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MINISTFR FOR FINANCI ,

M.P.(E.D.) 0064/67 EECRET SINGAPORE:,

12%h December, 1967.

The Right Honourable Roy Jemkins,
Chanceller of the Exchequer,

The Trsasury,

London.

¥y dear Chancellor,

I acknowledge the receipt of your
letter of the 6th December, 1967. FPirst, may I
weloome you to the fraternity and wish you many
happy and rewarding years in it.

2. Your miegivings over ocur overseas
investment, I am afraid, rest on a Bl sunderstanding
of the real situation. Three-feurths of the funds
we keop oversess are not nonetary reserves, Thoy
consist of accumulatiens of various deposits and
surpluges on Government account, meinly the outcoms
of prudent financing over the years and continuous
surpluses in Singapore's overall balance of payrents.
Por instance, we still retain the archaioc custom of
funding our Public Debt and these sinking funds are
maintained abread. As these are not momotaery
reserves, I was not aware that I was obliged to
diecuss with anybody where I bank them.

3s Our monetary reserves, reprosented

by $352 million in new Currency backing and abeut
$150 millien in old Currency backing, are held in
Londen except for some $46 millioen in U.S. dollars.,
There is also a small smount, $73} million, held in
gold in Lenden. I do not think you can say that

en unduly large proportion of our nonetary reserves
is being held outeide the Sterling area. I may
mention here that our currency notes are sutomatically
convertible into sterling on demend and this is the
reason why we keep such subetantial holdings in
London and maintain a 1004 cover for eur note issue.
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4. As a consgeguence of this, following
upen devaluation, Singapore ras loet $69 millicn
in the valus of its Sterling baeking of the now
currency and our ehare of the old currency.
additien, the Singapore Governmont has lost enother
€55 million end the statutor euthorities another
$23 million. Totalling 8157 million, these &are
gubstantial losses for a enall under-develeped
country to sustain. However, you may be pleased
to know that neither I nor any of my colleagues
have uttered a single word of recrimination against
your Government.

5 The positien could have been
different. I do not know if the Benk of BEngland
had informed you of the reection in Kalaysia where
consultatiecns with your Governzent did take place.
You may be jnterested to read comments from senier
Malaysian Kinisters and senators on this gubjeot

and I enclose copies of newspaper reports on this.

6. You may rest assured that the
strength and stadbility of the Sterling arca have
been end will centimue to be uppermest in our
minds. %ha diversification exercise you referred
to was conducted gradually and over a leng peried
of tims. Had we been unmindful of the general
intorests of the Sterlimgy arca, We would have been
able to avoid a large part of the losses that we
hed incurred.

Yours sinceraely,
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(Goh Keng Swe ) fea
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