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of the British “Keynes plan” and
the United States Treasury's
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by a group of French financial ex-
perts. It is expected that its
recommendations will be followed
by the delegate chosen to repre-
sent France at the monetary con-
ference to be held in this country
in August.

The authors of the French plan,
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In commenting yesterday on the!
plan, M. Istel urged that prepar-
ations for the post-war period be-
gin at once and held that a prac-
tical international monetary ByS-
tem should be attained.
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thorized to

“(c) The foreign exchange thus [l Treasury obligations, of discounted

chase of goods, payments for serv-
ices, payments of interests or divi-
dends, purchase of securities, of
real estate, etc.). It might also,
under certain conditions, be sold to
the monetary authorities of other
participating countries.

“{d) A limit would be fixed, for
each participating country, of the
amount of exchange of each other
participating country which Iits
monetary authorities would agree
to acquire, if offered, at the speci-
fied rate, and to conserve if re-
quired.

“While the limits should corre-
spond to a reasonable amount of
international trade, the authors of
this memorandum have not at-
tempted, at the present stage, to
establish the basis of the determi-
nation of these limits,

Guarantees Against Loss

“fe) As a guarantee against loss
arising from depreciation of its
own exchange, each participating
country would not only undertake
to protect each other participating
country against such loss, but
would also agree to deposit, on de-
mand, collateral (gold, foreign
bills, approved securities, raw ma-
terials, etc.) up to a specified per-
centage (10 to 30 per cent, for in-
stance) of the amount of its own
currency held by the monetary au-
thorities of another participating
country.

“This collateral should be de-
posited with the monetary authori-
ties (or warehouses, in the case of
raw materials) of the country
holding the currency, or of a third
approved country. Should the cur-
rency of the debtor country de-
preciate, additional collateral might
be demanded, as in the case of
commercial loans.

“(f) The proposed monetary sys-
tem, which amounts to the opening
of mutual credits, undoubtedly en-
tails inflationary risks. A method
must therefore be devised to coun-
teract, whenever considered advis-
able, the inflationary effects of the
mutual purchases of exchange. The
method suggested is a method of
sterilization, which would work as

peruired by the monetary author-
ties of the participating countries
ould be utilized for payments to
pge made in such currencies (pur-

bills, etc. In periods of inflatio

its currency without
control of its internal eireulation.

“To assure the smooth working
of the system it would be neces-
sary that the monetary authorities
of the participating countries
should be constantly in close con-
tact, either by means of periodical
meetings or by setting up a per-
manent committee, It would prob-
ably be still preferable to establish
& central board which might be
called the International Clearing
Office.

“This Clearing Office would
keep account of all exchange
transactions effected by the mone-
tary authorities of the participat-
ing countries. It would not only
facilitate clearings, but could also
receive and scrutinize collateral.
Furthermore, it would be in a posi-
tion to know the balance of pay-
ments of each of the participating
countries, and thus te furnish
valuable information concerning
disequilibria of an accidental or
permanent character, which should
be corrected by financial or eco-
nomic measures, The International
Clearing Office could thus serve
both as a barometer of economic
conditions and as a counselor on
economic affairs.

“It should be noted, neverthe-
¢ss, that the establishment of an
International Clearing Office is
not an essential condition for the
operation of the proposed system.”

Monetary Parities

The French plan proposes that
monetary parities be fixed by mu-
tual agreement and.that mutual
credits be opened without move-
ments of gold, except when gold is
used as collateral. It adds, how-
ever, that “the suggested system
may be considered as a first step
toward a general return to an in-
ternational gold standard.” It con-
tinues:

“Indeed, the establishment of
fixed monetary parities, even if

follows:

“In a normal period, the mone- |
tary authorities of a country hold-|
ing the currency of another coun- |
try would use this currency so as
to favor the flow of credit; for in-
stance, in the form of current ac-
ounts in commercial banks, of

tentative and even if affected by
exchange control, is tantamount to
the adoption of a common mone-

tary unit. Thus the link to gold of

- ,us monetary units, as expe.ience
would show that

established, eouldl;ﬂ‘kf'"“ o
in gold ounces.

this currency would be kept in ine
ivicl of an account with the cen-
tral bank of the debtor country,
which would refrain from basing
credits on them. Thus the debtor
country would be enabled to main-
tain the foreign exchange value of
losing the

whose world stock is,
about four times as high as in 1014,
will remain considerably

“However, the ce of gold,
y pla in dollars,

altered.

While gold should resume its role
as an international currency for
settiement of international bal-
ances, its function as an economic
regulator should not be revived.
The latter function should be ex-
ercised through the concerted ac-
tion of the competent authorities
on the volume of credits and of

(It should be noted that
the action of competent authorities
on credits was already an inherent
part of the traditional gold stand-
ard which, widely held opinion to
the contrary, did not work auto-
matically, but was managed
through discount rates.)

“It may be pointed out that the
proposed system is intermediate
between two systems which were
in use in the period 1920-1840. Be-
fore Great Britain devalued in

1931, central banks customarily

held currencles of other countrl'el.

without limit or pmtlect;:nl. I;.nd
der this system, usually designaled
as the ‘gold exchange utand‘ard.
the Bank of France and the Neth-
erlands Central Bank had accumu-

Jated large sterling balances, Aft-

er the heavy losses thus incurred,
monetary authorities l.d.her_ed to

the practice of requesting imme-
diate conversion into gold of the
foreign exchange balances which
they acquired. This system, uaunll?:
called the “gold bullion standard,
was utilized in the tripartite mone
tary agreement of 1936.

“Both these systems are unsatis-
factory. It is unreasonable, m:lder
the ‘gold exchange standard,’ to
expect a country to hold, without
some limit and guarantee, another
country’s currency. It is also un-
reasonable, under the ‘gold bullion
standard,’ to consider the currency
of a friendly country as potential-
ly worthless. The proposed system
does not, like the gold ex::h‘:: :
sundnr;ll.‘ imply 100 m 'l.. o
rency, nor, like the

, imply 100 per
o!leonﬂdm;:m % b T i
why the proposed system, OF

one, could not be §
ately between the United

Nations without waiting for the

end of hostilities. The onlybru
blem is to find & proper .
for fixing the limits of -

of exchange be pur
cmn:?‘But should trnpm-t.l.ﬂt.“d‘:i':1
ficulties arise in this connec“"
the system could be -tart?dwr; 0 ‘.:
theless in an exXpeT ey low lim:

e ou :

?g:invghia:h cnﬁld be gradusally in-
creased later.



