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The Executiwe Dftec.tors ccnaidersd H staff paper reviewing the Filnti’s 
liquidity position and financing needs (EBS/87/66, 3/5i87). 

Mr. Yamaeaki said that the staff estimates of the Fund’s IJquidit!; 
position during the period thrmgh end-1988 seemed reasonable and broadly 
appropriate although some of the assumptions on which such estimates were 
based needed to be borne in mind. In particular, the future evolution of 

the balance of payments of indebted countries woald be an important 
element of uncertainty with respect to the adequacy of the liquidity 
position over the medium term. 

The original purpose of the borrowing agreement with Japan, as stated 
by Minister Miyazawa, was to facilitate a flexible response by the Fund 
to the special needs of developing countries that faced serious balance 
of payment? difficulties and financing requirements, Mr. Yamazaki recalled. 
It uas in the spirit of his Governmeat’s inftiative to leave the options 
for use of that arrangement ae open as possible, within the provisions of 
the tigreentent. Therefore, he was willing to endorse the staff suggestion 
to initiate the use of the resources from Japan in financing purchases by 
members of the Fund’s ordinary resources, if such a proposal were supported 
by a majority of the Board. 

Mr. Ismael made the folloving statement: 

I- agree with the staff’s conclusion that the stock of ordl- 
nary resources is fully adequate to meat projected demand in the 
next tvo years, and that the stock of uncommitted resources would 
be ample to finance the enlarged access policy through 1988. I 
also note that the change agreed in December 1986, from 1: i to 1:2, 
in the mix of ordinary resources and borrowed resources in ffnanc- 
ing purchases under the enlarged access policy would achieve its 
purpose of conserving ordinary resaurces. A cumulative amount of 
SD% 0.6 billion of ordinary resources vould be saved by the enC of 
1988. 

While I share the conczn about the adequacy of the Fund’s 
ordinary resutirnes over the medium term, I cannot support the 
staff’s sugge-sticn that the loan from Japan should be used in 
financing a portion of purchases that would othewfse be financed 
with ordinary resourcea. Pitat of all, this ptopoaed change in 
our normal practfce would constitute a fundamental shfft tn the 
principle that regular operations of the Fund should be financed 
with the Fund’s own resources. This principle should not be corn- 
promised even though the expected increase in the rate of charge 
arising from the proposed chaage would be quite small. Set ond , 
the drain on ordinary resources resulting from the mismatching of 
some purchases financed by borrowed resauries fs’ only a temporary 
phenoeseaon which till be reversed fn the coming years. The use of 

ordinary resources for the purpose can be regarded as fulfilling 
the role of temporary or brtdging finance. 

,.. 
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I would 1i.k.e to express my disappointatent.aC the fact that 
the high level of liquidity of the Fund and the phenomenon of 
net repurchases by member countries are to a significant degree 
due to the very stringent ,snd conservative application of the 
guidelines on access. Not oulp have access limits been reduced 
in the last few years, 4ut la practice, actual access has fallen 
far chart of these limits. In view of the Fund’s present satis- 
factory liquidity position and the continuing large external 
imbalances among member countries, I would like to urge that the 
guidelines on access he applied In a less restrictive umnner for 
members having genuine and urgent need for Fund resources. This 

approach would also help with the recycling of additional 
resources provided to the Fuad by surplus countries such as 
Japan. 

Finally, the revlew of the adeqwcy of the Fund’s ordinary 
rtaeurcea over the medium term should take into account the 
ispending Bioth Quota Rwiew. Ttie need to conserve ordinary 
resources, as has already been done by increasing the mix of 
borrowed resources in financing purchases under the enlarged 
access policy, should not detract from the necessity of a quota 
increase as the world economy expands and uncertainties increase. 

Xra. Filardo smde the following.atatement: 

Since our previous discussion of this topic in December 
(EBM/86/197 and E#86/198, 12/U/86), the Fund’s liquidity posi- 
tion has not changed such. It is the view of the staff that the 
“Fund’s liqu%.dity map be judged satisfactory at present and for 
the period iaxuedf8tely ahead.” While 1 agree that it is a matter 
of judgment as to whether or not the liquidity of the Fund Is 
adequate, a range of factors on &he demand aide as well as on the 
supply aide could have a significant impact on the availability of 
usable reacasrces of the Institution, au< they should be carefully 
aaaeaaed. 

Ou the demand side, notwithstanding the revolving character 
of Fund re8cmrce8, the prolonged use of those resources by some 
a&!&e?8 and the accumulation of arrema at a rapid pace seem to 
be iudlcatiwe of changing circumatancea. The discussion of the 
worU econoaaic outlook and the staff papers on the debt strategy 
confirm the receat performsace of the world economy and the bleak 
prospecta for the future, especially those concerning developicg 
count rles , the unprecedented uature of the debt crisis, and the 
failure of the debt strategy to achieve its objectives. There- 
fore, it seems appropriate to adapt the institution to these 
changing cfrcumatancea and to devise iaaglmttve and fnnovatf-ve 
aechaalsma to try to sake t;he we of Fund resource6 more flexible. 
But cm the contrary, the Fund has Been granting access belou the 
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agreed limits and has made the uae of these special facilities 
more difficilt. An example is- the increased conditionality for 
dratings under ths compensatory financing facility. 

.’ :. 

As for the supply side, ideally, quotas should be suffi- 
ciently large to preserve the low financial cost and the quota 
base of Fund resources. Nevertheless, looking at the historical 
pattern of the Fund's liquidity, It is clear that borrowed 
resources have been very significant as a supplement to the 

: Fund's ordinary resources. In part, this is because borrowing 
by the Fund has served the useful purpose of recycling resources 
.from surplus countries, enabling the institution to play a more 
adequate role in the international monetary system while helping 
countries to overcome their internal and external imbalances as 
they move. toward a more, viable balance of payment& cind sustained 
.growth. In this respect, the staff is projecting that outstand- 
ing Fund borrowing will decrease from its peak of SDR 14.7 bil- 
lion in 1985 to SDR 11 billion through December 1988. It is 
-also projected that adjusted and uncommitted usable ordinary 
resources will decline by SDR 4 billion to SDR 24.1 billion 
through December 1988, SDR 2 billion of which will stem from the 
use of ordinary resources in the repayment of Fund borrowing. 

In addition, it has been pointed out that even though a 
-change, in the mix of borrowed and ordinary resources was agreed 
;at ,the time of the dfscussion of the Japanese agreement, the 

pronounced shift toward the use of ordinary resources could 
imply that through 1988 SDR 1 billion from the Saudi Arabian 
Monetary Agency (SAMA) loan will remain untouched through 1988 
and that only a modest part of the Japanese loan will be used. 
In the meantime, the Fuud will experience a growing mismatch 
betweenthe maturity of its borrowings and repurchases financed 
with these borrowings. Therefore, the staff could consider 
several issues for the next discussion of the Fund's liquidity. 

-~First, new mechanisms should be explored for making the use of 
Fund resources more flexible in view of the increase in arrears 
to the institution. Second, the future impact on the Fund's 
liquidity of the reduction of borrowed resources should be 
asiessed. Third, it should be ascertained how fast the quota 

-'review can be implemented. Fourth, the most efficient way to 
-.use,borrowed- resources while preserving the quota :)ase of the 
Fund and without adversely affecting its financial charges must 
be devised. 

To conclude, .since the staff paper indicates that the 
decline In the Fund's 'sttik, of usable ordinary resources couid 
be faster as-a result'of a ."weakenfng of the positions of mem- 
hers whose ctirrenciei? are .presently -kncluded 'in the operational 
,budget, unanticipated demands for Fund resources3 or further 
,increases In arrears to the Fund,“ the Board should be ready to 
consider in a flexible manner how the Fund could improve i:s 
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rearoufce poeftion and kelp meaabers to overcome their internal 
and tWerna1 difficulties. The Pund”s role in the effort to 
praraote adjustmeat aad growth w?.tf reiquire, in our view, s con- 
siderable injection of resources. Therefore, in case the above- 
menMmed uncer~taintiea ,msterialize, the staff should indicate 
&lternutive.-wuye of streugthenfng the Fund’s liquidity. 

,. .., 

M~~~:Fugmenn state4 .that,the Fund’s liquidity position, with respect 
to .both ;ardSnsry and borrowed resources, had to be considered comfortable 
for kb:,petkiod under discussion, namely, until the end of 1988 and even 
after-tak%ag e&count of the usual reservations about the uncertainty in 
tlie.~~Idti*tkons. -. 

ft:iras distrtrbing that arrears to the Furd had reached such a level 
that .&h&y ,c.ould be comidered to have a not unnegligible ef feet on the 
Fund’@ ,IsQuiditp, especkally as there were indicat?ons that the situation 
could deterxorate -‘further. ft was a positive developmen. thet use of the 
Fund’s reeourcaa-dn’a camitment basis was increasing again, because it 
was a rtlflac%ion; inter: alla, of the greater number of countries that 
were ,prepmed to try -to implement Fund-supported ad jtgatment programs. 

,.’ 
Yet despite the greater number of Pund-supported programs, Mr. Fugmann 

cmtinued,.net repayments to the Fund could be considered normal as they 
reflect& the revolvdng character of the Fund’s resources. Zt the same 
t&me, t)sc ongoing net repayment Pram the poorest developing countries to 
the Fund ..&splied -that the situation of those countries had become even 
&ire dif.Eictilt. ,Furither financial assistance from the Fund to that group 
of coumrier should primsr&ly take the fom of structural adjustment 
arrangements+ tnereby egain inereasfng the demand for the flow of other 
resour=ePY 

In December 1986, the Board had discussed several proposals for using 
the resot#ces’lent to the Fund by Japan, Hr. Fugmsnn recalled. His chair 
had expressed -the view that those resources should be used consistently 
with the4?und’s polfcles ou the use of quota-based resources. The staff 
had reopened the .issue of the. desfrability of using Japanen’ resources in 
part as a .substftute for ordiuary resources, although without making a con- 
crete prup+saI at the present Rome. Por his part, he saw no significant 
new arguments to justify reconsideration of the earlier position of his 
chair, nme-ly, that borrowed resources should be use’ only in the context 
of the ealaxged access policy. 

Mr. Jiang said that it was encouraging that the Fund’s liquidity was 
judged to be satisfactory not only for the present but also for the period 
ianaedfstely :&head. Repurchases wer G scheduled t;o reach a peak of 
SDR 7.8 b%llion in 1987, c-ompsted with proJected purcheees of SDR 6.1 bLl- 
lion in the same period. Outstanding Fund credit wou! 1 thus decrease by 
SDR 1.7 ,bl-llicm ia 1987., and a further &crease of SDR 1.8 billion ~3s 
projected. in 1988. Borrowed resources hsd been augmented by SDS 3 billion 
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thtough~ ‘t&b borrowing agreemmit w&th Japan. Uncum&itted borrowed resources 
‘2urMt1tk3 -toE&hd SLMb.5.6 -biIffan, ,eind uncomtitti& ordirlary resovtces were 
con&idared~~f~Iy ad&@iate to. &a,: ‘&ojected demand through 1988. 

/: -- 

( : *dE”tbfJp ‘@ictWtF Of the Fund-‘8 liqu.%dity position suggeeted that a 
: Xtcbtt&i~~~ h?b&S¶tiotl oif .hh@ ce8ttfctA~nesa on hxese to Fund reljources 

&&t G:*&artta& atdd ,that %he pbeafbility tif mote flexible and imaging- 
titi-iaB”b~ FWid ~asou.ri%s to ease the debt problers could be explored, 
l&i. 3d.& &mt,imed . The racent ejrparience of time larger debtor members 
Etiliicated that the intdraatioaal dtm&imitff u&s facing a new, aggravating, 
aad--‘dangerm& pbaae of- the ditbt erIeis. The Fund ehcmld continue to play 
~itis~e&tt‘trf. Tale, hut Ftmt-quota?. had not’ ?d.qit .p-iice’3%% t&2 gfowth of 
&xlif tririfi. &d tha eole that tha iwtititiori would have to play. The 
temporarug gaciSfaCtO.Z’j? ltquidity’ 'pOsitiOn it'I no way suggested that 
efforta to obtain a substantial quota increase in the forthcoming Ninth 
Gener&l. QUiti a e ev could be re3Axed. B vi 

,.: ZHth tie&p&t to ‘the we of the retiources borrowed f ram Japan, 
Mr. Jfang :“Ba‘id ‘that h& c’oukd agree tith the staff that no proposals 
needad to be -CCms2&red at the present time. The use of the loan from 
JapW in f4naacin~~purchaseli of ordinary resources should Le introduced 
gra&u~lly and:be subject to periodik review by the Board. He was pleased 

i, to laati t&at the effects of such use on chargee were eetimated to remain 
‘,&~&?l-y- &&II. 

Hr. de Forgee pointed out that, for the time being, the Fund’s 
liquidity pouftion seemed to be satisfactory, with uncommitted resources, 
piartWx&itl y ordinalrg one@, being at a fairly high level. Furthermore, 
rialeirs* thare were major changes in policy or in the world economic envl- 

~~Na&ekt, :the Rind CH& not seem to be’ faced vith major difficulties in the 
foilisekabl.8 future. On the Mntrary, the available forecasts indicated 
that for 1987 and 1988, us in 1986, there would be an important reduction 
bn the net, Me of Fnbd resolltcae. In paseing, he noted that his author- 
itieB: had b&en Mprfsed by the extent of the modification in the 1988 
,forecast c-pared vfth the figures presented in the world economic outlook. 
An eetfmated increase in the use of Fund resources of SUR 0.9 billion in 
two wAW t.ipre ~8s by no a&tns insignificant. On the same practical 
ground, hs b&J beea puzzled by the presentation in Table 2 of the staff 
paper, ehmritg expected financing tmder the ettuctural adjustmnt facility 
but without Lndlcating the repayments to b, made on outstanding Trust 
Fund XoaW~~ 

ThW, Hr. tie Forges coatfmzed, favorable as the forecasta for the 
Fued’$~ ZS@zitti’ty might be,, they never%-h&less remained a eource of deep 
couuern to -hSs authorities etti they mmifeated a lastin withdrawal of 
the Yond ‘tioar itg to&, with- a31 the coi~~~t~eacae of such a development 
for theerd'ibili'ty and the &fectfvaneas of the Fund’s aseistance to its 
members comttiee. 
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,,$;a $,.:s$tuqtto~ Ln wh-ich ths EunR’a .lilyuid,ity did not constitute P 
,.~C~l3B~~~~~~:. cm :%ts 8,ctiqlt-ies, .Xhe t,om, and conditions attached to use of 
the F\md’e::,~&e@~cea mre. 4 eigaifiicm~ factor in tha demand for Fund 
asai&taneeti Mr. -& Forges concluded. That was why his authorities con- 
sfdergd$h$t the tetrme and conditions attached to use of Puad resources 
were; a+ ,#portant as t,heir mlwb~. FOr those reasons, aud for the reasons 
h&;,@i&&i&ret& at, the Board’s previous discussion of the Fund’s finan- 
cial .$$@&~iop,; his authorities did not favor a substitution of borrored 
resyi@c’eje, .:for, orii$wap ~re8ources., However, ehould resources be provided 
,+.. the, Fupd on conce~e~onsl term&, -it would becarae. possible to give UWZW- 
es,, c ~untxise, .lew)ret affect&m! help in. ,tackling the problems they faced--for 
&ak@eep,;.aa~ through .the:~mpcU@at&m .to the compensatory fimming facility 
pro@& by-~.Mre. Pjtcr.i+ dq.ing the Board’s recent consideration of issues 
r&at&q to. kh@t; .facUity- (@M/&7/36 .-a&, BBH/g7/37, 3/3/87), 

,L . .. : J:: ,, 
Mr. Nimatallah said that although the Fund’s stock of adjusted, 

usable ordinary resources had recently declined somewhat, it was clear 
from thei >@sf f!e: +planation that the overall liquidi by position remained 
txmforta@e~~ Fe, had .also noted that .in both 1987 and 1988, net credit 
out8tead+ag was. projected to be lower, a development that he kuew was 
vl~e&w+~th- oonce,$n ,bp souo:,.of his. ,colleagues. It had to be recognized, 
we&Yr,:,ithst the. projected decline in credit outstanding was a natural 
.q.&mue,,~f .a: cycle in .Ae !Fumi’s fending policies. “he Fund had responded, 
Bike 1982, to the iucrease in members’ needs for Fund assistance in light 
of the debt crisis in the developing countries and the recession in the 
industs&& cotmtries. .: ., 

” .,,, .I,.:‘:: .‘. 
,Fg%@e~ore, ii was u+&mary to look at the source of financing of 

o&taa&ng %nd cfgdit, Mr,. Msatallah added. The Fund had had to borrow 
to: fiaa~e..tbe sulargedaccsss policy; the resources it had used following 
tbq dq@g . . crisis in- 1982; had not (been only ordinary resources. With the 
&eclinfrrp eense of crisis @ &he relatively improved international 
climate, it appear,@, qatural, fctz. the borrowed resources to return to the 
Iramd to be repaid to its creditors. That pattern was part of a normal 
proc.sm pf. a return ..te quot-a-based lendiug. Therefore, in looking at the 
trends. ,ip, au& credit outstaMirtg,- it would make better sense to look 
only .st outstanding use. of the. Fund’s ordinary resources. It was clear 
ft- Table 2 that .net uss of. ordinary resources to finance drawings by 
taembers ymuld. actually increase. in. 1988. 

,. 
In general, over the past few years, average actual access under the 

enlarged access policy had fallen, reflecting the temporariness of the 
exceptiow ueeds. of 194X! aud J-983, Mr- limatallah observed. However, 
the-.&& .coutinued to provide support to a broad range of the membership 
a&,’ %q ,part;Ecular* contknued. to .be able to help those members in gceatess.: 
UNd. .Is.. fsct., &out 30. msmber.s, charaetertzed as having special needs 
were proje!med m receive-.qositive, net financing from the Xrund during 
both 1987 and 198% Furthermre, the proJected reduction in outstanding 
Fund credit financed by borrowed resources over the same two years would 
& partially offset by resources disbursed un4er the structural adguetment 
facili tp. M3re fmeportant , even if all those factor8 were ignored, he for 
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one d%& ati expect the Fund to continue to operate at an abnormal level 
dur%ng the current relative&y improved climate compared with that of 1982 
and 1983.. The important mstter iit present ma for the Fund to continue 
to lia: teady to respmd, wll‘th flexibility, to the needs of its membera 
under~varfma and changing ckrcumatancesi 

.’ ,, 
.’ ,” On the utiZiaation of the Japanese loan, Mr. Nimatallah reiterated 

h&a. +ew that the Fund .vould have aore flexibility if it was enabled to 
uae p;itrt .a:- the lmkn to fiaance aoae purchases under Fund arrangements 
that wo*Ld athervlae befidanced totally by ordinary ?‘eaour;es. Re lfked 
,the:-c.&oac;h propmad -by the ataff of aynchrouiziug such partial financing 
f7.m -the ,Sapaneae :loan tith the magnitude of the a.%amatch so as not to 
ticeed a .certain fraction of the average mismatch over coming years. 
Rowever, in case of an emergency, that guideline should be suspended, and 
the available loan drawdowns should be used. He would lfke the staff to 
look irito that and other poaaible options ,for the next review of the 
Fund’s liquidity poaltion. 

It Was important for the Board to aet a high value on the potential 
flerdbility gained by approving such partial use of the Japanese loan, at 
leaat on a teaporary baa&a until the increase fn quotas was made effective, 
which might ,be three years away, Mr. Nimatallah rema,-ked. After all, the 
Bmrd tiould revi- the matter regularly when it reviewed Fiend liquidity 
every six amktha, and it could reverae any decision it took whenever it 
was necessary. 

. . . ‘Aa for the cost associated with using borrowed resources in combina- 
tioa with- :ordlnary resources, Mr. Nlmatallah commented, the staff had 
eatlmatad that there might be a negligible increase in the rate of charge, 
perhaps, of only one half of a bssfs point. For example, if the rate of 
charge ou use of ordk?tary resources was 7 percent, according to the staff, 
it would become 7 .OOS percent. Given the poteotial gain to the Fund in 
the flexfbZ.lity it would acquire uakag the resources made available by 
Japan, be wondered whether that factor made any difference, particularly 
for meabara which had DO ac%eaa to any other aourcea of finance. 

Finally, Mr. Nimatallah said that he had noted that the selected 
‘,ratioa in Table 2 in the Appendl~ to KBS@/87/56 continued to be satjafac- 

tory from hia authorities’ poiaz of view. Re had alao noted that overdue 
payments to the Fund were begianing to be taken into conaideratfon in the 
calculatian of some ratios. 

Mr. Groache said that he shared the view that the Fund’s liquidity 
posit ion remained comfortable, although it waa perhapa somewhat leas 
strong than iudicated at the time of previous reviews. According to the 
staff paper, proapecta over the Iliedfum tam had become more uncertain, 
~rtlcularly with respect to the adequacy of the Pund’a ordinary resources, 
~&it% wetie expected to show a rsetrked decline by tha end of 1988. There 
GS a greater availability of borrowed reaoumea because of the recently 
ccncluded borroting arrangemat dtb Japan. 
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: . .W%t.hmre borrowed resources avail8ble and with the prospect of a 
il’eC~n&. fn; ~Wdf~k&r)? t88UUrCIB~. it .WaS Only n8tIE81 8nd prudent for the 
e.taE%do thitilc of ways .tct +protect the FuII&‘s ordanary resources, 
‘kr~~~~&xj8cha..dd&d.- But when it c81118 to considering possible ways of 
us&g the SIBI 3 billion made avaf~eb~a by Japaa., the position he had 
t&lceii in December 1986 when the arrawement with Japan had been approved 
h8ck$ik klum&dd.: ‘.EGj basic att~.tU& rcnita$ned that the Fund’s resources 
Litao&i~cc~~ln prindipal from quota eubscriptions, and those quota-based 
re&ikces:sh~~d. -lip. used ffr8t, without of course depleting thrm to the 

i’ +B%IY&? that the 3und~‘s liquidity oi+uld be o&&led into question. To bo 
;tlqe;i;-,.Ahare wete posgibl8 risks on the horizon, including not only poten- 
t&l 2&~ge rtep~ste for lknd esrifstaace but also possible delays in 
ii~pl811~&ing the fctrthcorafng quota review: For the time being, however, 
.theii’e‘iap@e~red to- be no fmzakdiate need for action to strengthen the 
~Fllzid~ & -1iiJuidlty poeitlaa. He therefore suggested adherence to the 
8ppMsch tslcen ‘in December 1986 w%th respect to the use of the loan from 
Japan aad regular tevieojrr of the situation. 

diO&tv&r; ,if &&p&n *r&&d, he would not object to part of its loan 
i being.ueed:-to, off&t directly the mUmatch between the repayment of Fund 
‘- <w&&&a,. aa repm&amd, ,Mr. Grosche concluded. Should 8 drastic 
~~~iibtedioration in the Fun&‘s ~l%quMity posltfon surface by the time of the 

uextliqttidity revim, cotirary to present expeotatfozm, it would still 
bk poesibPe tb -consider eltxknative uses of the loan from. Japan at that 
time. 

,,‘.-Mri Dal’leta.e8id that the. staff’s projections did indeed show that 
the-;-U~id%ty -posit-ion; currkmtly and for the foreseeable future, rF.mained 

:- ,:rstner ccmfortebk in spite of ,the, anticipeted reduction over the coming 
nbnths.fu ev&ilab;le us8bl.e ordinary resources that was clearly due In 
%rge ,@8rt to Xhe mUmatch of 3epamuts of Fund borrowings and scheduled 
repmctiasei3. He appieciated Mr-. Niumtallah’s point that, in a sense, the 
re$m~3k~ to;the 4’und’s creditors was part of the natural evolution of 

:-theQ?xwid ‘a f inanetar‘ #m&t&o& While the corollary of that evolution wss 
perh8pS the.ph&Sing out of the enlarged accese policy, it did not move in 
step with ths repayment of earlier borrowing, so that the mismatch effec- 
tlv&Q? baawz sonmthing & 8 problem. The cooperative nature of the 
fitiaicial relations of the Saudi Arabian Monetary Authority with the Fund 
ia receut year8 was greatly appreciated by his own authorities, as it 
w&s, h8 felt sure, by other members of the Board. Re hoped that that 
cooperative 8pprO8Ch would lead to a willingness on the part of SAHA to 
keep an open mind and perhaps consider further changes in the timetabl.e 
for the rep8ymetit of It8 outetanding loans to the Fund since that would 
f8Ciut8te the effectfve umnagement of the Fund’s liquid.Lty position 
during .tbe pertod &head. 

For his psrt, he contiuued to have 8n open mind concerning the 
pcismfbilfty of ~maldng ~ffertlbkuse of the loan from Japan, although not 
bc?caose of .-aziy real concern over: the Fund's avaflable ussble ordinary 
resources, which struck him as-b&~ rather coafort.able for the forseeable 
future, Mr. Dsllara added. However, the fact remained that decisions 01’~ 
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en&arged access were taken -annually, and the friture of the enlarged access 
@ollcy was not known. Therefore, if the Fund was to use the Japanese loan 

.e’ffe’&fvely~, lt:aQht need te:do -,so outside the context of the enlarged 
~&cegs-~p&~~a. 

, .i ‘i :> ;..: ,.:, .- i’; ’ : .. 
.,:’ klil.tGhAt .bein@ said; #r; Dsllara added, he continued to bellere, 

liM:Pir-. Q~Osche and others, thiit the Fund’s quota-based resources should 
be .-the 3IWn~~e11spri~ of, ‘the .flnancial resources with which it financed 
its,~cii~~:~activiG~ds.. Eis alitbor.ities ‘C.ere somewhat uncomfortable with 
the ~:F&kd ‘:~.icl)ntif~d.-rfiliBnce .-on- botrowizig throughout tecent periods, a 
rsliabca!-that h&i~cirtPi:nIy ‘Weti ‘necessary fn the early 19808, as 
Hr. 24itit&lih~.hM +oEtiteid :‘oiltb %ilt ,+hat was rtd lbnser as clearly essen- 
tial “as It -once;bad :beeri. 

:‘:,. _.. . . / 
D&nally; Mr; DalUra,recalled ,that his authorities had expressed the 

desire, when the-Do$rd had:d5scussed the loan from the Japanese Government 
and in response to their own openness on the issue, that the Japanese 
authoritfe&‘should tiepi-open the, possfbPlitp .of somewhat more flexible 
termdita:Jetible thQ Fund mor6 dffectfvelp to me*i;t the needs of some of 
its.mei&rzk, particularly: those with pr6tracted balance of payments 
jf&j&. .: ‘/. 

I/ _- 
Hr. IIMG&llah stated: that it would be very difficult for him to 

convltice b&e’ authorities--to consider extending the period of repayment of 
the ‘lo&~ ,bjt ‘SAMA to- *he, Fund if the Bxecutfve Board could not decide xhat 
use should be aade of the Man fram Japan. The Board had to decide first 
hoir,.tb’:.iairke:.iffecfiva i4ti ftill use -of Ithe Japanese loan. 

L 
kr. Dallara said that he apprecfatd Mr i Nlmatallah’s point. kt the .., 

same time, it seemed to him that an indication by the Saudi Arabian 
authortties of’their ttillfn@iess to adjust further the repayment schedule 
would in fact facilitate earlier use of the Japanese loan. As he under- 
stood the staff’s position, a factor pointing toward the relatively 
minIma use of .the.J&Danesi loan in the months ahead was the need to draw 
down th& loan fi’ari ,Saudi Arabfa ;in, the context 6f the current agreement. 

nri‘li~tallah-teiterated tiiat with the current state of Fund 
lfquidity; ,and with .IDR 3 ~blllion from Japan lying unutilfzed. te failed 
to understand what?arguuMnt’there was ft\r requesting him to approach his 
authoiftfds on the matter. The mismatch problem should not be a burden 
for ‘Sitidi .Atabia; the- burden ‘shciuld fall on the Fund, and its members as 
well;: 

‘. The De&y Treasurtii: cemented that the staff had argued for using 
hoth,thk J~~neise loan in l&eii of ordfnary resources and to finance the 
mismatch, and for consideration to be given In due course by the Saudi 
Artibfirn iltirthorftfes eo extend the payment dates, as they had been most 
cooFer&im%‘.in dbta in the pact, all in the interest of preserving the 
Puzid’i. ordinary resources.’ Whfle both avenues were subetitutable, each 
would h.elp to consem& ordfriary r&serves and went in the wme direct ion. 

.,- 
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': ‘%$w. Salehkhou made .the following statement: 
: i ; . .. ,c :c ;: :Tbe .finetn&& poeitioh of the Fund is projected to remain _. ., . 

quite comfortable through ?.988 in spite of the staff’s usual 
cokssrvative and prudent assumptiona, including the adjustment 

.-:~sf Xhe .8tChd!L of uncastmitted. ordinary resources by a factor of 4, 
./ .’ i&*ch contfnues to ,be excessive.: The present and prospect%ve 
-_ I. _I -liqui&ty situation mumins broadly in line tith the projections 

‘,, ‘. :a&% .;ifu&pa4e ~r&+~fewad by the Board last December. These pro jec- 
tfons continue to point, In particular, to the maintenance of a 
large stock of usable resources,.to substantial net repayments 

:.:I to: jthe .Fund, in spite of a slfght increase in. members’ expected 
total purchases, atid to a further decline in the share of borrowed 
resources in comparison with both outstanding Fund credit and 

: - -kc&a& quotas. ‘The-~newloan from Japan-would also ensure that 
. ‘. .::.,:zio. borroting gap is likely before .the .end of 1988. 

,_. .:: Except fo.r ,a review of some of the issues -raised by the use 
of,:the loan fr:om Japan ,.,the scope of the staff report is confined 

,to,:.t.he usual technical analysis of current and prospective Fund 
liquidity. Broader issues, however, are involved, and unless. the 
staff projections are analyzed in the context of thl overall 
pq~ci,es of the Fund, takf ng into account the implications of 

,c.yqnderlying assumptions on. the overall role of the Fund and on 
d@ibeTS’ external. positions, it would be meaningless and perhaps 

?“: .$ .diislesd%ng ,to assess .:the adequacy of the Fund’s liquidity. 
Concern in this regsrg .,is ..highlighted by trle forthcoming regular 
review of Fund quotas which will require a more qualitative 

I. analysis of the .Fund’s financing needs. 

. . _ A number of considerations need to be taken into account in 
todaysls discussion. 

First, the stxength of the Fund’s liquidity normally indi- 
.’ catee thst.the rmabers are encountering little difficulty in 

financing external imbalances. It is unfortunate to note that, 
i~..the lust three -years. or- so, not onl.y did the considerable 

.improvement in ,Fund, liquidity contrast with the severe constraints 
,. ‘. ,< experienced -by a large .portion of the membership in financing 

.‘, ‘. external deficits, <but the ,liquidity improvegent itself has been 
_. , ,;achieved to some extent at the cost of sharply lower ,asslstance 

to these members. The decline of such assistance has not been 
linked to reduced demand or lower balance of payments needs by 

._. the membership; rather, ft reflected a deliberate policy of rerluc- 
Sng effective access and of sharply tightening conditionality. 

.. Spcond, the staff, paper has projected that in 1987 and 1988, 
‘. : about 30 members will make net repurchases from the Fund, in 

: amounts ,vangfng from less than.25 percent to about 80 percent of 
their respective quotas* It would be helpful to learn from the 
staff how many of these members uould still need exceptional 
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financing in the form either of debt rescheduling or nonsponta- 
neous new borrowiq, and how many of them are projected to impLe- 
au?nt Fund progras~a, or to continue to need such programs but are 
a-rsureed to be unable to adopt one either because of domestic 
c+&trafats or the Fund’s conditionality and access policies. I 
.aiah to dote in this regard that while the experience of net 
repayments to the Fund appears to be consistent with the medium- 
teq character of the Fund’s financing and with earlier resource 
otilizaticn trends, the-global environment and the payment8 

,kLff$culties of the developing countries in the 1980s bear little 
aoarpar$son to those of the previous three decades. Any reference 
to earlier trends in the use of Fund resources to justify net 
mpurchaaes is in contradiction with the wide recognition that 
the realities of the debt crisis in the 1980s are far fr& being 
of a cyclical nature and that exceptional remedies are indeed 
required to effec’ively deal with them. 

Third, as I sta:ed on earlier occasions, there appears to 
be both inconsistency and contradiction ^oetween the Fund’s 
mllcies on use of Its resources and ehc management of its 
Uqu%di ty . This is particularly erue for the Fund’s role in 
implementing a coherent and effective debt strategy and in using 
its om financial assistance as a catalyst for needed external 
flows toward member8 facing payments difficulties. Insistence 
on net repayment to the Fund by those members still in need of 
exceptional~flnancing certainly uddermines members’ attempts to 
secure a level of external financing commensurate with their 
adjustment efforts. It also leads to an increasing perception 
among other creditors--private and official alike, including the 
World Bank-that additional assistance is sought not so much to 
,help the members concerned, but mostly to secure repayment to 
the Fund. Such a perception is damaging both to the credibility 
aad effectiveness of the Fund as well as to the cczzerned members 
since the other creditors are already threatening to cut their 
own financial contributions sharply. 

There also appears to be an inco:?sietency between the Fund’s 
call for more adequate terms in lendi;Ig to the developing countries 
and a policy of liquidity management that, in spite of a large 
stock of uncommitted ordinary resources, continues the recourse to 
borrowed resources, thus unnecessarily increasing costs to users. 

I am also concerned that the objc:ctive of saving ordinary 
resuurcea throL,‘Zh lover Fund assistance and through the higher 
mixing ratio adopted last December is rather inopportune at a 
time when the Board is to embark on the regular review of quotas. 
#ot~,ithstanding the low and declining ratios of Fund quotas to 
world trade and to members’ payments imbalances, the management 
of the Fund’s liquidity could wrongfully give the impression that 
the Fund’s resources are currently and prospectively adequate to 
deal with both systemic and members’ difficulties. 
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Finally, with respect to the -tie of the loan from Japan, I 
Vish to reiterate my appreciation to the Japanese authorjties for 

their ialtiative. However, my overall position is that unless 
the objective is to restore more appropriate levels of effective 
access,under the anlarged access policy, new borrowing by the 
Fund does not ap*?ear to,bc appropriate, especially in view of the 
coat. to users ani the avallability of a large stock of uncortr 

:mitted ordinary resources. This position has not been altered 
by the,staff’s new estimates indicating that given current 
interest rates, the effects of Using the loan from J8Fan on the 
rate of ordinary charge would be ml.:fmal. Thus, among the uses 
suggested in the staff paper, while I could go along with a 
utilization that could ease the problem of the maturity mismatch, 
I do not support its use in lieu of ordinary resources. 

Mr. Rassan made the following statement: 

Like other Directors, I also note the main conclusion of the 
staff paper, namely, that the Fund’s liquidity position should 
remain.satfsfactory at present and for the period immediately 
ahead. Let me stress that this situation, which may suggest a 
reduoed demand for Fund resources, should not be taken to indicate 
a decline in members’ financial need. Rather, the comfortable 
situation is a reflection of the anduly restricttve application of 
acce8s.limits and the gradual reduction in the yund’s financial 
involvement in support of adjustment poli*+o-d in many countries 
in the last three years. 

The apparent increase in projected new commitments in 1987 
is mainly due to a shift of two large arrangements from end-1986 
to early 1987, as stated by the staff. Current projectkons 
indicate that repurchases will substantially exceed purchases in 
1987 and 1988, resulting in an overall decline in outstanding 
Fund credit in both years. As stated in the staff paper, 50 mem- 
bers are projected to make net repurchases to the Fund in 1987, 
with some of them making net repurchases of as much as 80 percent 
of their respective quotas. Even if this reduction in outstand- 
ing.Fund credit is consistent with past cycles, as claimed by 
the staff, lt is disturbing to note ,that many of ihose countries 
projected to make net repurchases are expected to do so when they 
are still experiencing difficult economic and financial sitrla- 
tions c In fact, some of these countries are presently facing 
circumstances even more difficult than at the time when they made 
purchases; this is particularly true for low-income countries. 
For example, the distribution of purchases and repurchases by 
region in Appendix Table 3 shows that in 1986 African couti~;~~ 
repaid SDR 1.5 billion to the Fund while their drawings stood at 
SDR 0.7 bbllion; again in 1987, repurchases were likely to be 
more than twice purchases. Such a relatively large reflow of 



res@urces from caor countr:es to the Fund at a time when thrq: 
are facing excep’.ional hardship is alarming and should lead ,is 
to question the current Fund policy on the use of its resourct3, 
particularly in the case of lwincrnne countries. 

I note the staff’s concern rbout the projected substantial 
decline In the stock of uncommitted usable ordinary resources 
during the remaining period of 1987 and in 1488 owing to the 

expected financing with ordinary resources of repayments of Fund 
borrowing as a result of the mismatch problem. This temporary 
projected decline in the stock of usable ordinary resources can 
be substantially reduced by convincing the Saudi Arabian authori- 
ties to accept a commensurate extension in t’e maturity or the 
drawdowns under the loans from SAMA. It is encouraging to note 
that the Saudi Arabian authorities have not ruled out the 
possibility but remain open to consider such an extension. I 
would, therefore, urge that management pursue the matter with 
SAMA at an appropriate time. 

I do not agree with the staff suggestion to conserve 
ordinary resources by utflizing the loan from Japan to finance a 
portion of purchases that would otherwise be financed with 
ordinary resources, for the reasons stated at the time of the 
Board’s discussion of ‘,he borrowing agreement with Japan last 
December. The proportion of ordinary to borrowed resources in 
financing purchases has already been reduced to a ratio of 1:2. 
iiowever, I am still of the view that the loan from Japan can con- 
tribute substantially to the conservation of ordinary resources 
if It Is used to repay earlier borrowings. The staff has indi- 
cated that such use will not be in violation of the agreement 
with Japan. 

In conclusion, the/projected decline In the stock of usable 
resources, despite the progressive compression of members’ access 
to Fund resources and the reduction in the proportion of ordinary 
to borrowed resources in the financing of purchases, Is a clear 
tinifestation of the inadequacy of present quotas and the need 
for a substantial quota increase during the forthcoming Ninth 
Quota Review. This is a crucial point If the Fund ie t.o play its 
role in supporting members’ adjustment without excessive resort 
to borrowing. 

Hr. Nlmatallah stated that asking the Saudi Arabian authorities to 
extend the period of repayment would not solve the mismatch problem, w!-I~c\~ 

was a perennial one. The timing of repurchases simply could not be syr;:hr? 
nized with the timing of repayments. It would be far better for the Fund 

to use its available resources to deal with minor problems of mismatchin?. 
The Fund had its own reaourczs, SDR 3 billion from the Japanese Government, 
and the balance of the loans from SAMA. The issue of the avaiiability of 
resources should not be cogfused with the mismatch issue; 
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Mr. Lim said that his chair wss happy to note once again that the 
Q-d’s stock of uncamlttcd ordinary resources was considered ta be fully 
adequate to meet prsfected Beauan& through end-1988, and that the stock 
of rmrtctmtdtted borrowed- resources, taking into account the new borrotiitg 
e.&retzt~~~~t with Japan, would be ample to finance the enlarged acceea policy 
through 19W. He had a&r, noted the concern8 expreast?-d by the staff 
about ?Ae drain on or&lnery resowces resulting from the n&match between 
r~urchaeee of tbse rmuurcea and maturities of borrowed resources. 

It had occurred to him, Mr. Lim continued, to wonder whether the 
staff’8 pain: that the estimated effects on charges of using the Japanese 
loan in substitution for ordinary resources remained extremely small had 
been made xi3 the intention of ixplying a preference fo-r shifting toward 
greater relianca on borrowing as opposed to quotas in financing the Fund’s 
operations. It must be made clear that any effort to maximise use of the 
loan from Japan should not be allowed to jeopardise the qnota-based nature 
of the Fund. If any eerioua mismatch was expected, a quota increase 
shouti be sought rather than attempts to expand the substitution of 
ordinary resources with borrowed resources. Any unused borrowed resources 
should serve as a reserve against u0r;resee-n contingencies. 

It was only in. December 1986,, a bare three maths ago, that the 
Executive Board had agreed to a chaage in the mix of ordinary and borrowed 
resources in financing purehmses under the policy an enlarged access, 
Mr. Lim recalled. Givea the projected liquidity pasi tion of the Fund, 
there wea as yet ao need to go beyond that change in the mix. 

Mr. Foot said that the staff paper made it clear that forces were at 
work that would tighten the f.ineneial position over the coming 18 months 
or so. As abmys, * nsncing needs in the mnths ahead would need to be 
examined in light of the uncertainties itemized in the staff paper. 

On the loan from Japan, Hr. Poet said thst his authorities remained 
witWing, as mentioned dcring the Board’9 discussion in December 1986, to 
give further coeaider&tian to using part of the loan in substitution for 
ordfnaq resources if that proved necessary and if there was a consensus 
in that dlre~ctioa. lotbAng had been said during the discussion to indi- 
cate that that consensus was emerging. Therefore, while he would like to 
see guidelines along the lines suggested an pages 16 and 17 af EBS/87/56, 
it was probably premature to ask for preparatory wark in that respect a~ 
the preseat tixe. 

As for the priority that should be attached ta the use of borrowed 
resources, Hr. Boot contlnxed, he endorsed the intention of the staff, as 
stated en page 13, to glee primary earphasfe to drawdowns on the SAMA 
me&&t litzee in the peri,ld &head l Mr. Wnatallsh’s point with raepect to 
the ezterrsrion oE $Ae drmudmm period of the S&fA lo&ta was valid. Be was 
aare euneernect zdawmt #emq$~ rather than marginal costs, despite the fact 
thet most 6e~sts cfmk deziM.ms at t,he margin.- 



Hr. Kyrimidls remarked that deapjte the uneertafatiea lnentioned in 
the staff p&per, arid g&mm the demtd for Brand re+murces Unei I the end of 
1988, the llqtlIMx* pueltion 60eiu0d to be scr+isfactQty. 



eatent of S’i3I I. 2 billion to repay loam.3 md%rcsksn to f inswe 
the erilargad access policy aad supplementary financing. Per 
thet raatmon, 8tnd bec8uis0 of larger us% of rssetm tranct~ pusi- 
tioae, net uger of ordinary resources will b% about SDR 1.4 bit- 
UUIk. bmever, as the staff has noted) it is possible that 
t6ttwmm man-he purchsscw, stay not be ae high as estimatsd, and 
actual net use of otdluary resources could be such less than 
enrreatly est+mted. 

i& ar% coneermd at the r1s% in purchases f imtnced with 
borrowed resources. They till munt, in 1987, to SDit 2.2 bil- 
l.ioa or more than twice the &mount of such purchases In 1986. 
Of the! tat al amount, SDR 0.4 billion is on account of the change 
in the u&x of bo moved and ordinary resourcea in financing pur- 
chm under the enlarged accese policy. The staff considers the 
bpsct of the chaws in mix as reflecting the coaaervacion of 
otd&sarp rem3uzcea of an equivalent aaaounf l While this 1s zhe 
statfstical result, we de not consider that the charge in the 
t&c ob resoumes is w8rrarrted as yet by the liquidity position. 

We have mtted that rapayrmtts of loans by the Fund will have 
to be finmtmci by urdlrtary rasaurtes because of the mismatch of 
the m.&xariti.es of Fund borrowi- and related repurchases. This 
p&at EBS arade In ttm last review, as we1 1 as at the time of our 
con%ideratioa of the ext%nsion of the drawdoun period of the 
1oQne from SAMA. At the latter meeting, It was argued that SAMA 
could not extend the aatxrfty of the drawdowns In the loan 
extension periods mainly because the Saudi Arabian economy has 
been .gravely aff%cted by the low yrlce of oil. Sfnce then: 
boiaepzr, of1 poti%% have ierprored considerably. We agr%e with 
tk% staff that it should purse the matter with SAMA, if it finds 
ttit th% pr%%ens reboard lo oil prices IS likely to cantinus. 

We fmzkd tit0 section in the staff paper on issue6 relating 
to the aaasgrpemt of the Fund’s liquidity in the context of the 
Japaaaesa Loan to the Fund to be of great interest. The “misaratch” 
problem is cited as a good reason for evolving approaches that 
conserve the use of ordinmy resources. On page 16, the staff 
ptuto owt that tkcum&tfve mismatch could rise to some 
SDR 5.5 billIon by end-1989, aud the average sanual mismatch wi 11 
be aromd SIR 2.5 billion duriq 198695. The mismatch problg8 
swsts tb% XI%& for imxeaaing quota% at an early date. 
Eowevwr, th% staff did not propide any arguawents for raising the 
size of quotas as 8 fundamental solution to the woblem. As we 

see It from Table I. of tbc Appendix, the mismatch does not 
appear to create a Uqtidlty plrobl%m till end-1988, the period 
up to which the staff can project the likely magnitudes of 
cclpadbwmts, purchaues, and nepwchaees. In the circumstances, 
it is not clear either bow the s&match would itself provide a 
beeis for the staff psopcmal that some utflization of the loan 
from Japaa vc&d c~neerve m&nary rescmrc~~, or how the staff 
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CAW at@lue that its proposal ~111 be “consistent tith the quota- 
bsaed Qacure of the Fund l - The propoml is not v3obI.e uniess I.r 
can be proved, with figures, that future commitments and likely 
purCb8aea or repurchases ate such that there will be a serious 
1Qatditp crunch unless the present stock of ordinary resources 
is supported by borrooRd resources. This is a difficult exercise 
a&, we suspect, cannot be Mdertake:: without making an assump- 
tion that there will be no increase in quotas under the Ninth 
Gamral RevSew, eves f foe peats after the last quota fncreaae. 

The staff also argues that use of the loan from Japan in 
subatitutiou for otdiaary resources should raise charges on 
otdtQ8ry resources Only llIoder8te~y. This, however, asp not be 
true, for the present level of rates of interest need not hold. 
In any case, an attempt should be amde to provide ordinary 
resowces at co~~eaaioual rates, since the objective is to 
Bnaw age members to approach the Hued at an early stage of 
their 5zIance of p8Tmema difficulties. We favor the eahsnce- 
sent of quotas because the Fund’s leading activity should be 
based on quotas rsther than on borrowed resources. 

Bieadly, the review should have raised the question uhether, 
In 1987, it would be necessary to ntaintaln the changed mix of 
races in financing purchases under the enlarged access policy 
that c8me into effect in Decentber 1986, since the mismatch is not 
aarlous In the arrent year, and since the liquidity position La 
cOerfort8b.l.s. Me couafder that this question should be addressed 
every tl.m the Fund liquidity position is reviewed, as indicated 
in the Claai~n’s sumaiag up on December 19, 1986. We would urge 
that beginning with the next review, the question of the mix in 
S~KWX of the fluanciq of purchases under the enlarged access 
@Iicy should be considered in the context of the Fund’s liquid- 
ity position. 

Hr. Santos remarked that like previous speakers, he had noted from 
the staff p&per that f.h r_ Fuud’s liquidity position would remlo aatis- 
factory thsough 1988. Indeed, according to the projections, the stock 
of pracrarrfteed usable reaotacea--ordinary and borrowed--while declining 
soaewhrt at the e;ld of 1988 would be fully adequate to met projected 
depends through the end of that yaor. Ever, he shared the staff’s 
view that the medimterm outlooIt was not so reassuring, given the 
rsicertaintiea surrouadfng the world econorm and the likely substantial 
external financing noedb of nmny developing cimatries in the near future. 

In that coutext, Hr. Saatoa added, while borrowed resources could 
be a useful eupplmant to ordinary resources, the Pwd should remain 
qtWt8 based. It was tbarefore appropriate for the Fund to accelerate 
the quota revlaw process in order to increase fts available ordinary 
resources. 
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Wtb respect ta the suggeotioae put forward by the staff on page i; 
of E%%/%?/frd ralaticq to the usa of the loan from Japan, Mr. Santoa 
reiterated tba pooltim of his chair as stated during the discues~on in 
keaber ua the subject 9f borrowing by the Fund from Japan and the 
leasgaaent of Fund liquidity. The loan fram Japan should not be used as 
a mbstftme for or~f nary resources in finsncing purchases under members 
arraUg%mmlts wltb the Fund. ffis chair continued to helime that those 
additfowl rvmmrc%s should be used to supplement the Fund’s borrowed 
fesourc~, thereby enhancing :ts abiUty to provida assistance to wmtxr 
caustti%s. In that context, and as stated by Mr. Ismae]. ind other 
Directors, it would also be sppropriate to tntroduce eoms fleribi lity 
lato the policy oa acc~s8 co the Fund’s resmrces. 

pfsc. H&zmmack said that he coucnrred wlth the staff assessment that 
Se Rand’s present and Wsediately foreseeable lfquidity position was 
satisfactory. 0owever, vral uncertainties in the current economic 
e~~iroment sq&~~ted a cmtiuued prudent approach to the use of Fund 
resuWTc%s. T?e ad&stmmt to the stock of usable currencies by a fat tot 
of eae qtxmter seemed appropriate. While hs recognised the difficulty of 
prtdlctfng the demmd for we of Fond resources, an obvious element 
affecti- tbs mpply of those resources at present and in the future was 
taaS hi&k faclitoaee of overdo oblZlpnciow to the Fund. A further buildup 
CsJf rtresm vculd clearly have an %stpect ou the stock of usable currencies 
and sffaet t& staff’s assessment af the inflow of net repurchases being 
offset by repayments of Fund borrowing. 

Tke staff's proposed apgarosch to utilisation of the SAMA borrowing 
%gree#w~Z smd the Japanese! Ioaa seeswd to be in k-eping with the decision 
of t&t Bu&rd in Dccesiber, particularly in vfew of the reservations of his 
chafr st that tLne cmmwufng use of botrmed funds as a substitute for 
cmi%rrarp resmrces, Mr. UcCaraeck cmcloded. However, the problem of 
af=tchfagC af mtruefti%s of botrotffd funds and repurchases did glue rise 
to CURc%rU. The matter Called for further revfew Fn the hope of finding 
an acteptable solution, and he enseouraged the staff, to examine alterna- 
tfwm for conslderatioa by the Board. 

Mr- AShafSus said that be shared the view of ppwlws epeakers that 
the Rami’s lAqui&ty ptmftioe wss cmfortable ad Mcely to remain ISO ix 
the forese%able futurs. Attsntloa bad been drawn dur:ing the discussion 
to the tread of wgstive wt credit to member countrieu. Of course, that 
tread was partly cyclica but dt also reflected constraints on access to 
the Pw&‘s resuurclhs, signifying that the financing prospects for many 
weakat cattmtrfea tmmld rewia dffticult, ff such a net transfer of 
resources frost tborre cmmtries cmtfsnmd- 

On the eug&estbU to 8l;aps we of the Japanese loan to finance draw- 
ings nontally fimaanta% by or&lnary resources, Mr. Albaimus noted that 
altbugh the likely iapact ou charges was smsll, he shared some of the 
debts tb,et ham beeo expressed on that optfon and he therefore saw no 
strong ffnancial rcasona for 6UCh a procedure in the present circumatance~~. 



lor tWs rmmon, aad fa thrc aontazt a% the modest impact f t 
Pi1 I tutve ma ordin8ry cbbrges, w8 ebb eupport coa8fdarsrlon of a 
CiXdWBl Uti~iZ8tiOll Of tha hlSl frr#a J8mt3 id SUbtftUtiOKl for 

srdie8rg rmtces. Qe ROLQ, hamwet, that the staff indicates 
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Tb lbputy Tremwar raid that the dfffereaces between the estimates 
LIB tha atoff pager BOR the review of the Fund’s liquidity aad financim 
Emed8 md Ehme ill d3.e papers pmp8r8d for tb8 world ecommic outlook 
wer8 e+#mtl8lly difI&m8%cm 0% ted.*. Ibe tit8 oa th8 world economic 
aQclMk, vw.ch b8d beea ccmplhd earl.fer, oorrpld be brought up to date for 
purpwea Oa p&licaoLsa, wd the two gets of f fsures would be ouade 
cowi&t8Qt - 

‘fbe 1t6ff bdl,iaoed that moat of tlr(es 50 cowntriee thet were expect4 
to Wka r#E f~tpcbuu86 i8 1917 8ad l%8 WXe aabject to conslderabls 
hmlrwa of paywats dbfficultiea and poteatWIy to debt rescheduling, 
cha b8pf%cy Trw8uter wad. Altsaugh muat 9f them were fa strained f fnan- 
cial 8ilEP+ttOlSI, Qm 8lf 0% then wfe, 8Ud tb8 etrf f had pa rhsps been 
pesaidut&e la Qucribfm8 their nrat repmrchaeaw situation in i988. ‘The 
wmcartdsty of the data for tsrt par sboald be tmdttr~ored. Althou% lt 
W8 ncW kmmWI& ahi& ad thm camtrfes tid S458k hd 8S@i8t8IlCe, soare 

bml Je fedicrtal &belr foLsoti.wm to do 80 aud 00 doubt the estirPatts 
of QW of PlaaQ remmrm by theaa countries would riec in the COO’CILB of 
PbemyeJ8x88bwd. I%8 u88 b mu8 muQtriar of the etnrctufa.I adjust- 
~mt facir;fty, &I& me not rsftictecl in the liquidity eatimrrtee praseatad 
w k3m Boufd, bodd 8Iw 6ffacr the owtrall eittmtion. If tha guidelines 
00 the ogrsr8tbm af that faclllty were otwaefved, there would be two more 
mre ob disbsrsamata wa&r the tea sahtiag structuxsl adjustmat 
l ra~tm, rstfcb would wre than double the anmzut of resources m&c 
8VrflaBle ma fat wmler use fac~llty. hlead on th8t t49llt8tiV8 MtiwatQ, 
tl&e orrati fhmtcArr6 proridd by the Puad--asbde from otdiasrp remourcem-- 
wdd be iltersd rulmt6Mlallg,. 
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A.B the staff hrd indicated in its pteviouo papers, the mix of Sor- 
td and ordiary radiaurccs wo-uld continue to be kept under review, the % 
De$utf Prueetmkr cn##riuded. Because of the chactge fa the eix in Decceher, 
them had beea rw reams ta take up the matter in the paper nw before 
the Board, as them bed ken no fun&mental changes in the situation. 

The Actfag Chel~~~a noted that in responding to the question posed 
&rcctly to them in tha staff paper, arost Directors, while reiterating 
tbefr $rmt 9preciatiaa to the Jepeseee authorities for the loan to the 
hsd, bed felt that there ws8 not adequate juetificotion et the present 
Cfrs fat roktitutiag reeoam+8 obtained under that loan for the Fund’s 
ordG!tary ?#ourccs. The matter could however be reconsidered in future 
Ilquidlty reoiewa. 

l’be Execwim Directora coacluded for the time being their revfew of 
the Pwad’e liqo~ddty position and fineacing needs. 

‘MB follmdq detimiol~ were adopted by the txecutiee Bard uithout 
reef* fa the period bstweeo W/87/56 (3/27/07) and BBW37/57 (3/30/&J;). 

IO aceordaace pith Rule D-3 of the Fund’s Wulce and Regula- 
tlom, a Coldttrc of tke Whole for the Ninth General Reviev of 
w oith the lbmag&ngj Dlreetor a8 Chairman is hereby eecab- 
lfdU&I. Zomdttet ation shall not be binding on the Executive 
sami. Mnmtrm of lbst fngs shall be prepared snd circulated for 
9~rawal of Committee memberis. (EBD/87ie5, 3/20/87) 

Adopted Hatch 27, 1987 

3. -TvE 0m FOE FT 1987 - SUPFLB)(%apLA%Y APPROPRIATION 
AuE0 l@EAlmFE8 OF appIIopI1mo#8 

The Executive Boar4 approvea the supplementary appraprlation 
end tramfor of apptoptiatiow between categories of expenses in 
the AdministratIve Budmt for FP 1987 aa Iset forth in the maoran- 
&m attached to EBAPj87166 (3/24/87). 

Adopted Hatch 27, 1987 




