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A noteworthy feature of the Monetary Fund proposal is that, hesides providing for
certain requirements and limitations which are necessary 1o make the Ifund workable, it
provides also Tor a good measure of flexibility, thevehy ensuring that the rules ol the Ifund
are sufficiently  adaptable 1o deal with speeial  circumstances and vieissitudes affeeting
member countries.

QUOoTAS

[ach country which cleets to join the Fund will he required to lodge with the
Fund the amount of its quota (as specified in Appendix B of this report).  The aggregate
of these quotas for the forty-four countries represented at the Conference is $8,800,000,000,
which is equivalent 1o £(N.Z.)2,750,000,000.  The quota assiencd to New Zealand s
$50,000,000, or £(N.Z.)15,625,000.

Though at the outset the quotas representing the subseription to be deposited in the
Iund are limited 1o a fixed figure for cach member, there is a provision for review and
ad justment where appropriate, but alwavs subjeet to the consent of the nember conecrned.

The following table sets out the composition of the New Zealand quota subseription on
present indications - —

£(N.Z)

(a) Subseription  in gold -(de., 10 per eent. of  official
holdings of gold and US.A. dollars) Approx. 750,000
(h) Subsceription in New Zealand curreney .. .. 14,875,000
15,625,000

The method of making the subseription available to the Itund would be as follows =
(1) The portion payable in gold would be delivered to the Fuund and held in a
depository  designated by the Fund in accordance with  Artiele X111

Scetion 2 (b)Y of the Fund Agreement:
(b) The balance of the subseription would be eredited to the Tund’s aceount, in
New Zealand curreney, in the books of the Reserve Bank of New Zealand.

TRANSACIIONS WITH THE [FUND

The procedure according Lo which {ransactions hetween member countries and the Fund
would take place may be illustrated by the following example

(@) The New Zealand Government, throueh the medium of the Reserve Bank or
otherwise, informs the Fund that serling to the value of £(N.Z.)2 million
is needed to meet payments to (say) the United Kingdom in respeet ol
current trading transactions:

(h) The Reserve Bank credits the Tund’s aceount at the Reserve Bank with
£(N.Z.)2 million—-in return for which the ['und authorizes the Bank of
langland to  debit the Fund’s account at that Bank with the sterling
cquivalent of £(N.Z.)2 million, and pay the amount to the Reserve Bank’s
ordinary working account in London.

The results of this operation are as Tollows:—

(1) (@) The Fund’s  holding  of New Zealand  curreney  has inereased by

C(N.Z.)2 million:
(b) The Iund’s holding of sterling  has  deercased by the equivalent ol
£(N.Z)2 million.
These Lransactions balanee cach other in the hooks of the lfund.
(2) (a) The Reserve Bank's deposit liabilities in New Zealand are inereased by
£(N.Z.)2 million:
(b)) The Reserve Bank’s sterling assets (held outside the Fund) are inercased
hy the equivalent of £(N.Z.)2 million.
These transactions balance caeh other in the hooks of the Reserve
Bank.

Conversely, if, not having other resourees available, another member desived to acquire
from the 1fund New Zealand cwrreney to enable it to nake payment for goods purehased
from New Zealand, it could lodge its own curreney with the und in exchange for New
Zoaland currency, and with the New Zealand eurreney so acquired it could make paymeut
for New Zealand exports.

The offect of sueh a transaction would be to decrease the Itund’s holding of New
Yealand currency, and correspondingly inercase the Fund’s holding of the eurrency of® the
member which initiated the transaction.

I'rom 1he nature of these transactions it will be seen that the Fuud is intended,
not as a clearing-house for international transactions, but as a means whereby the
forcign exchange resources of members may he supplemented ift and when the need arises.

In order to safeeuard both the cffectiveness of the Fund and the interests ol its
members as a4 whole, there are limitations on the extent to which a member can lodge
its own currency with the Fund in exchange for the currencies of other members,

This applies both to the amount which can he availed of in any one year (namely,
25 per cent. of the amount of the member’s quota) and to the maximum cumulative
amount over a period of years (namely, 100 per cent. of the amount of the member’s
quotit).
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