 
and with Germany approximately 4½ per cent. 

(3) As noted in paragraph (1), the available discount quotations 
for June 1953 indicated that traders in fourteen c0untries purchased 
switch imports against payment in one or more clearing currencies. Of 
these fourteen countries, there were twelve where payments for switch 
imports took place through two or more of their bilateral agreements. 
Five countries (Argentina, Belgium, Netherlands, Sweden and Yugoslavia) 
were either consistently in a net debtor or in a net creditor position 
under all of the agreements, through which pg.yments fnr switch impcrts 
were n:ade. However, p:i.yments for switch imports into Austria appeared 
to be made through agreements under which Austria was in a net creditor 
position, as well as in those under which it was in a net debtor position. 
The same applies to payments for switch imports into Brazil, Finland, 
France, and Japan. In all of these cases, the discounts for currencies 
in which the importing country had a net creditor position tended to be 
considerably higher than those in which it had a net debtor positioni 
It has been previously attempted to give some explanation of these dif­
ferenceso 

The above comparisnn could not be made from the June 1954 data, 
since most of the countries (nine out of twelve) for which more than 
two quotations were available, had either a net debtor or a net creditor 
position in all of the ps.yments agreements through which payments for 
switch imports were then being made. 
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I have been asked to speak to you on the subject of bilateral trade 
and payments agreements. As you are · all ,-rell aware, ·re are dealing in 
this field t·ri th a subject that· is of fairly recent· development, partic­
ularly in having any important effects for business· in the United St"ates. 
Al though there are a number of prewar examples of these agreements·, ":re · 
are largely dealing with a development of the last eight or nine ·years. · 
The literature on economic and business practices has only begun to 
deal with these post1i-rar developmen:ts. For the most part, they still 
remain a mass of undigested and. rather disorganiz·ed experience . 

International trade and finance in the United States is based essen­
tially on the operations of a free exchange market and the individual, 
independent decisions of private traders. These conditions do not pre­
vail in most other countries. In other countries, importers must both 
obtain governmental permission to buy certain goods and also governmenr­
tal permission to obtain the foreign exchange with which to pay for them. 
In many cases, the exporters in these countries also need permission to 
sell comrnodi ties abroad. It is this widespread use of governmental 
controls over international trade and finance that leads to the use of 
trade and payments agreements. It is not far from correct to say tl:u:i.t 
if gov.ernments could and would·-give up reliance on trade and exchange 
restrictions over their foreign transactions bilateral trade and payments 
agreements would simply disappear. 

Finally, there is an important distinction to be made between the 
provisions of these bilateral agreements ·which establish the broad frame­
work within which the countries concerned conduct their trade and financial 

J:.! Speech given at the Institute of International Trade, Honticello, 
Illinois, on June 24, 1954. The views er_pressed herein are the 
personal opinions of the author. 
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transactions with each other and the actual business practices of 
individual exporters and importers in the countries concerned who have 
to live with these agreements and the business practices of traders in 
other countries for whom the operation of these agreements may be 
important, particularly in the conduct of the~r own operations with 
these countries. I must emphasize that we, in the International Monetary 
Fund, deal essentially on the intergovernmental level. We hope on this 
occasion to be able to profit from your practical business experience. 

The other speakers who will address you this morning and this 
afternoon are d~aling with some of the specific problems relating to 
the operati on of bilateral trade and payments agreements, particularly 
the uses which may be made of bilateral currencies. I will, therefore, 
endeavor to avoid dealing with these problems, and confine myself more 
to some of the background against which these and other specific problems 
may be viewed. 

It must be said at the outset that much of the difficulty in 
dealing wi t h this subject comes from P+Oblems of nomenclature, that is 
the simple problem that we are dealing with such a ·new set of practices 
that there is not even a common usage in any one country on how to call 
these things. We are frequently baffled by the fact . that the same thing 

. will be called many different names. It is not possible for ~e · -- and I 
am afraid that it is not only a matter of brevity .of time~- to sort out 
and deal with the very many different · types of -bilateral trade· and . 
payments agreenrents. I will try to . deai bri~fiy. with the two p~incipal 
kinds -- bilateral trade and bilateral payments agreements, with some 
remarks on various broader agreements, particularly those of the Sterling 
Area countries and the OEEC countries . . ~erhaps in the discussion _it may 
be possible, if thought desirable, to elaborate ·on some of the other 
varied types . . In practice, it may be said at the outset that these two 
types of bilateral agreements usually exist simultaneously. 

Bilateral Trade Agreements 

A .bi,lateral trade agreement usua.ily arises when two countries, 
eager to exchange commodities with each other, are not sure whether their 
own exports will find access to the markets of the other or whether they 
would obtain the imports from the other_ countries which they seek. Thus, 
for example, if Germany is eager to trade with Pakistan, because of the 
existence of exchange and trade contr~ls which I have previously alluded 
to, Germany would have no way of being sure that the trade and exchange 
controls of Pakistan would not keep out German exports or whether the 
Pakistan export controls would allow the flow of goods which , the German 
importers wished tQ buy from ·Pakistan. Similarly, Pakistan would have 

-~ no way of knowing ... if the German exchange and trade controls would permit 
the desired trade with Pakistan to_ take place. The mutual des~re for 
trade lays the basis ror an international agreement between the :two 
countries. Ea.ch country agrees to a list of commodities which it will 
be prepared to see traded, if, of course, their traders a.re interested 
in consummating the consequent import and export transactions. Technically, 



each country undertakes to issue, upo~ application, the import licenses 
required for the partner cruntry's exports and permit -the export to the 
pa~tner country of its own export products which have been· similarly 
listed. 

These commitments may be unlimited in the sense that each country 
undertakes to allow the import ·and export of any amount its traders wish 
to buy or can sell. On the other hand, they, for payment reasons, 
frequently limit the commodity quotas to magnitudes which do restrict 
trade. We even have cases where the unit price of certain key commodities 
is fixed so that the country is relieved· of its .commitment to_ allow the 
imports of the commodity in question if it is overpriced. Normally, 
these agreements are for a one-year period of · time·, but where deliveries 
of capital goods are involved the period may be longer. 

Thus, · for the most part, trade agreements · are actually found · 
between countries which exercise domestic exchange and trade controls. 
However, trade agreements are also found between soft currency and hard 
currency countries . . That is, between countries with exchange controls 
and those which do -not have them. Usually, the country with· controls 
undertakes to· relax ··1 ts restrictions on imports from the partner · country 
and, in -exchange, the country without controls makes some other form. of 
commercial concession. For . example, Cuba has granted the United Kingdom 
and ·Western Gernia.ny · tariff benefits under such agreements, while Colombia 
has permitted agreement partners to supply _goods which were on a prohibited 
import list. 

Bilateral trade agreements- ·- like the bilateral . payments agreements 
which will be discussed next- - .had their start right ·after the war. At 
that time they were· frequently a means of getting trade started and more 
particularly to obtain scarce commodities from .par·tner countries. 
Usually,they were closely related to some form of over-all national 
planning or programmirig. -~Since then, however, the emphasis has shifted 

• ..-- toward the use of · bilateral trade agreements for the purpose of pushing 
exports. This change did not mean a deviation from the basic principles 

· of trade agre·ements, but · it has had important practical e:ffects·, for 
example, it increasingly caused special quotas for capital equipment under 
deferred payment terms to be included in the agreements concluded between 
industrial and under-developed countries. 

Bil~teral Payments Agreements 

It is typical of bilateral .trade agreements to provide that all 
trade under the terms of the trade agreement shall be financed as spec.i­
f ied by . the bilateral payments .agreement ·.·in force during the validity 

-of the ·trade agre·ement. This close inter-relation between· these two types 
of agreements also reflects the fact that we are dealing usually with 
countries with exchange controls and trade restrictions. These govern­
mental controls over foreign trade and payments have developed largely in 
response to the feelings of countries that they have not had sufficient 
foreign exchange earnings or foreign exchange reserves to allow their o~n 
traders and businessmen to buy abroad on a market basis. Instead, the 
governments felt it desirable, if not inevitable, that their foreign 
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exchange earnings, be rationed according to some principle of essentiality, 
etc. Therefore, countries eager to get imports, but feeling short of 
foreign exchange, entered many different · types of agreements under which 
t r ade could be conducted with a minimum use of foreign exchange, parti­
cularly U.S. dollars or other equivalent convertible currencies. 

Thus, bilateral payments agreements is a name which has been given 
to agreements under which two countries, eager to get trade ·started ·between 
them, undertake to effect the large majority of their settlements with 
each other without the use of U.S. dollars or other · convertible exchange. 
The mechanism is usually controlled by the central banks of the countries 
concerned or special exchange ,offices. For in these countries, foreign 
exchange transactions are funneled into these central institutions. It 
is frequently the central bank or exchange off!ce that is both the seller 
and recipient of all foreign exchange, and the only and the most important 
holder of foreign exchange assets or balances. Private banks may hold 
such balances, but only as agents for the monetary authorities. 

In a typical case of a bilateral payments agreement, two central 
banks open accounts in their respective c1irrencies in each country's name. 
For example, in the case of a payments agreement. between two countries 
with inconvertible -currencies, called Denmark ··and ltaly for convenience, 
the Danish central bank would open an account in Danish kroner in the name 
of the Italian Exchange Control 'Office, and the Italian Exchange Control 
Office would open an account in lire in the name of ·the Dan.ish central 
bank. In these accounts both credit each other with the equivalent 
amounts in each other's currency for purposes of working balances. The 
Italian importer, under the trade agreement, knows ·that he may buy 
certain Danish products and that the nanish ·authorities 'will not try to 
prevent their export from nenmark. The Italian importer then obtains a 
license to import and also an exchange permit. This exchange permit will 
indicate that payments to Denmark must be made in Danish kroner and must 
be made through the agreement account which has been established under 
the payments agreement. The Italian imDorter then purchases the necessary 
Danish kroner in his own currency, lire, of course, at the official rate 
of exchange. The Italian Exchange Control Office, which is the central 
source of foreign exchange, including the Danish kroner, will ask the 
central bank of Denmark to debit its kroner account and pay out those 
Danish kroner to the Danish exporter through whatever commercial ba~k or 
other financial institutions are being used. 

In effect, the Italian Exchange Control Office has been the purchaser 
of Danish foreign exchange made available to it under the payments agree­
ment. From the point of view of the Danish central bank, it has improved 
correspondingly its position through a reduction of its debt in Danish 
kroner and has created Danish kroner which represented the Danish exporter's 
sales proceeds. 
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In a free exchange market it is quite conceivable that these ~anish 
kroner might have ·been ·purc-ha.sed by the Italian -exporter for any currency, 
including dollars, ·and, therefore, Denmark might conceivably ·have ·earned 
dollars from the sale of goods·· to Italy. However, through the operations 
of the Italian exchange control, Denmark is earning Italian lire from 
exports to Italy~-

The Italian lire which Denmark has been able ·to earn can be used 
by Danish importers 'from Italy, and the existence of the trade agre_ement 
reflects the fact that there is a demand for each other's commodities. 
It may readily be seen that, as long as trade between the two countries 
tends to be more or less equal, the payments agreement tends to function 
smoothly. However, in the actual world of experience·, it is not usual 
for the trade of two countries to tend to be equal to each other. It is 
just as likely that, if trade results ·only from market considerations, 
one country would tend to sell more to -the other than it bought from that 
country, and similarly with other internatio.nal transactions. Indeed, 
this is the very essence of what underlines our concern with bilateralism, 
that is, that countries do not tend, on a market basis, to trade with 
e-ach other in equivalent amount, while bilateralism attempts to force 
this equation by governmental measures. Our concern in the postwar period 
has been to establish a multilateral system of trade and payments under 
which it would again be possible, as in the prewar years, for countries 
to use their surpluses with one country to pay for their defici·ts with 
other countries. 

Because of this natural tendency for imbalance in the trade .between 
two countries, one country might well end up by holding re·la:tively iarge · 
balances· of the currency of its partner. Therefore, there is ustially · a 
provision in payments agreements for a limitation to the amount ·of the 
partner currency that any country undertakes to hold. In 'the dase · just 
cited, Denmark was, in effe·ct, giving a ·credit to the Italian Exchange 
Control Office and, thereby, to Italy." Since Italian lire earned in· this 
way are · of -only limited use to Denmark, ·she could not be expecte·d to bold 
unlimited amounts. Therefore, most payment agreements provide a limit to 
the· credit margin ·which may materiali_ze under the payments agreements. 

This ·credit margin usually is available to both partners and is often 
re:ferred to as · ·the "swing."credi t. This sb-called swing margin has been 
one of the key developments in postwar bilateral p~yments agreements, and 
an essential di:fference from prewar practice. Through this mutual 

. extension o:f credit there is avoided the need for . the bilateral balancing 
cf trade between the partner countries in any given period. Because this 
bilateral balancing is not necessary, exporters in the country concerned 
may continue to get paid even though, for the moment, the exports of their 
country to the other is in excess of imports. As long as the exporter 
knows that these credit margins which are beiEg extended by his authorities 
have not been exhausted, he need not fear that his m6neta.~y authorities · 
will withdraw from the agreement and that he will earn obly frozen assets 
by trading with the other countries·. 
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In the well known inter-war clearing agreements, by contrast, 
there was f r equently no provision for such inter-governmental automatic 
credits and at any given time an exporter might find that the partner 
country was not permitting the payment due to him, and his own country 
undertook no obligation to provide him with the local currency equivalent 
of his foreign exchange earning. A "waiting period" which could paralyze 
trade could and did ensue. During this waiting period, the exporter 

· could not be paid out in his own currency until importers in the same 
country had paid in sufficient amounts in that currency to the clearing 
office. 

In addition, un~er postwar payments agreements, over and above 
the swing margins, it is still possible for countries to continue their 
trade with each other, but the excess frequently has to be settled in 
U.S. dollars or other convertible currencies. If the debtor country feels 
short of U.S. dollars or is trying to avoid dollar payments -- a situation 
which bas usually prevailed - - then, the exhaustion of the swing credit 
would usua ly lead to a re .-examina tion of the commitments under the 
bilateral t rade agreements. Either the creditor country could try to 
limit its sales to the debtor country or it could try to buy more from 
the debtor country, or the debtor country could try to limit its purchases 
from the cr editor country while trying to sell more to the creditor country. 

In practice, · combinations of these measures ·at times involving 
both licensing and exchange rate policies, have usually been taken to 
<:Ope with situations ari-sing from the · exhaustion of these credit margin·s. 
To the extent to which these bilateral balances or claims can only be 
used in the partner country -- or in certain specified countries - - they 
encourage the authorities of the credicor country to find ways ·and means 

· of using them. In practice, this leads to· discrimination in favor of 
imports from these bilateral debtor countries and against other potential 
supplier countries. Thus, the discrimination which the U.S. exporter has 
frequently found in the postwar experience has frequently been the direct 
result of the workings of bilateral trade and payments agreements. 

In the pas·t years, it was safe to say tba t these agreements reflected 
the existing desire for imports and monetary difficulties. However, in 
the more i mmediate past, commercial considerations have become increasingly 
important . With exports no longer scarce and imports being increasingly 
offered in all categories of goods, the original motives of obtaining 
needed imports in exchange for exports without expending hard currency 
has tended to become one of pushing exports partly financed through swing 
margins and buying imports as a mea~s of being able to increase exports. 

lflle size of these swing margins has, as a rule, been sufficiently 
large to be of some importance. Originally, these swing margins have 
frequently been established at around 10 per cent of either partner's 
exports to the other, as envisaged in the corresponding trade agreement. 
However, in a number of cases it has been found that these margins were 
too small to take care of seasonal trends or payments on indebtedness, 
and, instead, the percentage bas been raised to 20 or even 30 per cent. 
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To an American trader, accus t omed to a large degree of trade and 
exchange freedom, the prospect of having to engage in foreign trade 
under the limitations of ·a bilateral trade and payments agreement as just 
described might indeed seem onerous and cumbersome, even if it does 
eliminate significant areas of uncertainty and risk. However, it is to 
be recalled that the traders within these countries are already subject 
to all sorts of licensing procedures -and requirements. Furthermore, in 
practice, a trader may be only dimly aware of the technicalities involved, 
since, in either case, his main concern is to get his import or export 
iicense, after which he goes to his bank which takes care of the techni­
calities. Indeed, our experience has been that private traders in the 
countries concerned frequently like to do business with payments agreements 
countries, particularly exporters who find that they have not only 
commercial access to these markets, but that in these marketsthey frequantiy 
obtain higher prices than in other markets. Exporters have even continued 
selling to a payments agreement country that has overdrawn its credit 
margin. At this point, however, the private exporter may well get into 
trouble because he may be told by his own central bank that either he must 
wait for his payment until some new arrangement has· been worked out with 
the partner country, or perhaps given the option of . selling his foreign 
exchange earnings claims, in one form or another, at a discount. This is 
what has happened in the payments relations between Braz~l and Germany. 
Germany had been a creditor and Brazil had overdrawn her credit margin. 
The point was reached where German authorities told their exporters that 
they were not prepared to convert their Brazilian earnings into German 
marks at the comparatively favor able official rate. Instead, the ·German 
exporters would have to discount these earnings by selling them to indivi­
duals who might be willing to buy Brazilian products if they were ·able 
to obtain the Brazilian cruzeiro at di scount or barga.in prices. As noted 
before, whatever the commercial desirability of keeping exports flowing 
to the partner country, the point may be reached where the creditor feels 
it simply canriot afford to pile up further foreign exchange balances of 
limited usabili.ty' and begins to ·take counter measures to protect the 
quality of its foreign exchange reserves. 

The kind of bilateral payment's agreements we ·have been just des ­
cribing is essentially of a so -called two-currency type, i.e., the 
currencies of both ·countries are used in making settlements . Many bilateral 
payments agreements; however, use only one currency. Usually, the one 
currency used would be that of one of the partners. This i s usually done 
because the currency of the other partner i s of very little importance in 
world trade, or may be considered unstable in value, or is subject to a 
system of· multiple exchange rates which make it very difficult to ·conduct 
the kind of settlement and credi t arrangements we have just been discussing. 

The U.~. has arrangements in both the two -currency and the one­
currency type. · Usually, it refers to the two -currency type as monetary 
agreements, and refers to the one-currency type of agreement, in which only 
s terling is used, as "sterling payments agreements ". Among the countries 
with which the U .·K. has had the two-type or monetary agreements · are the 
Netherlands, Italy, France, and other Western European countries. On the 
other hand, all of the six payments agreements concluded with the Latin 
American countries by the U.K. are the one-currency type, namely sterling 



- 8 -

payments agreements~ At times the single cur:r:e.ncy_ ~gre-ements do not 
provide for any swing margins, as well as:. -providing -· that . all transactions 
shall be conducted in the one-t:1.u;-rency, for -example, ~terling • . O,f the 
six sterling payments agreements with. South _Ame~ican Republics, only 
that with Argentina c.ontains a , swi-ng· provision. Tp.~y entered into these 
agreements presumably. because the sterling ~rea countries ~ay .have applied 
discriminatory· import restrictions ag~inst them for _- hardness · of currency 

·. reasons if payments had continued in · dollars .. 

It may be of interest to note th~t in many -of -the recent bilateral 
payments .-. agreements the accounts are held -in a third currency, i;iamely 
the U.8'-; dollar. This has been true of agreements en_tered into by Japan 
and Germany. For example, this is being done ~n a very recent agreement 
made between Chile and Argentina. This does not mean tha~ under- these 
agreements U.S. dollars are actually used in making settlements, but rather 
that it is used as the currency of the account. In these cases, any 
swing margins are given in the manner described before, but their amounts 
are accounted for in terms of U.S. dollars. _The main advantages of using 
the dollar as the currency of account -would seem to lie -in its being a 
hedge agai nst devaluation because of its stability. 

Multilater alization of Bilateral Payments Relations 

In origin, the bilateral payments agreements . concentrated on 
providing the means -of financing of trade between two countries. Although 
I do not wish to get into areas of di scussion which may be covered by 
other -speakers, it should probably be noted -that many bilateral agreem~nts 
now contain provisions which permit, with -the approval of both countries, 
the use of claims on the partner country to make settlements to third 
countries.. This, of course, opens the road to a considerable transfor­
mation of the strictly bilateral character of these agreements and of the 
relations between the . two countries. It .means that no longer are countr i es 

··trying to achieve a balance in their trade with each other wi t};lin the 
margins of latitude given by the credit or swing margin. Instead, to the 
extent to which other countries are willing to accept such claims, it 
opens up the vista of -broader third country or multilateral settlements. 
These clauses thus create the transferability of inconvertible .currencies. 
The best known and most significant types of such broadening of the use 
of inconvertible currencies are the -sterling area arrangem~nts and those 
established under the European Payments Union. 

There have recently been other signs t~t some Em::ope~n -countries 
wish to reduce _the extent of bilateralis~ in .their trade and-~ayments 
relations .with third countries. Western -Germany, for example, has 
informed a number of South American payments agreements partmers that 
she would like to terminate her payments agreements with them and instead 
finance their reciprocal trade in convertible currencies. The United 
Kingdom on March ~2 of this year abolished the distinction between two 
classes of payments agreement partners, the _Bilateral Account an~ the 
Transferable Account -countries, and ha,s since permitted all these countries 
to acquire sterling from each other without reference to the Bank of England. 
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Thus, Brazil, e.g., would no~ be able - without screening of an 
application by the Bank of England- · to spend on French exports the 
sterling acquired from sales to the United Kingdom, or to replenish her 
sterling resources by _selling goods to Japan for sterling. Western 
Germany on April 1 created DM accounts of two types, "with limited con ­
vertibility" and "fully convertible". Here, too, amounts credited to, 
say, an Argentine exporter, may now be used to pay for purchases from 
Western Germany, from any EPU country or from any other country with which 
Germany has concluded -a payments agreement. Both in the case of the United 
Kingdom and Germany, however, the actual effect of these moves awey from 
strict bilateralism will depend on the reactions of their payments agree­
ment partners. If, for example, Argentina and Brazil continue to prescribe 
that their exporters may accept sterling only from the sterling area and 
DM only from Germany, and if they continue to allocate sterling and DM 
only for p~rchases in the sterling area and Germany, respectively, these 
moves would not widen trade and payments relations between these Latin 
American and European countries. 

The European Payments Union is a multilateral payments agreement. 
It is based on an agreement concluded by fifteen Western and Central 
European countries and their overseas territories,in which they undertake 
to offset periodically among each other all creditor and debtor balances 
arising from payments made and received in the currencies of the parti­
cipating countries. Thus, there is full transferability of member countries' 
currencies within the group, but not convertibility. Gold and dollar 
settlements are limited to specified proportions of countries' over-all 
creditor or debtor positions within their "quotas", and to settlement 
in full in respect of debtor positions beyond the quota limits. The quotas 
are comparable to the swings in bilateral payments agreements since they 
determine the maximum debit and credit positionswhich members can ordinarily 
accumulate with each other. There is a difference to the extent that 
each quota does not represent a firm credit margin but rather a mixture 
of credit and gold or dollar payments. The signing of the 1950 agreement 
made obselete many of the provisions of the existing bilateral payments 
agreements among the European countries, but payments agreements are still 
in force between all pairs of EPU countries. These revised bilateral 
payments agreements are still necessary for various purposes. They contain 
the definition of the partners' exchange rates with reference to t he EPU 
accounting unit, the list of the types of transactions between each pair 
of countries which are to be settled through the EPU mechanism, provisions 
regarding the steps to be taken in case either country leaves the EPU 
or in case the EPU is terminated, etc. 

The members of EPU have also agreed on certain trade rules to be 
applied within the group. These rules are contained in a Liberalization 
Code both for trade and for invisibles. It may be considered as a multi­
lateral trade agreement, which is supplemented by the bilateral trade 
agreements which EPU members have continued negotiating with each other. 

At this point it may be useful to summarize briefly what has been 
said on the bilateral trade and payments agreements. 
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A trade agreement thus opens the way for the actual exc-hange of 
commodities between -two countries entering into such an agreement. The 
payments agreement makes it po.ssible, within the framework of the exchange 
control of both countries, to provide the financing for the exchange of 
go~ds envisaged under the trade agreement~ Without the payments agreement, 
the same exchange of gonds -might well not have taken place if it. involved 
payments in currencies of which the other country was in short supply. 
However, since trade between two countries does not tend to be equal at 
any given moment, credit margins have become an important feature of 
their actual operation. But since · in the . very nature of things coun·tries 
are unwilling to underta~e unlimited commitments to give credits, these 
credit margins are freq~ently limited and, in practice, exhausted. At 
this point the dilemma is ·posed of trying to change the trade patte~n or 
of find~ng new and additional mean-s of financing. . In many . cases, : •trade 
between the two countries would .naturally tend to be in a state of · ·. 
imbalance , with one country being the credi·tor and . the other the debtor. 
No real solution may then be possible within the ·frame.work of bilateralism, 
unless we may assume that the creditor country does not mind becoming 
increasingly a creditor with more and more uncertainty as to the eventuality 
of repayment. The real lasting solution lies · in the end of bilateralism, 
in r~moving the necessity to avoid bilateral imbalance; and·, ins·tead, to 
achieve convertibility conditions under. whicl1 countries can be indifferent 
to their bilateral positions because surpluses with one country can be used 

. to offset deficits with others. Through the achievement of domestic ' 
monetary stability and realistic exchange rates the problem of multilateral 
settlement is considerably reduced since the bilateral imbalanc:es become 
smaller, more predictable and manageable. 

Signif~~~nce of Bilateral Agreements and_Effects on Other Countries 

We have attempted thus far to sketch in -general terms the :operation 
of bilateral trade and payments .agreements. In practice, as noted, 
they are found in many different .forms. This is to be expected in view 
of the widespread use of these bilateral trade and payments agreements , 
I have appended here some tables givicg indications as to how extensively 
such agreements are used. Indeed, it would be far simpler to list the 
countries that have few or no , payments aoreements than to list those that 
do. The Unitea States, Canada, Mexico, Liberia, the Philippines, and a 
few other Central lunerican and South American Republics. constitute the 
countries which do not make important use of such agreements. It is safe 
to say that considerably more than 50 per cent of world trade is settled 
in inconvertible currencies in accordance with the terms for the operations 
of these agreements. (See Appendix A.) It should also be emphasized, 
however , that not all of this is on the basis of bllateral agreements, 

,since, in recent years, we have seen the breakdown of pure bilateralism 
in favor of regional groups, such as sterling area-and the EPU. This 
extension of the transfer~bility of these inconvertible currencies has 
altered the significance of these trade and payments agreements. They have 
enabled more freedom to be given to individual traders and, as a result, 
existing patterns of _world trade and payments come closer to what might 
be regarded as their natural patterns than if the world bad continued on 
the basis of pure bilateralism. 
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However, as we are all .aware, because of the continued inconvert­
ibility of currencies, much of the artificial character· of world trade 
and payments remains. Currency or exch~nge control crmsidera tions still 
play a vital part in effecting international trade and payments and 'Will 
continue to do so until currencies become convertible. Furthermore, pure 
bilateral trade and payments agreements are still important and constitute, 
for many countries, a ·major factor in the conduct of their international 
trade and finance. 

Furthermore, they have a major impact ~n the trade of other coun­
tries with the agreement countries. It is hard to give statistical 
estimates since existing trade figures already reflect the influence rf 
these agreements and we would need the statistically impossible to make 
a quantitative judgment, namely - what the trade would have been in the 
absence of such agreem.ents. A.brief recapitulation of b~w these agree­
ments operate will indicate how they affect other countries. (Since this 
is a U.S. audience, I have taken the position of the U.S. exporter as an 
example, but the analysis would apply equally to other exporters dealing 
'With the countries concerned who do not have the preferential access to 
the markets obtained through the bilateral agreements). 

When a soft currency country, for convenience, let us call it 
Country A, operates trade and exchange controls on hardness of currency 
grounds, there are two methods of allocating import and exchange licenses: 
one ~pplied to payments agreement countries (and non-sterling area coun-
tries which do accept sterling},and one for the others. As long as a 
country such as Argentina is in the second group (with the United States 
and Canada), Argentine exports to Count~y A are handicapped by discrimi­
natory licensing. If Country A is a sufficlently important potential 
buyer of Argentine produnts, Argentina may wish to eliminate this handicap 
by signing a bilateral agreement.· Once the agreement is in force, Country 
A increases its imports from Argentina. Argentina thus acquires Country 
A's inconvertible currency. She then tries to use these up by granting 
more licenses for imports from Country A. This is the genesis and opera­
tion of a bilateral payments aereement. 

The U.S. ex9orter is affected adversely in t~n direct ways: Country 
A now buys Argentine wheat with its currency and will consider imports 
of U .. .S. wheat in dolle.rs as marginal, i.e., to be :p3rmitted only if un­
avoidable, or if th~ over-price on Argentine wheat were to be so high as 
to offset t he advantage of not using dollars. And Argentina now imports 
railroad cars and radio sets from Country A instead of the United States. 
An additional adverse effect on U.S. exports may arise if Country A wishes 
to expand its own expor-tn t o Argenth1a. Country A mi ght expand its 
purchases from Argentina which leaves Argentina with claims which can be 
spen~ only on Cou~tr-y A exports. There is con~iderable evidence that pay­
ments agreem.i:;nts (and the trade agreements c~ntaining the quotas which 
implement these practices) have been frequently used by industrial soft 
currency countries to acquire a preferential position in the import markets 
of underdeveloped countriesQ A third way in which the U.S. exporter is 
affected by the operation of these agreements is that frequently in such 
bilateral relationships, one partner ends up by holding a claim so large 
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that :i:t must be cons.olida ted in one way or anothe~. Under such circumstances , 
agreement·. is frequen.tly reached tpat the partner country shall· make direc-t 
investments, e.g., build.in_g automqbile or tractor plants·. Such direct , 
inve-stment~ _might well- involve products which re'place competing ·u.s. exports . 

. Thus., · whUe c'l,lrrency·_ consideration's dominated in the earlier phases. of 
pe's_twar use of bilateral p_aymen_ts agreements, conim.ercial considerations ·· 
have become increasingly more important in recent years. This is made more 
important for the United States by the fact that it exports both ,agri~ 
cultural and_ industrial coIDlllodities, and may thus be affected by the 
polic ie~- -o.f_ both bilateral partners. 

With th~~ discussions taking place in Europe respecting the prospects 
of: convertib ility of certain European currencies, particularly. sterling, 
there is reason to hope _that we may be soon approaching the time when 
bilateral trade and payments agreements w:11 become less important and .­
more of world trade and payments will be reflective of international · 
market conditions·. Howev~r, we know that for many countries the .basic · 
causes leading to the use of exchange controls and trade restricti ons have 
still not been fully overcome. Even if major steps forward are taken in · 
removing restrictions on trade and international payments, It seems likely 
that countries for a number of years to come will make important use of 
exchange controls and restrictions, and that bilateral trade and payments 
.agreements will ·continue to be important instruments of international 
conµnerce and finance in the years ahead. But ·we may hope that -their 
importance will be much less than in the past and that the decisive ·factors 
in -wor~d .. trade will again be such things as relative efficiency in prices 
an~ _cos~s, and that governmental considerations related to currency 
stri~gency or desire to maintain .easy preferential markets for certain 

.exports will become of less and less importan'2e. In this way;· the harmful 
effects of the .two-price world high prices in soft currency counxries and 
lower prices in dollar countries, will be reduced, if not eliminated,and 
international trade made more able to contribute to the interest of .all. 
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Appendix A 

World Trade by Major Currency Areas, 1953 
(In billions of dollars) 

(a) {b) (c) (d) 

Dollar Sterling CoJ:1.tinen tal Rest of 
Area Area EPU World 

11.1 2.8 3-.-8 3.8 

2.8 9.7 4.7 1.9 

3.0 3.8 13.7 2.9 

3.1 3.4 3.8 2.0 

20.0 19.7 26.0 10.6 
~ 

41.5 38.8 49.4 22.9 

1.5 -.6 -2.6 1.7 

Source: International Financial Statistics, May 1954, IMF. 

(e) 

Total 

21.5 

19.1 

23.4 

12.3 

76.3 

152.6 

0 
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Attached hereto are provisional tables indicating the present 
usage of bilateral payments agreements, which may be of interest 
in connection with the lecture of "The Operation of Bilateral 
Trade and Payments Agreements" circulated as DM/54/44. These 
tables were compiled by Johan H. C. de Looper, of the Trade and 
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SYMBOLS USED: 

s! 1 See Table 5 
st 

0 
.. ,/ 

e: A bilateral payments ·agreement is in force; bilateral 
positions are multilaterally offset through the ].WU 
accounting mechanism. 

c: An arrangement providing for balanced compensation 
trade is 1n force. 

NB: The payment.s agreement between Austria and Spain has expired but its .renegotiation is reportedly 
being undertaken. 

1~ Table compiled from various unofficial as well as official sources. 
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Table 2: The Financing of Trade Between Western and Eastern Hemisphere Countries 

. 
(I} 

m 
0 
S... 
~ 
0 
(I} 

r-1 co 
•r-l 
0 

•r-l 
C+-t 
Ct-1 
0 

Cl) 

co 
· rl 
r-1 
(l) 

~ 
(I} 
co 
rl 
m 

•r-i 
C.) 

•r-l 
C+-t 
C+-t 
0 
s:: 
::J ,,....._ 

~ (I} 
r:i.l ::J 
6 0 

•r-l ......., H co 
> 
s 
0 
S... 

C+-t 

"d 
Q) 

rl 
•rl 

~ 
0 
C.) 

Q) 
r-i 
{ij 
E-t 

'~ 



SYMBOLS USED: 

X: A bilateral payments agreement, clearing arrange~ent 
or simila r arrangecient is in force. 

st: One country .is a · member of the sterling area, and their 
inter-trade is fin~nced in transferable sterling. 

o: No biJateral ~ayments agreement or clearing arrangement 
exists, but inter-trade may be financed in transferable 
sterling. 

~: No soft currency financ~ng; exclusive use of U.S. dollars, 
other convertible currencies, or balances in convertible 
accounts in soft currencies (such as American Account 
Sterling). 
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SYMBOLS USED: 

X: iJ.. bilateral payments agree :nent ,- a clearing arrangement . ' 
or a similar arrangement is in .force. 

sa: Both cruntries belong to the sterling area and finance 
their inter-trade in sterling. 

st: One of the two countries is a member of the sterling 
area and their inter-trade is financed in transferable 
sterling (and, in some cases., in the other countryts 
currency)~ · 

o: No bilateral payments agree.~nt exists; inter-trade may 
be finan ced in transferable sterling. 

-: No · soft currency financing; exclusive use of U.S. dollars, 
other convertible currencies, or balances in convertible 
account-s in soft currencies ( such as Ame.rican Account Ster­
ling). 

· , · d 11 bas1· s in accordance with Japan's settlerrents with the BLEU and Spain are on a o ar 
bilateral payments agreements of the "cash dollar" type. 

-.. 
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1/ Payments agreement provides for financing of bo oks and periodicals only; all other payments continue in convertible 
currencie s . (ovER) 



➔~ Table compiled from various unofficial as well as official sources . 

SYMBOLS USED: 

X: A bilat.eral payments agreement, a clearing arrangement 
or a sim i lar arrangement is in force. 

o: No bilateral p~yments or clearing arrangement exists 
but inter-trade may be financed 1n transferable sterling. 

-: No soft currency financing; exclusive use of US dollars, 
other convertible currencies, or balances in convertible 
accounts in soft currencies (such as American Account 
Sterling). 
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Yemen o o o st o st o st n o ~ st st st st o o o o st - - o o --------H---=--~=---1--=--+;---=-+-~-t--=..z.-t--"'--+=_,,___+-___ -t-......__---r-'.....-._"-tt-_-t-_ --r_-r_-....._1--... -~ ... ~. -·· - · 
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* Table compiled from various unofficial as well as official sources • (OVER) 



SYMBOLS USED: 

:I: A bilateral -payments agreement, a clearing arrangement 
or a similar arrangement is in force. 

sa: Both countries belong to the sterling area and finance 
their inter-trade in sterling. 

st: One of the two countries is a member of the sterling 
area and their inter-trade is financed in transferable 
sterling(and, in some cases, in the other country's 
currency)_. 

o: No bilateral payments agreem'3nt exists; inter-trade may 
be financed in transferable sterling. 

f: trade is financed under a French bilateral payments 
agreement. 

n: trade is financed under a Netherlands bilateral payments 
agreenent. 

-: No soft currency financing; exclusive use of U.S. dollars, 
other convertible currencies, or balances in convertible 
accounts in soft currencies (such as American Account Ster­
ling). 




