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THE DECISION ON GOLD

The XNEW AGREEMENT
gobd arrived st by the Inberim
Committee of the International
Zonetary Fund, enrly thiz month,
denodes o compromise  settlemenl
hietween the view which demon
ded total dethroning of gold from
its lH:{Ile""'-tiI: 15 4 FEServe Currency
in respect of intemational moe-
tury svetem angd the demand that
the olid foed exchanee rates linked
to an accepted gold price shonll
be restored as early as possible
Twenty Finonce Ministers, each
representing a Jeading member of
the LALFE. hove agreed to the
following decisions :

i1} The ofhcial price ol wold,
piz.. US S42.22 an oonce, will e
abolished: bt fn order o avoid
clistortions in revalualion, the cen-
tal banking anthorities wonld et
ujr condlitions for trading fn ;,:rrl-e|.

(2] The tobtal stock of gold now
i e Dyannehs of the LM.F, wwl ihe
monetary authorities of the Group
of Ten countries woull not be in-
creasa] -e||1ri'.=:_'| the Hfe of the new
arraneement (e, lor beo more
Yearsh,

regarding
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I:'3: There should he no getion
to peg the price of pold over a
bwn-vear periad,

{(4) The LMF, swill e allowed
tr sell o portion of ity mold hold-
ings to aid the ||.|.'!'.'E!1r:-|:-i1'|g ko,

(51 The LM.F. would zell one-
gixth of its oold holdines and use
the profit to estoblish o Trost
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Fune to pssist the most disadvan-
taged of the developing nations to
meel the Lolpnee of payments
|'|i|:-]||-e:1|'|'{ which lecame acute doe
to the hika in oil [ lepg:
amount of geld e e sold yweonld
he-about 25 méllion oconees aned,
at the current market prices in the
region of % 160 on ounce, 5 ex-
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to bring in about $§ 4,000

1 ond out of this ot
million would be avail-
le for financing the Trust Fund.

(6) Another onesixth of the
i_r_ul.d holdings of the LM.F, would
e returmed  to member-nations
who originally contributed it as
part of their subscription to the
ILMF. The mte po be applied
would he about 41 dollars an
oimee ar at the affieial prica of 35
Special  Draowing  Rights. The
remaining two-thirds of the hold-
imgs will remain with the LM.I

The cumulative impact of the
decisions cannot he fl.l|.|.}' realized
at present, since much depends
upart how  far  the memlsers
countries are anxious to use gold
onlv &% a commodity of trade and
ILlIII a% a1 shore of !II;IJ'-EI-‘!“I-I‘}' value,
It % elear, however, that Fraoos
will he reconciled ta the move,
though  gradually, to depose
gold  from its monetary throne.
Sll, there is no final agresment
among the warious governments,
who hold 2 mojor  share of the
world's stocks of gald, as regards
the role of the yellow metal in
intermantional lmi.ﬂ'l'llﬂﬂ transac-
tioms, The U5 is anxious to sell
gold, She removed the 4l-year-old
ban on private ownership of gold

andl decided to sell two million
ounces from  her stockpile ut o
public auction on January 8, 1875,
This led to heavy fuctuations in

ld prices in the free markets of
the world and contribured, as an
adeitional reason, o the governi-
ments not pegeing the future of
internotional  teade on snel an
unstable reserve like gold, France,
whi hal earkier wanted the return
of the entire gold holdings of the
LALE., will now he reconciled to
the move for the gradual remaval
of gold from ity poesition a8 a
rosarve currency, The West BEuro-
poan countries  wimted o warld
monetary  system  without gold,
bt desired to- have their eurren-
vies  stabilized  in  relation to
mold throngh some agread formnlo,
The USSR, a pgold producing
country with Ltul.ﬂ[llEll:‘ﬂEl!l:l stocks
of gold, iz known to be averse to
any trend that will depress the
price of gold. South Afriea’s atti-
tude was wall-knewn and she was
koeping her gold  stocks  away
from the markets.

Az far as India iz concerned, the
reaction to the decision taken ot
Wmhiu!lun l:l}' tha Finance Minis-
ters of the 20 leading  member-
countries was  expressad by the
Unipn Finance  Minister, Mr
C Subramaniam, who stated that

PATCH-WORK

Dr. Kissinger's efforts for a Sinai agreement betwean
Egypt and lsrael have succeeded

(Article on page 4)
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| EWARAJY A shares with iis
repders its pleasura in adding to
the wariety of sublects dealt
wilth in the washkly, particuiarly
the new feature on TEMPLE
ARCHITECTURE. The issues dated
Saptember 13 ond 20  ecarvied
spegial articles on  this topic
Wa ghall continua this distinctiva
| fenture  In our  future  issues
as wall.

it weonld have the elfect of creat-
ing o massive amount of liquidity
in the hwnds of a small mumber of
developed conntries, thereby alier-
ing the allocation of  SDRs and
Ly |.".||.-||[l'.'|.'|1'|c clistribtion wmong
the LAMEF, members. The aboli-
tion of the official price of gkl
will enable  member-eountries o
dispose of part of their gold stocks
and realie about four bmes the
olficial price wnd use the receipts
for tackling recession in thefr eco-
nomies.  Geld rich countries will
thus reap an immediate benebl
ariging from a decontrol in gold
prices, But, for countries like
Indlia with very little gold Lold
s, the decision has nothing -t
offer but that o part of the gold
holdings of the LMF. will be
usel for n Teost Fund to Dhenelit
wenker natims. It is felt that the
LM.F, hus not taken any maejor
step to strengthen the mle of the
SIML ax o uwnib oof aceount  For
world  monetary  system. As the
S will secount emly for 5 per
cent of world trade  fransactions,
the position remains that only the
il rieh conntries will gain by the
ahandonment ol the IMEF soper
vigion of  governmental transac
tinns in golid. AL the same time
the delay in  arviving  at o finsl
solution ' in respect of the warld
monetary syslem wonkl encourage
further continnance of the foating
rates’  systerm  rogarding  dnters
natlonal  curvencies,  which  has
already adversely  alfected deve-
loping nations. Today, the Major
Powers appear tn be viewing the
Tusic prohlem of waorld monetary
avider, not from the interest of e
prowing needs of [Eoorer nationg,
bt only Trom the velatile situation
created Ty the il politics, Arab
meney aal its vagaries and the
prevailing world-wide inflation,




