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now have been put into proper legal ohqpn They 'ﬁil
consist of:-

(1) An agreement between the Hong XKong and
Shanghai Bank, the Chartered Bank of India, Australias i
and China, the Bank of China and the Bank of
Communications;

(2) An sgreement between the United Xingdom
Tressury and the Hong Xong and Shanghai Rank and the
Chartered PBenk of India, Australie and China;

(3) Undertakings to be given by the Chinese
Government,

The inter-bank agreement will provide that

the Bank of China and the Bank of Communications shell
Jointly subscribe five million pounds, the Hong Kong
and Shanghai Bank three million pounds, and the h
Chartered Pank of India, Austraiis and Chins two
million pounds to a stabilisation fund of ten million i
pounds to be used for exchange operations to prevent 1

undue fluctuations in the sterling value of the ‘
Chinese dollar. The fund will be managed by & |
committee in Hong Kong composed of two members
representing the Chinese tGovernment banks, one
representing the Hong Kong snd Shenghsi Pank, one the
1 Chartered Bank of India, Austrelis and China and one
il | nominated by the Chinese Goverhment in egreement with
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Australia end Chins (the rate of interest is at presen

'y six mo

under discussion). The egreement is to remain in
force for twelve months end mey be renewed for further
periods of six months provided the Chinese Government
banks in agreement with the Chinespe Government or the
fong Kong and ghanghal Bank end the Chartered Bank

of India, Australia and China in agreement with the
United Kingdom Tressury may at any time determine the
agreement before due date. Vhen the fund is wound up
all assets are to be divided among the Banks in
proportion to their original subscriptions.

The Treasury sgreement provides that when
the fund is wound up the Tressury will reimburse to
the Hong Kong and Shanghei Bank and the Chartered Bank
of India, Australia and Chine any loss incurred by
them and that the Tressury will gusrantee payment of
interest to the long Kong and Shanghai Bank and the
Chartered Bank of Indis, Australis and China. The
banks agree to supply full informsticn to Lr. Hogers
and to use their best endeavours to ensure the prudent

end disintorested management of the fund. These two

agreements would come into force as soon as the Treasury

heve received suthority from Perliement. It will not be

poesible for legislation to be pmssed until just before
Xaster/
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monetary policy will be designed to maintein the
stebility of the dollar in terms of sterling; that
the Chinese Government and its sgencies will buy and {
well foreign exchange through one of the banks represented h
on the above-mentioned Oommittee; and that any foreign |
exchange acquired in excess of immediate commitments ]

-

will be paid over to the fund so long as its sterling ]
' sssets are less than ten million poundse Purther, i

the Chinese Government would undertake to purchase

British benking shares with any Chinese dollar assets

at the rate of the dsy on which the fund is wound up

unless some other asrrangement is agreed between His

Majesty's Government snd the Chinese Government.

An announcement of the foregoing arrangement
with the Chinese Government will be made in the United

Kingdom Perliement at 3.45 p.m. (Greenwich mean time)
on the 8th March.

BRITISH EMBASSY, .
WASHINOTON, Ds Ce,
March 7th, 19369.




