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AGIL TUT made as of the lst day of lay, 1942, at the
City of ashington, District of Columbia, between the Secretary
of the Treasury of the United States of America (hereinafter
called the Secretary), the lational Dank of Iceland (hereinafter
called the Tank) and the Government of Iceland (hereinafter called
Iceland).

TNEREAS, the monetary and financial cooperation of the
United States of America and Iceland and the stabilization of the
United States dollar-Icelandic !xrona rate of exchange are important
factors in promoting trade and in fostering the welfare and friendly
relationshins of the two countries;

HOT, TERETFCRE, in order to further such objectives and
in consideration of ths nremises and of the mutual covenants
herein contained, it is agreed as follows:

1. The Secretary, through the lederal iieserve Bank of
ilew York as Fiscal Agent of the United States (hereinafter in its
capacity as Ifiscal Agent of the United States called the Federal)
shall, as hersinafter wrovided, nurchase Icelandic lronur from the
Sank from time to time as requested by the lanl, the United States
dollars naid therefor to be used exclusively for the purpose of
stabilizing the exchange value of the Icelandic krona with respect
to the United 3tates dollar. The totel amount of kronur thus
purchased by the Secretary, exclusive of accrued interest thereon
and of any lronur resurchased, shall not at any time exceed in the
az-regate the equivalent of United States §$2,000,000 computed at

he rate at which such Mronur are purchased as hereinafter provided.
The lLronur so nurchased shall be credited to the Federal on the books

of the Zank in a special account to be opened in the name of




tfederal Neserve Banl: of llsw York as Tiscal Agent of the United
States". Upon receint by the Federal Reserve Dank of liew Tork
of advice from the Dank by tested cablegram or radiogram that
this account has been credited with a stated amount of Icelandic
Jronur, the rederal will in turn, in payment therefor, credit
the Pank in a snpecial account to be onened by the Federal in the
name of ".ational Zank of Iceland, Snecial Account", in an amount
in United States dollars equivalent, at the Lank's buying rate of
exchanze in Nleyljavik, Iceland, for cable transfers payable in
United States dollars on izw lork, which it shall have determined
by virtue of its actual current marlet operations, to the amount
in Icelandic lkronur so credited to the account in the naue of the
Tederal on the hoolis of the Bank. it the time that the Zank
requests the purchase of the Icelandic lLronur, it shall advise the
Jederzl of its buying rate for dollars.

2. Tae Dank shall credit interest to the special krona
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account in the name of tiie Tederal on the last day ol each successive
nonth from and after the date lereof. 3Such interest shall be com=-
muted at the rate of 1-1/27% (one and one-half nercent) per annum

on the daily balance of such lronur in such special account as

vere ~urchased by the Zecretary under this Agreement.

3. (&) ‘ithin thirty deys after the receipt of notice
from the jecretary or tie Fecderal containing such request, the Bank
shall rerurchase, or cause to be repurchased (and in the case of
acerued interest, rurcliase, or cause to be ~urchased), in United
States dollars, by payments at the “ederal .leserve lanl of iew Yorlk:

(i) Any or 211 of the !Tonur purchased by the

Secretary throush the ederal at the same rate or

rates ol exchanze at whieh such lxronur were nurciased;

and
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(i) Any or all of the lLronur representing interest
accrued on, and whether or not credited to, the special
1rona account on the books of the Dank in the name of

he Federal at the averaze rate of exchange at which
he Lronur, upon wiich such interest has accrued, wvere
purchased by the Secretary through the Jederal,

(o) Ilotwithstanding the forezoing, in the absence of
such a2 request by the Jecretary or the Federal, lronur in the amount
of such acerued interest shall be purchased or caused to be purchased
by the Dank by rnayment in United States dollars at the Peder%i Reserve
~an's of ilew Yorl: on the last day of each successive three-months!'
neriod from and after tie date hereof and upon the termination of
this Asreement, at tlhe rate of exchan e cescribed in subdivision
(a)(ii) of paragraph 3.

(¢) The afore:entioned special lxona account, the
‘ronur cradited thereto (includinz interest), and all transactions
rosmectinz such account, aid the obher oblizations of the Dank and
Teeland under this A-recuent shall, in so far as the rijhis, powers
end wrivilszes of the uecrctary or the ederal nay thereby be
affected, be sxemt end irmune from any taxes, fees, charges,
restrictions, and controls of any nature under the laws of Iceland
or any noliticel subdivision or taxinz authority thereof,

L. The ank 1ay zlso at any time by maliing payments at
the Tsderal seserve Janl: of i'ew Yorl: in United States dollars at the
rate of sxchanze wrovided in paragraph 3, repurchase the lronur
Jescrived in perasraph 3, with available funds from any sources

3, Tn the event of any failure to repurchase (or, in
the case of interest, vurchase) the lronur as proviced in naracraph 3

or of any other act, done or omitted, not in accordance with the
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nrovisions of this Agrecuent, the lan: shall, if and when the
“scrotary, scting directly or tiwourh the “eleral, so elects by
civing notice to the Danlk: and/or Iceland to such effect, Lecone
fortinrith obliszated to re urcliase or caus2 to be revurchased, or
in the case of interest, surchase or cause to be -urchased, all
ol the laonur at 2 total purchase .rice in United States dollars
detersined as wrovided in marasrash 3 Ly pajuzent at the ederal
Leserve Tanl of lew work and the Jollers remaining in the ".ational
manl: of Iceland, Swecial Account" shall Le retained by the Tederal
a.d apoliad Uy the Jeerstary or tie Jederal as a payment on account
of such ~urchase price. Lo failures or delay on the part of the
Seeretary in exercising any of his ri:hts, powers, or rrivileges
in whole or in part, under tlis A rceuent slall constitute a
waiver tioreof, or of any otlher ri hts, powers or irivileges
~pented to the Scerebory wnder this fLyreeuent. It is understood
that the Tederal leserve -anl: of .ew York will act only as {iscal
acent ol the Uniteld 3totes in carrying out this Aorecnent and in
doinz and werforming any acts or transactions in connection vith
this Arreement, zal thet it will not incur any liability for any
acts ione or omitted yursuant to instructions of the Secretarye
e _'ederal is suthorized to accent and act upon any vriting
relatin: to the ~wrchase of lronur under this Agrezment or to the
" ational “ank of Iceland, 3necial .ccount" which is received by
the _ederal in the neme of the lanlk and which is believed by the
Cederal to be _enuine, and uron any cableiram, radioiram or telegram
relatin to tiec forezoing which is rcceived by the Jederal in the
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name oi the Zanl: and which coiforus to existing or future arrance-

-ients arried unon between the lenl and the lederal lleserve Zaak of

Tev Jorl:y, or to arranzeients liereafter agreed upon between the
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Dank and the Jedsral with rezard to the authentication of cablegrams,
radio;rams or teleyraus by the use of test numbers, and all such
writings, cablegraus, radiozrans and telegrams shall be binding upon
tas Pank and Iceland.

e TIceland herebr unconditionally guarantees the full
-erformance My the Sank of all the oblizations, duties and liabilities
of the Dani: under this Asresment and eny arrangenents made pursuant
thereto,.

7. 4ny notice jiven Ly the Secretary or the ederal
either to tie ani: or to Iceland shall be deemed and talen as Ifull
notice to both of them, znd such notice may be 7iven by the Secretary
or the 'ederal to the anl: at its head office in Reyljavil:, Iceland,

or to Iceland

]

t the office of the .inister ol [inance of Iceland
at _evljavil, Iceland, or to the Icelandic :inister at ..ashington,
De J« The lani: and Iceland hereby ireive dilizence, protest, notice

Iy

and Jeuand of every kind, excent as exgressly nrovided for in this

Aazreanent.

) -

3¢ It is azreesl that the United Statcs dollar-Icelandic
Irona rate of exchanie and 21l other lionetary, financial and
geonowic nrobleus of imutual intersst shall be discussed between

the varties at  ashin_ton, D. C., from time to tine as circumstances

4

vay render anproriate at the request of either the lecretary,

Iceland or the .anl sad that in eny case such :liscussions chall take

place at intervals of epproxiiiately six nonths froum and after the

v

date of tlds A reenent. The Jani: ond Iceland Dfurther azree that

the Jollars nade available under tiils Azreement will Le used as a

*

revolvinz fund for the sta

i

ilization of the e:xchange value of the
Icelandic lrona with resnect to the United States dollar, and that

3 ]

due Cili:ence will be exercised to nrevent the nermanent exhaustion
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of such fund. In particular, the Jani: and Iceland azree to tale
all reasonable nieasures to prevent internal currency and credit
exnansion such as would cause an undue drain on the dollars made
available hereunder.

9. Dach of the parties to this Azreerent shall take
and cause to be talen 2ll the necessary neasures to effectuate
the prurnoses and intent of this Agreement and to provide each
otiier with such information in their possession reletive to foreign
exchanze transactions, stabilization operations and other natters
of mutual interest as is relevant to the proper functioning of

his Agreement.

10. Any obligation of the Secretary pursvant to this
Agrecizent shall be conditioned ani denendent upon the prior per-
formance by the Tanl: and/or Iceland of any obli_.ations to be
rerformed or liabilities to be dischargzed by them, or either of
them, under this Agreserment and any arranzements :iade pursuant
thereto.

1l. Any obligation of the Secrstary to purchase lxronur
under this Agresuent sliall terninate on June 30, 1943, subject to
earlier ternination at any time thirty dzys after receipt by the
cani: of & written communication or cablegram, radiozram, or telegram
frou the Secretary or the I'ederal to that effect. The termination
of any such obli_etion ol the Jecrztary shall not affect any ol the
rizhts, powers or nrivileces of the Secretary or of the Federal,
or any of the duties, lishilities or obLligctions of the TLank or of
Iceland hereunder, all of which shall continue in effect until the
Dank: and Iceland shall have fully performed their said duties and
obli ations and discharged said liabilities. If any extension of

the Azreenent is agreed upon, the Agreement shall continue in full
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force and eifect during the reriod thus agreed upon. In the event
that the “ank and Iceland wish an extension of tiiis Agreement, they
will give the Secretary notice to that effect in vriting or by
cablegram, radiozram, or telesram at least thirty ldays nrior to
the termination of the /reemnent.

12. This Agreenent shall cone into oneration and effect
as between the parties hereto vhen Iceland shall file with the
State Departient of the United itates appropriate documents satisfac-
torily evidencing the authority of the Lanl: and Iceland under the
constitution, laws, stetutes, decrees and regulations of Iceland,
and under the statutes, by-laws, rezulations, resolutions and rules
oi the Lank, to enter into this Ayrecuent, or satisfactorily evidencing

ratification ol the action of the Dznl: and Iceland in entering into

tais lfyreement. The Danl: and Iceland each for itself revnresents and
agrees that uvon the delivery of the aforementioned documents, the
execution and delivery of tlids fzre-ment shall have in all respects
been culy authorized or ratifiac, and that all acts, conditions and
legal formalities which shiould have been completzd »rior to this Agree-
nent Lecomwing eifective shall have been completed as required by the
constitution, laws, statutes, decrszes and rezulations of Iceland, and
under the statutes, by-laws, regulations, resolutions znd rules of
the Zank, and in conformity therewith.

IIT "TITLLSS VIZLEQF, the parties hereto have executed this

A-reenent in Jduplicate.

T

oG lOTARY OF THE TIsASURY G 1R

JATICUAL DAY OF ICELAID

oy  /[s/ Thor Thors

GOVERIZ LT OF ICCLAID

3y /s/ Thor Thors




