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No. 441. AGREEMENT’ BETWEEN INDIA AND PAKISTAN
FOR THE AVOIDANCE OF UNNECESSARY RESTRIC-
TIONS ON EXCHANGE TRANSACTIONS AND THE
TRANSFER OF FUNDS AND SECURITIES. SIGNED AT
KARACHI, ON 30 JUNE 1948

Whereasthe provisioncontainedin Section 13 of Part IV of the Pakistan
(MonetarySystemandReserveBank) Order, 1947, as subsequentlyamended,
which prohibits exchangecontrol as between India and Pakistan and any
restrictionson the transfer of funds or securitiesfrom one Dominion to the
other, is dueto expire on the thirtieth dayof June1948;

And whereasit is to the advantageof both the Dominions that no
unnecessaryrestrictions should be placed on exchangetransactionsand the
transfer of funds and securitiesbetweenthe two Dominions;

It is herebyagreedas follows:

Article 1

The official rateof exchangeas betweenthe Indiarupeeandthe Pakistan
rupeewill continueto be at par,and will not be alteredby eitherGovernment
except after duenotice and mutual consultation.

Article II

As soon as the necessaryarrangementscan be made, the Governmentof
Pakistanwill becomea member of the InternationalMonetaryFund, and for
that purposewill declarethe par value of the Pakistanrupee to be equal to
0.268601grammesof fine gold.

It is assumedfor the purposesof this Agreementthat this parity will be
acceptedby the authoritiesof the Fund.

Article III

(1) Thereshall be no exchangecontrol as betweenIndia and Pakistan,
nor shall anyrestrictionsbe placedon the transferof funds or securitiesfrom
one Dominion to the other, whethersuch transfersare on capital accountor
current account. In particular there shall be no restrictions on transfer of

Cameinto force on 1 July 1948, in accordancewith articleX.
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evacueefunds in private hands.The transferof evacueefunds in the handsof
Custodiansof EvacueeProperty will be arrangedafter mutual consultation
betweenthe ReserveBank of India andthe StateBank of Pakistan(hereinafter
referredto as “the ReserveBank” and “the StateBank”, respectively)in order
to ensureorderly transferwithout unduestrain on exchangeresources.

(2) Nothing containedin the precedingparagraphshall applyin relation
to the transferof gold or silver (in whateverform) betweenthe two Dominions.
Either Governmentmay impose restrictionson such transfer, subject to such
exemptionsin regardto evacueeproperty as may be agreedupon by the two
Governments.

Article IV

(1) The ReserveBank,actingas agentsof the Governmentof India, shall
sell to the StateBank, actingas agentsof the Governmentof Pakistan,India
rupees to such extent as may be required for payments which persons in
Pakistanare permitted under the exchangeregulationsin force in Pakistanto
make to India; and such sale shall be—

(a) againstPakistanrupeesto be creditedat the official rateof exchange
to the ReserveBank’s accountwith the State Bank, provided that
the balancestanding to the credit of that account is not thereby
increasedabove a maximum of fifteen crores of Pakistan rupees;
and thereafter

(b) against sterling to be credited at the official sterling parity to the
ReserveBank’s No. I Account with the Bank of England, provided
that the total amount of sterlingso transferredshallnot exceedseven
anda half million pounds;and thereafter

(c) against sterling to be credited at the official sterling parity to the
ReserveBank’s No. II Account with the Bank of England.

(2) The State Bank, acting as agentsof the Governmentof Pakistan,
shall sell to the ReserveBank, actingas agentsof the Governmentof India,
Pakistanrupeesto such extent as maybe requiredfor paymentswhich persons
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in India are permitted under the exchangeregulationsin force in India to
maketo Pakistan;and such sale shall be—

(a) against India rupees to be credited at the official rate of exchange
to the State Bank’s account with the Reserve Bank, provided that
the balancestanding to the credit of that account is not thereby
increasedabove a maximum of fifteen crores of India rupees;and
thereafter

(b) against sterling to be credited at the official sterling parity to the
State Bank’s No. I Account with the Bank of England,provided that
the total amountof sterling so transferredshall not exceedsevenand
a half million pounds;and thereafter

(c) against sterling to be credited at the official sterling parity to the
StateBank’s No. II Accountwith the Bank of England.

Article V

(1) The ReserveBank shall have the right at any time to sell to the
State Bank against all or part of the India rupeesheld by the Bank either
Pakistan rupeesat the official rate of exchangeor sterling from the Reserve
Bank’s No. I Account with the Bank of England at the official sterling parity.

(2) The StateBank shall havethe right at anytime to sell to the Reserve
Bank againstall or part of the Pakistanrupeesheld by that Bank either India
rupeesat the official rate of Exchangeor sterling from the State Bank’s No. I
Account with the Bank of Englandat the official sterling parity.

Article VI

In the event of either Governmenttaking action which results in a
depreciationof its currency in terms of the currency of the other Dominion~,
India rupeesheld by the State Bank, or, as the casemay be, Pakistanrupees
held by the ReserveBank, shall be revaluedon the basis of the new parity,
andthe accountof whicheverBank incursa loss as a resultof such revaluation
shall be written up by the credit of additional India rupeesor Pakistanrupees,
as the casemay be.
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Article VII
The ReserveBank and the StateBank will collaborate to maintainthe

India andPakistanrupeesat parity with eachother and to that endwill take
steps to enforce the use of the official rate as the basis of all transactions
involving a relationshipbetweenthe two currenciesin the marketsunder their
control.

Article VIII
Any India rupeesheld by the StateBank shallbe held investedonly as

may be agreedby the Reserve Bank and any Pakistan rupeesheld by the
ReserveBank shall beheldandinvestedonly as maybeagreedby theStateBank.

Article IX
The ReserveBank and the StateBank shallmaintainclose contact on all

technical questionsarising out of the presentAgreement.

Article X
This Agreementshall comeinto force on the first day of July 1948 and

shall remain in force for a period of one year, but shall be reviewed three
months before the date of its termination;

Provided that if during the currency of this Agreementthe transfer of
funds from one Dominion to the other assumessuch large proportions as to
involve unduestrain on the foreign exchangereservesof that Dominion, the
two Governments shall consult together with a view to modifying the
Agreement;

And Provided always that in the event of either of the two Dominions
ceasingto be amemberof “the scheduledterritories” a~definedin the Exchange
Control Act, 1947, of the United Kingdom, the provisions of this Agreement
shall be in abeyancependingconsultationbetweenthe two Governments.

IN WITNESS WHEREOF the Secretaryto the Governmentof India in the
Ministry of Financeand the Secretaryto the Governmentof Pakistanin the
Ministry of Finance, having been duly authorised by their respective
Governments,have appendedtheir signatures.

DONE in duplicateat Karachi this Thirtieth day of June 1948.
For the Governmentof India:

(Signed) V. Narahari RAO
Secretaryto the Governmentof India
Ministry of Finance

For the Governmentof Pakistan:
(Signed) V. A. C. TURNER

Secretary to the Governmentof Pakistan
Ministry of Finance
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EXCHANGE OF LETTERS

I

GOVERNMENT OF INDIA

MINISTRY OF FINANCE

REOISTERRa

BY AIR MAIL

No. 88—Adl.S/48.
New Delhi, dated2nd July 1948

From V. NarahariRao, Esq., C.S.I., C.I.E.,
Secretaryto the Governmentof India.

To Sir Victor Turner, C.S.I., C.I.E., M.B.E., I.C.S.,
Secretaryto the Governmentof Pakistan,
Ministry of Finance,Karachi.

Sir,

In connectionwith the Agreementbetweenthe Dominion of India and
the Dominion of Pakistanfor the avoidance of unnecessaryrestrictions on
exchangetransactionsand the transfer of funds and securitiesbetweenthe two

I
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II

GOVERNMENT OF PAKISTAN

MINISTRY OF FINANCE
No. D. 4946—B148.

Karachi, the 25th August, 1948
From SidVictor Turner, C.S.I., C.I.E., M.B.E., I.C.S.

Secretaryto the Governmentof Pakistan,
Ministry of Finance, Karachi.

To V. NarahariRao, Esquire,C.S.I., G.T.E.,
Secretaryto the Governmentof India,
Ministry of Finance,New Delhi.

Sir,

With referenceto your letter No. 88-Adl.S/48,datedthe 2nd July, 1948,
I confirm that in connectionwith the Agreementbetween the Dominion of
Pakistanand the Dominion of India for theavoidanceof unnecessaryrestrictions
on exchangetransactionsand the transferof funds and securitiesbetweenthe
two Dominionsit is the understandingof my Governmentthat transferof funds
on accountof unusualreceipts or paymentson Governmentaccountshall be
arrangedafter mutual consultationbetweenthe State Bank of Pakistanand
the ReserveBank of India in order to ensureorderly transfer without undue
strain on exchangeresources.

I have the honour to be, Sir, your most obedientservant,

(Signed) V. A. C. TURNER

Secretaryto the Governmentof Pakistan
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