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No. 1798. FINANCIAL AGREEMENT’ BETWEEN THE GOV-
ERNMENT OF THE UNITED KINGDOM OF GREAT
BRITAIN AND NORTHERN IRELAND AND THE GOV-
ERNMENT OF PAKISTAN. SIGNED AT LONDON, ON
29 SEPTEMBER 1951

The Governmentof the United Kingdom of GreatBritain and Northern
Ireland (hereinafterreferred to as the Governmentof the United Kingdom)
and the Governmentof Pakistan,

Having consultedtogetherwith a view to making a new Agreementfor
dealing with the sterling balancesof Pakistanduring the next six years to
replaceso far as it appliesto Pakistanthe FinancialAgreementmadeon the
14th August, 1947,2betweenthe Governmentof the United Kingdom and the
Governmentof India (hereinafterreferred to as the Agreementof 1947) as
subsequentlymodifiedandextended,

Have agreedas follows

Article I

Any sterling receivedby the State Bank of Pakistanin respectof current
transactionsandanysumstransferredfrom the No. 2 Accountshallbe credited
to the No. 1 Account.

Article II

1. The No. 2 Account shallbe operatedin accordancewith theprovisions
of this Article and any sums standingto the credit of the said Account shall
be availableonly for the purposesprescribedin this Article.

2. The No. 2 Accountshallbe creditedwith—

(a) the proceedsat maturity or on realisation of any investments
purchasedin accordancewith establishedcustomwith funds standingto~
the credit of the No. 2 Account;

(b) transfersfrom the No. 1 Account in accordancewith paragraph2
of Article VII;

(c) such other transfersas may be agreedbetweenthe two Govern-
ments.

Cameinto forceon29 September1951,with retroactiveeffectfrom 1 July 1951, in accordance
with article XI.

United Nations, Treaty Series, Vol. 11, p. 371, and P. 128 of this volume.
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3. The No. 2 Accountshall be debitedwith—
(a) transfersin accordancewith Articles IV, V, andVI andparagraph2

of Article VII;
(b) payments in respect of investmentsmade in accordancewith

establishedcustom;
(c) suchotherttansfersasmaybeagreedbetweenthetwo Governments.

Article III

1. The Governmentof theUnitedKingdomshallnot restricttheavailability
of sterling standingto the credit of the No. 1 Accountfor paymentsfor current
transactionsin any currencyareaor for the purposeof any paymentto residents
of the ScheduledTerritories.

2. The Governmentof Pakistanshall not restrict :—

(a) the acceptanceby residentsof Pakistan,in settlementof payments
for current transactions,of sterling at the disposalof residentsoutside
Pakistan;

(b) theavailabilityof anyPakistanrupeesarisingfrompermittedcurrent
transactionsand accruing to residentsof the ScheduledTerritories for
any paymentsinside Pakistanor for the purchaseof sterling.

Article IV

Thereshallbe transferredforthwith from the No. 2 Account to the No. I
Accountthe sumof £30 million to be held by the StateBank of Pakistanas a
currencyreserve. It is the intention of the Governmentof Pakistannot to
drawupon this sum and it agreesnot to do so without previous consultation
with the Governmentof the United Kingdom.

Article V

The Governmentof the United Kingdom shall make available to the
Governmentof Pakistan,againststerling from No. 2 Account, gold to the value
of £4 million to form an addition to the gold reserveof the State Bank of
Pakistan.

Article VI

1. Thebalancefromtimeto timestandingto thecreditof theNo. 2 Account,
after the transfersprovided for in this Agreementhavebeenmade, shall be
transferredto the No. 1 Account in instalmentsof £4 million in each of the

No. 1798
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six periods of twelve monthsbeginning on the 1st July, 1951. Eachinstal-
ment shall be transferredwithin the appropriateperiod of 12 months as and
when requestedby the StateBank of Pakistan.

2. If at any time it shall be the view of the Governmentof the United
Kingdom andthe Governmentof PakistanthatPakistan’sessentialrequirements
of foreign exchangemakenecessarythe releaseof larger sumsfrom the No. 2
Account the two Governmentsshall consulttogetherwith a view to arranging
for any necessaryaccelerationin the rateof releaseprovidedfor in thepreceding
paragraph.

Article VII

1. Such transfersof capital from Pakistanto the rest of the Scheduled
Territoriesandvice versaas maybe agreedbetweenthe StateBank of Pakistan
and the Bank of Englandshall be subject to the provisionsof paragraph2 of
this Article.

2. The State Bank of Pakistanand the Bank of England shall consult
togetherat agreedintervalsin orderto establishby referenceto thebeststatistical
data available to them the net capital movementfrom Pakistanto the other
ScheduledTerritories or vice cersaas the case may be, resulting from the
agreedtransfersof capital. Thereafteran amount equal to the net capital
movementso establishedshall be transferredfrom the No. 2 Account to the
No. 1 Account if the movement is one from Pakistanto the other Scheduled
Territoriesor from the No. 1 Account to the No. 2 Account if the movement
is in the reversedirection.

3. Notwithstandinganything in this Article the two Governmentsshallnot
restrict transfersof capital from Pakistanto the United Kingdom representing—

(a) remittancesof savings belongihg to personsof United Kingdom
origin leaving Pakistanin order to take up permanentresidencein the
United Kingdom; and

(b) the voluntary repatriationof investmentsby personsregardedas
resident in the United Kingdom for purposesof exchangecontrol in the
United Kingdom.
4. Transfersof capital falling within the preceding paragraphshall be

included in the computationsfor which paragraph2 provides.

Article VIII

1. Thetwo Governmentsshallasoften asmaybenecessaryconsulttogether
with a view to ensuringthe smoothworking of the presentAgreement.

2. The State Bank of Pakistanandthe Bank of Englandshallbe entrusted
with the technical executionof this Agreementand shall consult togetheras
often as may be necessaryin orderto ensureits smoothworking.
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Article IX

The arrangementsrelating to the sterling pensionaryobligationsof the
Dominion of Pakistanandof theProvincesof Pakistan,containedin Sir Stafford
Cripps’ letter to Mr. Ghulam Mohammedof 14th July, 1948,1 exceptpara-
graph 3 thereof, shall continueto be operative.

Article X

For the purposesof the presentAgreement—
(a) the No. 1 Accountandthe No. 2 Accountshallmeanrespectively

the No. 1 Account and the No. 2 Account of the State Bank of Pakistan
openedwith the Bank of Englandunderthe provisionsof the Agreement
of 1947.

(b) theexpression”theScheduledTerritories” shallhavethe meaning
from time to time assignedto it under the United Kingdom Exchange
Control Act, 1947.

(c) theexpression“paymentsfor current transactions”shallhavethe
samemeaningas in Article XIX (i) of the Articles of Agreementof the
International MonetaryFund.2

Article XI

This Agreementshall replaceso far as it appliesto Pakistanthe Agreement
of 1947 as subsequentlymodified andextended. It shall comeinto force with
effect from 1st July, 1951, and shall terminateon 30th June, 1957. Further
consultationsshall be held before the termination of this Agreementwith a
view to extendingit or replacing it by anotherAgreement.

IN WITNESSTHEREOF theundersigned,beingduly authorisedtheretoby their
respectiveGovernments,havesignedthe presentAgreement.

DONE at London this 29th day of September,1951, in duplicate.

Forthe Governmentof the United Kingdom:
Hugh GAITSKELL

For the Governmentof Pakistan:
Habib RAHIMTOOLA

SeeP. 142 of this volume.
2 United Nations, Treaty Series,Vol. 2, p. 39, and Vol. 19, p. 280.
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EXCHANGE OF LETTERS

I

Chancellorof the Exchequerto High Commissionerfor Pakistan

TREASURY CHAMBERS

GREAT GEORGE STREET

LONDEN, S.W. 1

29thSeptember,1951

My dear High Commissioner,

As a result of thediscussionswhich havetakenplacebetweenus, weagreed
that, although the Agreementembodying the result of these discussionsis
expressedasbeing for six years,thereis no intentionon the part of the Govern-
ment of the United Kingdom thereafter to depart from the provisions of
Article III, paragraph1, nor on the part of the Governmentof Pakistanthere-
after to depart from the provisionsof Article IV.

I should be grateful if you would confirm that I havecorrectly recorded
our understanding.

Yours sincerely,
Hugh GAITSKELL

His Excellency Mr. Habib Ibrahim Rahimtoola

II

High Commissionerfor Pakistanto Chancellorof the Exchequer

OFFICE OF THE HIGH COMMISSIONER FOR PAKISTAN

34/36, LOWNDES SQUARE

LONDON, S.W. 1

29thSeptember,1951
My dearChancellor,

I haveto acknowledgereceipt of your letter of to-day’s date reading as
follows :—

{Seeletter IJ
I havepleasurein confirming that the understandingof your Government,

as set out in that letter, is acceptedby my Government.

Yours sincerely,
Habib I. RAHIMTOOLA

The Rt. Hon. H. T. N. Gaitskell, C.B.E., M.P.
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