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BACKGROUND NOTE

This document responds to a request by the G20 International Financial Architecture Working
Group to the OECD to provide a note on the treatment under the OECD Code of Liberalisation of
Capital Movements of illustrative examples of capital flow management measures.

Context
The G20 Finance Ministers and Central Bank Governors and the G20 International Financial
Architecture Working Group are continuing to deepen their understanding of the two
international frameworks for capital flow management, namely the IMF Institutional View and the
OECD Code of Liberalisation of Capital Movements.
The OECD has provided several reports to the G20, on its own or jointly with the IMF, that clarify
the scope and distinct nature and purpose of the OECD Code as compared to the IMF Institutional
View. The OECD also clarified on several occasions the Code’s approach to capital flow
management measures used with a macro-prudential intent. While past OECD reports1 detailed
the treatment under the Code of a list of generic measures that can be considered as both capital
flow management measures (CFMs) and macroprudential measures (MPMs), the G20 requested
more information on how the two frameworks are applied in practice.
This note details the treatment under the Code2 of illustrative examples of capital flow
management measures. For comparison purposes, the note considers, where possible, the
examples selected in the 2018 IMF Note on “The Institutional View in Practice”. Four of the ten
illustrative examples are based on actual measures that were introduced by a Code adherent, with
two of these having been assessed by the OECD Investment Committee, pursuant to the rights and
obligations of adherents under the instrument. The other examples have been drawn from
measures introduced by non-Code adherents.3

Cooperation between the IMF and the OECD
While the OECD Code as a set of mutual rights and obligations agreed by governments and the
IMF’s Institutional View as a framework for IMF policy advice to countries are distinct in nature

1

See table p9 of that report on a Selection of Capital Flow Management Measures (CFMs) that are also
Macroprudential Measures (MPMs).

2

The note refers to the existing version of the Code. The G20 is regularly updated on progress with the on-going
review of the Code.
3

These have been included at the request of the IFA WG co-chairs. The assessment is made by the OECD Secretariat
as if the country introducing the measure were a Code adherent, and is only tentative as it has not benefitted from
the full range of information normally provided to the OECD Investment Committee for assessing measures falling
under the Code. It does not engage the views of the Code adherents.
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and purpose, both approaches assist countries in ensuring that measures are not more restrictive
or maintained longer than necessary. The 2016 IMF-OECD joint note to Finance Ministers and
Central Bank Governors regarding co-operation on approaches to macro-prudential and capital
flow management measures, aimed at addressing any perception that members might receive
seemingly conflicting signals from the two institutions, remains valid, including the need to be
“mindful of the rights and obligations of the country under international agreements it may have
entered into, including the IMF’s Articles of Agreement and the OECD Code”. The IMF and OECD
are continuing their co-operation, including through the Advisory Task Force on the OECD Codes.

Treatment under the Code of illustrative examples of capital flow management measures



Measures limiting portfolio inflows and external borrowing

Measure

Could affect operations
covered by the Codes?

Covered by existing
reservation? **

Policy options***



Case A

Case B *

Hedging requirement for
corporate external borrowing

Unremunerated reserve
requirement on certain debt
inflows

Yes (various List B items)

Yes (various List A and B
items)

No

No

Lodge appropriate
reservations under List B

Invoke a derogation

Stamp duties on property transactions (higher for non-residents than for residents)
Case A *

Case B *

Case C

Measure

Stamp duties on property
transactions

Stamp duties on property
transactions

Stamp duties on property
transactions

Could affect operations
covered by the Codes?

Yes (List B, item III:
Operations in real estate)

Yes (List B, item III:
Operations in real estate)

Yes (List B, item III:
Operations in real estate)

Covered by existing
reservation? **

Yes (Reservation for subfederal measures)

Yes (Reservations for real
estate and sub-federal
measures)

No

See existing reservation

See existing reservations

Lodge a reservation
under List B

Policy options***
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Surrender requirements

Measure

Could affect operations
covered by the Codes?
Covered by existing
reservation? **

Policy options***



Case A

Case B

Surrender Requirements

Surrender Requirements

Yes (List B, item XII:
Operations in foreign
exchange)

Yes (List B, item XII:
Operations in foreign
exchange)

Yes

No

See existing reservation

Lodge a reservation
under List B

Measures limiting outward investment and transfers
Case A

Case B *

Case C

Measure

Limit on banks' gross FX
derivatives position

Limit on banks' transfers
abroad

Limit on investment abroad by
financial institutions

Could affect operations
covered by the Codes?

Yes (various List B items)

Yes (various List A and B
items)

Yes (various List A and B
items)

No

No

No

Lodge appropriate
reservations under List B

Invoke a derogation

Invoke a derogation

Covered by existing
reservation? **

Policy options ***

* Real measures introduced by Code adherents.
** Applicable only for actual cases of Code adherents. For others assumption for illustrative purposes.
*** Following the consideration/introduction of the measure by an existing Code Adherent:
 Adherents may introduce measures covered by List B at any time by lodging a reservation.
 Adherents may limit the scope of their Code obligations under List A by lodging a reservation only when
obligations are added, extended or begin to apply.
 In other cases of measures with a bearing on List A operations, Adherents may invoke a derogation to suspend
their obligations in specific circumstances, subject to additional review and reporting requirements.
Countries can request reservations to both Lists A and B at their time of adherence.
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Background on the Code
Operations covered by the Code of Liberalisation of Capital Movements
The following operations are covered by the Code and split in two categories, List A and List B, to
which different obligations apply:

The Code’s reservation system
Article 2 of the Code protects the right of Adherents to reintroduce and maintain measures which
limit liberalisation obligations. The way to do so is to lodge reservations with respect to operations
on List A, which they are not in the position to liberalise, at the time of adherence, when
obligations are added or expanded, and at any time when needed for List B operations.
By lodging reservations, Adherents can maintain measures in force while still placing them under
the disciplines of the Code’s provisions, both procedural (transparency and peer review) and
substantive (granting of equal treatment to all Adherent countries and commitment to standstill).
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Reservations are to be reviewed with an aim of “making suitable proposal designed to assist
Members to withdraw their reservations”. Restrictions and corresponding reservations may be
maintained for as long as needed, but are expected to be removed once non-restrictive means
become available to address legitimate policy concerns.
Restrictions on most short-term capital operations fall under Liberalisation List B and can be
introduced at any time, even if no reservation had been initially lodged. Restrictions can be reimposed on other operations (List A) by invoking the Code’s “derogation” clauses.
Derogation of Code's obligations
For measures with a bearing on List A operations, for which standstill applies, restrictions can be
imposed by invoking the Code’s derogation clause under Article 7, which is allowed:


if an Adherent’s “economic and financial situation justifies such a course”, as per Article
7(a); or



in case of “serious economic and financial disturbance”, as per Article 7(b); or



if the “overall balance of payments of a Member develops adversely at a rate and in
circumstances, including the state of its monetary reserves, which it considers serious”, as
per Article 7(c).
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Find the OECD Code of Liberalisation of Capital Movements online at
www.oecd.org/investment/codes.htm

