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& S@ICTLY CONFIDENTIAL”

U.S. Treasury Department
Roviaed Draft

Prellminary Draft Outline
of a
Proposal for a United and Associated Natlons
Stablllization Fund

Preagmble (to be drafted later)

Purposes of the Fund

1.

To steblllze the foreign exchange rates of the
currencies of the United Nations and naticns
assoclated with them,

To shorten the periods and lessen the degree of
disegquillibrium in the iInternaticnal balance of
payments of member countries,

To help create conditicns under which the amooth
flow of foreizn trade and of productive capital
among the membsr countries will be fostered,

To facilitate the effectlive utilization of the
blocked forelgn balances accumulating in some
countries as a consequence of the war situation.
To reduce the use of such forelpgn ex 3

"trir-tjrn.;l bilateral exchange clearing arrange-
ments, multiple currcncy devices, and discrimina-
tory for 1 cichange practices as retard the
Egowt} of world trade and the International flow
of productive capltal.

Composition of the Fund

1,

A8}

The Fund shegll consist of gold, currcncies of
member countries, and securities of momber
governments.,

Each of the momber countries shsll subscribc a

sscc*fifd amount which will be called 1ts quota.
The aggregate of quotas of the member countries
shall bm the cquivalent of at least $5 billion.

The quota for each member country shall be deter-
mined by an agrecd upon formula. The formula
ghall glve dus welight to the ﬁmgorts:t factors
rclcvant to the determination of guotas, e€.2.,

a country's holdings of gold and foreign ex-
change, the magnitudec of the fluctuations 1in 1ts
balance of international payments, 1ts national
income, ote.

Fach member country shall provide the Fund with
100 percent of its quota on or before thc date
sct by the Board of Dircctors of the Fund on
which the Fund's optraticns are to begin.
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Each member country shall pay 50 percent of its quote

in eg0ld and the remainder in local currency or securi-
tles at i1ts option, except that for any country whose
gold and foreign exchange holdings are less then its
quota the required contribution in gold shall be 50 per-
cent of such noldings maklng up the deficliency by pay-
ing 1ts currency.

The quotas shall be adjusted three years after the
establishment of the Fundg and at intervels of five
yecars thercafter, in accordance with the agreed upon

Any chances in the formuls by which the aquotas of
member countries are determined shall be made only
with the anproval of a four-fifths vote of the Board.

Powvers and Opcrations

The Fund shsll hsave the following nowers:

1
b B

na

To buy, sell, and hold gold, eurrencies, bills of
exchange, and government securities of member
countrics; to carmark and transfer gold; to issue
1ts own obligatlons, and to offer them for discount
or sale in mecmber countries. L

All mcmber countries agree thet all of the locel
currency holdings of the Fund shall be free from
any restrictions as to their use. This provision
does not spply to blocked foreign bslances nc-
quired by the Fund 1in accordsance with the provi-
sions of III-9, below.

The rates ot which the Fund will buy ond sell
onc membgr's currency for another and the rates
in loenl)l currency at which 1t will buy and sell
gold shell be establlished as follows:

T

a. For any country which becomes n membe
prior to the date on which the Fund's
opecrations begin, the rete initially
used by the Pund shell be based uoon
the valuec of the currency in terms of
U.S. dollers which vrevalled in the
seventh month prior to the establishment
of the Fund.

If in the Jjudegment of the Fund the rbove
rate 1s clearly insppropriste, the Fund

may call for a reconsiderntion of this rate,
and no onerations in such currency shall be
undertaken by the Fund until a rate has
becen estnblisghed which hns the aonrovel

of the Fund and of thec country in question.
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b. For any country which has been occupied by
the ecnemy, the Fund shall use the exchange
value fixed by the Government of the 1ilb-
crated country (in consultation with the
Fund) vi thin one month aftcr such libcration,
Untll the rate 1s fixed by such a country,
the Fund shall undertake no operations in
that currency.

ce For any country which becomes & momber
subsequent to thc date on which the Fund's
operations begin, the cxchange value of 1ts
currency shall be determined In accordance
wlth provisions III-2(a) and (b) above,
except that another exchange valuc may be
established in the manner provided in III-2
(d) below for & change In the exchangc value
of the currency of a mcmber country,

d. Changes In the exchange value of the cur-
rency of & member country shell be consid-
ered only whem esscentlial to the corrcctlon
of & fundamental dlsequilibrium and shall
be madc only with the approval of thric-
fourths of the mcmber votcs, providecd that
the reprcscntative of the mecmber country
whose currcency 1s belng altercd In value
concurs, An cxception to the above shall
be countries which established thcir ratcs
in accordance wlth the speclal provisions
for countriecs occupiecd by the encmy, In
the casc of such countrics, the rate of
exchenge may be altercd wlthin threc ycars
from thc date on which the Fund's operatlons
becgan, with the approval of the majority of

he Fund, provided that the country whosec
rate ol cxchange is becing altered concurs,

¢e The Pund shall determine the sprehd between
the buying and sclling rates for each currency

end gold,

To scll to the Treasury of any member country (or
stabilization fund or central bank acting as 1ts
agent) at the accepted rate of exchange, currency
of any member country which the Fund holds, pro-
vided that:

2. The forcign exchange demanded from the Fund
1s required to mect an advcrse balance of
payments predominantly on current account,

When the gold and frce foreign exchanze hold-
ings of a membcr country exceced 50 percent of
1ts quota, the Fund In selling forcign cxchan

to such member country shall requlre that onc-
half of =uch exchange shall be peid for with
gold or forcign cxchangc acceptable to th
Hund.
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The Fund's total holdines of the currency and
securities of any member country shall not ex-
ceed the quota of such country by more than

50 nercent durling the first year of operation
of the Fund, and thereafter shall not exceed
such quota by more than 100 percent. The total
holdings thus permitted are termed the permis-
gsible quota of a country. When the Fund's

holdings of local currency and securities are
equal to the permissible quota of a country,
the Fund may sell foreign exchange for such
additional local currency only with the
specific approval of the Board of Directors
and provided that at least one of the follow-
ing two condlitlons 1s met:

i. In the judement of the Fund satisfactory
measures are being or will be taken by
the country whose currcney is acqulired
by the Fund, to correct the disequilibrium
in the country's balance of payments; or

i1. It 1s belleved thst the balance of pay-

ments of the country whose currency is
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 reasconable time;

provided, further, that when the Fund's holdines
of the currency of any member country or countries
fall below 20 percent of theilr resmective quotas,
the sale shall also requlre the approval of the
Board representatives of these countries.

When the Fund's holdings of locesl currency and
securlties exceed the vermissible quota for a
country, the country shall deposit with the
Fund a speeial reserve in accordence with
regulations prescribed by the Bosrd of
Directors. This provision does not apply

to currencies acquired under II1I-9 below.

Wrnen in the judgment of the Fund a member
country, whose currency and securities

held by the Fund exceced its quota, ls ex-
haustine its permissible quota more rapldly
than is warranted or is using 1ts permis-
sible quota in a manner that clesrly has
the effect of preventing or unduly delaying
the estnablishment of s sound balance in 1its
international accounts, tiie Fund may place
such condltions upon additionnl sales of
foreign exchange to thet country as it
deems to be in the general interest of the
Fund.
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¢. A charge, uniform to all countries, at a
rote of not less than 1 percent per annum,
payable in gold, shall be lcvicd against
any country on the amount of 1ts currency
held by the Fund 1n excess of the quota of
that country. An cddltional charge, payable
in gold, shall be levied by the Fund against
any member country on the Fund's holdings of
Its currcncy in cxcess of the permissible
quota of that country. In casc¢ thec Fund
finds 1t neccssary to borrow currcncy to mcet
the dcmands of 1te members, an additional
chargc, pavablc in gold, shall be made by the
Fund sufficient to cover thc cost of the
borrowlng.

Blocked foreign balanccs acquired by the Fund
(in accordance with III-§ bclow) shall not be
includcd in the computed balance of local
currcncy used as a basis for these charges.

f. When the Fund's holdings of the local cur-
rcney and sccurities of a member country
exceed the quota of that country, the Fund
shall, upon request of thec member country,
rescll to the member country the Fund's
cxcess holdings of the currcncy of that
country for gold or acceptablc forcign
cXxchange.

The right of a member country to purchase foreign
exchange from the Fund with its local currency
for the purpecse of meeting an adversc balance of
payments on current account is recoznized so long
as the FPund's holdings of 1ts local currency and
securitiecs do not exceed 1ts permlssible quota,
subjecct te the limitations in III-? above and
I1I-7 bclow,

The Pund may sell forecign cxchangec to a member
country, under conditions prescribed by the Fund,
to facilitatc a transfcr of cepltal, or repay-
ment or adjustment of fercign debts, when in the
judgment of the Board such o transfer 1s deslr-
able from the point of view of thc gencral inter-
national economic situation, providcd the Fund's
holdings of the currcncy and sccuritics of thce
member country do not excced 150 pcrecnt of the
quota of that country. When thc Fund's holdings
of the local currency and sccuritics of a member
country c¢xcececd 150 percent of the quota of that
country, the Fund may, in exceptlonal circum-
stances, sell feorelgn exchange to the member
country for the above purposes with the approval
of three-fourths of the member votes,.

WWhen thc purchases and sales of currenclies by
the Fund to finance the balance of payments of
& member country have resulted In an uvxcess
of sales of its currency to the extent of 80
percent of 1ts quota, or when the Fund's hold-
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ings of the currency and securitlies of a member
country become excesslively small in relation to
prospective acqulsitions 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
holdinge 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
Fund committee appointed to draft the report.
This report shall be sent to &ll member
countrlies and, If deemed desirable, made public.
Member countries agrce that they will give
immediate and careful attention to recommenda-
tions made by the Fund.

Whencver it becanes evident to the Board of
Dircctors that the anticipated demand for any
particular currency may soon c¢xhaust the Fund's
holdings of that currency, thc Board of Di-
rcctors of the Fund shall inform the member
countrics of the probable supply of the cur-
rency and of a proposed method for its cqultablc
distribution, together with suggcstions for
helping to equate the antlicipated demand for

and supply of the currency.

Tie Fund ghall make every effort to increase
the supply of the scarce currency by acquiring
that currency from the foreign balances of
member countries., The Fund may make special
arrangements with any member country for the
purpose of providing an emergency supply under
appropriate conditions which are acceptable to
both the Fund and the member country.

The right of any member country to acquire an
amount of other currencies equal to its per-
misslble quota shall be limited by the neces-
slty of assuring an appropriste distribution
among the varicus members of any currency the
supply of which is beilng exhausted. The Fund
shall apportion its sales of such scarce cur-
rency. In such apportionment, it shall be
gulded by the princlple of satisfying the
most urgent needs from the point of view of
the general international economic situation,
It shall also consider the special needs and
regsources of the particular countries making
the regquest for the scarce CUrrency. i

In order to promote the most c¢ffective use
of the availeble and accumulating supply of
forelgn exchange resources of member coun-
4 ' 4 y - L ]
crice, cach member country agrees that 1t
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will offer to sell to the Fund, for its local
currency or for foreign currencies which the
member country needs, one-half cf the forelgn
exchange resources and gold i1t acquires 1n ex-
cess of the approximate amount 1t possessed
immediately aftor joining the Fund. For the
purpose of thie provision, including computa-
tiong, only free and liquid foreign exchange
resonrces and geld shall be considered. The
Fund may accept or reject the offer,

To help achleve thls objective each member
country agrees to discourage the excegsive
accumulation of foreign exchanie resources and
gold by its nationals. The Fund shall inform
any membsr country when, in 1ts opinion, any
further growth of privately held foreign ex-
change resources and gold appears 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-
trice and are reported as such (for the
purpcse of this provisicn) by the membsr
zovernment on date of its becoming &

member,

b, The country selling the blocked balances
to the Fund agrees to trancsfer these bal-
ances te the Fund and te reourchase from
the Fund L0 percent of them (at the samc
price) with gold or such free currencies
as the Fund may wish to accept, &t the
rate of 2 percent of the transferred
balances each year for 20 years begin-
ning not later than % ycars aftcr the
late of transfer.

¢e The country in which the blocked balances
&rc held agrees to the transfer to the
Fund of the bealances described in (b)
zbove, and to repurchasc from the Fund
40 percent of them (et the same price)
with gold or such frec currcncles zs the
Fund may wish to accept, at the rate of
2 percent of the transfcerred balances
cach ycar for 20 yecars beginning not
later than % years after the date of
transfcr,

d. A cherge of 1 percent on the gmount of
blocked balances scld to the Fund, pay-
able in gold, shall be levied against the
country selling 1ts blocked balances and
against the country 1In which the balanccs
arc held, In addition a charge of 1 per-
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J. The'Fund shell determine from time to time
what shall be the maximum provnortion of the
blocked balances 1t will onurchsase under this
provision.

Blocked balances acquired under this provi-
sion shall not be included in computlng the
amount of forelgn exchange avalilnble to
member countries under thelr quotas.

To buy =nd 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
currenclies beyond 60 days after datc of purchnase
except wilth the approval of the Fund.

To borrow the currency of any member country pro-
vided the additional amount is necded 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 lssulng the securities snd of the
country in which the sccurities are to be sold
approve, except that the aporoval of the repre-
sentative of the lssulng country shall not be
nccessary if the obligations are to be sold in
1ts own market.

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

To inveost any of 1ts currency holdings in
government sccurltics and onrime commercisal
paper of the country of that currency nrovided
thnt both the Beard representative of the coun-
try in which the investment ig beilne made and
of the country whose currency 1s belng invested
APDrove.

To lend to any member country its local currency
from the Fund for one yeor or less up to 75 per-
cent of the currency of that country held by the
Fund.

To levy upon member countrics a pro rata share of
the expenses of operating the Fund, payable in
locnal 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 sre ilnadequate to mcet its current
expenses, and only with the approvel of four-
fifths of the member votes,
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central banks acting as cal 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 representing the govern-
ment of the country concerned, sell its own securl-
ties, or securities it holds; dlrectly to the
public or to institutions of member countries,

IV. Monetary Unit of the Fund

1, The monetary unit of the Fund shall be the Unitas
(6N) consisting of 137 1/7 grains of finc gold
(equivalent to $10 U.S.)s Any change in the gold
content of the Unitas shall be made only with the
aoproval of B5 percent of the membcr votes., When
such change 1s madc thc gain or less sustained by
the Pund on its hoidinzs of gold shall be distri-
buted cquitably among the members of the Fund.,

the Fund shall be kept and puab-
of Unitas.

2, The value of the currency of each member country
shall be fixed by the Fund in terms of Uniltas
and may not be altered by any member country wi th-
out the approval of three-fourths of the member
votes.,

Ne change in the value of the currenclies of mem-
ber countries shall be permitted to alter the
value in gold or Unitas of the assets of the Fund.
Whenever the currency of a member country has
depreciated to a significant extent, that country
must deliver to the Fund when reguested an amount
of 1ts local currency equal tc the decreased

value of that currency held by the Fund. Llkewlse,
if the currency of a particular country should
appreciate, the Fund must rcturn to that country
an amount (in the currcney of that country) equal
to the resulting inercasc in the gold or Uniltas
value of the Fund's holdings. Thc same provi-
sions shall also apply to the government securi-
tics of member countrics held by the Fund. How-
cver, this provision shall not apply to curren-
cies acquircd undcr ITI-9 {(blocked balances),

V. MNanagement

l. The administretion of the Fund shall bc vestcd
in a Board of Dircctors. Each government shall
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apooint a director and an alternate, in a2 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 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 guotas 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 equivalent of
each 100,000 Unitas ($1 million) of its quota.

Notwithstonding the approved formuls for dis-
tributing voting power, no country shall be
entltled to cast more then one-fifth of the
aggregate votes regardless of its quota, All
decisions, except where specifically onrovided
otherwlise, shall be made by a malority of the
member votes.

The Board of Directors shall select a lMasnaging
Director of the Fund and one or more assistants.
The Managing Director shell become an ex offiecio
member of the Board and shall be Chilef of the
operating staff of the Fund, The onerating staff
shall be selected 1n accordsnce with regulations
estnblished by the Board of Directors.

The Board of Directors shall appoint from nmong
its members an Executive Committee to consist of
not less than eleven members. The Chairman of
the Board shall be Chairman of the Executive
Committee, snd the Managing Director of the Fund

shnll 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 exercise the authority delegnted to 1t
by the Board. In the absence of any member

of the Executive Committee, his elternate
shall act in his place. UMembers of the Execu-
tive Committee shall receive appropriste remu-
neration,

The Board of Directors may sppoint such other
committees ns it finds necessary for the work
of the Fund. It mey also eppoint rdvisory
committees chosen wholly or partislly from
persons not employed by the Fund.
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The Board of Directors may et any meeting, by

a four-fifths vote, authorize any ofiice;s or
committess of the Fund to exercise any specified
powers of the Board. The Board may not delegate
any authorlity the exercise of which reguires the
approval of more than one-half of the member
votes,

Delegated powers shall he exercised only until
the next meeting of the Board, ﬁnd in a manner
conslstent with the general policies and prac-
tices of the Board.

The Board of Directors may estabilish procedural
regulations governing the operations of the Fund.
The officers and committees of the Fund shall

be bound by such regulations.

The Board of Directors shall hold an annusl mect-
ing and such other meetings as it may be desir-
able to convene. On request of member countries

casting ome-fourth of the votecs, the chalrman
shall call a meeting of the Board for the surpose
of considering any mattcrs placed before lt,

A country falling to mecect its obli?;tirno to the
Fund may be suspended provided a .“JHP ity of the
member votes so decldegs. While under suspension,
the country shall be deniecd the privilcges of
membership but shall be subjcet 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 membership unless it has
becn restored to good standing by a majority of
the member votes.

Any country may wilthdraw from the Fund by giving
notice, and 1ts wlthdrawl will take effect two
years from the date of such nettc‘ During the
interval between notice of withdrawal and the
taking effcect of the notice, such country shall
be subjcect to the samc obligations asany other
member of the Fund,

A country which 1is dropped or which wilthdraws
from membershlp shall have rcturned to it an
amount in its own currency egqual to 1ts con-
tributed gquota, plus othcr obligatiocns of the
Fund tc the country, and minus eny sum owed by
thet country to the Fund. Any losses of the
Fund may be deducted pro rata from the contributcd
quota to be returned to the country thnt has been

opped or has wilthdrawn from membership. The
Fund shall have five ycars 1in which to liguidate
its obligation te such a country. When any

country is dropped or withdraws from the Fund,
the rights of the Fund shall be fully safeguarded,
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9. Net orofits earned by the Fund shell De distrl-
buted in the following manner:

a. 50 percent to reserves untll the reserves
are equal to 10 percent of the aggregate
quotas of the Fund.

b. 5O percent to be divided each year among
the members in vproportion to their quotas,
Dividends distributed to each country shall
be paid im its own currency or in cold at
the discretion of the Fund.

Policies of Member Countries

A

Each member country of the Fund undertskes the follow-
ingsd

1., To maintailn by aporopriate action exchange rates
established bv the Fund on the currencles of
other countries, and not to alter exchanzge rates
except with the consent®of the Fund and only to
the extent and in the dlrection avproved by the
Fund. Exchange rates of member countries may
be permitted to fluctuate within a specified
range fixed by the Fund.

To cooverate with the Fund and with other member
countries in effectuating the policlies of the
Fund, snd not to undertake exchange dealines
with member or non-membor countries tnat will
undermine stabillty of exclange rates established
by the Fund.

2: To abandon, as soon as the member country de-
cldes that conditions permit, all restrictions
over foreilen exchange transactions (other than
those involving capital transfers) with other
member countries, and not to impose any addi-
tional restrictions (except upon capital trans-
fers) without the approval of the Fund.

The Fund may make representations to member

countries that conditions are favorable for

the abandonment of restrictions over foreign

BKPM”HUO tranasactions, and sach member country
hall give consideration to such “bnrepantatLons.

3, To cooperate effectively with other member coun-
tries when such countries, with the approval of
the Fund, adopt or contlnue controls for the
purpose of reculatine international movements
of oapital. Cooperation shall include, upon
recommendation by the Fund, measures that can
appropriately be tsaken aucn ag
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2, Not to accept or permit acquisition of
de p oalts, s"ouritlLs or investments by
nationals of any member country AmpOHinw
restrictions on the export of capital ex-
cept with the permission of the Covernment
of that country and the Fundj;

b, To mcke available to the Fund cr to the
Government of any member country such in-
formation, as the Fund consliders neccssary,
on property In the form of dcposits, sccuri-
tics and investments of thc natlionals of
the member country imposing the rcstric-
tions.

Not to entcr upen any ncw billateral foreign ex-
chenge clcaring arrangements, nor cengage in

multiple currcney practices, which in the judg-
ment of the Fund would retard the growth of

world trade or the international flow of pro-

ductive capital.

To glve consideraetion tc the views of the Fund
on any existing or proposed monetary or economlece
policy, thc effeet of which would be tc bring
about socner or later o scricus discquilibrium

in the balance of payments of other countrics,

Toe furnish the Fund with 2ll infermation 1t neceds
for its oporations and tc furnlish such reports

a8 thc Fund may require in the form and at thoe
timcs rcgquested by the Fund.

To adopt appropricte legislation or decreccs to
carry out 1ts undcrteakings te the Fund,




