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Ix Air I,ll 

rederal le.erYe IaDk ot .e. tort, 
'~~~JD tQ~ 4" '.X. ' ' 

Dear 111", 

Accord1n& to tbe letter. ezobaDaed on 13th Kay 1948, 

betw••n II' 10bA W. 8DJcler, a.~r.tal7 ot ttl. "rea.u~ and our Cba1r­

aaD, ., Maur1ce '.ere, photo.tat1c copl•• ot whieh .~. attached, the 

tran.ter ot the adeNenttoned prop_rtf beld by tb. Baak tor Inter­

nat10nal Sett.le.ents 1D. the Un1ted ltat.e. to a Ipeo1al blocked ae";" 

. count wlth tbe federul ae.erYe Bank ot Ie. lork 1. authorl.ed under 

Ix.outl.,e OM.r 10. "896 . a...end.e4, Dotwltb.tan41q General Rul1DC 

10,' 11 A, a••••nded, 
I 

10 accordance w1th thi. dea1810a ••.•hould theretore be . 
/ 

ob1l,.d. it you would open 10 lour books, 1ft the Dam. ot the lank 

tor Inter,nat1oaal'Settlementl, the lpeoial bloCked account to which 
......- - -----....--­

reterence 18 ..de 1D tbe letter ot \be Secretary ot ,the Tre••U!'7. 

"I the DOunt, wblch ha'I'.to 'be tr-.n.tel"J'e4 to the special 

blocke4 aooount are ot 41tterent natve.".e 1Iould. .u,ceat thAt th. 

account .hould be 41.14.4 1Dto three .ub-account.. Wo shou14 be 

ob11,.. 1t 1ouwou14 cre41t tbe.e .ub-accou:..;t. w1th the Wlounta .et 

out balo1l1 

lJ.1lt=ac;coypt .1 

~ 1. • ',2,'53," Dollar account ot the' ".11k ot lapan tor 
tbe account ot the Japane•• Trea.urj,
!oqo. ' ',82,.,a Dol1~r account ot tbe Re1ch'bank, Berl1n." ,.2. 33,319.'7'7 Dollar account ot the Bank of Japan, fOK70' 

4'. 10','2 Dollar accountot ~ lat10nal ,~ ot 
luncal'Y, Budapelt, '. ;,. 2,157.80 Dollar.coouet of tbe BAt10nal Ba~k ot ' 
Bou••nla, Buabare.t. ' 

6. 44,817." Dollar account ot the Itit10Da1 "BImk ot 
Iqo.l.'I'1., lelcrade. f ,.'1. '9,.12: Dollltr acoount of the BUlk ot aatoala,
:!.111Jm. 

.~, \". 
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Dolla. acoOUDt ot the IntImatloDal 
Labour Oftl0., GeDeva. 
Dollar aCOQUDt. ot ttle Union IDter­
DAtlonale 4. 8.~our., Oeaa.a (held lD 
Oeneral BullDl 10. 6 and otber account. 
UDder the name ot S.A, Flducialre Sui••e,
GaDe.a). 	 . 

!otal j140.06Wl, 

Ot tnl. total. amount ot 1140,064.75, p1eaa8 transter 

,128,21'_'5 tram our accOUDt I 1ft yourbookao To c~mplet. the 

total amount, 10U wU1 recelve,;t.rom the lanutacturer.' Trust Co., 

••" "tork~' tnelUll, ~t .11,849.40, 10 accordanoe wlth the 1nstruc­

tiona Ilven in our letter to tbem ot today" date, a copy ot whlcb 

1. 	encl08e4. 

sub:.eeowt II ... Sold held und,r .Aram 
7. 	 riDe 

oz.. 82,291.473 	 ,old held earmarked at the Pederal R~,erYe 
Bank ot ,..... York 1ft the nw!1e or the Bank 
tor International Settlements but 1n a 
leparat. account tor: the Bank or Est:>nla,. 
Talllmh .' . 
Deposit ae.count expressed 1n ouncel ot tlne 
lold d.llv~rable in lew fork held tor account 
ot the Central Co._is.ion tor Rh1ne Navi­
gation, Str~lbouri. 

total ,inG oz. .!a.aJ80.!.~ 
Please transter to th1ssub-aeeount the tollo_inal 

(a) 206 lold bars conta1n1nR S2,~91.473 ttne ounce, to be 

taken trom ~r earmarked accOunt 10. 5 hold tor acoO'UDt ot the Bank 

or Estonia, Tallinn, 

(b) 1 ,old bar 10. 0'2553 (Kelt.o. 3652) containlng 370.794 

tine ounce. to be taken tro= our earma.rked account 110. 2. Of thIs 

bar, an AI'IlOunt ot flne ounc•• 289.255 11 due to the C~~tral Commls.1on 

t~r a~iD. lavigation, Straabourc, 1n respect of ,their 4e?oa1t accoUnt 

above mentIoned and the balance ot 81.539 tlne ounces 'constItute. 

our own tree p~per~. 
I 
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lub:tccoupt III - runa. M14 p.O' Itp. '(9£ lpym.tlgnaJ. 

'.,".mlRt. I. tru.t•• or flaW Aont,tor IU.mtt1qna.1"QIAI 

. n. 3271,389." Capproz.) Dollar aOCO'QIlt8 ot tb. lAnk tor 
Iat.rutlonal I.ttle••nt. a. 'l.oal[':. . 

\. .. A,eDt of the !rult... tor the bOnd­
bold.r. ot the a.1'IWl bt.rnal Loaa 
ot 1924. 

12. ',238.81 (approx.) Dollar acoeant. of the Bank tor 
Int'rDational Settlement. as !ru8t•• 
tor th. boDdhold.r. ot the German 
OoY.rn.ent lDt.raatlonal 'i per oent. 
Loan of 1930. 

13. 20,067.46 (approz.) . Dollar account. ot th. Sank tor Int..er­
_t1onal ••ttlements •• Trustee tor' .~he 
bondholder. of the Au.trlan Go••rnment 
International 7 p.r cent. Loan ot.1930. 

fotal 1298,692." (approx.) 

Pleu•• transfar to tbi. sub-acoount the sum ot 1683.75 held 

ln our account ent1tled .!ru.to. Daw•• LoaD' 1n Jour books. Th. 

romainins amoUDt wl11 be trnn.aterre4 \0 feN 'b1 ••ssra J. P. Mor,an 

and Co., Inc., W... Y",rk, in accordanoe w1th the instruction. c·lntaln.4 

in our l.tter to thea ot today" dat., a cOPJ ~t _bich is enclosed. 

AccordlnS to the letters ot 13th lay 1948, withdrawal. trom 

the above-:lenttoned ailectal blocked account shall be tlrohibited. ...itb­

out the oonsent ot the !reaaur,r Departmentot tne United StateI or 

any other United Statea Depar~~Dt hereatter authorised to administer 

blocked tunda. It t., how.ver, understood that by reason ot special 

circumstance. certain pro~erty de.cribed above cay sub8eque~tly be 

unblocked upon reque.t ot the Bank tor International Sett1'lIlento 

~resente4 b.r appllcat10n or otherwi.e. We encloue, tor your infor­

mat1on, copy or ou.r lett.r or today'o date addrossed to the Treasury 
-jl 

D.po.rt:nent, laahincton, in this connection. 

All property held 1n the United State. by the Bank tor Inter­

national 8ettl~enta other than that .pec1t1ed above i8 to be considered, 
.. 
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/ }"lc' 'ill accordance with the tel'll' ot the abo..._tioned letter ot thII

/.,,// learetaJ7 of the beal11l7, as unblocked and need no' iLonger be r agal'dK 

...ub~ect to the proviso of parall'aph 1 or General LiceDle 10. 94, 
-/'1.;

\;".,: •• amended, or othenil. blocked•. 

We .hould, therefore, be obliged it, atter makJng the trani­

fers to the .pecia1 blocked accOunt frOll the Accounts B ,and !rustee' 

D••e. Loan mentioned above, 70U would close thele accounts and our 

Special C accoUllt and would tranafer the balancel to our tree ., 

account. The securities (Bankers Acceptances and P1nance lote.) 

held tor the B and Special C accounts should also be transterred to 

our tree Safe-Custody Account ,. 

Thereatter the Bank for International Settlement. will have the 

following tree account. with ,-au. 

Cash Account A 
Cash Account ., 
Sate-Custody Account .,
Gold Earmarked Account No.2. 

We should be obliged it you would kindlyadvisa us by cable ot 

the execution ot the above-mentioned transfers and also ot the balances 
. . 

ShOWD on the respective accounts atter these transfers have been 

etfected. 

A copy ot the present letter has been sent by us to the 

Treasury Department, Washington. 

We wish to avail ourselvesot this opportunity to extend to 

you our sincere tb¥nks tor your kind cooperation in this matter and 

beg to remain, dear Sira, 
- {I 

Yours taithf'ul.ly, j 
I 

BARK FOR IBTERNATIONAL SETTL~ENTS 

. i

(Sillled) R. Auboin (Signed) Marcel Van Zeeland 

General Iana,er Manager .. 
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COpy OF TELEGRAM 

I.. I 
(i,l'J" • .:" i 

, : 

OC'I'OBIII.9, 1947 .'" " , 
:'.' "" "f:""" (,. .' 

'. • .. :...~ t 

~========================================~~~==~ 
*,. .,.. 

'., :> '.,' 
. ',or::.. 

, ;.,. 
'., 

:.\ '..:.: :l. ,...... . ~... " . "", .... . ,.'.: .'.z 
RECF.I~ fOLLOVIHO CABLE O;'l"fll TOD;'Y nrJ!ol mE BABl P'OR lIt'Jj!j.A1'IO!AL S~IMEftSI :';~i 

. .~ 

m. w. JOIi. PRlSIDDI"l' AWl SProUL. . ... :,; 

IJI OIlLEI' TO iJft'ICIPJ..tt Tt!£ DltPOSAL 0]0' THF. ,W.oUHT COJml.SPOBDIIC 10 .I. 
. . '.. 

. PLitt' OF 'ffi~~ OOLll eVE TO THE BJ.JI~D'E DE P'RJ.!C! JI'MH m DIS'1'llrironcl '10 n 
MlDE Bt m OOLD COMKl'fm II BJmSSELS .ABD 11 'fUll or !HE D!L.lt 8EP01! ,'::' .. 

. .' .. . . . .~ , ~. . . -.~'. ~'. ~";'~4~ ."~: <.~..,r! :.: ,;:~ :,:.~ .: ':~t,.~ ..,.~,~,~::.~ <.~.: ,~l"~ ~.'
'. JIOsmn.m 0' ACtUAL DISPOS.&L B! 1B!IICB ft~no. fUIQ). mJ&:,BAB:"'!'r.....,.~.,j.• \ , 

'<~:.:.:.:.~",~;:~.~ .....!;.,.:.•­..... _ . :5-:...).-::J;.;;~i·,,;:-.: :'. "'., _ . ,".:.:,;",:",,':, :. ··..:'::·:.~;::';~;:~:·~:~,r:t';!.::/n·, ' 
. ;', :'.. ::':"';';;.:'IinUL SEftLIKI,ftS:U·1I.IDr ·m. GKAJf. ft! BA!QUlI: ~;;-AAlCE:.iC'tIJKl ~' '. : 
.~k!¥~~:t~~~~\~,~ .. .~...~.. -~~~_.t:. :l.,S":~ot ....... ....1 ..... .. • ............... _ ..... /'.~ .~.... ~. '~••• ~ .. ":':". ,i.i. "':.. ~.,~.:;:"::~ ~. 

'l',:, ~.,,;a. Br:.4ALi·or'!iIi :rBi1icii' k:.im.IutIOR Fmm Urm!.R 'uarlL CJr~ ".':cr..!J)lT ;,: 
:i~~~fB,~,[ h:'.f.,.su;al.l.fu:r'~i'II.~~~~; .. '." 
: 'l'~4:r.ACILl'l'r· :' ~'JmttnDlirb:r;1H.UIMDH. 2.. !l)ITHS 'AK1:l~ 
:;-:·:"I;:c"t.P.-~"·!JJ.~'i·".'·~:":f.~IW.;ilf~: ~n-i)'·''';i.' ......... '~<t",

,~" '.' 'h,,~·t'~.,'r.. ;ll;r:~~U~;"J."'!~~'l;'~' • ~.I'.l~:.... ~.;' 
to !:XCEil) THE Et11IVALlHT OF 125,000,000.00 IJ..'aI 

ABOUT 15,0000,OOO.00 IN OOLD Bm! AND LONOOI 
ABCUT '10,000,000.00 Ilf GOLD ti'E'W YOl« JJiD 
$10,000,000.00 

'mE 'l'WO LAST MDmo.~£r.:. ~!ISQ SUBn.:CT TO OBfAlHI!lG .t.IC£JC~IS AM:'JIlCAN TRlAS'DM 

" 

. ':'.. ' ,.' 

, ,,'I:.' .. 

:",.:.~.: ..... ' 

.'".... .. 
::~i:':· . 

PJ..RJ.GR.tPH 1 J~)UT 9,000 IILO f'Ih'1: COLI.! DFPOeI'I'ED IT THE FEl)rP.AL 

p.u~v:::: !i;..NK OF !irJi tCrat 1~!It IOl'.!C OUR J.CC{)U}IT l'tO 2 

PJ.RAG.1U.PH 2 610,000,000.00 IN CUP. J.cccmrr B. 

m OOUIT Ot.JttTANJlI!lG "''ILL. BF P.n"BU!~ID 4;0'1' LJTnt THAN DECDmU 15TH 

194'7 B! Tlf.E BlJI~UE DE nt:.NCE i.1!lCli \lILi. mat to THZ C1t!1lIt or Bm POl 

IlIfl'lUlJ,fIONAL smLEMEIT'':: jf !HE nD!1VL Pf..Ban BAR OF m' toR( HEV YOM 
. ~ 

'l'I1I A."tODST (IF L:OLD J.ND OOLt.:.r-,s PUT ;.T .THlli DI.aSAL .I.T Tll1': Bm~KJfING OF TUE 

OPE?l.TIOlf Bt m Dzst! or otm .lcecom 11:). 2 1111) B WICK '-'ILL THus BE 
\. 

j 1 • ';;. ,' .... 
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NEW YORK 

I 
SE'NT PST " SEND TO FILES 

~B!R 9, 194'7 
COpy OF TELEGRAM 

I' 
I 

''a OF OOYFltlOIRs. V.ASHIBGmI,D.C. 

-2­

f».!IPLttEL1' J\!S1'OF..ttI AS THEl: il!RF. BE!'OItE THE OP!FJ.'l'IOB. VILL toU PI..EAS£ AsrI. . 

tO~ .NEClSSJJiY LICDEEE IF YOO HAVE ., OBJ'ECTICJI TO !II! AlJ09'E TltAHSAcr!OBS. 

I . .' 
mIS 1i!QJESt" IMPLI!S om }. 'J.'£MPOR/.m' aTILlSATIOIi OT CUR BLOCr..I.D PUlII>SFOIl. . .,

I . .'.' : ~::.~, ... /:-:>
THE PtrnPOSE! AIC DDR..\TIOl Kfln'IOIiED jBOV! WITllOUt PWUMCE m THE' QUESTIO•. ! .. '•...I '.. .. ... 
01' THIIR.. I'lDmlJ.L m:-at.ocaJG. DURIS Mil co-oPIlU.TIOIf PLEAS! C.t.Btl.. . . 
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s'~' "'PIJr.ISB..;i;~"~~'DXT' }~·T,. ~~f:··"WSOliI:'lrolt~i'Slt .........J~~'~~i':)~~.~~fi~~~~~~'

.': '~"'>t~!i .• lIi:~'l ..... : .. ,~ :i'fj,.f''"'.'1i'" ~~ .. •~'rc .,'
~~.' '-:~;,..~ '~Ftt·:.:~')' ".'?~' :'t ~/.:':':.J ,.~;.~. :';~ :-;':::.. 'to, ~:f·, .".:. .".. 
J)!'!!JI(tIE W!'J.'HElt 1'1' WOUIJ) BE PREP~..m· '1'0 ISSUE 1'R! ltt'C!SSAIi! 

I 
LlC!NS!S 

I 
tDI% VI Aa:: PR!S!:h"l'L'I sruDrua T1:iL ~AT'1'~ JJm SllJ.L.L IUTE:F.! TO IT S!lCF1U 

I 
JIOUJl . I' IT IS mT THI.r T!l:l\E IS NO OBJP.CTIOR TO THE '1'RIJiSAC1'ION AS FAR AS Tn::. SYst!M IS 

I 

. coscr-nr \It ""GULD LI.r~ 01 M)JCE :romeJ.!. Ai'PLICJ.TION '!'O 'rUE fP.lI.6URt RUt THE 

m~J!..~ LlC!l!SES. 

I 

I 
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[.ThiS study is a oomprehensive ~,~:~~ B,I.S. from 19:J'}to the 

present •. Its purpose is' to analyze and appraise .the 40cUmeritary evidence so 
.1 .,.' " :....... I ; .. ," .' ,'''' .: ' 


far ~vailable!l regarding the wartime operatfons a:nci'poii~ie~ of the B.I.S • , I '. . . "!, . 
!', . 

and to ascertain its present status and prospe~ts. ::. . 
, ',~ 


' 

Since this paper is written to enable the reader to reach his own 

conclusions, it has. been necessary ~o present the account of the B.I.S. acti..I . ' . '. . 
',' '.itiSr in all the relevant detaiL' . The supportirlg e:?-dence, however; is single­

space1d in order to distinguish it for the reader who' is interested ot1J.y in the
I ' 

main trends and policy. 

17 An account of operations from 1939 to 1946, together with various 'docu­
ments, submitted by the management of the B.I.S. to itS board of 
directors, has recently'been made available to us. 

'j ,/' 

',. ,('C;" , 

',' '; !.:, " 
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I 
I The B.I~S. calls for spec~al··s.ty~::a~ ,;~~,¥~ ..<~~c~use ~fj,~e,'., . 

emergence of three problems having to do'rlth:':':'(a) deblocking' the' B.t.S .... · 
i ' . , ' , ' ""';:;; <.:\),;;,;'~ . ..;~ ,t;.:, ,," ",' ~". ", .,' 

funds in the United States; (b) asoerta1n'il'lg:theB.I.S;stake in the German 

settJement; and. ('0) coordinating B.I.~. :~tivi~i~s:'~th t~~seor theBiet~on 
',' "I ' " , . ~ '.: ' , 

. . " ".~'Woods institutions. \ " 

The documentary evidence on the B.I.S.·policies and operations from 

~, ~.1939 to the present, made available to us bf the B.I.S •• together with various ' ". ' 

, I ' • 

Britj;sh, French, Dutch, or other non-American sources,' are believed to' beI' , ,'.,.... ',' , 
acc'lltate anddefinite enough to warrant the'· follcnrlng findings:

I " . ' , . 

1. Neutrality Policy 

A. rihile respecting the Allied blockade in.troduced at the outbreak 

of the war, the B. I .5. enabled' the neutral central banks, prior to the German 

Ioccupation, to send gold to the United States; and it was even able to safe-
I ' 

guard gold physically held on the continent of Eurqpe that the central banks , 
'1 '., , 
I 

had deposited with it. The B.I.S. itself sent nearly all of its free assets 

I· . 
to t~e United States. . ' 

B. It made it a rule to carry out gold operations only'if it ob­

tain~d formal assurances that the gold even before the war was in the ownership 
I , ' 

of the central bank that wished to deliver it to the B.I.S. for exchan~e orI ' " , ~) 

purchase. The B.I.S. maintained as complete a documentation as possibie with 

reg-1dto the gold received; but it has .not always been in a position to check 

the ,(,eracity of the statements made to it. When an investigation, initiated 

in sJptember 1945, made it possible to identify among the gold bars received' 

from the Reichsbank through the intermediary of the Swiss National Bank, some 

.... 
1 
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...­
<.< ;~old that the National Bank of BelgillIll had deposited in 1940 with the Bank of < 

Fran?e, the B.I.S. offered to restore its equivalent to the Bank of France. 

C. It took safeguarding measures in favor of the co~tries occupied 

.<. by Germany, Italy, <and the Soviet Union by declining to execute orders <that 
I' < 

would have implied recognition ~f political and territoriai changes 'not recog­
. I <' • 

nized by Great Britain and France; by refusing to comply with contradictory 

insthctions received from ti"1'O managements of a c.entral bank, one remaining in 
< 1<' 

the capital of the country concerne<d under GeI'lD.a.rl occupation, and the other 
I . < / 

established in London; by refraining from effecting any remittances of foreign, 
. I'· . ' < 

exch~ge to occupied countries; and by either suspending the distribution of its 

di~~ends or making the distribution ~thout an actual remittance of foreign . I 
exchange. 

D. It restricted transfers of the B.I.S. shares in occupied cOuntries 

. to cases such as those arising in case of death, avoiding all transfers of an 
< I 
abnotmal character, especially when there was any suspicion of duress. 

E. No meetings of the. board of directors took pls.ce during the war, and 

the annual general meetings were all held by pro~. It had, as chairman of the 

boar1 of directors, a British citizen up to the end of 1942 and a Swiss citizen 
, 1 . ' 
thereafter, and an American as president during th~ whole war. 

2. Principal Activities 

A. In the course of the war years, tho. B.I.S. increased its liquidity 

by ac/'quiring gold, representing last November one quarter of its total assets 


(and nmv representing about one fifth because of the recent reinvestment of 

l 

. liquid funds). 

B. It reduced its assets on the Italian, Hungarian, French, and Polish 

markets, and to a minor extent also on the German, and correspondingly increased 
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o'AT THSNATIONAt ARCF.tIVES '" , ' ,>:~!::.~:', 

,"''*: "'"~'\r''I'i!'/''''''' '., . :. '.~' f,')hi)l' · . 

~"t--"r"- _..1 ", >" .' ;r4-1:;t::;;:;E~~~;J:,;:;:;:;?~,)\;t~f~:f;,~ 
its realizable assets in dollars, Swiss francs, "Snd gold on 'the American, Bri 

~ . ..';,,' )~;;j;f;!;/~;}'~i:S:~:\;:\j' \~':': .. ', 
and Swiss marketsby' 119 million Swiss gold i)"ancs ~.·r,· Apart.trom the investments 
,I' . '. ' .." . ::lr\'1;~!~:'", ./.: ':.,.".' .'. , 
in Germany under the Hague Agreements, all'creditsbi the B.I.S.,

'! .' . . ..... '/,'T .:~',':,.; .' /",,:" : ....•. 
investments made on individual-markets since the b'ank commenced operations, 
, . I' ...'.. ,,) -.-',';,~"i, . " :;: . \ - . 

either have been recovered at their full value, or as regards certain' rather 
I _', .' ,,.,.. . . .,' '. ,. ,: . \, "' 

, :: 
insignificant amounts still outstanding at the present time, have been amply

I ' . " 
secured. 

I c. As a result of a balance sheet total of 494 million Swiss gold 
Ifrancs on February 28, 1947, 203 million consist' almost' entirely of investments 
I ' . 

at sight or short term in gold, dollars, or Swiss francs. The remainder·con­. I .' , , 
sists of investments made in 1930-31 in Germany under the Hague Agreements, 

i 

while 229mi11ion on the liabilities' side represent long-term deposits of 

varibus governments, likewise in apPli~ation of the Hague Agreements~ 
3. Present Status 

A. The basic problem now facing the B.I.S. is the consequence of the 

tying up of its permanent resources in Germany as a result of the bank's explicit 
-I 

obligations under the Hague Agreements. For this reason, the B.I.S.- has re-
I. ~ 

qUeSred the "credl.tor governments" under the Hague Agreewents: (1) to abstain 

from any action that might affect the rights of the B.I.S.; and (2) to reserve 

the lights of the B.I.S., should the treaties or agreements in force be modified. 

B. Furthermore, the future of the B.I.S. depends upon the place which 

will be given to it in the new international financial set-up. There seems to 

be n,o haste to implement the Bretton ~oodS resolution calling for its liquidation. 

Inde,ed, the functions that might be entrusted to the B. I.S. appear ample enough .. 

.to warrant its continued existence • 

. C. The future of the B.I.S. is likely to be determined by,the Western 

European countries which control, as they always have, the bank's board of 
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to the voting powers" over 50 per cent are held by Western Europe~.~::
',~ ,;•.~.::;tl,. 'f:. ~ 

, ~", 
<~.~:~:::.~~.:; 

banks" those o~ Contral and Eastern Europe controlling about 19 per cent .,.:: 

ed States holds 9.9. per cent, although it has never exercised the right 
. , . r." . 

, to ,ote; however, it may have of,~ecessity to intervene in the B.I:S. in it~ 

capacity as the sole occupying power of Japan and as- a participant in the 
, I " ,

occupation of Germany" the only other countries holding a large proportion of 

,the voting powers. The predom1nantlyWestern European character of, the B.I.S. 

is ~so apparent from the geographical distribution of its assets arid liabilities.I ' ' 

* * * 

.,, 
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i 
policy. the B.I.S. took the initiative of making "on December 18 , 1.939 a declara..;':.::~;\." ' 

. I 	 ' "', .' '." "',' , '>;::-:...... ',.'" 
I 	 . . , .' 

. \ 
'. ; " ..... 

Statement of NeUti-allty POlicy;<: ," . . . . . 

. In order to provide a olear ani,.~~~ft~f,;~~rin1t~.o~O! ita rieutraliR,··:'·,·'~''',:.~,'·.'.','.,...:,',""'.... , 

tion in which it specified the kind of operations from which it intended during '.:~ 
. ", .. 

the 
war to refrain on principle, irrespective 'of its statutory right to carry ~n,·':.· 

, ' 

f .:t 
such operations. This declaration.was merely a public confirmation of the self-I ' , . , <, 	 '. 

imposed rules of conduct observed by the B.I.S. since September 1" 1939. . ' 

The following are the ~elevant extracts from this declaration; a copy 

of wtlich this bank received on February 8, 1940: I 

"(1) The B.I.S. will abstain from any transaction the 
result of which would be to carry out, directly or indirectly, 
for the account of the central bank (or other institution) of 
a belligerent country, a f~ancial operation on the market or 
in the currency of another country with which the former is 
in a state of war 'at the time of such transaction. 

(2) 	 The B.I.S. will abstain: 
(a) 	 from disposing of its assets on the market 

of a belligerent country for the pUrpose of 
making or facilitating any payment to or on 
behalf of another country with which .the 
former is at war; . . , 

(b) 	 from holding in its own name for the account 
of the central bank (or other iristitution) 
of a belligerent country gold under earmark " 
or' other assets on the market of another . 
cOUntry with which the former country is at 
war. 

(3) The B.I.S. will take all suitable measures and will, 
in particular" demand from its correspondents appropriate 
statements in order to satisfy itself before 'any transaction is 
carried out that such transaction does not fall directly or in­
directly within the categories indicated above.1I 

Both 	Great Britain and France, which at that time were the only'bel­

1j Q'f'rents against Germany (apart from Poland) and h~d 'the largest interests in 
;, 

': 
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' 
th~ B.I.S., found this declaration entirely satisfactory., It was accepted ~s 

I - ' '" , ' . ­
, " ,': i" . 

'.. . "~ cOireSponding to' the, unde.rtaking required by the Bri~ishauthorities of banks, 

, dealing on the British market, with the result that the B.I.S. was relieved ofI ' ',' , "', 
maldng a special declaration for each operation. As to 'the Bank of France,· ',:., < 
wh~Ch raised the question of recogni~on of the territorial c~e~ imposed byI ..'. 
Gerry' it was also fullysatisfiedwhen ,the president of the B.I.S. signified 

to ihe Governor of the Bank of France his agreement to the principle that lithe , 

bank will not effect any operation or take ~ decisions entailing the recogni­

tiol of changes of a political or territorial nature which have not been \ 
I' 
unammously recognized.ul/' ,.., 

large number of central banks of neutral countries wished to alter the location
,I' ' ' , 

of jtheir reserves and, in particular, to send part of them to the United Sta~es~ 

In applying its neutrality declaration, the B.I.S. adopted the principle that it 
! ,

would not send gold overseas (i.e. through the Allied blockade) unless it was the 

pro~erty of a neutral bank and had either beionged to that bank prior to
I . • ' 

September 1, 1939 or been acqUired from another neutral bank. Under these cir ­

cJtances the B.I.S~. had no difficulty in obt;rl.ning the necessary British 

navlcerts and American licenses•. In interpreting this general pri~~Ple, the 

B.I.S. stated expressly: 

A. 


,];l 


"Needless to say, in accordance with the general 

principles adopted for the conduct of its affairs, the 

Bank abstained from any transaction with a belligerent 


Letter of September 22, ,1939, reproduced in liThe Report of the Management to 
the Board of Directors on the Period Since the Last Board Meeting, II made 
available to us by the B.I.S. 
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2. AEPlication of the Neutralitl Declaration 

The neutrality declaration was applied as follows: 

Gold 

a. Response to Allied Blockade. After the outbreak of the war, a 
, • H 

http:recognized.ul


',' ' ­ -, 

.; 

country the pi-acti~al re,sul t o(Which would be, ' '~vacie " 
the enemy- blockade by supply:l..ngthe. said -CountrY ,with 
gold or foreign exchange overseas."" ,: , ' , .. - -. " 

;'# ,'" '.' ... , ,.' 

"On the other hand,' the Bank ~as ,able, to render sere, 
vices to a certain number of neutral banks 'desirous of 
placing part of their reserVes in' safety overseas'but } 
prevented from doing so by the difficulty' of organiZing 

',,'- ,the transport or ta.kingout, inSUran;e policies at an . ~"' .:. . . 
acceptable rate.,,!1 , ' , ..,', .. '~.:, 

Such operations were fairly extensive' in the early stages' of the war. 

Thus between August 3i, 1939 and March 31, 1940 the B.'I.S.'helped·,·ceritTal banks 
I, " ' ,. . 

of still neutral c~untries to acquire gold in the 'Onited States to' atotal Or 

- I " . 


2l~~OO kilograms (eqUivalent to, 23.6 million dollars), and it sent mare than 

'16'fO kilograms (equivalent to 18.6 million dollars) to the UnitedS~atesfor 

its I own account.~/ ." " , 

b. Response to American, British, and Soviet Declarations.' In com­

pliance with the precautions as to the origin of the assets and particular~ of 
....., ,i' 

, the gold transferred to it, which it had 'adopted ~t the outbreak of~'the war, the 

B.l.S. took note of the declaration of januar¥ 5, 1943, in which the United 
I " ." '.'I 

Nations gave fonnal warning to persons and iristitutions in neutral countries 


, I " 

I 

!/ "Report of the Management to the Board of Directors on the Period Since the 

Last Board Meeting," page 8. 


I n order to help neutral banks Wishing to send part or all of their gold 
abroad, the B.l.S. had succeeded in overcoming the material difficulties 
of transport· and insurance, chiefly by exchanging gold between one market, 
and another or by shipping it via the port of Genoa, then outside the area 
~f military operations. The bank was able tobling down its charges in 
this connection to a figure that "may be regarded as moderate conSidering 
the circumstances" (between 3 1/2 per cent arx:l 2 1/8 per cent.)., In order . 
to limit the risks incurred, the bank had fixed a maximum for its opera­
tiona so as hever to have more than 1,500 kilograms at sea and, 1,500 
kilograms in transit bY land. . 

After the invasion of France; the bank had itself to organize. the transport' .. 
6f gold from Bern; to Lisbon, whether for its own account or for its cor­
resp~>ndents. . ' 

. ": 
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property ~f which the oc~pied countries had been des~Qiied, 

note' of the declar~tion by the American, British, and Soviet: Governn:e~ts~"...•. 

dat February 2, 1944, on the subject of the purchase of gold loo~ed from 
.. \ .I .

occupied countries by the enemy powers:. 
'1 	 ' 

"Without waiting for 'an authoritative interPretation 
(especial~ as regards gold) of the declaration of 
January 5, 1943, drafted in very general terms, the Bank . 
made it a rule to carry through operations proposed to it 
only if satisfactory evidence was forthcoming co~cerning 
the origin of the gold to be dealt with in the operations~!I 

Consequently, the B.I.S. 'refused to carry out operations'f.'hat did not 

prOjde sufficient guarantee. Thus an offer by the National Ba~~f Rumania to 

deposit with the B.I.S. a considerable amount of gold received fr~in"Germany was
, I 

declined. 

As 	 to the gold received in payments to the B.I.S·. itself, the B.I.S. 

, attempted to obtain formal·assurances to the effect 'that the gold in question 
Ieven before the war was in the ownership of the central bank ,that wished to 
I 

. deliver it to the B.I.S.: 

liThe gold transmitted by the Bank of It~ ills part of 
the arrangements described on page 31. had belonged to it 
before the war. As. regards the gold emanating from the' .;.... 
Reichsbank Csee page 28 , the B.I.S. since 1943 had receiyed 
only the amounts strictly necessary to cover the transfers 
due to it by the Reichsbank, together with the small amounts 
due by Germany to various countries in respect of postal pay­
ments. These remittances were made exclusively by the tran~-

, 	 fer to the B.I.S. of gold already in Switzerland, deposited' 
with the Swiss National Bank. No direct Shipment of gold was 
made by the Reichsbank to the B.I.S. and, for the transfers 
re,~eived from the former, the B.I.S. furnished no equivalent 
other. than reichsmarks standing to its credit in Berlin, 
since the matter concerned solely the settlement of a debt 
towards the B.I.S. dating from the p~riod 1930-31 and con­
tracted in application of the Hague Agreements. The B.I.S. 
also demanded and obtained on various occasions the assur­
ance that only gold would be transferred to it which had 

j, 

!I "Report of the Management to the Board of Directors on the Period Since the 
Last Board Meeting," page 31 
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IllFED AT THE'~~TION",cARcHlyes 
. '", :_" i. 

. '. " I , • 

- , 10 
,~, 

belonged to the Reichsbank before 1st,September;1939, and' '\ 
,the checking of the marks on :tIle 'goid paTS, r~vealedno ' 
indications to the contrary."!/: ,;:',";' . " .' '., ,.' . 

, ' .. '" ,:.; - ... " " ," ." 

The B.I,S, maintained lias complete ~'documentation as' possibleu with, ,., 
. " '. . . ";.~._ ,J,. ,,.: .•.. ',:; ; i'.~ "..~. . :: •... . ,'. :' . 

regard to the gold that it received dUring the 'war from the'Swiss National Bank ' 
. "~ ~" .", ~ ". .' ." . 

."., .. ,:"':r" . 
for the account of and under instruotions given by the Reichsbarik. "But it had"" 

\ .' , " ,.'. 

no zheans of verifying~the exactitude and scope of the assurances th~s 'given,ttY ':~': 
, I~. 

'.'.... 

As a matter of fact, the B.I.S. actually received from the'Reichsbank 
, . , .. 

remittances of gold that Germany had looted in occupied Europe. So far, ~owever, 

onlt one case has been established; moreover, the' amoun~ of gold in";~lved is 
, , 

, '!"I ',' . ' 
rather unimportant. As a result of investigations initiated in September 1945 , " .', . ' 

to trace and identify such gold, it was found that among the gold bars -receiv'ed 
I " .. 

by ;the B.I.S. from the Reichsbank through the intermediary of the SW:l.$S National 
.. ! . '". " 

Bank there were 1,60? kilograms {equivalent to 1.8' nrl.llion dollars ) which had ' 
I ' ", ," 

fortned part of the gold that the National Bank of Belgium had deposited in 1940 
I 

with the Bank of France. This was a p~,rt of the 198,433 Id.lograms (equivalent 
I 

to 223 million dollars), of Belgian gold that the Vichy Government had delivered
I " ' ' 

to ,he German occupation authorities in 1941 and which the Bank of France had 

res/tored to the National Bank of Belgium in December 1944. The Belgian gold was 

melted down by the Prussian Mint, and the new bars, bearing fictitious dates of 

reJelting spread over the period between 1934 and 1939, were trans~tted to theI ',' . 
B.II.S. between August 1943 and March 1944 by the Swiss National Bank' by order 

I , . ' " 
1/ "Report of the Management to the Board of Directors on the Peri od Since the 
- Last Board Meeting," page 37. 

y tlSupplement to the Report of the Management to the Board of Directors on the 
Period Since the Last Board Meetingtl (November 1946), pages 3 and 4. 

., 

.' 
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::',' '<and fo;-accQunt of the Reic~bank.y' The investigatiOn e~t~blished that none 'of 

"\ ,," . , 
; I". 

). " ',..:,. the remaining gold acquired by the B.I.S. from the Reichsbank during ·the war ..', " 
.', 


. ",)~ ~, . . 

"" " .. formed part of the gold of the National Bank of Belgium. : 

• 

In these circumstances the B.I.S. offered to restore an equivalent. \ 

amount of gold to' the Bank of France on the understanding that the latter (in 

agriement with the National Bank of Belgium) would renounce all Cl~ to the 
, I ',' , , 
gold acquired by the B.I.S. from the ReichsbaIik during the war. The Bank ofI;. 'I 

France transmitted this offer to the French Government, which in turn laid the 
I . " 

proposal, through the Brussels Tripartite Commission for the Restitution of 

Mon~t~ Gold, before the American and British Governmen~s. . 

In offering to restore the Belgian gold the B.I.S. was aware that it 

was creating a precedent that could be invoked in other cases. For 'this reason 

thJ Board of Directors c,onsidered it necessary. to define ,as follmVs..~e position 

of the B.I.S.: 

,IIIf, later, other bars should be proVed to be 1110ote(;i1t 
gold, it (the B.I.S.) naturally could not adopt any atti~ 
tude other than that taken with regard to the bars identi­
fied in the minutes of 14th June (i.e. concerning the . 
identification of the Belgian gold). But the Board of 
Directors clearly reserves full liberty of judgment with 
regard to any evidence which may be brought in such a case., 

"The Bank has made a special file of all the documents 
supplied by the Bank of France, Which, on the one hand, 
enable the bars in question to be identified, and, on the 
other, clearly show the circumstances in which the said 
bars were seized and remelted by the German authorities •. 

1/ The 1,607 kilograms of the Belgian gold consist of 129 bars, of'which 17, 
weighing 205 kilograms, are still the property of the B.I.S.~nd are under 
earmark for its account with the Swiss Nation~. Bank. The balance, namely 
112 bars, of a total weight of 1,402 kilograms, was transferred in March 
1944 to the National Bank of Rumania ·by debiting its gold sight account at 
the B.I.S., and was then delivered to the Union de Banques Suisses, by' 
order and for account of the National Bank of Rumania. 
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AT THE NATIONAL ARCHIVES 

,',:.-='. '. • 
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a 
,,'I.' .,\"",~,' . ~• .. ' ' '. ,.,..:;.: .. Y',: :,.,. " , ,

, The situation of central banks in coUntries which were at one 
,'J" . 

another under Ge~, Italian, or Russian occUpation led the a'.IoS. 'to takea':;.,{~) 

I " ;, . ',::': "",., " '" ,""" , ' ... ,\' ,,;:.?,~; 


variety of safeguarding measures. It declined to execute orders that would hav:e ' ' 
I ' ", ,'0 ,' 

implied recognition of political and territorial changes not recogni'zed, by Great ',',.'

Britk and France,itrefused to comply withC~tradi'ctory 1nstruch~~' receiv~d f~om: 
, t" " 

two managements of Ii member central bank,one remaining in the capital, of the 
" '\'. " . 

country concerned under German occupation, and the other established in London; 
, ", - " / ' 

and finally it refrained from effecti~g any remittances of foreign exchange that 

might have been seized or utilized by the occupyingauthorlties - payments which 

weri due being made asa rule by offsetting the amo~ts to be remitted against . 

the B.I.S. outstanding claims on the respective market~. 

The most' important protective measures were the following::, 

Czedhoslovakia: The first case arose, when' in October 1939Y the B.I.S. 
received an order from the Bank of Bohemia and Moravia to dispose of part of the
I' , ' ':,' "::' , 

1:/ alSupple.'llent to the Report of the Management to the Board of D~ectors on the 
Period Since the Last Board Meeting" (November 1946), page 5., " 

31 In May 1939 the B.I.S. surrendered Czechoslovak gold to Uermany valued at 
10 million pounds sterling which it held under earmark for account of the 
National Bank of Czechoslovakia. This incident gave rise to violent 
polemics in the Brttish Parliament and in the international pr.ess. O[jv-i~ 
ously the National Bank of Czechoslovakia acted under duress ih giving 
instructions to the B.LS. to transf.er the gold. However, these instruc­
tions were formally irreproachable; the B.I.S. consUlted with the British 
and French authorities (according to our information) as to whether there 
were legal grounds, such as an existing or prospective state of war, for 
refusing ):,0 comply with the order; and they Viera told that there were none. 
As the gold (for the most part, at least) was physi~ally located in London 
at that time, the Brltish"Government could i tsel! have prevented the de­
livery of the gold had it so wisheC:i. It did pot do so, however, ostensibly ,..
for the reason that it was precluded by the terms of the proto'cols of 1930 
and 1936 from taking any steps to prevent the Bank of England ' from obeying , 
the instructions given to it by its customer, the Bank for ,International ,,~ 
Settlements, to transfer gold (according to a statement by the Chancellor 
of the Exchequer in Parliament 'on June 5, 1939). Clearly, the Czech gold ." ~ 

~ incident was but a sJ'Tltptom of the international situation then' prevailing. ' 
000000074 
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earDlarked for its' accoUnt. 
. The 'management of the B.I .S • .; 

I;J"'~'''''''''''''''' to execute an 

J.)V'''''!I.u.Ci 

as they had been at the outbreak of the war. 

Norway: 
ons 

~"'~·~LQ~ that it was 
it was 

of the Bank of Norway. 

Baltic States: 

of the U.S.S.R. 

1 

of the execution of the instructions. 

however, maintained its decision of prinoip~et 

... 
considered that, unde~ ,the general: 

'tj :" '.',: . 
',,'1: -," :' 

This order bore the customary authOrizedsi.~-(, 
however, 

adopted for the conduct of the bank's affairs in time of war, it .was . ,., ::. 
order which would have lmpliedrecognition 'of political,·, 

torial changes not recognized by Great Britain and France. The Bank of .. '.;.. 
and Moravia did not press the matter, and its asse'ts consequentlyre- .. ,.'. , 

.' ".'.., 

In June 1940 the B.I.S. fouhd itself faced with contradictory 
from ,two managements of the Bank of Norway, one in London and one in 

both claiming the right to dispose of the assets of the Bank of Norway. ItJ 

not competent to decide the questions of fact and law involved 
consequently unable at that time to permit any disposal of the 

. , 

In July 1940 the central banks of Lithuania, Estonia, 
requested the B.I.S. to place their gold at the disposal-'of the State 

The B.I.S. replied that it could not at that time permit 
of the assets that had been entrusted to it, and a reply-to this effect 

... J..n...." ...ge made to the State Bank of the U.S.S.R. which had requested confirm-
Later in 1940 :the three Baltic 

banks instructed the BoI.S. to close their accounts and hand over the 
together with' their. gold deposits to the State Bank of the U.S.S.R. The 

The occupation of the Baltic States by the German army in July 1941 
raised the question of the central banks of those countries. The B.I.S. 


received communications from these three banks thanking it: for not having given 

effect to their disposal orders and proposing now to dispose of their assets in 

gold and their diVidends. The B.I.S., maintaining the line of conduct adopted 

in i940, refused to comply with these instructions until a' definitive., de jure 

sittiation had been created as regards the countries themselves and the central 

banks concerned. 


I Greece, YUgoslavia, and. Belgium: The safeguarding measures taken in 

connection with the Bank of Norivay and the Baltic States were extended during 

1941 to the Banks of Greece, Yugoslavia, and Belgium. The National Bank of 

Yugbslavia instructed the B.I,S. on April 5, 1941 that if YugosLivia should fd.nd 

itself involved in a war with one of ~ts neighbors, dollars should be bought by 

thel debit of all its accounts with the B.I.S. and that thelile dollars should be 

deppsited for the account of the National Bank with the Federal Reserve Bank of 

Ne~ York. The B.I.S. received this cable on April 7 - on, the same day that it 

le&rned of Yugoslavia's entry into the war, and tmmediately carried out the in­

strfctions received by depositing a total of 2.7 million dollars with the Federal 

Res.erve Bank of New York for the account of the National Bank of Yugoslavia. ' 


. Aft;er this, the B.I.~. lost. all contact with the Bank of Yugoslavia until the 

summer of 1941 when lot receloved both from Belgrade and from London connnunications 

t~t raised doubts regardlOg the right of disposal and the country of residence 

of ;the authorities acting in the name of the National Bank of Yugoslavia. In . 


. cor;:rorinity with the policy followed in similar cases, the bank blocked the remain­
I, 

ing deposits of the National Bank of Yugoslavia and the dividends that would have 
,been paid to the latter. . " .1 
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, As regards the National Bank of;B"~j 'up' to ",.,~eof the , 
Mr. 'JanSsen iil June 1941 the B.l.S. received ncfcommunicatiorls other than those 


tirig from the head office 'of the National" BaDk in BrUseels' where Mr.' 'Jails ' 

resumed his functions in July 1940, the'B;I.S. having been at that time">,.: 

cially advised .of this, Later on,tlie B.l.S. learned, on theqne hand,o! 


the death of Mr. Janssen and of the' appointment,of l4r. ,Goffi~' to ' succeed him; ":. 
on the other hand, that the Belgian Government ,in London had appointed :Mr. Theunis,.;··., 
Gov~rnor of the National Bank of Belgium."TheB.l.S.\declared itself incompetent'~'~';·· 
to $ettle the questions of fact and of law arising out of :this 'situation, and ",',; " 
took safeguarding measures similar to those adopted in the ca.seof other occupied ,

I • . ,,' .'countries. ,,'\ ,,', ' " " ,', " ," " , 

I ' ' European 'Commission of the Danube::AnOther question' waB raised in , ' 
connection with the European Commission of the Danube. In November 1940 the 
B.II.S. received instructions from the comission which, according to- the warnings 
by 6ne of thebankls directors, did not appear to have been given as a result of 
a rbgular decision since they had been taken in, the absence of the British mem­
barb of the commission. Consequently, no action was taken on these instructions. 

I ' . " 

In 11941 the commission reiterated the instructions given previously, ,but the , 
B.II.S. finally persuaded the exe,cutiire cOmmittee of the comission not to persist

in ithe matter. ' , ' ,," 


Remittance of B.I.S. DiVidends: The dividends due the central banks 'of' !, 

Norway, Greece, and Yugoslavia, and the central banks in the BaltidStates were , 
credited to a suspense acoount; those due Germany, Belgium, and 'France were offset 
aga~nst income which the B.r.S. was to receive on its investments in these 
countries; and as regards Holland, a country that had actually been absorbed into 
the: German monetary system, the B.r.S. was able to obtain :from the Reichsbank, 
on ·its assets in reichsmarks, a small capital: repayment, sufficient to enable the 
dividends due the shareholders living in Holland to be paid without an actual 
remittance of foreign exchange. This de facto offsetting ,of remittances of 

I ' 
for1eign exchange from the B.I.S. against the transfers which were due it offered 

the advantage (which had been employed on the German market even before the war), 


"not only of facilitating such transfers, but of avoiding _ 
delicate questions with vthich an actual remi.ttance of , 
foreign exchange might have confronted the bank in certain 

, cases. Thus, in occupied countries, it might have been . .. 
contended that, owing to the financial measures taken by, .. " 
the occupying authorities, an actual remittance of foreign 

. exchange would in practice have benefited the latter, 
rather than the central bank of the country. A payment by 
means of offsetting ruled out any such risk. 

liThe offsetting procedure was thus an effective means 
not only of safeguarding the material interests of the 
bank, but also of keeping it out of any political con­
troversy, while actually protecting the interests of the 
occupied countries." 
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The protective measures were disco~tinued at the close of the war in 
, . '. ". . .. 

",Europe, 'except' as regards the thTee Baltic central banks. In the opinion of the 

·:'s.lls., the legal positi~n of these ba~s has not yet been cleared up. .... , 
c. ITransfers of Bel.S. Shares in Occupied Countries . ': .' ''''. "".' 

... 

By its statutes, the B~I.S. has the right to accept or to 'refuse 
\ . 

. requests for transfer of its shares. Because of the possibility' that its shares 
. I . 

,might have become subject to measures of confiscation or forced salsUnderI' . . . 
exceptional laws and decrees or the authorities of occupation, the B.I.S. 

! 
att~mpted to ensure that no abnormal demands for transfer should be submitted to , 

it. In agreement with the central banks concerned, it was found possible to 

res~ct transfers in the occupied countries to "obligatory and st~aightforward 

cases,n!/ such as those arising in the event of death. Whenever application 
I , 

seemed abnormal,. the transfer in question was postponed or refused"or the· request 
',;.I . 

withdrawn. ' 

D. IAdministratton and Management 

Since the directors belonging to belligerent nations could not be called 

to a meeting at Basle, no meetings of the board of directors were held during the 

war I. As a matter of fact, the last prewar meeting took place on ~UlY 10, 1939, 

and the first postwar meeting on December 9,. 1946•. Howev~r, it was agreed by 

the principal board members that the directors should, as in the past, be kept 

infrrmed of the e~ct nature of all the B.l.S. operations and shoul~·be consulted 

on any general question arising out of the conduct of the bank's affairs. The 

pr+uce of consulting the directors by correspondence was so far- eXtended that 

it was agreed that the president of the bank should send each member of the board 

all the documents that were normally handed to him at the meetings and that the ,. 

Y 
 "Report of the Management to the Board of Directors on the Period Since the ~ 
Last Board Ruling," page 13. 
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necessary decisions of the paard of 	 ,bY. cor~espond:en(:e 
. ,,', \I 	 ", " 

the president of the bank asking each member iridividualJ..Y::to~biS agr~'~ment.· ,;,", 
, . ,: ~ • " :'" ~ " '.: r t· " ";~":' " . . . ", \,~~~ :~~.~:'" . , 

Likewise, only pro forma annual geners.lm;eetingswere held- in each,of ", 
, ...,' ".....,.. <.. '.{,.:~;~>.:::," ~,,:,.; :":""L~""":<""'" " . - '" " ",:',;,::,.-'.,'. 

the years ~94o-l946, the banks with voting right~ ~v1ngauthor1zed the pre~~~Ag'l'~ 
• ' l~, t ,.... . . "'" . '. " 

II" of the B.I.S. to represent them. The meetings:adopted the resolutions proposed 

by the board of directors, v-thich however pertained exclusively to' routine m:atters, 
, " 	 . \ 

, . 
essential to the continuance of the bankis coroorate,existence,~such as relievingI 	 ,- , ' " 

the individual directors of liability for bank actions of the preceding year, 

I 	 .,' ' 
approving the annual accounts, and providing for the payment of a dividend. 

As 	 to the actual exercise of the· right to vote, I understand that among 

the banks in countries under German control during the war.. those of Bohemia and 
I' 	 ,'.

Moravia and of Danzig voted at the annual meetings;~ bu~ in all cases where
I ' 	 , '," 

there were two central banks, one under the German occupation and the other in 
I 	 " ' ' 

London, neither bank as a matter of fact attempted to exercise the right to vote. . 	 . . .' 

The del1cll~e problems pertaining to the renewal 
, 

of the 
. 
terms of the 

members of, the board of directors and of the president were handled in such a way 

as to place the bank beyond reproach. The fact that the, B.I.S, •.had, as chairman 

of the board of directors, a British citizen up to the end of 1942'and a Swiss 

ciiizen thex:eafter, and, an American as president during the whole war, should be 

adequate proof that it pursued a neutral, if not actually a pro-Allied, policy 

I 
rarher than a pro-German one, 

1/ The B.I.S. recognized an arrangement according to which the National Bank of 
- ' 	 Bohemia and Moravia ..,vas entitled to the shares held previously by the 

National Bank of Czechoslovakia; while the Bank of Danzig had never been 
dissolved legally, having maintained an office at the ReichsJ)ank. As to 
the National Bank of Austria, its shares had been acquired by,. the 
Reichsbank in 1938 and were voted by the Reichsbank thereafter. 

, , 	 \ 

000.000078 

··205681 

" , 	 ' '.' 



ARCHIVES 
I"""':': ' 
I ,,:,.," 

17 .' 

. ,." The following record as to the, personnel ctUmges:'may'be
.' (". ,\'::.. 

.....~ 


.. ' J 
 ' Board of nirecto~s: At the end of 1942 an'important ques'tiori arose. ,. 
, conc,erning the management of the bank. The term of office: of Sir' Otto Niemeyer ",' 

as crairman of the "board of directors expired, and the terlll of office of the vice-, 
chairman also came,to an endo The principal members of the board were approached 
on this subject, and the question was settled by the designation of Mr, Weber, " ': 

'president of the Swiss National Bank, as chairman~ At that time :Mr. Weber in­
forded the other directors of his intention j.o place his mandate as chairman at 
the disposal of the board as soon ss the latter could resume its meetings, 

I The terms of office of Mr, Rooth and Dr. Trip, which termi~ted on " 
:March 31, 1943, were renewed by thf? board of directors from April l' of that year 
by dorrespondence. As regards Dr., Trip, it was possible tp overcome' the diffi ­
culty arising out of the fact that he no longer held the office of president of 
the Nederlandsche Bank, and the composition of the board of directors was thus 
mairttained with as few changes as possible, In April 1944, Lord Cat to', the neVi 

, Gov~rnor of the Bank of England, became an ex-officio director of"the bank; and 
after the liberation of France and Belgium, the new Governor of the Bank of 
Fratice, Mr. Monick, and the new Governor of the Belgian National Bank, Mr. Frere, 
lik~v;i,se became directors, In January 1945 Senator Einaudi ,was appOinted Governor 

I ' 
of the Bank of Italy and became ex-officio director of theB.I.S. 

I To bring the above account up to date; the following prinCipal changes 
in the composition -of the board of directors have also to be recorded. Mr. Weber" 
who Icompleted his term of office in November '1945, intimated that he woUld not 
stand for re-election for a further period of three years, with the result that 
the !position of chairman remained vacant between December ~945 and June 1946. At 
the lend of June 1946 the board elected Mr. Frere as chairman, and he assumed 
office on July 1, 1946. • 

I The term of office of Dr. Trip expired in March 1946, In view of his 
imp~nding resignation on May 1, 1946 as pres~dent of the Nederlandsche Bank, 
Dr. iTrip did not desire re-election to the board. In place of Dr. Trip, the board 
of ~irectors elected Dr. Holtrop, the new president of the Nederl~Jlcische Bank, to . 
serve as a director effective as of July 1, 1946. '" 

I In May 1946 Mr. Gutt, who was appointed as second Belg1,an'director in 
Apr~l 1945, resigned from the board of directors upon being appointed Managing 
Director of the International Monetary Fund. ' 

"I As to the directors of German and Japanese nationality, the annual 
reports of the B.I.S. for 1944-45 and 1945-46 contain a statement to the effect 
t~t lithe legal consequences arising from the situation at the date of this 
rep6rt remaIn to be determined." The names of the German and Japanese directors 
hav~, of course, been omitted from the list of directors. 

I, 

000000079 

205682 



"', : .. 

. . . ,Pres'1dency: JAr. T. ii;Mclli ,,' . . . "..,... .0..., s"'''''''''.......,. 

ot tpe B.I.S. on Jan~y 1, 1940, by virt,,::~ ./. .... 'r,~~~oJ.l}akeIl by the, . < ..... 

,direftors at its meetmg of June ·12; 19.39,~~:>~s,.."pr.,of.fio.~,exp~,ed on, ':. 
Dec~ber 3~, 1942. With the entry of tb~iUDl..~~: .s~ates ,lnto,the war~,:' ::,»:,.' 
Mr. Mcllittrick belonged to a belligerent nation,"'and his .re.-e1ection by t.l1e, ... 
rais~d a delicate questiono The sittiatiori~was":everi' more di:fficult'becausethe', 
termj of office of Sir Otto NiemeYer as. ch~1rmax'(orthe' bc)8rd. o~ directorshad.:/ .' 
expired, and the term of office of the ~ic:e-PJ.:'.e..Eiident hadalso come. to an end.; \.' '.• 
As mrntioned above, :Mr. Weber agreed to serye. as chairman of .the board .o~ ... " -' ,' ..' 
directors and, by virtue of the authori·tythathad been conferred upon him by his .. 

. coll~agues, he renewed Mr. McKittrick's term of office for a period of three years ',. 
from/ January 1, 1943. At the expiration of his term of office in December 1945, " 
he agreed to a further six months, and left the,B.I.S. at the end of June 1946 •. , . 

I. Since the departure of Mr. MCKittr~~~: Mr. Roger :Auboin" a Fre~c~, 

has been in charge of the B.I.S. for the time being, in his capacity of general 

manager. The former deputy manager, Mr.· Hechler, who was a German national, died '. 

in 'December 1945. A Danish banker" Oluf Berntsen, Was appointed manager in March' 

19461• . '.. '. 

II. PRINCIPAL 
. 

DEVElOPMENTS SINCE 1939 
. 


To indicate the. magnitude . and the composition of the B.I.S. assets and 


1iabilities, the monthly balance sheet figures are shown in' the chart on theI· ..'.. 
follOwing page •. In the course of the eight years covered by the chart, the 

ballce sheet total has declined from 606 million Swiss gold francs on ~ch 31, 

1939t to 459 million on Feb~ry 28, 1947, and .important changes have taken place 
I 

in its composition. 

1. Resources. 

Apart from its capital and reserves, the resources of the B.I.S. consist 

of long-term deposits'under the New Plan!! and of short-term or sig~t. deposit~ by 

centtal banks or other depositors, either in national currencies orin gold-•. 
I . '. , ,. '. .... 

1/ The "New Plan ll was the official name for the plan for 'German reparations that 
came into force in May 1930. It included the "Young Plan" and the· "Hague 
Agreements." .. 
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A•. tong-Term Deposits 
. I , " 

, .As may be seen fro~ the chart,' the'orilY· ...·JllCU'!'I.v .hlthe"iong-t.erm'd~p~'~i" 
I '. :.} - . . t. . . . • .~ 

outstanding occurred' in September 1939 when the B.I.S. :'reimbursed" at the demand 
I • '. '. , .'

Iof th~ French Gove~~ent" the French Governm~t Guarantee .FUnd to the extent,~f ....: :" '',' 

24.6 million SVdS3 gold francs. 

. This de?osit had originally been supplied by the;French Government in , 
accordance with the New Plan for German reparations'asa gUarantee fund from'which 
the $o-called 1'creditor governmentsUother than the French were to receive foreign 
exchinge in the event of certain contingencies .As there was no need· to maintain 
this Ideposit after the outbreak of the war" the B.I.S. agreed to reimburse it . 
"on condition ,that the French Government undertook to ,reconstitute it if one of 
the ',creditor governments' contested the reimbursement. and to indemn.ify ~qe B.I.S. 
for the consequences of any act,ion taken against it in this connectioIl."Y , 

I Accordingly, the long-term deposits 'have consisted since'September 1939 ' 
of tIte Annuity Trust Account deposits and the German Government deposit. The 
Annuity Trust-Accounts were opened by the~ij.I.S. in 1930 in the name of the 
"creditor govern,'uentsll under the New PlanY for the purpose of receiving repara­
tionltundS from the Government of Germany. The "creditor governmentsl! could with­
draw freely the sums credited to their account, except. the non-interest-bearing , 
lI!ninimum de":'losits ll that they were required to maintaih for the duration of the 
New Plan, which W9re fixed at a total equivalent of 155 million Swiss gold· 
fran6s (at present they ~~ount to 152.6 million Swiss .gold francs). On the other 
hand; the German. Government undertook to maintain at the B.I.S. until the termina­
tinnlof the New Plan in 1966 a non-interest-bearing' deposit equivalent to 50 per 
cent of the de,?osits of the I1creditor governments11 (77.4 million Swiss.,gold francs, 
at ?fesent 76.3 million Swiss gold francs). Both the deposi~~ of th~,.'1 creditor 
governments l1 and of Germany are guaranteed by a gold clause.lt .. ". 

.. 
. ,I 

'. 
" 

y 
 "Re?ort of the :Management to the Board of Directors on the Period Since the 
Last Board Meeting,1I pa ge 5. 

" i
Belgium, Czechoslovakia, France, Great Britain (including Canada, Australia" 


New Zealand, Union of South Africa, and India), Greece, Italy, Poland.. 

Portugal, Rumania, and Yugoslavia.. 


The depOSits, even when in currencies other than reichsmarks, are calculated 
in reichsrorks" but tho German Gove~~ent gave the undertaking lIthat the 
reichsmo.rk shall have and shall retain its convertibility in gold or foreign 
exchange as provided in Section 31 of the law of 30th August 1924 and, that 
in all circumstances, for the general purposes of the plan, the reichsmark 
shall have and shall retain a mint ?arity of 1/2790 of one kilogram of fine 
gold, as defined in the German coinage law of August 30, 192411 (Article 3­
'of the Trust Agreement). ' 
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rhesedeposits constitute about SOper cent ot th.e B.LS. resources,'" ,: 
',_, . ve of capital an,d reserves j and as we shall see below (page' 28), they ~ve " "';' 

:,':been invested by the B.I.3. on the German market. S:J1ce the long-term deposits ':.::::"';~--:., 
do not bear interest, they were the most important source of income 'for the-' 
'B.I.$.; indeed, in creating these depOSits, there was a clear intention to provide" 
the B.I.S. with a minimum income deemed necessary for. its functioning o -, " " 

'I ' " " 
'B. 	 Short-Term and Sight Deposits 

In addition to long-term deposits, the B.I.S. receives short-term and 

sight funds mostly deposited by central banksY to take advantage of the special
I, 	 " 

services and facilities of the B.I.S. and also to express a desire to participate
I ' 	 , ' 

in its Work. These cieclined from 160 million Swiss gold francs in March 19.39 

to l1s5 than 29 million in, Feb~ary 1947.Y , ., , 

I' The short-term and sight deposits are denominated either in' var'ious 
currencies or in gold. A fairly large reduction occurred in those, II ih various 
currbncies ll in t~E} second part of 1939; and suice then the amount outstanding has 
beenl neg1igib1e.~ On the other hand, the deposits in gold increased' oonsider­
ab1~, reaching their highest level of 50.6 million Swiss gold francs in 

I
i7 	 Deposits are also received from the Red Cross and other international insti ­

I tutions. 

£/The following table shows the pr5ncipa1 changes in the B.I.S. short-term and 
si~ht de!losits: 

BaLS. Short-Term and S:lght De-oosits 

(In 	millions of Swiss gold francs) 

In various currencies In gold Total 
Central banks Central banks 
for their own for the account 

account of others1) Other 

1939 	- March 143.5 1.B 4.h 9.7 159.h 
- June 122.1 1.7 2.8 13.3 139.9 
- AUf,llst 5.3.8 1.7 , 0.7 14.1 70.3 

I - Septem'Jcr hO.2 1.4 1.6 10.7 53.9 
19'-1.0 - Marcr. 32.0 1.6 1.1 12.9 47.6 
194i - March .33.9 1.7 1.2 .35.6 72.4 
1942 - March 17.3 1.3 4.6 29.0 52.2 
1943 - March 15.2 1.3 1.3 .39.7 57.5 ' 
1941l - March 7.0 1.3 1.6 29.6 39.5 
1945 - March 7.9 1.2 0.8 18.8 ,28.7­
1946 -March .3.7 0.6 0.4 17.0 21.7 

I, 

1947 - February 8.1 0.9 0.7 18.9 28.6 

1) Funds held by central bank for account of their respective Treasuries. 
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October 1943 •. Their !eduction in March1944·wa~. ',<.' .... .' most part;'
disa~pearance, of the deposit of the Swiss National Barik' (see below).':,:,., " .' 

,Thesr gol~ deposits, measured. in weights' of ,finej~old;·are anew type' or ' '.' 
operations that the B.I.S. has gradually developed. ,;Like 8.Tf'/ funds depositecl' 
theiform of currencY,this gold becomes the property of the 'B.I.S., which is:' 

identical bars of go~d, ~tonlY the_s#i!3 weight,. 
of ~ine gold at the place where the original dE!posit was made ~ . _ It IDCLintainsa . 

in gold bar7 against such,depo,sits, which of course do not., " 

.. :';" ,I 

" 
... 

, ' ", . 

obl~gated to return the same 

100 Iper cent reserve 

beai interest. The actual deposl.t of gold has the advantage of making it clea~.;:.:;~.,. ',.,.' 

tha~ the gold enjoys the innnunities granted to B.I.S. assets in a .number' of .... :. ;~;~;~A'; 

couritries. On. the other hand, it has of course the disadvantage that ·the 4~osit';';·:~X ' 

ing Icentral bank must part with its title to the gold, retaining only a cla1m'to 

gold of similar weight and fineness. These gold deposits pl~ an important part 

in donnection with the settlement Qf international postal' transactions through , 

the IB.I,S., as well as with operations for the adjustment or transfer of foreign' 

exc~ange, which it. would be difficult to handle otherwise. In 1946.there were' , 

on the B.I.S. books 2, such gold deposit accounts, against 20 in 1940. '.... 


I Dollar n osit the Swiss National ~ank: Amon~ the spec'~fic' dep~si~
transactions, mention may be made of t e 3 million dollar deposit that the B.I.S. ' ­
rec~ived from the Swiss National Bank, repayment of which was' demanded in . .,-' .• ' 
Dec~mber 1942. The B.I.S. was unable to repay this deposit in Swiss francs, even· 
by htilizing part of its limited gold stock in Switzerland, because such an . '. , ' 
arrkngement would have left the future of its franc position insecure. On. the 
oth1er hand, the United States Treasury declined to issue a license' 'authorizing " 
thei repayment of this deposit by debiting the B.I.S. account with the Federal :, 
Res;erve Bank of New York, on the ground that such an arrangement.would be a viola- , 
tion of the foreign funds control regulations. This situation gave rise to· .•... . 
pr9tracted negotiations in 1943 and 1944, iVhich resulted, first, . in: the conversion 
of ,the dollar deposit into a gold de,osit, and ultimately, in the following com­
pl±cated transaction effected on November 10, 1944: The Swiss National Bank's . , 
cl~im expressed in weight in gold was converted into dollars, and that amount into 
Svdssfrancs at the rate of'4.29 1/2; the sale in Bern of the gold necessar,y to' 
prdvide the amount in question, namely about 2,622., kilograms, was effected at 
the price of 4,913 Swiss francs Der kilogram fine (instead of the official buy­
ing price of 4,869), in order that the B.I.S. should not have to bear a heavier 
charge than that which would have resulted from the mere execution of the con­
trict. The gold thus sold was taken from the B.I.S. stock in Bern, which had 
be~n greatly increased in consequence of the transport of the Italian gold to 
Switzerland (see below, page 31). . . , 

c.1 Reserves 

I The slight reduction in the reserves in 1942-43 (from 21'~illion Swiss 
gold francs to 19.6 million) shown on the chart reflects the appropriation for 
thb dividend payment for that year. At present the reserves amount. to 19.9 mil­
libn Swiss gold francs, representing 4 per cent of the B.I.S. liabilities. ' 

,.. 

, " : ~',:"'" 
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2. Assets":"'i"'~. ,'1.: " 
',' .... 

The upper part of the chart following page 18 shows the changes 

assets of the B.I.S. It will be seen that in the course of the war years the 
I " " , 

B.r.ls. ~ndeavor~d to inc~ease its liquidity and, from the data in Table IlIon' 

"pagJ 27 showing the cC?mp()~i~~on9! i~s n,,~ asse1is W p:r.incip~l currencies, that 
~.. . 

the B.I.S. strengthened its assets in U,. S. dollars and Swiss frarics\~ The re­

classification of ,the B.I.S. investments in 1946, lias a result of events in 

IGermany," is likewise reflected in ,the chart. 

A. iThe Increasing of the Bank's Liquidity 

Upon the outbreak of the war, the B.I.S. faced the dilemma whether 

it should maintain its, investments on the various markets, or take steps to 

redlce them s.ystematically "thus preparing the way either for a liquidation or 
I ',' , ' 

at least for a radical transformation of its own position.IIY After the direc­
/ ' ' 

, ••.. ','i:) 

tor~ had been consulted by correspondence, the policy was adopted of'not taking 
I' , 

any special measures toward asystematic liquidation of the bank" s assets, but 

rather of protecting the bank's interests as much as possible "in a 'manner con­

sonint with the policy of strict neutrality.lI]/ Acting u1:)on these principles, 

the B.I.S. immediately took all the precautionary measures that the situation 

called for. It was thus decided not to embark upon any new operations entailing 

a r1duction of the bank's liquidity, but to subordinate considerations of the
I ' 

yield from the bank's investments to considerations of their safety and liquidity. 

The, liquidity position of the B.I.S. is shown in Table I, ,the principal 

aSTt items being given as percentages of the balance-sheet total. 

11 II Report of the Management to the, Board of Directors on the Period Since the 
Last Board Meeting," page 4. 

i, 

, 
1 
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LIQUIDITY POSi~ON'~!:(rr"\(;;<",· .... 
Principal Assets as Percentage 'crt ,Ba1ance-5heetTotal , 

·March 
1939-

March 
1945 

" .. :\ 
'I" 

:March 
r'1946 

" 
" 

,", 

._" 
Nov. 
1946 

~ .' , 

" 
Dec. 
1946-

", Feb. 
1947 ' 

6.4 26.6 27.0 21.3 18.9, .' 
Cash 
Gold 

(incl. sight 
funds) 9.3 13.0 '3.0 '1.3 1.9 


Bill portfolio 35.7 18.4 2.6 1.2 5.8 

Time funds at , I 


interest 5.4 0.6 0.6 3.1 
- Sund.&, bills and 
, in~estments , 42.7 43.1 6.4 


Funds inves ted ,in

I 62.4 62.0 64.1Germany •

0.0 0.0 0.4 0.0Othet assets 
I

Total assets 100.0 100.0 100.0 100.0 100.0 100.0 


The bontrast in the positions at various dates is striking. Gold, which was 

I . . I 

rather a negligible item before the war (6.4 per cent of the assets only), repre­

sent~d until recently ov~r one fourth of the total balance sheet (27 per cent 

in +velllber 1946): bill portfolio and time funds at interes.t having been almO~t 
compQetely liquidated. Only since last December has there been a ch~ge in the 

B'!'lb. gold policy, a rather substantial amount of gold having been sold and 

the proceeds kept partly in cash but largely invested in bills and time funds 

at Lterest. 

As to the B.I.S. gold position, it is ,sunll11arized in Table II.' The 


first column shoW's the gold that appears in the B.LS. balance sheet. However, 


as 1lready mentioned (page 21), part of this gold is held as a 100 per cent 


reserve against g~ld deposits (co1unm 2), and on1~ the difference between these 


two 
 items 'represents gold held for the B.I.S. 's own account (column 3). To com­

plete the picture, column 4 shows gold held under earmark for account of central.
, I ' , ' 

banks, which however is not entered in the balance sheet,' 
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, , TABLE II 
, .... ' , 

\ ~':,, GOLD POSITION 
. 

(In millions of Swiss gold francs) 
" 

Gold Shown in B.-I.S. :aa.lance Sheet Gold held 
Reserye under earmark \ r 

'against Held and hot 
gold for own intered in 

Total deposits account oalance sheet- (1 -, 2), I ' , (l) . (2) , (4) (;) 
193~ - March 38.7 9.7 29.0 236.7 

- June 62.6 13.3 49.3 , 172.3 
- August 14.6 IL..1 0.5 135.4 
- September ' 16.5 10.7 5.8 101.2 

1940 - March .30.5 12.9 17.6 73.2 
1941 - March 40.1 35.6 4.5 65.1 
1942 - March 42.1 29.1 13.0 51.6 

.. 1943 - March 75.1 39.7 .35,.4 Not Available 

194U - March 118 •.3 29.6 88.7 54.5 

1945 - March 114.0 ' 18.8 95.2 51.4 

1946 - March 120.2 17.0 ,10.3 .2 , 49.5 

'I "": November 12.3.0 20.7 102,•.3 Not Available 
II II- December 97 .1 19.0 78.1 


1947 - February 86.8 18.9 67.9 


In the months preceaing the outbreak of the war, the B.I.S. stock of 

gold declined, since it was largely employed to cover reimbursements of deposits. 
I ' 

_ It regan to increase again after September 19.39, although the ~.I.S.maintained 

in the early years of the war a long-term position in U. S. dollars without any
I "', , 

great change~ The increase in 1942 reflected the preparation for the reimburse~ , I '. " 
ment in gold of the dollar deposits of the Swiss National Bank; that in 1943 was 

duel to the remittance of Italian gold (see page 31) and also to the purchase of 
I ' , 

gold in New York. By means' of part of this Italian gold, the B.LS. in March
I ' ' 

194'4 discharged its obligation to the Swiss National Bank on account of its dol­

lai d'epOS1t (page 21). Thereafter, the gold holdings remained practically un­

changed,until December 1946, when the B.I.S. began selling gold and gradually 

inJesting the proceeds in commercial and Treasu~ bills. ' , 
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In the early' years of the war" 'about' 
_ : ' ," .. . .' . .,,:,'.' ::.·:·.'.:··;···;·,~!,:;t,,", ...:: , ' ." ," . ',\0" . '. 

held in New York and the remainder princ:ipally. '. . .' . ~·.For)4arch >31" '1945 .. ':.' . 
. .. , .... . '.: .:~.:\/,.,'i;:;·"~T'::.:.::;> ....... - .. , . .' ..;\::: .... 


. (latest date available) the distributiol).of':the.-.B •.I.S. gold is gi,yen as fC!llowS, ...•... 

, . (In millions' of svd~~':g~i.d>tr~~s) :, .': /.- . ,', 
....." . 

'Bern . 53.6 
. 31.0­New York 

'iLondon '10.0 
, . 

Portugal '0.6 . 

. Total 95.2 

The increase in the gold deposit in London was anew development~ 

Deposits of earmarked gold' for the accoUnt of third parti~s, which were 
, ,'. 

not entered in the balance sheet, fell from 237 million Swiss gold francs on 

Ma~Ch 31,1939 to· 73 million on March )1, 19UJ and 4,.9 million on. February 28, 

1947. The geographical distribution of the gold held bY the B.I.S'~: under earmark 

fO~ account of the particip~ting central banks and other depositors was as 
I . 

fo~lows on February 28, 1947: 

(In millions of Swiss gold francs) 

Czechoslovakia 
Former Baltic States 
Rumania 
Hungary 
Bulgaria . 
International institutions 
Various 

20.7 
14.3 
1.7 
1.1 \ 

0.1 
6.0 

.1..& 
45.9 

B. The Increasing of the Assets on the Americ,an, British, and Swiss Markets 

Simultaneously with the increasing of its liquidity, the ·B.I.S. pursued 

a Ipolicy of strengthening its realizable assets in dollars, Swiss francs; and 
I 

gold on the American and Swiss markets (and to some extent also on the British 
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by Withdrawing its investments from other markets. 'This policy, 
I ,./ .; 

are examined in relevant detail on pages 2B to 'J1, but may be summed up , 
.,''', 

. : .... 

.... '. 

Apart from the investments in Germany Under the Hague Agreements, all 

ts by the B.I.S, as well as all the investments made on individual markets I" 

the time the bank began operations either have been recovered ',at their full 

are amply secured as regards certain rather insignificant, amounts still 

at the present time. 

The net assets of the~.I.S. in various markets before the war and at 

close of hostilities are given in Table III. The first and the last lines 

table show the amounts outstanding on August 31, 1939 and on Se?tember 30, 

while the intermediate lines indicate the nature of the changes that have 

taken place. A glance at thetaQle shows that the net assets of the B.LS. in 
II' ' 

Genmany, Italy, Hungar,y" Belgium, France, and Poland were reduced, while those 

in the United States, Switzerland, and Great Britain were, increased during the 

war. The principal changes were the following (figures in parenthesis after 

tiJles referring to col~S of Table III). 
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\.0 0 \'~' iTABLE III , 'l ~:i!' i
:1i'1 > 1 

m'. 'I 
-. J :i'j i~,... "., .",'''''"\J' ,';< I B l 

CIiAUQ,~S n~ ASSEtS ON THE VARIOUS HARJ(l!.TS n ,~\.~<\ 
DlJRING THE PERIOD FROU SEPl'EiLIBER 1, 1939 TO SEFrEMBER 30, 1945 "\il\..ii:I. <: .""(In millions of Swiss gold francs) . '.. ..-.~ ... : 

i "-.q.;' 

. Bank of Great, Slvit- ' Other ·,':<ri~-'
.• ; 1; 

'",-'!GermanyJ!' Italy Hungary BelgiunJ!! FranceY Poland U.S.A. Britain zerland Uarket~'Totai .)~...1

(I) (2) (3) (4) (5) (6) (7) (8) (9) ,(10).· (II) , 
• 

!t aSf!ets as at August 31, t
1939 1 ,2/ 64.3 54.1 35.1 20.6 8.8 3.4 30.5 0.2 2.6 0.7 200.3 . 

" ":;" 
.,:anges during the 

period fram September 1, 
, ' - ';~~i ~i;:1939 to September 30, 1945 

fiet earnings + 45.1 + 5.5 + 1.1 + 5.1 + 1.7 + 0.1+ 1.1 - O~l 10.5 + 0 ..1 
Transfers between markets 

and amounts,utilized " -:':: ,c ~,</:~·::.{:,::~i'
for B. I.S. dividend- 47.0 - 59.6 '- 33.1 - 5.8 - 5~3 - 2.4 + 30.6 .. 8.9'+ 80.0 : +' 0 .. 3" r~ 

. . ~ .:.:.....~.~(: 
t assetsla~/at September
30, 1945!.ct 62.4 3.1 19~9 5.2 1.1 62.2 

I 
j 

i .. 

The net assets in each ma.rket as shmm above represent the surplus of .,', 
:' 

' ," 
o (a) the total assets of the B.I.S. in the currency of the country, together with bar goldhelciiil that '1'!n1,nt1"'Vo 
o (b) the liabilities in the same currency and in gold d~live,rable in that country, without r.egard to the. ______ ....o 
o the debtor or' creditor concerned. The Belgian and :::Tench Treasury Bills :i,ssued in Holland with exchange -!' 

o options, honever, are included above under the respective debtor countries. ' ... ' o 
\0 
o certain of the currency assets are covered by gold guarantees. 

'The Annuity Trust Account Deposits' and the ,Gerinan Government Deposit, amounting to about 153 mid 76 milli.~n~ 
301d francs respectively, are recorded in the accoUnts of the bank in reichsmarks as defined by the Young' 

No information with regard to the bank's investments in reichsmarks has been received in respect. Of the per 
-------------------- .from-April-l,19l~5-.- It-has-been-assume,d-that-these-investments ,have.continued_to_bear_int,er_est~ , 

rates after that date as prior thereto., This interest has been credited to a suspense account.'~; 
, j 
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a. The'Transfer of Interest on the Investments 111 Germany and the 
slight 	Decline Iii the Capital of These Jriyestments ' , 

, (Column I of Table III) 
• '.' \0". 

. , "'"., . t 
The B.I.S. IS present :investments in and i:t;s other claims 'on Germany re~ 

present "inthout exception amounts arising from operations in 19,30-:31, i • e ., the ,,' 
, I ' , ' ' ' " ,: , ' ' 

filst two years of the bankis existence, and all'resulted from obligations in­

cumbent, upon 	the bank under, the Young Plan and ~e Hague Agreements. 
I ' 

I, No new funds have been placed by the B.I.S. on the German market since 


July 1931; and the bank succeeded" even during the war, in obtaining the discount 

and interest earned each year and in slightly reducing the amount of the prinei-

PaL! The transfer of interest has been discontinued since M9.rch :31, 
, ' 

1945. 

The following is a condensed outline of the B.I.S. relations with 

Germany. ' 

In January 1930, at The Hague, the German reparation problem formed 
the subject of a nUmber of agreements, the principal,ones of which, were the agree­
ment with Germany and the convention with Switzerland (the latter containing the 
charter and the statutes of the B.I.S.~ Under these agreements the B.I.S.t (1) 
was Ifounded by the central banks 'designated for this purpose; (2) was required 
to carry out various functions in connection with reparations; and (3) concluded, 
in ?4aY 1930, with the ffcredi tor, government:;1' a trust agreement under which it 
assUmed definite obligations and obtained specific, rights. 

I The obligations of the B. LS., as trustee for the "creditor governmentsl 
included the receipt of deposits from the ''creditor government:;1' and' from Germany 
(se~ above, page 19), and also assistance to GermanY in "circumstances which 
mi~t of themselves lead to a transfer postponement,"!/ Specifically, the B.I.S. 
was Ito extends (a) direct assistance to the Reichsbank in the form of short-term 
credits in foreign exchange which were to provide IItemporary assistance in trans­
fer~ing the annuities;1l and (b) indirect assistance in tho form of the invest­
mentl in reichsmarks on the German market, in agreement with the Reichsbank, of 
a palrt of the annuity receipts, 'which was to have the effect of "returning to 
the berman econoIIIiY" a part of the amuity (the B.I.S" credit mechanism making 
it pbssible lito provide the foreign exchange with whiCh/to pay the current al­
lotm~nts to the creditors on account of the annuitylt).~ Not only'was it the 
funcpion of the B.I.S. to intervene in order to prevent the risk of an inter­
ruption of transfers, but it was also laid down that lithe second measure, that 
of i:hvesting within CErmany somelortion of the annuity receipts, should also 
find its uses in normal times."! .. 

i,1/ Experts' Report of June 1, 1929 forming an integral part of documents 
- I approved at The Hague. ' 

Y Experts' 	Report of June 7, 1929. 
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, i, To fulfill the, obligations, "'" '.'/", ""'~ree~rits,',, 
" B.!.S. after July 1930, progre.ssively iricr,eas!3d its, vestmentsintbe GeI'lli3.;11~, 

ma:r:.ket. As the German situation became critical in May-June :1931, it increa.s'ed 
'its intervention to the maximum in the two ways 'expresslY);tated in the article 
ofithe Expertsl Report quoted above: ' - ' '; . ': , .. : ~',: ..... ,~ -:, ',' ': 

~ ,', '"...~. • ,t",. ~ • : ~':"f'."'·"""· 

j' i' a. It participated to the extento.r.~:me·"qu~te~\rlth ,theFed~ral . 

Reserve Bank of New York, the Bank of England,,' and, the Bank ~f ,France in the. 

shOrt-term credit of 100 million dollars opened in favor of the Reichsbank; .. 


~ , .' , 

·1 b•. It in~reased its investments ~rt'the German 'niark~t to 426 millio~' . 
Srdss gold francs .. "the maximum compatiblo with its means and with due regard '.' 
to lits liquidity." .', . ,:' ...,.... r--, '." . 

, . . .. - ". - , 

i By July 1931 the bank had thus invested'in Germahyan amount equivalent" 
to ithe total of the resources at long term at its disposal under the New Plan' . 
(i.e., the minimum deposits of the Ifcreditor governments" and the deposits of the 
Ge~man Government) and an important fraction of its own funds. ' , 

'. . .' .. 

It was in these' circUmstances that President HOOver proposed on June 30; . 
1931 the suspension for one year as from July 1 of all' payments in cO,rmectionwith .' 
intergoVernmital debts, and the governments concerned agreed to such provisional .' 
suspension.! In 1932 a conference of the in:t;erested governments met in Lausanne 
whe're an agreement was signed providing for a final settlement rep~cing the 
repp.ration annuities under the Hague Agreements. 'Ihe treaty of lausanne" how­
ev~r, was not ratified by any of the signatory powers. As a resulji,'the provi­

, sioral measures have alone remamed applicable, and no definite settlement of the 
proilem as it affects theB.I~S. had been arrived at befO~ethe ~ar broke out. ", . 

• The short-term credits in dollars to the Reichsbank had been reimbursed 
byApril 1933. As to the remainder of its interventions on the Germarimarket 
undsr the NeW Plan, this amounted to 294.3 million Srlss gold francs on ". 
September 30" 1939 and29l~3 million on February 28, 1947 •. 

. , 

.. : ' . . . 

1

Y Ion JUl,y 23" 1931 the Right . Honorable J. Ramsay MacDonald, Prime Minister of 
. Great Britain" officially communicated to the Bel.S.'a joint declaration of 
. the representatives of the Governments of 1ihe United States, Belgium, France" 

Germany" Italy, Japan" and the Uhited Kingdom. This. declaration recomrlendedr 
(1) that the credit recently granted to the Reichsbank by the central banks 
and the B.I.S. be renewed at maturity; and (2) th~t concerted measures be 
taken by the f:inancial institutions of the various countries in order to 
mamtain the volume of credits they had so far granted to Germany, 
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"Germanyis debts towards and claims on the B.I.S.as of February 28" . 
. .- may be summarized as follows:' . , , .. . . t~ 

, 

• " ""J: 	 . . ." ~ , 

(Inm1llions of Swiss gold francs) 

, Debts to the . Claims on the ' 
B~I.S. ,B.I.S. : Balanoe 

.:,; ':,',' . 

- U.S 
PriVate shareholders ,+ 	 2.3I 	 . 
Golddiskontbank 	 69.0 - 69.0I
German Government 	 186.1 ".1098 

.' ...... ', " . 
Total 291.3 	 102.0 " - 189.3 

a/ IThe Reichsbank's debt consists' of its balance on' current accou.n~ (30.6 
- million) and of a claim in respect to gold (5.6 mUlion). ~ '!he, latter 

. relates to bars received in Bern from the Reichsbanlcduring the war 
i in cormection with the servioe of the B.II'S, assets in Germany ~ bars 
I which have since been established to have been in fact the property of 
. the National Bank of Belgium (see above, page 10). 

, I Up to the close of the finanoial year ended Maroh 31, 1945~ the B.I.S. 
hadlregularly received the interest on its investments in Germany. During the 
war Iyears, remittances of gold and foreign exchange from Germany to ensure the 
transfer of all discount and interest earned on tho 13.1.5. 'investments in Germany 
amotinted to 42.6 million Svdss gold francs. Moreover, ,the total of these invest­
ments was reduced by 4.4 million Swiss '~old francs by offsetting the B.I.S. 
div:ildends due the Reichsbank. In early 1945 an agreement was concluded with the 
Reich.sbank for the automatic renewal of the B.LS. investments in Germany "in 
the !event of an interruption of conmrunications .,,1/ end' after long negotiations 
the Reichsbank offered in April 1945 to sell to the B.I.S. against reichsmarks 
an akount of gold equal to about I" 525 kilograms- an amount sufficient to en­
ablel the usual transfers of interest to be made up to the end of 1945. ,. '!he B.I.S. 
accepted this offer but "naturally made it a condition that the gold ,in question, 
as *preVl.·ous transactions, should have belonged to the Reichsbankslnce before 
the Wa.r.II~7 This &old, the minting cer,tificates of which bore dates prior to 
Augu~t 31, 1939,.~/was deposited at the'. Reichsbank at Constance and earmarked in 
the ~ame of the B.I.S. The Constance branch received a standing order to oarr,y 
out the instructions of the B.I.S. with regard to the transport of this gold to 
Switzerland at a later date. However, "in view of' the exceptional circumstances 
and.6f the military events in progress at the time" the management of the bank 
felt Iconstrained to leave the gold where it was ~til further noticeahd to await 
the re-establishment of more normal conditions. 114/ ' , ' 

t 	 ­, 

17 	 iii 
i 
~port of the itmagement to the Board of Directors, on 

. 
the Period Since the 

, last Board Meeting,," page 41., . ":, ' 

2/ ,llReport of the Management to the Board of Directors on lile Perioa'Since the 
- last Board Meeting" II page 42. 

I 

-;./ IIIReport of the Management to the Board of Directors on the Period Since the 
last Board Jleeting" n page 43.· '1 ' 

4/ I'Report of the Mmagement to the Boar,d of Directors on the Period' Since the 
- last Board Meeting,," page 44. 
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. . 
Under these conditions no 

,-,-': . \ 

received by theB.I.S.'since' March 3l,lWith-th~":6id~tig' 
\ , ." .. :·I'::~· \..:.::'~L...~..~...,,:~\:~~.~........ "': ~;..... '" ".'~.:' ': \ . ": _.,.. ,..."'....­

of. ;the accounts on li6rch 31, 1946, it was. . to enter 'all the bank's . . '.' 
. '. .' :.'., '..~:~:.~>.~)~~.:t;~':..,\:.. ,,'~"": \..:..~·r·,~)'. ,;', .~,~:.:<;',,:.:~) > ':~" ", • ." .~.' •••: •••• ,~ ••• :' r;·:,> . ... ',:', ":.. -: ," '... 

:ings on the German market. at thedrZlOI::iml value (orthe1l-currentValue m the ·.:.t 
. . '. . . ~.~::::<:/<:.<,"'~"':t,:},,:;" .';' .'.' i' .1.:"<:".":;,,,, 

of bills that have hot yet matured) .. "Simultaneously, the assets in reichs:'::; 
. . '... .~' 	 ", 

were re~~ssified :in the bala.rlce sheet': as' U 

' 

suh~y" • 
" 

(see th'e chart). A 
.. 	 \".; , 

er change was made on March 31" 1947 when the funds invested.:in Germany 
;.' " . 

291.2 million Swiss gold francs) were segregated from "sundry bills, investments, 
, 	 . ' ....1... 

c.laimsll and shcnm a.s a separate item, representing 58.3 per',cent of the 

sheet total. 

b. 	 Repayment 'of the Investments on the Italian Ma.rket 
(Column 2 of Table III) . 

. 	 . ' . 

At the outbreak of the war a considerable volume of the investments of 
B.I.S. 	were in Italy' (54.1 million Swiss gold francs). lhese investments 
pro'te'cted by a gold" clause and by special rights granted by ;the Bank of 
to the B.LS. in respect to rediscounting them an<i convert:ing the proceeds 

gold especially earmarked for this purpose. 

'!he average amount of ~ld that the B.I.S. had requeste.d the Bank of 
aly to maintain with it in view of its considerable investments in Italy was 
000 kilograms. Before:the war the Bank of Italy had kept a much higher amount 

I th the B.I.~. , During the last few days of AugUst 19'39, however, the Bank of 
I had withdrawn a substantial part of its gold earmarked with:the B.IIIS. 
18,,000 kilograms); and soon .after the outbreak of the war it ga~-:orders for an­
I' er 2,?OO kilograms to be sent it. '!his withdrawal brought doWn the Bank of 
[taly's deposit to the minimum that the B.I.S. had requested the. Bank ot Italy 
~o maintain with it •. AfJ Italy was neutra;L at that time, the management of the 
B.I.S. decided to negotiate with the Bank of Italy with a vieW to inducing it to 
re-establish its gold deposits with the B.I,S. at. a higher level, "thus avoiding
k systematic liquidation of the bank's investments in the Italian: market.nl/
!]hese negotiations led nowhere.' ,. ," .. ­

I 	 . In April 1943 the Bank of Italy again proposed to withdraw nearly 
3,000 kilograms of gold from its deposit with the B.I.S., but it subsequently 
~ithdrew its request. :On the other hand, the B.I.S. asked the Bank of Italy 
~o increase the amount of its depos~t" which h~d fallen, Very much below the 
level agreed upon before the war. ' 

I

1/· IiReport of the lhnagement to the Board of Directors on the Period Since the 
- last Board Ueeting, It page 4. 
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"It 'had; ~t the Same time; rem:iIlded 'the Sanca d' Italia 
,of the special rights which the ,B.I.S. derived from its c:on"; 

.', .~ ..~. 
. ~ / :. . ~:: .. 

'r' ":" , tract vlith that bank as regards the rediscoU11:ting of its' 
":, .', . investments :in Italy and the' earmarking of an "equivalent 

proportion of the Banca·dlltalin1s metallic reserves. 

, : ", . "The Governor of the Banca d',Italia'"hav:ing replied' 
that he would endeavor,' in spite of exceptional ~ircumstances, 
to observe the undertakings entered into with' theB.t.S., the 
latter, on 1st October, gave the Banca d'Italia instructions 
to rediscount a part of its pc~folio and to convert the pro- ' 
ceeds into gold (about 3,000 kgs). 

"'Ihe Banca d' Italia I s reply confirmed the rights of 
the B.I.S. but pointed out various difficulties, the metallic 
reserve of the Banca d'Italia having been evacuated from,Rome 
to Northem Italy.. By cables dated 9th and 19thNovember the 
a.I.S. ,then instructed the Banca d'Italia to rediscount-the 
whole of its' portfolio and to' convert the proceeds of that 
operation into gold in accordance with the terms laid down in 
the contract. 

"A'cable dated 26th November from the Banca d'ItcHia con­
firmed the execution of ths rediscount operation, and a 'letter 
dated 6th Deceinber confirmed that an amount of 15,795 kilograms 
of gold, vdthdra,vn from the gold set aside ,for this purpose by 
the Banca d'Italia just before the war, had been placed at the 
disposal of the B.I.S.II~/ :' , . 

Steps were immediately taken to transport this' amount to Switzerlando 
'!he B.I.S., in fact, was. able to receive in Switzerland in April 1945 some 
1~,605 kilograms of gold from its deposit earmarked with the Bank of Itali. 

"'!he balance of that deposit, the total 0,1' which was 
15,795 kilograms, was reimbursed as to 2,967 kilograms by' 
taking over gold earmarked in Bern for the Banca dlltalia 
with the B.l.S. and, as to 223 kilograrns,by drawing upon the 
Banca d'Italia's gold deposit account at sight, deliveryBern."~/ 

Repayment of the Previous Credits in favor of the National Bank of Hungary 
(Column J of Table III) , , , ' ... 

Out of :35 million Mss gold francs, of credits outsta.n.d1ng at the 
beginning of the war in favor of the Nat,ionalBank 'of Hungary-,ll 33 million were 

I ' ' , , -! ~ 

17 'Raport of the lknagement to the Board of Directors on the Period' Since the-I last Board Meeting, II page :35. , ' , , ' ": 

, 21 -Report of the Management to the Board of Directors on the Period Since the",-I ''last Board Meeting," page 39. 
I. 

,~l Tbaee credits had originated in 1931 as part of accor,mnodat10ns to Central 
European banks extended by nearly a dozen central banks, incl~ding the 
Federal Reserve Bank of New York. 

, 000000095 

,:, 

205696 

,: . 

http:B.I.S.II


.' I>····· •... . .':<.' ..... :.• ;" .. ,:.: ".> ...'..' . 
repaid partly Wlder arrangements made .' .

I • 	 . , .... :.... . ,. ..:". '1: ... 
partl.al and voluntary reimbursement to'.

I 	 '. . .~.-... . ' • ~.' , .••• '" . .,\4 	 .. 

,by ceding it gold which tb.eJ.I.S. held 1i1 €pi.' .. for the ;a~count of the 7i',' . 

. ~rtio~~. Bank. of~UIlgary. i1a .': .... ·:·:~:.;?~:i;,If~~.;;~(~~¥~i~M~Ji·~~~)~?f~~t::i~~·!(~:·.r:~::··~·.:··:~:·:'::.::<::·.'\;~;:::j.-J~~:.. :.,· .. '. 
~ d. 	 Renewal and Par.tial Repayment'of' tb'eBelg1an .and French TreaSury Bills' '.. ::':. ;.~:. . 

. (Columns 4 and 50fTab1e III» .. ,' ,.' ~". . . ... ;'.>.:.. ,... 
. . . ..... .'.. '.'.~., ',' ':.;'!':', i: ;~Ji:;~':::;!.i':;~;~/f.i';;'-'·.::!i.'·(.::·.:'··S~;:,;;:'~·,:: :'.:., ..... :...:-.... :.... " '.:.: .•. :.: ::·:3.i:~<::::· . 

The ·B.I.S.· before the' war held BelgtAnand 'French Treasury bills,·witl<··;.:> 
ail' exchange option. The greater part of .these holdirigs had been acquired froin;.·'.: 
the firm of Mendelssohn of AmsterdaIil and were discountable with the Nederlandsche .' 
~k..; ... :.<.':·.:.;:····,< ... ···· ..... i:·.· •. 

I The Belgian Tre~sury bills reached fin~l'mturity in thy' 1940 • .The' . 
BrIeS. then started negotiations: for theirrenewal.,·but. only :in 1943· did the 
Belgian Government in Imdon agree to pay to the B.I.S; in dollars the whole 
ruttount of the interest ii1 arrears, on condition that the dividends due to the 
B~lgian National Bank (london) should likewise be settled in dollars and that 

I
the dividend payments to private shareholders in Belgium should oontinue to be 
~de without an actual remittance ·of foreign exchange. A definite settlement 
WEts reached in February 1946, when t..lJ.e old bUls were exchanged for new ones 
at a fixed term of one year. 'lhe rate of interest was reduced, but the B.I.S. 
obtained an exchange option between dollars' and Swiss francs. In addition" all 
the interest still outstanding was paid" in the form of new bonds. 

I As to the French Treasury bills, rmich w.ere renewable every three months, 
an. agreement was concluded in Jurie 1942 for their repa'yment by.means of half-yearq 
iristallments up to February 1946. . The occupation by Germany of the rest of Erance 
i~ November 1942, however, led to a revision of that agreement,tmder which amor­
tization continued to the equivalent of the amounts in SWiss francs that the 
BlI.s. found it necessary to s ell to the Bank of France to cover ·its expenses in 
F*ance (chiefiy dividends and taxes). .In 1945 the French Treasury,bills 3~3 mil­
lion florins were repaidiil Swiss francs, the currency of payment being chosen by 
the B.I.S. in accordance with the terms of the contract•. At the same time the

I 	 . .
French Treasury offered the B.I.S. new bills of the same amount for one year

I 	 . . .' . 
I 	 . 

!1 The syndicate credit granted to the National Bank of 'HungarY fell due in 
July 1940. At that time the National Bank of HUngary offered the banks 
participating in the s;}-Tldicate credit a choiae between I (a) immediate 
reimbursement in current dollars; and (b) consolidation of the credit in 
gold dollars for eight years at one per cent :interest and reiIIibursement 
in seventeen equal half-yearly payments. M:>st of the particiPants ac­
cepted the ~nediate repayment in present day dollars. But the B.I.S., 
as regards its own ,share, preferred the repayment ~ gold dollars within 
eight years, its credits granted to Hungary having been fully'covered by 
the deposits of the National Bank of Hungary with the B.I.S. which had, 
moreover, expressly reserved "the· right of utilizing them for setting-
off purposes in the event of any delay in the service of the debt." 

I3.1 	 "Report of the Management to the Board' of Directors on the Period Since 
. the Last Board Meeting, IV page 24. 
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':bearing:tnterast at 2 per cent ~th an ,option between dollars an~-SWiss:f~c~. 
"[ , ",' ", " '. . .... ;~ ... :., ".:; 

l.he bank accaptedthase bills,1J thenom::1nal amount ot which was approximately "~ ,";';; 
'7~8 million Swiss franca~ Smce the currency of payment' chosen, was the Swi'ss::/:::,~ 
franc, the accounts in connection with the new bills are. kept ~ that ,currency~" c

' "" . '" 
~:: .., ,I 

ell Partial ReP8.ffient' of the Investments iri. Poland 
. ',. (Co umn 6 of Table ,III) ". ' 

The investments of the B.I.8, on the Polish market amounted to 3.3 
million Swiss gold francs in August 1939. After the invasion of Poland, the ' 
,~yment guarantee and the gold guarantee given by ,the. Bank of Poland in respect 
of the investments by the B.I~8. on the Polish market, were expressly confirmed; 
add an offsetting was made' between the balance of the foreign exchange accoun ts 
of the Bank of Poland ,'lith the B.1.8. and the latter1s claim, thus bringing down 
tlie B.1.8. investments to 3.2 million &11ss gold francs. In the subsequent years 
the dividends on B.I.8. Shares' belonging to the Bank of Poland were earmarked for 
~ortization; and in 1942 and '1943 the, B.I ..8. reduced itsinvestm~ts on the 
P61ish market by buying gold from the Bank of Poland (4,800 ounces in 1942 and 
ad unspecified but presumably identical amount in 1943) which it immediately sold 
tq the Bank of England in order to acquire the sterling necessary, for the payment

i of its dividend in Great Britain and the sterling area.' 
I ' 

f~ Increase in Realizable Assets on the American, British .. and Swiss I!lrkets 
(Columns 7 to 9 of Table III) , 

As a counterpart of the reduction in the, assets on the national markets 
I 

reviewed above, the B.I.5. has increased its realizable assets in dollars, Swiss 

~ancs, and gold on the Americah, British, and Swiss markets by 119'.'5 million ' 

~ss gold francs. 

Up to March 1942 by fEU' the largest shift was ,towards the American 

market, while in the subsequent years the shift was toward the Swiss. In accord­

Jce with the principles which shortly befo;e the war had been ~dopted by the 
I · · " , . 

,bdard of directors of the B.I.5., only negligible long postions were maintained 

J other foreign currencies.. The B.1.5. assets in wndon 'were increased only 
I . ' 

in the financial year April 1, 1944 to !brah 31, 1945. 


The evolution of the B.I.5.ls assets on the American and ,SWiss markets 


is shown in Table IV:' 

., 
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B.I 

~g. 31, 1939 
~r. 31, 1942 

, ~r. 31, 1944 
Mar. 31, 1945 
Mir. 31, 1946 
Feb.. 28, 1947 

" 

." ­

I " . : 
- tiiciud!hg B.f.S. owned gold held in New York and in Bern, respe'ctively. 

, . .. . . , . 

I In the early years of:the war the B.. I.S. assets held in the United 

'J .' 
" .~ 

I . ' 
States, consisting of gold in New York and of dol.?-ar balances and investments, 

in1creased fairly regularly.. It may be mentioned that during the 'financial years
I " , . - , 

1940-41 and 1941-42 the increase was partly due to repayments made, by the 
, . . 

Nafional Bank of Hungary. in .respect of the cr~dits granted to it in 1931 (see 

above, page 32). lJlle increase shown in 1944-45 was connected with a' reimburse- ' 
I ' . ,I . . . '. . 

mert by the B.I.S. in Swiss francs of a deposit of the Swiss National Bank 

amounting to roughly 3 million dollars (see above, page 21).. 'lhe ~k, moreover,
I. " ' 

corverted part of the increase in its dollar reserves into gold in NeW York by 

purchases of gold from the American Tre.:l.sury. The result is that 'the B.I.S. 

relerve in dollars and gold in New York now is much gl'eater than be'fore the war. 
I .,' 

I ' The net assets of the B. I.S. in Swiss. trancs and in gold.in Bern, also 

increased, the shc.rp rise in 1944 being due to the repayment ob1:.ii.ned by the B.I.S.
I . 

oflits investments in Italy (see above, page 31). Since the end of the war a 

par of the Swiss francs which were accumulated during the war has been ,utilized 

fOl investments with or advances to various Europe~n central banks, which thanks 

t.o Ithese transactions were able to acquire dollars on the Swiss market. This 

eXplains the decline in the' assets on the Swiss market between 1iarch1946 and
I ' . , 

February 1947. . 
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I, " 	 ".~ 

.. 1 To ~ffect operati";;. on the Amarican and sm.•• market., tho B.l.S> 

7~ 10btain the nece••tu7 tiC';'.~.. As ioegards ;'e systeJll o:f Ami.ric :lic~e.,
aJl

," .',,, the following account" has been submitted by the management ot the B~I.S... r . '... ' 

_. . I . 	 • .' 	, 
.' 

"~e B.I.S., immediately after the first blocking ~easures 
in 1940, had taken the initiative of transferring toa -sp~cial 
"Cit account all thefunda held on behalf of countries subject 
to the blocking decree. For its 'part" the Federal ReserVe, . Bank 

. 	 of New York had taken the :initiative of applying for a general 
license" which it obtained" covering all the normal operations 
of the B.I.S. But 'When Switzerland itself became subject to the 
license regime, in June 1941, the B.I.S. was likewise obliged to 
apply for a license for each operation. The lic/enses in respect 
of current opera.tions were generally granted. lI! ' . , 

I 
As to the refusal by our Treasury to grant a license necessary, for withdrawing 

the 
·1

[SwiSS National Bank's dollar deposit with the B.I.S. (~ee. page 21), the 

following excerpt from the B.I.S., annual report for the year ended March3l,I. . . 	 ,: .., . 

1945 may be given here, for the record. . 	 . 

lilt thus happened that an operation as simple as the ... 
repayment to a' central bank in a neutral country of a deposit 
expressed in the currency of another country ga~ rise to . 
protracted negotiations requ·iring most careful handling,one 
difficulty being that while the Bank for International Settle­
ments naturally endeavored to fulfill its own obligations in 
the strictest manner, the· financial policies pursued in the two 
countries concerned were not in every respect reconcilable ••• 
An example of this kind shows what difficulties have been 
caused by wartime legislation and conflicting monetary policies 
even in the case ot an intrinsically simple operation with. a 
neutral central bank~ But the example also shows that, thanks 
to the good will of the parties concerned, it has been possible 
to find practical solutions which anm1ered all the requirements 
of the existing situation ~"a/ . 
In Switzerland, where the Swiss autho~ities in 1942 had instituted 

a control over dealings in gold, the B.r.S~ received special authorizations in 
II '.' . 

17 I"Report of the M9nagement to the Board of Directors on the Period Since 
the last Board Meeting," page 26. 

i 	 . , 

2/ "Bank for International Settlements Fifteenth Annual Report for the period . 
- April 1, 1944 to lBrch 31, 1945, page 148. 
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,-, , 	 " ','~ '., ",(:' . . ,', 
lirie with the principles of its 


.. I , nozi' ~he .other .h~d~ as 'desired ·:i .. , ". 

, ' . to prevent. arbiprageoperati~s .... , .frailc, the' B~l,. S,"··'· 


.1 complied \'llth the National Bank kept in touch .... ' 

1. with it as regards such -gold .' ":.a8 'it might have occa~' 


. sion to effect 'against Swiss trance ~1t .:~~·4';:iF.·.;:'f~i:"::~;;· '. . . .,.

'. . ....... ';,\' ". ;.:;),lfft'~~; .c.,,)tfi.:;:'\::;(·,·~:· ,." 

In Great Britain the B.l.S. was'rel,ieved of applying for special .­

J , , .. 	 " " ' \w·-\r'~~.~1~.:,~,~~'~:~ . ~.' ~< ,~.. 
authorization tor each transaction, its ~~1&rat1on pf neutrality havillg been " 

'J ., '" . . 
. . " : .. -",:"".';:. ~ . ' . :rIfound satisfactory by the British authorities '(see page 7). . ',. .' 

; "',:",:' ;"""', 	 r . 

3. Profits and mv1derids :>' 
\. " 

'!he increase in liquidity dlirlng the War years, and' the discontirmance. '.' 
,',' ,: . 


. . '.' . . . \ . . 


in 	1945 of the Geman transfers which had .supplied ..the B.l.S. vdth the larger
I 	 . ..'. '..'; ..... .' . . '. .: 

pary 	of its gross' revenue, resulted in a ~adual reduction.of profits,'and ..... 
i .' " , . '. . ,"' 

ultimately beginning with the financial year 1945-46,. in a net loss (0.6 mil­

liOA Sitiss gold francs in that year). . 1- so~ewhat smaller deficit is .'expected 
. .' 

for tho financial year 1946-47 (0.45 million s'nss 'gold francs). 'nle reduction 

in the current deficit is due partly to the increase in productive investments
I 	 . ." '. . 

by 1he sale of gold (see page 23),part~ bya redistribution of ·investments, 

The B.LS. views as follows its profit and loss position: . 

liAs soon as the bank is able to return to a more 
rational distribution and employment of its assets, it will 
be able, while rendering services which are not in its power 
at present, to increase the volume and the average yield of 
its investments considerably and, in this way, amply to cover 
its current expenditure.nl/. . . . 

~ -	 . 

I Profits were large enough for distribution of the statutory .dividend 
of 6 per cent only in 1939-40. \In 1940-41 and in 1941-42 recourse was had" to 
makei

1 

up the statutory dividend, to the dividend reserve fund. After the ex- . 
haust\'ion of this fund, the dividend for 1942-43 was fixed roughly at. 4 3/4 per 
cent per share and in 1943-44 at 4 per cent per share. In the financial.years 
1944~45 and 1945-46 no dividend was declared.'. . 

I 
.	17 ~tSuppIement to the Report of the Management to the Board of Directors 
- on. the Period Since the Last Board :Meeting II (Nove~er 1946), page 'J. 
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',' . ..'''',' . . . ' ..' ; ';;. ' " '...:., 
.. ~, " -The manner of dividend payments has undergone ma.ny vicissitudes. Owing 

to ~he monetary measures taken in a large number of countries; it was not pos~'," , 
sible to,pay the dividend in the currency of each tranche as before the war~",For 
thei'year 1939-40 the dividend was to have been paid in U. S~ dollars, but as a~' ,,'. " 
res~t of measures taken by the American Treasury between .A.pril and July 1940 " 
to "lock the funds of European occupied countries, this decision proved iri-' 
apPticable~ Accordingly it was decided in 1941 that the dividend calculated in ' 
U.. ~. dollars should be paid to the sha1;'eholdel;"s in -the currencies of the country 
of ~heir residence, at the buying price of the U. S. dollars of the ,respective 'i' 

central bank. This system was maintained in later years except that the Swiss 
I , ' ' franc was introducedl concurrently with the dollar l as ~ alternative basis 

of balculation of dividends.ll 
I ­

,I " The need to r:mit foreign exchange to the member central banks in ' 
pa~ent of its dividends gave the B.I.S. an opportunity to facilitate'the transfer 
of Founts that the foreign central banks owed to the B. I.S., especially in re­
spe~t to interest on its investments in the same markets. This method, which had 
bee~ employed in the German market even before the war I was, extended to Belgium, 

,Hol;tand, and France for the period of German occupation.', .The distribution of 
divi.dends to Norway, Greece, Yugoslavia, and the Baltic States was 'suspended. , 
As til0 the sterling necessary for payment in Great Britain ,and the sterling area; , , 
the B.I.S, sold gold in London to the Bank of England in 1942 and 1943. This 
gold had been transferred to the B.I.S. from the Bank of Poland against its , 
assrts in the Polish currency (see page 34).. .' 

4, Trustee and Agency Functions 

. We need not concern ourselves here with the Bi'I.S. trustee and agency 
functions. As trustee for the German Government International 5 1/2 per cent 

I ' ' 
Loan 1930 (Young Loan, issued under the Hague Agreements) and for the Austrian 
Gov'ernment'International Loan 1930 (the service of' which had already been suspend­
ed 

I 

before the war) the B.I,S.' in May 1945, however, had addressed letters to the 
var'ious governments concerned, calling their attention to the guarantees and 
pri!vileges attaching to the respective loans and requesting that all the rights 
of ~he bondholders be respected in conneotion with any fu~ure measures regarding 
reparations or other claims that might be made 'ijpon, Germany~

i '. .' . 
The B.I.S. is also fiscal agent of the trustees for the Dawes Loan 

19~4. 

I . . ' 
17 The B.I.S.obtained the permission of t.he U.S. Treasury to utilize its 
- dollar assets to pay not only its dividends in the United States, but 

also the dividends due in various countries that still had free disposal 
of their dollar assets. 
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,':1' ,. B~c~useot i~ :PCU3t'p~lic'i~~,~~f;~\~~~~::,"_', , 
.. ' l",,~ '.....,. " : .....:. ,' .. .' ·~::::~:~>~~1~:,?i~~;~~:~{.~:;~~~:;~~~~\·,>'.i::~·"~:' ,', '.':' "~,: ":>:,' ,.' .,',' 

the ,I~~rman set~lemen~" ~,.1~~:~~Ul'e: :',1~1]~:;;'~~Jr:~~~;r'~~)f~~:'" ,,'.: ';.-', :a~~ ,::o~\~:,;.-'?t~,~:J::;;;::'" 
disposition ot the pre-1939 1nternation8.lfiria:ncialobl1gations ot (lermany. ::'Apart .:,,';~j;>:;

I, ' " , ,,'··:f:.\)}~':~,~~N;,t;;:..f,::~>;.,'}::~:;··',',·' ';,,' \,' '; :";'';I~/;:''', 
trom this~ the B.I.S. prospects are also l1ke~ to be determined by the place given.,' 

I ' .'.' ":'.: ':,::" " ;" " 
it in the postwar international tinancial set-up~', " ,', " , .. , 

".' ~"~'.";~ ;:'; , "I, :' / __ : '. 

1. The B.I.S. and tho German Settlement .~' , 
. - " ,;.\." , : ,: ", , . . .. "; ,. ':' 

The tinal debacle ot the WorldWar I reparations lett the B.I.S. a beavy 

inheritance., In ,order to assure the B.I.S. a source ot iricome, the "creditor 
I' " , 

countries" and Germany agreed to JDaintain long-term non-interest-bearing deposits 
, ~. , . 

withl it; ~nd since .these &leis were .invested in Germany.:," II r ..~t of tho _licit •....• 

obligations laid upon the B.I,'S, by the Hague Agreements, the tate of' these invest~ . 

ments J representing 58 per cent of the bank's balanc~heet total,is likely to I ': 

havela direct bearing on 'that of the B.I.S. itself. ' 

I' For this reason, the Presidentot the B.I.S. on May 2, 1945 addressed a 
I .,',",,' ' 

letter to the Finance Ministers of the"creditor governmentsl! under the,Hague
I· , '. ",

Agreements and to the Secretary of the Treasury ot the United States, regardin,g' 

the Jights and obligations of the B.I.S. under the Hague Agreements. This letter 
; 

is a long document analyzing the legal situation for the B.I .S. under the treaties 

and c1onventions still in force" as reg~ds ,both its investments in 'Germany and its 
I ' ' 

relation with the '''creditor governments. It 

The B.I.S., ~t ,was argued, has fully carried out the obligations laid 

upon it by the Hague Agreements, by investing its lang-term resources in Germany
I ' ' 

(see kbove, page 28); but it has been in a position to do so, only be~ausethe 

Hague IAgreements conferred on it the following important guar~tees and rights: 

.'
.' 1. The B.I.S., and all its property, assets, and deposits of other funds 

, I .. 
1entrusted to it, located on the territory of the partiCipating countries, from the 

.I 
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',',:; \ I _ ' '~",: : "',' '. '':'',:'' ',",' .... ', . - '"',::. ~"'.~ '~',:, .,'" ", ,.' , ','" ~'::.: ,': l. 

'.. beginning had been declared ftimmune tr.om. any disabilities :and .from s:p.y restrict!" ~~~::: 
. . ~ , . ~ '., l ' ' ' t . . ' '" .:' '. .!. " , ..' ";. '''<~~~:-€~~:~~?:;'' 

.' measures, such as. censorship, requisitions, seizUre or confiscation, in time of :~}<f:;~.
: I . I • :. ',' ·.i';.. ' 

'peace'or war l reprisals, prohibition or restriction of export of go:J.d or currency,'~ 

. anJother similar interferences, restrictions, ~nd prohibitions .,,~'t:· These pro­

viJions still apply, . in the view of the B.I.S. J to irivestments ma:eby the bank .' ,: ··.·c·. 

on/the German market. 
/' 

2 • In addit1 on - and this is still viewed by the B. I • S. as an "es s ential 

guarantee" - the bank, which had the responsibility under' the New Plan of fixing 

thJtime and extent of its interventions on the German lnarket, had also the right
; I 

·of reducing or of removing its investments on that market at any tim,e' that it .. 

might consider opportune and in any case before the end of the period of applica­
i . . .'. 	 .' . 

tion of ~he New Plan. The B.I.S. argued further that it possessed the practical 
I , 	 . '. 

means to reduce its investments in Germany by applying the reichsmarks previously I 	 . ..'.... . 

acquired to the payment. of deliveries in kind, and by demanding payments from the 

GeJman Government in currencies other than reichsmarks.2/ The B.I.~~. recalled that 
; . ... 

by the terms of the Experts'Report, 

lithe liability of the German Governl'llent with regard to the 
annuities contem?lated in this Plan is not fulfilled until 
all sums~ the transfer or payment of which may be from time 

. to time postponed, have actually been transferred in full . 
to the Bank for International Settlements in approved foreign 
currencies, or utUized for deliveries in kind. 1I 

Y I 	 Article X of the Agreement with Germany. 

!/ 

' 
.. 

ItIn 	other words, after having, at the time of its interventions, purchased 
more reichsmarks than was necessary for the payment of deliveries in kind, 
the bank possessed in themechaniam of the Plan itself the means of con­
verting these reichsmarks into 'currencies other than reichsmarks' at the 
rate laid down b.1 the Plan as soon as it considered desirable and in any 

case before the end of the period of application of the Plan." (From the 

letter of May 2, 194.5 to the "creditor governments I! under the Hague


. Agreements of 1930.) 

, 
.1 

OOOOOO~03 



.:-: ' 

The rights, of 'the B.I ~S'. a; . .' ' ElnaJ.te~ed, 
. I '. .'1, ":J:/<,:(;;;;,01~;('" '. . , 

views of the B. I .5., by the suspension of .' " . . .payments :'which .. 
"... .:", ,-'" ·:-;_·...<J:it ..:.:,::'(;~.:.:i,.,:L:;.,.,·:~.·, ::; . 

. 	 "Was not accompanied by any-·~t~~hi'.;hi~h'couidvalidlY 
modify the previous legal position' ; : •• ,.~ " . " " . . 

, 	 , ~ .._~,.. ~. ~.; .f.~,;,:,,:,~~,~.':,,:"'~':': ' :,-,~:, . 
"So long as the application of,. the Planis'D1e!ely sus­

pended in. this manner, the essential ,righteof the bank have 
suffered no final h8rm and the bank; placed 'in these circum-­
stancos, can only reserve the right: of asserting them at the 
time of a final settlement. . i" . . . 

I1Under its statutes, the bank, is in any event required 
to hold itself entirely aloof from pol~tica1quastions,'which . 
are the exclusive sphere'of the interested governments, 

liThe bank, therefore, had not to interfere in the rela­
tions botween thGse governments, and it must maintain. this 
attitude in future~ except naturally in. cases where it becomes 
a question of exercising the incontestable right of satisf,ying 
itself that the guarantees concerning the service and the 

future reimbursement of investments' in Germany made by the bank 

under the Plan ars either simply maintained and respected or . 

replaced by advantages· and guarantees of equal value .111/ . ,.


• 

. ," 
 '.. .­

The letter end~d by asking the governments: 

1. In view of the obligations that the B.I,S. had contracted vis-a-ns 
,., '>. theml to abstain from any action that might affect its rights •. 


. I 


2. To reserve the rights of the B..I'.S., should the treaties or agree­

ments in force be modified. 

I21 Possible Place of the B.I.S. in the New International Financial Set-Up 


Whether it will now prove possible to settle the question of the B.I.S. 


inv3stments in Ger~ - a question that has been unsolved since 1932 and which 
I . . .'. '. . '., 	 . 
haa indeed been immensely complicated by the Second World War - I do not know.

I . 


Any qerman settlement is bound, however, to affect the position of the B.I.S',' 


Furt~ermore, an imperative demand is lik0ly to arise for a reviewing of the. 


PosiJion of the B.I.S. because of the need for avoiding duplication and for' 

, I' .' 	 . . 

.. 
17 The letter of May 2~ 1945 to the "creditor governmentsll under the' Hague- . Agreements of 1930. 
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., .'" 

'. coortiinating- international financial activities between tho, B.I.S.. and the 
,... : -'. . -I .". . ' ". ,.,. ' . 

'", ' International Fund and International Bank. Indeed, there may be some urgency"
"", . . :. .' . 

,for ~UCh a review' since 'the B.I,S. has lately become more active: The board of 
.' ..... . . 1 . . . . " , ' 

directors met in December 1946 and again in February 1947, and although the 
. I' , ' , ' ' " 
interval betvleen the meetings may be longer than between the regular ten meetings 

eachlyear provided for in the bank statut~s, their periodicity is a sign of a 

revi~a1 of the institution. Several postwar commercial credits have been granted 
I . '. ' 

~he first one to the Bank of Finland), and although the amounts inv01.ved are
I· '.' , .' ~ 

small, the very resumption of commercial operations may be indicative. of a B.I.S. 
I

resolution to re-enter the field of international' lending. Even ths"research 
. I' '.,.
activities of the B.I.S. have recently been intensified, as may be judged from 

I . '" 

the flow of publications. 
1 . 

A. The Case Agu.inst the B.I.S. 

At the Bretton Woods monetary and financial conference of July 1944, the 

following resolution was adopted, "The United Nations monetary and financial con- . 
I ' , ' . 

ference recommends the liquidation of the Bank for International Settlements at 
I 

the earliest possible moment." 

The above form in which the resolution was finally recommended by the 

conference was rather mild in comparison with the drastic text submitted to the 
I . . 

confJrence by a subcommittee, which required that "nonatio'n will be admitted to 
I . . , :.. 

either the proposed International Monetary Fund or the, Bank for International 

RecoJstruction which has not previously broken with the Bank 'for International 

sett~ements." 
I Mr. J. W. Beyen~ head of the Dutch delegation and former President of
I " , 

the 'BI.I-,S., vigorously opposed this drastic proposal, and in doing so was su~ 
.. 

" .ported by the British delegates, particularly the representatives of the Bank 

of ~gland.:Y Their. opposition probably accoW1ts for the IlIIlch more ienient J 

text Ifinally adopted. 
I~ ­
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. The' reasons why the tutu;~' " 
• " "" "I" ! 1 I, "," ,""" """ '" '" """" ," ,,"" , " " . ,"1 

Wodda can probably be found in thes:ttf' • '".",."" some """ """",Who"~aw 
i"" ' ." " ' . ;',:":';':t~e:"~\n~ t:"i:<;::.~:;;;~'.t;f!?r~~?(.":"~,;,":::".·"!:·>·':L::., 

" " existence of the B.I.S. as a threat to'theB~etton Woods ·pr9gram.lnthe "" 
" I ,"," "' ".> :;,~':i..::::"i'"'~:!:;":," "". ;:" ,: "." '!~':~!"/, 

" I 

i """ 

of Ithe discussions on postwar .. mon~tuy ~O~~;~:7o(,,~~~;.:jO:~k,.~laC~::~·~,943 ..' 

19~, it was repeatedl;y suggested from s~me .quarters "that:~he B.I.S. m.ght 1:>e 

thJ logical institution to handle th~p6~~~' c~re~cyr~~~S~c~i~n.Y Th~""
I "" 	 ": "" ! " "." " " " " ":." " .." " ,""" , "".' 

Breiton Woods resolution may thus be construed as, a co~te~ve"b,y the ,mo~e "" 

ardFnt sponsors of the new program, agains~ some of their opp&nents. ," " 
, ' .. J 

". The charges against the B.I.S. have never been substantiated, to my
" 	 , " 

kno~ledge, b,y any documentary evidence of the bank's connivance with Germany•• "" 

On the contrar,y, the British Government has repeatedly declared itself to be . 
I 	 ''" . . ., . 

satiSfied withtheB.I.S.'s neutrality, and the Bank of England did, routine 

busptess with the B.I.S. throughout the war;V the central banks of the European 
I "" 

Governments in exile in London concluded" during "the' war a.Ji.rangements with~he 
I· 	 " 

B.I~S. \vhich they presumably considered satisfactory to t~emselves; and even 

thel United States Department of State recognized the international character of 

the B.I.S. when in.1942.1t issued a passport to the presi~erit of the B.I.S., 
, 

then on a visit in the United States. for his return to Switzerland. . " 

I· The opposition against the B.I.S. has lately subsided. The Bretton 

Woods resolution on the liquidation of the B.I.S. is not mandatory but merely a 
I 	 ' ' "" ." 

recrmnendation to the respective governments, and there does not seem to be a:trf 

haste in any quarters to implement it. The Western European countries continue 
I 	 . "" 

their participation in the B.I.S. as a matter of course. 

I ' 	 """ 

1/ lIt may be recalled that the American Bankers Association and some leading 
- . 	 individual bankersl like t~. Leon FraserJ the former American President of 

the B.I.S • ., took the position that the e~ansion of the B.I.S. would obviate 
the necess~ty for creating a new internat~ona1 institution. 

.,y The, Chancellor of the.'Sxchequer, Sir Kingsley Wood, for instance, told the 
House of Commons on October 13, 1942, that: "No transactions have taken 
place or can take place•••which would confer any economic or financial .. 
advantage on any belligerent nation to the detriment of another •••The bank 
today carries on only a routirie business. fI . 
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B. Possible Furictions 'for-the B.1.S • 
• 'I. " ••• 

,This maybe the time to examine-dispassionately thereso~rces and the 
',' # • ! '. .' '. 

,facifities of the B.I.S.andto ~ttempt to salvage what. is useful trom, the bank. , 
'" j' : . . " " ',. 

There is indeed a widespread feeling that, i~ spite of the establishment of the
I . ,-: . '" 

International Monetar,y Fund and the International Bank for Reconstruction and 
i

Development, there are valid reasons for the continued existence of the B.I.S.· 
, \. 

FirstJ it is a convenient meeting place for European central bankers.· SecondJ it, 

P~ssJsses a certain amount 'of funds 'which are available for small cred~.t accom-
I ' . , " ; 

modations, such as those recently granted to the Bank of Finland and other . I " , . .. 
Europiean central banks. Third, 1th.a.s had sixteen years of 'experience. Finally, 

" I . 
it isl in a position to carr,y out transactions from which the International 
.' I . 
Monetary Fund and the International B~lk are debarredb,y their statutes. 

I This last reason is probably the crux of the matter, and for'this 
i 

reasoil I sh~uld like to quote a list of concrete suggestions that Mr., Moore
I' ," 

eiaborated in a memorandum last August:
II . 
I liThe B.I.S. has performed and can continue to perform 
I the following useful functions which the World Fund and Bank 

are not in position to undertake: ' 

"(a), Acting as agency and intermediary for technical 
collaboration between contral banks, as for 
example in the coordination of credit 'policies, 
the standardization of gold handling ~errns and 
policies) foreign exchange operations~ etc. 
The B.I.S. would, as before the-war, use as the \ 

principal channels of its action the monthly, 
annual and special meetings of central bank 
officers, and the organized exchange of data 
and documentation. ' 

II (b) Acting as depository for the foreign exchange hold~ .... 
ings of various central banks and managing th~ ,~~ " 
investment of such holdings in various foreign 
markets in such a way as to faciiitate (and not 
hamper) the credit policies of the central banks 
in whose markets the investments are made. 

': 
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.; ;;~~~';;~t;;litf' . 
~;.. 

, ',\ 

"~. ':" .. " "".3(~~~~\\, 
.' II (C) Ho1ding~ggid:L 


, prefer· to, en ' 'their"~~",,..~~~.le;'"' 

, ',,', ',to an international'.iilsti ion 


fromseizU~e,e:xpropaat~onl~'~bargol.ietc'f,,' 'and 

facilitating Swaps' ~l1d'cieariIig:'9P~ra.t:f.ons' between 


, g~ld:ea~~g! t;~;~~~,i,!:~~}t}~~G,~:,;!Id,M{'i;~];ti~N:Z:~':,.'.~.' :';:: 
"(d) Acceptirig from cantru'baDk.s ',and others"~gold-.eight 

accawits, i ..e .... ace,auntS de~oniinated"arid 'repayable 
in fine ,ounces, of physical gold" and'making trans""" ' 
fers between such accounts'at the depositors" request. 

. ...... ': ...~": :':~ , ,,' . , . ,Y .. ',. . 

It (e) Acting'as depository and clearing'agent' for the :, 

International Postal Union' in, the settlement 'of .. 

postal, tele:graph" and telephone balances due ,from 

one nation to another. . " " 


"(f) Acttn:g as depository for various international organ­

izations, such as the International Labor Office 

and the Red Cross, which have receipts and disburse';;' 

ments in'a,variety of,currencies. 


: '\ 
,,' ",.'"(g) Acting as trustee or fiscal agent for international 


loans such as the DaWes and Young Loans" the 

',I •• ";,,'Austri3.Il Government International Loan of 1930, 

etc., which were noated and have to be serviced 
in a ~ber of foreign markets. " 

, '.'There may be new functions which have grown or will ~eve1op ou~ :.,' 

of the Second World War and which the B.I.S.' could usefully perform.


\ . . .. 
, , 

ItFor instance, all of the new reparations problems have not yet 

found a solution and it may yet prove desirable to assign some func­

tion in this connection to the B.I.S. It is true that the abandon­

ment of ,the idea of purely financial reparations in favor'of the 

transfer of physical assets hardly seems to call for the services of 

a financial institution of the B.I,.S. type. On the other hand, the 

new type of reparation transfers has already broken down in Germany, 

and is also meeting with severe criticism on the part of those who 

favor maintaining a sound industrial economy in Germany. There is 

still a possibility, therefore, that,the present system ofrepara­

tions may give way to something mor.e nearly resembling the World 

War I type of reparations, in 'Which event theB.I.S. ought to be a 

useful intermediary. 


"A second possibility would be for the 'B.I.S." with suitable 

,changes in staff and organization, to serve as the European·branch 


or agent of the World FUnd and Bank. 

'I' ' 

. t.· 

'J 

/ 
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:: ;', '"The'B.I.S. eotiid very well serve' as'··trustG~ 
international loans floated or made by the, new Bank. 

, It 'Would be not only simpler and more convcriicnt,' but· , ­
politically less embarrassing, to bave -an international ,," 
institution acting in this capacity than 'to designate ' 
private banks or individuals ,in specitic countries. 

, '. 
"There would doubtless arise in the future other func­

tions ot a miscellaneous character which could best be per­
formed by" the B.I.S. In this category of operations by the 
B.I.S. in the past have been, for example, convoking the', ' \ 
international committee of experts to consider ,the desirability 
of a postponement of Germany's reparation payments; annually 
appointing the members ~f the bankers' international standstill' 
committee for, Germany; handling the exchange ot currencies, 
(trom francs into reichsmarks) atter the Saar plebiscite; , 
compiling and distributing texts and translations of theyarious 

'countries' 	foreign exchange cont~ol regulations" and of their 
monetary, central banking and commercial banking legislati'ori.n 

" , Co~versations have recently been held between the B.I,S. ~nd the
I 

, 	 , 

' , 
International Bank for Reconstruction ~nd Development on the subject of coopera­

i " 	 , " , , " 
tion between the two institutions. As a result of the offer of assistance made 

by the B.I.S., the International Bank expressed its willingness to avail itself, 

from time to time as the occasion arises, of the information, experience, and 

facllities of the B.I.S. The extent and character of this assistari~~' however_' 	 , 
.' I 	 •I 
have not been determined, 

3. Present Control 

VVhether the B.I.S. will ultimately!it int9 the Bretton Woods set-up 

will obviously depend to a large extent on the policy ,that Western Europe, 
I ' 	 :' ", 

including Great Britain, may follow in this respect. Indeed, the B.I.S. is at 

preJent what it always has been - an ess~ntiallY Western European institution. 
i ' , , 	 . ' ' 

Although the B.I.S. business with the Federal Reserve Bank of New York and with 
I 	 " 

the IAmerican market was of a substantial order, the greater part of the,free 

res~ces of the bank being invested in dollars orin gold in the United States•. 

the fank never had any occasion for active intervention in the Western Hemisphere. 

, I 
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, ' , ' 

.~~;t~·",';f~t:\'"<:~~~1r;:\~:,;;} .. ,.~.,,\ ... .',...,;i~. 

'j,' ",•As to'th~ participation'of. Japan ' /" I·' ,'.; . ,;' 

'reason for the 
I 

I . 
time the Japanese Government was a 

1 ',""'" " " '. 

of Germany. 

The e~sentiallY We~tern Eur6J,ean :,"'" '. ' 
l' ',' .' '. - . ,,'.,.'::':,~-r~:.~.>.'~.< .~.~~": ,'~:::~.~,<,: ..,.~:),,~>:>; ",', .' . . . ',:, ,:', ," : 

from the present composition of the board of directors, from the distribution ',,", ,_ , 
I ' ' , , " <,';;,:;::i;~;"<' ," "',", "".,', . ·::>::'~·':t:>?,:::::t{ ,• 

of voting powers and ownership of capital and from the geographical distribu~, ;':(~r(:" 

t~on of the B.I.S. assets and iiabiliti~s'~' "",' '" " .",,-:),~:>,//, 
! 

A~ Board of Directors 

At present there are elevendirectors(inciud~g 4 alternates); and 

tJey are all citizens of ~estern European c~tries. The ma~e~';of their' ~ ",,'" 
I \,' 

appointment, and their names, are shcmnin the following, statements 
, " 

Board of Directors 
, 

,1. Ex-Officio Directors: " 
, 

Representing the D1l-ector Alternate 

Bank of England Lord Catto of Cairncatto Cameron F. Cobbold
\ 

Bank of France Emmanuel Monick Jean Bolgert -Bank of Italy Luigi Einaudi P. Stoppani 
National Bank of Belgium Maurice FrerelJ Hubert'Ansiaux 

2. AEEointed Directors: 
" '. 

Appointed b,y the 
' . ." ~ ': .Governor of the Director 

Bank of England Sir otto Niemeyer2/ 
Bank of France Baron Brincard ­
Bank of France Marquis de Vogue 
Bank of Italy Dr. Donato Menichella 
National Bank of Belgium ' Vacant 

I 

.3. Elected Directors: 
I 

I Governor of the Director 

NederlandscheBank Dr. U. W. Holtrop 
Sveriges Riksbank lvar Rooth .,
National Bank of Switzerland Ernst Weber 

.. 
, ,', J1/ chairman of the board ot directors, of the B.I.S. 

' 

Y Vice-C~1rman of the board of directors of the B.I.S. 
' .. ' 

" 
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", ", ':;. 

::-., ··As· the"~tat~ent !Jhaws,there :are'thr~~· ~ias~es :ordh-e~to~s'(iri 


·~,'.anqe with Article 28 of the statutes): 
, / 


'. .' 
' .... 1. Ex-Officio Directors I These are governors of the 11 founder" 

," .. ' .... 
, ,. '.. ...... , : ,.:. \ ...' 

.~~- ... .­ banks, those of Belgium, France, Great Britain, and Italy being· at pre·sent active·~,: 
·t:
~.;. / . 

I .:", , I· .. , . . . , ,. 
~', " directors.-l / The governors are entitled to appoint alternates to attend meetings" 

, ; . 

of ~he board at which the governors themselves areunable to be pre~ent- . 
I 

2•. Appointed Directors: Each governor of the "founder" central bBnks 

may! appoint a second director of his own nationality, chosen among persons 

representative of the finance,industry, or commerce 'of their country.(France 

and IGermany each had two directors of this class). ' .. : 

3. Elected Directors: Nine other directors may, be elected' by the 
. . 

board of directors from.a group of nominees submitted b.Y the governors of the 

4iC~pating central banks •. In fact, however, there have· always QeOn only 

three elected directors -- tho governors of the central banks of Holland, Sweden, 

and ISwitzcrland-- who h~ve regularly been re-elected at the expiration of their 

thrJe-:;rear terms - .. , 

I After an interval of more than six years. the. board of directors met 

on DrCember 9, 1946" with the attendance ,of the governors of the cent.ral banks 

of Belgium, Holland, Sweden, Switzerland, and Italy, of the alternates for the 

gova~nors of the Bank of ~gland and the Bank of France, and of the appointed 

direbtors listed above,' with the exception of the second Italian director- The 
. I . 

Verylfact that the governors of the smaller central banks attended· the meeting 
I . 

personally, even though thpse of th~ Bank of Bngland and the Bank of France were 
I . 

represented b.Y their alternates, may perhaps be indicative of the interest thatI . , 

the iarticiPating banks attach to thc B.l.S. at the present time. 

!I The Federal Reserve System has, of course, never ,participated in theB.I.S. 
I. 

I although two American directors, co-opted at the bankls opening, served 
I.until 1935; as to the Reichsbank and the Bank of Japan, their present 

status is undcrtermined (see below, page 17). 
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,'~{J~~·.?l~:'/ .. ,... 

~~".t; " ._:·:,t r.,)' 

.. .~ , . '.'\' .. 

. . 'haS not listed sinco 1944 any d 'Y"::""·T:ru~.., 


, i . . . 
!, ! ' . " .. " 

inserted in tho published list of ..."',.' ....,.......
I . . ". . -' .' . ~. ".': . 
regard to the Gorman and Japano~e" . . ot ' 

I" ..' ) ..• "',. :.',: t;', d..'I. :.;~ ,../:', . 

rSing from thesituation at the d~t~.•~r}.~s:: WI ~~ •.H.',: ~~~~::~o ,b9,a,( :n 
.... \ •• •• ~.""": .. ,iOrJDJJlea. 

B. Voting Power and Present Ownership' of"Shares . "/'. 
. .' . ,", , .. ,~~,.:~",:'~:": !~,:,,_"; ."~.:~, , ,.,:". ,,-: -, ...~:.' .. ", ":.,:" ',~ <,,:'~f~~r:,:, .. 

Tho voting pO\V'c~ and the present Ownersbip of .tho' shares of tho B.I.$.·::~:>. 
! _ " ':~. .' ...., ·>~·,:r:~.,;>~:; . 

arc likewise vested primarily in Western European countries. . No voting right is :.' 
I '. ".' .~ ;,··t,L:· . 

lattached to the ownership of. tho shares, tho right of reprosontation and voting
. I .' .... " .. . '" . . . . 
being exercised by the central banks of the countries in which the shares were I'I .. 
subscribed'. In the United states the First National B9.nk of New York has the 

I ,.- .;"right of veting as representative of the group of' AniaricM baIucs. > ' 

I Tho shares subscribed in each country have been either kept by theI . '. .' ..... 
central bank or ceded to the public, as in the United statcs,Y in' Franco, and"::' 

. I . . .'. ".." 
ill Belgium. Transfers take place C?nly .with agroement of the cEmt~al bank of the 
I ..... ...., .' ... 

country of issue. The B.I.S. may decline or accept any transfer of shares and
I. . I. : . . 

shall not transfer shares without the prior consent of tho central bank of the 
I .,' . 

country of issue. 

The number of shares that the participating Qcntral banks are entitled 

td vote (which corresponds to the number of shares subscribed in 0ach country) 
. I . 
and the present owership of the shares are given in Table V. 

I 
The American tranche amounted to 19,770 shares~ Of these, 16,000 shares 

were subscribed by 105 American ban.1ts, including J. P. Morgan and Company,. 
Now York; First National Bank of N~ York; and First National Bank of 

. Chicago, which guarant~ed the subscription of ,the whole tranche;. tho . 
balance vras subscribed, by the latter and later resold. On January 31, 
1947 the United states private shareholders held 3,494 shares. 

.. 
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PERCENTAGEDISmIBUTION'OF VOmG POVIER 'AND 
" PRF...sENT ONNERSHIP OF SHARF.S 

~ 
., , Prc~.ent Distribution / 

I 

Great Britain 

voting PoWer 

9·9 

of Ownership , 

2~ Continental Western and 
I Mediterranean Europel / 41.7 " 47.6 


3~ Contral and East.:rn EuropeV 18.'1 18.0 

4l Encmr countriGs: 


I Germany 9.9 , . I Japan 9·9 

5- United states 9.9 
, I 
6~ Balance (Present owoGrship 


unknown) - 0.8 

mo.o 100.0 

. lA Including Belgium,and Luxembourg, Denmark; 'Franco, Greece, Italy,-I Netherlands, Norway, Swaden, and Switzerland. , 
Including Albania, Austria, Bulgaria, Czechoslovakia, Danzig, Estonia, 

I

'Y[ Finland, Hungary, Latvia, Lithuania, Poland, Rumania, and Yugoslavia • 
. 

Over 50 per cent of the voting power and'almost 60 per cent of theI 
Ishares are heid by Western Europe, including Great Britain. 
1 

..1 ' The stake of :he United States is second on+y to that of \V'estern 

Europe since this country not on17 controls 9.9 per cent, of the voting power 
I 

(although it has never exercised it), but has of necessity to intervene in the 
I

B.I.S. in its capacity as the sole occupying power of Japan and as a participant'I . , 

inlthe occupation of Germany, the only other countries holding anlmportant 
I

share of the voting power. 

As to Central and Eastern Europe~ as reflected, in item 3 of Table V, 

the figures somewhat exaggerate its relative importance, on two counts: first, 

thr pOSition of the Baltic countries, which aggregate 0-5 per cent in both voting 

powers and present ownership of shares, remains to 'be settled, at least, de jure, 
, 1 

the B.I.S. having not recognized their annexation; and secondly, Danzig inflates ., 
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, I;' 

I,' ' , 'd ": ':.' ".:" ," 

, " , "~ 

trom the pre~ent'geographica1 , 
,," .' 

i 
as given in ,Table VI •. 
I 

GEOGRAPHICAL DIS 'IRlBUTION OF B'.I.S 
'ON FEBRUARY '28" 

millions ot Swiss :gol~::trancis ):::'~l':,> ",
/ ,", ' '" 'rlibBi~t:;~~';~;{<~\t))j:i;YC,::i''':',~ ,:, ".', ,,::/::c:'" 

other than ':Y:':~;I;,",'..;;'('~,<Capital ,', Net Uc:L.I.,O,u\';'1I;; 

" ':,:capitaJ..:i?~'·:;,\?"'i:;\·?:':;:\;,::i£,:'~:~ ,and' '.',: """'foi',' " 
Assets and reserves.Balance ' reserves ,market· 

. "", ,'. 
" ' 

II. United states 
i 
II. Western Europe: 

Switzerland 
Belgium 
United Kingdom 
France 
Netherlands 
Italy 
Rest of Western 

Europe 

'61.8 
36.7 

, U.8 
14·5 
6.8 

0.1 

, 0.4",.. '"'~',:61~'4::': ' 
'9·4 .,',,.,,' 27.3 ,," 
32.5 ':·':20.7" 

:.83.'7' -< 69.2 
:,:',+ '6.8 ' 

. 26.7 '-26.7 
,
.''' ­

2.1 , 2.0'-' 14.1 
,j 

Total 131.7 154.8 23.1 133.6I 
I 

III. 	 Central and Eastern 
Europe except Germany­ 21·4 . - 14.2, 47.3-, 

, ',' ....I\7. Germany 76.3 + 215..0 , ,25.7 

I
v. Japan 	 1.5 1·5 23·4 
1 

VI,. All other 3.8 3.6 1.9 


Grand Total 493·9 257.9 ' :to' 236.0 236.,0 

( 

I. 
, " 

"., 
',',\ '. ,. ,i':, 
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The foUaaing eonclusions emerge trom the table:, 

1. Of the B.I.S •. assets other than investments in Germany, 132 


million Swiss gold francs are heid in Western Europe, mostly in Svntzerland 

I " 

and Belgium, and 63 million in the United States (in deposit with, the Federal 
I 

Reserve Bank of New York and with other American banks). One third of the
I . 


B .'I .S. assets other than those tied up in Germany are thus held in the 


, un1ited States and two thirds in Western Europe. Th~ part held in Central and
I ' 

I
I . 

Eastern Europe other than Germany is insignificant. 

2. Of the B.I.S. resources other than capital and reserves" 155 


million originate in Western Europe, consisting predOminantly of government 

I ' 

deposits under the Hague,Agreements. There are practically no American deposits. 
I 

Federal Reserve Bank of New York 
I ,

Foreign Research Division 
M.. A. 'Kriz 

Juni 11, 1947. 
I ~ 
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. ::CORRESPONDENCE 

I ' 'O~~EAp~il 4, 1947~ 
'" .. Mr•. ·srrJ.// 

TO'__ ·,url~I'CT' Bank for InternntioIlC!l Settlwut:nt!i· .... '" ' ''-''. -.' -. 
: 

\. 

H. 
. 

L. S~nford 

~ ::..t,F'nOM __t__ - ....__.__..-.. (tor_YJsi.t_otJie.s.t;r.s_._~.I:.e:r:~...,..~itq AuQoln) 


. • (Copies to~ :-.tr. Rouse lInd ~.tF.• Knoke) 

In response to your request for a summary of matters 
, . . 
fa be discus!:ed here end in Via.5hlngton by Mc~srs. Fr.er~ .~~/I::~, , . .' , 
Auboin, I asked ~.rr • .Athern to prcpere the R t t:l.ched memorp.ndwri, ( ,,'f I ..... 7".
I . ". ,,' .. ".' ,,! '.- ..~ 
~h1ch I have ey.e~ined in dr2ft rorm end made 'certein sug,ge.stions .. ­

.' 

th respect. thereto. , .' 
, . " .. ' ',' ., ~::; .. 

. • .,..." ' ,-~ ~'.~. . . " _ . ,.• ,' , 't "" 

~.<.. ~~:">,,,~M~~t·!~#.:shouldb:-:i;'Ue .9.f .. the, .r~~t·'t~tonApril-:15 "':':'j.;.:' :,'.: ' . 
.', ri"~,,'';''~ij,.;,...~:-....... ~: .,~4 ... ·~·~~'-·~~-;··;:;':·"~~ --:."b--;'~-.--:..-.~~.'I::"'4':"f~ :'.1,,:-, ,~ ," .. '",'.... 'I' . . 

.'.";e;';rl1~d,1iftJi;ith~~"hte·toT<A:i1en-tproperty:':cu; ..., .,'. '.. ., ,... 
'. ~.. .' Ii' . ..•.• ,- ••.. ,.. .. '. ," .'1...... . . 

Bcmk for Internll tional Settlements. Such reports cover.edall 
I . 
doll~r, security and £old holdir.b::: of the Bcn/{ for Inten.::t'1onal 

Settlements with the Federal Reserve E~n~ of Ne~ York. The. purpose 
I 
of the renorts which were re':'.,1.;.ired by tile Office of the Allen... I • . 
PrO!lP.l'ty Cu~todi~n Vlt.;' to record property in v;llich Geraumy .01' 

lJlip~n 01' Detior.::: 15 thereof h,l;ve or may have inteJ'(~!:ts. 
I 

Anotr.er m:::.ttc-r .... hieh shaul::! be mentioTlf'!o nt thi'5 time is 
I
th?t, in connection with r revis:ion of our gold liccm~e ~Y-l.5-l 

ho:. undp.!, di.~c~l;:;:ion \~'ith the Tr"!;",su::-y, it is proposing- l' ~e?ar"_te 
I 

li~p.n$e ~or the B~nk for Inte~r.2tjon~1 Settlements, licensir.g us 

:t:o hold the eoltl wh1 ch we now have under e~.!'~erk for the 3e-.nr( for 
I 
IIr.ternetionr:l Settleit1ents, but stilting that only upon ~pec1fic
I 
, 

8uthorizFtion by the Secretary of the Tre~sury 6re we licensed to 

I , r 

I • 
/ 

,~. 
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'. .... '- ," 
. ~ .. ' '. *, ,"'r " ..# •••. . .",'.' .:..' " ., .'. ,--, . ­'. :; \.' ...;.' _.., '. 

DATe .\pril 4,'· 1947 . 

SUOJECT:.B.e.nlt _forJn.t.~rnat.·1onol.Jj.~ t I.lements 
_B.!. t. Sanf_o_r_d___ (for visit oJ_l4.e~srs..!_Fre.!:~~.nd /IIIIJoin) 

2. 


tr~sport, melt and treat, export, or tra.nsfer the earmark of 


:::"the gold now held by us. On tho other hand, the new gold license -
tmder which the gold held for all other foreign accounts would be 


covered would permit transferz from one earmarked account on our 


,books to another, and also other gold transactions, ,without further 

.....:1- ' .. . ;.~..•. . .'.' 

" 

",", 

• 

000000125 
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..CORRESPONDENCE ~ 	
' 

: DATI!._'ebraar7_28, 1947. 
, Ir. CODIl , . <;UOJCCT: Pres_t Statua or tba B.I.8., "., 

',.ROM M..l. JCr1,., 
-.I 	 .opie. to Messrs. boice (Roelae) t Sanford (~, O'Flaherty, iand Webber) t aDd 

, lIoore (Ro:o.U). 

, I 
I 

ParBUlUlt to y. request I ...enci1Dg )"t'IIl two: stataen~~....bowiDg
:1 ,. 

the present oallpOait1on ot tho board or d.ir",crtora ot the B.I.S., uUi the IIU.b­

:lmpUon and ownership or ita cap1tal. 

Pnd.1Dg tba o1raal.aUOIl or a 8'b:Id7 _ tha rp~llcici and' Operationa 

or the BUt tor IntemaUomJ. SeW.1 au, 1939-1946-,wbich I IJI now ooaplet­

, ,:.....:;r::::.:::.~, ~ilhou1d l1ka to po1at. oUt iM to1,'~nc .~.~ ~~~en on the two 
, ,'h·;>~t:at~~•. : ... _:~"":' " : ',..;.>.~., ':'..... : "';',:.'::-::, ;,~, ,.:~"",'.' 

:"r;:;J.J.:"',*iil'!·;:~"·'''::f!I~~:'jd::~~.IQI·~~~''.lIIL.flI1J~tJl.I;U~~. :.:' ... ,.~;~,:,:'~LJi~J>d:~,}':<; :;',.:'
"·:;'-·'~Il;fl~i1~~~'·i; ., 

an.. .•• ,A~"~ ..,J 
' 

wit.b the ~~~ndJinc. ~r the ' 
.., .,' " 

gO'Yernors ot the oentral banks ot Belgitia. Holland, Sweden, Switzerland, ADd 

Italy, or the alternates !or the BOftrnons of the Bank' of Engl.&tid and the Bank 

of France, and of the appointed di!"&Ctors listed. under: 2 in StAtement 1 nth 

the exo.,t1on or the Deoond Italian direotor.!! 

- jJ!here are tbree C4tegoriee of direotors (in accordJmce with Article 28 

ot the statute,).


1. Ex-oUioio direotors. These are gOTen1Or, or the -rounder- central. 

ba'!lka, or vbioh only tboDe of Bel.g1U11, .P'ra.nce, Great BJ"it&iD, find Italy are at 

pn••n't aC't1Te di:-ectOr.. 'fhe United States haa, of coarse, never participated. 

otr101~. ~t 1.0 the tirst r.w years of the B.I.S. two .a..r1oan direotors were 

ooopteclJ as to German and J'apa.neae Jleaberohip. 'ee below. Tho gonrno:-s &.rfJ 


entitled to appol.ot al.ternatee to att«l.d. ..et1D.g. of the board if they theuelft' 

are UDabl.o to be present. " , 


2.' .&ppotated. direotor.. Each gO"t"8rDOr ot the "f'CJUDaer- oentral bm.U MY 
appo1Dt a seoond d1rector of hi. own na.t1on&Uty, chosen aJIOng.·,per80D8 repre.ent"a,­
Un or f1J:la:lce, 1.n41:uJtr7, or coa.erce of his ccnrnt1"7 (P''!"anee and Gel!'!!.l!t.D7 ba"" 
b&cl two dl.reotora of this class). . , 

3.neoW 4ireotarl. lfine other direotora -.y be elected by'the boud or 
41reotol'8 fJ!'oa • 8l'O'lP of noainae. III.lbI1tted. 'by the goftr'DOra or the pe.rtioipat-, 

.Dg oeatn1 l:Iuk8. "',;,,.':;: .:1>,;;',r 
. -:" : .. , :'" "J:, 4 

,.. ,,, " 
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...",.,~~,,-:ooE ·CORRESPONDF.:NCE 

FROM' I " ." .... ,
r""'--' 
.!. 

O~.TC: :_ 

sun.H:CT 

• I .I.. to the Qeran aDCi the lapm... MIlhenbip ot ths board, the B.·I.8 • 

• -Inot Uaied aines 1944 a:tl1 director. ot thes. Dlitiou.Ut1e•• and 1t'hu • 

1AaJrted in the publ1abed. list of' director. the toll.ow1.Dc .ta~.nt 1Jh1oh pre­
.I . . ' . 

1RmIi'bl.y renect. ita point at Tina' "1t.h regard to the Geru..n and JaP,lll.~" 

"b!erahip at the board, the 1ep.l COUequeDa.8 1rl.1.Dg traa the situation at 

I
the date at this report re..1n to be detend.Ded..­

.. ' 

'.\. ' 

... .i?:.' ..... t:. i. ~~;'~at_~~~.~.~ ~.I.I~>~ .• ::" .•...:,:, .. 
:. ··'·;::'~'::'·::-'·:.I-' :. 8tat8Mnt 2,..1Ib1ah-la &r:r'I1DpI1I1 &oocmIuoe nth tbe'preHllt ltatu.l .. i::",' '. ' 

" ' .• -;...;:});:.~.~.,~':' .,'''' ·.. r··~ "I~ • ~ ...... ,.I'~' '.</ t~i~'~'''''' _.. <;.. -.~ ............ Ct: ........ ~ .... ~~.............-~ .. , •••• , ... , •• '";; ........ '~"<;' ., ­

··J::;1~~.~~~)Z~~~~:~·c~~~iii=;n;;r;"l~~iP ~.~.~;.~'~':~' '... 
;:·~l~;.;. . !Ji~:e~1~ft~~~'~J.tt~1t~t~~!~!~;~~·a.~[~ 

,; ?:, ~~::V~:~l:~~~'ll"f'tr:;;(!;!·:'~~)f..HI.. \';:••'i'i'~;rI..r~~t'g.:~1'~.':' \: 12~.o,' .,a.. ;':: = 
·.:.,~~~t·~·.~:~~~ .. :~;~'~,;l·:"~.;.. ~:·. !·'::'·$"'i,~;l'f';~'~·'~;;~7·.4l·· .. :·,J:.,:.,\. ' • ...t,' ,

.' . ;" (tirjt colwm) 'iUldof 'their present O'IlIlerlUp (as est.1ated 111 accordanoe with 

the jjntoratlon aY&1lable to u.a»)/ 

'''.... 

I
I Since all sbares are votiq abare. aDd since the power to vote tb.8a 

is re:t&1ned by the central ba.nk at the oountry in which the shares were 'qrlg1nall-1' 

1a~ (J..rticle 15 of the Statute.), colwm one of' the table .han alaothe cl1JJ­
. I 

tribdlon at the wting powers. 

I . The stateMnt Itself 18 lelf-expl.anatory except with regard tot..., 
i . 

rather a1aor points. The shares originaJ.l:y sub.lcribed and held at. pre.eDt 1:11' 

I 
jJ Ib.1l.e t.b.e intor..UoD on onerab.1p dates troa 1940 or earUer, 1 t 1s· 

beliered to be appro::1a.te1y aceu.rate since It is lln l1ke]s' that there baft beeD 
&nT substant1&l trt.nsterl at lbares between countries mca 1940, &rid INch 
t.ranu:fars were not frequent even betore that t1M. .l re.1ch1&l. (1ta VII), .bow­
ing the atrIler:Jhip at present u:.n.Imown. to us, ls given at the bottoa of the state­
I18'1\t. 

, . '. ',.:, ;.'. 
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. T . . ' . 
• '''''''''.'. ,1 .... , .•. _ .. 

DATI:..•. _. 

SUDJEC4":_.• 

p"E;Ca",,_ "".a.n va. ."... ~ 

01' N£WYORIC 

••; ... I· _.. ... _-, -:-----.. ----.~...-~- ..... -'....~ '-'---':.":" .. 
D111U11& .., 11T8D as & ...parate it. UDder , becau.., boa t.h.e po1llt ot ~ ot· ". 

f . '.

the P'oreiP 1'uD:i. CODtrol. Ngqlat101l1l, the statu ot n.1'.~g aD! ot Pcl.aD4, 01' 
I· . 

wb.1ah Dan, 18 now a pa:r\, are DOt 14nt.1oal. '1 oClllplex lapl 11:"UOll bU
I' . 

obt1.ou.ol;r :ar1a8n, siDce the Baak ot .Du*1c ... D.8'ftr l.e~ d.Ullol..nd 1v' t.he 
I '. . 
I " 

QerMJI aut.bor1t.1e. att.er the oOGUpl.t1aa.,ot the !'ree C1V ot Dan"I, aDd. moe,
I ~'. . ..... '.' ,'. 

, , , , . , . 
of OOlU'8.~ Poland hu 1Il DO ..,. J'eooeatabUahecl the pNW.r reliM ot Dansico ' 

HI< 
1IAl• .o.n I 

I 

I . ';.'.; , ' .. 

i.... ~~. ~~c S~tes;.~~isb1a, L&~, ami ~t.tnW.ia) whioh..n. .' 
..~i .. ., .... t., • . " .. ": .,' ,.......',. . . :".' .,:,.,.' .. ', . . ",.' '.,·::..~·.. A: 
orRU,e.~, ...t.he._B.I.S., :1Il:pg:rlRlUoeotita ...n.rauty po11oy,·hU·... : .. 
-. . .. f; ..",~.:: :~..... <' 7:! '.........~::~:.;,;.:.,:~~~ : .;., .... ~,~ '''' ". -;:-;­~::.::..~: . .;;....~. :_.........# 'I'. T. ,::. "':~.:.~;,. !," ~~.. :.: .• :~,..." 

ot:1~;~~~t:rl:~ ~bi,,'b~:·'''1,,,, ',' ..... ' . " ; 

.h•. ",r,'."', .• · 

~-.... ,. 

i 

I
i 
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I • 
~ . CswpoPiilgp 0' tho Boird of Dingtgn M or. Do_bet 1946­

pinotor 

Lord o..tto at C&1:r'tlcatto CeMroD t. Cob'bolABtmk at IDgland 
.....m..lloaiok 10fIJ1 BalemBaDk ot Franc, P•.stoppaD1 .I.u1g:1. !!1rsau4iBUk or I~ 'BUbert &Bo1aDXlIat10aal Buk or Belc1W1 buri" here 


I 

2. JppOipt.td. D1rectonl 

!I J.ppoiDted by the 

GOftr!lor of 


Bank of.!~.ftd Sir otto li••eyer 
, ' ...1'" ,'_ BalIk' or' .-Fru:~~ '.. ~" ~ ". BaroD Briacarc!tt . . ..' . ' .. 
'. 

• 

. .~.:'.',~,::;:;,:' :. ";.,,,;::,~..:,_:::,~~,,,.~'. ::.uiiU!6 ·~•.VosU+ ' .. ' .... ,;. '. 
-., "',. .... ..,~:..., ... Dr. Do_to ·••ldOh.l'· .:!'..\-.; .. :; 

!a..t.,~~~~~!j!~f;~"~'~"'~~"!IIA-,:~::,"";!~~:,~~~~>~'{~¥i,::{;2t~~\j,:;,~,~:.; ..-; 

Dr. U. W. Holtrople4erlaDdache BaDk 
IV1LI' RoathSver1gea R1ksbaDk 
Ernst WeberRational Bank of Swit:erla:Dd 

• Appointed directors at the ia.ce'Pticm ot the B.I.S. 1ft 19.30. 
I 
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• 	 'SUbloript1on yd Oupr.h1p ae SMu, of the B.I,'S, 
. D7 crauP" or oOtllltzoie.. ill aooorduoe wi th . 
the pre.ent ItiLtus or roreip l'Imd. Coatrol ­

la. or 	Share. '0. of 	Sbarcl.

• Od,be"7 Per Oeat low 01ra.4 Per Cnt 
8!tblcribt4 o( :total (EltiMW} pr 'Ptal. 

19,'772 9.9 19,102 9.9 
l.9.770 	 19.770id." 	 .2a!i

'fotal 39,542 19.8 )9,572 . 19,8 

4,000 2.0 4,000 2.0 

Litbua.rda 
TUgoslaTi& 1.·000 

. 	 'fatal 5,100 
Total A, anti B .36,872 18.4 37,OU 

C!rt1'iPl~12D Rtggt4Yre II~~ 
~shed [gr g~d lallSa 

.lutr!a 1.,000 2.0 4,000 2.0 
eelgiua and Lux_bourg 19,772 9.9 27 ,987 14.0 
Ca.ohoslovakia ' 1.,000 2.0 1.,000 2.0 ..... ; .. ' 

De~k 4,000 2.0 1.,000 2.0 
HDland 4,000 2.0 5,000 2.5 
Jt'r~ae 19,772 9.9 19,569 9.8

IGreece 4,000 2.0 4,000 2.0 
Jl'eiherlaN1s 4,000 2.0 5,500 2.8 
Plor.ay 4,000 2.0 4,000 2.0 
Poland 4,000 2.0 4,000 2.0,.48,S.itserland 4·000 -It..Q. 	 ...ad

! Total 75,544 37.8 87,544 c"' .43.9 
.' "J • 
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1o. at Sharel 
Orlpnal.l.J" 

I COAta' Sgb;cribtcl. 

I ' 

Y. CgIpletolY llpblqqkeci CoaDtrietl 

n. 

m. 

AllaD.1a 
DIU!, 

Total 

bittel' Statt' tpd PNW Jium. 

I 

,11111ted. Stat.el 19,770 
Un!ted liDgdOli l'1n TI2 

. . Total 39, 542 
I . ' . 

,."po, (Preset cnrnerab.1p 
iUDlmo1m)
:. 

, 

.J• . 

per CeDi 
or tottJ. 

.2 

...l..a.!l " 2.2 

9.9 
...i&.i 
19.8 

­- " ',' 
l00~O 

10. ,of Shareo 
ROW Owud 
(ley-ted) 

2,839 
2Q,m 
22,911 

", ",' 

Pur Cent 
ot ToW 

.2 
~ 
1.4 

1.4 
1&.& 
11.4 

'.­

. ';' 

'.' . 
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i 
0i"CE iC9RRESPONDENCE 

, . 

TO__ 
Mr. 

I 
SproulI.. :;UBJECT: 

DATt. Febl'Wlry 14, 191.7. 

GoTernor Frere' 8 Letter of 

FROM 
I 
, 

C•..Ernest tloore JamUU7 lJ. - B.I~S.Unblock1ng. 
~--:....-~:-.:-- ... _. 

:opio~ to !es~rs. Knok~ and Bael,e• 
. ! .x ~ ft::. C.:l 

i . ~ 

!. .. Atii. • c!rdlt. or • repl¥ to Governor Pre",'. l.tter to 7'JU .• 

ot JfOuar;y 13. I bavo had to delay this draf't until I 'could find an oppor... 
I 	 . 

~i~ to look into the hiab17 complicated tree:ins regulntions which ftffect 
I 	 . 
I 

the 	B. I. S., I!U1d in t.lte constant stream of other rush matters it hnn been 
I 

d.1.tr~cult to do this. H01l'eTer, I han Just learned trolll 'IIr. Norman Davis. 
:'. . . '. 	 • ."" '~ ~,' .~. ,'/d,-' ", 

. ·deTeio'{JIDeD.t 1I'hich·:~iimill{.s, IUlQ i.., fftr.t tltni....,.t'~·. thlll "hol,. ."""'bl"",:.:.. :~.:'.;~:'·;{":": .• 
I :.. : ... ~~.: ~. ",'> :~'.~:c-:'} ,:~;~;': .-:.• :...": :<.~ .. ~. ~"" ". . ...<.. ..... ,,,:,: .,:- :,'. ..~~t ':':J.~:::.:;'< 
...~.........~ .... lie,. a:ttei::.ta..l.lc:1ri:g:With .s: 'TreDStlr7'official, -that a .set ·ot. a.mend-· . ''''.:''~\ 

';~·~~~~~('m:t,;,i:: :.: ';'! ,,;"~"~ ~~~:':..:~~ ~.~~~:~~;J7 ~f.~;~~~::~'~'~~~-: ~ :. !' -~~~ ..--:.. _.• ~.:::~. ~ ~.~ ·~>r,~.~ ~~i;:' ~.~; '/~ :~: ~~~ , 
.... 	 "&iiBflitti ,.rece•.{.;been .1JOrke.d out,~<:\~' ."' ;'~111"weeb,·.·~~~jf~~~~~tt~~~~l."!fbich W1l1 autoJllflticilly . . 

·""'f~ ..:. I.. "' .' '. , .. ',' 
Etnt!tle the B. I. s. to opeD a tree dollar account. for new !unds Illld trfLDs­
~. ------.......... . 

!l'!tilons, ~hUe its C1"..is~e ...<!~g.lY:..Il.~.sets (and the income t.:lerefrom) rlU ..- 1--'-. .. .. '........ .... ".-......-..-.".-.-~---.,. 
continue to be blocked. nus is cert.n1nl.,y a logical deTelopr.1ent, confirming 
-'~.------
~!::te 	 jOPinion which I had alread,r formed that there should be no real dUr1cult.)' 

!.!l drr311E;:tng for such Q free account, similar to what has already bean done 
I 

ill so~e other cases. 
i 	 . . I The intere::lt in and decree of control of the B. I. S. by tormer· .. 

ene~ count:-ies or their naticm.a1s was fu.l.l:r tree.ted in a met:lor.mdum which I 
I 	 I 

wroie on Aptil._10, 1946, since when there has beon little chanGe. A COPT of
I ----- ­

that memorandum is attached. Such supplementary in£armt\tiOD DS has since 
1 

become available to us wID be presented in D few daY's bT Yr~ Kriz in the 
I 	 . ..

form of two memoranda which he is writing (one of them based on the confiden­
i 
I 

tial B'. I. S•.report OD its wartime activities, recently' received tram 
. I 	 . 

/Kr.lllcKitt.'"'iCk, the othAr betn"g a revision of a 1940 memorandum writ~e~ bT: 

205725 
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Febl"Wlry 14,1947. 

~. assets held in this countr,r can be released, now that 

in back of us nnd so l:1Uch procrC8:J h..'l:J been inedo 

in ife freeinc of other dollar assets l':'hich "ere block~d durtne th8 

war. I four suggestion of a tree dollA.r account S06ms to me n reason-
I 

Ilbl"ione "hlch c1Cht well receivQ seriau:::; conjtdero.tlon in r.llshingt.on, 

I 
pendlng tho ult1cat.e release ot existing B. I. S. dollar a!lsots. These 

I 
t..::-.~, ! h3.:::;ton to s.dd, onl]' rr;T' per::on.s.l \""!.cws, and it remins to be seen,· 

jUfI', how lIIUch can be accomplished alonG thesa line::, but th~ra soums 

I 
tl') bu bToU!'ln for hoping tho.~ sO:le so:-t of solu tion could be worked ~.~.~.:'.: 

Looking fo%"t":'&rd to seeing you and ~!r. Auboin sOlne time next
i 
I 

I 

I o.m, 'lith kindest regards,
mon~h, 

I 
Sinccrolj yours, 

AJ..ls.n Sproul, 
Presidont. 
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RESEARCH MEMORANDUM 
.-Y/7' tJ , "'/1 

To Date _ februarY 6, 11)47. 

• 
~.'From II...... &:riz, Fo",ign RUoarcb D1"~ Subject Roeumpt1on of tJlo V.IInt1ncs 

of the Doard ot Dll'(f(;tortl ot t.ni') 
.' .Baalc for International Scttlcmentl'l 

Copies To Mean: SF , Ro'lUlda J lH1H".e, blee, Rowse, Sanford, Overby,• L 
JIoore, .tang, ROiel.l, 0' F.l.aherty.. m.oom!'1eld, Garvy) andI Webber, acd )lt8e Burnett. 

",,'T" ." 

'l'bp. bOD.rd or direct-onl or tbe Ba.nk ror International S~.~tlel!J'9nt3' 

_~ on DIIcflabor 9, l~ arior an interval of Clore tWJ.u: Six yea...-s •. ·!b!e ~ 

1. rna meet1ngo or t.he boB.l"C! of directarn or tb& BoI-S, arc being 

regular17 reSUJlled, the oert one btn.Dg .cb.ed~ed tor th1.a ~onth. 

onl,y ~he' follo..inJ; rat.her frA~eDt.ary l.1l.flJr.:...'\tion .1.3 ip my PC')8::;'~ssiC!I: 

& 111c bon~ of Ci~"lCtcrn I by • unani:nr;ua 70t..~, approvQc ~',: Tt.(lr:l9.::l 

1/ Thone pr;t90nt ai. the Liocelllber me" t.i ng vere ..he !ollOW'ing: ' ;:;.r-T.raurica 
F:"ert'''7 Go"1tlTUCr 01' the.Bank of 3elgiUZl;.Dr ~. W., Hol~rop, Governor althA 
2$1'\lc or l!olland; Yr· IT::r P.ootll. Governor or the lIttional .Bo.nh: or Sweden; 
Senator L. E1:..;.uQj, .. Oovernor or tho .Bank of Italy.; .:r.. E., Weber. GO'7eroor ot 
the 1',.t1.01131 3an.~ or Sa'1 tzllrl:!.nd; Sir Ot.to lliell'loyer .....J.t.ernQtc rur f..l\.c Oovarnar 
Ill' tho B2.uk of EnglAncL Other:. present Yere: Yr, Orat'f'tt Sr:\l..~h)".Chici:' of 
tho E.x.c1::a.nGe Depoar""o...1Lont or t..~e &.a.r1k. of Sagland j Ur.. Jean Bolgert I ' ,alternate 
to. tb.e Oovernor t Imd Chief ot the Excba.nge Department. of the BAnk or ii'l:-anee j 

')1:- Hl.lbo~t .In::siau%, of the B.ank n~ .901t;iu:t,: Profe:J5c:" P. St..oppani. a! the 
'1.•••,~, '. f 1+"':: R'O-....~~~:..~.H~:Il''t~ t ~ :.h... :'.;:.:-t:'" (,( -;;"':111""': Y.tl!"1l1ir, d~, VO'!UA. of' 

., i..' ; • .1" ...... .... . . . : ", ' .. :..c:.,' ~!l" t..,.,,,1. 
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I 

l~ repar~ a::J the 8.. I ,:i operAtions during '..he m: r3~rt:i, :10~~'\Ier. 

':ibe ... cot ;:g:'oscnt. at. the lIMtet1 ng. ... ~lellrac of t:or.!9'at!.u.a":.1o"" Wll.:J :'rWi~'­ ..' 

• m1tted to him b7 C'(l1l'e...-nor Frere 1rt:.Ue be ..at> ou the tl.i.(.~ eea.!' ilin l'OUtl/: 1.0 

• 
,t"
-,'b.. 'I'bft repart referred to abo" iJI aA1d to eooa1at ot twn pRrta} 

~ : .the ,r1r:st, sec::t1CD beina devotoed t.o tb IS b:mk CIS opt>rut.i. em,:, on rcpA1"&tiOll8 


&CCOUIlt t'ollc:.1ng the F1r:Jt. World War, t.hLo ~ocol\(l de.\ll1J..g ?lth t.M harS la 

••f,. '" 

, -' 

':.' . 

.. 
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,COR:R'ESPONCEI\fCE 

SU8Jf:CT. :The S(JViE::t :Unlon and the Il8nk.JTO-I5,~4.-- .. _______... . .- --- ..... -_._-'-',- '.- --_....._­
~!l' A. K.r!~ 	 tor Intarno.tiunal. Settloll1Onto 

rp.,!:)II.. I . ------.-. -	 --'- _. -_.- .,' .. 

I 	 c?rlen to Messrs. Roelse,Sanford (Lane, O'Fl:1.hcrt;,·, and webber), O\"crby~ and 
.i ' Moore (Ro%ell). 

i ld UJ' the centr,ll 

.).0:::0 or.ncd b"; thl" Heichsbank." 

0. Th~ Bnn:~ ror Intel"Mt!.orol Settlementll' I,;old rC!l~rvoo nnd lt5I 
I 
I 

:!.nv~st:ucnts 1."'l Gcr.!J!l.:;Y \'ill1 oocome "in the netl.!· futuro" 0. subject of tlelibcrn­

i 
t!.tlO:J ~t";CC~1 the "fii;;: Fonr," ::;0 that the V.S.::;.::. ha;::; ~Utib to concern 1t.:>olr 

I 
I 

w1 til 	the problc:n of the 3.!.S. 

I ";ilC' ·lIv:!.!"iou::: a~eu:>11tiono" 3f:T\in::;t the P..e.nk for Intc~t·t~~ 

~(;ttl""mEmt!!, ~ncl\ldin'" thOll(" by "the nntlone.l:'! ;:If' thn tr.s.s.n. lI , nn to itn 

....l-t. :..." ., u: +:u"'c ~ • n i ,?oli.zic.::; "!i(:Cll to h:!vo • ...tl.~.:..::;hcd ~ " :;:n thi3 conn::ctii:.n t 

~I: ~:~:~~:: :~.:r:~~ ~roQ the re?ort is of ?a!·tictUa: intel"c~t: 
I 

...... 
", " 
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I 

'IooJ____._•••__...... _ .• __________ •• _ • 
. ---- ...-- ,..----_. " .. _.__ . 

QM.;......_._.______..._ ....._______ . "'I- -~- - ." - .. ----. -..... --_.. ­' 

"Hf"re ! n i3ascl the record or' ths.t Bank unci~r its American 
President and st::l...ff wn:1 r.encrRlly knofm in' bRnidOf: circles, 
also th~t ever", l:r.Ipo-:-t!lnt officer of that inr.tituiion. 'I':"l'.:l 

intent 0:'\ interllutlolJ.ltl Jiork :md coop-:-rntion, incluclinr. the 
(;cr1.'1£\:'\ Govcrnr.acntt:: ropr~:.ent:lt1vc hero durinh the W.:l.r, 
thr.: lnte :.ir. :'U111 nechlnr. The latt.er VI;.!). often !lent. toI .. 
DerEn llno:"e bu rOll-"ht. i'1·C'.la.idont~c:~!.ttl'ic~'s t.a.ttles to 
11 su.cccosful conclusioll. 'l'ltis 1m::; We'll known to the 
inlti:lted hore. ' In any cuoc; ...he:'! tho!)u intE:re~ted were 
nblc to :n!or= thc~r ~over~ent~ of the facts, the various 
accusations again::lt the I3nnk "ould ::ceu to have vallished. 

, A.cong these 11:lly be included the national!'! 6f the U.S.S.R. 
~'. :. ;:. ",';'... The ~tter, it ul'l?ears,' 'always' shor.ed cr81lt interect in ".A': '.' 
.~~.,\.~:-..r~.?~~·~he ]ank'.!;~ctivi~1es 'and 8:ellled e~ to, ~.c:?~~~ ,th.~ .. )~.~: _::;::;:":" ;.:.:. . ... 
. -. . ., _,. .....StJl.t~lN'Ints which were mru:J.e. .. ........ , .'" ..... " ..,,:.. ..':. ':'" • / .1.\ .••.•: .........__ .• _. ~ 

*;',:~.' :;,~:.., ..- ~-.:"..,~;~: :'; :.-; .:.~-,,,:~~~':'-.' . ~~~·';>~:.:·'~':'~··"~:~·;~';"!n!t.::~.. ·!'t.'\"":-': 
~ .~::...~~..;..:. . "'th;:--ADi~;r~eoiisQl' 'g~ri~i=e:l;:'yY'U8~' 

P..ttt9f i' "~'M""'~""'''r>t!*: ·''''"'\1\7tic"--.:,···,,,,,,,.. t~'.\ ~.'r,t.... ~I"' ...·f ' 
: ... '.~ •. :- .. '~"., • :1~" .,~.~."'t~'.:~~.~ Ito ::.~. ~~,\ v~ .. ;",,, " , 

ror.~the. \To:-ld Ban!~t th='our.:h 
!n:'e!'r.:.t!cn.'!i Settletl-;;nts~ It is n:"rucci he;c 

if it will pro\'c u::le:ul to rct.'\tn n l"~or!:an.i.z.eu Dank ·fur 
!nterntltionnl SctUc::.cnts at 3n:;el r.s c. c::mt~_c't for Vtlrious 
Iirett::m i.coUs ':n:::ti tut~ ons !.n Europe, t :ton there is nloo 
ever:l' reason tl') st'!-enehthen th.'1.t !)tlr • .',,:.:1 . 

._...,'. , 

.. 

. . 
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JWfQUB' DIS' Jtml'.&MI1S .~lI~TIOlf"uX 

i 
 (Bank tor IDt.emittSoIlDlSettlo...ent.e)•

p 

,1 I 

~h" COflOlTl Mnnnl!ur 	 BasIc, HovO'.nbor 22., iq~.
1 

I .
I .. 

""'ti!'. ~c.urie~rroro, . 
(iov'lmor of tho P;4J\que Hc.ti:·mnl~ cie BclClquA~ 
Druanob. I" . 

if,Ie'jr Sir: 	I 

i 

I prllJ"\J'od th1c: ,,·:ck Ule 8upplttl:l(1nt to the Repol·t of t.he mllnnr;e­

:;.r.'It, to tl.b lJo'll'tl or T>! r.,,! 1",rll c(\v':ri.ni" tho ;, ..,., no frt:'11i OctoMr 1, 191.5 to 

IIt"I'·d.flr ;0, lW.G. 	 ---_.......-... ~.-- ......... - .........._.. . ..... - ­

.~ ••-_._--.--.-	 *y 

fn rfJrf!rrll1t; to th81:luLnRl:port (Iihtt:d October 1, 1945), or -:-hlr.h 

wo &:I:nt 11 cop:; to UcKlttr.1ck nt the Cl~LU;o in London, IlS we h.:.d c.grced, it bAs 

occurred to me tilflt you 1II1;;ht r.,mlnd SlcKlttr.1ck thnt this report could be or 


.t, aBs1eta.nce to us 'in giving r.aabtnston a ta.ir idof1or our (tcUY!Uel 
:~~~:.~:~;<:·~·~::~:;i:<? .. ~ ..,..-.-.,!.., . 

,,:.;.:.;:~'~.~~.i~!.:::-:,.2: 

to . 
11, 1"1.0, to,OOO kllor,rtIJIIs ". . ,OCO kilo~8

r"r the c0rttr:\l r.~nks durin,; tho nubs&quud, a.onths of 1940. S1mllnrly, in 

!,"-rn~::'rh 24, the trw1:.fcr in dollars to UIE' Un! ted St.'i'U·s (II' 1'.11 the dopodts 

or tho BQlIGuc :btion:tle de Yur.Oi1r~v1u nn t.he v,,:ry d!l.:: of thc G~r'~ invndon.


I . 
,..8 it is v.;:ry unlll:ely thr.t Mr. r:'Ucene M('Ydr will rend the entire 

rr'pol-t, I ;t:ea~v\t thr\t 11' McK:!..ttrick _onld be ::;0 LCO') ::.c to show him thQse 
'P,:t:-:::..cos or rer..1nd him thti.t "0 nt..fecuul"ded in full all the Czechosloytkit.n ."ld 

I 	 ' 
in ttxiptenfo l1t tho out~rc,Uc of the Will" find n!l thn gold of the JhlUc countries, 
lor t.~e J'U:rpo~o or deliYf·rine to the ri~htrul o':'.'H:~rfi "hen thft border:t hr.ve been 
u,·f!.nl tel~ detarmlnoc, ti.i::: ::llf,ht induccMr. ::"ut;,.:ue ~~r::'~r to h'~ve 0\11" )·· .. pt)rt 
.:;~dled l.r,f! one of his pc::rst:n:.l nG::iot;.n"':.: '~nd ::Ilr:ht d'lC' h:'ra r,n OY.~~t:'t ld~!1 of 
'the p~.rt !:In·lp.o l'Iv us durS.r••~ tho r.:.:r.'1'· . . 

On the o~Qr hand, do )'ou not believo th:.t it miCht be ndvi::r.b1e th:J.t 
fl.t the tinle de~mE:d proper this r'!port be brc~;;ht in en ar-:,roprl:ite form to tne 
~nnnlc:dre 1('):.' tnt; Fedorf,l, 111th(I~r,h it· !~ not ::-e,rerentcd :·.t t:-:c prcFlcnt time on 
r.ur l''..':::'d iOf Dlroct(lrs ? 

iThose thouChta occurred to me aft'.l'r your dept.::-ture, but I 1r.lI1ted to 
GU~·a.1t the:! t:) ::cu before :.rc·u Gee ~cKittrick c.gdn in :enu:scls. At any rnte 
I CJIl hnv~e Il oecona cop:.. or the Re?Qrt in ulGl.i.aia S611t to IIcXlttrlclt in L::=don. 

Fritnru.u.y yours;I 
R. Aubnln

I 

I 

I 
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I 

< ........ . 

"r:OCRAL HI!BCRYC DANK 
I 	 '-011' NeW VORl( 

~~CE CO_RESPONDENCE 

. . 
.Jr~i rnol:o LiquldutlOD' or tho Ikulk. for. 

'.' 

o. 	!mOISt Uooro IntemaUoDa1Sott.l.aeuta. _. ___ 

..",• 
I 

I 
I 

I all in bA:lic tlC1'ooccnt wl th your momorandulII ot Soptc:sbor 30 to the 
I . . . .... 


n.1n;;, uutllnlnr. tho r"lI$Ilrks flhlch you Mdt! t.n Sttnr~t.llry Snyder eonceminf: 


,"arly l1(!uJrlntton ot Vln b. I. S. The' only colllr.lOnta that occu.rto %0 c.re tJ:e 

fo1low!ni'l'i 

. (1) 1n your p!.l.rltl:n..!,·h nl1:lborf'f1 ~, tlhlL~he8t. j,...,c1" 11 pooslb17 too 

eulocbtle.1 I th.1nJc it would be wer to .~7 that the B., I. oS. ~ '1ntormt.1Cm" ,', ' 
,~ '... J ~., • !' ':. ;', .'_ .: ,' ••,~"'. '.', :,1 :' '" ....,.... ~~ ~':i;~':' . 

rv;LCIII".LD·at'a:. high'.)ovei. . >B~:.I.·' _.'.' ........ 
..,<" ... ,.... ..:.,.t:'.~·~::.",:.~.:"''''' "",~,",.,." .. ,) ': " 	 . 

.J*··.~.·~n, :l~lf: ;;¥#,_,o#""... : I,.,.::····· ••_ ,'.-............... In', ,-.......
•.. ~l" ...... .. _ ("oJI' w" _ 


I 


... '.\0. •• I.,..... "t' " r .,,,,,,, •. ~ :v :"~!i: :,:,,:·.nd~r-t! r."(:'-Jnt:"'l~.. :~·) •..;.. j. .. I ... ' 

ch U:lI! C~· -:')·..:.r II~" 

rp.f'~J.~:J~P. I.:~~ ~:-.! r~ t.
to in ·...hieh Hr.'J;,ot.tlon i::: t.t> tAke Ll:aec. '1":-.e !lri't.ton 

I ------~ 


I 


',t,OdA !"A:!Il!.Ut!O:'l '.'t';1 -:-"':-tl.'nl., in th'" Tront: .:Jf'lH~. I '!r.nno~ u-"ld~r~;tr.:ltl ~':'h:r 
1 	 • 

;"."':-:: n,,'" "'!'i:"!:.~: ;Jr int.·":":'I·.t.J on·.. l colltll."O:-:.d.tcm 1.1.8 :.~ ;.!.r.rt O".lt b/ c'''9t.ine; slurs 

•• ,..., r .... __ ... !t"•.,..,r ..... '..........t..t .. - ~ ...- .. 1 l' t ....... " 4'''' . t •• t' ' -~ t~•.1 _., d. ':'.........,rJ ...... ~ ... II .... '":.1"'..:1 vu ._c IO!'" ....."8 \o,;.e n~" orJ:.:lI'l..= .on a~"" .\0 

• 0 I',

<10. 

. 

..t~;olp. \:1l~:~rVly.tnl· O~· l:I~"!"nr.t!t,)!\~l cl)Otp"rnt~on. :a l:: not the p~deec::sor orpni­

" 	 ­I 

~tJOfrl ~~'i'!hl d"!.i'!'r·11) ~"'n:rur(f !#.It. tl-.e f;ov"'rn.!:'.f!ntM una t.t.. .. ~'!'t,)rl'!'~ '!:h? =-:e :'~ilcd 

.";'J"." ¥ I
I 

-. ..""'....-.. J ~ 'i'i:e pro~r uy to r::-ocecd, if th~ B. I. S. ro.as......................... • ~le..1\ or-"- t -r "i"ns 

• 

!o be 11rulCA~, 18 to do so 1ft acU""'oant.8.c:t :inC. 
self. ~ I '".,..... . 
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';' '.' 	 , . ,,. .. ~., '" ".. \;. 
"" 	CW HEW Y(Httf,. ",,~ 

; } 	 ... ( .. i'; 

* 	 0 Septe.ber 30, 1946,'"T r::, ""_"' ,.,. , '., ,. 

SUBJECT; Ll~UIDATION OF THE BANK FOR 
,'. L. • W. KNOKE 
"HOM 	 INTF.RNATlot:AL SF.TTLEIIEHTS.. 

Secretary Snyder had ~sked me, through Mr. Overby, to see 

, him Cindlnform ,him how I felt about the early liquidation of the 
.,' .' .' ',' . ,.,.j. 	 , ' 

Bank tor International,Sett1ements.,ID,rq:converaatlon.today, I 
<." .. 

advised him astollo".: 
',', .. 

1•. The ultllD8tetate ot B.l.S. had pretty well been determined b7: 
, 	 . ' 

:Bretton' Woods legislation. It would seem c11ttlculttorB.1.5. 

,,:10ng to survive the bitter assaults made upol(lt' at Bretton Woods •., 

'~2.:'AcCor4ingil~' l1quldatlob'was' ' . ,t~,II,.,:'~:L:",~:,i.>.,'..·<;:~::;:'·:~;:>~: .
'. ' " ..:...;......,,:...,;:' .. ".,,;.... ':. . .... . .::,'~:.~.~~~:.:~;~\:~'~~.;;~~..:~.' ......>:':'>:. . 	 ,0;. 

world, i:scluding East~'U'n Europe, 

was unque5tll)ned. At thls ti:ne and for SOf.1'! tim'! to cODe, B.t.S. 

nnturally would. continue better equipped for this task than the 

Fund or the Bank. 
I . 	 I 4. The Bretton Woods resolution only reco~~~nded l1quldatlonat 

th~ e3rli~st possib19 moo~nt. 

5. 	This mOCl'!tnt, it s4'Jt:lIDed to me, hod hardly arrived yet. Wisdom 

"ould seem to dicta toe thh t (ti) the best u!;e be ml:tde of B. t.6. 

durinc the '!tarlier stages of building up the Bank Hnc Fund; 

(b) 	one await the develop~ent or Bank and Fund before finally 

doin~ away with B.I.S. 

6. 	These arguments w'!re doubly valid (a) in the abseneeof need 

tor haste; (b) in view of the fact that ins1stence on early 

000000143 
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•• 	",', " ,": • ',' • • <,,' 

I 	
,'A ~ Sept••ber, '0., 1946I 	 ,D TL....,~-.'c-"'-,-,,---, ....~ .._ , 

I ' 	 . , 

:'''' !'. It. KNOKE, 
I 

I 


t • ., 

-2­
i
I 	

' 
1iquidatlon lIIi£bt pro •• a source ot trict10D with other,I ' , 	 ' , 
eO'le'1'_ents boldlng to 8d1tterent be1i.t.'1'b.18 would Dot 


be wdrth the candle. 

I 	 . 

7. 	I w0¥1d say nothing of the ,technical aspect or .arlr liquida­

tionIwhich wa. complicated and might render earlractiOO., 


d1tticult 1t other countries elected to ins1st on the lit.ral
! 	 . . .. ,:,.... 
! 

205734 
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I 

!, 01' NEW YOHK 

~FJCE CORRESPONDENCE 

DArt: Aup8t 30, 1946. 

SUIlJ(:cr L1qu..t.dat.t.on of the 8. I. 8.T-, I Ir. Onrbr " 
r:"~,.,~ '0. Imea t Moore.. I Coplotl ,'o to leuIra. IDote and &e18••I 

I 
I .£9.111:211.11A.I& 
I 

:·..terr1al to ~ 5.Dqu1z'J' tbnNch 1Ir...., 'I _ CNtUD'n, belowI 
what ..... to _tho_It. .uq,ortlUlt. pro- azul oOu aD. the qu.aUoD of 1IbetMr

I 
t.bI'o S~.I. 8••brJuld be lJ.qu1dated 111 the near tuture. 

I tbt Prpt
:: ':: ..... ," 

,.: ",':"-"I' 

, ...loDa.. to ... that. this rellOluticm 1:1 ta.1~ carrl.ed out. 

2. '!'he 8. I. ~. '::'::%J 'Wli!a;: AUB contrOl. duri.Dg co!>t or the 1IIU' t 
\period, nince t.b....xb (;.~(;....:~-' "J_. '-;-'·;':..orlc,;; "I!'td d~t.cd \'he £".)vel"'nlHDts 

cd central blLnke of COUDt:.I.es OIl!1!.nC perhaps a~ Dcb as 80 per cent of the 

3. I. s. ta ~1tal.:ltoclt. It has been charged and it is ridel;r boUeved t..'la!. 

pld wh1ch CsecboalAnlJda held under -.man: with the B. L S. 1I1th the 


ut_t. or u. J.D_.. it 1a 'olog1cal that ~ B. I. ::. IIbDuJd 1IO.UfJJr the OGIItr 
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:, C;WFICE: CORRESPONDENCE 

" ..• ~ I 
. " i·' . Due _Jup.t. lO, 19-"•. . 

'., ..'rd~ lIr. IOnrbJ. '.. . Stloker :L1Api1dauaia ":Of the J. I. 8. 

FUQM _ .

• 
~.. ot ita~. aaii.aD. and ~c1e•• 

,. !be B. I. 1. __ toUnded. aD. .s..tu_ prlu1ple. wb1cb ha.. eJ.zlM 

bela thoroaahl, d1IIoNdJ.Wa the 1I&1Ilt.aaa. ot t.be &Old .taodard, and tbt 
I . . 
~..a. ot a.tnJ. bultt trail SO'"l"DIIIODt 1Dtl.»iDce. It. wau1d bo a pro-I . 
tauDd error to acmt1mla aD laBtltut.lon wblab -'-YOnd to put IlUch prlDc1ple.

I . . . 
1atopracu.o.. '.' . . ..•..... '. '. .., .' '.' .. '.... '.-. ,. .. . .',".·'1 .'.': ...' ~tC;'.14 -.~ IJtiIIldJ.S,io 

, ....., . ~ 

co rurthor Deed tor the B. I. s. 

I S. U the B. I. 8 • ...,. to be cont1Jmed AD a 80lIla ocacet'D. ltD j 

~cloa II.Dd operat1ala IfDUld be JJU..N to CODfi1.ct at 80M po1JltD w.lth those l 
I . . . J 

ot tba 1forlc1 PaD4 ad 8I.Dk, which IIVUld· th:ws be htDdered. ill the IJDccosatul. •
I . 

DDCUt1cA or t.ho d1t£1cul.t. taaka t.he7 h.... to pertom. CoDtllIuaaco ot the ! 
I i 

B. ~. s. sight even iDdDce 8CIIlO COUDt.rle., whicb would otherwise Jo1D the 
I . 

Ptmd and DIUIk to Ota7 out. an.:! !~w.. policios ot which the P'uD4 and Buat 
1 . \ 

would Dot app.Ofe. 

I , 
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QjRICE. CORRESPONDENCE 

• OA TEo Aupot 30, 1946. 

SUDJECT Lt,quidaUoo ot the B. I., s. 

-3­

The Cop, 

1•. 'lbeBrettce ~ re80luUon on th.lJ.qu1dat.1on ot the B. I. s. 

u not MD.dato.".. It 1. aerel7 a reo~andat1oD to tM respeotin ~ta, 

adopted at a ctGDt.•rcoe the dtloldAm. of 'wb10h, 'm .rr..u.t looIne1t'. 110m, 
.... DOt to be b1DdSDS .oither IIO~ or leaall7 _ the Clcmn.'Dlla.ta rep:.. 

..W, IMt..w. be ntel'NCl to tbe n.,eot1,...aow.m..Dte tor lIdOpt1cm 01' 

\ 

B. I. 8.1 

-!be Coat.nae. wishes to rea.t:t1.nl the ~ 
Uoa.e of preri.OU8 conrenmcea with roprd to the u-t 
ut.U1ty ot clo.e and ccattnuouo cO-OpenLUon between 
Cent......:l BILDka. the BIUlk tor Intoraatic:mal Settl__ta 
.1hoald play an 1ncreaa1.a.gq iIIport.ant part DOt. oal7 bJ 
ias'l"O'riDB CQIltact htt also as _ 1natnuaeat tor CC 011 

actio:!:l.­

.. .. .. 
... " t.1t IIYj.". W lU"ri~ at; an agreed 1:1t...ol'­

protation of tho data reveel1.::l, the taD4ency ot devalop­
1leAt.s in genu..·.;;..:. :.... ·~';'\,L"': l\:'Uvit.,y, and an agreed poliq, 
Ceo1tral Be.:nka should~ .. t4get..u.r cou~, each 
CeDt.re.l. .Bank in case or d.1tterence 01' op1D.1OD., act..1.Dr on 
its OllD judpt'l1t of the· situation. '1be Bank tor In~ 
nat.iooal Set.Ueenta constitutes an essential &gene)" tor 
Central I!8:l.k action designed to ba.nDoD.1.econnJ.ct.1.ng 
Yin'S and tor joint coo.sultat.1.oll. Thi. instnDaent should. 
ccatlmle to.be e.plo184, as tar a. possible, tor the 
rea11 sation of the principles set forth in t!:e present 
note.. It ahcNld. CCID~ e:aD1n e the appllcat.1.aD or 
.tbe. pr1zud.p1erl,: ot~ the,.mrkJDg ot the £Old. st.ialdard and 
, imicJi'8IICh·tlDcw'1eaUt.irD8tbereO£: .. ~.~ prow ,..4ea.i..rabi1e. • 
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-ct, ;";" 

,:,~ J FpOM• 
.", r-: 

. , 

r 
! 

rat it .... been Dt.r1.Ctly nwt.ral ~t the 1IIILI'.'I'be, -am'A1 report. tor 

the J'Mr ID4ed. Iarob 31, 1940, ccmta1Jled the tollowiDa state..DtI ' " I , "q/:';: ,', , ' ' "~I . 

,: ::" ':tiI'!bII,,BIIIAt,,lor :m1.01"DAto1OD1.,J,.;"8ettl__1",III1.1D'ta:.t,1utI;Jl1all*la 
.~#t:,.;'.~,'::.. ~'~~ 1;"''',',';1';-....:w~.:;i,;l~ 

nUe! t.'::.a lAlci Qosn nre t.ha t the bank woul.d abata1D: (1) trca errr tnn... 
I ' 
~oUoD which would have the ruwlt. of c:&rrJ1Dg out d.1rectl7 or 1Dd1rect.1.7 tor 
j 

the &CCCNDt. at the CIII1t.ral bank or oUlor insUtut.1oD of' a bell.1germt oountr,r 
I 'i ti.DADc1&l operaUon aD tho ..not or in tho CI.l.n"'II:nC1' c.t &DO tiMtr coantr,' wiUa 

1rh1oh t.be t01"l!er 'l\I!&D in a .tate of war; (2) rro. d1spos1nc of ita usets on 
i • . 
tbo -.rtcet or a boll1cereot counU7 f'or the purpo3e of' MHng or tacll1tat1Dc 

I 
I 

In the 19.40-41 report" the t.nk's neutral po1!cioonre re1terate41 

II"fbe BImlt "'lUI ad!1cred. to the principles or IIGl"UpU.oua 
neutrlLl1ty wh1ch it1a1d down tor itself' 1D the 8IltuID 
ot 1939. CCD.f'~ ita. activities atrict17 to tnn... 
act.1Gu·WbeftbitJ#a:'~~t1ozl am pOsBibl,y ~ or ' ) . 
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~, 

.. It. 

", O. !most bre 

Ja U" .mm,pl report.s and. pubUc otateMDts, tM B. I. S. al-i•• 

"'.e ... t'I........ _.I, 

I 
I ' 

TICE CORRESPONDENCE 
I -', ' 

I' 
1Ir. 'Oftrb7 
I 

I 

~ paJ'llllllt to or aD bebal.1' ':': ~ IO!1Otiwr 
I 

i
~J() troll !':.old.1Dg in l' ~ ',.r::: :-.'.... 
: 

.. 
. '.l:".io.~~·· 

~Ec"iRAt.;~"E811:AYE e""'1(
01': NEW YORK 

.,(~. ' 

... ' 

OAtC ,jqIot ,,0,.1946. 

5IJhJt:CT ~u. or tile B•..1.,8• 

\ 

....o:.J.."ltr;;y with 1Ih1cl::. the !'onacr as at 
, 

;•. r --"":e ac~.:"\.!: c! th. centnl baak 01' 

205'738 
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.. _,: .. '''':'! ,: ::; ... ..,......,........... FItDP'''A~·:1ftt9i:AVil: a.HIC···· 

. OJIP·HEW YORKI 
ClfICE" CORRESPONDENCE , 

~." . , . 
".' . 

, . 
DATe· Juaut )0,.1946. 

'.' 
. SUBJECT. LS.qu1dat1cxl of the B •. I. 8. 

FRO~ _.__. .: O. Bru.t .... 0_ 

~ 
I 

I 
I 

, -.ter.r1D8 eocmodo or. ftuDcd.&l a4ftatsp. em urr 
1MJ..U.ceret D&t.f.aD to tbII cletrlMDt ot ""7 other. 

.. ~nr, DO operatiem" are carried out wh10h II1gbt 
. cl1..netJ.r or lad1reetl.r run OOUDter to the _.tA.r7 
. poUq or. the eeDtftl buk lD tho OOWltry OCIDC.l"Ded 

or 1D. praotice COIl.t1tute • clrcw:mmtl00 ot the l"£Ill 
., p1"O't'1l1cma p:mmdD.g th. dllpoaal. ot· the CUl"lWlq or 

that OCJUDt.r:r. IIbaD the III.nk baa be_ taoe4 111th oppoD­
iDe ala'M to tbe .........ta, 1t haa bee caretul to 
....". th. hpJ. qIl••t.1au iIlftl:ncl, baT.t.Dc obta1D.ed,
ill ... SU"'I, ~ .t.rca. ___ladlDt 
Am'IaP........ Sa .... 

quellee dur1J:a& tho are 'lbe BIu:Ik'. 19~ nport states, -!he «Z'tAmalem of 

the area or the ....... and the 1Dt.ens1tlcat1arl ot l'iDaAc1.al ud ecoaado artare 

(Dot 18et in the Ur:l1tecl State.) baTe led to a .fUrther dec] tDe in the YOl.uDe 

or tbe BIraltt 8 opera.t1.c::ID.B. the total turDanr be1n£. 1D 1'&ot, leas thaD cm_ 

b&l.C ot the figure reacbecl 1D. the prerl.oua t1.DaDo1al ;par.­ !he 1942-43 

roport MDt.1.cI:la • turther d.ecl1D. by one-th.1.rcl in the total tumover, the 

1943-044 report S&TS 1;!!.... t. the tu.nlover deellned 111 tbat )'Mr b7 Dearly &DOther 

tb1rcl, I.Dd. tile 19~ report speaIt.w ot & ".:.....:.·ter decline. ­ Instead or 
boUding up Ita lDves1aeDt.8 lD or ala1M OIl GerID:a;J, the B. I. S. !"IIduced the 

ftl.ue ot i te CieJ:'maD ..sete dur1ng the ar b7 applJiDg 1D. redu.ctioD. tbereo1' 

the d1vJdead=- pay:.ble on B. I. S. shares o_eel by GenIaD;y. The buk also 

a.rnmged with Gel'llllD7 to ~7 to it 1D gol.d the interest OB.1":led 011 ita Ger.tu1 
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..·.e,• .•.....,...., . .." 
F&nrRAL ftESERYC " 

0'" NeW '10"'" 

CWF1CE CORRESPONDENCE 

Dl\tI Augu.. t)O, 1946 • 
• 

To 1Ir•.OnrbT SUBJeCT "Lt.qu1dat.101D ot the B. I. S. 

FRO'"' _ O. lnae.t Uoore.,., 
.. 

" 

.laaol"\'l1ac to our iDtorut1aD, t.IMJ B. I. 8. ~ ot .t.bo CMGb 

p1d .. ..u 18 obocl1eooe to proper~ auta.at.1oaW l:A8t.Jouot.icma ot the 

a.er ot the eoJ,d,. tho laUmal lfIIDk ot Cucboaloftlda, ad aal7 att.r the 

B. I. 8. had ooa..uted nth the 8r1t1:sh 04. french autborltt.es &8 to 'llbethe!" 

tbero ft" 1epl £l"CNDda (noh as aD maUDe or prosPeot1:n state ot 1IILl") 
. , .'.' ' . 

tor 1"Otu1Dc to ac:aplJ' 11'1tb the ord.er.·udbad. bem told tben .... 'DCJIIe. . .... 
, ~. . 

, l.eut) ~~.loaated 1a 1.atJa.!'0Il at." _ 
, " ••: ••:.:..... \"'.": •• ~.. , ...: .. ',,:,~': • .' .:, ••• ,:'.~ •.'-: ••* ~ ": .... of'" : ~, 

pre_tid t,be·.G.alL19111"Y,. " ..' , . 

ot the ar doe. DOt n.c••~ 1IDU that the ..,.,tea cOJ'l'08pOIId tng to tho.. 

abarea oould be CODtrolled. by the A:I:1a. In the t1r:.t place, B. I. S. :sba.re­

bolder.' Met.1nl:s durbg the -.: _ere con.t1ned. to the lIO:Jt :routine u.tt.ers, . 

su.ab a.lS &pFrorlDt: the umUAl acCOWl ts and tho aud!tors' rvrort. arA relieving 

the 4irectors o! .respoIIsli.;.Ultj fo:: the year's O;'61'11.tiOllS. SeeoDdl:r, vo~, 

_d alIIoat. er.atL.-el)" by proxies plac.cl in tho hr:L:lds of '-he tank's president. or . 

cbair.n. ":"obVe\,.1.n tb.c ca.ao o! eount..""iea such &8 Ho1"tnl,Y and Poland,for 

wblch there AS lID ~:.-.. .::..natitut.1C111 11'1tb1.n the coa::a:tr,r and • refugee 

1a.aUtutiOID outai4e the COUDtr7. both de1aiDI to be the c-.tral buk, the 

L I. 8. did. not. choo.. between t.'le two, accord.1Dc to our 1nto~t.ioD. but. 

'-'-m ceted 1Dtorat1.cm and ornc1al. docuaeota abc-.1t alarebol.dere l _tiDp
' 

\ 

",
,~

. 
\ 

': .~ . 

• 


.' 
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I 
~rCECO,RRESPONOENCE 

rEOCRAL RESERVE BANK 
0,.. NEW YORK 

;, . .~~ 
. ,~. . 

, : . ' ~:.: . ", . ,DAn, Aupst 3O._.~946. 

SUDJt:t:;T Llqu1datioe of tM B. I. S. 

,,': 

W8 18, tNe &180 in OGIIDtrle. where ,.,.. or aU ot the aba:rell are owned bJ' 

prJ._te inn.tora. !taaa, Wbatftoer IIUIlber ot ,hares ongfDa117 subeorlbed,lD 
' .. ,,' 

other 'OOUIltries the lui IlUtboriti•• or banka a1ght aoquJ..re, theT could DeftI' 

YOi.' d~t.t,. IIIOl"8 t.bu the %'1,1'72 shares orl.dM1l7 181U8d. 111 ~, Autr1a, 
. . :. . 

.ad ..,Il,. J'epreHDt.lDc le•• tbu 14 per ccmtot the total ot B. I. S. oharea. 

. .., -
i _.t. to r:a.rrr aut the curt &o.d. pereapto17 reooDtIIDdat1aD. adopted at the 

~ ..... 
I 

BntttoB 1foocla cOD1'ereDce. Ualo•• the aerican CoYel"lUMllt le lD ,P08Be8aiOD 

ot lDccmt.n:rrertlhl.e trf'1dcce ot the B. I. S.'. gullt, ta1n... wou.ld 8... to 

clea&D.d UlIlt the B. I. S. should not be required. to lJ..quJ.d&te without & be8.r1D.c 
.. ••• • po ',. __ • • _., .,.~" , •• ,.---•• ~ ........ ~ •••••~.. ••••• .'...... - ....... 

of 80M sort. !be cbartor W1d statute: or the B. I. S., as wall &s the COD­

iYGDt10D which it Gigneid. with the S1riaa Govom:ont =.nd th~ trust agreeant which 

lit eat.erocl into '.a!. t!1 t.h~ J.,;')'Ja1"D.&4U\t..J ,,"i...h 11'81"'8 repa.raUClD, creditors, contained 

d.etaUed. proY1.siona for :.:::~. .;. :.'~ 1(..',. "! ":'I:". of dis;:altea botlr8e:l the B. I. S. and. 

e:JXrlDtore8teci cetral bank. or gove:rnJl8l1t, t.hou6h anl.7 nth respect to the 

linterprotat.1oo or appUcatJ.cm of the ~r, .tatuto_, CCIlventioD, t.rw:It 
i . 

,agre..t, aDd. lew PlaD (l.e., the tiDal. version of the Young Plan a8 uaended 

lat the Bagu.e). "!'hese provis1ODS Right, bo1nnntr, be nzt='ned. Yitl1 a view, to 
i 

:1clet.eftdA1DB whe~~ ~. ~~ ~Ueed in tJle pr8MDt lDstmce. Jao~GJ' 
;lpouibUit.J,,~.ht.t.;(rcter:;:th@I.olM'~ A£I'1nBt the B. L S. to the 

I 
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,.......... 
 ~EDERAL RCSE~VE BANK


I 01' NEW VOAI( 


:'ICE CORRESPONDENCE 

. I : . . . . 
OA TI': Aqut.)0,19046.

, ,,... 
'. '. 'no- '- I 

. • ,." ..vrOlI i •.' "" ~IJ!I JI " f Liquidat.1on 'ot the, ~a;', I'. s • 
I • ot !mo.t Ioore ' 

I 

I 
.. I, , ' ' 
latera.aUGU1 Court.ot; Jwst.!oe ot the UzUtocllat.loo8. lJ:ader the UD1tecl 'at1on. 
: I '. 
; , : .,' .' , . . 

c:a.rter, air orpoor·,p.o1&lJ.aed ...... of the 1ID1t1ld BatJ.oD. 1. _titled to 
,I ,I .' '''', .... , ',' ". ' , " 
alk t.be Cotart. tor ..:·addllOrj opbtOlll .aill.pl qr.ae.tloD8 ari.1q w1t.b.t.D the 
, I , ..;',>.' . . 
'lOpe ot thou .otldti•••• 

I'i. . ..,v u.tabD the pr1lloip1., UpoD 1Ib1ob the Be I. 8... 

-'I haft ~' tboN went the prinoiple. whioh nre:~9V~ reaDit­
. tliIii8....: t.be lOI.IDdeat. GUll, .. ft'ideDoecl u;r';:v. _nm_DtlJ~

"..'" : ' ..,..·"':l~ '" of "~' ~ " .~.lo.. "·_-,:~ 

I 
,.tatu~. ot tbc B. I. S. Had it DOt been tor the pollt1ca1 and occmora1c UD­

I 
oerta1ntiea which prevallecl tro. 19)1 to 1939 and tor the enDUing world ar,

I 
I 

it ...e... OprlOU8 that tho B. I. S. 1tseU would b.yo taken the nocessary step. 
I , 

to ..end tho baaio pr1Dc1ples ot ita atatutos. 
I 

1.. 'fbo D. I. S. bas pertorllOd ad can oont.1m1e to pertora the f'ollo..... 

I , 
I 

ins: u,aetuJJ function, r...!.ch the r.orld l"und and. BAnk are Dot in po::l t,1em to undeJ'l-
I 

talco I 

<a> Act.1n,g a8 a£8!lC7 and !.~l ;.... ;7.l~~ ':'.:-.. !"'"'!' !eclm1cal. col­
laborat1011 betlrOo:1 C8IltraJ. brcn. .. , a.... for uaaple 
in the COOl"'d..!DAtlcm of cred.1t pollcies, the 
staDda.rd1at1cm. of cold bandl1De; tel'llS a:u:l policies, 
fore1p ezchlD&e operat.1a:la, etc. !he B. I. s. 
1IOUld, .. be!ore the war., use as the priDo1p11l. 
cblumela or ita act1cm tbe .at.b.17'. Am"A) and. 
:Jpec1al. aeet1Dp at cetral. bank" ottic:aw, and the 
orpn1 zed exo.bI'ui. or data aDCl doc:naiGi.tat1c:e.. 

~ '. ~ 
, .;.' ',' t',,' 

. '. ~,; k:}l:,:: ~:.S~~ ~?:i'.:".tlf:i,~.;
""-""'fi'"r " 
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• 

P'lItllKfIIIfAL ....I..."fft.· BANI( 

::..Of" NEW YORK 
", f" 

.. ~: ··~i.~· 
YICE .CORRESPON~ENCE 

; :"~,, . 
1 . . 

. ... OYer'" .To. .. I . 
F,.OM .,.1. . O. Im••t Ioore .... "'" 

SIJUJCC T 

• I 
I 

'~, , 

(b)AoUDS 'UI depo.ltor,r tor tho £01"01812 ezchaqe hol.d.SDcll 
ot· ftI'1ou. oetnJ. bIID.b aDd IIIlUlB1DI the iDft.t:lillet 
at lNoh holdtnp 1ft 'll'D.riOU8 tore1sn Mrketll ill wah 
• ftT u to hoWtate Cud. not baIper) the andlt 
policies ot tho cont.ral bulks 1n .bone arketll tNt 
lavaataeat. are -.de. 

Ce) hUn.: 4;0 depoaitcr,y IU\d cleo.r1.n,c &pDt. tor the 
IDtematJ.onal Post&l Onion 111 the sett.l__t of 
postal tolagrapb tWl telephone bal.anoes due t:rc. 
0Il0 DAtiOD to aDOther. 

(t) .lctiDg ... depo81toJ'7 tOI' ftl"iOU8 1I1t.emat.10DAl oraa­
lzat..iol1a, 8".1ch as tt. lDtomatiooe ] tabor otEic. 
and the P.ed. cro••• wb.1ch have receipta azu:l d1a1:urae­
menta in a ,..,n.ety or c:urronclea. 

(g) kUng as trustee or .f1.:;cal a::Mt for int.emat1onal . 
loans :Np.h aD t;... !:u..08 It.4I.i loung Loans, the .IwIt.rJan 
Uovonament. IDterDAt1cms) Loan of 19.30, etc•• wb1ch 
.ere Ooated a:.."': L..·" ... : . '.' .. ·.."..cod 1JI a·1l1Diber or 
roraip:!. ::u.rkota. 

5. 'l'boro _,. be new tunct1.ons wb.1ch have g:ro'P.l or w1ll. dnvlop OGt 

ot ~ 8eocDd World war and 1Ihich t.be B. I. S. could ua~ pert'oza. 
I 

I For 1I1stance, all ot the 111ft' reparatlms ~bl.. ban DOt ;yet fGllDll 

• ~t1GD IID4 1t M:T yo t, rrove ci.41rable to ua1p 80M tlmct1GD 1D tb.1a . 

~.. to the 8.'1. S.·~'It. :btiU' that theabndoaMnt of the'idea at 
I .

JIIl1"8lI' t1Bac1al repmt.tiOll8 ill ta'l'OZ' of tho tl'l'ma.fer or pi:qB1cIl UMta· 

...,..J. .... to 0II1l. tor 1:oIW' MI'Y1oa of '. niMnoial iDJIt.11DttAa or tat 
I 
f 

r;.,!,;. ;,>';'" ". 
I 

I 

;,." : ...... ' 

000000153 
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FEOERAL RESERVE DANte 
OF' HltW YORte 

~.. : . . .'" 
.IM'r .au,u~30, 1946. 

. '.llI.i J' I ~tiO.D. ot"the B. I. 8 • 
. .' I 

8. I. S. t"e. CD the oiber baad, the nn type of r.paratiOD t.nnatera haa 
'. I. .. . . 

~brok~. ""iIlGe~, IIDd b alao lSoet.1:Dc w1t.b anere criUo!_ em 

tho psr~ or thoDe who tawr MlDta.1D1ng a sound 1Dduatr1al "CIDOIt7 ill GeZ'Mll1'. 

there 1~ .t1ll·a po.alb111t7, theretora, that the prel.t ..,.Ita or rep8fttJ.ou 
.......... : ' .. ". ..... :.. .
'.' 	 . 

M:J' es..,.. .,..to IJOMthS.Ilc 110ft neor17 re.-bUzac the World 1II.rIt.,pe ot:.: . . . 	 .I.. .. J.": ... ..... 
'. 	 nparatlou, ill wb10h 8ftDt the 8., I. 8. OIlpt to.a ..uleful 1Ilteraed1ary. 

· . .<, :.1 . . . .. . . ; ..~·:~t'i;: .' 'j/.>' :J';;:',' ',: .•. . '. . 
;.' ...,.......... .' : .....J. HOCIiDd' 	 '. the: 


. 	 : ~':., ,. ';':~ ,........,;.: . - , , . 


i eore CODftlUent, bI:lt poUticall1' le.. nbarrasaiDg, to haft u international 
I 

1Astl~t:1.OD act..1r1l; 1A this eapac1v than .to des1gnate private banks or 1Ad.1v1duala 
I 

in ~poc1tic couatrles. 
! 

I There would doubUe.a arise in tilt. i".1t:u...---e other tunOtiODs of a lid .... 


Co1laDOoUl character whicb col.Old best be perfomed by the B. I. S. In t.'da 

I 

I 


categol'71 of operationa by the ~. I. S. in ;...... Dl.st haTe bea, tor u:upl.••
I . 


OOU'fOldngI the international c,',os! t.tee ot' experts to conaidor the des1rab1llty 

I 

I 
of a postpanesent of Genraa:.zJ7 l a reparation payaenteJ AIUlU6l.l.7 .a.ppo1Dt1D.g the 

I 

I 	 't1llaellbera ot the 'butera- 1Dt.ematicmal stands coaitte. for Ge%'lllU17J 
i 

hancU.1Dg I the exchange ot cn:rrencies (£ro:rl francs 1Dto roichsclarks) after the 

I
Su.r pl.8~ICite, COIIpUiAg and d1stri~.lt1ne texts .11d translatiem3 of the 

nriOll8 t!l'n:I"T:~~I.1 foreign a:cblnge cO!1trol regt.uations, and or their lI01let&.r7, 

, 
". 
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"" ..C,' .........." .... , Ii
." ," f"f:OCnAL RES£RVE DANK. 
or N[W VORl(

t 
OFRCE'CORRES~ONDENCE 

OAT',• 
1r.,Onrb,r" ' 

1'0 sur'J' C1 ,L1quld&t1GD of the B. I. 8. 

,0. lnaeet Ifoore.• 
" 

' ". 

" 6., It uou1d be tAabDloal.q d1ttiCNl.t to 0&1"Z7 oa.t a prGept 1.iq1d.d&­

t.laa:ottb. B. I. 8. JrtS.o1e" of the Bukt••tataltAap!'O'l'1deau tollo... 

I)!he .BIuIk -T DOt be l.1q\&1dated a:aept b7 & 

tobrM-tou.rtb.a ~orS.V of the a..raJ. "'Uq. It. 01&11 
'DOt ill, ~ Gall. be ,11.qu1datec1 ,befon it baa dillObUpcl , 
all the OWcaUoIil wtdab. it baa &allUllld. UDder the Pl.IID•• 

·It'·~t '1Mt' tali 1GOuab' to'Uraip 'tGr·a>~"touribs ~or2:tT wt. of the 
. - " ,-.:, ,.'..: "\<' ' .. ':~'/':'.'/,--"> ""~:'~.;".'-:"::':', '::"·<~;~:>::·"':·:~:;;'~;:'~;,'~:.·:,:-j:~::~f~~:{~,>';':.':,'.:<. ":""::-' .:''.':-, ..< -', .:.' -.' .. 

,ot';'bU.t;lNoh a 'JOt. wora14, 

aball ca.rrr out the !unctiODS .ulp_ to 
, 1.t in the llaDa 

8. • • 8 

The In PlaD, however dead 1t. may be in ACtual practice, 1n 1egall.)r st.lll iD 

torce. Ibile it was DOIIiDall7 t.el'lliDa.ted. at. the Lauaa.ane Conferou.ce iD 1932, 

the Crecl1.tor Powera IlUead st that contereDce thD.t tbq would not. rat.11'1 the 

a!:aDdCIIIDMDt or the In Pl..u. UDleas and. unw, their w.r debt.e to the tJD1ted 

state. Go'f'81"Dll8Zlt are cancellr-. 1".,.118 al.l1ed war debta have not bee 
~ 

canceUed, nor bas t..,.. !:'..1r.htAl": ~I"I,"" been mad_to cencel thoa. It 18 verr 

v.:)I:P·~ ::.!~ 


questioaable whether ea.ougb votes can enr be S'JWO'"ed iD/to etUlce1 thee, ... 

8II..a.J .-hera at CoDgreoa wUl dcn1btleBI alW'8.,1s preter Dot to reline the 

debtor 8Oft1"DIl8Dts ot the -sUps.- ot detaul.t. Thus, the .... Plu U .... a OIl 

azul DA7 wll cant.1l:me to do 80 until 1988, the pr8sc:r1bed 7e&r 1"or' lts COIIplete 

taUll 'went. 
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:. ' .... ,..
"\ ,.'.; 

0,. NrtW YORK 

DATI 

~;uc .'! :''' . L1qu1.d&tion ot the B. I. B.

::J"'·~~ci. ~..t ........ 
-,
ooapUaat.lou. '. (l).&rt1ale 4, 1Ih1ch baa a '.'."ar t.eDor, 'cau.ot be ...4_ 1A 

tho' u~ .q·(i.e., 0Il.~ proposal bT & tw-tb1rde _30nt7or the loud IID4 & 
I :..' :., ,,'0: ....'. ~ . .'.. .' .... . .. . . .... '.,.. .... 

I aJoriV"'IO't4t or the "18 ] IMt1D&h it. ....4MDt would. requiJ-e, 1A i.d4lUaa., 

&, s.wt'~'la. 'suppi...uqtbe Bukts'c~ter, ad the s.1as Gonl'DHllt ohUpte4 

i 'U.selt, 1A ita OODftDtloIl with reapeot to the B. I. B., not to saDOt1oa ADT 

i uenc!aent to ArUcle 4 (ud certa1rl.other ,~o1tl~art1ale.) 'without the 
, .... . .;""' ..','.:.;: " '. 

. '. '. 

:". ':,' . ,",:, :' ..;''': , ",::: : 

specitiec1 arUcle. 

lDclu4e ArUcle 4 ADd S9. 

'!he governlMlDt. which entrusted the uacutiorl or the ... Plan to the 

B. 1. s. coald. pr....JM'Q4r appobt .aM other orpa.1at1oD a. the 1.'Utu.re apot 

tor the .... tunct.1aa.a ad. tl'lm.ater those tuDct10Da troa the B. 1. 8. to til. 

nn &g«:lq, but th1s would not do a_,.. with the B. 1. S. b ita web lION 

roal1st.1c capae1t7 0.1 a 3tOIlet&r7 and central benHng agenq, .-h1eh 15 wb:lt the 

beeause it would renect upon the a1.a.ceri:t7 and 1AteJrl,t7 or the Wor1cl J\md ad 

IaDk end or the &'OnlmatUlte which eC'!. .. ~iwt..a th_. IDatead of caatma b1..aM II:IId ' 

c11acncU.t upon _ 1D.at.1=t;.~:-:: vbleb 7""?T'C~tmted the t1rat. earnest et.tortto 

bJ:01.q &'bou.t rlDallctal c=pan.t1oQ between the nat.1aD.G, ud 'Ih1eh ranee! laraelT 
" ,

t'. .,', ",,' . 

~ ;'~.¥' \'~ ,:."1,;': 
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I"I'OEAAL ReSeRVE DANI( 

OF' New VORl<: 

OFFIC,. CORRESPONDENCE 
. ,.' 

,.
'.~ 

:1 
! 

':, . 
1 

..~ ,. 

.' 

I 
I

'bIGau.a tha PNI'a.a. tb........... wul4 DOt hHcllt.8 pl.... tor mtul trut 
I ' , 

u4 r••utuee, tba,.".,..u 8baUld DOW ond.1t, tha 10 I. 8. with 1. du, 

.~ 4en1op alo•• oaatuta 1I1th it, th:roa&b their raJpeOt1... oata1. bate, 
, ,I 

aa4 '.bDa14 1-..,. 1.t to tha I. I. 8. 1tae1t to decide whether a4 ft_ 1.t, IhcNl4 

~ta. 

, 

CIa'­
i 
I 
I 
I 
! 
I 

, I~' 

; 

.': ,:~ "', 

• 

~ ,: ' .. 
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• 

/' :. 
. J)ank. for InternatloivJl

J., .. ' ··88910 
I' .' . lIe·, :!8
j ~ . 

Settlements 

•• : Attention Mr. Ucf.1t.trlck 

., 

'-Ct ~6 
prh'atn r.~dn 

I 

'/ I 
I 

CAIlIA r:uv'.I?" 
I' 

.. ":1 ,,' ':' ,I . 
... t' ,~ ." ......~ It I. 

Federal Ro~erv~ Bonk ef New 

:: ! '­

,,,--.... ' ..... "'''''- ...,.__.... ...,-.......__.. ..................... 
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J 

'~~L~.. (C~?.Y,l'O~.. SANF~~) 
L. \I;. KNOKE 

5uaJECT: _OUR ACCOUNT \'1ITl!.:.~E BANK F'C!!! 
. . .,.­

. INTSRNATIONAL SETTL~~~TS----. -.. _... _­ - --:-­ , ", .. -. -' . 

.1 I mentioned to Mr. 

..It.: o..."fJJ.'.: '::./;.. ~'I ~ i,. 
(~...~ it"~SI ~7?,l;/~(.. 

Knapp this morning (and asked him 

to dass the inforll1ation on tc ~r. Szymczak) thnt we had 
Irecently discussed the m~tter of our account with the Bank 

ror International Settlet:lents. 'tie had coce to the con­

clUsion that in the light 'of the Bretton ~oods.agreement 
1 

. ctlfing for the liquidation of the S.!.S. and in view of
-' ­ ,.:,.~ .~ ,-~, . 

t!1::t the Alien Propert7 Custodian :Dl1a:ht .:: 
~. .. ." . . . '. 

I .' . 
elo e this account. 

I 
!!r.'~cKittrick Just berore he returned to Switzerland and 

I
':'/~re pla.nnin~ to inform our coard of' directors this n1'ter-

I 
nooh and then cnble to Bcsle. 

I 

I 

Lrr.:<:E-OC 
! 

", .. : 

000000159 



: ", 

.,~';i~1 
. "'~J---~. '~j ..:~;';; 
.•.' ," '.. ..,<t.
'.; " .. :;,:' 

" . "- .... 
. :'" .'~. ::. 

"~'" .~~ ":- --.----..-.---.~. 
o , 

... .,;... .. ,'\. 1.1 \t::"'o . 
I .1.,. '" \ •• I • 

!._ .• ,,:: _,: ," 
0 

' t.. ,.. !. (, .',. ~'. ': !~:..;:, '. . ~" 

I o .:·;::rb.e ....att:aehed is a copy of a letter "hieh I',· raeeived 
.. ,' '. 

from: Ih,;.MeKi ttr~.ekoDFebruary 26. 

"X'ilsked'Foreign .R~seareh to give me whatever.1.nforma~ 

tiOD .as.~vailabie on ;S:.I.S.'s·Italian portfolio;ln r.eply, I 

received ¥r •. swaberg'~ and ~r. Moore' s attaehedmemor~d~~f 
., " \ ' .. ' " 

March 2 •." •. ' 

letter? ,In ,view of the commotion this 

has cause.d at:th~<TreEt.sury for the last three' years :arid .the 
• 0 • • I .. 0 • 0 0 o. • . '. 

TreasUry's .steadfast refusal .to allow B.l.S.' t.o use ,its dolls.r 

funds .here. fo.r paymen:t· to tha Swiss· National :Sank 'in . settlement, 

I don't ·think I can afforu to say nothing. I .propos.e,· however, 
, '. .:. . ", .::? ' . : " 

instead'ol\:sendlng a copy ; simply to ,say to the, Tr~~.s~;y that, 
... 

according to a note WhiCh I received from Mr.'M~ittriek,B.I.S. 
has n~·w.,beeh able to discharge its oblieationas tha·.r.esult of 

some gold derived; fro~ the·B.t.S.'s I.talian·portfolio 'and that 
. '.' ' 

Mr •. !lcKlttrick adds that it is a great relief to him. to have . ,.," , 

this troublesome affair now out of the way ~d' tti'at 'he'hopes' the 
.. , 

,~Li. authori~~e~.:1,nVt'.ash1ngton will be gratified that th.ir wish to 
.' 

, >' . 
, " . 

•', l~':" .1,', .,.;. ,'t 

, .' , ....' .~ 

205750 

, -; 



,";' ...'. ,.. ,. :' " '," ".'.... 
.. ', 

.' .' ,.' 

'.,:IIi· ..,., 

,.." 

',~:, .', 

.:"'=" -.J, r -. . " 

Po.~PENCE ' " 
.. , ....',', 

, , ,',' 'lIar~h ..6;: 1945. 
OATE -:- ,..--', "<-,:',:.,~~;:;,-_ .. 

, I " . I " 

Hr.! Sproul 
" ::,-' " ;~'.; ", ":": ..'''' 

SUDJECT', " 

t'" d 

i, ' ••
L. w., Knoke' " .... 

, ," W.' ,,', 

I , I' . . , 

,< ..););c
h",e European ;ll"bi~i;tl~S se~tle<l with !uro.peanasse.ts: has 1:i

een 

g1'{en affect•. It 1s ·poss1ble (if not probable), 1n the light· 

, "", 
: •• <" 

of ipast experience, that the. 'rreasui7 w111 not be bas!rl'Ul~~\1t 
asking me for aeop)" or the letter, in which case I S,uppose'I'1 ' " , 

!, ' '" .. .,,' 

would have' to send one ~", 
I 

iI I ,.Quld, appreciate your advice in 
'':'.. ,,' ' , """ ' ,':,:', ... ':" , ': 

.... 
" " 

, . , '.~' . 

.. , 

," , , .. ' . ;,' 

.... ,.:, 

" . 

.. ': ; 

.~" ..... '.. 

.' '''': .; 

. " ...,' 

..', ' .. ' ." 
'.', ~. 



.';", I'" -~."". ~ _ .• 
" ,. < .,' 

" '. r ... 
t. : ' 

~" . .,(,. -

':, 
.. ,', ~;~ 

CORRESPONDENCE 
""" .. ' .. 

a.terriq'1;O·1r. aclittriCk'. letterot laal8Z7·i6.·,~. 'iUaber, 1s 

'.:v. . "" 
... . 

..uba1tt1Di~,:1oU· :t\dI'arteraooA a ~~ at8cmamg ~'liqU,~~;t1_ ot 

thl B~ I. ·s.,':ii-i'1an':porttollo:a4 cr1t1ais1ac theJOO1" JUjy~~{(~tbe
I .. 

i' '. ... '. .' .' " " . ~, - <:;.; ... ':: " 


B. IX~ S.· 1D acceptiDg .3 "aUl1oa' dollars ~ IOU t:raa a" ~t' ,wtdoh 1. 
i . " ,:-" ,:.. :' , . '," , '., '. . . '. '. ' . 

DDt .... reaogzda8d bTli.eutral Switserllnd. OIl the tu. otlt.1t,- certa1D17 

1* asth_'.~~/,j.::~'.."8. ~4la1d itself ...to 1oh~. ohafp~:~~,.•cc.pt1ng 
I . _. . ,_." . '. '. . " , . : '~: ~ .., : 

tahl:ted amq. ,It ,1. cW'ficu.l.t~ howner, to r8oaD.cU.e:8U.ahpOor ..,j~_t vitb 
. 	 j , " '.' ',"': '.. '-'.' '" ". , . : ..•. ,.",:<:,~". 
the great fiDazlc1al .ad 1Ii.tematiOllal ~.ri_c. at 1Ir. IICI1ttrlck., Ib1l.a I II' .' . . '. " . . ' ." .', 

ulut 18 a _l~toa~t to d8t_ t.lutl. I. L' aAiaIL. I_t.aral.l:7 

WVIlder it . there .CO\1.lcl . : not..... be eorae CirouastaA08. 
'" 

that are 1IDkncnm .. : -. . ·,to. u. For; ... ~ -.-. -	 , "~ ­

I . '. " . " .... " 
ODe t.IWag; :ther."·~. ,the 1-ait¥ which the B. Ie' 8. aJ0J"8- with'reaspect to ita, 

i .' .,. • ~ '. • " ....' 	 '. , ~-. .-:••.': "., 

. a'''et. 1:D'a~ti,8r:~taoaatr1.~. ltal7.- &IIOilg the' c~~e.~:~ch S11bl~ribedl 
I.. " '. '. '. " . '. . . ,... .'::." 

ati the Bagum.~·,1930. to ,&'8CODV'eDtioD respect1Dc t.he ..... tor lD.~rnat10Z181
'j ,':. . --'. : '. , ',' '.. "".,;,',; .. "';', " . , 

Seru-~ta· QClIIi.taiuing .:the toUcmng paragraph; 

1 , alO .• · " '~.' iIDk~ ,ita property ad. assete aDd aU.. _posi~' aDd 
, other.tuDela entru.sted to it sball be t ........ in t1Iu ot peace 

/ . , aud ii t1ae of Dr troll .,.. IlMnr8 -all as upl'o;Pr1at1aD.. 
I requ1a1t1OD.~.elnr.~ Ccmti8cation, prohlb1t1oa or nustrictlcm. 
I at plJIor eurrenC7· IIXpOrt or lIIport, u.cl 8D.7 other '.imlar , 

a••sur.s.•8 ; 	 '.,
i 

i 	 . . 
I Woader whether,' this .~8e would, b1Dd UT and all gov81'111UIIlW o,P81"&tiJac OB 

1,1hm territor;r•...Ialso .onder whether the B. I. S. -7: ~~.haft arran~ 
I . .'.. 	 .',.., , 

... the ltal 1iul' aurnmder ft8 iJIpeD.d1rI.g, to ban 8OIl8:Of' the. ,Ital1&1l ,014 , 
./! . '. .:".:"," .. :' ;" 	 " . '.,.' ':;::. ;::'~/ 

\ ~bcl a8 oollataral. tor ita Ital!1IIl m....taatll.U auoh.Wre .the caH, 
'" ';:',:·':"r /. '.: .:..... ' .' "', .. ' ,"' 	 . , ,; . , " . ," "" . 

. ~ .... :...'..,:-'-'-. ~'~, ...."\"-..........+. +.... 1I~ :r~ 8..... Mr.teotlJ' _t1tl.t. _ . 

. .I 	 .­

7j,fj~ I . ',:', ",' . .­

~~l.- ,r:tZ.;$:,,~ N~ 'N~~ Q~OILD lZ(;;p'8t/frwU~J 
~d't."l ., 

B,NO,~7l,..I' 'froollPt - () 0 [l'j 

13 ,.' J..S,·· 'tIul 't 4. -' ~/4 t'lrs­
"20·5752 

:c,~~ 
I . . - . " . 

.~, 	 " , 

-', , " ..
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;,' , 

, ','\ '. ~ 
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" .. 

FEDERAL ~ESERVE BANK
.' .... 

. ;,' ,: :OF NEW YORK.·· 
~ '. . ... : .. 

DATE 1Ial'OJi'2,' 1="='.-:::..___ 
ItA]1.. aoid" .iMtj,,;..;;:..~~:.-;:·%=_--.;S=..;:'_'-___

SU9JEC7 

." 

. ..' 
w1~.·tbe &014. :trOll tt.ltlt rep:rc!les. of the reime which ha,peed to 'be in ' 

i ' .' " '. :,' , '. ," , '. ". ';.,; '.:';<~ - " 

~r at the 'U:a•. and"regardless of' the twtst1cm of recognition by -o1;.her IOn1'!l­
1 . .... .... '. '. :;, ..... :; ..... ;,.; . 

lleats.... if gold _s DOt set asida as collateral, it is .Terr. probable thatI ....' .. , ... . . .. \..... . 

th.iltaU~ Gove~t~ given tb,e B. I. S~ • pld clause} 'i'~l1eve I 
.. ,,;' 

, '," ')" 
.~ ,,'rem~r that it ct1c1'~B tar back &S . the ear17 thirties. 

j • • ,;., .~~ " • • , 

I .~ do'not 'prettind to ~o.. an:pt.h1ng aboUt the lega1&SPec~s~ ..~r this. 
I • . I • .' . , .' 

situation, bt1t I· thought 10ll aight WBAt to COlLsider SOlIe of these possibilities.
I -.', '. . . . -•..... ' ' 

. '."'" 
". '.' 

I. 


I 


I 

~. ,~..: ".,~,:. 

" ',:. < , 

f. : ~.' 

! 
 ,.,:',., " 


I 
", .'',.,. ,'. ' 

, ,.L ,. 

, ,<: 

I 

I 
I, , .'0. 

",t", 

. 't 

. .'" :. ; ',: ~" ,:. 

. ""'",.... :: .,:., -' " 

. ~. ~. , ' 

F-rtt'.b· .... ~~.: :II)~.I\J : 1't.f::(..QfU;J J"rI/:&. nv~t"e1lL"~. :~ .:. 
~X , ...... '. '. , . 

. 131 f'Jl?~J\- ·T'··ff· po" t # DO l' S' 
,', .,('g'·fS ./qnl'fl{ - 3{foiCfr 

, .: 
, ~,.. ' ··ft.. ,~· 
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G"'- -: ~,,; ~."::.'.... -'7"'_",."",_ ...,-................ __ ... '.. ~ .... -.,;~ ..-- _ ....._- '7:"1. ..... ..... e " 

'r: I' ...l-·c", ''''0'''''''-- or~ ·1 .... 1-·· "0 - ... - .. ). 

, , 

.... , ••.0..1 • •,1 .... _,.::-._-::.. __ ... c._, "'~"" ... _....., .. _';"' ...... _ 

'I 	 e.''la. -;-;:::'3 :ub:;'!~u::!n-:~" C:Or.7':!:-~::l~ 1:l-:e :".. :Cl.i clZl.i:i, ::o":V' 
c.di·.·i!r:·~ . :::0~7 ,! !iJ:t r..:i-pr':," to ~::!1: ;;"e:: t:::..:!,:: 't!:ds 0 illi';:,-:i t 

';',:', c ... ,','""'''"has beep:,,~1.:1.eharG9:i.l : 
I • ,~l"'" . •• ;; 	 ._ '. ~ .' 

.."."," , 'j',:',"', a~c~ipt hero l:lst .1~;,il .of the 
• "I ' :', ..fron the '!l_I.S•. ':It:ili::m port!"ollo put t:':l~' quest:J.nn ',nT 

, 	 '.":'\;':;~'> <r "" :l!e!lts: in' ciritzar] ....i on ~ en'ti:e!j ne':7' btid,3 GoAJ~,,'Wl:I.u.u 
, :: <;...··~:;,:;'·.::L ", possi'blir,'to::' "" 't'e"~ ·:settie:enthore··(ji', 

~ ::.......;.~¥ ··~~....,.:'''f~··.1 ,J'."'_.i4.:..:; :.:..,:...... '. ":\: ..~ .....,... t .' ,.:. ~l':-- . 
.,/. "~,:' 	 ~ .~~~~~< ":~:..' ues ' t::Lcns ':18 ::"o'~:i.r'· !"::o.t; 
, ''''':''.r.:, , ,\i..~, '.'! ~"\", , ' , 


I" ' 


re~~~en.t. 

t~li"';:' ..... ; boo~""·""".t .. ,.. e....c ........ .1'0- t"''' a,' e' l~'v~-' OI.~· -0'1'" '....,:I.. 	 .~u ......", _"_\00 -r."&";4t.,,). - .... ~ '" ... - _.... .. ..... -w !l ':~ t -?,,,,.~r..4, 

theu~sho: ,of it all -:;:;.s jWs-: a.s ~~ ~! :7a.tio!l!l.15.:l.."l!: h:o.d;' ' 
pai:!~;':e 13-.:1.3 •. & cotl!:lission ot 1 ,Ie ~ to deliver eO,Id .. itJ. ' 
S-;ri t::er.2::::..t.:l' u::rte::.d of te'::' Yor!:. "'.:. 

,.': .,It is,; a e:e~: religf ~o·'::l.c tb.t t~:i::l tro';1:J~e­
:;C:le c..,rC;";l.'!' i3 ;to,::, out or tole -:-:.::;' :...":.::. I ~O!>C th,9 3.u~l:or::. t::.es 

'in :asni!l;;to!l ":7111 be ~ti!'iQ~ th:.-: ~:'',!ir ':fisil to l"-:lvcZuro­
,nean .l!.3.oilitie:i !lettleci -::ith::;rot)e~~3=et:l h::.s .'been·:::~Vifi!l 
~1'!'er:t'~' :." ,"<, 'j \ ' - ..., " ',:,::?:t.i~j~;r . 

, ,'I ho.v'l been hc:i!l'; .z.:'=o=tde3~er-ti!l~" .for 3. . 
chance to visit' A.tl~rica ae;z,inbut -::-.! r.ec3ssar:· occ:::I.:lion hils 
no~ ~r'!s'c!ltld itse,!!' 'The!"'l can be·::.o doubt th.:J.t for' the 
pr~sent I ~= ~Q~~ here, in h~l~in~ to~e~~ tho 8~ip, o,n &n 

. cve!lk~:cl w;.:u~ politic3.1 storms are l'a.eing in :£urope:,', '>:', 
\.....: \ ... " ~ best thoueh bel3.t::!d. -:rl.!1hes4;o 'you I1n:fyour 

, col1e~CJ.o:J, !'.or I! suce~::Js1'-.:l ar..:i j.,a,z:::::" !1cr.:" y'!~r. :?C'.rti~,-tt13:­
r!;:!ri~ "to "::r. '::,roul.• 

. \ 

. ,. 

'L'" '-' .•~", ..... ,..... "•.,. ..!lo.,...~, .", ~-;;,:.. t 

7ic:-?=~:ii~~t .o~ ~~~ 

;'tfu.~l':il,' ::'e se1'7~!!:.r'::':! of ::C~ "!or!:, 

:= e ~ Y o' 'r :', • 
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;'" ,.:'" 

status is with re~pect to B~ I. s. sbarehold1DlS. alsicall7,' how~r, I tbiDk 
", • " , •. " I. 

there 1s DO doubt'that the In York Sun's art1cle 1s correct•.· Tbe:situatloD 

i at·t,h" pre~Bn~, 1D~II!eD,t 1,15 aafollowsl .. .. ... ' 

.. ·'1,· The '~.' ~. ~. ·.~vot:1nc power~ of .b:1s or .Ax1~~~~~~lled, ~ountrie~ , : 
..... '. '-. t:~~ . .' .. . H ' • *.", ."" _. • "' .. ~. .,..' .' ". • • ~ '" : lL. ". ! ......: ! "> : . 

..-~.";:.-=,··::·~,,,,~, .. t" ..-o -.&. 't!!- !l'9G .·'."- "o"cwh!".'· -, ~ .. :":;'~:.:;:- .:' ­... .;.;.;',i •. . ~~. ::~:,~: .. ~ -. --, -_w·-'-L":;~;:~;~;~:~~i;~(;~"'~:~'·:·--" 

EBtOa.18.· 
Geman7(inc1uding ADatr1&) 
Groece' ' 
RI.m.ge.r.y 

. lapan . 
Ietherl8nds 
lorn7 . 
Poland" " 
YugoelaY1&, 

·:'·T~tal 

'4000' , , . 

4000
'~100 

23/772 . 
4,000' 
4,()(')O . . 

19,m;' .' .,< .' 
4,000: "i::.:,
4,0C!9 . '. 
4,000 . 
,4.000 

80,142.: ... 
.. ' 

"'" 

Allied 'or J.ili.ed-~~ntroUed countries -7 DO. vot.,. as' am1niJiwn~;:the following 

sbaresl 

. Countries 

Be1gitiE: and:I.1aem~g 
'1!'I1gl.JlDd 
haDe•. : 
Rumania' 
U.S. J..• 

Tcbl 

. tfwi1ber .of Shares·' 
'CPPtrolled . 

, 19,772'" ,\ 
., . 19~.T12 . 

'19,712: 
.' 4,000 

19'27.9. ". \' 
83,086" ...., 

•. -:. 

:' .. 

. ; , .;~ 

'r(Lfb, 'M1 
80'1-1 

~tJlf:k- t)0/7j'~, lVo~fi.:.I··r'f· 
'1.>/6/VJ­!3 f t -~ • . ~I'/ I 'I ~ 


J~4···· 




--

4:,,_ :t. '".' 

'CORRESpoNoENCE
I" :... ";"1 '.'.' .... ,' , . '. 	 DATE _~5ep~. 

• , ! u " " • . t r •• 


f-.JIr~ l'Aokf.:,:' .. , "-~.,',-, SUB.I!:C1" •• Stlt.tu8 or_B. I. S. Oontrol' ­

:;tf - ./ O.·ErneBt.~:::~:',·.:~·~ '-:Z•.' . 	 '- -' - ._- - . - -. "" 
•.,- I:' , ........... - ',' 


I .' .'" . ' ~ 	 ': ' • .:' 

Th....". of. the neutral cOIIDtrles 11.1'8 enUtled to YOte 8b&rea 8S t~lloW" ,,'.' ':, " , ...... . 
I' . 

, ',I < 

:" 	 '"Juaber of Sba:l'8s' •.~ .,(">. ',' 
Countrie! Coptrolled . ;' ' ...... - .. 

; .. 
I 	 !'1:Dl.aI::d* 4,000- _ : 

Slreden 4,000. ., .
Sw1tserland.' .' 	 .•'nQ2Q '''" .. 

, :'., .,' '~,,-' ," ' 

12,000 .. '. 

..... 

o • • 	 • • 

.!~~: .... 

" 	 . 

B. I. is. swes '1~:\1~'tA!dto Sq,142ahares" or 40.07·pe~ c.~t .or th~:' 200,900
! . . ... ,''' ", '. ' '. '. i· .•. :.·!..:';:::::.',:;;~. 

8hare~ outstandint~::;;ODJ.1 by add1J1gto these SO,142 sbaresaUl:ut(oiieN.9P:J¥he

i ". """" _.' . '., '"~" , .' _. -, . ~', '~" > '~:o;,:~,,·,,\.~/:.:·.
0, • 0 .' ... 

•mallest ot tbetoiir doubttul countries could ODe assume that Ge~ ,DOW" . I!' .... " , . . ,- .' '.' ": .":' 
, COD.~b more tbaii.~~per:cent or the total B. I. B.' shares•. I .. ~~ ~o~:. ~1Dk 

ODe ",ould be ~tecl .111 doiDg tb1e. In the case or ltaly,_ motit 'ot ,the . 
i " ' . " ,",' , '. .. . 

. countr;r, includiDc·the capital udthe head ottice of the central l:e,.nk, i. 
:. .;'. '. .:,.,... i. '..... .' " ". ' ... :.. ":... 
. DOW held by the All1e•• : In ·the ca... or I3Ul.p.rla, the ccnmtl'7 i8 pra~~ical.lT 
. .! ' ",' , " ,'. :" : ' 	 .,'. ,- ,t:." ~,:.','I -~, 	 : ,_::',. : 

ali associated natiODof theW1ee, siDeeit 18 arranciDc an ~tic!tw1th the 

Allll, and bas brok8l1 ~ Otf::rel&tioil. with Ge1"lllLD1'. '.' . .... . '.> .,::' '.' 
o 	 " I _ . 0 ••• ! '.:':_': ... '~:::,: .•• '. .' , ....... , ••• ~,: ... ·,,.,/</::111> '. 


*;"ilje,nd hi8ii1cned Ua.rm1st1ce, "iiihtiq with Russia. baa ceu"ts·.,d,· and ,G.~·+ ;,lI~'!~li ." ':' . 

. : jtroopa are ..schedal.ed to ,be out of l'DJ.ud by September lS• . ' ~. ",.:', " 

. : ''[1 ..... -:;',,..:'~,,~ ....;..-:-':.~'.:,~ . ':.~:~~~t~£,..;,:,:~::~.. ::~·~·#~,;~~:.~ ..~: . 

'1 - ... 


00000017.4','" . 
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.. DATE ~~~~)l;,: ~944._ .. , ' 
• boke, ____,~ _: _, ,_ "~ '.. SUBJCC':" __,s~~_ot_B;-_I~ ....S~:,;~~trol. _ 

I '--"""'-,

I 
,,0., , Ernest,.oore___ .FRO""",, 

-3­

, Bu.t it 'i.' bi~'dOllbttDl whether 'e'nll all ot the cenmtries listed 
I " ' ... , .': ',,' ,'," ',', , " , '", ' 

'abat'e :lfr .Ax1S,,;CDlltrolled are properlT clals1tied by 8U.ch & list. :1'Ugoslarla, 

I '" ~ ':, ' ." ',' 


tor 1Dstance, 11 in part oOCupied b7 Iugoslay patriots aDd possibly" by-Dow, 

Js~1ans, eDd it' is"reported that the puppet Croat ~t:bas';~e~~'~ver~"I ' "', ' ' , ' '.' , 
tbron udtb&t1t8 hea.d.has tallen into the buds, of~e pairt~ttlo', :~h 'the 

~ " " ,~ . ", . '~' '. ,;.,':'. '~~.. : ~J~~'~:~J"" .:; .. <".: .. ::•. >..... :. 
elise ot three ceiuni;ries: (areece, lorn)", aDd Poi.u.d) leg!.tilnate 'cCmtn,ll~ biinks ': :', ',',: " 

,~ , . . , . .. . . . ,. . .. 
- ; ..•. : ~\~.I- <4.-, 1',,' • '. • 

I ',' '," , ' 
trols a _jorityot·t.be Bo I. S. shares, regardless ~t ~bether :it ~ver did 

I ' 

1ri thepa~t.'.' . '. . , " ,,'.' 

I ' ,'W, 'ot 'the above rete~8 to voting eODtrol of the shit.r'e8 .. :::.~thOUgh ••
' ,'" ,",. " I , " : . " 

Mve DO recen.t 1ntOr..tiOD, ,it is probable that the percentageot .the "sbaro8 
I " ' 


o..med 111 .b:h.or A%1~ODti-olled countries is somewhat 'greaterthan,tne per-
I' ,," ,,,' :: :". .' ' ."., .':" ,: , . 
c"tage ot toW'yotes controlled, bu.t Dot enough so to change, the· ~sie 

situation. 
I, 
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. ,,'.... • r 

.ill]~:ipONDENCE 
" ".'."',' 

i DATI:·..,.-18,'1944e 
. I ·:"Il.If,_~·r . 

("\1Ir. ~. ..' '.. ean.t Statu of 8. I. I • 

. - IO. Ina.....t;;~· . . '.' 
). Cop!.efJ ~ ....... Iaob. Wjllt,." Boela (10....), ud8u.tcmt. :: 
/:. ; (~ at tbe.~.t. ot 1Ir. 1DoD) . . 

" I . . .' . '. 
II i.: ! III ....\u:u0l. paNS,.... sa the lid t., Po.n. ad •••~, tbe B. I. S. 

f.tSa ........ I;d"""MW -­ of Satftau, .UJd.·.., .." ,.... t ..... 

. l ...... ..lllelU.tt:rlok, .. ...s- cd.u.u., ~ ... oon....... ~dtll. 

'f: . 
i . 
I · ..;

r 
" 

I ! 
Ij
1 

1 
1. ; 

'. 
t 
f 

1 I . ,.
J...., ..~- ~ ",fBI wl......... 1ep.daUaa, ........ njIro...U.... '. 
'., I 

.....~ hlP ftDIaoe ..titer u.a4 • table wltll t.bdr otpNlte ..... fJ:aa 

~:~... pu1.lot.pa- Sa fI.''''~ dUtrlllDtiau. "'~~'~~aN 

of tile 
I 

ta1 • ..tU.. lIftt.ft11tT Sa IIUCth aoUYitU.. (2) tile dedJoald.llV, or 110\, of.bIrptaa
I . 

tIM 8.1. S. Sa abt.aM. ad (3) the lIN'" OOIltrol of tile B.; I. 8.
I . .' . 

latcnw.t.Ia _ the .. I. 8.' ClpDftu.aUoe the GIIII~ of the ...:wI 

000000181 

205758 



"" "" ........_',"".... 

I,'
, , 

, rr.I;':"AI. n£SCA\fC DA.NI( 
Or" NCW YO'U(" I " ".' , ' 

C10RRESPONDENCE 
I 

CAn: 1Ia7·18, 1944.,',I 
.... S~ ~;:, .. nh,. 1 CwTeat. statu., ot B. I. S~ 

O't'ft', DO ' or 
d.1reetl1 NIl eoaat.er to the ..et.&r7 poli01 or Ute _tnl. .... 
11:. the c.ouatrJ 00Il.,.!l'Hd or Sa pracUc. eoa8Utate a ,o1rcaat.. 
U. ot tbe lepl pronal.a conmlDc the' dUpo-.J. ot tbe eu.r­
r.o10r that co..trT. lib.. the Bak baa bMm taoed dtb. CfII-­
1Dc o]-s-. to the __ ....ta, it baa 'bHa -.reM to ....s.. 
the l.epl ...att.cae 1Dwlftd, ba'l'1Dc obta1Dect, 1D ... tub....,I 
lepl apSe'.- rr. Sad~t n:perta, ,aDCl Sa "",ot doa.bt 1t,

I bu adoptee! ~ eOUrM Ilf .~t.ioc CUlp_ to proteot the ftrl.ou 
1atereat.a lIl'101Yed.­

I , ' , 
, ••n-r I-DCMce 1.1 COIlt.a1Ded ill mbHqUecat. • "porto. ~be ,l941-.L2 report:.ad4l1

! v ~ , • ,F' .~. , 

II!tM eztcaloll or the arM ot tbe 11&1' aDd. tb. 1Ate:&la11'1cat.101l or t1DaDo1al. .... , i ' ' , ,'" 
~c artare (DOt lH8t 1D ~. UD.lted Stat.a) ban led too .. hrther c1eol..be 

I 
ta ItM 'ft1De ot the JII.Dk' a operat1oD., the total. turaoYer -w, ta tact, leu 

i' '. ' . . -, 

thu. _e-balt or t.be figure reached 1a the prerlou t1DaIlc1&l 'J'-.z',- 1IbJle tile 
I ,

lCJC.2-43 report 8I!tDtlGDa .. 1'Vtber clecl1De by ODe-th1rd 1il the total tD.moftr. 
" I ~,

I Aa .. nUlUlt ot ito .e1t~1Ppo.ecl :restrictions, the bulk'. l18..te aa4 
, ' 

I ' 
, , w'1dl1t1ea ban .--a1Ded almoat static at the extNMl.7 low l.ftel to wbloh tMJr 
,""i:;'''1 , ' 

',' IlIoCl taJJ.. bJ .ucu to 19»,
i' , 
I 

000000182 

205759 
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. 

I Of the ....rou t..JINt. or operat.1au lJl wtdch. the .. I. 8........ 4IIIr:I.ac 

t.blrtI.H, the to1.lolr1aa an .un pertoJ"llid 1a ... JIIBDr (tar tile __ part., 

COt<PESPONDCNCE 

..,U··;'l944.DAre. . .,. 

SUDJF.CT " ,.IDIIn-'ltatu of I. I. I •. 
O.InU'IooN 

-J­ .' 

....'11,
1911 

".,
34.1 .

'. .a'JG" :.> .. . . .;', .. ,,,. ,." .". " 

.' 0 

.r.. :to, 
.1'" 

!u aas,y • .ctoaJIi.,.. ~ opent.t.1.DD. (1Ib1cb a:re Ilner IIha'Ia 1D the .tate­
i 0 

I . 

I..t of COD41t1aG). .lcconUnc to the 19)9-.&0 annq.iIl report t.be total ot MnarUI 

!CO-'A h.ld • t th. I. I. S. tell traa' 90 at111. dollars aa ~ :n:~i.9J9, to· 0 

. i . 
jl4 eJ l1toa .. III.roA 11. 194U. 8.r III.rch 31. 1942, acccmll.ac w t,he·late.t .,.., 

'.~' 

'. t
'i' 

lreport, e&I'Mrk«l sold bad l'a.l.I.eD to ~ :.:';111CID ~r&I.. ' .. '~ 
I .. '. . o' 

I the et.qDat1GD ot the 'but'. bwd.a... s.. alJIO appLI'Ct 1D t.be ..... 

~,at..u. ot pzoofU...tac. the .....s., ot t.b.e -.r, wblcb bu SA ~t J"IIII.I'8 
I . . 
I . 
iIII4e 1t nec"M17 to ... .., t.be d1'1'1deGd reMrn .... ,ear aao pIW,.W tor 
I.' . 
.. tJret tiM tbe pa.,..t. or tJU tall 6 pi!' cat 4l~. 
I 

000000183 

·:205760 
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'"''''' , I Nt: NA llUNAL AHCHIVES 
I 

i 
(,;0.'< t«t:.::)P.ONOENCE

I . 

I 
Ir. IpI\WlI 
. O. 1nI••t looN 

, "~.I' '!II'~'. ..4............ ,..... ,. _ . 

Crarnat Statu ot i. I. 10 

~ '/i . . -4­ . . 
f . • 

. II , hd.UlOIIat, ..,. ­ "~Jeot to \be ~U_.. l"UtI'lOu.. lIbJob CNtlaU' 
I I ' . i ,

'tluaot.taU ta...m.aC.., bt"lprata (1) e1eut.ac.t ~ aal4 boJ"np 

.~ '-__ Jtnl 'bub. (2) whtnhwriq 4tJpo.lt. In wtCbt of 1014, throqb ,. 
. .' I .' ..... ... .' '.' ' I . . . 

1IIdob lnter'"4_tnl. tuJr t.nutl'" OWl be __• U) lDterDaU..l pO.tal ~, . 

ter" (4)' bolAS.....ita aDd pertol'llf.AjJ certa1a teobDtoal Mmoe. tor Sater­
~ I .:' 
Y I. . . 
MUoul ~le. nob .. thl W Cro.. ad po.J1bq tile I. L. O............ or 

II .. ' .', 
.. lIInku .tot.U.trutM 01' ..-' tOI' ........... ot.. laterMUODllr. ­

DI"MlI!:~"~ (ae-~"!-~.~. . ~.'.''11''..I'~ 
""-..',' .... ', 

. buaItI. 

'f.rpe. ot b.I,tne.. izl which the .. I. 8. tor.erl:r eoppcl a4 tlbleb aN 
, 

.; ... ~.teq~ tadDd.. (1) cl..oar1Dg ot repuatl.oll ad lilter-4ll.ttd 
, ,! .; 

i . ' 

i c1e'bt. ~"'i (2) Uldte4 .xe.....,.. c1.M.rI.Dc throqb ·CIIII_GY tnaater aeooaaUJ· 

1 '. (3' _~t, tbraac1a ...,1. oDd othenriM, ot n",. of m..8taa.ta rrc. 
,~. I . '. . .' 

oapltal-i1.ch to capltaJ..-poor cClllDtr1e. &IlCl rechoUaa ot hiP 1Jatereat ra'te.m 
i 

tile lat~J (4) eDC0V8gneDt, aSpuar17, or COD,ftra1OD of abort,....tem 1\mda·.iato 
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CO"i'" .."'I'O~OENCE 
OA 11:, I 


1Ir. SproUl Cvreat Statu' or ft. I. M,
" I 
: ~ 
G.' ..... 

" 

t. Moore 

I -So­
, 'li. 

~,; , ,.,' ' ., , ,', '..., " 

.Iawcu...... ~terII Saft..... (,).JPiPl1lac .... orpntllal cnarn..;, ...blUMt:,·· .' , 

;ts.. encUiu, (6),..ua, ...__
1 ON41te to oetn1....... (7' ~:...

t· . ' ,I ", . ' , " .' , " .; 

..,..hta, ..ra-01ondlta to MDtnl. blab. '., " ' 


';~ I • • • .' ' " • , 

, tlla aMlu. to t.be.. t1Mao1a1 taaa~., u.. 8.1. 8. 111 :s... ..,.1, dap 
• t j .. . ." ,: ' " " , ."', . "" . '. " .' . 

'.." ... ' (1) .....t1q p1aae' tor -w., SateJ'Obup' of opiat ••be.... 9, OJ"
I ' ',. 

ha~ ..tra1 bulk. _ ...J' dUcnaulOll. betweD 25 or 26,.banIhold1lltc ". 

I . " 
4Uts.eult70t obtAtotq n11a'ble Wor.tlae ot the eort it, ccataiu. It ..., ' 

I ' 

: I ' .' ' 

pablhh~ • YfIr7 uetlll Mrie. t4 a.pUaUaD.. ot torelp «I'OhNlgere.tricttau 
! ' 

lDftnoL. COlUlt...--1••, tor eh1ch (it. _,..lD lta 1941-42 report) th.re bas beCIIl 
. I 
:...ctlY. 4__• B7 specW &'''''')l~hMI'!lt, t.bAr. federal Jte~ Bt.4k or :.l.. lork 
i ,: 

i'-.. beJ reoelY1.Dg regdarlJ troa ~ s. ~'. ,..:. .~o;.lel (lD tr1pUcat.e) or lta . 
I 

,!. ;da1l.y ~Tlew ot tbe IIzropeu preae ad of the tUta &ad 1Agl.1ah truela.UCD. or 
", I .' ' . . . 
i,· ;.n 1IqM;trtazat deeree., laIra, eto., OIl ca.rreDC7 ao.d oat.rml. b-aHa, _ttera 1I'l 
l( I ' t I fI'Arope ~ we'llben. l'.beae _.u"l•• aIld doeaeau han beG t4 the Mgh.at.. , 

j 'j: at.WtJ"! to our 1UIU'Ch' _m. 1'a add.1t.1a, the B. I. S.'.... _to WI, em ..~...--.J..I, I ' 

j ' loc~. .lace t.b1a 00IaU7 _tmId. tIM ar, t.be pahU Meet retuma or JD.rOpieaar1--4-- ..... ..; .0.00..11_. • - of os..roftlu l~--• 

I: :' 
:;. i Uport.Ut artlc1•• GIl t1.aarida1 u4 "onaala subJect. troll JDD.ropeu. per1ocHeel·.

; ',I I ' 
~', ' 


\ ~: 
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CORRESPONDENCE, 

OATC ..., lI~,'l'".I ' , 
To, , i...• 8prcN1 Svnn:c r , OIarret '8tatu ot "B. I. a. 

. ' 

tIM,.. 1. alNlolatel7- rattoIl tor beUn1q that. th. B. ,I. a. n.. ..... 

-.utnl Sa the .... or ta'faliq aa.a, 0ftI" tho AUl... two ftote an at tIM ' 

bot~ '~t' u:.s.. wtM.,..... ~I ' (1) tbtI' 8. I. 8. t ~er Cot ... ..... ..". 

to A....., JA larch 19)9. (2) tM tan that tbe Ger.- &nIJ la JA ~trol of ••t 

of tIM' ooaatne.'......w Sa t.tM I. I. 8. ' hSat (2) .w. be dlalt nth w.. 
: ... to (1), the L I. 8••oW an the ...18 ot dIalT aat.blllU_ted wtruot.lal haD.' 
i 

'a.r-a.r or t.rJ to UDdo IIbI.t b&f taka plaoe. It .. ~ IIOt for a ..tn1. 

DuD polSu.l boqlJ.b the B. I. 8. to .ot Ite81t 1Ip .. a Judp _c 110''''. 
ut.1.Giu. ad. tbe 8mk or !ael- a. the UlUatadepodtu,-. 'had. al.:nad7 abdtttd 

to the Nt !9t?2'Pli • ~41 It doll. &1'0, It. Id.Bht aU Bft "- aoeu..Hd or aort.t1o­

11&8 ita owa basic pr1D.\i!.;.1': ;..:- .~-, /f::~:'~lJtecm••• ill poUUoal. attera, wbloh It.u 

taaaders ha4 deeM4 the oalT possible basta tor all lAtemaUaul1DsUtuUOrl of 

ita k1Dcl. It.s the Bat or .&1-. DOt tba B. 1. S•• 1Ib.1c!f abaal4 haft beld 

up the CHCb go14 trauter. 

205763 




~; 
j 

RRESPONDENCC 

i 

I"CO,..,.A,' iti:;';r.AV£ 1114"'1(. 
(.,' ~-lC·W y')" .... 

11'. 8prod. ." .. .' SUDJ!.:'': r 

o~~~·.,;1Ia7 18, 1~~':' 

Ca......t 8tatU or 80 I~':8~ 
. ·O.ir...t .... 

I" ...•. ., '. .' . 

whig J.adloatll ,.,atn1,. tbat it 18 oot .ub.erdeat to tho lull:. jocol"d.lllc' 'to 
I • ' , • " • 

Jato~t.1oIl oaarU-t.t.a1l7 dUolA)Md ." Ir. ·lIaI1tt.rl.oII cblr1.acbJ.1I dllt to thla 
I 
I . 

....tr, a .rear., tbe ,. I. 8. aooepW tna the Preob•.wltbaat th. kraGIrledp . I . . . . . .' . . .. 
ot the a.r.u, a ..u _t ot ao1d .....ah ... ~ ·vu..porW trc. DIJraI' .sa 

I . . " . . '.' .' .• '. '.. . 
oaataaera ........ to lduwlan4. It laol1ltaW the r.... to._,AotMl'taJa 

~ .....,. ID14 Sa 8Ir1tA1orlu4, WIdell .. _ .... ~~~'&tn14 
~ . . '.:. '. .:-'. .':<} ': ;"' .. ::.,:-',".:.-... 

:to.' " .. \bat _tit) 
;'::":'·1, . 

; ". ,,' '... .... ..... ' '.' ': ..'" .' 

..... 1'IU~ .ft.llabl. to Genu7 other t.baD clbt.d.a4 ,.,..ta................ 
I 
I .' . 

ooatS.Du4 to pa,J' to the B. I. 8. la a.s... true. the latereat. oc lta Oer.a 
I . . 

IDh.tMIlta, IGCh iatere.t uiouaUDc to three tiM. the B. I. 8. d.1~ JIC1IItIDu. 

I I. the B. I. S. worth toepl.q 'tllft. or b'I. it beca. a as__ act a 
I 

J.JbW.tJ1 1 bel.1ne that ~ .bon-tera nper 1a clear rra. ..t la"8iwt. .bern 
! 

a~t the B. I. a.' Dwtral1t.711t clea:i'l) .baa DO\. , ••.,.... :t,he ..u~·~ baa IIOt, 

..,:11'0117 or u.w111Sn&l7. barwed the &1l1ec1 oauH 1D ...,: WQ' .bc. th•.1Iilr 'bepa.
I 
I : 

(!'be Cuch cal4 lac1dct ated&te4 t.be ar b)' .ix IIICIIlths.) ~t.'I.;J. th.n 
r ~ , , ' 
I . : . 

1. DO .trateg1c reuan for'do1l1, • ..,., nth ~ B. I. S. at this tiIIe. nell 1t
I . . . . 

~t were po.slble. .&c'lltall7. tho w1tbdranl of Anted persoael ad repre.eDt-. ­
I . . , 
~ 1n the B. 1. S. woul4 DOt tdll. it, bat wou1cl .J.apq toree 1t 1I1tO't.be 1u1 
I '.. 

. _trol 1Ib1ch IICJIU BOW pretad to .... If' tlw Br1t1J1h haft lett 110M or their 
I 

,!.. .. at the I. I. 8.. -It .. CIDl.J' be bIoe1M t.he7 f1DIl l~ ......... to 

(' 
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.. 
i

CE: CORHESPONOENCE 
i 

I 
...·I~· '.,.' 
I '. O~ lnNa' Iomt 

I 

'·r.UI;I,AI'''UI:'':.r.rnI'E DANI(
fl" fll:,W 101f1( 

DATIl: _"..,,18, 1,,,. 
. SIIlJ.Jl.:C~.:'·earr..lta,t1a,II,otJ. I~ 'I. 

tbdr 	war ettort, 111aoe the 8. I. 8. Sa • priM. 8CIIU'Oe ot tiMao1al u4 .~. 
. I . . ".' 	 '.. '. . . 

lat~t.toa .blOb lboal4 DOt !be wt. u. ~ ot tM IUU. rr.::~ 1aae­

...1 .. poa... d.,,;po1at,·· then Sa 41.. _ota to be IaU ..Sa til .... of .wt.aildqI .' ...., 	 ' .' :' . 
t.b8! J. 	I. I. u I 	111.....,..... el.Nib..... tM 8. I. 8. ooal4 be .... ,tDto •

I, ":". . '. ,'. . .... ,." 
INI• ..-Iu.. 1Aat.rta.t. tor the h".,nsw, ot the poatar am 1..".- .tabUlsa~loD ..... 

I..,. 	it t.he propoHd 1a ......... tlaDll ...tal7' ... b ..t .,~ tllere, an ~,

I 	 . , ' ., 

;~_•..• 1.1•. I. oauld ,Uefa.UI' do, . ': ~""'neautntot1aD __J:~Il• 
. ' ... .. "'.' ,,,.. '" .' '. .» :.;.... : . . •. ~. '.... . '. . !' 

~ tJUwr int.eZ'l1&UOD&l bodie. wbich haft to 4Ml ill •.great "Dt~ 

01... The B. I. S.' tuDcUou all tnt.toe or &pDt. tor ftl'iou. .iIltet'D&tlOMl .loIIDa 
I .w. haft to be C4DtlDud la au tora or aaother. ~~ the aU taaDC Pia ad 
! 

tae' nr.t 1Iorld Ikr _bU vc :!r.c4 bt:J'=.J ~vc:;t.tll. thre 1dll be a ~.t.o,r ....: ..t· I 	 " 
.' 
 1 I . 


1D~t1ooal ,!iMadel ..ttJ.~~t!- ~Jtn" !Nt. ot the pr...' war. whloh tile
l 
;" 	 11.11. S. -.u be -bl:t tltt04 to 1IoDdle. .1_t ,.,sa,lBto ._ ~t_ 

""at1ftl,r, it. ..... clear tba\ t.b1. 1. DOt. the u.o to pen1t thII toldsD,.... 

of tile 8.1. 8. 
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NATIONAL ARCHIVES "f:UI:IIAL ..r.:~.tuvr: 8o\NI( 
or' .....:'11 '~';:"'.:RRIESPON~~NCE 

, . 

\ 

re&8OD tor trauteniDl to GelW87 the TOt1D.g r1&bu tor Po1ad 

OO"..mtr1••, 1D 1'1.. ot RwI.1a I • pe.rt.1a1 occupaUoe or the fof'llil2' 
, , ' 

'ill tau oo.,uJ-u. ot the latter. Statla"'17, there 'IIOIIIld be 1... 'r..tIOa to 11ft 

:1' the 1'DtSzac rlabta tor other Iuopeoa OOUAtI1.e. occupied thtr1Dc tbe mr. '. , 

,.f·. ; .. or +ai._. or too gonl"UCta (nu...... ><! """,",t.) r~r .at or the...: 

.' :.rb.. It would appear obt'lou., 1D nov or tbe act.1oD taka'1rttb reupeot to '~ ..:., 

',,:1.,C,'MCh .Jr.., that the vot1Dc rtght. attached to tbe .hares otother oceupled 
; " i I 
i tries are ablp11 be1J.lr hel4 JD abe7!mco until the _or the ar.'''·' 
'i
l' (2) 

I 
!he _ top aeeud."Yes of the buk are a 1l4Ntnl. ad .. .a-r101A 

1,: I 

!'t .eber! or the 8wl.. kt.1oMl 8&Dk is ahIlu-a. ,~. B. Iknttr1cdr. U ' 
! t, I ' , ' 

:$"'I t) f both han boeD elected or roelected .1Dc~ the Rub all~pdly 


~ 
1 ". 

CGI1trol.
,I·. . 

: ~ • • t. I 
:" ,. 1 
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CE COnRESPONDENCE 
• ~ ... 'l. • 

~. DAre .Jlq:lI, 1944. 
~.iproai , I SUD~I:'CT. Ovna~,~~" 01' •• I. I •. 

O. lrua'''' . , --JD- . 
.' ­

U) Ibfte _90 .... _ .,.."1_' ...... Sa tbe boud ot d.lreet.on 

... -. t.IMI ......... III taot, __ Dr. tItp ... tltMf"Md '-7 t.be IuU .. 

.....u.t of De ....1a.,......... 1Ir. IIaIltfcriok C-:_" bcIe eaa11danttallT 

iatoned) au.. tile IIuU to pendt bU to oautSaM ~,t.be board of the Be I. 8•• 

~ of nplu1q Ida Cal! tbe laW oerta1al.J' waald, -" prwtuftd) b)­

ioi' ... ,-Sa.., taw an prnldat of the IDllteh ..~.... ~reonr, .. 

tIM I. I. 8. bu raUler t..OCIDOIDtrat1ac GIl the lJqu.ldaUGa or ita laftn..ta 

Sa ibos•. coatr1ea. tbe MIIIIIl report.. IJpeak or replar redDcUou ill the 1to. 

(-1UiadJ7 bUla ud 1Dnst.eata-) whlcb 1a ao. to be .ad. up pr1DI.rUy or Geraa 

baed hol.d1Acs. The" ~-':J npc:-t .~~';j ~b8tut.t.ai rect.J;tiGll:l Sa th~ B. I. S. credlt 

to 1IIDlgaJ'7. 

Other tacta coW.d' be c1ted to abo1r tlntth.re has bHQ;':!io .rrecti" 
• _0', , ~~;:."~r '~''1' 

caatrol or th. B. I. S•• bat tho.. here pHHIIW, are the ODe. wb10h COM lIOn 

JWd 1l7 to 1dIId. 
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THE NATIONl,lt ARCHIVES ... 
~t"'," -~,!,._~"""",,,,,,,,,, pe;c::nAI.. Rli/.III&HVP.: ItAN.. 

.' .-.>?" NEW yonKI 

OFFICE CORRE'SPONDENCE 
.,I 

: OATc_.Dece~~~~9J.,.1942 __ 

5UeJECT_S_tIl~~0~ J3.•1~~.":"..,. ______..­

Co!,l.·~ to Yessrs. S!",roul (Rounril't), R,:,~lee (Johnson), and Sanford 

(rr"I".lced at requ(!stof ~!r. K..,,\ol:c) 


Strictly Co"fid~ntial 


The following l!'l in an:::wp.r to your inquiry of December 7 09 to the 

I • 

accurncy, or otl~('r\Yl:;e, of the :>tat(lment~ I'!"llIle r"'e~rrlir.c ~r.c tlEa.nt, for 'Inter­

i!:!!.t!on:;l Sett1!"mE'nt.~ in the Tre!l:::ury':. att.::lchcci lctter to :{.r. r'rnser. For 

.lthE' nuko of clarity, I rept'at in quote::: under each nwr.borcd itcm .tile .Treacuryts 

Rbitflmcnt. 

con":-rol of the sh~res is 8 consequence of the owner!'!hir' diRtributioll, is in­

lI.ccurate. You 'I:1l1 recall that the por.er to vote :SIS sheres rennin:J peroanently 

IWith the centru blinks (or other desi;rn!lted institution) of tile eountrifts in . . , '~iI '.', ,"" 

'WhiCh the share~ were oricinnlly subscrlteu. The distribution of v9~in& control 

is shor.n in the att:lcned t.able, freo!" 1':'h1eh you d11 see th.'\t 76.23 per, cent of 

t.hl:' Cll.I,it:ll stocl: is nor: voted ty b::mks in ene::y or enemy-do:tin!lted eountriE'fI. 

",ith rl!r.p.:ct to thp. o1'tner!hip distribution, r:hile -::e c::mnot ei to exact fiL'Urea, . ,',. 

we cio kno11 th~.t the enecy nnd enemy-eor:linated countries own more nhal'es th.9.n they 

are 8uthoriPed to vote, end I would estimate that SU1:h countries now own approxi­

rIlttr:ly eo per cent. of the totnl out::uwd1ng capital stooke The TreQ~ry'6statem~nt 

I on this r:01n L 1s, thcreforp., substa.n Uully correct. 
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THe NAilUN~J..'TRC~~'1ES •. ,.,,":-" 
,.,&:IeGAL w~,.. ...... ...... ".,,~ . 

. I ,~ 
. G"r rYlifT#'Y Y.:;;'?N;r 

, 	 CORRESPONDENCE{'1,.. 1'- r:: 
' 

I 
SUBJECT___------------,---- ­ -

- 2 -	
, 

F~

•
I ------ ­

I ,2. 	 "The German Government ie the largest 9ingle creditor of 

the bank, holding deposit cloime agaiilstthe bMk in the 

neighborhood of 100,000,000 S1r1es .trancs." 


The oDlj German deposi~ nhieh we definitely know to be h&ld by the 

::rs is the "German Government Deposit- shown in the bank' s monthl~ amtement 

oi" eonc!ition under "Long Tcm Deposits." In the July 31, 1942,statement 
-, 

(latest available), this deposit 19 given a~ 76,))),750 Swiss ~old francs 


«i.e., Swiss francs of the pre-1936 parity). The ~quiVal.ent 'in Swis~ francs' 

:- • 	 '. ,~ '. ".,; '1\.: . 

" '. ,.. . . ,,. 

, ,.~. ofeurrent value 19 approximately le8 million srlss francs. 'This' depo8it'~1~ry~,:L'; :<. 
'~~:.":;.~.'" -:::..:- -"'. -.-...;~.~*':""~~~"~,'-:: ~~. _. ~-.:'~~' .. "....:,,:":.'.~', ..... - ":"".":. 

'cent::ot:tb-ti hiLnk' i( tOtal. depOs1t: llibIDt1es'~1':::,RO'''f'nr8r 
~~~£;~~~ij~~~~~~~~~~~~~~~~ ~~,,: . . ~'~~~~;~i2~~~r~: "~:,,,;,' ;::"ll"':ail:,"ji,~,[,:: 

::cpoGit 1il&7 not be rlthdrav;n until the end of the YOunF Plan of Germtin reparations, 

and that cannot be until the Lausanne APTeement cancellin~ Germn~ r'3paration8 

:.e.s been ratified by the creditor governments, which the latter h;"ve e~reed they 

WO\llo not do until their wr debts to ~l:e Un! ted St.o to::! ,:,~ct"e cflncelll!d.) 

It iE unlikely thAt Geru~ny or :he P.eichsba~k have ~ny othp.t" deposits 

'jf conse..:uence in the SIS. Aside rro71~ the Gel"lll&n Government Deposi t., Hnd the 


ceposits of Germnnyts reparation creditors, thp. b~nk non holds only about 21 


I. 
J- illlion Swiss Bold fl"bl\cS (about $7 mill10n) of depesits o.l tos::ether. The SIS 


h&s never I!'.acle Jiub11c any aet&.ila ...6 to t..'lo identity of its centrl::ll bank 


depositors, but confidential data in our files shoy; that 1n the earlier years of 


the bank, the Reiehsbenk had p%'f'.ctically no balsMe on deposit. On May .31, 1932, 


for instance, of tbe SIS' then doposits totaling 1,977 m1ll1onSw1ss gold francs,
I . 	 , 
. , :~ .•. :";"1- '. :. . ~ .. ',/. ..."' ~.' ", '~; , ","",. ~. .,­
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AlIHENAIIUNA~rK"HIVt~ .... , ',- " 
"'C:OrltAL 'Ul:'5IUtVE flANK 

OF NI'!W YORK 

OFFIce:: CORRESPONDENCE ,I 

To_I__ 

iFROM _________ J­
------- '-'--------- ­

-' 
I Germn depo:litl'! (other than the o.bove-described GcrnltLn Govenunel)t,'Depo::li t) 

counted to only .259,000 Swls£ gold francs. 

cannot say definitel, on the Mllie of the cblt.'\ aV"lilf'tble to us, but it is 

lihl:r th~t Frt',nce 1!l an even lnrllor creditor than Gel'll'lDny. For instance, one 

of the J:ugue Agreement::: of J~nu9ry 1?30 :::pccifiec the !!llntrr.ul:l be.hnce::. which 

I ':llUst be Illltintuinl!d r.itl". the RIr by Ger!:1llny' ~ rept.rntion' crl:ditors, and in ti:-.isJlist, hn.c. is shown "itb • "inimum bUanc. o£ Ill! 68.037. ~oo - L ~'., .. ~pro!':l.~. 
,'.j' ~telY;27.2 m1llion(compnrM rlthtbe p1.:c:1ont. Genan Gove~ent !Jepesit .. ;,; ~'~,:~'. :<,:; ::: 
", ~. '~~~l;~~~k~;~~~~~~;:~~:?~'~~;rftl-'~d:{~~~' ·~~;;it~·~~~· ~'~~: ~·ig~~t:·.::···:)<, ~i~~· 

'. ~~~»~;~~;;;.:·~f~ ~j~g;11M! ;t; .:'1 
i;~~[i~~~1~;~!t:~~fT\a'"~6~'J''' .~,.~ .•./i;.r.~~ .:... ~ r*.; .,,'1- ..:~~v~ ...·':'''~ ~.';:;; ";::,:~.-;' ~';'~ ~~V.· ,~~. 

.. ,.'\,"*~ ';'....' -.' '-', :.:',' . ' ... ' .;,~ .. ','1.-::::-' ....,~ ·.. w~1:. ",1 ~. 
T..-r"".na ..'T;on point. (2) Appe!\rS to be correct'," .' 

except tr.."!.t Gf'T-rrvmy i~ belic":."'ed to be, not thn first, but. t.h~ beconu, of the 

Oenk's creditors in order of ~ize. 

). "The Germ!1n Go·terrunent deposits 'and the ar.nuity tru:.;t 
account ciepesit~t in which there is probably a ].1Irge 
reversionnrY interest in favor of Germ::my as we1.1 as a 
dir~ct It.:!li~n intere.'lt, constitute 70 percent of the 
totnl ll!lbilitie13 (other th:1n C!l.pit'll re~~rv'!!'~) (')1' t.h" 
S~nk for In7.erna tlonaJ. Settlements." 

On July .31, 1942, accordin:; to the latest 8V'lilnble sw'tement of the 

bnk's condition, thA Annuity Trust Accolmt Oeposits (15~,667,500 Sr.i:.:s p.olcl 

francs) and the C~r~n Government Depoeit (76,))),750 Swiss ~old fr&ncs~ 

to~ether oonstituted 68.2 per cent of the bank's total liabilities othor than 

eapitnl and r#lserves. The Treasur;y' s statement that Ger:ll~LDY hus 11 reversionary 

interest in the Annuity Trust AccoUnt Deposits probably refers to the termS of 

..;.... ... ..... .". , 
, 

' 

I I 

; I . / / /1 I I ' I
I ' I , • _ 


I I I I ' • 
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FROM 1_... 
.1 

i' 

1 
i 

I 

I 

I 

I 

... - ... ---'.::'~~' ';',',,: . ;r.. :: 
P'IlDIIRAI.. RII:SIlRVIl .,ANI< 

0,.. NEW YORK . 

OFFICE CORRESPONDENCE 

.... ~;;'\ .' _______ ._._. _._._.__ .____ SUBJECT__"':'___' .=____:....:...':.._. __ 

._._.... _.. ______. - 4 

". 
one of the na,aue Agreemenb of J~nUllry 1930, under r.b1cb the creditor PO-:7ers 

.: '. 

aereed that Germany should bave the benefit of ~v,relief which any one of them
". .. 

Cight receive with respect to its ~~r debt payments to tbe United States, Great 
. . 

Br1 tnln, and Frnnce. Sinoe the Annuity Trust Account Depeni ts were const! tuted 
'. 	 • 

out of reparntion payments, 8 com9lete cancellation or reperntion payments 
. 	 ." 

rOU1d l~ply the repayment of those deposits, and any partial ftr~liefft might well 

~n tJl U a reduction or the deposits. 	 ' .. ' . 
I .. 'I .. 

<~ 

I' '.. 
deposits, a share in any profits r~mHinine ~rter allocations to reserve funds 

, "';~'., 

" .". ~:'>~:';j~';'~L.~"""'::' ,.,;,;'~'.': .. :. " ' ..... ~.;~,:. . . ""~"J ....!!~~.. ~:...~ .. t.~·~;i :f',,);,:,::" . >r:' 
state~Dt of July 31, 1942 sbowsnmong the &s8etso$.2<m1llion 

, . .t.,;. 

000000226 

1
n:"l:.! 	 dividends. This is provided for in Article 53{e) of the bank's Statutes.I . 
I 

The 	 sa~e article specifies that Ge~ny is to roceive an extra nArticipation inI' . . ,r- . 

such excess profits if she ~Akes a special lon~-te~ deposit -:7ith the bank (overI . 	 . ' 
ana 	above the cocpulsory German Governmont Deposit described above), but no such 
I
deposit has ever been aade. 
I 
I WhUe the Tre&.~uryts ::t:lt.Ct.1'.mt on tH.s Foint is aceurate,-:il\'Should be 

Ipointed out thut the SUllIs,:hich GeI1l\ll.ny has received frot' the bank under t!".1s 

I't:cr.dinh in the past have been quite nftglig1ble. 	 .'.' 
I 

5. 	 "It is reported that substantial IU\d 8aequate free 
assets :lre e.vaUable to the bank to ene.ble the dividend 
obliBations of the bank to be effected.otherwise than 
fro= b100ked funds." 

We haTe no decisive 1nfo~tion on thl~ 8core. However, the bank'i 
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"f.r..~ ' •. ' "."'1"'.' 	 ,.aOERAL. RE'9I::RVE BANKI OF NEW YORK 

OFFICE CORRESPONDENCE

.'I ' To___ . SUBJECT___ 

i 	 - 5 ­
",.~ ... ----.-- ... 

! 
Swiss francs ($.21 million) of gold bars •. Whether any of this could hE' ~1"w.i.{1"'rlld 

kept. in London, ~lnd some in Continenta:i. c!:l!d.~r:., ,:nt.;l U jjabsmnti::;.l nmount in 

:;ffltzerhull. (The llO.I. 'IIL1llon I\t. present held in :le'7. :Co!"k is of course 

blocked.) E&rly 1n 1937 th" SIS is knO\lllTl by us to h'lve had on deposit in 
.,. "'/1. 

51fi tzerla·)d some $36 m1111"n of ~ar:n.'lrked gold {i.e., iold p'Q.rril3.rked \rlth the 

:919 by varlous central-banks}, and. it is 10gic&1 to aSmlIII'" thllt, it. dao keptln ' 
-:-:;,"' . .~ . . , . ,~ . . . ~.' " " . 

. Srlt~er1l'ln" Ii part of its on gold holdin,,"s. There iR;no q!,~"~~~~.~~.~,,·n"n ,~hi~:':'<,:~: ., 
'. " # • 

possiblo dem;mds. Nort').!.lly, Swiss frallc ... I'!"ere kept on1.1 for current:, eJCpenses 

entdled by the b:lnX' s ~hyslo~l 10:lRtion in Switz~rln.nd.. Acco:r;Ung to PrQsident 

::enttrick's cRble of AprU 18, 1942 to us,* 

"Aftcr l:r!kln,:: :~llo\rence:J for 11nb!.l1tiez in Srlss fr:l.!lcs p!'l:i'!\blA 
nt !'Ii(!ht and 1n the ne!:lr i'lltlu'e inehiding, dividends .~ius enl!ap.e­
ment:J dellvel' ~old in Swit:~p.rbn:i, net l1'"1~\irl "8Ret::;,i~olln~, to 
equi-l"a.le!lt. or less thsn $3, 5()O,OOO. By far th.;) ~e~ ter p:l.rt of 
~:e bank's free funjs ovr.~ ~n:i above 1iab11iti~r. iG in dol1~rs 

, , 	 and in :;0 fa.r 'is we are un!::ble to convert dollnr 'issets into 
Swil'fs fr!l.ncs to strengthen position here, sum mentioned w111 
const1tute ent1!-e ~rgin over li"bilit.i",s a.v::l.11nble for bank's 
~ant ~~~i~~s:J 1n Europe~nd. only li~uidreaorve ro~ ~ym~nt 
of future expenses. ft 

Wh.etiler the :9IS no" h!lS subsw.ntin1 IUlJ adeqw\ te l'l'ee assets l:iw11able 

for t!lf!! prsyml'int or d1vHends in this country is e question of fact which we are 

Dot in position to deter--ine; theprobabllity is that it does have the necossar,y 

frf!lf!l fnnrlA but i8 'p~8ventad trnm URine t.hAm by :n ~d~~~~~d&ble: '~pi~ii":,;;r"d:'~~!4;~(;': 
in t.."lose abnoI'm!ll ti.c1es. 

000000227 -...~ """-'''~-'.-" .­
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Distribution of B.I.S. Sh~re Vot1nc Power 

Nwnber or sharAf' P.".lO--­ Percentage of total 
votine power~'ibed ~...Dg voted 

.......N. 


500 0.25 
19,772 9.~~ 
4,000 2.00 
1,,000 2.00 
4,000 2.00 

'4,000 2.00 
100 0.05 

4,000 2.00 
19,772 9.89 
23,772 . 1l.S9 

4,000 2.00 
4,000 . 2.00 " , " .. ' \ 

_____ ... __... __r 

•I :..t.":",, bnd Enp.lfty-Domlnated coulltri'!?s 

llbania 

Ec1Cium (inc. Luxembourg) 

Bu1~ria 
Czechoslovakia 

Danzig 

n"nmark 

Estonia 

Finland 

France 

Germany (iDe. Austria) 
Greece 
Hungary 
Italy 

.Japan ... 
,IJ1t~· ":.::: :,~~.;;;; .;:-.~-'. 

Total 

.Qtl'l~r Countries 

Enp.land 

Sweden 

3dt:z.erl:::.nd 

U. Z. A. 

Tote,l 

Grand Totn.1 

~-..,-,,;;~;::--~-);j~:~¢;~;~1t,x·:;;.j~~;i.u i;-(H~i

'., .. ¥"~4' OOO-:-·.,)o·:~~ ··~·~""'-1·";:M\.':;.;.;'"'1";.c"f! OO;",,'P,.~~· ..-,.,~v i't,.,:.", " , .. " • ."",.. '.T· ..~»:~1? "rlfT~'I~ , . .,tf*-"., . ,.. ~:- " ...•..',: .:.' .:';' 

76.'23152,458 

9.$919,772 
2.004,000 
2.004,000 

19,TIQ ~ 

2.3.7747,542 

100.00~OO,OOO 

,,'.. 

....: ;~,-,:,:~t~.~_:~·lf.f·~:,s,;:>;·:~:;;·,~i;i,' :~.~ 
" '., ........., .' 


'. ,~ ... . 
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'" 	 j:':: '-rudua 011 the .!aut.r of JJouAr ~ 
. rna b IaDk tor latenai.1.ont.l. aetu-nt. 

to \bo .111•• IatsOM'.h1... . .
,',. ' 

1M Id.. laUoD&lIUlk'eani.. '- dollAzo &CCOlIDta, .pu1­
aattne 13 as.l.l1cnI. wi. t .... lor lattrrDat.1oaal. Settlaata. In 
h'bruar7, 1942, tbI·8d•• lf&tioul ... nqaeriecl npIIPIUlt ., 
11 "Ul1an bT tM tnnater 01 tbat .. '- ita dollar .OCOud.t the 
Federal Ie....,. lJ&Dk of I. York. . 2be appl1catioD of thl JanIe tar 
IaterDat100al SettlaGta tor • l1ceDn to .... tbU tnu18l' .... 
an.ied tcr thfI ~.!IWI 6acSldon ....... SA aoco:rdi.Dc••Uh 
the pol1C1T.' the ~ IIOt to l1C01'U1e pqunte which laciUtate 
ceaero1a1 and tf.Danc1&l. t1"8ltAC't1ou d1nctlJ or iDd1reotlJ bel... 
tio1al to the .&:11. count.r:te.. . 

!be !Uk for IilterDat14aal. Sett.laata ia GWDed 1:ITthe central 

baDkII of 0e.rmaD" I~, 1'rInce, .lai-, aDd areat Br1ta1n, and b7 

10.. ban1rtng inaU.tut1tm. iD Japan end the United state.. It 11 

qUitil ob91o:u that oontrol18 wet.d. iD th8. Npnlentatl..... of th. 

A%1Ioo\Ul'trieo and t.bt occupied. CDlIDtri... J'UrthC'll)", ~ 11 . 

the largeat orecIitor 01 the BaDk' tor InternatioDal. Sett.laante. 

!be German to"fU'Iamt. .poo1t and the Almuit7 2':ru8t Acoount Depo.lttJ, 

in Which thera 1. pJObablT. larpreYertd.ODU7 intel'llat in favor of . 

0elrJIaIV' u ...u ... d1reot ltal1u. inttJreat, COMt.1tut. 10 percent 

ot tbl totall:labl11t1•• <__ tbln capltal. and rennu) of tbe 

Bank tor Intemat1ana18ettlae11t•• Apart hom thi., ~ bq • 

contingent lnteraet iD. the protite of the Bimk for International 

Settlaunta iD exce•• of normal. earn1nga.Wb1l.8 the opvat1ng 1101­
lei•• of the ... aq not be dlttendned. br <Ie.rmaDT, it 11 1sub­
dtted tbat GanuuJir 1, DOlI, and expeot. to be, an. important baa­
f101ar,y direotlT and :lnd1roct.l,y of the Buk'. operatiou. 


l\, .UJtdar.aD1' o:lroautanoe., the O.....t1oDl in Barope of the !uk for \\\ 
\ 	 International 8ett.laenta ad'nreItlT affect tb1. OoTen:aea.t in the 

prolecutioa of the war. 011 larch 31, 191&2, the l!IIInk for International 
Settlae.a.t. hold. ....t. of 110" than 1&1$ Idll10n .,ld tranc. ()2.7 
out. per gold t:raDc)-appro.x:S.ilRtelJ tlSS af1]ton.. :tDcludeclin tbe•• 

. .....ta are i~!i1 b1U. 811101mt1ng· to lOJ& Jdl.l1on aold trUIC', eoa­

.roial b1l.la aDd. bank8n' acoeptancea aounting to ll4 Id.l.11on aold 

tnno•• lind otber bll18, :lnftltmenta, and tmut. at iDtereat lUlll)1mt1ng 


M 	 I 
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,~ ... : .. ~..:":" .' 

willi...14 tn;au of. b ... .u.t.q'___ .~ to .'..: . 
. (:­ t1N"'dni .f~iou Sa ~'. .• ...•.. h~ ....... 

t1oIA1~='d~~iS.:~t:;~~ ..... 
tor l'atmIat.1oDa1 snU..... .tor:.... 1lotuft,i.,.,11 ...111cm·'" tU'~ 
8w1a lat10ulllDk ••• 1IO'1If2t<n~ ~.~ .=.~.t-.cU.t.e 
:-. -:'~18==::ur,t!J:=tJ':1.h.~,.:: .
I~., tbe ..a1D£ ... ·ot;.W.~;.tt.belUk.torpoIat~·· 
nat1oD&l Sett1eMnta.1a w... ocrIaJdaor ...~ Id .:l~ .tao;W.tate ~ 
acquidt10ll at acklit:ronal ....te ta.......'.·.. ·.....(ttr IDter- .' 
natioDal Betu..ute.·. tba·.~·........., ...'81'" lta ... 

p1'OTd. to • inDAc\1oJl 'Ib1oh Ida . ' ... _blAt t;l:ui. '~n 'Of e4dl- I ( 

~ '.: .' Ucmal redit. b7 t.M Bat for ~UOnal~ to· t:1It.IDce 
.' . I ~ Sa 1UIop.. . . •'i',,"'.~:,l;;::., ........•.... 


..1 IUN 18 ~~ thai t.-IlaDk'~~iat.nsi.\toDal. SetUe- \ rr·r h MnU b.. b_ ..,....t.1callT ctraiDc cIItID~,. ..... b w.. ccnmtq
./ J..·,:\.,t~or t.b.e p1r'pOl. ot NIOT1ngtbm tna 01ll',.,..ta~ Jb1l- the BlInk . 
1j.... f~ ~ tor lDtem&tional Settlaente blAtII'.t~.wd.111011 SDji)U, depo81te, 

~.;. 1./ 
• 

and. bill8111 I.., York em J~ I. "'lID,..........a.ta ,... Nduoed;,,' ~··.,.(,,··r to 120.2 _nUoa ~n Jcru:q 1, Uta, .. AN..· ..~abollt. .' 
r 	 $21 111111011. •• k:nn. that. .the Budi:1.Or ~ ·8ett.l.eeDte . 

baa attapWto 1D1t.1&t.e tnnaot-- 1aft1~ the e:rport ot C014 
I t.roa thU ooautl'lI QIi nitch1Ds of IOU ___ ~ --WT ud. 

I IAt1D. AIlG'lca,' ancl the bDld1ns ot . n..r-UjOd_'!rTjt.iil~ 


I ~u.._f" .~-. ~ h "'~t 

I ~~==~ IDdl --'.~~-::: III 

require thllItnk tor hteDatioDal.!a.t.u..te 'w .Mt\ lta ....et•. \\\
I trom Burope to the 1lD1W. .stat•• rrer thaIl.... to· .... 'tInlu aate 
I bold1Dge 111 W.e oountiirT.: 	 . 

, '.",::. :. . " 

the dIc1don ot tbe ~'. We applloattoli 18 DOt dlnoW 
aga1ut t.he 9d.ea Rational ltank.. ~ tho __ 6Io1aOD would 
be __ on &IV' app1io&tion to t.nnat.. the .tai.Id8 ot .. link tor '. 
International s.tu-t.. to·~~. 1)& tha &let. .i_ire 
ot the 8Ir1•• JIlDi8ter, it 1. 8ta:a5'tbat ... !NU1ll7 .-!dOD hU 
depr:S:,.d tbe SWi.. Jfat10nal But t.be pAlldl1V ot oell.ecUac u. 
depadt bo. tbe But tor llllelu ...t-.-u. 0bv10ul;r. pq­
aent at tbU depodt oa bet II&dIa 1D; a IIIIIDIII' \bat w:Ul be approved by 
the T.reUUl"T" Itmtrtbelal., It. ..... be ....s..ed that. thi8 Cbvvn­
am 18 DC)t. tM parantor ot the l1fi:aid1v ad tile at.. ot cIIllar 

. \ 
I 

I 
I 000000235 
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'[.:/''1'1. -""ill3.-J.J1 Jlhl ASrets 
~() -Pe<(.II1J;) 1'lt:r-II1A;eI'(IAi!, . ': .,\~..~ 

'f*;~ I 1]"'"aorl'/...J. . ,,1l, 
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, ,j' ' . : '. 

". 

, .', ,. ,~J.': 
.,.,.., . 

'~., .' 

" 
:' ":' ,',: . '" ,,~){:::::,(" " , 

.,..s.U jJa _'1n. tMt.ttatiou 011\d4e \bI vatW Make. .DIpoI1-(;(:;,,: ,..' . 

toN ,...,.. .u. bco.... witlt. DNl-JuI':loaD bab ...... ~r~.'i;'\ 

that .~Iollar 6tpo.s.te.., bma to,b. paW. Szl t.h.u- .quJ:ralAllt ~,,;';::.';'- I, 


.h~l\"'.'"~!.,'. '.~"',;",' . ". ' ',. '. ' ''''»~i~~:~3?; 
':, ...,....;~~ taM 110 wiell to SatUct 8IIf mmeoeaN:r7. " .' -,f' 

ba.rdPip •• \ •.Nara lat.:WIal.!at*. t10ul " " ~'f.fl_ . 
.t.tltr.IIel'lte hai toial &lBets tit _nthaa S 1I1J]1oll of wbioh ,,' .," ...... 

io--.-....~o~~4I!1t aJ'l held in tht. ClDantr.T. , the European ~ 
!'.•. 
.' .. ' ~ , nlouro.. Df the Bank tor lIater.rJaUonal ,Set tIIIIlIAta &H lIboll;r &de-' 

"', quat. to elf"t tbe tranatlll" of ,1 IIlllton 
& license 

of 'the tunda 
ttlaents. 

tbe Sri•• lIationa]. 
Bank. !he ~~partaent 11' prtIpU'8d to 
&utl»r1a11l1 t.he pa;yment of thil dollar deposit 
IJOW held 1D Juroope 1;1( the Bank tor Internat.ional 

A.PPENDn 1 

t1n1ted State, Aeeeta of the 
Bank tor li1tvnat.tonal Settlement. 

(lIUl.1ona or DDllara) 

~2,19hO 
:Depol1te ud bills 
Cold. 

fetal. 

JaDlIU'T 1,1941 
DlpoaS.te aDd b1ll.a 
Qlld 

fotal 

Janurr 1, 1942 
Depontl and bUll 
Gold 

fotal 

.:. . APl'1llO, 191.2 
Depol1te ADd bll.l1 
Gold 

'lotal. 

=te1D/jIJ 
Copied et l/'ZJ./43 I 

, 

·18..2 
~ 

29.4 

21.3 
.-.l!! -­i I'V •. V/'V'('---' , ............... 

28•.> " f~....", 
.. 'y 

.(i'{),..It_
1·­

16.1 
~ 
20.1 

14.8 
~ 

21...3 
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gold trancs (units ot 0.290 )22 Sa•••gramme8 tine gold) 


',:FOR·'Iir.r&RIAUoiw. SK!"1'LDfEHTS 
, , ::stat.8nt. Pt"aDoount as ot JIa:toh 31,. 1942 

(Art. 5 of the Statute8) 

ASSETS 

114,158,585.20
29,886,659.98 

71.6,6,21.6.35 

3S,799,652.)8 

74,464,035.62
)1,842,102.24 

i 

!'"' c.,rrAL '. ' ;'. ' ", ' J.IA.'3ILITIRS 

'. Aut.hOl"1I18d andl1aeued 200,000 shares, 
.eachot 2,500 Swiaa gold franca 
of which 2S~ ~8id up . ' 

t- BlSBRVBS . I 

I ... Legal. lte8e~ FUnd 

2., Dlvidand ~ Fund 

3. (Jcmaral a.881"'fll,I'aD4 

I, 

1- Uoo TImMDEPGsITS 
, 1. Annu1V''rr\aat Account Deposita 

2•. 0eI'IIIaIl ~t,Deposit 

:f- SflOli'f 'l'IRK'ANn SIGH'!' DEPOSITS 
(variaue ~i..) 
1. 	 Cent.ral. ~anlaI tor their own 

acoountt i ' 
(a) Not exceeding ) monthe 
(b) Sight' ,, 


'" ' I 

, ," 	 central. Banka tor the account 


ot others. ' 

i' 'Sight. 

). ~r depOsitors. 
, Ca) Rot eicaed1ng j months' 

.. ' (b) 'I~Ughtl ',',. ' '. 
, ' 	 " 'I, ',. .' 

$00,000,000.­

5.780,203.1$
4,200,538.7)

13,.342,6$0.1) 

152,606,250.­
16,303,125.­

3,968,900.­
13,]:;;",56:;.86 

' . 
. ' ,". 

". ", 

." ',r 

.~ , . 

.', 

': :," 

.~ , 

, ~., ,. 
.. .' 

. ",'. 

~ 

;." ' 

.. 
.... 

,;, 

1(. 'SHORT TE1m .M.f9 Sl~~ lic:r:';)'iXl';+,."Qal.40"·'· ........... . 
... 

iSS!, ...... iVl ....~. lIlOathlJ; 1;464,753.7h 
2.S1gbt I " ' , 27,:>79,9J2.JI.! 

I 
r'fI-IIISCELLANEOUS

I.. 

,',' 

. ' 

'., ~ " ..• :' 

. ,': 
Percent 

42,082,396.06 

32,962,h53.81. 

16,340,546.99 

lh4,04S,245.18 

21,068,701.65 

2U,962,806.$9 
183,979.08 

h76,646,135.36 

12$,000,000.00 

23,323,392.01 

228,909,375.­

17,32),465.86 

1,26" ,3h1.84 

4,SG~, ·lll.4J; , 

29,Olt/l.686.12 
117,212,163.12 

476,646,l)?)(} 

, 

lote. 

rruat.ee Gl', nlcal. Agent, 

Earmarked I gold held in cuil't.oqy for the acoount. of Central. BlUlks and funds 

8.9 

6.9 

3.4 

24.0 
6.3 

4.4 

16.3 

7.5 

1,.6 
6.7 

0.0 

100 

26.2 

4.9 

32.0 
16.0 

0.6 
2.8 

0.) 

0.0 

o.~5. 

9.9 
IOU 


held for 

;be aerv10e ot ~ternat1onal. Lowrie, ror wtdch the Bank of International Sl'!tt1l~ent6 i8 

are not inoluded in the above Statelllent. 
, 

.: 

".' ~ 
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'. EXTRACTS nou !HI 

STATtrlES OF TIm BAR FOR DTmHlTIONAL SETT.Lli'ImNTS , ..~. t;'~ • . .~ 

Art. 6. ' 1'ha' SubsCription or the total authorized capital baviJ:i&. be!n 
guaranteed. in equal parts b)'" the Banque Rationale de Belgique, the Bank, o.t ' 
England, the BanQ.ue de Franc., the ReichBbaDk, Banoa d'Italia, a banking 
group represented' by' the Industrial Bank ot Japan acting in, place ot the 
BaDk ot Japan, and lllessrs. J. P. Morgan" CompaIV' of He" York, the First 
Rational .Banl,t of H....York, Un Iol'k,and th_ First Rational Bank ot 
Chicago, Ch1cAgO, the lJan'if .1II8T begin business aa soon as a :adn1mum or 
112,000 shares bas hem 8Ubaol"1bed. ' 

Art. 15. The olmer.hip or .hares or the Bank carries DO right ot 
voting or representation at the General Keeting. The right ot represen­
tation and. or voting, in proportion to the 'Dumber or shares subscribed 
in each count1'7, mq be exercised by' the central bank of that count!7 
or by its DOldnee. Should the central bank ot &D,Y count!7 not desire 
to exercise these rights theT JIIa1 be exercised by a t1naDcial institu­
tion or 1f1dely recognized standing and ot the 8ame Dationalit)", appointed 
by the Board, and not objected to b;y the central bank ot the countr;r in 
question. In CAses where there is no central bank, these rights may 'be 
exercised, it the. Board thinks tit, bT·an appropriate tinancial institu­
tioD of the countr,y in question appointed by the Board. 

Art. 27. The administration of the Bank shall be vested in the 
Board. 

Art. 28. The Board shall be composed as tollowsl 

(1) The Oovarnors ror the time being ot the centr~ banks or 
Belglum, France, 0ermaIl1', Great Britain, Italy, Japan and the United 
states ot .Am.Qrica (here1naf'ter refelTed to as ex-otficio Directors) I 

or it ~ of the said Governors are unwilling or unable to hold ottica, 
thelr respective nominees (hereinattar referred to as substltute nominees). 

The tenure or ottice ot a substltute nominee shall be within the 
dlscretion ot the Clovemor b7 whom he is appointed, but shall term.1nate 
in any case when that Oovemor vacates ottlce. 

An1 ex-ottlcio Direotor may appoint one person as bis alternate 
who shall be entltled to attend and exercise the powers or a Dlreotor 
at meetings ot the Board 1£ the Governor h1mselt is unable to be present. 
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(2) &eftA peraoDII nprelMllt.att.,. Of ftDMa.iJ:laduArt.r., or ec-~i " ~:':-'.~, 
appointed. OM uch IV" the Oo'Vel"llGl"II Of the ,'..Val .baDka Mentioned in', \.. . 
aub-clauae (1) aDd be1raa of ,the _ lIatiODaU••• tbeJkr,,,mor who '. '~,' 
appointe bia.; .' ", ,~.'. ",;,,:': ~.:.:.~:;,T.~.",:.,.:,::".;:.'.r:..>{., .'J':"' .. ' /',. ",>,~ .. : , 

• • "" ':, ' ,", .......... • •
~'., ~7~ 

Dur1D& the continuanoe of thal1abU1~7 of Qe1'Ulv' to PAT ReparatiOA' '.' 
annuitiea, tllO peraolUJ of French IDd. CIIZ'MIl _t.1oDali~7"apectivel1', 
repres.ntati.... o~ iDdutq or CIOIIIIierce. appoillted'br b :00'ft1"DOr8 o~ 
the Bank ot J"ruc. aDd of the Re1chabaDk reapeoti..,.q, ,it theT ao desire. ' 

(The rest of this article on 41reotora lS~tt.a_)· ." 
( '. : ,,' .:" ·1 . 

Art. SJ.· 111e 1'Iarl¥ net profita ot the liaDk ahall bJ applied. as 
tollc:nrsa '" ' 

(a) /JAPl Reserve rungJ (b) LDJ:ridAmdaJJ (c) ~r diVidend!?; 

(d) f.Oer-ral Reserve rungJ 

Ce) -u lcmc as the Plan lain torce &IV" raainder of the net 
proflts after _t1ng the forel0ina requirements Ihall be disposed. of 
as folloua . 

(1) A. to IMmInt;r-tlve percent, to such ot t!ut aoftJ'lllll8uta or 
central banks of Qe1'll8Dl' and the oOlllltri.a entltled to share in 
the amxu1tiel pqable 1mder the Plan as have u1nta1ned time 
depollta at the Bank aubjeot to 1d.thdra-.11D DDt leal than flve 
yearl frca the tiae of depoa1t or alter .tour JU.I"II on DOt leas 
than one year'l DOtice. 1h18 8UIIl shall. be distributed annually 
in proportion to the liJie ot the depoB1~1 u1nta1M4 bT the 
respeoti.... GoveJ'Dll8nta of oentral banks in qanion. '!'he Board. 
aballlumt the polIWr to determJ.ne the mini•• depo.lt wb10h 
would. just1.t;y the distribution prO'f1deci tora 

(11) as to twnt;y-flve percent. .. tolJ.ona 
U the German Qovel'Dlllllnt eleota to JUke a l.on&-tera deposit 
111th the Bank 1I1t.bdrawable o~ on t.hII tams 1I):Iec1.f'1ed under 
sub-clause (1) above and amount1D& to the IIdn1._ INII!. DE 
400,000,000 reich_arks, the aa1d twenty-tlft percent, ahall go 
into a Spec1al. Fund, to be UlJed to aid QeJ:'1111.D7 in pq1ng the 

. last twntr-two annu1ties prori.d.ed for in tb8 Plan•. 

It the Ge:nun GoYeruant elects to JUke IIUGh loag-term deposit 
amounting to a 81.1IIl below 400,000,000 relohaurks, the participa­
tlon of the German Government shall be reduced in proportion, and 

i 

t 

000000239 

, 


205779 


http:prori.d.ed
http:QeJ:'1111.D7
http:determJ.ne


N(IIJ-':-)t;«HtCi fl~~fn~~~"4~S':' , 
'-"-.-''''.-'-''+--''-'''~';''''''''., '/3(;)( f 73 I IVDelL I ' 

'~k, 

. " . : 
" . , . I ," ", .. 

-, ' " 

.!'"..... . :., 

.:'. ~J'" .' , .;:t. ; ... <' .' 

, "-,! . .. : , .. ' 

.lPPEIDII III, 
"~ ,'.'

,'; , 

, " 
, " '\" 

the, balance Iball be • .wed io t.he ""'nty-lift perocmt. reterred to, ' .' , 
in Iub-clause (1) aboy~,.. ,:. ','..' ."..' ' '" .:... ' 

. ." .' ~ . . . . . . " '.~'. 

If the German 'Oovermnet..elect.s' DOt to uke &rrT such long-tem 
deposit, the aa1d. tnnt;y.;.!ift p!Jrcen~. sball be distributed 8a pro­
vided in sub-clause (1) abow. ' 

The Special. Fund reterred to above shall carry campound interest, 
reckoned on an armual basis, at the maximum current rate paid b7 the 
Bank on time deposita•. 

II the Special Fund should exceed the amount required to paY' the 
last tlrent:,;-two annuities, the balance shall. be distributed among 
the creditor Governments as provided tor in the Plan, 

(t) at the expiration ot t.ba period reterred to in the tirs1# 
paragraph ot :sub-clause (e) the disposal ot the rema! n~r of the 
net prof!ts relerred to in sub-clause (It) shall be determined hT 
the General Meeting on the pro~sal ot the Board. 

copied,mww/l/2l.I43 
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.1;' 	 .,. 
,~ 

. ' ,,," I . 	 . . . 

Y::~,;:j:~r-:~~~::::aN"i"" 	 0 0 RF' 1: ~.<~'.~~~~'r),·'L > .' .. ~, ,.. ~.: FEDE::L.N:E:~b:<' 
I . • . ..., j 	 J . . ~ ~ .....r..... ~ . _"! 'Oi' • ~ ~,- • • .~···';~'ii·l~t;~l\/f~FICE; CORRESPONDEN.CE . ;. ','~::~:.a~~;::~3~;ft/;· 	 '. ~ 

,;_;,l ~l l~··~·~. ': ::::~~f:1.j·;··· . . .' .' .... . .... '.. 
f~'.:'" I . ;\~''''):'''~;''''' '. DATE ..April 25 J 1942. '. "#..':':":' x.::: 

{/~'.~.r:.:~" ~;~.'~ . "., .~, .' ~;~·f:~·~. "7?: ? :,.;-' ',".:.t; ':~"" : . '.' _ ..~·~~·:r '.'.~' 
J~o JIr~ hoke ':SUBjEcT~ Application far Transfer of B.I.S."; 

, 	 ... ~ . . '.:.: ' .'~,\: .' ..... '", 

., .' ':" .. h.ua.s to' 'Baiaque Nationale Bu1Bse•. 
-':.. ~::: . . . >".. 	 )-:~ : ~'~~\ ,..,". ": . 

• ..: .'; .~" '. ." 	 ~ ,., t:' " ,::,;i 

Prepared at request of Mr. lCnoke. .'" . 

, "", '''~ . ,:: ~~' .I 	 " 
I 	 '.'. 

I On Fe'bru.ar,y 3, 1942, the Bank tor IntemationalSettlements requested. 
I 

this Federal Reserve Bank to transfer .from its aooount to the aoCOtmt of the 
I 
! 

~ue Nationale Suisse the sum ot $1,000,000,' brepresenting part of their (Banque 
I '. 

Ha1iionale Suisse) sight 'balances with us (:Bank tor International Sett1ements).a 

As Ithe application for this transfer was denied 'by' the United states Treasury, 
, 	 . 

~ B.I.S., on Februs.:rr 21, 1942, cabled to the Federal Reserve Bank of New York 
I 

tol
I 
"renew applicatic:m for license." This second application was also denied by 

the United states Treasury on April 8, 1942. 
! 

I 	 On Apr'll 18, 1942, the B.I.S. cabled further "facts" as "ava1lable in-

I, 	 ­
formation though scanty seems indicate Treasury policy is to require obligations 

I 	 . 
between parties in Europe to be discharged whenever possible by means of assets 

I 
ini Europe." According to this cable, 

"Atter making alloW@A!?eS for liabllities in Swiss francs payableI 
at sight and in the near future including dividends/Fesumably 
for year ending March 31, 194i/plus engagements deliver gold inI 
Switzerland, net liquid assets amount to equiva.l.ent of less than 

I 	 $3,500,000. By far the greater part of the bank's .free f'unds 
over and above liabllities is in dollars and in so far as we are 
1m8.ble to oonvert dollar assets into Swiss £rancs to strengthen 
position here, swm mentioned will constitute entire margin over 
liabllities available for bank's current business in-Europe and 
only liquid reserve for payment of tuture.expenses. For these 
purposes amount stated is extremely small and it must not be re­
duced by transactions which are in effect purchases of dollars. 
Bank for International Settlements is,therefor~aside from all 
question of law, able financ1al11 to meet its dollar obligations 
only by means of its dollar balances held for that purpose and. 
not from its assets in Europe. When requested we have hitherto 
always declined allow blo.cked dollar assets to be mobilized through

• , us by p8.yTlent in other currencies as such operations would enable , 
l clients to circumvent American regulations now in force. If in 

your view foregoing information might lead Treasur,y to reconsider 
1 I 
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I . refusal license repayment' of $1,000,000 out of its deposit 

DATE 

SUBJECT: ___________~_~{..:.J_.. ..:.."'-,' 
, , .... :' __________~~__~_____~__~~~.. ~,~ 

. \:.... 

with B8Dk for International Settlements to Banque Nationale 
Suisse~p1ease be kind enough to pUt matter forward to Wash­
ington.- . ' 

The information now submitted by Mr. McKittrick seems to insist par­

ticul.arl,y on the f8.C'.f;that the $1,000,000 requested will not be used for pB¥IDent 
I 

of the B.I.S. r s current dividends' (for the year ending March ,31, 19.42) to 

oJl"IIBIl7 and I"ta.q.' As Mr. McKittrick points out, the dividend pa~nts from the 

I 
B~I.S. to the two Axis countries represent only 27 per cent of the sum received 

I ' . 
bY,' the B.I.S. from the same countries as interest on loans. However, McKittrick 

I
I . . 

fails to implement this information with the figul"es of dividends paid to am 
I .
i ' 

interest received from other European countries which are occupied or controlledI, ' 

bYiI the .Axis powers. 

I 

, 
I 
; 

I 
,I 


'I I 


~ 

I 
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r'I. , .•• '"' /'"f~' ..... 

.~ .1l'"'\ 
I.:' \ ' 

",. _"''''1'':'~' .... ""'{' t t'wr'_""'7'.'__ ,. --......-:::....._~_,' 
.'. "', t ~.'"'' . ":-. ...:'.~- •.. 

INCOMING CABLEGRAM - ?I'~'::>!AL NO..:.. ___ 

, 
====a========'.. 

RECEiveD ON.!.p.:-l1 ,::l, ) '-;':,2 
-..,: -":;"':":'. 

i 
; 

~. ," ~ , 

" . ., , 

, ..... ' .. '., 

'.' 

~881., April l~. 1~42 

rederll Reaerve Dank ot New York 

lie. York 

tio. 28 

Your Ho. 81 Position ha. bQcn full, considered with 

aa~quo Nationale Suisse &n~ avaIlable Into~atlon thO~l scant 

.eema1nd~o.t4 Treasury policy io to require obligations betweeD 

:&:. 

part1.os in liu..ropo ioo U~ ~:.c~.;.! -:.!:.:::.::":'!!" ~"~l".r'~ bT,~.8~.'of :. 
",. ":" .. ,:, :",.~', 'P~:" ,: '.;9''';:. >- ~,*,.~-=-.: :.~:.::'" .. ~, __ • _:..• :_'.:~'~:"'.~:.~~. ~,...... :., .. ', ':~J·:>:;.. z·::I· ~:~, "I~}~;~~';;'~~": ·::~~~~·~~·~~~ ..1~:·:. 
aets­ c.or.rec.t .. would.:: .eam: be'at; 5ublaU{rActa;rii~~:'~':::~:!;:' 

" t. ' :'~~;i~" '~~~~'~':: .(,y..,~ ~~.::~ "tr ~·.:.'~':t:~~:'~:;~l'~.:":" -: ~., :·~"~r::·~·~·> ..' ':'~::'.-~:.:."::~'~',:.~;' ?~ 

requested in our cables io. 11 and 7. Atter makIng allowanc•• tor 

1labllltle. 1n sw1•• tranca pAyable at sl:ht And in the noar future 

Including dividends plus eD,gagemant. del1ver gold in SwIt&erland 

nftt liquid a.set. amount to equiVAlent or leas than ~,SOO.OOO. B7 

tor the ireater part of the banks tree funds over nnd above liabilitiea 

Is in c!.ollara £nd in ISO tar aa we are unable to convert dolla.r 

asactD Into S.iD~ !r~nca to atre~t!len posItion here ~um ~ontlo~ed 

wIll const1tute e:ltire Margin over liAbilit.Ies availablo !or brJ.l:lka 

current bu:lnes8 in ;urope and only liquid reserve for ?aymont ot 

future expenses. For theae purpoae8 amount Dtated i8 extremely 

am.ll and it must not be reducod by transactions whIch are in 

, '."f 

CABLE DIVISION
.•., ." ,,'-' I..... ~',............ . 
. 1,· .. """'''M,..·;·". , :r ,,':;;n·.i~';: .' I :t;'"

·-14i~f.'. ~'!'li'...H'." . 

'~-', I 
,. , 

i : :1 i I I: I " •.-._-­
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'1 

~.,. , I.-----..."'"~~,....,....,. ,'.. -~." 
I 

I 
I 

! 
I 

,. : . 

\INCOMING CABLEGRAM - SERIAL NO.______-
\, 

,t. .," , '.~ 
l~:!::O - -:,' ";41.' 

RECEIVED ON !, .r!l I'· 1M2 

I -2 

I

I eftf!ct purchases o!.' .eollar•• Dank for International S.ttloment. 

I Is therefore a~ldo trom all quest10n ot law Qble financially to 

~cot Its eellkr otll£&tlons only by ~ea.n. of it. dollar balance.I, 
held tor' that purpose and not trom Ita 	aa.&et. in Europe.' ~hen.I.>" ,,:;'::,I 	 . '::·:1. ~:·'d: •. ;~ ';.. ,::.~: ::_:~::~~~.~';.~:.;~;:..':~:;~.~,', ",
requ.ested '1Ie haTe h1therto aJ.••78 deolined ollowblooked.. 4oUar. ..<:~~:.:..},:.~,I 	 '.. .. ..~/':.•.. :. ~_'::.:'":._~' :: .. ~".n'.;~;~:' .~'t ,;.:: •. ~".~Y2' .I.... :~':~:~ .: 

~ ...,..,..·-..,t, In o'ther,:,aurren.c:il•• , I,"" 

~l.OOO.OOO out of ita depos1t ~ltb F.~nk for Int&rnottonGl Settlement. 

to bL~que Nat10nale ~ula~e pleAse be kind enoueh te put ~atter 

torwar:1 to ".ashinr,ton. !1o~ret hav1~ t{\ troul)le you a(;a1r: in 

this connection. 

'\(1 e~~! t trl ck 
~',lJn" lor lntcrntitlonol :.:ettle:nenta 

: J:''':l ~5~ .. i'ct~raon Code 
"te:;;t. eOl"!'.(!Cl 

~. -:'.d~~.:-:·~. 
.'. 

,... 
. 
';.,;,.,. ",' '" " ... 

205784 



.' 


.. I 

OUTGOING CABLEGRAM-5ERIAL NO...16.~a___ _ 

Bank tor International aettlement.v 

Do.le 

Do. 81 

Tour KO. 

APp11oation denied 

, ,. ,.;i·:· 
..'!.,~ '. ',. ,,: 

.t:;MH 

RCA 16 - Sent in English 


,,' 
" ~'.' 

.1 ~.J ~" .'~ , 

;.." .~'. <~"'~~..."i' ~ ':J~~"~:' 
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-,~ 
','
>/.' 

._ ....... ­

,- ._-._-­

Be-«n-Snat1aa ot the ......'1 en. data GIl B.I.S. Ihare 0_anh1p - 1Dclud1D, 

the'1a.tonat.icm 'IIh1ah ... der1TOCl tI'OII lut 7MJ". l1elllc1zl, ot 1.;1.8. d1T.ldllld 
'.' 

p&1JIlIlU 1a Ie. Ion: - incU.cate. that the PUOllltap ot the total ah&re. O11tatollU:l1.q
I 

. I 

Iwhich 11 hdd 1a COUIltrl... abJect to the AzlciCAID Uelllc1a, I7fta 1. appraz1a&tel7
I ', .. ,. , 
, 40.5 per oct, COIIJ)IIn4 ~~ the m.6 per eat dUeh ... eat1u.tcld in .11111., 1940 • 

. : ...I-!he perullltap o~ the total 1Ibare. 1Ih1eh appM.rO DOW to be held. in ~ ad aU 
'·~:'~:· ..Il,_, ., ' ••.:. ',. ~•.,., .' .. :~.: ' ..:. .. .'~. :. .~... '. ' " ," . *' .' . '. .' ~:' 

:: ~oWil1e4 COUDtr.l... 1. ILbcnlt f/T.a per oct, COIIJ)IIn4 witil ':".fj per. oct a, ~', ':, : '. ;: 

··-:k:.~~l~;: :';;~ttT .",....~:~'o~~'~oi'tli" .han. ~t~~' ~~~h~' '7'~;::~<"':': 
... :~"" ·li~ti·· ':~~~.,"" !b~~~ .~~.~' '~'''.~;~~~'.~;~ ..:\':.. ; ··;:~i·;(.~··:i·:;~!:f 

m~~1~ttirtl~'itlt?~,,~!! 'l-i r.P.- '~'5";:":f:; po"! I :;.... H~ l~;~,..:;>~it.'m:,~..;. .ri·<.~:tt;~:'. :,1 ... 
~I.,'·''''''~''''-·· ., ......'N:".· ,,:.~~ .B~.I.~~.~.;··:!~~a~~!:' ";t:I~/.!l-l!~~ ~ '1:,1'

C~,\"!~··',~f..'15tlf...:.;!.~~~~·~;;~:' ~,~ ~:~~.. "': j ~ ~.. ::":~ .~.. # :~. • '.: ;,'~ •••:.i~" J~"~! ~~~. ~ ~:"'~,l(\'~ ; ..,' 'I.. ... : 

to ~te about 11.1 per'oct ot the total' 1II1ard," npre-;;": ;.;,~:~ '1 

••tiDg the orieiDa! lIJb.mpUcml ot Cieru:n7 IUld COUDtrl•• D01J wbJect to Ucmc•• 

lor GeI'UZQ' ILDd all. Genum-occupled areu ~ could elaila TOt1rag righta tor 51." 

per eeat ot the to:tal outatlmd1Di lihue.. 1'0 thil Wit b. added the 10.1 per cmt 

ot the total abar•• 1Ih1ch 0&11 be TOted b7 ltal7 m4 Al'blD1a. 

Om, to lIr.reuerleln IS ahlcmce, •• han belli UDab1etc reTia. the detaUed 

table ot omerab.1p .ul ccmtrol ot B.I.B. eb.are.. It;you 1I1ebp I rill. have In.rlm 

do tbil upon hi. retam. 

oJal/elt 
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J'I:.U!.::RAL RE:5E:RVC llANK 

O!-- NEW YORI( 

'i. "'"",~' '. 
"'~Jr'pn 

~~*=.. ,Zda£ ~.. 19/t.l~ 
sUnJccT:...._ldr.•_ltcKittrick' s letter- "'",-.... -- ­

of April 17. Y", ..--_.. _.._­ -~._._~-.-~~--_ ....~._.-, i 

You have asked me whether there is anything further on'~,
'. ... .. ... 

I woul.d say "No" because if you answer at all it seems· ''fo this. 
I 

me you will have to venture into unchartered depths; 
I ' ¥ 

I~ don't believe Mr. McKittrick expects a reply. 

also because 

, " 

If you feel differently, I woul.d deal with two aspects 

of the letter: 
'". 

... ~ .;:,:- ~!:.,.:':..(1) the question of Administration ~olicy: 
: ••# '~. :~': '.~":·;:':;·.:;':.t;~:·;·.I ,,~.. '.. 

!; .~ ..~. we set forth'in our lette'rof April :~(~as the:"" :' . 

I
I . 

' ... , . . 
Department's policy today_ As to' Ylhatwl11': 

...n; *':":",_ ...~ .. ~::.'~. _.. ,•.~:~. ::.: " ~:~~:.~.~~~~:. ,.~~ ...; ',.w" ',;' • 

'Qo:n'e!~Wj~tbl~~;!.~~~~~::a'~~. s.~~,~,~.att~~~~h~"a~ '11:C?l><?'~7. ~', '''..'" ",.,,', 

(2) mo~t everybody, I believe, is in agreement 

with ar. McKittrick's philosophy on free international 

C01!!:nerce and free international p~yments "except for 

immediate pur!')oses of the Vlar". Unfortunately a great 

p=-!'t of the y~orld is at war and others seem on the 

brink of it. 

\~f,
'J\ LVJC: K.'W 
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." . ""'I-~' ••"":'.., ...... 

"-fZRAl.. RI:::SC:RV£ BANK,' 
,Of' NiZW "ORK 

, " 
,I ' 

-IFleE CORRES,P~~DENCE OATr!-AUguS.t_Z.•J 940.•. 

T'!)~..t:'.·.Locan~~, , sUOJCC'T'--.B.I.S ... cable. NO •..328 •..__ .___ 
I ' 

FR:t:.,I"!___ L •. W.•,_.~oke_,... ------, ..._-_.-_ ... '-'-- --"- ­
• .,'.1 

Numbered par&eraph 1. The Treesuryls attitude probably 

is discriminatory against B.I.S.-
~umbered paragraph 2. B.r.S. r~s reason to be disturbed 

tor the future o.bout these multiples of nationality resulting from 

the fact that natiDnals of many countries Mve an interest in the bank. 

I Numbered pllragraph 3. The parallel drawn between the.; 
.: ...~~;~, ...... ~: ~. 

: :~t:?;;;...:~.J... Inter...American Ban1t and the B.I.S. end emphasis 011 i..i.le c.iffcront . 
J:j,1;;';.""; ,,"j ': . " ,.,'.' ',.' :.•: : '. '.';,.':". ",O' " •• _'. :".::, ',." '. " ' '.' '.' , ••••• ,',••• ' • '. ", 

,": ~;~~:::·,:f~~·treat6·ent::iral{tei:f·the ,.tr:.o ."deserve~·-citte~t1ori•. ': :".' ,.,.. i' . ", . 

..: ,:'Ui~":',; '·;::"'·'·:::/'·~i.i.·r::'?::"';"''', ,~. )., ." .......• lIo'fl~)·t~~t.Aff\f"'::ljt.( 
.. 4',,~ . ,,"i\~¥'1' : . "."':.t. . '9 '. • ',' ~ ":" ... _.., _. ':- "'t, "'f:-- ~,,~~/.h-......it J"'''''".n- (' . . ... f• .!1r. oil ~¥ ...:: '~"JH(1"'f . p'~la·. " ~', \ .-, f 
. ' ..'be.'red~I,,p;i!'~EI graph '4~f. 'The'H:a:i"ges t, .holding of B. I ~ ....~!'>r,'.:!f' :~,"~¥.' '~::~'~~ -j.[Num, S ~, :::;.tock, ~.:. .. 1:, l ;~
•. ~"";;..' ,:,~,." ,<' ,... ·~ ....i'!''':-'lh'PSlO\t··.'"*i!f', ......, '.... ", 4' "1 ,"," .-, ..." . . , I
~,4 "if ~~f'J~:~~~' ".-e.·.... ,~i·· ~l<~·!·lt~~:·'!",~~.3!f~.~ .;,~.t ..... "1;" ,,:.#.; ~.~.~~*'i':f .. ,~.~ ::: ,:, .t"l100~ .~; .' .'. :~ '. ~ • • 

~}f:~:·(<!t\1n":ln:/6~e"[o~t;'~'·:'1s';·ii~c~ord111g :to' t\hi~ c'D-ble, 12.6~ but nothing 


is said about the fact that the total of stock o"~ed by countrip.s 


desigr!<tted in the Executive Order is now about 31%. Against this 


one fact all the above arguments of the B.I.S. sear. to lose in 

i;n\Jortcmce. 

As regurds the two suggestions submitted by B.I.S. for 

cOrJ!l:idere.ticn, I offer thc-:sc comnents: 

(1) No c~uestlens arise in connection with B.LS. 

gold a~der ear~;rk here. 

(2) The thought that we mieht open a special account 

for B.r.S. in ~vhich a balcmce would be caints.1r..ed "equal 
J' 

to tott.l of dollar balances '.':ith B.I.S. of all nationals 

of: all countries named in Executive Order" 1s ter.ipt1ng. 

unfortunately, ho~ever, under that system the Treasury 

would not get informs.tion on certain transac.tions handled 

"', ~.. , .,' . '. 
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OF NEW YORK 
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__ L._W. KnokeIFROM 

2 
... 

by B.l.S. (for instance those for German account) 

in ':lhich it is most vitally interested even though 

the Executive Order does not supposedly concern 

itself with them. 

All of which amounts to this: I would like to see some 

o 
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Dear Mr. YOUl'tlI 

We bave received eabl•• trOll the B8;Dk tor Internatloiaal" 

. Settle.ents under. date~ot ~rch 21 aatkrch 23, 1939, 1nf'oral,D&' 

us of shipments totaling appron.a~.17 kilos 8000 of retined cold 

bars (valued at about tZ,37S.000'at'~ per tine troy ounce) Which 

they are Shipping to WI, kilos 2000 per steauhlp IORJtANDIE saUine 

trom La Havre, France on lfarch H. 19!9, and k110s 1000 per steam­
. 

ship AQUITiJiIA sal1ine from SOlltballpto~1 England on lfarch 25, 1939. 

the,. haTe 1n~u1red whether" ..tid. be prepar·ed to advance to them 

~ ot the yal ue ot the ret1Ded lold bars on the terms and eoad1':" 

tions stipulated in our cable 10. 241 dated IOTember ~8, 1934. J. 

copy ot cable 10. 247 was forwarded to you in our letter ot lfoTember 

30, 1934. 

Our Board ot Directors and the Board of Governors of the· 

Federal ReserTe System ba'Ye authorised us to uke advances ot DOt 

to exceed $£0,000,000 outstanding at any one time to the Beak tor 

International Settlements secured by ,old actually in transit to 

lew York on the terms and conditions contained in our cable No. £47 

dated Iovemb9r 28, 19~4, any such edTances to bear ,1nterest at the 

discoant rate in eftect at the Federal Reserve Bank ot Ie.. York. 

the autborIt1 was ,ranted In this torm in order that the officers 

of this bank might be in.a position to ciye proapt an~wer to any 

./ 

co~o, 
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ing trom 400r to door .ca1nat ail risks Includinc war risk except 
. ­

war risk whilt 011 land or on yessels on 1nlaDd vaters ...h1ch__~~~era,e 

underwriters discontinued February 1. 1908. 

the Board ot Governors ot the Federal Reserve S,stem have 

ID1"ormed \1S that thaT are advising the other Pedersl reserve baDks 

that their part1cipation in S1Jch advances 1s also approved. It' fOU 

desire lOur usual participatIon 1n allJ advances which we u:y uke 

to tbe BaK tor International Settlement., kindly wire us the word 

-AGREE- trom which we 11'111 understand that you w111 take lOur usual 

partiCipation 1n any advance or advs.nces which we mar make to the 

Bank tor Internatlone.l Settlements of not to exceed .20,000,000 out­

standing at ADJ one tae. . / 

)'altht~., 

L. W. Knoke, 
Tice PresIdent. 

RODarabie Bo, ~. Young, PreSident, 
ledera.l Besene Bank ot BostoD, 
BostOD, Massachusetts. 

LR.DlL.ED 

( ~ 
,I,• 

._~__._J__ ~===~~==~=~~=~~~.==~==~~~=O=O=OO=O=O=3=02~====:~==~==~ 
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FEOERAI.. RESERVE BANK 

I . OF NEW YORK 

OA~'ICE CORRESPONDENCE DATE July 27, 1938. 
! 
I 

To F~les SUBJECT:_-:-_______________ 

With reference to the $875,000.00 gold shipped to us 
i 

by 
I 

the Banque de France, as agent for the Bank for International 
ISettlements, Basle, Switzerland, per the 5.5. "I;Le de France ff , 

wbiCh we earmarked in our vaults today, we do n~t intend to 

r~quest an affidavit from them stating that the gold was never 
i
I 

. 
h~ld in non-compliance with any of our executive orders, 

I . 
r;egulations, etc. It is very unlikely that the Bank for Internetion-
I

a!l Settlements would have any such gold. 
! 

000000310 


205792 
\ 
\ 

" 

http:875,000.00


.> 

FEDERAL RESERVE BANK 


OF NEW YORK 


CORRESPONDENCE oAT_~__J_une 7~,~1_9_3_8__Or¥~ICE ____ 
I 

1"0. Fi1'es ,SUBJECT_·__________________ 

{j;v. P. J. LiddyFROM 

With reference to the $3,247,500 gold shipped to 

us by the Banque Nationale de Belgique as agents for the Bank 

·for International Settlements, Basle, Switzerland, per the 
I 
IS. s. nIle de France", which we earmarked in our vaults today, 

we do not intend to request an affidavit from them stating 

that the gold was never held in non-compliance with any of our exe­

cutive orders, regulations, etc. It is very unlikely that the 

I Bank for International Settlements would have any such gold. 

I 

l{pfJ
I . 
I 

I 

I 

~~ 
I 


I 
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FEDERAL RESERVE BANK 

i 	 OF NEW YORK 

, ,·"F-r·lCE CORRESPONDENCE 	 DATFAprIll5, 1938 
• I 


ie.-. Mr. Knoke dl t" SUBJECT' BIS Note:on Credits 

r~ I 	 '. :;;;\\!Iyt

FRO~ L. IGal;u!t1....el'_e 7 ­
I 	 l; 

I Fur~ thought on the BIS Note prompts the following 

list of things we should be agreeing to do if we were to partici ­
i 


pat~ in the scheme (as well as I understand it):

I 


1. 	 Open a dollar credit line in favor of the 
BIS. 

2. 	 Receive a reichsmark credIt line from the 
BIS (using Germany merely as an' examplet! __ 

C" 

3. 	 Discount (or lend on the pledge of) 'reichs­
mark bills presented by American exporters
in New York. ' 

4. 	 Open an account at the Reichsbank. 

5. 	 Issue reichsmark drafts against our account 
at the Reichsbank to American exporters tak­
ing such credit here (and presumably selling 
our drafts in the New York exchange mar~et). 

6. 	 Send~ German importers' paper to Berlin for 
collection. 

. 	 . ~ 

I The foregoing ~ relates to the kind of business that 

woJld arise out of sale: of American exports to Germany on invoices 
I 

dedominated in. reichsmarks. 
I 
! ; 

() 	 I . 
~G~MM

I 

I 

r' 
! 
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FEDERAL RESERVE BANK 

OF NEW YORK 
<. i
,I ' 

'/:'I;CE CORRESPONDENCE DATE April ·13, 1938 

,',:_.M~~LKIlQke, 5 UBJECT:-..::B:.::I:.=S~R:..;:e;...,;:c:..=i=p=r....::.o....::.c-=a=l-"-Cr::;;;..,,;;;;,,e=d=i_t.:::..s_i;;;;;.;n=-_ , ,,:' ,;" '. i 
F;~o:,!--L.L-Clalan..ti.er......e________ International Tr"-"a::.,:d::.,:e<---____ 

cOP-llies to Messrs. Sproul, IIcKeon (Cameron), .and Roelse S_~L~,;n~:)'-'-·F/-,,-
/ 4\b'3~. :'~ <y,,4: 

As requested, the Note on international trade credits 

ser,tIt to you by the BIS under cover of a 'letter dated Mar,ch, 28 has 

been analyzed, and a draft letter of acknowledgment and comment 
! 

, "is submitted herewith. 

The subject of the Note is the institution at the BIS 

Of/2 system of reciprocal credits between that bal'L1.c and the various 

central banks for the purpose of stimulating additional exchanges
I

Of/ goods and eliminating credit and exchange risks, where demands 

exist and cannot be·satisfied because of the credit ,risks and ex­

chknge risks involved. Concerning the mechanism of the proposal,
I ' ,

only the initial operation is clear to me and to the thr~e people 
I

in the bank ,who have read this Note at my request, Messrs. Raymond,
I 
I 

Mo:ore, B.nd Collado. That initial' step may be described' 'as' follows: 
I 
I

FoiR.B. of N.Y. and Reichsbank each extend a credit to the BIS, say 

of $1,000,000 and 2,500,000 reichsmarks, respectively. BIS extends, . . 

tJ F•.ti.B. of N. Y. a credit of 2,500,000 reichsmarks, and to 
i ~ , ,

Reichsbank a credit of $1,000,000. Thereupon, in each of the two 
I 

c6untries cor.f.cerned, exporters sell goods to the importers of the 
I 
I ' 

other country, the exports' being invoiced in the importer's cur­
! 

rency. It is assumed that the amounts involved will always be
I ' , .' , 

eyen,that the transactions will cover "supplementary" and 
j
I 

" ­
/'~xceptionaltl bUsiness, in fact goods "not absolutely essential to 
/ I 
: tr~ importing market"; f?-rther, ths, teach centralbal'Llc will be 

its exporters under the scheme by ,taking over the exchp,nge 

000000311 
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,FEOERAL RESERVE SANK 

I 
/ 

I 
i 

OF NEW YORK 

/ O'(:"lCEIC"I'I l) I~ 
i' rO_----'-I_______________ SU2J5:C":'"!___-'----_________, 

I .; I,; , F~·bM 2 

I 
risk involved in the fact· of the goods being invoiced in the

I '.' , 
importer t s currency, while looking to the BIS, ,and beyond it to the 

I ' 

ofher central bank, to cover whatever risk may be constituted by 

the situation of the importer's currency. As the Note puts it,
I ' 

"~ach Central Bank retains its responsibility for its o~n currency,
! 

ahd it is the financially stronger of the two markets that finances 
I 

the commercial credit." 
; 

Beyond this, I can make nothing out of the description 

o:r the mechanism. I assume that certain documents will be involved, 
.~," . 


I 

out there is no mention of them. On the other hand, there is such 

I 

~ statement as this: 

"At the maturity of the credit facili.ties, the 
exporter has to procure, for their repayment, , 
the foreign currency advanced to him. ••• 
He will have to procure 'free' amounts in the 
currency of the importer's marltet in order to 
repay the advance obtained by him." 

I 
This seems to mean that an American exporter who sold goods toa 
I
German, invoiced in reichsmarks, WJuld use this particular credit 
I 
Ischeme to get reichsmarks from us and would OiVe us reichs!n.arks at 
I' 
the maturity of the credit period. And it would mean that it was forI ." . 
Ithe purpose, of. supplying az:>. American exporter with reichsmarks, that 

/we took a reichsmark credit from the BIB. 

The first paragraph of the Note informs us the.t Uthe Bank 

, International Settlements has recently made certain experiments 

the extent of some £5,000,000, in organizing certain international 

c9mmercial credits with a view to alleviating the difficulties which 

000000312 
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FECERAL. RESERVE BANK 

OF.NEW YORK 

,....\i. :-•..-- r-""'-~-""?ONDENC""
._I....i K •• .:..= 1 . j C. DATE April 13, 193~ 

I' I, . 
, ..·~o_.__ SUBJECT:_--'-__-'--___-:-______i 

j' I 
I 	 - 3 

..,', ./-_. 
andi certain other documents in our possession, it. is clear. that the 

BIS/has both taken and granted' credits whose purpose was the stimula­
.1

tion 
! 

of export trade; but it is not clear whether or how much of 
I 

thi1s experimental business has taken the form of the mechanism 
I 

des!cribed in the Note. As of the end of ~'ebruary 1938 the. posi tion 

wa~ 
I as follows: 

I BIS Interns. tional Trade Cred1 ts 
I 

I
BIS Credits Granted to 	 Credits Taken bY BIB from , 	 ' 

Bank of the Belgian Congo National Bank of Belgium 

Ba~ of Italy National Bank of Czechoslovakia 

National Bank of Czechoslovakia National B~nk of Egypt

Swiss National Bank Bank of England

Central Bank of the Republic Bank of France 


'1 of Turkey 	 Bank of Italy

Netherlands Bank 

Bank Polski 

Sveriges Riksbank 

Swiss National Bank 


I
TOltal granted 54,424,000 Swiss Total granted 30,240,000 Swiss


I gold francs gold francs 

Ut,'ilized 40,865,000 Swiss gold Utilized 2l,200,000Swis5 gold


francs francs ,,' 


I It Vlill be seen from the above that 	only three,'banks figure 
I ~. 

in both columns, as would necessarily be the case under. the proposal 

iJ the Note here discussed. 
I 

I There might be some utility 	in asking the BIS' for further 
i 

deta.ils, but since, the whole scheme 	seems to be one designed to make 
; I 
it possible to increase trade between countries which need to sell 
I 

more and other countries which, even as it is, cannot easily pay for
( I 	 . 
'what they now buy, I bel~eve we might better refrain from showing too 

i '., 	
' 
" il 

gpea.t interest in the project and thus not raise BIB hopes unwarrantably 
I 

000000313 
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FEDERAL RESERVE BANK· 

OF NEW YORK 

OAT~ April 13, 1938CORRESPONDENCE 
SUBJECT~'________________________To . 

C~ I - 4 ­
FROM'------,.I__ 

I 
I 
I

high. Besides there may be wars in which this quasi-clearing scheme 
I 

wOu!ld come into conflict with State Department co~ercial policy_
I 

• 

,. ' 

: I 
:, I 

i. ,,' j 

! 
I 

/ 
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,Declassified I. : .,' 
~ 

, " ' . ~,' 
AU'lhority.Gefitjral Oecla3s1fl~;3th)\ \' ~lchmitdEPF;F 

STAFF MESSAGE CF~Nr:mR 
ARTMEN'roF THF~ J;.RtIIY , " 

Date ' I 

,JULJ lu ~'(j 
, :':<! '::1'.,:,,-- ~ ,'. >.',"i/' ,i 

! 	 PARAPHRASE'" NbT"RECEIVED 
CONFID.EKTIA.L 

I 

, '" 
" 

~"),- , 

,To: ' ,COMGENUSF A, 

'19 May~4S1Nr: WMi 88958 

'Fr CSCAL ci t,e EUR. Curl' ~ubj,. tQtrf :Y1' IRO is 

subj' 

St~lteDep't ';'u~d€: rs tO~lj s fr., IRO re~t~~Y', dp i~,;r 'h~,s,
I' 
I 	 been encountered' 'in trf to' IRO cf fina,l, infltaiiment CUlTS, 

sab,l such di s1)o!'litiono tinderstooc that thi~G;onlv,re-' 
meining i temin eonne etian non..,.mClr_,~ta.ry __,t;(')lo trf s f~r \'{h ~~h 
lRO rep 1.!'l being kept in Austria,. In vi'ew 'ofl'consi,of:rable, ' 
cost to lEG on this /'l,cct Stat.e ....-Ould a\:),preci'aten'romr,lt!",teT)s 

, liquidate this mr.tt.er', eBrliest n~)tifi~'~ti0n t'q': I:RO';~ 9,r.;,.t~ of 
expected trf this'!?rop, " , ;-.,., , ,c ,.',:> 

, ''l.' 

co NFl DENT I A.l 
.' ,,:' 

,', 
',~ ~ : '. 

. '~'" ' 

Dec/ass','l,' d' '-' " ' ,.. .. ' -, "",
.' '. -­ ',.. /,e" ','" , ' ' '. uth " ,,', ',," ,. ~ .,', ' A, amY-Gene ,:' ' '. ,: "; , 

, 	 " ,·ra ,DeClasSificatr ' 
. : ' ;. ',',' ,:' .pn Schedule 

JUl,lfi·liSZB ' 
. ., ,,~ 

\"( 

"'.' , 
, ,',I, •.' l 

., ",' 

_. _1 

, , , ~. ..;'" 

,.•••,_ l,!'":, 

..~:', -~. ,),::,. 
" 

,~: ' 

205801 
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,I 

D"~'~~~"}' d","-I·ut!d:::'~hle ;--,

::uY';,dtl i eCl!~T"::11 
I' 

~C~"'W:;::~~~~S~~ET~~N;: ... ... ':~(:~\;;fl;~':v" I 
4iJllu l~lO 

IISECRET' 

pUTGOHJG CLASSIF,IEIJ hES;:;AGE, ),.(,:t":'t,, ":",'" 

',' ,PAF.AFRRASE NOT'REQ.UlRED 

,j.' ,." 

ITO: OMGUS, RQ. EDCar;. 


NR: WARX 88520 ,12 May 49 

: .' ". 

Fr OSCADcite EUR. Reurads Nov CC 6849, Nov CC 6862, 
Jan CC 
82855. 

,I 
I 
[
'time of 
I 
I 2. 

7527 ,A:er:,CC 8222, Apr CC' 825.3 Bnd ,Qure.d,·Jan WARX 
Monetary GOld is ~ubj. , .;' 

"", .' ' 

As requesti;d ourRd Y0~ 'should' no~ crs~orit; th-i s' 

10 bars gold cleimedby Cte,chs. ' ',,,,


,,':, " 

State r~quests, you. submi~ ,'~'o'onest, f~l~;'~:~fQ" re "';""'" 

,..; /; /' 
, --\ ,f Ii .. ,/' 

,. d ,,' 1. .... 
/ /j/ti:-( 

i () , 

, ~~, .. ".. 
Iorig, incg specific s,Ource!"., afir1 0 ther oI'lCk:ground, ci rC)l~f"""-··""" ___..,._.......~'-- ,,~,v-


I stances on which:yqu base ~rour recm for dispo£:!i.t,ion,y6, n~o. ~, ~.. / t 


ieM-OUT ~g520 (May 49) vr: ::23Z .vr'r!:::/:1:;;/;(~(/fjt' 
E

'II V, 

I 

,,;;,: De ' .

," .". classIfied ........... , .' . ' '... ,.. ' 

Authoritv-Gene· , !T ' , ' ,-, 
Daf6 .' :' re ,', J~C'a~siflc:atiDn SC~~I:I'e' , 

" "' . 
• 1'­

, " .:' . 
• ~•• '. ¢. 

I, MlLl0li16' 

, '" ~ 

'.' . , ',' 
," 

:~", . 

~ " . 

• > ; 

, 
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UNITED STATES .. 
ATOMIC ENERGY COMM.ISSIO~, i.;. ," "WA~~'I~TO~,~5':~~C::~""\';~~~~;~:i 

'Jiaroh 29i~il'949 
,,: " ' , . , " " 

, ,~ 

Dr. Leland Howa,rd ' 
" ~",

,',' i-b Assistant Director 
Bureau o£ the Mint 
U. S. Treasury Department 
15th and NeW York Ave. ,'N~' w. 
Washington' 25,' D. C. . "\i\'i)"''/ 

~' r 
: Subjects' Purchase order SF;;'Sll-49, t:a'se Nei. "925 

. ,t_ ~ 

Dear Dr. 'Howards 
.:C' 

. . " If.,. 

Enclosed is Purohase Order SF':'5il":49,~>Ciis'~ :N~h..;:· 9'25, 
Oovering,l2 "~ld Rods" 1/4" d18~ x,:~'~~SlQng', lor use 
at Atomic Energy Commis8iori~"Los A.le.mb:i(;:~r9ii'e.n~~lio·,: 
laboratory, Los Alamos, New'Mexico.· ",~,t.;~> ":','/ '\' 
,It is requ~s:tedyoti app.r,ove. this .or.~er':,and f~rwe,rd::: 
it to tbe"NewYork 'Assay 'Office for .fi1.1:ing'~,.":,.:,;', :" 

It is further' requested that the' bill, co;ering this 
material be sent AirMail to this office for forward­
ing to los Alamos tor payment.' 

Any additional informs.tion requir~d oanbe obtained 
by Qontactingthe underd~ed', COde,i\44'~"'ExteKs\lon: '576. 

. . ',. 

Very truly yours, 

:. ....
:JJ!) t I ~ , . A/I)./Y':· . " 

:F.M.~~ 
,-" 1;~. ,,>' Procurement ']mgllieer; '/.... C:;:····;' 

.' Business Opera:Hons. " ".:," 
, , ,. . - *";. :.,~.... . '~~....~: '"I,:~' , . 

Enol. ',' t., . 
P. O.SF-511~49 (quad.)' '~,: --.... "'. '" " . 

, " 

I 
I, 

." 
, .•, .~,; ., 'I 
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-PlYin, to· ,..~ lItiterof Dnhi'1~'::1949~;~tiiA.;j".:;' . 
. ":, ' ' . ,':' ::" ,".'" 

70V ............... ,.,.. .u.. the .c44, ta8; .,' 'l1I'4tiecl Me•• 

'.lttld4' ...r:,; O~10~j bc...",~'_t.b \;he"'k of . 
• " • ""';• ", \ • • • • ;. .', "J' i <~ '~ .'; :' :, 
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'." ,-,((81&!7- ,~' ('to ~,',' .. ~"·; .. r , . "', ... JI..i 
" ,.' '."'" ,.' 

" .' 

.' , na ~,~' the tao \ , that thl- ta • ~~d:._~~.· 
. :", ". , ... ', . . .... ,. . 

". ,. ,<""' •• ' •• 

theaet.raneac;w'cn•• ·mq,be~conduoW without;':&f~"~UI'1gOl.d. 
. ," . ",', . ." . '.". ": ....; ,;.. \'. " '.".' . , 
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, d31~ned )'Nellle Tayloe ROSS 
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TREASURY DEPARTMENT 
UNITE'o STATES MINT SERVICE 

' 

SAN FRANCISCO 2. CALIF. '" 
..",;.; .I 

OFFICE OF SUPER'INTENDENT 
, I 


UNITED STATES MINT 


..roh 17, i949.,. 
AIRMAIL " .. ' 

';,,,.1, i' " 

Dir~otor of the Mint, 'i)" / / ., 


Was~ington 25, D. C..! ;' .,;.( 

t :):., 

Dear Madams ';
i . '. ' :. . . .\i:~«:.. .:~ : 

. I Kindly find enclosed copy of. 1T\'f"letter :of.: ,this' date,to'~. George 
Ude:ll, Director, Supply Division, U., S~ AtomicEner.gy Conunission, w~lich 

.1 wishes to be authorized to purchase substantial quanti ties of fine gold 
Ii in :connection with the work of ,the Commission. ' . : .. : " , 

1~ I it is assumed, that the Commission would de'siX'e'~o expedite the'. '. 
issiuanca of appropriate permission ana licenSe a,l1~.w:e, Btl~I,ni.~.:;t?~ matter 
and our action in the premises for your consideration aDd poss ible further 
El. t~ent ion. ' ' ,-. ' .' . , 

i 
I 
I 

I
Enclosure 

I 

I 

I 


" : ~, :, . • ; , 'I .:' 

I 

::. "e' .. .,'" 

':,:,.,. , : ,.' 'ii' ~., ! ~... ~' • 

:' ;. 
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"It " 

-FREAS\) RY, ,6EPART,M;~~!.I' 

, ..' ".:,:';;,\ :i· 

~<- J.}' ' ,. ,"" > " '" ',~{ ,:t",d '\', ,"' 
",",~ '. UNITED STATES 'MINT SERVICE :y""" ",,'

l. 

"':':.'~ SAN FRANCISCO 2,·CALIF. ">.,:,':[ ~ , 
, ,.(' ~ 

" " 

, " J', 

Mr. ,Georgo Udell,' , 
Direotor Supply D1v1eion, , . , 
ll~ ,S.. ,Atonl1o Ener'gy Commiaoion,,: 
LoB Alamos ,Np *%1,oO~'. 

,. , I, 
, , 

-,\'.' . 
Deal' Sir. .. "", .', 

, , ' , . " " "I , .nndly be, informed: thet Hr- paul ~., ~odbreQd, ,~f ,;t.h•. U.~'iS. ,A:tq¢o EnerfY 
OOTlIlIl1is[lon, ,lbs.,ADgelei·, "calif.~n1a ...dvil~d, by' phone ~da'i, ~tlYOl:1 ~8hsd to 
be 8.\lt~or1Ied to purohase t~ gold f'r,om time, to t:Lllle,;:1'h::.. 8ub..taDt~~1}lU9.lltit1ee.' 
JAJt •.Good1:>re..d :we,a unoertain. whether it ,.,a. the, inte,nti9,,!I:to, p.ur,~8e ,suoh gold 
trom a lalnt or frOM a 11oGn8ed" refiner .:,\:\';'~:\:r ' .: <, ;'",' '.

I " , .• , .:, "" ; ,"~ ;', I, :..... ,~

I . "i: ,;.':J:'~"', , ' ", _', ,'" '.-~;,f ~.f.;';~·,· :: :',',~:. .,t",,;,: i'l ,,~,~ .' . . 
I ienolose forms 'of Iil.ppli~l\tion £'01" iii. Federal (;01<:1 license, .~~~, Ta-12 and 


TG-12 SupplcuOIIntary. The fOras. upon oompletion, should,bf) ·8ubm1tted to the 

U.S. Mlnt,Qanver, Colore:cio, a8 the appr'oprie.te, mint ,1'oreoeiv8 andproo.~B tha, 
aa•• iInformation lUI to the purpose of suoh app1ioa~o~;.ho~ldb.' 'given on ,~!.t­
forms a.ad it'lii. query or theforml is inappl1oable,"t~~ ~~t,',!houldbe sUltet. 
Th. t:'o~m8 do not have to be.orn but should be oompl.~t(id,; Blgn.(l;~J~d, 8ubm1tted 
indupl1oate. In hem 4 o-t the Ta-12 fOI'ln theresnou'ltl. D.~ lnaer'te,d an ••t1_ te, 
inti~ troy ouno8., of' the amount of !';old that you wouid have ,on hand. at 'any 
one t~, and this has".rets!"snoe to th. ounoe' limit 01' 'anyUoons8, issued. 

, I, .',,' . " , , ", , . 
11 enclose. a oopY, .of the· Gold R8&ult. tiona, inTltlng,:" ttention, .among otlll!lrB, 


to 8fIotiona 64.22 to 64.27 .. ' ' .,' , '. ',' ' 

i ,'., .: ,,;:',"" ' ..' ','" ", ',"" "', 

Aa proy'ided in ••0t.101\ 64.44, gold is aold by th.mint.oto,~uth01"h.d persone 
.01' '!'lt1a a.t .86 per fir..- . trey ounoe of gold (plus one' t,9urth of 1 peroent _,No ' 
baro~rr;. -18 iJnpoeed on gold bare of Q fineness bel0l'l9~9 thou~ndths whBp&rtlo­
ular s4zu mofineness.. ar.~ I!-ot r~~~¥.~~~d. J3ar. oha.~~.• :11/'11~,'})"':~d8 tor OOr8o£ 
I\. t1Jl.~9IJ ot 999 thousandthaor above, for' bars Qt. par.~iau.lAr~~.ffn.enefl8, and tor ' 
bare Of partioular siseB, whft awe! such bare tAre. r.q\ifl8~ed:JIj\nd,.e:vailabl.. Bar 
ohargee vary from 3-3/4; to ui¢ per $100 of gold ,value. . ,.... " . 

1 ,." . ':,' , ~ . 

The appl1oe.tlon tor a Fe_al gold ,lioense 1Vouldb~:'mailed to theu. s. mnt, 
:Dan".r~ Colorado. We aS8ume thft.t,1t would 'be unneoO,8t5fi~, to:;furnish anyr,efe:renoe8 
0.8 Bugr::oatGd on page 2 of the Ta-12 Supplementary :t'~,•.,"In.,:the ';~,!ont tha:t.;,upon 
author'he.tion being groanted therefor. you are interoetadlnpuTohaalng fin. gold 
ot tho iMint. tho U., s. mnt,Denver', Colo.,_ will :t'urnf.t!,~ll partioulars 88 to suoh 
transaotions., ' ' , 

I Very truly yours. 
. , ' I' , ,~'" ' lsi Geo. B. Gillin 
,Enclosuro. Sup8rint.nd~nt ./ ,.' 
QC Mrrraul M~ Gooclbree.d~ U~8.A.B.O., 

P~IO. Box 9007, Station',' 
<LOfAngeles 5 California. 
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".1. ...t.• '.~."".al" 
WaUlJIClO1l :2i. P. ~,~ 

'. \ 

Dear: 11'., ~ldmu ..... ·';'3~:·: j ,:.;.(,/,\ 
. . . I .h8,V;8 Jl1U' l.;\~ Oct Jrtb,..i7 '.~"iM8' . 
repabB .~ .tinSel lD~':~~~": a.:,.. 
Pen of lIe.w 1'ol"lt. . ,': " . . iii' . 

.. • I. ,~" 

. lilt .tft. ...... •t... '" 1;~':·~.~(~t!._11,..,.,.· .... I u.,,'e' d. '•..:~~_d(· . .. 
_ •• ' •• ·*t.e~'~tla·ht.. TOll...,.. :~':Q_iIt4. .' • 

. '~l 18J14 al).· ..ttl..... po.ft"'~.· t~r~~:~~~~i~~

. I ..~.~l8.ttu b. 'attmed;t.·l1I,tll.~::l''''''''''',


t1'. _ ....ft1...: . . ...< .,. . 
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To, 
" '~ , , 

From, 

Re, Puroh&.&e 4,500 troyounoes:gold tor 
Rook Island Arsenal 

At ,Mr. Boward,'s suggestion; I phoned Mr: ~obin 
at the New York Assay Orfice regarding'the ,status .~of' 
this oase. ' , '.',,',',' , ',"'7 

..) '.".: " 

,Mr. Tobin said, due to the specif'ioation8,:t~ey 
had to make speoial moulds to handle this t~saotion. 
He said they had started it, 'immediately>'tipon re'celpt 'of' 
the Direotor' s letter and that it should",oe finished:'" 
either Thurs'day or Friday of next week. ,':"',' " , 

Mr. Tobin also said they would have to have 
payment tor ,the gold b,efore shipment could be made. 

I oalled Mr. Womeldorff (AtomioEnergy Commission 
l44: - Ext. '576) and relayed Mr. Tobin's ,message.', Be said 
he would phone Mr. Tobin regardi~g payme17t~ 
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K.,Pu,roh... 4,.500'~1'O)" ....·,"014 for, 
look leland. An_I ' '! 

\ 
i 

At 111". Boward '., B\l&Seatioll, I phoned )fl". Tobin 
at the I .. Yon Ass'a'S Otrloe regarding,the statue ot 
thla O6e..' , 

, ~;'.' Tohin lald.' due to the sp~oit1otltt~~' :thq 
baG tio make apeol",l mou14s to h&ndl. :tlib' 'transaot.10li. 
He ••:lei ~y had atartsd 'it', 11R11l$d1a~1¥ ''''pOn:' rec~~p't" of, 
the Dlreotor'. le.ttel' and' tbat' it should,.be finished ' 
either Tburfiuyor Friday 'ot next w'eck'~:::,',~;> ' " :;;, ;, 

",' • '''... f· ~ 

:41",.' To~ln abo said',they would have tobilve 
pa,...t tor'tlle gold bet0l"88h.iJ:'!llient ,00",14 be ma<!e. 

, I called III".....14orf't (Atomio mergy Coan1saion 
144 ... IU. 576), and relaJ84 ill". Tobin·s mlNtaag":' Ife saiel 
he would. pb.OIle Mr. Tobin "prd1ng piA;yment. 
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Ao,1111 S1&periaflenAell\ ,,' , 
hl'eel 8\at.1 Auay Offiae 
leW York, 1'. t. 

, " 

Dear, Sll'1 
", 

.a101.4 1" lit. o'oW ot a 1.".,"" tN. the, 
Unit" I~a'•• At,ol1l1c E~.r" Oo_l'll~.. ....... , 
Ja1!'DA'l'1J!4. 1949, 'opiher with a Purah&if) Order 
tor 4500 tro,. 0.... ot ge14" Whloh ~. to ,"be" 
_1pp84; ,to 'he lMk 181"- ,A.r..DAl at ..1100k . 
181,.&n4,' ll11ao1.e.. ' , ! '. ' , ',',',:' 

• '. < I ' ... , ..~ • 

"rleat. handle this traneaoti0!11. t"e 
u8ua.l u.t~l'uQ'., It: ws.l1, no' be lulOHaarr that a 
Hoene. be s..11.UJ4 '0 the ltoak I slant Araenal.

,- .',' ',' . 

'..: _J .,_.~, 

, . '~, . 

, Dlreotor ot the Mint 
-\,'!~\ia~ ,'; ,. ,".~ . . , 

" ' 

,,'\ 

,',:"(i~'J..¢.... )' {J 
, ' 
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" .....", ,,".... ;' ': ) " ,~ 
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I UNITED STATES 

I : ATOMICENER.<3.Y ~OMM.ls§'9r'k ". 
WASHINGTON 25, D. C". 

, . - \ 

In reply refer 'to: 
FBOF/FMW/76l '. ',It:"";", 

January 24, 1949I 
. :,­ (": " 

~. '.... 
, ; < I 

" '. , j: 

:';',1'":; 

U. S. Treasury Department 

Washington,·.D. 0.: ," .. , " 


'", . , 

Attention: .. Mr. F. Lelarid Hows.+d,.·Assistan-t .,Dir~ctor 

. Bureau of Mint . 


Subjects Procurement Requisiti?n(JU)-1l-0!0:7.49-4195A·' 
,.~ ,., .:. . . : ... ;,;~<~;;~-.>'" . . 

Gentlemen: 

Oonfirming our telephone conversation withi6u on January 10, 

forwarded is Requisition ORD-ll-070-49-4105Afrom Rock Island 


.Arsenal' for 4500 troy ounces of gold anodes"for your approval 

and transmittal to ,the New York AssayOffice.'" '.' 

. Rock Island Arsenal has cited their appropriation," both for the 
material and transpol7tation•. As' no 'mention of escort ,for ,this 
shipment was made, it is suggested that the material be shipped 

. by Express on Money Waybill. ' 
, .' 

Your assistaneein 'this matter is very greatly ,a,ppre'ciated. 

Very trUly yoUrs" . 

'lome orrf.:' 
Procurement' Engineer 
Business ~perations '. 

Encl: 
P.O. ORD-ll-070-49-4105.t (dup.) 
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. ,j '.~" ," CASE 1\70. 761 

Fw 
" , .; 

U. S. 'r:rp.ll.sury' .'. ; ':' P,~:,~:e .J of 2pHge!;1 
A ~ ,~', 'Wa.shington, D V. . ..-r I 

. ,':·Rl?,qui sit ion ~To. 
Shiti to: Comma~din;,; Officer F:ock I d::l.nd~r8~J?-;;.1, , .:i'::ORD":ll-O 70-l.t.9~1..L]05A 

. . 
I ~ 

Rock Island, Illinois. Dtf!pt. D~.Sf;q:p R 
."J, ", ' ,I. 

Stock No. Nomenclature 

I 

.I 
 Hateria.1 on this ord.er nril",t be , 
I 

Addressed for sh~pment as follows: 
Commanding Officer 
Rock Island Arsonal 
Rock Island, Illinoi s 
P.O;' 49:"4105A ' 
Dept. DY 
X~ o. l500-W25 (AP), 

(S'ee Cont inuat ion Sheet #2)' 

,::' ":;' .... 

"~. ":- .", . 

" , 

Signed: Frances B. Vincent, Deputy 
L. R. Viers. ,.' 

, 
' 

Fiscal· OfficerI 
APPROV'FlD :BY: 'I" 

Sip;nec.:'·':Jo!'\eph F Curll;'Y 
JOSEPH' ,F',' CUELEY 
CHIEF.;.' PE6CUREN'E~ DIVISION 
COl~'!'~.ACT INti,' Olf~' I CEE 
FOB: PAll, H . r.r:NTOlI 
..' .'.'. ,1ST l~T ORD DEPT 

~: .-,.' ; " 

.':A.CCOUNTABTJ.::: OFFIO'Er 
",. • ~ • j " 

" , 
' .... 

13 J:C:l,nua,ry 1949 
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