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ROSEd Dr-ft
August 13, 1946

p- Capital Transfers g

If there is taking place a e or sustained outflow of

capital from a member country hat ay rE re net We of the

a. that member or any other member may notify the Fund,

presenting such information as it deems necessary, and may

request the Fund's views with respect to such capital movement;

'nd

b. the Tun<l mypY-re~ent to th nmember or members concerned

: report Mtia.4'- 'tf its views, and may reouest the member or

members to recrrt on the situation within a suitable time.

VWhnenver :>e Fund has requested a member to exercise controls

to prevent uFc of the resources of the Fund to meet a large or

sustained outflow of capital, te member 1il notify.

promntly and in detail of the measures taken. T± I

zzz-r~~t ct rrerriate c

Each member sl; inform the FuTn in detail of the measures

it is taking to regulate international capital movements and of

changes made in such measures.

If the Fund is of the opinion that the controls exercised

by a member to regulate international capital movements are

restrictive of payments for current transactions, or unduly delay

transfers of funds in settlemoent of commitment, the Fund shall,

subject to the trovisions of Article VII, Section 3 (b) and

Article XIV, Section 2, consult with the member on the manner in

which the controls are exercised. If, sfter consultation, the Fund

a·



7

is not satisfied that the/controls are eyercised in a manner

consistent with the Pre rt greement, it shall so inform the

mrcrber in a Twritteri rctort and 4i the mcrber a?-e",rtnty to

modify the controls. •AA VI-3)

;hen the.i anlldrihbIfls otf a tmem r c Clrrncy exceed

scventy-fiuvs wSrCe% of its quota and the Fund findr that a

member is nflef' tin: capital movements which are met out of the

mrm:br .5 own r sources of gcl] and foreign exchange and which

maynot be in nccordance with the pro cse of the Fund, the Fund

,hall consult vitiih th' member wlirt rcspcct to such capital move-

monts. If, aft'r cnnsultatton, the Fund is nrrT satisfied that such

capital movm nts ar 2 •accordance with the pur;osos of thr Fund,

it shall pn ct.t t the member a rcport sttin!' forth its views,

and rcoucst a r y within a suitablr time. If-inr not

s~/tisfid wi th. membor's report, or thi tme sact by the Fund

has cps itho t rcceiDt of a report, the F}hd may roquest

that action be tr n nto prrvrnt such uso of ±lt rcsources.

AVI - 1 (b)(ii)

hoenevcr In aoyase omin beforr the Fund there is any

doubt whether a is a currept or capit transaction,

the iLanarinpiro r s ai] arrange for a rrpod to be prescntcd

to the Ex'ccutive I'P for its consideration nnd such consultation

with the mcmb rs cv mrncd as the Executive Board deems appropriate

(A XIX - (i))

I
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If there is taking place a large or sustained outflow of

capital from a member country that may require net use of the

Fund's resources:

a. that member or any other member may notify the Fund,

presenting such information as it deems necessary, and may

request the Fund's views with respect to such capital movement;

and

b. the }v ir may present to tph member or members concerned

a report settini forth its views, mnd may reauest the member or

members to rercrt on the situation within a suitable time.

Whenever Fund has requested a member to exercise controls

to prevent use of the resources of the Fund to meet a large or

sustained outflow of capital, the member shall notify the Fund

promptly and in detail of the measures taken. The member shall

consult with the Executive Board on the institution, administration

and subsequent removal or appropriate controls. (AA VI- (a))

Each member shall inform the Fund in detail of the measures

it is taking to regulate international capital movements and of

changes made in such measures.

If the Fund is of the opinion that the controls exercised

by a member to regulate internationsl capital movements are

restrictive of payments for current transactions, or unduly delay

transfers of funds in settlement of comitment, the Fund shall,

subject to the orovisions of Article VII, Section 3 (b) and

Article XIV, Section 2, consult with the member on the manner in

which the controls are exercised. If, after consultation, the Fund



'lW -2- W

27 is not satisfied that the controls are exercised in a manner

28 consistent with the Articles of Agreement, it shall so inform the

29 mrmbnr in a written report, and give the member an opportunity to

30 modify the controls. (AA VI-3)

P-5 31 When the Fund's holdings of a member's currency exceed

32 seventy-five pnrcent of its quota and the Fund finds that a

33 member iP cf'ctinr oapital movements which are met out of the

34 member's own rrsources of goli and foreign exchange and which

35 may not be in nonordance with the p:rrposes of tho Fund, the Fund

36 shall consult vith thr mcmber with respct to such capital move-

37 ments. If, after consultation, the Fund is not satisfied that such

38 capital movm, ints are in accordance with the purposes of thr Fund,

39 it shall pr c',t to the member a report setting forth its views,

O40 and request ai reply within a suitable tire. If the Fund is not

41 satisfied with the memberts report, or the time sot by the Fund

42 has elapsed without receipt of a report, the Fund may requcst

43 that action be taken to prrvrnt such use of its rrsources.

44 (AA VI - 1 (b)(ii))

P-6 45 hoenever in any case coming before the Fund there is any

L6 doubt whether a transaction is a current or capital transaction,

47 the Managing Director shall arrange for a report to beo presented

48 to the Executive Board for its consideration and such consultation

49 with the members concerned as the Executive Board deems appropriate.

50 (AA XIX - (i))
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July a4, 1946

C- ata Trangfern

Not}, The Interim Drafting Committee has restricted this section to

>rter$ of procedure, agreeing it is preferable notto attempt

here tbdefine in the ahstract (a) the lin oetween current

and canita sactions, (b) the opocific anrDlication of

t reasonable anount t entiorwdiin AA V1-1(b)W) and Cc) the

criteria for duterminng wbther a member has met capital

movements out of its own resourcos bi out of the Fund re-

sources (AA VI-l(b)(ii)). o comment eems t' be necessary on

AA VI-2a,

-1 1 If the drain on the raservee of a member is of ewuh a naturf

2 that it may 1nvo014 a large or eu',tained outflow of capital enfi J

3 require .Inet use of the tundie resources

4 a. Any member may notify th. Fund, presenting such infor-

5 moation as it deem neoessary, and may request he eeeation of

6 the Fund 4 l-it adviese oncerning appronriate measuree to be

bi. The Fund )htall resent to the member or members concerned

S a report setting forth its views and shailrequest the member or

10 members to report on the situation within a suitable time.

1-2)11 ~When the Fund is of the opinion that a member is making not

12 uae of the Pund'i renources to meet a large or sustained outflow

13 of capital not covered by Article VI, See. l(b)(t) and See. 2,

14 the Fund may request a member to exorcise anprOpriatU controls

15 to prevont such use of the Tndts re0ourcee.

t-Z* 16 )Afeto the Fund has requested a member to exercise dontrols

17 aset forth in Article VI, See. t(4m, he member ehall notify

18 the Fund promptly and in detail of the measures takenak /1 -

/ 1
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I-f--A If. after reeeivig a. requ.,t to exercise controls ag set trth

20 in Artiole VI, Sec. l(a), the memabet fails to exercise araprite

21 controls, the iund may either declare the menber inoeligible to use

22 its reeources or limit the use of its resources by the enomber.

23 (aL VI - I(a), v.-6)

S5>24 I If a zonbhr fs eercising contri1 or intreduce npw controls

25 not requested by thk Thnd to regulate interntiotnl cpitt1 move-

26 meits, fl shall notify the E\md in detail of the measures '

[7 ; lxeea% neaoe reflrred to in Artite VII, Seei 3(b) and Article

z28 -LSY. 3 jf tho Fund in of the opei!ion that the controlsli'ernd

20 to in 2oraraph Z-. aboe. are restrictive of)irrafn-d payments

30 for current trans actior.ns, the Tn shall ^snxult with the member on

31 the Bee4 fo~ the controls i The P-nd ! fthen tflrA the temnter

32 -of ltt dectlfrI in a written report an:d give the berhbor an Oppor-

33 tunity to modify the controls. I the vrmiber 'ail to remcdy the

34 defect, the action of trhe member shall be regarded ran a failure to

35 fulfill its obliunatlo:r s icer the Fund TreXQment.

37 ofUfs.iv ri ? quatt ac4] tWi Find finds that2j k

38 mrnctc is *ffcctin,. cn-it:l novduents which ir; mot out of the

39 member'½ own reo'ca:o' of gold axd forci:i. erchongo and which

40 may not be in accorc;>ce with the murnoota of the Fund, the Ftid

41L Lzeewyrrs ete the oriber!r renort ,etttxi forth its nviOWs md

42 renta; a rcrl/ within a suit;ble tine. If .rre 4l the ,

43 menberlr roport, or tho tine set by the F!d has elaosed without

44 rcei-'t of a re,,ort*Sthe- t--- ef-th n odt tho -ahr

45 ia- natpe WA, own recoraca inr tanne r tn 4 the -oravrae. I> 1 ½

46 t:m n the d mnay request that

47 action be taken to prevent such use of its resources. *.i- O Yr,", -*

48 nee- n wc hz eat, the m rnbr fnil toe take aparonriate

40 action. it hell be rerared as havinr failed to fulfill its

&n obi&.ation. under the Thnd Agreementsj (AA VI - 1(b)
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*-8 51 henew r in any case coming before the Fun< there is any

52 doubt whether a transaction is a current or capital transaction,

53 the shal-.resent'' srapottriJ
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DRAFT NO. I

July 24, 1946

-apital Transfers

Note: The Interim Drafting Committee has restricted this secttbn to

matters of procedure, agreeing it is preferaW]P not to attempt

here to define in the abstract (a) the itne between current

and capital trqnsactione,-t*te specific apnlication of

"reaso-ible anount" menttoned in AAf b i), ozx (a) the

criteria for detminina ,hether a member haset avital

movementn out of its own resources or out of the Fund re-

sources (AA VIl(b)(ii)). No comnent aeems to be necessary en

AA VI-2.

Z-l 1 If the Orain oh thrinc/-fa-a r is of nuch a nature

2 that it may i~1, a large or squtained outflow of capital and

3 require a not use of the Fund's resources:

4 a. Any member may notify the Fand, tresenting ouch infor-

5 mation as it deems necessary, and may request thnvvu ltoa,. A-

6 the Fund n arAits at4ee concerning approoriate measures to be

7 taken;

e b, The Futtd shall rresent to the member or members concerned

9 a report setting forth its views and shall request the member or

10 members to report ot' the situation within a suitable time.

1-2 11 Wheon the Fund iq of the opinion thot a menber is nm;akine net

12 use of the Phnd's resources to meet n larie or sustained outflow

13 of canital not covered by Article VI, Sec. l(b)i1) and Sec, 2,

14 the Find my reoquest a member to exorcise apropriate controls

15 to prevont such usoe of the RhndtA resources.

X3 16 After the FnCg has requested ;. merber to exsrcise controls

17 as set forth in Article VI, Sec. l(a), the me;ber shall notify

18 the Fun% nromptly and in detail of the measurtg tasken.

I I
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A 19 If, after receiving a request to exercise controls as set forth

20 in Article VI, Sec. l(a), the menber fails to exercise apnropriate

21 controls, the Fund may either declare the momnbr ineligible to use

22 its resources or limnit the use of its resourceso by the nrember,

23 (AA VI -. l(a), V..s)

L-5 24 If a nombeor is oxercising controls or introduces new controls

25 not requested by the Fund to regulate international capital move-

26 mente, it shall notify the Fund in detaiil of the measures taken,

Z-6 27 Exccpt in cases referred to in Articlc VII, Sec. 3(b) and Article

28 XIV, Soc. 2, if the Ftmd in of the ooiion t!at the controls referred

20 to in Paragraph : 5 Rbove are restrictive of transfers end payments

30 for current tramn.ction7, the Fund shal1, mrkqi with the member,

51 the ne,4 for"h*rttruf. 1he 3%4 s then inform the member

32 of its decision in o written report and give the member an eppor-

33 tuRity to modify the controls. If the member fails to ra yAb

34 the mnember shall be rer-rded ,as, '& t

35 fulfill its obliratioiis under the Fund 4reenent.

X-7 36 Wlhen the Fuidll ioli'igs of a rexbor', currency exceed

37 s¢eve:Ly.five rercetc of its quota and thu Tuhd finds that the

38 maa 4 : -ffzcctn r mao- e..wta rwt out of the

39 member's own rcoouLccs of gold rmd foreig:n exchange auUa 0

40 nay not be in ac¢oroi7ce with the nurpoces of the Ftnd, the tFund

43. ,ay pro:ert to the member a retort settiar forth its views, and

42 requesL a reply within a suitrble time. If, after receiving the

43 nemberls renort, or the, time set b: the Fund has elansed without

44 recetit of a renart, the Tund is of the ooinion that the menber

45 is usia; his own ronourcosein a Mner crtnrr4 tpurVoses of

46 the Pnd.* the Thnd shall inform the member and may request that

47 action be takeon to rrevent such n*e of ita reanuzQo. If, after

48 recciving quch a reouest. the ermber fnili to take apiropriate

49 action. it ahall be ragadr4a.4 a-havtnr fai3.oed4t, Akift+U.

tt obligatione under th Thund 4reenm.t. (MA VI - l(b)(ii); XV - 2(a))


