TREASURY DEPARTMENT
Washington

Summary of the Prinecipal Provisions of
the hevised Draft of the Froposal for
An International Stabilization Fund

I. Purposes of the Fund

The United Nations and the countries associated with them recognize,

& declared in the atlantic Charter, the need for the fullest cooperation
among nations with the object of securing economic advancement and rising
standards of living for all. They believe that attainment of these objectives
will be facilitated by international monetary coopsration. Therefore, it is
proposed that there be established an International Stabilization Fund with
the following purposes:

l. To help stabilize the foreign exchange rates of the currencies of
member cowmmtries,

2y To reduce the use of such foreign exchange restrictions and dis-
criminatery foreign exchange practices as hamper world trade,

3+ To help create conditions under which the smooth flow of fereign
trade and of productive capital will be fostered.

ITI. Conposition of the I'und

1. The Fund shall amount to at least %5 billion contributed on the basis
of quotas determined by an appropriate formula, The quota of 2 country cannot
be increased without its consent.

2, - Bach country shall pay in gold 50 percent of its quota and the remainder
in locel currency. 4 country with inadequate gold holdings may have its gold
contribution reduced and a country may substitute scme govermnment securities
(redeemable at par) for local cuirencye

3¢ The resources of the Fund ghsll be used exclusively for the benefit
of the member commtries

ITI. Monetary Unit of the Fund

equal in value
n the pold
percent of the

le The monctary unit of the Fund shall be the unitas (¥%) e
to 137-1/7 grains of fine gold (equivalent to $10)., No chanpe
value of the unitas shall be made except with the approval of 8
member votus,

2« The accounts of the Fund shall be kept and published in 1|I ns of unitas,
No change in exchange rates shall be permitted to alter the value of the assets
of the Fund,



e

IY. Exchange hates

le Initial rates cof =xchenge for memb.r currerciss shall be based upon
their value in dolloxs or. July 1, 1943. If such a rate is clesrly insprropriate,
the initial rate sholl . determined by consultztiorn between the country snd
ths Fund.
ol wéountiadl Yo vne correction of fundamenu.l discouilibrium,
gxchanre ratasd mey b chingad snly with the approval of threcu—-tourths of
the member votes including the couniri~cs concerned. Beeanse of the extroeme
uncertaintics of the imuediaete postwar po:i’od, special vrovision is made fer
adjusting exchangs rates during the first three ysars,
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Ve Powers and Operatiocns

1. The Fund may sell to any member country foreien cxchange reauired to
meet an adverse balance of payments vredominantly on current account. Une-
half of such exchange shall be paid for with polc or acceptable foreign exchange,

2, The Fund's totzal holuings of the currency of any member country shall
not exceed its quota by more than 100 percent, except with thie specific approval
of the Board of Directors, and provided satisfactory measures are being taken
to correct the diseouilibrium,

' 3; When a member country is preventing or widuly delaying a.sound balance
in its international accounts, the Fund may place conditions upon adaitional sales
of foreign exchange to that countrye The Fund may alsc require the country to
depogit pold or other suitable collateral,

4e Vhen the Pund's holdings of the currency of a member country become
excessively small, the Fund sh&ll render a report to that country. The Fund
shall also inform membar countriss of the probable supply of the currency and of
a proposed method for its equitable distribution, '

5¢ Each member country agreus that it will offer to sell to the Fund, for
its local currency or for foreign cxchange which it needs, one-half of the gold

and foreign exchange it accouires in excess of its official holdings at the time
it became a member of the Fund.

6y During the first 2 years, the Fund may buy from the governments of
member countriszs, blocked balances held in other membur countrius, not excued—
ing in the agprugate 10 percent of thu cuotas, At the end of 2 years, the Fund
8hall proposc a plan fur the gracdual further liocuidztion of blocked balancus,

7« The Fund may levy a charge on the amount of currency held by the Fund
in ¢xecuss of the ouota of a country. If the Fund finds it necessary to borrow
currcney to mewt the demands of members, an additional charge shall be made
sufiicient to cover the coste of borrowing,




-3 -

8+ The Fund shall deal only vith membor governments and their fiscul agunts
eénd not intrude in the customary chamncls for conducting international commerce
and finance,

VI. Manapement

l. The a”ﬂlnlﬂtr" tion of the Fund shell be vestud in 2 Board of
Directors congisting of one director sznd alternats appointed by each member
government, The dvqra shall appoint an kxecutive Committce of not less than
cleven of its members.

2. kEach country shall have 100 votes plus one wvote for sach million
dollars of its cuota, HNo country shall cast more than one-fifth of the
aggregate basic votes,

3« In voting on the sale of foreign exchange, ths VOt.u of creditor
countrigs shall be increased and those of debtor countrie decreased. In
voting on proposals to suspend or restore members, cach CﬂJn*r shall cast
one vote,

4e Any country mey withdraw from the Fund by giving nFt]CL of 1 year.
A country failing to meet its obligations to the Fund uuj be suspended by
a majority of the member countries.

VII, Policies of Member Countries

Each member country of the Fund undertakes:

1, To maintain by appropriats action exchange rates established by the
Fund and not to alter exchange rates gXcept as provided above

2y To abanden restrictions (except on capital transfers) over fore Agn
exchings transscvions with olher number ccuntiries, and not to impose additional
restrictions without the approval of the Funa

3. Lot te enter upon aay new bilatiral clearing arrangements or engage in
amultipl. curiency .ractices which retard the growth of world trade or the
international flow of productive capital.

3 consilderation to the viecws of the Fund on My monetary or
economic poliey, the uffuet of which would be to bring avout a serious dise
equilibriwn in the nce of payments of othur countrics.

\Wwgust 19, 1943,




