SYENING SUN ( BALTIMORE, M.D.) = MARCH 26, 1945

W hat Bretton Woods Means e w s s s

By NEWT

ST HY Aretton Woods pragram
now before Congress for ap

re out in the

proval was worked

nope of preveniing aiter this war
the gmonetary  disturbances that
occurred i the twenlies and Lhyr

tiea It s agresd OB EVEry hand
inat i foreign enchange values
Auctuate again as they did in the
twenties snd (hirties. 1t will be
bad for trade bul some suthari
ties have guesiioned the plans
laid st Bretion Woods for pre
veniing such fAuctuations

There are two parts to the Bret
ton Woods program One agres
maeni provides for am Internation:
al Monaetary Fund for stabilizing
currencies. Ansther calls for the

AIKEN
sultation with other najions and,
it the ‘wd-agreruent sa)s. wilh
regard to the ability of Lthe mem
ers to malntain the rates that are
fined That is Lo say. gov
will work together 1o establish a
system of relationships belwesn
the warious currencies that will
have some proapect of enduring

For the United States, however
this peecedure involves no foreign
control of our currency The Bret-
lon Woods agreement provides
that the value of all currencies
shall be expressad in gold or "in
terms of the United States dollar
of the weight and Anensss in ef
fect on July 1, 1044 ° Whatever

surked debe——

Theorrtically nations can ablain
eredits from the reservoir only for
siabilination purposes. ihey can
not use them as ordinary comme?

ernments | eia) eredits would be used A num

ber of gualifications and sale
Luards are sel up to preient a
member from sceomplishing in
{sct what is prohibited in \heory
snd among Lbess safcguards i &
proviston for servies charges for
interest | whigh Increass &
nalion's borrowings from the fund
grow i volume or 88 they may be

York Bankers Assosiation Lo Lhe

values may be sssigned to other | fund are founded on the fear Lhat
monays, this provision permits the | the theory will not be adhered o

United States to retain the kind They think

Uootter—it now has, and indeed,

makes that dollar the measuring fund's

rod for all other currencies

Bbe hard o
keep members from wusing the
resources to everextend
iheir foreign buying: they say

The seeond provision represents that the stabifisstion loans ought

Under the bank plan loans
would be made to governmen's of an equally important step sway 10 be made through ihe Interna
corporstions that appear to be trom the old practice of unilateral 1)pnal Bankt. where the loan will
good risks; each loan weuld be action on currency values. If they he subjoct to discretion
o g amagoots o S P b bt Ao v e e whaere there e some
usually are. The schual eredits bers will be allowed to devalue contrel over borrewers. They also
would be sdvanced in Wowt cases their curreneies up 1o 10 per cent. .mphasise the fact that in the bank
by private lenders, with the bank but no further devalustion will be e United States will have & veto
guarantecing them in much the permilled without the fund s ap oyer doller Josns and say that this
s T G FiiA 0% | B ot et I g ho| WIS g S SSERE
guaraniees mortgages. In case 2 lrl:lu Ssenisind !,h' pound by that Is met od in
N i v | Moau B DA St B LESIL MG ) e T e
logn guarantesd by were  depreciated the dollar by more|

than 40 per cent in 1934, and that!
the French franc was devalued by
29 per cenl in 1938 it will be seen
that while the 10 per cent limils

| tion allows the nations & certain
amount of reom for change. It does
provide a bulwark sgainst the ex

trems fSuftustions = hich marked
earliar pariods of instability

b

The third provision deals with
the highly technical processes by 3
which the fund may be used to
countersct exchange fAuctuations

This argument bolls det® e
iwo questicne. One ls = thit
eountry ht ta seek the same
velo over 1 short-term credity
for eurrency stabilization oul of
an internstional fund as it will
have over long-lerm loans flosted
in its own markets. The second

ovpr any and all
B might be made

Thers s no objection In this
country ‘o the bank Everyone
regards |t as 8 promising eoter-
prise. It s around the fund that
controversy rages Commitises of
the American Bankers Association
and the New York Bankers Asso-
cistion have said that the objec
tives of the fund are sdmirable,

ArTangements

but they do not like some of the | It sets up an inlarnational reser l.:.m- m': m
methods. To understand the | veir of curremey to which every Y Im Amociation do
criticisma. il ia necessary, Airsi of | member must e N"Im-:\ all banking opimon.
all. to see just what the fund | American quota le $3.780.000.000 :"‘mm of the Pennayl
does It undertakes to effect ita | and the total amount of the fund Tl U o yory Associstion bas

ends by (thres different
aiques. as follows:
First, by arranging for the e

is §8.800.000,000.) Any member
may borrow annually from the
fund up 'o 25 per eeat of ilx

. Lech-

tablishment of foreign exchange
rates at the end of the war by
ronsultation And agreement among
the participsting nations

™ 4. by binding B
natiens not Yo change the values
thus sstablished by more than 10
| per L#nt witheut the funds con
senl, and nol lo devalue even 10
Ipcr wnl withou! comsulling the
fund

Third. by providing s reserveir
of currency upon which
nations can draw for prolection
when thelr own currencies are
subjected Lo strain

MR

Most of ihe eriticism of the
fund relates to the third under
taking, and much of the emphasis
In eurrent discussions relates o
the managemen! of Lbe Currency
reservoir and the terms on which
members may have scoess to It
The other matters, however, are
of the ulmost importance, for they
constitute the initial bulwark
against the sort of eurrency ma
nipulstion from which the world
suffered between the war

The provision for fixing the
value of currencies by agresment
¥ in itself & grest step forward in
..mm;mwm.
A nation has usually set Lhe value
ol s currency by unilatersl se
tim, It was » “"-HHL.EE“
Uader the fund such values Wil
be set st the end of the war in con

quela ' the amount it eontributed |
until 1t queis s exhausted or
ustll the fund ealls & halt That
s to say | France should Aind N

had bought more goods from The

United Stales than it could imme

diately pas for 1! could get dollars

it over, the use of the funds re

from the fund s resr

ment has done (he same through
s commitlies oN which a num
ber of hghly placed bankes
perved The CED.» approval was,
to be sure voted on co dition that
the bank be specifical ly empow
ered to make long terid joans for
slabilization purposes The point
lo be stressed, howse 'er in that
with this change Lhe E D, group
believes that the management o
the fund will be able to mainiain
in practice the theory that iis
joans ought to be used only for
current stabilization operations

A further considersiion to be re-
membered In weighing the Lwo

of
could easlly polson all our inter-
national relations

Finally thers is the possibility
that if, on the very threshold of
| the postwar era,

hire st home, we may
|.-ttl:'llolh|

i ernational

| eloding  the
lphlht 0

. ntain the . The Un
| should b very earetul’’
\fore \aking wsuch risk




