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The optimal level of international reserves is given by the amount
which minimises the total cost of adjustment and/or financing an
external imblance.
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“ The amount which will enable a developing country to finance, at a

given fixed rate of exchange, its temporary and unanticipated balance

of payments deficits arising in a planning period and at the same time

confor on the country a benefit equal to the opportunity cost of
holding the reserve”.
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D gives the highest consecutive cumulative deficit since 1960.

The value of m, q! and q2 for 1971 were obtained mainly by trend extrapolation,
Qouted from Q G. Bird: The International Monetary System and the Less
Developed Cuntries, The Macmillan Press 1978, p. 108.
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