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t he Annual Report of the IMF’s Executive Board to the Fund’s

Board of Governors is an essential instrument in the IMF’s

accountability. The Executive Board, which is responsible for con-

ducting the Fund’s business, consists of 24 Executive Directors

appointed or elected by the IMF’s 184 member countries, while the

Board of Governors, on which every member country is represented

by a senior official—in almost all cases the finance minister or cen-

tral bank governor—is the highest authority governing the IMF. But

the Annual Report does not only represent the accountability of the

Executive Board to the Fund’s Board of Governors. Its publication

also signifies the Fund’s broader accountability, to the public at

large. Today that accountability is also represented by the Fund’s

prompt publication of a large majority of the reports discussed by

the Executive Board, summaries of most Board discussions, and

a substantial volume of other material—demonstrating the IMF’s

commitment to transparency.

This Annual Report, covering the financial year to the end of April

2005, describes what was another very active period for the

institution, despite an unusually benign global economic environment,

with a notable absence of serious financial crises. World economic

growth was strong, and inflation remained subdued. The expansion

continued to be led mainly by the United States and China, and other

Asian emerging market economies, but economic performance

improved in almost every region. Sub-Saharan Africa, in particular,

posted its highest growth in a decade in 2004—an encouraging boost

to the poverty reduction that the region so urgently needs. These

favorable developments reflected, to a significant extent, improve-

ments in policies in recent years in a number of member countries—

improvements actively supported in many cases by the IMF.

Nevertheless, there remained significant risks to the global expan-

sion—including chronic payments imbalances and rising oil prices—

and countries continued to face challenges in the pursuit of reforms

needed to secure sustained, strong growth with high levels of

employment. Much of the IMF’s work last year, especially through its

surveillance over the economies of all its member countries, and

over the global economy and monetary system, involved advice on,

and advocacy of, policies to address these risks and challenges. The

Fund also again provided financial support for policy programs in

many developing and emerging market countries—programs aimed

at enhancing sustainable growth as well as resolving balance of pay-

ments difficulties.

Looking ahead, the continuing favorable economic outlook should

provide countries with further opportunities, which they should seize,

to strengthen their economies. For low-income countries, in particu-

lar, the prospect of enhanced financial support by the international

community has improved the chances that the Millennium Develop-

ment Goals (MDGs) will be achieved, but only if the countries them-

selves take the bold policy actions needed to foster stronger growth

and poverty reduction. At the international level, an especially high

priority now, including for faster progress in reducing poverty, is that

all countries meet their commitments to achieve an ambitious liber-

alization of trade under the Doha Round.

The IMF also remained busy in FY2005 with reforms of its own poli-

cies and operations. We conducted periodic reviews of some major

operational policies, including surveillance and conditionality in IMF-

supported programs. Such reviews of particular operations form part

of the Fund’s culture of learning and change. But it is crucial also

that we occasionally step back to take a fresh look at our institution
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as a whole. For that reason, a few months after I became Managing

Director in June 2004, I initiated a review of the Fund’s strategic

direction. For the IMF to continue to serve, as effectively as possible,

its member countries and the purposes for which it was established,

it has to be in a position to help its member countries deal with the

forces that are likely to shape the global economy in the coming

years. The strategic review is an opportunity to explore a variety of

issues and consider their implications for the work of the Fund. These

include global financial flows, regional integration, efforts to help

low-income countries reduce poverty and achieve the MDGs, and the

Fund’s own governance.

I look forward to discussion of the Fund’s medium-term strategy at

our September 2005 Annual Meetings of Governors. A sense is

already emerging that the IMF, in its continuing evolution, must

remain grounded in its core mandate, laid out 61 years ago in the

Fund’s Articles of Agreement—to promote international monetary

cooperation; to foster the balanced growth of international trade;

to promote exchange rate stability; to assist in the functioning of a

multilateral system of payments; to promote macroeconomic and

financial stability, which is essential for sustained growth; and to

help countries deal with balance of payments difficulties. Over the

past six decades, as international economic integration and inter-

dependence have increased, the presence of an organization and

forum with these purposes—an organization that is international,

now virtually global, where countries come together with their

naturally different perspectives to cooperate on economic and

financial matters—has become more and more relevant to the

world’s needs. Our challenge is to further enhance the IMF’s effec-

tiveness in serving these purposes, including by ensuring that the

Fund is as up-to-date as the rapidly evolving global economy and

financial system.
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August 18, 2005

Dear Mr. Chairman:

I have the honor to present to the Board of Governors the Annual Report of the Executive Board for the financial

year ended April 30, 2005, in accordance with Article XII, Section 7(a) of the Articles of Agreement of the Interna-

tional Monetary Fund and Section 10 of the IMF’s By-Laws. In accordance with Section 20 of the By-Laws, the

administrative and capital budgets of the IMF approved by the Executive Board for the financial year ending April

30, 2006, are presented in Chapter 7. The audited financial statements for the year ended April 30, 2005, of the

General Department, the SDR Department, and the accounts administered by the IMF, together with reports of the

external audit firm thereon, are presented in Appendix VII.

Rodrigo de Rato
Managing Director and 

Chair of the Executive Board

Letter of Transmittal
to the Board of Governors
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