
.|
I.

EIiAMITh IV

FOREI@ rutcltAt{GB Rs.,SfrVS A^F|D
ilsfiffiARx SSSEHI

It ls a vqry complex tagk to determlne ttre foreign
exclr&nge-rss€qves of Hal"aybiars of,flolal bodles e$d nonetaiy
authorlttes. Ih moet eountrtes, the fantral Benk ls &e
eelrtral l holder of al1. these res6rvee I wlth the *oamn€r:elal
b:nks holdlng only wori.in; balsrc€sr lisvever tn Halaysia
the rs$sF?€,a &Fs aeatt*red" ithls e$n b€ exFlatr:ed by the
nonetary syetem whlch ua have lnhertted from our eolonlal
paat. Au- tfil.s *tage se only vent to know tha posttton of
thc ressrv€s l,rt reLatlan ta the proapectlve nceda of
:&laysrfe and hcnr these feservei can be utlLtsed for develop-
meat- p},ass and to l,rnprova ths bsLrnse tf payments posltlan*

The holdifii-B sf gold and forelgn erehange
ros€rvss Ef l{Al,aysla &r€ qulte ample t the holdtngs ln any
sn6 yser betng abla to flnanee about ten nonths of eurrent
fmpoi-ta of Urat yeqr. The lroldings_9f gq19-and foreign
exlhanee rseerve-s for th'r perlod IS6L and 1.365 atre strown
ln Table 10.

The gugency Boardn ul:icli stlll j-ssues currency
for kfsyai;r Aruaef ;nA $lngei:olel holds.res€rves uhleh
clreul,ates 

"njt-o"ri-m Helayire but also ln the other tso
i6,*tri;;; 

-"H*-tabre 
balor*- shows aleo the breakd.own of ti're

;;;;#ia-[era-w-vnrroua nonetary authorlst'sr Those

suthorltt ei Ineiuee 1i€-o"ry. tHe- Hal,,ryslan Governrnent ltseLf
but also "drioil*-nu5iie 

an.,ihorltles anil i.'ost t fftee llavlnss
Benk* gtdi;i Fur eonmerelal banke eonslst cf net over-
;*;-a*icta- ;f lqafuyslan Commerelnl banks'

:lfifiilil; .:tffi:t#"#*fi"*J[ F;54-;itu1;i-;t 'l i36o-
---_

t'ialaYan ( CenUerra 1?63 ) P' 'LrY

Uncler the rrrgsent lnstlt:;tir:nal &I'f8.r.J..'l"eruentg 1 all
ths rsseryui"if 

-{Un'Xonu{.iiry Authoritles can be nadr :,r rri 'L'? *'*

;il.1="ti"m addltlon therb qre. r€$€rves her"d. by other ba-

dles nEt 11iie&-Jugy*, ;;ft- -f-whlch courd also coneievablv

be nnobt&tr*,i"iiu*siFt il"-uu-resirdee as seeond llne of
rsssry€rr'inffi6 i[ii[-'tg-eg SXgX':?f'f::*II*ir:*.lt*HFl$3**
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Footnote I L" i rel"l.ntne ry

2n tho merrret value cf forelgn soctlrltlts ln
,-:f f lcl"al fssBpve:i lneLuie ctlsnrios tiue tn rilvci].u.,, *ifir.
,ince thoss reval"uritlonE de not refiect bnl.rn*e cf liaynenti
tfsnsaetlOn pfopcf , ennUn.l Fg:lr:xV(: Chirrgcs :hol:n tn thi.s
': able a16 not entlf eLl' conpn r'ablo r.rlth thil eo?rCIsf'cnrrinl
: s:.gf?g ehsnge s lb the b.:I*nce of pn]frr.rrit,rr n

$ouree s etlk llegar* l'la1aYsia Annua1
$tatenent of Aceounts l]65

Rencr:lt ithd
pr 39.

trid iOar: be egpscta{ to bc lafl,ier- i'n :?S5u Agenel'r hc'u:es a;:11

u-ttl*i-bfituie" boo:1es prrb*bly hcl,* Lr,it'ge 3:qr-ierv*s $1'*r'r: *i"! $ *

r;I#eGaF-3ii**ui on thbiig. arP. 3c! evatls!:ul . jJ?l::'r*'r 
? ":'r! aj*;i} 

f 

- 

i$[..$ if t I*g"u ]t; tt [i ai;t'J'I i 3.1I ?f; 5' I' l' 3 ;: 
: 
i5'rJ .
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Nt egf, b olupfTg{ the$ t&et t{nlEys*a I c ferelgnareh'ns reggrria i, .li*;i;g$;llqo*r. For srqapte art&e' sfts 
' 
sf, lffil gt stoeat ri sei6?s m1,L[ton. rn t&s klanceor Farcffit€i t&ia r-|!et"ii i-f,is ntrtlon tnereeee rnras@rry*ar _FS? &SGa Aqsd in€*r*presaat ,e4eotlf the sffine-arcuat ef thg taer6Cee ;i-;#-i"***** beeauee sf reqaruattonof l"nyea(kuta, E-v 'E

pr r?1rr- STdE.8* 3';ffi f i, i Ei:"'ffi*gffi I t#$ lfl**ea Eilehttrr esffarear-p{a*ur;;--;#'a"iiiiiis iilFrff"fugoads aH sertleee n einbineJ -siih-rh; 
ffitdoGi-lrf fu-teve'+f Pil$tf _traref,ai wrefii* ;il;"i-;-dE"iia ro e rcrersal

*e t4c .bB*+es- i{-FgiGtnie 
-onlcl*rent 

aeeE*nt frsa a saaeab-le surpleg 
- Sp }ry- ta & aeriori-efGr td€t; fbere has baen

? aubetanFs^g:r$ie ln rhe-iet-rofr"H;i piii"i*'Ti,rg*t*rp €pge€+ €?€F rtre pertod fer Gt;;tu*;i ilrh-fi rh-agrlcu{tqe1 eecter anh 1rr the {ndustriei-sectorr --offf.ctel
loang fu Epvernaant end internattsnei-u"e."ir"iroie-anabrrerlsga lp erkets ebroad have areo lnoieased, - r["erodb *$ $lt theso ssussas sf est6*l f:inaseo'timriverl
*tee ept bffi cuff{atang ts eetctrr ee stBrrgg-rn thd:aurrentecwtlEt ba&nnsf tttth the resu:.t thet a aoderate dre,$dswnof teteX farst$n asaata ues requlred after Sgea. thl; fiasrsaulte{ t.n t&C docrsase l.rt forelgn exchango rsssrrgs tn
1ffi31 and 1t64f

: Sottwcrr st the ond of 165 vo fLad that elsystafsnet totel holdlnge of, gold and forelgR orcfiange rossrred
stmd at $Ar?W elltloar Lf these SlrfiilL uaa held by the
oentrsJ. maritsry euttrrorltlese lnclu4{ng Inl{.ir. ,goLd traneh,-,.
974{F ni! 1,&m !r&8 sltlt the Seatre} &avemment I $g? nllllon
rrith the $tate 0orernnents , FLffi vt th tlhe 0o*ernnent Aganol€s
and Rlbt[* Autbcrl,tles end-Sffi2 rnLlllon trttft t.he eeffiBerelal
bar*rksr (eeo $eb1e abovaln

In add,!.tion tt; tbe rsserves aF?vgn ttglay-sla: }1ke
any sth*r dOuntrtos laq & drar*tng ggtgntLal wtth tha l.hi.ir.
fEa=t*-lti Srass I.FI.F" poqllion (twtce lte J.Fl.Fr quok
mG[g-thd fofrati holdlage of lte-cnruency) a$d_roFrssggts t*re
Bu{intfef batrfbutfg,n*to Haleysta | $ reeeffies due to lts
;ffirb€;i[rp -af the f .i'[.F'

Thc questlon tbst-remalns tq.b* asked ts; what
shoul6 36, gfifi-afrproprlate polIcy. f@gardiag- the reserses?
i$;;1,[s-iaff6 6& ebspl*qattone 1n connesti.on '*tth t*ra
inn$staf.:lf Sy[isi-fai &'s$m@ntn on€ ean regard the prosent

f,'SS*



gsld &,&d,, f,orergn exetu*gc hardirag. cf .Harey$ia s$ qdsqqatet8,. ds81 lrrte afrorgsnareH-1n-G;""lnor,t-r6:- F*r a 
'*nger

t*re" en*,' gs'R.$*ke=ssri:*,g- uio.ree'ttons :-Fo" 
exauple 1 retus ;3$ppaesl 4 " qrtrl$*ir-g;;r*' tluit €xpo't earnrnssrsalned coasta't r whrri-ir*i-I*ierts rnciease at sfr peratttrEr lt ls estinai,ed tt"i t[;-;;;*ilii*Eoura pay rheextra lEpoIlB,for g$_ ygur"-uuio"u- i[;-"iluir", are complo-!:lv_:*Il!:al ana-l:itaysrJ -i.ora 

hcye ro borrou rrom T . hi . F -sno erseHae8g er to drev on seeondery reserves of her ohrlr orn practtae , lfgy:r,. lt ts triir.ely' rha[-; 
- 
itriie-'Gport

b+l--l Fl[l b,{6 Freetre$ible i; *Gse etreusararesg*o eh*
3$juement aebhanJ.sB of ouF *oie[""rr- ;y-;#-';iii n"ioiuthet suqh an eventuality ytll net nippi*. --

th.e next qus;:tfolr tsI Is it a good poller for
idalayp{a t* kaeB sueir e !.arge ?e*srys *rn}iah ebuld bthervtse
i:nva bm Bors prsductlvely-utillsed?

j' ., , trt *e ftes arge+d that t,t lE sxtraordlnary for
C ogpnt{f Ilke l&laysla to holcl sucn a large rss€rve overseasln ths',,fsre sf lnvaataenta 1r-r other countries" ?hls after
aLL te c_ einple_ foru of, forolgn iendtng and a develonlng
*ountqy llke ltelayste cCIuld vsry welL utillse tlrir capltal
for developaset at homs. Tbe offlclal stand ficwevern le
t&fit tJto holdl"ng of forelgn r€$ef,scs ls & fsrm sf lnsuranee,
a say of,,nst,plsclng el"l" onere efrSB ln ons basket. Thls
I,nsura$Oe ts of rltal tu:partsnco to Halaysla, betng so
ovsgEhsts*ngf,y dependent on lnseeure expqrt of one or two
products* ,fut, otte s'lght_arld thst the offtelal sts31C {s
isthAf tocl,.cauttous , It ts Lndeed & vaste of rsseryes
eapec3.g&}y ln the t'aee '.)f posslble rlslng lryport relatlve
to' ggtpoit- eagqi,ngs and poEslbly. evcn a decllne tn _eltpoTt
eag'afflgs,fl,a ln, pfospect, t'fie rls{96 lmpart den*nd ls due
to ttis'inerea$a- ln becnonle seti,vl.ties. It vould not be &

*f se 
-soft"ol - 

thcrefole to keep- such large Fe.;erves at the
6fren"d*si- deYelopnent tt"quqh p de ercasa 1n imports,
itr;ieiere there xii no polnt tn keeBtn, vast Fa$erves
tndaffnlto}y.

: Tw slqguggtances $uetlf}F the rtm:--ln5 cr-om of
roseffiss e,it6tintietr,r'" l+ trre first instance it r:sulc lie
Jffii*[fru[6'il:$;u'-aii,n the reserl'oi lf there ts r: d-r*,'stic

cle cltrne fn *gport eernin;'; ' -;rsh {9uy1?; dor';:: cf re ;i'}:'1cs

*s*rf, be sslTllida on tni. egou*'rl* th*t tt HC:-jl{tr natr:tair:
conersrpt*on*jfr&-inveltndi.t-level fcr r. peric,l. tllis eventual-
rty sns *r*#F'Ic&l't;;;;*tly tLr* ev*ntr:.urftv a;ar::;t ui.iLsii

S?htd, p* l*L
-StrD



ffitr 
'tres6trF-1on have boan s$eckgd Ep.^ @ever ths sovernsentm' r*&r , w$tfs{ t[-a fi ib;r*d-a+iq, $eve].eseat pts$cryffi@*|.$s {$Si6,' ffi,T*;&il- ro e rs&r r* r*bkrprleer- Hatb such r*Tg" rsseivri-&;L;ril-?da- iliiIi" )cottld have safeEr u{[Ii"&-iii'i"ur*", ult"hsut cutttsrg doryrreryandlt&Fe.

FLg -sgoogd tnata?co rben part of Ure reseryesqgurd Justt*iablr E* nlec-iJ-sffi;-ri-liori G-o"Je-l;='ftnenee eanbltlosb deveio*S+a""Tn.",itilil;'no6o"r -ir*ot
nust- k rm11-141d 

"nA 
o*iuUfu JF *x"cutlen. .;ueh plans

shsur,6 aat tr eaertfici&-F6r-ruit of rrrnrrs auf*ff il*ffih roeryort eeratags, or e rlsa in Gporir-or-;o6e; fra*rifrtn*"oF bst&'

It, fl}'[ b€ gpser.r*d thst sh6n t&s plans aratrell -laf d r tFe _ eoeiel returnE to Xslayirs ior
en ef EeBitei :f,nveatEd tn *&re eas:rtm'trLl]. kef 6ep EtE€ tn the Gs*$rts? wtll bgrestEn than t&at obtaiaed ovapg€Bar TEtrlng t[*s-Gto

deratlon one @n emelude thst the l{el.a veLe-i Goverrrnen

&
far

esnel-
ffigl-q$ e$elu,de t&at the HaXayetan Governnent

aould h uaLL Jgs!$fted tn furtber drauing dor*rr of $re
rsssrssr !' **p*Eially' sf the 0umeney Boaril*

' : So$wer, dur{ng the Berlod, under tJre frl.rst
HalryEla fitanr tt ls not envlsagod thst there wtll" be exr
crtoaslve uee of tbe forelgn exohange rseerxssrr grra of tbe
flnEnsta:. pifurctples sf t&@ P:.aa 1e-tJrat the rell&nee sn
srafilt fiFw the hnklng systau s{11 h ltntted to the aaount
rshtoh gn bs [sed wl,thout lnflatloner? sffects and sslthout 

^a mrE &En rgfisonabl"E use of the foretgR exclqnga res€rves'3g& 
, eat!,xat€d t&st &e kl"ancs of akut @ slt llsa

nsa&lf, fot the publl,e aestor wuld ba obtaLned f,rom knk
amAg ilng drarr*dosn sn eeeueulqted gsvertr&eat aeget but not
&rcti$h I 6mg-dwn gf fsrelgR *Fehange r65er1r6srs "The
tarEet levcl of puhllc invastnent flnancing ry @tk credlt
end-the Bse of gbYernment scctinuJ'atad assats is gf rmq
rffff,@. --Uhca &Esn lE qgnJunotlen.rtth Plgspeatlve develop-

"s1-"G-privntc 
forelgn flnsnoh_g r t&le tl"lJ lead to ao!ile

uaA-oF tlo ceuntr?tg foralgn ex,ehange r€servear ltoweveg
i5[ ilie;'F qgd;s ieiervee {s usgketf to be ssdessivs*'

{f*st }&Ley6la Plan 3.965-70 (Costn Prtntersr K.
x,umpm X,ffiS) F* ?2,

9[**e* F* 74

fouis* F" ?s
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Thug tbe government pollcy $eens to b€ tsat thesaresersss ahorrld b€ left aril;;;-f;; *r-pi*srbile. TheautJror*tTtt attxtude esoE--='liliea up by quotlng the pLen.'r....lt ls Fop! importent tc-kGp-.d;;;dl-r.servss at ah$e,h $e.vel bth fob reasonsr of iiitemaixfi;t- eonfrcence andelso ts ,gnsngF thet,there {c sttll nn-*A;d,r"tJ-e;-hd;;
I9s6:EB fg." tftg years bayond the Fe"roa-of trte Flr-;i 

-Hatayeta
PI8fiE r r Tbe pl$n qcltee rn ther ai priva te ]-on;r,*{eru captiallnfl,Be,md publio, f6rqtgn asilctsncb to ftnaneii pubfre-
sestsr prsgt&nEc and to-avotd sortou* belanee of- pannente
nrobreas and a ma Jor rrudown cn the reierves.

r:t
{4}

Aa a flnsl step ln our exsreise w€ shalL rliscusg
the meqfuJrlsq"*' by r*hieh thc balance of payaents arljust Xtself
rrnder ouF nonetary systom. rJe sh.'iIi rlsu eonsi or r tn ttre
light of tha prospeets outllned above wtrettrer li ie Justi-
fgebX* €s: dallb*'rat61y Bturxl;t€ thts meehanLem. {s & preltlsl-
nery es, shell brlafly outllne the l"{einetary $y*tennr

J *1r

'fhe S*netary Authcrlti.es tr: !'fnky*la e.re tlie l3ank
iibl:i&rg ldstayata and the Board, of Sonaissioners of Curret:icy.
Th;;a-twa Ubatea have been c peratf-nr stde by strle oversl.nee
i.he- egtabf lapuaent cf the Iisnh li*iara tn Jenuarg- lsSA r . 

w'lth
i# ea;d;f cufrency ft* the so}e eurreney Lssui'nt! allthortty
*;d E&at*fstra€sr of- t&e auta&atle eurroney fsr the thrae
t[rrlts;G;-or le*rayqla, -Bnrnei and ,i.nsanor6. The Malersan

dsrl&r,tras 
'r6or*G*e- i.lxea at 2s-4d sterllng uLnee i9o€.

Froa ,t_be poGior vlew of actlva scnetarlr m&n€rgeunentr er;{
the f.ndepenaent ste,tus of thc ccunT.r:ir -11" currcnc; Fo* r$
.-yItffi-I; -*J-ioFrB,;r 

?pFropri.at+ o }ioudvet r . ihe pc,-ern given
$- iffi eaa{iai-rffk tb. rsiue currencv a"nd, to nnarrirain

"eserves 
**i6go" ra1ng 

- t[* iv*lue cf eirrrene]' hrve be eri hcid'
ln abwsn**- ifi-oraert't* provlEle-,membnr eo[ntrj"e* cr' 'thc
r.ju*ancy ,Boerid *- r*ltitir'*pr,ontnn5.ty fol' f'uL} eoi:ts1;l'i:'.1-''"'-t,:uft *f
ttre posslbili{r6s-ur J"** rirn of ebnron eum*ney arra$Sement

when:the ed##*,y Bsard *sase$ to cpernt**
*Fr! *ffi' di€i#l@?#'ri *dF-**-*-#

?lhi&* p. ?s

rys3G



on Mc+nber l?, lg64 "Lhe hdalayslen .overnment
,...lvo nat{ce *{ *ltg tnts:l**.on tu repLace ths C*rre*ey Bosrrd.;:th tlre central Br:-il-. ar lHu ;"io-;;;;;n6"r;ilGti:i'oqi;
.-:i *er tJre-pravlslons of the ,_;arren-t Ag;;,rnrcnt lgFo, tiro
:e .:vi-ng of euch notLcc lnvorved the- rsitnsurerrnent 6y the'u':oney Foarfl 0f lti FOl.;i r.s tc i .;.; ue noti nct late' than
'ecenber lA r 1ry6n _ Hoi:over, recen tly tne 'r1f gs'r of the
'lnmeney fuard.h*s been *xirn,i*f f'ol'.- * furth*r slx ronths,
.. hus lt ls envtsar.e d th: f tjrc i;,nt rl,1 l;-rrtk r'iiL b.'eong the
.'r1e monetary authcrlty by the nl -..dJ.e c.i noxl, foo 1' r

.-:rl,i aqlqtfse hgg t&e balanee *f paymcnts ndJu*t ltself unrler

. ueit s.n &,rlt€Eatle eurreney sy., ter,r .

1.2 *

r;rbtrsp dssilge ry S}OO mllllon, tfris red;retl,on ln resldent
llllayelen lnwme-wlll brlng ah;ut a serles l)f _38p$r**ssJ.oRs.j;;Gtng gurt-her that Ln aeeordenee uj.th ths fall tn ovcrrr-
nent reS{iBuG &; & resglt sf ihe fe}1 lE export earntnrs)
';s"err,resnt spendln; is rrduccd, 90 thet th.er"e ls no Govern*
,islri- eeftcrt, tne I'tnal, result'rilL bg th:t the deertnc ln
';*fnyJitn-ii6o*i_yiii-be l*rser than the lnrtlal fall" of
/io6"miiliront;- 

-611onrng fer ii-nc fq is l,tr'po'tn r''x11 ::trso

,:*ii.-*ff.**",roi;E*i-ars':$e th"t there ts no oecline ln
r,:ivln6s arld-tfu.t thg ni*gtne+-Pr9pensitf-t" is "101t the
.;yrlxbgf,l Ha'1;i[i*" in?oi:'; wili,bive f*i"l*n fllSO nl1'il*n
,iii"ffii;rte-#u h*yc fe3-l.en r.ftgp mirli*n. rf ' howe'':rt
1,harp i,s soao-G"1:" fi sa"'lng?-, thalr tire tlu;':ilnc :i'n l-'t erl..ie

;A" [+i.*s:;iu]-:: {,1 s tsul,i:,it 'Lns s " 
,:rilis Irtr';l;rs:i' s :L s

;rathrne ***u*i6t th*- f'antrl?r nurtJ-plrer rfir:chrrntsm"

Tf thxs mechanlsrn ls aliowed' to .:,1tt:l.i: 
te tr^ tite

'rlto;lsiJ"r-€i"thti1'a'rslJ-:i'Inn:*'poi''t
ruxnnor dtscrlbdd sboY? ^11,:t'f i1:"r.I"l '*1, i". ,The
*iming,$ .{ii-a[m*etioi,i]f igge ro a fnr] ln *npi'rtr
bd"unse sf "ilyqon1s f ; ititbn" tt'ea'r'Ly a.i J ust;""rti 'f;c ri rrc*r

eaLifLibrxqtp'pbsitl.?* 
" ;;--;l;te-**tli:: t.,li1:' eQ'nt3'i ri*m is

r:i{intaffied by reclucing .&'ri:if 11n lnecre 'a'rr*:"'iv*i[ ::'rus 1;;*oduet-

iCIn for, eWeirtie qa*k;d"ti Siqn, ntll"Lan ln *'idltiorr t''; tlre

f,,oo sggri;;-;;iiT;"-ii*ffi*"""ee*rv*d 
i fr*;n sx srt p:rod*etlan"

: ?hls ktnd qf m*qlrsni. r: wJ.1.1 brj-nli .Lhe ball.rr.ce of

jlsru€r'fls dti-*[eg11ti" 
-;e;&{r,uun*- *nsofiir- r,i s th* i"'ii'ri;i';'sian

L00g e'3rssnsy,Fyfte'n ii {riowug il [r*r.!* ui'LitUr-ti ':iu*iiff*
*:;tit"o3?*: & fal[ tn n*'fri*[&;;ffiL"dl u'{'rr in'rir':ltehly isud to

qF$4*



a fall tn tae gulrsney glrgulatrng !n the €ounrr? sndeyfryer qesst beG[itpfil;$*Hilorrrure orhei resffie rarthe lest a:rpert eamtirS;;--rii ieductlon ln rneone rs tJrenspttt ue Fho*-ffi;-;ioa"i*i ;;il;";; ile"vrcEs on rhe onehsnfi sffi try*Se g1l th;-otaerl & t*e'usis-oF=t**-o-r$*ro-
9l!t^!a-.rsryg$* Shgro rs no- d""iqfr*u,ffifr*ir r.nporr restrt er-len or rarllblo exglanso rare ro-*iirtJ*;telr;ir;; lfiie
SnrftilP r paqEqpe e*'tiE{tns -M-fgIt-ii-'inee&e 

rrrtsarxly t#lnporte r

Emrcver there are quallfleatlons suelr as thefldualgTY issuep bank ererUt-*na goGrnnent ilnan;e.-- Therels a ft€ualar3r lseue af $mA elllien *tch is eade aveila*blq if tae goiement wtlhee, ;u[j;et-to-iGrtutro"l-*ihi*
flduelarlf tssuar lf eade availabLer lgould not lead to a
decilns la $e gupply ef ourFaary drfth a fall of s"'ort:amlnge. 5he fall. I.n expert eerntnga sould be effeet by
a rLsa f-E goft'rnneat erpend,tttre flnaaeed W th€ ftdualary
X.seu6,r ' erert saa6 the fldqelar;y tseue 1g use{ upr the
aystam'rsvsrt Uief to tbo lSO$ curbency syoten, Ehirr$ farl
the est&orlt$"ea hsve ast yet used thls flduelaqy lssue
provlgil on.

Snet&cr quellfloatLon conesrns trlth bstlk eredtt'
fhe c@eralel knklng syetem ls hteltJ.y {eve}gpsd, ln
Mslaygler trlth bsnk eredlt a"eountlng to S2rgSS milLlon ln
1W6..8 fnt tbe questtros ls nhEther t"be supply of oredlt

rct*{ to abenge {n the se.Be dlrectf,on &s gxportoen be orfp*
tnsoss e1l- ghatber lt' te Llkety. to va-!'T ln. ttre. op ros lte
dtrecttsn aS€ ;ee eusgegn cpendtsg psw€r at a tl-me of
deel,lntgg a$ortr

aecordense urffi hxport lneone ajrd surrsnsy supFry_rl thst ia
i;-Atn fsll La.bfpart,earni-nse leadl,ns to a faLl ln t'he

eurr*u* depfy wflt'at the eane ttee reduee bank credlts.
;G-idf-t'l-ffii-Irot been & pflsqry rsaoon for thie phenosenon

beeauso mi*fuAki ttu.t* esbfg f** *S london t9 aupport &

ffiffiiinili"Tfq[ra+gy d.pb !g a_fa].r 1o export eamlns.
Tl& prrgsd'#;{*s-r{6s in t&e faer thar a t arse Fart of
cre&tta p,rEdrue&-tG foratgn cwned (essl*nge) bnks had"

been for tbe flnanq*- Jf fs"sl&nt-trade ss thnt wtren erport
ln*oana, or t$p-m"ffui; a;Bena for g';ch Ered,Lt uould also
deollne.

Osglssek* op * ctt. FnSSd



Fffif1q.-?, tuFcs,,rsrr *& :ie3f f h:I:errfg_+=e h* s-*=:#'--r ::=*k Kr e 
-i.*qsrleEF-

:rletstsE *ffiEie aet iet,te* 
= 
. El;t +- i3r;j -.!3i l35,g'# Fl + a *mii -Bi;;iqe"ureJiu:-e 

r.e --be perre-s'r ae.fisb ,g ge.3 ;1s$*;-sf1**i"r-F G; ,-x3# rtr
=€ru*-Fac si-r-uughrG:lsui1,= :s :k :r ;lit.J.rurT_pel,tie_ry lE .r&.et *;k :a:l'''e-i-.. :L;;-j;--*:x:ca:*-j.*,ts| EE€E€ E* H€iilEd 'qi EE ery+as1a,c E:- crr::,e-E==: .a{ffi68r=al-fu€€_ agtlr:ilsi . -- :t*i A?E-=u; #*:ie- 

-

t-EFmrtfiEeE sf,_ l"e.ai. tarb !3€ gn,c, *,6"i r:rj. L u i l-- ri: jes , e
-'e'-!- !a ry:€- ft,r=L-. - :- S: =ot : * ser =i---y 1ea i -.s e:
B :-" af,, fa:J, E*, -r&E cnE€I e_: -:ig.

3+ t€l# E*i*FEt is€, -j:,e e+a*sla :f s=il,t fs:
=;s-49!€tus"f tre:c eetid.ti,Ee, * u: *eii;f !: :tse :f ef f :f
Ee*:See&r:ag q1 lr,s?:&i€ lr{,:;:t:e. fe} 1s"res:!e ecaE4-::# .$s#. @g' e*&w g**-etrg&," €bie e,,.=+* l: s* e* :.s,.: r€ai*
effee€ qa afu = L'E@ cf Fr:rcs,ts. ;The ffi€i,: ae,d FFes-
=€-:,Gs,,'gf 'sb ,Hti,sA ers t.:,**;;E€€ ln &aBteix il;*ri F s*epeet*eelri*

b l*st as;*:t Yr& s:a-l i.ls s;s F€ga-::lr rE :"4€r(F,*
$.jgg t tt :&6 bt-laAm ;f F€,,r:B'€s,?s xx3Er th,e
F:csdgt smtr,ery $rs't'q :,s ffiero,€flt ffnltll$8r

&s fagt, t&st tk ifs-rsuss? h,al"fu large aeC
*,,;,eGsetlreg frSSffiS ltxler &st tq?€*ile€sl: ary:*d,ltnss ley
istt gssl eft& s &}3 gg' kr**wG:gt F*lFsHr8r & faj.l l! i3 eg,tYt
esl=ttrr r!:J' lscd to s, f.":J t:t Frnmcs &a t '& {ec,l:.ffi t:
ggart-dsffi* gggsru,L *a* gar-?srato tsr en,* fL:*.1lf ic aegqrt*{Ery, ggsqi *a*_sarpsrato tsr en,* fLd'lf :
fs33 !6 fsp68+ ftarulfs. &ae.arr vtt& t&e $Ev*t'wtrffit
:':i*gE"E tsi 'tr**a!ssg, hrerwil :Iq*iru 's;aJr B:t
a,*jgs*;d,€s#tet*:S & - ttt"$ cs*n {sd eryS$g i&3&8g r ; pe**lg!
-4F bs rffi#gisryd hf e &rfixbls€ €s?r& ffi tk fe:elge exr€k*-i';*_
Fs.:,sg'aEH* gg} tg- q;l,te a eat&r*: t*Jn,S t'3 {s six,*,* 1sl6 cf
*;&d pry@,Seg cf t&g-reicfrcf iis:c'sii'si&.t,n s::'nn{i.-ng :i;r{'ng
,$, frd# e,f #rys$8f.,sg[*

&-qe* St&sr Frygs G*,n- 9,3Y3 ":€Bt S#F8,1,,j€ jsa:e,:.es
iE- ts F u=gt-te rai.€g;E#:tlcs r-, 'ii: ci:'1 ?'e1 :e:3rr3s
,*3-;gffios "tffi1*ffr*asg. Eh.1s ,lg ffi,mr1r ,*g'&s:ras:e4
,#,g6ru @@d- r" @.:___qi 

t&r t$,te:, pls'e is ;tb, ]

Eetsffi*En ffi G 6; dmr*s. of 3g$0 &s 1..3s r ffi*F s*'$

gW,F ffi a;, c!?* i345r F" '&*

*ffi*



v@t t$te sff;te nf,s8., *ff'Il*s_H1l*S'.96 g3d;!.{urf 
- **g .qgl nr{ggtHere reeentlrr tn the period lg$? and

as erlosed aFuingee ln Lts resargsa tot_bEa e$lowed afuineea I"n ft's ressrvaa'to
gwe@st .f,elt bgi -&} atlllm auc to-n fat t&
erport lnmgo aad-y€t oryCfh,rre aetually roe€. Bsrrever
the s*' gsrkttong te oftl-Efel reeerves hp s- not bssa e dsLl-
borntr ahbflf,sbg nessurer It lraE ln faet duE to legs tn
spendi,hg.. st sb.tch taEt,tEntl"F halp*fi to stabtltse

i^eil lnqe ry$$Eh wrild havb frLubtuate vlolastlf du€
to tte I-a tk blanee of trede.

poftof H€nr16 mx*y-seaer,ata 'bfot net eSwtnat+-tlle un+l.tlp3.trer
bffEet ef an expbrt dec13.ne1 t*rc aodlflaatlon being greater
tJre gFsa&r * ffiFg{pal t'lebll.fty to t&:r,*

b psslng, gt ee'-rld.k seatloned Fhg! tlte.forelgRT
exqb$ega r*eery** se4 bs Ese& ta eugtei.E esE llqugdi€f gs

tUe ggusft:xr ,Sg, t&e ,Goverun@t Ehase to dopoef, t t'he rsssrvs8
ln-tbeGstretry. 

- grt the rsservsts have not beea na^:tp-ulated
tfus ;ay:-_ei-elgarly thLs eould b€ an inatr4nent of
poiiorayefGbler Hhf-eh, u"lth the help of tJre Caniral Bank

;il1d'b€ of [ee {f a l1iuld1ty prgbljo -arose or lf the
u*ratrci-oi"payscnis-1s rinfayolrhnre end'tbcre ls a need to
;usfilg 6i [ftreane bsnk XenClla; for davelopnent'

,t a
-rltfl

se na*E ttrua dieeusgg{ thq forelgR exehsnge 
-

r"es€rrss adaT*6 moaitary g*!e of Hareysta in renatton to
rbe kr€ssJ*oilI"pqar;:' iir -tt4* laEt pbrt sE shan disouse

ffi ffiffiifio6ieSl sr?dela ina advantsseb and dLse{qanta&es

ogt- the-Hoastary SYs ten.
-L: gftpr oonslderlng varLous -s$p6cte I He e84 -goneLu'le

thattbehlaysraqouiiiffie+a:ireari;'svsiiaeasnlftesthernre r *rFI ["of *xili*i" argtuiunqe 1- bur in rta rather
e].rrnnay t'ay hel.pe to uiiiil*T! ; tenJoiey to.w*arde rgsiora-
tlon of tee blance "i;evt"Tio-;qo11f"1i3: 

It ls auionaiie

la the egn*i*' E-no on;lasea to'sorry about trhe balance

af peyg€at;,,geatt1on, the s?q99r; 6etr1e on13r for off,lclal
and prtvate G;ffie ana ii.qutdlty posit!.on.

%g1nock,op.cit. F.XBS
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thSg aeebasl's er€iat€g. . ffi+; -6*-#iiJa' 
an*lag- lsfl,,

_t"he_elna of _effi-brtg eq_ awGtr; p*a[ui-il"u se€ E"J, tse
1$^fi*ror--$ry9 p"sqTir,tr 6-{ti ;$;GF*i.rr,ee rri rbeprleP s{ ttEDor and tls. Eowgver- the effeet on the lnternalLevel ef deaead_Eq eed:rrueti br ; rlie€-;i;; il J-j:Fr*I;i--*-u*a1ggst_ H^*-{{:"craese G troflE-p"yi[ie 

-"bro"a-u"a 
br

a le rgg 
- 
gplkl Eutfles (I.B,,i r -.-r Repo*t) . BiavertheleseaftEr dtffiA,EE; eIL tirte, the fereign assets sf the

rynPtsf?_ryFtott 1r€. t&s ftureney hard and tJre banka tthecsrtrsl ryq& F $st' ln ag,at*aes- sran) roee iesx;- 'fbi;
T{{-e -FffiSgi*. t&s kals of expenetca ef eanay suFpl$*
,Eddc€ t€ affi" ttrle tas tha feet thst leeel bt# aitqa.ireee Fsse
Ln l$ESr' -&s ;e' rnault of aLL tbaeep lnporte f,€r demastl€
use ros€ 13€F. r '

Ebc fo1lor*lag teble shses the reletionehlp betseen
the WEg* ef gWv€,s etr*, trha s*lue of lnportsr k's a€e t
en ' erea*€, i.& the rulue f,f eryorte $tL[ tSwaye 3.eEd ts &n
S,ngneas*,,1,n" &q w'lua ef tsporta I t&Eugh vttJr e lag aed te
a leeesr gtmt.

tAes u
teetrf,n "HtF0Rr$ oP wpTre Pn0ffIc8/rl'{Fort3$

mtIC eS$s,iHPtX'sS lg{Hl - 5$

E3AErlEt=EE=Ettt=!r!*8w&as&l[m

x.ss

1g8g

rg&,

3Sffi

lsffi
6ourea'f 'Sflssekl

Safafen oxpertr d
Soaastto Produee

gf gd$ En

se f,ap Er

SgrOSl s*

S1r9?3 Br

Slr4ffi sr
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FErr neemtgl h tie pertod rgs$ b 1960. thareeslt rrr at"d3,arr- aa !,nerease F-;*ni€E*eeed,a readfngts ffi ' srwrQ te- {#rGE-df;-; d****sa tn ermsrt prceoedebelng f,$ulffi t^a *.,ha r""*EtEoiiJi-H-i6rrtg.

EAE&B ls
HAS#EAF EHr fiFcfrT$r/IHpodrs 1965 ,_ Lffi

s ?P Wlffi E €,iEAe= &t*E n.;; r:

qe-ffi
.-,1

ery
fsm'
lstr
&sry

xffi

aEe$a*esg€sgggag

rufafu aet
rts

St*mg"$ a.

Sr&98*9 E*

#lrsgs.o E"

$Lrggg.g &.

gs,4?g.l Bc

$a 9ffr4 R.

[hlaFaa est
I'mporta

* tsffi+*

sl1s&.9
sl rloe*6

sl;65Sn1

$lrffi.g
$a 1S.6 sr

H.r

&,r

Er

Rr

![r

Senr$6r fr&c1:,etts ef ffilsye .Snnual Stattsttea sf,, rns,l Srade (1965 to Iffi)r

, : ,,,tr&.: Sgq? eftd 1968 wa noti.ee & drop tn. exp-ol! eaffiln8$r
llmevcrl ryparod to_gar}ler and,later. y€ars the fall ln
Eon€y Eripplf-g|eg emlJerl suggestlng that trado Jeflett unust

h#|" b$-GtrereA hry' a r{ae 13 ot&er net ar"d,1t Ln the
G$h$Gg;fiinqeptii irbo reduetlan 1$ t&e noaay supPlf' s'er
to-6;{ 5[;i6A-tu fr41g.crg$*!, dtnco surt.6lrsy supply
;t"ffi$"ffi*- satsnt t"u 13$? snd 1e58*

hslng t$re d#selhd tbe. nonatary- eyslgn YP
u Atseffi;Jer. atgg**autegea. Therg -&3s proa&Ly. tl'*ec
e$;afi&6#;-- &*gstr as_il?-jgr* se*6 easFer I {r_nasnr*
tG;-,r*ffi Tfrffirq$l-offelcte of exterqs*l S*lllba$ees sr
ft*Etdewedfr-&-e$"itn-or & monetp,r.-y sy*tom shouLd be



to nodeffib, Sgtsrsffgetgr sh€, inpact of sunh filuctrratlonon ry i-e pr{ver,i gg![-gi6rio-pii*rffi'-;;-i#aar_nqt, 'i sm$L s:,4* ., @n effief*d-nft-Efro,qst1os ofreseuFc3s bee bsaa fuequ*rtft-efleusged and need noi-eoncernua hgftn
g"ry"dlys 

- 
a -large part of our fo-rolgn exehengereser??s bi_ b€Gn !rea-nei-+[; _to-ln*-is&- aurreqq,lr syuten

wlri e$ rc felletr' Tha eairrint of rea€r'?e; 
-fu"a 

up i"s ;a,r"i-t9 t4g _Halsraietr eurnsnry issued leea tnat-Bart-r-aren 'ti-the f+6a€+gry-leeua (i.e. ffi etlltm). fire €urrency t_Etunr Eree6ig depmde on natlaaal lneoae aad cn the ra-ttebetsm wrrenay hold,lngs end tncose strran t&e verlous
seetsrg ef !fla3ayen €eurrotr5r slehes tE eainkin,

| ., llhlle tS6 helstnge of sudt & large rs$er?E ey
bs $UrttfXed q t&e greunda of f*ltereette$sl eoaftdetres a*d
to ffiensa tbst tfiere le adcqu"ate Feserrea far the f,rrture,tt le t&rNtaEenahle not to ruke uea of t&m1 €T€n t&an t&€
eommunlff rould profltably tnveEt thenn ln inport-substltutlng
end espert pwti"ss F{alayelan $sselopg€nt or t&en sharp '

advsrsc wv@ent tE erpErt lncsnE haE boen expartenes &E-$
is ta prospeot Ltr tbe yoars ts GsE€r

Shlr{lyr glnce undar thle syatm & feLL t-n export
proeaedlns rll!. btian a greater fall ln na i,lonai tnoone I
tonetary ilcrysad for Soodg produeed for t&e hono narket
tili e"lis fa}fu Thts wlLL- lea$ te trnd@r-utlllsatl'on of
capastti and unsflg}asrt of ths f$eynat"?j' varlety rather
tffin-sf,- n C{naee$.el- natttF€r It f s trne that nndar6tsP19tr-
n;gt G {$q 

-fs*s $f redusrdant l-alpur eannct tr complet€ly
;G;iGt*E-ta an eanory;r' . suefi_ ea eur6 W S?rsl{ sreatlng
ffi;Efit*ry AetBana, *rt sush a s!gp. ooulf. reduce lt" At
v"riosrs- edlid; ;f atunpq F our hlbtery tJrere ls 

- 
elear

ili&;A-;i;;Gg-ffi! a'fslt tn erport rneome actlns throtrsh
itri-ffiI[fifi"r fiffect has tr ed to a Lsse 131 output.

: Thsrefofe t&e uorktng of. pre$gTl.nonetary system
tn ra*tord[=e#-Lnf"lice of nggentb aqulllbrlum Jue to
fetl ,,, 6xBort tneone'-iam ic'&a ta unmptuyuent a.nd ueste d
produet*Ye'0eFa61t r

Shsrafsf€;frottsepolntefvdssofsctl'v*
$q$eta,ry w"ii;;eni-'ind- t Saepalhent statue cf the eountrv t
tbe preswt gystem 1s-io Tgnlqr eprrroprlatgr Aceord,ln$S.yrr

preparatlons are Esdg bryr tqelCgnt'r'if banl{ to assuse the

n*qrer *a *.ssn6 etmr&nd" *ryd-tak€ ov€r atL the reiipanelblll*
il;;-oi-tno c*""encY Foard'

*S#*



Ts anaur€ tlurt tha Central- l3nnk woul.d be abfe to
meff{gs the sgsstary ey*te* te ths nati.cnal" *.:lvantage snd
to proaote Eonetary etabi }lty md a aound, f lnaneLal strue Lure
ln tlre eountry 1 legisla t lon ue s ena.etod ln the la tter part
af l$d to ertend the applteatioa of the Central Bsnk
0rdl$@e6 tg$gs tJrroughout Hal.ays,*a, fhe Central enk of
Kale,yeg€t ,(Angqfueqt and, Bsteneton) Aet, 196g b+eane effeetlse
on Januery 21 n i965.

the atepa t*rus taken wlLL no doubt brlng about a
ffi*r€ esttys, €b*mt by ,+.he meneta?y aetihexlt*es te asert
the *sdealrq$E dffests pf fluetnstle* t$ ex?ort earnl.ngs.
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