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U.S. Treasury Department

Revised Draft

Preliminary Draft Outline
of a
Proposal for a United and Assoclated Natlons
Stabilizetion Fund

Preamble (to be drafted later)

Purposes of the Fund

1.

To stabilize the foreign exchange rates of the
currencies of the Unlted Natlions and naticns
assoclated with them.

To shorten the periods and lessen the degree of
disequilibrium in the international balance of
payments of member countries,

To help create condltions under which the smooth
flow of foreign trade and of productlive capital
among the member countries will be fostered,

To facilitate the effective utilization of the
blocked forelgn balances accumulating in some

countries as a consequence of the war situation.

To reduce the use of such forelgn exchange
restricticns, bilateral exchange clearling arrange-
ments, multiple currency devices, and discrimina-
tory forelzn exchange practices as returd the
growth of world trade¢ and the International flow
of productive capital.

Composition of the Fund

1.
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The Fund shall consist of gold, currencles of
member countries, and securitles of member
governments,

Each of the membcr countries shall subscribe a

specificd amcunt which will be callcd 1ts quota,
The aggregate of quotas of the member countries
shall be the ecquivalent of at least $5 billlion.

The quota for each member country shall be deter-
mined by an agrecced upon formula. The formula
shall give due weizht to the important factors
rclevant to the determination of quotas, €.2.,

a country's holdings of g»old and forcign e¢x-
change, thec magnitudc of the fluctuations In 1ts
balance of international payments, 1ts national
income, ctc.

Each member country shall provide the Fund with
100 percent of its quota on or before the date
set by the Board of Dircctors of the Fund on
which the Fund's opcrations arc to begin.
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it« Each member country shall pay 25 percent of its
guota in gzold, 25 percent in local currency, and
50 percent In its own (1,e., government) securltiles,.
tlowever, any country having less than $300 million
in gold need provide only 15 percent of its guota
in zold, and any country having less than $100

million in gold need provide only 10 percent of

ts gquota in gold, the contributions of local

urrency being increased correspondingly. A coun-

try may, at its option, substitute gold for its

currency and securities or It may substitute its

currency for its securities.
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5. The aguotas shall be adjusted three year
the establishment of the Fund, and t i
of Tive years thereafter, in ac rdance
agrecd upon formula

g after
nternvals
with the

6., Any changes In the formula by which the Jjuotas
of member countries are determined shall be made
only with the approval of a four-fifths vote of
the Board.

ITII. Powers and Operations

The TMund shell have the following powers:

1. To buy, sell, and hold gold, currencles, bills of
exchange, and government securities of member
countries; to earmarig and transfer gold; to
issue its own obligations, and to offer them for
dlscount or sale in member countriles.

All ne.b&; countries agree that Lll

currency holdings of the Fund shall be frce from
any restrictions as to thelr use. This provision
eS8 not apply to bloeked forelgn balqrc*“ ac-
ulrcl by the Fund in accordance with the pro-
/islons of III-9, below,

2e The rates et which the Fund will buy and sell
one member's currency for another and the rates
In Tocal currency at which it will buy and sell
gold shall be establlished as follows:

a. For any country which becomes a member
prior to the date on which the Fund's
opcruticw be{nt, the rate Initially

used by the Fuﬂd shall be based upon

the value of the currency in terms of
U.S5. dollars which prevalled In the
geventh month prior to the esteblishment
of the Fund.
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For any country which has been occupied by

the enemy, the Fund shall use the exchange
value fixed by the Government of the 1lib-
erated country (in ccnsultation with the

Fund) within one moenth after such liberatione<
Until the rate is fixed by such a country,

" the Fund shall undertake no operations in

that currency.

For any country which becomes a member
subseguent tc the date on which the Fund's
operations begin, t:.e exchanze value of its
currency shall be determined in accordance
with provisions 111-2(a) and (b) above,
except that another exchanze value may be
established in the manner provided in TII-2
(d) below for a change in the exchanie value
of the currency of a member country.

Chu,_bs in the exchange value of the¢ cur-
,ncy of a member country shall be cons id-
red only when essential to the correction
of a fundamental aiscguilibrium and shall
bc made only with the approval of threc-
fourths of the memb.r votes, provided that
the representative ol the Member Country
whose currency is belng altered in value
concurs, An exception to th¢ above shall
be countriecs which cstablished thelr rates
In accordance with the spccial provisions
for countries occupled bl the ecnemy. In
the case ol such countries, the rate of
exXchange may be altcred within tAree ycars
from the date on vilch the Fund's operations
bcgan, with the a.croval of the majority of
the Fund, provided that the country whose
rate of exchange 1s being altered concurs.

The Fund shall seeve—tre—wedpiese—al de ter-
minigls buying and a selling rate for esach

currency and for gc q;}féke*ﬁaxc&niuge

Spresd between the buying and selling rated)
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The Fund's holdinss of the currency and
securlties of any member country shall
not exceed!during the first year of the
operation of the Fund, 150'percent of
the gquota of that country, Tt shall not
exceed during the first two years 200
percent of such quota; and thereafter
1t shall not exceed 250 percent of such
quota; except upon approval by the Fund,
and provided that at least one of the
following two conditlons is met:

i. In the judgment of the Fund satls-
factory measures are being or will
be taken by the country whose currency
is being acguired by the Fund, to cor-
rect the disequillbrium in the country's
balence of payments, or

It is believed that the balance of
payments of the country whose cur-
rency is being acquired by the Fund
will be such as to warrant the ex-
pectation that theé excess currency
holdings of the Fund can be disposed
of within a reasmable time;

e
s
.

noldings of the currency of ang member
uuptr“ or countries fall below 20 per-
cent of thelr respective guotas, the sale
shall also reguire the approval ol the
Board representatives of these countries,

p“ov'ied { r, that, when the Fund's

A~
The Fund shall 11X s—eweess] charge to be
pald by the member country on the Fund's
holdinra of _I1ts currency in excess of the

NI Ve _‘t.q .c]v_q

hhcn the Fund' holdings of lccal currency
and securities exceed the permissible quota
for a country, the country shall deposit

'1th the Fund a special rescrve in accordance
with regulations prescribed by the Board of
Directors. This provision does not apply

to currencies acquired under III-9 below,

Vhen in the judgment of the Fund a member
country, whose currency and securitlcs
held by the Fund excced 1ts guota, 1s ex-
hausting 1ts permissible guota more rapidly
then 1s warranted or is using Ifs per-
}i“aiblﬂ quota in a manner that clearly has
the effect of preventing or unduly delaying
fVu cstablishment of a sound balance In 1ts
Intecrnational accounts, thc Fund may
placc such condiftions upon additlonal sales
of ferelgn excheangec to that country as it
dcems to be in the general intercst of the
Fund.
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e. A'charge at the rate of 11 percent per annum,
payable in gold, shell be levied against any
member country on the amount of its currency
held by the Fund in excess of.éﬁg~norcont of
the quota of that country.

T .
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In case the Fund finds 1% neccssary to borrow
additional currcency to mect the demands of
its members, sn additional charge shall be
made by the Fund sufficlent to cover the cost
of the borrowlng.

Blocked foreien balsnces acaquired by the
Fund (in accordsnce with III-9 below) shall
not be included in the computed balance of
local currency used 28 a besis for these
chareces

f. When the Fund's holdings of the local cur=
rency and securities of a member country
exceed) 150 percent of Ahe quots of that
country, the Fund shrll, upon request of
the member country, re _11 to the member
country the Fund's excess holdines of the
currency of that country for gold or
acceptable forecion exchange.

The riesht of a member country to purchese foreign
exchange from the Fund with 1ts loeal currency
for the purposc of meecting an adverse baleance of
nayments on current account is recognized only

to the extent of its permissible guota, subject
to the limitsation in I1I-3 above and III—? below.

The Fund mey scll forcipgn exchange to & member
country, under conditions prescribed by the Fund,
to facilitate a treansfer of crpltal, or repay-
ment or ndjustment of foreien debts, when in the
Judegment of the Board such » transfer is desir-
able from the voint of view of the general inter-
nntionnl cconomic situmtion, pnrovided the Fund's
holdineg of the currency snd securities of the
member country do not exceed 150 percent of the
auota of thet country. When the Fund's holdines
of the loecsl currcncy nnd securities of » member
country exceced 150 percent of the auota of that
country, thﬁ Fund may, in exceptionel circum-
strnces, sell forelegn exchange to the member
count ry Ior the above purposes with the approval
of thrae-fourths of the member votes.

When the purchases snd seles of currencles by

the Fund to finsance the balance of pnymonts of
a member country have resulted in an exces

of smrles of 1ts currcency to the extent of SO
percent of its quota, or when the Fund's hold-




& @

ings of the currency and securitles of a member
country beconie excessively small in relation to
prospective acquisitions and needs for that cur-
rency, the Fund shall render a report to that
country., The report shall embody an analysis

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, recommenda-
tions designed to lncrease the Fund's holdings
of that currency. The Board member of the
country in question shall be a member of the
FPund committee appointed to draft the report.
This report shall be sent to all member
countrlies and, if decemed desirable, mads public,
Membor ccuntries agrece that they will glve
Immedlate and careful attention to recommenda-
tions made by the Fund.

Whenever it becancs evident to the Board of
Dircetors that the anticipated demand for any
partlcular currency may soon cxhaust the Fund's
heldings of that ecurrency, the Board of Di-
rcctors of the Fund shall inform f cmber
countries of thc probable supnly of cur-
rency and of a proposed method for cgqul tablc
distribution, together with suggcs for
helping to equate the antlclpatcd
and supply of thc currency,

The Fund shall make every effort to increase
the supply of the scarce currency by acquiring
that currency from the foreign balances of
member countries. The I'und may make gpecilal
arrangements with any member country for the
purpose of providing an emergency supply under
appropriate conditlions which are aceceptable to
both the Fund and the member country,

The right of any member country to acquire an
amount of otheér currencies equal to its per-
misslble quota shall be limited by the neces-
sity of assuring an appropriate distribution
among the various members of any currency the
supply of which is being exhausted. The Fund
shall apportion its sales of such scarce cur-
rency. In such apportionment, 1t shall be
zulded by the principle of satisfyving the
most urgent neceds from the point of view of
the general Intermational economic situatlon.
It shall also consider the special needs and
resources of the particular countriecs muking
the request for the scarce currency.

In order to promotc the most effective use
of the avalleble and accumulating supply of
forel tn exchangc resources of membor coun-
‘ries, ouch member country agrees that it
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will offer to sell to the Fund, for its local
currency or for foreign currencies whilch the
member country needs, one-half of the forelgn
exchange resources and gold it acquires 1In ex-
cess of the approximate amount it possessed
immediately af ter joining the Fund. For the
purpose of this provision, including computa-
tions, only free and liguid forelgn exchange
resources and gold shall be consldered. The
Fund may accept or reject the offer.

To help achlieve this objective each member
country agrees to discourage the excessive
accurmulation of foreign exchanie resources and
gold by its netionals. The Fund shall inform
any member country when, in its opinion, any
further growth of privately held foreign ex-
chenge resources and gold sappears unwarranted.

To buy from the governments of member countries,
blocked foreign balances held in other countries,
provided all the following condltions are met:

a, The blocked balances arc in member coun-
trics and are reported as such (for the
purposc of this provisicn) by the member
zovernment on date of its becoming a
membexr.,

b. The country selling the blocked balances
to the Fund agreces to transfer these bal-
ances to the Fund and to reourchase from
he Fund 0 percent of them (at the szame
price) with gold or such free currencles
as the Fund may wish to accept, at the
rate of 2 percent of the transferred
balances each yecar for 20 years begin-
ning not later than 3 ycars after the
date of transfer,

c. The country in which the blocked balances
arc held agrees to the transfer to the
Fund of the balances describczd in (b)
asbove, and to repurchasc from the Fund
40 percent of them (at the same price)
with gold or such frec currencies as the
Fund may wish to accept, at the rate of
2 percent of the transferred balances
cach ycar for 20 ycars beglnning not
later than 3 years after the date of
transfcr,

d. A charge of 1 pecrcent on the amcunt of
blocked balanccs scld to the Fund, pay-
able in gold, shall be levied against the
country sclling its blocked bhalances and
against the country In which the balanccs
arc held, In addition a charge of 1 per-
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jo The Fund shall determine from time to time
vhat shall be the maximum proportion of the
blocked balsnces it will purchase under this
provision.

Rlocked balances acgquired under this pro-
vision shall not be included in computing
the amount of foreign exchange avallable

to member countries under their quotas.

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

To borrow the currency of any member country pro-
vided the additional amount is needed by the Fund
and provided the Board representative of that
country approves.

To 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 securitles are to be sold
approve, except that the approval of the repre-
sentative of the issuing country shall not be
necessary if the obligetions are to be sold in
its own market.

To use its holdings to obtaln rediscounts or
advances from the central bank of any country
whose currency the Fund requires.

To invest any of its currency holdings in
government securities and prime commercial
paper of the country of that currency provided
that both the Board-representative of the coun-
try in which the investment 1s being made and
of the country whose currency is being invested
approve. If an investment 1s to be madc with
gold, three-fourths of the member votes must
approve.

To lend to any member country its local currency
from the Fund for one year or less up to 75 per-
cent of the currency of that country held by the
Fund, provided such loan is approved by four-
fif ths of the membir votcs.

To levy upon membecr countriecs a pro rata share
of the expenscs of operating the Fund, payable
in local currency, not to exceed 1/10 percent
per annum of the quota of cach country. The
levy may be made only to the cxtent that the
carnings of the Fund are¢ inadcquate to meet its
current expensss, and only with the approval of
four-fifths of the member votes,
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To make a service charge en all exchange and
gold transactions,

16, The Fund shall deal only with or through

4. The treasuries, stabllization funds, or
central banks acting as fiscal agents of
member governments;

b. Any international banks owned predominatly
by member governments.

.

The Fund may, nevertheless, with the approval of

the member of the Board :iepres senting the govern-
ment of the country CJHVU‘PQM, sell its own securi-
ties, or securities it holds, directly to the

public or to institutions of ncmb r countries,

IV. Monetary Unit of the Fund

l. The monetary unit of th¢ Fund shall be the Unitas
(8N) consisting of 137 1/7 grains of fine gold
(equivalent to $10 U,.S.). Any change in the gold
content of the Unltas shull be mcde only witn the
approval of B5 percent of the membern vct S. When
such change is made thc zain or loss stained by
the Fund on Its holdings of gold shall bc distri-
buted equitably among the membirs of the rund,

The accounts of the Fund shall be ept and pub-
llslfd in terms of Unitas,

2. The value of the currency of each member country
shall be fixed by the Fund in terms of Unitas
and may not b“ altereg by any member country with-
out the approval of three-fourths of the member
votes.,

2+ Nc change in the value of the currencies of mem-
ber countries shall be permitted to alter the
value in gold or Unitas of the assets of the Fund.
ihenever the currency cf a member country has
depreciatcd to a significant extent, tnut country
must deliver to the Fund when ruiubat d an amount
of 1ts local currency equal to the decreased
value of that currency held by the Fund. Likewlse,
if the currency of a particular country should
appreclate, the Fund must return to that country
an amount (in the currcncy of that country) equal
to the resulting inercase in the gold or Unitas
value of the Fund's noldings. The¢ same provi-
Slcns shall also apply to the government s ecuri-
tlcs of member countrics held H; the Fund. How-
cver, this provision shall not apply to curren-
cles acquired undcr III-9 (blocked balances).

V. MNenagement
———— e

l. The admini:tr;tioﬁ Pf th; Fund shall bc vested
in a Board of Dirc '8« Egch government shall
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appolint a director and an alternate, in s msnner
determined by 1t, who shall serve for a period
of three years subject to the pleasure of their
government. Directors and alternates may be re-
appointed.

In all voting by the Board, the director or
alternate of each member country shall be en-
titled to cast an agreed upon number of votes.
The distribution of voting power shall be closely
related to the quotas of member countries, al-
though not in precise proportion to the quotas.
An appropriate distribution of voting power would
seem to be the following: Each country shall
have 100 votes plus 1 vote for the eguivalent of
each 100,000 Unitas (81 million) of its quota,

Notwithstending the approved formula for dis-
tributing voting power, no ccuntry shall be
entitled to cast more then one-fifth of the
aggregate votes regardless of its quota. All
decisions, except where snecifion1lj orovided
otherwise, shall be made by a majority of the
member votes.

The Board of Directors shall select a Managing
Director of the Fund and one or more assistrnts.
The Managing Director shall become an ex offiecio
member of the Board and shall be Chief of the
operating staff of the Fund. The onmerating staff
shall be selected in accordance with regulantions
esteblished by the Board of Directors.

The Board of Directors shall appoint from among
its members an Executive Committee to consist of
not less than eleven members. The Chalirman of
the Board shnll be Chairman of the Executive
Committee, and the Managing Director of the Fund
shall be an ex officio member of the Executive
Committee.

The Executive Committee shall be continuously
avallable at the head office of the Fund and
shall exerclse the authority delegnted to it
by the Board. 1In the absence of any member

of the Executive Committee, his alternate
shall act in hls place. Members of the Execu-
tive Committee shall receive approovriste remu-
neration,

The Board of Directors may appoint such other
committees as it finds necessary for the work
of the Fund. It may salso sppoint ndvisory
committees chosen wholly or vartislly from
persons not employed by the Fund,
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The Board of Directors may at any meeting, by

a four-fifths vote, authorize any officers or
committees of the Fund to exerclise any specified
powers of the Board. The Board may not delegate
any authority the exercisec of which requires the
approval of more than one-half of the member
votes. :

Delegated powers shall be exercised only until
the next meeting of the Board, and In a manner
consistent with the general policies and prac-
tices of the Board.

The Board of Directors may establish procedural
regulations governing the operations of the Fund.
The off'icers and committees of the Fund shall

be bound by such regulations.

The Board of Directors shall hold an annual mect-
ing and such other mectings as 1t may be desir-
able to convene. On request of member countries
casting ome-fourth of the votes, the chalrman
shall call a mccting of the Board for the purpose
of considering any matters placed before 1t.

A country failling to mect 1ts oblizaticns to the
Fund may be suspended provided a majority of the
member votes so decides. While under suspension,
the country shall be denicd the privileges of
membership but shall be subject te the same ob-
ligations as any other member of the Fund. At
the end of two years the country shall be auto-
matically dropped from membershlp unless 1t has
been restored to good standing by & majority of
the member votes.

Any country may withdraw from the Fund by giving
notice, and 1ts withdrawl will take effect two
years from the datc of such notlec. During the
interval between notice of withdrawal and the
taking effcet of the notice, such country shall
be subjcet to the same obligations asany other
mcmber of the Fund,

A country which is dropped or which withdraws
from membershlp shell have returned to it an
amount in its own currency c¢qual to 1ts con-
tributed quota, plus other obligations of the

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

Fund may be deducted pro rata from the contributcd
quota to be returned tc the country that has been
dropped or has withdrawn from membership. The
Fund shall have five ycars in which to ligquidate
its obligation to such a country. When eany
country is dropped or withdraws from the Fund,

the rights of thec Fund shall be fully safeguarded,
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Net nrofits earned by the Fund sheall be distri-
buted in the foellowlng menner:

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

b. 5O percent to be divided each year among
tlie members in proportion to their aquotas,
Dividends distributed to eacihh country shall
be pald in 1ts own currency or in gold at
the discretion of the Fund.

Policies of Member Countries

Each member country of the Fund underteokes the follow-

ing}

1,
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To maintain by appropriate action exchance rates
established by the Fund on the currencles of
other countries, and not to alter exchanze rates
except with the consent of the Fund and only to
the extent and in the directlon approved by the
Fund., Exchange rates of member countries may

be permitted to fluctuate within a specified
range fixed by the Fund.

To cooperate with the Fund and with other member
countries in effectuating the policlies of the
Fund, snd not to undertake exchange deallnes
with member or non-member countries that will

undermine stablillty of exchange rates established
by the Fund.

To abandon, as soon as the member country de-
cldes that conditlons permit, all restrictions
over forelen exchange transactions (other than
those involving capital transfers) with other
member countries, and not to impose any addi-
tionel restrictions (except uvon capital trens-
fers) without the approval of the Fund,

The Fund may meke representations to member
countries that conditions are favoreble for

the abandonment of restrictions over foreign
exechange transactions, and each member country
shall ecive consideration to such representations.

To cooperate effectively with other member coun-
tries when such countries, with the approval of
the Fund, adopt or continue controls for the
purpose of regulating international movements

of eapitsl, Cooperation shall include, upon
recommendation by the Fund, measures that can
approorlately be taken such as
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as Not to accept or permit acquisitio
deposits, securiticg, or investments
nationals of any member country imoo
1eatriatlong on the export of capni
cept with the permission of the Go
of that country and the Fund ;

b. To make avallable to the Fund or to
Government of any member country s
formation, as the Fund considers necesss
on propbrty in the form of deposits, securi-
ties and investments of the nationals of
the member country imposinz the restric-
tions.

Not to enter upen any ncw bilateral foreig
cnqnsu clearing arra angemcnts, nor engsge 1
multiple currency practices, which in the judg-
ment of the Fund would rgtbrd the growth of
world trade or the ini:rnatlonal Tlow of pro-
ductive capltal,

To count as a part of its lcgsl gold reserves
(whe ther acalinst note ‘ssues or central bank
deposits):

nd's holdinss of the currency and securi-
> 8 nf that member country are not in
cess of the quota, or

g1

O ercent of 1its qdota, previded that the
11
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b. 50 percent of its 1uoru less 25

~ of the amount by which the Fund
of the local currency and gecur
that country exceed 1Ts quo ta,
the Mund's holdin:s of a local o
excecd the gquota of the country,
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