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IMF surveillance is mandated and governed by Article IV of its Articles of Agreement, as 
amended in April 1978. The text of Article IV and the principal Executive Board decision on 
how this work should be conducted are reproduced here.

Article IV. Obligations Regarding Exchange Arrangements

Section 1. General obligations of members

Recognizing that the essential purpose of the international monetary system is to 
provide a framework that facilitates the exchange of goods, services, and capital 
among countries, and that sustains sound economic growth, and that a principal 
objective is the continuing development of the orderly underlying conditions that 
are necessary for financial and economic stability, each member undertakes to 
collaborate with the Fund and other members to assure orderly exchange arrange-
ments and to promote a stable system of exchange rates. In particular, each mem-
ber shall:

(i) endeavor to direct its economic and financial policies toward the objective of 
fostering orderly economic growth with reasonable price stability, with due 
regard to its circumstances;

(ii) seek to promote stability by fostering orderly underlying economic and finan-
cial conditions and a monetary system that does not tend to produce erratic 
disruptions;

(iii) avoid manipulating exchange rates or the international monetary system in 
order to prevent effective balance of payments adjustment or to gain an unfair 
competitive advantage over other members; and

(iv) follow exchange policies compatible with the undertakings under this Section.

Section 2. General exchange arrangements

(a) Each member shall notify the Fund, within thirty days after the date of the 
second amendment of this Agreement, of the exchange arrangements it intends to 
apply in fulfillment of its obligations under Section 1 of this Article, and shall notify 
the Fund promptly of any changes in its exchange arrangements.

(b) Under an international monetary system of the kind prevailing on January 1, 
1976, exchange arrangements may include (i) the maintenance by a member of a value 
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for its currency in terms of the special drawing right or another denominator, other 
than gold, selected by the member, or (ii) cooperative arrangements by which members 
maintain the value of their currencies in relation to the value of the currency or cur-
rencies of other members, or (iii) other exchange arrangements of a member’s choice.

(c) To accord with the development of the international monetary system, the 
Fund, by an eighty-five percent majority of the total voting power, may make provision 
for general exchange arrangements without limiting the right of members to have ex-
change arrangements of their choice consistent with the purposes of the Fund and the 
obligations under Section 1 of this Article.

Section 3. Surveillance over exchange arrangements

(a) The Fund shall oversee the international monetary system in order to ensure its 
effective operation, and shall oversee the compliance of each member with its obliga-
tions under Section 1 of this Article.

(b) In order to fulfill its functions under (a) above, the Fund shall exercise firm 
surveillance over the exchange rate policies of members, and shall adopt specific prin-
ciples for the guidance of all members with respect to those policies. Each member 
shall provide the Fund with the information necessary for such surveillance, and, when 
requested by the Fund, shall consult with it on the member’s exchange rate policies. 
The principles adopted by the Fund shall be consistent with cooperative arrangements 
by which members maintain the value of their currencies in relation to the value of 
the currency or currencies of other members, as well as with other exchange arrange-
ments of a member’s choice consistent with the purposes of the Fund and Section 1 of 
this Article. These principles shall respect the domestic social and political policies of 
members, and in applying these principles the Fund shall pay due regard to the circum-
stances of members.

Section 4. Par values

The Fund may determine, by an eighty-five percent majority of the total voting 
power, that international economic conditions permit the introduction of a widespread 
system of exchange arrangements based on stable but adjustable par values. The Fund 
shall make the determination on the basis of the underlying stability of the world 
economy, and for this purpose shall take into account price movements and rates of 
expansion in the economies of members. The determination shall be made in light of 
the evolution of the international monetary system, with particular reference to 
sources of liquidity, and, in order to ensure the effective operation of a system of par 
values, to arrangements under which both members in surplus and members in deficit 
in their balances of payments take prompt, effective, and symmetrical action to achieve 
adjustment, as well as to arrangements for intervention and the treatment of imbal-
ances. Upon making such determination, the Fund shall notify members that the 
provisions of Schedule C apply.
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Section 5. Separate currencies within a member’s territories

(a) Action by a member with respect to its currency under this Article shall be 
deemed to apply to the separate currencies of all territories in respect of which the 
member has accepted this Agreement under Article XXXI, Section 2(g) unless the 
member declares that its action relates either to the metropolitan currency alone, or 
only to one or more specified separate currencies, or to the metropolitan currency and 
one or more specified separate currencies.

(b) Action by the Fund under this Article shall be deemed to relate to all currencies 
of a member referred to in (a) above unless the Fund declares otherwise.

******

The 1977 Decision: Principles and Procedures for Implementing Article IV

In April 1977, in anticipation of the adoption of the new Article IV, the Executive Board 
adopted Decision No. 5392-(77/63), which specified that the Fund “shall act in accordance 
with” the document “Surveillance over Exchange Rate Policies.” That document was amended 
twice in the 1980s for procedural reasons, and in 1995 to expand coverage to cover the sus-
tainability of capital flows. The text below is the version that was in effect in the 1990s, with 
the 1995 amendments shown in bold font.1 

Surveillance over Exchange Rate Policies

General Principles

Article IV, Section 3(a) provides that “The Fund shall oversee the international 
monetary system in order to ensure its effective operation, and shall oversee the 
compliance of each member with its obligations under Section 1 of this Article.” 
Article IV, Section 3(b) provides that in order to fulfill its functions under 3(a), 
“the Fund shall exercise firm surveillance over the exchange rate policies of mem-
bers, and shall adopt specific principles for the guidance of all members with re-
spect to those policies.” Article IV, Section 3(b) also provides that “The principles 
adopted by the Fund shall be consistent with cooperative arrangements by which 
members maintain the value of their currencies in relation to the value of the cur-
rency of currencies of other members, as well as with other exchange arrangements 
of a member’s choice consistent with the purposes of the Fund and Section 1 of 
this Article. These principles shall respect the domestic social and political poli-
cies of members, and in applying these principles the Fund shall pay due regard to 

1Decision No. 10950-(95/37), April 10, 1995. For the earlier amendments to the 1977 decision and 
for related Board decisions from the 1980s, see Boughton (2001), pp. 127–31.
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the circumstances of members.” In addition, Article IV, Section 3(b) requires that 
“Each member shall provide the Fund with the information necessary for such 
surveillance, and, when requested by the Fund, shall consult with it on the mem-
ber’s exchange rate policies.”

The principles and procedures set out below, which apply to all members whatever 
their exchange arrangements and whatever their balance of payments position, are 
adopted by the Fund in order to perform its functions under Section 3(b). They are not 
necessarily comprehensive and are subject to reconsideration in the light of experi-
ence. The do not deal directly with the Fund’s responsibilities referred to in Section 
3(a), although it is recognized that there is a close relationship between domestic and 
international economic policies. This relationship is emphasized in Article IV which 
includes the international economic provision: “Recognizing . . . that a principal ob-
jective [of the international monetary system] is the continuing development of the 
orderly underlying conditions that are necessary for financial and economic stability, 
each member undertakes to collaborate with the Fund and other members to assure 
orderly exchange arrangements and to promote a stable system of exchange rates.”

Principles of the Guidance of Members’ Exchange Policies

A. A member shall avoid manipulating exchange rates or the international mone-
tary system in order to prevent effective balance of payments adjustment or to gain an 
unfair competitive advantage over other members.

B. A member should intervene in the exchange market if necessary to counter dis-
orderly conditions which may be characterized inter alia by disruptive short-term 
movements in the exchange value of its currency.

C. Members should take into account in their intervention policies the interests of 
other members, including those of the countries in whose currencies they intervene.

Principles of Fund Surveillance over Exchange Rate Policies

1. The surveillance of exchange rate policies shall be adapted to the needs of inter-
national adjustments as they develop. The functioning of the international adjustment 
process shall be kept under review by the Executive Board and Interim Committee and 
the assessment of its operation shall be taken into account in the implementation of 
the principles set forth below.

2. In its surveillance of the observance by members of the principles set forth above, 
the Fund shall consider the following developments as among those which might indi-
cate the need for discussion with a member:

i. protracted large-scale intervention in one direction in the exchange 
market;

ii. an unsustainable level of official or quasi-official borrowing, or excessive and 
prolonged short-term official or quasi-official lending, for balance of pay-
ments purposes;
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iii. (a)  the introduction, substantial intensification, or prolonged maintenance, 
for balance of payments purposes, of restrictions on, or incentives for, 
current transactions or payments or 

(b)  the introduction or substantial modification for balance of payments pur-
poses of restrictions on, or incentives for the inflow or outflow of capital;

iv. the pursuit, for balance of payments purposes, of monetary and other domes-
tic financial policies that provide abnormal encouragement or discourage-
ment to capital flows; and

v. behavior of the exchange rate that appears to be unrelated to underlying 
economic and financial conditions including factors affecting competitive-
ness and long-term capital movements; and

vi. unsustainable flows of private capital.
3. The Fund’s appraisal of member’s exchange rate policies shall be based on an 

evaluation of the developments in the member’s balance of payments, including the 
size and sustainability of capital flows, against the background of its reserve position 
and its external indebtedness. This appraisal shall be made within the framework of a 
comprehensive analysis of the general economic situation and economic policy strat-
egy of the member, and shall recognize that domestic as well as external policies can 
contribute to timely adjustment of the balance of payments. The appraisal shall take 
into account the extent to which the policies of the member, including its exchange 
rate policies, serve the objectives of the continuing development of the orderly under-
lying conditions that are necessary for financial stability, the promotion of sustained 
sound economic growth, and reasonable levels of employment.

Procedures for Surveillance

I. Each member shall notify the Fund in appropriate detail within thirty days after 
the Second Amendment becomes effective of the exchange arrangements it intends to 
apply in fulfillment of its obligations under Article IV, Section 1. Each member shall 
also notify the Fund promptly of any changes in its exchange arrangements.

II. Members shall consult with the Fund regularly under Article IV. In principle, the 
consultations under Article IV shall comprehend the regular consultations under Ar-
ticle VIII and XIV, and shall take place annually. They shall include consideration of 
the observance by members of the principles set forth above as well as of a member’s 
obligations under Article IV, Section 1. Not later than three months after the termina-
tion of discussions between the member and the staff, the Executive Board shall reach 
conclusions and thereby complete the consultation under Article IV.

III. Broad developments in exchange rates will be reviewed periodically by the Ex-
ecutive Board, inter alia in discussions of the international adjustments process within 
the framework of the World Economic Outlook. The Fund will continue to conduct 
special consultations in preparing for these discussions.

IV. The Managing Director shall maintain close contact with members in connec-
tion with their exchange arrangements and exchange policies, and will be prepared to 
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discuss on the initiative of a member important changes that it contemplates in its 
exchange arrangements or its exchange rate policies.

V. If, in the interval between Article IV consultations, the Managing Director, tak-
ing into account any views that may have been expressed by other members, considers 
that a member’s exchange rate policies may not be in accord with the exchange rate 
principles, he shall raise the matter informally and confidentially with the member, 
and shall conclude promptly whether there is a question of the observance of the prin-
ciples. If he concludes that there is such a question, he shall initiate and conduct on a 
confidential basis a discussion with the member under Article IV, Section 3(b). As 
soon as possible after the completion of such a discussion, and in any event not later 
than four months after its initiation, the Managing Director shall report to the Execu-
tive Board on the results of the discussion. If, however, the Managing Director is satis-
fied that the principles are being observed, he shall informally advise all Executive 
Directors, and the staff shall report on the discussion in the context of the next Article 
IV consultation; but the Managing Director shall not place the matter on the agenda 
of the Executive Board unless the member requests that this procedure be followed.

VI. The Executive Directors shall review the general implementation of the Fund’s 
surveillance over member’s exchange rate policies at intervals of two years and at such 
other times as consideration of it is placed on the agenda of the Executive Board.


