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The Treasury today made publiec 8 letter from Secretary

lorgenthau To the Ministers of Finance of thirty-seven coun-

o=

tries inviting thewn %o send technieal experts to Washington to

s

discuss suggestions for an International Stabilization Fund of

the United and Associsated Nations, -The text of the letter is

as Tfollows:

v dear Mr. Minister:

I an sending for your examination s pre
araft of @& Proposal for an International St
Fun@ ‘of the United and Asscciated Nntions. Th
was rxw- ired by the techinieal staff of the Uni
States Treasury in consu.
perts cf cther departmen

lization
is draft

minary
K|

i

i

Itation with the techni
ts of this Government,

The deocunent is sent to you not as an expression
of the oftficisl views of tniﬂ Coverrment but rather
as an indication of the views widely held by the
technical experts of this *n"ﬁJhwenL I hope yvou
will exanmine the dyaft and submit it for critieal
study by the technical exnerts of your Ministry and
Your Goverrment. After yvou and your experts have had
opportunity to study it, you msy wish to send one or

more of youvr btechnical *?'r“t” te Washingten to give
me your Hrﬂjiuul.]

reaction to the draft proposzl,
and to discuss with our teclhmicel exnerts the feasi-
bility of 1"+p*v"t1‘ﬁ"l ronetary cooperation along
the 1iines sugnested therein, or slon{; any other lines
you may wish tc suggest. We are informed that the
technical A“uerts of the British Government have alsc
been gtudving the guestion and will doubtless make
their views avenilable.

{¥ seems to me that the enclo draft proposal
pointe the way to an effective :Fnr. oi facilitating

-
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of unofficial
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Very truly yours,

HENRY MOKGEINTHAU,

Secretary
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China
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Czechoslovakia
Dominican Republic
Ej Salvador
Ethiopia

Great Britain
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Honduras
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MEMOR ANDUM
A Stabilization Fund
of the
United and Associated Nations
It is still too soon to know the precise form and magnitude of post-
war monetary problems, But it is certain that we shall be confronted with
the task of dealing with three insepsrable monetary problems: to prevent

the disrurtion of foreign exchanges, to avoid the eollarse of some monetary

systems, and to facilitete the restoration and bzlanced growth of intere

national trade, Clearly, such e formidetle task can be successfully handled

only through internationsl action.

Thc creation of instrumentalities zdeguate to decl with the inevitable
post-war monetary problems should mot btr postponed until the end of hostile
itiess It would be illeadvised if not dangerous to leave ourselves unpres
pared at the end of the war for the difficult tzsk of intermationsl monetary
pooperation, We should begin now to devise gn intcrnationsl monctary
sgeney, for the tssk is ezrtain to take meny months £t lesst, Speeific ond
prectical proposels must be formulated by the experts end must be earefully
considered By tLhe policy-shoping offiecisls of the verious countries, In
each country acceptanee of a definitive plan cen follow only upcen legislre
tive or exccutive zetien, 4And even when 2 plan is finelly sdopted, much
time will be consumed in gzthering perscnnel #nd in esteblishing an organiza-
tion before zn internstionel institution for monectary coopersction eecn begin
effeetive work,

There is another imrortant reason for initizting now ecnercte dise

eussions of speecific rroposecls. 4 plan for internstional monetory
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cooperation can be a factor in winning the war. It has been suggested, and
with much cogency, that the task of assuring the defeat of the Axis powers ~

would be made easier if the victims of aggression, actual and potential,

could have greater assurance that a victory of the United Nations will not

mean in the economic sphere a repetition of the exchange instability and
monetary collapse thatlfollcwed the last war. That assurance should Dbe
given now. The people in all of the United Nations must be encouraged te
feecl themselves on solid ground. They must be given to understand that a
victory of the United Nations will not usher in another two decades of
widespread economic disruption. The people must know that we at last
recognize the fundamental truth that prosperity, like peace, is indivisible,
One of the appropriate agencies to deal with international economic
and monetary problems would be an international stabilization fund with
resources and powers adequate to the task of helping to achieve monetary
stability and to facilitate the restoration and balanccd prowth of inter—

national tradc. & proposal drafted by American technical «xperts is

ppended. The draft prescnts only the essential clermente of an intemational
stabilization fund. The provisions of the proposal are in every scnse

tentative, intended ss @ basis for discussion and cxcienge of views
YR iy 2 +1 " . A v i - 1 - = 3 3
Obviously, there are many details that have been omitted and that can be

etter formulated aftor thore is aprcoront on the ~encral { oot aiace

economic cooperation.
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for pcst—war'reconstruction and development, to provide funds for
rehabilitation and relief, and to promote stability in the prices

of primary international commodities, There is a strong temptation
to embrace within a single internaticnal agency the responsibility
for dealing with these and other int .rnational econcmic problems,

%e believe, however, that international economic institutions can
operate more effectively if they are not burdened with important but
extraneous duties for which they have not been de;ised and for which
they are unsuited, For example, the highly specialized nature of
international monetary stabilization and the provision of long-term
capital would seem to call for separate institutions each designed
to deal with its distinct problems.

It should be emphasized that the appended draft deals only with
an international stabilizaticn fund. It is anticipated that there
will also be submitted for considcration a preliminary draft of a pro-
posal for an intermsational agency vwhose function will be to provide
capital for reconstruction and deveiopment., It is hoped that the
appended draft will call forth from the experts of the United Nations,
critical comment and constructive su gestions. It is our belief that
a workable and accepible plan can emerge only from the joint efforts

of the United Nations,

Bashington, D. C.
January, 1943.
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iy, The initial payment of sac: > country
(consisting of 50 percent of 1ts juota)
shall be 12,5 percent of 1ts juota 1n gold,
12,5 percent Iin gnd 25 I’P-
cent in 1ts own t) securlties,
However, any country h x less thean ;;’,-00
million ir gold need p id nltially only
T+5 percent of 1ts quota in gold, and any
country having less than $100 million in gold
need provide inltially only 5 peresnt of 1ts
quotae in gold, the contributicns of local
currcney being increased correspondingly. A
country may, at 1ts option, substitute gold
for 1ts local currency or sccuritlies in meet-
Ing 1ts gquota requlrement.

5« The member countries of the Fund may be called
upon tc make further provisicn toward meeting
thelr gquotas pro rata at such tlmes, In such
amounts, and in such form as the Board of
Dircctors of the Fund may dctermine, provided
that the proportion of gold called fer shell
not excecd the properticne indlecated in II-l
sbove, asnd provided that g feour-fifths vote
of the Board shall be required for subseguent
cells to mcet guotas,

6. Any changeg in the gu o' member countries
shall be made only with the approval of a
fcur-fif'ths vote of the Bourd,

I1II. Pocwers snd Operations

The Fund shall have the followlng powerss

l, To buy, sell, and hold gold, currencles, bills
of exchange, end government securities of mem-
ber countries; to accept deposits snd tc ear-
mark gold; to 1ssue 1tz own obligutions, and
to dlscount or offer them for csale in member
countries; and to act as & eclearing house for
the settling of internutlcnal movements of
balances, bills of exchungse, and gold.

All member countries = e that all of the
local currsancy holdings shall be free from
any strictions as to thelr Thle pro-
viglon dces not apply tc abne: war balance
icqulired In accordunce with the provisicns of
Tif—), h‘low. -

e To fix it
one me: A %
rate: locul currencies &

3.6 zold, The gulding
ing suchi rates shal
nse relatienships, Chean,

shall 1 considercd only whe
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€

=r14 be permitted only with th

‘”“"f I \..11 o] memoer vVcC

To sell te the Treasur:
(or stabilizatio

Ing as its sgent) &
termined by the E
country which t}

2. The foreign exchang
Fund is required to
balance of payments
with the country wh
belne demanded.

b. Thie Fund'!'s h

€ oldings
an: member countr
3 the first ye

of t}1£e Fund, the qu
it shall not exceed

two years 150 percent of

and thercafter 1t =shall n

percent c¢f such guo
approval
votes, the
currency 1
““rviaad

. b=

i.

¢, When the Fund's nct

currency excecd the

n fund or central bank zct-
a

gpPOVhl of

cf any member country

rate of -t:.c?;i;:'i,;r_r de-

e demanded f'rom the
meet an adverse
on current account

e currency is

urrency of

c
v shall not exceed
e

! operation
a of that country;
uring the first
such quota;
ot "‘»\..,E.t,.rl 200

ta; excent that upon

fiftns of the member

urchase any local

of these limits,

t one of the

cur-
Fund
EX-

currency

;
disposed

holdlings of sny local
quota for that country,

the country shall JLpo-_t with the Fund
a speclal rescrve in accordence with
regulations p cribed by the Bourd of
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€. A cherge at the rate of 1 percent
payable in gold, shall be levied a;
member country on the amount of its currency
held by the Fund in excess of the quota of
that country, Abnormal war balances scgulir-
ed by the Fund (in accordance with III-9
below) shell not be included in the computed
balance of local currency used as & busls
for this charge.

er &nnum,
rainst &ny

.D fa l‘— -...,‘

f. When the Fund's holdlings of the locul cur-
rency of a member country exceed the gquota
of thut country, upon request by the member
country, the Fund shull resell to the
member country the Fund's excess holdlngs
of the currency of that country for goid
or acceptable foreign exchange.

Thie rizht of a member country to purchase for-
elgn exchunge from the Fund with 1ts local cur-
reney for the purpose of mectling an sdverse
bulance of paymer LH on current acccunt is recog-
nized only to the extent of 1ts gquota, subject

to the limitastion in I1-% sbove und ITII~-T7 below,

With the approval of four-fifthks of the member
V”TL s the PFund ln excepgtionul clrcumstances may

¢1l forelgn exchunge to a member country to
thiL tate transfer of capltul, or repayment or
ad Justment of forclign debts, when In the judg-
ment of the Board such s transfer 1s desirable
from the point of view of the genersl inter-
notlonal cconomie situation,

When the Pund's holdings of uany partiecular
currcncy drop below 15 percent of the quota of
thet country, snd after the Fund has uscd for
addliticnal purcheascs of that currency,

(a) Gold in un amount e¢qual to the country's
contribution of gold to the Fund, and

(b) Thoe country's obligautions originally
contributed,

the Fund has the authority and the duty to
rendcr to the country & report embodylng an

nulysls of the ciuses of the depletion of its
hold‘n.u of that currency, a forecust of the
prospcctive balance of paymecnts in the absence
of speclcl meesures, and flnally, recommenda-
tions deslgned to increcuse the Fund's holdings
of that currency. The Bourd moumber of the
country 1in question should be & member of the
Fund commlittee zppointcd to draft the rcport.
This rcport should be sent to acll member
countrics and, 1if decmed desirable, mede
public
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Mcmber countrics cgree that they will slve
Imuedlate and careful attention to reeomnendu-

tions made by the Fund,

Whenever 1t becomes evident to the Board of
Directors that the antlclpated demand for any
particular currency may soon exhaust the Fund's
holdinzs of that currency, the Board ef Directors
of the Fund shall inform the member countries of
the probsble supply of this currency and of a
proposed method for 1ts egquitsble dlstrioutlion,
togecther with suggestions feor helplng to eguate

.u {"

the antleclpated demand and-supply for the curreney

The Fund shall make every effort to 1:‘1(:1‘*5‘.:;5;; the
supply of tlk scurce currency by scqul s tl
currcney from the forelgn balanecs of momber

countries, The Fund may make speeclial arrange-

ments with eny member country for Lh; purpose of
providing usn ;mu:‘uncy Ouwpl“ undc 2§ o
condltlions which arc = cptable to 1.-f_‘t':1

snd thoe mombéer countrye.

The .rivilege of any country to aequlre an
amount of cther currenclies cqual to or iIn excoss
of its quota shall be limited by the ncecssity
of assuring sn sppropriste distributlon among
the varlous members of any curreney the supply
of which 18 being cxhausted, Thce Fund shall
apportion its ssles of such sculce currency.
In such nnportjonm.nt, 1t shall be gnlded by
the principle of srtisfying the most urgent
neode from thie Juaflt cf view of the general
intﬂrn-t‘on'l cconomic situation, It shall

SO CﬁP”'j r the ap-ci'l nceds end resources
of b rt cular countrice meking the reguest
for the scarecc currcncye

In ordcer teo promot. the nost eifficetlve usc of

the avallable and scenmlating suoply of for-

1zn exchan r. sourccs ef countrics,
ch membed conntry agr s vill offecy

to gell to thc Fund, for its cuprrcncy or
* t i wh)lay 3

for forcign currcneles whie 18, all
forclgn cxchange und zold 1t sequirce In oxgess
of' the amount 1t posscsscd tcly after
joining the Fund, 1 ( of thils

g S & < g
provision, anloun# pputations, only frec
forcign cxchange snd gold are conslidoired. The
Pund nay =2c¢cept or rejcet the ot fer.,

.

To help achicve thls objective each mombir
country sgrccs to disecourcge the unnoecssary
reecumulation of fore’';zn balunces by its natlion-
218, The¢ Fund shall inform any member country
when, in 1ts oplnion, uny further growth of
privately-held forelgn bulonces appears
unwerranted,
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The Fund has the privilege of dlsposing
of' any of 1ts holdinzs of abnormgl war
balances as free funds after the 23 year
period is passed sooner under the
following condlt

Ua
.

1te holdings of the free funds of
the country 1ln which the balances
are held fall below 15 percent of
1ts quota; or

-
-

11. the approval is obtained o
country in which the balances are
held.

-

P
-

The country in which the abnormal war
balances are held agrses not to Iimpose
any restrictions on the use of the in-
stallments of the lj0 parcent portion
gradually repurchased by the country
whlch sold the balances to the Fund.

The Fund agrecs not to sell the abnormal
war balances acqulred under the above
authority, except uﬁth the permlssion or
at the request of the country in which
the balunces are being held. The Fund
may invest thcese balances in ordinary or
speclal government securities or that
country. e Fund shall be free to sell
such securities In any country provided
that the approval of the issulng govern-
ment 1s first obtained,

 —
-

j The Fund shall determline from time to
time what shall be the maximum proportion
of the abnormal war balances it wil
purchase under this provlision.

Abnormal war balances acquired under this
provislon snn+l not be Included in com-

putlng the amount of forelgn exchange
aval 1dll to menber countries under their
quotas.

To buy and sell currencies of neon-member coun-
tries, tut shall not be authorized to hold
such currencies h{yond glxty days aftcr date
of purchsase, except with the approval of four-
fifths of the member votes.,

To borrow the currency of any member country,
provided four-fifths of the membor votes
approve the terms of such borrowing.

To sell member-country obllzations owncd by
he Pund provided that the Board representa-
tive of the country in which the securities
are t be -.:Olf.. approves.,

0o
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To use 1ts holdings to obtain rediscounts er
advances from the centrsl bank of any country
whose currency the Fund requires,

To invest any of 1ts currency holdings 1n
government seeuritles and prime commerclal
paper of the eountry of that currency provided
four-fifths ef the mamber votes approve, and
provided further that the Board representatilve
of the country In which the Investment 1s to
bec made appreves,

To lend to any member ccuntry 1its local cur-
rency from the FPund for one year or less up
to 75 percent of the currency of that country
held by the Fund, provided such loan 1s sap-
proved by four-fifths of the member votes,

To levy upon member countries a pro rata share
of the expenses of operating the Fund, payable
in local currency, not tec exceed 1/10 percent
per annum of the quota of each country. The
levy may be made only to the extent that the
earnings of the Fund are inadequate to meet

its current expenses, and only with the approval
of four-~fifths of tire member votes,

The Pund shall mske a service charge eof 1/4
percent or niore on all exchange and gold
transactions.

The Fund shall degl only with, or through

e8, stebillzation funds, er

a, he asurles,
1 azents of member governments;

b, The central banks, only with the consent
of the member of the Board representing
the country 1n questlicen; and

€. Any Iinternatlonal banks owned predomi-
nantly by member governments,

he Fund may, nevertheless, with the approval

f the member of the Board representing the
government of the country concerned, sell 1ts
own seeurlties, or securitles it holds,
direetly to the publie or to Instlitutions of
member eountries,

IV. Menetary Unit of the Fund

1. The monetary unit of the Fund shsall be the
Unitas (UN¥) consistling of 137 1/7 grains of
fine gold (equivalent to $10 U.S.), The
accounte of the Fund shall be kept and pub-
lished in terms of Unitas,
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Deposits in terms of Unltas may be accepted
by the Fund from member countries upon the
delivery of gold to the Fund and shall be
transferabvle and redeemable in geld or in

the currency of unﬂ member country at the
rate establishe d by the Fund. The Fund shall
maintain a 100 pePCGEt reserve in gold
sgainst all Unltas deposits,

No change in the currencies of
member countries shsall b permitted to slter
the value in ] h s of

the Pund es a reduc-

sset

surrency of

c a slgnifli-
lver to the

ts local

lue of that
se, 1" the
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currency of a i should ap-
preclatz, the Fund must return to that ﬂcnllu:w
an gmount (Iin the currency of that country)

qual to the resulting Iincrecase in the gcld
or Unitas value of the Fund's holdings. The
sam¢ provisions shall also apply to the government
securities of member countries held by the

na 3 8 provision shall not apply
acquired under III-9 (abnormal
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ichh government
1d an alternate, in
who shall serve for
j te the plcasure
lternates

upon number of
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its -rs an Executive Comml ttee t" conalst
of clevan : Criz irman
of > Excecutive
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The Executlive Committee shall be contlnuously
available at the head office of the Fund and
shall exercise the autherity delegated to 1t
by tlu [’-"i—i“ﬂ. In the abscence of any member
of th glternate

Executive Co:.z;n.’-tt‘n;u, h
:.;“l* z:ct in his place. Mcmbers of the
Exccutlive Committee shall receive appropriate
r

cemuneration,

an- Board of Dircctors way approlint such
othvr committess as 1t f s necessary for
L:':L work of the Pund. It may also appolnt
edvisory committces chosen wholly or partial-

&

ly from perscns not cumployed by the Fund.

he Board of Directors may at any mecting,

wf oo
four-fifths vote, suthorlze any officcrs
militteecs of the Fund to exeérclse any
;d powers cof the Board. The T‘:\;rd

legate, except to the Exccutlive
€¢, any authority which can be ex
nly by a four-fifths vote,
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D.lcgated pow.rs shall be ¢ crc‘ -d
until the next mceting of the Bosard,
a manner conslstent with the gencral
and practices of the Bosrd,
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of the Fund. Thne offlcers und comn!
of the Fund shall be bound by
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cnly
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The Board c¢f Dircctors shall hold sn zunnusl
mceting and such other meetings as !
desirable to convene, On rejues
countries casting one-fourth of
the chalirman shall cell a meeting of
Beard for tne purpose cof conaldering
matters placed befcre 1t,

t of
the

gk

=
r shall

t

a

so declde
-

S

& but sha
L ]

t may be
menbopr
votes,
th e

any

< ow

be 1cw €

111 be

£8 any other
menmber of t ol two yes&rs
the country £lly dropped
from membe been restored
to zZcod st of the member
\‘-'t'.-::'n

Any country may wi ':i".-;ir'u'. from the Fu
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During the interval between notlce o
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buted in the fcllowing menner:

&« 50 percent to reserves until the reserves
are equal to 10 percent of the aggregate
queoctas of the Fund.

be. 50 percent to be divided each year among
the members in proportion to thelir quotus.
Dividends distributed te esch country
shall be paid In lts own currency or 1in
Unitus at the dlscretion of the Fund,

Pollcles of Member Countries

Each member country ¢f the Fund undertakes the
followings

To maintain by appropriste asctlon exchange
rates establlshed by the Fund on the cure
rencles of cther countries, and not to alter
exchange rates except wlith the consent of
the Fund and only to the extent and In the
direetion approved by the Fund, Exchange
rates of member ca"nu‘ifs mey be permitted
to fluctuate within & specified range

fixed by the Fund,

To abandon, as socon as the member country

decldes that conditlion:z permit, all restrliec-

tions and controls ovser foreizn exchange

transactlions (other than those lnvolving

capital transfers) wilith other member cocune
not toe

tries, and
reatrictions wi
Fund,

Impcse any addltlional
out the approval cof the

[ 0 = oAb
e

»

C

The Fund may make rﬁw“f“ertnt’oﬂ" to member
countries that conditlons are favorable for
the abandonment of restrictions and co;_*nls
over forelisn exchange transactions, and each
member country shall gzlve conslderaticon to
such representations,

To cooperate effectively wlth other member
countrles when such chunLrieb, wlth the
apprevael of the Fund, sdopt or contlnue

cont rocls for the purpose of regulating

Iinternational movements of c¢apltal, Coopera-
tion shall include, upon recommendstlon by
the Fund, measures that can spproprlately be
askeng

m
.

Not to accept cr permit acquisition of
deposits, securlties, or Invecstments
by natlionals of any member country lme
0ﬁ°in ﬂe;vr‘ctions on the export of

Ltul except with the cermlssion of
tne Government oi that country and the
Fund;

Net prcfits esrned by the Fund shall be dlstris




ile

exchange
mualtiple et
proval of

[ g O -
H O

To s2ke aveils

> R

+
o
3

"E
1

Informat:

of denos

Such other megsure
recommend,

J'.'-l:',:

Nang €

adopt approprilate 1
carry out its under
to facllitate tre

Y
al*litan

he Fund or to the
2y country full
werty Iin the form
: 1 investments

membor

BT

country:

* o . + ~. -~ ¥ -

a4 cion o ascrees
Kings to the Fund
% 40" 2 -~ $=1 . Ty
tivigieg of ne PFunG.




netary

= ~ 1
@] L @ =
ort +=2 -
+ s o O 4>
[ o = .4 Vv 0
_ = : i
£ U L 4 —— .04 — ] mlm
= . (b t et . +3 o
5 ) b 104 = o3
-2 e 3 to 3 @] 42 aQ
V) [ .r [k ~t i ’
. ~ e e N = 41
' ay @ t 4 1 p L e
—~ L s \ . — — & U
Ll ..I., @ r =4 —1 -+ +- %
wr = o +2 L Q) £y
4 4 B e ¢ ey QO & B = |
o ' @ -t '®) -1 '
1 £ e ) ‘ e > o : = ey
= Q4 = + — —_ 25
© 5o @ O e o & o
- F i [ < P .. =
ey O = e =] [« 3 {ea] o=t —
LS 4+ = % s S o
= — ap @ e ul ol b L + 42
el Py < = lea L 1 —q Py et
— o h o o b r? — —~ ay 43
@ s =3 <5 2 (4 3 = ) N e
[T B = .t o = i
- e * . : 4%
2 O o e o a3 o o [Ta G
.13 t - — = @ La u e =
LU s e 5 2y e o =
= Q ey L p - r— i ey
o @ e ot v @ o £ 43 r— =
s 4 = W -3 @ . feon o
] 42 O & iy = - G 2
w Yy <z B o ot I Ul > C
o an -3 . w s G =i
= £ e - @ R 0 2 Q 'S -
il > T ¥ — & s O © £ T o=t
~ = £
o = o L + £ =, &
- = gt 5 P =
> ra Ll L3 +2 & ] s —~ o
= =y s -t —4 ey L e
B O FE = = [y = L) Lo C 5 ) =
o oo - 7 & %
2 e S ) : Z
= — = 69 ] e Q 4= ) L
[<5) = 7 -4 il . = (&)
= — 5 — . z s =
O = i b o, = = - W -
5 ot ot = = ' b = S 15
3 . % = " :
O e @ @ L, @ @ o= = S w
-4 e == L= + - L) -+ = o . erd 3
Qg ot -t o D fa £y & 45 o
o) = + . 3 < . e — = = 3, &3 o —
T3 5] 3 . - = [aad ) QL Ci—4 Q 4
45 O O - o A S £y o e @ =y a
] i 42 — 2 “ 3 e ol
S Loy = 4 { = 1 0 =i & ot
+ O = i <) — = ¥ 33 @ O 4+
ey La { - a Q) & - — &3
! % ™ - = —= 4
i . =% ? O 5 P et " ==
£ P @ = o : g +2 - O
S e £ ¥ & 5 B ® o S
= 4 = — pa o - o g - 1 ; o3 4 ) -
D @ 14 ar — i O = o=
e o — (. = | @ ik
= W — i oo e
=] — 0 S o o 0D = ?
o 4= e (& Co s ) 4> =




@ W
D .

Thire is another important reesson for dealinpg with this
problem now., A plan for int ternational monctary cooperation
can te a factor 1r11szuqlrv‘ tiic war, It has lLeen supgested,
and with muecl cufric*r that the task of assuring the dcfeat of
the Axis powers would be made easicr if the vietims of ag- :
gression, actual und ootential, could have 51nat r assurance
thet a victory of the United Nations will not .can in the
economic sphere a repetition of the oxchange instalility end
mone tery CDllﬂDSu that ‘o;l*=~d the luht war, That assurance
should Le given now. The neople in all of tlc United Nations
must be chuurr<»9 to fecl %L11ﬂa¢xuu on solid ground., They
must te given to understand that a victory of the United
Nations will not usher in another two dccades of Li;;FWIvdd
cconomic disruption. The pcople must know thet we at last
rceognize the fundamental truth that prosnerity, like »cace,
is indivisitle,

With these points in mind the teehnica experts of the
Trca asury and other arencies of the Government for some time
have Leen studying umethods by L.lch post-wer monetary stalility
can bte achicved, Ho snecifie nlan has ac 7ot Leen considered
by this Government, but }Iu+1JEH‘T} sugmostions of our techniecal
Lkﬂuft& have boen f?I‘uldLLu end have been J(LG availatle for
pr131“+11v stucy of the experts of other intercstcd Governments,
The teehnical men of other Governments have l;huwlbu bcen study-
ing the prollen,

Jur own thinking along the lincs of currcney stetility has
not been addresscd to concoctin- some panacea that will auto-
matically cure =l ]

1 the economic eiliacnts of a post-war world.

Rather, we have attcapted to address oursclves to the specific
protlem of forcign excheange stalility and the common-sense way
of achkieving this c¢nd,

our vicws are based on the rich experience that this )
country hes had in coopcrating with other IJ“LIHQuntS in our
attempts to wmaintoin cxchange stability., We have tried to adapt
that experience to the broader and more diffiecult cnrlancy
protlems confronting the world FuanH the post-war vears, We
have also kept in mind the pattern laid down by the Trinartite
Agrcement and our own stabilizetion arrcenents.
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Our tentative proposal is to establish an internationel

cta‘tili:ation fund in whick all the United Nations and those
ations which are associated with them in this war would
nnxbL010ﬂ+e This Fund would constitute an international
agency with powers ané resources adequate to promote the
maintenance of currency stability, The cooperating Governments
who would participate in the program would, amone other things,
undertaxe not to en~age in conJ?twtivL dbpleLat‘On of their
currencies, This ‘tah?lltd would le in larpe measure secured
by fixing the value of ecurrencies in terms of gold, and by
hanges could not te made without cons nltation

providing that ch
with other menters,

The resources of the Fund that we Lave in mind would te
provided by the warttcijut!n“ sovernments in an amount end form
sulted to each nation, Partici )ﬂuA )r would be in the form of.

gold and local curreney and »ubl? 11:ft1ons of the member
countries, The 1jﬂ*ﬁf!ﬁhg of tlu bnrw wonld include tuying and

selling of foreign exchange under acequatc seferuards, :

Ly with Treasuries and central tanks,

‘ivate banks or existing “\.HCIGS.

tained only to %uﬂnlnrf[u the

I rovernzent to maintain monetary

d chennels of internations]l trade and

te retained in full for all inter-

e rund would deal o1
ld not compete t
b _

We have piven special

ettention to the solution o
troutlesome a;w,t-" protlems gprowing ont of tlhe war and have
included sugccstions for the hendling of such nrotlems, In
particular, the Fund would facilitate the restoration of free

he atnoraal belances which have

=
exchange merkets snd 1ib 5
£ 1tries as a eons eauence of war

accumulated in some of
conditions,

The control of the operations of the Fund would bLe in
the }~nﬁs of an anhrn'Ll)lsl coard apnointed by the povernments
of the member countries and the \Jtl““ nowcr on that Losrd
would ke related to TH, contritution which cach country makes to
the rh~u11uﬂ revolvings fund, t
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(Prepared by Press helaticns for use of the Press)

The Stabilization of Exchange Fates: The purpose of the proposed Stabl-
lization Fund is to stabilize the value of the currencies of member countries.
The Fund would fix the rates at which it will buy and sell member currencies.
Changes in exchange rates could be made only with the approval of the Fund
and only to meet an extreme situ~tion. Because changes in exchange rates
would be the result of international consultation, competitive currency
depreciation among the member countries would be pravented,

kesources of the Funds To achieve this desired currency stability the Fund
wonld, with adecuste earepuards, meet the lepitimate needs of menber

countries for foreign exchange for their current transactions, For this
purpose, member countries would subscribe at least §5 billion, making

initial payments of one~half of the subscription in the form of gold, currency
and government securities., Each country's subscription would be based on

a combinztion of such fectors as its holdings of golcd and foreign exchange,
its national income, and chenges in its balance of payments positions

kemoval of Exchange Controls: ¥ith these provisions, the need for cone
tinuance of @xchanpe control by individual countries would be almost entirely
removed, lio member country could adopt new exchange control measures except
to curb undesirable capital movenents and then only with the consent of the
Funde, lultiple currency devices and bilateral exchange clearing arrangements
would also be prohibited unless epproved by the Fund, The Fund would make
pessible the livberation of blocked balances growing out of the war where
immediate unblocking of such balances would cause serious doemestic and
international repercussionse

Powcrs of the Funds The Fund would be given the power to buy and scll gold,
currencies and, with their approval, sccuritiss of mumbcr countriess The
Fund could also borrow local currcncy with the approval of the governments
concerned, The Fund viould decal only +ith the treasuries, central banks, or
fiscal agents of member countrics, and with internationzl banks owned
predominantly by momber countriese

New Internationsl Unitt The proposal provides for an international gold
monctary unit called the Unites, ecual in value to $10, in terms of which
accounts of the Fund would be kopte. The Fund would not issuc Unitas coins
or notes, but mambor countrics could deposit gold with the Fund for a eredit
in Unites, redeumeble in pold, which could be transforred between member
countries,

Mrnagement of the Fundt The Fund would be managed by a Board of Direcctors
representing the member governmentse Each covntry would have voting power
related to its subseription to the Fund, but no country could havu more
than 25 percont of tho totel votese In gencrzl, tho ducisions of the
Board of Dircetors would be made by a majority vote cxecpt for cortaln
important opersations where a four-fiftns vote would bu nocesserye The
doy=towday opurations would be carricd on by a Maon-ging Dirvctor and an
Exccutive Committce appointud by the Boards




