AGREENMENT dated as of the lst day of April, 1941, at the
City of Washington, Tistrict of Columbia, between the National
Government of the Republic of China (hereinafter called China),
the Central Rank of China (hereinafter called the Bank), and
the Secretary of the Treasurv of the "nited States (hereinafter
called the Secretary).

WHEREAS, the monetary and financial cnoperation of the United
States of America and the Republic of China, and the stabilization
of the United States dollar - Chinese yuan rate of exchange are
important factors in promoting trade and in fstering the welfare
and friendly relationships of the two countries,

NOW, THEREFORE, in order to further such objectives and in
consideration of the premises and of the mitual covenants herein
contained, it is agreed as follows:

1. (a) China shall establish a fund to be known as the
United States Dollar-Chinese Yuan Stabilization Fund of China (here-
inafter called the "Fund") for the purpose of stabilizing the exchange
value of the Chinese yuan with respect to the United States dollar.
China shall cause to be transferred to the Fund bv Chinese govern-
mental banks an amount of at least United States $30,000,000, and
such other assets as may be acquired by China and/or the Bank from
the Secretary pursuant ;o this Agrerment, China and/or the Bank may
from time to time transfer other assets to the Fund., All of the
assets transferred to the Fund shall be used exclusively for the
purpose of stabilizing the exchange value of the Chinese yuan with
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respect to the United States dollar, As used in this Agreement the

terms "Chinese yuan" and "wyuan" shall be construed to mean the
standard unit of currency of the National Government of the Republie

of China.




(b) OChina shall esteblish and manintain a Stabilization
Board of China (hereinafter called the Foard), and shall vest in
such Roard full and complete power to manege and control the Fund
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for the purpose of stabilizing the exchange value of the Chinese

ynan”ﬁitﬁ t??????_tﬁ the UﬁItﬁﬁ“EfEf%énaoliﬁr; Such Board may also
be authorized by Chinalto manage and énntrol anv other stabilization
funds in which China or the Bank has an interest. The Board shall
consist of five members, nll of whom shall be appointed by China and
at least three of whom shall be nationnls of China., China shall
designate one of such nationals of China as Chairman of the Board.

At the reyuest and upon the recommeéndation of the Secretary, China
shall appoint nt least one mermber of the Foard who shall be a citizen
of the United States; shall be permitted to serve so long as desired
by the Secretary; shall be removed from office by China upon the re-
quest of the Secretary; and shall be permitted to keep the Secretary
fully and currently informed of all activities of the Board effected
or contemplated, If a member so apvointed uvon the recommendation of
the Secretary dies, resigns, is removed or otherwise vacates his of-
fice his successor shall be appointed by China at the request and
upon the recommendation of the Secretary on the same terms and condi-
tions as were applicable to such mevber. Each member of the Board
shall be aunthorized to appoint any person of his own nationality to
be an alternate member of the Board in his absence, and the person so
anpointed, while he holds office as an alternate member, sh2ll be
entitled, in the absence of the member appointing him, to attend

and vote at meetings of the Board and to exercise the powers of that
member. An alternate member shall cease to hold office if the

member apvointing him removes him from office of if the member
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appointing him, himself ceases to be a member of the Board. The
Board sholl have authority to determine its own procedure and its
place or places of operation including, without limitation of the
foregoing, nuthority to determine what constitutes 2 quorum for a
mecting, provided that at least four members of the Board shall be
ﬁecessary to constitute a guorum, and to take action by a poll of
the members of the Poard, without 2 meeting, on questions submitted
to them by, or at the regquest of, the Chairman, provided that such
action shall have been 2pproved by such number of members as are
necessarv to constitute a guorum. Upon anv vacancy ariging on the
Board, China shall forthwith f£ill the vacancr but the Board may act
notwithstanding sucn vacancy., China and the Benk shall cause the
Board and the Fund to perform all obligations and discharge all
linbilities, and otherwise act in all respects in accordance with
the terms and conditions of this Agreement.

(e) Tp_ﬁqablﬁ the Board to carrv out the purpose of the
Fund, China shall vest in the Board power and sauthoritr to dcal fer
the account »f the Fund in gold and foreign exchange ard.suen-other
instruments of credit and securities as the Board may deem necessary;
and the Board shall be authorized and empowered by Chinz to take such
act ion directlv or through such persons or ageéncies ns may be desig-
nated by tac Board. The Board shiall also be authorized and empowered
by China to invest and reinvest from time to time in direct obliga-
tions of tne Government of the United States ary United States dollars
in the Fund which, in the opinion of the Board, are not currently
required for stabilization purposes, and all such securities shall bde
held by the Federal Reserve Bank of New York as fiscal agent of the

United States (hereinafter in its capecitv as fiscal agent of the
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United States called the Federsl) in an account in the name of
"United States Dollar -~ Chinese Yuan Stabilization Fund ofChina,
Special Securities Account", All such investments and reinvest-

~

ments in obligations of the Government of the United States, in-
cluding sales of any such securities, shall only be made through
and with the approval of the Secretary or the Federal and the
proceeds of all sales and investments and all earnings and interest
accruing thereon or as a result of the operations of the Fund shall
be paid int»s the fund and be available for the purpnses of the Fund,
Unless otherwise approved by a Gunrum of the members of the Board,
all Chinese yuan acyuired by the Fund shall be held in Chinese legal
tender money and in no other form; shall be depasited in such place
or places as the Roard mav direct in & separate acconnt or accounts;
and shall be available far satisfaction of sales of Chinese yuan
made nn behalf »f the Fund and for expenses incurred in operating
the Fund and for no other purposes,

(d) At the end of each monti the Board shall prepare a
statement of the operations of the Fund during that month, and a
statement of the positinn »f the Pund, and everv three months shall
prepare a balance sheet and a report showing the policv of the Board
and the operatinns of the Fund. Copiles of such statements, reports
and balance sheets as well as any statements, repsrts and balance
sheets of any nther funds managed or operated by the Board shall be
furnished to China and the Secretary. China, the Bank, and the Board
will in every wayr assist anv American member of the Board in obtaining
and furnishing to the Secretary complete informetion with respect to
the Fund and its assets, any other funds managed »nr operated by the

Bnard and their assets, and a2ll activities of the Board, effected or
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tontemplated., In this connection, Ciuina, the Bank, and the Board
will give or cause to be given to such member all necessary facil-
ities and information.

(e) The Board may pay, out of the assets of the Fund,
salaries, bank commissions, brokerage charges, cable charges, and
other expenses incurred by the Board in operating the Fund,

(f) Except as specifically provided in this Agreement,
none of the assets of the Fund shall be withdrawn from the Fund
unless and until China and the Bank or either of them shall have
purchased or repurchased or caused to be vurchased or repurchased
by the Fund as provided in paragraph 5 hereof all of the yuan (in-
cluding interest) purchased or acquired bv the Sccretary pursuant to
the terms of this Agreement.

2. Upon any termination or liguidation of the Fund, all of the
assets thereof shall be used for, and apnlied to, the following pur-
poses in the following order of priority (selling assets for United

,
States dollars to the extent that mav be necessary for the purposes
of subdivision (a) of this paragraph 2):

(a) The repurchase of yuan purchased bv the Secretary

pursuant to the terms of this Agreement at the same rate

or rates of exchange at which such yuan were purchased and

the purchase at the rate of exchange provided in paragraph

5(a)(ii) hereof, of yuan credited or accrued as interest

to the special yuan acconnt as provided in paragraph u

hereof. Such purchases and repurchases shall be in United

States dollars and pavment shall be made at the Federal

Reserve Bank of New York.

(b) To be divided among China, the Bank and other
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parties contributing or subscribing to the Fund in

such proportion as mav be agreed upon by them,

3. (a) The Secretary, through the Federal, shall, as herein-
after provided, purchase Chinese yuan from China and/or the Bank
from time to time as requested by the Bank, the United States
dollars paid therefor to be used exclusively as provided in this
Agreement by the Fund for the purpose of stabilizing the exchange
value of the Chinese yuan with respect to the United States dollar,
The total amount of yusn thus purchased by the Secretary, exclusive
of accrued interest thereon and of any yuan repurchased, shall not
at any time exceed in the aggregate the eynivalent of United States
$50,000,000 computed at the rate at which suvch yusn are purchased
as hereinafter provided. The yuan so purchnsed shall be credited to
the Federal on the books of the Bank in a special account to be
opered in the name of "Federal Reserve Bank of New York as Fiscal
Agent of the United States Account No, 2", Upon receipt by the
Federal of advice from the Bank by tested cable that this account
has been credited with a stated amount of Chinese yuan, the Federal
will in turn, in pavment therefor, credit the Fund in a special ac-~
count to be opened by the Federal in the name of "United States
Dollar-Chinese Yuan Stabilization Fund of China, Special Account"
in an amount in United States dollars eynivalent, at the Board's
buying rate for United States dollars which it shall have determined
by virtue of its actwal current market operations, to the amount in
yuan so credited to the account in the name of the Federal on the
books of the Bankk., At the time that the Bank reguests the purchase
of the Chinese yuan, it shall advise the Federal of the Board's

buying rate for dollars,
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(b) All United States dollars held by the Fund shall be
deprosited in the "United States Dollar-Chinese Yuan Stabilization
Fund of China, Special Account", at the Federal,

(¢) 1In the event that the Secretary or the Federal shall
zive the notice provided in paragraph 5(a) or paragravh 9 hereof,
no payments, transfers, or withdrawals shall be made, except with
the consent of the Secretaryv, from the "United States Dollar-
Chinese Yuan Stabilization Fund of China, Special Account" or the
"United States Dollar - Chinese Yvan Statilization Fund of China,
Special Securities Account",

4, The Bank shall credit interest to the special yuan account
in the name of the Federal on the last day of each successive month
from and after the date hereof. Such interest shall be computed at
the rate of 13% (one and one-half percent) per annum on the daily
balance of such yuan in such special account as were purchased by
the Secretary under this Agreenent,

5 (a) Within thirty davs after the receipt of notice from
the Secretary or the Federal containing such reguest, China and the
Bank, or either of them, shall repurchase, or cause to be repurchased
by the Fund (and in the case of accrued interest, purchase, or cause
to be purchased by the Fund) in Tnited States dollars by payment
therefor at the Federal Reserve Bank of New York:

(i) Any or all of the yuan purchased by the Secretary

through the Federal at the same rate or rates of exchange

at whieh such yuan were purchased; and

(ii) Any or all of the yuan representing interest

accrued on, and whether or not credited to, the special

yuan account on the books of the Rank in the name of the
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Federal at the average rate of exchange at which the yuan,
upon which sveh interest has accrued, were purchased by
the Secretary through the Federal.

(b) VNotwithstanding the foregoing, in the absence of a
request b¥ the Secretary or the Federal, yuan in the amount of such
accrued interest shall be purchased or caused to be purchased by
China and the Bank, or either of them, by pavment in "Tnited States
dollars at the Federal Reserve Bank of New York on the last day of
eacn successive three-months' period from and after the date hereof
and upon the termination of this Agreement, at the rate of exchange
described in subdivision (a) (ii) of paragravh 5.

(e) All of the yuan credited to the aforementioned svecial
account (including interest), and all the assets held in the Fund and
the other obligations of China, the Bank, the Board and the Fund under
this Agreement ,shall, in so far as the rights, powers, and privileges
of the Secretary or the Federal may thereby be affected, be exempt
and immine from any taxes, charges, restrictions, remlations, and
controls of any nature under the laws of China or anv political sub-
division thereof,

(d) Any notice given bv the Secretary or the Federal either
to China, the Bank or the Board shall be deemed and taken as full
notice to all of them, China, the Bank and the Board, under this
Agreement, and such notice may be given by the Secretary or the Fed-
eral to the Bank at its head office in China or any other place indi-
cated by the Bank, to China at the office of the Minister of Finance
of China at the seat of the National Government of China or to the
Chinese Embassy at Washington, I, C.,, or to the Board at such address

as may be indicated by China or the RBoard., Chipga, the Bank, and the

- 8 =




Board waive diligence, protest, notice and demand of every kind,
except as expressly provided for in this Agreement.

6. In the event of any failure to revurchase (or, in the
case of interest, purchase) the yuan as provided in paragraph 5 or
of any other act, done or omitted, not in accordance with the pro-
visions of this Agreement, China, the Bank, and the Fund shall, if
and when the Secretary, acting directly or through the Federal, so
elects by giving notice to China and/or the Bank to such effect,
become forthwith obligated to repurchase or cause to be repurchased,
or in the case of interest, purchase or cause to be purchased, all
of the ynan at a total purchase price in TUnited States cdollars de-
termined as provided in paragraph 5 by pavment at the Federal Reserve
Bank of New York, and the Fund shall be lignidated, and the securi-
ties remaining in the "United States Dollar - Chinese Yuan Stabilization
Fund of China, Special Securities Account", shall be sold by the
Secretary or the Federal and the proceeds of sale credited to the
"United States Dollar - Chinese Yuan Stabilization Fund of China,
Special Account", and all dollars in such account shall be retained
by the Federal and apvnlied by the Secretary or the Federal on account
of the repurchase or purchase of yuan as provided in paragraph 2(2)
hereof, No failure or delav on the part of the Secretary in exercis-
ing anv of his rights, powers or privileges in whole or in part,
under this Agreement shall constitute a waiver thereof, or of any
other rights, powers or privileges granted to the Secretary under
this Agreement. It is understood that the Federal Reserve Bank of
New York will act only as fiscal agent of the United States in carry-
ing out this Azsreement and in doing and performing any acts or trans-

actions in conneéction with this Agreement, aand that it will not incur
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any liability for any acts done or omitted pursuant to instructions
of the Secretary. The Federal is authorizsd to accept and act upon
any writing relating to the purchase of yuan under this Agreement

or to the "United States Dollar - Chinese Yuan Stabilization Fund

of China, Special Account" or to the "United States Dollar - Chinese
Yuen Stabilization Fund of China, Special Securities Account" which
is received by the Federal in the name of the Bank or in the name

of the Board and which is belinved by the Federal to be gemuine, and
upon any cablegram, radiogram or telegram relating to the foregoing
which is received bv the Federal in the neme of the Bank or the
Board and which conforms to existing arrangements agreed upon be-
tween the Bank ond the Federal Reserve Bank of MNew York, or to ar-
rangements hereafter agreed upon between the Bonk and the Federal,
or between the Board and the Federal, with regard to the authenti-
cation of cablegrams, radiogroms or telegrams by the use of test
numbers, and all such writings, cablegrams, radiograms and telegrams
shall be binding upon China, the Bank, the Board and the Fund,

7. Each of the parties to this Agreement shall take and cause
to be teken all of the measures necessarv to effectuate the purposes
and intent of fthis Agreement.

8. Any obligation of the Secretary pursuant to this Agreement
shall be conditional and deprndent upon the prior performance by
China, the Bank, the Board and the Fund of any obligations to be
performed or liabilities to be discharged by them or any of them

under this Agreement, and any arrangements made pursuant thereto,
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9, Any obligation of the Secretary to purchase yuan under
this Agreement snall terminate on June 30, 1241 (in the United
States), subject to earlier termination at any timethrity days
after receipt by China or the Bank of notice from the Secretary
or the rederal to that effect. The termination of any such ebli-
gation of the Secretary shall not affect any of the rights, powers
or privileges of the Secretarv or of the Federal, or any of the
duties, liabilities, or obligations of China, the Bank, the Board
or the Fund hereunder, all of which shall continue in effect until
China, the Bank, the Board and the Fund shall have fully performed
their spid duties and obligations and discharged said liabilities,
If an extension of the Agreement is agreed upon, the Agreement shall
contime in full force =znd effect during the period thus agreed upon.
Ir the event that China and the Bank wish 2an extension of this Agree-
ment, they will give the Secretary notice to that effect in writing
or by cable at least thrity days prior to the termination of the
Agreement,

10. China and the Bank, and the officers signing this Agree-
ment on behalf of China and the Bank, each for itself or themselves,
represent and agree that the execution and delivery of this Agreement
by such officers on tehalf of China and the Bank have in all respects
been duly suthorized, snd that all acts, conditions, and legal formal-
ities which shonld have been performed and completed prior to the

making of this Agreement, or in order to make this Agreement binding
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and effective upon China and the Bank, have been performed and
completed as required by, and in conformity with, the laws, decrees,
statutes, and regulations affecting China and the Pank,

This Agreement shall be governed by the laws of the District of
Columbia, United States.

IN WITNESS WHEREOF, the parties hereto have executed this

Agreement in triplicate,

(Signed) Henry Morgenthau, Jr.

Secretary of the Treasury of the United States

National Government of the Republic of China
By

(Signed) Tse Vung Soong

Central Bank of China

By

(Sirmed) Kan Lee

I =




