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Thei plain for post-war international currency stability set
forth in this pamphlet is a revision of tile preliminary draft
outline of a proposal for an International Stabilization Fund
of the United and Associated Nations made public by the
Secretary of the Treasury on April 7, 1943.

The prelfnhinary draft was sent by tihe Sectetary of tile
Treasury to the finance .nii.i irs of the Uniiteld NatLion and
the counties associat d N ib] th iln .i h a imquest t hat it be
studied by i their technical xperits. Tihe finmai'e -i inisters
were also invited to Fend rrq)rsentatives to Washingtn fCor
informal discussions with the experts of this Government.

Such informal discusisionis have been held with nlarly .10
countries, On thie basis of these diseussi >s, the experts of
the Treasury with the cooperaltin of experts of other De-
parItients of this Governin.i t have revised the preliminary
draft proposal for an international stabilization fund.
While suggestions of the representatives of other (oIntries
have been included in the iieisdi darft, it dois iot neces-
sarily reflect the views of tie experts of ami oth ' ,:untry.

Titis revised draft is in every sense still a pel1iminary
document representing the views of the technical experts of
the Treasury and of other Dipartments of this Government.
It Las not received the official approval eithe of tile Treasulyry
or this Government.



FOREWORD

By HErRn MOGErNT1lAr, Jr., SerCtary of the Treasury

When the United Nations have brought this war to a successful
conclusion, they will be faced with many urgent international eo-
nomic and financial problems. Some of thiee are new problems arising
directly from this war; otihers are continuilg consequences of failure
to solve the problems that have been with us since the last war. The
solution of these problems is essential to the development of a sound
economic foundation for world peace and prosperity.

All of the important international economic and financial problems
are closely interrelated. Monetary stabilization, commercial policy.
the provision of long-term international credit, promotion of stability
in the prices of primary products, and arrangements for relief and
rehabilitation are problems that join at innumerabl e points. Never-

itheless, because of their complexity, they must be taken up separately,
although each in turn must be integrated with the rest.

It is generally recognized that monetary stability and protection
against discriminatory currency practices are essential bases for the
revival of international commerce and finance. For this reason, an
appropriate stairting point might well be the consideration of post-war
international monetary problems. Success in dealing with interna-
tieonal monetary problems in the post-war period will contribute
toward final solution of the other international financial and economic
problems. Despite the technical difficulties involved, the common
interest which all countries have in the solution of post-war monetary
problems provides a basis for agreement.

It is still too soon to know the precise formnn and magnitude of post-
war monetary problems. But it is ertaiii that we shall be confronted
with three inseparable monetary tasks: to prevent the disruption of
foreign exchanges, to avoid the collapse of monetary systems, and to
facilitate the restoration and balanced growth of international trade.
Clearly, such formidable problems can, be succnsefully handled only
through international action.

'The creation of instrumentalities adequate to deal with tho inevi-
table post-war monetary problems should not be postponed until the
end of hostilities. It would he ill-advised, if not dangerous, to leave
ourselves unprepared at tbe end of ihe war for the difficult task of
international monetary cooperation. Specifeic and practical proposals
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must be forinmulahtd Iv the expeits anti must le carefiily considered
by the policy hliaping officials of the various eountries. In each
country acPplta e of a definitive p1hm can follow only upon legis-
iative or xtenutive action. Aind evaii Bi plan is finally adopted,.
nincih timn will be conslumed inll plioltlationl befo. ai.ll. inrlnlattiolla
iiistitiition for nilieitiary cooperationl Cie]. hx.[ll ei[ecdive work.

There is anothor imnportant resonl for iniiti ating nowi coniete dis
cussions of spec ifi proposals ., A pilan for i rnteratjonai monetnes)
copelation (an ,itb a factor ii .innin. g it wi. ftIt has been sug-
geshd], aid 'ith mnuchn coin ey. that the task of asurilog the defeat
of lthe Axis poes would be lIlnale easier if the vic.lims of aggrelssion
could have grenthr astu arce that a victory of tie United Nations
,ill inIt I .. lan in the economic sphere a repeoition of the exchaige
instability and monolary (ol:iipc that followed the lasit war. The
peopl hi ail of the Ulited Nmio( i.ns must be given sime assurance
that there v ill .. t sgtin h)e Il, decades of post ;ar economic dis
riuption. The people must ]iil(0 tihat we fit l:iast coglze the funda-
mnental truth lhiat Ihe prosl/)elty of each ci i.t y is closely linked to
the prosperiity of other countris.

One of the appropiatie agneies to deal with ihtte rnatiolail economic
tand monelltaryl problelsi wouldI be an i ntei lii(il]ii stabil i.io fundil
with resoulces andii powers adequate to tih talk of hielping to achieve
loionetary slaility and of faeiiih~ting th, irestoration aim banilaed

growthI of iliteoration al tride. A proposal along these lies was
drafted by Arm naica technicnal expelt s andi iade public on April 7.
1943. TIhere have been infoiimml discissions oil thiis d .raft in which
nearly thih:ty cotlritkes have particip lted. Th`e discussions have
shown that all countries think joiint action in t iis field is ne assar 3
fir I he reoo, llst Iii ii1 of the worldi eoi/,lily.

It is it ..g.lized that an nteirnational stabili , futid, fiund is o.ly
one of tihe ilnitrtumencalties which iiiiy be ncuhl in the fileid 0
iltermltionlll eolllo.ll.e eooperatioi. Oiiher igellycit> .llay be ,nicIededi
to provide long torim i i .t.l.ntiotllm er dili for post-war ricollstrlilectioi
and deveioplIt I. to provide funds for reliabilitation and elicef, and
to prI....to ;tliility in tile prices of primary internationi ,{ omllmodi
ties. Theif i, a strolg inelination on thile part oIf iie to entrust tII
a single ageyic; the responsibility fir dealing ;sth ii.se and other
i eBrrat iaon ii((nolril , ibhlliems. We bellieve, 1ol.e..r.. Ir at tll inter-

lntiolt l eeol[i.i.. inst ii. tlutLion can operate Imost eflectively if it is not
burdened with diverse dutios of it speciali(d' cliaiacter.

Although an intel'natiomali stabilization fund can provide the facili-
ties for cooera liot oil Ino, tIC: i rvqisio l s. the establ hlinloe, t of such
an insltitution would niot of itself iassulre the solution of these difficult
probletms. Tile operations of such a fundi can be successful only if



the powers and resoutr-ce of ie fit .d are used wi kely, imdl if eme r
iolumtries cooperate wit]i tih fundt', eindiiCaloi to iailntai intern,

lional equilibrium lit a h ilgh level of intern.L.i.imiI tdne. S.b (11)p

irationi nlsit i 0nclude coiinnlecial policies desiined to reludct ti'ade
barriers allnd to teriniate discii . hIInttr y lnactfices tillat have ill thli

past hampered the balanced gr.. \Vtl of iI/ternati trade. Tlhe
natiois of this world can, Ill ploosiels only if tihey are good neighi

bors in their economnic as well its thil politi aI reulhttion4.

The draft proposals tlit havie beetn put forwaird o) a tentatlie ibasis
Iave received wide publicity inll the United Statte. the Unitud King

idoi. all ada, and ill other cotlulje$. It is ill the best delt ral'tic'

tradition that tie people shouild har e the filidt pp rt .. ity. tto texplr-
their views and to sbape (lbe pi>IiSe. of their GOtvI,.....is on tbn'

important pri..blohi: aItfctinO rati .nal ll 1hbeing.ig A.rli it; is anl extei
sion of this tralitior that all the U1iilei Nations should havlie an
(opt rtolitv to partuiipate in the form.laloo n of a program for
iiotril .tiol.lil monetarl cooperation.

Tliis revised draft is published with the hiope ithat it will call iorth
rutIl'et collllimt ots anlll Const tleti vo Sl V ggetstiols. It ahis to present
iuly tie essol tiial elemientLs of a workable ioteratiotl i IIt abilization
fun i. and its provisions are in everv sense tentat ie. Obviously, there
tie i any details that have beer o itted and that cal be better for
miulited after tbhe'e is agreement on the mlloe inliortallt points. We
I ieve that a workable and acceptable plhi (eIlIm emrigl only fioin
ihe joint efforts of the United Nations supportedi by enlightened public
jpinion.



PnIMIXAR I)DXAFr OUTINIa OF A PIIOPOSAL IO(

AN INTERNATIONAL STABILIZATION FUND
OF TIE

UNITED AND ASSOCIATI) NATIONS

Preamble

1. There is a growing recogniition that progress toward
establishment of a functioning democratic world in the
post-war period will depend on the ability of free peoples
to work together in solving their economic problems.
Not the least of these is the problem of how to prevent a
widespread breakdown of currencies with resultant inter-
national economic disorder. We must assure a troubled
world thlat the free countries will solve these perplexing
problems, and that they will not resort to competitive
exchange depreciation, multiple currency practices, 4is-
criminatory bilateral clearing, or other destructive for-
eigi exchange devices.

2. These are not transitory problems of the immediate
postwar period affecting only a few countries. The his-
tory of the past two decades shows that they are con-
tinning problems of vital interest to all countries. There
must be a general realization that world prosperity, like
world peace, is indivisible. Nations must act together to
restore multilateral international trade, and to provide
orderly procedure for the maintemnimee of balanced eco-
nomic growth. Only through international cooperation
will it be possible for countries successfully to apply
measures directed toward attaining and maintaining a
high level of employment and income which must be the
primary objective of economic policy.

3. The International Stabilization Fund of the United
and Associated Nations is proposed as a permanent insti-
tution for international monetlary cooperation. The re-
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sources of this Fund would be available under adequate
safeguards to maintain currency stability, while giving

eiember countries time to correct maladjustments in their
balance of payments without resorting to extreme meas-
uires destructive of international prosperity. The re-
sources of the Fund would not be used to prolong a
basically unbalanced international position. On the
contrary, the Fund would be influential in inducing comm-
tries to lpursue policies making for an orderly return to
equilibrium.

4. The Fund would deal only with member governments
and their fiscal agents, and would not intrude in tihe
customary chainnels for conducting international cornm-
merce and finance. The Fund is intended to provide
supplemental facilities for the successful functioning of
the established foreign exchange institutions and to free
international commerce from harmful restrictions.

5. The success of the Fund must ultimately depend upon
the willingness of nations to act together on their
common problems. International monetary cooperation
should not be regarded as a matter of generosity. All
countries have a vital interest in thei maintenance of inter-
national monetary stability, and in the balanced growth
of multilateral international trade.

1. Purposes of the Fund

The United Nations and the countries associated with
them recognize, as declared in the Atlantie Charter, II,
need for the fullest cooperation among nations with the
object of securing economic advancement and nrisni
standards of living for all. They believe that attaimnent
of these objectives will be facilitated by international
monetary cooperation. Therefore, it is proposed that
there be established an International Stabilization Fund
with the following purposes:

1. To help stabilize the foreign exchange rates of the
currencies of the United Nations and the countries asso-
ciated with them.

PREAMBLE



2. To shorten the periods and lessen the degree of dis-
(quilibrium iin the international balance of payments of
member couitries.

3. To help create conditions under which the smooth
flow of foreign trade and of productive capital among
the member eomwtries will be fostered.

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

5. To reduce the use of such foreign exchange restric-
tions, bilateral clearing arrangements, multiple currency
devices, anlid discriminiatory forcign exchange practices as
hamper world trade and the international flow of pro-
ductive capital.

fI. Compostion of the Fund

1. The Fund shall consist of gold and the currencies
and securities of member governments.

2. Each of the member countries shall subscribe a speci-
tied amount, to be called its quota. The aggregate of
quotas of the member countries shall be the equivalent of
at least $5 billion.

3. Each member counmtry shall meet its quota contribu-
tion ii full on or before the date set by the Board of
Directors for the Fund's operations to begin.
(e) A country shall pay in gold not less than an amount

determined as follows. If its gold mand free foreign
exchange holdings are:
(i) In excess of three times its quota, it shall pay

in gold 50 percent of its quota.
(ii) More than two but less than three times its

quota, it shall pay in gold 40 percent of its quota
plus 10 percent of its holdings in excess of twice
its quota.

(iii) More than its quota but less than twice its quota,
it shall pay in gold 30 percent of its quota plus 10
percent of its holdings in excess of its quota.
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II. COMPOSITION OF 111tE FIUNI)

(iv) Less than its quota, it shall pay in gold 30 per-
cent of its holdings.
The gold paymlent required of a member country

substantial parts of whose home areas have been
wholly or partly occupied by the enemy, shall be only
tlhree-fonrthlis of the above. (For other gold provi-
sions, Cf. v-2-a and v-6, 7.)

A nmember country may include in the legal reserve
account and in the published statement of the reserves
of gold and foreign exchange in its Treasury or
Central Bank, an amount not to exceed its gold con-
tribution to the Fund, minus its net purchases of
foreign exchange from the Fund paid for with local
currency.

(b) It shall pay the remainder of its quota in local cur-
rency, except that a member country may substitute
governmnent securities (redeemable at par) for local
currency up to 50 percent of its quota.

4. A quota for each imember country shall be computed
by all agreed upon fonnrmula which gives due weight to
the important relevant factors, e. g., a eountry's holdings
of goldi and free foreign exchange, the magnitude and the
fluctuations of its balance of international paymnents, its
national income, etc.

Before computing individual quotas on the basis of the
agreed upon formula, there shall be reserved an amount
cquali to 10 percent of aggregate quotas to be used as a
sp(cial allotment for the equitable adjustment of quotas.
Where the initial quota of a member country as com-
puted by the fo, nilia is clearly inequitable, the quota
may be increased from this special allotment.

5. Quotas shall be adjusted on the basis of the most
recent data 3 years after the establishment of the Fund,
and at intervals of 5 years thereafter, in accordance with
the agreed upon formula. In the period between adjust-
ment of quotas, the Fund may increase the quota of a
country, where it is clearly inequitable, out of the special
allotment reserved for tihe equitable adjustment of quotas.
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IU. COMPOSITION OF TE FUND 5

6. Any changes in the formula by which the quotas of
member countries are determined shall be made onely with
the approval of a four-fifths vote of the Board.

7. No increase shall be made in the quota of a member
country under Il-4, 5 or 6 without the consent of the rep-
resentative of the country concerned.

8. The resources of the Fund shall be used exclusively
for the benefit of the member countries.

IllI. Moetary Unit of the Fundl

1. The monetary unit of the Fund shall be the unitas
(UN) equal in value to 137¼ grains of fine gold (equiva-
lint to $10). No change in the gold value of the unitas
shall be made except with the approval or' 85 ieircent of
the member votes. When such change is made, the gain
or loss sustained by the Fund on its ioldtigs ol gold shall
be distributed equitably among the rnembers of the Fund.

The accounts of the Fund shall be kept and published
in terms of munitas.

2. The value of the currency of each member country
shall be established in terms of unitas and may not be
altered except as provided in iv-5, below. (Cf. IV-1, 2,
below.)

No member country shall purchase or acquire gold,
directly or indirectly, at a price in terms of its national
currency in excess of the parity which corresponds to
the value of its currency in terms of unitas and to the
value of unitas in terms of gold; nor shall any member
country sell or dispose of gold, directly or indirectly, at
a price in terms of its national currency below the parity
which corresponds to the value of its currency in terms
of unitas and to the value of unitas in terms of gold.
(Cf. vn-1.)

3. No change in the value of the currencies of member
countries shall be permitted to alter the value in unitas
of the assets of the Fund. Whenever the currency of a



III. MONETARY UNIT OF THIE FUND

member country has depreciated to a significant extent,
that country must deliver to the Fund when requested
an amount of' its local currency or securities equal to
the decrease in the unitas value of the Fund's holdings
of the local cuirrency and securities of the country.
Likewise, if thile eirellev of a ieniheribe coltry slhoull
appreciate to a significant extent, the Fund must return
to that country an amount (il the eulrency ) securities
of that eountry) equal to the resulting increase in the
iunitas value of the Fund's holdings.

IV. Exchange Rates

1. The rates at which tlhe Fund will buy and sell one
member currency for another amid at which ihe Fund will
buy and sell golId rot( liocl currency sai be estabilh ed
in accordance with the provisions below. (Cf. also 111-2
and V-2.)

2. The initial rates of exchange for memnber counriris'
currencies shall be determined as follows:
(a) For any country which becomes a member prior to the

date on whiel the Fund's obptrations begin, the rates
initially used by the Fund shall be based upon the
value of the currency in terms of lnited Slates dollars
wichll prevailied on July 1, 1913.

If, in tihe judgment of either thl imemnber counltry
or thile Fund, the above rate is clearly inappropriate,
the initial rate shall be determinred by consultation
between the member eountli and tihe Fund. No op
orations in such currency shall be undertaken by the
Fund until a rate has been established which has the
approval of the Finid and of lic miiember country in
qiuiestion.

(b) For any memnber country which has been occupied by
the enemy, the Fund shall use the exchange rate fixed
by the government of thle liberaled country in consul-
tation with the Fund and acceptable to the Fund.
Prior to the fixing of a definitiv4 rate, oliorations in



IV. EXCIANGE RATES

such currency mnny be undertaken by the Fund with
the approval of the Board at a tentative rate ol' ex-
change fixed by the member country in consultation
with the Board. No operations shall be continued
under this provision for more than 3 months afler the
liberation of the country or when the local currency
holdings of the Fund exceed the quota of thie country,
except that under special circumstances the period
and the amount of such operations may be extended
by the Fund.

3. The Fund shall not come into operation until agree-
ment has been reached on the exchange rates for cur-
rencies of countries representing a majority of the
aggregate quotas.

4. The Fund shall determine the range within which
the rates of exchange of member currencies shall be
permitted to fluctuate. (Cf. vn-.)

5. Changes in the exchange value of the currency of a
member country shall be considered only when essential
to the correction of fundamental discquilibrium in its
balance of payments, and shall be made only with the
approval of three-fourths of the member votes including
the representative of tihe country concerned.

Because of tile extreme uncertainties of ihe immediate
post-war perfod, the following exceptional provisions may
be used durng the first 3 years of the Fund's operations:
(a) When the existing rate of exchange of a member

country is clearly inconsistent with tihe maintenance
of a balanced international payments position for that
country, changes from the established rate may be
made at the special request of that country and with
the approval of a majority of the member votes.

(b) A member country may change the established rate
for its currency by not more than 10 percent provided
that the member comuntry shall notify the Fund of its
intention and shall consult with the Fund on the ad-
visability of its action.

7



V. POWERS AND OPERATIONS

V. Powers and Operations

1. Tihe Fund shall have tile power to buy, sell and hold
gold, currencies, and govermlent securities of memnber
countries; to earmark and transfer gold; to issue its own
obligations, and to offer themin for discount or sale in
nme1ber countries.

Th'I'le Fund shall purchase for lo;al currency or needed
foreign excliange any member crlrency in good standing
acquired by another neltliber country in soitklmeInt of a
balance of payments on current acecouint, where such
curItIey cannot be disposed of in the fore igi (xchaoge
markets wilhin the ranlge established by tihe Fund.

2. The Fund may sell to the Treasury of any mniwber
country (or Stabilization Fund or Central Bank acting as
its agent) at the acecepted ate of exchange, currency of
any memober country which the Fund holds, provided
that:
(a) The foreign exchange demanded from the Fund is re-

quired to meet an adverse bahlance of payments pre-
dominantly on current account with any member
country. (Cf. v-a, for capital transfers.)

When the gold and free forelgiin exchange holdings
of a member country exceed 50 percent of its quota,
the Fund in selling foreign exchange to such member
country shall require that one-half of such exchange
shall be paid for with gold or foreign exchange ac-
ceptable to the Fund. (Cf. v-6, 7; on gold collateral,
see V-2-C.)

(b) The Fund's total holdings of the currency and secu-
rities of any member countiy shall not exceed the quota
of such country by more than 50 percent during the
first year of operation of lthe Fund, and thereafter
shall not exceed such quota by more than 100 percent
(except as otherwise provided below). The total hold-
ings thus permitted are termed the perm issibl: quoita
of a country W heni the Food's iohldngs of local
currency aiid securities are equal to the permissible
quota of a couitry, the Fund may sill foreign ex-
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V POWERS AND OPERATIONS 9

change for sneh additional local currency only with
the specific approval of the Board of Directors (ef.
vI-3-a, below), and provided that at least one of the
following two conditions is met:

(i) In the judgment of the Fund satisfactory meas-
ures are being or will be taken by the country whose
currency is acquired by the Fund, to correct the
disequilibrium in the country's balance of pay-
ments; or

(ii) It is believed that the balance or payments of the
country whose currency is acquired by the Fund
will be such as to wariaInt tle expectation that the
excess currency holdings of ithe Fund can be dis-
posed or within a reasonable time;

Provided further, that when the Fund's holdings of
the currency of any member country or countries fall
below 20 percent of their respective quotas, the sale
of such currencies shall also require the approval
of the representatives of these countries.

(e) When the Fund's holdinigs of local currency and secu-
rities exceed the permissible quota of a country, the
Board may require the member country to deposit
collateral in accordance with reguaiiions prescribed
by the Board. Such collateral shall take the form of
gold, foreign or domestic currency or Governmient
bonds, or other suitable collateral within the capacity
of the member country.

(d) When, in the judgment of the Fund, a member coun-
try, whose currency and securities held by the Fund
exceed its quota, is exhausting its permissible quota
more rapidly than is warranted, or is using its per-
missible quota in a maimer that clearly has the effect
of preventing or unduly ceclayilug the establishment
of a sound balance in its international aceounts, the
Fumd may place such conditions upon additional sales
of foreign exchnge to that ceioutry as it deemsn to be
in the gernal interest of the Fund.



V. POWERS AND OPERATIONS

3. The Fund may sell foreign exchange to a member
country, under conditions prescribed by the Fund, to
facilitate a transfer of capital, or repayment or adjust-
ment 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 not exceed 150 percent of the quota of
that country. When the Funmd's holdings of the local cur-
rency and securities of a member country exceed 150 per-
cent of the quota of that country, the Fund may, in excep-
tional circumstances, sell foreign exchange to the member
country for the above purposes with the approval of
three-fourths of the member votes. (Cf. v-2-a, above;
on voting, l-s-a, below.)

4. When the Fund's holdings of the currency and se-
curities of a member country become excessively small in
relation to prospective acquisitions and needs for that
currency, 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 fore-
cast of the prospective balance of payments in the absence
of special measures, and finally, recommendations de-
signed to increcase the Fund's holdings of that currency.
The representative of the countlry in question shall be a
member of the Fund commnitte appointed to draft the
report. This report shall be sent to all member countries
and, if deemed desirable, be made public. Member eoun-
tries agree that they will give immediate and careful
attention to recommendations made by the Fund.

5. WVhenever it becomes evident to the Board of
Directors that the anticipated demand for any particular
currency may soon exhaust the Fund's holdings of that
currency, the Fund shall inform the member countries
of the probable supply of the currency and of a proposed
method for its equitable distribution, together with sug-
gestions for helping to equate the anticipated demand for
and supply of that currency.

10



V. POWERS ANI) OPERATIONS

The Fund shall make every effort to increase the supply
of the scarce currency by acquiring that currency irom
the foreign balances of member countries. The Fund
may make special arrangements with any member coun-
try for the purpose of providing anll emlerlgency supply
under appropriate conditions which are acceptable to
both the Fund and the member country.

To facilitate appropriate adjustment hi the balance of
payments position of miember coauntries, and to help
correct the distortions in tihe pattern of trade balances,
the Fund shall apportion its sales of such sea;rce ncurrenecy.
In such apportionment, it shall be giided by the prhuei-
pie 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 resources of the
particular countries making the request for the scarce
currency.

The right of any member country to acquire an amount
of other currencies equal to its permnnissible quota shall be
limited by the necessity of assuring an appropriate dis-
trihbution among the various members of any currency
the supply of whieh is scarce.

6. In order to promote the most effective use of the
availanble and accumulating supply of foreign exchange
resources of member countries, each ineniber eountry
agrees that it will offer to sell to ihe Fund, for its local
currency or for foreign curreniecies which the member
(:ountry needs, one-half of the foreign exchange resources
and gold it acquires in excess of its offiicial holdings at
the time it became a member of the Fund, hut no country
treed sell gold or foreign exclhangl under this provision
unless its official holdilgs (i. a., Treasury, Central Bank,
Stabilization Fund, etc.) are hi excess of 25 percent of its
quota. For the purpose of this provision, only free and
liquid foreign exchange resources and gold shall he con-
sidered. The Fund may accept or reject the offer. (Of.
I-3-a, V-2-a, anid V-7.)

i1



12 V. POWERS AND OPERATIONS

To help achieve this objective each member country
agrees to discourage the excessive accumulation of for-
eigm exchange resources and gold by its nationals. The
Fund shall inform any member country when, in its
opinion, any further growth of privately held foreign
exchange resources and gold appears unwarranted.

7. When the Fund's holdings of the local currency and
securities ofa 1member country exceed the quota of that
country, the Fulnd shall, upon request of the member
country, resell to the member country the Fund's excess
holdings of the currency of that country for gold or
acceptable foreign exchange. (Cf. v-14, for charges on
holdings in excess of quota.)

8. To buy fron the governmults of member countries,
blocked foreign balances held in other nmember countries,
provided all the following conditions are met:
(a) The blocked balances are held in member countries

and arc reported as such (for the purpose of this
provision) by the member governments and are veri-
fied by the Fund.

(b) Thle member country selling thie blocked 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
rate 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 blocked balances are held
agrees to transfer to the Fund 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 each
year for 20 years beginning not later than 3 years
after the date of transfer.



(d) A charge of 1 percent on the amount of blocked
balances sold to the Fund, payable in gold, shahll be
levied against the country selling its blocked balances
and against the country in which the balances are
held. In addition a charge of not less thitan qne per-
cent, payable in gold, shall be levied annually against
each country on the amount of such balances remain-
ing to be purchased by it.

(e) If the country selling blocked balances to tihe Fund
asks for foreign exchange rather than local currency,
the request wilt not be granted unless the country
needs tihe foreign exchange for the purpose of meet-
ing an adverse balance of paynmeis not arising from
the acquisition of gold, the accumulation of foreign
balances, or other capital transactions.

(f) Either comuntry may, at its option, increase the amount
it repurchases annually. But, in the case of the
country selling blocked balances to the Fund, not
more than 2 percent per annum of the original sum
taken over by the Fund shall beconme free, and only
after 3 years shall have elapsed since the sale of the
balances to the Fund.

(gC) The Fmund has the privilege of disposing of any of
its holdings of blocked balances as free finds after
the 23-year period is passed, or sooner under the fol-
lowing conditions:

(i) Its holdings of the free funds of the comiuty in
which the balances are held fall below 20 percent
of its quota; or

(ii) Tihe approval is obtained of the country in which
the balances are held.

(l) The country in which the blocked balances are held
agrees not to impose any restrictions on the use of the
installments of the 40 percent portion gradually repur-
chased by the country which sold the balances to the
Fund.

(i) The Fmund agrees not to sell the blocked balances ac-
quired under the above authority, except with the

13
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permission or at the request of tile country in which
the balances are being held. The Fund may invest
these balances in the ordinary or special goverinent
securities of that country. Trie Fund shall be free
to sell slleu securities in any couitry under the pro-
visions of V-Ii, below.

(j) The Fund shall determine from time to time the
maxinmum proportion of the blocked balances it will
purchase under tliis provision.

Providedl, however, that during the first 2 years
of its operation, blocked balances purehased by the
Fund shall not exceed in the aggregate 10 percent of
the quotas of all member eountries. At the end of
2 years of operation, the Fmutd shall propose a plan
for the gradual further liquidation of blocked bal-
ances still outstanding indicating the proportion of
the blocked balances which the Board considers the
Fund can appropriately purchase.

Blocked balances acquired under this provision shall
not be included either in computing the amount of foreign
exchange available to member (oilutries under their
quotas (ef. V-2, 3), or in eorujutinge charges on balances of
local currency in excess of the quotas (Cf. v-14).

9. To hbuy and sell curlincies of noe-nmrnblr countries
but shall not acquire more than $10 million of the cur-
ienlcy of any one non-membnlller country nor hold such cur-
rencies beyond 60 days after date of puilrchase except
with the approval of the Board.

10. To borrow the currency of any member country
provided the additional amount is needed by the Fund
and provided the representative of that onilntry approves.

11. To sell member-country obligations owned by the
Fund provided that the representatives of the country
issuing the securities and of the coiuntry in which the
securities are to be sold approve, except that the approval
of the representative of the issuing country shall not be
necessary if the obligations are to be sold in its own
market.

14
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To use its holdings to obtain rediscounts or advances
from the Central Bank of any country whose currency
the Fund needs.

12. To invest any of its curmiency holdings in govern-
ment securities of the country of lhat currency provided
that the representative of the country approves.

13. To lend to any member country its local currency
fromnn the Fund for 1 year or less up to 75 percent of the
currency of that country held by the Fund, provided the
local currency holdings of the Fund are not reduced below
20 percent of the quota.

14. To make a service charge on all gold and exchange
transactions.

To levy a charge uniform to all countries, at a rate not
less than I percent per annum, payable in gold., against
any country on the amount of its currency held by the
Fund in excess of the quota of that country. An addi-
tional charge, payable in gold, shall be levied by the Fund
against any member country on the Fund's holdings of its
currency in excess of the permissible quota of that
country.

In case the Fund finds it necessary to borrbw currency
to meet the demands of its members, an additional charge,
payable in gold, shall be made by the Fund sufficient to
cover the cost of the borrowing.

15. To levy upon member countries a pro rata share of
the expenses of operating the Fund, payable in local cur-
rency, not to exceed one-tenth percent per annum of the
quota of each country. The levy may be made only to
the extent ihat the earnings of the Fund are inadequate to
meet its current expenses.

16. The Fund shall deal only with or through:

(a) The Treasuries, Stabilization Funds, or Central Banks
acting as fiscal agents of member governments.

(b) Any international banks owned predominantly by
lnemlber governments.
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The Fund may, nevertheless, with the approval of the
representatives of the governments of the countries con-
cerned, sell its own securities, or securities it holds, di-
rectly to the public or to institutions of member countries.

VI. Managonent

1. The administration of the Fund shall be vested in a
Board of Directors. Each government shall appoint a
director and an alternate, in a manner determnined by it,
who shall serve for a period of 5 years, subject to the
pleasure of their government. Directors and alternates
may be reappointed.

2. In all voting by the Board, the director or alternate
of each member country shall be entitled to east an agreed
upon number of votes.

The distribution of basic votes shall be closely re-
lated to the quotas of member countries, although not
in precise proportion to the quotas. An apiropl)riate dis-
tribution of basic voting power would seem to be the fol-
lowing: Each country shall have 100 votes, plus 1 vote for
the equivalent of each 100,000 unitas ($1 million) of its
quota.

No country shall be entitled to cast more than one-fifth
of the aggregate basic votes, regardless of its quota.

3. All voting shall be according to basic votes except as
follows:

(a) In voting on proposals to authorize the sale of foreign
exchange, each country shall cast a number of votes
modified from its basic vote:
(i) By the addition of one vote for each $2 million

of net sales of its currency by the Fund (adjusted
for its net transactions in gold), and

(ii) By the subtraction of one vote for each $2 million
of its net purchases of foreign exchange from the
Fund (adjusted for its net transactions in gold).

(b) In voting on proposals to suspend or restore member-
ship, each member country shall east one vote, as
provided in vn--l, below.



4. All decisions, except where specifically provided
otherwise, shall be made by a majority of the member
votes.

5. The Board of Directors shall select a Managing
Director of the Fund and one or more assistants. The
Managing Director shall bveome an cx officio member
of the Board and shall be chief of the operating staff of
the Fund. The operating staff shall be selected in accord-
ance with regulations established by the Board of Direc-
tors.

6. The Board of Directors shall appoint from among
its members an Executive Committee of not less than
11 members. The Chairman of the Board shall be Chair-
man 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 avail-
able at the head office of the Fund and shall exercise the
authority delegated to it by the Board. In the absence
of any member of the Executive Committee, his alternate
shall act in his place. Members of the Executive Com-
mittee shall receive appropriate remuneration.

7. 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.

8. The Board of Directors may at any meeting author-
ize any officers or committees of the Fund to exercise
any specified powers of tihe Board not requiring more
than a majority vote.

The Board may delegate any authority to the Execu-
tive Committee, provided that the delegation of powers
requiring more than a majority of the member votes can
be authorized only by a majority (of the Board) of the
same size as specified, and can be exercised by the Execu-
tive Committee only by like majority.

17VI. MA-NAGEMBENT
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Delegated powers 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.

9. The Board of Directors may establish procedural
regulations governing the operations of the Fund. The
officers and committees of the Fund shall be bound by
such regulations.

10. The Board of Directors shall hold an annual meet-
ing and such other meetings as it may be desirable to
convene. The annual meeting shall be held in places
designated by the Executive Committee, but not more
than one annual meeting in any 5-year pe:iod shall be
held within the same member eountry.

On request of member countries casting one-fourth of
the votes, the Chairnai shall call a meeting of the Board
for the purpose of considering any matters placed
before it.

t11. A country failing to meet its obligations to the
Fund may be suspended provided a majority of the
member countries so decides. While under suspension,
the country shall be denied lhe privileges of membership
but shall be subject to the same obligations as any other
member of the Fund. At the end of 1 year the country
shall be automatically dropped from membership unless
it has been restored to good standing by a majority of
the member coruntries.

Any country Ilay wihdraw from the Fund by giving
notice, and its withdrawal will take effect 1 year from
the date of such notice. During the interval between
notice of withdrawal and the taking effect of the notice,
such eountlry shall be subject to the same obligations as
any other member of the Fund.

A country which is dropped or which withdraws from
the Fund shall have returned to it an amount in its own
currency equal to its contributed quota, plus other obli-
gations 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 retirned to the country that has been dropped
or has withdrawn from membership. Local currency
holdings of the Fund in excess of the above shall be re-
purchased by that country with gold or foreign exchange
acceptable to the Fund.

When any country is dropped or withdraws from
mvem-bership, he rights of the 1Fild shall be fully safe-
guarded. Tihe obligations of a country to the Fund shall
borome due at the tunime it is dropped or withdraws from
memibership; but the Fmud shall have 5 years within
which to liquidate its obligations to such country.

12. Net profits earned by the Fund shall be dlistributed
in the following manner:

(a) Fifty percent to reserves until the reserves are equal
to 10 prceent or the aggregate quotas of the Fund.

(b) Fifty percent to be divided each year among the
members in proportion to their quotas. Dividends
distributed to each country shall be paid in its own
currency or in gold at the discretion of the Fund.

VII. Policies of Member Countries

Each member country of the Fund undertakes the
following:

1. To maintain by appropriate action exchange rates
established by tihe Fund on the currencies of other coun-
Iries, and not to alter exchange rates except as provided
in IV--5, above.

Exchange rates of member countries may be permitted
lo flunctuate within the specified iange fixed by the Fund.

2. Not to engage in exchange dealings with member or
nion-member countries that will undermine stability of
exchange rates established by the Fund.

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

The Fund may make representations to member coun-
tries that conditions are favorable for the abandonment
of restrictions over foreigin exchange transactions, and
each member couiintiy shall give consideration to such
representations.

All membere countries agree that all of the local cur-
1sncy holdings of the Fund shall be free from any restric-
tions as to their use. This provision does not apply to
blocked foreign balances acquired by the Fund in accord-
ance with the provisions of v-s, above.

4. To cooperate effectively with other member coun-
tries whon such countries, with the approval of the Fund,
adopt or continue controls for the purpose of regulating
international movements of capital. Cooperation shall
include, upon recommendation by the Fund, measures
that can appropriately be taken, such as:
(a) Not to accept or permit acquisition of deposits, se-

curities, or investments by nationals of any member
country imposing restrictions on the export of capital
except with the permission of the government of that
comutry and the Fund;

(6) To make available to the Fund or to the government
of any member country such information as the Fund
considers necessary on property in the form of de-
posits, securities and investments of the nationals of
the member eountry imposing the restrictions.

5. Not to enter upon any new bilateral clearing ar-
rangements, nor engage in multiple currency practices,
which in the judgment of the Fund would retard the
growth of world trade or the international flow of pro-
ductive capital.

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

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

8. To adopt appropriate legislation or decrees to carry
out its undertakings to the Fund.
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