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down of bank lending as well as with manageable adjustment in deficit
countries. New bank financing commitments were closely integrated with
rescheduling agreements, particularly in the case of the major borrowers.

Net new lending, together with restructuring, has helped to bring
about a considerable improvement in the maturity profile of outstanding
debt. The share of short-term debt in total external debt for the non-oil
developing countries declined to some 15 percent at the end of 1983 from
almost 20 percent at the end of 1982, As a result, we have seen the debt
service ratio of the non-oil developing countries fall from 24 1/2 percent
in 1982 to 21 1/2 percent in 1983. For the Latin American countries the
debt service ratio fell from 54 percent to 44 percent over the same
period.

I1. The debt problems can be viewed with greater confidence

Thus, the strategy has been working, and working well. Better
indeed than many had thought possible. And a number of encouraging
developments have taken place that are helping to sustain this progress.

1. The Fund's resources have been reinforced

As you know, a number of steps have recently been taken to increase
t! resources of the Fund. At the end of last year member countries
completed action to bring into effect an increase of nearly 50 percent
in the Fund's basic capital resources. Agr¢ ient has also been reached
on a threefold increase in the resources available to the Fund under the
General Arrangements to Borrow (GAB), which is a line of credit with the
major industrial countries; also, Saudi Arabia has agreed to lend to the
Fund under an associated arrangement with the GAB. What is more, the
GAB may now be used by the Fund not only for the benefit of Fund members
among the Group of Ten major industrial countries but, under certain
circumstances, for the benefit of any member country. Finally, the
Executive Board has very recently approved other borrowing arrangements,
totalling $6.3 billion, with the Saudi Arabhian Monetary ° :ncy and a
number of industrial countries with the assistance of the BIS. These
steps have strengthened the Fund's financial position considerably and
thereby its capacity to carry on its role as the agent of orderly and
cooperative adjustment in the system. These important decisions were
not easy to reach given the difficulties of the time. They are an
expression of confidence in the IMF and of commitment to a liberal and
open world " .

2. Other institutional mechanisms have functioned well

The commercial banks, with the assistance of central banks, have
developed and expanded their cooperation through advisory committees and
their regional groupings in an exemplary manner. As for the Paris Club,
it has demonstrated remarkable efficiency in handling the reschedulings
of loans from official sources.













(1) Reschedulings

A longer perspective may be particularly desirable in cases where
heavy amortization payments due by some debtor countries over the next
few years—-—countries that otherwise are performi well--impede a return
to more normal market conditions. If problems are to be avoided and if
we are to foster the conditions for a return to more spontaneous financing,
restructuring will need to be looked at more closely in a medium~term
cont Lt in the light of the resources that individual debtor countries

" tht reasonably be expected to devote to debt servicing. Mexico, for
example, faces repayments of principal that average about $12 billion a
year over the period 1985-90. Those amounts represent close to a third
of its exports of goods and services, not to mention the very heavy
interest burden.

In my view, a longer time frame for bank rescheduling arrangements
for countries that have made or are king substantial progress towards
adjustment would have several advantages. It would be a way in which to
reward good performers, while avoiding the necessity for repeated annual
rescheduling: it would also help to restore the conditions needed for a
return to market access and serve to rebuild confidence in the system.
Given the outstanding performance of Mexico, I believe that it would be
an ideal time to start tackling this case in a multi-year framework.
Other countries, like Brazil whose per 'rma e is improving steadily
could also qualify if progress is sustained. The periods of consoli-
dation as well as grace would have to be long enough and tailored according
to each case.

(i1) Wew money

In the period ahead the commercial banks will also have a vital role
to play in channeling new money to debtor countries implementing adjustment
policies. Projections in the Fund's World Economic Outlook envisage a
rate of growth of such lending that is much lower than in the years
leading-up to the 1982 crisis, and one which is consistent with a gradual
decrease in the proportion of banks' assets committed to developing
countries and a significant decline in their capital exposure to those
countries. In addition, reliance on "non-spontaneous” flows will decline
as the adjustment process continues in debtor countries. Again, Mexico
provides a striking example of how a country making impressive progress

toward adjustment is paving the way back to normal access to financial
markets. Thin ig reflanted 4n 4¢#0 vradiand maldacoe o o _2__ 3 3

» lion
that had to be puc tugeclner in 1vys3. rrogress 1s expected to continue
and I an hopeful that Mexico will have to raise little or no new money
from banks next year, and will be able to look forward to resuming normal
market borrowing for what limited amounts may be necessary thereafter--
assuming existing debt can be restructured.
















T+ SECRETARY OF THE TREASURY

WASHINGTON

Nz
August 17, 1984

MEMORANDUM FOR THE PRESIDENT

Subject: Nomination for Alternate U.S. Governor
of the International Monetary Fund

I recommend the reappointment of Paul A. Volcker as
Alternate U.S. Governor of the International Monetary Fund.
His current five-year term expires September 20, 1984, and I
believe it is important that he be reappointed prior to the
upcoming IMF/World Bank annual meetings during the latter
part of September 1984. The Bretton Woods Agreements Act
provides that the Alternate U.S. Governor be appointed by
you with the advice and consent of the Senate.

Since the early 1970's it has been the practice that the
Chairman of the Federal Reserve Board serve as the Alternate
U.S. Governor of the IMF.

C+y,7)
AT

Donald T. Regan










THE WHITE HOUSE

Office of the Pre 5 Secretary

For Immediate Release _ September ‘18, 1984

NOMINATIONS SENT TO THE SENATE:
Paul A. Volcker, of New Jersey, to be United States

Alternate Governor of the International Monetary Fund for a
term of five years. (Reappoin’ ent)

Bob bbb
























TH™ WHITE HOU E

WASHINGTON

October 27, 1983 -

Dear Mr. Debs:

Thank you very much for sharing with me your concerns and
ideas about the proposed legislation to increase the U.S.
contribution to the International Monetary Fund. I found our
meeting last Thursday most informative and helpful. The
Administration sincerely appreciates your efforts to educate the
public on the importance of this proposed 1 1islation.

I agree with your assessment that the debate needs to focus
on how the legislation would help business, labor, and the
overall economy, rather than how it would "bail out" the banks.

Thank you Again for taking the time out of your busy schedule
to share with me your ideas.

Warmest regards,

£ A
) Rﬁ? Porter

Deputy Assistant to the President
for Policy Development

Richard Debs

P: 3] :nt

Morgan Stanley International

1251 Avenue of the Americas
v York, }» v Tork 10(C ~



THE WH_._E HOU E

WASHINGTON

October 27, 1983

Dear Mr. Morrison:

Thank you very much for sharing with me your concerns and
i¢ 1s about the proposed legislation to increase the U.S.
contribution to the International Monetary Fund. I found our
meeting last Thursday most informative and helpful. The
Administration sincerely appreciates your effort to educate the
publ! on t! importance of th! proposed legislation.

I agree with your assessment that the debate needs to focus
on how the legislation would help busine: , labor, and the
overall economy, rather than how it would "bail out" the banks.

Thank you again for taking the time out of your busy schedule
to share with me your ideas.

Warmest regards,

£ At

Rodgr B. Porter
Deputy Assistant to the President
for Policy Development

J. K. Morrison III

Di1 :tor

Ini -national Affairs

American Consulting Engineers Council
1015 15th Street, N.W.
Washington, D.C. 20005









THE WHITE HOUS ™

WA HINGTON

October 26, 1983

MEMORANDUM FOR ROGER B. PORTER >

-

FROM: LEHMANN K. LI{1<C) i}

SUBJECT: . Proposed Letter to Business Executives
about IMF Quota

Attached is a draft letter thanking several business
tecutives for meeting with you to discuss the IMF quota
legislation. Is the format and content appropriate?

Sheri said that she would run off the letters. A

list of the individuals at the meeting and their addresses
is attached.
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