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Section 2. General exchange arrangements

(a) Each member shall notify the Fund, within thirty days
after the date of the second amendment of this Agreement, of the
exchange arrangements it intends to apply in fulfillment of its
obligations under Section 1 of this Article, and shall notify the
Fund of any changes in its exchange arrangements.

(b) Under-an 1nternatiuna]' onetary system of the kind
prevailing on January 1, 18 ‘\ : arr‘ngements may include
(i) the maintenance hy 1" \\ fbr its currency in
terms of special draw nnm1natur, other than
gold, selected by t ative arrangements by
which members maint
other members or (iiid" o#f hange abrangement of member’s
choice. - 4

(c) To accord #itil the de fﬁ' nent of the international
monetary system, t h 2 percent majority of
total voting power, 1 general arrangements
without Timiting the righiief o have exchange
arrangement of their EhDI“ with the purpose of the
Fund and the obligat i % s Article.

Section 3. Surveil 5"1“ _ . ?grnts

(a) The Fund 5‘a1] oversee the 1nternat nal monetary system
in order to ﬂ ﬁ 11 oversee the
compliance u?fﬁ sﬁﬁgﬂi mm lhwﬁr Section 1 of

this Artitle

TN DaMNIIA LY IAL, .

Fund shaTI exercise firm surveillance over the exchange rate
policies of members, and shall adopt specific principles for
guidance of all members with respect to those policies. Each
member shall provide the Fund with the information necessary for
such surveillance, and when requested by the Fund, shall consult
with it on the member ‘s exchange




rate policies. The principle adopted by the Fund shall be
consistent with cooperative arrangement by which members maintain
the value of their currencies in relation to the value of
currency or currencies of other members, as well as other
exchange arrangements of a member’s choice consistent with the
purpose of the Fund and Section 1 of this Article. This
principles shall respect the domestic social and political
policies of members, and in applying these principles the Fund
sha]] pay due regard tu the circumstance of members.

"//4@. -

Section 4. Par value
The Fund may dete
| —— *
the total voting powe »ntkrn.
permit to introductiopeof wides ,
arrangement based on sEaDJ® LU 5; \hat—r ‘value. The Fund
shall make the dete¥mip@ti ‘ﬂq 1*\\\ derlying stability
of the world econo - 'dr £hise pury

percent majority of
__economic condition
~-aF exchange

_ al1 take into
account price movemenis Fates pf expar {n in the economies
L4 V.
of members. The deteérmifal éy&*fﬁgg;.-;flv'“ light of the
evolution of interna : qgﬁ tem, wWith particulars
J o _"I P
references to sources @ _'_ , in order to ensure the

effective operation of a § : ‘-_, value, to arrangement

under which buthk--mgggg sur “an bers-in deficit to
nts for

. Jpon making such

: at the provisions

achieve adjustme
intervention and 23’
determination, the #und shall notify members:

“”””ﬁﬁ%qwﬂwswawni

Section 5. Se arate curren:ias within a member’s territories

thiﬂe mﬁmm1ﬁmﬁmﬂﬁﬁ'ﬂiﬂxm

territories in respect of which the member has accepted this
Agreement under Article XXXI, Section 2(g) unless the member
declares that action relates either to the metropolitan currency
alone or only to one or more specified separate currencies, or to
the metropolitan currency and one or more specified separate



currency

(b) Action by the Fund under this Article shall be deemed to
relate to all currencies of member referred to in (a) above
unless the Fund declares otherwise.

[ 4

AULINYNINYINT
ARIAINTAUIM TN




AULINENINYINT
ARIAATAUNNING 1A Y



Schedule C
Par Values

1. The Fund shall notify members that par values may be
established for the purposes of this Agreement, in accordance
with Article IV, Section 1,3,4, and 5 and this Schedule, in terms
of special drawing right, or in terms of such other denominator
as is prescribed by the Fund,,The common denominator shall not be
gold or other® currency.

2. A member that "i ands. to esf”" a par value for its

currency under 1 aboVe Sh : np “”"‘-L value to the Fund
within a reasonable is.given under 1 above.

3. Any member thai h a par value for
its currency under | i 1. the Fund and ensure
that its exchange arrahc : i;ﬂ- 'l~~ tent with the purposes
of the Fund and ade o fulFi11 its\obligations under Article
IV, Section 1. S el

4. The Fund shall concu :i' : '-Af 't to a proposed par value
within a reasonable ter of the proposal. A
proposed par valw ‘.r..__...._.;;a;;.—._...7.,.;._..-.-_\ purposes of this
Agreement if the He” member shall be
subject to 3 ahnv~ﬂ The Fund sha not ub act  because of the
domestic social or peljtical policies of the member proposing the

e (YHINENTNEN S
o PR CTA ak g1 e

order to! ensure that maximum and minimum rates for spot exchange
transactions taking place within its territories between its
currency and the currencies of other members maintaining par
values shall not differ from parity by more than four and
one-half percent or by such other margin or margins as the Fund
may adopt by eighty-five percent majority of total voting power.



6. A member shall not propose a change in the par value of its
currency except to correct, or prevent the emergence of, a
fundamental disequilibrium. A change may be made only on the
proposal of the member and only after consultation with the Fund.

7. When a change is proposed, the Fund shall concur in or
object to the proposed par value within a reasonable period after
receipt of proposal. The Fund shall concur if it is satisfied
that the change is necessary to correct, or prevent the emergence
of, a fundamental disequiliby ’1’ The Fund shall not object
because of the domestie. # litical policies of the

g nge in par value shall

member proposing the
not take effect for Agreement if the Fund
alue of its currency

objects to it. If \
despite the objection 4 A shall be subject to
Article XXVI, Sec Q‘\\Q\ alistic par value

8. The par value o ' er’s cuhre , bh‘shed under this
Agreement shall ceas bafa " poses of this Agreement
if the member informs te Find  that i ‘1'* tends to terminate the
par value. The Fund may ah | BE the Lermination of a par value
by a decision taken by ° ente- majority of the
total voting powef. _' - ar value for its
currency despite ‘?wp . member shall be
subject to Article XXVI, Section 2. A par valt u established under
this Agreement shallfgease to exist’ for theﬁ ﬁFn:usals of this

arenent. i G0 b i3 0M e 1 st

objection of the Fund, or if t e Fund finds that the member dose

) mammmmimmﬁi S

may not ke such finding unless it has consulted the member and
given it sixty days notice of the Fund intention to consider
whether to make a finding.




9. If the par value of the currency of a member has ceased to
exist under 8 above, the members shall consult with the Fund and
ensure that its exchange arrangements are consistent with the
purposes of the Fund and are adequate to fulfill its obligations
under Article IV, Section 1.

10. A member for whose currency the par value has ceased to
exist under 8 above may, at any time, propose a new par value for
its currency. -

-

11. Notwithstanding & *'“;}\ the Fun by a seventy percent
majority of the t,?*:::ﬁ_utﬁtg may make uniform

proportionate changes -f;;; par values. if the special drawing
right is the common den® ges will not affect

the value of specia ’4f \Q:\ \\ L alue of a member’s

currency shall, he "v:', \\\ his provision if,
within seven days affep’ - Fund” “v‘\t\ \\ he member informs the
Fund that it does not {; 1_u V@ of its currency to be

changed by such actfo

ﬂ‘IJEI’J'Vlﬂ'VﬁWEI']ﬂ‘i
QW’la\ﬂﬂimﬂJﬁﬂﬂEﬂaﬂ
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Decision No.5392-(77/63)
April 29, 1977

Surveillance over Exchange Rate Policies

General Principles

Article 4, Section 3(a), provides that "The Fund shall
oversee the international monetary system in order to ensure its
ha arsee the compliance of each

member with its oblig 1S unde ion 1 of this Article."
' order to fulfill its

functions under 3(a), "lhe~Fund| shali-exercise firm surveillance
over the exchange r; o CE of Membe and shall adopt
specific principle members with respect
to those policies also provides that

the currency or
~as'with other exchange
tént with the purposes of
iCle. These principles shall

the currencies in
currencies of othep
arrangements of a membgF’s & ;
the Fund and Section 1 D:;M:’~" '
respect the dome ~soctal “ar

and in applying thess '_ -"?-"*T-_‘:'_t'?"f':%: pay due regard to
the circumstances er ymArticle IV, Section
3(b), requires tha J*Each member shall provide the Fund with the
information necessary for such surveillance, and, when requested

o he Furc, ) B MY B IE bR Qocchane race

policies."

BRAL 1o gl vy w N e b IALS el

their ba‘ance of payments position, are adopted by the Fund in
order to perform its functions under Section 3(b). They are not
necessarily comprehensive and are subject to reconsideration in
the Tight of experience. They do not deal directly with the




Fund’s responsibilities referred to in Section 3(a), although it
is recognized that there is a close relationship between domestic
and international economic policies. This relation ship is
emphasized in Article IV which includes the following provision:
"Recognizing ... that a principal objective [of the
international monetary system] is the continuing development of
the orderly underlying conditions that are necessary for
financial and economic stability, each member undertakes to
collaborate with the Fund and other members to assure orderly

exchange arrangements and t P' stable system of exchange

rate."
J
Principles for the Gt

e bwnge Rate Policies
' A. A membe an ating exchange rate or
international mone ':‘; -&k- tos prevent effective

balance of payments s unfair competitive
advantage over ot

B. A member / : xchange market if
necessary to counte drde “ff' it ons which may be

the exchange value of its ‘currenc —

C. Members should take ~into accoun: heir intervention
policies the intapss i
countries in whosedecu

Principles of Fund Surveillance nvequxchange Rate Policies

@Mﬂ? nﬁ nhange rate ;ﬂ:§1e5 shall be
222”?23 : “’”a"%i"is:ﬁ KT forabit S boh wa

kept undék review by the Executive Board and Interim Committee

and the assessment of its operation shall be taken into account
in the implementation of the principles set forth below.



N

2. In its surveillance of the observance by members of the
principles set forth above, the Fund shall consider the following
developments as among those which might indicate the need for
discussion with a member:

(i) protracted large-scale intervention in one
direction in the exchange market;

(ii) an  unsustainable level of official or
quasi-official borrowing, or excessive and prolonged short-term
official or quasi-official 1lending, for balance of payments

purposes; \
(iii) (a) th;kk *S, {Jﬂ' substantial
pfensificat &ru]unged maintenance,

QL. @] ance 0"'“4m1ﬁ15 purposes, of
ce of payments

ent1ves for,
:iéi?\\ s on,

payments or,
E nflow or outflow

antial

-,
Jro e
'L

_ payments purposes, of
monetary and other domestic financH policies that provide
= n-.wu“-e* L
abnormal encouragemer disc gem 0, capital flows; and
(v) -‘i-:-:f—'mf""-"""!f!f"—"F‘E"-‘- appears to be
underlying econo : -i£ ncluding factors
affecting cnmpetiti'-ness and Tong-term capitadl movements.
3. The Fund apppaisal of member’s exchange rate policies

shall be haﬁ}!ﬁﬂeﬁlﬁtﬁj #\tfe] ‘devarcpments in the

member’s balaf¢ payments against the background of its

e s s e e

the gené}a1 economic situation and economic policy strategy of
the member, and shall recognized the domestic as well as external
policies can contribute to timely adjustment of balance of
payment. The appraisal shall take into account the extend to

(iv) the pu



which the policies of the member, including its exchange rate
policies, serve the objective of the continuing development of
the orderly underlying conditions that are necessary for
financial stability, the promotion of sustained sound economic
growth, and reasonable levels of employment.

Procedures for Surveillance

I. Each member shall notify the Fund in appropriate detail
within thirty days after the Sedod Améndment becomes effective
ents | to apply in fulfillment

of its obligations under Ar 5 &bn 1. Each member shall
also notify the Fund = | any.changes 1in its exchange
arrangements. h
II. Members

und regularly under

Article IV. The c <und \ x%\\ shall comprehend
the regular cons ofisf uadep ArbiclesyVIII and XIV. In
principle such consu s*shal tak \ ate annually, and shall

include considera | ; ‘P by members of the
principles set forth , 2 weld jas o member’s obligation
under Article 4 Sectionf'l Mot Tater Bhanithree months after the
termination of discussion; “the, member and the staff, the
Executive Board neTus: ang- thereby complete
the consultation’ug duie IV, Y]

III. Broad deyela will be reviewed
periodically by th:“'xecutiva Board, inter aigt in discussions of
the international adjustment proces&mwithin the framework of the

vortd Econonfe) 1B’ 14 Fuhd/ i Wbt 2o Zonduct specian

consultationsin preparing for these discussions.

BT 012 LY 3 Y4 a3

exchangeqpnTicies, and will be prepared to discuss on the
initiative of a member important changes that it contemplates in
its exchange arrangements or its exchange rate policies.




V. If, in the interval between Article 4 consultations, the
Managing Director, taking into account any views that may have been
expressed by other members, considers that a member’s exchange rate
policies may not be in accord with the exchange rate principles, he
shall raise the matter informally and confidentially with the
member, and shall conclude promptly whether there is a question
of the initiate and conduct on a confidential basis a discussion
with the member under Article 4 Section 3(b). as soon as
poss1h]e after the completion of such a discussion, and in any
event not Tlater than four i m after its initiation, the
Managing Director shall weport 1o ihe xecutive Board on the
result of the discussiomeIf, howevefs=the Managing Director is
satisfied that the : Wbserved, he shall
' : and the staff shall
\}he next Article 4
1all not place the
iy unless the member

informally advise al
report on the discuss
consultation; but
matter on the ageng
requests that this pgéc

VI. The Exect
general implementatic
exchange rate policiest

eview annually the
l1ance over members’

¥

y
ﬂumﬂﬂmwmm
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Article IV
Par Values of Currencies
(Before Second Amendment)

Section 1. Expression of par values

(a) The par values of the currency of each member shall be
expressed in the term of gold as a common denominator or in terms
of the United States dollar of the weight and fineness in effect

on July 1, 1944, t"”/

(b) A1l computations enc1es of members for
is Agreement shall be

the purpose of applyi
on the basis of thej

Section 2. Gold p

| \\ \

The Fund shall : :Q¢ & and below par value
for transactions i ' Emb \ ember shall buy gold
at a price above p THY pre *ibed margin, or sell
gold at a price below hh prescrihed margin.

) rit

')
The maximum Eﬁl ange transactions
between the currencies of members takingeﬂﬁ]aCE within their

T B REEIA3. o e

one percent; ahd

JUIC T oo <h i L < B

than the Fund considers reasonable.

Section 3. Foreign e




Section 4. Obligation regarding exchange stability

(a) Each member undertakes to collaborate with the Fund to
promote exchange stability, to maintain orderly exchange
arrangements with other members, and to avoid competitive
exchange alterations.

(b) Each member undertakes, trough appropriate measures
consistent with this Agreement, to permit within its territories
exchange transactions between its currency and the currencies of
other members only within the * 1ii rescribed under Section 3
‘ authorities, for the
fact freely buy and
ywilie. Fund under Section

fooobe fulfilling this

settlement of interna
sell gold within th
2 of this Articl
undertaking.

Section 5. Changes

-l'ﬁ‘f'-'
(a) A member shal , prigpos; the par value of
its currency except o B ; al disequilibrium
(b) A change in the_ggrjgﬁi 2 ember’s currency may be

made only on the . F th er/~and only after
consultation with Y

(c) When a c 3 Iﬂ shall first take
into account the ¢ ges, if ﬁny, which have dlready taken place
in the initi % determined
under Articl ﬁpﬁ Elﬁ ﬂﬁr szﬁﬂﬁage, together

with all prEV1 us change, whether increﬁéfs or decre

e AN IANTIN B IR

(ii) does not exceed a further ten percent of the
initial par value, the Fund may either concur or object, but
shall declare its attitude within seventy-two hours if the member
so requests,




(ii1) is not within (i) or (ii) above, the Fund may
either concur or object. but shall be entitled to a longer period
in which to declare its attitudes.

(d) Uniform changes in par values made under Section 7 of
this Article shall not be taken into account 1in determining
whether a proposed change falls within (i), (ii), or (iii) of (c)
above.

(e) A member may change a par value of its currency without
the concurrence of the Fund if the change does not affect the

osed change which is within
pi*it is satisfied that the
i disequilibrium. In
particular, provided i s#Sd satis ;f;Qx‘h\; all not object to a
proposed change because” of fhg dc }v\“! zxgk‘ or political policies

If a member chandes par-value of, ¥8s currency despite the
' nd is entitled to object,

the member shall be ineligibie to 8. the resources of the Fund
unless the Fund, otk ' ' ang~ if, after the
expiration of a FEasensbie—periods—the—difterence between the

member and the Fu'-%‘-A
provisions of Artiele XV Section 2(b).

AULINENINYINT
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Section 7. Uniform changes in par values*

Notwithstanding the provisions of Section 5(b) of this Article,
the Fund by an eighty-five percent majority of the total voting power

may make uniform proportionate changes in the par values of the
currencies of all members. The par value of a member’s currency
shall, however, not be changed under this provision if, within
seventy-two hours of the Fund’s action, the member informs the
Fund that it does not wish the ”r value of its currency to be

changed by such action.

(* Section 7 as pub First Amendment. The

original language i

"Notwithstandine \ fon 5(b) of this
Article, the Fund g !h"ﬁ“ﬁ ﬁ\ ] \“ voting powe
make uniform proporiios ank \ i par values of the
currencies of all memb :

L EVE memoeayr ;l “l‘ ' “ 5."-. X e ‘l‘.Dt T Df
quotas. The par value 1 f ency shall, however, not
be changed under this pru £ in seventy-two hours of
the Fund’s actio, nd that it does not
wish the par valu f”— .-ﬁ by such action.

g
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