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- count iith the Federul Reserve Bank of New York is authorised under

CED AT THE NATIONAL] ARCHIVES

- Folder No. o @C;M-%’/M
BANK FOR LNTEREATIONAL umnn‘ra s M/u

‘ 'ilic; 22nd May 1948

AL»/éZbau %ﬁ7/+f

rcdﬁral Reserve Bank of New York, /o Jubp

% 4
Dear Birl, - ' | - Y 77//;/#/

According to the lctters txchantad on 13th May 1948,

‘between NAr John ¥. 8nyder, aocratary of the rroasnrx and our Chair-

man, M. Ianrico rraro, phntostutie copies of which are aitachod, the
transfer of the undermentinno¢ property held by the Bank for later=
naticnal S-ttlantﬁts in the United States to a xp¢c1a1 blockéd ag-
Executive Order No. 8389, as amended, notwithstanding Gemeral Ruling
Bo. 11 A, &s amondo&. | -

In ncccrdanco with thals dlolaian ve. should therefors be
oblized if you would open in your books, in the name of the 3ank
for Internationsl Bettlements, the speciasl blocked account to which

reference is made in eh. letter of the seqrceiry 6f‘the Treasury.

As the auognts :hieh have to be transferred to ﬁhe special
blocked acocunt‘a:o of different nitnrou,.wo would suggest that tna
account should be divided into three nub-acccunti. ¥o should be
oblixsc if you would credit these subezccousts with the umounts set
out below: |

Sub=account 1

\\\ 1. § 32,553.34 Doller :ecount’ot‘the‘ndnk of Japan for
- ‘ ;h;yaccount of the Japanese Tressury,
CKYO.
\\\2. 5,825,858 Dollar account of the Reichsbank, Berlin.
3. 33.319 77 Dollar sccount of the Bank of Japan, Tokyo.

-

Ao 105.52 Dollar account of the Hational Baqk of
Hungary, Budapest.
5. 2,157.80 Dollar acoount of the uutional Bank of

Roumania, Bucharest.

6, 44,817.33 Dollar account of the Butional Bunk of
- Yugoslavia, Belgrade, , .
7. 595.12: Dollsr sceount of the Bank of Estonia, « v
, iitallinn ' o

T
i <
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8. & 8,045,89 Dollar account of the International
: ‘ Labour 0ffice, Geneva,
9 12,604.40 Dollar accounts of the Union Inter-
‘ ., npationale de Begours, Geneva (held in
General Ruling No. 6 and other accounts
under the nsae of S.A. Fiducisire Suisse,

, Ocnou) .

 Total $140,064,75
| Of this total amount of $140,064.75, please transfer
$128,215,35 frcm'oﬁr account B in your books, 16 complete the
total amaunt, you vill receive from the Manufacturers! Trust Coe,
New !ork, the sum of $11,849.40, in accordance with the lastruc-

" tions givea in our 1etter to them of today's date, a copy of which

18 enclosed,

7. Fine
) ozs 82 2910473 gold held earmarked st the Federal Reserve

Bank of New York in the nume of the Bank
for International Settlements but in a
separate aceount for the Bank of Estonia,.

3 ~ Tallinn, :
10, 289,255 Deposit aceount expressed in ounces of fine
: gold deliverable in New York held for account

of the Central Cormission for Rhine Navio
getion, Strasbourg.

Totsl Fine ozs 82,380.728
| Please transfer to this subeaccount the following:
(a) 206 kold bars eontaininn 82,291,473 fine osunces to be
taken from sur eurmarked account No. 5 held for account of the Bank

of Estonis, Tallinn; ‘
(b) 1 gold bar No, 022553 (Melt No. 3652) containing 370,794
fine ounces to be taken from our earmarked account No. 2, Of this
bar, an smount of fine ounces 289,255 is due to the Ceﬁtral Commission
for Rhine Navigation, Strasbourg, in respect of their dsposit aceount
above mentioned and the balance of 81,539 fine ounces constitutes

our own free property.
|
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- 11, 9271,389,35 (approx.) Dollar scecounts of the Bank for
B International Settlements as Fiscal
Agent of the Trustees for the donde-
. hglg;;z of the Oerman External Loan
- : ’ 0 .
12, 7,238.81 (approx.) Dollar accounts of the Bank for
: K International Bettlements as Trustee
for the dondholders of the German '
Oovernment International 5% per cent,
: . Loan of 1930,
13. 20,067.46 (approx.) Dollar aceounts of the Bank for Inter-
: national Settlements ap Trustee for' the
bondholders of the Austrian Government
Internationeal 7 per cent. Loan of 1930,

Total §208,69%.62 (aprrox.) -

Please tranafar to thisvsub-gccount the sum of %683,75 held

in our account entitled "Trustoe Daves Loanf in your books., The
remaining amount will be transferred to you dy Messrs J. P, Morgan
and Co., Inc., !eckrnrk, in accordance with the instructions contained
in our letter to them of today's date, & copy of shich is encloseds
Aceorﬂing'td the 1o§tara of 13th May 1948, withdrawals from
the above=xzentioned speciai blocked accountvshgll be prohibited withe
out thc consent of the Treasury Department of the United States or
any other United States Department hereafter authorised to administer
blocked funds, .It is, hoxever, understood that by reason of special
circumstances certain propefty descridbed above nay subsequently be
unblocked upon request of the Bank for International Settlements
presented by application or otherwise, Ve enclose, for your infor-
mation, copy of our letter of today's date addrecased to the Treasury
Department, ﬁaahingtan, in this connection, F
All property held in the United States by the Bank for Inter-

national S8ettleczents other than that lpueiftcdvabove i3 to be considered

4
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(" '{n sccordance with the terms of the abo#e-mentioned letter of the
| Secretary of the Treasury, as unblocked and need no longer be regarded
f ‘u subject to the ,’proviso of paragraph 1 of General Liécnse Ho. 94,
i‘(,fg"‘{ as amend&d, or otherwise blocked,
| We should, therefore, be obliged if, after making the trang-
| fers to the special blocked account from the Accounts B‘ﬂ.and Trustees
i Dawes Loan mentioned above, yeﬁ wonid close these accountﬁs and our
8pecial C account and would trantfer the balances to our free F
account, The securities (Bankers Acceptancea and Pinance Hotes)
held for the B and 8pecial C accounts should also be transferred to
our free 8afe-Custody Account ¥, A
Thereafter the Bank for International Settlements will have the
following free accounts with yous

Cash Account A

Cash Account F
B8afe-Custody Account F

Gold Earmarked Account No. 2.
We should be ohliged if you would kindly advise us by cable of

the execution of the above-mentioned transfers and also of the balances
shovn on the respective accounts aﬁfter these transfers lave been
effected, «

A copy of the present letter has been sent by us to the
Treasury Department, Washington, '

We wish to avall ourselves of this opportunity to extend to

you our sincere thanks for your kind cooperation in this matter and

-4
1

Yours faithfully, |

H

BARK FOR INTERNATIONAL SETTLEMENTS

beg to remain, dear 8irs,

(Signed) R. Auboin (81gned) Marcel Van Zeeland
General Manager ‘ " Manager
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J
QOOTE 0. 111 FOR PRESIDENT ALLAN SPROUL,

... | INGROER T0 ANTICIPATE TUE DISPOSAL OF THE JMOUNT commmxc T4

| * PART OF THX GOLD DOE TC TME BANQUE LE FRANCE FRON THE nlsmmuncn m n:

< )p\ _,,-:‘.
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i TSR Sh
E:va or "5,0&,000.00 HRTLY

ABOUT $5,000,000.00 IN GOLD BERNE AND LONDON
ABCUT $10,000,000.,00 IN GOLD SFW YORK AND
$10,000,000.00

THE TWO LAST MENTIONAD RYING SUBJECT TO OBTAIMING LICENSES AMFRICAN TRFASURY

0 DISPOSE FOR THIE PURPOSE AND FOF TH7 MINTIOBTD TRrwIon
PARICR!PH 1 4BOUT 9,000 KILO FIKE GOLL DEPOSITEL AT THE FEDFRAL
PESEPVE B2NK OF 4F¥ YRR K YOFK OUE ACCOUNT MO 2
PARAGRAPH 2 $10,000,000.00 IN CUR ACCCUMT B.
, THY JMOUNT OUTSTANDING WILL BF FEIMBUISED 50T L/TER THAN DECRYBER 15TH
1947 BY THE B3CUE DF FRUNCE VHICH WILL KEMIT 70 THZ CRZDIT OF BANK FOR

_—

INTYRUATIONAL EETTLB(ERT‘ A? THE FEDERSL Pfﬁm BANK OF REY YORK NEW YORK
THE AMOUST OF COLD AND POLLARE PUT AT THEIR DIBPOSAL AT TuE BEGIXRING OF THE -

OPER:TION BY THE UEBIT OF OUR ACCOUNTS X0, 2 AND B WHICH VILL THIS EE

” fom
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SEND TO FILES
OCTUBER 9, 1947

SENY BY -

COPY OF TELEGRAM

=
I
3_»\& OF GOVERNORS WASHIBGION, D.C.

-2-"

CCMPLETELY KESTOHED AS THPY VERE BEFOKE THE OPSFATION. VILL YOU PLEASE ASK
FOR NECESSARY LICESSES IF YOU HAVE MO OBJECTION TO THE ABOVE TRAMSACTIONS.
m{'s FEGUFST DMPLISS OMLY 4 TENPORARY OTILISATION OF CUR BLOCKED FUNDS ma
THE PURPOSE AKD DURATION MEFTIONED ABOVE VITIOUT PREJUDICE TO THE ‘GUESTION .-
of TEEIR mmnt-awm mgxs FOR eo-pgmmu PLEASE CABLE, . .

EF '3 BANK FOR IR‘!’EJ!NATIO:I‘LL mm *morz i
{@m " 1 oy '
ﬂlf " ﬁ%;m :m:'r\n t

ek o TR E "‘*-vw e
nrrmnz VBHHE.R I‘.l‘ E’OULD BB PRI-:PME‘D OH a.PPLICMIOH m I QUE '!’KZ M, -

LICENSES ’
I .
TIYE VE ARE r’f'mmn.r STUDIING THE MATTER AND SHALL REVEFT TO IT SHOFTLY
FOUR IF IT 1§ FELT THAT THSTE 15 Mo OBJFCTION TO THE TRANSACTION AS PAR AS THT SYSTD IS

COhCUKE.B WE WOULD LiTIR OF MiKE mmu, APPLICLTION TO TEE TRFASUKY FOR THE

qECrcCLPY LICTUCSEE,
EKROKE

Ooos>
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ThlS study is a comprahen31ve survqy of the B I S from 1939 to the

preseﬁt. Its purpose is to anaxyze and appraise the documentary ev1dence so

-far évallablel/ regarding the wartime operations and policies of the B I. S.,

2

and to ascertain its present status and prospects._f}"A%

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

conclusions, it has been necessary to present the account of the B.I. S act1v~
ities in all the relevant detail. The supporting erldence, however, is 31ngle-
spaced in order to distinguish it for the reader who is interested only in the ';J'

main jtrends and policy.

I7 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.

¢

*
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(a) deblocking the B I So‘f;

emergence- of three problems having to do with-'f

fundg in the United States* (b) ascertaining t‘e B I S. stake in the German

a7

settlement: and. (c) coordlnating B.I. S. activities with those of the BrettonL

Woods institutions. , - fof

The documentary evidence on the B.I.ngpolicies and operatidhs from
1939 to the present, made available to us by phé“B.Igg., together with various
Britilsh, French, Dutch, or other non-American sdurées,‘are believed to be

accurate and definlte enough to warrant the follOWing findings:
1. Neutrality Policv :

A. While respectlng the Allied blockade introduced at the outbreak

of t%e war, the B.I.S. enabled the neutral central banks, prior to the German
occupation, to send gold to the United States; and it was even able to safe-
guard gold physically held on the contlnent of Europe that the central banks

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

to the United States.

B. It made it a rule to carry out gold operationslonly\ifiii’ob—
tained formal assurances that the’gcld even before the war was in the éwnership»
of tﬂe central bank that wished to deliver it to the BQI.S-~f0r exchénge or
purchase. fhe B-I.S; maintained as complete a documentation?as possibie with

regard to the gold received; but it has not always been in a position to check

the veracity of the statements made to it. When an investigation, initiated
in Sgptembef 1945, made it possible to identify among the gold bars received |
from|the Reichsbank through the intermediary of the Swiss National Bank, some

”
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’

'{gnld that the Natlonal Bank of Belglum had deposited in 1940 with the Bank of |

- ‘France, the B.I.S. offered to restore its equivalent to the Bank of France..‘

G. It took safeguardlng measures in favor of the countries occup1ed

A}bj'Germany, Italy, and the Soviet Union by declining to execute orders that
would have implied‘recognition of political and territdriai changesbnoi recog-
niéed by Great Britain and France§ by réfusing to comply with contradictory |
instructions received from two managements of a centralvbank, one remaining in
the capital of the country concerned under Germaﬂ otcupation, and thé other
established in London, by refraining from effecﬁlng any remittances of foreign,
nexchange to occupied countries; and by aither suspending the distri%utlon of its
lelgends or making the distribution without an actual remittance of foreign
exchange. | )

D. 'It restricted tnansferS'of the B.I.S. shares in occuéied countries _
to casés such as those arising in case of death; avqiding all transfers of an
abnormal character, especially when there was any suspicion of duress.

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

the annual general meetings were all held by proxy. It had, as chairman of the
board of directors, a British citizen up to the end of 1942 and a Swiss citizen
thereafter, and an American as president during the whole war.,

2. Principal Activities

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

by acquiring gold, representing last November one quarter of its total assets

(and! now representing about one fifth because of the recent reinvestment of
‘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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in Germany under the Hague Agreements, all credits by the B I S., as well as all
inveétments made on indlvidual markets since the bank comméhced operations,
either have been recovered at their full value, or as regarés certain rather .
insignificant amounts ‘st111 outstanding at the present time, have been amply
secuyed. ‘

‘? - C. As a resuit of a'balahce sheét totai{of 494 million&SWiss‘gold
francs on February 28, 1947, 203 million consist almost entirely of investments 1.73
at sight or short term in gold, dollars, or 8w1ss francs- The remainder . con- |
sists of investments made in 1930-31 in Germany under the Hague Agreements,
whlle 229 million on the liabilities! side represent 1ong~term deposits of
various governments, likewise in application of the Hague Agreements.

3. Present Status‘

A. The basic problem now facing the B.I.S. is the consequeﬁce of the
tying up of its ﬁermanent resoﬁrces in Germany as~a.resu1t of the bank's explicifv:
obligations under ﬁhe Hague Agreements- For this reéson, tﬁe B.I1.S« Has re=
quesked the "creditor governments" under the Hague Agreepents: (1) to abstain
from any action that might affect the rights of the B.I.S.; and (2) to reserve
the rights of the B.I.S., should the treaties or agreements in fbrce be modified.

' B. Furthermore, the future of the B.I.S. depends upon tﬁe place which
will be given to it in the new international financial éet-gp. There séems )

be no haste to implement the Bretton Woods resolution calling for its liquidation.
Indeed, the functions that might be eﬁtrusted to the B‘i-s.‘appear émple énough
‘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 bankfs board of | 2
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directors. As to the voting powers, over 50 per cent are held by Wéstern European

”;E'central banks, those of Gentral and Eastern Europe controlling about 19 per cent-

o The United States holds 9. 9. per cent, although it has never exercised the right
. ijfto vote; however, it may have of necessity to intervene in the B. I S. in its o
'capacity as the sole occupying power of Japan and as a partzcipant‘ln the

occupation of Germany, the only other countrles holdlng a large proportlon of

‘the votlng powers. The predominantly'Western European character of the B.I.S.

is also apparent from the geographlcal distribution of its assets and liabilities.
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I;"NEUTRALITY 'POLICY

- 1, Statement of Neutrality POllCV _j;f u‘

In order to provide a clear and precise definition of ita neutrality

pollcy, the B I.S. took the 1nit1at1ve oftmaklng on December 18, 1939 a declara
tion in which it apecified the kind of operatlons from which it intended during‘;

the war to refrain on principle, irrespective of ite etatutory right to carry on %?; h

such oneratlons. This declaration was merely a public confirmatlon of the self-‘ .

imposed rulee of conduct observed by’the Bll S. since September 1, 1939,

The following are the relevant extracte from this declaratlon, a copy .
of which this bank received on February'B, 1940z !

. %(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 financial 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 snother country with which the
former is at war;
(b) from holding in its own name for the account
- of the central bank (or other institution)
of a belligerent country gold under earmark
. or other assets on the market of another
country with which the former country is at
war, - o N ‘
(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 ine
directly within the categories indicated above."

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

liee"ents against Germany (apart from Poland) and had ‘the largest interests in

000000068

2058‘?1‘



http:above.1I

DATTUE NATIONAL ARCHIVES

‘the

corresponding to the undertaking required by the Brltish authorities of banke
" dealing on the British market, with the result that the B.I.S. was . relieved of

" making a special deolaration for each operation. As to the Bank of France,

B.I.S., found this declaration entirely satisfaotory. It was accepted;as

which raised the questlon of recognition of the terrltorial changes imposed by
Germany, it was also fully satisfied when the president of the B,I.S. signifled

to the Governor of the Bank of France his agreement to the principle that "the ,

 bank will not effect any operatzon or take any decisions entalling the reoogni-

tion of changes of a polltical or territorial nature whlch have not been

unanimously recognized.“l/

2, Application of the Neutrality Declaration

The neutrality declaration was applied as follows:

A. | Gold

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

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

of their reserves and, in particular, to send part of them to the United States.

In applyxng 1ts neutrality declaratlon, the B,I.5. adopted the prznciple that 1t

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

Bol

property of a neutral bank and had either belonged to that bank prior to
September 1, 1939 or been acquired from another neutralAbank. 'Under these cir=-
cumstances the B.I;S; had no difficulty in obtaining the necessary“Briﬁish
navicerts and American 1icenses,l In interpreting this general principle, the

O, stated expressly:

"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 "The Report of the Management to -
the Board of Directors on the Period Since the Last Board Meeting," made
available to us by the B.I.S,

&
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country the practical result of;which would be to avade f” .
the enemy blockade by supplying the said eountry with o
gold or fbrelgn exchange overseae. 7 T ‘

"On the other hand, the Bank Was able to render eer-_, ..
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 taking out. insurance policies at an o : 2,
acceptable rate."i , e Lo R

Such operatione were fairly extensive in the early stagee of the war, -

Thus between August 31, 1939 and March 31, 1940 the B.I.S. helped central banks - g
ofvstill neutral countrieskte acquire gold in the United States to a total of
21;000 kilograme (eqnivalent to 23.6 million doilars), and it sent more thanA-
16,000 kilograms (equivalent to 18,6 million dollars) to the United States for

ite own account 2/ | | B

b. Response to American, British, and SoViet Declaratione.' In COm=

pliance with the precautions as to the origin of the assets and partlcularly of
_the|gold transferred to it, which it had ‘adopted at the“outbreak ef“the war, the
B.I.S. took note of the declaration of January s 1943, in whlch the United

Nations gave formal warning to persons and 1nst1tutions 1n neutral countries

a :
1/ “Report of the Management to the Board of Directors on. the Period Since the
Last Board Meeting," page 8.

g/ In order to help neutral banks niShing to send part or all of their gold
abroad, the B,I.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
of military operations, The bank was able to bring down its charges in
this connection to g figure that "may be regarded as moderate considering
the circumstances" (between 3 1/2 per cent and 2 1/8 per cent), In order _
to limit the risks incurred, the bank had fixed a maximum for its opera=
tions so as never to have more than 1,500 kilograms at sea and 1,500
kilograms in transit by land. ,

After the invasion ef France, the bank had itself to organize. tne transport i
of gold from Bern: to Lisbon, whether for its own account or for its cor-

respondents,
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concernlng property of Whlch the occupied countries had been despoiled. Likewis

dated February 2, 1944, on the subject of the purchase of gold looted from

occupied countries by the enemy powers~ _ D

\
“Without walting for -an authcrltative interpretatlon
(especially as regards gold) of the declaration of SN

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 concerning

the origin of the gold to be dealt with in the operationsr_/

Consequently, the B.I,é.frefused to carry out oceratiOnshfﬁat did not
provideAsufficient gﬁarantee. Thcs an offer by'the National Bankﬁgf Rumania %o
‘deposit with the B.I.5. a considerable amount of gold received from Gérmany was
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 efféct'that the gold in question

even before the war was in the ownership of the central bank that wished to
_deliver it to the B,I.S.:

. "The gold transmitted by the Bank of Italy {as part of
the arrangements described on page 31 had belonged to it
before the war. As regards the gold emanating from the
Reichsbank see page 28 , the B,I.S. since 1943 had received
only the amounts strlctly 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 transe

~ 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.5, and, for the transfers
received 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 period 1930-31 and con=
~tracted in application of the Hague Agreements. The B.I.S.
also demanded and obtained on various occasions the assure
ance that only gold would be transferred to it which had

rﬁenort of the lianagement to the Board of Directors on the Period Since the
Last Board Meeting," page 31
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belonged to. the Reichsbank before 1st September 1939 and
the checking of the marks on t?e gold bars revealed no
indlcations to the contraryx“luéb,;ﬁ }N{a4_‘»,._

The B,I.S, maintained "ag complete a documentatlon as’ p0351ble" with ;
regard to the gold that it received during the war from the Swiss National Bank
for | the account of and under instructlons given by the Reichsbank. "But it had'L
: no means of verifying the exactitude and scOpe of the assurances thus given."./-{
As a matter of fact, the B.I.S. actually recelved from the Relchsbanklfﬁf:

remlttences of gold that Germany had looted in occupiedAEurOPe. So far, however, :

only one case has been established; moreovef,'the‘amount of gold inéelved is
ratker uniﬁportant As a result of investigations initiated in September 1945

to Frace and identify such gold, it was found that among the gold bars Tecelved
py Fhe BeI.S. from the Reichsbank through the 1ntermediary'of the Sw1ss Nationa1 '
Bank there were 1,607 kilograms (equivalent to 1.8 million doliare)fﬁhich had "7
formed part of the gold fhat the National Benk of Belgium had deposited in 1540'
witL the Bank of France, This was a part of the 198,433 kilograms (equivalent

to 523 million dollars) of Belgian gold that tﬁe Vichy Government had:delivered
to the German occupation authorities in 1941 and wﬁieh the Bank of France had |
restored to the National Bank of Belgium in ﬁecember 1944. The Belgian gold was
melted down by the Prussian Wint, and the new bars, bearing fictitious dates of
remelting spread over the period between 1934 aﬁd 1939, were transﬁitted to the

B.I.S. between August 1943 and March 1944 by the Swiss National Bank’ by order

1/ "Report of the Management to the Board of Directors on the Perlod Slnce the
Last Board Meeting," page 37.

g/ ”Supplement to the Repart of the Management to the Board of Directors on the
Period Since the Last Board Meeting" (November 1946), pages 3 and 4.
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| ifnﬁ<£he remaining gold acquired by the B.I.S. from the Reichsbank during the war -

W forned part, of the gold of the National Bank of Belgium, |

, Q?hhd'for account of the Reichsbank ./ The investigation established that none of

~

~

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

agreemenx with the National Bank of Belgium) would renounce all claim to the

'golg acquired by the B.I.S. from the Reichsbank during the war. The Bank of
o ‘ ‘ r
France transmitted this offer to the French Government, which in turn laid the

proposal, through the Brussels Tripartite Commissién for the Restitution of

Hohetéry Gold, before the American and British Governments,
 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 céses. For thls reason
the Board of Directors considered it necessary to define as follcws _the positicn

Of the B.I.S. B

UIf, later, other bars should be proved to be “looted"
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
jdentification 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, -

The 1,007 kilograms of the Belgian gold consist of 129 bars, of which 17,
weighing 205 kilograms, are still the property of the B,I.S. ard are under
earmark for its account with the Swiss National. 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 BeIS., and was then delivered to the Union de Banques Sulsses, by
order and for account of the National Bank of Rumania,

§ s
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~-It is in fact of the wtmost {mpdr
which may arise,’the bank should beLwJ

Safeguarding Measures in Favor of Countries Oocupied‘by Germanv, Italv,
the Soviet Union - .M;‘; R

The situation of central banks in countrieswwhich.were at one tlme or

another under German, Italian, or Ruesian occupation led the B I S to take a

variety of safeguarding measures. It declined to execute orders that would have S

implied recognition of political and territorial changes not recognized by Great

itain and Francesit refused to comply with contradictory 1nstructwns recelved from o

cwo

./.:"‘J

managements of a member central bank, one remaining in the capital of the

country concerned under German occupation, and the other established in London,

and

the

| .
finally it refrained from effectlng‘any remlttances o£ forelgn exchange that -

might have been seized or utilized by the.occupying‘euthofities - payﬁents which -

were due being made as a rule by offsetting the amccbts to be remitted against

B.I.5. outstanding claims on the respective markets,
The most important protective measures were the following};l

Czechoslovakia: The first caee arcse,when'in October lééég/ the B.I.S.

received an order from the Bank of Bohemia and Noravia to dispose.of part of the

WSupplement to the Report of the Management to the Board of Dlrectors on the
Period Since the Last Board Meeting" (November 1946), page S

In May 1939 the B.I.S. surrendered Czechoslovak gold to Germany 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 British Parliament and in the internstional press., Uovi-
ously the National Bank of Czechoslovakia acted under duress in giving
instructions to the B.I.S. to transfer 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 legzal grounds, such as an existing or prospective state of war, for
refusing to comply with the order; and they were told that there were none,
As the gold (for the most part, at least) was physically located in London
at that time, the British"Government could itself havé prevented the de-
livery of the gold had it so wished. It did pot do so, however, ostensibly

" for the reason that it was precluded by the terms of the protocols 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 o
of the Exchequer in Perliament on June 5, 1939). Clearly, the Czech gold '~

, incident was but a symptom of the international situation then prevailing, -
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Eﬁfﬁ;ftures. The management of the B.I.S.; however, considered that, under the general‘: f
”;principles adopted for the conduct of the bank's affairs in time of war, it was - .
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" gold earmarked for its account. ‘This order boré the customary authorized signa=-.

" not possible to execute an order which would have implled recognition of political -
and territorial changes not recognized by Great Britain and France. The Bank of ‘'

“,'.Bohemla and Moravia did not press the matter, and its assets consequently re- .. s

‘ "mained as they had been at the outbreak of the war. . ‘jfww

Norwav* In June 1940 the B.I. S found itself faced with contradmctory
instructlone from two managements of the Bank of Norway, one in London and one in
Oslo, both claiming the right to dispose of the assets of the Bank of Norway. It
decilded that it was not competent to decide the questions of fact and law involved
and [that it was consequently unable at that time to permit any dlsposal of the
asgets of the Bank of Norway. _

4 : Baltic States: In July 1940 the central banks of thhuanla, Estonia,
and |Latvia requested the B.I.S. to place their gold at the disposal-of the State
Bank of the U.5.3.R., The B.I.S, replied that it could not. at that time permit
disposal of the assets that had been entrusted to it, and a reply to this effect
was |likewise made to the State Bank of the U,5,5.R, which had requested confirma-
tion of the execution of the instructions., Later in 1940 the three Baltic
central banks instructed the B,I.5. to close their accounts and hand over the
balance together with their gold deposits to the State Eank of the USS.Re The
B. I.S., however, mainteined its decision of principle,

The occupation of the Baltic States by the German army in July 1941
again 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 1940, refused to comply w1th these instructions until a definitive. de jure
smtuatlon had been created as regards the countries themselves and the central

banks concerned,

Greece, Yugoslavia, and Belgium: The safeguarding measures taken in
connection with the Bank of Norway and the Baltic States were extended during
19Al to the Banks of Greece, Yugoslavia, and Belgium, The National Bank of
thoslav1a instructed the B.I,5. on April 5, 1941 that if Yugaslavia should find
itself involved in a war with one of its neighbors, dollars should be bought by
the| debit of all its accounts with the B.I.S. and that these dollars should be
deposited for the account of the National Bank with the Federal Reserve Bank of
New, Yorke The B,I.S. received this cable on April 7 = on.the same day that it
learned of Yugoslavia's entry into the war, and immediately carried out the in=-
structions received by depositing a total of 2,7 million dollars with the Federal
Reserve Bank of New York for the account of the National Bank of Yugoslavia. -
ﬁfger this, the B.I.S5. lost all contact with the Bank of Yugoslavia until the
summer of 1941 when it received both from Belgrade and from London communications
that raised doubts regardlng the right of disposal and the country of residence
of‘the authorities acting in the name of the National Bank of Yugoslavia. In - g
‘conformity with the policy followed in similar cases, the bank blocked the remain= ~
ing deposits of the National Bank of Yugoslavia and the dividends that would have
been paid to the latter, . Yy
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S As regards the Natlonal Bank ] of
'Mr. -Janssen in June 1941 the B.I.S, received no communications other than those
emanating from the head office of the National Bank in Bruséels where Mr. Janss
hadfresumed his functions in July 1940, the’ B,I S, having been at that time ::

-officially advised of this, ILater on, the B,I.S. learned, on the one hand, of

- the’death of Mr, Janssen and of the appointment of Mr, Goffin to succeed him, gnd
. on the other hand, that the Belgian Government in London had ‘appointed Mr. Theunis . .

Govgrnor of the National Bank of Belgium. ‘The B,I.S. declared itself incompetent.3;;‘
to settle the questions of fact and of law arising out of: this situation, and -
took safeguarding measures similar to those adoPted in the case of other occupied o

‘ .
countries. o o B - ‘ o

European Commission of the Danube. Another question was raised in .
connection with the European Commission of the Danube, In November 1940 the
B. I!S received instructions from the commission which, according to the warnings
by one of the bank's directors, did not appear to have been given as a result of -
a ngular decision since they had been taken in the absence of the British mem-
~ bers of the commission., Consequently, no action was taken on these instructions.
In ! 1941 the commission reiterated the instructions given previously, but the '
B.I.S. finally persuaded the executive committee of the comm1551on not to persist
in tha matter. '

: Remlttance of B,I1.5, Dividend3° 'The dividends due the central banks of’ I
Noryay, Greece, and Yugoslavia, and the central banks in the Baltic States were
credited to a suspense account; those due Germany, Belgium, and France were offset
agalnst income which the B,I.S., was to receive on its investments in these . .
countrles, and as regards Holland, a country that had actually been absorbed into
the German monetary system, the B.I.S. was able to obtain from the Reichsbank,
on 1ts assets in reichsmarks, a small capltal repayment, sufficient to enable the
dividends due the shareholders living in Holland to be paid without an actual
remlttance of foreign exchange, This de facto offsetting of remittances of
foqeign 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 which an actual remittance of
foreign exchange might have confronted the bank in certa;n
_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 forelgn

. 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,

"The 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 protectlng the interests of the
occupied countries,t 1 ' .
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The protective measures were diseontlnued at the close of the wer in

rilEurope, except as regards the three Baltic central banks. In the opinion of the;7$,:
B.I.S., the legal p051t10n of these banks has not yet been cleared up.

" Ce Transfers of B, I S Shares 1n Occupied Countrles

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

- requeets for transfer of its shares. Because of the possibility that its shares
,mlght have become subject to measures of confiscatlon or forced sale under
excaptlonal laws and decrees of the authorltles of occupatlon, the B.I.S.
attampted to ensure that no abnormal demands for transfer should be submltted to
it. In agreement with the central banks concerned, it was found possible to

restrict transfers in the occupied countries to “obligatory and straightforward

cases,“}/ such as those arising in the erent of death, Whenever application
I

seemed abnormal, .the transfer in question was postponed or refused ‘or the request

‘withdrawn,

D. Admlnlstratlon and Menagement

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
eer. As a matter of fact, the last prewar meeting took place on July 10, 1939,
and| the first postwar meeting on December 9, 1946, However, it was agreed by

the| principal boardvmembers that the directors ehould, as in the past, be kept

informed of the exact nature of all the B.I.S. operetions and should be consulted

on any general queetion arising out of the conduct of the bank's affairs, The
practice of consulting the directors by correspondence was so far~e%£ended fhatv
it was agreed that the president of'the bank should send each member of thekboard

alli the documents that were normally handed to him at the meetings and that the ‘

1/ “Report of the Management to the Board of Directors on the Period Since the E
Last Board Ruling," page 13, -
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‘the Dresident of the bank asking each member individually fo‘ his agreemen .

Iikewase, only pro forma annual general meetings were held in eachvof

the years 1940-1946 the banks with voting rights having authorized the pres'den
of|the B,I.S. to represent them, The meetings adopted tha resolutions proposed

by|the board of directors, which however pertained exclusively to’ routine mattersf“;

essential to the continuance of the bank's coroorate existence, such as relieving ;
the individual directors of 1iability for bank actions of the preceding year,.
approving the annual accounts, and providing for ‘the payment of a dividend.

As to the actual exercise of the. right to vete, I understand that among '}’
the banks in countries under German control during the war, those of Bohemia and )
Morav1a and of Danzig voted at the annual meetings,_/ but in all cases where

'th=re were two central banks, one under the German oocupation and the other in
London, neither bank as a matter of fact attempted to exercise the right to vote.&
The’delicape problems pertaining to the renewal of the terms of the
members of the board of direotons and of theipresident were handieoein such a way
as| to place the bank Beyono reproach. The foci that the.ﬁ.I.S..had; as chairman
of| the board of directors, a British citizen up to the end of 1942 and a Swiss

citizen thereafter, and an American as president during the whole war, should be

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

rather than a pro~-German one,

1 The Beleos recognized an arrangement according to which the National Bank of
- Bohemia and iloravia was 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 Reichsbank, As to
the National Bank of Austria, its shares had been acquired by the '
Reichsbank in 1938 and were voted by the Reichsbank thereafter,
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. cbnéernlng the management of the bank, The term of office of Sir Otto Nlemeyer

The following record as to the personnel changes may be of 1nterestz

Board of Directors. At the end of 1942 an- 1mportant question arose )

as chairman of the board of directors expired, and the term of office of the vice=_
. chairman also came -to an end, The principal members of the board were approached *

" on this subject, and the question was settled by the desighation of Mr, Weber, .
"president of the Swiss National Bank, &s chairman, At that time Mr, Weber in- .-
formed the other directors of his intention to place his mandate as chairman at
the disposal of the board as soon as the latter could resums its meetings,

The terms of office of Mr, Rooth and Dr. Trip, which terminated on ‘
March 31, 1943, were renewed by the board of directors from ppril 1 of that year
by qorrespondence. As regards Dr, Trip, it was possible to 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
maintained with as few changes as possible. In April 1944 Lord Catto, the new
- Governor of the Bank of England, became an ex=-0fficio direstor of the bank; and
after the liberation of France and Belgium, the new Governor of the Bank of
France, Mr, Monick, and the new Governor of the Belgian National Bank, Mr, Frere,
1ikev1se became directors, In January 1945 Senator Einaudi was appointed Governor
of the Bank of Italy and became ex-officio director of the B.I.S.

To bring the above account up to date; the follow1ng prlncipal changes
in the composition of the board of directors have also to be recorded. Mr. Weber,
who |completed 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 jposition of chairman remained vacant between December 1945 and June 1946, At
the lend of June 1946 the board elected Mr, Frere as chalrman, and he assumed
office on July 1, 1946.

The term of office of Dr, Trip expired in March 1946, In view of his
impending resignation on May 1, 1946 as president of the Nederlandsche Bank,

Dr, Trip did not desire re-electlon to the board. In place of Dr, Trip, the board
of airectors elected Dr, Holtrop, the new president of the Nederlandsche Bank, to
serve as a director effective as of July 1, 1946, ' :

In May 1946 Mr, Gutt, who was appointed as second Belgian director in
Anril 1945, resigned from the board of directors upon being appointed Managlng
Director of the International Monetary Fund,

As to the directors of German and Japanese natlonallty, the annual
reoorts of the B,I.S, for 1944=45 and 1945=46 contain a statement to the effect
that Wthe legal consequences arising from the situation at the date of this
rep?rt remain to be determined." The names of the German and Japanesn directors
have, of course, been omitted from the list of directors.

000000079

1205682




T Presidencz Mr. T. H. McKitt: ck
of the B,I .S, on January 1, 1940, by virtu 2. of > ,
directors at its meeting of June 12, 1939.»;- ‘office expired on

December 31, 1942, With the entry of the United States into ‘the war, ..o
Mr., Mcxittrick belonged to a belligerent nation,«and.his re~election by tha )
raised a delicate question. The situation was .gven more ‘difficult because the
term of office of Sir Otto Niemeyer as chairman ‘of “the’ board of directors had -

expired, and the term of office of the Vice-President had also’come. to an end

As mentloned above, Mr, Weber agreed to serve as chairman of the board of - '
dlrectors and, by virtue of the authority that had been conferred upon “him by'his‘g :
_ colleagues, 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. ,

Since the ‘departure of Hr. McKittrick, Mr. Roger Auboin, a Frenchman,
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 gecember 1945, A Danish banker, Oluf Berntsen, was appointed manager in March '
1946l : o - o R

~

1I. Pamcmu‘nmpmms SINCE 1939

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

liabilities, the monthly balance sheet figures are shown in the chart on the

following page. In the course of the eight years covered by the chart, the
balance sheet total has declined from 606 million Swiss gold francs on March 31,

1939, to 459 million on February 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 sight dep051tq by

central banks or other dep081tors, either in natlonal currencies or in gold.

1/ The "New Plan" 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." o ' ;
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A, Long-Term Deposits

outstanding occurred in September 1939 when the B I S. relmbursed at the demand

DUCER ATTHES

A ARCIVES
aTERaEARGHVES

As may be seen from the chart the only change.in'the lonv—term deposit

of tﬂe French Government the French Government Guarantee Fund to the extent of

2L.6 mllllon SWlSa gold franos.

This de0031t had originally been supplied by the French Government in
accordance with the New Plan for German reparations as a guarantee fund from which -
the so—called‘breditor governments®other than the French were to receive foreign
exchange in the event of certain contingencies. 'As there was no need. to maintain
this |[deposit after the outbreak of the war, the B.I.S5. agreed to reimburse it

"op condltlon that the French Government undertook to reconstitute it if one of

the Tcreditor governments' contested the reimbursement and to indemnify the B.I.S.
for the consequences of any action taken against it in thie;connection."l '

- Accordingly, the long-term deposits have consisted since September 1939
of the Annuity Trust Account deposits and the German Government deposit. The -
Annuity Trust-Accounts were opened by the B.I.S. in 1930 in the name of the
Yereditor governments" under the New Pl 2/ for the purpose of receiving repara-
tion | funds from the Government of Germany. The "creditor governments" could with-
draw!freely the sums credited to their account, except. the non-interest-bearing
"nlnlmum denosits" that they were required to malntain for the duration of the
New glan, which were fixed at a total equivalent of 155 million Swiss gold: .
francs (at present they amount 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-
tion|of the New Plan in 1966 a non-interest-bearing deposit equivalent to 50 per
cent (of the denosits of the'creditor governments" (77 ﬁ million Swiss.gold francs,
at o{msent 76,3 million Swiss gold francs). Both the deposits of the "ereditor
governments" and of Germany are @uaranteed by a gold clause.é/ :

1/ ‘'Report of the Hanagement to the Board of DlreCuors on the Perlod Since the
Last Board Meeting," page 5. _ ;

2/ |Belgium, Czcchoslovakia, France, Great Britain (1nclud1ng Canada, Auetralla,
New anland Union of South Africa, and Indla} Greece, Italy, Poland,
Portugal, Rumanla, and Yugoslavia. .

3/ |The deposits, even when in currencies other than reichsmarks, are calculated
in reichsmarks, but the German Government gave the undertaking "that the

exchange as provided in Section 31 of the law of 30th August 192L and, that
in all circumstances, for the general purposes of the plan, the relchsmark
shall have and shall retain a mint parity of 1/2790 of one kilogram of fine
gold, as defined in the German coinage law of August 30, 192h“ (Artlcle 3
of the Trust Agreement).
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_‘;>gihelu51ve of capital and reserves; and as we shall see below (page 28), they have
‘- 'been |invested by the B.I.3. on the German market., Since the long-teim deposits |

NATIONAL ARCHIVES - . .
R

These deposits constltute about 50 per cent of the B I.S. resources,

7 do not bear interest, they were the most important source of income for the - .
" B.I. S., indeed, in creatlng these deposits, there was a clear intention to prOV1de e

.~ the B.I.S, with a mlnlmum income deemed necessary for its functlonlng,

o
"~ "B, Short-Term and Slght Deposits

' In addition to long-term dep051ts, the B.I.S. receives short-term and
sight funds mostly deposited by central banksd/ to take advantage of the special
services and facilities of the B.I1.S. and also to express a4 desire to partlcipate
in iis work, These declined from 160 mlllion Swiss gold francs in Mareh 1939
to 1ess than 29 million in. February 1947, -/

The short-term and sight deposits are denominated either in ‘various
currenc1es or 1n gold, A fairly large reduction occurred in those "in various
currenc1es“ in t secowd part of 1939; and since then the amount outstandlng has

been negllglble. the other hand, the deposits in gold increased oonsider-
ablm reaching their highest level of 50.6 million Swiss gold francs in

1/ Deposits are also recelved from the Red Cross and other international insti-
tutions,

g/ The followinz table shows the principal changes in the B I.S. short-term and
sight denosits: ,

B.I.S. Short-Term and Sight Denosits

(In millions of Swiss gold frencs)

In various currencies In gold Total

teniral banks Central opanks : -

for their own for the account
account of othersl Other -

1939 - March 1143.5 1¢8 hch . 90? 159¢h
- June 122,1 1.7 2.8 13.3 139.9
- August 53.8 1.7 0.7 1,1 70.3
| - September Lo,2 1.k 1.6 10.7 . 53.9
1940 - March 32.0 1.6 1.1 12.9 47.6
1941 - March 33.9 1.7 1,2 35.6 72.L
19!-12 - Mar\:h . 17 03 1-3 Ll-oé 2900 52 2
1943 - March 15.2 1.3 1.3 39.7 57.5
. 194l - March 7.0 1.3 1.6 29.6 39.5
1945 - March . 7.9 1.2 0.8 18.8 28,7
19}46 - MarCh 307 : 0.6 Ooh l? 00 o 2107
1947 - February 8.1 0.9 0.7 18,9 . T 28.6

1) |Funds held by central bank for account of their respective Treasuries.

4
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' October 19h3., Their reductlon in March’l9hh was “du

'operatzons that the B.I,S. has gradually developed, Like any funds “deposited ;n

the most part
disappearance of the deposit of the Swiss National ‘Bank (see below)e i .
These gold deposits, measured in weights of fine gcld, ‘are a new type of gold

the form of currency, this gold becomes the property ‘of the B.I S., which is no
obligated to return the same identical bars of gold, but only the same weigh
of fine gold at the place where the original deposit was made, It malntains a
100 per cent reserve in gold bars against such deposits, which of course do not
bear interest. The actual deposit of gold has the advantage of making it clear
thaa the gold enjoys the immunities granted to B.I.S. assets in a number of :
countries, On the other hand, it has of course the disadvantage that ‘the de0081
ine!central bank must part with its title to the gold, retaining only a claim to
gold of similar weight and fineness, These gold deposits play an important part
in c¢onnection with the settlement of international postal transactions through ..i:
the B.I:S., as well as with operations for the adjustment or transfer of foreign
exchange, which it would be difficult to handle otherwise. In 1946 there were

on the B,I,S. books 25 such gold deposit accounts, agalnst 20 in l9h0. .

Dollar Deposit by the Swiss National Bank: Among the speciflc deposit .?f
transactions, mention may be made of the 3 million dollar deposit that the B, I.S._;; ‘
recelved from the Swiss National Bank, repayment of which was demanded in =~ - i)
December 1942, The B.I.S. was unable to repay this déposit in Swiss francs, even g
by utlllzlng part of its limited gold stock in Switzerland because such an R
arrangement would have left the future of its franc p051t10n insecure. On the
other hand, the United States Treasury declined to' issue & license authorizing |
theﬁrepayment of this deposit by debiting the B,I1.5. account with the Federal : .
Reqerve Bank of New York, on the ground that such an arrangement would be a viola-
thn of the foreign funds control regulations. This situation gave rise to o
prqtracted negotiations in 1943 and 19LkL, which resulted, flrst, in the conversion
of,the dollar deposit into a gold de3051t and ultimately, in the following com-
plicated transaction effected on November 10, 19LL: The Swiss National Bank's -
claim expressed in weight in gold was converted into dollars, and that amount into
Swiss ‘francs at the rate of L.29 1/2; the sale in Bern of the gold necessary to’
prov1de the amount in question, namely about 2,622,5 kllograms, was effected at
the price of 4,913 Swiss francs per kilogram flne (instead of the official buy-
ing price of h 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-
tract The gold thus sold was taken from the B.I,S. stock in Bern, which had
been greatly increased in consequence of the transport of the Ttalian gold to
Switzerland (see below, page 31). ,

C.. Reserves

The slight reduction in the reserves in 1942-43 (from 21 million Swiss
gold francs to 19.6 million) shown on the chart reflects the appropriation for -
the dividend payment for that year. At present the reserves amount, to 19.9 mil-
1ibn Swiss gold francs, representing i per cent of the B,I.S, llabllltles.
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fhe uﬁper part‘of the chartAfoilowing page 18 sh§w3'the changes iglihéf
\ assets of the B,I,5, It will be seeqkﬁhat in the édufaerf the ﬁar years the ;
B.I.S. endeavored to increase its liquidity and, from the data in Table III on 2
"'page 27 showing the composition of its net assets by ppincip;l currépéies, thafjt

the B.I.S. strengthened its asseté in U, S. dollars and Swiss francs. The re-

classification of the B,I.S. investments in 1946, "as a result of events in
Germany," is likewise reflected in the chart,

A. 'The Increasing of the Bank's Liquidity

Upon the outbreak of the war, the B.I.5, faced the dilemma whether

'it should maintain its. investments on the various markets, or take steps to
reduce them systematically "thus preparing the way either for a liquidation or

at least for a radical traﬂsformation of ité own positicn."_/ After the direc-
tor§ ﬁad been consulted by cofrespondence, the poiicy was adopted of not taking
any | special measures toward a,systematic liquidation of the bank's éssets, but
rather of protecting the bank's interests as much as possible "in a manner con=
sonant with the poiicy of strict neutrality.“l/ Aéting unon these pfinciples,
the|B,1.5. immediately took all the precautionary measures that the situation
called for. It was thus decided not to embark upon any new opefaticns entéiling
a reduction of the bank's liquidity, but to subordinate considerapions of the
yield from the bankfs invéstments to considerations of their safety and liquidity.
The liquidity position of the B.I.S. is shown in Table I,~ﬁhe principal

asset items being given as percentages of the balance-sheet total,

I/ "Report of the Management to the Board of Directors on the Period Since the
Last Board Meeting," page L.
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plete the picture, column L shows gold held under earmark for account of central

IJQUIDITY POSITIGN ?

Prlncipal Assets as Percentage of Balance-Sheet Total

March March March '= Nov.‘v'* Dec..l_ u.Féb;'.

’ 1939 o 19h5 19h6 19h6 E 19&6 o 19h7
Cash |(incl. sight - e B P R
Mds) . 903 13.0 N ‘300 - lt3 o 109 1.5 o
Bill jportfolio 35.7 18.L 2.6 1,2 .58 | L.6,0
Time |[funds at Y o _ ~ ‘
interest 5.k 06 - 0.6 24 3.3 3.1
Sundry bills and . . T
: investments k2,7 L3 7.3 8. 8.3 0 6l
Funds invested .in ; I : . ’ ,
Germanj : . ) . 59.9 62.4 62.0 - 6.1
Other assets . 0.5 0.0 0,0 - 0.0 0.L 0.0
Tota{ assets 100.0 100.0 . - 100,0 100.0 100,0 100.0

The contrast in the positions at various dates is striking. Gold, Which/was

rather a negligible item before the war (6.l per cent of the assets only), repre-

sented until recently oﬁér one fourth of the total balaﬁce sheet (27 per cent
in November 1946), bill portfolio and time funds at interest having ﬁeen almost
comp}eteiy liquid;téd. Only since last December has.thefe been a chénge in the
B.I.g. gold policy, a ratherisubsfaﬁtial amount of gold hav;ng been 3015 and |
the proceeds kept‘partly in cash but.lafgely invested in bills and time fuﬁds
at Jnterest. | . | , - |
As to the B.I.S. gold position, it is summarized iﬁ Table II. The
first columh shows ﬁhe gold that appears in the B.I.S. balance sheet. However,
as already mentioned (page 21), part of this gold is held ag a 100 per cent

reserve against gold deposits (column 2), and only the differénce between these

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

banks, which however is not entered in the balance sheet,’
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S TABIE IT
GOLD POSITION -

(In hillions of Swiss gold‘francs) _
Gold Shown in B.I.S. Balance Sheet ~  Gold held

- A Reserve : " under earmark
o~ © -against Held and hot ‘
A L ‘ gold - - for own intered in
End of - Total deposits ~ account Balance sheet
—— - | a-27
- : (1) (2) (3) ~ (L)
1939 - l_&arch 3807 . 9.7 29.0 23607
- June 62,6 ‘ 13.3 . L9.3 ST 172.3
- August 1h.6 -l 0.5. 135.4
: - September - 16.5 ‘ 10,7 5,8 101.2
1940 - March - 3045 12.9 B Y & 1Y
1941 - March Lo.1 . 35.6 L.5 - 65.1
1942 - March ‘ L2.1 : 29.1 - 13,0 - 51.6
1943 - March 75.1 39.7 - 35.L Not Available
19LL - March 118.3 , 29.6 88.7 5L.5
1945 -~ March 114.0 18.8 95,2 - 5l
1946 - March 120.2 17.0 103.2 ‘ "L9,.5
| = November 123.0 . 20,7 - 102,3 Not Available
| - December 97.1 : 19.0 78.1 " "
1947 - February 86.8 - 18.9 - 67.9 L5.9

In the months preceding theloutbreak of the war, the B.I.S, sLock of
gold declined, éince it was largely empioyed to cover reimbursements of deposits.
It began to increase again after September 1939, although the B.I.S. maintained |
" in the early years of the war a long-term nosition in U, S; doilars‘without any
great change., The increase in l?b2 reflected theiﬁreparation for the réimburser
.ment in gold of the dollar deposits of the Swisg National Bank; thaévin 1943 was
due to the remittance of Italian gold (see page 31) and also to the purchase of
gol% in New York. By means of part of this Italian gold, the B.I.S. in March
194k §ischarged its obligation to the Swiss National Bank on account of its dol-
1af‘deposit (page 21). Théréafter, the gold holdings remained practicaliy un-

" changed until December 19L6, when the B.I.S. began selling gold and gradually

‘. inVesting the proceeds in commercial and Treasufy bills,
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(In mllllons of Swiss gold francs)

L.

J {

'Bern “ [ @'i'v;'_53 6 Li1. };i;.VT

New York ' . 3.0

London .. 10,0

Portugal 06
| Total T 95.2

The increase in the gold deéosit.ih London&wasfa'new deveiopmeﬁt;

| Deposits of earmarked gold for the account of third parties, which were

not entered in the balance sheet, fell from 237 million Sw1ss gold francs on ;1 o
March 31, 1939 to 73 million on March 31, 19L0 and hS 9 million on February 28 |
1947. The geographical distribhtion of the goldvhelg by the B.I;Si'under earmarkx’
for account of the participéting central banks and other depositors was as

follows on February 28{ 1947: | - l N

(In millions of Swiss gold francs)

Czechoslovakia . 20.7
Former Baltic States . 14.3
Rumania . 1.7 ,
Hungary 1.1 ’ N
Bulgaria 0,1 . :
International institutions 6.0
Various 2.0
45.9

B. The Increasing of the Assets on the American, British, and Swisé Markets

Simultaneously with the increasing of 1ts liquldlty, the B. I s. pursued

a policy 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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" results, are examlned in ‘relevant detall on pages 28 to 37 but may be summed up

:Amarket) by w1thdrawing its 1nvestments from other markets. ThlS pollcy, and its

' as follows.

Apart from the investments in Germany under the Hague Agreements, all i;ff
credits by the B.I.S, as well as all the investments made on 1nd1v1dual markets “ff:
from the time the bank began'operations either have been recovered1at their full
value or are amply secured as regards certain raﬁhe: insignificen£:emounts still
outstanding at the present time, |

The net assets of the'B.i.S.'in various markets befofe the war end at
| thel close of hostilities are given in Table III. The first and the last lines
‘of the table show the amounfs outstanding on August 31, 1939 and on Septeﬁber 30,
1945, while the intefmedia#e lines indicate the hatere of the changes that have
ta%en place., A glance at the.tahle shows that the qet assets of the B.I.S, in
GeJmany, Iealy, Hungary, Belgium, France, and Poland were - reduced, while those
in [the United States, Switzerland, and Great Britain werefipcreased’during the
war. The principal changes were the following (figures ih parentheeis after

titles referring to columns of Table III).
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TABLE III

e e s ooyt

CHAHG:=S IM ASSELS OM THE VARIOUS MARKETS »
DURING THE PERIOD FROIl SEPTELBER 1, 1939 TO SEPIEMBER 30, 1945
(In millions of Swiss gold francs)

v MOILYN 3HL LY Q30N

h;ar{m:r;—.’w
v Mw—wm,
T T

do5ET2AL

Bank of | Great |\ Swit- - Other LT
GermanyY Ttaly Hungary Belgiuml/ I“rance_l./ FPoland U.S.A. Britain zerland Harkets Total ~-. * =%
| ey) @ G (4 By T® @ © @) .
t assets as at August 31, ' ‘ : v : o S ‘g
9: =y 64-3 : 5401 3501 2006 8.8 304 3005 0.2 ) 206 007 220.3
anges during the ' ' |

period from September 1, ' S - Co
1939 to Sentember 30, 1945 ' . ‘ RS
Net earnings + 45,1 + 5.5 + 1.1 + 5.1 - + 1.7 + 0,1 + 1,1 ~0.1 =~ 10.5 + 0.1 + 49.
Transfers between markets . . - . A Lo
and amounts utilized

for B.I.S. dividend — 7.0 =59.6 - 33.1 - 5.8 - 5.3 :  80.0 1.0,

.- 201}— + 3006 + 8.9 e 'o
3 asset.s 125 /2t September , : ‘ - I %

060000000

62.'2 o 900

—The Tiet 355t5 In each market as shown above represent the surplus of L e oy
(a) the total assets of the B.I.S. in the currency of the country, together with bar vold held in that country over ;:'
(b) the liabilities in the same currency and in gold deliverable in that country, without regard fo.the. .country..of;
the debtor or creditor coneerned.

The Belgian and French Treasury Bills issued in Holland m“bh exchange,
options, however, are included above under the respective debtor countrles.

Cert.ain of the currency assets are covered by gold guarantees.

The Annuity Trust Account Deposits and the German Government Deposit, amounting to about 153 and '76 mi]lion "Swisa“
. 3zold francs respectively, are recorded in the accounts of the bank in reichsmarks as defined by the Young Plan,:

No information with regard to the bank's investments in reichsmarks has been received in respect of the period
fromApril—1;-1945:—

“It—has -been-assumed-that-these investments have continued to_bear interest. at _the same
rates after that date as prior thereto, This interest has been credlted to a suspense account
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8 The Transfer of Interest on ’ohe Investments in Gemany and the o
Slight Decline in the Gapital of ihese Investments '
' (column 1 of Table III) '

o
H

The B.I, S.'s present investments in-and its other clai.ms ‘on Germany re-

present without exceptlon amounts arising i‘rom operatlons in 1930—31 s 1. e., the '
first two years of tha bank's e:d.stence, and all" resulted from obligat:.ons in-
cumbent upon t.he.‘bank ‘under the Young Plan and the Hague Agreements.' ’
No new fuﬁds have been placed by the B. I S. on the German mérket since
July 1931; and the bank succeeded, even during the war, in obtain:mg the discount

and interest earned each year and in slightly reducing the amount of the princi=-
pals The transfer of interest has been discontinued sincé March 31,~ 1945,

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

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.h Under these agreements the B.I.S.: (1)
was founded by the central banks designated for this purpose; (2) was required

to carry out various functions in connection with reparations; and (3) concluded,

in May 1930, with the®creditor governments'a trust agreement under which it
assumed definite obligations and obtained specific rights,

The obligations of the B.I.S,, as trustee for the"creditor governmentsjt
included the receipt of deposits from the‘'creditor governnentd'and from Germany
(see above, page 19), and also assistance to Germany in "ecircumstances which
mloﬂt of themselves lead to a transfer postponement. "1/ Speciflcally, the B.I.S,
was)to extends (a) direct assistance to the Reichsbank in the form of short~term
credits in foreign exchange which were to provide "temporary assistance in trans-
ferrlng the annuitiesi! and (b) indirect assistance in the form of the invest-
ment in reichsmarks on the German market, in agreement with the Reichsbank, of
a part of the annuity receipts; which was to have the effect of "returning to
the German economy" a part of the amuity (the B.I.S. credlt mechanism making
it p9531ble "o provide the foreign exchange with which to pay the current al-
lotments to the creditors on account of the annuity").2 / Not only was it the
funﬂtlon of the B,I.S. to intervene in order to prevent the risk of an inter-

) ruptlen of transfers, but it was also laid down that "the second measure, that
of investing within Germany some/portlon of the annuity recelpts, should also
find|its uses in normal times.¥

1/ Experts! Report of June 7, 1929 forming an integral part of documents
= approved at The Hague.

2/ Experts? Report of June 7, 1929, : B
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: pon ' Ag
“ B,.TI. S. after July 1930, progressively increased its *investments in the Gemn
market. ~As the German situation became critical in May-June 1931, it increased
'its intervention to the maximum in the twc ways e ressly'stated in the artlcle'
of |the Experts?! Report quoted above- ' ) R

a, It participated to the extent of,one quartervwith the Federal
' Re.s erve Bank of New York, the Bank of England, and the Bank 6f France in the.
" short-term credit of 100 million dolla.rs opened in favor of the Ren.chsbank

b. It increased its investments on the German market to 426 m.ll:xon S
- Swiss gold francs = "the max:.zmm compatiblo with its means and wi‘bh due regard R
to its llquidity.“ A S . ‘ T i .

By July 1931 the bank had thus invested in Gemany an amount equivalent. -
to the total of the resources at long term at its disposal under the New Plan \ - .
"(i.e., the minimum deposits of the "creditor governments" and the deposits of t.he '
German Government) and an impor‘bant fractlon of its ‘ovm funds. ‘ Lo
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 commection with
intergovernm /ntal debts, and the governments concerned agreed to such provn.sional o
suspension.t/ In 1932 a conference of the interested governments met in lausanne
where an agreement was signed providing for a final settlement replacing the
regaratlon annuities under the Hague Agreements, The treaty of lausanne, how-
ever, was not ratified by any of the signatory powers. As a result, the provi=

' s:Lonal measures have alone remained applicable, and no definite settlement of the '
problem as it affects the B I.S had been arrived at before the war broke out.

The short-term credits in dollars to the Re:.chsbank had been reimbursed
by Apm.l 1933, As to the remainder of its interventions on the Gema&market
under the New Plan, this amounted to 294.3 million Swiss gold francs on
September 30, 1939 and 291, 3 m:LllJ.on on February 28, 194‘7.

1/ |On July 23, 1931 the Right Honorable J. Ramsay MacDonald, Prime Minister of

- Great Britain, officially communicated to the B.I.S.'a joint declaration of
the representatives of the Governments of the United States, Belgium, France,
Germany, Italy, Japan, and the United Kingdom. This declaration recommended:
(1) that the credit recently granted to the Reichsbank by the central banks
and the B.I.S. be renewed at maturity; and (2) that concerted measures be
taken by the financial institutions of the various countries in order to
maintain the volume of credits they had 80 far granted to Germany.

000000092

205693




G Germany's debt.s towards and clai.ms on the B I S. -as of February 28,
0__7“ 194'7 may be summarized as follows: Lo ‘ : -

1

(In millions of Swiss gold francs)

" Debts to the *  Claims on‘the I

| } - __Bal.S. ' B.I.S.. . Balance .

B Reiuhsbank | - 36,23/ @ e o12.8

. Prlvate ahareholders . ' 2.3 » 4+ 2.3 :
+ Golddiskontbank - 69,0 , ; - 69,0
German Government o 186. 76,3 0 - = 109.8
Total = 291,3 . 102.0 - 18943

g/ The Reichsbank's debt consists of its balance on current account. (30.6' s

million) and of a claim in respect to gold (5.6 million). .The latter
relates to bars received in Bern from the Reichsbank during the war
in comection with the service of the B.I,S. assets in Germany - bars
which have since been established to have been in fact the property of
‘the National Bank of Belgium (see above, page 10).

Up to the close of the financial year ended March 31, 1945, the B.I.S.
had \regularly received the interest on its investments in Germany. During the’
war |years, remittances of gold and foreign exchange from Germany to ensure the
transfer of all discount and interest earned on the B.I.S. investments in Germany
amounted to 42,6 million.Swiss gold francs., Moreover, the total of these invest=
menta was reduced by 4.4 million Swiss z0ld francs by offsetting the B.I.S,
dividends due the Reichsbank. In early 1%5 an agreement was concluded with the
Reichsbank for the automatic renewal of the B.I.S. investments in Germany "in
the levent of an interruption of commicatlons;"l/ and after long negotiations
the Ren.chsbank offered in April 1945 to sell to The B,I.S. against reichsmarks

an amount of gold equal to about 1,525 kilograms - an amount sufficient to en=-
able| the usual transfers of mterest to be made up to the end of 1945. The B.I.S.
accepted this offer but "maturally made it a condition that the gold in question,
as in prev:x.aus transactions, should have belonged to the Reichsbank since before
the war n2, / This old, the minting certificates of which bore dates prior to
Aucrust 31, 1939,3/was deposited at the Reichsbank at Constance and earmarked in
the name of the B.I.S. The Constance branch received a standing order to carry
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 of the military events in progress at the time, the management of the bank
felt.iconstrained to leave the gold where it was ur}tll further notice and to await
the re-establishment of more normal conditions."4, ' -

|
1/ TReport of the Management to the Board of D:.rectors on the Period Since the

Iast Board Meeting," page 41..

-2/ "Report of the Management to the Board of Directors on the Period’ Since the -
- last Board Meeting," page 42. -

3/ “Report of the ianagement to the Board of Directors on the Period Since the -
= Iast Board Meeting," page 43. N
4/ “Report of the Management to the Board of Directors on the Period Since the

= last Board Meeting," page 44. .

4
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case of bills that have not Jet matured‘). -Simultaneously, I.:the assets in reichs-
marks were reclassified in the balance sheet s.s "sundry" (see the chart) |
'i‘urther change was made on March 3, 194'7 when the funds invested in Germany e
.(291 2 million Sw:Lss vold francs) were segregated from "sundry bills, investments,
and ¢laims! and shown as a separate item, representing 58 .3 per cent ot the

balance sheet total.

b. Repayment of the Investments on the Italian l.arket '
’ (CoTumn 2 of 1able Ifl) §

At the outbreak of the war a considerable volume of the investments of
‘the B.I.S. were in Italy (54.1 million Swiss gold francs). These investments
were protectec by a gold clause and by special rights granted by the Bank of :
Italy to the B.I.S. in.respect to rediscomnting them and conver'tmg the proceeds
into gold especially earmarked for this purpose, .

The average amount of gold that the B.I.S. had requested the Bank of

- ITtaly to maintain with it in view of its considerable investments in Italy was
J6 000 kilograms, Before the war the Bank of Ttaly had kept a much higher amount
with the B.I.S. During the last few days of August 1939, however, the Bank of
JItaly had withdrawn a substantial part of its gold earmarked with ‘the B.I.Se.

‘(8 000 kilograms); and soon after the outbreak of the war it gave orders for ane
other 2,500 kilograms to ‘be sent it, This withdrawal brought dovn the Bank of
Italy's deposit to the minimum that the B.I.S. had requested the Bank of Italy
to maintain with it, As Italy was neutral 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 awvoiding

a systematic liquidation of the bank's investments in the Italian market."l/
These negotiations led nowhere,

In April 1943 the Bank of Italy again proposed to withdraw netsi.rl;;r
3,000 kilograms of gold from its deposit with the B.I.S., but it subsequently
withdrew its request. :On the other hand, the B.I.S. asked the Bank of Italy
to increase the amount of its deposit, which had fallen very much below the
level agreed upon before the war. :

-1/ "Report of the Management to the Board of Directors on the Period Since the
last Board Meeting," page 4. _ ;
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‘"It had; at the same time, reminded the Banca dfItalia
of the special rights which the .B.I.S, derived from its con-
tract with that bank as regards the rediscounting of its B
~ investments in Italy and the earmarking of an equivalent
‘ proportion of the Banca d'Italials metallic reserves.

"The Governor of - the Banca d'Italia hav1ng replied
that he would endeavor, in spite of exceptional éircumstances,
to observe the undertakings entered into with the B.I.S., the
latter, on lst October, gave the Banca d!'Italia instructions
to rediscount a part of its pertfolio and to convert the pro-
ceeds into gold (about 3,000 kgs). ' .

"The Banca d'Italial'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 Northern Italy. By cables dated 9th and 19th November the
3.I.5. 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, , .

"5 cable dated 26th November from the Banca d'Italia con-
firmed the execution of thz rediscount operation, and a letter
dated 6th December confirmed that an amount of 15,795 kilograms
of gold, withdrawn from the gold set aside for this purpose by
the Banca d'Italia just before the war, had been Dlaced at the

disposal of the B.I. S."l |
"~ Steps were immediately taken to transport this amount to Switzerland,

he B.I, S.y in fact, was able to receive in Switzerland in April 1945 some
2,605 kilograms of gold from its deposit earmarked with the Bank of Italy,

"The balance of that deposit, the total of which was
15,795 kilograms, was reimbursed as to 2,967 ldlograms by
taklng over gold earmarked in Bern for the Banca d!'Italia
with the B.I.S. and, as to 223 kilograms, by drawing upon the
Banca d'Italia's gold deposit account at sight, delivery-Bern."a/

Repayment of the Previous Credits in favor of the National Bank of Hungary

(Column 3 of Table III)

Out of 35 million Swiss gold francs of credits outst g at the

beginning of the war in favor of the National Bank ‘of Hungary,, 33 million were

L1/ "Roport of the ranagement to the Board of Directors on the Perlod Slnce the

Iast Board Meeting," page 35.

2/ "Report of the Management to the Board of Directors on the Period Slnce the

'Last Board Meeting," page 39. .

'.3/ Theee credits had origlnated in 1931 as part of accommodations to Central

European banks extended by nearly a dozen central banks, 1ncluding the
Federal Reserve Bank of New York, .
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" National Bank of Hungary."2

] e I
by ceding it gold which the’ .I S. held in‘ ew

1d. Renewal and Part1a1 1L2epuyment of the zian and
' Tlumns 4 anczi 5 of Table m) '

: The B 1,5, before the war held Belaan and "French Treasury b:.lls s with“_'. =
an exchange option, The greater part of these holdings had been acquired from ..::
the firm of Mendelssohn of Amsterdam and were .discountable with the Nederlandsche

Ba.nk.

The Belgian Treasury bills reached i‘inalmaturity in my '-1940. -The .
B:I.S, then started negotiations for their renewal, but.only in 1943 did the .-
Belgia.n Government in London agree to pay to the B,I.S, in dollars the whole
amount of the interest in arrears,on condition that the dividends due to the
Belgian National Bank (Iondon) should likewise be settled in dollars and that
the dividend payments to private shareholders in Belgium should continue to be
made without an actual remittance of foreign exchange. A definite settlement
was reached in February 1946, when the old bills were exchanged for new ones

at a fixed term of one yéar, The rate of interest was reduced, but the B.I.S,
obtained an exchange option between dollars and Swiss francs, In addition s all
the interest still outstanding was paid in the form of new bonds. '

As to the French Treasury bills, which were renewable every three months,
an _agreement was concluded in Jurie 1942 for their repayment by means of half-yearly
installments up to February 1946.- The occupation by Germany of the rest of France
in November 1942, however, led to a revision of that agreement, under which amore
tization continued to the equivalent of the amounts in Swiss francs that the
B!I.S. found it necessary to sell to the Bank of France to cover its expenses in
France (chiefly dividends and taxes), In 1945 the French Treasury bills 3.3 mil-
lion florins were repaid in 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
French Treasury offered the B.I.S. new bills of the same ‘amount for one year

1/ The syndicate credlt 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 syndicate credit a choice between: (a) immediate
reimbursement in current dollars; and (b) consolidation of the credit in
gold dollars for eight years at one per cent interest and reimbursement
in seventeen equal half-yearly payments. Most of the participants ac=
cepted the immediate repayment in present day dollars., But .the B.I.S.,
as regards its ovm .share, preferred the repayment in 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."

2/ “Report of the Management to the Board of Directors on the Period Since
.the last Board Meeting," page 25. _ . \
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‘The bank accepted these bills, the nominal amount of which was approximately .
- '7.8 million Swiss francs, Since the currency of payment chosen was the Swiss |

‘ ‘bearing interest at 2 per cent with an option between dollars and SWiss‘francso

: i‘fanc, the accounts in connection with the new bills are: kept in 'that currency.

€ Partial Repayment of the Investments in Poland
- (Column & OWEIE-TTT)

. Te investments of the B. I.S. on the Polish market amounted to 3.3
mill:.on Swiss gold francs in August 1939, After the invasion of Poland, the -
;nyment guarantee and the zold guarantee given by the Bank of Poland in respect
of the investments by the B.I.S. on the Polish market were expressly confirmed;
and an offsetting was made- between the balance of the foreign exchange accounts
of the Bank of Poland with the B,I.S, and the latter!s claim, thus bringing dowm
the B,I.S. investments to 3.2 million Swiss gold francs, In the subsequent years
the dividends on B.I.S. shares belonging to the Bank of Poland were. earmarked for
amorta.zation, and in 1942 and 1943 the B.I.S, reduced its investments on the
POllSh market by buying gold from the Bank of Poland (4,800 ounces in 1942 and
an unspecified but presumably identical amount in 1943) which it immediately sold
to the Bank of England in order to acquire the s‘berlmg necessary for the payment
of its dividend in Great Britain and the sterling area, ‘

f, Increase in Realizable Assets on the American, British, and Swiss Markets
(Colums '/ to 9 or Table III) -

As a counterpart of the reduction in the. assets on the national markets'

reviewed above, the B.I.S.. has i-ncrea.sed its realizable assets in '&bilars, Swiss |
francs, and gold on the American, British, and Swiss markets by 119.5 million |
Swiss gold francs.

Up to March 1942 by far the largest shift was towards the American
markét, while in the subseQuent years the sh‘.ift wathowa‘rd. the' SWiss. In accord=
ax%ce with the principles whlch shortly before the war had been adopted by the
'board of directors of the B I.S., only negligibla long post.:\.ons were maintained
in‘ other foreign currencies. The B.I.S, assets in London were increased only

|

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

The evolution of the 3.I.S.%s assets on the American and . Swiss marketé

is shown in Table IV:
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. Mg .
Mar, 31, 1942 - 17,0

.Mar. 31, 1944 17.3 o
Mar. 31, 1945 20.5 L
Ma.r. 31, 1946 B 20.6 .
Feb.

ERODYCED! AT THEWATDNAL"ARGNVES “ T
RE D%r f<l e wé» S e

. On the UcSo mrket
(Inmillfons of dollars) . -

. 31, 1939 . 5,1

28, 1947 . 20,6

—TEoIudng B.T.5, omed gold held in New York and in Bern, respectively,

In the early years of the war the B.I.S. g’sseﬁs held in the United - '

States, consisting of gold in New York and of:dol;é.r ba.lances and i._nvestmenfs, | e

inlcreased fairly re gularly. It may be mentioned that during the 'i’i'nancial yea.xjs

1940 41 and 1941-42 the increase was partly due to repaymants made by the

Nat

GOII

ional Bank of Hungary in respect of the credits granted to it in 1931 (see

above, page 32), The increase shown in 1944~45 was connécted with a reimburse=- -
meut'by the B.,I.Sy. in Swiss francs of a deposit of the Swiss Na‘biona} ‘Bank

amounting to roughly 3 million dollars (see above, page 21)., The béhk, moreover,

verted part of the increase in its dollar reserves into gold in New York by .

purchases of gold from the American Treasury. The revsult; is that 'the B.I.S.

res

erve in dollars and gold in New York now is much greater than before the war.

The net assets of the B.I.S. in Swiss francs and in gold in Bern also

increased, the shmp rise in 1944 be:mg due to the repayment obtamed by the B.I.S.

of |its investments in Italy (see above, page 31) -Since the end oi‘ the war a

pai't of the Swiss francs which were accumulated during the war has been utilized

for

to these transactions were able to acquire dollars on the Swiss market., This

e'xp'lairis the decline in the assets on the Swiss market between ¥arch 1944 and

investments with or advances to various European central banks, which thanks

February 1947,
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«;:d the following account has been submitted by the management of the B. I S,:

. To effect operations on thb Amerlcan and Swiss markets, the B I S.Iha

obtain the necessary 1icenses. As regards the system of American licenses,

4 "The B.I.S., immediately after the first blocklng measures BT
in 1940, had taker the initiative of transferring to a spscial ‘ o
"C" account all the funds held on behalf of countries subject
to the blocking decree. For its part, the Federal Reserwve Bank

. . of New York had taken the initiative of applying for a general
license, which it obtained, c¢overing 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 likewlse obliged to
apply for a license for each operation. The licenses in respect
‘of current operations were generally granted."l/.

| , :
As ?o the refusal by our Treasu:y to grant a license necessary for withdrawing

the|Swiss National Bank!'s dollar deposit with the B,I.S. (see page 21), the
following excerpt from the B.I,S. annual repoft for the yeér ended March 31,

1945 may be given here, for the records

"It 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 gave rise to
protracted negotiations requiring most careful handling, one
difficulty being that while the Bank for International Settlew=
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 mornetary policies
sven in the case of 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 answered all the requirements
of the existing situation."z/ :

In Sw1tzerland, where the Swiss authorities in 1942 had instituted

a control over dealings in gold, the B.I.S., received special authorizations in

1/ !MReport of the Management to the Board of Directors on the Period Slnce

the lLast Board Meeting," page 26.

| g/ 'Bank for International Settlements Fifteenth Annual Report for the period .

April 1, 1944 to March 31, 1945, page 148,

kY

000000099

205700



http:granted.lI

’harters 2
Sharter
’%‘%’f* :

with it as regards such gold operations aé it might have occa-—
' sion to effect against Swiss i‘rancs. o

In Great Brit.ain the B I.S. waa ‘relieved of apply-lng for special

author:.zation for each transaction » its declaration ofineutrality ha.ving been \

~ found satlsfactory by the Bra.tlsh authorit:.es (see paga " ).-

" 3. Profit.s and m'vidends

The increase in liq:uldity dnri.ng the war yaars, a.nd the dlscontinuance E

' | in 1945 of the German transfers which had supplied the B, I S. with the larger

part of its gross revenue, resulted in a gradual reduction of prof:.ts, and oy
ultimately beglnning with the i‘:mancial year 1945-46, in a net loss (0.6 mil-
lion Swiss gold francs in that year). somewhat smaller deficit is expected
for |the financial year 1946-47 (0__.&5 million Swiss 'gold fr‘ancs)v. The reduction .

in the current deficit is due bartly to thet .in'cre.a{s_e in productive il'llvestments |

by the sale of gold (see page 23), partly by a redistril:iutlon of .invéstmehts;

The B.I.S. views as follows its profit’gnd loss positions .’ ’

As 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, a.mply to cover
its current expenditure."l

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
make, up the statutory dividend, to the dividend reserve fund., After the ex- .
haustion 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 194546 no dividend was declared. R

I7 TSupplement to the Report of the Management to the Board of Directors
- | on.the Period Since the Last Board Meeting " (November 1946), page 7.
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: -The manner of dividend payments has undergone many vlczssitudes. Owlng
to the monetary measures taken in a large mumber of countries, it was not pos= :.

‘ sible to pay the dividend in the currency of each tranche as before the war. - For:w:’

"the]year 1939-40 the dividend was to have been paid in U. S, dollars, but as a™ "> -
result of measures faken by the American Treasury between April and July 1940
to block the funds of European occupied countries, this decision proved in=- -
appllcable. Accordingly it was decided in 1941 that the dividend calculated in
Us S. dollars should be paid to the shareholders inthe currencies of the countryw
of thelr residence, at the buying price of the U, S, dollars of the respective ’
central bank, This system was maintained in later years except ‘that the Swiss
franc was introduced, concurrently with the dollar, as an alternative basis
of calculatlon of dlvidends.l

- The need to remit foreign exchange to the member central banks in :
payment of its dividends gave the B.I.S, an opportunity to facilitate the transfer
of amounts that the foreign central banks owed to the B,I.S., especially in re-
spect to interest on its investments in the same markets, This method, which had
been employed in the German market even before the war, was extended to Belgium,
Holland and France for the period of German occupation,  The distribution of
‘divmdends to Norway, Greece, Yugoslavia, and the Baltic States was suspended. :
As to 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
assets in the Polish currency (see page 34). : ;

4o  Trustee and Agency Functions

" We need not concern ourselves here with the B,I,S. trustee and agency
functlons. As trustee for the German Government International 5 1/2 per cent

Loan 1930 (Young Loan, issued under the Hague Agreements) and for the Austrian
.Government ‘International Loan 1930 (the service of which had already been suspend-
ed before the war) the B.I.S. in May 1945, however, had addressed letters to the
vaglous governments concerned, calling their attention to the guarantees and
pr1v1leges attaching to the respectlve loans and requesting that all the rights

of the bondholders be respected in connection with any future measures regarding
regaratlons or other claims that might be made ypon. Germany,

J The B.I.S., is also fiscal agent of the trustees for the Dawes Loan
1924, : ' o B

;7' The B.l.5. obtained the permission of the U.S; Tréasufy 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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the postwar international financial:.et-up.

,.', i e . -

1. The B I S. and the German Settlement

The final debaole of the Wbrdehr I reparations laft the B.I.S. a heavy

inheritance. In. order to assure the B. I S. a source of income, the "creditor

countries" and Germany agreed to malntain long-term non-interest-bearlng deposits gnv'

with| it; and since these funds were invested in Germany as a result of the exolioit

obligatlons laid upon the B.I.S. by the Hague Agreements, the fate of those invest-

ments, representing 58 per cent of the bank's balance-aheet total is 11ke1y to

PR

have|a direct bearing on that of the B.I. S- 1tself.

For this reason, the President of the B.I.S. on May 2, 1945 addressed a

letter to the Finance Ministers of the"creditor governments! under the:Hague

Agregments and to the Secretary of the Treasury‘of the United States, fegardiog'

the~£ights 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 conventions still in force, as regards both its investments in Germany and its

relation with the "creditor governments ."

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

upon it by the Hague Agreements, by investing its long~term resources in Germany

(see above, page 28); but it has been in a position to do so.only because the

‘Hague

entrus

Agreements conferred on it the following important guarantees and rights:
1. The B.I. S., and all its property, assets, and deposits of other funds
ted to it, located on the territory of the participating countries, from the >

/
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.beginning had been declared “lmmune from any dieabilities and from any restrictive‘
1 g

o measures, such as censorship, requisitions, seizure or confiscatlon, in tlme of

!peace “or war, reprisals, prohibitlon or restriction ef export of gold or currency,i
4i ‘and other similar interferences, restrictions, and prohibitions-”l/ ‘These pro- .
“visions still apply, in the view of the B.I.S., to investments made by the bank o
on [the German market. _ |

2, In addition - and this is still viewed by the B.I.5. as an "essential (
guarantee" - the bank, Whlch had the responsibllity under ‘the New Plan of fixing

the time and extent of 1ts 1nterventions on the German market, had also the right

of |reducing or of removing its investments on that market at any time ‘that it

'might conslder opportune and in any case before the end of the period of applica-
i

tion of the New Plan. The B.I.S. argued further that it possessed the practical
means to reduce its investments in Germany by applying the reicﬁsme;ks previously
acquired to the payment. of deliveries in kind, and by demending payments from the
' German Government in currencies other than reichsmarks.2/ The B.I.S. recalled that
by the terms of the Experts' Report,

"the liability of the German Covernment with regard to the

annuities contemplated 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 forelgn
currencies, or utilized for deliveries in klnd "

1/ | Article X of the Agreement with Germany.

g/ "In 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 the mechanism of the Plan itself the means of con=
verting these reichsmarks into 'currencies other than reichsmarks! at the
rate laid down by 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, 1945 to the "creditor governments" under the Hague

" Agreements of 1930.)

.
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"was not accompanied by any instrume”t which could valldly

) mndlfy the prevlous legal p051tion

"So long as the application of the Plan is merely sus=-
pended in this manner, the essential rights of the bank have
suffered no final harm and the bank, placed in these circume
stances, can only reserve the right of asserting tham at the BIRS
time of a final settlement. B . ' <

WUnder its statutes, the bank is 3.:3 any event requirea | |
to hold itself entirely aloof from political questions, Whlch o
are the exclusive sphere of the interested governments. :

"The bank, therefbre, had not to interfere in the rela—
tions between these governments and it must maintain this
attitude in future, except naturally in cases where it becomes-
a question of exercising the incontestable right of satisfying
- itself that the guarantees concerning the service and the A
future reimbursement of investments in Germany made by the bank
under the Plan arz either simply maintained and respected or =
replaccd by advantages and guarantees of equal value."l/ o R

The letter ended by asking the governmentsz
1. In view of the obllgatlons that the B. I.S. had contracted vis-a-vzs

ey v

them. to abstain from any action that mlpht affect its rlghtst
2. To reserve the rights of the B.I.S., should the treatles or agree-

ments in force be modifled.

| 2. Posszble Place of the B. I S. in the New Internatlonal Flnanclal Set=Up

-

Whether ituwill now prove possible't0~settle the question of the B.I.S..

invastments in Germany - a question thap has been unsolved §ince 1932»énd which
has indeed been immensely com@licated byAthe>Secoﬁd World War ~ I do not knows

Any German settlement is bound, however, to affect the position of the BuI.Se

Furthermore, an imperative demand is liksly to arise for a reviewing of the

position of the B.I.S. because of the,need fdr avoiding'duplicationAéﬁd&for

}/_;The Tettor of May 23 1945 to the "creditor governments“ under the Hague
Agreements of 1930.
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B Intornational Fund and International Bank Indeed, thore may be some urgency

EINATIONAL ARCHIVES . ., " .0 7, . ..
e TR L 0

- .

zzlcoordlnatlng intornatlonal flnanclal actlvltles between thc B I-Sa and tho L

‘.for such a rev1ew since ‘the B. I\S has lately become more active° ‘The board of
»dlreLtors met in December 1046 and agaln in February 1947, and although the
1nterval between the meetlngs may bo longer ‘than between the rcgular ten mcetingsﬁfﬁfﬂ
each]year provided for in the bank statutes, their perlodlclty iz a 31cn of a |
revival of the ;nstlbutlon. Several postwar commerclal credits have been granted

&be first one to the Bank of Finland), and although the amounta involved are

small, the very resumption of oommercial operatlons may be indlcatlve of a B.I.S.
_resolutlon to re-enter the field of 1nternational lendlng- Even the research ‘
activities of the B I.S. have recently been intensified, as may be judged from

the flow of publications. ‘

A The Case Against the B I S.

At the Bretton'Woods monetary and financmal conference of July 1944, the
following resolution was adopted; "The United Nations monetary and flnan01a1 conf‘
ference recommends the liquidation of the Bank for International Settlements at
the earliest possible moment." |
The above form in which tbe resolntion'was finally recommenoed by the
conference was rather mild in comparieon with the drasfic text submitted to the
conference by a subcommittee, which required that “no'nation will be admitted to
eithen the proposed International Monetary Fund or the‘Bank:for International
Reconstruction which has not previously broken with the Bank for Intsrnational
Settlements." _

Mr. J. W. Beyen, head of the Dutch‘delegation and former Presioent of‘
" the B.I.S., vigorously opposed this drastic proposal, and in doing so was sup= ’
ported by the Brltish delegates, partlcularly the represontatives of the Bank
of ongland.}[ Thelr«oppositlon probably accounts for the much more lenlent. | x
text finally adopted* | \ ' B
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1944, it was repeatedly suggested from some 5uartere that the B I.S. maght'be:

the

. Brekton Woods resolntion may thus be construed as a countermove by the more =

of)the discussions on postwar monetary cooperation that took'place in 1943 and

logical institution to handle the postwar currency reconstruction.}/ The

ardent sponsors of the new progran against some of their opponents. o

~The charges against the B.I S. have never been substantlated, to my

knowledge, by any documentary evidence of the bank'e connivance with Germany

On the contrary, the British Government has repeatedly declared itself to be

satisfied with the B.I.S.'s neutrality, and the Bank of England dld routine

business with the B I.5. throughout the war; _/ the central banks of the European -

Governments in exile in London concluded during the’ war arrangements with the

B.I.S. which they presumably considered satisfactory to themeelves; and even

the

the

then on a visit in the United States, for his return to Switzerland.

United States Department of State recognized the international'character of

B.I.S. when in 1942 it iesued a passport to the president of the B.I.S.;"

s

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

thei

recommendation to the respective>governments, and there does not seem to be any

haste in any quarters to implement it. The Western'European countries continue .

LT participation in the B.I.S. as a matter of course.

i/

It may be recalled that the American Bankers Assoczation and some leading
individual bankers, like Mr. Leon Fraser, the former American President of
the B.I1.8., took the position that the expansion of the B.I.S. would obviate
the nece551ty for creating a new international institution.

The Chancellor of the.Sxchequer, Sir Kin sley 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 routine business-"

Y
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‘4f;‘34 P0551ble Functlens for the B I.S.

-~
S

This may be the time to exammne dispassionately the resources

and the '

Tfacllitles of the B I S. and to attempt to salvage what. is useful from the bank

R [
. There is 1ndeed a widespread feeling that, in spite of the establishment of the

L

o Internatlonal Monetary Fund and the International Bank for Reconstructlon and

Development, there are valid reasons for the continued existence of the B.I.S.:

First,

it is a convenient meetlng plece-for European central bankers. Second, it

possesses a certain amount of funds whlch are available for small credit accomr

modaélons, such as those recently granted to the Bank of Flnland and other

European central banks. Third, it has had sixteen years of 'experience.

eit is

Flnally,

in a 9051tion to carry out transactions from which the International

Monetary Fund and the International Bank are deberred'by their statutes.

This last reason is probebly the crux of the matter, and forithis

reason I should like to quote a list of concrete suggestions that Mr. Moore

eiaborated\in a memorandum last Augusts

“The B.I.S. has performed and can contlnue to perform
the follcw1ng useful functions which the World Fund and Bank
are not in position to undertake: , }

V(a)fﬁcting as agency and intermediary for technical
collaboration between central banks, as for

the standardization of gold handling terms 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. , -

*(b) Acting as depository for the forelgn exchange hold-
ings of various central banks and managing the
investment of such holdings in various forelgn
markets in such a way as to facilitate (and not
hamper) the credit policies of the central banks
in whose markets the investments are made.
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g
accounts, i.e., accounts denominated and repayable
- in fine ounces of physical gold, and making trans=- '
fers between such accounts at the depositors' reqpes B
®(e) Actlng as dep051tory and clearing agent for the '
International Postal Union in the settlement of . SRR
postal, telegraph, and telephone balances due from S
one nation to another. s ‘ N S

n{f) Acting as depository for various international organ-
izations, such as the International Labor Office
and the Red Cross, which have recelpts and disburse-
. ments in a varlety of currencies. '
#(g) Acting as trustee or fiscal agent for internatlonal
: loans such as the Dawes and Young Loans, the
Austrian Government International Loan of 1930,
etc., which were floated and have to be serviced
in a number of foreign markets.

"There may be new functions Whlch have grown or will develop out .
of the Second World War and which the B.I.5. ould‘usefully perform.,.; ;’

"For instance, all of the new reparations problems have not yet
found a solution and it may yet prove desirable to assign some funce
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 of.repara=
tions may give way to something more nearly resembling the World
War I type of reparations, in which event the B.I.S. ought to be a
useful intermediary. : ,

HA second possibility would be for the B. I‘S., with suitable
- changes in staff and organization, to serve as the Furopean ‘branch"
or agent of the World Fund and Bank.

o
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' . international loans floated or made by the new World Bank.

It would be not only simpler and more convenient,® but

. politically less embarrassing, to have an internationaln
institution acting in this capacity than to designate
private banks or individuals in specific ccuntries. N

"There would donbtless arise in the future other func-
tions of a miscellaneous character which could best be per—
formed by the B.I.S. In this category of operations by the
B.I.S5. 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-of the bankers' international standstill
committee for Germany; handling the exchange of currencies ‘
(from francs into reichsmarks) after the Saar plebiscite; -
compiling and distributing texts and translations of the various
-countries! foreign exchange control regulations, and of their
monetary, central banking and commercial banking legislation.?

Conversatiéns havé\redently been held between the B.I.S.‘énd the

International Bank for Reconstruction and Development on the subject of coopera-
tign between the two instltutlons. As a result of the offer of assistance made

by ithe B.I1.S5., the International Bank expressed its‘willingness,to avail itself,

from time to time as the occasion arises; of the information, experience, and
facilities of the B.I.S. The extent and character of this assistarice, however,
have not been determined.

' 3. Present Control

Whether the B.I.S. will ultimately fit intg‘the:Brettoh Wﬁéds set-up
will obviously depend to a large extent on the policy.that Western Europe,

including Great Britain, may follow in this respect. Indeed, the B;I.S. is at
pregent what it always has been - an essentially Western Buropean institutions

Although the B.I.S. business with the Federal Reserve Bank of New York and with

the American market was of a substantial order, the greater part of the free
resources of the bank being invested in dollars or in gold in the United Statés,'

the pank never had any occasion for active intervention in the Western Hemisphere.
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of votlng powers and ownership of capital and from the geographical dlatribu-

tlon of the BoI .S. asgets and liabilities. QQV ..

Ai Board of Directors

At present there are eleven directors (including 4 alternates), and

tJey are all citizens of'Western European countries. The m&nner of their "f

.appointment, and their names, are shcwn 4n the fbllowing statement' . ;v}”lff

Board of Directors

1.| Ex-Officio Directors:

Representing the | | Difectdr . 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 Frerel/ Hubert Ansiaux
2. Appointed Difectors:‘ , ' ‘ |
Appointed by the ,
Governor of the ' Director =
Bank of England Sir Otto Niemeyer%/
Bank of France Baron Brincard
Bank of France - Marquis de Vogue .
Bank of Italy . Dr. Donato Menichella

National Bank of Belgium . Vacant , . ,
3+ | Elected Directors: |

Governor of the - Director
Nederlandsche Bank Dr. M. W. Holtrop :
Sveriges Riksbank Ivar Rooth =~ " R ;

National Bank of Switzerland Ernst Weber

1/ Chairman of the board of directors of the B.I.S.
2/ | Vice-Chairman of the board of directors of the B.I.S.
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ERRODUCENATRTHEINATIONAL ARCHIVES
ST T

V 'éﬂlbanks, those of Belgium, France, Great Brltain, and Italy being at present actxve =

'?ance with Article 28 of the statutes)

1. Ex—Offlcio Directors: These are governors of the “founder" central

'f directors.l/ The gcvernors are entitled to appoint alternates to attend meetingsﬂilf

" of the board at which the governors themselves are’ unable to be present.

2. ‘Appointed Directors- Each governor of the "founder" central banks.
may | appoint é second director of his own nationality, chosgn among persons
representative of~the finance, industry, or commerde‘of their country (France
and | Germany each had two directors of this class). o

| 3. Eieéted Directors: Nine other directors may be eleétéd'by the

board of directors from a group of nominces submitted by the governqrs'of the

participating central banks. In'faét, however, there have:always becn only

- three elected directors._-tho governors of the ‘central barxks of Hqilarxd, Sweden,
‘and Switzorland — who have regularly been re-clected at the expiration of their
three=year tcrms.

Aftor an interval of more than srx years, the board of directors met
on December 9, 1946, with the attendanccﬁof the governors of the centralvbanks

" of Belgium, Holland, Sweden, Switzerland, and Italy, of the alternates for the
gbvernors of the Bank of Zngland and thc Bank of France, and of the. appointed
directors listed above, with the exception of the secoﬁd Italian director; The

very|fact that the governors of the smaller central banks attended the mecting

personally, even though thesc of the Bank of England‘and the Bank of France were
repr?sentcd by their alternates, may pcrhaps be indicative of the 1ntcrcst that

- the gartlclpatlng banks attach to the B.I.S. at the presont time.

1/ The Federal Reserve System has, of course, ncver participated in the BeI.S.
although two American directors, co-optcd at the bank's opening, served
.until 1935, as to the Reichsbank and the Bank of Japan, their present
"status is undertermined (sce belew, page 17).
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B,

Voting Power and Present Ownership of Sharos

|

érc 1ikewise vcstod primarily in'Wcstcrn European ccuntries.: No voting right is v r
fattachcd to thc owmership of. thc sharos, the right of rcprosentatlon and voting
%cing cxercised by the central banks of the countries in which the shares were
subscribod. In the United States the First National Bank of Ncw York has the '

r%ght of voting as representative of the group of Amcrican banks.

|

The shares subscribcd in each country have been eithcr kept by the

antral bank or ceded to the public, as in the Unitad States,}/ in France, andW\'

|

in Belgium. Transfers take place only with agreement of the central bank of the

country of issue. The B I.8. may decline or accept any transfer of shares and

/

shall not transfer shares without the prior consent of the CQntraI bank of the

N

country of issue.

The number of shares that the participating central banks'are entitled

to vote (which corresponds to the numbcr of shares subscribed in cach country)

and the present ownership of thc sharcs are given in‘Ta.ble Vs

by

The Amcrican franche amounted to 19,770 shares. Of these, 16,000 shares
were subscribed by 105 American banks, including J. P. Morgan and Companys,.
New York; First National Bank of Now York; and First National Bank of

Chicago, which guarantced the subscription of ‘the whole tranche; tho -
balance was subscribed by the latter and later resold. On Januery 31,
1947 the United States private sharcholdors held 3:&94 sharcs.
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PERCENTAGE DISIRIBUTION OF VOTING POWER AND :
: PRESENT OWVERSHIP OF SHARES o

T~

‘ Prescnt Distributlon /

- . 5‘ o S " Voting Poﬁer ) of Owncrshlp -
/. 1s Great Brltain , : 9.9 f_ 11.1
..~ 7 2{ Contincntal Western and :
- | Mediterranean Europel/ L.7 "47-6
3. Contral and Eastcrn Europe2/ . 18.7 ' 18.0
. 4e Encmy countries: ‘ _ o
Germany . : : 9.9 : 10.9
Japan : o 9.9 "9.9
-5, United States .. 9.9 .
6! Balancc (Present owmership B - B -
unknown) - _ - - 0.8

0.0 100.0

Including Belgium and Iuxembourg; Denmark; France, Greoee, Italy,
Netherlands, Norway, Sweden, and Switzerland.

Including Albania, Austria, Bulgaria, Czechoslovakia, Danzig, Estonia,
Finland, Hungary, latvia, Lithuania, Poland, Rumania, and Yugoslavia.

1 1y

Over 50 per cent of the voting power and almost 60 per cent of the
shfres are held by Wéstern Burope; includlng Creat Britain. ‘
" The stake of the United States is second only to that of Western

':Eu;ope since this country not only controls 9.9 per cent‘of the voting power
(aﬁthough it has never exercised it), but has of necessity to intervene in the
B-&-S.'in its capacity‘as the sole occupying power of Japan‘and as a participant'

in| the occupation of Germany, the only other countriés‘hélding an,important

vshgre of the voting power. ' . ? | |

As to Céntral and'Eastern Europe, as reflected in item 3 of Table V,

the figures somewhat exaggerate its relative importance, on two counts: first,
the 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,

the B.I.S. having not recognized their annexation; and secondly, Danzig inflates
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II.

I.

Western Furope :

A11 other 0.2 3.8 .= 3.6 1.9

- ON FEBRUARY 28; 9‘47
(In millions of Swiss, ‘gold francs)

T '-;';“Liabilitiea
- ' other t}xan

United States

o

Switzerland 61. 0 o 6
Belgium ‘ 36 9. 4273 0 3R
United Kingdom ' 11 w207 ... 26
France , 14. 83. o= 6942 24
Netherlands ~ 6- iy "f’ ‘ 6-8 6
Ttaly - - ‘26.'7 23

Rest of Western E
Europe 0.1

e 20w

‘Total 1317 1%4.8  9f':;’}23.i" ; 133;5
Central and Eastern . - | o : '. :
Europe except Germany 7.2 2.4 - “14.2. . 47.3
Germany - 2913 ‘76-3" * 21540 j"25*'7
Jspan - L5 - L5 2

Grand Total — 493.9  257.9

s
r'd

23%6.0  236.0
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52

‘lThe following eonclusions emerge from the table?
1. Of the B.I.S..assets other than investments in Germany, 132

m:f.llion Swiss goid francs are held in Western Europe, mostly in Switzerland

'V and Belgium, and 63 million in the United States (in depoéit with the Federal
Réserve Bahk of New ‘fork and with other Amrferican banks). One thirdv of the
B.I.5. assets other than those tied up in Qermany are thus held in the

~ United States and two thirds in Western Burope. 'I‘hé part held in Central and

Eags‘bern Europe other than Germany is insignificé.nt.

2. Of the B.I.S. resoui-ces other than capital and reserves, 155

million originaté in Western Europe, consisting predominaﬁtly of go?ernment '

deposits under the Hague Agreements. There are practically no American deposits.

Federal Reserve Bank of New York
Foreign Research Division
M Ad Kriz

June 11, 1947.
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April 4 1947.

‘ ' " baTE.

.dngucthank fo:_In;ernationglvSggﬁ;nmcnts"

mom_..__.f’f;_}':._éf?_f?zd L (for_visit cf sescrs. Frere and_Auboln)

(Copies to Mr. Rouse and ¥r. Knoke)
. !

l ‘ Inrresponse to your request for =a summary of'metters
to be discusced here and in v.ashington by Hessrs. Frere and’/i};.

' i gt
;Luboin, I aqked ¥r. Athern to prepere the attached memorsndum, (,,f;!»_7n

(v

which 1 have exen inod in dreft form end made certain suggestions

5‘wi;h respect. thereto.fﬁ_'

0-««’

Settlements. Such renorts COVPPEO all

goller, security and gold holdingc of the 3Bznk for Internstional
Settlements with the Federsl hecserve Enn« of New York. Tﬁé.purpose
:f the renorts which were recuired by the Offlce of the Alien
Proaaxtv Custogian wes to record property in which Gerﬁany or

Jupen or netionels thereof heve or may have intere ts.

Another mztter which shoulid be mentionnc at thiq time is

that, ir connecticen with ¢ revision of our gold licence NY;lé—l

ow under discuscion with the Trercury, it 1is proposing = ceparzte

=3

g

icense for the Bank for Internetionel Setilements, licensing us

e

to hold the gold which we now have under ecrmerk for the 3en< for
ﬁnternational Settleiments, but stating that only upon Specifié

suthorizetion by the Secretsry of the Treasury are We licensed to
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RAL RESERVE BANK 0007

Y OF NEW YORX

.

s M . Y. . .
N M . LTI .-

' OATC A_pr.ixi 4,191}7

svoseer: Bank or_Int.e,‘rna t.ional_je tllements

. B. L. Sanford ' (for visit of Messrs. Fref_g"qu Auboin)

2.

'

transport, melt and treat, export, or transfer the earmark of

b

the gold how held by us. On the other hand, the new gold license
under which the gold held for all other foreign accounts would be

covered would permit transfers from one earmarked account on our

L
oo .

_books to another, and also other gold t:%in’sactions, iﬁithouf_: furthe.‘r“

NP S

authorization.
AT e

-
-
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F’FICE CORRESPONDENCE

I . L . o ;UATEHthbr“ryfzsy 1947,
Jo. S | . .. sussccr:  Present Status of the B.I.8. -7
rnom M. A. Kris : .

[ ‘opicn to Messra. Encke (Roolae), Sanford (Lang, o'mherty, and Iobber),
Moore (Rozall).

IJ . - Pnrxml.nt to your reqnast I nendi.ng you t'o statmnta, lhcr.l.ng
the preucnt cu:poaition of the board of diractors of tha B.I.8., md the sub-
'. scription and marahip of its capital. o -

~ Pending the airculation of a stady on the '?oucics a.nd operationl .

of the Bank for International Settlaments, 1939-1946", rhich I am now complet-

? [ S S 1’«‘4_" ,'.".* YN

n‘k ll‘direo ts and 4 alternates, i -

s im@gﬁ% |

:Neatern tur ' ter rval of nore ;
R AT AR R A pe e
years the board of diractore uet on Doombe« 9, 191.6, vith the attendanco of the

. governors of the central banks of Belgium, Holland, Sweden, Sritzerl.nnd, and
Italy, of the altermates for the govermors of the Bank of England and the Bank
of France, and of the sppointed directors listed under 2 in Stat'emont 1 with

the exucptiou of the second Italian director.y

Thers are three categories of directors (in scccrdmco with Article 28
of the statutes);
" 1. Ex-officio directors: These are governors of the 'founder' central
benks, of whioch only thosec of Belgium, France, Great Britain, and Italy sre at
prosent active directors. The United States has, of course, never participated
officially, but in the first few years of the B,I.S. two Ameriecan directors were
coopted; as to German and Japanese membership, see below. Tho governors are
entiﬂ.ed to apﬁint alternates to attend meetings m the toard if they themselves
are unable to present.
2. Appointed direotora: Each governor of the "founder® centrll banks may’
aAppoint a sesond director of his own nationality, chosen among persons representa-
tive of finsnce, industry, or cosmerce of his country (Prance and Germany have.
had twodirectors of this slass).
4 3. Flected directars: MNine other directors say be cleotod by the board of
directors from & group of noninen suhitt-ed by ths govarnora of the partioipnt—
“ing central banks, - . - - o “..:;. .5_; Tk L

L
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. As to the German and the Japenese -e-bnrahip of tho bou-d, the B.I.8.
bas jnot nsted since 194/ any directorl of these mtionnlitiel; and h. has

inserted in the puhblished list of directors the following sumont vhish pre-
sumably reflects its point of views - "With regard to the German and Japggqga
lubirahip' of the board, the legel consequemces arising from f.h‘o situation at

the date of this report remain to be determined.®

8tataunt 2, méh i u-mng.a tn mcmdtnu vith thu premt mm

e O S RS, 3 rac el W an o 8 - "
- 'ﬁﬁ n g PR ‘q *Q Wfslx . ..«Q}ﬂu e 9“:’ ',,‘"

recpae'uw countries: T our l‘orcign

sw»z&.wms ORI T TR i s

hacriptions to the nhms of” tha aInSo ,
2@3& SHET N Vi T

their present Ouerahip (as eatinted in aecordanoe with
the information available to us). Y/ '

| |
’¢ "~ 8ince dl sbares are voting shares and since the powsr to vote them
is reta.ined by the central benk of the country in which the aht.res were originally

hmd (Article 15 of the Statutet), column one of the table shows also the dis-
{ .
tribution of the voting powers.

| . The statement itself is self-explanatory except with regu-d to tw -

nthelx- minor points; The shares originally subscribed and held at present by

|

1/ While the information on ownership dates from 1940 or earlier, it is
believed to be approximately accurate since it is unliksly that there have been
any substantial trersfers of shares between countries since 1940, and such
transfers were not frequent sven before that time. A residual (itea ¥II), show-

ing the ownership at present unkmown to us, is given at the bottom of ths state-
amt. ..

Sy LT e AT e R 2 2N g &
.- o . TV Sk TP oL e e T P e b T L e S L BRI L TN
[ ] | ! [ i t { . {

! ‘ » | 000000127

209720




FEURNAL MESRNYE mmiva
OF NEW YORAK

®»
DATE.. . . -
’ R . AL
T . SO S 5 S S s | SUDJEC®:_. L ;,Q__"““?;_“ T
Fndu SRR . B e e
"nluig gimuaumuimmduvm,rmmwintdmof

the Fon:lgn Punds Control regulations, the status of Dana.‘.g and of Poland, of
wmohnm!igumsm, are not identical. A complex legal situation has
obvicusly arisen, sinoe the Bank of Daasig was nmr'hp.ny dissolved by the
GCerman tnt.horiuu after the occupation of the Free Giw of Dansig, l.nd unco,
of ntmmso,f Poh.nd has in no oy re-estallished the prewar rngho of Dtnxiso p

|u to tho Btltic Statea (Bstanh, w:vu, and Littmnh) 'lhieh m

nav pu-t n!’ nnash, tbc B.I.s‘ » in.‘ purmnoo ut 1ta mtnnty poncy,

4 .,1“'1' by .355"‘
&“ﬁ*«‘z‘)«“«w- Coah

“ 1941 o 19“;

-----
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Blnk of England Lord Catto of Cairmcatto
Bmk of France Emaruel Nonick

Bank of Italy - Luigl Pinandi

Hational Bank of Belgium Maurice Frere

2. ot

‘Appointed by the
_Govermor of

ane N o K

Rederlandsche Bank
Sveriges Riksbank _ Ivar Rooth
llational Bank of Switzerland Ermst Weber

- Appoin]tod directors at the inception of the B.I.S. in 1930.

Director

Sir Otto Niemeyer
Baron Brincards
2arguis de ?ogu-i e
~ DT Douto Ienichelll :

Dr. H. 'l. Holtrop

Camsron ,0 Oobbald
Jean Bolgert

P. Stoppani
Hubert Ansisux

{
-
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’ ..:. Cn g baor N
e e B . By groups of countriez in acocordance with
: B " the present status of Foreign Funds Coatrol ~ ~

- No. of Shares ¥o. of Shares
L Origipally Per Cent Now Owned - Per Cent
I. Rosxy Qountries: L - . mee e
Germany = 19,772 9.9 19,802 T 9.9

] Total ' 39,542 ©19.8 39,512 T 19.8

4,000

Total A, and B 36,872
IV. Genorally Licenped Countries:
C

r old

Austria 4,000 2.0 4,000 2.0
Pelgium and Luxeabourg 19,772 9.9 27,987 14.0
Caschoslovakia - 4,000 2.0 4,000 ..2.0
Denmark 4,000 2.0 4,000 - 2.0
?iw ‘.000 200 S)M 2.5
France 19,772 9.9 19,569 9.8
Greece 4,000 2.0 4,000 2.0
Netherlands 4,000 2.0 5,500 2.8
Norway 4,000 - 2.0 4,000 2.0
POlilnd A’M 2.0 1”000 2.0
8witzerland _4a000 2,0 _5,488 2.8

l Total 75,544 . 37.8 87,544 7 43.9

e R a e A St s SR e e

I | ‘ A L i [ .
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o a " No. of Shares _ No. of Shares
‘ ' ' Originally Per Cent Now Owned Por Cent
i Country —Sabscribed of Total (Entimated) of Total
Completely Unblocked Countriegs - - .
Albania 500 .2 .
Dansig $.000 2.0 2438 Al
‘ Total 4,500 2.2 2,958 1.4
'United States 19,770 9.9 . 2,839 1.4
United Kingdon A.T72 9.9 20,072 19,0
. Total 39,542 19.8 22,91 11.4
m_g (Pruent ownership
nmmmm) : - f—:ﬂ‘y
100.0

- > -
BES R B2 A

". Y -c-,hh-.r-‘!"

"‘?*. :‘.&.t

f 1

9..

B‘“ﬁ'a&

.‘: .
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CORRESPONDENCE : o

Og: IC E ’ ’
{ parc, Pebruary 14, 1947.
ro.. Mr. Sproul o suesecr. Governor Frere's Letter of
FROM 0. Ernest Uoore o . Jamuary 13. - B.I1.S. Unblocking.

i, —— .1 - 1 i 1 o2

o Yessrs. Raoke and Roelse.

,Y&éb..’l

RO .
« e s i . Yo la . ) .,
B F AR L

(¢
(]
e :
. | e
e g e e
3]
-
- -
e by

Attached i3 = draﬁ of a reply to Governor Frere's lettér to you

of Jénuary 13. I have had to delay this draft until I could find an oppor;-.

M
‘L

tunity to look into the highly complicated freeczing regulnt.ions which nf!‘ect
the B. I. S., and in the constant streem of other rush mtters it hns been

Sie g o i A g

f
di.fﬁcult to do this. Houaver, I havo just leamed I‘rom ¥r, Norman Davis T

‘télldng with a‘_{l‘reasury ofricnl, that a setor amend

1'{7: u:.‘ K : %*‘ﬁ;\\‘m Al ‘..‘ el R e {“ _ . R
ents Lo various freezing. regxﬂatons s. recently been mrked out,and a
ey R e %55
g At : 4‘1\1 5 “'é&. .
‘ su with% ﬁ T three’ wae will automtically b

Wemin PR =T -’;‘éw»’ir* o nu p,
outitle the B. I. S« to open a free dollar account for new funds and trans-

e b,
sotions, while its _existing dollar assets (a.nd the income taerefrom) will .
st i e ”‘”*_"-W\«M_.__"

e

con?limxe to be blocked. This is certainly a logical developnent, confirming

)

the Jopinion which I had already formed that there should be no real difficulsy

in a'rranging for such a free account, similar to what has already been &one

|

in some otber ¢a365.

.oy

The interest in and degree of control of the B: I. S. by fomer

eneny countries or thelr nationsls mas fully treeted in a memor:mdum which I

i,
k_w_.\ e

that memorandum is attached. Such suppletnenta.ry infarmation as has since
| ,

become available to us will be presented in a few days by Mr. Kriz in the
fom of two memoranda which he is writing (one of them besed on the coni‘iden—-
'c:La.l B. I. S. report on its mrtime activities, recently roceived from .

/ ur.i Hcmttrick, the other 'bei.ng a revision of a 1940 memora.ndum written ny

ze on me auowy in

Ft -réat in 2nd aantwal Af the R, T. S.).

s ———— -

s\.—.adv..& -..x“.:..'!?om:m AJJA’-‘-J'«@‘L‘J\ e oLy :‘ A ‘If'?";‘e);"""h.‘
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February 14, 1947.

Mr. naurice ﬁ'ere, Chalrman,
Bank for International Settlements,
Basle), Switzerland.

Dear gr..Frere:

| AP i .
! I regrot thut n hoavy pressuro of other mattérs has some-

ot )J/
) vhnt delayod this reply to your letter of Jhnuary from whiech I

....‘ s

&Biéleasw t:a l‘.::
.‘ ‘. vt%
‘wish' ;

}agtss 5

’A.- ]
.e quesuxon o‘ uheu n ol how 7

LR A @ mderSTa ’Y\*wagmaa
scuss wi t.nlxthc Taﬁgﬁoﬁ ’tpigxig
|

the B. T. 5. assets held in this country can be released, now that

the ?ar is so far in back or us and so much progreasa has been mado

EalLS

in the freeing of other dollnr assets which were blocked during the

wer. Your suggestion of & free dollar account secems to me a reason-

|
|
J

abla one which might well receive serious conslderation in Washingtion,

S VE 8w

P

g the ultimate release of existing B. I. S. dollar egsets. These f«

pﬂndin
erson&l vierns, and it remains to be seen ...

|
.r2,) T hasten to add, only my p

juat how much can be accomplished along theso linos, but thera scoms .

R

Ln bue ground for hoping that some sort of solution could be worked out.

time next

—

i Looking forverd to seeing you and Mr. Auboin soune

month, I anm, with kindest regards,

|
i Sincorsly yours,

Allan Sproul,
President.
; 4
ont:ave (o | S L
o e me s LA e ‘,‘:'—Zr’it«":'l‘é‘i}w-m: wm—&m&w&ﬁ
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TR TARN TR S PEDERAL ur.suvzm e
OF NEW YORK
RESEARCH MEMORANDUM :
| Xy:0.,7/
To . Mr. Encke " Date. - ‘I-’/opmr}'é, 1947,
| From y 4. Eri3, Foreign Rosoarch Div, * Subject Ragumption of the Mantings
-. _ , of the Doard of Directory of tho
i ‘ ‘ , ‘ ~ Bank for Intermational Sottlcments
®  Copies To Mesars: Spcodl, Rounds, Williams, Roelse, Rouse, Sanford, Overby, '

Moore, lang, Rosell, O'Flaherty, B1<>omfiald, Garvy and
- Febber, and Jua Burpett.

The beard of d;rectox-u of the Bcnk for Intematioxml Sattlcmnta
me® on December 9, 1945 after an intervel of more than six yaa;-s,, ©Thig t2 oo
an event c;f é)nia interest to us for; the Iollfxin}; z!‘eudx;ss .

1. 7Toe m;tingn of the board of directars of the B.I,S.; are being

regularly rsmed, the next one ba&ng achadulod for th.‘us xnonth.

: }:‘Sndan, Svﬁterlnnd

3% Py

Geverner leber on :‘uly )., 196 as ¢hairmin of the ‘boerd of dircctcm

L. 43 to the agends of the z=cting and the rasolutton.s .‘doptcd-
only Li ..ollovm.g ratlicr fragrentary J.n{‘or:.aticn i3 m ny poa:ascr'x

& The board of directcrs, by a unanimnrus ?om, a.pnroved Wi Thonmse
R ¥eXitirickts cordv..ct. of th= bank durirg the war years dr Mekitrrick.

who resigned on June 3, 1945 as president. ¢f the 5.1 8., had boesn in Zasle

lagt December bofore tLs mweting of the beard of diractars to help draft a

1/ Thoae prasont av. the Docember meoting were “he fol.lmrin.g- Mr laurico

frere, Governcr of the Bank of Belgium; Dr . W. Holirop, Jovernor of the '
an.k of llolland; ¥r. lvar Footh, Governor of the National Bank of Swedon;
Senator L. hi..z.mﬁ Oovernor of tho Bank of Italy; #r. E. Vebsr, Governor of
the Metimnal DBank or Switgzerland; Sir Ctto Niemeyer, altszmate for the Govarnor
of tho Bank of England. Othera present were: ur, Oraffty Smith;’ Chiel of
tha Exchange Departzont of the Eank of Sngland; lr. Jean Dolgert, alternats
for ths Oovernor, and Chief of the Exchange Department, of the Bank of France;
‘Mr Hubart Ansisux, of the Bani of Bel;_.,‘.:::r Profeasscr P. Stoppani, of ths
Harmt o dvayw: Romen Brinngrd o f the luab of "g.qumt Varquian dm Jorua, nt
- Ry S .a".f'.. "ﬁ‘d

i g
. e, PSP S foe gl s,
PRI

e TRIN LY LA ,ﬁ LRS! ¥ oV e
L5V AN S b e S Do AR ax‘u‘...,.».. ik S «.umt-.i".m,.." b g
| .

IR ; [ | i
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. S .
o W e

lcng?.hy repary o3 the B.1.353 opcrations during Lhe wrr yaam 'I&;'gﬂmbr,

be was rot. fTosenl at the meeting- & telegrac of cong,rat: alionm wig Sruns- a
mitted 0 him by GCovernor Frers while bs was on the tigh ssa® an route iu
the United States. < f o 4
- ¥

b. ‘fha report referred to atove is aaid to conaist of twn pnrt.a,

the first sectian being devoted to tho bank¢s Opvmta.um on ruparat
- account following tw H.rat ¥orld fHar, the socond doaling »ith t.ho hsrkta

ccmmercial opsrations in cornection with tin fMmocing nf {atarnationg)l

tradea. . ) {

¢ ”'ho 3. I S g:.n‘wd A ohort-‘am mm.un.t&l crac!:!t acrumoda-

naeacy Lo the mansT M. st-ona uldc h arnss ia

2ur sipds dering the war ecxsdeag the aillttude and o poskcles U Uw

313

KAX s JX

T R AR A -.,.:“:.,“.“. ;‘*uﬁ"‘:. LAY .w’u s
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oave_Jdanuary 8,° 19&?
suBJrCT, The Soviet Union and tho _Bank

L ———— e —— " 0

for Intarnnt&onal Settlamnntn

‘oame - - PR - — o —

Coplen to Messrs. Roelse, Sanford (Lang, 0'Flaherty, and Weﬁber),‘gVefby;tand
- Moore (Rozell).

ONFIDENTIA

- —— o —

L

. \ A restricted report frum the American consulate general in’Basei,

5wi tze”lnnd to the State Department, a8 copy of which wme received rucentl;,

tains information of some interest as to the attitude of tha Soviet Union
- .“ : .1\ [.
?is-a-vis thc Bank for International Settlements., Bfiefly, it states that

iy :
: -

- ..—..‘¢.--

i
1
c?n

.A-.a.. I
St

-il

{ y ' .“i‘ua
oa~! .ernat a.onal Scttlemen

0. POSSESTION ! :
,43:11 }ﬂ;?; oo 3 ! ﬁm‘d’géﬂ?gn zf-io:

ncld by the centrnl benlis of Zstonia, Latvia, Lithuania, end "yernaps,a-uo

: "’ei‘rdi*’é&"%“
Ei*i’

"

<hose otned by the Reicksbank.®

5. The Bani for Internntional Settlements' gold reserves and its

investnents in Gerem:y will become "in the near future" a subjeet of delivern-

“tiong hetweea the "Bip Four," so that the U.S5.5.0. hes cause to concern itself

o,

with the problcem of the 3.7.5.

. o T
The "various azeusationa® agninst the Penk for Internnt;onal

s

Séttlements, includins those oy "the nntionels ol the U.S.5.R.%, as to its

i polieins "scen to heve vanished." In this connecticn,

3
e

\ e
s, waf | & ~
wartlime stbituden

the followin: extruct Zrom the report is of pafticular interest:

- L e .
R T i T g S e .
m" *M\w&nu—» R T - R S SR
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"Here in Basel the rccord of that Bank under its American
President and staff wmaa penerally knowm in'banking circles,
also that every important officer of that institution.wns
intent on internutiomtl work and coop"rntion, ineluding the
German Govermmont's roprezentative hore during the war,
the late lr. TPunl Fechler. The latter was often sent to
Derlin wnere he fouwnt Trosident Ieiiitrick's taitles to
a gucceasful conclusion. This wns well known to the
P initiated hcere. In any ¢use, when thoso interested were
nble to inform their covernments ol the facts, the various
. accusations azainst the Dank would scen to bave vanished.
o Anong these may be included the nationals of the U.S.S.R.
. The latter, it uppears, always shored great interest in ~
“Bank's. activities-and seemed willing tc accept the"

‘Aperican consni

e ﬁ“'»saj

% '¥%3¥3a4§
4 : ;&gg; explqratory‘
1§3unverwa Fith atvier to Lining -
- BpLidly’ for.sthe World Bank, through the Bank -
.e'naticnu* Settleuncnts. It is argued nere that.

if it will prove useful to vetnin a reorgenized Bank for.
International Settlezents at Sasel ns 2 contemet for vurious
Dretton Teods nstitutions In Turope, twen‘unere ig also

every reeson ton sirvenghthen that banx.?

205730
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BANQUE DRS RPGLETNTS INTFMUATIONAUX
(Bank' for Internationnl Settloments)

v

- N ’Vé : . . ) . N .
ahn Gonern% Manager Basle, Noveabor 22, 1946.

*4r. Meurice Froro,

Covarnor of t.ho P.rmquo H:.ti»nnle de Belpique,

Brunucls. | © o .

|
I pruprred thie wock the supploment Lo the Revort of Lhe mannpe-
ment to the Bourd of Directars enverins the riod frou Octnbﬂr 1, 1945 ﬁO
Hewer Loy ‘0 1946, I -

In ro,"nrrim" to the muln Report (inted October 1, 1945), of =hich

wo cunt a gop,. to ¥cKittrick at the Chazo in London, as we hud zgreed, it has
occurred to me tunt you mipht remind HeK!ittrick that this report could be of
gr«at aasietance to us in ‘vj.n Y'a.ahin ton a feir 1dea o!’ our uctiviues e

Dorcr Sir:

pcy

63500 . 'Ban CCo & !
1, 1"‘1.0, 10 000 kilograms for its owmn zceount snd more thrn 10 000 kilogran
for the can tr.l tsnks during tlio subsequui.t months of 1940. oimilorly, in
mrarrsch 2!., the trunsfor in dollars to e United Stutes of rll the dopocits
of tre Bangue Mutionale de Yuposlaviu cn the viry day of the Gorann invnsion.

L‘s i1t 45 very unlikely theot Mr. FPugene Meyer will resad the entire
report, 1 be;ieve thrt 17 HcKittrick wouldd be so "co'] 2z to show him these
presLros or rerind him thut wo sifepunrded in full all the Czechoslovikisn gold
in cx‘st«nco ut tho outbrerk of the wnr mnd nll the gold of the Baltlic countries,
1or the purpo ¢ of delivering to the riglhitful ommers when the borders hnve been
u'af'.nit.ely detarmined, triz might induce ¥r. Pucene Merer to have cur report
studlied by one of his persenal usnisi nis rnd night iive him rn oxnet {den of
the p.rt nlaved by us during the mur, :

On the other hand, de you not believe thut it mipght Le ndvicnble that
ut the time deemed proper tnis report be breugkt in en ezpropriiute form to the
nanledre ol the Federal, although 1% is not reprecented =t Lnhe present time on
eur Poxnd iof Directors ? '

These thoughts occurred to me after your depurture, btut I wunted to
sutalt the: to vcu before yeu see McKittrick spein in Brussels. At any rate
I cm having o second copr of the Report in English sent to MeKitirick in London.

Feithfully yours,

{877) R. Auboin

(3

j ‘ - ' . 000000141
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’ ‘OF NCW YORKX

*PICE CORRESPONDENCE

bATE.-._O‘.:.“,b'r 8, 1946'

IrKnoke

‘ SUPJTCY. | Lio,uldution'of tha lhnk!‘or
min 0. Ernost Loore . ... Interpstional Sottlements. ..

i{ am in basic agreoment wlth your memorandum of Soptcabor 30 to tho
Tlles, outilninr tho ramurks which you mde to Searetnrv Snyder concorning
sarly licufdation of the U, I. S. 'n\o only comments that oecur to ¢ are the .
follow!net

(l) In your puragraih nuabered 2, "highés‘t level® is podslbly too

mloglsuc.] 1 think 1t uau.ld bo truer to sey that the B. T.:8.Y infomticn “

state tae B. e Se bta never bersy able W do =uch in

SIS B ‘,‘.'[z. Joerien, gl bao been lapcedy recivieled

' ooyl ; imd g ey s e e . Ps . .

JLrpe, Junn, And sae Uaitedorwtes (wue winly Lo ....c Tret that 1 clotutes
i

sinee the hepinning W

IR LY . Y . , S T . -
cunttes dln netivitian Lo rald nlundare mountrties).

(2) Undey mour "5" or possibly ®s%, I veuld Qitve rraferred to include

sae yelerenee Lo Lhe zzirit in vhich licuidition fo te lake 1lnce. The Jretton

|
“aoda vepnlution vina serin'nly in the rronp splridt, T cannod underastand vhy

arery poy areen Hf int-amuf.i onul collobarafion 13 (o nlart cut by esating siurs
nteh 4t seers % e Iwelitiles he ner organization and the
shole undnrtakine o lutrrpitiontl contarnilon. It is not the pz;edecezst.:r organi-

wmiloms ehieh| deseryve consure il the povernments und the regplans nho hove f2i
tiicns. Tre proper zay to proceed, if the B. 1. S. nas

co so in actiwcon‘.‘act and cod;.'?ra'tion wtth the B. 1. 3.

$dn e e L e A T e el : e v AT el ,q;.»'-(, ‘v

L | N

. ~ , 000000142
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FHOM

H'Aadvised him as follows' g - e .
'1. The ultimate fate of B I.S. had pretty"well been determined by

«/ ff T FRE-MY ks
, e tcuwte 'Q(‘;ci /77»4,72:%,,4» * YRR
X ‘B/Ndﬁeaii Lo

. .' Co DATE BoptonborBO, 1946
suosecr, LIGUIDATION OF THE BANK POR
Lo *' KNOKE , ~ INTRRNATIONAL SFTTLEMENTS

:‘Secretary Snyder had ésked me, through Mr. Overby, to see

"him and loforn him how I felt about the early 1iquidation of the

Bank for Intornational Sattlements. In my conversation today, I

Bretton Woods legislation. It «ould seen difficult for E.I.5.

1ong to survive the bitter aasaults made npon 1t at Bretton Wooas.x

in the various ceuntrip of the world, inc luding Eastern Europe,

qas unyuestioned. At thls time and for soue time to come, E.1.S.
néturally would: continue better equipped for this task than the
Fund or the Bank. |

The Bretton %oods resolution only recocmended liquidation at
the earliest possibla moment. ‘ '

This moment, it seemed to me, had haprdly arrived yet. Wiszdonm
would seem to dictute thnt (a) tﬂe best uce be muade of B.Il.S.
during the earlier stages of building up the Bank andé Fund;

(b) one await tne devélopaent of Bank and Fund before finally
doing away with B.1.S5.

These arguments wore doubly valid (a) in the absence of need

for haste; (b) in view of the fact that insistence on early

000000143
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Boptonbor 30, 1946

DATE.. St A

.4 , ’ '
FILES S : . dussrcr:.
sv Lo We KNQKE

R I
°

! -
liquiéation might provq;p source of friction ﬁith othér.
goveanoncs holding to o different belief. <Tﬁ1éiwbﬁld not
be worth the candle. |

7. 1 would say nothing of the technical aspact of early liguida-
tion which was conplicated and might render oarly aetion

dirricult ir obher countries olected to lnslst onvtho 11teral

1nterprotation of the B.I.5. statutes.
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Q§FICE CORRESPONDENCE
. o . . Dare mt ”. 19‘60

tre % ‘ sumuccr Liquidation of the B, I, 8.
Furiw _ - 0O« Ernest Moore : : :

OF NEW YOHK

@ Copios to Mewsrs. Knoke and Roelss.
szgzxa;zxLAL

<~ -Referring to your inquiry through Mr, Knoks, I am outlining below
vhn‘trm.to me tho most important pros and oons on the question of whether
the B.. I. 8. should be liquidated in the near futures |

¥orld Pund and Bunk to which the solution of international monetary and
| financial problems has been entrusted. It is incumbent upon our government,)
as the oae which- callzd the Bretton Foods Conforence and dominatod its
sessions, to sce that this resolution is fait.hﬁnlyvca‘rriod out, -

2, The B. I. °. w=3 uude: Axa control during zost of the war

- e VO—

period, since the Axis Crvacied Ol favrilorles nd demicnted Lhe mwMta
and central banks of countries owning perhaps 83 mich as 80 per cent of the
B, 1. 8.'8 capital stock., It has been clarged and it is \ri.daly believed thas
toe B, I. 5. followed a ;:ro-AxS.s‘ policy during the mar., Even before the ocut—
break of war it adopted & pro-ixis attitude by surrendering to Geraany the
mldthichcuchoﬂmmldmdor‘umrktuhthoh.l. S. With the
defeat of the Axis, 1t 15 logloal that the B, I. 5. should suffer the conse-
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QF‘!CE CORRESPONDENCE

. Tl . Dave . Mugust 30, 1946,
o, WreOverdy . - “sunjecr liquidaticn of the B, I. 8.
Fuom _. | 0. Emest Noore

7/-25;’)‘ 4. 2 A ‘ .
. 7 2 APt B e
«0"‘/-' t( NV ‘I?C,{‘ myﬂzzw/(J/!é:’ g . “l‘"‘”.’ *

BCZX i P!MQ&;Z ’

FEDERAL WESEAVE BANK
OF NEW YORK

N
E
|

quences of its pro-ixis u't&au and policles.
3. The B, I. 8. mas founded on mistaken principles which have sinoe

been thoroughly discrediteds the maintenance of the gold standard, nnd the
independence of oentral blnka from xtmrnmt mnnu:co. It would bo & pro-
found error to continus an institution which endeavored to put such principles

; g, B 1. 8.1s.fimoticns maimp-ot ‘to mu mtary mm:.-

no f\xrtimr noed for the B. I. 8.

i 5.nmmn&nmmemm“-mgmmmm ;
policies and operations would be sure to conflict at some points with those &)
of the Torld Pund and Bank, which would tins bo hindered in the succosaful !
axecation of tie difficult tasks they have to perform. Comtimunce of the |
H. I]. 8. might even Mdnce somo coumtries which would otherwise join the &l
hmt}landmnktoauymtm..&vaoucms of which the Amd and Dank \

would not approve.
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had B LLR Ch ) FEDERAL RESERVE BANK
. OF NEW YORK

qssice: CORRESPONDENCE

qg . ’ S ~ .. Dare Augnat 30, 1946,

{f'ﬁ vo |Mre Overdy . L Sunsect’ Liquid“t1°n of the B. I. 8.

S b 0. Ernest Moore _
. o L -3

f 1, 'm. Brcttcn Woods ruolu'd.on oo the nquidatioa of tho B. I. 8.

:" 13 not mdntory. It 1s meraly & mouandatton to the rospoctivo governnents,

sdopted at t cantomoo the docisiaa: or which, 1n Proudmt Roosevelt!s words,
'mnotwbobindmg'nnhermnnyorlopnymthomum
.-aua, but will be referred to the respecti "oamantstorm@mncr

a' I‘ 8.'

*The Conference wishes to reaffirm the declare-
tions of previous conferences with regard to the great
utility of close and continmuous co-operation between
Cent-al Banks. The Bank for International Sottlements
should play an increesingly important part not only by
isproving contsact but also as an instrument for common
action.”

i & ® *

et & view & orriving at an agreed Intor-

protation of the data revesling the tendemcy of devalop-
ments in genoiil o inoo 7 nctivity, and an agreed policy,
Caantral Banks should consu.: togetuer coutinucusly, each
Central Bank in case of difference of opinion, acting on
its om judgment of the situation. The Bank for Inter-
national Settlementa constitutes an essential agency for
Central Bank actiom designed to harmonise con{licting
views and for jolnt coasultation. This instrument should
continue to be employed, as far as possible, for the

" realisation of the principles set forth in ihe present
nota. It should comtimuously examine the appliecation of
the principles of the working of the gold standard and

"’*MMW&@MW&WWW
desiralle.”
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RFRULULEL AT RE RA DIDINAL ARWTIVES

7/20/46 Fra- /uyxw*zuzs(g;m e
.’)ﬂ, f\-Jlf»D tﬁeﬁ- m’“ri‘;’/{/,’“ f‘ i‘ . s

1&?)( I Bivoen 1

rEOERAL mESERVE BANK
OR NEW YORK

24 “

o ‘ R mmmm}o,mw.*,
b.onrb’ ) - o ‘SuhJter quuidaﬂm Ot the Bo Ic 8- .

. 0 Ermost Noore o o e
B _

I+ . 2+ The fact that the B. I. 8. had a Swiss citisen as Chairman and
th/ariun;u President during thc mr would normally mﬁﬁ;ut that it was
ldm;mmlcrmpmdnypouqnﬂwrt&napmkum.

In iu mﬂ nporte and xmhuc nuuunts, the B, I. 8. claims

that it hna boen at.rictly neutral throughout the war,. ‘rhoamnnl report for

. the yoar ended NMarch 31, 1940, contained the folloﬂngatatmtc

The rules =3 lald domn were that the bank would abstain: (1) from any trans—
;cuon waich would have the result of carrying out directly or indirectly for
iho account of the central bank or othor institutlion of a belligerent country
l financial operation on tho market or in the cuzmq of snoiher country with
which the forwer =25 in a stata of war; (2) from disposing of its assets on

i I

the market of & bolligerent country for the purpose of making or facilitating

|
l!my payment to or on behalf -7 snotner wountry with whick the Jformer mas at

'hr; (3) from tolding 4n 1 'x om Towe S0 FRe acernt cf the central bank or

i
[ other institutios of a belligeront country gold under earmark or against assets
! cn the markot of another country with which the former country was at war,

In the 1940-41 report, the bank's neutral policios were reiterateds

*The Bank has adhored to the prineciples of scrupulous

nentrelity which it laid dowmn for itself in the mntumm

! S , of 1939, confining its activities strietly to trans- o
‘ actions whereby no question can posaibly arize of : Coel e

- - ' ' I | 3
L ] ' ) ’ H . | u
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To.|. ! °"“‘” ~ o 4 " sumicer liquidation of the B. I. 8.
From ... . .- O Ernest Moore _ ____ P e e
o 5

" conferring economic or financial advantages on any
balligerent nation to the detrimsnt of any othsr,
. -Morsover, no operations are carried out which might
. directly or indirectly rm coumter to the monetary
. - policy of the central bank in the country concerned
or in practice conptitute a circumvention of the legml
- provisions governing the disposal of the currency of
that country. Wen the Bank has been faced with oppos-~
ing claims to the same assets, it has been careful to
sxamine the legal questions involved, having obtlinod,
ammms, hplopinuu:ruhdopudant
has ‘adopted a- mrao

£ any oon:
quence during tho war. m Bank's 1941-42 report statest "The extemsion .o.f
the arca of the war and the intensification of financial and econonic warfare
(not least in the United States) bave led to a further dscline in the volune
bf the M’s operations, the total tumover being, in fact, less than one-
balf of the figure reached in the previous finsncial year.® The 1942-43
roport mentions a further decline by one-third in the total turnover, the
194344 Teport says that the turmover declined in that year by nearly anot._hef

third, and the 1944~45 report speak. of a "..rtker decline.® Instead of
building up its investments in or alsims on Germmny, the B. I. S. reduced the
value of its German agsets during the war by applying in reduction thereof
the dividends payable on B. I. S. shares owned by Germany. The bank alse ,
umngodnﬂxcemnytopnytoitmgaldtheintareatoamodonitscemn
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FLOLRAL RESERVE 1
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DAt August 30.‘ 1946.

Subsccr “liquidation of the B, I. 8.

) ummmommromuw,ma.x.s.motmcm‘
eold L udo in obodimo to pmperl; authenticated instructions of the
motﬁnebld, tholaticnnl&nkof cm}na}aukh,lndcnlyd‘torthe

" 'n. 1. 8. m oonmdtod with the British and French suthoritles as to whether

’thoro were l.opl grounds (such as an c:ut.ing or prospoctiﬂ mto of m)

shares could be controllsd by the Axis.

rormmmumﬂynwwmmmmwmmm.f

of tho war does not necessarily moan that the votes corresponding to those

In the first place, B, I. S. share-

holders! meetings during the war were confined to the most routine matters,

sush as aprroving the annual accounts and the anditors

the directors of responsitility

for the yveart's uperations,

! reiort and relieving

Secondly, votlng

was almoot entirely by proxies placed in the hands of tze bank's president or -

chairman, Morouver,

in the case of countries such as llorway and Poland,for

- which there mas an adii~Glea.: wc :nstitution vithin the country and & refugee

institution ocutside the country, both claiming to be the central bank, the
B. I. 8. did not choose between the two, according to our information, but
commmicated information and official documents abrui shareholders' meetings

mmw,ammwchunmmmwmtdmmm@uaﬁm.

i
2

mnghteowwn._I.s.wmmainomcisedinmm t&amtml
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| )’ % To. h:g o’:’b" o o - : SupJECT md‘um of the Bp I. 8. )
0. Ermost Noore '

| bnnk or tho umtry 1n which the rnpootin shares were origlmlly subsoribed;
mllntmntlsoinmtdu'hmmormorthnnhuenmmodby
pr.lntc innstara. mu, mtmm' mhcr of smu orlginany subscribed in
athcr oountrlu tho lui mxtboriﬁu or banks night acquira, they could never
vou dirocﬂ; more than the 27,772 ahlru oriximlly issued in Gtmny, Austria,
.. and Dansig, rcptounting less than 14 pcrtpont-offthc total of B. I. S. oshares.

Mnenta to carry out the curt a.nd pere-ptory'roooaaxdaucn ndoptod at tho
Bretton Woods conference. Unlesa the American GCovernment is in possesaion

of incontrovertible evidence of the B. I. S.'s guilt, fairmess would sees to
demand that the B. I. 8. ahoum not ba requirod to liquidtte without a hmrl.ng
‘ \of some sort. The charter snd statuies of the B, I. S., as wall as the con-
.vmticn .'.hich it signed with the Swiss Governzort snd the trust agreement which
it enterod into sith thy governeanis wuich were reparstion creditors, contained
detalled provisiona for ir i tli.*tan of disputes botweea the B. I. S. and
any intorested central bank or government, though only with regpect to the
[i.nterprataum or application of the Mr, statutos, mmtim, trust
agreement, and New Plan (i.e., the finsl version of the Young Plan as amended

at the Hagne). These provisions might, however, bo cxamined with a view to

determining whether they could be used in the present instance. Another

pouibiniw-mIdha 'etheohnmminstthoa.x.o.tom
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1t seoms o,f:rvioun that the B. I, 5. itself would havc taken the nocessary steps

—
»

W” 56 Frea-
A) 't/ Al , . = )
A/?g:("”w f"é’(“ ZM 4 7% ,tf:é?"s £ et

Pidaass o ' ‘  FEDERAL RESERVE BANK
' OF NEW YORK
’ICE CORRESPONDENCE = . - e
- oo » X \ Dl\'" mt)o, 1946.
apvorty | 2 i Suuner Liquidationof the LT s,
Or. EZroost Moore | : '

- | -8~

Inhmt.im[n court or Justioe of the United umm. Under the United Nations
Chnrtor, w orpn or tpooh.uud l.geucy of tha MM ua.mom is tntiuod %o
aak the canrt for an advinory muon %on lep.l quntlam u'uina within the
soope of u:'au- activities.®

“rinciplos has chan
i
statutes of the B, I. 5. Hed it not been for the political and economic un-

L |
certaintio? which prevailed from 1931 to 1939 and for the ensuing world war,

to amend t:ho bagic principles of its statutos.

;&. Tho B. I. S. has perfo:‘od and can contimue to perform the follow-

, .
ing useful functions which the Forld Pund and Bank are not in positlion to under- b

R ——

takes

(2) Acting s ageancy and 4:ic.mediar, f~r ‘echrical col-
laboration betweon central benau, a. for exazple
in the coordination of credit policles, the
standardization of gold handling terms and policies, "
foreign exchange operaticns, etc. The B, I, S.
would, as before the war, use as the principal
? channals of itz action the monthly, anmual and
| special meetings of centrsl bank officers, and the
| organized ¢xzchange of data and documentation.

000000152 |
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K ‘yo. Nr. Overby S suosccy Liquidation of the B. I, 8.

From . ... 0. Brmest Moore

(b) lc'u.ng as dcpolibory for the toroign oxchanga holdlncs
of various central benks and managing tho investamt
of such holdings in various foreign markets in such

" a way a8 to fuooilitate (and not hamper) the credit
polizies of the contrsl bmks hx whom murkets the
invostaents are udo C

(o) Holding gold under earmark for central banks which \
prefor to entrust their holdings of earmarked gold
. to an international institution enjoying imsuniti

(o) Actin; ac depositcry and clearing agent for the

International Postal Union in the settlement of
, , postal toleograph and telephone balances dus from
. one nation to another.

(f) Acting as depository for various international organ-
izations, such as tho Intormational labor Office

and the Ped Cross, which have receipts and dxshurao;
ments in a waristy of currencies.

(g) Acting as trustee or fiscal a-ant for intermaticnal .

_ loens such as t.- lowes and Ioung Loans, the Austrian

! Govornnent International Loan of 1330, ecte., which
were {loated anl ten s o wicwiced in a ‘number of
foreigsn =zarkots.

5. Thoro may be new functions which have growa or will dovelop out
of the Second Forld ¥ar and which the B, I. S. could usefully perform.

: For instance, all of the per reparations problems have not yet found
a solution and it may yet rrove cesirable to assign some function in this

connection to the B. I. S. "It is trus that the abandonment of the idea of

‘mnl,ynmcul reparations :!nruor'or thoe transfer of physical assets-

@mwmxummuawmummam

|
1
0
e SRIEE e
|
|
I
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" ;:'Ropg | o. Emnest Moore ‘ | o )
‘}. | | -10- . ‘ | |

D. I. 8. typo. m tﬁo ovth.crAhtnd, £ha new typo of roiuratd.on trnnsfora has
nlrudy brokcn \dm in Gornn;, and 1c also nooﬁ.ns vith severe criticiss on
tho part ol‘ thono :ho tavor ni.ntai.nlag . aound mduatrhl ocmosy in Germeny.
'nwre 115 m.u '} ponaibi.nty, t.heroforo, that tho pmunt nystea of reperations
uygl.ve-.yto nouth&nglorononﬂyruubung t.hoﬂorldhr!twpoot
‘ropnnt.!‘.ono, in which mt the B, 1. 8. ought to be a uumlvs.ntauodury

| sore conmiant, but politically less embarrasaing, to have an international
Lnstib.\t!i.on acting in this capacity than to designate private banks or individmh
in spociiiﬁc countries.

1 There would doubtless arise in the future other functions of a mis-
ce].hnaa%xa character which could best e porfomcd by the Bs I. S« In this
utegory? of operations bjr the 7. I, 5. in ."= vast have been, for exampls,

conmkinig the international c.axzlttee of experts to consider the desirability
of a pos‘itponeaent of Cermtny's reparation payments; anmually a;i«pointing the
nembers ‘9! the bankers! international standstill committee for Germany;
hsnd].i‘ng%tha exchange of currencies (froz francs into rcichsnar&s) after the
Sear plellziacite; compiling end distrituting taxta and translations of the

various c‘;mmtries' foreign exchange control regulations, aad of their wmonetary,

L4
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I A . FEOCRAL RESERVE DANK
. OF NEW YORK

OFFICE' CORRESPONDENCE
®

’ . A DATE. Auguat 30, 1946.
10 l:a.rQnrby" S ‘ sucar 1. Liquidation of the B. I, 8,
rwow v . - .0s Erneet loore .
-11l=

-6s. It would be technically difficult to carry out a prompt liquido~
tipn»;of«tho B. X. 8. lruclo 55 of the Bank's statutes provides as followss
OThe Blnk-nynotbc liquidated except by a
three-fourths sajority of the General Meeting., It shall
‘not in any case be liquidated before it has disocharged =
all the obligations which it has assumed under the Plan,®

*(1) shall carry out the functions assigned to
-4t in the Flanj

The Now Plan, however dead it may be in actual practice, is legaily still in
force. Mhile it was nominally terminated at the Lausanne Conference in 1932,
the Creditor Powers ngreed at that conference that they would not ratify the

' abandonment of the New Plan unless and until their war debts to the United
States Government were cancellel, TI.ese allied war debts have ﬁot been
cancelled, nor has the 211i;htas’ 2nve been made “to canc.el then; It is very
questicnable whether enough votes can ever be modﬁ‘/t;-mcel thes, as
sany sembers of Congress will doubtless always prefer not to‘rel*.m the
debtor governments of the “stigma® of defanlt. Thus, the New Plan lives on
and pay well contimie to do so until 1928, the prescribed year for its complete
fulfillment.

ik

LR R SR - h f~_f< L 1
It'might be possible to circumyent ihese difficulties by first baving -

-

Article 55 smended to exclude the second sentence, but this w==l2 saieil new

SRR s
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OFFICE CORRESPONDENCE
: . Lo o o ) parr August 30, 1946,
% E 70 .r mb’ ( ' . SUC LY. Ll.quidaticn of the B. I‘o 8-
: ,o.puo.um; (1) Artich by a'hich hu . sm.m tmor, mot be amended in
A
n thc umll ny (1.-., on a proposal by 'm-m mjority of the """"’ wd a

i 1 ujar:ltr vou ot t.ho Amunl lnttnx); 1t¢ nmdmt wauld require, in additun,
l l | ] t- Mta hv mpplmtinz the Bank's chartar, and the Swiss Government obligatod
.8 | l

: l ‘1tself, in its oonvention with respect to the B. I. 8., not to saneticn any

‘ l amendmont to Article 4 (tnd cormn other mol.ﬁod articlos) viﬂumt the

apocul“rntrictiona plwad npon tho umdunt of specified trtidu which
| include Article 4 and 9.

!i The governments which entrusted the exscution of the Hew Flan to the

| B. I. 8. could presumably appoint some other organization as ths future agent

| for the same functions and trunsfer those functions from the B. I. 8. to the

new ageacy, but this would not do away with the B. X. 8. in its such more
realistic capacity cs & monetary and central banking agency, xhich is xhat the
Bretton Woods resslution really aimed to do.

7. Finally, an cm‘orced liquidation of the B. I, 8. would be unxise
bcamso it would reflect :pon the sincerity and integzity of the Forld Fund and
Bank and of the governments which ccw... ...te them, Instesad of casting blame end
digcredit upon an institvtis whieh Teprerented the first earnest ef‘tort to

bring about financial ccopstation between the nations, and which failed largely

’ - 000000156
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Kr, Overby R - sunsecr.. ldquidation of tne B, I. 8. ,

bDeosuse the governssuts themselves would not heed its pleas for mutual trust
end ruh&m. the governments should mow credit the B, I. S. with 1te dus,
a.hauu dtnlcp close oontacts with it through their respective central banks,
and should leave it to the B. I. 8, itsslf to decide whother snd when it should

O ANC ‘
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K ‘?OP NEW YORK

" OFFICE corRREsPoNDENCE ST
. - - f ./ :
3" : v E oare HaY 23, 1946 _
"+, FILES (COPY TO UR. SMNFORE) .. OVR ACCOUNT NETH THE GANK FOR
corns.  Ls W KNOKE . . . _.___ INTIRNATIONAL SEPTLEVENTS

} - due LT 3/‘& /ML
| Cnrde w28, ¥yt
| I mentloned to'Mr. Knapp this morning (and asked him

to Aass the inforuation §n te dr. Szymczak) that we had
recently discussed the nztter of our account with the Bank
_for International ettlenents. ¥e had come to the con-
clusion’ tnﬁt in the light ‘of the Bretton Woods.agreement
~c=lling for the liquidation of the B.I.S. and in view of -
;;thn!fact tﬁ*t the Alien Prope"tf Custodian miaht il ,;inff?

M&Mwmg‘% %

cloqe this account. We had renticnr-q 'mi‘s'r matter to -

|
Udr.iscKittr

|
wer% planning to inform our board of directors this arter-

ick just before he returned to Switzerland and

noon and then cable to Basle.

Lr.:( EOC
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am Bmwﬂl an o

o o SumgeT -:

;Theyattached 15 a copy of a letter nhich I received

| from’ Br. RcKittriek on February 26.
|
i » I asked Foreign Research to. give me whatever informa-

| R /_ tion was’ available en B I.t 's Italian portfolio, 1n reply,,I
"ﬂ received Mr.: Sumberg's and Mr. Moore's attached memeranda>gf

i
o
o
j_,uarch 2.,~~
I

1etter? In view of the commotion this $3 000 000 transaction
has caused at the Treasury for the last threa years and the

Treasuryls steadfast refusal‘to allow B.I S. to use its aollar

funds here for payment to the Swiss National Bank 1n settlement,
I propese, however,

.4\;“

instead of sending a copy simply to say to the Treasury that,

f
|

|

i

|

|

] I don't think I can afford to say nothing.
|

g acoording to a. ntte nhich I received from Hr. McKittrick ‘B.I.S.
J

!
i
| i
I - ‘ | has now been able to oischarge 1ts obligation as the result of
} some gold derived from the B. I.8.'s Italian portfolio and that

. { Lr. !cKittrick adds thet it 1s a great relief to him to have
! ‘ ;
' h this troublesome afrair now out of the way and that ‘he’ hopes the

authorit;ggginiﬁgshington will be gratified.thatltheir wish to

/.' Y 1 4
| : .
i

|
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. have Buropean’ liabilities settled with Puropean assets ha ‘,één
en effect. It 1s possible (if not prohable), in the light | S

will not be bashful about ‘ R

give
of{past experience, that the Treasury
of the letter, in which case I suppose I

P

asking me for a copy

would have to send one. _ : : C TR
, ould appreciate your ‘advice in the matter. 0 .
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!' _ Roten'ing to lr. chittrick's lotter of Jma.ry 16, lr. Snnhorg is
vmhuitﬁng to you th:ls &ttemcm a nmm&u- diacuuing 'du luquidaum of

| the B. I. 8.v zm.m portfolie snd eritioising the poor Mgnant ‘of ‘the

' 'th? great ﬁ.nancial lmd intamtional uperienca of Ir. lcntm‘ k.

B.|I. 8. Macoapting.?'ninim dolhrsofgoldﬁ'uummentwhioh is

|
nat m recognised by nentml Switserland. On the’ rm af it, i.t certainly -

locks es thangh the B. I. 8. hnd ld.d :ltaalf apen to the oha.rgo of aceept:tng

|
t&intad mOnOy. It ia d:l.ffieult, howmr, to reconcils mc.h poor judgmsnt with

o t, i I

an not in a poaitim to atteu.pt to defend the B. I 8.' cetion, I mtura].ly
mder Af there could not be some cirmstmcaa tmt are mknun to us. Yor
ona tb.ing, thera 1- thn 1nm1ty which t.ha B. I. 8. onJoya !ith respoct to its.

: uaeta in a mbor of conntrias. Italy was among t.he cmb:tes vhich snbscribed

K

at the Hagm 1.n 1930 to a *oonmt:!.m respeetinx the Bnnk for Intemtiml

N
‘ ‘Settlnanta' containing tho following pamgrapbs

’10. The Btnk, its property and asaots and all depoaits and
I otherﬁmdaentmstedtoitmuboimnmﬁlaefmo
and in time of war from any measure sach as expropriation,
| requisition, seisure, confiseation, prohibitiom or restriction
1 of goldor currency. oxport or import, lndanyothor ainilar ‘
measuree,®

‘I mder mther thia clanae mldbindanya.ndall gcvamnmts opmting on

A' _ n?lnn torritory I also mdar 'hether the B. I. 8. my not hnva arranged,

vhmthsltaliansumdarnainpmding,tohwsmcfthotmgon

Y I

! sarmarked as eollateral for its Ttalien :antnmtn. I* snch vers ‘the case,

."[ J ;... - V'.‘A.,-,‘.’,l:'»q'"_‘_'_;_._";._..‘lal nwennm +k-" +ha ﬂ I. 8. m m‘cﬂ’ ﬂlﬁﬂd u
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' F‘EDERAL. RESERVE BANK
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| ' L | DATF—' m 2. 1945.
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. withdraw' ‘the gold f.ron Itdy, reg&rdlaaa of the rcgim mch happmod ‘bo be in .
Mr nt the tino and regu-dleaa of the quastim of recognition by othor gonrn-

nen?s. Even if gold was pot set aside as collateral, 1t is very pro‘nahlo that
t.hrItuJi&n Govemant had glven the B. I. 8. a gold clause; I believe ¢
meubor that i did as far back as the early thirties., ST

' I do’ not pretend to lmw anything about the legal aspeetu oi‘ this

a.ttt:lation, tat I thought m night want to oonsi&er some of thesa possibmtiaa.
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L ‘ BANK F‘OR lNTERN wsomm. SETTLEMENTS '
. ‘ ‘i _ : [‘,’.,:.“ s V - .' QJ.J. 4ZJ [} t }
‘The Prasident 4‘4.. )7u~wo 3/../,; S '
L ‘ ' ‘ S '. ‘n [ J; ‘ . .
v ) ‘ L .'f:l m M/ / /‘“ABASLL ..:mu,r .;J, 194,. .
Q'Al-.ail
- 7ix € --bozru

"y on Uevember 5y, 1’}}3,3,‘1":”-'-'-”'1"1' =
gr.r-..n:; s : Uatiznmal Danl itk due
%.I.3. v‘:i iv.Zoouwatad ! ‘o zoze 3 =illion dollass’ )
end =os ..ub:e:u=n.~ convar+ad {inte 2 Toli claiz, Tew Yozk
deliverr. Tow I am hopry to 21l rreu tihat tids obli i
has been disch“rgod. ; : B S L -

i Receipt here last An*;l of
:.fron tha 3 I.a. -Tta li:m port“olio put t.:e

n d“co..,_._,l....a
r:-'?l ﬁ- ,”:' ‘u,

} old ‘;5."‘.-?%:"2011'::-'5',“ ;if;é. ine'!
Y ss irarcs  fror Bae Tational .?.ﬂ.r he :‘do
| ts e:-ect ve;a;’:ert. C‘ courze in '.:r::c..:.ce the whole
! : t.xi..,_, Tas hoo....ee"inz, excert fox the delivar: of- ol., and
l the upshot of it all was Just as if %:2 Tational Banl: hod-
pai‘ te B..I..a. a co::...ission of 1 3/& to deliver cold in

ins‘:.e d of Tew Yorit.

: It is a great relief to' me thot this trou’bie—-
scoe ._l'i‘..:." i3 now out of the w2y znd I hope the aushorities
"dn asningten :'rill ve graiifield ihot thair wisn to have .,u:ro-
pean ;lfﬂbi."‘«it;a: gettled with I ~ope..n n3sety ha - heen

£ & E
il L AT P . s : ; Lo - f..

S I have been nc"i..u 2lzeszt &espemtél;’ forz
] chence to visit' Anmzrica agein but ii2 rnec2ssar; occasion has
: not pregeai:d itself. Thers can be zo 1oubt trat for tke
J : prasent I 2= useful here in helzing to eez the ship on an

R . , aeven. keel w..ila political stoma are raging in :..urope.".uug
i TR ‘ ,
R R b4 best thou gh belatad -visl.es ..o ‘you and’ "our
coll’e;‘g-.ms‘f'.,or 2 suecezasful and aanyy aew year. .y.rticula..
r232ris to (. Sproul. ' » :
' ' Yours ginéerely,
‘. Iu.:o ::lof:'.,' "":3:3_0 s . . Ve ¢ - “'./%W F ) .
L Tieg-TFragifent of the ‘ L L AT
Sy . Tedersl’ leserve Zan'i of Low Yools, , , [ '
‘ Co Tew Toru. o - ‘ ] o
R " " o ' . i. : IR el ‘ T e LT j-‘3.-"}‘."'» JEXI Tt N‘m' «
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DATE __Sapt.."ll ’ 1944.

> m\‘r\.%;",;}:-‘;‘u' e 13w -

S
PO P H Y

ﬁ_lr- xnnke e el ~ Sunsger_ Status ora. I;'S._Contml.v e
Aﬁv.." B - , . B < . T - T
— 0- Rmest Moores, SRS S -
COiiiea t.o ltasars. (Rounds) » Wllians, Roelse (Jo!mson), and-"Smrond.
| (Proparod at tho roquest of Hr. Incke) v = o ..

‘l!he statuo of' Bo. nny countrios vith raspoct to- tha nr haa bacona

)
Bl

| 8o dublous’ for the t.m baing ‘that 1t u di.tticulf. to say prociaely what mn- B
status is vith respuct to B. 1. S. shareholdings. anicany, however, I think
there 1s no doubt. ‘that the llcr' York Sun's lrticle 1is correct.‘ ‘Tha:.;sitqn.tion

P SN

at ‘tho present moment 15 as follo'ax

‘rhe B. I. ﬁ. ahare-voting potera of .l:ds or Axia-contmlled countx-iea

Germany (mcluding Austria)
Groece-

Japan ; L B ‘ b
Retherlnnﬂa : g ‘

Norwmay . -

Poland -

!ugoalavu

‘ Allied or Allied-controlled ccuntries may now vote, ag'a m:l.nimm, the following

abareax : _ - S
o CoL ' Nugber of Sba;-oa )
' Countries ) : ——Controlled -
Belgiur a.nd Inzembotu'g '

'England o
France. ' .- ;
Rumania :

U. 8. 4

crnne e aal T
LA ¥ A R \a-t"m

F’x

isleg
Rl ?l F{Lg@; ~\1 Now-»lZezow Pep mﬁ'rerum,..

BD’( [ | ’ : : |

g}NDE’YLI 19 00/6&" &Ol?f
B,’,g. q,lul\{'q "b/é/‘/!




S susicer . sum or a. I. s, omm. o
[ Oa‘nlrnest“l'éc;p e -
Three of the noutnl cmtries are entitled to voto shares as tollou: ST
R : o " Yumber of Sharea ERSCEIAY
, Ll ‘ fox

!‘7 X

€
¢

'..‘

I do not th:!.nk

| ‘canttfols more thad 50 per ‘cent of the total B. 1. S.' shares. -
one would be uamnted in doing this. In the case of Italy, moat ‘of the

: country, i.ncluding the eapital and tbe head ofﬁco of the eentra.l hank, 13
».'now hold by the Au.ies. In thc caso of Bulgu-ia, tho country 13 practically

“an aasociated nation of the uliau, si.nce 4% ie arranging an a.rniatica with the

‘ Allifea and has broken orr rehtioaa ‘with comny

c.. ee s

M-u:mim ..—1 “z:* "SE f-t e

l
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A , Dnre Sop‘i'n 11, 1944.
SUQJ:;c, — Statns Of B. I‘ S. Contml. _

| " Bat 1t is hiahly doubtml 'het.her even all of the conntries uatod
‘abiove as A:ds-controlled are properl: chuiﬁ.ed by such a liﬂt. Ingoahv‘u,
| for :lnstanco, ia 1n part occupiod by !ngoalnv patriots and poaaib],y, by now,
mlssiann, and 1t is reported that t.he pnppot. Croat Government has baen over-

'tmrom and tha.t. ita haa.d has tallan into t.he hands of the pa.t.riots., -In"the .

\ LA UP
k.~1~ﬂh#

. quastion of fact

co]ntrola a njority ot tho B. I. S. shares, regn.rdleas of whother 1t ever diaq

1n the paat. :

v

All of‘ t-he above reters to voting control of t.ha ahn.roa.‘ ht;hough we
the no recent lnromtion, it 1s pro‘bable thnt the percontage of the 8shares

|

orhed 1n Axis or Axis-controlled countries ia aomewha.t grea.tar than the per-
I T
centaga of total votes controned, tut not enough 1] t.o ehango the hasic

aituation.
|
i»:
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Dare.

’7f?7“5 :

e, e,
SRR c !.'I!t 8“” of Bg I. 8,

} 0. lrnut loaro | .
Copten to Messrs, Inoke, lﬂ.u.ul, nulu (Io!nloa), and &nforﬂ.
(rran-d ttthcmuut of n-. Knoke) | N

|

|
nbﬂMuuMwmwothtﬂp, mo nllmnhn

nmtwmmwnmmhnmr.l.. tboB.I. 8.

lel’.ittrut, nmdﬂﬂm, wsummmmmuwm

vl

talsed lﬁ‘i.u peutrality in such activities; (2) the desiraBdllity, or not, of keeping
mmnmummm,munmmmummauuam.'
j Inforsation on the B, I, 8, mmmm«mamw

mumnmmm Ini.ummlnp.rtrarl‘)M, thchak-uhdﬂut
mmthukotnrhdwuu-. io mc*ae.-uummuormuhm

-

to cutor« its neutral auum

"the Bank for International Settlements maintsins hunmu

relations with most eentral banks, These rela
make 1t impsrative that the Bsnk should undertake ocmly such

J

! operations as are irreproachable from the poiant of view both

f of the belligerent and of other countries. Ian December 1939 C
_ certain rules of conduot which the bank had, as a matter of .

| mgmm«mmﬁawmm

| and btrought to the nculedge of its cliemts.® ‘

‘!h.n’hlﬂﬂ:hudonmﬂntthhnkmmwm (l)m-nytxnuo-

i I
000000181
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|
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TELL AL RESTRYE BANK
O NEW YORK

FICE c:fonnmpomomc: |

| ; . e 18, 2985
! SR ’ . Sanegr et Current Status of B, X. 8.

’ . 0. h'nut Moore

-2~

-

uuutof the centrul bank or other muuuoc of a mng-mt sountry & fisan~
olnlmntiuummtorummormmrmmﬁﬁmm
fmrmhtsuuoruﬂ (2)rmum|hxor1uuuuooﬂu-mtot
ahnlpmtmtwtormmnoot—m;orfumumcmymmtun
on hohdtor uothcr country with which the former was at warj (3) !‘mhomu
in m owmn nasme for the account of the centrel bank or other mumuua of a |
hl&omtmtqmumtumuormmtamummmtormw

u-my -m -uea the tantr mt.ry ws .f. wr.

Y b ok v e, S - e s e an

ol 3 8

‘over, ho opernum are enrrhd'an nigh

directly run counter to the lnactnry policy of the mml

| iz the country concerned or in practice constitute & oircumven-

‘ tion of the legal provisions governing the disposal of the cur- .

J Tency of that country. When the Bank has been faced with cppos-

¥ ing clains to the same assets, 1% has been careful to examime

| the legal questions involved, having obtained, in some instances,
- legal opinions from independent cxports, and in oase of doubt it

/ bes sdopted & course of sction Craigned to protect the wvarious

interests involved,.? ,

Shilar language is contained in mbwqumt. Npo'-u* The 1941-42 rcport addss
"nu cxtcnaion of the area of the mr and ths intensification ot nmnom and

Mc warfare (not least in the United States) have led to & further decline

f
in ;'nu volume of the Bank's operations, the total turnover being, in fact, less

e 0% o s i s e s s .
R T T T et S e s

than one-half of the figure reached in the previous financial year,® while the
‘ 191.:2-0 report sentiona s further doellno by ono-third in the total turmover.

) As . result of its nl.t’-hpoud rostrlctiona, the bank's assets and
munm- bave ressined almost static at the extroscly low level to which they
“'bad fallen by dugust 1999 | »

} 000000182 -

203759
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P e

“Nor 1s the benk engaging
iln any sxtonsive gold-umrnu operaticns (which are never shomn in the state-
imf. of mdltion). According to the 193940 m‘ll report ﬁu toul of earmarked
imm held at the b, I. S, fal1 froa 90 millicn dollars on Narch 31, 1939,

'3 willion on Marex 31, 154J. By Narch 31, 1942, ueordingtothohustml

: {npart,ur-.rkodpmwrmanw.b J.ncah-o).hrs. \

f ) . hOahmtinnofﬂnMnk'ahwh-uhtl-omtinmm

:‘ @mmmormnusuc-w-mofmm,-ucamnmtm

@itucumum@mﬂmunmm‘mmmwtu

. ‘lth‘tnsttmmpmtofmtm6p¢rmtuw.
' l ‘ .
. 0f the numercus types of operations in which the B, X. 8. engaged duriag

the thirties, th-fdhﬂ:&m"stlnpcrotudhaﬂm(torﬂnmm

000000183
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CORMESPONDENCE v .
E/f I : Darys; m 18, 19“0
i (‘ ., .v&. w ‘ :"i”"}cc'g mt sum Of .:. x. 'o

0. Emutloon

3 muum.) ny nbjoot to the tbovesationed mow whioh omm |
2 m«mmmmmunmmu (1) durtuotnmmdpuw‘
- bouma o-?tnl m; (2) adainietoring deposite in ni.ght of gold through

3 ﬁg mch uummtnl buxk transfers oan be made; (3) mumm posul trans-
. zm; (4) bolding aomm and performing certain techmicsl tnrﬂ.cu for i.nfar—
| muml bodlu such as the Red Cross and poulm the I, L. 0. and Mau of
llunn mmu-mmmuuuu.muhmw :

Ativity boiag beraly kept alive by a linited number of transactions with two

‘ -muummm' The latest B. I, §. report states that there are at..
present 2!6 central banks end internaticonl institutions which have gold-weight .
C mu on the benk's books; thass ai¢ used primarily, 1% sesms, ia mocum
| atth the intomational postal transic Do +ich oparates through central -
‘!'rypn of business in which the B, I. 8. formerly engaged and which are

| now completely suspended inclndes (1) cloaring of reparation and inter-Allied

| :d.ht mﬂafm;‘ (2) 1imited exchange clesring through “eurreacy transfer accounts)®
i1 ) cncolumt, through exasple oud otherwise, of flow of investments from

: ‘_ upitd-ri.ch to capital-poor countries and roduct.ton of high interest rates 1n

ol oy i e T by

I
i tho h.tter} (i) enocoursgement, sinilarly, of conversica of Mm‘ funds iato

| |

| 000000184
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S T e '(wu SwE

CE Covha. m’t’JNDENCE
! jl ’ o . ' | Dar; May .1" 19“-

SIFIT R N

N -5-

0. lrnnt Iooro

M.ddh nd hu-url lnnnb-ntu (5) lnpplﬂn‘ and armiunc omﬂmy .mmu-
mn crodi{u; (6) gmuu seascoal credite to osatral beaks (7) supplytig asd

onnhunc -.rmoy Mta to csntral banks,.
xn aduuan o uuu financial Mcuun, the 3. I. 8. in u- mly dnp

nrvdt (1) as & nesting place for poathly interchanges of opmon ‘tetween 9 or

mmmmmm-mmwmmahmzsw%-mm

N
x
'
i

wﬂcnlty of obtaining reliadle informetion of the sort it emtlhu It m
__ puhnnhoql a very useful series of cospilations of foreign exchange :reatricunna‘
l iin 'vlri.olm counties, for which (1t’§uys in its 194142 report) there has been
n lctlv{o desand. By special armanispent, the Federal Reserve Baak of lew !crk
hn Iaeonr receiving regularly from o Y. Y. ¢. conles (in triplicate) of its . '

dnly nﬂa of the European press and of t.ha texts and Bngl.bh translations: or

m hptirhnt doeroos, laws, ets., on wmcy and central danking ntbcrs in

‘hropondohnhm Thase Muuaddomuhanbonottbomgmn

3

i

!

b

I
!
-

i

,ntﬂityfinmrramhvork. In addition, the B. I. s.mmtu.mmuﬂ.
oeasiano atncethhmuymwmm, thcpublhhodmmmatbxmpan

gmmlgmm,moaeocmm,autorumnmmmdum

Wrﬁtm“mmm”bjmmmmm
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| e : _ Date. Nay 18.1,“.
. Bproud ... Sunser. On:fmc“aum of ‘B; 1. 8,

‘l'lm-o h tboolntoly 5o reascn for bonﬂhg thtt the B, 1, 8, nas et

|
!mtnlhthomnotnmh:mwthomiu. bomtuanattbo
jbottuor this widespresd mmun (1) the B, I. 8.' tms:uoraoucmhpu

‘ucomwnmumm (2)mrnctthntmamcmhummlotu-t

'of m’mwcmmmu&m 1. 5. Peint (2) will be dealt with below.

|
. | |
' As to (1), the B. I. 8, scted on the basis of duly umuam instructions from
' .
:‘ tb oncr ot t.bo umrkod gald i.n qnuttan, nmly. _ﬂu latlum‘.\. Buk of Cucho-

Mortrytomdnmtmm;:hco. It was ocertainly not for a meutrsl,
non-political body like the B, I, 8, toaotiuhltn’nnjudb-hgn sovereiga
naticns, and the Bank of England as the ultimate depositary, had already submitted

to the fait sovospli. Tad 1% dome so, 1t might well have Seen accused of sacrifio-

ing its own basic prin\,.‘.;.l: 57 Wiotatzreatedness in politieal :nttcﬂ, vhich ito

founders had deemed the only poasitle basis for an hbemtiml uaumuon of
1“ kind, Xt was the Bank of W, not thp 8. Is s.’ which should have hd-d

up ths Czech gold trensfer.

P

} | | | | 205763
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! | Sunscer Carrent sum of B, 1.°8.

)» Ernest Noore |

‘ f' .
which udluu phtnl’ t:ut 1t 1s not luburvhnt to the luil Aecordj.u to
wol'mun eonﬂdnt.hny disclosoed by Nr. lenttdak cnrlu his um. to thia
i

1 mwamm, tlua. I. 8. wupm rmmm. nu\mt mw..

otﬁ.m.amnmtorpumwmmmmmmmm
m.mmummm It mmummromtowormn
mummmnmmm, mammmnymm

eeaunmdtomtotbcn. I. 8. in Swiss francs the htauntmitaatm
um:mu. meh interut snounting to three times the B. I. 8. dividend pyments.
Is the B, I. S. mthknep!.ng 1un. or has 1themnm1moomds

n'-m.um 1 belim that the short-term enswer is clear tm thnt. 1. uld above
About the B, I. 8.% neutrality: 4t cleari, has no. favirsd thn luil md has not,

i -umworm-mmm,w&. unodcmuinmny since ‘t.hcnrbcm.
‘ ; (m Csech gold incident antedated the war by six ponths.) cmcqmtl,y, there

n no atmugie Teason for Yoing away wiih <ke B, I, S. at this time, even if

tlpat were possihle. Acmlly, tte withdrawal of Allied persomnel and ioproamu—
| | . , E

tion in the B. I. 8. would not ki1l it, tut would simply force it into the Nasi

] ‘ .
‘c;cantrolihlchmmmwtouo. If the British bave left some of their

: g‘oodun at the B. I. 8.,-1t can only b because they find i{ adventagecus to

| 205764




EruceAl OUnERVE BANK
o Hlj‘\’! YOHK

Darte. -7“0 19“'
Ourrmt. aum of B, !. ‘8,

’ .;m: sLCr

o8-

thd.r war ottort, mmo the B, I, 8, is . prhu moo ot riunchl and w
hfcm’.lmdxich oheuunotbohﬂunumhotuum lrutbolau-
m] or putar ﬂnpolnt, tboro is nho uch bo h mid in nwr of -uuhiu
m{a. 1. 8. “.llIhnn argued elsosters, the B, L. 8. eould be made ints & -
-ul]uhh hotmnt tor the lnunm ot‘ t.lu polhtr m-rcacy etnhuiutm schese, ;
ht even if the proposed Internatiopal loaour; Muutup,tbonm my‘

\uo'm to other inmmuoul boduee which hln t.o dul in a grut Dany curren—

cies. The B. I. 8.t ﬁmcuonn as trustee or agent for various lntomuml Lo-ml

wmhnntobocannmudlnmronormthu. ﬂhﬂathcold!mg?lnand

m?rmsurmmamm sed beyomd rczell, thmvinhoahostorm
;l.ntamuoonl financial setiiesente syring out of the pnunt wr, vhieh the

B.|I. S. would be admirably fitted to handle. Without going into the uttor
muwly,1twdmthtm.1lmtmumhpuitmromm
of the B. L. 8.

The degres of Nasi control of the B. I, 8. cannot be measured by sisply
totaling up the mmber of atmnamodinemt.ﬁnoemphdﬁythol&gp.‘ Omer-
nhi.potb. 1. S.N:aroaurﬂnmwnngrlzhu. mmrumbevoudaﬂ:by

entnlhm(crimduummohmworwhhtothu),udonhbym
B
efmmmmmmummm. Mu.\qt co-;rn, 1t
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FEDEHAL MOGEHVE BANK
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t 0 pa By 18294,
Guisis Cnrrct Shm of B.f 1. 8.

Ernest Moore , ! :

R

| tormbunrttht z.holuil mtrol the mi.mlhnnof th-ooupid

31
Méﬁnwthmfon dlohum umyvou thti.r 3. Io 3. ahnru. Mnilm
,Taduumrmumtma.!.a.mucmnctopuum

L"

m ttou, Moh, I aa certain, vuuld invalidate the assumption. But no single

hu cou to-ynouooﬁhichmndburmt luohtnumtun. and there are
}urmmwmu which point im the other direction. Some of thu hmm bon

4 ubLnj, udnnvm add tho followingy: U,

| ld fnll occz\xp:u.ca of the httar.

Sindlarly, there would be less reason to givo
u:a mung rights for other Buropean countries occu;ued during the mur,

av of t.hs existence of two governmenta {risicge: - ad puppet) for most of theu

:.rles. It would appear obv:l.wa. in viow of the action talkesn vith ranpoot to .....
;gEMum.hplybaiughammgbcmcommtheundotthanr. 7
(2;mwwpmdn:ott!mhnkmanmm-sdu.hedm

I ‘f. ¥ober|of the Seiss Naticoal Bask is chairmen; Thomss H. NcKittrick is

ot t) and both have been ahcted or meloctad since the Rasis allegedly

{
|

i
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in those countries. The annual reports speak of regular reductions in the item

FCOUHAL HELTIeir OANY
P NFW vy

: ¢ . DArc_m’*u. 1944.
‘Susscor. Ourreat Statas of B. I. 8.

(3) There bave bom mo significent changes in the board of directors
ornnu'th.o-upn. nmt.m-‘nr.mo'm~wmwmum..
president of De Nederlandsche Bank, Mr, Wokittrick (we bave boen confidentially
iaforwed) mummumtmumumﬁ:mmptuun.x. 8.y
instead of replacing hin (ns the Nasis oortainly would have preferred) by
Post ven Tomningen, the new president of the Dutch mtrnlh-nk Koreover, we

the B. :. 8. bas rather bess comncantrating on the liquidation of its investaents -

(*sundry bills and investmeats®) which 1s known to be made up privarily of Germaa
bond holdings. They a2C3 repert vury icbstantial 'r'od:r'.:uuu in t.h‘o.B. I. S. credit
to Rungary. |

| Other facts could be cited to show that there hlcbmno effective

control of the B. I. 8., but those here presented are tho onos which come most

readily to mind.
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From ; Oo”_g- Hoora e

\ Copien to Vessrs. Srroul (Rounds), Reelse (Johnson), and Sanford
(Frej»mred at request of Mr. Knolke) ’

Striectlvy Confidential

The followlng {s in ancwer to your inquiry of December 7 as to the
accurncy, or otherwlze, of the statemente mnde repording ﬁho Bank for Inter-
netionnl Settlemente in the Treasuryt's attoched letter to Mr. ¥Froser. For

the anke of clarity, I repeat in quotes under ecach numbered item the Treacury's

atatement.

1. "The majority of the cwnershivo nf *h» B:nk‘¢u: lnter-
U mtim'.l;S:ttlumnt- iz vested in enany cemntriés or

pthe ~Axi exarcisgs'ultim:taqvotxng cbntrol of the’ bank
despitesthe fact that the president of the bank af” "

L;"t“'33?3357éégg§eri.;éi} %gi?%g\&ai

Tk *%&-:ﬁgaéi

Uoreover, the implicntion o

Af\*. Tk i

t é Treaqurv's c"l:at\«;smem;

laveilable. thgt é&tih;
control of the shcres is m conseguence of the ownerahip digtribution, is in-
uccurate. You will recall that the pover to vote BIS shores rennins‘ﬁermanently
with the centrsl b&nks (or other desimmated instituiion)'df tne cqqg}riaa in
which the shares were oricin&ll" sgbscrited. The distritution of &gﬁing control
is shown in the attzened teble, from which you will sge.tﬁat 76.:3 pérlcent of
the eca;ditnl stock is now voted by binke in enermy or‘enemy%dominaiédiééﬁntries.
hﬁith rorpeet to the ownership distribution, while we cannbtvcite exﬁct fiures,
4we do know thut the enemy and enemy—éominated countries own more shares than they
are aufhari?ed to voie, and I would estimate that such countriea now own approxie

rately BO per ceni of the total outstunding eapital stock, The Treasury'snstatement .

this roinl is, therefore, substantiully correct.

000000223

205768




e NAE\()N&].,,?RCE,‘@@.‘?ES( o ay > . : ‘
N ' . . ) . S AEOER AL BEBEICE St PPN

w—im..c. CORRESPONDENCE o e remy

:‘E&: 4
Ly * .] Date_December 9, 1942
‘}__ - . s SuBJECT__ ' ———
b . . ! ’ : - - - ) ..
| F'v:liu : i 2
. !
| [

2. "The German Government iz the largest aingle croditbfvof
’ : , the bank, holding deposit clnims against the bank in the
i \ neighborhood of 100,000,000 Swies francs.”

The only German deposit which we definitely lmow to be held by the
A : Y

! ' o 2I¢ is the "German Government Deposit® shown in the bank's monthly statement

J | ?' of condition under "Long Term Deposits.” In the July 31, 1942 statement

(latest available), this deposit is given as 76,333,750 Swiss sold franes -
'(i.e., Swiss francs of the pre-1936 parity). Tha equivalent in Swisa francs ,; B '

of current value is approximately 108 million Swiss francs.. This deooait alone &

ceposit may not te withdrawn until the end of the Youns Plan of Qe;man reparetions,‘
: and that cennot be until the Lausanne Arreement cancelling Gefhn;:feparaticns
} ' 7es been ratified bf the creditor governments, which the 1atter»h§ve agréed they
wovld not do until their war debts te re United Statas were cencelled.)

It is unliikely thot Gefmany or <he Reiéhsbank have angvotﬁer deposits
oL consevuence in the BIS. Aside from the Cermen Government Déposithund the
dgposits of Germany's feparntion creditors, the bgnk now holds only about 21’

* mf1lion Swiss pold fruncs (about $7 million) of deposits altogethe;. The BIS

i nas never made public any details as to tho identity of its centrai tank

f depositors, but eonfidentisl data in our files show that in the earlier years of
o the bank, the Reichsbenk had practicelly no balsnece on deposit. On May 31, 1932,
] L for instance, of tho BIS' then dopooits totalinﬁ 1,977 million Swiss gold francs,

2o
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Cercan deposits (other than the sbove-descrived Germun Covernmenifbéposit)
a-ounted to only 259,000 Swise gold fr#nca;

Fhether Gormaﬁy is teGsr the larpest single c;editor.;}fihe BIS we
cannot say dafinitely on the banis of the dnta afﬂilable to us,.but<it ia |
likely thnt Frence i1c an even larger creditor than Germgny. For instance, one
of the Hague Agreements of Jnnusry 1930 zpecifiec ihe minimum belances which

~must be muinteined with the BIS by Germany's repzrntion=crvdito'é;'dnd in this

- list, Frnnce is shown with a minimum belance of RH 68,037,500 - t..., "”pratin.

’ mauely *7. 2 million,,comnnred xith ‘the presen German Government Deposit

- PR - +
i ”"'.‘“ - ”r.,s. LA _‘. R
Tl

et "p\-.. m&- -y .

o ed equivalent 9 million. French and German deposits are much 1arger ‘f"%

e m
NSRRI T mﬁff

ERT
e ‘.Eiiw‘i‘%‘?‘z‘("‘ ~~i{%" ks PSR

Treasury's ement on noint (2) appeara to be corract,

excent that Germany ic beliecwed tc be, not thn first, bul the becond, of the
benk's creditors in order of clze.

3. "The German Government deposits-and the arnuity trust

account deposits, in which there is probably a large

|- reversionary interest in {avor of Uermany as well as a
‘ ' . . direct Itclisn intereat, constitute 70 percent of the
? total liubilities (cther than capital reserves) of the
£ Bunk for Internatlonal Settlements.”
| On July 31, 1942, according to the latest available sta‘tement of the
tankt's condition, the Annuity Trust Account Deposits (152,667,500 Swiss pold
i ~ frencs) and the German Government Deposit (76,333,750 Swiss gold francs)

B together constituted 68.2 per cent of the bank's total liabilities other than

capital and reserves, The'Treasury's statement that Geraumny has a reversionafy

interest in the Annuity Trust Account Deposits probably refers to the terms of

- 000000225
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dne of the Hague }greaments of Jonunry 1930 under rhich the croditor Povers

agreed that CGermany should have the benefit of any.relief which any one of them
gight receive with respect to its war debt payments to the United States, Great
FBritnin, and Frannce. Since the Annuity Trust Account Deposlta were constlituted
Lut of reparﬁtion payments; s complete cancellation of rep&ration payments

rould irply the repayment'of those deposits, and any p&rtia} "rglief” might well

éntnil e reduction of the deposits.

} . The Treasury's statement under point (3) is substantially' orr‘"*
] : o e . , Lorie e - . - « : MEZA B .

; FroED W iE VA onrys ,
] I i ?I}g:ﬂire%:f}‘ﬁ; iieu o inta;est on;'
deposits,‘a sharé 1n any profita rumainine alter allocations to reserve funds
%nﬂ dividends. Tkis is provided for in Article 53(e) of the bank's Statutes.
}he sare article specifies that Germany is to roceive an extra partic;pﬁtion in
such excess‘profiié if she makes a special 1on:-term~deposit =ith the ﬁnnk (over
and above the compulsory German Government Dsposit déaéribed abové), but no such

aepogit has ever been made.

I While the Tressury's statement on this coiﬁt is accurate, it ‘should be

pointed out thut the sums which Germuny has received froo the bank under this
ge&din' in the past have been quite negligible.

5. "It is revorted that substantial and adeyuate free
assets are zvailmble to the bank to ensble the dividend
oblipations of the bank to be effected otherwise than
fron blooked funds."

We havo no deciaive information on thls score. However, the bank's

. J“" AR

- concition statement of July 31, 19&2 shovs nmong'tha asaets o).2 milliod gold_
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Swiss francs ($21 million) of gold bars.. ihether anv of this coﬁlq he ronuiderad

S "free u2aests™ is perhaps debatuble. lormall:r, mich of %the bank's zold wus

| kept in London, nni some in Contlinentsl ceniers, w»ith a substantial amount in
Ny '

Switzerlund. (Ths 310.4 milllon nt present held in lewm Yo*k is of‘course

blocked.) Early in 1937 the BIS is known by us to have had on deposit in

Switzerla-nl some 336 nillion of aarmsrked Rold (i.e., gold Pnrmarked with the

BIs by various central banks), and 1t is logiesl to assume that it alqo kent in

|
|
|
: I arland a part of its own eold holdines. Thsra 1q no nnnnrnnt -ennnn way ‘ “Q;?t

w;sa fraaoa, or«=fl153

.Agolu of. Lhe latter: - ca legory could not oe uonvarted iuLo ”fr e”.

AN S ,Cm)' ég*e‘éwpw»:-'na\f;«:":;,f"'!n .-ff«. .- TH i ety el q“ . L
t.e oIS has norma;lv never*‘sww

R {?5

. : o.;' TN °n'" .«;cﬂgam'r ~¢u.a\;;}¢
s CEE

] always beun Ln Geranny and rJSterq “uropo whxle on *He other hand swbstnn ial

| .

H : “

ollsr balaszes have hed t¢ be lept 22 a rezerve against depositars!

Normudly, Swiss franca wera kept only for current expenses

I  sterling and d
I possible demands.

. enteiled by the bank's physicsnl lozation in Switzarland. Aceording to President

uebittrick's cable of April 18, 1942 to us,*

|

} "After mking wllowsnces for liabilities in Swias francs payable
: at sight and in the near future 1nc1uding,dividends nluu enrape-

/ ments dellver vold in Switzerlund, net linudd asAets nmovnt to

equivalent of less than $3,500, 000. By far the greater part of
the bankts free funds over und above liabilitias 45 in dollars

and in so far 18 we are unzble to convert dollar assets into
Swias franes to strengthen position here, sum mentioned will
constitute entire morzin over linbllities awvailable for bankfs
currant businesa in Europe and only 1¢au1d raserve for payment

of fature expenses.

|

I

} Whetier the BIS now has substuntinl and adequn te free assets uvailable
/ for the payment of dividends in this country 1s e question of fact which we are

not in position to deterzine; the probability is that it does have the necossary

i .
:..- am

frea fundr but is preventad fram uming tham bv an understandable spirit of
caution in those abnormal times.

nnwtﬂﬁg ¥In connecilon §§€ %ES 313‘ recuesi Th=t we EEE Ter 3:,000.533 Trom iﬁi‘tcoounﬁ"
- ) . .vw

le: Suiﬂna.gkqp
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Distribution of B.I.S. Share Votine Power

,( Number of sharas mab- Percentage of total

geribed end voted voting power

traav BNo Enemy-Dominated Couniries

Albania . 500 0.25
Belpium (inc. Luxembourg) 19,772 9.8R
Bulguria 4,000 2.00
Czechoslovakia 4,,000 2.00
Danzig 4,000 2.00
Denmark - 4,000 2.00
fstonia . , 100 0.05
Finlsnd , : 4,000 . 2.00
France 19,772 - 9.89
Gerrany {inc. Austria) ‘ 23,712 - 11.89
. Greece 4,000 - 2,00
% Hungary ' _ 4,000 . . 2,00 -
L Itely . 19,772... i 7 9.89 o
T R 19, ' . 9.88 :
"o .
0.

Total 152,458 - 1623

O*her Countries

< IR Eniend A 19,72 . . 9.89
) Sweden 4,000 . 2.00
Switzerland ‘ 4,000 _ C- 2,00
Uo Sn AQ 131”9 ) 9088
J : v '
Total 47,542 23
Grand Total 200,000 © ©100.00

i
- D;ce:ber 9, 1942
o;n:uuc
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The Swiss National Bank carriss tw dollar accounts, approxi- Y e
mating §3 million, with the Bank for International Sottlmtl. In
Pebruary, 1942, the Swiss Hational Bank requested repayment of
$1 million by the tranafer of that sum te its dollar account at the
Tederal Ressrve Bank of New York. the spplication of ths Bank for
International Settlsments for a license to maks this transfer was
denied bty the Dreagury. This doclsion was made in sccordance with
the policy of the Treasuwry not to license payments which facilitate
cormercial and financial tnnuctiom d:lrcctly or indirectly bene-
ficial to the Axis countriss. -

The Bank for International Settlements 1.madbytha central foe ..
banks of w’ It.ly. m‘ hlgiu, and Great th’ and by - (
some banking institutions in Jspan and the Tnited States. It is i
quite obvious that control is vosted in the representatives of the
Axis countries and the occupied countries, Rurthermors, Oermany is
the largest creditor of the Bank for International Settlements, : Py
: The Cerman Government deposit and the Anmuity Trust Account Deposits, ¢ '°

| in which thers is probably a large reversionary interest in favor of Lyt
Gernany as well as & direct Italian interest, constitute 70 percent tie. {
of the total liabilities (other than capital and ressrves) of the ‘
Bank for International Settlemsntse Apart from this, Germany hag a
contingent interest in the profite of the Bank for International
Settlemsnts in excess of normal earnings, Whils the operating pol-
icies of the Bank may not be dstermined by Gsrmany, it is bub-
mitted that Germany is now, and expests to be, an important bene- .
ficiary directly and indirectly of ths Bank'c operations, '

‘ "Under any ciroumstanses, the operations in Europe of the Bank for “‘
l International Settlements adversely affect this Government in the
prosecution of the war, On March 31, 1942, the Bank for International
Settlements hold assets of mors than 475 million gold francs (32,7
cents per gold franc)--approximately §155 million, Included in thess
' assets are Treasury bills amounting to 104 million gold france, com-
mercial bills and bankers' acceptances mmounting to 11k million gold
ﬁ-mcs, and other bills, investments, md funds at interest amounting

R ﬁw‘

(O'j\rn,c-
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Mummm

| pay §1.1
Munmmmmammmmnmn{
interests in this transaction, nor dees L% 3 ply $hat there is any
other purpose in this transaction Lhun ths ¥e it 82 a deposdt,
Eevertheless, the drawing down of the assets ‘of the Bank for Inter—
national Settlements in this country wuld of 1tself facilitate the
aoquisition of additonal agsets in Bwrepe by the Bank for Inter—
pational Settlements, The Treasury Depariment camst give its ap-
proval to a transaction which makes possible the extenaion of sddi-
uonnmathymm:ormmmm

trmwumn:lnmoo . ;

-~ There iw .-ph nidmco that tho hnk_kr umt:nm Settle~

0o
ionm."'

|

rfﬁ'rhmuhubmmuammmh.thcmhv
1'-'1 "{for the purpose of removing them from owr sontrol, the Bank -
uj-w, for International Settlements held $29,5 million in Pbld, deposits,
d,{ wdbﬂhinln!orkon:m:ryz,lsk nusotlvmnw
*w_.w' to $20,2 million on Jamuary 1, W.Mmcumth ‘sbout B
f $21 nilldon, We know that the Bank for Intermational Settlements [

has attempted to initiate M%m hvdvin: the export of gold ‘
from this country, swilching pnmmthhmﬂu '
latin Ancr:lca, and the holding of Ydellar dcyuih‘h”‘hﬁh ln'fiii.eu;

L &ing

+ lkl

part of the Bank for Tnternational: dafaat
W i3 Toverpment, Ordloary business
ummthatauundandi dng po would

Y % nq
require the Bank for International Mﬂmh to -hm its assets
from Burops to the United States ri therthnnb draw Sown its safe
holdings in this country,

The deciszion of the Treasury dn this hwunﬂoa is not directed
against the Swisy National Bank, the same dacision would
be mads on any application to trm:tu*thotmdsot the Renk for
International Settlements %o
of the Swiss Minigter, it is sta
deprived the Swiss National Bank salbility of collecting its
depoxit from the Bunk for Interna Ett]mtt. Obviously, pay-
ment of this depoait can bo mads in & msmer that will be approved by
the Treasury. HNeverthsless, it wust be emphasised that this fovern-
ment 1z not the guarantor of the liquidity snd the safaty of dollar

é,ﬂ; Ry / j‘/¢"1 t ﬁan/

6.5 ATy r
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" Ahe h-omnop‘rtht hu no viah o inmct uv unmeanu'y R *
huvd.hip ‘on the Zwigs Kational Bank, The Jank fnternational - - g
Settlmments has total sspets of more than(§ -

only 10 percent are held in this country, \Ob 77 the Buropean s
; resources of Bank for International Beti mtn m wholly adn-—
\ quate to effect the transfar of $1 sd1ldon 2 thn sw:lu National
Bank, The Department is prepared to g a licenge Aide:
suthorizing tha payment of this dollar depo of the fimds y@‘!"t H
row held in Kurops by the Bank for Intamtional Settlenents, e N
APP&!DII k4
United States Assets of the
Bank for International Setilements
(m;;ionn of Nollars)
1 Jamuary 2, 1940 ; .
| " Depoaita end bills 18,2
]i Gold 11,2
Total R /o 9 4 o
Jamary 1, 1541 oy
Depogits and bills 1.} —
&u 7'2 P/ .f’ P vy
. Jl, [ZPLTE VAPt JE o
Totll 28.5 7’ { % N
d(:.._,,~ —'{, e g -~
January 1, 192
Depoeits and bills 16,1
Gold 0
Total 20,1
April 30, 1942
Deposits and bills 1.8
Gold 645
Total 26,3
EMBarnstein/ip
§/19/2
Copied ef 2/21/13
000000236
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APPZ‘.HDIX I1

Bm: YOR mmmom SETTLEMENTS
mant,of account as of March 31, 1942

(m m“ gom franca (undts of 0,290 322 58...grames fine gold)
« . (Art., 9 of the Statutes) N

ASSETS - " Percent
W™ 42,082,396,06 B9
" 32,962,453.81 6.9
4 16,340,546.99 3.b
114,158,585,20 . 2L.0
29,686 659,98 , 6.3
1, 045,245,18
21,068,707.65 n
1. slt.uring wlﬁhin 3 months :
2.m3mdémthn
3. Owr ) nontkn RS : :
st) Treagury Bills 7h, L6k, 035,62 15.6
®) w Inmmnt.s . '31,81;2,102 2L 6.7
' | ' 214,962, 806 59
i " .l
e o LIASILITIES P
~oreaL =
. Authorised and|4ssued aoo 000 shares,
.each of 2,500 Swiss gold francs 500,000,000 s~ ) ‘
" of which 25; paid up 125,000,000,00 26.2
[=: RESERVES :
1, legal Reserve Fund 5,780,203.15
. 2o DMdvidend mma Fund 4,200,538,73
3. oanmn msam Fund 13,342,650,13 L.9
. 23,323,3%92.01
I- LOWG 'rsm DK?QBITS ‘
. 1. Annuity rust Account Dapasita 152,606,250, 32,0
2, German Government. Deposit ?6 }03,125.-—- 16,0
| 228,909,375 .~
Ve SHORT TRRW A!II} SIGHT DEPOSITS
(various currencies)
1. Central Bankn for their own
acsounty | » .
(a} Mot exceeding 3 montha 3,968,900 g ( 0.8
(b) Sieh*- ‘ 13,351, 565.36 2.8
17,323,465.86
e Gontral Banlr.a for the accmmt.
of ot.harst :
Sight a ) 1,267,341.04 0.3
3 Othor daponitors: :
(a) ‘Hot «!xceoding 3 months ; .3! 5123,31513.68 . 0.0
(b) Sight. \ o i y501,366.73
R 5 8?‘0&'!‘ 'rmz MV) ‘3‘1’(‘; SISTIS. LGade ) T
ks WOUBHGSOAINE 3 monthe 1,L6h,753.74 : 2.3
2.'84ght | S 27,579,932,38° : - 5.
| ; 29,0l),,686.12
NI~ MISCELLANEOUS : ’ L7,212,163,12 9.9

hfb’bh(} 13)«3(} 1{)0
jotes Ba.rmarked{ gold hald in cnabcdy for the account of Central Banks and funds held for
he service of International Lomns, for which the Bank of International Settlerents is
'rustee or P‘iacal Agent, are not included in the above Statement,

|
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. EXTRACTS FROM THE = |
snm or m BANK FOR INTERNATIONAL smmmA 5

© Art. 6. 'l‘hs anbacripticn of the total authorized capital having becn ’
guaranteed in equal parts by the Banque Nationale ds Belgique, the Bank of
England, the Banque de France, the Reichsbank, Banca d'Italia, a banking -
group represented by the Industrial Bank of Japan asting in place of the ~ .
Bank of Japan, and Messrs, J. P. Morgan & Company of New York, the First .
National Bank of New York, New York, and the First National Bank of
Chicago, Chicago, the Bank may begin business a8 soon a8 a minimum of
112,000 aharea has been subacribod.

Art. 15. The ownership of shares of the Bank carries no right of
voting or representation at the Oeneral Meeting. The right of represen-
tation and of voting, in proportion to the number of shares subscribed
in each country, may be exercised by the central bank of that country
or by its nominee., Should the central bank of any country not desire
to excrcise these rights they may be exereised by a financial institu-
tion of widely recognized standing and of the same nationality, appointed
by the Board, and not objected to by the central bank of the country in
question. In cases where there is no central bank, these rights may be
exercised, if the Board thinks fit, by an appropriate financial institu-
tion of the country in question appointed by the Board.

Art, 27. The administration of the Bank shall be vested in the
Board. '

Art, 28, ‘fhe Board shall be composed as followss

(1) The Covernors for the time being of the central banks of
Belgium, France, (ermany, Great Britain, Italy, Japan and the United
States of America (hereinafter referred to as ex-offiecio Directors),
or if any of the said Governors are unwilling or unable to hold office,
their respective nominees (hereinafter referred to as substitute nominees).

The tenure of office of a substitute nominee shall be within the
discretion of the Covernor by whom he 1s appointed, but shall terminate
in any case when that Governor vacates office.

Any ex-officio Director may appoint one person as his alternate

who sghall be entitled to attend and exercise the powers of a Director
at meetings of the Board if the Governor himself is unable to be present.
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(2) 8mn paraons mpromtntiu or ﬁmu,- inclutry or moreo,
appointed one each by the GQovernors of the contral banks mentioned in
sub-clause (1) and boing of tho sane nationality"u the Govurnor uho
appoints him, ; SR ‘

Dnring ths continnmoc of thc mbinty of Ooruny to pny Reparation o
anmuities, two persons of French and German mationality respectively, .
representative of industry or commerce, appointed by the Qovernors of S

the Barnk of France and of the Reichsbank rmspcctiuly, 1! t.hoy so desire, -

(The rest of this article on dirnctnra is mmd.)

Art, 53. ‘I‘he yaarly net proﬁ.t: of t.ha Bank -un b@ applied as
followss

(a) /[Tegal Reserve F!md7! () ﬁividnndﬂ; (o) [furthor dividends?',
(a) @emral Reserve Fund/;

(e) 'ulongaatthhnisinfommmuizﬂcr of the net
profits after neeting the foregoing requirements a)mll be disposed of
as follows; o

(1) As to seventy-five percent, to such of the Governments or

central banks of Germany and the countries entitled to share in

the annuities payable under the Plan as have maintained time :
deposits at the Bank subject to withdrawal in not less than five i
years from the time of dsposit or after four years on not less

than one year's notice, This sum shall be distributed annually

in proportion to the size of the deposits maintained by the

respective Governments of central banks in quastion. The Board

shall have the powsr to determine the minimum deposit which

would Justify the distribution prmidnd fors

(11) as to twenty-five percent, as follows; '
If the Qerman Government elscts to make a long-term deposit
with the Bank withdrawable only on the terms specified under
sub-clause (1) above and amounting to the minimum sum of :
400,000,000 reichsmarks, the said twenty-five percent, shall go
into a Special Fund, to be used to aid Germany in paying the

. last twenty-two anmuities provided for in the Plan.

If the Gema.n Covernment elects to iake such long-term deposit
amounting to a sum below 400,000,000 reichamarks, the participa-
tion of the German Government shall be reduced in pu'opoxftion, and

000000239

205778


http:prori.d.ed
http:QeJ:'1111.D7
http:determJ.ne

Rtk 4

; ,g NOrS-Reeons 12 ’?C'f/ﬂﬁfifftld.; . <
730)({ Brvoern | T vy

. m.. e T

..3-“ ,»
ummm*

the balance u!all be ad‘od to thc munty—fin peroozxt. ufemd to
in mxb-elause (1) abavo. 5 :

I the Oeman ﬂovernmcbn olecta not to make any such 1ong-t¢m
vided in sub-clause (1) abom.
R 'me Special Fund refemd to above shall carry compound intereat,
Ry | reckoned on an annual basis, at the maximum current rate paid by thc
: ~ Bank on time deposits. - v
If the Special Fund should excsed the amount required to pay the
last twenty-two annuities, the balance shall be distributed among
the creditor Govermments as provided for in the Plang
(£) at the expiretion of ths period referred to in the first
‘ paragrarh of sub-clause (e) the disposal of the remainder of the

net profits referred to in sub-clause (e) shall be determined by
the General Veeting on the propossl of the Board,

| copledimww/1/21/43
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Prepared at requést of ¥r. Knoks.

| On February 3, 1942, the Bank for Iﬁtemtiém Settlements requested
th.'ni.s Federal Reserve Bank to transfer from ‘its account to the account of the

Ba.xfzque Nétionale Suisse the sum of $l,000,600, ‘tpepresenting part of their (Banque}
Na%,ionale Suisse) sight balances with us (Bank for International Settlements).®
As}the application for this transfer was den:led by the United States Treasury,

the} B.I.S., on February 21, 1942, cabled to the Federal Reserve Bank of New Iork
to_! "renew application for license." This second application was also denied by
the United States Treasury on April 8, 1942.

On April 18, 121,_%, the B.I.S. cabled further "facts" as "available in-

formation though scanty seems indicate Treasury pelicy is to require obligations

betwean parties in Europe to be discharged whenever possible by means of assets
1:1 Europe." According to this cable,

"After making allowances for liabilities in Swiss francs payable
at sight and in the near future including dividendsz Tpresumably
for year ending March 31, 1942/plus engagements deliver gold in
Switzerland, net liquid assets amount to equivalent of less than
$3,500,000. By far the greater part of the bank's free funds

; over and above liabilities is in dollars and in so far as we are
' unable to convert dollar assets into Swiss francs to strengthen
positlon here, sum mentioned will constitute entire margin over
liabilities available for benk!s current business in-Europe and
only liquid reserve for payment of future.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, therefore, aside from all
question of law,able financially 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 blocked dollar assets to be mobilized through
| * us by payment in other currencies as such operations would enable
clients to circumvent American regulations now in force. If in
your view foregoing information might lead Treasury to reconsider

000000241

205781



http:CORRESPONDEN.CE

et

':q | NORS-Peeann Ree mares., mﬂ

730)({ 'Bfuoe/z.] | 4, : ﬁ* .

y .
R

DATE

SUBJECT:

. ' .
- . . . ‘.

refusal license repayment of $1,000,000 out of its deposit :
with Bank for International Settlements to Banque Nationale -
Sulsse, please be kind enough to put metter forward to Wash-

ington.®
The information now submitted by Mr. McKittrick seems to insist par-

ticularly on the fact that the $1,000,000 requested will not be used for payment
i
of the B.I.S.'s cwrrent dividends (for the year ending March 31, 1942) to

|

Germany and Italy. As Mr. McKittrick points out, the dividend payﬁents from the

B.I'I.S. to the two Axls countries represent only 27 per cent of the sum received

b;T the B.I.S. from the same countries as interest on loans. However, McKittrick
| ' ‘

faiils to implement this information with the figures of dividends pald to and

interest received from other European countries which are occupled or controlled

by, the Axls powers.
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INCOMING CABLEGRAM - SIT2{AL NO..

TSI, L TAe—

RECEIVED ONApril 13, 1142 a
uasle, April 153, 1942

Fédorll Reserve Dank of New York
j;~% ﬁcw Tork 4
| Wo. 28 D7</
Your lo. 8l Poaltion has beon fully considered with
Banquo Katlionsle Sulsse snd avallable inforxation though scent

gﬁ;T - viaeﬁh‘lndionte Treasury pollicy is to require obligetions batveon

P S VN
L4 ."’“-.—r

fpartioa xn Buropo Lo ue Ciaci °s*h1a by. maana‘of

kY

~resp cta YD & - ' ~f§rta secu:e 11cenaa;'
J»mmp.,mﬁhwt 4 LRIl A O SR 2 /Y : TR, R

requested in our cablea Koe 11 and 7. After making allo'anca- ror

1iabilities in Swias francs poyable st si-ht and in the noar futuro

including dividends plus engagemcnts dellver gold in Switzerland

net liquid assets smount to equivalent of less then 53,500,000, Ry
for the grecter pesrt of the banks fres funds over and above liaﬁilltios
i1s in dollars end in so far as we are unatle to convert dollar

assctns into Swips frenes to strensthen position here sum montiored

tiil constitute entire marzin over liadbilities avalleble for bantks

ﬁ current burciness in Turope end only liquid reserve for paymont of

. future expenaés. For thbese purposes amount stated 1s extremely

amall &ndé it must not be reduced by transactions which are in
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, effect purchases 6! collars. ©Dank for International Settloments

) is therefore aslde from all questicn of law able rinnndially to

f mecet Its dellcor oblipations only by means of it- dolllr balances

¥

/ ‘held for that purpose and not from its naaatl in Europo.. nhen f»

raqueatad we have hithorto alunyo declined nllow'

v‘»‘ IQ,‘«
»

anahlo’cil

cnc.

»’»ﬁ» fiisel 1eonse TepeymEstls

¢1,000,000 out of its deposit with fenk for Internationel uottlemnu

to kanque tationale Sulsse plemse te Xind enouch to put matter

formarl to “ashington. 5Hosret having to trouble you sgalr in

thi=z connection,

|
taetlttrick
‘unk tor Internatlonal lettlements

/' T35 »Zy E5¥- pcterson Coide .
test correct

205784
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OUTGOING CABLEGRAM—SERIAL No. 1688

SENT ON April 8, 1942 ' gy -\\\DC‘
. ’ . LA
Bank for International Settloments - ' \" LY
. ‘ . . 03?— ¥
Basle ) o VC\:
Yo. B1 1.
S ;] >l [V
. Your NO, 11
Application denied
_ Poderal Reserve Bank of New Yor!

EMH
RCA 16 = Sent in English
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Faom. . 0. E. Noore B.I.8. &uru -

| / e
Boundl, B.oolu (&nrard) » and NcXeon (Cnorun)

’;lal to lnaart. 8p
}f
| Be-oxazination of the available data on B.I,8., share ownership - including
j ‘information which we derived from last year's licencing of B.I.8. dividend

: !;mnnt‘t 1n Now York - indicates that the parcentage of the total shares outstanding

' ;"mc.h 2 hald fn coumtries szbject o the Anericen Mewmolng system is epprozimately

-

4

| 408 pu' cemt, eouplrcd vith the 50.5 per cent vhich we estimatod in June, 1940,
rm;nrontlgoofthotom Mclmchqpmnmubchddinﬂmmymdnn

as wo Ynow, Thess ﬁ.gmc m W "" m. . 3 K-: :

; ﬁzﬁ" Yg 24 f F'! -3 f“p" SRR R A
L ,vét n.r.s. “shares, 1*‘2"‘5 g &ﬁ:é""f" %)
AT : “v. '2‘ sm '!q.q',ﬂ':t ” :

o bo “xmﬁﬂ% to vo ahcut 85.8 pcr ent of the total uinru, repro=’

|
{ unting the original subgscriptions of Germany and countries now subject to licence.

/ Yor Germsny and all German~occupled areas Germany could claim voting rights for 535.7

| per cemt of the total outstanding shares. To this must be added the 10.1 per ceat

of the total shares which can be votad by Italy snd Albania.
Owing to Mr,reuerlein's absence, we have been unable to revise the detalled

If you wish, I will have Peuerlein

do this upon his retum.

H

[f table of ownership and control of B.1.8, shares.
|
|
|

j
|
|
f
J
!

: : 000000246
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‘ Q-r:xcr: co&nsgfpomosmcz A "’,ﬁ?ﬁgu_,&ai 24;;1941;

‘ M. -
To_ | M4r. Sprg —_ P - . Sunscer— Mr. McKittrick's letter

From_| .. .._L,.__}!-,KQ?}@_. , ___of april 17. 4

. . ) -
. "
: : -
- .

You have asked me whether there is anything further on:

this. I would say "No"™ because if you answer at all it seemévf&v

) ﬁe you will have to venture into unchartered depths; also because
'-i » ' ' :

I don't believe Mr. HcKittrick expects a reply. "
If you reel differently, I would deal with two aspects

of the letter:

......

(1) the question of Administration policy-

aZLl we set i‘orth in our letter of April 1. was ‘the "'{ S

0 % I T,
at:.lon Jha?sd no estab= 3%

¥ e ﬁﬁé;
it é #i

d%%oli

1icy:yet

; (2) most everybody, I believe, is in agreemeﬁt
Af with #r, lcKittrick's philosophy on free intefnational
; comnerce and free internationeal peyments "except for
1mmeéiate purnoses of the war"; Onfortunately 2 great
pert of the worldvis at war and others seem on the

brink of it.

t

LWK s KW
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; FEPERAL RESCRVE BANK.
P ) | OF NEW ‘fORK

e FICE CORRESPOND NCE ‘ pare_August_2, 1940,
Tol ¥r. _Logan_{{_/__‘_ PO — suvosecr BJI.S. . cable No. 328.._.__
yggL . L. V. Knoke . . I . e
» 4‘5 ' A

* Numbered paragraph l. ‘The Treesury's attitude probably
is discriminatory against B,I.S.

Numbered paragraph 2. B.I.S. has reason to be disturbed
| for the future about these multiples of nationality resulting from
the fact that ngtionals of many countries have an interest in the bank.

Numbered paragraph 3. The parallel drawn between the .

'5:fInter-Amer1can Banx and the B I S. and emphasis on e dif*eronf ‘

‘ﬁ"‘?‘-'?%e!: f?f?:f"f.lflr%ést ho1ding of B f““”"%”%é‘éﬁ*ﬁ%? 4?5 |
1= said zbout the fact that the totzal of stock owned by cQuntries
desigrnted 1n the Lxecutive Order is now about 319. Against this
one fact all the above arguments of the B.I.Z2. seem to iose in
importance.,
As regurds the two suggestions submipted by B.I1.8. for
considersticon, I offer these comnents: ‘
(1) No cuesticns arise in connection with B‘I.S.
gold under earmzrk here,
(2) The thought that we might open a2 special account
for B.I.S. in which a balance wculd be maintain d "equal
to total of dollar balances with B.I.S. of all nationals
of all countries named in Executive Order" 1is terpting.

Unfortunately, however, under that system the Treasury

would not get informetion on certain transactions handled

000 SP
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FEDERAL m:::'!:mz BANK .
OF NEW YORK

"\ OWFICE CORRESPONDENCE . Datc_ARgUt 2, 1940.
To_¥r. logen . . _____. . _ . ____ supsecr_B.I1.8. cable No. 328.
FROWM . . L‘ __wro R I(.noke ..

- 2

by B.I1.S. (for instance those for Germzn account)
in which it is most vitally interested even though
the Executive Order doces not supposedly concern

itself with them.

: F"';; © All of which amounts to this: I would like to see some

,J relief granted to the E.I.S. ul cannotl wge it with a great deal

IR . .
is. B e
"'Of" - 01@\‘* L

5 »:’;

an e
i Ea

MY b 1 I

.agrees with {)yonrx.ideas ‘and a.rter —you:have‘ discusse i%‘?
: i i
lx to oernstein along the lines of 1t

Y

ny memorandum.

K : KW
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I (Cleveland
-| (Richmond

4\.

e
wq}; 1e-letter sent toﬂths Prcsidensu ar.uns IOL&ONLMQ 5w e

ston

EASCNNEESY
FrEh

S san.?raﬁéiscﬁ

o ‘-f’a;liai-ch 26, 1938, .

Dear Mr., Young: R |
¥e have received eablns rrun the Bank for International

Settlements under dates of Narch £l anﬁ Narch 23, 1939, in!orting

us of shipments totaling approxinataly kilos 3000 of refined gold
bers (valned at sbout 35,375,000 ‘&t $35 per fine troy ounce) which
they eare ahipping to us, kilos £000 per nteanship HORHAHDIE seiling
from Le Havre, France on ¥arch 25, 1939, and kilos loao‘per~steanp
ship AQUITZNIA sailing from Southaéptog, England on March £5, 1959.
They have injuired whether we would be prepared to advance to them
96% of the value of the refined gold bars on the terms and condi- -
tions stipulated in our cable No. 247 dated Hovember £8, 19:54:.~ A
copy of cable No. 247 wss forwarded to you in cur letter of'ﬁoiémber
30, 1934, o |

Our Board of Directors and the Board of Governors of the
Federsl Reserve Systen have guthorized us to make advances of nnt
to exceed $¢0,000 000 outstanding at any one time to the Bank for
International Bettlements secared by gold actually in transit to

Bew York on the tefms snd conditions contained in our cable No. E£47
dated Hovember £8, 1924, any such advances to bear interest at the
discount rate in effect at the Federsl Reserve Bank of New York,
The guthority was granted in this fors in order that the officers
of this bank night be in a position to give prompt enswer to sny

060320
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or tosted eablo advice fron tben that tha :old consigned to us has -

' actually heen placed on baard stesmers. Insnrance hss been coverea

by us at the expense of the Bank for Internatienal Settlements cover-
ing fron door ta door ngainst all risks 1nc1ud1ng war risk except
var risk while on land or on vessels on inland vaters which coversge,

LN

undertriters discontinued Pebrusry 1, 1938,

The Board of Govarno;s of the Pederal Reservs Systos have
informed us thét they are advising thé otker Pederal reserve banks
thét their participation in such advanées is alsc approvad, If’you
desire your unsual participation in any advances which we xzey pake
to the Bank for Internat;cnal Settlements, kindly wire us the word
"JAGREE® from which we will understand that you will take your usuel
participation in any advance or advznces which we may make to the
Bank for Internstionzl Settlements of not to eiceed 320,000,000 out-

standing at any one time, | Ve
Faithfully ygurs,

L. ¥. Enoke,
Vice President,

Honorable Boy A. Young, President,
Pederzl Reserve Bank of Boston,
Boston, Massachusetts.

L¥K31 DIL3 ED

ig ? - ;
i S .
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FEDERAL RESERVE BANK
} ' OF NEW YORK |

O£+ICE CORRESPONDENCE | pare_July 27, 1938,

To.

Flm

Fifles : SUBJECT:
| D, J, Liddy

With reference to the $875,000.00 gold shipped to us

i
|
by the Banque de France, as agent for the Bank for International

|

Settlements, Basle, Switzerland, per the S.S. "Ile de France",

w%ich we earmerked in our vaults today, we do not intend to

i

request an affidavit from them stating that the gold was never

héld in non-compliance with any of our executive orders,

r%gulations, ete. It is very unlikely that the Bank,for Internation-

' | .
al Settlements would have any such gold.

- 000000310
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FEDERAL RESERVE BANK

OF NEW YORK
OFF¥ICE CORRESPONDENCE DaTE.
1o, Files = ‘ _ SusJECT- :

G.". 1 . .
FR@M D,o Jo Liddy : ‘A » o ' .

June 7, 1938

With reference to the $3,247,500 gold shipped to

us by the Banque Nationale de Belglque as agerts for the Bank

for International Settlements, Basle, Switzerland, per the
JS. S. "Ile 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 nonQCompliance with any of our exe-
icﬁtive orders, regulations, etec. It is very unlikely that the

!
| Bank for International Settlements would have any such gold.
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FEDERAL RESERVE BANK
OF NEW YORK )

.- OFrICE CORRESPONDENCE | pare_April 15, 1938 |
T Mr. Knoke . qH’;)‘ 2% suancn_BlﬁLlhlieian_QImuLLts__________
Fno; L. Galantiere \& ‘
| »
| /7

’ Further thought on the BIS Note prompts 'the following
list of things we should be agreeing to do if we were to partici-
pat% in the scheme (as well as I understand it):

1. Open a dollar credit line in favor of the
BIS.

2. Receive a reichsmark credlt line from the
BIS (using Germany merely as an example). )
3. Discount (or lend oh the pledge of) reichs-
- mark bills presented by American exporters
in New York.

4. Open an accournit 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 market).

6. Sendiws German importers! paper to Berlin for
collection.
' oL, : «

The foregoingguﬁi relates to the kind of business that
would arise out of sales of American exports to Germany on invoices

deJominated in reichsmarks.

.

E
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w 000000312

203794



‘ FEI;‘:.ERAL RESSRVF: é;mx
OF NEW YORK
RZSFONDENCE pare_April 13, 1938
' sussect:_ BIS Reciprocal Credits in

i
{ F;éw__ﬂxwﬁalanﬁigrg : International Trade

; , s [
Cogies to Messrs. Sproul, McKeon (Cameron), and Roelse ai;,7vM4~%}‘ﬁs/a
i y ?Jq [~ SPV /Z‘;’Liﬁﬁa_-‘--zt.ﬁ [ )
l / d‘lt’\ :

As requested, the Note on international trade credits
sent to you by the BIS under cover of a letter dated March 28 has
be%n analyzed, and a draft letter of acknpwlédgment and §ohment
is;submitted herewith. | ,

The subject of the Note is the institution at the BIS

of |2 system of reciprocal credits betweén that bank and the various

ce?tral banks for the purpose of’stimulafing additlonal exchanges
ofjgoods and eliminating credit and exchange risks, where demands
exgst’and cannot be ‘satisfied because of the credit risks'and ex-
change risks involved. Concerning the mechanism of the proposal,
only the initial operation is clear to me and to the three people
i& the bank ﬁho have read this Note at my request, Meés:s;‘Raymond,
E%ore, and Collado. That initial step may be deScribed’§S‘follows:
F.R.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
tq'> F.i.B. of N. Y. a credit of 2,500,000 reichsmerks, and to
R%iéhsbank a credit of $l,OO0,000. Thereupon, in each of the two
c?untries concerned, exporters sell goods to the importefs of the
other country, the exports;being invoiced in the importer's cur-
r%ncy. It is assumed that the amounts involved will always be
é?en,'that the transactions will cover "supplementary" and
! | /"Lxcéptional" business, in fact goods "not absolutely eééential to
{tpe importing market"; fgrther,'that each central bank will be

f&ngncing its exporters ﬁnder the scheme byAtaking over the exchange‘

| 000000311

205795



http:F;~o:,!--L.L-Clalan..ti.er

M

FEDERAL RESERVE BANK
OF NEW YORK

RESPONDENCE " DarzApril 13, 1938 _

risk involved in the fact of the goods being in&oiced“ih the
importer's currency, while looking to the BIS, and beyond it to the
o%her centrel bank, to cover whatever risk may be'constitﬁted by
the situation of the importer's currency. As the Note puts it,
"each Central Bank retains its responsibility for its own currency,

and it i1s the financially stronger of the two markets that finances

the commercial credit.m

% ' Beyond this, I can make nothing out of the description

df the mechanlism. I assume that certain documents will be involved,

but there is no mention of them. On the other hand, there is such

é‘statement as this:

"At the maturity of the credit faCllltleS, the
exporter has to procure, for their repayment,
the forelgn currency advanced to him. . . .
He will have to procure !'free' amounts in the
currency of the importer's market in order to
repay the advance obtained by him."

|

|

f

|

%his seems to mean that an American exporter who sold goods to a
%erman, invoiced in reichsmarkes, would use this particular credit
gcheme to get reichsmarks from us snd would owe us reichsmarks at
%he“maturity of the credit perlod. And it would mean that it was for
%he purpose. of supplying an American exporter with reichsmarks, that
we took a reichsmark crediﬁ from the BIS. | |

L The first paragraph of the Note informs us that "the Bank
¥ .
lfor International Settlements has recently made certain experiments

gto the extent of some £5,000,000, in organizing certazin international

commercial credits with a view to alleviating the difficulties which

000000312
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"FEDERAL RESERVE BANK
OF NEW YORK

PONDENCE | - Date_April 13, 1938

SUBJECT:
- 3 -

tidn of export trade; but it is not clear whether or how much of

this experimental business has taken the form of the mechanism

!

de%cribed in the Note. As of the end of February 1938 the position

wag as follows:

! BIS Intgrnational Trade Credits

BIé Credits Granted to Credits Taken by BIS from
Bagk of the Belgian Congo National Bank of Belgium
Bank of Italy National Bank of Czechoslovakia
National Bank of Czechoslovakia National Bank of Egypt
Swiss National Bank Bank of England
Central Bank of the Republic Bank of France
of Turkey Bank of Italy
Netherlands Bank
Bank Polski '

Sveriges Riksbank -
Swiss National Bank

Total granted 54,424,000 Swiss Total granted 30,240,000 Swiss

j gold francs gold francs
Utilized 40,865,000 Swiss gold Utllized 21,200, OOO Swis¢ gold
i francs , o francs

! It will be seen from the above that only three banks figure

i

iA both columns, as would necessarlly be the case under. the proposal

|

1g the Note here discussed.

i There might be sdme utility in asking the BIS for further
d%talls, but since the whole scheme seems to be one designed to make
it possible to increase trade between countries wvhich need to sell

more and other countries which, even as it is, cannot easily pay for

f‘
what they now buy, I belleve we might better refrain from showing too

Ereat interest in the project and thus not raise BIS hopes unwarrantably

l
: | | .. 000000313

|
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FEDERAL RESERVE BANK -

‘ OF NEW YORK
{"QF@]CE)CORRESPONDENCE ' pare_April 13, 1938
l' e | . : '
To ~ ) , . ] . ‘ SUBJECT: .
t"f ! - 4 - ‘ ‘
FROM : . [ e e
g
higﬁ. Beslides there may be ways in which this quasi-clearing scheme
| .

wou:ld come into conflict with State Department commercizl policy.

fsabe
|

- ——

000000314

|
|

|

| | | N
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UNITED STATES

. ', - ATOMIC ENERGY COMMISSION ’
‘Reply Refer To:  j . , wasmua‘ronzs.o c.

t

|
| o, ' ; Vo ol

l FBOF: FMW 925 :q**';-f‘ ) "f'?.ﬂMhréh 29,
| | o

Dr, Leland Howard =
Agsistant Director

Bureau of the Mint

U. S. Treasury Departmen'b
15th and New- Ybrk Ave., N. W, -
Washingbon 25, D. C. '

Cead T T
; Subjects " Purchase order §F-511-49, Case No. 925 ‘ '

Dear Dr. Howards

oovering 12 = Gold Rods, 1/&* dia. . & 2*“
at Atomic Energy Commission, Los Alan}B '

It is requested you approve ’chzs order and i‘omgrard. | ’ o P
1t to the Neéw York Assay Office for fllling. . ‘

It is furthiar‘requésted that the'bill'covering this ) .
material be sent Air Meil to this office for i‘orward-
ing to los Alamos f'or payment. R - ) ‘ :

Any additional informeticsn required cs.n be obtained
by contacting the undersigned Code 144, Extensicn 576,

Very 'l:ruly yours, :

P M. Womeldorff

e

Enol, L
P. 0. SF-511-49 (quad )

r'sA
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fsmned) Neme Ta.yic:e Ross
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TREASURY’DEPARTMENTT o
UNITED STATES MINT SERVICE e _’ A,

SAN FRANCISCO 2, CALIF. ¥ 43, .
OFFICE OF SUPERINTENDENT o RTINS ' :
UNITED STATES MINT . 73?‘4’?

w?f@, ‘

IR . - : - : e

{ ‘?;'« S0 . T Maroh l? 1949.,: o '
j o L AIRLAIL i

Dh%dmrofththw; ' A ;

Washington 25, D. C.. .

Daa; Madam:

Kindly find enclosed copy of my letter of thls date to mr. George
Udell Director, Supply Division, U. S. Atomic Energy Commission, which
wishes to be authorized to purchase substantlal quantltles of fine gold
in lconnection with the work of the Comm1581on.

‘It is assumed that the Commission would d931re to expedlte the »
‘issuance of appropriate parm1351on and license and we submlt the me tter
and our action in the premises for your consmderatlon and possible tfur ther

=S

attentlon‘ o R R

! : ',RQSPGCt.fUJ-lY;;;}c:‘ e \
Enllosure

|

' L
!
1
205806
) 1 » “

”,


http:tomicEner.gy

|
“Mre Goorga Udall, »

Us B M:omia Energy Gomnisnion,

‘ I\ARA 0:f2

oS e € e e unte domatitntn il

*_; 'UNITED- STATES MINT SERV!C ="
- SAN ‘ERANCISCO 2,CALIF. "

cop’ " Yaroh 17, 1949,

Mreotor Bupply Divisions o

Loa Alamoa » Xow unxieoo - L N L |
pear Sire’ e S O B X

|

Kindly be. informed: that w. Paul Ke Goodbrsad, oi‘ the 'G. vs¢ Atomio Emrgy
comission, Ios Angeles,, Califarnis) adviged by phong tadny that yon wishsd to
be authorised to purchase fm gold from time.to time,iin substantial quantities.~~
Mr. Goodbreed wae uncertsin whether it was the. inwnt‘ . to, purohaas such gold
from a mint or from e licansed refinar. S Y ‘

1 #oncmse forms 'of applioation I‘or 8 Federal (;old Iioense, the TE-18 and
TG=12 Bupplemsntery. The forms, upon completion, should be aubmitmd te tha

N
i

Ue 8» mnt, Denver, Colorade, as the sppropriate mint. to recsive and process the.

' semo. Informetion &s to the purpose of suoh application ‘ghould be. given on the

forms and 1f'a query of the forma is imapplioeble, thet faot.‘should be ste tads
The i‘orma do not have to be sworn but should be compl: oted, signed | and submitted
in dupnoate. In ivem 4 of the TG=~12 form there should be- inserted an estimete,
in. fim troy ounces, of the amoumt of gold that you would heve on hand et ny
ona time and this has rafsronos to dhe ounce. limit of ‘any lioonsa 1ssued.

! .
1lenclose & oopy of 't‘he Gold Regula‘ciona, inviting- attantion, nmong othars s
to aeotlons 54422 to 54.287. . - ‘ ‘ ‘ e e

As pwvided in aeetion 54»44, gold 18 aold by th@ min‘t;—to authm'izcd paraona

or firms at $36 per fime. troy ounce of gold (plus one’ feurth of 1 percent. TWo

bar ohax'g;e is imposed on gold bars of a fineness helow' 999 thousandthe when pertioce-
ular sizes or finenesses are not reguasted. Bar. ohargos ‘will be’'mads far bars of

e fineness of 299 thousandthe or above, for bars of partioular. fineness, and for -
bars of particulser sizes, when eny . of sush bars are. requegsted and ami lable. Bar
clmrgs? vary from 8-3/4;;’ to n@t per $100 of gold value. -

The application for & Fedaral gold license would ba me.ned to the Us Ba Iﬂnt,
ﬂanver, Colorado. We essume thet it would be unnocosaary to. i‘umish any referencss

. es sugrested on page 2 of the TG=12 Supplementary i‘orm. _Inthe .avent thet, -upon

-

.Enolos\!zres . .7+ ' 'superintendent .. .

authorimtion being granted therefor, you are 1nwreated in pumhaming; ﬁrm gold

of 't:hql{int, the U, 8. hﬁn’t, Benwr, 0010., will i‘ut-nlnh full particulars ag to such -
transaotionse

i - ) o : Yery truly yours;, ,
: Ceen e ' s/ Geo. B. Gillin

cc l&'o Paul M. Goodbrend U.S.A.B.C-,

- V‘P\O!OD Bex 8007, smtion P,

Q,«»I:OB Angolas 6 California.

< 2oss07
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 will Yerd all sasistance possible te
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Tos Mr. Howard [, = Cruew v
:. : . . Y - LT - v’-ﬂr"""}.(’.{,f Lo
Froms ‘Miss Q'Hdro”z ' S N

- Re; Purchase h,SOO troy. ounces gold for
" Rock Island Arsenal ,

At Mf. Howard's suggestion, I phoned Mr. -Tobin
at the New York &ssay Offico regardlng the status of
this case. ' « . S o

Mr. ‘Tobin said due to the specificationa, they
had to meke special moulds to handle thls transact1on. o
He said they had started it immadiately upon reeeipt of
the Director's letter and that it should-bé finishad
either Thursday or Friday of next week.erw .

" Mr. Tobin also said they would have to have
payment for the gold before shipment could be made. .

I oalled Mr. Wbmeldorff (Atomic Enargy Commission
Wl - Ext. 576) and relayed Mr. Tobin's message. - He said
he would phone Mr. Tobin regarding payment. .-. o

et el



)}
|

BAHOYY TYNOILYN 3HL Lv A391008CSY

‘ 1141; Bxt. 576) and relayed lr. Tobin's massage.

pu» W ~
z,/um,/ ] ,?012’ v o]
Ba)( / ﬁ\.j ‘

)
1

‘Tm‘ m'. Hmrd

From: Vmsa O'Ham

 Res ?urohua h,SOO tm ounces: gcld for ;
Book Island m‘ml o0 ) - i

At ‘Mé. Hémr&’c nnggoii;io'n," I pdone& Mr. Tobin |
at the New York Ansay Qfﬂoo regarding the otatus of 4
thin caze. o i

lﬂr. Tohin aaﬁd due to the apeoifionﬂm, thoy
bad to make apeoial moulds to handle ‘thie tranaao'bion.
He said they had started it imediavely ‘upon: receipt. of.
the Direstor's letter and that it should. be finishad
eithor Thureday or Friday of next week.‘.vi B

Hr. Tobin alse aaid they would have to have

pﬁymcat for the gold before ahiment oould be mude.

: I otuod Hr. ﬁmldorf!' {atomic knergy Commlssion
He aaid
he would phone Mr. Tobin regarding pgyment. ' B

JoHsph  2/16/k9

205810
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Aoting Superins enfent
United Statea Assay Office o
New York, N. Y;, . j;‘ | ’

Dear Sir:

fnolosed is a copy of a letter from the
United Siatm Atomic Dnergy Commiesion dated
January 24, 1949, together with a Purchase Order
for U500 troy ounses of geld, which ie to be’
shipped to the Rock Island Arsemal at Reok .~
Island: nl’unﬁisc . : Top e N

ueusl manner, It will not be necsasary that a

|

1

1

| ' " plesse handle this transaction in the
l : .
| licengs be igeued t0 the Roak Island Argenal.

Vory truly yours,”

Tl e DO g

uvsing Dhvestor of the Wab .

ke 10
L CFs7h
Enclosures o]

205811
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_ UNITED STATES CoL
. ATOMIC ENERGY. COMMISSION; . :71%,

WASHINGTON 25,D. €.~ ,

Jemuary 24, 1949 ix

u. S. Treasury Depa.rtment : L
Washingbon, Do Cs 4' TR *‘t :::z,}:r?:z,t‘?j:f:.T R

o, !

A‘otentions Mr. F. Leland Howard,. Assistant Director

Bureau of Mint ; .
Subject: Procurement Requisition (BD*ll*G’?G-m-AlOSA

Gentlamen.

4

Confirming our telephone conversation with you on January 10,
forwarded is Requisition 0313-11-0’70-49—4105& from Rock Island

-Arsenal for 4500 troy ounces of gold anodes: for your approval

and transmittal to the New York Assay Office.’

- Rock Island Arsenal has cited their appropriation, both for the

material and transportation. . s no mention of escort .for this
shipment was made, it is suggested that the material be ahipped

by Express on Money Wayb:lll. ‘

Tour a.ssistance in this matber ie vary greatl;y appreciated.

Very truly yours g

F. M. Womeldorff »

Procurement Engineer

‘Business Operations.
Encl. : Gieen o
P.0. 0RD-3.1-0‘70~49-4105A (dup )

205813
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Material on this order must be

Ve U ~ bk Ay
| EvTA 7 - ﬁc;lg' S Am‘wn?&ﬁ - v
| 30 x o (FrRe J S a0z

‘ . CASET FO. 761
REG UISL“IOY R '

“Page 1l of 2 pages

[

U. S. Treasury:.
Washington 'D C. )
E S ; ‘ ' ‘ ii . #eRequisition ¥o.

Conmqndlnv Officer Rock Ie 1nnd Araen 1 o kﬁ;OWD—ll»ﬂ?O LQ-U1084

~ Rock Ieland Illln01q, Dept DY Shop R |

Stock No. Nomenclature

IpORTANT - e |

Addreesed for shipment as fo ows:
Commanding Officer
Rock Island Arsenal |
Rock Island, Illinois
- P.OJs L9~ 41054
Dept. DY
U X.0. 1500~ W25 (AP) o

(Spe Contlnuatlnn Sheet #2)

Signed:  Frances R. Vincent, Deputy
L. R. Viers. :
Fiacal Ufficer.

- APPROVED 3Y:

S o 'Signedf”chéeph F . Curley
- o . T JOSEPH F. CURLEY
- ' . * CHIBF,' PEOCUREMENT DIVISION
CONTRACT ING' OFFICER
. : ) w,,_j FOR: = PAUL ¥  LINTON
R . : N “1ST LT ORD DEPT
“ o ; ‘ ';VV“'::;'Aummwmr“och

. ugeliosa 13 January 1949
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