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No. 71. MONETARY AGREEMENT BETWEEN THE GOV-
ERNMENT OF THE UNITED KINGDOM OF GREAT
BRITAIN AND NORTHERN IRELAND AND THE PORTU-
GUESE GOVERNMENT. SIGNED AT LONDON, ON
16 APRIL 1946

The Governmentof the UnitedKingdom of GreatBritain andNorthern
Ireland,of the onepart, andthe PortugueseGovernment,of the otherpart,have
agreedas follows: —

Article 1

(1) The rate of exchangebetweenthe escudoand the £ sterling shallbe
100 escudos £1.

(ii) This rate (hereinafterreferredto as “the official rate”) shall not be
variedby eitherof the ContractingGovernmentsexceptafter giving to theother
as much noticeas maybe practicable.

(iii) In all territorieswherethey havejurisdiction the ContractingGovern-
mentsshallenforcethe use of theofficial rateas the basis of all transactionsin-
volving a relationshipbetweenthe two currencies.

(iv) The Bank of Englandand the Bank of Portugal,as agentsof their
respectiveGovernments,shall fix by mutual agreementthe maximum spread
aboveor below the official ratewhichwill be authorisedon the marketswhich
theycontrol.

Article 2

(i) The Bank of England (acting as agents of the Governmentof the
United Kingdom) shall sell sterling to the Bank of Portugal (acting as agents
of the PortugueseGovernment)as may be required for paymentswhich resi-
dentsof the Portuguesemonetaryareaare permitted,underthe exchangeregu-
lations in force in that area, to maketo residentsof the sterling area—

(a) againstescudosto be creditedat the official rateto the Bank of Eng-
land’s No. I Accountwith the Bank of Portugal,provided that the
balancestandingto thecredit of thatAccountis not therebyincreased
aboveamaximumof 500 million escudos,or
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(b) if the balancestandingto the credit of the Bank of England’sNo. 1
Accountwith the Bank of Portugalamountsto 500 million escudos,
againstgold to be set asidein the Bank of England’snameat the
Bank of Portugal,Lisbon.

(ii) The Bank of Portugal (acting as agentsof the PortugueseGovern-
ment) shall sell escudosto the Bank of England (acting as agentsof the Gov-
ernmentof the United Kingdom) as may be requiredfor paymentswhich resi-
dentsof thesterling areaarepermitted,under the exchangeregulationsin force
in that area,to maketo residentsof the Portuguesemonetaryarea—

(a) againststerling to be creditedat the official rateto the Bank of Portu-
gal’s No. 1 Account with the Bank of Englandprovided that the
balancestandingto the credit of that Account is not thereby in-
creasedaboveamaximumof £5 million, or

(b) if the balancestandingto the credit of the Bank of Portugal’sNo. 1
Accountwith the Bank of Englandamount to £5 million, against
gold to be set aside in the name of the Bank of Portugal at the
Bank of England,London.

(iii) The Bank of Portugalshall at all timesmaintain on their No. 1 Ac-
count with the Bank of England a minimum balance, the amount of which
will be determinedin agreementwith the Bank of England.

(iv) The Bank of Englandshall at all timesmaintain on their No. 1 Ac-
count with the Bank of Portugalaminimum balance,the amount of which will
be determinedin agreementwith the Bank of Portugal.

Article 3

(i) The Bank of Englandshall have the right at any time to sell to the
Bank of Portugal,againstall or part of .the sterling balancesheldby that Bank,
either escudosat the official rate or~go1dto be setasideat the Bank of England
in London.

(ii) The Bank of Portugalshall havethe right at any time to sell to the
Bank of England,againstall or part of the escudobalancesheld by that Bank,
eithersterling at the official rateor gold to beset asideat the Bank of Portugalin
Lisbon.

Article4

(i) Gold set asidein Lisbon in accordancewith the provisionsof Articles
2 (i) (b) and 3 (ii) of this Agreementshallbe at the Bank of England’sfree
disposalandmay he exported.
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(ii) Gold set asidein London in accordancewith theprovisionsof Articles
2 (ii) (b) and 3 (i) of this Agreementshall be at the Bank of Portugal’s free
disposalandmay be exported.

Article 5

(i) The Government of the United Kingdom shall not restrict the
availability of sterling at the disposalof residentsof the Portuguesemonetary
areafor making—

(a) transfersto other residentsof the Portuguesemonetaryarea;

(b) paymentsto residentsof the sterling area;or

(c) transfersto residentsof countriesoutsidethe Portuguesemonetaryarea
andthe sterling areato the extent to which thesemay be authorised
by the Governmentof the United Kingdom underthe arrangements
contemplatedin Article 9 (iii) hereof.

(ii) The PortugueseGovernmentshall not restrict the availability of
escudosat the disposalof residentsof the sterling areafor making—

(a) tranfersto otherresidentsof the sterling area;

(b) paymentsto residentsof the Portuguesemonetaryarea;or

(c) transfers to residentsof countries outside the sterling area and the
Portuguesemonetaryareato theextentto which thesemaybe author-
ised by the PortugueseGovernmentunder the arrangementscon-

• templatedin Article 9 (iii) hereof.

Article 6

(i) To the extent to which the Bank of Portugal requires sterling area
currencies,other than sterling, for the purposeof providing for paymentsin
the countrieswheresuch currenciesare legal tender,the Bank of Portugalshall
purchasethem through the Bank of Englandagainstpaymentin sterling.

(ii) To the extent to which the Bank of England requires currencies
of the Portuguesemonetaryarea,other thanescudos,for the purposeof pro-
tiding for paymentsin the countrieswheresuch currenciesare legal tender,the
Bank of Englandshall purchasethem through the Bank of Portugal against
paymentin escudos.
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Article 7

Thetwo ContractingGovernmentsshall co-operatewith aview to assisting
each other in keeping capital transactionswithin the scopeof their respective
policies, and in particular with a view to preventingtransfersbetweentheir
areaswhichdo not servedirect andusefuleconomicor commercialpurposes.

Article 8

Any sterling held by the Bank of Portugalshallbe held and investedonly
as may be agreedby the Bank of England, and any escudosheld by the Bank
of Englandshall be held and investedonly as may be agreedby the Bank of
Portugal.

Article 9

(i) If the two ContractingGovernmentsadhereto a generalinternational
monetaryagreementor if either Governmentchangesits monetarypolicy in
such away that the provisionsof the presentAgreementwould be affected,the
two Governmentsshall review the Agreementwith a viewto making any amend-
ments that may be required. In any event, discussionsbetweenrepresentatives
of the two ContractingParties shall be held for the purposeof making such a
review not later than twelve monthsafter the date of the cominginto force of
the presentAgreement.

(ii) While the presentAgreementremainsin force the ContractingGov-
ernmentsshall co-operateto apply it with the necessaryflexibility according
to circumstances.The Bank of Englandand the Bank of Portugal,as agentsof
their respectiveGovernments,will maintain contact on all technicalquestions
arising out of the Agreementand will collaborate closely on exchangecontrol
mattersaffectingthe two areas.

(iii) As opportunityoffers, the ContractingGovernmentsshall seek with
the consentof the other interestedparties—

(a) to make escudosat the disposalof residentsof the sterling areaand
• • sterling at the disposalof residentsof the Portuguesemonetaryarea

availablefor paymentsof a currentnature to residentsof countries
outsidethe sterling areaand the Portuguesemonetaryarea;and

(b) to enable residents of countries outside the sterling area and the
Portuguesemonetaryareato use sterling at their disposalto make
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paymentsof a currentnature’to.residentsof the Portuguesemonetary
area,andto useescudosattheir disposalto makepaymentsof acur-
rentnatureto residentsof thesterling area.

(iv) Notwithstandingthat eachof the ContractingGovernmentsshall be
aloneresponsiblefor its monetaryrelations,with third parties, they shall main-
tain contactwhereverthe monetaryrelationsof the oneaffecttheinterestsof the
other.

•Article 10

Forthe purposeof the presentAgreement—

(i) Theexpression“the sterlingarea” shallhavethe meaningfrom time to
time assignedto it by the exchangecontrol regulationsin force in
theUnited Kingdom.

(ii) The expression“the Portuguesemonetaryarea” shall meanPortugal
and the PortugueseEmpire.

(iii) Transactionsbetweenthe Bank of Englandand the Bank of Portugal
• are to be consideredas transactionsbetweenthe sterling areaand

the, Portuguesemonetaryarea.

(iv) Transactionsenteredinto‘by the Governmentof any territory within
oneof the two areasdescribedaboveare to beconsideredastrañsac-

,tionsenteredinto by aresidentof thatarea.

• • Article 11 ,

The presentAgreement,which shallbe subject to review and adjustment
after mutual consultation,shall come into force on this day’s ,date. At any
time thereafter either Contracting Governmentmay give notice to the other
of its intention to terminatethe Agreementand the Agreementshall ceaseto
haveeffect threemonths after the date of suchnotice. It shall terminatetwo
yearsafter the dateof its coming into force,unlessthe ContractingGoverni~nents
agreeotherwise. , •

• IN WITNESS WHEREOF, the undersigned,being duly authorisedby their
respectiveGovernments,havesigned the presentAgreementand have affixed
theretotheir seals.

• DoNE in London, in duplicate,this 16th day of April, 1946.

(L.S.) ErnestBEvIN (L.S.) PALMELLA
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