INTERNATIONAL MONETARY FUND

Decasber 33, 1359

We. Coclwen:

Attached e weekly progruog
MG:I. iaiti, end
Paregusy. there afe 8o aoteworily
clanges in the wouds pointed owk
i previous notes,

G. A. Costanzo
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Eod of period . - Cuxrtncy' barmwina : auﬁtion mlut o
, - —— (& hiﬁions of orize 1xos) %
R cenber - . 119.8 sa;b . 2.8 1:;&.5

‘ m U . . . 3-25#3 e 3‘300 o 166:3.2:/ - 7.6
. S&p‘bmher o j o o . 15§-l§ ‘ . mcé I isz.2 ( 166.0

| Ostober 3L . C 130 231 2983 - 1635

© Novewber 28 . . - T - 203 169,52/ - 19h.5
" Decexber 5 - .0 1k66 . 325 - 190.5 k.5 -
. Dacewver 12 . 194 B2 19%2 1980

.. Deceber 19 - . 1179 R o C192.% . 2ok

© December 26 . 1566 - B9 . b 208,53/

' Sowrce: SUMOC, Weekly cable and Statistics Divieicn, .

1/ iverage of geversl end specisl categories for am ae Janeiro end Bao Paulo,
- 2/ Supply of excliange to market incremsed,
g/ Mid-point rate for December 23, 1959. .
- . §f Tmere was no auction during this veek.



INTERNATIONAL MONETARY FUND

December 28, 1959

ir. Cochran:

Attached is the usual weekly
report on Brazil, You wili note
the rapid incrdsse in curreacy
issue end government borrowing at
e central bank in Deceubeyw, i.e.,
Crgl2 billion.

G. A. Costanzo



Mr. C. D, Finch December 28, 1959
M. Kemal Kurdas
Brazil--Selected Data

End of period : “ during ) X
. %‘. 119.8 2.4 192.8 138.5
o
Juns

121.0 9.5 276.0 139.5

125. 18.0 166,38/ 1h7.8
September 135. 2.6 182.2 .0
October K1 136.0 23.1 198.3 183.5
Hovember 26 ua.g 27.3 189,58/ 19%.5
December § 146, 32.5 190.5 194.5
December 12 " %.2 195.2 198,
December 19 " | .6 192.5 aox.ol/

e Source: SWMOC, Weekly cable and Statistics Division, IMF.

Average of general end special eategorics for Rio de Janeiro snd Seo Peulo.
Supply of exchange to market increased.
Mid-point rate for December 17, 1959.
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gt of my knowledge there were no
there any planned for the next
is. He indicated that he would
the information by some time next week and would be calling
I checked this with Costanzo and we suggest that

+ Kashiwagl be informed that there are no current discussions with Bresil

and none planned at this time for the next month or two.

wmm
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buckmn-iuthomk.

ce: Mr. Uoﬂ-lnm/
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Mr. 0¥ Del Camto . . December 17, 1959
{:' ‘,ﬂo ?m@h . A

. Prazil--Selected Date

- o Government hverage Free
Ind of Pericd Gurreney Borrowing . Auetimal ¥erket .
. - ) ' _During year ium-/ "Rate

" {In biliions of cruzeiras) (m Cz§ per Ubs)

Decexber : DU 2 S - - XL 192.8 18,5

T Mgreh © T T T 1210 C95 T 260, 139.5
Jene © o 185.3 18.0 } 165&-/ ~ 1h7.8
September - 1354 - 216 .. 18a.z2 166.0

dctober 31 - 180 231 198.% 3.85.5 ‘
E . . 2 :

Decerber 5 LR . 32,5 150.5 194.5
December 12 gk o 3h.2 ’ '193.2 198.0

ey . Souree: SUMOC, Veekly cable and 3‘&&%1&1:&«33 Division, 0¥ .

-1/ Average of general and gpecisl categaries for Rio de Janeiro and Sao Paulo.
B/ <cupply of exchange to merket increaae&. o




Decesbar 15, 19%9

in Brazil

Wr. G. A. Costanso
of Recent Economic

Cs D. Finch
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Table 2. Changes in DTxchsnge Profits Account

{In billions of cruzeiros)

1/ Tt Coffee Gther
Belance fxchange Profit Purchases nditures
1958 1955 195% 1959 1358 1955 %9! % 1559
Jan. 1 to May 51 1.5 18.9 12.8 37.9 8.0 9.0 3.5 10.0
June I o 3‘3}!@ 50 50»6 D2 3.8-0 1%.{3 ?95 20.1 3‘:8 QO.9

v e e s 7 e -

1/ vewative sign indicates veduction in outstanding balance; positive sign incraase.

Zank of Brazil credit to the private sector appesrs to have been under rels-
tively greater control in 1959. In the first nine months of 1959 the increase in
this credit wap Cr3l2.5 billion {11 per cent) compared with Tril3.7 billion (20
yer cent; in the ssme period of 19553, Oredit extended Dy the commercial banks,how=
ever, Has grovn very rapidly. In the first nine months of 1959 the increase was
Crds6.4 Hillinn or 28 per cent ani fue to the substantial deficit of the public
sector the iiguidity of the commercirl hanhs has coptinued sbove that of the yeor
befors.

Forelen eschange regevve dots are not reporied cuvrrently to the staff, but it
is understood that through the beginning of Yoverber there was sbout 560 millien
in converiibie reserves or vmused lines of ~rclil, in udlition to &bout 550 million
in fyee gold in Jew York. This would Peprresent an improvement of about 550 million
compared with the low point early im tihe yonre v ia probable that some of this
mergin hag since been used.

he i'ree market rate bas depreciasted im the last two moaths to npearly Ur$200
per U,0. dollar. The asuction rete hes alsy tended o depresiate recently, but
this woa checked at the end of Hovember by 8 20 per cent increase in the amount
auctionad. 7The exchangs to meet this inereese in auction does not, of course, have
to be delivered until four months have passed. Under 4the Prazilian exchange
system, couvertible currencies gre suctioned for delivery in 120 dayvs.

Table 3. Mrket Deterained “xchange Rotes

{Cruzelros ver U.%, dollar)

Averpge Auction Premium'y Free Market

1950 1559 1955 1759
iarch i21.6 276.0 106.8 159.%
June b} 166.3 2.8 147.6
Baptexber 195.1 ifo.2 156, 3 160.5
Decomber 5 190.5 19%.5
December 31 19a.0 138,85

1/ Avcrege of General ard Special Categories at Riv J¢ Janeiro and Sso Paule.



Decegber 15 » 1959

Dear Mr. G-s.lveas:

T wish to acknowledge recéip‘i; of your letter No. DE/DIVIN/
Cta. 407/59 of December 2, cnclosing summary tables of the data
on governnent horroviaz, currency issue, average agié for general
ard speeial category suctions in Rio and Sao Paulo, and waekly
gales of exchenze ot auction.

With many thenks and warmsst yegards, I am

Sincerely yours,

Jorge Del Canto
Director
Weatern Hemlsphere Depaytiment

Mr. Ernane Galveas

Departavento Teonomico
Superintendenais da Moeds ¢ do Credito
Avenida ftio Branco, 120 - Q endar

Rio de Japeiro, Brazil.



8EC-18,210
Translation

139930
12/22/59

UNITED STATES OF BRAZIL
BUPERINTENLENCY OF MONEY AND CREDIT

-

DE/DIVIN/Cta.k15/59
Rio de Janeirou, December 10, 1959

Exchange Restrictions Department
International Monetary Fund
Vashingion 25, D,C.

U.8.A.

Dear Bire:

We enclose statistical data on exchange certificate auctions
held in Rio de Janeiro and Sio Paulo from November 3, 1959 to
November 26, 1959, as well as the average quotations of some
foreign currencies on the Rioc de Janeiro free market.

Very truly yours,

ECONOMIC DEPARTMENRT
International Division

]

/s/ /s/
Brnane Galvias C. N. de Sampaio Vianna
Assistant Department Chief Division Chief

Sexpe/rfad.5

Origs & Encl: ERD
cc of letter: Mr. Paranajua
VHD



Decembder 2, 1959

Dear Mr. Galvess:

T wish to asknovledge receipt of your letter No. IR/DYVIN/Cta.
366/%9 of Novemder 4, enclosing summary tables of the data en
government borrowing, currency issue, sversge agic for general and
special categery suctions in Rio and Sio Pmule, and weekly sales
of exchange at suctien.

With many thanks and warmest regerds, I am

Sincarely yours,

VA

G. A. Costansd
Acting Director
Vestern HEemisphere Department

Mr. Ernane Calveas

Dapartamento Ecomomico
Superintendencia da Moeda ¢ do Credite
Avenida Rio Breaco, 120 - 9 andar

Rio de Jameire, Brazil.



T4 1380 INCOMING MESSAGE BEIT913]

INTERNATIONAL MONETARY FUND
WASHINGTON, 25,0.C.

=~ INTERNATIONAL MONETARY FURD
A FEDERAL RESERVE BAMK OF NEW YORK, NEW YORK 35752
FILING TiME:__:13 PM November 30, 1959
VIA: ‘_ WESTERN UNION
372

Number ;

HAVE EARMARKED FOR YOUR ACCOUNT 9,632.258 TROY OUNCES OF FINE COLD BY
ORDER OF BANCO DO BRASIL, B8.A., RIO DE JANEIRO

FEDERAL RESERVE BANK OF NEW YORK

Orig: TRE
ce: Wr, Paransgua

WHD

SEC

Test number checks:

Approved:

Recelved in Code Room : 9:00 AM December 1, 1959

]



Deoerer 1, 19%

Genth_men:

¥e write with referunce 0 the fund'o ietter dated Hovenber 2,
1,59, concerning the e to the Pund by Braslil purcuant
to Artiele V, dectlon «(e) of the Fund Acreerent for the querterly
perice ended Ootober I, 1950,

In thie comaection the Fund has becn edvised Dy the Federsl
Regerve Bank of Hew York thet  , .25 truy ocunses of fine gold
weres transfermed o the Fund's account on November 30, 1959, by
order of Banco & Frasil. This emciat, o sther with i.012 ounces
neationed in the Fund's letter of loveuber ¢, 1454," vade a total
of 9,633.270 ounces aallable for the payment of thig charge.
The Rwd apcordingly deducted the epount of +,L33.2C00 eusers due
frow the 0ld evailadbie, thersby leaving a balgnee of 0.008 troy
ounce of fine gold, which is being beld by the Fund at the dise
posal of Brazil in accordance vith the verms of Nule I.1 of the
Rand's Rules and ilaguistions.

Bincerely youras,

WA
R. iKroe . Cherles ¥. Powell
Assistant Treasurexy for Operat ons Asting Treasurer

Superintendenc s ds !Ceda ¢ @ Cred:to
UX Avenida Ric Branco, /andar

Rio de Janeiy, Brazil Dep. Mg, Dir,
ce: Mr, Paranagua
WHD
4 . TRE
r SEC.
Dlechliter/wk

Degeuber 1, 1957



INTERNATIONAL MONETARY FUND

Novesber 30, 1959

®r. Cochren:

Attached are weexly reports om
the developments of the financiel
umnwm Bresil,
‘Baiti, sud Peru.

G. A. Costanzo
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ANATY, 0,

& Office Memorandum

pATE: November 20, 1959

TO : Mrc C. D- FiDCh &u(

FROM : M. Kemsl Kurdas o &

SUBJECT : Brazil

Attached are two tables giving information on public sector finances

and balance of payments movements during the last 10 years, as requested

o,

by Mr. Paranagua.



Prazil - Public Secteor Fimmmces, 1951-%9
(D= Dillioms of cruzeiros)

m m Sxchange um (=) Carremey zoous? m;p‘f{ 1A

3,
+) Bet lsss(-) Profit(+) Net Befistiemary(+) Imnc.(¢) Bee.(-)

~-(-) +) Daf.

1951 -g::g a1 e s =) 2.4 s +) k) +) 12.3
1952 - -~ - - 2:6 +) 3.h +) 1.5
1953 -) 3.7 -) 2.8 +) 8.0 - 1 +) 6.9 +) 20.0
1954 -) b8 =) 7.6 +)11.9 «) 0.5 +)12.1 +) 2.,
1955 -) 7.1 -) 2.0 +) 2.3 -) 6.8 +) 9.2 +) 26.%
19” - . = m‘ L 4 9 - '08 L 4 12.& < ”0‘
1957 - .q’ +) G.1 +) b8 -)34.5 +)15.9 +) 73.6

..)25.6_/ -) 0.7 +)10.7 -)13.6 +)22.1 +) 62.2
ho“’ (-)”00 BoBw E’ ’.w ("mo. 0) 8.2 ") .8
Jon. ~hug. 2.8 ReBe +) 2 BeB. 4)12.54 D&
Jan-Oct. B8, n.8. B8, n.a. +)18. 2.8,

1f mot othervwise stated. Indicates met mcvemsnt in govermmamt indedtedmess vis-a-vis dDanking system.
govermment indedtedmess vis-a-vis banking system.
Isss and Profit Aceoamt. Overstates the profits imasmuch

ii
|
|

Source: Ministry of Finaunce, Office of the Accoummtafit General, Baléincos Gerais de Uniac de 1958.
Source: Informmtion received from SUMOC.
Estimates besed om information received from SUMOC.

SSENERNTES
Il
b




Irazil -~ Movements in Balance of Paymamts, 1950-59
(In milliens of U.8. dollars)

950 19m ag% 193 3o NN

A. Goods, services avd domstioms 106 A71 -0 B -5 -% _8 -2 2p _-6§ 2
B. Private capital 8 82 60 10 _I5 _65 N7 336 28 16 165
C. Official @l <16k 8 -ih -0 -10
Dot qantiie B - % B X2 23 =
TI. Other afficial 50 -22 s 1 35 12 0 - 1 A§ &
R Iens D e & ;o3 ¥ g8 -; dp % e W M
II. Net IV positiom - 28 .8 ] - - <28 38 38 38 -20
ITL Other short-term 1tabils 50 138 83 <T <30 -5 35 -7 28 g 1bg
IV. Gold and reserve movemeats 51 109 - 1 35 38 -12 185 161 7 22

E. Fet Errors and Omissions =B 106 _3 -5 _35 _® 51 M A -85 =B

Fo sign indicates credit; mimus sign indicates dabit.

Source: Malance of paymsnts yearbook, Volumes 10 aad 1l.
Excluding items I, II, IIXI, im Growp D.

Preliminary.
The date for the first half of 1959 are not entirely eompershls with those for the first half of 1938.

Includes Swaps.




INTERNATIONAL MONETARY FUND

November 20, 1959

Nr. Cochran:
Attached is the usual weekly
report on Braszil.

G. A. Costanzo
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For Bio de Janelro and Sao Paulo; average of géneral and special categories,. - . 7
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INTERNATIONAL MONETARY FUND

Hovenber 12, 1959

G. A. Costanzo
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INTERNATIONAL MONETARY FUND

4

L/ Novesber 5, 1959

(

Nr, Cochran:
Attached 1s the usual weekly
report om Brazil,

G. A. Costanzo



Mr, Co David Fingh
M. um J




Hovember 2, 195

Gentlemen:

I an encibsing & Statement of Charges shoving the amount due
to the Fund by Brasil pursuant to Article V, Section 8(c) of the
Fand Agreement for the «riod ended October ., 1359.

The total of the charges due for this jeriod amounts to
9,£33.260 troy ounces of fine gold. 1t wowud be apprecisted if
you would advise the Fund at an early date regarding the arrange-
ments made for the payment of these charges.

According to the fund’'s records, the quantity of gold held
ag of October 31, 155 by the Pund under earnari for Brazll in
terma ol Heotlun _-1 of the fund'e Huics and Regulations smounted
to 1.012 fine ounces, wulch, of sourse, may be gpyplied towara the
payment of the charges refeired Lo anove.

3incerely youre,
Y. ¢. Koo
Treaguarer
Enclosare

Buperintendencia da Moeda e do Credito
) Avenida Rio Branco, ‘© endar

Sl cc: Dep, Mg, Dir,
; ¥r. Perenagua
«HD
SHC

¥ thuran, wk
ovenmber 2, }959



" International l’\ionetary Fund
Washington, D. C.

Statement of Charges
Pursuant to Article V, Section 8(c) and (d) of the Fund Agreement
for Period Ending Qctober 31, 1959

E‘vpzn

Calculation of Average Daily Balance of Fund's Holdings
of Member's Currency in Excess of Quota

y (Quote: URI150,000,000 =t $35 equels 5,285,714.206 fine cunces)

Average Daily
Balance in
Excess of Quota

Holdings in Excess

| .
Fund's Holdings of Member's Quota

g Equwalent in Gold
s 14 p
D:.:”P;mz;‘_; . m 6“7 In Fine Ounces | N9 ©f |Month|(In Fine Ounces)
- S 8@ Days
Fme Ounces)
1959 _ ,

hug. 13 3,707,557,806.70 5,840,973.478 | 1,568,259.092 | 3 Mug. | 1,58%,250.192
Sept. 1-30 3.7&,%7,@ 7 5,049,9T2.072 | 1,564,259.192 | 30 |B8ept.| 1,56h,250.192
Cho. 1“& 3‘ z"-Jf';' J?; .% m ?'*.L‘jym b?a 1’%,25’!9'1% n &to 135&_,:.“59-.1:’2

Calculation of Charges for the Period on the above Excess Holdings

Excess Holdings, by Segments
Date of Inception Amount

Rate of Charges Leviable

Total Charge
Per Segment

of Segment In Fine Ounces g . Tot. (Fine Ounces)f
Octover 1, 1957 967,T17.980 b b ai 3% 6,502,162
Bovember 1, 1957 103,684 ,00¢ pia, radi, 25# 653.351
June 1, 1958 k92,857,143 | @ 2% 2 2,477,153
Total Bxcess = Totel Charges
Holaings 1,56h,259.192 for Period 9,633.266

{ Lesed on the exact mumber of « (0) 1n the month indiceted, snd (b) in the yer commancing
{rom the segment inception (s te or its "mniverpary.

(hiet, Division ol Accounts

Comptrolier and ASSistant ITeasurer
and Tinaneinl Feports



OFFICIAL

OUTGOING MESSAGE

OFFICIAL

FOR PREPARING OFFICER
[ Night Letter
D Ordinary
D Code

SPECIAL INSTRUCTIONS

Cods

Drafred BVM_J‘_.L
ofrice of the
Department —— Preasurer——

Dete —fovember—2;-1959—
’

AUTHORIZATION

"LSéuiur‘m

Second Signature When Required

FOR CODE ROOM

Time Received

Time Dispatched ___m_m__

Number of Wofdl
A S a—
Route w
Operator e

{

-

INTERNATIONAL MONETARY FUND
® WASHINGTON 25,0 C

o Suearialisdendida va koade o o Joalls

—lda de Jemeire, Brazil

Ko. _z_.

Charges due pursusat to Artiele 7, Sectiom 8(e)

for perio@ endsd October 31, 1955 emount to 9,633.266

troy ounces of fine go.d;

advies airmailed today. These

charges are praysble within 30 deys from date of cable,

Test Yo.

DO NOT TYPE BELOW THIS LINE

INTERFUND

ec: Dep, Mg. Dir,
Mr. Paranagua
WHD
SEC




B8EC-18,001
Translated by Sophia Ramm
Reviewed by K. F. Magurn

138146
10/27/59

UNITED STATES OF BRAZIL
SUPERINTENDENCY OF MONEY AND CREDIT

Rio de Janeiro, October 15, 1959
I&/DIVIN/Cta.290/59

Mr. Per Jacobsson

Managing Director
International Monetary Fund
19th and H Streets, N.V,
Washington 25, D.C.

U.8.A.

Dear Mr. Jacobsson:

With a viev to completing the date transmitted to this
Buperintendency in your letter of December 21, 1956 and compering
them with the data available to us, ve should appreciate it very
much if you would send us, as sodn as poesible, the computations
undertaken by your organization in comnection with the survey of

the position of Braszil's monetary reserves as of April 30, 1957

end 1.9_58.

JAF/afm.

Very truly yours,
/s/

Marcos de Bousza Dantas
Executive Director

Orig: TRE :
cct Mr, Paranagua
LEG

"HD
RES
SEC
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WESTERN UNION WESTERN UNION

WESTERN UNI/

RN UNION
.EGRAM

WESTEW
TELEC

TELEGRAM

TELEGRAM

TELEGRAM

T
SM WULO84 22/20
RIODEJANEIRO VIA WU CABLES OCT 28 1635
INTERFUND FOR DEL CANTO
WASHINGTON25DCUSA 2
OUTUBRO 24 A 137.15 B MENOS 24.66 C 2,640 D 211,81
SUMOC BORGES DA FONSECA

327PME

Orig: Mr, Del Canto
cc: Mr, Cochran




=== WESTERN NION LR

unless its deferred char NL= Ngh« Letter
et b idionionkry shee "[‘EL
LT_ln ernational
proper symbol. Letter Telegram
W. P. MARSHALL, PresiDE! ’
The filing time shown in the darte line on domestic telegrams is STANDARD TIME at point of offgin. Tm of recetpt is STANDARD g | E tpom of destination

lcoA90 RIODEJANEIRO 22/20 21 1755 1%@om'm PH 7 og

INTERFUND FOR DEL CANTQ WASHINGTONZ5DC (VIA WU CALLS):
Ll AAY Ao ALd et cers /9 TS~

:UTUBRO 17 A 137215 B MENOS 28407 C 2.640 D 211,16
" SUMOC BORGES DA FONSECA=

Orig: Mr, Del Canto
ce: Mr, Cochran

THE COMPANY WILL APPRECIATE SUGGESTIONS FRQOM ITS PATRONS CONCERNING ITS SERVICE






17/9’
Mr. B, Brovedani W)‘p October 1S, 1959
Kemal Kurdas o - o AL
Brasil
Selected Dnta
.‘m of g Agio per US§ Free Mariet Rate
*m Issue m_! (Wlm)y (alo!mh‘)l/
1957: December 96.6 39.k 66.8 90.5
19581 March 9646 7.2 121.6 106.8
::m %goh 17.0 k3 132.6
. Nel.
December 119.8 25.6 m" mos
1959: Jamuary 116.8 NeBe 220.5 U3.6
February 116.8 ’.' 262.8 139.8
March 121.0 9ed 27640 139.5
Aprid 122.9 12,1 222.1 136.5
Nay 125.3 15.7 1T7.9 131.3
June 125.) 1603 166.3 1L7.8
Week ended:
duly 25 127.8 17.2 163.6 152.3
Aug. 29 131,2 173 1574 151.8
sep. 26  1mA 1.2 182,2 156.3 4
Ost. 10 136.9 16.1 206.0 167.0 i/
3/ Figures for Murch and Juns 1958, and for 1959, cmsist of Treasury berrowing fyom
the Bank of Brezil plus net issue of Treasury bills lesss deposits of official
entities at Bank of Brasil., These figures ore not exaetly e¢omparable with the



October 15, 1959

Mr. Cochran:

Attached the clipping of the
%&z Times concerning Brazil that
mentioned to you yesterdsy. You

might wish to pass it on to the
Managing Director, since there is
apparent contradiction between the
views expressed by the Minister

upon his return to Rio and the
recent exploration of Dom Octavio.

J. Del Canto

Attachnment



The Mmaging Director October 1N, 1959
Irving 8, Friedmsn, G. A. Costenso, and Joseph Gold
Brasil--Use of First Credit Trenche

1, The posaihility of Prexil using the first credit tranche raises the
guesticn vhethsr Brazil 1s making reasomable efforts to follow ate
policies with regard 01 (1) domestic credit and fisecal poliocy; (2) exchange
rate structure; and (3) use of short-tera external fimenoing.

2. To end the chromic payments Dalance in Braszil a firm monetary
poiioy is essential. This would involve the achisvement of a balanced budget,

|

MWQMWMMtW aredit expansion to
cent. For various reasons, however, imeluding social and political fectors,
ogr Thus, in 1958 currency expansion
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(e) The deywrecistion of the preferential exchange
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MEMOLAN UM September 29, 1959
Tos The Managing Pirester
From J« Dal Cante
I, 8, Friedamn
G, A, Costanse
Subjests st First C t T

1. MNr, Paranagua invited Messrs, Del Camte, Friednsn and
Costanso fer mn informal discussion with the Bruﬁ.hn Delegation late
yesterdsy sfternoon. The Brasilisn Minister of Fimmes, Mr, Pals do L/
Almeida, and the head of the Bank of Sremil's Foreiga Exchange Depart-
neat, vere present,

2, The Brasiliens expla.ned that Erasil had a paymmte
deficit of §132 millien in the first half of 1959 which was finmnced
largely Ly swap operations and some further drawedown in rese:ves,

A defieit of about §70 millien is expected in the lsst half of 1959,
In addition, Orasil will need toc make a gold subseriptien payhent o
the Fund of $32.5 million. The Brasilisns indicated that, although
nay be abls %o finsnce themselves threugh the end of November, they
need fereign financial assistance by Deocember, In order to make
ropriste plans for the finsneing of the prospestive daficit, the
Brasilisng would like an indication now as to what the Fund's reastion
would be hmmmmatththm
new queta, 1.8., a drawing of ajprexinstely $48 million,
mxm armmmmtmmuummu&
you in the course of the meetings,

$EEE,

E

3. The Fund staff members present at the mesting indicated
that the matter woulid, of course, have to be discussed with you. Hewever,
it was explained that even in the case of a first credit tranche drawing
sountries are expected to be making reascnable efforts to salve their
problems in order to insure that the requested usse of the Fund's resources
45 in accordance with the Articles of Agreements

ke During the discussions of the Brasilim's peliqy plans
for the immediate future, the Minister of Finance saplaimed that no
shanges in the exshsnge system were ecntemplated at this time, With

th the original btudget goal of holding the cash defigit fer 1959

2 billien. rumwmw.umtfum,m,u
expeste to have a balanoed budget, The 1960 Ludget, however, has not
yot bemn approved by Congress, With respect to credit, the Hinlster could

t %0 have besn exceeded as of the end of August by about
Or$ L billlens With respest to the ceffee stoskpilimg problem, the
1960=61 erop is expested to be a small one of areund 20 to 22 milliem



quota of 10 million bLags and domestic consumption of abewt 3 million
bags, the amount to be stockpiled would be very small.

S¢ The staff membors replisd that im spits of the more
faverable situation cutlined for 1960, any staff repert on the eurreat
situation would net be favorable, The rate of inflation sppears te
have aceslerated during 1959, The cost of living in the first eight
months of 1959 has inereased by 33,7 per ¢ent, 5.2 per cent increase
eecourring im August. tmuuummumw-mm
atl,pcremt-inﬂum 1950 and 12 per cent in 1957, OCurrency
issus has incress wm-ﬁ 3.5 tillion or 11 per ceat in 1959, up
to Ssptember 12, In the ten weeks sinee June X0, 1959 currengy issue
has ingreased m then Or$ 9 billion compared with less than
Crd 3 Billion in the same period of 1958, mwnmmumu

ocurrency expansion appears teo be related primarily to the use of the
mmmpmumttoruﬂupmmmumtu
sabaidy operations of the Government.

6, In your discussicn with the Brasilisn delegation, yom
nay wish to consider the following visws ef the stiaffs

(a) The Brasilisn financial situation eentimues te
deteriorate mnd there is nc immediste prospect fer
firm internal budget and oredit pelicies md
modificstions in the exchange system which would
offer a reasonable hope for an imprevememt in the

paynents pesitioa,

(b) A Srasilian drawing ef $48 million in theme eire
cumstaness would weaken the Pund's positica im
other menber countyiss, For exmmple, Argeniina
obtained ouly $42.5 million from the Fund im
support of therough-going reforms,

(s) There does not appear to be any immediate urgeney
in the Brazilisn situation. The Minister himself
indicated that he doss not supeet any difficulties
in mesting payments until December, The geld sudb-
ssriptien payment to the Fund can be postpened
under the recent Pund/Board decision, To meet the
deficit expected in ths last months of the year a
number of alternatives are open to Brasils



_—

14, The Federsl Reserve Bank of New York hes
affered to make a gold esollateral lom
of §50 milliem,

mmmwmmmmmt

o postpone prineipal paments on
M&muﬁrm‘hthnxtu
monthse

In view of the above, it is cur epinion that ne hope sheuld
be held eut to the Brasilians on the use of Fumd rescurces
in present eiroumstances,

F

(a)



INTERNATIONAL MONETARY FUND

September 24, 1959

G. A. Costanzo



My. Co David Finch

Oustsvo Rscobar
L

Currvengy Issus and Govermment Dorrowing

September 22, 1959

End of Turrency Govermment
— Period Issue Borrowing L/
19571 Decesber 96.6 ».Ah
1958: Mareh 96.6 Te2
S 103.h 17,0
eptender 109.4 Be.t.
December 119.8 5.6
1959 Jamuery 116.0 Bollo
Febwury 16,8 ’o.
Narch n.o L 7% §
April 128.9 12.1
m 150’ ’507
June m.’ 16.3
ook ended)
July & 126.9 18,0
3 127.8 17.2
Ang. 1 128.2 18,0
a5 in.2 17.3
Sep. ’ 133.3 17.0
12 . 17.3
Pigures for March and June 1958, and for 1959 consist of Treasury
borrowing from the Bank of Brasil plus net issuws of Treaswy bdille
less deposits of official entities at Bank of Bresil. These figures
sre not exactly omperable with the dats for December 1957 and 1958
which shov the setual government cssh defielt for those years,



. “Xgie por U
. e Quetiiyiversge) ¥ (ead uf peried) ¥/
19857: Desember 66,0 90,5
1988: Narah .6 106,80
June m.g 132.8
Deoenber 192, 1385
1959s Jammavy 220,% 3.6
: Febreary 262.8 139.8
Hapdh 276.0 139.5
Aprid 222.1 136.5
May 177.9 131.3
June 1“.3 IM.!
Weok ended: ks
no auction
py t; 143.6 152.3
Auge 1 162.6 151.9
29 157.h 151.8
* 160,64 195.)
- 1; 160,6 154,95

Y/ Yor Rio de Janeivo and Sao
ostegerias,

§/ Widpoint rete. The weekly
(Seuros: AONPX, Paris.)

Pauloj averege of general and spesial
reates are for Friday of esch week.
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Office Memorandum

TO : Mr, Cq David Finch (r pate. September 17, 1959
1
o gl

FROM : Gustavo Escobar

SUBJECT : Braszil

Currency Issue and Govermment Borrowing

End of “Currency Govermment
 period Issue Borrowing 1/
1957¢ December 9646 394
1958: March 9646 Te2
June 1034l 1740
Sep tember 10944 Nede
Dacember 119,.8 2546
1959: January 116,8 DeRe
February 116,8 3.8
March 121.0 9.1
April 122,9 12,1
May 125,3 1547

Week ended:

July h 12649 1840
25 1275 1742
Auvg. 1 12 8.2 18.0
29 131,2 173
Sepe 5 13343 1740

1/ Figures for March and Jume 1958, and for 1959 consist of Treasury
borrowing from the Bank of Brazil plus net issue of Treasury bills
less deposits of official entities at Bank of Brazil, These figures
are not exactly comparable with the data for December 1957 and 1958
which show the actual government cash deficit for those yearse



Brazil--Exchange Market

(In cruzeiros per UeS, dollar)

EKgio per US3
(Monthly Average) 1/

F'ree Market Rate
(end of period) 2/

1957: December

1958: Mareh
June
December

1959: Janmuary
February
March
April
May
June

Week ended:

July L
25

Auge 1
29

Sepo 5

6648

121.6
13443
192.8

220,5
26248
27640
222,1
1779
16643

no auction

16346

162,6
1574k

16046

9045

106,8
132.8
138,5

3.6
139.8
13945
13645
131,3
14748

14643
1523

151,9
151,8

155.3

categoriess

XK

(Source: AGEFI, Paris.)

For Rio de Janeiro and Sao Paulo; average of general and special

Midpoint rates The weekly rates are for Friday of each week,



i September 17, 1559

Dear Mr. Calveas:

I wish to acknowledge receipt of your letter Wo. DE/DIVIN/
Cta. 223/59 of August 28, enclosing summary tables of the data
on goverrment borrowing, currency issue, average agio for gensral
and special category suctions in Rio and Sso Paule, and weekly sales
of exchangs at auction.

With many thanks and vamest regards, I am,

Sincerely yours,

Jorge Del Canto
Director
Western Hemisphere Department

Mr. Ernane Galveas

Departamento Economico
Superintendencia da Moeda e do Credito
Avenida Rio Branco, 120 - 9 andar

Rio de Janeiro, Bresil



oy

SEP 9 1959

o

Dear Dr, Bicalho:
On behalf of the Executive Directors snd etaff, I wish to
welcome you into the Internstional Sonetary Fund as Alternate

Coverndr for Braszil.

Sincerely yours,
/9

Par Jacobesen
¥amaging Director

Honoreble Hauricioc Chagas Biealhe |

Alternnte Gowsrnor of the International ces Mg, Dir,
Konetary Fund for Brasil Dep, Mg. Dir,

Banco do Brasil Mr. Paranagua

Rio de Janeire, Brazil gch ‘

GEBishop:me hy
9-8-59 % € ('i'

W

g



/ SEP Y - 1959

Sim

This will acknowledge and thank you for your letter of
August 31, 1959 (DE/DIVIN/Cta. 226/59) advising the Fund of
the mppointments of Dr, Sebastido Paes de Almeida, Minister
of State for Finance, and Dr. Msurfcio Chagas Bicalho, Presi-
dent of the Banco do Brasil, as Uovernor and Alternate Governor,

respectively, of the Intermational Moumetsry Fund for Brazil,

Very truly yours,

’

4
! Roman L, Horne
Secretary
Pr. ¥arcos de Sousa DLantas 1
Diretor Executivo ccs 35;.”#2? ey
sug;:::::ndencia da Moeda e do 1. Pafanagua
120 Avenida Rio Branco, 9° andar o

Rio de Jeneiro, Bragil

-l

Pt

GEBishop:me
9-8=59



2
C/ SEP Y 1959

Dear lir, Minister:

On behslf of the Executive Directors and steff of the
Pand, it 1 ny pleesure to send you congratulatiens on your
recent appointaent as Minister of Finance and to welcorme

F you inte the Intermational Monetary Fund as Governor for
Braszil.

I wish to assure you of our readiness to cooperate
fully with you on all matters of mutual interest, ™e look
forward to continued close relstionships between Prasil end
the Fund in the future,

Sincerely yours,
Yy

Per Jacobsson
Managing Director

His Excellency

Sebastiao Paes de Almeida ccs Mg, Dir,
¥inister of Finance ) _ Dep. Mg. Dir,
¥inisterio da Fazenda Mr. Paranagua
Rie de Janeire, Brazil WHD :

SEC
GER{zhop: me £y

M Mk 9-8-59 K' A taﬁ
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TRy
TO : Mre Ce¢ David Finch

rrom : Gustavo Escobar f(

susJEcT : Brazil

Office Memorandum

pate, September 3, 1959

Currency Issue and Government Borrowing

Currency Eaven-nnt]_ /
End of Period Issue Borrowing
1957¢ December 9646 39k
1958: March 9646 Te2
December 119.8 2506
1959: Jamuary 116.8 Nele
February 11608 308
March 121,0 91
April 12249 12,1
May 125,3 1547
Week ended:
27 1254 19,3
July L 12649 18,0
25 12745 1742
Mlgo 1 12802 18.0
8 129,8 17.7
15 130,k 17.h4
22 130.L 1647
29 131.2 173

Figures for March and June 1958, and for 1959 consist of Treasury borrowing
from the Bank of Brazil plus net issue of Treasury bills less deposits of

official entities at Bank of Brazil,
with the data for December 1957 and 1958 which show the actual government

deficit for those years,

These figures are not exactly comparable



Brazile-Exchange Market

(In cruzeiros per Us.S. dollar)

Agio per US§ “Free Market Hate
(Monthly average) 1/ (end of period) 2/
1957: December 6648 9045
1958: March 121.6 1068
June 13ke3 132.8
December 192,8 138.5
1959: Jamuary 22045 1346
Febmry 2620 8 139.8
March 27640 139.5
April 222,1 13645
May 17749 131.5
Week ended:
27 159¢3 1.5
July L no auction 163
25 16346 15243
Aug, 1 16246 15149
8 . 16245 15245
15 16146 15245
22 162k 151.8
29 1578 151.8

y For Rio de Janeiro and Sao Pauvlo; average of gemeral and special categories.

2/ Hidpo;.nt rates The weekly rates are for Friday of each week, (Source: AGEFI,
Paris),



$',“Tl’o

¥ Office Memorandum

e?jg‘l

10 : Mpre Co David Finch oate: August 27, 1959
FROM  : Gustavo Escobar 7/.{ .

SUBJECT : Brazil

Brazil--Exchange Transactions in the Official Market
\7, January=June 1959

(In millions of U.S. dollars)

ot~
Total Convertible Convertible

Receipts 140 398,0 116,0
eits . 5T T8

Coffee 309, 2h5.2 6349

Other 198.8 7.9 5049
Services and capital 5e2 kel 0.8
Other 069 0e5 Ook

enditures 710k L3e 166
%oﬁs 559':7 . I;ﬁ‘:%

Preferential 3007 212, 88.6

Auction 201.6 13749 63e7

Other 6.8 6.8 e
Services %/ 63alt 62,0 1.k
Capital _/ 136.9 123.7 13,2
Other 0.9 009 -
Deftett (=) 196, LS. 5049
Financ of deficit in convertible

cnrr.n&oc 3/

Swaps, net 88.9

Receipts (net) from purchases in free market,

Jamary-May 2843

Iines of credit (net), January-May 16,0

Arbitrage (net) =249

IMF (repayment) (-) «2043

Source: SUMOC, Estatistica Nacional das Operacoes de Cambio, Baneo do Brazil,
Carteira de Cambio, |

Mostly interest payments on loans.
2/ Excludes $20,3 million repayment to IMF,
3/ Total not shown since items are for non-comparable periods of time,
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TO

FROM

SUBJECT :

Office Memorandum

Mr. C. D. Finch

G. Escobar 2/&

Brazil

DATE: Au‘uﬂt 25, 1959

Currency Issue and Government Borrowing

End of Period Currency Government
Issue Borrowing 1/
195T7: December 96.6 39,k
1958: March 96.6 7.2
June 10%.4 17.0
December 119.8 25.6
1959: January 116.8 D.&.
February 116.8 3.8
Maxch 121.0 9.1
April 122.9 12.1
ey 125.3 15.7
Week ended:
June 6 125.8 18.7
27 125.h 19.3
July k 126.9 18.0
18 127.5 19.4
25 127.5 17.2
Aug. 1 128.2 18.0
8 129.8 17.
15 130.4 17.4

1/ Figures for March and June 1958, and for 1959 consist of Treasury
borrowing from the Bank of Brazil plus net issue of Treasury bills

less deposits of official entities at Bank of Brazil.

These figures

are not exactly comparable with the data for December 1957 and 1958
wvhich show the actual govermment deficit for those years.



Brazil--Exchange Market

(In cruzeiros per U.8. dollar)

Agio per Us$ Free Market Rate
(Monthly average) 1/ (end of period) 2/
1957: December 66.8 90.5
1958: March 121.6 106.8
June 134.3 132.8
December 192.8 138.5
1959: January 220.5 143.6
February 262.8 139.8
March 276.0 139.5
April 222.1 1%6.5
May 177.9 131.5
Week ended:
June 6 167.8 132.%
27 159.3% k1.5
July k& no suction 146.3
18 165.4 147.7
25 163.6 152.3
Aug. 1 162.6 151.9
8 162.5 152.5
15 161.6 152.5

1/ For Rio de Janeiro and Sao Paulo; average of general and specisl
categories.

2/ Midpoint rate. The weekly rates are for Friday of each week.
(Source: AGEFI, Paris).



88C-17,769
Translated by Sophia Remm
Reviewed by J. Findlay

S7e/%

UNITED STATES OF BRAZIL
SUPERINTSNDENCY OF MONEY AND CREDIT

DE/DIVIN/Cta, 226/59

Mr., Per Jacobseson
Managing Director
International Monetary Fund

Washington 25, D.C.
U.B.A.

Dear Mr, Jatobsson:

Rio de Janeiro, August 31, 1959

We bave the booor to Inform you that by becree of August 27,
1959, His Excellency the President of the Republic relieved Dr.
lLucas lopes of the functions of Governor of the Pund, appointing
Dr. Sehastiio Paes de Almeids, Minigter of State for Finance, to
replace him; by the same Decree Dr. José Garrido Torres was
relieved of the functions of Alternate Governor and Dr, Maurficio
Chegas Bicelbo, President of the Banco do Bresil, appointed to

replace him.

ver S04

Regeived in CoTl

Racelved from Iradbs

Very truly yours,
/e/

Marcos de Sousa Dantas
Executive Director

Orig) SEC (Miss Stark)

cos Mg, Dir,
D.po :‘J.,o Dir.
Mr. P”mgm
WiD
SEP 8 1059’
" TSEP'E  jo50'

-

F e



August 26, 1959

Dear Mr. Galveas:

I wish to acknowledge receipt of your letter No. DE/DIVIN/
Cta, 201/59 of August 13; and letter No, IB/DIVIN/Cta, 209/59 of
August 19, enclosing summary tables of the data on goverment
borrowing, currency issue, average agio for general and special
category auctions in Rio and Sao Paulo, and weekly sales of
estchange at suction,

With many thanks and warmest regards, I am

S8incerely yours,

G. A. Costanso
Acting Director
Western Hemisphere Department

Mr, Ernsne Galveas

o Boonomico
Superintendencia da Moeda e do Credito
Avenida Rio Branco, 120 - 9 andar
Rio de Janeiro, Bresil,



Il ncoming mEssacE RIS

(/Q/ INTERNATIONAL MONETARY FUND
WASHINGTON, 25,D.C.

-0l

TO: :

FROM: {_OF KEW YORK, NEW YORK 34129
FILING TIME: 4%:50PM Augnst 11, 1959

VIA: WU

184

Number ;

YOUR LETTER AUCUST 7 HAVE BARMARKED FOR YOUR ACCOUNT 283430.842 TROY
OUNCES OF FINE GOLD WE HAVE DEBITED YOUR NO. 1 ACCOUNT DOLLARS 9,94%,879.62
AND $400.22 COST OF GOLD AND EXPENSES

FEDERAL RESERVE BAMK OF NEW YORK

Orig: TRE
cct 'fr. Paranagud
WD

(Brazil)

Test number checks

Approved:

Received in Code Room : _£:02PM August 11, 1959



Aagust 21, 1959

Dear Mr. Galveas:

Y wish to acknowledge receipt of your letter No. DE/DIVIN/
Cta. 181/59 of July 31, enclosing summary tadbles of the data on
government borrowing, currency issue, average agio for general
and special category suctions in Rio and Sso Psulo, and weekly
sales of exchange at suction.

With many thanks and warmest regards, I am

8incerely yours,

G. A. Costanzo
Acting Director
Western Hemisphere Department

Mr. Ernane Galveas

Departamento Ecomomico
Superintendencia da Moeda e do Credito
Avenida Rio Branco, 120 - 9 andar

Rio de Janeiro, Brazil.
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INTERNATIONAL MONETARY FUND

Mugnst 17, 1959

Mr. Cochran:
Attached 1s a report for the
wee: ended Mugust 8 on key Tinancial

indicstors for Beasil.

G. A. Costanzo



h‘u_ C. D. Finch ml1l 3-9”

Tsaue Borrowing 1/
1957: December 96,6 0.4
1958: March 96.6 7.2
Deocswber 119.8 5.6
19591 Jemary 116.8 ’ 8.
116.8 8
Febrwary 3:1
Ageril 122.9 iz.1
oy 125.9% 15.7
Week ended:
June 6 125.8 18.7
27 125.4 19.%
July b 126.9 18.0
18 127.5 19.4
25 127.5 17.2
Ang. 1 128.2 18.0
129.8 i7.7T
Figures for Narch and June 19358, and for 1559 consist of
Y mmmmuu&xmmmqn—m
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{438 INcOMING MESSAGE RIS

INTERNATIONAL MONETARY FUND
WASHINGTON, 25,D.C.

T FEDERAL RESERVE BANK OF NEW YORK, NEW YORK 34185

FILING TIME: 3t 53PM August 17, 1959 .
VIA: Wy
189

Number ;

YOUR LETTSR AUGUST 14 $4,913.25 TRANSFER EFFECTED

FEDERAL RESERVE BAIK OF NEW YORK

(Brazil)

Orig:s TRE
co: Mr. Paranagus

WHD

SEC

Test number checks

Approved:

. Received in Code Room : _ 21 52PM Augaat 17, 1959



aug 111958

Dear Mr. Meira:

I have receatly been notified by your Washington
representative, Mr. Zeuxis F. Neves, of your appointuent
as President of the Banco Naciomal do Desenvolvimento
Economico. Please accept my congratulatiens on your \)
nev position as Preeident of that Imstitution.

Sincerely yours,

F P

. Merle Cochran ’
mmmugiu Director

occt Mg. Dir.
Dep. ¥g. Dir,
¥r. Paranagus

Vice-Admiral Lucio Meira

President :

Banco Naciocnal do Desenvolvimento Economico
Rua 7 de Setembro, 48

Rio de Janeiro, Brazil.

~ 'l‘ A\
R
BBrovedani/GEscobar ;bjw



LB NncomING messacE I

INTERNATIONAL MONETARY FUND
WASHINGTON, 25,D.C.

‘4

- INTERNATIONAL MONETARY FUED

FROM: FEDERAL RESERVE BARK OF NEW YORK, NEW YORK 34037
FILING TIME:_ 3343 PM August 3, 1959

T VESTERN UNION =

Number ; 176

HAVE CREDITED YOUR NO. 1 ACCOUNT 330,000 BY ORDER OF BANCO DO BRASIL, 8.A.,
RIO DE JANEIRO

FEDERAL RESERVE BARK OF NEW YORK

Orig: TRE
ccs Mr, Foranagua

#HD

SEC

Test number checks:

Approved:

8:40 AM Mugnst 4, 1959

Received in Code Room :




Dear Mr. Galveas:

I wish to acknovledge rece otymrumu . IR/DIVIN/
Cta. 161/59 of July L4, DE/DIVIN/Cta. 168/59 .mys
Cts. 171J59oran1:11.mm/n1vm/cu.1/ amn
closing summmry tables of the data received by weekly
Wuwmmtmmnmmw
Fund and the Brezilian Gevermment.

Sincerely yours,

Jorge Del Cante
Director
Western Hemisphere Departasnt

Mr. Ernane Calveas

Chefe, Departamento Ecomemico
Superintendencia da Moeda e de Credite
Avenida Rie Braxeso, 120 - 9 ander

Rio de Jameire, Brazil.



“4 Mugust b, 1959

Dear Mr. Galveas:

T wish te acknowledge receipt of your letters Nes. DR/DIVIN/
Cta. 151/59 of June 22 and DE/DIVIN/Cta. 156/59 of Jume 25, em-
elosing summary tables of the data received by weekly cable in ac-
cordance vith the agreement between the Imtermational Memetary
Fund apd the Braziliaa Govermment.

Sinecerely yours,

Jorge Del Canto
Directer

Western Hemisphere Departasat

Superintendencia da Moeda ¢ do Credite
Avenida Rio Brameco, 120 - 9 andar
Rie de Jamsiro, Rrazil.



FOR PREPARING OFFICER
[ Night Letter
[ Full Rate
{1 Code

SPECIAL INSTRUCTIONS
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Depurtment __ SINASRIGE
oL Augues 3, 1959

AUTHORIZATION

TT Sigaatore
} ‘lf'.,‘m'ﬂ"”".!/

Second Signature When Required

FOR CODE ROOM

Time Recoived

Time Dispatched

Nomber of Worde .32 o o
Leg i Y ng

Route S

Operator

G

5

OUTGOING MESSAGE

OFFICIAL

INTERNATIONAL MONETARY FUND

WASHINGTON 25, D.C.

To.  Superintandencis da Moeda e do Credito
| T I AVeRTOR RIS DINnSS, 9O mnmr
s o sassiio, Srazil

ou o

Test No,

.

DO NOT TYPE BELOW THIS LINE

tharges due pursuant to Articls V, Sestion 8{c)
for pariod ended July %), 1959 mmunt to 30,245.735
trioy ounces of fine gold; edvies aimeiled today. These
charges are payable within 30 daye from dste of cable.

ec: Dep, Mg, Bir,
¥r. Faranagua
WHD
SEC




INERNATIONAL MONETARY FUND

July 13, 1959

&, Cochran:

Attached is the usual weekly
report on finencial developments
in Brazil.

G. A. Costanzo



ld‘

July 10, 1959

Wr. Costanzo

5. Zayss

m‘__
11T
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lu_sﬂ.—-m Market

(1_crussivos ger U.8. dollar)

Agio per UB$ Free Markst Rate
| (uontaty svorage) ¥ (end of pertoa) &/
1957: December 66,8 90.5
1958; March 1.6 106.8
Jume 1%h.3 132.8
Decendar 192.8 1%.5
1959: Junuary £20.9 143.6
Pebruary 262.8 1%.8
March 276.0 1%.5
April 222.1 1)5‘
My 9 178.% e
&8 186.8 1%h,
] 160.2 im.3
June 6 167.8 132.%
13 178.4 1%8.8
- 1993 ' 197:5
Juy b no anction l.z;:o

l

;

de Janeiro and Gao Feuls; average of geuersl snd speoial

e K

Mdpoint rate. The woekly rates for Fridey of eech .
(Source: AGEFI, Furis). 1% 4 W oo



8 S530~-17499
! Tra slatel by Joohis Zamm
Reviewed by K.F. Magurn
134710
July 1, 1959
UNITED STATES OF BRAZIL
SUPERINTENDIRCY OF MONEY AND T“REDIT

Rio de Janeiro, Juns 20, 1959
D&/DIVIN/Cta. 149/59

The Secratary
-International Monetary Fund
Wwashington 25, D.C.

Dear Sir:

This 18 to inform you that Massrs. Ernane Gslveaes and Mauricio Ferreira
Basallar were appeinted Assistants to the Chief of the Economic Department of
this Superintsndency by act of the Ixecutiva Director of April 14, 1959.

We are sanding you enclosed specimens of the asignaturss of ‘essrs. Ga'veas
and Bagellar who are also authorised from now on to sign all corrssponisnce
concerning publications and st=tistical data requestad “v your organizstion
in accordance with the provisions of the Articles of jgreement. |

Very truly yours,
/8/ liareunlano Borgos da Fonesca
Chief, Economic D:partment

. - m——— ——

JAegeived in Correspoudanced 5

o
“agrivad #mam Tra-aiatiow Sec,dPb 41960

' ! .LN 4 ~
Received in Correspondencs Seo, --Jiﬂ 9o

Receives f-~m Tri : 4 g - 1959 . g:tg‘sgg
Mr. Tun Wal

¥ ' ¥r, Hfst-'adsen



Saporintondinoia de erecs o oo Ciicditn

ASSINATURA AUTORIZADA

DO SR. ERNAUE GALVEAS :

" 4 L]

et n: ux.(&’.dﬂ‘ 2X” “'{—'ﬂxu\l

Ad junto

ERNANE GALVEAS'
do Chefe do Departamento Econbdmico

e =, :

Ad junto

ASSINATURA AUTORIZADA

ERNANE GALVEAS
do Chefe do' Departamento Bcondmico

DO SR. MAUARICIO FiIrREIRA BACELLAR:

L'. £
: R i
T e "l . "
MAURICIO FE’B.REIHA BACELLAR ~
Adjunto do Chefe do Depgrtamento Econdmico
e SN
MAURICIO FERKEIRA BACELLAR
AdJunto do Chefe do Departamento Bcon®mico




her

Dear Mr. Borges da Fonsecas

This will acknowledge and thank you for your letter
of Juns 20, 1959 (DE/DIVIN/Cta,149/59) advising that
liessrs. urnane Galvsas and Mauricio Ferreira Becellar
ars authorized to sign on behali of . uperintendencia ds
roeda ¢ do Oredito in respect to correspondence concerning
publiications and information required by the Fund Agreaement,

Sidncerely yours,

Florence Hodel
Acting Secretary

¥r. Herculano Borses da Fonseca

Chefe co Departamonte Eccnomdeo
Superintendencia da l'oeda e do Credito
120 Avenida Ria Braneo, 9° andar

Rio de Janeiro, Brazil

#¥D

GEBishop:mw
7-8-59

adran
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Mr. Paul J. Brand July 7, 1959

f@ e d nne 2

The averasge agie resulting {rom exghange certificate austiong for
imports of the general and gpeeial catesoriss was GrélS59.3 during the
2 etnted the gecond sucgessive deeline during
ng ok to¢ the level at the end of May. The
4n the agiop in the last two weeks reflecis a reduced demand
no in the amount of excnange offered in the

:
:
:
3

The guotation of the dellar in the free amarket wag Cril37.0 on
June 26, practically the same rate quoted in tae preceding two weeks.

The Govermmeni deficit declined siightly in the week under review,
followinz an increage of aearly OriZ dillion in the preceding week.
Through June 27, 1959 the Gevernment defisit totaled Cril9.3 sompered
with Cr$§l7.0 billica of defisit ingurred in the firg. half of 1958.

The gurrency issue showed vury iittle varistion during Juns.
On the 27%h it amounted to Crfl2S.L villion, a degline of Crid0.k
:rmm in a week and only Or$0.1 billion above the level at the end
May.



pt

Brasil-«Currency Issue and Government Borrowing

End of Period Currency Governmen$
Iome —__borrowing I/
19513 December 96.6 39.h
1’58' March 9606 702
June 103.4 17.0
December 119.8 25.6
1959: January 1156.8 DeBs
Pebruary 116.8 3.8
March 121.0 901
Week ended:
May 9 12k.1 4.6
23 12h4.0 16.0
30 125.3 15.7
Juns 6 125.8 18.7
13 126.0 18.2
20 125.8 20.0
27 125.k 159.3

1/ Pigures for March and June 1958, and for 1959 congist of Treagury
borrowing from the Bank of Brasil plug net igsue of Treagury billg
less depogits of official entities at Bank of Brasil. Thege
figures are not exactly comparable with the data for December 1957
and 1958 which ehow the sctual govermment deficit for thoge years.



Brasil-<Exchange Market
(In_eruseires per U.3. dollar)

Agio per Us$ '))/ Free Market Rate
{Monthly average) (end of perded) 2/
1957: December 66.8 90.5
1958! March 121.6 106.8
June 13h.3 132.8
December 1,208 mus
1959s January 220.5 1h3.6
March 276.0 139.5
2 i e
w 9 : e o
30 160.2 131.3
June 6 16708 13203
13 173.h 138.8
20 <0 136.5
27 1593 137.0

1/ TFor Rio de Jeneiro and Sao Pauloy average of general and special
categories.

&/ Midpoint rate. T he weekly rates are for Friday of each week.
{Source: AOEFI, Paris).
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Office Memorandum

To  :Mre Ce Do Finch oare, Jume 26, 1959
FrRom Gustavo Escobar gtﬁ
\"/stv/ cr : Brazil--Developments in the week ended Jume 20, 1959

The average agio for the general and specific categories was Cr$lé5.,0
in the week ended June 20, only slightly more appreciated than in the preceding
week.

After increasing to Cr§l39 in the middle of June as a result of specu-
lative transactions originating with the ccmmemsenent of the termination of
discussions with the Fund, the free rate has declined to Cr$l36,5 on June 22,

The govermment deficit rose sharply from Cr$l8.2 billion on June 13 to
Cr$20.,0 billion on June 20, Cr$3 billion above the deficit for the end of
June last year. The currency issus, however, was nearly unchanged at Cr$l26
billion during the same period.



Brazil--Currency Issue and Govermment Borrowing

End of Period Currency Governmsnt
Issue borrowing 1/
~N
1957: December 9646 39ek
1958: March 9666 Te2
June 103.4 17,0
December 119.8 25,6
1959: Januwary 116,8 Nefe
Februa.ry 116.8 3.3
March 121,0 9.1
Ap].‘il 122.9 1201
Week ended:
May 9 12ke1 6
23 124,0 16,0
30 125,3 15.7
13 126,0 18,2
20 125.8 20,0

1/ Figures for March and June 1958, and for 1959 consist of Treasury
borrowing fram the Bank of Brazil plus net issue of Treasury bills
less deposits of official entities at Bank of Brazil, These figures
are not exactly compareble with the data for December 1957 and 1958
which show the actual government deficit for those years,



Brazil--~Exchange Market

(In cruzeiros per U.S. dollar)

Agio per US$ -]-'/ Free Market Rate
(Monthly average) (end of period) 2{

1957: December 6648 9065
1958: March 121,6 106,8
June 13,403 132.8
December 192,68 138,5

1959: January 22065 143.6
February 262,8 1398

March 27640 139.5

April 222,1 136,50

May 9 17844 1303

30 160,2 131.3

June 6 167.8 132.3

13 173.4 138,8

20 165.0 13645

_J_./ For Rio de Janeiro and Sao Paulo; average of general and special cate=-
gories.

2/ Midpoint rate, The weekly rates are for Friday of each week.
(Source: AGEFI, Paris).



HIN o0 I0EG
JUIN 29 I3

terest. The problems to vhich correspondent refers, arising
from discrimination by certain countries, insluding Brasil, agaiast

As you are no doudt avare, countries which are uesbers of the
Fund undertake to refrein, exogpt iz those circumstances im which
the Fund gives its approval, from making use of diserimimatory
currTency practices of all types. It is a constant concern of the
Fund to secure as complete coamplimnce ss may de possible both with
the letter and the spirit of this wadertaking. One of the primes-
pal purposes of an operation of the type recemtly contesplated
1l ie to provide fimancial backing for an exchange reform
wvheredy such prectices can be terminated and imports from all
sources accorded eguel treatmsmut in the markets of the mexber
eountry concerned. The resources of the Fumd, however, are made
aveilable for general dalance of paymsnts support and are svail-
able to meet all types of current and normal eapital paymsmts. It
is not Fund prectice to require mesbers making use of i{ts rescurces

to allocate such exchange to specific purchases or to purchsses
from specified mewder countries.
Sincerely yours,
Jorge Del Canto
Direstor

Westera Hemisphere Departasat

ec: Mr. Frank A. Southaxd, Jr.

RARadford :ghbd
June 29, 1959



Chairman
H. W. BALGOOYEN
American & Foreign
Power Company Inc.

Senior Yice Chalrman
CHARLES A. MEYER
Sears, Rosbuck and Co.

Vice Chalrmen
R. DeF. BOOMER
Lone Star Cement

Corporation

HARRY X. KELLY
Mississippi Shipping
Company, Inc.

"OHN D. J. MOORE
/. R. Grace & Co.

«d. H. WHITMAN
First National City
Bank of New York

Treasurer
KENNETH H. CAMPBELL
Chamber of Commarce
of the United States

Secretary
YADA HORSCH
National Association
of Manufacturers

e

Executive Director
WILLIAM F. COMBS

UNITED STATES INTER-AMERICAN COUNCIL, INC.

FOUNDED 1% . INCORPORATED AS A NON-PROFIT MEMBERSHIP CORPORATION UNDER THE LAWS OF NEW YORK

15 PARK ROW, NEW YORK 38, N. Y.
Telephone: BEekman 3-3950 ¢ Cables: "NYUSIAC"

June 23, 1959

Mr, Jorge Del Canto

Director

Western Hemisphere Department
International Monetary Fund
l9th & H Streets, No wo
Washington, D, C,

Dear Mr, Del Canto:
Re: Bragzilian Loan from International Monetary Fund

One of our members has sent us the attached letter which raises
several important questions in regard to application by Bragil of
dollar exchange funds received from IMF or other sources,

We are of course aware that negotiations for the $300-million
loan referred to in this letter have been suspended, at least for the
time being; however, we believe the principles set forth in this letter
have merit, apart from this or any other particular negotiation, While
we recognize that there is no compelling reason for the IMF to favor
exporters in the U, S, as against exporters from other countries, still
it would seem that they would be entitled to some preference by virtue
of the large proportion of the capital of the IMF which has been supplied
by the U, 5,; and, in any case, it seems to us there is reason to favor
exporters of the U, S, or other nations of the Western World as against
exporters from Iron Curtain countries,

We shall appreciate it if you will give this letter your careful

consideration and let us have yourccomments for reply to this member
and to others who have expressed concern along similar lines,

erely,
ZWL/
William F, Combs

Thank you for your courtesy,

S
WFC:amb "7 Executive Director

Att,

cc: Mr, Frank A, Southard, Jr,,
Executive Director (U,S,), International Monetary Fund

The United States 'Inler-dnun'cau Council is the U.S. section of the Inter-American Council of Commerce and Production
—a Western Hemisphere private enterprise orgamization of commerce and industry associations, companies, and individuals.

President ¢ Lic. Agustin Legorreta * Mexice

INTER-AMERICAN COUNCIL OF COMMERCE AND PRODUCTION
Misiones 1400, Montevideo, Uruguay

Secretary General ¢ Dr. Carlos Ons Cotelo * Uruguay



UNITED STATES INTER-AMERICAN COUNCIL, INC

Addressograph-Multigraph Corporation
Allis-Chalmers International

American & Foreign Power Company Inc.
American International Underwriters Corporation
American Mutual Insurance Alliance

The Anaconda Company

Anderson, Clayton & Company
Anglo-Lautaro Nitrate Corporation
Armco International Corporation

Bank of America

Booz-Allen & Hamilton International, Ltd.
The Borden Company

Borg-Warner Corporation

Spruille Braden

Braniff International Airways
Bristol-Myers International

Burroughs Corporation

Business International

J. 1. Case International, S. A.

Chamber of Commerce of Puerto Rico
Chamber of Commerce of the United States
The Chase Manhattan Bank

Chemical Corn Exchange Bank

Chrysler Export Division

Coca-Cola Expcrt Corporation
Combustion Engineering, Inc.

Continental |llinois National Bank
and Trust Company of Chicago

Coty International Corporation

E. I. du Pont de Nemours and Co., Inc.
Ecuadorian Corporation, Ltd.
Fairbanks, Morse and Company
Firestone Tire and Rubber Company
First National Bank of Boston

First National Bank of Chicago

First National City Bank of New York
General Foods Corporation

General Motors Overseas Operations
The Gillette Company

Goodyear International Corporation
W. R. Grace & Co.

Guaranty Trust Company of New York
Gulf 0il Corporation

Hardware Mutual Casualty Company
Harnischfeger Corporation

Haskins and Sells

Hayden, Harding and Buchanan,’Inc.
Home Products International, Ltd.
Hughes Tool Company

R. A. Hummel

1BM World Trade Corporation

Inland Steel Company

Insurance Company of North America
Interamerican Capital Corporation
International Basic Economy Corporation
International General Electric Company
International Harvester Company
International Packers, Ltd.
International Telephone and Telegraph Corporation

MEMBERS

Irving Trust Company

Johns-Manville International Corporation
Johnson & Johnson International

S. C. Johnson and Son, Inc.

Kennecott Copper Corporation

Lehman Brothers A
Liberty Mutual Insurance Company
Lincoln National Life Insurance Company
Carl M. Loeb, Rhoades & Co.

, Lone Star Cement Corporation

Lumbermens Mutual Casualty Company
Lykes Brothers Steamship Company, Inc.
McGraw-Hill Publishing Company, Inc.
McKinsey and Company

Merchants National Bank of Mobile
Michigan Mutual Liability Company
Mississippi Shipping Company, Inc.
Mobi! Overseas Qil Company, Inc.
Momsen and Freeman
Moore-McCormack Lines, Inc.

National Association of Manufacturers
National Bank of Detroit

The National Cash Register Company
New York Stock Exchange

Olin Mathieson International Corporation
Oscar D. O'Neill, Inc.

Otis Elevator Company
*Pan American-Grace Airways

Pan American World Airways, inc

The Quaker Oats Company

Radio Corporation of America
The Readers Digest

Roberts and Holland

Ruder and Finn Incorporated

Noel Sargent

Herbert H. Schell

Schering Corporation

Sears, Roebuck and Company

Shell Caribbean Petroleum Company
The Sherwin-Williams Company

Singer Sewing Machine Company
South American Gold and Platinum Company
C. H. Sprague and Son Company
Standard Oil Company of California
Standard 0il Company (New Jersey)
The Texas Company

Time-Life International

Underwood Corporation

Union Carbide International Company
United Fruit Company

United Shde Machinery Corporation
United States Steel Export Company
Yision Incorporated

Western Union Telegraph Company
Westinghouse Electric International Company
Whitney National Bank of New Orleans
John Wood Company

Worthington Corporation



June 11, 1959

United States Iater-Americamn Council, Inc.
15 Park how
New York 38, New York

Subject; Requested Brazilian Loan from Internmational Mometary Puad
Gentlemen:

Recent press releases in regard to the Brasilian Government's applicatiom
for a $300,000,000 loan from ths Intermational Monetary Pund are of comsid-
erable interest to as they should be to all U,8.
firms who have im the past and are currently selling to and operating im
Brazil,

Since the beginning of export operatioms of we hawve
beea active in the Brazilian market and have remained active, both during
Brazil's good times and bad times. Presently, we have a subsidiary and
branch opersation in Braszil.

The curreat policies of the Brazilian Government in regard to importatiom

of agricultural equipment under Brazilian Decree 40260 are of grave comcern
to us. It is dishearteaing to American manufacturers, who have stood by
Brasil in times of difficulty and who have considerable investments in Brasil,
to now find the money allocated to Decree 40260 being spent strictly im soft
currency countries, especially Polend, Csechoslovakia, Hungary amd Yugoslavia.
It is quite appareat to our organisation in Brazil that the Brasziliam farwer
is aleo suffering under this policy, dus to the fact that the equipmeat from
the Irom Curtain countries is imferior both im manufacture and im parts and
repair services.

Our reasom for outliming the above problems amd bringiamg this matter to
your attention is the desirability of obtaimimg more favorable conmsideras-
tiom for United States manufacturers, should e requested Internatiomal
Monetary Pund loam of $300,000,000 be granted. It is hoped that a comcerted
effort by United States manufacturers as well as organisations such as yeur
own can bring about sufficient pressure to obtain a limitation to amy loan
gramted, specifying that a percentage of the loan is to be chanmeled imto
Decree 40260 and that of these funds a proportiomate percentage be reserved
for purchase of United States manufactured merchandise.

We would appreciate your assistance in any way possible in bringing about
the comcerted effort which will be required if favorable comsideratiom to
United States manufacturers is expected. Any informatiom concerning steps
already taken, contemplated or which you would suggest be taken in this
matter would be appreciated.

Very truly yours,



Jul 26 1939

Dear Mr. Byrne:

I have your lstter of the 22nd, brimgin, to
ocur attention Instruction #181 of the Superintandency
of Money and Credit,

We shall be glad to give attentlon to the pointe

you ralse in connection with Brazil,

Sincersly yours,

[RE

Gordon willisms

HJ'. John T. B’m
Chairman
freedor of Insurance Copmittee
Intermnational Union of Marine Insurance
111 Joln dtreet
New York 38, N.T.
ce: Mg, Dir,
Dep. Ny. Dir,
. ON Rep,
¥r. Costanze

Gﬂiﬁb M, Ealiveda
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TNTERNATIONAL UNION OF MARINE INSURANEEv:

‘ 4 "CORRESPCNIZNCE]
) FREEDOM OF INSURANCE COMMITI'EE SECTIoN

JORN T. SYRNE, Chaiggan

Piehe, 4R mjohmlgl?o Pdmﬁﬂﬁb&)

Telephoner BEekman $-3112

Cable Addresss TALBOTBIRD L New Yosk 38, N. Y.
. Ih IRAT DAL
MONETARY.
‘ UND H

3 oN .
il g 8

: : " m&. nir- B : ‘ v,

Myr. Costanzo ue U2, 1908
¥, Kalivoda
v, Boxdon Willlams
As=rs8iu ¢ To Mamaging Director
Inlermalional lNoacialry Func
Min.te>nth dnd H Stronts, N, W,
'‘ashingto, D. C. 4
: \ !
Near qire Wlliais:
| %
b ol o 3y Trausport Insdrancs: Dratdil
§a< e e

)

Yoa wil! ricall that the Int:rnational Jon>tarv Pund aas Inforficd

the ipited Natione of dis continuing itnvergst ia Che sugisct of froedow
of transport insuranes. The oy has indacat o pearciculsr int yrast “
iasolur ins oxthange contrn s auy hwoome lovo,.vaed for purpo « of discoyiag
ing prahiiiting the os- 7 foreign xchange to ay ins o} prowiuns,
. in reewnt yaare op clated ovr discudsi vith you regarding

Tl e ub jeot,

.

In this comnoction I wish %o dyaw yo r attuntion v lastriellon #1831

o2 th: 'Mpalintend 2acy of Carvrancy &pd @oodit o) Pas Ll, dsencd April sy

19.:! ‘he ;cﬂ‘lowlr% u.;u rephs ave quoied fion a oz transladdion .of LI

" Iastructiof: - - e
'-

; "1, &)Y Bragtiicn 'nports shull maw: cowerage In the of 12ia) gadhiange
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SEC-17484

Translated by J. Findlay
Reviewed by K.F. Magurn
134825

June 24, 1959

UNITED STATES OF BRAZIL
SUPERINTENDENCY OF MONEY AND CREDIT

Rio de Janeiro, June 17, 1959
DE/DIVIN/Cta. 146/59
The Secretary
International Mometary Fund

Washington 25, D.C.
U.S.A.

Dear Sir:
We enclose a copy of Instruction No. 18, issued by the Superintendency.
Very truly yours,

ECONOMIC DEPARTMENT
International Division

/s/ Ernane Galveas /8/ Henrique de Oliveira Duprat
Assistant Department Acting Division Chief
Chief
Enclosure
Origs zgn
. Cce e Dirs,
/RM " Dep.P g
"JUN 2 3 1950" ﬁm};ﬁ aranagua
Received in Correspondence Seo'JUN'ZlﬂBSS -
Received from Translation S€Ce =———== —
TRE



UNITED STATES OF BRAZIL
SUPERINTENDENCY OF MONEY AND CREDIT

COPY

INSTRUCTION NO. 184

The Superintendency of Money and Credit, in accordance with the decision
of the Council taken at the meeting of June 8, 1959; in conformity with
Article 3(h) and Article 6 of Decree-Law No. 7,293 of February 2, 1945; and
considering:

The concern of the Govermment of the Republic with the economic recovery
of the northeastern region, as consid:red and defined in Decree No. 45,445 of
February 20, 1959, resolves:

The State of Bahia shall be included among the Federal units referred to

in Item IV of Instruction No. 135 of July 19, 1956.

Rio de Janeiro, June 13, 1959
Superintendency of Money and Credit

(s) Jose Garrido Torres, Executive Director

Diario Oficial of June 15, 1959
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&j/eldz/maé’ncia e Q/// & e da %(d/a

Rio de Janeiro, 17 de junho de 1959
DE/DIVIN/Cta. 1L6/59

Ilmo. . =
Secretgrio do Fundo Monetario Internacionéi S '
Washington 25, D.C. , E e e
Estados Unidos da America do Norte ~

Prezado Senhor,

Temos o prazer de enviar a V.fa,, em anexo, c3p1a
da Instrug@o ne. 18k baixada por esta Superintendéncia.

Atenciosas saudagoes,

DEPARTAMENTO ECONOMICO
1sao de Assuntos Internacionais

¢:%f/1§f&& i‘ ng;::>L“~
Erdape Galveas Henrique de Olivefra Duprat

Ad junto dO/éhefe do Departamento Chefe da Divisdo, Interino.

/
4

ANEXO
MBC/RM
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INSTRUGCEQ Ne 18l

A SUPERINTENDENCIA DA MOEDA E DO CREDITO, na forma
da deliberagao do Conselho, em sessdo de 8 do corrente, ten-
do em vista o disposto nos arts. 32, alfnea h, e 62 do Decre
to-lei ne 7.293, de 2-2-45, e considerando:

- o empenho do Govérno da Repiblica na recuperagao
economica da regido do Nordeste, assim considerada e defini-
da no Decreto numero Lhs.uh5, de 20 de fevereiro de 1959, re-
solve: ‘

Fica inclufdo o Estado da Bahia entre as unidades
federadas de que trata o item IV da Instrugdo n¢® 135, de 19-
T7-56.

Rio de Janeiro, 13 de Jjunho de 1959
Superintendéncia da Moeda e do Crédito

as) José Garrido Torres, Diretor Executivo
D.0. de 15.6.59

/RM

iy



June 22, 1959

Dear Mr. Fonseca:

I wish to acknowledge receipt of your letters Nos. DE/DIVIN/
Cta. 130/59 of June 5 and DE/DIVIN/Cta. 140/59 of June 10th, en-
closing summary tables of the data received by weekly cable in
accordance wvith the agreement between the International
Monetary Fund and the Brazilian Government.

Sincerely yours,

{Signed) G. A. Costanzo
G. A. Costanzo
Acting Director

Western Hemisphere Department

Mr. Herculano Borges da Fonseca

Chefe, Departamento Economico
Superintendencia da Moeda e do Credito
Avenida Ric Branco, 120 - 9 andar

Rio de Janeiro, Brazil.



INTERNATIONAL MONETARY FUND

June 18, 1959

The Managing Director:

Attached for your informe-
tion is a translation of an
editarial vhich appeared im
the Diario de licticlas ef Rie
- o an

G. A. Costanzo
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Trenslsted by J. Findley
Reviewved by K.F. Magurn
June 17, 1959

Source: Diario de Noticiss, Rio de Jameiro, June 10, 1959

MORETARY FUND

Wr. Juscelino Kubitschek amnounced yesterday to a group of senstors im his
party that his Govermment had decided to break off negotiations with the
International Monetary Fund for loans to cover Brazil's balance of payments
deficit. These loans were instead to de sought direct from the U.§. Govermment,
wvhose influence in the Fund is regarded as decisive Dy our Jovermment. Should
these direct negotistions fall, ecomomic and finencial measures would be taken
to allow the country to conguer ite foreign exchange crisis with its own resources.

Proper comprebension of the problem reguires a knowledge of the purposes of
the Monetary Fund. One of the functions of this organisation is to aid countries
faced with temporary disequilibria of their balance of paymeunts. BSuch vas the
case of Brasil in 1958, when it was aided by the Fund, which lent it $75 million.
A Tund loan amounts to an endorsement of the borrover country, since these loans
are granted only after a thorough exsmination of the borrower's position. It wes
therefore possible for Bresil to obtain further resources on the same occasion,
$100 million from the Export-Import Bank and $58 million fyom a group of US banks,
in additiom to the utilization of the Fund credit.

s *

Brasil's position now shows not a temporary but a fundamental disequilibrium.
In such a case the Fund takes different action. Mere aid is not enough. It 1
necessary to recommend a policy which will make it possible to eliminate the
causes of this Numdanmental disequilibrium within a certain time. This hes
happened most recently with India, Chile, and Argentins. The Fumd, it should de



remgnbered, is sn international organization, and the most orthodox influence
on the application of its policy comes not from the Americans on its Executive
Board but chiefly from the Buropeans.

Ve 80 not knov what recommendations were made by the Fund to the Kubitschek
Government except for vhat we have learned unofficially, since unfortunately,
although these negotiations were regrettably broken off months ago, the
CGovernment has not seen fit to give the least satisfaction to public opinion
on a subject that concerns not only the President's friends end the members of
his party but the entire country. There have been rumors, however, of exigemcy
in regard to the oil policy, which, 4f true, must no longer be wrongfully withheld
from the people. The matter is one vhich must be discussed frankly end not
restricted to closed Govermment circles.

»

It is worth recalling once more that the balance of payments disequil’brium
is a result of the orientation of the present Covermment. Fublic opinion should
be alerted to the fact that our exchange receipts have shrunk by some $300 million--
the exact amount of the loans now being sought from the Fund--as a result of the
decline in coffee prices. It must not be forgotien that the Covermment over a
year ago gave up the fight to maintain coffee prices, a policy it had adopted in
udd-1957 and vhich this peper, notwithstanding its differences with the present
Govermment, epplanded in the name of the national interest.

lieither must we forget the fact that the Government has squandered our gold
and foreign exchange reserves, the latter being almost exhausted vhile the former
have not been heard of for e long time. The Kubitschek Government has gone further.
Bot content with spending more tham it could afford on the emecution of s program
out of proportion to our means, it is now compromising ocur future resources by
alloving purchases to be made on vhich payment will not be due for at least three



«3-

years. MM&WMIWM%M#%V&&WWW
cerisis on our own gppear ridiculous.
&

In this state of affairs the Government can no longer handle the problem of

disequilibrium of the balance of payments by following detours and byroeds. It
is futile to employ such measures to conceal one's own errors and failures.
It 1s not the interests of Mr. Kubitschek that are at stake but those of Brazil
itself, at gripes with an economic end financial crisis without precedent in its
history sand one which is fast becoming a grave social crisis as well, because of
the obvious inability of the Govermment to solve the problems st hand.

The nation needs straight talk from the Govermment on the present situstion
if the latter vants help from the people in solving its difficulties. We are
concerned vith extricating the country from the predicament into wvhieh
Mr. Kubitschek has brought it, since it s oot a question of saving his
Govermment but of fighting for this nation's survivael. We all sense the gravity
afmnmammuumemmmmmmnmtomm
erisis which is groving worse daily. This will be possible, however, only if
the Covermment can maintain an attitude worthy of the mission with which it has
been entrusted.



SECRET DTN RIIIINII SECRET

INTERNATIONAL MONETARY FUND
WASHINGTON, 25,D.C.

To: ____ INTERFIND FOR MANAGING DIRECTOR
From: — SUPERINTENDENCIA DA MOEDA E DO CREDITO, RIO DE JANEIRO
FILING TIME:__$:45 PM June 18, 1059

VIA: 7 ACAaR

33003

Number : 1

REFER T0 YOUR CABLE NUMBER 5 JUME 3RD. FUND'S KUMBER ONE

ACCOUNT HAS BEEN DEBITED WITH CRUZEIROS 37h,c25,000 VALUE
JUNE 2, 1959.

JOSE GARRIDO TORRES
EXECUTIVE DIRECTOR
SUPERINTENDENCIA DA MOEDA E DO CREDITO

Origs TRE

cc: Mr. Paranagua
l, WHD
SEC

Test number checks:

Approved:

Received in Code Room 6305 PM Juns 18’ 1959
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is for an eventual stabilization program.

Attachments



June 10, 1959

R TR e

1. Export-Iuport Bank

a. Balance of payments losns 28.7 28.7 28.5
b. Specific projects a.0/  20.0/  19.0%
2. U.8, commercial banks 8.0 0.5
8. $58 million loan 10.8 10.5 10.2
b. $200 million gold collateral loan 4.5 4,5 29.5
3. W sterling commercial srrears 8.4 8.3 8.3
k, BExternsl bonded public debt in hands of
public sbroad 12.1 8.4 8.h
Suppliers' credits
a. U,8. exporters 20.4 2.8 n.B
b. Other exporters 25.4 25.8

6. TERD 3.8 ol t.ol/

1/ BEstimates on basis one half of cbligstions due in whole of 1959 and

2/ Interest, first prinecipel peyment due in last half 1960.
é/ Excludes $6.7 million CCC wheat loan.



June 9, 1959

with

Mr. H. Merle Cochran
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] Night Letter
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og — 20260

OUTGOING MESSAGE

OFFICIAL

INTERNATIONAL MONETARY FUND

WASHINGTON 25, D.C.

\// y
Superintendenelia da Noeda e do Credite

To:

Rio de Jeneiro, Brasil

. IR,

1. Fedevral Reserve Bank of New York, New York advises

eredit §20,250,000 velue June 2, 1959 to Fund's

No. E d

You aro authorized to debit

n
.

X tl?,a" "O\) 3’7‘ 6?5,

exacutien.
Teat Ko.
CC:
_,J‘"-“'\...\
/‘.\ \'T .\,»i ! {‘V “’ c
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DO NOT TYPE BELOW THIS LINE

00 velue June 2.

Ltscount by order of Bance do Hrazil.

Fupd's No. 1 Acaount

Please cable

INTTRF UND

Mg. Dir,

Dep., Mg. Dire
My, Paranagua
TRE
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ERD
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June 4, 1959

Dear Mr. Fonseca:
I wish to acknowledge receipt of your letter DE/DIVIN/
Cta. 118/59 of May 27, enclosing summary tables of the data
miv.dbiw&lyubh in accordance with the agreement between
the International Monetary Fund and the Brazilian Covernment.
Sincerely yours,

/s/

G. A. Costanzo
- Acting Director
Western Hemisphere Department

Mr. Herculano Borges da Fonseca
Chefe, Departamento Economico
Superintendencia da Moeda e do Credito
Avenida Rio Branco, 120 - 9 andar

Rio de Jeneiro,Brazil.



= A?gﬁ
SECRET INCOMING MESSAGE SECRET
! / INTERNATIONAL MONETARY FUND
(/ / WASHINGTON, 25,D.C.

'
h INTERNATIONAL MONETARY FUND
FROM: FEDFRAL RESERVE BAHK OF NEW YORK, NEW YORK 334hk
FILING TIME:___ %126 PM June 2, 1959
ot WESTERN UNION
Number : 133

HAVE CREDITED YOUR NO. 1 ACCOUNT $20,250,000 BY ORDER OF BANCO

DO BRASIL, S.A., RIO DE JANEIRO

FEDERAL RESERVE BANK OF NEW YORK

Orig: TRE
cc: Mr, Paranagua

WHD

SEC

Test number checks:

Approved.:

f Y ' (o &
Received in Code Room : g_)_' 30 ?’ﬂ){é‘}eé 2 ;,9/9
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SECRET INCOMING MESSAGE SECRET

INTERNATIONAL MONETARY FUND
7 WASHINGTON, 25,D.C.

b//

TO: _____ INTERFUND, WASHINOTOMDC
FROM: —___ BANCO DO BRASIL, S.A., RIO DE JANEIRO 33400

FILING TIME: 55GP Mey 295 1959

VIA: AC&R

Number ;

ARE CABLING TODAY FEDERAL RESERVE BANK OF NEW YORK, NEW YORK TO PAY YOU
JUKE 2ND $20,250,000 DUE UNDER OUR STAND-BY ARRANCEMENT JUNE 2, 1958

BANCO DO BRASIL, S.A.

Orig: TRE
cc: Mg, Dir.

Dep. Mg. Dir,
Mr, Paranagua
WHD
LEG
RES
ERD
SEC

Approved:

Received in Code Room: _10:00 A May 30, 1959



May 28, 1959

Dear Herculano:
xmwmwmmotmutmmInnm/
Cta, 110/59 of May 13 and DE/DIVIN/Cta. 112/59 of Mey 15, en-
closing summary tables of the data received by weekly cable
in sccordance with the agreement between the Intermational
S8incerely yours,

Jorge Del Canto

Director
Western Hemisphere Department

Avenida Rio Branco, 120 « 9 andar
Rio dp Janeiro, Brazil. b2



SECRET INCOMING MESSAGE SECRET

INTERNATIONAL MONETARY FUND
WASHINGTON, 25,D.C.

by, INTERNATTONAL MONETARY FUND
wuty: FEDERAL RESERVE BANK OF NEW YORK, NEW YORK 33363

FILING TIME:__+:18 PM May 27, 1959

via: __ WESTERN UNTON

Number ; 122

HAVE EARMARKED FOR YOUR ACCOUNT 10,84%.259 TROY OUNCES OF FINE GOLD

BY ORDER OF BANCO DO BRASIL, S.A.

FEDERAL RESERVE BANK OF NEW YORK

Orig: TRE
ce: Dep. Mg. Dir,
¥r. Paranagus

WHD

SEC

Teat number checks:

Approved:

Received in Code Room: ____2:29 PM May 27, 1959
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(4 / wAY 2 ¢ 1959
JJ / 26

8ir:
Consultetione under Article XIV, Bection &4
of the Fund Articles of Agreement

I write vith reference to preceding correspondence regarding
the obligation of members under Article XIV, Section & of the Fund
Agreement each year to Initiate consultations with the Fund as to
the further retention of any restrictione wefutained under Article
XIV, Section 2.

The elghth series of consultaticme has just started, and there
is enclosged = memorsndum on the position with regard to the 1956
consultations and to the procedure for the 1959 consultations.

The Executive Board decided to maintainm unchanged the existing
procedure.

Very truly yours,

Per Jacobsson
Mgneging Director

Enclosure #

Dr. Jose Garrido Torres } ces Mg, Dir,
Diretor Executivo ] Dep, Mg, Dir,
Superintendencis da Moeds e do Credito Mr, Paranagua
120 Avenida Rio Eranco, 99 andar WHD
Rioc de Janeiro, Brazil ' ERD

LEG

RES

SEC
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DECISION ON RELATIONS WITH YUGOSLAVIA AS ANNEXED TO L 986
ADOPTED TODAY WITH AMENDMENTS TO SECTION FOUR INCLUDING

DELETION REQUIREMENT CONCERNING PERCENTAGE OF TOTAL

TRADE STOP CONTRACTING PARTIES ALSO ADOPTED REPORT ON TARIFF

NEGOTIATIONS WITH BRAZIL IN TNB 27 AND AGREED THAT REVIEW
OF SITUATION ENVISAGED IN

2/33

PARAGRAPH THREE 1956 BRAZIL WAIVER WILL TAKE PLACE AT
FIFTEENTH SESSION STOP CONTRACTING PARTIES ALSO
CONSIDERED APPLICATION ARTICLE 35 JAPAN WITH LITTLE

PROGRESS REPORTED AND ITEM RETAINED ON AGENDA FOR FIFTEENTH

SESSION
ANDERSON




May 21, 1959

Dear Mr. Fonseca: #
I wish to aemum rcaupt of your letter nn/nm/

Cta. 102/59 of May 6, 1959, enclosing sumary um. of the

. data received By vukly cable in o.ccordmco vith thc ogruq :

ment betveen the International Monetary Fund and the muma, %

' Government. _

{Signed) G, A. Costanzo

G. A. Costanzo
Acting Director i
Western Kmilyhero Dupurt.mt s

. Superintendencia da Moeda e do Credito
. Avenida Rio Branco, 120 - 9 lndar
‘ Rio de Jmiro, lrnil.



INTERNATIONAL MONETARY FUND

May 15, 1959

G. A. Costanzo
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1959
Januery AL S 119.5
e - - SERE

Bowrce: U.5. Departmént of Commsrce, Survey of Cwrrent
Busivess; Busivess Statisties, 1957.
 0.Ph. oolling prices.



May 18, 1959
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1. Excheage aystes

o. In order to easure that reslistic rstes rule for all recedpts snd
M,NMM‘ohJutxndemfmﬁo-
chengs macirt shadd be sehieved (nmedlately. Al trasssctions, exsept
mmmmmmrum-,mauwn-.

warhet ‘ree of ell rests. 2tlecs an trade wnd payamsate, and for &
Msx-mwummwamcmm-mmab«mu
fluctuste. Dilateral acreessat currsscies would slso be plased in the mar-
mnwwm«mwruﬂﬂmrmlaﬂ.

b. The erchangs prscesds [ron colfse exporis wauld contioue to de
surrendarel to the Daidk af Irazil &l & (ixed rale a3 st preseTt. ™his
give rise Lo azehange prod te wolch would Le ecrmarked sxcl usively
the finencing of 1.2.0. wacissas of eurplus oo’fse and the ecovering of
of Brazil cruseiro losses oo ewela e transacticcs in the transition
the

giit

A te the nev exchangs aystes.

°‘l.

e. In the Lransition :yus ths oll to the nev sxchange iystem, the
Bank of BErasil will ingwr sdstens el crazaliro lossss frem existing com
mitesats to Asllver moﬁaxm;mtmlmmmm
in the nev free sarket. T8 w1l creals e savious laflationery problen
and meesures mist Le tazen 4o o ds nesinflatiensry finaaeing far these
losees. Possi:le sources of Such Mu-infletignary eover wiuld inelude cur-
pent recelpts in the “aglos sogeunt ' &l the local cwrensy comterpat of
nev forsigs Lowss net of repaymect o forei n indettedness by the Bank of

d. The existing Lalmmos of the “acio scodunt” ms of the date of the
exohangs reforn &houldd be Llouked A8 & veserve Nund te eover present end
P‘mmlmw the Jsax of Srasil. All receipte ia the
agios acoout from currsst exchangs wolits, vepsyment of losus, or sy
other source yuld be sarmaried to cover exchangs losses of Lhe Bamk of
Brazil refacred Lo ib the praceding peracraph.

e, The Ires'lisa Uoverumest ssy wish to reduce the tax rate Pt
lem ig ordsr to offset ummn.mmummuh“&ﬂn
deprecistion 1n tie isport rate fus erolemm.

£, Assceisted with this refovm of the sxehsage aysten should be A
Aetesmined stteck oo vilaterslisn, ™ jwerilisn Jovernmeat should under-
tate to ebaliash within o very short time period Lilateral trade and pay-
neats agresssnts vith Fund aeubers mod suoud dlscuse vith other coflTees

comtries the rosaibility of aliminsting their agresmsnts with
Boviet blos countsies.
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(t) PFallroed retes will need to be incresssd by et least 100 per
mummwmmnummmw
govermment grents-in-wid.

(e) The 1959 bulget eccnomy progrwn elresdy adopted by the Govern-
ment will need to de fully laplesented. ,

(a) Investast apenditures vill need to be curtailed to the ex-
teant necessary Lo schisve budgstary eguilibrium.

(o) Mev tates will Le impossd in 1960 te raise additiomal reve-
pues o sn enemt eqrivalert to 10 per cent of presemt recwl pts.
3. Credit proxrsa

mwma-mmwwmnwmun‘d
mmmwmmaw.wmnu&mnuw
more than 5 per oaut in 1959. On this basls, the following ceilings would

need to be established:
T i
ons of
m Credit to Pederal oomn-my 126.0 126.0

Gredit to stets sod municipal

goveroments snd sutarchles 18.1 18.1
(¢) loane and rediscounts to
casnarsisl banke 22.3 22.3
(4) Losns to the private sectord’/
? General Credit Dept. 73.8 a.0
, 2) Agricultural sod Indus-
trisl Credit Dept. 2.2 .0
1/ Bank of Brasil aredit already extended for the 1959 budget
wummm.aﬂnumnmmm
of the calendsr yesr.
8/ The pemmitted sxpmasion should be phased out oo & monthly
basis. 2



The Managing Director Wy 1A, 1909
Irving 8. Friedman, J. Cold and G. A. Costanzo

1. Attached is en aide-memoive which might be handed to the
Braziliens @s a gemeral indication of the essentisl elements of a

programn.

2. Ve have included, as you requested, sn alternative to the
"marketing board” errangement. However, we are proposing & fixed rate
instead of a mixing errangement. The staff preference for

for coffee
the former is based on many countries vhere srrange-
mmmummmmm  prior
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program designed to

eventually of

& broad cutline of &

This aide-memoire
authorities would be requived to develop a deteiled progrem.



Mey 13, 1959

Dear Mr. Fonseca:
I wish to acknowledge receipt of your letter DE/DIVIN/
Cta. 100/59 of April 29, 1959 enclosing sumary tables of the
data received by weekly cable in accordance with the agreement
between the Internaticnal Monetary Fund and the Brazilian
Government.
Sincerely yours,
t8igned) G. A. Costanzo
G+.A. Costanzo

Acting Director
Western Hemisphere Department

Mr. Herculano Borges da Fomseca
Chefe, Departamento Economico
Superintendencia da Moeda e do Credito
Avenida Ric Branco, 120 - 9 andar
Rio de Janeiro, Brazil.



The Maneging Dizector May 11, 1959
frving . Friodmn, J. Gold and Geh. Costense

Attached is & woswrandun giving the stalf views on the essential besis of
2 stadilizetion program for Bresil.



1. Brazil is currently undergoing @ serious economic crisis. Prices
have contimued to rise while money supply has expanded steadily. The
balance of payments has been in chronic deficit snd this deficit has been

The progrem cutlined below recognizes certain limitations with respect
to what can be done and is based on Brazilian experience. Constitutional
limitations with respect to export taxes, the special problem of coffee, the
past experience with sdministering quentitative controls, the desirability
of avoiding commerecial arrears, the need to finance the cruzeiro losses
mmm-ummmmmmmmmm
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INTERNATIONAL MONETARY FUND

May 11, 1959

Mr. Jacobsson:

The attached memorandum on re-
cent financial developments in Brazil
is for your information.

G. A. Costanzo



May 11, 1959

Mr. C. D Finch
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By May 2, 1959 the cash deficit was Cr§l3.8

reached

t

t has been a little greater than in 1958.



(E m per UsBle M )
Agio per US§ Free Market Rate
(Monthly m{) (Bnd of period)
1957: December 66.8 9045
1958: HMarch 121.6 106,.8
Am lkl.z 120,8
Decenber 1’2-0 1380;
1959 January 220.5 143.6
February 262, 139.8
March . 13,.5
April k 26840 133
1n 247.6 133
18 2L0.7 130
25 158.1 130
May 2 201.8 130 2/

1/ For Rio de Janeiro and Sao Paulo; sverage of general and specisl
categories
2/ New Tork banks' selling prices for cable transfers on Friday of each






May 8, 1959

Messrs. Irving S. Friedman, Jorge Del Canto
and Joseph Gold
e.mamnmw. John R. mx-y’v)

Attached 1s a draft of a memorandum for the
Managing Director on the Brazilisn Stabilization
.v\ A g
Program. '



Subject: Brazil: Staff Views Concerning Stabilization Progrem

1. Brazil is currently approaching & very serious economic crisis.
A chronic payments deficit is widening due to declining coffee export
proceeds, increassing imported rew material needs for new industries, and
mounting debt service reguivements. At the same time normal sources of
financing have been nearly exhsusted and reserves have fallen to low
levels. While some new sources of finance may be tapped they would
only postpone the crisis for a few months. Thms, the situstion calls
for fareveaching comprehensive reforms.

2, The Fund staff is not in & position without further detailed
discuesions to recommend the precise form this progrem might take. This
memorandum sets forth the broad nature of the measures called for, but
is necessarily vague sbout the details of implementation. In general,
the measures mst eliminate the dangerous payments gap by depreciating
exchange rates to more realistic levels and by ending the excessive
internal creation of credit. The measures taken must be clear and resolute
so that confidence in the future of the cruzeireo can be reestablished
internally and externally.

3. Exchange system. In order to ensure that realistic reates mle
for all sections of trade, the repeatedly declared objective of Brazil
to unify the exchsnge market should be schieved immediately. All trems-
actions should be tramsferred to the free market, which for a period
should be left free to fluctuate. The opening rate in this market is not
expected to be less than Cr$200 per U.S. dollar. Bilateral agreement
currencies would aleso be placed in the market with the vates free to find



their own level. There should be no prohibited list, but the system may
be subject to some complexity discussed in Sectioms & and 5 below.

b Coffee. The guiding principle for the treatment of coffee export
proceeds should be that coffee provides in full the financing needed for
any market support arrangement. Seversl methods might be used to achieve
this result. The staff prefers a solution outside the exchange system om
mmm@tmmwmmmm
through 1.B.C. mx-mc.uwummmmm
mmum-tatmo:lummnm 'm,u
there are substantial reasons for Brazil to prefer the use of a differentisl
exchange rate for coffee the staff believes this would be acceptable pro-
vided the differential is sdequate to provide all the financing reguired
for coffee. 7 b oo —~
' ses. Due to the specisl arrengements
made under the present exchange system to maintain solvency as long as pos-
sible, there are very serious costs involved in passing to & mormel exchange
system. These costs arise from two main scurces--first, commitwents to
deliver exchange against deliveries of cruzeiros at fixed rates already
substantially less than the ruling free warket rate and second, advance
sales of exchange under which the cruzeiros have been received, but the
exchenge not yet transferved. To the maximm extent possible commitments
of the first type must be remogotiasted or made subdject to countervailing
taxes. In particular, all such contracts wilh government agencies should
be abrogated. If after such review there remains a clear probability of
loss, and this seems highly probeble, provision should be made im the exchange




«3e

system to cover it. For this purpose it may be necessary to have exchange
surcharges of up to 50 per cemt of present gemeral category imports end up
to 100 per cent for special cetegory imports. These surcharges would terminate
with the elimination of the losses. In addition, to cover the problem
arising from prepayment for exchange & simple system of advance deposits
for imports may be reguired. The system should be designed to apply to
all imports at present subject to prepayment arrangements and should be
uniforam as to provision for all such imports irrespective of curremcy dsed.
5. Fiseal

The Government must undertake to balance its dudget (imcluding those of
the sutonomous agencies) imeluding all expenditures (other tham for coffee
support) currently made out of exchange profits. Included in receipts would
be the proceeds of foreign loams (exclusive of IWF drawing) in excess of
the amounts needed to pay for amortization of existing Bank of Brazil commite
ments. Due to the impact of the exchange rate chenge and the smell amount
of net foreign financing available, this will require substantial reduction
in expenditures. In particulsr, it will be essential to improve the operate
ing finances ©of the railroads by sn imerease in rates probably of the order
of 100 per cent. Development expenditures will have to be reviewed possidbly
eliminating half of the projects currestly under way.
6. Bank credit

The Government should emsure through direct ceilings on the Bank of
Brazil that the domestic assets of the monetary authorities do mot rise
by more than 5 per ceat in & full year. The precise implication of this rule
muﬂlﬁhﬁlﬁﬂﬂﬂﬂuﬁﬁ”#hﬁlwm“
three things: (a) mmsnm#mmm;



b«

(b) whether additional reserve requirements can be imposed on commercial
banks;and (c) vhether the Bank of Brezil can recoup some of the advances
made to commercisl banmks. On present information it would seem desireble
that the expansion of credit by the Bamk of Brazil to the private sector
be limited to 5 per cemt with the remaining margin kept in reserve to
cover other factors,such as exchsnge system losses, bilaterel account
balance inmcreases, etc.
7. External debt

Realistically Brazil's external debt has passed beyond the capacity of
the country to service. The Govermment should recognize this by ending
completely the registretion of new suppliers’' credits and borrowing by the
Bank of Brazil except under the stabilizatiom plan. In addition, there
may be a need for the creditors to work out some refimancing or stretch
out in payments terms.
8. WVages and prices

On the implementation of the wage reform & mumber of prices will rise.
This will give rise to vage demands. The Government may wish to anticipate

this by decreeing a gemeral wage imcrease to compensate for the increases
-=-gn increase of 10 per cent might be sppropriate. This should be followed

by instructions for a complete wage freeze for ome yesr to give stabiliza-
tion & chance to show results before mew negotiations begin.
9. longer term polieiss

To consolidate stabilization it is important that the Government create
appropriaste institutions. ILegislation to eggablish a central bank should be
actively supported by the Covermment. mwmmmmm
power for the cemtral bank to incresse reserve requirements substantially
beyond present levels.



3.

10. Performance guarentees

In view of the problems associated with implementation of the
internal program, problems which have repestedly overturnsl previous
programs, thers is likely to be some skepticism in foreign circles
about performance. To ensure adequate confidence performance guarantees
should be given with receipts of foreign assistance received by installments
subject to performance under these guarantees.
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LV My T, 1959

Dear Herculano:

I wish to acknowledge receipt of your letter DE/DIVIN/Cta. 96/59
of April 24, 1959 emclosing summary tables of the data received by
weekly cable in accordance with the agreement between the Inter-
national Monetary Fund and the Brazilian Covernment.

Sincerely yours,

Jorge Del Canto
Director
Western Hemisphere Department

Superintendencia da Moeda e do Credito
Avenida Rio Branco, 120 - 9 andar
Rio de Janeiro, Brazil.
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INTERNATIONAL MONETARY FUND

4/30/59

Mr. Costanzo:

Attached the text of the two
recent Instructions of SUMOC. Would
you please see if there is anything
new we should report to Mr. Southard
on the questions he raised a few days
ago concerning freight? Thank you.

J. Del Canto

Attachment

Y/

Jorge Del Canto




WH-17,282

Translated by J. Findlay
Reviewed by K. F. Magurn
4/29/59

Source: Boletim Cambial No. 929, April 24, 1959
p. 11

SUPERINTENDENCY OF MONEY AND CREDIT
INSTRUCTION NO. 180

The Superintendency of Money and Credit, in accordance with the decision
of theifeuncil taken at today's meeting, in conformity with Article 3(h) and
Article 6 of Decree-Law No. 7,293 of February 2, 1945, in consideration of
Article 100 of Decree No. 42,820 of December 16, 1957 and Article 3(I) of Law
No. 1,807 of January 7, 1953, and also considering:

the necessity of assuring the Brazilian products referred to in this
Instruction of a competitive position on the international market in considera-
tion of the new international economic conditions on the markets concerned;
RESOLVES:

{1) To include sugar and cotton, raw or ginned, among the products the
export proceeds of which are to be negotiated on the free market under the terms
of Instruction No. 167 of October 4, 1958 concerning other products.

(2) To classify cocoa butter in Category 3 of Instruction No. 174 of
January 10, 1959.

Note: The Foreign Trade Department of the Bank of Brazil will be
responsible for licensing eotton exports in such a way as
to prevent the method adopted for cotton in this Instruction

from having undesirable effects on supplies for the domestic
market.
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WH-17,282

Source: Boletim Cambial No. 929, April 24, 1959

pP. 21

SUPERINTENDENCY OF MONEY AND CREDIT
INSTRUCTION NO. 181

The Superintendency of Money and Credit, in accordance with the decision
of the Council taken at today's meeting, in conformity with Article 3(h) and
Article 6 of Decree-lLaw No. 7,293 of February 2, 1945, and considering:

the necessity of reducing import costs as much as possible to the benefit
of the general level of prices;

the advisability of relieving the official exchange budget through the
elimination of expenditures subject to settlement in national currency;

the fact that the exchange position does not allow, for imports benefiting
from the special exchange system, the extension of the exchange subsidy to pay-
ment for services in connection with such imports which can be settled in
national currency;

Resolves that it be announced that:

I. All Brazilian imports shall be covered on the official exchange market
only for the value of the merchandise in question loaded at the foreign port of
shipment (f.0.b. value).

II. Consequently, ocean freight and marine insurance shall be settled in
cruzeiros, transaction being permitted on the free-rate exchange market in
convertible currency, or, in the case of merchandise imported from bilateral
areas, in the agreement currency concerned.

ITI. The principle shall be maintained that merchandise imported with the
exchange subsidy, including that enjoying exemption from the auction system,
shall be transported obligatorily on ships of Brazilian registry, ships

chartered or rented to Brazilian enterprises being included for this purpose.



-2 -

IV. The principle reaffirmed in Item III shall be applied in all but the

following cases:

(2)

(b)

In the case of imports financed by foreign
official institutions, when it becomes
necessary, on a reciprocal basis, to meet

the requirements of the international legisla-
tion of the countries in question

When it has been proved impossible to ship all
or part of the merchandise on a ship of
Brazilian registry

V. Imports made with the exchange subsidy shall also be subject to the

following rules, in cases in which the rate allowed is lower than that on the

free exchange market:

(a)

(b)

(c)

When the merchandise reaches Brazil, the importer
shall pay the equivalent in cruzeiros for freight,
calculated at the same rate as is applicable to
the merchandise.

The Exchange DeQﬁﬁg&ﬁE;—Of the Bank of Brazil shall
um

enter in a memoran conta gréficgJ7 the equivalent
value of the freight'in foreign currency, for payment
at the rate prevailing on the free exchange market on
the date of authorization by the Banking Inspection
and Control Division of payment in national currency.

The value of the marine insurance premium shall be
paid direct to the underwriter in accordance with
the specific regulations.

VI. Any contracts in existence that are not in accordance with the present

instructions shall be reviewed and emended in such a way as to adjust them

immediately to the system now instituted.

VII. The banks authorized to deal on the free-rate market may arrange forward

sales of exchange to cover import freight, as soon as it has been proved that

there exists an exchange certificate for the f.o.b. value of the goods to be im-

ported, part of Instruction No. 61 of this Superintendency of June 29, 1953

thus being rescinded.

Instruction No. 181, by transferring to the free market payment of freight

and services on merchandise subject to the®%¢¥1@Qgtem, will make it possible %o

reduce the cost of merchandise in the general category and to economize on foreign



“B

exchange at the official exchange auctions, which will no longer have to

provide exchange for freight and other services.



’ April 29, 1959

Dear Herculano:

I wish to scknovledge receipt of your letter of March 19,
DE/DIVIN/Cta. 56/59, with summary tables of the data received
by weekly cable in sccordance with the agreement between the
International Monetary Fund and the Brazilisn Government.

Sincerely yours,

Jorge Del Canto
Director
Western Hemisphere Department

Superintendencia da Moeda e do Credito
Avenida Rio Braneco, 120 - 9 andar
Rio de Janeiro, Brazil.



*
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The Managing Director April 28, 1959
I.8. Friedwan and G.A. Costanzo

g iymammmm

The following memorandum describes the curreat status of stabilization

April 1958 ss $200 million for 1958, is estimated mow at $300 million for 1959.
Consequently the reguired adjustment in average exchange rates to obtain lomg-run
equilibrivm remains substantially the seme as & year 8go.

April 50, April
Daport Rates 1958~ 19593  mxportBates 1958 1959 )/
Newsprint fﬂ L3 Coffee ko 60
27 80
Cocoa b3 70
Automobile parte
for assembly 60 - 108 60 - 104 Cotton 43 130
Other preferential imports 53 100 Sugar 67 130
Specific suctions 553/ 102 Textiles 103 130
General category auctions I.”y 260 Other masmfactures 67 130
aposiel eotepeey esettens 353Y 365 Other promucts? 55 100
most recent available date in April.

Average for month.
gm&mmmﬁuxﬂamamumzmmm
in 1959.
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Table 2. Srazile-Selected Credit Developments, 1956 emd 1999
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Mr, F. Southard April 28, 1959
J. Del Canto

Brasil

With reference to your mmmmwmmmm
memmm,mmmﬂmm
that only those imports paid through the suctions will have to resort to the
free market. However, we sre still in doubt and have given & questionnsire
to Mr. Paranagua for further clarification.

All the material we have available is: (a) a text of the resolution
as dictated over the phone from Brazil to Mr. Paranagua, and (b) a cable from
Peulo Pook Corres, Director of the Exchange Department of the Benk of Brazil,
to Mr. Paransgua. Both documents are attached.

As soon es we have further information we expect to produce a sup-
Plementary paper, and will inform you eccordingly.

JDelCanto:arb
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24 de abril de 1959

Dear Herculano:

I wish to acknowledge receipt of your letters DE/DIVIN/
Cta.51/59 of March 11, DE/DIVIN/Cta.T3/59 of March 17, and
DE/DIVIN/Cta.T4/59 of March 2 emelosing summary tables of the
data received by weekly cable in accordence with the agree-
ment between the International Mometary Fund end the Brazilian
Government.

Sincerely yours,
Ay

Jorge Canto
Director
Western Hemisphere Department

Avenida Rio Branco, 120 - 9 andar
Rio de Janeiro, Brazil.



2h de abril de 19%9

Dear Herculano:

T wish to scknovledge receipt of your letters DE/DIVIN/

Cta. T7/59 of April 1, DE/DIVIN/Cta. 83/59 of April 8,

- DE/DIVIN/Cta. 86/59 of April 13 amd DE/DIVIN/Cta. 87/$9 of

April 15 enclosing summry tables of the dets received by

weekly cable in accordance with the agreement between the

Internstional Monetary Fund and the Brazilian Covernmenmt.
Sincerely yours,

/S

Jorge Del Canto
Director
Western Hemisphere Department

Superintendencis da Moeds e do Credito
Avenida Rio Branco, 120 - O andar
Rio de Japediro, Braszil.
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Mr. Del Canto

The Secretary



TO

‘Mr, Per Jacobsson, Managing Director

FRO™ ‘0, Parsnagui, Executive Director

/
SUBJECT : Brgazi]l w Exchange Systeme

In accordance with instructions just received, I wish to communicate to
the Fund that in accordance with the program indicated in the letter of the
Brazilian Finsnce Minister of July, 1958, and in order to establish more real-
istic exchange rates, the Brazilian Government after this consultation with the
Fund is taking the following steps:

(1) the proceeds of exports of cotton and sugar will be negotiated
in the free market;

(2) the rate for cocoa butter (manteiga de cacau) now exported at
70 cruzeiros per dollar will be changed to 100 cruzeiros per
dollar; and

(3) on the import side payments of freight and insurance will be
liquidated at the free market rate,

This revision of exchange rates is made within the framework and in the
spirit of the letter of the Brazilian Finance Minister for the purpose of a
gradual simplification of the Brazilian exchange systems

Origs WHD
Cc: Mg. Dir,
Dep. Mg. Dir.
ERD
LEG
RES
- TRE
SEC

656l I e 1T 1S ¥d¥




Minister of Finance
Lucas lLopez
Rio de Jeneiro, Brazil

It is my understanding thaet payments for freight and insurence at
present are effected at same exchenge rate applicable to particular
import. Accordingly, therefore, I would interpret proposed new regu-
lation shifting freight and insurance to free market to mean that freight
end insurence on all preferential imports, including newsprint, will be
increased to free market rate and freight and insurance on general and
special category imports will be reduced from effective exchange rate
for general and special category imports to free market raste. Please
confirm. Please provide also information whether freight and insurance
on imports through bilaterel egreements will also be effected in free
market, Please estimate value on errivel basis of freight end insurance
being shifted to free market.

PARAVAGUA



8EC-17,243

: Translated by Sophia Ramm
KM Reviewed by K. F. Magurn
131967
y b/21/59

UNITED STATES OF BRAZIL
SUPERINTENDENCY OF MONEY AND CREDIT

Rio de Janeiro, April 9, 1959
DE/DIVIN/Cte. 85/59

Mr, Irving 8. Friedman
Exchange Restrictions Department
International Monetary Pund
Washington 25, D.C.

- U-S 'Au

0 .

Dear Bir:

In reply to your letter of March 31, 1959, we wish to inform
you that you are correct in suggesting that as -of January 31, 1959,
the exchange rates in force for "imports of newsprint by printers
whose publications weigh £O grems or less" and for "imports of news-
print by other printers" were Or$ 26.92 and Cr$ 38.92 per dollar,

o respectively.
Very truly );ourl,

ECONOMIC DEPARTMENT
International Division

/s/ /8/

Herculano Borges da Fonseca Eenrique de Oliveira Duprat
Department Chief y Acting Division Chief

JAF/RM
' Orig: ERD
Ce: Mr, Paranagua
WHD
Mr, Kalivoda

3 4 ¢ 68 9 1 198G
f[bcelived in Corre 13 T 0 i i otk W &

Received #r--



INTERNATIONAL MONETARY FUND

April 9, 1959

el

Mr. Woodley
Mr. Finch
Mr, Kirkwood

The attached might interest you.

ISF

Irving S. Friedman



lr. Friedsman ' April 9, 1959

you requegted, iir. Gerstein and I discussed together the question
might be the significance for the GATT if the Fund were to take
involving the disapproval of Brazil's exchange system. The atiached
te presents our agreed position with respect to this matter.

i,

Attachment



Significance for the GATT oxm Disapproval of Brasil's

On the basis of the information avallable to the staff, Fund disapproval of
bfragil's exchange sysitem would nol necessarily have any significance with respect
to Dragil's tariff system under the GATT., It is, however, conceivable that cone
tracting parties might take the occasion of Fund disapproval to raise questions
about their relations with Bragil under the CATT and even to claim impairment of
benefits and ask for compensation under the nullification or impairment provigions
of CATT Article XXIII.

In November 1956, the CONTRACTING PARTIES granted a waiver which allowed Brasil
to introduce a new customs tariff without previously entering into negotiations with
interested contracting parties., It was, however, provided that such negotiations
ghould subsequently be undertaken and the resulis be incorporated in the schedules
of duties bound under the GATT. At their session in November 1958, the CONT
PARTIES approved a protocol to embody the results of the tariff negotiations., The
protocol was to be opened for signature on December 31, 1958 and generally to enter
into force when accepted by all contracting parties. Frovision was made for the
 annexation to the protocol of the results of the negotiations whieh had not been
completed by December 31, 1958 It is not known whether or not the protocol has
entered into force or whether or not any tariff negotiations remain to be completed.

The Bragilian tariff reform was taken in conjunction with the change in the
exchange system which involved the reduction in the number of auction categories
from five to two and the elimination of minimm agios. While concern regarding
the nature of the brazilian exchange system was expressed privately by wembers of
GATT delegations from time to time, it is to be noted that neither the text of the
waiver granted in 1956 nor the report of the working party which submitted the
waiver to the CONTRACTING PARTIES nor the text of the protocol adopted in 1958 make
any reference to the gtatus of the Brazilian exchange system under the Faund Agree-
mente The schedules of tariff concessions negotiated between Brazil and other
contracting parties are not available to the staff (although it is believed that
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they could be obtained). It appears unlikely, however, that these schedules

would contain anything which relates their entry ianto force or continmed application
to the status of Hraszil's exchange system under the Fund Agreement, since the Fund
or its GATT missions were never approached by contracting parties during the tariff
negotiations regarding matiers of this nature. Aeccordingly it would appear that
Fund disapproval of the Braszilian exchange system would have no necessary legal
congequences upon the status of Irazilian tariffs under the GATT.

At the same time it must be recognized that Fund disapproval of the Bragilian
exchange system might influence some contracting parties in raising the question
of the possible impairmment of benefits under the GATT as a result of Bragilian
action in the exchange field, It has been noted that the tariff reform was under-
taken in conjunction with changes in the Braszilian exchange system. That system
continues broadly as anticipated at the time at which the waiver was agreed in
1956, Effective exchange rates have depreciated, although it may be argued that
the significance of such depreciation is independent of Fund approval or disapproval
of the system. DNevertheless, it is not possible to tell how contracting parties
might react to disapproval. Conceivably they might feel that this involved some
impairment of the benefits from tariff concessionsj or they might chooge to take
action in other fields, e.g., with respect to subsidies, for which Brazil would no
longer have the protection of the CATT provisions which protect a contracting party
in the use of sexchange arrangements in accordance with the Fund Agreement,

In this comnection the following paragraph from the waiver granted to Irasil
in November 1956 may be relevant:

i As soon as the negotiations referred to in paregraph 1 above

have come to an end the Sragilian Covernment and other negotiating

contracting parties shall submit to the CONTRACTING PARTIES a report

on the results of the negotiations and on other action taken in

pursuance of this Decision, The CONTRACTING PARTIES may make such

recommendations to Frazil and to other contracting parties as they

may deem appropriate. In particular, if any negotiating con :

party considers that the situation resulting from the negotiations

and other action pursuant to this Decision does not constitute a

metually satisfactory adjustment, the CONTRACTING PARTIES

au

: shall
thorize the suspension of the mutual obligations of that contract-
ing party and of Brasil under the General Agreement,”
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The report referred to in the firsl sentence of the guotation is to be submitted
%o the CONTRACTING PARTIES at their Session in May 1955.

It will be clear from the foregoing paragraphs that the observations contained
therein are tentative in the absence of more complete information. A definitive
statement would require an examination of the tariff schedules to determine if
they contain any provisions regarding the brasilian exchange system. It would
also be helpful to discover if the protocol and the new schedules have entered
into foree and if any negotiations remain to be completed.

A complete view of the likely GATT significance of Fund disapproval of the
Bragilian exchange system could only be obtained if it were posgible to diseover
how contracting parties might reset under the GATT to such Fund action.
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G. A. Costanzo



Rio de Janeiro
March 24, 1959

OUTLINE OF STATEMENT TO MAKE ORALLY BEFORE SUMOC

I. Brazil's Payments Problem

(a) Payments problem is not of recent origin and cannot be
attributed solely to decline in coffee prices. Brazil's external
payments problem goes back to the end of World War II. The
payments problem was only temporarily alleviated in 1953 through
a severely restrictive import policy and in 1955-56 through an
exceptionally favorable coffee market combined with severe import
restrictions. Brazil's payments deficit since the end of World

War II can be estimated as follows:

(Millions of
U.S. dollars)

1. Use of exchange reserves 450
2. Outstanding compensatory financiug oi 1952 347
3. Eximbank compensatory financing, 1954 45
4, Eximbank compensatory financing, 1958 100
5. Net drawings on IMF 1135
6. Swaps 116
7. Compensatory financing from private banks
a. Use of lines of credits
(1) u.s. panks 52
(2) European banks 11
b. 1958 loan from New York banks I |

Total compensatory financing, 1947-1958 1,292



(b) This situation of fundamental balance of payments dis-
equilibrium has brought Brazil's foreign indebtedness to an
excessive level beyond Brazil's debt service capacity.: Brazil's
present outstanding foreign debt in convertible currencies will
require about $300 million in 1959 for interest and amortization
payments. This burden will rise to about $400 million in 1960
and 1961. This means that roughly 35 per cent of Brazil's
export earnings in convertible currencies in 1959 will go for
debt service. If export earnings remain at the 1959 level in
the next two years, debt service will absorb about 50 per cent
of export earnings in 1960 and 1961.

(¢) Brazil's external financial situation is even more
serious in that further deficits are expected of around $300
million in 1959 and $250 million in 1960. Furthermore, under
present exchange, monetary, and fiscal policies, there is no end
in sight to a situation of chronic balance of payments disequilib-
rium. Doubts are beginning to grow as to Brazil's external
solvency. Unless convincing measures are taken to restore
balance of payments disequilibrium, there is a serious danger
that the capital inflow of recent years may not only come to a

standstill, but may be reversed.
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II. Causes of Brazil's Chronic Balance of Payments
Deficit of the Last 10 Years

The fundamental cause of Brazil's external payments problem
has been the excessive credit expansion of the Bank of Brazil
in the last 10 years. Bank of Brazil credit since World War II
has expanded at a rate of 20 to 30 per cent per annum. At
times, the credit expansion was to finance the deficits of the
state governments and in more recent years the deficit of the
Federal Government, but in the period as a whole, most of the
credit expansion has been on behalf of the private sector.
This credit expansion financed overspending by the Brazilian
economy as a whole, resulting in the internal absorption of
resources otherwise available for export, increased demand for
imports, and internal price inflation. As the exchange system
has not been sufficiently flexible, the internal price inflation

has meant unrealistic exchange rates, penalizing exports and
encouraging imports.
III. Essential Conditions for Restoration of Balance

of Payments Equilibrium
(a) Reduction in rate of spending of the public and private

sectors to a level compatible with available resources. This
means fiscal and credit policies to limit the growth in money
supply to a rate consistent with the rate of growth in Brazil's
output of goods and services. In concrete terms, this means re-
ducing the deficit of the Federal Government and credit operations
of the Bank of Brazil's Carteira de Rediscontos, Credito Geral,
and Credito Agricola e Industrial to amounts which can be financed

by an issue of currency of no more than 5 per cent per annum.



B

(b) The exchange system will need to be completely over-
hauled to eliminate artificial rates, whether overly depreciated
or appreciated. Realistic exchange rates would encourage the
development of export production and would enable the export
sector to compete on equal terms for investments. On the import
side, the elimination of overvalued rates would help to reduce

import demand.

IV. Brazilian Stabilization Plan

The Brazilian stabilization plan, if fully implemented,
would with the counterpart of the planned $300 million of external
borrowing (Cr$80 billion at an auction rate of Cr$250 plus the
official exchange rate), slow down the rate of inflation. The
plan, however, is not sufficiently far reaching and would do
nothing to correct the fundamental balance of payments disequi-
librium. Thus, while the rate of internal inflation would be
dampened, this limited objective would be attained by the heavy
taxation of the export sectors of the economy and by further
mortgaging of the future. The basic balance of disequilibrium
of the last 10 years would continue with no end in sight.

(b) Brazil's external payments problem has reached such
proportions that it cannot be corrected by internal measures
alone. Internal measures alone could restore equilibrium only
through a severe policy of monetary contraction with serious
unemployment consequences. Accordingly, the most desirable way
of coping with the balance of payments disequilibrium would
appear to be a policy of exchange reform to equilibrate existing
internal and external prices, accompanied by a policy of monetary

containment to protect that equilibrium once established.
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Brazile-Currency Issue and Government Borrowing

(In.billions of orugeircs)
End of Peried Currency Percentage Covernment
Issue Change Borrowing )/

1657: Dsceuber 96,6 5.5 ”01
1958;: Jaousry 94.0 -2,7 2,6
Februsry 9.6 0.6 6.7
Harch 96.6 2,1 8.7
spril 99,1 2.6 12,0
=ay 101.6 2.5 14,2
June 163.4 1.8 18,1
fugust 104.2 0.6 20,3
Septenber 109.4 5.0 20.4
Cotober 111.6 2,0 22,7
Novenber 115.6 3.6 26,6
Dacerber n9.2 3.6 30,3

fieek endeds
1959: January 3 119.8 P 5.3
10 118.5 «1.1 6.4
17 1171 -1,2 5.4
24 117.1 - 8,2
3 116.8 w26 6.1
February 7 116.8 - 6.2
VA 117.3 Oud 7.8
21 137,23 e A
28 116,8 -0 ody 7.2
Earch 7 118,92 1.2 11,2
4 119.1 0,2 15.0

i

)/ FPigures for 1958 show the Government's gash deflcit, as measured by the
change in claims of the Bank of Brazil on the Tressury, plus the net issue
of Treasury bills less the amcunt of bills outstanding en Deceuber 31,
1957, Eerrowing es shown undersitated this defleit by Oré2 billiom in
1957, and by Crf0.,4 billien in 1958, Figures for 1959 are gross

of the Tressury, and overstste the deflsit by COri3.3 billien
ﬁzun!ohury. The emgess of Governuent

berrowing over the cash defieit is composed of the chenge in Tressury
oash, deposits in the Central igency of the Bank of Brazil, snd iteme



Brazile-Exchange iarket
(In eruseiros per U.S, mw; and in millions
Of L8, dollars)

Agio per US§ )/
(monthly average)
1957 Deceumber 66,8 90,5
1952; Jamary 96,1 8,3 6.7 97.5
Tebruary 113.0 6.3 5.0 995
Niarch 1216 8.4 6.7 106.8
April 142.2 8.4 6,6 120.8
day 4.4 8.4 6.6 122,0
June 13‘.3 Bo‘ 8.3 13208
Jaly 140,.8 10.5 6.6 134,0
August 154.8 8.4 6.6 15%.5
Senteunber 193.1 8.3 6.5 1586,3
Cotober 189.3 6.7 2/ 5.2 2/ 140,28
Hovember m.‘ 6.7 : $.2 136.3
Decenber 192.8 6.6 3.9 138,5
¥eek ended:
1959: Jamuary 3 200.4 1.7 135 &/
10 203.5 37 145 &/
17 205.3 1.7 139 &/
2, 257.3 2,6 o/ 141 &/
N 235.8 2.6 139 &/
February 7 245.2 2,6 139 ﬁ
4 37
21 .2 2.6 135 &/
28 27449 2,6 133 4/
darch 7 289.0 2.6 135.4/
u m.v 20, > 7l
For Ric de Janeiro and Sao Feulo, oanly U5 and ACL dellars,
Weekly ssles were reduced by 20 per ceat.
tuetions of A0L dollars discontinued after Desember 16, 1958,
New York Banks' selling prices for cable transfers on Friday of esch week,
¥o auction held,
On June 21 suction sales of 4ACL and US dollars were combined, and the total
was reduced 12,2 per ¢ent below the weekly totals sold during Deceuber,
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"INTERNATIONAL MONETARY FUND

Date...... .3/.1:3'145-9 ............
TO:
m ... Mr, Del Canto B oo
&1 [ SO S | S Room.....__. ...
421 [ DS« (I SO Reom............
Brazil

Attached are draft minutes of the
Sixth and Seventh Meetings. Minutes of
the Fifth Meeting on coffee financing
are being revised to include later

statistics. s
T ™



BRAZIL - Minutes of the Sixth Meeting
held in Office of Director, Western Hemisphere Department
11:00 AeMo, Mondey, March 9, 1959

Present:
Brazil
. Mr. Paulo Cbrrea, Director, Exchange Mr, Jorge Del Canto, Director, WHD
Department, Bank of Brazil Mr. G. 4. Costanzo, Deputy Director, WHD
‘ Mre, David Finch, Chief, WHD .

Mr. Casimiro Ribeiro, Advisor to the Mr. Bruno Brovedani, Asste. Chief, WHD
Minister of Finance Mre Jo A. Kirkwood, Economist, ERD

The meeting had been arranged for an examination of the data left
with the Fund staff by the Brazilian representatives on Brazilts exchange
operations., In reply to various questions raised by menbers of the Fund
team; Mr. Correa supplied the foilowing informations

le The Free Market

It is expected that export receipts in the free market should be at
least $46 million in comvertible currencies. Currently the Bank of Brazil
is pur;suing a policy of quietly buying up export bills that é,re offered to
it, and it proposes gradually to go into the free market to absorb funds.
AL present the Bank is purchasing in the free merket at a réte of about
$1o5 million 2 month. As an indication of the size of this market, it
i«ras mentioned that during the last quarter of 1958=-cr more precisely,
for part of the month of Ochober through December~-proceeds of export
bills amounting to from $7 million to $9 million were sold in the free
market. Commenting on an observation i}hat during all of this time the

free market rate had been fairly firm, even with a tendency to appreciate,



Mre Correa said that the authorities would not, as a policy, wish the
rate to become more appreciated. Further to the reference which had
been made during the first meeting that the authorities had ﬁnder .conn
sideration, for implementing in 1960, a plan to ‘transfer freight and
insurance costs associated with import payments from the officidl to the
free market, it was mentioned tha.t‘ an arrangement aldﬁg these lines may
even be undertaken in the near future. This would depend oﬁ finding a
satisfactory way to deal with freight charges for oil and wheat imports
s0 as to ensure that the price of these coxmodities is not increased,

at least during the period through June 30, 1959,

20 Automotive Industries# Plan (page 16)

Tt was note;d ‘l:.ha'b ‘6ﬁ£s£anding commitments under this plan amounted
to $323.6 million as of December 31, 1958. These commitments are in
resbect to the productioﬁ of trucks. When the preéjects have been approved,
the Government undertakes to provide the necessary foreign currencies to
import those component parts which are not manufactured in Brazily and the
industry undertakes to manufacture trucks in Brazil at an agreed monthly
rate., Although the automotive industries’ plan has now been terminated,
a further $110,7 million will be authorized in 1959 for payments in
respect of units alrveady shipped, znd $88.1 million in 1960, The latter
anount is to cover commitments for autbmobilés s and it will be due for
repayment one year to eighteen months later. Currently imports under the
automotive industries! plan receive the preferential rate (now 100 cruzeiros
to the U.S. dollar), but this treatment will cease at June 30, 1959 from

which date the genéral category rate will applys



3¢ Suppliers!' Credits

There was a net decrease of $19.7 million in suppliers' credits during
1958--commercial loans rose by $658 million; obligations under the
sutomotive industries plan decreased by $7hek million; and obligations
‘under the agricultural equipment plan declined by $1l.1 million. An
amount of $122,3 million (Table L) has been registered as a new commitmant
in 1959~-the Brazilian authorities will agree to allow equipment to be
imported on credit up to $122.3 million only insofar as the imports are
covered by commereial credits which allow a three-~year period of grace
before repayments are commenced. No exchange rate cemmitment has been
given on these commitments but the prevailing preferentiesl rate will be
extended, On certain oécasions in the past the authorities have allowed
isolated repayments to be made before the expiration of three years, but
this has always been in association with a Mswap" transactione

he Exchange Certificates (PVC's)

It was noted that the com‘litments for the PVCts and exchange conw-
tracts are heavier during the first semester of the year, as a result of
a concentration of imports during the second semester of the year. The
PVC's are being regularly issued by SUMOC but, due to shipping delays, etcs,
the& are not as regularly retired. If there is good justification, the
anthorities extend the currency of the PVC/ under certain circumstances,
but many PVC's are also canceled, The agio can be returned to the
importer onl;;r after the lapse of one year,
5¢ Table L

as Commitmentis Already Assumed

(1) oil
To reduce the commitment for oil any lower than the $83.9
million allowed for in 1959 would mean introducing rationinge

However, every effort is made to reduce the import qost involved,
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be

economies héve been made in the refinming process, and the
output has been increased from 45,000 to 60,000 barrels a day.
(2) FCts

Thewtotal of @8197 million represents outstanding PV('s
which will have to be liquidated in 1959, ”

(3) Exchange Contracts

The conmutment for the year is 3322206 millicn, These
contracts are all irrevocable and represent credits that.
have already been opened. The contracts .have been written
by the Bank of Brazil and the commercial banks.

(L) Rubber

The commitment of @l million in 1959 represents rubber
imporfed on credit from Malaya and Indonesia during 1958, for

which the repayment is already committed in 1959, Import pay=-

"ments are now effected at the general category rate;

Commitments to be Assumed

(1) PETROBRAS .

" The figure of $37.0 million in 1959 represents a commit-
ment for paymert s for equipment, parts, and services for refining,
extracting, and prospecting--last year the figure was higher.
Part of the payment for this commitment will be sold by the
Bank of Braszil at the free marketrate.

(2) Railroads
The commitment of $10.0 million is only to cover the

replaéemén’ﬁ needs for existing equipments



(3) Air Force

It is hoped that the scheduled commitment of $10,8 million
for 1958 can be further reduced to $5 millipn; this is currenly
under investigation. The payments are for aircraft parts.

(h) Navy '

Most of this figure of $13.2 million is for payments in
connection with the reconditioning in the Netherlands of Brazil's
aircraft carrier; but some payments will also be made in the ‘
United States to meet the cost of armament equipment. Total codty
of the aircraft carrier will be $30 million, '

(5) Commercial Airlines '

The commitment of $12.0 million is for replacemtn parts for
the Brazilian airlines., Foreign exchange is being made available
at the preferential rate up to June 30, 1959.

(6) Books and Magazines

The cormitment of $3.8 million is for specielly authorized
purché.ses by book shops=-=there are many complaints from the

general public in Brazil that this figube is too low.

(7) ZLight end Power
to purchase coal
The commitment of $12.,0 million is mostly/fer use in gas

prodm':tion. The figure has been at this level for sometime.
(8) National Steel Industry

The commitment of $10,0 million is for coal, mostly for
coke productione | |
(9) Iren Ore
A commitment of $1.,0 million is for the purchase of replacee

ment equipment, which is being effected at the auction ratee
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(10) Rubber
The figure of $16.0 million as a commitment to be assumed
in 1959 is in addition to the $ie0 million already provided

in ,
for/the exchange budget for the first semester of this year.

(11) Brazilian Treasﬁry Delegation

. The figure of $18.,0 million represents the difference
between the réceipté from consular fees and the cost of
maintaining Brazills delegations sbroad. The amount is about
the same as in 195éa

(12) Bankers! Interest

The commitment of $lis2 million represents interest on

shorteterm lines of credito

Mr. Correa commented that Brazil at the moment has a surplus in all
her bilateral payments accounts except that with Sweden. The Bank of
Brazil is currently offering bilateral currencies at a diséount of about

30 per cents
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BRAZIL - Minutes of the Seventh Meeting
held in Office of Director, Western Hemisphere Department
10:30 A.M., Tuesday, March 10, 1959
Present:
Brazil Fund
Mr. Paulo Correa, Director, Exchange Mr. Jorge Del Canto, Director, WHD
Department, Bank of Brazil Mr. G. A. Costanzo, Deputy Director, WHD
Mr. David Finch, Chief, WHD
Mr. Casimiro Ribeiro, Advisor to the Mr. Bruno Brovedanl, Asst. Chief, WHD
Minister of Finance Mr. J. A. Kirkwood, Economist, ERD

The following additional information was given by Mr. Correa in answer
to queries by the Fund staff arising out of the written data which had al-
ready besn supplied on Brazil's external position.

In regard to Table 5‘(ﬁCommitments in Convertible Currencies“), it was
mentioned that the Brazilian authorities include interest in the statement of
Brazil's foreign indebtedness. The Table indicates that $52 million in lines
of eredit with U.S. banks will be due for payment during 1959. Braszil's
outstanding lines of credit now amount to about $97 million--gbout #82 million
by banks in Germany. The German lines of credit comprise the DM equivalent
of $7.5 million from the Bundesbank, and DM 10 million with éach of three
leading groups of German banks. At the end of February 1959, although Brazil
had fully drawn the U.S. lines of credit, some repayments had been made; and
about $16 million in further availabilities could be utilised.

Table 5 also indicated commitments of $80.1 million in 1959 for swaps in
convertible currencies and $10 million to repay a swap of U.S. dollars for

German marks. It was noted that a rate of exchange of 58 cruzeiros per U.S.

dollar is applied for swaps with terms of from six months through two yearse.
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A rate of 92 cruzeiros per U.S. dollar is'épplied on terms of five years and
more; while intermediste rates govern swaps for periods of over two but less’
than five years. In each case the same exchange rate applies to purchases
and to sales. The interest on these swaps varies in accordance with the term,
so that interest on a two-year swap at a rate of 58 cruzeiros is now at 4 per
cent per annum, which must be paid by the;firm in Brazil to the Bank of Brazil.
The interest rate declines as the term increases so that a rate of 1 per cent
per annum is levied on a five-year swap. However, the effective interest rate
is at present more than double this, as the cruzeiro equivalent of the swap
must be converted at the rate in the free market. In addition to the interest
charges, the Bragilian firm must, of course, pay brokerage and stamp duty fees.
It was noted that the amount of the swaps had been excluded from the debt
statement as the principal would continue to be turned over each year.

Service on the govérnment debt in 1959 will amount to about $290 million
of which interest will account for about $90 million. This was based on data

of Table 5 as follows:

Total commitments for 1959 $836
less: |
Imports $413.9
Swaps 80.1
Iines of credit 52.0 546
$290

It was noted that existing exchange commitments (ineluding imports and
services) as of December 31, 1958 (Table 7) amounted to $714 million. Commit-

ments assumed during 1959 (including $306 million which Brazil hopes to obtain
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by compensatory finaneing) total $1,227.7 million--which is offset by $1,189.2
million in disbursements to be effected in 1959. Commitments due after 1959
will therefore amount to %752.9 million.

On commercial losns, it was noted (Tablé 8) that almost all of the rise
of $303 million was due to an increasse in longierm debt during the period, in-
cluding an Ex~Im Bank loan of $147 million, $10.7 million for port equipment,
and $136 million from the IBRD.

There was some discussion of Brazil's $200 million gold losn (Table 9)
for which there is a scheduled payment of $9 million in 1959. Interest on
this loan is based oh the prime rate prevailing in New York, and within certain
margins. The Brazilian representetives agreed that in examining Brazil's over-
all debt service position for future years, this item might realisticglly be
omitted from the schedule. It was mentioned that the subject of selling,
rather than pledging, the gold covered by this loan would be an importent
political matter as the authorities attached some importance to Brazil having
a stock‘of gold. OCurrent annual gold production in Brazil amounts, very
approximately, to about $6 million.

The Brezilian representatives also made avallable three additional
tables (Tables 10-12) showing the medium and long term loans of Brazil
(commercial loans).

Before the meeting adjourned there was some di scussion of export pros;
pects for Brazil's products. In regard to iron ore and mangsnese ore, the
Brazilian representatives stated that the authorities were hoping for much
bétter results in the future, particularly as the effects of the recgssion

diminished in the U.S.A. As to manufactured products, no sudden improvement
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is expected from exports. Houever, Brazilisn msnufacturers are starting to
look more toward overseas {particularly Europeah) markets and there is gen-
erally an export-consciousness growing in Brazil amongst manufacturers. No
ambitious programs have ﬁeen set up for export promotion, but a small commnittee
is at present engaged in simplifying administrative procedures that could

otherwise hinder a developing export trade.



12 de marzo de 1959

Dear Herculano:
I wish to acknowledge receipt of your letter of February 18,
DE/DIVIN/Cta. 35/59, with summry tables of the data received by
weekly cable in accordance with the agreement between the
International Monetary Fund and the Brazilian Govermment.
Sincerely yours,

Jorge Del Canto
Director
Western Hemisphere Department

Superintendencia da Moeda e do Credito
Avenida Rio Branco, 120 - 9 andar
Rio de Janeiro, Brazil.



v March 11, 1959

Dear Herculano:

I wisgh ia scknowledge receipt of your levter of
February éﬁ, BE/Dwm/cﬁ_a, 41/59, with summary tables of
sthe data recolived by'weekly‘e&ble in sccordance with the
agreem@nt betwean the Internatiomal Mbnetary'ﬁhnd and

the Brazilisn Gavernment.

Sincerely yoursy

Jorge Del Canto
Director
Western Hemisphere Departmeunt

Mr. Herculano Borvges da Ponseca

Chefe do Departamento

Departamento Economico,
Superintendenéia da Moeds e do Credzto
Avenida Rio Branco, 120 - 9 andar

Bio de Jsnelro, Brazil.
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Dear Mr. Pegurier: g
I wish to acknowledge receipt of your letter of Pebrusry b,
DE/DIVIN/Cta. 29/59, with summary tebles of the data received
by weekly cable in sccordance with the agreement between the
International Monetery Pund and the Brazilisn Covernment.
5 Wi

Jorge Del Canto
Director
Western Hemisphere Department

Nr. mnhn-mum

Chefe do

mmnum-mu j
Superintendencia da Moeda e do Credito

Avenida Rio Branco, 120 - § andar = 0
Rio de Janeiro, Brazil. b Wi
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Rio de Janmeiro (Brezil)

Pursuant discussion with Correfa, Pund mission will visit
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¥ Office Memorandum

T0 : Mr. G, &, Costanzo bATE: March 6, 1959

P B. Brovedaniﬁ(

SUBJECT : Tentative Appraisal of the Brazilian Monetary Budget for 1959

This appraisal of the Brazilian monestary budget is divided into two
sections, one dealing with the general assumptions concerning the basic
relationships of the major items in the budget, the other dealing with the
general assumption that the "ggio" accounts will be' neutral in’ their
monetary effect,

The exchange budget for 1959 assumes an expansion in money supply of 13
per cent; according to this target, money supply will rise from Cr$356 billion
in December 1958, to Cr$403 billion in December 1959, with an incresase of
Cr$46.5 billion. Currency issue is also expected to increase by roughly
13 per cent, consistently with the inerease of money supply (cash preference
ratios assumed stable), 4 calculation made on the basis of an assumed
stability of basic inter-relationships of items leads to the determination of
the expansion of credit of the Bank of Brazil to the private sector for 1959
(17.5 per cent), to the forecasts concerning changes in other assets and
liabilities as shown in the following table.

Brazil~-Changes in Selected Assets and Liabilities of
the Central Monetary Authorities

( = = zero change)

1958 1959
(4ctual) (Programmed)
Cruzeiro Percentage Cruzeiro Percentage

billions __ Change  billions _ Change

Main Ttems
Assets: Loan to Treasury $20,9 19.9 ,é'? 7.1
Loan to private sector #24.3 26.4 0.3 7.5
Rediscounts 9.1 68.9 — —
Credit to States and
mnicipalities -0.7 4.9 - o
Loan to others o = o
Official entities -0,9 =5,2 — -
Other assets n,e. - £3.3 De8y
Liabilities:Demand deposits #2.3 13.6 #5.1 26.6
Time deposits #1.7 85.0 £1.0 27.0
Other short-term
liabilities n.a, n.a. #2,0 n.a,
Own resources 7.1 32,8 #5.0 17.4
Deposit of commercial
banks 0.5 1.3 .8 12,2
Net "agio" balance 10,7 12,3 e e
Paper money in eircu-
lation 22,1 23.7 14.7 12,7




- A review of the bagic assumptions is in order. Table 2 lists the basic
monetary ratios, which are assumed to remain stable in 1958 and 1959. These
ratios are important because they are used in sssessing the consistency of the
target of the expansion of eredit of the Bank of Brazil to the private sector
with an increase of 12 per cent in money supply.

4 mere inspection of the table shows that these ratios have varied con-
sidersbly in the past. The ratio of currency out of banks to monetary de-
posits declined from 47.3 per cent in December 1955, to 37 per cent in December
1958, The average cash ratio of commercial banks declined from 26 per cent in
December 1957, to 20.5 per cent in December 1958, It must also be observed
that if a program of disiaflation is adopted, this ratio can hardly be assumed
as staeble, since banks would tend to reduce their cash holdings. Periods of
restriction may also determine shifts from time to demand deposits, which
means that the ratio B4 can hardly be assumed stabls.

41though it is difficult to assess the nature and the direction of the
change in these ratios, 1t is hardly possible to assume them as fixed,
except 1n normal periods with little inflation, or with little change in the
general economic environment,

The expsnsion of loans of commercial banks is estimated at Cr$25.8
billion or 11 per cent, which is deemed consistent on the basis of the
assumptions reviewed above, with an increase of money supply of 13 per
cent,

The aglo accounts

The monetery budget assumes that the ggio accounts , net of coffee
stockpiling financing, are moneterily neutral., Some calculations provided
to the staff indicate that a large contraction from these transactions is
also possible, depsnding, mostly, on the level of the various exchange rates.
In 1958 the agio accounts exercised a contractionary impact of about Ccr$lo
billion.

Sales of exchange to importers, or for the purposes of debt repayment
(excluding auctions) are estimated to provide Cr$91.6 billion, -or about
Cr$63 per dollar, since these payments are estimated at $1,458 million. On
the other hand, export bonuses are estimated to cost roughly Cr#74.5 billion,
or Cr$42 for each coffee dollar, and Cr$77 on the average for each dollar
exported of other commodities (exports of $611 million). Total exports
are estimated at $1,273 million, compared with about $1,180 in 1958. These
amounts are applied against the offiecial purchases of coffee for stoclk-
piling for Cr$24.8 billion, road fund Cr$9.9 billion, and miscellaneous
Cr$5 billion, Excluding the amounts to be derived from the auction market,
payments exceed receipts by Cr$22.6 billion,
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In calculeting the amounts derived from the auction market, an
average auction rate of Cr$l70 per U.S. dollar was taken, and sales were
sssumed at $450 million. On February 21 the ggic amounted to Cr$268 per
U.S. doller, ebout Cr$l00 higher than assumed in this teble.

A practical way of examining these assumptions would set down the
theorem that an average auction rate of Cr$50 per dollar would make the
exchange system monetarily neutral. On the basis of this, an average
aunction rate of Gr$l70 would give a deflationary impact of about Cr$s54
billion (170 = 50 = 120;,120 # 450 o Cr$54 billion). If the average
rate is (as on February 21, 1959) Cr$268 per dollar, the same contractionary
impact could be placed at more than Cr$100 billion,

Another way of looking at the problem is to calculate, on the assumption
of a neutral monetary impact, the degree of devaluation of export rates
which could be absorbed. With an average auction rate of Cr$l70, the
deflationsry impact would be of Cr$54.4 billion, If this is distributed
to exporters, the average export bomus could be increased by Cr$lOl per

dollar (Sh4sb £ 74,5 = 101)

1,273
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Selected Monetary Ratios 1/

Bl B2 B3 B4 B5 B6 . B?

1955 Dec. .3 181 816 8.4 21.0 321 98.0
1956 June 4.7 153 838 86.7 19.2 366 9.0
Dec. 5.0 183 8.7 88.3 209 331 940
1657 June 127 173 84.6 814 187 293 39.0
Dec. 388 19.7 8.9 87.9 25.8  23.0 106.0
1958 June 36.5 17.4 816 87.8 201 29.3 92.0
Dec. ¥ 37,0 18,0 8l.5 87.7 20.5 30.0 95,0
1950  # 37,0 18,0 8L.5 8.7 20.5 30.0 95.0

Source: The Brazilian stabilisation plan,

‘¥ Estimated

1/ The ratios are as follows: Bl = Ratio of currency out of banks to
monetary deposits, B2 - Ratlio of monetary deposit liabilities of
the Gentral Bank to those of commercial banks, B3 -~ Ratio of
sight deposits liasbilities of the Central Bank to its total deposit

lisbilities, B4 - Ratio of sight deposits liabilities of commercial

banks to their total deposit liabilities., B5 -~ Commercial banks'
reserve ratio, B6 -~ Ratio of total cash in vault to total reserves
of commercial banks., B7 = Ratio of total loans of the Central Bank
to totzl loans of commercisal banks,
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HRAZIL = Minutes of Meeting
held in Office of Director, Nestsrn lemisphere Depsrtment

10130 A.¥., Tuesday, Mareh 3, 1959 . '
Ue: Yvor A
e

Present:
Zrasil
Mr. Paulo Correa, Director, Exchange Mr. Jorge Del Ganto, Director, WHD
Department, Bank of Arasil Hr. 0. A. Costanso, Deputy Direetor, WHD

!gre Brume Brovedani, Aset. Chief, WiD
r. Casimiro Ribeiro, Advisor to the e J. A. Kirkwood, Eeonomist, ERD
Minister of Finance

Mr. O. Paranagua, Executive Dirsctor, alsoc attended.

Mr. Del Canto, in extending a warz welcome to the "razilian representa-
tives, referred to irasil's important position anongst the members of the Fund
and mentioned that the staff have been following develomments im lrazil very
closely. !ir. Del Canto invited the representatives teo coment on the curremt
and prospective situation ia Brasil.

Mre. Correa sald he reciprocated the cordislity of Mr. el Cante's
greeting and stated that he knmewv from past experience that Srasil e-uld amti-
ecipate receiving very sympathetic examination of its probleme by the Fund
staff. In regard to the present meeting, he sald he would like te review
the situation in Bragil under the two main headings of "Internal lonetary
Poligy” and "Exchange Poliey". On the second point, Mr. Correa then made
available to the meeting a written statement, togethor with suprorting tables,
in connection with frasll's forelgn exchange situstion. The following is a
brief summary of the main prints whieh smerged from the naterial discussed
at the meeting:

At the end of 1957 the existing obligations in convertible currencies
registered by the Brasilian guthoritiss mmounted to 2,190.6 million, made
up of 71,737.6 =million in obligations to the former doller area and 453
million to the former ACL area. During 1952 payments totaling 1,220.,1
million were made to both areas. All registered comnitments existing at the
end of 1957 and falling due im 1958 wers liguideted; and, in sddition, other
obligations assumed in 1257 for prompt or shorteterm paymant were settlesd
during the same year.

In the nine months Janwary through September, imvorts were significantly

curtailed by 124 million to a total of #9580 million, ss comparad with the
eame period im 1957. The 1958 official markst bmlamee of peymsnts showed an
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ovor-all sach defleit of 315 willion in respect o boib converiible and ACL
oarreneies~-the dollar ares deficit of {270.5 million boing coversd Ly cobe
pensatory finance of 8100 willion from Bu-Im Bank, 554.0 million from the
IMPs 082 million {ron comvercial banks, eud by spoclal short-isrm lisss of
eredit. In 1958 neow obligeiions were incurved for payment in 1959 and later
years, as & resalt of whieh total registered oblipgations exleting at the end
of 1958 amounted to (2.7 billion as compoved o 72.2 billion et the haglnning
of 1958, :

Il Budeet astimatos for 105G

TR,

Ga the basis of receiple of 9233.2 million and expaaditures of 01,189.2
it le estimsted that theve will be o defisit of 330¢.0 million for the ysar
19569, Buchange veeszipts from exporis in 8. dollars snd cuoyrencios of the
formar AGYL area ave estinatad nt (840.0 million comparaed wlth 2872 »illion
for the previous year. Export sarninge froa coffes are based on an assumed
axport volugs of 12.2 nillicn bags to the dollar mad ACL arza and an average
price of £32 asnis = pound. The exeenditure estimales assuve {(a) 0o defer-
ment of contractual obligations, (b) new comrilments sssumed in 1959 fop
peyment in that yesy will be restricted Lo the loucst possible minirau, and
{e) now oblipations falling due after 1959 will also be raduced to the lowend
possible level. Imports and services would he cuptailed by U409 million in
1959 evor the ralative figure for the pravicus yeare-further contraction is
gonzidered by ths Bragilisn anthorities to beecosomicslly unuises

=<

Tile Tetal indebtednesa in souveriibis currenaies

Frazills total indebisdness in convertlble cuvrencios {(i+8s, U.5e dollars
and the eurrencies of the former A0L zpsa) amsunted fo ¥2,190:.46 million at
the ead of 1957 and §2,8663.5 milliion at ths end of 1958, It iz estinmated
thot this latter Fipure will rise by o furtber #42.5 millieon to #2,712.0
million by ihe 2nd of 1959 .

It is expected that eoritain eonpangatory losns will heve boen subsbaie
tially rapaid by Dsecwbsr 31, 1960, A tobal of $431.9 million in coupsasstory
leoans is expecisd fo be outstending at the end of 1960 comparved to 1602.6
million ot the end of 1958, a refuection of (230.7 millicn. Of the latter
figure, [96.1 milllion should ropresent a reduotion in cutstending Ex-Jm Dank
loans and o reduchlon of 533:.4 million would represeat the liguldation of
ihe sterling comercial arresrs.

Te sliminats the prospsetive defielt for the year 1960 &t is contewmplaked
that certaln reasures may e tuken to channsl through the fres =msrket some
current obligations, without bssiecally changing the present sxchange system.

In this regeyd the possibility (vhich is under study) of 2llowing only payaenis
for the FOS value of lmporis to po througe the offlcial wmerksi, with insur-
anee and frelght services through the fres market, esld result in relief o
the officlal movket budget of st lesst D100 miliion a year on the basis of an
annual lmport total of 8200 miliion in convertible surrencisse

v
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IVe  gomwerelal losmg

Brepilisn iwlebiedness arising fron comusyoinl loams inoreascd by 53033
#illion in eonvertible curvencles durdng calendsr 1958 and stocd at 11,1081
million at Uocember 21, 1958, @vﬁ@?ig“n@ ER7.6 ndillen in suppliers? crsdite
and 87735 millice in other loauss ’

Ho new corndiments wore lncurrsd during 195% under the cxbonobive indus-
trios plan, and the tobtel indebtadness under this item was reduced by f74a¢
millicn during the yeare-from 9398.0 millicon to 93236 million.

In reforense Yo the sgvieultural equipnsut plun, the commitments exisle
ing prior to Uoccembsr 31, 1957 amsunted to $40 miiliocn in all car*aneigaq
Payments suouating o 5.5 ndllion wore made in 1958, and by the end of last

P

‘ year outstanding eomsitmonte hod boen redused %o £18:0 million in all currencisss
Vring 1958 the f@limwing changes oecurrad in the totel amount of supe
pliors? cradits (which terw alse includes goods imeoried under loan agracsonts
with torpe from 1 = 7 yeavs)s

Ush mi33%en

Commareiel loans L P as.g
Iatomotive indusiry plan : w Fhod,
Agrievitoral eguipment plan _ - 1i.1

HED DEDITIASE - : 197
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BRAZIL - Minutes of Jeeting
held in Offiee of Director, Westein Hamlisphere Department
3:30 P-ﬂ-, Tuepday, Mareh 3, 19%9

Present:
Zragll
Mr. Paulo Correa, Director, Exchange Mr. Jorge Del Canto, Direstor, WHD
Department, Bank of “ragil r. 8. A. Costanso, Deputy Director, WiD

¥rs Bruno frovedani, Asst. Chief, WiD
Mr. Casimiro Ribeiro, Advisor to the ¥re Jo A Kirkwood, Economist, ERD
Minister of FPinance

Mr. O Paranagua, Exscutive Director; also atiended.

Following the review at the previous meeting of the current and pros-
pective foreign exchange positiom of Arazil, the present meeting was taken
up with a discussion of the broader subject of EBrasil's exchange rate polisy.
On this matter Mr. GCorrea sald he wished to atate that the Preaideat of Hrasil
vas firmly opposed to the introduction at this time of any ajor alteration
in the Bragzilian exchange system because he felt that it would have imnediate
harmful effeets on the general level of domestic prices and from a politieal
standpoint be so umscceptalble as to oreate the dangerous risks of social
upheaval. In reply to a suestion, !ir. Correa said that while the President
wvas partisularly concermed that there should be no adjustment in the prefer-
ential import rates for petroleus, newspriant, snd vheat, he was nevertheless
against a change in aay of the other r-tes, partieularly during the period
of the next six months.

Both Messrs. Del Canto and Costamso expressed disapoointment that the
Brasilisn suthorities were passing up the sprortunity to undertake a thorough-
going reform of the exchange system as this would mean not ouly the reteation
of the existing unrealistic rate structure but also the prospect thet lrasil
wvould continue to go from eme ewchange erisis to anothers As the authorities
would of course be well sware, the more depreciasted rite structure that
ssemed to be nesessary for Brasil would be omly the reflectiom, and mot the
cause, of the internal inflation. The problem of resd justment could not be
Mpmdfmnthalmummdolw the larger the necessary
ad justment would be and the granm pautlul difficultien eventually
to be overcome. It was also pouud that it was now a gensrally ascepted
oriterion that a country faced thnoeumioproblmmhumm
mamummum-uwmto fatroduction of some substantial

oxchangs improveament im order to demonstirate to the Fumd and othoers that a
significant forward step was being taken in its eeonomies policleas



viswpoint they
declsion not te

undertake a major exchange reform at this stage had been takem en political

However, minor adjustments in the system would continue te
need arose, and in this conn-otion it was mentloned cenfl-
SUMOC vas eurrently studying a proposal to have payments fer

of imports made through the official markst and the relative

freight charpes effected at the free market rate.
It was agresd thal the exchange gquestion would be taken up again follow-

ing a digscussion of Prasil's monetary and fiseal policies.

The Brasilisn representatives sald thet from e
Cfle
the
y that
cost
and

would agree with the views that have besn expressed, but
grounds and ia ths viev of the irasilian suthorities these were of overriding



INTERNATIONAL MONETARY FUND

Date... }./9.[.5.? .................
TO:
(y . MreDel Camto o
(5 ) O O i O S Room._......_..
. B Room..ooceeeee..

Subject: Brazil

Attached are confirmed minutes of the
second meeting. A change was made in the
last sentence of the first paragraph in the
original draft minutes, at the request of
the Brazilian representatives. Minutes of
the first meeting are now confirmed.

FROM Je A« Kirkwood
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BRAZIL » Mimutes of Heating (2nd)
held in Offlce of Mrector, Vestern Hemlsphere Department
3:30 Peiley Tuasday, March 35 1959

Eresent:
Brazil ' Fund
. Pavlo sorrea, Director, ¥rs dorge Bel Cantoy, Dirvecter, Wil
Bxehange Deperiment, Hank of Hre e 4o Costanze, Depuby Mrector, WHD
Bragil , Hr. Brune Bpovedani, Assb. Div, Chdef, WHD

. Hre Js Ao Hirkwood, Beononist, ERD
¥re. Gasiniro Ribeirs, Advisop
to bhe Pinister of Pinonce

Hre O. Poranapgus, fzmecubive Direetoy, blso attendsds

Following the review abt the previcus meeting of the eurrsnt snd
prospective foreign exchange position of Browil, the present meoting was
taken vp with a discussion of the broader subject of Bruzil’s exchange
rate policye O this matber M. Correa said he wished %o state bhat the
Precident of Uprazil woo firsdy opposed 0 She Antroduction at this {ime
of any major alioration im the Hrazilian cxchenge system bheeause he felb
that such a messure would have lmmeddate effechs on Yhe level of certain
basic domestic prices and from & political stundpoint e so wnacceptable
as bo create the dengerous risks of social uphcavals In reply to a
nuestion, iir. Dorrea gaid thab the Presidentis concern was mostly due o
the fact that all import prices have been vecenbly substentially
incrocsed, indinding whest and petroleum, snd that ancther iusresse thad
would specifically affect the prices of these products in the immediate
or near fpturs would ploce the Uovermment dn s very diffieult position.

Both Hessrse Del fanto and Cosbanso sxoressed disgppointient thab
the Brazllian aubhoritdss were passing up the copportuaity to ondertake
2 thoroughpgoing refomm of the exchange systes as this would mean not ouly
the retention of the existing unrealisbic rate structure but alse the
prospeet thad Brasil would conbinve to go fron one exchange erisis to
another. 45 the suthorities would of course be well awave, the move
doprecisted rate shbructure thet scemed to be necessary for Brazil would
be only bhe reflection, and not the cause, of tho internsl infleticn.
The problen of readjustument could not be postponed ferever: the longer
it were delsyed, ths lavger she necessery adjusiment would be and the
greater the politiesl difficultles eventually to be overcous. It was
also poinsed out thabt it was nov a genevally sccepted ¢riterion that &
country faced with the econcmic problems sueh as now ceafronted Frazil
should be able to peiad de the introduction of some substentisl exchange
improvement in order Lo demonstrabe to the Fund and obhers that &
slgnificant forward step was being teken in ibs sconomic policies.



Ay

The Brazilimn representeiives said thal from 2 technicel viewpoint
they would agres witih tho views that have baen wgvmsma@ bub bhs
Gepision nob Yo underdake a major exchange reform at this etage had bean
taken on political groundas and in the view of the Prasilisn suthorities
these wers of overriding congideration. However, minor adjustments in
the system would conbinue to be nade ay the nsed arose, and in this
conneobion it was menticned confidentislly that SUHMOD was curvently
studying & proposal to have payents Jfor the Lol cost of imports meds
throngh the of ficial market end the relative insurance and fmig;ht
charges eff em:.aé gt the freo merkst rate.

It was sgreed bvheb bhs exchenge gues shisn weuld e jeken up agein
£ollowing a discussion of Brasills monetary and {iscel pollcies.,
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BRAZIL = Mimutes of the Third Meebing
held in Office of Director, Western Hemlsphere Depariment
13315 ﬁ.omgg EB&I@S&&y; Harch h, 195?

Presents
Bragil
¥ire Pavlo Gorrea, Director, Exchange Wr. (o 4. Costanzo, Depuby Dirsetor, WHD
Department, Bark of Brasil ¥r. Bruno Brovedani, Asst. Biv, Chief, WHD

¥re Je 4. Kixlwood, Econcmish, ERD
Mre Casinmiro Ribeire; Advisor to the
Minister of Financs

"

lre Do Paransgua, Executive Divector, attended at the conclusion
of the Fund Board Mecbing.

Turning to Brezilis Tisecal budged, Hr. Hibeirc sald that the maln
cbjective of the 1959 budget wes to limit the deficit to an amount of
Crsl2 billions. As approved by Congress, rovenue in 1959 is estimated to
be Gr3lh7 billion, while expenditure amcunbing to CrdlBé billion was
spproved. O month after Congress had approved the budgel it granted
{outside budeet expenditures) a 30 per cont increase in the wages and
salaries of Uovernment employees with effect from January 1, 1950--tiris
will amount ¥o Ord2d billion and bring spproved supenditures to Cril7é
billicne The Presidentis advisors had recommended that the new expenditure
authorizations should be eut beck by Cré35 billion to hold the deficit at
G612 billion, and this was approved in a published Presidentisl decres
which set out an economic program for Hrazil for the whole of 1959, On
this besis, the rovised fisesl budgel now consists of revenue of Cr$lhy
billion and expenditures of Crfl59 billion with e defieit of C$l2 billion,
. The expenditure figure is made ﬁp of budgetary expenditures of Cr{l2l
billion and esx‘t.ra«budgetat? exmnzﬁ;mres of 0rd38 billion, the latter

figure cuomprisings



Cré billion

Increase In saleries and wages 20
‘allowvance for expenditures undeps
gtatad in defense forces 1959

budgeb . 3
Liguidabion of previous debis and
opecial funds for development 9
Speclal eredits in 1959 from 1958
authorizations : )
Total 38

Hrs Rimim‘ gaid that this year's budget drew abbtention o the feeb
that certain éx;;zenditureé would be nnéam:aim only if suffigient revenus
were aVaﬂlabléo This was a nev principle for the Braszilisn ‘c’:«#ﬂgezta A
chonge in the economy plsn can be @i’fecteé only if economic elrcumstonges
| have been fundamentally altered and then pnly by decrea of the Fresidenbe
If an incresse oceors in any item in the plong a com;;azas&t‘iﬁg adjustment
will have to bo made in some other items OF he Grdd billien cut under
the écmamy plan, Cr#27 billion is by way of a definite ﬁatbaéké=and C’x’%&.
éillieza is 2 reserve Mfmﬁ; ghould budget revenues be significantly higher
then estimated, the éuﬁmvi‘%sies noy vecomnend the z‘eleasé of smz&a ef the
reserve fund, bub any ackion of this kind would reguire a Presidential
decree. Apsrt from the above, & supplementery decree was issued on
Februery 12, 1950 imstructing eff:iei&l Brazilian oredit agencies not o
- advence any further mopies to the publis en%itﬁ.@ae
Apard .fm what has been achieved under %he:’ econony plen, the
autiwriﬁieﬁ hope o cmtlh&eizmnmm% @zﬁ;@zﬁiﬁﬁr&s in other ways. oOn
Jamuary 31, 1959 the ?vasléafra% issusd o doorse povering the sbolivion of

5,000 vacancies in the public service~-funds %o cover thess posibions had



not been appropriated in bhe 1859 budget. It is, furthermore, ths
President®s policy not to £111 government positions as the present oosu=
pants rebires Some relevent data on g@vwm.aﬁ% cmployment in Bragil will
be made availsble to the staif at a later date.

Hr,s Ribeiyo said it was significand b&na‘i;@ that the projected dbudpet
é@ﬁs’;it‘ of ¢r$l2 billion wowld be only S per cenb of thé estimated
revenue Tigure for 1550, In 1558, the deficit had amounied to 22 por cend
of tobal vevenues, and in 1957 it had been L6 per eém. m wemng of the
presgent @fagrém it was expected thay A't:he internal economy of Brasil would
be in finsnsial equilibrium in 1960,

Turodlog to budged revenue, V. Rii}ai?é 3‘&&%&3& that the zevenve figure

of Crilh7 pillion wes mude up as follows:

(31’?; billion
1958 reveaue of Crfllfed billien
plus ax inerease of 12 per cent 132
Increased tax on cigareties 3
Additienal revenue resuliing ifvem
tax reform . 2
Total w7

During 1959 the authorities expset & 12 psr cent inerease in revenus
 from income tazeelees, from OrEXLleS billion in 1958 to Grdil.l billion
in 1999, Of this anount, Crgbel »illion is expecied to result from changes
dug té the income tox reform, while Grih billion will result from a
widening of the field of incidénee of the consumpbion bex which has now
teen placed on an ad valorem bas.is._ Apart from these texes, stsmp taxes
have been :‘f.meras;aed by 25 per cen wa? the levei for 1958 and ezhoulci

bring in an additionsl OrfiSel billion in 1957
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In drawing up the stabilizetion progrem the suthorities had made
the Pollowing basiec wéumptians: |

1. 7The degres of stabilization in the myzcd

The gensral level of prices in Brazll is not axpected to be sﬁ&bﬂm@d
during the first par't of 1959 Following the recent major adjzzs*meab in
wWages, the first seﬁzezs’cer will probably be mavited by o sevies of pﬁaé
rises but bhere s;hcm;id be only neglipible insreases during the sccond
semester. Over the yosr as a whole (Degexber 15958 throngh Decerber 1959). |

the authorities expect that there will bs an increase in the gamral

o

p#iéé‘itx@ax of sbout 10 per cenb. In answer to a question, Hr. Ribeivo
gaid that minimum wage rates had hesn inereased by 60 pew éan"* effeetive
January l, 1‘?590 Hindmun *edges, whieh &fi‘e:r by reglons, agply %o ail
workers exeept those in agricu&.tmﬁee . As of December 31, 1958, mnimm
Hage ;’aﬁes were belng received by only 20 pey gent of bthe btotal iéhdr
fores. The aubborities fesl thé,t; as the @nsﬁ éi‘ Living will rise; they
muest assume a further imre&se in ths general 1@@’1 of wages Aduring the
vest of 1959 ¢f aboub 20 Aper cente |

26 Honey supply

Honey supply will not be permitied 4o inereass by more bthan 13 per

¢eny in 1959 {mrmspmndmw 0 an &X‘gﬂﬂai@fl of Crf &6»5 ‘billion) on the

adsuzﬁﬂticn af a 10 per cent :i;ne‘faa#e in the geneval level of prices and
of 3 per cent rise in real netional incoms. Currency in the hands of the
public smounted to Gr8ll5.3 billion at the end of Deconber 1958, and this
figure is expected o rise by Criil.7 billion to Or$130 billion by the end
of Decewber 195%--showing an incresse of Crfl2.8 billien in currensy in |
the hands of the public and of (¥31.9 billiecn in currency with the

H

commereial bankse



1o Hxponsion in bank credit

During 1559 expansion in commercial bank credit will anount 46 Cric248
billion or 11,2 per cent more then the Deeember 1958 figure. This
estimate assumes thet there will be ne change in commercisl Yank reserve
requirensnts or in the beniting hebits of the cermmnity, 'étc, The present
reéewe rér;uirexseﬂts are 1 per cent on sight deposits and 20 por cent
on time depositse The level of finsneclal assistance 4o the benking system
iz not expechied Yo show any inerzass t’iraring 195?“"@? the other hand, the
:E‘:i.gura% is expected to éaélime@ The Covernmentts fiscal deficit of (rfl2
billion is expacted to be finsnced by the Dank of Brazil to the extent of

Crf? billion and by the eccmumerelal banks to Gr$3 billion.
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BRAZIL - Minutes of the Fourth Meeting
held in Office of Director, Western Hemisphere Department
5.m P'Mﬂ. Th“r'du’ March " 1958

CONFIDENTIAL

Present:

The meeting was taken up with &‘; dscussion of the expected expansion
of credit by the Bank of Braszil during 1959. Mr. Ribeiro said that the
stabilization program assumed an inecrease in Central Bank Credit of Cr§20.3
billion (or 17.5 per cent) during this period, It had also been assumed
that there would be certain offsets to this inorease such as an estimated
rise of 4.8 per cent in the voluntary deposits of the commercial banks with
the Bank of Brasil. Mr. Costanzo queried the basis of such a high projection
as 17.5 per cent; apl he pointed out that it would be almost impossible to
convince any potential lending body that a program which included such a high
estimate of oredit expansion was genuinely one designed to bring about
domestic economio stabilisation. Mr. mbeiro explained that this was a com-
promise figure; in fact, certain officials in the Bank of Brazil felt it
should be higher if it were to cover the financing of the current coffee crop.
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wre G. A Costanso

» Westly of short ead medium-term maturity,

billion for Decasber 1958, poses & sericus peoblem.
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{a) The 1950 cash defizit of the Federsl Government iz reduced through #n
economy plan to & maximm of Crd 12 bBillion. Congress had spproved n budget
entailing & deficit of Crd LT billion since no provision vas mede for the fineme-
ing of sbout Crd 38 Billion of extra~budgetary expenditures, including Crd 20
billion for an imcresse in weges and salorfos granted nfter the approvel of the
tudget. Revermes are mn&amtively estimsted at Crd 1IWT billion (Cxd
billion in 1958). The expension of revemues results, chiefly, from the rise In
prices, incomsa, 1.8., in the tax basis and sloo from the incresse in tax rates
spproved by Congress. mﬁgm mp@naamweﬁ are l.imiteéi by the ewmm ;plm £ %3
Ced 121 billien; extra<budgetnry sspeeditures ab Uvd 28 billion. The s O
wlan targets cen only Lo modified by o decres. The Govermment &lso mmﬁ L5
reduce the maher of Government workers by s policy of stipiticn leaving nev vacanciss
unfilled. dovermmernt enterprises sre barred Drom the wae of loang By the banking
gysten and maat rely on the ineresse iu the yates they charge to the public or
on the use of other avellisble funds. (he Feldarnl budget sukes weovision for the
finanning of thelr tudgoted deficits.

{B) She expsumionh of Bank of Trezil credit 1o the jwivats Lon-Basking sector
in 1959 1o subjeot to & meaimen Miwit of Ord 20.3% villion or AT.S5 per cent over
the level cutstanding ai the end of 1350, This compares with & vate of expansics
in 1958 of 25.% per cent. TRoughly 40 per cent of the new credit is to linance
pgricuitural activilties; chiefly, coffes produciion. The incresse in the levwel
of prices and of copls duding the past yeor hos induced he spthorities 4o con-
template on gxpansion of this ssgnitude in thie vital sector.

The Rank of Urazil expecits to mainlain unchenged throughout 1957 the level
of 1ts rediscounts to comaercial benks. Iuring 1558 redizcounts incrassed by
ahout $rd ¢ Billion or §0 pey cent over the level at tbe end of December 1957.
The propouncet sxpanezion s perily explained by the need tovania the end of the
yoar t0 rescue sooe banks from failurs by meobing heavy withdrowels of deposits
from them. Hotvithstending the posaibility of having to fece some possibis
emergency in 1357 the Drazilian suthorities believe that they cap hold down
redicocunts through the yesr fo the lovel of Decerber 195U,

The Tonk of X‘.m"il ie expectod 4o lend 1o the Covermsent sbout Ord 9 billion
to m,p Finance the Ovd 18 billion deficit; the Tressury expects to shtais
eyl % pillion frow the comsereisl bankc. During 1950 Treasury berrowing Srom the
‘é}a&&mgg systen saomted to fxd 28 Hiliion.

{a} ‘The factors listed above give riss 4o BN eXpansicn z:i“ icyue of
8 o4 8* o8 Billion. The reincipel offsets are: (1) An inerease of deposits of
the public with the Centrel femk {Crd £.1 pily m}g {2} uiscellanesus trens-
aations of the Contrel Pank {(Or3 5.7 Billion) and { .:; an inerense of requized
deposits of comsercial banks with the fehirel Remk {Cvd b0 bm*:fm}. Aecounting
Zor this, the et sxpansion of cutrensy lssue ls placed si O % 1be7 Pillion, 1%
PaT cont over the level owbstending ob tho end of Desembey 10905

(¢} The ponetery hudget aseumes no vet contraction or sxpetsion from the
aptn sceonnts.  Orogs agio profito will be entively spent In finencing the coffes
stookni Ling progran {erd 20 billton) and of the other projscis, actording to m«m
Prarilien lew. Howgver, 1t 4s belioved that this builde up s hidden reservs
the mnetaryy udget, considering the high lovel of these weceliptm.
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{e} The expeusion of comercisl bank credit desmsd copsistent wilh en
expansion of lesve of 13 per cent in ostbimeted at Ord 25.0 Dillion or 14 per eent
fe%génz 19%9. This compares with on cxpension of Crd 57 billion or 2% por gend in
3658,
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Be Brovedani

Tentative Appraisal of the Braszilian Honetary Budget for 1959

This appraisal of the Brgzilian monstery budget is divided into two
‘sections, one dealing with the general assumptions concerning the basic
relationships of the major iftems in the budget, the olther dealing with the
general assumption that the "ggio" socounts will bevneutraliinitheiri:iz.
sonstary effect, o

The exchange budget for 1959 assumes an expension in money suprly of 13
per coenby according to this target, money supply will rise from Cri356 billion
in December 1958, to Cr$403 billion in December 1959, with an increase of
Cr346.5 billion, Currency issue is also expected to increase by roughly
13 per cent, consistently with the increase of momey supply (cash preference
ratios assumed stable), 4 caleulation made on the basis of an assuued
gtability of basiec inter-relationships of items leads bo the determination of
the eypansion of credit of the Bank of Brazil to the private sector fovr 1959

(17.5 per cent), to the forecasts concerning changss in obher assets and
lipbilities ag shown in the following table,

Brazile-{hanges in Selocted Assets and Liabilities of
~ the Cenitral Honetary Authorities

{ = & zero change)

1958 , 1959

{actual} { Programmed )
Cruzeiro Percentaga Gruzeiro P@rcentage
billions G :

inin Itenms )

Assets: Loan to Treasury #$20.,9 19.9 %fQ Tl
Loan o private sector #24,.3 26.4 20,3 17.5
Rediscounts #9.1 68,9 - -
Credit to States and

mnicipslities 0,7 -ty g9 - -
Loan to others - — -
Official entities 0.9 =52 = o
Other assets N3, - DB

LinbilitiessDemand deposits %2.3 13.6 26,6
Time deposits #£1,7 85.0 2.0
Other short-term

liabilities De&y fi,8, N.8,
Own resources 7ok - 32,8 17.4
Deposit of commercial

banks 0.5 1.3 12,2
et "agglo® balance 10,7 12,3 e
Papar money inselrcues, = T

f{x I ggkazl e 2067 B ¥ 12.%
5 £ §f ES PR :;“w::wﬁy i .




4 review of the basic sssumptions is in order. Table 2 lists the basic
monetary ratios, which are assumed to remain stable in 1958 and 1959. These
rabios are imporitant because they are used in 23gessing the consistency of the
target of the expansion of credit of the Bank of Brazil to the private sector
with an ineresss of 12 per cent in money supply.

4 mere inspeation of the table shows that these ratios have varied cons
siderably in the past. The ratio of curreney out of banks %o monetary dew
posits declinsd from 47.3 per cent in Decesber 1955, to 37 per cent in December
1958, The average eash rabio of comnereial banks declined from 26 per cent in
December 1957, %o 20.5 per cent in December 1958, It must aloo be observed
that if a program of disisflation is esdopted, this ratio can herdly be assumed
as stable, sinee banks would tend to reduce their cash holdings., Periods of
restriction may also determine ghifts from time to demand depesits, which
means that the ratic B4 can hardly be assumed sbable.

4dlthough it is Qifficuld to assess the nature and the direction of the
change in these ratios, it ls herdly possible to assume them as fixed,
except in normel periods with little inflatien; or with 11tble change in the
general economic environment,

The expension of loans of commgreial banks is estimated ab Cr325.8
billion or 11 per ceut, which is deemed consistent on the basls of the
assumpbions reviewed asbove, with an increase of money supply of 13 per
cent,

The sgio acgounts

The monebary budget assumes that the agig secounts , net of coffee
stockpiling Tinaneing, sre monetarily neutral, Some caleulations provided
to the staff indicate that a large contraction from these transactions is
also possible; depending, mostly, on the level of the verious exchange rates,
In 1958 the ggio accounts exercised a contractionery impact of sbout Cr$lo
billion,

Sales of exchange to importers, or for the purposes of dsbt repayment
(excluding auétions) sre estimated to provide Or$91.6 billionm, or sbout
Gr§63 per dollar, since these payments ave estimabed ab $1,458 miliion. On
the obther hand, sxpert bonuses are estimated to cost roughly €r$74.5 billion,
or Cr$42 for ocach coffee dollar, and Cr$77 on the aversge for each dollar
exported of other commodities (exports of $611 million), Total experts
are estimated at $1,273 million, compared with about $1,180 in 1958. These .
amounts are applied againet the official puvchases of coffee for stocke
piling for Cr$24.8 billion, road fund Crd9.9 billion, and miscellaneous -
Or$5 blllion, Exeluding the amounts to be derived from the suction market,.
payments exceed receipts by Cef2.6 billion.

SR p ;A;\g:gs;%
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In caleulating the amounts derived from the auction msrket, an
‘average auctlon rate of Cril70 per V.S, dollar was taken, and sales wero
assumed ot 5450 million, On Pebruary 21 the ggio amounted o Crd268 per
U.8. dollar, sbout 8rdl00 higher than sssumed in this table,

4 vractical way of examining these assumptions would set down the
theorem that an average auction rate of Cri50 per dellar would make the
exchange systen monetarily neutral., On the basis of this, an average
suction rate of Grél70 would give a deflationary impact of about Gz
billion (170 = 50 = 120;,120 £ 450 « Cr§54 billion). If the average
rate 1s (as on February 21, 1959) €r$268 per dollsr, the same contractionary
impact could be placed at mors than Cr3l00 billion,

4nother way of looking at the problem is to caleulate, on the assuuption
of a neutral monstary impach, the degree of devalustion of export rates
which could be absorbed. With an average auction rate of Cr$l70, the
deflationary impact would be of Cr$54.4 billion, If this is distributed
to exporters, the average exporit bomus could be increzsed by Cr$101 per
doller (544 £ The5 = 101)
: 1,273
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Mr. Cochran:

Attached for your informatiom
are the agreed minutes of the
first two meetings with
Brezilisn delegation.

G. A. Costanzo
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1/ Fimwese fer 1958 show the Coversuent's cash defield, while those for
1959 awe the Treamury'e nel position with the Bank of Prasil, plaw

the not issue of Treesury bills, In 1958 Covermuent borvowing over~
atabed the cogh defiedt by about &r33.7 vdllion, The excess of
Governmend borrowing ovor tie cesh deficil is cogpoted of the change
in Fraazsury caml, daposits 1n the veglonsl branches of the Hank of

Drazils end itanms in transii.
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{In cruzeiros per U.S. dollar and inm
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‘ 1
A i

Sales aughion
L dollers {

Agio per US$ L/ Sales of Wnchenge ok
{vonthly average) U.%. doller AC

Trea
¥arked Rate
end of pericd)

1957: Decenber 65.8

1?583 Jopnary 9601 @03 6@7
Fehrusyy 1313.0 6e 3 50
Moreh m; 6 87& 25' 6v ?
&pfil 1!1?29 2 39 3-3“ 60 6
ey 15243 ) ge L 6 t,é
Jung 1343 B.k% 8a3
July 120.8 10:8 6.6
gt 1523'0 &) ge ) ?o 6
Sepbenbey 19%.1 N 5.5
Getober 18503 6.7% 5,22/
Hovemher - 182.6 6T 52

5e0%/

Decerher 192,8 6.6

Week onded:

Joxmery 3 20004 1
b.E4] 20%.5 1.7

7 20,3 1.7/
2h E5Te B 2.6
31 235,8 2.6
Pebxuayy 7 o kG2 L : P
ik 5 5/
23 208.2 2.6

903

1/ For Ric de Jameire and Spo Pemle, oply US and 0L dollars,
2/ Weekly sales vers veduced by 20 pew cente
5/ fmetions of ACL dollays dlscontimed ofter December 16, 1958.

e

To euction holds

U

the follovwing week.

Wew York Bamks' selling priges fov coble transfers on Friday of esch wesks

Sales at avetion were reduced 12.5 per cent end ACL were combined with US dollars
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Mtached is o memorendum revieving
developments in Brasil during Jemussry

IS is suggested that & copy e
forvarded 0 M. Southard for infor-

G. A. Costanzo




Mr. 3. Brovedani Pebruayy 6, 1959
G. Bscobar

Brasil.-feport for the Veek Ended Jamary 31, 1956

Following the 12.5 per cent reduction in the sales of foreign exchange at
suction in mid-January, the aversge for U.8. dollars rose sharply to Cré§ 257.5
per dollar in the week ended Jamary Subsequently, the cruzeiro sppreciated
nmmm,mmwncum.awmummm
Jamuary 3l. According to press reports, the free rate fluctuated within s narrow

range during Jamary, mcnxxmmmnmdumm

ﬂlludron ign exchange at suction in Ric de Janeiro and Sao Psulo have
been reduced from $2.96 million to $2.58 million per week. As & result of
nmmmm mwmumumxmmunmnmm
no

The currency issue declined seasonally to Cr$§ 116.7 billiom, 2.7 per cent
below the year end total of Cr$ 119.8 billion. The decline vas smaller than is

usual st this time of the year; consequently the seascnslly sdjusted figures show
mumummu:tmmwmummmm

Treasury bills and the Treasury's net position with the Bank of
Cr$ 6.1 billton on Jamuary 31, Cr$ 2.1 dillion belov the level
wveek. Provisional figures indicate that total government
during 1958 may have reached Cr$ 28.% billion.

£ 1
!s

!

‘the

|



Brasil--Currency Issue and Government Rorroving

{Tn billions of ervzeiros)

T Turvency | Government

¥ad of Period | Issue  Borrowing 1/
1957: Dacember 96.6 3600
1958:  Jammary Git, 9 6ol
February oh.6 10:.9
¥arch 966 1%.8
April 290.1 15 9
May 101.6 19.6
June 103.4 22,6
July 10%.h 23,9
Mugust 1ok, 2 23.2
Septenber 109.4 22.7
October 111.6 25.6
Yeek ended:
Kovenbey O 118.4 25,5
26 115.6 27.6
Pecenbeyr & 116.2 28.4
27 122.1 3.7
Jarmary 3 119.8 5o
10 118.5 Gale
LT 7.1 sk
ok JL7.1 Be8
b 116.7 &.1

1/ Tressury net position with the Bank of Breszil, plus iscus of
Treasury bills.



Branil--Hxchange Marketd

{1n eruzeiros per U, 8. dollar)

' . ¥ree
Agic per USH L/ Market Rate
(onthly average ) {end of pericd)
1957: Decenber 5645 90.5
1958: Jamary 9.1 A 97.5
February 11340 QG5
%ﬁreh 12196 1(35«(3
April 1h2.2 120.8
June ' 15h.3 132.8
July A 180.8 1340
Sugat 15h.8 159.5
September 193.1 15503
Oetober ‘ 189.3 1h0.8
Yeek endeod:
e
Hovembey 8 192.6 LE&Q{’;
25 1709 1383/
Decenber & 185.9 1,555%
gy 2 1325
3/
Jaguery 3 200 b 1352,
10 ‘ 2035 1452/
A 205.3 3..59&3{/,
-2k 257.3 1413
51 235.8 1392/

1/ For Rio de Janeiro and Sso Penlo.

2/ ¥o auction held.

§/ New York Banks' selling prices for ceble transfers on Friday of euch
weske ‘



Brazil - Debt Service (Interest and Amortization) in U.8. Dollars

(Ia_millions of U.S. dollars)

~After
1960 1961 1062 1962 Totals

e T

2, Bxim Bank ($300 milliom
losn

57.2 86.8 38.8 88.1 240.9
3. Commercial danks ($200
million loan) 34.0 57.3 55.1 T8.h 22k.8
b, Commercial bdanks ($58
million loan) 20.7 19.8 wis o 40.5
5. Bonded dedt 11.8 11.8 5.9 0.h 67.9
6. Suppliers' credits with-
out exchange priority 80.9 87.2 82.7 h29.9 680.7
Te Credit lines (ﬂtm“) 2.0 @ wo "= 52,0
a. mt 6‘7 - @ % - 5.7
9. Imports of sutomobiles .o 0.1 - e 0.1
10. Commercial srrears
(m Mx“) = @ v - -

I1. Commitments to e

1 Ribber Tmports” R M

2. Wheat 1h.7 mo e o 1h.7
3. Suppliers' credits, with

exchange priority . - 15.8 63.0 78.8
k. GEIA 17.3 2k.9 “ o ho.2
5. Interests on loans of

Grupo "Light" 22.8 - - - 22.8

Source! Pnprdtythonhﬂmtbhaisotiﬂmtimmwm._



Brazil -« Debt Service (Imterest and Amortization) in U.S. and ACL Dollars

- (2a_millions of V.S, dollars)

Ater
1960 1961 1962 1962  Totals

.0 ;5_% gg_:} 699.5  1,632.3

I, Commitments existing at the

2. Exim Bank ($300 ms loan) 57.2 56.8 88.1 240.9
5. Commercial Banks m. loan) 34.0 57.3 55.1 78 LY 24,8
k. Commerciel Banks me losn) 20,7 19.8 - 40.5
5. Bonded debt 16.8 16.8 9.9 55.0 96.5
6. Suppliers' eredits, without
exchange priority 122,3 124.6 nL.6 480.0 841.5
7+ Credit lines (utilized) 52.0 . o - 52,0
8. Wheat 6.7 vas - - 6.7
9. Imports of sutomobiles . ee 0.1 - - 0.1
10, Commercial arrears (in
Imli“) 16.8 - = - 16.8

I1. Commitments to de

contracted in % .2 2.6 33.9 __ 97.8 ﬂ:-nz

ao Wheat 18-7 .- L - 15.7

- Source: Prepared by the staff on the basis of information provided By SUMOC,



Brazil=~Debt Service {Interesd and Aportisation) in ACL dollars
(In millions of #.S, dollars)

960 961 1962 3962 o Totals

| '”I,. Ccmitmnﬁs existing at the end 4

3_. m ‘ - [ - - -
2, Exim Benk (§300 million -
1@&:}_) - - [ - -
3, Commercial banks (§200 A :
i nillion loan) - — - - -
L. Commorciel banks (858
~ million loan) -~ - - L e -
5. Bonded debt 5.0 540 5.0 13.6 28.6
6. Supplierst credits without A , ,
exchenge priority bl 37.h 31.9 50.1 160.8
7. Oredit lines (u’b:n ized) - - - - e
8. Whaat - . e - - -
9. Imports of auntomobiles A -— e wer -
10. Commercial dyrvears (in , .
sterling) 1648 - - — 16.0

IT. comml’amenw to be contracted A o -

1, FHubber imports - - - - ——.
2. theat — —— p— en —
‘3. Suppliers! crediks, wﬂ.’i:,h o -
exchange priority - i 8.7 34.8 13.5
L. oBIA 3L.h 27.7 9y wm 8.3
5. Interest on loans of
' Gl“upe “Ixigh’t“ e st i ™ it
6. Other interest -

Total I and XTI 96 701 55.0  98.5 38,2

Source: Frepared by the stsff on the basis of information provided by SUMOC
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CONFIDENTIAL

Brazil - Ixchange Transactions in the 0fficial Hovkel for 1958, mmd
Fxchenge Budget for 1959

{Ip millions of U.8, dollars)

{Uote UOLIAYS) ‘ (ACL3 , {Cenvertible Cuyrencies - Totals )
1958 o959 1%’81 1958 1958 1959
(Aetua]y J__(Exchange Budget (&ci:.ﬁal-/ )} (Bxchage Dudget) (gema:&/ (Exchamre Budg@t)
A, BEGEIPTS 631, 611,2 305 2k3e6 916 G5B
1. Exports 569 600.,0 299 240,60 868 840,0
Coffee 3@’}’ Nele ' m Tiollp” ?l& Neda
Cotton L ) & ik . " _ 17 "
Cocea 22 L 22 o Lk it
Lunber 2 " 8 " il u
Minerals 43 @ : 16 ® €0 W
Other ' 1028 " 120 w 222 u
2. Services ) - 6 - 12 -
3, Gapital 36 11,2 = e 36 .8
Finnish loan i .7 - < T Tof
Other 35 9.5 : - ' 3.6 38 i3.1

Source: Prepared by the staff on the basis of information provided by SUMOC. ‘

1/ Janvary-Novenber, annual rate.



g

{U.So doﬁafs} ‘ (ACL) ' {(Corwvertible Currencies -~ Totals
1958 1959 558 1559 1958 1959 '
(Qe‘tual).../ (Exchanze Budget )» (Aetual )a/(m;ehargé Bmig@t) {(Actual )c./ {(Ezehonze Budget)
B. PAYMENTS 816 ‘ 828,31 340 336.7 1,156 - 1,161.8

1. Isports o 596 598.9 2h2 26440 838 862,9

a) Preferentisd 393 . k52,7 5 172,1 -
Government ! E) T 13,0 28 , 28,0
Rdght® group 10 12.0 2 e 12 12,0
heat la ' - - — hi —
Hewsprint é 92 b 249 ' 10 12.1
Petroleun 232 ’ 203 .4 b2 h0.5 27h 21349
Petrobras : 32 30.0 i - 70 L8 37.0
Railroad equ:mmmn% PO 10.0 .3 - i1l 0.
Other 12 - aag/ %2 108.72/ e - 2818

b) Auction | 203 .8 iy 91,93/ 350 238,13/
Petroleum -1 NeZe . NeBe ' 1 . BeBe
Other | 202 " wr L 3h9 - "

2. Services | | 82 683 18 - 100 68,3
Interest on foreign debd 36 L7.0 9 , - 1&5 . 7.0
Other services : L6 © 2.3 : 9. - By 21.3

3. Amortizations : 138 157.9 8o 72,7 218 2306
Privats s@pllem’ cyedits R ' o - ‘ ‘
w/exchange pricrity 36 ) o . 2B ) B )3 )

Id. without exch.priority 21 - { 78,8 . 7 ( h3.5 28 { 122.3

Public entities with exchame ) « : ) : 48 %

priorities 28 ) . 20 K : 8

Bonded public debt . 1184 10 T3zl 20 2l 2k
Exinbank ($300 miliion) - o WP — L e L3 h7.2
U.S, Banks {$58 million) - 19y - e - _ - 194

Gh&Se Manhattan ' - ) C‘.? . e ) - v ‘ 0.7

Avrears in sterling - -— e . - 16,8 — - 16.8

Other - 2 e 1 = 3 —

Source' Prepared bythe staff ” on the bas:.s of mformatlon prov.ldod by SU}’OC
1. n/Tualuding exchanze sold not vet remitted. 3/Includ1ng PYVC outstandmg., h/Includlng interest,
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Srazil--Stand-by Limits and performance

Febyuary 5, 1959

Below i o comperiecs of Brewil's vnSerishkings under its steni-by arrenge-
pent with the Fupd and actusl performamece o the end of 1558,

Stand-by Coomi tnents

Pank of Brazil credit to the private
non-banking sector wouild not eaxceed
€28 9.b Bilidon by the end of 2053,
@ pet incresce for 1958 of 5 per coat.

Bank of Trazil credit to staten and
randcizalities was linited o the

" level mwmxﬂing at the end of 1957,

3

be

ia@aa @3?&? ﬁaéj Pillicn. ‘

The lovel of Benk of Rrazil rpe-
discounts and other credits o come
mercial benks was oot to excesd, og
of the end of 1958, the lavel oute
stending as of the end of 1957, i.€.,
P 13.2 pilliom.

Currency fssue would not be permitisd

.t excesd Crd 102 Billion by the @a&ﬁ

Lo

of 1958, an increage for the yeor of

S peyr cenbs

Piseal Ceiling

The Federel Covermment vas o mbe
m geonnnies required do limit

et wm;;,m@ from all sourees o

Cxd 20 blllion.

e

2

S

ko

&0 Actual Performspee

These crefdits resched & level of

Crd 116 billicn as of the end of

1958, an expersion duripg the yeow
£ 25 per cente

fredit to stotse and munleizalities
poounted to 0z 15.6 billion at the
end of 1088, below the esteblished
tarzet.

At the end of 1950 total rediscounta
and other credits to commercisl banke
yeaohod Ord 22,3 billion ox 69 per
ecent above the emount cutstanding at
the end of Decenbey, 1557.

{n Decerber i, 1958, the curvency

- issue wvos £xd 139.8 billlon, an

expension for the year of 2k
cents

Bo 1958 Actual Trends

ey

. Borrowing from the Bank of Draadl

during the first cleven monthg of
31058 pmountsd to O 1%.4 billieng
the ilsspe of Treamwy notes, dur-
ing Yhe same perlod,; wes Orf 11.2
billion. Thus, total borrowing
during the peried Jarmary-fovesber
9&3 arounted o g:?w@ 2&*@6 billion.
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Table of Exchange Rates for Imports and Exports
at Selected Dates

May 30, 1938 Jesuary 12, 1999
A EXPORY RATES
Coffee beans 57406 60.00
s variable —

Coeoa Yeans b35.06 T0.00
Cotton, hides b’o“

Other rew materisls end

agricultural products 55.00 100.00
Other listed exports 67.00
Free market exports®/ 145.00

B. IMPORT RATES .

e .60 s1.07 (68 39)
Government payments and imports.

Equipment for

industry, printing infustry, ete.

Wheat, fertilizers 51.%2

100.00

Petroleum profducts 53.82

General cstegory 17 SO‘V 219.6

fpocial catemory 12, 50% 3‘3.&

rates sre provisional.
b/ U.8. dollars only. Rio de Janeiro.
Us8. dollars. Rio de Janeiro exd Sao Psulo.
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INTERNATIONAL MONETARY FUND
WASHINGTON 25,D.C.

Charges due pursuant to Article V, Section 8(c)

{ for period ended January 31, 1959 mmouat to 10,802.215 troy

ocunces of fine gold; advice airmailed today. These charges
are payable within 30 days from dave of -abie.

Teat No. INTERFUND

ccs Dep, Mg. Dir,

Mr. Pearanagua

WHD
SEC
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INTERNATIONAL MONETARY FUND

January 29, 1959

Mr. Cochren:

Atached is owr first progress
report on Argentina, sand the latest
report on Brezil. The extra copy
is for Mr. F. Southard.

J. Del Camto

Jorge Del Canto
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Prasil--Bevort for the Uesk imded Januery 10, 1955

-

The averoge sgio for .S, dollaws rose Turther o ) 20%.5 per dollar in
the week ended Jummusry 10; 1.5 per cent above the proceding week. decording o
press reworts the free rete depreciated by 7o4 par cent during the week fo =
low of Crd 145 ver doilays Officisl nobification hoe beon recoived ithal as of
gaminry 3, the officisl merket selling rate for W.3. dollsrs wes ralsed from
Crd 18.88 o Ord 15,92 per dsllars

The currency issue declilined during the lest two wesks fiowm e peak of
Crd 1221 Billlon o Cry 118.5 billion on Jamuary 10. The decline weflecis the
norzel beginning-of-the-year sessongl maitern.

The Treasury’s net position at the Tark of Drasil aad the lssue of Treasury
bills wwumied to 03 15.0 Billion on Jamery 10.

The stend.by osilings ovroposed in the letisr of May &5, 1958 (attached to
EB5/99/25, 2up. 3) were spplicsble in 1958. At present uo ceilings egreed with
the fund limid the Covermgent deficlit, or the volums of currency lssu@.
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Brasile-Currency Tssue ond Covermsent Borw

{In billions of cruzeives)

End of Feried

ABe

Government

1957
1558

3646

90
"5%1%015
966
9.2
10L.6
1033
103.4
l@gh 2
209:4
1126

1154
115.6

116.2
117.h
3204
122.1

119.6
8.9

%f@

Gol .
209
136
16.9
286
22,6
2%.9
25,2
22,7
£5.6

25,1
BT 6

2@ . l&
275
£3.5
51&?

4.9
3.0

1/ Tressury uet position with the Uunk of Beawid pive ieous of Tressury bBillo.
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:rmha-umuaum.
New York banks® selling prices for csdle transfers on Friday of esch week.



Q/j | Jenuery 23, 1959

Dear Mr. Bergstein:

I wish to acknowledge receipt of your letters of
Jamuary 9, DE/DIVIN/Cts.9/59, end Jamuary 12, Cta. DE/
DIBAP-3/59, with date comcerning the fiscal, credit and
exchange position of Brazil, in accordance with the
agreement between the International Monetary Fund and
the Brazilian Government.

Tmly yours,

Jorge Del Canto
Director
Western Hemisphere Department

Mr. Fernando Bergstein,

Chefe do Departamento, Interino
Divisao de Assuntos Internacionais
Superintendencia da Moeda e do Credito
Rio de Janeiro, Brazil.
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Rio dg Janeiro, L2 |ge :,ja.l}eéﬂ':}sb%e 1959

Cta, DE-DIBAP- 3 /59.

Mr, Jorge Del Canto, Director
Western Hemisphere Department
International Monetary Fund
19th and H St., N.W.
Washington 25, = D.Ce

U.S.A.

Prezado Senhor,

Anexamos os gquadros A, B, C, D e E relativos as ope
ragOes de cambio no Brasil, cobrindo o meés de novembro de 1958,

Atencicsamente,

DEPARTAMENTO ECONOMICO
Divisao de Balango de Pagamentos

Fernando Be:/;EEECAL7£1//4f\\’ Gu 11 srpe Augusto_Pegurier
Chefe amento, pe da Divisao
Interino

Anexo.

/bra,



/R 928

Soposintondinoin oo CMrsts o o Cosdldl
Rio de Janeiro, 9 g QPF?iﬁ°Fﬁe¢&959’

DE/DIVIN/Cta.9/59

Mr.

Jorge Del Canto

Director of Western Hemisphere Department
International Monetary Fund

Washington 25, D.C.

U.S.A.

Prezado Senhor,

De acdrdo com os entendimentos mantidos entre o Go-
vérno brasileiro e o Fundo Nonetdrio Internacional, e em aten
¢ao ao solicitado em sua carta de 10 de setembro pp., temos
0 prazer de confirmar o telegrama desta data, contendo as in
formagdes constantes do quadro anexo referentes i evolugao do
movimento cambial, fiscal e de crédito do Brasil, verificada
na semana terminada em 3 de janeiro.

Atenciosas saudagoOes,

DEPARTAMENTO ECONOMICO
DivisZ@o de Assuntos Internacionais

Tt ou oy yz&r

Fernando Bergste j>>Henr1que de Olive ra Duprat

Chefjfgg_ggpaxxamunuu Interino Chefe da Divisao Interino

Anexo.

{,L;\A.R/dfm .

2T
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WASHINGTONDC ;T

PROCEEDING RIO JANUARY 24 PLAN REMAIN RIO JANUARY 26 AND 27
ARRIVING WASHNGTON JANUARY 28 ADDRESS

Catlales

ANY MESSAGES TO HERCULANO SUMOC CLARK ZAYAS AND WATSON
WILL ARRIVE WASHINGTON SUNDAY JANUARY 25 VIA PANAGRA
FLIGHT 700 PLEASE INFORM FAMILIES
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COSTANZO
24 26 27 28 25 700 Orig-y WHD
ce: Mg. Dir,
Dep. Mg. Dir,
SEC
Called: Mrs., Costanzo
Mrs, Clark
Mrs., Zayaz
Mr., Watson
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The currency issue declined during the lsst two veeks from & peak of
cﬂm.xbuuuumm.sbmm@m The decline reflects the
normal beginning-of-the-year seasonal pattern.

The Government budget deficit, as measured by the Treasury's net position
at the Bank of Brazil and the iague of Treasury bills, was Cr$ 16.0 billion on
Jamary 10.

m-wuumm:nmutmamﬁ,mutuauu
EBS/58/25, Sup. 3) were spplicable in 1958. At present no ceilings (other than
those proposed in the Braszilisn Stabilization Plan) limit the Government
deficit, or the expansion of currency.
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4
-/ , - Brazil--Currency Tosue and Government Boxrowing

(In billions of eruzeiros)

T , “Currency | Goveynmemt .
ind of Perdod - o dseue - Borrowine 1/

1957: Decenber 5646 3640

1958: Jommary . Ghe0 6.1
: - Pebruary : . She6 10.9
) - March 6.6 13.8
. May T 1D1.6 3._9»6

- dune ©103.8 22,6

. July 1034 £3.9.

Augnst 10k.2 £5.2

‘Beptember : 1094 22,7

Jetober 1116 : 25.6

' Week ended e o
; Hovanber 8 ' E ll{ja:* 25,1
.2 15.6 27.6

Secenbher 6 11682 ‘2&-’4«

daruery 3 o 119.8 TN
10 : 118.5 16,0

1/ Tressury uet position with the Benmd of Brezil plue issue of Treasury bills.

.



frazils-Enchange Varket

(In cruveiros per US Dollar)

Agio per Ush 1/
{Monthly sverage)

“Free
Markeb Rate

1957: Decembey

1958: Jonuary
Fehruary
March
April
¥ay
June
July
Bugunt
Septenbor
Ogtoher

Heak endoed:
Hovenber 8
29

Decenber A
i3

20

27

1959: Januvery 3
0

66.8

9641
113,60
121.6
iho.2
15h.4
13543
140.8
1588
295, 1
189.3

192.6
171.9

85,9

. 3.6%&9

199.8
4

200k
205.5

{end of period)
50.5

975

Q35
206.8
1508
228.0
132.8
13,0
159.5
15643
1408

3
&

55
OO W,
SR

o Rhb

ot o
kW RN+

1/ For Rio de Jomeiro and Swo Peulos
2/ ¥Wo emction held.

3/ New York banks' selling prices for cable transfers op Fridey of each week.



Jamary 21, 1959

Mr. Jorge Dsl Canto

g AN b e, -
Financial agsistance to support the stabilisation plans in Bolivis and

Paraguay vas as follows:

m_

L

On that occasion

$2 million im 1958. No drewings were made

on the Internatiomal Monetary Fund amounted to $3

_m. 2,18

«5 million. The U.8. Tressury extended a stabiliszation

Drewings

The stabilizstion errangement was signed in November 1956.
the Mund made svailable $7
loan of #7.5 milliom.
million in 1956, $§1 million in 1957 and

il

The stabilisation effort of August 1957 vas made with the support of & $5.5
million stand-by with the Intermational dometary Pund and with & Treasury stabili-

zation loan of & similar amcunt.

Drawings on the Intermational Monetary Pund

stand-by amounted to $3.5 million in 1957 and $750,000 in 1958.

flo drawings were

w~wmm
18at3
e
Jaii]
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SEC-16, 746

. Translated by K. F. Magurn
4 3191k i
| 1/16/59

WAL/JAN16
AW929 NYX499 RIODEJANEIRO 39 6 503P BRASGOVT

INTERFUND FOR PER JACOBSSON WASHINGTONDC

BY VIRTUE INCREASE IN STAMP TAX, OFFICIAL MARKET SELLING
RATE FOR U.S. DOLIAR OR EQUIVALENT IN OTHER CURRENCIES
RAISED TO 18.92 CRUZEIROS AS OF JANUARY 3, 1959 THE BUYING
RATE REMAINING UNCHANGED |

GARRIDO TORRES SUPERMOCRE

‘,W q;~AM=(/:'-<,Z—"“‘;*

g -

t

Orig: WHD
cc: "8. Dir.
Dep. Mg. Dir,
Mr, Paranagua
ERD
Received in the Code Room LEG
January 16, 1959 RES
TRE
SEC
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Commercial Mackay
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Radio

81914

Commercial Mackay
Cables

WA4/JAN1 6

AWS29 NYX499 RIODEJANEIRO 39 6 503P BRASGOVT

INTERFUND FOR PER JACOBSSON WASHINGTONDC

VIRTUDE MAJORACAO IMPOSTO SELO TAXA DE VENDA MERCADO

OFICIAL DOLAR AMERICANO OU RESPECTIVOS EQUIVALENTES

OUTRAS MOEDAS FOI ELEVADA PARA CRUZEIROS 18,92 A PARTIR 3

JANEIRO CORRENTE VP PERMANECENDO INALTERADA TAXA COMPRA
GARRIDO TORRES SUPERMOCRE
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Januery 16, 1959

Dear Mr. Bergstein:

I wish to ackmowledge receipt of your letters Nos.
DE/DIVIN/Cta.6/59 dated January 7 and DE/DIVIN/Cta. 7/59
of January 8 with summary tables of the data received
by weekly cable in accordance with the agreement between
the Internatiomal Monetary Fund and the Brazilian
Government.

Bincerely yours,

Jorge Del Canto
Director
Western Hemisphere Department

Mr. Fernando Bergstein

Chefe do Departamento Ecomomico
Divisao de Asuntos Internaciomais
Superintendencia da Moeda e do Credito
Rio de Janeiro, Brasil.



Soprorintondinoia e Cbseds o oo Coctite

Rio de Janeiro, 7 de janeiro de 1959.
DE/DIVIN/Cta.6/59

Mr.

Jorge Del Canto

Director of Western Hemisphere Department
International Monetary Fund >
Washington 25, D.Ce.

U.S.A.

P W

Prezado Senhor,

De acdrdo com os entendimentos mantidos en
tre 0 Governo brasileiro e o Fundo Monetdrio Internacional,
e em atengao ao solicitado em sua carta de 10 de setembro
pPp., temos o prazer de confirmar o telegrama de dntem, con
tendo as informagoes cors tantes do quadro anexo,referentes
4 evolugdo do movimento cambial, fiscal e de crédito do Bra
s8il, verificada na semana terminada em 27 de dezembro.

Atenciosas saudagoes,

DEPARTAMENTO ECONOMICO
Divisao de Assuntos Internacionais

-

Fernando Bergstej hpistiano N. Sampdio Vianna

partamento Pelo Chefe da Divisao
nterino

Anexo.

Pt‘./AB/dfm.



%Wnaém e Clbrede o oo Cosditn

Rio de Janeiro, 8 de janeiro de 1959.

DE/DIVIN/Cta.7/59

Mr. Jorge Del Canto

Director of Western Hemisphere Department
International Monetary Fund

Washington D.C.

U.S.4A.

Prezado Senhor,

De acdrdo com os entendimentos mantidos en
tre o Gov&rno brasileiro e o Fundo Monetdrio Internacional,
e em atengao ao solicitado em sua carta de 10 de setembro
Pp., temos o prazer de enviar, complementando as informa -
¢goes remetidas anexas & nossa carta n? 215/58, de 12 de de
zembro pp., quadros cortendo dados mensais sdbre a evolu -
¢ao da situagao cambial, monetdria e fiscal do Brasil, até
novembro dltimo.

No que se refere ao quadro n? 7 f[saldos de
vedores do principal sbbre créditos concedidos para proje-—
tos especificos registrados na SUMOC), cabe-nos informar
que serao remetidas informagoes a respeito tao logo sejam
disponiveis.

Atenciosas saudagoes,

DEPARTAMENTU ECONOMICO
Divisao de Assuntos Internacionais
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Cleared with M,
Jacobsson

]
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Department Depn Man Div,
Date —-—W—-——

AUTHORIZATION

H. MERLE COCHRAN .
" Signatore

Second Signature When Required

FOR CODE ROOM
Time Received 0350
Time, Dispatched __Lz_s}_z_m____
Number of Words 91
Log

Route &zii%rc& |

Operator

INTERNATIONAL MONETARY FUND
WASHINGTON 25,D.C.

Tot 0. 2, Costenzo
Bancocentral

—la Baz  Boliyia

H

faranaqgus reporte Lucas Lepez needs urgently epinion and
agsistence Fund steff in crder proceed with his planning,
We would zpprecizte ycur spending not more than twe or three
deys exploretory visit Rio enroute Washington, Leave your
discretion whether it would not be pessible zake time by
advancing your departure from La Paz ond leaviny asscclates
te complete details. In zny event will apparently be nsces-
8ayy extend Boliviun stand-by provisionally for brief peried.
Plegse telegraph plans when vou ere eble decide.

Jacchseon

ce: Mr., Jaocobsson
— ¥r, Cochran
¥r. Del Cantc

DO NOT TYPE BELOW THIS LINE
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The Baﬁuty Managing Director Jamaary 15, 1959
Irving S. Friedman and Jorgs Del Canto

Bragilian Exchange. Rates

According to the Daily Report on Foreign Radio Broadeasts for Monday,
January 12, 1259 the ﬁinisﬁry of Finsnce of Brazil has issued a statement
indicating that ineluded in the exchange reform deseribed in EBS/59/2,
uupplement 1, was gn adjustment in the preferential rate for imporits from

320,00 per U.Se dollar to Gr#l00.62 per U.S. dollar. This change was
na% mentloned in Mr. Paranagua’s cable to the Fund and was not included
in our paper.

We would suggest that, if you sgres, we telephone Mr. Paranagua and
ask him to obtain information about this latest change. Uhen he submits
it to the Fund offieially, we would report to the Board in orﬁer to make
suare nhaﬂ the reecord of this matier is kept c¢lears

WIRWoodley:ged
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Office Memorandum | - %A

e

TO : Mr. Jorge Del Canto pATe: Jenuary 13, 1959

FROM : G. Escobar 7({ .

SUBJECT : Brazil--Report for the Week Ended Jamuary 3, 1959

The average agio for U.S. dollars rose to Cr$200.4 per dollar in the week
ended Jamuary 3. No auction was held during the preceding week. According to
press reports the free rate rose somewhat to Cr$l35 per dollar at the beginning
of January.

The currency issue rose to Cr$l22.1 billion on December 27, Cr$20sl bil-
lion sbove the stand-by ceiling of Cr$l02 billion proposed for the end of
December 1958. No information is available yet for the week ended Jznuary 3.

The Government's deficit, as measured by the Treasury's net position at
the Bank of Brazil and the issue of Treasury bills, rose further to Cr$31.7 billion
in the week ended December 27. This level of borrowing exceeds by Cr$ll.T
billion the Government's target to limit borrowing from all sources to Cr$20
billion in 1958. No budgetary information is available for the week ended
January 3.



Brazil--Exchange Market

(In cruzeiros per U.S. dollar)

. Free
Agio per US$ 1/ Market Rate
(Monthly average} (end of pexiod)

1957: December | | B 66.8 90.5
1958: Jamuary 96.1 97.5
February o 113.0 9G. 5
March 121.6 106.8
April 142.2 120.8
Mey 13h. 4 122.0
June 174.3 132.8
July 140.8 134,0
August 15k.8 159.5
September 193.1 15643
October , 189.3 140.8
Week ended:
November 8 : 192.6 139 3/
29 171.9 135 3/
December 6 185.9 135 3/
13 184.9 13% 3/
20 : 199.8 130 3
27 2 132 5/
Jamuary 3 200. 4 135 3/

1/ For Rio de Janeiro and Sao Paulo.

2/ Mo auction held.

;f Wew York banks' selling prices for cable transfers on Friday of
each week.



Brazil--Currency Issue and Government Borrowing

(In billions of cruzeiros)

Currency Government

End of Period Issues Borrowing 1/
1957: December 96.6 36.0
1958: January 94.0 6.1
February 9k,6 10.9
® March 9.6 13.8
April 99.1 16.9
May 101.6 19.6
June 103.4 22.6
July 103.L4 23.9
August 10k.2 23,2
September 109. k4 22.7
October 111.6 25.6

Week ended:

November 8 115.4 25.1
29 115.6 27.6
December 6 116.2 28.4
13 117.4 27.5
° 20 120.k4 9.5
27 122.1 31.7

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




¥r. Jorme Del Casaboc n January 1%, 1959
3. Eszcobar

Brazil--Report for the Week Fnded Jamuary %, 1252

The average agio for U.H. dollars rose to Op$R00. % per dollar in the week
ended Japuery %. Ho auction was held during the preceding week. According to
press veports the free rate rose somevhat 4o Crdl35 per doller at the beginning
of Jamarys

‘The currency issue rose to 0rdl22.1 billion on December 27, Cri20s1 bil-
lion above the stand-by ceiling of Crgld2 billion proposed Tor the end of
December 1958. No information is availeble yet for the week ended Jamuary .

The Government's deficit, ar measured by the Tressury's net position at
the PBank of Brazil and the issue of Treasury bills; rose further to CrdZl.7
in the week ended Decerber 27. This level of borrowing excesds by Crdil.T7
billion the Government's tavget to limit borrowing from all sources to Crdav
billion in 1958. No pudgetary information ls svailable for the week ended
January J.




Brasil--xchange Market

{In cruzeiros per U.S. dollmy)

Free
Agio per U 1/ Market Rute
{Monthly avevage) (end of period)

1957:  December £6.8 : 20.5
1958; Jonusry 96. 1 9T7.5
February 1150 985
March 181.6 106.8
April ibz,.2 120.56
Moy 13h.L 1280
June Lo 3 1328
Jaly 0.8 17340
Avgust 154.8 15G.5
Septenber 193. 1 156.3
October ' 189.5 14808

Wesk ended:

Novenber & 192.5 139 3/
29 1705 135 3/

December & . 185.9 135 3/
13 18,9 13% 3/
20 < 199.8 130 3/
o7 2/ 132 %

Jamuary 200.4 135 3/

1/ For Rio de Janeiro and Sao Feulo.

el

.

§

each week.

Wo suction held.
Few York banks' selling prices for cable transfers on Fridey of



Brazil--Currency Issue apd Governmsnt Borrowing

{Tn billiome of cruzeiros)

TorTency  COVermRent

Bad of Yeriod Issues Porvowing 1/
195T: Desember - 9606 %0
1958 Janmery o ghO 6el
- Februayy - pls»,é 10.9
Aprid 99.1 16:9
My . . 10%.6 19.6
”42‘2@ ::;‘a l{)i‘&' ?ﬁ'&cﬁ'
July ' S 10%.k e;.ga
' WBU ‘ 3.@1#;2 . g
Perphenber 1054 2&‘.7 :
Gotober 1.6 856
%&‘@&& ended: o _
%mm’bar & C s 30
29 115.6 27.6
Decemiber & o 116.2 28.4
h 3.,) o T ‘ » u‘?o‘@‘ g?os
20 1304 29:5
27 32201 BT

1/ Treseury net position with the Benk of Brasil plus fomue of
Treasury bills. .

o EIOREEY [T,

e
7
S——
PR
§
&

P

3 i
wReaen Nowmeny et



8EC-16,766

Translated by Sophia itaum
Reviewed by K. F. Magurn
129197

1/23/59

UNITED STATES OF BRAZIL
SUPERINTENDENCY OF MONEY AND CREDIT

Rio de Janeiro, January 13, 1959
DE/DIVIN/Cta. 10/59

Exchange Restrictions Department
International Monetary Fund

Washkngton 25, D.C.
UIS .A.

Centlemen:

We enclose statistical data on exchange certificate
euctions held in Rio de Janeiro from December 2, 1958 to
December 31, 1958 and in 830 Paulo from Dscember 2, 1958
to December 30, 1958, together with the average rates for
certain foreign currencies on the free market in Ric de
Janeiro.

Very truly yours,

ECONOMIC DEPARTMENT
International Division

/s/ /s/
Fernando Bergstein Henrique de Oliveira Duprat
Acting Department Chief Acting Division Chief
Enclosures
MBC/RM

Orig. & Encl: ERD

cc of letiter: Nr., raranagua
“HD
Mr. Kallvoda

JAN 221359

° ‘
Received in Correspondgnce Se >3 1058
Received from Translation Sece _JML
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INTERNATIONAL MONETARY FUND
é/ WASHINGTON 25, D.C.
(7

% Iy. Jose Garrido Torres

e . <
Superintendencia da Moede e do Credito
st
Rio de Jamsiro, Brazil

Noe 1.

Reference your reguest received Janusry 8 through
Mr. Paranagua, Executive Board toof following decifion today:

QUOTE Brazil hes 1 ‘the Pund of certain’
changes in export rates. The Fund does net object
10 these changes on a temporary hasis and intends
to consult further with Brazil on these matters
iz the pear future UNQUOTE

Per Jacobsson
Managing Director

cc: Mg, Dir,
Dep. Mg, Dir,
Mr, Lopes
WHD
ERD
LEG
RES
TRE
SEC

son

DO NOT TYPE BELOW THIS LINE

1




Director, Exchenge Restrictions Depertment 5130 Pete
Director, Jestern Hemisphere Department January 9, 1959

The Becretary
Bragil - Proposed Changes in the Exchange Eystem

This is to advise you that within the time specified, ao Executive
Director has asked for discussion of the proposed decision set forth in

88/59/2, Bup. 1 (1/8/59). Accordingly, the Executive Board's approval
is assumed and vill be 30 recorded.

o

. w1 1 hlm



Jamary 9, 1959

Dear Herculano:

I wish to acknowledge receipt of your letter of
Decenber 23, DE/DIVIN/Cta. 234/58, with dats concerning
the fiscal, credit and exchange position of Brazil, in
accordance with the sgreement between the International
Monetary Fund and the Brazilian Govermment.

Sincerely yours,

Jorge Del Canto
Director

Western Hemisphere Department

Mr. Herculano Borges da Fonseca

Chefe do Departamento

Divisao de Assuntos Internacionais
Superintendencia da Moeda e do Credito
Rio de Janeiro, Brasil.



7@ Office Memorandum |, . 7,/”)\

ARY
0 : Mr. J. Del Canto DATE: January 8, 1959

FROM : E, Laso M

susect : Data on Coffee

Monthly average spot prices in the New York market for Brazilian
coffee (Santos Type 4) during 1958 were as follows:

(US_cents per 1b.) ©

1957 December 55.35
1958 January 54,88
February 54,25
March 54%.00
April 52.25
May 50.48
June 48,55
July 46,93
August 45.79
September ki, 20
October b, 28
November 43.75
December (30) 41.75

Source: Weekly Information, Pan American Coffee Bureau.



Mr. J. Del Canto January 8, 1959
E. laso
Dats on Coffee
Monthly spot prices in the Nev York market for Brazilian
mm(umm.h; during 1958 were as follows:
(NE.cents per 2b.) °
igz December ”-zg
958 Jaouary 5h.
February 54,25
March 54.00
April s2.
May £~
June 59
m “-93
August :z.‘g
lquﬁ' .
October 44,28
Hovember b3.79
December (30) 41.75

Source: Weekly Informstion, Pan American Coffee Bureau.
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WESTERN U 10N
TF EGRAM

WESTTRN UNION

TELEGRAM

WESTERN UNION

AN UNION
EGRAM

SM WULO12 NL PD |
WEST PALM BEACH FLO JAN 7

PER JACOBSSON

_ INTERFUND

| WISH TO COMMUNICATE TO FUND THAT IN ACCORDANCE WITH THE PROGRAM

INDICATED IN THE LETTER OF THE BRAZILIAN FINANCE MINISTER OF JULY

1958 AND IN ORDER TO ESTABLISH MORE REALISTIC EXCHANGE RATES THE

ERAZILIAN GOVERNMENT AFTER THIS CONSULTATION WITH THE FUND IS TAKING

THE FOLLOWING STEPS: (1) THE RATE FOR COFFEE EXPORTS WILL BE 60

CRUZE IROS PER DOLLAR. THE PRESENT PREMIA SYSTEM WILL BE

ELIMINATED (2) THE RATE FOR THE EXPORT OF COCOA AND ITS BY PRODUCTS

WILL BE CHANGED TO 70 CRUZEIROS PER DOLLAR (3) ALL PRODUCTS NOW

EXPORTED AT 70 AND 92 CRUZEIROS RATES WILL BE CHANGED TO A

RATE OF 100 CRUZEIROS PER DOLLAR AND (4) THE EXPORT OF SOME

PRODUCTS OF MINOR IMPORTANCE WHICH ARE MADE AT THE FREE

MARKET RATE WILL REMAIN IN THE SAME POSITION AS AT PRESENT. THI§

REVISION OF EXPORT RATES IS MADE WITH THE FRAMEWORK AND IN THE SPIRIT

OF THE LETTER OF THE BRAZILIAN MINISTER OF FINANCE FOR THE PURPOSE

OF A GRADUAL SIMPLIFICATION OF THE BRAZILIAN EXCHANGE SYSTEW.

INDER INSTRUCTIONS OF THE MINISTER | REQUEST THAT

CONSIDERATION OF THESE STEPS BE TAKEN WITH SOME URGENCY BY THE

EXECUTIVE BOARD OF THE IMF CORDIALLY orig: WHD

OCTAVIO PARANAGUA EXECUTIVE DIRECTOR e ek

840AME JAN 8 .
RES

1958 (1) 60 (2) (2) 70 92 100 (4) IMF. , e





