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December 2.3, 19S8 

Dear Mr. lerpteins 

I wish to aolalowled&9 Noaipt of 7~ letter ot Decuber 91 

IB/DIVDI/Cta. 219/$8, with nmnary tables of t.he data received 

Intemat.ional lloDltar)" Fund and tha Braailian Ckmtnllent. 

81ncerely' :,wrs, 

Mr'. 1emando Berptein 

,~ J>al canto 
D1rMtar 

Western Hemiapbffe Department 

Cbt.fe do De])81"taMnt,o loenaid.oo 
Divialo de .unntoe Int..macionab . 
Super:lntendboia da Jloeda. do Cncllto 
Rio de Janeiro, B:ruil 
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Rio de Janeiro, 9 de dezembro de 1958 

DE/DIVm/cta. 219/58 

Ilmo. Sr. 
Jorge Del Canto 
DD. Di~etor do Departamento do 
Hemisferio 9cidental 
Fundo Monetario Internacional 
Washington 25, D.c. , 
Estados Unidos da America 

Prezado Senhor, 

r 

Tendo em vista as remessas de informa9oes, feitas de 
A A acordo com os entendimentos mantidos entre o Governo Brasile! 

, -• roe o Fundo Monetario Internacional, e em aten9ao ao solici-
tado em sua carta de 10 de setembro pp., temos o prazer de en 
viar, anexos, quadros contendo dados mensais retrospectivo~ 

_§as informa9oes semanais, ate novembro de 1~58, sobre a evo !! - ·-.·-------- , 9ao da situa9ao cambial, monetaria e fiscal do Brasil. 

Atenciosas sauda9oes, 

DEPARTAMENTO EOON0MICO 
Divisio de Assuntos Internacionais 

-C" ,-),. ~ tr}( / 
\ ~ndo Bergstein ~ istiano N. Sampaio V~anna 

pelo Ch~nto pelo Chafe da D1v1sao 

~ uos. 

/RM 

Mod. S. M. C. 7 
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Dear Herculano:-· 
.. ·.r.·: 

~ . \. 

',.: 

:"':. ·i ·w1;~h:.·io.·aclm~J.~~ .·:re·c~_ipt: ·_o;·:ibui·i~t~-J::~- ~c~~er'.\10 ,'._ 
·DE/D1VIN/c~·.i2$/$8 ~\ ~ tij '-dat~ ·c~h~~ng .. the fi~~~-,)cr~dit. ~d . 

. ex~h. ~~sitipn .,oi:B;azil; --~: :~~~d~~e·.~th -~: a~em~t '.b~.~ 
·tlffl~n the·. 

0fut~~Uon~ '~on~~ary -~~ -~ ... the .. Br~~~~ianr'.Oove~~iit. 
: . '. . ~ ', ' '.· ' :, ' . . : 

,,,."":: :,, 

_, :.Jorge 'i:)E,l·/;aµio ·. , .. : 
· · Director .. . 

';: · · Westem Hemisphere De~ent· 
• } • .,_ ' - • ,.,,, • ! ' • • : .~ • • - : • '. • • .~ 
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·,.-14x'~ Uerculario 'Borges da0·Fonse·ca.·' .. 
:Chef'e do Departam~ntc>'--: '." : : : .·· · . · 
.,Divisao .de Asswitos Internacionais.·, . . ·. - . . ' \.' ' '. ' . , . 
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Rio de Janeiro,10 de dezembro de 1958. 
DE/DIVIN/Cta. 225/58 

Mr. 
Jorge Del Canto 
Director of Western Hemisphere Department 
International Monetary Fund 
W@shington D.C. 
U. S. A. 

Prezado Senhor, 
r 

" De acordo com os entendimentos mantidos entre o Go-
" , verno brasileiro e o Fundo Monetario Internacional, e em aten-

9io ao sol1citado em sua carta de 10 de set embro pp., temos o 
pr azer de confi rmar o telegr ama desta data contendo as inforJD!. 
- ' -9oes constantes do quadro anexo~referentes a evolu9ao do movi-, 

mento cambial, fiscal e de credito do Brasil, ver1f1cada na 
semana terminada em 6 de dezembro. 

Atenciosas sauda9oes, 

DEPARTAMENTO ECON6MICO 
Internacionais 

Anexo. 

~ AR/RM 

Mod. S. M, C. 7 



INTERNATIONAL MONETARY FUND 
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6. A. Cost:anzo 
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Rio de Janeiro, 3 de dezembro de 1958. 

DE/DIVIN/Cta.218/58 

Mr. 
Jorge Del Canto . . 
Director of Western Hemisphere Department 
International Mon~tary Fund 
Washington D.C. 
U.S.A • 

Prezado Senhor, 

?£', 
i:'? -CT; 

De aoerdo com os entendimentos mantidos entre o G~ 
v~rno brasileiro e o Fundo Monetirio Internacional, e em 
aten9ao ao aolicitado em sua carta de 10 de setembro PP• , 
temos o prazer de confirmar o telegrama desta data conten­
do as informa9oes constantes do quadro anexo referentes A 
evolu9ao do movimento cambial, fiscal e de crldito do Bra­
sil, verificada na semana terminada em 29 de novembro. 

Atencioaas sauda9oea, 

DEPART.AMENTO ECONOMICO 
) Divisil.o d: Aasuntos Interna 

~~.-r~ ~ r~ -..c;..,,"'"""'"'----
Herculano Borges da Fonseca 

Chefe do Departamento 

/1,~Anexo. 
Pelo Chefe da Divisao 
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Off ice Mem ora,;,du m 

TO Mr. c. David Finch ~ DATE, December 12, 1958 

FROM G. Escobar ~-

SUBJECT , Brazil--Report for the Week Ended December 6, 1958 

After falling to the lowest level in three months at the end of November, 
the aver age agio for U.S. dollars rose again to Cr$1B5.9 per dollar in the 
week ended December 6 . According to press reports the free rate remained unchanged 
at Cr$135.1 per dollar. The finnness of the free rate appears to reflect the 
transfer of some exports to the free market. The saJ.e of foreign exchange at 
auct ion was the same as in preceding weeks. 

The issue of currency rose slightly by Cr$0.6 billion, to Cl.'$116. 2 billion 
in the week ended December 6. This level was Cr$14. 2 billion above the stand­
by ceiling of Cr$102 billion proposed for December 1958 (see EBS/56/25, Sup. 3). 
Seasonal factors can be expected to place heavy pressure for expansion during 
the rest of December. 

The Government I s cash deficit, as measured by the Treasury' s net position 
at the Bank of Brazil and the issue of Treasury bills, rose to Cr$28.4 billion 
in the week ended December 6 . The present level of borrowing exceeds by Cr$8.4 
billion the Government ' s target to limit borrowing fran aJ.l sources to Cr$20 
billion in 1958. 



,,. 

Brazil- Exchange Market 

(In cruzeiros per u.s. dollar) 

Agio per ustY 
Free 

Market Rate 
(Monthly aver~e) (end of ;eeriod) 

19.57: December 66.8 90 • .5 

19.58: January 96.1 97 • .5 
February u3.o 99.5 
March 121.6 106.8 
April 142.2 120.8 
May 1.34. 4 122.0 
Jurie 134.3 1.32.8 
J~ 140.8 134. 0 
August 1.54.8 1.59.5 
September 193.1 1.56. 3 
October 189. 3 140.8 

Week ended: 
1.38. 92/ November 8 192.6 

29 171.9 1.3.5.1~/ 

December 6 18.5. 9 1.35. ]t/ 

1/ For Rio de Janeiro and S!o Paulo. 
"'!/ New York banks • selling prices !or cable transfers on 

Friday of each week • 

• 
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Brazil--Currency Issue and Government Borrowing 

(In billions of cruzeiros) 

Government/ Currency 
End of Eeriod Issue BoITowin~ 

1957: December 96.6 36. 0 

1958s January 94. 0 6.1 
February 94.6 10.9 
March 96.6 13.8 
April 99.1 .16.9 
May 101.6 19.6 
June 103.4 22.6 
J~ 103.4 23. 9 
August 104.3~ 23.2 
September 1oa. 9.2 22. 7 . 
October lll.6 25.6 

Week ended: 
November 8 115.4 25.1 

29 115.6 ·27.6 

December 6 116.2 28.4 

'}/ Treasury net position with the Bank of Brazil 
plus issue o:t Treasury bills. 

3/ Data for September 27. 



• , 

FROM 

Office MemoranJ .. ~ 

Mr. c. D. Finch 

B. Broveda~yt' 

DATE, December 9, 1958 

SUBJECT : Brazil--Stat~i~ica on Suppliers' Credits 

In the letter attached to the stand-by agreement, the Brazilian authori­
ties stated that: 

11with regard to registration with SUMOC or suppliers' credits in 
convertible and ACL currencies, the Brazilian Government will 
not exceed the total amount as or December 31, 1957. New au­
thorizations will be limited to the amount of repayments and 
cancellations of the principal of suppliers' credits, and will, 
moreover, be restricted to highly essential projects, and will 
be granted only in cases where repayment schedules allow for a 
three year period of grace". 

Table 1 was prepared on the basis of the information recently remitted 
by SU.r«:lC covering the first half of 1958, and showing the new authorizations 
of suppliers' credits and the repayments effected. In effect the statistical 
tables received from SUM)C include authorizations for loans which are not 
included in the definition of suppliers' credit; for this reason all IBRD 
loans were excluded from Table 1 attached, as well as loans by the Exim Bank 
granted for the purpose of financing a payments disequilibrium. The 
International Bank suggests the following definition of suppliers' credits: 

11Suppliers' credit is credit involving the fixed contractual repayment 
obligations in foreign currency of medium term (1 to 7 years in­
clusive) used for the direct .financing of exports to Brazil. Creditor 
is frequently supplier of goods, but may be commercial bank or Govern­
ment institution. Credit may or may not be guaranteed by the 
Brazilian Government or agency thereof". 

Although most of the loans extended by the Exim Bank tall within the 
definition of suppliers• credit, the loan of $104 million of August 1958 
was definitely tor other pirposes. Table 1 shows all new authorizations 
and repayments of principal during the first half of 1958 of suppliers' 
credit, excluding the Exim Bank, but including credits in inconvertible 
currencies. 

A aursory examination of the table indicates that during the first half 
of the year authorizations tor new credits exceeded repayments ot principal 
by a considerable amount. About $31 million were added by United States 
creditors (including Exim Bank), DM 37 million by German creditors, and 
$36 million by Japanese creditors, to mention only the most i mportant. 
Reduction occurred only with respect to three countries (Switzerland, Canada 
and the United Kingdom), and by relatively small amounts. These credits 
vary in maturity from 3 to 7 years, and bear interest at rates of 5 to 8 
per cent. 
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Table 1. 
Brazi1--8uppliers' Credits 

Changes during the first half or 1958 

(figures in thousands) 

Country Currency Outstanding Repayments New Net Change 
31/12/52 

United States l/ • 121,942 -10,112 .30, 556 .;.20,444 

Switzerland Sw F .30,4.34 -.3 ,.34.3 984 -2,459 

Switzerland US$ 75 -5 -5 

Canada Can$ 4,42.3 -707 - -707 

.United Kingdom t 5,827 -1,115 .372 -74.3 

Germany DM 1.36,447 -1.3, 549 50,582 ,/,.37, 0.3 .3 

Germany US$ 55 -11 - -11 

Italy Lit 899,.368 -ll6,05.3 5,354,920 ./-5 ,2.38, 867 

Italy TE$ 5,540 -498 6,156 ,/,5,658 

Italy US$ 122 -25 -25 

Belgium BF 4,525 -574 2,QQO .;.1,4').f, 

Belgium US$ 280 - -
Netherlands f. .306 -100 25,695 ./-25, 595 

France F 12.3,199 -35,710 5.3,150 ,/,17 ,440 

France US$ 73,335 -7,161 8,671 .;.1, 510 

Denmark DKr 18,531 -1,384 2,5.38 .;.1,154 

Sweden SKr 27,707 -3,969 22,714 ,'18,745 

Finland Fmk 3,7.37 -188 - -188 

Japsn I 7,653 ·-561 36,7<:x:, ,'.36,145 

Poland Zl 7,934 -4,0'+2 1.3,612 ,'9,630 

C zechoslovalda Kee - - 4,173 ,/,4,173 

l/ IBRD and Exim Bank excluded; excluding the balance or payments loan of August 
1958 of $104,000, there was a net increase of $11 million in Exim Bank loans 
during the first halt ot 1958. 



INTERNATIONAL MONETARY FUND 

~Del Canto 
Mr. Gold 
Mr. Kroc 
Mr. Finch 

Re: 

December 8, 1958 

}lerewith is the proposed staff 
paper on Postponement of Consultations 
Under stand-by Arrangement and Repur­
,hase Commitment; also herewith is 
draft letter from Minister of Fina.nee 
to Mr. Jacobsson. 

6. A. Costanzo 



l'r<ai .. lluaae1»a DI.Net.or 

Jeni ltuU- ot Oau11l:tatiol:II UQdu ....__. ...._. 
• 

!he ln&ilian GcmtnlDm.t 1n. letter daacl l)ecembff __, 1958, .... 

q,aena tbat couulu:Ucu "11:'1 tba l'tm4 \IJldar pe:rasra,b It ot tu nea4-b7 

~ <•l'J8Ja,, 8'1p.. 3) be ponpone4 until jpril ,>, 1958. t11mr 

tbll eicutSDc etenl-by ~ vtt.ll tlla ~ lruil .. tu ~ 

INbJec~ to tlle teJ.111111 ot tlla naa&-by ~'b, to purcl:lue cummaiea ~ 

1Dftber c~ \1P t.o t.bl 1ff.i at vbich the Pur.14'• 1anl41np ot c.,,,...izo. 

. we equivalent to 150 pea- cen at ,p,ta. lb1el' :paz,tpapb It ot tm ....,._"7 

&rJ.lllll1111rat, 11aw,er, vhm1 groaa ~ '1 ln&il t.ot.l. t!le -.m'Rll.eat 
ot ..,....75 •Sllloa, JINall .. lllllat t'urtbe:r ~ at.1¥ after ccmult• 

further 
111a t.lae Plm4 ml epeeiD& With it on t.be taw tar auoll,I~. O;rQta 

~ bJ Brasil un4el' the "81111•'117 ~ DOV total UltJ4. 75 

ldll.1on. 

!be J\m4.' • bol41np ot o,ueiroa ue at a lffel of 150 :,v cat 

ot waota, vllic.b u the mxma pend:ttad lDSer tbl naA-by ~nt. A 

repurcbue comlt.-at ot ustao.25 anl1oa, 1towe••1. is~ Dat late 

tbmi Daced,er Jl, 1958.. !l1Ua 1a tba lut 1netallment at tbe ecbe<bll• 

a4opte4 'b7 tbe lacA.tcut1:ve brd. 111 poat;,pco1ng t. a:11eurae ot repvobale 

oblipt:!tma u of lpil J), 1953 end "'1PnJ. JO, ~ ~ Article Y, Section 

T(lt) (1111 s,/11). Dia ca'lTJ'UII GIit at W.a repl1l'CMM old.1gaion wul.4 

lower tM F-4'• l\ol41np of CNAil'oa to 13'. 5 '1)er cent. of ._uota end JIIRD 

po•1ble furtber ~ ot \114120.25 milUon under the na4-by ~ 

.. 



prov14ecl, as inticated -11ove, tbat aareement is reached on tbe terms tor 

fA1C4 :f'u.rtber 4ravi.:Dge. It was one,lnall}' cOllte:nl)lated by Brasil t.b.at 1t 

vou14 aeree OD 8\ICh 'terms &t tbia time because or the ;re~ 1utall­

~ felU:ng 4'ae. 

ID 41scuas1ou with tbe lfanegj ng Director ot tlle Fund on 

Decemiber 5 u4 8, the BrazUia.n Minister of Finuce save tbe tollowUlg 

intonation. lte 1n41cawd that since be baa been 1n office only t1ve 

amtba, he baa not 19t bad time to put h1a program ~ into eftec-t.. Be 

stated t.bat altbougb. sane aepecta ot the program submitted to the J'\m4 aave 

been carried ~ mp1Am8ntat1on ot tb.e program as a whole baa lagged. 

1hus, curreacy issue vbich was not to exceed Cr$102 billiozl 1)y the end 

ot 1958 stood at Cr$U6 b11l1on aa ot lovember 29, 1958. 1\le Miniater of 

P'in,mce 1n41ca~d, llowever, tbat p1"0Pff8 baa been made With reapect to 

t.be b.:adgeta;ry targets. Under tbe proara,n, the ~tary cull &tfic1t vu 

to be kept to tr*2(> billion 1n 1958 as o0Jlll)&Z'e4 with er•36 b1ll1on in 1957. 

lllen tlle rsev M.1niat1.t.r ot Jillmlce took offlr:e in eaq:aly Jul¥, tbe bu4aet&r'7 

cuh deficit vu al.re~ about Cr$:!O b:111:ten. 1'Jse Oove111111N1t baa tueceede4 

121 keeping tbia figure from g1'0Y.lDg substantially. b Minister of Finance 

indicated that tu ov..,._all govermaen'\ ~ c:aab deficit u of 

lovember 21, 1958 amounted to about er$21 b1lllcm. Bormal beaV7 en4-o~ .. 

)'ear p~ta, bovever, 1119" reew.t in a total c:aah deficit tor t.be year ot 

about Cl>$25 billion. !be dUticultiea 1n stcu:nadng the rate of ametal'y ia­

f'latian nu been due pnmariq to tbe apansion 1n Bank ot Brazil credit 'to 

tJle private aeator. !be Gove:n:mmt 1e JaOV working out tecbniq,uea to bring 

tb1a factor under coatrol. 



- 3. 

With rnpect to the ~ ~ tbt Brazilian GoverDinent 

~ ori,;t:eelly 1D cOIIDlii<rti1on Yit.ll the 1'taa4,-'b7 arranpment to :Sn­

oreaae tbe pntenattal rate o, art,8.82 per v.a. cto11u tor certain 

illp)rta u4 t1mmcial. ~ 1:,J 10 pe cent eeob semeater until a rate 

at er~ waa reached. 'Bli• rat. vu 1Dcreue4 w ~*3<> per v. s. 4.ollar 

on October ~ 1958 (aa,/58/79). Ill aocordJmce with the M:la1ater'a letter 

ot Jul¥ a,, 1958 ( :/'8/,;3), t'he weekly ottu ot v.a. ee4 ACL c1Dllars tn 

t'be auction ma:rJtet ~or •paera.1 • oateaor., 111port• was rea:uc-,, '111.Y 20 ;per 

cant., 'beaindna Bllpt_.,.r 1- 1958. 

Die Government baa DOV eAogted & f'Ullmcial. program for 1959, 

vh1ch 1a '1Nqae4 to limit tba _,..s.c. 1n. J110U7 ~ ill 1959 w 10 par 

c~ above the utimated level u ~ the end ot 1958. The program 1Jl'volwe 

a red\lctiOD 111 t.be o,w-.:U cub 4etic1t of tbe Govenmmrt to Cr$lO ld.l.• 

lic:a in 1959. CeUtnp haft alao beea eatabliahe4 on the total. credit ot 

the Recliacount ~ at tile lank or BraaU to tu Jank ot lra&:ll and 

the COIIINl"Oial \>eklag e1'f'l;a. 

The lruilimL Mbdater ot J'maDce 11141cate4 Ida bope tb&t in 

tour 01" fiw more moatha more ccmcrete progreae w1ll 'be 111&9 towarcl t1MI 

goal ot 1AWnl8l nal>Ui,7. Acoord1ng}7, • ~- that tb:e CQll81'1.ta­

tioDa under~• ot the llta'D4-bJ' ari•nernent be pori.p1De4i, but. can­

el\ldeo. be.tore .tpril 30, 1959. 

• letter fftlla tbe Min1aWr ~ FiDemoe of Bn&il .:tao includea 

a nqw,n tor a tta.Porat7 ~t.poa r1 111; to tbe IIDd. ot tbl atml4•1Jy U'l"IIDP­

Dmlt pm.oa_ 1 ••• , June~ JSS~ ot tbe ~ imst&l.lmlmt ot ustao.25 
11Ul1on maturil::lg on Decemhr 31, 1958. Since tb11 ~ coad.t.ment 

relatee to purcbajea *4e 1D 1953, tbe p,opoH4 »oAP:Mlllllt V0\114 exteD4 

tbe npurcbaae beJan4 the five ye&r ,enoA. 



.. ,.. -
b atatt believ'ea that 11; 1IOlll4 'be adwntageowa 1lo poet:poDI coa­

sult&Uou aa NqUUte41'J B1"u11. :r. vtn ot ti. i,os'1,CN ,n, ot thue 

couul:tatioU aat UM caatinae4 41tticult P8i)'llllllta pon.t.oa. ot lnaU, the 

naff would alao NCClll-4 -,proftl Of t,be ~ ~ poefJJ,ol.wi­

maat al the re.pu:roba8e 1nata.Unmt payable not later thtm Dec_,.r 31, 19'8. 

~, the :ro.llovbg decision le sulaitted. for the cou14er&Uon ot 

ttMt Eitecut1ve Board: 

Brull bu 1"eqlaNte4 the P\m4 to .... that t1le l.ut 

1natallmmt in tbe NpQ1'0}aaae acbechtle adopted at .IBM ,,/TS 
amt 55/17 be poatPJMC! eo tJlst 1-t ta disohuge4 not later 

than .J\me 2.t 1959. !he PuDd. agreea to t1le reca.ueart made b7 

Bralil. 

It 1a not inteDAed to place tb:la matter on t.be epia4a ~ tbe llte­

cut1ve Board unl•s an l:ncuti'Ylt Dlrector ao ~. In the a'bM12Ce ot 

8UDh recp.aeat • tM oloae ot 'buaineaa on llecember 
1 

, 

1958, the above c!ecieioa vUl 'be 4ee.a4 uopt;e4 ad ao l'eCOrded 1n tbe 

mi.Jlutee at tbl firn DNt1ng at tbe Blecut1ve Bou4. ~. 



IN.r Nr. JaooNaoa: 

1ru11 .. aa4e aro•• ptrchl.aff ~ ustsa..-,, a1llioa \ID4er tta 

•WDl•'D7 .,......_.t With tbe fWl,l. '!bentoft, UDtler J)U'IICl'&ph ~ ot 

tbe •11AD4-'b7 ~' 1t say llllke tvtb8J' purola- oa)¥ aftU' 

OOJUllil.UIIC tba Pun4 ml4 aaneills with tt on tbe tel'U tor IIIIOb turtur . . 
parobl_, pmT14ect alwp tllat tb9 JuDl 1 • bol41Dp of Cl'\lNftOa &re 

v1tll1D 1'0 per cent o~ cp,ta. '1!le _... fiDUICial a4td.D18Vat10D which 

tool: office early la hJ.7 19'8, bu not 1" 1la4 lllffteimrt t:tae to 

illlPl ... t fll1l1' lta on propaa for intffalll. •ta'bU1t.atto.b. '1'lle aw 

timnetal afmSatavattoa JloJe• to be 1a a ,oatt1oa to ll1aov concrete 

Pl'OIN•• tcnr4 1Atel'nlll atabtlit7 111 tau or ts.w IIODtba ua, aoeol'dfns>7, 

lt ia ......-a, a bebalt ot tbe BNaUtul Ocmlnamt ,tbllt couu.lta• 

tiau uD4w pena:raph ~ ot the lltaDtl•bJ' anup!IIIIDt INt aoDClwle4 before 

tbe eD4 ot April 19'9· 

lnsU al.ao n91 .. t1 tbe tAIQorarJ ,oatpo ... nt of • ,-parobue 

o liptloa of uatao.a, ldllioa PQll"1e mt later taa Dacea'ber ,i,1951. 

A• Jail are anN, tu to recent 4"e.loplmta, iAOlMdtnc • bop ot 20 

per oe't 1A tbe ,nee ot cottee clvtaa 19'8, Bnail •, ~ pq­

MDta ,uttton contllll•• 41ffl<Nlt. luMIIP relfffta an CUNlltl7 

•" • low leftl.1 l.llu1na ODly • 11111111 lllll'SiA be,-4 ldniwm wo~ 

balueea. 



December 11, 1958 

Dear Herculanos 

I wish to acknowledge receipt ot your latter ot 
December 1, DE/DlVIN/Cta/215/58 with data concerning 
the tiacal, credit and ex.bhange position ot Brazil, 
in accordance with the agreement between the Inter­
national Monetary Fund and the Brazilian Government. 

Sincere]1' yours, 

Jorge Del Canto 
Director 

Weetern Hemisphere Department 

Mr. Herculano Borges da FOD8eca 
Chafe do Departamento 
Superintendencia da Moeda e do Credito 
Rio de Janeiro, Brasil 

pms 
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~fau~nt4n«a d'a. ~rHJda- e ~ ¥f~~\ 
Rio de Janeiro, 1'2 de dez1~~bro de 1958. 

DE/DIVIN/Cta.21~/58 

Mr. Jorge Del Canto 
Director of Western Hemisphere Department 
International Monetary Fund 
Washington D. c. 
U.S.A. 

Prezado Senhor, 

De acerdo com os en~endi~ntos mantidos ea 
tre o Gov~rno brasileiro e o Fundo Monetario Internacio -
nal, e em atengao ao solicitado em sua carta de 10 de se­
tembro pp., temos o prazer de enviar, complementando as 
informa9oes remetidas anexas h nossa carta n2 209/58, de 
18 de novembro PP•, quadros contendodados 
_evolugao da situagao cambial, monet~ria e 
sil, at, outubro ~ltimo. 

mensais aebre a 
fiscal do Bra 

rro 
No que se refere ao quadro n2 7 (saldos d.!-_ 

vedores do principal aebre cr&ditos concedidos para proj~ 
tos espec!ficos registrados na SUMOC), cabe-nos infonnar 
que serao remetidas informa9oes a respeito tao logo sejam 
dispon:!v.eis. 

Atenciosas saudagoes, 

DEPARTAMENTO ECONOMICO 
. Divisao de Assuntos Internaci..Qnais 

zu,-4-,.d-,./4 ~ ,..~ 
Herculano Bdrges da Fonseca Cristiano N.S 

Chefe do Departamento Pelo Chefe 

Anexo. 

paio Vianna 
a Divisao 
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December 3. 19.58 

Dear Herculanos 

I wish to acknCJ1rledge receipt of your letters of 
November 13 and l8, DE/D!VIN/Cta. 206/58 and DE/DIVIN/ 
Cta.209/58 rl th data concerning the fiscal, credit 
and exchange position ot Brazil, in accordance with 
the agreement between the International Monetary Fund 
and the Brazilian Govermnent. 

Sincere]¥ yours, 

Jorge Del Canto 
Director 

Western Hemisphere Department 

11r. Herculano Borges da Fonseca 
Chefe do Departamento 
Superintendencia da Moeda e do Credito 
Rio de Janeiro, Brasil 



CO'?. 

~/U~~n~n«:a d'a. ~N!,d'o e rh ~JP)~ G 4 #jffn I~ 

Rio de Janeiro, 18 de no~ijm ff-~~e 1958. 

DE/DIVIN/Cta.209/58 

Mr. 
Jorge Del Canto 
Director of Western Hemisphere Department 
International Monetary Fund 
Washington D. C. 
U.S.A. 

Prezado Senhor, 

De ac~rdo com os entendimentos mantidos ea 
tre o Gov~rno braaileiro e o Fundo Monetario Internacional, 
e em aten9ao ao solicitado em sua carta de 10 de setembro 
pp2., temos o prazer de enviar, complementando as informa -
9oes remetidas anexas a nossa carta n2 188/58, de 21 de ou­
tubro pp2., quadros contendo dados mensais s~bre a evolu9ao 
da situa9ao cambial, monetaria e fiscal do Brasil, at~ se -
tembro ultimo. 

No que se refere ao quadro n2 7 (saldos d~ 
vedorea do principal s~bre cr~ditoe concedidos para proje - ) 
toe espec:!f icoa regis trados na SUMOC), ca be-nos informar 
que serao remetidas infor~a~oes a respeito tao logo sejam 
dispon:!veis. 

Atenciosas sauda9oes. 

DEPARTAMENTO ECONOMICO 
Divisao de Assuntos Internacionais 

~ --S. A,,....e.. '. v .. · 
Herculano Borges da ?onseca Fernan~d:o::.,..:B~e~r:;..g:~-,,--: ~ 

Chefe do Departamento e da Divisao 

~~ Anexos, 
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Office Memorandum 

TO Mr. C. D. Finch DATE, December 4., 1958 

FROM G. Escobar 'J<"l, · 

SUBJECT : Brazil--Report for the Week Ended November 28, 1958 

The average ~ for U.S. dollars fell to Cr$171.9 per U.S. dollar in the 
week ended November28, 6.1 per cent below the average of the preceding month, 
and the lowest level since the beginning of September. According to press 
reports the free rate appreciated slightly to Cr$135.1 per U.S. dollar, com­
pared to Cr$137.0 per dollar in the preceding week. 

The sale of foreign exchange at auction was the same as in preceding 
weeks. 

The issue of currency was unchanged at Cr$115.6 billion, Cr$13.6 billion 
above the ceiling of Cr$102 billion proposed for December 1958 (see EBS/58/25, 
Supp. 3). 

The Government's cash deficit, as measured by the Treasury's net position 
at the Bank of Brazil and the issue of Treas:I bills, declined sligh~ to 
Cr$27 .6 billion in the week ended November 2& • .J Because of large seasonal 
budgetary expenditures at the end of the year, Treasury borrowing at the Bank 
of Brazil can be expected to increase further during December. The present 
level of borrowing exceeds by Cr$,. ~ billion, the Govermnent• s target to 
limit borrowing fran all sources to Cr$20 billion in 1958. 

In 1957 Government borrowing understated the cash deficit by about Cr$5 
billion, but during January-September 1958 it has overstated the deficit 
by about Cr$4. l billion on the average . The excess of Government borrowing 
aver the cash deficit is composed of Treasury cash, deposits in the 
regional branches of the Bank of Brazil, and checks in transit. 
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Brazil-- Currency Issue and Government Borrowing 

(!.n billions of cruzeiros) 

CUrreney- Government 
Issm Borrow:tn&!/ 

1957: December 96.6 36.0 

1958: January 94.0 6.1 
February 94.6 10.9 
March 96.6 13.8 
April 99.1 16.9 
May 101.6 19.6 
June 103.4 22.6 
J~ 103.4 23.9 
August 104.3 / 23.2 
September 108.9! 22.7 

Week endeda 
October 4 no.1 25.4 

25 no.4 26.6 

November 1 lll.6 25.6 
8 ll5.4 25.1 

14 ll5.6 27.4 
22 ll5.6 28.3 
29 n,.6 27.6 

!/ Treasury position with the Bank of Brazil 
plus issue of Treasury bills . 

'j/ Data for September 27. 
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Brazil-Exchange Market 

(In cruzeiros Eer u.s. dollar) 

Agio pe; ustY Free 
Market Rate 

{:Monthly average) ( end of period) 

1957: December 66.8 90.5 

1958: January 96.1 · 97.5 
February n3.o 99.5 
March 121.6 106.8 
April 142.2 120.8 
:Mq 134.4 122.0 
June 134.3 132.a 
July 140.8 134.0 
August 154.8 159.5 
September 193.JY 156.3 

Week ended: 
153.e¥ October 4 178.8 

25 187.6 JJ.i4. 9. ' 

November 1 183.3 137.03/ 
8 192.6 138. 93~ 

14 182.9 137.03 
22 183.0 131.01/ 
29 171.9 135. :Q/ 

¥/ For Rio de Janeiro and S~o Paulo. 
e. Revised. 
~ New York banks' selling prices £or cable transfers on 

Friday of each week. 
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We ai,ecrt to gin JIN a brieftDg ftlil' BruU 
not later than tamorrov mrDilla• A fU1l. ad 1~ 
nm.ev 1a aw.11.able, but I rather not burden JOU 
vith 1 

I mu!eratand. Mr. ~ aecm:'84 tw 
.1: tor the JUniater, ozie at It, PN J'ridq 

December 5 ud another at 4 PK • .. December a. 
~ courae, it v11l be ui, to Mr. JacobllSOD aDd 
,ouraelt as vhether the atatt 8bould »a,rticip&te 
:la 1.heN ll!INtillp. Ia uq cue, ve mipt v1all to 
haw tecdmical cliSCW1•1ons v.t.th Roberto eup,,. 

You ld&bt v18h to couidar ..,..ti»c to 
Mr. Jaoobuola a luraobeca tor tile M1ld.ner e111b.er 
:rridaQ" or JlttD.c1a;f I eiDce be 1a wk1:nc i.ba effort 
to came to see u, u ~ 

JDelCanto:arb 



INTERNATIONAL MONETARY FUND 

TO 

FROM : 

Mr. Jorge Del Canto 

B. Brovedani t 
December 1, 1958 

This is a preliminary draft of a paper on the 
'B!:!Zi Ji BQ stabilization plan which was requested 
prior to the discussions. 

cc: Mr. Costanzo 
Mr. Finch 



Brazil: Recant Economic Developments and 
the Stabilization Plan 

Introduction 

This paper reviews ec anomic trends in the Brazilian econom;y in the 

recent period and highlights the program of eoamomic stabilization elabo­

rated by the Brazilian Government in October 1958 and recently sent to 

Congress for approval, as a basis for the planned discussions with the 

Brazilian authorities. The economic review of this paper is intended 

to permit a better understanding of the general aims of the plan, and 

of the method of implementation. 

The stabilization program places certain limits on the monetary and 

credit expansion for 1958 and 1959 and recommends the adoption of certain 

policies in the fiscal sector and in the establishment of minimum wages 

which are deemed consistent with the general target of the plan, which 

is to achieve a gradual slowing down of the rate of inflation in 1959 

and full stability in 1960. Although the 1958 limits allow for a greater 

monetary expansion than a~ed with the Fund at the time of the stand-by 

arrangement, the plan implies the acceptance by the Brazilian Government 

of the same strategy in the fight against inflation, based on the 

establishment of ceilings on monetary expansion and m\ the ~doption of 

policies consistent with these ceilings. 

1. Economic growth, inflation and exchange disequilibrium 

The Brazilian economy expanded at a sustained rate in the postwar 

period, with a growth of real income per head of about 3.5 per cent per 
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year on the average. The high level of imports required by this sustained 

rate of growth, could be met through a pronounced improvement in export 

prices, the utilization of foreign exchange balances, accumulation of 

arrears and resort to foreign loans and investments. The sharp decline 

in export receipts during 1957/58, resulting from difficulties relating 

to coffee exports, is now causing serious strain. It occurs when ex­

change balances are depleted, and the load of servicing the short-tenn 

foreign debt is acquiring large proportions. Furthermore, the reliance 

of Brazil on imports of fuel and razr materials has added to the rigidity 

of its external payments position. 

T'ne economic growth of recent years took place in a climate of in­

flation and of credit expansion, with a rate of price rise averaging 

about 10 per cent per year during 1946-52, and 20 per cent since then. 

Credit and money supply rose at an even higher rate. The free exchange 

rate for the dollar, however, fell by only 6 per cent per yea:r during 

1953-56. In 1957 and during the current year, the degree of rate 

depreciation became extremely sharp, as a result of the di.fficul t 

external payments position. In fact, the free exchange rate, expressed 

in cruzeiros per dollar, rose by 38 per cent in 1957, and by a further 

76 per cent from December 1957 through August 1958. This compares with 

a rise in prices in Brazil of 20 and 9 per cent respectively. 

The rate of growth and the level of investments tended to be higher 

during 1950-52, when imports were expanding, prices for major exports 

stable and the rate of inflation less acute. The deficit of the balance 
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of payments gave rise in that period to the problem of accumulation of 

arrears with imports mai ntained at a level about 13 per cent higher than 

the 1950-57 average. 

The period 1953-56 was characterized by the ample fluctuations in the 

prices of major exports, by lower imports in view of the need to repay 

the arrears, and by more pronounced rate of inflation. Imports were 9 

per cent below the 1950-57 average, and there was a diminution of the 

rate of growth of real income per capita from 5.7 during 1950-52 to 1.9 

per cent. During 1953-56 Brazil made progress in the amortization and 

refinancing of its foreign debt, and in the reconstitution of its foreign 

exchange reserves. However, inflationary pressures were more pronounced 

as indicated by the rate of credit expansion which amounted to about 25 

per cent per year. The improvement in the external payments position 

explains the comparative stability of the exchange rate in the free 

market. The favorable balances on current transactions in 1955 and 

1956 were applied to the repayments of foreign debts arising from the 

external disequilibrium during 1950-54, and to the reconstitution of 

foreign exchange balances of the monetary authorities, which rose by 

$200 million. 

During 1957,aid to an even greater extent in the current year, 

Brazil is being faced with a major payments crisis, owing to the 

deterioration of the position of its main exports in the world market. 

Annual receipts from exports of coffee, cocoa and cotton declined from 

about $1,200 million, on an average, during 1953-56 to $960 million in 

1957; during the first half of 1958 these exports were moving out at 

an annual rate of only $758 million. 
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This drop in receipts from major exports was in part offset by a 

rise of minor exports, primarily of lumber, minerals and sugar, esti­

mated at about $132 million for 1957. Other favorable factors in 1957 

and 1958 were the expansion in foreign investments, resulting from the 

measures taken by the Brazilian Goverrunent in 1955, and the increase in 

foreign lending, chiefly in the form of suppliers credits. However, 

the payments difficulties appear particularly serious considering the 

increasing burden of the foreign debt, the practical exhaustion of 

foreign exchange balances, and the rigidity of certain payments of 

basic imports of fuel and of food. 

At present Brazil is faced with a major exchange crisis, v;ith 

internal inflation and a sharp depreciation of the exchange rate. In­

flationary pressures have continued at approximately the same rate as 

in the recent past. The rise in real per capita income also continued, and 

for 1957 is estimated at about 5.5 per cent ccmpared with 4.3 per cent 

per year on the average during 1953-56. 

The 1957 exchange deficit is estimated at $183 million. Foreign 

exchange balances were drawn down and short-term loans obtained to 

finance the payments gap which rose to an estimated $170 million in the 

first half of 1958. During the second half of 1958, the current payments 

position has been improving, but some short-term balance of payments loans 

are falling due. The expected 1958 payments gap was recently estimated 

at about $370 million. 

'Ihe chief elements in the Brazilian inflationary situation result 

from the need of financing the excess coffee production, the ambitious 

plan of basic investment target for economic development, the expected 

pressure for a substantial increase of the minimum wage level and from 

the multiple exchange rate structure. 
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There was a large increase in coffee production in Brazil in the 

1957-58 and 1958-59 agricultural years. Exportable production a.mounted 

to an estimated 20 . 5 and 27 . 2 million bags respectively. Exports a.mounted 

to only 13.6 million bags during the 1957-58 agricultural year. They 

are expected to be at about the same level in the current fiscal year. 

The cost of tbe coffee program for July 1958 to June 1959 is estimated 

at Cr$9.2 billion compared with Cr$21.4 billion in 1957-58. The Govern­

ment has also pledged to buy in July 1959 any shortfall of coffee ex­

ports below the 16 million bags target. The international coffee market 

is characterized by conditions of oversupply, and the major producing 

countries are engaged in an attempt at price defense. 

Furthermore, the Brazilian Government is pursuing certain targets 

of economic development, with a schedule of annual investments of about 

5 per cent of gross national product. Investments are particularly 

heavy in 1958 and 1959 at 7. 6 and 6.6 per cent of gross national product 

respectively, in the basic sectors of energy, transportation and heavy 

industry. The Federal Government is to finance only about 40 per cent 

of the total investments required by the plan and only one half of this 

is entered in the central budget. The other half is financed by earmarked 

truces. Although the amount of investment required by the plan is well 

within the country's abi l ity to save, the program has stimulated invest­

ments in related sectors , and was responsible for the recent acceleration 

of inflation. 

The price level rose 12. 5 per cent in 1957 and continued to increase 

sharply during 1958 . In September the cost of living in the Federal 

District was 422 (1948 s 100), 11.6 per cent higher than at the end of 

last year, compared with a rise of 9.8 per cent cru.ring the first nine 

months of 1958. 
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The last adjustment of minimum wages was effected in 1956 when they 

were, in real terms, 57 per cent above the 1950 level. As a result of 

price rises, real minimum wages fell to a level 10 per cent higher than 

in 1950. An adjustment of minimum wages seems nOlf unavoidable. On the 

assumption that this adjustment restores the 1956 position in real terms 

it should amount to about 37 per cent. This adjustment of minimum wages 

is expected in the light of previous experience, to be diffused through­

out the wage and price systems. 

2. The stabilization program,¥ 

A program of monetary stabilization was recently prepared by the 

Brazilian Government and sent to Congress for approval. It proposes the 

adoption of limits and targets in credit and budgetary policies, and the 

adherence to certain principles in related economic policies. During 

the initial period ending in 1959, inflation is to be slowed down to a 

maximum rate of about 10 per cent; later there will be full stability 

of prices., wages and money supply. 

This stabilization effort stems frcm the conviction of the Brazilian 

authorities that monetary stability is essential for an orderly process 

of gravrth and from the admission that the Brazilian plan for developmental 

investment target was in the past associated with monetary expansion and 

inflation. 

It is observed that monetary expansion should not exceed the rate 

of real growth. The Government ' s consumption expenditures should be 

reduced to increase resources for a well- conceived program of public 

investment; profits from the exchange system should be exclusively 

devoted to the financing of the coffee program. Wages should be 

y A Sl;l!IDJlSl'Y' of the stabilization plan i s attached as an appendix 
to the present paper. 
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initially adjusted in order to restore their purchasing power or 1956, 

. but, later, adjustments should be granted o~ when productivity rises. 

Exports and the inflow of foreign capita1 should be stimulated to achieve 

equilibrium in the balance of payments. 

The :adoption of this program is not inconsistent with the achieve­

{L, (ment of the basic investment targets of the Government. On the contrary, 

it is believed that this investment program is more likely to succeed 

in a climate of monetary stability. 

Multiple targets and limits in the basic sectors of credit, public 

finance and wages are the essential features of the plan. The expansion 

of currency issue and of money supply is limited to certain maxima in 

1958 and to 10 per cent in 19.59. This expansion is oonsidered necessary 

if wages are to be adjusted without generating unemployment. Limits on 

rediscounts and loans of the Bank of Brazil are established at levels supposedly 

consistent with the above-mentioned targets; and the same is done for 

the credit expansion of canmercial banks . The program pu~ strict limits 

on budgetary expenditures for 1959 and provides for an increase in tax-

ation. 

The 1959 adjustment of minimum. wages should not exceed what is 

necessary to restore the purchasing power of minimum wages to the 

level ot 1956, when the last adjustment was granted. After this initial 

adjustment, wages will be increased oncy to reflect an increase in pro­

ducti vi ty. 

To restore equilibrium in the balance of payments, the plan relies 

pr:illlarily on the stimulation of exports and of foreign capita1 inflow, 
by 

ma.in:cy/tbe gradual elimination of the multiple exchange rate policies of 

Brazil. 
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3. Major trends and the plan's targets 

a. The external payments gap in 1958. The Brazilian authorities 

expected an over-all payments gap in dollar and ACL currencies for 1958 

of $330 million, and a "deficit" in a less inclusive definition of $220 

million, res12lting from e stirnated export receipts of $988 million, and 

from payments for imports services and for the amortization of the 

foreign debt of $1,208 million; repayments of balance of payments 

loans of s hart maturity of $110 million should be added to obtain the 

over-all payments gap of $330 million. 

In Table 1 below the estimate of the "deficit'', as defined above, 

for the first half of 1958 are compared with the actual data for the 

same period, for convertible and ACL currencies. 

Table 1. Exchange Transactions in Brazil's Official 
Market for the First Half of 1958.!/. 

(convertible and AGL dollars) 

(In millions of u.s. dollars) 

Convertible 
Totals Currencies AGL Currencies 

Estimated Actual Estimated Actual Estimated Actua! 

Export receipts 460 424 307 279 153 145 

Import and service 
payments -479 -472 -327 -329 -152 -143 

Capital repayments -106 -112 -70 -72 -36 -40 

Totals, net -125 -160 -90 -122 -35 -38 

Source: Data supplied by SUMOC. 

~/ Balance of payments loans and repayments are not included. 
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The payments "deficit" was larger during the first half of 1958 

than the Brazilian authorities had estimated last July, by $32 mill.ion. 

The deficit in convertible currencies was $122 million compared with an 

estimated $90 million. 

Table 2 below shows the comparable data on all exchange trans­

actions for recent years, transactions with the bilateral account area 

are also included, and the totals for the first half of 1958 are higher 

than the amounts shown in Table 1. Since, however, transactions with 

the bilateral account areas are roughly balanced, 1he deficit for the 

first half of 1958 is only $10 million higher than in Table 1. (Actual 

results.) 

Table 2. Actual Receipts and Payments(-) in 
Brazil's Official Market 

(All currencies) 

(In millions of u.s. dollar~) 

1958g Hrst half 
1956 1957 (Estimated) 

A. Export receipts 1,452 1,366 1,209 
B. Import payments -1,124 -1,214 -1,2:Ll.+ 
c. Services, net -118 -140 -140 
D. Capital repayment~/ -142 -195 -195 

Totals, net --/-68 -183 -222 

Source: Data supplied by SUNOC. 
1/ IV quarter estimated equal to III quarter. 
~/ Balance of payments loans are excluded. 

1957 19$8" 

614 565 
-621 -558 
-76 -45 
-86 -132 

-169 -170 

The 11deficit" amounted to $183 million in 1957, with the bulk oc­

curring in the first half ($169 million), and to $170 million during 

the first half of 1958. During the second half of 1957 the payments 

position improved, thanks to an increase in exports and a reduction in 

payments. 
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The deterioration in 1958 compared with 1957 resulted from a decline 

in coffee export receipts of $66 million, largely offset by an increase 

in receipts from minor exports, and by a reduction of $63 million in 

imports payments through the auction market ($20 million) and through 

the preferential market. Payments for services declined from $76 

million in 1957 to $45 million in 1958, but the disequilibrium mostly 

resulted from the large capital repayments effected in the first hal.f 

of 1958 for $132 million, compared with $86 million during the first 

half of 1957. The burden of the repayments of the short-tenn debt, and 

of suppliers' credits is increasingly felt, even disregarding the shorter 

maturities classified as balance of payments loans (IMF, Eximbank, SllfAP, 

etc.). 

For the second half of 1958 the Brazilian authorities estimated a 

"deficit" of $94 million, of which $71 million is in convertible 

currencies and $23 million in ACL currencies (see Table 3 below). If 

the actual deficit for the first half is added to the estimated "deficit" 

of the second half, the over-all deficit for 1958 can now be placed at 

$264 million compared with an original estimate of $220 million. 

It is doubtful whether the export target of $528 million for the 

second half of 1958, in convertible and ACL currencies, can be attained 

in the light of recent trends. Assuming exports to the bilateral 

currency area at the same level as in the first half of 1958, this is 

equivalent to a total value of exports of $670 million in the second 

half of 1958, compared with $565 million during the first half of the 

year. 
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Table 3. Estimate of Brazil's Exchange/Transactions 
for the Second Half of 1958.! 

(In millions of U.S. dollars) 

Totals 
Actual/ Convertible Actu~l?/ 
Trends.5 Currency Tren~ 

ACL 
Currency 

Actual 
Trends2/ 

Exports 528 449 360 280 168 169 
Imports and services -426 -413 -366 -305 -160 108 
Capital, net -96 -115 -65 -73 -31 --- -42 

Total -94 -79 -71 -98 -23 tl9 

Source: Data supplied by SUMOC. 

1/ Only convertible and AOL cUITencies. 
Y On the basis of data for June-September. 

During July-September 1958 coffee exports amounted to about 2. 7 

million bags. They were flowing out at the same rate as in the first 

half' of the year, when about 5.3 million bags were e:xp orted. However, 

the volume of coffee exports tended to increase in September, and the 

conc}usion of the coffee agreement of Latin .i\merican producers may 

warrant the expectati on that an export quantum of perhaps more than 1 

million bags per month may be maintained throughout the end of the 

year. Thus, the quantum 0£ co££ee exports should, in the second half 

of 1958, be somewhat higher than during the first half, an improvement 

which is in large part offset by the decline in average prices from 

about $62 per bag during the first half' of the year, to about $53 per 

bag in July and more recent months. Most other exports should increase 

seasonally during the second half of the year, thus pointing to a moder­

ate rise in export receipts during the second half of 1958, although 

i t vrill still be difficult for the export target of about $670 million 
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to be attained. If exports should fall short of this amount, the esti­

mated deficit of $264 million would be correspondingly exceeded. 

Table 4 below indicates the manner in which the payments "deficits" 

were financed in 1957 and during the first half of 1958. 

Table 4. Financing of the External Payment Deficit 

(In millions of U.S. dollars) 

First half 
1957 1958 

Drawings on IMF 37.3 37.5 
Use of foreign exchange 87.0 54.0 
Foreign loans 16.0 69.0 
SWAP /9.0 -10.0 
Other 33.5 20.0 

Total deficit 183.0 170.0 

Source: Data supplied by SUNOC. 

The IldF provided $37.5 million in 1957 and during the first half of 

1958; foreign exchange balances in dollars and other currencies were 

utilized to the extent of $87 million in 1957, and $54 million during the 

first half of 1958. Brazil drew on the lines of credit opened by com­

mercial banks in New York for $60 million in 1957, and $69 million 

during the first half of 1958. SW~ transactions and short-term loans 

from European countries were also used. 

The over-all gap in the balance of payments for 1958, estimated at 

$330 million, would increase to an estimated $368 million, if the actual 

results for the first half of the year, rather than the estimates, a.re 

taken into account. 
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In August 1958, Brazil obtained a loan of $100 million from t.he 

Eximbank, repayable with three yea:rs of grace and five years of amorti­

zation during 1961-65. The first tranche of $40 million was drawn 

immediately to help reconstitute the lines of credit to the United 

States, while the remaining $60 million was to be drawn down at the 

rate of $15 million monthly, during September-December 1958. Further­

more, the Brazilian Government obtained an add:i.tional loan of $58 

million from private U.S . banks for a period of about three years. 

Part of this money will be applied to restoration of lines of credit 

with the u.s. banks. 

The estimated over-all payments gap for 1958 of $368 million is 

arrived at as follows: 

Table 5. Balance of Payments Gap for 1958 

(In millions of U.S. dollars) 

Current Items 
(a) Current receipts 
(b) Current payments 
(c) Capital 

Net 

Balance of Pa~ent Items 
(a) IMF repurchase 
(b) Eximbank repayments 
(c) SNAP 
(d) Conunercial arrears 

Over-all payments gap 

First half Second halt 
(Actual) (Estimated) 

424 528 
-472 -426 
-112 -96 

-160 -94 

-22.8 -37.5 
-21.5 -22.8 
-1.8 -

-8.4 

-206.1 -162.7 

Scmrce: Data su;-;plied by Sm.me. 

Total 
(Partly 
Estimated) 

952 
-898 
-208 

-254 

-37.5 
-45.6 
-21.5 
-10.2 

-368.8 
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The following table indicates the probable sources of financing. 

1. 
2. 
J. 
4. 
5. 

Table 6. Financing of the 1958 Payments Deficit 

(In millions of u.s. dollars) 

Ex:imbank (loan of August 1958) 
Loans of commercial banks (August 1958) 
U.S. banks, lines of credit 
Cash balances 
IlvlF (including refinancing)~/ 
Total 

100.00 
58.00 
16.5 
54.0 
75.0 

303.~ 

Source: Data supplied by SUMOC. 

~/ Assuming that the stand-by can be used to refinance re­
purchase. 

There would remain a deficit of about $65 million, for which no 

financing appears to have been found, which would increase if the ex­

port targets for the second half of the year are not attained. Lines 

of credit with New York banks would be available for a total amount of 

short-tenn credit of an estimated $ 

Measures taken in October 1958 which shifted to the free market 

a large number of minor exports are expected to result in a further 

decline of export receipts in the official market and in an increase 

of the deficit. 

At the end of June 1958 the international monetary reserves avail­

able to the Brazilian monetary authorities consisted of $325 million in 

gold, about $200 million of which is pledged as a collateral for a loan, 

of $115 million of bilateral balances and ACL currencies, and of $5 

million in dollars. 
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Table 7 below indicates the extent of the decline in gross 

reserves in recent years. 

Table 7. Gross International Reserves~/ 

(In millions of U.S. dollars) 

-------· 19;7 
1953 1954 

Gross International 
Reserves 603 479 

Gold holdings 321 m-
Foreign ~change 
Assets 282 1S8 

u.s. dollars~/ J8' 
Other 120 

Source: Data supplied by SUMOC. 

1/ End of period data. 

1955 19S6 

484 611 
m !2) 

161 288 
30 EI 
131 187 

5:./ Includes a small amount of Swiss francs. 

I II III IV 

S73 448 442 474 
12t mi" j2'Ii j2'Ii 

249 124 118 150 
9E 24 9 0 

51 100 109 125 

monetary 

19;8 
I II 

363 4hS 
!2!i ~ 

39 120 
b ~ 
33 115 

b. The stabilization program does not recommend specific measures 

to avert the dangerous disequilibrium in the balance of payments. The 

depreciation of preferential import rates of October 1958 was not of 

such an extent that it was necessary to reduce import demand in this 

sector. 

On the one hand there has been no basic improvement in the external 

position of Brazil to warrant the expectation that the size of the 

deficit will be reduced in 1959. On the other hand, the ability of 

Brazil to finance a deficit of a large magnitude is less, since exchange 

reserves and foreign lines of credit are almost exhausted. 

The stabilization program observes that exports should be stimulated 

with an appropriate exchange rate policy and that the policy of subsi­

dizing imports through preferential rates should be gradually abandoned. 
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The gradual elimination of exchange subsidies is to be ac­

complished in such a way as to eliminate the artificial stimulus which 

is given to certa.in imported goods, and discourage foreign loans for 

investments, the productivity of which is reasonable only because of 

the low prices of imported equipment. Subsidies which are considered 

necessary are to be financed with budget revenues, rather than through 

special taxes on the export sector. 

In addition, the stabilization plan states that new authorizations 

of suppliers' credits will be limited to the amount of repayments and 

cancellation of the principal. In view of the large volume of obli­

gations already asswned for the next three years, it is urged that any 

new suppliers• credits should mature after at least three years. 

With regard to foreign loans, it is recommended in the stabilization 

plan that any projects for economic development which need a large 

amount of capital for an extended period of time should be subordinated 

to the availability of long-tenn foreign loans and may not be financed 

through short-tenn foreign loans. 
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4. ~terioration in the current fiscal position 

a. The most pressing problem confronting the Government is to 

arrest deficit financing, one of the main causes of the inflation. 

Tax revenues appear to be inadequate to finance the large public in­

vest.lnent program and the growing level of public expenditures• 

Budget receipts for 1958 were estimated in January at Cr$130 

billion, but were subsequently revised to Cr$117.4 billion on the 

basis of data available up to April. In the stand-by letter of May 

(EBS/58/25, Supp. 3) total revenues were estimated at Cr$115 billionJ:/ 

Cash expenditures for 1958 were estimated at Cr$150.2 billion in 

the January budget, but were subsequently revised downvrard to Cr$135 

billion in May.~/ 

Expenditure data are available only until May. Budgetary ex­

penditures were Cr$42 . 8 billion, and extrabudgetary expenditures were 

Cr$4.5 billion in the first five months of 1958. Budgetary expenditures 

show a strong seasonal change, with a peak in December. 

The cash deficit was to be limited to Cr$20 billion in 1958, ac­

cording to the stand-by letter. The deficit rose to a peak of Cr$20.3 

billion in July, but has declined slightly to Cr$19.9 billion in 

September. 

y Revenues exhibit strong seasonal fluctuations, with peaks in October 
or November of each year. On the average in the last three years 
slightly more than one fourth of the annual tax revenues have been 
collected in the first five months of the year. On this basis 
budgetary receipts in the first five months of this yea:r were at an 
annual rate of Cr$122.6 billion, Cr$7.6 billion less than the esti­
mate of Cr$130 billion, but considerably more than is indicated in 
the stand-by letter. 

~/ Estimate in stand-by letter, EBS/58/25, Supp. 3. 
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The deficit up to September has been financed by borrowing Cr$8.1 

billion from the Bank of Brazil and issuing Cr$11.9 billion in Treasury 

notes. Because of seasonal factors, the deficit can be expected to in­

crease further during the remainder of the year. (In 1957 deficit 

financing by the Bank of Brazil amounted to about Cr$23 billion in the 

last quarter of the year.) Thus, it appears difficult to limit the 

deficit for 1958 to cr$20 billion. 

b. The Brazilian stabilization plan relies heavily on a budgetary 

economy drive and on an effort to increase taxation for the limitation 

of monetary expansion during the last quarter of 1958 and during 1959. 

The ceiling on net indebtedness of the Federal Government to the 

Bank of Brazil for December 1958 is Cr$114.1 billion, can.pared with an 

amount of Cr$113. 7 outstanding at the end of September. If this 

ceiling is complied with the total budgetary deficit for 1958 should 

not be much in excess of the Cr$20 billion maximwn mentioned above. 

The plan does not envisage any special measure to confine the 

expansion of loans to the Treasury during the last quarter of 1958 to 

the prescribed narrow limits of less than Cr$500 million. In the light 

of the experience of previous years this is particularly difficult to 

achieve during the month of December when Treasury cash expenditures 

normally reach a peak. 

The stabilizatiop plan includes certain budgetary targets for 

1959, which are as follows: 
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1. Total budgeted expenditures 
2. Extrabudgetary expenditures (arrears, 

special .funds, other expenditures, 
and disbursements to states and 
municipalities) 

3. Expenditures relating to salary 
adjustment of public employees and 
reclassii'ication of jobs 

Total 

Cr$135 billion 

15 billion 

8 billion 

Cr$158 billion 

The stabilization program estimates that cash receipts for 1959 

will be Cr$148 billion, as follows: 

1. Based on the present tax structure 
2. Expected yield for increased income 

tax receipts 
3. Expected yield from excise and 

stamp tax receipts 

Total 

Cr$135 billion 

5 billion 

7.5 billion 

Cr$148 billion 

The deficit for 1959 is expected to be Cr$10 billion, to be financed 

by borrowing from the Bank of Brazil Cr$4 billion and by issuing Treasury 

bills amounting to Cr$6 billion. The ceiling on Treasury borrowing from 

the Central Bank and from commercial banks in 1959 is established in a 

manner consistent with a deficit of this size with its normal aeasonal 

pattern. 

The plan also lays down certain fundamental principles to be 

adopted in the policies of the Federal Government and of its agencies. 

The most important considerations are: (i) extrabudgetary ex­

penditures should be financed from additional resources; (ii) exchange 

profits should be applied exclusively to the financing of export premiwns, 

coffee inventories and of other projects specified by the law; 

(iii) the share of public expenditures applied to capital investments 
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should be increased; (iv) civil service jobs should be reclassified 

and salaries adjusted by the rise in living costs; (v) the deficit 

of state enterprises should be reduced by the adoption of proper 

pricing policies; and (vi) the structure of stamp, income and excise 

taxation should be reformed with a view to increasing their yield and 

to improving the distribution of the tax burden. Official entities 

which are running a deficit and sell t:tEir services to the public are 

expected to increase the prices of their services during 1959 in order 

to reduce their operating daficit. Official entities which do not 

sell their services to the public are expected to reduce costs so as 

to reduce their deficit. It is also recommended that if an official 

entity raises the salaries of its employees, it shall also increase 

the prices of its services in such a way as to cover the increased 

e:xpenditures. 

5. The monetary expansion 

a. During 1958 the rate of expansion of currency issue (notes in 

circulation with the public and banks) continued high; the total quantum 

of money supply grew at an even higher rate. In each quarter of 1958, 

the rate of expansion of monetary issue was more than in the canparable 

1957 quarter. In the second quarter of 1958 currency issue grew by 

6.6 per cent, compared with 4 per cent last year, and it appears from 

preliminary data that the expansion in the third quarter reached 5.3 

per cent, compared with 5~ per cent last year. 
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Table 8. Rate of Increase of Currency Issue 
and of Money Supply 

(In percentages) 

Issue Money supp~ 
1957 1958 1957 19 

First quarter -0.6 0.1 /2.9 4.4 
Second auarter 4.0 6.6 5.3 6.3 
Third quarter 5.2 5.3 7.9 
Fourth quarter 9.7 14.5 

Full year 19.6 33.9 

Source: Data supplied by SUMOC. 

The growth of money supply was generally at a higher rate than that 

of issue and the ratio of deposits to money supply increased. During 

the first quarter of 1958 for j_nstance, currency issue rose by only 0.1 

per cent, and money supply by more than 4.)0 per cent; the fact that 

commerciaJ. banks often hold large excess reserves which are used during 

certain periods of t he year, explains this difference in trends. 

The main factors f or the increase of currency issue were (1) Central 

Bank's lending to the Treasury, (2) financing of excess coffee production, 

and (3) lending of the Bank of Brazil to the private sector, as shown 

in Table 9 below. 
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1. 
2. 
3. 

4. 
5. 

6. 

Table 9. Analysis of the Balance Sheet of 
Monetary Authorities ... 

(Changes expressed as percentages of total 
currency issue of previous quarter) 

19;7 
I II III IV I 

Loans to Treasury (net) 6.7 6.6 6.5 26.0 -1.6 
Coffee financing 0.1 1.2 4.8 7.3 7.3 
Lending to private sector 1.1 6.J 9.2 3.5 2.2 

Totals 7.9 14.1 20.5 36.8 7.9 

Foreign sector -5.J -11.5 -5.1 -0.5 -10.1 
All others 0.3 1.2 -0.1 -4.3 -3.8 

Total, nonbanks .;.2.9 f3.B f15.3 f32.o -6.0 

Banks -2.4 2.0 ~ -17.7 11.5 

Total o.s 5.8 11.7 14.3 1.5 

Currency issue -0.6 4.0 5.2 9.7 0.1 

Monetary deposits 1.1 1.8 6.5 4.6 1.4 

19;8 
II III 

6.6 3.8 
4.1 6.3 

..2!1 8.9 

18.4 19.0 

-6.6 -10.9 
-3.4 n.a. 

8.4 n.a. 

0.7 .!• 7 

9.1 6.2 

6.6 7.9 

2.5 2.6 

Source: nata supplied by SUMOC. 

( l) During each of the first tl1ree quarters of 1957, deficit 

financing was responsible for an expansion of issue of 6 per cent; this 

factor of expansion rose to 26 per cent in the fourth quarter. During 

the first quarter of 1958 the Treasury could reduce its debt with the 

Bank of Brazil because of the flotation of Treasury bills to commercial 

banks. In the second quarter the inflationary impact was about the same 

as during the second quarter ·last year. The inflationary impact for the 

third quarter amounted to 3.8 per cent of issue. 
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factors. 
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In 1957 coffee financing became one of the major expansionary 

The increase of the coffee crop and the reduced exports resulted 

in the accumulation of unsold inventories which required some form of 

financing. 

The 1957-58 coffee crop amounted to 21 million bags, with a total 

value in cruzeiros estimated at Cr$48.6 billion. The current crop is 

now estimated at 26.8 million bags, with a total value of Cr$51 billion. 

The purchase prices for the excess production (40 per cent) are now 

lower than for the previous crop. Also, the decline in foreign prices 

was offset by a devaluation of the exchange rate. The total value to 

the producers of the current crop is about 5 per cent higher than for 

1957-58. Considering the increase in domestic prices (about 20 per 

cent) this will imply a slight reduction in real income from coffee. 

These estimates assume exports equivalent to 16 million bags. If they 

fall short of this, the Brazilian Government is to purchase the short­

fall at the end of the crop year in July 1959, at prevailing export 

prices. 

Table 9 shows the increase of this inflationary factor towards 
inflationary effect 

the end of 1957, and during the first quarter of 1958, when i 113 / was 

equivalent to 7.2 per cent of currency issue. Most of the purchases of 

the 1958-59 surplus will be effected during the latter part of 1958, and 

no decline in the inflationary impact of this factor can reasonably be 

expected. The total net cost of surplus purchases in 1958 are estimated 

at Cr$9.2 billion; Cr$4.2 billion are to be spent on the purchase of 

what is left of the 1957-58 crop. The cost of the program amounted to 

Cr$6.3 billion during the third quarter of 1958. 
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(3) Lending by the Bank of Brazil to the private sector is, normally, 

another important factor of expansion. 

during the third quarter of each year. 

Seasonally, it reaches a peak 

In the second quarter of 1958 

the growth of this lending, expressed as a percentage of monetary issue, 

amounted to 7.7 per cent, compared with 6.3 per cent in the second 

quarter last year. In the third quarter it amounted to 8.9 per cent of 

issue. Seasonality is most pronounced in lending for trade purposes, 

and is linked with the need for financing the coffee export trade, 

particularly for the period between harvesting and exports. 

(h) The effective contractionary factor was the external payments 

deficit, and the exchange profits. The spread between average selling 

and buying rates is substantial and generally increases with inflation 

because the exchange rate in the auction market falls rapidly. The 

major detennining factors are the exchange rate structure, the level of 

the auction rates, and the size of the deficit. As a percentage of 

the currency issue, the deflationary impact amounted in the second 

quarter of 1957 and in the first quarter of 1958 to 11.5 and 10 per 

cent respectively. The impact was less in the second quarter of 1958 

due to the increase in exports, and the reduction in the deficit; it 

amounted to 10.9 per cent in the third quarter. 

Lending by the Bank of Brazil to the private sector increased from 

Cr$91.8 billion in December 1957 to Cr$101.5 billion in July 1958 and 

to Cr$110.5 billion in September 1958. Rediscounts to banks (see Table 

11) were at Cr$13.6 billion in June 1958, compared with Cr$12.7 billion 

in June 1957 and rose to Cr$17.5 billion by September 1958. 
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Commercial bank deposits normally reach a peak by the end of the 

year, when commercial banks accumulate excess reserves. The Brazilian 

authorities had intended, at the time of the stand-by, to reduce avail­

able banks reserves by i ncreasing the legal reserve ratios. However, 

this measure, which requires Congressional approval, has not yet been 

taken. The existence of excess reserves of commercial banks reduces 

the degree of control of the monetary authorities on the monetary situ­

ation. Total bank deposits increased from Cr$21.2 billion in the first 

quarter of 1957, to Cr$38.8 billion in the last quarter; in July 1958 

they amounted to Cr$33.l billion. 

(5) The following tabl e shows the consolidated balance sheets of the 

commerci8.l banks. The major increases occurred in loans to the private 

sector which rose from Cr$162.7 billion to Cr$184.4 billion in June 1958 

and to Cr$192.6 billion by the end of September 1958. Loans to the 

private sector increased 11.5 per cent in the first three quarters of 

1958, compared to an increase of 18.4 per cent in the first three 

quarters of last year. Net claims on the Treasury rose sharply in the 

first semester of 1958, and demand deposits of commercial banks rose 

fran Cr$175.4 billion at the end of last year to Cr$200.6 billion in 

June 1958. By the end of September 1958 demand deposits had increased 

to Cr$210.l billion, 20 per cent above the end of 1957. 



- 25 -

Table 10. Analysis of the Balance Sheet of the Commercial Banks~/ 

(In billions of cruzeiros) 
19 7 19~8 

I i! II! Iii I Ii III 

Loans to Treasu~ (net) 0.3 2.1 1.5 -0.2 10.1 10.6 n.a. 
1.7 1.7 2.0 2.5 2.6 3.6 n.a. Other Governmenj=/ 

Private sectorl 116.0 123.1 130.5 ]11.0 l.48.7 159.5 164.5 
Unclassified (net) -5.h -6.2 -8.2 -B.o -8.3 -7.4 n.a. 

Total 112.6 120.7 125.8 135.3 154.1 166.9 n.a. 

Reserves (net) 19.1 19.2 23.0 hO.l 33.5 33.8 31.31±/ 

Demand deposits -131.6 -139.9 -148.8 -175.h -187.6 -200.6-210.1 

Source: SUMOC, Boletim. 

End of quarter data. Minus sign indicates net liabilities; 
sign, net assets. 
States and municipalities and official entities. 
Loans less time deposits. 
Provisional. 

plus 

(b) The stabilization program for 1959 adopts a target for the 

expansion in money supply of 10 per cent over the level of December 1958, 

which is considered consistent with the contemplated increases in wages. 

The assumption is made that the ratio of currency issue to money supply 

will remain unchanged and currency issue is subject to an equivalent 

ceiling o£ 10 per cent. On the basis of these ceilings and of certain 

norni.al relationships such as the cash preference ratio and the banks• 

cash ratios, an estimate is made of the expansion of loans of the Central 

Bank and the commercial banks which is consistent with this target (see 

Table 11). .An estimate of the behavior of independent variables is 

also provided (including the profit on exchange transactions, net of 

the amounts required for the coffee financing program) and the limits 

are thus set for the Central Bank's credit to commercial banks. 
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Table 11. Major Monetary Targets of 
the Stabilization Plan 

(In billions of cruzeiros) 

% Change 
Dec. 1958 Dec. 1959 in 1959 

Currency issue 107.4 117.9 10.0 
Rediscounts to Bank of Brazil 53.7 61.4 20.0 
Rediscounts to cC111Illercial banks 8.8 11.6 26.7 
Loan of Bank of Brazil to the 

private sector 117.7 136.3 15.8 
Loan of Bank of Brazil to the 

Treasury 114.1 118.1 3.5 
Loan of commercial banks to 

the private sector 193.2 214.9 11.2 
Deposit with commercial banks 238.8 261.8 9.6 

Source: Stabilization Plan. 
made 

Various recommendations of a general character are/including 

the adoption of flexible policies with respect to the rediscount rate, 

the payment by commercial banks of debts in arrear, and the expansion 

of the market for Treasury bills. An urgent appeal has been made to 

Congress to authorize an increase of legal reserve ratios of banks. 

The ceiling on conunercial banks lending is of a stand-by character. 

It is provided that new measures will be adopted if these ceilings 

should be exceeded. 

Considering the normal seasonal fluctuations in the series subject 

to a ceiling, allO'tVance is made in establishing the monthly ceilings 

for seasonal factors. 



Total Loan.a 
Treasury 
Public 

Discounts of Moneta17 
Authorities to com-
mercial banks 
Other assets 
Reserves of commercial 

banks 
Caah in vai!-lt 
Deposits with the 

monetary authorities 
Exchange accounts 

Total Assets 

Table 12. Consolidated l3alanee Sheet for Banks and the MonetS17 Authorities 
Projected Changes for September-December 1958 and for 1959 

Sept ,-Dec. 1958 
Kona\ar., Oommercial 

Authorities 'Rppka 

.22.:-2 
4.3 

a.a 
16.:, a.a 

1.7 -1.5 :,.5 

- 1.8 . 
o.6 

1.:, 
-3.0 

'1J:J.7 14.1 

(Ia billiona of cruzeiro1) 

19SC, 
Monetary Oommaroial. 

Author! ties !Mkt 

2f:~ ~ 
18.6 15.7 

2.9 -2.0 5.5 

- 4.8 
1.4 

3.4 
-2.0 --
25.5 32.0 

Mou.eta.17 Oemmercial 
Authori tiee ;Bank• 

.Agios and bonuses 9.2 
Demand deposits 1.4 
Time deposit• 0.3 
Other obligations 1.0 
Capital accounts 3.5 
Ourren07 in circulation 4.o 
Currency in hands of 

public 3.4 
Cash in vault o.6 
Deposits of commercial. 

banks w1 th monet817 
authorities 1.:, 

Loans of monetary authori-
ties to commercial banks -=-
Total Liabilities '11).7 14.1 

Source: The Stabilization Pl.an. 

195! 
Monet&l7 Oomeroial 

Au.thori tie a J,nt, 

- -:,.7 
o.a 
2.0 
5.0 

10.5 

20.7 
2.9 
0.5 
5.0 

.. 
• • 

J 
\. 

~ 
I 



Memorandum 

Mr. c. D. Finch DATE, December 1, 1958 

FROM G. Escobar ~-

SUBJECT : Brazil--Report tor the Week Ended November 22, 1958 

The average A£i2 tor u.s. dollars has fluctuated within a range or about 
8 per cent during October and most ot November. In the week ended November 
22 the average ulQ,at Cr$183.0 per dollar, was practically unchanged f'rom 
the preceding week. According to press accounts, the tree rate remained at 
Cr$l37.0 per dollar, the same as the week bef'ore. 

The sale or foreign exchange in the Rio de Janeiro and Sao Paulo auction 
markets was US$1.7 million and ACI.$1.3 million during the week ended November 
22. These amounts have been the same as in the preceding eleven weeks. 

The currency issue was unchanged at Cr$115.6 billion. The level on 
November 22 was Cr$]3.6 billion above the ceiling or Cr$102 billion proposed 
tor December 1958 (see EBS/58/25, Supp.3). 

The Government's cash deficit, as measured by the TreasllrY''s net position 
at the Bank or Brazil and the issue ot Treasury bills, rose to Cr$28.3 billion 
in the week ended November 22.l/ Because or seasonal factors, Treasury bor­
rowing at the Bank ot Brazil can be expected to increase further in the re­
mainder or the month of November, and during December. The present level 
ot borrowing exceeds by Cr$8.3 billion the Government's target to limit 
borrowing from all sources to Cr$20 billion in 1958. 

l/ In 1957 Government borrowing understated the cashd3£icit b)" about Cr$5 
billion, tut during January-September 1958 it has overstated the deficit 
by about Cr$4.l billion on the average. The excess or Government 
borrowing over the cash deficit is composed ot Treasury cash, deposits 
in the regional branches or the Bank or Brazil, and checks in transit. 
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Brazil~Currency Issue and Government Borrowing 

(In billions of cruzeiros) 

End ot Period 

1957: December 

1958: January 
February 
March 
April 
May 
June 
Jul,­
August 
September 

Week ended: 

October 4 
25 

November 1 
8 

14 
22 

Currency 
Issue 
96.6 

94.0 
94.6 
96.6 
99.1 

101.6 
10.3.4 
10.3.4 
104 • .3 
108.9 21 

110.1 
110.4 

111.6 
115.4 
115.6 
115.6 

Government 
Borrowing 1/ 

.36.0 

6.1 
10.9 
1.3.8 
16.9 
19.6 
22.6 
2.3.9 
2.3.2 
22.7 

25.4 
26.6 

25.6 
25.1 
'Zl.4 
28 • .3 

J,/ Treasury position with the Bank of Brazil plus issue of 
Treasury bills. 

2./ Data for September 27. 
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Brazil--Exchange Market 

(In cruzeiros per u,s, dollar} 

Free 
Agio per mt J,,/ .Market Rate 

CM9nthly 1xtw1l <ow 0r period) 

1957: December 66.8 90.5 

19581 January 96.1 97.5 
February ll.3.0 99.5 
March 121.6 106.8 
1pril 142.2 120.8 
Mar .. 134.4 122.0 
·June 134 • .3 132.8 
Jul1 140.8 134.0 
August 154.8 159.5 
September 19.3.1 1,/ 156 • .3 

Week ended: 

October 4 178.8 15.3.8 Jj_ 
25 187.6 144.91/ 

November 1 18.3 • .3 137.0 Jj_ < 
8 192.6 138.9 J/. 

14 182.9 137 .o ""if. 
22 18.3.0 137.0 J/ 

J,/ For Rio de Janeiro and Sao Paulo. 
V Revised. 
""JI New York banks' selling prices tor cable transfers on 

Fridq of ea.ch week. 
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Rio de Janeiro, 27 de novembro de 1958. 
• or.!cio 
DE-DIVIN-112/58 

Prezado Sr. Per Jacobsson, 

Com referencia aos dados estat!sticos que esta 
A ' Superintendencia deve fornecer periodicamente a essa Entidade, 

desejamos levar ao conhecimento de V. Sa. que, pelos motivos a-
.. , .! presentados a seguir, infelizmente nao nose poss vel remeter 11 

guns deles com a periodicidade solicitada. 

Especialmente em relaQao aos dados mensais re-, . 
rerentes ao movimento bancario, dispoe a lei brasileira que os 

I A 
estabelecimentos bancarios tem prazo de 30 dias para publicar 

. . ' .. seus balancetes mensais. Isto se justifica devido a ampl1d odo , 
territorio brasileiro, conjugada com as dificuldades de comuni-

.. ! , caQ&O existentes, que torna imposs vel ao proprio Banco do Bra-, 
Apos sil preparar seus balancetes mensais em menor ·prazo. a 

~ A , 
nublicaQao, raz a Superintendencia da M:>eda e do Credito as ne-

, .. . 

cessarias apura;oes, elaborando-se em seguida os quadros refer1 
A dos. E:xplica-se assim a demora de mes e meio aproximadamente 

A 
com que fazemos a remessa desses informes. 

Ao 
Ilmo . Sr. 
Per Jacobsson 
Diretor Gerente 
Washington 25 -

; 
do Fundo Monetario Internacional 
D. c. , -

Estados Unidos da America do Norte 

/ASC. 



• 

2. 

No que tange aos dados reterentes ao registro 
, A ~ • de tinanciamentos, devera este urgao dentre em breve estar ha-

bilitado a enviar os dados solicitados, visto que estEIJI) s im-
- A A plantando o sistema de apuragao mecanica a este setor de con -

, -tas. Junt~os, outrossim, copia do levantamento da posigao em 
30. 6.58 teito para atender solicitagao do Banco Internacional, 
cujos dados embora nao estejam dispostos da torma que melhor , , .. , 
convem ao Fundo Monetario , poderao ser uteis aos estudos pre11 
minares. 

A , 

......._ Ainda a esse respeito, esclarecemos que e no.1, 
w I A 

sa intengao atualizar, ainda no correr do proximo mes de dezeg 
' bro, os reteridos dados, a base do conceito de "suppliers' er~ 
. , 

di•tsn, que vem de ser proposto por nos e acei to pelo Fundo, s~ 
gun.do comunicagao teita ao Diretor Executivo, Dr. Octavio Para-, 
nagua, em 17 do corrente. 

Entramos novamente em entendimentos com a Car-
" A teira de Cambio do Banco do Brasil sobre "os haveres em moeda 

estrangeira". Sentimos, por~m, ter de confirmar o informe anta 
' .. rior quanto a impossibilidade material de fornecer os referidos 

elementos semanalmente. Poder!amos, entretanto, faze-lo em ba-, 
se mensal. Isto porque so mensalmente recebe o Banco do ·Brasil 

I A 
os extratos de conta dos banqueiros, necessarios a esse levant&, 

, -mento~ A proposito, consultamos V.Sa. seas inf'ormagoes abaixo, 
que mensalmente enviamos ao EXIMBANK nao atenderiam ao desejado , 
pelo Fundo Monetario Internacional: 

v~ 2) Obrig1goes em m~edas conve;siveis TJJ,. e 
~ [ 1) Disponi~ilidades em moedas cg,nvers!v.eis ,..M A 

~ 3) Posigao (ttlegraf'ica) de camb1o do Banco do Brasil ,.Jh c 
~~- - . 4) Haveres (liquidos) e obriga~oes em moedas estrangeiras To ~ 
~ 5) Ouro e disponibilidades em divisas v T.....lt ~ 

Confir:mamos outrossim nossa carta DE-DIVIN-••• 
209/58, de 18.11.58, com a qual remetemos os elementos estat!s-

, A 

ticos relativos ao movimento bancario do mes de setembro e ane-
xamos nova colegao dos respectivos quadros para atender a qual-, 
quer possivel extravio. Em meiados de dezembro p.fQ . taremos 
remessa dos dados de outubro. 



,.. ... • . 

Aproveitamos o ensejo para reiterar a v.sa. os .. 
nossos protestos de elevada estima e distinta considera~ao. 

J se Torres, 
Diretor Executivo 
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Received in Code Room : 1 
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!tie average n~:.u.a. 4ol.l.an llaa oont.1--4 to~ Yithill a nnae 
of about 8 per ca October u4 the tint part of .... r. ID tbe YNk 
eD4e4 loffllber 1~ the !I!!, cleol:lne4 to ~ 182.9, , per Ctlllt belov ta. average 
tor tbe prece41Jlc vee and 11. 5 per cent below the peak ot cl't 206.,. Jiff · toUar 
atta:tnecl ta tint vea of &eptellber bllla41&~ after t.be ao ,- oaat zredalctton 
in •obanp ..i.1 vbich wat 1ato •ttect at tbat time. Acoo1"41al to pre•• ac­
OOUDte, tbe tree rate 4eol1.Dl4 a11gb.U, to cit 1,r.o per 4ollar lut VNJc. 

The Ml• ot ff)ftip acbanp 1A ta. Rio 4e J'w1io d. 8IIO Paule .uction 
•rket• were Vlt L 1 111111cm and let$ 1. 111111on 4uJ1.ns tbe 'week ended llcmlm'ber 1,. 
'l'beae amunt• .,,. been tlle aaae u ta t>ae precedillg ten weta. 

'1'b.e c:urrenc7 1uue 1Dcnaae4 enlr altcb~ to crt u,.6 111 . , ~ Cl't 0.2 
'billion a.bow tbll level of the pncecltnc WNt. The level on llovelabeJ' lll vaa 
cwt 1,.6 lt1111oa alk>ve tile ce111Dg of Cit 102 'billion Jropoaecl tor Dec-.ber 19'8 
( ... Dl/'8/15, -· ,). 

The OovumltDt'• cuh 4ef1c1t •• -.IR1'.N4 lt7 the '.l'l'euuJ7'• mt poettioll at 
the Bank of Brasil an4 tbe 1, ... of t"nuu.17 'btU.1 ro• t.o cl't 27.,. billion ill 
the net ended loftllber 8.!J ae of ... aona1 factora Tnuul7 bol'l"OW1ng at 
the 1111k of Brazil can be -,ecte4 to 1ncreue furtbl.r 1n the rema1D4er of the 
mntb of llcffllmber, aD4 turiJ11 December. 'Iba preNDt level of bol'l'OVUIC aceeu 
lt7 art 7 •~ bU.U.OD tbl OoYerltaitnt '8 tupt to l1ai t bol'l'OWillg troll all IOUJ'Cea 
to crt 20 billion 1D 1958. 

W ID 1957 Ooftl"DWlt bonovtag umuatated the cash ut101t bJ about cz,t 5 b11· 
lion, 'bllt du.r1DS IIUIUlll7-Auau•t 1958 1t ha• owntated tile 4efie1t 1t7 about 
~ •.2 billion on the avenge. 
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IN•U•-car..CJ' I••• u4 OoMJwt llcwl'OIWS.III 

(111 'btlliou ot CNNiro•) 

;; {;;; 
1"71 ~ 

1958 J Jan»ar7 
h'bna17 
March 
April 
Nay 
ltml 
~ 
Aupn 
8epteuer 

1foffllbff 1 
8 

" 

.:~: 

uo.1 
uo.~ 

!/ !nu11J7 poa:ltiOD fltb tbll 1U1t ot BruU 
plua 1•1'1• ~ TnNuJ7 bU11. 

!/ Data tor lep'taabu 17. 

:,6.o 

6.1 
10.9 
1 8 
l.6. 9 
19.6 
21.6 
a:,.9 
1,.2 
21.7 



(ID Cft•uo• 1!E u.s. clollar) 

Acto per uaN/ Muket late 
(Jtmtb..17 average) (end of period) 

1957• INIIINJ' '6.8 90.5 

19'8• ~ 96.1 91., 
l'Rn&17 u,.o ,,., 
NaN!a 111., 1o6.8 
Alftl 1~.a 120.e - ~., 122.0 
J\me 1,a.., i,a.8 
Jul1' 1~.8 1,a..o 
Aupat 1~.~ 159.5 ...... 19, • 15'., 

VNk a4ed.t 

~:~ Ootolter, 178.8 
~ 187.6 

loftllber 18,., 1,r., 
191.6 1,e, 

1, 181.9 1,1. 



Confidential 

Iii'. B. Merla Cocllnn, Depw.t;r 11.anaging Director 

J. Del Calllo, WHD 

lkmt:aber 19, 19$8 

.&.~1 

Brasil 
br. 6. 1arwpa, Bucutiw Direetor, 

International. Jlonet&r7 hncl Dr.,. Garrido torree, Bncutifl 
D1l'Ntor• StJMOO 

• Coe Dlput;,r JIMaging Director 
1lr. Ooltl., Legal 
Ill". Del 08'1to, 1IHD 

Dre Jon Garrido Tome WM 1n the tJnited States U gaeat ot Ula l&tional. 
1oreig:D Trade COlDlCil to attend the hStb Annnal. .. ting ot the l&tiona.l Trade 
Conveation and he a1ao apolra on Bot'embeJ' 17 at the luncheon et the aaericu. 
Dr. J. Garrido Torres he.41 become on hII 1 E:mcutive DS.recticr !or SWOO and 
was report.ed to be an int11Jfflt1al. figure 1D the mlll' tie• of Bru1 l 1 an tiDanciaJ. 
poliq Ulmn, beaded by '- 111n:1at.er ot J'inllnce, Luca LDpea. Dr. J. Garrido 
!ona ll8de bi• ofticiaJ. contact w1 th Pond aut.bori tin in In' D&alld., at b 
Jnmaal KeeUDc1 together wit.ll h1a colleaglll• et Dllaga\ion and Dr. iwaaapl. ha 
rlaited Ill". Cochraa and bald &bod balt•a-hour'• diaouaion on Bruilian 
problult. It wu upeet.N tam, in the Dalhi d1.ecuaiona, that tae Inter­
national 1IOUtar;r hnd would aend a tea to llio 1a late Jkwellber in order to 
rerl• progrua Wider the lrlancl-bJ" IDd reach agreeant on tiDancia.l policiN 
tar 19S9~ eo as to en&bla Brasil t.o balance the remainder ot tbe stand-tq", 
$20.S •Ul1cm., atter Brasil hid. repwrcbued the aw •01D1t in Decuber 19$8. 

Subeeq"8Dtq to nslld.-and 1n new at 1he tact tat Jmarladp bu com '° 
• that llin1ater Loi,u hopea to vi.Bit t.M Vni'-4 States in earq Daceaber (• 
1a echeduled to apeak at .... tork tfrd.T&reit,')--a c cat.ton •ae NDt \o Bio 
nggee that the llim.ater aigb.t wiah to rlai\ w, at ~rs and under­
talra W.. l'fl'iew baN in ... Mngton rather \baa 1a ltio. ftde would no\ Pft­
clllde a v1a1, ot an DP 111.nion 1;o Bio a\ a nbeeqant date. 

Ill'. Gurido has replied -.t it wae alikaq that, tbe llin1ater would coa 
t.o Wuhhgtoa it • CMe to t.he thited stat.a at an. There waa eanaidlltrabla 
poll t1cal preann in Rio and 1 t. was dllbioua that the Miniater would lift up 
to l:Lis caaitaent. 1n .... 'fork. He ulrad, t.b.roa.gh Dr. ParaalgU, ~or an appoint,­
•Dt t.o aee llr. Cochran at 3.30 P•••, loTeaber lB. 

J.t th1a aeniDct atter an embaap ot collrieaiu, Jlr. Garrido raised the 
quN'Uon ot whatl•r tba FIIDd wu pnpeed to Nnd a aiasion to Bruil in late 
lovellber. Ir. Cochran allele a l'&Vislr, 8111111U1risill& dinelOJaBnt.. along the linas 
indicated lba,e• and poi.med Ollt that, t:raa the Dr•• point ot rtn, 1\ waa 
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Ia a lettel' of June ti th• ana1tnc >~ to lrda-w ot 
'1• • all, lntol"llll\icm wu nqu•W oa cleftlopaentll the_..,...., 
eftdit, and ti•aal fl.elda. bi• 1Dfor•t1oa la needed 1A tbl prepue 1 et 
tollo...up rep,r\a to \be •nt.ive Board on tdle laplea,entat.lon ot st.1•• 
u~ 111 aooOl'danoe with t.be a\ud_..,. •nuc . 

Sis iatcnw.t.ton 1tua U.t.ed la the i.,i... of Juu were '° be rellittecl 
bJ •lkl7 oabhlJ et.pl tt ... wn \o lie N11ltted bJ' e1PM11 eal7 •eh aonth, 
aa aoon •• 'Ille data wen aftilable. The u,t.er ot the repla flow ot lntor­
•t.ion wu takea up with the rasiliua NJINllen\atl'"8 wbe neptiaW 
aodltica\io• et tbli , ... unq• nt. 0a that oocuion it n• esp1a 
that, the a&nthly illtoraatlon 1hould be Nllitted ••soon•• aft11able, wl hcM\ 
n1\lna tor Ute full aoatb17 material w 'be J"NdT. 

ftv an achanp ot oarr•P:Olld•nN -.rly la 'behean Ill• De 7 
•11111 Z>1Nctor ud t11e _ tlft D1J"Nlolt et 11 \he atatt ata1'MCI to 

neetn tbe iafOl'lllltloa. 'l'he ... kl¥ aabl .. atar\ed aft'lw ••lJ' 111 
Sept.._, ad t.bll lut oabl• we NOeiwd Gil 1), oontalm.q data 
tw \he ••• lo'ftllw a. 

The IIOldbl,7 lnt'Ol'llll'\ioa wa.a '1"8111\t.ed twlee aid add- · ,er. 
Ia ... the full •\vial wu aen\ la a• paonp. data oon.-
ta1Md 111 t.be Sep\Hber t.ato itoa nter '° the end ot ,. &rte, \hia 

i\tanee no etbff lau Ileen et!"~"~• appean lo loa\e t.hat there baa-.. an 1DWNp'1oa la \lie npl.ar fi• 1a O.tobo. , data 
on It.a 6 or Nble lnton ii and on tea? of the .ht, lntor atioa, 
wre nff'e!' nait.W. 



Mr. •• MlrlAI Ooelana, o.a111r ,...,., ... Dtreotor 

J. Del Caato, .am 

Viait ot Mr. Joae CWrido I!!!!! 

I •v NI". OUTido 'l'offea line~ at tlle lllllOheoa ot 1ibe Aal:riau 
111 11n Yark, ud be ooat1l'lle4 tbat be 1'I01ll4 be aoa1ac w .. JOI" at ,, ,o 
tbia aftoenooo, I 414 ~ diaCNH lNa!De88 witb bill ailloe W abaU allov 
hSa to tau tbe 1a1ti&1i1ft heft wbea he talka to ,OU. 

IA t!le aRernooa .... 1aD .._, , .. with 1atenatioaal t1DMatt, after 
the tvo a1D .,.._., tbare w.a lfilll"bt 41acruaaioD aong 11.x ,riT&te hv 
'fork ban>Pen, u4 tile 1.•nloll of iMNue ot Fund. Cl'10tu aaae up. 
Ill'. a,_... I. Cbittadeai, Viee Pn•idat ot J.P ........ • o,,_y, 
illdioated '\hat tM 1aareue 111 J\m4 ,po11u, \IDdes" Nrin, abov14 be wloc:ae 
'DJ tbe ••ldna oc • ms,7 aiaoe 1, vUl ~ not OlllJ the do1Jer reaourcea 
\nit tbe moral 1At'l...aae ot the Fund. ~ oo\llltriN iM> fQUov better 
,olioiN • 

. I • not at~ to report on the flODftreDae bNaue I \IDISai'atalld. 
Mr. Williiu vUl as.w 1QU a CCllpl.eto NJQl't ,._ ~ tl'll'N NN!cu are 
onr. 



... J . Del C..to 

.. ltrcmi4aD1 

Jfoffmtel" 18, 19'8 

A letter ot Jue 19'8 1 the NlmaCiDC D1Metor t.o the llintater of Pin&Dc• 
contaiJUI a liat ot tatQnation l1ff4ed tor the tol.l.otr-llP of the Bnsil1u ecoDOllic 
4evelopatlrt.l u ~4ecl bJ ~ •taa4 .. l,J arruc-t. Intonlat1oa Oil au: 11:ema 
vu to be .-nt b7 a ...U, cable, intonation on •1-llt ttaa 'b7 ~ atr letten. 

'n. f1o,r ot illtoftlltton b7' cable atartet ar)¥ lB lep~r; the 1.ut cable 
vaa recetTed on Jfo,...,_ 13. '!heee cabl.N refer to 1~ 1 to 5 of t!Mt lia\'J no 
!~oration vu aubaittecl on itea 6. 

tbntlal.7 tnfol'llltiCJD VU ftC oD11' t.vice, in a!.4-Aupn and 1Jl a14•1eptellbff, 
Vitll the mat recent data ref 1'l' to M(IUl't. 'lben vu an illtenuption 1a the flow 
of aoatlllt 1Dtol'lllt1on after fJepteal,er. ~n, ·the Braailian .au~r1t1ea •it 
tor tbe full •ter1&1 to 'be Nld7 lHttore ettectiJII the reaitt.ance, ;,tua i't VOlll4 N 
pntuable if each intonation 1 wre aent •• aoon •• aw.Uabl.e• Data on item 6 
ot tbe caltl.e 1afcmat1on and 7 of the aoathl.7 1.Dtoniatton nre PIJl'IV aulmittecl. 

Att: CopJ ot letwr ot Jae , 1958. 



·. 
'l 

(Rerued 'by Mr . Jacobaaon 
Cleared. by telephOn• with Mr. Paranagua b1' Kr. Brand 
Cleared v1 th 1 ·,. . Gold) 

• 



Di-. o. Paranagu., becutive .Director Boval>er l7, 19S8 

Sippllffe' Credit in .bru.il 

This is in refertace w your Mllorandu:a of icmaber 7, US8 in 
aiei1 J'O'l1 aubllit. a c.l.arificaUan of tm o uept ol •auppl.:iera • endit tor 
the purposes ot the undertald.ng vitA rupect '° such credit unaer 'Ule latter 
trGII \be Kiniater o£ i'inlmce or Brasil annexed to tb.e atand-b7 arrquiellt 
between Bra11U ad tm Pund. 

1'be staff nae l.ooked iato ta1a matar 8Dd tincla it.all' iD agre._n 
111\il tu su.bat..aiice of 7fNr laDder&ltaading of 1ibe concept o.r "•~llers' credit" 
tor t.ba purpose ot tba un«a.rtaktllg UD.de.r \ta st.a by arranpment. Br way of 
clarit1cat1on, aboa.ld like to add that 1B t.b8 at&ff' s widera g, eup-
plier•• credit include• th.e t7pe of radit. referred w in 7fNZ IIINID1Wl , 
llhet.ner auca credit 1a ext.ended to tDe Geffers nt., &OYe1'111lmrt. agencies, ~-
l1t.ic&.l aubdiviaiona or prin.t.e enUUea, whether it i.a extended ~ t.be er 
ot good.a, l,y' a oo-roial bank, or biy a gcwer inat.1-tu'iian and vw'\her it 
bas oi- has not been par1111"teed l,y the Braaili& OO'nrnant or an apncy- tbereot. 

{Revised by Kr. Jacobsson 
Cleared by telephone with Mr. Paranagua b1 Mr. Brand 
Cleared with Mr. Gold) 



(~ Office Memorandum 
~1'4.R'i~ 

TO Dr. o. Paranagua, Executive Director DATE: November ii.., J.958 

FROM The Managing Director 

suBJECT , SuppJ.iers• Credit in Brazil 

This is 1n reference to yom- memorandum of November 7, 1958 in 
which you submit a clarification of' the concept of •auppl.iers• credit" for 
the purposes of the undertaking with respect to sucb credit under the letter 
from the Minister of Finance of Brazil annexed to the stand-by arrangement 
between Brazil and the Fund. 

The staff has looked into this matter and finds itself in agreement 
with the substance of your understanding of the concept of "suppliers• credit" 
for the purpose of the undertaking under the stand-by arrangement, By way of 
clarification, I should like to add that in the staff's understanding, 
su liers • er includes the type of credit referred to in your memorandum, 
whether such credi is extended by the supplier of goods, by a commercial bank, 
or by a government institution and whether it has or has not been guaranteed 
by the Brazilian Government or an agency thereof. 
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, CONl'IIBitl:IAL 

In h1a llllaaOftlMhlll of Sonllbel' 7, 19'8 *'· JllnDag1a Pl'OJOae4 tbl foUow1Ds 
claritiaatioa ot tM ocacept .r •nppu..n• credit" tor tbe JNl'»OH8 ot the 
UDdertak1D& v111h na,ect to nab oreclit 11111&1.r the &tar traa t.be ll'Uilian 
Miniater 0~ :Nnallff, dated 11aJ as, 1958 azmaed to the atan.4-by arranpmmt 
vith Braalls 

-Xt u UDderitood bJ' npplien' ONCU.t ~ t!nucina 
received b¥ ~ reeicliag 1n Brasil, vi tb terms not leH 
than 12 11>nths aDd not h1per than aeven years.• 

!be eta.ff, *11.e 1D &&T••ment v11ib the au'bataoe ot Dr. l'lii'ul,pa'• 
clarift Uon, flnda t.hat hta formulation ia -..sue aa4 11117 oon...,umtl.¥ lM4 
to a mill&Dderetan•Uq ot tlM aoope ot t.he OClai t1111Dt undertaken 1n '1le letter 
ot the lruUiu lllnlater ot l'umlllce. )bre -»eeS.ftoally, Mr. Jla.rlmaaU&'• 
tOl'Jllllatton, vhicb *»ea DOt exprqaly inclu4e in •av.,.p11ent credit" creclit 
granted b7 toreip .,......_a1 1ut1tutiou, mipt lMI UN4 ae a buia tor 
an &rl\lM'Dt that tile aallllitment under t.h• letter referred to abcffe •• aot 
cOftl' lqiort-?ll;port lank aredite ue4 t.o t1nanae -.i,ort• to Brull. 

!be ,tatt, tberetoz,e, reoaaanda t.bat Ill'. ~' • 1111110nnd\D be 
ana,-werea-- a1.oq the lines ot the draft 1n the attaebment \o tibia maDOl'IIDCl\D. 

1. Backpund ot this 1nJUiq 

Brazil initiated neaot1atiou tor• ll'talad-- vitb the Fund 1n AJrU 1958 • 
Dur1Da t.be d.iacuaaion8 one ot the pro1tl- that came Q tor ducuutcm w.e 1lbe 
me41un and lhort indebtebea incurred 'b7 Brar.il tovarda .Ameriaan u4 auro,..n 
auppl.ian. Por aneral ,-re the DBD be4 unaucce~ tried to p,a an en4 to 
tbia, and it va• felt b7 ws that a clauae abould lMa incor:,oratiecl :lD the letter of 
intentiona annexed to tbe ataa4-by that would ccaait !ruil to pd an encl to tb.ia 
inereued indebtedneaa which vu aer1~ enclangerina Brull' e bal uce of ••• 
tor the ilDltdiate 19U"e ahead. 'Dle i.enguaae nml ly izlcoJzp:,nted into the le 
&Dllexed to the ataAd, .. by (1.e1;ter ot Nay 26, 19'8, lut 2 :paragn.pb.a of Sect 5) 
read.a as toll.over 

"Wit-b reaud to regietrat:loll vit-b 8u«>c ot IIUJ»>l1era• aredita 
1n convertible and ACL C\ll'NDQiee, tbe BrazUiu. Oovezment w1ll not 
exceed the total amount aa of December ,iai, 1957. Kev authorisationa 
will be limited to the amount ot ~ta u.d cancellatiOIUI of the 
prinei;pal ot aupplien' credits azad rill, moreover, be re1tricted to 
highly euential. JJZ'OJecU an4 vill. be granted. cmq ill caaea where rep&y• 
MDt aahe<lulea &llov tor • three-,-r per:lo4 of grace.• 



- 2 -

At t.be tta of our 41acwla1oDa vitb Bra&il wa Ud aot Jamir ~ 
tbe level ct ~ ...,uen • credite ae ot tbe Cid of 1957. 
~, on tbe bu1• ot our own intonation and. ~tion CClll)Ue4 llr 
1ibe DIU)., we haft arrived at tbe tollow1III ftcqreaa 

Bluil: luftH:en' cn41t. !!P:ftei"e4 !q SUll)C u or 
Daoember '1, 19'7 

~,} $1:,c>.5 mUUoa to 1rbe fP,Mll'IIIIIIDt or twteed. l\J the government. • $27., a1U1an to pel'1111191l1J ..-cs.ea and l)Ollt1eal. subdivisions. 
*19.l m1U:lon to entitiea "111DC 1D tbe ct.'"80l'ia l) u4 2) liated 

abo'fe extended• tbe l.,rt-?lipai*t Bank tor a Ja'i04 ot 7 )Wl'8 
or ie.. 

a.,> tio7.7 aUJ1on to prtvaw eatitiu. ) p., JDW.ioll ~-llDJort, Bank~ to t OQIIJIIDiN fr. a terJi 
ot 1 ~ or lea• (zioup eetiate ). 

~tal of !'Dlilrl"a' ond.1ta 7.7 m1JJ1oa 

Ve 1IPe not di8owt8ed. W.. figlare of tar.7 millioD with 1ibe Bru1J:Sana, 
but._ ve taJJrec\ ot a oeilin8 in tbe courae ot our stan4-b7 IMW)tiat.Saa.l, 
t.bl BruUiau ~ tbat the •1linc 1IO\ll.d be aboUI t,,o m1J l Son. ID ~ 
courae of our Mure 41aouaeiau vith Brasil we ._ t11'll up our n.gure to have 
11D --4 odUDg. 

It can be DOted that sn tibue tipNe ia illcluded t2J,.6 mn :I.ca ot 
RjpplJ..ere' cre41t exteD4ed bJ t.be Bxtabulc, vb1ch 1D our Judpnt coul.4 ll015 
1M excluded ntbou.t tiacrDdm.tJDs ••Snit Buro»•• suppUera. S1Dce l~ tbe 
Slp)rt-Dlp)rt Blmk baa 1ta OVD ~ Credit Prognaa" (,:11o: ' 19U'S10Nd.it, 
with a ance prrto4 ot 6 JIODtha) ~ tbe Bldabenk t1nanoea an a ..u .. 
t8l'II 1:u1a 6o ,._. cent ot tbll Y&la ot U.S. OlrJilOf'U ~ ~), 
~ tbe u.a. 1111Dutacturer 1• vtn11a1 to nrauce a:>,- coat, and tbe 
"'"~ aount.rJ tbe 1"91111o1na 20 »-' cent. 1be l.iDaUalll ~ bF 
w. 1e 8C1111811bat ft8III an4 doea not DBk:e it clear vbetber t.be tne 
ot ~ · credit ~ by tbe lxp>rt-lwjoi t. BIIDk s.. 1Dcl~ tor the 
purp,eee ot 1:be ccmitmlDt uriaer tbe ~b7 ~t vith BruU. 1'bie 
18 a p:w:Ucal. ;probla a1Dce at IIOID8 ,oiot tb1a pst10D _,. be n1eed. vitb 
ua eitMr b7 tm DruUtan• or b71sbe Blp>rt-lwp,rt Bank. It wch quuUGD 
lbould lMt mM4, w wou.1.4 have no alternative w.t to iD41.oate tbat th1a t.J»e 
ot cn41t ta iDaJuded \IDde:r' the ceilSDc 1r& the letkr .. 
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. " ... 
n. V111/,a ooflw oiop WND1l94 to 21 ml1Sm baal, Vitia a total flllua 

u · Ol"lllleii'oe .. ,uatect at ~.6 Ml1ta11. IJ.be curNDt ao,p 1a 'IJO'I entasW at 
as.a M:lJ1oa '*P, vttb a total w.1111 of Clt51 bSlJ1ca. !be parota• :,.SO.. felt 
tbe aceaa )ftdunSm (l,o pw 111'9 now lolNlr' tmm to,-. prw1oUI aop. 
Aleo, 1lbe ()eel :lae in .... Jlioee ,.. ottaet bJ a ~ d tbe 8llCbtlnp 
ra118. '1he wt&l val.Ult o 1ibe OUlftD\ Cl'Op 1e about '81" 01Dt bS..- tbl1l tor 
19'7/,a. ~ tihe saaaeue ill daaNUc prt.oee (allola ao par ceu) ~ 
VUl UIPl1' a eUa91t recJuaUon sn na1 1D:ccM t.rem aoffN. IIMIMI', w.. eatSmaw 
urm _,... eqdftlAn 'llo 16 alllSoD -... It ftlll. llbort of t.Ma, 
BruUSIID Qcnerament 18 to pirahalle the ilbortfall at ' end tba crop ~ 111 

l at Jlllfta1ltita ea;,on 'J!b1e ~ 1Dc:reaee tbe eoat ot tJ:le ~ 
--- ._ eistmated b11J 1cm. 

cotfwe tillao1Da WU a ..... 1nflats...,. faotcr t.cNar4a tbll m4 of 
1m, ..o. c1un11a the nnt ~ ot 19,a, ._ 11; waa ~...,_, to ,.a per 
cent of ouneacy · . of t.be d the 19'8/'9 8tll'J,1.ua will. be 
etfNte4 dlar tbl inter ,an ot and no &lol t• tn tbl 1ranat1oa1117 
~ ot thta faotal' reuona~ be 0 4 

•• !be total net coat ot IIUl'J].ua 
~• :ln 1958 is ·eet1111ate4 at b11Um • · b:SU:Son 1a to bll 
OD tbll puli'daMe 0~ llba1; la left of tbe / 

• !!!!'!!I! Ji!OY:V crmi1111nta 

One of 1lbe oc:11111tmante _... 1lbe 8'1m4-'b;r,... to 1llllae enarta tolllLTda 
tblt latter ot 1958 111 the cltreoticn - a uaU1cat1on of tba ao11MP .,._.. 
~ · 1"'9.r at.tacbed • tbe ...,,..bt readac 

r 

"JD ad41t1oo t.o tbl ..._. Slloi'euee outl1D84 above, 1ibe Gawerwot 1--. to illV'c)4uce vttlb • U"1e 6el.q u :,oeeibla turtblr.,,,,.,.... 
meuuree vit.b a nw te nteSn1ng a ur.a1-, J"ate ad v1U Nllll.1D ia 
oJ.oee tatSona vt.tb the J'uD4 fer tb18 JU1'l)Oee • • 

All 1a41Gate4 1aeme, BIUU IIOt8d. 1D ... i, oatober the J,INlftlen1al nte 
tor -.;orte ~ 1IO per 4olJc- an4 ehitted lllq1m1. a»orta 1iato the 
t.Ne IIIU'lret. ID~ the ot tbeN mee.suree to tbe Pf'NN!I, Nln1ater 
Luau JopN 91n14, UIOD& otber th1np, tot.he preea (OOt.oNr , 19,a)i 

•u I blsft Sr.illl.1aated 1D lfteftl. ~ .. I &lo DOt. OOD81ditl' ,oilldbla 
to adapt nov an , i. •1• ot tlw ~ ~ 
ot..,.,,. uld.fto&ttoa. A Nfbi'II ooa1d. Gall' be 11910 ER abed. 
Vitia sucoeaa 1t ve bll4 a•Uabla iDtC'Dational reserves~ a certa1n ...,s._, 
111 o.rdal' to oo:r-1iect aceuift 1ls 1lbe rate of , -4 
an..r W hlWe aueoeede4 SD •k1"1 ill pn,ceu Of lDternal 
lll3llll1m7 .. l.b:1.11mat1aD. JD the tbiie CiOarlS:Wma, 1, 1lllN.1.4 
be~ w talla a «sruttc attlttws. t.h1la flU111811ona ot &ll •NII•• 
refoltil ••• 

11'h1i a•ttude u boUll4 • 4ialJJl,oia our Boanl atmtAN, · in tbe couree 
ot tu Baard d.1eouNim'MI an tbe - , lut June, the ~ tbat 
lrNU vou.1.4 tmlllrtake a caUQa tile of tbe ,-.. Tb1a 1a ooe 
ot tba • ftB" clilWUiaaa v.ttb , e1tbir , or a 
111Nf.OD doull 10 



*'• a. 11ar1e cocmran. DtPl&t7 lf.lDAdna Dlnetor 

Jar• Dal Canto• Western Bllld.apbtn 1'lepal'taeDt 

BraU 

.la 70U ~ kmr, ta 11111.n Latin .-l'ican apeakar at ta. luncheon of 
tm .Aaar1o811 cm lloDda;r will be JON Gani.do fl,zne. t.ba llllcuUTe D1nctar 
tor SUK<X:. I 11Ddent.and. fl'GII Dr. Paranacu' tbat Dr. Gurido Torree baa Ulaacl 
tcr an appo1a1Mat t.o •ee 70U on TIINdlr. He rill probabq tua 'Ill) wt th 70ll 
tba qaHt,1cm ot a miaaion to Brail. • ~ alllo take up tbe quaat.s.on ot 
Braail diNhl.rciDI a NparchaN obliption tw t20.5 llillicm 1n ta oOWN 
ot Deon t.r (not later tblD Dtcember )1, USS) . 

(1) That t.bt7 npucbue thia amount ot 120.S a1lHon, tbe7 hold cl19-
rmiom with u 1n Dloeaber and w reach apwnt Gft poll.cl• 1111d then 
thll, can draw an • te tzo.S 111.JUon. 

(I) If DO apt1 mrtt 18 toze111able-and W.a la a real poanbilit, eince 
thaJ' baw dni&ted fl"OII tba1r oClllllit.mt.--tbq ldcb' mt wieh to ruk npll.J1Jac 
• , and tJlln thq 111.ght, rillh to propoee an ~ poatponeaea:t. at the t20.s 
wdll1an. 

tw Id.pt wiah to diacua thia matter with tm lepl ~. 

For 7f1a l\lidanoe 1n JVU" talk Id tib Clarl'ido !Oft'Nt I will fOl'W'U'd t.o 70ll 
W.. attemom two ...,., 

, 
l (I) Rftiew ot the atabil1saUon prop1111 nbld.tted by Jlinieter Lvica 

Lopes to Bruilian CClllp'eN. 
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TO 

FROM 

SUBJECT : 

Office Memorandum 

Mr. J. Del Canto 

B. Brovedani~ 

Brazilian Stabilization Plan 

DATE, November 14, 1958 

The President of Brazil called the representatives or the Brazilian 
press on November 5, to introduce, in the presence of the Minister of Finance, 
the program of moneta1"7 stabilization for the period September 1958 to December 
1959, elaborated in the Finance llinist1"7. He stated that the chief aia of 
this program was to curb inflation, an:i to establish a climte ot social and 
economic stability. The plan was not an emergency measure to deal with a 
critical situation; it is one aore step in the direction of the global 
economic planning of the Brazilian economy. The pri.~a1"1 objective of the 
progrD was that of slowing down the monet81"7 expansion, to promote economic 
davelopaent in a climate of price stability and of equilibrium in external 
payments. 

The plan was subsequently transmitted to Congress for approval. The 
House ot Representatives is currently discussing the plan. There is some 
opposition to the program, and :moditioatiom prior to approval are expected 
b.T persons informed on the current Brazilian political situation • 



Office Memorandum 

FROM 

Mr. Bruno Brove~ 

G. Escobar ~ 

oATE,November 14, 1958 TO 

SUBJECT : Brazil--Report for the Week Ended November 82 1958 

The average agi_Q for u.s. dollars has continued to fluctuate in recent weeks, 
and rose to Cr$192.6per U.S. dollar during the week ended November 8, 5.1 per 
cent above the average of the preceding week. According to press accounts, the 
free rate depreciated sligh~ to Cr$138.9 last week. 

The sale of foreign exchange in Rio de Janeiro and SAo Paulo auction markets 
amounted to $1. 7 million and ACI.$1.3 million during the week ended November 8. 
These amounts have been the same since the beginning of September, when the 
previous tota1s were reduced b;y 20 per cent. 

The currency issue increased further to Crt115.4 billion, 3.4 per cent above 
the total at the end of last week. The level of November 8 was Cr$13.4 billion 
above the ceiling of Cr$102 billion proposed for December 1958 (aee EBS/58/25, 
Supp. 3). 

The Government•s cash deficit, as measured by the Treasury•s net position 
at the Bank ot Brazil and the issue of Treasun; bills, declilled slight:cy- to 
Cr$25.1 billion in the week ended November 8 .. :!;I The present level of borrorlng 
exceeds by Cr$5.l billion the Government's target to limit borrmring from all 
sources to Cr$20 billion in 1958. 

y In 1957 Government borrowing understated the cash de.f'icit by about Cr$5 billion; 
during J&nua.17-.August 1958 it has overstated the deficit by about Cr$4.2 billion 
on the average. 



Brazil--Exchange Market 

(In cruzeiros per U.S. dollar) 

Agio per tJSl!/ 
Free 

Market Rate 
{Monthly aver~e) (end of Eeriod) 

1957: December 66.8 90.5 

1958: January 96.1 97.5 
February 113.0 99.5 
March 121.6 106.8 
April 142.2 120.8 
M~ 134.4 122.0 
June 134.3 132.8 
J~ 140.8 134.0 
August 154.8 159.5 
September 196.7 1.56.3 

Week ended: 
1.53.8~ October 4 178.8 

25 18Q.6 144.9~ 

November 1 183.3 131.oY 
8 192.6 138.9~/ 

1/ For Rio de Janeiro and Slo Paulo. 
-g/ New York banks I selling prices for cable transfers on 

Friday of each week. 
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Brazil-Currency Issue and Government Borrowing 

(In billions ot cruzeiroa) 

GovermnenJ! Currency 
End of Period I9S1J8 Borrowin 

19571 December 96.6 36.0 

1958a January 94.0 6.1 
February 94.6 10.9 
March 96.6 13.8 
April 99.1 16.9 
Mq 101.6 19.6 
June 103.4 22.6 
J\icy" 103.4 23.9 
August 104.3y 23.2 
September 108.9. 22.7 ----

Week endeda 
October 4 uo.1 25.4 

25 uo.!i 26.6 ---

November 1 lll.6 25.6 
8 ll5.4 25.1 

Y Treasury position with the Bank of Brazil 
plus issue of Treasury billi. 

Y Data tor September 27. 
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Dear Berculano: 

I v1ah to aclmovledp receipt ot your letters 

ot November 4 and 5, m/DIV'11f/Cw..l9(J/S8 and eta. I£ ... 

DIBAP•9()lf./,a, with data concerning the tiacal.1 credit 

and exabange position of Brazil, ill accordance with the 

agreement between the International Mon.etary Fund and the 

Brazilian Government. 

Sincerely youn, 

Jorge Del Canto 
Director 

Western Hemisphere Department 

Mr, Herculano Borges da Fonseca 
Chete do Departamento 
SU;per1ntendenc1a 4a ?ad.a• do Credito 
Rio de Janeiro, Brazil 

mega 



a. Jacel;Jer 

irwle::S t.~u,as142n ,11~ t,&. n~ 
The. tolla,ihc I ~17 ot t~ ,14bU.~-.Uoa plan· ~r i<).J9 a1eh ft!$ 

~'4 IJV,th~nillt•r or r_ina1109+ a-,. 1'.• to be ~-~ o~• fo't: -~j( . . ' 
the ~po•• .t1f ta• plb 1• to ~'t.f) ~~. a.._10~4t W1 th atahi 11 . ~ 

Du~illt thtl tint r,ari.od .t ~1~ a?Ml WWf~r.t ~oh· ls ' , t,ed. to 
lift IUlt! the -.nd a~ 19S9, -the' pl• •1• 8\. al«;W,.ng !mtn' the J"llfte {nf1 

• a ~~UQ. auio\UJt·. ~te17 .,,,.-._.,i'>1' will ~ .~wt.>i.t in~ ....... 
\htrt.. ~-- 41,et%01DY Ob ,~ Jithoui lln.f~-qw~, _tt. « ~i,11ttr re. 
ad~t,.-~ 1n ea). "U'i~ ~1db •rft I • ' " to ,.,. .. 'M t?i• lf')Sfl !rs l 

ponr ef' th~e ~eame~ ~ ~ 1"P11att~.JS 1'hot1• 11'\c.\O'Mci!! ar. n.«. i .1tt ex­
pe$d tb•t aooe ~ will iGaN~ ~nc fJ\e t,.a~1\1Jm ~°'1 ae th• ~m,ral 

ot ·Jrioe• 1»~ i!1*M.11~. 

f'he ~lizatiqn ~m inwl · the aflot*i•m. , ~"8 bf'. the ~VM'n­
~nt ,5;1!l ffl&ll" bl.: 1o fie~ ()! ~\1~ and •Ndjtt ,,.i, Sunlj.o f.lnanc_ .. , 
( J _,,. · ~ (4) t.la~ or 1»111Mtnta. .Pio att.ri1,J4 i,e •as tn 4hit.1rnst. ""• 
C'JS\.· i)f. ·p-tw~ s~o~ ~ ttl't' f!ot . • in 19'9, --ise ot ~• pn8ral 
uau ~n tha\ thtt ~ns·t ~ ~rr •• 1'1~ w! 1, W l-tJ f.l:ian th• ~ ~·Qt'tts 
derived' fro' ~& lran1J8Ci ' • . 
1 . qurqa,i.·e:;4 c~~ 

a.. ,~· · ·ot tbe ~ey •ho.~ n:o, •eaed CJ( '5.S Wl.ton 
i!tJrin; 1959, tut i.e, 1,; Pff ~9&t' a~• \IJ• aft.1..n,.t«l' t wl r.. ~ll»bor ll, 
195l!. 

t,. ~ QVMMJ i.e!11e ahould. raot ioer,,••· in 19'9. "1' _.e ~ tr$lf. ., 
tiQ.11.o~, tba, l•, ,nmrt l,p. P01" ~ent ,. ~ tha total of. ~l0'/.4 bfl1~6~ 
eati:u.Md tor t~ 611d &!' 195f. 

o, 1M 1'1,RNU• !n 1.be ~.ri-o~o, ~we ie 'Wl\talt.; fJf !'eot&l ~ \be 
a.4nicoU,A\ Dsrpsrt~tf.nt, tb• !l~ok of ~z • f!l~ ~tio"1s fJ/' that 4~.-r•rt-
r.io,:it tt'r"G, tt,,nto~ .~t te 'ti~· ro11o~ ce!U~n 

(lj ~t~~t, afl4 9 r ~ff. >to tbf ~N-..l ~ e!)al) 
n.ot uctiad I r 9 bi,.ljoJa 'b)-' the end qt 19$9, fhio l~ 
1e C\r$2.) ~l:.Ucfl, or 2"l i,,r ~' .•bove tti. .atlG!OtMI :t.etal 
r..- the on1 r>t 19't. 

C 2 ,th. ~u. tht1 c.en-.awt. .,.~ tn tae- · 41f' 
tin.fl! •~.illd t10t ,ti ~Ul.'t ~ itt. elll!f 1:'t 
19". ~. l~l ie U • 7 b.:.l.U<itt, or . · P8!' c)eatt 
e.'9"fe tlle erti Iffl-ud ~tU tHe Gd of 19'8. 
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. 4. la oi"daf t.t,4i. t1li, '"-> ve ~lihp be \'the,~, a ~-,tet 1ri ~~ 
• ·tti~ ered;ttft ilct,sn1ed b7 t~ .de~nw. ot" t~ £auk or Brar.U 

._,~ 1qJ9. The ,list,.r!t, 'b1t<'tp or 1es:9 eAt-11t111 il'f to be ba$ad on the 
·~nt.a,;:o 6iatt1~ti-,n or t.he et:ed.1ts 'f,.tended .,..,. ~ vnr\1:IU'l dtua·rt~l)js 
or t~ 'bk -.r ~rai'1l J1,;rl:tt lsst "1 ~•~.s. 1'1.ow~l"t thtt ~, · . , .- . 
ot · ~~ ltit: lat~try i eYe111pted ~ $.Wf' <:e.il~J ;,_ ht e~ed 
w t'-Jcr.iand more 'tJ',an tlOJ'illa+U' bQotu• ,· "he- J:'I'Md to at'ICetUtt~ t~ .rth 
Qf d'Po?'te ·• 

e. ~ ~'\ ~ the ·3"~ of· l'r.adl , .otrich.1 t.>nt!t-t.11 and to- stew!! 
$tld ?ta.i.ni.Ot.J!lllj'.\1.iJl! l!N ltf\ e~otea tt IDct'eU&J Gf\Y ne,/ \Gnn9 ;,n' be 
li t,~ to the ."l'01tt ;e ~ tut\U'& aJJOrtlza\t~n,1;~ 

t . The QO\t1it. D, Ql'edj t. ei-t.adfd · • tb,e ~antr -, • 8i:'a1\11 to i.o Tt-481GUJ'T 
lf ~t-ed tm be t•ktivc,l,y ~u•ll 'koanee Qr the -~u.n.,,~ redu~,-- 1n . 
tnw t\scal '' t!oU,, tnc: i1eo.t~.1se l~ of tbe d. .. fi~it; h Uj."l',~_t.a to ~ f.i­
Cfiuoed ly l!ftDinfJ,.atiOAB:t"J :llO!!i~" 

«• ln J(driitiou to thft tbt,va eeili~. the !!ldiieoiw\ n~ .,nt; or the 
hI"Jr of. liNdt will .,-er<,~o ~c)fe aw-J,.npnt q,iaU;utt:ve c~n.tro1i! 1.n the 
IJ$leetitm ot ~~en1d. VS~r o.fferod f()t": red'hldeunttng,: flM t~ ~yaent or 
NdbeO\lii.t. arr••u•. The dtse..,uut.i ~f;a .cl1 be- at:.~ ~~Ung no tht 
c~ttoM wbimi ex.lat in \hfl iuOl161 tiwrkeit dt?-r!J,g 1q~4. 

~. ?MJaiQ CMD!t, 

&,. Th& tat.al «•" e,::J*J(lttu~ o! tbo Ftu~l G~t. tor i~.e 
~a\l be 1 at.ad to r(;.1.;g biU19Jti :-- Mb tots: ,,1r·~·1.,·~Ul •n'l 1t~ t 

· •xtra:bud~t•FY apoQd.it\l:re. ,. f.\tid .. - b1ll4~ are ex~i":,\lflm roi- e~ 
r'icW iucNuae ia #ctl•t-le~ r>f ,U'>l1o s 1 qer,s; b~dt-ffltc,.,. flXpel'ld1 tul"e• 
are ~~t!~ted at, CNQj' ' 1llil"l'!I. 

l>. i'he Teotd~ f'.o-1" 1~'9 ~ eaii:naW 4t ,T' 146 bi1l1~~ ot t:i:19 
total rttodptt or r" 1JS 1tt1l1$l are bafr~ on tit• ,~-~ +.a~ ~-,.t'\~1..1-re,, 
and ~ eUJ.icn nl'a G1:r,etft.! ~~ N11Uli tr_Qa (Y!~'-'P8 in t~ >t•x s'tht1~, 
a• .tol.l..o'.lr" : th4 -~~ 1';lt> 14 tw,n i. no~•sed it.te ofAtt te,c ,,a.te# ia er'!, 
)Ul.J.,.•1 1~-.d e~.o-he o.i ~~- tiOt' N.t&"! 4:r.e: tt»ttmted to yie-1& 11.n 
Mdlt!ona.l -0~'7 ~ bi-lU,on .a; OtbftX" d.soella~ 1 :1c:o!'eMQ tn ti\• 
col'lfOt.\.Q~ •::re .1i»,."lt.itt111lt~ •t o~ .. , bUlinn. 

c. 'fltp out> (l!>f~t r blW0n is t.o be ttne~ ~J' b~4t 
Cri4 .Mllion ~,i 'W)e B4nk ot tsra~ ,~ i.h;.1 tn, c~ billion in lNL,lf\,y 
bill•. 

~im.:1»;a .,u,e" an to be 1:)0reeaiMt ·~t- att to r~,atilblt~ 1;he ~rQha~r,r 
~91- of~ ~illue 1ti l,~. 1'b.i.$_ JMJld b$, .• i'fa!P.rt\ 'b6 tbi,.g the 
111111$,.# w&/1.ft a'\ •hi;mt U~$.~OO iti tlit,t..-(!, Dt.e'tri.o\ by tl\e. ~t~inrd.~ or 
19, •• 
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~tt'ieS.al eti\1U.~ :r,h!¢l\ .Je11 t"'8ll- ~m~ tll tlle ~l'tll~ ers, ~~, 
., i.Dol"iUa tll" ~ 6t tbe1J"" L - dui-1.Jle 1'1..59, "n t"Me!" t'o ,1\mtt 

t.heito o,pcb-s\iqg •no.it. Ort'toW e•tit,1~ wh.\et; do no~ aol- thei,.. oervic._ 
to the blie ~o e~°'•cl to :reod.ooa oo41ta in ,,rdr.·t- t(') ~ce· tlu~!r .~eti it, 

1:t 1 -1.Pe ~ ~11 if an otNo' .al ~titf 'P&f \he, l ,~~ 
Of 2,to , it wJmll !\O iflO'rC"l ,. tt. pr-\C.~ Of 1,t. ,--,'V1, 1n t: 

e Wl\~ ~ e,:;~r th~ inOJ' ,llled •«1Ji9nd1. ~ • 

1.,,, ·&J,ma or ;tcrnA!:i 
lt. ls , • os,rp03• aJ the 3t.,hili• .ll'ln pl•?t to l'~""91tiilibrate ihe 'bal.Mco 

of , tmd evitut\ulllf to ~de All ex~ u~lus . ?OI' t.»i1"' r -0St1 
th~ tollo,ril:ig -:.olWea t.?14 ~ .._ ~;it.ed · 

.i. Ondll.41. s!U.int..tlOtQ. ol •oha\ eulwidiel'I, ~ {r.ich a._.,. \~-
(t) fl111;1.nftte t~ r\'tn.ebl ~ti t1l\Ja which is gi.vsn ~ BAI~(!\ ia~ 
~e, and ( 21 df oc,u~e ~rotsn lMU.l'l fOl' J.tn'e;J\cr.ents, tt.e c i vi t-1 
tit ,. ch ta M:\BQ.mo f>lnl1 . "r ~ 1oY pr.~~·~ ot il!l.!"('1?"ttd equipaen:t. 

\}.. .le,a ""2i.eh 4N e~naL,i ~i $te•9~4"1 ~llbu,ld ~ 11,,.anc.,-1 nth 
Wr,eu17 rcn-e®'9S, ratb.er then tkrou.fh ,~.1al ~-~ cm ibe ITJf'PQrt eect,o;r. 

" · eut,4orlse.ttontl ot !lttppliut' (IJr&lit nll li~i.tca4 tc the 
,k.d'1.u~ ~ r_ ~~ and 1-..llll.tti.011 ... ' •rlneJ..Ra • l n v!. at th3 
J~ree voluma ot. Obl1g&t~(lll8 P.11'8~ flB~ t'Cir tbe r~~t .t.hrea ~,.,.. ,t-
i u~ that •J\T I\&• ~. i nt• l)NJ: i\$ ·tl}t,u1d •~t'.l.r.. a~ ~t 1.~ast tJ1t-ee 

~· 
d. l~tutttn& •l'Y ~,M't$. tw aoon()no aevel e~ ~u}I "·d 1 1!'~ 

·r tJt oo~1tt.I ~u bo sub¢tt!ina-t@<l toe tm: an,iJ11bi11t," ,c:, loni·-tertt 
to" ga 1oa'l'l,I '-~ •1 'rll,.t ~ ff.Mnoocf t,h?e., ah~ .. t~rg ttti-'Ji~n loans. 
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• incol:Mi:' 

'for. staiiillr.atioo -plan elabora.ted bY ne f:ini 
~ ba ora~tU'ltad to tht, l <x'll8N' tor a ..rmal, pro 10ae 
'09i l ~ · t, . 

r ot: ir.ebco 
t till ~ 

a . ·the ~rrenay 12 u., is ot to e.aeee,i · 10·, .4 ion .... t 
s re-µr 111~ni. an iuc'.ff;ia.e of Gr • ~Ulion above t.M 'il of 

t~ Jw~ 1ttan(t,,,1 .ar~,ont ' · ,., / 4

1 r • 31 • T 

• 12, 1 

t.111.6 bill' 1 ~.:'l ·-. ~bor l, 15'$8, 11. U ne't'.' - .:1 ni ieo a 
re.auct..: 1 y Grt4.2 bUUor, durin~ o"V&JMr- ~r. The !lruiUan •i. t tifis 

t -t.l~t abnot't:Wl · t1 Olli! 1ch • n. l ll'· • v"luwe ; ~ m,e ur 1 

'8r , · B~1'bsi,ded. 

u• J
0

~ .IOC·l'lc:l) nu. W ie l)~ to 0XCM l , )yS.1 billion by tho ' ttnd Of l' ;, • 
1'1 rt NJ)rliSc"ITrt,.& an 1ncrel13G ot ) . , ~ nent. ~·ow the l wl t · · J il • 

J4TW s d4..-:J .ret!m.lnt , 10 on tmp1'c:e mono:,• 

, issue of C\!l9l'euci 
)ur..t I ;ar'tJJront t 

razil i ts-tlt. 
ooUinp 

ir, 131:"ail is, in l e pa.rt, 
' or i>ank llTa£il 
1 ,o;,,,r t.i<Jns o.i that 

• Re<liscc-,.uits .a.ad Q'tiutr cra~t.<J to ~· o~roial 
billlon eo.d of 19 • • Th..:.lle 'C'A'CJ.ite ~tal,; 

'I 

t 

~i;. .,.w. ~t. ~ st~ . line a lie to ditacQUn~ • .L 'S 

d t,.Q tho COlllll~ial ~rlilkfJ U)' thN{l! dif.(', - ~Q tJ,m• O 

~ranl, 'JDOly, l , d.n da o~1~ , a(! ki-»evia, W1' t 1. an 
on ii .. dim ace4unt. ,l f"e Cl'6ctite Wlfru uot. tQ elfeffd .. an or the ~.,c ot l'!iie 

iilO!lth > • l , th l • ~ ouu at i!nd of t.he :::orruf:~ .u.ir J:,,nt 
of l: 7. 

'lbe !! Bank o! ira.11 to· 
t.h.t !fnd of l.'J'x • "" dllht to~ 

" tbe- cai~ag ~llow:a • 'urther eat?~ 
tne 18ttr. 

. l~l not o,ccce, , 1• .. l . 
• .9 ll - , at . , (If 

J.on oi '-'•·) billion by 

'1'be itravifffl ..and-1 
and 1urdc:J Pali t1ee, an, 

aw C2"tlci1ts bl ~ Bra!il 
eector r not .0 hi.dad 

Pl rta ilie ,n. 

. 

• 
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) . ~JS4l ,[9!&J'.Wa .ct :o~~ia). ~ 

to \he 11l'Ori1ion11t ot tho. &~by ~ut ot J.ui .lat~, 
t,bl Oc:#8~ 1'0Uli.;, on . • ua,;t'Olfe or ll8t'f )Dpsl.ation, .. r , 
batik Naerve nirEuianW th" l.i:tgal ~iaua, and i Cc.clJiier.cid. b~ 
to d*J)o~it.. $0 J*r cent , the c.L1rroat i.9l.C$1e.it in &Jepoe1t.., to leial 1'.'ftSen , 
until t-be ~JW log.u NlftlN& r qu~\i, are e•ti~lie The lilll'd!!ium logal 
r&ecrvae to ,ir · 1se'1 to 12 .D.JW t4 r eei;ih o~ Ume end 
de,poetu i- s.p,aetive~tha old l ma.iiJ\WI i~, 6 :uid 14 cents.. The 
naw • mllltluea t.liO ur~ of <>,t&tn.tns ,9(PJJ'eedonal t,J-proval • 
1 r.a.tiOL1 in ot'd&r to b&'¥8 a ~ etreetjive netNMe~ QI ~oottol alt1 u. , 
it J.a ,rt,ated, it 11!' n~ DOW tb.e intont:lon nf the GQVGn'l!IINnt ~o Ul!le ti.'-4t' nuw 

((,Jl!8 -~·-ly. 

'I. 
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Jleu' Bera111aoo: 

I v1ab to ackllo¥1.edp reoei»t ot 1f1tlr letter 

of OatA>ber 29, '1111,/'111YD/ct..19't/,a, wit.la data .ccmlcermn 

'Uae tieoal, credit ea4 ..,,.... poaitiae ot BruU, 1D 

aoCOl'danoe vitla ta. aa;re1m1 ait betvMn the IDternatioml 

Jorp Dal Canto 
D1reotor 

W.atern Jlelliapbmt llrlrr'IIA"r'l".mM'i+: 

i.. BeroulaDo Barpa da J'onaeca 
Chete do 'Dlme.rtamento 
~Sa da Mr::,eda • do cndito 
R10 4e J .. Sro, Brull 
mcp 

.. 
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NEW YORK TIMES I November 9 I 1958 

-
I 1 Mi.niairY aays t.b&t ..... .ui.e_ 

mi.nbam 1evel,I ,,.. pproved 
in JfIJt. JI06, the e,at Gf)Jvingl 
has ,one uP 43 JIii' ce*'- ·De · 
Lal>W1UNttry .pl.lilt the Ln e. 
sin~ , :WIWI, at 69 
cent. 
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UNREST. 
jRO 

NEW YORK TIMES, November 91 19~8 

bordinatiall of air force offi. tt i.• not fully clear how they Ministry aays that since these! 
'D\W. tlNI ~ al War and au!aa. -.11 ba.nJr.,. minimum levels were proved; 

~e. illlt,itutien9 c!Med a r..-. altIY, 1956, the cos livingJ 

if•rbl! ~cen. -- aome others with loana. ~•stry puts the increase 
~ Ak Mbdltet. weei.. 'ltltt Government bailed baa gone up 43 per ce . Thel 

~ ~«\al-dtMetl ln A1armed by the gTOW\qg ten- ..., J~!W'1. 111116, at 69 per 
. !'M, , C . . Rio, are undtr arrest for signing sion, President Juscelino Kubi· cent. : 

Worsening nom1c ns1s an anti-Lott letter. Sectors of tschek appealed to local govern-/ 
Qenerates Mob Violence th_e political Opposition have ments and to bus~ness lllen on1 tried to turn the inoident into a Thursday to refrain from r,r.is-

-SOn,e Banks Close major crisis, but have thus faring prices and costs until ~ 
failed. mi.Jlimum salaries could be ILP-

Symptomatic of the social sit- proved by Congreaa, po.I)' 
By TAD SZULC uation were ri-Ots in Sao Paulo early next year. 1 

Special to The New YOl't Times. last week. Four demonstrators One immediate result or nis 
RIO DE JANEmo Nov 8- and a policeman were killed and !fPpeal may be a deciDCM by 

.. .e.. - ' • mobs bUrned buses and street Rio de Janeiro's May.or to,dctllly 
J.VU!Jlacinb signs ,of social unrest cars In protest against a one- the 50 per cent increase Ill the' 
are gathering like dark clouds cent increase in fares. city's street car fai-es Um wo 
over Brazil's tropical spring- Early this week the crowds planned for next week. 
time. clashed with policemen in Belo While there is some evt&leaft 

They ate generated · by the Horizonte, ~pital of Minas that unrest is often inspiall IJy 
\\'Orsening economic crisis and Gerais State, during a demon- certain political groupll=-,-JIIIA1f." 

pecially by a new and sharp stration against high prices. In obsrevers say the Cqmmunist 
und of price rises that may Fortaleza, capital of the north- party is provoking Incidents-it 
ng the increase In the cost of eastern drought-plagued State is undeniable th&t, the Brazilian 
Ing for this year to nearly of Ceara, similar incidents oc- worker faces growing dittlcul-
per cent. The people are ex- curred this week. ties in making ends meet. 

essing their discontent in vio- Thursday night in Floriano- The minimum monthly "1a,ry 
ence. polis, capital of the southwest- in Sao Paulo is 3,900 e"*iros 

The Government has run into ern Santa Catatina State, thirty- and in Rio it is 3,800 cruBl!iro . 
dif..flcW.ties with Conass over one clemonstratora were injured It is about $27 at the 
the approftl of ~llleaaures ti,' the po ce as they rioted fr• market rate. 
needed to lwllllriJeiit Jb two- ~crease ~ power ir-. ot thousands of ~-
:i_ear 1tabi1!4llillft plan. · zlDlait earn considerably motie 
~ Its problems, the regime Thete have been runa 1111a Oda. but pther tea, et 
week ha.d tQ cope with the mass banks 1~ some cities, al di\_ ndl. The Efitiufce 



COPY -
The Managing Director 

o •. ~aranagua /e/ 

November 7, 1958 

lfith refe?'.9D,ce to paragraph S or the letter, dated Kay 26, 19S8, 
from the Minister of Finance of Brazil, annexed to the Stand-by' Agreement 
ot June 21 1958, am relating to sttppliers credit, I wish to olarif)' t}ie 
concept or supplie.n cre~t for the purpose ot implementing the commit­
ment undertaken in the above mentioned paragraph: 

"It is understood ·w.auppliera c~it the f'~ncing received 
by importers residing in Brasil, with terms not lees than 12 
months and not higher t~ seven years.• 

I think that was the. definition of suppliers credit the Staff had 
in mind during the n,g9tiat;on11 9f the Brazilian Stand-by credit. 
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Office Memorandum 

TO , Mr. Del Canto DATE: November 7 I 1958 

FROM , B. Brovedani 

SUBJECT I Suppliers ' Credit 

As you had suggested, I got 1n touch yesterday with International Bank 
economists 1n order to arrive at a satistaotory definition of the term "suppliers' 
credit" used 1D our stand-by agreement with Brazil 1n one of the Brazilian commit­
ments. 

I met with Mr• Gerald Alter and Mr. Mirray Ross of the Western Hemisphere 
Department and tried to reach a satisfactory definition :from the viewpoint of the 
IBRD, where there is concern that Brazil my be induced by the di:f:ficul.t pa.Jm;ents 
position to incur excessive medium-term indebtedness. 

SUMOC grants registration to all transactions which result in a future burden 
on the balance of payments and it becomes necessary :for the enforcement of the 
stand-by requirement to proVide a definition which is not ambiguous a.nd which leaves 
little scope tor doubt in the implementation and in the calculation ot the am:,unt 
outstanding at the end of 1957. ln this respect the Tnte:rnational Bank al.ready 
calculated this amount and would be willing to transmit this in:formtion to the 
Fu.nd on request. The definition tentativel.7 adopted at the meeting is as follows: 

"Suppliers' credit is credit involv1.Dg a :fiXed contractual repayment 
obligation in :foreign currencies on medium-term (1-7 years, inclusive) 
used for the direct :financing of exports to Brazil. Creditor is frequently 
supplier ot goods, but may be commercial bank or government institution. 
Credit my or my not be guaranteed by Brazilian Government or agency 
thereof." 

'l'hfsde:finition excludes short-term and long-term credit transactions, i.e., all 
credit with maturities ot less than one year or· of m::>re than seven years. Some 
investments whfch may be registered by SUMOC and my appear similar in nature to 
lending operations are excluded if no f'ixed contractual repayments are involved. 
Lending :for the f';l.nancing of transactions ditterent from export trade, as :for 
instance some refi.Dancing operatioll81 are also excluded by definition from the 
concept of suppliers' credit. It was important to atate that in many cases a 
Government banking institution, as the Ex:port-Iq,ort Bank in the United states is 
the lender and not necesarrily only the exporters. The borrowers can, in some cases, 
be non':"Brazilian residenta 1o and the credit is included in the definition so long 
as SUMOC accepts registration. Government guarantee of the credit is not essential 
and a substantial proportion of these suppliers' credits of Brazil are not guaranteed. 

cc: Messrs: D. Finch 
J. Woodley 

I 
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1957: Dec. 

1958: Jan. 
Feb. 
Mar. 
Apr. 
Mly 
June 
July 
August 
September 

Week ended: 

October 4 
11 
18 
25 

November 1 

Brazil--Exchango Market 

(In cruzeiros per U. So dollar ) 

· Agio f'or 
US$]/ 

(Mont~ average) 

66.8 

96.1 
113.0 
121 .. 6 
142.2 
134.4 
134.3 
140.8 
154.8 

196.7 

178.8 
188.4 
197.9 
187.6 
18.3.3 

Free 
r,arket Rate 

(end of period) 

90o5 

97o5 
99.5 

106~8 
120.,8 
12200 
13208 
134.0 
159.5 
156 • .3 

153.8 2/. 
144.9V. 
144.9 z/. 
144.9 Y 
137.0 Y 

i7 orR.io de Janeiro and Sao Paulo. 
1/ New York Banks' selling prices for cable transfers on Friday of each 

week. 



Brazil--Currenoy Issue and Government Borrowing 

nd of Period 

1957: December 

1958: January 
February 
M9.rch 
April 
May 
June 
July 
August 

September 

Week ended: 
October 4 

11 
18 
25 

Nove~ber 1 

(In billions of cruzeiros) 

Currency 
Issue 

96.6 

94.0 
94.6 
96.6 
99.1 

101.6 
103.4 
103.4 
104·3 
108.9 2,/ 

· 110. 1 
110.4 
110.4 
ll0.4 
lll.6 

Gove~ntl/ 
Borrowing 

36.0 

6.1 
10.9 
13.8 
16.9 
19.6 
22.6 
23.9 
23.2 

22.7 

25. 4 
26 .6 
26.4 
26.6 
25.6 

]:/ Treasury position with the Bank of Brazil plus issue of 
Treasury bills. 

2,/ Data for September 27 
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1957: Deo. 

1958: Jan. 
Feb. 
Mar. 
Apr. 
Mly 
June 
July 
August 
S.pteaber 

Week ended: 

October 4 
11 
18 2, 

llovembar 1 

Brazil~Exchange Market 

(In cruzeiros per u. So dollar) 

Agio f or F:l"Ge 
· US$ )/ Mirket Rate 

. (Moe,tpg: a;varage) . (end of ~riod) 

66.8 

96,1 
11300 
121 .. 6 
142.2 
134.4 
134.3 
140.8 
154.8 

196.7 

178.8 
188.4 
197.9 
l.8'7.6 
183.3 

97o5 
99.5 

10608 
120.,8 
12200 
132,8 
134,,0 
159,5 
1'6.3 

<:)f!
1 

Rio de Janeiro and Sao Paulo .. 
ev York Banks' selling prices for cable transfers on Friday or each 

week. 



Brazil--Currenoy Issue and Goveroment Borrowing 

Etld of Period 
II§ 

1957: December 

1958: January 
February 
March 
April 
May 
June 
July 
August 

September 

Week ended: 
October 4 

11 
18 
25 

November 1 

(In billions of cruzeiros) 

Currency 
Issue 

96.6 

94.0 
94,6 
96,6 
99.1 

101.6 
10.3.4 
10.3.4 
104 • .3 
108.9 Z/ 

110.1 
110.4 
110.4 
110.4 
111.6 

Governmen,1/ 
Borrow!~ -

.36.0 

6.1 
10,9 
1.3.8 
16.9 
19,6 
22.6 
2.3.9 
2.3.2 
'2.7 

];/ Treasury position with the Bank of Brazil plus issue of 
Treasury bills. 

1,/ Data tor Septe r 'Z7 



COi Mr. Coe.baa 
Mr. Del Caato 
Ir. Friedllu& 

Nr. Gold 

CIDnlmo16 
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Tbe foll.cllr1ilc b • ., tbt •te111s&Uon pl.-
8Ntl111an aatborits.ea tor us,. 

•• llm"IN:n, npplJ' aboa.14 not IRHld. JttJS.S b1111oa 
1· r: ••'1aa'llld total 31, 

l9S9 L7&QA than 10.S 
101 .ii "nuoa, •t.t· 

1) 

-.at et credit eftMllld bf tba ot ,,...-............. 'le the flre.11u, 
ftla\l~ ....U bee-• 'Ula aaUoi ta tbl 

beoaw pan tht dltftol tinaoed t,r 

A IL 
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I• In &Glit.ion to t.ba abOYe oei.Unp, the B8di1c0Ullt ».part..nt ot the 
Ban1c of Brasil will earcise aore 1triq9nt qllAlitat.in control.a in the Nleo\1.on 
of c-roial paper ottend tor nd11001111Unc, and t.ha ,.,...tot ndiaoowat 
arrear, . The diaoO\lllt rate w1ll be chaapd dllpend1nc on t.he <m4S."°811 whioh 
met. 1n \ha aonq marat ari.nc 19$9. 

2. Public finance 

a. Bnditve,. Total Pih apenditures tor 19S9 
to crtl58 ffon, u tollona 

l be limited 

(1) Total badpt upeadituna 

(2) lxtrab-4getaf7 expenditure• (arrears, 
apNial funds, otbar expendit11N1, 
and diebunemente to atatea and 
amd.o1palitie1) 

(3) IQendi tves re la tin& to the eal.ari•• 
ot public uployeea and. reclaaeiti­
catlon of joba 

(1) Baaed on pn1ent tax s\nctve 

(2) l:lpectecl peld troll increueci incOlllt 
ta rate, 

(3) lxpect.ed yield fl"Oll 1noreaeed e.xciae 
and etaap ta rat.ea 

(1') other ineHU•• in tax aoU.otiou 

C lJ5 bUlion 

oztl5 billion 

pzti billion 

Cr$1S8 billion 

at CJ1148 bill1•, 

Ol$U!I billion 

Cr 5 billion 

crt1.s billion 

C o._s billion 

Cr 148.0 billion 

c. Cuh detic1t. Tba total cuh dlticit u expected to be cztlD b.il11oa, 
and rill be .tinanced as follon1 Crl6 billion will be tinuced "1' the iane ot 
fftuv:, b1U.J Crt!i Dillion will be financed by 1lllffwSag tra the Bank ot 
Brull. 

3. •ae pol1c1 

With ngard to otticial entitiH which current]Jr runnSaa a datioit, 
it 1• recoaandlld that, thoee which aell tbltr services to the POile increue 
the priou ot these Nnicea cbll'ing 19S9, 1n uch " :y as to c...- a large 
part ot their dlltiolt. otticial entitiea wld.ch do not eel l their Ml"Yic•• te 
t.bll publlo are a:peoted to reduce 001"8 in _.der to reduce their ..iioit,. 

T 



, -' -
1, ta alao nooamendad ta.at U an ottioial. etiV ftUff ealariee ot 

1'8 ellPl(WMe, 1\ •hall al.so 1.Dlreue the pn•• ot 1-. 8U'rie 1a nab a..,. 
q to C9ftl' iacn ... d upendl'11ree. 

t.. Balaao1 ot P!P!!'-

It 1a the P\lr'PON ot the atabiliution plan to ~ t.111 balance 
of ,._ .. , and ftnteell1' to pl'Od9oe an upcll'' a-,J.u. c:i1r t.hia P1ll'PON tbe 
follot polio!• are to be &depte41 

a. GraclUl .:JtainaUon ~ ••baace aumicli•, 1n •111h , u \o 
( a) •11 w1 an. tm artifle1al etimll'U wh1cah 1a liffll '° oertain hlporled goocll, 
and <•> d1aocnlft&8 tonip loana tor ilmt1-.ta, t.- ~Yi.V of Which 1a 
,...Olllble oal;v beoaue ot tlMI lair price• ot iaporied 

It. Sulidiea whiob are oo•ldeftd DICU8U'J' ahnld t with 
""'9ta17 revenue, retblr tllan thrwgh ~ t.ma Oil \ha ..,.. Netor. 

•. Lilli t naw aaihori.llat.iana for uiport.a !1naaoetl 
ONclita. la 'fi• of t.ba Yol.ua ot eblip\10nl ~ 
tbrM ,-an, 1, u •aed tut -, new npp~ n• cndlta 
at l.eu\ three ,.an. 

· aup l.len• 
t fur thll Md 

ul mature an.r 

de InlUaUJI& aay proJeote tor eoanom.c dffel.,..a\ which DINd a 1aq9 
UMNDt ot oaplt&l •hill be anabordinated to the nailab111t7 of leltr•N toretp 
low and ll&y no\ be fSIINIMd ~ tdlaln-t.ra tONlp 1 • 



OFFICIAL -
FOR PREPARING OFFICER 

0 Nitht Letter 

D 0Nh11,y 

xu) Cecle 

SPliCIAL INSTRUCTIONS 

• 

AUTMORIZA TION 

Sian•h11• 

- -v 
Second Si9111ture \l'h111 R.ci11irecl 

FOR CODE ROOM 
Ti"'t ReceiYed llt,0 Ml 
n- Di1p1tch.d · D en ffl 
"'-.. , .~ Word, lJ 
..ot---~~-

Ro11l• ____ _.-W-_......,. __ 
o,.,.m __, __ • _· -· _·_a_;;;.... __ ,_·_ 

OUTGOING MESSAGE OFF,ICIAL 

INTERNATIONAL MONETARY FUND 

WASHINGTON 25, 0 .C. 

Di,.,. u 
ChuWt• "1e pv.nunt. to Art1ole Y, Section S(c) 

tor ,erlo4. ende4l October 31, 1958 asJlmt 11o 8,aJ, • .JJ7 tro, 

owices o~ t1mt 8"14, drlcie &irwa1le4 to4q. 1.'M" obupa 

&re Jq&lSle vithla YJ tqe troa c!at.. of cable. 

!eat lo. 

DO NOT TYPE BELOW THIS LINE 

ooi Dep. lg. Diro 
Vr . Paranegua 
W1ID 
SEC 



' . 

4 •• 

.,41! 

. ,-.~ 
. . 

j 

November l, 1958 

I am enclosing a Statement of Charges aboYiDg t.Ae 
emcunt due to the 1\lnd l,J' Brull pursuant to Article Y, 
S.ction 8( c) of tbe 1u.ncl Agreement tbr the per1o4 ended 
October 31, l:;58 • 

'l'he total of tl:ae charge& &le tor th1a period aB>UDts to 
-8,2~.3Y7 troy ounces of 1'1ne gold. It would be appreciated 
if you V'O'llld aciviso ~ Jund at w:i early date reprd:1.lag the 
arr1111pMllts ma.de for the payment of these chargee. 

' Accorcllng to the. 7\md'a records, the quantitJ of gold 
Jleld as ot October lJ.:,. 1958 by the P'Wld under e&r111&rk tor 
Brazil in teru ot seet1on 1-1 of tDe J'u.nd.'s i:m.les and 
fteaw.atioaa aa)Ullte4 to _2.237 fine ouncea, vhich, ot courae, 
sq~ applied. tow..rda t,be: ~t of the c.harges referred to 
above. 

. ' . . 

, . . .. 

Sincerely )'OUra, 

' . ~ 
y. c. Koo 
Treasurer 

Su.;penntelldecia .da Moeda e do Credito 
~ Aftnida.Rio Br'°co 
'f aw1ar . 
Rio 4e Janeiro, BrazU 

l DLLechli ter / al ·I-/ _ 
Octo~r 20/',8 · 

L~ 

Dep Mg. D • 
l,fr F nag\ 'l 
l'l'HD 
SEC 
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International Monetary Fund 

W ashiugton, D. C. 

·statement of Charges 
Pursuant to Article V, Section 8(c) and (d) of the Fund Agreement 

for Period Ending 31, w,8 

Calculation of Average Daily Balance of Fupd's Holdings 
of Member's Currency in Excess of Quota 

•t 3, •quala ~,28,~?1'.286 fhe CUAC .. ) 

Date 

Fund I s Holdings 

Equivalent in Gold 

Holdings in Excess 
of Member 's Quota 

In lrait111an 
CruseiNNI 

Cruseil'ot In Fine Ounces No. of 
Days trn ~ &ffcf s) 

~ 
30 
Jl 

Average Daily 
Balance in 

Excess of Quota 

Month (In Fine Ounces) 

Calculation of Charges for the Period on the above Excess Ho~dings 

Excess Holdings, 
Date of Inception 

of Segment 

by Segments 
Amount 

In Fine Ounces 

• « • C&L I ''JIC:PICI: 

Rate of Charges Leviable Total Charge 
Per Segment 
(Fine Ounces) 



INTE:.RNATIONAL MONETARY FUND 

... CDebnn: 

. Toa 11117, WSeh to fVI w4 tllll 
" · 1,1 eon to 11r. ~ • 

.. 

G. A. Costanzo 



.-

*'· . 11Dlall 

a. laoobar 

TIie ••nae 11&1 to,: 11 .s. clollan tliol1M4 \o 
la•t vettlt, 10., NJ.ow the 8ftN.. pftCIN 
p,es• tile hwe nt• Nlllial4 at 144.9 
pn•d .... 

187.6 per 
weir. Quunu..L 

4ollar ae la 

\be o ll1o Rio de I) •rb\a 
1.:, mU.11 dllriaa the wet •n4ecl Oet.obtl' 25. 

of -, vheD \hi 

GOtttnMnt'• eaeb •~it, as -•UNCl l,J' tt.e ur•• •' poaltioa 
or n11l · the 1••• ot bllle. rose ~ly to 6.6 

bUlion n wek •1.ldN Oot.obea- 2S.J/ Tbe ,reaeu 1..,.1 of eXOffda 
6.6 billion the enrnr.wd'• t to lialt boftowia, fNlll all •ouree• 
20 h 1o 1 19'0• 
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Brazil--Currenoy Issue and Government Borrowing 

End of Period 

1957: December 

1958: January 
February 
M9.rch 
April 
May 
June 
July 
August 
September 

Week ended: 
obe• 4 

11 
18 2, 

(In billions of cruzeiros) 

Currency 
Issue 

96.6 

94.0 
94.6 
96.6 
99.1 

101.6 
103.4 
103.4 
104.3 
l~.,i/': 

uo.1 
110-4 
110-4 
ll0-4 

Government 
Borrowing 1/ 

36.o 

6.1 
10.9 
13.8 
16.9 
19.6 
22,6 
23.9 
23.2 
22.7 

1/ Treasury position with the Bank of Brazil plus issue of 
- Treasury bills. 
JI Data tor September 'r/. 
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1957: Deco 

1958: Jan. 
Feb. 
Mar. 
Apr. 
Mly 
June 
July 
August 
S.ptaber 

Week ended: 
October 4 

11 
lS 2, 

Brazil--Exchango Market 

(In cruzeiros per u. S o dollar) 

Agio for 
US$ l/ 

(Monthly average) 

66.8 

96.1 
11300 
121.6 
142.2 
134.4 
134.3 
140.s 
154.s 
196.'7 

Free 
M:irket Rate 

(end of period) 

90.5 

97o5 
99~5 

106.,8 
12008 
122.0 
132.t8 
134,,0 
159.5 
156.J 

l/ For Rio de Janeiro and Sao Paulo. 
y New York Banks• selling prices for cable transfers on Friday of each 

week. 

• 
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Sire 

Thia vill aalmovledge and tbu.k 7011 for ,oa.r lettff 

or Ootober 14, 19'8 adV1•1n& the Fund ot the •J 11ointment. 

or Dr. Joa• Garrido Ton-ea as Alt•rn&.te Qov rnor of the 

Mr. Nibio Poltran 
Aot1Ag l'tncutive Dinctor 
S\lpe.1'1Dtendenc1A ·da Noed 

e do Credito 
120 Av.nida R1o BX'nco, 90 andar 
Rio de Janeiro, Braall 

~ t\ (\. LGouriou; lr• t2 
UVV.\ 10/28/SS I,_ /.1 ' 

Very tl'uly youra, 

' I , 

ROl'Allil t. Horne 
S.cretary 

CC: Mgo Diro 
Dep. Mg. Dir,. 
Mr O Paranagua 
WHO 
SEC 



., 
; 

OCT 9 l 795 

Dear Dr. Torreas 

Cc bebalt ot the ~xecn1tive Directors &nd staff, I wish 

to welooae )"OU into the lntemationa.l Mooetal')' Fund ae lltemate 

Qoyemor for Brazil. 

Sincerel.7 7ours, 

H. Merl• Coch.ran 
Acting Managing l)irector 

Dr. Joee 0aIT1do Torres 
Alternate Governor or t.ho Int.erne.t.ional 

Montr\ar, !'wld for Braail 
S.perintendenoia da 10eda e do Credito 
120 Avenida Rio Dranco• 90 "ndar 
Rio de Janeiro, Brazil 

cc: Mg. Diro 
Dep. Mgo Diro 
Mr. l'arano.gua 
WHO 
SEO 



Office Memorandum 

Mr. C. David Finch oAri., October 29, 1958 

FROM G. Escobar p- . 
SUBJI.CT : Brazil- -Current Fiscal and Monetary Position With Respect 

jo Proposed Ceilings 

The ceilings proposed by Brazil in EBS/58/25, Supplement 3, are shown below 
in the left- hand column; the current position with respect to these ceilings is 
shown at the right. 

A. Monet ary Ceilings Current Position 

1. At the end of 1957, Bank of Brazil 
credit to the private nonbanld.ng 
sector was Cr$91. 8 billion. The 

1. Bank of Brazil credit to the 
private nonbanking sector is 
subject to a graduated ceiling 
so that by the end of 1958 
these credits will be only 5 
per cent above the end of 1957 
level. 

A-,-"" ceiling for December 1958 is Cv1qt,H J,,t /;611 , Pu 
~ ,_,_,,s~~s Cr$104.8 billion, Cr$8.4 billion 

above the December ceiling. 

2. Bank of Brazil credit to states 
and municipalities will be limi­
ted to the level outstanding at 
the end of 1957. 

3. '!be level of Bank of Brazil re­
discounts and otmr credits to 
commercial ba.aks shall not ex­
ceed as of the end of each month 
in 1958 the level outst4I).ding as 
of the end of the corresponding 
month of 1957. 

4. The currency issue was not to 
exceed Cr$102 billion at BXry' 
time in the second half of 1958 . 

B. Fiscal Ceilings 

1. 'lbe government cash deficit should 
not exceed Cr$20 billion in 1958. 

2. Credit to states and municipalities 
was Cr$J.h. 3 billion at the end of 
1957; it was Cr$13. 7 billion at 
the end of August, Cr$0.6 billion 
below the ceiling. 

3. Rediscounts and other credits to 
commercial banks have been above 
the ceiling in July and August. 
At the end of August these credits 
totaled Cr$16.2 billion, Cr$1. 7 
billion above the ceiling. 

4. Ofl October 18 the currency issue 
was Cr$ll0.4 billion, Cr$8.4 billion 
above the ceiling. 

Current Fiscal Position 

1. On October 1B, the cash deficit was 
Cr$26. 4 billion.1;/This level is 
Cr$6. 4 billion above the ceiling, and 
represents an annual rate of about 
Cr$32 billion. 

,!/ '!be cash deficit cis measured by the Treasury• s net position at the Bank of Brazil 
plus the issue of Treasury notes . During January-August 1958, Government borrowing 
has overstated the deficit by Cr$4. 2 billion on the average . 
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, ,-an ~k ,ia-. la • ell•\e ot tllf'la\iea 
aad ot eNdit ..-1-. wi\b a n\e t4 Jll"1• l'iae • .,. l per •• 
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~1oi,cr..1. la o,uaine dolla•, .... ~ JU' CNld lfJ57, 
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& leftl alMNt Po ._, ' It-AD \be ......... 

--~ iad1oaW 
aeat pn ,-r. The s.... 

1 the '" 1tald.ll\1 
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aries.a; haa \be ~l dlaecpdll • ......_ 19">/'4, and \e tM n-
oonatlw\ioa ot tonip ..... bala-.. ot tJle ~17 authoi(U.•, wblah 
rose bJ 200 ld.11.lon. 

Dutnc 19'7, and le aa ewn gnaw~ in~ Cll'ft"4l11' ,-., ladl 
ta _ taoecl wlUa a -~- ra,-nta .i.1a, _ow1111 ,. t.be d~oa\ioa it 
the Un et lte •111 apol'b la t.lle woaalAI ~. l .... 1 noetpu hall 
-~ ot oott .. , ooooa •1111 oo\\on deollmd. trea abcu\ tl, 1 alllioa, on 
an &ftlll .. , ""'1.,,,,n.t..56 _ la 19'7J duri~ tin\..b&.lt-. 
et 19'8 thee• ellJ)0"8 ani.."11 oa.t a\ an Jiate ot o 17 7,s ·111.11'.1on • 

• tt .. el'OPII or the 1.u, ,_ acriollltunl ,.... were 'N!l7 I --

exo•• of ,wtpar\a and ot .,...,10 oa. eooa1111latio11 eott• 
la .u, earl \lie ,-.obltll ot \heir thinoillll now eomt1'81M om of 

the aon 1apwlan illtualil sa,,bl tao Oon!'IIMM. one ballll 
l prlON te• tt• Mft ••keiell tlle n\effll p1JJ141da pos1\1o ot 

11 a!Wi \ tl'IIIUlJII .. ,...1auoa e,t n'\ee tu •3or- nporu anc1 tor n m,..,. •• 

oonet.i _ rin el__.. of 8'ftlla. >a o\bnt band, of 
111ft18-..U et \be ~ ·NqUU'III powiD& NBOUNU · flNip a• 
obanp an4 la looal l'l'M07, am ita nNlltion nnlta la ntdat a\nim 
alld ettw1- oa Ooft D\' tl•oal . • 

IIISd-19'8 the dl!aa authorl\1• diHllasc with ta 
a,ioa, d•11J11d t,j IU"Nllt. \be Mnatal'J' Oil 'bJ' 

U• ehiet , i.e. the th•l detlol I Ofticlit expaml a &1111 
•• lllll'p1,aa. !be JrOPU wu aoe•panled 1'., \Ile w"'°loa ~ meU1UU 
\o •1aP1~ tale ranllan nee .,.... 

The econo J1l'OIIU !ndi•-4 to the fwd at tbe , of \tie 
l••t111 to ataad-'b.r acre...rat u NriHd <•.. / > ..uw-11:n, 
aa ap.'°'94ate •U•t.e ot the Braalllaa pa,-nta pp la •1111 ,ct 
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te :J/6.ff 111.llloa 1dla Np. 111"1' "n \t' ONP I.I \e be re-
taiJaeCI, and lll1on bap t. exporlell. Ten per oen .r 
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ld.llioaJ ..,.,....._ balariN of ,.,...._ J.oa• 
lllllloa --1d '- •61414 •*i \he ~ 

ld.lllon. 

'l'a'l>le 1 bel" \lie~ '- '- •urtA1\•, 4etlnld • ..,., t~ 
bait of 19'8, ~nd with U. aetul dat.a. \he r1 , 

,l'lf'l!"rva1at.t ud aane.aol• • 

.,..Sl ......... Tn1•9'1o• 1• \he ottt.tdal 
..... J/ (fin\ bllll ot 1958) 

(la at.US.OIIII · et • ·• deUan 

,.,, 1,, 145 

.,r, -J29 -:w 

_,, _,. 

The ra,-u Mt1 1upr III tM tint ball 19'8 thu ,tae 
Bradl.t.aa tutborlU• bllcl •tt..W J.ut J1117, 1J1.r ,JI ldl11on.. n. d.ti41\ 
111 ....,.,...,bla OUft'elld• aa ldllJ.oe ~ wltla an •tl..W 
lllllloa. 

taltl• Ml.ow alaoa \be ooapanble on au ......- '"-""aelloal 
the r111nt. ,.._, vuaollom wi\b tbe bllat.Nl aeooa,at. .... &N alH 

lnelwle4, •• tile _total.a tw tbe tin~ half' of 19'8 are tiaa• the 
aao1iala •boa 1a fable 1.. , ~-, t.l'UlllaoU•• ¥1atefal 
....... &Nall 11ft NUab17 , the 4etS tOI' tbe t1 halt et 1958 
ilt 1 lllllloa ~ t.han la Tal,J.e 1. •otual nalll.te) . 
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a. IllpOJ'\ pa,--. ..J.,124 

c. "1.oea, nn -1JI 

~. V 
/1>1 

JI ,.._ ..... .,. .. - ot pl1lleni8 1 .... an aolaMd 

arrn~•n to 

-183 

l70lt • clNl.1-
l!IOftUe lD 

DJl9l'U 
~ 

19'7 to 
l"NlllW f"8 the larae 

r.. 132 111111-. .... 
T'dM or• 

1 ~ ,,;.~.~"~ 

r th a.-,~ ha tha dl1a11 au\bori.ti• N'\laW a 
•detl.U'! ot alllloa, ot llbloh ld.Ulon 1a 1a oomv\tltle oaz,wl• 
am 2' allllon , ...-e1. (.,. ale below). .._l 
Widt ftW the tl:rn r la · \be •ted "cletlllt" \lie INtCload 

t the n.-.all 4ettet, r.- 195' •n 1Nt plaoed a\ 11111 aoa-
:m. ... 11111 will an ..S.ihal ttan. lil.lllea. 

1, la 1Mul wbetller 
·119',I~ laalt 19'8, ta ....... 1-.i. 

Up\ ot ...... u.11111 . 
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Table • liaanoS et the &nenal "'a,-.1 Det:le1\ 

• 
w•n alao WMd. 

(Ia 111911r. of •• ~ellan} 

:n., 
87. 

·.o 

"·' 

be n.~11 pp the b&J.aaoe et ~au tor 19,s, .. ,1.,ec1. •' , 
111111oa, would 1.....,. .,1a\ed ~ · atllioa, 1t • aewal ... 111u 
tw the fitn blllt of the ,-ar, l'lltiiMr t.baa ~ •teat are ubn ! ...... 

Oft 
llff1Ye4 ,, •• tollowaa 

tor 19'8 ot lll la 



' 

-9-

9vJ:eat U 777 

(a) C11l"'.Nn\ ....,ipu 424 
{la) Cwren 19,-ta -4'2 
(•) ital -ii.z :121 

;,Jet -160 ..:96 -av, 

illtlN 8' flJMPI ikN 

fl) MJilnbue .-22., .. 71., 
til 

b-lli -11., -4S.6 
-1.8 -n., 

arreara .19,2 

-

l;. 

2. 

). • • baa, 11nea oNicli' 16.5 

4. llllllano.. "· ,. ( ) JI ?5,g 
fetal JOJ .. , 



• 10 • 

11an) 

01"09 lnt.1"1111\t 
m 61Jr .m ~ Mia ""' JU "61 

Gold m ,21 32-' ,2, 324 '" J24 325 

lenlp ..... .ala 19 .Zia la/a 111 al :fl .w 
e • • dollan I/ l8 ,. 24 • 25 ' ' Ul lff D 1 12, JJ u, 

~ Inel114• a -11 uean\ Sn•,.._ 

19'8 _.,.,, ens. \11.e Pl"l• 
1.eftl ... 0 - ........... '' 'W101tl&II ...... -... ,. • . , ... t1rn halt of 19'8 -
1'ffellDN wn a'boll, ,., ,... ...t v.a ar1111 the ttrat halt et 19'7, 
-. deftett ... t:r.. abaat. C •16 te • 5 'blllloa, ae ellowa 1ra 
Table llel•. 
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Table I. The Piaeal Peei\lon (19'1/'8) 

(;r, la&JJlm eC mr1re1 

....... J2.0 42.6 

btpentt1t.uftll -,e,t -,i,1 
., detlolt .. .. .... , 

............ ..,. ....... 1-... ... , .... 
Pll,-ate flf •12!,-0VU .1,9· -,,z 

olal -1,.9 ., 

JJ.1 

la.. 
21.1 

39.7 

.a.% 
18.9 

tJle deftol\ l"OH froa •' 
billion "'·' 'btllloa t the tint 
halt ot 19'1. . ietarJ' ape • 1.noludlac actiitlonal 
A l'\1'"°"fTflll.t,f ,,-.r .. and pa,-ma et the ... .,.... ... , iMNaHd fNa 

. • ) bUlS.oa lU ld.llloa • 

T1ae deflot, f• the nr., ball of wu tlnallNII la JNW' bJ the 
1 or ,... • .., aotee to •o•:malal bam U.4 ldll ) a tOJt the 
NII\ 1lf' lie\ fflJIOH of tba tank ot tNJdl (a•I 7.1 • LoaD9 
of \he of b&.U t.e the Tnu U!'T Wl•te addllional llet'iel\a et 

~1.J Jill , --17, , 'bilU.oa l '8pat, and blllln ta 
SeJ,\lllllR. 

11ona11,. tbeN 1• a proaou ... lftOfta•• of npencli tul"N durtq \he 
iae, ~,_. aacl a •-onal ,. \be ftftettt la lffl 

' delloit fl•..Sa, b7 tbe hadl aaounted \o aboll\ r ,23 ldllloa 
la the Jul q•J'tin' ~ \he J'NI'• Tba 1, appeen ft17 dttf't•l\ te llall 
the .s.nes., tr,r 1,, '4t \be lewl ot laat. lae, aa NC111ind the ai.aD!l-
bJ .w..,. 
( •) %b• •barH't11 gt TID'PW 

....._ 19'8 wre •tlllated at, ,lJO MlliOllJ ...,..._., an 
UM1•Uo11 of ••llable data S...U•te • 'lOl"Wall abal&\ 

ldlllon bJ ibe eftll the eel ,-•• 

n\lo -'-- tax aolleetiona tor the .I'll\ bllt 19"1 and 
total •ll•llona 'J'7 ,4 Jm' MDIJ lt • · l'dio ta appllei. \o 
the aul'Nd ,-. 41.ta, •t.l•te ot bUlloa the "'11 ,-r 
19'8 h oblllillld. 
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!able 9 lllelow OOll'P'l"N •Ua•• t• n.,._twelftllll ot the total 
...._ wi'll ~ anal Nftlu 111 ~/fa:,, aal •• that t• 
a IJ'CIGP taall llhleb ahMtld n~ adfu' le J'ia• la the Pl'i• 
lna1,. ..UH\iou wen 2J r-r ND\ 1•• than ·•W, tar • 
IN'lJI et-.. leN Hl,...iw rltla\ten, the, "tffe ·e7 NIii 
bel• ••lal'-8. 

Bmmer 

Oma, JI 

Tahle • 

co • .....-1. 1aa 
S\aptu eu,-... 
!l8oellaneoua 

'Ppoftu 

otal 

QEPYR I 
lnooae -.a 
lecruoloS.• 
Ml latate t.a .. 
Jx1NOl'd111117 lno••• 
T~l 

Onnd '-'al 

116.1 ,., 
••• ~4 1., 
l,l 

JJ,7 

u., .. 
1.2 

..iJ 

.itW 

'4.1 

kt: C} . 

U.,6 -1,., ,., ... , ,., ~,., 
1.i -14.J 
2.1 ,'31.J 
9,1 -rz,, 

25,9 -aJ,I 

,.2 ·"·' o., -1.6.'1 o., .,,.o 
..Q.2 -z,,, 
.a.t ::67,a 
J2.6 _,,., 

JI Uncler , wen ei ... lfted reftllUN wtdeh •heuld r.la• ~ 
with ta. ....,.1 i...i et Jd ... - uder a.-p t.boae r.ftnuee 
wblah lq bead nd 

co11.-1om latpl butnd •'11111•, paftilllla•~ 111 "'"" t.• Ian••, 
.. 1 ••te am __._.bit.,. lJIOalle tu.s. Cu\olla N'NINN wen 1 

,-

oent below •'1•'88 .. 
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Ta • U. la.alyai.1 et Iba II.lance ot -...,, 
l11'11arlt.1.. (Olla .... -.,naaed •• po-....... \oMl hne of PfWWiOIIII 

q.,.._) 

II IV II 

1. ••l deft.el\ 6.7 ... 6.5 26 . -1.6 ,., 
2. ft•aelac 0.1 1.2 ~· '7.J 7.) 4.1 ,. ,..._.,.'- Motor J...1 aJ !..a ...1J .a..& .:z..:z. 

Total.a '1. 14 •. 1 . , J6.8 "I • 11.4 

•• ore1p f!Nlor .•. , -1 ., -,.1 -., -Jf'.1 -6.6 ,. w..u.n ..L.1 LI ~ dul -,,, ~ 
' ..... 'be.Db l,a.9 ,t,.a ,ti,J ,')2. .... .... 

• ='-' ~ •3,A .17,7 £lJ .Q.l 

Tnal ..Q,J ..JJ P,7 M,J .JJ .L1 
c---.i. ... _, .. 4,.0 ,.2 ,., 0.1 6.6 

.io.t.a.,. ..,_1u 1. 1., ,., 4.6 1.4 a., 
(1). ri •• er ta. tint tllJ'N ~ ot 195?', clllfiott. t1aanol.aa •• 
NllpoMlble to, •• • .,..1. et lain• et 6 per eent.1 \hi.a tae\oJ' ot a-

nae to 26 pa'i" •II\ la tbe ~l'lb qllal"MI'. · 1. tlae tint. qaAl"MI' 

of 19'8 'tbe TftUIU7 ..U ...... lta debt. with tbe , ---· 
et \be tleata\loa ~ 'l'N8111'J bU1a \o oGa9N1al •aJr•. the Neolld 
qurt.JP 1 i Ille .... • Ute ..aoa4 

(11) la 1957 oottN ftllllMinl b .... om ot t.be •3• UJll•l••17 bri<>N. 
'tbe 1.DOl'eu• of the eott• erop •1111 the :re...._•• x . NRlW 1 the 
aonmlat.• et 1111Hld hftnhrl• 111119b 1'1111111 ... •oae fona ol ftaan•inl• 

1957/'8 oott .. erop .....W te 21 alllton ~P, with '4nal •• 
ftllaeil"Oa •U..ted at MU • The CNrN eep S. D09 •U-

tecl •• aUllon \b a '°al ,aiu t r. ,1 ton. • -"'··· 
fff \he uoeaa (l,IJ Pff ..-) an leww tbaa tor 

....-n- erop. , \he aeline tn tonip wu ott•et l,y a de-
ftllla\ien o6 the ... ,.. .. 'e. Tbe total wlue tbe aul'ND\ ert,p l• 
altaut. 5 per N1it. '11Mr thaa tor 19ff/f8. Couidtd"l \!le lae,-.e ta 

\lo ,..,.... ( 2t per ) tbia will ~ • 1lip\ ftdllnloa 111 
real lnow fNII eett... ,_._., thi• 1 te ••111. w nporie equi•leat 
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INTERNATIONAL MONETARY FUND 

Jlr. Coda&: 

911a Sa tllll W¢)7 JilNCI H8 
l'llj»Qfti -11, tba -* ended 
~J8. 

111a 1H91del copy Sa ftlr .... 
8cJlltlNWI.. . 

G. A. Costanzo 



Lr • G • David b'inch Gcto1Jm.· 27, 1956 

1.\i'tcr. cieclinin:; to Gr:)17:),.0 1:;e1· -c.:;. dollar in the firE1t weok 0f this month. 9 
th,) a:vorace a.£1o :for :.:·.:"-., dolla:ro C'·)1.;a.11 to a~~c1.i::1, re~.chirr[; cr:197 ,.9 per 
U,;::,. dollar in the wec1k e:n.dcd Oct.ob,,1r ]1}.; rotes -vra~, ,rtill b01<1H t:iw i1Gak rate 
atte,ined d.uring th;; f:Lrs-t, wook f\.')ptombf:':r,. According to pro:Js l'l:::f.JOrts, the free 
rate, at Cr~:11.t.h .. 9 p..:r· ~;· .. ~-. dollar·, wat"J t.11,J B2.ma as that· of last 1'[ei::fr:. 

'.l':.1,~ sale o.f f 01-eign exclw.ngq ~'.;lo Pa:ulo 2,nd f:5.o ,Jtmeil'o auction 
maxke ts remained at"\1. '7 :million AGi/:',1 • .3 million clu:rin;~ ·the week ended 
bctdber lG., · These amounts havG .tln sa":l3 since tl1e boe;innin;;; Se:pt<..:mb{:;r 
v,ben the previolt.E totals were redttcod by. 20. per cent. 

'l'he currency issue ;which increasod oteadily dm~ine; ~,eptem.ber and. the first 
part· of Oct.ober, 1,as ('.r;~ll(J,Jt. 1.1:i .. llio11 on Oct.o~bt~1~ , trnrjh~.ncoQ. fro1i1 tl1(~ r::,r~Jcedinc; · 
week. T)-0.s lov,:,l wa'.: .L bil.1io;:1 above th!::l cciltnc; oi: C:i/·102 billion proposed 
for Dee,?E1.ber 195G ( sefi ::;:;S/58/21;, f..l1.;?;?lenent 3) • 

Government'o cash t,., a.s ooaBv.re<l by tho T.rear:ury' :J n-nt 9os:ttion 
at tb.e JJ,.mk of ?rai..il am-.l tcic1ura of 'l":rearury _t declined slightl;r to 
Cr~·~26.h billion on Octobe1~ .J/ ~'he pref'0nt level of bon·O!rin£:; E>Xceod.s l:TJ 
C1<;'6 .. 4 billion the Gove:cr.it0.ent~ n 1:.8.I'f'.:et to lind.t :borrow1.nc~ .from ftll t<lources to 
(~r:;;20 billion in 195tl • · 

In 19~;7 Gov:,'.irruttant 'bon~a1·ring m1d0rstate(l the cash dafici t by Cr05 bill:ton., 
but in 1953 it has ovcrstat~1d. tho doficit by about G:i:{;3.h billion on the 
averaGS• 



• 
~ , .. 

Brazil--Currenoy Issue and Government Borrowing 

End of Period 

1957: December 

195S: January 
February 
March 
April 
May 
June 
July 
August 

Week ended: 

( In billions of cruzeirof.) 

Currency 
Issue 

96.6 

94.0 
94.6 
96.6 
99.1 

101.6 
103.4 
10).4 
104aJ 108., 

llD.l 
UD 
llO 

Government]/ 
Borrowing 

J6o0 

6.1 
10o9 
13.8 
16,9 
19.6 
22.6 
23.9 
23.2 
n.7 

1/ Treasury position with the Bank of Brazil plus issue of 
- Treasury bills. 

JI Data fer .,.,w.D .. 27. 
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1957: Dec. 

1958: Jan. 
Feb. 
Mar. 
Aprs 
May 
June 
July 
August 

Week ended: 

Brazil--Exchango Mirket 

(In cruzoiros per u. s~ dollar) 

Agio for 
US$l/ 

(Month;tv: .average) 

66.8 

96.1 
11300 
121.6 
142.2 
134.4 
134.3 
u.o.8 
154.8 
196 7 

118,8 
188 
191.9 

Free 
Mlrket Rate 

(end or period) 

90,5 

97.5 
99.5 

106~8 
120"8 
122.0 
132a8 
134.,0 
159.5 
1S6. ) 

17 For Rio de Janeiro and Sao Paulo. 
2/ New York Banks' selling prices for cable transfers on Friday or each 
- week. 
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'l'he monetel'.':f. &nthoritios :tntend to sub;lcict .Bank of J7'ndl er-edit 
to the privz1te nori.-1·lm!d.n:;:: Boctm• tQ ra f,;l"~ldu!.?.teid ceiling, so t,hP.t, by the 
end 195B these credits will be only 5 'r,er· C·~nt arJ(:'.IV~ 'ti.he e<.1tl of 1957 
·lf•TJel;i. .1'urth•..:,rt;mrr:1, · of. 3radl c:reJit 'l:.o ;·;tn:tas O.):ld ur,.:u:l1.cips1i'i:ies 
should uot expand t)€:irmt:1 the level reached at the end of 1957; rediscounts 
by the of :tradl to cm~,r:eroisl .b:mks should not mtcieed, du'J.•ing each 
!l'1cmth of 1959_, tr.a· level ou·tsta.m:line <ls of. -tlie end of ·t.he oorr~apo~td:tng 

. month 1957 ~ Tlt.her measures were to oo ts ken to reduce 11qui.d:i:t.y; 
they were .to. oon~ist of increaser;· oi" the r,~Uscount rate, of bariks 1 

reo_erve ratios.. irurtbermore, it :mas provided that if Cll:r:'t'e:rmy issue 
should exc5e1;{, a.t a:rq t:'1,.::1.e, .hi th~ seco~d half oi' ·1953, a total of' Cr:)102 
blllio:nl) [lt:')1,J measures would be tr;iken. 

Eradli~n 8t:.th•sr'it1as .. :lso informed ]Tun.d tri . .::d·, deficit 
h1 thit balance of r...ayments tor 1958 shciild · enti:'<ated at about ;'.(330 
million.o loans in t.he t;ni ted ·ste.tas for mill:l!.:,n wort:! ()btaint:..>d. in 
t,11.g-.1:.,t to cover a substantial JXirt of this deficit. B~!(lil is also 
·com:-:rl. ttoo to :i.~t.:strict tot!\l fSUp1,l:1,Jr$' credi.ts from ab1-oru:l 't,o the level 

Dece:iber 1957. · · 

.BBrovedaniibjw 
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Aide ;·emoir!lJ 

E!m.t! Rel:)tions with Br5p:iiJ, 

B:razil is an ori··;inal member the Fund and has a quota· of ,;150 
million. It is availing itself· or the tran3itiona.l arr~1ngom0nts under 
Article XN. Due to internal considamtions, Brazil de.layed the es­
tablishment of an initial par value with tho Fund until 1948. The 
parity of Cr$l8.50 estahlishad at that time ia still technioally in 
effaot. In tho early days of the FW1d, relations with Brazil were 
carried on through the Executive Directors. until the firS'ti staff team, 
headed by the X·:ilr.iaging Director,. Mr. Gutt., visited the country in 
lfovember 1948. Shortly thereafter, an informal ste.ff mission went to 
Brazil for technical studies relating to exohanga controls and the problem 
of payment arrears. Since thau, there have baen reasonably frequent missions 
and visits, in.eluding viaits of the t'fa·r.J5!ging Direators (A:r. Rooth and Mr. 
Jacobsson) 111 the Deputy Managing iJireetor (Mr. Cochran), and other senior 
officials. On several oecasions the Fund rendered technical a.ssistanoa to 
Brazil at the Government's :request. Thia first occur:rGd in 1951., vhen a 
otaff team headed by .Mr. Bornstein prepared a COI!l!)rohansive report on 
inflation in Brazil, covering tho neriod 1940.-50, with recommendations as 
to approprbte policies designed to stabil:i.ze tho economy. The present 
.:,imaging Director of the International Monetary Vund, Hr. Per Jacobeson, 
visited Bra.zil in August 1957, accompanied by the Director of' tha Western 
Hemisphere Department. · 

In recant years Fund relations hava bean characterized through the 
Article XIV Co11sultntions and direct negotiations in liashington. Article 
XIV Coneultntiona vere µald in 1952, 1954, and 1957 in Brazil., t.1hile tha 
1953 Consultations Yere held in \tash1ngton at the time of the Annual. 
Meeting. There have been no co.n:mltations for 1955 and 1956, but the 
1954 Consultations took phce in A.:.)ril 19;5. A Fund .mission will visit 
Brazil in the latter part of· November to discuss the status of the 
financial program. which Brazil submitted to the Fund aa })Brt of the 
June loan agreement and also to revim·J the proapectB for internal and 
external financial st~b1lity in 1959. 

As to the exchange system nov la effect, so-oalled riauctio:n system", 
the Fund approved the eat0bliahment of. the free nnrket by Brazil early in 
1953 on the basio of a study mn.de by a. staff mission on the spot. The 
auotion system for imports was added later in tha year, shortly after 
the Executive Board hud dealt with the 1953 Consultations. The Executive 
Board then reopened the consultations decision pellding further contacts 
with Brazil. Somewhat later, it finalized the decision, with the under­
standing that the new a:i:chanr;e aysfam w.s a temporary measure of an . 
emergency chnr.tlcter and that a Fund mission would prooaed to Brazil for 
further stu~. This mission -was primarily fact-.finding and concerned 
itself chiefly with the operation of the exchanrie systeu and the general 
economic situation. During the stay of the tuission,. the former Managing 
Director, Mr. Rooth, visited Brazil and held disoussions with the President 
of the Republic and the to:1 fin'!l:ucdal officials. Thi:: basic exchange 
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system adopted at that time is still in effect, though with numerous 
modi£ica.tlons, and has been accepted by the Fund in subsequent; consul­
tations. The changes in the exchan2:e system have in some, but not all, 
cases been submitted to the Fund £or prior approval. It is expected, 
however, that Brazil will undertake a drastic exchange reform in the 
near future. 

Brazil has since 1949 made use of the Fund's resources a nuriber 
of times, drmdng both u.<: .• dollars and pounds ~terling. By wa;:, 0£ 
a generalization, it can be stated tha.t Brazil has used the Fwid 
resources as a revolving Fund to meet exchange crises. It is only 
recently--June 1958--that fund resources have been used--in conjunction 
with Ex-Im Bank funds to support a stabilization effort. Total purcha~es 
of Brazil amount to the equivalent of t260.B million, including f54. 7 
million ;r.;i:u.rchased under the stand-by agreement concluded in June 19.58. 

1. The agreement of June 1958 provided for a stand-by credit to 
Brazil of G37.5 million for a p3riod of one year, net of repayments Qf 
$37 .;; million maturing in tho same period. This stand-by v,as granted 
in consideration of a Brazilian stabilization program, the main ele­
ments of l'Ihich are described in the f'ollowing paragraph. 

2. Brazil I s commitments to the Fund under the stand-by arrange­
ment referred to above -were as followa: 

{ a) To hold cash expendi turee or the Gov·ernment during 1958 
to Cr$135 billion and to limit the aash deficit to Cr$20 billion. 
Brazil also undertook to achieve fiscal balance in 1959. 

(b) To limit t.h<!:i net expansion in central bank eredit to 
the private nonbanking sector to 5 per eent of the end or 1957 
level. P..ediscounts and other credits to commercial banke would 
be maintained during 1958 at the same level as prevailed in the 
corresponding month of the previous year. 

(c) To limit the net financial cost of the Government•s 
coffee stockpiling program for the crop year 1958-59 to Cr$Jlr. 
billion. Tho cost of this program was to be i'inanced i'ro:rn 
.:foreign exchange profits to be :realized from maintaining the 
effective exchange rate for coffee exports to Cr$54 per u.s. 
dollar.• and selling this exchange partly at a fixed rate (naN 
Gr"tBO pe:r u.r. dollar) for certain imports and the :remainder 
at rates resulting in ·the auction market, now around Cr$200 
per u.s. dollar for so-called "general oatego:ry11 imports and 
around Cr.!;i400 per U.f. dolla:i:' .for so-called ttspecial11 (luxury) 
imports. 

( d) To simplify somewhat its system of exchanc,e ratea 
for exports and also to reduce the subsidy for cert.a.in govern­
ment and capital goods imports. 
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-.' -. ·credits" ,at-~ lei.rel-: not/in .. excess of tna,_t 9utst_andi,ng-e.s- ,'.,, . · - .. 

' ' '. ./" ._ of J:.he .encf o;f· 1957~ ":-:. ,: ' ''' ''. ' : ' . ·-.-_c _.,, '·,:, '.,_;;,. ' ... ' ,'' ., ' ' ':·;:\ 

. : . . ;·, .:. .'_"'j. : ·~:-;;~~i11an:'t111~iia)/prt,g;am. £~* ,1;58/h~· met-v;1~ivafyi~?~ / 

. , . ',-:- ·. ·success. Corrimitment.s.to·the·Fund:with3::espe~t-.to:the excnange·ayf;ltGl!l. ··: . 
. - -- - · - . . . have bean· carried· out. . However,. the ·buq.geta:cy-·_casli _d\14':te:tt._ie -already · _-

. -'.'.,. ,. at a level'.o:(abou~:'.Or~~5. b:q:i;on c:ompa,re~_v;~~h--~.:G~ve~
8
' entTht~ -p1

1
. ant:-·-., . . .- i,

1
.:. ·,_. 

. . ., · . to limit ·the_ .deticit.:·-toCJ:'$20-billion for. :i:he ·whole .Q.i. · 19;, ..• _; e· as· .·.-:·· · -· 
. ' ', ., ' ·two, moriths- of'. the ·calendar-'year a;re usually, periods' ·or: heavy. fiscal . ; . ,·.' ,·. ' ; : . 

_.cls£icit$~'.: If the. usual_.t;rend· is repeatsd··tn:1s.-yea.r, -the_.Goverµment1s · ·. . 
, ... ·cash d~icd,.1r'i~'-lik~ly .to. reach)i level·o:f,.:c.r$30~J,.'billiori. -.~": ..... 

. '. :'··. ·.' . ·. ·; :,credit ·.targets :or":tlie cerit;r:~ barik at~.o .. app$ar/toiha.ife be~n exc·~eded. ·. f.:. ,-_:_' ,\_. .' 

. . . by° _subs~a.ntitil.·~ounts. , ij:0trever;. ther:e has. b§en_ ti:n''·ai:mountiemen:t,:,~ha:t.·: > :/ ·. ' 
'.· .. "' 

the : : Oove1"nment .. will _attempt. to· ·obtain. soi]ie contraction m: ce_ntral: bank .. > _.· , : · . · . 
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TO 

FROM 

Office Memorandum 

Mr. J . Del Canto 

B. Brovedani~ 

DATE, October 24, 1958 

SUBJECT : Fund Relations with Brazil 

Brazil is an original member of the Fund with a quota of $150 million. 
In the past years, beginning in 1949, Brazil .frequently used the Fund's re­
sources. Total drawings amounted to $260. 7 million, and repurohases to 
$J.J.,8. 2 million. The first drawing on the gold tranche of $37.5 million was 
made in 1949; other drawings were made in 1951, 1952 and 1953. By the end 
of 1956 the Fund ' s holdings of Brazilian currency was re-established to 75 
per cent of quota. In 1957 Brazil drew its gold tranche, and in June 1958 
the Fund am Brazil entered into a one year stand-by agreement for an amount 
of another $37. 5 million. On the basis of this arrangement, the Fund's 
holdings of Brazilian currency may increase to 150 per cent of quota . Brazil 
drew $37. 5 million on Ju,ne 4, and $17. 5 million on July 8; the last drawing 
was applied to a repurchase of a similar amount against the 1957 drawing. 
The stand-by agreement provides that when gross purchases under the stand-by 
total the equivalent of $54.75 million, as at present, Brazil will consult 
the Fund and agree with it the terms on which further pirchases ms.y be made 
under this stand-by agreement. In December 1958 Brazil has a repirchase 
obligation of $20 million. 

The last Article XIV Consultations with Brazil were held in Rio de 
Janeiro in November 1957. The staff report and recommendations (SM/58/7, 
1/22/58 and Supp. 1, 5/28/58) were discussed at Board meeting 58/24, June 2, 
1958. At that time the Executive Board also approved a request from Brazil 
for the one year stand- by arrangement mentioned above (see EBS/58/25) . On 
July 25, 1958 Brazil submitted to the Fund a proposal on certain modifications 
in the letter annexed to the stand-by arrangement, which was discussed and 
approved by the Board at meeting EBM/58/40, July 30, 1958. In connection 
with its work, the staff discussed general policy problems chiefly with the 
Minister of Finance, the Executive Director of SUMCO and the President of the 
Bank 0£ Brazil, while technical conversations were held with the technicians 
of SUMOC, of the Finance Ministey and of other nationally important organi­
zations, such as the Bank of Brazil, the Coffee Institute, the National 
Petroleum Comp:i.ny, the Development Bank and the Getulio Vargas Foundation. 
Minister of Finance of Brazil since July 1958, is Mr. Lucas Lopes, previ­
ously connected with the Government of the state of Minas Gerais, Minister 
of Roads in previous national administration, and Director of the National 
Bank of Economic Development, and General Secretary of the National Develop­
ment Council with the present Administration. The Executive Director of the 
Superintendency of Money and Credit is Mr. Jose Garrido Torres . The Minister 
of Finance is imGovernor of the Fund, and Mr. Torres the Alternate Governor. 

In connection with the stand-by arrangement of last June and July, the 
Brazilian authorities addressed a letter to Mr. Jaoobsson expressing their 
economic policy objectives. They include overall limits to public 
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financing of 11surplus 11 coffee production, and to the cash deficit of 
the Federal Government for 1958 (Cr$20 billion). 

The monetary authorities intend to subject Bank of Brazil credit 
to the private non-banking sector to a graduated ceiling, so that by the 
end of 1958 these credits will be only 5 per cent above the e11d of 1957 
level. Furthermore, Bank of Brazil credit to States and municipalities 
should not expand beyond the level reached at the end of 1957; redisaounts 
by the Bank of Brazil to commercial banks should not exceed, during each 
month of 1958, the level outstanding as of the end of the corresponding 
month in 1957. Other measures were to be taken to reduce liquidity; 
they were to consist of increases of the rediscount rate, and of banks' 
reserve ratios. Furthermore, it was provided that if c11-"l'Tency issue 
should exceed, at any time; in the second half of 1958, a total of Cr$102 
billion, new measures would be taken. 

The Brazilian authorities also informed the Fund that the deficit 
in the balance of payments for 1958 should be estimated at about $330 
million. Loans in the United States for $158 million were obtained in 
August to cover a substantial part of this deficit. Brazil is also 
committed to restrict total suppliers' credits from abroad to the level 
of December 1957. 



TO 

FROM 

SUBJECT : 

Office Memorandum 

Mr. c. David Finch 

G. Escobar ~ 

Brazil --Report for the Week Ended October 11 9 1958 

DATE: October 21, 1958 

The average~ tor U.S. dollars increased from Cr$178.8 per U.S. 
dollar in the week ended October 4, to Cr$188.4 per dollar in the week 
ended October ll. This rate was 8.8 per cent below :the peak rate or 
Cr$206. 6 per dollar reached during the week ended September 6, but 182 -·per 
cent above the average~ for Dece!Jlber 1957. The free rate has fluctu­
ated within a small range during September and the early FS,rt or October, 
but fell to Cr$i44.9 per dollar on October 11, 6 per cent below the rate 
at the end of the previous week. 

The currency issue has increased f'urther, reaching a high of Or$110.4 
bil lion on October 11; this is 1.4 per cent above the total on September 
2:7 , and 14.3 per cent above the level or December 1957. On October 11 
the currency issue was Cr$8. 4 billion above the ceiling or Cr$102 billion 
proposed for December 1958 (See EB.S/58/25, Supplement 3) . 

The Government's cash deficit, as measured by the Treasury's net 
position at the Bank of Brazil and the issue or Treasury bills, rose to 
Or$26. 6 billion on October 11.l/ The present level or borrowing exceeds 
by Cr$6.6 billion the Government's target to limit borrowing from all 
sources to Or$20 billion in 1958. 

l/ In 1957 Government borrowing understated the cash deficit by Cr$5 
billion, but in 1958 it bas overstated the deficit by about Cr$2.4 
billion on the average 



1957: Deo. 

1958: Jan. 
Feb. 
Mar. 
Apr .. 
J.ny 
June 
July 
August 

Week ended: 
Sept. 6 

1.3 
20 
27 

Oct. 4 
ll 

Brazil--Exchange Mlrket 

(In cruzeiros per U. S G dollar) 

Agio for 
US$ 1/ 

(Monthly averase) 

66.8 

96.1 
11300 
121.6 
142.2 
134.4 
134.3 
140.8 
154.8 

206.6 
194.4 
195.0 
190.6 
178.8 
188.4 

Free 
r.hrket Rate 

( end of period) 

90.5 

97.5 
' 99.5 
10608 
12008 
122.0 
132.8 
134.0 
159.5 

156 • .3 2,/ 
151.5 21 
156.3 y 
151.5 ~ 
15.3.8 z/_ 
144.9 l/ 

V For Rio de Janeiro and Sao Paulo. . 
y New York Banks' selling prices for cable transfers on Friday of each 

week. 



Brazil--Currenoy Issue and Government Borrowing 

End of Period 

1957: December 

1958: January 
February 
March 
April 
May 
June 
July 
August 

Week ended: 
Sept . 6 

13 
20 
27 

Oct. 4 
11 

(In billions of oruzeiros) 

Currency 
Issue 

96.6 

94.0 
94,6 
96,6 
99.1 

101.6 
103.4 
103.4 
104..3 

105.8 
106. 3 
107.3 
108.9 2,/ 
110.1 
110.4 

Government 
Borrowing J/ 

36.0 

6.1 
10.9 
13.8 
16.9 
19.6 
22.6 
23.9 
23.2 

24.1 
23. 5 
23. 8 
22.7 2,/ 
25.4 
26.6 

1/ Treasury position with the Bank of Brazil plus issue of 
Treasury bills. 

2,/ Revised 



INTERNATIONAL MONETARY FUND 

•• CNillivmJ 

Mtl h I Sa tM • 117 P:• Ell 

• I 111 e 9le .... ttCll'I' ia tar llr • . , .. 

6. A. Costanzo 



• 

!he 
at \hi 

• ••• lillfala 

Oil O.tobe• 
Qo,,ien-r1t• a 
1"8. 

J/ fa .lffl a ... , llt m:;ii ....... w '- •ah detle11 - cil ' •illi~ 
llll\ ln 19'8 l\ .... GRl'lltated \be deflel\ "1 •boat Cit 24 IIUlloa 
nwftl9• 

• 



• 

1957: Dec. 

1958: Jan. 
Feb. 
Mar. 
Apro 
May 
June 
July 
August 

Week ended: 

' u 
2"I 

' 

Brazil--Exchange Market 

(In cruzeiros per U. So dollar) 

Agio for 
US$J/ 

(Monthly averase) 

66.8 

96.1 
ll.3o0 
121 .. 6 
142.2 
1.34.4 
1.34 • .3 
140.8 
154.8 

111 

1 For Rio de Janeiro and Sao Paulo. 

Free 
¥.arket Rate 

( end of period) 

90o5 

97o5 
99.5 

106~8 
120,,8 
12200 
1.3208 
1.34.,0 
159.5 

1n.,i 
1n ,J 

II 

~ New York Banks• selling prices for cable transfers on Friday of each 
week. 
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Brazil--Currency Issue and Government Borrowing 

End of Period 

1957: December 

1958: January 
February 
March 
April 
May 
June 
July 
August 

Week ended: 
6 

1J 

2"/ 

' 

(In billions of cruzeiros} 
' -

Currency ~over~ent1/ 
Issue Borrowing -

96.6 36.0 

94.0 6.1 
94.6 10.9 
96.6 13.3 
99.1 16,9 

101.6 19.6 
103.4 22.6 
103.4 23.9 
104·3 23.2 

2, 

]./ Treas.ury position with the Bank of Brazil plus issue of 
Treasury bills. 

JI 
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ll'AR •AST.RN a•CTION 

FAR EASTERN ECONOMIC DEVELOPMENTS 
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OP' TH• 

P'llDIERAL R•aa:RVll 8YSTllM 

58-4 September 25, 1958 

The Brazilian Minister of Finance, Sr. Lucas Lopes, in a recent 
speech presented a penetrating analysis of some factors tha:t, vitally affect 
·economic development that have been overlooked in Brazil. His remarks are 
highly applicable to the problems of many countries in Asia and should be 
of interest to all who follow Asian economic developments. For this reason 
we have excerpted the portiorls of the speech which have strong bearing upon 
Asian problems and reproduced them below o 

Remarks of Sro Lucas Lopes on Economic Development and Foreign Trade 

Some simple truths which we forgot in the past ,_and which are now 
t~atening to dist urb our progress mq be made evident b71 &:-.brief re­
e:lqlDlination of the experience of our foreign trade during the last decade. 

The neglect of export development 

The first truth is that we neglected the expansion of the physical 
volume of our exports which always constitutes the true measure of the 
exporting ef fort of a country. It is sufficient to remember that, during 
the period 1948-1956, the vol~ of world exports increased l:,y' 77 per cent; 

· the exports of -Western Europe tripled; those of North America increased b7 --
40 per cent; and of the Sterling Area b7 53 per cent. Even in Latin America 
as a whole, the "quantum" of exports increased by 21 per cent, and some 
countries with rapid economic development, such as Mexico, were able 
practical ly to double their export volume. Well, in that period of 
intense expansion of world commerce, the physical volume of Brazilian 
exp9rts declined b7 about 15 per cent. This is even more paradoxical when 
we realize that chlring the same period our demand for imports, · deriving 
from "the devel opmnt process, was increasing vertically. Thus, while 
the index or the physical volume of exports was declining from 100 in 1948 
to as in 1957, the quantum of imports was rising from 100 to 156. 

The inadequacy or the compensating measures 

The second truth is that during the decade, the financing of 
the deficits deriving from the disequilibrium between the declining volume 
of exports and the growing volume of imports of goods and services was · 
eff acted b7 methods which are no longer available to us today and which, 
in themselves, do not contain elements of stabilit7 or durable solutions. 
In order to compensate for the insuf'ticienc7 of our .exporting effort., we 
resorted to the utilization of exchange reserves , to import restrictions, 
and to the importation of capital. 
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Unhappily, none of the var ious methods referred to above 

constitutes a practical solution in the present situation or is prudent 
as the base of a policy of economic development. We no longer have any­
thing but exchange reserves of limited use. To be sure, there is the 
possibility or discouraging certain imports , but , in a general way, our 
schedule of imports consists almost exclusively of' essential products. 

The e ntr,y of foreign capital has occasionally helped us finance 
imports. However, the entr,y of such capital is erratic and uncertain. 
It should be encouraged, but it would be imprudent for us to rest our 
external solvency upon it. Moreover, we can no longer count upon a 
tendency for improvement for our terms of trade. 

The last of the processes to which we resorted during the decade 
for meeting the deficits in our balances of payments was the negotiation 
of loans and purchases · financed at short term abroad. While Brazil has 
a good credit standing, it is obvious that progressive increasing of 
indebtedness does not constitute a solution for balance- of-payments 
problems. One reason is that we cannot count indafini tely upon the 
cooperation of our foreign creditors it we do not make a serious effort 
to increase our capacity of exportation in order some day to meet our 
obligations. Even more important is the fact that we should reserve all 
of the credit standing which we possess abroad to help us finance new 
economic d&velopment projects at medium and lo~ term instead of exhaust­
ing that credit standing simply to meet current imports. 

'l'he gravity of expanding exports 

From all this it becomes cl.early unavoidable and unpostponable 
that we devote our resources to a fuJ.l. and coordinated effort for 
encouraging exports. We need to adopt an attitude toward this problem 
as acute as did the British people when, in a dramatic moment in their 
history, they formulated the dilemmas •Export or die." Less pungent, 
but almost as serious is the problem in.which we find ourselvesa •Export 
or stagnate.• For if we do not attribute a high priority to e:xportation, 
even sacrificing, if necessary, the internal consumption of exportable 
goods, we run the risk of paralyzing our promising movement of 
industrialization and of retarding the rhythm or our growth. 

The fallacy of import substitution 

The third truth is that the very process of economic develop­
ment, during its initial phase of rapid structural transformations~ 
acutely intensifies the demand for imports. 
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equipment abroad. B.r incorporating and by increasing the value of the national 
labor and., thereby., by improving the utilization of the country ' s resources., 
industrialization serves to increase the national income in relative terms 
and to broaden the internal consuming market. Thus ., the internal market may 
consume a greater volume of goods and services than it would be possible to 
import from abroad. But2 that same expansion of production and national 
eonsumption1 which is translated into a higher per capita income and better 
standard of living for the o ulation creates new · ort needs. The 

ructure o po at on becomes radic ly al ered; imports 2 contrary to 
what many people thinks do not tend to diminish in volW18 2 but2 instead.I> 
become more rigid, that is more difficult to compress. It is · relatively 
simple., for example., to impede the importation of automobiles., refrigerators., 
or radio equ1.pmant., even though with discomfort for the consumer. If., however., 
factories far 1>rodu-cing these products exist within the country, to den;y to 
those factories the :Importation of raw material and necessary equipment would 
not only be to punish the consumers but to diminish the productitl ty of the 
investment already made and to create a serious social problem of unemployment. 

I do not wish that ll\Y words nor my intentions be misinterpreted. 
Substitutive industrialization is an essential component of the process of 
economic development. It must continue and be intensified., as is foreseen 
in the Program of Targets. But its meaning and objective is to make a given 
volume of foreign exchange compatible with a greater rhythm of economic 
development. The solution of our balance-of-payments problems and the 
obtaining of a foreign-exchange balance can onlJ' be reached by a consolidated 
effort of exporting more, .without failing to do everything which can be done 
to replace goods., imported up to now., by internal prochction of an economic 
and rational type • 

••••• the very expansion of the process of replacing imports in 
many sectors depends upon our capacity or increasing exports with which to 
pay for the imported equipment and techriique. It is true that equipment; 
can be financed., in a good part, by the entry of foreign capital at long 
term., either by means of loans or by means of equity· participation. But · 
the very entry of capital is not independent of the future of our exports., 
because no one can indefinitely- apply- capital or effect loans for the benefit 
of countries whose exports are becoming ins'Q..fficient to assure amortization 
of those loans or remuneration on the invested capital. 

Mu1 tiple exchange rates no solution 

The fourth truth is that the only means of reducing the cost of 
imports is to increase exports. The illusion is frequently held that the 
true cost of· orts may be reduced b offering favored exchange rates to 
spec ed pro uc s or spec ic companies. Actually! however2 th sonly serves 
to transfer the cost of subsidizing certain activit es by means of taxes 
imposed upon othe:rso The artifice of the employment of preferred exchange 
for worts does not generate foreign exchange; it only intensifies the demand 
for with the inevitable result that the global cost of importation tends to 
increase 2 while it does not remove the basic cause of its increased costJ 
which is the insufficiency 01· exports. 
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Production for export increases efficiency 

The fifth truth is that one of the most effective means or 
increasing the short-term productivity or the economy is by development . 
or the export sector. This is because the count normally orts on 
that which it can produce w.i. 

eneourage ·our e o ca aci is to promo e icien use o he 
courrtz•s resources. It is o ious that this concept has its limitations, 
butt ose limitations have been over-estimated among us to the point that 
lie have forgotten the fundamental truth. The first limit ia that 
exportation can only proceed up to the limit of the absorptive capacity 
of external markets. 'Ille second is that in the dynamic process of' growth, 
-the efficiency of productive activity is altered in such marmer that there 
is o:f'ten acquired through industrialization a greater efficiency in the 
production of industrial goods than in the production of the traditional 
primary products. 

Monetary stabilization a nacessazy prerequisite 

· rJ. 7 basic condition for the attaining of ••• equilibrium is 
monetary stabilization. For this purpose, the Government is adopting the 
measures which are necessary to forestall the excessive· expansion of 
credit and to reduce the deficits of' the public budgets, endeavoring to 
reduce the rate of inflation which has contributed heavily in the recent 
decade to exchange disequilibria, providing incentives to the demands for 
foreign currencies and discouraging exports by the constant elevation of 
internal costs. 

It is obvious that, preoccupied as we have been during the full 
po'St-1f'8r period with development of the internal market, we have not faced 
vi th sufficient realism the threat of foreign exchange asphyxiation, 
which threat has grown little by little. We have been giving too low a 
priority to exportation efforts , preferring to concentrate upon the internal 
market; we have subsidized determined illlports of raw materials and equipment 
beyond what was necessary or prudent and we have abused the idea of selling 
small quantities at high prices. 

That type or economic policy cannot be sustained. 

(Headings and emphasis supplied in all cases.) 
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TO 

FROM 

SUBJECT : 

Office Memorandum 

Mr. B. Brovedani.,ti>\ / 

G. Escobar ~ 
DATE: October .3, 1958 

Brazil--Progress Report, Week Ended September ?Z, 1958 

The average~ for U.S. dollars declined from Cr$195.0 per U.S. dollar 
in the week ended September 20 to Cr$190.6 per dollar in the week ended 
September 27. This rate was 7.8 per cent below the peak rate of Cr$206.6 
per dollar reached during the week ended August 6. The average !&is? for 
the month of September was Cr$196.7, 27.1 per cent above the average for 
the preceding month. The free rate has nuctuated in September within a 
range of about .3 per cent, and was Cr$151.5 per dollar at the end of the 
week. 

The currency iasue has increased steadily during September, reaching 
a high of Cr$109.2 on September 27. This level is 4.7 per cent above the 
total at the end of August, and Cr$7.2 billion above the ceiling of Cr$102 
billion proposed for December 1958 (see EBS/58/25, Supp • .3). 

The Government's cash deficit, as measured by the Treasury's net po­
sition with the Bank of Brazil, plus the issue of Treasury bills was Cr$20.6 
on September 27 l/. The present level of borrowing is only Cr$0.6 billion 
above the Government's target to limit borrowing from all sources to Cr$20 
billion in 1958. 

J,,/ In 1957 Government borrowing understated the cash deficit by Cr$5 billion, 
but in 1958 it has overstated the deficit by about Cr$2.4 billion on the 
average 



Brazil~Exchange Market 

(In cruzeiros per u,s, dollar) 

Agio for 
US$ l/ 

(Monthly average) 

Free 
Market Rate 

Cend of period) 
1957: Dec. 

1958: Jan. 
Feb. 
Mar. 
Apr. 
May 
June 
July 
August 

Week ended: 
Sept. 6 

13 
20 
27 

66.8 

96.1 
113.0 
121.6 
142.2 
134.4 
134.3 
140.8 
154.8 

206.6 
194.4 
195.0 
190.6 

90.5 

97.5 
99.5 

106.8 
120.8 
122.0 
132.8 
134.0 
159.5 

156.3 21 
151.5 21 
156.3 z/_ 
151.5 z/ 

l/ For Rio de Janeiro and Sao Paulo 
z/ New York Banks' selling prices for cable transfers on Friday 

of each week 

Brazil--Currency Issue and Government Borrowing 
(In billions of cru,zeiros) 

Currency Government 
End of Period Issue Borrowing 1/ 

1957: Dec. 96.6 36.o 

1958: Jan. 94.0 6.1 
Feb. 94.6 10.9 
Mar. 96.6 13.8 
Apr. 99.1 16.9 
May 101.6 19.6 
June 103.4 22.6 
July 103.4 23.9 
August 104.3 23.2 

Week ended: 
Sept. 6 105.8 24.1 

13 106.3 23.5 
20 107.3 23.8 
27 109.2 20.6 

l/ Treasury position with the Bank of Brazil plus 
issue of Treasury bills 
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SUBJECT : 

Memorandum 

Mr. B. Brovedani~ 

G. Escobar f'v .'\}...) 
DATE, September 26, 1958 

Brazil-Progress Report. Week Ended September 29, 1958 

The average !&12 tor U.S. dollars was Cr$195.0 per U.S. dollar tor the 
week ended September 20, compared with Cr$194.4 per dollar for the week ended 
September 13. This represented an increase or 26 per cent over the average 
tor August. The tree exchange rate was Cr$156.3 per dollar in the week ended 
September 20, i.e. 3.2 per cent more than at the end of August. However, the 
tree rate has fluctuated widely recently, and at times has reached a high or 
Cr$170 per dollar during September. During the first three weeks of September 
the amounts or foreign exchange sold at auction in Rio de Janeiro and Sao Paulo 
were US$).3 million and ACLt2.6 JDillion, 20 per cent less than the weekly totals 
during previous months. 

After showing no increase during the first tour weeks of August, the 
currency issue rose slightly in the tif'th week, totaling Cr$104.3 billion on 
August 30. This month the currency issue has continued to il'lCrease, and on 
September 20lttotaled Cr$107.3 billion. This level is Cr$5.3 billion above 
the ceiling or Cr$102 billion proposed tor December 1958 (see EBS/58/25, Sup.3). 

The Government cash deficit, as measured by the Treasury's net position 
with the Bank or Brazil, plus the issue of Treasury bills, was Cr$23.8 billion 
on September .:Z,0 l/. The present level or borrowing exceeds by Cr$3.8 billion 
the Government's target to limit borrowing from all sources to Cr$20 billion 
in 1958. 

l/ In 1957 Government borrowing understated the cash deficit by Cr$5 billion, 
but in 1958 it has overstated the deficit by about Cr$3.4 billion on the 
average. 
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Brazil-Exchange Market 

(In gruzeiros per u,s, dollar) 

1957: Dec. 

1958: Jan. 
Feb. 
Mar. 
Apr. 
May 
June 
July 
August 

Week ended: 
August 9 

30 
Sept. 13 

20 

Agio for 
US$ l/ 

(Monthly average) 

66.8 

96.1 
113.0 
121.6 
142.2 
134.4 
134.3 
140.8 
154.8 

147.5 
169.l 
194.4 
195.0 

Free 
Market Rate 

(end or period) 

90.5 

97.5 
99.5 

106.8 
120.8 
122.0 
132.8 
134.0 
151.5 

133.3 21 
151.5 y_ 
151.5 z/ 
156.3 2,/ 

~ For Rio de Janeiro and Sao Paulo 
~ New York Banlcs 1 selling prices for cable transfers on 

Friday of each week 

Brazil--Currency Issue and Government Borrowing 

(I; billion; ~r 2;ca;1ekos) 

Currency Government 
End or Period Issue Bori;:owing 1/ 

1957: Dec. 96.6 36.o 

1958: Jan. 94.0 6.1 
Feb. 94.6 10.9 
Mar. 96.6 13.8 
Apr. 99.1 16.9 
1-By 101.6 19.6 
June 103.4 22.6 
July 103.4 23.9 

Week ended: 
Aug. 9 103.6 22.8 

30 104.3 23.2 
Sept.13 106.3 23.5 

20 107.3 23.8 

l/ Treasury position with the Bank of Brazil 
plus issue or Treasury bills 
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Mod. S. M. C. 7 

Rio de Janeiro, 24 de setembro de 1958. 

DE/DIVIN/Cta.164/58 

Mr. Jorge Del Canto 
Director of Western Hemisphere 
International Monetary Fund 
Washington D.C. 
u.s.A. 

Prezado Senhor, 

Departmen..t 
z 

':!:,-, 
~~~ 
cm·-
~~~ 
• :;gO 

::<.t 
r. 

De ao~rdo com os entendimentos mantidos entre o 
Govlrno brasileiro e o Fundo Monet,rio Internacional, e 
em aten9ao ao solicitado em eua carta de 10 do oorrente , 
temos o prazer de oonfirmar o telegrama que lhe envia mos 
oontendo as informa9oes eonstantes do quadro anexo refe -
rentes h evolu9ao do movimento cambial, fiscal e de cr&d! 
to do Brasil, verificado na ultima semana. 

Atenoiosas saudagoes 

DEPART.AMENTO ECONOMICO 
Divisao de Assuntoe Internaoionaie 

~ - ~ 

Heroulano Borges da Fonseca 

Chefe do Departamento 
C istiano N.Sampaio Vianna 

Chafe da Divisao interino 
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TO 

FROM 

Office Memorandum 

Mr. G. A. Costanzo 

G. Escobar 

DATE: September 19, 1958 

SUBJECT : Brazil~Economic Developments and Stabilization Program 
in the First Half ot 1958 

In the first half' of 1958 economic developments in Brazil were charac­
terized by a worsening of the deficit in the balance of payments, and continued 
internal inflation caused by an increase in the fiscal deficit and further 
credit expansion. Dollar exchange transactions for the first semester ot 1958 
show a deficit 4n merchandise account or $17 million, compared to a deficit or 
$4 million in the same period in 1957, and a surplus of $2.30 million in the 
first seven months or 1956. The cost or living advanced nearly 10 per cent 
since the beginning ot the year. In conjunction with this increase, the 
money supply rose by 11 per cent in the first half or 1958, compared with an 
increase or 8 per cent in the like period or 1957, and the cash deficit or 
the Federal Government totaled Cr$20.7 billion at the end of July 1958, 50 
per cent higher than at the end of July last year. 

1. External payments position 

During 1958, the payments position of Brazil deteriorated further, chiefly 
owing to the decline in price and in the volume or coffee exports. .Measured 
in terms of exchange transactions in convertible curr~ncies, the deficit on 
merchandise account in the first seven months ot 1958, was · $1' million, compared 
to a deficit ot only 14 million in the first seven months of 1957, and a surplus 
or e»o million during the same period in 1956. As shown in the table below, 
exchange receipts f'rom coffee were $64.6 millionf,,22.S per cent) lower during 
Jarmary/July 1958, than in the like period in 1957. The deficit on goods, 
services, and long-term capital)(' was $145.4 million during the period tron 
January to July of this year. This deficit was financed by net drawings on 
lines of credit or $81 million, by an I.MF drawing of $.37.5 million and by a 
reduction in foreign exchange assets ot convertible currencies of 619 million, 
the remaining amount of $.30 • .3 million being unexplained. 

Table 1. Exchange Transactions during January/July 1957-58 

(In millions or u,s, dollars) 

1957 1958 
A. Exports ,'357,9 "t:322,9 

Coffee ,l283.l ,'218.5 
Other ,l74.8 ,'104.4 

B. Imports -.361.8 -.3.39.78 

c. ~Kvices -78.o -47.0 

D. Capital - 59.5 -81.6 

E. TQtal (A, B, C, D) -141.4 -145.4 
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F. OthQr transactions 

G. Short-term capital 

Net drawings on lines of credit 

IMF 

Dollar assets (decrease~) 

Unexplained difference 

Sign(~) indicates inflows; (-) outflows. 

1957 
~22.8 

~118.7 

~16.8 

1958 

-22.4 

~167.8 

~81.0 

~37.5 

~19.0 

~'J0.3 

Merchandise imports and exports are known only for the first four months 
of this year. These are shown in the table below, with comparisons with the 
corresponding period last year, and with the totals for 1956 and 1957. The 
most striking fact in this table is the fall in the exports of coffee from 
an annual rate of $876 million in the first four months of 1957, to an annual 
rate of $642 million in the same period in 1958. 

Table 2. Brazil--Mercbandise trade 

(In millions of u,s, dollars) 

January/April 
1956 1957 1957 1/ 

Exports 1.482 1.392 1293 

Coffee 1.030 846 876 

Imports. 2,1,r. 1.2.34 1.489 1332 

l/ Four month totals at annual rates. 

January/April 
l,958 1/ 

1110 

642 

978 

The volume or coffee exports declined from an average or 93 (1953: 100) 
during the first four months of 1957, to an average of 70 in the similar 
period this year. 
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The price of coffee averaged 544 per pound l/ during the first four 
months of this year, compared to 60¢ per pound in the first four months 
of 1957. In recent months the price of coffee has continued to fall, 
and according to press reports, was 44¢ per pound on September 17, 1958. 

The reduction in exchange earnings and the contim.ied strong demand 
for foreign exchange, has caused the cruzeiro to depreciate f'urtber in 
the foreign exchange markets. At the end of August the average .!i!.2 for 
general category imports 2,/ was Cr$165.4 per U.S. dollar, compared to 
Cr$79.6 per dollar at the beginning of January 1958; this represented a ~ 
decline of 10.S per cent. During the same period the free rate se~ eciated 
from Cr$90.5 to Cr$151.5 per U.S. dollar, or 67 per cent. 

2. Money and w:1ces 
The money supply rose to Cr$322.7 billion at the end of June, 10.9 

per cent above the level of December 1957, in contrast to an increase of 
8.3 per cent during the first semester of last year. The growth in the 
money supply reflected an increase of 5.9 per cent in the volume of cur­
rency outside the banks, and a rise of 12.8 per cent in bank credit. 

The currency in circulation rose by Cr$6.8 billion during the first 
semester of 1958, compared to an increase of Cr$2.5 billion during the 
same period last year. As shown in the table below, the increase in the 
currency in circulation during 1958 is.mainly attributable to the rise in 
the loans of the monetary authorities to the Treasury, to the IBC for 
coffee financing, and in loans extended to the private sector. The 
currency expansion was mitigated, however, by the large flow of exchange 
profits. 

The issue or currency J/ rose from Cr$96.6 billion at the end of 1957 
to Cr$10J.4 billion at the end of June, and on August JO it totaled Cr$104.3 
billion. On this date the currency issued exceeded the ceiling agreed in 
EBS/58/25 Supp.3 by Cr$2.3 billion. 

JI Spot price in New York for Santos 4 • 

2,/ For Rio de Janeiro and Sao Paulo only. 

J/ The currency issue differs from the volume of currency in circulation 
by the amount of cash held by the monetary authorities. 
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Table 3. Factors Affecting the Volume of Currency 
in Circulation J,/ 

(In billions of cruzeiros) 

Change in Change in 
First halt First halt 
ot 12~:z ,L 9r 12~8 ,L 

Treasury ./-10.7 ./-4. 7 
States and municipalities -0.9 -0.2 
Otticial entities -1.0 -1.2 
Coffee financing !JI .;.1.1 .;.11.0 
Foreign sector -13.5 -16.2 
Private sector ./-5.3 ./-5.5 
Commercial banks -0.3 .;.s.o 
Unclassified tl,4 -4,9 

Currency in circulation .;.2. 7 #,.4 

Currency held by monetary 
authorities (increase+) -0,2 t9,4 
Currency issue ./-2.5 #,.8 

Total, end 
or June 
12~8 lL 
109.8 
13.5 

-13.3 
-32.9 
74.5 
76.8 
17.6 

-146,3 
99.6 

3.7 
103.4 

J,/ Analysis of assets and liabilities or the monetary authorities. 

7./ Increase in assets(./-), decrease in liabilities(./-), increase in 
liabilities(-), decrease in assets(-); except for currency in 
circulation, where opposite signs are used. 

J/ Excess of liabilities over assets(-). 

!JI Mostly payments trom .!.&i.2 accounts to IBC for coffee program. 

The present position with respect to the other monetary ceilings is 
as follows: the Bank or Brazil credit to private nonbanks was agreed not 
to exceed Cr$96.4 billion at the end or December 1958. These credits 
were Cr$91.8 billion at the end or 1957, and have risen to Cr$101.5 billion 
at the end or July 1958, which is Cr$5.l billion above the ceiling. 

The Bank or Brazil credit to states and municipalities was limited 
to the level ot December 31, 1957 which was Cr$14.3 billion. These 
credits have been falling gradually throughout 1958, and on July 31 
totaled Cr$13.8 billion, Cr$0.5 billion below the ceiling. 
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Bank of Brazil rediscounts and other credits to commercial banks 
were not to exceed during 1958 the level or the corresponding month in 
1957. These credits have been increasing steadily during 1958. At 
the end of June they totaled Cr$13.6 billion, and at the end or July 
they were Cr$14.9 billion, which is Cr$1.8 billion above the ceiling 
established for that month. 

The consumer price index for the Federal District rose from 378 
(1948 = 100) in December 1957, to 414 in July 1958, or 9.6 per cent. 
This contrasts with the increase or 6.2 per cent, which took place in 
the first seven months or last year. 

Wholesale prices have advanced 8.3 per cent through July this year, 
nearly four times more than during the first seven months or 1957. 

3. Fiscal position 

In 1957 the Federal Government's cash expenditures were Cr$126.6 
billion; receipts totaled Cr$85.5 billion. In 1958 total cash expendi­
tures are expected to be Cr$135 billion and revenues Cr$115 billion. 
That is, the deficit is to be limited to Cr$20 billion for the year, in 
contrast to a deficit ot Cr$41.l billion in 1957. In the event that 
revenues fall short of this estimate, the Government proposes to make 
further reductions in expenditures so as to limit the deficit to Cr$20 
billion. Accordingly, borrowing .from all sources is expected to be 
Cr$20 billion. So far in 1958 budget performance has exceeded these 
limits. By the end of July 1958 the deficit was Cr$20.7 billion, com­
pared to a cash deficit or Cr$13.8 billion during the same period in 
1957. This represents an increase in the deficit of 50 per cent above 
that of the corresponding period last year. During 1958 the deficit 
has been financed by borrowing Cr$9.5 billion .from the Bank of Brazil 
and by issuing Treasury bills, the balance of which totaled Cr$11.3 
billion at the end of July 1958. 
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lOJ.6 

~ 
36.o 
6.1 10., 

JJ.I 16., 1,., 
22., 2,., 

23.1 
22.1 
16.1 as.a 
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d7'1~e~ta ~, .J~ e ~ ~u'delo 

Rio de Janeiro, 10 de setembro de 1958 

DE/DIVIN/Cta. 146/58 

.....-~ ~. Sr. 
~,. -H.~ Merle Cochran 

5. M. C. 'I 

DD. Diretor,do 
Fundo Monetario Internacional 
Washington 25, D.C. 
U.S.A. 

Prezado Senhor Diretor, 

A 

Recebi sua carta de 27 de agosto pp., e muito 
, 

sensibilizado agrade~o os amaveis votos que V.Sa. me formula 
A - A 

para o melhor exito nas fun~oes de Diretor da Superintendencia 
4 A 

da Moeda e do Credito,de que fui investido pelo Governo Bras! 
leiro. 

Relativamente ~s informa~oes solicitadas por 
, , 

intermedio do Ministerio da Fazenda, tenbo o prazer de infor-
mer que esta Superintend;ncia, tomando na devida considera~ao , 
o assunto, elaborou uma serie complete, abrangendo todo o pri 
meiro semestre do corrente ano, a qual foi remetide, por via 

a~rea, anexa ao oficio n~mero 63/ 58, de 8 de ag~sto PP• 
/ 

• Ouirossim, foram adotadas as providenciafne -
cess~rias para o envio semanal e mensal das informa~oes, por , 
via aerea, o que vem sendo feito nos prazos estabelecidos. A , 
proposito, confirmo as cartas dirigidas a V.Sa., em 14.8,e ao 
Sr. Jorge Del Canto, em 21 e 27.8.58. 

Assim, espero que V.Sa. esteja recebendo nor-, 
malmente as citadas informa~oes e, caso contrario, pe~o avi-



S.M.C.? 

. , 
sar-me para as providencias necessarias. 

Consulto, outrossim, v.sa. se o envio dos dados , , , 
semanais por via aerea at~nde ao desejado, ou see imprescing! 
vel efetuar-se 8 remessa por via telegr;fica. 

Aproveito o ensejo para reiterar a V.Sa. os pr~ 
testos de elevada estima e distinta considera~ao. 



September 10., 1958 

Dear BerculaDo: 

ID the cue ot countries vitb which the Pund baa outatanding 
1tand-b7 U"l'8.Dgllll8Ata., it 1a neceaaary tor the Jund to k8ep 
abreut ot tiDancial davel.opnmta in auch countries with a 
minimum o~ tillle lac• We appreciate the ettorta ot JOUl" Depart­
mmrt in proridiDg the intonation ve have requeatad. In Tiev ot 
the necea1it7., hovever., ot keeping more current with c!anl.op11111t1 
in Brull., va would aak that certain cl:aanpa be made 1D the pz"Ooedure 
ot tra.namittiq this intonation to ua. 

With reapect to the 1.Dtormation indicated 1D poillta n\Dber 1 
throuab 6 on the t1rat page ot our letter to the M1Dilter ot J'iDance., 
dated J'UD8 6, 1958, we would appreciate thia intonaticm being aent 
to us b7 cabl.e. The cable could be ffr7 abort., sivin& tor each 
n\llllber trail 1 to 6 the appropriate figure 1D billiolla ot cruzeiroa. 
It would be unclentood t.hat the data a.nJ4•• to the end of tba 
prerioua week. In the case ot items 6 (a)., 6 (b), and 6 (c) on 
Brazil's exoha.np holdinp., we ban in mind the prel1m1n&17 data 
ca111>1led b7 the carteira de Cambio bued on export ahipaata. 
ID brief., the weuq cable we are ~ would contain only 
9 tiprea mabered aa toll.onz 1., 21 ,, lt.(a)., 4(b), 5 (agio tor 
Rio mrket)., 6(a)., 6(b)., u4 6(c). 

M tor the rt11111:Sn1ng intonation outlimd 1D our letter ot 
June 6., we would aak that thil information be transmitted b7 air 
mail. Ord:1Dary •11 occaaiona a 4alq ot a mon.th or more. Ve 
vould also aak tbat this inton1&tion not be hel.d until each pa.rt 
bu been aaMmbled., but tbat each individual. table be NDt Np&ratel.J' 
as it becc:aea available. 

Mr. Berculano Borges da l'onseca 
Ohete do Depe.rtamlmto 
8\l;peri.lltendacia da Moeda e do Credito 
Rio cle Janeiro., Brazil 

JDelC&nto:arb 

81.Dcereq JOUl"S., 

Jorge Del canto 
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~ } Office Memorandum 
~:t4a~~ 

TO 

FROM 

Mr. Bruno Brovedani 

G. Escobar 

DATE: September 8, 1958 

SUBJECT : Brazil--Current Fiscal and Monetary Position With Respect to 
Proposed Ceilings 

The ceilings proposed by Brazil in EBS/58/t5, Supplement 3 are shown 
below in the left-hand column; the current position with respect to these 
ceilings is shown at the right. 

A. Monetary Ceilings 

1. Bank of Brazil credit to the 
private nonbanking sector is 
subject to a graduated ceiling 
so that by the end of 1958 
these ere di ts will be o~ 5 
per cent above the end of 1957~ 
level. 

2. Bank of Brazil credit to states 
and municipalities will be 
limited to the level outstanding 
at the end of 1957. 

). The level of Bank of Brazil re­
discounts and other credi:ts to 
commercial banks shall not exceed 
as of the end of each month in 
1958 the level outstanding as of 
the end of the corresponding 
month of 1957. 

4. The currency issue was not to 
exceed Cr$102 billion at 8Jzy" 
time in the second haJ.f of 1958. 

Current Position 

1. At the end of 1957, Bank of Brazil 
credit to the private nonbanking 
sector was Cr$91.8 billion. The 
ceiling for December 1958 is 
Cr$96a4 billion. · On June 30, 1958 
the total was crt101.4 billion, 
Cr$5 billion above the December 
ceiling. -

2. At the end of 1957, credit to states 
and municipalities was Cr$14 • .3 billion. 
At the end of June 1958 it stood at 
crtl.4.o billion, Cr$0.3 billion below 
the ceiling. 

.3. No recent data is available on re­
discounts and other credit.a to com­
mercial. banks. At the end ot May 
these credits were cre13.4 billion, 
Cr$0.9 billion above the corre~ 
sponding total for May 1957. 

• 
4. On June 28 the currency issue was 

crt103.1 billion, and on July 26 it 
was Cr$103.5 billion, Cr$1.5 billion 
above the ceiling. On August 2) the 
currency issue was Cr 103.6 billion • 

• 
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Fiscal Ceilings Current Fiscal Position B. 

1. The government cash deficit should 1. 
not exceed Cr$20 billion in 1958. 

On June 30, 1958 the cash deficit 
was Cr$20.5 billion. This represents 
an annual rate of Cr$41.0 

la Expenditures were expected not to 
exceed Cr$135 billion in 1958. 

le Revenues were expected to total 
Cr$115 billion in 1958. 

la Expenditures totaled Cr$63.l billion 
by June 30, or an annual rate of 
Cr$126.2 billion. 

le Revenues have totaled Cr$42.6 billion 
by June 30; this is an annual rate 
of Cr$85.2 billion. 



INTERNATIONAL MONETARY FUND 

TO Jlr. B. Jllrle CocJann 

FROM: J. Del Canto 

su&JIIC!l: Brull 

Muclled are aatea ot mtenst on lraaU. 

I • •Jdng *'• Conamo w look 1ato t1lla 

poe1t1CII ot t.JII ce!l1ap tor Brasil tlln -­

tonVDP'Hl.7 bllVe been broJDa (w a.:,,. 

~). 



• 19'8 





... 

I via to aobovl.e4ge noe~ et ,our letter c1atecl 

---' '11, ref.,..... Jlil/JlrfD/cta.U6/'8, ID4 to tlaaDk 

JOll tar tbe p&'Clllil' l"lllittaDc• ot t1le 1DtOl'll&tioll w ba4 

~ !h1a :latol'lldial v111 be wry' llelptul to lMI 

bere 1D ta .... 

Witb beat J"IS1IIU, I 111M I 1JI 

JDelCsnto:eb 
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~~~nc,ea do ~IH!,ek " ~ ~u-a!~ 

Rio de Janeiro, 27 de agt,sto de 1958. 

DE/DIVIN/Cta.116/58 

Mr. Jorge Del Canto 
Director of Western Hemisphere Department 
International Monetary Fund 
Washington D. C. 
U.S . A. 

Prezado Senhor, 

De acerdo com os entendimentos mantidos entre 
o Gov,rno braaileiro e o Fundo Monet~rio Internacional, te­
mos o prazer de enviar a V. Sa., _em anexo, quadros referentes 
~ evolu9ao do movimento cambial, fiscal e de cr,dito do Br~ 
ail, verificado na dltima semana. 

Atenciosas Sauda9oes. 

DEPARTAMENTO ECONOMICO 
~ DivisBo de Assuntos Internacionais 

~r ~r~-ee-..r­
Herculano Borges da Fonseca Christiano 

Chefe do Departamento Chefe da 

~ XO, 

Mod. S. M. C. 7 



SEP 3 1958' 

Dear Mr. Garrido Torre•: 

Reference 18 -.de to my letter ot Avsuat 27th 

ilaquiring about the remittance ot economic intOl'Dlation, 

I received. today youz- letters ot Auguat 8 and August 1~ 

ace~ monetary, fiscal and excbange data., which 

are now bein& studied bJ' the statt. I thank JOU very 

much tor )'OUr cooperat1on 1D th1a matter, and I assure 

JOU t.hat the staff vill be 111 turtber touch with ;you on 

theae problas. 

With best reprda., I remain 

Mr. Jose Garrido Torres 
Executive Director 
Super1nten.danc1a da Moeda e do Credito 
Av. Rio Branco 120 - rfJ andar 
Bio de Janeiro., :sruu 

JDelcanto/BBrovedani:erb 
9/,/58 

;;;?~. 
B, Merle Cochran 

Acting Managing Director 



Dear Sira 

CCI 

AUG 2 9 asse 

' llr. Andere on 
Kr. Gereteiri 
lise Hoael 

Ilg. j)jr., 
Dep. tfg o Dir o 
Mr. Paranagua 
WHD 
ERD 
un 
RPS 
sm 
U!f lepo 
Mr. Bex.a.er 
llr. Hebbsrd 

1 the oecaaion of t l8 couul tat ion whioll tb.• 001tTRA.Ctilt3 PA.i'rlES 
conduc"cl rtth Brazil last , r, t..i:Je rcprasen*'9,ti.Te, •t the Fund ind1oat'*<i 
t 1.&t. tba nsul ta of the fund's ,ortJ.icooinz COllSulwtion with Brazil would 
be tranamitted to tJJe CONTRAC'fINO PI..RTmS. I Jaa-w the honor to ad.vise 
Y"1 that t,he Government o! Brasil has con.":lulted the Fund l4ader Article 
m, &:totion 4, of tAe Fund Ag;reelllf)Jlt c:once.tning the f'unher retention 
or the transitional arranee-nts of Brasil. for ti. iaformation and 
use 0£ the OO?rl'RACTING PAR'fll&, ~e reaulte of thi,!!J eoriaultat.ion, which 
wati c®cluded on June 2, l9S8 J we re as i'olloar•s 

1. The Go~rnment of Brull ha.a consulted the Fund 
unar Art.icl.e XIV, secttoa. 4, of the Fund Aen,em.e11t. con.­
cernin-; the further reteation or its tranaitiQnal arrangainenta. 

2. Inflation has been the root a.use ot .Brazil'e c11rrent 
economic difficulties. Althoup th.ere has boen some d.1,ninution 
ia the ra~ of' inerease in prioaa in 19~7 and earl.¥" 19;8, the 
rite is still aCll>atantial and tne r.1onet.ar:, ol'li eredit expans10ll 
continues unabated. lo. 1956, 19$7, and the e&rq aaont.ha of 
l?SB the larp cu:i <le.ficita .of t.he federal Oovamaent and their 
infiat1Qllar,- f1n&hc1ng were an ag1~re.vating £actor 1.n the moneta:ry 
tl%p&nsi.on. F'or 19S8 as a whole, l.ne Ooveffl)llltnt plans to limit 
the budgetary cash deficit to Cr$20 billion and to ot:faet the 
innat.ioa&r1 .imput ot this financi.Jlg by steril1si.ng the aecruine 
axeman~ pro~t.s. The Gova:mment 111 also planning steps to re­
strict privat. credit Up.ion as part et it.s new program. 
Por 195, 'tile ao-v.r.llJD8nt iniiends to bal.a.nce ita bwige\. 

3. h'hile Draztl•-e fonign excMU~ situation i19,owd 
conai.cwrabl.¥ io l~~ as a -.twl.e, a decline in exchaQge reservse 
bepn 1n tbs 1-tter 111onth11 ot the -,ear. Thie dei.riol'&t-ion 
continued through 1957 and lllto earl.1 19$8 ~ld reaul tecl in a 
c~nsiderable decline 1J:l Brull• s foreign exchange nsel"V9a. 
Jn addU,ion 1,o tb4J ta.ale diseciuilibriwa. a p&rticul.ar tact.or 
in trut decline 1n reeerva~ l'las tha poUc, ot ati1ctioo.iag uoW1ts 
.or dolla.r and 4CL exoli.anae in excess of ava.Uabilitiea. The 
Flllli con:siden that Brazil will have to mana-ge ita anti-
1.n.Clati,iJnary proe:1'&1111n 9Ueh a 'lf&.y a5 to $trenctaen the balance 
ot ~ta, ~ci~ in \iiew of the additional heavy payment 
coranitmanta t.acing .sresu in the nerl te• years. 

4. Si.oct the last coa,ultaticm.1 then haa been a. silnpll­
!1.cati.Gn 1n Hras.U'a Jll.Lllt1pl,e eJCch.ange i,ys1:.eil atfec'-ing ilsport 
p~ts, resu.Itm • .trom tlte ehan~es introduced in Au ,ist 19'7 
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tn oOIUIIIICtion with tbs tariff i,tfol'II. !he recent proi:caala 
tor changes in Brazil's rates for: pr.Z.rctial iapat't_f and 
~.ther pa,lilent.1 w:Ul roeult in an al'!ective deT&.l.uatioa: af' 
these rates. On the ~ort. •1de, the prOpoaled e~.,es aJ.ao 
1"8J)ntSent a aimpli.t.Lcat1cm ot the rates and so:aie devaluation. 
T'ne Fund doe1 a.ot obJ act. t.o Brazil's wl t1ple currency practieas, 
includ.i.Jig the ellanges !!peoUieci in Braail.'e letter of tcth Jlay 
l~S, on a· ta:iporar., basis, \ut \lrgaa Bras~ u a first st.ep 
1n :IJaplemmti.ng its a.,,J.aretl iawntiOn to ill'Q'Odt108 with as 
little. delay as poa•ifl.e ~•r ex~oe measures with a 
v;l,ew to attaining a utlitaz,; rate, te tak& e&rq acticc to 
untry- the v&.rioua rates to1: import.a alld to nctuGa the raulU­
pUci\y of ntes on the export sida at lsnls whioa take 
a.coount of tt» long-lUll proepects :tor the balance or pay1'lel\t1. 
Tbs Fund 1Jill reuiu in eonsul't.atlail with Bl'Qzil with m~pect. 
t.o ~se -ttera. 

s. 'the Fund aotaa tbit.. BruU bas reduced reliance on 
bilateral agree•~ts uid ,urges Brasil to ccmtinue ita -ef'1'ort1 
ill t.bis direotian. 

6. In co~luding i.he l9S7 oauu.ltatiou, the Fund has 
n.a other cOIIJiants to malal on the t~it4onal &lT&BpNniit 
maintained. by aruil. 

In accol'(lance wi'1. the arrangement.a rar the tranami'Ulon o! .auch 
•ori&l., •e shal. be sand.in& papers related to the Fund's consultation 
wJ..tll Brazil tor the use ot thl GA.'l"l' -.c:retariat. 

' 

;.1r. Ir io ytndhul wtJ. ite 
!xeou t4 ve 813QJ"etary 
CO!ffRAC'rOO PAlU'n, -to the GeQIJ-.1 

Agtee,iaent au Tarit.ta and T~ 
VU1.- i. .Boeage 
Pala.is dea Nationa 
Geneva 10, 8"1tzerlan.d 

Vei:y ~ yo~ra, 

}l. Merle~ 
A~t.mg ,l\anaging Director 

• 



INTERNATIONAL MONETARY FUND 

Auguat Z'f, 1958 

We are aomewbat diaturbed by 
the slowness of Brazil in trammaitting 
data to aet up our follow up procedures 
under the stand-by vith Brazil. !be 
attached letter is designed to expedite 
this mtter. ~ 

J. Del Canto 

Attachment 

Jorge Del Canto 



AUG 2 7 1q59 

Dear ME'. Bxeoutive Director: 

We have been recently informed of your appointment as Executive 
Director ot tbe SU;perintendency of Money and Credit, and we would 
like to express our beat v:l.shea tor success in your new important 
position. Aa you know, the Fund bas developed close working rela,,­
tiona with the Superintendency and we look forward to an even closer 
association 1D the tuture. 

On J\ma 6, 1958 we addressed the ttached letter to the Minister 
of Finance, requesting information esaent:lal. to the statt 1A following 
up economic developments in Brull, as required by the etaD.4-by 
arrangemeat agreed v:t.th the l'uD4 on June 2, 1958. We were hoJing 
that the ff8Ular tlov of this intonation would soon be illitiate4. 

Dur:lna the recent diacuaaions held in WashiDgton, which led to a 
modification ot the letter attached to the stalld.-b7 arrangement, the 
staf't bad occasion to review., vith Mr. Casimiro Ribeiro of the Brazilian 
delegation, the list of intonation :contained 1n the attached letter ot 
June 6. The exact nature of the intormation required, and the desired 
timing of the remittance, was ex,plained to hia. 

Since there baa been some delay in receiving this intonation, ve 
would appreciate it very much it you could ld.D4l.y look into this mtter., 
so that the flow ot information may be promptly' initiated. 

With warmest regards, I remain 

Attachment 

, 
Mr. Jose Garrido 'l'orres 
Executive Director 
Sv;perintendencia da Moeda e do Credito 
Av. Rio Branco 120 .. 9° andar 
Rio de Janeiro, Brazil 

a. Merle Cochran 
Acting Managing Director 
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~ruinkne4~ dtZ ~~do e eh ~eed~ 

Rio de Janeiro, 21 de ag~sto de 1958. 

DE/DIVIN/Cta.105/58 

Mr. Jorge Del Canto 
Director of Western Hemisphere Department 
International Monetary Fund 
Washington D.C. 
U.S . A. 

Prezado Senhor, 

De ac~rdo com os entendimentos mantidos entre 
o Gov&:rno brasileiro e o Fundo Monet,rio Internacional, te -
mos o prazer de enviar a v.sa., em anexo, quadros referentes 
~ evolu9ao do movimento cambial, fiscal e de crldito do Bra­
sil, veri:ti. cado na 'liltima semana. 

Atenciosas Sauda9oes 

DEPARTAMENTO ECONOMICO 

J Divisao de Assuntoa Internacionais 

~~~~ 
Heroulano B0'rges da Fonseca C 

Chefe do Departamento 

~ nexo. 

stiano N.Samp o Vianna 
Chefe da Divisao Interino 

Mod, S. M. C. 7 



O:f:!cio 
DE-DIVIN-67/58 

Prezado Senhor, 

Rio de Janeiro, 14 

De ac~rdo com oe entendimentoe mantidos entre o 
Go~rno braeileiro e o Fun.do Monet&rio Internacional, temos o 
prazer de enviar a v.sa., em anexo, quadros re:ferentes ~ evolu-
9ao do movimento cambial, :fiscal e de cr,dito do Brasil, verif! 
cado na dltima semana. 

Aproveitamos o ensejo para reiterar a v.sa. 
protestos de nossa elevada estima e distinta considera9ao. 

r 

Mr. H. Merle Cochran 
Acting Managing Director 
International Monetary Fund 
Washington, D.C. 
U.S.A. 

/dfm. 

JQ, Garrido Torres 
/, f Diretor Executivo 

OS 
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Of:!cio 
DE-DIVIN-63/58 

Dear Sir, 

Rio de Janeiro, August 8, 1958. 

According to the agreement between the Brazilian 
Government and the International Monetary Fund and as per your 
letter addressed to His Excellency the Minister of Finance of 
Brazil, we are pleased to enclose several tables containing 
data on developments in the exchange, credit and fiscal situa­
tion of this country, for the period January-June 1958. 

The following information will be submitted to 
you.weekly, by air-mail: 

1. Total currency issue at the close of the previous week; 
2. Outstanding position of Treasury with Banco do Brasil -

net balance; 
3. Treasury bills - balance in circulation; 
4. Total exchange auctioned in previous week: 

(a) Convertible currency 
(b) ACL dollar 

5. Average agio for U.S. dollar in previous auction 

Data covered under itens 4 and 5 refer only to 
the turnover for Rio ands. Paulo, due to the impossibility of 

Mr. H. Merle Cochran 
Acting Managing Director 
International Monetary Fund 
Washington, n.c. - U.S.A. 

t /d:tm, 
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.2. 

tabulating total results in a short time. The movement of Rio and 
s.Paulo represent about 60~ of the total of the country. 

We are sorry not to be able to supply ~ormation 
on "foreign exchange holdings" on a weekly basis. 

In accordance with your request we will remit . to you 
monthly, by air-mail, the following data: 

1. Total loans and investments of the Bank of Brazil_/' 
(enQ of month data): 

!al to the Federal Government 
b to the states and municipalities 
c to the private sector 

2. TotallDans and investments of the commercial banks ~ 
(end of month data)& 
{al to the Federal Government 
(b to the states and unicipalities 
{c to the private sector . 

3. Liquidity of commercial. banks (end of month data): ._,,,,,, 
(a) Cash on hand (caixa em moeda corrente) 
(b) Legal reserves (encaixe)a 

(1) Deposits with SUMOC and Banco do Brasil 
(2) Other 

(c) Depositsa 
(1) Time 
(2) Demand 

(d) Legal reserve ratio (propor9ao encaixe/dep6sitos) 

4. Total rediscounts and other credits from the monetary ..-,,,,, 
authorities to the commercial banks (end of month data) 

5. The movement of the "Agios e Bonificac;oes" Account as 
follows: 

!a~l Balance at the beginning of each month 
Gross agi.os receipts during the month 
Gross payments during the month: 

!ll Bonificaciones 
2 Coffee financing 
3 Other 

(d) Balance as of end of month 

6. Table prepared by the Contador Geralda Rep~blica, enti­
tled "Fontes do Deficit de Caixa do Tesouro Nacional e 
seu Financiamento". 
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7. Outstanding principal (saldos devedores de principal) 
on credits for specific projects registered with SUMOC 
(end of ·month data)a 

{
al In convertible currencies 
b In ACL currencies 
c In inconvertible currencies 

8. General cost of living index. 

Within a few days we will send· to you table ni 7 
containing data on "outstanding principal (saldos devedores de 
principal) on credits for specific projects registered with 
SUMOC (end of month data)", referring to last June. 

Enclosure. 

With warm regards we remain 

Sincerely yours 

Torres 
Executive Director 

.,. 
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Gentleaen: 

We write with reterenoe to tile J'und s letter dated. 
Aquat - , 1958 ooaaerning the «:harps di.le tne 1Wl4 by 
kazil pu.rwant to Artic.&.e Y, lecH;1uu 8( a) of the Jund 
Agretment fer the qu.N"terl;r :perto4 ended J"uq 31., 1958 
amounting to 5,.~l.Qll.l troJ O\lDC~• ot fiDi8 gold. • . 

In this conaectiQll the 1WM1 baa been :v-.laed by t.he 
Federa.1 Resene Ba.Dk or llev YOJ'k (b.&t, ,.,Jtol • .J.; 't.J'01 owi1:es 
ot tine gol.d nr truu,ferr.cl w the J\md. 1 account en 
Auat,.a .. 22, 1958 b)' order ot ~o cw Bru11. The aa:>unt 
transferred in exceo• of the abo·ve-aatioMcl charges, Ilalll!'l1°, 
0.015 tin.• ounce ot gold, vu a4.de4i to the 2,222 tine ounces 
hal4. under eanurk for !n&i.l, tl\eruy llakiDC a total or ~. 237 
\roy ounceli of tine ac>ld .trenntl.J helA DY tile J'uA4 at tbe 
tiapo-1, of Brazil in aocoZ'd.&nce vi lih \be terma ot leet1on I-l 
of the J'und's Rules and legul&tiona • 

• lroc 
bliatant as.irer tor O)lent1ona 

11tptr1Atenunc1a d& Moeu. • do Cre41to 
Rio de laaeiTO 
Bruil 

W,W&lah/11 - Au.gust 25/;8 

y c. l .. 
'l'reuurer 

ccs Dep. Mg . Dir. 
Mr . Para.nagua 
WHD 
SE9' 
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SECRET I INCOMING MESSAGE SECRET 

<v: 
INTERNATIONAL MONET ARY FUND 

WASHINGTON, 25,D.C. 

TO:------------

FROM: 
FEDEAAL RESERVE BANK OP NEW YORK, NEW YORK 

4l4PK AOOUST 22, 1958 
FILING TIME:-----------

WESTERN UlfION 
VIA: - ----------------

151 Number; __________ _ 

030137 

HAVE EARMARKED FOO YOUR ACCOUNT 5,4ol.056 TROY OUNCES OP PINE GOLD 

Bl ORDER OP BANCO 00 BRASIL, 8.A. 

' ~st number cheekaJ 

Approved.: 

6:05 PM Augut 22, 1958 
Received in Code Room:--------

l"EmmAL RiSERW BA:tlK OF NEW YORIC 

Origs TRE 
cci Dep. Mg. Dir • 

• Pe.ranagaa 
WHD 
SEC 



AlJG J 9 958. 

Dear Kr. Lopea, 

On behalf or the Ereoutive Director• 4nd etatf', I wieh 

to welcome 7ou into the International. lloaetsry Pund as Governor 

tor Brasil. 

Honorable Lucas Lo~ 
Go-.ernor or the International 

ltonetaq Fund ror BrozU 
111.niart.!7 ot Finance 
Rio de Jautro, Brazil 

GEBbbop:mo 
8-18-58 

Sincerely 7oun, 

B. Vel"le Coch""1 
Acting Managing Director 

ee: Mg. D1ro 
Dep. Mg. 'D1ro 
Mr. Paranagua 
WHD 
SEC 



Thi• v11l aebowledp and tllaak JW hr 1f10Z' uble 
• 

ot .4~t. 1'. 1"8 ~ ~ hnd et t.M ll)P01n1111ent 

o! Kr. Lnaae Lopea u Oonnaol' ot tJae Internat1Clllal. 

Mcaet.ar;r hnd tor Jflt...U. 

Dr • .,._ O&rriclo Tonte• 
D1Jr.tor Exaft:Uw 
.... 1nt.endeuk a McNda 

e do er.cu.t.o 
120 Affllida lie ....-,, ,0. IIMlu" 
110 d• tflnl.1", Brasil 

co, llio taro 
Dep., Igo D1ro 
Mr. Parana.­
WHD 
SEC 



SM WUD043 32/31 PD INTL FR 

CD RIODEJANElRO VIA WUCABLES 16 1210 

INTERFUND FC!t THE SECRETARY 

WASHDC 

PLEASE BE NOI'IFIED OF THE APPOINTMENT BY EXECUTIVE 

DECREE OF THE PRESIDENT OF THE REPUBLIC OF 

0 

AUGUSI' 12.1958 MR LUCAS LOPF..5 AS GOVERNOR FOR BRAZil. 

SUPERMOCRE 

Orig: SEC (Miss ctark) 
cc: Mg. Dir. 

Dep. Kg . Dir. 
Mr . Paranegus 
'NHD 
SEC 

Receind Cable Roca 12155 PM August 16, 1958 



SECRET INCOMING MESSAGE 

INTERNATIONAL MONET ARY FUND 
WASHINGTON, 25,0.C. 

Dffl:RNiD MA!WliifG DIRICTOR 
TO:------------

J'061 GAIRIDO TCERIS DECt11'IV.I DIRBCTOR 
FROM:-----------

FILING TIME; 19()6 AO'.ll.ST 1, l9;8 
WISTER!! URICII 

VIA:------------

- 8 -Number: __________ _ 

0299811, 
030()04 

RD'ER 'ft> YOUR CABLI .lfUMBBil 7 JULY 91!1. FUND I B 1»1JMBER <EE ACCOUNT HAS 

BDrl DEBI!ID wr.m CRtri.l:IROS 2lf.5,125,ooo VALUE JULY 8'1'B AND CRU'ZaIROS 

741000,000 VALUE JULY 9'lll. 

JOSE GARRIDO TORRIS 
BXECTJl'IVE D~ 
SllPIRI!imfflJ:HCIA DA MOEDA I DO CREDITO 

Ori.gs TRi 

SECRET 

ccs Mr. Parnnagua 
wtm 

Teet number cheeka: 

1: 45 PX Jqlan 7, 1958 
Received in .Code Room~: 15 All .Aupat 11, 1958 

SEC 
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Rio de Janeiro, August 8, 1958. 

DE/DIVIN/Cta. 98/58. 

Orig & Encl: 'RRD 
Exchange Restrictions Department 
-International Monetary Fund 

cc of letter Mr Parane.gua 

19th and E. Streets, NoW. 
Wastington 25, D.Co 
U. S. A, 

Dear Sir, 

Mr K8 VOd& 

Enclosed please find data referring to the auction 
of exchange certificates h -ld in o d ~aneiro, c '2. • • 
to 7.31.58 and in Sio Paulo from 6.25.5w •n 7 ~ w ~~ 
as average q o+ations from -Om6 foreign curren~1e~ n free 
market in Rio de uaneiro. 

Very truly yours, 

ECONOMICc DEPARTMENT 
ivision of !nT rnationa: Affair 

'---" 
fercu!a~ ~ Borge~ a Yonsqca 

Chief of the Departmen~ 
r,nristiano N. Sampa V1anna 
Acting Chief of the D1v ~on 

Encl. 

MBC/RM 
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0 Ni9ht letwr 
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I 

Dr ~ ---~~i~~~l~g~~~/s~Ji......:..·~~' 
otnc. or ttre 
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D•t• --~6lllJPi1···$tllil-Hi,'rl1't-¥-~' ~-", 

AUTHORIZATION 

5eco11d SigMture Wh•11 R•q11ired 

FOR CODE ROOM 

Ti111e Rmi•ed JflQ: ft 
Ti•• Diapah:hed J18!8J 
N11111ber ol Worek ...,,...,r ... JliliS----

L;:11• "!I 
Operator # 

OU TG OING MES SA·GE OFFICIAL 

INTERNATIONAL MONETARY FUNO 

WASHINGTON 25, 0.C. 

To: ___ s_~ ____ .. _o1_a_· _u_ M_.o_eda ___ do_er.t __ t_o _____ _ 

Rio d.e JUHlit'o• ar.llil 

.. lO 

Cha.rgU due ~ .A.rt1ol• V, 8ectiaa 8(•) • 

fOI' perio4 ei1dod Juw 31, 19.58 a»i()Ullt. t.o ~,.401.,041 t.ro7, 

Qlmo•s 9t tine gc>l«l; .«Jri.Ce aiaai.led today. Tbeae ohargd 

are pqahle vithila )0 daye ham elate ot O&hlo. 

. '\ 
f . 

I • 

'-.Cf>; I 
DO NOT TYPE BEL~ LINE 

ccs Dep. lg. Dlro 
Mr. Paranagm 
1'liD 
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INTERNATIONAL MONETARY F'UND 

WASH I NGT ON 25, D .C . 

July 30, 1958 

To: Director, Western Hemisphere Department 
Director, Exchange Restrictions Department 
General Counsel 
Treasurer 
Comptroller 
Internal Auditor 

From: The Secretary 

Subject: Stand-by Arrangement and Exchange System - Brazil 

At Meeting 58/40, July 30, 1958, the Executive Board agreed to 
the recommendations set forth in F.JlS/,S/38 (7/25/58). 

C"BLE "OORESS 

I NTERFUND 
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J:OR PREPARING OJ:J:ICER 

0 Ni9ht Letter 

0 Ordi111ry 

~ Code 

SPECIAL INSTRUCTIONS 

Cleared with: 
Mr. Horne 
Mr . Friedman 
Mr. Gold 
Mr. Costanzo 

r. lodel 
Dratted 8, --------

Oep1rtme11t d,ecy• • Off ic• 
July 30, 1958 

Date ---------

AUTHORIZATION 

Isl Per Jacoblhlon 
Si911ature 

Second Si9n1ture Whan Required 

J:OR CODE ROOM 

Time Received 2t.$0 i 

Time Di1p1tched ii~ ~! 
Number of 't'ordl _,_..,....., ___ _ 

log ----.,m;...--,»=;?_."'"l..,,.T ___ _ 
Route ~- P. 

Operato~ --------

OUTGOING MES SAG E 

INTERNATIONAL MONETARY FUND 

WASHINGTON 25, D .C 

Dr. Jose Garrido 'l'orrea 
To: t,we .... IIIU'tftl.,. 

Superintendeucia 4a ~la e do Credi to 
• a,wdclr4 ato Brwo, "1 andar 
Rio 4e J~o, Brasil 

No.' 
Executive Board took toilow:ing deciaion todq1 

QW?E 1. The lettor of July 2;, 1956 :f'rom the 
Minister of Pina.nee of Brazil 1ball be annued to the 
1tand-b7 arrazageunt with Brasil (1&>/58/?!J, Sup. 3), 
and the :references in the stand-by ar.·angeaent to t.he 
policies anc! intentiowa ot In.ail~ forth int.be 
lstter ot ~ 26, 1958 shall be WlderatoQd to 11ean 
thoae ,oliciee and intentions as mod1f184 by the letter 
ot July 25, 1958. 

2. 'l't,.e l'wld doe• not obJec't on • telllJ.)Or617 bUis 
to Br&&il's multiple currency practicee as deacrfbed in 
the apperuUx to Dl/58/'38. The Fund continue• to urge 
Braall, howeve1", to pJ"Ma forward with unU'ication or 
the rate atructure at a level appropriate to the 
Jn'09pect1ve balance ot pe.yzen-ta. The .J'un~ vill romai.n 
in coneulta'tion with Brasil with rfl'PQCt to thi• atter 
uaQUO'l'I 

00 NOT TYPE BELOW THIS LINE 

Per Jacobaeon 
Maaag1~ Director 

cc: Ilg. Di .... 
Depe Mg. Dir. 
Mr. Paranagua 
mo 
WHD 
Lm 
RES 
TRE 
SEC 

t---------------·-------- ------- --- --



" ~~; Office Memorandum 
,s,~1',ut-i~" 

TO Mr. c. David Finch 

G. Escobar 

DATE: July 28 I 1958 

FROM 

SUBJECT : Bruil--Seasonalltz of Selected Monetary Series 

An attempt is mada below to identity the trend and to measure seasonal 
variations in tour monetary series, selected in vin ot their illlportance to 
targets ot monetary" stabilization policies in Brazil. The series discussed 
ares currency issued; loans ot the Bank ot Brazil to the nonbanldng public; 
loans ot the Bank ot Brazil to states and municipalities; and red1scounts 
and other credits to commercial banks. 

1. Currenc1 issued 

The upper panel ot Chart l presents the volume ot currency issued and 
its trend is shown as a 12-month moving average ot the original data. Since 
the end or 19.54 the rate ot increase has declined from an average riae or 
2.0 per cent per month in 19.54 to an average increase ot 1.5 per cent per 
month during January-September 1957. The Chart indicates the existence ot a 
seasonal pattern ri th a seasonal high in December ot each year, refiecting 
the larger needs tor cash balances during the Christmas holiday8. Seasonal 
factors, based on mon~ data tor the period 1953-$8 are shown on Chart 3&.!/ 
During the first half' of' the year the series tendB to remain slight~ below 
the trend line; a lOII' ot 98.4 per cent occurs in March, and a peak of' 103.9 
per cent is normal.l3 reached in December. Theretore, even it the trend is 
stabilized during the second hal.t of 1958 at, say, Cr$100 billion, seasonal 
factors are likB~ to result in a rise ot about 4 per cent at the end ot the 
year, thus bn°f ng the volume ot currency issued to about Cr$104 billion b;y 
December 1958.! 

Average Mont~ Rates ot Change in Four Credit Series 

(In per cen't) 

19S4 195S 1956 

Curre11C7 ie!rdY 2.0 1.6 1.4 
Bediaoounts.! 0.1 

1~ 1~ Credit to private nonbanldng sec~ 3.2 
Credit to states and rmnieipalitie 10.2 1.7 o.s 

19$7 

1.s 
0.1 
1.9 

-0.7 

Sources smtoc, Boiet:li, aiid Bank ot Brull, L1atorlo. 
y Konthll' average ot December to December changes in the 12-aonth moving 

average ot the origina.l series. For 1957, the changes shown cover the 
period December 1956 to September 19$7. 

~ Kon~ average ot the December to December change in the original series. 
l/ Lass than 0.0$ par cent. 

1/ Seasonal tactora are computed b;y the standard ratio-to-moving averap method. 
!/ The volume ot currency issued reached Ci-$100.4 billion on Kq 10, 19S8, 

suggesting a further rue ot the trend dur1mz 19c;e_ 



- 2 -

2. Loans to the private sector 

Credit or the Bank or Brazil to the private nonba.nJdng sector has risen 
rapidlJ" since 1954. There was some reduction in the rate or increase in 1955, 
and a new expansion in 1956 and 1957; tor the first nine months or 1957 the 
rate of grori.h was nearq 2 per cent per month. The markad seasonal mov811Bnt 
or tbe series retlects the seasonali'tJ' of requirements of financing or coffee 
exports and of indw,tey, both of which have seasonal peaks towards the end or 
the ;year. The seasonal variation 1n total loans is reduced sOJD811'hat by' the 
of'f'setting seasonal pattern or agricultlJral credit, since borrowing starts 1n 
April-liq and repayments begin art.er J~. Aa sham in Chart 2, agricultural 
credit reaches a seasonal high at the time or the cotf'ee harvest. 

The average seasonal pattern or total loans ia sham on Chart 3b. The 
maximum deviation traa the trend is 7 .5 percentage points, tram a lOII' or 96.2 
per cent in Kay to a high ot 103. 7 in December. Consequent~, even it tb9 
trend in total loans is assumed to be stabilized by' Jlidyear at, sq, Cr$96 
billion, seasonal factors would result in an expansion to Cr$99.6 billion by' 
December 1958. 

3. Loans to states &nd municipalities 

Bank of Brazil loans to states and mun:loipali ties ( except tor a small 
rise in December in each year) shOII' no apparent seasonality. The trend bu 
been downward in 1957, with an average monthly decline or o. 7 per cent per 
month. 

4• Lending to camaercial banks 

Rediscounts and other credits to camaercia.l bank!J show relatiTeq wider 
seasonal variations than &IJl' or tbe other three main till8 series discussed 
above. The seasonal peak which occurs in September is, on the average, 6 per 
cent above the trend, while the trough (in April) is 6 per cent belOII' the 
trend (see Chart 3c)l/ Thus the range of seasona1 variation amounts to about 
14 percentage poin~ • As shOlm on Chart 1, the trend has been alightq up­
ward since 1954, with the ax.ception of 1956, when rediscounte declined a little 
during the middle ot the 79ar. 'Dle mont.llq rate or change in the trend bu been~ 
on the average, Tery sull. with a rate ot increase ot slight~ less than 0.1 
per cent per month during January-September 1957. It should be noted that 
loaru, to coaurcial banks do not include rediacounts of the Rediscount Depart­
ment 'c;arte1ra de Rediscontos) to the Bank of Brazil itself., which are apparent~ 
large!/. 

y Seasonal factors have been computed with lllOllt~ data from 1951 through 
Karch 1958. Data tor 19.53 were part'.Q' estimated. 

Y The series on rediscounts and other ere di ts to commercial banlm shown on 
Chart 1 coapriae credit extended by' the Rediacount Department of the Bank 
or Brazil, by the Caixa de llobilisacao Bancaria, and by the Bank or Brazil 
on its Olm account. 
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•, 

Mr• Borne 

Ininl 1. rriNIIID, JON.Ph Ool.4, u4 Q. A. Coatanso 

Brull 

Attacbe4 la a 4raft ot an opoai ag atatwnt 'llbich w 
recOI an4 that Ill'. Jaco'beeon MU on tbe pnNntatlon of 
tbe Bruillan 1 ta to tlae JbarC1 t.D1• atternoon.. 



~ next 1-. iu:vol.vea 1ibe a4apt&Uoa ot certain un4ernan4Snp 

betVMll JlruU al14 the Jund tor the purpoaea ot the ~7 arnnae• 
aent ot June t., 1958, u ...U u Jund &ppZ'Oftl. on a 'UIIIPOZ'U'J' buia 

ot Bra1U' • 1111.11:tlpl.e CNl'l'mlOJ" pncUoea. WIien the nev IUniater ot 

11nu.ce ot Jlruil toot office towar4a tu eu4 ot Jiau, he rev1ew4 

the a1wat1on., 1Dolu4ina the nan4•b7 UTllllpMA" Vitia tbe fwl4, and 

._ .,... cue to tbe concluaion t.bat he voul.4 ba'ft t.o recc end certain uapta­

tiou ot pol.107. !bel'lupon, be praap~ aent ft'l)ftNDW.ti ,... to the 

l\u:ul tor 41acuaa1on vi th the -••111nt an4 atatt tor tu plll1>0N ot 

l'ffiai.DC the ,oUcl•• an4 1Dtentlona 1D tile letter annued. to t.be 

atan4-b7 arnrapaea:rt;. !he purpoM ot tbeH 41acuaa1ou bu 'been to 

rNCh an wu1eratan41.ng on the pollc1H an4 1nwnt1ou vbich Will pre­

serve an4 prmote th• obJeoti'ft ot IIOMtal'7 nal»iliiy., tbe foundation 

ot tbe atua-b7 UTllllpMllt, vbich vUl alao pz'OYi .. the buia tor the 

.... ~ , neede4 ~i'ft exebanp ntora. 

We bellne 1.bat the policiea amt 1ntentiona u Mt out 1n the 

NlDiner'e letter ot .ruq 15, 1958 pnm.da a reuonable proapec1; t.bat 

thi• obJ..Uft bu been a'tta1ne4. We ban alao ba4 41acuuiona ot the 

cb•np• 1D the excbenp qa"tia, vhich ia nov •et forth 111 detail. 1n 

tile appen4u t.o the :paper. u a re8\llt of tbeH 41.NU .. lona, w ba'ft 

pnpare4 W/')8/'jl, a.ncl our recc sn4a\1on V1ll be fowl4 on pep 5. 

~ I 
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TO 

FROM 

SUBJECT : 

Office Memorandum 

Mr. Per Jacobsson, Managing Director 

o. Paranagua, Executive Director ~ 

Brazil. ----
DATE: July 25 J 1958 

I have been instructed by tra Brazilian Minister of Finance to 
transmit to you in advance the attached text of a letter which he is 
sending to you. 

Attachment. 



DRAFT 
July 25' 1958 

Dear Mr. Jacobsson: 

The Brazilian Govermnent in its letter of May 26, 1958 indicated the 

seriousness of Brazil's current pa:yments problem and outlined the policies 

which Brazil planned to adopt. On the basis of this letter, the Interna­

tional Monetary Fund agreed to the stand-by arrangement of June 2, 1958. 

Unfortunately, circl.DllStances have compelled a change in these policies 

in two important respects, the coffee policy and the planned payments def­

icit. In this latter, I wish to advise the Fund of these changes and of 

the measures planned by the Government to keep intact the original objective 

to attain internal !llld external equilibrium. 

First, with respect to coffee, it has not been found feasible to 

implement the severe coffee program which was stated to the Fund. Conse­

quently, the Goverment has adopted the following coffee program which 

went into effect on July 1. Under the new coffee policy, instead of am­

render without purchase, the Government will buy 40 per cent of the 1958/59 

crop. However, the prices to be paid for this portion of the crop will be 

considerably below market prices and the cost will not exceed Cr$13 billion. 

To t.his cost. has t.o be added t.hat for purchase in 1958/59 of 1.5 million 

bags remaining from the 1957/58 coffee crop at an additional cost of Cr$4.2 

billion. On the other hand, the Government expects to recover Cr$3.5 bil­

lion from an increase in domestic consumption. Thus, the Government expects 

a net outlay for coffee purchases in 1958/59 of about Cr$13-14 billion. 

With respect to the 6o per cent of the 1958/59 coffee crop destined for ex­

port, it is the Government's policy to encourage the free movement of this 

coffee. To this effect, exporters will not be given the option to sell -­coffee to the Government prior to the end of the crop year. While it is not 



• 
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certain that this amount 1'ill be exported in full, the policy will minimize 

the pr oblem of financing any carry-over of the current export crop. In 

addition to the increased outlays for coffee purchases for stockpiling the 

return to the producers has been increased by a depreciation in the effec­

tive exchange rate . Whereas previously coffee exports received an average 

exchange rate of about Cr$43 per u.s. dollar, the system of bonuses has been 

revised to increase th:3 aver age effective rate to about Cr$S4 per U.S. dollar. 

In accordance with the clear objective of the Government to attain 

monetary sta.bili ty., and the difficulty of undertaking further action in the 

fiscal and credit fields at this time., the Govermnent has decided to adopt 

adjustments in the exchange system to offset any increased expansionary 

effects of Brazil's coffee policies. Therefore., the Government will in the 

near future adopt such adjustments as will provide sufficient additional 

exchange profits to offset the monetary effects of the revised coffee program 

described in the previous paragraph. 

With respect to the planned exchange deficit., a re-examination of the 

position has demonstrated that despite rigid adherence to the exchange budget 

expenditures., it will not be possible to hold the deficit in 19.58 in conver-,. 

tible and ACL dollars to $200 million. It remains our policy., however, to 

reduce the deficit as much as possible 1n 1956., and to bring Brazil ' s exter­

nal accounts into balance in 1959. Immediate measures will be taken, which 

we believe will be adequate, to attain this objective . 

The Government recognizes that a more realistic exchange rate structure 

is required for enduring domestic and external stability. .Accordingly., the 

Government will make a complete review of the exchange sys tam later in the 

year. 

/ 



. , 
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(25/vII/58) 

Apart from the changes referred to above, the Government reiterates 

its determination to implement the fiscal, credit, and all other policies 

set forth in the letter annexed to the stand-by arrangement with the Fund. 

Brazil would welcome a visit by the Fund staff near t:te end of 1958 

to assist in the review of the progress of Brazil's policies and in the 

contemplated revision of the exchange system. On the same occasion, 

Brazil will consult with the Fund for the purpose of paragraph 4 of the 

stand-by arrangement. 

Mr. Per Jacobsson 
Managing Director 
Intern.a tional Monetary Fund 
19th and H Streets, N. w. 
Washington, D. c. 

Sincerely yours, 

Minister of Finance of Brazil 
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ll9bl S. h'Sedala, ,...,.. JoW 
and , •• Ce..,_.. 

IIUil 



a. lna1l1• ~ 1A lta latur of..,. 16, 19'8 lntioatie& tM 

NliGuwN ot llu1l. •a nan ,..., au pzo1a1a m4 ORl.1Det1 -. poliaee 
o.do r 

1lll1oll lnaU ~J..... • OD 1ibe lau1a ot 1lld.e 1"MI', tbe llatena-

Uoaal. ...._, JQn4 apee4 to 1ibe n••-• ............ of 1'lae t, u,I. 

~. o~baw 1111Jlel•*..,ia .... ,.Uctea 

Sa talo ~ ...... ,.;•••'•tale oottee JO).lq 8114 tile ,1,,,.,., 
pqll lllW WS.01t. Ill tlala l.nt.•, I wlala to a4¥1N tilae lulN1 ~ 1-N 

Olal5 .. I aa4 of 1llle aHaaNa pl ..... 1lr 1ibe Clo'Nli Id to ... ~ tba 

Ol'lpaal. p1a • attain SA1ienal mi eat.eraa1. ... s:ulll'lull. 

run, vs.t11 ,.., .. , to oofhe, tt ua •• ...._ follat r..1-.ie 11o 

1J1Jtla1nl tbe ...... ooffN popw *1ab vu na'9t to 1*e fuD4. Coll• 

~. 1*e Goftl'!a en baa adopNA tba fQ1l.wf.as aoffN PNIP• Vll1ell 

Wirt 1ato dfNt OD hJ,¥ J.. UIMlar tbe 11ft 0GttN JOlJq, 1D1Jtea4 Of 1111'-

nadel' VS.'Ulaln ......... -- Goftralalmt Will - Jto ,. act ot .. JIii/" 
..... ... .. , 1M Jllll1.W to be ..... ,_ w.a ,orUoa of .. uop vSll be 

~ 11a1ov Mrkn pr1w 8114 u. oon Will -' ••••I C*3 i.uuora. 
~ tbia eon 11aa to lte .._. tat b' panbue ill 1"1/,, ~ 1., aUUOD 

MP r ta, .. tl'GII tlle 1"7/'JI oottee eq at an add.S.Uoml. eon of 

~.I laSllton. Oil tlle otbar IMIIIII, t1ae °""" •t ~ to NOOftl" 

eztJ., 1a1U1• tna • 1DOl"NN 1A .....UO .., • .,uoa. tllu, tbe 



•I• 

JdnS•t• t.1118 pnla1a ot ftneaJ .. sq W'l'7-0'Nf ot tM Olll'ftln ..,_. 

-... Ill llMlUoD to tba 1DcrtMIN at.lap fGI' oottN ,uttnw1 tor 

noellf1>1nc 111111 l'ftlll'll to t1111 ........-. ma NeD 1Dar1r111 11r a .......... 

u.. 1a * td'tNtiw ....,,... ... .__. ~ oonw ....-u 
ftNS.w& - ............ rate ot ... , ~s ,. u.,. •on•, ta 

_,.. ot lam- llaa ...._ NYS.NI to 1neNue tbe &ftftlll wttwU.w l'&'te 

to ~ •" ,... u.1. to11ar. 

la __..__ witla ._ Olasr -.,..Uft ot tba Gotea:• I R to nv.111 
I 

~ atu!JStJ", 1111A t.1118 t1fflelll- ot WIIMli:Mf"I tunbllr an10a.1a 

wU1. la .. ·WI" flltalft ~ lllela ~ .. v1ll ottNt tM ......,.,. 

eff9ou ot tM NY1N4 aoffN prop111 tNoriW Sa 'Ula pNftOU ,_........, 

PNf.'Uoll 1111a ........ tut taspite 1'1p4 ........_ to tlae _......., 

1-ten •••uti..._, ,, wU1 mt IMt JIONl~ to IIIDl4 tlla un.o1, 1111"8 

la eonftl'U.'ble uil IIZL tlDllan to .-, e1JU•, It r rt•• - ,.u.,., 
...... , to ....... tlae tlefto1t u-* u .... ,~ 1a 1,,a, M-l to Wi811 

lfUU' 1 aaG'IIIIJ. aoGllllll'U 1llto llillaaoe la 1959. I 1t1ate e11ave• vill. 
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.tpan ft'CII 1ibe ........ l"ehn'INl '° .... , ta.. Goftrmellt relteratea 

1"8 61ten11n&Uon to 1aplwrt tbl ft.Wl., OIA1.t, an4 &U o'Ulllr ,otteSM 

Mt, tmtll Ill tile letter ......... to tbe ......., Al'ft11811Wlt vitll 'I.be fllD.4. 

IIUil vaul4 WlAcae a Yialt 1'7 tbe J\m4 naff W a. en4 of u,I 

to win Ill the rwnev ot 1ibe pl'OSNH ot :aruu • • ,.u.1a MA ia t11e 

eoat s a l&W l'ffiaioll o~ tM rrbe•l8 .,._.. Oil tbe aw 001111•, 

BraaU Will oouul:t; with tile lw:l4 ror 1ibe JNl'JIOW ot panptpl ~ ot tbl 

*'• ,._. Juoltaaon 
.... ..,. llf..rN1lor 
llltern&tioul llaanu7 flm4 
lftb ..... ......_, •• v. 
lluldal'-, .. c. 
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AU!lOUD&IIS KOIEURUS 

.&nlll .. daa cawa da upuaio da oireulap• de papal ••• •, •pndo 81 pr1Daipa18 p,apoa de operae• 
Ill 111.lhoea de cruzeirff 

(ktupoa de contaa 

I - Bancoa Ccaerciaia •••••••• • • • • • • • • • • • • • 
II - Tesauro lfacional . . .. . . . . . • • • • • • • • • • • • • 

III - Governoa estadud.a e IIIIDioipaia • • • • • • • • • • • • • • 
IV - 1.utarquas e outra a entidades pG'blicaa. ..... • • • • • • 
V - P6blico ••••••••••••• •. •. • • • • • • • • • 

VI ... Operap• ligada• u reservas internacienaia . ~ . • • • • 
VII T Saldo llquido de ,giaa a ben:U:l.oapea • • • • • • • • • • • 

VIII - Financiamautoa a Ccmduao de J'inanciamento da Pndupo e ao 
Inati tuto Brasilairo do Cd6 para compra de predutos de ex 

Ol/-.o 
21.7.58 

- -portagao •••••••••••••••••••••• • • • 
II - Cm.pra e wnda de predutos .de ~• • iJlpetapo. • • 
X - Deuis contas • . . . .. .. . ••••••••• • • • ... •· 

Papel-aoeda em eiroulagao • • • • ... • • • 

19SS 

- 2.608 
,it 8.288 

+ 2.1&71 

- 1.1.6 

4- 6.948 

- 1.68) 
... a.110 

+ 5.661 

- 1...397 

- 3.697 

+ 9.269 

1.9$8 

l.9S6 19S7 
Ju../aab hnho/desea),. 

- 2.)61 - 18.8S3 + 6.8)6 V ... 
,._ 2k.348 + ,38.869 1.3611 

I + S.636 I 
, ... 

... 1.020 .. l.b29 - SS9 ... 441. 

- 2.401 .. S.337 - 1.68S - l.lOS 
' .. 7.940 -t n.e.38 + 1.S91 9 

' 

+ 3.604 ' 1.1,3 - 1.619 - 1.&81 

- 18.0.39 ... 16.l?f ... 10.119 ...u.ocx,() 

+ 1.203 + ll.461' + 9.64S +- 9 .. 000 

- .Uh + 2.915 + 6n 9 

- 2.787 - S.921 - 916 ... l.o84 

+ 12.323 + 15.Sl.7 + 4.lali9 ... 1.085 

-

I Total 

... 6.8)6 

+ 1.000 

- 1.000 

- 3.000 

+ LS91 

- 3.SOO 

- 21.879 

1' 18.64$ 

+ 671 

- 2.000 

el, J.361. 
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Present, 

Jlinutea ot ... \1.ng with Brullian RapnaentaUT• 
llondaz:1 ,tug 211 19S§ at. 10.30 •••• 

For the Fund ror Bruil 
Mr. Jorge Del Canto 
Vr. Irving s. J'riedllan 
11r. G. A. Costanso 
Ir. J. Gold 
Ill'. c. Darld Pinch 

16'. 8. Paranagu! 
Mr. P.l.nheiro 
Ill'. Corna 
Ir. Ribeiro 

JIJ'. Del Canto opened the diaouad.on b7 empbuis"- the illportanoe 
ot tba &gl'9emnt rith Brasil tor Fund relationa with other countries. 
He imrtaneed tba f'nqant. reference• to tba exilltina arranpant. Jl&de 
to hill while 1n Argentina recentl1'. from th1• experlenoe he felt it 
wae wrr illlportant that CV' reviaed plan apt intact the main teatun 
ot the plan, 1181111~ the achievement ot internal •omtaJ7 stabili\7. 

:vr. Priedun then explaimd the poai tion ot the Pund etatt, a 
poe1'1.on whioh bad been cleared with llr. Cochran and Kr. Jacobaeon, 
about the epecitio .tepe to be talmn at this u.e. He explained tbd 
to the Pund the exchange ayatea wa~ never satiafaotor,". The plan had 
been acceptable~ u a tiret atep on the buia that intarnal 1tabili• 
zation would be achieved 1n thi• phase and that. the tall exchange retora 
would cane next. The atatt felt that. the changes that had been made 1n 
the cottee pol107 cll•t.rored this qneaent. The new coffee stockpiling 
pol107would use the exchange profit• inattead ot permitting them t.o be 
eter:111sed to otraet the 'buclpt. deficit and credit expansion. Thu, 
there would be no internal et&bilisation and no buis tor progreaB. 

To kHp intact the bu:la ot the 1tand•'by plaa it was neceeeary \o 
N•eetablieh the plan tor internal 11tabil1"'7. All it. seemed unnal11ti.o 
to expeot .t\lrtber illprOYement. 1n the budget or credit fields, tba ott­
••t to the o~d cof'.tee policy had to come flooa the exchange •te•• 
BT incnuing the uohange raw tor pn£erent.1al payment.a to CJ180, it 
would be poeaible to re-establish internal balance. 'l'he start beliffed 
this ohange ahould. be made inmlediat.eq-, wt 1n vi• ot the practical 
proble• it wu agreed the introduction ot the new rate Right wait 
until aid-Ootober. ror the sae consideration the eta.tt raised no 
objection t.o • delq until September 1n tha reduction or the amount of 
foreign exchange auctiomd... 
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Pua1ng to the prooedune, Mr. Priedllan added that the eta.tr reooe• 
n1Md that the Bruil1an autboritiea would not wi•h to uk8 pubUo ooa­
llitant.e on rutwe exchange rate moYeaenu. Comeqmnt.11', the at&tt 
propoeed that two lettere be Hnt to thll Pwld, one ot which would be 
cov.chK in g-.ral tenae and would be oirculated to the Board, while 
thll aecond oanw1n1ng apecit1o undertaldnp would be kep\ Ncnt.. 

Jlzo. Oold eaphuised that the •uaseated prooedun would uintain 
the oontinui t.7 at the •t.ancl-b7. 

Vr. ~htt.ro noted that althoagh the coffee pol107 was more s.n­
tlaUOD&17 than before, be had t1pra• indicating that due to prertou 
detlationar.r ton.a 1n the plan 1 t would be tinanoed rl thot1t intl&tion. · 
He did not Wish to eapbaaiN theee eaUutee, howeTer, tor 1 t was agreed 
that there were olearq innation&J"7 danpn in the mer-all posit.ion 
of Brasil. 

Jlr. Coatanao expla:l.ned 1n detail the propoeed content of tbl two 
lett.n. 

Jn re,li' llr. Corna explained that. tba propoaals eXCNdad tJl8 
G«er1111nt•1 present intentiom. At the pre8e1" t1a the OOYemment 
plamed ~ to inoreue the preterentJ.al. rat. to Cr$70 per USll in 
Oat.aber. '-I' would have to diacuae the propoea1 ot crt80 per OSll 
w1 th the lf1.n1ater b7 telephone. He apl ad Md tbat be pereonalJa' WU 
1n tan,r ot the propaeal. Even tbia increase troa Crt70 to Cd8() 
wOllld have aome illpact. 1D Nduoi.Dg the demand tor pnterential ex• 
chimp. 1'1th the IMdaetarr aitaation so cll.tficult be felt the increue 
1n cruMiro coet of dollar expend1turee WOllld :reault. in econoa1N. 
B«na, it was a ••rioua deoiaion to take and the tinieter would have 
to malm tba tinal decision. 

llr. Pinheiro aantioned that he belieT•d thl GOYernaent wu con­
cerned at the coat ot living iapact. of an increaee in this rate. An 
increue in the price ot petrolea and of wheat would 1"&1n coeta and 
11:1.ght tip t.llll acalea in t&Tor ot wage increaees at this time. 

Ill-. Coat.anso and Vr. Priedllan explained that the alternative to 
thi• increaee in pnterential. rate was 1n.tlationar., 'borro"1ng from the 
Central Bank. Thi• borraring would more oertainq increase the coat. 
ot living than the rather minor direot iJapact of pnteren\ial ilfporte. 
11:r. Costanso indicated that although he would prefer not to rec_.Dd 
it, nlective aubaidi•• tor a transitional period to cuh1on the iapact 
1n po11Uoalq nnadtive price• 111.gbt be preferable to a nbaic'1' on 
iaporte 1n pDll"al. In partio'lllar, publio vamper\ llight be teaporariq 
nbaidiaed it the poll tioal probleu wre conaldered illport.ant., 



.. 

-

• 3 -

Mr. hnllacJ Mpbu1Hd his belief that the 1.ncrew in~ 
pretereat.ial exohange rate be gra4ual. He bel1ned that an increue 
to Czt70 1n October and to Crt80 in Januar;y or Pebnar,r was aore 
praotS.oable. It wae pointed out bJ' the etatt that a aove•nt. to 
Cd80 was 1n itaelt a OCllpl"Gldae propoAl. It was the etatt•s jq• 
..nt that a IIOl'8 appropriate rate was in the vicinity of CrtlOO to 
Crtl20. llr. CoJTea expneeed h1a Ml agrH11ant with thie poeS.Uon, 
!he etatt alao noted that w1 th \he projeoted 20 per cent, redaotion 
in •zahUJ&e actioned ti. 11pread in tba exchange rate, 1110uld ~ 
widln dlsp1te an inoreue 1n tha pnten11Ual rate to Crt80. 

'!he Bruillan npreNnt.&ti•• acned to \elephone the Jlin1alter 
to c»tenaine h1a rt..,. on the propoe&l to inorean the rate to ertao. 
In the •ant.ime th9J aaad the awt to prepare dratt letten on the 
u.ne, ..-•tad, includina the 11Dartaldng to mOYe the pntennU&l 
rate to Crt80 in October. 



... . .. 
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). Papat.a dlltl.ol\. tbe a . ..a\• ra.U 
l.t.alt. lu l*Y ... ,. a.mu. 1a •llan ud .rnacie• in '° . aillua. 

bU now re ucataed it.a Jlll1lllt•• poei\i.oll ooaellldad \.bat. it, wUl aot. 
a M l'NllN d.lielt, 111 \DIN OVNNleiea ill l,S, belar a 
of a aUlioa. . raailia ,eprwenta\iYN at\rl'ba\e 

,11. inarNN ia t.be lo t.i. tellolrS.lw tanon, ( • ap4tr\ pro...._ will 
'be 111111• l••• \naa •rtclnelq ea\11111'9111 It) ,.,_._ will \M 
•rSct•l e.U..\N tr ,, ailllell ne t.o atappltan• oNdlu twl'l"ed 111 tile 
t1m llalt et 1,S8 ud a DH &,r>JSieal ot a~\era esohall- O~ip\1-

la 1,se. 

TM haai.11.aa NPNMll\&UT .. 
t.1• ebt&iD balance of ,1. 1a ,..,.... 
\1'11• 1 .•. , 

1 ., 

be Nlaaoe of JltVWU pl'O.jeo\lou tor .... rMaoDllllle. t••-, l"N&ll 
heft \M ,tart•, paeit,loa all alftc t,bl\ imed1at.e nduet:loa ta autiou 

~ a 1n U. .... IINUNIJ 1 t,ae detkit. ••• • 
den \o \bit •r.tctal ftJ 111\ > 'F \bl •latf •• w _, 
,1aere bacl •t. ,., .,._ a red\lC\1Cm at&CUoai in •l• oft.be iDonaN 111 t,be 
a:\ie1pe'4td dettes\, \bl 1 .. a111aa NpNNftUU.YU aa1d \ba\ \be Miniater et "Ua•• talt. tllat. 1\ - iape1elltl• to Ndl&oe au\tou at. \be .... \ta u be wa, 
ao\1111 w1,11 raa,eot le Ula ooftff Jl"Of1'UI 1lanber reat.raia\ et INdpt, •d 
ortdi\. 

•• '1Na1 _. end1' peU.S.a. lrulliM npn .. nta\iftll mined 
dffei.,.iiG wlG ,..,.a Ce Hicil and ondtt ,ou.s.a clvtlll * nnt. ti•• 
aoat.u of 1n rela\Soa CI01lld.._ta udenann ader t.he naad-1:fr. n 
\lie tint tin aontha or 1'S8, tlw lllldc•ta17 ietiOit. -IUIMd lo ltUU.ea. 
T Braail.SANI NpnNll\&U.-.. ladl.•'84, ........ tbll\ Ula new Minb\eP et l'inucte 
1a ~ .. lMd ., w •• , .. c1 a no:1., et 20 bill.Joa 1n. 1,sa. •• ,., 111t.o 
erren an ...... pregna whitdl CIOM1 l\Nlt \&Jldeir ,. • - u,u-•.a 

arru. int.•1111111 '8 atfN\ tvUler ..... u••· natt 
teu1w11r •t aebioYilll 1 ts.10&1 Ml'I"• pa"'1nluJ¥ 1a new et \M ., 
NU0-1 pat.lea o larpr :--e1 la,._ NOoad 1181.t et tbe 7ear \ban 

ttnt. a. ._ aa1d. taat wn -re of 
, "° \be t. . 
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ti8ano1Bg oottH. The BraailSAn repreNBtat.ivu rtplied t11a,, altbo111h t:Lnanainl 
tor ao!fe• wo\lld iaoreaae in t.he la.•t balt ot the 7-.r, 1\ wu the iatentioa al 
th• Bn.sil:i&n author1t1ea te re~ .. o\her oredit.e \o coapennte tor thla increue.· 

U'nder tbe eta.nd-1,r, Bre.ail alao oolllllitt.ed 1\aelt t• o*-in1111 lap.ala\ioa 
whieb would peiai\ an 1Jacreaae :t.n bank le pl reeerYe requireatlllt1 . to 12-24 ,.r 
oent tor tia &ad cmand depoait.1 reepeot.iveq. Tbe Braat.lian npraaenk,t••• 
indicated that enact•nt ot \h18 legtalat.ia 1a espeoted 1n t.be nur t'lltU"e. 
In this comwo\ion, '\hB aatt diacus1ed with th• t.lle coneideable a:pan•ioll 
ot co11meroial bank oredit. which baa taken place ill t.be lut tn acmtha, a1,no111II 
·reoopi11D& t~t tbere wa1 no dino\ ooaitaent on \hia upeol Wlder th• a'8ndi-llJ 
arranpae!J\. 

Under the 1tlncl-11J &lffngemant., Bn.111 aleo undertook to •intain ollrrenc-, 
i1eu dlU'1lla 1~8 under Cr$102 billion. .la of t.he encl ot 111f, aurreDOT ieaue 
uounted to CrllOl ,1111ea. Bare agaill, tbe Brasilian rep:re1enl&\1Yea indicated 
t.he .t1rll intent.ion ot their Gonmaent to oollJ)lr with tb11 oeil111&. 

S. tu;;«• ;i•ta. The Breaili&n repreltlllte\lvn indicsat,ed \bat,,-,. bad 
eone ... a W Wembange rate adJuataen• - ·- - 1n June. Tlle 0~ uoepUon 
ia that pe\roletlll equipaent and related eeniau ., e.1 ctnn the cr1~58.82 rate 
iutiead of the er: 70 rate. the other 1-nd, \he rate ot 0,. ,70 ha1 bMn applied 
tor equi)IINIDt iaponed unde:t oredlt arr&ngellenta, WMN&a 1Uldar the June lllld.•ntaadinc 
\hie rate wae to be kep\ at Clf.S8. 82. Th• at.art aaid that.-"- 01 1\ill tbftu_'d.n 
tba\ the .. a t · be · - r ·Th• Bra11lian npn­
sinU~lve1 repl.ad that senoue coms1deation ne being g1Ye t.o the abolition ol 
the Cr r! • rate and JIO'YUI t.he pi,,~ at.reoW the er. 'JO ~,•, but that 1hia 
oould net. ®De unUI after the electione 1ft earq Oa\ober. TIie •MU. indicated 
that tinawould ot oours• be a welcoa e\ep bllt Cf'.it. ineuffioiea\ tort~ nMd.a of 
Jmu),. At \hi.a ~1Dt Kr. Correia aenUoned \he poa1ll>lll1.J' o! ~l"tJler oonaul\a­
tiau between Bnllil and the Fand later 1ft the year to diacnu• the retora of the 
•nhan.~e q•tlll. 

0a \lw upon •tee, a tn ainor q,aeationa nre J'ffined 1a add1\1on t.o oott••• 

start wal:ut.ion 

'?he !'ff1eed Brasilun pqraa ill ol,tal'ly not 1n acoor6pce with the teru •t 
the rrt&Jld.lr arnncement. 11o:reGYer, th• new progftll o&nBO\ be recaried •• R\ie­
tut.o~ }Jr the oriteria uaed 1n agN.tng to \a. etllnd-by' arranpaeni. It. c:bu 
no\ otter \he aa11e espena\ion ot aobtff'iac aout&t:, 1nabilitr. In b.rt.t, the •nbani• prot1'8 are now being uud to tiulloe the oott•• progNa inatead et 
ottaet,1.ng exp1n'1,ona17 taoton tro11 tbe 'bud&•\, pr!Yat.. oftdi\, e\o. The atat! 
believe• that the Bruilian authorities wieb to overooaa t.h•ir proi.1.-, wt tor 
th• till& beia, po11,1eal aonaiderat1on• •k• 1\ iapN11l>le t,o take t.be at.pa 
neoe••I7 tor a1hS.f'i'ing 110net&J7 ltabtltv and ....... ntora. 

Our j'adplnt i8 that little can be done at \hi.a t:la outeia the acba11• 
qnea to 1aprvTe tba ai\uation. It woalcl, \heNton, • deaiable to baTe aoa 
:ratller tira indiaa\1on troa the B:raa:ll:i.An. au\horit.Jea •h1oh •• cOllld t.:rannit ~ 
the Beard indi•\1DC that tu, ha•• inten\iou of ~utlll& \heir uchaqe .,.Ma, 





SECRET 

TO:---· L 

FROM; 

INTERNATIONAL MONETARY FUND 
WASHINGTON, 25,D.C. 

. "' f ::W '.lORK, NEW YORK 

SECRET 

029771 

FILING TIME :-1u22.P.L July .ll., ..l~,58 

VlA: ___ .wt~J ~-

Number: __ 122 

IIAVE EARMARKED FOR Yotm ACCOUNT 24'.>4 .093 TROY Olf.fCES OP FM GOLD rt OR!Eh OF 

BAt~CO DO BRASIL, S.A. 

Teet OW!lber checks 

Approved: 

Received in Code Room : l : l · l J~~ +, J.95~ 

Ori : TRE 
cc: Mr. Psr8n f.UB 

YiHD 
SEC 



SECRET 

INTERNATIONAL MONETARY FUND 
WASHINGTON, 25,D.C. 

TO: ----Il'fIV...-... N ..... A .... TT.....,O...,Nwa,A_I.-JOM-ONET ............. AR ..... Y......-.P't-D'ID .... 

FROM; D.Dl!"iBAL RESIRVE BANJC OF BW YORK, IiEW YORK 

FILING TIME: 4132PM h.J.¥ J.4, 195S 

VIA: __ ... _. _..W..__ ______ ----

Number ; _ _.c;;l.2=3 ....... __ _ 

YOUR BO. l8 TRANSFER EFT.e!C'l'ED 

Ori : TRE 

~ .. ~~ 
SECRET 
E~ 

029770 

cc: "'1- , P~ranagUR 
HD 

(Bra.r.11), 

Test nwnber checke 

Approve4: 

Received in Code Room· 6113 pj,f J~~ !4, 1958 

SEC 
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The llanllc1III Direcwr 

Irnag s. Fn,eclaq •d o. ,. Coetanao 

Bndlian Exohulp S,•tell 

The tell.ering are 80III aagea\1oaa • poaelble c ban~•• 1n the Braailian. 
enbange 17atea, on the ueap\»a Mlat. Brasil wiabea to 9bance ita ootfN 
program and gin more !"flaUDel'll\ion t.o cott• pndaoen &ad nportera and 1a 
requea\lng an increue 1n uautanoe tl"OII tbe Unit.ed awe. 

1. .A ellanp in \be rate tor coffee and cacao lo Cr$70 per accom-
p111:led i,, an increaae in the prete:rnual import. rate w Ol'S .90 per J, 11, or 
hiper. Tbia ie Terr oloae to the o,tciMl ataf't propoul. btlve t.lw .... 
reasons tor nggeatillg it. now •• - lad las\ IIIJ7. I\ wo\lld pnni.de the in­
creue in 1"911t1Mnt1on for ootf'• uporiera and pNduoera whiob 1• being 
aoqJI\ llr tbe Braa111an aut.bori\iea. 0a the bam of tbia •zelaanae a,awa, 
n WOll1d alao go 'back \o tbll or1&1al oott• prograa et, 11:a ettM\, a tu 
in kind tor all oott• not. aporlecl or aold dow\S.eell,-. 

2. Dapnoia\ion of tt. oott• raw tr an uouat which woulcl. c1Te u1 orten 
md J>"daeeft ~• aau reameration u oontailled 111 thin the nppoaed new pro­
po-.l.a. (T~• oould be 80lletldac aore than CrW,0 per n, bit\ we ban not 
bad time to ealoulate it.). 11th iwpeo\ lo Saporu, 1t.•01lld •Ull be deair­
able to h&Ye t.b8 )'1'9tenm\1al rate rataed to Clt90 or ldaber, but, u a ain:laua 
it 1RNld hff• to• ratNd • tbl UOllH ..... .,. w orr .. , t.be upanaioaarr 
illpae\ ot a more depreot.ated rate tor •tte-. la'9nUon would be the sau u 
under 1. abcn'e. 

J. On \be ••~ion that the Bras:ll:l•u gift Tel7 •t.roac &l'g\:llllllte 
•bJ' \he., oannot. ollallge the coffee raw, ba.\ net, aot. •lon& t.he liDN nc1••ted 
ot p11ftlbUSac the exceaa cotfN al\lloap at a rechaced prlN, 1\ 11 ....... 
\bat, '119 FUd 1Da1a\ 1n ~'U'II on a deprecSa\1.oa ot t.be preteNDt.i&l Sapo:n 
rat.ea. It, would be beat 1t n oould haft \beir agre•1nt, to a ..,ef'e.Nllual 
illpon rat.e ot cr(.,o or mo.re. The 1WW1U111IOll1d or courae be an iDcNAN 1n 
taper\ rate• etpd.ftl.at. to oftNttini t.be upauiona17 e teot, 01' t.be cotf'N 
prograa. 

0v ,reteNnc• would be for •it.her a reUJ'II to \he •rici•l na.tt propoeal 
•• out.lined 11nder 1. abon or tor eome ot.1&21• a~, on 9'ftN, but with 
an iacreue in the )tNfena'1al import. rate \o crt,o or biglllilr. 

'e ban not, wlbd out, tlle aritJaetic on t.he ... ta17 expaulon of d.Utez.. 
at, -ue•U-, which we will INt doiJlc, bat, haYe gi'ND 700. the aboft u a 
ql11ok l"'McUon t.o our diacuanon to-,. 

We would like to stress that the above is tentative, based on the assum:p­
tions that were made at lunch today. We need a clearer idea of the basic facts 
such as the precise character of the coffee program, the amount of balance of 
payments deficit that will be financed, the likely auction rates that will 
prevail, and the expected budgeta17 situation. 



,. 

(1) It ~ excese cottee at 1/2 P'!:o• - then .,. • .,. n.pauion • 

abcut CrtlS blllien. 

(2) It bay' exc••• at tull prioe - \hen IIDl'leMl'J' e•u1os • -
(.3) It otteet in illpo!"\ rat.es 

~r l a ve need a~t 

p_retere11Ual rateet 

aboa\ CrtlO billioQ. 

for ( ahCTM need atM>u'\ l"I "' ,er ' ! ilacrNse 1n J»i-.terential 

rate,. 
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OFFICIAL 

FOR PREPARING OFFICER 

D Nitht L., .. , 

D OrdlM,,, 

Iii C-4• 
SP&CIAL INSTRUCTIONS 

AUTMORIZATION 

FOR COD& .ROOM 

n-. R.cei-i ---til!ll .. 11111--IJll--­
riMe Diapatched 1,11 I.If 
..,_lie, of Word, Jt ; f 

... ~--j~,,o~~...----.-
Route ----1HmlHlta­
C>..-r1ter ........,__.,.."'""""'lllf,-...... ~-~ 

OUTGOING MESSAGE 

7, ' 

• l'l.eue 

INTERN~TIONAL MONETARY 

WASHINGTON 25. 0 .C . 

• hBd eabl.e J-17 • 

Di 

DO NOT TYPE BELOW THIS LINE 



OFFICIAL 

FOR PAI.PARING OFFICER 

0 Ni9ht Letter 

0 Onli11a,y 

IX) Code 

sP,CIAL INSTRUCTIONS 

Code 

-II# 
~7alah/a-, 

D,ahed Br ------....---Of!1de ot tne 
Treasurer Oepartlftent ...,,,.. _ ___._.......,......, __ 

Juli ll, 1958 
t H tf '. l tf• t?, 

AUTHORIZATION 

FOR CODE ROOM 
fi111e Received ___ l_:_0...;.5_ffl __ _ 
fi111e Oi,patcliocl ____ 1 __ 1,.1 .. o_PM __ 
"'""'"' ol Word• __ .;;..l:;,.5 __ _ 

24995 -ot~----.......;.-wo~---~ Rout• ____ .....;. ____ _ 

Oper1tor _____ GB ___ _ 

OUTGOING MESSAGE OFFICIAL 

3. 
INTERNATIONAL MONETARY FUND 

WASHINGTON 25, O .C. 

Federal Reserve Bank at Rew York 
T•' ---------------------------

New York, llew York 

no. _18 __ _ 

Flea se transfer from our No. l Aocount 17,250,000 
\ 

tic the Banco do Sra811, 'Rio de Janeiro, aCCf>Unt. wit.h 

7ourselves TBlue Juq 14 um.er cable ad'rloe to the Fund. 

INTFRF ,.., 

DO NOT TYPE BELOW THIS LINE 

COS Mro P 
HD 

_ TFu:, 
SEC 
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S. M. C.t 

~'~ ~ 1.,~e~ ~~ 
R~a d~ J . iro, Julv 9, 19580 

Mr . Per J co f so 
o 1 i Director 

I t rn ... ; o .1 ?lo1 t ry 
lQth d !I . St ' P. ts, N. , • 

.e.i 011?5,D.C .. 

U. S. /.. 

e •r ::dr , 

und 

Crig. Llli:'.. r TRE 
cc of letter , Mg. Dir. 

De_p Mg. Dir. 
MI • .Pa ra.nagua 

~!HD • 
ERD · 
$: 

• 
~~~is to~ ~orm yo~ th t T ha e i 

_xe .mt1ve Di ~to Qr +he 1 r1 . ,.., ~n-c' :la Mo ~d · l • ~ to 

by ~,.. e o J l. 7, 1958 o"" i ~ E ~ l ~ · ... . t., 

1 cod l tl r .. t of D.,.. • JO st, Jo 

d Me ~ ~eto to ign on 
mo ~P. .. 11 :-ol"ce. 

}i.., " 0~ .• . 'S eriu ter J~ ~ .: 

il-: ac e.d pl ee find utho,..i ei 

tur ~Q ign behal~ 0 t r.er1 t dt,.,oj M·ed 
·+ 1 ea to Or:ter tfor.tE ~·ec ~ oy ~3me ag F ~o. 't .,o , .. ••o 

rs.z ... or in conr.. .cti on wit .1rre r1t \. si nP.e6 C ... t 

duot in 1 t . capac .. + at D~ o 1 to_ ,,r " r the In er I tio . 

Verv t ' ly U '8 . , 

~ 

d s, ~ar ii m rre 
Ex :::u iv ireo 

.; .o 

' .., .... 
tio 
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1, 0(. -
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OFFICIAL 

FOR PREPARING OFFICER 

D Nighl Letwr 

D OrcfiNry 

£:lxcocl• 
SPECIAL INSTRUCTIONS 

Code Cipher 

...Mt.. .... 
Draflecf By ,..s;,,; i nlt/§1. _;r.r,-

Oft!ce ot the 
Deparl111ent %r¢asu;cer }( 

I : I Date __ ..,,,Inl..,4;J:~9i.,.;.,.iSj\-.._......,_ ~.--, 

AUTMORIZATION 

Second Signature Whu Required 

FOR CODE ROOM 

Ti111• Received JtJ.J J* 
Time Ditpatched 6tGO . JIM 
Number of Worch --Jl----
lot 2U8t 

Route - ---A~X,..,.J,._.At\ilMolfioiiil;t,...,I.,..C1"'11A.,.. 
Operator -----'~-----

OUTGOING MESSAGE 
INTERNATIONAL MONETARY 

WASHINGTON 25, O.C. 

To, ____ :;§!:iP:.:•:.:riR:.c::i:.::t .::en::.d=:e=n~cc;,:iia=-.=da:.-:Mo= edagmi...,a;8 ... do-.,_Cr;ared.1..:a:;,;;,.t.:.;O-. ___ _ 

Mo 4e ,Ione,m, Uro11l 

Bo. _,..7_ 

l. Federal Re9ernt of New York advi er t 1 , O, 

value J~ 8, and 4,00. 1000 value July 9 t.o Fund 1 o. l ACC • 

. 2. You are aut - too. t.o debit ~ ' s • l Accou t or, zeiro 

21.is,12,,000, nlue J lly a.nd cni&eir, a 74,000,000, V. 
~ 

Jul ;; e 

Please cabl e execution. 

) . Ret'erence ·our oable No. 6. ~co do Brasi l' s ao< o t at 

ederal Reserve k of York vill be cred t d o July 11. 

Teat )l()., 

p 

SEC 

00 NOT TYPE BELOW THIS LINE 



INTERNATIONAL MONET ARY FUND 
WASHINGTON, 25,D.C. 

p YO: , • !ORK °' ll 

FILING TIME: -2 :~1 f uJ.y 8, 

120 Number; ____ _ 

I'l'ED YOUR KO. 1 ACCOUNT ....,000,000 BY ORDER # Tlm FIRST NATlm 

CITr BANK OF NEW YORK, ID.'\l YORK HAVE CREDrruD XOUF NO. l ACCOUIT $5, 150,00 

Y OFD OF THE HANO'r~ , YO.RIC HAV.t; CRiillI'l'ED YOUR • 1 ACCOUNT 

c, 500,000 BY ORDER OP' J. ' . AN CO. , INC. , Th"W IV.cD 

FOR YOW 1'0. l ACCOUNT IIf rums NOT AVAILABLE DEFORE JULY ,000,000 ·y 

ORDER OF THE CHASZ , 1A.'1.i:IA'rrAI{ BARK, !'raW YORK AU, bY OF BANCO 00 

B& n., . A. , RIO DE JANEIRO 

Test oer ~hecks 

Approved: 

Received in Code Room : 5: - J~ # ,,1., 

OF YORK 

Ori z TR 
ccz r. n ~ua 

HD 
SEC 
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SECRET INCOMING -MESSAGE .. r-SEZRET 
' . ' -------------= -

INTERNATIONAL MONET ARY FUND 
WASHINGTON, 25,0.C. 

FROM: BAIO) DO BRASIL~ RIO ~~All!IRO 

FILING TIME: 4JlP JULY 8, 1958 
I 

Number :------=-=--1-------

029710 

~ SINCK DBPOOl'? DOI.URS 17,250,000 WITB FBDERAL RESERVB 

BANK OF It.Di YORK Pa\ AC<XIJlfr 

qproved: 

Received 1n Code Room: 

Origs TRE 
CCI Ilg. Dh-. 

Dep. lg. Dir. 
Jitr. ParanBgU& 

HD 
Lm 
RF.S 
ERD 
SEC 



SECRET 

INTERNATIONAL MONETARY FUND 
WASHINGTON, 25,D.C. 

TO: IWUGllO DlDC'T{Jl Jl'aRNI» 
J J CARDOZO DI MSLW llBTO EXICt1rIVI DIUCTOR 

FROM: IJIPIIWMte«IA DA IQ!iDA x J)() CDDno, no m JARBIRO 

VIA: -"-'--.;_jll:, ... l:l_ _____ _ 

Number: - --..=->"""--- ---~~-

\~; .. 
! SECRET 

~-l --====-============== 

OriC& TRI 
CCI lg. Dir. 

l)ep. • • 1)1.r. 
Mr. Paranagua 

HD 
t.m 
RBS 
ERD 
SEC 

A8 J'ISCAL AGIICY 10R THI: OOVEkilllE,NT <:I BRAZIL, WE DESIRE «ro PORCBABI l'RCll '1B 

I1ftDIA1'l'.~ MClllTARY 1t11D v.a. DOLLABS 11,a,o,000. Il1 ACCORBANCi Wl'.l'H !HE T.BilMS OP 

AIWICLB Y, SIC'l'ICG 3 AID '• OF 'l"BE MD AGREBMDT. PllWlE CREDIT THIS .AKUIT '.rO flJI 

ACCOUN'l' or BAJICO DO BUIIL, RIO DE JAIEIRO MADTAlllll> WITH n:nERAL RESERVE BAftlC at 

BW ICRC, llBW Y<IUC. ~ • -

WE 00 DREBY REPRl8D'l' 'DIAT 'mIS aJRRIKCY IS PRISDTLY REED¥D POR MAKDIO DI SAID 

CURRDCY PAYMll'l'JB WHICH AU CClfSISTEBT WITH PROVISIOIS OF ffl8 fUIID ~. 

1.'lm IQU?VAIDT a, TJli AJ«)tJHT or DilSIR&D CURRENCY DI CRU2BIROS lfAMELY 319,12~,ooo 

VU,L Bl PLABD ~ TD CRBDIT O'I YOUR~ OU 4CCCXffl' WI'.l'II 8UPERIMMD!NCIA DA 

lOIJ>A I DO CUDITO, RIO 1l! JAOIBO <If 'DIE YAU.Ji DATZ 1'0 Bl SPICD'IID BY YOU. 

Vffl ~ !O '1'HE CBAP.GIS PAY.ABtl UJlllKR ARTI<:m V, SICTiai 6 A OF TBE l'Ull) AGBIEMENT, 

W BAVi INSTRUCTBD PBDERAL BESERVE BAB or HEW YOJS, KIW YORK TO :IARMARK ,OR YOUR 

GOLD .ACCOUJff »PBCIKINAT.ILY BU'!' Jrar LISS TBAJ1 2,~.286 J'ID OUIC&S O'I GOU>. 

WI PURTBER sTAm !HAT ffl8 RIQUIIST I8 MADI DI ACCORllAIC'.S Wl'l'H STAID-BY ARlWtGEMEDT 

<R JUHi 2 1958 

In fund ' e C1pbff 
tr.at nuaber cucu: 
Jp,pioved.: 

Received in Code Room : .:i:JO 

I J CARDOZO llE MIU,() n"l'O 
&DCUTIVE DIRIC'l'Oa 
SUPilUlrl'DDENCIA DA MOll>A E DO CKSDI'l'O 



SECRET 

INTERNATIONAl MONET ARY FUND 
WASHINGTON, 25,0.C. 

FROM: J ' OADQZO DI MILU) ll!O, IDCU'lIVB D~ 
stlPIRDTElmENCIA DA IIEDA I PO CREDlTO, RIO IJI J'AIEIRO 029662 

FILING TIME: J8fJ ,1QS7 3, J918 . 

VIA: --·HH--------·-~ 

Number:---------~-

WE C<.tW'IRM 'l'HNr mm•s RUNB.ER OBE ACCOOD'l' WAS ClmJ)ffim wrm 6'J3 MILLION 

7!i0,000 CBUZIIBOS VAWi JURE U ~58 

J J CARl>OZO DI MBLI.O D.l'O 
EXECUTIVE DIREC'l'OR 
SUPSRllfflDtDEKCIA DA KlBDA E DO CREDrro 

OrigJ TRE 

In FwMS.' s ciplle:r 
1'eat number <'lleck1 
~: 

Received in Code Room: 1& 15 PH Jvl,y 3.--19S1_ 

ccs Dep. Ilg. Dir. 
Ir. Paranagua 
mm 
SEC 
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OFFICIAL I 

FOR PREPARING OFFICER 

D Night Letter 

D Ordinary 

lii:JLcode 

SPliCIAL INSTRUCTIONS 

. ' 
'-· -· .... 11, o.11/COI tea •e/ 

P..S.edan1-
Depart111"t 1,.19\IIQ 

Date ---'--....,,,1,il[l,,,....,)"'1-9$,;t,18..__ 

AUTMORIZA TION 

H MERIE COO HRAN 

Second Signature When Required 

FOR CODE ROOM 

Time Rocoived 21,35 fM 
Ti111e Dhpatched 6 S~ fM 
Number of Word• _ _..l ... )[Mh"----
Log 24842 

Rout• ALL IIIIJOA· 
Operator • 

OUTGOING MESSAGE OFFICIAL 

INTERNATIONAL MONETARY FUND 

WASHINGTON 25, D.C. 

Ria l:c..U ... 
JN• .. Na Allada 

To: lhftltr •. fttp M 

•s-.eraer• 
Rio de Jana1ro (18.U) 

Aeeol'd1Jls '8 uottioial. aourcea lra11l baa ebanpd 

ett••'1•• aollaas• n\e applicable \o illpol"U ol pevo1-

tNflliJ*II\ and nlated pllJIMllta tna Cl'$?0 per u.a. dollar 

\o o,tS8.82 per U.S. dollar. WUh w point ou\ th1e wollld 

be ooav.17 \o und.enaltinl• of Braaili&n OOYe1•1•nit on 

uoblmp pol.107 under recien, a\l.ncl-b7 arrang ... ,. A.la• 

oder Puad Aniol•• neoeaNl'f t.o ot,taill hnd &pp1'0Yal 1D 

advance ot &IJ7 rate olaas•· Pl.e&N adrl.H soon•• poulbl.e 

whe\bar etf-.ative taport raw referred to •• been •hanled 

aiaoe ellt7 ncl& 01111111• will bave to be aublll\ tet1 tol"thlri th to 

Euau'\1Ye a.rd ror aoUon. 

DO NOT TYPE BELOW THIS LINE 

Intertucl 

ccs Mr. Cochran 
Mr. Costanzo 
llr. Friedman 
llr. Gold 



INTERNATIONAL MONETARY FUND 

G. A. Costanzo 



I' 

,, 

Jlr. WUlia r. Cabe, lucutin Director 
United States ID"91"-Allerian Colmcil 
15 Park Roar 
I• Iork 38, I. Y. 

Dear Ir. C•bllr 

Tour letter ot Jm• 6, 19S8, to llr. Del Canto was 
raterred to• u \be Director representing Brasil iD the Intemat1onal 
Jlonetu'7 hnd. 

Beaidea the Fund'• Pnaa a.i .... , there 1a no other 
doclllltDt tor publ..ia use. The Mntion that t.he etand,..by wu qreed 1n 
connection wit.ha procraa ot econOllic and t1nano~ etahility 1a th• 
uul announc-nt ot the '1mcl. 11'81'7 tilla a count.17 requeate the 
aecmd credit tranebe it 1a ae81JD8Cl tbat the oouatry atatea 1'8 pro­
p-a tor economic and financial atabilit7. 

Sincereq 70ure, 

OP/tM 



UNITED STATES INTER-AMERICAN COUNCIL 

WILLIAM F. COMBS 
Executive Director 

Cllalrma• 
H. W. IALGOOYEN 
Am•rlcan le For.It• 

Power Compa•y lac. 

Senior Vice Chairman 
CHARLES A, MEYER 
Snrs, Roebuck and Co. 

Vice ChalrmH 
R, A, HUMMEL 
Lane Star Cement Corporaffoa 

HARRY X, KELLY 
Mississippi Shlppl119 Co,, lac, 
JOHN D. J, MOORE 
W. R. Grace le Ca. 
H. H. WHITMAN 
Flnt Naffonal City 

Bani! of New Yon 

Treasur.r 

KENNETH H, CAMPBELL 
Chamber of Commerce 

of tll• Unlt.d Stam 

Secr.tary 
VADA HORSCH 
National Assoclatlo11 

of Manufacturen 

15 PARK ROW • NEW YORK 38, N. Y. 

Telephone: BEekman 3-3950 • Cablea: "NYUSIAC" 

June 6, 1958 

Hr. J e Del Canto 
Director 
Westem Hemisphere Department 
International Monetaey lund 
1818 "H" Street, N. w. 
Washington 25, D. Ce 

Dear Mr. Del Canto: 

Today's brief newspaper announcement ot the $37. 5 
million stand-by credit authorized by the International 
Monetary" Fund for Brasil, mentioned that this credit 
had been agreed to "in connection with a program of 
econanic and financial stability", but gave no details 
conceming this program. 

Sine e the economic welfare and stability of our hand.s­
phere neighbors is of basic importance to members of the 
Inter-American Council, we shall be most appreciative if 
if you can provide us with further details conceming 
the ~propam of economic and financial stability" ref erred 
to, and if possible, copy of the agreement itself. 

Thank you !or ;your cou.rtes;y and cooperation. 

Wu~ JI; Willlsm F • Cam,s 
WFC:amb Executive Director 

T/11 Unit1d States Inter-American Council is the U. S. affiliat, of tl,1 lnltr•Amtrican Council of Comm"ct and Production 
- a W tsltrn H tmisphert prit1ate tnt"prist or111niution of commerce and inJu1tr1 associations and indif1iJu11l corportllio,u, 

INTER·AMERICAN COUNCIL OF COMMERCE AND PRODUCTION 
Mlalo11e1 1400, MNfevldff, Uragaay 

PresldHf • Lie ........... Le90l'Nta • MHico Secrefal'J' hNral • Dr. Carlos 0. Cat.lo • UntHY 
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SECRET lN CQMI NG ME.S1SAGE I SECRET 
L 

V. 
' 

INTERNATIONAL MONET ARY FUND 
WAS~INGTON, 25,D.C, 

FROM: ...... ntllfW.~------RESIRU __ BAM1C ___ OP_ DW_ Y_<R __ , HEW YC'ilK 

FILING TIME : lfA3P e1JIII 13, l958 

VIA: - ~'·-·-SP--UI-P------

Number :--...... •-.-W--..::::•~-----

Ori.gs TRE 
oo: ¥r. ranr.gua 

HD 
SEC 

(Bru11) 

Approved: 

5:l&o.PM June l3, 1958 
Received in Code Room : ______ _ 



OFFICIAL 

FOR PREPARING OFFICER 

0 Night Letter 

D Ordinary 

(xJ Code 

SPECIAL INSTRUCTIONS 

WF\ial _;.. I 
Dra,.•u By --,,r::r,---'•--...n/_.;;..,.......--

Olflee ot t.he 
Dep1rt111.nt _J!'!..,· .......aG.,.8'-111'8~.c.r __ .,_ 

.,,, vJ,a Date 
' 

AUTI-IORIZA TION 

Second Sign ,.,,. When Required 

FOR CODE ROOM 

Time Received S:a37 Bf 
Time Di1p1tched !>•l12 FM 
Number of Word• __ .,,.;u,.., __ _ 

Log 2a.7M 
Route JID · 
Operator GI 

OUTGOING MESSAGE OFFICIAL 

INTERNATIONAL MONETARY FUND 

WASHINGTON 25, O .C . 

To: ---l1.11ed-ei.i;:ra-..1 ..... a.AD4 ....... iw~ ..... 1~ao1,,1P,11i,k~ot ...... 11 ..... 1a-.I.4iiOM:l!k:a.----------

..,, xm. J9V xon 

Pl.ease \ranafar froa our Ho. 1 Aocoun'\ 146,875 to 

t.M Banoo do Braail, Rio de Janeiro, account vi.th 7011r.selY~s 

Talue June lJ under cabl.9 adYloe to the fund. 

DO NOT TYPE BELOW THIS LINE 

CC : Mr . P~r anA£118 
'ti HD 
TRE 
SEC 
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SECRET INCOMING. Mes,'AGE . 
~- ---======================== 
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SECRET 
' . ' 

TO: ___ D'?ERP'lJND=----"-'-'-'---'-'--

FROM: 

INTERNATIONAL MONET ARY FUND 
WASHINGTON, 25,D.C. 

F1LING T™E : 457P JUD U, l9.5_& 

VIA: 

Number :---''"~JNI05~ .. .._ ________ _ 

REFERENCE YOUR LlSTTER OF FEBRUARY 28, 1950. HAVE TODAY REDEEMED $35,0001000 

or N0lf-lf.EG01'IABI.E NON-INTEREST BEARING SECURITIES HELD BY US ON YOUR BEHAil" 

AND CRXDITED YOUR NO. 1 ACCOUNT WITH A LIKE AMOUNT 

HAVE CREDITED YOUR NO. 1 ACCOUNT $46,875 BY ORDER OF BANCO DO BRASIL, S .A., 

RIO DE JANEIRO 

YOUR NO. 13 TRANSY'ER EJ'FECTED 

FEDERAL RESERVE BAKK or ID.,, YORK 

Test number checks: 

Approved: 

Received in Code Room: 9: 00 AM J'une ..l2.,.. _.J.958_ 

Ori : '!'ttE 
cc: Mg. Dir . 

Dep. Mg. Dir. 
J • ~uth rd 
,HD 

bEC 

l • PArana :oua 
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SECRET 1 
- _J 

FROM: 

_ ........ .. -.... ,~ - ,-_.. -• • .- .. ~ . . 

INTERNATIONAL MONElARY FUND 
WASHINGTON, 25,D.C. 

FILING TIME; 449PM JUNE 11.J l956 ---

VIA: 

Number :----::1:J:wQl,.._1 ---

HA VE EARMARKED P'OR YOUR ACCOUNT 5,357.617 TROY OUNCES OF :rnra (}OU) 

BY ORD..8R OF BANCO DO BRASIL, S.A. 

FEDERAL RESERVE BA.'l'fK OF NEW YORK 

Ori g: TRE 

SECRET 

ce: De • i' • Dir. 

'l'eat number checks: 

Approved: 

Received in Code Room : ~:02 AM ..Tamf· 12, 19'8 

Mr. P-ir11Mp,W1 

HD 
S1';C 



Office Memorandum 

TO ' Kr. H. Merle Cochran., Acting Managing Director 

FROM ' o. Paranagua, kecutive Director tt-,1 · --­SUBJECT ' Brazil - Exchange System 

DATE: June u., 1958 

In addition to my note or today I am sending the roUOW"ing confidential 
information: 

nsUl(OC decided to readjust the exchange surcharge or 40 cruze:iros each 
_semester by ten per cent calculated on cruzeiros 58.82 until that 
surcharge equals eruzeiros 51.18. 1 



INCOMING MESSAGE 
- --~--· 

INTERNATIONAL MONETARY FUND 
WASHINGTON, 25,D.C. 

FROM: nROIDO .BIROS'llD AC'l'llG CIIP BCCIIOMICS DEPAR'D4Eft 
RIO DE JABmo 

FILING TIME:,.. ., •• 101 1"f · Ol94J6 

VIA: . . "', ._. 4 I • . . i ·, ·1~~ ·,_- , . -~ , ·• . 

Number :---'I--------"---'-'----

SECRET 

REFERRIBG '1'0 YOUR CABLI MAY 20 RIQUIRED DATA ARB AS roums AT APRIL 30, 19581 

QUO'l'B ENTIDADl8 PAR'l'ICULARIS DASH USA tJJIQU0'1'.I 123.7 AII> QUO'l'B SUICA UBQUO'J.'I 6., 
S'1'0P l'CB ACL l>OLLARS MD BILATIRAL CURRBIICIBS MALS ARI Rl8PEC'l'IVBLY 130.7 AID 

81.1 STOP CRBDI'lS r<E CURREHT lNPOR'1'8 or COMPLIMDTARY PAR'l'S BY AlJ'l'(J(()BIJ..I 

mDUS'mY ARE IOT DCWDBD STOP PCB 'DIE CURRENT YEAR THEY ANOOlr.l' TO 61..3 IR ALL 

CURRBRCIES LlT.IR <II IP DBBMBD DCES8.ARY VB MAY SUPPLY CURBBICY BREAK DOlftf STOP 

FIGURES ABOVI RIVISED AS .ANROUICED IB OUR CABLI or MAY 28 STOP 

In Pm4 1 8 Cipber: 

Appro"4: 

1130 PM J\me ll, 1958 Received in Code Room : _..__.... ___ --.--___ 

n:mwm<> BIRCS'l'EIH 
AC1'IIG CJttlP EC<IIQMICS DBPARD4Eft 
SUPERDTIIIWCIA DA MOEDA B DO aumrro 



TO 

FROM 

llr. Per Jacobsson, Kanaging ~irector / 

1o. Paranagua, Executive Director ~; _ 
. _:---

1958 

SUBJECT : Br a z il - Exchange System. 

I am instructed by the Executive Director of the Superintendency of 
Money and Credit to communicate to the Fund that in accordance with the letter 
or the Brazilian Finance Minister., dated May 26th., 1958., the smroc is issuing 
Instruction No. 157, relating to the moditications of the Brazilian exchange 
system which were to be adopted. The coffee and the cocoa rates remained the 
same as it was stated in the above mentioned letter. 

The products in the cruzeiro 70 rate (Cr$18.36 - official bll.ying rate 
of the Banco do Brasil and Cr$$1.64 Bonus) are the followings Cotton; cotton 
lint.era and scraps or textiles in general and sp:iJ:ming and weaving scrapsJ 
leaf tobacco; castor seeds; manganese ore; camauba and ouricuri waxesJ sawn 
pine (including narrow strips and small blocks; yerba mate., ground or processed; 
and crude leather. For all other products not mentioned above the export rate 
will be Cr$92 (Cr$18.36 official buying rate and Cr$7J.64 Bonus). Bonuses 
will be unitol'llly applicable to all monetary areas., thus revoking previous 
regulations., including Instruction No. 147. 

With regard to the preferential import and payment rates the exchange 
surtax is raised to Cr$40, therefore the rate will be Cr$$8.B2 (Cr$18.B2 official 
selling rate and Cr$40 surtax) for the following items: 

a) the importation of newsprint., paper to print books and maps., books, 
newspaper and magazines (in accordance with the procedure of Article SO., 
paragraph 3 of the Tariff Lmr of August 14., 1957)J whe&tJ and petroleum 
and petroleum products; 

b) the papaents ror r1nanci.al. commitments of the Federal. Government., 
States, and Municipalities., not connected with imports; 

c) the amortization and interests of financed imports already registered 
with SUMOC. 

The rate for the folloring items will be raised to Cr$70 (Cr$18.82 official 
selling rate and Cr$$1.18 uchange surtax): 

Orig1 WHO 

d) the illlportation of fertilizers and :insecticides; 

e) the illportation of equipment., parts and replacements for prospecting 
and producing crude petroleum; 

f) the importation of equipment., parts and replacements for newspaper 
and publishing enterprisesJ 

cc: Mg. Dil'. 
Dep. Mg. Dir. RES 
ERO TRE 
LEG 5m 



g) the importation or equipment., parts and replacements considered 
essential for economic development and national security; 

h) payments for services connected 111 th prospecting and producing 
crude petroleum; 

i) amortization and interests connected to imports referred to in 
items a)., t)., and g) above mentioned. 
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O.UTGOING MESSAGE 

INTERNATIONAL MONETARY FU ND r;:'Y\.1-f' '. ~ -
1 

WASHINGTON 25, 0 .C . ~\ V \A,/ T~ 

Sui;,arintendenoia <ia iToecia e do Credito 
To:----------------------------

tlo a ~Taneiro, ir zil 

<>· _, ___ _ 

1. e have in1tructed 

F&leral ~aer ·e 4nk of . ew ork to transfer ;7, 500,000 

to the laoco do Brasil, Rio de Janeiro, aooount with 

theuelvee value Jum ll. 
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WASHINGTON 25,DC 
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DO NOT TYPE BELOW THIS LINE 

fL JJ 

cc: Mr. Fart1ne.gua 
I HD 
SEC 

--



,. 
r. . --

• 

JUN 6 1958 

J>ear Mr. Ministers 

The atand-b;y arrangement between the International Monetar,y Pond and 
Brasil provides for a careful f"ollov-up ot Brazilian economic dneloP­
ments by the statr or the Jund. ror this purpose, the arrangement pro­
vides that Brazil and the 1und will remain in close conBUl.tation and that 
Brazil will keep the Pund informed of developments in the exchange, 
credit, and fiscal situation at intervals requested b,y the Fund during 
the duration or the atand-b;y arrangement. In the JIJ8eting or the lnm­
tive Board in vhich the stand-by arrang9118llt with Brasil was approved, 
the Managing Director ot the fund also undertook to report regularq to 
the Executive Board on the implementation or Brazil's undertald.nga aa 
outlined in your letter or Ma;y 26, 1958. 

In accordance with the toregoing, we would appreaiate receiving the 
following material by' weekly cables 

1. Total °'11T8noy issue at the close or the previous veek 

2. Posipo do Tesauro Nao.1.onal no Banco do Braail--aaldo 
liquido 

3. Letras do Teaouro-aaldo en ciroul.a,ao 

4. Total exchange auctioned in preTioua week: 

(a) convertible currency 
(b) AOL dollar 

5. Average U12 for U.S. dollar in preriOWI auction 

6. Poreign exchange holdingas 

(a) U.S. dollar balances held abroad 
(b) Balance of unutillzed lines or credit on U.S. 

banks 
(o) AOL dollar balances held abroad 

In addition to the weekly cable, we would also appreaiate a letter as 
earl.1' aa possible eaoh month containing the following intormation with 
respect to the preceding month, 
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1. Total loans and investments ot the Bank ot Brasil (end 
or month data) s 

(a) to the Federal GOTernment 
(b) to the states and nunicipalities 
(o) to the private seotor 

2. Total loans an4 inve tmen'ta or the commercial banks 
(end or month data)t 

(a) to the Federal Government 
(b) to the state• and illunicipalitiea 
(c) to the priTate sector 

3. Liquidity or OODIID8roial banks (end or month data)a 

(a) Cash on hand (oaixa em moeda corrente) 
(b) Legal reserves (encaixe) s 

(1) Deposits with SUMOC and Banco do Brasil 
(2) other 

(o) Deposites 
(1) Time 
(2) Demand 

(d) Legal reserve ratio (proporaio encw.a/ 
depos1toa) 

4,. Total rediscounts and other credits from the :monetary 
authorities to the commercial banks (end or month data) 

s. The :movement ot the •Ag:1..os e Bonif'ica,oee• Account as 
follovs1 

(a) Balance at the beginning or each month 
(b) Gross u;L£! reoeipta during the month 
(c) Gross P81J118nta during the months (ll Bonif'icao.1.one• 

(2 Coffee financing 
(3 Other 

(d) Balance as ot end or :month 

6. Table prepared b,y the Contador Geral da Rep'1bUca, 
entitled "fontea do Deficit de Caixa do Tesouro Naoional 
e seu !'inanoia:mento• 

7. Outstanding prinoipal (saldos devedoree de principal) 
on credits tor apeoitio projects registered with sm«>C 
(end of' month data), 
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(al In oonvertible currencies 
(b In AOL currencies 
(c In inconvertible currencies 

8. General coat or living index 

With warmest regards and best wishes tor the successful implementa­
tion of the program undertaken b;y Brasil, I am 

Bis Bxoellenq 
J oae Maria Al.kmim 
Miniater of linanoe 
Mim.stry of Pinance 
lio de .Janeiro, Brazil 

Sincere~ yours, 

H. Merle Coahran 
Acting Managing Director 
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Sir& 

cc:. Jg. Dir., 
Dep. Mg., Diro 
llro Paransgua 
Vi:IID 
ERD 

JUN 5 1958 LEG 
RF.S 
SEC 

I have pleasure 1n advtsin.g you ot the f9llowing decis~an of the Exeautive 
Boazia oenoerning. the recent con,ul.tatton.a with your Government und.-r Article XIV, 
Sect.ion 4, of the '.l!'uad .lrtJ.cl.u o! Agreem&1nt: 

If 

•1. The Qovel"Ilft).ent or Brazil has consulted the Fund under 
1',rticle XIV1 Section 4, of the Fund Agreement, con~erninl. th• 
turt.'lier retenU. of its tran5i tianal arra.ngemats. 

' 

12. Inflat'ion. has been the root cause ot :Brazil's eurrct 
eCQllom.tc ditlicul.tiea. iltbau.gb there has been some diminution 
in. the rate of increase in prices in 1957 atld early 1953, the 
rat• is still aubstantial and the monetary and e:r:-edit ~sion 
continues un.abated. ln 1956, 1957, and the early i,.ont.b.s of 1958 
the :\Arie ct.s..">i ufieits ot the Federal Gova:rnmant und their intla­
t4ona.ry finaaci.Dg ware an awanting factor in the ~n&t.arJ 
expqJion.. l'or 1958 as a Whole, · tha Gclnrnment pl.a.us to limit the 
budgetary ca.ab. deficit to Cr$20 bUlion an.cl to o.t'f'set the infia­
tione.ey ilapao~ of t.'lis financing by 3teriliz1ne; the acoruing 
a:change proti-t.e. The GoTeniaent ia also~~~- to restr~\ 
private credit expansion as part. of its'new progrut. for 1959 the 
GoV'91"t1Jaent ~ends to balance its badget. 

•' . 
•3. Whtl& Brazil's foreign as~hange situat19n lmprovtd con­

ei'dffably in 1956 as a llhole, a. d.MJine .1i1 exouat1ge reserves oege.n 
in th• latter months of the year. This deteri,oration GOntiuued 
thr~ 1951 and :uito e,rly 1958 and reaulted 1n a conaiderable 
dtt<!l.tne i.n Brat:U's .t'ordgn uchanp reMrYea. In addition to the 
baaic diiiequ:Ul.~, a l)&rtioul.ar factor in the declJ,ne in reserves 
1'8.S the pol1q ot auctioning 11110unta of dollar and Act exchange in 
axceas or ava4lal;Aliti.ts. 'Jl.• Fund OQnaiders that Brasil ,r1.11 have 
t.o Jaanqe it• ~11.'d.oaa.r,- prograa in auch a ....,- as to strengthm 
the baluce or pa.1dl1)11p especiall.,' in vin or th• add1 t1onal hee"f)" 
J*1)1ent comitmente ~acing Brazil in the next few r•rs. 

•,. S1noe the J.an conau t&tioius there has been a e1mplifica.t1on 
ia llruU 1, mul. t.1.ple ~ ayltam attecti11g 1-,po_rt payaents, 
ra$llt.1.ng from the chl.nt•• itt~ced 11l '1igust 19'?° in connection 
1d. tb. t,he tari.ft r.t'orm. -me ~eoen.~ P!1JPOIG.l.a tor chang" in Bl-asU I a 
rates for pr6tirentul. iapo;t,8 @4 oth•J; pqacts will reSQlt in an 
ef'(.aetive denl~ts.011 o! tbee, ·~t•s. On the export side, ~e pro­
posed ahengee al$O rejretUmt R ,dmplifice.ticm 4>f the rates ·and some 

(Cleal"~ with ¥1-., farana~, Mr., Coatanao~ Mr. Friedman and lb". P.nrne) 
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devaluation. . 1.he Fund does not obJ eot to Bra.ail' s mu1 tiple 
currency pradtices, inoludir.g the ~ea spec1f1'4 in Brazil's 
letter or 26th~ 1,sa, on a tapor&ry baB.11, bu.t urges Braail-
1.8 a l'irist step in implae:nting ita declared 1ntclt.ion to 11,.tl'o­
luee with a.a little delq as pqsaible further exOhanp measures 
;With a. view t.o at"tainiag a unita17 rate, to take ~u1, actian to 
\1nify tn. vat:!pus rates terr imports and to reduc6 the IIUltipUeity 
or rated on tb• ~ •id• at lev$1.i wh,ich take count ot the 
l~E!-l'UU proeI*)ts tor the 1Mlance of p.QmentfJ. the Fund will 
~emain in consultation with Brull with respect'° the•• .matters. 

•s. Xhe !und notes that Brazil haa re«uced reliance on 
bilateral ecr••ma ed urg" Brazil to continue it.11 etfortifl in 
this direction. 

196. In eonclwli.ag the. 1957 ooneultatione, the Fend bu ~ 
other cemcumts to make on the transitional arrangewmttit maintaille.t 
by Brasil." 

I should like to take this opportunity to c,xpre1is my appreoiat1oa of the 
aseis~ce mi.ob ,our Government haa been pod enough to &!fonl the :Fund d.ud,na 
the course of theae consul\aticms, and to sq that the Fund looks forward to 
a continuation of -this cl°"e ~tion. 

Dr. J. J. C&rdoso de Mello Neto 
Diretor Exeeutivo 

H. Merl• Cochran 
Acting Managing Dir•ctor 

SUpei64.:ntendenci.a. da Meed.a e 4o Credi to 
120'Aveaid& Rio Branoo, tf,> andar 
Rio da ,1aoeiro. Brasil 

- ro4e1:.n It.. 
/J ' I ; r/ I' 1 f.. /58 

~//· 
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FROM: RIO OE JANEIRO 

TO: Secretary or State 

NO: 1672. JUNE 5 

UNCLASSIFIED 
Control : 3 397 
Rec'd: JUNE 5' 1958 

1i50 PM 

PRESS THIS MORNING CARRIES STORY THAT KCHOOH~ PEIXOTO 
APPLIED TO EXIMBANK YESTERDAY fOR LOAN $150 MILLION. ALSO 
CARRIES fOLLOtrilNG PRESS RELEASE Of MINISTRY Of flNANCEs 
"AT THIS MOMENT wttEN, AS IS ALREADY KNOWN• THE INTERNATIONAL 
MONETARY fUND HAS ONCE MORE APPROVED THE MONETARY, 
FOREIGN EXCHANGE• ANO FOREIGN TRADE PRACTICES WHICH ARE AT 
PRESENT BEING FOLLOWED BY BRAZIL, IT BECOMES NECESSARY TO REfUTt 
A SERIES Of fALSE RUMORS INSTIGATED• AS ALWAYS, BY PERSONS 
INTERESTED IN UPSETTING LEGITIMATE TRADE. THUS, WITH RESPtCT T~ 
FOREIGN EXCHANGE POLICY IN GENERAL. AND IN PARTICULAR WITH RESPECT 
TO THE TREATMENT Of OUR EXPORTS, THE MINISTER Of ·flNANCE 
FORMALLY ~ECLARES THATs 

A) THE PARITY Of OUR CURRENCY WILL BE MAINTAINEDJ NO SUGGESTION 
WAS MADE TO US BY THE IMf rOR ANY ALTERATION Of THAT PARITYJ 
B) WE ~ALL CONTINUE IN EffECT OUR PRESENT COffEE POLICY• TifE 
SUCCESS Of wttlCH IS DEMONSTRATED' BY THE VOLUME or SHIPMENTS 
ABROAD DURING THE MONTH or MAY, A TOTAk or-1,377,765 BAGS 
OUR fOREIGN EXCHANGE RECEIPTS ACCORDINGLY RETURN TO NORMALITY. 
ALSO WITH THE PURPOSE or ORIENTATING OUR LEGITl~TE INTERESTS 
PROPERLY, BOTH FOR IMPORTERS AND EXPORTERS ANO fOR rOREIGN 
INVESTORS, IT BECOMES NECESSARY TO ANNOUNCE THAT NO OTHER EXPORT 
PRODUCT SHALL HAVE ITS r~EIGN EXCHANGE PARTIALLY OR·TOTALLY 
NEGOTl~TED IN THE FREE EXCHANGE MARKET EXCEPT fOR PRECIOUS AND 
SEMIPRECIOUS STONES AS WELL AS BOOKS, MAGAZINES AND NEWSPAPERS, 
ITEMS WHICH HAVE NEVER BEEN SIGNlrlCANT IN OUR EXPORT SCHEDULES 

. SINCE THEY HAVE BEE~ EXPORTED ONLY IN NOMINAL AMOUNTS". 

OT 1 
• . 
UNCLASSlrlED 

BRIGGS ' 

UNLESS "UNCI.ASSIFIED" 
REPRODUCTION FIOM THIS 
COPY IS PIOHIIITED. 



... INTERNATIONAL MONETARY FUND 

June 4t 19S8 

TO Nr. Friedllan 

FROM : G. A. Coatanso 

SOB.Tiera Tranad.••lon to GATT ot Papen on 
Copftltati91 yit.b Bpd.l 

WHD baa no objection to the papen nlatina 

to the Pund '• reoent. Article IIV oonaultatioaa 

vi tb Brasil bein1 tranami tted to GATT. 



t Z~ Office Memorandum 

TO 14r. Del Canto DATE: June 3, 19$8 

FROM Irving S. Friedman /J /
1 

suBJECT , Transmission to G!TT or Papers on Consultation with Brazil 

Before sending the attached memorandum to Mr. Paranagua, I should 
appreciate hearing whether, from your point ot view, the papers relating 
to the Fund's recent Article IIV consultation with Brazil are ready to 
be sent to the GATT and whether you see any objection to their trans­
mission. 

Attachment 



r 
J . ... 

M:r, Paran&gua 

Irr1ng s. Friedman 

Tran1m aaioa to GATT ot Papara on Consultation with Brull 

I ahould appreciate hearing troa ,ou whet.her you ha..e arq objection 
to the tnnaaillaiQQ., to the OOITltlCTIIO PilTIES to the GATT, ot the papera 
relating to the J'und'e recent Article XIV consultation with Brull. 

?ou will recall that, under the arranpant •t forth 1D l.BD/S6/102 , 
Parts I and II ot the eoneultation papen, togetber nth the Board's decision, 
are to be made available onlT tor the c0Dtident1al use ot the GA.TT secretariat., 
in cases where the COlffltlOTIIG PARTIES are not planning to hold a consultation 
with a mutual amber . ftle Fund. doea not p.NNntq haYe &IQ" 1Ddioation that 
the OONTRACTINO PARTIKS intend to hold a oonaultation in the near future 
with BrasU. &ccordtagly, it 1• propoaed that Parts I and ll of the con­
llUltat.ion papen, together with Ule npple•nt&17 intormation contained in 
SII/S8/7, Slapplulent 11 be ude availaba to the GAff secretariat on thi• 
basis . 

With napect to the deciaion, ,ou will recall that 1n connection 
with the COIJTRACTIIO PARTIES' conaultation with Brasil lut tall, the 
l.ucutive Board approftd the following etatemnt tor tile guidance ot the 
Jund rapre•ntat1na to the OATT coDBultaticm (&m/S?/178 and. IBM/S7/Sl)s 

•u the CONTRACTING PARTmS are aware , Brasil reoentq 
1ntroduoed aigniticu.t change• in 1ta iaport auction a:,etea. 
'lbe• obanpa are deaoribed 1n the backP"Ound paper auppliad 
by' the hDd tor uae 1D connection with thie conaultation. 
!be Jund 1a following aloaeq develoPNDta under the nn 
arrangeanta, and the J'und'e 19S7 conaultation with Brasil 
will be bepn aoon. It 1a expected that the reaul ta ot thia 
consultation rill be tranamitted to the CONTRACTIMO PARTIES. • 

'lhi• atatement wu cwl1'1'8red by the Pund repreNnt&tifte in the course ot 
the 04ft conaultat.ion, and 1D accordance with ita lUt eentenoe, it 1a 
l10II' propoeed. that tba r~oent decision bl made available tor diatribution "° the OOJITBACTDG PARTIES. 
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SECRET 

INTERNATIONAL MONETARY FUND 
WASHINGTON, 25,D.C. 

nLINO TIME! ,l9M ,mg l l.fl8 *, 

VL\: _, __ ..J_!!J.,;;;;_..;;;;;@.-»!l_,_.mtal_, ------

029353 

Number 1-------~-

SECRET 

Origa TRE 
cc: Mg. Dir. 

Dep. Ilg. Dir. 
Vr. Paranagua 
mm 
LID 
RES 
~ 
SF,C 

AB FISCAL AGZIIC'f roR TB GOV!RIOO!:MT or mw.IL, wa DESIRI 'l'O PURQlASE !'ft(lil THE 

l.lftBft'HATICIIAL lllN'BTARY J'lMD u.a. DOLLAM 37,500,000 II ACOORDAHCE WITH THE 'mMS OP 

.ARTICLE,, S!Cl'ION 3 AMD 4, a, TBi l"UIID AQRISMENT. PLEASB cmmi'l' :mis AM>UN'1' TO THE 

ACCOUNT or BANCO 00 BRASIL, RIO DE JADIRO MADtTAINID WI'l'B FlllERAL ~ BAIIK or 

ctlRRB:NCY PAYMllffS WRICH AU C0NSISTB1ff wrm PJOVISIONS OP THE FUBD AOREEMDT. , 

THE EQUIVALIIT OP THE JUOm'l' <:iE lli:6IRED ctJRRMCY IM CJWZllliOS NAMELY 693,750,000 

WILL BE PLACJID TO THI CREDIT OP J~ Ift00Wt OlU ACCOOKT WITH SUPIRDITElIDUCIA DA 

MJBDA :& DO CREJ>I'l'O, RIO DX J'.AUIRO OJI 'l'!ll V1.WB !)Aft 'l'O BE SPJ:CD"IIJ> BY YOU. 

wrm RiOARI> TO !'Bli CHfiRGES PAJ.ABLI Uffllll:R ARTICLE v, SECTIOI 8 A or 'l'lii 1'JltD AGRSIMENT, 

WK HAVE IHSTRUCTKD ~ RISERVI BAB 0, 'UW YOIIIK, fiW YOJ1K TO URMARK roR YOUft 

GOLD ACCOO!i'f APPROXDIATILY BUT ROT Ll6S 'l'HA1' 5,357.1i.3 rm OUNCE8 or GOLD. 

WI FURTHER STA.Tl TB.AT THIS BIXllll,ST IS MADE II .ACCORD.AIJci wrm STAND-BY ARRANQEMEJll'l' 

a, JUD 2 1958 

ID fund's Cipher 
Teet number checkai 
Appl"O'N4: 

l J CARDOZO Di MELW H'l'O 
IXiCOTIVJ DIRIC1'0R 
SUPIRilfilDDCIA DA~ E DO CREDITO 

Received ln Code Room : 9:00 A¥ Jtme 4, 1956 

==-= 



June l, 19'8 

In csbl8 No. 4 or JI.Ule 2, 1958 the FllDd adTieeli you 
that the ...xec •tiw Board had sppnned a etand-bJ •J'NlllgFJmen\ 
with Brsisil. The t,.,xt of the agrie,mant ia naloa9d. 

In explanat.ien of the amount ot the charge, n.ferenoe 
1• :ade tc, Section II, Peragr1'ph ;(a) of the Eicecatlff Board 
dee s1 on lo• 270 (S.'.3/95) which proYides that 1/4 ot U per 
am1 um vUl be payable in adYBnoe ~r eech a1x on tbs ' c:r-ocl· 
On the baais of 137,500,000, therefore, the cbar,re 11 ,~ 
tor he period endinc Deca,iber 2, 19'8. The amD\Ul'\ ic payable 
1n gold er in U. 8. doll.are in 11• 1 or gold. 

The Ft.md "Would appi,,oiate ad't'iCe bJ cable of th.a arr&ng9-
ments ada for the payment or tis er.~ • 

.S1Dcareq 3t>ur1, 

tV' 
a. lroe 

A!Ssiatant Tr:,a tll"$1" for Operet.ions 

Rnclosure 

hpe il'ltendenc1a da Mo3da e do CNdito 
120 ATsni.da Mo Branco, 

CJO andftr 
Rio de Janeire, Brazil 

/ f/1( 
I/ _...) 

t. c. loo 
Treuurer 

cc, Dep. Mg. Dir. 
M!". Pliran,igua 
WHD 
SEC 
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110 dt ieelro, Bn.U 
lo • ..L 
le lxeou·U ft Board ~87 decided aa tollowat 

1. lrallil has requeeted ta hDd to &g1"N Mt.he at~ 

&J"NDgftent 1D DS/51/25 llapplnient .3. 

2. Tb• hDd agreea te •• request aade b;r B:taa1l1 and graata 

the naceasar, wa1wr uad•r A.rtiala 1', 8ect1cm 4 ot the 

Articles ot ,lp"eallllllto 
. 

Ult~O'Clll 

2. fl'lx\ of at.and-a, arrangaent. follow bJ' alr ...U. 

). Stand-by ab.z•ge ter eiz JIOftt.ba a110UDta to $46,875 pqable 

1n gold at •'A'I' ~Fad'• plcl depoalt~u, or '11 V. s . doll are 

into fad's lo. 1 lcooaat at Federal Reaen. B.it of llev Yortc. 

DO NOT TYPE BELOW THIS LINE 

COi Mg. Dir. 
Depo Mgo Diro 
r.r.. Pa.ranagua 
WHD 

- TRE 
LID 
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mn 
SEC 



'!be Braailian Gc>ffftllDt edff ~ 5 ot 1ta letter ot 111¥ 16, 

1958, mud to tbe atan4-'b7 arranammt Yitb tm llmd., lmiartook the 

follov.l.»c Wltb napeo\ to ...,i1an • anclita 1 

"VJ.tb ngard to regiatratioll vith StllOC of a\lPPllen • cn41t.• 
1D coaftl"tibl• UJ4 Mf!, clll'ftDetea, the Bruil1811 Goverment v.U1 
not exceed'- t.ota1 uount as ot Declllbff 31, 1957.. Jin aut.llor1-
ut1oaa v1U be 11111te4 to b IIIIDUllt ot ~ u4 ou.ceUa­
\ioDa of tbe prina!pal ot auppl.ien' cncUt• aD4 nU, mo,w, 
be natr1cte4 to b1ahl1 euen\ial pro~ene ari4 'tf11l. be 8N'M4 
~ SD euea vhlU'9 ~ ecba4ul.ee al.lo1f tor a tbree year 
puto4 of pue." 

,-....t to 1ibe aboft, it 11 our~ tbat tbe ng1nnuoe 

of 9l811en' ol'Nit.1 1f1tb 8lll>C vU1 not be ..Uow4 to ezo..a. tlle 1ne1 

oatneal1DI u at leotlllber 31, 1957. 81Jpplien• cndita an und.entoo4 

to 1Daludll all cn41u 1a u.a. 11114 am. c1o11an nth a 4ura'1on ~ •iallt 

,-n or leu *1cb are nsuterecl Ulld8I' the blr41ag "1'1nuciamtoe a. 

pao3eo11oe ..,_Uiooa" aoept tor cNdite atem1il4 'bf 1'0fti8n otttcial 

iDnltulioaa. !be ~ pr1noi:p1.e ~ luah cn41tll arouate4 '° 
Ult263 .Sl>icm u at lllotlllllbw SL, 1957, 

It 1a a1eo UD6lntoo4 \bat 8Ut«>C Y11l not pend.t t.be l'IISUtfttiOn 

ot my nppliel'8 • cre41~ lllaich calla tor ~ ~ 1D tbe :ttnt tllree 

J-.n ot 8uc!l cNdit u4 1a DOt tor the n.DIDa1D8 ~ a bSplf-ffHll't1&1 

paroJeot. 



cw, 
i2915319e•9 

I 19SI 

,... s, •••• Cla1le will .. ,. v. righ" .1 ... ., Pwa4 P;'CJ 8 cw 
..U. to 1111111 !!!!!!!l, • r\ll'Ohue lie aurfenol .. ™• ... • 

?m ,m.,.U 

..... 1• ••• an ilMlreuocl to tae i....1 .... 

!2$ ¥ 11NJ?f9' . ,, 

u,,. i2f!a ms m ..!.1.2 . . ..:..·~~1 .. -11111 

,... .,. 111!' 
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a. Par_. 
UV F!J'!e"811• 
..... ,. "%t ••• Iba ...... -

,. 

"' .... nc~,a•aaw, 
•-,.,••n,., S, Bolifl.a will Uft tbl 



•J • 

had can 11,w tba ao\l.N. Tbe hnd baa a diNnU.O. 
uee • .Al\boqll tJle oi ... u to noU.. la ~ 

. 1 \be would olell'l'Jr • ~ u llflll 
lil4i .Scn,Ul.oanl ._,....._ t,aa the 1AteftU.oua aDd ,.U.• 

tl'lal....,..'"lftn and OI' $be ot wb1eh .......,. arr ...... ii en-...& 

•••• 



SECRET INCOMING MESSAGE 

INTERNATIONAL MONET ARY FUND 
WASHINGTON, 25,D.C. 

TO: __ ...::C=OS=T='.AN='ZJJ=------'INTERFUND==c..::.==-------

FROM: ERNANE GALVEAS ACTING CHIEF FOR ECONOMICS DEPARTMENT 
RIO DE JANEIRO 

FILING TIME: 1755 MAY 28, 1958 

VIA: _ ...a.WE=STERN=::.:.....:UN=I=O=N'--------

029294 

Number ; ___ .. _________ _ 

REFERRING TO YOUR CABLE MAY 'NENTY WE BEG TO INFORM YOU THAT DUE TO 

' EXISTING RELEVANT INCORRECTIONS WE ARE UNDERTAKING A COMPLETE REVISION 

ON FOREIGN INVES'IMeNTS STATISTICS STOP WE EXPECT TO CABLE YOU EXACT 

FIGURES WITHIN A FEW DAYS 

ERNANE GALVEAS 
ACTING CHIEF FOR THE ECONOMICS DEPARTMENT 
SUPERINTENDENCIA DA MOEDA E DO CREDITO 

SE~RET 



.... -......... 
IOI .... Ool4 

r new a, 

l 1111ft...,. 111n 1t sa ,-.Die 111n ecae ...Un llrtl'-• 
.... 11111111 a JI• I t. Om- aflel' tJT •' all JS• la. ta&•• JI tlata 
WN ••111, 11 Nil& N ... al'h.--tift "6 1#181 tile to11Glrlal 
]?JJIII 1 .. to 11111 al 16,........ ~ al tlle etuf - &Ii JI ••s 

• al J1W1W t\S"IIIW' tllat -- __. 1•1tn1• 
'lllr -..U te1a1 .. etld'llllal ot •11., adllta, 
... u wtl1 .. n.1, ........ alttata lta .. 
N1lt ,.,_. Mk181 - fwrll W' J•tlr11• ..... 
tllla •l IC llr UI JI .,. " 

' ... JII0'1.W ,... .................. . 
11r INllil total. 1*e elJll.,., •• , flt •11., .0,1-. 
• 811 nl1 ...i., tlle ,- ial ...... wttll ti 
._ 111111 • .s• ,_... p.w 1•1• ..,. N .... 
••• t1a1a ••••• llr ua nan rn. 

111a 1'111111 -u -.. t1111 - ...,. tw an1a1 ,e:r ettllillr 
flll nlettca. tlllle u, •••••, • tifflU •• ta I ateat.e. ta 
tile ftln fol I Je, tale Gqbllla ta Gil 9"WII c,i•zat tw tMII •••• , ••:IIIIJ sa 111e 111 .a 1, 1a ca oa •••• ,- ..... .i 
• all •••• a, t19wSW. lneu•, tide ta a .-... ol 1 5t11te 
--· ...... ""'t...i. .. ,.. ......... , to ......... ...._ _. zt•tlle••••• ... ._aae...,_~ .. ,.. 
... 80 ts., ... 

Jro ~ atsra 1 la tile etran .., •• 11 11, VOll1t N ..... to 
Ollft7 GIii .. ....,.., ntw ... to. 

CCt 



•r. a., dit llourq 

Jniag ~. Friedun 

llq 28, 19S8 

Sllbjects Brasil - C...ult.a\iona aDII ftaa4-bf 
lr!!912aG 

I aa a\taobiJII \he draft of • oloeiac •tat.•eat. 

&gNed Witb Jlr. Oold. 

OCI aJ". Gold 
ar. Del can'° 
Vr. Coat.an zo 
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DieOllol.0111 Gil lfat.11 - 1nm,1Ta loud ••et.inc tluae 21 19S8 

Draft Clo1ing statwnt bz: lanapnc D1rec\or 

low t,bat, •• baYe taken ov d ec1a1on1 toda~ on lra.U, I wOllld Uk• 

tony t,bat •• plaa to follow the e1tllat1on "17 el••• and •t.ar 1n 

cona\ant oontao\ with the Bralilian authorit.1••• We Will repor-t to the 

Board !l"OII t.iM 1lo ti.lie on . the deftlopaent,1 in Brasil, 11110• I aa sure 

\hat, yoa will all M P' .. \q 1nteneted in bow tbl sit.ua\ion 1a dnelop111c 

1n thia "1'1 !Jlpor\aa\ ooa,17. 



• 

... 

llr. °"' c1e Jlloal>J-., 

JONllh Ool4 

/1 

MJeot: !ei •ptfWW 70 Pppl !K 
- "_j 1 - -· -·-· 

I att.aoh 4ntta ~ wo ~ nate­
lllllta llf' tbe -&fD8 »lratar. 'Ille fiftt 1• OD tlle 
ccaaulaticaa NJil(C't IID4 the wCIDll ca tile at a C by 
Ui lll••t• 

· Ve~ tlln, 1D aMitica, tllare abou.ld N 
a ... 11111• nateMat ca tbe DN4 to follow tbe 
eitaatiaa crlnN)7 111111 ~.,., r•••>er.q to tlle lcull. 
Ve w1ll be afDISag ,au a dntt atat•mt al tlaia 
ki&lll w,q ~ • 

.. 17, 1958 
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OD J-.....ry 12, 1958, the atatt clrcul&te4 the Artiole XIV Ocmaultat.ica 

,..,., Clll Bl'llllil (IIA/'11/',) cceta1a1JI& reca111tadattcaa bUec.\ oa the 111fona­

t1ca available at that ,1-. ltaa• th• ve l:lave h&4 turtber ~ wttll 

-..11, 1Dalu41a& a viatt ~ salt mabers to Brull u4 viait.a to 

Wu'b1118\0ll ot ~tivea ot Brasil IIDll, at oourae, 41acuaa1ta with 

the BAcuti.,. DS.nctor tor Brull. 'Daeee recmt -.,ttatlaa Jave bea 

fa "4m11attaa vitb tbe NtU•t tor a •--,,.bl' ~ whicb ia tM 

..a t.ta ce-. Aa116i. Ve have take a4Vlllltap ot tM i.DtOl"llltlaa 

u4 aa!!enp ot vien 4urilll ._.. cliacnauicu to m1III cur ocuu1a,1ca 

,.,_. up to tat• u4 to aulait a nav set ot recc•NW1attau. A 

nnl...at'a1'7 ,.,.. .. ~ aubmltteA '° J'Cll lut ... Aa ... 

bee euatalU'y 1A the JU', I augeat th&\ the Bcmd. 41aCUN aD4 oc:aal.1111e 

the An1ole IIV ea11nl:atiau before caulwlal the •tter ot tbe 

r..,._t tor a nu4,.b7 ~. 

,.. ..,, lt,8 
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J>ratt 81!:t!!!!!ft by !!P!f51pf Director 99 8tp4-by M1!91!!:!Pt 

'!he wt it• on today'• ageDla 1• the nqueat bJ Brull tor a 

etall4•b7 &l'l"UIIIINllt tor ou year autboriailtc Brasil to 4rav up to 

the lanl ot 150 p• cct ot (llOta. !he BruiliaD authoritiN have 

.tramattte4 a letter to th• PuD4 aettiJ:lg cut their poltotee ua4 

iateDttcma. '!he aupplt11Cta17 ocaaultatiom nport ua4 th• atatt 

aaoru4um OD the •tud.•by ~ have pNamte4 tor your cao­

a14eraticm what ie, I beliwe, a b&J uced u4 torthript evaluatiOD 

ot thoa• polioi• &D4 1.Dteatioaa. It 1• 1apoe1ible to U¥ at th1a 

•tap whether Brasil vUl ill tact attaill a more •table 4caeatic &D4 

aterml aituatice 1D the nar Mure. libch vill 4eptlD4 ca. the Yip' 

u4 QH4 Yitb vtuch the autboritiN pve trttect to the aeuurea 

tbC, have 4-cribecl. IA cCIID8Ct10D Yi th the ualyaia ua4 4raf't 

dec:iaica before )'OU, I have ha4 the caab1Jlation ot two cou14eratiau 

ill a1D4: tirlt, Brull ia faoilll an urgallt paymeata criai1 ua4 Y1ll 

tace aJor 4Ut1aultiu U f1Duc1&l uaiatu.ae 11 raot torthOClliDI• 

hcamlq, it Brasil 4Dea llil)pq vi~ ..,.tpe the pollel• ua4 iDteDticm 

that it bu oaamtcated to the ru.s., Brull can achieve the tint 

•tace ill the rebabilU;ation ot ita domutic ec~ &D4 exterD&l 

aituatiOD • 

.., WT, 1958 
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Brasil -- lrt.icle nv Con1111lt.ationa 

Drart. Openin.~ Statement by Managing Director 

Q, Janu17 21, 19S8, tba atatr oirculated the Art.iol• XIY Con&ltat.iDna 

report. on In.ail (81/~ft) oont.ainiac reoomendat.iou ba•ed· on the intorat10n 

aftilable a\ t.bat. t.:lae. Sino• t.hen •• have bad hrt.her talk• with Braa l, 

inoluding a Tiait. bf atart allabera to Brasil and viai\a t.o W.ahington of 

repreNDt.atin• ot Bralil ad, or courae, diecua•:S.• wi\h t.b• &xeout.ive 

Director tor Brazil. Then rec111t neaot.iationa baTe 'belD in cormeotion wit.h 

the requeet. tor a atand-by arrangeunt which 1• the aaxt. it.a on t.bl A1mda. 

•• haYe taken adYIID\&1• of th• inforaat.ion and exobanc• ot n•• dllri.ng tblee 

dhouaeiona to brine our conllllt.ation paper up to date and to aubait. a n• 

eet ot reooaaendat1ona. A mppl ... ntaJ7 pap• waa accordinaq eubdt.ted to 

7011 laat wNk. •• baa bem cnut.ou17 1n the paat., I ~-- that. t.he Board 

diaousa and oonclude the Art.ial• XIV oonault.at.iona before ooneidm"ing t. bl 

•tter ot the recpee\ tor a at.and-by arnng•111t.. 

May 27, 19,6 



' ,,, 

l&q 27, 19S8 

The next 1tea on todqf • agenda 1• th• reci-at. bJ' Brasil tor a •taD.,bJ 

arrengeaent tor one year a\llcarl•1ng Braail to draw up to the leftl ot 150 

per amt ot quota. The Bruilian authorit1•• haft tranaitte4 a let.tar t,o 

tbe Jund Mtt1ng oa.t. their pollo1•• and 1nteatiou. The •11J>plulllltal7 oon­

aultatione report and the atatt .. orandua on tba nand-b7 arrm-t. b.aft 

pre1•Md tor rao.r couideration what u, I balieft1 a balanced and f.nh­

right 9ftluation 

at t.bie lrtage wbether Bra•U wUl. in tact attain a •ore at.able dOJ18at.1o and 

external aituatS.on in tAe near ta.tun. Hllab wUl depend m the dgor and 

apeed with vhiob tba autbor1t1e• gift etteot to the D1Mauree t,hq haft 

deNribed. In oonneotion with the anal791• and dr&.ft cleoieim before 1"0U., 

I haft had tl,o co:uideratione in lllinda ttrn, Bra•ll 1• taoillg a aeriou 

problea renlt!ng .troa a Ul"ked deterioration ill it.a external. pa,-a\a poat. 

tton, and wUl tace nen more Hrioua ditt1nlt1•• 1t tinanoial ueiatmee 

1• not forthoOllinc. hcondll', U Brull doe• appl:, with Tiger tM polioie1 

and 1ntmt1one that it hae cOJIIIWllcated '° the had, Bra•U aan achi..,. the 

first nap 1n \he Nbald.litatiaa ot its daleatio •oanOIIT and external 

aituatlon. 



TO 

FROM 

SUBJECT : 

Office Memorandum 

11r. Per Jacobsson• Managing Director 

o. Par-gu&, Encutive Director ~{­

Request tor Stand-by Arrangement - Brazil 

DATE: )lay 27 1 19_$8 

I have the honor to inform you that the Brazilian Government has 
instructed me to request from the International Monetary Fund a stand-by 
agreement of one-year validity and .25% of the Brazilian quota. 

I would be grateful. it you would submit the aforesaid request to the 
Executive Board at an early meeting. 

Orig: WHD 
cc: Mg. Dir. 

Dep. Mg. Dir. 
TRE 
LID 
RF.s 
ERD > 
SEC 



Kr. Per Jacobaaon, Managing Directer 

o. Paraapa. Executive Director 

Request tor Stael-bf Arrangemm t - Brasil 

lfa:, 27, 19$8 

I haw the honor to intol"la you tbat tbe Brazilian Government hu 
iutructed me to raqueat troa the IDtarnational. llonetarJ P'and a st.and.-bJ' 
agreeaent ol ~,-ar Yalid1 ana 2~i of U ru i..Uall l'&•ta. 

I would be gratetul. if you would su.blri\ the ato:resaid request to the 
Executive Board at an earl7 Meting. 

Cr1..,: WHD 
oc: Mg. Dfr 

Dep. Ilg. Dir. 
'!'RE 
LT!n 
RE3 
nm 
SEC 

(0 • 
0 
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' Contideny.,1 

Clll'NIIUJ" ll'uU ill llllfftr1na troa aewre balanoe of paymenta 
ditticultiN. International naerna ... a\ prNent low and lJ.na of 
eredit with u.a. 'banka are unul.17 .....w. TIie noent detarior .. 
tion bu been uaocia\ed with 9111w1•1on in the oott• market. nimUlated 
b7 the poten,iaJ. .._,pnoe of a larp exceN ~. lloWWl" 1 the pnbl.eae 
deriw 1ION t\lnd1a1~ boll a auatai.necl CINdit apaae1on baaed on hea'f7 
!1Nal illbal.mee. To oope with tb1s aitu\ion, the QowmJ1811\ of Brull 
p1w to br1aa the internal eooDOIQ' inlo balwe bT ~ badpl 
and ONdit meuure, and to tan Y41ou ...._.. meUUNa ao u te lild.\ 
the detiai, in Bra•1l'• a:\ernal aacount• in 19S8 and to W1n& U.se 
uoounta into belaDM 1D 1959. Tbi8 Wt.er .. ta forth tbll polieiae the 
Br•Sl1an 0oWl'taeat 1• Ml'f'1UlC out and will continua t.o Ollff7 od. 

I. To CU"J7 out \hie prop-•, 1n Yi.ff of tbe pn118"' emhanp aitua­
tion, a-uil DNda the usurance of f'inancial aapport fltoa the Fund 111 
ldd1Uon to 1lbl amount.a to be obtained from otber aouroea. The Oewrn­
_. ot lnail, '-"foN, ....... t.broup w, • ~ arranpa8' 
with the l'1IDd fer tile pariod ot om ,...,. Brasil wu.ld lilla to haw t.be 
right to purobue tbe cUl"J'enaiu of other aeaben fnm the J'und 1n a­
change tor 1"' 01111 avrena7 ao long aa nch parellalea do not bring tbe 
l'und • s holdlnga ot Bl'lls111an currenq aboft \heir ,-...nt lewl 1.nDrMlled 
b7 the equi'ftllenti 1n Braa1llan oruaeil'O• of uatn.s million. 

). Aa a tint awp 1n •1DC'ng B1'u1l'• external aooount.e into ba1.anoe 
1D 1'591 Brasil intenda to lild.t 1'8 p111119nta deticit. 1n •eornert.ibi.• 
and ACL o\llTenoiee 1D 19S8 to $200 mUion, iml.Uaa repUJ'Obue obl!ca­
t1om 1io the.._ .. To at.tam ~ia result inatraniDU haw been iuued 
to limit ,.._ta tor prefeNDUal i.lllpona and oapil&l •mce ill tbeN 
Olll'l'9110iu atnet,q to the amounta speeifioH in tbe lrasillan aabaft&e 
bladpt tor 1958, and the amomt. ot to.reip ewreno7 10ld 1n tbl ~ 
&110tio• tor u.a. dollan and .ACL clollan haw been cut ott b7 20 per 
cent and thia level will not be inareued. Should the tieeal, oredit and 
o'tiblr eaicbanet •euure. aent.ioned in thh letter redl1oe ims:,on dnand, 
oauaing a tall 1n ~ dollAII" aaio tor the &IMl'al iapol't. ea\aWJf7, Bruilian 
author1\1H will nduc• trhe amount.a of fONip ourreD17 aol.d in the auot,iona .• 
The aame priDe1pla appl.1• te ACL dollar auo\iona, ad W• po1Ja7 w:lll be 
tollowd unW the l1me or GNdit w.lVl the u.s .• banka are R.l,etan\1ally 
NnoNCl. 



, 

4. Ma ...... lapenlla\ ate, la at. eqmlibl'l• 1• 19'9, t.lle 
Gonwt. flt llu.11 papNea to ai.llpUfJ BJU1.l '• mhr• 1J8ta11 tw 
-.pol'\a. , W•1 ld.clt.11 lnGODYHl•i to ...._ .., • -, ..u.r1 .. 
Uca et t.be pn_, ocatt• naua, tbl• will • alatallMMl. TIie ooooa 
upnt n.t.e vlll nM111 tile .... a.a,._..,... .. tor oott•, • , .. 
but• ot O.W per •011ar. !be 1'81111181• P*•ota vlll •=:: into 
wo •'•••- vbleb vlll nmve ft8pHUw~ Clt70 Md C ~ Mtlar, 
llaYlllc 111 a1lld aulaldq at.l•ll ter uporta vitbaa, intla 1onnJ7 n,. tl.e•• la t.1111 eaN ot tboae ca••.Utl•• et 1...- iatenal conawapt1"1 
vbloh now aeJ., wr.,- tll'fOftble 1ntuaat.S.onal pd.... ..:1th DBNP to tpe 
wwro 20 tts 1t ,1iw1g kc atn2er:a Sbf\ 1t w1u bf app.,tfd to 1 
119,ted ppber ot RDND' products 1n e :.gporm c!)araqter fW ,1,11 
llRFIMU q ftfp iQ tbt ahiQ1ng or tbeae prodycta \9 thf Wfli£0 92 
at• PA\tan:, w111 ch w111 10SM:)ld• l:ht N12r1t:r or HiP9J::tP, 1nc1w41y ai,e 
1ePMf4gtured prpducta, frodMqta 111 the cm11lro :ZO qat•eon MU EIPD­
NDSi:152 911 9QIGI£ to 9PC thJ..nt ot 1.c.tQl Jal.ye or 9gsiliy @IR9'11 other 
tblP Mtftc 1'¥1 goqo1, r:pplip Qmmmrt will, roJ1.bwit.b •1JFMY :tbt 
;amedan 1FWNP ~, ml>9JJc mu:cbfn• w flllpa. 

,. he BIUS.Uaa o.ns....t vlll pel'ledl..U, IHIJu\ tlla pftfenat.lal 
hpen ate•• 10 per tea\ eaob .... ,..._, SA ofder to redu• t.be dltteno­
Ual e&inl81 NWND tbue ftltee ml t• ratea t• bpol'\a ot tM 1111ftl 
•te&Ol'T• , INdJ••tallln w eNaell'N 58.12 per dollar will be ...U.11' 
11114• ot tlle pftteNlltial UlpN"\ ratu to• petnlaua _. Su Pl'lll.9'8, 
vMet and ..,aplat. (la aeoor4aa• vi\b ArUela ,o,.,........... Jet U. 
Tuitt Lev ot ~ 14, 1951), and tlle ,-fenatlal n.t.e tor tbe ••• 
pl'OduU vlll be nlaed \o onNil'OII 'PO per •l.l.a. TIie pNiteftllUal 
........ nte tor M-t.• nt.....i to 1a Artiele 51 ot t• T..ut Law 
vlll be IN4Jut.ed t.e auuroa '8.82 per dellar. Vi~....- w 
ftllnn'UGII vl\b - of -,,U.N' ondit.a 1a eanftl'U'1a IIDd AOL_.. ftllel•, tlle DndU . O...wt vlll not es1111d. the \ota1 UIOUllt .. ot 
De11•ber Jln, 195'. Nw u\bol'laUau v111, .,.....,, N .... ,r1.w \o 
ldg~ .. _tial ~Mt.a ad 11111 be INIRN aq 1• oaN• vben ....,.. 
-t NIIIINllll•• an., tw a \hlM , .. perled ot ....-. 

6. la adtiU• tlae subn11 •ulll'N 1deaer.l.W alloft, 'ta Oonl'IIND'\ 
1ate1Mla to lnu.ha• vl\11 u Uttle 4elq u peui~ f\afta.. a,t ... 
WlhlN8 vit.11 a 'fl• to a\tetwd .. a Ulllt.u, n.te ad vJ.11 rudn la "loM 
eoaaltatlGD vi.th \be Fllll4 f• \Ill•,.,,.... 
, • fba ••hznp mMIIUl'e• oatllJled alMn'e an _.,_. .. \e Ji•ld auat.aatJ.al 
pvti\ae la 01'UJt \o Ullllft tbe etfl ... of t.lae ONdit ... ftMal N&llllNa 
eatllned belev, lbt gnu Mi.I l'Hdp\8 ldaaa paJlllllU to ...,... IIDder 
ti. export UftD.IIIIIIIU 4eN1'11*t abowe vlU lie atal'11S.Nd (....,, tor \lie 
r1unm.ag ol -, nocalqd.U.., ia ocatorat. v wl t.ll t• •tt• poll llJ tw tbe 
Ila:\ ens,) • 

a. To brS.111 be 1ateJDll1 • ., .... late llalaa• ua \aN11f ndaoe pa...,. 
cm tlae 1Nllaaee ot qaeat.a, , .. ClotfflD•••' ot Bnld.l 1• 1111opUDc MV meaaure• 
1a tllle ft•14• et ...U.t• t1a..i aac1 oott• ,.u.,. With NPN to tbe Jan, 
the wt •rlau ftmal.al pftblea taaq lluil Raalta fNII U. laJIII 
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CS) A blU .... alrNll7 Ma ND\ '° COllgNN ,_ -
purpoee of l'Will& the maximla lepl ""ne• - 12 and• 
pal' Nnt. tor U.. and dnand clepodte, Na,-t.i~ 
pNNd lep1 en:1M .. 6 and lJa ... eerde Vpoll aPlft-1 
ot t.ba mw lelt,11&,1on, the O.wrm111t, w:1.11 1ncNaN bank 
N""9 NqU11'9MDU to the lapl MY1M and NClU,1.N OOll­
•reial banka to depoalt. SO par •nt of the rmoent. inare­
-' in depoaita • lepl ft8enes un\il the new ,....... 
~le ... ..uattect. 

(6) Should aarreno7 1•• ellCNCI CrtlOI bt.Uioa 
(S per oent tnonue over Deeemw 1"7) at m:, t.:llla in U. 
aeoond halt of l,SS, the DNNai\7 of Wdac •ppl.eatmtarJ' 
meuurea to the abow w1l1 be oouYvecl, 

11. It 1\ appM,ra liJDIJ,y at •¥ t.iae tMt. -, ef t.he lJ.111\a referred to 
int.he prenou paraaraphe will be ao•ded, Ille Gowrrmnt will tan 
the neo-al"Y' ....,.. to ennre that. tba Uai\a an .._ ... ,, To 
-s.n tM GoWl'DlleDt. 111 ~ thl JJNll'U, the Oowmant. hu 
mat.noted the beout.1.w 1>1reotor of U. &apenn~ ot loat17 ad 
Credit t.o r.pe~ aont.h1., \o the CoUDD11 of th• s~ ot ._. 
and Credit, dlneloplllll'8 Nlat1na to the lialla,, 

We will pronde the Fund wit.hall tM daM and intol'llll\ion it, 
... to apr;no1ata INlil • • eoonoad.e poeition 111d tutare pro&l"ff8 .• 
We will a1ao INt &lad \o NNive viaite boa J'und off1eiala to min our 
aituat.ion at aob t.iJMa u 1'0U-, den appropriate,. 

,.. 
\ 

Sinleftq YoUNt 
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INTERNATIONAL MONETARY FUND 

TO Tm N ••11•1 1>1--., 

FROM : Q. A. CaatallSo 

SU&JIC1' I Bpf1 J 

1. A'\t..a.d are \lie dnft latler _. at11~ 
lir U'ZM411 rt tor llallll. fi Died 1a e.coor4a.a 
vs. th J'GUI" iutaeUaa. 

2. Ii 1a n1 ailed t.laat BnsU • 1W111n8' .. 
\o aDn0Ull08 \lie ooftee atartJ.GD plaa tor 19,1 '9 
pdor to lllltal..S.ca or tJa pNpD1111l nri 1lr ~ 
aat t.o ta Ea..Uw loud tor .,,...,.i. 



.~ .. 
•• 

... 26, 19'8 

Dear ..... Jaoobllac:a, 

Cuna~ .. ail 1• aattel'iq ll"GII anere lNll••• ot p&JalllU am­
oal.U••· Iatematioul reHnee are at pnMDt low aDd Una• ot ond.l\ 

vitb u.a. INmka an nm•lll' ..... w. The reoent detarloratioo baa 

.... -Hl•W vi\b apellllaUm 1D the eott• aan:at atlaalated a,., t.be 

po\ee'Ual -rpn• of a laJ'llt ezae•• •ppq. Rovner. the pl'Oblellll 

derift mora ,....._tallJ hara a 1uatained ONdlt •lll*ld• NNd on 

11eff7 ftaoal 1•1anoe. !o aope vit.h tbi• •lt.uUoa, tbe Ooftwt ot 

lnsil plana to wJ.ag the intemal HGDGIV lllto balanoe llr appl'Oprlate 

lllldpt a4 ondlt •uure• aD4 \o take Tari.Gd e:a:oll•p •aaur1t• ao u 

to lilllt tbe deftcd.t 1a lnllll'• utemal aoooa~'t:w la 1958 ud to bnn1 

tt. .. uoount• lato balaaoe la 19'9. T.bla letter Mt• tort.h the polla•• 

the lnsilla Claftnaeat la Olll'TJiq Ollt ad will eGDUnue to O&J'l'1' °"'• 
2. To OU'l'J' oat tbta propua. 1n Yiw ot tJle p"8tm •nbenp aituaU•• 

Brasil aeeda tbe UINl"anoe of fiaancd.al lllppor\ fJ'OII the Pu4 1D adcUtica 

t.o tbe U1011111ta t,o be o~a1u4 fl'OII otblr aooroea. Tbe Gon:ruent ot 

lfttd.1, tJaenfoN, requeata tlal'Ollp "• a nad • arn.npment with tbe 

hDd tor \be pel'lod ot cme JMI"• lradl WOllld lik• w haft tbe rig~ w 

pu.Nbaae tile IUl"eacd.e• ot other IIOben troll tbe hDd 1n •••• tor 

lt• own IU'ftllGY ao loq aa •oh paNMMa do no\ bJa5.q ti. l'wMl'• bold­

s.a, or Brasilia •l'NHY abon their p..._, lewl 1nG1"8&Md 'b1' tbe 

equS.ffllat 1a Jbulllaa cm•iroa of US$Y1.5 lllWcn. 

J. M a nm nep 1a bl'lactlll Bradl'• uternal aocowata into balaa• 

la 19~, Bruil inteeda \o llJllt ita paJIIIDt• deftelt in •tGDTertlblo• 

and oulTIIDoie• 1n 1958 t.o ~200 a&lllcm, 1ncl11d1q repurebaae obllp'1.Clll8 



.• i , 

( 

- 2 - . 

• .. 1 .... te 11 , 

apeeltlN D BrulUaa _._,. 11114,.t tor 

~~~~~~~~~~~~~~~~kL.l•!.J~~~~~~H~ ,---:-Y 

tbie 

Ifill rueln tile .... aa the awrap-. tor .rt .. , ca ta. INlal• ot ~ 

per lar. 



( 

}' 

_, _ 

,-.rapb8 (e), (4), ad (e) will be aubjeo\ to an etteoUve exohanp rate 

ot CJtfJ'O. Jinaao1il papenta reternd to 1D Artiole '1, pahO'llpll 1 will 

alH be ette.t.ed at. u esobaap rate ot ert,a.82 except tor p&JaDt• 

apNlfted lD parapaph III (e) ot tbla Artiole vb.1 vlll OOAtlime to be 

etteoted at a rate aot. l••• than that tor paen.l •teaol7 lapor\a. TM 

ert,a.aa nte will be atcaau~ 1nOl'MNd nob aiz aontba b7 t.ea per 

oent ao that wit.Id.a a )'Ital' all proef• Ual 1aporu vill be 

int.ad• t.o prooeed vitb u Utti. clelq aa poNlble to a ooapreheuln 

exobenp ntom vi tb a "flew \o at.talD1DI a md. \ary rate ad vill ruala 

1D cloae oonaaltaUari vltb the FIIDd tor tb1a pu.rpoae. 

6. To litlt tbe lNiden of debt papata on Brull'• pqaDta poaitl , 

tba Gonrnaent baa iutaated SO)l)C 1t.o nop tlle ziepauatlCIII ot nev IIIICl1ua-

ta (1 •••• 1-e). 

TbaM 1UtNotiou 

credita npet.nd Vitb SOll>O, ezclualn et toaobile au-par ondiu• 

to be ncluaed to $3,0 Jlllllon tor pl'illalpal ln all c:urreno.iea beton azq 

will be 

U..ted w aotual :repaJ11911ta of the pl'lAa:lpal of lllldia-tena ondita 

npatend vltll SUll)C. -
7. TIie exobanp •uure• oatllned aboye are upe.W to Jield aubeta­

tlal pron.u. Ia older to in re tba -.ftie&OJ' ot the cridit IID4 ti• 

Wider ta. export arN.Dpmenta uacmbed aboft Ifill be l'tel'iliud (ezoep 

tor the tiAIDolDI ot-, atoakplliq 1n omtonit,- vitb the corr .. poll 



, 

• ,r 

, 

tor tbe aut. uep) . ~.lft.a.lm~lb_lll~la~-~da~~ .. ~poal.~~~~111~.~·~·~el~al~~~~~ 

aecom- er u. 1AM •·-- tellpU"t ot tonlp 

t al au! tanoe, 1.nclwllag all 4ratd.op • the Intemational ~ 

I ftaelwd dl1riy 1958 iA eaticm v1th \bil at.abilispia plu, 

Jba fl9MDtalllAZ1, t.o be ao clapoaited will be oalal&W \be h#•· 

.,.... eff..Uw dollar N.te te• p11eral ~ lllpoN ill t.lle wek 

pn11iU.n1 \M actual aoelpt et tlaS.a tonlp uc.nenaa. 

I. Tot.ring \bl 1ateinal eomCIIJ illto balance ad tbawbJ nctuce pNe­

h1"8 cm t.bl balmoe ot J>QIIDU, tbil Oonnment ot lraa111• adopU.q uv 

meaau..• 1a tbe field• ot Oftdi\, tlaoal ad coftN poll-,. Wit.It npr4 

tot.ta. J.ut., the aN\ Nii.au.a tiuDoial pro ilal faOiq Brull naulu trca 

t.i. l&l'p potelltial Nl'plua ot oorr .. ror 1951-59. kpor\able p 1cm 

ot eottN ia ll'Uil la ••U..t-1 u naold.na 23 J14Won bapJ 1i la 

i.AttllNled, boweftr, to l1a1 \ gporta w 15 aillicm bap. Tlllt Gowruaa\ 

bu clecd.ded aO\ t• beal' tbe vhole bardea ot 1q or t!aaD th1.a 

pnen\lal ~. la onler w asaure t.llat it.a at.1-utlat10U17 propaa 

vlll Rot De j~N4. 

9. 'l'be pl'Gduoen vill laawe te allow the iatenaal paoea tn ooftN \e ao 

aot • aold. iDtel'Ulq, vlll N held "7 tlle lns1llaD Oottn IaaU\11.te, 

at. lta upenN, mt v1tllolat baJiol 1,. In oaae the tupt ot 15 111111• 

NC8 to• upor\ecl 1• aot naobN, ti. OOffnmeDt vlll bol' t.ba clitteno•. 

la m .,.,, Ml'IGWly fJ'GIII .. 1111 OI" Uil 11M of ....... 

WM f N IMIDUOD vUl not, 



•• 
;,. - s -

10. The tiaoal poei '10Jt ot the Owernaent 1• Noond ODq' t.o tm cottee 

eit.uat.1.on u a problea taoing Brasil. Bued on m.ating authorisatiollll 

and oblic&Uou, a ouh diet1o1 t ot crt&o billion WU eet.:l.llated. tor usa. 
!he Oc,\,etlllDbnt ot !r&wtl, h6t1e,et", !tae adcp1!ed an econ°",)" program lillit 

'this deficit to crt!e billion. !he ndlletien 1ft tl!e ~ eeeh deft• 

ett to OitlO Mllton wtll be aehteffd by ntting 0!415 billien of 9JlJl•di• 

iMNe f!tGll the 01"!.ginal blldeet et GrtlkO IJillten, by' penponiag erflJ 

illion or c h npellditvee, amt l,y -lild:tiq ext!1&•budgetu,- expenditu.a 

te ortt, b:t.llien. O ~t 

~la revenues an ovreatq eet.illa'led at CrlllS billion. In tie ewn 

that l'e'f'eB tau ebert cf ttrl.e etttimate or beea,me f!Jf special eb'enl"8neff 

MW Mtflgetar,- aut!K,r.leat!one haft te be ~ete~, tile Ckwe1"!911!'ftt will 

furil r .... t'""' ditu: ... me agatnttt edstiftg adhM'l11sttom, «> ebllgatione 

to limtt ttl! cuh deficit in 1,S8 to Crt!O billion. .&ooordtngq, tba 

OOTernment will lia1 t i ta bOJ."Nldnc troa all eourc• in 19S8 to Clt20 ltil• 

________ d ..... bf ___ O!f..::.;;.:)9;.._bi_ll _____ !on......;... ror 19S9, the Oovel'mltnt. pn-

poeN \o attain tiaoal b&l.aDce. To attain tb.18 goal the Ooverwat will 

1ubllit '° Coagrua a lnldget tor l.9S9 wi~ u;pend1tvu and l'9Vemau 

balanced at Crll.30 billion. at revenue tail to reaoh tba budgeted lnel., 

the OoYel"Dllellt will at expend1 tuna to the extent. •oe....,- t.o em,ve 

lnadgetar., equ1111trlua 11119S9. 

U. With re1ard to Oftdit pol10J', t.he Bruilian Ocmmlllent haa talaln 

tollori.ng •an.re• a 

(1) Bank ot Brasil credit \o the pr1Y&W nonb•nk1ng NOtor 

1a lllb~ot, to a gnctuted ce111ag eo tba\ b7 tba Md ot 19S8 theee 

ondi ti will be onq S per oent abwe the end ot 19.57 lewl. 
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(2) lank at basil ondit \o •kt.ea ad llllllioipallU•• vlll 

be lilllted te tile lnel ouwtendS•c at t.ba ad ot 19,1. 

(l) The lenl ot Bak ot Brasil ndi•oount• ud otbar 

ond!ta \o ocwrcd:al bulta •ball aot euead u ot t,lle end ot 

eaoh JIClltb 1a 19'8 ta. lnel oa atudln1 a• ot t.l!le 1111d. ot tbit 

ODl'ftapalldla, IICIDth Gt 19,7 • 

(4) fba NDtnl bank ndiaoouat rate baa baen. inoaaMd fl'OII 

tbe plnlou 6 ,.r oat to 8 and 10 per_,, dependSa1 an ta. 
type ot paper pn-'94 tor Ndiaaount. 

( 5) bill baa .alft8'11 been NDt to Oclnpeaa tor t.be JNl'J)OH 

of nt.•iac t.ba ll&lli- lepl reserTe• t,o 12 aDd 24 per oent tor 

u. u4 daand 4epoaiu, NapeotlftlJ'-'tba pnaen lepl wzS• 

are 6 UMt 14 per eant.. lpc:m appl'Wal ot the new lqlalaUon, ta. 
Goftrmaent vlll iDOl"MN buk reaerTe NQm:reMDta to t.lle lepl. 

•Jd• and nqllin owra.ial banka \o 4epH1t 50 per oent ot tba 

aunnt in01'8118Dt ia depeait.a \o lepl naenea until t.lle new n­

aene Nq\11,-ta are •U•ts.ec.t. 

(6) SblMl4 Olll'l'eDG1 i•ne UIIHd Crtl.02 bllllOD (5 per eent. 

1.Donue onr Deoeaber 1957) at. UT ti• in th Mooad. halt of 

1958, ta. ••••111 '7 ot ,akiac nppl1m 1ntU7 •aaure• to the abon 

vlll be ooulclend. 

12. It --- .., 

llfflllal benk•, ernncv: iatu, esolMlnn aalN 1a tbe ••• wmu, ... 
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or a accounts, or ii" between ly 1, ~ 

d, Dran1 will 

consult wi 

• Brazil ldll 

for 19'9 for 

and r January 1 1 1959. 

13. If it appean lilmq at aiv- U. that an;, ot the liatta reternd '8 

in the prnio• paragraph will be uoNdad, t.M OoYermeat will t.aJal ta 

neoeNG7 aeasurea t.o enn.re that tba lia1t.a are olaaerftd. To ua1at tbl 

OoTermat ill impleaaUJag tba progr•, the OoYernant llaa iDatrucW tu 

&ucv.tiYe Direotor of the Sllperillt.endeaq ot ._7 and credit to report 

aon~ to the Comacil of the Super1ate__, of ~ lllld Credit dnelop-

118Jlt.a relat.iac t.o ti» lillita. 

lJi. We will ,rori.de the Pmld with all ta data and intoraat.ioa it medll 

to appreoiate Bruil • • eooDGld.o poai t1oa and t11tve progreu. •• will 

alio be glad to haw "rilllta frOII hDd ott1ciala to mi• our aitu\ioa 

at auch tiata as 7011 Ml' claea apprc,)11"1.at... 

Dr. JOH )(aria 4llcw1• 
llim.ater ot '1naaoe 

Dr. Sebut.iao , ... de Alwaid& 
Preaidellt ot tm Bank of Bru11 

Dr. J. ,. Cardoso de .. llo Mato 
Jbaout.iw D:lnctor of tba 
~ ot Jlo-., and Credit 
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~ ; Office Memorandum 
~1'4R'I~ 

TO Mr. c. David Finch DAT!.: )(a7 23 J 1958 

FROM E. Zay-as K_ 
SUBJECT , Brazilt A Brazilian View ot tbe Fund's Role in the Current Negotiations 

You may be interested in the .tollowing SUJUlal7 of an article on the role ot 
the Fund in the current Brazilian ettorts to obtain financial assistance abroad, 
which appeared in a Brazilian publication, Boletim Cambial on Jlay 19, 19.58. 

The past week ended with the cruzeiro reaching its lowest level in the tree 
exchange market, and it is telt that there are growing weakness and indecision 
in the Government to take ef'tective measures to check this f'all in the cruzeiro. 
The increase of' currency in circulation, the budgetary' d.e.ticit, and the rise in 
the cost ot living index are some o.t the !actors that shOW" deterioration ot the 
Brazilian economy in the first four months of 1958. 

In the next 'bro weeks the Government has to establish the policy- and 
measures tor the financing and marlmting of the coming 1958-59 cottee crop. 
Thia will be an opportune ti.lie tor taking measures ot the highest illportance. 
Every day signs appear of' the difficulties controntiilg the countr7 in obtaining 
financial assistance f'rom public and priTate entities in the United States. All 
or any negotiation in this regard depew::18 on the pronouncement ot the IMF, and 
this, it appears, is the Waterloo of the financial policy- of tbe Brazilian 
Government. The point ot view of' the Fund will be accepted 'b7. the other enti­
ties. We know that the Fund does not hid its pessimism regarding the develop­
ments in Brazil to the point ot suggesting measures that put the Brazilian 
authorities in dif'ficult positions. 

The business 1VOrld. in Rio de Janeiro has never f'elt such anguish as in 
the last tew day-s as uncertainty surrounds most businesses, especi~ those 
engaged in traditional lines of trade. 
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The lllnaging Director 

ll"ftlll s. Friedman and o. A. Ooetan10 

Braail - Stand-& Arrang•m\ 

-

11q 22, 19S8 

1. ~rt ratea. The at.aft believe• that it would be deeirable to 
1mif1 the i1l uport rate• other than those tor coffee and oaoao. It. 
ia eeeential tor Brasil to have an exobange qet. which encourages tba 
dinnitication ot uporte, parl,iC111larl7 at, a ti.lie when the loncer-nA 
out.look tor oottee ia untawrable. Jurt.hermore, the maintenance of three 
aport ratea would et.ill gin ri•• to the kinda ot coaplainta and ditticul.tiee 
with other countriea which the Fund hae bad in the paat aa a relNlt et the 
ooaplex 17at• ot upon ratea. iu.a11<>nable gport, rate• would enoovage 
the expuaion ot auoh oammoditiea aa cot.toll, sugar and llinerala. Froa the 
aone\ar;r poiat or Yin, the iapact ot eliainat.ing the Cr$70 rate would be 
to subtract about cit2. 7S billion !roll t,be oontrac\ionaq effect ot the 
exchange qna, aanainc that the Brasiliana intend to keep 2S per cent 
ot other export.a in the Cr$70 oat.eP17. 

2. Ia,ert rat.ea. The ataft appreoiatea the dittioultiea aontront.ing 
the Braail!an authorltiea in obangina the preteNDUal illport, ratea. It 
feel.a, bowner, that the depreciation ot the preteNnual illpon rate ia 
eaeential it Brasilia to overcoae repeated balance ot pa,a•t.• oriaea and 
to begin the di.tficalt :rroceaa ot el1ainatiq the cliawt.iou in ite proc:ll.­
tion and )l'ic--.nd-aoat atruotun. 'l'bia would not be aoooapl1abe4 by baTiDg 
a citS8.82 rate tor nenpr1nt., wheat, pettroleu and pevolna product• and 
a 01'$70 rate tor ot.her preterct~ iaporta and 1e"1.ce1. Our teeliJW ia 
that Bra•il • s beet intereata would be aU"Ved b7 inaist.ing on a a1nilNa of 
czt?O for nwaprint, wheat, petrol ... and petrolna prodaotta and Crl.80 tor 
all other• except oaplkl 1ood8 am financial payunt.a, with a definite ooa­
aUaent, to 1.Dcrean both ot then rates b7 S point.a per quarter until the 
pntennce 1• eliainated. Capital 1oocl• iaperta ehould be effected at the 
rate tor general oateac,17 iapart,1 and tinanoial p&Jaent• at the free market. 
rate. It is telt that the eti•iaatioa of oapit,al gooda illpOrt,1 and tinanoial. 
pqaente troa the J1Nteren\1al lJ.at woul.d not oreate the same t7Pe ot probl­
ae would ariee ti,,m the 1h1fting ot ••ential it•• su.cb aa wheat and pe1aroleua. 

Brasil aillpq cannot afford 1aport JN9Unte at, t.he propoaec:l rate• both 
troa the aonet.ar,' and balance ot pqaent1 Ti.ft'point1. The latest Bra•ilian 
propo-11 are likely to mean p:rea"'1re either to irltroduce (l'llllltita\iTe reetrio­
tion• tor pretere!ltial illpena with real.ll.ting increaees in prioff or increased 
pr .. eure on t.he auc\ion qat.• as exohange availabilitiee are reduced, with a 
atroq likelihood that tba auction s.,at• will becoae unworkable. Moreover, 
it perpetut.• talae accounting or the actual 001t ot goTema•t. illporte and 
other cpendituna. 

We wCQld like to •pba1ise that. our judpent. on the excblnce •at• 1• 
not baaed onq on ita aonet&J7 iapaot.. InclNd, aa loag aa Bra1il can Min­
tain tba rate for coffee and cacao of Cr!4S, it ia 11.keq that &111' uohaqe 
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a.,na will It• tiailltla,1o•11 1n it.a etrm. ( are not. reo,-1111, fer 
ow1C'IU r•aou, u. qaeniou et how 10llc ta '1aS rau can H aaintam•d 
or .u\ would be t.a illplloali- tor the need ter additional State eottN 
Jlllll'O .... • U tlae or~S raw 11 aainui1111d. ) With the riltac debt. ""1a• 
and deolllle in upltl'\ prooeeda, 1n addiU.on \o \be alr..,,. llld..•\f.111 .n.1,, 
tM .... net.lat. Will 1M requNll •ho11ld lead \o a eontnni• 1a \lie aone­
\ar, MIPPli' ralller \un • naM.liat.toa at. tta tlllffent. 1 ... 1. 
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The Managlnl D:lreotcr _,. 21, 19S8 

l~ge Del Canto and Ining a. h:lad•n 

L Today'• J9Wpal gt Cpprge repOl'ta tbat the Nin1•ter ot 11nanoe 
baa announoed that ha baa ••kad that a apeoial uobanp rate be tind tar 
Nld.ttanoee of •pital and profit.a br toreign ttn.. This would ahtn auoh 
trannotione fl"oa the tree market to the otttoial narket. The Bank ot Bn•U 
had prniouely 1nd1oated that it voald npplr tareign exebanp tar auoh 
purpo"• up to Noveaber 19'8 at a rate ot OrtllS t.o 0!'$120. Tba report doe• 
not indiaate the reasons t,:w tba ao\lon, but it prenabq retlaota aome •ttemp\ 
by the Bnsilian allth01"1tiea to oope vitb tbt aituation ot a bighq depreoiated 
rate in the tree 1111rbt. It reaebed a peak or CJotl.48 pr!• to the Minister ' • 
annou.nce•nt. 

In our diaouaaiona in oonneotion vith the Bn•Uiu atand-bJ', w bad been 
aUlllling that the nmittanaee ot rorelgn fir• vould oontinue to be 1n the tree 
Jllll"ket. Their tnnater to tbe otfieSal IIB!"bt a11teatloalq incna .. a the 
preasure on enbanp aYailabilltlee. ThltH pqmnta would now be added to tba 
otrioial exobuge budget and inoreaee the aabanp det1o1t requlrf.Da tonlgn 
tlllllnaing by the f1lll aaount ot rellittaneea ot r_..1p tira. It la alao to 
be noted that Brasil baa not Nq118sted Fund apprwal tff tbeN obuge1 in ite 
eabange qstea. Proa the Pund Tievpoint, these tranaacstiona incltade "current 
wauaotione• under Art1ele XIX (1) requiring Fund appl'onl. 

2. The 'el et Q=U also NJ)Cll"ta otbar measures planned bT the 
Government, Sm~ng tba iiitening ot oontrol to diaoou:rap uder-infttolas 
ot exporta and t.he abolition ot minima p.reai .. tor tbe auetlonin& ot bilateral 
aU!'renei••• Aa J'OU tnov, the Bra•illana ban been pel'llittq under-S..Oiolnc 
ot ap(rte as a •ans ot enoovaging cottee •~, 4eap1t.e tba appNolaW 
rat.. Whan tbl 1tatf' had propo•d oonaiderable dnaluat1on in the rate tar 
aottee, one ot the taotora it bad bad in mind vaa to ll8ke it poaaible tar 
Bra•U to aYoid these l"epeated obanpe in ••bange Mplationa am the lealrap 
to the tree market ot ootr .. uobanp. .b tw tba propoaed ohanp vith Napeot 
to bilateral currencS.a to oontora to our own auggeatlana to the Braailiana, 
it v111 be reaalled tbat, when Mr. Ribeiro ts.rat came to Waah1apoa, be d1aouued 
vith us the po11aibUit7 ot the d1epoaal ot aoou11111atione ot bilateral 0U1"1'8noie11 
throuab duor!Jllnatory t.eobniqaea. We bad indioated tba prehrenae tor redaoinc 
tbl floor prloe• tor s\lOh ourrenolea and thus enabllnc thea to be sold ror 
whatever \be IIU'ket vould brine. 

J. Qrctlnal"iq, we vould apJ>J"oaob th• Exeoutbe Dlreotor ot the eoun1'.ry' 
concerned with auch information and aat tor ott1oial ad't'iff. In Yiev ot 7our 
negotlat1ou with the Brasillan authorit.1•• 7ou may find it desirable to go 
aomevhat bqond this with Mr>. Pannagua. Jullging f'roa vbat ve read in tbe neva­
paper report, the propond measure on remlttanoe ot f'orelp tirma seems to be 
inach'iaable •1noe it would lnYolw a aubatantial o....,_ in tbe e:nban,e badge\. 
We belieYe it wu1d be desirable tor Brasil not to aet on thie •tter at thia 
tia but 1.natead to dieoua lt with the 1und vitbin the oonte:xt ot our preeent 
1111gotiattoa.. 
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draft of the Brazilian stand-by -arrangement under discussion. 
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6. A. Costanzo 
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TIii 111114 .wt 11M eanr.u, uudiled ,a pnpoaala lllbodiecl la la 
propo114 draft i.tter ha tbe Bru.t.11• WtaJ7 aaatboJ'lu... I npn 
t.o Sahni 70I& \ha\ it l• 19' eaadclered oplal• aa veU aa tllat et \ba 
,- natt that tlll pNpOM.11 11Decl tbeftla an ao\ ~ tw t.be 
attalnwn, et 1atel'D&l ad eateJul tiuacd.al atabi • r tlll pe-
poaed pl'Olftll, lftsll would OCIIUnue autter tNa 1Dflat.S.an ud vould 
r,aeSa 1n ... ta1 diMCllllllWJ.• la u temp 14•.n• . 

...... paepoecl• an Wutl 1a 
aalnte•• ot appnalaW a rate to, pl'lni.pd lllpolU. Tb1a 
et lnolad .. at •• t.Mll llalt et total tmi1<>r1:a 
ad IIOft tblll ' ~bll'de ~ tile oriti-1. dollU' IJ'OIIP• 
lnsillaa .,.._., •• 1, tbue • vcwd nedw a nte ot Cr . • vbltla 
ooapuea wl ~ a 1'11'9 ~ Oftr tor ,....i •t.e&Ol7 lllpona u4 onr 
Cr, for .,..S.al •tecol'J lapart.a. 

eac1111111a1 N\e1 vldeb 1• adal t~ too a,-..... 
olatect, Oftl'ltllilalate• daud tor • M3n ,roup ot lllpefta. QarnaU,, 
Brull bu a u 4et1a1\ onr 200 ld.W.aa 1n agl'9pt.e DC1111111MI 

llllll•. Thi le \tle tw nttuoUoo ot \ld.e ale•• t.lle n\e fo, \lala ot lllpoi'U 81111nati~ 
altu.l. 

TIie mneaoe tllia • di-1 pou.p at 1- d1atorta 
latenw. eon ftlaUCtlldlpa. rate • a. 
dollai' aea tbeH .... a\ tba ~ & NUODable enl• 
.. te eoat a tJiN atort.1• vJ.11 tiaa\eli' 
haw be eUalnated pl'Ol.anpag tlae do4 i\ _ _ 1Dt.euit1ea t.• iatJ'lbla'1on et naovoea. • au.betltutea tor aob 1.m.u1:.a 
an iuUd W Md ineataent lD faolll ,1 .. ININd oa tlle uae blponed 
po4a onnt.llulaW. 

Pllnber, t.ba .,...w enbaa .. •78 • pl'Otlu 
vhieh an 1aa4equte to ott•t t• ntlat1on&17 ~ ot \be t•e 
n,..i M4 oorr .. pol111l... , .. lov p terent1 l nte allennela tbe .... 
.._.. l'Otlta vbiob vow.d otbervi .. be &ftllabl.8 ter W• parpoae into 
• NldJ.N OD 1 • PNGl .. eaU..tea et \be pp an aot teuiblet 

llllarl.7 la Tiev be uneer\alD ooa1 tMat a ootf• tlnM«dDI• 
av tentative , 1 pNbable t.ba• ,11e pp at.,._ po-
,...i UOMllp rate• Id.gilt aae 15 btlli 1D l 58 aa a vllole. 

Tbe plOp'IIID lined la • adeq.ute utepuda tn etteatJ.ve 
NDtaUan. In nber OOW1tnea 1 t bu bem .... ,1a1. to n ben 
t.119 tonn tor nablllutioa "1 oven t.ba a&&t.borlU•• 

baTe hob eabodie4 111 1118 
• he.. ban ded \lie at -DC 1A t r ettorta aohlne • Uuticm. 



I 
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ID ta. eunb t• vqa et Oft....... 00ft clitfltul.Uea ud tiDtt-
lAC a ~ ..Ulltu\017 ba•i• aczarasll\, t• tellwla, 1• .._ 
lll~W tor ,be oculden\1• et ta.. lftaill• autbonu .. , 

(a) the upor\ , tlle haslliaa pJ'Oleeal vitb rupee\ to 
aoffN Md .... o rat.ea ao rea•m• rela 1aa '° 
, ... --ftaiD et.at.e tlle eottN IIUkin. .. Bna.U• 
aa,11or1u ... .,.. .... an acne,. the et ~ 
tor all otber e3q at r lnate ,.., .... •teaon• of 

Md 2. It ia .. -t1al tor 'balan• et . ~n'ta 
'dde a NallaUo ate of ......... tor other tnad 1A · · 
pMNl ooe\ ot 11 · lades will . the en....U . 
ti•Nl ad aot - ltt•.W llr tblt 
ot \lie rai. tor •rta1• Tbe at.rt wl_. the 
Bna1U• prop11al to ellJdaate -.,•U• ,ueh••• and Nlea• 117na 
di.ell baa .._ t-,laa \0 ti. ndlien •••Ollf". 

(~) Al plftioaaq 1Ml•W, bo\b o be.l.aaee ot N•ata wt 
iat.enlal flaaaaal flGUideNt1 ... , 1, S.• no\ p09a1ble a111p\ • 1al 
Nte ot Cl-'ta.aa to• ,..r.neua1111p01U. 1, •• ..... .. r, 

an 1..«iate 1. ia nte ti-aa "' \0 r 1 11117 be ftl7 
tiffl-1\ tu •Nial poUUeal naacaa. ,...,.,_., pe a Vlf' Gd 
ot tllen 41tn..it1e• Wlll4 1ae • 11•;l'Clld. ... npwl alac \be tollOld.al 
U...a 

(1) .An ·111ua1 rate tor pl'd.,..tlal 1llpel'U eaM1•ra~ 
ld1ller \baa t.a. lnalUaa pNpNal ot Crtsa.aa. coepull• ot 
tlle pnp11al aboY• lo eonaolidate ta. n\e t• upoN a\ 

2 vOllld la ltMlt 1JIG'NM the •at .t •zobMIW 1N17.a 
CrJ,8.12. 

(a) , n41la1oa 1a oea 1dl\ioa ellgl'1le tor W• 
pllllfenaUal tftt tlllllt. ror naaple, ,a. .,,u ot tla 

nte OOllld M lllllW aolAq '° tboM &l'tJ.olea 
..,.... Al'U.el.e 50, panpapla , .............., (a) 8DII 
(e) t ... t llieU9plU\, V aD4 peV01-a ... pet.l"Oleuil 
pl'04ata. Oaa AU i1.. 1aeladed 1a Anlele ,o, pancn,ll 11 
~Ila (It), (t)1 Md (e) would• _.Jen t.e ,a. .r-
t..Uw ,ate tor 11 1"1 •teaot7 • hie ,..,..a1 
vOlll4 ella1aate t.he eaeba .. ...,_'1' tor •plkl polla aad 
twUU ura ud 1ueot.ld4N. I~ tell•• tlaat illpOl'U aplan 

• ond1 -t• al.ao v.i. be· aujN\ ta ti. .... al •• 
Pl'J ate. . 'riw ot tbe lf'Oldlla cle\J\ bu4ea, qlllllUtatlw 
lllli ta CWllld N plaeed cm -,pllen • OIN1 ta. 

(J) TIie .,,... 1111 tial ,..,.,_t.ial rate vOllld tt.11 be 
ldJuted ......U, \o a nall•U• nte u i._ 
INlillu •tbod Tbon abeulA •, ... -..r, an utaaat.S.e 
p1e1111u:ft ter t. ,..._t, ot \bla te onr ti•. ror .....,1.e. after \ha lat.\lal 11113•tlllllt tbe pnto....Ual nte 
vitll t.M beponl81 tlla atuiliMUOD pftll'lllt pnfe,._ 
tial n\e Id.pt be iaen&Nd \belMRer tr 10 po111ta at ,m 
end or wh ...,,ldlBI quaner •tll-. dltt.....nial ltetveea 
tbe ,..,.,_Ual nte ud ti. .rte.u.,. rate fer .-.ni •te­
lOl'7 iapol'ta 1• •lllll•W. 



,. 
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Ce) la Older w 11 :••'- tor tbe Utt1a&l.U• viii.ell ,- ton-

... 111 a\aitd.DI i.alat llNded \o e.naun 1..,inmt&Uaa ot \lie 
naldliNUGa pl'OpUI IIDd w niato .... t.a. ,..,,,_er, .. lrulU• 
•\hodti• la elll'l'JUI oat tbla pl'OCJ"Ult l\ baa Nell P"JOlli t.la, tbe 
llN of,_ flaaDdal uat.n•• - relaW ,. tlle aettaal Sapll IFV.\f.• 
ot t.lle nnll1..U• pl'Olfta. Tbla -14 be aoblend 11r pl'OdcUac tlla\1 
NbJMI t,e oblenaa• et t.eru ot ,a. nal-llf' ...,..._,, Bl'U11 
veal4 11111\ it.a tlulq tba t11'ft mow MDt.ba te ant .. De\ 
_, ~ llllU•, 11114 vOl&l4 apn .. ta. •••.Sadel' onr a 1 of 

leN tbaa a tu\ber hl'N lllllltlla. 

<•) , ....... an , .. IIOl'W llllpoftalit po1a\a Clll vld.a ap"I I I ' 
1• 1-.S•I• Tbere an O\llu poia\a 1D t.a. lndU• 4nn 1-'t.er vhlela 
DMd elal'lfto•U•, llllt l\ la llelieftd t.lw.t tbeM vill net. otter 
IIAJW ONtuleae Tbe 1,.. ... CID\ .. eoltM neekp!JJ.q pell., . ,.,_ 
t.iatlar la not. oleal" Md vill llee4 eluttl..Uca. I\ la a11m1&1 .., • ..,, 

that the BNlllUa Goft,_.\ 1• nlll plOpedac t.o pa\ t.lle lrmll• ot 
oottee ftteaU• CID tbe ,. ........... , ... , - - or tdM or Bak ot 
.._l eNti\ vlll lie nnW \o fiW• t.118 zietenU• ot t.119 ..n .. -... 
plu, -,, tor tJae ,-S.'1.e ,...._.. ot UJ7 abofttall 111 eott .. apona 
M1ov tbe 1, lllllim NC t.uw.t. 

T .. &Nft plepDelll baft NIIII pNJIUN llf \lie J'-1 Raft CII tlae bada 
ot a euatlll. at*'¥, iNJ.wlta, dlNUa1ou 111 llu.111 ot tbe BIU1U• ft•• 
elal pNltlla IIDd npn.1111t "9 naff'• .. u..1e ot \lie 111Dl • -...iru nta 
tor a nuaatal NbulU tat1• p1la \bat 11 ..._ ... , la 1 t•lt _. ean lie •••••t1Glltlq NO, snded tor aeeep\alNI w t,)ae 'IJINllt.lW .... I -
111 h1l aps •••' vitb ,.,. Tlewa ot ,a. fllDd atatt wt vOIIW aat \bat. 70II 
\1'8Da11t ta. a,att pr&JtHnl•· '- ,a. 8ftallla aatbol'lti• fer tass.r oaa-
llclentl•. Med aot -.... ,a. a4ftMap w Blut1 ot tb9 1111.,U• 
ot a OGllpnllaulw tlllaet.al a\aM.llatice ,i.. vbieb 1NMlld otter ..,. tor 
... lll'f.q iatenw. ad uteraal atalllU- .... , \tlieNlC1119, ec AM \bl full 
lDtelleet.ul 11114 tluaclal -,jlOI'\ ot tlll Iateaa\laaal --. had. 
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The P\1Dd start .baa~ enained \be pl"OpOlla1a ubodle4 1n t• 

propoM4 4Ntt. letter troa the lrasilian aaaetar, autborl u... I repn 
to intona 7ea that 1 t 1• JV' canaidered eplnlcm u vell ae tbat of the 
hnd staff that ti.le pNpOM].a Olltl1M4 \herein are aot. adequte for the 
atta1naent ot J.ntel'll&l. and external t1nu.a1al atabill t,-. Under the pro­
poNcl program. Brull WOllld 0Qllt1nue to etdfer fl"OII 1Dtlat1on and voul4 
ntllain 1n tundUlllltal d1M(ll11llwla in ita toztelp papeata. 

'?be nollap plOp09al.a aJ'e pU'Ueularl,' deteotift in ncP•tlq the 
aaintenanee or too appl'Hlat.e4 a rate ten- pl'1Yllqe4 iltpOrta. Thia l1'Clllp 
or gooda lnelud•• at paaet IUNtaaU~ Mn tbu balt or total iaporta 
and more tau tvo thil"da ot tbe at Uoal · dolla iapen pioup. Under the 
Brulllan pNpOMl. the .. pcda vQIJ.d n•tve a rate ot Ort,S.12 vbieh 
OOllp-'11'9& wl tll a ftte of oYer Cr$140 tor ... oral aatep17 lapona and OYer 
CrtlOO tor lpecd.al •teaor, ~. 

The Mlatenanae ot an •ab•p rate. vbioh ia adai ttedq too appn­
oiated, ennt111llatea the d-.ud tor a •jor poap ot illporu. Olarna't~ • 
Bl'&ld.l baa a pq.11e11ta detlait ot OYer $200114.lllon 1n AUftp'te ,.,_u 
ot llt500 alll4•. Then 1• little proepeet. to~ the reduction ot till• 
detlol.t al.en the ezobanp rate tor tbia group ot -,.rta ia euhaunt.1.U,­
altend. 

The exiaten• ot tbia auba1d1Hd grOQp ot lllpona ....,.q diatortll 
lateraal ooat alaU-blpa. The rate J)l"Opoeed ot Ort,a.82 per u.a. 
dollar pl'loea tbue aood• at leu than tvo third• ot a nalODabla en!• 
mate ot their ooat 1D a free IIU'ket. Thi• tUnonioa Ifill w.t.1.llateq 
ban to be ellJlisaated and prolGDllal the >erlod it appUea 1nteuit1•• 
the 118ldiatr1b\l'Uon ot res011roea. Deaaeatic aubatltute• tor nch iapona 
an 1nh1b1ted and iimtataeDt in tu1lit1•• bued on the u.ee of imported 
ao-• o.eret1.iaw. 

Putt.er, the aua-ted exobenp aynea pradu ... exobnp pNf'lt1 
vhioh are 1nadeqaate to ottaet tbe infl.at.1 c:11uu7 lllpaat of the o.n-t 'I 
ft.seal and oott• polic.... The lov prefenntial rate obann•l• the ~ 
.... pnftt• vbiob vOl.lld otbal'ViM be &ftilable tor thla pttJ'p088 into 
..S.dles cm laporta. Pnd• eni•te• ot the gap are not tN.811,l•• 
pu\laular}¥ 1n nw ot ti. w:aoena.a.a ooamitaent on cottH t1aanc4q. OD 
Ollr wntati Ye oalaalatJ.cm•• 1 t appeara pl'Olaabl.e tbat the pp a 70'll" pro­
poNd uehanp rate• mi.pt aaount to some Ori15 billlOR 1n 19'8 as a vbole. 

The pl'Cllna Olltllaed laou adequate aatepud.1 tor ettecrU ft laple­
ant.ation. Ia other eoatn .. it bu been 1IOIIDd ••NDtJ.al to atNllg\11111 
the foNN tor at.a.bill za'1on b7 some O¥el't aotiOD and the utborl u .. 
have nen pntened to have nob unden&Jd.111• eaboclied int.he nand-bJ 
arnngeant VS.tit the had. The .. und.er\ald.Ap haw pl'0914e4 the 111&tllorl­
t1• vi th needed llMk.tq ill their ettort• to aob10ft atablll •tica. 
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ID the Naroh tor v.- ot werta lq tba uowe diffloulU•• ad tin4-
1q a --·n,- •ts.atuto17 '*81• tor acn1r1nt, the tollw1 .. 1• •b­
ld.ttet tor tha 001Ul1d.rat1cm ot the Bl'US.Ua ut.laol'iti .. a 

(a) On tbe upon .... tbe lrut.llan pl'OpOllal vttb nape.t to 
oottee ud aaoao ratu vGlll4 appear a-.p\altle tor reaaona nlat.lnl to 
the oaoertain atate ot the intel'll&tiaeal eottN aarket. Tbe Draalllan 
mthoriti••, hourne.r, are ur ... to acne te \be oanael14atlcn ot the rate 
fer all other••"• at erti,2 1utead or the t.vo pl'OpOIIN •tecori .. ot 
Crt70 ml Crt92. It 1• eHential tor Nlanoe ot ,,.,._ta reaaona to ,..._ 
Ticl• a nallatlo rate ot uobanae tor otbel' upona. The trend 1Jl tbe 
pneral ooat ot ll'fiaC 1n4u vW depellll on the onr-e.11 ... t&17 an4 
ti•oal polleS.u and vill net be aipitloen\q atte.ted Iv' tbe elillinatlae 
ot the Crt70 nte tor oertaln uporu. Ti. Jlund ataft velOC1118• tlle 
lnalllan propoaal \o eliaiaate the "8pbollo pureb.aae• alM! ale•• .. ,... 
vtaiob bu b9eD du1pn1 to tbe Bruillaa eoc:mOll9'. 

(la) Aa pnriouq hdioaW, Nth tor balanoa ot ~ta ad 
iaternal. n-.s.a1 eama.tden.u-, lt 1• not pouibl• to aooept an ia1t1al 
nte of Or058.82 tor pnf•natlal 1apol'U. It 11 N•ptNd, D1Miftl"1 
tbat an imecliat. adjutaat 1a tbl• rate traa ert,2 w CrtlOO-,. be w17 
titt10Glt tor •ocd.al an4 poUtloal naaana. Tbenton, perbape a var oat 
ot theH dlttlew.t.1•• VOllld be a eaapl"Glll• pl'OpCNlal alcag tba tollowlq 
11 .... 

(1) An 1n1 Ual rate tor pftfereat1a1 bperU eanalcl•r&IJ~ 
bl1ber tbu the Bnaillu pnpoaal ot Crt,8.82. 

(2) A n4aot1on in tbe ftOMM1 tie• eligible tor tbl• 
pftfeNaUal tNataat.. ror exaple, the appU.eaUon of the 
pretennUal rate OOllld be llllited •o~ to tboN art.lola• 
aoyeftd II., .&rtlm 50, panpapla 1, ~ (a) and 
(e) • 1M111eq, ..,.,.s.n, wheat, end petrol ... ad pet.roleua 
protl1lna.. Oew1CN11t1•• ino.luded in Article ,o, J*.ftllftl)la 1. 
81lb-.paftlftplla (b), (4), ad (e) woald be aal>Je9' to tbe 
etteGUve rate tor ,_.ra1 •i.ao.17 tapona. 'fbia propoeal 
vow.d .Ulliaate the u:obeap hNiq tor eapital pod• and 
t'el"tili •ra a4 ua...U.S.... Imports against suppliers ' 
credits would also be subject to the general category rate. 

( 3) T• aPM4 1n1 Ual pntennt.lal rate VOQ].d then be 
adjuted padaal.q to a nallatie rate u propoeecl b,r t.M 
Bradllan mt\llol'lt1... 1'berw a.bould •, hclnver, an autoaatJ.e 
pNeldlll"e tor the adjutaan\ of tbia rate oqr tS.•. 1oz, 
uuple, atter the 1111 tial adJutaell\ ot tbe pNfennUal nte 
v1 th tbe be&1msia1 or the •\alt!llsat.lca propu, the pNtel"llll­
tlal rate ld.glat be lnoreued ti.natter Iv' 10 polnta a, t.be 
end ot eaob ••••dS•1 ..-ner UDt.11 the 41tteNDUal be\veen 
the preferential rate and \be etteotive rate tor pneftl. 
•teao17 iapor\a 11 •llminate4. 
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aaae »t.notor•, ~ e Uli:tel S:1-,.SC- 11Nnor, tbat the amouata 
availul.e Ull4eJt .-..1,;y ~ ahOlll4 N wlloll7 an, i.e. sroa 
dravill& rtpta voul4 be taor-e4 aot Clllq 1'-, NPl,ll'ObU• 4ur1J.'I the 
tena of the U"l'UplNDt but ai.o - 1111• ot the mabar '• OUJ'NIIG1'• 
'lhe UA1.tll4 stat• Jltreotor retuaed to accept th1a nw, oa the ~ 
that ec>ull'ter-l&lea would or•w u opm• ea4e4 acaaitatllt to :poylAe 
ooov•t.tble aurreao1•· Be mcplicitly aoeeptel the 14- t.b&t l"eplD'Ohu" 
VOlll4 a44 to sroa• 4rav1ag rtpta. '1'be eCiiipl"Qli1H w.e a pu'a8l"&ph iD 
the daataiaa stat1Jtg that euh 1t.MA-'b7 ~ V0\114 ipMU'y what ooul4 
be drava 1ID4er 1t • .,.., .. , it vu cleu trca the Mbate that a rm 
grOIJll4 ba4 bee reaohed., u4 1a all 23 cuu •iaa• tbe •eooail pol.icry 
4eciaiOA the pron.ala& tor 1JlcrNu1aa sroe• 4nnr1lla r1pta ta l'N,PeOt 
ot ~ but not 11&1• of the 111111Nr'1 eurrmoy bU bMD 1Dalucle4 
1A the 1tuA-by ~ Yitbout BOU'4 ocaNllt. 

6. Dla1ap Ull4er •tuA-b)t ar.1'11118--• after re,unhu• 1A NQeot 
ot ~atu4-by tnuaotiau baTe 'b._ Jlll4e '7 Chile aD4 Colmbia • 
IA tba tol'l&C' cue, DMY>Alllllln aD4 atatt uraat t.hi• oa the oouatJ7 u 
the course to b• pretwrel to a NflUMt tor poa~ bme it 
...ure4 o'b•ervuo• ot the thrN to five 7-. pwto« tor uae ot the l'ua4'• 
reaourc... ID the oaae ot lol1Y1a, a r..,_t ~ poatpoDallm:t wU ~ 
five yean vu llll'eecl b7 the Board after ocuiUl'able clebate oa the 
ll"OUD4 th&I the llalber oow.4 haft obta:iae4 u evea laapr :per1o4 1'7 
"~fialloilla" UDUJ:' the ..... b7 ~ Yithollt aNk.1118 the Coallllt 
ot the Boarcl. 

7. __.iaoe •o far ea lll>t f.aUoate ai:w abuae of the rip\ to •n­
ttmDot a ftPl,ll"ClllU• w:a4er a atalil-by ~. It 1• true that the 
lllllber, 111 e:ttMt, GaD pt aaotbar three y-.ra autcaati~, wt a1Doe 
the exil'tace of a ...._'by arraaplHGt 1Dlioatu th&\ it 1a taotag 
pro\,lau, it could probably pt a aubetutial poatpoJMlllea\ ot th• Npll'OhUe 
aav,,a.v. The 41ttereace woul.4 be tile oec ... it)' tor apecial. appl.1.Uca 
to the Pun4 an4 debate by the Board if po1tpo11•1Dt were the altenlll'tive. 

8. lvea 1;.b.cup the exp•1ec• to date 1hon llO &bule, some 1ort of 
au• aCN.1.4 'be ma4e tor r .. aam1mt1on ot W.• aspen~ nu6-b7 ~ 
mete. It could be argo.el that the revolviDg feature vaa relatacl to the 
apec,S&l ctrcumatqcee of the Belg.1u we -4 the proviaioa ot rHourcu 
tor ~oaTertibility. It atght &110 be argucl that vile aane D1reaton 
tbollatlt of th• l'ffOlvilll t•ture t-., 414 DOt have 1D mill4 the~ 
ot pn-......,.by- 4rav111p, althoqb th_.. 11 = ev14eace of thia, u4 the 
illtatiCD voul4 alaoat eerta~ ba'f'e betlll to :pl'OT14e & A8t D0UDt to 
aupport cOl&Y1rt't1bil1ty wb&tner re,urchaae. were ma4e after the etu4-b7 
~ took e.tteat. 

9. It it 11 4ec14ed to ctm•• the preeeot tom ot th• nui•by 
~t, thia would be u 1llportult ohua• ua 1Ull4 :pn.otiae. 
It ahoul4 be bl'CUflbt to the attation at tbe Boar4 u a poulble csblDge 
ot po.liq, aD4 ahoul.4 be 41acuaae4 1D a g.....i -.y ill 41voroe trca -.Y 
apeoial cue. 



/I .. 

• 3. 

lO. !he poaaible ..... ot utiaa are JIU¥ U4 1a1e ot th• 1'1111• 
41tt1oult teaba1aa1 ..-1ca CD vhioh a nuoh mo.re 4etaile4 wru4um 
voul4 :baft to be pNJeftll.. lane ot the pq1S.billtt• are tbuei 

( l} Rnmtton at the prnmt pl'U'Uoe ta all caae1. 

( 11) Die JfOYblaa ot • tued Ml0Uln1 •• 1a the oaae 
at fS&l.tal, nth DO revolvilll t•tur• ot -, Jdld. 

( W) 1'tle pr•a&; lftftlN II041t1ecl "1' 1aae a"91pt to 
allooate npurobalN aa betwe• pl"ealtu4-by 4av1ltp 
- dnv1ap UD4er the .... by ~. vith llll 
a441tiOD to the mlOUllt that CNl be 4rnD 111 NQe0t . 
~ the latter. !be -.Jor 41ftioulV here voul4 'be . 
to &llocate repurUIINI a00ft1al--, Anictle V, hct10D 1(11). 
There 11 DO obviOWI allocat10D ot U ol>liaaticll 
nault1118 frail • 1AoJI-• m the umber 11 ruerve1 
to u., tnuutice, Ul4 a Nle ~ thumb voul4 have 
to be ato,teL au ooul.4 be alloaatf.ca ot the 
.,...._.. ai111ttca toa 

(a) the eul.llet tnuaotiao tirn (tutt 11a, 
t1rn ou:l)J or 

(b) the l&ten tnuactica ttrat (lut 1D, 
ttrn on), the teohmtue tat the l'uDL\ a4opta 
tor charPIJ or 

~ 
(o) tnwct1cu 1D the order :of ~~F!!,~t&tioaa 

or caaaitmcta tor repurcbaa~Caliice all 
trauutiooa after Pebruary 1952 carry 1uch 
r....-ucu or 0C111D1--.t1. Io applyiDC 
tM.1 l'\lle ot thlab, it woul.4 bave to ~e 4eo14e4 
wheth«r the three to tlve yw,r prtaeiple ta a 

-l repl'nataticm oat aaamitmct tor reprrobue 
ar'4lr 'tbrft ..,ar•, or five yean, or •ome other 
t1xe4 date 1a 'betnm, 

11. I(, own conc1uaiom at tbe DlCllmt arez 

(A) The pr•et pn.nioe lboul.4 be retaiu4 beoauae it bu 
IIOt aiffll ri .. to abuae. 

(I) Uthe prttNDt praot1ce 11 to be obeapd 1D ~ cue, 
then lboul.4 firlt be & ...,.:L IQll'6 411CU8110D OD 
tu po11q iaaue, 

( C) It a obtmae la _.., the teobldcu,e ot a f1Jie4 uouat 
ot or.Ut lhou.14 be a4opte4. ,_ fl'Obl- cauae4 "7 
repurcbue WOlll4 the be hlm4le4 - NCfJleltl tor Po.._ 
1)0IMIIIOt ~ fl1l'ther &111.atuce. 



<•> It a ..... la .... u4 a l'WC>l'filll t•tun 18 
a"91pte4 to, ftllUl'OhU• :I.II NeplOt ot tlu1ap 
UDl1ar tbe .._.._ ~ ca11', t,be ~ 

obl1•t1cu UDl9r Article v, leotlce 7(1a) lholAl4 ff 
allooaW Wcml1laa to tbe datel of NII Nllltat1CU 
or oCllllitaamu tor Nplll'Ob&H1 MIi tile tbree to tiff 
~ ,...,1p1. •hcu14 be .......... tbrN .,.. 
~'ttoa or IClllll1111111t• l have aot •~ '° en Ollt - _. ..... lurn to .11lnU, thee• lut Yi_, beoauae tbt Jl'Obl- 1a901"4 _.. h1pl7 
teo!m1eal u4 ...,u.w. 

Cos *'• Del Cu1IO ~ 
•• Coll1iellllo 
11r. ,,.,.,,,,. ... ., ... 



,. .. 
• ;: INTERNATIONAL MONETARY FUND 

Mq 15. 1958 

TO The Managing Director 

FROM : Jorge Del Canto and Irving S. Friedman 

SUB.TBCT1 loail-Use 9£ ! 1100 fteaourca,p ---
Attaohad 1• an aiM •a)!re pnparetl 1n 

aooordanoe vit..b 7aar inatl'llCIUou. It hu been 
pnpaNl in tbe rom tor tnnal ttal to llr. , ........ 



' " 

I 

... ...i.u, ...... , ... , ... , ... 1. IIIIN41e4 1a , .. ,..,.... 
•nft ld\el' tfta \lie Bndll• ~ a\MliU... I Npe\ to Sal'OIII 

Illa\ 11 l• 11J eoaaldenMI eplal• d wll u et, .. 1IIIMI naff 
\bat. ,. p1epe1da GIIUJ. ... ~ .,. ao\ ....... tor tile attal•••t 
ot ta•aal ud •Jllenal n ... e1.a1 nallll.llt, • .,... .. Ille pr,, .... ,.._ 
pea, llull VClllld -"- to aattel' ha llltlatS.• aad ..id ....S.a 
ta tait-w &11...-Ubd• 1a 1u tonip J>IO•unu. 

Tlae e 11>:aae pNpOlla1a an ,-Ulllla~ 4etNUff • .... u .. the 
..iataa•• ot tN a nw tor Pl'l•lleallll Slupol'la. nt• 
et .... lnoladea ., ,.. •• -11nuUalll' .... ~ lilalt fl \na1 
_. aon ,.._ \wo WIii• or ,._ .s.u..i ..:llar t..,.n C"IIP• ll'llder ~ 
lftd 11 t ......... vClllht N•lw & ftle el • di.ell 

11 \II o,er il,AO tw ....,.i ......, lapo"'8 111d o.er 
-"!"·~ hr apeoial •teaol7 1.,..u. 

TIit aalat.ee•• flt teo .,,... •• wan ••Iii•• .. nte tor lllob a er 
pG11p aperu ,.._ v1t.1a u .._ au.iu. c.n.ni:,, 11es11 
.._ a onr ld.lU• la .....-i. t4 

- ·- - r. Tblft 1• u, le ,...pH\ tor tbe nda.U.OD W• Mn-
al uai. .. \lie utla•11 nte for Ull• ot -.,.U !e .......U.U,, 
.i-.1114. 

Tbe esl8'erlee et W• ....,,u_. lftlllP er 111po INftl1' dlatorta 
1aWJ'Dlil eon RlaUG11811lpa. • n.te ot ,a.a ,er • 
dollar pn- tbe .. ,.... at 1 .. , tlaaa we Wida or a NUODU1e ..u­
•'- ot t.belr .-t ta a tJM .... ,. !Ide dlnortl• will 
baft be •UlliaaW \lie · el'lor 1ateaatn .. 

m141 ,..ot1...... 9QMU'8wa tw 1,..,,u 
laid W an l.nNUllllt. la faalllU•• • t uae 

...... -~ ..... m~. 



-2-

1D ,a. • .- tor v-,• ot .......... ,._...,. d.ltt1-1t.1•• ad n.._ 
a •tMlJ, Nil.,.._, Nd• tor qftSPDntt vlab aullal\ tor 

,-r .-a14ent.1GD ,._ f.ilowlact 

(a) 
ll'ui.111111 vl ! 

UC- \Ill lnslUan aG\llo:dts.N ...... 
rw .u .U.r ..,..,. at. !•teed 

7 and .. 'llfllttalarlJ'1 ia 'riw 
oott .. , 1, 1• ..... ua1 a 
U&p411'U. ,._ VIA4 ,_... eon 
u. .......u . 7 ud rs...i ,ou.s. .. 
arr.-.. llr tlle .UldaaUcm et tlle tor elJ'h1a 

atatt vel-• ,._ lnl111• Jl'OpNal u ellld.aaw \be · .,_11 • 
........ and ..ie. .,.- vldeb haa ..... ~ .. w tlle lrullla . ....,. 

(It) Aa plft'lcu),- lnd1•'-'• bot.ta tu Itel-... et ,.,..._ wt 
la\eJDal fta•elal ....S.4elt,U••, w eamao\ ••••P' an WUal ftte ot 

,1.12 tor pftf9l"e11Ual ol'b. n•ld •, Mtaftl', \Ila:\ aa 
lllld.late a13--., tbla ft\e fl'GII r te . 00-, Ille ftl'J dlft1aalt 
tw ..... al peUU-1 nueea. ,.....,.,., palaape • ve, oal et t.._ 
dlfftCltllti• vo.ld be a eClllp....S.M aJ.oac ti. ollewhc U.•1 

AD lalUal nte tor pnt...Ual lllfffU ....... '11' 
Ill ... • tbaa lftll!Uaa prlf Hal , t51.G. 

(a) nduU.on 111 u. 0t111 Dd.lU•• ellllltla \bia 
pnte.naUal u.twt.. r ...,:a•, \ba 1U..Uo flt \be 
pftf....U.al ft'9 OOII.M N Ulll ted Hle)l anlaJ.aa 
OOftnd .., Al'tlale '°• i, 1 ~<·> 1114 •>, 
.... :ay, w,,na,, v , petnlaaa ·,e\rolellll pN&llleU. 
E ftlr.z:.nl'I tll .. laOJaf .. 111 W\lole ~. ~IIM (\), <•>. _. (e) vaald N 18'jN\ . \lie etr..Uw Nte tw 
....,..i •teCU1 111pW'8. Tbia vGllld elb1aaw tlle 
•••P ....._., fer -,I.kl er\lli n _. 
1UH\1oldea. 

(J) ialtlal pftt....U .. VClllld , ..... 
adj..W a l'Nllnlo nw •• · ta. 

U• "91 ea adell&Ue 
,........ tor adJ•Ulllt \bla ftte ONr u.. J'or 

;a,a,u~ .... \a pNfenaUal nw Id.tilt M 10 Pilat• 
Mob ~ au· \lie 41.ttennUal bnv•• t.M pnfeN11Ual 
rau aad t.- .tt..uft nte t• ....,..i ., .. ., 1JlpDna 1• 
elllliaated. 

(e) Ia•-•• \o .. ., ... i. tor \ae dlttiaalU• 
... la NUl.alq lepalaU• a_.ecl ...... 1ap11a1e\a 
nald.ll•t.1• pNpa \0 Niaf'oroe \be U• et, 
athol'lUea 111 tllftJSJII •' tllla ,-ropaa, llaft 
ot ,GIid ftHDolal ual8'111• l,e Nlated to tile u\lla1 . 11 
Ula naa.tu 1 • ,._ toiwla .._..w 
\lie el r ~ vaa tonh 



• 

- -
(4) Tba &Nft &ft \lae IION illpOl'laat. pola\a Oil .. &plf rn• 

1• luld•I• Titan an OIMI" fO',lllta ill BnstUu ctn.n le\tar vbtoll 
Met elarlfi 1 ia ltellewd tbeM ,otaw Will an otter 
~-~. _ J•p• CID t ... eoffH 8'Mlq>ll.1q pelitf la pu-
t.t..i.ar • aot eleU' ... vlll Ned elal'ltl•U•. lt ia ••••••, lawaN•, 
\bat the lftalllu Gan,_.\ 1• at.ill INJden ot 
oeft• N\enUee ca tile .......... , M t ao de WM ff ot 
lft&ll ONdlt will M a11d .. to ft.DID• tbe n'-ttloa et tbe oott• aw--
plaa• eanp\ to• \be ,-.lW.. -, ahol"lt.U ta oott• upona 
Nlw \lie 15 lllW• .... t.,..t.. 



The lfanaaial D1No\or 

.lll"P Del Canto end Iltill 

1. !be JnpeHl• eonuiaad i• "'9 draft la\ur aubd.t.t,ed l,y Mr. 
fe.naa,ua are .....u.all.J' Ille aaee Al \hole 1a tbe ol1.cial 8,asiliaA 
p1a •• q,lal .... to u-, t.be Bl"&ailiaa NJH .. NDMt.1ftl. Tbe ea]¥ •«on 
1n \lie dnf\ lat.t.er to •et. tt. Pllad prepoaal• are the abolitin ot •a,abelic 
,-reha•• •• alu" aad oouolldat1ou of ether expona 1nto 1lwo rate oate. 
aori•, Ort?O and • Tia• hnd propoal tor \bl lild.t&U• •f -· Rdpt.-
U'J caab dettait. 1A 19S8 t-o 0.-$20 '1llloa 1• alao aooepMCI. 

~. Tbe ke, ptOYia1ona of \be drat\ let.t.er reaamillC pllblio diaau.aaion 
am had arnillallM ot t.be nad-\,,r are C111Uted. Tlaro1111loat. t.h• la\t.er all 
nf•rnc• \o pablie amio•caent. and dieeu11an ot t.he J)l'OINII haft 41•,,...nd• 
The nternna \0 Oonana• ••• aleo \tee e11111na,.s. Tbo • pen, ol t.he let.iv 
pl"ffid1111 ft>r a pba•ial et \Jae •WDCS-11¥, oons..iltat.iou 1D ~ event, et depan\1.ft 
tna. Ul• ,ncr• and tor \he et.a\iozd111 flt • hr&d otticlal 111 Bn.111 are a1ao 
deleted. 

• . llraa1U.aa drat\ delAt.e• retenaa• to •uoba.111• retora•. Tbe pro-
araa ntait.t.c 1n tao\ oomaina 11\\le aodU'icatiraa ot the en1ttng ...... ...,.ta. to"' the altoli\i.oa ot th• ••t.• of 1,-bolio pvoban, no al-.~ 
nioa in aiaUng proo..,... 1a propollld. Tbe abolJ.Uoa ot 1,uol10 pvaba•• 
is •table, el\laoqb 1\a 11plt1.a .. 1• redllolld 117 \lie nt.enU.n ot \wo 
rain, 70 aad CrS,I, in add1Uoa t.o \he cottN and oaceo rat.••· nu, 
wbat. 1a pnposacl r--.ua ••rt oleae \o \be treataeat ach&U, accorded uder 
tbe pre••' •••• Tbe propoNd incr••• .n the rat.ea tor pnt•ND,tal taporu 
w crtSl.82 u not • new Braailtan GoYernaen ""11ioa, bu 1a a •eanre ont. .. 
plat.ell tor aoae '1• ill ordV ,. 00&at'en1 wt tit at.nlq enuap lesiela\ioa. 
A nat.wnt. ta Ude ••, \be "preteNnual 1.llpon rat,e wW. 1M p,1daatq and 
u 1P,ldtl7 •• polld.1'1• reacl.ta1t.ed•, 'but t.hSa .,_, not cwez·ooae the preNII\ 
wulmeaa nor 11.e apedtio IDO\l191 a1nranoN •• \o th• flllm'e. Beth t.11• 
t.Git1atlT• aed J~t 1n thia •t.t.u are left •tifelJ' u \be ll'aailia 
a11tlloriUN. 

b. Tbe ,...,...1a no\ •Ill¥ elaal'pq n•c• tbe etteatlv• dnalut1on ot 
\be raM propoaed SD \he naff cnt\1 wt al.10 retaoe Vl• dtrec\ aet.ioa lo 
Ndue the paJllell\a Sabelanoe • ...._.. t.reataea, ot nA>l,1era• e:redi\a 1• 
left ....._ed, tll•nbJ porpe\ut.SJI& \lie eYttrlt1alu \o ~ n.pidq 11"0riac 
dabti bllrde. TIie redlMiU• of uo\iea amu\a "1 ,...iar 1obedl&le u delned. 
! Nt•renoe ia left ~ 1••1111 \he auotion UlOUftta 1f t,)le !I!! talu kt. no 
.t1.pn1 aN ~1Ta cf the lffel of !£! at. wluob \Ilia 11111 operat•. 

S. Tho plffh1•• on t.bt _...., aad ondl\ ,.Uq are :1ft :•tr'al aoeep-
abl•. Th• Taria \ions • rae.:t to • ter elant.lca\ien but .,· do 
not. ai,,.ar ot U.,or a It ahoud be no\.S, bowner, \bat 
uder th• •'- pnpo.ala, •••111• profit., wld.oh nre 
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INTERNATIONAL MONETARY FUND 

Mr. Del Canto 
Mr. Friedman 
Mr. Gold 

~ 13, 1958 

Attached ia a copy ot a draf't 
letter submitted b;y Mr. Panm&g11& a• 
a counterpropoaal to our proposed 
letter or~ 7. 

There 1• al.ao attached a proposed 
memorandum to Mr. J aoobason anacy-zing 
the dratt letter submitted by Mr. 
Paranagua. 

Your comments are requested a• 
soon as possible. 

6. A. Costanzo 



PW 
..,. 1', 1951 

, .. !be ... •li•I Di..-01' 

l•wta Del Cuto ad Irdq I. hiedllllll 

1. Tba pnpoMl8 NDtainecl in tbe clnft i.,ter lll°lllllt.W 1';r ..... 

,.,...... an .. ...ua111 tlle .... aa t.boN la \be orl.S,aal. IJUtUaa pl.a 

u aplal ... to 11• 1lr the BrutUa npJNaDtaUna. The ..i, etton ill 

tha d.ftR l.nter to ... t \lie PIID4 ~ are tha abollt.loa ot ..,..,U• 

pur1l1a••• and aalaa• and ooaMUdaUcn ot ottaar expon• illto wo nte 

•teaor.l••, CrflO and Crl92, The l'u4 PftpOMl tor the U1111 taUGD \be 

Wptar.J oub det1e1, 1111958 w Cl't20 Mlllca 1a &lN ... pt.t. 

2. Tbe U7 pl'Wle1oaa ot \lie dfttt letter pnpNINI "1' la- hDd 

an aaltW. !boae pui\11 ot t.llle had le\ter pnndiq tor a pllaa!q ot \be 

at-eDd 'r, eao•ltatiana 111 tbe ..,..tot .. JMlftllft tl'Oll tbe pl'Olfta and 

tor \lie a'\aUGldaa ot a 11111d otn.eial ill Bftld.l an .. i.w. AlH ,~ 

tbe ln -.... all nr ...... to paltllo mnoun_, 811d cll••w• •t ,.._ 

pl'Opu haw dleappeand. The ntennou t.o Oapua haft alao Men 

elllduW. 

J, The BrulU• drart. ~ deletea 11ttena ... to ..... ,. 

ntna•. tbe J)l'Oll'Ul rullllltW 111 taa ... talu Utt.le l8041tl•U• ot the 

u:la\1ac esahap e.r•tea. blep\ for tbe abollt.ica ot t.be l1'flell ot apbolle 

,_....., ao alteNt.lon 1• aln1q pn1at11 ... 1• prepo,... Tba aboUUoe 

et .,._11. ,....._ 1• nndered le• aJ.plftoaa\ 'r ta.. nteaU• ot two 

nt.N, OrtrO Md Clt92, vbloh an ftl'1 oloN w the tftataaat ~ 

aoeorded llllder tM pwt a,•tea... Tbe prepo•l4 lnfl'NN ill U.. ratea tu 



,-,enaUal J.aporta to OJrf.58.82 1• 110 new ln.S.U• OOfttl'llllellt 4etla1•1 

mt ia a •uun ..,..,,.,1.w tor aome tlae in oJlder t.o eontoa vl\b 

Ulftln1 ...... lep•laU•• 

4. TIie pnpoaala II" Gall •bdplJ nda• tlle eft..Uft .. .,.... 

fd.ation ot tt. raw pNpOMd 1n tbe awr dftt\, btat a1ao Nduee \lle d1nn 

a.Uan \o nduoe tbe ptfalll\e illllll••• 1a11-.. \Nataeat. ot .. ,.una' 
cNdita S.• lett ...... .-, tllen"r pu'pJW&t1a1 tlla onntillllu w the 

npidl,- pwi.a.g debt llu4•. The Ndlaetion of •OU.on &IIOIUlta "1 naul,a 

aobedale 1• del.W. A ntenaa. 1• let\ to lewr:Lng the aaot1on uout• 

lt tm .Iii.I tall• llut no tlpn• aN 11 nn ot the leftl ot .1111 at vbiell 

tlll• will ... ~. 

,. Tbe p....S.alou oa ta'*'•' at ONdlt poU., are ia ... al 

uoept.a'1e. Tbe ftl'iaUon• -, DN4 to 'be diaouued tor olari.ti•tiaa bat 

i.,. do aot appear to be ot M3or alllliflOIID•• The oott• ,011., a1ao .,... 

pean aatS.ataoto.l')' 11u.t ia t.b1• iuteae t.be veldlq baa beooae ao ncue \hat 

s0111e ndnNaa 1• ..... t1a11t a ldDdl111 cscaltaeat 1• to 'be NtaiMll. 

,. CcaeeJnll91• The drat\ letter •atmttect '7 ac.. Pana .... doea 

ftl)' U ttl• to adnaoe the ..,.UaUGDe. 'l'he Contueat appean llllVil.lias 

to adal.t the ue4 tor 8fl2r" tmaaana11\al ...... 111 ,.u.,. ad 1• ftlldaiq 

tis en i ta aallOUDoecl poU.,- of N1aa .,,...S to any ..... Rfua. The 

alt.MU•, tbeNton, &Q4111 aot apped •ob dJ.tten11\ troa that vldeb 

u1a.a at the u.. ot t.he noent Fund lliNi•'• n•lt to Bnat.l. Tm 

Oovel'mllnt. ia VS.lllaa w llake pNld- vith l'MPNt, t.o onclit and t1Nll 

polia,, bat ia avs.111., to uoept 81Q" Fad pnpoea1a vbieh requln ia­

ltSCU.ate oanonte a.Uon. Bnlil app<an a1ao relu\at to .._ •pulft• 
ecaittaaDi.• 1a a tom vbleb 1• ld.lldlna aad \o make tbe ft..S.pt ot '-4 

I 



_,_ 
Ia .tev ~ the .. pneral ... 1dent1cma em Ille •ltMnatloaa 111 \be pl'ffl­

,....,..,taa, the J\md start don ao\ eonaider ta. pNpOMla ooata~ la 

Mr, PU'llllqlla•a dratlllttei- .... p\ule u a laaa1a tor had ftauelal -lnaa•. 
7. la "1Si9P• It ia re01 11ded that the teJ.1.ewl.ac poa!U• \ 4 -·.... "'- • ~ • 

• t.ftnald.t.W t.o tlae lbuill• Gonwt tbJioach Mr. Parene111•• 

(a) The· P":.....:J.a eon\a.lned la tbe re01Dt 4nt\ latter 

•W t.t.ed Ir NI'. PaftDtl&IIA are not llllequ.te. !be pl'OIJ"IIII 

011\l111ed tbeNtn Nla to elilllaate the lnte:mal 111t'1aU• ea4 

ft4NN \he fundlllNllltal. Nhaoe ot ptlllllDU eq,aillbl'S.WI, 

(t.) Tbe had•• ,oettt• l'UMdna aa Olltllnect ill ~ 

daft i.t.ter of lflv 7. '!n pant.Ollla, \be Ju4 f•l.a ttaat 

a aore ~ exohMp ,.roa tbaa tJaat. eae~1M4 1a \be 

draft inter la • .._tial to a aol•U• ot Brasil'• pftNlli 

n ... aa1 umt11111u ... 



INTERNATIONAL MONETARY FUND 

MIQ' 12, 1958 

TO Nr. D. Finch 

FROM : J. Del Canto 

!he Emcuti" DiNctot" for l'rlmOe, M. de 
~' bu repnted - arn1nctu1 atau.tica 
an the wrld.Dg ot t.he Ba&laa ud Par1e Clw. 1a the 
toretp trade or Brazil aDd .1r.-t1.na. Be wul4 Ula 
t.o - in vb&t ~ tlMI i,attcn ot baa bNll 
cbenpd lwy t.MM ~ta, but be &>ea aot want 
a YS7 elaborate atuq (a page or two) . Could JOll 
plaM uk )11)111' C0\1IIU'7 apll' t. to look int.o thia • 



Sir: 

MAY \:J 1958 

CQUQ.ltationa mder Article XIV, Section~ 
ot tu P\md .Articlaa o't 5n•1nt 

I vr1t.e with retuence to 9ffcecling C'.)rrnpondenee re~lDC 

the obl1'at1on ot memters under Article XIV, rect1on ~ of tbe 1'l1D4 

Agreement eu;h year to initiate con~ utationa vith the PuJA aa to 

the fllrther ret.tntion ot" e,ny reet1"1c:tioae maint.ained undar Article 

XIV, Cect.1.)n 2. 

fll& •cve:ith aert~s or consultation.a baa Jut atartad, 8Dd there 

a encloaed a 11..:>l'U4um on the pos tt ion w th regar4 to the 1957 

conauitationa and to the procedure tor the 1958 conaultatiou. 

Per Jacobeaon 
Nana&inc Dinctor 

Q 

Dr. J. l. Card.oso &I Mello leto 
Diretor BxecuUw cc: lfg. Dir. 
8uperillteatc>c1a da Moe<la • 4o Credi to 
120 Ayq14a Bio Branco, 9" and&r 
Rio u Janeiro, Brull 

t>ep. lg. Dir. 
Ur. Paranagua 
WHD 
ERD 
R~ 
LID 
SEC 



INTERNATIONAL MONETARY FUND 

-J~ 

Joseph Gold 



I 
r 

'1'ba Nam111a& J>inctor 

Jo•Qb Ool4 

Nay 8, ~,a 

Preach Ooftrment Control of 1ar11 ... tar, In1t1at1ft vitll •••PNt 
!I I! fl HWI 

I Wu 'tbat n baYe ftaal.17 41•env.ncJe4 the ,rona1ou 
ot l'Nlncb lav oa th1• Mtter. lo atteapt 1• llll4e in th1• note 
to pro'Yi .. the retenncea to the rele'ftllt enactllllnta ant teonea, 
bllt the rea'Dl t ot tbea ..... to 'N u toll.ova. 

1'b8 Lav ot J)ecaber l.J, 1957 p~ a 11111\ on tbe tapuae 
(r 6oo billion) ant on ta total ot •xpen41tuna (r 5,JJO 'b1111oa). 
'l'bt• law proY14ea tbat tbe Goftl'IJIIIIDt D1 iDTOD a IOYel'IIMDt 
4Nree ot lum 19, 19'6, vhloh vu ad.optd punuut to a Par11-n­
Vel'J enactaot. Under tbe uoree ot JulMt 19, 1"6, Parlillllent 1• 
4eniecl the ript to wte f\lrtber upencl1turea llll1e•• at tba .... 
tia 1 t pro'Yi4H tor cornapoDllltnc uev reYen•• or eoonoai••. 
lovever, tbe I.av ot Dec-.bv lJ, 19'7 NJ8 tbat, ia orcler to 
ennre obaenance ot tba pruc:rillecl 11111ta, the Qo'YU'ment-, 
inYOke tbe earlier 4ecree e'ffn it Parlialllnt in propoalnc to 
increue upeDllliture• prort4H at tbe .... tia tor oorrea,oD111111 
NftD\188 or eeonoai••· 

Ia etteot, tbenton, 'tbe Oowrment can bl.oek &IQ' proJONl: 
b;r Parliwnt in 19,S to 1ncn&H upeDlll1tuna or tbe Swpa••• 
whether or uot "- propoM4 ... ure inwlw• corn•poDlltnc new 
reftnue• or econoa1 ... Pre•-"bl.7, tbe 0oftl'D11i1Dt itaelt ooulcl 
•till 1...,117 1a1tiate a waure incnuuc •Jr1Mtn41tuna it prort­
aion ta_... tor oorreaponti111 revenua• or NOD011iea • ._.....,N, 

• ._. voul4 'N aoth1D& to ,nvent Pu-11-nt t:roa -114.ina the I.av 
of r,.c•ber lJ, 1951 bJ caitting reference w the decree of J\aae 19, 
1956 or troa 1at1111 •tepa • npeal. tbe ucree. 



Nay 7, 1958 

Ill'. Soat,bll,rcl: 

W11ih retnace tie Bra&U, • 
baw Jlll9PIN4 tbll at1iac:1Mtd. ~ 
ot bow ._ tba .,,,,... 41.tftlNatial 
..... <·..s.o· aoooart.) will JWl4 
u 1ibe ~1&1. raw tor 1lllm'U 
raD81M betw• 60 ud 100 arueuae 
per doJJar a.ad it t.b9 cottee rate 1a 
Jr.Qt at 1ta pa: 111at i.veJ. or ..-. ......... 

J. Del Callilo 

Attac1-:t 

JDelCanto:arb 



-

Deal' llr. Jaoobuma 

""'{ 7 \958 

{ \\. ,\•)..~ 

~·~~ 

Qarnatl.7 Brull la hffednc tNII MYen balaoe ot ptVMDU 41ffl­
au1Ue•. International naern• &l"e at pzi.MD, low an4 line• ot onclit. 
VS.th lw lon banu &l"e nrtllallJ' ubauted. The reoent deterioratim 
bu been auoalated vith apeaalattan 1n t.be cott .. marnt atillllatecl l.v 
tbe poteDUal -raen• ot • larp ex.cea• PPll'• lkMmtr, ta. p!'01>laa 
deri.w more had..,talq tl'OII a 81lata1De4 oredit upaulaa ..._ 
powiq flaoal Sabalanoe. To eope vitll Wa aitut1GD1 the Oonwt. ot 
Brull plaa t.o bftlll t.be ill~l'llal •ocmca, into balanoe '7 appropriate 
mdpt aad oredit meaauree Md to flllopt, aD aebenp retona and to tab 
Yari.Olla ~bar eullup mea•\ll"e• ao aa to Um1t the cletioit ill BNatl '• 
extemal. accounta 1n 1958 11114 to brine tbue aooowat• s.nt.o balanoe in 
19'9. Tbla letter •'• tortb ••t.abllabed pollol .. of the BrallillllD 
OoYumlillt, aad bo\b the ba•t1:n ud Cciacrea•, vU,bla \lie field of 
their napeot1ft t..Uou, are oarrJiD1 oa-t and vlll oontimae w OU'J7 
Ollt tbeM poUoi•. 

To OUTf oat t.bla Pftll'Ult 1a Yiw ot the preMD, uohMl'I •ltuUca, 
Bndl n_.• the aaaunaoe ot tiaualal appol'\ fJ'CII tlle J\md in ad41Uan 
t.o tba aaoanta to be obtaS Ded tl'OII otllar aow-cea. The Goftwt ot 
Bra1111i t, Nhn, '9QUlta tuoqb ua a •Ulld-bt ~t vitb ta. 
hDd tor tile perlocl ot one JMI"• Brull vQlld 11.ke to ba" the dpt t. 
pUCtbaM the CIT8De1 .. ot otber aaben traa the fliDd ill nobanp tor 
1W 0Uff8D.CV ao 1<1111 aa •oh~ do ut mi tba JUDd'• bol4-
1aa ot atlian CNl'l'UC, allon tbeil' p:,eaent leftl inanaaed 1'T tlNt 
equlftl.lDt in Bnatli• aruMiroa ot use,,., llllU • Brull inteada to 
n•tl'1Gt -, pafthaaea that l t -. MD wader \be nllD4-b7 Al'ftlllU8Dt• 
te 1JJd. ted iuta)]-,ta. 

Aa a tint step in bl"i.Dclnl Bnll11 '• extuaal uaount• iato balanoe 
1• 19'9, lru.11 int.end• t,o lilllt lta ptPpaDta 4.tlo.lt. 1.11 •OOllftrt!.ble• 
anct AOL OUJTeDcai•• 111 1958 to l200 allllcm, inoladlq ~ obliP­
t.1GDa w the Pwld. To attain \hia Nalilt ianftnS.caa haw bND iaaue4 
to llld.t, ,.,._ta tor pftfeftlltlal blporu ad ital aemae 1a theN 
curnnoi•• Rri.~ t.o ~be k apecd.tie4 ia t.11111 llanllaa ezohenp 

pt tor 19'7 IIDd t.o l"IIC111oe ~ the ucuta tor 1111ot1ca ot o.a. 
and .&CL doll.an. I\U'°UJIC in .TIIN 19'8, tbe 11110UD.t• ot u.1. dollan aao­
ti orae4 will be recluoed hall the ournnt veeJtl1' lewl ot t4 111.lll "3 

1000 •uh 11GDth Ula lnel of '2.5 ll1lll per week ia !Mobed in 
IO'ftlilber. Should the ft.a , cndit and other ucbenp UIU'ea aenUCllllld 
la tbl• letter recluoe 1ltpOi"t, 4msNI, flllOIIDta auot1GIMNS will be n4uoed ao 
aa to aat.ntala a dollar Ilia tor tbe pnel'&l iapon oatep17 ot · 
Crtl20 per U .1. dollar. Tbia pollq vlll be follow until Bruil nat.on• 
1ta llne• ot onc11, v1,b the lw ton MDka. JaioUcm• ot AOL CU'l'ellcd.ea 
vU1 be ~~ Nuoed fJ'CII \heir CJIU'NDt weklJ leffl ot .ACLt,.2 
111.Wcm bJ,000 nob JDGDth •tarUq 1a Jue util a 1ml ot ACI.ta.6 
Id.Won per veu 1• NaObed 1a lo,..Wr 
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• ..... 

_,_ 
(J) ~ .,....r vlU • oa..-••W on t.._ IIU'l'tlDlen aq tor hi• p:ro­
,...Uaaate alaa. ot NJ.ea to tlle 4 ... tle IIU"ke\1 11114 (4) \be Cott• 

- IuU"1te will pdllaue tor n•akplllac aaq \be 41.tt•nn• lletVND the 
... t ~ NpOl'W ad 15 llllllcm bac8 lt u,cme tall ellon ot tile 
lattel" n...,.. 

The t1eoal poal.U• et '11• Goftmaat 1• Neomi GDlJ '° tile eott• 
altuat1ae .. a pnblAII fu1ac lnail. Bued OD ulniDc at.borJ.MUGU 
aD4 8'11pU_, a oub detio.lt, of Crt47 blllim vaa ••ti•W tor 19'8. 
llciw ... r. at. the ftqM8t ot tile O...w\• .,....._ bu a4opW a •uura 
tlUU'ia.g that la ao oirwtaa~ viU awewt Nl'lllflq ha all 
••roe• eaeed Crt:a> b11Uca la 19'8 tor ff~elq t.be lllldpt.u:, 8IMl uta­
lla&lpt&17 auh detielu. Ia ozde:r t.o eonto:ra vlth We tatllq en tJle 
~ euh deti.S.\, \be Oonr11111Dt baa deelde4 aot w 1Lft111teelt 
r.J.l1' ot the up•tUtuee utbol'i-4 11r Cclllcf'eN• AoatNS'8J1', ...,..,a. 
_... totalJ.nc c.fl, ldlUa haw belll ad fNII the Ulpul '-In ot 
Crll.2' ld.lll•J a fvtber Crtu b1U1GD ot e,ipendStue• VS.ll be ,.at,_.. 
aa4 ........ t.&17 -re,dttuu vlll be llld.tecl \o Crt23 111111.. Caala 
dpN'dlt.uN, , ... , 11111 be held w ez.tus bllli• vbU.• NftDuee AN eur­
,.tlJ' .. u .. w at C..1115 blllim. Ia ~ • .,., that NftD\lee tall abort 
ot tbl• ut1ute or it new baqet 111tllodMtiOU an .... , tbe Oon11111111t. 
will ua tutber eOGDCld. .. apiut alnlq aatllOl'lut.1•• or obllpUau 
u recpdnd to llld.t the ouh 4efto.1.t ia 1958 to OriaO 1>1111•. Por 19'9 
tlle Oonnmu.t propoee• w attaia tt•Nl balan•. !o attain W• a-1, tbe 
Genwt baa au.bad:tW w Oclllpeaa a~ to• 1959 vitb apvfltu.• 
ud ftftDIIOa IMalaDOld at Crtl.25 'b.1.111•• 

With npzd te uecli\ poU-,, the llulll• Clot'erDMllt bu \aan tile 
tellwille •uu.n•a 

(1) Baa.k ot Bruil eredit to tbe pd.ft'- •••••Jdac aNtor 
1• •'J.- to a pwi411aW ee!Uq ao \llat "7 t.be ... ot 19'8 
\heN en41 ta vlU ba ml} 5 per .. t abffe tbe eDd ot 19'7 leftl. 

(2) lank et ln.ldl dl!M't \o at.ate• alld malo1palit1•• vlll 
ltie lia!tecl '4t the leftl •~Ill at ii.. end ot 195'7. 

()) Tu lnel ~ a..t or lndl nd1M011Dttt and otlller enftt.e 
to ......S.a1 lNmka eball not. eXONII ae ot the eD4 ot eaeb .. t.11 
in 19SI ~ l.nel Ol&tll'taedSa, u ot tba -. ot the eone•p•Hnc 
llODt.b ot 1957. 

(4) Tbe NDtftl INmlt ncliMOllllt nte baa -.. inonaMd tl'GII 
ti» J)ft'floae 6 per amt w I IIDd 10 .,_r .. , ... padilll ce tllie 
vpe ot paper pn-W tor ndieooat. 

(5) LepalaU• baa_.. 111t"41aoad 1D 0aptu nldq t.be 
au1 ... lepl ..._ ... to 12 wl 24 per ... t tor U.. 8114 d....a 
4epoai ta, JMpeo\lftJJ-tM pl'UIII\ legal IIUiM AN 6 u4 J4 per 
eent,. u,- enao\aant ot \be nev leg1alat10D, tile aw...-, vlll 
1nen ... beak NNffe nqaiwte to the lepl MJdM ud NqU.iN 
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pl'Odded tu\be• that the aomat• lbull -, panti1• 11114er W• ,.......,aa 

4 11aall 11ft Ila la ... Nd llr IIIIIDD ot-, pGNlaaaea ot Bn.dllu .,. .... 

Ir otller •all 1:n. 

,. hull will paJ ........ fer W• atnt-l!r U'nllpalll\ la &NOIUII• 

vl tis t.- 4"1•1• ot tlle fu4 ot De .... l' a,, 1,,,. 
, ... ,"' w ,......p1a 4 lliltl \be ,.......,aa .la \lie ...... let\er 

deelt•1 v1tll OID-1.taUa ID4 &11••••t vltll tile r.i GIi tbe •- OD vllleb 

8U11111•I clnvlap _, be llllde W'Mler W1 ~ alftDIW.\ lt eertda 

llalu an ........ lnal vlll haw tlle nala\ to...,. la u. , ....... 
UCIU oonnd 1lr tbil at11t - ......,..., vltlloGt flanlaer lffl.ev "7 \bl 

Pwl. !Id.a ft ... OU Ille -,.W 11111' vltb l'Npe9' to ,.....U IMelftd 

bJ \be PUDd atter, (a) a tOl'llal lul11lblll_., o• (It) a 4Hl•1• of ia. 
ISM11tiw loud t.o _,... tftaa..UIU eltber .... Nlll' Ullder ArUcale DJ, 

SHU• l(a)(ll), or 1a Ol'der w eaaaicler a pnp11al ...ae 'ran .__tlw 

Dil'NMr or ta. Ma•,Sq DllM\019 f8111111.q w aappnu or Umtt tlla •llll• 

ldll\7 of lftdl. 

?. Tbne Je&N aftel' _.. ...... ot •••-•P It' lndl llllder tld.1 

~t, Bndl lllall ...,....... a ...S,wlellt UIGllllt of ONN!ne 

ha tlle ..... Jtftdded t.11e, lf tile fflllleSIN heJ4 Ir \lie Pmad U a 1'98111\ 

ot t......U.•• _... tlll• Uftlllllllllt an Ndaa.oed It' "~ llllder 

AJ'Um ,, INUOD ,. Ol" otlleN1•, -· Na.U.ca• ltllal1 .. eNtited 

epiu\ tile .... u., ........ \bat. ...... pllJable .... w, ,.......pa. , • 

.......... •ball ..... .la Cold OI' elllftl'U~ IU'Nllel .. ~ w 

tile,... 
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a. 'tu nte ot ealMnp a\ ¥hie Blnll VlU puat, .. IU.l'ftHlN 

ha \lie ,_. la •••II•• tn ...... 11."N ud at vbleb \lie 1"11114 v11l ntan 

Cl'Ueil'N 1D ............. ... 

111a lallU• eN..S.na vlll 'be•• rate u \be f\1114 aq cl9'enlJle ha 
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. • Friedan 

r11i1-Inqi41Pge of Rate Cbargef on Ezohanp Prof'i'te 

1. ror the purpose ot enlutiDa tbe 1JlpaOt. ot ellap• 1A t.be enbanp 
rate aratea Oil the ....... pof1ta, a ..... h •t.11111111'1 balaae of ~t· pro­
je.UCIII tor 19S8 1• alwn belov. 

I. behaap INelpta 
l. Cott .. 
a. Caoao and pl'INltl.ta 
,. Other 

Total 

II. lxobanp Papaata 
1. A'\ pntenntial. rate 

a. hporta (uvtipriA!;i'4° sW.lGD) 
la. Oapi:'8.1 8lld Nni 

2. Araotlon market . 
!etal 

III. Detial:, 

In ld.lllou ot 
U,f, 41V1n 

7,0 
100 
,op 

1,3'9 

750 
2~ 
'® 

~.500 

2. It tollowa troa tb.e uon that eaeb 10 polllt Tariat1on 1n the YariOd 
eaport n.-te• mean• a p1r annum inoN&N in cmueiN pQllllllte ot Crt'7.5 ld.lll• 
tor eott•, Cl't1 billion tor oaeao and prodaota, an4 Ort, billion tor ot.ber elri­
porta. nu, a 1olfv:laa 1n tbe rate to, other uporta trca ~0.00 to Crl90 
per u.>i. 4ollar VOllld •an an inon ... 1a unap pNtS.t• of Or 5 bA.llion per 
amma. A ndllotion ill tbe cortN rate troa Crtro t.o Crtso vow.d add cr&1, bil-
11• per annua '\o ucdlap pftfi ta. 

J. It alao tellowa that a red11otian 1n \be•••• :rate tor pftfeftll­
tial 1Jlport• 8Dd oap1\al and "nice papata tl'Oll the piopoaect CrllOO rate te 
Crt90 vaalcl man a loaa ill exchaap pnti ta ot Cr)l.O bllU• per aDDWI. A n-
4uot1on in W• rate to Crtao voald mean a loaa ot Cr ~20 billla. Howft:,,, 
the aboft 1neludea abollt Sl].50 ld.llion ot penmant and Bank ot Bndl P'IJ• 
-ta, ao tbat tbe net lapan ot i NduetiOD ot 10 aDd 20 peint.a can be 
eatiaated at erta.5 billion and Crfl.7 b!lll•, raapeetiwq. 
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4. In ..,.l'J, the e1un •1• pron ta 1a 1958 ander t.he eullup -,neu 
ader cU•••don vcal4 • u tollov• below. It abQald be 8°'!4t_ balw,w• t.bat 
tbeM .. u-tea aa811118 an &ftrap a.Um rate ot Crtl.20 11114 ~ b1ll1ca ea­
alau.p preftt.a ln the pu:lo4 January-1·'.ay 1958. 

(a) or1ppa1 atatr gropoaal '(i,e,, crm rate tor 991:'f 8Qd eu,e, 
IP4 crnoo rp.te tor o~her exports and orefereptial iapon, 

Ia bllllau ot 
,mwn• 

bebaap priftta 1/J 
otr..- '° ........ p,oftu 

1. Wpt 4efttd. t 20 
2. lapanti• Bank ot ha.ail ONCU t 

W pl"i.ftte Net.or t 
,. PurabaN 2 111111• l,ap ot oott.. .i 

Tot.al ottaeta 31 

(b) Pnaent •wt P"J)OM1 (l,•• • eas..uaa rate• ot uoat Ozi50 tor 
oottee ad oaoao IIDd Cl'f.\00 nte tor Gt.Mr -,,one end pntelWrttlal 
lllporta) 

1. IDl111p pftt1'9 vi th Ort70 rate tor 

Ia M.llicna ot 
mwm ..• 

oott• ... eaoao IP 
a. s.m..- tor T/la ot 1.u (l•• he.) ot 

nda.Uon ill oott• ad caoao ntea t,o 
~~ ~ 

Tot,al •••• protS.ta 52 

<•> Thim a11a11au~ ntea .... u 1a (b) .-., bot pat. 
U'eDUal rate ot Ort90 

In billlaa• ot 
me\m 

1 ...... pntlta aa 1A (b) 52 
2. i.aa l.N• ma nduots.Oll 1n pNtenaUal 

nte .troa c.tl.00 to Crt90 (7-,U ot Ciatto) -' 

Total nobmae pron t• JI, 

(4) rCNl't.h alternatln (s. ••• , apona •- u 1a ('It) and (e) ..,., 
lut pnte..Ual rate ot a.tao) 

ID b1ll1au of 
MIIRDI u 
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(e) tnun hM1li1P pF9P91fl (l.e., oftte1'911Ual ni.e ot CJi60 
and on apo--n~ aide ....s.ac edatln etleoUw rate et &boll\ Cl150 tor eottN 
aDcl eacao and CJ't70 and Ort90 tor o er uporta) 

Ia Wlllau d 
IDM&DI 

1. I.._. .. pNftta u ill (It) aboft 52 

Pl.Ila llddi.Ueaal pl'Otl\ tNII nduni.GD 
1a nte r.. O\hw -,.na fNIII noo 
to aTel'9.p et ;.l80 C,/12 ot Crll.O 
ld.lllm) ..6 

58 
Leu loN r.c. ndacsU.ca ill pNfenau.i 

rate ham Crll.00 to r160 .:,4 
Leu loaa tl"GII ftdua\loa ln ..,...,. 

m.Uoa rat.,.,. crni20 t. OrtlOO -10 -M 
fo\al ......... "'1\a 14 

a. Int1at1onary tl,Cl\eara \e be ottNta 
(a) ~WJ.el, 
(b) lak ot lauil ONd.1\ upan•l• 
( o) Pl&nbde et 2 ld.lllcia bap 

ao 

' ...6 
,1 
l? 

nu, Wider tbe llulllaa p....,... t.taen VOlll4 lie an 1atlat1-,, pp 
et a\ lean Cr$17 blW• vitb ao allw- tor •UppqN 1a tlae Pl'DINB, 
poulble BM4 to lllq aon \haD 2 td.lli• 1llap ot ..n'•, md eXOtuift -ro.1.a1 
MIik ...u., ..,.. .... vblo baa alJtNd1 OCtCIUTlld 1a 19,a anc1. 1• uni,,'° oan­
u.... IIDller a atabill..Uoa Pl"Olftll unUl the Ule'1q exoe•• UWidl\J of bub 
baa -- ....... 

5. It 1e 1aporlan w ane "-' "- pupoee et thl• ........ ta caq '° 11• a broad. appNlllllaUca ot t.lae Snel'Ml. NlA• 11DC1er ft.WJUI .. ..,u_ 
aa to tM ............. Olwiau~, lNll•• Oil ptrJWt.a 9fl'&lli""1• a4 tlle 
eoaatllllo ettecr\a ot diawrti- uses., tffl/8 the ....... .,..i.. are ot.laer baa!• 
oaulderat..lou 1a t.u detend.aatice ot an apprepl'S.ate ualtap ftte .,..... 
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cJl'tail tile eetiuted f1eoal deticit troa Ci-$4S doWn to Cr62S billion wu re­

ternna w a cantul. atlld7 or the poaa1bUittea ot inorea.d.111 NVet1ue11 and 

oatt.ina expendit1Jr••• Nner\helA••, •• t .. 1 that once we haw all the pro~ 

into force, tncl1Xl1n1J the credit operation• abroad, the ildrain1etrat1on will be 

1n a better pol1t.1cal poe1Uuri to ION evm zoore at.rat cond1t.1<11'l• for badpt.-

e:ry upend1t.une. 

llepnhag tl• idea ot ~ 1.be counterpart ot tond.oi ueiat.an.ce 

and \he net ezchango pn,!1ta to otreet the inflationary l&pac\ ot govenmant, 

borroalng tro.n the Danldni ayatem, wo can onl1 \a'lderetand it a• •anin~ t.hat. 

non-.tnnauonary t1111d.l will be uaed to !inane• t.he govel"DMftt, so obv1&t1ng tn. 

ueue ot new cvrency. 

Regarding govem:nental tJOrrow1ng fl"'OII ttw b~ aystem, it ia 1.q.,ortant 

\>anka. k>rrow1ng t'l.'o:a prJ:~ate banu .IIIO«l& only t.hat. t.hose 1nst1t1.1t1on• will 

p-ant l.aa credit to ti• private eoetor and 110re credit. w the pllbl1.c aec1.0r., 

t.ht tot.al level or private bank loan• reuirlinc unchan.-. Covttm1111Dtal bol'l"OW1ng 

l'roa ttw. 1ank or Brasil 1a a dirteront probl• becaaee the ~ or braul operat.i.om 

1ih1• latter cue 1\ 1a not u.navoidal".ll.o th•t. the bank ot !reUl •ill have to 

18•• new c\UT8Rcy to finance 1 \e ehare ot the federal d&tici t. -.-.ecauM it oan 

currency counwpart ot balance or peyanta det1e1 t r1nane1.n,. 
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i)D 2 b. Tu o.Uinp ~ pl&ccad on the la."lk ot Brull oredi t.a 

to the pl'inw nca-l:>anJd.nc o011111im.i'7, inoludinc -1'-P'lt>U.0 oorporat1on•, an 

av.1ater than \boN ncoamded in \be IJ.de Meaaoire. Acoordinc "t.o 1natna\1oDa 

c;t.van lr.1' tna 141111-ter ot .P'inaoe t.o tbe 3anlr ot Bruil no inorHN 1a &lland 

in the total amoun.t. or the q\lOted operat1olle, t,hoqh aou openUoeut aay go 

b.t~r and othere harin1 t.o go lower. The..,.. appli .. t.e Ndieoo\Slta t.o ea.. 

IIC'Cial blllu. Kaca.tdug &ank ot .d:raall loana t.o atate and local governMnw, 

tbe tot.al •~t. baa been dGCreaaed by more than Crtl billiOft a JeU due w the 

State ot Sao l'ulo•a 3oYvn1*lt r.paymn\ achae. Moat at.aw• and 11taicipal 

pwmMnta are not qaUtied to borroar tl'OII U. Uank ot Bnllil on regular 

oaaaercial terms mt.I they Will not. noeift er, aaa1atanoe t.h1a 7e • Ill 19S7, 

aute and local govel'Nlall~ novivecl Cl'$J billSon 1n tinamul au1•1ane• cliNot.ly 

tl"Vril tm 1edaral ~ wt GIily C"200 llil.Uon \h1a ,-ar. !h1• a all ta 

llderal OonnuNnt 1nienda w do. .:.»t.aw and loaal (IO"fWl'URU Will not be in 

m., l,)091\.1.on to re.>&y their d.ebw tnia 79V, ao tbl Yederal ~, doe• not 

expect to reco1 v. ~he 1a0Dey b..:ka b11t ti. atate &lld local &OT~'- •ill not. 

NC,1.w arq tnah new aone7. 

On J e. Th1I Bruilian au\bOritiea bad made olNI" \bat they will not 

i.w• Ul7 intlaUGll&J7 deneu \o oope nt.h the 1nta'Ml r1nane1a1 probla ftPN• 

act.ed b7 a ;>oQ1bl• big 8'111'PlU 1n tba produo'Uan ot oottee int.be 11e11t orap 

year. ·out \bay are ncn 1n a poa1Uon to id• the M0 ... &1"7 deel'Na now bec&UN 

• ~ wo~d oau•• 101M i.Dc0tt'f01l.1•t d.iatvbanoea in the eottN llal'ket. So 1\ 1a 

not ponible that. \he 1ane of t.bl decreea be a Pl"IIOcmd1U- tor aocempllehiD& 

a dnlrina rrom t.be rund. 

~ l ~· !ha !lraallillll &11thorit.1u an •t~ \be i)Oea1.blUt7 ot 

Mk1t11 eo:ae auplif1oat1oa• ot the !Jr&silim aobanp syn.. llllinl.7 on the 
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export. 1ide, oeoa11H thll new Tartrf I.Mr bu al.Nady acecnplished an !aponant 

a11Jpllt1Cat1an on tM 1-port aide. ~. think 1t. 1• poaeible to haft cnly 'trhree 

broad eat•gor1• for ex1.>orta1 one tor oottM and cocoa at \he pnmuling 

n.te•J a eecond catepr-1 with a rat. of 70 and a third With a ft • ol 901 the 

latter would 1nclQde all pro:lw:Jt.a not U.ted 1A 1.he eeoond tVO\IP •• well u all 

unut'utunci prod~ ta. 

?n) d 1. Al•• pa7 '!flON tor eat e:x.,orta, tbare Will boar, increan 

1n ti. aver&l\8 co•t ot UDhanp tor t.lw raonotar,' a11thtH•1t1ee, and 10 thar• will 

be a readjutrNnt of the 1.Jl:,,ort pntenn\tal rate. lhlt, we think that 1, wollld . . 

be ve17 1nconftn1mt t.o adopt a Cri,100 nw per dollar tor thoae J)ftfuential 

1Jll,oru. n. grad~l readjuatlHrlt ot the pntenmUal ~n rat.a ia a non ' 

rwaJJ.s\lc ••1 ot dealing W1th a •~J11G\ •b.iob baa aany illporlant polit.tcal end 

eoo1al iaplicaU.oru,. 

Reaanling iapol'1.e ot n•apnnt, it repreaenw a neg.116'1,ble illpact, on our 

balance of payanta (U.l zaUl:1.Gn dollar• 1ft 19$8, to'I' an ,81t7.S llilllon dollar• 

.. \iaat.ed total, 1n the oonv~rUble currc,c1ee area), and t..he lo al.readJ' pro­

VidAla tor &11 automat.1.c ad,2\l.liltaent ot t..m apec1f1c pret'erenu.al nte. on the 

other eit.le, a ohanp ot legislation on ttut aubjact 1110uld DO\ be easy to pt., 

On) cl 11. Men agaJ.n •• 91.•b to remark that• g.radi.w. adjutamt 

pl'OCeaa 19 dR2led man eonftn1en\ than an &br\l>t eq,aal.1ut1on ot all iJllport 

ratea. RegllNing t.ha ~••t1on tor the ••tahl1•hment ot • noor le-..l ot the 

al,10 tor the geneNl ca\e1<u·1 of il;>orte at. Crll.20 per '1.S. dollar, .. have t.he 

t,,o following •1n Naarka. Yirst, t!ul prevailini emhan- legialatioa JNt in 

fol"Qe bJ' tne new TarUt Law probibi ta tbe •x.eciit.1:n, au.t,bor1t.1e& troa ••t.abliah-

i.lla tloor leYela for tbe a1ioa tor 1mt- rt• oaa1n, tJrom comt.ri ee or the convertible 
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. 
\be dGllar would IIMl&n the h'Haing ot a d.ist.orted l.ewt. ml) rAOentl• Uie 

&il,O Nact Cr$1.20 beca..ae or iJ&lU,O in tt a 11Bhl.nr;e 1.5U'.kat due w very •·ell 

11"9,dual nd.uction of u •• dollar and ~.c.t. dollar U'O\Ultc w b• auotioned in 

tbe ••h.an~ .rket., i;:.J"asil1an author.1.tieM tlu.nx t>1at they cannot go into 

tm-ther ncl11etiona 1ritbo1.1t Nrm1n; t.he r1ak or oreating Hrioua ditt1ault1.ee 

in the economy or the count17. Ir t.be rat.ea will go dew rmch 'b4alow the Cr~lOO 

per 4lollar le.al, the ih'aall.ian a·11.thol1.tiu will is ~ thl posaibilit.y or 

R!! ,2 d 111. i'ith reprd \o w raws tor o&tii'C&l. gooda tavorw and 

\be pqlllNlt for ~ta Wlder npl)l? c.red11.ti, we wlah to ruaark thkt. eoa o~ them 

are alnady pay1na t.na general cat.ogory ia..l()rt rate. Ot c~m-ae, now that a very 

at.E-iot. r.• polioy haa 'b•• 6.d.~d by the S:J«'C Couaoil re1&1'111ttc otricial 

ft&iat.NUon• ot •'AIP1)lltaa credit, "Mf7 r.,, aut.hol'1'1&t1ona •Ul 'be granted and 

on]¥ 1n the ~•NI o1' equ1pant. 1.ltporta destined to highly' euantial in'YNt.ment.8 

wtd.oh, aceord1n1 to \he la, aan NOe.ivo pnterenual uallilnge t.natmen~. Aa 

ft have al.Nady rM&Z'i<8d 1n other ooeu1tJr.Ui, ~ ora11U.- pMl'IUlltllt ia deep~ 

oonoemed 111th Uw problem ot 1ncreu1ng ~ aaa1lian irlTeaVMDt l"&te and ••ina 
that. & prio1'1t.7 1a &iwn to thoae 1nvaakwnt• oonaiNl"9d fundaantal tor the 

ecanoaic denlepment, ot tht, coant.ry. .:;o tor Ule UM bel.11& uraziUan author1Uea 

cleft 1\ neeenar,, to avoid i1"1ni :a.,.n 1.ncooe to aome isportant primary export 

pd• PfO(t.x:t.n,; aeeton; 1\b ~ preqUJ.n& •xcban&e rate t.~ e&n export. their 

prGdv.cte end have n•t, pnt1t.a h1sh mouib to keep the incent1w tor conU.r.nunc 
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to pnda»e for ·~t.ton. OQI' ,ut. ~- la ,_, Whal th-. Pftllal'J 

pod8 produot.,,, aeoton haft large "1rldt&ll Pl'Ofi.u, ct. --~ w c,ol1ul 

s.nonuoa irl c,IU ~, tMy' ~Rdq 1•ldulpd Sn ntNftpn• oari.....,Uoc 

Md Ntll •~tau tJrtNtllent.. 

Oii J 4 iY. We baw all'e&dJ' ixk.Uca"8d ~t. ~ .i1 a po,•itd.lltJ ot 

bann1 eni, t.hl"M broacl u1.egorua tor -,>or'8. 1th repJ'd to• PGNibill1i, 

ot adopUn1a011101/ff dollar l"&\e tor eot.t•, OQOO& mi COCQ& p,odlcU, and 

tbe ftte or Crt)OO -per do)lM tor all o~r upor\a, "wUh to ID&ke the 

foU•tAa pnaoipal nurt•• C1170 per .,llar ntlt tw vott .. wCMld Mnainly 

reaul\ in a lhlbatarl\ial tall ill ta. BIUilian cot~• ,no• in~~- York 

Oofi'M ~••11 and 1D. wo•ld •rnte, u bu m,.,. occvnd r,ery tiae theft 

a11 been a aodif1oat10A int.he doll.al' UDMnp ni. fff eott~ and e'V'ffl u a 

4t011Mqucee or ruaon of• ,-d1n1 aci.-n,a Nt'en in »l'Pil. ~ 11 wU-

llnOIID t.o enJIOC• •bo to111i1q ~ »• Yark c~.. Harlcett. ltaftovv ncb a awp 

WOl1lcl ~ a pnce WIil" l» ... tJOtt .. Pl"Od•tJJa CO'.ID'\.r1M W1 \h fldW9MMn1 

ad -.,ndUtabl.e o~a. oee1dH that, and Ptma»e ewn _,.. 1911l'10taa, 

wo.&14 be tt. PQOholoa'iNl ette,:t • the~ nroact, •no an.....,. -..n i-.. 

apoatble tor ti• Pl"9•w.tt 4Ut1otal.Ue•, d\W to \Mir tur ~. OOf\t.i.n~ d:n(, 

1n \llll OOtfN ,rlMe fbe ~ MG t.Mzo._.tnaly 8"0Wma eOIIIG9rn&l ad 

poli\S.ul relaUan. et lruil n~ '81 ot.Hr So th Amel'k&n oouutrin exol11fh 

the po,aildlitJ' Of eaalPll& in a pr.1ee war. TM prob'IM ot ~lq thl .... 

abU'e et tbe Amerj,aan 1DU11at.a t.t alhl'Od now 01' the rNtol'a\1.on of tin. lltr.d.r.aa 

toqr NnU dU'tv.n\ial l)et,fffl'1 the 5Ns1Uan oottee priM ad the OoloaA.an 

pt':IAe. Se ta» ~J.Dc dittUul tiN :lo ~ oeft• Q&l"la t, a.an \>e uplamed llllinl.'7 

in tend Gt \be a\t.1~ ot 'tbe •ttw ~. Wbo will rtma1n ntb t.a. ume 

atti.t.• aUl 1:llq an qmte hn tlllt no t\ar\b&r deeNue Jn tl:l• corr .. pl"i.ce 
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will • prwt.ed 'b7 px'CMhc1n1 ocwntriea. The 'beat wq tor &t01d.1=& t.­

iac•flllll1c.• ot a t.U in \.lie cottee prioe ia to a .. tt.t uceni" pi"OCluoUon 

will not. F 11:lto t.lle 1'0r1d 1111l"DWe 1, 1• ntlevan\ to now that tmn 1a no 

mf'nol"abl.e atUta or u. oonnaer Npl"Cling the pftft1ling oott•• price 

in.1. 

leprtina \be ·~ tor ~a cr,100 per doll.er tor~ fli)Ol"ta, 

We think ~'t, it. U auoll IION tblln ia •eud to proao\e aruilian qporb 1A 

t.he pruw.t\ oondiUon•, and wo fur that such a rate will 1ndaaoe eosae !Jleon. 

'911Dim\ elaaDtlee in the pattern ftt 1nYNialnt. 

O!: l d •• •• nave al.Nady ruarkecl \bat tht idea ot ·~ the 

ut PN1'1\e NlllltJ.l\1 fl'OII tbe apre&d oetaeea tho eft•ctive b~a; ana •l.Ull1 

r•te• et uahana• u ~1,able. !boee net prot1w probably wQllld add \15> to 

O,t20 billion in the cm-r•d, year of 19S8. 6wili1in1 1"$20 billbn ( out, ot 

a to\al aoMy euppl.¥ cl 0Ji200 billion) would Mall th• adoption ot a d.n.auaa. 

uy polioy, whieh cO\U.d not. 'be pnaent.d u the righ\ JIClftet.ary poltc.7 for .l>J'Uil 

ader t.h• oarr«1t. oond1Uos,.a. m we doea it nee••INll7 to do 1e to kNP 1nt1a,. 

t.tcm troa gOtng t\t.t'tl:ltr, not t.o deflate. I.a •• ban already reartae4, n aoce}:4 

t.1w a:preaai-en •ateri.UaaUcm" u !'IWinl the o•.PttJN ot uoa-mfiation.zo,, t\lllU 

la,- \ha .Utan wt.Mn.tu• u • ..an, et t.acklJ.q U. problllll ot thfl r.aidll&l 

tiNal dafS.01 t end tht oottee prochaUoa surplus. 

OIi 6 •• Te br1.Dc ~ t.uation fNlll \M at.a\o t.o t.he 49'lera1 l eftl 

pwl'l'tMDt lrOl.lld. ~\&ind an alllllldunt ot t.Afi ... .,,..,.11..um Gonst.ituU., wbioh 

would o&il tor a spa4~ •• hli• ii., u YU) dU!io'lll.t to at.tam. 

OD 6 •• Tbe C•tn.l Bank probl.• u Y1oed b7 \he »:rau liln a11\bol":UJ.e•, 

u ~ • queet.lan ot 0,T1n1 a bet.wr ampe to praaat 51'Ui.Uan 1DDD•t&rJ 
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lo• en ••pt.a ot Co1't• . 'l'OdlaOIJ'II lhlder 
PNpOI .. lu and Under Xal•tlaa Cil'CI.UIStaa•• 

MaJ 1, 19'8 

Under the pn,1114 aottM ntea\lon propua 1184 uahaap rate 
ot , '170 per • , oott.. . lA 58/'1 ahou.14 re-
Ni ve abolat . 1 SOO • -.. 1t .;') pl'S.Ma bold at i,reaent 
lftwe hi• MMd cm · .. tJ.uted C •• of %J 
ld.llion _,. et I. eh 8 d.111• a.re 8Ul'1"9Ddere4 vttbOllt. ooapaaatle 
and 15 allli ai a rioe # per bq equi.ftl.ent to 
SO oan\1 per: ) oaayertef! at rt'10 per U •• doll.a. 

Tta. eoapara1tle retun ill 1957/,e ap~ma to be abo.at 1),000 
per Ml• The oeNp dollar pl'S.oe per IJac 11 udentood to be t6C) 
vblle \lie etteotlft nenp exob•np n._, allWi"C tOJ- t.W 
.S.dBTOiol .. 4IDd tor tbe bclll1&a •--• 1• CrS50. Tb1a pr.loe 11 
n•1ft4 tor \he to\al upoftat.le orop of 18 llllllon NIii• then 
lies.a, no eaepalHJ7 atU'NDder. 

Tile Mtal pl'OCHU ot oottN pl'Odaaen ill 19'8/'9 under tbe 
- _ propu vould N abOllt . 1,s bllll-. abollt Cr b11Uora 

1 t.bu 111 19"7/'8, du tbe mob larpr uop. Hovn9r, the 
pl'OChuler will be tuecl vi" tbe rl• 111 oona ot 10..15 oent 
a1.oolat.ed v1· t.be 1atlat1 t~ vit.h tM utft eoata ot 
barnnlq and \wldl!q 5 lllon llOl'9 'Np. The ewsa N•1pt 
MT al.ff aappear it ocatt• prJ.... alloal4 deol1 n•. ·• pJ'l oe ot 
,, oent.a per - . wauld Nduoe ••t.i•ted ONH1l"O pro-ONd• c.. n b1 below t.be 1,,.,,,. 
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!be Ml.naglag Direotor 

I. Del Canto 

0rssia u,, ot rum Brwe,, 

lpril 29, 19S8 

lttaobed are thNe docuent1 prepared Jointly b7 the Western Relliaphere, 
lxoha111e llee'triotiona and Legal Depart•rata. TbeN doouaenta ares 

(1) ln aide-lll!tm!n outlln1ng the 111n1aua u1entiala et a 
stabilisation :F0£%'81l tor Brasll.1 

(2) l draft letter or commitment which Brasil would be 
expected to agree to aa pan ot •DY' PtlDd t1nano1al 
aaet,tanoeJ and 

(3) l proposed draft etaad-"7 arrang8118nt. 

You Jlight oomider a bwdneee J1Mtina with the Brasiliau, either priOI' 
to your luncheon or ript after, at your aoDYenienoe. 

lttaoblleata) 



»IDPAIJ 6Jt 

Alsdf r•ee&n 

1. !1111 '91ulll• a\lloft t.1•• lane the 1'11114 vl t.11 l'MJ•el u 
,.._bt.U'f ot ttuneial a d1Haa ona baw 

lleld wt. th npnaent.au .... ha.a outl1M4 ta aoaa ut.ail 
tbe tiaanelal . · Gonl'Ulllt 1• tu\a pftpU'1JIC 
tor JIIIJ'PO .. of 11 f.OD. ft vOllld .... U if 
tt. aatbol'S\1.. .illUa 1n l ve:re 1..,...DCll auioa• \0 tl.nd a 
i...u.c eo1u; eoutr., '• ftUIIOial pl'Olal-. 

2. the aWt baa mi.,.. \be \enW1w atallt.Uatlc:111 pl'Oll'• l• \be 
U,. t• tlGJ'NDt lrasilla IS.'1l&U.ga. l\ S• telt U. pl'OJ)Ottal• ao 
tu )Mt foN&ld fvtber ~ .. it . aN aelaina tlle 

of GCID the flailian iatlaU.•1 at.~ tbe balan• 
t.lle ....... .,.,ta. \ 1• felt 4N1nble to 

., pftlJlea · ,vo p..._, lllDiaaa procna tor 19~19'9, 
•rtala IIOft J.ae-NII IIN8Uft• to ... taan .. ltOOll •• u.~. I\ will 

,. 
uU1Ded tlelw ean INt Nplded u a ful'Ulel' 

ttDY1 ..... '-' tJae lrulU• authol'lU ... 

\lie alnlwm prop,aa tor 19'8 an I.be tollaulnga 

be deftei la \lie 19'8 .... , reunl Goff ..... , 1• \o • 
fthoed I eukilalai ad po8 Of .. , .. u-
\an • tlMDcd.q W• 4etlc v1U 1nolw O...n-

"'""'• tr<a ,a. ,,ak1a1 na, IM\ 1 vlll be poaal'bl• w ~-' ,1111 
i 111pU\ tllNqb tu at.rll1•t1m ot t.be .... wrpan tonlsa 

aaaia\an• u. •ill ot Cr 20 bllUca abollld be 
enabUabed ._.,MDI tl'Oll \Ila IJ7fl,ell. 

ot l oredita 
1Aon- to, rout la 

GIi lNDa ud · · .....-w, and en . , Bl'Ull n-
oaaeN1al bu.k ,aper. The nd1NIIIDt nte bu bND nlMd r .... 

,er ou, · oa ~ lou iDftlftll. be 
rNNT• r Uoa · -Nial INAk• an te lie doubled 

\lie DOIi peNllDI ia the la'ullla CJoacnu, 1111d a, pv 
n•ern l'llq'11111a1a\ Sa M N 1,..11a4 on MV •poaita IIDt.11 Mnk• 

nH"e nUM .. tull•llad 1a t• -1•1at1Clll. 

o. n.. ne•Nlll7 d.e .... vtll N 1•_. pNfitiq tff t.na\llellt al 
aott• upol'\a 1D 1958-5 la u .. Vitia \lie pnpoaala lftllll bu Nde to tbe ,... 

4. '"1e1CD• ,.,_td be Jllde ia tbe ......... ., en•n \be suooe•• 
of tu •--•U• •1.ulllatlon •Ulll"9• ad t.o 91'Mte a baa• tor a\ -alalae extel'llal 
kl••• 1Dd1Yld11al nte t.natllelat tor U,ON llhould lie elialaaW, tbe vide 
aplMI nte• tor 1.apon• ...._u.u, n&aoed ud the ....,. ••••,. raw 
.., .... w la ri• et htla\lOD , haa ~ oooun4. The nev eaela•l't 
. •tea vCllll.4 aa tell.was 

-nni.cet \INUIID\ lapena 411 be fluN 1a me-~ 
lOO pel' • dollar. To\al 

eatep17 "111 aui»Jee\ to tbe •111 now pr'O'ddecl 
ionl'DMllt vlll olttala the ae•••al'I 

al \natllellt. r illporta of 



. ,. 
_,. -a-

(U) All eti.e. iapene 1dll M cU.vidN betwea a ,....i od9P17 
ad a 111*11•1 •tecmT, aD4 .....,. tor t.beae vlll aontimae tie be 
maotiOMd u Wider the at.aua, 1111ta. Ce1U91• vlll • NtalulaW 
on \be ...... of , r 1e doll.an and dollan vhiob OU lie aueUue4 
b , ..... --'- u4 tbeH .W. lie ...-..:U, ....,_ dv.rbc 1958 lllltil 
IIODlll1I' .i.. do •t. ua,114 o ailUOD Sa 11 • dolluw am aUJtcm 
ia dollan. A floor 1ffel tu \be acto tor , ... n1 •ttce17 Sapena 
v1ll le el\abl.iebed a\ Cr«J.20 • • dDllar. 

(W.) Capl.W. .... hrf,ona dd pa,-a\a ,_ illFen• --~ 
ONldlta vill l'IHNlft \be ....... n\e tor 1..-.l -~ lllporu. 

(i.yt Jl1 aporta an \e be plaee4 1a '\w ~ for ..it•, 
ooooa Nl4 ooooa p1'041ae\a with ea .tfeetift ra\e of :?O per •• dollar, 
ucl \Ila e\ller tor all otbllr apol'U v1\b. a a\e et ClilOO per VJ. clollar. 

(Y) TIie pntita NR1 fl'OII the Na4 'bet.VND ti. •v lull of 
BruU. -,tac ud Nll tac rat.ea vUl be fteriliNd meP' tor ur ~ 
••••817 tln&Doe a 4eoliae ill-«• ba1ov 15 1111Uoa-,. 1a 
19'8-'9. 

4. TIie Gowel'lalllt 1dl1 llq!D a Nri.ew et t.be badpt tor 19'9. TIie l'\Pbllii .. 

aoal will• ot.aia ~ eqdl.1191'11111 ia 19'9. Wt.\ll t.b1a eDll la "f1w, -. 
.Gi:nrc.nui:m1t vlll 1-trun t.be ~ t.lMI le llmlt 19'9 upendi\llrea te 

ldlUOD. la additloa to mt UJ171lt .... , -,.Ol&JlJ fol' 111li\al7 ,-. 
eu llo a be u4e td _, \u 1.DohaN8 __.Nl'7 

\o ennre \bat lladcet tUN 08ll be f1aaaoM f'l'OII O\ll'Nllt NYenllN i.a 1959. 
I\ la unaad \bn a ...... en.n.as \lie•- anu ot n1a1at. u \be !>1'0lftll 
1d.U M 4bnue4 - put i.ato err.- ter 19'9. 

5. It. allo d be 1111>baailed tJat. t.be propra owt,UMd abo.-. S.. Nluded u \be •1•1- to uld.ne tlDd to ,tie intlatS.on aD4 tta.. pl'O'flde ti. bade tor IOiaad m 
l'OV\h ... elildaat.e \be belenoe et papeat.a 4Utioult1• 1'1d.Oh er Braa1l 
~ ~. Tbe \bl 111\errelaW U4 in\erloout. 
4hile •• at t.ba featvea •t \be p 97 • aocW"iect .U,bU,,, raelU.C .... urea 
vill 'be ..... Ml"J' 1a •'* tlelcla to &1'0 fall-. of \ha PNC 

'• bel' t of & t.UN &l"9 De0UNl7 if tloll la to 
N0011e tlnll.7 eatabllabed a.ad a al~ .. toe e.,at.a aoldaYM., The wt, ilptnan ot 
~• er-run meuuna are ~- tollov1M1 

a. il.11d.aa\e t.be DMd ter a aped.al rate tor oett•, ooooa aad 
ooooa p , a technl ape.fl '9s 1411 be •••dedJ ail4 to tllat Nd the fiunoiaJ 
nlatloU twea \be Pedenl Sta ~ aho d be rfflewcl to 
pend.\ \be japoai\1.oa ..-r' tu.a 1a uoeaa ot, per oat.. 

It. Cedftl Bak vl\h effeot1Ye t,oola tor -~ ....., pollq 
la ua.nlal u4 \lie tlonrmleat v!U t'orthvith ro...S tie !atrochaoe \bl lleOUNl7 
led,alat.f.ea tie tulS1ta a C.\N Bult. 

•• llluvu are IIM4ed le , to • maaoW ud NOOa 
etfeotift Sa tbe ·- ftnal , .... 

the Male et tbe • ..,. it. ( \bat tile oow.4 acne to 
et . , adlU,011 w1,t clnvllla• wa. l\ '-ilc plalHd cner a •• perW 
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Dear Nr. J aoolMINDa 

'-//lo/ S'i 

CONf \DENl\~l 

°'1rNlltly Braail 1• aafterina t1'0la Nftre balaD• ot pepaata d1ffl­
olll.t1e•. I11'4al'IU1UODal nNnel 8ft at pnNat lov 8114 Uua ot GNNllt 
with lew ton b8IWI are Yil'tvel)T ult••W. the noent deten.oraUan 
baa be• uaooS.ated vitb •pemlaUaa 111 tbe ootfN IIU'ket etiJllll.aW bJ 
t.ta. pot.e\lal -ra-• ot a larp exoeas 111.ppq. BOIMY9•, \Irie pl'Oltlall 
den.,. aore tudmw~ tl'GII a eut.alned oredit expaaiaa -.I• 
powillg tS.aoal Sabalanoe. To oope vith th1• •ltuaticm, tbe Goy.wt ot 
Brasil pl.a• to U'1q tbe intenaal •OGDCJ9'Y into 'balan• "1 appl'Opl'lat.e 
badpt ID4 ondit ••aura• Md to .Sop\ an uobanp retom ad t,e -­
ftl'iau other e:mbup Na8W"el so as to llllit the detia.1.t la Brasil'• 
e:nernal account.a 1D 19~8 an4 t.o brlq tbeM aocOUDtl into balanoe 1n 
1959. 

To O&ff1 Gilt tbi• propaa, 1a 'dew ot the pn-t eabaap ai \MU•, 
Bru11 nNde the as8W'8Doe ot tinuelal iappol't fNII tbe "1nd 1• add1t1GD 
to the amouta to be ob\ailled troa other 1011roe•. 'the Goftnment ot 
Brasil, tbantON, Nq\WN tbrollp u• a~ arnDp118111i vith tile 
Fund tor the pedoci ot me ;yeu. lra.S.1 vOlll4 like to baw the rip\ \o 
paNb- the OU"N11oie1 ot otheJ' __.n t:rca the Puad. 1n enhange tor 
ita ow Oldftlloy ao lane as aueh pU'Obuea do aot bJl1q the fund'• bold­
iq or Bnailia11 OIU'NDOJ' aboft tlaeir pNaellt lenl inanded bJ tbe 
equin.leat 1D lralillan Ol'UN1rc. ot US"7., ld.lllGD. Braail intendl to 
n•tri.ct aDl' parlllue• that 1,...,. llake Wider tu at.ad.-, arnap111D\a 
to llalt.ed in•t•llMllDt•. 

Aa a tint ll't.ep 1D br.lnpq Braa11'• uternal aoooaata into bal.81loe 
ia 1959, Brallil intend• to liJd.t U,e papaata detiolt. ia •OClllnrt.ible• 
8Dd &CL au.ff9Deiea 1n 1958 to t200 allllca. To attaill tb1• :nalll.t. lutno­
tia1 haft bNll 1•111led to 11ml t pa., 118Dta tor pnt'eNDtial 111pol"'8 ad 
oapltal .. n1ae in t.beN Olll'NDoiea aviotq to tbe u.ounta "8fd.t1ed in 
the Bradllan ezahaap budget tor 1957 and to Plduoe gnd~ the UIOW'lta 
tor au.otloa ot u.s. ud .\CL dollara. St.a1'\1ac in J111l8 1958, tbe UCUllt.a 
ot u •• doll&l"S euetioned vill be reduced troa \be OIU'l'Ut vMklJ' 1-nl 
ot 14 atlUGll 1v" t250,ooo eaela IIGlltb ut.11 a lnel ot ta., allliGll per 
v"k 11 reaabed 1D IOffllber. Sboud the t11oa1, credit and o\ber exollaace 
•eau.rea meat10Jled ill W• latter ntluoe S.mpon d1sslld, U10W1t1 •.Ucme4 
will be ncluoad 10 aa t.o aala\a1D a lli.nlJUa dollar Mia tor t• pural 
lapol't oatqo17 ~ Crtl.20 per u. - dollar .. Thi• polio., vill 1- tol.lolMd 
unU.l lrallil natona it• l1De8 ot andit with t11e liev tort banka. Allo­
t.ion• ot .6.CL Ollr:nnoi•• will be oorreapolltiacl, :nduoecl tna their CNnUt 
W~ lnel of ACLb.2 llilllGD \J7 ACLtl00,000 each amith 1taJ1411& 1D J­
Wltll a ln.l of ACI,h.6 ailllca per wet 1• ftaobed in lo~r. 
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Aa a •.and ad more tud._tal •tep 1D atWalq extenaal eqlllll­
t»naa 1a 19'9, tbe OOftwt. of Baal pl'OpON• w adopt the follad.al 
•-•• •&lhll'e8 to iahl'bit illpert.a ad •OOllftP nev espel'M. TbeN 
nev •U11re• re.it in a aanaiderabltl •illplltl•U• in l:ram.11• aabup .,,ta and are in llu vi tb ftr laac-naa- Soal or exell•n.. rate 1111!.tl­
aaUc:a. On tlae upon aide, Brasil propo .. • to .Uld.ute it• J)l'Mtlllt 
apt.a of tour uport •tegorie1 plaa apM1al UTalllpMDtl and. bCDUea. 
Ia•'-4, WO export •t•eol'l•• are to 'be eatabll.W and all o\ber apNlal 
Ul'aDplleDt• vill be uollabed. The tint •tePl'7 will 1nolude wr., 
cocoa and oocoa procluta IIDd will NN1ve D ett..Un rate~ uabmge 
of err,o per u.s. dollar. The other •tep17 vlll inolude all other 
pl"Olluta aDd vill reNiva an .rte.UY& nte ot ••N'I• ot CrtlOO per u.a. 
dollar. On the laport alcSe, tbe auotioa •obanl• vill be MintaiM4 ill 
it• pNMllt fora Vitll no new apNl.tio a.Uou be1q 1ntl'Odlaeect. m 
oapl tal pod• iaporta ad papmtl ad.er aupplien • cre41 ta vill be 
etteo\ed. at the ,mcrUon rate tor pae:ral aatep17 illpOrta, Ot.her ~IW 
reoeinnc p:r1T1lepd tJMtmeat (1.lteladtag wap11.at) will be lnoo:,peraW 
into a aina].e pap to vbiob an etteotift rate~ nebenp ot Ci1100 per 
u.a. dollar vlll ~. All lnTld'ble ud oapltal tnuaoUon• Aov n­
oeiY.lac pJ'l'ri.lepcl tnataat will alao be aujeet w the n.te of CrtlOO 
per u.a. 4ollar. 

.. .. ,,. 

The uokaap a,atea outllud aboft 1a expe...S to Jiel.4 NNtan\ial 
protiu. la order to ••lll"e tbe ern .. o., of the ondi\ 1111d t1aoal •aaurea 
out.lined below, tlut ne\ NIM obtained will be •teriUwl (ewp\ tor tta. 
ft-elq of aJq atookplliag in eoa.t0ftl1'7 vitb tbe .aftN polio, 4Horibed 
in W.• le\ter). In addltlm, Brasil intend• w 4epoeit. ia a epeolal 
bloated aGOGIIDt tbe looal CAU'NDGY CIOllll'tel'plll't of a,q to:Nip tJ.Dualal 
ualatanoe, 1noladilll all cb'alf1ap • the IateaaUClll&l McmetarJ '-4, 
noeiftd dl1l'1DI 19'8 in oamaeet!.m vitll tbia ata'b1ll•Ue111 plaa. TIie 
ooatuput to be ao depoeited 11111 be oalGllla\ed on t.lle baai• or tile 
&ftl'ap dollar &otiOD rate of the VNk pn11Hnc tbe aotul Noeip\ ot 
tbia fonip uaiataaoe. 

To 1lliDC tbe intenaal eooncmP¥ into balace ud t.berelr 1'941t• pna-
81lft cm \lie balaa• ~ ~. t.be Gonl"'DaBllt. ot Braail i• adopUq new 
aeuuna 1a tbe t1•14• ot ondi ,, ti•eal and ~r.. poll fl¥. Vi th Np.rd 
to the 1.an, the aoat. llffioua tiDaDaial pJ'Oltl• fuiJIC Brasil r.llalte fNll 
the lup poteatlal. llll.l'plu or oott• tor 19,a.,9. kpondle J)l"OCluU.• 
ot oottN la lrallil 1• ••U•tect to naah 23 llllll• NCIIJ 1 t 1• in'-de4, 
bonnr, t.o 11111\ expol'\a to 15 .t.lllan -... leithar the Oonnmeat. nor 
tbe buld.q 97na oan attoJld t.o tillanoe '111• po\ellUal. auplu vl\haat, 
IN.ft oonaequn•• tor OIU' 1ctenaal eOGDGIIS.e aubilltf. The Qo...,s,a\, 
tbenton, hu adopted the toll•1111 eotfH pzresna tor the 7UI' 19'8-'9• 
(1) • llll'l'Uder will be nqllind bf the pl'Cllhaoer at \be nia.-4 \e tile 
Cott• InatltGte tor acDftl"81on to terUU•r ot all ootf• llelov a · • ._ 
~ apecltie4 ...-., npre1e11t1111 appru1•1.eJ110 pu oat of~ Ol'OpJ 

(2) a IIIJ'NDder a\ tba rail.bead to the I••Utate vlll lie nqu12:.:' ;G'. JI 
per o-.t ot nob nlJllllllt tor at.ookpillnc or aale tor daa•U• •1 

., The peNeDtap to be inaerted. here will be that nqaire4 t.o ....._ tlt.e 
agpplJ mailable tor upon to 15 ld.lllOD -... 
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(3) ~ plNUNI' will be 11111pan•atect OD ta.. .. au.r.ruden enq tor bl• pN­
ponioaa\e •hare ot aal.•• to the dcaesUo mrknJ end (4) the Cott• 
X.Ut.\e will pllJ'Obaae tor atoekpiliq ~ the cliffena• betVHll tbe 
... t ~ uport.ect and 15 1111uon be.ca tr ezpol'U tall abon ot-tu 
latter ftpN. 

Tbe tl•oal podticm ot the Oovel'Ullllt 1• Neolld oaq to the oott• 
ai \utiGD •• a p~ taaiq In.ail. Bued on m•U81 mt.bonaatiGU 
and eltUpUou, a outa de.tictit ot Cri4'7 ldlllan vaa eatillatecl tor 19'8. 
The Ooftftl1181lt of Bn..S.l, a.Oftft•, baa llllopted an eca-, pl'Olftll to Ulli.t. 
tla1a deficit \0 Crt20 billlca. TIie Ndla.Uoa in the 'badpta,J' oaah deft-
alt to Cr$20 b1W.m will be aobl•ftd lfJ •ttlq Crll.5 bi Wea ot ·~ 
dlture• fl'Ola tile nlllnal. lmpt ot Citl.40 billion, llr poatplll1111 Crtl) 
b.llllca ot oaab espend1'°9a, aDd i., lialtlq est~tU'J' eapeDd.1.tue• 
to o.123 billion. Cuh ezpead1tlll'U, tame, vlll be bald to artl35 bllllca 
vhll• menu•• an GIU"Nlltq ••t1•tecl at Cltll5 b!W ca. Slaolwl l"ffellUS 
tall ahon oft.hi• ••U•te or beouN ot ape.S.al e.lraanaoe• new luctptarf 
amt.bel'.laation ban to be req11ened, the Gonrnaant vtll Jlllka turtber •• 
plDdltan outa aplut. u1at1Ag uthorlsati•• or obllpUcma to lbd.t. t.m 
cull detla.i t. in 19S8 to Crt20 billioa. The GOft~t \15.ll alao llat. t tbe 
iaonaae 111 iu 1DdelRednPa t.o the NDJdq a,ata to 01"$20 billlca. Thi• 
1• a eciuidenblA nduoticn tl"OII 1957 ¥Ilea tbe Gonl'Dllellt '• 1Ddebt.edaeu 
inonaaecl bt Crt.39 ld.llloa. for 1959 the Gonnment propoae• to attala 
tiafl&l balenae. To at.tala t.b1• goal tbe lladpt. INrNu. (D.ASP) baa baell 
instnotecl t.o .. t. an onr-all eeillna ~ crt,.a, billlaa in ba4ptaJ7 aps,N­
pl'.laUau in tbe 0onl'lllle8t 1• NqUat. to Cacn•• tor 1959 ad t.o pnpoae 
vbateffr tu •aaun• an •••••17• 

With npl'll t.o ondit poliq the lra111Uan Gonnmeat baa taan ta. 
followiDC Nll8Ul'UI 

(1) Bau ot Bl'Uil oNClit \0 the pl'iftt.e aCIUMkSq M.tor 
1• aab,1ffl t.o a gftduW oeiUq ao tbat l,J' tbe 111d ot 19'8 
tbaM oNd1ta vlll lie OlllJ 5 ptl' NDt UOYe the ad of 195'7 lffele 

(2) Bu.k ot Brull enclit to atat.e• ud audalpallt1N vlll 
be Uld.ted to the lenl OQU...Ulll at.~- end~ 1957 • . 

(3) The lnel ot Bak ot lrallil NtU.aoounta ad other entita 
t.o • ._rc1.a1 buaka •hall not •DNd .. or tile end ot ..... aGDtb 
1D. 1958 \be ln.l °'1'8talliq aa ot tile end ot the~-· 
aantb ot 195'7. 

(4) The oeat.nl bank ntiaooant nt.e w bNa 1non .... tl'Oll 
t.u pNYi- 6 per oent t.o 8 111d 10 per Olllt., clepet!Sa1 on tM 
vpe of paper pn-t.4 tor ndla.._,. 

(,) Lqlalat.lcm llaa been 1ntl'OduOld in CJcacna• n.i•lal t.lle 
IIUima lapl ,..."911 to 12 ud 24 pel' _, tor tilla u4 4ens,. 
depoalta, aapeotiw]¥-tlle pn-t lapl au:1• an 6 and 14 Pff 
oent. Vpaa enaotaeat. ot the new lell•lati•• the Gonl'lmlllt. will 
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inoreaM Milk reMrn NCIU.._.U to \he legal IIUi• and N­
qllin oamental banks to 4epoa1t 50 per omt ot tlae Olll'Nllt. 
lnGN1181lt la depoait• to lecal reMrna uUl tbe nev reMrn 
nquireaenta are aat1at1ect. 

(6) Sboald Cllllftll9T ilhe eueecl Crt98 bllll• at -, 
ti• 111 tlle 8NGl1d halt ot 19'8, the neNNifir ot tald.aa-,.. 
plaeat&17 ••aura• t.o the aboft will be oouiderel. 

It betveen Mlf' _ and Deoeaber Jl, 19'8, tlae lill1 t.a deaoribed 1a 
tbla let.tel' on tbe oaah detia1t. ot the GonJ'DIIIIBt ud Nl'IW1lls fNII t• 
Nllkiag IJftUt lank ot lnu.l aNdi \ to the pl'i 'ftte IIGDbeetd ac .. at.or ad 
to •tat.a IDd IIUDielpallUea, Bllllk of Brull nd.iaooanta and ot.ber Oft41ta 
to ........ a1 Nllk•, •ma• 1•-• ezollu.p aa1 .. ill the auoUoa aarketa, 
ue ot JIU aoecwata, u it be~ l~ 1, 1958 ad l11U ,o, 1959 tlle 
lillit on pirou. .. • or oorr .. bf tbe Cott .. Inatitute an ........ , lradl 
v111 oonn1t v1t1a tu fad and acne vith it on t.be telWI • vhleh tuther 
c!l'llVinge -, be llade . lruil vill ND-.1.t t.he fund and reaeb qrerora\ 
beton Deoeaber 31, 19'81 on llllita tor 1959 tor \be iteaa ~•rnd to 111 
the pnol41JII -ten• ad tJae Ullit• thu qned tor 19S9 v1ll be au-
ati tilted tor the torMr li.111 ta tor the pupcNle• ot the tonpiq aHUJ'U• 
ud the atlDd-bJ arru..-t an ad after lUll&l7 11 19'9. 

W. vlll prftide t.be fund vith all the data and 1Df'onaaUc:a 1t DN4• 
to appnelat.e Braail 1 • ecaonGld.o poel tica ud tll\llre propie••• We will 
alao be sled to haft a fund ottieial naiclent in Brasil to taallltate the 
opel'IIUca or tbe atM4-,bJ arrallpNllt. and nalta trca Jund etticd.ala to 
l'fflw our au .... uoa at. lllleb tt•• u 70II M7 d ... appapd.aw. 

Dr. Joh Maria Allad.• 
Milllatel' ot r111an .. 

Dr. S.butiao P ... cl• ilaida 
Pl'N14•t ot t.u lmk ot Brasil 

DI'. J. J. Cudoso de Mello .. t.o 
l••t.1:n Din.tor ot t.he 

S.,.l'latendme, ot MaM)r and Cnclit 

Si••n~ reua. 
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1. lnnued hereto la a letter dated f'ro• the linia~ ot 

J'i.aanoe am the other -bera et the Superi1ltendeao7 ot lonq am Oredl\ ot 

Brasil wb.1.oh Ata forth the polloi .. and 1ntentiou wh1oh the autboritiN 

of Brasil will puraue. 

2. ID oonaideration of the polloiu and intut,iou at fort.h in the 

annexed l.tter and the Med ter exclaange atabill•t1cm t'uncla tor \he auoc .... 

tul illpleaentation ot the a"8b:ll1ation proeru, the International Ion•~ 

hnd a.er••• te a 1t.am•bt arrange-t ter the auppon of these polio! .. and 

inteatiou. 

3. Braa11 and the fund will re•in ill oloae 001111ultation duri111 the 

period tbl 1\and-1'7 urug911e11 1• in etreot. 

4. ror a period ot one 79ar froa , Bftill will have the 

right, uilleaa tbe Jund gives Bra1il prior notice to the oontnry, \o parobaae 

the aur:reDOiu ot other -bare troa the fu.nd 1a excbanae tor ita own am­

reno1, ao lona •• nob piroba1N do not brlilg the Jund'• holdlnp ot Braailian 

onMiroa abcmJ their present leftl, whioh la 12, per oat. ot quota, inoreaaed 

1'7 the eqlliftlent 1a Brasilian aruHiroa ot 37., aUlion u.s. doll.ant pro­

vided that auoh purobaaN 1ball aot, without the oonaent ot the J\m41 inoreaae 

the Pla!Jd'• boldiqa et Broaillan cruHiroa by the equivalent ot aon than 

tiw aillion u.a. d Uara witbila •117 30 da,a1 and prorided further that 

ti. uount.a Brasil •:r parcbaae under tbl• parapraph 4 ahall not be inoreaaed 

b7 reuon ot ~ pmoobu .. ot Bra dlian aru•iroa b7 other .. mbera. 

,. B.raail will p,.7 oharpa tar th!• et.am-b7 .arru,ellent 1D aocol"dance 

witb the deoiaion of the hnd ot December 23, 19,:,. 

6. SubJeot. t.o parapiaph 4 and tti. paragraph ia tha annexed l~ter 

ual1ng with OODIIUltatlon am agre-nt with the l'und on the term on which 
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aubeeq'llellt ctre.winp •1' btl made under thia a\ud-bJ •l'TUII--' it oerlalll 

liaita are aoeecled, Brasil dll ban th9 rt.gin to eaga1e in ti. trauaotiom 

oovwed IV' th111 1ta!d-br •ff&IIC•-t w1 thout tllrther Nrin bJ" the Jund. Thia 

ript oan 'be auapended oal7 nth reapeot to requata reoe1Ted. bJ' the PuDd 

afters (a) a tcrraal S..lillldllt7, or (It) a deoiaion ot the lxecutift 

Board to aupead t.rauaotiona either ,_..u,. under &l"ttole DI, Seot1on 

l(a)(ll), or 1n order \o 001111ider a Jll'Opoul made 'bJ' an lxecut1ve Dinoter 

or the llna11q Direotor fol'lllll.7 to 1uppz,e11 or llalt the •llalb111t7 et 

Brasil. 

7. Three ,.an after •oh J*l"Ollue of ezobance b,r Braa11 um• thia 

arr&Jll.-a\, Brasil aball reparebaH an equlwlut aaount or oruze!Jooa troa 

the hmJ previded that lt the oru"1roe beld b7 the hnd aa a renlt et 

trauaotiena under thia U'l'UI .... are reduoed br repurobat• under A.rtiole 

Y, Section 71 or~. IUeh ncluot1ona ab&U btl credited agalnat the 

earliNt a•wata that beoo• pa,able underr tbu paragraph 7. Repuroha­

•hall be •de in gold or ooDTU"Uble ourrenoi• a.-ptable to the l'lm4. 

8. The rate ot mbana• at whiob lraail will purohaee ourrenot• 

from the Fund 1D embanc• tor aruaei.Na and at which the hnd rill nt\ll'D 

oruHirN 1n Nplll'OIIIII•• open\lw and •k• all other oollpltat1w in­

•olriDg Braailian cruNiroe will be auah rate as the Fam •1 deterat.ne 

fl'oa ti• t.o ti• under Artiole IV, Seotlon a, ot the 1und A,re.-nt. 



INrcRNATIONAL MONETARY FUND 

May 5, 1958 

Mr. Del Cantos 

Unless I hear f'rom ;you to the 

contrary, I would like to forward this 

to Mr. Jacobsson by the end of' the day. 

Enclosed in red brackets are the 

hanges. 

G. A. Costanzo 
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!m-112, 19'8 

l. The .Bras1Uan autborit1se haft approaobe4 tbll . · · N9JJN'ti \o 
the pou1b111'7 ot obtalllinc tinanoial assut.aaoe. start dieouaaiona baYe been 
held with tba BrasUian repre•ntat1ft, and be bas 011tlined 1n soDll!J dekll the 
t1nano1al prop-aa vld.oh the BrasUian GoftJ'llllant. 1a pNpared to adopt to oopa 
vit.b the tr•NDt aituation. It is olev that tblt Brasiliaa OonrD1Bnt 1a now 
aboviag greater avareneaa or the aeriouaneaa ot its tinanoial situation. 

2. The atatt baa mt.wed the pr~eed atabllisat1on prop-am in tba ligll\ 
ot tbe cmTent Bra•ilian aituat1on. It h felt that. the B:rasillall propoNla 
NquiN further l\re=aiag 1t t.bey an to aobieft tbe objeotifts of oontain-

i: ~= =~ .::t..!1ii L~~:!~.:t ~:~vt.ot up~n::~t.~ =--
tvo pbaaua 1 minimm program tor l9'S-l9S9, and lonpro-na Dll!Jasures to be 
taken ae aoon aa J)Oeeible. It will be noted that the minima prograa outlimd 
below lnoGl'poratea som teaturea ot propoaale al.Naq put torward by the Bra1ilian 
autbaritiea. 

J. The oh»t feat11rea of the a1niwm JJPOP'U tar l9S8 are the rollov1ng1 

•• TM deticit in the 19S8 bullget. of tbe Federal Govern111nt 1a to 
be :reduced to belov Cr$20 billion tbrougll oUl"tallmant and poatpoDe•nt. ot e:qaen­
ditDNe. Ae a ooaple•nt&J7 mauure, Bank ot Bra1il and other pr1Yate bank 
lend.inc to the Gonrnm9nt is to be restrioted to Cr$20 billion. 

b. In addit.lon; oellinga are \o be i,laeed on Bank of Brasil credit• 
t.o tba pr1Tate nn,.buting 001BW1it7 lbd.U.111 tba inorea• to 5 per oent in 1~, 
on loans to state and mnioipal Pftl"IDlal'lta, and on Bank of Brasil red1eoowrt1nc 
ot oOIIIIIIN'Olal bank paper . Tba redhooant rate 1a to be ralaed troa 6 per oent 
to 8 and 10 per oent dependinc on the tJpe or loan inYobed. Tba maximum legal 
reaena l"Ei.tioa ot a0111191'0!al bank• are to be •PPl'oxillateq doubled in llna vith 
t.be le11slat!oa now pent!ing in the Bra11l1an Congreaa, ancl a 50 per oent marginal 
re1181"'f'e requi:re•nt h to be impond on new depoelte until banks aoqutre tbe 
reserve ratios established in tba leclelation. 

c . The necessary deoreea vill be isaued providing tor treat•nt ot 
ootfN ellpO'na 1n 19'8-S9 in lina with the propo .. ls Brasil baa 1111de to the rum. 

4. Rnlaiou abould be •d• in the exehange BJ'11M• to ensmoe tbe 
aucoess of the domestic stabUisa-.ion ::naasures and to create a baaia for attain­
ins external balame. Tba individual rate treatment tor exnorta should be 
el1a1nated, ti. wide spread among rates tor illperts aubstant1all,1' reduced and 
the anrage emb&np rate depreoiated. The nev aobanp ayeta will be as tollowsa 

(1) Pl"irllepd treat•nt illpOPte vUl be plAaed in one oatega17 
aubjeot to an exchange rate ot 11 l!IG Orll.00 "l8l' u. 3. dollar. 
Total 1-,orte in thia cateaor, vU1 be subjeet to thlt nWng now 
prorl4e4 1n tbe nobanp bllll .. t.. The Goftruant will obtain tbe 
D1Ceaaary' leglal.at.ion to elbdnate tba pretenn\lal tnat•nt ffll' 
1mporta ot MW&~int. 

(11) ill other iaporta will be diYided between a general aate­
gor,- and a speo:l.al oat.1G17, an:1 exebanp tw tblH vill continue 
to be auctioned as UDder tb9 eldatlng 91'8tn. Ceiling• will be 
eatabliehed on the aa>unte of U.S. dollars aid lCL dollars which 
can be auotioned ill tbese :irbta and these vill be gradual..Q' 
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reduced during 19'8 11 t aalea do no\ exceed $10 m11Uon 
1n u.s. dollare and tu million 1n AOL doll.&ra. 1 noor level 
tar \be agio tor pmral oategm'7 importa vill be established at 
0!'$120 per u.s. dollar. 

(111) Cap1\al gooda blporta and papenta tar illporie under 
aupplJ.ffa creclita vill reoein the ••Jlu&9 rate tar .. neral. 
ntep17 hpcrt1. 

(1Y) ill npona are to be plaoed 1a tvo oateprle1 ona 
tar oottee, cocoa and coooa prodmt1 vith an etteotiw rate ot 
err,o or la•• par u.s. dollar, and the other tor all other expert.a 
vitb a rate ol 0!'$100 per U.S. dollar. 

(•) The pl"otita reoltinc from tbe aprea4 betWNn tbe new 
Bank or Brasil buJ'inc and •lllna rates vUl be aterUiNd ex­
oept tor arq awa DIIOellM1"J' t.o tinanoe a deollne 1n oottee expert.a 
belov 15 million be&• 1n 19'8-'9. 

4. The 00ftrmmnt will bepn a NYiav of tbe budpt. tar 19'9. The prSmary 
goal will be to obt.d.n· baqetary equil1aS.111l in 1959. '1th tbls end in •1ev, 
the Ooftr11111nt will instruct the Bureau or \be Bu4pt to limit 19'9 ezpelldlturea 
to Crtl2S billion. In addition to outt1Dc expenll\11N1, eapea1ally tw .Uitar;y 
purpoaea and publlo irmlatmnt, a plan abould be •de tar 81J7 tax lnore••• 
neoeu&ry' to ensure tbat badpt u:pendit'IINa can be financed troa current. 
revenues in 19,9. It 1a &liil~ tiwt a prOgr'Ul o"9ring the aans areae ot 
acree•nt as the 19S8 prograa vUl be diaauued and put into ettect tar 19S9. 

5. It 1hould be MPbalised that the prograa outlined abon ii repn..t 
as the llinimum to ach18ft an end to tbe intlatlon and thua prOYide the baaia 
ttr 1ound am •tead7 ~ and elimlnate the balance or pqmenta dittiaultiu 
vh1oh h•JIIMP" Brasil inter~ and extel'll&l.q. The pane or the prograa are 
interrelated and interlooked. While sona ot tbl t•turee ot the prograa my be 
mod1t1ed al.lglltl;r, of'tMtting •aauree vUl be neoessaey in other tialde to 
aYoid failure ot t.be program. 

6. '1:irtti.r at.pa ot a longer-run natUPe are nN9uaJ'7 1f' atabilisation 
la to beoome fi1o,aq eetabluhed an:i a wd.\ary' rate qa\ea aohined. The moat 
1llporiant ot these lonpr-run maauree are the toll.evS.na1 

a. The t'im.nc:lal relations niating bet.ween tbe Federal aml State 
Goftrnant• should be reviewd and etepa should be taken to J)9J'lllit the 1.apoeition 
ot expert taxes in excess ot 5 per oen\. 

b. A Central Bank with etteot.1'99 toola tor iapla•ntlng aonata17 
pol.1o7 ii ea•nt.ial. 

o. Meaaures are needed to perait tax leglalation to be enaoted and 
beeoma etrectift 1n the sa1118 tiaoal year. 

7. On tba baeia or the abora progru, it la telt that the Fund could agree 
to a •tam-llr et 937. 5 milllon vi.th draviDga under it be1Dc pbaaed over a giwn 
period or tta. 



C ENTIAL 

Dear Mr. J aoobaaosu 

Oa.rreat.J.T Brasil 1• euttering troa snere balanoe ot J)8111111lta d1tfi­

ow.t1••• Intemational reserves are at pnaent lov and lines ot ondit 

with lev York baDka are vil'tu•ll;r emauted. 'l'he reNDt deteri.oration haa 

been associated vitb apeOlllaticm ia the ootf'ee market atiaulated by the 

potential ... rpnce ot a larp excess •uppl.1. However• the probi..a der1. ve 

more tun4atntal.4 tl'Oll a 1u1tained or.dit expaaaiaa baaed on growia& flaoal 

illbalance . To cope with thi• aitution, tbe Govenmeat ot Bradl pl.a• to 

take meaeurea to bdng the internal eoan~ 1 t balanoe ud to adop'\ an 
).u D"'1 

exobaage ntora an4 other exchanp •aaan• to llllllt the deficit in Brazil'• 
I\ 

extemal aoc011Dts in 1958 and rl +~ ~ aocouta into balance in 19'9. 
~ ,..,..,,..Lt...:. ~ 

To~dertake thes easure in view ot the pnaeat exohuge a1t1laticn, 

Brasil need.a the assuranoe ot tinanoial Sllpport f'rca the lwad. The Gnern­

aent ot lruil, then.tore, req1W1t.a t.brou.p us a a'8act-'b7 &rrangGl8Dt with 

the fund tor the period ot one year. Brasil vould like '\O ba·H the right 

to purohale the cu.rnnciea ot ob r aeabera rroa the lund 1a embanp tor 

it.a own ou.rreno, ao lm1 aa au.ch puzobuea do not br1q the P'Wl4 1a boldiag 

of Bruilian Cllffello;y abo.e their preaeat level iaoreaaed bJ the equiYaleDt 

in Brasillan cruseiroa ot US$)?. 5 lllllioo. lruil a!..f~1~ s;::, I 

addiUanal finaneial auppor\ tl"Gll the U.S. Qnenmen Brazil inten411 to 

reat.riot any pirohu .. that. it U1" make 11.Dder the ata4-b7 arrug .... ta 

to lbd ted inat.all.Nnta. 
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CO~f !OENTIAt 

M a tint atep in br.lqing Brall11 '• nn.n·ft'1M.l aeoouate into balanN in . 
1959, Brall11 intend• to llaS.t 1~ MIIIDt• deficit in •Nll"fertible• and 

ACL currencd•• in 1,,s to t200 •nt•, To attain th1• naut. inatnotiona 

haft been issued to limit pqaant.a tor pNtenat.ial lllporu and oapital 

••nice in these "'11'Nnoie• •tnot;q to the aJDOW1ta •peeitled in tbe Brasilian 

•xebap badpt tor 1957 and to reduce gndualq ~ awta tor auotion of 

tJ.1. and A.CL doJ.lU'8. ftartiDC iD J\1De 19,S, the UIOWltB of U.8. dollU'II 

aotiOlled will be redu.oad from the CRUTeDt vee~ lffel ot t4 million • 

'250,000 each acmth until a lnel ot t2., m.lliaa per week 1• reaobed 1a 

•onabeJ'• ShOllld the t1 .. a1. orecll.t and other ealump meaaurea mentianect in 

W• letter reclu.oe iapor\ deund, UlOWlt• auotioned vill be reduoed ao a• to 

aainta1n a llinSm• dollar Ida tor the ganenl import oat.ego!'f ot Ortl.20 per 

u.a. dollar. Thi• polloy will be tolloved. until Bnllil restores ita llne1 

ot oredit with the lew York banka. Allotion• or !CL cnrrenaie• v111 be oor­

reapond1n&17 Nduoed troa their OIU'l'ent w"kJT level ot ACI.tl.2 ld.llloa b7 

jOI,tl00,000 eaah JIOllth nanJ.ag in June otil a lewl ~ .&0Lt2.t, mS.lllon per 

veek 1• reaohed in IONllber. 

u a "oond and more fundamental nep in at.taim.ag external equilibria 

in 1959, the Qonnuaent ot Brazil propose• to .Sop\ the f'olloviJII •Hh•p 

aeaaurea to 1Dbi bit 111J)Ol"\• and encourage new ezport•. Th••• nev measure• 

Nault in a oonaiderable a111pl1t1eat1on in Brasil'• exab.age qata and are 

1n line with our lmc-nnge pel ot exolwlp rate unitioatl•. 0a the ex,.. 

port aide, Brar.11 propoaea to elild.nate ite pn-t 17ata ot tOllr ezport 

oatepn.• plu• apni.al arraap11911t• and bcnuN•. InltN4, tvo upon 

oateprie• ue to be eatabliabed and all other apeaS.al &rr8DgPID~ vill be 

abolished. The tint oat•Co1"7 vill include oottee, ooaoa and ooaoa pl'Oelwstl 
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and will reoe1•• an etteotin rate ot exobanp ot Ort"IO per u.a. dollar. 

The O'\ber oate,017 will inolude all other produota and will reoei ve an et­

teo\1 Ye rate ot eubanp ot Crfl.OO per u.s. dollar. Ca the u,port aide, 

the aucrt.ion •ohaai• will be llaintained. in it• pnaeat toftl with no nw 

apeoS.tio aucrt.1on• 'being 1ntroduoed. m oapital good• 1apona and pqwenta 
I 

under auppllen' aredi ta will be etteotecl at the auoticm rate tor pneral 

oatego17 iaporta. other iaporta reoei'fing prl:Yilepcl ueatn:ient. , 
will be iMOl"pOratecl into a ain,le gl"Ollp to vbiob an etteatiTe rate ot 

u=ange ot Crll.00 per u.a. dollar vlll apply. 411 indaible &D4 oapit«l 

tnn•aotians now recein.ng prinl.epcl tzieataent Vlll alao be 1111bjecrt to 

the rate ot crtioo per u.a. dollar. 

Tbe exo.hanp qatea 011tl1Ded abon 1• e:xpeat.d to Ji•ld eubataatlal 

pl'OtiU+ In order to ensure tile ettS.eao;r ot the credit and tiacal me&a111'98 

CNtllned below, the net agioa obtained Vlll be ateriliNd ewpt tor the 

tiancllll ot an:r 8'ookpilin1 in contond.ty with the ooftM pollq deaU'ibecl 

in tbia letter. .In llddiU•, Brasil intaDda \o depoa1t in a •pea.al ltloaked. 

aoooont the looal Ot11'1"81lCV' ooanterpan ot-, t'onip tiunalal aaatataue, 

iaalading all dftViag• on the International Malle\&17 "8ad, reeeiftd durinl 

1958 in OCllmenion vit.h tbia a'kblliaaticn plaD. The OOUMl'pU"t to be ao 

depo.ited vill be cal.au.lated on the l:tuia ot the anrage dollar au.ot1m 

rat.• ot the veek pnaedin1 the actual noaipt ot W• tonip uaistanoe. 

To bl"ing the internal c into bal.anoe and tben'bf reduce preeaun 

on the balance ot papenta, the G~, ot Brasil ia adoptinc new Daaurea 

in t.be tield• ot cndi\1 fstoal and corr .. polie.,. VS.th ngal'll to the 1.an, 

the moat aeriou• tinaao.ial prol>lell facd.q lrald.l rell.llta tl'CIII the lara­

potatlal aurplua ot oottee tor 19S&-59. bpoft&ble pndanlm ot cott• iD 

Brasil 1• eat1•ted to reach 23 m.lllon -.., 1i 1• in\ucled, hovner, to 
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llllit esport,a to 15 million bap. leither the GoTernMDt nor the banldDI 

.,-.tea oan attol'd. to tinanoe bis potenUal. euplull vithollt 1raTe oonM­

quenoea tor our internal eoonomic at.abilit,. The OcmtrDJ11ent, t.benton, 

bu adopted the tollOldng oottee prograa tor the ,ear 19,s-59, (1) a sur­

render will be NqU!Nd by the prcdrla.r at the railbud w the Cott• 

Inat1tute tor cmTeNioo to tel"Ulizer ot all ootree below a oertain 

apee1f1ed grade, npreaent.ing approximate],,- 10 per oant ot t.he cropJ 

(2) a surrender at the railhead to the Inatitute will be requind ot _J/ 
per oent ot each ahip11911t tor 1tockpili.nc or aale tor dom11tie couuaptJ.GDJ 

(3) the prochloer Vill be eoapeuaioecl OD t.he•• aurrendera calJ to~ bia pro­

porticaate llhare ot •alee to the domestio aarketJ and (4) the Cottee Inat1tute 

vill purchase tor atoupilug cm~ the ditf'ereace bet.ween the aDIGWlt ••••llJ 

e:sponed and 15 llilllon baga it apor\a tall aaort ot the latter ngun. 

The ti•cal poaitlon or the Govermient 1• seOODd onq t.o the corr. 

ai tu&Um as a pl'Nlea fac1.nc Brasil. Baaed on exiating athor1•tiona and 

oblipticm•, a oaah deficit of Crt.47 billlOD vaa eati•ted tor 19~8. The 

Gonnunent or lnld.l• however, he.a adopted an eCCIIIOJlf program to llmt \hi• 

deficit to Crt20 billion. 'the l"Nllotion in the budptu,- cuh deficit \0 

Ort20 billicm. vill be acbie-nd 'bJ" •tUng Ortl.5 'billion ot ezpendit.un• tl"Oll 

the or.lgiaal. blldp\ ot art:uo b1111en, to- po1tpoD1111 Crt1J billlcm ot oaah 

expeaditul'N, and by Um.ting atft-'blldpt&J.7 upenditurea te ore2' b1lllco. 

Caab expenditures, tbu.a, will be held to CrW5 ldlllan vbile rnenues are 

OIIJ'NDtq eatiuted at CrlU.5 Jld.lllon. Should N"f'ennes tall abort of ilia 

••timate or becaaN or apeoial oiNU1111tanoea new budgeter., autborizat1CID 

JI The peroenhge to be inaerted here vill be that requ.1N4 to reduoe the 
aupp~ available tor uport to 15 million baga. 
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haft to be nqwted, the Gonmaent will llllke tlll'tber espeaditure aut1 

againat ui•Uac aathorlaaticm• or oblia•U•• to llllit tbe oa•h detiait 1a 

1958 to Or$20 billion. Ttt. Gnermaent will alao llait the 1ncnaae in 1t. 

1ndebtedneae t,o the benk1n1 tlf•t.G to Crta() 'billion. Tb1• 11 a ocmaiderable 

Nd11otiaa tram 1957 when the Gcmu.,ment•• 1ndebt4Mlneaa inoreaaed 'bf Crb9 

billlan. ror 19,9 the Oowenment propoNa to a'\tain ti•oal balanoe. To 

attain tbia pal the Budpt Bu1'HU. (DASP) baa been inatmcted to aet an 

OYer-&11 oeill.ng or Ortl2' biWan in badptu, approprtatiODI in the Oonrn-

11eDt•1 nquat to Cclllpeu for 19'9 ud to propoff vbatner tu •aauree 

are neoe11a17. 

With ngud to ondit pollQ' the Bradllan Gon:rnamt bu t.akeD tbe 

tollOlling meaaune, 

(1) lank ot Bralil ondit to tbe prtTate 11.anbaDJd.111 aeotor 

11 1111bjen to a padut.4 ..S.llng ao that llf' tbe end of 1958 

tb.eff oredita v111 be caq 5 per cent aboTe the end ot 1957 lnel. 

(2) Bank ot Brasil cndit to 1tate1 and mnioipalltiM will 

be llld.ted to the lewl CNt1tand1D1 at the ad ot 19'7. 

(3) The lnel ot Banlc ot Brasil rediaoowat1 end other credit• 

to .... NS.al hanks •hall aot. exoeecl u ot t.be end ot eaob mamt.h 

in 19S8 the l.nel ou.tatadin.g ae ot the end ot t.be oornapcndiq 

aontb ot 1957. 

(4) Tbe eentral bank NCUaoount rate baa been inanaaecl tl'Clll 

the pl'fflou• 6 per oent to 8 and 10 pa oen\, 4ependin, on the t7pe 

of paper pnMDted tor nd11eount. 
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(5) Legialation has been introduced in ea.aar-• ni•inl the 

mui.111111 lepl reael"fts t.o 12 and 24 per eent tor ti• and doand 

4epos1 ta, napecU wq-the preaeat lecal m•m aa are 6 and 14 

per cent.. Upca enaatment ot tbe new lepalation, the Gnel'IUl8Dt 

will increase bank resene requiwta to the lepl JDAJ:I M and 

require ooaero1al bank• to depoai t 50 per cent ot the current 

1ncl'911811t in deposit• to leaal reaerYe& until the new rese~ 

Nqllil'U8Ats are aauatied. 

(6) Should OllJ'rello;y issue exceed Crt98 billion at u7 tim 

1n the seoond halt ot 19581 the neoeaai\)r ot tekJng aupplwntU7 

measures to the above will be oonaidered. 

It between MtQr and Decaber )11 19,8, the llait• described ia 

t hi• letter on the aah det'ioit ot the Gonmment 8Dd borrov:lq troa the 

baking a7ata. Bank ot Brasil cred1t to the private ncebaldng aeotor and 

to states and llmioipallti .. , Bank ot Brasil ndi•oounta and other credita 

to ocamercial banka, ourrenc, iasue, escbange •al•• in the auotion markets , 

use ot AW aecowit•, or it bet.ween lul;y 11 1958 and June ,01 19'9 the llld.t 

on pu.rohuea or coffee bJ the Corr .. Inat.itute are eXONd.ed, Brasil will con­

•ul t. Vi 'th the F\IDd and agree w1 t.h 1 t on 'the terms on whi oh f'llrtber 4.ravinca 

M1' be made . Brasil "411 oouult the Fund and reaoh agreaeDt before 

December 31, 1958, on llai.ta tor 19,9 tor the items referred t.o 1n the pre­

aecling sentence and the Um.ta t.hua agreed tor 1959 will be substituted 

tor the to!'llllr llaita tor the purpo••• of the foregoing assurance and the 

atud-bf U'l'Dpment on and after Januar, 11 1959. 
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Ve will pro,14- tbe fand wit h all the data and intol'll&tian it nNCla 

t.o appaeiaw lraall '• eoonollia podtian and tutlll"e progaaa. V. will alao 

be glad to haw a fund ottlad.al naid•t in Brasil to taollltaw tbe opea,.. 

Uan ot the atand-"7 UTallpllellt and Yiait• traa 1UDd attiolala t,o min our 

aituation at auah ti• a• 7C'U -~ deem appl'Op:riate. 

Dr. J oee l4ar1 a Al kid a 
Mini a-ter or FilMllloe 

Dr. Se1-lltiao Pua de .ilaeida 
l'l'uident ot the Bank ot Brasil 

Dr. J . J. Cardoso De Mello leto 
hilOlltiYe Dincrtor ot the 

Su.penatendencv- ot Mon.,. and Cndit 

Sin•aq 7oun, 



... ... 

April 24, 1958 

Weat.rn Bea:lap.bere, bobanp llaatr1Clt1cma ud t.pl Departaaw 

IIMII 1111-•« htlt Cl&._,,,tYMt •·IM·tr lad hfMFIER 

Then 1• eubaitted below tor 7otr1 OGUideraUon a no: tnded fWld pMi• 
tton VS.th reapeot to Bruil'• requat tor tlnaaGlial aaaiatance. It 11 felt. that 
the propoee4 prop'D vow.cl oontain the Brald.llan 1ntlat.1on.1 atnngtbeD their 
balance or ~t• and iapl'O'ff t.bir ezohup ~ 

1. -, 114 '81l1 91 011111.ei .,.,ua• 
Ta.. IJiQt.lian 0...l'llllltat la Nqlle8ting the following aaa1atan• trma the 

(a) a third traaobe clraviq ot t3'1.' 111111•, and 

(b) detenient tor a pen.eel~ pl'ONbq three 79an or nJ)llNllaee 
obligation• •tmna in 19'8 to u allOWlt of $37. 5 111111cm 
($17. 2' 111.lllan due 1.-q 1, 1958 and 120.25 111.lllcn due 
Deonaber )1, 1958) . Tlda drawing will bay• been outRandiDI 
tor five 7nn . 

.taaulag that Brald.l agt'N9 to the t1nano1al progna propoaed belov• it 
11 nC<JIIE •ded that. the torm ot had aaa1atance be that ot the noraal 1t.and-b7 
~t. v1 t.h the rS.pt. to puNbaae trom the fund lleJl.ber 00Wlt17 CIIJTUOi••, 
aa leg at auah purobuea c!o not 1.noreaae the Pwld'• holdlD.p ot Brasillaa 
orueiroe aboft it.a pl"Hellt leftl (1 ••• , 12' per oent. ot qaota) increded br 
the eqw.valent. in lrallillan ONNiroa ot tJSl3?. 5 111111cm. It 1• alao reoom­
aended that clftV1np on the l'wld be p)aaaed oat ao that the Pund '• holdiaga ot 
lradllan CSNN1ro• do not 1noreaae "7 aon tban the equivalent ot OS~ ldllian 
vi thin aq t.bir\7 4q period. It abolll.d alao be pro'14e4 that lt Brasil doe• 
not. obaerYe it• cOllld.taenta, lt. aball not be entitlecl to drav tairther 81101111t& 
vitbOllt oonaalting the Pand and qne1ng on the t.1"119 tor further draviDp. 

A atad-11,r arranpaant ot the tongoina vpe baa tvo olear ..,.t.apa. 
Pirat , the Fund'• financial aaaiatanoe wCJllld be •xtended over a llinima periocl 
of seven acatba dur1.n1 vbioh t..be l'wld vClllld haw the opportun1'7 to •aaun 
Brallillan propeu apiut the ape.S.tie oommitllent• undertaken aa a part ot the 
•taad--"7. S.oand, a atucl~ in teru ot a &l ven lnel ot Pond boldiaga ot 
cruseiroa would pel'llit an a11tcaat10 t11Ne-7ear extension ot Brasil'• repurohalte 
obllgaUou in 1958 vi th011t. expllal tly ltnu:ing t.be ti ft-JUI' JIIUilUJI period 
tor rep-,.nt ot fund drawinp and wow.d noid the neoe•aitJ tor a Board cle­
a1•1cn poatpGlliq the repu.nbue obllptian. 



,• 
' 

- 2 -

2, tsre,S.al 12MR 114U1itk!PII 9' $JII fmill• Atnreee, M 91d 
ot a DW:1Jl NTIPl,.trt 

In oonaideration ot Pnnd financial asaiatenoe aa iDdicated in parqraph 
l aNn, it 1• reoc:amended that the Pund obtain the tollawing WlClertaJdnp on 
the pa.rt or the Brazilian Go.el'llll8Jlts 

a. h4D$HJ pola,g. The Bl'llaillan 0ovel'Dllltl1t haa 1ndioated that 1 t 
plau an eoonm11 program vbiob it e•t1•te• 115.cht redu.oe the oaah detiait tor 
19S6 to Czi25 bilUCIII. Al.tboagh tbia deficit 1• moh nailer than tbat at 1957, 
Cr$41 bllllm, the atatt believe• that the oaah detiai t should not exceed Crt20 
bllllcm• an amount equi•alent to 15 per cent or ca.ah •spenditu.rd. llonoYer, 
the atatt propo••• that the Brazilian Gcmtrnaant undertake a COlllll1taent that 
the 0$8h de.t1c1 t will be Um. ted to Crt20 billian vi th an, aborttall ot reyenue 
or 8D1' nev eXJ*lditurea undertaken bei•I ottaet bf further outa in e~endlture11 
under mating authonsaticma. The atatf' f'eel• tbat keeping the tiaoal prograa 
to Crt2() billion •houl.d be an abaolute ain!JIIUII and not 1111bjeot to nepUat10ll. 

Tba Brazilian and the atat.r propoea].a are wtllned in the aceG11pqin1 
table. The •tatt teelll that the larpr CA&ta in the pnnment propoaall on 
ext.ralM4get&17 items are unrealistic as theae items are not really aub3•ot to 
ooatJ'Ol. Alao• the ata.tt proposes an increaae rather than a n.t reduotion in 
deterred piVWta <nits• ,1 am). The inonaae vOGld coma throu.p tnna­
temng authorisationa troa the current 7ear to future 19aJW • 

... ~t polim; 

(1) Credit to tA§ Goyermpent . Gonl"AlleDt bol'J'OW1Da ffta the Bank 
ot Brasil N/• the private commercial banks •ball not exoeed durlnc 1958 a 
net uaow,.t ot Or$20 billlca. Tbi• vou.ld repl'Nellt a reduction ill pnl'Dllell\ 
Nl'l'Wiq in 1958 or appro:ximatei, Cr~9 b11llan, rroa Or$39 billion in 1957 
to Cr$20 billion in 1958. 

(2) Cr,dit to t,he Rriyate sector, The meaeure• tor reat1'81nt in 
c:rwdit to the prlvate sector which the Brazilian Goyernaent propose• to take 
appear a4eqa.ate. These ares 

(l) The INalU• Goftrmient propoae• to limit. Bank ot Branl 
cl"8di t to the pr1 vate --..bankin1 sector durln1 19,s to a leYel not 111 
exoeaa ot tbe 011tatand1ng lnel as or the end ot 1957 (i.e., Crt92 
ld.W.cn). In the statr nev, tbia 111q not be reallatio and may lead 
to an ear]¥ abandcmient ot the oredit oe1Un1. It 1•• tbereton, pro­
pONd that e.illng• be find whioh are pwluated over the year to 
pend.tan en4-ot-7ear lnel, per cent abcm, the end ot 1957 lAT•l, 
i . e . , Crt96.5 ~llllon. Thi• would. repreMDt aubatant1al progre•• 
over pl'fti_. JUN when Bank ot Brasil on41t ezpanaim to the priTate 
Motor llftna-4 about 25 per cent per annum. 

) 
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19S7 OoYemaent 
Iv.ff'• pnpo•al HOIIDIIIJ plaa ..... J tor 19'8 for 1958 Baden 

b'adp\ 

1. r.r:ditvea (croaa} 
( u,aditurea aga:lm\ 

budgn&'f7 appropriat1ona 112.9 1)0.00 

(1,) upenditv.re againn ) 
credit• t.ranaterncl rroa I the pNY:tou 7ean 2.2 2 

) 
<•> apendltur•• against new ) 

credits obtained dlll'1Dg 

I 1 (Thie will be limited the 7-.r ).6 
on1¥ to extraorciin-l 

{d) loan• \o natee ud mni- ) 10.6 U7 ••••> 
o1pal.1t1e• J.S l 2 

(•) exp111ditv• under Art.iola ) 
48 11.8 1 10 ( inoluding int.ereat. 

paya•t• to Bank 
(t) other extrabudgetar., l or Brasil) 

upemliture 0.2 -
( 1) l.1ttuida\1on •t tloatiq 

debt 7.1 e.o •• - -
Mal of gJ"Oaa upenditv•• 11,1., 1L8.6 lk8 

(h) p0atpoaement ot e2])8n-
ditvn (•) JJ..T 6.6 lJ -

rsal ar ae\ cub apanditurea 126.6 lh2.0 1.1s 

II. R8Ym.ue collection• ss.s ll7.0 us 
III. Caeh dat1o1t u.1 2s.o 20 
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(11) The lenl ot Bank or Brallil ndiaoounta and other oredita 
to oaaereial banka •ball not exaNd aa ot the end or eaob aontb in 
1~8 the 1"91 ou.tatandinc a• ot the end ot the oorreapmadSnc aont.h ot 
the pl'ffiou 7ear. 

(Ui) The oentral Nak rediaOOIIJlt rate 1• \o be 111creaaed rroa 
the pnMat. 6 per oent to 8 and 10 per C11Dt, depending on the natun 
ot tile paper pn•enW tor rediaoout. 

(l'Y) Lqlalatl• ltaa been introduoed in CoacN•• ra1•1D1 tbe 
IIUS.am lecal reaerve• to 12 and 24 per NDt tor tia and daand de­
pN! ta, Nlpeotiw]T-the pnaent lepl maxi• are 6 and 14 per oent. 
Vpan enaet..nt ot the new lesl•latJ.oa, the OOYel'DMJlt vill inoreaN 
'baDk reaene reqw.nauta to the lepl mu1• and N<l\lire oaaeroial 
bank• to depoait ,0 per oent ot the Olll"Nllt ino:reaent ia depHit• to 
leaal reaeryea lllltll the reaerve l'9qllireaeat• are aat1at1e4. 

o. Qg(tfe pc>llp;.• The Brasilian Gonwt baa 1Dd1oated that it• 
polia, vith reapeat to the iaOOIIS.Dg 1958-59 cottN orop vlll be that azq 
vit.bholding ot aurplu• oottN from the 1nternat1oaal 118.rket will be bdepeadmt 
ot bank or Pft:l'Dll8Dt tlaualq. In accord.anoe vJ.th tbi1 pollciir, Brasil pro-
po ... to pftftllt the uport. ot approz111ateq IIJ per oent ot the marketable 
predutioa. Thi• vOllld reduoe exportable aupp]T from approxiaatelJ 23 111.llioa 
baa• to appl"bl.Mte~ 15 ld.lllClll 'bap, v.biob the atatt oouidere not UDJ'ealiatlo. 
'l'be J/J per oent nteatice vwld be .. panted into tvo OG11pCD•ta1 (1) a aur­
render b,f the proch&oer at the rail.bead to the Cottee In•titute ot all oottH 
below a oertain •peoir1e4 and• tor deatNetiOD, npnaenUnc approaillateq 10 
per oent ot the orop1 and (2) a aurrender to tbe In•tlt11te at the l'llilhead of 
,0 per-tor eaoh ahlpMDt tor e\oelqd.liac or aale tor doneatic oonaapt1c:a. 
The pracluoer would be ecapen•aW -~ tor hie proportianate •hare of the •ale• 
'\e tbe 4-•tie market. lheulcl the uternal auket deau4 tall abort ot 15 
ld.lUon -,.. the Cott .. Institute llipt pvohaae the difterenoe between the 
aoant utually exported and 1, a&Ui• bap. 

The R&tt tNl.a that 1111• ....... 1• aatiataoto17 troa the tinuoial 
point ot Yiw. The Brasillen Oonftllllent ahcw.d be nqulnct to give f11'11 coa­
llitaant• an 1ta cottM noekpS.11na pro1na tor t.be oOld.ng 8l'Op ;rear. !hi• ia 
the aoat .. r1.oue 1 •1Dgle intlatiOD&17 probl• in tbe Bruillan eecmca,. Ollt­
ri11r\ pnrm1111t pllNbaae or varehou. .. t1nanolq ot tbe ezpe.W nrplu vow.4 
ooet a.ar~ Crt30 blllloa. The Go.ewt.•• oott .. et.ookpilina prolftlll 1• ao 
111port,mt 111 terma or the near-term t1Dano1al llituatioa of Brasil that tbe 
hnd •how.cl withhold appl'Ori.q arq tlnancial aa•i•tanoe until the aboYe aottN 
progna ha• been adepted and ann01.1Deed. 

cl. IIIIMPP protit•-m• apggmrt. lubaap profit• I.Uldel' \lie pNHBt 
Brasillan eubanp a,•tu and the a,lt• a• IIOClitied 'b7 the atatt poptts]e 
below 0<111at1tute an l11ponut aonet&r7 aff.l'pt1& taetor. lxobaap pl'Oftt• 
uncler the 17ata propoMCI below would probat,q 71•ld about Ort)O billim ooa­
paNCI with Ortl.7 b1lllcm 1n 1957. Cca\rol ot ezpencUtura• tl'CII thi• acCCJUDt 

• The In.sill•• haft aaked that the propoeed oottee pl.a be oon•idered aa 
top .. ore,. 
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ahOllld oon•t1 tute an 1nt.epal part o 8DJ onr-all atald.U sat10D plm. Aooord­
illgq • it 1• propoae4 th.at a cClllli taent be obt.a1Md that the nt lfrt II be 
ate1"111Nd e:uept tor t1nanaiq or aJq atoekplllng 1n oontond.t7 with the 
ooftM policy deac:ribed in the pnrtou panpapb. Ia puUoular, the Brald.ll• 
Gonl!'llllellt 1how.d be ~eted to agree to tbe aterilisatic:e or the looal cur­
Nlll!J prooeed.• ot a,q ton1p tlaano1al •••i•tan• reoeiftd 4'ar1n, 1958 f'l'OII 
t.he IMP or other sou.roe• in oonneotion with the etab1ll•t1cm plan. Thi• oen 
be aooapU•becl 'bJ' debitiDI the agioa au.'b-aocout entitled •Reaen. Pud tor 
luhenp toa ... •. vi.th an amount in Ol'llNiroa equ1Talent to the ucu:nt of toNlp 
aa•l•tanoe 1D doll.an aalt1pl1ecl b,Y the &ffftP aaUon rate tor •pqral 
oateeoq• illport• 1D the aonth pnONiq ti. aotual util1satic:e ot the fonip 
aa•l•tuoe. 

•• lllblPD WHI• The financal propaa vbioh baa been aubld. tW to 
the Pund b7 the Braalllan Oovenallellt doe• not i,ontnplate a,q obanpa 1n tbe 
ezobmp ay•tea other than a Noaloalatioo ot tbe •ooat or nalaenp• vh1oh 1• 
to appq to pl'llfeNDtial illporu (1. •• • the pre~ rat• ot ert,1.32 and 
~3.82 per dollar vOlll.d be llO'ftd t• a rate ot about Crt60) . In the op1Dl• 
of the etatt, altlloup internal meaaures to end the inflation vOlll.d make lt 
J>M•ible w aobine dcaeetio pl'ioe etabilltJ, tJle7 vould not 111 tlamaelfte be 
auttiaient to assure balanoe ot papente equilibria., parU.aalar~ in n.w ot 
Bralil'• povla1 debt .. n1oe and illpon reqQil'Wllltllta. Aooor41Df17, the •tatf 
oaulden ohaape in the •xcbanp 17ateil •• u eNeDtial part of a 1tabillsatioo 
ettort. Thia v111 oonaUwte the aoat dlttlaal.t area ot negotiaUt:11.• vith 
lraatl, bat the atatr teela that it ia ••••tial to obtain aOJne retom ot the 
exohanp 97atta aa part ot rand t1DaD.eial aaeiatuoe. 

The pneent 11&111 laport aJ"IU.pJlenta 1nol.ude (1) euhanp auat1ona tor 
pr.l Yate illporU not bene!1 tine troa pl'! nlep4 tnataant ( at pNlellt aboQt 
l600 llillia anmaelq). The letlnt effective ezalaanp rate• were about Orll.70 
per dollar tor paeral oa\ep17 ilopel"'8 and aboat Crl.J80 per dollar tor •pe.S.al 
oa\ep17 1.llport.a. (2) A pl"idlepd treataent iaTOlYiq a rate ot Crt51.,2 per 
dollar tor iaporte ot OCIUUllpticm '"4• and oapital aood• reoogni.Hd a• eaND­
tlal to MCllCllllO 4nel0)9ellt end tlle aaticmal NOUJ'iV (abotat 128() 111.lliGII 
ammalJl')J (,) a pr1"1.lAp4 treatant iaftln.1'11 a rate ot ert,J. 82 per dollar 
tor petni.a iaporta (UOGt $300 111.lllon aanu~h 8114 (.4) a prtdleced. 
tl'Htllellt iaYel'l'ing a Tel7 .,,...s.aW rate (aboQt Crl22) tor laport.a ot nev•­
priat (U011t t.40 llillian an,,..)17). 

There 1• aao a tree ..a.t rate tor irdaiblee and oapi '-1, vhiah at 
pre8Ut 1 • abollt CrlJ.20 per dollar. 

The statt J)!'OJ)08•• that the auotion •obani• be llaintained aa it 1• 
at pNemt, tor the U• beiq. lllporte reoei'flng a pr.1.ulepcl '\Natala\, 
h<Mlftr, vOQJ.4 be inolwlecl 1D one a1Jll).e grOllp to whieh all etteoUYe rate of 
at leaat OrtlOO per dollar voul.d a~. There aq ulM a lepl 41tt1aalt, 
in tbe caee ot nwaprillt. Should it not be poulbl• to oYercoae tbia d1ttt­
ault7, the preMDt ~t iaTOlTiDc a ,indul depl'Niatian ot the rate 
vOlll.d oontbme to operate. All 1D"1•lble and oap1t.al tnnaaoticna now n­
ceiUDg prlnlepd treataent voal.d be aubjeat to an ette.Uw rate ot Crt].00 
per c!ollar. 
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The pne•t tr•taent li,Yen to Brazilian •J1Porl• 1a t.h• renlt ot 'lad.Olla 
arrang••t• au,eri:apo•• on tile • etabl:lahed .ratee tor the tfltU' expon eate­
((OJ'iN and pnsma the fol1"ilag ohar&fteri.t.ia, Cott•• !!,n. reoeiYe 
01$37 .06 per dollar plaa a boaua which VU'iee 1n pn,poriloi tti \Jae toreip 
pn.•, plu an undehrained uount ot looal cvranq raalll.tiag ll'CIII a toler­
ated l111dlll'iJsftio- ot ezpcr\a and the •pUa\lon 1a the tr• •rket ot 
that portua of exohllnc• not surrendered to the aa\boriti•· AU ooallidend, 
the pNant etten1Ye rate 1• oles• t,e Ort.SO per dollar. Oocoa and ooooa 
pnkhl.t• reoeive a,tla.).06 per dollar. All other s1u,te in efreot receive 
tlrmugla t.11• .,.oal.led Qllbolio pvobue plan (foe IXlio plan) ft17i1IC · 
aao,mta •t o:maeiroe which oo:PrNpand to u:ohange rat•• et Clt6T \o 01'$90 
pel' dollar. 

The ataft pnpeee,d \Ila\ 01117 two •lrl>On oatepriu be ••~li•hed ud 
all otber apeci.1 arJ'lllll•enii be aboliabed. One oatego17 would inclv.de 
oottee,. co••, and coooa produow and would recei'f9 •ttectift uohaqe of 
Cr$70 per u.s. dollar. He_..r, the a\aft would not 1ne1at on Vu• deYalua­
\ioa fer the oott•• rate it the Bra11ilian Oovel"lllen\ prefen a leaa depre­
ciated rate tor cott... The other oateao17 wollld iaolude all et.II• fl'OdU'• 
and WOllld noeiYe an etfectiYe enhlftl• rate of CrtlOO pv u.s. 4ellar. 

It ia w be nc>ted that all \he prop,aed olwl&•• are poaaibl• 11114•1' aiat.-
1ag lagulatioa. 

t . b-m• bu.di-'• To \ Bn.ail•e balance of p.yaftta defied\ tor 
l9S8 1n u.s. lcFovrmciea to the UC>llllt 1p1c1tied Sn t.aa• Brasilian pro-
gNa, payaeat1 for prelennt.1.al Saporu and oapi\al Nrrtce should be 1Sa1tecl. 
w the asv.n.ta -,.oitud in the Bra1ilian exohtillg• bu.dp\, 1.e. ~4.1 •illloa 
and .lCL$1)).7 •UHGD fer pretennt:lal iaperk and UStl7b.2 aillioa and lCl.849. Ja 
llill:lon tor oapital. ..,.ioe. Moreo'WW, w Dl"i:Dc pa711enta in l9S9 to lnela 
wi th:la whiola balance ia eo11'Nrt.lble currec1•• la poa1il>le, •aunt• a11Ctiomd 
in eoDYel"tible mrrtnoi• 111nld bit recmoed tl"Dll the ourren\ ••ekl.7 le•u. ot 
t!i aillion 1';r $2S0,000 •o• -th ttart,iq in J1111• lllltil a lffel ot $2,.S aillion 
per WNk h r•olled in.,,..,_.. Tbis would reatore the .. tbq leYel ot mbange 
alee w the l.eftl pre....Uial prior w ti. Oo•ernaent•• attapt to appreoiate the 
a•o\ion •rk•t rat .... 1. ••• , 11.0 aiUioa. Should the tueal, credit, and other 
•o1u1D1• •ea•ur•• et the progna r•oe la.pen demand, &11DUllt1 au.ot.ionecl ahould 
be 1'8duoed 00:rNapndiJlgl.7 •• tu+.clollar agie tor the •••al oa\egor, deoltnea 
and in no caae mou.ld th• agioa tor the ceaenl oa\ep17 be pend.tted. to tall 
below Crtl20 per U.S. dollar without an imi:ldiate reduction ill the •owat 
auctioned t.o bnllg the agu ap to ci1120. Thia poliCV' ehould be oontinlled 
llfttU Bra.U•• line• of credit wi\h the In Iork buka are .tuU.7 restored. 
to attata a 1,S9 balance :I.ft ACL ~a.ta, auo\ion1 otACL cnarrenciea ahould 
oorrelpadillgq be ncluced fro,,. thltir au.rrent, ntkly leYel of AOLIJ.2 aill.1011 
b7J.CL$lOO,OOO each month nar\tnc 1n Jm• until a lnel of AOI42.6 million 
per••• 11 reaohed ln loy•ber. Thia would reetor• the moatblT leftl ot 
AOL 011rrmoiea offend tor auction to Ill milli• par aontb; the level pr .. 
ftiliJII in llid-J.956 when t.he Oovemaent becan to inoreaN t.h• ortenag •f 
aurrenciN 1n \he aucUon •rtr•. 
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,. §JIRR11e£• • IIIAAI• Jn dew ot the beav dnt ••mo. •tUl'!DI 1a 
the next aeYenl 7e&ra, JNU\IN8 are needed t.o u.intain the mediua-\erm deb\ 
bvden ot Brull v1tbi.n t!Mt oout17•a oapui\7 to pq. The inorea" 1D Braall'• 
..U.ua-term 1D4ebtedness to t'c,reip .npplier• baa been aplll'Nd on b7 a preteren­
tial ra\e ot ertn.,a par dollar and the lane ot uobange prlorit7 oerUtioatea. 
The atatt•s propoaal on tbe exobfulge qat• eDYiaac•• the el1mnation of pref'eNDtial 
e•ballt• rate that.mot tort.be•• oapltal goocla. Tb1e abould laelp oone1clerabl71D 
ovb1ng iaport.a ac-aiut madi ... tera nppllera• oredita. The lraailiaa ott1cial1 ha•• alao iatonied ua that SUH)C 1a now conttaplatlD& adopU., ....... to 1eYeNlJ 
na,r1oi t.be 1DOUIT1.Dg or MCil.ua-tera credlta, part,ioularl1 obUcatiou -.Jbich 1111)1114 
further budea the 008'17'1 debt. aenice 1n the next three 7ear1. The letter ot 
eaamitunt troa the Bruiliall Oover&lllUt abould as a miD1JIUIII 1nol114• a ,-.twt of 
the pctllo, to be pv8lle4 with re.pee\ to Dev medium-tel'll nppliall1 CNdlta. 

(a) Vltb napeo\ to the t.SaiJlc of the ugo\lationa, 1\ 1hould be noted 
tbat In.all, pendS na oonclu1on of its •gotiatloma vith the IMP and u.s. Covel'IJlled, 
bu oonoluded a ust,o a1111oa, l20-4lq lou (qaiut the pledc• of oott" u 
oollateral) with tbe Obase-Manhattan Beat. The atatt also undantande that 
Brull ia nqotiatiDI a11dl.ar loan• up to another tEtJO wtlJ1oD with other u.a. 
banks. Conolua1on ot an &ff81t1_.t with the Fl:md, tbeNtore, 1• aot Ul'ieat and 
tlul eonoluioa ~ a atad-by unD&eaeDt with Brull ebould await vbatner 
period 1e neoeaeary tor Brull to g1v• t1.rm aasuranoee, pu\inlarly as concel'D8 
it• polloJ' vith reepeo\ to tm upeoW bag• 19'8-59 oott .. auplu. 

(b) hDd f'ineAnal ualetanoe al.on• 1a not ntfioient to ••t \bit pq­
••ats probla which Bra1il races 1n 1958. 1ru11. tbereton, 1• al.eo uaotlaUDc 
vi.th tbe u.1.0...ruent. Slnoe the tlD&noial oooperat!on ot the U.S.Qoyeraea\ 
proNbl.7 will be related to the proal'Ul ql'Md to betveen Brull and th• hlld, 
tblre ehrnlld be ao• ooordination ot •iewa vi.th reaped to the Brulllan probl• 
prior to our malc1nc definl te aomterpropoaale to the Bra,sj lian Governmu.t. 

(o) .An illf>or\aat probl• vill be that ot follow-up on the procl"tl•• ot 
th• ecNed at.abilbatio11 plait. lbe •tan' conaiara tu, lt ia Haential tbat a 
ha4 repreaeatattve be 1tationed in B:ruil f'roa the initiation ot the pl.all to 
.U-19'9 u a a1n1••• The role of the 1uDd .NJ)l'Nen&U•• would be to npe,t 
tot.be Ma.ucizia D:l.reotor on the proare•• ot th• atabll1sat1on Pl"Oll'IJ!I ancl JDd.ntain 
llaiaon betVMD the hncl atatt sad tile Bn.1111an Gcrrel"Dllallt. The pereon deaipated 
would aot £unction in the eapaci\J' of t.eobDical aaei,taat. to the. Bruillan OoYern­
aeat a, 1n oert.ein other oo,mVS.ea. 

(4) The atatt alao couidera that lt ia uautial that there be tunher 
diaouaaiona 1D. Bio de Janeiro before the atan4-b7 al"l'lllllemen, 1• f1naliu4. It 
ia 111por\ant tbat the reapoulble Bruiliu ottioiala are hllT aware of the pl.aD 
aDc:l agree that the plea 11 ~alrable and feasible. It w\ll.d be aoet de•ira.ble 
that the proposed 1uDd. repn-tatlv• to ll'asil partlolpat.a ill tm,e cllanuiona. 
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Office Memorandum 
DRAFT 

TO The Managing Director DATE, April 24, 1958 

FROM I Weatem Hemisphere, Exchange Restrictions and Legal Departments 

SUBJECT : Brazil-Proposed Basis for Negotiations on Use of Fund Resourcps 

There is submitted below for your approval a recommended Fund position 

with respect to Brazil's request tor financial assistance. It you agree, the 

plan outlined herein would serve as the basis tor opening negotiations with 

Brazil. 

l. Amount and basis of financial assistance 

The Brazilian Government is requesting the tollO'tiing assistance trom 

the Funds 

(a) a third tranche drawing or $37.5 million, and 

(b) determent tor a period or probably three years or repurchase 

obligations turing in 1958 to an amount ot $37. 5 million 

($17.25 million due July 1, 1958 and $20.25 million due 

December .31, 1958). 

Assuming that Brazil agrees to the financial program proposed below, it is 

recommended that the form or Fund assistance be that of the normal stand-by 

arrangement with the right to repurchase from the Fund member country currencies, 

as long as such pu.rchases do not increase the Fund's holdings of' Brazilian 

cruzeiros above its present level (i.e., 125 per cent of' quota) increased by 

the equivalent in Brazilian cruzeiros of US$37.5 million. It is also recom­

mended that drawings on the Fund be phased out so that the Fund's holdings or 
'I.., 

Brazilian cruzeiros do not increase by more than the equivalent of' US$5 million I ' 

within any thirty dq period. 
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A stand-by arrangement of the foregoing type has two clear advantages. 

First, the Fund's financial assistance would be extended gradually over a 

period of seven months during which the Fund would have the opportunity to 

measure Brazilian progress against the specific commitments undertaken as a 

part of the stand-by". Second, a stand-by in terms of a given level of Fund 

holdings of cruzeiros would permit an automatic three-year extension of Brazil's 

repurchase obligations in 1958 without explicitly breaking the five-year 

maximum period for repayment of Fund drawings. 

2e Financial polic;y__undertajµng_s of the Brazilian Government as 12art 
of a stand-b~ arrangement 

In consideration of Fund financial assistance as indicated in parag:ra.ph 

1 above, it is reconnnended that the Fund obtain the following undertakings on 

the part of the Brazilian Government: 

a& Budgetary policy. The Brazilian Government plans to reduce expendi­

tures for budgetary and extrabudgetary items envisaging a cash deficit for 

1958 of Cr$25 billion. Although this deficit is smaller than that of 1957, 

Cr$41 billion, the staff believes that further reductions in cash expenditures 

can be made with an ensuing cash deficit estimated at Or$20 billione More­

over, the staff proposes that the Brazilian Government undertake to limit 

the cash deficit to Cr$20 billion whereby any new expenditures undertaken will 
--

be offset by further cuts in expenditures under existing authorizations. 

The Brazilian and the staff proposals are outlined in the accompanying 

table. The staff feels that the larger cuts in the government proposals on 

extra.budgetary items are unrealistic as these items are not really subject to 

control. Also, the staff proposes an increase rather than a net reduction in 

the floating debt at this time. The increase would come through transferring 

authorizations from the current year to future years-

/ 
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1957 Government Staff's proposal 
Actual economy plan for 1958 

for 1958 Budget 
budget ---

I. Expenditure (gross) 
(a) expenditure against 

budgetary appropriations 112.9 130.0 125 

(b) expenditure against ) 
credits transferred for ) 
the previous years 2.2 ~ 2 

(c) expenditure against net ) 
credits obtained during ) 
the year J,.,6 ) 1 (This will be limited orily 

) to extraordinary cases) 
(d) loans to sta. tes and ) 10.6 

municipalities 3.5 ) 2 

(e) expenditure under l Article 48 11.,8 10 (including interest pay-
) ments to Bank of' Brazil) 

(f) other extra.budgetary ) 
expenditure 0.2 ) 

(g) liquidation of floating 
debt - 7,,1 8.0 ~ 

Total of gross exp endi tures 14le3 14806 148 

(h) additions to floating 
debt etc. 14,1 6fl..6 ..ll 

Total of net cash expenditures 126.6 142.0 135 

II. Revenue collections 85.5 117.0 115 

III. Cash deficit 41.1 25.0 20 
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(b) Credit poli_g:y 

(1) Credit to™:the Governmente Government borrowing from the 

Bank of Brazil and/or the private commercial. banks shall not exceed during 1958 

a net amount of Cr$20 billion. This would represent a reduction in government 

borrowing in 1958 of appro~mately Cr$19 billion, from Cr$39 billion in 1957 to 

Cr$20 billion in 1958. 

( 2) Credit to the private sector. The measures for restraint in 

credit to the private sector which the Brazilian Government proposes to take 

appear adequate. These are: 

(i) The Brazilian Government proposes to limit ~ank of, Brazil 

credit to the private sector during 1958 to a level not in excess of the 

outstanding level as of the end of 1958 (i.e., Cr$92 billion). In the 

staff view, this may not be realistic and may lead to an early abandon­

ment of the credit ceiling. It is, therefore, proposed that the 

ceiling be fixed at a level 5 per cent above the end of 1957 level, i.e., 

Cr$96.5 billion. This would represent substantial progress over previous 

years when Bank of Brazil credit expansion to the private sector averaged 

about 25 per cent per annum. 

(ii) The level of Bank of Brazil rediscounts and other credits 

to commercial banks shall not ~xceed as of the end of each month in 1958 

the level outstanding as of the end of the corresponding month of the 

previous year. 

(ii) The Central Bank rediscount rate is to be increased from 

the present 6 per cent to 8 and 10 per cent, depending on the nature of 

the paper presented for rediscount. 

(iv) Legislation has been introduced in Congress raising the 

maximum legal reserves to 12 and 24 per cent for time and demand de­

posits, respectively~the present legal maxima are 6 and 14 per cent. 
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Upon enactment of the new legislation, the Government will increase 

bank reserve requirements to the legal maxima and require commercial 

banks to deposit 50 per cent of the current increment in deposits to 

legal reserves until the reserve requirements are satisfied. 

(c) Coffee policy. The Brazilian Government has indicated that its 

policy with respect to the incoming 1958-59 coffee crop will be to obtain any 

withholding of surplus coffee from the international market independent of bank 

or government financing. In accordance with this policy, Brazil proposes to 

impose taxes in kind on the producer of approximately 40 per cent. This would 

reduce exportable production from approximately 23 million bags to approximately 

15 million bags. The 40 per cent tax would be separated into two components: 

(1) a surrender by the producer at the railhead to the Coffee Institute of all 

coffee below a certain specified grade for destruction, representing approximately 

10 per cent of the crop, and (2) a surrender to the Institute at the railhead of 

30 per cent of each shipment for stockpiling or sale for domestic consumption. 

The producer would be compensated only for his proportionate share of the sales 

to the domestic market. Should the market demand fall short of 15 million bags, 

the Coffee Institute might finance the difference between the amount actually 

exported and 15 million bags. 

The Brazilian Government should be required to give firm commitments 

on its coffee stockpiling program f'or the incoming crop year. This is the most 

serious inflationary- problem hanging over the Brazilian econonw. Outright 

government purchase or warehouse financing of the expected surplus would cost 

about Cr$25 billion. The Government's coffee stockpiling program is so important 

in terms of the near-term financial situation of Brazil that the Fund may wish 

to withhold approving any financial assistance until a firm coffee program has 

been adopted and announced. 
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{d) Exchange profi ts--agios account. Exchange profits under the present 

Brazilian exchange system and the system as modified by the staff proposals below 

constitute an important monetary absorption factor. Exchange profits under the 

system proposed below would probably yield about Cr$30 billion. Control of ex­

penditures from this account should constitute an integral part of any over-all 

stabilization plan. Accordingly, it is proposed that a com."l.tment be obtained 

that the use of the agios account be reserved exclusively for two purposes; 

(1) payment of the normal export bonuses under the Brazilian exchange system, 

and {.fa) financing of any stockpiling in conformity with the coffee policy 
the 

described in/previous paragraph. It is also proposed that the Brazilian Govern- 1 
ment be requested to agree to the sterilization of the local currency proceeds · f,....v 

c·Q,,v" 
~ 

of any foreign financial assistance received during 1958 from the IMF or other 

sources in connection with the stabilization plan. This can be accomplished by 

debiting the agios sub-account entitled "Reserve Fund for Exchange Losses", with 

an amount in cruzeiros equivalent to the amount of foreign assistance in dollars 

multiplied by the average auction rate for 11general category" imports in the 

month preceding the actual utilization of the foreign assistance. 

{e) .Exchapge system. The financial program which has been submitted to 

the Fund by the Brazilian Government does not contemplate any changes in the ex­

change system other than a recalculation of the 11cost of exchange" which is to 

apply to preferential imports {i.e., the present rates of Crt~51.32 and Cr$53.82 

per dollar would be moved to a rate of about Cr$60). In the opinion of the 

staff, although internal measures to end the inflation would make it possible 

to achieve domestic price and exchange rate stability, they would not in them­

selves be sufficient to assure balance of payments equilibrium over the longer 

run, particularly in view of Brazil's growing debt service and import require­

ments to support economic development. Accordingly, the staff considers changes 
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in the exchange system as an essential part of a stabilization effort. This 

will constitute the most difficult area of negotiations with Brazil. 

The present main import arrangements include (1) exchange auotions for 

private imports not benefiting from privileged treatment (at present about 

$600 million annually). The recent effective exchange rates were about Cr$170 

per dollar for general category imports and about Cr$350 per dollar for special 

category imports. (2) A privileged treatment involving a rate of Cr$51.32 per 

dollar for imports of consumption goods and capital goods recognized as essen­

tial to economic development and the national security (about $280 million 

annually); (3) a privileged treatment involving a rate of Cr$53.82 per dollar 

for petroleum imports (about $300 million annually); and (4) a privileged treat­

ment involving a very appreciated rate for imports of newsprint (about $40 

million annually). 

There is also a free market rate for invisibles and capital, which at 

present is about Cr$110 per dollar. 

The staff proposes that the auction mechanism be maintained as it is 

at present, for the time being. Imports receiving a privileged treatment except 

for capital goods, however, would be included in one single group to which an 

effective rate of Cr$100 per dollar would apply. Capital goods now receiving a 

privileged treatment would be subject to an effective rate equivalent to that 

prevailing for "general category" imports. There may arise a legal difficulty 

in the case of newsprint. Should it not be possible to overcome this difficulty, 

the present arran.gement involving a gradual depreciation of the rate would con­

tinue to operate • .All service and capital transactions now receiving privileged 

treatment would be subject to an effeotive rate of Cr$100 per dollar. 
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The present treatment given to Brazilian exports is the result of various 

arrangements superimposed to the established rates for the four export categories 

end presents the following characteristicsa Coffee exports receive Cr$37.06 

per dollar plus a bonus which varies in proportion with the foreign price, plus 

an undetermined amount of local currency resulting from a tolerated underin­

voicing of exports and the negotiation in the free market of that portion of 

exchange not surrendered to the authorities. All considered, the present et­

rective rate is close to Cr$50 per dollar. Cocoa and cocoa products receive 

Cr$4,3.06 per dollar. All other products in ettect receive through the so-called 

symbolic purchase plan varying amounts or cruzeiros which correspond to exchange 

rates of Cr$67 to Cr$90 per dollar. 

The staff proposes that~ two export categories be established and 

all other special arrangements be abolished. One category would include coffee, 

cocoa, and cocoa products and would receive effective exchange of Cr$70 per 

U.S. dollar. The other category would include all other products and would re­

ceive an effective exchange rate or Cr$100 per u.s. dollar. 

It is to be noted that all the proposed changes are possible under 

existing legislation. 

(£) Exchange budget. To limit Brazil's balance or payments deficit 

for 1958 in U .s. and AOL currencies ...... ,J'; the amount specified in the Brazilian 

program, p~ts tor preferential imports and capital service should be limited 

to the amounts specified in the Brazilian exchange budget, i.e., $.404.1 million 

and ACL$1.3.3.7 million tor preferential imports and US$174.2 million and ACL$49.4 
within 

million for capital service. Moreover, to bring pa,ments in 1959 to levels/which 

balance in convertible currencies is poasible, IIIIIOWlts auctioned in convertibv 

currencies should be reduced from the current level or $4 million per week by 

$250,000 per month starting in June until a level or $2.5 million per week is 
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reached in November. This would restore the monthly level of exchange sales 

to the level prevailing prior to the Government's attempt to appreciate the 

auction market rate--i .. e., $10 million. Should the fiscal, credit, and other 

exchange measures of the program reduce import demand, amounts auctioned should 

be reduced correspondingly as the dollar agio for the general category declines 

and in no case should the agios for the general category be permitted to fall 

below Cr$120 per U.S. dollar without an immediate reduction in the amount 

auctioned to bring the agio up to Cr$120. 'I'his policy shduld be continued until 

Brazil's lines of credit with the New York banks" are fully restored. To attain 

a 1959 balance in ACL payments, auctions of ACL currencies should correspondingly 

be reduced from their current level of ACL$3.2 million per week by ACL$100,000 

per Dl.Qnth starting in June until a level of ACL$2. 75 million per week is reached 

in November. This would restore the monthly level of ACL currencies offered 

for auction to $11 million per month, the level prevailing in mid-1956 when the 

Government began to increase the offering of currencies in the auction market. 

(g) Suppliers' credit. In view of the heavy debt service maturing in 

the next several years, measures are needed to maintain the medium-term debt 

burden of Brazil within the country's capacity to pay. The increase in Brazil1s 

medium-term indebtedness to foreign suppliers has been spurred on by a preferen­

tial import rate of Cr~~51.32 per dollar and the issue of exchange priority 

certificates. The staff's proposal on the exchange system envisages the elimina­

tion of preferential exchange rate treatment for these capital goods imports and 

the application of the auction rate to these imports. This should help con­

siderably in curbing imports against medium-term suppliers I oredi ts. The 

Brazilian officials have also informed us that SUMOC is now contemplating 

adopting measures to severely restrict the incurring of medium-term credits, 
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particularly obligations which would further burden the country's debt service 

in the next three years. The letter of commitment from the Brazilian Govern­

ment should as a minimum include a statement of the policy to be pursued with 

respect to new mediwn-term suppliers' credits. 

3. Other staff remarks 

(a) With respect to the timing of the negotiations, it should be 

noted that Brazil, pending conclusion of its negotiations with the I~1F and 

u.s. Government, has concluded a US$30 million, 120-day loan (against the pledge 

of coffee as collateral) with the Chase-Manhattan Bank. The staff also under­

stands that Brazil is negotiating similar loans up to another US$30 million with 

other U.S. banks. Concl11sion of an arrangement with the Fund, therefore, is 

not urgent and final conclusion of a stand-by arrangement with Brazil should 

await whatever period is necessary for Brazil to give firm assurances, particu­

larly as concerns its policy with respect to the expected huge 1958-59 coffee 

surplus. 

(b) Fund financial assistance alone is not. sufficient to meet the 

payments problem which Brazil faces in 1958. Brazil, therefore, is also 

negotiating with the U.S. Government. Since the financial cooperation of the 

u.s. Government depends on the program agreed to between Brazil and the Fund, 

there should be. some coordj_nation of views with respect to the Brazilian prob­

lem prior to our making definite counterproposals to the Brazilian Government. 

(c) An important problem will be that of follow-up on the progress 

of the agreed stabilization plan. The staff considers that it is essential 

that a Fund representative be stationed in Brazil from the initiation of the 

plan to the end of 1958 as a minimum. The role of the Fund representative 

would be to report to the Managing Director on the progress of the stabilization 

program and maintain.liaison between the Fund staff and the Brazilian Governmente 
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The person designated would be paid bis salary and allowances by the Fund and 

~ould not function in the capacity of technical assistant to the Brazilian 

Government as in certain other countries. 

(d) The staff also considers that it is essential that there be 

further discussions in R.io de Janeiro before the stand-by arrangement is 

finalized. It is important that the responsible Brazilian officials are fully 

aware of the plan and agree that the plan is desirable and feasible. :It would 

be most desirable that the proposed Fund representative to Brazil participate 
! 

in these discussions. 
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The Managing Director April 22, 1958 
. ,•-'. 

J:. Del Canto, W.B.D. 

'.··' 

i. . Mr. Casimiro Ribeiro, ~he·Ji,:co11-omi9 Ad:,riser. to the l~nis·~er of Finance .of 
Brazil is in Washington -to . assist the Brazilian. ·Ambassadol:" .to the United . . .. 
States :and Mr. Paranagus. in .the ~egotistion .of FQ.nd .financial assistance. Mr. 
Casimiro Ribeiro telephoned on Friday, April 18, and asked for on appointment 
to present to the staff the measures which .. t,µ.e. B:,;-azi.lian.;Government. proposes 
to take to deal with the current external payments :difficulties. 4,oaordingly, 
a. staff working grotip, chaired by Mr. Costanzo, was organized to listen to 
what Mr. R.i..beiro had to: report.. T.Qe vcrking groll.p :met with Mr •. ntbeiro 
Friday afternoon. (April 18) and .. Monday ·mor-.ail)g. (AP.;ril 21) •.. The mi~utes of 
these converaetipns are attached. hereto. · · 

2. I3niziuan fin,.mctal ,,Qf0f!17Wl . . , · 

The Brazilian stabilization plan outlin~ in£o;i:-mally:.to the staff by Mr. 
Ribeiro has the follo.wing w.ajor features: , · 

(1) An econonw· program in the federal l;nu,ig~t of :Cr$17 billion and 
the limitation of the budget defioit to Cr$25 billion~· 

. · . 

. (2) Ceilings to .be piaeed on-13.ank of ~re.z,il credits: .to the private .. 
sector .. at the level .reached Peeembeir. ,1, 1957 ~ 

(3) Implementation of a new r~serve requi.rement on commercial. banks 
requiring ;o per·aent of increments in deposits to be held to.the order 0£. 
SUMOC in deposits at the Bank of Brl;l.zil or in Treasury bills. Discount rat.~s 
have also been increased from 6 per cent.to.a and 10 p~r cent. 

(4) A coffee stockpiling policy,' the dett.dls of which are.not yet 
of£ioially decided, which will largely be independent of bank financing. 

(5) A: recnlculation of .. the cost· of' exchange. to in~rease the exchange 
rate for preferential. -imports to: about Cr$60. £rom the pr~sent Cr$52. 

• w• ,, :• '• 

{6) · To cover the estimated. balance of'. payments gap· £or J.958, tho. 
Brazilian Govermnent,,is seeking the following £inlllloing: , · 

.(a) F~nd dr;wing (third tranche) ~ $37.5 million, 
. . ' " . . 

· (b) Deferment repurchase obligations to· lr~¢! maturing ... 
1958 - ~.37.; million, · 

·(o) u.s. Export-Import Bank - $90-100 11i.illion, 

(ci) Additional lines of oredit with New York - ~)JO ruilli9n. 

I 
i 

·I 

! 
I 
I 

. : 
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pt• 
The tu111ac cliacmaaion elloS.~ tbe tollowiq intonaaticn ~ lapol"tM• 1n ...... 1., t.lae pl.a, 

(1) The 'bud.pt eooaoa;r pro1na 1• ratber ahilar to one adopW laat 
JNI'• The 1957 eoone1117 pl.a na alao tor Cr$1.7 l>illion. Hoveftr, t.i. 1958 
pro,na 41tten in that a 11Nter ..,., 1• for ellm.tnatlon ot iteaa (CrllO 
billlan inatead of Ort(, ld.lllca) ad a oorreapondiDw 1wU•r uount tor pen­
pcm«wrata. further, the Pnaidut tb.1• 7ear baa wutertaan not to reaton CMta 
vbioh 1• 1957 nd11oed the propaa b7 Crt3 'billlca. 

(2) The oeillnp on '1le Bank of Bl'lldl are 4Mdn•tl¥ aat1atanc»1"7. 
lowftr, tor MUanal reaaona the llzit will not be natl'iotive for •o• acntba. 

(3) Tbe nw nMne req11il'Ue!lt will naton and inON&M the rMtnint. 
obtained 1D 1957 l.,,r a aarpDal. 40 per eent NQ.uJ.l'NNt vbiob baa Dow larpq 
lapNd due to the ltaua naohinc the 11111.tiq ayarage reaene level. 

(4) The cart .. at.ookpillac prograa that 1• planned baa the wt aat111-
tanory feature of dlnotl.)' p1utn1 ,he burden on the pnduoer 1'J a OG11p11l.ao17 
alll'ftDder pl"'Od•l•. It 11, bllfev••• Dot 7et adopted and 1• not tbenfon a 
detillite UDMl"t•Jdq. 

(5) Tbe exobenp eya"8 reWlltl it• ar~tl'al'J oharaoteriaUca. lo 
alt.ention ia pluned 1D the,.....- apt.got pl'Oridlq indiridul oaanndiV 
tnatllllllt throqh the ao-oalled apl,oll• ~. rvt.ber, the pre-t ftZ'J' 
vi.de apnad in eftecti Ye rate• vill eontimae on t.be iapor\ aide. Furt.Hr oom­
plul '1 l• to be added to the tnatarnt of blpena bJ \II• int.l"odua\ion of nn 
d11Cll'lld.aa'°17 prohlld.tJ.on• ..i,-4 to inOl'NM the uM ot bilateral balanaea. 

(6) .llo actica 1• pl1 •• to •U7 t.be pre._t s, atea of enoovagS.q 
iA'NSt.llut 'br UN ot ..,.u .. , ---"· The rap14 1Don ... int.be bard• of 
indebtedneaa throup t.bi• IIJ'9ta le 119' MJ•• to direet oheck altboqb the 
pntitableDe•• ot tlw ind1Tldu&l inwaialll\ 1• ltlia\ly illftnil•tecl. 

4. QongJu•1op1 

(1) The working ,roup 1• of tile OplniOD. that the Brasilia Gonnmen\ 
now abowa peater avareneaa of• ....S.ouaneea of \be tinanoial 1itu.tiOD and 
i• more p1'ltp&l'9d to tau the vpe of Naauna needed tban vu the oaae a\ the 
ti• ot tbe noent fund •••ian n•it. The np1d depl'Niatiae of the CUl'NllO., 
in tbe tree IIU'bt and the 1llpOrt auotian Ml'ket bu al&l'll8d pultlie op1D1• 
end 1• briJ111n1 prea11111"'8 on tbe Gov tor aotlan to U'Nat the intl.atian. 

(2) The atatr groa.p v .. p Ten the 1apreM1oe that the Brasilia athoriti .. 
did not intend the plaa pn .. ated t.o be nprded aa lntlexible. It appeared 
that the point• ot vealmeu diaaloaed in the pnllllinal7 diaouuion algllt be 
aenable to nepUatian. 
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· (:3) The discussions also indioa.ted that the Brazilians expected to make 

an immediate drawing~ Thia would eliminate the possibility of devising any 
per.form.a.nee safeguards which from past experience may·be considered essential. 
This subject may well prove to be. the most difficult matter to negotiate and 
will probably :require Fund participation in a. joint operation with others to 
obt~n a su.ff.ioiently large ·total loan program to extend over a period long 
enough ;for perf o~ce to . be judged. -

.,. Regommendatipp 

It is re~o:mmended that the next step be that of formulating a Fund position 
as to the ba.sia on which· the !i'und management would agree to support a Brazilian 
request fol;' the ~se of Fund resources. If you agreo, the Western Hemisphere 
Department together.with the other interested ·Departments, ·Legal and Exchange 
Restrictions, will prepare £or submissi0n to you a draft stand-by arrangement 
and letter outlining the undertnkiugs of the -Dr~zilian Government as a basis 
for Fund assistance. · ' .... ., 

GACostanzo:eb 
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. April 21, 1958, 9t;O a .. :m. 

Hr. Casi:miro Hibeiro, rsoonomic Mvi:!er 
to the t<-inieter cf Finance 

H:r. J •. t1e1 Canto, Heste:i,1 m,ild.sphere 
Dtpart~nt , . . . · 

Mr. G· .. 11;. C~tru:izo, Wast~r:n 
· He!l:lisphere D•p5:.rlr..ent. 

lU!, Q.: David Finob, We.tam· 
· H~et;,here Depar:tment 

t::r. T. Sweeney, Western Ue7idapbsre 
Depe...~e;ent 

Mr. H. Ke~.al Eu.rdti:1, Exchanae 
ff.estr1et1ons ilfiipa:rtme~t 

i:ir .. Fdiaon ~:ay,9r;, ·t;e&tem 
Hemisphere De~rlime.nt · 

Mr. Saechett1, F,z:ehanae. Restrictions . ment o. __ ·-

After a short e-xobange of vieva on th.a proce::iu.i,e to ba :followed, Mr. · 
R.1. bei ro stated. hi a Oovf.l:minent t 13 intention to carry out o. compremm.si ye · _ 
stabill sati on program in ol"der to.. ci:rntrdn dom.estic inflation and reUeV$ .. . . 
pressure 011 the balance of pt\Jfiilento. H~ gave tbe main lines or· thia progrwci · 
as follows. · · 

l. fl '1.Q~l !22.li.£? 

'!'he . B:ras1lian Govemmen't plans to llr.i t the 1958 Fedt,ral Covernunt oaah . 
deficit to Cr~2; billion. T.his com,riared with a Cr,)A,l.l billion oun de.fioit 
incurred in tiecal 1957.. t1S vlll ~ re.mer..beroo., at ·th® beginning or the ;<'e&l" 
the &re:z!Uen au:thoritiee had estimated the .tisaal d1&:f'icit for 19~8 at s.bout. 
Cr,~4$ 'billion (ci<,140.5 bi -li~m or!g1nnl bu<lgetarl llp;0 rop:riutiona pl,u.a Cr8'8.2 
bil1io.q ~(lditicnel and, Crta6.o bi.llicn extr<101"(1it1a:ry expe:diturae,aa &g1liofit 
Cr~\117.0 billion !'$Venue- receipts). ln otrler to :reduQ& that deficit to a 
menagea.ble ~~tllde, the flu.dget Uureau. (IMSP) k&d prepared an economy plan 
designed. to reduee tito l9!H;l budif)t expenditures by Cr:314.0 ·billion. Und•r 
the directions rocmvsd :trcm tbe Prosldent ot th~ Uepublic> the llini.s·ter ot 
Finance bu studied th1$ plan .and had·.it'lcl"Qaaed the po~~jble saving• to 
cril7.l billion. Thia lattei• plan h11s been &pprovecl by tile .President and 
published in the oi'£'ic1al gasett~ aa the :progrstn cf the Goverur.aent.. ':'t>o s1-
sure the su.ocessfu1 exocuti on or tQt oconQnw plan, the l?l:'Osident haa ~iewed. 
the· plnn ·Yi th the le~ders of Parliemnt and obtain.Qd their i:lupport. 

'l'he eeonoroy program or er:;n7.1 bilUon consists .of cr;~;l0 .. 5 'b:Ulian or 
actual cuts in 'budgeted e:.r.:penditures and Cr26.6 billion at postponeant or -

. 1958 budget e,:pond!tu:res to future fisa~ years (entrl~:t1 to ,r,sio,p ! liaau).,. 
'!'he Govei~t aliqo propoies to limit e1trabudgetat:1 expendi turea in tiacal 

)· 
--I 
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1958 to CrI~l0.6 b:i.lllon and ontic1patos co.sh p~'W:lnts for conm'litmt?nts carried 
over from previous fiscal yer~ c;.t Cr:tB.O b,i.llion. The· Gove~nt also p~­
poees to take certai.n administl:"'J.ti ve measures to assu.re ~ttli zati.en of the 
eet,imnted level of Cr3117. bilUon. in fiscal revenu.es. The revenue f'!gµre in 
the original budget approved by the Brazilian Parliament wne cri'\130.2 billion. 

The Gov0mment ts e<;o:non:w program for fisornl 1958- can thue be summnri1.ed. 
. ao -foUows: · 

l. P..egulor t,ud.get e)tpendi turaa . 
2. Extrabuagetn.ry expenditures 
J. Oarr,r-over from previous fiscal 

years 

4. Total ezpandi tures 

5. Lesa revcnu.111a 

6. Fiscal deficit 

7. Q[i.rr,y·-over peyments to future 
.f.':tacal yes.rs 

Orl.e,rinnl 
19~-Buf}a!t 

140.5 
16 .. o-

s.,2 
164.7 

JJ.:Z,Q 

47.7 

--- 11 

47.7 

Revised 
J.~l §yd;m:t 

1:30,0 
10.6 

_.ll.a.2 

148.6 

11.7..Q 
:31.6 

,~.~ 
25.0 

The Government pr~poses to finance the Cr(,25 bi.lllon contemplated cesh dei'l-
. cit b'/ 1:ssuing Treamury bomla, ~r$l5 billi en would be pl~ced With the commer­
cial banks and the balrmae of Or(~lO billion with the Bank of Brazil. 

2. Presi1.pP1iPX 
Credit avru.lability to the j.)riva.te aector will be t-ightened in 1958 by 

an o,rev-all coiling on credit operations of the B!lnk of Brazil end a tighter 
J:"Sd!aeow:it and reserve :requi:romer1t policy for the. private commercial banks. 

a. D.&]!f.. p.t,.;§r,,u4,;t. On VJ.arch 28, 1958 the t•:iiniat~r of Finance ill-. 
strueted tho Freei.dent or the Br.uUL of Brnsll that total c~dit to ·the private 
sector e:idended by the Bonk 5hould oot exceed the balance outstanding aei of 
tbe end ot· 1957. The distrioo.tion of oredit within this over-all ceiling as 
betweoo departments Qr the Dm...1{. or Brazil and tbe ve.r.1.ous economic sectors 
is left to the Bank of Brazil. ?ha President of the Bank has concurred with 

· .. tbe l:llin:tat0rial instruction ami indicated tb~t he ~n operate under the esta.b ... 
llshed. ceilings 'provided that the: government policy with respeot to coffee :ta 
consilitent with thelle instmetiona~ The President or the llepubllc he.a agreed 
to discontinue making recommendations with respect to credit demanda o£indi­
Tiduals or economic sectors. 
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. b. £.oercjai brtnli!•. The Gov~rriment '!s credit progrrui! also inol.ooes 
.montb]J' oeillng5 on resdiseount,s by the Rerlise<.;unt Department . of' the Book of 
Brasil to the comrtercia.l berucs iil.t the level outstanding in the correepondint1 
roontb:s of 1957 •. ln addition, the redi&count r&te hos ~n :raieed .froln 6 
per cci.nt to 8 1ier cent ei.nd 10 'f,er cant• depending . on the nature of the Jla.pe.r. 
presented fo~ .rediecount. 

under exl.:,ting'legli'Jla.ti.on, the tte.Xlmm1 legal. reserve requirement tor . 
coJr.?r.ercial bn.,.ks :to 6 per ~nt ag-ttlnst time dep~si.ta nnd 14 pP.!r cent agdn8t. 

. d~nd deposits. · a SUJ-.XJC i,nstru.etion···of f-l~gust 1956 has recta.ired oosoroial 
bank• to depo3i t NJ r,er cent of. the cur.rent inarement in · demend depr;ai ts to · 
l•gal reserves until the !!'Zmmum legal reserves r:,f 12 a.nd 14 per 00rit have 
been re3ched. · !lost btmks. · have no1,1 re,acmecl Ol" ere about tD reach 'the. lJ., per 

. ce~t. leQl or le.gal reserves tor demand depesi,ts·.. The Goverrutent h~s, there­
fore, presented to the 1-'arlluent new legi!llatton raisine ·the (l(;il.!rtg en 
legal _Nl!.111,rves to 12 and 24 per cent on tin:.l'i and demand qe_poai ts, reapeotl.vely. ' 
The Oovernaent _proposes to · rei;uire banks to r.foposi t ;o per c~t of the ca.rrent 
~ncrement in depm.1its to legal reserves unt,il the n:axi1'1'llamleeal reserves um.er 
the new legialat.ion (U"e reached. 

Tho GOV.X'll'fl!eilt i,S COfl!liderin!t ~\ cotree policy for th.e coming 195S/59 
cn:•op1 v1.b.1.ch will plo.ca .. the hu.:rden or f'.t:Jffee vlthholding f'rom export tr,.erkets . 
pri!tJD.rily on tb~ p,:roducere.' . The aohelie under con.sider&tien., vl:dch wGu1d be . 
tu1ncuneed late in Me_'t/ or &B.?ly J\me 19,s~ will set, the ·r ollawing cond! t:1 omh 

(i) 10 per cent cf" low-:-arade coffee dell vered at railroad 
headis ·py product;ra 'Wi.ll be demtr~Jed withotd, compens~tioo; · 

· ( 2) 30 pe:r cent or· coffee deJJ.vered at rnilrp~id head.o w,.il. 
be withheld in the warehouses ~d.thout pG,yrr.ent to tbe pr«J.ucera. 
This 1,1toak will be available onl;r tor domestic ccneumpt.ioo. Si.noa 

. th" supply in the <1omes·ttc mer:ket will be increased -substantially, 
· a aignifieant decline in dol'?lfl@tio jo:ftee prices n."ld ·im inorea•e -in 
dome:i-tic con.~umptiozi is e:,.pected. The prod11ceril will receive tbe 
prooe1td:J trom the doo1e"5ti o a&les of' a off et)• . ' 

lt . .ts e~timated that the l9$8/S9 coffee o:rop will be or ti.ppro.xi=atit]T 
25 f.'J..llion bags. A vltbholiH.ng of. 40 pe.t' cent. ot this orop, equal. to 10 . 
11-:illlon 'b8.gs, will leave 15 ~lli<->'11 bt1gs for export.· Only tf thi.s e:iti'?ort .. 
abl~ surplus ermnot be entirely tl!!Xrketed. will the Oove:r.nment• through the · 

. l3ra~il1an Coffee Inst,itute1 absorb tho- bale.nco,. It 10 litStimnted that under 
tnis pl~ the burden on tho Government end the consequent intla:tionQ.ey t,£.t'ect · 
ot co£tee stockp1lioth 'o(,ill be_ redu~ .to a ·fldn.illllm!Jt, · 
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·• 4. · · f,;ict.1.!!r.B..: tli;2:ertnm· : · 

. . .. 'B0etu:i,ee of' e~t'ttJin- :1,:1olitiot1l. co~tsi~er~tiotis, the· 10.niste~ of· Finance is . 
. not pro,pareq. a't tbii ti.me to nmki.ii ruzy:. signitioant ohange. in the ~xehenge sys­
·tea. ~he: only atep new under oomtidetatior,, is the -recomputotio.n of the . 
· avsn,ge coat of exchange which is used us a )mrd!llJJl.t bass _for ietting the · . 

. exob,an.g~ :r.-nte far preferential imports. lt S.s :felt .th~t the new. o.ve,rage eost 
of. -xc\ianse w.1;!.l be establiahet:1 nt about Crt60 per u.s .. ,1ollar. Tbis will 

. r.e~ tm. :1norea;1e in ·tihe _rl1:te tor p:ref-e~tial .i,~po~s from .Cr05l~;i per 
t].G. dollar to about Or060. 

The sr,acial rcite for te:rtile e:Kport:;1 ct Cr(~l0.3 per ts.s. dollar ia: still 
in. ef."f'e.ett · ~t booai.use. of va~iOJ.13 dif'f.iclilti.es· i.ts ... appllco.tion b.ns been veey . 

· 11111 t.94. . . . . 

,. · Ea;!;imft!.12 .. l?m:an~s. f!tfl~.t ii!_195a ~P. nn~ci_ns_ Plii 
. . ·•. 

The· Bra:dlian authorities ~stiitate; tba.t the country will be· f'acf.l'd with a 
. p~merits deficit aq1.d.v&lm1t·.to about ~)200 r-~lliciit _in ·1958, of wbic.b. 150 ndllion_ 

. will. be in u.s. dollars: (includ:J.ng repurohaso or fS7.S million from. the Fund),, . 
and: ,;o ttdll!.1..;,n in .eCt: rum-t,oie.s •. The G:overru:aent p:roposer) t,o t'inance tbi1L 
d~ticl.t as followe1 · ., 

. (a).· ~.35-40 1:'illipn ~fil lx•- covered thro~gl'l. ~hifting or urtain 
:im.port.s (oa.ust.io· soda, pLUp, n::alt, etc.) to b.t:iatera.l agnement 
oeuntr;lca with which Br&~il has surplus bal.&"1Cll$•. N'o excha.oge allo­
cation VJ . .U be providfld tor these importi> from th1Fdollar ~nd AGL·. . 
areas. These 001.'Imodi ti ea vill be ,hi.fted to the apeCiii.l import;. . . . 

· category, ·and 'I)ecific auotions wi.11 be b~ld tor ther,r.; The .. a.uthciri.;. 
-·tiea. intenc1 tc keep t.he 1,'7.l·o! under ·these· spoci.£5.e a.uotions at the 
lev~l eorreopon<:linc; to ,at«io,., for tbe U.*~·. doll.al? in .the general 
aatagor,.r. · · · · · · · · · 

·'·(b) . Renesatio.t:l(on of \:;7. 5 m1iuon or repurchase oblige.ti on 
fro~, the &'und with· e. viev to .a r,cstponeir.ent! . · · 

( o}: _,;:n .5 rr,illion of new ·o.rf!,wing tro.ro, the FundJ. 

(d) . The Ocvemment :i:nt6nds to finru1ce the ~nde1·~ of aboo.t . 
$90 ratllion, by negotie.rt.:ing a.Cloe.rt with the·cr.s. ·aovermoont. 

The-'·~rai!.lian Government dries not i.ntend to avail it.iJelf of ·the under- · 
~t&r.ding sghed Witb the E:ipo:i:'t,-!mport Bank in· iiaabington in July 1956 Whereby. 
the latter wou.ld prolon~ the. t.in;e · o:!" certain pe.Jrr£ints p:rev1ou.~l7. extended to 

·· ·. Bra~il -whenever Br~~il •a (l?l.lar eui"illncs dropped bol0".1 ;J6o ·zi;.ill!on a month •. 



... 
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6 •. · ~p~pli~r~!.~..E!~ii': 

The Government intends to apply a strioter criteria reg,,1:rding imports 
finm1ced -with auppllera' credit. Row-(.rVel:' • no annual ceili.ng hoG beon set 

· on imports that in~r be FEtr1;;i tted under thi l.i ax-rangement 1 · nor has consider.a­
ti on been given to raising t® ra1te appll.cd to theaa imports. f\t present 
they benefit !rom the p,:eferentinl rate of Cr051.~2 per u.s. dollar. 
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I vrsu \o aek:Mvltlae receipt of 7ao.r leUer of "'-oh 2', 

1958 (rs/nITJ.l/tna.l.6/58) clTln« tvti,.r tnforaat10A c.aoern1ag 

Jn. ·dew of ,our remam we an r,ott.n, en the !abl1 of 

laxcbenff(l P.&t•• that t~ tJt lal,'\'I rete applicable to •o,.•rnme11t 

Md ofttotal Noeiph" la Ci-$12.,0 per U8$1.. ln "c01'4auce vl\h 

the •~station con\ain•d ln the la.al pullgapl;l of 1oui- letter 

"1• ~ <tal.•tt~ '" words "••oept red•kred ttnaACtng ot 

unque,Uoaable inhttet• from un4•r tba heo4in« 11e9,,o n u~ u.11.U11g 

(aianed) fmng S. Pti~dfrl<.Td 

%"11La I. J'riedman 
Direct r 

llxCMlll.. let ,r1c'1one Dlpartmot 

oc1 Ir" Paranagua 
Y1HD 

.. 
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.... bll8 int that the 
Bi I s1J!• AabeNa_. 1a i....s.ng bned:latel.y to, ftlo 
_. th&\ D0t, lllltU be g9'e bad&: to Waehincton~ a 
-* _. ten -,. W1111t. be poulble to ean-
aiul' a t.ta \abl.e tflr Bard. d.1.acaNlm fl \hld.p 
~e:t.1Gftll 1'8PC11'. 



Rio de J'ane1ro, March it', 1958. 

Mr. Irving s. Fi--if.ma~ 
D1redtor ot Restri 1o~t>e_~tt•~ 
International Mone ry ~ · ~ · 
19tti' and R. St~ee s, N.W. 
WasbJpgten 25, D. C. 
p, s. 1.~ · 

-Dear Mr. Friedmu, 

-
Orig& ERD 

cot Mr. Paranagua 
WHO 
Mr. Kalivoda 

In re.~11n1 to .your latter ot Me:rch 12, 1nat., we 

~are pleased to advi!ee you that ace,drding to F'Und's interpreta­
tion there are no e~cll~ng~ transactions taki~g place at tbe o! 
t1c1al buying rate ~f · .~ per US$1.00. '.this is the basic 
- tet.o wrc air nuaes . fo-form . t -t"ni mF· ·rere,-g 

' 
tQ as effective e ange rates. 

As to "government ~nd o:t'fic!al rece.t.pts" we would 
like to 1.nf'orm you :that the7 are conducted at the parity rate. 

We also take this oppo:rtunity to propose the fol­
lowing a-lteration -ion page 12 of your draft: 

Under ·the head inc "89. 50 (F'lucrtiuating Free Mar -
ke:t Rate)", after the ,rords "_All incoming capital" please 
cross out the expr~siion "excep.t registered !1nanci)'lg or 
unquestionable int~rest". 

V~ry tru1.y ·y9ur, 
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M1niater of FiDance, Rio de Zaaetro (Brull) 

Have diacuaaed the Bru111a.n situation with the qroup which 

recenUy v1a1ted your country.. Confirm that established Fund 

piiicy applicable to all members in connection with drawlnQB 

beyond equiY&lent of flftJ per cent of quot.a 1s u stated paqe 120 

Fund Annual Report 1967: "In the cond1Uona of today, the qeueral 

prlllciplea set forth in recent Annual Report• as governing 

the use of Fund resources beyond the first cr•dlt tranche 

mean that members' request• for such drawinga or stand-by 

arranqement1 are likel7 to be f,.vorabq received where 

13y Canto, GA Coatam~ they are intended to support well-balanced and adeq\late 

proqrama which are aimed at establlahtnq or maintaining 
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the endurlnq atabillty of the currmciea concerned at 

realiatic ratea of u:cbanqe, and may therefore reuonably 

be regarded as eatabliahln; the cond1t1ona for substantial 

prlQ'ress toward convertibility. " In light of this established 

policy I could not, as M&naqinq Dlrector, aupport transaction 

with Fund in absence of an effective proqram consiatent with above 

policy. 
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'l'he bla.naging Director 

Joseph Gold 

CONFIDENTIAL 

Should we consider a. gold colletei·al tram:ia.ction with Brazil? 

1. If Brazil's needs a.re of an emergency character, relations 
vi th the member might 1Je damaged for aome years to come if we refuse 
any form of ass is ta.nee. At the same time, any aim is ta.nee that~ we 
might consider should not undermine the Fund's policies. One way in 
which we might of:ter assistance without departing .from established 
policies for normal tra.nso.ctions is by a. transaction with full gold 
collateral under Article V, Section ~-. After all, if the alternative 
we envisage is the sale by Bre.z.i.l of some of its gold, the trans­
action might as well be with the Fund, and in a form involving a 
certain element of credit. There would be the further advantage 
of opening up a new type of Fund transaction,; hitl::.erto there has 
been no transc?,Ction ir.wolving collateral of' any kind. 

2. Some yea.rs ago, when the Fund vas inac-ti ve in operations.• a 
detailed project for sold collateral transactions was put to the 
Bourd, which, however, did not discusa it. Among the reasons :.i:'011 

this absence of enthusiasm were the follo1r1ing= 

(a) Perhaps the most genarally shared reaction lias the fear 
that gold colla.tera.l might become a habit with the Fimd, 
even in ca.see where collateral was not Justified. This 
fear should be a.lmost non-existent now. 

(b) Gold collateral loans are undesirable because they 
enable monewry a.uthori ties to "window-dress" their 
accounts by showin[; gold -which they own only in the 
sense of having the bare legal title. 

(c) Competition with other institutions offering gold 
collateral loans, and on terms more favorable than 
t.hose given by these other inst,i tutfons. This raises 
the question of c'r.arges, which is dealt with in para.­
graph 6 below. 

(d) Gold collateral transactions might induce the Fund to 
enter into transactions on e. large scale without 
insisting on appropriate policies on the part of mem­
bers o It was f'ea.red that there would. be a progressive 
,me.kenil1g in the rer,olution oi' 'both Fund and. members to 
insist on and adopt correct policies. 

(e) .'rhe Fund would nevei~ have the courage t-0 foreclose the 
pledge; so that gold collateral transactions would be 
illusory. 
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3. If it is felt that such arguments as those set ~orth above 
are not now sufficiently persuasive against a gold collateral trans­
action with Brazil, the transaction could take the form of a sale of 
currency for say a yea!'. against a pledge of gold for the full amount. 
It could be ma.de clear that this was a transaction (a) peculiar to 
the circumstances of Brazil, (b) intended to provide a relatively 
short.breathing-spell for the formulation of an exchange reform etc., 
and ('c) not. implying ariy general policy as to the use of gold or 

·other collateral. 

4. It has been thought that the Fund would never foreclose a 
pledge, because this would pubJ.icize a default by a member. However, 
this problem could be avoided by giving the transaction a. form that 
does not appear to involve foreclosure. This could be done by · 
attaching to the. pledge an ~nconditional agreement between the Fund 
and the member that ifrepurchase of the currency sold is not other-· 
wise repurchased by the end of the year (or other period chosen), 
the gold would then be used. for repurchase. 

5. When the :project for gold collateral transactions was last 
submitted to the Board, a model pledge agreement of a very complice.ted 
cha_racter was attached.. The main reason for the complexity was that 
the Federal Reserve Bank of New York was to be a third party as holder 
(bailee) of the gold under the pledge agreement, and the Federal was 
meticulous in its cqncern about its legel position. The model pledge 
agreement was negotiated with the Federal but I do not recall that it 
ever expressed its formal assent. It seems to me now that we could. 
avoid these and other complications by.taking a transfer of the gold 
into our ordinary gold account, so that a.s far as the Fed.era! is 
concerned we would. be the owners. However, on our books-and in our 
accounts we would show the gold, during the p~riod of the transaction, 
as held under ea.rm.ark for the member. That is to say, the form of 
holding would be the same as has always been employed for gold held. 
under.earmark pursuant to Rule I-1 of the Rules and Regulations. If 
the gold were ultimately used in repurchase, it would cease to be held. 

·under earmark. 

6. There might be some argument, a.s in the pa.st, that gold 
collateral transactions should be at lower rates of' service and 
variable charges. Probably, lower rates could be levied. on the 
theory that the referenc~s to u11iformity in Article v, Section 8 
mean the ea.me charges for the same type of transaction, and that 
reasonable distinctions as to type may .be made. However, it would 
probably be unwise to reduce established rates and provoke arguments 
that we were encouraging gold collateral transactions.and competing 
with other institutions. 

7.. If IB.'ID loans to Brazil contain standard IBRD negative p-l;edge 
clauses, Brazil would have to get the consent of the IBRD to a gold 
collateral transaction with the Fund. 



• 

Ill'. Par 1aeobe8o1l• Manactnc Dir.otor 

o. A. Coatanao 

IA•Mi9R to Brl•il 
~ 

March 21. 1958 

1. Attaohe4 1a a 00p7 ot an aide-aemoire wtuoh tbe hn4 mlaaion le.A 
vith tlla Mlni.ter ot nun.. The purpo• ot thia aide,..aemoi:n vaa to oreate 
a reoord of our t1Dal ••Unc w1 th the Minister in wh1ab w IIIIIRPllr1Nd oar 
filldlnga and pointed out the ,u•1alt7 ot a bs-oad approaab to the Bra.S.liu 
tiaanoial problem inol'fin1 naoa1. ond1 t, em__,. aad toreip debt maup­
ment policiea. YOG will note w nooanendad that a Bndllan vorkins group ha 
established to tomalate a gcmtl'DIIU.tal aot1on progru,.. V. IIUIPate4 that a 
vol"ldng groap ot tbe BOK)C Couaatl 1111.lrt N • appropl'late baq tor thia wort 
1n that 1 t 1nolude• the prlao:lp&l ttnuc1al -aeaa1•• ot the Braa111an 
Government-the M1nill't.J7 ot Pina.nae• tbe Bank of Bra.Bil, t.be EaonoJd.a Deftlop­
-t Bank, and the SUJC)C •cnt.ariat~ 

2. The Min1ater'• re-pi, vas that he vaa aaable at tbia time to embark 
on a broad t1nana1al program due to political ditf'lGll.tiea be.1.Da encountered b7 
the Oovemant and an J.aponaat OODCNuiClllal eleotion which 1• in the offiq 
(October). Tba Mlrdater 1D41oated that tbe aoat be oould do waa to gift ae­
aunnce• that M would do bl• beat to pos\poae budget expeadlture1 in the OOld.ng 
months with the hope tbat pl'ellRlftl OD tbe budc•t WQul.4 au.baide after tm 
election.a. On the Cl'lt41t tl'Oflt, he 1nd1oate4 that he had giftll t.elephcme in-
1tNetiC1Da to the Preaiclent ot the Duk ot Brasil to piraie a b11hJ.7 reatrto­
tiw credit poUo,. With Napeot to the prJ:nte comereS.al banu, be intend• 
to soon propoae to c:onp,.aa a law vbiah would au.tlaorla SUK>C to raiN J.aaal. 
reaene ~'• up to a max:imwn ot 6 and 24 per oent cm time and demand 
depold.ta, The pNNDt. lepl max1.mma 1• 1 per oent tor t1Jle dspolite an4 14 per 
oent tor demand clepoai ta. jJ:tbolJah the "1n1 ater appe8N4 to agn,e w1 th 0'11' 

ob•natioaa on the abort80ll1nga ot tlle ezlating exobanp lf7llta.t he pft no 
1nd1cat1on that be vu pnpared to do -,thug on the •X4m11Dge s,etea in the 
near iuture. 

J. The Kla1ater aa4e • pi.a tor Fund aaaiatanoe eYH on a aall aoale 
beoauN of tba llmediate •ft•crt• en Brasilia pQ'oholoa7 ot the announoaent. ot 
eu.ob ... 1atanoa. He felt that thi• help VOllld bring an end to the p:n-t 
apeOlllat.S.on qainat tlM oruHiro. Ia Yin ot the ftl'7 lw lewl of Bramillu 
nNne•, the Mlniater aaked to reoe1-n the Jund 111111ap111Dt'• naotion to• 
Bra.S.llan dnvtng aa earq aa poaalble. The "1nd mlance inc!loated t.bat it 
would urge the Fund .......-t to give a npq b7 the eloN ot b111d.nesa on 
Mond.q t Maroh 24. 

4,. hoa the 8fferal diacsaiona with the MlDi.eter and hi• 1111D8d1ate 
ad-naora. I oame av,q v1th the 1mpreaa1on that Minister Alkld.m 11 oont1dent of 
ptttnc help troll the Uni tect State• Goftmment vi thout an eOODOlllc program.. 
He 1•, therefore, amd.w• to pt a def'1n1t1w :repl.7 troa the 1\1nd llllll....-t., 
1nolu41ng a ntuaal ot tiDao.tal ullataaoe, ao that be oan renew bia nqueat, 
tor asalatanoe to the u.a. Oonrrmmt. A Fund ntuaal will enable hia to Worm 

• 



- 2 -

the u.s. Government that he approached the Fund for assistance, but the Fund 
turned him down. · This enables 1-linister Alkmim to renew his request to the 
u.s. Goverrnnent for financial assistance. The Minister's economic advisor 
informed us at the airport· that he would probably be in Washington in a few 
weeks to negotiate financ1al assistance with~he u.s. Government. 



11\tllll rs BURM a.1111»• 
J.atlaU• ooaUJatlla to - lndl '• .... •'1•• ~ 

- tea a1 .... sa1 ot adftll.. lffl, \lie N.81• ,.,.., tor latla-
-•-'· fte ......... , t1efifd\ pw at UI a1uldDa ft- la 19ffe 

IIOft ,0 -t dOft \be pl'ffl-
Bft.all ....Ut ft'41 ••MIO 11W '7 onr 
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· In 1957 the- auq:i.~i:u~ion Qf- ~,.U.t lie.• prartly i.1.bsorbed. b.}' tile foreign. •i-. 
change ,11ale~. - ln oon.vez:'-tibl• ·.nd #1L e~r~noies {1-uelu.ding the dr&wint-: 
tr,;;m-,U1ii> l'llt~.rnatio-r~l tionett\ _ ?und}; -iipp:roxtr....atoly U'd:)~20 million w.ni 
zold ,in ex~sa o.t :purchit.Mff. ·- A. def! cl t or tbi a ~eriitud~· ei~mnpt _be .fittane<td 
in 1958 nnr1 _ ccrr.seq~•ntl7 the d .tea.tic imp~ot of tk@ Jttfltrtion ~1lsl ~ in~ 
C'.t"er;uacd. .filso, ~·- the ored!t -~~aicr. ln 1957 w1:ui -~1~rliculfirl:y eonuen... , · 

-tj'>~ted :la:t0 in: -tho ye•r• tempo -att-ily el'"JHlt~o bal~nwa !.n"reased w.ithou:t 
bt:ing retl~et.•d in prico advatl s. ll'l 19,8, thi.s past liqu1dity·ii.ill .'bee.r 
'honvlly ~ de~rind. !t 1 a oont ntly t;,o, be ~int'boretl that lite f',lbli,'O i,r11 
net bold criJ.eiroa ;,;:~:absta."lti~l. '!i in ¢xo,es;s of workin!{ oolitnces. 'Boscnd ~­
~.:rt~n po.tn.t the e:!ctts"S vi.11. ~• urZJed 1.'ar: pJ.rcht11'(1 eitt-~r of (~!J or of 
fo~igP exchange. 'th$ £ir~t' B £;l\3 O!' th! t5 b-.1ve a_il"()ggy. l::~;,J reg15tered in _ 

· thr.e 1:4uction rrarkei~d .'li\t~r <n the ~t.>.r :Jill be retiiltentd in ~i.1b:sti11tia1 
•rl•anc:~t! in d~estic 1,rie00. . . . ' 

·;iebc foreig!i exch6.nie 'jJOli1 ion or B:ra~il, roflectin~ the sub11t~ti~ 
ilxtl.ll.'flal iU1balat\ce, ,letet-ioNt . shtl:rpl.y fn,' 19$7. .ei.onve:rtible: eu.r.Nn~!~$ 
to tbe amount tlf US*3.53 :tdlli _ . we;re u~ t.Qgether ~th th0 ~uiiral&nt qt 
ns~167 !iiilli.,m of mt ~arnneie; • Tbil') ~clur.md t,t:a, level or nveilabl@ re ... 
Mtt~a, lnc1ud1nit !'1,ll li.m,a -o.f· ¢~di t; to da'1c;erciisly low levels. 

F'ol' 1958, tat.~ ~::M.ohtm'eo btJ-: ~t ·f"o~.;;ltrt(lid 'ey· . the. l{ht,M:eir& cl.a Ca.rn.bio 
*h.ow~ tJ. dttfici t ot (\128 :r,illio · ~n ~t:.nw$rt:lbl• cuneney." Th• Ca.1:ttdra as..­
s1111tMJ, hoi...,ntr;, dr.l':U~r ~l'l:m:10$, of' G-60 ~illlo,n r,~J.": Jr:Qn.th o:r 4,Y';'r,J rdllion per 
anm.m_. 'l''M:1 1:JV&l-of do1la.r,e1mtngs le ~11.e,ht1:rMtbe:t than the l~·Hl_Qr 
doll.at" "e:minia in 19~7 • i7fl'/ r Ii 1Uon ,- e.nd t..J~ld .:roqu:tre dollar e!'t.mine,s 
fro~ oot:r--00 ~!{;r th.-e 1957 lc..,.rc • ln litl'lht ,,r the ooftee .d~lot•nt8 in· tbQ 
first. ~-1/2 ~on.Hu, of l95S Md t'1'1.'iiJ.t15 i:iito co-.risiiJol"&tio~ _SilfsiCC.1s export pro­
jf}ctiozut tor ,19,8, _th• lfitt;rn4 io.nal ~::~~trir_f Fund ItiJi,t,iep ~n'iv-e, at .tht 
C®Clu~:ton th.et ror p1Mn1tlg: r -r.pooos d::,13:l.\r es.-rnlfiJ'::.il in 19!i8 ahol.lld p:robabl7 
not 'oo est.imri~d a.t &. l~.vel hi: hor thrira ~;650 t;i,illS.on. TM s "cmld :..6C t1.bout_­
it-70 ;e:i::1.1Ur.in t,o th,tt d_oiar def! it shoiilx i.n tbti e>toht1'1ge. budget; h8nt», ti 

_ dolla.1'.' d.ef'i. c1 t in ,195g of ~pp.; -x.i1MitGly 0200 ~illlcn. · 

'!'he fiittim~t• of ,!Ii rl.o1hr e.f'ieit of 11:St~.200 :m!lli-ort. is ba•d -on -t.h• 
flxi&ting prr.ctiC!I e;f art ex:Qbt4C.f f,! bclgtiib' vM. oh d.etentloef,I directly the ar.°'mt 
().f ex-cbe:n~ so:ld~ the tu.rthor ·1:n..f'lation a·rilli&1.rig from b<.JilE&'tt1:cy det:toi.t• 

-·_ dUl'inr, the cour~ ~r the ye,ar hDal_d no'L, as long 8:t d.irect, ce>ntrol 1~­
~tt.intdJ,t:d on "xehange ellceaU ons, c"'u~ a· sub:!iit:.m't:i.al · 5ddi.tioo to the ex:­
t~l'l'.Uil p~yNnts d@t!dlf;,.· _ The i. · lnt..i.¢ri~ 11ow-evor, will result !~ ~- f\JrtbfJt' : · 
rise :tn th$ &UO'ticn_ and fN-e l!":.. rii.t1't exch~n;r,e rnte~ and ~ake -the propo~d 
redu.ction. in. preffll~"nt.idl 1~p-ro · 17 111~re ~vers ln tolt.ttion to demarid~ le~.S.ng -
to bi gher d:oacurtic prinea o~ i'i U't)! tJe& in \he_ tU:pplf e:t tbG&e p1'tf9re.ntio:J. 

- .im.po:r,ta. · · · · 

1'h1s poleitfon is ~;:tr&.~· s$1dou~ fol' ~a~ll~ l~ewog thnt this dttf!;.. 
-olt dotll.l ev~:ntu~ta, 8r11til wi. vi:rt..UJAl1y h.~'¥1~ exbtUlt<sil" ~;iJ,:l avulabl~ gold , 
and· exoba."lge rescur~t. At the be~nntilg t-.,f 19,9, Brt\~U 1-1ould -be defenH- -
le~s a.gain•t ext'l!Jronl f"luctuati ··Jie. ~~cul~tJ.cn in coffee will pc alaost 
il!l1'6s;;ible to eom1ter a.;s i?ai--mdi t• •xchinice ef.?.t"Ding_s o1ill ·he e1aen:M.~u i.f _ 
nr~dl i~ t:(l,t. to default on n, (le. rmigo or existin~ c~:tments., 
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MAR 1 2 1059 

Attached t• a ee,r et a le\hr whioh w an \od-, 
fftlUD.g to the ~a«.ae1a d.a MoedA a do Crectl\o. 
J th!Ak yn vU\. -~ it Hlf-e.1p\u.•to17 c4 I d.o aot 
b:l)eot tha, &fl¥ &ctt.on on r"'1Y !)&1'l w'111 'be aece,s-,. 
IOW"ter, 1 . u keeptag 7au. Wor•d on thll potat •bould 
the :!ras111an au.\horlUae eonault 7ou enauonln~ ttwir 
npl,r. ~uallt. f•r 7ov.:r pr1T• l.D.fol"llation, "'8 an 
Got e..nain vbltther \be osl•t lon et •~nrn119n\ aRA 
dfflcdal neet.,p'8• -'•J' ,he ot'fteial bti,10~ rete ot 
ot-'18.:,6 11 • tno~~cal •rror on tbt1r part H' 
whether in f¥\ lhlN tru•s~ione -.r• taldac plM• at 
•o• other raw. In tba l&Uer ca ... the Bl'H111u. 
au\hotttl•• 1AOU14 of c&Uff lafora us vba\ la •m 
applleabl• rate and wheD the ~ took J)aN. 

I bust tbt veJ'k of tht eiulou la proaffdiDC 
•a'1dae'l•z,i17. lith '1(1nd Nt ~a.Jd.• ~• ,..-.. 1:r t\a4 X:ezn&l, 

1111iol..Va 

.... .. '- eo., ... 
1o,e1 l:re-t•1•~ 
.. c1a JMeil'O 
lr...U . 
• neaa/mma ~ 

~ Immr s. frifldrnQII 
lntq s. MedNa 

"Dtreolff 
Jaeha• ••~naUoiut 'Oepar'-•' 

oc, • 
' ,:l{D 

..... 
/ 



' 

MAR 12 1~58 

I wt tie lo .-.wt,4• reoe1p et Y._fll!IR 1 w 
et Jeb,_.. z,, l9,S (&/DJ.Yr,/ . • 2'/t J nk\tU11g 
10111" COIINBb oa O'ClJ' dnft of \be tlZGNII~ .,.., •• at 
Jrrizil •• Jr•JtaNld tor the Nbtll .tiDnU! .. p-,1 ·,. 
llol\an.g,e :natin.t1ou. 'Im chaa~ wd4'1 76Jl pn.o .. 
ar• Hh« i rpon.tel bl • "-.t•d. trat, Ml t.\ 11 
44td'tllt4, te d)NII Uwab f•io IM 'NUl>l• wide 7'0'& 

P.• \Glen la tl:lh eon .. d1o,1. 

'l'DN u. hcn,otnr. @e ,.sat •• ~ " 1t1•ll 
u --..at. la. tbf hbl• of ..,.,.. •1•• vt\lob yoa 
--. tu.417 bJIOU"'' ,ap.. o-da,t fo'I! •• ,__ no"" thfl\ 
ti.r. are no trau81CUou• 11ete4 1Ul4ei- tlaa oftlalal 
'tiW;rbg rall• ot lri].8.~ I1 11 to N ~:r,toOtl tna 
I~~-- la ,racito• ao ell --- t~aotton• at all 
;u.e i,1-ce at ~- effici.-. lnqillf ""' '9ra.,. ,ov. 
voa24 Jda417 •fflN \Sa on 1h19 pe1s~ aad itdtca\e undier 
vbiat,. ._ t, at. Ho.,.,....a• c4 oltt.c1&1. reee~ 11 

a.bolllcl k ~a.a. 

Joo•o-4• .'.>lpulua, 
»1~111 ... ~ 1.-.raa,1onal Affatlt 
"1ittbittn6tau,u 4a llaeda • do on4lM 
110 de JIMIM.r• 
>r .. u 

llbli.;.,aa/.-a 
3/6/58 

.tpproved by Weet•l"Jl 
!e)!'isphcN 



llr. Par J.cobnon 

Jorge Del Canto 

llarch 12, 19S8 

llr. de lloubrq bu prohabq called your 

attention to an item on lruil in todq'• In -
~ Tiw, page 17. !be att.ached recent i.tter 

froa Mr. Black to Kiniste:r 4lkw1n will be at 

interest to you. 



I Narc:11 ll, 1958 

Mr.-~= 
'Blank Jail tor J'OIII' alaritica­

"ioa on Brull, lut PriclaJ. Toa 
11&7 be 1.UerNtecl 1D ._ at....«! 
..., 1iba- I .. t the 11111111Ciaa D1NnGr 
1io aaJa ... 1.bat -,q ---t•ed1 .. 
of peliciea tor tM ,n vucba 
1a cor:aen. 

JDelCanto:arb 



IN TERNATIONAL FINAN CE CORPORATION 
181 8 H STREET, N.W., WASHINGTON 25, 0. C . T!::LEPHO N E: EXECUTIVE3-6360 

PRESS RELEASE NO. 11 
FOR RELEASE A.M. NEWSPAPERS SUBJECT: IFC Investment in Brazil 
March 10, 1958 

Robert L. Garner, President of the Internati onal Finance Corporation, 

announced t oday that the Corporation has reached agreement, subject to complet:i.on 

of the necessary legal formalities, for a $1.2 million investment in nlinkraf't, 

S.A., Celulosa e Papel, a Brazilian subsidiary of the Olin Mathieson Chemical 

Corporation of the United States, for a kraf't pulp and paper project. 

Initially an existing kraft pulp and paper mill, together with a hydro­

electric power plant, and long fibre Parana pine t imber land, is being purchased 

from a Brazilian corporation by Olinkraft. The mill and property are located £..t 

Canoas, in the Sta. Catarina Province of Brazil. 

During the course of 1958 new equipment will be installed to balance present 

facilities to enable production of about 35 tons per da.y of unbleached kra.f't pulp, 

paper and liner board. 

A~ soon as econnmic conditions justify, Olin Mathieson plans to expand the 

capacity ~f the mill to 8o tons per cay, and to acquire and develop forest 

reserves adequate to meet the requirem~nts of' the expanded mill on a sustained 

yield basis. 

The total investment in the project ia $4.4 million of which Olin Mathieson 

has invested $2. 2 million in the form of equity and a loan of $1 million has been 

received from Brazilian sources. IFC's investment of $1.2 million will be in 

Notes, bearing interest at 71,. The Notes will mature from 1963 t<, 1970 and may 

be redeemed at any time at par . The Corporation will al.so receive a 12-year 

option r,n shares having a tntaJ. pe.r value equivalent to the face amount of the 

Notes nt the present rate of exchange. 



Off ice Memorandum 

TO Mr. Jo ft/ DATE: March 10 J 1958 

FROM , A. Foz 

SUBJECT I rience with Swa O erations 

Brazil has had a long experience with swap operations. Before the free 
market was established in 1953, it was used by the owners of foreign exchange 
exclusively as a means for obtaining cheaper credit by taking advantage of the 
d ference between prevailin interes w1;lJ..JUXJ abroa.'1. Later, due 
to the uncer an s nvolving the level of the free market.i-ate, swap operations 
became even JJ!Pre desirable to investors since ' it offered a hedge against a pos-
sible depreciation or the rate. ~ 

In general these operations were undertaken by l!!ge foreign compani,e~ 
~ing eafQf acceas...:t~.sre~jt !uc:5::3:itiss. e'm:Qad to a~ their pormai ~r . seasonal. 
credit re!fiiPements either importers and manufacturers such as Stamard Oil, 
General Motors, etc . , or e?922tfen such as Iii!erson ciayton, etc . ). 

The worsening of economic conditions ,!D,. general and the depreciation 
of the rate hr thb freemitICJtet;· ffi"a.1t<ll't!'ci1.i ... t:o the sporadic intervention of the 
authorities to maintain the rate at levels sometimes quite arbitrary, resulted 
in swap transactions being also used for exchange speculatio 

The usual swap operation by the Banco do ~ calls for the payment 
of interes'tFat,~~-.c.ent per annum, o£tni prfvaw ;Cirm, has a maturity 
of fgo da)':l:!.<..,:r~n~a..EJ.e and the s~e rate of exchang! (sometimes a mere account 
rate} for both spot and forwara transactions. ·--------~-- --··.-~"'··-----~ ~ 

In the initial period, it could be said that swap operations were, if 
not advantageous, at least innocuous to Brazil. However, wben inflationarx _, 
ptessures devel.eped am it was necessary to impose.......c;cedjt ... l."§.§~r~~~~~o~I'!~, 
engaging in pwap opera.t.i,_sm~)"esulted in the need of e_!en ~trio~ ,c,Fed!~ 
restrict~ at .,least to th~ ~xt.en.t.~.r.re~I:L~~t1!.~.-~_~f!~en_c,!?~Ween 
the rate at whicli the . sw~_ ~o_nt:r_:~~t ~~as_J.!18d~ al'!d_:th~~ t_a~- ~t .b'hlql'.!.. the exchange 
was re§..9].~icfi was ~~aJ+y !!'~ -~~eggL~Jl.,... ~he exchange rate began to 
depreciate and hedging and7 or ~Eeculation_ ?..iJl.i.llfl:t- tbe. .i:ste see,ame u , iBeeeii:ive 
to swap operations the Banco do Brasil' s si tion became eveu. ~~e~.~mlner~e. 
Not only credit restric o ~ 3''!'!!:"""'l~~"""u~;,oviriu~ m-uzeiro· los e 
incurred wheneYer the pk ba4 tQ tem1ns-te ,,a.. ~ - ;t:r.:tmsaction bz selliy 
exchange a~ a rate lower than the prevailing market rate . • 

. At present Banco do Brasil is reported to have more than $100 million 
of outstaming swaps . In view of the low~evel of interpatigtJ!l?reserves1 it 
is evident that it would be impossible forl3razil to terminate those contracts, 
thus the med. !.<?!. ~l].~ir rene~al which represents the maintenance of practically 
Cr$1 billion of credit that could p~~aP,s .haY.~ ~..!}..!~\!Qed~ 'ff'aa creai't'""t'lffi"t"ric­
tions bee1rtrr!!Cti'lf~}'J,tiipqsE1d-and in the absenc~ -~!:.P . op~s, it 19 to 
'De assumed tfiat a large percentage of that sum would have come into the country 
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either in the form of a~:ta .WlWi, or a D.-P.@.:k.~,.D... _ca it 
rate, it appears to be the belief of the Brazilian authorities that--.ii~~_.,, 
these SW&P.S represent a legiiimaie i~O~ of ~m~~·SW..,..IU,~..W .............. llila,~t.W)'o 

0 e pa a on n''w- reseeable future . --- The argument that present uncertain,vcopdj ;tions in Brazil 8Jll prevailing 
e!._Change syst AU) d hg:ze dll£oµrliszl JsJl'i:~@;tmeut .Ql,pj tAl i XJfJ aw but for the 
swap mechanism, does not .~~,¥.: 9 ~ val.id. N bt some ital w 
Y.a;ited uptil cona!tions became more stable, on the other 
would not have been encouraged. 
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INTERNATIONAL MONETARY FUND 

o. .... .if (rP ...... . 
TO, (I) 'l!f..;,.J!)ef .. ~ -- ._..t_9.] 

(2) •.••..•..•.••.•••.... ..•..••.•.•...•.•.••...•.••.•.• R-........... . 

(3) ......••..•..•.... . ......•••••..•••••••...••...••.. • Room •••.•.....•• 

(u . /) 

FROM. .... /{ .. ~ .................................... . 
. /oJ/ 

R- ....................... . 



-. . .. 
iu,ob 7, 19'8 

IERll - R,tg ot \ht lfohana §Y•ts 
Ctrtain bulc deteota 11a tbe pr•••' nohana• Q'llt.ea. n.atained u4 

eggrnatei i. oontinuowa intlatioUl"I dnelopaenta, h8Ye OOAU-ibuted 8UHtan- • 

,1a11T \o the recent balanoe flt paywta d.1tt1ault1•• bf Brull. In addition 

to be1Da ff'T oapln ud CUIDberac:ae (t.bere are aaae 12 ll'OQl>8 ot etteoUve 

rate• and 3> laolated auction aarketa) , the FNen\ qata doe• aot proride 

eaouat, rl!IIWIVatio.n \0 .,.,. apcirta. ror instance, •i!aost 19~5 the et'teoti•• 

rate to,: ootr .. apllll'ta ha• bean t1ncl a\ lll"OUDd Or.'J"I par U8 dollar. l/ Ia 

ri..v ot 4ettr1aratillg vorld priou and ot oont.iau a dOJ1111t1c 1atlat1on, with 

a ooneeq\let 20 J>C' oent aY•ap annual inonu• in the pn•al )W'loe lwel, 

th1a etteaUve rat. bu P,oP'•ai•eq prned to be wrullat.io. Thie taot., 

p1u the ed.at.ooe •t • tree urket, JUtY" hoe prwid.S atron, 1naent1•• tor 

nu1on ot I\D'?'ender requ1J'.._t8 =the,.., et oottee aporttra. Thi• 

ureall•tlo et'fect!ve rate tor cottee ...., haYe alao a atr 

aooualation et lerp oottee a\ooka. other expert. boe1du coffee haYe 

llkewiae ntt••d troa twerYaluer! ratea. The avtll'ap apa!l't rate 18 a:rou.nd 

er.,o per u.a. clolla:r, vblle the etteot1•• rate tor the ,_.a1 ateaor7 ot 

llllparta b.u been tviae that amount, or, reoentl.7' wen IID?'e than t.v1c•• S01le 

illparta bne Nen getting etteative _rate• ot •• aaoh aa er.JOO pv U. S. dollar, 

heDce there hu elvap Men a YWJ' larp •Pl"ead betveen the apcrt. and .f.apart 

ra\ea. 0a the Othll' lumd.1 a eubatantial part Of ............ ,rtl, ino]ud1ng auoh 

lt- •• IIWIIJ:a'iat, f•tU1•••, 1naeot1otd .. and othC' pNt .. ent.lal ,.. ....... ,. 

r~ aromad cr. ,o per 

u.s. dollar. 

In Ylew ot the buio illbaluoe 1n t.he preaent uohuae aw t.111'e1 lt MT 

• laid that. ur st.abili1ation J'l'OF involYlna measures in ti1oal, IIOll9'G7, 

and aredit tiel.da, 11Ut, to be 1JUOoeeatul, inolw!e a aubatan\ial rmelon ot 

r, ' • J §,1 • la alao • t tut.ill& JJl'elll who mhuap 
prooeeda aoeed the apaoltled lildt or 142 pw bq. 
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tM ...-ent ambange a19tem. In mv INOh rnillJ.on cs•\aia bu1o taotcra 

J*NlJ.• \o the Bruillm 800DOIIV' vW. hn• to be \aken 1nt.o oou1d•at1on. 

1. Coffee apart.a oocuw an all•illportat. posit.ion 1n the Bruilia bal.moe 

fJl JIN'llft'•· Ia Ylw ot \he la• aoale repwouaelou of U7 .SJutamt 1n 

tile iaaOIIH ot csottH preduo••, the delioat.• 1nt.-nat.1onal nlat1om ll'IYolYecl 

1n the oottw apart•, an4 ot tbe atookpl.Uaa prolal-, oottee c,q,ort• vlll 

lane to 1te treated nparat-1T 1n-,. rmaion et the aab.ange Q'atell. 

2. Brull•• J.ar• baoll:los et put tonip clebte MO-it.at.• i.• anuJ 

imtaUMnt.a paJMnta t• the oOldnc .,..... Ia -, mmhqp ref_.. an 

adequate ..ant of tONip alhenp v11l hne to Jae Nt. •14• te the~ 

ot the ClwerDMDt to ... t. t.bi• cOllllltaent.. 

). rtteotlve rat .. tcr oerta1n eeNDt.ial illpar\a nob u pevoleaa prodl&ot• 

vUl reQUtr• paduel adJuataent. ill crde:r' to prfftlllt. poelli'1e polittoal di•wr­

banaea that.., be oawaed by •udden 1er lnareuff in their landed ooeta. 

4e Ia _,. mhap retora an ad.equate 41tttreat1al batveen the nwage 

1lur1Dc ..S aell!ftl ratu w1ll bne to be •1ntainlld 1n orchr te pl'OYida had• 

t.o tlnenoe tile requir ... u ot oott• •toakp1Una ad to help to nduoe !apart 

demand tc oertain l•• •aaential JrOduote. ID th1a oonneat.1on it. lhould be 

eaphaalsecl that the aboY....-nt1oucl d1tferent.1al aaat not, be •o eaeui•• u 

t.o enoourace wut.ona, wbiob la one ot the 1'1c d.teata et tbe ia---t. qatea. 

Within the lroacl r~t.a nlDG'ated dOft, ,rarleu altarnat1Yu 

tor the rffieion ot the prea•t Braaille aoh•nce re.tora 1111T be comldared. 

s- ot the Jll"iDCipal onea are nalll'U., d1aouaaed below~ 

l) The tffiaioa ot th• aehaap qatea 11Q' be ef'teoted within the 

md.lltinc tl"amevork. Uad• tld.a alternat1Ye • new and more depnoia\ecl etteoU•• 

Jrat.e vUl be •et tor oorr .. aporta.. Thia rate 11117 be arowid cr.60-65 par u.a. 



_,_ 
ctelhr. otbw _.,..t•-. be at.•• a new r•te aromld Cr.90 par u.s. d.ol.lar, 

llllioh etrr•poad• rouabJI' '° the lwel of rr .. llal"ket and to tbe etfNtlve 

rat.ea applled to pneral oategalT !apart• betore the reaent suddaa .SIIIIP la 

auotloD prlo• tar th1a oatepy toot plaoe. 

u t.o !.llpcirla, Teloa• pret•ent1al illplrta u;r be ooablned 1n one or two 

oa'41F1ea vi\b etteotlve ratN • at a lnel IIOJ'e d9'S'eoiated than the 

P'••t one. Ck-ldual~ th•• rat• ""7' be incr-ed ao u to oarrNpoD:i vlt.h 

the .rteotive rate applied to the a-•al illpOl't oate1117. The auction Q'8tea 

fer the -•al aateplT lJlpGlria and tw the apeoial oa\eP7 oould be lll81nta1ned 

vlth aoa alllput1oat.ion ud a tlllll"e a\..,- alloaation ot torelp 81Dla8111•, . 

whiob vou1d. el1mSa•te nddea ~IIIIP• la the maation Fl'eld.UIIII. Tile abon 

alternative llae the INl"it that it doea not aeoeed.tate 07 iilportant ohqe 

1a tbe a::utlag lava-. r..th•.,., altlloqb auob a rffiaion VOllld not ewahion 

the kluoe ot ,.,._,. aaalut. ilnlnent intlation lt ooald help i. le••• 
the lapaet ot the prNmt dittieult1N u • tapor1117 •uure. 

11) !be aeaODS altvaat1Te voul4 Jr ride tor• aore radloal w .. bnllng 

r4 t.he aohanp qat~ li t.bi• alWllll\lTe, a aew and IIOl'e depl" lat.Id 

tb:ed atteatb·e rate (aey •omd er. 60-6S PII' u.s. dol lP) would be Hbbl.iahed 

tor eott• aperta. ill the r-1nf.nc apal'ta, topt.her vith the reoe1pta 

troll 1arl11lblei ad oapltal inflow, v1ll be obann.Ued tbroqb a tr .. ma1"ket 

vldob vlll opeat,e uder an .. hanp oertitioat,e 8J'8\ta.. The Ja'U•t h-N 

IIU'ket vUl be altollabed. . m ,.,..,. at pnaent J>U•11tc throqh it anll all 

l.apoltta, aaept ti. .. t •-,1a1, 1Dohad1Jtc petrol.ea procluota, v1ll alao 

be ohannellecl throqb the aev tree aarket. ftae illport,• of pe\l'ol- pro4uota 

v1ll ,-ta fixed lltteat.iTe rate 11Cre clapreelaW than \he prnent one but 

below the rr .. urtat rate. The etteoti•• rate t• petrollWI illpolf't• vUl 

lM ,.sually lnczoeued and wen\uallJ' vUl lte put on the trN aarket ca other 



__ , .... . 

illporta. Th• larp part of iapcrt.a ID)F vill 1,e n ~-, to the fr• urket 
f 

rate. C1rtain 11IXUl7 laporte, roaab17 oarr•pondiq '° \he pr .. t 1 1a1 

lllpart oatea-7, vill be ad• mjeot to Id.per ettectiYe rat••• Tb1a collld 

be aohlned..., ~ e1tb.- a nrohcrp on th• ln addition ,o the tr• 

IIU'1tet rate, er llr a.UonlJII the 1llpclrt lioene whlah vUl at acoeas to 

the fr• Mrke\. Ia th• ••ond alternatift dillCUased a'bcwe, the pre1ent 

auc\ion •7ata vlll be a 11*hed. 

111) Th• third alternat1-.e vow.d laol • a aore oaprebenaiYe frN _.ket. 

Ala mllanp oertu'ioate v1ll 1M 1aeue4 1n an dOWlt. up to 80 Pff oant or 

'11• tOl'eip blthuce nrrend•ed "1' t.la• oott• aporttir1. Par HOOat m! 

raw aottoa ta, the abo•• pcaomtace could be tlxed at 90. All th• oth• 

for the retained 20 pao oent 0'1" 10 per oent ot tweip 

anh-.. •ntioaed uon, apetera v11l reoei-.e the offioial rate. All the 

aDbenp oatitioatu vhloh rapr•at t eip embenp v1ll be rr..i,, nepUabl• 

1a the 81'ket. Reoelpta troll 1DY1•1hlea ead fltOlll lntlow of capital vU1 wo 

be channelled Ulz'Olllb th1• aarkn., All t •isn nDh-.. pqanta v1ll be tlunaed 

vlth t.lw parohue ot embup Nrt1f'loatee.. The eeaential Saporte ( lwU n1 

the bu1lc ot the pnaent sret ... tial illpcrta) will reoe1Ye OD]T t.he o•tit1oete 

rak. Ia the cue or aNt ••ential Sllparta aueh u petrol produou ud 

la O'l"d• to inc aboat a er.Sul. 

adJutMat in their oeau~ All pGl't1 out.aide th• "Hlltiale vill be divided 

into two oatepl•, roaab17 around tlw llau ot P"•• ~ dal, aen•al and apeolal 

aarut. ra\e1 v11l be applied to th•• oatepr1• r tiYeq. Iut~ 



--- ~ \ ...... - . 

_, _ 

Th• aboYe three alternat 1TN are orr .. ec1 u --.,1• that could be. ued 

ill appnaohilla the pro'bl• flt N'tiaiq tbe preeent q•ta. o~, th•• 
altaen.at1••• •• not ac,lul•e, aD1 Y81'1ou.s aod1t1oat1ona md/• oGllbtnat1ou 

th•eot oould N oons1d_.ecl 4epmd1na on the obJeottou ra1H4 llr the authlr1t1es 

er leaal d1tt1oult1N enoowatered. Needl.eaa '° ••, 1n all ouea th• auoo••• 

ot the Ntora• vhiohffc- vs;, v11l lara~ depend on aiml.taneou aeuurea 

1A t1.aal1 aoaetar,, 111d Cll'edit tielcia taken to lr:iDg abolat ataltillt)r 

to the eaODCJIIF• 
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!Iii leu of n•ne• OGOlll'Nd la tlla tint nlne _.._ 9- ,._ 
Nrn8 (o..iwtt• addlUoa chle to tlal d :v1 ) lap'"'4 f40 llllll• 
la ,a. 1an t... a.tu lffl. aa, earll' la 1958 t.llla N'S.et pla 
•• npt.dl.7 1*-'e vbea s.a 181111&17 • drawdoiim ot won OOGllftN. 
INeUJla t.ld.a lo•, tlle bort. \lea baft Ndaleecl • n 1hn• ..,_ 
pll \0 tlae aaaU aotlcm pftlllu Ila• lllllll"pl;r tneNa-1 la 
re1a1u17. Cla f•NUl7 14 vi h ttae UOGDt of ....... aaoUOIIMI 1a 
.... Jeaeil'O oalJ' ao per Olllt 1-1.ow ta. 1"91 .la IIO'nlllber 19'1, 
t.he Ida t«r 4'M n1 •-.:>17 -· u, vStb - et 1a 
IOft!UU" 19'1f • 

.......UU17 pNNllll9 Gil n .. nea la J.....,- Md fe Wll8 
Nlai.cl abarp falla ia .-noa \be • fv 

dUaa oettH la ta• or a 111'be\ut1al dMlllle la aU4 OllfNa, vld.eb 
llaa eltwlP& tJall AOftllll. pNlda at 11114• OWi' sill eof'fee8, bu 
le4 apelllla\1 • ta. lltr,' ., • tall la 1181' jllt•• et 
oottee. Tide Ila• oaaNd t. to • almolllilJ, iev. fo Wa a-
•'• tlae p"'1.aa le \apoftl'J• oeft• lalea -, ..U.. 1w •Ul 
the at• ot UM! pollatea 1a vttla tJa l~ oottM are 
lllMMl. Ia ott.r ,-ua the• tanon uw •P' \l'll4e l• ~., 
... 1u\ ,_., \o \Ill •t ,-.... fuUlu', tan 1• ~ 
GOA•rn a \ the 1"91 or ffN pJ'l•• •• p i an at.111 
ait~mt.la~ uew tlle ... rap l.ewl. 

ltlJII ot J!eOtEIPM 

a. To •-nala U. oau.•• et illtlatiaa u4 \ha OIU"ftll\ ea. 
t.1'11111 ptpltllta dUftaalUeaJ _. 

it. Ia aoool'd&lue v1,1a tlla IDd'• pollq vt\b napeot to 
4Nvtac• ad tt. ts.m ,vo vu••,'° ... rta1. 
lra.U '• to• ..u id t.ll \!Ma• bllu. 

2. • oantoral\j v1 ti t• 
p,l'OfaNCI U i 11 I 

•· Wae\u7 atwauoe ad 1acpd• •• • 
ta. a... ''• plan• w ellatut.e or • "• barl&etal7 det1 Gi ,, 

-. ·w the ta9'a v1 tla nape• te 1 • • enenal 
bt.attnep Md .... rt.ua t• 00Nl'Dllllllt •1 Utr vl UI 

tlle of f\1n oblltaU ta U. 

•• Aa•rtaia U.. JOla kilt . 1a '- llllian S.. 
tlat1• 111eaa1Na vlaloh tile Gonr11111mt pNpoaea to 
tau a - ea.ad.- '8ak Ol'N1 upeaal J 



........... - ., -
•• Wl\ball\ ~ 1.Ato tile •lMt.u• of \119 Gown•••''• 

polle:, on eott.., to e:n•Sne tba ftMDGIII .-.qld.NI '° 
....., oat the aowrmen'• at.ffkplUDI plea 11114 11ov ta. 
Goftftllllmt. propoae, to r1-. W• , ...... vl\lloat .... 
GCW'W '° · rs.-o1ac1 w 

•. Aaeertain \lie exoha"I• poll cl•• vial ob tJae OoYeJlllllllat 
plau to,.._ ln onlu \o OOl'Ne\ \ha 11arnnt, •la•• 
of paflllD\a Uaequllllll'laa. 

t. uoel'tala vbetllar the aa\llDl'i '1•• ooaatdel' that ta tlae 
la pJ'OpiUoua tor a baaldlll ..,._, lnoln• pl'lauilJ 
tbe e8'ull .... lR ot • llaalt. 
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Aaal.Jai• ot Opent.S.caa of the Bak ot lallll, 19'6 and 1957 

<Ia MP&PP• 2' mein,> 

M8'tand!IIC 
1956 19'7 lad ot 195' 

l. crr.~t to pqbllc eotor .JJ Jg.% DJ 
• Federal Gayemaent 24.4 ,a.a 10,.3 

(b) ate u4 loeal pwJIIIMDU 1.J -1.4 u., 
(o) otftclal •Ut.S.ea -0.2 1.1 4.a 
( d) Ccaod1" ,-.uou, other 

tlwl ootf• 1.2 2.9 4.3 
<•> xobaDp pots.ta uooat. 

(1.) le\ pNf1 h tna qatlD 
(poft\ (-), loaa (+) ) -11.1 -11.4 -64.l 

(2) Puriha• ot oottee ad o\btr ...... 1.9 12.6 a.o 
Ct) Depod\a ot Gttloial eatl\1•• -2.9 -f.9 -1,., 

2. elf!~~ tso !ibl RD DH 111li2l lQ.1 ~ 2U 
a Carteira. oola • Industrial 4.3 34.l 

(b} Carte1n Credito Qeral , .. 9.1 ff.5 

J. Silpilfl. at rtftDII M4 Uber 2RMIMPDI :lJ ~ 

4. lat HPMS21 (1 + 2 + ,> .J.i "'1, 

,. E:i~ad ., 
;; Chrmay 111 tM bud•~ U. pabllo 

(b) 'rinte d•1nd depod \a v1 \b Illa 
10.4 14.1 81.6 

ot Brasil 1., 4.5 16.o 
(o) llet. peraUou vi~ .._roial Nllka1 .4J J2a2 !1) DllpoaU• vUb - ot -•ll ).4 18.1 .38.S 

2) earnu,, •ldiAs• 2.0 L.4 ll.6 ,> Wiaoounta troll lut ot 
Bnsil ( -o., 0.1 -1,.a 

(4) CbaDp la M\ uobanp ftaffM 
(lAonue (.) t deOl"NN (+)) =lJ ..u o., 

Total .w ~ 



Dea.r Herculano: 

I am using the opportunity of Al Costanzo's visit to Rio to 

have him discuss with you the possibilities of selecting a.n officer 

of SUMOC to serve with us for some time. 

As you recall, when Mr. Jacobsson and I visited Rio last August, 

you raised the question of increasing the number of Brazilians in 

our staff. We did not have an opening then, but we hope a vacancy 

might develop by mid-year. While I cannot guarantee that we can hire 

a Brazilian, we would like to do our best to recruit a. good one. From 

this point of view, Al Costanzo will review with you what candidates 

might be available. 1e realize that your best people might not wish 

to leave SUMOC. Perhaps we could think of bringing one of the bank 

technicians for two to three years . You might wish to discuss this 

with Al. 

With best wishes and personal regards, I remain 

Sincerely yours, 

Jorge Del Canto 
Director 

Western Hemisphere Department 

Mr . Herculano Borges da Fonseca 
Chete, Departamento Economico 
Superintendency of Money and Credit 
Rio de Janeiro, Brazil 



1a.u1an• • terM ot .. menoe 

Die JriAo1 .. 1 1laak ot *- atuSon v.Ul bes 

1. 1.'o o'bta11:l tbe 111>.t recent ilsblllltlcm on tbe 11 •••t natue 
ot ta. Bruil.1.an ~ an4 ttmDcea and tM )ll'09JNta for 
tbe I 1Dder Of b JeU'J IID4 

a. :ra acOOl'dllnoe v1t.11 tbe l'UD4' • paUq vJ.t.11 ~ t.o dr&v1np 
_,.... t11e t1nt -, ~. t.o ucenam 'tlbat ....... ttae 
BfasSJ1u Goves nt la ,...,....S. to ..... to oorren the bllenoe 
Of PQIIIDta ~- in aaoa&6moe with t.be hra41 8J 

,. !l.'ba IIIUUl'ft 1lbiob will be ~ - met .. 1'11114 ~ 
IIIDU VS.th N.,eot to f\md. eaviDp ~ tbll ftnt two 
tnacbea .. --~ .. J*l*lble abo\11.4 be the follolfllla• 

a. lllt.erm.l ltaMJ t•ioe Nlluure• 

,. 

1. ~ J'loena *lob CU be t1nenae4 frGII Jll"OOllcla 
ot lloDd. SW a;ppv,ect • ecmpeu. l1Dce tba Jjal4 of 
tb1a 198'11 vSll pro~ DOt; aa11d c,,tlo MJJt•, the 
1958 ~ _. daftcit --14 nn ua11c1 CztlO b:lll1on. 
t'b1a will in~ "'ldN a NCbaO'UOD 111 ao••awt 
.,...U1Rlle• Sa * 1958 lM:lal' of IIIJll'01datal.7 
Cr$1.5 'b1J JSOII.. t'o ...ure 1-., ••natiaa of auob a 
paqpa, a OGllll11alllt b7 1lbe Oot•wt IIOt to bcar ........ rov-
fral the o.tnl Bak iD 1"8 MOl&14 be JU" ot alQ' 
ha& ftmllckl -iataae 1lo Brull. 

2. Ce111ap lboul4 be tNl'ti&bliablcl CID tbe ~ lclu8 
u4 actvaaaea ot tbl tvo blmJd• ~ta ot tbl 11111k 
ot lluU., tba CleDln.l. Cre41t ~ MCI tba 
.Apt.nl.Qll'al u4 IJ:Mtuatrial CN41ta DIJ,G't nta. 

,. b ...... poftta aoau:1111 1D 19'8 lboul.4 be 
eenarllle4 aol.uai~ tar tbe ftmDoillS ot tbe ao,.,..,., • cottee ...-11111a p,l.iq all4 -, 
I I 1D1PI lal.- nar111..0. U 1111"'4 W offNt 
uq uneqeo11e4 Sllft&tSGllllll7 pieuuna ar1dlls 111 J."8. 

~. ....._ lbaw.4 be tUID to a'baorb t.bl e:dn!Da ace•• 
rew .- ot taae ocwntal N11ld•1 QR•• 

1. !be preft.ts,sai. liat, ot illptnl c--,1111 to ....-S-telr 
t600 mll1on on u emn•' 'buu), llbicm are-~ 
~ at u etteatiw ratAa ot aboD a,t52 oceveMI 
v11a about c.ti,o tor ·-a1 aateaair,• SlllorU, abcNl4. 
be &bol 1ebe4 aD4 all Nib 9C I >4it1N ......,..,.. 1ao the 
•_.i. •t.eam'7· 



fnpaftid llr '9 v.nem Bem.apben Depllftllllll 

Mareh ,. 1951 

Tba eooaoal• ,.111 U• ot 1n1111 ..... \e • nuwq , .. earl••· Ia 19'7 
, .. INnlldnc tlP"• llldleate ta.at t.bt ..Sit. apual• va• mN npU tlla 1a 
earlier JHI'•• M111r _,,IT aap111decl 1lir J4 per tllll'\, • inefta• balt u 
npU apta •• t.be iA.,.... 1a 19'6. (Sae Amex.) Ible npual• wek pla• 
... le a •N\aaUal IIN ot tONlp ....... n•l'fta-lD ocavaat v1,11 u 
&d41Uca W 1'9Nrft8 11119'6. 

Tia IO™ at, aNtor llaa .._ .. .,...~ tor a llllJo• pan Gt ,11e esp• et•. Ondlt. to tba O..wt ...., al t.lle Jll••••al pue of 61 per ant. 
Priftte Ol'Nit 1D alaaolate te:ru eap1111W aon llllt. tJ» Nie ot ..,_at• vaa 
•ob 1-N. Thl• alowr rate ot pw\11 flf P"l•• oretllt .... ,PU'U7 \o 'be 
4lae ~ to a a.ia,.a na.Uoa. Thi plftW IIMk• haft •'1111• yer, llabeta­
U&l ..... NNIW8 1a DeoelllNI' ud t.111 ate or pn-.- ..u, ..,.. .... 1• 
aov qlll.._Snc. 

Poaeri,- pan ot ta latlaUOU17 pnNIIN• orlpu.Uac la endit ..,.._ 
don veN oft•\ 1lr pl'Oflt.a OD enh•• .,. .. uau. Ia t.118 laat qaaf'ler ot 
19'7, W• _,a.Ue111a7 ette9' vaa 811uplJ' NftNed •• t.he PGlt•• pNftt.a 
aeoou\ •• draw clova t.o ftm• t.be atMtplllDI flt ootl'M. 

rw 19'8 ao owJ'lo411 ...., .. ftpna.,. ,..~ nallalll.e, al*-,b J)U"Ual 
1--.r, tipaa 1Ddi•te a oonUwd detle.1\ tor ti. Oonr 1at at a pea•• 
ftte tJaa • par ... u.r. 

:n...i da'- tor \ha tv.ll ,-ar 1957 an ao\ ,-, &ftilaltle. It. l• lNtUned 
\bat. ,bl ..id.DC 4at.a aq t.hla 19al' be a WN appl'Od•U• to \be tlNlll 
clet'iol~ ••~here•• a~ been 80lll9 at114ap\ to pq U"l9aN. !111• ,. .. _ 
"ll'7 nnden ~ , .. auapelaU• ot tocanh ....-.. ftl'lft•• 9-Jen 
t. ltd• n•naUan on UTNra, 1 t. ahola14 lie aoted. t.bat f'ov\b qwaaner 1.1• ot 
lNmk anclit. •• a\ aon 'IMD 40llble \be ra'\e ot a 79a, Nl"Uu. Tm OIIJT 
aNtaatlal tutor vhleb la kDDwD •• U.~ w lapl'Oft the poalU• 11119S8 
l• t.llat the l'l• la .Pl'l•• -., inaiaaae re"f9B\lea vblle vap espell41t.uea nq 
•••.... In addl ti•, then 111q be •••vllat. llllfl""M tuttt oollee\1• •• 
ta. nev tal'itt 1av bad ea]J' bellD la torea as..z 'IINka \teton t.be tom"\b ~r 
NPll• On ta otlln Jlu4, tantt• la\er '411 telld w tall ...... lltpon 
wlaa aboltl.4 tall dplftoaU., 1a t.be OOW"N of the ,-r-

Tlaa •t \lN ot foftlp ........ aa•ta la 1951 UOllllted to abcna\ 11.00 
llllll• la 11441 U• w tJ7 ldllloa tNII \be DO'. !hla ftrNl"Nd .-au- 1D 
'1M J>NY1•• ,ear wt.a n•rn• iMNued 1lr 1100 lllllica ad t21 atlll• 1o1aa 
rep.st to, ...... TIie ftrNnal vaa 41119 UOllt •••ll,T to S.H1'8&• 1a illpor\a 
... • INlloU• la eapoziu-a n6lat.1on pltDOlp&UJ' arJ.ldq tl'Clla a tall ill•• 
ff1-•t•tt•• ...... 



.. 
,. 

TIie lo•• of NNJ'fta oNlll"l'ed ill ta tin\ Dine aaatlaa. let n•n.• 
(uellllliDC addiUcm aa to the IMl' tlftndJlc) laprc,ftcl l40 111.llloa la t.he laat 
tllfte -tll• ot 1951. Ia 19'8 tbia llirief pla waa Rpi.~ lnt1 v11eD 111 
1......, a dl'&Wl!elm ot t,a Iii.Won ooGUTeCI. BeaotiJlc w Wa leN, \bl 
a11\bol'S.Uea haft ndu_. \be•• .. -,plle4 w the 1111.Uoa u4 \bl a.Uca 
pl'llld.a llu llluplT inona ... la,.__,.,. 0a,.....,. 14 "1th tbe uaomat. of 
eub• ... au.Uened lJl lio de lmlro clowa ~ 20 per out below tire lenl 111 
IOftllller 19'71 tile Ilia tor \he pn1nl •tecol7 vaa 115 ...,... vi th u 
Mia of 60 ln ........ 1,,.,. 

The ennoldiul7 pNNllft oa n•ne• la 1....., ud Pelmaa17 vaa 1'9-
lated to ahal'p talla 1D oott.. eapona. Main-.U• ~ \m pn• tor ll'adllaa 
oottM ill ta• or a •nantial deoliae ln 11114 ..rtNa, vldeh baa elbdaated 
the Mlllal pftlllaa of 111.lda Oft!' lradllan ootr••• haa led te ape•latl• on 
the poNIM.U"7 •ta tall ln dollar prl•a of ootrN. Thia ha• oauaed '\be 
tnde to lie alaol'llally 1Mr. To \bla ....... \m palua ia telapol'UT. kt 
oott• Ml.ea aq ocatl_. lov uti the d• ot and pollalea 1a ooane.Uoa 
with ta. 19,a-59 oottee Cll'Op an Jmown. Ia .U.r ,-ant.he• taetore baw 
•P' trade low \11"'11b NaJ and lan ,..r '° the •• et S.p'la••• Ful.her, 
ti.n 1• eaa\Swas., eonoem • ._. the lftel ot oottn prS.•• •• preNDt prl•a 
an atill altftaaUall.J abow \lie 1--NII awrap lnel.. 

9taMllptipp PlHDI 

To pat lruillan t1Daa•• lato atlatu\017 order will • a ~•• tau 
NqU!l'lq oonuden1-l• pollUoal .....,.. r.oa t.be wldn, n..,.a, it. VOlll4 
.... tbllt the gon1U11111t •otor 41et1Cllt S.a eu'Nllt]7 ot tbe order ot CrkO 
billloa per annu (equ!ftlent at an exoballp nte ot Cl'Cl.00 to V~ 111111•). 
To 911d t.ld.a detiolt witholn ni,t• on pl'i• 1aona•• \o ftl• tffelllle vlll 
l'IMlld,n amat.antial tuatioa laorea•• or allal'J) nduoUaa 111 •Jqleldt tu.a. In 
Yin~ \be undea.,- to t•lliDC upon •dld.ac• ud tbe need to re41&oe \be 
onr-ell nal lnel ot upeal.1t.ana, it .... t.bat INliatieall,J' aon attention 
abolald lie pwa t.o np1Ddttun 8"a. It la to be noted that about one tMl\l 
et t.1ae Pftlllllellt Netor detioit ariNa tl'CIII lo ... a la OpeNU• ot atate­
wd ft11.Jioad•. It. would lie pftteraltle tor tbia detioit to be •11•1aate4 
dinni, bat faillnl th!•• a auphl• baa to be 411'8&\ed iD \lie balan• or tbe ......... ,.,....u ••. 

It la to 1- apllalllllld that tm Yirtul elS.•:t.aaUoa ot the palll.le Not.or 
defle! t la alJaolatelT eaaeatial to tlla lapr run 111ooeaa ~ UQ' atald.ll•tle111 
prog..._ "1th a Nlat1 ft~ 1Uld.el'd9ftloped INmklq qatea, tbl GoYua:am\ can 
~ nl.7 on Gllft'Uq •• a aert.d.n IIOll1"N ot f1ulldal lta dtatiait. TIie 
nte INlaka re•rn reqllinatnt la Gll}T 14 per ot11~, laffllll 16 per NB:t 
depoalt• tor Rlelllllq. Aa cu~ ia OJll1' Cr880 Id.Wea, , per oent Ol'Nit 
upeallloa woul.cl peNit ~ Cr$ bllll• ot deticd.t ftMaeS.111 •• te.nth or 
tu pftNllt N'9• ud la \lie MIIN• vltla tlae need w N-114 tneip .:a: ...... 
nNnea, nen tbia detlcd.t voald. 1'e ezaeulw. 

ror the abort,,.., it ta elaul.J 11analiatle to npeot thll to\al ellaina. 
U• ot the def'1o1t. ruu..r. it l• lo be espe9'ecl tbat aoae balan• ot pq­
auta detlait ldll ooatbme 1• nev et \he wann1., oorree poe1u-. In \be 
nex\ 7MI" the balan• ot pap111t.a dettoi \ (1ae1.wllq ill tlda all llN "7 \be 
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Marela ,. 19'8 

111eii1 91\Uv or St.ald,llaMe maw 

1. ItSeretJ De!t1 Mll14e ftlten, 

(a) Tha .al•~ a ata'bll11&UOD pnpu tn 19'8 lbolald be u eN....U 
....,... pl'Olft8 ...... to nav.lot Ula ·l ... of INl'Nlla,J 1a 19'8 to I~ -i. thla 1• '9le ... tupl vblala •• appn, .. 1lr * •UOMl. leonaale 
.Dne...,...Dt Caanoil aa the -.1a tor the 1956 uU-s.atlaU011U7 pl9p'all., 

TIil• ,..,._. \apt ar•&An• •• tolleva with tbll aCltul alt..U• vhlela 
llu plWllil.ei la pnriOlla ,-NI 

Ounetir ,apual•, lt5J-19'? 

1953 
19'4 
1955 
1956 
19'7 

lS9 -

Per Cea\ 
1a ....... 

20 
26 
18 
1'7 
20 

..I -
ta. eueaaiw U,UlllOD 1a '- 1 .... ot paper IIGDl7 1n n.-1. ,-re baa 

'beea dlle pftllU'll, t,o two cau••• 
1. ta. ClcmtrnMDt.•e 1aaql\aJ7 dettet,, ud 

2. i__.1.,. onc11, eapaald.• m tbll pan ot the But et 
lradl ta tnor ot .-na, 1JM1u\17, ud apltlllltue. 

Mon neeau,, ao-U..r illpenut, omi• t•r \be •ue•aiw 1NWI ot paper ... 7 
•• beM ttae noe1q,11.1aa et •tt•• - t.111 Cort• Inat111a1e. 

(It) ttt..Un lapl11 ataUoa of \be aboft ... tu, plaa vlll 19Clllin 
.Sl1111• • the follM• lteu, 

1. Gotwmlant Nl'l'Mllg haa the ..... do lnallJ 

1. fo'-1. l.Naa ot tile Oane1:ra de Cntit.o o...i, ... 
cl8 lftal.lJ 

J. Total l.Nna of tile Cartelra 4e Cnd1 to Acn•la • 
Illl1uv.lalJ ... 

4, Gdllaa• on tnal v1 tbdnvala hOII 1.be .. ,...s,p 
1111••• •oouat of t.be lueo 4o lnlil. 



' r 
(e) c.tliy 91 (,0,ral mtment )po,mla, {''21 !e::tto lrtfll• Tbia 

baa..._ the aajor ea• ot t!le 1Dtlat1oa 1a In.Iii 111 N 79ua. r•ra1 
Onunlleat t.onwlnc t'J'Clll tha luoo 4o Braldl la ti. lan ti" JUN ba1 bna 
•• tellova, 

Aaoat ia ·er Cut. 
11111oe Cr, lDU"N .. 

19,, ' 24 
1954 6 22 
19SS 8 2' 
1956 24 S8 
19'7 J9 " ~~I ,tgpoa~ l 0 0 

the G0Yel'llllld 1a plaa1 tor aelalnlac a balaneed llllldp\ la 19'8 wn IIP­
•t 1tJ \be fiDal laadp\ appl'OW4 19 ecaep.u. !be Oonnlllat '• IM4p\ aa 
appl'O'l'84 b., Ooapeu pln14ea tor expelldl tue• ot c.tl40 Id.Won ad ••lpta 
ot Crtl.30 billion, leariAa a deftcdt, ot Crtl.O bllll•• A deftol\ of Crll.O 
Id.Won 8C*ld probablJ, be t1-..s trca t,be .,.. .... , ot the pn:nmad bond 
iua mtborl-.1 t,,r Oencn•• IIOINlftr, e.Umate1 ~ rnenu.e appffftld '7 c.p.•• appear owrl.7 opUlllnte, ,erJaapa • •• llleh •• Crt25 billl•. lflue, 
tbe pro1t1ea 1• tla&t ot Ndlael• apadttun• lit' at le--' C..$1.5 ld.W•, l.efflJII 
a detlett of Crll.O ld.111• MN oovel'W4 "7 tba bon4 s ..... 

Tbe a.Uoa requlftd an the "8dptaJ7 al:tutlen oan 'be ... rS.-4 •• 
tollev•• 

lspalltlt.NII 
Reft.DUAII 
n....i ctettei' 
Pl'OONC!I !'Nil 

boa4a 

Caab detloit 

uo 
i:m 

10 

.J.Q 

..a 

(Ia biW•• ot ON•iroa) 

140 12' 
w ~ 2' 

-IQ ..1Q 

..a ..a 
<•> 21111n121 12an, br the cw,1n 4• cr:,411c9 1icr1ooi,,, 194ytr1u,. 

tba ezpanalon in credit by this Carteira, next to the C0911NM11t budget. baa 
beea penapa ODe et t.be aon •rtou• G&llN8 tor tbl Bras1Uaa inflation. TIii 
vedi \ upudoa of tbf.1 •-.017 and tbe pNpOIM '\arp\ tor 19,s 11 •• 
toll.Mrlla 



... 
\ 

kl TL PPM i 
J, <•> 

<•> c.uaer p Jeep• n 9v!:e1n 41 c,,a,s, a,a,1. Thll tuna• 1a ,.._ 
loan• of the eartein. Genl. haft been eneaeiw 1a reaa\ ,wan•• l• ahowa 
la tile tabla •lev• 

.iaaut Per O.t 
(llllloa1 ot o.t) IneN-

195J 2., 14 
19'4 12.6 52 1,,, ,., lS 
19'6 5.8 14 
lffl 9.1 19 

~ (PNpo ... 
.SH•) '-' 8 

AD in.,... ot 8 PII" oen'\ tor 19'8 1hOll14 be adequte to eoftr 8111' DIMll.11 
U'leiac fl'Oll n&l. lncnue1 1a ,..a.u •• 



' 

\ 

• 

_,_ 
Awout ~r Cu\ 

(Ia blllloaa of a.t) lll01'INUla 

195.3 ,.1 24 
19'4 4.4 :n 1,,, 1.9 9 
19'6 4.J 19 
195? ,., i!J 

12.9 ,., 10 -
(~ Va ot "l&PhAPU arioa• accoypt. AD ••U.te abould • .... et t.be 

tunda ,Moh will be noeiftd b7 the "agioa" aoGC>\ln 4111UC 19'8 ... a Jtl'Olftll 
vorbd •t •• \o \be 11• et t.he• tud• eonu.nat · rltll \lie ula.lntllltal et 
t.lle eata.Wllbe4 OIU'Nllq tapt.. fuda n•1"4 1a t.bia aeoollllt. 1a 19'8 
alaoald pNbablT be N•rn4 um.S.w}T t.o tlnan• t.be IIIMlcp!llR1 or lllll'plu 
eottee and the Mlan•, l.t ..,., a.14 aa a eonlllpll.,. NNl"ft tor poaaUtle 
ahol'ltall• la the 'ftftoaa •9'on of tbe nalt1.ll•Uon paiopaa. 

II. luen• to c,11r,u, Pasad tor 1PPeJ1• 

(a) Ia riev ot the intlaUon ot tllt laat Nftnl ,-an, \he iapon rate 
tor"- •pdYilepd• •tecor.r of ooanOIUtlea vhlob an hpol'tled Gilt.aide tbe 
aa.U.cm Ml'b\ 1• too low and lNd• to .,. ... 1apenauoa •• wll •• utalr 
eape\1\1.on to 4olle•'1• pl'Odll.U•• It la, t.lleNfon, propoNd t.ba\ all poita 
Pft-'11' lapoNCI •t.ldtle \be •.Uoa llalbta be truatenlll to tt. • .... ral. • 
.-....,. thla •amn vOIWl alao haw ttae ......-.. ot lnaeulDI uv nee 
pl'Qtl \a (Ill!••> ... pl'ftl.da fuel• tor f1aanelq ooft• noekplUn, •• wll 
ott•t.U.C ot.ber lat1a'1Gllal7 fa.ton. 

The etteot. ot Wa neca1•daUoa volll.4 be •• tollovaa 

GO'nl'RMDt. illpol'la 
hlporu "7 ..,. .... , •t.e1-p11.•• 
Petron•• 

Crude pet.Ni.a 
O\ber 

·euoleaa 
6-\ 
lwaplt.at 6 pl'lat.1111 •terial 
........ .s ... and ftlll 
Railroad equlpllell\ 
rerUU•n lueeUo14e• 
0\11111' !Jlpel'ta 

Val.lie of 
lllfOl'M 
19ffl/ 

I 

(Caueln• per u.s. dollar) 

'1l ,1.,2 

'' '1.32 

'' ,1.32 
54 '1.)2 

2.10 ,,.12 
115 

411 22.<1'1 
10 ,1.,a 
JO 51.)2 .... ,1.,a..,2.42 
50 51.'2 

baNd an a1De .. , •• aa-. 

100 
100 

100 
100 
100 
100 
100 
100 
100 
100 
100 



'( 
·' -4-

(It) leM\ " RDFR?Ff ebeeu• ip '7!1tRD "" 

a. Op FD 9' lip,¥• TIie aid.Nae ot 00181ecll\lea tna ta plt..t­
lepd poap w the general oatego17 vlll iDYOlw ~ two lteu with arq •'­
ar\aatial lllpae\ OD the ooat. of 11 Ying in4UI fflM Md petnlNa pncllaeU. 
Tbl wlgla\ . bNad la tha oon ot llYbc index 1• ,., per -,. Al~ 
PMl• •laalaUcaa VCl9l4 •ed \o lie ..... tbe laeld•• OIi ta eoat ot 
11~ of a abift et v .. i to the 11mznl oate1•Q, aH •••1 a ftte for the ..-ra1 •tecorl ~ al"OUll4 o.aoo uder tbe nev .,._.. VOl&l4 • w17 ...u. 
·Sin• Sllpol"W vlleat eona\itutea aNllt 45 per ... , or t1oa.Uo .. ...,u.., a ••bl11ac la the oon of lllporW vbNt would ,.._bl¥ •aa an u.orn• ot i.u 
tllan 20 per NDt. 1D tlle pnee ot --4. Goaaldel'lltl tbat the wl&b' ot __. 
ta thl eon ot UYlq 11 ~ 5 per een, the S.aena• ta tM -' ot ll'rille 
fl'CIII •• a obaltp WOl&14 Ila al,aa\ 1 per oeat. 

Tlla iuna• s.a tJae Jll'l• ot peue:i.aa pl"a&llana nllllUaa trca a 
depl'Ml•t.l• ot tbl lapol'\ nte tor pe\l'01- VOlll4 atf'eo\ G11J.7 the ... .,._ 
t&Uoa • 1;1Mn ot the ooat of ll'fial, vblob llu a wt.111\ of 2 per eat la t• total indue ..... , 8WD beN ta. ineJ.delloe OD tlla 00ft of llY1Jlc VOlll4 
aot. • 11&.pln-,. 

It. Pl 1911DMllt. We\. Gonluea\ taptrta la the tin\ 111M -tll• of 195' WW Fot,1.) a11Uoil, 11D amal rate of .,,...1d.llale1J' ~ 
111111aa. Tlla lllpa9' ill llldtu .. t.M• pafllN&ta to the awftl .,...,., auo­
uoe ..,.,, •••nt•1 a naal.UDI ette.Uw rat. ot aballt CrOl.00, voal4 'lie 
aboll\ Crta ld.111•. Tbla la an a ~ ftpn ia tel'IU ot \a. ONr-ell 
-.,. Gotai'DMllt ~· tor otha• t.bu blpona ie aot laMNa and an IIMi­
u..i lllldce\aJ'J' 1lnpa-' voald aoOl'\18 tl'CIII t.ld.a M11r011 •• IM11. 

•• Qp rrnzrnt. MMDl1Mle lptJM11N Pftnbru Md D!1DE11• 
Iaporu • .,.. .... , ••l'pl'1••• 1a.i.uac taa. a11.load1 ... Peuouu• 
19p0na other tban petftl.Na Uld peuot.m pl'Oll\lo\a, aouted t.o tl.OJ 111111• 
in ta. tlnt n1M aoatba ot 19'1, rm ammal nte ~ .,,._.tell' ll.40 mUll•. 
• 1DUNN ill tlae nt.e tor t.hlt• 1 taaa -, Crt50 per u.a. foll.al' w-1.d •• 
an s.a ..... ot err, blllioa 1D the eNNlro eoat et the• lapona. Tlda IIOll1' 
haw to be abaoned. la ia,.. part v a redunion la !.aft.-..\ phna. Wl­
reed eqa1,...., t1Mn.S "7 tba IX1ak81r• IINtnr, voal4 aot b9 attefted IID4 
wq adJutllnt 1a pet11t1-la pr:l•• affff\1111 ibe ,-tl\a ot Pltvobna 1D 
abaolate teaa W9W otf•t to._. at.eat tile c!CMIVUd adJtaatall\ iD lnan­
llellt plau ntel'Nd \o OOft.e 

(e) Mui- •llillp lbolild be •ftaMl•d oa '- aaoat ot .1. ud 
.lCL doll.an vbieb the Bueo 4o lnail vtll otter la the ..-a1 •tl&ff7 ... 
ape.S.al •tecol"J •oU• aulllat•• The oeiU111• will • •peat. tor eula 
•.Uan llalbt ud _......., (u.: • dollar aad ACL dollar). Tbe• •llhc• 
vill be 41neraiaed .• t• 1-aia of an ._._.. .... w • dn• ap tor tbl 
ra 11•1111 IIGlltha of tblt tint balt ot 1958 ud the laA ba1t of 19'1. 

<•> foNJ.p l'lt8Cllll"•• vlll be .... lo \Jle ,..n1 •t•1•r, --- au­
nt 11111' to \be eneat ••N&l"J to nol4 teapol'U7 exae•1w tlaetut1•• la 
tlala auwt ... to ulden..., N4a-'icna ia eottN •Jll)Ol'k. 
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(e) The ea\abliabed ..S.U.,a .-nnet. 1- eZCINd .. •Ul tM U..a ot ...U\ 
..... tor llnll u.1. and ACL tel.l.an a.w 11eea nnond ull aanll17 upon 
,,. .... are ia • .,. .. or a det.1111-4 •GDt, NT '\lie awnp aaa\lll.7 ...... ., 
ft•ipt lewl,........ 1a tJae uctnnp llilaql\. 

III. Moren• 19 IMDIP eed P1nnltx Inn• 
(a) S:rebeap pl'O ..... fl'OIII upefta vlll «atlw t.o be aunradend ta 

tba Jaeo lluS.l aa a'\ pn-1. !a laDoo clo INail ldll 1AM ••he• .. 
•l'Uftoatea aplaa\ •a • rnp llll'IMdel'N fff all eapor\11 ... p\ eotfM. !tie• 
•l'Ufteatea vlll be •pUalala ill tlle •.Uoa -.rbt t• 1••nl ._,..,. la­
pol'\a tor a pedo4 ot \vo wen. 'l'IIPNtler, \be •nlfl•t.e• •• lie ..._. 
1"9114•"4 t.o ta a..oo 4o Bnall at u. nte pftftiUac 1a t11e awnl •••1•1'1 •.U• M.lkn • tile dale ~ 1 ... , t1le •r'1f1••• 

(~) l•h•• pnea ... tna ootf• vlll ..W.. w • llll'fta4en4 to 
tJae BaMo de lnaS.l a\ a tiJIN ate. !b11 tiJlld ate vlll lie f1lDl4 at. a 1"91 
eorn.,,..tnc to the ette.u.,. • .,..._ •••hn•p ftte ,.. ... u, m-..r 'F 
oottN, 1aeln4lq t.be bam1 Pll• lt7 \Ila Oothe IuU tat. tor t-11 V plu a 
additlwl edja.._t vhia voul.4 pelll1\ ta awaten .... et ,a.. llitdam pl'l• 
tn ..tt.. la .... 1 ... , aaamtac a de.U.. 1a -u. lw Ion pl'i• 1o ....... 
t.lle noaal 1'91.aUCIIUlldp •-- t.111 prl• fer Colclllbla ad lraldlla aottee. 
A p feel .. ,...s.auoa "of tlla ltN nte llr, aq, 1 pu OeDt per -tla, eolWI 
t. eauldeNt1 1t ••UU7 or aalraba tor poUUeal ........ 

(e) TIie pnpoala llllder (a) 81111 (~) a'llon 1RNl4 pndda sna•• s.a ..... 
Uw• tor \be upual• ot upon• vlllle at ta. .... u.. ~ DOU pa•ll• 
t.a. ....... n ta on t.o •flee vllla VOlll4 poNI~ apar on peatar ,...._.. 
ud vonen \bll s•l•n• •"'-• eottN 4.-nd and-,~. Tt. ld. .... r rate 
tor eJrpfft•• aq CJrtloo. VOlillAI •aa an iael'N• la tlle pd• ot •"'-• Thie 
la a dielln'18 4._1., ,n, 1a tba\ lt VOl&l4 •lp naten ~ pedUoa er 
-~ •• a -,er apol'I eG111!0dl'7. TIie l•ena• la eot'°8 upena •• wll 
•• etber apefll nlllltlq hoa a ,...,.nu .. P1• tv the• 111u adlt.1•• 
vould belp an ap tor tbll dlfflaalt world IIU'b\ pelllU• ot eoft• u4 
......_ the en .... nli .... ot t.be lftlllllu orallQ" • ane u,en ...,. TM 
la_..... aper\•'-•..., ..... vOIWI naalt la• ld.lM• ,n• ror eou. 
vlailla VNlA !law-. blpa9' an ttae ocn ot lln• t!lNep t.lrie 1a411'11Ue la 
\he eon ot raven~ 8D4 eoat.a .r eot,toa teaUla•• 



Brasil• Possible Prograa tor Reator1ng Balan.oe ot Pay1111nta Equ1llbr1ua 

I. t;gcb,pg S;ptp 

1. lxport,• 

a. '!sobange proONCla troa ezporta vill continue to be mrrendered to 

the Banoo do Brasil as at pnNnt. The Banco do Braa11 will iaBUe excbanp 

oertlticatea againat exchange surrendered tor all export• exoept oottee. 

TheN oenitiaate• vill be negotiable in the a11otion •rket tor general aate-

1017 iaporta tor a period or tvo veeka. Tblnatter, the oertitioatea 1111st be 

aurrendered to the Central Bank at the rate pnvaillng in the general oategoey 

auction market on the date ot lHue ot tbe oertitioate. 

b. Bzobanp proONda tl"OII oottee vlU continue to be mrrendered. to the 

Banao do Braail at a tiad rate. Thia tixed rate vill be fixed at a leyel 

oorreaponding to tbe etreotiYe anrage exchange rate preN11tl7 reoeiYed b7 

cottee, inoluding the bonus paid by tbe Cot fee Inati tute tor quail t.7 phaa an 

additional adjustment vhioh would permit the maintenance ot the llinlnua prioe 

tor oottee in aru•iroa, aaamd.ng a decline in the lev York prioe to reston 

the normal relationabip between the pr1oe tor Coloabian and Brasillan oottee. 

A 1radual 4epno1ation ot the oottee rate Iv, ea7, 1 per oent per l90Dth, OOl.lld 

be conaidered, it neoeaeary or deairable tor poll tioal reaaona. 

2. Iaportf 
a 

a. All OODDod1t1ea preNDtl.7 iaported at./aon taTOrable rate than the 

etfeot.ive rate tor pneral catego17 illporta will be tnnaterred to the pneral 

oatego17 liat. 

b. Comaodi tie a pnNnti,- olaaait'ied as •pneral • cate1017 and •apeoial • 
their 

oate1017 will remain in/pnNnt olaaaitioation and will continue to be 1aported 

under pre•nt procedure•. 



- 2 -

,. 9tp1ta1P41py111blt1 
ill oapi tal and invisible tranaaationa will be aonduoted in the e:ziat­

ing tree market tor capital and 111Yiaiblea. 

4. WPIG pt propo"4 qbanpf ip •1ebenn VIHI 

•• 0p· PQI\ or llyipg. The abittinc ot oommoditlea tram the priTilepd 

group to the general category will inYoln onl7 two 1 tema v1 th an7 aubatantial 

iapaot on tbe ooat ot living inde~u bread and petroleull product•. The wlgbt 

ot bread in the coat ot llTinl index ia ,., per cent. Although preoise oaloula­

tiona would need to be made• the inoidenoe on the ooat ot living ot a shift. 

ot wheat to the general oat.gory. aa8Wlin1 a rate tor the general oate1ol'J ot 

around Crtl.00 under the nev a7atea, would be ftl7 aall. Sinoe iaported wheat 

oonatitutea about 4' per oent ot do•atio oon8111lption, a doubling in the ooat 

or iaponed vbeat would probabq mean an inoreaN ot l••• than 20 per oent in 

the prioa ot bread. Oonaidering that the wigbt ot bread in the ooat or ll•lng 

1• onl.7 5 per cent, the inoreaae in the aoat ot llYing troa suoh a obanp would 

be about 1 per oe11t. 

The increaae in the price ot petrol•• produota resulting troa a dfpreoiation 

ot the ill))Ort rate tor petroleua would .tfeQ\ on].x \be tranaportation ooaponent 

or the ooat ot U'fing, which baa a veigbt ot 2 per oent in the total index. 

Hanoe, nen bere the inoidenoe on the ooat or Uviq would not be aigniticant. 

b. Op cmrrn,nt budpt. Oo.,.rmient iapona in the first nine months ot 

1957 uaounted to •31.3 llllllon, an annual rate ot approxillat.el.7 140 million. The 

iapaot in abitt1n1 theae payaenta to the pneral. oatep17 auction •rk•t, aaauaing 

a reaul:ting etrectin rate or about OrllOO, would be about Crl2 billion. Thia ia 

not a larp tigun in terms ot the onr-all budget. Qo.,.rn•nt pqaenta tor other 

t.ban 1.apol"ta is not known and an additional )>udaetar;y iapa.at vould aocNe tl"CIII · 

t.hia aou.roe as well. 
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. 
o. Qn CRD£D¥D1: ·en$frprta•, including ft\,robEI! apd rail.roadf• lapor\a 

b)- ~~nt enterpriaee, including the railroads and Petrobra•' import• 

other than pet.roleua and petroleum product•, amounted to 11.03 llilllon in the 

.first nine montha or 1957, an annual rate ot approxiaateq tl.40 million. .An 

increase in the rate tor these 1 teas b7 Crl50 per U.S. dollar would mean an 
ot Crt7 billion 

lnonaN/in tbe oruzeiro ooat ot tbeN tapona. Thie vould haw to be abaorl>ed 

in large part b;y a Nduction in investment plan•.. Baill'Oad equipaent financed 

b)r tbe hiabank, boweTer, wow.d not be etfeoted and any adjuata.nt in 

petrolaWI price• atteoting the profit• ot Petrob~• in absolute teraa would 

of'f'aet to some extent tbe downward ad3ust11ent in innatment plans referred to 

abow . • 



-' -
II . F1obfpge Po11c1e, 

l, Muimua •llina~ be established on the amount ot U.$. and .lCL dollars 

vhich the Banco do Braail vill otter in the general oategor,- and apeo1al 

oate1017 auction •rketa. The oeillng• will be aeparate tor eaob auction market 

and ourrenq (,U.1. dollar and ACL dollar). TbeM ceiling• will be determined 

on the baai s or an ezohange bud.pt to be draw up tor the Nll&ining month• ot 

the tint half or 1958 and the last half or 1958. 

TiJ roreip reaouroea vill be uaed in the pneral categor, auction market 

onl.7 to the extent neoeaaar., to ayoid temporary exceaaiYe tluotuationa in tbie . 
11arbt due to sudden abarp reduationa in cottee export•. 

c, The established ceilin1• cannot be exoeeded until the lines or credit 

abroad tor both u.s. and AOL dollar• ban been reatond and :monthl.7 export 

prooeeda are in exoeas or a determined aaount, aa.y the ayerage monthl7 exabanp 

NOlipt le•el prosra-4 in the exobange budget. 

III. Internal Stabillation MttfUDII 

<a- An OTer-all monetaey plan should be tol'lllllated with a currency expan­

aion tarpt ot 5 per oent tor 1958. 

b . The aoD.et.ar., plan should ban the tollowing ceiling•, to ensure 

tobien•nt ot the ourrenq targets 

(l) Ceillq on IOYel'Dll8nt bonoving traa the Banco do 

BraailJ 

(!) Ceiling on loan por\tollo ot the Carteira de Credito 

O.ral, Banco do lraailJ 

(J) Ceiling on loan portfolio ot Carteira de Credito 

Agrioola e InduatrialJ 

(4) O.ilinga on use ot •qios• aooou.nt. 
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1 :e>. The exiating llquidi t7 poai tion ot couaroial banlca will need to be 

studied and measures taken to absorb exceaaive llquidlt7. 



lradla Outline ot Jlouible fl'O&ftll tor •norlnc 
Bal.an• ot hyaenta Squill'brima 

I. IIPbePD IY!tu 

1. IIPPGI 

a. lzobenge prooee41 troll ea.port• wlU contlnu to be 11\lJTendered to t.be 
&moo 4o lraail aa at pre•nt. Tba Banoo do Bl'aail will 1•aae ezohange oer­
ttnoatea apinat eabange airrendeNd tor all eJq>Ol'\a ewp\ oott... Thi• 
oenltioatea vill be ae,otiablAt 1a the auetion Mrket tor pnerel. •tecol7 
111J)Ort• tor a period of tvo wet,. t.benan.r, tile oert1.tioate1 D&at 1,e 11111'­
nndered to tbe Central Bank at tM ate pftft.11.lDa 1n tbt pne:ral aate1017 
auotion •rket on the date ot i•81Ut ot the oertitioate. 

,. ltxobaage pl'OGNC!a troa oottee will oontlnu to be IRU'l'endered to tbe 
a.moo do Bral11 at a t1Jlld rate. Thi• tiad rate will be t1Dd at a lenl 
oolftapoad1ng w the efteoti..-e awrap ezabanp rate pnNDtq noelTecl b7 
oott ... iaollMling the bomaa paid bJ' the Cottn Ia1t1tute tor quaJJ.'7 pl.u1 an 
add1U4111&1 ad.ju.t.aent vhioh vollld perait the llaint91'1&1loe ot the ll1.DJ.11m p:rS.• 
tor coffee 1n UllNiro1, aHWling a deollae 1n tbe lev York prS.• to naton 
the nonaal nlatioaahlp betwea tlla prioe tor ColOllbien and Bn111llan ootr ... 
.l gradual deprecation of the oottee rate bJ, aq• l per oent per montaa, ooul4 
be oonaidend, it •••8&1'7 or denrabl• tor polltioal naeona. 

2. 1Jt99rt1 

a. ill ooaodit.1•• pre-'17 laportecl at a more .ta..-orable rate than the 
etteotin rate tor pneral •te1or, laporta vill be transferred to the pneral 
oatepr., 11st. 

b. OollBOdi tl•• preNDtq olau1t1ed •• 1punl • oa\ep17 end •epecal • 
oatep17 will remain 1n their preaent olaedtioation and will oontinue t.o be 
laporte4 under pNNllt p~I• 

,. awv1 "" &m dblae 
All oap1tal and in'Y11ible tranaet.t.ona will he oonducted 1n the ezi&l\lnc 

tree market tor eapital and innlible1. 

4. !PPtG of P£0R9M4 9blPDI in IJMMP Vita 

a. 9P YD gt llyipg. The u1na, ot oomodlt1•• troa tba prinlepd 
gl'Ollp to the pnen.l oate,017 will inTOlff mil¥ two lteae with 8117 mbatm­
tial illpaot on the ooet ot ll'riq index, bnad and pe\rolwa produota. The 
veigbt ot bnad. in the ao•t ot llviq 1.nd.u ia ,., per oent. AlthCNgh pl"eoS.11 
oalaw.ationa vow.d aeed to 'be made, th• i.ncd.denoe on the ooet of 11Yiq of a 
ahitt ot v.beat to the pneral •'-P17t a1811111.n1 a rate for the general oate­
lOl'1 of al'OIIDd Or$100 wider t.be nev 171ta, would be w17 aall. Sinoe 



illponed wheat oon•U tlatea about 45 per oent ot dcmeatio oonaaapttoa• a dOl&bllnc 
la the ooat. ot iapon.4 wheat would pro'baltq •an an 1.nOl"eaN ot lea• than 20 
pe:r oent ill tbe pnoe ot bna4. Cona14er1DC that tbe wigll\ or bread in tbe 
ooat ot lldag 1• am.17 5 per oeni. the inoreaae in tbe ooat ot llYina troll a11ob 
a obanp would be aboltt 1 per oent. 

The 1norea• in the prioe ot petrolaa product• remltiag trca a 4ep,._ 
o1at1oa ot the import rate tor petroleua vOllld atteot onq tbe truaporlatloe 
ooapouDt ot the ooat of ll'fiDC, vbioh baa a veipt ot 2 per oent in the total 
inclu. Henoe. even here the 1nc1denoe on the ooat ot 11T1nc voald not be 
dgllit1 aut. 

b. gp gwa,w) la111t. OOYernaant laport• in the ti rat DiA• aoAtha ot 
1957 IIIOllllted to3l.) Jlillloa, an annual rate ot appruiu•q t40 at.llloa. 
The impaot in Ultting theN pqaeata to tbl pnenl oatecOJ7 auoUoa IIUbt, 
••aid.Ill a nalt1.Dg eftecrt.lw rate ot about Crll.OO, vOllld be abolat Crl2 ld.1-
Uoa. Thi• 1• not a larp ts.cure in teru ot the OYer-all 'bad .. t. Oovemaent 
pap.at, tor otber than iaporta l • not known and an additional 'blldpta17 lapaot 
would accrue troa tb1 • BOW"Oe aa vell. 

o. un goyerpwent enterpriees, inoluding fetrobras and railroads. Iaporta 
bJ' 1overmnent enterprises. including the railroads and Petrobraa' import• other 
than petroi.a and petrolANa products, &JDOUDted to 1103 Jlilllon in the tint 
nine month• ot 1957, an annual rate ot appru1Mtel7 ll.40 million. ju inore&N 
1n the rate tor tbeae 1teaa b7 0rlS0 per U.S. dollar woulcl mean 811 inont&N ot 
Ort7 billioa 1n tbe Ol'llNiro ooat ot the• laporta. Thi• vow.d haw to be 
abaorbed in larp par\ by a reduction in in'f'eatlaent pl.a.a. Railroad equls-nt 
tinan•d bJ' ta. J:dl'benk, .boweftr, would not be atteoted and aD7 ad3aa1aent in 
petrolma prl•• atteot.ing the pl'Ot1 ta ot Petrobraa in abaolute teru VCNld 
ottN\ to aoae extent the ctownvard adjunaaat in inyeatllent. plan• reterrecl to 
a'boft. 

11. EabtPu fo11g1ea 

a. Maxima willna• ahOl.ll.d be eat.abllahed on the UIOWlt ot u.s. and .ACL 
dollar• wbleh the Banoo do Bnail will otter in ta. pneral oat.pr., and apeoial 
cat,ep17 auotion ll&l'keta. The oeillnga will be •pan.ta tor ••oh auotion IIU"­
ket. and ourreno;y (u.s. dollar and ACL dollar). TheN oeillag• will be 4-tel'llined 
on the baai • ot an ez.ohange bl.adpt to be draw up tor tbe l'Uaill!.ng IIIODtha ot 
tb.e tint halt ot 1958 alMi tbe lan halt of 1958. 

b. Porelgn resouroes will be uaed in the pneral oateaor, auction market 
onl.7 to the extent neoeaaary to avoid \eapeft17 exoesain tluotuat!Olla 1a tbia 
JIU'bt due to a&dden aharp nduction• 1.n corr .. exports. 

o. The eatabllabed uUSnga aumot be exoeeded mitil tbe lines ot oredit 
abroad tor both u.s. end AOL dollars baw been reatored and •athl.7 export pro­
ONda an 1n exceu or a detend.ned aaount., N¥ the aYerage moathq exabange 
n•ipt. leftl pro,rumed ia. the ezobanp budpt.. 
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III. IPHrntl stabillyticp MtMVII 

a. An OYer-all .,..tal7 plu ahOllld be tol'll!lllated with a CllftUOT expan­
aion tarp\ ot , per •nt tor 1958. 

~. The 110Htal7 plaa allou.ld ban the toll.ovinc •lllDC•• to enaure 
aolllenaent of the Glll'nllq tarpt1 

(1) Celllq on IOftl'D1181lt bol"l"OVing tram tbe Ban«> do ll'aall.J 

(2) Celling on loan pontollo or the Carteira de O:redit,o o.ra1. 
lanoo do BftailJ 

(.J) C.llln, on lean por\toUo ot Carte1ra de Credito A,l'laola 
• Indu11tr1alJ 

(4) C.WD1• on uee or •ag1oa• aooomit. 

o. The eld.at1q liquld1 tJ pod ts.on ot CC1111erm.&1 benka vlll need to be 
studied and maa811J'ea taken to abaorb exoeaai-n llquid1"7. 
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lnbenn 

•••• '° ••v• eqldll'tarlu 1n 8".U'• balaaee er,.,...., the w,kl~ 
allOWI\ ot OD1ffff\ll,lo ..... ottered to, al&Otloa .. Nd1aaecl a\ the ballnn111S 
of t.hla J911r IIIJ OM 1111110ll doll... la oftiotal UIIOUIINMDt ., tile rtaa­
lltata\17 aatd \1!11.\ ta bewlng up \lie nataa• 'buqei t• the f'ln\ llalt-,-r et 
19'1, u prodded for 1a b\. 82 et DNl'M •• 42,820 ot 16th Deeeabff lffl1 
1\ aa found adriaabl• to JINllll ~ ene ldllloa dollaN -kl7 the allltlo• ot 
freely OODftftlble tGNip Glll'NHiM tfJJ' tu 1aport, t."41e. • flll'tbff n­
dlaet,iom WOlll.d lie •de c11rrt111 \he llalt-,.&F beoauae ~ ...-.• ._ •• laHcl 
on \be .. t •ut.10111 NtSIIIIIM1 ••llablllU• 111p, 41ftD be taonaaed it the 
NOei,U of .... allown. 

The aaount of U.S. 4ollare tor , ..... 1 •tecOl7 laporu eold 111 Uo de 
Jamtro bu -.n Nda1111 tNa aat1,z,o,ooo to mt1,o,4,ooo ~ ... t, -~ •• 
quotation laaa rilen ln eomeq,._ b7 ,0 JIil" oea\ troll Clt6it/68 OD l.8111 Deoellber 
\o Oltl~ on a,ui ~~· Ottww ot U.S. dollan tor a,-1a1 .,....., 

/ 

tapillG .,.,,... eil 1000 w mtao,ooo ... kl7, but ....,._u.ou haw 
risen by onl.7 • per ••' a:rt.aw Ulla 1*'lo4, troa Crt2%3 ,o crtu,. lt 1• 
bellMed tbat t.hla 1DON41" •• ••11 bNaua• ot the ..UoipaW •PNlal otten 
ot tONtp tllD'ftlUl7 ot an eq.tffleat of ona llilllon dollllN pa aodh tor the 
111pwt,alloa ot aotor •ra, •• s,naerlbod la U.. mw C..toaa taritt la ot 
l1a1Ut lut. ,-r. 

••t.loa of ACL dellan haw bea Nduced la tbe pmral c&t.BC111"7 troll 
1,011,000 to m,,ooo dollara, ud ill \be apectal catecOl7 troa .32,<Y.1 to 
2,,000 •ll.ara1 qaotatiom ll•ft rt ... troa Crlb)/6, allll C l~/185, NIIPM\tftl.7, 
011 l.?Ui Deoellber 19'7 to CriM/19 am c.11,, on 28\h l•-17 19'8. 

111• lubn1119 Dlpartaeat ot \IMI Ba•o clo B&iaatl ta nporW to baw apla 
tllON&M4 t.lle ll1abNa bida terr aaot.to• bald troa 14tb Zaaaa17. ,_ •• alai• 
la tbe ,...Nl .. , .. .,. are Cl't1'.80 tor V.S. dollan alld tBIACL, Clf64 per 
4ellar rer •AT••••• ourreaelN, CtiM.27 per DIilie D'01WI' alld e1t12.,a Jiff 
S1NNl1* kronor, ta•• e,-tal •ieprr u. at"llll aN Clfl'lft tor acr11•n 
dollan and CJt25.49 and Mn.er.,,_. Dllnteh kronw am Swdlab lrroaor, 
neJIN\lwJ.7. 



lnlS1 

so·•• to emure eq'llillbl'lu ta ll'aatl'• balaw et paJIIIUl\a, the w1kl7 
allO\Ul\ or OO!lftrlible nellanp otteNd t• auat.1011 •• l"ed'IINd a\ tbe 1-11.•t• 
of thla ,-r l,J' one llillion dollan. 411 ottiotal &IIIIOUOellent. 11,y tbe r1111 .. 
111n1atry aaid that, in drewia, up t.he neha- blldpt tw tbe tt.n, hlllt-79&!' ~ 
19'4, aa ,rnided tor in An. 82 ot Deer••• 42,820 rd 16th Deoellber 19ff, 
it.•• tound adnaable to Nduoe bf one llilllon dollara wetl7 the aaotlo• ot 
fl"NlT oolffltrt!ble toret,11 OVNDOiea tor the !Jlpor\ trade. lfo tur\her re­
duot.iom 1'01lld "9 •de dvtq '118 balt-,-r beoauae the Jll"9Hd owt •• llaaed 
on the aoet. •utiou eat1a._, awUabilit1• ldp.t eftD be tnoreaaed 1t the 
receipt• of nolla1119 allow4. 

The aaoUllt ot V .s. doll•N tor ,...,.1 ._,_,. lllpOl'U aold ta 110 de 
lanatro baa NM reneed tr. uat1,2,o,ooo to Wtl,0.34,000 per wet, aid tbe 
quo\at1on hU riaen in oo,weqaDN by ,0 ,-r oea\ troll c,,t6o/68 on 1IUa Deoeaber 
te 014101/10) on 29th Jana17 19'8, Otter11 ot iJJI . dellan tor apecial •'-10!'7 
btpon• ••• been ft'\ fro• IBtJ9,000 \e 111$20,000 .... 1t17, blat q-"-tiou baw 
riaeD by oal.T 8 ))el" ND\ d1arhg tbl• period, froa C .. 22.3 \o Crt24J. It la 
belieftd \bat tbta ineree•• •• ••11 beoauae ot the aaUoipa'-d apeelal otten 
of toret.p OUJ"Ntno:r of an equwlellt of one ailllon dollara per modb ter tbe 
laportat,loa et aotor eara, aa ,...ertbed in the new Cua~ tariff law ot 
lqua\ laat ,-ar. 

4•t1one ot lCL 4ollan ban been reduoed in the general oa'-Cfll7 fNII 
1,018,000 t.o lls,ooo dollan, &lid la \be apeolal oat.10!7 tr.. 32,000 te 
25,000 ctollaras quoutlo• h•n riaea troa Crt63/6f and C'1"1184/18,, napM\lw17, 
on l'Nl Deoeaber 19'1 \o CrtM/99 and Crt195 on 28th la-17 19'8. 

Th•~ Dllpartaen ot tbe 8aBN do Braail ta Npc,r\ed to baw apla 
hcreaaed t.M ld.a1llu bida tor auo\lo• held troa l4tb 1a ... 17. The mw lllnia 
la the ..-ral •t.ecor7 are crt?Wt.80 tor U.S. dollara am tBtlOL, Ci464 per 
dellar f'or •11·-- ovrenc1-•, 0149.27 Pl!" Daniah D'ellff and crt12.,a per 
Snd.t.h D'ODOPI in the aped.al •tecet7 '- llini• are crt1" tor acr11•8' 
dollara am Crt2'.49 and CJ434.o, per Danish krellff and Swediah lrroaor, 
napeots..,.17. 

Souroe1 Bank ot London am Sc,uth illlll"1ca [m:t.pightly !uift, Pebrw117 1,, 19'8 



lnll1 

le•• to emare eq.Ul.-l• la lndl'• 'bl.law et ,.,_.., the ••1r11' 
&IIOWI\ of OOlffer\lble ........ ofterecl for auo\loa •• nd1INd a, the llatslnS• 
of t.bia ,-r llr w 111111on dollan. la ottlolal &IIDOUIOtlMR b7 tile l't.MW 
as.atatr, aid tat 1n drawlnc •P the aebanp budpt, ,.,. t.be tll'8t, llalt-,-r et 
19'8, •• Jll'O'l14ed tor la ln. 82 ot DNree •• 421820 of 16th DNellNr 19ff, 
l\ •• tOWIIS adrinl:tle to reclae• • •• at.lllon clollan ...tl:, Ute unto• et 
fl'N17 oOllft!'t,ible toreip OVNaeS.. tor t.be Sapon tftele. • fllrt.ber n­
duetlom would lie •de nrtag tbe llllllt_,...r beea•e the JftNd oat,••..__. 
on \he aoat. •u\loua u\la\eeJ aftllabill\1• Id.pl nen be illCINUed it \be 
reeeipta ot aoba1t1• allOIMd. 

TIie ••at of U.S . •o11an t• , .... 1 ._,.., laporte aold ta lio de 
lamlro baa '8ea NdllNd troll mt1,a,o,ooo to mt1,034,00'?.Pt!P wet, aid the 
quotat.S.oa laa riaen ln oomeq•- by ,0 per_, tr-.. Olit66/68 oa 111b Deoeaber 
\o C.1'1101/lOJ on 29th Ja11Wl17 1958. Otten ot U.S. dellan tor a,-tal •'81817 
tapor'\a llaYe been m troa aat'9,000 t,c, mtao,ooo WNU:,, 'bu\ cavtatJ.om •• 

'rlaH b,- ul7 I per •nt dv1Dc Ul1a perlad, froa Crt223 lo Cl't2U. 1, la 
belleftCI t,bat, Ulla lnoNa•• •• ... 11 beaaUN ot the aantoipa'-4 a,..tal often 
of tonlp cnuTelMl7 ot an eqaiftlat ot om lllllioa dollan per aoat..h ter tlle 
lapor\,aUa et aoter oan, •• ,....mbed ln tlae •• Cmtoaa tarltt lu et 
lucuat laat ,ear. 

l111tlou ot lCL clellan haw been ncluoed ta the pmral oatega17 tna 
1,011,000 t.o 815,00() 4•11.AN, am ln \he apeclal •WIGl7 troll 32, 00) le 
25,000 4ollan1 qutatlona laaw r1Na troa Crlo)/6, and Crtl8J./l.S5, Napeo\lw]y, 
on 11th Deoellber lffl to CrtM/19 and Crll95 on 2fth l•-'7 19'8. 

Tbe lxoblap D11parl111t, ot the Bl.nae do lraail 1a Npdl'ted \o haft ... ID 
l:aoreaeed tile a1n1llu blda for auo\loaa Mld hoa 14tla .,._IT• TIie mw alni• 
la tu pmral .,..-, an Cl't?6.eo tor U.S . clollan •1111 tatiCL, Oi464 par 
dollar for •P•••llt nrrene1••, Cb49.27 per Daniah kroDlff alld Cit12.JI par 
SNdlab krOIIOPI ill tile .,..1a1 .,UClf.ll, U.. atni.1111 AN 01-tl?ft tor ......... 
dollan ,u1d Crt25.49 and 01434.0., per Dlniall kroaer and Swdiah U'Ollff, 
.... ,..u.,.17. 

s ..... , BaDk ot London •1111 loath Aaert• fa1pipt.lz BIY1n, rebrlla171,, 19'8 



Inell 

llebtnn 
le u lo ••'Ill"• eqldl.l'-'lu ta lraatl'• balaw .r JaJal'U, tille w1tl~ 

&IICIIIIII\ of eonver\l'ble ... , ... etteNd tor allO\lon wu N4'&IClecl a\ t.he -,tmdllc 
of Ulla ,-r llr - 111.llioa 4lollara. la ottte1al aanou.aoeaen h7 the n.­
lllalavy aid '-' 1n drawtnc 111) th• nob&- IIIM!pt teP the tint llalt-,-r et 
19'1, aa )ll'OYYe4 tor la An. 82 et DNrN lo. 42,820 ot 16\b DNellber 19''7, 
it•• tounct adnaable to l"Nlllle ~ one 111111on dollars wekly \he aniom ot 
beel.7 oozmanlbl• tont,a emND01N tor the lllpor\ t.nde. • fmother re­
dutlom would be llllde during the balt-,.r beaa•• the JlNNd o1ltt •• lued 
on t.he .,., •ut.1oua u\latees na1lab1llt1n alp\ nen be iDONUed lt ~ 
reoe!pt.a ot exoba1219 allow4. 

The aaount of U,A. 4.Uara tor -11 al ._,..,. lll)ICll'le aold ta ftlo de 
lalld.n baa bNa ndllNd fltell mtl,2'0,000 to 111tl,OJ4,Q)O ,.. _t, aat Ill• 
quotation hu riaen in eom,eq•- bJ' ,0 per ce11\ tr• 01466/68 oa 1M.h Deoeabff 
le o..e101/l.OJ on 29Ul laWJ7 19'8. Otten ot U.S. 4ollan tor apecdal .,, .. .., 
tapopt,a hne been Old tna IIIIJ9,000 'to tBP0,000 WNtly, ~ ...-uoma haw 
:rt.au b)' on.1.J 8 per •nt. d1lrilll tbla period, fNII C ... 223 t.o Cl"J24J. It la 
be11rn4 tbat. \Ida inDN41•• •• -11 'bNauae or the aa'tloipaW •...s.al often 
ot tonip CNl'NJMl7 of an eqld.wlea\ of one atlllon doll.an per IIODtib tor t.be 
lapnk\l• of aot.w •n, •• Jll'Nffl'btcl la-.•• Cu\w tuift' law et 
lupat, laat ,-r. 

l1&0t.1om et A.Ct dellan bllft Nen ndUON la 1ibe p111ral. categ017 &oa 
1,011,000 '° 115,000 dollan, and In \be apeotal oawgor, tna 321 00 t.o 
25,000 dellara1 qao11at.ioal laaft ri- frOII Crlo)/65 and Crll84/l.85, ... ,..uftlJ', 
on 17'h Dee..., 19'7 t.e Ciit88/89 am c .. 19, on 28t.h Ja-17 19'8. 

Th• az,111 ... Dllpartaat ot the Baaoe 4o .... 11 la nport .. to un aplll 
tner,aae4 'Ula llia1m blda fer auotloaa lleld troa 14tla '--17• Tbe nn ala!• 
1D tu ....-1 oatep17 an Crt?l.80 tff U.S. 4ollan u4 1Bl&CL, Cl464 per 
dollar tor aDe1R1M ow11•1N, Clt9.2'1 Jiff Dualah krol'Jlh' and Clt12.'8 per 
Swcl!ab ffOIIOl'a la the a,-lal •\el•, tbe llinillll are C ... 1?1, tor acr ..... ~ 
dollan and Clt2'.49 am CJt:M.OJ per Dlaiala kroDR and Swdiah b1arr, 
rea,-11•17. 
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Brai1t Paf: r•te 1n CGIIYenible O•,,..,,)/ 
(In ld.ll1G118 at v.s, cloll!P) 

USS US6 l9JT 1'SS-S7 (11eat11q ••nee - 100) 

1. w ,.,.,,,v 
,..,,.,, 43.a S9.6 n., 116., 9S 
hbnal'y kl.I u.o 1,., 1sa.1 as 
Jlsreh Ill., )6.1 s-,.9 ll?.8 1k 
lp1.l. :11.1 ss.1i "'·' 167.ll 90 - u.a a,.e 76.S w..s 11) .... S&.1 1.9.s ee.s i,k.1 lOh 
hl:I Q.I s,.s 12., U6.6 lOS 
Ausat .)6.8 62.6 12., 112., 92 
Bepteaber w..s sa., n.a 111.1 92 
OotoNr i.1.s 68.9 78 • .) 194.7 10k 
lknelrNr 69.Ji 6).0 82~ m.s us 
Deonber 60.)a 10).8 a. 247.2 132 

a. P!f!!!ta tor l:5!9!• 

JamaU'Y 33.J a.o.o Sl.6 12,., ,1 
hbnary 33.3 29.6 ss.s ll8.ll 91 
llaroh 33.3 28.0 45.IJ 106.7 82 
April as.s ,a.s S2.I 110.1 8S ..,. 32.7 a.1.0 S.3.1 168.8 1JO ,,.. 41.a 32.6 SO.k llk.8 '6 
Jv:t, 39.2 1,0.2 s1.o 130.ll 100 ---~ 28.S w., n.o 12s.a '6 .......... .)).6 JS.o 1.1.0 113.6 87 
Oo1ioNr 27.2 a.a.a 47.7 12:,.7 ,s 
~ S9ea kJ., 58.~ 161.1 lA 
Deonber liT.8 116.7 sa. is2.s 117 

80lll'MI ._. ..... Dapariilltn,, Bank ot lraall. 

~ Jlc>9\Q' v. • 4ol.1Aln. 
Bxolwlinc nplflllllta ot dl"arinp on linl• ot ondi t, and the 
r loin. 

JI Pnlild.nll7 . 

• 



JraUa a.o.1pte of Connrtibla hreian Jlllibllllfl/11 

(In a1111aaa ot u.s. doll.In) 

19SS 1956 1,s, <·~--....-ioo> 

l&mJIIJl7 JT.T 78.0 87.k 20,.1 lDI& 

~ n., ll0. 3 61.0 210. 0 10? 

March )1.1 )1.T so.2 U,.6 61 

.lpr1.l. h8. n.a ~7.2 172.6 88 .. 28-l. 10.s 46.0 w.., '1k 

June 6S.7. 106.0 48.lt 120.1 112 

~ .,.o 64 7k.1 18S. T ,s 

hgut 82.0 69.1 74.2 226. 0 us 
S.ptaber 73.6 68. 2 ss.k 200. 2 102 

Octol,U' 89.) 73.8 ma.1 247.a 126 

lov'Ulber ss.2 61.0 91.1 208. 0 106 

DHellbv SJ.6 71.2 90.0 214.e uo 

SOlll'Ma IUbaage Dt,artmen,, B&Dk of Brull. 

1/ ... t:q u.s. dollare. izclwle aarinp on line of cNU\. 



lnallt Dollar lallanc• A11oti ... , l,y Month 

(1'11 .Ulloa of v.s. dollAn) 

19Sk 19SS 19S6 · UST 

Jaam117 IJ.9 ,., ,., 1,.a 
hllhar7 23.9 1.s ,.2 19.k 

Jlanh 4).0 12.0 1.1 16.1 

~ )S.6 a.o u., 18.a - JJ.O u.o )J.6 21.6 

hDI ,s.1 1.a i..2 21.k 

hq 2).6 ,., 16.Ji as., 
.... t 2s.a U.l 16.6 

8ep1iabel' 19.9 11.0 is.a 
October i,.2 ,.11 ao.1 
.... ...,.. ,.s 10.1 16.~ 

Dloellbel' 10.s 10.) 15.8 

Total JO).O u,.7 161., 

lllatilq•--.. as., l.0.0 ia..o aoJJ/ 

IOC"NI 811Pt1'ia....,.,.,. ot .._.,. and cndi,, Bol.eUa, 
Bio a Jaairo (flll'iou 18a .. ). 

'JI ,....,, • .111q avere«•· 



Braall, l'oN1p l:Dh•ac• Dlabw•nta - CGIINpta 

(Jll a1W.OD8 of u.s. clollan) 

s& ,ee.,> ,.,.... C\lrnDOlu 

I. !!fort.I SQ6.a 

1. '"o!:::~:r" ~ 
hbole• 166.o 
other a..a., 

2. ll$Qrta under -tion 
971tea 120.f 

II. Capital 218.l 

0Cffld'JUDent1a e&p1tal 
Rflioe p19111111ta 142.e 

Private capital 
Nft'ioe pe,Mllte TS.J 

III. OU.r P9eta 21.7 

ToW aoblm&• aal.N 'lk?.O 

ao.e., lnhange DlpanaeDt., Bank ot aru11. 

JI JMlwHnc pet.rolaa 1lllpen9 bJ' Petawru. 

!,,091.7 

IR:~ 
197.0 
20s.2 

426.6 
)26.8 

aas.s 
101.3 

!II•! 
l,J,6S.7 

P&Jatate Cwrellal• 

k60.,! !!e•O 

~ ~K:; 
126.S 156.) 
au 216.1 

lSl.6 !tJe.8 
176., 248.l 

u1.a 167.3 

s,.1 80.8 

26.1 6J.J 
~.o 1.as,., 



Bl'uila J'aNip IN.IIM,ge Dulnll'• a rat., b7 CCD:11pta 

(Ira R!!'!!!tae! ot tot.al) 

q1aw•m • ,,.iii".} 
PaJaGta Cvnnoiae ,., .... CVreno1all 

1. Ilfo!:!! 68 (100) - .7k (100) 69 (100) - .71 (loo) 

1. Preteren~ § ( 76) i.o ( Sk) j ( 67) ~ ( Sl) 
Qovu ID n 
1'1trole1111 22 ll 1, lJ 
ot.ber 6 iii l2 18 

2 • lllporta \mdaJ' &\ICtiCD 
~ ( 47) .... 16 ( 2-) l!1 ( la6) !2 ( ))) -

II. Capital !t 22 !I 20 - -
Qcmrmrmat, oapt ul 

a.nioe AWtll 19 15 18 13 
PriT&te oapital. 

eant.ee papmt. 10 T ' 1 

III. Ot.her pllyJaaJlta ...I ....l l J 
Total 100 100 100 100 

ao..., 

'JI Jaoluding petrolau hlpana bT 1'9t.robrU. 



JU&lJArT 
'*"1al7 
llarch 

.lpril .. 
Jae 
J~ 
Augut 
September 
October 
loTeaber 
Deaember 

JanVAJ.7 
Pebrua17 
March 
April ..,. 
lme 
Juq 
.lugut 
September 
Ootober 
loYellber 
December 

Brull, Payment. in Ccnvertible........, 

(In Jld.lllou ot u.s. doll.an) 

Tota! lndii 
195.S 19S6 1957 195S-S7 (llollthlT average • 100) 

43.-8 S9 .• 6 
43 .. 8 u .. o 
43 .. 7 36 .• 2 

37.1 ss •• 
,is.a sp.a 
56.1 49.s 
Q.I S9.S 
)6.8 62.6 
l&k.S s2.9 
47.5 68., 
69.k 6).0 
60.k 10).8 

2. Papente tor Import. 

SJ.6 ss.s 
4SJ. 
S2.8 
S3.1 
so.4 
s1.o 
s1.o 
bB.O 
k?.7 
S8.~'ll sa.~ 

126.9 
118.k 
106. 7 
ll0.8 
168.8 
124.8 
lJO.k 
12S.8 
llJ.6 
12).T 
161.1 
1s2.s 

9S 
es 
74 

90 
ll) 
l~ 
1o; 

92 
92 

104 
115· 
132 

91 
91 
82 
8S 

1)0 
96 

100 
96 
87 
95 

12k 
117 

Source, Exohange Dapariant, Bank of Brull. 

1/ lloatq U.S. dollan. !/ Excluding npayanta ot drlllringa on line• ot cred1 t and the 
PRB loan. 

JI Preliainal7. 



1ru111 Ranipte ot Coanrtible ronian 

(In milliona ot u.s. llan) 

0 X 

19S.5 19S6 1,s1 19SS-,7 (llont,bq &Yer .... 100) 

J AnUl.1",Y 37.7 78.0 81.k 203.1 104 

'Februr;y .37.7 110. ) 62.0 210. 0 107 

March 37.7 )l.7 so.2 119.6 61 

April 48.2 77.2 h7.2 112.6 88 

Kq 28.li 70.; 1&6.0 ~.9 14 

June 6S.7 106.o 48.lt 220.1 ll2 

Juq h7.0 6b.6 74.1 18S.? 9$ 

Augat s2.o 69.8 74.a 226.0 us 
Sep......,. 7.3.6 68. 2 sa.k 200. 2 102 

OCtober 89.3 1).8 84.l 247.2 126 

November 55.2 61. 0 91,8 208. 0 106 

Decnber 53.6 71.2 ,0.0 214.a uo 

Sources IXch&nge Dapartaan, Bank ot Brull. 

'JI •o•t.ll' u.s. dollars . Exclw drlllfina• on line ot cndit. 



Braa1.l1 Dollar Bltohange Auetioned, bJ' Month 

(In ld.llioae ot u.s. dollan) 

l9S4 19SS l9S6 19S7 

J~ 23. 9 9.9 9.7 19.a 
hbl"UlllT 23.9 1.s ,.2 19.k 

March 43.0 12.0 1.1 16.2 

Apl'1l. 3S.6 a .. o u., 18.8 

JlaJ' 3.:,. 0 12.0 1).6 21.6 

June 3S.3 7.8 14.2 21.4 

.Jul¥ 23.6 9.9 16.4 2, . .3 

.lupat 2s.e 11.1 16.6 

Septemer 19.9 11.0 ]5.8 

October 19. 2 9.k 20.1 

lloYember ,.s 10.8 16.Ji 

Dacemer 10.s 10 • .3 15. 8 

Total 303.0 119.7 161., 

Jlmthq .lftNp 2.S.J 10.0 14.0 ao.lJ/ 

Samocet Superintendeno7 o£ lloneJ' and Cl'edit, Boletim, 
Rio de lamiro (nriom isauee). 

JI lamtal'J'-J,&q average. 



Bl"Mila ~onip Jubang• DillbV9WDta, ... OCDHpt.a 

( I! :e!!!!!1:!I•• of total) 

• <i•fiP·> ,.,... evrena1 .. fa1118Dta Currenciea 

I. Illporta 68 (100) 74 (100) - - 69 {100) - ~ (100) 

1. PntennUaltY 
Gove~ 

I< 76> ~ < 5-> ~ ( 6T) ~ C ;3) 

l'-troleum 22 lJ 19 lJ 
Ot.her 6 1h 12 18 

a. J'aporte 1.lld.er aat.:S.on 
~ ( 24) ·Ji C 1&6) SJ"9tmla !2 ( 33) ~ ( !i7) 

II. Capital !! 22 !I 20 - -
Govemant oapital 

1enice p&Janta 19 lS 1B ll 
PriY&te oapi\al. 

1enice papent.a 10 7 ' T 

Wa Qt!!er f&l!8Atl ...l -i ...Ja ...J 
Total 100 100 100 100 

Souroea 



BrMil t l'oreign llxohange Disbursements by Concept.a 

(In llillione of U.S. doll.an) 

ltfl (i•·ifp·} M 
Papenta Currcmciee 

I. Imports 206.2 

1-~~t. ~ 
Petroleum 166.o 
other 42.:, 

a. Iaporta under auction 
178tem. 120.9 

II. 9!Pital. 218.1 

Oovernment•s capital 
service paJ'll8Dta 142.a 

Private capital 
eervice papienta 7S.3 

III. Other paymmts 22. 7 

Total exchange aal.ee 747.0 

Sovce1 Enhange Jlllpartaant, Bank or Brasil. 

J/ Diclwling pet.role11111 iaporte bJ' Fetrobru. 

11021. z 

~ 
197.0 
20,;. 2 

496.6 
326.8 

22s.s 
101 • .3 

kI•! 
1,la6s. 1 

Pay:lllate C\DTenoi• 

~60.l 246.0 

t§t:, m:; 
126.S )S6.3 
81.4 226.a 

1,1.6 446.8 

176.2 24,8. l 

117.8 167.3 

S9.l. ao.8 

26. 2 6J.5 
664.0 l , 2$9.6 



-- s: Brad.11 Curreat. and lugg•t.ed Serrloe Payaeat. Sobed11l.e OD the u .a. 
c ... ro1a1 Banb' $200 IU11on Gold Col.latenl Loan and on the SJda.. 

lank'• tlOO JIU11on 1.oan 

( Ip \bPPlfpdf of U.S I dollltf) 

19,a 5.4~~ 21,~ n,~-2, 
1959 5,~~' 4,.:.=::.,n 10,2~, 
19'0 5,:,vu.u ,.-ff!JU,U l0,28()1U' 
1961 38,500 \( 50~ 88,900 
1962 37,593 50,.400 87,993 
1963 36,690 43,100 ?9,?90 
1964 .35, 780 .35, 780 
1965 .34,8?0 .34,870 
1966 .35,970 35,970 

I liiiib1i. 

lxoee• of 
Curnnt Oft!" 

JlNIIDald Jap,,, 
_. NMilal.• 

22,810 
112,394 
1'76,102 
-'71,188 
-8'7,993 
-'19,190 
-3,,?80 
-'4,l?O 
-.35,9?0 

J/ Baaed on the llypothuh that tale/lea• w1ll be paid to the ..... ro!al banb "7 tbe r .B.B. at a 110n1illl7 
allOUll't ot mtl6.'6 mllllea, be&iDDlng loftaber 22 1"9._ Tllat la as or Ootober 22, 1960 t.be eoaeroial 
mna rin be paid ott and the , .a.a. rm \Iii i: lieicier ~ t11e 1200 1111110n ao1d oo11atera1 1aaa. 1, 
1a aaauaed that. the interest rate oh&rpd b7 the r.a.1. rill be 2 .3/4 per oeat-t.he same•• the intereat 
rate obarged to the current loaa wbloll 1s the ourre.nt disNDt rate et \he r .a.I. The .. u.ate aaaumea 
tartber t.hat Brellil will mite its tint. aaortiation pa,-nt 111 1961, 1n ~ aaount or 13.3 111111on and 
reneptlate a new lean tor the balance Ollt.lltamlnc at. a ena-7Nr t.era. Tbe ea• opmation 1a aa1l1111td 
ta the a11acMd1nc yeara until the total paymellt. ot the 1.oaa. t lnllld.nc that uortiation pa,-na will be dete?Tred tor 2 1/2 :,.n bepnn1llc ~ 1958. 

~ later.at on principal oaq. 



1958 
19'9 
1960 
19'1 
19'2 
196) 

I. lda'1ag allll a,.._~ Serdoe Pa,-at. l~ot t.he U.S. C 1ro1al Baab 
Gel.4 Cellatual I.an ot 1200 ld.111cm am ot the lxhbuk'• tlOO llllllon Loan 

<Ia e1JUm ot u,a, unv,) 

t200 aU11• hiabuk $200 allllon l:dabln It 
gold oollat.nal t.300 af.111on Total gold oella teral t)OO alllioa Total 

loaa lei.a 1ou loaa 

,., ,0.4 ,,., ,., 50.4 ,,., 
32.2 2,.2 5'.4 72.l ,0.4 122., 
44.2 25.2 69.4 136.0 50.4 186.4 
'6.2 2'.2 81.4 17.7 17.'I 
41.6 2,.2 66.8 

'°·' 23.l 63.6 

JI Prillelpl am lntenet.. 

-,,.l 
11,.0 
-o).7 
-66.8 
-oJ.6 



( 

u. u.a. C...arolal •w• Loan to INaU-420> llllllon Gold Cellateral 
under Credit lcrN•Dt dated lowlllber 19, 19"4 

Teru ot loans lntereet nte 2 J/4 pe:r cent par aD!luaJ •'11rlt7 et 
not.a, 5 ,-n troa date of notee. 

<Ia »maend• et PeA, 4AlJm) 

19"4 loftaber 22 40,000 
• • "·''' Deoeaber 22 "·''' 195, JU111a17 22 U,.JJ3 

rebrua1"7 22 "·''' llaroh 22 "·''' April 22 u,,,, 
.7 22 u,.,.,, 
l1IDe 22 13,JJJ 
N1:r 22 i,,,,., 
tacut 22 13,333 
lepteaber 22 ll,33) 
Ootober 22 J.3,lll 

Total 200,000 



"· 

, 
II. 1200 lilU.on Gold. Collateral Loaa (oonlmaocl) 

< Ia tJwMeode et u,s, 4aU•n > 

biaUJas §IJ1111t!d §liti.11111 
•tvtt:, .. pa,-at lxteuiona Finano~ 
Sehe4ul.o 1,:, Brasil b:, :_e:i,1a1 'b:, P.R.B 

19'9 llonaber 22 40,000 "'·oooJ/, • • U,J.J3 u,,,, t 
Deoeaber 22 U,333 U,3ll 

1960 JaDU&17 22 13,lll 4,000 4,000, 5,)3) 
Pobruar:, 22 1.3,J.33 4,000 4,000 5,33.3 
llaroh 22 13,333 4,0JO 4,000 5,l)l 
lJll'il 22 U,lll 4,000 4,000 S,lJ.3 
la:, 22 U,333 4,000 4,000 ,,.,,., 
June 22 1),333 4,000 4,000 5,3.J.3 
M:, 22 13,)JJ 4,000 4,000 ,,,ll 
&u,uat 22 1.3,)ll 4,000 4,000 5,ll) 
Septeaber 22 1.3,333 4,000 4,000 5,l)l 
Oot.ober 22 13,333 4,000 4,000 ,,3.33 

l/ •tunt:, ot ~alaeor:, not.a to be extended tor thNe ,.are, aoept •• other­n•• ahon. 
1,/. One :,ear pld oollateral loau. 
V le•1ot1a\e •~th the u.s. ooanerolal 'banb u:teuion oi •tmi.t:, ot the DOie, 

repa,-.nt t.o be •d• in ten aontlal:, inatall•Dta ot ~ m1ll!on be,tmdn,. 
lamaar:, 22, 1962. .. 



II. t200 llll l lon Gold C llateral Loan (oonttnuecl) 

Table l. le,a,-n ohedule Under SqpaW Set.tle .. t Pl.an 
. <" \MPl•nf• pt o,a, 4RJ1tn > 

B1anenta a 
C 1&1 Fed. a ... 

19'9 lan. OT. 21 200, -loTe11ber 22 1) , 333 116,667 
DeoeQber 22 13, 3.3.3 173, .333 )2, 136 

1960 lanuar,- 22 4, 000 · 169,333 'J97 4,m 
'< 1 brua17 22 4, 000 16S,.33.3 )88 4, .388 

•rcb 22 4, 000 161,333 )'19 4,379 
li:r11 22 4,000 1, 1,.333 370 .370 
1117 22 4, 000 

1,,.,.,, )bl 4,361 
Jue 22 4,000 149, 3.33 ,,1 4,1,1 
July 22 4,000 145, .lJ) .342 4, .342 
l'Q1U8t 22 4, 000 141,33.3 )JJ 4,l.33 

epteaber 22 4 , 000 131,lll .324 4,)24 
Ootober 22 4,000 lJl,JlJ )15 , , , 1, 
loTember 22 - 133,333 )06 306 
December 22 133,333 lo, 305 44,171 -

1961 January 22 ,,,.,, 128,ooo J06 5,639 
J'ebrwlry 22 ,,.,.,, 122,667 29) 5,626 
larob 22 5,33) 117,333 281 5,615 
lprll 22 5, 333 112,000 269 , ,602 
.,. 22 5, .3.3.3 106,667 25? 5,590 
June 22 5,3.3.3 101, .3)3 244 5,518 
lul7· 22 ,,.,.,, 96,000 232 5,~, 
l\JgUSt 22 5, )3.3 90,667 220 

,,,,., 
September 22 

j 
5, )3) 85,3.3.3 208 ,,541 

October 22 ,,,.,, 80,000 196 ,,,30 
loYember 22 - ao,.ooo 183 18.'J 

Deoember 22 80,000 183 10, '6, 20, -
1962 Januar,' 22 4 , 000 76,000 183 4,183 

remouaey 22 4, 000 72,000 1'74 4,17A 
lfarch 22 4, 000 68,000 165 4,165 
lpril 22 4, 000 64, 000 1'6 4,156 
.,. 22 

4, 000 60, 000 147 4,147 
June 22 4, 000 '6, 000 138 4,131 
lul.7 22 4, 000 52,000 129 4,129 
lucuat 22 4, 000 48,000 120 4,120 
September 22 4, 000 44, 000 111 4,111 
October 22 4,000 40,000 102 4, 101 
loYeaber 22 - 40,000 9J 9.3 
l)eoember 22 40, 000 93 91 41,611 -

196.J January 22 4 , 000 36, 000 93 4,09) 
February 22 4,000 )2,000 84 4, 084 
March 22 4,000 2s,ooo 7S 4,075 
4pr11 22 4, 000 24, 000 66 4,066 
.,. 22 4, 000 20, 000 

,, 4,0'7 
lune 22 4 , 000 16, 000 48 4,048 
lul.7 22 is080 1§:~ ; 4,039 
l t 22 4, 030 
leptelllNtr 22 ,ooo . ,ooo al ,021 

4 - 12 

......... 
ku will obarp la\ereet ot 2 3/4 per oen\ per amma. · tsoou 
n\e oharpd 1', the federal ReaerYe knJr ot lew Jon ta 2 'J/4 per oent. 



• 
/ .. 

III. lzpn"\-la,_n lanldl Loan t• Brastl-t,oo Million extended lD lJril 195' 
t.o :pa7 ett dollar dra~ laaokl ... 

'l'er• ot loa111 !ntereat rate )j- per a.nt per &DWIJ repa,-at la 
81 ao~ 1mtallaent.e or l4.2 ldllion (rrlDalpal 
and lnteNSt) at.arting September 30, 19"4. 

Table 1. 8qgeated leJI&~ lobedul.eJI 

( Ia milllona ot tJ .S • 4ollare) 

Intereat Pl"lnoipal Total OutatanrliDc at 
end ot periel 

195? . 1S9.11 
19,s 4.s, 4,.,, 50.40 · lll.62 
19'9 l.6J 21.s, 2,.20 92.0, 
1960 2.87 22.J) 2,.20 69.72 
1961 2.09 23.11 2,.20 46.61 
1962 1.u 23.9'7 2,.20 22.66 
1963 0.40 22.66 23.06 -
J/ I\ la propoaed that lra•ll'• aonthl.7 ••rTioe pa,-nu be Ndueect 

f'loom 14.2 ld.ll!on to •2.1 llillion etart1ng Jam1817 19'9. Tm, 
the to-kl amaual pa1J181l'U would be redueed tram t,0.4 mllllen 1n 
1958 aooor41nc to exietinc •IJ'MU1lt, to 125.2 aillion ln 19'9 
and thereafter. 



,. 
," 

/ " 
" . • 1300 ion B:dabank Loa • J UI. 

Table 2. 111,.eted Bepa,-nt Sohedule b7 Jlont.h 

<a »ewD41 ac v,s, oa11an> 

Olatatallldinc at 
Perlocl 

1957 159,17, 

195sJ/Ja 1 4,aoc> "' 
,,.,.,. 155,439 

Pebru17 4,200 45J J,?47 151,69) 
Maroh 4,200 4U 'J,7'7 147,935 
April 4,200 432 J,768 144, 7 
Ua7 4,200 421 J,ffl 140,38? 
Jue 4,200 409 J,'191 136,597 
Jul,. 4,200 398 3,802 l32,'19S 
tucut 4,200 38"1 3,813 128,982 
Septeaber 4,200 31' 3,824 u,,159 
Ootober 4,200 365 3,835 121,324 
lfovember 4,200 3'4 3,846 117,478 
Deoember 4,200 343 J,8S7 llJ,62.0 

19S9 la11W117 2,100 331 1,769 111,851 
rebrv.a,7 2,100 326 1,774 110,07'7 
llaroll 2,100 321 1,m 108,298 
lJril 2,100 316 1,784 106,514 ., 2,100 Jll 1,,99 104,725 
hne 2,100 305 1,'194 102,931 
hl.7 2,100 JOO 1,800 101,131 
&.qua\ 2,100 295 1,ao, 99,)26 
Sep'-ber 2,100 290 1,810 97,516 
Ooteber 2,100 284 1,816 9,,,oo 
.._ber 2,100 2?9 1,821 9.3,8'19 
Deoeaber 2,100 274 1,826 92,053 

1960 Jamaa17 2,100 268 1,a,2 90,221 
l'emua.,. 2,100 263 l,B37 88,384 
».rob 2,100 2'8 1,842 86,542 
A}B'il 2,100 253 1,847 84,69' 
•1 2,100 v., 1,a,, 82,842 
June 2,100 242 1,8,S 80,984 
lul.7 2,100 23? 1,863 79,121 
lupat 2,100 231 1,869 '77,252 
Septeabel' 2,100 22' 1,8'74 ,,,,78 
Ootober 2,100 220 1,880 7',498 
ffoftlllber 2,100 21, 1,885 71,613 
December 2,100 210 1,890 69,?ZJ 

1961 Janua17 2,100 ~ 1,895 67,828 
l'ebru&17 2,100 200 1,900 ,,,928 
llaroh 2,100 194 1,906 64,022 
l~U 2,100 189 1,911 62,111 .. ,. 2,100 184 1,916 60,19, 
June 2,100 178 1,922 ss,m 
Jul7 2,100 172 1,928 '6,,,, 
&qwst 2,100 166 1,9'4 '4,411 
September 2,100 160 1,940 ,2,471 
Oo bar 2,100 1S4 1,946 ,0,,2, 
llevember 2,100 148 1,9S2 48,573 
Deoeaber 2,100 142 1,9'8 46,615 

1962 JamJAr, 2,100 136 1,964 44,651 
Pebruar, 2,100 130 1,9?0 42,681 
llaroh 2,100 124 1,~ 40,,?0S 
lpril 2,100 ll8 1,982 38,723 ... , 2,100 112 1,988 I 36,?), 
~ 2,100 106 1,994 34,741 
lul7 2,100 100 2,000 32,741 
luaw,t 2,100 95 2,00, J0,736 
September 2,100 90 2,010 28,77b 
Ootober 2,100 84 2,01' 26,'110 
IIOftllber 2,100 78 2,022 24,688 
Daoember 2,100 '72 2,028 22,660 



1963 

- 2 -

Table 2. Sa,geated Rep1,J119Bt Schedule 11T llonth (csontinud) 

lanur, 
'•hrwlr7 
llllroh 
lpril 
.1117 
Jmie 
MT 
l11gUat 
Septeaber 
Oatobel' 
IO'Yellber 
l>eoeaber 

CIA thqua•Dde et u,s, 4RU•n> 

Senioe Pli7!!Dt Swclule ,w ~t pal, 

2, 100 
2, 100 
2, 100 
2,100 
2,100 
2,100 
2,100 
2,100 
2,100 
2,100 
2,056 

66 
60 
54 
48 
42 

" 30 
24 
18 
12 
6 

Out•tucu ... at 
lad 

20,626 
18,586 
16,540 
14,488 
12,430 
10, 366 
8,296 
6,220 
4,138 
2,0,0 -

J/ lo ob&np in aiatlng pa1119n\a •oh•dul• in 1958. In aettl ... nt 
ter111 would beoo119 etteotiTe January, 19'9 



March 1, 19'8 

M1u Dll.lan: 

!h1a ta a raa -, aaae * -st• 1*ecrtar 1a acU'Nl.7 tmol.WNI 
1ll Brull a\ tlda .._. I ho»e be can 
Nll4 1• 1lefant • oal.1.11 a mntDs ca 
Brull. 

'.l'laau ,-.. 

Attach 1,t 



.1011111 Ill ~ , . .. 

lplll·:l!!BM:!!·Y&rn • 9!! ot t1ae l!!!I'! ••9!!!• 

DI _nert, .. ,.._ eu11111,w '° ,- ,.._IUiJ •IWlN• t111UCS&1 
_.,.1o9a11 .. ta J,ffl Ml UM SW4ta• Ollu.ll ,- 19'1. 11 aJ.ao P!W141N, 
u INMll• tor Uacuui_, ... tnla\t:n natt nen u lo UIII COVN ot 
actioa .a., U. lnatltu .. ..,...,1e. 11111a, ... w.r '8 ua1 Vitia tlletr 
pawlal. II .._,. 1111a, UIIIN U.U lliCllt pron naUll\lc. Ia utor-
illl CitlctaM1Gu witll Dr. ,......., 1118 a.. acn-1 vlUI _., ot U.., u4 1a 
1111...i-altlllwatr 1 la nu, ~-.1, ruu 1uaU.el to tlle aon lld.*111 
of - fll .. - leclw.ciult ta ll'Ull, 11a JIDllenO C I•, CUlld.ft 
IOelN, de. D la alao lo • llq;11l Illa\ ._ ... 1 ...... flt tlle pn1ea, 
1»Jence d Jllt)llllllta Cl'lau ld&IR eoaul"'- te .._lop auttlclen ,o11,lcal 
~ tor tlll ,oUq ,.ax,n, ao "*' a naltlliaa\l• Pl'OCI• cu •,rn&W• 
wt.a 111e •dentcal COC11n&U• f/1 t111 mr. 

'Ille Wllft .. ,-. DOI filal .. ,.~ .... i191laa,t.Na•viU. Ula folll lll 
1fldcll tM \aN of .. hal'a NHUl"Ce8 COlll4 INt COGS~ a, tlae pzeMal •1at 
"7 ll'UU. alll1'a1IC lb1a an.atlilla ,..11111, ii 1a ......... ftN\ to 
letend• ._. ... tllill avreal 1ea•• 4lfflnJ.,s.a area (a) '-°1V7 (tor 
11uomol OI' olller n1 ua1), or Cit) ~. 411111 M • cbc:p la \be 1- 1'1111 
JN1U. flt coff• u4 lo tbe ~ el an..u&lue4 illlfCln ratee, U.. 
face ot a a1'1a,100 ol conl•Sas 1at1a,toD U'ldlls pnllU1.J¥ hm ~ 
4eftc1u Ul looM onts., ,olkl.N. U U. ,aQW\ Uft'S4Nl-1N an •' 
autnlf' I £ l...,...•llltl Ude f.l ._ ...,....i 'fiew••U. UM ol Ule ,_., 8 N-

IOUl'Ce8 -14 ai, INI J98IIIW u tt.alzicial ""''"fol'• llaJOI' atot1tu•1oa .,, ... 
a. tac, 111a, u. lnla1UM _..n,1e1 •• ...._ tadMilla f/6 • ._... 

hr tlae UliN CN41, ,rue• <•ST·' ldUloll), ....._, ld8" .... 1, ... UU7 
tor ov 111N1• a •lu1.1'7, t• ..._ 1NID1ft\ flt U. INaU.la autllonUea, 
OIII' ...,..tallllllll ot tlMt •tan fll llletr ,_,_ .. 4.Utt.cul,tN. 

x, --' DOI w ... 11¥ &t.NffD11»1- to ta. lnaiUu aut&tier1,1ee le -
'911n .., en tllciaa t , a Dllll'J ,.,. .. tittlni,s., .- Ille autte.i-
u.. ao tu1111. 9rl a~u.e 111a, are ~ 11111 mllMlit •1••• u 
tllll IMk ot ll'Ull ue, • ..,..., •U awn ol 111111 tac\ *' tllq an 
Phi tlll'OUlll a liltt' .. u. ,odllOll, tue to U... tu\ Illa\ after a tn aoatlaa 
fl ...... coffN ..i.e., .... 1.an,.. ........ (OotoNr), oottM ...... 
DJIIIII 11a u& ,..._,,, lo uoa4 w llalt 1111n a., wre a 1NI' 
la .. .... . tbnr tollar cull piueli 1a MP'1ft aal U.7 Jlaft 
,.,. _.. .a.o oaa llalt U.11' u.a r4 eNtU\ ta In Yon, .. , .. _. a\ atWoa. 
llllla Ulla e'lMIIIDIJII el tanld for coffN ta Jll,nq *-to..,_,, l'Nt.ataw, 
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Office Memorandum 
Confidential 

Mr. Per Jacobsson, Managing Director 
TO =Mr. H. Merle Cochran, Deputy Managing Director DATE: March 7, 1958 

FROM : Jorge Del Canto, WHD~ 

SUBJECT : Brazil--Teutative Views on Use of the Fund's Resources 

The briefing paper submitted to you yesterday summarizes financial 
developments in 1957 and the immediate outlook for 1958. It also provides, 
as a basis for discussions, some tentative staff views as to the course of 
action that the Brazilian authorfties miiht consider tcr deal with their 
problems. It is our hope that these ideas might prove realistic . In infor-
mal discussions with Dr. Paranagua, he has agreed )1th most. ct them, and in 
general--although not in every detail--it runs parallel to the known thinking 
of same of the key technicians in Brazil, like Roberto Campos, Casimiro 
Ribeiro, etc. It is also to be hoped that the seriousness of the present 
balance of payments crisis might contribute to develop sufficient political 
courage for the policy makers, so that a stabilization program can crystallize 
with the technical cooperation of the IMF. 

I 

The briefing does not deal--except by ~lication--with the form in 
which the use of the Fund's resources could be considerett:-at the present time 
by Brazil. In analyzing this Brazilian problem, it is important first to 
det e;gniQ!! whether the current pa;yments difficulties are: (a) temporary (for 
seasonalor other reasons), or (b) structural, due to a change in the long run 
position of coffee and to the maintenance of overvalued import rates, on the 
face of a situation of continuing inflation arising primarily from budgetary 
deficits and loose credit policies. If the payment difficulties are not 
strictly temporary--and this is my personal view--the use of the Fund's re­
sources could only be justified as financial support for a major stabilization 
effort. 

The fact that the Brazilian authorities have been thinking of a drawing 
for the third credit tranche ($37.5 million), however, might make it necessary 
for our mission to clarity, for the benefit of the Brazilian authorities, 
p- .J!;!.derstanding ~f the nature of their payment difficulties. 

It might not be easily discernible to the Brazilian authorities to see 
that they are not facing temporary payments difficulties, but the difficul­
ties go deeper. The authorities that are operating the exchange system at 
the Banlt of Brazil are, of course, well aware of the fact that they are 
going through a tight dollar position, due to the fact that after a few months 
of record coffee sales since the last Fund drawing (October), coffee exports 
dropped in January and February to around one half what they were a year ago 
in the same period. Their dollar cash position is negative and they have drawn 
by more than one half their lines of credit in New York, estimated at $90 million. 
While this slackening of demand for coffee is partly due to buyer's resistance, 
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in view ot the long run outlook tor cottee (growing surpluses)'U the basic 
reasons tor the drop~ cof'f'ee sales is a direct consequence ot the present 
cotf'ee export rate and the domestic minimum price that have priced Brazilian 
cotf'ee out ot the market. Brazil is inhibited to make a drastic change in its 
cottee policy ( exchange rate and ~imua price) in view ot its commi:bnents 
under the Mexico Coffee Agl:eement.:/ · 

The Brazilian authorities might think that it is proper tor the Fund 
to assist them financially, on a temporary basis, while they gain time to 
take corrective measures that would allow coffee to tl.ow again normally, 
without wrecking the Mexico Agreement. The situation is becoming so critical 
that the Brazilian authorities could~ consider a 437.5 million drawing, 
with a commitment for a six-month volun~ repurchase. It is my view that 
such operation--if accepted by the Fund--would not solve anything, in view 
of the fact that with present financial policies Brazil will not be in a 
position to discharge such repurchase within six months. Brazil~ has 
a repurchase scheduled for $17.25 million in July 1958 and $20.25 million in 
December 1958; the drawing of $37.5 million last October l.957 will be due in 
October 1960. 

I I 
In rejecting the idea ot a drawing for seasonal. reasons, however, it is 

my view that we should be MrefnJ _in not implying that we are tak1ng a stand 
"'4fst the Mexico ~!!PftP+.· This is pol.itical ~te tor most Latin "1 . countries, and while I personally have some doubts about its workability 

' } 'tJ over the long run, in a period of growing surplus, I think we must limit 
• ~ ourselves--as we have done so tar--in cautioning our member countries of 1 .. ~ the domestic inf'lationary repercussions of thiir scheme. 

,~ _ 
1 

j/'v I think our staff mission should emphasize the :tact that the immediate 
~- , payment ditf'icul ties arising from cottee, however, are only a sympton of a 

I l , tar. more serious imbalance in the Brazilian economy. This imbalance is the 
direct consequence of domestic inflation associated with budgetary deficits 
and losse credit policies. Furthermore, there are certain structural 
weaknesses in the Brazilian balance of payments. There is a heavy dependence 
on certain basic imports (petroleum, wheat and other essentials) and a heavy 

y world. coffee production for the 1957/58 season is expected to increase 
to 41.5 million bags tram 35.6 million bags for the previous season and 
expected to increase further to 43 mill.ion bags over the next 3 years, 
while consumption has stabilized--at present pricea--at around 39 billion 
bags. In order to maintain prices, under the Mexico Agr.eement the Latin 
countries agreed to withhold from export certain proportions of their 
cottee production (tor Brazil 2:01, of exports made in the period O.ctober 1., 
1957 to September :50, 19.58, or around 3.1 million bags). 

g/ Brazil's ob11gations under the Mexico Agreement have become firmer and 
firmer as the other countries fulfill their ob11gations. On March 3 
Colombia set minimum export prices and pegged the buying rate for 
certificates at 6.10 pesos per dollar, in an attempt to develop a spread 
ot 2 cts./lb. between Colombian milds and Santos Ja.; up1x> then Brazil had 
been worried about Co1ombia undercutting Brazilian coffee in the u. s. 
markets since higher quality Colombian coffee was below the cheaper grade 
Brazilian cotf'ees. 
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schedule of amortization tor toreisn debts (inc1uding large debts involving 
rei'unding of commercial arrears). Even assuming that the present coffee 
situation would not change (prices at around 50-55 cte./lb.)--a very 
optimistic assumption indeed--tb.e servicing of external debts would represent 
a heavy burden over the next few years (over $3()0 million, or 2<1/, ot all foreign 
exchange receipts in the next three years). From this point of view it is 
alarming that Brazil should be facing payment difficulties at a t:lDe when the 
adjustment tor Brazilian coffee prices in the world market has just begtm (a 
drop of only 51, in the price of santos 1t. since a year~, as compared with a 
2<1/, drop tor mild coffees (Colombia and Central America) and an even greater 
drop in the price of non-ferrous metals). One can visualize the gravity of 
the situation when the drop of coffee prices gets well under way. 

As indicated before, the payments difficulties of Brazil are the direct 
result of (a) a long run trend--which has become a "slogan" in official and 
academic circles in Brazil--that growth can only be -,.shieyed at the 1>rice of 
cert,ajp mjpjJQJJDJ rat& of inflation; and (b) a continuous tendency--in postwar 
years--to mortgage Brazil's creditworthiness through a heavy short and medium.­
term borrowing, tor development a.s well as current consumption, and ( c) more 
recently--in 1956 and 1957--a poller ,of appreciating the auction import rates 
while domestic inflation continued • .!/ 

In these postvar ·years Brazil has been fortunate in receiving a continuous 
inflow of foreign capital, and substantial loans have also been made available 
trom the IBRD and the Eximbank. A large accumulation of supplier debts has 
also cleveloped. This has allowed the Brazilian economy to reach a greater 
degree of diversification. From this point of view the Brazilian economy is 
in a much stronger position than that of Argentina, tor example. On the other 
band, this tinancial assistance has delayed the authorities trom facing the 
tacts and adopting suitable policies to correct the situation. A short-lived 
attempt to follow stabilization policies was made by Dr. Gu.din in late 1954 
and early 1955, but the national psychology seems to be against drastic 
stabilization policies. 

It is our hope that the time might have come when the authorities will 
awaken to the seriousness ot their financial difficulties and agree to work 
out a major stabilization program with our staf'f' mission. If such a program 
evolves in the discussion of our team with the Brazilian authorities, the pooling 
of Fund resources with those coming :from other sources to back up a stabiliza­
tion effort would f'ollow the pattern of other stabilization attempts being 
undertaken in Latin America and strengthen Fund policies in this direction. 

If an attempt to evolve a stabilization program proves successful, it 
d appear that a stand-by, for either 251, or preferably a 5~ ot quota r:\- ~ \ ($37.5 million or $75 million) might suit better Brazil's present needs. 

~"' • A stand-by would provide the following advantages tor Brazil: (a) Raise 
.II\ a larger sum of money, by combining our resources with other sources, to 

V. Y" \ support the stabilization effort,; (b) flexibility of such financial assistance. 
'"\J'\ Brazil wuld use under the stand-by strictly the minimum needed; ( c) economy 

y The average effective rate for the U.S. dollar 1n the Rio market declined 
trom. about Cr$121 per dollar in Feb. 1956 to abou-t Cr$88 in Nov. 1956 and 
stayed at this level until Aug. 1957, when the new tariff was adopted and 
the number of auction rates was reduced from 5 to 2. Under the new system 

th! a~ta!iOi ~ ~e~fti ~ tht~~enr~~il.oiti~~S ~S Cr!f llar 
~s~ct!on mar~t was re~ce~by $i million for the General vaa~gory ~ 



.. 

.. 

\ 

.. 
- 4 -

in the cost ·of the operation, and (d) the added advantage of permitting a 
refunding of the repurchases scheduled for next July and December, totaJ1ng 
$}7. 5 million. For the Fund, a stand-by strengthens our hand in the implementa­
tion of the stabilization program and would permit a more economical end usef'ul. 
application of our resources • 
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Ir. ColhrtUI 

Ir. Hom• 

h'brlau7 l8, 19,S 

Mr. Paranapa h&a intoned 11• that ow1nc to oarta1n aba:aa• that 

are btl1nc sad• 1n t.he Bru1lian coban1• 9Jatalr he 1lill DO:t be _...., ~or 

t.he Braall1ui aoneultat.1.ona Nport to come to the Board before some t1ae 

1A llarah. 

cc: ~. Delfto 
Mr. Frie n 
Miss Ho 1 

f 

/ 
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Rio a. l aneiro 
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Ckrpa d• purat.UU1t. te lrtlcle ,, Seotion 8(0) 

tor pericd ended lan1W7 .31• 195• amount, to 1,643.7" troy 

ouaoea of t1u goldJ adv10$ airmailed today. These ohargea 

BN ;.,aya:.le \fithin 30 da,s boa da'IA of oalal~. 

Test lee 
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Dep. l4€o D1ro 
rr. Paranagua 
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TRE 
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Dear Heroulanoa 

In the abaenoe ot 11r. Coatanao, I am writing to JOU to aolmewledp 
receipt ot yoUJ' letter ot Deo•ber 30, 19", and to think JOU •ff'l'­
inc out the arranpmenta •de with Ir. SaoolwtU. 

Untorhnateq, bo•,er, the eraol.oatal"9 reterrecl to in the letter •• 
not receiwd 1d:th the i.tter. woulcl appnoilte it it JOU would ND4 
ua another oow ot the 111.aplaeed date cm exobange notS.ana. •• aleo hope 
to 1"9081'99 eom a OOJJ1 ot Sm.ta:•• InatrucU.on oonllOlidatS.q the ftJ'iou 
deoreea and replatiou cm a.obanp matten wbieh, w mdentend, baa 
been iaeued reoent.]1'. 

I '1111h to apreaa our aJ)J)l'NiaUm tor ,our kind cooper.Um 1D 
•inteSn1ng stream ot ftluable iDtormatim to the P\md llbloh 1• ao 
1.llportant tor our ta*• 

With JdncSellt repl'da, I am, 

Jorge Del Canto 
D1zieotolt 

leatern Beud.spbere Departmlmt 

Senor Heroulano Borpa de rcm.eeoa 
Cblte , Departamento Econ6mioo 
Superi.ntendllnoia da lloeda e do Cridi to 
Rio de Janeiro, Brasil 

EZsmcgs 
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S. M. C. 7 

Rio de Janeiro,oezember 30th, 1957 

Cta. DB-DIBAP-1887 /57. 

Mr. G.A. CONSTANZO 
International Monetary Fund 
1818 H St., N.W. 
Washington 25, n.c. 
U.S.A. 

Dear Mr. Constanzo, 

r 

. ,. 
;:: 

We are enclosing herewtth a set o~ totals 
referring to data on exchange auctions required by Mr. 
Sacchetti during the last "consultations". 

In accordance with arrangeffients with Mr. 
Sacchetti, as the figures co;1ldn't be furnished at that 
time, we should send them to the Fund as soon as po~ 
sible. 

Please accept our best regards. 

ECONOMICS DEPARTMENT 
Balance of Payments Division 

Herculano Borges da Fonseca, 
Chief of Department 

/bra. 

• 



I f 
, 

J an»&ry' 10, 19,a 

Dear Kr'. Card.ozo &I Mille .. to 1 

While I vu ..._ Sa EvoJe, I leame4 of JOU' -,oint• 
amt to the~ p1t1cn ot Bxeeutiw Director of SUll)C, 
I Wlll4 l..1Jra to caaaratulate 7W en thia -,oilltam anA I via 
)'Oil "91"7 aucceaa in the 4alicate tuk &bead. of 70'1 • We haft 
leame4 ot JWJ' ~ u an ta,ortaat banlrar frail Sao Paulo 
--a atate tla\ I W. '118 priYllep ot Tiaitiq biq sr recent 
trip to Sollth Aaffioa .... 1111 an cont14ent that thrGup JW w 
w:1.11 turtller •trenctben the excellmt world.De nlaticmall1p which 
bu ~ betwen the J'un4 aD4 ta ... ta'r7 authoritiff ill 
Brull. 

With 'belt V'ieblla tor 19'8, I •, 

Mr, JON J. C&rd.oso U Mt]Jo .. to 
Exeeuti'ft Director 
su,erintead.enc7 or .lbMt7 anA Cre41t 
Rio 4a Janairo, Brull 

Per Jacobaacm. 
Managing Director 
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For 7ov.r intcmetion, I would like to aM that a SJ118.ll repurchase obli­
gation, equinlent to f207 .'n W&a calculated in accordance with the nrovlsioms 
of Article V, Section 7(b) . of the Fund ~eement. 

However, in oontonlt1 ·w1tb the ExP.cutive Hoard •s Deciaion at Meet ing 
S7/S5 or November A, 1957, relating tc, 111nimal repurchase obligat.1ons , Brazil 
will be notified , and the obli~tlon coll~ct@d , on the next occasion that a 
repurchase obligMtion accruea whiah , together wJth the one mentioned abOYe 
•ill total the equivalent of SSOO or more . 

Superintemenci• da 
rt.oeda e do Credito 

Rio de Janeiro , Brazil 

--,,- ._,) 

S ner/~lich/~oc/aae 
Ja~17 9, 1958 

Si~erely yours, 

... 

Y. C. loo 
Treasurer 



r. Co*- JaJNaJ7 6, 19S8 

ttaob.ed llento are •uened reTinou 1a 

the ll"aaillan deeiA•, 1A llgla\ of th• diacuaion 

in 7-.r otttoe thi• IIDl"D1J2C. ,e are aln •tnel1DC 10• 

COi • ,..ce\\ 
Mr. Gold 
Jr. Be 

ot \he Recoaaenda\iona tor 'Ttll/sr 



!i. S:'ince th,o last d:0nsultationo '.thore was ·a. oimplii'ication in: Brazi1•.s 

multiple exchange :system a:n'ect1ng import paymcilts~ rem~ltin/j mostfy from. the 

·· chartges introduced ·in August 1957' in. connoot:ion with the tariff reform. ·The 
!. • " • . ' • . • ~ • 

. . 

. mult.iple exchange e.ystem for cxp::,rts, involvi11g two sets of four ex.port · 

bonu~e!l. tor tho 86tabli~hed export categories plus a va.ri.a.ble bonus for 

~of':fee export p;oceede which termihates on June. ~O, 1958, remains compie~ • 

. The remaining· complexities ·are ·harmful to !h'azil•.s economic and ·exchange· 

position, and are unnece1'Blil'yo :: The ·Fund ckies not object to the above mu~-

. tiple currency ~ praatiees on a tenporary basis, ·but urges Brazil to 

take ·early isteps to intro~uce further exchange eimplifiea.tions. and t1ill 

remain ;in ci.msultat:l.on ·nit.'!i Brazil on this -matter~ :The Fund notes that .Bt"az11· · 

has reduced reli;ance on bilateral ugreemente and encourages Brazj.l to .. continue , 

itf'l efforts in this du-ection. 

5. nrazil lte.s l'f)c~,n:tly in:troduced an arrange_ment whereby exports of. 

·textiles-receive a bon\U!! of ort36 per US:'jl in. ~ddition. to the ei'!ecti:ve 
. . - . 

rates for Category !V'e:xports~ The bonus. io to be ~inan~ed by an. ·exchange. 

··surcharge of .CI\;1.35 peu.··us£;,l on ·:l..tl'.\ports of specified textile e4aipment. The 

Fund .considers that, particula:rly :in light of its decision of June 26, 1957 

on multiple currency prac.ticeg~ this arrarigement should be discontinued. 



FROM 

Office Memorandum 
c:?~ -

Mr. H. ~~ _7\y ~ Direct.or 

orge Del Canto ~ r 

DATE: January 2, 1958 TO 

1957 Consu1tations - Brazil 

Attached you will find the complete report. Part I has been 
agreed by both Departments, but drafts ot sections ot Part II (also attached) 
have been exchanged between both Departments and will be mutually agreed by 
tomorrow. You mentioned this morning that you wanted to discuss our policy 
position, on the recommendation, vis-a-vis other complex cases, like 
Yugoslavia and Uruguay. 

Attachments 

I understand you intend to pass this doc'UID9Dt to the M!l,nag1xig 
Director. ~ c:,?kc:?"~_SLS.c::,? 

\\~'''~·/ ~~ ,?,~~;,;~ 
:~' ~ ,·(;"' '."' ~ --~~ ~~.;'._s; , n'' /' .,. 

' ~~~ 
'''" . /Z-~/;,::, '-r 

.... _ 
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Mr. H, Merle Cochran, Deputy Managing Director 

Jorge Del Canto 

1957 Consultations - Brazil 

January 2, 1958 

Attached ;you will find the complete :report. Part I has been 
agreed by both Departments, but drafts of sections of Pa.rt II (also attached) 
have been exchanged between both Departments and will be mutually agreed by 
tomorrow. · You mentioned this morning· that you want~d to diecusa our policy 
position, on the recommendation, vis•a-vis other complex cases, like 
Yugoslavia and Uruguay. 

I understand you intend to pass this document to the Managing 
Director. 

Attachments 

JDelCanto:arb 



INTERNATIONAL MONETARY FUND 

J&D111117 16, 1958 

l 
... Cochran, , , 

.lttaobed 1• a carbon oow ot 
tbe atenciW Bras111an ocn8Glta­
t1ona report. It will not be 
llilleograpbed until yog giw tbe 
tinal o.t. 

I understand tNa Mr. rr1ec1aan 
that be will be d18CIISll1Dg the 
Iarael report with you 1D tbe near 
tuture and be teel• that we aught 
w va1 t util J011 haw aade a cle­
cisiOD on. Iarul betore we releue 
the Bra.S.llan nport. 

J. Del Canto 

Jorge Del Canto 



I hav. no co111181lts 011 the oomnalt..tiou paper aD!l on '10tfl' and. 

llr. Del Canto•• not.• to Kr. Coohna ot Affll&1'J' 6, 19,s. I cl&r1ft.ed a 

tew 111.J'IOr poJ.at.• w.Ltll twaa&"II • .Plnall, "'-.Oehet.t.1 and aweaq. 



INTERNATIONAL MONETARY FUND 

Mr. Del. Canto 

V 
I; 

The Managing Director 
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Jan~1.0, 1958 

i Dear Mr. SaJJ.es.: 

I was happy to learn,, wb;ile, I was a.we:y in Europe, that you 
had been n~d Minister of' Justice of your country. I would like 
tot-ake. this opportunity to congratull:ate you· and. wish you success 
in your new important task. III a. way I am eony to see you leave 
the Superintendency, ·since through. you we have developed au in­
timate working relationship between·~ monetary authorities of 
Brazil and. the Fund. · · ·· · · 

W'ith _my best :personal wishes to· Mrs. Salles and you from 
Mrs. Jacobsaon. and myself, I remain, 

His Exaellenay 
Eurico de Aguiar Salles 
Minister of Justice 
Ministry of Juetiae 
Rio de Ja.n~iro, Brazil 

Sincereiy yours,, 

Per Ja.cobsson 
Ma.nag~ Director 




