THE SECRETARY OF THE TREASURY

WASHINGTONZ5

DEC 1o 198

Dear Marriners:

There is attached for your files a photo-
static copy of the Financial Agreement with the
United Kingdom which was signed on December 6,

19454

Very truly yours,

ZMM'M
Secrggary of 'reasury

lir. Marriner S. Eccles
Room 2046

Federal Reserve Board
Washington, D.C.
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PINANCIAL ASuZELENT
oceTwEEN THE GOVErdwWlnTS OF TEE UNITED S[aTRES
ANDU THE UNITED KINSDOWL

It is hereby agreed between the Government of the

United States of America and the Jovernrent of the

United Kingdom of Great britain and lortnern Ireland as

follows:

l. Effective date of the Aprreement. ~ The effective
date of this Agreement shall be the dete on whick the
Government of the United States notifies the Government
of the United Kingaom that the Congress of the United
States has mace availacle the funds necessery to exterd
to the Sovernment of the United Kingaom the line 2f credit
in accordance with the orovisions of this acreement.

. 2. Line of crecit. The Governmnent of the United

States will extend to the Jovernment of the United aingdom
e line of crecit of .3,750,000,0J0 wiich may be drawn
upon at any time between tne effective aute of tnis Agreement

and December 31, 1551, inclusive.

3. Purpose of the line of credit. The purpose of

the line of credit is to facilitate purchases by the
United Kin:dom of :00ds and services in the United States,
to assist the United Xingdow to zieet transitional postwar
deficits in its current balance of payments, to help the
United Kin-dom to maintain eaequ:te reserves of gold and

dollsrs, €723 to assist the Government of the United Aincdom
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to assume the obligations of miltilateral trade, as de-
fined in this and other agreements.

4. Amortization and interest.

(i) The amount of the line of credit arawn by
December 31, 135l, shall be repaid ia 50 annual install-
ments beginning on December 31, 1951, with interest at
the rate of 2 percent per annun. Interest for the year
1951 shall be computed on the amount outstanding on
Decemnber 31, 1351, and for eech year thereafter, interest
shall be computed on the amount outstanding on January 1
of each such year.

Forty-nine annual installments of principal repay-
ments and interest shall ve equal, calculated at the rate
ol ¢$21,723,.00 for each $1,000,000,000 of the line of
credit drawn by.December 31, 1951, and the fiftieth annual
installment shall be at the rate of $31,340,736.65 for
each such §1,000,000,000. Each installment shall consist
of the full amount of the interest due and the remainder
of the installment shall be the principal to be repaid
in that year. Payments required by this section are
subject to the provisions of section 5.

(ii) The Government of the United Kingdom may
accelerate repayment of the amount drawn under this line

of credit.
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5. maiver of interest paymeats. In any year in
waich the Jovernment of tne United Kingiom requests the

v

Jovernment o!f tne United States to waive the amount of
the interest aue in the installment of that year, the
Jovernment of the United States will gzrant the waiver
if:

(a) the Government of the United Kin-dom
finds that a waiver is necessary in view of the
present snd prospective conditions of inter-
national exchance and tne level oI its gold and
foreizn exchange reserves and

(b) the International ionetary rund certifies
thet the income of the Uaited Aingdom from home=
produced exdorts plus its net income from invisible
current transactions in its balance of payments
was on the averaze over the five precedine calendar
years less tnan the averege annual amount of United
Kinrdom imports daring 1936-8, fixea at £874 million,
as such fizure may ve adjusted for chances in the
orice level of these imports. Any amount in excess
of £43,750,000 released or paid in any year on
account of sterling obalances accumulated to the
credit of overseas governments, monetary authori-
ties and banks before the eftfective aate of this

Agrecment shall be regarued as a capitel transaction

A g end therefore shall not be included in the above
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calculetion of tre net income from invisivle cur-

- rent transactions {or tnet je«r. If waiver is

requested for an interest payment orior to tact
aue in lUdO, tue averege income siall (e conouted

for tie calendar yesrs from ludU turcucn tne jyeer

.

oreceains thet in wniean tie recuect is nmade.

-

5. neletion of tuis line of creait_to otuer ovli-a-
tions.

(i) It is uncerstooa thut any amounts required to
discherge obligations of tne United ain-dou to tunird coun-
tries outstandinz on tie efrective dete of this Arreement
will be found from resources other than tiis line of credit.
) (11) The Government of tue Urited Ain-com will not

arranve any lonc-ter: loans from roveranents witnin the
sritist Commonweelth after Uecembver £, luan, and befure
the end of 1951 on terms wore tevoreole to the lender
than the terms of this line of crecdit.

(iii) waiver of interest will not oe recuestea cor
allowec under section 5 in any jeupr uniecs tue a--re-ste
of tue releeses or payments. in tust jyear of sterling Lal-
ances accumulated to the cre:it .f overseus -overnme:ts,
monetary authorities ana bands (except in tie case Ut
colonial cepencdencies, before tne effective dzte of th
Acreement is recduced proportionately, anc unless interést

- payments due in thet yesr on loans referred to in (ii,
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terlinz balances shall be cal-
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culated in relation to the aggregate released and paid

in tue 7ost receant year in wiich waiver of interest was

(iv) D[lue aparlication of the principles set forth
in tuis section szall oe tue saoject of full consultation
betacen t.e two goveranments as occasion may arise.

[ne Jovernment of the United Kinsdom will complete
arrangemnents as early as practicavble ana in any case not
l-=ter than one year atter tne effective aate of this
arreement, unless in exceptional cases a later date is
ar-ree. upon af'ter consultetion, under which inmediately
atter tne completion of such arrangements tne sterling
receizts from curreat transactions of all steriing area
countries (apsart trom tny receiots arisin> out of military
expenditure by the Government ol the United Kinwaom prior
to Lecemver 31, 1o45, to the exteut to wuich tney are
treatea by erreement with the countries concernea on tne
sane basis #s the balances ac~unalated during the war)
wi.l be Irecly availavle for current transsctions in any
carrency eres without discrimination; with the result
that any discrimin=tion arisin: from the so-called sterling
@rez dollur pool will be entirely remnoved and that each
menver of the sterling area will have its current sterling

cne dollar receicts at its free aisdosition for current

“aalla
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3. Jther exchance arranvezents.

(i) T[he Joverrment of the United Kin-dom azrees
thet elter the effective dete of this Agreerent it will
not apply exchenge contrbls in such a menner &s to restrict
(&) peyvents .r tra-sfers in respect of products of tne
United States perritted to be imported into the United
Kingdom or otuer current transactions between tne two
countries or (b) tne use of sterling balances to tue
creait of residents of tue United States arising out of
currert transections. Nothing in tnis pare-rash (i) shall
affect tie provisions of article VlI of tue Articles of
Arreement of tne International .onetary Fund when those
an articles have ccme into rorce.
(ii, [lue 3Jovernments of tne United States and the
United Kin~doun agree tnet not leter tunen une jeer after
the effective date uf this arreement, unless in exceptionel
ceses a ioter date 1s «rreed upon after censultation, they
will imnose no recstrictions on tayments and trausfers for

eisactions. ilue obiic-utions of this perugreph

(a) to valances of tuird countries and
treir nationsls eccunileted vefore tuls pars;rapu
(il) cecores efrective; or
~ (bj to restrictions imposed in conforxlty
with tne articles of Agreement of tze International
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sonetary Fund, proviaea th. t tne joveraments of
the United Kinsdoxm end tue United ot:tes will
not contiziie t. invoae tue pruvisions of article
XIV, Section £ of those articles atter tnis
oura-rach (ii) vecomes efrective, ualess in
excestionsl cases efter consultstion they egree
otheraise; or
(¢) to restrictions iuposed in connection
with measures gesigned to uncover and dispose of
assets of Jermany and Japan.
(iii) This section and section ¢, which are in anti-
cipstion of iore comprehensive arrancenents by multilateral

arreement, shall operate until December 31, 1951.

9. Import arrenrements. If either the Government

of the United States or tne Goveranent of tie Unitea
Kingdom imposes or maintains quantitative import restric-
tions, such restrictions shall be administered on a basis
which does not discriminate against imports from tne other
country in respect of any product; provided that this
undertaking shall not apply in cases in which (a) its
application woula have the effect of preventing thne country
imposing such restrictions from utiiizing, for the pur-
chase of needed imports, inconvertiole currencies atcumu-

lated up to Decemver 31, 1845, or (b) there may be special

necessity for the country imposing such restrictioas to
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assist, oy measures not invoivirg a substantial aepar-

ire Irox tpne ceneral rule of non-discrimination, a

co :ntry wnese econoxy has cteen disrupted by war, or

(c) either ~cvernrent imposes quentitetive restrictions
havir~ equivslent effect to any exchange restrictions
-wi.icn that -overnnent is autborized to impose in con-
formity witn Article VII of tne Articles of Agreement

of the International «onetery rund. The provisicns of
tiis section shall become effective es soon as practicable
but not later than vecember 31, 1C45.

10. accunulated sterling palances.

(1) Dune Government of the United Kingdom intends
to make ajsreements with the countries concerned, varying
according to thne circumstances of each case, for an early
settiement coverins the sterliing oalances accumulated by
sterling erea and othker countries prior to such settlement
(torether with any futire receipts arising out of military
exnenditure by the Zovernment of the United Kingdom to
the extent to which they are treated on the same basis
by agreement with the countries concerned). The settle-
ments with the sterling area countries will be on the
besis of aividinz these accumulated balances into three
caterories (a) balences tc be releesed et once and con-
verticle intc any currency for current transactions,
(b) balances to be similarly relessed by installments

over a perioa of years be:inning in 1951, and (c) balances
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to be edjusted es a contricvution to tre settlement of

w-r and tostwsr indectedness 2.d in recognition of tke

-

veasefits which tLe countries concerned ri-ht be exvected
to ~air frox such a settlement. The Sovernment of the
United Rinscom will make ever, enceavor to secure the
esrly comzletion of trese arrcngerents.

(11, In consizerction of tne fact tust an imoortent
ourpose of the psresent line of credit is tuo gromote the
cevelovment of muitilateral trede and faciiitete its early
resuaotion on a non-discrizinatory vesis, the Jovernment
of tre "nited Ain:;aom azrees taat any sterlinc palances
relessea or othlerwise availsule for carrent oayments will,
not later than one yeer efter tne effective dete of tuis
azreerent unless in special ceses a later date is agreed
ancn zfter consultction, ve treely availeble rur current
trenscctions in any currency ares witiout discrizinstion.

1. Lefinitions.

for tue purooses of tnis A-reerent:

(1) TIhe term "current transccticns" suall
nave tre meaning orescrited in article AIX (i)
of tie Articles of acreement of tie Interaational
.onetary rund.

A\l

(ii) Tue term "sterlin: ares" iesnus the

United Rin-com and tie otuer territories .ecl: red
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area) (1o

. £) dr.er, lui4, to be incluced in

- the sterlin: zres, nemely "tue followins terri-
tcries exclading Cansda wnd lewtounalsnd, that

ig to say --

&) any oominion,

(c) any otzer psrt of His Majest,'s
12:ainions,

(¢) any territory in respect of which
e mendete on rtehulf of the Lesue
of Jations las teen accepted by
ris dajesty ana is veinc exercised
by zis .ajesty's icvermment in

™ tne Unitec Kin-aor or in any

Lominion,

(a) eny 3ritisn protectorate or protected
State,

.e) bRkgypt, tie Anglo-kpyotian Sudan and
Iraq,

(¢) Iceleand anJ the raroe Islands."

12. Consultation on Asreement. Litker soverrment
snell ce entitled to approach tue other ior & reccnsid-
eretion of any of tone provisions of this Azreement, if
in its opinion trne prevailing conditions of international

F
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v 115

exchange justify such reconsideration, with a view to
agreeing upon modifications for presentation to their

respective legislatures.

Signed in duplicate at Washington, District of
Colurbia, this Sth day of December, 1945.

For the GOVERNMAENT OF THE UNITED STATES UF AXERICA:

.
‘;, i = cb \/} . (L—v/\_a_ h\/

Secre?sf?fo the Treasury
of the Unfted $fates of America

For the GOVEKNMZENT OF TEE UNITED KINGDOM OF GREAT BRITAIN
AND NonTHEn 1nELAND:

Els ¥ajesty's Ambassador Lhxtraordinary
and Plenipotentiary at Washington
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