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Thie plan for post-war international currency stability set
forth iln this pamphlel is a revision of the preliiinnary draft
outline of a proposal for an inteornational Stabilization Fund
of the United and Associated Nations made public by the
Secretary of the Treasury on April 7. 1943.

The pre.linary draft was sent by the Secretary of the
Treasury to tihe finance ministers of fle United Nations and
the to .ti.i s associated with them ith a request thait it be
studied by their technical experts. The finanee miinisters
were also invited to sed representatives to WVashingtIon for
inform at discussionis with the experts of this (Govern ient.

Such informal discussions have been held wili nehrly 30
countriies. On hlie basis of these dicussions. the experts of
th Treasu irv with tie cooperation of expe'ts of ot1her lIe
partments of this Goeirnrenet hale revied the iielinlinary
dhrat proposal for all int ernatioind sthbiliztiol fund.
\Whliile suggestios of the representatives of olther countries
have ben inl uded in tihe r'evi-d IhIaft, it does not neces-
sarilv reflect the views of the experits of ,any other country.

This revi ed draft is in every sense still a preliinn ary
document rliCesettiing the views of the techni'al exple'ts of
ithe Treasury anid of other I)Departments of this Government.

It as Inot receired the (olic ial approval either of the Trasury
or tli s Govetrn i t t.



FOREWORD

By I HzNY MORENTIIATuT, Jr., Secretary o/ the Trraaasry

When the United Nations have brought this war to a successfu l
conclusion, they will be faced with many argent intmrnationa I co-
nomic and finaincial problemis. Some of these are new probhlrns arising
directlyv from this war; others iare contaiing consequeinces of failure
to solve the problems that have been with us since the last war. The
solution of these problems is essential to liI, developiment of a soulind
econioiic folundation for world peace and prosperity.

All of the imnportanl international economic anli financial problems
are closely- initerrelated. Monelary stabilizatiin, commercial policy.
the pryvision of longterm intern ational credit, ponnmotion of stability
in the pricrs of primiory products,. lii d arra rangemvitl for relief and
relhabiiitation re ar poblems that join at innumernble points. Never-
theiess. because of theii complexity, t ihey nust be taken up sepanrately,
alttholugh eaclh in Irln Illlist be integrated withi the rest.

It is generally reegilzed that nionetary slability and protection
gainrst diserliiinfatorv cuihenry practice, are essenitial bases for the

revival of hlternational commrnince and finance. For this reasoni, an
appropri ate starting point iniglit Iwell be the consideration of post-war
international monetary problems. Smucess in dealing with iinterns
liona[ mnlietar y .pi. blels ill the post war peniod will contribute
towardnn final solution of tie otlher international finianciaa and economic
prob lems. 1)espite tile teclmih:nI difficulties involred, ithe eominllon
interest whbic all countries have in the solution of post-war monetary
problems provides a basis for agrerment.

It is still too soon to knrn thit I ecise form and mnagniitude of post-
war monetar y prohctis. But it is certain that we shalel confroniited
eith three inseparable mnltiitally tasks: to prevent the di sruption of
foreign exciihanges, to avoid thie clilapse of monetarIIy syslens, uand to
faciiitate tie restoration and balanced growthi of intr inatiomai trade.
Clearly, suchl formidable problems cani be successra illy handled only
through injt en at i ona I ac(tio.

The Ccaltionl of instrawniaflities adequate to ([dal with the inlei-
table post--iiar intoiietiry Iprblems iihould not be postporned itii tile
nciid of hostilities. It would ibe ill aidvised, if inot daiigerous, to leave

(urselves unioejpared at the end of the war fr thie dlifflicult task of
international tmonetary rooperatioin. Specilic and pra<'tical proposals



must bo fornmulated by thl, exia'ts and must be! enarhfully caasbidered
by tile poliicv-shlapilg officials of the rimius counltries. In each
tilnintly acciltille i of a dpefilil le plan cnin follow (ldli upoin legis
liati e or exe tit ive act on. Al I even w h it ea ni. is finldly adopted,
much tiime will be coinsumed in prepalationi before all internaltionalil
institution for mnonetary Coopelration (an biegin1 effective work.

There is anoliheri imppoltant reason for initiating now coneretie dis
cussions of specific pliropsal]s. A pi]an for iiterniationliu] monettary

coo)e ration eCa, be a fc4)r iit inning tlhi tv wari. It lhas beeln eng
gested, ai..d I it]l niiiui genqgicy, thlat tae Lisk of asuiing the defeat
of thie Ais poeis 'mddli be nadie easieor if the victihs of aggressi...
could iiave graliter : il a ee that a victory of the United Nations
,ill niot illean in tile elonomic sphere a lepetitioll of the ecihangen
instability and nemtary collapse that fh')wvetd the last war. The

pe'.pl, in all of the United Nat itlios liulst be given some IIISY~I...ri c
that ilore "iill int agalill be two decades of post-war P.II.)nll..II di
i'1tien. Tile people n lliLst know tl;at we ait illt t'PcllgIzo tle fumilta-
Imental truth thllat tile propeiit ty of each i .. ntriv is losesly linked to
the prostsrity of ,tielt colrlis.

One of the appropjiriat e tglies to deal with internal ional eeo,mtimi
,lid iOmoetary iiroielial w(..i..] be an ,international stabilization funld

with resources an d powers adequate to tlhe task of helpig t, chliiev,
monetary stabilly anlo of flicilitating the restoration iid all hIlC(ed
growth of interniat ii i al trade. A proposal aItong these lines was

dillfed by Alneiien tchinijal experts and liade public on April 7.
1943. There l ave been informal dis uissions on this draft in hidci
nearly thirty coiuntries have participated. Tlhese discilusio is have
shown that all eotniries tiiiik j,fint actioni in this field is neeessary
fori the re o.ist tt lion of t le world ocoiOImly.

It is recognizee d that an international stabilization fund is only
one of tihe instmilintalities whieh may he needed in the hield of
international ecoo.il..l i {jtpeirtion. Other agencies may be eeded

to provide long-ternl inltuternatiaona cldit for post-war recon....tior .
and developmel t, toi poviide funds for rehabilitation and relief, and
io promote stability in the iniesr of prinary inte r nation .l c4m lfn odi
ties. Tihen, is ait strong ininnatm on ii the part of tile to entrust t(
a single agency the sipoisibilitv for dealing wvith Illtse and otlhr
internationali ecionourc probkhems. We believe, however, that an inter-
national ecotnomic inistitutii.. can opernate most effectively if it is not
burdened with diverse duties of a s;pecialized ellcharacter.

Although an intertnational stabilization fund can provide the facili-

ties for cooperationi on monetary questionl. Ihe establislhment of such
an institution would not of itself assurl i tht solution of these difficeult
problems. T'h operatilis of such a fund can be successful only if



tile powers ind resenotees of the fund are used wiselv, alnd ii mlember
mor ntries cooperate with the fund's endleavors to mainitain inliterna-
tional equilibriun, at a high level of international trade. Snll coo..p-
irat.ion inust include conmmercial policies designied to redce tlrae
barriers al(id to tnrminiate discimininatomy practices that heare in the
pist hampered the balanced growth of intermitional trade. Tije
inations of this world can be prosperous only if they aire good neigh-

bios in their economic as well as their polit ical reihtlilns.

Tihe draft proposals that have been put forward ol a tentative bhasis
have received wide publicity in the United StateR. the TUnited King-
don, (Cannlad, nnd in other countries. It is in the best de(lmo(ratic
tradition that the people should have the fullest opportunity to express
their views and to shape the policies of their (ioverninints oiln te
important problems afifeceting ntii l. aal wellbering. And it is an extien-
si fn of this tradition that all the IUnit ed Nations slhould have an. 01)opportunlitv to participate in the for, lli on of a program for
international monetary cooperation.

This revised draft is published with tile hope tihat it will cail forth
further comments and constructive suggeistiotis. It ains to present
only the essential elements of a wo'hahle interinational stabilization

ifund, and its provisions are in every sense tentatfi e. Obviously. ti ere
are eany details that have been o nitted and thlat can be belier for -

uii lated after tiere is agreement on thie n. l.re inportalnut points. We
ibelieve that a workable and acreptalie plain van enmerge oinly from
the joint efforts of thile IUnitedi Nations supported ly enlIightened public
o pinion.



PRELIMINARY DRA>Fr OTLXINE OF, A PHOPOSAL FOR

AN INTERNATIONAL STABILIZATION FUND-
OF TilE

UNITEI) AIND ASSO(CIATED NATIONS

Preamble

1. There is a growing recognition 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 ini solving their economic problems.
Not the least of these is the problhnm of how to prevnt a
widespread breakdown of currencies witlh resultant inter-
national economic disorder. We must assure a troubled
world that the free countries will solve these perplexing
probhems, and tlhat they will inot resort to coml)etitive
exchange depreciation, multiple currency p'actices, dis-
crimninatory bhilateral clearing, or other dlestructive for-
eign exchange devices.

2. These are not transitory 1problems of the immediate
postwar period affecting only a few comuntries. The his
tory of the past two decades shows that they are con-
tinuing problems of vital interest to all countries. Tihere
imust be a general realization that world prosperity, like
world peace, is indivisible. Nations mnst act togetlher to
restore multilaleral international trade, and to lprovid A
orderly procedure for the mainlteliane of Ia[llleled eco-
nomi c growth. Only through internationalm cooperation
will it be possible for courtries successfulily to apply
measures directed toward attaining and maintadinin a
high level of employ ment and income which must )e i he
primary objective of eonomic policy.

3. The International Stabilization Fund of the United
and Associated Nations is proposed as a permanent insti-
tution for international monetary cooperation. Tihe re

(I)



sources of this Fund would be available unrder adequate
safeguards to maintain currency stability, while giving
mienber countries time to correict maladjustments in their
balance of payments without resorting to extreme neas-
Uiies destructive of intenmtional prosperity. The re-
sonmiNs of the Fund would not be uised to prolong a
basicalvy unbalanced international position. On the
contrary, the Fund would be influential in inducing coun-
Iries to pursue policies making for an orderly retuiiirn to
equilibrium.

4. The Fund would deal only with mcnlmer governments
and their fiscal agents, andm would not intrude in the
customary channels for conducting international cornm-
merce and finance. Tile Fund is intended to provide
supplemental facilities for the successful functioning of
the esiablished foreign exehange institutions and to free
international commerce from harmnnful restrictions.

5. The success of the Fund must nltimately deopend upon
the willingness of nations to act together on their
conimmon problems. International monetary ctoperation
should not be regarded as a matter of generosity. All
countries have a vital iiterest in thie maintenalnce of inter-
national monetary stability, and in the balanced growith

Of miultilateral injternational trade.

1. Purposes .f the Fund

The Uniited Nations and the coluntries associated with
tlhnl rieogllize, as declared in tihe Allantie (Clarter, til 4
need for the fullest cooperation among nations with the
ob jet of securing economic advantement it a risinhg
standards of living for all. They believe that attainment
of these objectives will he faneilitated by international
monietary cooperation. Therefro'c, it is proposed that
tIire be estblisheicd man International Stabilization Fmaid
xviih tlhe following purposes:

1. To help stabilize thile foreign exchange rates of the
cuirrenies of the United Na-iions and the countries asso-
cialed with them.

PREAIMBLE



1. PURPOSES OF THE FUND

2. To shorten the periods and lessen the degree of dis-
equilibriumn in the international balance of payments of
Mellmber coluntries.

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

4. To facilitate the effective utilization of the blocked
foreigi balances aeccumulating in some countries as a
consequence of the war situation.

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

IL. Composhioin of thle 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-

fied 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 eoutry shall meet its quota contribu-
tion in full on or before the date set hby the Board of
Directors for the Fund's operations to begin.
(a) A country shall pay in gold not less than an amount

determined as follows. If its gold and free forcign
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.

4 47l-43 --2
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II. COMPOSITION OF THE FUND)

(iv) Less than its quota, it shall pay in goll :30 per-
cent of its holdings.

The gold paymenit required of a member country
substantial parts of whose home areas have been
wholly or partly uccupied by the enemy, shall be only
three-fourtlhs of the above. (For other gold provi-
sionus, Cf. v-2-a and v-6, 7.)

A member country may include in the legal rese'rve
account and in the publislhed 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 Frund, minus its net purchases of
foreitn exchange from tihe Fund paid for with local
currency.

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

4. A quota for each member country shall be compulted
by an agreed upon formula which gives due weight to
the important relevant factors, c. g., a country's holdings
of gold and free foreigli exchange, the magnitude and the
fluctuations of its balalce of international payments, its
natilonal income, etc.

Befo.re conputing individual quotas on thie basis of the
agreed upon formula, there shall be reserved al amnoutt
equal to 10 percent of aggregate quotas lo be used as a
special allotment for the equitable adjustment of quotas.
Where the initial quota of a memIber country as coma-

puted by the foriula is clearly inequitable, the quota
may be increased from this special allotment.

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

4



II. (OMPIOSITION OF THE lIUND

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

7. No increase shall be made in the quota of a member
cmnlutry under Ini 4, 5 or 6 without the consent of the rep-
resentative of the coItt7 concerneld.

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

IHI. Monetary Unit of the Fund

1. The nimonetary unit of tile Fund shall be the unitas
(14) equal in valbi to 137{( grains of fine gold (equiiva-
lent to $10). No elhange in thle gold value of tim unitns
shall be made except withll the apprioval of 85 pere(ll O
the member voles. When such change is made, the gain
or loss sustained by thie I lud on its hIoldings of gold shall
be distributed equitably among the nmembers of the Fund.

The accounts of the Fund shall be kept and publishedl
in terms of unitas.

2. Tie value of tihe currency of each member counmrV
shall bo cstablished in terms of unitas and may not be
altered except as provided in iv-s, below. (Cf. v-i, 2,
below.)

No member country shall purchase or acquirle 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 terns
of unitas and to the value of unitas in terms of gold.
(Cf. va-1.)

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



III. MONETARY UNIT OF THE FUND

member country has depreciated to a significant extent,
that country must deliver to the Fund when requested
ali amount of its local currency or securities equal to
thie decrease in the unitas value of the Fund's holdings
of the local eurrency and securities of thlie country.
Likewise, if the currency of a member country should
appreciate to a significant extent, the Found nmst return
to that country au amount (in the currency oi secunitiis
of that country) equal to the resulting increase in the
unitas value of the Fund's holdings.

IV. Exchange Rales

1. The rates at which the Fund will buy and sell one
member currency for another and at which the Fund will
Ibuy and sell gold for local currency sihall he established
ini accordance with the provisions below. (Cr. also i1-2
and V-2.)

2. The initial rates of exhlainge for member countriies'
currencies shall be detemnined as follows:
(a) For any country which becomes a member prior to the

date on whlich tihe Fund's operations begin, the rai s
initially used by the Fund shall be hased upon the
value of the currency in termns of United States dollars
which prevailed on July 1, 1943.

If, in the judgment of either the member eomlutry
or the Fund, the above rate is clearly inappropriate,
the initial rate shall be determined by colsultlationli
between the member country and thle Fund. No op-
crations in such currency shall be undertaken by the
Funud until a rate has been established which has the
iapproval of the Fund and of the member country in
question.

(b) For any member country which has beln occupied by
the enemy, the Fund shall use the exchange rate fixed
by the govenment of the liberated eountry in consul-
tation with the Fund and acceptable to the Fund.
Prior to the fixing of a definitive rate, operations in



IV. EXCHANGE RATES 7

such currency may be undertaken by the Fund with
tile approval of thie Board at a tentative rate of ex-
change fixed by the nmemnber countrt in eonsultation
with tile Board. No operations sialil be continued
under this provision for more than 3 months after tile
liberation of the country or when the local currency
holdings of the Fund exceed the quota of the country,
except that under special circumstances thile period
and thile arnolint of such operations may be extended
by the Fund.

3. The Fund shall not colme into operation luntil agree-
[lent has hl(en reaclhed on tile exchange rales for cur-
roncics of corntries representing a majority of the
aggregate quotas.

4. Thl Fund shall determine the range within which
the rates of exebange of member currencies shaill be
permnnilted to fluctuate. (Cf. vu-1.)

5. Changes in the exchange value of the currency of a
member coiuntly sihall be considered only when essential
to the correction of fundanmiental disequilibrium in its
balance of payments, and shliall be made only with the
approval of thiree fourtls of the member votes including
the representative of the coulntry concerned.

Because of the extreme uncertainties of the immediate
post-war period, tile following exceptional provisions may
be used during tile first 3 yeals of the Fund's operations:
(a) Wheni the existing rate of exchange of a member

country is clearly inconsistent with the 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 eountry may change the established rate
for its currency by not more than 10 percent provided
that the member country shall notify tile Fund of its
intention and shall consult with the Fund on the ad-
visability of its action.



V. POWERS AND OPERATIONS

V. Powers and Operatlions

The Fund shall have the following powers:
1. To buy, sell and hold gold, cuirncies, and govern-

ment securities of member countries; to earmark and
transfer gold; to issue its own obligations, and to offer
them for discomunt or sale in inemlber counti ies.

The Fund shall purebase for local currency or needed
foreign exchange any nmmber ciurrency in good standing
acquired by another menmber coilt ry in settlement of a
balance of payments oi currenlt acoulllt. nvihel' suill
currency cannot be disposed of in the foreign exchliang
markets withiin the range estnblished Lby the Fuld.

2. To sell to the Treasury of any enlnber country (or
Stabilization Fund or Central Baniik a efiii, as its agent) at
the accepted ,Iate of 4exlchalne, el1relcly of aly Iellb(r
eountry which the Fund holds, provided thalt:
(a) The foreign exchange denlanded from the Fund is re-

quired to ineet an adverse balance of payments pree
dominanlll i oil curllrent aeount with nny lliber
country. (Cf. v-s, for eapilal transfers.)

When the gold and free foreign exchange holdings
of a nmember country exceed 50) perient of its quota,
tihe Funmld in selling foreign excllange to such 1ietber

counrtry shall reqnire that one-half of sach exchange
shall be paid for with gold or foreign exchange ac-
ceptable to the Fund. (Cf. V-6, 7; oi gold collateral,
see V 2-c.)

(b) The Fund's total holdings of the curr len c and secu
ritites of ally 1em1ber cootivy sha ll ot exced hie q nuota
of such couniry by more than 50 percent during the
first year of operation of the I]Fnd, and ltereaftei
shall not exceed such quota by more thIan 100 peiteint
(excelept as otliherwise riovided below). The total hold-
ings thus pelrmitted are termed the lermissliblc quota
of a country. When the Fund's holdings of local
eurrency and securities are equal to the permissible
quota of a counrtry, the Fund may sell foreign cx-

8



V. POWERS AND OPERATIONS

change for such additional local currency only with
the specific approval of tile Board of Directors (ef.
vi-3-a, below), and provided that at least one of the
following two conditions is met:
(i) In the judgmnent 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-
inlpts; or

(ii) It is believed that the balancee of payments of the
comitry 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 dis-
posed of within a reasonable time;

Provided further, titat when tim Fund's holdings of
the currency or any member country or countries fall
below 20 perll'cenl of their respective quotas, the sale
shall also lrequire the approval of tie representatives
of these countries.

(c) When the Flund's holdiligs of local curremcy and secu-
rities exceed the permissible quota of a counlltry, the
Board may require tqlhe nirber countiry to deposit
collateral in accordance with regulations prescribed
by the Board. Such collateral shall take the fo rm of
gold, foreign or domnestic curr] 0 Iy o Vr iiiovellnent
bonds, or oither suiitable (ollaterai wiahin i tie apaicity
of the umember country.

(d) When, in the judgment of the Fund, a nl(nber colun-
try, whose currency and seeurili s held by the Fund
exceed its quota, is exhausting its penrmissible quota
more rapidly than is wlarranted, or is using its iper-
missible quota in a nramimer that clearly has lthe eflect
of preventing or undlly delaying tile establisnhment
of a sound balance in its international accounts, the
Fund may place suel conditiols upon additioinal sales
of foreign exchange to that cuntry as it deems to be
in the LVenreal ilinterest of he Find.

9



10 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-
menrit of foreign debts, when in the judgment of the Board
such a transfer is desirable from the point of view of
tile general international economnic 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 Fund's holdings of the local cur-
reney and securities of a member country exceed 150 per-
cent of the quota of that country, the Fund may, in excelp-
tionil circumrstances, sell loreign exclannge to the rnnmber
country for the above purposes with the approval of
tllree-fourths oi theb nmember votes. (Cf. V 2-a, above;
on voting, vi-a-a, below.)

4. When the Fnid's holdings of the currency and se-
curities of a member country become excessively small in
relation to prospective acquisitions and needs for that
eurrency, tihe Fund shall render a report to that country.
The report shiall embody an analysis of the causes of the
depiction of the Fmud's holdings of that currency, a fore-
cast of the prospective balance of payments in the absence
of special measures, and finally, reeomnineiidations de-
signed to inLcrease the Find's iholdings of thait cuirency.
The representative of the country in question slhall be a
membner of the Fund moinonittee appoiited to draft the
report. This report shall b@ sent to all nlleber counitries
and, if deemed desirable, be made public. Member counur- {
tries agree that they will give immediate and carelul
attention to recommendations made by the Fund.

5. Whenever it becomes evident to the Board of
Directors that the anticipated demand for alny particular
cuerency may soon exhaust thie Fund's boldinigs of that
cmnrenly, tihe Fund shall inform the member countries
of lhle pirobable supply of the currency and of a proposed
metlhod for its equitable distribution, together with sug-
gestions for helping to equate I le anticipated demand for
and supply of that currency.



V. POWERS ANDI) OPERATIONS

The Fund shall make every effort to increase the supply
of the scarce currency by acquiring thai currency from
the foreign balances of member countries. The Fund
may make special arrallgllelnts with any Ilemlber couln-
try for the purpose ot providing all emergency supply
under appropriate conditions which are acceptable to
both the Fiund and the eitmber country.

To facilitate appropriate adjustment in the ba]ace of
payments position of nmereber countries, and to help
correct the distortiins in lie patient of trade balances,
the Fund shall apportion its sales of such scarce euIrency.
In such apportionincut, it shall be guided by the princi-
ple of satisfying the most urgenit needs from the Ipint of
view of the general inlternational economnic situation. It
shall also consider tile special needs and resources of the
particular countrires making the request for Ithe scarce
currency.

Tile right of any member country to ajcquire an amount
of othli ci i irecis eq ual to its pernissible puota shall be
limited by the necessity of assuring a p ajlropriate dis-
tribution among the various members of any currency
the supply of which is scarce.

6. In order to promote the mos(t effective use of the
available and acilnlulating suplply of foreign exchange
resources of niUlllber coluntries, each menbier country
agrees that it will offer to sell to thile Fund, for its local
currency or for foreign currenlcies which the memeber
counmtry needs, one-half of the ioreibg exchange resources
and gold it acquires in excess of its official holdings at
ile Iline it becanme a menlorW of the FIlnd, but no country
need sell gold or foreign exchange under this provision
unless its official holdings (i. ., TreasurymT, Central Bank.
Stabilization Fmlud, etc.) are in excess of 25 lpercent of its
quota. For the purpose of this provision, only free and
liquid foreign exchange resources and gold shall be con-
sidered. The Fund may accept or reject the offer. (Cf.
Ui-s-a, v-2-1, and v-7.)

11



V. POWERS AND OPERATIONS

To help) achieve this objective each merember country
agrees to discourage the excessive aecumiilation of for-
eign exchange resources and gold by its nationals. The
Fnid shall infohrn any nilr nr country when, in its
opinion, any furlher growth of privately held foreign
exchange rlso(urces and gold appears unwarrantcedl.

7. When the Fuld's holdings of the local curreciy and
securities of a Ilmiember comitriy exceed the fquota of that
country, the Fund shall, upon request of the number
country, resell to he rmnuber country theli Fund's excess
holdings of the curl miey of tha;t emoluty for gold or
accltable for'ign exlanago. (Cf. v-li, for chagess on
hioldings in excss of quota.)

8. To buy frioll the gOVerl'tlll/lts Of mllellber cotrliesn
bloked foreignl b:aulances held in other melmber cuntrics,
providedl all the following conditions are nmet:

(a) The blocked balances are held in member couiintries
and are reported as such (for the purpose of thlis
provision) by the mermber governnents and are veri-
fied by the Funid.

(b) The membenr econtry selling the blocked balances to
the Fund agrees to transfer these balances to the
Fund and to repurhase fromn the Finid 40 percent
of them (at thIe same price) with gold or such free
currencies as the 'uid may wvish to accept, at the
rate of 2 percent of the transferred balances each
year for 20 years beginning not later than 3 years a
after the date of transfer.

(c) The country in which the blocked balances are held
agrees to trans[oir to the Fund the balanes 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.
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(d) A charge of 1 percent on tile amount of blocked
balances sold to tim Fmlud, payvable ill gold, shall be
levied against the country selling its blocked balanees
andl against tfile courntry in which the balainces are
held. In additioni a charge of not less lhian oie plr-
cent, payable in gold, shall )be levied almiually against
each country on the aI/iiioit of suchl balalnces remain-
ing to be purchased by it.

(() If the country selling blocked balances to the Fund
asks for f'oreigln exclhange rather than local currency,
the iequcest will not be graniedl unless the country
needs thile foreign exchange for the pllrpose of ineelt-
ing an adverse balance of piaymentis not arising from

) ~ the acquisition of gold, tile aeumulaion of foreigrn
balances, or other capital transactions.

(f) Either country 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 sumn
taken over by the Fund shall becomnle free, and only
after 3 years shall have elapsed since tihe sale of the
balances to the Fund.

(#) The Fund has the privilege of disposing o:,f any iof
its holdilngs of blocked balances as free funds after
the 23 year period is p)assed, or sooner under the fol-
lowing conditions:

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

(ii) The approval is obtained of the country in wlhich
the balances are held.

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

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

13



V. POWERS AND OPERATIONS

permission or at the request of tihe country in which
thei bahiaces are being held. The F]iund may inwvest
these balances in the ordinary or special government
securities of that country. The Fund shall hbe free
to sellI such secrliti (s in any country aiderli trh ln'O-

V] sions of v-11i, below.
(J) The Fund shall determine fromt time, to time the

maximum proportion olf the blocked balaices it will
purchase under thliis provision.

Pro.idcd, howeve'cr, that during the first 2 years
of its oplieration, blockedi balances purchased by the
Fund shall not exceed in the aggregate 10 percent of
the quotas of all Inmember countries. At the end of
2 years of operation, the Fund shball propose a plhm
for the gradual further liquidation of blocked balt
antes still outstanding indicating tih proportio n of
the blocked balances which the Board considers the
Fund can appropriately purchase.

Blocked balances acquired nder this provisioln slhal
not be included either in comlitiutig tIh anoiont of foreign
exchange available lo ro0e11bel eo(llnitrios lnder thlir
quotas (ef. V-2, 3), :or in coml/putltilng charges on balance(s of
local clurrency in excess of the quolas (ef. v-I ).

9. To bily and sell TeLl/*i/iis or 110ll-]li-ibllr IC l (j11t'ii ( s

but shall not atquire more than $10 million of 1the cur
reney of any on 1n 0110 Ol tlyII l CtlT/) nor hi old sijih cur-

renmies bievond (60 daYs after date of 1rcliase exee)t &
with lthe lqproval of tbiQ Boardl.

10. To borrow tihe CiulrTIoey of any mmnller counlllty
providetd the additionl alnounil is needed by the Fiund
and provided the representlative of that (oil lit approves.

11. To sell member-eomtty obligations owl td by the
Fund provided that the representatives of the country
issuing thle securmities and of the country in wlieh the
securities are to be sold approve, except that the approval
of the representative of the issuing eomuntry shall not be
necessary if the obligations are to be sold in its own
market.

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

12. To illvest ally of its euirelwvy holdings in govern-
minent securities of the country of that currency provided
that the rep)resentative of the country app)roves.

13. To lend to any member cointry its local currency
from tile Fund for 1 year or less up to 75 percent of the
currenlcy of that country held by the Funld, provided the
local enrreuncy holdings of lthe Fiund art not reduced below
20 percent of the quota.

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

To levy a (barge uninrorni to all countries, at a rate not
less t ham 1 perent pi' anInu, payable in gold, against
anv country on the amrout of its cuirrency held by the
Fuund in excess of the quota of ihat coualntry. An addi-
tional charge, payable in gold, shall be levied by thle Fund
against any ninlhber cotltt ry on hlie Fmud's holdings of its
curlirency in excess of the permissible quota of that
country.

In case the Fund fiinds it necessaC to boroww currency
to meet the demands of its memnbers, an additional charge,
payable in gold, shall be made by the Filnd sufficient to
cover the cost or the borrowing.

15. TIo levy upon member countries a pro rata share of
th( iexpenses of operating the F (und, pvyahble in local cur
reney, not to exceed one-tenthi percent per annum of the
quota of each country. The levy may be made only to
the extent that the earnings of the Fund are inadequate to
inmeet its curren1lt expenses.

16. The Fund shall deal only with or throlugh:
(a) The Treasuries, Stabilization Funds, or (Central Banks

acting as fis(al agenUts of member goverrnme its.
(b) Any interiational banks owned predominantly by

inember governmentls.

j
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Tihe Fund may, nevertheless, with the approval of the

representatives of the governmenets 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. Management

1. The admninistration of the Fund sliall be vested in a

Board of Directors. Each government shall appoint a

director and all alternate, in a manner determined by it,

who shall serve for a period of 5 years, subject to the

pleasure of their governmnent. Directors and alternates

may be reappointed.

2. In all voting by thi Board, the director or alternate

of each nTmlber country shall be entitled to east an agreed

upon number of votes.
The distribution of basic votcs shall be closely re-

lated to the quotas of member countries, although not

in precise proportion to the quotas. An appropriate dis-

tribution of basic voting power would seem to ihe the fol-

lowing: Each country shall have 100 votes, plus 1 vwte Ior

the equivalenti of each 100,000 unitas ($1 million) of its

quota.
No country shall be entitled to (ast more than one-fifth

of the aggregate basic votes, regardless of its quota.

3. All votilng shall be acecording to basic votes except as

follows:

(a) In votilng on proposals to auithorize the sale of foreign

exchange, each countlry shall cast a number of votes

modified f'omi its basic vote:

(i) By the addition of ione vote for each $2 million

of net sales of its cuirelncy by the Fund (adjusted
for its net trais'lti onis in gold), and

(ii) By the suhtraetinm of one vote for each $2 million

of its net purchases of foreign exchange lfron the
Fund (adjusted for its inet transactions in gold).

(b) In voting oil prolposals to suspend or restore member-

ship, each imembe r couiLtry shall east one vote, as

provided ill VT-i, below.

16
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VI. MANAGEMENT 17

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 becomne an cx officio member
of the Board and shall be chief of the operating staff of
the Fmlund. The operating staff shall be selected in accord-
anme with regulations established by the Board of Direc-
tors.

6. Thle 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 oC tile Fund shall be an ex officio member of tile
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 Comn-
mittee shall receive appropriate rcmluncration.

7. The Board of D)irectors may appoint suche other
committees as it finds necessarly for the work of the
Fund. It may also appoint advisolry committees chosen
wholly or partially from persons not employed by the
Fund.

8. The Board of Direetors may at any meeting author*
ize any officers or committees of the Fund to exercise
any specified powers of tfli Board not requirilng more
than a majority vote.

The Board may delegate any anthority to the Execu-
tive Conmmittee, 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.
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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 goveining the operations of the Fund. The
officers and conmnittees of the Fund shall be bound by
such regulations.

10. The Board of i)ireetors shall hold an annmal umet-
ing and such other meetings as it may be desirabie to
convene. The annual meeting shall be held in places
designated by the Executive Conmmittee, but nol nmore
than one annual meeting in any 5-year period shall be
held within the same membler country.

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

11. A country failing to meet its ohligations to the
Fund may be suispenlded provided a Iimajority of the
member countries so decides. While under suspension,
tlhe contlrv shall be denied I'he priviieges of membership
but sIhall ihe subject to the s:n me obligations as any other
member of the Fund. At the end of 1 year the country
shall be automatically- dropped fTronl membernl ship un]less
it has been restored to good standing by a majority of
the inemler countries.

Any coulitry mlay withdraw ronm 1ihe Fund by giving
notilce, and its withdrawal will take effect 1 year froml
the date of such notice. Duiring the interval btiween
nolice of withdrawal and the taking effect of the inotice,
such eountry shall be subjeet to ithe same Ibiligatiols as
any other nember of the Flund.

A country which is dropped or which withdraws fromn
the Falnd shall have retuirned to it an amount in its own
currency equal to its entributed quoin, pluis otlher obli-
gations of the Fund to the country, and mi 1inn1s an Iv s1um
owed hy that country to tlh Fuond. Any loisses of the

18



VI. MANAGEMENT

Fund may be deducted pro roat fomn the contributed
quota to be returned to the country that has been dropped
or has withdrawn fromn membership. Local currency
holdings of the Fund ill excess of the above slhall be ie-
purchased by that eountry with gold or foreign exchange
acceptable to tihe Fund.

When any coulntry is dropped or withdraws f orn
imembership, te riights of the Fund shall b1 fully safe

guarded. The obligations of a country to the Fund shall
becomile due ai ll(e time it is dropped or withdraws frmn
Iliberstbihipi buit thie Fund sihall have 5 years within
which lo liquidate its ohligations to such country.

i 12. Net proilts eal'lld by tiihe Fnd slhall be distributed
in the following mnanner:
(a) Fi ty p1erent to reserves until tile reserves are equal

to 10 percent orf tile ag'gregate quotas of the Flid.
(b) Fifty percent to be dlivided each year among lihe

menmbers in propolrtion to thleir quotas. Dividends
distributed to each onuntry shiall be paid in its ow
currency or in gold at the discretion of the Fund.

VII. Policies of Member Cotntrics

Eaeh imemtber c ountry of the Fund urndretakes the
following

1. To mlaintain by appropriate action exchange rates
cstablished ih thi( Fiund on the ciurreneiies of other eonn-
tries, and not to alter exchange rates except as priovided
il tv--3, above.

Exchange rales or melrleCr .oulltries may be permitted
to fliuctuate within the specified range fixed by the Fulid.

2. Not to engage in exclhange dealings with member or
io0n-lemlnber corlltries that will undermine stability of
exchafnge rnles established by the Fund.

3. To abandon, as soon as the member country decides
that clonditions perlmit, all restrietions (other than those
involving capital transfers) over foreign exchange trans-

19
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actions with other member countries, and not to irmipose
any additional restrictions (except upon capital trans-
lets) without the approval of the Fund.

The Fund may nmake reipr(sentatious to mem'ber coun-
tries that conditions are favorable for the abandoinment
of restrictions over foreign exchange transactions, and
each member couiitrv shall give consideration to such
representations.

All mnembeir (eountries agree that all of the local cur-
rency hioldings of the Fund shall be lree from any restric-
tions as to their use. This provision does not apply to
blocked foreign balances aequrir ed by the Fund in accord-
ance with the provisions (of v-s, above.

4. To coopelate effectively with other minember oun-
tries when such countries, with the approval of tihe Fund,
adopt or continue cntrvols for the pmrpose of regulating
international movements of capital. Cooperation shall
inelude, upon relommeiinundatio n by the Fund, imeasures
thatl cmil aplpro)liately be taken, such as:

(a) Not to accept or permiit acquisition of deposits, se-
elrlitics, or inlvesllliillt s by imtiolnals of anlly 1lnlmber

country imposing restri(tions on the export of capital
except with the pernis)sionl of the governoent of that
country and the Fund;

(h) To make available to lthe Fund or to the government
of any member country such information as the Fund
considers mjcessaTry on property il the formn of de-
posits, securities and investments of the nationais of
the member country imposing the restrictions.

5. Not to enter upon anly new bilateral clearinig ar-
ranginacltlLS, nor elgag4 ill multiple currency practices,

whlich in the judgmenit of the Fund would retard the
growth of world trade or the international flow of pro-
ductive capital.

(6. To give considerationi to the views of ti Fund oII
ally existing or proposed im(inetary or economie 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 comuntries.

7. To furnish ihe Fund with all information it mwcds
ror 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 carl T
out its undertakings to the Fund.
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