
Arrangements regarding the marketing of 
South Africa's gold 
In view of the public interest in details ofthe recently announced arrangements relating to the marketing of 
South Africa's gold. letters and other information regarding these arrangements are published below. 

MinIStry of Finance 

PrE'lOns 

23rd December. 1969 

Dear Mr. Schweitzer, 

As you know, for some time the Republic of South Afnca 
has been diSCUSSing with the United States, with other 
members, and with you procedures for the orderly sale 
of newly-mined gold In the market and the sale of gold 
10 the International Monetary Fund. I wish to inform you 
that as a result of these discussions. the South Afncan 
authorities have adopted a pOlicy with respect to gold 
sales and I would liKe to reQuesl thai the Fund confirm 
that It will be prepared In the light of this statement of 
policy to buy gold from South Africa In Ihecircumstances 
and under the conditions set forth below 

The follOWing are the intentions of Ihe South African 
authontles as 10 the handling 01 newly-mined gold and 
reserves. 

1. Without prejudice 10 the determination of the legal 
position under the Articles of Agreement of the Fund. 
the South African authorllles may offer to sell gold to 
the Fund for the currencies 01 other members at the 
price of 35 Dollars per ounce, less a handllOgcharge 
as follows: 
(a) During penods when the markel price 01 gold falls 
to 35 Dollars per ounce or below. at which timesolfers 
10 sell gold to the Fund under this para,9raph la) would 
be liml\ed to amounts r'eQuired 10 meet current foreign 
exchange needs. and 
(b) regardless of the price 10 the private market, up to 
the extent that Soulh Africa experiences needs for 
foreign exchange over semi-annual periods beyond 
those which can be satisfied by the sale of all current 
new gold production on the private market or bysales 
to the Fund under paragraph 1 tal above. 

2. (a) The South African authorities Intend 10 sellcurrent 
production of newly-mlOed gold In an orderly manner 

on the private market to the full extent 01 current pay
ments needs. It is anticipated that new production in 
excess of those needsduringa semi-annual period may 
be added to reserves. 
(bl When selllOg gold other than in the private market. 
the South African authOfllles Intend In practice nor
mally to offer such gold to the Fund. 
tc) The South African authofltles may use gold in 
normal Fund transactions. e.g. in repurchase of 
appropnate draWings from the Fund. and to cover 
the gold ponion of any South African Quota Increase. 
and 10 obtam currency convertible in fact 10 exchange 
against special draWing fights lor which South Africa 
IS designated by the Fund. Rand drawn from the 
Fund by other members would generally be can· 
vened into gold when Rand are Induded in draWings 
under normal Fund procedures. These Fund-related 
transactions. which may take place Without regard 
to the market price of gold. will be reflected by 
changes in the compOSition of South Afrlca's reserves 
but will not aHect the volume of sales of newly-mined 
gold in the market. 

3. NOtwithstanding paragraphs lib) and 2 (a) above, 
the amount of gold held by South Africa on March 
17. 1968, reduced by sales by South Africa to 
monetary authornies {Including Fund-related trans
actions} after that date and funher reduced by such 
future sates to monetary authOrities as may be made 
to flOance defiCitS or as a result of Fund-related 
transactions. Will be available for such additional 
monetary sales as the South African authOrities may 
determine. up to 35 millton Dollars Quarterly begin
ning January 1. 1970. It is also contemplated that 
as an implementation of thiS understanding. the Fund 
would agree to purchase the amount of gold oHered to 
II by South Africa In May 1968. 

In order to determine whether South Africa has balance 
01 paymentS surpluses or deficits as well as to indicate 
other operational and procedural POintS With respect 
to thiS policy. I enclose a memorandum which clanlles 
these particular matters. 
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It would be appreciated If, in the light of these policy 
Intentions, the Fund were able to decide that It would 
purchase gold from South Africa In the Circumstances 
outlined above. I would expect that the Fund would re
view the situation at any time If there were a major 
change In Circumstances and In any event aherflveyears, 

The South African authorities will work out with the 
Managing Director consultation procedures on the 
currenCies 10 be purchased from the Fund Wit"! gold. 

I hope that this announced pOlicy, the Implementa
tion of which I believe will be a contrlbullOn to the 
stability of the Internallonal Monetary System, and my 
suggestion meet with the concurrence of the Fund A 
copy of this letter has been sent to the Secretary of the 
Treasury of the United States. 

Yours sincerely, 

lsi N Dledenchs 
Minister of Finance 
Republic of South AMca 

The Managing Director 
International Monetary Fund 

Operational and procedural points 

A For the present purposes. balanceofpaymentsdeflclts 
and surpluses WIll be equal to the change during the 
accounting period In the Iota I 01 South Afncan official 
gold and foreign exchange reserves, the net IMF 
position and changes in SDR holdings. and any foreign 
assets held by other South African banking Institutions 
and publIC agenCies under swap arrangements With 
the Reserve Bank. It is understood that changes In 

gold holdings ou tSide the monetary reserves and in 
monelary banks' pOSItions not covered by Reserve 
Bank swaps are normally not significant. If they 
should at any time become Significant, further con
sider.nion will be given to their inclUSion In the 
calculation . SDR allocations will not be considered 
as redUCing a deficit or increasing a surplus as above 
defined South Afnca does nOt envisage \Jnusual or 
non-traditional foreign borrOWings or other special 
transactions that would affect the elements listed In 
thiS paragraph. 

B. Addition of newly mined gold 10 South Alrican re
serves under paragraph 2 (a) Will take place when 
there IS a surplus for an accounting penod. It is en
Visaged that all new gold production, less domestic 
consumption. during the accounltng period Will be 
treated as a balance of paymenlS credit item and 
that It Will, in fact. be sold currently under 
paragraph 1 la) and paragraph 2 (a) to the full exten l 

necessary to meet payments needs, except forthe sales 
available under paragraph 3. apart from the Fund 
transacllOn initiated in May 1968. 

C. Sales of gold by South Afnca to monetary authOrities 
under paragraph 1 (a) may be made for any day 
when both London fiXing ptlces are $35.00 p.l.o, or 
below. In an amount reasonably commensurate With 
one-fifth of weekly sales from new production reqUired 
to be marketed to meet balance of payments needs. 

o Subject to paragraph 2 !a) 
1 Should sales 10 monetary authOrities under para
graph 1 (bJ. plus sales of SDRs and draWings from 
the IMF by South AfrIca, exceed the defiCit defined 
under paragraph A of thiS memorandum, such excess 
Will be deducted from the amount allowable for the 
first succeeding accounting peflod wherein a deflcl! 
IS again encountered. 
2. Should sales to monetary authOrities under para
graph 1 (bl. plus sales of SDRs and draWings from 
the IMF. lall short of the amount allowable for an 
aCCOunting penod In which South Afnca alms 10 
finance ItS entlte defiCit by these means, such shonfall 
Will be added to the amount allowable for Ihe next 
succeeding accounllng penod, 
3. It IS expected that any discrepancies under 1 and 2 
above will be minimal. 
4. Should sales to monetary authonties under para 
graph 1 (bl. plus sales of SDAs and draWings from 
the IMF, fall short of the amount allowable for an 
accounting penod In which South Aftlca does not aim 
to !mance liS entlte defICit by these means but chooses 
to selt more on the free market than It undertakes to 
do In paragraphs 2 (a), no correction Will be made lor 
any succeeding accounting penod, 

E. When the pnce cntetion is operative, sales of gold to 
the IMF shall be atttlbuted to the total deficit. If any. 
dUring the accounting penod. The balance of such 
sales. if any. wilt be aUtlbuted to newly mined gold 
to the extent of gold production dunng the accounting 
period. 

F Sales or payments under paragraph 2 (cl in connec
tion With IMF-related transactions are expected to 
take place only within the cmefla normally envisaged 
for IMF drawings by members. for use of members' 
currenCies 1(\ draWings by other members and for 
SD R transactions. 

G. Fundamentally. It IS expected that the composl\lon 
of South African reserves will not be greatly changed. 
In particular, It IS understood that the ratio of gold to 
total reserves will remain relatively stable. If South 
Africa should destre to make additional sales of gold 
or otherwise exchange assets for the purpose of 
achieving a baSIC change In the composition of ItS 
reserve holdings. further diSCUSSion would be held 
wtth a view to clarifYing intenTions. 



The Secretary 01 the Treasury 

Washington 

December 24, 1969 

Dear Mr. Schweitzer: 

I have received a copy of the letler dated December 23, 
1969. sen! to you by Mr. Diederichs m which he sets 
forth the ,ntentlons which South Alnca proposes to follow 
with respect to the handling 01 liS newly-mined gold 
and reserves. This maner bears Imponantly on the con
tinued effective functioning 01 the two-tier gold market 
which was initiated at a meeting on March 16-17, 
1968, which you anended. 

In view of the Intentions of South Aillca, and In view 
of discussions we have had with other Fund 
members, I should like to inlorm you that I have in
structed the U. S Executive Director to take the follow
ing pOSition. The United States IS prepared to suppon 
deCisions of the International Monetary Fundtopurchase 
gold offered for sale by South Africa In the Circumstances 
and under the conditions descflbed in that letter, as
summg that there IS an understanding among Fund 
members generally that they do not Intend to initiate 
offiCial gold purchases dlfectly from South Africa. With 
thiS understanding, I beheve that the policies to be 
followed will be consistent With the stability and proper 
functioning of the international monetary system. 

The Managing Director 
International Monetary Fund 

Sincerely yours, 

lsi Paul A. Volcker 
Acting Secrerary 
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Reelings .ten opsigte van die bemarking van 
Suid-Afrika se goud 

In die lig van die openbare belangstelling in die besonderhede van die reelings wat onlangs in verband met 
die bemarking van Suid-Afrika S8 gaud aangekondig is. word briewe en ander inli9tin9 rakanda hierdie oor-
8enkoms hieronder gepubliseer. 

Ministerie van Finansies 

Pretoria 

23 Desember 1969. 

Geagte mnr. Schwellzer. 

500s u weel hel die Repubtlek van SUid-Afrika Vif n 
gerUlme tyd met die Verenlgde St8te, met ander lede
lande en met u samesprekings gevaer oor die prosedure 
vir die ordellke verkoop van nuulontgmde gaud ap die 
mark en die verkoop van gaud aan die Internasionale 
Monetere Fonds. Ek wens u mee Ie dee I dal die 5U1d
Afrikaanse owerhede as gevol9 van hierdle same
sprekmgs 'n beleid met betrekking tOt goudverkope aan
vaar het en ek wi! graag versoek dat die Fonds beveslig 
dat hy bereid sal wees om. In die lig van hlerdie belelds
verklanng. goud van Suid-Afnka Ie koop in die omSlan
dlghede en onder die voorwaardes wal hleronder Uli
eengesil word. 

Die oogmerke van die SUid-Afrikaanse owerhede 
mel betrekking 101 die hantenng van nuulonlgmde goud 
en reserwes is soos volg: 

,. Sonder am aan die bepaling van die wetJike posisie 
mgevolge die Akle van Ooreenkoms van die Fonds 
afbreuk Ie doen kan die SUid-Afrikaanse owerhede 
aanbied om gaud aan die Fonds te verkoop vir die 
geldeenhede van ander lede leen die prys van 35 
dollar per ons. min 'n hefting vir hanlering, soos votg: 
(a) Gedurende penodes waafln die markprys van 
goud tOl 35 dollar per ~ns of laer daal, in welke geval 
aanbledinge am goud kragtens hierdle paragraaf (a) 

aan die Fonds Ie verkoop, beperk sal wees lot bed rae 
wal benodlg word om lopende builelandse valula
behoeftes te dek, en 
(b) ongeag die prys op die vrye mark In die mate waar
loe SUid-Afrika behoefte ondervmd aan bUllelandse 
valula oar halfJaarliKse peri odes bo en behalwe dlt 
wat bevredlg kan word deur die verkoop van aile 
lopende nuwe goudproduksie op die vrye mark of 
deur verkope aan die Fonds kragtens paragraaf 1 (a) 
hlerbo. 

2. (a) Ole SUld-Afnkaanse owerhede beoog om die 
lopende produksie van nuutonlginde goud op 'n 
ordelike wyse op die vrye mark Ie verkoop tOI die 
IOlale omvang van lopende betalingsbehoehes, Daar 
word verwag dar nuwe produksie wat daardie behoef
les gedurende 'n halfJaarfikse periode Ie bowe gaan. 
by die reserwes gevoeg mag word. 
(b) Wanneer goud anders as op die vrye mark verkoop 
word, beoog die SUid-Afrlkaanse owerhede am in 
praklyk sodanlge gaud normaalweg aan die Fonds 
aan Ie bied, 
(e) Ole SUld-Afrikaanse owerhede mag goud In nor
male Fonds-transaksies gebruik, byvoorbeeld by die 
terugkoop van loepaslike Irekkings op die Fonds, en 
am die goudgedeelle van enige loename m SUld
Afrika se kwota te dek, en am val uta wat werkllk m
wisselbaar IS te verkry om teen spesiale trekkings
regIe. W81 die Fonds aan Suid-Afrika mag lOewys, in 
Ie ruiL Rand deur ander ledelande op die Fonds 
getrek. sal oar die algemeen 111 gaud omgewissel 
word wanneer Rand in trekkings ingevolge norma Ie 
Fondsprosedures mgeslUlI word. Hierdie Fondsver
wante transaksies wal ongeag die markprys van gaud 
mag plaasvmd, sal in verandeflngs 111 die samestel
Img van SUld-Affika se reserwes weerspieel word, 
maar sal nie die volume van verkope van nuulOnl
gmde goud '" die mark be'invloed nle. 

3. NleteenSlaande paragrawe 1 (b) en 2 (a) hlerbo. sal 
die bedrag aan gaud wal op 17 Maart 1968 deur 
SUid-Affika gehou IS, verminder met verkope deur 
SUid-Afnka aan monetere owerhede (inslUllende 
Fondsverwante transaksles) na daardle datum en ver
der verminder met sodanige toekomstlge verkope 
aan monelere owerhede as wal gemaak mag word 
om tekone Ie fmansier of as gevolg van Fondsver
wante Iransaksles, besklkbaar wees vir sodanlge 
addislonele monetere verkope as wal die Suid
Afrikaanse owerhede mag bepaal. lot 'n makslmum 
van 35 mllJoen dollar per kwartaal met tngang 1 
Januarie 1970. Daar word ook verwag dat die Fonds. 
In die uilvoering van hierdle ooreenkoms. sal ,"Slem 
om die hoeveelhe!d goud deur SUid-Afrika aan hom 
111 Mei 1968 aangebled. Ie koop. 
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Ten einde te bepaal of SUid-Afnka betallngsbalans
tekorte of -oorskot1e het en ook om ander punte ten 
opSIgte van die werking en prosedure van hlerdle beleld 
aan Ie toon, slull ek 'n memorandum In wat hlerdle 
besondere sake loelig , 

011 salop prys geslel word Indlen die Fonds, In die 
IIg van hlerdle beletdsoogmerke. In Slaal sal wees om 
Ie beslull da! hy goud van SUid-Afnka onder die om
slandlghede hlerbo uileengesil sal koop , Ek sou verwag 
dal die Fonds die pOSISle Ie enige !yd, Indlen daar 'n 
wesenlike veranderlng In omstandlghede sou "oorkom, 
en In elk geval na vyf taar, In heroorweglng sou WOU 

neem, 
Ole SUld-A!nkaanse owerhede sal In samewerklng 

met die BeslUrende Oirekleur konsultasleprosedures 
met betrekklnQ 101 die valula wal van die Fonds met 
goud gekoop sal word, ullwerk, 

Ek hoop dat die Fonds mel hlerdle aangekondlgde 
beleld, die UllVoenng waarvan na my menirg tOI die 
stablillelt van die Internaslonale monetere slelsel sal 
bydra. en my voorstel sal saamSlem, 'n A!sk!l! van hler
die bnef is gestuur aan die Sekretarts van die Tesoufte 
van die Verenigde Slate. 

Ole uwe, 

gel. N. Olederichs 
MlnlSier van FinanSles 
Republiek van SUid-Afdka. 

Ole BeSlurende Oirekteur. 
Internasionale Monelers Fonds. 

Punta aangaande werking en prosedure 

A. Vir huidige doelelndes sal betallOgsbalanslekorte en 
-oorskol1e gelyk wees aan die verandenng gedurende 
die rekeningkundige periode In die 10laal van SUld 
Afnka se otfislele goud- en bUllelandse valulareser
wes, die nelto I M .F.-posisie en veranderings in die 
besll aan S.T. R .. en enige bUllelandse bales wal deur 
ander SUld-Afnkaanse banklnstelltngs en amplehke 
Instellings IOgevolge rUllooreenkomsle mel die 
Reserwebank gehou word. Oaar word aangeneem 
dat verandertngs In die goudbesll bUlle die monelere 
reserwes en In die moneu}re banke se posisles wat 
Ole deur die rUIJooreenkomsle mel die Reserwebank 
gedek word Ole. normaalweg nle bedulde1d IS nle 
Indlen dll te enlge tyd bedUtdend sou word, sat ver
dere oorweglng aan die Inslulftng daarvan In die 
berekeOings geskenk word. S.T.R.-taekernings sal 
nle beskou word om ·n vermindertng van 'n lekort of 
·n vermeerdenng van ·n oorskOl, soos hlerbo gede!i
nleer Ie bewerkslellig nle. SUld-Afrtka voorslen Ole 
bUHengewone of me-tradislonele bUllelandse lenings 
of ander speslale Iransaksles wal die komponente in 
hlerdle paragraaf uileengesil. sa! be·invloed nie. 

B. Ole loevoeglng van nuulontgmde goud lOt die SUld
Afnkaanse reserwes kragtens paragraaf 2 la} sal 
plaasvmd wanneer daar 'n oorskOI vir 'n rekenmg
kundlge periode is. Oil word In die vooruHSlg gestel 
dat aile nuwe goudproduksle. min blnnelandse ver
brUtk. gedurende die rekeningkundlge pert ode as 'n 
kredlelpos In die betalingsbalans behandel sal word 
en dat dH mderdaad op ·n lopende basis verkoop sal 
word kraglens paragraaf 1 (a) en paragraaf 2 (a) om 
die tala Ie omvang van belallOgsbehoeftes te bevred lg, 
behalwe ¥If verkope besklkbaar kraglens paragraat 
3. algeslen van die Fondstransaksle wat In Mel 1968 
aanhanglg gemaak IS. 

C. Verkope van goud deur SUld-Afrtka aan monelere 
owerhede kragtens paragraaf 1 (a) mag w enlge dag 
wanneet belde die Londense vasslelitngspryse op 35 
dollar per fyn ons 01 minder Ie Slaan kom, plaasvtnd 
101 'n bed rag ongeveer gelyk aan een-vyfde van week
fikse verkope ulI nuwe produksle wat vir belaJings
bafansbehoeftes bemarlc moel word 

O. Onderhewig aan paragraaf 2 (a) : 

1 Sou verkope aan die mOnetere owerhede kragtens 
paragraaf l ib) plus verkope van S,T. R.·s en trekklngs 
op die LM F deur SUld-Afrlka. die tekor! gedellnleer 
In paragraaf A van hlerdle memorandum oorskry sal 
sodanlge oorskol afgetrek word van die bedrag wal 
loefaatbaar IS Vir dIe eerste daaropvolgende rekenmg
kundlge peflode waarln ·n tekorl weer ondervind 
word . 
2. Sou verkope aan die monetere owerhede kragtens 
paragraaf 1 (bl. plus verkope van S.T.R."s en Ifekklngs 
op die f M F. minder wees as die bedrag wat loe
faalbaar is Vlf 'n rekentngkundlge peflode waann 
SOld-Afrika beoog om sy hele tekon op hlerdle wyse 
Ie !mansler, sal dIe lek.er! by die bedrag wat toelaat
baar IS ¥If die daaropvolgende rekenlngkundlge 
periode, getel word. 
3. Oaar word verwag dal 8nige verskille 10gevoige 1 
en 2 hlerbo rntnimaal sal wees. 
4. Sou verkope aan die monelere owerhede kraglens 
paragraal 1 Ibl. plus verkope van S.T R.·s en ttekktngs 
op die I M .F. mtnder wees as die bedrag toelaat
baar Vlf ·n rekentngkundlge peflode waartn SUld
Afrtka nle beoog om sy lOla Ie tekon op hierdle wyse 
te finanSler Ole maar verkles om meer op die vrye 
mark Ie verkoop as wal hy kraglens paragraaf 2 (a) 

onderneem em Ie doen sal geen aanSutweling Vlf 
enlge daaropvolgende rekentngkundlge peflode 
gemaak word nle. 

E. Wanneer die prysmaatstaf In werking is, sal verkope 
van goud aan dIe LM.F aan die 10lale lekon, Indlen 
enlge, gedurende die rekenlngkundlge peflode loe
gewys word. Ole bafans van sodanlge verkope. In

dlen emge. sal loegewys word aan nuulontglOde 
goud 101 die omvang van die goudproduksle gedu
rende die rekeningkundlge perlode. 



F, Verkope 01 betalings kraglens paragraal 2 (e) In ver
band mel I, M, F ,-veIWanle transakSles sal na veIWag
ting slegs plaasvlnd ooreenkomsllg die maatstawwe 
wal normaalweg in die voorUllSlg geslel word vir 
LM F,-trekkings deur lede, vir gebrUlk van die valula 
van lede In trekklngs deur ander lede en vir S,T,A,
transakSles 

G, Basies word daar me verwag dal die samestelling van 
die SUid-Alrlkaanse reserwes beJangnk sal verander 
nle. In besonder word aangeneem da! dleverhoudmg 
van goud tOt totale reserwes betreklik slabiel sal bly 
Indlen Suid-Alrlka sou begeer om addlslonele goud
verkope Ie onderneem 01 om andersms bates te ver
rull met die doel om 'n baslese verandering in die 
sameslelling van sy reserwes te weeg te bring, sal 
verdere samesprekmgs gevoer word met die doe I om 
sodanlge oogmerke op te klaar , 

Ole Sekrelans van die Tesoune 

Washington 

24 Desember 1969. 

Geagte mnr Schweitzer, 

Ek hel 'n afskrif ontvang van die bnef. gedateer 23 
Oesember 1969, wat deur mnr. Diedenchs aan u 
gesluur IS en waann hy die doelstellings wat SUld
Afrika mel betrekkmg tot die hantering van sy nuulont
ginde goud en reserwes, beoog, ulteenSIt. Hlerdie saak 
is beJangfik Vir die voortgesette doehreffende funk
sionering van die twee-prys goudmark wat ontstaan 
hel by 'n vergadenng op , 6-1 7 Maan 1968, wal u by
gewoon hel 

In die 119 van die doelstellings van Suid-Alrika, en in 
die lig van samespreklOgs wal ons met ander lede van 
die Fonds gevoer het, Slel ek u graag In kennis dat ek 
die Verenigde State se Ultvoerende Direkteur gelas het 
om die volgende standpunl in Ie neem. Die Veremgde 
State IS be reid om die Inlernasionale Monelere Fonds 
ta Sleun in sy beslulte om goud, wat deur SUld-Afrika 
te koop aangebled word, Ie koop in die omslandighede 
en onder die voorwaardes ulleengesll In daardle bflef. 
met die veronderstelling dat daar oor die algemeen 'n 
verstandhouding lussen lede van dl9 Fonds is da! hulle 
ole van voorneme IS om offlslele goudaankope reg
streeks van SUid-Alnka te onderneem nle. Met hlerdie 
verslBndhoudlng glo ek dat die beleld wat gevolg sat 
word sal strook met die Stabllilell en behoorlike funk
slonering van die Imernaslonale monelere slelsel. 

Die uwe, 
get , Paul A. Volcker 
Waarnemende Sekret8f/S 

Die Beslurende Dtrekteur. 
Inlernaslonale Monetere Fonds, 
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