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Mr, Chairman,

The Australian represcntative hos presented facts which are, generally
spcaking, in accord with the analysis madc by the International Monctary Fund,
He hos given more recent informotion on the balance of payments, which bears out
and indcecd strengthens the judgment cnd conclusions of the Fund,

48 to the point mode that the International Monctary Fund hos misunderstood
the sterling area mechonism, the Fund representatives were surprised to find that
this point was still in the written statement of the Australian representative
and Tor this rcason fecl compelled to corrient on it. It is assumed that objec-
tion is being tcken to such stotements within the Fund's submission on Austrelia
as : that the amount of Australia's sterling balances that is converted is a
natter of crrangenent between the United Kingdom ond the Australion Governrents, ,. |
and the rcfercnce to "The ogreemoent accepted by Lustralia to restrain the rate
of utilizotioneses In this conncction +the Australion representative has in-
formed the Working Porty that : "There is no linit agreed with the United
Kingdom on the amount of our sterling and, indced, of the sterling of any other
independent sterling area country which cen be converted in any given period.” J
The Fund rcpresentotives arc rather surprised at this fustralian stotement, g
We arc not pretending in our submissions to sct forth the exact details of the = |
arrangenicnts or understondings between Australic and other neribers of the ster- i
ling arca, such as the particular criteria used by those conccrned for deter- i
nining the amount of conversion of sterling into dollars, We have been guided }
by well-known facts and published official statements. Surely the fustralion ,
representative does not mean to imply that Austrolia's entire sterling holdings F
are freely convertible at any moment into dollars, that sterling is now cctunlly ‘
fully convertible into dollars and its limited convertibility is merely o mis-
understanding by the public.

In the mony months of discussion prior to the formation of the European
Poynients Union, we hod heard at ler gth the forceful arguments given by the
United Kingdom's representatives on why the continued existence of the monctery
arrangements of the United Kingdom with other sterling area countries hed to
be mainteined to support the position ond use of sterling as an international
currency. In thesc discussions, the existence of such arrangements was re-
peatedly recognized, The Fund hos not been called uport to appraise the need .or
the wisdom of having such speeicl arrangenients and we h.ave not done so bgt we
do feel that we have given duc consideration to them and to their significonce,

idlowing for the difficultics of exposition, we fecl that the Eund's
stotements on Australin's arrongeients with the sterli.ng orea do reflect the
substance of the situction,.




