Mr. Flacido L. Mapes, Jr. M Avgust 22, 1972

D.8. Savker

China - Request for Fund Documents

During the 1971 Article XIV Consultation held in March 1972, the
Chinese representatives asked the mission for information on the method of
estimating effective exchange rate changes following the realigmnment.

Please find attached staff memoranda 8M/71/278, 8M/71/283 and
Revisions 1 and 2, 8M/71/285 and 8M/72/11 which might be of some help to the
Chinese suthorities.

ec: Mr. Susuki (on return)
Mr. Ashisbor
Mrs. Yang

HCWYang:hsk
8/22/72



Mrs. Yang Ve‘l July 21, 1972

A. Ashiabor ?% ?/

China 1971 Article XIV Consultations--Request for Information

With reference to Question No. 70 of our questionnaire for the above
consultation discussions, you will recall that during the last consultations the
Chinese representatives asked us to assist them with any information we might
have in the Fund on the method of estimating the effective exchange rate of the
new Taivan dollar vis-a-vis currencies of China's main trading partners following
the realignment. I believe there are some staff memoranda on this subject;
SM/71/278, SM/71/283 and Rev. 1, as well as SM/71/285, deal with this subject
and might be of some help to the Chinese authorities; or you may have seen some
other relevant material.

You may wish to seek the necessary clearances and have the relevant
material sent to them through the appropriate channels if approved. This is
only a reminder; we discussed this matter the other day.

cc: Mr. Susuki e
Mr, Williame



JUN 16 1972

Sir:

I have pleasure in advising you that the Executive Eoard
has taken the enclosed decision concerning the recent consultation
with your Government under Article XIV, Section li 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 say that the Fund
looks forward to a continuation of this close relationship.

Very truly yours,

r

/

W. Lavwrence Hebbard -
Secretary

cc: Mr, Mapa
ASD
LEG
ETRD

Enclosure

SEC

His Excellency g '
fln. Hiedntar nff Pinsnis (Cleared with: Mr, Mapa, Mr. Savkar,Mr. Sturc.

Ministry of Finance
Nanchang Street

Taipei :

Taiwan, Republic of China

_ -3
JKay :jms-é/lu{M% 3\)\! K W/



Mrs. H.C. Wu-Yang Jure 13, 1972

A. Ashisbor %

Chins--Article XIV Consultation (88/72/111,
5/22/72)--Sources end Explanation of Date

I refer to our telephone conversation last Fridey (June 9) evening in
vhich you told me the Executive Director's Office (China) hes figures which
are different from those we used in certain portions of the Staff Report,
8M/72/111. T would like to see & copy of the note from the Executive Director's
Office. To avoid delays in cleering this matter, however, I have outlined below
the sources of the figures used in my portion of the Report, i.e., Monetary
Developments, Balance of Payments, and the Exchange and Trade System.

1. Page 2, first full sentence: "As to the exports of textiles and related
items, which rose by 45 per cent and represented 29 per cent of total exports in
h[- 7 PO

a. You said the Executive Director's Office had 57 per cent and 27 per
cent, respectively. The figures of 45 per cent and 29 per cent in the above
sentence were obtained from the Council for International Economic Cooperetion
and Development: A Brief Report on Taiwan's Eco , Taipei, Taiwan, China,
March 1972. This document was circuleated to the staff during the consultation
discussions. Please see pages 9-10, Table Je«Principel\Exports 1970-T1l, of the
above document.

Millions of
1
Total exports 2,135.5 1,561.7
of which
fabrics, knitted and
crocheted goods, apparel
and accessories 6.5 hat.2

On this besis, exports of febrics (textiles), knitted and crocheted goods,
apparel and accessories increased by L5.2 per cent in 1971 over 1970 and represented
29.1 per cent of exports in 1971.

See also page 8 of the above-mentioned document, the third full parsgraph,
second sentence: "Fabries, knitted and crocheted goods, apparel and accessories
valued at US$620 million and accounting for 29% of total exports again showed the



greatest gain, up by 45% from 1970....." This information was cross-checked

by reference to: The Central Bank of China, Foreign Exchange Btatistics,
Taipei, Taiwan; China, Decerber 1970 and December 19071 Issues.

- Composition of Thems

cee : Thousends of USd

Code | Deséription 1971 “ ' 1870
31 Textile products 202,156 189,948
3k Knitted and crocheted .

items : 301,503 ’ 165,836
35 Footwear, wearing

apparel, and madew-up

textile goods S 215,807 123,410

Deduct footimear -252023 120,82k p5029§3 72,427

35«34 Footwear with soles and

uppers of rubber ov

plastic material ol 59,342) £30,195)
35-35 Foobtwrar with soles of :

rubber and plasbic

material not included

in 35-3b €35,374) €20,349)
35.36 Footwear with soles of wood
or cork A . €133) €7)
35~37 Footwear with solesof other
materinls , fLsh) ‘ ©2)
35-38 Caiters, spobs and leggings | £20) (o)
Total of 31, 3k, and 35

excluding footwear . 62h,Lk83 428,211

The table above shows that export of textile products, knitted and cre=-
cheted items, and wearing epparel and made-up textile goods increased by
45.8 per cent in 1971 over 1970. Compared with total exports of US$2,135.546 milw
lion, exports of these items in 1971 at US$62h,L83 million represent 23.2 per cent
of the total. : A .

2, Page 6, second full sentence: "Time aud savings Geposits rose by 26 per
cent or about the same as during 1970....." (The Executive Director's Office had



a figure of 33 per cent). 'The above Figure (26 per cent) was obtained from the
Central Bank of China, Taiwan Financial Statistics Monthly, Taipei, Taiwan, Chine,
February 1972 Issue, Table 2, page O, Financial Survey (Summarized Consolidated
Condition Statement for the Whole BapkLng Systen).

Qua51-m0ney;7

End of Pericd Millions of NG
1970 60,755
1971 76,367

On the basis of the ahove figures, the increase in these deposiﬁs wes
25,69 per cent which was rounded up to 26 per cent in the Report.

3. Page 9, second paragreph, first sentence: "Regarding the trade nwctevng

the trade deficit with Japan in 1971 increased by US$ISL million %o U%mBOO m“111013
vhile the surplus with the United States (US$289 million) and other countries
increased." (The Executive Director's Office gave the figures as US$ILS5 million,
Us$582 million, and US$L53 million, respectively).

The figures in this section of the report were cbteined from the CIECD!s
"Brief Report on Taiwan's Eeonomy,” referved to ébove. On pege 13, Table 11 of
that Report, the following figures arve given:

Miilions of USS

Trade
Exports Tmports balance
Japan
1970 235.6 582,1 . =3h6,5
1971 267.0 7674 =500. 4
United States M
1970 578.9 LE3 b 115.5

1971 883.2 50h,1 289.1

- Quasi-money 18 defined in this scuree table as time deposits, fixed sevings
depouxtsg and foreign currency deposite (excluding amounts held by government
agencies) with banks and credi% cooperative ﬂESOCl&ﬁLOﬂSy and all deposits with
matual loans and savings companies, credit departments of farmers® associations
and the postal saviugs systerm.



The trede deficit with Japan increased by US$153.9 million in 1971
over 1970. - The figured were cross=checked with and confirmed by source
indicated on Appendix Table XXI, page 8L of SM/72/117 of June 5, 1972,

In ny opinion, there 18 no need to issue o corvection paper on these
points. As can be seen from the above, the figures were derived from informa-
tion avallable %o us up to the point of writing the Report. If the figuves
from the Execubtive Director's Office are new informetbion, they should be
treated as such.

ce: Mre. K. Suzguld
Mr. R. Willlanmsg
Mr. Palmeyr



A A

Mrs. H.C. W-Ylng June 13’ 1972

A. Ashisbor ~ >

China--Article XIV Consultation (8M/72/111,
2[2[12 z-sourees and Explanation of Deta

I refer to our telephone conversation last Friday (June 9) evening in
vhich you told me the Executive Director's (China) has figures which
are different from those we u in ce portions of the Staff Report,
8M/72/111. I would like to a copy of the note from the Executive Director's
Office. To avoid delays in cleaxing matter, however, I have outlined below
the sources of the figures used ih my pé¢rtion of the Report, i.e., Monetary
Developments, Balance of Paymsnts, \and the Exchange and Trade System.

1. Page 2, first full sentence:'"As to the exports of textiles and relsted
items, vh:l,ch rose by 45 per cent and kepresented 29 per cent of total exports in
1‘9710..0.

a. You said the Executive Dire
cent, respectively. The figures of 45
sentence were obtained from the Council
and Development: A Brief Report on Taiwanls E
Harch 1972. This document was circulated
discussions. Flease see pages 9-10, Table
above document.

comn;%;fnipoi, Taiwvan, Chimm,
the staff during the consultation
=-Principal Exports 1970-T1, of the

e

~

\}m
Mill of US$
57 S 1970
Total exports 2,13%.5 1,561.7
of which
fabrics, knitted and
crocheted goods, apparel
and accessories 620.5 y27.2

On this basis, exports of fabrice (textiles), knitted and crocheted goods,

f e g
.

apparel and accessories increased by 45.2 per cent in 1971 over 1970 and represented

29.1 per cent of exports in 1971.

See also page 8 of the above-mentioned document, the third full paragreph,

second sentence: "Fabrics, kmitted and crocheted goods, apparel and accessories
valued at US$620 million and accounting for 29% of total exports again showed the



e

greatest gain, up by 45% from 1970cs-0." Thid information wes crossechecksd
by reference to: The Centrol Bank of China, Foreign Dxchenge Statistics,
Taipei, I@lvan, Chine, December 1970 end Decémber 1O[L LScUEH.

Composition of Iteus

cee ' ‘ Thousands of USS
Code xtﬁeséription 1971 A 1970
31 Textile products 202,156 189,043
34 Knitted and crocheted :

itoms 301,503 165,636
35 Footwear, wearing

apparel, and made-up _

textile goods 215,847 123,h10

Deduct footwear =95,023 120,82 50,983 72,427

35«3t Tootwear with soles and

uppers of rubber op

plastic material oLt 59,342) €30,495)
35=35 Footwesr with solep of

rubber and plastic

meterial not included

in 35-34 €35,374) 20,349}

35«36 Footwear with soles of wood
or cork - €.33) 1)

35-37 Toobwear with solesof other
materinle Eish) . 492}
35-38 GCaiters, spats and icggings &20) - {0}

Total of 31, 34, and 35 :

excluding footwear 62,183 hod, 21l

The table above shows thalt export of texbile products, knitted and cro=
cheted items, and wearing appavel and madesup textile goods lncreased by
5.8 per cent in 1971 over 1970. Compared with total exports of USS 2,135 Slu il
lion, exports of these items in 1971 at US362h,483 million represent 20.2 per cent
of the total.

2, Pege 6, second full sentence: "Time and savings deposite rose by 20 per
cent or about the same as during 1970.s..." {The Bxecutive Director's Cffice had



a figure of 33 per cent). The sbove figure (26 per cent) wes obbainsd from the
Central Bank of China, Tailvan Financial Stebistics Monthly, Teipei, Teiwan, Chine,
Februery 1972 Issue, Teble 2, page U, Financlal Survey (Summerized Consolidated
Condition Statement for the Whole Banking System).

» Qnasiumpnezéi
End of Period Millions of IS
1970 | 60,755
1971 76,367

On the basis of the sbove figures, the incresse in these deposits was
25.69 per cent vhich was wounded up to 26 per cent ia the Report.

3 Pege 9, second parvegraph, first sentence: "Regarding the trade patbern,
the trade deficit with Japac in 1971 increesed by US$ish million to USH500 million,
while the surplus with the United Stotes (US$289 million) and other countries
increased.” (The Bxecutive Director’s Offiece gave the Figures as USHILS million,
85502 million, and US3LS53 million, respectively).

The figures ia this section of the report were cbiained from the CIECD's
"Brief Report on Talwan's BEconomy,” referred to sbove. On page 13, Table 11 of
that Report, the following figures ave given:

Millions of US

Trade
Euports ITmports balsnee
Japan
1970 235,6 5821 36,5
1971 ' 267,0 NG =500.4
United States
1970 578.9 " h63.h 1155
239.1

1971 83.2 50k.1

1/ Guesi-money i defined in this source teble as time deposits, fided sovings
deposits, end foreign currency deposits (excluding amounts held by government
agencies) with banks sod eredit cooperotive associetions, and all deposits with
mutual loans and savinge compenies, credit deparvtments of farmers? assoclations
and the postal savings system.



The trade defieit vwith Jopan increased by US5153.9 million in 1971
ovar 1970. The figures wereg crossechecked with and confirmed by pource
inficeted on Appendix Table XXI, page 81 of Sf/ TE/ 17 of June 5, 1972

In my apinion, there is no need to lssue & corvection paper on these
points. As can be scen from the above, the figures were derived from informg-
tion avallable to us up to the point of writing the Report. If the figures
Prom the Bxecutive Director's Office are new information, they should be

treated as such.

e@?  Br. Re Suzuldi
Mre R Williome
Mr. Pelmr



c__.__‘_________/

The Mansging Dirvector May 17, 1972
D.8. Savkar and Donald X. Palmer

Chins - 1971 Artigle XIV Consultation Report

Attached for your aepproval is a draft copy of the staff report of the
1971 Artiecle XIV Consultetion, which has been cleared with the Departments
concerned,

Attachment

ces My, Smith



: &\ uqn kg INTERNATIONAL MONETARY FUND
,§’ ' WASHINGTON, D.C. 20431
%m,_(&
) CADLE ADDRESS
INTERFUND
May 9, 19727 \ Uikl
; 4 oy ey \
MEMORANDUM / =t el
} * |~ y]
Tos: Treasurer : \ .‘TC
s Internal Auditor €% T
General Counsel N o
Director, Asian Department : g o
Director, European Department e
Director, Middle Eastern Department i 2 (i
Director, Western Hemisphere Department e ;¥

Director, Exchange and Trade Relations Department

From: The Secretary A%iﬁ%%ﬁi_" : /éa

- Subject: Change in Par Value and Wider Margins

]

The Fund noted on May 8, 1972, the new par values
proposed by _China, the Dominican Republiec, Jordan, Thailand,
and the United States for their currencies. The new par
values are:;

0.0204628 gram of fine gold per new Taivan dollar;
1,520.00 new Taiwan dollars per troy ounce of fine gold.

0.818513 gram of fine gold per Dominican 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;
T90.399 baht per troy ounce of fine gold.

0.818513 gram of fine gold per U.S. dollar;
38.0000 U.S. dollars per troy ounce of fine gold.

Jordan and China avail themselves of wider margins dnder
paragraph 1 of Executive Board Decision No. 3463-(71/126), adoptecd
December 18, 1971

Also, the Fund has concurred in proposals by the
Government of Iceland and the Government of Nicaragua for new
par values for the kréna and the cbrdoba. The proposed par
values are: ' -

0.00930128 gram of fine gold per Icelandic krona
3,344,00 Icelandic krénur per troy ounce of fine gold.
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Zhe Guve*nmﬁnt of Ch«ﬂa haﬂ aropoued a cb nge in Lhc
" par valie of the new Taivan dollar to become effective
- oo HMay 8, 1972 The proposed par value ias

. 0,0204628 gram of fine gold per tew Taiwan aeTiarnj
- 1,520,800 new iaitan doil&rs ch LEOV ounce of fine gaTd

in. accord ace with Article IV, Section Séc){i‘
‘:Anatee fne p”GFJaGd per value, -

"1;:‘3,'Thi& p&r'value corteﬁpcnds.to 43,4286 new Taiwan -

- dollars per special drawing right, or 0,0230263
anacial dyauing riwhﬂ Per new Taiwon dn"ﬂ”

’”;tii; W%v ?und notes that Lhe che;nmcn? of Chins is nvaiiing

itself of vider marging under paragraph L of Executive
EBoard Decigion Noo 346 w{/l/lﬁﬁ), adopted Decewber 18, .

| UNQUOTE
In order to focilitate the adjustmeént of the Fundls holdings -

of the new Taiwan dollar in accordance with Arcicle IV,

_ Section 8, pleane cable balance in Fundfs No, 2 Account as
. of pimamwfxiocioras noon, May 8, 1972,

- as of opening of business Hay 8, 1972,

‘If this not possible
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FROM

SUBJECT :

Office Memorandum e K&%&/

The Managing Director DATE: May 8, 1972

P. Y. Hsu fCE§§¢7ZA?‘<—-

Change in Par Value - New Taiwan Dollar : / ? M

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

"The Govermment of the Republic of China proposes, in

. accordance with Article IV, Section 5 of the Articles of

Agreement of the Fund, to change the par value of the New
Taiwan dollar, effective noon, May 8, 1972 (Washington, D.C.
time),from 0.0222168 gram of fine gold per New Taiwan dollar
to 0.0204628 gram per New Taiwan dollar to prevent the im~-
mediate emergence of a fundamental disequilibrium in the
context of the recent realigmment of exchange rates.

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

Orig: ASD
cc: MD

DMD

LEG

RES

|_EIR... 532
TRE

' SEC




Mr. A. Gerstein X
Mr. D. Palmer~— C"\L
Mr. R. Miller

A. A. Mattera @[%

Cables to be Sent to Some Asian Mambers vhen the U.S. e
in Par Value

As suggested by br. Gerstein's memorandum of April 5 to the Managing
Director, the attached cables have been drafted in the Asian Department
to be sent to four Asian members (China, Japan, Nepal, Thailand) vhieh
are expected to propose a new par value when the United States proposes
to the FPund a change in the par value of the U.S. dollar. The only one
of these four members which now has a central rate is Japan. The draft
cables for China and Japan would be given to the respective Executive
Directors, and those to NHepal and Thailand would be sent by the Asian

Department.
Please give me any suggestions on the attached drafts by tomorrow.

Attachments

ce: Mr. Woodley



Following is a suggesied form csble thab should be sent to the Fupd if
. i

M 8 s 4 . # " Ay .
hina chooses to meintain its parity of k0 new Teiwan dollars to one U.S.

dollar:

"The Govermment of the Republie of China proposes, in sscordance
with Article IV, Gection 5 of the Articles of Agreament of the Fund
and in the contexﬁ mfvthe recent realignment of excihtange rates, to
change The par value of the new Tailwan dollar with effect on (¢ate
and time), to G»ﬁ&@k623 grang of fine pold per new Taiwvan dollar,
1.520.00 new Taiwan dollars per troy ounce of fine gold. This change
is necessery G0 prevent the immediaite emergence of a fundanmental

diseguilibrivum.”

The eable to the Fund should alsce inclwde a brief paragraph of economic

Jugtifidation of the prepesed change in the par velus.



M. Hou : ' Jenuary 18, 1972
D.S. Savker
China--Artlcle IV Consulitation

Autached hereto are four copies of the Staff Questionnaire which have
been prepared in coannection with the fortheoming Article XIV conswltation dige
cussions, It would be apprecleted if three coples could be forwarded to the
appropriate suthorities in Teipel; the fourth copy is for vour files. The
Background Paper will be sent to you shovrtly.. '

. Mr. Alex Ashisbor and Mrs. Bui-Chen Wu Yang will syrive in Taipel on
March 2 so that they cen collect neecesayxy information. It would be most help-
ful if the replies to the Questionunaire could be made availlsble to them on their
arrival.

Attachments

HCWY:KS/mp

ce: Mr. Suzuki
Mrs. Yang , /
Mr. Aghiabor
Fay Bastern Division
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3 eran;

MINISTRY OF FINANCE
A Ja AsH1ABOR

REPUBLIC OF CHINA.

Office of the Minister -

' ASD
Janu\ary 18, 1972 D
DMD
. Hsu
| __ETR
Mr. Pierre-Paul Schweitzer Ll
: Managing Director RES
International Monetary Fund / SEC
Washington, D,C. ADM
U, B K+

Dear Mr. Schweitzer:

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,

K, T. Li
Minister of Finance

-~

JA
A[V’) 0 1U72
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*, '»”k, - Tablefl.' China: Consolidated Budget of all Ievels of Government,
E ' T : U FY 19¢ 7-T72

" o ' FY 1971 - _
,_Fy.1967 FY 968 FY 1969 FY 1970 (Budget) ‘FY 1972

» (In milliens eszT doiiars)

A. Revenues - e -.28,359 . 31,973 ha 337 - 49,257 - 51,658
.. Taxes ' - o . 19,540 - oh b 32 760. 36,339 . 39,2hh
-, &. Income and prorits T - (1 375) (1 890) (2 546) (3 hl7) (3,911) :
* b, - Property and cepital R v :
. transactions _ _ (2,469 (3 500 (5 022 (5,207) "~ (5,170)
.. ¢, Commodities and services - - (10,120) (12,062) (15 8k9) -(17,712) (19,582
7 4. International trade _ (5,017 (6,516' (8,56k) (9,706) (10,436
e.v-Othersy S (69 - (5h6 (§65) ) (-
- Profits of public enterprises T PR g R
.- and utilities = L . 3,046 239071 4,529 5,326 . 5,h92
» Other revenues_/ S . “h.86h 4 k58 5,048 C 7,592° ¢ 6,922
B. :penditures . = . 29,703 " 32,186 39,985 48,293 - 51,568

. (General administration and defense 15,668 - 17,938 21,051 © 2b,;231 25, 809
Economic reconstruction and ' - S : '

. communicéation - K : 2,676 " 3,;438.° 3,570 3,790 h, 321
',Education, science, and eulture - 4,070 4,865 6,711 9,761 9,h60
. Investment in public enterprises - - h,103 . 2,00k 3,373 3,190 - 3,445
. Social relief and health - 2,198 0 12,581 3,62k 4,519 5,712
. Public debt - . 516 TR 79k 90k 986
Others .~ - c : _ " hre 0 588 862 1,898 1,855
¢. Deficits L Coo-1,3Whk -213 2,352 %k . 90
‘D, - Finencing of deficlts . R : - -
‘Domestic bond issues . ;. 2,800 3,000 . 2,100 = 2,500 = 2,800 .
.. Less: . redemptions of securities_/ -1, ook - =816 2,213 1,775 . -2,890
B Net bond finsncing ' R | 776 2,184 -133- 725 - ~90
Transfers from counterpert fund i; _h8o 30 - 240 0 ee Sm
Changes in cash balance (increese in.’_ : o ‘ : S
~ cash reserves) .. 9120 2,331 - 2,k80 1,680 . e
, (Percennage of GNPE/)
"B, Revenues . 21,1 20.6 23.6. 21 0 2Lk
. Taxes. ' 1.6 15.7 18,3 -~ 17.8 16.3
‘4. Income end profits 1.0) - §1.2) gl.h) .'.élaT) - (1.6
b. Property and capital transections 1.8;|' (2.3) (2.8) ".-(a.5)" 2.1
e Commodities and services. - (7.5) (7;8§ - (8.8) - 58.7 - (8.1
d;" International trade ; 3.7). (k.2 4.8 1.8) 4.3).
' e; Other taxes =~ o (0.) - (0.3) ¢ (0.2) (--) (~-)
- . . Profits of public enterprises and . o o -
O utildties | . : 2.9 2.0 . 2.5 2.6 . 2.3 -
- Other revenues 3.6 2,9 2.8 3.7 2.9
B. Expenditures , ) 22,1 20.7 22,3 23.6 - 21,h
,General administration and defense 11.7 ‘11.5 12,3 11,9 10.7
" .. Economic reconstruction and: . o o ' B
" communication : 2,0 2.2 2,0 1.9 . 1.8
.Education, science, and culture 3.0 . .3.1 3.7 4.8 3.9
" Investment in public enterprisés’ 3.1 . 1.3 1.9 . 1.6 1.4
" Social reliéfdand health - 1.6 4 1.7 2.0. ' 2.2 2.4
Public debt - - " 0.b 0.5 0.5 - 0.k 0.k
_ Others' 0.4 0. .. 0.5 0.9° 0.8
€. . Deficits- - . -1.0  -=0.I 1.3 0.5 0.0k
D. - Finenclng of "deficits o - o
Domestic bond issues 2.1 1.9 1.2 1.2 i.2
Iess: redemptions of securities 1.8 0.5 . 1.1 0.9 1.1
Net bond fineneing 1.3 LW =0.06 0.3 =0.04
" Transfere from counterpart fund 0.4k 0,2 0.1 - -
Changes in cash balance (increase in . _ '
- cash reserves) L 0. 6 jﬁ~ 1.5 1.k 0.8 . -

Source: Data obtained during 1970 Article XIV consultation discuss1ons
l/ Defense surtexes.
2 .- Includes income from properties, fees, finee, ete.

3 Ineludes redemption of econemic leans from I'Y 1968,
_/ Adjusbed to fiseal yeor.
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VI. Balance of Payments

57. Please prov1de balance of payments estimates for 1071 (Table 2 attached)

check the previous figures and provide any available 1nformat10n explalnlng |

variations in the accounts for 1970 gna 1971.

58.u Please provide balance‘of payments projections for'l972 and 1973 and

explain variafions between the estimates for 197i and- the projections for the

next two years.

50. Please ﬁrovide.estimates of the component items of the capital account of

the balance of payments for 1910 and 1971, | |

60. a:. Please update the data on gold and foreign exchange (Table 3 abtached)
b. What was the reason for the sharp decline in gross foreign exchange

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

assets in the monetary survey showedlincreases? |

61. Please provide data on outstanding preferential export loans by banlks,

clagsified by industry as at tﬁe end of December 1970 and 1971.

V62; Please give details of trade with Viet-Nam in 1970 an&AIQfl, showing

séparate figures for exporits under U.S. aid, | A

‘ 63; Please describe obstacles to eprrts arising from policies of China's

main trading parthers, Please include the position with fespecf to the agree~

mehtswith the United States on the:export of‘textiles to that country (and

aléo to the textile agreements with Canada and Italy).

64, Please give details of the agreement with EEC mémber cougtrieé, giving

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

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

the FEC countries in 1971 and Whaﬁ are the prospecté for 1972 and 19732 Pléase

give supporting figures.
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Table 2, China: International Transactions, 1%7-71.’:/

(In millions of U.S8. dollars)

1967 1968 1969 1970
A. Merchandise, services, and uarequited transfers
{excluding grants received) ]
Exports f.0.b. 65!6:.2 .gzs.g 1,081.4 1,&%.1
mrta f.O.b. -71 ¢ %l "1 lm.'* -1 % -1
Trade balance ~62.6 «73.9 -18.9 £9.0
Other receipts
Transportation and merchundise insurance 51,k 51.6 55.3 61.3
Travel k.1 647 v 89.0
Govermment services k1.0 60.° 51,0 25,3
Other services 17.3 39.1 72,0 89.8
Transfers 24,6 Wk 10.9 17.6
Other payments
Preight and insurance on imports =58,2 <80.0 -87.0 «110.9
Other transportation -28.3 -38.4 -37.4 -49,0
Investment income «16.k <79.9 =40,1 =61.0
Other services «50.2 =177,0 -110,7  «1k5,5
Transfers 4,9 7.0 -9, -11.3
Totul -52..”_ .l%n?. -u7-3 -5.7
B. Miscellaneous capital
Direet investment 6.5 27.3 51.5 61.%
Other long-term capital of private
nommonetary sector 33.7 17.6 76.4 3.k
Other short-term capital of private
nommonetary sector <41,k 52,3 «34,3 68,3
Miscellancous official capital -0.9 _-0.8 -7.3 2.7
Total T.9 8,2 5.3 158,5
C. Net errors and omissions 5.4 11.9 16.8 L
D. Total (A through C) =39.7 =-172.5 55.8 157.1
E. Offfctal grants and losns received, net?/
U.S. Government grants k.7 6.7 - e
Other grants received o 2.0 6.1 7.6
U.S. Government holdings of new Taivan dollers 1k.6 17.1 =9,6 5.0
U.S. Government loans : k2,0 7.k 5.9 «11.6
AsYB, IBRD, end IDA loans 5.6 6.7 15.5 24.9
Japanese Govermment loans 31.1 2.6 14,7 12,7
Other loans received 0.k - . -
Traede credits on aid imports =0.6 17 0.8 «12,7
Total ¢ 97.8 T9. 3.4 5.9
P. Total (D plus E) 58,1 -b3.1 89.2  13.0
Trade balance 2.6 «T73.9 ~18.9 9.0 .
Other goods and services «9,3 =59.7 =30.1 «101.0
Private unrequited transfers 26,2 15.3 13.0 0,2
Govermment unrequited transfers 1.8 0.8 5,2 -6,7
Capital of nonmonetary sectors 111.0 62,5 13,6 76.7
Net errors and omissions «5,h 11.9 16.8 L4
G. Monetization of gold 1.0 - - -
H. Totel (F plus G) 50,1 =43,1 89.7 183.0
I. Monctary movements (increase in asseta <)
Deposit money banks 18.5 8.7 26,2 8.4
Monetary gold -18.8 0.” 0.9 .
Reserve position in the Fund : e - - =50, 8
Foreign exchange regerves -60.1 aL.8 61,0 =1"1.0
Other claims of Central Bank 1.3 =0.6 -1.1 6,0
Total «59,1 43,1 =t'9, " <157, 0
Sources IMF, Bnlance of Pavments Yearbook, Washington, D.C.

Y

Positive figures are credits; negative figures arc debits.

Dravings net of repayments,
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Table 3., China: International Reserves, 1952«71

(In millions of U.S. dollars)

Official Holaings}/ Foreign
Fund gold Foreign Exchange Assets
Foreign tranche Gross exchange et Held by
Gola exchange—/ posivion assets  liabilities assets Qther Banks:z

1952 39 23 - . 62 1
1953 38 28 -— 66 1
1954 Lo 1k - 5L 1
1955 41 30 . 71 1
1956 ho L - 86 1
1957 T L2 67 e 109 1
1958 43 82 - 125 1
1959 L1 88 - 129 1
1960 Ly 81 - -— 172 10
1 o L3 93 - 136 13
lyoe 3 71 _— 11k 8
1963 50 177 —— 227 19
55 oho e 297 o 25
1965 55 2k5 - 300 : 17
19566 62 275 - 337 : ‘ ‘ 12
1967 81 335 - 416 2L
1968 81 300 - 381 - , o7
1569 82 361 e Lhz . 26
1970 . )

March 82 389 - h71 29

June 82 Lhg - 531 33

September 82 433 60 575 ' 39

Deceniber 82 4182 60 62k 32

1 : .
L anuary 82 N} 60 583 38
February &2 478 60 620 30
arch 82 496 60 638 , Lo

April 8l - 527 60 671 ‘ 38

May - 82 437 60 579

June 82 - Yoo 60 56k

July 82 434 60 576

August o8 L3 60 564

September 81 398 60 539

October 80 N - 495

November fo 7539 - Sog”

December - g 72y - P
1972

January

" February

Source: IMF, International Finencial Statistics. -

1/ Held by the Central Bank of China and the Bank of Taiwan.

2/ Consists of foreign currencies in vault, deposits with banks 1n terms of foreign curreancie
and readily casheble foreign securities,

13/ Covers the Bank of China, the Bank of Commur:canluu. Gver~eau Chinese Commercial Bank,
Shanghed. Commercial and Savings Bank, the Centrel Trust of China, the Barmer@ RBank of thna,
”wzlr39 Co mercxwi Ba;ﬂ, Hua-Non Cnmme 0131 Eank and Ch-ngius CﬁmnerCl 1
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65. Please describe ﬁevelopmenté in China's @rincip&l markets for'agricﬁl-.
tural and semi-processed agricuiﬁural products. How have exports of these
items develope& in 1971, and wﬁat ére the prospeéts fér11972? Please give
supportiﬁg reasons. Also, please give?details'of‘new-agricultuﬁal, fisher~-
igs and other products.for export,'

66. Please describe developments in the thfee export processing zones: of -A
‘Kaohsiung,‘Nangtze‘and Taiéhung gince the last mission.

67. ?leasé‘describe the possible effects of‘ﬁhe recent realignment of cur-
‘rencies of China‘s major‘trading partners on China's exports and imports.
68, Please ﬁrovide'available information reg&rdinghthina’s trade with Japan
iﬁ 1970 and 197L, and give details of negotiations or measures being taken to
‘improve the trade balance with Japan, pérticularly since the revaluation of
the Japanesé yen. o

69.. Please‘describe the effeéts of chaﬁgés’im the United Statesé trade and
exchange policy since August 1971, on China's trade with the United States.
70.' flease brovide details of any celculations or estimates of the effective
rate of the ﬂew Taiwan dolla; vis-&-vis the currencies of China's major trad—’
ing'partners‘since ﬁhe realiénment of currencies of December 19713

71. 'Pleasezprovide data on inward and&oufward remnittances, showing component '
items (e.g., dividends, interest, royalties, etc.) fﬁr the years 1969, 1970,
and ;9715 explaining any variati@ns and commenting on the prospects for 1972
and 1973.

?2. Pleaée give details of foreign off;cial and privéte loan contr&cts
entered into in 1970 and 1971, shoﬁing details of amoﬁnt, terms and interest

rate including grace period, final maturity and guarantor.
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73. Pléase éivé details of actuai inf}@ws of foreign éfficial énd pfivate
cépital into China in 1970 and 1971 compared with projected inflows of
capital for these years and comment onvany differéncés. Please frovide
estiﬁates of capital outflow in 1970 and 1971 if there wére any.
4. Please providé dsta on oufstanding external debt and debt service paYy-
ments ﬁy updating and completing Table 4 (attached). o |
75, Please provide details of approved foreign investments ana acfual pri-
vate capital inflow in 1970 and 1971, |
a. What bhas been the experiénce with regard ﬁp measures to étimulate
the'inflowrof fbreign capital and to reduce the lag hetween appro&als of
foreign investments and<actual‘receipts? |
b. What new .measures have been introduced or are under consideration?
c. What ére the prospects for capitéi 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
kas éisbursed and undisbursed amounts. as aﬁ the end qf December 1970 énd 1971.
77. Please provide details on the status of the Sino-Amefican Fund for
Economic and Social-Development (SAFED) in 1971. In particular, please give
details of amounts (in granﬁs and in loans) used in 1971 and on which projects,
conpare actuval drawings with projectéd for 1971 and give reasons for any varia-
tions, Also please give details of projected.use 5f SAFED funds in 1972 and
the opening and closing balances on the SAVED account for 1971 as well as the -
projected closing balance for 1972.
78. Please summarize infofmation, as at the eﬁé of December 1971, regardipg
pers§ns involved in economic and technical cooperation 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)

-

Qutstanding Amounts Estimated Debt Service Payments .

End of 1971 1972 Principal

1069 1970 1971 Principal Interest Principal Interest 31973 1974 1975 1976 1977 1978

Trade éredits
. (usance credits) 124 15h coe . cee ceo sin ere  ere  ee Voo
Other short-term debtl/ 24 26 ves ces ... - cer eeeees e .eo
Total short-terd debtg/ k8 180 ces . ces ‘oo cee L ses ess ea cee

AR L _ .

Total medium~term*éebt“/ 359 boo - ... 112 252/ 88 89 60 o o, v
Total long-term debt"/ 13 Lh5 cos 28 20 31 37 ko ky ., ceo
Source: Central Bank of China. |
These loans include overdrafts. : s
With an original or extended maturity of 1ess than one year. e
I

taff estimates:

QU

With an original or extended maturity of one year but less than 12 years.
Ineludes both public and private,

represents 6 per cent interest per annum on outstandlng amount at end of 1970.

With an original or extended maturity of 12 years or more; dloburued amounts only.
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'Adetails:of Chinese tééhni&al and other assistance to foreign'countries as
at the same date. Pleasé describe developments feléting to technical and
regional coQPeration vith other countries since the last mission.

9. Pleasé give details of ch@ﬁges‘in the ekchange and trade systemusince
the last Article XTIV consultation.

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

5
-

the'use of impdrt controls and tariff protection since the pre&ious‘consul~
tation. | A

1. Please describe the existing arrangements with fegard to the impart

. - licensing system and the presént pééition 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 £he shifts tﬁat
occurred betweeﬁ the liéts since December 1970, What are the present arrange-~
ments éoncerning the 1ic§nsing'of'commodities on the controlled list of
imp5rts? |

83. Please give details of the present sﬁatus of the exchange retention
system.

84, Please give the currentvrequirement for d;mestic manufacturers to use
domestic (rather then imported) raw matefials, intermediate and capital goods.
What changes in this pﬁlicy have beén effected since December 1970 or are
being contemplated within the pontext‘&f the recent reélignment.of currencies
of Chinafs major trading partners, »

85. Please outliﬁe changes in the tariff structure in 1971 giving details of
the range of tariff r&tés. Also, please provide aVailéble information on the'

work of the Tariff System Committee of the Ministry of Finahce,



86. Please summarize-tﬁe existing arrangeméﬁts.regarding assistanée to
exporters thfough fhe tax, exchange and public utility systems in 1970’f
and 1971. | | | |
87. Please give details of quota limitations’on exports including infor;
mation'on commodities, quotaé and diétribuﬁion.
88. Please describe the fofms and extent of preferential treatment given
‘to domestic shippiﬁg, air transport and insuranée enterprises;
,89‘ Please give details of the new Statute for the Encouragement of
AInvestment. What are the néw Teatures of this St%tute compared with the
. - previous one?
| 90. Please describe developments in thé exchange marketé, including any
changes in the specific currencies in which exéhange transactions may take
placé and details of the rates céncerned since the previous mission.
91. Please give theAmonthly range of quotatioﬂs for the U.S; dollar and
gold in the curb market since the end of 1970,
92.. Please provide détails 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 imﬁorts anq the purpose
(i.e.? monetary or nonmonetary). _ |
9Lk, Please provide data on gold purchased aﬁd 30ld by the Central Trust of
China in 1971 and data of the Central Trust quotations. for géld 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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As agreed with your Executive Director, .we rroposs to hold the 1971
Article XIV consultation diascussions in Teipei from March 6 to Merch 17,
IWZ. - i

Dear Mr. Minister:

. The Fund staff team for the discussions will consist of Mr. Koji
“Buzuki, Senior Advisor, Asian Department; Mr. Alex Erie Ashiabor, Senior
Economist, Exchange and Trade Relatioans Department; Mre. Hui-Chen Wu Yang,
Economiat, Asian Department; and a secretary.

The etaff Questionnaire and Background Paper will be forwarded to you
shortly, and details of the mission's arrival will be copmmicated 8t a
later date.

Sincerely yours,

¢s)

Plerre-Faul Schweitver
Managing Director

Hig Exceliency ' _ ce,: MWD
< e ﬁrw Hsu
Minister of Finance . ‘ : g
Ministry of Finsnce .
Taipei, Taivan Lg
Republie of China R

SEC
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INTERNATIONAL MONETARY FUND ' M,
WASHINGTON, D. C. 20431

EXECUTIVE DIRECTOR i
. . CABLE ADDRESS
INTERFUND

December 21, 1971 é
"

-Dear Mr. Schweitzer: /f' 7

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

~
“ maintain the rate NT$40,00 per US$L. 00, ' . ?
' -

Sincerely yours,

7 feeo

o Y. Hsu

N
‘\s‘/l

Orig: ASD
ces MD

b TRE -
LEG

o Mr. Pierre-Paul Schweitzer o C_ER..... S
F Managing Director gge |
W International Monetary Fund. .
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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

O. 0204628 GRAM OF FINE GOLD PER NEW TAIWAN DOLLAR EFFECTIVE
SAME TIME WITH THE NEW/PAR VALUE OF USDOLLARS STOP SHALL
MAKE OFF[CIAL ANNOUNCEMENT LATE THIS AFTERNOON PLEASE

\) CONFIRM THE PROPOSED NEW PAR VALUE REGARDS KTL! MINISTER

OF FINANCE

G
24331 INFUN UR

REA Global Communications
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; December 8, 1971

MIMORANDUM FOR FILES

Subject: Mecting with Mr, Hanh - Viet-Nam and China

Mr. Hanh saw me today when the following discussion took place.

1. He referred to the discussion we had with the Vietnamese
delegation during the Annual Meeting and asked me whether the Fund would
be prepared to send a mission to Viet-Nam in January. I told him that
since enough time had not elapsed after the exchange rate reforms of
November 16, we would like to postpone. the mission to a later date to
enable us to make a judgement as to the effects of the reforms on the
econcmy. We tentatively agreed that a mission could visit Viete-Nam after
the Chinese New Year, sometime around February 20.

2. He asked me whether the staff had made any Jjudgement as to
what Viet-Nam should do when the realigmment of currencies took place.
I told him that we had been giving some thought to this question and our
view was that the piastre should follow the dollar. Since an exchange
reform was introduced only recently I said we felt that Viet-Nam could
keep its present exchange rates to the dollar which would have the effect -
of depreciating those rates against other appreciating currencies. This
would amount to a substantial depreciation against major European currencies,
and the yen. .

3. He asked me whether we 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 retura to focus on this question, but my own view was that
unbil the constitutional question came to the surface I would like to con-
tinue wlth our normal activities as before. I sald I had not discussed this
question with Management, but at this stage thls was my view. He replied
that this was logical and they would have no difficulty on thelr side.

4. He said that in the event China's quota is to be readjusted
what was the view of the staff as to the possible quota for China. I told
him, here again, we have been doing some thinking but haed: not reached any
final viewy however, in & preliminary way our analysis showed that the
quota could be in the range of $860-100 million.

. . D. 5. Savkar
' , Director
' Asion Department
ce: MO
DD
EIR
LEG

DSs.nr




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%E0.00 to one U.S. dollar was approved by the Executive Board on September k,

1970. o :

Quota: China has a quota of $55O 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 Fifth General Review also. Payment of the gold portion of its original
subscription to the Fund pursuvant to Article III, Section 3, was completed on
August 14, 1970.

Use of Fund Resources: None.

SDRs: China's instrument of participation in the Special 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.

Domestic Developments

Gross national product: In 1970, the second year of the Fifth 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 i
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the corresponding period of 1970. The monetary expansion was attributable

to the continuved increase in both net foreign assebts 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 compared 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.

Ixternal 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 W1 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 pericd 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 $26k
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 liberalized regula-
tions governing travel allowances and tuition and living expenses for students
sbtudying 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 of NT$hQ to US$1l was unchanged for the present.
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Beginning July 1970, the Chinese authorities took action to review all
controlled items, and shifted 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 the 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 Mr. 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 accumulation 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 meintaining 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.
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& Office Memorandym 0{,4 ”&’4’7‘”
10 :  The Secretary W oate: August 30, 1971

FROM  : P, Y. Hsu W \(\/\" /6

susJect : China - Info jon on Exchange Practices } (€] 47 } P\ﬂ34

In response to the Managing Director's request to all members for in- 4>

formation concerning their exchange measures and practices, the following cable
has been received from the Central Bank of China:

Basic rate UsSgl NT$40 unchanged for the present. Listed
currencies Australian dollar, deutschemark, lHong 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-
rencies concerned.

Orig: ASD

ces MD
DMD
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©9: Office Meporandum

Crans S
Orig: ASD
T0 :  The Secretary ' e b;)[z]) oATe: August 20, 1971
rrom  : P,Y, Hsu / WE%— W
. N LEG
sussect :  China - Exchange Operations TRE 4 4 /Z
SEC
For your information I have received today the following telegram
from Governor Kuo-Hwa Yu of the Central Bank of China: ‘7‘—/
"Thanks your cable. For your information no change in J
our rate. All exchange operations carried on as usual." I/\ﬁ3

af(f [VfD ko

AUGZ 1 197¢ 2 12

Excnanss 4 mus nmnuas ‘\
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vRepublic of Chinaquolﬁ‘Sﬁbsidﬁ Ariangemeaté‘u

. In response to your quesclonﬂazre a ated March 3, 1971, the followln
" information is provided on the basis of the last consultation report (see SN/TO/lOO
and 8M/70/101) and other available documents. Thae purpose of this note is to show
- whot existing information we have about the gold subsidy srrangements; if any of
- the ansvers ralse further questions, T would be happy to discuss them with you bLeo-
. fore my departure for China on March 12. The Inteution is to confirm the answers &
with the Chlnesc authorities. e L R ‘

. Question 1 l'}
“;‘ output to the Central Mint of ChznaQ'

Ansvrer:
adswel

.- cent for refining and commission aceruing to the Central Trust, are

Quegtion 25

Answer:

Question 3:

Answer:

' Question b:

Answer:

Question 5

Answer:

© Min%t of Chins to be recested into 0. 875 purity. Gold of this fine~

-was NT$L,570 per 1.004TL ounces {one Shih liang) of 87.5 per cent’
. Tineness of gold, equivalent to US$hh .60 per troy ounce of '99.9 fine-
‘-neos. Gold not disposed of by auction {this amount was only 1,000

:;to the producers by the Minms ry of comomle Af:airs. ”z,i«'

' The Central mznt acts zo¢ely ag an agent afthepro&uccrs when it collects‘fﬁ{

.'dOQu nou become the property of uhC Cenira“ Mlnﬁ. -

 A$ wnat nrice iu it anctzoned ow otherwi @ voldq By wham? To Whom?

‘Under what condltions (tetal or partial ouupu*u)3 for Whau purposes, -
;and at what price are gold producers reguired to gurrender their

Prcducsrs of gold must sur?en&e; all their ouﬁput 40 the qutral

ness is then auctioned by the Central Trust to registered goldsmiths,

vho are permitted to sell onlf ornsmental gold of a fineness of less

than 0.875. The proceeds of the auctionsz, less a cherge of 2 per

pald to the producers. - According to information received during the
last consultation inm March 1970, the floor price applied in auctions

ounces in 1969) was transferred to the Central Bank at the price of
NT$L,400 per ounce, equivalent to US$35 per ounce. This and the dif-
ference between the official price and the auction price was settled

Ia what capacity docr “the Ce ntral Mint act vhen 1t eolleet» gold fron
produceﬂs? el - A

gol& from ‘them, - -

Does that gold become the property of the Central Mint?

From tne answer to the prncedlng questlong it followq that the gola

3

See ans wer ‘o Ouestion lu

In what capacity does the Ccnﬁral Trust act whcn it anstions that gold?

The Central Trust acts only as the agent of the producers when 1t auctloasfffﬁjn
vold. : .




- Answer:

Queﬂ*ion 1:

Answer:

ce:

' 'Who receives the proceeds of the sale?
'Bee answer to Question 1. _
- with the exception of the 2 per ecent charge for re;lnlqg and commission,
_which accrues to the Central TrLSu, A ‘ ’

_What are the arrangements wnth fesoeyt to parchaseg by thg Cenural Ban%

‘pald by the Goveramenu for c’gse purchases? .~ 0 R v“,fj<7

Mr. Woodlsy
Mr. Baer

How are tnej dlS r1buced?

The producers receive all sales proceeds

of newly produced gold and the afrgngemeat with res pect to the. amouan -

See,answer to Question 1.

W,
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Mareh 3, 1971

MEMORANDUM FOR FIIAS

Subject: Republic of China--Some Aspsets of Restrictive System

This note includes g 1ittls sdditionel hagkevound informstion for
the meeting in Mr. VWoodley's office today.

. Registered foreign exchange

. The system of reglstered foreign exchange, described in SM/70/101,
Pe 59, 1o en export incentive vhich operates through an export/import link for
certain export industries. Previously, import entitlements that exporters
thereby acquired could be transferred between manufecturers. Trensactions iu
entitlcments $ook place ot morging which at times exceeded the official rate
by more then one per cent (8t end-1950 by maximms 1.25 per cent). As o conges
quence, the srrongement gove rise to o muliiple currency practice. The creation
of reglstersd foreign exchange emounted to USShLT million in 1969 (ebout Li“per
cent of the velue of anuuel exports); of this amount, $59 million had been
transferred betveen holders. The transferabllity of cntitlensnts was reportedly
eliminated as of July 1, 1970 (the change wae actually undertoken om July 25,
1970, but retrogetive to the beglnning of the mounth, to vhich date the Fund's
spprovel hed been extended), thereby vemoving their waltiple currency aspeets.

The attoched nevs clipping suggests that there may be “specilsl cases”
in which entitlements may still be transiferrsd. In addition, the system in-
volves somg discriminetory festburgs in that use of regletered foreign exchenge
for imports leads to exemption from g speciel import surcherge. Questions to
e discussed before end/or during the miesion may include:

2. Confirmmtlion of the geuneral change in the trensference proceduves.

b. Which arve the "specisl coses” in which entitlements moy still be
vransferred; end, if any, vhet are the morgins applled?

¢. What is the stalff's opinion ebout the arrengement o éxempt
imports by regloteved Toreign exchange from & surcharge?

d. Do the Chinese suthoritles still intend to eliminate the regls-
tered foreign exchenge system by 1972, as stoted during the lest consultatlon?
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China still meintains the advance import deposit requirement men-
tioned on p. 54 of 8M/70/101(although there have been & change in the
deposit rates; this will be conTirmed in Taipei), This prsctice, vhich is tied
to the exchange system although it would not constitute an effective nev rate
since transactions other than under sight letters of credit are expmpted,
cannot be justified in the present balance of peyments situstionj neither does ~
it have a justification as a check on the creditworthiness of importers, vhich
function can de handled by other means. As mentioned in the draft of the

In December 1970, an exchangs rate of Japanese ¥ 10 = WM§l, buying
and selling, wvas established for the conversion of Japanese banknotes at Taipei

« ‘The crossrute, dr the respective par values of UB$l =
] end US$l = M40, 16 ¥ 9 = . Henoe, the airport rate of Nev Taiwan
dollars versus Yen to be 10 per cent more appreciated than the

cross-
rate. Although in past the Fund normally has not objected to even consid-
ersble margins for banknotes, the metter might be discussed.

" = Kari Nars )[n]

ecc: Mr. Woodlsy
Mr. Palmer

Mr. Evans
Vo Miller
M, Baor
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‘(Suspension of TranSfefence of Registered Forelgn Exchange
F

In gonnection with the ilmmedlate- suspension of transference of registered
foreign exchange, the Ministry of Economic Affairs announced the following
regulations: (1) a nanufacturer of p:ocesséd exports who holds reglstered
foreign exchange should first'use his registered foreign exchange to finance
imports of needed raw materials, (2) & manufacturer of processed exports,.who
holds registered foreign exchange in excess of hi$ 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,own‘registered
foreign exchange; while importers whose imports are finarjxcecl wi‘th foreign
exch&%ge allocated by the Bureau of Foreign Trade of the Minisiry of Economic
Affairs ére required to pay the surcharge in accordance with the General
Reguiation Governing fhe Appliqgtion‘of‘Foreign Exchange for ‘Imports. The
regu;ations are appliied ﬁo commodities under the following cafegories: (1)
textile products, (2) iron, steel and machineries, (3) fools and metals,

, e .
() electrical appliances, (5) chemical products, (6) wood products, and

T s

(7) pulp, paper.and allied products. o ' , f
T . . ' ’ N ¥ oy gy
) _ D %’/ K AR S ) et \
AP, e M“Jj o M ) | ]

Sowrce: Central Daily News, Taipei, Teiwan, July 26, 1970.




Mr. Woodley February 25, 1971
Kari Hars "["\
Republic of China--Monetary Projections for 1971

Further to my preliminary note dated February 2h, some additional material
is sutmitted for your cousideration. At this stage, I think that our work would
be facilitated by using different sets of broad assumptions regarding the growth
rate of GNP and the balance of payments surplus in 1971l. As I pointed out, we don't
have a recent official balance of payments forecast, and hence I had to use a very
crude projection vhich may have been overly optimistiec. In addition, the Plan's
GNP projection for 1971 may turn out to be on the pessimistic side, as in the past.

I take it that what we finally look for is & projection for the feasible

c in the most important policy concept, the central bank's net domestic assets
(NDA), 8o as to be able to caution against any excessive expansion in reserve money
(and domestic credit). In the attached table, five different assumptions have been
used for both the annual growth rate of GNP and the vh.nu of payments surplus in

197T1. This results in a number of various estimatesd/for the very approximate de~

sired change in NDA. The mometary ratios used to arrive at the underlying domestic
credit and reserve money figures are the same as before, since at this stage I see

no reason to question them.

The table shows that, at one extreme, with a nominal growth rate of GNP of
13-15 per cent and a balance of payments surplus of only $60 million, NDA might be
increased by some NT$1 billion without any excessive expansion of primary liquidity.
At the other extreme (growth rate 11-12 per cent, balance of payments surplus
$180 million), it appears that NDA would have to be decreased by NT$4 billion to
accommodate the sharp impact of the foreign sector on reserve money.

Once we have scrutinised the simple methodology used in the projections and
agreed on the basic monetary assumptions, and after having obtained the official
estimates of GNP and the balance of payments for 19T1, it should be possible to dis-
cuss the feasible change in NDA, perhaps by using the attached table. If time allows,
I will start thinking in more detail about a projection of the balance of payments.

1/ B8ince they are rounded to the nearest billion of NT$, only six different figures
oceur in the table.

cc: Mrs. Yang
Mr. Yu



Balance of izymants

Surplu

(In millions of U.S, dollars)

Feb. 25, 1971

Approximate Suggested Decrease or Increase
in the Centrel Bank's Net Domestic
Assets Under Various Assumptions
(In billions of NT$)

Nominal Growth Rate
(In per cent)

13 12 13 1k 15
60 +0 +0 +1 +1 | +1
90 -1 -1 +0 +0 +0
120 -2 -2 -1 -1 -1
150 -3 -3 - -2 - P
180 -4 -k -3 - -3
Source:

1/ 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, is assumed to be some $25 million
(NT$1 billion) highér thay each balance of payments
assumption, because of an expected continued increase
in the commercial banks' net indebtedness abroad by
this amount.
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Office Mem ofandu m

.

10 :  Mr. Woodley DATE: February 24, 1971

FROM : Kari Nars’\bw\

SUBJECT :  Republic of China--Monetary Projections for 1971

As requésted,‘I submit this highly preliminary note, which is still in
the process of checking, as a basis for discussion at the meeting in your office
today. The projections are largely based on a few very stablé monetary relation-
ships that can be 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,l/ the determination of a "prudent"
permissible credit.expansion largely follows past trends. The projected levels
of money, cfedit, and net international reserves at the end of 1971 are shown in
the attached chart.

My projections start from the observed ratio in the past between net
domestic creditg/ 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 Fifth Four-Year Plen's assumption of a 7 per cent increase in GNP

e balance ofkpayments, however, showed a temporary over-all deficit in
1968,
g/ The banking system's claims on Government net, end gross claims on official
entities and the private sector.
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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,i/ to NT$ 242 billion.

Applying the abové-mentioned ratio, the increase 1n domestic credit in 1971 would

“be 13 per cent (NT$ 10 billion), compared with 17 per cent (NI$ 10.7 billion) in

1970 when economic growth (presumably) was higher.

The second step in the projectionkwas tb project'reserve money. Again,
I find (Table 1) that the ratio between reserve money and domestic credit has
been stable iﬁ the past. It was 0.3% in both 1969 and 1970. Assuming that 1t
would continue to be at this level, the increase in reserve money during 1971
would be &bout lh.per cent, compared with 19 per cent in the p#eceding year.g/
The absolute increase during 1971 would equal roughly NT$ 3.5 billion.

Having determined the increase in reserve money, the next step was tp
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 mssets of the central bank (Mz = NDA + NFA). Hence, the balance
of payments outcome in 1971 has to be projecfed. In the absence of any officisal
forecast, I assume that the over-all balance of payments surplus for lé?l would
be of the same order of magnitude as in 1970, §r something like NT$ 7.3 billion
{about $180 million)..i/ However, the increase in the Bank of Taiwvan's netl/

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

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

2/  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. ‘ C

§/ 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.

4/ Actually, the Bank of Taiwan shows no foreign liabilities.
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because the commercial banks' net indebtedness abroad rose by the difference.
Hence, the impact on primary'liquidityi/ 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 commercial banks' indebtedness by abdut the same NT$ 1 billion as in
1970). This would enable us to solve the identity as follows: 3.5 = (~%.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
assets would have to be decreased by some NT$ ‘4.5 billion to avert an exce;sive
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 NT$ 0.9 billion
(Teble 2), and mainiy resultedlfrpm 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 appéar
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 somevhat; the extent of this depends on the out-

the government's central bank
come of govermnment operations in 1971. During 1970, / deposits increased by
NT$ 1.8 billion. |

Besides the general questions that these simple prpjections undoubtedly
will raise, T 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

e

;/f Reservermoney 1s not a¢fected,by “the cbange in net. fore1gn~asagts of~ .
commerc1al’bank5' 7

\_/
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from NT$ 3.1 billion ($78 million) at the end of 1967 to & negative position
of NT$ 2.1 billion ($53 million) at the end of 1970. Tt would seem inmteresting
to discuss the basic reasons for this trend with the Chinese authorities, and

to asseés its possibie implications for the future,.

2. g Over the past years, reserve money changes have shown sharp seasonal
fluctua#ions, with a large increase in fhe last célendar gquarter. The relation~
ship offthese movenents to inflows of foreign exchange might be étudied, 50 as
to determine when the impaét of the expected large balance of payments surplus
on reserve money in 1971 may be expected. In order to facilitate this and other
morelde%ailed analysis, I have asked the Bureau of Statistics to give me the

time se%ies referred to in Table 1 and a few others on a qﬁarterly basis for the

i
h

i

last lOfyears, both in seasonally adjusted and unadjusted form; they would also
calcula&e the ratios accordingly.
3.  The expected change in "real" credit and "real" money in 1971 (deflated

by apprbpriate price indices) versus the forecasted decline in the growth rate

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

Axtach@ents

€6 Mrs. Yang
Mr. Yu
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(In billions of NT$)

Republic of China:

Monet

Q‘Vaables

1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971%
Mp .46 6.09 6.55 7.73 10.81 11,84 13.39 17.18 21.09 20.68 24,55 28
Mg~ 2,67 3,08 3.0 k.13 5.20  5.78 6.58 8.36 9.1 1n.02 13.50 16
Mo + QM (M) 10.85  15.09  17.48  22.67  29.26  33.46  K1.58  51.67  58.10  69.95  86.07 104
DC ' 12,27 16.86 20.2L 22,07 27.0k4 32,25  36.19 b 62 52.47 61.71 72:%0 8
GNP 58.93 66.33 72.38 87.13 102,21 112.87 125.55 143.04  167.98 190.k0  217.6 242
i s fE LR RE %2 wx BF OBH SR _NE A 3B
' Mg/M’ 0.k12 o.kok - 0.375 0.341 0.369 0.354 0.322 0.332 - 0.363 0.29 0.285 0.269
M’ /GNP 0.181 0.227 0.2k2 0.260 0.286 0.296 0.331 6.361 0.346 0.367 0.39 0.h3
'un/nc 0.363 0.361 0.32k4 0.350 0.400 0.367 0.370 0.385 0.ho2 0.335 0.339 0.3k
Mg /M’ 0.247 0.204 0.195 0.182 0.178 0.173 0.158 0.162 - 0.162 0.158 0.157 0.154
Mg/DC 0.218 0.183 0.168 0.187 0.192 0.179 . 0.182 0.187 0.179 0.179 0.187 0.19
Mo/GNP 0.10k4 0.111 0.109 0.117 0.131 0.131 0.139 0.155 0,143 0.152 0.159 0.161
Mo/DC 0.498 0.435 0.391 0.462 0.497 ©  0.L60 0.481 0.495 p.h?h 0.469 0.u4T17 0.48
GNP/M’ 5.4k L. ko bk 3.8k 3.49 3.37 3.02 2,77 2.8y 2.72 . 2.53 2,33
" DC/GNP 0.208 0.254 0.280 0.253 0.265 0.286 0.288 0.312 0.312 0.324 0.333 0.3k

Mp = Reserve money,

Mp ‘= Currency outside banks.

Mo = Narrow money,
QM = Quasi money.

DC = Domestic credit

M = (Mo + QM)

NFA = Net foreign assets of the banking system.

* Projections

e et

e
-

Source: Internstional Financial Statistics, various issues, and staff estimates.
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' Teble 2. Bank of Taiwen: Net Domestic Assets, 1965-T1

" (In billions of NT$)

IFS Iine : : . 1965 1966 1967 1968 1969 1970 1971

.12a Claims on éovernment 3.53 ‘h.so h;85- 5.66 - 5.49. 582 ...
i2b Claims on official - : ‘

entities - - 0.29 0.29 0.79 0.79 0.68 0.57 .o

12¢c Claims on commercial banks 7.26 7.56 8.88  11.19 k9.05 8.69 cee

Subtotal ' 11,08 - 12.35 1h,52 17.6F  15.22 - 15.08 ...

164 Govefnment deposits 1.51 2,92 4,12 | 5.62 6.79 8.59 .-

16e Counterpart funds 5.15 k.31 3.33 1.8k 1.68  1.36 ...

17r Other items (net) 1.07 1.00 0.80 0.60 1.31 0.59 cee

. Subtotal 773 8.23  8.25  8.06  9.78  10.54  eee

Net domestic assets 3.35 k12 6,27 9,58 Sk b5 e{
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Table 3. Regublic of Chinas

OO

Marginal Monetary Ratios

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

o M- 0.333 0,552  0.320 0.331  0.411  0.31%  0.378 0.376  0.399  O.hkk 0,555

a Mo . .

A QM « ‘

S 1.56 3.32 3.12 1.84 2,09 3.23 3.k0
_i% 0.6% 0,301  0.312  0.54%  0.578  0.309 0,294
oM 0.096  0.048  0.140  0.162  0.138  0.099 0.176  0.163 0.136 .0.153  0.139

A Mo + QM ; A

Source: Inmternational Financial Statisties, various issues, and staff estimates.

e

Mo
QM
-DD

MRI

g uuu i

Reserve money.

Narrow money.

Quasi money.

Demand deposits.
Currency outside banks.
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MEMORANDUM FOR FILES February 3, 1971

Subject: Meeting with Mr. Woodley - China

Policy issues and general questions which could be raised with the
Chinese authorities:

1. Agricultural policy; problems of small holdings; excessive holdings
of stocks of rice; restrictiors on exports of rice and bananas in traditional
markets, especially Japan.

2. Development priorities and the direction of industrial growth in
cepital intensive vis-a-vis lebor intensive industries.

o " Protection policies and the role of tariffs versus quantitative res-
trictions.

L, Exchange rate policies; the possibility of use of the crawling peg
in revaluation of the rate. Preference for reducing restrictions to offset
increasing foreign exchange reserves.

5. Interest rate policy and the savings ratio.

6. Taxation reforms (recommendations made in the T .C. Liu report) with
special reference to a value-added tax (study by Bela Belassa).

Ts 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 inflation, consi-

deration of the preparation of a stabilization program, along the lines of those
prepared for member countries with stand-by arrangements with the Fund, for pre-
sentation to the Chinese authorities.

J.B. McLenaghan



Mr. Woodley Yebruary 3, 1971

J.B. Mclenaghan
blic Chinas Gold

During the 1969 Article XIV consultation with China the staff raised
with the Chinese authorities the question of arrangements with respect to gold
production. The possibility that a gold production subsidy was peid had been
discussed in the previous consultation report (8M/69/23). As a result of the
1969 consultation, the staff reported that gold production which was a subsid-
iary operation of other mining advances, had declined appreciably in recent
years; moreover, about 80 per cent of production was from the publicly-owned
mining corporetion. The Chinese authorities intimated that they were not pre-
pared to allow a free market in gold which would reflect fluctuastions in the
international gold price and might undermine confidence in the local currency.
Rotwithstanding this, the report stated that:

"Under the present arrangements governing gold production,
the payments made by the Ministry of Economic Affairs constitute
& subsidy in the form of a uniform payment per ounce for at least
part of the gold produced and amount to an increase in the price
of gold which is not consistent with Article Lk (Bection 2) of the
Statement of Policy Concerning Subsidies for Gold Production
(EBD No. 233-2 of December 11, 1947)."

In its appraisal, the staff concluded:

"As regards the gold subsidy arrangements the staff will
remain in consultation with the Chinese authorities.”

There was no mention of the subsidy in the Board's decision.

No new information has come to light in the period since the previous
report and one can only assume that the subsidy arrangements remain unchanged.
The foregoing suggests that the guestion will need to be raised again during
the forthcoming mission with, most likely, much the same answers. Comments for
the brief on the FPund's position will presumably be obtained from Legal Depart-
ment.

cct / Mr., Palmer
Mr. de Looper
Mrs. Yang

JBMcL/ms
2371
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Office of the Minis.ter

Dear Mr. Southard:

>

PR - 5-/@,%7

MINISTRY OF FINANCE
REPUBLIC OF CHINA

January 29, 1971
‘//,»
gy O’[f

Mr. Frank A. Southard, Jr./
Deputy Managing Director /
International Monetary Fund j
Washington 25, D.C.

U. S. A. %:‘ y

This is to acknowledge the receipt of your
letter dated January 18, 1971, proposing to hold with us
in Taipei the 1970 Artlcle XIV consultation discussions
from March 22 to March 31, 1971 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,

Sincerely yours,

K. T. Li
, Minister of Finance
cc: Mr. P. Y. Hsu
Executive Director, IMF

SY:ey



MEMORARDUM ' % O he. ["‘-Cﬁv%(u——\

To: Mr. Goode " January 19, 197
~Mr. Sturec
Mr. Thorson \

Bea i) ‘
N\
From: W. Johm R. Woodley ‘}0\’

Bubject: China - 1970 Article XIV Consultation

o ;“ ‘
&

As proposed in the letter to the Minister of Pinance of China
sent to the Deputy Managing Director under cover of our memo of January 18,

it has been approved that Mr. Yu be added to the mission. i

WJRW:er



The Deputy Managing Director January 18, 1971
W. John R. Woodley : \(N

China - 1970 Article XIV Consultation

The attached has been agreed with Mr. Hsu and the functional depert-
ments. Mr. Yu has been added to the mission so that we can prepare an
adequate report on the progress being made as a result of the recommendation
of the Coomission chaired by T. C. Liu.

-

Attachment

ce: ADN

FAD

WJRWoodley:er



- br. Jonn B. MeLenag

Baar airs

As apreod with your Huecubive Direchor, we wropose o hold
Bhe 1970 Article XIV comsuliabtion diacussions in Talpel fvom
Vareh 22 $o Merceh 31, 197, ' A . ‘

The Fund stalf tesm for the dlscussions will comsizt of

M. W. John R Woodley, Deputy Director, Aslsn epsrisment,

' nen, Deonoeied, Exchange ond Trade Relations
Dopartnent, Mrs. Hul-Chen Wu Yerng, Deonomist, Asizn Deparboent,

Crs Shl Evon Yu, Becnomied, Piseal Aflsive Depssteend, and oo

secyebary.

The stelf Questioamsize and Packground Paper will be fore
warded to you shorbly, and detalls of the wission's arrival
wllil be ccwmunicated ab s laber date. :

Yours very truly,

Frank A, Scuthoerd, Jr.
- Depudty Mansging Diveckoy

fiis Breellency

Ho Wa I4

Yinlater of Finance

Hinietyy of Pinance :

Taipel, Talwan '
Republic of China

WIEHoodley el
197

Janvary 18, :




