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STRIECTI Purchese of United $tates Oovernmant Smuln by the hlu-
national Sank,

In HAC Document No. 122 the U. 3, Exacutive Director of the International
Bank has regquested the Counéil to determinme whethsr V. 5. dollar currency re-
ulmwmlﬂﬁnwmmwhmlhrﬁomcf v. 8.
government securities.

3. 2 AN Gomres of IV operations the Bank will receive U. S. dollars
in payment of commissfons on dfvect loans made out of V. 3. dollars dorrowad _
by the Bank and uj-untu- g1 e doller lesnd: 'The Articles of Agresment’
provide (IV, 6) Shat such sums shall be seb aside’ as's wpeetal resarve in liquid
form and (17, 8 (1¥)) thet for the maintensnce of this Tessrve the Dank may by
and sell such securities as the directors may decide. | -'

It 1s recommended that the Bunk bde generally autheriszed to duy U. 6.
government sscurities with these dollars without any spscial permission since
such action appears So be entirely consistent with the Articles of Agreenment
In this and other recommendations below no ajtempt has besn made to study the
question of whether the Ban: should be sbdw to b~;y only certain fesuss of U. §.
govarnment ouuistu.__ iy

2. mrut-ymﬁimv 8. dollars in the imnediate futurs under
 the Sarme of Article I’! 7. (1) vhich provides that 2 per cent of the vrice .
«mhnﬂn'n“dﬁlh)dtnpnnuum nl. st .m.rhu.-
U. 8, “ulﬂ may be received as amortization of losns made from these funds.

The right of the Bank to use these dollars without U. 5. governwmeat permiesion
depends upen the interpretation of Article IV, 2(a) and (b) which states that
currencies paid Inte the Bank as payment of the first 20 per cent of the price
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of sach mesber's share shall be losned only with the approval in each case of
the mesbar vhoss currency is involved. The U. 5. Director points out that
this restriction 18 intended to apoly %o the 18 per cent of the price of sach
mesber's share that s paysble in the member's currency, and that the fact that
the eurrency of one mesber (the U. 85.) is acceptebls in lieu of gold for the
first 2 per cent payment should mot be construed as giving the United States
any special comtrol over dollars so received, since so-doing would give the

U. 8. special eontrol over sums contributed by other meabers.

In NAC Document No. 1t is recommended that the Council elarify this poiat
by stating that the United States considers dollars pald to the bank in payment
of the fires 2 per cent of the price of each member's share (Ineludiag the United
States' share) to be free from any limitations which the United States is suthorised
to imposs upon the use of its currency payments on account of share ﬁuau.

It 1s here recommended Shat the Bsak de gemerally authorized to buy U. §. govern-
sent sscurities with such dollars without asy special persission.

3. During the course of 1ts operations the Bank will receive U. §. dollars
a8 intersst on dollar loans made, or participated in, from ite own capital,
surplus, and reserves; it will receive dollare from the sale of its own debenturesn,
gold, or other currsnciss, and from the smortization of loans originally made in
the currenciss of other countries; and 1% will receive dollare as amortization
peyments if dollar losns are made from such dollars.

It 1s recommended that the Bank be gensrally authorized to buy U. §.
government securities with these dellars without any smecial pernission.

4. Ons of the largest sources of dollars to the Bank will ds the payment
of the 14 per cent of the price of the United States’ share and subsequent
receipts of amortization peyments om loans made frem these dellars. The
Articles of Agreement provide (¥, 12) that vhea the currencies received from

meubers in paysent of this 18 per cent of the price of the shares, or rece! ved
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os amortisstion payments on leans made frem such curremcies, are sot required
by the Bank, 1% shall accept, in lieu of curreacy, non-interest-bearing demand
obligations of the member country. It appears to be the inteant of this article
te prevent $his part of the eapital funds of the Bank from deing & source of
exponse to the member whose currency is invelved, when 1t 18 net nesded for the
operstions of the Bank (se defined im Article IV), The U. 5. Directer states
that the iavestment of these funds in U, 8, government securitises might de .ll-_,
consistent with the spiris of Article ¥V, 12, snd might raise oriticienm on the
grouads that the U, 5, was in $his way making an sdditional contributisa to the
Bank. '

It is recomnended that the Coumell advise the U. 5, Dirscter that the
United States intends to exerciss the privilege granted by Artiele V, 12. Iun
secordsnce with this recomcendstion, the U. 5. Directer sheuld be advised that
the exercies of Shis privilege will raise some gquestions about the advisadllity '
ef holding V. 5. goverament bends or other dellar imvestmonts met purchased in
pursuance of the purposss of the Sawk (other than these in the mﬂd.mm
provided for in Article IV, §) vhen dollars have been callsd from the United
States. It 1= felt that such heldings should be limited te reasenable werking
snd easual balances, but 1t 18 net delisved that any exact determinmation meed
be uh on this peint at this time,




