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INTRODUCTION: Exchange Stabilization Fund

To stabilize the exchange value of the dollar, the Exchange Stabilization Fund (ESF) was established pursuant to chapter 6, section 10 of the Gold Reserve Act of January 30, 1934 codified at 31 United States Code 5302, which authorized establishment of a Treasury fund to be operated under the exclusive control of the Secretary, with approval of the President. 

Subsequent amendment of the Gold Reserve Act modified the original purpose somewhat to reflect termination of the fixed exchange rate system.

Section 4027 of H.R. 748, the Coronavirus Aid, Relief, and Economic Security Act (CARES Act), enacted on March 27, 2020 as Pub. Law 116-136, appropriated $500 billion to the Exchange Stabilization Fund (ESF), which the Secretary of the Treasury is authorized to use to make loans, loan guarantees, and other investments in support of eligible businesses, States, and municipalities and to provide the subsidy amounts necessary for such loans, loan guarantees, and other investments in accordance with the provisions of the Federal Credit Reform Act of 1990 (2 U.S.C. 661 et seq.). The CARES Act appropriation is used to fund the credit subsidy portion of loans, loan guarantees, and other investments authorized under section 4003 of the CARES Act, and the remaining portion of such disbursements is funded by borrowings from Treasury through the Bureau of Fiscal Service. This appropriated balance and borrowings from Treasury are held as a fund balance with Treasury until disbursed. 

Resources of the fund include (a) Fund Balance, which reflects the appropriation from the CARES Act minus the net credit subsidy portion of all investments and loans receivable and expenditures for administrative expenses in support of the CARES Act, (b) U.S. Government securities (dollar balances), (c) special drawing rights -SDRs, and (d) foreign currencies. Principal sources of income -+ or loss -- for the fund are profits -+ or losses -- on SDRs and foreign exchange, interest earned on U.S Government and foreign securities, SDRs, and other non-CARES Act facilities. 
· Table ESF-1 presents the assets, liabilities, and capital of the fund. The figures are in U.S. dollars. Amounts and transactions pertaining to foreign currencies have been converted to U.S. dollars based on current exchange rates computed according to the accrual method of accounting. Investments and loans receivable are reported at cost. The capital account represents the original capital appropriated to the fund by Congress of $2 billion, minus a subsequent transfer of $1.8 billion to pay for the initial U.S. quota subscription to the International Monetary Fund. The additional appropriated capital represents the $500 billion appropriated under the CARES Act Sec 4003 minus transfers and expenditures. Conversion gains and losses are reflected in the cumulative net income -+ or loss -- account.

· Table ESF-2 shows the results of operations for the current quarter and year-to-date. Figures are in U.S. dollars computed according to the accrual method. “Profit -+ or loss -- on foreign exchange” includes realized profits or losses. “Adjustment for change in valuation of SDR holdings and allocations” reflects net gain or loss on revaluation of SDR holdings and allocations for the quarter. CARES Act related administrative costs incurred in connection with the loans, loan guarantees and other investments are accrued.

See Table ESF-1 and ESF-2 on the following pages.
	TABLE ESF-1—Balances as of June 30, 2020, and September 30, 2020
[In thousands of dollars. Source: Office of the Assistant Secretary of the Treasury for Management]

	Assets, liabilities, and capital
	June 30, 2020
	July 1, 2020,
through 
Sept. 30, 2020
	Sept. 30, 2020

	
	
	
	
	

	Assets
	
	
	
	

	U.S. dollars:
	
	
	
	

	Held with Treasury:
	
	
	
	

	Fund Balance

	              489,953,795 
	              (8,146,284)
	                    481,807,511 
	

	U.S. Government securities

	                11,172,304 
	                     (2,362)
	                      11,169,942 
	

	Special drawing rights 1

	                50,556,326 
	                1,176,617 
	                      51,732,943 
	

	Economic recovery program investments …………………….
	              114,000,000 
	                   118,699 
	                    114,118,699 
	  

	Economic recovery program loans receivable........................
	                                 - 
	                1,821,145 
	                        1,821,145 
	

	Foreign exchange and securities: 
	 
	   
	 
	

	European euro

	                12,091,238 
	                   518,426 
	                      12,609,664 
	

	Japanese yen

	                  8,673,806 
	                   179,901 
	                        8,853,707 
	

	Accounts receivable

	                  62,170 
	                   (1,933)
	                  60,237 
	

	Total assets

	             686,509,639 
	              (4,335,791)
	                     682,173,848 
	

	
	
	
	
	

	Liabilities and capital
	
	
	
	

	Current liabilities:
	
	
	
	

	Accounts payable

	5,753
	2,117
	7,870
	

	Total current liabilities

	5,753
	2,117
	7,870
	

	Other liabilities:
	
	
	
	

	SDR certificates

	               5,200,000 
	                               - 
	               5,200,000 
	

	SDR allocations

	                        48,583,782 
	                1,125,511 
	                              49,709,293 
	

	Debt, including accrued interest payable…………………...
	                        92,742,336 
	              (5,642,197)
	                              87,100,139 
	

	Total other liabilities

	                      146,526,118 
	                      (4,516,686)
	                            142,009,432 
	

	Capital:
	
	
	
	

	Initial appropriated capital account

	                             200,000 
	                               - 
	                                   200,000 
	

	Additional appropriated capital account………………...…..
	                      499,973,622 
	                     (3,351)
	                            499,970,271 
	

	Net income -+ or loss -- -see Table ESF-2

	                             285,089 
	                   182,128 
	                                   467,217 
	

	Total capital

	                      539,977,768 
	                   178,778 
	                            540,156,546 
	

	Total liabilities and capital

	                      686,509,639 
	                      (4,335,791)
	                            682,173,848 
	

	
	
	
	
	

	
	
	
	
	

	See footnote on the following page.


	TABLE ESF-2—Income and Expense

[In thousands of dollars. Source: Office of the Assistant Secretary of the Treasury for Management]

	
	Current quarter
July 1, 2020,
through 
Sept. 30, 2020
	Fiscal year to date
Oct. 1, 2019
through

Sept. 30, 2020

	
	
	
	

	Income and expense
	
	
	

	
	
	
	

	Profit -+ or loss-- on:
	
	
	

	     Foreign exchange

	                                    705,406 
	                                             1,092,086 
	                                         

	Adjustment for change in valuation
 of SDR holdings and allocations 1

	                                      45,682 
	                                                  62,286 
	

	Interest (+) or net charges (-) on:
	
	
	

	      SDRs...........................................................................


	151
	6,487
	

	      U.S. government securities........................................


	2,709
	169,644
	                                             

	      Foreign exchange........................................................


	(10,661)
	(39,604)
	                                            

	Economic recovery program (+) or net charges (-) on:
	
	
	

	Appropriations revenue..............................................


	3,351
	4,729
	

	Administrative expense...............................................

.
	                                       (3,397)
	                                                  (5,070)
	                                            

	   Facility fees.................................................................


	-
	118,699
	

	Net interest revenue and expense...............................


	(679,812)
	(942,040)
	

	     Income for operations..................................................
	                                    182,128 
	                                                467,217 
	

	          Net income (+) or loss (-) ........................................
	                                    182,128 
	                                        467,217 
	

	
	
	
	

	
	
	
	

	
	
	
	

	1 Beginning July 1974, the International Monetary Fund adopted a technique for valuing the SDRs based on a weighted average of exchange rates for the currencies of selected member countries. The U.S. SDR holdings and allocations are valued on this basis beginning July 1974.
	Note—Annual balance sheets for fiscal years 1934 through 1940 appeared in the 1940 “Annual Report of the Secretary of the Treasury” and those for succeeding years appeared in subsequent reports through 1980. Quarterly balance sheets beginning with December 31, 1938, have been published in the “Treasury Bulletin.” Data from inception to September 30, 1978, may be found on the statements published in the January 1979 “Treasury Bulletin.”
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