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in addition be reluctant to approve changes in multiple rate systems
which make them more complex.
3. To assist members to simplify and eliminate complex rate systems
the Fund wishes to intensify its collaboration with them. The Fund
stands ready to meet members’ requests for technical assistance in
the preparation of economic programs and measures directed toward exchange simplification. These may in some cases include arrangements in other directions, especially in the fiscal and trade
fields. If the Fund considers the proposed exchange simplification
and related economic programs or measures to be adequate and appropriate, it will give sympathetic consideration, if requested, to the
use of its resources.
Decision No. 649-(57/33),
June 26, 1957
Multiple Currency Practices—Policy
The Executive Board approves the decision set forth in
SM/81/34, Supplement, 1 (3/17/81).
Decision No. 6790-(81/43),
March 20, 1981,
as amended by Decision No. 11728-(98/56),
May 21, 1998
SM/81/34, Sup. 1
The Executive Board has reviewed the Fund’s policy with
respect to multiple currency practices. The Fund shall be guided by
the approach outlined in the conclusions set forth below.
1. Official action should not cause exchange rate spreads and cross
rate quotations to differ unreasonably from those that arise from the
normal commercial costs and risks of exchange transactions.
a. (i) Action by a member or its fiscal agencies that of itself
gives rise to a spread of more than 2 percent between buying and
selling rates for spot exchange transactions between the member’s
currency and any other member’s currency would be considered a
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multiple currency practice and would require the prior approval of
the Fund.
(ii) An exchange spread that arises without official action
would not give rise to a multiple currency practice.
(iii) Deviations between the buying and selling rates for spot
transactions and for other transactions would not be considered multiple currency practices if they represent the additional costs and exchange risks for these other transactions.
b. Action by a member or its fiscal agencies which results in midpoint spot exchange rates of other members’ currencies against its own
currency in a relationship which differs by more than 1 percent from the
midpoint spot exchange rates for these currencies in their principal markets would give rise to a multiple currency practice. If the differentials of
more than 1 percent in these cross rates persist for more than one week,
the resulting multiple currency practice would become subject to the approval of the Fund under Article VIII, Section 3.
When difficulties are encountered in the interpretation and application of these criteria in specific cases, particularly concerning
the nature of official actions, the staff will present the relevant information to the Executive Board for its determination.
2 The policy of the Fund on the exercise of its approval jurisdiction over exchange measures subject to Article VIII, as set forth
in paragraph 2 of Executive Board Decision No. 1034-(60/27), adopted June 1, 1960, remains broadly appropriate. In accordance
with this policy, the Fund will be prepared to grant approval of
multiple currency practices introduced or maintained for balance
of payments reasons provided the member represents and the Fund
is satisfied that the measures are temporary and are being applied
while the member is endeavoring to eliminate its balance of payments problems, and provided they do not give the member an
unfair competitive advantage over other members or discriminate
among members. The Fund will continue to be very reluctant to
grant approval for the maintenance of broken cross exchange rates.
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3. In accordance with the Fund’s policy on complex multiple
currency practices, as stated in Executive Board Decision No. 649(57/33), adopted June 26, 1957, the Fund will not approve multiple
currency practices under complex multiple rate systems unless the
countries maintaining them are making reasonable progress toward
simplification and ultimate elimination of such systems, or are taking measures or adopting programs which seem likely to result in
such progress.
4. While urging members to apply alternative policies not connected with the exchange system, the Fund will be prepared to grant
temporary approval of multiple currency practices introduced or
maintained principally for nonbalance of payments reasons, provided that such practices do not materially impede the member’s
balance of payments adjustment, do not harm the interests of other
members, and do not discriminate among members.
5. To assist the Executive Board in reaching a decision concerning approval or nonapproval of a multiple currency practice subject
to approval under Article VIII, Section 3, the reasons underlying
the practice and its effects will be analyzed in reports on Article
IV consultations or in other staff papers dealing with exchange
systems. Consistent with the cycle of consultations under Article
IV, approval will be granted for periods of approximately one year,
in order to provide for a continual review by the Executive Board,
except where the practice is maintained only for existing arrangements and for a specified period of time.
Multiple Currency Practices Applicable Solely to Capital
Transactions
The phrase “multiple currency practices” in decisions of the
Fund relating to the use of the Fund’s resources does not, except as
otherwise provided, include multiple currency practices applying
solely to capital transactions.
Decision No. 8648-(87/104),
July 17, 1987
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