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November 11, 1946

[EMORANDUM FOR THE SECRETARY :

In connection with the establishment of the International Lonetary
Fund present estimates indicate that the Treasury will be called upon
in December to pay the subscription of the United States in the amount
of $2,750,000,000, less $275,000 heretofore paid on account of adminis-
trative expenses and the partial payment of $5,000,000 to be made this
month. Payment of $1,800,000,000 (less the previous peyments of
$5,275,000) will be paid from the Stabilization Fund and the balance
of $950,000,000 will be paid from the general treasury.

The amount payable from the Exchange Stabilization Fund is now
held in gold, and as the minimum amount of the subscription of the
United States which is required to be paid in gold is only $687,500,000,
the payment from the Fund will free $1,112,500,000 in gold. This gold
will be deposited with the Federal Reserve System in exchange for a
dollar credit on its books, which dollar credit in turn, to the extent
of $1,107,225,000, will be paid over to the International Monetary Fund
along with a dollar credit of $950,000,000 from Treasury funds, making
an aggregete of $2,057,225,000 of dollar funds being paid to the Inter-
national Monetary Fund on account of the subscription of the United

- States. It is understood that the International llonetary Fund will
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immediately repay to the United States §$1,787,500,000 and accept in
exchange therefor non-interest-bearing notes of the United States.

If these transactions can be synchronized so as to take place
simultaneously on the books of the Treasury, the books of the Federal
Reserve Bank of New York and the books of the International lMonetary
FPund, it will not be necessary for the Treasury to withdraw its balence
from depositary banks to cover the payment of $950,000,000 to be made
from the Treasury and it will be possible for the Treasury to repurchase
from the Federal Reserve System $837,500,000 in gold. If this procedure
is followed it would not be necessary for the Treasury to withdraw any
funds from depositary banks to effectuate payment of its subscription
to the International Monetary Fund and we would not take immediate
advantage of monetizing $837,500,000 of the gold presently held in the
Exchange Stebilization Fund. It is suggested that such gold in the
amount of $837,500,000, plus $14/;,000,000 in gold representing the
unexpended balance of the increment on gold which accrued to the
Treasury at the time the weight of the gold dollar was changed in
1934, a total of $981,500,000, be held in the general fund balance
and paid into the Federal Reserve System gradually over such period
of time as may be determined. It may be desirable to hold a stated
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amount of gold (say $100,000,000) indefinitely to be used as an emer-
gency fund if occasion should arise. This is the basis on which we
have been carrying since July 30, 19L5, $1l1,000,000 in gold in the
general fund.

If the gold is used in this menner its payment into the Federal
Reserve System could be synchronized in connection with International
financial operations, such as the redemption of the non-interest-bearing
notes held by the International lonetary Fund and International Bank for
Reconstruction and Development from time to time as these agencies need
dollars, or for payments on the British credit. These commitments,
payable on demand, aggregate $5,50%,285,000, as follows:

International Monetary Fund:
llon-interest-bearing notes - - - - = - = $1,787,500,000

International Bank for Recon-
struction and Development:
Non-interest-bearing notes
(includes subscription payable
in February and lay, 19L7) - - - = = - - 565,785,000

British credit (balance) - - - = = = = = - - 3,150,000,000

$ 5,503,285,000

On the other hand, if the gold is used immediately to obtain dollar
credits from the Federal Reserve System and if the dollar credits are
repaid to the Treasury by the International lMonetary Fund for our non-
interest-bearing notes, the effect of such operations will be to increase
the balance in the general fund available to meet our current expenditures,
including public debt retirements, and will reduce by a like amount our
calls upon depositary banks. The effect of this will be to increase
excess reserves of the commercial banks or to increase their holdings of
Government securities which they will obtain either by repurchase from
the Federal Reserve System or by purchases on the open market. This
would be followed by pressure on bank reserves at a later date as the
Treasury liquidates its International commitments.

I shall be glad to discuss this matter with you at your convenience.

(Signed) E. F. Bartelt
Fiscal Assistant Secretary

Approved:

(Signed) John W. Snyder

Secretary of the Treasury
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December 26, 1946.

Er, E, ¥. Bartelt

Floerl Assistent Seoretary
Treasury Department

Fiscal Service

#gehingson, D. C,

Dear Mr, Bartelt:

In the absence of Chairmen Eecles, I wish to scknowledge
receipt of your letter of December 20, and the attached memorsndum
setting forth proposed procedure in handling the payment on the U, 8,
subseription to the International Monetery Fund, Chairmen Eceles
will be much interested inm the muterizl and may want t0 communicete
with the Secretary on the matter after his return to Wesbington dur-

ing the first week in Im.

Very truly yours,

s
4 Ransom
Vice Chajirman
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