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U.S. TREASURY DEPARTMENT

Preliminary Draft Outline

of a

Proposal for a United and Associated Nations

Stabilization Fund

I. Purposes of the Fund

1. To stabilize the foreign exchange rates of the currencies of the
United Nations and nations associated with them.

2. To shorten the periods and lessen the degree of disequilibrium in

the international balance of payments of member countries.

3. To help create conditions under which the smooth flow of foreign

trade and of productive capital among the member countries will be
fostered.

4. To facilitate the effective utilization of the abnormal foreign
balances accumulating in some countries as a consequence of the war
situation.

S. To reduce the use of foreign exchange controls that interfere with
world trade and the international flow of productive capital.

6. To help eliminate bilateral exchange clearing arrangenents, mul-
tiple currency devices, and discriminatory foreign exchange prac-
tices.

II. Composition of the Fund

1. The Fund shall consist5of gold, currencies of newber countries, and '-

- securities of member governments.

2. Each of the member countries shall subscribe a specified amount

which will be called its quote. The aggregate of quotas of the

member countries shall be the equivalent of at least $5 billion.

The quota for each member country shall he determined by an agreed

upon formula. The formula should give due weight to the important

factors relevant to the determination of quotas, e.g.. a country's

holdings of gold and foreign exchange. the magnitude of the fluctu-

ations in its balance of international payments 1 and its national

income, /

3. Each member country shall provide the Fund with _ percent of its

quota on or before the date set by the Board of Directors of the

Fund on which the Fund's operations are to begin.

I :
4. .L. 4i"porm-t of jIach member country (cnflPr-

ont -of i q..l t JueA bafl - 12 percent of its quota in goldfCt i
percent in local currency, and percent in its own (i.e.. govern-

ment) securities, However, any!country having less than $300 mil-

lion in gold need provide initially only - percent of its quotain percent of it, q,,ta
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in gold, and anyountry wving less than $100 miilionin gold need

provide initiolxy only/ percent of its quota in gold, the contri-
butions of oc 1 currency being increased correspondingly. A coun-

try may, at s option, substitute gold for its local currency or

aecu iltits t~H iU LlIg lit quo tu [ ~ £JJL m[UnL .

5 The member couitris of the Fund may be called ;oe to make further
provisioh towar teeting their quotaspXoa'to at such times, in

in~ ~ ~ ~~~uft such formesi
such ounts, a in such form as e Board of Directors of the
Fund ney deteroin provided th he proportion of gold called for
shall/not exceed t propor ns indicated in 11-4 above, and pro-
vide4 that a four-f fth a te of the Board shall be required for
subsequent calls to n quotas.

nyy chenqes in the qu of meber countries hall be made only

with the approval of a four-fifths vote of the Board.

III, Powers and Operations

The Fund shall have the following posers:

, To buy, sellj and hold gold, currencies, bills of exchange. and
overnment rcurities of member countries:

to earmark <gold: to issue its own obligations, and todiscount or

.,L~ ;h t Osale in member countries$ and to act eas a clearing

oouse ~o the settlino of international movements of bo4irn,

tiL( Ls of exch ange t M gn 4

All me.ber countries agree that all of the local currency holdings

of the Fund shall be free from any restrictions Os to their use.
This provision does not apply to skorne4m ' balances acquired in
accordance with the provisions of III-9, below.

?, To fix the rates at hici it will buy and s one me er's cur-

rency for another, 0n&A the rates in. cal c rrencies at which it
will buy and sell gold\ The auing princi le in the fixing of
such rates shall he stob\ltfn exchange relAtionships. Changes
in these rates shall be considered only when essential to correc-

tion of a fundamental disequilibrium and be permitted only with the

approval of four-fifths of member vote,, > -....

3. To sell to the Treasury of any member country (or stabilization

fund or central bank acting as its agent) at l rate of exchange 2X -
nirrwd-by ttpFnd currency of any member country which the Fund

holds, provided that:

a. The foreign exchange demanded from the Fund is required to meet

an adverse balance of payments predominantly on current account.

b. The Fund's holdings of the currency and securities of any mem-

ber country shall not exceed during the first year of the

operation of the Fund, the quota of that country: it shall not

exceed during the first two years tI percent of such quote:

- 2 -
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and thereafter it shall not exceed d percent of such quota:
except that upon approval by four-fifths of the member votes.
the Fund may purchase any local currency in excess of these
limits, provided that at least one of the following two con-
ditions is met:

i. The country whose currency is being acquired by the Fund
agrees to adopt and carry out measures recommended by the
Fund designed to correct the disequilibrium in the coun-
try's balance of payments. or

ii. It is believed that the balance of payments of the country
whose currency is being acquired by the Fund will be such
as to warrant the expectation that the excess currency
holdings of the Fund can be disposed of within a reasonable
time.

c. When the Fund's holdings of local currency and securities ex-
ceed the quota for a country, the country shall deposit with
the Fund a special reserve in accordance with regulations pre-

scribed by the Board of Directors. This provision does not ap-
ply to currencies acquired under II-9 below.

d. When a member country is exhausting its quota more rapidly
than is warranted in the judgment of the Board of Directors,

the Board may place such conditions upon additional sales of
foreign exchange to that con try as it deems to be in the
general inte o the Fund,

. A charge or the rote of I rcent per annum, payable in gold;

shail'be levied against any member country on the amount of its
currency held b the Fund n excess of the quota of that coun-
try. ir oalancs acquired by the Fund (in accordance

with III-9 below) shall pot be included in the computed balance
of local currency used ms a basis for this charge.

f. When the Fund's hold.ings of the local currency and securities
of a member country .xceed the quota of that country, the Fund
shall, upon request/of the member country, resell to the member

country the Fund'4 excess holdings of the currency of that

country for gold tr acceptable foreign exchange.

4. The right of a membgr country to purchase foreign exchange from the
Fund with its locak currency for the purpose of meeting an adverse

balance of payments on current account is recognized only to the
extent of its qujta, subject to the limitation in III-3 above and

III-7 below.

5. The Fund may sell foreign exchange to a member country, under con-
ditions prescribed by the Fund, to facilitate a transfer of capital.
or repayment or adjustment of foreign debts, when in the judgment
of the Board such a transfer is desirable from the point of view of
the general international economic situation, provided the Fund's
holdings of the currency and securities of the member country do

(ii
I I/ - 3 -



S. TREASURY DEPARTMENT 0
not exceed ~.per cent of the quota of that country. When the
Fund's holdings of the local currency and securities of a member
country exceed 'P percent of the quota of that country. the Fund
may, in exceptional circumstances. sell foreign exchange to the f
member country for the above purposes with the approval of-Iaa / .

.#t4 of the mehber votes. .

6. When the purchases and sales of currencies by the F nd to finance
the balance of payments of a member country have re ulted in an ex-
css of sales of its currency to the extent of Apercent of its
quota. or wTen the Fund's holdings of the currency and securities
of a member country become excessively small in relation to pros-
pective acquisitions and needs for that currency. the Fund shall
render a report to that country. The report shall embody an analy-
sis of the causes of the depletion of the Fund's holdings of that
currency. a forecast of the prospective balance of payments in the
absence of special measures, and finally, recommendations designed
to increase the Fund's holdings of that currency. The Board member
of the country in question shall be a member of the Fund committee
appointed to draft the report. This report shall be sent to all
member countries and, if deemed desirable. made public.

Member countries agree that they will give immedlate and careful
attention to recommendations maode by the Fund.

7. Whenever i becomes evident to the Board of Directors that the
anticipated esand for any particular currency may soon exhaust the
Fund's holdi go of that currency. the Board of Directors of the
Fund shall in orm the member countries of the probable supply of
this currency nd of a proposed method for its equitable distribu-
tion, together ith suggestions for helping to equate the antici-
pated demand and supply for the currency.

The Fund shall a e every effort to increase the supply of the
scarce currency by cquiring that currency from the foreign hal-
ances of member coun is. The Fund may make special arrangements
with any member count for the purpose of providing an emergency
supply under appropria conditions which are acceptable to both
the Fund and the ember cntry.

The privilege of any count y to acquire an amount of other cur-
rencies equal to or in exce of its quota shall be limited by the
necessity of assuring an apprdriate distribution among the various
members of any currency the sapply of which is being exhausted.
The Fund shall apportion its S leT of such scarce currency. In
such apportionment, it shall be uided by the principle of satis-
fying the most urgent needs from the point of view of the general
international economic situation. It shall also consider the
special needs and resources of the orticular countries making the
request for the scarce currency.

8. In order to promote the most effective use of the available and
accumulating supply of foreign exchange resources of member coun-
tries, each member country agrees that it will offer to sell to the

- 4 -
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Fund. for its local currency or for foreign currencies which the
member country needs, all foreign exchange resources and gold it
acquires in excess of the amount it possessed immediately after
joining the Fund. For the purpose of this provision. including
computations. only free and liquid foreign exchange resources and
gold shall be considered. The Fund may accept or reject the offer.

To help achieve this objective each member country agrees to dis-

courage the unnecessary accumulation of foreign exchange resources

and gold by its nationals. The Fund shall inform any member coun-

try when, in its opinion, any further growth of privately held

foreign exchange resources and gold appears unwarranted.

g. To buy from the governments of member countries. abnormal war bal-
ances held in other countries. provided all the following conditions

are met:

a. The abnormal war balances are in member countries and are re-

ported as such (for the purpose of this provision) by the mem-

ber government on date of its becoming a smember.

b. The country selling the abnormal war balances to the Fund agrees

to transfer these balances to the Fund and to repurchase from
the Fund 40 percent of them (at the same price) with gold or

such free currencies as the Fund may wish to accept. at the rote

of 2 percent of the transferred balances each year for 20 years
beginning not later than 3 years after the date of transfer.

c. The country in which the abnormal war balances are held agrees

to the transfer to the Fund of the balances described in (b)

above. and to repurchase from the Fund 40 percent of them (at

the same price) with gold or such free currencies as the Fund
may wish to accept. at the rate of 2 percent of the transferred

balances eachyear for 20 years beginning not later than 3 years
after the date of transfer.

d. A charge of 1 percent on the amount of abnormal war balances

sold to the Fund. payable in gold, shall be levied against the

country selling its abnormal war balances and against the coun-
try in which the balances ore held. In addition a charge of I

percent. payable in gold, shall be levied annually against each
country on the amount of such balances remaining to be repur-

chased by it.

e. If the country selling abnormal war balances to the Fund asks

for foreign exchange rather than local currency. the request

will not be granted unless the country needs the foreign ex-

change for the purpose of meeting an adverse balance of pay-

ments not arising from the acquisition of gold. the accumula-

tion of foreign balances. or other capital transactions.

f. Either country may. at its option. increase the amount it re-

purchases annually. But, in the case of the country selling

-5 -
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abnormal war balances to the Fund, not more than 2 percent per
annu, of the original sum taken over by the Fund shall become
free, and only after 3 years shall have elapsed since the sale
of the balances to the Fund.

g. The Fund has the privilege of disposing of any of its holdings
of abnormal war balances as free funds after the 23 year period
is passed, or sooner under the following conditions:

i. its holdings of the free funds of the country in which the
balances are held fall below 15 percent of its quota; or

ii. the approval is obtained of the country in which the bal-
ances are held.

h. The country in which the abnormal war balances are held agrees
not to impose any restrictions on the use of the installments
of the 40 percent portion gradually repurchased by the country
which sold the balances to the Fund.

i. The Fund agrees not to sell the abnormal war balances acquired
under the above authority. except with the permission or at the
request of the country in which the balances are being held.
The Fund may invest these balances in ordinary or special
government securities of that country. The Fund shall be free
to sell such securities in any country provided that the ap-
proval of the issuing government is first obtained.

j. The Fund shall determine from time to time what shall be the
maximum proportion of the abnormal war balances it will pur-
chase under this provision.

Abnormal war balances acquired under this provision shall not
be included in computing the amount of foreign exchange avail-
able to member countries under their quotas.

10. To buy and sell currencies of non-member countries. but shall not
acquire more than $10 million of the currency of any one non-member
country nor hold such currencies beyond 60 days after date of pur-
chase except with the approval of four-fifths of the member votes.

11. To borrow the currency of any member country provided four-fifths
of the member votes approve the terms of such borr owing.

12. T o sell member country obligations owned by the Fund provided that
the Board representatives of the country issuing the securities and
of the country in which the securities are to be sold approve.

To use its holdings to obtain rediscouats or advances from the cen-
tral bank of any country whose currency the Fund requires.

13. To invest any of its currency holdings in government securities and
prime commercial paper of the country of that currency provided
four-fifths of the member votes approve. and provided further that

-6-
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the Board representative of the country in which the investment is
to be made approves.

14. To lend to any member country its local currency from the Fund for
one year or less up to 75 percent of the currency of that country
held by the Fund, provided such loan is approved by four-fifths of
the member votes.

15. To levy upon member countries a pro rata share of the expenses of
operating the Fund. payable in local currency, not to 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 inade-
quate to meet its current expenses, and only with the approval of
four-fifths of the member votes.

The Fund shall make a service charge of 1/4 percent or more on all
exchange and gold transactions.

16. The Fund shall deal only with or through

a. The treasuries, stabilization funds, or fiscal agents of member
governments:

b. The central banks. only with the consent of the member of the
Board representing the country in question: and

c. Any international banks owned predominantly by member govern-
ments.

The Fund may. nevertheless. with the approval of the member of the
Board representing the governmenat of the country concerned, sell
its own securities, or securities it holds. directly to the public
or to institutions of member countries.

IV. Monetary Unit ot the Fund

1. The monetary unit of the Fund shall be the Unitas (UN) consisting
of 137 1/7 grains of fine gold (equivalent to $10 U.S.). The ac-
counts of the Fund shall be kept and published in terms of Unitas.

2. The value of the currency of each member country shall be fixed by
the Fund in terms of gold or Unitas and may not be altered by any
member country without the approval of four-fifths of the member
votes,

3. Deposits in terms of Unitas shall be accepted by the Fund from
member countries upon the delivery of gold to the Fund and shall be
transferable and redeemable in gold or, at the option of the holder.
in the currency of any member country at the rate established by
the Fund. The Fund shall maintain a 100 percent reserve in gold
against all Unitas deposits.

-7-
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4. No change in the value of the currencies of member countries shall

be permitted to alter the value in gold or Unitas of the assets of
the Fund. Thus if the Fund approves a reduction in the value of

the currency of amember country (in terms of gold or Unitas) or if.
in the opinion of the Board, the currency of a member country has
depreciated to a significant extent. that country must deliver to
the Fund when requested an amount of its local currency equal to
the decreased value of that currency held by the Fund. Likewise.
if the currency of a particular country should appreciate, the Fund
must return to that country an amount (in the currency of that
country) equal to the resulting increase in the gold or Unitas
value of the Fund's holdings. The same provisions shall also ap-

ply to the government securities of member countries held by the
Fund. However. this provision shall not apply to currencies ac-
quired under III-9 (abnormal war balances).

V. Management

i. The administration of the Fund shall be vested in a Board of Di-

rectors. Each government shall appoint adirector and on alternate.
in a manner determined by it, who shall serve for a period of three

years subject to the pleasure of their government. Directors and
alternates may be reappointed.

In all voting by the Board, the director or alternate of each mem-
ber country shall be entitled to cast an agreed upon number of
votes. The distribution of voting power shall be closely related
to the quotas of member countries. although not in precise propor-
tion to the quota.. An appropriate distribution of voting power
would seem to be the following: Each country shall have 100 votes
plus I vote for the equivalent of each 100.000 Unitas ($1 million)
of its quota.

Notwithstanding the approved formula for distribut Dg voting power,
no country shall be entitled to cast more than adia of the
aggregate votes regardless of its quota. All decisions, except
where specifically provided otherwise. shall be made by a majority
of the member votes.

2. The Board of Directors shall select a Managing Director of the Fund
and one or more assistants. The Managing Director shall become an

ex officio member of the Board and shall be Chief of the operating

staff of the Fund. The operating staff shall be selected in ac-
cordance with regulations established by the Board of Directors.

3. The Board of Directors shall appoint from among its members an

Executive Committee to consist of not less than eleven members.

The Chairman of the Board shall be Chairman of the Executive Coe-

mittee. and the Managing Director of the Fund shall be an ex

officio member of the Executive Committee.

The Executive Committee shall he continuously available at the head
office of the Fund and shall exercise the authority delegated to it

- 8 -
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by the Board. In the absence of any member of the Executive Com-
mittee, his alternate shall act in his place. Members of the Ex-

ecutive Committee shall receive appropriate remuneration.

4. The Board of Directors may appoint such other committees as it finds

necessary for the work of the Fund. It may also appoint advisory

committees chosen wholly or partially from persons not employed by
the Fund.

5. The Board of Directors may at any meeting, by a four-fifths vote.
authorize any officers or committees of the Fund to exercise any

specified powers of the Board. The Board may not delegateAo.p
~~ta44, E tl.-o lttŽ. any authority which can be exercised

only by a £nuF-*+trInt ratr Y , 4.

Delegated po.ers shall be exercised only until the next meeting of

the Board, and in a manner consistent with the general policies and
practices of the Board.

6. The Board of Directors may establish procedural regulations govern-
ing the operations of the Fund. The officers and committees of the
Fund shall be bound by such regulations.

7. The Board of Directors shall hold an annual meeting and such other

meetings as it may be desirable to convene. On request of member

countries casting one-fourth of the votes. the chairman shall call

a eeting of the Board for the purpose of considering any matters

placed before it.

8. A country failing to meet its obligations to the Fund may be sus-

pended provided a majority of the member votes so decides. While

under suspension, the country shall be denied the privileges of

membership but shall be subject to the same obligations as any
other member of the Fund. At the end of two years the country

shall be automatically dropped from membership unless it has been
restored to good standing by a majority of the member votes.

Any country may withdraw from the Fund by giving notice. and its

withdrawal will take effect two years from the date of such notice.
During the interval between notice of .ithdrawal and the taking

effect of the notice. such country shall be subject to the same ob-

ligations as any other member of the Fund.

A country which is dropped or which withdraws from membership shall

have returned to it an amount in its own currency equal to its con-

tributed quota, plus other obligations of the Fund to the country.

and minus any sum owed by that country to the Fund. Any losses of

the Fund may be deducted pro rata from the contributed quota to be
returned to the country that has been dropped or has withdrawn from

membership. The Fund shall have fire years in which to liquidate

its obligation to such a country. When any country is dropped or
withdraws from the Fund, the rights of the Fund shall be fully

safeguarded.

- 9 -
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9. Net profits earned by the Fund shall be distributed in the following
manner:

a. 50 percent to reserves until the reserves are equal to10 per-
cent of the aggregate quotas of the Fund.

b. 50 percent to be divided each year among the members in propor-
tion to their quotas. Dividends distributed to each country
shall be paid in its own currency or in Unitas at the discretion
of the Fund.

VI. Policies of Member Conrmtries

Each sember country of the Fund undertakes the following:

1. To maintain by appropriate action exchange rates established by the
Fund on the currencies of other countries, and not to alter exchange
rates except with the consent of the Fund and only to the extent
and in the direction approved by the Fund. Exchanqe rates of nmm-
her countries may be permitted to fluctuate within a specified
range fixed by the Fund.

2. To abandon, as soon as the member country decides that conditions
permit. all restrictions over foreign exchange transactions (other
than those involving capital transfers) with other member countries,
and not to impose any additional restrictions without the approval
of the Fund.

The Fund may make representations to member countries that condi-
tions are favorable for the abandonment of restrictions oer for-
eign exchange transactions, and each member country shall give
consideration to such representations.

3. To cooperate effectively with other member countries when such
countries, with the approval of the Fund, adopt or continue con-
trols for the purpose of regulating international movements of
capital. Cooperation shall include, upon recommendation by the
Fund. measures that can appropriately be taken:

a. Not to accept or permit acquisition of deposits, securities, or
investments by nationals of any member country imposing re-
strictions on the export of capital except with the permission
of the Government of that country and the Fund:

b. To make available to the Fund or to the Government of any mee-
ber country full information on all property in the form of
deposits. securities and investments of the nationals of that
member country: and

c. Such other measures as the Fund shall recommend.

4. Not to enter upon any new bilateral foreign exchange clearing ar-
ranqgesents. nor engage in multiple currency practices, except with
the approval of the Fund.

- 10 -
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5. To give consideration to the views of the Fund on any existing or
proposed monetary or economic policy, the effect of which would be
to bring about sooner or later a serious disequilibrium in the
balance of payments of other countries.

6. To furnish the Fund with all information it needs for its operations
and to furnish such reports as it may require in the form and at the
times requested by the Fund.

7. To adopt appropriate legislation or decrees to carry out its under-
takings to the Fund and to facilitate the activities of the Fund.
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