
Mr. Placido L. Mapa, Jr. August 22, 19'12 

D.8. Savkar 

China - R5ueat for Fund Documnts 

Durins the 1911 Arti cle XIV consultation held in March 1912, the 
Chineae representatives aeked tm m1111on tor 1ntornation on tbe method of 
eatimtin8 effective excbange rate changes tollow1ng the reaUgr•at. 

Please find attachad atatt memoranda SM/?J./278, SM/11/283 am 
Revialona l and 21 SM/11/2&J and SM/12/ll vhicb ad.&bt be of some help to the 
Chinese autboritiee. 

cc: Mr. Suzuki (on return) 
Mr. Aahiabor 
Mra. Yang 

HCWYang:hsk 
8/22/12 



Mra. Ymig ~ .JulJ' 21, 1972 

A. Aahiabor ~ I 
China 1971 Article XIV Coneultationa--R!su .. t for Inf onuation 

With reference to Quution No. 70 of our qu•tioanaire for the above 
conaultatioo diacuaeions, you vill recall that during the lut conaultatioas the 
Chinue repreaentativea uked us to asebt them with any information we aight 
have in the Fund on the method of utimating the ef fectift exchange rate of the 
new Taiwm dollar via-a-via currenciu of Clina's aain trading partner• following 
the realigDll8Dt. I believe the:re are 5orae staff memoranda on this aubject; 
SK/71/278, SK/71/283 and Rev. 1, as well as SM/71/285, deal with thia subject 
and aight be of some help to the Qiineae authoritie•; or you 11ay have seen some 
other relevant material. 

You may wiah to •uk the neceaaary clearance• md have the relevant 
material sent to them through the appropriate channels if approYed. Thia i• 
only a minder; we diacuased this matter the other day. 

cc: Mr. Suauld. _,/ 
Hr. Willi-
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JUN 1 6 1972 

Sir: 

I have pleasure in advising you that the F.xecutive B"Oard 
has taken the enclosed decision concerning the recent consultation 
with your Government under Article XIV, Section 4 of the Fund 
Articles of Agreement. 

I should like to take this opportunity to express the Fund's 
appreciation for the courteous cooperation of your Government 
during the course of this consultation, and to sav that the Fund 
looks forward to a continuation of this close relatirinship. 

Ver:1 truly yours; 

{' 
I 

I 
W. Lawrence He bbard · 

Secretary 

Enclosure cc: Mr. Mapa 
ASD 
LEG 
ETRD 

.. TRE 
SEC 

-
His Excellency 
The Minister of Finance 
Ministry of Finance 
Nanchang Street 

(Cleared with: Mr . Mapa, Mr. Savkar,Mr. Sturc. 

Taipei . 
Taiwan, Republic or China 

\ 



Mre . H.C. Wu-Yang 

A. Aehiabor ~ 
Cbina•-Article XIV Consultation (IM/72/lll, 
5/22h2)·-Saurcea and ?Planat1on of Data 

June 131 1972 

I refer to our telephone conversation last Friday (June 9 ) evening in 
which you told me the Executive Director • s Office ( Chii:ia) has figures Which 
are different :fran those we used 1n certain portions of the Staf'f Report, 
SM/72/lll. I would like to see a copy of the note from the Executive Director ' s 
Office . To avoid delays in cle&ring this matter 1 however, I have outlined below 
the sources of the figures used in my portion of the Report, 1.e. , lt>netary 
Developments, Balance of Payments, and the Exchange and Trade s~. -

l. Page 21 first full sentence: "As to the exports of textiles and related 
items, Which rose by 45 pr cent and represented 29 per cent ot total exports 1n 
1911····· " 

a. You said the Executive Director ' s Office had 57 per cent and 21 per 
cent , respectively. The figures of 45 per cent and 29 per cent 1n the above 
sentence were obtained from the Council for International Economic Cooperation 
and Development: A Brief R!POrt on '.l'ai-..n's EcoWita Taipei , Taiwan, China, 
March 1972. This document was cirCUliGd to the a ft duriDS the conaultation 
discussions . Please see pages 9•10, Table 9••Pr1nc1pal.\lxports 1970-711 of the 
above document. 

Total exports 2,135.5 
of which 
f'abrics, knitted and 
crocheted goods, apparel 
and accessories 6a::>.5 427. 2 

On this basis, exports of fabrics (textiles), knitted and crocheted goods , 
apparel and accessories increased by 45. 2 per cent in 1971 over 1970 and represented 
29.1 per cent of exports 1n 1911· 

See also page 8 ot the above-mentioned document, the third full paragraph, 
second sentence : "Fabrics, knitted and crocheted goods, apparel and accessories 
valued at US$6a:> million and accounting for ~ of total exports again showed the 



,• 

greatest g~in, up by ~·5% f'rom 1970 ••• o on Tuia information 1'.18S cross .. checked 
by reference to:. The Qentral Bank of China, ,£_£reign Exchan~~ StatistiCP.,; 
Taipei, Tai'WB.D.1 C'nina, December 1970 and December 1971 Issueso 

Composition of Items 

CCC 
Code .- ·_.JJesc'.l;'ipt:ton 

\rextile products 
Ifui'bted and crocheted 

items 
35 Foot-wear, ·wearing 

apparel,, and znaa.e .. up 
textile goods 215~8l~T 

Decluct f ootwea:r 

35.,.34 Footwear "V;flth soles and 
uppers of rubber or 
plastic material 

35-35 Footwear 't·rlth soles of' 
rubber and plastic 
material not i!'icluded 
in 35•34 

35.36 Footv:rea:r With soles of wood 
or cork 

35 ... 37 Foot"{-rear ·with sol8Sof other 
materials 

35=38 Ga:i.ters, spats and leggiri..gs 

Total of 31, 31t-, and 35 
excluding footvJesr 

) ._ ' } 

Thouoonds of us.; 
1971 1970 

301,5~3 

120,824 

~133) 

123..,li.10 
:5029~3 

{-92) 
(o) 

The table above shcrws that export of textile products, knitted and ere" 
ch.etea. items/} and wearing apparel and ll'..a.de..,up textile goods increased by 
l1j.8 per cent in 1971 over 1970d Coropa:t'ed 'Hi't;h total exports of' 00$2,135. 546 mil­
lion, exports of these items in 19'71 at US$624~483 million represent 29.2 p$r cent 
of the total. - · 

2.. Page 6, . second :full sentence: "T-lme and savings d.eposi ts rose by 26 per 
~or about the same as 19706 ..... 11 (The Executive Director's Office had 



) 

.. 3 -

a figure of' 33 . per cent). The above figure ( 26 per cent) was obtained from -&he 
Central Bank of China, 'l'aiw1Un Financial s·~atistics Monthly, Taipei, Taiwan;>' China, 
February 1972 Issue, Tahle 2, page 8" F:i.m.mcial Survey (Stimmarized Consolidated 
Condition Statement fo:r the Whole Banking System). 

nm- .... 

End of Pt;:riod 

1970 

19'(1 

-.-:---· 

60,755 

76,367 
--------.. ·--.-_ .. , __ ......... _ 

On the basis of the above figures, the increase in these deposits 'WE,8 

25069 per cent which was rounded up to 26 per cen-'e:; :'.l.n the Report.a 

3 ~ Page 9 JI i:;econd paragraph,, first sentence: "Regarc1:i.ng the trade pattern, 
the trade deficit 1v:i..th Japan in 1971 increased by US$154 million to USS500 1n:i.llion~ 
while the surplus w-J.th the United States (US$289 milliOD) and other countries 
increasedo 11 (''.file Executim:i Director's Office gave t.he 'f'igures as US$1h5 million, 
US$582 million, and US$453 millionJI respectively). 

The figures in this section of the report were obtained from the 0IECD 1s 
"Brief' Report on Tai ·w$.n rs Economy/' refe1-.eed to above.. 011 page 13 JI Table 11 of 
that Report, the follow:i.ng figures axe given: 

Y · Quas:t .. money is defined in this source table as ·time deposits, fixed savings 
deposits, and foreign cu.xrency deposits (excluding amounts held by governrnent 
agencies) with banks and cred:tt cooperative associatio:ns.? and all deposits with 
mu·tual loans and savings companies, Credit departments of' farmers' assoc:i.a:'~io:ns 
and thG postal savings system. 



'\ 
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- / 

- 4 ... 

The tre-de deficit 11ith Japan increased by ua~153.9 million in 1971 
over 1970. The f'igures 1vere cross-checked ·with and co:nfinl'Jed by source 
ind:i.cated on Appendix Table XXI, pa.ge 81 of SM/72/117 of June 5.:1 1972. 

In my opinion, there is no need to isEsue a correction paper on ·these 
po:lnts. As can be seen from the above, the figures were derived from informa"' 
tion a.w;ti1a'ble to us up to the point of' vn"iting the Report. If the figures 
from the ·Executive Director's Office are new information, they should. be 
treated as such. 

cc: Mr. K. Suzuki 
iY.ir. R. Williams ./ 
Mr. Palmer 



Mra. u.e. Wu-Yang 

A. Aahiabor ~ 

Olina•-Article XIV Consultation (811/T2/lll, 
5/22f72~-Source• am Explana:tioo ot Data 

June 13, 1972 

I refer to our telqbone conversation last Priday (J'Una 9) evenin8 in 
vhich you told me the Exacut~Directar•a ,!Jtn.ce (China) baa tigurea vhich 
are ditferent tra:n those w u d 1n cert&JD portions of the Staff Report, 
SM/72/JJJ. . I would like to oee e. co~~I the note from the Executive Director ' s 
Office . To avoid de~ in cle ine uatter, however, I have outlined below 
the sources of the figures used ti\ fflY ~ion ot the Report, 1.e . , MoDetary 
Devel.oprenta, Balance ot Paymants, 'illld the Exchange and Trw Syatem. 

' 1. Pase 2, f'irat tull sentence: \."..., to the exports of textiles and related 
items, which rose by 45 per cent and ~presented 2CJ per cent ot total exports in 
1.., ( j • •••• " 

a. You aaid the Executive Dire r ' s Office bad 57 per cent and ~ per 
cent, re9P19ctively. The figures ot 45 r cent and 29 per cent in the above 
sentence were obtained from the Council or International Economic Coo.peratioo 
and Developnent : A Brief no rt on Te.1\18.ll s Eco ~ , 'l'a1pe1, Taiwan, Cbina, 
,erch 1972. Thia documen wns cir tlX! s •t durins the consultation 
discussions . Please see pages 9-10, Table -·Principel Exports lCJT0-711 ot the 
above document . 

Total exports 2,13,.5 
ot which 
fabrics, lmitted and 
crocheted gooda, apparel 
and accessories 6a'>.5 .. 27.2 

en tb1a buis, exporta of :rabrice (textiles), lm1tted and crocheted goods, 
apparel and accessories increased by 45. 2 per cent in 1971 over 1970 and repre•nted 
29.1 per cent of exports 1n 1971· 

see also pap 8 ot the above-mentioned docunent, the third fUll paragraph, 
second sentence : "Mr1ce, lmitted and crocheted goods, apparel and accessories 
valued at US$6a> million and accounting tor ':!SJI, ot total exports asa1n showd the 



greatest gain., up by 45% :from 1970 ... & e. 
1
' T'.nis in:forul!'::l.t:l.on was cross"'checked 

by re:Perence to: T'.ne Centrol Bank of China~ Foreigl!.J1:xcha1'1&e Statisti~,, 
Taipe:l.p Taiwan, China, December 1970 and December 1971 Issu~s. 

Composition of Items 

CCC 
Code '~:Desc:i:•ipt;io:n 

TeXtile products 
K.~itted and crocheted 

items 
35 Footwear J) ·wem"ing 

apparel:> and maa.e .. up 
textile goods 215,81+7 

Deduct f'oot~·7e01" ,::25,,0§,3. 
35 .. 34 Foot1vear 1trlth soles ar1d 

uppers of rubbsr or 
plastic material 

35 .. 35 Fcot·weaz- with sole.a of 
1-ubber and plastic 
material not included 
in 35 ... 3t~ 

I': ... 
\ '. 

35 .. 36 Foot·weai" with soles of wood. 
or cork 

35.,. 37 Foot"t>rear ·wl th eolES of. ot.her 
-,, rcat.erinls 

35;..33 Gaiters, spa.ts m1d lcgg-lngs 

Total oi' 31, 3~.,, a:nr1 35 
exclv.d:iJ1g footwear 

-.. 

202pl56 

301,503 

120,8211. 

(-59_,342) 

E-35 p 37!{,) 

(-133) 

f-15i~) 

~O) 

621~,'-!.83 

189,948 

165,836 

123,!!·10 
:.22&2§.3 72,427 

f-30,~·95) 

{-20' 3!1.9 ) 

fli-7) 

f92) 
(o) 

!?.2-9,211 

The table above shcrws that e:cy_Jort o:f textile products, knitted and cro .. 
chetec1 :i.tems, and wea:r·i:ng apparel and ~nade""up text::U.e goods increased by 
'~·5v8 per cent in 1971 over 1970. Compru!'ea. wlth total exports of US$2;135.,;5l-:-6 mil .. 
lion.ll e:!qx>rts of' these items in 1971 at tJ&il62l1._,h83 million represent 29.2 pe:c cent 
of the total~ 

2. Page 6~ second :Ml sentence~ "T-lma and savlngs deposits rose by ~r 
cent or about the sartB as during 1970. ~ •• ~ 11 (The F..xecutive Director's Office hac1 
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a of 33 per cent ) o The above f'igu:r0 ( 26 cent) waa obtained fi"om the 
Cent1•al Bank of China"' Tai'wa:n Financial Sta:bJ.£111,Cs M:J.nth.!l; Taipei, Ta:twan, China,, 
February 1972 Issue, 'Table 2, page l), Financial Survey (Sumr:i.t.ed Consolida:ted 
Condition Statement for ·the Whole Danld.ng Syst.em) .. 

End Period 

1970 

1971 

60:i755 

On the basis of the figures, the in these deposits "t'1llS 

cent ·which ivas rounded up to 26 per cen'G :tn the Reporte 

3~ Page 9, second first senteuce: 111'=1.egsrding ·the trade patte:r'l'.I, 
the trade deficit wi:'ch in 1971 increased by !!~$~~ mi'.k~.i.£!! to us.7500 ?ni*lion, 
·while the Slll"T.>lu.s wlth the United States (US$8S9 mill:i.onJand other countries 
incree.sedw n (The Execu'tiv·e Direc·to:r's OffiCe~"gavetiierigures as US~~145 mill:ton, 
US$582 million, and US$453 million, respectively). 

'11l1e figu:.ree in this section of the report 1ve:i.""e obtained f'l"om the • s 
Report on Tai W'al'l 's EcOnOOJY';," referred to .. On page 13, Table 

that Report, ·che follo't-rlng are given: 

Japa."l 

1970 235~6 
J.971. 267$0 

Uni tea. Sta-ees 

1970 578e9 
1971 883 .. 2 

~~O)o = 

582.-1 
767 .. 4 

'~-63)1. 
59!~.1 

Tl~Sife 
bal.a..nce 

... 3l~6 .. 5 
-500 .. 4 

115~5 

2B9el 

·--
g Quasf:money is define'din this source ·table-·as "time deposits; f'i:ted saVings 

deposits.., end foreign cum:"emcy deposits (excluding amounts held by govemn:ent 
agencies) with bar:ik:s am coo1:iere:tive associations, and all depcisits ·with 
mutual loans a.'l'ld savings c:redi t departments of farmers 9 associations 
and. poStnl Sl'lViDgB "'-~7<:<"1-t!>.m 



,I~) ~ 

~ ... · "V"' 

~ 1.~ ..... 

The trade c1efici t 'Hi th Japan inc1"eased by US$153. 9 million in l971 
over 1970.. The f:i.gures ·we:r."e cross 0 checked wi·th end conf''li"!l:led by som.·ce 
incH.cs:ted on Appondbt: Table XXI, J?8o""e 81 01' Sll!/72/ll 7 of June 5}1 1972~ 

In my opinion., thei~o is no :need to issue a correction pap~r on these 
points~ As can be seen from the above, the figures 'tV..:?re der:tyed h·om inf'm"fua.­
tion o.va:Unble to us up t.o the po:'l.nt of' ·writing the Repo:r'te If' the f'igv .. res 
f':l:'om th$ E..xecut1. ve Director 's Of'f'ice Dre new :!.n:formstion ~ ·they should be 
treated as such .. 

cc: Mr e K.. Suzu.Ir.:i. 
!\h:' e R. Williams 
!fil>" fhlt!PZ" / 
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.,,.__ __ ___..., 

The Managing Director MW 1'7, 1972 

D.S. Savkar and Donald K. Palmer 

China .. 1971 Ar.ticle XIV popsuJ.tation Re3201~t 

Attached for your approval is a dl:'af·i:; capy of' the staff' report o:r the 

1971 Article XIV Consultation, which has been cleared wiJGh the Departments 

conce.rned~ 

Attachment 

cc: Mr. Smi·th 



MEMORA.l'JDUM 

INTERNATIONAL MONETARY FUND 

WASHINGTON, D. C. 20431 

May 9, 197.a, \ ~ · 
nr 1 

CAOL.E: ADDRESS 

INTERFUNO 

To: Treasurer 
Internal Auditor 
General Counsel 

.... : . .,, .. 
· u; 

From: 

Subject: 

Director, Asian Department 
Director, European Department 
Director, Middle Eastern Department 
Director, Western Hemisphere Department 
Director, Exchange and Trade Relations Department 

V'iV,,I The Secretary ~ 

Change in Par Value and Wider Margins 
I 

The Fund noted on May 8, 1972, the new par values 
proposed b¥ ChiP.2: , the Dominican Republic, Jordan, Thailand, 
and the United States for their currencies. The new par 
values a.re: 

0.0204628 gram of fine gold per new Taiwo:n dollar; 
l,520.00 new Taiwan dollars per troy ounce of fine gold. 

0.818513 gram of fine gold per Dominicru1 peso; 
38. 0000 Dominican pesos per troy ounce of fine gold. 

2.29184 grams of' fine gold per Jordan dinar; 
13.5714 Jordan dinars per troy ounce of fine gold. 

0.0393516 gram of fine gold per baht; 
790.399 baht per troy ounce of fine gold. 

0.818513 gram of fine gold per U.S. dollar; 
38.oooo U.S. dollars per troy ounce of fine gold. 

Jordan and China avail themselves of wider marginn under 
paragraph 1 of Executiv·e Board Decision No . 3463-(71/126), adopted 
December 18, 1971 • . 

Also, the Fund has concurred in proposals b~ the 
Government of Iceland and the Government of Nicaragua for new 
par values for the kr6na and the cllrdoba.. The .proposed par 
values are: 

0.00930128 gram of fine gold per Icelandic krona 
3,344.oo Icelandic kronur per troy ounce of fine gold. 
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1
- 7 Mr. Hsu 

· 0 Code \ F rf · t";., ....., · · ·· ASD 
... , SPECIAL INSTRUCT :~u: To 8 hi.~3 Excell(()ncy~ :the Min:hit0r cf...Film1"1~,.,,0::.;p ______ _,L~EG-

Para 
... , ~· 

:.-, ' 'i"he (:entra.1 Bank of 
. China 

T&.ipeiD Taiwan,.. , ...... ::-
:_Republic of Chir1 .. ~e • · 

,·~S" .. -~.;· 

·:~'::_;K:~zmi ASIAIWAl'IT<jl -· ·· 
:~::'.;~;.J.i,JANILA o · ·. ·... ·. • . · . 

'. 
l . 

Y,!O.f1 .... ~ ~,·l··~p ox:" 72in~~ ...... o R"'S 
-1>.J.-. .1..J,....gt. ... -J ;.._, ,~~ ...... u.~v!I :.• !!J 

.~g St,..eat~ ~. · 
._ta.1-tieis- Taiwan~ Ll.epublic of China., SEC 

.XXR 

· (1) ·· E:m,,cut~tve Boiro took following dec:i:!:lion .M&y ·B: · · 
' 

·.··· 
QUO'I'E~ "~·"<, " ·.:'-

I~ 1" 'The Government of Ch:b:m ·has propoeed a change in· the 
: par value of the new 'l'aiwan dollar to become effective 
oo: Vmy 8~ 1972. . The prop.:'..lsed par value _itH 

-:·,_· 

.. . <::.··o·· TLX 

. Reparlt:.Pai'.~graph·(Il) 

. O.,QZOli-628 gram of fine gold pe:r tfow Taiwan doll&.rp ·· · 
1 9520"00 new Ta1.'tll'an doll.:trs per troy ounce of f:f.ne gold . 

·, ~~· 

· to ---. 

" 
.. . _.. '£he, Central ·Bank of 

...,·2.., .The Fund~ in accordance with Article I.V, Section S(c)(i.: 
riotee the proposed par vahie. 

· ··-·· ' ·•· · ··- . Ch:f.na 

Taipeip Taiwan_ 
.. R"'mJhl1.e. of Ch:inA~ - ~ . .- - :..,. - ... .. 

'··_gr .. E..4.11Ji:D ,lfJ~H: ~l.JJ · 
' ,.,,.1.\ 

!·~lii·r.E LE%·.t"~ ETRD ASTJ.N ,., J; , . p n;' . .PA> • 

/~I. i-\ f ~· . ,(AJ/ ; . 
11 I {I. I . 

-.Dref1ed by. l?Ronolian gag . ' 

Secretary t e 
:, Department 

... Q .. · 5/8/72. 

..Date-=-----=--=-~--""----: 

· .. :,., . 
,,_._A UTH·~· R"A4-; .·•·. 
'' /}. - - . \} 

;;., 

···:.;:::.:.··· 

_,,; .. 

Signature . /. 

Wo · La.wrenca .Rebbard: 
. .. .. . 

Second Signature When Required. 

... ~ 
· FOR CODE ROOM 

.. Time Received 6 • 45 p eltl:., 

Tim.:i Dispatched 8 • 50--p.ii'ti 

(II) 

.. 

··., 

I Io 

·. 3. This par value corre.eponda. to !}3.-4286 new Taiwan 
·. doll8rS per r>p·acia.l drawing d.ght, or 000230263 

-~~C~.,.81 d.r.,~,~-:'1..n3 ~;tght r~r l1.0:1:'1! 'f~i~~~n '1~11 ~~~ 

.:(_..). . . ··. ' . ' .., l .. 

The lru1'ld 11otes that the Govermneni: of China is UVliiling 
itself of wider ma:rginr; 1.mder paragraph 1 of 11:Xecutive 
Board Deciaiora Noo 3463 .. (71/126),, adopted December 18~ 
1971". 

UtlQUO'rE 
-. -\ 

In order to facilitate the adju-stm.ent of the Fund.1 s holding!l · 
of the new 'l'aiwan dollaj:: in accordance with Article 'J.V~ 

.. Section 8~ ple.if:le cable bOlllance: iu Wuudfs No~ 2 -Account ar; 
'.of iliiz~2·mi6.-&.l!<..?..±ru;..~ noon~ May 8,. 1972~ If this not possible 

·as of opening of business May 8~ 1972~ 

. {~ 

.•; llel?b~icl/!nterfund 
·;. .. 

. . 

·_,.·- "\·' 
'. ,;.·. 

_· .. •i •.• 

' -: · .. , ,• . ; '.~ · ... ' 
'. 

'. 

' ... · .... 
:··· T··. " 

Number of· Words O (li:O~ 25 , .J / .PaS 
. tog 160077/80 . . .•. Route . . . . .. . .. .. . .. . . 

f;J ~JMr~BELOW THI~· LINE 

. . . . tJH TL..X IT11 TLX ITT -. '-'·· .. . • ' . ' · ., .. 
-. Operafdi !< 2 ' ... 

. FJ iJI>..: ..... · .• • 
:~.~ . . ... · ...... '( 

•.· i 

y .· 
·-. 

~.: . ';- -\.; 

.. ~~~-;. ..... i~~-~~~;d·~.c-- -.. ------~--":.· :··-· .... :· :··---~- ~---· :.i-:· .... ·--·-;· -~ ··-· ...... ...- .-:. : .:_:._:....;.-=..'[~_:,, ~~ .... -~ ... --.-~ -..:.:.-...-~-· _-. ·.-.···- _ 1.:~.;. ~-~ :-~=~S~~-:-~-~~-=,~-~~., :~·: .. -.. ~ ... '" ... :·~ -. - --· .:....;...~7·:~- ~···•'~" ._,., .. 



TO 

FROM 

SUBJECT : 

Office Memorandum 

The Managing Director 

P. I. Hsu 

~. (1-JJ 
( c_ 4 'itv.. ell·~· 
·~~~ 

DATE: May 8, 1972 

. . 
,, <t,. /. 'f Change in Par Value - Nev Taiwan Dollar ~ ~ /(j/f 

I have received the following message from Governor Kuo-Hwa Yu: 

"The Govermnent of the Republic of China proposes, in 
accordance vith Article IV, Section 5 of the Articles of 
Agreement of the Fund, to change the par value of the Nev 
Taiwan dollar, effective noon, May 8, 1972 {l.Jashington, D.C. 
time),from 0.0222168 gram of fine gold per Nev Taiwan dollar 
to 0.0204628 gram per Nev Taiwan dollar to prevent the im­
mediate emergence of a fundamental disequilibrium in the 
context of the recent realignment of exchange rates. 

"Furthermore, the Govermnent of the Republic of China 
herewith notifies the Fund that it avails. itself of the vider 
margins under Executive Board Decision No. 3463-(71/126), 
adopted December 18, 1971. 11 

Orig: ASD 
cc: MD 

DMD 
LEG 

TRE 
SEC 

.• 



Mr. A. Gerete~ 
Mr. D. Palmer 
Mr. R. Miller 

A. A. Mattera 

Aa •uaea'\ed b.Y Mr. Gentein'a umorandum. ot April 5 to the Muaging 
Director,.· tbe attached cables b&Ye been drafiecl in the Asian J>epartaent 
t.o be eent. to tour Asian llCbere (China, Japaa. Nepal, Thailand) vhieh 
a.re expected to propoae a nev par Yalu.a when the Unit.ad States propoaea 
to the Fund a chaage in the par nl.ue ot the U .s. dollar. The onl.J one 
ot tbeee tour members vbi.ch now baa a central rate ia Japan. The drat't 
cable• tor China and Japan VO\&ld be given to the reapeotive Executive 
Direc'\ore, &Dd those to llepal and 'l'bailaod vo\lld be sent b1' the Aai&n 
Department. 

Pleue give me ar:q aqgeatiou on the attached dr&tta b:y tcmorrov. 

At.tachllenta 

cc: Mr. Wood.le;r 



China. ··----

Following is a suggerrted :l:'orin cable that shoiild be s~:rrt. to the Fund 

chooses to 1naint~dn 

dollG.:!:'! 

11The Government of Hepublic of China. proposes) ir: accordance 

with .Article IV, Section 5 of the Articles of Agreement of t;he l"und 

change the par value of' the new 'J:a.hran dollar with effect on (date 

aud time)~ to 0.020~-628 e~ram.s 01.' fine golo. new Taiwan dollar, 

disequilfb:r.iurct. n 

T:tve ca.ble ·t.o the Fund shouJ.d ::-..lso inclucle a 

justitiaat:ton of the chan3e in the par value. 



Mt•., Heu 

China--Article XIV Consul:tation 

Attached hereto are four copies of the Staff Questionnaire which have 
been prepared in connection w1tll the forthcoming Article XIV consultation dis"' 
cueeions. It would be appreciated if three copies could be forwarded to the 
appropriate autboritiee in 'lttipei; the fourth copy is :for your files" The 
Background Paper will be sent to you shortl.vo 

Mr. Alex Ashiabor and Mra. Hui...chen Wu Yang will arrive :ln 'D:l.ipei on 
March 2 so that they can collect necessary informs.tiono It would be most help~ 
f'u1 :!f' the replies to the Questionnaire could be made available to them on their 
arrival. 

Attacbm..ents 

HCWY:KS/mp ; 

cc : Mr. Suzuki 
Mrs. Yang / 
Mr., Ashiabor · 
Far F.astern Division 



Office of the Minister 

MINISTRY OF . FINANCE 

REPUBLIC OF CHINA 

January 18, 1972 Orig: 
cc: 

ASD 
MD 
IMD 
Mr. Hsu r _Jl1.R--

Mr. Pierre-Paul Schweitzer 
Managing Director 
International Monetary Fund 
Washington, D. C. 
U. S. A. 

Dear Mr. Schweitzer: 

~ 

1 

LEG 
RES 
SEC 
AIM 

}{.bl 

I have received your letter dated January 12, 
1972 informing me that, as agreed with our Executive 
Director, you propose to hold the 1971 Article XIV con­
sultation in Taipei from March 6 to March 17, 1972 and 
that the Fund staff team for the discussions will consist 
of Mr. Koji Suzuki, Mr. Alex Erie Ashiabor, Mrs. Hui­
Chen Wu·Yang and a secretary. 

On behalf of our government, I take great 
pleasure to welcome the Team's visit. Please advise 
us in advance the exact time of their arrival. 

Meanwhile, I am looking forward to receive 
. the questionnaire from you at your earliest convenience. 

Sincerely yours, 

br.f:· 
K.' T~ Li 

Minister of Finance 

I j,. 
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FY 1971 
FY 1967 FY 1968 FY 1969 FY 1970 (Budget) .FY ·1972 

(In millions of· NT dollars) 

A. Revenues · .· ·28,359 31,973 ·42~337 ' 49,257 21~658 

Truces . 
a. Income and prof~ts 

'"" b. ' Property and capital 

' - 19,549 '2~.,44'4 32, 76o 36,339'' 39,244 ' 
' . .(1,.375) . (1,820) (2,546) . (3,447) (3,9ll) 

· transe.ctlons · 
c. Commodities and services 
d. International trade 
e~ ·.-.Others!/ .' ' ' ' 

. · (2,.469l (3,500! (5,022! .. (5,2oil - (5,17oi · 
' (10,120' (12,062 '(15,849 -(17,712 ' (19,582 ' 

(5,017 (~1~·$115'.) (8,,564 : (9, 706 (10ll436 
' '.' (569) ,, ' (546 - ,' (~65) . (6 ' ' (--

. ~ 

B. 

·Profits of public enterprises. 
, · . and u-tili tie~ / · 
Other revenues5' 

cpenditures · 
' ' 

·A· General adtninist~stiori and defense 
~'-Economic reconstruction and · · 

' .·communication . . __ . · · . · 
· Education, science, and c'!llture 

InV'estment in public enterprises 
_ . Social relief and health 

·Public ·debt · 
Others'. 

C. De:fici ts 
. D. · Financing of deficit-s_ ·. _ 

3,9!1.6. 
4,864 

29~703· 

15,668 . 

2,616. 
4~070 
4,103 

'2,198_ ' 
. 5lq' 
·. 472 

-1~344 

·;jr,1or1 · 4,529 
4,458 5.,048 

32~186 392985 
,17,938· 21,051 • 

'3;438:. 3,570' 
4,865 6~711 
·2,00~- 3,373 

. 2,581 3,624 
772 794 
588 862 

'-213 2,352 

. 5,326 
7,592 

482293 
'-"4 '"31· 
L, '<- • 
'3~790 
9~761 

' 3,190 
~-, 519 

904 
1,898 

964 

5,492· 
6;922 

51, 568: 
' 25~809 

-, 

4,321 
9;460 
3,li45 
5,712 

986 
1,855 

90 

Domestic bond :issues . · · · .· · . · 2,800 
. Less: . +edemptioris of' secur:i.ties1/ . -1,024 

3,000 
- -816 
2,1a4: 
' 360 

' 2,1()() 
.. 2,213· 

-133. 
240 

2;500 
~1,775 

725 

2 800 
. ' 

Net bond- . financing · · - .. -.1, 776 
"-2,890. 

Transfers fI'.om counterpart !fi:und _480 
Cha.bges in cash balance (increase in, 
. cash reserves) -

Truces. 
a. Income and.profits . 

'·b. Property· and ·capital transactions 
·::·c. Commodities a.nd services. _ 
d; International trade . 
e. Other truces 

·· .· Prof"its oi pUbiic enterprises and 
· - utilities · " · 

Other revenues· 

B. '.E:zj>enditures 
G~nernl ad:ininistratio~: and defense. 

.Economic reconstruction and: 
· communication . . 
Education, science, and culture 

.. Investment in public enterprises. 
· ·Social rel'.i~i!dand health 

Public debt 
Others·· 

. c~ ·. nericits-_. 

D. · Financing of'· de:ficits 
· · Dome.stic bond issues . . ·. 

·Less'-:· redemptions· of' securities 
" Net bond financing 
Transfers _from countecyart fund­
Changes in cash balance (increase !n 

... cash reserves.) _ - ·' · 
' . . 

912 2,331 2,480 1,689 

(Percent~~ ,of GNi:l.) 

.?b! 20.6 23.6-_ ' 24.1 -.-

14.6 15.7 18.3 17.~ 
1.0) ' (1.2) (1.4). ' (1.7) . 

~:~l · .. ~~Jl !<~:~~. ·. " · g:i~)" . 
3.7).. (!~.2) 4.8 (4~8 

. o.4) · · (0.3) 0~2) (-- .· 

2.9 .·, 2.0 2.·5 2.6 
3.6 2.9 2.8: 3.7 

22.l 20.7 - .22.3 23'.6 " 

11.7 · 11.5 12.3 11.9 

2.0 2.2 2.0 1.9 
3.0 .. 3.1 3.7 4.8-
3.1 1.3 1.9 1.6 
1.6 L7 2.0 ·, 2.2 
o.4 ·o.~5 o.5 .. 0.4 
0~4 o.4 0.5 0.9 · . 
~1.0 ·· ..;O~l ,!.-..3. ()· 5 -
2~1 1.9. 1.2 L2 · 
1.8 0.5· 1.1 0.9 
1.3 1..4 - --0.06 0.3· 

' 0.1~ 0.2. O.l. 

0~6 ,_ .. 1.5 1.4 o.8 
Source: Data obtained during 1970 Article XIV consul.tation discussion~. 
"!/ -Defense_ surtaxes. - . . ·. · ~ ·. - · 
:g/.- Includes income from :properties, fees, fines, -_ etc. · . -. 
~I Iqcludes redemption of economic lo~ns from.FY 1968. · !/ Adjusted to' fiscal year. · 

-90 

-­·" 

21.4 

l!t~l' 2.1 
8.1 
4.3 '' 
(--) 

2.3 
2.9 

21.4 -· 
10.7 

1.8 
3.9 
1.4 
2.i~ ' 
o.4 
o.8 
0.01~ 

1.2 
1.1 

-o.04 
. _ ... 

.--

I 
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VI.. Balance· of Payments 

57. Please provide balance of payments estimates for 1971 (Table. 2 attached)·, 

check the previous figures and provide any available information explaining 

variations in the accounts for 1970 and 1971:· 

58. Please provide balance of payments projections for 1972 and 1973 and 

_explain variations between the estimates for 1971 and the proj~ctions for the 

next two years. 

59. Please provide estimates of the component items of the capital account of 

the balance of payments for 1970 and 1971. 

60. a~ Please update the data on gold_and foreign exchange (Table 3 attached). 

b. What was the reason for the sharp decline in gross foreign exchange 

reserves in May 1971 and the steady decline since July while the net foreign 

assets in the monetary survey showed increases? 

61. .Please provide data on outstanding preferential exp:::>rt loans by banks, 

cla~sified by industry as at the end of December 1970 and 1971. 

62~ Please give details of trade with Viet-Nam in 1970 and 1971, showing 
/ 

separate figures for exports under U.S. aid. 

63. Please describe obstacles to exports arising from :policies of China's 

main trading partners. Please include the :position with respect to the agree-

mentswith the United States on the export of textiles to that country (and 

also to the textile agreements -with Canada s,nd Italy). 

64. Please give details of the agreement with EEC member countries, giving 

the main objects of the agreement, as well as the major items of trade covered 

by the agreement. What has been the development of exports of these items to 

the EEC countries in 1971 and what are tlii;i :prospects for 1972 and. 1973? Plea,se 

give supporting figures. 
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'!'able 2 • Chinas International Tra"!Ulactione, 1~7-n}/ . 
(In 111.tll.i~ns of u.e. dollRrs) . 

1967 1968 1%9 1970 1Q71 

,/ •• Merchandise, services, and unrequited transf'er1 
{excluding grants rcceiYed) 

Expol"te r.o.b. 654.o 8?.5.9 l,o81.4 1,465.1 
Dnporte f'.o.b. -716.6 -899.8 -1.100.~ -1.~76.l 

Tranfll balftnce 96->.6 -73.9 -18.9 89.0 
Other receipt11 

:' Tranaportation and merchandise insurance 51.4 51.6 55.3 61.~ 
Tranl 34.1 64.7 66.8 89.o 
Government aerrl.cea 41.0 60 • ., 51.0 "5.~ 
Other services 17.3 19.1 7".0 89.8 

- ~ Transfers 24.6 14.4 10.9 17.6 . Other payments 
Freight and insurance on imports -58.?. -8o.o -&r.o -110.9 

· ~ Other tnuurportation -~0.3 -38.4 -~7.4 -49.0 • .s 
Investment income -16.4 -"9.9 -laO~l -61.0· 
OtbPl' services -50.~ -1"7.0 -110.7 -145.5 
Transfers -4.9 -7.0 -9.~ -11.~ 

Totl\l :w.:> :1£.~ -47.3 -5.7 

e B. Mtst"ellaneous cl\pit&l 
Dil'f"Ot investment ~.5 ~-3 51.5 61.4 
Other long-tenJI CRpital or private 

nonmonet&t"Y sector n.1 17.6 76.4 31.4 
Oth~r short-term eflpital of priTPlte 

nonmdnetary sector -41.4 -52.3 - 34.3 E)ll. 3 
MiacP.lllll'leou.s official capital ~ -o.B -7.3 ?.7 

Total 7.9 ~ t!b."3 158.5 

c. Net errors and omissions -5.4 u.9 16.8 4.4 

D. Total (A through C) .39.7 -1~.5 55.8 157-! 

I. Official grants Md lo&na received, netY 
tJ.S. Govermne-nt grants 4.7 6.7 
Other grants received ·-- ?..O 6.1 1.6 
U.S. Government holdings of new 'l'aiwan dollars 14.6 17.l .9.6 5.0 
U.S. Government lonns 4:>.o 7.4 5.9 -11.6 
Aa?JB, IBRD, o.nd IM loans 5.6 6.7 15.5 ?.4.9 
Japanese Govel'rmient loans 31.1 21.6 14.7 l~.7 
other loans received o.4 
Trade credits on aid imports -o.6 ~ o.e •l?.7 

Total 97.lT 79. ~3.li ?5.9 
r. Totd (D plus E) 58.1 -4~.l 89.~ 1P1.0 

Trade balnnec -6,.6 .73.9 -18.9 P-9.0 . .. Other gQOds nnd services .. 9.3 .59.7 -30.1 -101.0 
Private unreQuited transfers ~.'.' 15.'3 13.0 ":I().?. 
GoYerllllM"nt unrequitP.d transfera ~1.8 o.8 .5.~ -6. "-' 
Capital o~ no111110net~l"Y •~ctora lll.O 6'?., 11.6 76.7 • Met errorB and omissions -5.4 11.9 16.8 4.4 

G. ~netizntinn or gold 1.0 

R. Total (J!' pl.WI G) 59.1 -41.l 89.'! l8'.".0 
I. MonP.tary 111n'Vf'112Pnts ( tnereue in aaaete - ) 

Dr-posit money banka 18.5 8.7 -'-6.? -8.4 
Monetftry gold -18.8 o . ., -0.9 
B~~ervP position in tbP Fu.~d .59.e 
Forrf.gn P%Chllngf" rrservr.e -60.1 -..4.8 -61.0 -1"'1.0 
Other clnim!l of' CrntrAl. Bl\11.k ].. ~ -o.6 -1.1 (,,"'I 

TotRl =i59.i' 1n.1 -U<>.~ -iF·~ .o 
Souttet IMF, B~lllnctt of' Pa•nnr-nts Yr.nrbook, Washington, D.C. 

~ 
R:>sttive tigur~s are credits; n~gati'Yt'I f'igures arc drbita. 
Draving1t net or ~~nts. 



1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
2g60 
J 
l~oc: 

1963 

·~ 1966 
1967 
1968 
1969 

1970 
March 
June 
September 
December 

L 
uc-lnuary 
February 

arch 
n.pril 
May 
June 
July 
August 
September 
October 
November 
December. 

1972 
January 
February 

10 -

Table 3. China: International Reserves} 1952*71 

(Jx~ millions of.U.S. dollars) 

. . . ,d. y 
~~~~----~~-:-~O_f~f~1c_1~ru.::-::-1 H~o~~~i~n~g~s------,-----,---------~ 

FlLTld gold Foreign 

Gold 

39 
38 
40 
41 
42 
42 
43 
41 
41 
43 
43 
50 
55 
55 
62 
81 
81 
82 

82 
82 
82 
82 

82 
82 
82 
84 
82 
82 
82 
81 
81 
80 
~D 

'? 't 

Foreign21 exchange!:! 

23 
~8 
l~-
30· 
44 
67 
82 
88 
81 
93 
71 

177 
242 
245 
275 
335 
300 
361 

389 
449 
433 
1+82 

441 
4,./8 
496 
527 
437 
422 
43'4 
423 
398 
i115 
l-jJ-&-
!1?._i:'t 
-. ,;._>) 

tranche Gross exchange 
position assets liabilities 

60 
60 

60 
60 
60 
60 
60 
60 
60 
60 
60 

62 
66 
54 
71 
86 

109 
125 
129 
1~2 

136 
114 
227 
?.97 
300 
337 
416 
381 
li.11-3 

471 
531 
575 
624 

583 
620 
638 
671 
579 
564 
576 
56!1-

. 539 
495 
)0£,-

0'1 

Net 
assets 

Source: !MF, 1·nte1·national Financial St:_atist:.i.cs. 

Foreign 
Exchange Assets 

Held by 
Other Bankslf 

1 
1 
1 
1 
1 
1 
1 
1 

10 
13 
8 

19 
25 
17 
19 
21 
27 
26 

29 
33 
39 
32 

38 
30 
·42 
38 

y Held by the Central Ban.~ of China and the Bank of Taiwa..Tl. 
fl Consists of foreign currencies in vault, deposits wit:h banks i:n terms of' foreign cur::cenciE 

and readily cashable foreign securities., · 
Y Covers the Ban.lt o:f' China, the Bank of' Communicaticm, Overseas Chinese Corrnnercia1 Bank, 

~)f<:1nghai Co1mae;r9ial and Savings Bank, the Central Trust of China, the J<~ar:mers Ba..nk of China, 
.r'irsi:; _go:·'merc:i.al Ba~~k~ H~a.··N·~n_ Comme'·cial ;BaJ1k s11d Ch·'ng'.'ua C'immercirl ~ank •. 
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65. Please desqribe developments in China's principal markets for agricul-

tural and semi~processed agricultural products. How have exports of these 

i terns developed in 1971, and what are the prospects for_ 1972? Please giv.e 

supporting reasons. Also, piease give details of new agricultural, fisher-

ies and other products for export. 

66. Please describe developments in the three export proQessing zones of 

·xaohsiung, Na.ngtze and Taichung since the last m:i.ssion. 

67. ~lease'describe the possible effects of the recent realignment of cur-

· rencies of China 1 s major trading partners on China's exports ~nd imp.arts. 

68 •. Please provtde available information regarding China's trade with Japan 

in 1970 and 1971, and give details of negotiations or measures being taken to 

improve the trade balance with Japan, particularly since the revaluation of 

the Japanese yen. 

69. Please describe the effects of changes in the United States' trade and 

exchange policy since August 1971, on China's trade with the United States. 

70. · Please provide details of any calculations or estimates of the effective 
• 
rate of the New Taiwan dollar vis-a-vis the_ currencies of China.' s major trad-

ing partners since the realignment of currencies of December 1971. 

71, Please .provide data on inward and outward remittances, showing component 

items (e.g., dividends, interest, royalties, etc.) for the years 1969, 1970, 

and 1971, explaining any variations and commenting on the prospects for 1972 

and 1973. 

72. Please give details of foreign official and private loan contracts 

entered into in 1970 and 1971, showing details of amount, terms and interest 

rate including grace period, final maturity and guarantor. 
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73. Please give details of actual inflows of foreign official and private 

capital into Cpina in 1970 and 1971 compared with projected inflows of 

capital f,or these years and comment on any differences. Please provide 

estimates of capital outflow in 1970 and 19~(1 if there were any. 

74. Please provide data on outstanding external debt and debt service pay­

ments by updating and completing Table 4 (attached). 

75. Please provide details of approved foreign investments and actual pri­

vate capital inflow in 1970 and 1971. 

a. What bas been the experience with regard to measures to stimulate 

the inflow of foreign ca pi ta,l and to reduce the lag between approvals of 

foreign investments and actual receipts? 

b. What new .measures have been ·introduced or are under cons.ideration? 

c. What are the prospects for capital inflows? 

76. What is the latest status of the US$150 million loan from Japan? Please 

provide information on amounts earmarked for projects under the loan, as well 

•as disbursed and undisbursed amounts. as at the end of December 1970 and 1971. 

77. Please provide details on the status of the Sino-American Fund for 

Economic and Social-Development (SAFED) in 1971. In particular, please give 

details of amounts (in grants and in loans) used in 1971 and on which pro.jec·~s, 

compare actual drawings with projected for 1971 and give reasons for any varia­

tions. Also please give details of projected use of SAFED funds in 1972 and 

.the openi_ng and closing balances on the SAI1'ED account for 1971 as well as the 

projected closing balance for 1972. 

78. Please summarize information, as at the end of December 1971, regarding 

persons involved in economic and technical ~ooperation projects with other 

countries for increasing.the efficiency of domestic industries. Also show 



Table 4. Republic of China: Outstanding External Debt and Debt Service, 1969-78 

(In millions of U.S. dollars) 

Outstanding Amounts 
End of 1971 

Estimated Debt Service Payments . 
1972 · Princi;p13.l 

Principal Interest 1973 1974 1975 1976 1977 1978 1969 1970 1971 Principal Interest 

Trade credits 
, (usan~e credits) 

Other short-term debtJ} 

Total short-term debtY 

Total medium-te~ebt!±/ 
Tote,l long-term debt§/ 

124 

24 

148 

359 

413 

Source: Central Bank of China. 

154 

26 

180 

420 112 2521 

445 28 20 

1/ These loans include overdrafts. 
g/ With a.n original or extended maturity of less than on~ year. 

••• 

... 
... 

88 ... 89 60 

31 37. 40 

3/ With an original or extended maturity of one year but less than 12 years. 
!I/_ Includes both public and private. 
~ Staff estimates: represents 6 per cent interest per annu.~ on outstanding amount at end of 1970. 
2J With an original or extended maturity of 12 years or more; disbursed. amounts only. 

. . . •' .. 

1+2 

43 ... 
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·. details·of Chinese technical and other assistance to foreign· countries as 

at the same date. Please describe developments relating to technical and 

regional cooperation with other countries since the last mission. 

79. Please give details of changes in the exchange and trad.e system since 

the last Article XIV consultation •. 

80. Please give a summary of changes in commercial policy with respect to 

the use of import controls and ta,riff protection since the previous consul­

tation. 

81. Please describe the existing arrangements with regard to the imp:::irt 

licensing system and the present position with regard to import margin 

requirements. 

82. Please indicate the number of items on the prohibited, ·controlled and 

permissible lists of imports at the end of December 1971 and the shifts that 

occurred between the lists since December 1970. What are t.he present arrange­

ments concerning the licensing of commodittes on the controlled list of 

imports? 

83. Please give details of the present status of the exchange retention 

system. 

84. Please give the current requirement for domestic manufacturers to use 

domestic (rather than imported) raw materials, intermediate and capital goods. 

What changes in this policy have been effected since December 1970 or are 

being contempla te.d within the context· of the recent realignment of currencies 

of China's major trading partners. 

85. Please outline changes in the tariff structure in 1971 giving details of 

the range of tariff rates. Also, please:: provide available information on the 

work of the Tariff System Committee of the Ministry of Finance. 



fl 
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86. Please summarize -the existing arrangements regarding assistance to 

exporters through the tax, exchange and public utili~y systems in 1970 

and 1971. 

87. Please give details of quota limitations on exports including infor­

mation on commodities, quotas and distribution. 

88. Please describe the forms and extent of preferential treatment given 

to domestic shipping, air transport and insurance enterprises. 

89. Please give details of the new Statute for the Encouragement of 

Investment. Wha.t are the new features of this Statute compared with the 

previous one? 

90. Please describe developments in the exchange markets, including any 

changes in the specifi~ currencies in which exchange transactions may take 

place and details of the rates concerned since the previous mission. 

91. Please give the monthly range of quotations for the U.S. dollar and 

gold in the curb market since the encl of 1970. 

92. Please provide details of any changes in laws and regulations governing 

trade and transactions in gold since the last consultation; 

93. Please provide annual data for 1971 on imports of gold, giving details 

of country sources, prices, the agency affecting the imports and the purpose 

(i.e., monetary or nonmonetary). 

94. Please provide data on gold purchased and sold by the Central Trust of 

China in 1971 and data of the Central Trust quotations for gold put forward 

for auction in 1971. 

95. Please provide data on the proportion of gold production emanating from 

publicly-owned mines in 1970 and 1971. 
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Dear Mr. Minister: 

As agreed vith y0ur Bnwtive D1ractor,. '\le propose to bold the 1971 
Article XIV consultation diacussiorua 1n 'lkipe:l tram 1'Brcb 6 t.o M.u'cb 17, 
1972. . 

'lb! Fund staff team for the discussions will cooe1st o'f Mr. Koji 
~Sumki, Senior Advisor, Asian De~t; Mr. Alex Eric AM!abor, Senior 
Eeonoodst, Rx'.change o.nd Trade Relations De~t; Mrs. Hui-Chen Wu. Yang, 
Eco~at, Asi&n Department; and a secretary. 

'!be eta.tt Questionnaire aoo Iilckgrotmd Paper vill be forwarded to you 
eh0rt1y,, and detail& o't tbe lliaeion's arrival will be cOlrf!lU!l1cated at a 
later date. 

Bia Bxcellenay 
K. f. Li 
Miniater o-r F1L"6nce . 
M.1.Distry ot Fine.nee 
1\11pe1, 'lh1wn 

Republic of China 

KS:mp 
l/ll/72 

Sincerely 10Ur8, 

P1erre-I\lul. 6chVeitzer 
lanagiDa Directo,.-

cc.: MD 
DMD 
Mr. Usu 

4 eym, 
LEG 
RES 
SEC 
ADM 
ASD 

• 



INTERNATIONAL MONETARY FUND 

WASHINGTON , D . C. 20431 ~ 
EXECUTIVE DIRECTOR 

December 21, 1971 

~ Dear Mr. Schweitzer: 

I take pleasure in informing you that the Republic of China will 

maintain the rate NT$40. 00 per US$1. 00. 

Sincerely yours, 

~~ 
~.Hsu 

Orig: ASD 
cc: MD 

IMD 
TRE . 
LID 
RIB 

CABLE AODRESS 

INTERFUND 

I 

\ v1 
(',...l 

Mr. Pierre-Paul Schweitzer 
Managing Director 
International Monetary Fund. 

ET:.i"7-==-::z=i=-
. SEC 
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Mr. Hsu 
TRE · 
LID 
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ETR 
SEC 

REURTEL DECEMBER EIGHTEENTH PLEASE BE ADVISE AAA 

EXCHANGE RATE FOR OUR CURRENCY REMAINS TO BE 40 NEW TAIWANDOLLARS 

PER US DOLLAR.BBB WE PROPOSE TO CHANGE GOLD CONTENTS TO 

0.0204628 GRAM OF FINE GOLD PER NEW TAIWAN DOLLAR EFFECTIVE 

SAME TIME WITH THE NEW/PAR VALUE OF USDOLLARS STOP SHALL 

MAKE OFFICIAL ANNOUNCEMENT LATE THIS AFTERNOON PLEASE 

CONFIRM THE PROPOSED NEW PAR VALUE REGARDS KTLI MINISTER 

OF FINANCE 
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~©RANDT.JM FOR FIInl 

Subject: Meeting ldth Mr. Hanh • Viet-Nam and China 

/ 
. --?> ft9' 

Mr. Hanh saw :me today when the following discuasion took place. 

l. He referred to the discussion we had with the Vietnamese 
delegation during the Annual Meeting and <Wked me whether the Fund would 
be prepared to send a mission to Viet-Nam in' January. I told him that 
since enotJG}l time had not elapsed o.f'ter the exchange rate reforms or 
November 16, we would like to postpone, the mission to a later do.te to 
enable us to make a judgement as to the effects of the reforms on the 
economy. We tentatively agreed that a mission could .visit Viet-Nam after 
the Chinese New Yeo.r, sometime around February 20. 

2. He asked me whether the staff' had made any judgement as to 
what Viet-Nam should do when the realignment of currencies took place. 
I told him that ·we hl>.d been giving same tho~ht to this question and our 
view was tha.t the piastre should follow the dollar . Since an exchange 
reform was introduced only recentliy I said we felt that Viet-Nam could 
keep its present excllange rates to the dollar which would have the effect 
ot depreciating those rates against other appreciating currencies . This 
wou.ld amount to a substantial depreciation asainst maJor European currencies. 
and the yen. . 

3. He asked me whether ve intended to send a mission to China 
as scheduled, sometime at the end of February. I told him that I haven't 
had time since my return to f'ocus on this question, but my own view was that 
until the constitutional question crune to the surface I would like to con­
tinue with our normal activities as before. I said I hnd not diocussod this 
question with Management, but at this stage this was my view. Ile replied 
that this was logical and they would have no difficulty on their side. 

4. He said that in the event China• s quota is to be readjusted 
what was the view of the staf'f as to the .possible quota tor China. I told 
him, here again, we have been doii>g some thinking but had! not reached any 
final view; however, in a prel1m1nary wey our analysis showed that the 
quota could be in the ranee of $80-lOO mill.ion. 

cc: MD 
DMD ./ Em v . 
LEG 

DSS!'li'.T 

D. s. Savkor 
Director 

Asian Department 
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CONFIDENTIAL 

Republic of · China 

Date of Admission to the Fund: An original member. 

Par Value: Currency unit is the new Taiwan dollar; an initial par value at 
NT$4o.oo to one U.S. dollar was approved by the Executive ;Board on September 4, 
1970. 

Quota: China has a quota of $550 million. In the past it has not consented 
to any increase in its quota and it does not wish to have an increase as part 
of the Fif'th General Review also. Payment of the gold portion of its original 
subscription to the Fund pursuant to Article III, Section 3, was completed on 
August 14, 1970. 

' ' 

Use of Fund Resources: None. 

SDRs: China's instrument of participation in the Speci.al Drawing Account .has 
been deposited with the Fund. China, however, notified the Fund that it did 
not wish special drawing rights to be allocated to it for the first basic 
period, but has reserved the right to request the Fund to terminate the effect 
of the notification with respect to the third allocation for the first basic 
period. 

Article XIV Consultation: The 1970 consultation was held in Taipei from 
March 22 to April 1, 1971. 

~-J Domestic Developments 

Gross national product: In 1970, the second year of the Fif'th Four-Year 
Economic Development Plan, GNP at constant prices rose by 10 per cent compared 
with less than 9 per cent in the previous year. Barring unforeseen factors, 
this high rate will probably be maintained and may even be exceeded in 1971. 

Production: Prospects of agricultural crops are good. In the industrial 
sector the overall gain in the first half of 1971 was more than 21 per cent, 
compared with 15 per cent for the corresponding period of 1970. An increase 
in industrial production exceeding 20 per cent is :projected for the whole year 
1971. 

Government finance: The consolidated budget of all levels of governments, 
with some reliance on borrowing from the public and U.S. counterpart fund 
transfers, has been in balance since FY 1964$ Since FY 1970 (beginning July 1, 
1969) there has been no transfer of U.S. counterpart fund for budget purposes. 
Successful efforts have been made in recent years to increase tax revenue. 
The budget of FY 1971 was estimated to yield a small surplus. Government bonds 
amounting to NT$2,800 million were issued to redeem the same amount of public 
debt. 

Monetary conditions: The money supply rose by more than 11 per cent in 
the first seven months of 1971 compared with an increase of 7 per cent during 
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the corresponding period of 1970. The monetary expansion was attributable 
to the continued increase in both net foreign assets and credit to the private 
sector, each equivalent to more than 20 per cent of money supply at the begining 
of the year. The offsetting factors were a nearly 90 per cent increase over 
the corresponding period of 1970 in savings deposits and some smaller increases 
in government deposits and in unclassified liabilities. 

At the end of May 1971, the Central Bank announced reductions of its 
interest rates as well as rates on loans and deposits of commercial banks 
for the second time in six months. The reductions ranged from 0.6 per cent 
to 0.7 per cent per annum for loans and from about 0.2 per cent to 0.7 per 
cent for deposits. As a result, interest rates in the unorganized money 
market receded somewhat in the following months. 

Prices: In the first six months of 1971, consumer prices rose by less 
than one point compa~ed with the end of 1970 level, while wholesale prices 
receded to a level slightly below that of the end of the previous year. 
Although current wage data are not available, wages apparently are not showing 
any strong upward movement. 

External Developments 

Trade and payments: In 1970, China continued its strong balance of pay­
ments performance, when the overall surplus rose to US$183 million compared 
with $89 million in the previous year. Exports rose by 1~1 per cent and imports 
rose by 27 per cent. The trade account showed a surplus of $91 million, the 
first one for many years. 

In the first seven months of 1971, the Central Bank foreign exchange data 
show that exports, at $1,185 million, were 39 per cent higher than the corres­
ponding period of 1970, while imports, at $1,107 million, were 30 per cent 
higher. · There was a trade surplus of $78 million for the seven-month,period. 
Trade with the United States, China's leading trade partner, resulted in a 
surplus of $138 million, while trade with Japan ended in a deficit of $264 
million during the seven-month period. 

International reserves: Net foreign assets rose by $185 million in 1970 
and by $182 million in the first seven months. The total reserves amount 
to about 5 to 6 months imports at the 1971 rate. 

Restrictive system: In July 1971, the Central Bank lib~ralized regula­
tions governing travel allowances and tuition and living expenses for students 
studying abroad. The traveling allowance was increased from the previous 
$300 to $600 a trip and the allowance for living expenses abroad was increased 
from the previous $700 a month to $1,000 a month for up to three months. 

On August 30, 1971, the Central Bank of China informed the Fund that the 
par value o1 NT$40 to US$1 was unchanged for the present. 
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Beginning July 1970, the Chinese authorities took action to review all 
controlled items, and shif'ted about 2,000 items to the permissible list in 
the twelve months ending June 30, 1971. However, following the new U.S. 
economic moves, the Chinese authorities announced ~he end of the decontrol 
action. 

Technical Assistance 

The Fund was asked to extend technical assistance in connection with 
the introduction of the Brussels Tariff Nomenclature, and has provided the 
services of ~Ir. Quinton from the fiscal panel for one year beginning in 
May 1971. 

Topics for Discussion 
.' . 

1., The balance of payments has been very strong over the past 18 months, 
and the monetary expansion resulting from reserve accUlnulation has required 
a deliberate policy of offsetting measures to maintain domestic price stability. 
Both the floating of the yen and the U.S. import surcharge have disrupted 
Chinese trade and created uncertainties for the future. While China's export 
performance and the strength of the balance of payments raise some doubts 
about the wisdom of maintaining a fixed link to the dollar in any international 
adjustment of exchange rates, this seems the best approach given present 
political uncertainties. The Chinese authorities should be urged, however, 
to resume their program of import liberalization to avoid excessive accumu­
lation of exchange reserves. 



Office Memorand , 

FROM 

The Secretary ~ 
P. Y. Hsu ~ 

DATE: Jmgust 301 1971 TO 

r /(J . 
SUBJECT : China - Information on Exchange Practices """ ~ ~ ~ NJ~.t 

" 
In response to the Managing Director's request to all members for in- ~ 

fol"lllation concerning their exchange measures and practices, the following cable ~ 
has been received from the Central Bank of China: 

Basic rate US~l N'l.'$40 unchanged for the present. Listed 
currencies .\ustralian dollar, deutschemark, Hong Kong dollar, 
Malaysian dollar, pound sterling and Swiss franc changed to 
daily quotations based on their market rates abroad 'With buy­
ing and selling margins of .75 per cent. No restriction on 
current payments and transfers provided we can obtain the cur­
r encies concerned. 

Orig : ASD 
cc: MD 

!MD 
ETR 

·RES 
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TO 

FROM 

SUBJECT : 

The Secretary 

P.Y. Hsu 

China - Exchange Operations 

Orig : ASD 
cc: MD 

DMD 
ETR -Rm 
LEG 
TRZ 
SEC 

DATE: August 20, 1971 

For your information I have received today the following telegram 
from Governor Kuo-Hwa Yu of the Central Bank of China: 

"Thanks your cable . For your inf ormation no change in 
our rate. All exchange operations carried on as usual." 

REC[fV£o <~ 
AUG 21 1971 >- 12 

EXCHAH8E & TRl"E 11£LATI011$ i..::. 
S "~ R !T $, 

~"\<.""" 
wl \ i~ 
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~ublic of China--Gold SubsidI A:t-...£.angemen~s-

In response to your ques~cionnaire -dated March 3, J..971, the f'ollmrine; 
information is provided on the baais ot tlie last consuita:bion report (see SM/70/100 
and SH/70/101) and other available documents. r.r.."1.e purpose of this note is J\;O show 
'W"ho.t e:)cisting informa.:t;ion we have about the· gold subsidy arrangements; ii' any of· 
the answers raise further questions, I would be happy to discuss them vith you be­
fore my departure for China. on March 12. · .The interition is to confirm th~ answers 
w'J:l:;h the Chi~ese a.uthori ties .. 

Question 1 i ·._· : Under what cond.i t:ions ( tota.i or p~rtial output) i> 

·. ~-:';arid at what price are gold pi·oducers required to 
output to the Central Mint of' China? 

for 'W'ha t purposes .,, . · 
surrender-~heir 

P-~oducers of go~d must surrender all their output to the Central 
Mint of China. to be rece.sted into· 0.875 rJurity. Gold of this i'ine­
:ie.ss is then auctioned by the.Central Trust to registered goldsmiths~ 
who a.re permitted to sell only orna:men·i;aJ. gold of a fineness of less 

·than 0.875. The proceeds of the auctions, leas a charge of' 2 per 
.. cent for refining and commission acCl"'Uing :to the Central Trust p are 

paid to. the producers •. According to information received during the · 
last consulta·cion in March 1970 ~ the floor price applied in auctions 

·was NT$1»570 per 1~00471 ounces (one Shih liang) of 87.5 per cent 
. fineness of gold, equivalent to US$44.60 per troy ounce of ·99.9 fine­
. ness. Gold not disnosed of by auction (this amount Tms only 1,000 

ounces in 1969) wa.s ... transf'erred to. the Cen.,.cral Bank at the -price of 
NT$1~4oo per ounce~ eriuivalent to 'us$35 :per ounce. ·This and the dif­
ference between the o:fficial price and the auction price was settled 

• ~o the producers by the Ministry of Economic Affairs.. · 

Question 2:. ·In what capacity does the CentreJ.. ~1int act when it collects gold :f'rom. 

Quest:i .. on 3 : 

~roduoers'( · · , . 
• -:, • ' 'I 

<,fue Central Mint acts aolely a.a an agent of the producers when it collects 
gold from them .. 

Does that gold become the property of the Central Mint?. 

From the a.nsver to 'the p:rec~ding question~ 5.t follows that the gold 
.. does not become the property of. the Central Mint. 

Que~j;ion '4: At what l(rice .is it a.uc'tio:ned or o·therwise sold?· By whom?· _To· Whom? 

Answer: See ans·w·er to Question l. 

..._.I 
1 .~ . -

,' '·-~- - - ' 

. -: " 

; ', :: ',. 

·---- "'• ·;. -~ 

Que1.:rcio11 5: -----
. . . 

In ·what capacity- does the Central ~-rust act when it auctions that gold? 
,- - . ·. . . . . . . : 

The Central. Trust acts only as the agent of the producers when it auctions· 
~old. 
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Q Question 6:' .: Who receives the proceeds of J6he sale? How are they dis'crib:u'~ed? 

0 

0 

0 
0 

0 

. ·.• 

0 

·.Answer: 
-~--

Ques'dor1 l: 

Answer: 

•. 

•See answer to Que:;rl;ion L. The producers receive all sales procseds 
with the exception of the 2 per cent chal"ge for refining anO.· co:mmisi:.don~ · 
:which accrues to the Central Trust. . . 

What a.re the a.rrang~ments w~.th :respect to :purchases by the Central Bank 
of newly produced gold and ttte .arran'ge:men-Ca with respec·b to' .the amounts 

·Paid by the Govermnent~ tor-· J~J;i~se 31urcha.ses~ '" · .. 

~ee . an1nrer to 9-uestion 1. , ··. 

!,• 

) 

cc : Mr • Woodley 
Mr. Baer 

'.!...\· 
,) ·. ·~i' 
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~ch 3,. 1971 

MEMORAlIDUM FOR FIU'.:S 

Subject: Republic of China--Some AsP!cts of Restrictiv:,e. System 

This note includes a little 80.ditional background iDforma.tion for 
the meeting in Mr. lvoodley's office today. 

l.. !1_2,_gistered :foreie exohmley,_ 

'l'be SY$-tem of registered foreign mtoba.nge, described 1n SM/70/101, 
p .. 59, is an export incentive 1ibich operates ·through an export/import link. for 
certain export induetr:tea. Previously, i~ort entitlements that eli;p~rterei 
thereby acqui~d, could be trml~fer-.ced between manufacturers. 'l.1:!:'aDse,etions in 
entitlements toolt pl.ace at margins which at times e:itceeded the official rats 
by more tb.an one per cent (at end"!'l969 by maximum i.25 per ~ent). Ae a conae­
quence, the err~nt gave rist:l to a multi~e currency practice. The creation 
of registereO, foreign exchange amounted to US$L~47 million -in 1969 (about .M>per 
cent of the mlua of mmual exports); of thia mnount, $59 million bad been 
t1"anafer~ bet\reen holdere. 'Xhe trruisferability of enti tlemen·ts -vn::is reportedly 
elimimted as of July l,, 1970 (the cheng"e was actually undertaken on July 26, 
1970, but retroactive to the beginning of the month.ii to ·wnic..'1 date the Fru:ld'e 
approvsl had been extended), thereib"'i :removing their multiple currency aspects. 

'lbe sttaebed ne'W'S clipping sugge•ta that there may be 111pecial ca1Pes 11 

in "tmi.Ch entitlements may still be transferrad. In addition, the system in­
volves some dtscriminatory fae.turea in that uee of registered foreign exchange 
for intPOrtp leads to exemption from a special tmport eurehe.rge. Questions to 
be discussed before WJ.d/or during the miaa10~ mBlf 1ncl.ude: 

a. Conf!ri;im.tion of' the general change in the transference procedures. 

b. Which are th9 "special oaeee" in wicb ent:ltle~ntl;l ~ still be 
transferredJ and, if" any, what are the marf,tins applied'.? 

o. What is the staff's opinion about the arx-angement ·to eJtempt 
imports by ree;ietez-ed foreign e'cche11ge from a surcharge? 

a.. no the Chinese authorities still intend to ellmimte the :regis­
tered foreign exchange a;ystem by 1972, QB stated during the lest consultation? 
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Ro obenp• 9»M1" to ba'we ~ plw 1D the 8014 9\IM1~ qata, 
u ducribed 1D li/70/1011 P»• 61-62. It le w1l. lmcMl that the ma1D argu­
mnt - tbe CbiDele mtbm'ttiM 1D favor ot tbl aistiDg ale• ~ 
(an4 INbll~), 1a that • tree -.rlart 'betwen pro4uoen u4 laQen VCM14 -­
tbe market prioe ot go14 ~ ntlect the tluctuatiou 1D lte smer.uaml 
prloe, ead hence aistat •pn311dloe ~ atal>W"7·" SiDoe .,U. t.a a 'r• 
~ trca cop,per atadng 1D Cid.a, ad data reoeiftd tD 1910 8U181R tbat 
an17 o.IM.5 ten per )"ellr vu Jl'Ollv.oe4, the contention about 8llJ'thiDI el.lie '1lan 
a VU"1 ..-gtral Up.ct ot a c>anp 1D tbe prlae ot go14 on ~ stUUlt7 
te 8\11"P11.•1DtU the total Hle ot ·81)14 "1 the Oentral !rut 1D 1969 van 
13,000 ou.ncee, ectUivalat t.o m$0.6 ld.111on oal.T· !be Central !ank 1•~ 
baa ~ no 9'14 at ,ncea alm'e $35·3' per tine ounce. 

3. A4yt!!!! 1lWS!Et c!!Jo!ita 

Cbfa lftill -1Dta1u the 114,,.. ~ 48)0ll1t re~ ma• 
't1ca4 on P• 5lf. ot llf/'rO/lOl(altbou&b tblrw 9" haft -.. a cbaap 1D tbe 
depo9lt :rate•J thia vtU be ct.mtirmea 1n 'l'ai.»al). !hie pncUee, vh1oh ia 'Ud 1 
to tbe achenp Q'8tea al.'Uaousb it Wtll4 not constitute en ettectiw nev rate . 
aiDCe tl"WaotioD8 otber than under •l&bt lett.era of ere41t are • • aw, 
cemaot be 3U8t1t:led 1n the pre..t balance ~ Jlf•llU attuationJ mtt.ber c!oea -
it haft a .1uttftntlara u a check cm tbe crecU~ ~ ~ten, wt.ch 
1\motion can 1Mt be""led 1'J otbm' •au· Aa •Dt10Ded 1D the 4ntt ot the 
brteftag PIPU', the lliuioll vtll ..... ft:sr 1ts eU.Smnion. 

~. Meet Yen 

ID I.lee e alber 19101 an exttbaut81 rate ot J..-• I' 10 • •1, ~ 
u4 eell' .. , vu eetabl~•hed tor the ccmereioa ot .T...-• ~at 'faipa1 
atrpt. b OIOUN1ie1 ""'~the nqeetiYe JBl" 'Y9lue9 ~ tlltl • 
V 360 u4 UB$1 • l!$a.01 10 V 9 • 11$1. Bnoe, the a1J'pri rate ot lie¥ i'alvu 
dollare vereua Yen .,,..m to be 10 per cent ll01'e anreet.aW than the crwe­
rate. Although 1D ta. JU' the J\m4 ~ baa not ol>Jected to even oou14-
ere'bla mrgtma tor banknote•, the natter ldght be dtHUNed. 

cc: ..... Woo4le7 
Mir. Pal.mel­
Mr. Ivana 
r. Mlller 

• 

Kari Nara ~l 



Suspension of Transference of Registered Foreign Exchange 

In connection with the immediate. suspension of transference of registered 

foreign exchange, the Ministry of Economic Affairs announced the following 

regulations: (1) a manufacturer of processed exports who holds registered 

foreign exchange should first use his registered foreign exchange to finance 

imports of needed raw materials, (2),a manufactur~r of processed exports; who 

holds registered foreign exchange in excess of his own requirement; is not 

allowed to transfer the balance to others barring special cases, and (3) a 

manufacturer of processed exports is exempted from a surcharge for the purpose 

of "rewarding soldiers" when he finances imports with his. o·wn registered 
. I . 

foreign exchange; while importers whose imports are financed with foreign 

exchange allocated by the Bureau of Foreign Trade of the Ministry of Econonric 

Affairs are required to pay the surcharge in accordance with the Gener~l 
I 

Reg~lation Governing the Appliqationof Foreign Exchange for Imports. The 

regulations are applied to commodities under the following categories: (1) 

textile products, (2) iron, steel and machineries, (3) tools and metals, 
/', ' h~-A ' 
\.~ ,; ( 4) electrical appliances, ( 5) chemical products, ( 6) wood products, and -

(7) pulp, pa~er and allied products. 

Source: Central Daily News, Taipei, Taiwan, juiy 26, 1970. 
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Mr. Woodley 

Kari Bari 'fL "\ 
RUM1-l&o ot Qlna--Moaetarx ProJeotion1 tor 19'{1 

Pebruar7 25, 19Tl 

l'urther to '61¥ preli•iMl7 note dated 1e'bruarJ' 21', eome addi·Uonal material 
i• aubaitted tor row cona14eration. At tbia •ta&•. I think that our work vou.ld 
be facilitated 'b7 u11Dg cUtferent 1eta of broad aaampiou regarcU.Jag the growth 
rate ot GNP and the balance ot p&1Mnta IUZ'plua in 19Tl. Ae I pointed out, ve don't 
have a recent otticial. balance ot pqmenta forecast, and hence I had to uae a Yerr 
crude proJeotion vhich 11&1' haw been onr~ optiaistic. In addition, the Plan's 
GlfP proJect1on for 19Tl 11&7 turn out to be on the pea1ia11t1o aide, u in the past. 

I take it that what ve tinall7 look tor 11 a proJeotion tor the teaaible 
change in the moat iaponut polio7 concept, the central bank'• net 4aaeatic aa1eta 
(IDA), ao as to be able to caution apinat 8D7 exceaaive ~ion 1n reserve monq 
(and domestic credit). In the attached table, five different aa1uapt1ona have been 
uaed tor both the &DDual growth rate ot GNP and the ~ce ot ~nta aurplua in 
1971. Thi• reaulta in a number ot n.rioua eatiutedlfor the very approxillate de­
sired change in IDA. The llOl&et&rJ' ratioa used to arrive at the underl.71ng domeatic 
credit and reaerve llODe)" t1gurea are tbe same e.a before, since at tbil stage I see 
no reaaon to quea'\ion tha. 

The table ahova that, at one extreme, vi th a nominal growth rate ot GNP of 
13-15 per cent anc1 a balance of pqmenta aurpl.ua of onl7 $60 million, lfDA might be 
increased 'b7 aome ll'11l billion without anr exceaaive expanaion ot prilraar7 l1quidit7. 
At the other extreae (growth rate ll-12 per cent• balance of pa111enta l\ll"pl\18 
$180 llill1on), it appears that ?IDA would haft '\o be decreased bf NT$4 billion to 
accODlll0'1ate the abarp impact of the toretgn sector on reserve monq. 

Once ve ban ac:rutin1aed the 11aple uthodoloa uHd in the proJectiou and 
agreed on the basio JIOnet&r7 aaeumptiona, and after having obtained the ottlclal 
aatiatea ot GNP and the balance ot P&1D19Dta tor 1911. it ahould be poaaible to dia­
ouea the :teasibl.e ch&Dp 1n llDA, perhaps bf uelDg tbe attached table. If time allovs, 
I will atart think1Da in more detail about a proJection of the balance of paJ1&9Dta. 

1J ilDOe ~ are roma4e4 ilo tbe aeareat billion o't iri, onl., ab: 41ttvent ttsv•• 
occur 1n the table. 

cc: Mrs. Yang 
Mr. Yu 
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Approximate SUggested Decrease or Increase 
in the Central Bank's Net Domestic 
Assets Under Various Assumptions 

I 

11 

+o -

- 1 

- 2 

- 3 

- 4 

Source: 

(In billions of NT$) 

Nominal Growth Rate 
(In :per cent) 

12 13 14 

+o +l +l -

- 1 + 0 +o - -
- 2 - 1 - 1 

- 3 - 2 - 2 

- 4 - 3 - 3 

15 

+l 

+o -

- 1 

- 2 

- 3 

y As in the past few years, the increase in the 
central bank's net foreign assets, which is the figure 
used in calculating the impact of the foreign sector on 
reserve money, i s assumed to be some $25 million ·, 
(NT$i b~llloil) higher tha.tf -each balance of payments 
assumption, because of an expected continued in~rease _. in the commercial banks' - net- indebtedness abroad by 
this amount. 
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Of /ice Memorandum 

TO Mr. Woodley DJ.Ti: February 24, 1971 

FROM Kari Nars l~ 
SUBJECT : Republic of China- -Monetary Projections for 1971 

As requested, _! submit this highly preliminary note, which is still in 

the process of checking, as a basis for discussion at the meeting in your office 

tod8\Y'. The projections are largely based on a few very stable monetary relation-

ships that can ~e observed in the Chinese economy (Table 1). It is assumed that 
. 

there will be no major institutional changes in reserve requirements, interest 

rates, etc., that would affect the picture during 1971. The projections are based 

on the broad assumptions of a continued expansion of GNP, a -continued balance of 

payments surplus, and maintenance of reasonable price stability. Since this has 

been the case in China in the last few years,Y the determination of a "prudent" 

permissible credit expansion largely follows past trends. The projected levels 

of money, credit, and net international reserves at the end of 1971 are shown in 

the attached cha.r:t. 

My projections start from the observed ratio in the past between net 

domestic credit.5' and GNP. Table 1 shows-that the ratio has shown a very steady 

small increase in the past, to 0.31 in 1968, 0.32 in 1969, and 0.33 in 1970. Since 

there is no reason to expect that this trend would not continue uninterrupted, it 

is assumed that the ratio will equal 0.34 in 1971. The GNP estimate for 1971 is 

based on the Fi:fth Four-Year Plan's assumption of a 7 per cent increase in GNP 
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in constant prices, and a continued 4 per cent increase in the GNP price index. 

This gives a nominal increase in GNP in 1971 of 11 per cent,!/ to NT$ 242 billion. 

Applying the above-mentioned ratio, the increase in d~mestic credit in 1971 would 

-be 13 per cent (NT$ 10 billion), compared 'With 17 per cent (NT$ l0.7 billion) in 

1970 'When economic . growth (presumably) was higher. 

The second step in the projection was to project reserve money. Again, 

I find (Table 1) that the ratio betr..reen reserve money and domestic credit has 

been stable in the past. It was 0.34 in both 1969 and 1970. Assuming that it 

would con·~inue to be at this level, the increase in reserve money during 1971 

would be about 14 per cent, compared 'With 19 per cent in the p~eceding year.Y 

The absolute increase during 1971 would equal roughly NT$ 3.5 billion. 

Having determined the increase in reserve money, the next step vras to 

project the proportion of this increase that could emanate from the foreign sector. 

The change in reserve money is identical to the change in net domestic assets 

plus net foreign assets of the central bank (M.R = NDA + NFA). Hence, the balance 

of payments outcome in 1971 has to be projected. In the absence of any official 

forecast, I assume that the over-all balance of payments surplus for 1971 would 

be of the same order of magnitude as in 1970, or something like NT$ 7.3 billion 

(about $180 million) .JI However, the increase in the Bank of Taiwan's net~/ 

foreign assets in 1970 was larger than this, or NT$ 8.2 billion, 

y The average decline in income velocity in 1965-70 (exaluding the exceptional 
year 1968) was almost 7 per cent per annum. It is assumed that the velocity ratio 
would continue to decline by 7 per cent in 1971 to 2.33. This would be consistent 
'With a nominal GIU' growth rate of 11 per cent in 1971 and an increase in broad 
money of 20 per cent (see Table 1). _ 

3J The bulk of the increase in reserve money in 1970, or NT.$ 3 billion, occurred 
in the 4th quarter; these figures are, however, regarded as provisional by the 
Bureau of Statistics. 
~ This projection is based on the change in 1970 in net foreign assets of the 

banking system by $183 million; the corresponding change in 1969 was $89 million. 
'::./ Actually, the Bank of Tai'Wa.Il shows no foreign liabilities. 
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because the commercial banks' net indebtedness abroad rose by the difference. 

Hence, the impact on primary·liquidit~ from the external sector was actually 

higher than the balance of payments surplus would indicate. We assume that the 

net foreign assets of the Bank of Taiwan continue to rise by about NT$ 8 billion 

(and the connnercial banks' indebtedness by about the same N'l$ 1 billion as in 

1970)e This would enable us to solve the identity as follows: 3.5 = (-4.5) + (8). 

Hence, the entire projected increase in reserve money would derive from the for-

eign sector. If these projections are correct, the central bank's net domestic 

0 assets would have to be decreased by some NT$·4.5 billion to avert an excessive 
j 

~ expansion in reserve money. 

If this would be the case, the question arises how to decrease the 

central bank's net domestic assets. The 1970 contraction was about N1I$ 0.9 billion 

(Table 2), and mainly resulted from a.reduction in claims on commercial banks and, 

to a greater extent, from an increase in government deposits. The expected balance 

of payments surplus and the increased borrowing by banks from abroad would appear 

to continue to keep other banks liquid. Hence, in line with the trend of the 

,,.-...... past two years, and in particular 1969, the central bank's credits to commercial 
' ' ', __ ) 

(-....'. banks could probably be reduced somewhat; the extent of this depends on the out-
"----'' the government's central bank 

come of government operations in 1971. During 1970, / deposits increased by 

NT$ 1.8 billion. 

Besides the general questions that these simple projections undoubtedly 

'Will raise, I see a few further related topics of interest: 

1. Despite the improvement in the balance of payments in the last few years, 

the net foreign assets of commercial banks have declined continually. They dropped 
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:from NT$ 3.1 billion ($78 million) at the end of 1967 to a negative position 

of NT$ 2.1 billion ($53 million) at the end
1

of 1970. It would seem interesting 

to discuss the basic reasons for this trend with the Chinese authorities, and 

to assess its possible implications for the future. 

2.· : Over the past years, reserve money changes have shown sharp seasonal 

fluctuations, With a large increase in the last calendar quarter. The relation-
1 

ship of.these movements to inflows of foreign exchange might be studied, so as 

to dete1"mine wlien the impact of the expected large balance of payments surplus 

() on reserve money in 1971 may be expected. In order to facilitate this and other 

() more de·~ailed analysis, I have . asked the Bureau of Statistics to give me the 

time se~ries referred to in Table 1 and a few others on a @arterly basis for the 
i 

last 10 years, both in seasonally adjusted and unadjusted form; they would also 
I 

calculate the ratios accordingly. 

3. · The expected change in "real" credit and "real" money in 1971 (deflated 

by appr~priate price indices) versus the forecasted decline in the growth rate 

of GNP,. and the reasons for the latter, also might be analyzed. 

Atta.ch:nients 
I 

cc: Mr's. Yang 
Mr'. Yu 



d'b•l • Republic of China: Monet .. Va;Ji:blea 

(In billions of NT$) • 
. .. 

1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971* 

Ma 4.46 6.09 6.55 7.73 10.81 11.84 13.39 17.18 21.09 20.68 24.55 28 

Ms' 2.67 3.oa 3.4o 4.13 5.20 . 5.78 6.58 8.36 9.41 11.a:? 13.50 16 

Mo +QM (M') 10.83 15.09 17.48 22.67 29.26 33.46 41.58 51.67 58.10 69.95 86.07 lo4 

DC 12.27 16.86 20.24 22.07 27.o4 32.25 36.19 44.62 52 •. 47 61.71 72:.4o 82 

GNP 58.93 66.33 72.38 87.13 la?.21 ll2.87 125.55 143.o4 167.98 190.4o 217.6 242 

Mo 6.11 7.34 1.~ 10.20 13.43 14.84 17.39 22.10 24.89 28.92 34.51 39 
NfA 3.67 5.12 4. 8.60 11.22 10.56 13.35 15.67 . 13~963 17.53 24.85 32 

Ratios: .n l.ll. . 
y' o.412 o.4o4 . 0.375 0.341 0.369 0.354 0.322 0.3_..32 ' 0.363 0.296 0.285 0.269 

M'/GNP o.l.81 0.227 0.242 0.260 0.286 0.296 0.331 a.361 0.}46 0.367 0.3~ o.43 

Mp/DC 0.363 0.361 0.324 0.350 o.4oo 0.367 0.370 0.385 o.4a:? 0.335 o.;39 0.34 

~,/M' 0.247 0.204 0.195 o.182 0.178 0.173 . 0.158 o.l.G2 . 0.162 0.158 0.157 0.154 

Mp_'/DC 0.218 0.183 o.168 0.187 0.192 0.179 0.182 0.187 0.179 0.179 0.187 0.19 

Mo/GNP o.1o4 O.lll 0.109 0.117 0.131 0.131 0.139 0.155 0.148 0.152 0.159 0.161 

i.t;,/00 o.498 o.435 0.391 o.462 o.497 o.46o o.481 o.495 o.474 o.469 o.477 o.48 

GNP/M' 5 •. 44 4.4o 4.14 3.84 3.49 3.37 . 3.a:? 2.17 2.8~ 2.72 . 2.53 2.33: 
" 00/GNP o.2oa 0.254 o.2ao 0.253 0.265 0.286 0.288 0.312 0.312 0.324 o.;33 0.34 

Source: International Financial statiatica, ·vari.ous issues, and staff estimates. 
Ma = Rese?'V'e money. 
Ma'• Currency outside banks. 
Mo • Narrow money. 
Q.M "" Quasi money. 
00 a Domestic credit 
M' • (M::> + QM) 
NFA m Net foreign assets ot tbe banking system. 
~ Projections __ ----~--

·"· 
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Table 2. Bank ·of Tai-wan: Net Domestic Assets, ·1965..:71 

(In billions c£ NT$) 

IFS Line 1965 1966 1967 19()8· 

.12.a Claims on GoVernment 3.53 4.50 4.85 5.66 

12b Claims on official 
entities 0.29 0.29 0.79 0.79 

12c Claj_ms on commercial banks 7.26 7.56 8.88 tl.19 

Subtotal ll.o8 12.35 14.52 17.64 

. 16d Government deposits 1.51 2.92 4.12 5.62 

16e Counterpart funds. 5.15 4~31 3.33 1.84 

17r Other items (net) 1~07 1.00 0.80 0.60 

·Subtotal 7.73 8.23 8.25 8oo6 

. Net domestic assets 3.35 4.12 6.zr 9.58 

1969 1970 1971. 

5.49. 5.82 ... 
o.68 0.57 ... 
9.05 8.69 ••• 

15.22 15.08 ••• 

6.79 8.59 ... 
1.68 1.36 •••I 

1.31 0.59 ••• 

9.78 10.54 ••• 

5.44 4.54 0 
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Table 3 • Re~ublic of China: Marginal Monetary Ratios 

1960 1961 1$162 1963 1964 1965 1966 1967 15)68 1969 1970 1971 

0 ~, 0.333 0 .. 552 0.320 0.331 o.411 0.314 0.378 0 .. 376 0 .. 399 o.444 0.555 
u Mo 

A QM 1.56 3.32 3.12 1.84 2.09 3.23 3.40 c.. DD ••• 

6 DD o.64 0.301 0.312 0.544 o.478 0.309 0.294 
D,QM ••• 

6~' 0.096 o.o48 0.140 0.162 . 0.138 0.099 0.176 0.163 0.136 , 0.153 0.139 
b Mo +QM 

Source: International Financial Statistics, various issues, and staff estimates. 

~ = Reserve money. 
= Narrow money. 

QM = Quasi money. 
DD = Demand deposits. 
Ma' = Currency outside banks. 



MEMORANDUM FUR FILES February 3, 1971 

Subject: Meeting with Mr. Woodley - China. 

Policy issues a.nd general questions which could be raised with the 
Chinese authorities: 

1. Agricultural policy; problems of' small holdings; excessive holdings 
of' stocks of' rice; reslrictiors on exports of.' rice a.nd ba.na.na.s in tra.di tiona.l 
markets, especially Ja.pa.n . 

2 . Development priorities and the direction of' industrial growth in 
capital intensive vis-a-vis labor intensive industries . 

3. Protection policies a.nd the role of' ta.riff's versus quantitative res-
trictions . 

4. Exchange rate policies; the possibility of' use of' the crawling peg 
in revaluation of' the rate . Preference f'or reducing restrictions to of.'f.'set 
increasing foreign exchange reserves . 

5. Interest rate policy and the savings ratio . 

6 . Taxation reforms (recommendations made in the T .c . Liu 1·eport) with 
special reference to a va.lue-a.dded ta.x (study by Bela Belassa) . 

7. Fund policy with respect to the subsidy on gold production. 

8. Reorganization of' the banking system. 

9. In the light of' the recent increase in the rate of' inf'l.ation, consi-
deration of' the preparation of' a stabilization program, a.long the lines of' those 
prepared f.'or member countries with stand-by arrangements with the Fund7f'or pre­
sentation to the Chinese authorities . 

J.B . McLenaghan 



llr. Woocllq 

J.B. Nelie....,, 

l!plblic of Cbinas Gold 

rebrm17 3. 1971 

lurl.na the 1969 Article XIV conaultation with China the •tatt raised 
wltJa tbe Chinese autboritie• tbe cau••tion of ~rrua--ta with re•pect to 1014 
production. Tbe poa1lbillt7 tat a &014 procluction ftb•14¥ •• paicl bad been 
di•cu••ed in the preriaua oouultation NPOrt (IM/69/23). A1 a re1ult of the 
1969 connl.tation, tbe atatt npol"ted. tbat aol4 proctuction vbicb. •• a nbai4-
ial"J' operation of otber wtntng advance•, bad declined appreciab17 in recent 
79&r•1 moreover, about 80 per cent of pro&sation •• from tbe publlc]¥-ovned 
ldntDI corporation. Tbe Chinen autboriti•• inti.lated tb&t tbq nre not pre­
Jared to allow a tree ml'Ut in &014 which wou14 nt"l.ect fluctmtiona in the 
intenational aol4 »rice and ld.gbt undel'llin• contid.enc• ln tbe local currency. 
Botvitutand1ng th11, the nport •t&tecl tb&t: 

"Under the pnnnt arrangemnt• gOYerninl &014 procluction, 
tbe papenta ..Se bJ the Mini•t1'7 ot lconmic Attain comtitute 
a nbaiq in tbe tom of a uni.tom~ per ounce tor at i .. t 
:part of tbe golcl pt'OCluced and &llOWlt to an incre&H in the price 
ot 10l4 vhicb la not con.ai•tent with Article It (Section 2) of tbe 
Statement of Poliq Concerning Subaidi•• tor Gold Production 
(DD llo. 233-2 of Decaber U, 191J7)." 

In it• appraiaal, tbe at&tt concludeda 

"A• Naud• the eol4 nbaiq arrang.enta tbe atatt will 
remain in conaultation with t.be Cldne•e autboriti••·" 

'l'bere •• no mention of the IUbaiq in tbe Board'• decision. 

Bo nev intol'9tion baa come to Ucbt in the Jeriod •inc• tbe i»rerloua 
NPOl't and one can on17 uaume that the nb•id7 arr&DpMnta rmain unc111m&ed. 
Tbe fOft8oiDg 8UIP•ta tb&t the queation will need to be r&iHd -iD during 
tbe tortllccaing lliaaion vi th, BI08t like]¥, much tbe aame answra. Comaenta tor 
tbe brief on tbe Pund' • J09it1on will pn-bl.7 be obtained tram Lepl. Depart­
ment. 

cc c LJ!r.a. Palmer 
llr. de Looper 
Mn. Yan& 

JJJlltl!L/u 
2-3-71 
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Office of the Minister 

.. 
MINISTRY OF FINA.i.~CE 

REPUBLIC OF CHINA 

January 29, 1971 

\ 
' i . ~,\ _ _. -1 ...... 

. . /~ 
I-·~? 4fft: 

Mr. Frank A. Southard, Jr. / ' !'. b{f/!/h 
Deputy Managing Director I J ti'~ ff< 2 (/; 
International Monetary Fund ~"'-t ~II' l9; 
Washington 25, D.C. :-::::\ 11~""1;- 1, 

. , ... 'lf4 
U. S. A. :6) · !toJta ~ 

. /) . 'Toi" ')<, 

Dear Mr. Southard: 
~~· _--«\'-\ 

"-1_ q;T\ ~ 

Orig: ASD 
cc: MD 

IMD 
Mr. Hsu 
LEG 
RES 
ETR . 

SEC 
A!l-1 

r<\ 

. This_ is to acknowledge the receipt of your 
letter dated January 18, 1971, proposing to hold with us 
in Taipei the 1970 Article XIV consultation discussions 
from March 2 2 to Mar.ch 31. 19 71 and informing me 
the names of the Fund Team. 

We agree to your proposal and welcome the 
Team members. Please advise us in advance the date 
of their arrival. 

With best regards, 

cc: Mr. P. Y. Hsu 
Executive Director, IMF 

SY:ey 

Sincerely yours, 

rst 
K. T. Li 

Minister of Finance 

!. 



Mr. Goode 
·/Mr. Sturc 

Mr. Thoraon ~A J 
W. Johll R. Woodle;r ! ~ 

Subject; China - 1910 Article XIV Conaultation 

Aa propoeed in the letter to the Minister ot P1nance of China 

aent to the Deput7 Managing Director under cover of our memo or Janu&17 18, 

it baa been approved tbat Mr. ru be added to the m1111on. 

WJRW:er 



The Deputy Jlulaging Director 

W. John R. Woodlq 

Chim - 1970 Article XIY Comultatlon 

Januar,y 18, 1971 

~~ 

The attached bu been agreed with Mr. Hau and the tunctioml. depart· 
menta. Mr. tu bu been added to the ml811on so that we can prepare an 
ad.9quate report on the prccreaa being made aa a rellUl.t ot the recwndation 
ot the CCllllD1adon chaired by !. C. Liu. 

Attachment 

CC2 AJI& 
v •Bft 

J'AD 

WJRWoodley:er 
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Af?, ag!'eed ~dth. your It::!tecutl.ve Directors we pro1~se to hold 
tht.? .1970 Article in conm.'l.l:!;.ntion d!a~us~.ions in Tt\.ipe1 ft•c1:; 
M$rch 22 to .M.irch jl, · l.97lo 

Thu F'l.'.Dd staf'f t~zi:n for the disct1ssiooo will CCl!l..f!lizt of 
~a-. w. Jonn.n. Wood.leys ,Deputy :r.a.rcctor, Ji.s:lan .Ve~rlment, 
Mr. J'oi::m B. f.~cLet'la~31llM1, m:~onuJ'list~ F.xch.t.mge o.ntl 'lz•;jtdl!J 1~a:?1atir..ms 
Depei.i-tn1cnt; Mrs. H'.AJ. ... Chen Wu Yong, Econ.mist!> A,si~lll l'.lctp&rr."'l:ime~i.t ~ 
2¥.h'a Shi 1<11on il:'u:i Ectino1:nitt, l'<":iseis.1 Af.'fr!Dh"'s Vepl!:l~;rr<snt, ru1d .:;~ .. · 
f::CC!'Ctllr,V • 

T.he sta.i'f Qu.est:lo:ml3:ir$ and. ~cl':{P'ov.nd F~~per w!ll be :fcn:.•.­
"Wa1·d.ed to yoi' ShOl"t:ly ~ ru'?d 6.IF-~t.~11® of the mission ° s e.rrh-al 
,.;,1J .. l be car.tr~•unic~rted ~t a . later ck-i.te. 

Mb tr:cellency 
K .. To :tll. 
M1ni3ter of Finance 
?Ji:liilertey of Fin.tl.nee . 
T::t!p&:t !} Ttihran 

7Ner;:ub11c. of Chinn 

Frenk A.. scuthtt.ro ll Jr. 
,,, Deput;r; Man~,gi!r~ JJirector 

I' 


