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IV. SETTLEMENT WITH A CUMULATIVE SURPLUS COUNTRY IN RESERVE SETTLEMENT ACCOUNT
(Million Dollars)

Derosits oF DEFIcIT COUNTRIES IMPUTED SETTLEMENTS OF DeFIciT COUNTRIES

ountry A: Deposits ....oovviiiiiiiiii. 500 Country A: Deficit. o cueennennnenainnnaannns 100
Gold ovviiiiii 250 Gold .....ooennn. .. .. 50

Foreign exchange ............ 150 Foreign exchange . 30

SDRS «.vviviiniiiniinenenns SDRS ......... 20

ountry B: Deposits .....oovvviiiiiiiiien, Country B: Deficit. ... .. 200
Gold .......... 00 Gold ............ 80

Foreign exchange Foreign exchange &0

S i SDRS cvvviiiiiiiiiiiiien 40

ountry C: Deposits . . Country C: Deficit. ... 300
Gold vovvvviiiiiii i 800 Gold vt 200

Foreign exchange ............. 100 Foreign exchange ............. 25

SDRS v tveiieeiininanennn 300 SDRS ttviiiiiee it 75

suntry D: Deposits coovveviiniiiininennn. 800 Country D: Deficit 400
Gold vvininiiiiieiiian 300 Gold 150

:‘.Settlement with surplus country is one fifth of ths gold, foreign exchange, and SDRs in imputed settlements of all deficit
antries.
1d markets. The deposit of dollars and sterling in the stated in the outline of the plan for Special Drawing
sserve Settlement Account would prevent the con- Rights. It would assure the use of all reserve assets in
wed accumulation of reserves in this form, obviate international settlements in a manner equitable to all
2 risk of massive conversion of these currencies into countries, whether they have a surplus or deficit. The
Id in a time of crisis, and facilitate their gradual Reserve Settlement Account would obviate the need
uidation and replacement by SDRs under appropriate for guidance, adjustments, and reconstitution of holdings
nditions. The present foreign exchange reserves in the administration of the Special Drawing Account.
»uld thus become a fixed fiduciary issue in the inter- With such a system, no participating country would
tional monetary system. The assets held by the have any reason for limiting its acquisition of SDRs
serve Settlement Account would be either gold or to any multiple of its cumulative allocations. Thus, the
Id-guaranteed (foreign exchange and SDRs). The SDRs would, in fact, be a reserve asset without quali-
:serve Settlement Account would earn interest on its fications of any kind as to their use in international
-eign exchange holdings and on SDRs. It would, settlements—on precisely the same basis as gold, dollars,
>refore, be in a position to pay interest to participating and sterling. This is of basic importance in an inter-
untries on their imputed holdings of foreign exchange national monetary system in which the growth of
d SDRs. reserves in the future will come exclusively from new
issues of SDRs. For this reason, the establishment of
The operations of a Reserve Settlement Account a Reserve Settlement Account is an essential step in

wuld be in complete harmony with the principles the evolution of the new gold standard.



