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Office Memorandum 

TO : Mr G. P1. Costanzo DATF December 1, 1955. 

FROM : Fo z 

SUBJECT: Cruzeiro xchaige rpL for the Be1jipn franc 

In accordance with your instructions, I am summarizing herewith the 
information tat is available on the buhavior of the cruzeiro exchange 
rates for the Belgian franc during the recent past, and on the possible 
effects on these rates of the recent agreement between Brazil and the 
Benelux Union, under which Belgium and Lwcerbourg became members of the 
so-called P.rea of Limited Convertibility. 

Sines 194, when Brazil declared the cruzeiro parity, and until 
October 9, 1953, orderly cross rates were maintained among all currencies 
and the "parity" rate for the Belgian franc was CrO,37 per franc, the 

3elling rate being CrO.3, while the buying rate was Cr0.36, The changes 
in the Brazilian exchange system introduced in October 1953 and 3ubsecjuent 

modifications have affected cross rates and the relative position of some 
currencies vis-a-vis others The export and import rates have also been 
affected but in a different degree and at varying times, 

A. xport rate. 

3tarting on august 14, 195If the ef'ective export rates of Cr23,36 
and Cr28.36 resulting from the t;'ic export bonuses of Cr5.Ofl per US1- 
or its equivalent in other currencies-for exchange proceeds of coffee ex- 
ports and Cr1O,OO per US1 for exchange proceeds of all other exports- 
that had been established in October 1953-were applied to O per cent of 
export proceeds For the remaining 20 per cent the equivalent of the free 
market rate of the previous day applied. Since cross rates were not main- 
tained in the free market the effective export rates resulting from the new 
system were also broken, 

On November 12, 1954, the Brazilian authorities fixed the effective 
rate for coffee exports for all currencies. For other export products, 
the link with the free market was maintained, In establishing the fixed 
bonus, the authorities ught to maintain both the absolute levels of the 
effective rates and the relative position of the various currencies vis-a- 
vis each other which prevailed previously, 

In the free market, the cruzeiro rate f or the Belgian franc was less 
depreciated than for the U.S. dollar, and the effective export rate for the 

Belgian franc was therefore actually less depreciated than the 1J,S. dollar 

and some other currencies. The following were the bonuses established on 

November 12, 1954 for the various currencies: 



(Cruzeiros per unit of foreign currency) 

Equivalent in Effective 
OflU5 U.S. dollars rate 

U,S. dollar 13.14 13.34 31.50 
Pound sterling 36.792 13.14 31.50 
Swiss franc 3.064 13.11 31.47 
Swedish kronor 2.294 11.87 30.23 
Agreement dollar 11.86 13.86 30.22 
icelandic pound 33,208 11.86 30,22 

French franc 0,0338 11.83 30.19 

Danish kroner 1,7034 11.75 30.11 

Be1.1pn franc 0.235 11.75 30,11 

The mixIng arrangement continued to be effective for exports other than 

coffee exports. 

On January 17, 1955, four categories of exports were set up, with 

different sets of two bonuses for each category, one for convertible 

currencies and pounds sterling and one for other currencies. This change 

in the method of fixing effective rates resulted in the unlfication of 

the bonus to be paid on the exports grouped in the first c8tegory, for 

currencies other than the convertible currencies and the pound ster1in, 

at the level of the bonus for agreement dollars, so the position of cert- 

ain currencies, such as the Belgian franc, was improved in the sense that 

exports by Brazil to Be1giun were facilitated. 

A difference or discrimination of approximately 4 per cent was est- 

ablished between exports to be paid in convertible currencies and pounds 

sterling and those paid in other non -convertible currencies. 

The resulting effective export rates were the following: 

(Cruzeiros per UeS. dollar or its equivalent) 

Export Effective Rates Difference between -- and other 

Category US$ and t Other Absolute Far Cent 

I 31.50 30.22 1.28 4,06 

II 37.06 35.55 1,5]. 4,07 

III 43,06 41.31 1.75 4,06 

IV 50.06 48,03 2,03 4,06 ____ 

On July 5, 1955, exports in Gernan agreement dollars were granted the 

same rate as those paid in convertible currencies and the pound sterling 

and in August, 1955, with the estab1ishnent of the so-called "limited con- 

vertibility area", the same treatment was extended to the Dutch guilder. 

The recent Inclusion of Belgium ana Luxembourg in the area of limited 
con- 

vertibility results in the cruzeiro export rate for the Belgian franc 

actually being depreciated by about 4 per cent, 3ince now the effective 
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export rates that apply to Brazilian exports to the Benelux Union are the 

same rates applicable to exports in convertible currencies, any dif.c'erence 

or discrimination against the Belgian franc has been abolished, orderly 

cross rates hav-Lng been re-established among the Belgian fraz'c, the U.S. 

dollar, the powd sterling, the Dutch gilder and the aeutsche iark, 

B, Import rates 

On the Liport side, orderly cross rates lor the Belgian franc were 

maintained until October 1953 tThen the auction system was established, 

but have been broken since then, except in the case of some imports that 

are not subject to the auctioa procedure, such - newsprint, wheat, govern- 

nent imports and others. 

The ef'ective rato for imports under the auction system are obtained 

by adding the price paid for the exchange certificate (auction bid) to the 

official selling rate of Cr320.7O per USl (Cr20.3256 until December 31, 

1954.) or its equivalt, 

The price of the exchange certificates ii the auction market is th 

result of the demand of the pihlic on the one htuul and a fixed supply 

resulting from a nun'ber of adndriistrattve decision on the other, These 

administrative decisions are those taken by the authorities as to the total 

value of exchange offered for auction; the proportion of exchange a11 coated 

to each category; the commodity composition of the categories, etc. Thus 

this price varies rom currency to currency, from one at'ctioii to another, 

and from city to city. Cross rates are broken. 

è.s it can be seen from the attached tables that show the auction 

preiia realized in the 5tock Exchange of tio de Janeiro during the last 

eight auctions for which data is aveiiable the effectIve import cruzeiro 

exchange rates for the Belgian franc have been less depreciated than those 

£ or other currencies such as the U,S, dollar and the limited convertibility 

currencies. 

Only a rough indication of the agnitude of the less depreciated 

position of the Belgian franc vis-a-vls the UsSe dollar and the 11'd ted W convertibility currencies is possible, due to the continued fluctuation 

of the auction premia, Tak:tn the effective rates resulting from the last 

auctIon In September (the last auctin In which Belgian francs were auct 

loned for all five categories) the following table has been prepared: 

Lowest efective exchange rates resulting from the last auction 

in September in the Stock Exchange of Rio de Janeiro of the indicated currencies, 

(Cruzeiros per U.S. dollar or its equivalent) 

Weighted Import Categories 

Pverage Li. III iv 

Limited convertibility 129.51 94.20 119.20 153.70 2ô1.50 427,20 

currencies 
U.S. dollars 118,50 92.70 106,30 169.70 23ô.O 306,70 

Belgian france 98,94 69,30 105.70 108.70 126.70 l91,'O 
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bso1ute difference between the Belgian franc effective import rates 
and those for the limited convertibility currencies and the U.S. dollar 

(Cruzeiros per U.S. dollar or ts equivalent) 

Weighted Import Ctegories 

vsrage I II III IV V 

Limited convertibility 30,57 24,90 13,50 45,00 134.0 235.50 
currencies 

U,3. dollars 19,5ô 23.40 0,60 61.00 110.10 115.00 

Percentile differcnce between the Belgian franc effective import rates 
and those for the liiiited convertibility currencies and the U.S. dollar 

Veighted Import Categories 

W 
iwerage I 11 III IV V 

Limited convertibility 30.89 35.91 12.77 41.39 106.39 122.33 
currencies 

U,S, dollar 19.67 33,'76 0,57 56.11 86.90 59.99 

From the above tables it is apparent that the recent inclusion of Be1gum 
and Luxembourg in the area of limited convertibility results in the effective 
cruzeiro import rates for the Belgian franc actually being depreciated by 
approx:Lnately 30 rer cent, assuming that the rates for limited convertibility 
currency would remain unchanged. 

a possible reason for the very large spread between the Belgian franc 

effective import rates and those for the limited convertibility currencies 

may be the fact that the total amount of exchange of iLnited qonvertibility 

currencies tha has been offered for auction is rather sma1Lf, and to the 

fact that, for a certain period immediately prior to the announcement of 

the currencies pool, no exchange of any of the countries involved was auct- 

ioned. For Instance, no German dollars had been auctioned since May 1955 
and pounds sterling and Thitch guilders were not auctioned f or a much Thnger 

period, 

On November 24 the first auction of limited convertibility currencies 

since Belgium became a member of the pool was held in Rio de Janeiro. On 

the same day U.S. doliars at 120 days were also auctIoned, The average 
auction premla registered are reported to have been the following: 

Cruzelros per U.S. dollar or Its equivalent 

Category U.S. dollar 
Liiiited convertibility 

currencies 

I 69,05 67,00 
II 81.25 76.70 

III 150,80 118.50 
IV 200.80 203,00 
V 300.75 321.00 

/ German reement dollars alone were once being auctioned at the rate of 

2 million per week, 
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The apparent reduction of the spread between the effective rates for 
the U.S. dollar and the limited convertibility currencies may, in part, 
be due to the inclusion of the Jelgian franc in the pool-presuniably 
increasing the total amount of exchange offered for auction. It 13 not 
known, however, what part of the ii1ted convertibility currencies bought 
in the auctions may eventually be used to pay for imports from Belgium, 

since the buyer of the certificate can use it to ir-port from any country 

in tk3 pOOl. 

. 

. 

S 

. 

. 



&mount auctioned d auctipn Premia realized for the 
gories at_the Stock cçne of Rip de Jane 

Limited convertibility currencies 

Total I .11 Ill v 
mount (m1nrum and maximum premia) 

Aug. 22 75,000 81,80 127.00 225.00 203.70 405,00 
82,60 130,20 225,10 203.70 405,00 

Aug. 29 120,000 89.00 131.10 160,40 206.00 400,70 
89.b0 131,40 191.00 206.00 400,70 

Sept. 5 165,000 70.00 100,40 140.10 208,00 411,50 
75.60 105,10 174.00 208.00 411,50 

Sept.12 165,000 80,00 105,10 150.00 207.50 420,20 
81.10 115.60 151,20 208,00 420,20 

Sept.19 165,000 73.90 98.10 126,40 233,00 354,00 
74,W 98,50 134,10 233.00 354.00 

Sept.26 165,000 73,50 98.50 131.00 241,00 406,50 
75,00 101,60 131.40 241,00 406,50 

Oct. 3 165,000 78.20 90,70 '2ô.0O 251.00 407.00 
81,60 91.60 130.50 251,00 407.00 

Oct. 10 15,000 80,00 93.00 127.60 251.00 350,20 
80.20 96,50 130,10 251.00 351.00 

. 

. 
/ The amount is in equivalent U.S. dollars, Normally the Stock Exchange of 

Rio de Janeiro receives 30 per cent of the total amount offered in the 
country. 
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ijelcij.an francV 

Total I II III IV V 

tmount (Minimum and maximum premla) 

aug, 24 75,000 49.10 93.00 102,50 100,00 183.50 

49.25 95.50 103.00 100,00 183.50 

tug, 31 75,000 47,00 95.50 106,00 78.00 150,00 

47,50 98.00 108.50 78.00 150.00 

Sept. 6 75,000 45.10 85.00 106,00 61,00 150.50 

45,25 90,50 106,00 61.00 150,50 

Sept.14 75,000 48,00 83.50 115.00 100.00 152,50 

49,00 85,00 117.00 100.00 152.50 

Sept.21 75,000 52.50 88,00 108,00 105,50 160.50 W 53.00 90,50 110.50 105.50 160,50 

Sept.28 75,000 48.60 85,00 88.00 106.00 171.00 

49,30 85.50 90.00 106.00 171.00 

Oct. 5 25,000 53.00 100.00 100,00 - 
54.50 101.00 100.00 - -- 

Oct. 12 25,000 53.00 75,00 112.00 - - 
55.30 80,50 112.00 - - 

. 
/ For the sake of compariaon the data in this table have been calculated 

by multiplying the actual premia realized at auction by the relative 

par value to the U.S. dollar. 
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mour2t autjned ani pu nrenj, the fy 
eateRorj.s at the $tcz Exchfjo d Jneirp 

U.S. Dollars 

Total I Il III iv v 

mrnrnt (minimum and maximum prernia) 

Aug. 23 540,000 73,80 101.60 158,50 211.00 304,00 

75.30 106.90 170,00 211.03 308.00 

Aug. 30 540,000 70.20 105.10 160,50 197.00 284,00 
71,40 109.90 182.(0 197.00 284,00 

Sept. 6 540,000 71.20 100,50 156,00 204.00 286,00 
75.00 106,50 164.00 205,50 28o,00 

Sc3pt.13 570,000 72.00 85.00 160,00 203.!+0 275.00 

73,90 90.00 162.00 204.50 2713,50 

Sept.20 570,000 73.00 88.80 150.20 202.10 20,00 
75.50 90.40 156.00 202.10 282,50 

Sept.27 570,000 72,00 85,60 149.00 216.10 286,00 

73.60 90,10 163,20 216.10 290,00 

Get, 5 5/+0,000 70,00 92.10 ]40,On 170.00 302,00 

73.80 96.00 143.80 170.00 302.00 

Oct. 11 540,000 72.60 94,60 140,00 177.J0 281.0C 

75.00 97.20 141,50 177.00 302,00 



DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE 

For Immediate Attention 
EBS/55/36 

CONFIDENTIAL 

August 12, 1955 
To: Members of the Executive Board 

From; The Acting Secretary 

Subject: Exchange System - Brazil 

The attached staff note refers to a change in Brazil's 

S exchange system as proposed in the cable from the Superintendency 
of Money and Credit quoted therein. 

It is proposed not to place this matter on the agenda 
unless an Executive Director so requests by the close of business 
on Wednesday, August 17, 1955. In the absence of a request for 
formal consideration, a decision along the following lines will 
be inserted in the minutes of the next subsequent meeting of the 
Executive Board: 

The Government of Brazil has consulted 
the Fund on the transfer of penicillin in bulk, 
penicillin for injections, and other forms of 
penicillin including mixtures with streptomycin 
to Category V of the present classification of 
import products. 

"2. The Fund does not object to the 
changes proposed by Brazil and will remain 
in consultation with the authorities." 

Att:(1) 



CONFIDENTIAL 

INTERNkTIONAL MONrA1( FUND 

Brazil: Change of Import Category for Certain Commodities 

Prepared by Western Hemisphere Department and 
Exchange Restrictions Department 

Approved by Gabriel Ferras and Jorge Del Canto 

August 12, 1955 

The following cable dated August II, 1955, from the Superintendency 
of Money and Credit was transmitted to the staff by the cecutive Director 
for Brazil: 

"PLEASE REQUEST APPROVAL BY EXECUTIVE BOARD IERNTIONkL MONETARY 
FUND OF TH TINSTRLtTION' E WILL ISSUE TRANSFERRING TO FIFTH 
CATEGORY INSTR1JCTON 118 FOLLOWING PRODUCTS: PENICILIN BULK; 
PENICILIN FOR INJECTIONS; iND OTRER FORMS OF PENICILIN DELUDING 
MIXTURE WITH STBEPTO!vCIN 1VP OTHER MIXTTJR OF NI'I-BIOTICS, 
NOT SPECIFIEC, EXCEPT THOSE MIXED WITH PENICILIN REMAIN IN FOURTH 
CATEGORY STOP 

PRUDENTE MORAlS NET 0" 

Since the effective import rates result from the addition to the 
selling ratosi/ for the cruzeiro---Cr 20.702-of the auction "agio" or the 
amount bid in public auction for the respective promise to sell exchange, 
and since this second element fluctuates rather sharply from auction to 
auction and even within a single auction, it is hot possible to indicate 
the percentage change in the rates that will result from the proposed shift. 

On the basis of the available data (the weighted average effective 
import rates for U.S. dollars in all stock exchanges in Brazil up to April 
1955) it appears that this measure would involve an increase in the effective 
import rates applicable to the above -mentioned commodities of perhaps over 
50 per cent. In the case of penicilin in bulk, vhich would be shifted from 
Category III into Category V in the proposed measure, there would be an 
increase in the effective import rate of approximately 40-50 per cent. 

The Brazilian Government has not communicated any specific reasons for 
the proposed measure which, however, appears to be in line with the general 
trend of recent adjustments in the export and import categories aiming to 
keep exports moving and to economize foreign exchange by discouraging the 
importation of those commodities whose relative essentiality to the countryts 
economy have diminished. The Brazilian production of such products has 
increased recently. 

No data are available on the value of Brazilian imports of the corn- 

rnodities affected by the proposed shifts but it is believed to represent 
a rather small percentage of total imports. 

/ The selling rate for private imports is the sum of the official selling - 

rate of Cr4 18.82 and the 10 per cent remittance tax. 
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Office Memorandum 

TO Mr. H. Merle Cochran, Acting Managing Director DATE: AUgU5t 11, 1955. 

FROM : 0. Paranagu, Executive Director 
/7/ 

SUBJECT: Brazilian Exchange System 

I wi5h to communicate to you as Acting Chairman of the 

Board a telegram just received from the Superintendency of Money 

and Credit. 

Translation: 

PLEASE REQUESI' APPROVAL BY EXECUT PIE BOARD INTERNATIONAL !)NETARY 

FUND OF THE "INSTRUCTION" WE WILL ISSUE TRANSFEERING TO FIFTH 

CATEGORY INSTRUCTION 118 FOLLOWING PRODUCTS: 

PENICILIN IN BULK; PENICILIN FOR INJECTIONS; AND OTHER FCPLMS OF 

PENICILIN INCLUDING MIXTURES WITH STREPTOMYCIN STOP OTHER MIXTURES 

OF AwrI-BICYTICS, NOT SPECIFIED, EXCEPT THOSE MiXED WITH PENICILIN 

REMAIN IN FOURTH CATEGORY STOP 

PRTJDENTE MORAlS NETO 

i55 P ).nJ 
fic of the 

/ I 

\ 
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Copy of telegram received by Mr. Paranagu on August 11, l95 from the 
Superintendency of Money and Credit, Rio de Janeiro, Brazil. 

WA1/AUG 11 VIA ALL A1viJ'RICA CABIS 

E1686/RIx3L8IRIODEJANEIRO S3 11 216P 

INTE!FUND FOR OCTAVIO PARANAGUA 

WASHINGTONDC 

SOLICITAMOS PEDIR APROVACAO JUNTA DIRETOPA FIJNDO INSTRIJCAO VMOS BAIXAR 

TRANSFERINDO PARA QUINTA CATEQORIA INSTRUCAO 118 SEGJI1JTES PRODU)S: 

PENICILINA AGRkNEL, INJECOES PENICILINA, OUTRAS FORMAS PREPARO PENICILINA 

ASSOCIA.DOS, PENICILBSJA COM ESTREPTOMICINA PT 

COMUNICAMOS CONTINUAIV1 CLASSIFICADAS QUARTA CATEGORIA "ASSOCIACOES DE 

ANTIBIOTICOS NAO ESPECIFICADOS EXCETO COM PENICILINA" 

PRUDENTE MORAES NETO 
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ThFORMAQXO DA CARTEIRA D CA:A3IO DO BANCO DO BASIt 

Roceitas moedaa arbttraveie a 
£.l.& J 

DEC 
1 

4pSNj 

1? Trizmeate 

29 Triinestre 

nsadae noe dois 
. 

(convertids em d6laz'.$) 

ARBITRAVEIS 

100,67,6S.00 

$ 139,380,762.00 

$ 210,O35,1i17.00 

DECLASSIFIED 

COPENSADAS 

187,75,21.00 

213,li51,313.00 

1O1,026,528.00 

?oaiqio Gerai. doe Comproaisaoe Caabiais 

(Poeiqo do cbio, proesaao do venda do cluzbio, etraasdoa co- 
merciala, a prioridadee do for'necimento d. c&bio registradas 
na SUMOC a outras quantias do coberturs a praso.) 

31 - V - 

30 - VI - 

31 - VII - 

Meihor do 

Augat 6, 1955 

AR3ITh.A YE IS 

1,388,L37,18.00 

1, 387, 2L9, 71.3.00 

1,368, 62S, 268. 00 

19,800,000.00 

TODAS AS }S)EDAS 
(arbitraveia in- 
c1uid) 

1,9h2,Li20,830.00 

1, 8981531i, 988.00 

1,850,722,612.00 

9]., 700,000.00 



Office 

TO : Mr. Friedman 

FROM 0. llonner 

Memorandum 

DATE: August 2, l95 

SUBJICT: Brazil - Change in Regime Applicable to German Agreement Currency. 

In your memorandum of July 12 to Mr. Lueck you asked a few questions 
concerning the new Germany -Brazil payments agreement. After consultation with 
ir Government I have the following to reply to these questions: 

Ad your question 1 

The currency of the new July 1, l95 payments arrangement, which became 

effective on August 1, is the partly convertible DM (BcO-Mark). The degree 

of its transferability is basically ruled by the provisions governing the 

&K0 -Nark. However, during the first stage (a short transitional period), the 

lJMark is bilaterally restricted to the ecbent that Brazil will use it only for 

payments to the Federal Republic. The multilateral system (second stage) will 

be introduced as soon as Great Britain and the Netherlands have made similar 

arrangements with Brazil. 

Ad yourestions 2 and : 

The new Agreement provides for a temporary line of credit established 
by the Bank deutscher Lnder in favor of the Bnco do Brasil up to a limit of 
DH 80 million in a special credit account. Since - beginning August 1, l9 

and continuing until such time as the balance of the old account (amounting to 

about 28 million) has been reimbursed to the Bank deutscher Lnder - all 

German payments to Brazil will he paid into the old US -dollar account, the 

S aforementioned credit is to enable Brazil to resume the auctioning of certifi- 

cates for imports from Germany which was discontinued on Nay 9, l9S5. 

ruestion_3: 

Germany is allowed to reexport Brazilian commodities into third countries. 

However, in the case of reexports in freely convertible currencies, payments 

to the Brazilian suppliers must be made in these currencies. Brazil is further- 

more entitled to deny the reexport into such countries with which it has 

bilateral arrangements, if the ree:ports would hamper the fulfillment of the 

obligations under suchbilateral arrangements. 

Ad your questions 14 and S: 

The free market for Brazilian accounting dollars will continue to exist 

until the Germany -Brazil US -dollar account is liquidated and the market in 

free accounting dollars thereby automatically disappears. The German authorities 

e;pect the US -dollar account will be closed within six months, at the latest. 
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August 2, 1955 

TO Mr. Friedman 

FROM : 0. Donner 

SUBJECT: Brazil - Change in Regime Applicable to German Agreement Currency. 

In your memorandum of July 12 to Mr. Lueck you asked a few questions 
concerning the new Germany -Brazil payments agreement. After consultation with 
my Government I have the following to reply to these questions: 

. your cjuestion 1: 

The currency on the new July 1, 1955 payments arrangement, which became 
effective on August 1, is the partly convertible DM (BKO-Mark). The degree 
of its transferability is basically ruled by the provisions governing the 
BEKO-Mark. However, during the first stage (a short transitional period), the 
DMark is bilaterally restricted to the extent that Brazil will use it only for 
payments to the Federal epublic. The multilateral system (second stage) will 
be introduced as soon as Great Britain and the Netherlands have made sinilar 
arrangements with Brazil. 

Ad your questions 2 and 5: 

The new Agreement provides for a temporary line of credit established 
by the Bank deutsch3r lander in favor of the anco do .Brasil up to a limit of 
DM 80 million in a special credit account. Since -beginning August 1, 1955 
and continuing until such time as the balance of the old account (amounting to 
about 28 million) has been reimbursed to the Bank deutscher lander - all 
German payments to i3rail will be paid into the old tE-dollar account, the 
aforemertioned credit is to enable Brazil to resume the auctioning of certifi- 
cates for imports from Germany which was discontinued on May 9, 1955. 

Ad your question 3; 

Germany is allowed to reexport Brazilian ominodities into third countries. 
However, in the case of reexports in freely convertible currencies, payments 
to the Brazilian suppliers must be made in these currencies. Brazil is further- 
more entitled to deny the reexport into such countries with which it has 
bilateral arrangements, if the reexports would hamper the fulfillment of the 
obligations under such bilateral arrangements. 

Ad your uestio4 and 5: 

The free market for Brazilian accounting dollars will continue to exist 
until the Germany -Brazil US -dollar account is liquidated and the market in free 
accounting dollars thereby automatically disappears. The German authorities 
expect the US -dollar account will be closed within six months, at the latest. 
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EBD/55/llO 

August 1, 1955 

To: Members of the Executive Board 

From: The Acting Secretary 

Subject: New German Brazilian Agreement 

There follows for the records of the Executive Directors the text 
of the statement made by Mr. Donner at Meeting 55/50. 

On May 27, 1955, in concluding its 195)4 consultations with 
Germany, the Fund reccmmended that ct,nsideration should be given 
to the early removal of the existing special arrangement concerning 
the German -Brazilian accounting dollar. 

On the basis of new German -Brazilian agreements made in Rio de 
Janeiro on July 1, 1955, the special arrangement mentioned will 
shortly come to an end. Under the new arrangements, the account of 
the Batik deutscher Lander with the Banco do Brazil, now in the amount 
of ebout US$28 million, will be liquidated through payments for 
deliveries of Brazilian goods, and in future no payments will be made 
by Brazil Into the account. The period for liquidation of this 
account will be less than six months, so that in 1956 a special 
arrangement with Brazil in the sense of paragraph )4 of the Fund's 
recommendations will no longer exists 

Moreover, the new German -Brazilian agreement provides that all 
payments between the Federal Republic of Germany and the Land Berlin 
on the one hand, and the United States of Brazil on the other, may be 
made through partly convertible EM -Accounts, or in other currencies 
to the extent that the regulations of the two countries governing 
international payments allow. The Fund is familiar with the meaning 
of the partly convertible DM Accounts, which is explained in the 1955 
Report on Exchange Restrictions on page 152, paragraph 2 of the section 
on Germany. 

To prevent interruption of trade between the two countries, the 
Bank deutacher Lander has extended the Banco do Brazil a temporary 
credit of EM 8o million, to which recourse may be made by withdrawals 
from a EM -Special Accounts The credit is repayable at 3% interest at 
the rate of at least EM. 1,5 million monthly, beginning with February 
1956. 
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INTERNATIONAL MONETARY FUND 
Washiogfon 6, D. C. 

To: iruderite de Morees, Neto 
xecu.ve cior 
Superintendency of Money and Credit 
iLLO 1e Jsneiro, 

Executive Bosrd took following decison today: 

QUOTE 1. The Government of raz11 hss consulted the Funa 
on the transfer of leaf tobacco and sawn pine wood to C tegory 
III, and of finished pine, cured skins and hides, other types 
of carnauba wax, cocoa cakes, iron ore, angane8e ore, 
tantalite, columbite, monazite, piezoelectric quartz, acheelite, 
tnanezite, iics and zirconiuri to Ctegory IV of the present 
claasiflcatlon of export products. 

2. The Fund does not object to the changes proposed by 
irazi1 ana will remain in consultation vith the authorities) 
particularly in regerd to the diecrinilnetory currency aspects 
of the export rate structure UNQUOTE 

Cockirara 

Acting neging Director 

cc: Mg. Dir. 
Dep. Mg. Dir. 
Mr. Parariagua 
?HD 

RES 
TRE 
SEC 



DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBUC USE 

For Immediate Attention 
EBS/55/33 
Su:pplement 2 

CONFIDENTIAL 

July 29, 1955 

To: Members of the Executive Board 

Frcm: The Acting Secretary 

Subject: ExchangeSystem - Brazil 

Some Executive Directors have requested that the adoption 

of the decision set forth in page 2 of S/55/33, Sup. 1 be deferred. 

Accordingly, the draft decision is not deemed to have been approved 

as proposed in the memorandum. A further memorandum by the staff 

will be circulated at a later stage. 



( DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE 

For Immediate Attention 

EBS/55/33 
Supp.Lement 1 

CONFIDENTIAL 

July 28, 1955 

To: Members of the Executive Board 

From: The Acting Secretary 

Subject: Exchange S -stem - Brazil 

Attached for the Executive Directors' consideration 
are the staff's analysis and a draft decision regarding the 
proposal from Brazil (EBS/55/33). The Acting Managing Director 
does not propose to bring this matter to the agenda for discussion 
unless an Executive Director so requests. In the absence of such 
request by noon on Friday, July 29, 1955, the proposed decision 
will be deemed approved by the Executive Board and will be 
recorded in the minutes of the next meeting thereafter, 

Att: (1) 



CONTAINS CONFIDENTIAL 
TttffiTñTI 

INTERNATIONAL MONETARY FUND 

Brazil: Change of Export Rates for Certain Commodities 

Prepared by Western Hemisphere Department 

and Exchange Restrictions Department 

Approved by Irving S. Friedman and Jorge Del Canto 

July 28, 1955 

By a cable of July 28, 1955, the Brazilian Government has informed the 

Fund of its intention to shift leaf tobacco and sawn pine wood to Category 

III and finished pine, cured skins and hides, 'other. types of woodit, car- 

nauba wax, cocoa cakes, iron ore, manganese ore, tantalite, columbite, . monazite, piezoelectric quartz, scheelite, magnezite, mica and zirconium 

to Category IV of the present classification of export products. (See 

EBS/55/33) 

By this measure, the effective export rates applicable to the coinmo- 

dities mentioned above will be raised, as indicated in Table 1 attached. 

The effective rates will be increased for export proceeds in all cur- 

rencies by: 35 per cent for fiihed pine, other types of wood, carnauba 

wax, iron ore, manganese ore, tantalite, columbite, monazite, andpiezo- 

electric quartz; and by 16 per cent for leaf tobacco, sawn pine wood, cured 

skins and hides, cocoa cakes, scheelite, magnazite, mica and zirconium. 

The percentage of discriminatory differential in favor of convertible 

currencies, sterling and Deutschemarks i/ appears to remain unchanged for 

all these commodities at about 1. per cent. 

The attached Table 2 indicates the value of exports in 1953 and. l95 

of the commodities affected by the proposed shifts. On the whole, these 

commodities account for a little less than 10 per cent of the total value 

of Brazilian exports. The commodity breakdown, so far as available, is as 

follows: Leaf tobacco, 1.20 per cent; sawn pine, 3.00 per cent; skins and 

hides, 1.00 per cent; carnauba wax, 1.25 per cent; cocoa cakes, 1.00 per 

cent; iron ore, 1.50 per cent; and other minerals, 1.20 per cent. 

While mineral exports go primarily to the United States and sawn pine 

to Argentina, the other commodities mentioned do not have any definite 

destinational bias. 

1/ Deutschemarks have recently been given the same treatment and bonus 

as for U.S. dollars and pounds sterling. (See EBS/55/28.) 
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The Brazilian Government has not cotnmunicated any specific reasons 

for the present steps. From infoDmation obtained by the Fund staff 

during the Article XIV Consultations discussions inBrazil in ay 1955, 

however, it is known that the cost of production of most minor exports has 

been rising recently and that some relief to the exporters was considered 

necessary by the authorities. In addition, the world prices for some com- 

modities like cacao and hides and skins have shown a declining trend 

recently, and this may have motivated the Droposed export rate changes. 

In view of the difficult payments position of Brazil and the need 

to keep exports moving, the staff recommends that the Fund may take a 

decision not to object to the proposed shifts of commodities to higher 

export categories. Since the shifts still do not modify the discriminatory 

currency aspects of the export rate structure, however, the decision could 

appropriately leave open the possibility of examining these and other 

aspects of the changes on the occasion of the next Article XIV Consultations 

with Brazil. 

Accordingly, the staff recommends the following decision for the 

consideration of the Executive Board: 

1. The Government of Brazil has consulted the Fund on the transfer 

of leaf tobacco and sawn pine wood to Category III, and of finished pine, 

cured skins end hides, other types of wood, carnauba wax, cocoa cakes, 

iron ore, manganese ore, tantalite, columbite, monazite, piezoelectric 

quartz, scheelite, magnezite, mica and zirconium to Category IV of the 

present classificat i of export products. 

2. The Fund does not object to the changes proposed by Brazil and 

will remain in consultation with the authorities, particularly in regard 

to the discriminatory currency aspects of the export rate structure. 



Present Present effective rate Proposed Proposed effective rate 
export (Cr$ per IJS$) export LCr$ per tJs$) 

Commodity catego:y' For export category For export 
proceeds in proceeds in 
col.YTcrtil)le For export convertible For export 
currencies, proceeds in currencies proceeds in 
sterling, other sterling, other 

____________________-________ arid LM currencies and 4 currencies 

1. Leaf tobacco II 37.06 35.55 III 43.06 41.31 
2. Sawn pine wood Ii 37.06 35.55 III 43.06 4.1.31 
3. Finished pine U 37.06 35.55 IV 50.06 48.03 
4-. Curêd skins and. hides III 143.06 141.31 IV 50.06 48.03 
5. Other types of wood II 37.06 35.55 IV 50.06 48.03 6. Canauba wax 11 37.06 35.55 IV 50.06 48.03 
7. Cocoa cakes III 43.06 41.31 IV 50.06 48.03 
8- Iron ore, manganese ore, ) 

13. tarta1ite, colunabite, 
) 

monazite, and piezo-.. 
) 

II 37.06 35.55 IV - 50.06 4.8.03 
electric quartz 

) 

14- Scheelite,magnezite, 
17. mica, and zirconium III 143.06 141.31 IV 50.06 48.03 
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Table 2 Bxazi1: Value of Exports of Selected Commodities 
to All Destiiations 

(In thousanas of U.S. dollars) 

Increase (,) 
Jan -Dec Jan -Dec Decrease (-) 

1954 1953 in 1954 

I F orn Cat eg orx II to Catecory III 

Tobacco 18,265 22,958 -4,693 
Pine wood 24 512 

Total 55,779 74,150 -i,37l 

I. 4_i2 gory_IV 

Finished Pine n,a, na n,a1 
Cured Skins and Hides 11,266 20,214 -8,948 
Other types of wood nsa, n,a0 n0a 
Carnauba wax. 16,113 16,431 -318 
Iron e 21,421 2,748 -4,327 
Manganese Ore 3,061 5,485 -2,424 
Tantalite na n,a nsa, 
Colunthite n0a, n,a, na0 
Plonazite na0 n1a n.a( 
Quartz 1,578 2,741 -1,163 
Cocoa cakes nsa, na, na, 
Scheelite 1,859 5,773 -3,914 

gnezite n,a0 n,a, n.a, 
Mica 303 347 -44 
Zirconium n.a n,a, n,a, 

Total 55,601 76,739 -21,138 

Total Exports Shifted 111,380 150,889 -39,509 
Total Exports 1,550,028 32,28O -182,252 

Souice: flinitry of Fin.nce, Economic and Financial Statistical Service. 



DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE 

For Immediate Attention EBS/5 5/33 
tr,inP . 7rLsdun 

CONFIDENTIAL 

July 28, 1955 

To: Members of the Executive Board. 

From: The Acting Secretary 

Subject: Exchange System - Brazil 

The attached. communication from Brazil was transmitted 
by Mr. Paranagua to the Acting Managing Director this afternoon, 
The staff is preparing a brief paper containing a recommendation 
which will be circulated to the Executive Directors as soon as 
practicable 

Att: (1) 



Translation 

Lt INTEFFUND CCThVIO PAFANAGUA 
WASIIINGTON DC 

We ask approval Executive Board of International Monetary Fund for 
instruction we are issuing by which the following prodi.cts are transferred 
to Category III Intrucbion 112: 

Leaf tobacco; sawn pine wood (chips, shingles, quebradinhos, 
planks pland on one, two or more sides, boes and unasGembled 
crates of standard and uxtandard sizes, lTsiorts and ends' also 
known as "m;iras curtac' that is pieces of any nonstandard 
width up to seven and three quarters feet in length). 

In the fourth Category will be classified: 

Finished pine (beams, flooring, broom sticks, solid and veneered 
frames, baseboards, tacos for the floor, moldings, thresholds; 
staves tops and bottoms for barrels, and unassembled barrels); 
cured skins and hides (raw materials for making shoes, upholstery, 
and. other leathercrafts; other types of wood; carnauba wax; iron 

ore; manganese ore; tantalite; columbite; monazite; piezo-electric 
quartc; cocoa cakes; scheelite; magnezite; mica and zirconium 

Prudente de Moraes, 
Executive Director 
Superintendency of 

Net o 

Money and Credit 
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Office Memcrandum. 

::P::a:t1r1 
Director 28, l9S5 

SUBJECT: Brazil - Bxchange bystem 

,S - 

I have just received the following cable from Brazil. 

As the Executive Board is beginning its Annual Recess, I 

think it would be advisable to have this matter communicated to the 

Board this afternoon. 

Translation: 

Lt INTERFUND OCTAVIO PARPNAGUA 
WAINGTONDC 

!E ASK APPROVAL EXECUTIVE BOARD OF INTERNATIONAL MONETARY FUND FOR 
INSTRUCTION 'A1 ARE ISSUING BY VJHICH THE FOLLO[ING PRODUCTS ARE 
TRANSFERRED TO CATEGORY III INSTRUCTION 112: 

LEAF TOBACCO; SANN PINE WOOD (CHIPS, SHINGLES, QUEBRADINHOS, 
PLANKS PLAINED ON ONE, TWO Ott MORE SIDES, BOXES AND UNASSEMBLED 
CRATES OF STANDARD AND UNSTANDARD SIZES, "SHORTS AND ENDS" ALSO . KNON AS CURTAStI THAT IS PIECES OF ANY NONSTANDARD 
WIDTH UP TO SEVEN AND THREE QUARTERS FEET IN LENGTH). 

Orig: WHD 
cc: Mg. Dir. 

Dep. Mg. Dir. 
RD 

LEG 
RES 
TRE 
SEC 

Iii 

7 
( 
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IN THE FOURTH CATEGORY WILL BE CLASSIFIED: 

FINISHED PINE (BEAMs, FLOORING, BROOM STICKS, SOLID AND NEERED 
FRAMES, BASEBOARDS, TACOS FOR THE FLOOR, MOLDINGS, THRESHOLDS, 
STAVES TOPS AND BOTTOMS FOR BARRELS, AND UNASSEMBLED BARRELS); 
CURED SKINS AND HIDES (RAW MATERIALS FOR MAKING SHOES, UPHOLSTERY, 
AND OTHER LEATHERCRAFTS; OTHER TYPES OF WOOD; CARI'JAUBA WAX; 
IRON ORE; MANGANESE ORE; TANTALITE; COLUMBITE; MONAZITE; PIEZO- 
ELECTRIC QUARTZ; COCOA CAKES; SCHEELITE; MAGNEZITE; MICA AND 
ZIRCONIUM. 

PRUDEI'JTE de MORABS NETO 
EXECUTIVE DIRECTOR 
SUPERINTENDENCY OF MONEY AND CREDIT 

Received in Correspondence Section 7/29/55 at 6:45. 



Copy of telegram received by Mr. Paranau. Thursday morning, July 28, 19%. 

LT INTERFIJND OCTAVIO PAANAGUA 
WASHIII GTOIDC 

SOLICITAMOS PEDIR APRDVACAO JUNTA DIRETORA FUNDO INSThUCAO ESTAMOS 

BAIXANDO PFIAQUAL SRAO TRANSFERIDOS TERCEIRA CATECORL& INSTRUCAO 112 

SEGIJINTES PROD UTOS: 

FUMO FOLHAS VG PINHO SEMI BENEFICIADO ABREPARE11TESIS SARRAFOS, 

RIPAS, QUEB:ADINHos, TABOAS APLAINADAS DE UA DUAS OU MATS FACES, 

CAIXAS E ENGRADADOS DESARLIADOS NAS MEDIDAS CERTAS Oh MULTIPLAS, 

ABREASPAS SHORTS AND ENDS FECHASPAS T.A1dBEM CONHECIDAS COMO 

itADEIRAS ABREASPAS CURTAS FEC HASPAS ISTO EH PECAS QUALQUER 

LARG!JRA NAO PADRONIZADAS ATE SETE PES ET TRESQIJARTOS COMPRDTENTO 

FEC HAPARENTES IS 

NA QUANTA CATEGORIA SERAO CLASSIFICADOS: PINRO BENEFICIADO ABREPARENTESIS 

FORRO, SOALHO, CABOAS, VASSOURA TORNEADOS V COFENSADO LAIvIINADO 

GUARINICOES VG RODAPES, TACOS PAPA SOALHOS, MOLDURAS, BATEI\TTES, 

ADIJELAS TAMPOS E FUNDOS PARA BORDALESAS, E BORDALESAS DESAPJ.J\DAS 

FECHAPARENTESIS COUROS E PELES CIJRTIDOS ABREPARENTESIS PRONlO 

SEREM EMPHEGADOS CONFECCAO SAPATOS, ESTOFAHENTOS B SEMELHANTES 

FECHkkANENTESIS ARTEFATOS EM GERAL V OTJTRAS ESPECIES FLORESTAIS, 

CERA CARNAUBA, MIlERIO FERRO, MINERIO MANGANES, TANTALITA, COLIJMBITA, 

MONAZITA, QUARTZO PIEZO ELCTRICO, TORTA CACAU, SCHEEIITA, MAGNEZITA, 

MICA ET ZIRCONIO 

PRUDENTE MORABS NETO 
FIRETOR EXECTJTIVO SUPERMOCRE 



Mr. Luesk 

Irving 5. Friedin 

Brash - Change in Regime Mplieable to Ger,e.n 
Lireeent Currency 

Iry! R. 7r 

Jalyr 12, 1955 

Li indicated in EBS/55/2J3, the staff intends to prepare a nap.? on 
the reent change in .ffectiv. ixport rates ai'plioab1e t the Deutsoheasrk in 
the new G.rauy-3raail va.ats agreement. For this purpose, it would b. . appreolated if you would kindly furnish the staff with throritatton on Ui fol- 
lowing poiritsi 

1. Whether the currency in the new agreement is transferable, and, 
if so, the scone of its transferability; 

2. Whether the new agreement 'oroides for credit facilities, end, 
if so, what they are; 

3. there are any coercial srrangeesnt. aceo.nenyin the 
n.y paynents agreeievtt, sineciafly regarding re-exports; 

4. Whether the free market in Gerw for the ruilian account 
dollar ii being continued; 

5. What arrangements hv. been made to clear Brash's iebit 
balance in th. clearing soocunt under th. old agreement. 

If the text of the new agr.euent is available, the staff would, of 
curse, apprecitte readying a co of it. 

cc: Mr. Mervin "aj 
" Brian Rose 

L - 
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Office Memorandum 

TO : 
ML. IXVing S. Friedman DATE: July 12, 1955 

S.J. Raj'O?.9 

SUBJECT: BRAZIL Chafle in re4me applicable to German agroennt curreny. 

With reference to Mr. Sacehatti's discussion with you yesterday 
on the action to be taken in regard to the above matter. I discussed 
the subject furtr with Mesars, Merwin and Brian Rose this morning, 
We have worked out a revised draft to be sent to Mr. Lueck. The new 
draft requests the actual text of the agreemant entered into by 
Brazil with Germany. It also sharpens up some of the questions. 

The revised draft, attached herewith, is for your approvals 

cc.: Meesrs, Merwin 
Brian Rose 
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Draft 
7/12/ 5 5 

To: Mr, Lueck 

From: Irving S. Friedman 

Subject: Brazil - Change in ein a ].icable to German areerrent 

curreny 

As Indicated in EBS/55/28 the staff intends to prepare a paper on 

the recent change in effective export rates applicable to the 

Deutachemark In the new Germany -'Brazil payments agreement. For this 

purpose it would be appreciated if you would kindly furnish the staff 

with the- text nfth new-_agree4-n. information on the following 

points: 

1) Whether the currency in the new agreement is transferable and, 

if so, the scope of its transferability; 

2) Whether the new agreement provides for credit facilities, end 

if so what they are; 

3) Whether there are any commercial arrangements accompanying the 

new paymants agreement, especially regarding re-exports; 

6) Whether the free market in Germany for the Brazilian account 

dollar is being continued; 

5) What arrangements have been made to clear Brazil's debit 

balance In the clearing accoi.mt under the old agreernit. 

7 



The Nanaging Director 

Irving S. Friedman 

July U, 1955 

Brazil - Chnges in Classification of Export Commodities 

In connection with the suggestion to çive the Brazilian Government 
advance approval for shifts of minor export commodities from a "lower 
category to a "higher't category, I would like to present the following 
considerations. 

hecent newspaper reports indicate that there is no commodity left . in Category II except coffee, which would mean that sawn pine wood, leaf 
tobacco, carnauba wax and bananas are either in Category III or in 
Category IV. Nothing is said in these reports as to which commodities 
are presently included in Category ILl, but it is likely that some of 
those which were until recently in Category III have been shifted to 
Category 1V. Should this be the case1 only four or Live commodities, 
In addition to cotton and cocoa, may be loft in Category ILL. In view 
of these possible changes, I m wondering whether it is appropriate to 
establish an arrangement of the type contemplated since it would have 
a rather narrow scope. Moreover, to give advance approval shortly after 
Brazil has failed to consult on the reported shifts, is a step which 
could be interpreted in a sense unfavorable to the Fund. 

In view of the fact that the above considerations are based only on 
newspaper reports, I would suggest, as a first step, asking Mr. Faranagua 
to provide the staff with information as to the present composition of 
the export categories. 

cc: Mr. Cochran/ 



INTERNATIONAL MONETARY FUND 

July 7, l9 

Mr. Il Canto 

tk you see any objection 
to my sending this note to 
Paranagua? 

1SF 

Irving S. Friedman 



Mr. Paranagua July 7, 1955 

Irving S. Friedman 

Brazil - Change in regime applicable to German agreement currency 

AS indicated in E/55/28 the staff intends to prepare a paper on the 
recent change in effective export rates applicable to the new German currency 
in the Germany -Brazil payments agreement. For this purpose it would be 

appreciated if you would kindly furnish the staff with inlormation on the 
following questions: 

1) In case the new currency is transferable, what is the scope 

of the transferability? What rules have been established 
on the Brazilian side for prescription of currency for 
incoming and outgoing payments? 

2) Does the regime for currencies other than the dollar, pounds 
sterling and Deutschetnarks remain unchanged? Is any change 

contemplated in regard to those other currencies? 



Office Memorandum 

TO : Mr. Irving S. Friedman DATE: Juiy 7, 1955 

FROII : J5 Itaj & U.Sacchetti 

SUBJECT: Brazil -Ch.ane in Rei Applicable to German Agreement Currency 

As desired by you, we have prepared three drafts in connection 
with the above change, including the covering mamo from the Acting 
Secretary to the Executive Board indicating that the staff will prepare 
a paper on receipt of further information. 

We have discussed the suggested line of action with Mr. Hexner. 
H. agreed that the Brazilian change constituted a change in multiple 
currency practices. However, he felt that from the administrative 
point of view, since Brazil has not specifically asked for Fund appro- 
val, the change appeared to be one which should be acted upon with a 
minimum of delay. For this reason h thought that the minor changes 
procedure could be applied without awaiting further information. 
Howsver, he said that if the Exchange Restrictions Department felt 
that further information was essential in order to produce a 
satisfactory paper, he would have no objection to this course of 
action being followed. 

ACI-1ME7]S 



Draft 
7/7/5) 

F'ROM; The tcting Secretary 

To; Members of the Executive Board 

Subject: Brazil - Change in regime applicable to German agreement currency 

The attached cable has bset received from Brasil and is 

circul.at.d for inforiiation of the xecutive Board. 

The staff i.. trying to obain so further intoritioa o this 

change in Brasil'a a1tiple zrrency practices aad its (plicatione 

and viU rre*re * *psr o the subject a soon as ço.eible, which 

will include a draft deotaism for the consideration of the 

Executive Board. 

S 



DRAFT 

7/7/55 

To: Mr. Donner 

From: Irving S. Friedman 

Subject: Brazil - Change in regime applicable to German trreemertt currency 

As indicated in EBS/55/ the staff intends to prepare a paper on the 

recent change in effective export rateQ applicable to the new German currency 

in the Germany.Brazil payments agreement. For this purpose it iould be 

appreciated if you uld kindly furnish the staff with information on the 

following questions: 

1) Whether the new agreement currency is transferable and, if so, 

the scoe of its transferability; 

2) Whether there are any commercial arrangements accompanying the 

new payments agreement, especially re-exnorts; 

3) Whether the free market in Germany for the 3razilian cruzeiro 

has been cUscontinued; 

4) What arrangements have been made to clear Bratil's debit balance 

in the clearing account under the old agreement. 



DRAFT 

7/7/5 5 

To Mr. Paranagua 

From: Irving S. Friedman 

subject: Brazil - Chaflge in rejirne applicable to German agreement currency 

As indicated in EBS/55/ the staff intends to prepare a paper on the 

recent change in effective export rates applicable to the new Germen 

currency in the Geriany-Brazil payments agreement. For this purpose it 

would be appreciated if you would kindly furnish the staff with infornation 

on the following cuestions: 

1) ifl case the new currency is transferable, what is the scope 

of the transferability? ?That rules have been established 

on the Brazilian sidc for prescription of currency for 

incoming and outgoing payments? 

2) Whether tile Brazilian Govornnient is currently negotiating 

5 with other countries to reach an arrangement similar to 

that with W. Gennany? 



DOCUMENT OF NTERNATONAL MONETARY FUND AND NOT FOR PUBLtC USE 

To: Members of the Executive Board 

From: The Acting Secretary 

Subject: Brazil -Coffee Exchange Warranty 

C 

s/55/29 

CONFIDENTIAL 

July 7, 1955 

The Managing Director has received the attached 

communication dated July 6, 1955 from Mr Paranagua, which is 

circulated for the infonnation of the Executive Board. 

Att: (i) 



July 6, 1955 

To: Mr. Ivar Booth, Managing Director 

From: 0. Paranagu 

Subject: I:change System - Brazil 

The following cable has just been received from Rio 
de Janeiro. 

Translation 

Please inform Board of Executive Directors 
that an '1lnstructiont' is being issued which 
revokes Item 2 of 'Tlnstruction Number 1JA", 
but the term of warranty for sales registered 
until the publication of the Instruction in 
the ttDiario Oficial" will be observed 

Prudente Moraes neto 
Superintendency of Money and Credit 

I would. like to inform you that item 2 of Instruction No. 114 
reads as follows: 

"2. Should an increase in the bonuses referred 
to in item 1 above occur within -l-5 days of any 
registered sale, and cause the buyer a price 
difference in foreign currency, said difference 
shall be compensated entirely in the same cur- 
rency in which the purchase was made" 



DOCUMENT OF INTERNATIONAL MONETARY FUND 
AND NOT FOR PUBLIC USE 

To: Members of the Executive Board 

From: The Acting Secretary 

FOR 
AGENDA 

S/55/28 

CONFIDENTIAL 

July 7, 1955 

Subject: Brazil - Change in Regime Applicable to German 

Agreement Currency ________________ 

The Managing Director has received the attached cominunica- 

tion dated July 6, 1955 from Mr Paranagua. This is circulated for 

the information of the Executive Board. 

The staff is trying to obtain some further information on 

this change and its implications and will prepare a paper on the 

subject as soon as possible, including the staff's reconnnendation. 

Att: (i) 



July 0 1955 

To: Mr0 Ivar Rooth, Managing Director 

From: 0, Paranaguó 

Subject: Exchange System Brazil 

I am pleased to infon you of the content of a cable which 
I have just received from Rio de Janeiro. 

Translation 

Please inform Board of Executive Directors that, in 
accordance with the agreement signed with Federal 
Republic of Gerthany, the Council of the Superintendency 
of Money and Creditdecided to give 'German Dollar - 
Agreement" and new currency of the agreement 
"Deutscbmark" same treatment and same bonus given 
to US dollar and sterling pound. The new agreement 
aims at a simplification of the exchange system and 
at multilateral payments according to the objectives 
of the Fund Agreement, 

Prudente de Moraes rieto 

Superintendency of Money and Credit 
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Office Memorandum 

DATE: 
TO : 

Ivar Rooth, inaging Director 

FROM Ø1'Paranagu. 

change System - Brazil 

O444 

July 6, l9 

V I am pleased to inform you of the content of a cable which 
I have just received from Rio de Janeiro. 

INTERFUND FOR OCTAVIO PARANAGUA 
WASHINGTONDC 

COMUNIQUE JUNTA DIRETORA FUNDO QUE FORMA AJTJSTE FIRMADO REPUBLICA 

FEDERAL ALEMANHA CONSELHO SUMOC RESOLVEU ESTDER DOLARCONVENIO 

ALEMAO ET NOVA MOEDA AJUSTE DEUTSCI-MARK MESMO TRATA1NTO ET BONIFI- 

CACOES IDENTICAS CONCEDIDAS EXPORTACOES DOLAR NORTEAMERICANO ET 

LIBRA PT NOVO ACORDO TENDE SIMPLIFICACAO SISTENA CAMBIAL ET 

PAGAMENTOS MULTILATERAIS DENThO ESPIRITO CONVENCAO FUNDO 

PRUDENTE MORAES NETO StJPJRMOCRE 

(Translation) 

PLEASE INFORM BOARD OF EXECUTIVE DIRECTORS THAT, IN ACCORDANCE WITH 
THE AGHEEIiENT SIGNED WITH F1DERAL REPUBLIC OF GERMANY, THE COUNCIL 
OF THE SUPLRINTENDENCY OF MONEY AND CREDIT DEC DJED TO GIVE "GERMAN 
DOLLAR-AGREEENT" AND NEt'Y CURRENCY OF THE AGREI2VLENT "DEUTSCHNARK" 
SAME TREAThLENT AND SAME BONUS GIVEN TO US DOLLAR AND STERLING POUND. 
THE HEN AGREEMENT AIMS AT A SIMPLIFICATION OF THE EXCHANGE SYSTEM 
AND AT MIJLTUIATERkL PA1V1ENTS ACCORDING TO THE OBJECTIVES OF THE 
FUND AGREEMENT. 

PRUDENTE DE MORAlS NETO 
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Mr. Ivar Rooth, ana,ing Director 

0. Parenagu 

E'e Syet - .trazil 

&) 5)2? 

July 6, 19 

The following cable has just been received from fio de Janoiro. 

DITFZtFUND FOR OGTAVIO PARANAGUA 

WASHINONDC 

COMUNIQUE JUNTA DIRTORA FUNDO ESTAMOS DAIXANDO INSTRUCAO PELAQIJAL FICA 

RVOGADO 1TEä IDOlS INSTRUCAO 1114 RESPEITADO PR.AZO GARANTIA DEIARACOES 

VkWDAS M'STUADAS ATE DATA PUI3LICACAO DLAJUO OFICIAL 

PRUDENTE MORAES N1TO SUPERMOCRE 

(Translation) 

PLEASE INFORM BOARD OF EXECUTIVE DJRLCTORS THAT AN "INSTRUCTION" IS 
BEING IESUED WHICH REVOKES ITEM 2 0? "INSTRUCTION NUMBER 1114", BJT THE 
TERM OF VVARANTY FOR SALES QISTRii) UNTIL THE PUBLICATION OF THE 
INSTWCTION IN THE "DIARIO OFICLAL" WILL BE 0BEERVED. 

PR1ENTE MORAES NEI't) 
SUPERINTENDENCY OF MONET AND CREDIT 

I would like to inform you that item 2 of Instrudtion No. 1114 
reeds as follows a 

'2. Should an increase in the bonuses referred to in item 1 
above occur within 1 day -a of any registered sale, and cause the 
buyer a price difference in foreign currency, said difference 
shall be compensated entirely in the same currency in which 
the purchase was made," 



Mr. Ervin Hexner June 26, 1955 

Hans Aufricht 

Brazil -Authorizaton to maintain or introduce restrictions 
on multiple currency practices - 1946. 

This memorandum deals with certain practices and/or measures which 

were maintained, introduced, or discontinued by Brazil in the course of 

1946. 

1. Co-exIstence of official and free rate from January to July 1946. 

It appears that from January to July 1946 Brazil's multiple rate pattern 
was as follows: 

Official Rate: 16.50 cruzeiros per U.S. doliar 
Selling Rate (Free): l.i2 cruzeiros per U.S. dollar 
Buying Rate (Free) : 18.36 cruzeiros per U.S. dollar 

The spread between the official rate on the one hand, and the 
selling and buying rate on the other, constituted a multiple currency 
practice. 

The official rate of 16.50 was discontinued in July 1946. 

On February 1, 1911-7, the Brazilian Government notified the Fund 
that it intended to avail itself of the transitional arrangements in 
Section 2 of Article XIV of the Fund Agreement. Assuming that this declara- 
tion has retroactive effect, i.e., that it is effective as of January 14, 
1946 (the date Brazil's membership in the Fund became effective), it Is 
concluded that the above mentioned multiple currency practices were 
maintained by Brazil under Article XIV. This conclusion Is based, inter 
alla on the last sentence of Article VIII, Section 3 of the Fund Agreement 
which reads: 

"If such arrangements and practices are engaged 
in at the date when this Agreement enters Into 
force the member concerned shall consult with the 
Fund as to their progressive removal unless they 
are maintained or imposed under Article XIV, 
Section 2, In which case the provisions of Section 4 

of that Article shall apply." 
(underlining added) 

2. Compulsory purchase of bonds. 

Article 1 of Decree - Law No. 9.524 - July 26, 1946 (effective 

30 days after July 27, 1946, the date of its publication in the Diarlo 
Official) provides: 
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exporters are hereby obliged to invest in notes of 
the National Treasury an amount corresponding to 20% 
(twenty per cent) of the value, in cruzeiros, of the 

sales 01' exchange effected by them. 

In accordance with Article 5 of the Decree the above mentioned 
Treasury notes were redeemable after 120 days; the notes were interest 
bearing (3 per cent per year). The noLes were non-negotiable. 

It appears that the economic effect of this measure is similar to 

that of a penalty buying rate to the extent that it predudes the exporter 
from using 20% of his export proceeds for about four months, in other 
words, he is restricted in his making of payments for exports. 

As evidenced by Document No. 22 of the Coittee on Spreads and 

Multiple 

Currency Practices, p. 34, the Fund. did not consider the provisions 
of Decree -Law No. 9.524 - July 26, 1946 as constituting a multiple currency 
practice. * 

3. Decree No. 24.038 of March 26, 19314. 

It appears that Decree No. 24.038 of March 26, 1.934 has remained in 
force from the day of its publication in the Dlario Official. Under 
Article 1 of this Decree importers of merchandise are required, at the 
maturity of sight or time dociments expressed in foreign exchange, to 

deposit the local currency equivalent of these instruments with "the bank 
holding them at the rate of exchange of the day of maturity of these docu- 
ments". Article 5 of the same Decree provides that "all contractual obliga- 
tions in foreign currencies arising from the purchase of imported merchandise 

are accorded the same treatment as is accorded to the documents referred to 
In Article 1 of this Decree." 

S Under Article 3 of the Decree the importer bears the difference 

between the rate of exchange at which the deposit was made and that of 

the closing of exchange Lfecento de cambi,/.** 

Decree No. 24.038 Is of particular significance if, e.g., the 

following conditions are t: 

(1) Ii' the closing of exchange does not coincide 

with the maturity of the document; and/or 

(2) If there is a devaluation of the cruzeiro in 

terms of foreign currency between the date of the local 

currency deposit (maturity of the document) and the date 

of the closing of exchange, since in this case the de- 

valuation risk is t.o be borne by the importer. 

* See on this point ibid., "The practice i8 obviously a sort of restriction 

on exports but is not to be considered to be a multiple currency practice..." 

** For a discussion of this clause see Memorandm from Mr. Aufricht (on 
certain aspects of Decree No. 24.038 of March 26, 1934) p. 2. 
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As to whether or not in 1946 the closing of exchange coincided in 
practice with the maturity, e.g., of a sight document is a question of 
fact which I am unable to determine on the basis of the information at 
my disposal. 

Moreover, it could not be ascertained as to whether any Brazilian 
importer was adversely affected by the above mentioned discontinuance of 
the official rate of 16.50 in July 1946. As evidenced by International 
Financial Statistics (January 1953) p. i6, the free selling rate of the 
cruzeiro remained at lb.72 in 1946 and 1947. On December 18, 1947 the 
Fund approved a 5% exchange tax. 

Finally, as far as I could ascertain the Fund has never taken any 
affirmative action on any of the above mentioned practices or measures. 
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.Ir. ,rvi v,i.r June 27, 19S 

Thins Aufrioht 

3razil--te*trictic*ts or 4u1tle Currency practices in gffect in 19146 

This note discusses t,he '4uestion of restrictions o multiple currency prs.C- 

tioee in effect in 3r&ail in 19146 by reference to (1) coinpu].aory purchase of 

bonds; (2) co -existence of official rate (16.0 cruzeiros per U. S. dollar) with 

buying rate (18.38) an:i selling rats (18.72). 

1. Compulsory ?urcha9e of Ionda. The Fina1 Reeort of the Coniitte on pr3ada 

and uItiple Currency nact.icee (Docnt No. 22 of August , 19147) discusses 

S the copu1sor subscription to treasury nots imposed on exporter. by DecreeLaw 

9142 214(?7 of July j67 19186 as fo1ies 

II. Iractices 

S S S 

1). Ccmzpulaory purchase of bonds 

y virtue of DecresI 95142 of July 19146, afl exporters 

have to accept Treasury Notee for 20 per cent of the f. b 

value of tir exports in cruseiros, excluding freight and 

insurancs These notes are dri for 120 days and yield 3 p.r 
cent interest per year. Princia1 and interest are redseued at 

the end of $,he four south period but they cannot be sold before 
iaturity. a. 33) 

S S S 

Ill. i!P° 

1.) Cospulaory- subscript.on of bonds 

The praotioe is pert of the antiintlatioriary drive and aiii 

at sterlizati on of export proceeds. orka analogously to en 

open narket. operation and can also be connoted as a compulsory 

shortterm loau to the treasury. ., pp. 

IV. Findin 

1.) Compulsory subecrtption to b1s 
jr law bondi cannot be sold in the sart and it. was not, 

ascertained whether any quotations of such bonda exist. The practice 
is obviously a sort. of restriction on export. but is not. considered to 
be a multiple currency practice as no rate in whb it idght result ii 
ascez'talnablu It is regarded as a restriction eui ensris which is kin 
to t.ho te:poary blocking of export proceeds which is not unf&ziliar in 

various exchanjs restriction systeas It does not seem to be particu].ar]y 
haraful to the exporter a1thoug the rate of interest is 1oier than an 
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other ;omrwu:nt bonds (which Lear 6% intreet) and cons id*rably 

1r t.han bt rate of ntereat charged by banks to borrowers. It is, 

hoier, unlikely to be a cause of ehoart* of funds to exporters 

uniar prss.nt conditions of abundancy of scy in razi1. It is also 

r3striction wk'ich belongs to the rather innocua ias from the 

point of view of the effect on internat.iwual relations Ci the other 

hand, it is trne z.hat rio justification for it exists, in view of its 

nature, unuer the balance or paynts. io sc.r.-ti ctse either can be rade 

for it on account of he itiinflationary policy as at the end of 19t16 

the ota1 ;utatanding of these bonds aciountd to slightly mars than 1.% 
of the money sup ly. 

It La understood that. this practice will disappear under the new 

legtelation conte.latod by the goeit seems to be 

$ 
rLcesstry on t.he part of the Fund. 

2, Co-1xiatsncs of Official Rats (16.50) wIth Buying Rate (13,38) and SUInL .ate (]) 

P1* nernationa1 iinancia1 tatist,ice (vol. 6, No. 1, January 193) lists for 

191i6 the foUirag ratee m 

ficialm 16.0 cruasiros pr U S dol.lar 

3ellin ratem 13.72 cruzeiroe per U. . dollar 
- (1Crte) 

3uyinj rate $ 18.38 cruzeiroa per U S dollar 

(Fr..) 

According to info tion which i available in the Fund, be4nnmtg with July 
1:1146 the buying and ae1lth. rates of ].8j8 and 18,72 crussiros repeeti .ly war. 
appuicsble to all transact ana. 
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CONFIDENTIAL 

June 27, 1955 

To: Members of the Executive Board 

From: The Acting Secretary 

Subject: Exchange System_ -Brazil 

Attached is a memorandum by the staff, based on information 

available, regarding the conunication from the Government of Brazil 

informing the Fund of its intention to shift Brazil nuts and sisal to 

Category Iv (Ei13S,'55/25, Sup. 2). 

This matter, together with the report by the staff on the 

Article XIV consultations with Brazil, has been placed on the agenda 

for Meeting 55,/LiM-, Wednesday, June 29. 

Att: (i) 

S 
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Contains Confidential 

. 
INTERNATIONAL MONETARY FUND 

Brazil: Change of Export Rates for Brazil Nuts and Sisal 

Prepared by Western Hemisphere Department 

and Exchange Restrictions Department 

Approved by Irving S. Friedman and Jorge del Canto 

June 27, 1955 

By a cable of June 24, 1955, the Brazilian Government has informed 

the Fund of its intention to shift Brazil nuts and sisal to Category 
IV 

of the present classification of export products (see EBS/55/25, Sup..2). 

The significant change involved in this measure is that the effec- 

tive export rates applicable to the two comriiodities meutio1ed above will 

be raised as indicated below. 

According to the available informatin, the shift for Brazil nuts 

is from Category II to Category IV. The new export rates will be 

Cr50.06 per US$1 for export proceeds in convertible currencies and 
the 

pound sterling and presumably Cr48.O3 for export proceeds in other 

currencies. These compare with the present rates of Cr37.06 and 

Cr$35.55, respectively. Tha increase in effective rates is about 35 

per cent for all currencies. In the case of sisal, the shift is from 

Category III to Category IV, involving a change of effective export 

rates from Cr43.O6 for convertible currencies and the pound sterling 

and presi.rniably Cr41.3l for other currencies to Cr$50.06 and Cr$48.03, 

respectively. The increase in effective rates is about 16 per cent. 

The percentage of discriminatory differential in favor of export 

proceeds in convertible currencies and the pound sterling appears 
to 

remain unchanged for both commodities at about 4 per cent. 

The following data are available from Brazilian official foreign 

trade statistics as to the value of Brazilian exports of the commodities 

in question during 1953 and 1954. 

Total exports of Brazil nuts (shelled and unshelled) were $11.2 

million in 1953 and l26 million in 1954, representing 0.72 per cent 

and 0.81 per cent of total export trade, respectively. Exports of sisal 

amounted to $3.9 million in 1953 and $9.1 million in 1954, representing 

0.26 per cent and 0.58 per cent of total export trade, respectively. 

During 1953, about 64 per cent of exports f Brazil nuts went to 

the United States and about 28 per cent to the United Kingdom. In the 

same year, about 54 per cent of exports of sisal went to the United 

States and about 27 per cent to West Germany. 
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No data are available n recent trends of both vüume of exports 

and prices of the commodities in tuestion. 

1s stated In s/55/25, Sup. 2, the staff proposes that the Board 

consider this matter on Jednesday June 29, along with the Article XIV 

Consultations Report on Brazil. 
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CONFIDENTIAL 

June 25, 1955 

To: Members of the Executive Board 

Frcm: The Acting Secretary 

Sujct: Exchange System - Brazil 

The following communication from Brazil was transmitted to 
the Fund after the close of business on Fr±day, June 211.. As it does 
not appear practicable to obtain immediate Fund approval, the staff 
proposes that the Board consider this matter on Wethiesday, June 29, 
along with the Article XIV consultations report on Brazil. 

(Translation) 

In addition to ours of yesterday we communicate that 
besides the change of cocoa already mentioned, Brazil Nuts 
and. Sisal will be transferred to the Fourth (IV) Category. 

Prudente Morais Neto 
EecutLve Director 



Transmitted to Members 7/2/5.5 - Check Sheet and transmittal 
letter filed: S 731 Transmittal Letters to Members 

E. B. Decisions 

INTERNATIONAL MONETARY FUND 

Executive Board Decision No. 436-(55/43) 

Subject: BRAZIL - EXCHANGE SYSTEM 

1. Brazil has informed the Fund that the bonuses to be paid to cocoa beans shall be the same as 
those applying to exports of products listed in Category ifi. Exports in Category Ill receive fixed 

bonuses of 24.70 cruzeiros in convertible currency and pounds sterling, and 22.95 cruzeiros in other 
currencies. 

2. The Fund does not object to this shift of cocoa to Category ifi. The Fund understands that the 
bonus for cocoa exports in convertible currencies and pounds sterling continues to differ from the . bonus for such exports in other currencies. Therefore, the Fund, in accordance with its decision of 

January 28, 1955, does not take action on this aspect of the proposed shift at this time. 

3. The Fund intends to review the Brazilian restrictive system and related matters during the 

forthcoming Article XJV consultations scheduled for June 29, 1955. 

The foregoing is the text of a decision of the Executive Board taken at Meeting 55/43, June24, 1955. 

Roman L. Home, 
Acting Secretary 
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For Immediate Attention 

To: Members of the E1zecutive Board 

FroIkl: The Acting Secretary 

Subject: Ecchange System - Brazil 

FOR 
AGENDA 

EBS/55/25 
Supplement 1 

CONFIDENI'LAL 

June 23, 1955 

Attached are the staff's recoir.mend.ations regardIng the 
proposal from Brazil (ELS/55/25). This subject has been placed 
on the agenda for Meeting 55/11.3, Friday, June 2k-, 

Att:(l) 



CONTAINS CONFIDENTIAL INFORMAT 

INTERNATIONAL MONETARY FUND 

BRAZIL: Pro sui toChene the Export Rate for Cocoa Bean 

Prepared by Western Hemisphore and Exchange Restrictions Departments 

(in consultation with the Legal Department) 

Approved by Irving S. Friedman and Jorge dcl Canto 

Juno 23, 1955 

I. Brazil's Prposa1 

A cable dated June 23, 1955, from the Superintendency of Money and 

Credit, Brazil (suMoc) requests the Fund's approval for the transfer of 

cocoa beans from categ-ry II to category III of the present export 

categories (see EBS/55/25). The cable states that the proposed measure 

Is one of the steps aimed at simplification of exchange rates, in line 

with a previous similar change relating to cotton exports (see EBS/55/21). 

II. Evaluation of the Proposal 

The significant change involved in the oposed measures is that the 

effective export rates applicable to cncoa beans would be 43.1fl6 per 

USlOO, for convertI-,1e currencies and the pound sterling, and presuma- 
)1y Crp 413l per USl.00. for all other currencies, instead f,the px'e- 

sent. effective rates of Cr 37.06 and Or 35.55 prevailing so far. This 

reproents aniricrease in the effective rates of about 11.6 per cent for 

all currencies, The percentage of discriminatory differential in favor 

of export proceeds in convertibl3 currencies and the pound sterling 

presumably remains unchanged at about 4.06. 

Other products included in Category III are raw cotton, piassava, 

castor seeds, soya beans, hides and skins, sisal, cocoa cake, and paste. 

All other products - except coffee, sawn pine wood, carnauba wax, 

Brazil nuts, leaf tobacco and banaias, which receive Category II 

effective rates -- are classified in Category IV, for which the effective 

rates are Cr$50.O6 and Cr48.,O3. 

Cocoa beans constitute the third most important export product of 

Brazil (9 per cent f total exports value In l#)54) being exported prima- 

rily to West European countries and the U.S. In 1954, Brazil earned the 

equivalent of l36 million out of cocoa bean exports, of which 33 million 

was in convertible currencies and l03 in inconvertible currencies. 

Figures of exports in 1955 are available only for January and show that 



the volwne of exports of cocoa beans in that month was only 3,579 tone, 

as against 4,69 tons in January, 1954. 

Cocoa prices in the main consuming countries have moved in 1955 

as indicated in the table below:- 

($ per 100 lbs.) 

U.S. U.K 

Average in 1954 57.74 55.23 

January, 1955 48.0 50.94 
February, 1955 46.0 4:3.53 

March, 1955 40.G 36.31 
April, 1955 37.511 36.53 

Later information is not readily available, but it is known that during 

the current week, cocoa future prices in the New York market have shown 

a declining trend,attributed to such factors as the easiness of the London 

market, increased sales by the Dominican Republic, etc. 

It is known that for some time cocoa producers have been requesting 

and pressing the 1vernment for a readjustment of the exchange bonus being 

paid to them, and for the elimination of the favorable treatment for 

manufa'tured cocoa. After February 5, - when coffee was given a more 

favorable treatment - and principally after May 6, when cotton was shifted 

to Category III, this pressure grew in importance. 

III Recommendation 

It is noted that the Article XIV consultations with Brazil are 

scheduled for Board consideration on June 29, At that time the entire 

restrictive system of Brazil as of that date will be reviewed by the Fund. 

It is understood that the Brazilian authorities desire Fund action by June 

24 on the proposed shift of cocoa from Category II to Category III. There- 

fore, the following recommendation is proposed for immediate consideration 

by the Executive Boarth 

1. Brazil has informed the Fund that the bonuses to be paid to 

cocoa beans shall be the same as those applying to exports r,f products 

listed in Category III. Exports in Category III receive fixed bofluses 

of 24,70 cruzeiros in convertible currency and pounds sterling, and 

22,95 cruzeiros in other currencies. 

L 
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2. The Fund does not object to this shift of cocoa to Category III. 

The Fund understands that the bonus for cocoa exports in convertible 

currencies and pounds sterling continues to differ fi'om the bonus for 

such exports in other currencies, Therefore, the Fund, in accordance 

with its decision of January 2, 1955, does not take action on this 

aspect of the proposed shift at this time. 

3 The Fund intends to review the Brazilian restrictive system 

and related matters during the forthcoming Article XIV Consultations 

scheduled for June 29, 1955 
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EBS/55/25 

CONFIDENTIAL 

June 23, 1955 

To: Meubers of the Executive Board 

From: The Acting Secretary 

Subject: Excharge System - Brazil 

Mr. Paranagua has transmitted to the Managing Director this 
afternoon the followIng cable from Brazil with the request that the 
matter be placed on the agenda for Meeting 55/1i.3, Friday, June 24. A 
brief staff paper will be circulated as soon as possible. 

Interfunci for Octavio Paranagua Translation 

Please request approval of the Executive Board of the 
International Monetary Fund for the instruction being 
issued which transfers cocoa beans from Category II to 
Category III of Instruction 112. This is one of the 
measures referred to in my cable dated May 5, aimed 
at si.mplification of exchange rates under common 
objectives Brazilian Government and International 
Monetary Fund. 

Prudente cle Moraes 
Executive Director 
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S 
Ric th3 Janeiro, 

I ÔMAJ 1955 
ctp. DE-DIP-jj5 
Exthnge RestrLctior Depr-nt of ITIø1AL 3414TARY FUNI) 
i6i t, .w. 
Washington D.d. 

Dear Mr. Friedman, 

- In atttnt1on to a reiest frora Mr. Saøthetti 1en 
of stay with u, we are pleased tc c1oso herewith sets of 
tnbles ouiurchases and Ecthange auction4 for the months tf De - 

l95L and January and February 1955. ( 

We remain, 

Yours 4incrt1y, 

u., OF #?QAMENTO 

5yin.14tO LsW3I 
. -. 

Orig. & Enols E 
cc of letter: Mr. Paranagu.a 

WHD 
Mr. Kalivoda 

- ......- 
!. - '4; - 

(I .. !nciosures 
fi' /YC 

S M. C. 3 

4 
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EBs/55/21 

CONFIDENTIAL 

May 6, 1955 

To: Members of th xecutive Board 

From: The Acting Sec:cetary 

Subject: BrazilExchar.ge System 

The Managing Director has received the following 
communication from Mr. Paranagua. Unless an Executive Director 
requests that this matter be brought to the Board as a special 
agenda item, the staff will deal with it in the Article XIV 
Consultations Report, which is expected to be ready for circulation 
in the near futu.re, 

I received this morning the following cable from 
the Superintendency of Money and Credit, Rio de Janeiro, 
Brazil: 

We ask you to request Fund Board approval 
instruction we are issuing according to which 
cotton will be transferred from second to third 
category of Instruction 112, This and other 
steps will be taken towards simplification 
exchange rates in accordance common objectives 
Government and Monetary Fund. 

Octavio Bulhoes, 
Executive Director 

If it is detemmined that this change requires Board 
approval I should appreciate your putting it on an early 
agenda. 



Mr. Jorge De Canto 

A. 7os mud J. J. Thnc 

rszi 1- Cnge In zchsags st.. for Cotton sad Cocoa 

*3 6, 

u'ing 1.95k Brazil had a serious Imbalance po.itton in its bsla of 

payreots, p.rtiCul$rl4r in U.L tollara, primarily as a result of a decline 
in proceeds fron csft.. exports. 

Sin 195k total Iort. were at practically the level. as 1953, but 

aparts were at a kisr live 1. Trade with urops shoved ma increase in 

both export. sad 1srts, ,ttle exports in convertible currencies were re 
duced, 

Tb. most signifiesat factors is the increased exportS Is the asa4s2Jar 
ares were the sstantis1 increases in the value of cottam ($IIG aillias is 
195k, conpsrsd with $99 million La 1953, cocos ($102 million in 195k sod 

$51 million 1 1953, sod other mine, exports ($391 million in 195k aM $87 
million to 1953, coffee exports being kept at 1i*it the s level in 

spit. of a reductios lvi the vol of exports (abest $kk9 million In 195k, 
ccmper.d with about $35 million in 3.9iJ. 

This 'wi M1 1ml of export. represents met osl.y th. benefit fr 
hisv ta*ea'$ionai prices prevailing during 1954 but also an increased 
vol of ss't. that wes mad. possible by the tnc.ntive of a more dvslued 

S 
ratS of XC. a1ic*b]* to thOSe products. 

'ng l$k, eatil Augt, pesdesta other then coffee vex. receiving an 
export bsgs of Cr410.00 per L$. Isilar, or its ecuivs1ent. On August 16, 

195k, a f'ther tassotive wa, given by the provision that this Cr410 bonus 
would apply to only 80 per cost of the value of exports sad that on the 

remaining per cent a prs.i equae.1 to the difference between the official 

rats of exchang. sad the svm free market rat. would be p.14 

More recently, on January IA, 1955, b's.il increased the number of 

export bonuses fr two to tour sod class If 1.4 export products into tour 

categories. A osv feature was alec introduced, a1y, that a les, favor- 
able bonus 14 apply to exports mad. In toco4vertibla currencies, except 

for xports in po sterling, which were tweaked the sane as for lo liar 

xpo?ts. 

In fact, this disezisiast ion was not a nsv featwe. 8toc. August 16 

there bad bees a diSThrence to effective ezs proceeds, due to 

the ) per cent qn.tam that vex. p.1.4 at the free whet rat. In reality, 

this new a.asure ba. resulted In a reduction of effective rates sod the 

disappearance of dtscrimlmatioa between soy two inconvertible currericiea 

(other than pounds sterling). 
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Baj cotton and cocos bs.ns vre both classified is the sicoad cstsgorr 
sod weze rc.ivj*( on effestive M xsts of Cs .06 tsr dollar 
tn ouod stez'11i4 orta end C$35.55 tsr ether e.rzeoey onperts. 

It ee.ra that the sostinvse of the inflaticeery spirsi is brasU, 
psrbsps a*s acceatsated is the second part of the year rz the sew 

I 1 cone thto effect, h&s to * certs! n .Itt.at reduced, des 
to tacressed costs of production, Ui. stiaslas for expeirtattas of then 
products gton by the above seut toned increased bones. sever, in accord- 
ae vith la.test nsrts frcs lissil, the ,o1 of stocks of cotton 
coetises. to tecreses. ly the end of ebr%asry stocks asounted to about 
l3l,5$ astric toes. Os 1rcb 26 they have bean reduced to 26,09 aetric 
toss. o ceoperabie ifoz'tton ii available for cocos. The bsrv.sttn 
of the l95is/5 cotton crop started this acath, and to accordance with 
nonofficial sttastes it is expected to be slightly higher than the 1953/51a 
crop, when O,OOO tons yr. harvested. 

Po det*Uad isforestion is available, but it is kaovn that fur s 
tise both cotton sod cocoa prodiz.rs hay, been re.entin sad pr.ssiag 
the Govegt for a rendjssta.M of the sachaspe bsees being paId to thee. 
This pres.e grew Ic t*'tanc. after li*t Pbrusz 5, when the bonus paid 
on aaM of the first estelory (coffee) was retied to the level of the 
second cstsgory. 

As pointed cot se, rsstU*.n exports of isites aM *1*. -. 
priasrily to the esa-doUar area. ?sblea abseisi the puee ed tetal 
trade and the yin feporters of those two prots en stts*sL 

It has _ bess reported t on hey i, l95, eØlss aM 
shifted fra export Catgory II t Category UI. This represent. a di. 
prectation of sc 3 Per cent. The effective rat.. for cotton end cocoa 
xport. are - C$1s3.06 in the ces of coovertibis currencies and pounds 
strlin and Cr01.31 per dollar for other currencies. 

$rsstls *ftsattw. art Rates 

(Is cientiss per £sUsr) 

Cittb3e currencies Inconvertible 
aM JOU*$ ii4rlint Currencies 

First Category -ac xports 3150 30.22 

scaM Cstsy-ecftis, isan pie. aM 
wood, carosubs , Irazil onts, leaf 
tobacco, 37.06 

Third Category--z'sv cotton, cocos beans, 
cocos cab. and paste, castor seeds, 
soya be*ns, bids. and skins, sisal, 
ptmssavs 3.O6 L3l 

Fourth Cstogjoay*other product. act 
included in first Une. categories o.o6 e8.03 

( 



a 

-3- 

Cottoa is the secoM most 1tsat .zport p1tu4*t, end cocos the 
third iot isstsnt. The rrsleUv. iortace or them. two i&tttas, 
both with v.1attsn to the total of .zporta ax with relation to mot.r7 
ares, is uie in the tablo below. 

k%s1* crts-?rincial CdLtia 
by Currey ires 

(Ia alUloos of to11ars) 

1953 19 

Cotwrtthle Ii.svertLb1e Coav.rtib:Le lnconw.rtibl. 

?rotts cuzicis. çstes cvr'rerct.s curr,ui.. 

$ Coft. 655.5 1u3,7 à99.3 

cotton 2.6 99.2 3.1 22U.O 

Cocos 211.7 50.6 .2 1G2.te 

Other .11 oø.6 

Total 68.2 6T1.l 599.9 9b1.9 

ill,1 

S 



Br.sils zports by Irinctjn1 Cmodt1üs 

(In 't114o of oru4ro.) 

,rcffeo Cttcsi Coc Qthe 
%ot %ot of 

-- Va Tct2 To1 V1 Tot1 Vuo TQ1 Total 

1950 15,9Q 64 1,936 8 1,e46 6 5.623 22 24,933 

19,443 60 3,823 IZ 1,2% 4 7,967 24 32,514 

1952 19,213 74 640 2 763 3 5,449 21 26,065 

1953 21,6% 68 2,238 7 2,532 5 6,581 20 32,04? 

4,/3q 9 rin.. b29P 
) $2-9 5j7 65i-3* $rj3j7 

3ncoaotiil, fl]a*o$, 2953. 

S 



cc6ç 'côt tci otb ti 

cc't rc91. 9h2't 

69 9L 4e 

r9ct O'69 86 
£'L9 6'6 9I4 

L66 t'Stt 

r6c 9 
rtt 

$6t t6t o6t 

(oXT$n.zo o Lt['4 tI) 

LLO) td0iA1 4q 'IOOO jo edxj st;z.tj 

6t 9Z '26I 'TTAI OP D!jW ouiy seo 

a' 66C9 Lz'C V%6't 

- 7t r't - 

C'9 o6I 
L'98t 9't 

tsc z"Yi't P% 
6t 6I 

(sot 1J0 tttTI u) 

tLTP iZq 'uo.o 30 2Od $t;-4 



Received in Correspondence Section 5-6-s, 6:30 p.m. 

Office Memorandum 

TO Mr. Ivar Rooth, Managing Director 

PROM : 0. Paranagu. 

SUBJECT: Brazil Exchange System. 

DATE: 
May 6, l9S 

I received this morning the following cable from the 
Superintendency of Money and Credit, Rio de Janeiro, Brazil: 

WE ASK YOU TO REQ1JST FUND BOARD APPROVAL INSTRUCTION 
WE ARE ISSUING ACCORDING TO WHICH COTTON WILL BE TIANSFERRED 
FROM SECOND TO THIRD CATEGORY OF INSTRUCTION 112 STOP 
THIS AND OTHER STEPS WILL BE TAKEN TOWARDS SIMPLIFICATION 
EXCHANGE RATES IN ACCORDANCE COMMON OBJECTIVES GOV1tNMENT 
AND MONETARY FUND STOP 

OCTAVIO BULHOES, EXECUTIVE DIRECTOR 

If it is determined that this change requires Board 
approval I should appreciate your putting it on an early agenda. 

S 
S 



. 

. 

. 
S 

Original Text of cable received by Mr. Paranagu on May 6, 19. 

AW796 RIX29LR RIO ).9 72!P 

INTERFUND FOR OCTAVIO PARANAGUA WASHINGTONDC 

SOLICITAMOS PEDIR APROVACAO JUNTA DIRETORA FUNBO INSThIJCAO 

ESTAMOS BAIXANDO PELA QIJAL ALGODAO TRANSFERIDO DA SEGUNDA 

PARA TERCEIRA CATiGORIA DA INSTRUCAO U2 PT 

ESTA ET OUTRAS MED IDAS QUE SERAO TOMADAS TENDEM STMPLIFICACAO 

TAXAS CAiEi3IAIS DENTRO OBJETIVOS COMUNS GOVEFI.NO ET FUNDO 

MONETARIO 

OCTAVIO BULHOES DIRETOR EXECIJTIVO 



DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE 
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February i8, 1955 

To: Members of the Eecutive Board 

From: The Acting Secretary 

Subject: Brazil - New Legislation on &change System 

With reference to EBD/55/21, there is attached for the 

information of the &ecutive Directors a note prepared by the 

staff on recent Brazilian exchange regulations (Law No. 24-1O of 

January 29, 1955). 

Att:(1) 

Other Distribution: 
Department Heads 
Division Chiefs 



INTEBNATIONAL MONETARY FUTD 

Brazil: New Legislation on Exchange System 

Prepared by Western Hemisphere Department 
and Exchange Restrictions Department 

(In consultation with the Legal Department) 

Approved by Irving S. Friednan and Jorge Del Canto 

February 17, 1955 

The Eglish translation of Brazilian Law No. .?410 of January 29, 
1955, on the exchange system was distributed to the Board in EBD/55/2l. 
In the opinion of the staff this Brazilian Law does not envisage any 
immediate change in the Brazilian exchange practices, and therefore 

does not require at present any immediate action on the part of the 
kind. This matter will be explored at the time of the forthcoming 
Article XIV Consultations with Brazil. 

It is assumed that Brazil will consult the Fund in advance if it 
intends to change its exchange practices pursuant to the above indicated 
legislation. 

C 



DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE 

-- 
ED/55/2l 

....-. 

February 9, 1955 

To: Members of the Executive Board. 

From: The Acting Secretary 

Subject: Brazil - Exchange Surcharges 

- 
Attached for the infonnation of Executive Directors is 

an Eig1ish translation of Decree No. 2ZlO of January 29, 1955, of 

the Brazilian Government which has been received from Mr. Paranagua 

and. which is being reviewed. by the staff, 

Att:(1) 

Other Distribution: 
Department Heads 
Division Chiefs 



Decree O, 21.l0 of Januarp 29, 1955, Published in the 
iriOficialofJauary 31, 1955 

The Prestdet oZ the Reublie: I advise that the Nattona]. Congress decrees 

and. I sanction the following law: 

Art. 1. The rime f prior license for trading abroad, under the terms pro- 

vided. for in Law 2ll of December 29, 1952, is extended until June 30, 1956. 

Art 2. If the Ececutive Power considers it feasible to eliminate in whole 

or in part the public auction of exchange certificates and. consequent obtaining 

of import licenses, establishing that some or all imports be liquidated in the 

free market, the exchange surcharges obtained through the auction bids shall 

become the equivalent of the following percentages of the average auction bids 

in the auctions held in the last three months. 

1st Category 35%; 2nd Category 50%; 3rd Category 65%; 

Li-th Category 75%; 5th Category 100%. 

First Paragraph - Import licenses shall be granted to all those who request 

them with a payment of 50% of the surcharges corresponding to the respective 

categories. The balance shall be paid as a condition of custom clearance directly 

to the Bank of Brazil or to the customs itself, at the same time as the import 

duties, as provided for by SUMOC. 

Second Paragraph - That part of the surcharge paid to the customs will not 

be considered a customs receipt for any purposes. 

Art. 3. The court injunctions which may be requested for clearance of any 

type of goods coming from abroad, either without prior license or with a 

license which is considered to be false, shall observe the following norms: 

(a) In no case shall consideration be given to any preliminary suspension 

(suspensao liminar) of the seizure order against which the court injunction had 

been requested in accordance with Article 7, item 2 of Law 1533 of 1951. 

(b) Once the injunction is granted by the judge of the court of first 

instance, and if the President of the Federal Court of Appeal does not suspend 

its execution, this injunction will be valid before it is confirmed by the 

superior court only if the importer, in the judnent of the Inspector of Custcms, 

offers reputable banking guarantee or posts a bond of the federal public debt in 

the nominal value corresponding to 150 per cent ad valorena of the imported mer- 

chandise as prescribed in Article 6, paragraph li. of Law 215 of December 29,1953. 

Art. -i. The importation or introduction is prohibited, under any title, of 

any automobile considered a luxury (one), the price of which in the market of ori 

gin is in excess of $3500, the respective equipment being computed in the price. 

Art. 5. This law shall enter into force on the date of its publication, 

including its obligation, for this purpose the first Paragraph of Art. 1 of 

Decree Law 1657 of 19112 being revoked. 

Bio de Janeiro, January 29, 1955, 1311th. of Independence and 67th. of the Republic. 

(Signed) Joao Cafe Filho Eugenio Oudin 

Miguel Seabra Fagundes Baul Fernandes 



Mr. Octavio Paraijvs 

The inaging Director, 
Decree No. 2klQ 

2/9/55 

This i to acknow1ede the roceipt of your xnemoranthrn conmunicatin 

an ng1tsh translation of Decree No. 2k10 of January 29, 1955, of the 

i3razllinn overnrient. It has been circulLted to the 1zecutiy* Tirector for 

their tnhorration and is presently being 8tudied by the staff. 

cc: Mr. Del Canto 

Mr. Friedman 

CENffRAL .t 1'i,..p 

CFroEt t' 



Mr. Julio C. del Dolar 

3. J. Thackara 

Braz il--C of fee 

2/9/55 

With the de'reoiation of the rates for coffee exports offective Monday, 
ebruary 7, 1955, coffee prices have tAned downwards and the spot price of 

5l cents a oound ?or antna 4' a only 1 cent above the new minimum of ap- 
proximately 57 cents. Manizales are only 2 cents higher than Ssntoe 4's. 
Thi& would indictte that furthr eclinea in Eanto 4' s may be expected 
since Colombians usually sell at -about 3 cents more than Bra&iliane. An- 
othor indicetion of possible inOreainF conet1tjon from the ilda is 
yet'rdey'. decision Ln Colombia, lowering the minjaum from $110 to 95 a 
bag. The rice of futures is elso indieative of e ectat!on' of e declining 
trend. 

(Cents a 'ound) 

2/4/55 2/7/55 2/8/55 

March '55 59.80 56.4u 55.55 
May 54.55 52.05 51.65 
July 52.17 
sept. 50.91 48.80 468.00 

Dec. 49.91 4.05 47.50 

How far the price might go down further is ir4dic. ted by the discomt on 
for.nrds which reflects the exçctations of the trade. itli ?'arch t 55.55 

Scents, further acjustments in Brazil are suggested. For a tine1 and within 
1im1t, the Drazilian exporter ct.n circumvent the minimum by undarinvoiclrg. 

As shown in the attached table, the spot price of Santo 4' has fallen 
7-iJ2 cents in the 1at week. It will be recalled that last August the price 
decline wa in the order of about 20 certs, without the supplies of milds 
that are coming onto the market in the present situation. 



$'ctCoffeA Pr1ce 1p !4ewY 

k3rtdiian Colornbi 

!iza1ep 

- 
2J) 

Jan. 3 67.50 73.25 

4 67.50 73.25 

5 67.50 73,25 

6 67.50 73.25 

7 67.50 73.25 

10 67.00 73.25 
11 67.00 72.50 

12 67.00 71,00 
13 67.00 71.00 

.14 S 66.75 70.50 

1? 66.75 70.50 

18 66.75 70.50 

19 67.00 1J.50 

20 67,00 70.50 

21 66.75 68.25 - Traditi ont]. 3 cent d±fferential broken 
24 67.00 68.50 

25 67.00 6.50 
26 67.00 68.50 
27 66.50 67.75 
28 66.50 66.50 

31 66.00 6S.5L Co1orbian e11 below brazirn 

?eb. 1 65.50 64.50 

2 64.75 63.50 

3 64.50 63.00 

4 63.50 62.50 

7 59.00 60.00 -Coffe r.te rod fror 31.50 to 37.06 
58.00 60.00 



I 

I 

1937-39 
194O- 
1946 
19h7 
1948 
1949 
1950 
1951 
2952 
1953 Jan. 

Mar. 
June 
July 
Sopt. 
Dec. 

1954 Jan. 
Feb. 
Mar. 
Acril 
June 
ug 

Oct. 
Ncv. 
Dec. 

Brazil-Cof:fee Prices 

Canto in bUW L,rk 
(U. cst tL 

9.0 
11.8 - O} set price at 13.4 cents in 1942-44. 
21.8 price lifted in .July '46 

1 

26.8 
31.8 
50.9 
543 
-"4. 

54.0 
61 8 
6.O 

51.3 Frot-t in Brazil, July 3, 1953 
C1.5 
£1.3 

Ceiling 

72.5 
76.3 
7 C 

- !1gh pcLnt 05 centt on £kpril 1, 195.4 

(8.4 - June 3, 1954 87 cent minau 
7.9 -- Depreci..tion of export rate in Brazil 

61.8 
61.9 - Coffee dollar rate fixed Cr31.5O oar dollar 
nsa. 



Pebruary 9, 1955 

MIORAUM: 

TO: Ma. Del Canto 
Mr. 'riedi.n 
Mr. t?.old 

FROM: A. C. Proet 

Attached. is a trans1aton of Decree No. 214lO 

of the Brazilian Governnent which has 1'een received from 

Mr. Paranaua, This i bei circulated to the Board 

with a note to the effect that the steff is reviewing 

the matter. 

S 

/ 



Decree No. 2!;lO of January 2, 1955 PubliEhed in the 
- Diarlooficiar of January 

The President of the Republic: I advise that the National Congress de- 
crees and I sanction the foUo*ing 1aw 

Art. 1. The 'egime f prior license for trading abroad, under the terms 
provided for in Law 21h5 of December 29, 1952, is ex-t.ended until J.me 30, 1956. 

Art. 2, If the Executive Power csiders it feasible to eliminate in 
'ho1e or in partS the public auction nf exchange certificates and consequent 
obtaining of import licenses, establishing that some or all imprt& be llqui- 
dated in the free market, the exchange surc barges oit. ned through t he auction 
bids shall become the equivalent of the foLlowir.b percentages of the average 

f auction bids in the auctiona held in the .ast three month&. 

1st Category 3%; 2nd Catgory 5o; 3rd Categorj 65%; 

1th Category 75%; 5th Cotegory 100%. 

First Paragraph Import licenses thali be granted to Rllthose who re- 
quest thera with a payment of 50% of the surchargcs corresponding to the re- 
spective categories. The balance shaj.l be paid as a condition of custom 
clearance drectly to the Bank of Hrazil or to the custor.s itself, at the 
sane t.i.ue as the import duties, as provided for by SU1OC. 

eccnd i-aragraph - That part of the suroharge paid to the customs will 
not be considered a customs receipt for any purposes. 

Art. 3 The court injunctions which ay be requested for c Ic aranc e of 
any type of goods coming froo abroad, either without prior license or with 
a license which is considered to be false, shall observe the following norms: 

(a) In no case snail concideration e given to any prelirainury suspen- 
sin (suspensac lirninar) of the seizure order against which the court injunction 
had been equested in accordance with Article 7, it 2 of Law 1533 of 1951. 

(b) Once the injuncLon is granted by the jwge of the court of first 
Instance, and if the President of the Federal Corrt of AppeI does net susper:d. 
its execution, this injunction wiU be valid before it is confirmed by the 
superior court onl, if the importer, in the judent of the Inspector of 
Custoras, offers reputable banng guarantee or posts a bond of the federal 
public debt in t he nominal value corresponthng to 150 per cent ad valore of 
the imported mercna.ndise as prescribed in Article o, paragraph ii of law 21L.5 
of December 29, 1953. 

Art. L. The importation or introduction is prohibited, under any title, 
of any automobile considered a luxury (one), the rice of which in the market 
of origin is in excess of 35OO, the respective equipment being computed th 
the price. 

Art. 5. This law shall entr into force on the date of its p:blication, 
including its obligation, for this purpose the first Paragraph of Art. 1 of 
Decree Law 14657 of 19)42 being revoked. 

Rio de Janeiro, January 2 19h, 13).&th. of Independence and o7th. of the Republic. 
(igneci) Joao Cafe Filho bugenio Cudin 

Mgue1 $sahra Fagiuides Raul Fernandes 



(j; Office 

TO : Mr. Ivar Rooth 

Memorandum 
Confidential 

DATE: Feb. , 1955 

FROM Jorge Del 

SUBJECT Brazil -Extnsion of Leis:iation on the 'àuction System" 

I am attaching copy of Decree 2410 of January 29, 1955 

extending the auction system through June 30, 1956. 

There was little doubt that the legislation on the auction 

that was due to expire January 31, 1955 would be extended. It came 

as a surprise to us, however, the authority given to the Executive 

to eliminate the auctions of dollars if necessary. A part of or all 

imports would then be liquidated through the free market. Surcharges 

(presumably these at present include the auction bids) would in this 

event be fixed at 35%, 50%, 65%, 75%, and 100% for the five import 

categories, the surcharges being based on the average bids for each 

category during the previous three months. This new system would in 

effect reverse the arrangements, since at present the exchange rate 

is fixed and the surcharge or auction bid varies, while in the arrange- 

ments provided for in the above authority the exchange rate would be 

fluctuating and the surcharge would be fixed. 

We translated this Decree last week for Mr. Paranvgun and 

suggested that he communicate this legislation official3y to the 

Fund. If he has not done this as yet, I hope he will in the near 

future. Since Mr. Friedman has expressed interest on this matter, 

I have given a copy of the attached to him on an informal basis. 

Attachment 



n 

Office Memorandum 

TO Mr H. erJe CoChitn DAT: Feb. 8, 1955 

FROM Jorge Del Canto 

SUBJT: Brazil 

I have just received a phone call from Mr. Friedman indicating 

that you have requested some information on the present legislation 

extending the duration of the "auction system" for import payments in 

Brazil. 

I am attaching a copy of Decree 2410 of January 29, 1955 
extending the auction system through June 30, 1956. 

An interesting feature of this legislation is that authority 

1sgven to the xecitive to eliminate the auctions of dIThEif neces- 
sary. A part of or all imports would then be liquidated through the 

free market. Surcharges (presumably these at present include the auction 

bids) would in this event he fixed at 35%, 50%, 65%, 75%, and 100% for 

the five import categories, the surcharges being based on the average 

bids for each category during the previous three months. This new 

system would in effect reverse the arrangements, since at present the 

exchange rate is fixed and the surcharge or auction bid varies, while 

in the arrangements provided for in the above authority the exchange 

rate would be fluctuating and the surcharge would be fixed. 

We translated this Decree last week for Mr. Paranagua and 

suggested that he cormnuriicate this legislation officially to you. If 

he has not done this as yet, I hope he will in the near future. 

Attachment. 



- J '"p 

Dee No. 4lO of January 29, 195,PublIshed in the 
Diarlo Oficial of January 31 1955 

The President of the Republic: I advise that the National Congress do- 

crees and I sanction the following law: 

Art. 1. The regime of prior license for trading abroad, under the terms 

provided for in Law 2145 of December 29, 1952, Ia extended until June 30. 1956. 

Art. 2. If the 1xecutive Power considers it feasible to eliminate in 

whole or in part the public auction of exchange certificates and consequent 

obtaining of import licenses, establishing that some or all imports be liqui- 

dated in the free market, the exchange surcharges obtaIned through the auction 
bids shall become the equivalent of the following percentages of the average 

auction bids In the auctions held in the last three onths. 

1st Category 35%; 2nd Category 50%; 3rd Category 65%; 

4th Category 75%; 5th Category 100%. 

First Paragraph - Import licensee shall be granted to all those who re- 

quest them with a payment of 50% of the aurcharges corresponding to the re- 

spective categories. Thc balance shall be paid as a condition of custom 

clearance directly to the Bank of Brazil or to the customs itself, at the 

same time as the Import duties, as provided for by SU!'DC. 

Second Paragraph - That part of the surcharge paid to the customB will 

not be considered a customs receipt for any purposes. 

Art. 3. The court injunctions which may be requested for clearance of 

any type of goods coming from abroad, either without ior license or with 

a license which is considered to be false, shall observe the following norms: 

. (a) In no case shall consideration be given to any preliminary suspen- 

sion (suspensao liminar) of the seizure order against which the court injunction 

had been requested In accordance with Article 7, item 2 of Law 1533 of 1951. 

(b) Once the injunction is granted by the judge of the court of first 

instance, and If the President of the Federal Court of Appeal does not susnend 
its execution, this injunction will be valid before it is confirmed by the 

superior court only if the Lirporter, In the judgment of the Inspector of 
Customs, offers reputable banking guarantee or posts a bond of the federal 
public debt in the nominal value corresponding to 150 per cent ad valoren' of 
the imported 'erchandise as prescribed in Article 6, paragraph 4 of law 2145 

of December 29, 1953. 

Art. 4. The Importation or Introduction is prohibited, under any title, 

of any automobile considered a luxury (one), the price of which in the market 

of origin is in excess of $3500, the respective equijent being computed in 
the price. 

Art. 5. This law shall enter Into force on the date of its publication, 
Including Its ob1igtion, for this purpose the first Paragraph of Art. 1 of 

Decree Law 4657 of 1942 being revoked. 

Rio de Janeiro, January 29, 1955, 134th. of Independence and 67th. of the Republic. 

(Signed) Joao Cafe Filho 
Miguel Seabra Fagundes 
Eugenio Gudin 
P a,.l Wa....nA,s n 



Tranamitted to all Members 3/18/55. Check Sheet with 
attachments filed: 

S 731 Tranirnittal Letteri to Members 
E. B. Decisions 

January-June_1955 

INTERNATIONAL MONETARY FUND 

Executive Board Decision No. 395-(55/7) 

Subject: BRAZIL - EXCHANGE SYSTEM 

1. Brazil has informed the Fund that the bonuses to be paid to coffee exports shall be the same as 
those applying to exports of products listed in Category II. Exports in Category II receive fixed bo- 
nuses of 18. 70 cruzeiros in convertible currencies and pounds sterling and 17. 19 cruzeiros in other 
currencies. 

2. The Fund recognizes the need of Brazil to take measures to facilitate the export of coffee, and 
in this connection notes the shift of coffee to Category II. The bonus for coffee exports in convertible 
currencies and pounds sterling continues to differ from the bonus for such exports in other cur- 
rencies. Therefore, the Fund, In accordance with its decision of January 28, 1955, will take action 
on this matter after study and early consultation with Brazil. 

The foregoing is the text of a decision of the Executive Board taken at Meeting 55/7, Febru- 
ary 7, 1955. 

Albert C. Frost, 
Acting Secretary 



1'. J. 0. del aolar 

J. J. Thackara 

Bras 11 -xcbsng. systi 

2/7/55 

1. Coffee: venent slow in recent contha. Central Iasrtc*n cud 
Co1bian atl4s coning onto the market. The new ainisnim t 5..83 U. . cents 

P.0.B. Santos or 56.83 U8. cents P.0.3. New York. If there 1.0 a reo.vs4 
declining trend of prices, then the market price ma,r socu reach the n.y 
nitninur. This would be tudicat.d by present futures prices at present: 

11ev tnta 56 L3 Futures 
arvh 195 58.25 

May 1955 53.50 
July 1955 51.25 
3pt. 1955 50.05 
1c. l9 9.l5 

The abuve futures pricen would suggest that sonewbere between March and r 

the aark.t price would fsl.1 to the mtuiea. 

2. xchange zat: i1d4itional changes asy now be required on the 
export s18e. On th* pajnts side the min1.rn 'a,toe' will have to be 
raised to avoid cruseiro losses. 

3. Art. 2 of NOC Instruction 111: Pveab1y this provision is a 
form of zunranty from loss for the buyer abroad msu1ttn fron a ehae in 
the sinisnu price. It 1.. presbly not a grcnty- against ordinary aerkat 
variations in price. The problem 'would appear t, be bow one type of variatioa 

differs fro, the ot. This 'will require clarification as well as the 

aechanics of paying the aszsnty. one possibility 'would be * came where 
the U, S. iapart.r bqs $ lot of coffee at 56 cents $ posed, the equivalent 
of the mintata. The Brasilian Goveriasut then changes the at1II to 
cents. The whet price, in respons. to the nsv aia4, falls to 50 cents 
at the tla the U.S. 1porter resells. He has s'tsined s loss of 6 cents 
dt* to the action of the Brasiltan Governant. is would presaab]y be 
retabureed for the difference. 
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DOCUMENT OF INTERNATIONAL MONETARY FUND 
AND NOT FOR PUBLIC USE 

For Immediate Attention 

TO: Members of the Executive Board 

FROM: The Acting Secretary 

SUBJECT: Coffee Escoort Rates - Brazil 

FOR] 
AGENDA] 

EBS/55/1O 
Supplement 1 

CO1FIDENTIAL 

February 6, 1955 

The staff has prepared the attached memorandum on the 
change in the Brazilian coffee export rates notified to the Fund 
by Mr. Paranagua in his memorandum to the Managing Director dated 
February 5, 1955 (EBS/55/lO). A Board meeting for this item has 
been scheduled for Monday, February 7, 1955 at 3:30 p.m. 

Att: (1) 
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C ONF IDENTIP.L 

INTERNATIONAL MONETARY FUND 

Western Hemisphere Department 
and 

Exchange Restrictions Department 

Brazil: Change_in the Exchange Ratesfor Coffee 

Prepared by the Latin American (South) 

and Multiple Currency Practices Divisions 

Aoproved by Jorge Del Canto and Irving S. Friedman 

February 6, 1955 

B.y communIcation dated February 5, 1955, the Executive Director 
for Brazil informed the Fund of the decision No. 114 of Superentendency of 
Currency and Credit (sUMOC) granting to the proceeds -of coffee exports the 

bonus apolicable to Category II extorts. Presumably, this decision will 
become effective Monday, February 7, 1955. 

The nlication of Category II treatment to coffee would mean that 
the bonus will be increased from Cr 13.14 and Cr 11.86 per dollar for con- 
vertible currencies and sterling and for other currencies, respectively, to 
Cr 18.70 and Cr 17.19 per dollar, respectively. This results in effective 
rates for coffee of Cr 37.06 and Cr 35.55 as against Cr 31.50 and Cr 30.22 
prevailing heretofore, 

The comini.inication of the Brazilian Government states that this change 
has been prompted by the present world market situation for coffee and the 
desire of the Brazilian Government to extend, in so far as possible, a 
uniform exchange treatment for its basic exports. 

The steady growth in world production, a possible heavy marketing 
season for producers of mild coffee, the accumulation of large supolies and 
the possibilities of changes in the exchange system of Brazil have led to an 
increased weakness in coffee prices, both spot and futures. Furthermore, 
the traditional relationship between Santos' 4 and Colombian milds (Colombian 
muds usually sell at prices several cents above Brazilian prices) has been 
once again broken as both are being quoted at the same price. 

Legislation providing for a minimum price for purposes of domestic 
financing of the 1954-55 crop continues in effect. The existence of this 
minimum (87 cents per pound for Santos.' 4 or the equivalent of 20.32 cruzeiros 
oer pound) was one of the reasons for the lowering of the coffee rate from 
23.36 cruzeiros er dollar to about 31.50 cruzeiros per dollar August 14, 1954. 
This change resulted in a "de facto" change of the floor once for Brazilian 
coffee exoorts from 87 cents per pound to 64.5 cents oer pound. By November 
1954 the price of coffee had fallen to 72 cents per pound; on January 19, 1955, 
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it was further down to 67 cents per nound, and on Thursday, F'ebruary 3, it 
was down to 62.5 cents per pound, with the market fairly slow. 111th prices 
below the Brazilian export minimum of 64 cents per pound and the Colombian 
premium having disappeared -- and the Brazilians being unable to change at 
oresent the minimum price supoort policy prescribed by law of June 3, 1954 - the authorities have decided to deoreciate the exoort rate for coffee 
ex-orts, The extent of the depreciation is 17.7 per cent. With the new 
pronosed rate the effective floor is reduced to 54 per cents per pound. 
December's 1955 futures are now at about 51 cents per pound, although the 
difference of about 11 cents between soot and futures is considered 
abnormally large. 

The measures undertaken by the Brazilian authorities is designed to 
facilitate the realignment of the Brazilian supoly price of coffee to the 
orices prevailing in world markets and thus to facilitate the resumption of 
the flow of coffee exports from Brazil. Shipments to New York have been 
Blow in January, indicating reticence on the part of the U.S. buyers.1/ 

Accordingly, the staff recommends the following decision for 
consideration by the Executive Board. 

1. Brazil has informed the Fund that the bonuses to be paid to coffee 
exports shall be the same as those applying to exports of products listed in 
Category II. Exports in C.tegory II receive fixed bonuses of lg.70 cruzeiros 
in convertible currencies and pounds sterling and 17.19 cruzeiros in other 
currencies. 

2. The Fund recognizes the need of Brazil to take measures to facilitate 
the export of coffee. The bonus for coffee exports in convertible currencies 
and pounds sterling differs from the bonus for such exports in other currencies, 
Therefore, the Fund, in accordance with its decision of January 28, 1955, notes 
the oroposed change in Brazil's exchange system and will take action on this 
matter after study and early consultation with Brazil, 

1/The staff does not have enough information to comment on section 2 of the 
SUMOC instruction. No. 114. 



DOCUMENT OF INTERNATIONAL MONETARY FUND 
AND NOT FOR PUBLIC USE 

For Immediate Attention 

To: Members of the Executive Board 

From: The Acting Secretary 

Subject: Coffee Ejoft Rates - Brazil 

FOR 
AGENDA 

EBS/55/1O 

CONFIDENTIAL 

February 6, 1955 

The Managing Director has received the attached communication 
from Mr. Paranagua. The subject has been placed on the agenda for a 
meeting of the Executive Board at 3:30 p.m., Monday, February 7. A 
paper by the staff will be circulated later. 

Att: (i) 
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INTERNATIONAL MONETARY FUND 
Washington 25 D.C. 

Executive Director 

To: Mr. Ivar Booth, Managing Director 

From: Octavio Paranagua 

February 5, 1955 

CONFIDENTIAL 

I.have just received a telephone call from the Minister of 
F1naice of Brazil, Prof. Eugenio Gudin, to the effect that the 
:Q041of the Superintendency of Mone.y and Credit took . decision 
today to the effect that coffee exports be shifted from Category I 
to Category II in accordance with the export classiSicationof 
Instruction 112 of SUMOC. This increase in the present bonus 
extended to coffee has been prompted by the present world market 
situation f or coffee and the desire of the Brazilian Government to 
extend, in so 'ar as possible, a uniform exchange :tre.tment for 
its basic exports. 

I am transmitting to you the text of' Instruction liii of 
SUMOC embodying this decision, which .1 received by phone. I would 
like to advise the Fund of these steps. 



SUPERINTEIJDENCY OF MOI\IEY MID CREDIT 

INSTRUCTION No. ll!4 

In accordance with a resolution of the Council taken at 

its meeting of February 5, the Superintendency of Money and Credit 

makes public the following decision: 

10 When closing exchange contracts resulting from coffee 

exports, bonuses to be paid. shall be the same as those applying 

to the products listed in Category II, referred to in Instruction 

No. 112. 

2. $hould an increase in the bonuses referred to in item 1 

above occur within 115 days of any registered sale, and cause the 

buyer a price difference in foreign currency, said difference shall 

be compensated entirely in the same currency in cihich the purchase 

was made. 

3. These provisions shall apply only to sale contracts closed 

after the publication of this instruction in the "Diarlo Oficial". 



Febrtay , 1955 

coTIri;TIAL 

To: Mr. Ivar P.00th, !anaging Dircctor 

1om: Octavio Parunagua 

I hve jiit received a teieone call from the inister of 
inance of Brazil, Prof. iugenio Gudin, to the effect that the Council 

of the upe.L-intendency of Money and Credit took a decision today to 
the effect that coffee exports be thfted from Category I to Ctcgory II 
in accordance rith the export cl&sification of Instruction U2 of 
SiJT(JC. This increase in the present bonus extonded to coffee liar been 
prompted by the present world market itut ion for coffee and the 
desire of the Brazilin Government to c:tend, in co far as possible, 
uniform P.xchnge treatment for its basic exports. 

I & transmitting to you the t::t of Instruction 114 of UTTOC 
eibodving this decision, which I received by phone. I tou].d like to 
tc3v1se the Fund of these steps. 

. 

. 
I 



SUPETEIDCY OF MONEY AND CREDIT 

INSTRUCTION No. 11.4 

In accordance ;'i..th a resolution of taa Council taken at it 

Ine.ting of February 5, the Superintendency of Money and Credit 

makes public the foflowing decision: 

1, When dosing exchange contra cts resuJ.ting from coffee exports, 

bonuses to be paid shall be the sane as thone applying to the products 

listed in Category II, referred to in Instruction !o. 112. 

2. Should an increase in the bonuses referred to in iten 1 above 

occur vrlthin 45 days of any registered sale, and cause the buyer a 

price diiference in foroii currency, said difference shall be corn- 

pensated entirely in the sane currency in which the pu.rchase was 

. made. 

3. Those rrovsions øhall apply only to sale cont.acts closed 

after the publication of this instruction in the Diario Oficial". 
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1 INTERNATIONAL MONETARY FUND 

Feb. 2, 19 

Mrs. de Vries: 

Your comments, please. 

IS F 

9L 

Irving S. Friedman 
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pressure of heavy supplies fron 
' iiAT YEAR'S LEVEL Mexico and Central America4 

Many of these countries do no 
have storage facilities for coffea 

FOR COFFEE IS BACK and ship the crop as soon as it ii 
harvested. While these grades ar 

n selltng at a discount little inter 
est has been shown for Brazilian Continued From Page 1 coffee at minimum export prices4 

Colombian coffees, which nor tions. Normally major producers 
guarantee prices against reduc- mally sell at about a 3-cent-Ae 
tion for at least a month. When pound premium over Santos 4's, 

are selling at the same prices as the new prices were announced the basic Brazilian grade. While late in January roasters said no official figures are available there would be no further changes it is estimated that Colombia ha for fifteen days. a normal supply of about 1,000. The retail movement of coffee 000 bags (132 pounds to a bag) prices has paralleled quotations of coffee to sell before the new for green coffee. Last week the crop is harvested. price of Santo 4 (the basis of 
most of thG btew consumed in Brazil Has Carry -Over 
this country) fell to 62.5 cents a Brazil, on the other hand, ha pound delivered in New York a large carry-over. On Dec. 31 Harbor. The price compares with 
the previous 1954-55 low of 64 there were about 9,000,000 bags 
cents on Aug. 31 and about of coffee available from the 1954 
equals the quotation of a year 1955 crop, according to George 
ago. The peak for the grade was Gordon Paton & Co., coff econ- 
95 cents on April 1. omists. The figure compares with 

The present price of the Santos 6,550,000 bags a year earlier. 
4 coffee is well below the mini- In order to move the substan- 
mum export prices of about 67 tial supplies it appears that Bra- 
ents a pound established by Bra- zil must reduce prices to become 
il. The lower figure is based on competitive with the world mar- 
uotations of resale prices for ket. The high price of Brazilian 
e grade, coffee last year was one of the 

main factors resulting in the Market Under Presstire large carry-over. 
Despite danials by the Brazil- Total exports of all grades of 
n Government as recently as Brazilian coffee were 10,916,976 t week that there would be bags last year, compared with 
y change in policy that would 15,558,446 in 1953 and 15,823,006 
rmit coffee export prices to in the preceding year, according 

e, many here look forward to to Paton. The figure for 1954 was 
er prices before the end of the the lowest since 1910 except the 

at quarter of the year. war years of 1917, 1918, 1942 and 
he coffee market is under 194g. 
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ADVERTISEMENT 

plant -location 

--------I' 
What transportation 
facts do you need? 

Recently, a container manufacturer 
using our Iustrial Location Service 
to help select she right spot for his new 
plant, sent in this request: "We've got 
to be located where we can supply all 
areas of our market within 36 hours at 
a cost that will let us compete for new 
business." As in many other businesses, 
the transportation costs and schedules 
Involved could make or break his pro- 
posed operation. But ILS found the 
perfect location-fast. 

Here are some of the reasons why. 
ILS can give complete, up -to -the -mm. 
utefas on transportation costs, sched- 
ules, and facilities. Whether your busi- 
ness calls for assembling heavy or bulky 
water -borne materials, or for the use 
of air transport to get there fast, 
ILS can give you all the facts-secured 
firsthand from dozens of carriers. 

We even maintain a Washington 
office to help in transportation prob- 
lems. From this listening post we get 
current reports on tariffs, regulations, 
and schedules. And all of this infor- 
mation is included in our free transpor- 
tation reports. 

We fill In th. picture, too 
But this isn't the only type of transpor- 
tation data ILS supplies. For one spe- 
cialty -goods manufacturer we did all 
this: located sites with suitable ware- 
houses for ceramic bodies, and within 
a short distance ofLCL terminals. Even 
more important, we found him avail- 
able sites with privaterailroad sidings. 

For every suggested location, ILS 
also prepared rates forassembling ma- 
terials and distributing flaished goods 
to given points. Supplied comparative 
rates for air, rail, water, and highway, 
too. The manufacturer received these 
facts for a number of sites in less i/ia 
ten days. Helped him pick just the ri 
spot without delay. 

Department store sales in th 
United States in the week ende 
Jan. 29 were 1 per cent highe 
than in the corresponding wee 
a year ago, according to the Fe 
eral Reserve Board. In the pr 
vious week and in the four wee 
ended Jan. 29 they were 10 p 
cent higher than in like perk 
of 1954. 

Six of the twelve distri 
showed gains in the latest we 
The heavIest, 10 per cent, was 
Atlanta. Minneapolis equalled 
figures of last year. The heavie 
year-to-year decline was 4 p 
cent in Richmond. 

Information on business in V 
various districts follows: 

New York 
New York's department tc 

sales dropped noticeably 1 

week. They were 5 to 10 r 
cent below the like 1954 pen 
Spring business was to have b 
gun on a large scale in the stor 
during the week. But snow a 
cold weather thwarted hopes f 
appreciable volume. The corr 
ponding week last year foi 
stores with ideal weather 
sales performance was satisf 
tory. 

Business in the women's w1 
sale apparel markets contir 
strong. Orders for better-pri 
sportswear for spring were h 
ier than in the preceding 
and dresses were re-ord' 
Sales of men's and boys' c 
ing, particularly work dc. 
were also good. 

Demand for cotton print 
decreased in the textile 
but the call for bo 
rayon pocketing tu 
Buyers who 
needs for f 
tered the 

Other free piant.sltei 
Transportation won't be 
concern when you're looki 
plant location. But no mat 
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Office Memorandum 

TO : Mrs. Margaret C. de Vriea DATE:February 3, 1955 

FROM : Ugo Sacchetti U 

SUBJECT: Draft Minutes of EBM 5J5 "Exchagystern- Brazi3" 

My comments on the draft minutes in question follow. As an intro- 

d.uction to them I must say that they tend to point out something which is 

factually not correct, rather than discrepancies 'oetween what was actually 

said at the meeting and what i in the draft minutes. At p. 1, line 20 

(statement by Mr. van Campenhout) and at p. 3, line 12 (statement by the 

staff representative), the percentage difference between the effective rates 

for the convertible currencies and the pound. sterling on one side and the 

other currencies on the other side is indicated as being 4.2 per cent. The 

percentage differential! actually are 4.o6 per cent for Categories I, III and. 

IV and 4.07 psr cent for Category II. On the basis of this I would say that 
a change is desirable either in p.3 (staff) or in both pages. My suggestion 

would be to change '4.2 per centU into either "about 4.06 per 5flf or "about 

4 per cent." 

I am most concerned with what appears in the draft as the explanation 
by the staff representative, and particularly with the statement that " the 

new regulations did not involve a new discrimination in favor of sterling" 
(p. 2 last paragraph). 

In the first place this is in conflict with what is said later in 
p. 3, line 8, to the effect that the elimination of a discount with respect 
to the dollar (even though lees than 1 per cent) has been brought about. 

In the second place, any statement as to the magnitude of the existing 
discount of the pound sterling vis-a-vie the dollar should be accompanied by a 
late, in consideration of the fluctuating nature of the free rates for the dol- 
lar and the pound. A a matter of fact on December 24, 1954, the last day for 
which I was able to secure data on free market quotations, the pound. sterling 
was nuoted in Rio at about 4.06 per cent discount which resulted in a "calculated" 
rate (8o% -2O mixing) of Cr$33.5l which, compared with the 34.144 dollar rate, 
presented a discount of about 1.85 per cent (not "less than 1 per cent"). More- 
over, on that date, the Belgian franc was quoted at only 2.28 per cent discount 
in the free market which resulted in a discount of 1.34 per cent in the "calcu- 
lated." effective ex-oort rate. In other words, if December 24 is taken as a 
reference, on that day the rate was more favorable to exports to Belgium than 
to the sterling area, whereas, after the introduction of the new system the 
rate system favors exports paid. for in pounds sterling by 4 per cent. I would 
hesitate to say, in presence of these facts, that no new discrimination in 
favor of the pound sterling is introduced. 

In the third. place, and. also on the basis of the facts above, it 
appears that the significance of the new measure for the direction of exports 
should be judged on the basis of what would have happened under the old system. 
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In this connection nobody could exclude that the pound ouotation in the free 

market would tend to present larger percentage discounts in the future, both 

in respect to the dollar and in respect to other currencies. No acceptable 

argument, however, could be based, of course, on speculations about future 

developments in the free merkt. It would seem advisable, therefore, to stick 

to the known facts wnich, insofar as I can see, are: 

1) With respect to what the situation was at about the time of the 

new measure, the discrimination brought about in favor of the 

pound. sterling is far from being negligible. 

2) The new measure, with reenact to the previously revailing practice, 

signifies that the poibil1ty of an appreciation of the cruzeiro 
the pound sterling larger than an appreciation vie -a -vie 

other currencies (opr the possibility of a depreciation of the 

cnizeiro vis-a-vis the -pound sterling less than a depreciation 

vie -a -vie other currencies) is eliminated. 

I am not suggesting that all these considerations be included in the 

minutes, otherwise we should rewrite them entire]y. I think that to keep the 

changes to a minimum we could. introduce the following amendnents: 

p. 2, 3rd, line from botton: (the whole line relsced by) 
"situation in the free exchange market existing at about the time of 

the new regulations indicates that these regulations did not involve 

8. large favorable treatment in favor of exports paid for in pounds 

stcrliwit ren those in convertible currencies" 

p. 3, line 7, in parenthesis I would put "about 1 per cent". 

p. 3 line 10, instead of Uother European I would put 
t 1agppfl dollart countries". 

I 
/ p. 3, line 12, instead of "Lf.2 per cent", I would put either "about 

\ i4 per or "about 14.06 per 

I do not know to whe.t extent we may suggest changes in statements made 

by Executive Directors, The fact is that on p. 2, second paragraph, it is not 

correct to say that the new regulation eoffic a procedure that had been 

applied by the Bank of Brazil. The former procedure was official as well, 

with the only possible exception of the practice of applying a 10 per cent 

discount for the -our-pose of calculating the rates applicable to exports to 

"agreement dollar countries. 



S Feb. 7, 1955 
* 

Niss Hodel 

Irving S. Friedman 

Please note suggested changes in Brazilian 
minutes. )n page 2, third line from bottom should 
read ". , . situation in the free exchange market existing 
at about the time of the new regu1tions indicates that 
these regulations did not involve a large favorable 
treatment in favor of exrorts taid for in pounds sterling 
as oompred with those in convertible currencies." 

If you find the time, it might be desirable 
for us to have a brief discussion of these minutes. 
They contain a number of inaccuracies in the form of 
statenents by various Executive Directors. We, of 
ourse, do not feel that we can suggest changes In the 

stitements of the Executive Directors. 

P t tachment 

[IJ 



OUTGOING MESSAGE 

FOR PREPARING OFFICER 

[II] Night Lett.r 

El Ordinary 

Cod. 

SPECIAL INSTRUCTIONS 

nWss/5, i/28/55 
ENa/55/b, Fup. 4, 

A. C.FROST 

By F. 1I.del 

Departm.nt Cecy'. Off1 

Date 
January $1, 1955 

AZATION 

Signature 

Second Signature When Required 

FOR CODE ROOM 

Time Received 9:50 AM 

Time Dispatched 1lsO AM 
Number ol Worda 258 

Log l?22 

Route ALL AMERICA 

Operator AT 

cc: g. Dir. 
INTERNATIONAL MONETARY FUND Dep.Mg.Dir. 

Washiogon 6, D. C. Mr.Paranagua 
ERD 
1HD 
LF 

To: ir oatavie Bu].hoes 
TRE Diretor Ezecutivo 
SEC 8uperiatsasacia da *ca e do Credito 

NO 45 Rio do Jaseirs, Brazil 

Reference your cabi. Is. ., Executive Board took following 
a ion: 

QUS!I January 17, 1955, the Fund took the following 
deci steat 

ximi 1. Brazil has requested the Fund's approval 
for chingos in its exchange system which would classify 
exports into four categori.s with fixed bonuses applying 
to each category. The four categories and bonuses are: 
(1) green coffee - 13.14 cruzeirea; (2) raw cotton, sawn 
pine wood, cocoa, carnauba wax, Brazil nuts, leaf tobacco, 
and banaus - 18.70 cruzeiros; (3) piassava, castor seeds, 
soya beans, hides and skins, sisal, cocoa cake and paste - 

24.70 cruzeiros; (Ii) other products - 31.70 cruzeiros. 

2. The Fund does not object to those chengee as an 
emergency measure, pending a subsequent review on the 
occasion of Brazil's forthcoming consultations under 
Article XIV on its transitional arrangements and other 
exchange mttere END iJrQtDTE 

After thi8 decision was taken, the Fund received the follow- 
ing cable 1. 3, dated January 17, 1955: 

teaUOTZ Bonuses referred our cable No. 31 must be 
understood on1 for exports payable in convertible curren- 
cies and pounds sterling. For other currencies bonuses per 
U.8. dollar viii be: 

1st category cruzeiros ii.86 
2nd cruzeiros 17.19 
3rd cruzeiros 22.95 
4th cruzeiros 29.67 

Buperintendencia da Koeda e do Credito END IPIEN- 
QTE 

After discuseiorl of this situation, the Find notes the con- 
tents of cable 10. 32 of January 17, 1955 from BrazIl, listing 
bonus s for exports payable in currenclea other than convertible 
currencies and pounds sterling. The Fund will take action on 
th:i- matter after study and early consultation with Brazil ID 

QTI 

Intrfund 



Director, Western Uemisphere Department 
Director, Exchange Restrictions Department 53O p.m. 
ACtiw A.ia1 Coune1 January 31, 1955 

Acting Secretary 

Exchange 8y.tem - Brazil 

This is to advise you that within the time specified, no Executive Director 
has objected to the proposal set forth in S/55/14, Sup. 14, (1/28/55). Lccord- 
ihgly, the Executive Board's approval is assumed. 

'a 

'79r FH31/55 



 
Transmitted to all ?lembere 3/18/55. Check Sheet with 

attachments filed: 
S 731 Transmittal Letters to Members 

B. B. Decisions 
January-Juiie 

1955 

INTERNATIONAL MONETARY FUND 

Executive Board Decision No. 391-(55/5) 

Subject: BRAZIL - EXCHANGE SYSTEM 

On January 17, 1955, the Fund took the following decision: 

1. Brazil has requested the Fund's approval for changes in its exchange system which would 

classify exports into four categories with fixed bonuses applying to each category. The four cate- 
gories and bonuses are: (1) green coffee - 13. 14 cruzeiros; (2) raw cotton, sawn pine wood, cocoa, 
carnauba wax, Brazil nuts, leaf tobacco, and bananas - 18. 70 cruzeiros; (3) piassava, castor 
seeds, soya beans, hides and skins, sisal, cocoa cake and paste - 24. 70 cruzeiros; (4) other 
7roducts - 31. 70 cruzeiros. 

2. The Fund does not object to these changes as an emergency measure, pending a subsequent 
review on the occasion of Brazil's forthcoming consultations under Article XIV on its transitional 
arrangements and other exchange matters. 

After this decision was taken,the Fund received the following cable No.32, dated January 17, 1955: 

Bonuses referred our cable No. 31 must be understood only for exports payable in convertible 
currencies and pounds sterling. For other currencies bonuses per U. S. dollar will be: 

1st category cruzeiros 11. 86 
2nd cruzeiros 17. 19 

3rd cruzeiros 22.95 
4th cruzeiros 29. 67 

Superintendencia da Moeda e do Credito 

After discussion of this situation, the Fund notes the contents of cable No. 32 of January 17, 1955 
from Brazil, listing bonuses for exports payable in currencies other than convertible currencies and 
pounds sterling. The Fund will take action on this matter after study and early consultation with 
Brazil. 

The foregoing is the text of a decision of the Exee-utive Board taken at Meeting 55/5, Janu- 
ary28, 1955. 

Albert C. Frost, 
Acting Secretary 



DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE 

For Immediate Attention 

To: Members of the Executive Board 

Frcm: The Acting Secretary 

Subject: Brazil - Exchange System 

EBS/55/ti 

Supplement l 

CONFIDENTIAL 

January 28, 1955 

There follows the text of the decision on Brazil discussed at 
Meeting 55/5 which will be deemed approved if no Executive Director 
indicates objection by 5:30 p.m. on Monday, January 31, 1955. 

Cn January 17, 1955, the Fund took the following decision: 

1. Brazil has reauested the Fund's approval for 
changes in its exchange system which would classify exports 

into four categories with fixed bonuses applying to each 
category. The four categories and bonuses are: (1) green 
coffee - 13.1)-i- cruzeiros; (2) raw cotton, sawn pine wood, 
cocoa, carnauba wax, Brazil nuts, leaf tobacco, and bananas 
- 18.70 cruzeiros; (3) piassava, castor seeds, soya beans, 
hides and skins, sisal, cocoa cake and paste - 2)-i-.70 

cruzeiros; (Li-) other products - 31.70 cruzeiros. 

2. The Fund does not object to these changes as an . emergency measure, pending a subsequent review on the 
occasion of Brazil's forthcoming consultations under 
Article XIV on its transitional arrangements and other 
exchange matters. 

After this decision was taken, the Fund received the following 
cable No. 32, dated January 17, 1955: 

Bonuses referred our cable No. 31 must be understood 
only for exports payable in convertible currencies and 
pounds sterling. For other currencies bonuses per 
U.S. dollar will be: 

1st category cruzeiros 11.86 
2nd cruzeiros 17.19 
3rd. cruzeiros 22.95 
13th cruzeiros 29.67 

Superintendencia da Moeda e do Credito 

After discussion of this situation, the Fund notes the contents 
of cable No. 32 of January 17, 1955 from Brazil, listing bonuses 
for exportcpayable in currencies other than convertible currencies 
and pounds sterling. The Fund will take action on this matter 
after study and early consultation with Brazil. 
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Mr. Isl Canto 

J. J. Thackara 

Brazil azchaes tee 

TIy way' of illustrating the extent of currency &tacrlaiUon in Brazil 
since last August, the attached table has been prepared. The table indicates 
the rates aj1yin to coffee exports ot1y, at the ttz of the Angust 1954 
change, limiting export rates to the tree market; and the thre, subsequent 
ebangee, i.e., imptebcr 1.);, 1954, Yben the U. S. ft.. market teas 3.0 per cent 
was taken in computing th. effective rate for currencies other than the U.'. 
dollar sun. the ourid; Ncverer U., rbn a fixed bonus ant, thererore, a 
fixed rate was established for coffee exports in U.S. dollars only; January 
I(, 195, vhen tvo set1 of fixed bonueea ier* established. on set for U... 
ctollars and sterling and another set for 0th. 
z !r*e rbe for btOrlth with a frte araL. 
the dollar, sterling was treated like dollar., 
a aifcrn ioain1 tree rite was tkeu eqiv.Li 
U. 3. dollars less 10 per cent. It is notaá U 
e1we cr .ic ecim.e.1 .han that for other c 
under review. 

currencies: nc. there was 
ra.e spprxizatLng that for 
whereas for other currencies 

to the frs is.rket ra s for 
at th. rat. for sterling was 
rrs1i33 rin he perioi 

Zn the foliowin table the rates for coffee are placed in order of de 
pt.cLItiQn to in..ic.e e shiftsz 

ler cent 

August IA, 1.954 / other c.rt.mcis. 
30.49 Pov.d ncerltn 
31.49 U.S. dollais 3.0 

September 1);, 19,4 29. Other currencies 
30.69 P'i.ns sterling 3.); 
30. .9 0.3. ioUars 

Nvernber 11, 1934 31.29 Other currencies 
31.50 U.S. dollar. 
3229 Pounds sterling 3.2 

January 1. , l5 30. 2 Other .urreacias 
31.50 Pounds .ter1in .2 
31.50 0.3. dollars 4.2 

l[ tnci there e no tre. market in viftny currencies, the aak of 1rsztl 
prealaabl3' set nc.inal free market rates for this purpose. Presuesbly, 
al.o, the currecy discri nsin e& kave teen vera' sile, tnce*, 
e.g., in the event a free market rat. were the equivalent of Cr$30 .00 
per dollar, th. effective rats vuld be sp ozhae1J 23 pr cent. 
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Br11: cofrta OnlY 

Fro, October 1953 to 
£uuet 14, 1954 
(Ptxed bis of' Ci4 
3.0Cc per dol].sr 
18.36 plus 5.00 

August 14, 1q54 

September 14D 1954 

Uovber U. 1954 

January 10, 1955 

(Cruseiros per dollar or dollar equivalent) 

32.L9 
80% at 23.36 (18.36 plus 
5.00 boiniz) 20% at free 
rats of C$64 per dollar 

80% at 23.%0.% p1iis 
5.00 b,nvi); 20% at free 
rati of Cr%1 per dollar 

18.36 1ue fixed bcia 
of 13.14 per dollar 

*5O 

18.36 plus 1.1h bonus 

Storl int2" 

23.36 

72.49 
80% at 23.3 (1E.% plus 
3.CC benua) 20% at free 
rate of Gi59 p.r dollar 

80% at 23.36 (18.36 plus 
5.00 boz.)& 20% at free 
rate of Cs$60 per dollar 

32.29 
00% .t 23.36 (10.36 plus 
5.00 bonus); 20% at free 
rate of Cr148 per dollar 

31.50 
18.36 p1w 13.14 bor 

Crusiro rate 1'vid.d b, 2.80. 
In the ee of se e:c1a, thq free arket rtte Va& noelnal. 

21.36 

tifferent for sash 
r.uc1 dtpad'. 
°" 

80% at 23.36 
(10.36 plus 5.00 
bonus); 20% at 
free IQarket rtte 
for each of' the 
ctirrenei.e. 

29.6? 
*0% at 23.36 
(18.36 plus 5.00 
boats); 20% at free 
irket rate for 
U.S. dollars less 
10% or C,4%.9 per 
doiar 

00% at 23.36 
(18.36 plus 5.00 
bonus); 20% at free 
sarket rate for 
U.s. dollars less 
10% or 

18.36 plua 11.86 
berm. 
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EXECUTIVE BOARD MEETING 55/5 

1818 H Street, N. W. 
10:00 a. m., January 28, 1955 

Present: 
I. Rooth, Chairman; II. M. Cochran, Deputy Managing 

Director; Executive Directors: S. T. G. Akermaim, L. II. E. 
Bury, D. Crena de longh, C. Gragnani, Lord Ilarcourt, J. de 
Largentaye, J. Luna -Guerra, 0. Paranagua, F. A. Southard, 
B. Tann, A. van Campenhout, T. Yumoto; Alternate Execu- 
tive Directors: T. Frits, B. B. Callaghan, 11. M. ii. A. van 
der Valk, 0. Donner, C. P. Caranicas, P. J. Keogh, A. de 
Lattre, J. C. Gouvea, V. G. Pendharkar, J. II. Warren, A. 

Mansour, J.S. Ilooker, K.1I. Yu, M. Toussaint, B. Wongswan; 
A.C. Frost, Acting Secretary; F. Hodel, Assistant Secretary. 

Present for Items: 

1-2--P. J. Brand, Western Hemisphere Department; 1-2-- 

J. Del Canto, Western hemisphere Department; 1-2--J. II. 

C. de Looper, Exchange Restrictions Department; 1-.-J. 
G. del Solar, Western Hemisphere Department; l -2--M. de 
Vries, Exchange Restrictions Department; 1-5--Il. L. Dey, 
Director, Asian Department, 1-3--P. Ehrlich, Treasurer's 
Department; 1-3--J. G. Evans, Legal Department 1-3--C. 
B. Fink, Treasurer's Department; 1-2--I.S. Friedman, Direc. 
tor, Exchange Restrictions Department; 1-3--J. Gold, Legal 

llexner, Legal Department; 1-3--Y. 
C. Koo, Treasurer; 1-3--R. Kroc, Treasurer's Department; 
1-2--A. Mattera, Exchange Restrictions Department; 1-2--C. 

J. Pritchard, Exchange Restrictions Department; 1-7--J. 
Reid, Office of the Managing Director; 1-2.-U. Sacchetti, 
Exchange Restrictions Department; 1-3--E. Sturc, Deputy 
Director, European Department; 1 2--J. J. Thackara, West- 
ern hemisphere Department. 

I. Approval of Minutes 
The draft minutes of Meetings 54/65 and 54/66 were 

approved. 

2. Exchange System Brazil 
The Executive Board took up a cable from Brazil 

(EBS/55/4, Sup. 2, 1/18/55) providIng additional in- 
formation on the recent changes in Brazil's buying rates 
(EBS/55/4, 1/15/55, and Sup. 1, 1/16/55; EBM/55/3, 
Item 1, 1/17/55). The staff recommended that the 
Fund note the contents of the cable, further study the 
matter and take action at the time of the forthcoming 
consultations under Article XW. 

Mr. van Campenhout thought the situation must be 
of concern to the Fund from the standpoints of both 
the proper discharge of its jurisdictional function and 
the substance and that this concern should be x - 
pressed in the Board. The decision at Meeting 55/. 
(Item 1, 1/17/55) was taken on a proposal to change 
the exchange system of Brazil establishing, by means 

of new fixed bonuses, four rates discriminating be- 
tween four groups of commodities but not between 
currencies. Subsequently, the Fund received the cable 
under discussion informing it that these rates applied 
only to trade in convertible currencies and sterling, 
and stating that for the same categories of export 
goods paid in other currencies, four other rates were 
applicable, reflecting a disagio of 4. 2 per cent. He 
believed it should be clearly recorded that these four 
new rates are not approved by the Fund but In what 
form did not appear to him to be of too great import- 
ance and he thought in that respect that the Board 
could take into consideration the formulation proposed 
by the staff to the effect that the Fund merely takes 
note of these rates. It was a mild expression but Its 
meaning and intent were familiar to the Board and not 
ambiguous. He could not, however, support the second 
part of the staff's proposal because the situation in 
substance was too serious for the Fund to close the 
matter until the annual Article XW consultations with 
Brazil. Developments might call for more urgent 
attention. The Belgian authorities, for instance, were 
extremely apprehensive about the effects of the new 
Brazilian currency discriminations. They thought the 
maintenance of the present system might lead to a 
very serious contraction of trade between Belgium and 
Brazil and a distortion of the normal channels of such 
trade The Belgian situation and concern were prob- 
ably not unique. This should lead the Fund to an Im- 
mediate and purposeful examination. For this reason, 
he proposed that consultations between the Fund and 
Brazil commence in the immediate future with the 
particular objective of carefully considering the 
reasons for the currency discriminations in Brazil's 
export rates and the possibility of their elimination. 
Moreover,the Board should be kept regularly informed 
on the progress of such consultations. In concluding, 
Mr. van Campenhout said that he was fairly well aware 
of the situation in Brazil and that it was indeed in 
sympathy with the difficulties facing its Government 
and its efforts that he had kept his remarks to the bare 
essentials. He hoped and trusted that the Fund would 
receive the collaboration it needed from the Brazilian 
Government 

Mr. Paranagua explained that the new regulations 
did not lnvclve a significant change In the exchange 
system. They merely made official a procedure that 
had bzx.n applied by the Bank of Brazil since Septem- 
ber 1954 and constituted a step in the right direction 
in that the export rates were no longer linked with the 
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free market. He stressed that the Government's action 
was not intended to create any deterioration in trade 
relations with Belgium, an important market for Bra- 
zilian goods, but was primarily designed to increase 
trade with the United Kingdom because of the large 
payments arrears with that country. He added that he 
saw no reason for a special consultation on the matter 
but he would urge the Brazilian authorities to agree 
to have the Article XW consultations within thirty days. 

In reply to a question, a staff representative ex- 
plained that the situation in the free exchange market 
existing at about the time of the new regulations indi- 
cates that these regulations did not involve a large 
favorable treatment in favor of exports in pounds 
sterling as compared with those in convertible cur- 
rencies. Since certain Inconvertible currencies were 
not quoted in the free market, the authorities on Sep- 
tember 14, 1954, adopted a procedure for computing 
the effective rate for such currencies, the free rate 
for U.S. dollars less loper cent being applied to 20 per 
cent of the value of exports. It appeared that because 
of an active free market in sterling the above proce- 
dure was not applied to sterling; however, since the 
dollar/sterling relationship in the free market was 
broken, there was a small discount (about 1 per cent) 
in the rate for exports to the sterling area, compared 
with the rate for exports to the dollar countries. This 
difference disappeared with the new regulations. The 
aforementioned procedure for the computation of the 
effective rates for the indicated currencies, I. e. , the 
free rate for the U.S. dollar less 10 per cent, resulted 
In a differential of around 4 per cent in the rates for 
exports to the respective countries. Under the new reg- 
ulations the differential was frozen at about 4 per cent. 

Mr. de Largentaye, unlike Mr. Paranagua, thought 
that it was not the same thing for broken cross rates 
to result from the operation of a free market or from 
a governmental decision establishing official exchange 
rates, less so when the latter implied discrimination 
between equally Inconvertible currencies. Owing to 
the possible consequences of the proposed measure 
on Franco -Brazilian trade, he had to make reserva- 
tions on behalf of the French Government 

Mr. van Campenhout believed that the situation of 
rates In Brazil was still so confused that he felt unable 
to discuss it andwished to confine himself to his pro- 
posal for early consultation on the matter. He would 
have no objection if this took place concurrently with 
the Article X1V consultations if they were started 
early, for instance, within thirty days and if the report 
on the recent changes would not be held up until the 
final report on the consultations. Other Directors 
agreed. Mr Bury said he hoped the staff would be 
able to examine all of Brazil's bilateral agreements 
on exchange matters In the course of the consultations. 

INTERNATIONAL MONETARY F'uND 

Lord Harcourt thought they should also cover an ex- 
amination of the effect on other countries of all deal- 
ings in Europe in depreciated cruzeiros. On the 
understanding that the Article XIV consultations with 
Brazil would be started as soon as possible, he was 
prepared to go along with the staff's recommendation. 
However, he thought the decision should make clear 
that the Board took its decision at Meeting 55/3 on the 
basis of incomplete Information. Mr. Warren agreed 
and expressed the hope that the Fund would not be 
asked in the future to take decisions of this klndwith- 
out full information. Mr. van Campenhout suggested 
that the fact that the decision of January 17, 1955 was 
taken on information showing no discrimination be- 
tween currencies could be reflected if the decision 
spelled out all the circumstances involved. Several 
other Directors supported this suggestion. 

Mr. Southard said he had no objection to the text 
proposed by the staff which would have the legal effect 
of not constituting an approval of the rates listed in 
the new cable. Mr. de Largentaye said that the pro- 
posed decision, If amended as suggested by Mr. van 
Campenhout to mention the decision of January 17, 
could only be interpreted as an approval of the actual 
Brazilian reform since the Fund having received sup- 
plementary information about it didnot revise its first 
decision. Mr. van Campenhout disagreed and said it 
was not the intention of his proposal. Mr. Southard 
said he thought the proposed decision would mean that 
the Fund was not approving the rates listed in the 
cable under discussion; at the same time, the decision 
of January 17, 1955,not to object to the rates specified 
in the cable of January 14, 1955 would stand. A staff 
representative explained that by "taking note" of 
Brazil's cable of January 17, 1955 and stating that 
action will be taken later,the Fund would not be taking 
the affirmative action of approval provided for in the 
Fund Agreement and, consequently, the new rates 
would not have the Fund's approval. The Fund Articles 
did not require express disapproving action. The ab- 
sence of affirmative action in respect to exchange 
measureswhich are subject to such affirmative action 
of the Fund indicates that the measures do not have 
Fund approval. (The Fund's affirmative action fre- 
quently has been expressed in the form of the Fund's 
"not objecting" to an exchange practice.) Mr. van 
Campenhout and Mr. Southard, after some discussion, 
said they agreed with this explanation. 

The decision was: 

On January 17, 1955, the Fund took the follow- 
ing decision: 

1. Brazil has requested the Fund's approval 
for changes in its exchange system which would 
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classify exports into four categories with fixed 
bonuses applying to each category. The four 
categories and bonuses are: (1) green coffee - 
13.14 cruzelros; (2) raw cotton, sawn pine wood, 
cocoa, carnauba wax, Brazil nuts, leaf tobacco, 
and bananas - 18. 70 cruzelros; (3) piassava, 
castor seeds, soya beans,hldes and skins, sisal, 
cocoa cake and paste -24.70 cruzelros; (4) other 
products - 31. 70 cruzelros. 

2. The Fund does not object to these changes 
as an emergency measure, pending a subsequent 
review on the occasion of Brazil's forthcoming 
consultations under Article XW on Its transi- 
tional arrangements and other exchange matters. 

After this decislonwas taken, the Fund received 
the following cable No. 32 dated January 17, 1955: 

Bonuses referred our cable No. 31 must be 
understood only for exports payable In converti- 
ble currencies and pounds sterling. For other 
currencies bonuses per U. S. dollar will be: 

1st category cruzeiros 11. 86 
2nd cruzeiros 17. 19 

3rd cruzeiros 22.95 
4th cruzeiros 29. 67 

Superintendencla da Moeda e do Credito 

After discussion of this situation, the Fund notes 
the contents of cable No. 32 of January 17, 1955 

from Brazil, listing bonuses for exports payable In 

currencies other than convertible currencies and 
pounds sterling. The Fund will take action on this 
matter after study and early consultation with 
Brazil. 

Repurchase - Turkey 
The Executive Board considered a cable from 

Turkey with respect to the repurchase of the equivalent 
of $4 million of the Fund's holdings of Turkish liras 
(EBS/55/6, 1/25/55). 

The decision was: 

Turkey has offered to repurchase the equivalent 
of $4,000,000 of the Fund's holdings of Turkish 
lirasinaccordancewithits undertaking in Its cable 
of August 4,1953. The equivalent of $1,460,808.70 
would be paid In accordance with the Fund's letter 
of March 24, 1954. The balance equivalent to 
$2, 531, 191.30 would be paid on the understanding 
that It would be considered as discharge pro tanto 
of the repurchase obligation as of April 30, 1954, 
if such was incurred (EBS/55/6, 1/25/55). The 
Fund accepts the offer. 

55/5 

4. Voluntary Repurchase - Finland 

In the absence of a request by any Director for 
formal consideration In the time specified, the follow- 
Ing decision was recorded (SM/55/6, 1/24/55): 

Finland has offered to repurchase the equivalent 
of $3, 000, 000 of the Fund's holdings of Finnish 
markkas provided that the payment will be con- 
sidered as a discharge pro tanto of any repurchase 
obligation as of April 30, 1954,lf suchwas Incurred 
(SM/55/6, 1/24/55). The Fund accepts the offer. 

5. ECAFE Fund Representation 
The Fund representation at the forthcoming meet- 

ings of the ECAFE Committee on Industry and Trade 
and the Eleventh Session of the Commission as pro- 
posed In EBD/55/10 (1/20/55) was approved. 

6. Executive Board Travel 
The Executive Board was Informed of travel by an 

Executive Director to countries which elected him as 
set forth In EBAP/55/8 (1/24/55). No objection was 
expressed. The Executive Board also approved travel 
to two other countries by the same Director, as set 
forth in the same document. 

7. Monthly Agenda 
The Executive Board considered and agreed matters 

to be placed on the agenda during the month of Feb- 
ruary, it being understood that changes would be made 
as the work required (EBD/55/14, Rev. 1, 1/28/55). 

8. Technical Cooperation - Iran 
In the absence of a request by any Director for 

formal consideration in the time specified, the follow- 
Ing decision was recorded (EBD/55/12, 1/25/55): 

In response to a request from Iran for technical 
assistance, the Executive Board agreed to the pro- 
posal contained In EBD/55/12 (1/25/55). 

APPROVED BY THE EXECUTiVE BOARD: 
Meeting 55/10, February 25, 1955 

H. MERLE COCHRAN ROMAN L. HORNE 

Acting Chairman Acting Secretary 



. ______ Aide -memo ire for Mr. Irving S. Friedman 

for the E.B. Meeting on Brazil, Friday, Jan. 28, 1955 

One of the aspects of the change in the export rates system recently 

introduced by Brazil is t,he fact that some significant features - the broken 

cross -rates - were made Imori to the Fund only after the Executive Board had 

taken action on the proposed change, as it was described in the first Brazilian 

comimi.nication. 

Something similar te that occurred at the time cf the 1953 consultations 

with Brazil. On that cccasion the Executive Board took action, on October 9, 

1953, on the basis of the staff paper which was prepared as a result of lengthy 

discussions with Brazilian representatives in Washington. The following day, 

October 10, 1953, a cable was sent by Brazil to inform the Fund that the 

Brazilian authorities proposed to introduce an auction system - a radical 

change over the system on which the Executive Board had just taken action 

the day before. 

An Executive Board meeting was held on Sunday, October 11, 1953, during 
, 

which the decision was taken to supersede the decision adopted at the end 

of the October 9 meeting, thus recpening the 1953 Consultations with Brazil. 

The final Executive Board decision was taken at the E.B. eeting of 

Friday, October 23, 1953. 



Aide-memoire for Mr. IrvingS. Friedman 

for the E.B. Meeting on Brazil, Friday, January 28, 1955 

Various questions could be brought into discussion on the main object of 

the meeting, and among the significant ones the Executive Board could be 

interested in the fol].owtng: 

Procedure aiestion: The Brazilian Government has communicated to the Fund, for 

Sconsultation purposes, only part of the technical features of the proposed 

change in the export rates system. The information as to the fact that orderly 

cross rates are not maintained was given to the Fund by the Brazil authorities 

only after the proposed change was discussed at the E.B. meeting of January 17, 

1955. 

aintenanceofCuriscriiainatton: The Brazilian Government, by the 

proposed change, has established less favorable rates for exports against 

currencies other than the dollar and pound sterling. Although some aspects 

Sof the former discrininatory practices have been altered, the measure in 

question amounts to the continuation of the discriminatory feature which 

characterized the previous export rates system. 

More favorable treatment to exports gainst mds sterliflg: One of the 

main characteristics of the system of export rates now prevailing) over the 

previous one, is the fact that exports against pounds sterling areiven the 

same favorable rate as exports against dollars; whereas the pound sterling 

was previously associatel with the other rion-ddUa currencies. This change 

may involve significant changes in the direction of Brazilian trade and 

payments. 

[1 

I! 



An important point which should he brought out among others as the outcome 

of the discussion is the indication of what the Executive Board wants the 

staff to do in dealing with this Brazilian problem, if it is decided to ve 

further consideration to the case, and to take an action on it, before the 

time of the forthcoming Article XIV Consultations. 

S 



J Office Memorandum 
TO Mr. Irving S. Friedman DATE: January 27, 19 

FROM : J. H. C. de Looper 

SUBJECT: Latest Brazilian Ecchange easures 

The following notes may be helpful in further evaluating the signiricance 
of the newly created Brazilian export rates. 

(1) The rw exchange rates appear to discriminate against the U.S and in 
favor of the U.K. , despite the ostensibly similar treatment accorded to export 
proceeds received in US doliurs and sterling. Transferable sterling can be 
obtained in New York and elsewhere at a significant discount. Consequently, 
transit traders everywhere are likely to offer Brazilian exporters higher 
cruzefro price 5 1 or payment in sterling then for payrnerft in US dollars. 

(2) Brazil is likely to receive additional sterling from increased sales 
to the sterling area itself, as well as from the manipulations referred to under (i). 
A third likely cause of increasing sterling receipts is that countries having 
payments agreements with Brazil (substantially all continental countries other than 
the BLEU) will be unable to prevent some of their imports from Brazil from being 
settled in sterling outside their payments agreements (irrespective of whether 
direct or transit imports are involved). 

(3) Because of an interestin&: clause in the Anglo-Brazilian Debt Liquidation 
Agreement, Brazil will be able to use substantially all of the sterling not 
received from the UK and its colonies to pay ior additional direct imports from 
the UK. This is because the sterling to be used for liauidating the outstanding 
commercial debts to the UlK does not include (a) Brazil's net sterling earnings 
from countries (including sterling area countries other than the Ul( colonies) 
with which Brazil has payments agreements, and (b) Brazil's gross sterling earnings 
from the Dominions. 

(Li) Thus the likelihoi that the rw rates will enable the UK to increase 
its sales to Brazil is greater than might at first sight be apparent. These sales 
had been down almost to nil because the minimum annual liquidation quota of L 
million, together with annual imports of sterling oil valued at a minimum of 
L l million, had absorbed practically all of Brazil's sterling earnings. Although 
no official data are at hand to corroborate this statement, it is clear from an 
official source (Board of Trade Journal of August 7, l9I) that in August l9 no 
more than L l million out of a total of L 6I million covered by the Liquidation 
Agreement had actually en settled in sterling, bringing the cover pEovided up 
only to the applications for remittances of sterling that were approved by the 
Fanco do Brazil through July 2, l92. The matter of the frozen claims on Brazil 
is viewed with particular concern in the UX because of two factors: (a) if no basic 
changes in trade and payments between Brazil and the sterling area occur, the 
liquidation of the accumulated debts will take around ten years, even if UK sales 
to Brazil continue to be virtually non-existent; (h) about one-half of the Brazilian 
commercial arrears consists of claims of the UK port Credits Guarantee Department, 
which has been severely criticized for the losses it has incurred in its operations 
with Brazil. 
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() The licuidation of Brazil's commercial arrears to U exrorters 
has been hampered by German tranLt sales of brazilian products to the 
UX. These replaced direct UX imports from Brazil whichwould have pro- 
vided that country with additional s terling earnings for use under the 
liquidation agreement. Also, it has been officially stated by the Bank 
of England that in lO3 the turnover in Brazilian coffees in the London 
comniodity markets declined. This must similarly have prevented 
potential Brazilian sterling earnings. It may have been caused in part 
by the fay general attempts of Continental countries to purchase 
directly from Brazil, through their own payments agreementc, in order to work 
off the claims on brazil that most of them had built up under those pacts. 



-3- 

(6) In order to speed up the liquidation of Brazil's commercial arrears 
outside the Liquidation Agreement, the Bank of England is reliably reported 
to have sanctioned the trading of frozen claims at a discount, with the 
proceeds in cruzeiros to be used both for imports from Brazil and for in- 
vestments in that country. 

(7) In an article under the heading "UK Negotiations on 1955 Trade", the 
Financial Times of December 13, l9, states the following: "So far as 
Brazil is concerned, the only move in prospect is an effort, to be made both 
thr uh Plo and through Bonn, to limit the scope of recent German -Brazilian 
excnage operations, which, it is thought, have definitely harmed British in- 
terests by diverting Brazilian exports to Germany. The British Government 
is seriously concerned about this matter, and an approach to the Brazilian 
authorities will, it is understood, shortly be made br the UK Treasury re- 
presentative, who is at present conducting the talks in Buenos Aires" The 
article appears to he based on a briefing by Treasury and Board of Trade 
officials. 
(8) Belgiwn-Luxembour is practically the only one of Brazil's European trad- 
ing partners with whic no payments agreement is currently in force. Trade is financed in Belgian francs on B Accounts in the BLEU. After 1952 exports to Brazil declined sharply, due to measures on both sides intended to enable a reduction in Brazil's corsiderable commercial and financial arrears in Bel- gian francs. The new exchange rates in Brazil are likely to reduce Belgiums 
imports of Brazilian goods payable in Belgian francs on Brazilian -held ac- counts. Therefore, Belgiii's chances of restoring its exports to Brazil are 
reduced pro tanto. 

Another asiect of Belgium's position is that, within the framework of the co-ordination of the coinereial policies of the Benelux countries, Bel- 
gium probably cannot take a position diverging much from the Netherlands attitude. As far as the latter is concerned, we know officially that the Netherlands has again run up a cons iderable claim on Brazil, that Dutch ex- ports are very low since Brazil has auctioned only negligible amounts of Tetheraands agreement dollars, and that on January 10 the Netherlands Bznk introduced a iresli linking arrangement for exports to and imports from Brazil, This arrangement amounts de facto to another unilateral devalua- tLon of the cruzeiro. - _____ 

(9) In December for the first time in many months the German claim on Brazil showed an increase instead of a decrease. The rise was from 20 million to 26 million. This, together with reports that German re-exports of cocoa to the US have been hampered by Brazilian regulations issued in August 195I (Avis 0 20 9f Fiban), suggest that even prior to the revision of the export Brazil haa already taken steps to curb German transit sales of Brazilian products. 

(10) Regarding the destinations of German re-exports of Brazilian products, there are reports from cod sources that, up to Au-ust l951, West Germany had resold about 15 per cent of its coffee imoorts from Brazil, mainly to Switzer- land, Scandlyavja and Eastern Europe, but not to the dollar area; and that as much as to or So per cent of the purchases of Brazilian cocoa had been re- exported, mainly to the dollar area. At that time the revision of Brazilian export rates made these transit deals unprofitable since the p'emiwn on the US dollars in Brazil then offset the discount on the Brazilian agreement dollar in Frankfurt, 
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Conclusion 

It seems likely that the new Brazilian regulations were introduced after 
the DX Government discussed in Rio the measures that would have to he taken 
in order to restore the Ulc?s traditional position in Brazilts foreign trade, 
and that the new regulations, if effective, will work primarily aiainst West 
Germany but also against other Continental countries eager to promote their 
exports th Brazil by keeping their purchases from that country through the:ir own payments agreements at the highest possible levie. Initially, direct Bra- zilian eyrjorts to the Continent are likely to fall. The second stage then will be that the auction rates for Continental currencies in Brazil become prohibitive, and that consequently Continental exports to that country will fall. 



JnuLry 27, 1955 

14r. Ivar Rooth 

lrvin 3. Priodrien rnd Jorge 11 Canto 

3ubject: Zx'aztl Exchaw yetert 

Ye are eend.in you hirowith a rorndu 
prreI in oir rtmen*, contalnin gone 'fretu1 
bkronnd tnforrntion on the Brazilian exchcr;r 'stem 
rncl ayicnt yoattiort, which we believe anevere the 
qetione you raieel. Ye ve reviwed the eorndw 
nd belieye It ay be u,eful to you in connection 'Ith 

tomorrnv' xecutive Board Meeting. 

The !neorand containg some inforrnation 
which le confidential or eecret enl it t, therefore, 
only for your nec end for thc t of Mr. Cochran. ?ore- 
over the inforriation available pertatnin to this 
tvtte i rather tnco'-plete, and t partly bajed on 
unv,fficinl i,aterial. 

cc Mr. Cocbran 



Office Memorandum 

TO : Messrs. Irving S. Friedman and Jorge Del Canto 
-, 

FROI Ugo Sacchetti and J.J. Thckara 

DATE: January 27, 1955 

SUBJECT: Brazil - Export rates - changes of January l8l55 

The follcwing factual infonnation has been prepared to help in appraising 
the recent measures, which established fixed export rates for the four cate- 
gories of export cononodities, there being a discrinilnatory depreciation of 
about 4 per cent of the rates for the dollar and the pound sterling with res- i 
pect to the other rates. bore detailed information on some of the points is 
contained in the annex. 

Among the non-dcllar countries with which Brazil has bilateral agreements, 
the United Kingdom and W. Gennariy can be singled out as particular cases. 
In the case of the United Kingdom the main feature to be noted is the fixed 
schedule of annual. payments by Brazil, of L6 million annually as an agreed 
amortization commitment, on the consolidated past commercial indebtedness; 
and of fl5 million annually for purchases of oil from the sterling area. In 
view of these contractual obligations, Brazil can only offer at exchange 
auction export proceeds in excess of the amounts indicated above. 

& 

In the case of W. Germany, no fixed payment schedule has been worked out 
to clear the large indebtedness derived from past nnnercia1 transactions. 
In September 1953 the unfavorable balance vis-a-vis W. Germany was about 

Q million doflars, Both Brazilian and W. German authorities have shown an inh t reduce this balance as rapidly as possible. To facilitate this, 
the following three steps were taken: a) the W. German authorities were to 
authorize exports with an obligation to import from Brazil according to the 
ratio of E) to 100; b) the Brazilian authorities would rnit that a number v of exports to W. Germany could be to other non -dollar countries; 
c) the W. German authorities established, bunilaeralaqn, a fLee niarket 
for the payment agreement dollars, which sold at a discount in the German 
market and tended to stimulate imports from Brazil. 

The only available data of some significance on the payments relations 
between Brazil and the two countries above are the following: In the case 
of the U.K. the conrnercjaldebts have been reduced from L65 million in 
September 1953 to L36 million in Septeraberj9,54. The amount of pounds ster- 
ling auctioned in'1e Janeiro was L240,000 both in September and October, 
which probably corresponds to a total amount of X)(X)) for the whole country 
for each month. In ovember only L60,000 was auctioned in Rio (E2c0,000 in 
the countiyj whereas none was auctioned in Dece94. Thisindicate 
a tightening of the payments position vis-a-vis the United Kingdom and may be 
due to the reported reduction in exports to the U.K. since September 1954. 

In the case of W. Germany, the indicated arrangement appears to have 
worked in accordance with the intentions of the authorities, since the 
unfavorable balance was reduced to $63.0 million in March 1954; $59 million 
in June 1954; $35.0 million in September 1954 and $26.0 million in December 
1954. 
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This rapid reduction of the negative balance may have resulted in a 
worsening of the position vis-a-vis other countries and/or in a drastic 
reduction of the amounts of the respective currencies offered for auction 
because a proportion of Brazilian exnorts to these other countries may have 
taken place via W. Germany. 

This may be the case of the Netherlands with which the Brazilian 
negative balance in the bilateral account deteriorated from $1.4 million 
in December 1953 to $10.3 million in June 1954. Practically rio amount of 
Dutch currepcy was offered for auction duringthe second semester of 1954. 
A Lerioration in thépsrinents position has taken ace vis-a-vis Denmark 
andeece, ereas a redci n_1eficit vis-a-.vis Italy has tkiii 
placebably as a result of an arrangement whereby It.I1iiTexports were 
kept in a ratio of 70 to 100 with Italian imports from Brazil. 

No recent data are available regarding the payments position vis-a-vis 
Belgium, Japan, France, among the major trading countries. 

With regard to the pattern of Brazilian foreii trade, it should be 
noted that 25 payments agreements are in operation with countries outside 
the dollar area, including the major trading countries of the world. 

As to the direction of import and export trade, the percentages indi- 
cated below, relative to the first semester of 1954, give an approximate 
idea. It would appear that since 1951, because of the payment crises 
affecting in turn different currencies arid export receipts, no reasonably 
long period of time could be taken as representative for the direction of 
trade of Brazil. 

Imports 
c,,- 

Exports 

U.S. 33.1. U.S. 33.1 

W. Germany l0.E W. Germany 13.5 

Dutch Antilles 7.4 France 6.6 
Argentina 6.2 Argentina 6.5 

France 4.6 U.K. 5.2 

Japan 4.1 Japan 5.1 

Sweden 3.6 Sweden 3.7 
Holland 2.2 Italy 3.5 
Italy 2.2 Holland 3.1 
UK 1.1 Finland 2.9 
Belgium 0.2 Denmark 2.3 

Others 24.2 Belgium 1.4 
_______ Others 13 

100.0 100.0 



Ranges of Fluctuation of Auction Premia in the Exchange 
of Rio de Janeiro During the nths Indicated Below 

Cruzeiros per unit of Currency 

Date and Currency I II III IV V 

September 1954 

U.S. , 120 days 26-37 37-58 75-89 88-103 151-156 

Z 27-36 38. -SO 45-54 82-95 111-177 R)14 

German $ 21-31 34-45 36-50 58-76 1)4-138 

Jap. 17-34 26-40 33-42 61-81 183-227 

Fr. F. 21-30 31-51 42-49 51-122 108-173 

B. F. - - - - - 

SKr. - - - - - 

October 1954 

U.S. , 120 days 30-62 36-49 87-116 89-124 158-168 

27-54 36-43 47-80 75-96 126-154 

German 23-41 34-44 43-55 65-80 111-126 

Jap. 22-33 20-37 37-47 70-82 199-239 

Fr. F. 26-41 42-56 47-121 78-220 111-18 5 

B F. 23-28 3 4-41 52-96 61-63 80-130 

SKr. - - - - - 

/ In the case of currencies other than the U.S. $or the agreement dollars, the 
actual emia have been converted into the ones included in the table on the 
basis of their par values with respect to the U.S. dollar. 



Date and Currency 

November 1954 

U.S. , 120 days 

(1 auction) 

German t 

Jap. $ 

Fr.F. 

B. F. 

SKr. (1 auction) 

-2 - 

Crueiros per unit of Currency 

I II III IV V 

43-75 57-6'? 125-150 119-181 180-236 

61-64 52-58 79-86 129.430 165 

28-55 45-60 58-?? 71-87 123-138 

3 2-36 45-49 53-60 90-160 169-180 

31-53 51-62 64-75 108-142 125-175 

33-34 43-55 53-70 60-66 95-105 v 

24 32-42 62-63 108-130 119 

December 1954 (let 10 days) 

U.S. $, 120 days 50-52 63-68 126-141 192-198 185-186 

. z - - - - - 

German $ 30-32 51-60 50-76 70-90 135-141 

Jap.$ - - - - - 

Fr, F. 32-35 37-44 53-65 80-106 174-187 

B. F. 25-31 48-50 43-58 61-65 110-116 

SKr. - - - - - 
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Amounts oVarious Currencies tuctioned in Brazil 

(In Thousand Units) 

$ Ger.$ Jap.$ F.F. 13.F. SKr. it.$ 

E. 1954 16,000 &D0 4,080 1,700 760,000 - - 2,700 

1954 15,000 Soc 3,960 1,005 550,000 40,000 - 1,800 

N0v. 1954 8,000 200 3,600 600 420,000 40,0(X) 10,000 1,350 

Dec. 1954 6,000 - 2,700 400 630,000 50,000 - 900 
(3 weeks) 

1/ This table is based on data published in a private magazine. The enoimts therein 
indicated have been calculated on the basis of the assumption that Banco do Brazil 
has continued to auction 50 per cent of the Gerrian agreement dollars in Rio de 
Janeiro and 50 per cent in Sao Paulo; and 30 per cent of all other currencies in 
Rio de Janeiro. 

S 
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1. Bacirowid. of the currency discrImination 

The Dresent system of exclisnge auctions on the import side and export 
bonuses on the export side dates from October 9, 1953 (SUMOC Instruction No. 

70). At that time there were two exp bonuses, one of Cr$5.00 per dollar for 
coffee exports and one of Cr$10.O0 per dollar for exports of Droducts other 
than coffee. The bonuses applied to all currencies. The bonuses were fixed 
and therefore resulted In fixed effective export rates. The cross rates were 
orderly. 

In Jugust 1951+ a change was made regarding export rates. The export 
bonuses of Cr$5.00 and r$10.00 per dollar were maintained but the effectIve 
rates of Cr$23.36 (18.36 plus 5.00) and Cr$28.36(l8.36 plus 10.00) now ap- 
plied to only 80 per cent of export proceeds. Th'e the remaining 20 per cent 
the equivalent of the free market rate ap1ied. Export rates were now mixed 
fluctuating rates and the cross rates were broken since the free market rates 
varied as among the currencies, there being a single, free market rate for 
eyment agreement dollars, specially calculated. brthe Bank of Brazil and 

related to auction rates. Since the free market rate for the U.S. dollar was 
more deprociated than for other currencies, the mixed fluctuating export rate 
for dollar exports was therefore more depreciated than for other currencies. fl In order to narro.r the dI:fference between the export rates for the various 
currencies iiu1ting froithê differencee in the free market rates for these 
currencies, en ad.ininistrative measure was adopted in September. (A copy of 
the document containing this decision has never been made available but the 
decision was advised to the staff by good. a ority.J The decision was to 
take the free market rate for U.S. dollars less 10 per cent, in couting 
the export rate for otli cLrrencies. By waf illustraIon foi.lowing 
cäIct1ations are givenr 

The mixed fluctuating rate for exports of coffee in U.S. dollars: 

80% at 23.36 (18.36 plus 5.00 bonus) 18.688 
20% at free in.rket rate of Cr$71+ per dollar 11+.8 

effectIve mixed fluctuating rate Cr$33.1+88 

The mixed fluctuating rate for exports of coffee in other currencies: 

80% at 23.36 (18.36 plus 5.00 bonus) 18.688 
20% at the free market rate of cr$71+ per dollar less 10% 

or Cr$66.6 per dollar 13.32 

Cr$32. 008 

This measure has reduced the extent of the broken cross rates. 
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A a result of this administrative change in the computation of the 

mixed fluctuating export rate the discrimination by currency was diminished, 

in the cas' of certain currencies the reduction being considerable. In the 

illustration given above, the difference in the rate for dollars and for other 

currencies was Li.5 per cent. What is more, the mixed fluctuating export rate 

for other currencies were now the same since all of the computations were based 

on a free market for the U.S. dollar less 10 per cent. 

In October and. November, the free market rate for U.S. dollars began to 

depreciate. This, therefore, resulted in a more depreciated effective mixed 

fluctuating rate for all exports. In the case of coffee exports, this also 

meant that the dollar equivalent of the cruzeiro minimum price of coffee also 

declined, allowing the Brazilian exporter to sell at a lower price in dollars. 

Speculation increased in anticipation of a continued depreciation of the free 

market rate for dollars. Therefore, in_November, in defense of the minimm 
pric the authorities fixed the rate for exports of öffee in dollars only. 

(StIMoc Instruction 109 oYioember 11, 1951I.) This wa biätI'bout by esta- 
blishing a new fixed bonus of Cr$].3.1LI. per dollar for coffee dollar exports. 

The authotiéi gued t [iThigave the exporter as many cruzeiros as 
the mixed rate, calculated with the free market rate of the previous week. 
As a result, the new rate for coffee exports in dolle.rs was Cr$3l.5Oasligt 
appreciation from the previous rate for such exports. For coffee exports in 

oher currencies, the rate later becmore d.iréèiated instead of less 
because of the continued depreQiation of the market rate, and. because the '.'' 
mixed fluctuating export rate continued to be calculated with the free rate 

for U.S. dollars less 10 per cent. As a result, there was later a d.iscrimina- 
ti1nst coffee exports n dollars. 

This system continued until the new export rates of last week, which have 
been reviewed in the papers prepared by the staff. There are xow two ts of 

four export bonuses for the four categories of exports, one set fatAQl1Ers 
and storl ian the other set for other currencies. The differences between tive rates f ategor1i approximately L per cent. It will be 

noted that this is loss than the )4 1/2 per cent difference which existed. Drev- 
i ously. 

\J The motivations behind the currency discrimination are not known. One 

possible explanation is that the authorities had in mind, the discrimination 
that existed after the change of last ust, a mentioned above, which linked. 
the export rate to the free market. There was currency discrimination in that 

period. because the free market rates for the various currencies varied, the 

most deeciated rate being that for the U.S. dollar. Eowever, the discrimina.- 

tion existii in the period immediately following the August changes was 

considerably narrowed, to Li.5 per cent, by the administrative measure taken 
basing the calculation on the free market rate for the U.S. dollar less 10 per 
cent. The authorities are certainly interested in stimulating dollar exports 

in view of the slump in coffee exports to the U.S. The motivations behind 

'/the inclusion of the pound. sterling in the discrimination are not known The 

authorities are probably also interested in stimulating exports to the U.K., 
Brazil has actually anticipated some of the repayments on the commercial debt 

L+ 
by drastic cuts in inisorts. Brazil could have also been. expected to include 
West Germany in. the more depreciated rates if the repayment of debt were the 
motivation; on the other hand fl'appears that the repayment of the debt has 
been very raDid.. The debt in the pa eament account with Germany is 
the only significant debt Brazil now has reportedly in her payment agreements. 

/ 
-1 
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2, Relations with West Germany 

Trade with West Germany has expanded sharply in the last few years and West 

Germany now ranks as Brazil's second trading partner after the U.S. Payments are 

made through the payment agreement account, denominated in dollars. In addition 

to being a market for Brazilts exports, West Germany is also a go-between with 

the eastern uropean countries. In the first few years, Brazil accumulated a 

deficit in payments with West Gerxnany and by 1952 the debit for Brazil in the 

payment agreement account reached a reported 120 million dollars. Subsequent 

modifications of the arrangements were motivated by a desire to reduce this 
balance, In 1952 a new agreement was entered into providing that 20 per cent 
of Brazil's export proceeds would be set aside for the repayment of this debt. 

The balance was steadily reduced and as of last September it stood at about 

$35 million dollars. There have been informal reports that this debt is now 

even less. Under the 1952 agreement with West Germany the latter was permitted 

to re-export Brazilian products including coffee to a number of countries, 

including countries in Eastern Europe.. Certain countries were excluded from . 
this arrangement, including all dollar countries. Here again the motivation 

was the heavy surplus that had accumulated.. It appears that the 1952 agree- 

ment has continued in effect. It expired in April 1953 and was renewed. Another 

Q.A& 
-U.-t part of the arrangements, one that caused the Brazilian authorities some concern, 

was the practice in West Germany of allowing holders of payment agreement dollars 

to sell. them in the free market, which they did, at a discount, of as much as 

t'- 20 per cent at one time, although now it is reported. to be between 2 and 3 per 

- cent. This was also aimed at reducing the surplus by stimulating imports into 

4t\AGermany. The buyers of these dollars were in a position to imoort more cheaply 

from Brazil. Last July West Germany reduced her imports of coffee from Brazil 

because of the high minimwn price but it appears that the flow of imports has 

been restored. West Germany has shown increasing interest in investing in Brazil 

and. special offices have been opened. in Rio to examine projects. 

3, Relations with theU,K, 

Under the new arrangements, sterling proceeds of Brazil's exports are classed 
as transferable and can be used freely for ayments within the sterling and. trans- 

ferable account areas. The transferability is automatic. U.K. trade with Brazil 
must be financed in sterling; otherwise the widening of the transferable account 
area has made the payments agreement largely inoperative. Through September l9$L1 

exports to the U.K. were maintained and. the repayment of the commercial debts was 
in advance of the agreed schedule of repayment. As of September l95L the sterling 
debts nad been reduced from L65 million to L36 million, with an original repay- 
ment of flO million (purchased from the I1'). Sin2tember exports to the 
U.K. have fallen sharply and auctions of sterling ceased in November 19511. The 
British authorities are reportedly concerned with the matter. It is reported 
that there has been a shift of Brazilian exports away from the U.K. and to West 
Germany as a result of the arrangements for payment with West Germany. In fact, 
the U.K. has been importing Brazilian products via West Germany. 

Under the exchange of notes of October 1, 1953, it was agreed. that the com- 
mercial debts of Brazil of some L65 million would be reduced. at a rate of L6 mil- 
lion a year and more rapidly if exports to the U.K. exceeded given levels. 



List of çuestions in connection with the recent Brazilian Measure 
affecting the Exchange System 

- The following information is considered an essential minimum to permit 

an evaluation of the recent changes in the Brazilian exchange system. 

1. How were the export rates fixed for currencies other than the U.S. 

dollar after the August changes (mixing system)? 

2. Was any change introduced after the Novenber measure (fidng of a 

fixed rate for coffee exports a!ainst dollars)? 

3. Was there a difference between the pound sterling rate and the rates 

for other currencies? 

4. What are the amounts of various currencies which have been offered 

for auction during 1954, month by month? 

5. What have been the auction premia resulting from auctions in various 

cities during 195h, month by month? 

6. Data on imports and exports by comrnodities and by countries during 

1953 and the first semester of 1954. If possible, divide export 

commodities according tc the present four categories. 

7. Data on balances in bilateral accounts with countries with which a 

payments agreement is in effect, at least by qjtarters, since October 

1953. 

Any other information on Brazilian trade and payments which is con- 

sidered helpful for the evaluation of the present changes. 
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r. Julio C. del Solar 
January 25, 1955 

J. J. Thackara STRICTLY IOh'TUL 

DECLASSIFIED 

Ltnother impasse would appear to have occurrd ii th. coffee export 

situation in Brazil. Dollar receipts were down to $55 million in December 

1954 and are reported to have been 1l illion for the first twelve days 

of this month. Althoujh there are apt to be fluctuations in dollar receipts 
from month to month, these results are very disappointing and would indicate 
that coffee is still not flowing to the United States in a satisfactory 

manner. .3. importers and roasters have shown an increased interest in 

&frcana in the last few weeks and now crops of muds are now expected to 
come onto the market. !everth&ees, there is still a need for subatantial 

quantities of I3rasilian coffee. Stocks of green ootfee in the United States 

are now down to 2-1/2 million bags, 1/2 million below normal. There has been 

the usual seasonal increase in coffee consumption in the United :tates and 

it therefore appeared that there was a very good chance that !3rsztl would 

be able to maintain the effective export minimum price while exporting a 

significant volume of coffee. Thie, however, does not seem to have occurred 
and while it might occur in months to come, 3rezil may be approaching a 

situation where it cannot sustain such a low level of dollar exports wlthoht 

taking measures to stimulate coffee exports. 

The oupport of the cruzoiro minimum price of coffee is effected by the 

Coffee Institute with the authority of the Comilaslon for the Financing of 
Production and under the minirum price law of June 3, 1954. The oruzeiro 

equivalent of the US()R? minimum is Cr't20.32 per pound (23.36 x O,g7 2.32). 

This price l.a for Santos 41 with correspondingly lower prices for other 

grades. It appears that the Institute is required to b.iy at the minimum. 

The exporter can therefore sell hie coffee to the Institute if he 
oannnt 

obtain as good a price abroad. Since June 1954 the Institute has purchased 
coffee, but the quantities are not known. There have also been reports that 

in order to keep the flow of coffee In traditional oomercia1 channels, 
special financing faoilitiee have been made available to exporters. 

Soas of the alternative measures which the Brazilian authorities might 

adopt under present circumstanca are the following: 

(1) eureotstion 9fhe sxror te for cofea exuorta. This wos 

the course followed last Lugust when the new mixed fluctuating rats was 

introduoed which represented a substantial depreciation. It would alleviate 

a good deal of the criticism whiob has been made by coffee exporters 
that the 

exchange rate is in effect an export tax, However, in view of the frequency 

of the changes of export rates, the authorities may be loathe to adopt this 

measure at this time, It might also require an umard shift of the other 

export rates. It would involve changes of the selling rates of exchange to 

avoid cruzei.ro losses. 
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(2) FxDorts by the Brazilian Cpffes Istitute. In the event the 

world price fell below the support minimum of 0i420.32 a pound, the Institute 

would have to buy up coffee. In this event, some arrangement might be made 

whereby the Institute could sell the coffee abroad at the world marl'et price 

and the oruzeiro losc somehow absorbed. Because of the possible magnitude 

of these losses, it is questionable whether the authorities would rursue 

this course, but it is not impossible. In 1952 the Bank of Brazil bought 

up a substantial proportion of the cotton crop and ater sold it abroad at 
a loss. 

(3) Lower the crizeiro This nrnasure would require legis- 

lation since the crrzeiro minimum was established by the law of June 3, 1954, 
applicable to the 1954/55 crop year. This alternative would arouse very 

great opposition from produosra. Losses would be sustained by those having 

purchased at higher prices. It is doubtful whether the authorities would 

contemplate this alternative. 

(L) Terminating the suonort buvin bjtje lnatitut9. Since the 

support buying by the Institute at the minimum price appears to be 

mandatory (Art. 3 of the law of June 3, 1954), the provisions of the law 

would have to be revoked, This would require legislation. If suob purchases 
at the atataum were terminated, then coffee prices could be allowed to find 

their own levels and the cruzeiro minimum, which is established primarily 

for the domestic financing of coffee, would no longer be an export minitaim 

price. The financing of ooffee could continue on the present basis of O 

per cent of the established miniium of Ci2O.32 per pound and it is not 

expected that the world price of coffee would declin, to the point wher. 

the amount of the loan was in excess of the market value of the coffee. 

At the same time the price of coffee would be allowed to find its own level 

and presumably a ori.oe would be reached where the Brazilian coffee would be 

cleared. The danger of the measure is that if coffee prices are allowed to 

find their own level, there might be a very serious decline and this would 

affect the dollar receipts of all producing countries. -iow large a decline 

would occur cannot be estimated, Poasibly it would be substantially less than 

the drop last e3ugust. Any decline would involve considerable loasas for 

the middle men who purchased coffee at high prices and have been carrying 

coffee. In some cases these losses might be passed on to the Bank of 

Brazil and it is reported that the Bank has bean financing coffee held by 

middle men and exporters with the understanding that the Bank of Brazil 

would take the actual coffee in repayrnent of the loan. 

none of the above alternatives is attrattive but there do not appear 

to be any others from which to choose. 

The Cafe Government appears t 

fidenee but the underlying situation 

view of the forthcoming Presidential 

JJT/.jd 

have established a good deal of con - 

is still unsettled, particularly in 

elections next imetober 3rd. 



DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE 

EBS/55/- 
Supplement 3 

COI'WIDETIAL 

January 1955 

To: Members of the Executive Board 

From: The Acting Secretary 

Subject: Brazil - Further Information on Recent Changes in 
Exchange System 

An Executive Director has requested that EBS/55/I., 
Supplement 2, be placed on an agenda, Accordingly it will be 
brought before the Executive Board at an early meeting. 
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Office Memorandum 

TO Lr. Ivar Pooth DATE: January 22, l9 

FROM : André van CaflDeflhOut 

SUBJECT: Brazil Changes inExchane System 

I refer to the document from the Acting Secretary to the members 
of the Executive Board, EBS//), Supplement 2, entitled Brazil - Further 
Information on Recent Changes in the Exchance System, dated January 1, l9 
and received in my office in theiii of January 19, l95. 

After consideration I have come to the conclusion that the procedie 
proposed to deal with this matter is not adequate under the circumstances. . Neither could I concur with the decision proposed in the above nEntioned 
document. I therefore request that the matter be brought to the Executive 
Board for discussion and decision at the most convenient time between 
January 2S nd the end of the day of January 28. 

cc: Secretariat 
yr. Paranagua 

AvG :aa 
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van Caperthout 

Brazil t Chan'e in ch3nge m 

I refer to the docuint from the ActIng Secretary to the rneirbers 

of the Executive Doard, upp1eirnt 2, entitled s Brazil - Further 
If or*t!on on flece't Change- in the charge Syrte, datedrvai- i, 195 
and i ceWoci infiee {n the course Januarr1:9, l9. 

After considerator I have co to the conclunion that the procedc 
proposed to deRJ. with this tter is not adeqte under the circumstances. 
Neither could I concur with the decision proposed in the above mentioned 
document I therefore reqwst that the riatter be brought to the ecutIve. 

Board for cussion and decision at the rxst conven±ent. time between 
January 2 and the end of the day of Jarnzry 28. 

cc: Secretariat 
ir. Paranagua 

jL,L /2iq Lu ,) 
t'' 

'/cz 2' ef e -/ii/( 
AvCsaa 

. t-' 't o 

44F 

/,. 
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Jsriwry 19, 1955 

r.er *r.s 

TtI rtri'soe V your cbt Ios. 3 ari ;: r 

Jsrry 1L ar4 17, 1955, .etie17, X regret to sdvie 
you ttr.t th tr.ot tre or cab1e o xct :r t 

been oo*puted In cc'de dtb the inatruatto 
print ir. '' ttt t -r ood. o. 1. Thia 1ntrtnrti 
require tht iuth.re reprei.nttr *11 .rrenoiea rentIord 
In hi suasg. eou1d be It eeo tht '- t tiat 

b*re e a&t.d by yct took Into see'nt n n.zmber 
r to oruze I ro&, on1'. )n the >tber hend, tn 

*sb1iii t tt1 t,f i1 ou:t1rrices ehould be 
disreg&xdd. The ret. t I .ouIve1.nt t e prlee 

fo? uree of th1 1t.tou. F.coz'ding1y, the tvtal 

ot eli eew,ts in t e bies wter eonsteraton 

. 1 hc t)ut this exp1ervt1on *y e h1fli1 In ooeput- 
t tt mu'r.r f ruture sges. 

Y"urr f,1thfuU, 

.. 1% 

T. 'p;. Ion 
Tr. 

uper1nt.n4,ria de 
d' Cd1to 

K1 a de Jenetro, Ore sti 

/H rce/,Tbh 



DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE 
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CONFIDENTIAL 

January 18, 1955 

To: Members of the Executive Board. 

From: The Acting Secretary 

Subject: Brazil - Further Information on Recent Changes in 
Exchange System 

The Fund has received. a cable from Brazil which provides 
additional information on the recent c1anges in Brazilts buying rates 
(EBS/55/t4. and. Supplement 1) which were considered by the Executive 
Board on January 17, 1955 (EBM/55/3). This cable is circulated for 
the information of the Board as an appendix to the attached paper 
prepared by the staff on this further communication. 

It is proposed not to place this matter on the agenda 
unless an Executive Director so requests by the close of business on 
January 2--, 1955. In the absence of a request for formal discussion, 
a decision along the following lines will be inserted in the minutes 
of the next subsequent meeting of the Executive Board. 

"The Fund notes the contents of cable No. 32 of 
January 17, 1955 from Brazil listing bonuses for 
exports payable in currencies other than con- 
vertible currencies and. pounds sterling. The 
Fund is studying this matter further and will 
take action at the time of the forthcoming con- 
sultations under Article XIV." 
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C CJNF IDENTIAL 

INTERNATIONAL MONETARY FUND 

Brazil: Further Information 
on Change In Exchangeystem 

Prepared by the Western HemisDhere Department and 
the Exchange Restrictions Department 

(In Consultation with the Legal Department) 

Approved by Irving S. Friedman and.'Jorge Del Canto 

January 18, 1955 

The Fund has received a further cable from Brazil providing additional 
information on its recent exchange change. (See Appendix I). According 
to this further communication, the export bonuses recently proposed 
(EBs/55/4 and Supplement 1) are only ror exports oayable in convertible 
currencies and pounds sterling. On the basis of the commodity classi- 

in bonuses 
for other currencies (exoressed in cruzeiros per U.S. dollar) will be: 

First category 

Second category: 

Third category: 

Fourth category: 

Green coffee 

Raw cotton, 
sawn pine wood, 
cocoa, carnauba wax, 
Brazil nuts, leaf 
tobacco and bananas 

11.86 cruzeiros 

17.19 

Piassava, castor 22.95 '" 
seeds, soya beans, 
hides and skins, sisal 
cocoa cake and paste 

Other products not 29.67 " 

included In the first 
three categories 

These bonuses are all somewhat less (1.28 cruzeiros to 2.03 cruzeiros 
per U.S. dollar less) than the bonuses for the same categories of exoorts 
when oaid in convertible currencies or pounds sterling. The resulting 
exchange rates for the four categories of exports 
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would be (about LL%) lower for other inconvertible currencies than the 
corresponding rates for exports paid for in convertible currencies and 
sterling. 

This recent cable indicates not only that Brazil will have more export 
rates than indicated in the previous communication, but also that Brazil's 
exchange rate structure for exports will to some extent continue to be 
discriminatory by currencies. Firstly, under the new system, exports 
payable in pounds sterling, as well as convertible currencies, will receive 
the somewhat higher rates, whereas under the previous system the distinction 
was between convertible currencies on the one hand and all inconvertible 
currencies on the other, including sterling. Secondly, under the new 
system of fixed export bonuses, discrimination by currencies is a fixed 
amount or percentage. Under the previous arrangements, it varied depending 
upon the rate in the free market, with the result that because of the rise 
in the free market rate, the rate for coffee exports against inconvertible 
currencies became higher than the fixed rate against convertible currencies. 

The Brazilian action is explicable in light of its existing shortage 
of both dollars and sterling and its concern with the use of certain of its 
exnorts in transit trade at the exeense of its earnings of sterling and 
dollars. However, since all of exports are affected, it may have 
financial and commercial implications for other members as well as affect 
the operation of other sectors of Brazil's exchange system. The staff 
believes that further examination of the implications of the recent changes 
in Brazil's exchange structure are necessary and is studying this matter 
further. It therefore recommends that the cecutive Board take a decision 
along the following lines: 

"The Fund notes the contents of cable No. 32 of January 17, 
l9 from Brazil listing bonuses for exports payable in curren- 
cies other than convertible currencies and uounds sterling. The 
Fund is studying this matter further and will take action at the 
time of the forthcoming consultations under Article XI\T. 
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January 17, 1955 

itIDE MEMOIh.E 

Chan the Brazilian ExchaSjstem 

The changes which took place on: 

January 5 
February 25 
March 25 
March 31 
June 2 

do not require the Fund approval and Brazil did not consult with the Fund. 

The changes which took place on the dates indicated below would have 

required prior Fund approval but Brazil did not consult with the Fund: 

March 20 
September 16 
September 17 
September 21 
September 27 
November 18 

The change which took place on November U was conmiunicated to the Fund 
after it was introduced. 

Brazil consulted the Fund with regard to the change which was introduced 

on August 16, and on the change of the remittance tax which was introduced 

with a circular of September 13. 



S 

Transmitted to nil Members 2/iL/55. Check Sheet 

flied: 
S 731 Transmittal Letters to Members 

E. B. Decisions 
January - June 1955 

INTERNATIONAL MONETARY FUND 

Executive Board Decision No. 388-(55/3) 

Subject: BRAZIL - EXCHANGE SYSTEM 

1. Brazil has requested the Fund's approval for changes in its exchange system which would 
classify export into four categories with fixed bonuses applying to each category. The four cate- 
gories and bonuses are: (1) green coffee - 13. 14 cruzeiros; (2) raw cotton, sawn pine wood, cocoa, 
carnauba wax, Brazil nuts, leaf tobacco, and bananas - 18. 70 cruzeiros; (3) piassava, castor seeds, 
soya beans, hides and skins, sisal, cocoa cake and paste - 24. 70 cruzeiros; (4) other products - 
31. 70 cruzeiros. 

2. The Fund does not object to these changes as an emergency measure, pending a subsequent 
review on the occasion of Brazil's forthcoming consultations under Article XIV on its transitional 
arrangements and other exchange matters. 

The foregoing is the text of a decision of the Executive Board taken at Meeting 55/3, January 17, 
1955. 

Albert C. Frost, 
Acting Secretary 



SECRET 

INTERNATIONAL MONETARY FUND 
WASHINGTON, 25,D.C. 

TO: 
SUPEPINTENDENCIA BA MOEDA F DO CREDITO 

FROM: RIO BE JANEIRO, BRAZIL 

FILING TIME: i945 JANUARY 17. 19i 

VIA: WESTERNUNION 019802 

Number: -_32_- 

BONUSES REEERPED OUR CABLE NO. 31 MUST BE UNDERSTOOD ONLY FOR EXPORTS 

PAYABLE IN CONVERTIBLE CURRENCIES AND POUNDS STERLING. FOR OTHER 

CURRENCIES BONUSES PER U. S DOLlAR WILL BE 

1ST CATEGORY CRUZEIROS 11.86 

2ND CRUZEIROS 17.19 

3RD CRUZEIPOS 22.97 

S 
LI.Tli CRUZEIPOS 29.67 

6.o 

SUPERINrENDENCIA DA MOEDA F DO CREDITO 

e--t_numøp-_ohopko-- 

Approvel 

Received in Code Room: 7:00fl4January17,197 

SECRET 

Orig: WHD 
cc: Mg. Dir. 

Dep. Mg. Dir, 
Mr. Paranagua 
ERD 
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Reference yoiw 10. 5]., January ].1$. £xecutive Board took 

following decision today: 

QUOTE 1. Brazil hes requested the Fund's apirova1 for 

changes in its excb.nge system which would classify exports 

into four categories with fixed bonuses applying to .acb 

c!ltegory. The four cteOriss end borueee are: (1) green 

coffee - 13.1$ cruz.iros; (2) raw cotton, sawn pin, wood, 

cocoa cernsube vex, Irasil nuts, leaf tobacco, and bananas - 

18.70 crueires; ) piessava, castor se*G$ soya beans, 

hides end skins, sisal, cocoa cake and past. - 211.70 

cruseiros; (14) other products - 31.70 crur.eiroa. 

2. The Fund does not object to tbmechs.ngee esan 

.rg.ncy measure, pending a subsequent review on the 
occasion of It$zil.' a forthcoming consultations under Article 

XIV on its sitiona1 arrangements end other exchange 

mett.ra. b.riur1a 
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CO1T I1 COIJFIDEFTItL 

IITFCRMAT ION 

IiRIATIOI'AL:'Oi'TARY FUITD 

To: Members of the &ecutive Board 

From: The Acting Secretary 

Subject: Brazil -Changesin Exchangestem 

The staff has prepared the attached memorandum on the exchange 

changes of Brazil notified to the Fund in a recent cable. The cable 

has been circulated to the Board as LBS/55/4. Board meeting for 

this item has been scheduled for rionday, January 17, 1955 at 3:30 p.m. 



C0TAIiS CONF:WENrIAL 
IHF0RLT 1011 

INTER1TIOi'1AL M0NTARY FUITD 

Brazil: Exchange Syem 

Prepared by the Western Hemisphere Department 
and the Exchange Restrictions Department 

(In Consultation with the Legal Department) 

Approved by Jorge Del Canto and Irving S. Friedman 

January 15, 1955 

The Fund has received a cable from Brazil requesting approval for 
changes in the foreign exchange rates for exports (E&/55/4) 
During 1954 Brazil had a serious payments problem, particularly in U,S. 
dollars, as a result of a decline in coffee exports. As a result, the 
value of exports for 1954 was probably substantially below the level of 
previous years. The level of imports in the first half of 1954 was main- 
tained at a level which was higher than in either half of 1953. It is 
believed that imports continued at a high level in the second half of 
1954, but because of the reduction in exports, particularly coffee exports 
to the United States, there was a dollar shortage of considerable magnitude. 
To help finance this shortage, Brazil has borrowed abrcad, with the bulk 
of Brazil's gold reserves being put up as collateral, t the same time, 
Brazil has encountered difficulties with her minor exports because of 
increasingly rising production costs0 

In August 194, considerable incentive was given to exports of coffee 
and minor exports by the introduction of a change whereby for 20 per cent 
of export proceeds, exporters received a dollar rate equal to the free 
mar:et rate0 This was considered to be a built-in link with the local 
price level, The bonuses of Cr:;5.00 and Crl0,C0 per dollar for coffee 
and minor exports, respectively, were also maintainecl This modification 
of the exchange rate system on the export side resulted in two mixed 
fluctuating rates, one for coffee and the other for minor exports0 Since 
the free market rate for U.S. dollars was considerably more depreciated 
than the free market rate for other currencies, it was decided that for 
the calculation of the mixed export rates for other currencies, the free 
market rate for U.S. dollars was to be taken, less 10 per cent, 

The next significant change on the export side was taken in November 
1954 when a fixed bonus of Cr'l3,14 per dollar was established for coffee 
exported for US. dollars1 This resulted in a fixed rate of Cr3l,50 per 
dollar for coffee exports in U,S, dollars only. The Fund was informed of 
this measure after it was put into effects The rate of Cr3l,50 per 
dollar was a slight appreciation from the previous mixed fluctuating rate1 
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As far as is known, the previous system was maintained for coffee exports 
in other currencies which had a fluctuating mixed rate somewhat more 
depreciated than the rate for coffee exports in P.5, dollars0 

As for the minor exports, the cost of production continued to in- 
crease and exporters found increasing difficulty in marketing them0 
The proposed changes in the pattern of export rates are shown in the 
attached table with relation to the previous system. There will now be 
four export rates which are fixed rates, ranging from Cr'3l,5O per dollar 
for the first category to Cr)50,C6 per dollar for the fourth category3 
It will be noted that the effective rates for exports other than coffee 
have been raised0 It is understood that the amoun of the subsidies 
reflect production costs and were fixed after discussion with the pro- 
ducers concerned. The fluctuating and. mixed features of the rates in 
the previous systen are abolished, The discrimination by currency is 
seemingly abolished and cross rates are now orderly, 

The significance of the exports other than coffee is reflected in 
Table 2, Cf total exports of 73l million in the first half of 1954, 
471 million consisted of coffee exports, l6 million consisted of 

cotton exports, and the balance of approximately l44 million consisted 
of a very large number of minor exports, (See Table 2), 

Because of the complexity of the exchange system and the lack of 
sufficiently detailed data on exchange transactions, weighted average 
export and import rates cannot be calculated at this tine However, it 
is known that the auction system has produced substantial exchange profits 
because of the high auction bids for such currencies as the U.S. dollar, 
pound sterling, German and Japanese payment agreement currencies, and 
several others, Even with the high export rate for Category IV exports, 
the exchange system may continue to yield cruzeiro revenue, 

The staff considers that the proposed measure would help to meet 
Brazil?s increasing export difficulties, resulting from higher domestic 
costs of production3 In any case, however, the proposed measure v?ould 
not seem to constitute a basic attack on Brazil's current exchange pro-. 
blems ccordingly, the staff recoimnends the following decision for 
consideration by the Ebcecutive Board: 

1, Brazil has requested the Fund's approval for changes in it 
exchange system which would classify exports into four categories with 
fixed bonuses applying to each category, The four categories and bonuses 
are: (i) green coffee - 13,14 cruzeiros; (2) raw cotton, sawn pine wood, 
cocoa, carnauba wax, Brazil nuts, leaf tobacco, and bananas - 18.70 
cruzeiros; (3) piassava, castor seeds, soya beans, hides and skins, sisal, 
cocoa cake and paste- 24,70 cruzeiros; (4) other products -3l70 
cruzeiros 

2, The nd does not object to these changes as an emergency measures 
pending a subsequent review on the occasion of Brazil's forthcoming con- 
sultations under A.rticle XIV on its transitional arrangements and other 
exchange matters, 
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Table 1. of 'Ychange Pates 

(cruzeiros per dollar) 

Pr es ent 8ys tern Proposed Sys tern 

Bates yingL 

Government and official receipts. Government and official receipts3 
Registered loans, credits and finan- Registered loans, credits and finan- 
cing of interest, cing of ttindubitable interest, 

31.50 (Cr18.36 plus 13.14 bonus) 31.50 (Cr;l8,36 plis 13.14 bonus) 

Coffee exports against conver- Category I 
tible currencies, Coffee exports, 

31.89 (80 per cent at Crl8,36 37.06 (Cr;18,36 plus 18.70 bonus) 
plus Cr;5,O0 per dollar; 20 per 
cent at average free market rate Category II, 
for the previous week, less 10 Raw cotton, sawn pine wood, cocca, 
per cent) carnauba wax, Brazil nuts, icaf to- 

bacco and bananas, 
Coffee exports against incon- 

vertible currencies1 LQ (Cr18,36 plus 2470 bonus) 

35.89 (80 per cent at Crl8,36 Category 111, 
plus Cr10,C0 per dollar; 20 per Piassava castor seeds, soya beans, 
cent at average free market rate hides and skins, sisal, cocoa cake 
for the previous week, less 10 and paste, 
per cent) 

50.C6 (Crl8036 plus 31,70 bonus) 
Txports other than coffee, 

against inconvertible currencies0 

37.29 (80 per cent at 18(36 plus 
Cr.,: 10.00 per dollar; 20 per cent 
at averag3 free market rate for 
the previous week) 

Txports other than coffee, 
against convertible currencies1 

7300 Fluctuating free market rate 
(as of January 11, 1955) 

&l1 incoming capital except regis- 
tered loans of "indubitable" inter- 
est, Travel exchange and other 
items not dealt with in official 
market, 

Category IVG 
Other products not included in the 

first three categories. 

73.00 Fluctuating free market rate 
(as of January 11, 1955) 

All incoming capital except regis- 
tored loans of "indubible" interest, 
Travel exchange and other items not 
dealt with in official market, 
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Table of 'xchane Rates (Cont'd) 

(cruzeiros per dollar) 

No change in the. proposed system0 

Sellipg Rates 

82 

iiewaprint, 

20.70 (Cl8..82 plus IC per cent . . S 

remittance tax) 

Theoretical rate, added to auction bids to obtain effective rates for 
imports0 . ,. 

33 (Cr;l8,82 plus Crl5.00 surcharge) 

Some government payments, Amortization and interest on registered 
loans, or credita of "indubitable" interest to the national economy. 
Tarnings on registered capital of "special" interest up to 10 per cent 
a. year, Repatration of capital of "relevant" interest after 10 years, 
up to 10 per cent a year, . Imports of wheat. Imports of coal, Certain 
publications. Certain petroleum products, including crude petroleum, 
aviation, gasoline and other products, 

IVachinery considered of highest esentia1ity0 
FJiscellaneous service payments, 

36..82 (18,82 p]us Cr18,00 surcharge) 

Certain petroleum products (including motor gasoline, lubricating oil 
and other petroleum products). 
Certain banking remittances0 

69.70 (Crl8082 plus 10 per cent remittance tax plus Cr;49,00 auction bid) 

Category I imports: Agricultural supplies0 

Flue tuing free ma rket rate 

Amortization and repatriation of registered capital of "special" in- 
terest and of "relevant" interest, and unregistered capital transfers 
and earnings thereon not benefiting from other rates1 Tourist expendi- 
tures and other invisible perments not made at the more favorable rates. 

1.7O (Cr48,32 plus 10 per cent remittance tax plus Cr(61.00 auction 
premium) 

Category II imports: Codfish, ores, scrap metals, other raw materials 
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Table of ExchigRates (Conttd) 

(cruzeiros per dollar) 

Sel1in Rates 

157O (Cr18.82 plus 10 per cent remittance tax plus Cr132,00 auction 
premium) 

Category III imports: Tlood, industrial machinery (railway rolling stocks 
textile machinery, industrial vehicles, aircraft, diesel engines, gene- 
rators), 

183.70 (Crl8.82 plus 10 per cent remittance tax plus Crl63,00 auction 
premium) 

Category IV imports: Fresh fruits, office machinery, and certain con- 
sumer goods. 

210.70 (Cr18,82 plus 10 per cent remittance tax plus Crl9O,00 auction 
premium) 

Category V imports, 
Commodities not included elsewhere, 

Note: 

The auction premiums on which some of the selling rates are based 
are those for the U.S. dollar in Rio do Janeiro on December 21, 1954. 
The minimum bids for dollars for the five import categories were set by 
the Superintendency of Ivioney and Credit on September l, 1954 at Crl5, 
18, 23, 30 and 75, respectively. For U.S. dollars, German "dollars", 
sterling, Japanese "dollars", etc., the auction premiums have been in 
excess of these minimums, For other currencies, and for government 
imports of the respective categories, the minimums in ractice establish 
the effective rates, 
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Table 2. Brazil: Foreign Trade - Ebcports by Commodity 

(Millions of U.S. dollars) 

Hides 
Year Total Coffee Cotton. Cacao. Viood Tobacco Skins carnauba Other 

195]. 1,770 1,059 214 

1952 1,419 1,046 35 

1953 1,745 1,181 122 

1st Half 624 448 18 

2nd Half 1,121 733 104 

1954 

1st Half 73]. 471 116 

69 51 19 39 17 302 

42 32 19 32 12 220 

83 51 23 20 17 248 

20 18 6 6 5 103 

63 33 17 14 12 145 

24 18 5 6 9 82 

Note: Conversion rate: Cr18.36 per dollar, 

Source: Cornereio Internaciorial, Boletim Mensal do Banco do. lJrasil. 

C 
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Changes duringj954 

January 5 

Decree No 34,893 was issued, containing the regulations pursuant to 

Iw No0 2145 of December 29, 1953. 

February 2' 

Instruction No, 85 of the Superintendency of Noney and Credit was . issued, increasing the maximum amount of cover that any one bidder could 

purchase at each exchange auction from US10,CCO, or the equivalent in 

other currencies, to US;50,COO, which could not he exceeded unless it 

could be proved to the satisfaction of the Council of the Superintendency 
that a larger quota was necessai'y. 

JTarch 20 

Instruction No. 87 of the Council of Superintendency of I oney and Credit 

was issued, approving a new classification of imports pursuant to 
Instruction No, 70 of October 9, 1953 which established the auction 
system for private imports, 

Narch 25 

Instruction No, 88 of the Council of Superintendency of Nancy and Credit 
was issued, altering the period of validity of the exchange certificates 
issued by the Banco do Brasil from 8 to 30 days. 

i,arch 31 

Instruction No. 89 of the Council of Superintendency of Noney and Credit 
was issued, extending the period of payment to the Banco do Brash for 
exchange certificates, from 2 to 3 days. 

June 2 

The Brazilian Government raised the minimum export price of coffee to 

us0,87 per pound, for the crop year beginning July 1 and ending June 
30, 1955, 

Instruction iTo, 99 of the Superintendency of PToney and Creit estab- 
lished new export rates for coffee and other products. The bonus of Cr5 
per dollar paid to coffee exporters and Crl0 per dollar paid to ex- 
porters of other products now applied to only 80 per cent of the value 
of the exports, instead of 100 per cent as previously, On the remaining 
20 per cent, a premium equal to the difference between the official rate 
of exchange and the average free market rate for the previous clay was to 
be paid, 
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September13 

Tnstruction No, 673 of the Ministry of Finance raised the remittance 

tax applicable to the bulk of payments in the official, market, but not 

to payments in the free market, from 8 per cent to 10 per cent effective 

on January 1, 1955. Revenues from this increase were to be earmarked 

for the electrification fund. 

Instruction ITo. 103 of the Council 

Credit was issued, The minimum bids 

categories were raised as follows: 

Septerrber 2 

of Superintendency of Money and 

in the auctions for the five impOrt 

Category I from Crl0000 to Cr15,00 
Category II from Crl2,00 to CrC18.00 
Category III from Crç,15,00 to Cr23.00 
Category IV from Cr,20.00. to Cr30,CO 
Category V from Cr50.00 to Cr75.00 

Instruction No1 104 of the Council of Superintendency of Money and Credit 

was issued, For purposes of calcu1atin the mixed export rates,. the free 

market rate was to be the average buying rate for the previous weelc1 

Sember_21 

Circular o, 9 of the Banking Inspection and Control Division of the 

Banco do Brasil was issued. Prrniums of Cr15 and Crl8 were established 
for certain official and other essential payments, and went into effect 

immediately except for petroleum products, in which case they were to go 

into effect at the beginning of 1955. 

Setemher 27 

Circular Mo, 45 of the Banking Inspection and Control Division of the 

Banco do Brash was issued, Small expenditures of banks abroad and in- 

terest on exchange operations were to be subject to the Crl8,00 per 
dollar surcharge instead of Crl2,00 per dollar, 

November 11 

Instruction i'o1 109 of the Council of Superintendency of Money and 
Creit was issued, This established a fixed bonus of Cr13,I4 per dollar, 
for coffee exports in convertible currencies only, resulting in a new 

fixed rate of Cr;3l,50 'per dbllar, 

I\TOvember 1 

Instruction ITo 110 of the Council of Superintendency of Money and Credit 
was issued, introducing certain changes in the categories of import goods, 
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AGENDA 

TO: Members of the Executive Bcard 

FROM: The Acting Secretary 

SUBJECT: Exchange System - Brazil 

fl 

CONFIDENTIAL 

January 15, 1955 

The attached, cable received from Brazil is circulated 
for the information of the Executive Board. The staff is preparing 
a paper on this subject which will be circulated to the Board as 
soon as possible. 

Att: (i) 



TO: ThTERFU1D 

FROM: SUPERINTENDEiJCIA DA MOEDA E DO CREDITO 

RIO DE JAiNEIRO, BRAZIL 

FILING TIME: 1632 JARUARY 14-, 1955 

VIA: WESTERN UNION 019789 

NUNBER: - 31 - 

Brazilian Goverr.ment is submitting for the approval of 

International Monetary Fund. following changes in existing exchange 

system: exports would be classified in 1f categories corresponding 

for each one following fixed bonuses per U.S. dollar or equivalent 

in other currency: 

fl 
1st - Cruzeiros 13.11- for green coffee as provided Resolution 

109 of Superintendencia da Moeda e do Credito, Rio de Janeiro, 

Brazil: 

2nd - Cruzeiros 18.70 for raw cotton, sawn pine wood, 

cocoanuts, carnauba wax1 brash nuts, leaf tobacco and bananas: 

3rd - Cruzeiros 21.7O for piassava, castor seeds, soya beans, 

hides and skins, sisal,cocoanuts cake and paste: 

- Cruzeiros 31.70 for other products not ic1ud.ed above 

673 SUPERINTENDENCIA DA MOEDA E DO CREDITO 

Test number checks: 

C 
Received In Code Room: PM January l!, 1955 
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;j Office Memorandum 

TO Files DATE: Jan. 15, 1955 

FROM : Irving S. Friedman 

SUBJECT Brazil 

Mr. Paranagua teleohoned the results of his telphone conversation with 

Mr. Dantas in Rio. He said that Mr. Dantas informed him that it was in- 

tended to have the new regalations come into effect on Monday, but that he, 

Mr. Parariagua, advised Mr. Dantas to advise Mr. Buihoes to delay such 

action until Tuesday in order to give the Fund time for prior action. Mr. 

Paranagua said that he would therefore wish to have a Board Meeting on 

Monday afternoon. He noted that this was in reply to the first two questions 

suggested by the staff on the previous evening and he then went on to give 

the answers to the other questions. 

As to how the new action compared to the old bonuses, he said that 

the old bonuses except for coffee had been based on a mixing system (80-20) 

and the latest rates cited was 73.(?) 

The new regulation involved all exports to all countries. 

There had been no negotiations with any country. 

There was no Indication being given as to whether the measures being 

taken were temporary or not. The new Law which was now In Congress and 

hoped to be passed by the end of the month was to be in effect for one 

year. 

The reason why the action was being taken now was to avoid speculation. 
The decision had been taken on Thursday night at 8 p.m. and this was why the 
Fund had not had more notice. The export situation was "not too brilliant". 

The Banco de Brasil during the first twelve dayr of January had purchased 

11 million (12 million?) dollars and sold 15 million. It was hoped that 
this action would avoid an exchange crisis for a month or two. 

Its to the division among categories, this had been based on discussions 
with producers at which it had been decided what amounts were actually needed, 

As to the financing and the inflationary effects, Mr. Dantas had indi- 
cated that there was not much change, primarily because the coffee rate was 
unchanged and the second class was already being paid. What was really new 
was the third and fourth class, which only involved small amounts. It was 

not expected that there would be any "big change" In the inflationary picture 
from this action. The necessary funds were already available from the 
collection of premium from the auction system. 

Mr. Paranagua said he thought that the point to be emphasised was that 
the establishment of fixed bonuses for commodities other than coffee was 
merely following the pattern which had been set for coffee. Mr. Paranagua 
indicated that he had not yet received the cable. I assured him that in- 
structions had been given for Its circulation this morning and said that 
this matter would be checked to make sure the cable would be circulated. 
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SECRET 

INTERNATIONAL MONETARY FUND 
WASHINGTON, 25,D.C. 

TO: INTERFUND \J) 
SUPER INTENDENC IA DA MOEDA E DO CREDITO 

FROM: RIO DE JANEIPO, BRAZIL 

FILING TIME: 162 JANUARY 1, 1957 

VIA: WESTERN_UNION 019789 

SECRET 

Number; -.L.- 
BRAZILIAN GOVERNMENT IS SUBMWPTING FOR THE APPROVAL OF INTERNATIONAL MONETARY 

FUND FOLLOWING CHANGES IN EXISTING EXCHANGE SYSTEI4 : EXPORTS WOULD BE 

CLASSIFIED IN ). CATEGORIES CORRESPONDING FOR EACH ONE FOLLOWING FIXED BONUSES 

PEP U. S. DOLLAR OP EQUIVALENT IN OTHER CURRENCY 

1ST - CRUZEIPOS 13 .11i. FOP GREEN COFFEE AS PROVIDED RESOLLYrION 109 OF 

SUPEPINTENDENCIA A MOEDA E DO CREDITO, RIO DE JANEIPO, BRAZIL: 

2ND - CRUZEIROS 18 .O FOR RAW COTTON SAWN PINE WOOl) COCOANU'TS CARNAUBA WAX 

BRAS IL NUTS LEAF TOBACCO ANI) BANANAS: 

3RD - C?IJZEIPOS 2L .70 FOP PIASSAVA CASTOR SEEDS SOYA BEANS HIDES AND SKINS 

SISAL COCOANUTS CAKE AND PASTE: 

673 

- CRUZEIPOS 31.70 FOP OTHER PRODUCTS NOT INCLUDED ABOVE 

SUPERIN'TENDENCIA DA MOEDA E DO CEEDITO 

Orig: WHD 
cc: Mg. Dir. 

Dep. Mg. Dir. 
Mr. PRranagua 

Test number checks: ERD 
LEG 

Approved.: RES 
TRE 
SEC 
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