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CONTRACTING PARTIES

GATT/CEA.2/W.10

16 June, 1949.
Third Session.

DRAFT REPORT OF COMMITTEE ON SPECIAL EXCHANGE AGREEMENTS

TkxtjAgreed by the Jomnittee on Seoond Reading

Draft Resolution Ng 1

The CONTRACTING PARTIIS,

CONSIDERING that paragraph 6 of Article XV of the General
Agreement on Tariffs and Trade provides that any contracting
party, which is not a member of the International Monetery Fund,
zhell, within e time to be determined by thc CONTRACTING PARTIES,
after consultation with the Fund, become & member of the Fund,

or, failing that, enter into o speoirl exohonge agrecment with
the CONTRLCTING PLRTIES,

CONSIDERING thet paragraph 6 of Article XV of the Generel
Lgreement provides further thot any contrcofing party which

.- oceases to bc & member of the Fund shall fortWith enter imt¥o &

]

specicl exchange agrecment with the CONTRACTING PLRTIZES,

CONSIDERING further that, in eccordance with paragreph 7
of the scid Lrticle, such speciel cxchange egreement shall
provide to thc satisfaotion of the CONTRLCTING P.RTIES that
the objectives of the General Asgreement will not be frustrated
as a res—it of aotion in exchange matters by the contracting
perty in question, and taking into account that the terms of
such agreement sholl not impose obligationa on that contracting
perty in exchenge matters generally more rostrictive than thcse
imposed by the Articles of Lagreement of the Internationel
Monetary Fund on merbers of the Fund,

HEREBY LDOPT the toxt annexed to the Resolution es the
text of the speciel e xchenge agreement for the purpose of the
above mentioned provisions of the General Agreencnt;

RESOLVE that esoch oxisting eontraoting party pot then a
member of the FPund shell enter into o speciel exchange agreenent
in the %crms of the text ennexed to this Resolution by depositing
an instrument of acceptance on or beforc the first day after

November 1, 1949 on whieh the CONTRACTING PARTIES are inm
session;

RESOLVE that each government which shall hercefter become
a contrecting party shall enter into a special eaxechange
agreencnt in tho terms of the text annexed to this Resa}ution
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by depositing an instrument of acceptance within four months
after it becomes & contracting party or on or before the

first day after November 1, 1949 on which the CONTRLCTING
PLRTIES are in session (whichever is the later), if it is
not then a member of the Fuhd; .

RESOLVE that any contrecting party which ccesces to be a ,
member of the Fund shall enter into a spcoinl axchange agreementi)
in the terms of the toxt enncxed to this Resolution by deposi-
ting an instrumcnt of acceptancc fortwith (which shell in no

event be later than thirty days after it ccascs to be a member
of thc Fund);

LUTTORIZE the Chairmen of the CONTRLCTING PLRTIES to sign
on their behaelf each of the cgreements referred %0 abovef and -
to take all necessery action tc give effect to this Resolution.
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ANNEX
DRALFT_OF SPECIAL  EXCHANGE 4GRERMENT

WHERELS paragraph 6 of Artisle XV of the General Agreement
on Teriffs and Trade (hereinafter refcrred to 2s "the Goneral
Agrecement™) provides thet ehy contracting party which is not =
merber of the International Mometary Fund (hereinefter ocelled
"the Fund") shall, within a time to be determined by the
CONTRACTING PLRTIES after consultation with the Fund, become a
member of the Fuhd, or, failing that, enter into & special
exchange agrecment with the CONTRACTING PARTIES ; (1

WHERELS paragraph 7 of the said 4rticle provides that such

special exchange agrecencnt shell provide to the gsetisfaction of
the CONTRLCTING PrLRTIES thet the dbjectives of the General

Agreencent wili nct be frustrated as e result of sction in exchemge
nmatters by the contracting party in question, and teking into
account that the tcrms of such agrecment shell not impose obll-
gations on the contrasting party in exchange mattcrs generally

morc restrictive than those inposecd by the Lrticles of Lgreenment
of the Fund on nembers of the Fund;

WHEREAS by Resolution of June 1949 the CONTRACTING
PARTIES adopted the text of the special exchange agreement for
the purpose of giving effect to the above-mentioned provisions
of the General Agreement a1 g authorized their Chairmasn %o sign
on their behalf a special exchenge agreement in the terms of
this text with any contracting party whioh is not a member of

the Fund ~nd to take all necessary action to give effeect to that
Resolution;

THE CONTRACTING PARTIES,

and

The Government of asting through its representative
duly authorized for this purpose

HEREBY AGREE AS FOLLOWS : -

(1) The firs% paragreph of the preamble shall be replaced by
the following text in the oase of 8 contraeting party
which has ceascd to be a member of the Fund :

"WHEREAS paragraph 6 of Article XV of the Gencral
Agrecrient nn Tariffs and Trade (hereinafter referred to
as the "General Agreement™) provides thet =ny contracting
party which ccascs to be a member of the International
Monetdary Fund (hereinafter salled "th.: Fund®) shell

forthwith cnter Into & special exchange agrecment with
the CONTRsCTING PARTIES,™®
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Article T
Exobange Stability and Orderly Exochange

Arrangements

The Government of shall ocollaborate with
the CONTR.LCTING PARTIES to promote exchange stability, to
meintain orderly exchange arrcagements with other contracting
parties to the General Agreemcnt, to avoid competitive exchange
altercations, and to assist in the elimination of restrictions
on the mcking of poymemts and tronsfers for current interna-
tionol trensactions with a view to the cstablisbment of a
multilateral system of payments and to the promotion of inter-
national trede.

Artisle IX

Deternination of Initiel Par Value

1. Unlcss an initial par value hes been previously agreed
betweer the Goverament of and the CONTRACTING
PLRTIES, the Government of shall, within thirty

days efter the CONTRLCTING PARTIZS 80 request, communicete to
then the par valuec of its ourrenoy based on the rates of .
exchonge prevailing et the time. The par value so conmuniecated
shall be the initiel psr value of its currency for the purpose
of this Agreement unless within nincty deys after the request
hes been reccived (a) the Government of notifies
the CONTRACTING PARTIES that it regards the par value as
unsatisfactory, or (b) the CONTRLCTING PLRTIES notify the
Governuent of that in their opinion the adoption
of such par vcluc would be prejudicial to trade anong the
contraoting partics. When such notification is given, the
CONTRLETING PLRTIES, &2 the Government of

shall, within a period to be determined by the CONTRALCTING
PLARTIES, agree upon a suitable initial par value.
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2. The par value of the currency of the Government of
shall be expressed in terms of gold as a
common denominator or interms of the United States doller
of the wcight and finencss in effect on July @, 1944.

3. "Phe CONTRACTING PARTIES will kcep the Government of
currently informed on the par velues of the
currencigs of the other contracting paitics.

rticle IIX

Gold Traneactions based on Par Valuc

1. The Government of __ shall not buy gold at a
price above the par wvalue ror its cirrency plus the.margin
pernissible under this Articlie, or sell gold at a price
below the par velue minus “ae morgin permissible under this
Article.

2. The mergins permissiblc for transactions in gold by
the Governmeni of _ shall be the sene as those
pernissible %o contracting parties which are nembers of the
Fund, and the CONTRACTING PARTIES shall keep the Goverrment
of informed of such margins.

Articic IV

Foreign Exchange Bealings basad on Farity

The naxinon end minimum retes for exchange transachicns
between the currcncy of ’ and the currencies oxr other
contracting parties taking piracc within the territories of
chall not differ fron parity :

a) in the case of spot exchange transactions, by nore
than one percent, and

b) in tha case of other azchenge transactions, by a
nargin which exceeds the margin for spot exchange
tronsactions by more than the CONTRACTING PARTIES
consider reasonebie.

adrticle ¥
Obligntions regarding Exchange Ste-illity

The Governmznt of __ - undertekes, through
appropriate measures conisis¢€~ ; with this Agreement, to permit
within its verritories exchnnge transactions between its
currency ané the currcncies of other contracting parties omnly
within the limits prescribed under Article IV. The Government
of —_ __ ©hall be decmed to be fuifilling this underteking
if Tis monetnry cuthorities, for the scttiemen’. of interna-
tionel transactions, in fact freely buy and seli gold within
the limits prescribed under ALrticle IIT.
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Article VI
Changes in Par Value
1. The Governnent of shall not propose a change

in the par vclue of its currency except to correct a funda-
zental disequilibrium,

24 A change in the per vclue of the currcenocy of
nay be rnede only on the proposal of the Government of
end only eftcer consultetion with the CONTRACTING PARTIES.

3. When & change is proposcd, the CONTRACTING PARTIES shell
first tcke into nccount the changes, if any, which have dl reedy
taken placc in the initial per wlue of the currency of |
as deternined under Lrticle II. If thc proposed change, to- t
gether with all previous changes, whether increasss or decreascu} -
a) dces not exceed 10 percent of the initial par value, [
the CONTRACTING PARTIES shall raise no objection; 2

b) does not exceed a further 10 percent of the initial
par value, the CCNTRACTING PARTIES may either concur
or object, but shall dcclarc their attitude within
nincty-sixz hours if the Government of _ so
requcsts; -

c) is not within (a) or (»), the CONTRACTING PARTIES
mry cither ooncur or orject, but shall be entitled
to a longer period in which to dcecclarc their attit e

4. The OONTRACTING PARTIES shall- consur in a preposed ohange‘
which is within thc terms of (v) or {c) of paragraph 3 if they

are satisficd that the changc is nccessary to correot & funda-

mentel disequilibirum, In particular, provided they are so g
satisfied, they shall not objc-t to a proposed change beoaus‘e,
of the domestic social or political policics of the Governman 3
of . 3

5. If the Fund, in accorgance with Lrticle IV, Scetion 7 of |
the iArticles of .Lgrececment of the Fund, makes uniform proportio-
natc chengss in the par velucs of thc currencics of Fund membery:
the Govcrnmént of will chonge its por value propor-

tionately, unless it informs the CONTRLCTING PLRTIES within ;
nincty-six hours after it has been notificd Ly the OONTRACTING

PLRTIES of the Fand's ccetion that it docs not wish the par
velue of its currcmoy to be chonged.

6. Changes in the por value made under paragraph 5 shall no%

be taken into acgcount in determining whother a proposed ohe-ge
fells within (e), {b) or (c) of paregreph 3.

7. If the Government of ____ changes the par velus of
its currcncy despite the objectizn of the CONTRACTIIG PLRTI™H, .
in cascs whoere the CONTRACYTIG PLRTIZES ere entitled %o obid@%,
the Government of _ s8hn1l be dcemed t0 have fal.od
to carry ocut its cbligations under hie Lercement,
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Article VII

Avoldance of sRestrictions on

Current Payments.

1. . Subject to the provisian of Lrticles IX and XI, the
Government of shall not, without the approval
of the CONTR.CTING P.RTIES, impose restrictions on the

making of payments and transfers for current internationel
transactions. ’ S

2. The Government of shall notV cngage im, op
permit its Treasury, centrai bank, stabilizatios fund, oo
other similer fiscal ggency, to engage in any discriminatory
currency arrangements or mulitiple currency practices exéept

as authorized under this. Apreement or approved by the
CONTR.CTING PLRTIES, If such arrangerents end practices

have becn maintained sirce Januray 1. 1948 {the date on

which the Generxcl Lgreement was firss provisionally applied),
the Governmcnt of shall consult with the CONTRACTING
PARTIES as to their progressive rermoval.. This paragreph

shall not apply to such arrangemenis or practiccs mainte ined
or imposed under paragraph 1 of Article XI, in which case the
- provisions. of paregraph 3 of that Article shall apply.

3e Exchange contracts which involve the currency of smy
contracting party eand which are contrary to the cxchange
control regulations of that contracting party meintcined or
imposed sonsistently with the Articles of Agrecment of the
Fund or with ihe provisionm of a special cxchange agrecment
entered into pursuant %o paragreph § of Lrticle XV of the
General fAgreenent, shall gg utnenforceavle in the territorics
- of the Governnment of - . In addition, thc Government
of nay, by mutuel accord with other contr cting
parties cooperate in measures for the purpose of making the
exchange central reguiations of ¢ither contracting party
-more effective, provided that smch measurcs ond regulations
are consistent with this Agrecment or with anothar speciel
exchange agreement entered into pursuant %o paregroph 6 &
Artiecle X' of the General Agreemcnt or with the armticles
of isgreement of the Fund, whichcver mny bé applicable to the
contracting party whose measures or regulztions are involved,
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Artiole VIII
Controls of fanital Transfers
1. The Governnent of may exercise such controls as.

are necessery to regulate international capitel nor cments, but
cay not excrcise these controls in a manner which will restrict
peyuznts fov current tronsections ar which will usduly delay |
transfers of fuads in settiement of commitments, except as
provided in Articles IX and XI.

2. The Governnent of . undertekes that capitel
outflow will be in accordance with the objectives of thid
Agreenent end of the General igrecment.

article IX

Scarce Qurrencics

1. The Government of is cuthorized to inpose
tenpornrily, after consultation with the CONTH.CTING PARTIES,
limitations on the freedom of e xchtnge oper tions in e currency .
which has formslly been declared scarce by the Fund in accordemo(®
with isrtiele VII, Section 3 (a) of the Articles of Agreement of
the Fund. Subjpct to the provisions of Articlcs IV and V of this
Lgrecoent, the Government of shsll have conplete -
jurisdiction in deternining the neoturc of such linitations, but.
they shell be nc nore restrictive then is necessary to limit
the dcermand for the scerce currency to the supply held by, or av
cruing to, the Governnent of : apd they shell be ™
relaxed o~nd rcenoved as repidly s conditions pernit., The autho~13
zation hore menticned shall expire whencvor the Fund formally “»
dcolarces the currency in question to be no longer scarce. ’

5

2, If the Government cf is impcsing limitavions
in accordance with peragraph 1, it shall give sympathetic
oconsideration to emny representst’en:z by tHe contracting party

whose currency has been declared scarce regarding the adminis~
tretion of such restrictions.

3. The CONTRALCTING PLRTIES shall request amy contrecting party
against which restrictions may be permitted under this Lrticle
not to invoke the obligatlions of en i engagemcnt emtered into
with the Government of prior to this igrcement in
sueh a manner es will prevent the operation of the providions
of this Artinle.
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Article X

Convertibility of Balances Held
by Other Contracting Parties

1. The Government of shall buy
balances of its currency held by another contracting party if the
latter, in requesting the purchase, represents:

(a) that the balances to be bought have been recently
acquircd as a result of current transactions; or

(b) that their conversion is ncedod for making payments
for currcnt transactions.

2. The Government of shall have
the option ¢ pay cither in the currency of the contracting party
making the r.quest or in gold.

3. The obligetion under paragraph 1 shall not ~pply

(2) when the convertibility of +the bnlcomecs hos been
restricted consistently with Article VII or VIII; or

(b) when the bolonees hove socumuloted os o result of
tronsactions effected before the rcmovel by the

Government of of
rcestrictions maintained or imposcd under Article XI;
or

(6) when the bolences have been asquired contrary to tho
exchcnge regulsations of the Government of H
or

(d) when the curroncy of the camtracting porty rcguesting
the purchase hos boen declared scorce cxd the
Govornment of _ o hes been so
notifiod under Article IX; or

(o) with the approval of the CONTRACTING PARTIES, in zany
particuler circumstonce in which the fulfilment of the
obligations of paragreph 1 of this Article would
dengeronsly threeaton exchonge stability,



