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Dear Sir kicherd,

1 stiach & Srief sumuery of the mﬂln pointe 1
wa6 trying to siress in our conversation tod ay.

Keynes did not seen 10 dissent but they muw
of course ent-il certain caunges in cnie draft planned for
ihe Bank. I von.er il you rould thing . ouess 01

set cut \rD01~~1> vhet =mendasents vouls be rezulrea to
{ wes expros.ing?

bring it 1rta lins vith the ideas vwaich
I feesl thict il 1o Clweye beiter to linve Lhe aelozr set
this uite

concreiely «s 08t Lble. I could do th
Ve

out us
easily and let you heve 1 for llonue

.

¥ et er Luch suendasnts would Lelp te cunelise

EAW S

discussions 1 a0 nol (nOW.

Yours sincerel
4

Sir Richard Hopkins, K.C.B.,
: Treasury Chambers,
U. Wo 1.



et g

1.

2,

m
3.

L

5e

6.

Te

8,

HOTR OF POTINTS 2AD% I DISCUsS IO OF
ne 3R 26th,
D oS T LT

As we are, anyhow ostensidbly, asking the credit
countries to make a large conceasion, it seems that we should be
satis fled if we get the main point and that we sho.ld net ask for

additional co.sdtments,

The main and sufficient concession aprears to me to be
that the central bank of each country should receive cheques on
the central clearing bank as lagal discharge of debt and should
only utilise its balance at the elearin; bank to buy other
currencies [rom the clearing bank al par.

dnor points, such as assistance in policing and L
eontr~1l of capitsl movements could he relegated to a subsidiary
place in ithe discussion,

"n particular it secme to me that eredit countries
should not be subject to sanctions if they do not use their credit
balance. They have an obvious economie motive to Go so. mut
there 15 sn age long tendeney for ecountries to wish to boost
exports and restrict imports, which may be ineradicable. Provided
that the credit countries agree to mabe the concession specified
in 1., there is no need te bring pressure to bear upon them to

utilise their eredit balances, should they prefer to let them
accumulate rather than taXe the necessary msasures to stimulate
exports or {oreirmn lending.
(Y4

¥hile the general point/the credit countries are as ed
to concede is apecified in 1. it 1s incumbent upon us to show that
the clearin: bank will be based on a workahle system,

Some sanctions are required for dealing with excess-
debit countries. It follows from .. above that the eriterion of
an excess-debit must not be its absolute size., Ior, if the
eredit countries choses to pile up balances the debits miyht rise

automatically to any figure speceified,

It follows that no sanctions should be applied to
debit couniries as such, but only to those countries whose debits,
when adjusted telsthe sige of the country, are considerably in
excess of the averaze. (A country's debit divided by the value
of its overseas trade might be called its dehit index.) Countries
whose debit index had stood at more than double the average debit
index for more than 4 year might be specified as requiring
superviasion.

o These countries seam to fall into two classes, namely,
1. those who have got into this condition through lack of proper
eontrol and 2. those whose fundamental economic conditions are
irretrievably unfavouradle,

: Before procesding to sanctions the clearing bank
ghould refer the matter for consideration by.Anglo-American body
empowered to act discretionally (e.2, an Anglo-American Investment
Board), This body would decide whi‘h gountries belonged to the
sscond class, and ir dag éntenéd 423¢%eﬁb - devdoping these w4
interesis by the use of international funis 80 as to set them on ©
their feet, sho:uld recommend them for a respite before sanctions -

were a nlied,

Sanctions should be applied ggmtha first class of
these excert excess-debit countries whiel fight conslst of a
restrict on of exports.to them in the firet instance followed, if
necessary by removing them from the ambit of the clearing bank achene,




