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\U.S. te Return Hungary’s Crown

f Held Since End of World War Il
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The Crown of 5t, Stepien, the 977-year-old symbol of Hungarian nationhood

o ) ‘ .+« DByvBTGRNARD GWERTZMAN
Special to The New York Times . . .

WASHINGTON, Nov, 3—The Carter)tends to deliver the crown and crown
Administration, in a sigailicant move to |jewels to the Hungarian Government at
improve relaticns with Hungary, hasithe end of President Carter's scheduled
. ) decided to return to Budapest the Crown [trip to nine countries, from Nov, 22 to .
! of St. Stephen, the symbol of Hungarian| Dez. 2. o :
nationhood that. has been in American|. The decision to return the crown ang!

- b custody since the last days of World War| jewels is regarded by Administration offi-
? ? ' S ) I : : cials as a symbol of the changes that
’ - Administration  “and Congressional | have occurred in in recent years in Hune

sources said that the decision was cen-lgary. Under Janos Kadar, Hungary, in
veyed to key members of Congress today. ) -
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“terms of internal policy, has bccame!

probably the most liberal of the East|
~* European countries linked to the Soviet,
i Union ‘

Now that the crown issue is heing set-

| tled, it is cxpected that steps will be
) . taken lo nepgotiatc an economic afree--
| “'ment with Hungary. This would-include;
- granting. Hungarian goods normal tariff
‘slatus, the so-called most-favored nation.
{treatment. Currently, only Poland, and
»Rumania in the Soviet bloc receive such
. concessions, . :
+ Officials said that the question of re-
~turning the crown has been under active
-study for some time, and it was judged
cthat this was the appropriate time. It is
‘understood that Philip M. Kaiser, the
American Ambassador  in Budapest,
‘strongly urzed the move. :

The crown was senl as a coronation
zpift to Stephen, Hungary's first Kingin
-the vear 1,000 by Pope Syivester 1L/ The
/Byzantine-style crown is studded with
.nemis, decorated with miniatures depict-
‘ing religious scenes and surmounted by
‘an inclined cross. In addition to the
cerown, the other royal jewels include a
‘zoid scepter and orb and a.gold-encrusted
‘mantle.
| . Crown a Symbol of Legitimacy

All this has profound national symbol-
ism for Hungarians, who trace their couns
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The jewels were turned over to Ameri-

can military authoritics at the end of

Worid War 11 by members of a Hungarian

| ' niilitary guard who feared that it would
. othetwise fall into the hands of advancin

i
; tianity to that period. .

| Soviet troops.

I The crown had been used in the coro-
] nation of more than 50 Hungarian kinps
‘ and no state ceremony was considered
8 legitimate without it, The common belief
i af many Hupgarians was that as long
) i as the croww was safe, so was Hungary.
i
!

After accepting the crown . from the
Hungarian guard in 1945, the United !
States sent it (o West Germany for a
few vears, It was kept in Amierican custo-
dy there and everitually transferred to

- Fort Knox, Ky., where it has remained,

The Hungarian leaders repeatedly asked
for its return, but as relations hardened
following the Communist takeover of the
countiy in 1947, the United States refused

__to even consider the request,

try’s nationhood and conversion to Chris- |}

CARTER WILL RETURN

After Soviel intervention in 1056 1o
crush the anti-Commupist uprising, rela.

tians between Washinnton and Budapest.

became cven worse, But in the last 10
vears there has haen a steady imorove-
ment. aided by Mr, Kadar's economic and
political liberalization,

Soon after the the Carter Administra-
tion tonk office in January, it was asked
by several.members of Congress, ineiud-

ing some with large Hungarian-American -

constituenc’es, to consider returning the
crown,

On April &, the United States and Hun-

vy sipned a cultural and scientific ox-

h change agreement,and officials said at the

time that the accord mizht erente “the

necessary improvemeny in the climate.”

American officials were impressed by

Hungary’s willingness in Septcinber -to

allow Billv Graham, the American cvan--

relist, to make a weel’s tour of the coun-
trv, somcthineg that likely would have
been impossible carlier.

The Carter Administration up to now
has not -announced a special poliey to-
ward Eastern Eurnoe, although it scems
ready to continue the policies of trying
to improve ties with Eastern European
countries, cncouraging. where possible
their ‘diveraences fromy the Sovict Union.
- Administration officials said that initia®
inquiries with key members of Conaress
indicated support fer the return of the
crown. o

By caincidence, Senator Joseph R. Biden

Jr. of Delaware, chairwan of the Foreign .

" Relatinng subcommittee on Europe, just
visited Hunsary and was preparing a re-

port recommending the return of the

crown jewels. officials said.

A major abstacle to the return of the
crown and jewels was the situation of
Jozsef Cardinal Mindszenty, the Roman
Catholic Primate .of Hungary, who was
imprisoned by the Communists following
a_controversial trjal in 1949 on charges

. of treason.

After his relcase during the 1936 upris-
ing, the Cardinal was given asylum in
the American Legation in Budapest, He
remained in the legation, whas was later
upgraded 1o an embassy, until 1971 when
he left for the West.

He died in 1975, a fervent anti-Commu-
nist to'the end, o opposed to the Vati-
can’s improvement of relations with the

Comimunist world that he was stripped
it 1974 of his offices of Primate of Hum-
rary and Bishop of Esztergom by Pope
Paul VI, ' )
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U.S. to Give Crown Back
CROWN, From Al . ‘An “official of the Huﬁéarign em-

that the erown should not go back .
to the Communist . government of

. Hungary.” ' e
“1 was misled," she said, .
She said she was told by a State
VDﬂpartment official, last night, and
this was confirmed by another official

who requested anonymxty, that Presi--
- dent Carter made the decision on the

crown’s return. -

The crown, which came mto the Unit- -

ed‘AS@ates possession near the end of
World War 11 in the European thea-

ter, has been in the United States
since 1853, and Oaker said she beieves
it and some related regalia are being

“held at Ft. Knox.

Among other things, the Crown of
St. Stephen represents the beginaning
of Hungary as a political entity and a

" Christian nation. The -upper portion

was given by Pope Sylvester II in
1001 to King Stefan I, Hungary's first
Christian monarch. The lower diadem

“was given to Stefan’s successor, Geza,

bassy said. last night that “for two
decades we have.always stated that

" the crown-and crown jewels bel‘ohg

to the People's Repubhc of Hunyary,

where the Hun"arlan People Jive . ..
~ The holding back of the crown creales

the. same situalion. was if some other
government would held back the Lib-
erty- Bell and won't give it back.”

The U.S. official who las{ night -
_confirmed ‘the decision to return the

erown. attributed it to improved re-
lations with Hungary-and the belief
that the crown belongs to the Hun-
sarian people. Before the :decision
was made, the official said, “we. had

~never made any special - conditions

as to how or when or in exchange
for what we would return it.”

Now, the officials said, the United
States is negotiating with the Hun-
garian government for assurances
.that, once returned, the crown “would
be on publie display for all the people
of Hungarian extraction to see it. . .
We are seeking assurance that as a

-a2bout. 75.years-later-by-Emperor-Mi--—symbeol-of-that -religious; cultural~afd™

chael Ducas of Byzantium.

national heritage it is something that

can- be seern the way “our Constitu-
txon . .. tan be 'seen.”

"Oakar said.she plans to take three
actlons in response o the. adm;nxstra-

tions decision. She plans to deliver

Yo President Carter a leuer protestmg
-it, lo ask .House: Spcaker Thomas

- P, O'Neill Jr. (D- Mass) if -House mlcs .

can be suspended so ner bill ca:_x he
taken up for a floer-voie, and to get
- in touch with leaders of the " Hun-
garian American . community t

" President Carter of their feelings.”
in’ April, Oakav said, administration

“officials indicated there was no .cause.

‘for her to worry about the crown’s re-
turn, “In May, she said, the new {U.S.

Ambassador to Hungary, Philip ‘Kai- -

ser, and another State Department
official, Thomas Gerth, met with her.
“They wanted to-know why the peo-
pte {elt ‘so strongly about retammg
the crown,” Oakar said. T
“There are thousands of Hungarians
who fled Hungary in 1956.who wnll

.never be able to return to their  an.

cestral home because they are con-
“sidéred criminals by this atheistic
government,” Oakar said. -

to H ung aly
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US. 'io Return Lond-Songht Symbol

. By Peter Masley
Washington Past Staff Writer

., to return to Hungary its long-sought

" ous, cultural and national heritage.
“We feel that the time has come

ficial - ssld last night.
All that remains for the expected

ians, ‘xhe‘ official said, “the same way
our (jonstitution can be seen.’ .

Crown of St. Stephen, a 1,000-year-old
relic symbolizing the country’s religi-

Hlmgary m Geﬁ Emwn

The U.S. government has decided

-and that it would be the right thing '
“to do. to return it a government of- .

return by the end of the year are as-
surances. by the Hungarian govern- .
mend, that the crown will be on public
: dlspl,ay and available to all Hungar-..

: ~, gary” Oakar said, “We feel strongly
Rep; Mary Rose Oakar, a’ Demo-

~of Hungarian-Americans, many free-

informed “by letter from the State

crat from. Cleveland,who says she
represents - the largest concentration

dom-fighters from the aborted 1956
Hungarian revolution, strongly ob-
jected last night after she was told
by a State Department officlal of the
U.8. decision. .

Qakar is sponsor with 30 other
House members of legislation that
would require the President to.seek
congressional .approval before the
crown- was_returned. ‘

Qakar said that last April 5 she was

Department that “there are no present
plans to return the crown to Hum- -

_ See CROWN, Al0, Col. 1
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Respectfully referred to:

@Cniich SDilafes Denale

o

November 21, 1974

’

ﬂ\“\i‘ﬂbstud.é}!\v\
974 #

<
* DEC O

Depaftment of‘Treasury

- IRS Building
1111 Constitution Ave,

Washington, D.C. 20224

Because of the desire of this orflce to be
respon51ve 1o all 1nqu1r1es anhd communlcatlons,

your con51dera;10n of’ the attached. is

requested. Your’findings and views, in

duplicate form, along with return of the
enclosure, will be appreciated by

Coi

?‘ a . : .
-

Sgemrs
x’4//{;w#wJ/’?ﬁ ”’MLﬂﬁzP?aLf““};“mm

sparmns s afoes s T g
R

L!oyd Béntsen’=S+S+

Attentten Tanya Hart

Form #2

205989
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To | Symbol | Room | Action |Initial/
* . : Code |Date
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oz Maalew e Pl 350 S
~ . . g ' (R M / 4 i
SV (Gt M 7 >4 ‘f{ . ' :
- " \ t L
wm@u«w Gl a;wk.» X 1P, Ml
¥ . R T
[J 1. Per our []7. Signature [] 14. Prepare reply
conversation [] 8. Initials for signature of
[J2 Asrequested - []9. Note and return
‘] 3. Approval []10.Necessary action
[] 4. Comments []11.See me. [] 15. Please
[] 5. Information [J12.Call me - “answer by
[] 6. Corrections - [J13.File
Remarks '
'S
From Phone Room No. '
g .
; Date
» C / TR ’l} ?
Form 1725 (Rev. 9[74) R
; : [ S
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| J Depmmom‘r
'Mr. Sheperd of the Treasury
Hungarian Desk Bureau of Hn., Mint

h Dept. |of State Warner Build 9
. room L_date. Lz 7-75 5O1 131h Stree,
- Oﬁt e of PUDM, Sewices

Mr " Sheperd: .
As a J[zesul“t of our conversation of
. yesterday afternoon, I am sending you ’
for appropriate action the letter =
- Mre. Robert Batten of Houston, U'exas
faddr‘&%ssed {0 Zenator Lloyd Bentsen
~concerning the Hungarian Crown.

- offme and Senator Bentsen s offlce of
this traaner 4

Dleorflora Hayd 0 ,Q Qw

-1 have advised our Congressional Liaison

L |
j , M il .

\/ - room o
; ext - 184-5I21
|
|
|
f
|
|
|
|
|
s
|
|
.

:‘
! 7

; syded neaa pare £33 53~9" A
] -
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O¥rICE OF MILITARY GOVERNMENT FOR GERMANY (C.5.)
. " FINANCE DIVISION
£ ' ‘ T - APO 742

2 7 JAN 1942

AG 007 (FD)

SURJECT: Request for Locuments Located in Soviet Occupled
Territory Pertaining to Looted konetary CGold.

" T0

X3

“The Chief of 3taff

I. DISCUSSION.

1. This Division is engaged in studies with respect
to the identification and tracing of zold bars and colns
obtained by Germany from occupied countrleo by duress.

This anormatlon will ald in the restitution of this gold
to its rightful owners. It is urgently neeced at this time
Jin connection with negotiations as to the return of loocted
gold presently in progress both in Lisbon and ladrid.

2. The most‘important gold records were those of the
Devisenabteilung of the Relchsbanﬁ and those of the Prussian
Mint. With wespect to the Melrhsbank records we are advised
by Friedrich Wilhelm, former Relchsbanlk Director in charge
of the Devisenabteilung, that the most important records of
the Reichsbank, including records relating to gold, were
evacuated to mines at dMerkers, Thuringia. Certain of these
#0ld records were recovered at lierkers and have been uti-
lized in our studies. Additional records from this source
bearing upon the obtaining, resmelting or disposition of
looted gold would be of inestimable value.

3. With respect to the records of the Prussian ¥int,
located at Molkenbastel in the Soviet Sector of Eerlin, we
are advised by Franz Pallass, manaaun” Director of the
Mint, that some records still remain at this location. In=-

‘asmuch as the ilint performed all smelting operations for
the Reichsbank and 1t is only by means of the smelting
records that we can identify smelted colns and bars which
were resmelted in order to conceal their origin, any re-
cords of the Mint are potentially of highest importance.

E—One folder containing Mint records of smeltlnws has been

made available to us throubh the courtesy of lr. Lenlsov,
Soviet lember of the Cerman Ixternal Property Cowuission,
and served to identify many resmelted bars+ We have dis-
cussed informally with Mr. Denisov the question of obtain-’
ing access to the Kint records. This request was denied on
the ground that the records contain no other information of
interest to us+ We are unwilling to concede that this is
true without information as to their actual contents.

II. ACTION RECOMMENDED.

4. That the attached letter to (eneral Kurochkin
be signed and dispatched. (See Tab'A) '

.m: CONCURRENCES . N~ 20599g - ) ’
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Prepared .y ..

30 January 1947

Dsar General Kurochkin:

Certain racqrds whioh are reported to be held in the
soviet “one and the 3oviet Sector are of great importance
to us inaspuch as they will serve to identify and trece
monetary gold looted by Germany in oceupied countries.

Our ultimate objective is to ald in the restoration of this
20ld to the rightful owners.

The most significant records from our standpoint are
those of the Devisenabtellung of the Felchsbank end thoss
of the Prussian Mint. With respect to the Relchsbank re=
cords we aras advised by Friedrich : “ilhelm, former Relchsbank
Director in charge of the Devisenabtellung, that many impor-
tqnt records of the Relchsbank, includlng those relating to
monetary gold, weres evacuatad to mines at Merkers, Thuringia.
Certain of thess records ws rscovered when our forces occu-
pﬂed Thuringla and we have put them to veluable use, How=

‘avar, they are incomplete and should it be possible to locats

additional records of the Devisenabtsllung relating to the
obtaining, smelting or dispositlion by Germany of looted gold
bars or coins, sueh information would be very valuable.

The Prussien ¥int ls located at Molkenbastel in your

chtor of Ferlin. Franz Pallass, Managing Dirsctor of the

Mint, has advised that certain records remain on the premises.-

Tha Mint performed all =melting opserations for the Raichsbank
and it is only by means of smelting records that we can
iQentify and trace gold coins snd bars which were resmslted

to conosal thelr origin. 7Therefors, thess records are poten-
tially of extreme importance. Our need is most urgent 1n
visw of the fact that negotiations are now taking place in.
Lisbon and M¥edrid in coﬁnection with.the restoration of looted

gOldo

We are prspared to send a rapresentative of the Office
of ¥illtary (overnment for Germany, . S.,. to lnspect any
available records of the Relchsbank or the ’Prussian ¥int
which relate to monetary gold acquired from occupisd coun=

Rewritten Sec. Gen - W#W/rz/42006
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To Gene Kurochkin re gold records / From OMG s

- tries, or we would be agreeable to any other procedure suge
gasted by ‘you for placing the records at our disposal.

Your assistanoe in this mattar will be very muoh
annreciatea. '

Binderely, -

LUCIUS D. CLAY ‘
Lisutenant Greneral, U. S. Army
Deputy m111tary Governor

Colonel-aeneral ¢ A. Kurochkin

Deputy Commander-invvhief

%oviat Military Administration in
G ermeny

Berlin, Karlshorat

206001
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1302-1644.

©,1645-1671"

1672-1704
1705-1759

1760-1974

1975-2085

' 2086-2152

2153-2241
2242-2246
2247-2274"

" 2275-2291
- 2292-2298
2299-2305

© . 2306-2326
. 2327-2332

"2333;2340.
';2341-2344'
2345-2378
;l2379-2384y,‘
'2385;23557
f239é—24oo*

- 2401-2404

2405-2411
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. FRBNY Lr.ngzné REL&:}ED’ TO mz: ASSETS

The table below lists gold transactlon summary ledgers for the
perlods .1932-36 and 1940-41 for the central banks of Argentina,
Germany, Portugal, Sweden, Switzerland and the Bank for '
International Settlements. These ledgers reflect gold custody
transactions (deposits and withdrawals in aggregate), but do not
necessarily reflect the purpose of the transaction, the

‘ counterpartles, nor details of the gold 1tself (e.g., refiner,

V'eqC ) .- These ledgers cannot be photocopled They. are avallablé
o for review upon request at the Federal Reserve Bank of New York.

| o/ = aécount.ac‘riv?f};« - ) D= o activity o "VB'Iank =m‘3"ledgerentries
.‘ . ~ 1932 | 1933 | 1934 | 1935 | 1936 | 1940 | 1944
Argentina AR R S AN R PR AN 4
~ Germany B A R v | O |
- Portugal | oI v |l v |8 | v | v
Sweden v 1 v/ v
Switzerland | v | v v v | v
Bank for International Settlements | o lv | o v/ v oo
. '/(/%lzgwg,gnm /vy . | |
. cS
‘7/’6”/%  Byxs> - IMOER 7o /’234’7 29
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- Mr. Fai lor

X
. mxx

Mise G*Km e

moraing, eaying they had a requent to export gold to
Ansgtria,

*

B il IR

|
Me, Lockwad of Mutmal Seourity Aganqw phnnea thie l
i
1
i

‘I suggested that he have the reqneat o‘léar@d. thrrough
the American authorities in Austria, asking for what purpoee :
- . the gold was %o be used and the mssureance that, if exparted. s
. 1t would not”ba -diverted %o the preminm prico market

! or@laim to Mr. lockwood about the re-strikhe& of old
gold coine which was being done in Austifa and told him that v
we d4d not want o be in the position of famishing gold
vhich might be used for that yu.rpoas. :

. Mr, Loekwood aaid he would send a ca‘o}.a req_unaung a11 |
detalls. P o - ‘

i

A

s
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lir.' Failor DATE: March 28, 1952

' Mise O'Har

" SUBJECT: E.xporta of old to Germa.ny
\) ‘ AT

Mr. Josef Reufels, acoompanied by Director R. Afflerbach, of
the German Mission to the United States,called:at the office tom=
day to discuss their need for gold with Mr. Failor. The: nooting
was attended by Miss O*Haro. coe '

They submitted 8 f:lno.l statement regarding 'availabilitiea and
consumption of 24K fine gold in the Federal. Republic of Germany
for 1951, . ..

They estimated their needs - for 1952 would ‘bo approximatoly
85,000 ounces vhioh, ‘at 355. per: ounoe, amounta to 32,975, 000,

They explained that ‘the gold was under striot control by
their government and was used prinoipally to oover export orders
for jewelry and.cohinaware. The statement sutmitted by Bogusu,
showing the end use of the gold previously exported to them, ine
dicates that thia gold is allocated by special licenses.thru the.
Central Land Bank of Pforsheim and the: Miniater of: Economicn, thru
the Dopartmont of Non Ferrous Precious Metals‘ Sk :

In 1950 C’rermny's industrial gold import prOgram called for
an annual expenditure of approximately $1.6 millions most of which
wes authorized by ECA fundse ‘ N T

i
'0

o okl

In October. 1951.57we were advised by Mrs Wheeler of BCA that o

the West Germen Government had no. longer been alloocated funds for A © L
precious metals by us. However, he said the government itself had i
allooated $500,000 for the.reminder of the calendar year, of which '
$350,000 wasg for Dogusaa in Frankfurt and %150,000 ta We Co Heraeus

~ in Haneu. : .

I note from the photoshatic coples of the import licensos
that they at&to that: the foreign trade bank entrusted with the
execution of the 'payl ”ent 1s Doguua Foreign Trade Bank (Degussa~-
Aussenhandels:Bank) , :
a secret letter from. EGA Frankfurt, Germany to ECA Waahington, Y

dated 3/5/51, (2-107-791),which reads as follews;
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1. netallgesollschaft Frankfurt = 2. Degussa, Frankfurt

“It ‘is reported that each of the two, aubject oompanies is
the head of a cartel or combine in its raspeotive 'field and are inter-
related in many respeots. Prosceedings have been inst;tuted against
them on the soore of concentration of eoonamio .power “under, Military
Law 56, while through the Federal Republioe they'havo been the reciplent
of nearly $1, 000, 000 in ECA funds, or ald. .~

*‘Tho';ompanies enjoy a unique position in German. trade and
finance. . As authorized foreign trade banks (AUSSERHAKDELSBANKEH) they
are not only in a position to exercise influenoe. over importers but
are also authorized to issue certain import and export licenses. 1Imn
our instance where a "usual check®™ from Commerce was.made in oonnoution
with an application for US export for two tons-.of . niokel sgrap for
HEINRICH DIBHL, Nurnburg officials developed the faot that.the nickel
was to go to a subsiciary of that company whioh:in.turn;was to sell it
withou? prooessing to MEZ&LLGESELLSCHAFT'S V.D.M. (a free d@llar trans-
action).

It is believed that the free hand aocorded these two firms
in their .fields is typleal of the general pattern of present German
Federal Republio industry relations. w 23

T
AR

SOme casos have shown that.Allied approv&l required on the
export of strategic ltems, may be evaded by appropriate descriptions
of materials on license appliocations; that in the ocase of
AUSSENHANDELSBANKEN, some exporters issue their own liocenses, and some
licensing authorities issue llcenses in blank.} This permits trafficking
iﬁ 1106!18136‘ LN . e Costowy ’.“"’,}»,» " :

During our discuasion with Mr. Reufels, and also on the affidavit
submitted in support of their pending applications, it 1s stated that
this gold will be allocated by special licenses through the (Central
land Bank of Pforzheim under the Ministry of Eoonomw (Econamios), the
Department of Non Ferreus Metals. .

However, the photoshutic coples of the 1ieenaos, which were also
attached to the affidavit, states that the foreign trade bank entrusted
with the exesution of the payment (transaotion) is

DBEGUSSA-AUSSELHAND BANK :
or the Dagussa Foreign Trade Bank, Frankfurt on the Main, mentioned in .
the ECA Saoret letter. ‘

We have; on file a copy of an airgram dated 11~26-51 from ECA
Germany to ECA Washington urging that United States export licenses be

_granted Degussa to avoid serious layoffs in that Qsman gold stoocks were

oompletely exhausted. The airgram also stated that the firm Degussa was

‘.. in good standinge After receiving this information the: licenses pending
.1 at that time were issued.
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W.| C. Heraeus

,nau/Main, Germany
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Export licenses have also been issued for gold consigned
to| the above company, as follows'

Fine troy 0zs,

1950, . 19,824
1951 © 14, k23 R

However a Secret report from Hicog, Frankfurty to the Dept.
of] State (A-1203, dated Oct., 15, 1951) indicated alleged violstion
of Eest-West trrde re;ulatlons* also, it sug&eqted that no licenses
be| issued for the export™of L, c)u fine troy ouncés of gold ‘to- ‘Herzeus
before finael action was decided- upon, When this 1nformatlon was
received Mr, Failor cancelled their license which had been authorized
but had not been exported. Since that time no licénses have beén
author1zed for gold consigned to thie comipany, and no further information
(o has been received regarding Heraeus, R
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GERMANY

j Ina seoret letter from ECA Frenkfurtito ECA‘WBshington,
dated 3/5/51 (2- 107»791) (aubjeot; Procurement & Tranashipment of'Strategic

Materials)

Hetallgeaallsohaft Frankfurt - 2. Degussa, Frankfurt E A‘%>

It is reported that each of the two subjeot companias is the.
head of & cartel or oombine in its respeotive field and ‘aré “inter-related in

many respects. Prooeedings have been instituted against them"on the score

of oonoentration of economic power under Military lew 56, while through the
Federal Republioc they have been the recipient of nearly 31&,000 000 in ECA funds,
or aido

The companiex enjoy & unique poaition 1n Gorman trado and
finance. As authorized foreign trade banks (AUSSENHANDELSBANKEN)they are
not jonly in a position to exercise influence over importers but are also

: authoriaed to 1ssuo gertain import and export licenses. In one instance where

¢¢¢¢¢¢

Us export for twn tohs of niockel serep for HEINRICH DIEHL}’ﬁurnbhrg officials

, dovoloped the fact that the niockel was to go to a aubsioiary of’ that oompany
whioh in turn was to 'sell it mmmm without grooesaing to XEtALLGESELLSCHAFT'S

1

RTINS = W |

‘Gviy

it
:

L RS

t

V.D/M. (a free dollar transaction).

: It is believed that the free hand accorded these two firms in
their fields is typiocal of the goneral pattern of proaent German Federal
Rapublio 1ndustry relations.

SOmo aaaea’have ‘shown thet Allied approv&l, required on the
export of strateglc items, may be evaded by appropriate descriptions of
materials on license applications; that in the case of AUSSENHANDELSBANKEN,
aoma exporters issue their own licenses, and some lioensing authorities issue
lio?nsos io blaxnk. This permits trafficking in lioansegwil

Agide from any qu@etion of merit of the proposed relinquishment
of Allied licensing powers to the German, it was felt mimmh thaet immediate
steps should be taken to induoe the German Federal Republic to reoall liocensing
poware it has dglegated to banks and others heving & monetary interest in the
transaotionn being licensed. With the Federal Republio itself directly
responsiblo for the lesuance of all licenses, abuaos caould be attridfited
to the Governgpent alone. . :

(Tho firm ZRLGRUBER is one of the largest proouremont agoncies for the
Soviets; also, GEMERKSCHAFT wbrks with them. 1llegal transactions alaso
handled by WENDSCBL&G & Pohl, Berlin.) -

W ’%?‘”\W bou @-S.GTX(M»Z?

-

1206010



http:AUSSENHA.NDELBBAN'K.EN

LSS T ‘ﬁ‘

r;Jo'w”ff_(D,/ psel . E~ 5 Q’ LA
by 98 e 93‘5,7 7-89 U&/W/w 35 2 A @/)

|

- MEMORANDUN

To: Mr, Fsilor AP
From: Mies C'Faro F , |

Re:  Export of gold to Turkey }

ConSLgnee- N MarkaroffVﬂﬁ AR

s P

I called Department of Commerce today and talked with a
Miss Herman who c¢overs the desk for Turkej;-(lﬁ@‘x 2429) who
advised that there would be no objection to our exporting gold
to that country as a matter of policy. j

However, before taking action I got a World Trade report
which was dated October 8, 1951.

I flnd';n this report that this concern Has been an importer
of precious metals since 1936.° However, it also was found that
the owner, who 13 28 years old, is a Russian subject.

In view of this information I recommend that no dction be
taken on the pending application submitted by Eastern Smelting
& Refining Corporation.

Mr. Alpern was advised by us on November 8, 1951 that,
based on information received by us from reliable sources, we
were not sure that the gold, if exported, would be used for the
purposes set forth in our Gold Regulations. He was again notified,
indirectly, on Jamuary l4, 1952, that our decision remained un-
changed when we sent him a copy of our first letter.

: 0‘ I see no reason at this time why we should ‘change our original
Q?}ygft decision which was based on the consignee, rather than the fact

‘///' that the gold was belng exported To Turkey. -

#

Réagrs. GORY ikt ’D@ 3 jwwgwwcg/
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March 11, 1952

EN

MEMORANDIM .FOR THE FILE o

~From: Miss O'Haro% , E f:j\‘ C NI

Re: Exportation of Gold. to Yugoslavia e
o oE a,ﬁ;v e

1 phoned”06mierce in connection with;aﬂrequest‘to
export some dental gold to Yugoslavia.

Explained that the emount of gold involved was small
(about 1 ounce) and was to be used for dental purPOSes.

Talked with Mr. Schmitter (164, Ext 3500) who stated
that he was Chief of the Division and that they. were ,
"bending over backwards" to help Yugoslavia to get supplies
since that- country has broken off with Russia. Mr. Schmitter
sald that we, in fact, were furnishing them money with which
to purchase supplies.

Mr. Schmittsr seemed very*enthusiastic to help :
Yugoslavia. We brought out the fact that the gold was not
for the government but was for private use for dentistry.

.....-.D.@,,l\ 5*«?:@&4‘4% -
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Rofm-wee is m to By memorandum af M@mﬁ 3.3»&. 1@66’
relative to the exportation of gold, in whieh 44 wne. suggsated that
the Sapartomend taks all reasennble measures bto. resirict nmzh axpOrt-
ations to those muza are ammr&md Wy the kngulaﬁom. R

The %au Departnant wne mw&eﬁ ao Look: :m &hie mtwr
in connection with applieations we had to export gold to Syris mﬂ :
Lebanon. Following ia an oxeerpt from swch report:

oA mmwmohmmﬁrmmrima
1igted in the gubjoet inudruction. I¢ wns found thad none
of them pequives gold for induetrinl, professional or artistie
purpoges.  Dentists or jJevliers in Syris dénd Lebanon are not
given cny guantity of gold by the governments eb fixed pricoe;
they duy thelr ‘requirements on the froo. maritet at the day’s
navket rate.  The inquiry disclceed that the ﬁm& naned. are
in the m&a of btusineos indimuﬂ belows~

Hichnal ww ot Ple, Beirut,  Puilding materiala.

Moise Tewil, Beleut, Habardaghery.

Shehfe Freroo, - Beirut,  Commigeion merchants.
Yaddh Shehfe, , Demnsous, COonmisslon merobent.
Jogeph Nasloum, Beims, Comni salon merchsnt,
Hoabdd) and Sewvaf, Beirud, Cotton textiles.

H, and ¥, B‘m,' Bgirut, Cotton toutiles,

The fuuowlag firms are not known in &imtb-
thoffleld Smelting Co., Beimt.
Abdel Yahed Frares, o
. ¥adih Adel, Beﬁmﬁ
Vietdr A, Ahadd, Damaaous.

neess e The gold applied for in the United States
Yy thaese fimus is prosumeadly not $o be used for industrial,
profesaionsl or artistic purposes. Thelr ctatsments thad the
gold is for aantal or jewelry use are not mdahlm.
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Tho firms vefsrred to are coneigneas to whom gold was Deing
oxported, prommedly for infustrial purposee, and the issuance of their
ncensaa has been withheld w this Buresu.

1 fml. that thio &mmtim will ba af inmeat to ym, B
1t confirms our suspicion that the gold was not Yeing used for the
parpcees stated ‘.ln the applications and the licences shonld, therafore,
be donled, | .

- Ko¥ng Trector of the WImt

Clowmm afaps -
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Box 8?

he Director of the Nint
Mos ovmmg, -

m». Vatts af Btate Department callsd today nmuw to our
requoat to znmntl@ta the inerense in wm%a of gold to aauth

; t wmatnea to him that due to the W Wm inoronse
in requests for licensss, the Pirector thought &t advieadle to have
tha situation investigated, Smmemuch as the lsgusmes of theeo licenses

‘mc within her province,

1 aleo informed him thas it wae her desive

to expedilo all Mosnces that wers belng used for indnstry, profecsionsl
or artiatio udo, Yut wo 414 mod vant to be in the position of furnishing -
gold for the purpose of using, bolding or disposing of guch gold ma, or

in Meu of, m,. cr for tho walue of its gold aoateat.

12

Rr. Wath mamwum mthat nwnasgeod idea o
dook into the mttm'. , _

- Re sald ho ‘hed our xm of mma bmm*e hin. end that
ho would get in tmw vuh $he Buresn &8s 800n as .8 repert vao received,
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Walter S. Surrey, Chief Zconomic Security, State Departmevt

The Director of the Mint

Beomtly thero bas heon an nnproeemeed inmreaae tn

| epplications for licenses to expert gold to South America. The
folloving figures will ghow the comparison detween that exported
for the entire year 1945 and the amount exportad frun Junuawr
throngh May 31, 1946. 2

‘No. Licenses Total Ounces o ‘.§ota1'0nnsee

| Isaued Ixported . 3o _South Ameries
1945 79 ‘ 97,432  goa7h
19h6 . o . R
(%~month I L RN
period) 518 98, 888 o 7%.920

: The total shipped to Brasil alone amounted to 67,450
ounges and there are pending at the presont Mmo mppncauonm for
an additionalé”,::h ouncee,

There hnn alno beon an ingrease in dhﬂpments to Montavidao.
Uruguay, and Caracas, Vonezuelas, although not as marked as that going
to Rio de Janeiro,

he Provisionsl Rogulatione iesued under the Jold Reservas
A Aot of 1934 authorise licences 3o de granted permitting the sxportation
s of gold only for industrisl, professional or.artistic purnoses. In
! ' 8ll these applications the gold is stated to be for dental and jewelry
use. In view of the rate at which gold is being exported te these
countries, some doubt has arigen as to wvhether the consignees are
uning %ha gold for purposes for which export licensem are authorized.

Atbauhad ia a 1iat of nemes of oonslgnees to whom moet of
the gold 1n quenttnn is’ hoing shipped.'”_ : o
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It {2 requested thnt m have the hbamioa in these
imtrton determine vhethor the listed coneignees are engaged in
a legitiomte industry, profession 4r &rt requiring the uss of puch
mh of gold, whether thin gold has actually beenused for the
Wﬂ stated and whether the importations of -guch gold have
leomplied fuuy uuh the nppucable gold aml W regulauona.

Ia a&ittm. thie Buresu would be pleased ea rocﬁw
remhtim as to the daairedility of granting further licenses
to export large amounte of gold to each of the countries” mad. and
to the Miouw muipoen in those countries.
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A : - Appiications Pending
Consignee ‘ , _Fine froy Ounces
o v, i FU U . '"":foff};t )
Panswbra S.A. - 643
Importadera a Wm Penamericana
Brasileira
 |311 Aventds Rio Pranco
. |Rio de Jameire, Brasil

_ |Ranes Mereantile de Sso Pawlo 968
. |Avenids Kio Branco 79 :

* |Herminio himlm 2,305
Raa 48 Oometm. 115«&' 1 and. A

Teixeira 4 Cis, Ltda. | - 803
Rus 7 de Setembre, 17U-1° and. SR

J. Bodriguse dos Santoa - Y
Segunds, Fua éa Quitanda, 53-3 and e/18 :

Jose Ferreira & oia.itda e 335
Praoa !lradmtos. 11-1 andar. ' -

Mr. B, mar. Jr. ~' 128
Al fandega, 139/181 o

Joias Rosario Ltda. | e
Bua do Roearie, 159.2 andar, C

Hapoleao Pwom Dos Sandon ' 643
Rua da &noeim |

Soarss, Olcol & ‘Osa. Ltda. , R 983
Bua do Rosario 1117 _ , o 8

Doningos mtuu'a ‘Compania S 3n
Rio d4e Janeiroe = . .

Inportadsra o monmm do Netals v e
“Bmatmt“ 8.A, - ST L
| Oatza Postal 2362

Gastano de Pigusiredo Mebalurgics B 1,630
Dentaria Banta Apolaum o e )
Rua 13 de Male, B4 o

Gregorio de Asevedo : 1,635
Rus Buencs Alres 109 o : .
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m de Jancito

g, Batiasts & 0&3
Rua Ouvidor, 169

. |Haciemal Oure mda “
Rup Senhor Passos, 5?

Importadors mapa x.m.. ,
Av, Bie Prance, 120-11 amw. afuos

Autenio Matos u mn Heto
Rus Uraguatana, €6-9 and., a/901‘

Jaguare, w»m & Crus Ltdas,
m do omm' 55-?. andar,

,mer 2. Gold b | \
“/Rea Cuvider 1 u/%’j :

Imodiliaria mamm Vieirs Sobrinhe 8/A
Eua Basnos. &ir” hh-}@ And.

luls Villar o '
Bua Oenocalves mu. 19

J. Santos 4 Marquss &tas.
Bua Luis do dames. so

wa».fwm, ; |

Pan Bresil Ltda.
Fue Itapira 49

¥ileon de Aseveds
Bua Inbangs 3~ o

Albers samxm
Avenida Rio anw 91

B. mm '
Bua Goneslves Flu ?B (h°)

B. Tincente Margués'd Cta.

Bua 0. Dias, 67

u“‘ty.

oy Il on 0 8T ERTRY *’52 A (M)

.-

1,080

1,685

680

.. 3%0
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.
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4,&12; 352.74 (ﬂ/)

‘TREASURY DEPARTMENT 3"
INTER OFFICE COMMUNICATION

DATE'April 18, 196

Mr. Joseph B. Friedman, Assistant to the?éeneral Counsel‘

Acting‘]ﬁirector of the Mint

heg, "
an

The Provisional Regulations issued under the Gold Reserve
of 1934 permits, as you know, the exportation of golo,for ;industrial,

proi essional and ertistic uses. Recently, however,. applicatione for
licenses to export gold to South America have increased apnreciably, which

has

caused concern in.the;Buresu as to whether the gold.is actually being

ueed for the purposes’ etated nemely, Jewelry and dentistry, or ie by any
chance being diverted to other channels. ;

~We realize, of course, that it is difficuit to control the

final disposition of gold, nor do we want to do that, other than to make
certain that it is actually being used for professional “or artistic purposes

and
the
for

not for the purpose 0f using or holding or-disposing of .such. gold beyond
limits of the continental United States as, or in lieu of money. or
the wvalue of its gold content, . S .

Prior to the issuance of a Treasury gold'license, ail con-

eigneee are checked" against the Proclaimed List, the List of Specially

Blocked Nationals, also Foreign Funds Flexoline List and, if. there is any
aueetion about the particular company, in many instances a. Secret Service
investigation is made, “Also, in some instances a request. for an investi-

gation is made to the Embassy if we have information concerning the consignee
which merits it.

the

The following:- will show the exportatione £ gold made during
past few yearss . i v - FRt

1943 Approx. 2,600 finectroy ounces
19)4)4 " 19,000 " on 1
1945 " 97,500 " ¥ .

The increase is particularly noticeable in the amount of gold

whicnh is being shipped to Brazil; out of a total of’. 97 500 ounces exported,.
85,000 ounces were sent to that country, and at the present writing we have
licenses to be issued for approximetely 20,000 additional ounces.

......
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Mr, Joseph B. Friedﬁ?ﬁ;

The question arises as to whether tne .Department should

continue to issue export licenses based upon the limited checks now being
’made, or whether, as & matter of policy and for the purposa of determining

the bona fides of orders being placed with United States. concerns by

indivldnals or firms in South and Central America, a. procedure should be

developed whereby -the Imbassies concerned will be requested to furnish a

report prior to the issuance of a United States license. Our representatives
abroad are not only cognizant of conditions under which gold may be imported

into a specific country, but also the Embassy files contaln a wealth of first-

hand information concerning individuals or firms who may. be sufficiently

suspect on the basis of past record, to warrant, danial of - licenses even |
though it may not be possible to determine whether thelr current applications '
for gold are for a‘legitimate use or are intendedéto serve; as & ‘means of

acquiring gold for unscrupulous ends, §

It 1s. noted ‘that Foreign Funds had established procedure
wheﬁeby TIR (Treasury Investigation Requests) were. forwardad to the various
Emb%ssies. Do you coneider the present exportation rate to be of sufficient
magnitude to warrant a similar arrangement to take- care of gold shipments?

Your early raply will be appreciatea

Aéting’Dfégé%Qr,ngtne Mint

a4l
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Septonber 6, 1944

eupatinten&ent
United States ifint
Philw&oiyhia m. Puanylmim

Doar MN

K

o Q’Mu have been fomr&e& 0 m m&er sspnrata eom
300 coples of %he lugust 19, 1944 Press Release an& & fam lestae ‘
of: tho eame date, ralatwo to "fabricato&" gcla

Each licensee’ has alresdy received hlg oopiu lmt m my
have oemi«n to l\u-n!.sh Mtion&l ones upen reqneat -

Very truly yours,

{Bigned; L@»h oy

Acting mrector of m Mnt

206042
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}The followmng information was: dbtained.

Montelro, Aranha & Cia., Ltda,-
Rlo de Janelro, Brazil

"States.

‘gggertadora e Exportadora de’ Metals‘BraSLmet S/A
Rio de Janelro, Brazil

This Cempany is. stated ‘to be politically satxsfactory and
is,primarily interested in the development of mining

ois metals.,. “While it did'ﬁot appear’ that this flrm
wnul use gold: for dental purposes 1tself, it appeéars
‘likely that In the normal course of their business: they. -

would import. gold for sale to smail manufacturers and to
individual dentlats.

~Pan Brasil: Ltd. T
Rio de- Janeiro, Brazil
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TREASURY DEPARTMENT W
_INTER or-ncs COMMUNICATION - 6@‘

QA‘\‘B’ July 15, 19’4’{

P

10 | Mr. McNeill R

~ . rrom Mr. Wilton

G I R N e S

*

Conference Between Bureau of the Mini and F.E
Re: Exportation of Gold,and Treasury and r.E
Export Gold Licenses. *

'A
A,

' , - On July 1Y, at 2;30 p m., in the Director's Office. a
conference was held between representatives from the Bureau of the
Mint and Foreign Economic Administration’ relative to the axportetion
of gold from the United States to foreign countries a:n& relative
‘to applicable Trea.suxy and F.E.4, Gold Licenses.

» !I.‘he Bureau. vas represented by Dr. Homrd_. Mr. Gharles -
McNeill, Legal Counsal, and Miss Q'Haro and Mr. Wilton from the Gold
Unit : o ) S

-

John P Ca.rr and Walter Thompson.

_ .The purpose of the meeting was obviouely to: determine the
respective Jjurisdictions of the two Government Departments and to-
outline & procedure that would prevent over-lapping of functions in
the gra.n’cing of export gold licenses.

It was decided that all shipments of gold to the Argentine
would be cleared through F.E.A., regardless of the-amount of gold in-
volved in any shipment, : '

"It waa decided that doubtful cases would be discussed
with F.E.A,, as we have been doing with World Trade Intelligence, for
any information. they may have which might help the Treaaury Department
in making its decision as to the a&visabilzty of 1ssuing a 1icense,

For the present it was decided that the Bureau of the Mint
| would continue to issuwe all licenses covered 'by the vaisional '
| Regulations issued under the Gold Reserve Act of 1934, until such time
a8 the Treasury Department reclassifies gold considerea to be fa.bricated.
-and gold considered to be not fa.bricated.

206045

X3



I e e -

LN
ke iy

; »u;onvdflf14ﬁﬁkﬁ;-.
5 '—w uA_s,e\ 0»-*:»7 9 ?%

At such time as the new list of - fabricated golds is
determined. P.EiA. will take over the export licensing of any
additions to the ligt; -and conversely the Bureau will no longer :
license these additions (which formerly had not been ruled to v o
be "febricated" gold) and will not require gold reports relative <
to these sdditions, C

The Legal Counsel for the Treasury Department will, as

. promptly as possible, expedite the reclassification of fabriceted
a.nd non-fabricated golds, in order that the Foreign Economic ‘
Administration may make a proper announcement to the tra.de, algo u
lto terminate present over-lapping of fu.nctions -exercised by the two. ‘

' Government Departmenta, : . ‘
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July 5, 1944

Tos ¥r. Howard
tfmx Hiise O'Havro

| It is m.a from cur oxpaort fnas that from February to
Jn:w 17, 1944, approximately 9,600 fine troy ounces of gold -
han beon axportsd by the Irvington Smelting & Refining Works

to Importadora e Exportadora de Hotals "Brasimet® 8/A, Caixa
Postal 2363, Rio de Janiere, Brasil. Their applicstions stated
mt. such shipzents wers to be used for the purposes of dantistry.

| think 1t advisable to a9
k Norld 'n-ada xmn
togivou’:urwm'taanm? ‘r ‘ ,mme‘
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HEWTI% zzI*JEF FROM THE FILES AT ?“CM‘D ’I’ﬁm m’mm IG"HCE
. O JUNE 1‘), 1%L ' .

Zubject:

Ro '&e Jamiro, Prasil

¢ 'r . rating MR dated Gel3ed2

This ratiner was given on the Hasis of | "'}amm't,c}a Moo 1308
dated 3-13=42 which indlcates that the subject was the conaignee
of two packagee contairing 64.455 troy ounces of platinma rings
valued at §3,809.50, shipped by Fhilipp "rathem Inc,

Embagsey in Despatoh Ne. 7229 of fﬁay 5 9 rc;»s:;ueawd Departe
ment to Anferm 4% 4f shipmente of this nature-are 1n order. Despatch
furthor gheten that Eubacsy hes menwm‘i no' ’nf"‘omnm af a8 deropae
tory mature reparding Heaume < (la. B

Enclosuve 4o Yo 9, D, No. ?«6.?,3 ﬁate& %tobm' 1 1042 frem
the American-Ewbasey in Ko de Janeiro. staten thet ﬁrmm & Cla.
are a loczl lmanch of the Mio de Janeirs "“im of \mi z:mhmd Brmilimn
Gezmn-u}'winh 3ml«sm

-, : t

Rua YTtaplma 49
fife de Janeiro, Prauil.

¥, T ; T'atiﬁg ¥R datoed 1-{&"5"\4-55 *.,;z;l _,g'“ -;:,,' '

Mrgrmn Eo. A-E0T dated 3*-3‘?-& stam thaf. thm is no
commection botwenn Pan Dragil ltde., Rio de Janeiro and Pam Brasil
Conmoreinl o Rerwesentants Ltda. (PL) Seo Panlo. 7The file fiws is
replotered in Janvary 103% with a declared dapital of Or 3180,000.00
contritnted by Francisco H. Walueo, Joao rlemcar Munis and Jose
Alexandre Porelira, lYebuco ond Yunig ere Pragtlisnn, Poreira is a
Portusnese mational and is in charge of the Rio af“iw, The concern
imrorts and mammfastoves various wetal dental prodnets and no une
favorsble politiesl information 13 ¥nonn by the Embansy regarding
ite comy mamm. ,

pr2¥aln 0
Tus do Resario lf'sﬂ
Plo de Jm:zatro. Fsrmil

F. s‘.ﬁ»tg;r;é’g‘fam No. 3098 of 8-18-42 s@aﬁbesf,"uhat:}gubject is
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" definitely known to be a satisfactory consignea for 349 electris

cilocks velusd at $792.72 and future inquiriae concerning th.’m firm
(or individual) are not necessery.

el (no addvess given)

W T, 1. rnting 0K dated 3-3~43 o 3 T e

Telegram No. 949 dated 2-24-43 indicates t}mt meanml Blouk 18
congidered n. satisf‘actwy eongignee.

Fua dawui’&anﬁa 54, - R

| Rio de Jeneiro, Braﬁil

7. T. .Eo I’ﬂtxiﬂg K datsd 1""23"4'2
Irmorter of Jewelry, objecis of art, mtchaa,!olocks, procelain,
novelties, silversware eto. o :

»“

Vanufacturer of P“La‘himm end gcla ;}emlry.

Authoriged capital - 50030006000 - 1$000 eqnal 5 oentﬂ
Vorking capital ~ 15,000:000£000
Very large concern

Good reputation - Cab T e -
Fank reportgt "This 18 a flrat claass fire good for 4t's ¢redit
requirementa.? (Vorld Trade Directory Report dated Fetruvary 23, 1940).

e gl T

B. T. 1. rating OK dated 8-25~,2

Intercept 37 FIN 882 of 6a5=43 inﬁicates thet an. intermediary,
Salvador Goncalvea, Lidm., Oporto, Portugal, forwarded a. lotter
addressed to the subject by Schwodb Freres & Cia., S; A., Switgerland,
stating that following instructicns, they had been in touch with

the beneficlary of 100,000 French francs and effsected payment
aocordingly. Sehwob Freres would debdt Bloch's account with the
equivalent amount in Swiss frares as scon as’ the remittanm was
acknowledged to them by the party concerneda A ‘

On the baaia of this intercept a zreasury Imvestigabive
Request Pragil No., 19 was forwarded to the Missiom in Bragil, re~
questing an investigation of the activities of the subject firm
with particular reference to vhether the benefieisry of the re~
mittance of Freneh francs is actually located ‘in France and the

206049
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reasons for this remittanee. A recammendation by the Embassy
as to the desirebility of designating the eubject company a
Special Blocked National was also requested. No answer bas as
yet been *ecaivaﬂ by World Trade Intelligence.

wr. upennar of the Bragilien !nit at World Trade
Tntelligence informed this office that there is nothing teo
indicate whether or not Bloch & Cie., Fmmermel and Wmmanuel
Bloch & Trere are one and the same company.

Toymany & Cis .,

. T. I. rating eirdatea'n-w;/?

F. &, Telegram No. A-Bﬁé dated 2-17-42 from the ¥ Embassy. at Hio

de Janeiro, gtates that the subject is definite?y a satiofactory
consignee for 59 doz, gold plate watch bracelets valued at $471.90,
24 dog. solid cold reck chains valned at 2045.94 and that future
enquiries concerning this firm (or individw 1} are rot “eCOSORTY.

Gregrelo de fzevedo
No informatiom
setalureia Dentario San ol

Ho information

ey

Foreign Investigations Unit
GKDenhamsmj :6/21/44
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: Referenss is made te yeur memerandum of May 30, 1944, roquesting
information from Worlc Trade Imtelligenee conserning certeim'firms who are
prespective consigrees of Mercantile Metel and 041 Corperation of New York
cztﬁ whick has applied fer a fodersl license te engege in ‘the busivess of
experting gold. o : R T
F o

: Enelesed 1s the available infermmtionm ia the files ef World Trade
Int;onigoaea concerning the prespective censignees. There is no aveileble
.isf‘joz-mation eonceraing Cregorie de Aseveds and Motalurgica Dentmrie Sante
Appelonia. , ‘ S ‘ '

SAMUEL S, GILBERE

3 .
. . N
L
o e
e
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P 3
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B
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i
Jeh
i
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ARGENTINA SHIPMENTS
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. (.»m.mm mg troy oss,
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Industrias Quimicas .China and glasg~

,gﬁggagg mgmﬁba
. 87A. Buenocs Aires -

ww.u.u» fine 4.3% §.
g»n noeu .

: u.oon»ﬂonawona A
Liquid paste & dry gold 8/A. Busnos Adres U s

| Fmohu.aogoma.
. Liquid gold

37.138 fine troy oss. -

" Metalua Soc. de Redp,

Ltda., Buenos R.u.oaf.d L IR "
Cristalerias ﬁ%wwowc

Eotalum:Sec. de Resp. .

Ltda., Buenos Aires  * "
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DOCUMENT FILE

NOTE

. 04

o

(\V

SEE __120,7/136a For._ letter .

4]

. ' ~
EHI General Accounting Qffice ( ' ) DATED ._Apr,.29, 1938 . N

T\O , ) _ NAME ' 1—1127 “are N

~

Monetary system, -

REGARDING:
Becision with reference to the exchange situaticn due to the
steps taken teward the absorption into the German Reich of
the: former Republic of Austria will be necessary in view
of the official reports now received from Vienna concerning -.
' v’

<(y TIR
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'DOCUMENT FILE

'NOTE

.. FOR

m

ROM

SEE ___8634515/93

Gilbert

Despatoh 7118

) DATED

REGARDING:

Ge rmei ny

NAME"

fp

Intrbduction of Reichsmark ourrepoy into Austriae
of deores of April 23,1938 relative to.-.

April, 30,1938

1--1127 ere

Translation

Provisions of depree.

tn ﬂfm form at pre»sent appua& m the m“ﬁ%?%ﬁ“ ‘

Reich t:amwa»:w.

ﬁ#&ﬁ»@ﬁﬂ

g2z /s15°298
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DOCUMENT FILE

-NOTE
SEE ... 120.72/717 FOR oo B
FROM _For.Ser.Impector o (.Echardt ) pATED...Jduly 12,1938
TO NAME 11127 . ere
‘REGARDING:

Position of the schilling with respect t the
reichsmark.in Vienna, at the present time, the
schilling ss a currency of circulation in the
former State of Austria,having disappeared, Basic
rate prescribed for Germany recommended for computa-
tion of exchange losses by members of 4merican Consulate
General in Vienna,

622 /S16°298
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8122 mn 0 A COK CRAE

AP
DOCUMENT FILE
NOTE
SEEB62. 51 /4644 | FOR Tel. 69=__ 9em
FROM Switzerlend (Harrison y DATED Sept. 2 ,1938
TO NAME I . 11127 ere
REGARDING:  Cuwrrency- Germeny. Fote circulation is now about nineé billich

having increased neerly two billion over year, one-helf billion.
being accounted for by:Austria, "

206058
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5L s oS T DK CEZ

oo [ R i Berlin (Part Air)
13 i' "\ INTERNATIONAL ECOMOMIC ACFARS
FAM | g DEC 221938

DEPARTMENT o STATF.

Dated December 20, 1938

Rec'd 4:09 pe m, 218t

Secretary of StatE,
Washington,

740, December 20, 10 a. m, /éj/

Department's 237, December 15, 8 p. m.

TEoe

The foliowing is believed to be a complete list of all i
' (4]

.,

published material, All dates refer to 1938,

Ones The following were published in the REICHGESETZ—EB

BLATT part one to which the numbers refer. n

DécrEE of March 17 respecting the introduction of
Reichsmark currency in.Austria, 27,
‘ Decree of March 17 respecting the taking 6vsr of the
Austrian National Benk by the Reichsbank, 27.

-..._'7

Decree of March 19 for the Establishmsnt of a Vienna

foreizZn exchange office, 30.

Eleventh executory Decree of March 30 to the law "Bea

cﬁ:{ iggﬁzﬂﬁ

+ specting foreign exchange control, 45,

Decree of April 4 to the law respecting tourist traffic

with Austria, 49,

Decree of April 23 for the execution of the decree -

governing the introduction of Reichsmark currency into
: Austria

206060
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REB
2-7#740, From Berlin, Dec.20,10a.m,

Austria and of the decree for the taking‘évsr,Of thEl
Austrian National Bank by the Reichsbank, 60, |

bacrEE of April.zs rsspecting the inﬁroduction of the
law for the establishment of a German cisaring office in
Austria, 62,

Decree of April 29 governing the introduction of
regulations based on Reich laws respecting international
capital traffic in Austria, 66.

Decree of May 25 respecting withdrawal from circulation
of Federal gold and silver coins, 85.

Decree of July‘16'rsspEcting the surrender of domestic
and foreign gold coins withdrawn erm circulation,.liS.

Announcement of December 12 rESpecting=ﬁha forsign
Exchange control law, 211.

Two, The following were published in REICHGESETZBLATT °
part two to which the numbers refET, |

- Decree of May 18 respecting the GErman-Greek clearing
i agreement of Aéril 14 (21). | |

Decree of June 15 respecting thE‘German-Italian‘pay—
ment agreement of May 28 (23). | | |
| Decree of August 25 respecting the Gsrman-Polish

" kconomic agreements of July 1 (36).
' ~ - Threee.

|
f
L"_\i
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Tharee, The following wsrz‘publishzd as circular orders
in the DEUTSCHE DEVISENERLASSE,
22 of March 30 Austria btourist and border traffickings
25 of April). 7 Austria tourist ﬁraffic;
27 of April 13 Austria tourist traffic.
41 of May 19 Hungary extension of clearing agreement
to Austria, |
47 of May 28 Austria‘removai of forcigh exchange re-
strictions with Germany. |
48 of Hay 28 Extznsion'bf Germaﬁ-Czsch clearing tbv
Austria, | |
49 of May 30 extension of German-Greek clearing té
Auétria. |
50 of May 30 extension of German-Yugoslavs clearing
to Austria,
53 of May 31 extension of German-Italian clearing to
¢ Austria, |
56 of June 3 é§tgn§ion of GErman-Bulgafian clearing to
‘Austria. o . |
| 49 of JunE 9 Eextension of German Dutch clsariﬁgkfo
J'Austria. o
| 60 of June 9 ExtEnSioh of German Swadish‘clsaring'tp

Austria,.
’ 61 of

3-#740, From Berlin, Dec,20,10a.m.

206062
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4-#740, From Berlin,Dec,20,10a.m.

€1 of June 10 extension of German Norwegian clearing to

& ’
RURI P

€9 of Jung 18 import prohibition on Austrian currencys

72 of June 25 extension of German Belgian payment

agreement to Austria,

73 of June 27 extension of German Rumanian clearing to

Austria,

76 of June 30 extension of. German Lithuanian clearing

to Austria,

79 of July 7 extension German Swiss clearing to Austria,
80 of July 7 extension German Uruguayan clearing to

Austriae.

84 of July 8 German Swiss capital transfer regulations.

86 of July 8 extension German Chilean clearing to

Aunstria,

91 of'July 16 extension German Finnish clséring to

Austria,

92 of July 19 extension German Colombian clearing to

Austria,

L

93 of July 22 extension German Brazilian clearing to

* Austria.

96 extension German Polish clearing to Austria, .
| , . 98 of

i

406083
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5-#740, From Berlin,Dec.20,10a.m.
08 of August 4 extension German Turkish clearing to
Ansfria@f |
139 of Wovember 14 extension German Esthonian clearing
to ‘Austria. | \
142 orf Novembsr 17 extension Gérman Latvian extension
to Austria. o
Four, The following WEYE pﬁblishgd in the DEUTSCHER
REICHSANZEIGER UMD ?REUSSISCHER STAATS ANZEIGER to which
“ the numbers refer.
Announcement of A@ril 30 by the Reichsbank respecting
exchange bf shares of the Austrian National Bank (99).
Compsnaatorytéffsr of Octqber 24 for holders of.
Austrian debentures (249).
Five, The following were published in the GESETZELAT
_FUER?DAS LAND OESTERREICH to which thEAnumbErs‘rEfEr.
Foreign exchange law of March 23 (7). B
c Fof?ign exchange law of June 1 (54).
GILBERT
~ HPD

206064
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June 17, 1938. //u{,g Lo,
PARIS (mANc!E)i{i"“"‘ e

377 7

Can Gochra.n secure an estimate in ‘total and by

/

individual countries of blocked balances in Germany

under clearlng a.rra.ngementsrand otherwise? Department \

vosel/1s18 898

understands that Bank for International Settlem.ents*’

"has considerable ‘detailed material.
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Sent by operator M., . 19
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- To the Department 1n sextuplxcate

‘ a% Y &
. Bﬁii&aNMMih”%;ng; Ox é:j%t:::

s TR -

. There is enclosed herewith trcnslation of a
Germen foreign excheange control 6r6er removlng the‘
foreign exchenge barrier between Germany and Austrla.

A printed copy of the orlglnal“text of the order is
slso enclosed with ‘esch'/fi the first six copies of this
TQPOTt-,,ﬁﬁ;, Lt b |

" The pr1301pal effect of the order is to release

1931deﬁts of Germany from the restrictxons of the

e
o

T

Germon exchange control 1aw with respect to Auqtrlc,
end to. class1fy resxdents of Austrla as reﬂldents of
Germany for the purposeo of that law.v It thus makes‘kil' i

1t p0531ble¢to trensfer money and property unhindered |

between the two arets At the same time 1t leaves un—

,‘~,

affected the restrlctlons on the extens1on of buulness

act1v1ty to Austr 8 that have been placed upon Germen -

a ’.»5'
. L

firms by separ&te legiqlation.~
Whll@_&lelSp%Qg restzlptlops‘gn payments, the
order still provfééé'f&%‘tﬁe*déﬁﬁrol*cf certain classes

of 1mports fram ﬁustria into Germany (agrlcultural

kF\products,'ﬁnlmal products, foodstuffs 01ls and fats)

f‘le relea81ng all other 1mborts from thls control.”

Enclosures S T S
<1, Translatlon of’ German exchange control
 ordér No,. 47/38 of May 28, 1938: Coe b
2. Copy of original text of«same (w1th flrst
SlY coples of thls report).(;lk e ~

Copy for the Embassy..

W.ﬂ/g R S ,

SOURCE OF INFORMATION

Fildienst fuer amtliche und privete Hendelsnachrichten

G.m.b.H., Berlin, : ‘
| , 20606%



|

REPRODUCED AT THE NATIONAL ARCHIVES

o

- (.“!’ S
T

.
- %
, av

|

e mE—
DECLASSIFED  |RG 55~

L 'f%‘«vm:iiv oY BN i\ e (O Entry liga

— ERER AR et

g ‘ ~ B e
T8y C AR Uate%*ﬁ_’%'

e ‘
TELEGRAM RECEIVED

REB
This telegram mist be , : ~'\///
clesely paraphrased beFROM - BERLIN ;

fore belng communicated

to anyong,  (BR) Dated June 28, 1938

'd 3:53 pi my

T ANA O |
L CORVAL AFARS

o~ b rU JUN 291338
553, June 28, 6 p.m.‘é?)\‘ | DEPARTHENT OF STATE

Number 3, FOR TREASURY FROM‘HERTH.

Secretary of State,.

Washington,

| Last April Blessing of the Reichsbank approached
Mann, local rsprsséﬁtative of Bréggwggrriman, to sound
out the Foreign Zondholders Protactivé Councill in
regard to a general settlement of»thz GErman dollar
bond problemes J., Reuben Clark, chalrman of the
Council has just concluded a two days éerits of
conferences with Schacht, Blessing and Von Wedell éf i

s

the Rzichsbank and Brinkman of the Economics Ministry

which is the Ministry'having the power to effect ' B

gsuch a settlement, _ A
When here in August 1937 Clark made the statEmEn£

that the American bondholders would resent any offer

less than 70 to 80% of the contractual service., In’

the recent discussions however, Ciark telis mé that

he suggested that the Germans“resumt cash payment of

interest on all national mnd local dollar bonds
Inciuding

206068
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2-#333, From Berlin, June 28, 6D.m.

including poésibly corporate bonds b;ginning with an
initial payment of 2% interest which would be built - -
up over a serles of coupons to a "reasonable peErcentage”
suggssting that after three or four years German ‘
credit might be sufficlently enhanced to put ﬁhrough .
a conversion opsration.’ He asserted that apért from
the Dawes and Young bonds the other German long term

| obligations now in theghands of Americans did-ndt.

i Aerte
total over threg,million dollars, Brinkman is under-

]

stood to have informed Clark that he approved of the

o

.plan and that he would try to send a commission to the
ﬁnitsd States to negotiate with the Council along
these lines, He stated however that it would be
necessary to find the foreign exchange to meet thig
outlay and. clearly indicated that such an'incréaé;i

in availabilities ﬁould have to come through a tfaés
agreement In the Unifsd States -although he sald he
thoroughly realized that thé United States did not
include debt disoussions In its trade agreement nsgoﬁ‘
tiations,. |

WILSON
€SB

206069
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Trahsmitted’hereWith as of poesible interest to .
the Department are a copy and trv/glation of a self~

explanatory exchange ccntrol -order: of June 18, 1938

;regarding the treatment of Auatrian shilling notes and

colna that have been sent into the territory of Greater
Germany contrary to standing regulation. |

The new order 1s meant to deal with 8 tempcrary
condition dne to ‘the fact that the comparatively lenient
forelign exchange regulatione of pre-Anschluss Austria
permitted the circulation of = fairly large amount of

- a‘fs‘mstrian Sh11ling notes) and coing o‘u 1816.3 Of ,"Austriao

vﬁuch shilling notes and coins are:now‘frequently*being

'sent 1nto Greater Germany contrary to theyGerman regu— ~

1at49g§. ,?hgvngw;pr@er makeswitbcompuléory’for the~

reoeiVer to remit, suchxéméunﬁs;to the?ﬂold«Diséounﬁ;"'

”.Bank whidh 1s empowerednte make decisions regarding
‘their further handling after reviewing the facts obtain&ﬂg
Jin each caae.u, Excepted are such payments which ‘are .

‘ ”remitted to. blocked accounts. established at: foreign -

;«f

; ';Q AT e 2 R TR S I R s e
v» T
E ‘

nclosures.““

et Copy fof” éxchange oontrol order,‘”ﬁ

L Translation thereof.. ....-: o g&pa ﬁah?

ADH/CR

v s BOURCE OPY INFORMATION® 7 ”
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... A8 a matter of record thers sre submitted herewith

. oveen Ng'?'/38 Duste = 44-/58 To.Ste, dssued by the
o ﬁ .-Reich Ministry of Economic .Affairs on July. 30, 1938,

. by which foreign exchange certificates permitting pay-
k,mgﬁtswfqg.impon?gg;ggp,Agstria are in future to be
issued by the coﬁpetqnt import control offices, as in

“tre 01d Refch, Instead of by ths forelign exchsnge con=

trollofficqpén ﬁéqug,

This administrative measure 1s of interest chiefly

o pogp Ty T

4a the ‘sfialggnation of -the' German end Austrian economic
systems where 1mports‘into‘Austfia may be treated essen-

tlally in the same way as lmports into other parts of

ng?many. Hitherto, as the present Circular Order

|

|

1

!

1

1

|

1

1

| 4

| - in thet 1t indicates that.a stage has now been reached
| : 4 TR AR e ,

1

1

|

|

1

l

| fﬂgqugls in 1ts reference to the confidential General
|

order No, 95/38, authority to grant'or refuse foreign

A EE exchange permits’ for payment for imports into Austria
' ? 5fwas vested in tha foreign exchange contfol offica in
g Vienna in view of the many trade arrangements between .

Austria and foreign countries which required special

e

conslderatlion by a central competent authority on the .
spot, although in practice the 1atter office of course

’”consulted the various 1mport control offices in each

case. Mnanwhile the comm@rcial and clearing agreements

of Austria and Germany with almost every foreign céuntry
have been combined into one agreement, so thet 1t is

now possible to giveAth@ power to lssue these certifi-

catés 1n Austria to the import control offices, whose 1 '

functions

806073
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functions are divided according to groups of commodities

instead of regionally. As 1n tho 01d=Reich3-thew1mportw*

control offices will In each case consult the forelgn

exchange control office in ‘Vienna;'so that any 4iffi-

cultias which may, still arise‘from Austria's spocial

Lt

position may be claared up.

Enclésures* Translation of Foreigu Exchange Circular
‘ Order No. 9?/38 De Ste 44/38° Ue. St.

To Depértment In sextuplicate. *
Copy: to: American Embassy, Berlin,
Copy to. Consulate General, Viemna,

851.51
Anﬂ/lt‘”

- SOURCE OF INFORMATTON:"' "

Ei1ldlenst fuer amtllche’ und“private- Handelsna‘hr;chtan,
Issue: Noe: 97, Berlin;’ﬁugust 2, 1938, - hi '

NOTE
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A portlon of this tElegram ' Dated October 12, 1938.

must.be closely paraphrascderpom
before %c1ng communicated

ﬁo anyone . »(C) -
IR L
Secrztary of StatE, J; ﬁ%&‘n“gﬁﬁm&m\%
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. 543, October 12, 5 p. m,
FOR TREASURY FRON HEATH.

 (GRAY) " No, 22.
While the SudEtEn inhzbitants now have the privileﬂe

‘of convertlnv th51r crowns into m@rks at the rate of one
crown Eauals PElChmBPkS Oe 12 (sss mymNo. 20)_th€ offlc;a;<
rats for transfers betwszn Germany and Czechosiovakiakr;-
mains cénstant around one crown equals reichmarks 0,086,
TOdqyis financial Press points out that the o?cr-valua~

TSudeten crowns" for convarsion purposes by 39+ 5%

tion of
c:."‘!

I

'&

o

to the }O” QlffErEnCE in the, wholssals price indices of

Czechoslovakia in qErmany measured  in cold (on thE bas1o 19%@

Equal 1OO the Gzrmnn wholesale 1ndEx is 77.and the szch 5%)
It is somswhat amusing to note that dEspitE thE dlffErw

Ence in wholesalz 1ndlcss the German official 1ndzx shows

living costs to.bE‘only 21% higher maaourEd in gold than

f82 as compared with 68.)

the Czech index.
" The ﬁsually well infOTmEd»FIANYFURTER ZETTUNG 1ndlcatEs

that

208075
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“over the official crown-mark rate almost Exactly corrsspondsa i3
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~4~ 564, October 20, 9 p.m., from Berlin.,

reichsmarks.,. In the last two months, hoWEVEr, thEPE‘h&S
been a still larger outflow of gold so that for the first
nine months exports of gold exceeded imports by 1945 million
reichsmarks, In September elone there was a net export of
91 million reichsmarks of gold. Thess statistics apply only
to shipments from Germany prdper.' | |

I saw'Brinkmann and Bergemann of the Economics Ministry
today. The latter said that no prggrzss<had been made in the
GErmanﬁCZEéh‘nsgotiations for a new tariff and paymsnt ar-
faﬁgamapts during the last ten days, Various small quotas
had been diSouSSEd but he aSSErtEd that it could not yet.
be predicted what would be the ultimate tariff and payment

arrangements bebtween the two countries, (END GRAY)
WILSON

KLP '

206076
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A portion of this tElEﬁTam BErlin (part air)

| must be clogEly parqphr sed
before being communicat FROM D tEd October 20, 1938

to anyones (R)
REO/d 9:30 a.m., let.

o s O OF i oy i
z I 3 mmrmmm e s |
/ - R 0CT 21 1933
UEPAHTMEHT OF STATE

Secretary of Sta

Washingt’oné

564, October 20, 9 p.ms
(GRAY) 25, FOR TREASURY FROM HELTH.

Undar.such headlines as "progressive reduction of
Rsiqhsbank credits" thE~Gérman.controllsd PrESS is:hailing
as an achievement ths considzrabiz reduction in credits and

currtncy circulation shown in the mid October statement of

the Reichsbank,

LS61/41S15° 298

Roughly 1,217 million reichsmarks or 73% of the huge
September increase of Reichsbank credits have been repaid
during thE first_half of the month, This is about the normq;
pErcEntagz rate of rzoaymsnt howevEr, = At mid October 1937 §5 j
71.4% of fresh credits of the pr€v1ous month were repaid. fhg
RElchsbank bi1ll holdings on October 15 WwErE 6,986 million d
reichsmarks a dEcrEass of oﬁ0,000,000 reichsmarks from Octo—l

ber 8, In mid October 1937 bill holdings were 5,000 million

raiohémarks.l
 Total currency in circulation decreased by 888 million
reichsmarks to the figure of 9,266'millioﬁ reichémarks on
October 15 which is still'331,million rsiohsmarks over the
circulation at ﬁhs end of August and 558 million reichsmarks °

a _ OVED

-n
i}

S | 206077
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~-3= 564, October 20, 9 pem., from Berlin,

The continued passive trade balance énd decréass in exports
are causing worry however as is Evidgncad‘(l) by Funk's
recent, 1etter to the REich Economic Qhambtr in which he EX:
horted German manufacturers to ffash efforts for export trade
and (2) the attempts of the German Government to persuade |
England to begin the nsgotiations for mutual tariff conces-
sions called for by a clause in the Anglo=-German agrssmsnt
of last June (END GRAY). According to British sources here
‘the British Government is at present disinclined to Entﬁr
Into such nsgotiations pending further clarification of the
political afmosph;rf. The same sources state that the
British‘GovarnmEnt»is pEffEctly ;wars that the*relétivsly
favorable trade and payment arrangements which it had @rqntgd
G Ermany had allowsd the Reich to purchnus on the London |
market raw materials not of English origin which WETE used
in German‘military preparation and rearmament, Had the trade
agreement been a clsariﬁg agreement of the type ofvthE Swiss
arrangement Germany would have been unable to make these
purchészs except through the use of its free EXChaﬁgE and
."gold*rsservss‘A o
(GRAY) In prgvioﬁsltslsgrams it has bsen~n§fsd that
GErmanyfs lmport surplus for the first sevzn_months of: this

year was accompanied by net gold imports of 94,5 million

‘reichsmarks.e

206078
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MJD -2- No..543, October 12, 5 p, m, from Berlin

that consideration was giyEn’tO assigning an even higher
”gonvsrsion value for "Sudeten crowns"”, It is pointed out
that thg German average industrial hourly WagE is reich-
marks 0.78 whereas the average hourly wage in thirty-two
Czech industries in’1936 was reichmarks 0‘37“, On this bgsis
it is stated that a conversion rate of the mark for the
crown of 16 pfennigs was indicated.

(END GRAY) As regards the rumored CZEéhQGErman customs
and cUrrEncy}union (see my No., 19) the Czech Legation in-
sists that Czechoslovakia has'mads né such offzr nor has 1t
racsivsd'such a request ffom Gsrmaﬁya It would seem thét

if serious consideration is being given to such a move by the

Czechs they would delay it as long as there was any possi-
b;lity of'gatting'thz prdpdszd loan from England,., A member
o% the British delegation to the conference here remarked
that he assumed that Peroutka of the Czech National Bank who
is in London presumably nggotiating for the loaﬁ was probably:
being severely questioned as to the rumored customs union;
that it would be "unusual!" for England to make a iarge‘loah
to a country which was planning to incorporat;fitsslf EcCOn-
'omically with the Reich, Such action wodld»bey&qﬁiyalent to
a loan to Germany to complstz its four year plan for militafy

and self sufficieney in raw materials.

YWILSON
WWC

206079
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KENNETH MCKELLAR, TENN,  PREDERICK HALE, MAING ) {‘N_ W
CARL. HAYDEN, ARIX, * GERALD P, NYE, N, DAX, : . .
ELMER THOMAS, OKLA, JOHN 6. TOWNBEND, JR,, DEL.

JAMES F. BYRNES, 8.C, STYLES BRIDGES, M. Hi

MILLARD E, TYRINGS, MD, HENRY CABOT LODGE, JR., w.ss “ c t{ b

RICHARD B. RUBSELL, GA. RUFUS C. HOLMAN, OREG. o ,_ ie {,“ % ena

ALVA B. ADAMS, COLO. ROBERT As 'un', fl—\lo V C L

P, N, NI :

ot overtor A - i TH F t,’ G+ 4 FOMMITTEE ON APPROPRIATIONS

JOHN H. BANKHEAD, ALA. RA T Bl

JOBEPH C. O'MAHONEY, WYO:
HARRY 6. TRUMAN, MD: ' -

BURKER, NEBR. ' ‘ : J”’z '
THEODORE F. GREEN, R. s !939 OCT 2 AM ” 09 ; October 5 ]939 ; 0 A/V

(e . - OFTIGE OF THE AVSER Ui
et Divisyy o, SePember 28, 1939, INTERNATIONAL ECGROAI; AFFAIRS
iﬁHUN c““ le ;V(I o ) [ aares [ OCT - 3 1939
D tCOWD& '_ S (DEPARTHERT 0 STATE

Honorable Cordell Hull .~ : | b
Secretary of State . : e fr
Washington, D. C. ' ' T—

Dear Mr, Secretary:

| I enclose herewith a letter received from
‘ Mr, T« J. D. Fuller, Jr., of the Polaroid Corporation,
285 Columbus Avenue, Boston, MaSaachusetts. The
letter explains itself. :
; i ‘ '
L}ﬁ?} g/[} I shall be glad to have whatever information
3{ you can send, together with the return of Mr, Fullar 8
4 letter. .
e J
) 1 Sincerely yours,
l
| -t ~ H.C. Lodge, jr.
% |
/ o
i ™~
I
O
Ny
8

206080
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POLAROID CORPORATION

285 Columbue Avenue ., Boston, Massachusetts

September 19, 1939

. Senator Henry Cabot Lodge, Jr.
U. 8. Senate
-Washington, D, C,

Dear Sir:

May we call your attention to a situation now
exlisting which indicates the necessity for an extension
to the so-called Johnson Act, prohibiting the flotation
in.this country of public loans by foreign states whose
debts to the U, 8, Government remsin unpaid,

Before Austria and then Czechoslovakia lost their
independence, we shipped our products on open account to
certain private companies in these two countries, We
had every expectation that the bllls would be pald when
due, as they had been in previous instances. But now
that Austria and Czechoslovakia have been incorporated
into the German Reich, it is apparently ilmpossible for
our customers to obtaln the necessary American exchange

to make payments,

The reason for this 18 obviously that the German
Government has taken under its control all the avallable
public ‘and private foreign credits belonging to the
resldents of 1ts occupled territories, o

We understand that 1t is using the American exchange
and credit so acquired to make fresh purchases for 1ts
own account or is releasing it to certain favored German
concerns for the purpose of making fresh purchases 1in
“America., American sellers accepting these new orders are,
we understand, receiving payment for them, In the mean-
time prior sellers, such as ourselves, are going unpaid.

- Consistent with the Johnson Act 1t does not seen
reasonable to us that the German Government directly or
under cover of other instrumentalities should be permitted
to spend money in this country unless it be appllied on
account of the German, Czechoslovakian or Austrian debt
to the U. S Government.

In
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In any event, we fail to see the logic of permitting
the German Government to purchase goods from other sup-
pliers in America with money which rightfully belongs to L
‘us, o

Yours'very truly,

T. J. D. FULLER, JR.

tjdf/ew'
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‘My &ear Mr La&ga~

' I have received your letter of Septembar 28, transs
mitting Mr. T. J. D. Fuller, junior's letter to you of
Septenber 19. |

‘Mr. Fuller complains of his inability to obtain pay-

ment for gea&s,shippsdgbn«cpan account $°r§riva&a-§cmpaaiea
in Auetria and Czechoslovakia bévﬁs’i“a 448 cooupation of

these territories by Germeny. He suggests. that the German
Government should not be permitted to spend money in this
ocountry unlese it be applied on account of the German, .
Czechoslovak or Austrian debt to the United Statea @9véhn~’ |
ment , ‘ |
| - As to the aituatian of faet to which Mr, Fuller
refers,; both Austria and Gzechsslovakla Ear aanaidordble
periods. after 1931 mailntained régxmee ot exahange eontral,

but tlie Austrian control was generally relaxed a fow G

~
C
>

AV

years ago and Ozechoslovekia imposed little restriction
| | | | | -
'The~Konnrdb1§. .

H. 0. Lodge, Junisr,
United States Senate.

ot e s T
JE—— - - T W R TR R —e——
v

1206083
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on:paymants'foriﬁuerlcaa goods, psrtianlariy sinze‘thb~
eoncluaien of‘the trade ‘sgreement betwsen ‘Gzechoslovakila
‘anﬂ tha‘ﬂniteﬁ States. German exohanga sontrol rega1a~
>tiona hava now been applisd 1n Austrian tarritcry.
Czechoslovakia has a separate régime of exchange aontrol
'unée: an.authori:y-establiahad,ln the K@n&atry of Commerce
for the tePritory around Preha. Since 1934 imports into |
‘Gormany have besn olesely regulated by & system of prior
permits snd there has been 1ittle accumulation of arrears
of commercial indebtedness to Amertéans. Unpald German
=obﬁmara£ai 1n8bb£p&neaa~to American suppliera which acorued
before the installation of the plén gdbpﬁeﬁkin 1934 has not
been large and has graduslly been reduqéa 5y payment.. .
Hr. ?uller’s auggestion that the German Government

be not permitted to spend money 1n ph1a aaﬁntry e;gapt in
bpayment~of indebtedness to theuﬁevernmeni-of the ﬁnitéé
States would of course not &irectly remedy the situation

f/fl
concerning whiech he eomplains In the reeent period of

numerous defaults on foreign payment dbligatione, dahter
states have given priority to payments for current 1mperts,

their ability to mske any payments abroad being largely

dependent upon the continuation of thelr international
trade, which=requ&rés‘bath imports and exports in order
 that
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‘that trads may continue. I believe that Nr. Fuller's
suggestion would generally be regarded as impraotisable.,
| Kr. @ﬁiléf‘sile%tar“ea;yau'té~re€n?nﬁéahéreﬁ1$hm

a eopy having been rstaino& in the Dcpartmeat.

| S"n"mly yours,

Cordell Bull

- Frow Hr. F‘aner,
Ssytamber 19. -

206085
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NOTE -
: ‘ _ o
SUBJECT . | ' | - %
| Receipt of 17 tons of gold f‘ro‘m Ruseia by the German Eyg
 Reichsbank wdch is to serve as intermediary banker for the -
Russian Government. ‘ '
: gl
~
N
D
For the original paper from which reference is taken
|
See Tel#1847 5 p.m. ‘ A M
(Despatch, telegram, instructon, letter, ota.) ) 3
Germany |
Dated _ Oct. 26, 1939 . ;;;m} (Kirk)
Conftdextlal Pio
5
File No. 861.51/2828
. 5. GOVERNKENT PRINTING OFFIGE 1—1840
g
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N
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TELEGRAM RECEIVED

JI -

This telegram must bE 4 Berlin

closely paraphrased bee- FROM

fore belng communicated Dated November 6, 1939
to any ont, (br) ) |

Rectd 5:20 p.m.

| /U/M _
Szoretary of State i I i f’d?’fﬁ‘t% G

WM?IUM& }.sbl’m,n' sy MRS
Washington W A’*\ . NOV-7 1939
\ BEPA\WMENT OF SYATE

1964 November 6, 5 p.m.
CONFIDENTIAL TO TREASURY FROM HEATH .

/\{)\ ' With reference-Secretary's letter of October 4, )
p)

' Taylor states that while In Rumanla he was 1n=-

b . ‘ v

R formed that about one half of the Polish gold re-

serve had been retained in Rumania where it was being

used to pay for the upkeep of the large number of

Polish militafy, official and other refugees in that
country. The balance of the gold reserve he under-
stands was shipped to ‘Alzxan'dria, Egypte o = b
= e
KIRK . >
ROW:EMB ; |
] 1 Y O
| o)
| ®)
23 A o
3
e
o
o
Fl
Y b
®
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This telegram must be
closely paraphrased be- FROM : : _
fore being communicated Dated December 7, 1938
to anyone, (C)

: S -
Berlin ’ S B

¥ .
Recl'd 7:35 game- ;!

A2

8‘1 - OFFICE OF THE ADWSER ON
INTERHATIONAL ECOKUMIC AFAIRS

Washington, é L/M DEC~71938
DEPARTMENT OF STAIE

699, December 7, ll .;.

Secretary of State,

No, 36. FOR TRCASURY FROM HEATH,

0y
I learned yesterday that Schacht had 1left for (99}
| - N
London to confer with Montagu Norman. His visit .
' ‘ O
is being kept secret here; nor could any explanation ‘ Z;
' t
of its purpost be obtained. Several days ago Schacht -—
~
said that he had not seen Norman for several months —
‘ ‘ w
and hoped to have an early opportunity to talk with him, 0 ]
‘ N
GILBERT -
T
TWYIC : PEG < g
' Q
%‘g -
2 9
[«
$ad
C e
£
(&
{23
(—:.
[
e
Joeamd
bt
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DEPARTMENT OF STATE

| OFFICE OF THE ECONOMIC ADVISER

December 21, 1938.

|
|
|-
I

EU - Mr. Moffat: . -
1 . .
Yestbrday we sent the Treasury paragraph Pbar 30, 1938
No. 1 of Berlin's 738, December 19, 1 p.m.,
by which Gilvert approved Heath's v1sit to
Washlngton and transmitted Heath's request

for instructlons as to the approximate time “"} .
a@nth»hi@vcompli* |

when his arrival is desired.

: This morning Mr. Lochhead telephoned me ? ‘the L
that he;had taken this up with Secretary > vae Tre&eury}

Morgenthau, after Mr. Achilles had suggested  msemia e e
: 738 of Decenber 1g

that it/ might be desirable for Heath to stay
in Berlln through the time of Mr. Rublee's
visit there. Mr. Lochhead said that MNr.
Morgenthau said that any time for Heath's

é visit will be agreeable to: him, even if a
month or more elapsed before the visit, and

3 that he would leave 1t to the State Depart-

i ment to decice. He-did.not.want. Heath here
until after New Years but 1t dld not matter

how Iong after New Years.

Mr! Lochhead went on to say as of p0881b18
interest that in the last day or two there has
been an interesting difference in the tone of
the excnan e experts of the Bank of France and
the Bank of England in telephone conversations
with the Federal Reserve Bank. The Bank of
Frarce man is jubilant; gold is flowing into -
France; he dismissed an inquiry about possible
trouble with Mussolini contemptuously.  On the
other hand, the Bank of England man is most

pessimlstio He is worried over the -ster-
ling exchange situation, and over the '

J
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DEPARTMENT OF STATE

OFFICE OF THE ECONOMIC ADVISER
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reported dissention in the Chamberlain
'Gabinet and he expects that there will
be more trouble with Hitler by spring.
He would not indicate just what kind of
trouble with Hitler was expected. :

i : T
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| ;j%E-B TELEGRAM RECEIVED

k portion of

this telegram must be

closely paraphrased be- From BERLIN:.. ‘

fore being communicated ‘ '

to anyone. (C) , : Dated January 10, 1939

Rac'd 3 Pe Na

Secretary of State, ;g‘ﬁﬁmﬂfﬁENMNﬂﬁﬂ

'(ﬂ,(fh IATERNATIONAL ECCRJRC MFARS
Washington, (k) ' 7y

1 JAN1L 1939
A : EPA TMEMT of SNIE
25, January 10 4 De Me

S
KRN

(GRAY) Number One. FOR TREASURY FROL HEATH.
Montague Norman had left before I rsturned to Berlin,
According to the British Embassy there were no monetary or

other negotiations durihg'his trip here which was to return

Schacht's visit and to obtain financial and Economio-ﬁmprESn

sions, The Reichsbank gave a lunch for him which was =

S g

. . . — .:‘{
attended by members of the Directorate and a few German g‘
, R 1

bankers and industrialists, (END GRAY) | i1 ¥

Since my last telegram ssvsral wEEkS ago thérskszems

to be increasing opinion and evidence of . flnancial and

J Economlc strain and deterioration and little bEllEf that
the leaders of the Government will modify their ambitious
programé sufficiegntly to relieve thisvtrsnd. The trend
is gradual, no informed bbszrvar here believing that any
real break down éf@the Economic machiné 1s at all imminent
or that, barring unforesegen occurrences, Effectivé publlc

opinion
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2-#25, From Berlin, Jan;ld,ép,m.

qpinion against restrictions on the standard of living
impossd by tha_nscgésitiss program will develop -for some

time o
|

o

Although I accept the story with considerable TESETVE
I was told on apparently good authority that at the end of
%Ecsmber the Pinance Ministar asked Hitler's permission
agaln to raise taxes stating that hE had borrowsd 500,000,000
Tarks from the Arbeits front funds which had to be returned
in April and that present revenue and procagds of loans
WETE insufficient to meet budgetary expenditures., Accord-
?ng to the story the réQuEst was met'by flat refusal where-
ﬁpon the Finance Minister stated that he would have to
resigne Hitler 1s then suppossd to have sald that he would
take the matter under advisements I understand that a |
story to this effect was published in certain English papers.
| Personal subscrlptlons for ths fourth 1938 loan of one
and ona-half billion marks (see my No. 32 of Novsmbar 20)
closed on.January 9 and were unsatisfactory according to
certain local bankers who assert that the consortium bank-
ing houses will be saddled with the greater part 6f the
issue. |

There
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REB
3-#25, From Bérlin, Jan.10,4pemms

There isvincrzassd peEssimism about.the for;ign trade
outlook.b It 1s to be noted that coffss‘iégnow being
rationed ih BErlin; Thsré are also unconfirmmed reports

A%f rationing of meat in certain parts of Germany although
éhs Agripultural Attache asserts that‘thsrz ig a plsntiful
gupply at the prsssnt rate of consumption so that ahy
restriction on this copmodity would seem to be directed
towafd building.up stogks, The British Commercial Attache
is of the opiﬁion that the gold and foreign exchange
TESCUYCES (197 million marks in gold and free exchange and

65 million marks in claims on clearing countries) acquired

x
|

ffrom the Austrian National Bank have now been exhausted.
j(GRAY) November figures show a net gold export of about 26
/ million marks which brings the total net gold exports for

| the first eleven months to 76 million marks. The published
; trade deficit for greater Germany for the first eleven ‘
| months amounts to 425‘million’marks.“ -
The November adfzrss balancz fdr greater Germany was
69 million marks as compared with 36 million in Octobers

ThEAincreasﬁ was almost Entirsly due to a falling off of

Exports,‘ Imports in November 1938vwsrs 3'pér CEnt under

the value of imports in Novambsr_1937.but'dua to lower
prices
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- 4w#25, From Berlin, Jan.10,4p.m,

pficas about 10 per cent greater in quantity. It is to be
- Co ‘
n@tcd that the adverse foreign balance is almost entirely

ccounted ‘for by the acquisition of Austria and Sudetenland,

g

a

For old Gérmany alone the adverse balance was only about 9

|
million marks.

J
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TELEGRAM RECEIVED
REB e

A portiom.ef K
this telegram must- be FROM: e

closely paraphrased be- ©  BERLIN
fore being communicated
to anyone. (C): Dated January 21, 1939

TATONAL CCOROMIC.AFFARS

M JAN 231939
- (9 \ggx\ DEPATTMENT OF STATE
59, January 21, 10 p. m. " (GRAY)

Secretary of State,

Washington.

lio. 4. FOR TREASURY FROM HEATH.
In his conversation with Rublee today Goering let
it be clearly understood that Schacht's dismissal had

nothing to do with his discussions %ith the Evian
=
Committee over Jewish emigration, He said that Hitler ==
L
had given Schacht certain directives which Schacht 4
' iy

thought he could not perform and accordingly relieved &

him of his position as president of the Reichsbank., (END

GRAY)

This presumably authentic information lends credence
to rumors that are current here that the Government is
determined to meet its budgetary requirements and the
needs for increased industrial investment throﬁgh credit
creation by the Central Bank plus some economies instead -
of through increased taxes or fofcad savings'which~wers

politically undesirable,
: It
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REB

2-#59, From Berlin, Jan.2l,10p.m.

It is rscallsd that Schacht gaid to me some tlms
ago that he was one central bankzr who could not counts~
- nance inflation, He had made his reputation through
énding'anvinflatioﬁ and he- would have to resign 1if

asked to pursue an inflationary policy.

GILBERT
CSB
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DEPARTMENT OF STATE

DIVISION OF EUROPEAN AFFAIRS SR . ;
MEMORANDUM ’

March 10, 1939.

Mr. Messersmith:
The Secretzry of the Treasury telephg‘
minutes ggo on fours polnts. 5 o
| 1. He asked that Heath remain in this coun ry untal
the next'American salling on Wednesday, March 15. I told
1im there could be no trouble on this score.'

2. He éaid that the Treasury made a.modest entertain-
ment allowance to Buﬁtérworth and Cochran on alscaleAwhioh
nad been approved by the State Department. The Treasury

7es willing to make =& corresmonning allow nce to Heath

of any smount thaet we considered apprOpriate.{_§l@0°f~%§£ffu§‘55

3. Mr. Morgenthau said that he hiad not been receiving
any financlisgl informetion of value from our missions in
Poland, Hungary and Rumania. He was anxious to send

Heath occasionally to visit those three countries and

get financial information or gossip.in the same way that

|

Cochran periodlcally visited Belgium, Holland and the

Scandinsvisn countries. He asked if I saw objectioﬁ. I.
said none but that I felt the way should be paved by -
personal letters to the three chiefs of mission explaining .

that

,iZO'SO_S?
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EDA = 4 - #102, February 7, 10 a.me from Berlin

exchangeg rzsérves Germany would only reap disadvantages
in devaluing, He said Schacht and he were of the same
mind on this péint, o | o
At this point he was interrupted by the arrival
gf Reichsbank off;cials.'
Blessing has fasignsd from the Reichsbank and while
he ‘insists that Brinkmenn inclines to let him stay, his

resignation was praqtically forced by party opposition,:

GILBERT
PEG :CSB
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DEPARTMENT OF STATE

ASSISTANT SECRETARY
AN o

- March 10, 193¢,

e OIS = :
renl OF 8 Fave, 7 / -7 o
SRUPIRS e R /v A !

i e'xl' ‘ t,* 0 \0/ (Zy

sl Y7 ‘(‘ 4
Mm. UofEath © SR
\\

,Nitmwfé?%rpﬁce\mo your mefiorandum of March 10 con-
/”J SieaTioNS B R DI,
cerning “HEALY, I note:

1. That Heath will be gailing on March 15 snd that

Secretary Morgenthau ig prepared that he should be going
at that time. This is quitehin order, |
2. I see no reason why Heath should not accept the
entertainment allowance which the Treasury is prepared to

make to him as is now belng made to Butterworth and

Cochran., I told Heath there would be no objection to
his recelving such an allowance during the period that the
Treésury chooges to giveyit. The work which the Treasury
déslres’Heath to do makes necessary certain special
entertainment during travel and away from hle post. It
is quite proper that he should under the circumstances
receive this Speéial allowance from the Treasury. I have
toldnhim, however, that he should not mention anything
concerning this allowance to others for I gee no object
3. I can see no objection to Heath going occasionally

to Poland Hungary and Rumania in order to carry through

hls reporting activities for the Treasury; I discussed

_ this

to be galned in 1ts belng Fhown that he gets this allowqﬁge. i

[y
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t@aﬁ the vlisits of Heath were in no sense a reflection on.

their work but. were deslgned to obtaln certeln types of

<t

echnicsal information to indicate to our misslons the type

of filnenciegl reporﬁing the T”evsury wanted: and to coordinate

s

inencisl information by bringing the chiefs of mission

up to date on what was goingtbn financlelly speaking

wﬁth their neighbors. Mr. Morgenthau thoﬁght this would

e an excellent idea. ' , = - i

4, Mr, Morgenthau‘saia thet Hecth was graduslly bresking !
in more snd more and turning out to be of value to him. He ':
h@ ed that 1t would be possible for Heath to devote more ‘ g(
time, - 1f not 11 his time, - to Trecsury reporting. I SR

|
told him that Just at present the Embassy was a Dbit disorvanized

l I

th the Ambassador absent and Prentiss Gilbert's death. He y

it would be granted when conditions reverted to normal.

wit

L & that his regues?t was not of immediate urgency but hoped
s

1 If you would care to glve me- the information under. point 2
I|can pass it on orally to Mr, ﬂorgenthau s office. If you
approve my answer under point 3 I can prepare draft letters

for eltier your sipnature or that of Su?ﬁ Welles.

Plerrepca@ offat

EuPl: VEJ

N P .. N |
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TELEGRAM RECEIVED

AC
This telegram must be

closedy paraphrased be- FROM
fore belng communioatsd
- to anyone . (C)

Secretary of Staz;

Washington

K

249, April 14, 9 a,m, ’ 0

NUMBER 14 FOR TREASURY FROM HEATH §§ ‘

I had a long talk with Puvhl who, as a result of ;ﬂ,g
Brinkmann's illness hes t aken the latter's place pro- ;5 ;.
visionally as Vice President of the Reichsbank. Funk, :: |
Minister of Economics, is President but the actual gg
administrétionbof the bank 1s in Puhl's hands, 5

Puhl admitted frankly that the exchange strin- |

gency of the Reich was greater than ever bEforE. He

_asszrted that contrary to gsnsral opinion the 1iabilities

of the Czech National Bank in foreign exchange WETE
greater than the assets since the Reichsbank was meeting ;%
"loyally" and would in the future meet the heavy credit -
commitments abroa& of Czech importars; Normaily whEn

e importer paid offrons foreign credit he would receive

mew credits from foreign suppliers but Puhl admitted

that fresh credits were not being much granted tb

Czechoslovakia in view of the international situation, s
I was unable to obtain an estimate of the gold. H

’ ' o N ' Fed 1)

and forelgn exchange assets acquired with Czechoslovakia, =

When

o T T R T i e "mwm&—:.r_—v}
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2-#224, From Berlin,Apr.l,4peis

At the present time the CzaéhKEXchanga'control hég a

. nominal’autohomy but {tsvdpsrétibhs are followed and
én féct directed by reprgsentatives of - the Reichsbank
?nd Reichs Eichang; authoriiy who brought a staff of

gemployees to Prahae

GEIST
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NOTE
SEE 860£,51/723 FOR ... Tal, 278~1lem
FROM ... Geormany. (...Caist ) DATED April. 24,1339
TO NAME ©o1—ne oro
Exchenge-Uermany. Chamberlain informsd the German Embassy

REGA

RDING:

in London that Great Britain is prepared to releese to the

Reich the greater portion of the Czech gold reserve which was
deposited in kondon. He elsoseaid that private Czech funds
end credits now blocked in Bngland will also be released,

fp

1206103
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This telegram must be . ‘
closely paraphrased be= Berlin
ﬁors being comnunicated

to anyones (C) ‘ Dated April 24, 1939

Rectd 9:10 a.me

Secretary of State,

Washington. | ‘ | !

278, April 24, 11 a.m.

Reliable information has been received that
Chamberlain has informed the Grrman Embassy in London
thathrEat Britalin is prepared to release to the R;ich

 thE greater part of the portion of the Czech gold

reserve vhich wes deposited in London. He is also

understood to have informed the German Embassy that
private Czech funds and credits now blocked in'England

will also be released,

%; , . ‘Thskraaction of Reich officials‘to this news 1s one
2,}5,. of‘SurpfiSE and somevhet amused disdain their |

intzrgrstation being that Chamberlain is still inclined

to gestures éf "appéasmsnt" and 2 belief that the Relch

may be bought off by financial Enticaﬁshté.

Repeat appropriaste portions of the foregolng

to Treasury as Neiy 20 from Heath,

GEIST
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Walter H. Rozell, Jr.
September 29, 1945.
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 Bitsariond's cantrol exists cnly becsuse of eontrols elseshere and
'.mmawmfmmmum, Mtwlm&mlﬂ be willing to sbelish
‘_wnmlauemaa she 15 able to purchase goads. sbrosd and U.B. freesing oon-
jm&um RPN
- ~»f§ ' Switserland's traditicned role of W m: Burope bas been cne of . -
» the mﬂml sources of present diﬂ‘iwlt&ea. , m 20 per cent of funds pow |
: hsold in the United States fory Mm &amvm mpwawu FPreneh capital (mca R

'_;.haamlmumm Selea rmummmrma. &‘Mm far exceads Sulss funds

!nrmm) W&uu mdazhm~mmawriwuwmﬁwmxf"" |

il rﬁqmmum. The m&obemw&thﬁmmwm |

. Bomte balnk! wrote off losaes, but others carried M wntid mmh Beitzeriand's

almimﬁamm, mmmamwmawunmm clmﬁagmmt, saount
000,000 Bwiss fraics. This is mcb hrw than ﬂm assetls in

MW It bas besn mggwmmtdlf&mnamta!a Switserland be

gaoloﬁ lﬂth Alliocd m&&nga. Thia m&d be to ‘Mmmu diandvantage be~

The 8/B realises that Svitserland's prosent 4ifficultica mrta& hrﬁaly
fMihmMmhethmrwwmmwtmfeﬁa&!m'Maahms}.d
‘mot be resumed aftor the wer, Commercisl banks, mewt, are opposed to tuis m
Vitmshmmimrmtmm‘afmm’
o mmnermmmwmmmbammnrmm
m. Mammmmmmhu“almbmmmmmﬁmd
.;anmammanmbamaarmmmmmmmmmmm Swisn
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juvestaents, howsver, will have to be more distributed and diversified then
M@:L» {Prm investzente were concentrated in emm, France, and the |
mmmm and thege are lsrgely gone in mcmaf the first wﬂh&mked
in the other tw mtr&aa*) | | |

| switeerland reslises 1t wAll Beve to do m shere in gmidmg mu
: f’h Burope during the pestvar poriod. 'fhs trade ummtsm under discnssion
fall- ;nw two gvoups: (1) sith countries gach as. ma..s.&.n. nhmh can pay
eash am% (2) with countries whieh meed sredite, The trade negotiations are
,Vmuma with Italy, representatives of whieh m m zn mmz.m They
mmmmwmthMMwm&MaWanW:Miwu
v mmm m old dedtss the latter goem to amgt ‘thege terms. The agroonent
~ with France 1s m&«a after the Anglo-French mmt. Each agress %o provide
the. other with me@'. mﬂm is charged w mwmamg balaness,
fvitsorlandts clalme on Germany amount &e ama 1 bilifon Swise france.
%he m« belance alone, however, sas sdverse o __mumma during the war.
mmmvmmgfmwmt tmehl&aaﬁﬁoaam

gold from Germay. @vitserland ssked for, end according to Germany, received
tho latterts own gold. mm&mm@mmy'wammmimmfw
use in Pertugal snd Spein. mm, howaver, MthmMmmmmw
the Refchsbank sccount mmmj&,ammm@am«m,mm«,mm
sequently transfer tho francs to commerciel banks Iﬁﬁg;aamt of Portugel snd

m:a hag deen & mmm Ancrease !.u acmam- under ewltiveticn.
me, éne to reduction m«&m, ﬁﬂﬂprmm”w for IMM

|
now. used for ;ﬁauﬂ,
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- Pmimars are obliged by lav to w gmmmnxy whozt)s Previcusly, . .

they Tw& reised bords and profuced datry mm. The Federsticn purchases
mﬁ ;aa.m at prives about Me& m mld amw. {m farm bloo politieslly u

f my ckm«) Fovertheless, the famu @mﬁ‘w aam;i;fumﬂa becsuse it mﬁw@ S

hna jmm B114tary service also hinders ﬁw mmg. The government tries,
m;t Mng emergencies, to Mguhm m nrv&m an that 4t interfers the .,
hm wa.m fareing — st harvest Mm, m

- after gwamm relaxation of NWQMQ : (mmvmuu;aw Te now re~ \ 
mﬁ.ﬂxﬁ to grow vegetsbles, eto.) . ‘ N |

_ . AMW heve been m ums E‘mua and Mg:tm —— pattmod a!tar
the Brutah agreements with these cowntriee. ALt ough they pmﬁé« for & mutual
mhmwae&mwm&w, wamaNMmmuttwmlmtwmmm '

There 1s 148tle doubt but that the rmm mn return to detry. mm.ag?

of m&zt, bocause the balance will be dm m Mﬁ:mmﬁ. The Belgien wm&, '

for :mp;l.a, ;wnm that Belgian Wrﬁa o Mtwm& m mtwmt upon
Bnls&m mﬂmﬁm mmaag o prevar (s z,amm

In Switserisnd o ro% Nmm is rmny a inim. A fom at the Beticnal |
ammmmmnmmmzmm mz.mmw thore has been
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umf dsmuasions Thase familor with the plans foel that there are definite
, ammmm. but 11’ snough sountries join, Mtserluad probedly un go clonge
.’To M‘bmmnd, the one hig dissdvantage mould bo ‘mt she would be supporting
"th har gold the weaker eurrencies of other evun ring, many of ebich would be
her Mw in reMm mmw ir mmlumfjmg she would not 1ike to be
.dmmmmamewmmﬁﬁammmnM ”7\_gEWMWMMﬁm’
Svitserland®s quota (at 250 millten Sutas francs (1)) would be botween that of -
Belgiun wd the Fotheslandse P S
,“naav o e ed |
mmumnwm«mmm !hiaiawpamﬁyamm
mgmﬁ, connected with the 50-50 armgmmt rm.- ‘the dollar progecds of B
mm%mmmmwmmwmamm&wmmmmmmmma3fi
.f.msétaamauaduumm to Bulss exporters is held by the bank. 6ol
pmhmed with amm Wﬁ which bloeked ma t‘msu are given i» med
over tm the Pedoration, (Apparently to be held againet the 1isbility to Seles =
’fummwud neu&snomMamuumeahmummwmarﬁmamucn.}fo
'»_trunﬂict&ann, wils the Pederaticn, against iutarguvmrnmautal transactions (o
, Mta&ﬂmd’a mblm m % he hm of a twm:y neture -~ 8 B
| v,shom“ of raw materials (coal)} and Dlocked foreiin assets. With an easing ini' N
wmememmmmmadummmqumma&m,mummmﬁmmamﬁwm;f"
| uwwmmm eh an sdoquste supsly of civilinn goods, the pre- N
Ammmmarmm. Mchuuommfwms, i1l s removed,
“ In Bmitoerland, ve now huve the perfect illustretion of the aistaken
m%atmmmmnﬂmuammuw. thma*nm:mm

sivilar 4o curs =~ a need for goods. mummdmmwmmumm
Mw&d&, ferahuroﬂim'm&m,mwwmmttwwm*

\ 206108




e ke gg' B S
N A E’VT/?? Mﬁ B n}E‘\QP'Y nﬂDq780‘7(7

N L. S By le NARA DZ&

Hormally, Set Settserlandta m&wme trade balmm amounted to about

500 mm«n Swins {romes 8 yesr before tm wAT s ﬁm ‘had boan offged by sbout

300 mmm s iroome on oversess mmw and m mnzm from tourists axpmﬁ

' 4oress Host of Switserland'e assets in Germeny w11 Bave to be written off,

As & ]mmlt, she will now be more :mmmt apcn t tredo (Hirs), Tourist

ﬁmﬁe w1l heve %o awalt enly mf’ﬁo&mt food mpgum Hor reilroeds exe in
ﬁwd m, porticulerly compared vith other Buropean countries, end her aotels,

&%mmmmMawmameamnm, mfa:hwﬁhwmmm |

M‘Lnanm sonutrieg, Mtawlmﬁ‘s future 48 bﬂm.
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FEDERAL RESERVE BANK | 20" 15 71525 Secmoll |

ofF NEw YORK

October 24, 1945.

Dr. E. A. GOMQMBiSSr’
Economic Adviger,

Board of Governors of the
Federal Reserve System,
VWaghington 25, D. C.

Dear Dr. Goldenweiser.

I thought you m:n.ght be interested in the enclosed copy of
rough notes I had intended to use in a talk I gave to the Research
and Foreign Departments. Actually, I used only about a quarter ofe
the material, since the talk wes ad 1ib and it would have tsken too

much time to cover 2ll of it.

I hope to come to Washington next week or the following
and am looking forward to dropping in to see you, if it's convenient
to you. I plan to bring with me our itemized expense account and a
rcmgh outline of the written report, which I am enxious to discuss
with you before proceeding much furiher.

w Incidentally, I noticed the article in lagt week's American
Banker about your future pla.ns. I take it that it's out in the open-
now, - - S -

Sincerely,

e

Ence

206112
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o Rmimr pressure of labor, facmammﬁheompm maintain :
- | foross two or three times larger tham ere needed {production mtmtad
?bmusa of .’sauk mf eml), Politim ﬁmm mmn% and "eagh day

Tm ma’bia.,,s at the Bam d' mm Am&aﬁeﬁ our viait-
5mmmwmw' ”QMQmmmmnmwmmé

tosmtmmm, m«x tmd aver ta ths Gmma. ﬁmming

‘ﬁ?m}mmmdméam&%émw&wmamanmammmﬁm«—w

ﬁm aurpriw of the :M#

, &lsm had telks with m&m of F&mea (a mmt)& !&iniﬁtar t:.vf
mgt;ﬂmmen {able but old), *‘nﬁer—ﬂemtm of ttmawxy (a 1ittle

- p of Iialy &mmﬁmm.ghk Faa.itinally, uncertain, Evonm-
J ww,mthnfha}.axmaua' h in moral fibre. Cmmot all
i habhmdmthewar. Outﬂwahelpemhagim,hnttbawnm
mtmmm.

?aria and meeﬂ to capmﬂ:agm. B mte, :!mzdeﬂ 4in Marsel
mmm(meuuammmmamrmmwbmwbme&

md&%&mhw@ywamﬂwawf@&”

St oo ey b L,
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| nmofwmu, mam paq:za. ‘

| 'Bmm off L,2.C.. pmmsmmm of To. ::.marny mmu |
. mmmma o a 54 whiuh v had mecﬁimlly to ourae ‘

‘ \%mmamﬁm&tyanﬁmammawmm&mmﬁmau

Atmosphers of oonfort and kmoaparity’ 'ﬁell imwn hatsla dni.ng big
‘bn&inem Ms ‘:tn, evidama, lmt all ggod buxni < z

' wowmditamnmharafmw'
1licn kronoy -ag mp&raﬂ with uatim&l

Gmdita moan mpor@a and ’this m&.m #one’ ‘-,.:z;?..*-., _interpal gtahility.



http:iD'bfaaac.ot

T é‘;Z 30 “\’%\"DECLASSWED —
ewmy Wﬁw “f utory_Dnp 976077

s Voy L0 nen o 9l

m&m%hﬁamﬁmmmm

' beld Puly that ber amey 16 8 —
' the mbmw of other Buropesn .

!n ad:ﬂtim, heg strong mmmm tien wwh aﬁw m&mﬁ somtries
mmmmm@wmmmw‘ ‘

Mmlﬁn%mmlﬁla%mm Would almmanabswﬁw_'
‘,‘%aaamgim&mfmagamwmamMﬁeaifﬁhnw

| Offiésra of the Rikebenk, per i .

,“mdﬁlnngtommaMwmﬁm o
, Atha pode tac.i mest many 3 ﬁ‘fm&l&, mﬁ bmiww, and ‘
‘ :mmzvmmg mwmwm &m&mammmmmaa@u B

ﬂm nnm would 1ike % soe Ko

mﬁet&mmﬁm?mw

ﬂﬁz g af ???,l .‘ i «;. k :,'n'. RS

hﬂmﬁmwmwmﬂaﬂa mmth&%afmtm*
"WMWWMWMMWWWMWﬂea-q
I’ﬁp@wmmm :

*bim ef nev namm Bank paintad a ﬁark mntwe of deatrig-
tmmmmm?m ﬁmﬁh%mamﬁdmmﬁ,m :
mothesgmMmmﬁmm,mm
Polend, in fect, is begiaoning %o ship coasl to Sweden under agrooments
mwwmmwmmmmmtmmm
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- grota Wmm'er qwtambaﬂiamﬁ@fia
. ..mmﬁmmm&m among farmerse Individuel formers msy

mmtmen 1.5 aad 2 mnm dnllaraa

E ‘mr reconversion plan in mﬁﬁan. How to m'ﬁ.ug aar-ématsﬁed

" epeas back to normal by that time, Plamming that.othor aress um,
- after five yaaarn, azﬂeesa prem mz.,. ek ; ﬁn'niah@:iqm ,

"fhanmlmﬂmam p}mms. Ho mtaty bﬁ‘ham&ﬂw shu&aaa' Flane
’ -ma&mmmmwymmmwmmmw
HE Mt&xﬂr lmcbsa&vmwibhm ~ od.

f’:m‘tmomimmwf‘mmfm,msdmwmfarm&gf
Kmmr, pmiﬁ@a timfamm P nme.i:m : E

MMMSW&M%WWM%MM?&“WQ
dmwmﬁmmammmmwwm%mmm

) dutier defant. Condition of the pmp&a
rl. arouds with inwffwim food. Acute conl

aﬁertmuﬁttﬁ.aadnﬁermwmmlmm dio.

Mm tmnapmﬁm other than m:i.}.itazys 8o nail &nliveriem

mmmmfwmwofmmmmam

J0d other etohsbank aft?ieia.ls nald, ot that tize, o8
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el ox._snt of * mﬁ 5 mm?sa e omm m"&“".

N6y yaralo niderad suconns mwmumaoanm '
ault&n‘& &elmr m imm‘ta mda wﬂ-&nmﬁm progran more difficmits.
Currency odrenlation dropped from 103 billicn to 27 billion after con-
version. ammmw&mwmmmﬁmﬂmw
mdfarkn.iadtmw

:tumtmtmmmmammmoﬁ
Sonb of blocked funds. Plsn to sonvert 40 per cant into.
bonds, mmmafteranm&e.raanﬁammwﬁnamaw
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- Economically, not enough coal, fpod, or rawimaﬁéfiéig'fgéﬁdgtoo
muph maney..w “;“"‘ e ', «; R EEETERE AL '

w3 s
IO

e

Sbczally, not enough v1ta11ty and too much work..f .
Polltlcally, not erough confldence and too muoh bzttefness. '

‘ These aré the characteristlcs of EurOpean countrlas 1n the ‘summer
of19Lu.v S I o | ,

' ‘There are variations.
c%al ‘s the p?
" ... materialsy’
countrles ‘~* 2
4 1n “theit governments “and c8n’ be handlﬁd thrOugh the. diffzcult per1od ahead.'
This is true of Switzerland also - but the Swiss enjoy adversity ‘and take a
mgrbid dellght in geeing the dark side of things, Not too’ profoundly, how-
" ever. At bottom they know ‘that a1l wull be- alltright w1th them. They Just

don't “want to: tempt Fate by being content or 'onfldent¢

et e
; )

In soma cuuntrles = 1ike' Italy and Denmark -

The most profoundly disrupted nations (omitting Germany which for
the present does not exist as a n&tion) are France and Italy, . Inboth
ceuntrxes theroots of the trouble-sntedate ‘the war, In Frénce corrupt .
politiclans Bnd demoralized admlnistratlon have prevailed fcr two .gener-

e ations. JIn Italy there is ‘an -excess. of population over resources and a
‘”'.sh&ttered body politic - resulting from fasclst corruptlon'and-abu e,

To restore. Europe what is needed is food - fuel - clothing and come
petent adm;nlstratzon.: The outlook for achieving thls is not too orom151ng.

talned - because goods are scarce and onrrenc es‘bloc ed . ports%appear
13 thelr true light - as an uncompensated drain on a country's donéumptlon
;.800ds, & sacrifice of living standards in return for distent and frozen
assets. Sé export cohtrols are rigid in all’”quntrles:‘ almost anything
that is brought into &' ceuntry is weloome 4exéépt ‘monéy ~ and almost
nothing is t&ken out™ "a countrv if it cén help it, ALY this i8 a very

A g
;’L’«;ﬁ{,‘, .

. . SR | A i s R POy e Lt e * ’ . .
B 7 A R IR IRy i) F T P gul Y Sy S / / g oy g ERP AR B S e I W R S
S 4 RLERE AR i Ve 45/ ,{/’;ﬁzi ,,%27!;;{! YT ip/ G J / T E e ) S N e
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havﬁ a role to play as an ally.

A#rlved in Sw;tzerland

*? Sw1tzer1and superf‘

. 1n France or even. in Britain,,
and’ p90ple are sure to racelvvc_h

g ‘ ‘-A July 25 '

E? . ) %‘3'”’ Conference with meber~and Hlts, two of thc;three executzva dlrectors
i roblems are ‘the’ famlliar ones:"quite & Lot
Tew: ;mports. They' talked B great. desl. .about

 of the Natioral Bank, . -Thei;
“of exports - blocked dollars -

Little patches everywhere. Drought.

,Vugly) for ustng coke or wood 1nstead of gas. .f

Y

: Supoe‘r down the lake with the dlrectors. JL

|

My cousin says that housekeeping is very difficult, but one has & feeling

Sw1tzerland appears "to be run efficiently.and equltably.
. for avery ‘restaurant meal for everybody. Not only vegetable gardens (and
some time off ‘to work‘them) but' also much more wheat ralsed then. formerly.

 That is ‘bad - not only the act, but the decelt. -He: admlts that the people«
themsalves are not.doing. enough - but they'have heen underfed and overs=
worked for years. ‘The 1liberal- govarnmenﬁs mast! get together - or 6lss. ...
Thlngs are not going too” smoothly for us w1th Russia - and France may still

/ ’ aople have to cut
down® on things but there is not th&t absence of everything that prevalls
;ﬁationlng is all»emb cing-but effective,
. alting in-queues.

¥

details of themr exch&nge probiems. Knoke notes on thzs wzll be suff;clent.‘

?A i o The cnly country - so far “ that looks normal. Electrlc signs,
~eto. - Little t?afflc, however, .and autos'w1th lxttle attachments {very

B

, 70vely rzde 1n launch -
ate at country inf on water. Cool For the first ‘time since Londom.
meatless days - but good fish. Prices high (52 per cent above prewer), .

that it is a hard-WOrklng, sober people who will pull out before long..

&ext w1nter, hcwever, the coal problem'w1ll be acute.‘ -

. | oA

'July 27

S T
ST el v

<
.

the BIS had there im excsss of fixed figure of 240 milllons)

. that he has a.clear and creditable war record, He woulad 11ke an- tnvesti-

v The only thing
he is concerned about is to provide for his staff, He says he has a group

. that knows more about Burope than any other group, and they should be ut1-

gation. Clear his record and then he would like to resign.

11Eed as‘well as taken caré of.

* The, re&sons the Ge

, Long conference w1th MbKltrick who explained hls entlre war' record.‘
) th@ methods he used in cbtaining the BIS gold from Germany and Italy, the
way he flgured the amount of interest ‘dus -from Germeny .(the: account Ahat

“He: feels

ans kept on paylng 1nterést 1s th&t tho Relchs-

.bank'wanted to keep up its’ eredit. It had difficulties with the. Germen

JZ

Klgettlng the mnney out; That wes Puhl. . -

i

Coupona

Three -
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" The: accounts: ‘of i the.BIS are all in: good shape, exeopt for the
Lnts due frOm Germany which, of courSe, ds their princlpal asset.-

Jacobsson was - also here* nice visit w1th hlm. Not much new.

He and McKitrick are both bitter about Bretton Wooda end McKltrlck
is also opposed to it .as unsound: - (1) Loans are too: easy, will encourage
countrles to lean on  Furid rather than put their-house in. order.- -0ld: argu-
ment. (2). Polltical log-rolling. Serlous problem. :

I gave & lecture on Bretton Wbods ‘at the National Bank at Whlch I
dlscussed the principal issues -raised, " They listened, thought it quite an -
. occasxon. I spoke Engl;sh, they asked questlons An. German. T ’

‘}July 28

: '244.L»Mr. Rossi - one. of the executlve directors of- the Bank, t01d mne
wthat while their discounts were of:little consequence, their discount’
‘policy was. very important. - This for the reason-that when. they declare the
paper of some undertaking.as:eligible: for discount at the National .Bank -
then the enterprise.can borrow. at the banks at a rate related to the dis=
count; rate which is 1 1/2 per cent, . They may-obtain a:rate of 2 or 2 1/2
perlosnt, while otherwise they would have: to pay ‘considerably more. - This
is n!.ot daw - just: custom. I shcmld say that thls wcmld give the, BanL

| enormous power.f BN e

.y Tha Bank sells gold coins at 8 sllght premlum - and buys them at
a little less. Deals with anyona but keaps record Makea its living out .

(et Of the margins.,,- -

‘,',:m'» b

»‘¥ Sw1€zerland. ﬁjﬁff: ot , fT SRR

Lﬁscount rate 1 l/? -

Bill rate in market 1 1/L; , .

“. ..:-Rate on:.bank loang =~-ca 4 per cent - v o Ll
wfng 'uymortgage rate 3 3/h per cent : o o

. The. National Bank has rio short-term Treasury paper and only about 6& milllon
francs of long-term Governmant bonds, more than half of ‘them railroad bonds.
‘ + About theSwiss ba&ance of payment5v~ they have approxlmately 500
milllon francs excess - of -imports -in normal- prewar. years, oovered 300 million
by .income from foreign: ihvestment and the rest by tourists, -Nowy with the
investments largely.gone, they will bs more. dependent on tourists. ~Have
wpressura from the hotel industry. Do L Lo TN A

. - £ .

August h - Roma.‘ Unofficlal 1nterlude

'l' ‘Through-no fault.of" eur ‘own, we have not: had any: official dls~
-cussions- for seversl.days, We.spent one day going to Bein toiget the
nece%sary papers to go to Italy. As. & matter of fact Knoke' had to  stay
behind and do some more talklng because the key person was out of town.,

)
4
i
3
a

——————-—=v v

Se T SRR S
T . - -
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Because no- permlt to refuel. the plane could be obtained. ‘There appeared

auto‘have ‘been' some pilfering of gaa by the local peopIP, so. the army said:

"o more gas" and there-we. weré.; ' No: dne ‘knew what wes- going on;:our,
baggage go% “itself back into-the bus. and- departed for town. ' So we menaged
to{follow on its trail.: - In “town we ‘went ‘to our old: fflend - @ -warrant
officer - to see what :he-could de, but he was ‘out - to. lunch. S0 we went

up with our Hildring letter to see Polletti:~ but he. was ‘out for. the week+
end. Finally, a British Colonel!in shorts but with suthority took charge
of lus, taok us out to lunch-and: arranged for us -to go to - Rome. ‘on.an, Army
plane ‘which-was- taking some Am@rican soldlers b&ck to Italy after B - vialt

‘ to. Swztzerland. U B I SN NN ;~~ -~;; e --"5ﬁ

?
+

After a not unreasonable amount of wamting and fum;ng we dld get
on that,Army plane, “The flight. uver the motnteains. and. the ‘Mediterranean
was lovely; we saw many of -the' towns whose nemes = hoary -with history -
'have ‘been barked at us by the radio only 8 few months ago. La Spezza, Plsa,

~fLeghorn, atos

We arrlved -in Rome azrpert at 6 p.m. and, after soma waltlng, were

5:;given jeep transportatlon ‘t£6 towr ‘and: rooms at: the Grand Hotel, which is
“'ureserved for sanior-of ficers and where we. arei very much on sufferance.

fBut then = we have become. :accustomed "o that. The..hotel .is: in the, luxuriant

_;fstyle of- flfty years: &goy very: elaborate «‘but: now iwith insuffxcient light
..o to live up to .its gilt -and" with an: atmosphere of-elaborate stage setting

- with workmen movihg around, with but:an. ‘occasional actor -wholly or

:7paqtlally dressed for his part -.and- the stage in a d;m and forb;dding

- We . have only had one brief: walk-in Rome and that 1n the dusk -
not enough to form any- impression. except that there are. many, American
soﬂdlers and” English signs. - Beneath: that,. however, one.feels:. that Italian

A liﬁe is going on, and that this'not unfriendly invasion is. only a. pa331ng
--phase in this’ eternal clty. : . :

_ On the way home in: erosslng & square Walter and I- stumbled over an
invi51ble banbed. wire barrier, . No serious damage resulted - but ‘it is 8
ramlnder not o vanture out at night without guidance. S

August 5

Vis1ted Tassa, Treasury representatlve Lt &Embassy, and Ambass&dor

Kirk. Tasca made- engagements for us with people’ we: want to. -see and talked
a good bit about political® ‘parties;, Itts- compl;cated and not worth while -
80 H asked whether Italians had’ eriough-to eaty.. Then he gave us. useful re-

J'ferences end indicated that the food situation was desperately bad. . (800

or 900 calories a day when 2200 ere considered. an adequate m;nimum) Coal
shortage next w1nter will be very bad. »

One thing is warth noting about parties. labels are m;sleadlng 1ike

_ iﬁ«Franca. -Démocratic party is- monarchlst, ‘liberal party is ,the most re-
aotionary, communlst party .comprises some Moscow-minded communlsts but also
many moderate, &rdent cathollc, and natlonallstic people. Very much in flux.

o
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FEpERAL RESERVE BANK

oF NEw YORK

August 20, A 1945

Hon. M. 8. Eccles, Chairmsn,
Board of Governors of the
'~ Federal Reserve System,
Washington 25, D. C,

~ Dear Chairman Eccles:

?ﬁ Iﬁ FILE., SE"TIOE

e 05/71945

| ,.‘S—w&. “?;w - * j

CEnR RIRSrLATION

Enclosed is a copy of letter received this morning ™

from Mr. Knoke, containing some interésting. information about #-
.his visit to Roine. He thought y'ou. might be interested ‘in

s 1ts'contents,v so I am sending it to Y°u’in - Spréults

‘absence.
Very truly yours,
L. R. Rounds, )
First Vice President.
Enclosure

g b o 1

FOR FILES
A. L. Yates
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Rome i S Tiai g ‘Wwé
August 9, 1945

'Déar Allan,

As you will have gathered from my cables our trip from Zurich to Rome,

which in more normal times would have taken overnight, required more than two days.

It wasL in fact, only by chance that we were able to make it in that time. After a
very pleasant trip from Zurich to Chiasso by Swiss train, we ran into difficulties

at the Italian border, but were finally successful in getting the Army to provide us
with a| jeep to take us to Milan. There we were obliged to wait almost two days for
transportation to Rome. During that time we had an oppcrtunity to make a brief call
on the Banca d'Italia's branch there and to look over the city which is pretty badly
bombed | out. The rubble, however, has been removed from the main thoroughfares and the
street|cars seem to be functioning fairly satisfactorily. After a couple of false
starts we finally left Milan Saturday afternoon on an Army P-47, which took us to Rome,
where we are put up at the Grand Hotel, requisitioned by the Allied Military.

Despite the difficulties in reaching Rome, we are convinced that our stop
here has been worthwhile. Through arrangements made by Mr. Tasca, the U. S. Treasury
represenﬁatlve here, we have talked to the Italiam Minister of Finance, the Minister

. of Recénstrnctlon, and the Undersecretary of the T easury (in the absence of the new
Mlnzster, Ricei). Our most productive conv A s however, have been with Governor
Elnaudi Director General Introna, and o OINcikls of the Banca d'Italia. They all
seen ggnulnely appreciative of our visi X th&Qopportunity to renew contacts and
dlscus§ their problems. ‘ ‘

was killed in an accldentiibut decl\l L. IMicci was appointed ingtead. Introna

has been with the bank forVYgome 50 xg) d has the reputaticn of an able and courageous
admlnistrator. During the N : fh control, he is known to have attempted many
blocking measures, which alth\,gh noif always successful clearly indicated his sympathies.

" As in France and Sw1tzerland, the number one obstacle to economic recovery
in Italy seems to be coal, although food and raw materials are also urgently needed.
In the industrial north, about 80 per cent of the factories are in good shape despite
the warL but few have been able to resume production because of the lack of coal and,
to a lesser extent, of raw materials. Through the pressure of the labor movement,
the facporles have been obliged to retain many times the number of workers for which
there is work. This is not only resulting in a drain on the resources of the factories,
which Elnaudl thinks will not be able to bear this burden much longer, but is also
1nterfer1ng with such production as can be undertaken. Political discussions, we are

told, are rampant, and each day "the discussions become more red".

i Thls unhealthy atmosphere has also slowed up the current sale of 5 per cent

.5 year Treasury bonds, which were sold in the south to yield 6.15 per cent and are now being
offered’ in the north to yield 5.8 per cent a year. In the south, subscriptions have
totaled|33 billion lire and it was hoped that an additional 50 billions would be raised

in the north. It is now expected, however, that only about 40 billions will be sold

there, giving a total of around 75 billions, or about 20 per cent of money now in. cir-
culation. Money at 6 per cent is, of course, pretty dear, but part of the Government's

need islobtained at 4—4 per cent by means of time deposits (at present abcut 125 billions)

e

FOR FILED i
A. L. Vaves i
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held by commercial banks with the Banca d'Italia; such deposits, until recently, were
compulsory, but now seem to be continued by means of gentls moral pressure.

\ The way the Germans financed themselves in Italy during the war was similar
to [that applied in France, namely, by means of exacting contributions, origlnally '
7 billion lire a month, but finally 12 billions. The total thus exacted is in the
nelghborhood of 190 billions.

1 ,
"~ From our limited observation, prices seem to be high in Italy, but not as

high as they are in France. 'The cost of a good lunch, for instance, which we had
here, was about $6 per person, compared with $18 for a poor one, which friends of mine
had|in Paris. Although accurate measurement is difficult owing to wide price
dlfferentials even between neighboring towns resulting from lack of transportation,
it %ppears that the upward trend in prices (taking the black market into account) has
been more pronounced in the south than in the north. The cost of living in Rome, for
instance, is said to be about 50 per cent higher than in Milan. Wages are also higher
in the south, although recent increases in the north have narrowed the gap somewhai.
Generally speaking, prices seem to be more than five times the prewar level. Einaudi,
therefore, and others at the bank are of the opinign that the lira is overvalued at
the present rate and foresee great difficulties inlyresuming exporis. Imporis also
present a problem, since it is realized thatye unden present conditions, the purchase of
goods abroad at the current rate and salewe ulfl only further eunrich the black
market operators. £Einaudi, however, se X ;
at least, but talks of the possibil ~ ble rijes for different purposes, some-
what a la Venezuela, I should imadf ‘ / ' ' '

glnnlng of the war, only =
control. How much w1ll

made to Governor Azzolini,

According to Introna,‘:”;g'have no questions to ask regarding the bank's
account with us. They have, they say, complied with the suggestions made by us in
connectlon with certifications, etc.,end advised us accordingly by letter. They ardently
hope that the Italian account now carried on the books of the Treasury (several hundred
mllllons) may, before long, be merged with that on our books.

They are hungry for information from abroad, which has been completely lacking
i for years now. No papers, no periodicals, no statisticel data, just nothing; hence, our
long cable on B.I.S. data which we offered to send when they indicated the need for
the information in connection with their present study of the domestic price level.

Coming from Switzerland where the economic problems are probably only tempo-

. rary, ftaly's future looks pretty dismal to us, partlcularly during the coming winter.

AN

due——-g
Sincerely,

(Signed) Werner

S -
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August 8, 1945.

Hon. M. S. Eccles, Chairmen, =~ e

Board of Governors of the

Federal Reserve Systen,

Washington 25, D.C.

Dear Chairman Eccles:

‘Enclosed is & copy of letter received this morning from

Mr. Knoke, containing some intéresting information about his visit to
Zurich. Dr. Goldenweiser and he thought you might be interested in its

contents, so I am sending it to you in Mr. Sproul'!'s absence.

. Very truly yours,

L. R. Rounds,
First Vice President.

,» re FOR FILES
f Enclosure A L. Yotes
b »
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After atan&ing up the better part of 6 honrs on the train from Paris teo
Mjm, then walking from 2 A.H. to § AN, .on the platforn at Dijon and with ne
food for 18 nours, we arrived in Zurich exscily 24 hours after leaving Paris, In
3@1@3&1@& we found a veritable Paredise, a peaceful (politically as well ae
saonan&anily);_ taland in the mfdst of war ridden Europe. We have met Weber, Hirs,
Rossy (the three members of the Directorium), Backmann, Pfemninger, Gautier, and
nany otherg. Apart from a mmber of lunch and dinner invitations and a trip en’
8aisnrday o Imaam@ with its nnparalleled beaaty. o the Pilatus, and to the
Burgmntmk, on which Weber, Hirs, and Rossy took us as their guests, the Bational
Bsnk‘ has bent smry affm to do mrythiag po&sﬁbla i’or us a.na to ehew and w.u.
srything of | ik . e

quid pre que which t.huy seen o mwt cf ug 13 to answer an endlmas
nwabaw of c;mations about conditiona in the States and particulsrly about what they
nay exp&c‘k of our Trmry in m fntnro 'rhay are tarribl-.y wrr&ed &h@u# the

‘&Wmniw ‘ha‘ cut down 1t-a fmiga a8y
one podnt they naver tire of harping.en
here at present consuming the Swk

incresse their hlosked izal ings {n

g in dollars which further
gners rwm hava & mm&l mmanca.

bread, It is'all m but ritioded. :eammw, t&m&r mﬁmmg g i‘a
fsim‘r than eurs in that {4 aovlers.asm gty and hotels and Lt works ysrfaatly.
Ha mals, balwry pmﬂuﬁa, or oandy Wre sold without Lirst receiving coupons, Ne

ivy (he necessary number of coupons indicated
‘ ) ?mms are quite high, not in comparison with

cm,‘ but in camyarison witéa fagas’and salsries here and compared with 1938, for

ingtance, when I wae last hem, Tho window dieplays are excellent and the prover-

bial Sv:kas mtmaa striking, eapmia}.ly for t.ham who come from Faris and even. from.

Lenﬁm 4

} IR
. 1 . A8 I s&id Wem, ﬁwitmm& :La -8 Bm&&ao, -8 mﬂtahio eam t-he m:?:n

He 59618 ta find & measure of.‘ canaolat.ian in the fact that his partfn«m canma

no Gmmemmem; ‘sacuritisg®, whereas'ws heve more than 26 billions dollars of them,
The prasmnﬁ status of employment is good and plams are completed to mest the pcams—-
bmty of sny future unemploymont. Accerding to Weber the crope are bad, altheugh

. Schnorf, his fermer assooiate at the bank;" &ainw.ns they are good,

While our gold holdings decreasse, théﬁ.rs incresse zo that the National
Bank has now decided to sell Swise gold coin t9 anybody who wants it (at a profit
to mi bmm of about 10 per cent, maidentally).. In this way Weber hopes to withdraw -

»*Tha%:iamtqn&tsrigﬁt,mmlam ‘mabmkamwheléamsmnmmef

lang tern obligations.

2 AW T NP
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] _We woum nave :wﬁ for Pe :La yustarda.y_if 1t had not tmn for. zha'wm xpecmd

;*.z;gg?a; all for today, mvarybody ia fina and I hope the sam for yw.

As sver, ahwomly,
Qﬁisxwd) Herner

- # 1 have just returned from the: Amri:mn dmgation and am hépeful, hut not aum,
that t»he trip to Italy will offer no fnrther diffieultiea.

FOR FILES
A. L. Yates
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CONFIDENTIAL

Copy No. 4™

" FINAL REPORT ON TOUR OF EYROPEAN CENTRAL BANKS

July 1 to September 22, 1945

by Messrs. E. A, Goldenweiser
‘ L. W, Knoke
V. H, Rozell, dJr. .

Federal Réserve'System
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SWITZERLAND

~ July 24 - August 2

On the surface Switzerland seems to have been llttle touched by

the war, In fact, its natural beauty and orderly llfe now are all the more

apparent in contrast to conditions existing in nelghboring countrles. In |

| July 1945 the cities were. brxrbantly 111um1nated at nlght, the rallway 5ys~
tgm, most of" whlch is electr1f1ed operated smoothly and efflclently, and
’Athe hotel industry, although experiencing dlfflcultles because of certaln
food shortages, had managed in general not to fall too far short of its pre-
war standards. Retail stores_seemeo well stocked.w1th.merchandlse, includ- |
ing such prewar luxuries as caoefas,_watches, and silk'otockings, which had
1opg sinoe'disappeared from the Amorican market. Our experieoce”indicated
thgt food was fairly plentifui, except for meat;‘éome;dainyprooucts, and
imported items suoh as sugarvahd ooffee} |

That food was adeqﬁate,and eouitably distributed in a country.

. which before the war imported abouﬁ 45 per cent of its'neéds oén be attribu~

te? primarily to two measures taken by the government during the war. The
first was the introduction of a highly efficient rationing system, largely
onja point basis., ﬂnllke our rationlng, the Sw1ss system covered all food
consumed in restaurants and hotels, as well as that purchased in retail

stores for home consumptlon. Nealsvin restaurants carrled varylng point

values and coupons ‘had to be. surrendered vefore the meal was served Ve

‘were told, throughout Switzerland that there had been lzttle evidence of
black market operations, |

The second measureytakeﬁvby the’goﬁernment‘to provide for on‘adeQ
’Xquate fooo supply Wwas an over—ali plan to utiiize éli available acreage for
the production of food, Wheréver oossible,'dairy-forméro and vineyardzowners

had| been obliged to(groﬁ graihs,vparticularly wheat, As a result of this
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program, acreage under cultivation rose from 460,000 acres in 1941 to about

l,lOé,OOO acres in 1944. This, of COurse; had beeh a costlj undertaking
ané was met withteome opposition on the part of dairy farmers, who found
‘their new assignment eonsiderably more arduoﬁs’than £heir former oeeupation
to which both they and the topography of the land were better adapted. ‘Fur— '
thermore, the frequent calls for military service had often hindered produc-
tiﬂn, even though~the government, hadeattempted to regulate the periods of
service So as not to coinc1de with the farming seasons. Despite the dlff1~
culkles involved, however, this concentratlon on the production of baszc
foodstuffs d1d much to insure an adequate supply in the face of greatly re=- |
str;cted imports; This wartlme exped1ent was not expected~to create,any
pos&war preblems; Although;the confederatiOn, under the pressufe of the
politically st:ong farm bloc;‘was purchasing the wheat at a price about
100 per cent above the world prlce 1t was anticipated that most farmers,
through preference, would reconvert, to dairy and v1neyard farmzng ‘as’ soon
as the government controls. were removed, |

] In addition to these measures, all individuals were requlred to
raise "victory“ gardens and city werkers llving in the suburbs were usually ]
.given time off to tend these home gardens, This naturally had helpedito ,
augﬁénﬁ the food supply during the summer months, . |
As far as daily.life was concerned, probably'the,greateet need was
for.coal an acute shortege of which was again threatened for the winter.

‘As in the case of food, however, some orecautlons had been taken and neat

piles of cord wood were in evidence outside moet prlvate homes.

Banque Nationale_Suiese

We were extremely'ﬁell reeeiied‘atxthe Banque Nationale Suisse
and Mr. Weber, President of the Board of Management together with Messrs.

Hirs and Rossy, his two colleagues on the Board took great palns to. outline
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" to us Switzerland's economic problems. Helpful assistance was also given

by Messrs., Gautier an& Ptenninger; bdth‘qf whom,hsd been in the ﬁnited
' States as the Banqns Nationale Suisse's representatives.. V
- A1 Were“greaﬁly di sturbed ovsr the blockingfsf Swiss assets in
the| United States and the growing friction with onr Treasury Department in-.
dicating that Swizerland was still under suspicion of conceallng German
assets.. Although it was made amply clear by us that it was not the purpose
of our mission to attempt to find a solution of the blocking problems,lr.

" Weber and ‘his associates assiduously explained their position in the matter.
They discussed quite frankly many of the wartime dealings with the Reichs— ‘
bank, As to their purchases of gold from Germany during the war, theyex—
plained that, since Switzerland for many years had had a free gold market
it nad not been pos31ble to discriminate bstween sellers, and Switzerland

had been obligated to acéept incoming gold~regardléss of the exporting coun-

try. The Swiss authorities, presumably realizing fhe réactionvtheir pur~ -
chases wnuldnhave upsn the Allies, hsd'asked>for aésufances from Gefmany -
that the gold was coming from the latter's own holdings. Thsse assufances,
according to the Swiss, had been given. As far as thelSw1ss werevconserned,
‘the proceeds of the gold sold by Germany in Switzerland were crsdited oniy ‘
to the Reichsbank account at the Banque Nationsle Suisse, The Swissvrsalized,'
however, that the'Reidhsbsnk,cquld, and_in~fact.qid; subseqnently.transfer
Swiss francs 50 dbtained~to Swiss.conmercial’banks;for account of Portugal
and Spain. | ‘ | |

| 'i At the time of our visit the SWlSS authorites, at ‘the 1nsistence
of the Uni ted States Foreign Funds‘Control,.were‘undertaking a cénsus to
deﬁermine the amount ofiGerman assets in Switzerland. .Ou; Fofeign Funds
Control authéfities; however,,rightly.or‘wrnngly sesmed‘tO‘befsceptical of

" the completeness of the statistics obtained in the census.
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Sw1tzerland's present finan01al predlcament has, of course, arisen,

a large degree, from its tradltional role of banker for Europe whlch had

not only brought on the blocklng of her 3ssets in Allied countries, but also
had resulted in heavy loéseS‘sustained'on SwiSS investmenﬁs,abroad, particu-

lafly.in Germany. - Following the introduction of German exchange‘cpntrol'in

19§1'some of the Swiss commercial’banks had writtén off their Cerman assets

as.worthless Others, however had continued to carry the German invest-

wit

was

whe

me?ts on their books and a number of the latter banks are now exnerlencing

dlfficultles. Several well known banking houses, in fact, had to be_merged

h other firms at the time we were in SWitzérland ‘ConseQuently, there
a strono feeling of doubt -- at least at the Banque NatlonakaSulsse ——

ther Switzerland should attempt to resume its role of international

banker - Some of the commercial bankers, however, naturally felt differently

sin

th?

for
fut

div

ce the international banking business had been an important source of
ir income in the past.
Therg seemed to be no such difference of opinion as to the need
a postwar export of Swiss capital. 4It was‘reaiized, however, that in the
ure 3wiss.overseas invesémeﬁts wéuld havé to be better distributed and

ersified Before the war Sw1tzerland's 1nvestments had been concentrated

largely. in Germany,‘France, and the United States,and w1th the advent of the

war

the bulk of these assets was either lost or (in the case of the Unlted

States) immobillzed through blocklng.

of

rea

Switzerland's desire to resume the expdrt of capital, in the face
some uhfortunéte experiences in the past seems to be due to a number of

Eons. First, Swiﬁzeriand is weli aware that trade with her war-torn

nei

ghbofs depends upon the extension of credit. Monetary apreements have

been made with Frénée'and Belgium-Luxembourg, patterned after the British

agr

cements with these countries, In July 1945 negotiations were also under
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way for an agreement with the Netherlands, and an Italian deiegation was in

Swi;zerlaﬁd for the purpose of negotiatihg an accord;é/ Although the agree-
. mé&ts already concludéd provide for a mutual exchange of currencies, the
Swiss are under no illﬁsions-that,'for the present at least, they represeht .
anything more than a line §f credit, since the balance of trade will be in
'Switzerland's favor, . Undef the accord with Belgium, for example, exports
- from Belgiﬁm are Edhtingént upon Bélgian productioﬁ reaéhing certaihllevelsj
’eiports of metals will be made: only after production has reached 75 per cent
| f the 1938 level. |

That returns on overseas investments have always been an important:

source . of income in ihe‘Swiss balance. of internatiohal’paymenfs is another
factor tending now to favor an expért of capital. 'In normal prewar years
incéme on foreign investments émounted to roughly 300 million Swiss francs.
This, together with around 200 million deQ;ved from the foreign tourist
tfaée, about covered the "adverse" trade baiaﬁce; With a good part of the
pre@ar investmenté dissipated, the building up of new sound igvestments
abfoad is oneVof the prerequisites for Bringing the balancevof payments into
equilibrium in the postwar years,

In the domestic field, the Banqueé Nationale Suisse officials were

concerned over the disrhptive effects of the war on the ﬁatiénai econonmy and
the reéultant threat of an inflationary spirall Money in circulation had

risen from 1,7 billion Swiss francs:in'July 1939 to B.S,billion in Julﬁ 1945
and has since increased to nearly 4 biilion. it is estimatéd that abéut one

half| of this volume would be commensurate with present economic conditions

and that the remainder is hoarded in Switzerland or abroad, The Swiss au-
thorities take some consolation in the fact that this increase, percentage-

" wise, is less than the fise in circulation in the United States, but say

o/ The owi:ss-ltalian Agreement‘as yvet has not been compleﬁed,Alargely owing to
the opposition of the Allied Commission in Italy. *
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that they are not accustomed to such "astronomlcal" figures. ‘Thé general
level of wholesale prices in Switzerland more than doubled during the war
and the cost of living, according to the official index,Aincreased‘about

' 50 per cént.' | |

The Swiss rightly attribute their économic'diffiduities primarily
to ja strangulation of imports, which declined froﬁ 7.5 billion tons in 1938

'to 2,6 billion tons in 19&4.2/ Furthermore, .as a result of the blocking con-

tfo; in the United States, the Swiss have found that their exports, fo: which
a s%rong demand has’continued, have resulted only in the accumulation of
bl§cked assets abroad; To cope with this situétion,_the.Swiss have pursued
a well-defined policy of converting into gold, for earmark in Néw’York,-dol~
lar| exchange accruing to:them duriﬁg the war. As a result, Swiss holdings
df §hort'term dollar assets have}held‘steady at around $200-$300 million,

| o

Swiss gold reserves, on the other hand, rose by the equivalent of $517 mil-

lion to $1,104vmiilion§/ between the end of August 1939 and December 1945
(the latest available date), Of the total, the bulk, or $739 million, was

N

hel?.under earmark in New York, WiﬁhArespect‘to gold held at home, we were
tolé that during the war Switzerland moved at least part of‘it to the Alps
where it was hidden. @ithinAone week after the first shipment was made,
neﬁspapers barried thevsfory, the operation having been traced by German es~
pioqage_ A‘subseqﬁent shipment was moved under the 1abe1'§f ammﬁnition and

a yéar later the railroad sued for, and obtained, the difference in freight

resulting from undervaluation,

7/ Owing to ri81ng prices, the decllne in vaIue was only from 1 ) bllllOn
Swiss francs to 1.2 billion francs.

8/ fn addition, some gold is now-held by the Swiss Confederation. This appar-
ently is a more or less temporary measure, arising from the arrangement '
(inspired by political considerations) whereby 50 per cent of the dollar -
proceeds of Swiss exports are taken over by the Banque Nationale Suisse

_ against Swiss francs credited to blocked accounts of exporters, Gold pur-
. . chased with the dollars so -acquired is turned over to the Confederation,
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. As a means of_ﬁtilizing hey gold.resérves, Switzerland has, in
adcition to.éncouraging its use in industry and the arts, engaged in a pro-
gram of minting coins, which are so}d to the publiC’ét a‘profit of about
ten per cent to the central bank, It was hoped that from 80 to 100 mi11ion
Swiss francs a yeaf couldAbe withdramn from circulation in this way,
As a consequence of thé.accnmulétion‘ofvblockédvassets abroad and
theiinability to import rawlmaterials, there has developed a étrong reluc-
@ance,to export meréhandise or otherwise sell Swiss substaﬁce to foreigners.
This reiuctance seemed deep—éeated and gppeared-in manyvformsf‘ For example,
when, through the efforts of the United States Armf, arrangeménts were made
for| our troops to take short leaves in Switzerland, their numbef was limited
by the Swiss to 800 a day until the total reached 5, OOO and the amount of

francs made available agalnst dollars was restrlcted to 150 francs (about

#35) for each soldier, over and above the cost of board, billets, and trans-
portation.

. Thus, in Switzerland one saw during the summer of 1945 the rather

unusual picture of a country extremely hesitant to sell abroad and bending
every effort to import and cut domn its foreign'aSSets. It provides an
illgstration of the obvious, but often misuﬁderstood fact that an export
surplus is, per se, not always a necessmty for economic stability, but in
fact, can lead to 1nstability. Switzerland fully reallzes.that 1mports are
her first requirement fcr recovery, Most of Switzerland's problgms, however,
would appear to be largély of a temporary nature; With the removal of the
wartime obstacles to shipping and civilian ﬁroducti§n abroad, and with the
release of her foreign assets now blobked; Switzerland ﬁill,again be able
to replenish her supplies and remove‘the threat of inflation, §robably he:
. greatest economic fear during the war, Barring unforeseen develoﬁments,

Swiyzerlandis economic future would, therefore, appear to be promising.

206140




|~ DECLASSIFED _
J@haﬁ@ 1) 17 Orﬁ
By_ L0 NARA Dzie /2B

35
ITALY

~ August 2-10 ’
Owiﬁg largely to Italy's undetermined diplomatic status vis-a-vis

this country, no plans had been made originally to include Italy in our

European tour. OSubsequent political developmenis, however, including steps
leading to the return of Italy to the "family of nations", made it seem
advisable for us to visit the Banca d'Italia, even though;'as was expected,
fhe dif:iculties of travel to and from Italy added two weeks to our trip.
Tuigi ﬁinaudi, the newly appointed Governor'of the bank, expfessed himself
as highly pleased with our visit and all the officials discussed their prob-
- lems frankly and helped to make our stay profitable and interesting,

With conditions as unsettled as they were in the summer of 1945,
it |is, of course, difficult and hazardous to draw any general conclusion on
the basis of a few days' study. The‘difficulﬁies involved perhaps are em-
phasized by a minﬁr incident in Milan, where we were delayed for two days in

transit from Zurich to Rome. Milan had suffered much damage toward the end-

of the war as a result of street fighting and Alliéd bombing; On many of

the devastated buildings, which were numerous, legendshad been scrawled:
"This bullding was destroyed by our‘Anglo-Saxon.1iberators.“ At first blush,
thig wonld seem to indicate strong Italian resentment to the Allied inva-
sion, Further investigation, howéver,,brought‘out the fact that these
legends were the work of fasciét propagandists in the last days qf the fight-
ing| and did not reflect feeling against the Allied forces by the'rank and
file of Ttalians. |

Political and’economiq‘conditions in Italy presented many obstacleg
to a speedy recovery, As might be expected after 23 years of fascist rule

and |the suppression of all other political parties, the political scene last
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restoratlon of export trade;-/ As an example, it was pointed out that

there was a market in Switzerland for Itallan vermouth at 3 Swiss francs a
liter, equivalent to about 70 l;rg. To make a liter of vermouth, however,
required three liters of winé, each costing 70 lire to produce in Italy. It
was realized,Aof course, that as long as Italy was impoftinglpn balance, an
over-valued lira had certain édvantages. Even here, however, problems had

arisen with respect to goods imported by the government; If the merchandise

were sold in Italy at the import price, converted at the official rate, the
price would be well beiow the local market and a handsome profit would ac~

crue to importers and black marke% operators,

Banca d'Ttalia

The new administrative staff of the Banca d'Italia, which was hand-

piéked by the Allied Commission, impressed us as being composed of capable.
and highly regarded men. Governofinnaudi, whq spent several years in exile
in|Switzerland, enjoys the“respect‘of the Italian pégple and, beiﬁg one of
Itély's outsténding economists, has a high academic standing, He is mpst
ea%nest and greétly concerned dvef the preéent plight bf his country. Mr.
Niceolo Ihtrona, the Direétorkﬁeﬁerai, has been with the bank for 50 years
and has the reputation of being angable administrator. He is known to 59
firm and courageous in his dealings, and is said t§ ﬁave-éountermanded many
of |former . Governor Assolini's orders, prevented the burning of notes and
securities as instructed by the Germans, and slowed up the delivery of gold
~and currency'to the Germans. He was placed in:charge of the bank as‘Com-

. missioner by the Allied Commission<as soon as Rome ﬁas.liberated.‘ Giofgio

'Cigliana, who before the war was in New York as assistant to Mr. Podesta,

10/ Recent reports indicate that a subsidy of 125 lire per dollar is now being

‘paid to Ttalian exporters over and above the official rate of 100 lire to
the dollar, TItalian importers, on the other hand, are obliged to pay 125
lire as a surcharge on the off101a1 rate in arder to obtain the. necessary
dollar exchange. . -
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the Banca detalia's representative, had been appointed as special assis-
tant to the Governor, with the backing of the Allied military authorities.

It was the feeling of Governor Einaudi that the Banca d'Italia,

which‘under the fascist regime had been eclipsed completely by the Italian
‘ Téeasury; could now regain its former position. The old National Insﬁitute
f@r Foreign Exchange (Istcambij has been réplabed by a new agency, the
Iéalian Exchange_Insti£ute (Italcambi), of whichinnaudi is chairman and
iqtrong one of the directofs. The funds for the new institute, which in
géneral is responsiblé for the operatioh of the foreign exchange control,
were furnished by the Banca d'Italia and, we understand all accounts of the
new institute are carried abroad in the name of the Banca d‘Italia.

Governor Einaudi and mémbers of his staff took cons;derable palns
to outline many of the bank's operations durlng the war, particularly during

the period of German occupation, At the beginning of the war the Ttalian
ngd reserves amounted'ton25 tons, equivalent to about @141,OOO,OOO.V of
this amount 23 tons, or $26,000)QOO, were'uséd in settlement of prewar lia-
bﬁliﬁies of the‘Italian Government to Swiss commercial bahks and the Bénk
fcr Internatlonal Settlements. A total of around. 75 tons (about- hBA,OOO 000)
was turned over to Germany and its whereabouts was still unknown at the

time of our visit to Rome. The remainder -~ about 25‘tcns (328,000,000) -
of the prewaf‘gold stock was shipped to the nqrthérn pért of Italy where it
was cacﬁed in a fértfess under one German and two Italian keys; This gold

S

mas taken over by the United States Fifth Army in its drive north and was

sﬁbsequently returned to Rome; Last August thé gold was stored in £he vaults
of the Banca d'Italia under the control of the‘Allied Commission,

In addition’to the seizure of Italian gold, the Germ;ns financed
themselves in Italy by 1évying Ycontributions" in muchkfhe same manner as

was done in other occupied countries, TheAnécessary‘funds were‘provided by
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the Italian Treasury through the sale of Treasury bills and were credited

- to German account at the Banca d’Italla. ITtaly's total “contributions"

under this arrangement amounted to 190 billion 11re. Starting;at the rate'.
of 7 billion lire a month-during the last three months of.1943,'this levy
was ralsed to 10 billion a month in. 19&4 and to 12 blllion in each of the
first four months of 1945, The Banca d'Italia reportedly employed slowe
down tactics in furnishing its branches with the necessary currency andias

| a result, with the expulsion of the Germans in‘thenspring of 1945, 8 billion

1%re were held invan account due to Germany, Mﬁch'to the apparent surprise ‘
of the Italians, this account had been blocked by the Allied commission on
tée grounds that 1t represented German assets; The question, however, was -
under discuSSion with the Allied military authorities last August and a

] tisfactory settlement was exnected |

k The threat of a run—awav inflation was one of the chlef concerns
of the Italian as well as of the Allied military authorities. Owing in
large part to advances by the Banca d'Italia to'the Italian Treasury,.the

government debt had risen from 132 billion lire in December 1939 to over -

850 billion by V-E Day, Total deposits held by. the Ttalian banks, includ-

1ng savings banks, amounted to roughly 500 billion lire 1ast August Of
this amount, 50 per cent was invested in ehort and long term government se-
curities, 25 per cent‘in private loans, and the remaining,25 per cent was
held as time deposits with the Banca d'Italia at from 4 to 4 1/2 per cent .
- per annum, Thé latter depositslwere on a voluntary basie but' in effect,
'represented 1oans to the government at 4 1/2 per cent, since the government
borrowed from the Banca d'Italia at that rate, - As to the reason for the
.oonmerc1al banks' preference in- keeping this. volume of funds on- deposit w1th |
the central bank rather than invested in government.securities paying 5 per h

' cent, we were told that it was due primarily to the fact that the,commercial
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SWEDEN

August 22 - 30

Our seven-day stay in Sweden offered us an opportunity to gain a

gliﬁpse of the fﬁnctioning of Sweden's planned economy during the war and
her plans for meeting postwar problems in the international field, Thrpugb
the efforts of both Governor Rooth of the Riksbank and H:; Herschel V.
Jghnson, our Miniéter to Sweden, we were able to meet a Wide'and represen=
.tétive\grdup of government officials, commercial bankers, and‘industfialists.
In addition to the officers of the Riksbank, the Swedish Government offi-
cials with whom discussions were held included Finance Minister Wigforss;
'Mr. Hammarskjold, the young and very able Undersecretary of Finance and
Chairman of the Board of‘the‘lesbank;‘Professors Chlin and Myrdahl, who
succeeded each other as Miniéter of Commerce and whose debates in Parliameﬁt
have done much to focus attention on tﬁe probiems ahead; and‘Mr Bergwald,
Chairman of the Price Control Board- Conversatlons were also held with two
offlcers of the newly reorganlzed National Bank of Poland, the General Manager .
of the Landsbanki Islands (Iceland), and the Governor and an economist of

the Finlands Bank, all of whom happeped to be in Stockholm, |

| ~~ Daily life in Sweden, aé in Switzerland, was in strikiﬁgfcontrast
to that in 1ibefated Eufope. Signs of wartime shorﬁages naturally were

evident, All food was rationed and certain imported items such as coffee

and sugar were relatively scérce. Clothing -- particul&rly shoes -~‘was
limited, though adequate, Sweden was also laboring under a shortage of
coLl, but, unlike most countries, she was in the f@rtunate position of hav-
in% easily accessible timber reserves on which to draw. ‘Even in the summer
mﬁgt of the streets in Stockholﬁ wére lined with rows of firewbod, which had
been brought down from‘ﬁhe north in preparation for the coming winter, 1In |

addition to supplying heat, Sweden's timber had also made it possible for

v
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Rrice index by 50 per cent.  The genefgl level of industrial wages advanced
57 per cen£ between l939iand l?éd,iaﬁd the further demands of labor during
@he first five months of 1945 resulted in an additional inerease of 4 per
éent. '

As a result of the enforced curtailment of imports from the west=-

ern countries, together with an inflow of capital in the early stages of

the war; Sweden has accumulated substantial amounts of dollar exchange and

'gold during the past six years, Much of the dollars so'aéquired has been
éonvefted into gold to bé held under earmark at the Federal Reserve Bank of
ﬁew Ybrk. While.there was no well défined‘program, these conversions were
motivated by the general policy of keeping Sweden's reserves in this country

|

about evenly divided between dollars and gold, As of the end of August 1945
Jweden!s total holdings of short term dollar assets amounted to $194 mlllion,v
$50 million above‘thé level at the beginning'bf the waf; The bulk, over
$150 million, of these holdings repfesented officiai dollér reserves, Re~
flecting the‘convérsion of much of the current accumulations of dollar ex?
cﬁange int§ gold, the total of gold held under earmark in New York for ac-
cgunt of the Riksbank‘rosé $89 miliibn dufing the war to the current level
o& $177 million. | |

Sweden's total published gold reserves increased by the equivalent
of $124 million (nét) in the six years eﬁded Aﬁgust 1945 to $479‘miilion.
This represented a record high level and was more than three times the war-

tlme low reached in October 1940. In addition to the publlshed total we

were informed confidentlally that some gold was held in a. secret reserve,

As to the distribution of the published total, about $78 milllon

was héld in Sweden last summer, Of the roughly $400 million of gold held
abroad, the largest amount was the $177 million earmarked in New York, An

additional $160 million was in South Africa and represented newly mined
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gold which Sweden had purehased from‘the British at the official price of

168 shillings an ounce (equivalent to'$33.81 an ounce). Aeout $35 million
_'o¥‘gold was also held in Canada, $23 million in Switzerland, and $2 million .
iﬁ Argentina, the latter representing the conversion of pesos arising under
the tfade agreement with Argentina. A small amount, due from the Bank for

',International Settlements, was held in London.
In the internatloeal field perhaps the mostvsignificant develop-

ment in Sweden has been the large-scale progfam of financial assistance to

other Europeah countries, ‘From the beginning of the war in Europe to the

fell of 1945, the Swedish Parliament had voted a total of over 2.5 billion
kgonor of credits and gifts for reconstruction and similar purposes. This

amount represented nearly 20 per cent of Sweden{s national income and was

eiual to her total\government expenditﬁres for two pfewar years. This lend-
ing program began in October 1943, when the Riksdag was asked for aﬁ initial
appropriation of 100 mlllion “kronor, Although at that time it was declided

| that in view of Sweden's limited economy her assistance would have to be

confined primarily to the Northern Countries with which Sweden has always '

th very clbse'culturalland-economic ties, the program'since has been ex-

panded to include most of the liberated countries of Europe.

The Northern Countries have been the principal recipients., The

largest rehabilitation credit - 380 million kronor -- was ‘given to Norway.

0f the total, 150 million kronor, which are to be used for aiding Norwegian

refugees, are free of interest and are in the nature of a gift'since~repayb

ment is left entirely up to Norway. In addition to the credits in kronor,

Sweden has agreed to accept payments from Norway in pound sterling up‘to an
aggregate amount of 160 million kronor, in connection with the Norwegian
shipbuildihg,program in Sweden, Credits to Denmark have amounted to 230

million kronor, of which 50 million kronor for aid to refugees are also
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agreement, it is undersﬁood that some linderstanding has been arrived at as
tL the amount of the other's currency each will accumulate,

All these agreements are bilateral in nature., As Sweden has a
highly developed foreign trade, those responsible for the operation of Sweden's
planned economy feel that her best interests lie in the direction of free and
multllateral trade, Atthe present junctlon, however, she has been obllged
to bow to prevailing condltlons and realizes that the resumpt10n~of world
tlade on a multilaterai,basis must awalt the development of infernationalv‘
cdoperation. For this reéson Sweden is.watchjngiwith interest the organi-
A‘zétion of the various internatlonal bodles. |
By the. time of our visit it was felt that Sweden had reached the

1imit of its abllity to extend foreign credits and in so doxng had stretched
iﬁs~ebonomy to the utﬁost It was fully realized that foreign credits were
fbr exports and that to export without being able to import resulted in g
1753 ‘of goods and a growth of the money supply, whlch.aggravated the danger
of iﬁflation. The ecoﬁomy was considered to bevfinely_balanced and any de-
velépment such as a furtheffise in wages could set off an inflationary spiral,
La}gely aé a result of deliveries undér the foreign lending program, Swedish
'ex?orts dufing 1945 exceeded imports by a record amount eQuivélent to 149
million. This compared'ﬁith an import surplus of $209 million in 1944. In
the summer of 1945 SWéden‘still had éome reserves of raw matefials, but in
thF absence of imports‘it was believed that these supplies would last only
'fo¥ another six months or'a year at the most, Sweden, thérefore, was
ganbling on the chance that her import trade could be resumed on a large
scale before her reserves were exhausted. |
‘A nﬁmber of factors havevbeenvresponsiple for Sweden's engaging
in largé-scale,foréign'lending and exporting prior to the resumpti§n of her

import trade. In the background there is the feeling that since Sweden had
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APPENDIX I

Persons Seen During Eﬁropean Trip '

Bank of England"A

Lord Catto

C. F. Cobbold

H, A. Siepmann

Sir Otto Niemeyer

H C. B, Mynors

G. L, F, Bolton

J. A. C. Osborne |
Henry Clay ‘

L P, Thompson-McCausland
J L. Fisher

H B, C, Yeomans

V,Frank C. Hawker

'beuglas E. Johns
Victor C, Tong
P S. Beale

- C. RSP Hamilton

R. E. H. Allport
Charles C. Excell '
Eric Crawshaw

R. S. Wrieht

?. 1., Hogg
P.

C.
i
L

.

. Pescud ‘
St. J. Turner

. Orick
. Portsmore

e,y = =

. British Treasury

ﬂord‘Keyhes

Midland Bank, Ltd.

|

Prof.‘W;vF. Crick

London

July 1 to September 22, 1945

Governor . :
Deputy Governor
Executive Dlrector
Director

- Secretary

Adviser : ‘
Adviser (retired August 1 1945)
Adviser (retired)

Agsistant Adviser

Assistant Adviser:

Deputy Chief Cashier

Deputy Chief Cashler (Exchange

Control) .

 Assistant Chief Cashler

Assistant Chief Cashier
Assigstant Chief Cashier
Principal, Trade Control &
Investigatlons Cffice
Principal, Statistics Office
Principal, Cashier's Office

Assistant’ Princlpal, Cashier's

0ffice

“Assistant Princ1pal, Overseas and

Foreign Office ,
Assistant Prineipal, Overseas and
Foreign Office -

 Assistant Principal, Overseas and

" Foreign Office
Assistant Principal, Overseas and
Foreign Office :

Overseas and Foreign office

Overseas and Foreign Office

Economic- Adviser, Director of
_.Bank of England |

Economic Adviser to the Chairman
' and Executive o

206149



