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NEWYORl{, FR1DAY, NOVEMBER 4, 1977­

u.~. toR~tum Hungary's Crown I 
Held Slnce End of World War II 

A~HJci,,!(ld Pn'\$ 

The Crown of St. Slephen, the 977-year-olcl symbol of Hungarian nationhood 

B)I BERNARD GWERTZMAN 
Special 10 Tilt Nn" York 'l'lmu 

WASHiNGTO"" l"OI', 3-The Carter Itends to deli"'cr the crown and crown 
Administration, in ~ ~i:;ni[icont move la jewels to the Hungarian Go"erlll11ent oat 

I improve relations 'with Hungary, has i the end of President Carter's scheduled 
decided to return to Blldo~est tile Crown /triP to nine countries. from Nov. 22 to 
of St, Stephen, thc symbol of Hungarbn Dec. 2, . 
nationhood that. has been in Am~rican j. The decision to return the crown and I 
custody since the last days of World War Ijewels is regarded by Administration offi-
II, . ,cials as a symbol of the changes that 
. Administration . and Congrcssiol)al i have occurred in in recent years in Hun-

sources said that the dcci,,;on w~s cen-.I gary, Under Janos Kadar, Hungary, in 
veyed to key memhers or Congress touay,I" ------­

Secretary of St~tc Cyrus I:. V'~Il~c. in· Continued on Page AG, Column I ,-.-­
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CARTER WILL RETURN 

CROWN TO HUNGARY 


Continued from Page Ai 

'Wrr:1S of internal policy, has became 
probably the 1110SI' liberal of the East 

.. ' European countries linked to the Soviet I 
Union ' , ,,: 
, No\;" that t he crown issue is being set· 
tied. it is expected that steps wil! be 
taken to negotiate an eeol1omic ai:rec-' 

-, ment with HUi1gary. Thi.~ would' inClude' 
,!,ranting. Hungarian :;oods normal tal'it!' 

, Halus. the so·called ll1ost-fa\'ored nation, 
: treatment. Currently, only Poland, and 
- Rumania intbe Soviet bloc receive SUdl: 
: concessions. 
, Official. said that Ihe qucstion of re­

"turning the crown has been under activc 
-study for some lime, and it was judged 
; that this was the appropriate til11e, 11 is 
,understood that Philip M. Kaiser, the 
:American Ambassador' in Buda'pest, 
:strongly urged the mo\'e. . I 

The crown \Va~ :oent as a coronation 

;glft tl) Stephen, HlIl1gary's first l(il1l1.in 

, t he yea r ]'000 by Pope Syi\'cMer Il.' The 

: Byzantine-style crown is studded ....·ith 

.~rms. decoraterl with m;ni.,turcs depi'ct­

-j':1g religious scenes and surmounted by 

:ar. inclined cross. 111 addition to the 

·~ro\\'n. the other roy« I jewcls include a 

'gOid sceptcr and ol'b and a ,gold-encrusted 

·mantie. 


Crown a Symhol of LCj!itimaey 
All this has proround national symbol. 

ism for HU·:1l<arians. who trace their coun· 
try's nalionliood and conversion to Chris-' 

-!ianity to that pcriod, " 

. The ,iewels were turned over to Amcri­

ran militarv authorities at. the end of 

Wor:d War 'jl by mcmbers of a Hungarian 

military guard who fearell that it would 

olhd"wise fall into the hands of adnncin 

Sodat troops. ' 


The Crol\'l1 had been used in the coro­
nation of more than 50 HUI1J?:arian kinl's 
and no state ceremony was considered 
Icl;itimalc without it. l'he common belief 
or man~' Hungarians was that as long' 
as the crO....'11 was safe, so was Hungary. 

Arler accepting the. crown, from the 
Hungarian guard ill 194:), the United. 
States sent it to West Germany for a' 
few years. It was kept in American custo­
dy there and eventually transferrcd to 
Fort Knox, Ky., where it has remained. 

The Hungarian leaders repeatedly asked 

for its return, but as relations hardened 

fo1\owinr, the ComrnuniH takeover of the 

counliy in 1947, the United States refused 


. to e\'cn con~ider the request. 

" 

!\ftcr ~:m'iri, intern'nlion ;:1 1~5C; 10 
crush 11,(, ,1tlli·C~mmui1ist llprising. rrla. 
tlons belwcen W"shill~ton and Budapc,~t. 
bccame cven wor.<e. Dut in thc last 10 
:'(".11', thrre has heen II steady imnro\'e­
l1lenl. aidcr! hy Mr. Kadar's economic and 
political hiler;) lil.alion. 

Soon arter the the Carter Administra. 
I'on tonk of rice in January, it was asked 
b,v scveral.memhers or Congress. incluj. 
inl: s6\11e \';ith large Hungarian.Amcricg n 
constituenc·c,. to consider returning thc I 
crown, 

On April 6, the United Stales and Hun­
,('~"'Y l'il::ne<l a cultural ~nd ~eien[ific (,);., 
chan;!e agreement,and of(icial., said at thc 
lime Ihat thr accord mi:::ht c!'e"le "Ihe 
Ilccess;rry improvement in the cl,imate," " 

!\m('r:can officials wrre i'mnre«ed hv 
HlIngar):'s willin;;n~ss in' Septcmbrr ,to i 
~lInw illllv .. rahom, Ihe American c\'nn"1 
;;ellst. to make a week's tour of the toun.. 
Ir\'. somelhin,! Ihnt likely would na\'e I 
been impos~ihle earlier_ 

The C'Hler Aom'nistralion up to now I 
has not ,announced a sperial policy to-, 
ward E;1stcrn Ell rr) nc, althollgli il s'eem,~ I 
ready tn continue the policies of t n'inn , 
to improve tics witll Eas'~rn Eurnpean i 
countries, encouraging. where possible I 
the,r 'di\'er~er.ces 'frOlll' the Soviet Union . 
. Admin;stration officials said that initia' 

!nauiries with key members of Conl;ress 
IndiCated support fer the return of the 
crown. 

By coincidence, Senator Joseph R. Biden 
Jr. of Dela\\'nre. chairl1l;1n of the Forei"n 
H~J.ations subcommittee on Europe, iJst 
vISited HlIn~ary ~nd was preparing a re­
port recommendlllg the return of the 
crown jewels. officials said. 

A major obsf.acle to the return of the 
crown and jewels was the situation of 
Jozscf Cardinll Mind~zenty, the' Roman 
Cath.olic Primale ·of Hungary. who was 
Imprrsoned by. the Communists followin" 
a controversial trial in 1949 on charge~

, of tre·ason. 
After his release during the 1956 upris· 

ing, the Cardinal was given asylum in 
the American Legation in Budapest. He 
remnincd in the legation, Wh,1S was later 
upgraded to all emhassy, until 1971 when 
he I~ft for the We;;!. 

He died ill 1'i75:.l ferven! :J nti·Commll­
nist to the (,lld~ so opposed to the V~ti­
ran's improvement of relations with the 
C01111111111;;;t world that he' wns stripped 
In 1974 of his offices of Primate of Hum'­
gary and Bishop of Esztergom by Pop<! 
Paul V!. 

,0, 
----~---------­
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CROWN, From Al 

that the crf\wn should not go back. 
tt> tile Communist, government' of 
Hungary!' 

"1 was misled," she said. 
Sill.' said 'She was' told by a' State 

Depa'rtiiient official, last night" and 
this was confirrruid 'by another ofiici~1 
who requested anonymity, that Pres!-' 
dent Carter made the decisiollon the 

crown's return. . 
The crown, which came into the Unit-· 

ed,.States' possession near the ,end of 
'World War n in the European thea· 
ter, has been in the United States 
since 1953, andOaker. said she beie"es 
it and som" related regalia are being 
held at FL Knox. .' 

CUUVIlO U,,~U;;& "U1Uea". """vw,",loU":; V.L 

St. Stephen represents the beginning 
of Hungary as a po)itical entity and a 
Christian nation. The 'upper I,ortion 
was given by Pope Sylvester II in 
1001 tAl King Stefan I.. Hungary's first 
Christian monarch, The lower diadem 
was given to Stefan's successor, Geza, 

.. . 
An official of the Hungarian em· 

bassy sai~, last night that ~'for two 
decades we have always stated that 
the <;rown, and crown jewels belbng 
to the People's' Republic of Hungary, 
whe~e the Hungarian People Jive ... 
The holding.back or the crown creates 
the, same situation· was if some other 
government would hold. ba~k the Lib· 
erty- Bell and. won't givci it ba.,ck." 

The U,S. official who last night 
.confii'medthe decision to retuI'n the' 
crown.'attributed it to improved re, 
lIItions with Hungary"and the belief 
that the crown belongs to the Hun­
:;arian people, Before the 'decision 
was made, the official said, ·"we. had 
never made any special conditions 
as to how or when or ill exchange 
for what we w.rOUIU reLU['':I IL. 

Now, the officials said, the United 
States Is negotiating with the Hun· 

garian government for assurances 


. tnat, 'ol1ce returned, the crown "would 

be on publie display for all the people 

or Hungarian extraction to see it. ., 

We are seeking assurance that as a 


.about.75"years,later-by-)o;mperor-Mi,,·' . symbol'of-tliat -religious;~cultural:-and-
chael Ducas of Byzantium. nati-onai'-heritage it is something that 
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AI0 Friday, Nov. I, 19i7 THE WASHINGTON POST 
'" : It . 

U.S~tc/GiveCtown Back to Hungary 
can be seen thl.' way.' our Constitu­
tion _ .. can be ·seen." . 

, Oakar ~aid. she plans' to take three 
actions in response ~o the. adminlstra· 
tions decision'. She plans to dell'i'er 
to President Carter a letter prote~tlng 
it, to ask House Speaker Thomas 
P. O'Neill .11'. ·(D·Mass.) if House rules 
can'be suspended so her bill cali be 
taken up for a f1oor':vote, and t6 get 
'ill touch with lead~rs of the Hun­
garian Americari. community. to,'tell 
PI'esident .Cal·ter of their feelings.' . 

In' Appil, Oakar said, administratioll 
officials Indicated th~re was no cause 
for,her to worry abo!!t the crown's reo 
tur'ri, I n May, she'sait1, the new !U.S. , 
Ambassador to Hungary, Philip 'Kal·., 
set" and another State Department 
~ffic~al, Thomas Gerth, ·r..lef with :her:,' 
They wanted to ·know why the,p.eo· 

pie felt s~, strongl~ <lb~ut retaqung 
the crown, Oakar Qald. 

'''There afe th!>usands 01 Hungar,ians 
who fled, Hungary in 1956 who :will 

.never be, able to retur:l to their' an­

" - --.-,..- .. ~ - -­ ...-'-----~-----------~ .. 

cestral home because they_an~~ ~O!!-
sidered-Cfimihalsliy-Uiis atheistic . . . . 
government," Oakar said. ~ The':Crown of St: Stephan,'a 1,OOQ,year-old symbol 0 !1Iultg~ry's religious, cultural and national heritage. !' 

'_'_'~_':';".,.-,. = - ':r::' 7iil' ""=.. n A 
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u.s. JoRetllrn Long-Sought Symbol 

HiliIgary to'Get Crown, 

, I ' ' 

By Peter Masley crat from, Cleveland, who says 
W••bln.too Post Staff Writer represents' the largest concentration 

The U.S. government has' decided , ,of Hungarian-Americans, many free· 
, to return to Hungary its long·sought dom-fighters from the aborted 1956 

1 Hungarian revolution, strongly ob­Crown of St. Stephen, a I,OOO·year·old 
jected last' night after she was toldI', relic symbolizing the country's religi· 
by a State Department official of the , ou!, cul~ural and natio,nal heritage. 
U,S. decision: ' "We feel that the time has come 

Oakar Is sponsor with' 30 other""and that it would be the right thing' 
;I,:.to do to: return it," a government of· , House, members ,of legislation that 

wOllld require the President to seek:,'I,AiciaI sa~d last night. ' 
rO:I)!,ressional ,approval before the::' All th~t remains for the expected crown' was, returned. ' ',' return by the end of the year are as· : 

'surances,by the Hungarian govern', , Oakar said that last April 5 she was 
informed' by letter from the Statemen1; tha1 the crown will be on public ' 


, displjly and available to all Hungar·., 
 Department that "there are no present 
plans' to return the crown to HUn­ians, ',the' official said, "the same, way 

,gary." Oakat said, "We feel strongly our Cj:onstitution can be seen,::,' , , 

Rept. Mary Rose,Oakar, a"Demo· Se,e CROWN, AIO, Col. 1 


\' I, " , • 
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November 21, 1974 

Respectfully referred to: 
;'..',: 

197~ 'fr) 
Department of Treasury 

~O~fIiH..)SIU,~t/;''\ 

• ",'< I 
t'" .,~IRS Building ,­1111 Constitution Ave. 

Washington, D.C. '20224 

Because of the desire of this office to be 
, , 

responsive to all inquiries and communications, 

your consideration of the attached is 

requested. Your findings and views, in 

duplicate form, along with return of the 

enclosure, will be appreciated by 

c.: i 

Form #2 

205989 
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Routing 
Slip 

To 

Internal 
Revenue 

/J}J. ':':"'iC"w~ 
Symbol Room 	 Action Initial I 

Code Date 

01. Per our 

conversation 


o 2. As requested 

. 0 3. Approval 

o 4. Comments 

o 5. Information 

o 6. Corrections 

Remarks 

"r·.' 

V;' 2. ·l..:... 

D 7. Signature 

o 8. Initials 

o 9. Note and return 

010. Necessary action 

011.See me. 

012.Call me 

013. File 

.... 
'., '.. 

·i..' ... ~ '.:.,.' 

o 14. Prepare reply 
for signature of 

015. Please 
answer by 

" ., ...... 
····;.:.· ...... l!::e 

'.', :. 

From Room No. 



UC;vU\\:>\:>lritU 
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J/-Df8tPhoFtTtlient 


to, • Mr~:.J3;heperd 9 e rE~o~.~ry_ 

Hungaid.an Desk Bureau oflhe Mint 


" Dept. iof State Warner Buildin~ • 

"room,_'_1dale, 1-7-75 501 13th Stree., N.W,.,
I OfficE:~ of Public Services ,,; 

Mr. Sheperd:' , ' " 
As a ±·esul.tof our conversation of 

" yestel~day afternoon, I am sending you
I ' , ,

for appropriate action the letter' , 
'''ire I 'Pr'i..,"' ....t 1:'~"' i-t:"... ,.,+' 1-I,.,,,C'to"" '1'ov,",s....!~ ""'., ... \,-....,;t.J,~.... _""",, •• ~ .... J.'" ~.; .... ........ ....,. ....... 0....: ..... , ..... .t. .... "'" 


, 
)' 
i' , addr6ssed toSenatoI' Lloyd Bentsen 

, concdrning the Hungarian Crown. 

" I havk advised our Congressional Liaison 
, 

, officeI and Senator Bentsen's office of 
this transfer. , ! 

I,' ',~--Eleonora Hayden .' I t).',- , 
1 ' I 1.'0'bey
I .. /' /; l;\" , . /' ' " f-:' J<j'::. "~I \

• f' .N(:. \! 

, ' , ~'.' '.j ---""lomom6~---

'room 184-5~,ext. _''_____ 

!. ,y 
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OPFICE OF TARY GOVERmfiENT POH GEHlVlj\.NY (U. s . ) 
FINANCE DIVISION 

APO 742 

2 1 JAN 194L 

AG 007 (FD) 

SUBJECT: 	 Hequest for Documents JJocated in Soviet Oc ed 

TerritoryPertai ng to Looted Monetary Gold. 


, 'l'O 	 'The ,Chief of Staff 

I. 	 DISCUSSIOn. 

1. This DivisiOi'l is engaged in stu es with res ct 

to the identification and tracing of gold bars and c ns 

obtained by Germanyf'rom occupied CO'Jntries by duress. 


s information will aj"d in the resti tutionof this gold 
to its rightful ovm,ers.. It is urgently needed at this time 

,in connect:lon with negotiations as to the return of looted 
d presently in progress both in Lisbon and Madrid. 

2. r11he most" important gold records were. those of the 
I:;evisenabteilunrt'oi' the chsbank and those of' the PY'ussian 
Mint. With respect to the Heichsbank records we are advised 
by Priedrich Ihelm, former lteichsbanl( Director in charge 
of the Devisenabteilung, that the'most important records 'of 
the Heichsbank,including records relating to gold, were 
evacuated to mines at Merkers, 'l'huri a. Certain of these 
gold records were recovered at Merkers and have been uti ­
lized in our stUdies. Addi tional records from t:b.J.s source 
bearing upon the obtain:tng, resmel ting or disposi tion of 
looted gold would be of inestimable value. 

, 
3. th respect to the records of the Prussian Mint, 

located at lVloPrenbastei in the Soviet Sector of rlin, 1Ne 

are advised by Pranz Pallass, l'/lanag:·Lng Director of the 
Mint, that some records still remain at this location. In­
asmuch as the i'ilint performed all smelting operations for 
the Eeichsbank and it,is only by means of the smelting 
records that we can identify smelted coins and bars 1Nhich 
were resl1lelted in order to conceal their origin, any re­
cords of the XI int 'are potentially of l:liehes t importance. 

(I 	 One folder containing Mint records of smeltings has been 
II 	 made available to us through the courtesy of • Denisov, 

Sov ie t j\llember of' the Cerman External Property Commi s S ion, 
and 'served to identify many resmelted bars. 'We have dis­
cussed informally with Mr. Denisov the question of obtain-' 
ine; access to the Mint records. 'rhis request was denied on 
the g1~ound that the records contain no other information of 
interes t to us. VIe are unwilling to concede that this is 
true without information as to their actual contents. 

II. 	 AC1'10N HECOlVTMENDED. 

4. That the attached letter to C~neral Kurochkin 
be signed and dispatched. (See 'l!E;lb' ,A,1 
III. 	CONCUEHENCES. 


'None. 


/ 
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Prepared ,y ... ....:. 

Rewri t ten Sec I> Gan - VV"W/rz/42006 


30 January 1947 
I . .. . 

Dear General Kurochkln: 

i CertalnreoQrds whioh are reported to be held 1n the 

Sqviet Zone and the Soviet. Sector are of great importanoe 

to UB inasmuch as they will ..serve to identify and trace 

monetary gold looted by Germany in occUpied countries. 

OJr ultimate objective is to aid in the restoration of this 

gold to the rightful owners. . .. 


I The most sIgnificant records from our standpoInt are 

tl10se of the Devisenabteilung of the Beichsba.nk and those 

o~ the Pruss1an Mint. Wi threst)sct to the Reichsbank re­

corda we a.re advised by Friedrich;~;"ilhelm, former Heichsbank 

D~reotor in charge oftl1e Devisenabteilung, that many impor­

t~nt records of the Reiohsbank, including those relating to 

mqnetary gold/) were evacus. tad to mines at Markers, 'j'huringia. 

Certain of these records we reoovered when our forces occu­

p~ed Thuringia and we have put them to valuable use. How­

,8Visr, they are incomplete and should it be possible to locate 
~~di tional reoords of the Devissnabteilung relating to .the 
obtaining, smelting or dispositIon by Germany of looted gold 
b~rs or coins, such information would be very valuable. 

I The Prusslan lliint is looa ted at Molkenbaatel in your 

SSlotor of £~erlin. F'ranz Pallass, Mana.ging Dirac tor of the 

M1·nt, has advised that certain records remain on the premIses •.
'me Mint performed a.ll smel tlng operations for the Reichsbank 

an:d it is only by means of smel ting .records the t we can . 

idemtify and trace gold coins and bars which were resmel ted 

td conoeal their origin. rrherefore, these reoords are poten­

tilallY of extreme importance. 01-11' need 1s moat urgent 1n 

view of the fact that n.6gottations are now taking place· in. 

IJ1.lsbon and Madrid in connection wi th t.he restore. t.ion of loot~d 


gOlld.. . , 

• l~ife are prepared to send a represen te. tlva of the Office 

ofi Mili tary (~overnment for Germany, U. S.,. to inspec t any 

aV9.ilable records of the Reichsba.nk or the )ruas.1an Mint
I .
which relate to monetary gold acquired from occupied collo­

206000 
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To Gen. Kurochk1:n re gold records / F'rom OMGUS 

tries, or we would be agreeable to any other procedure sug­
gested by you for pl~cing the records at our disposal. 

I . Your assistanoe inthls matter will be very much 
appreci~ t'ed. 

LUCIUS D. CLAY 
Lieutenant General, U. S. Army 

. Deputy Mill tary .Governor 

Colonel-General ? A.Kurochkin 
"1 ­

Deputy Commander-in-Ohief 

S'Oviet Ml11taryAdministratlon in 


·1 . Germany .. ' .. 

BerlIn, Karlshorst 
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INDEX OF FRBNY DOCUMENTS RELATED TO NAZI ASSETS 
I". 

r 
I 
i .' . .

FRBNY Depar~m~nt and File Name ...•.•.• 
. , .' , , . " 

, .. . .:,. , , .. 

I
Records Management 'and ArchivesI· .. 

Bank for Internat'ional 1-447 
Settlements Fil~ 

I 

country Files: 

I .. Argentina 448-452" ' 
I 2424-2428, . 

453-478 
. Belgiu~ 479-517 
Bolivia , -518-530 
Canada, Ban)t of 531-541 
Czechoslovakia· 541-546 
England -547-549 
'France 550-594 
Germany 595:"598 
Italy, Banaa d'Italia 599-600 

, Morocco,' ' 601-603 
Netherlands' 604-619 
Norway 620-635 
Poland ,636-645 

. Rumania , 646-657 
.South'Africa 658-660 
Spain 661-677 ' 
Sweden, SverigesRiksbank 678-715, 

2429-'-2439 
Sw~den, Government 7.;1..6-739 
Switzerland, 'Banque 740-1119 

Nationale Suisse, 
Switzerland, Credit Swiss, 1119-1122 
Switzerland, Government 112.3-1143 
Switzerland, Swiss Bank Corp. 1144-1154 
Switzerland, Misc.' ' 1155 
USSR 

,. 
1156 

I, Yugoslavia 2414-2423, 
1157-1166 

Al'iem .i?rope~ty Custodian File 1167-1202 

Emergency Gold Controls Fite , 1203-1213­
, " 

"Foreign Exchange File' 1214':'1226 

Foreign,Exchange Control File 122'7-1278 

o·Foreign, Policy and, 1279-1301 
Procedures File· , "'. 

, 

'I 

(j)Uf1"-/~~7C \ 
ltv '3~'X:;) 

, ­

t)I)Cs. /?e-L47"tv ~ 
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Foreign Exchange', Purchase.··· 

"and Sale .File 


" ... ..'.Gold File 
,', 

·International.Monetary Fund'File 
'. .' , 

Research Memorand.a· File 

.'.J' 

B~nk for International 

SettlementsFile~ 


country Files: 

Argentina 

Chile 

Germany. 


'. Netherlands 
. Portugal . 


Sweden.· ' 

Switzerland 

Uruguay' 


Terms and Conditions - Revisioz1" 

Part'I -' 1936-1949 File 


Go!d Rese~~e Act'of'1934 File. 

Gold. Pool - General ,File 

Gold Pool. -' par.t II File 

Gold Pool, (Pa'rt I) Fil~' 

. Gold Account - EarmarkiIlg and' . 
. Custody- Part I 1928.:.1952· File 

Gold Regulations - Licenses, Author'i'ty 
to Operate Part I 1933-1949 File 

. , j " 

'Gold: Miscellaneous Memoranda " 

Part I File 


.' i" , 

.:13 02 -1644. 

.1645-1671' 
'",' 

1672-1704' 

1705-1759 

1760-1974 

1975-2085' 

. 208()-2152 

2153-2241 
2242-2246 
2247,-2274 . 
2275-2291 
2292 ":'2298 
2299-:-2305 
2306-2326 

. 2:-327 - 2 3 32 

2333-2340 

" 2341-2344 

2345-2378 . 

2379-2384 

. 2385-2395' 

2396-2400 ' 

2401-2404 

2405-2411 

.; .' 

," 

,,' 
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i FRBNY LEDGERS RELATED TO NAZI' ASSETS, 

I 
T~e table below lists gold transaction summary ledgers for theVii 

./ 

pe;riods ,1932-36 and 19,4q-41 for the central ,banks of ,Argentina, 
Ge1rmany, Portugal, Sweden, Switzerland and the Bank, for " 
I~ternational Settlements,. The.se ledgers reflect gold custody 
transactions (deposits and withdrawals in aggregate), but do not 
ne'cessarily reflect the' purpose of, the transaction, the 
cQunterparties I nor dedtils, of the gold, itself (e ~ g. I refiner I 

et1c.) .' .Th~seledgers cannot be photocopied. They are available 
for reVl.ew upon request at the Federal Reserve Bank of N~w York.' 

I 

./'=account activi~ 0= no activity " , ,Blank =no ledger entries 

I 
I 
I 1932' 193.3 1934 1935 1936 1940 1941 

i 
Argentina ., 

" ;.1 .I 
i GermanyI " .I" ; .I .I [J 

I 
I 

Portugal .I 
' ' 

.t .t d 
" 

.I .I 

I' 
I Sweden .I '. .' 

.I tI 
I 
I SwitzerlandI ~/ .I .I .I .I .I 
I . .

Bank for International Settlements 
I . 

,/ .. 
; 

" ;{ .I, .I .I .I 

,; " 

I 

~. 

, , 

" 
, ' 

" 

'" . 
'\ . 

. 


. I 
 , , 
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Mr. ratlor December 5. 1952 

:.,.' .~,. ~ 

~ .' 
, .. ' . 

. ' ) "t:'.': I ;i,. . . .:: ~ . 
'. i 

".'"'~':l~-":' ~~~:0;1-.~ 
:.- . i .~, 

~' " :'.' , . 
. '. . . 
• ..'~, ., i", ~ 

... Loolate04 of Ma'.l Se..ri'T A&en07.;phoJ.leA this 

monung. s&71aa.iha7 had a ...,uai to expert" go~d' to 

Austria. . ,. . . 


",<
':' .\.. I ' i. ... " :,,~ ~f 

I I Bugge.'.' ,.bat, h. baT. the l"8qU8Si& oleared tlmngb. 
11' the Am.rl~ aUthorU1esln Austria" alkinc tor what purpo.e

,'he lold wa.·t.,,'be Uledi aJ:ldtheaBB~c. tbat •. 1t expor''''. 
it would ut;ib,e411'eried 11o, the premium price mark8t~ , 

~...... 

I explalD.e4 to MZ'. _ckwood. abou~ the' re....'rUrle••.. of old 
go14 oolnl Wh1cll was balD« 40ne In Au.\tta and 'old him tbat 
we did not ,,~t ~o·lI. 1. the posUlon ottvii1abJ.ng.~ld··:;. 
lfh1eh. falptb•.•••d tor thatpurpoee. '.... , 

. Mr. Lockwood;· wd he wouldaend a oable requsetlJlg all 
48'.118. ". (: j.", , r. ';': .• ,. , 


!",,:,: 


'!,.' I,' . " 

JOJl.mh 12-5-'2 .. 
"''';} ':. 1'1 
; .... .' 

.' ,," - " 

;, . 
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• ,UNITED' STATES GOVERNMENT
I ". 

\~ ~~' , ... 

~~;~jl' :J t,., 

DATE: Maroh 28, 1952 
t,·. 

• r. ' 

\' " 

Mr. JOlet Reutels, acoOlllpaaied by DireotZ~' R. Artl~i--bl.Oh, ,ot 
the German Mission to the UnitedStatesJ oaUe~ir:at ;th.oi'fio,e to­
day to disouuthelr need tor gold with Mr. F.ilor. ,The•••eting 

: ',:,', ',' 

•• attended bY Mias,' O'Ba.ro. ,~, ' " ~:'" ," '" 

, They aubm1tt~~~:~,' tinal statement regar~~ri~",aVa.~l~bti1ties and 

oODSWIlptlon ot 24Krtine gold. in the Federal· Republ1oj"ot GerJli8JlY' 

tor 1951. ' "." ! 


'; 

. They eatlmatedtheir needs tor 1952 wou~4{be appro:dmately 

85,000 ounoelwh1oh,at .~5. per' ounoe."uwuil'ti-:to i t2.975.0QCi>. 


They explained that ,the gold ..... under".t.~~o", ~o~ntrol \)y 
their government' and _. laSed priDol,pally ito oGver' export orders 
tor j .....lry and,ohiDa_re. The ,statement ,sul:i:lD:it'ted by Degus!'a, " 

• '1,

showing theEll'::'-cl U8 e of :the gold previously exported. :to them" in­
d.ioatel'that~)l:h gold 11 allooated by 8peoial l1oen8,s,,:thru the 
Central LandBIl':\Jt' ot Ptorsheim and theMiD.1stE!~; ot,: EcOnomics, thru. 
the Department., of Non Ferrous Precioul Ketala~:",. , ;, .:, ' " 

In 1950 Germanyt. industrial gold ilIiport ;'program' o~lled for 
,an annual expenditUfe of approxil'llately $1-.6 :rn~Uionsmo8t'ot, whioh 
wa8 authorized by EO! fllilds. i ',~'" ' V"", 

I 
:'l';"~"':''';' \ .(~' ~':"". ,'~'. ,'-:', , i 

In Ootober, ,l95l:;we were advised by IIr.wh!eler"ot,EQA that 
the West German GOvermnent. had no longer been allooated tUDds for 
preoious metala by U8. However, he aai:d the go,vermnentttielf had 
allooated t50e,OOOrtor ~erem1nder ot the calendar year,. of whioh 
.350,000 was tor Degulsa ili Frankfurt and .150~'Q90 :~o, W. O. Heraeus 
in Banau. ," " ' ':J,':::> ", ,:, " , 

I note ,fro. the photoautl0 copies of th.k·impo~~' lioensee 
that th.y,'~te tha~~,~the foreign ,trade 'bank ,entruatedwith the 
exeoutionot'tlle"pa..ent1a Degu••a Foreign Trade Bank {DegU8Ia­
Aus8e:nb.a.ndel:stBank).,;;'!f,In this oozmeotion there ii an excerpt from. 
a Reoret lett8r,·trCj)D1:~gAFr8J1kt,urt. Germany to 'EGA ••hington. 
dated ,/;/;1, {.-lQ7-791).Whiohreada a8 foll~1q,," ".):',::, " 

. . .. " (:,"!~.',' .-".~, 

. -~... ' 

,~,., 

.~, :~~ .-', 

," ';:' 

" . 
(.', ,c" • 

.. : " ',:. 
~, " 
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: lo\, ", 

1. lIetallge,sellsohaf't, Frankf'art - 2. Deguslja, Frankf'urt 

1-1 , . ,j •.

"Itls reported that eaohof' the two., Bubject companies is 
the head ,of elL ca.rtel or combine in i t8 res peo'iive" rield and are inter­
related in many respeot.. Prooeedings have b~,~n ip.8,~i:~:uted ~gain8t 
them on the soore of' conoentration of eoonomi':9.:,poWe~"'lmd.r,14ilitary 
Law 56, while. through the Federal Republio they:' havfi' been ~he reoipient 
of nearly t14. 000,000 in ECA. f'ands, or aid. ' 

I ',' , ' ~ 

• The.,~,pmpanies enjoy a unique position .in German trade and 
finanoe •. As·~u~,h.orized foreign trade ba.nks (AU~S~ELSli.lNKEN) they 
are not only ina podtion to exercise influE!~()~e_ over, ~Im.P~i:te~8 but 
are also author.i.~ed to issu8 oertain import and export licens8s. I~ 
our instance where a "usual cheok" from Commer.4.?,e ~8 •• m:ap.8:.:+n oonneo'kion 
with an applio~tion~ for US export .for two ton8.:~ of'. niokel .,or.~p, for 
HEINRICH DIEHL, Humburg offioials developed .:the fao,t,~hat,·!the nickel 
was to go to a sub.s,"q,lary of' that com.pany lIhioh~;in:'ltur~i1.fll8_to sell it 
without prooessing'::t~ :M:BTALLGESELLSCHAFT'S. V.D.M. (a ,free, .dollar trans­
aotion). ' '.... . ':,.., :', . 

.. Itt i8 believed that the free hand aooorded thele two firm8 
in their fields is typical of the general pattern', of prese.nt German 
Federal Republio industry relation8. " ;' <i" 

I 

-- 80~ecases have S~01tll' that Alli~d:'~;;~o~i:i: '~'~qUir~d on the 
export of. strategio items, maybe evaded by appropriate desoriptions 
of materials on lioen88 applioationsJ that, in the case ot. 
AUSSEN'liANDELS~N, so.. exporters issue their own lioenses" and lome 
licensing author~ties issue lioenses in blank•. ' This pe~ts trtAtfioking 
in lioenses. ~ '.", \' .:,i·.'i\1,~'· . 

During our disou8sion with lIr. Reufels, and a180 on the affidavit 
submitted in support of their pending applioationa~ it is stated that 
this gold will 'be allooated by speoial lioenses through the Central 

!Land .Bank of Pforzheim. under the Ministry ofEo(;>nomy(EDO~omio8). the ., 

Department of Non,':Ferrous Jietals. '. :. ':-, : . 

However, the photoshatio oopies of the licenses, whioh were also 
a~taohed to the affidavit, states that the foreign trade bank entrusted 
wlt,h the exeoution of the payment (transaotioliLh 

DEGUSSA-AlJSSELHAND BANK. ,'\, ' 
or the Degussa Foreign Trade Bank, Frankf'urt"on" the' Main~ mentioned in 
the EO! Seotet letter. ' . ," :.; i ' . 

We have~ onfi Ie a oopy of an airgraro. dated 11-26-51 from EOA 
Germa:ny to BOA WaShington urging that United States export ,lioenses be 

. granted Degussa' to avoid serious layoff8 in that .iermaJ? -gold stocks were 
oOD1pletely exhausted. The airgram also stated: that the'firm Degussa was 
,in good standing_' After reoeiving this information 'the: lioenses pending 
at that time were issued. 

'::', 

, . 

~, '~.J 206008 
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W. C. Heraeus 
,'\ .. . .' 

H I I·\A. Geanau ~Ialn, rmany 
I 

Export licenses .hRve also been issued for gold: cons'igned' 
to the above company" as follows: 

Fine troy ozs~ 
.' : " 

! . ,; .", :. ~1959' 19,824 
,:.....•.•L1951 1)-1,,423 

However a Secret report from Hicog, Fra.nkfurt", to tIle: Dept. 
of State (A-120j, dated Oct. 15, 1951) indic",ted alleged viol~ition 
of EB,st-West trnde'ret:.,-ulit1ons; also, it suggested that no licen.ses 
be issued for th~ expo,rf':of 4, 234 ~ine troy' ounce~::'of goTd:to:Heraeus 
be:fore final action was decided upon. When this lnformation' ',"!as 
rebeived Mr. Failor cancelled their license l/lhichhad been authorized 
bu~ had, not been eXported. Since that time no licenses have been

I - . " 
a,uthoriz:ed for gold consigned to this cODrpa.:ny, and no further informetion 

'EN ha!s been received regarding Heraeus. ! 

~', .'. 

~~ 
~G~~ 


" ':;:.13'/ 5' 'Y 

~J-

,'. :.' 

I, ',J•• ,. 

\ , 

- ',' '., , 

'-' t" 

1.,:. 

.~. t~~ , 

" ~. ' "'1 
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£y ~_ NA.Pj., Da1e 7-B'7? 
I 
j 

I' In a seor.et letter f'rom ECA Frankf'urt;1toE~~Wash1'it~ton. 
dated 3/5/51 (2-107-791)' (subjeot, Proourement &I TranS8hlpm.ent,~of;Strategl0 
MIlterials) .."'. '. . .,. . ....... ,~--, .....~~-.- I 

:V~ 1•. J4etallgese1l8ohaf't~ Frankf'urt - 2. Degu88a. Frankfurt· 

r" I . It is reported that eaoh of' the two ~~'bjeO~ oomp:~l~' is the. 
head of' a oartel or oombi'ri:ein its respeotive f'ield:'and'e:re"lnter-related in 
many rea peets. Proo eeciinge have been instituted against them" on the soore 
of' ~onoentration of' eoo~omio power under Military Law 56. While through the 
Federal Republio they have been the reoipient of' nearly $14.000,000 in ECA funds tI . 

Or aid.'" 

I The oompe.niea enjoy a unique pOs1t~~~'~~ ~e~n trade and 
finanoe. As authorized foreign trade banks (AUSSENiiANDELSBANKEN,r-they are 
not Ionly in a position toexeroile influenoe over importers but are also 
authorized to ieaue certain import and· export lioenses. In one inetanoe Where 
a nJsual oheok- from Commeroe was made in oonnection with an applioation for 
US ~xport for twa tbna of niokel sorap for HEINRICH DIEHL,Vuurnburg offioials 
dev~loped the faotthat 'the niokel was ·to go to a 8ubaioie.ty~'of; that oompanY

I '. .' . ,
whioh in turn 1Ia8 to'''.ell it ..... without prooessing to METALLGESELLSCHAFT'S 
V.DJM. (a free dollar transaotion). ' 

, '1 It is'believed that the free hand acoorded these ~wo firms in 
their fields is typioal of the general pattern of' present German Federal 
Republio industry relatione.' 
. I .' " .. ". '~"i: . ',,,/: ," I,~ :~'i"",:, ;'. ". 

• 80me oa8tr., have shown that Allied approVal. required on the 
export of' strategio itema. may be evaded by appropriate desoriptions of 

I ' materials on lioense applioations) that in the OBse of AUSSENHA.NDELBBAN'K.EN• 

. ' scm+ exporters issue their own lioenses. and some li,oensing authorities issue 


\ ! ~ioin8es in blank. This permitstraftioking i~ l~oenaes~ . 

---I Aside from any question of merit of the proposed relinquishment 
of +11i8d lioensing ppwers to the German. It. was felt ammmm that immediate 
steps should be ,taken to induoe the German Federal Republio to reoall lioensing 
pow+rs it haa dtlegatedto banks and others having a monetary interest in the 

, \: tra~saotion. being lioeneed. With the Federal Republio 1taelf direotly 
'cS'1'.r.JJ'I re8~ns1bl. for the issuanoe of all lioenses. abuses. oaouldbe attribOted 

to the Goverapent alone. 

.. , 

-PI" i~C; . . " '.'

A'}I.V\IUC ,~. 
A... 

. .
..off {Th~ firm ZELGRUBER ·,.isone of the .lars.est proourement 'agenoies for the 

So"4etl, also, GlDIERISCBAFT nrks wIth them•. Illegal transaotions also 

.~~Mi::~7::1;1:.~~r.,. 
... t\-'· 

",' 
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MEMORANDUM 

To: ~ll" Ti';'~, cr 
!" .''f'~S:~::~ar~From; 
":,,\ 

Re: Export of gold to Turkey 

Consignee: . N. Markaroff VM""'~' 
"0', 

I called Department of Conunerce today' and talked with a 
Miss Herman who covers the desk for Turkey,', (164' X 2429) who 
advised that there would be no objection to' out':exporting gold 
to that country as a matter of policy. 

,'"' >.~.~;: 

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

.,;.: . 

I find: in this report that this concern has, been an importer 
of preciousmet.als since 1936. However, it .also was' found that 
the owner, who is 28 years old, is a Russian subject.. . . 

In view' of this information I recommend that no action be 
taken on t.hepending application submitted'by Eastern Smelting 

. & Refining C'orporat.ion. . ' 

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 fort.hin our Gold Regulations. He was again notified, 
indirectly, on January 14, 1952, that our decision remained un­
changed when we sent him a copy of our first letter. 

\, I see no reason at this time why we should 'change our original 
.........~. based on the c0t:.~..i~,!lee, rather than the fact,.,~ decision which was 
~/ that the gold was being 'exported'1:O Turkey •. 

206011 
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" , March il, 1952 

MEMORANDUM "FOR THE FILE 

. From. Mi•• 01Har0t 
. " .. 

1Ul. Exportation of Gold to yugoslavia1'~~ 
"':.: ' :,:"---; , '0' 'Il­

l phoned Commerce in connection with 'a, ,request 'to 
export some dental gold to Yugoslavia. 

Ex:plained that the amount of gold involved was small 
(about 1 ounce) end was to be used for dental 'purposes. 

Talked with Mr. Schmitter (164, Ex:t.'.3500)' who stated 
that he was Chief of the Division end that they. were ' , 
'~endingover'backwardsH to help Yugoslavia to get supplies 
since that country has. broken off with'Russia. Mr. Schmitter " '1 

'; >".fsaid that we, in fact, were furnishing them money with which, 
" 

to purchase supplies. 

Mr. Schmitter 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. 

. , . ~ 
, : 

'..', 

; 

, ~ 

, .:.' 

, " ,'. 

,,~, ' 
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Mr.rol., 
t.- .. u ____ 
RlF.'·~ 

; ~'1 ' ., ;" ;-,,;~. '. '.Ret_._ 1. ~ .. ., ......- lit ~',:14. 1""'. 
• e1a'lft ,... .,....u_ of _14 t lA .tlb'l~·_8,.....;~4.tha'· 
,be »apu..."'" au rea.a'Ole ..sve.. \0,,",.10' '11teb. ~n-
aU.I ,. ta....1......01'1.••' ", the b&Ulattloas.' .': " 

The State-~__ .. h","let .. ·1.0.;111'•. 
" 

_. _"_ 
la .......U •• wlth tP.p11...d .... bat t,e .,., .,14 to aptA .,. 
te'bIJAoa. J'ollOwlai ,·le .. oaeup' Ina fNOh ftJIOJ'ta 

.~: 

"A ~ laq;a.l.,. bal .. _41 ~ the ,ba.
11_'ed. t.a tbo, "",... lanruUoll. It._ fourt4 _bat . __ 
.t _ ........11 goU t •• ~ria1t pNt•••IOa:a1 .. _'1.'10pllI'pO.... ' llein'iru _ JW1en III s,rla ..." hbaaoa •• rao' .,.... DQ..u.."tr of _1.4.• "'e co..........,.'at':.tlx.',' pi...,

til. tmy' ~::~l"eID." __• the...., .'·Vle'~·8 
J!IIUf1u)\ ..... ' "." 'aqtlhr a.olee. ttaat ,the tlJlma ....4. &J"8 
la .. ldaa. ot lRa.la••• lru1l_'" 'blo.,­
Nt.GAil. 1ac8l- ., i'll•• h1ft'. Drd141. _,_tala.

Mo,.. Tawll. B.lmt, HRlwwda$boJ7• 

s.taebt. !~..., , JG1sut. Co_iaton ma.ohsIatl. 


llama.... Ooi!lIll.et_ lIIIR'oluatl,."adD ."•• 
10", ..1.... , hiru.'• ....,.••I_~'. 
Noabbi _d s:awat t, ht.".,. Cottoll teRli•.I. 
B. M4 J. , .... eo,toft '_'11••.

... ' "1ft'. 
'!he tOl10WtDll II..... an IAOt kIlo_ in h1nt•• 


tIletn.14 ..1,inc CD.. Beirut. 

Abde1. Webe4 "'..... ~1.. 

. tla41b Abal. :aelru.". 

VletOr A •. A_41. ttaaaefts. 


, ' 

, 1I • " • • .. the S014 applied. tor in"" ud'" fte,"

'b.r tae•• ft.a t. _e~b17 80' .. be 110e4 tfW 1Mutrlal, 

pnt:•••tcmal 01' uti.,to puI",PO.... Ib.tl' atateeBta \bat the 

8014 i. tor 4ental or Jewel,., 1188 arct 119' -.41bla." 

': " '"":, ,', ~ 
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!bo 11... nflltlT'e4 to ~OOll.t.pt,e1 ,. _. _14 _I Wac 
.,.'.4, pntmab17 tor s.",'rlAl ptI'I"pO..... aIl4, the ll1t1Nfi1leo of ttl.11' 
llc.... baa "... wltbhel41it ,\Ill. Joaft. 

I feel .,., 'btl ~loa wW. ,k·;,Ot,l.....' to 1"0.. a8 
it GIDtd'lllls .....lel.. \bat' tlle .,14 __ 80\ -be _at tOJ! \be
pu'PO". e\t.te4 til the _pll_tiGH ud \be U,C'fIJlMfI shoal4. tn._tore. 
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The Dir••'op of \be Mlnt. , 

; .. ". 

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

l.o_t17 tnere bas 'be. an uaprace4flnta' lnGl'.Se. tn 
applloaUona tor ltceaaea to export· co14 to South _.10&. fhO 
tol1ow1.ac flsvell vl),l ~o"th. comparison be,,,... ' •• tot export., 
lor the enUre 1ear 1945 and ~a amoUnt ezpor'.lbt.. J_tYU7 
'broUCh Mq )1. 1946.~,,, --. ,;;' ':, 

. ";'"'' 
, . '. ~ ~ 

10. Lioen••• 
. Issued 

, *' I 

To\&l,OUcea 
!92rted 

TotalOuneea 
to South Amerl_ 

t , "J 

191~5 719 97.4)2 80.174 
19~' , 
(5-month 
perlod) 

',: 

518 91.88' 

'\'" 
. \ ~. ".. .. 

74:920, 

lb. 'o\al Ild.Jlped to Braan aloae Uaount.4 t, 61.450 
ounoe. &a4 ttl.,.. are pea41D« a"he preseat Ume appl.icatlons to'!" 
an additional ~;::::2t~ounces. 

'fnareus e.lIO been an increase in ."penta to Mon'mdeo • 
Urvcwq. u.d C8l'acae •. '.azusa. al thouch JlO t alii markec! a8 tba' ~lnc 
to llo de Janeiro, . 

fbe ProvttlloDl\l. ReplaUall. i.sued a4er the Go14i.efJerve 
Act of 1934 aulhertl. Ueen8.a 'G. be paah4 .~rmlUlng the ElXpo!'taU.cm 
ot,Gld onll for industrial. ~rofe8elonal or-erttst1~ purposes. In 
all these applications the gold is. 1J~a.ted to be for dentlitl and, Jewelry 
use. In Tie" of ,til", ratea~ Which gold is beiq expOrted to these 
cOUIltriel. 80m. au'll' D&a arlaa aB t. wbe'~r 'he ctondgD.e. are 
ulas ~be BOld 'tor pUrpGlJelJ for which export licenses are ~thorhed. 

Attached isl a l.~8t of names of condgnees to -whorufmcst of 
the gold in quGS'lOll 1& ".a.1J.1&. sh1ppe4• 
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INTER OFFICE COMMUNICATION 

" 

TO Mr. Joseph B. Friedman, Assistant to the -Genera.l COunsel' 

Acting. Director of the Vdnt .......
P'ROM 
....... , 1'" 


.1.", ' . ;. ~ :. 
• ,t • v 

h.:~ . . ,. ,'J' ,:: !--" •3:, '~:: :- L. 
The Provisional :Regulations iSSlledunder(~he GQld .. :?eElE)rve 

Act of 1934 permits', you know, the exportation,pf gg},&,:fqr,iL~~9-~strial,a El 
professional and Bl;'tistic uses. Recently, however;:..:appliC?at~ons for 
licenses to export gold to South America have incr~ased appreciably, which 
ha.s Icaused concern in ,~he.)~ureau as to whether. thig9ld",!s. :~,g~lfally being 
use~ for the purposes':~ta~ed. namely, jewelry an4:~ 4enUstry;, ; or is by any 
chance being diverted to other channels. , '. ' 

I ... We realize, of course, that it is diffi c~i t to control the 
fiIlE/-l disposition of gold, nor do 1Ire want to do th~t, other than to make 
certain that it is actually being used for profes'sional"or artistic purposes 
and not for the purpose 6f using or holding or'd:4sp9,sing o,'f,.l3Uch gold beyond 
the limits of the continental United States as, 'Ore'in lieu of, money. or 
for the value of its gold 'content. . ::'.' 

Prior tot~e hsuance of a Treasury gold license, all con­
eig![lees are checked'Mainst the Proclaimed List, the List of Specially 
BloCked Nationals, 'also Foreign Funds Flexoline List and, if there is any

I ., 
que~tion about the' pa.rticular company; in many instances, a· Secret Service 
investigation is made. "Also, in some inste.nces a request, for an investi-

I '. . .

gation is made to the Embassy if we have informatio,n concerning the consignee
I • . 

whiCh merits it.". " . 

The following:;:will show the exportatiOriJ:'~;'b:f go,r<l~'inac:le during 
the past few years: ";,<""! ':<, '", 

Approx. 2,600 fine troy ounces 
" 19,000" " " 
" 97,500" :,' ~<11., ~ 

""J':~ :~.; ";, t I ••.• , 

The increase' is particularly noticeable "i,n the 'amount of gold 
which is being shipped to Brazil; out of a total' of:97~5bO oUnces exported,. 
85,600 ounces were sent to that country, and at the:'present writing we 'have 

I . ~ 

licenses to be isSued for approximately 20,000 additional ounces. i 
'I' :'1 
:-!"' ­ tl 

':\ 
iI 

;1 

:1 
" I,.:. .... ~ ". ,I

:i 
.' ',~, . ,,' 

'~i
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Mr. 'Joseph B. 

.. 
r"o . ~" 

·,1 
The question arises as to whet.ller the .Department should 


continue to issue export licenses based upon the ;Llt!1ited,check:s now being 

. I' , ." ,,') ~ .
made. or whether. as a matter of policy and for t~e purpose of determining 

the Ibona fides of orders being placed .witl:1 Un:1. ted.,States'.,9?ncerns by 

individuals or firms in South and Central .America., a, procedure should be
i ' .',', ' 
dev~loped whereby -the Embassies concerned will be re,quested to furnish a 
rep~rt prior to t,heissuance of .13. United States license. Our representatives 
abr~ad are not only,: cognizant of conditions under whic." gold may be imported 
into a specific co~trYt but also the Embassy files contain a wealth of first ­
hand information con~'erning individuals or firms wtlo 'mB¥pe,~;/~ficiently 
suspect on the basis' of past record •. to warrant de~ialof,l~censes even 
th~h it IIlB¥ not be possible to determine whether,;;.~heir current applications 
for gold are for a:leg1tima.te use or are intended,);:9 serve, a,s ~means of 
acqUiring gold for unscrupulous ends. . . '.'~';j ...' 

I It is "noY~,d~f:that Foreign Funds had:i~~~blr'S~l:~~Q.,;;r·~·~~dure 
wheljeby TIR(Treasury .Inve,etigation Requests) were:,;rorwarded:~o the various 

Embassies. Do you condder the present exportation'rate to be of sufficient


I .
magJ?itude to warrant a Similar arrangemenJi to take' care of gold Shipments? . 

, ' .......: 


Your early reply will be appreciateg:;;~:" 
",<t~. ":<' .:' 

. j,,' 
,";;" ,. 

',' ,",'; " :' 
, ., ~ 
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, ".,. on ~July 26,1944, Mr. McNeill called Mr. Dempsey at th~' . 
,..,~ , of 9ommer'oe tO',ascertain if,{,they had allY information about" .' " 

"Brazilian confi:lgnees named in applications for gold export. 'l,lc~nses) , 
'The 'follonng information was" obtained. ' ";;( 
. f; ';'. ::', ' .' " ' ' :', .. OI,r,-;' '::<': ' . 

.', . , Aranha & C MA. 
, , 

~:. '... ..~.:\ .:". r.~. ~': .,' ., 

'ibis Company ,conducts' A,large' business' and has numerous 
'subsidiaries•.,There was no: exact ,informat:l:on. apotit"the 
nature .of ,its 'bUsiliess~:6ra.bout the business., of ""its '.::'sub-, 
s±diar.ies' eXc~~t; that''it':t.s!engaged in fiQAncl~L1ma,tt'ers .' 

'and in the importati'~n'a;t1d"~orta.tion of goods.. T)ie:', , 
oOmpanY. ,nas a .,clear ,:rec.q:rd a.rtd is 'politicallysatisfactoiY. .' 

. Mr" DempseY said:tledidnotbelieve that gold:wpuld'be,:. "",> 
., .. diverted to specUlat,i:vs':purposes by that .firm;· Her.efer,red:·. 

to the fact that th(3';'1:irm Was,closely~relat~d. :to"Ar,arma, the 
." fOrmer Minister of· Bra ZiI., wU'Qt:,'1s"a friencl,of ,::-th:e' Unitect . " 

'states. ~'~:' .r ' 

" 

' ... 

'This CompanY fsstatedto bepoliticany satisfactofy and, . 
. '~,;is, pr¥nari:Qr interested in the deve,J.opment of mining " 

. properties. and also in the importatio11 and exportation" of 
, , precl!fOOs' metals. '.While:it did, hot appear'thB.t this firm':'

".,. wOular use goldior'dental':: purPoses itself, ft, appears' 
'likely thatm the normal cou.rse, of their business: they 

,.... , would import,~g,?+a for .aa.1:e tos~,) manufa(t~w;ers:~4,to,.
individual de'ritists.!" . . .', ~. . 

." 

Pan Braf3:il 'Ltd./<, 

Rio

" 
de Janeiro .BraZil
., 

NO iD.ronnation in ,addftfont'o that; which, appea:r,s' on the 
~: '., 

'~1' 

'.' 
,W6rld Trade Ihtelcl:tgiantie/Fiepbrt of JUn:e'19" ':r944,'wa:s . 

.. -; ';"obtainedabou.t, th:i:s:firm. . " .. ,' " .. 

- ;:. 

, , 
, ~j' ,~. "":; ..,. \ 
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TO 

-. , '," 

TREASURY DEPARTMENT'::'" 

INTER OFPlCE COMMUNICATION 

. ~ " . DATE July: 15" 1944 
; ," 

/ .. ' 

-I , ,Mr. "Mcneill, 
" 

, J ' 

Mr. Wilton, 
'. ,: 

Conference :Between :Bureau of the Mint and F.E.A. 
Re: Exportation of Gold.and Treasur,. and F.E.A. 

Export Gold Licenses. 

On Jul1 14, at 2&30 ;.m.. in t~e·.~l~,~ct:~~,/~ Office. a 
conference was held between representatives from the :Burea.u of the 
Nint and Foreign Econom1cAdmin1stration' relative to thee;port~.t1on ' 
of gold trom the United States to foreign cOWltries and r';hat:1~e 
to applicable'~,rea~ and F.E.A. Gold Licenses. 

".".,1' 

Tb.e,~eau was represented 'by Dr. Ho,~dt:Mr''-':ph~ries 
McNeill, Legal Counsel t and Miss 0 'Haro and Mr., ,Wil ton ,from the Gold 
'O'ni t • ,,'~ ,!' '" '.,/ . 

,~ ," - . . ',' ­
I': '~ .. I·.· ...~ ~••\.>'!: : 

F.E.~'~ was represented by-Mr., Charfejs C. Rieth }l,l;ld,MesSrs. 
JohnP. Carr and Walter Thompson. , '.. " . 

"~ ,.,~, 1,;-t :- ." _ 

The purpose of the meeting was obviously to 'determine the 
respective ,Jurisdictions of the 'two GQvernmentDepartments and to' 
outline 8: procedure that would prevent over-lapping of functions in 
the granting of export gold licenses. ' 

'. • • 0. 

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

. It was decided that doubtful cases would be discussed 
with F.E.A•• as we have been doing with World Trade Intelligence., for 
any' information ~hey, may have which might help the Tre~s~ry Department: 
in making itsdeC1s1on as to the advisability of' 1ssuiilg::!Io":license. " ,.' . 

For the present it was decided that:.the :aur~a,U; of the Mint 
would continue to. issue;, au licens,es covered bYk"theProvisioDaJ. ' 
Regulations issued under the Gold Reserve Act ,of, 1931+, ,imtil such time 
as the, Treastiry Department reclassifies gold cCllui1der,ed tc::l, be fabricated 
and gold consideredt~ be not fabricated. , " ' .', ".' " ,.1

::... 

..- ~: .... ' - ; ~', '. 
, 1 ~ ,: : 
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, \
At such time as the new list of 'fabricated golds is 

determined, F.E.A. will take over the export licensing of a.n.y 
a.dditions to the list; and conversely the :Bureau will no longer 
:iicense these additions (which formerly had not' been ruled to ' 
~e "fabricated" goid) and will ~ot require gold]eports'relative 
to these additions. , "", ' 

'j 

,I 

! .',,', ' 

I 

I 

I" 'The Legal Oounsel for. the Treasury" ~~~~t~e~~.will, as 
, promptly as possible, expedite the reclass1ficatJon ,offaori'cated
Fd non-fabr~catedgolds, in orde~that the Foreign Economic 
Administration may make a proper announcement to the trade, also 
~o terminate present,~over-la.pplll6 of functions,,~xerci8ed by the two 
Government' Department 8. ' . 

',.' } " 

,";"'=,,"~ "",,,,j:""'~~~~ 
, ' 

206046 




.1 

I 
3/\IH::l<lV lVNOllVN 3Hllv Q3::lnaO<ld3<l 

I "kG- 5~ .<': ',f. 1., ,., 

C,iY1tC.:l( 3 52 t4-../(~ I)I 
I 

,.~ 

J 
BDx at:., 1 

! 

J 

,.,.' 

c ( : -~~'~. '.~ • 

. .;~'. ;.( ''- ~'" ;'~-.~ , 

~ :,,,, ... ,,,.., ~. 

JGl,y S, 1944 

!Ol 
I 

Mr.8_aN 
I . rr-.a 111. \)'881"0 

,"-' " 

It. 1s nOie!l. lrom oar azport t 11.. ,bat.' fro. FebJ:rury to 
~llne 11, 1944.. ~"elF 9,600 tine '1'07 000.8 of sold ' 
,... _. ~..• tbe ~ ,.1\1816 iet~ flOI'D 
~ ~'. bport.adlora cle ..tala ItBJou.1M\" a/A.. Caixa 
ronal 2",. fUA' '••, Jaa1e.... Jradl.' fJaelr app11oat.1ene stated 
\bat. auell ald..p.aat.e ftre to Toe ue4 tor tbe ptlrpoa•• of' deDUst..,_ 
I ' 

! 'Do ,.. t.h1a1r ·It.a4Y1IMle \0' ask WOrld Trade Int.elllaance 
to live.. a ...,.-t. Oil '\b18 COIIpUJ'? '" "" . 

, '. 

,", " 

. l, 

,-.: ::. ,:,,;,.:. >, 
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DiFa:'UMTION m:1:1:!VED JROM 'rnf FIUlS AT rORLP 'l'RA.D'f IN'l"EI,l:n:mt1CE 
ON JUB 19, 1944 

,,: ' 

T"iD~8t.infr. ..... f,;iftD on the 'B83is .of ~Rilpatcb,.]io. 7305 
dated ~ ...1>-42'~h1Ch' l11dieatEle that. the subjoCt.'s,·~ consignee 
of tW('~ }:iQeka~ee eom.ainlng 64 .455 troy mmce& of platinw l"ings 
valued at ~3,$09.St)J .hipped by?b,1l1pp 'erothenIxlc. 

Embassy 18 Deapatcb No.. 72~9 of' uai· "i'r~uesW Depart­
ment to 1nf~ 1\ if. sht~ of tbl:Jne,~irtl"'4ft hi, .ordw.. Peapatch 
furth/f.il" I!t~t.6" t!'uat jg!!11)4ss)l' 'ha.8 "o~!l.vadno: ~:nf'o~:t,ion of, 8 deroga. 
tory na,tttrel"!\~..1ng ~ ~} Cia. ,'" . ~.' ,. , .' , 

F,nclo~~:~to p'. !:!.. ,~ • No. B623!i~ted l)ctobel' 1, 19/..2 tram 
the A:aerican"Embaesy in flj,o cte Janeiro, Butea that Kr#l~.m~ & Cia .. ' 
8J'lt'1 a looal' l:l!"~neh of .tim Rio de Jal":Io1ro t1.rm ·l;)f l1tll.tmrnllMd Bram.l1e 
Germen...Je\dDh·j~~;. .' 

l!m 13..,&11 &\41. 
Rua Itapira 4' 
!de· de Janeiro; 1~e11. 

v "" T ' "'t:l ~ d "'_..II 1....1: _1 J 
". ..~. i·.•·;:>ra . fttt i~ tl~. ...-.1"""'" :',i'"... t ',' 

.": " 

Alre;ramNo. A.,fjrf1 deWd 3-2'1-41~ !3tates tbat t~ 1m no 
connection 'Mt~1')Pan Dnsdl ttd&., Plio 4. J',nle~"r'O .et:nd Yu Dr6!sil 
COftII'IC'!'roiol e Rep.res'Ct'f'ltante LtA'a. (TAL) 8&0 Ptltuloo 'l1w.> taO 1"'!1l"'r!'l ta 
registered in ,Te:!t~.3ry ,.~S witb III deo)aredciaj4tBl of Cr $}00,000.00 
contributed h1 Yranei500 lh Wnbuco, JCIl\O Al~lnear !~,2'\liz' ~~ .1ose 
Ale;,!!I~lndro Pnre!r.tit6 N8lmco a1'\~ ~m,11 erG. ~9.;til1~~1:'l·%15,' Par:eirs is a 
POl"turruea~ Mt1onal!tm i~ 1» ehftrge of the Rio offlM~ The concern 
importa .l!nd 1Umlra·~+.r~8 VM"!OWJ ~1'\1 &ntalrroductl! lind no un.... 
favOl'"B,blf! 1'f.)~lt1.C81 W~t!on 13 'known by the Er.ib.ll.l!uIY reprding 
t tel eomri~Mntl\'J. 

, . 
',' 

. ,:; . :l ..... ~ 

' .... 

W. T~' I. rati~ OK dated 10-:-12-42 
" '-

" ""'1' . 

F. S.\t~l'egram No. 3098 of 8-18-42 states that:.~ubject isI 

" , \ 

. ~'.: 

, ". 
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. definitely }mown to be 8 8atistactor,' caignOEI fe :3.49' electrio 
clocks 'Valued at f'/92. '12 and future inquiries concerning this tin 
(or ind1v1dua1)~are not necessary. " ... 

.. i,' 

11_ Is GU.~~:imlBm.' (DO address given) 
Bradl. .;.. . 

'...~ ~ 

VI. T. I~ rating' os: dated 3"'3-43. ';.,.. ' c i:i' ,.. ....,. 

'\', ;1,' . If, , .... ,.'. 

Telegram No. 949 d$teil2-24-.43 indicates that EmmanUel Bl~k is 
considered •. sst1sfaetorl eonsisnee. 

<".' ', ­Eli.UUN lLash t FZ.ID 
Rua de Q-u1tandaS4.. 
Rio de Janeiro, Braall 

lV. T. I. rating 01 dated 1...23-4,2 

lfil~rter of JenJ.ry, objects or art, watches:;? clocks f prooe1aln, 

DOVeltie., 911var,,*" etc. . ,;, .>:.; r ' : 


~. " 

Manufacttll"Or of PlatiuuEl rlJld geld jewelry. ' 

Authorized capital ... 500;000$000 ... 1$000 equal 5 CAnts 

Working capital - 15,OOOIOQOt>ooo . . . . 

Very large conce1"l1 ~.'. " . 

Good ~putatloD.·;·,~;~ '. 

Bank reporun 1t'fh1. i8 a t1rst class firm good tor it's Credit 
requirementllh~ (World Trade Directory Report dated Februar:y 23, 1940). 

Vi. If. I.. rating OX dated S-25-42 

Interoept SJ FI~ ass ot 64-5-43 indioates that aft;. intermediary, 
Salvador Goncalv6a,Ltda•• Oporto, Pcxrtulal,torwerded a letter. 
addreeed to the subjnct by Schwob rnres 5: Cia., S. '1., SWltlerland, 
ststing t11at following instructions, they hail been in touch with 
the beneftclaI7 of 100.000 French francs and· effect$d pa:;r.tent 
aocordingly. Schwob Pre"_ \'ItJUlddebit Bloel1.'e aceount dth tbe 
equivalent alllOWlt inSwts. trat'18 as soon ·a,e',~~b.z:oeB4tteneewas 
acknowledged to tha by the party concerned.' 'I' • ,:" '.. . 

On the basls of this intercept a Treasury Investigatift 

Request Braz1.1'io. 19 Vias i'orwaN.ed to the Mission in Brazil, re­

q~ttng an investigation of the activities of the subjeot firm 

with particular refennce '0 vJhetber the beneficiary of the re­

m1ttallOEl of French francs is actually located'lD Franqe 'and the 


~ ". ',' 

. " .... 

',~ < , 

...: 206049 
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. '!.', . .:: .'.~ 

'. , 

reasons for this remi ttaDce • A recommendation by ·th.~ Embassy 
as to the desirability or designating the suhject company a 
Special Bloclr,ed National was also requested. No ansl"lf"!' has as 
yet been received by ~orJ4 Trade Intelligenoe. 

li,1r. Spenoer of. the BTaI!l11i~.n Unit at World Trade, 
Intel1:5gence ':1.nforiled this offlee that there 1's nothing to 
indicate whet}'er lOr not Blc-ch &: Cj.e., Fmrnennel 1!!od Emll'.anual 
Bloch&.. Frere are one and the same company.' .~, ," . . . 

t F. ::-~. Telegram No .. A-306 dated 9 .. 17-42 frO!!l the Emba!3~y at Rio 
..' (~L..:",( de J~neirof' etat

Q
estoot tlhde_~~~~ecttlSh' ~ef1nl1tet'lY Bleaedtj.Btfa~t471oryn,.,

consJ,gl'le~ or...5 dom. go ~\m wa C rJrseo. e S va 11 a· ~y .'7V,
S4 dOli. soUd gold neck chains valned at :;!:CII.&.5 ~ Sl~ and that future 
enquiries c01')cerning tb:ta firm (or :indiv1.du...'l1) ,n.re yot ,:€:cMsl17• 

. " 

flo·lnfomti·on 

Ho information 

" . 

Foreign Investigations Unit 
GKDenham:mj:6/21/44 

.. 
';" 
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• 
t, a. 8. Gilbert 

I.t.,..••• la ..... t. yeur ••mer..RClu.m .t 11&1'30. ;'i944~' r.q.eBtl~ 
1.t_J"Id.tl•• tr.. World fre4e Iatelltg•••• eeuerllJ.1JJg ••rt.b,":f'il'lfls .he are 
, I' ' ",."

pre~pe.tl'" ••Jls1pe.~.r MercutUelletal ,ucl 011 CerpOl"a.tl$lIlet'U•• York 
C1ty nich has a.ppl1.cl ter a £.4.r.l l10eZlse t ••li&ag. ill 'the bUBbleu .t 
.speni., ,.1d. : ',' 'I ' 

.,1,., 

heleled 18 the ..vailable larer_tie- iath'. tUe. or World Trade 
I.t~1l1,.aoe OOl!l••rJl.l~ the proap••tt".. .eadg.... • 'There 1.8 111.. aVIlUmble 
i.~.naatl" •••leraiR, Gre,or!••• Au".....ad .talurgtoa Dentar1e SaRt. 

Ap~.lonia. . 

SAMUEL S. GI:tBERf 

• '<;', 
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TO NAME 1-1127 ••• 

Monetary ,system. ' 
REGARDING: 

Decision with r'eference to the exchange situation due to the 
steps taken t~_rd 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 -. 
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NAME 1-1121TOI 
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I 
REGARDING: 

Position or the schilling "i th respect to theI . 
reichslI1Brk in Vienna. at the present time, the 
schilling 88 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 American OOn8\)J, ate 
General in Vienna. 
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SEcrEtary of StatE, 


Washington. 


OD740, DEcEmbEr 20; 10 a. m. 
m 

DEpartmEnt's 237, DEcEmbEr 15, 8 p. m. 1\) . 

• 
ThE following is bEliEVEd tobE·a complEtE list of allen 

publishEd matErial. All datEs rEfEr to 1938. 01 

OnE .. ThE followin o WErE publishEd in thE REICHGESETZ- r~)IT 
, . ().J 

1\)BLATT part onE to which thE numbErs rEfEr. 

DEcrEE of March 17 rEspEcting thE introduction of 

REichsmark currEncy in Austria, 27. 

DEcrEE of March 17 rEspEcting thE taking OVEr of thE 

Austrian National Bank by thE REichsbank,. 27. 
'''1'''' 

DEcrEE of March 19 for thE EstablishmEnt of aVi~na;4 
forEij"'n ExchangE offiCE, 30. ~,~ . 

;:~t~~ .
ElEVEnth EXEcutory DEcrEE of March 30 to thE law ~£~ 

." 
spEcting forEign ExchangE control, 45. lJ 

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 Re:ichsmark currEncy into 
,'." . 
....... 
 Aus tria 
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Austria and of thE dEcrEE-for thE taking oVEr of thE 

Austrian National Bank by, thE REichsbank, 60. 

DEcrEE of April 23 rEspEcting thE introduction of thE 

law for thE EstablishmEnt of a GErman clEaring 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 Eral gold and silvEr coins, 85. 

DEcrEE of July 16 rEspEcting thE surrEndEr of domEstic 

and forEign gold coins withdrawn from circulation,_ 113. 

AnnouncEmEnt of DECEmbEr 12 rEspEcting' thE forEign 

ExchangE control law, 211. 

Two. ThE following WErE publishEd in REICHGESETZBLATT • 

:. . 
"'.,.­

part two to which thE numbErs rEfEr. 

DEcrEE of May 18 rESpEcting thE 

agrEEmEnt of April 14 (21). 

DEcrEE of JunE 15 rESpEcting thE 

mEnt agrEEmEnt of May 28 (~3). 

GErman-GrEEk clEaring 


GErman-Italian pay­


DEcrEE of August 25 rEspEcting thE GErman-Polish 

Economic agrEEmEnts of July 1 (36). 
Thr~E. 
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T:1rEE" ThE following WErE publishEd as circular ordErs 

:: n 	 Dr. Ufl.'SC~-JE DEVISENERLASSE" 

22 (',.f March 30 Austria tourist and bordEr trafficking. 

25 of April ? Austria tourist traffic. 

27 of April 13 Aus tria tourist traffic. 

41 of l\~ay 19 Hungary ExtEnsion of clEaring agrEEmEnt 

to Austria. 

47 of May 28 Austria rEmov,:ti of forEign ExchangE rE­

strictions with GErmany. 

,48 of May' 28 ExtEnsion· of GErman-CzEch clEaring to 

Austria. 
j 

49 of May 30 ExtEnsion of GErman-GrEEk clEaring to I 

I 
j 

Austria. 


50 of May 30 ExtEnsion of GErman-Yugoslavs qlEaring 

,~ 
i 
;to Austria. 


53 of May 31 ExtEnsion of GErman-Italian clEaring to 


• 	 Austria. 

56 of JunE 3 ExtEnsion of GErman-Bulgarian clEaring to 

Austria. 

49 of JunE 9,E:xtEnsion,of GErman Dutch clEaring to 

AUstria. 


60 of June: 9 ExtEnsion of GErman SWEdish clEaring'to 
 ., i:1 
II 

::.iAustria. I61 of 
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t: _. OJ. JunE 10 ExtEnsion of GErman NorvlEgian clEaring to 

e9 of Jt:.nr:: 18 import prohibition on Austrian currEncy. 

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 

Austria. 

84 of July 8 GErman Swiss capital transfEr rEgulations. 

86 of July 8 ExtEnsion GErman ChilEan clEaring to 

Austria. 

91 of July 16 ExtEnsion GEnnan Finnish clEaring to 

Austria .. 

92 of July 19 ExtEnsion GErman Colomb~an clEaring to 

Austria. • 
93 of July 22 ExtEnsion GErman Brazilian clEaring to 

Aus tria. 

96 ExtEnsion GErman Polish clEaring to Austria. 

98 of 
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88 of August 4 ExtEnsion GErmtn Turkish clEaring to 

139 of NovEmbEr 14 ExtEnsion GErman Esthonian clEaring 

toAus tria. 

142 of NovEmbEr 17 ExtEnsion GErman Latvian ExtEnsion 

to Austria. 

Four. ThE following wErE publishEd in thE DEUTSCHER 

REICHSANZEIGER UND PREUSSISCHER STAATS ANZEIGER to which 

thE numbErs rEfEr. 

AnnouncEmEnt of April 30 by thE REichsbank rESpEcting 

ExchangE of sharEs of thE Austrian National Bank (99) • . 
COmpEns.atory offEr of OctobEr 24 for holdErs of 

. Austrian dEbEnturEs (249). 

FivE. ThE following WErE publishEd in thE GESETZBLAT 
.;~ 

.FUER 	DAS LAND OESTERREICH to which thE numbErs rEfEr. 

ForEign ExchangE law of March 23 (7). 

ForEign ExchangE law of JunE 1 (54). 
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1/ There is enclosed here'with a tre,nslation of a 
". ", ; - "' .. . -": ' :"; . ': ':,: ',:: ;,·.c ~I." , 

Germe.nforeign exchange control order removing the:,': ;'" " 
, ' 

foreign exchange barrier between Germany. 'and, Au~tris. 

2/ .A printed copy of the origine,l text of the orCl,er is 

8.1so enclosed with;~Eici{}df:the first six copies of this 

report." 
,'". , , ;,.'.~', ,:. . ~ • I 

'" " 

, The principal effect, of.' the order is to release 

'i:"~si:ci~~t~ ';:o~';,G~~?:itY:frdm the restrictions" of the .. 
, ' .:: ~.', II .: f.. ',-'!, ~. • .. ' . .' ,L ..... ", '",' • j. j, "." -: ~ .', ,:.. 

Germ's,ri :'~:xcha:ng~'corittdl ''ia\~ 'v.ii,th ·respect ,to 'Aust~iB.) 

cmd to ,.cJ.8.ssify ~.rE?siQ.ents of Austria as residents of r 


" ::....-: ~ • ~: l. t"" :", ~ ;,:•• :. ;,,' '< :' .": ':" ': ','" "~ :;:1..' t\;,-.i ,", ~:... r.. ':',; ~ -:, ';. ~ .'; L" ", :." .' ~.,; 


, Q,ernwpy ,fpr: thePur:po,ses' of' tlia't;' law~: . It "thus makes " , I 
. , '.' " '" .' ,.... ,. c.. , ; :., , . ~ .., " "~:: .... : " : 

, it',:p6s?ibi~1'~tg"t:r-~risrer:i':Iildhey ahdproperty unhinder~d 
• ." "l.. " ;: ,',. . •• !,,: ',; ,'" ,- . ".. / . " '. \' , " ~', . ''t".; ~. 

i , j ,"; ." '" • '. :, ". • • " .: • -, • ~. .". ..' 

betweem.>the' t\'lC{' ,a:reas. ':,.At' the sclll'e':time'Tb"lea'V,es ,un­
: ', """'~' t~" """l~" '. :",.. ~" (' .,'~ ,,;,;, "':"' ~ .:-'~ ":",i' "':,,1 ,;~,'~' ',,:, '. ;_",.; '"., •.. 

,~:~ff~,ct~d~l'th{ ~esti-'i6tibns' on: th'e': ~it'ension: ofb~~iness 
, • .,' ",. • .• .' ~",', ~" . - '.~ \ ~. -I", .:' • ': '. ". '. ,"I., ': '. 

While aboli shing restriction~, on payments) the 
," t "; , ~. 

, • J. 

order still provi!ciErsfdr' the 'corit'rolbf certain classes 

qf .1mp~r,~~.. rro¥'j)~:u;tri~/J~to':,G)h:mariY::tagrrcuItu:ral 
. .' '{.;~,...',' ,.," ~' . .'. '," . 4 .' D'.).· ,",'" .", ' "-.;" ,:..: ,J,' '": I " ' . . ,: 

"'')~~~duct~ ~;,'~'i1iri.i~, '~~roduct~ r':f~,~;~~.~~:r.s), ,:oi~rs.,',~,nd ;:~a.~S')", '.~; 

.w~~teasi~ ail pth?Bmports fr0m ~hiS controi, , .. 


,Enclos:ures: ,,':" : ' ~;" ' "', C' " 


.. <1. 'Translation' ,of', GePD.~!,l exchange' control : . 
,' • 


" order No'. 4'7/38 of May 28,' 1:938. . 

2. CopY,of ,origln!:ll te~t pf' s8:!he( 'tNtth, first' 
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NumbEr 3. FOR THEASTJRY FROM HEATH. 

Last April BlEssing of thE REichsbank approachEd 

Ma.nn, loca1 rEprEsEntativE of Brown Harriman, to sound 
--~-;:-:'-: ~ 

out thE ForEign BondholdErs ProtEctivE Council in 

rEgard to a gEnEral sEttlEmEnt of thE GErman doilar 

bond problEma J. REubEn Clark, chairman of thE 
/ . 

Council.has just concludEd a two days sEriEs of 

confErEncES with Schacht, BlEssing and Von WEdEll of 

thE R Elchsbanl{ and Brinkman of thE Economics Ministry c·: 

which is thE Ministry having thE powEr to EffEct 

such a.sEttlEmEnt. 

WhEn hErE in August 1937 Clark madE thE statEmEnt 

that thE AmErican bondholdErs would rEsEnt any offEr 

lESS than 70 to 80% of thE contractual SErviCED In 

thE rEcEnt discussi.ons hOWEVEr, Clarl':: tElls mE that 

hE suggEstEd that thE GErmans'rEsumE cash paymEnt; of 

intErEst on all national Bnd local dollar bonds 
including 

, 


2060()'8 




I 

REPRODUCEOJTHENATlONALARCHIVES <OECLASSi~IEO "1 RG $'(1 
1\ ; ' A'Jtho~Hy S,\" l--jr--J.Z-_ sEntry !9?;A-. 

. .' a:.~ ox"~ ili'·! 
By 6 (. NAPA Oata'1-5:.1J '''-- == ''2 

/, 

,­

REB 

2-#333, From BErlin, JunE 28:, 6p.rri. 

including possibly corporatE bonds bEginning with an 

initial paymEnt of, 2% intErEst which would bE built 

up OVEr a s Eri ES of coupons to a "rEasona'blEpErcEtftagE" 

suggEsting tha.t aftEr thrEE or four YEars GErman 

crEdit might bE sufficiEntly EnhancEd to put through 

a convErsion opEration. HE assErtEd that apart from 

thE DawEs and Young bonds thE othEr GErman lon~ tErm 

obllgations now in thEuhands of AmEricans did·not 
. () 1>,I'_t.. ,. 

~....... (....... 


total OVEr t,hrEE']millio.n dollars. Brinkman is undEr­

stood to haVE informEd Clark that hE approvEd of thE 

plan and that hE would try to sEnd a commission to thE 

UnitEd StatES to nEgotiatE with thE Council along 

: tthESE linES. HE'statEd hOWEVEr that it would bE 
, 

II 
I InECEssary to find thE forEign ExchangE to mEEt this 
! 

i 
! 

! 
I l 

outlay and. clEarly indicatEd that such an incrEas',E I 
I 

: 
' 

in availabilitiEs would haVE to comE through a tradE 

agrEEmEnt in thE UnitEd StatES .although hE said hE 

thoroughly rEaliZEd that thE UnitEd StatES did not 

includE d~bt discussions in its tradE agrEEmEnt nEgo~ 

tiations. 

WILSON 

CSB 
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1 . 
.'" .Transmitted/herewith as of possible interest to 

1 

the Department are a copy and tr~lation of'a self­1/ 12/ 
explanato~y::,~xQhapg~{.; 9pn~,~0l:'~orCl!il1';,;,9f June 18, 1938 

'l {..,.,.: -,', e,;' :;"~ \ : ",,".' ':. ,;., ~ '. . ~ \,,' '." ­

. . . , 

'regarding the treatm~nt of 'Austrian shilling notes and 
co~ns that have been sent into the territory of Greater 

Germany "cont~ary't() stan,d,.ng regulation. 

The new,' order is meant to deal with a temporary 

conditidrf;'due :tef'the ':tact that ,the comparatively len~~nt 
",,' .,' . .' . ' 

. -.. \' " 

, I foreign exchange regu~ations of pre-An.schlussAustria 
',,'; c- .' \~. ~', ,:,; ~~. ", • , •• 

permitted the circulation of a fa1,r+yle.rge ,amount of 
1 '''Austr!ansh1111ng noteEfJ and ,coins;',Q'u,ts:la.e:,cff,~~u~tr!~.

.' . :< .,:'," ,"' ' 

I Suoh,'eh:tliin'g noteS,8nd~oirisa.l"e :Wbwfrequeritiy~;{being , 
. : . ' , .' '" 'ill 


I 


sent, into "Gre,at;er" ~:rmany 'cbntr~ 'to'; the~, G~;rmani;,re~u-
':\. '~: ~ ,: ;,,' ;-, '. . ',. .,: • 1 ,'; ;:'.;,,~:J"'.' i \ ': :~', ,'\;' .1 

, " "'.'. 	 . ',' :'/ :;".".'.l~"·.~:: "I 

lat;?n.~~, ,Th,~ l'l:e'J!"or~e;r m~es,lt, compulsory for the, 
1 

rec~,i te;;,t? +,~,mi t )~,+c.h ,',aniou~rtts:,t,o the :,Bold Discount"I 

1 	 Ba.r;tk "hlch, is emp9~ered :-~o.' make"de,c:tslonsregard1ng· :: " 
. . " " :'"' .:::' ::i, ", ,',. , ", '" ' . i ~-' .. ,. • 	 , 

ineaoh case•.... Excep,ted are .suoh payments wh1c'h 'are'" 
.~ " ~';. ' ;,:;.,~ " ... :. (:'. : ", ;~' ~', '. ~. ;,'; " ,'. -, " '. 

remitt~<i jio;.R+P91:te,d. ,aClpount s, e.a,tal>lished,;tat;·:forelgn ' 
>:: J. I ":.'; ',,' ~ r :, i" " '. '~,;..•'".~ ,: :. ,": '.~.. .,'..'" , • . • 

. :'. 

I 

1 	

To 'Department ··lnB~xtuJ5il·6at'e~: 

Copy ~p E,mbB;~'~~.h ;" 


:~ 1; . , }, :. ',\.' .:I 
I 

·851'~·5J): . 

1 ADH/CR "', '{ 


"': " 

1 	
.. SOUBeE'10F'; INFORMATION'I 

1 ('~ 	stated' ,in;the text 30fthe repbrt~ 
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; , , i, '. As, a,mat·tor ,of, r,e,cord .ther,e a1',e submitted"herewith 
."- ... .:.•. ' ".".1, , •••• ~.,;. ',": .),j.... ..... ,"., ..• .'. ."~'~":"""~"":"'.:".~.:; "'.,' ~.:'.,J ,'",~/. '. ,'.j, /' ";:':J"'. ,~. . . ,;t. 

,Ill :ti.r.anslation .ap.d "a,co:1'.1 o~ E'o~~1gn E.x,c.h~p:g~,. q.ir,~,l.l.+:ar 
'. ..". . ' " ' "' " • ..' '. I ", '" " • • • "",' ", ",. "', ,. r . . , " ~ 

~"Qrd~:tj" ~o •. ,~7/3~ fP.:St,. ~~. ,4/4l3,~. ;,U~ "'~;~"'" ,tiS ~u~d ,;,byt.h~:, 

,.,.,R~,+ch,.Min"stry of· ~cO,nomic ,A!':t'.airs.on ,crlll;l:,~,O 'i \193&,
".; .•.' ~ ,!.'; ... ".:..', . ','.. ,1, ,,',- " ;, .. i"". ~', \. '. .,,", ,'{. .'.~ ',', .' ~>,.- ,'" ".,.. 

, ,by' ,w:hich .fore,~gn ,,:exch8.J:l.g~ .,certificat,e,s".permitt+ng, ,pay"
" .' . '. ' " ,I ..... '" ;..;,<; ~,' ~ . .', ... _" , '.- -, ,!» ' .. w .......~"'~. ',,;':<J 


. ,m,ents,.,fo':r" ,1l~p'or,t:3 "il?,:f:ioAllstria are in future to be 
: ' '" : .\:,,", "~>t,, ". ,,)0, .' ,. '", ,,', • ,.",.) 

issued by the competent import control offices, as in 
; ..••. ' "" "':;,1',' 'f'~': " ~-.":. ;~ " { .... ~... ', '.:' " /.- .".:' .,' ",,"~ ':"- J' .... :' '. ,.1.

'the! ''O'id Re1cli ,:tn8::iie'ad "of,]i>"',tlle{ ,.fo're,f"'· ex,'c ..,ange,' '...,h.,'i 'f i,".!:',;' :' . ,,', . ! ,1: ',,:' ': ",' J?:n." , " ~.. con­

trol office, in V.ienna. 
\ ~ , . .,.,' ,.' .j,. ~ •.: ' . 

This administrative measure fs of interest chiefly 

in .. :t;,p.,at. i~,1n.diQ!lI,tes.tha1;.;lL stage has novi been reached 
,," , ••,:.,. \.,,: '.,". .':' ',," ,~. ,: . ' .. " I.'" '.' ','.,' . 

iii' t.~e ;J~~g~~t'i.o#: ;~t: ~thf!; "q"e'&an 'and Austriarieconomic 
• ,.' ~ ••: ,,". "-'. ,',,'. ,,:'., '...,.,' '.,' ':" .., ~< ' •• ;,» .:, ";", " 

J 

systems where imports into Austria may be treated essen­

tially in the same way as imports into .other parts of 

;,Germany. Hitherto, as the present Circular Order 
, ,: . :,,': ~...,.•j, 

" rev,eals in its reference to the confidential General 
,"'.: J,'" 

Order No. 95/38, authority to grantor refuse foreign 

exchange permits '}cii'];fayinentfor'!mports into Austria 

~,,~~~,,: ~'~~~~d;;'~in~,:'~'i-~~~ :'fd~~:i~~~:,;exc?-a~~. C-orlt~oi 'otffc·e'--iri'.i 
Vienna in view of the many trade arrangements between, 

Austria and foreign countries which required special 

consideration by a central competent authority on the 

spot,although in practice the latter office of course 
!'''( :"><~. ,'-,.',~ -:.' ..,~': : ::... ;\,~" ;;~ ~,:,.,';{,:~.,;.~. ~'.,.' ~:>,< .'::-.. .-:: :",\ 0':.:;' .. ,:.~",!': ~.';),~~.:~~1.,,~,;1 

'cbn:s~~~~Cl .~p.e':· 'V:a;r,·~0\1.s,! ~~:p~~~ ,c.~~~,rol., pf.f,ice,s ,1;n~aph 

case •. ':Mianwhile the .commercial and clearing agreements 

of Austria and Germany with·almost every foreign country 

have been combined into one agreement, so that it is. 

now poss:ible to give the power to issue these certifi­

cate~·in Austria to the import control offices, whose 

functions 

,206013 
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functions are divided according to groups of commodities 
.2:~'!.'-~,;,< ":, ':<U, :: '::'I,;,;::::;,~ ~~~,~;,:.~ \.,~ ,'I f 

instead of regionally. As in the 01d-;Rej!c~;:;;~·t'n~ ~mp6rt 

control offices will in each case consult the foreign 

exchange control office ~: ;'·V:te:oo;~:rFso that any diffi­

culties which may still arise from Austria's ~pecial , 
;1. . :,\ I" ,', :~ •• f':",~'~ ,'." <. ::t'. / {,\., .~, .' . " I "i" :~. :' ~~'''I°'';t. w 

positlon may be cleared up~: 

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

Encldsures: Translation of Fore1~ Exchange Circulari Order No. 97/38 D. st. 44/38 U~.'" St. 
i' :,<~j~){)~'\.~',' _;,1,);-. ' ,.. :: ..:.I·{:~'·'.~, ~,i,"1,L " < 

·:r 
l 

;".; <.,": ~-,~ ", ·'·t .... 

, • '. '," \'" , . .'. '\ . " ,w

To Depa:,rtment :::tnsextupl1.ce:te~.'!' ," 
Copy: t'O'Aln:er:1can Embassy, Berlin. 
Copy to, Consulate General, Vienna. 

, ,<', .~.~. 

. ,"",' 

(;L:..-·;'''::'· ..·2.J''~ .~.~/!:.::."" ,'<'",' 

. '. ~.' :; 

Ei~diens:t fU:er 'amt;lic'he:'u.nd!;'·~prlvater.: Hande:l;sha::c,pr,i~rb.t:eh, 
Iss.u~,'No.:~ 97:,,-: Berl(iIl',;>AugU5tL2:~ ;1938.::' .. 'iI,,"::>'. \:::;1 ,'" <" ~ 
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TELEGRAM RECEIVED 
~IJD 	 BErlin 
I 
A portion of tbis tElEgram DatEd OctobEr 12" 1938.; 

tnust, bE clOSEly paraphraSEq:.ROM 

bEfo rEGOE ing 

Ito anJTonE .,' (C) 


I 

cormnunica tEd 
:. 

m~ 

FOR TREASURY FRm~ HEATH. en 
m 

inh&bitants now havE thE privilEgE 1\): 

• 
into m~rks at thE rat E of onE 01 

/'" ':)~'.1 ­

0.12 (SE E' my No. 20) thE official 01 : 

ratE for transfErs bEtwEEn GErmany and CZEchoslovakia rE­ -,
mains constant around onE crown Equals rEichmarks 0.086. 	 c.o 

01' 
Todayl s financial prE ss point s out t hat thE OVE r-va lua- tN . 

tion of ilSudEtEn crowns" for convErsion purpoSES by39,.5~·b 
'c:" 

. OVE r thE official crown-mark r~ tE almos t Exactly COrrE spond~ ''1'3:' 

to thE ,40% diffErEncE in thE ,wholEsalE priCE indicE,§r ·of ~;~ 
CZEchoslovakia in ~Ermany mEasurEd in gold (on thE basis 19~ 

Equal 100 thE GErman wholEsalE indEx is 77,and thE CZEch 55). 

It is somEwhat amusing to notE that dESp~tE thE diffEr­

EnCE in wholEs.alE indicEs thE GErman offlcial indEX shows 

living costs to bE . only 21% highE!' mE asul'Ed in gold than 

thE CZE ch indEx., (82 as comparEd wi th 68.) ," 

ZEITUNG indica tEs 

that 

,. ~ 

543, Oct9bEr 12, g p. 

CGRAY)~No. 22. 

\JilhilE thE SudEtEn 

conVE rting ~hE ir crowns 

crown Equals rEichmarks 

'ThE usually WEll :lnfOI'mEd· FHANKFURTER 

.. 




-4- 564~ OCtObE~ 20, 9 p.m., from BErlin. 


rEichsmarks. In thE last two months, howEvEr, thErE hai3 


IbE~n a still largEr outflow of gold so that for thE first 

ninE months Exports of gold EXCEEdEd imports by 19i5 million 

rEichsmarks. In SEptElnbEr alonE thErE was a nEt Export of 

91 million rEichsmarks of gold. ThESE statistics apply only 

to shipmEnts ,from GErmany propEr. 

I saw Brinkmann and BErgEmann of thE Economics Ministry 

today. ThE lattEr said that no progrEss .had bEEn madE in thE 

WILSON 

KLP 

--------- ------------------------ ----~----------------~------------
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TELEGRAM RECEIVED 
RAW 
A .portion of this tElEgram , BErlin (part air) 
must bE c~Q.iUlY paraphrasl:=d 
bEforE bEing communicat FROM DatEd OctobEr 20, 1938 
to anyonE. (B) 

~cjd 9:30 a.~.,:lSt.. 

SEcrEtary of Sta " bAA~ g--. - OmcEonHf_~V-L 

/0 tJr ~ OCT211938 . 
564, OctobEr 20, 9 p.m". 	 DEPARTMENT OF STATf 

(GRAY) 25. FOR TREASURY FROM HE/,TH. 
m 

UndEr such hEadlinEs as "progrEssivE rEduction of 	 m 
N 

REichsbQ.nk crEdits" tl!.E GErman controllEd prESS is hailing • 
Of-as an achiEVEmEnt thE considErablE rEduction in crEdits and 

currEncy circulation shown in thE mid OctobE-r statEmEnt of -
~ 

thE REichsbank. -<.0 
Roughly 1,217 milli()n rEichsmarks or 73% of thE hugE en ..... 

SEptEmbEr incrEaSE of REichsbank crEdits hCLVE bEEn r:Epaid 

during thE first half of thE month. This is about thE norm~ 
~,.I 

pErcEntagE ratE of rEpaymEnt hOWEVEr •. At mid OctobEr 1937 ~-: !~' 
;,.,::J 'I'

71.4% of frEsh crEdits' of thE prEvious month WErE rEpaid. !f:p~1
ai' 

REichsbank bill hol~ings on OctobEr 15 WErE 6,986 million ~. 

rEichsmarks a dEcrEaSE of 350,000,000 rEichsmarks from Octo­

;, .'bEr 8. In mid OctobEr 1937 bill holdirigs WErE 5,000 million 
'':' l. 

rEichsmarks. 

Total currEncy in'circulation dEcrEaSEd by 888 million 

rEichsmarks to thE fig¥rE of 9,266 million rEichsmarks on 

OctobEr 15 which is still 33l,million rEichsmarks OVEr thE 

ctrculation at thE End of August and 558 million rEichsmarks 

'l.' 	 OVEr 

206077 
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-3- 564, OctobEr 20, 9 p.m., f~om BErlin. 

ThE continuEd passivE tradE balanCE and dEcrEasE in EXpOTts 

arE causing worry hOWEVEr as is EvidEncEd '(1) by Funk's 

rEcEnt, lEttEr to thE REich Economic Chamb'Er in which hE EX­

hortEd GErman manufacturErs to frEsh Efforts for Export tradE; 

and (2) thE attEmpts of thE GErman GOVErnmEnt to pErsuadE 

England to bEgin thE nEgotiations for mutual tariff conCES­

sions call Ed, for by a claUSE in thE Anglo-GErman agr E El:lEnt 

of last JunE (END GRAY). According to British sourCES hErE 
" 
" IthE British GovErl1L1Ent iS,at prESEnt disinclinEd to EntEr 

into such nEgotiations pEnding furthEr clarification of thE 

poli tical o.tmosphEr·E. ,ThE samE sourc ES statE that thE 

British GOVErnmEnt is pErfEctly awarE that thE rElativEly 

favorabl E 'tradE and paymEnt arrang EmEnts which it had grant Ed, 

GErmany had allOWEd thE REich to purcoos E on thE London 

markEt raYif mat Erials not of English origin vlhich WErE us Ed 

in GErman military prEparation and rEarmamEnt. Had thE tradE 
I 

IagrEEmEnt bEEn 0. clEaring agrEEmEnt of thE tYPE of thE Swiss I 
h 
" 

arrangEmEnt GErmany would haVE bEEn unablE to makE thESE I 
i 
I' 

purchasEs EXCEpt through thE USE of its frEE ExchangE and i, 
~!gold'r ES Erv ES,. 
[.

(GRAY) In prEvious tElEgrams it has bEEn hOtEd that 

GErmany's import surplus for thE first s EVEn months of; this 

YEar was accompani Ed by nEt gold imports of 94.5 million 

r Eichsmarks,.' 

,-----'-' , 



• 

\ 
MJD -2- No., 543, OctobEr 12, ,5 p., m. from BErlin 

/ ~at considEration was givEn to assiening an EVEn highEr 

-JonvErsion valuE f6r "SudEtEn crowns". It is pointEd out 

Jha t thE GErman aVEragE indus trial hourly wagE is rE ich-
I' ,
marks 0.78 whErEas thE aVEragE hourly wagE in thirty-two 

I 

CZEch industriES in 1936 wfJ.s rEicrunarks 0.37. On this basis 

Jt is statEd that a convErsion ratE of thE mark for thE 

drown of 16 pfEnnigs was indicatEd. 

\ (END GRAY) As rEgards thE rumorEd CZEch-GErman customs 

and currEncy union (SEE my No. 19) thE CZEch LEgation in­

Slists that CZEchoslovakia has madE no such offEr nor has it 
I " " 

rlEcEivEd such a rEquEst from GErmany. It would SEEm that 

i~ SErious considEration is bEing givEn to such a moOE ~y ~E 
C,zEchs thEY vl/ould dElay it as long as thErE was any possi­

b l. l' 't f t t . t' 1 . b ~ 1 Y 0 gE lng hE proposEd oan from England. A mEm Er 
I 

o~ thE British dEIEga:tion to thE confErEncE hErE r~markEd 
I 

that hE assumEd that PEroutka of thE CZEch National Bank who 
I ' 

is in London prEsumably nEgotiating for thE loan was probably· 
l . . t .b Elng SEvErEly qUEstionEd as to thE rumorEd cus oms unlon;
I. ' 
that it yvouldbE "unusual" for Engl and to makE a largE loan . I 

! 

to a country which was planning to incorporat E its Elf Econ-. 


. olicallY with thE REich. Such action would bE EquivalEnt to
I ' , 
ailoan to GErmany to complEtE its four YEar plan for military 

i 
and SElf sufficiEncy in raw matErials'. 

"JILSON 

,206079 




V 

.... '. ~ -, ' 

r. . 
//J ~'; ,.",.'

, ' /'.':C~I!R GLASS. VA., CHAIRMAN· , . 
\ 

kDlNln'H Me KELLAR: T£HN. mtmlIRlCK HALE, MAINE 
CARL. HAYDEN,' ARI%. GERALD p. NYE. H. DAk. 
ELMER THOMAs. OKLA. JOHN G. TOWNSItHD. JR•• OIEI,..; 
JAMB ft. BYRNES, S. C. STYL£& BRJDGltS, N.. H.

M'LJ.J\RD E. TYDINGS. MD. HENRV CAIIOT LODGE. JR., MASS. .; ~IC !.l ~ (J!. 1 _.1_ (J!., 1_ ~ 
RICHARD II. RUSSEI.J... GA. RUFUS C. HOI.MAN, OREG. RL: ... ;: _~ nn~... .....a;}J,A".WS .....a;}~naie 

ALVA B. ADAM•• COLO. ROBERT A, TAFT! r!1~ ~ (j t IVEL \ 

:~=I:~~=~.NIIV. .' AhTM~Nr 0:: "r~~MITTEEONAPPROPRIATIONS . ~ "",(f 
JOHN H.. BANKHltAO, ALA. \" ( ., """ , -,' 
JOSEPH C. O'MAHONEY, wvo., ~" 
HARRY &. TRUMAN. Mo.. ' ;J 

=~:~=?i~JNN' 1939 OCT 2 M1 II 09 October 5 1939 \ 0" ~V 
DItNNI& CliAVEZ, N. MJD(. - ..... -' *...........-.: 

IEVERARD H. SMITH, CLERK OFFl&E OF mE AflVISEfi UU 
i JOHN W. R. SMITH, ASST.CI.ERJ< DIVISION.' September 28 t 1939. lMlIRNAfiONAl ECONllMI~' mAiRS 

C(f)M~U~CATl0Nt.' OCT - 31939 
AN,,) RtCORDS 

! .! , " '~':. 
;') 

Ocr 

'''''''DEPARTMENT Of STATE 

Honorable Cordell Hull 

Secretary of State 

Washington, D. C. 


Dear Mr. Secretary: 

CDI enclose herewith a letter received from m 
Mr~ T. J. D. Fuller, Jr., of the Polaroid Corporation, 1\)'
285 Columbus Avenue, Boston, Massa,chusetts. The •letter explains itself. 01 

I·shall be glad to have whatever information 01 you can send, together with the return of Mr. Fuller's 
letter. 

Sincerely yours, 

o 

I-t H. O. -_.! 
0';) 

..20',6,080 




OOPY: EA: EB, 

POLAROID OORPORATION 

285 Oolumbus Avenue • Boston, Massachusetts 

September 19, 1939 

Senator Henry Oabot Lodge, Jr. 
U. S. Senate 

,Washington, D. C. 

Dear Sir: 

May we call your attention to a situation now 

existing 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. S. Government remain 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 bills would be paid 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 impossible for 

our customers to obtain the necessary American exchange 

to make payments. 


The reason for this is obviously that the German 

Government has taken under its control all the available 

public 'and private foreign credits belonging to the 

residents of its occupied ~erritories. 


We understand that it is using the American exchange 
and credit so acquired to make fresh purchases for its 
own account or is releasing it to certain favored German 
concerns for the purpose of making fresh purchases in 
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 it does not seem 
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 applied on 
account of the German, Czechoslovakian or Austrian debt 
to the'U. S. Government. 

In 

,206 ' ", 081 




v 

j,. ! , , 

In any event, we fail to see the logic of permitting 
the G~rman Government to purchase goods from other sup­
pliers in America with money which rightfully belongs to 
us. 

Yours very truly, 

T. J. D. FULLER, JR. 

tjdf/ew 
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. October 5 1939' 

In-.. replj.", .'fer 'to 
·l!lA.···e62,.~l:~1/2~lb en 

I. 	 L0)
l 	 I\) 

• 
01-
01 

\, 
~ .have "..80.,1••4·10_ lett.!' of a,pt_mber28, tr.ps,.. 

m~tt~n8 M~. 'f..J .. D. rul1.r. J~O~'I lett.r tQ you of' 

.sep . .t.i1lb.~19 • 	 o 
-·Mr. ftO,l$1'ool@lalna of hie .1nab"l1,'f'to. ()btaln pay.. 

ment ret" goods shipped on open aoeoW11;~opr)....atft -.oompariies 

1n ,Austria. and OzechosloVakia befotoe'fil;l:.pcoupatlotJ,ot 

theiiletenltorlEUJ ~i Ge~t. !le BU·gge.ts; th,..$the (l$rntan 

Goverruaent -.eb()ulclL not beperlittted to spelld .mone1 lbthl.8 

oountr, tulles. 1t be appli.,4 on .oo()unt of th•. Gel'!1lan~ 

Ozeoho8loVak or A~Btr1:an debt to tlnJ:~Dl'e4 $tat.8~ve:m-

Aato the eitua:t;ioll'ottaot to w~ohA(r. FUller 

refera:,.both Attstr1.. ani.CzeohOslovala 'J'Ad- oOlls1derable;
, -' -,' ' . -"", ~,' .. .. ,,;, ,~.!.., . ' - "- • - . ~. . 

.p.e~1:04. ,at,.r' 1931 lIla:Lnt.ln.4~.gS;mIUJ qt exclUJ.nS...,ont.~l i 

'bu.t the ·AuB.tr1~oontI'91 was. generalll r,lued & fev' 

years ago' and,QzeohQaloyak1a1lBPo.se41-lttle restJ;'1ctiQn 

d.n 

,j) 
........ 
c.. 
:> 

TheH()n()~ab~. 

ft,·. O. Lo~., JUl'li4)r', 

Un~t"Sta". 8'1'1a~•• 

:20.608j 
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Oil p.,.--.'a to;rAmer'lCarl goods. p£¢tle"l.aI'11 slne, ·tlie·, 

conclusion of the tr-ade' agreeme1'ltb.etli••n 'Gr.ecl1os1oyuLa: . ~ \ " . , '. . . . . '. , .. . . 
, ... 

... 

. and th.Uui;t.a;Statelh G~rman .exchange control. regu111'­
" 

.tlona-ha.".DOw ,b.~u1appl1.a 1. Austnall te~t:t;oj'y., 

Gteohosl.ovWahaaas.parater:eg1me of exchange COJ1,trp.1 

uadet> an au·thori", ·esta.bllSh.a. .1a the. ~:11l1sm at Goaune:rq~, 

for the:. te""l~nar()_(i :praha. Slnce 19341JDpOl"t:8 .1·nt9 

G.e~hav. b .•• nelo.sel;J' regulat.db,a ay.t~.Di 0.:1 prlor, 
. . 

peft1tsan4~r., has b..,n I1ttl:e .o~l,at10. of. ~ears 

of commeJ"el.a.1 ll'lilebteb.... to Amer1eans. Unpald German 

oommerotal ~nd.bt8an.S8. to Am.erlcan suppliers 't,rhlch acorued 

betore thelnstal1ation of the plan adopted ln 1934 has not 
, 

b.'en large and' has gradually been red,uced by p.,..n~,•. 

Hr. Fuller· 8 Buggestlo.nthat tbe German Governmen~ . 

be not permItted to. apt,md money in thIs oountry' e;J:oept 1Jl 
o '. • 'r 

, ) 

pay••a'of In(leb~ec!De88 to the (Jeva.mtI.tent- of .the UnIted 

States would ·ot ooursenot dll"ectly rem.ay the gj,;tuatl()n 

eonc*rnlng whloh·hecomplalns. In thereoent period ot· 

numerous d.·taults on foreign pqment oblIgations." .deb:t(l)r 

etatee have givenprlol"tty top~mellts tor 
. 

(ri~rrent 
. 

imports, 

thel:r &btlltlr·'to make MY pa,tmemts abroad being largely 

depen4entupon the continuation otthell" .1nter~ational 

trad.. , whlcll req-u1r-esboth Imports and exp'orts 1n order. 

that,'. 

7 . 

1 
I. 

http:nd.bt8an.S8
http:ay.t~.Di


L. 
. -.,~,.~ , . 

I 
; 

, 

thattraae, .ma)' 'o:OJltlilue. .1 ·bel.1...tlul;1b':.JUll.~.sI 

I 81.188.8,ltoll would general17 be:regardeti as 1mp:r~t"Qa})le,. 

'K!",. 5FUj.l;&r'·~'sle,t'te~to' yo·u' l,8r:.tu~e4be:reW:1:.b. 

aooPi' )ua..v1D8 .'btten iL-e~D.d 1. t)l;.D8part~.'., 
. ; 

[ordeU'Em.U, 

Jnclo"',t 


'l!'roml(r'. .hile:f'...
'. '." ., 
hp~••'bep 19,.. 

EA: FL:LWW 10-4 

~ 
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CROSS-REFERENCE FILE 

NOTE 
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co 
mSUBJECT 1\) 

I •Rece~pt of 17 tons Of gold from Russia by the German 
UiReichsbaDk 1ItOh is to serve as intermediary banker for the 

Russian Government. ,-
01 

I 
For the original paper from which reference is taken 

I 
I 

ISee ___________~~!!.!:_~_!?______~__E=_J?.~________________________________________________c___ 

(Deapulch, lelegram. InBh'uotIon. letter, elo.) 

Germanyjted__u~_t,___!!?!u.!~:3~______:_______ 1f.tom f ____(~~~2___________ 

I I eDnf1de~t1m '110 .:U ____________________ 861.51 2828 _____________________________~F e No. _______________________________~ 
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TELEGRAM RECEIVED 


IJI 
'This t E1Egrl:lm must bE 
closEly paraphrasEd bE,­
forE bEing communicatEd 
to anyonE. (br) 

BErlin 
FROM 

DatEd NovEmbEr 6 1 1939 

SEcrEtary of StatE 

Washington, 

CONFIDENTIAL TO TREASURY FROM HEATH. 
" 

With rEfErEncE SEcrEtary's lEttEr of OctobEr 4. 

Taylor stat ES that whi1 E in Rumania hE was in-

If ormEd that about onE half of thE Polish gold rE­

SErVE had bEEn rEtainEd in Rumania whErE it was 'bEing 

IUS Ed to pay f or thE UpkEEP of thE largE numbEr of 

IPOUSh military, official and othEr rEfugEES 

country. ThE balancE of thE gold rESErVE hE 

I 
~tands was shipPEd to A1Exandria l Egypt. 
I 
I 

KIRK 

I 
ROW: EMB 

in that 

undEr­

a 

0 
t:J 
H-!
I-' • 

Pol 
CD 
~ 
c+ 
~J\<

P). ,......, 

I-rj 
• ...1 • ........ 
CD 
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. TELEGRAM RECEIVED 

JR iJ: I: t..~
This tElEgram must bE FROM BErlin 

ClosEly paraphrasEd bE~ 


forE bEing communicatEd DatEd DEC Emb Er7 I 1938 

to anyonE.. (C) , 


REC 'd 7: 35 a.,m. "I' ~ 
•• ' / ' '~J •• t 

.f ~. 

S Ecr Etary of OFFICE If Ifl AD~U'N 
INlIRNATnlHAl ECUtruMIC AfFAIRS 

OEC ..... 71938 
DEPARTMENT OF STATE 

699" 

No. 36. FOR TREASURY FROM HEATH. 
CD 

I lEarnEd YEstErd~y that Schacht had lEft for m 
I\) 

London to confEr with Montagu Nor~an. His visit • 
01 

is bEing kEpt sEcrEt hErE. nor could any Explanation 
(n

of its purposE 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. 00 

I\.) 

GILBERT 

1:if1ac: PEG 
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DEPARTMENT OF STATE 

I OFFICE OF THE ECONOMIC ADVISER 
I 

I 	 December 21, 1938. 
! 
I 

ED - Mr.! Moffat: 
I 

Yest:erday we sent the Treasury paragraph
No.1 of; Berlin's 738, December 19, 1 p.m.,
by which Gilbert approved Heath's visit to 
Washington and transmitted Heath's request
for instructions as to the approximate time 
when his arrival is desired. 

, Thii morning Mr. Lochhead telephoned me 
that helha.d taken this up with Secretary
Morgenthau, after Mr. Achilles had suggested
that itimight be desirable for Heath to stay'
in Berliin through the time of Mr. Rublee IS 
visi t t'here. Mr. Lochhead said that Mr. 
Morgentha.u said that any time for Heath's

i 	visit ~ill be agreeable to. him, even if a
!i 	month 9r more elapsed before the visit, and
l 	that h~ wou~~ leave it to the State Depart­
,~ 	 ment t9 dec~a.e. lia-d.id.~:not","wantH~~,:th here 

until after New Years but it did not matter 
now-'ToYlg"'-e:fter-'New'YeareL' ' , 

'''-'0, ...,._••• ,. 	 .,,(;J.~. ",."'.".~;."y., •.'H_ ..... :.t..~.'':'i.•.••1>.'~.';V~'':'',.''c'''' ..., ,,_, 

Mr/. Lochhead went on to say as of possible i 
intere,st that in the last day or two there has I 
been an interesting difference in the tone of . 
the e~change experts 'of the Bank of France and I 
the Ba,~nk of England in telephone conversations " 
with the Federal Reserve Bank. The Bank of 
France man is jUbilant; gold is flowing into 
Franc~; he dismissed an inquiry about possible I 
trouble with Mussolini contemptuously. On the I 
other! hand, the Bank ~~ England man is most 
pessfmistic. He is worried over the '8 ter,..,
ling ,exchange situation, and over the' 

i 

! 
I 
I, 

I 


'~, I
_,,,,"/ 

fi .IN~~,p Ig- ; 
, ~ I!\~I., !~ '~~~ ..---...,.;..: 

11. 

I 
i 

i 
I' 

I,
I 

I' 
I 

i 

i, 

I 
I 	 " 

"ber,' SO, 1938. 

f 
I ,
I 

r8~l1t. ~l,.. oompl~.. 

it :the Treaeur~. 
i 	 , , 

I ' , 

1-' 7380t ;Deo,..iriber is 

f. i~~/.J*'I/ 1'1 q,' Ii
I 	 . . ,~. f.·. 
i 	 ' ' 
i 

, '±2:l:l 
. 'I., 

Hi! 
, I 

'; I 
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ii , 
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II 

f 

I 	 ' 

I 
I. 
; , 

II
, I 
: I 

l; 
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! ; 

I 

OEPARTMENT OF STATE 

OFFICE OF THE ECONOMIC ADVISER 

I ' 
I -2­
I 

, I
reported dissention in the Chamberlain 
'Cabi~et and he expe,cts that there will 
be more trouble with Hitler by spring.
He would not indicate just what ,kind of 
trou~le with Hitler was expected. 

I 

I 
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. I TELEGRAM RECEIVED REB 
I 

h portion of 
thiS tElEgram must bE 
closEly para.PhraSEd bE­ FROM BERLIN,:.. ~ .. 
forE bEing communicatEd 
to anyonE~ (C) . DatEd January 10, 1939I 

3 p. m. 

• 
·01SEcrEtary of StatE'lf?~_ ~J 
enWashington. C9 \;;;~,.Rv-

25, January 10, 4 p. m. 


(GRAY) NumbEr OnE. FOR TREASURY FROM HEATH. 


MontaguE No~nan had lEft bEforE I rEturnEd to BErlin. 


According to thE British Embassy thErE WErE no monEtary or 

othEr nEgotiations during his trip hErE which was to rEturn 
i!':'.(("~~' :: 

Schacht IS visit ancl to obtain financial and Economic'iIrip~E s­

sions. ThE REichsbank gaVE a lUnch for him which was 

attEndEd by mEmbErs of thE DirEctoratE and a fEW GErman '--

, . 
t. ..J 

"._ 

bankErs and industrialists. (END GRAY) 

SincE my last tElEgram SEVEral WEEks ago thE;rE SEEms 

to bE incrEasing opinion and EvidEncE of financial and 

Economic strain and dEtErioration and littlE bEliEf that 

thE lEadErs of thE GOVErnmEnt will modify thEir ambitious t?"-.) 
.~ 

programs sufficiEntly to rEliEvE this trEnd. ThE trEnd . 
. ""1 

t ..... 

t=' 
t::1is gradual, no informEd obSErvEr hErE bEliEving that any L), 
..":~ 
" 
VrEal brEak down of;thE Economic machinE is at all imminEnt 
I"'" 

........ 

~ 

or that, barring unforESEEn occurrEncES, EffEctivE public 

opinion 

fi) 

.~.-.:------.-
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REB 

I 2-#25i From BErlin, Jan~10,4p~m. 

d,Pinion against rEstrictions on thE standard of living
! 
i

imposEd by thE .nEcEssitiEs program will dEVElop ,for somE 
l. 

t ~mE. 

I Although I accEpt thE story with considErablE rESErVE 

I was told on apparEntly good authority that at thE End of 
I 

DEcEmbEr thE FinanCE MinistEr askEd HitlEr's pErmission 
I 

dtgain to raiSE taxEs stating that hE had borrowEd 500,000,000 

marks from thE ArbEits front funds which had to bE rEturnEd 
I 
in April and that prEsEnt rEVEnUE and procEEds of loans 

lErE insufficiEnt to mEEt budgEtary EXPEnditurES. Accord-
I 
ing to thE s tory thE rEquE st was mEt by flat rEfusal whErE­
! 

lipon thE FinanCE MinistEr statEd that hE would haVE to 
I •rEslgn. HitlEr is thEn suppoSEd to havE said that hE would 
I 

mattEr undEr advisEmEnt~ I undErstand that alakE thE 

story to this EffECt was publishEd in CErtain English papErs. 

PErsonal subscriptions for thE fourth 1938 loan of onE 
I 
and onE-half billion marks (SEE my No. 32 of NovEmbEr 20) 

ClOSEd on .January 9 and WErE unsatisfactory according to 

.cErtain local bankErs who assErt that thE consortium bank­

ling hOUSES will bE saddlEd. with thE grEatEr part of thE 

jisSUE. 

ThErE 



REB 

3-#25, From BErlin .. Jan.lO,4p.m. 

ThErE is incrEasEd pEssimism about thE forEign tradE 

O(tloOk. It is to bE notEd that coffEE'is now bEing 

rationEd in BErlin .., ThErE arE also unconfirmEd rEports 7J
I )) 

~f ration~ng of me;at in cErtain parts of GErmany although J 
I 
thE Agricultural AttachE aSsErts that thErE is a plEntiful .,., 
I . 
supply at thE prEsEnt ratE of consumption so that any 

'~Estriction on this commodity would SEEm to bE dirEctEd .. 
toward building up stocks. ThE British CommErcial AttachE 

is of thE opinion that thE gold and forEign ExchangE 

rEsourCES (197 million marks in gold and frEE ExchangE and 

65 million marks in claims on clEaring countriES) acquirEd 

from thE Austrian National Bank haVE now bEEn ExhaustEd. 

(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 EliEVEn 

months amounts to 425 million marks. 

ThE NOVEmbEr adVErSE balancE for grEatEr GErmany was 

69 million'marks as comparEd with 36 million in OctobEr. 

ThE incrEaSE was almost EntirEly dUE to a f~lling off of 

Exports. Imports in NOVEmbEr 1938 WErE 3 pEr cEnt undEr 

thE valuE of imports in NovEmb.Er .1937 but dUE to lOWEr 

pricEs 

~ ---~-'-~ 

- , .._- -­
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REIB 

I . 4-#25, From BErlin, Jan.10 ,4p.m. 

p~iCES about 10 pEr cEnt grEatEr in quantity. It is to bE 
. i . . 

rl,6tEd that thE advErSE forEign balancE is almost EntirEly 

+countEdfor by thE acquisition of Austria and SudEtEnland. 

~or old GE'rmany alonE thE advErsE balancE was only about 9 
I 

million marks. 

t 
I . 

.1: 
GILBERT 

HPD 
I 
I 
i 
i 

W 
""':=' 
~ 

._. - -.. ". ".--:-,._._-- -- .r:-; 
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No.4. FOR TREAStJRY FROM HEATH. 

• 

",,,,o,,,,,,,,L..n,,,"'AA~~ "----.O-EC-LA·ssWi~?~ /") RG s9 

. Au!hoil~t 3.l, 1·-\\·- t L.__ :ntry BRA-


By ~ NAPA Data'1-S:fj ~--=I=""==_ 


.""'. .yNb,-­ , ./ 
TELEGRAM REOEIVED 

REB 

A portiolil-lai'

this tElEgram must bE FRO~:, ~.-

', 
,,'.. ~'. 


closEly paraphrasEd bE- BERLIN 
' 


forE bEing communicatEd 

to anyonE •. (C) DatEd January 21, 1939 


().]
In his convErsation with RublEE today GOEring lEt 

it bE clEarly undErstood that Schacht's dismissal had 

nothing to do with his discussions '.vi th thE Evian 
'- ...:.!:> 

CommittEE OVEr JEwish Emigration. HE said that HitlEr 	 .:~~:!! .Jo:t< 
~'X 

t.j.,.. t~had givEn Schacht CErtain dirEctiVES 'which Schacht 	 i 
(!~'.~ 

'0e 
ithousht hE could not pErform and accordinGly rEliEvEd v,) 

! 

·r 
~Q) 
I 

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 

dEtErrninEd to mEEt its budgEtary rEquirEmEnts and thE 

nEEds for incrEasEd industrial inVEstmEnt through crEdit 

crEation by thE CEntral Bank plus somE EconomiES instEad 

of thrOUGh incrEasEd taXES or fOrCEd savinGs' which' WErE 

poli cally undEsirablE. 
It 

r­
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2... #59, From BErlin, Jan.2l,lOp.m. 

It is rEcallEd that Schacht said to m~ somE timE 

ago that hE was onE cEntral bankEr. who could not countE­

nancE inflation. HE had madE his rEputation through 

Ending an inflation and hE' would haVE to rEsign if 

askEd to pursuE an inflationary policy. 

GILBERT 

eSB 

" 

" , 
; , 

, i . 
, I : 

l '~ 

206096 




1---------.«.. 
REPROOUCEOATTHENATIONALARCHlVES : DECLASSIFIED RG S~, 

.:,: A~tt;o.i~' ~.l I 1-\1--1,,-_ Entry 19if4 ­
'?J' By.~j{, NAPA Oata't-5~.~i==_ 

, l 

-':k/ 

/ ,~,::, ",;.> '. ; 
DEPARTMENT OF STATE /':~. 

! : ..",,' 
DIVISION OF EUROPEAN AFFAIRS 

MEMORANDUlitl 

March 10, 1939. 

Mr. Messersmith: 

The Secret2,ry of the Treasury 

minutes ago onfbUl"'G points. 

1. He asked tilat Heath remain 

next American sailing on Vlednesc,.ay, March 15. I told • 
ul 

there could be no trouble on'this score. 
01 

2. He said that the Treasury made a modest entertain­
........ 

ment allovrance to Butterworth and Cochran on a 'scale which I\) ,
i (), 
rad been approved by the State Department. The rrreasu.ry Q) , 

flas 'willing to. make a corre~ponding allo'wance ,t~ Heath ."1: ' 

of any eIDount that we consiaered appropriate. l {!!, 000 c) '1.J (..( ,f'ir!."""')/ 
. (i) 

3. Mr. Morgerithau said. that he not been receiving o 
any financial informe.tion of value from our missions in 
I 
Poland, Hungary and Rumania. He was anxious to send 
I ' 
Heath occasionally to visit those three countries and 
I ' , 
get financial information or gossip in the same way that 

bochran periodically vis i ted Belgium! Holland and the ':'-" 

Scandinavian countries. He asked if I saw objection. I, 

s d none but that I felt, the v.Jay should be paved by 

personal letters to the three chiefs of' mission explalnlng 

that 

in 
i.,, 

",J 

,206'097 
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ExchangE rESErVES GErmany vlould only rEap disadvantagEs 

in dEvaluing. HE said Schacht and hE WErE of thE samE 

mind on this point. 

At this point hE was intErruptEd by thE ar·rival' 

o~ REichsbank officials•. 

BlEssing has rEsignEd from thE REtchsbank and whilE 

hE insists that Brinkmann inclinEs to' lEt him staYJl his 

rE.signationvras practically forCEd by party opposition.· 

GILBERT 

PEG:CSB 

, 
I . 

j " 
! : 
i ' 
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at that tlme~ 
\

This is qUite in order. 

2. I gee no reason why Heath should not accept the 

enterta.inment allowance wh1ch the Treasury is prepared to 

make to him as 1s now being made to Butterworth and 

Cochran~ I told Heath there would be no obJeo,t1on to 

his rece1ving such an Allowance during the period that the 

Treasury chooses to give it. The work which the Treasury 

desires Heath to do makes necessa.ry certa1n spec1al 

entertainment during travel and away from his post. It 

is quite proper that he should under the ciroumstances 

reoeive this speoial allowance from the Treasury~ I have 

told·. him, however, tha.t he should not mention anything 

concerning'this allowanoe to others for I see no objeot 

to be ga.ined in its being known that he gets this allm'itmCe. 

3. I oan,see no objection to Heath going occasionalJ;y 

to Poland, Hungary and Rumania in order to carry through'" 

his reporting activities for the Treasury. I discussed 

this 

, . 

I 

1 
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that the visits of Heath were in no sense a reflection on.I . 

their work but. were designed to obtain certain types ofI '.. 	 . 
tiechnic.s.l information to indicate to our missions the type 

lolf financial reporting the Treasul"'y wanted: and to coordinate 

f\inancial information by bringing the chiefs of mission 
I . 

UP to date on what was going on financially speaking
f 

vfi th their neighbors. Mr. Morgenthau thought this would 
I 

ble an excellent idea. 
, 

4. 	Mr. Morgenthau said th8.t HeD.th was gradually breaking 

'..ir more and more and turning out to be of value to him. He 

hpped that i tVTould be possible for HeEth to devote more 

time, - if not all hi s time, - to Tre e.sury reporting. I 
I 

told l1im that just at present the Embassy was a bit disorganized
I 

with the Ambassador absent and Prentiss Gilbert's death. He 
I· ; 	 .

said that his request was not of immediate urgency but hoped 
I 

it vvould be granted wheri conditions reverted to normal. 

I If you would care to give rnethe information under point 2 

I can pass it on orally to Mr. Morgenthau I s office~ If you 

alprove my answer under point 3 I can prepare draft letters 

fqr either your signature or that of S~~e Welles • .fJ1 \1 ._. 

Pier:!.§po.a-t 

IEuPM:VEJ 

I 

ffat 
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This tElEgram must bE 

ClOSE.l.f paraphraSEd b E­

forE bEing communicatEd 

to anyonE. (C) 


co 
OJ

NUMBER 14 FOR rrREASURY FROM HEATH j':J 

•I had a, long talk with ,Puhl who, as a rEsult of 


Brinkmann's illnESS ha,s t akEnthE lattEr's plaCE pro­


visionally as ViCE PrEsidEnt of thE REichsbank. Funk, 
 ......... 
\\)

MinistEr of Economics, is PrEsidEnt but thE actual o 
administration of thE bank is in Puhl1s hands. '. 

Puhl admittEd frankly that thE ExchangE strin­


gEncy of thE REich was grEatEr than EVEr bEforE., HE 


ass Ert Ed that contrary to gEnEral opinion thE liab ilit itS 


of thE CZEch National Bank in forEign ExchangE WErE 


grEatEr than thE assEts sincE thE REichsbank was mEEting 


"loyally" and would in thE futurE mEEt thE hEavy crEdit 


commitmEnts abroad of CZEch importErs. Normally whEn 


en importEr paid off onE forEign crEdit hE would rEcEiVE 


'nEW crEdits frop! forEign suppliErs but Puhl admittEd 

that frEsh crEd,its WErE not bEing much grant Ed to 

CZEchoslovakia in ViEW of thE intErnational situation. 

I was unablE to obtain an Est imat,E, of thE gold,, 

forE ign ExchangE ass EtS acquirEd w=41'.h Cz Echos lovakia. 

WhEn 

206101 
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, 

"2-#224, From BErlin,Apr.l,4:p.:i:n~ i;
J. 

" 

At thE prESEnt timE thE QZEch/ ExchangE control has a 

Jominal autonomy but Its.opErations arE folloWEd and 

Iin fact dirEctEd by rEpr~sEntativEs of· thE REichsbank 
I '. r 
and REichs ExchangE authority who brought a staff of ' 
I· .' 
I 

EmploYEES'to Praha. 
I 

GEIST 

NPL 
I 

I 

o . 
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SEE .L.....6.6.0J.:.Jil!-7.2.3.........__________...._________________ FOR ___Aal..__27.8...11-ron.________________ .__~____ 


I ' 

! G ' FROM ________ ._______e.r.lllany.._________ _____________ (. ____Gais.:t_____________) DATED .J.pr..il--.24-,,1.$1.39-------.­

TO 

REGPiROING: 

NAME 1-1121 ... 

Excharxge-Garmany. :Ch!Yllberlain inforlll9d the German Embassy 
in London that Great Brita.nn is prepared to release to the 
Reich the greater portion of the Czech gold reserve which was 

deposited in ~ondon. He als 0 s aid- that prive:b3 Czech funds 
and credits now blocked in England will also be released. 

fp 

en 
m 
I\l 
• 

01 

01 

......... 

ro 
o 
(III 
m 
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JR 
This tElEgram must bE 
qlos Ely paraphl'as Ed b E­ BErlin 
flarE bEing conllnun:i.catEd 
to anYOl1E~ (0) DatEd April 24, 1939 

SEcrEtary of StatE, 

Washington. 

278, April 24, 11 a.m. 

I REliablE information h.~ bEEn rECEivEd that ~ 
ChambErlo.::i.n has informEd thE GErman Embassy in London \\ 

\";.', '\' 

Jhat Gr Brii;~:lin is pr i~par Ed. to rEI DB E to thE REich ~~ 

EatEr part of thE portion of t Czech gold 

rESErVE which was dEpositEd in London. HE is also 
, I ' 
undErstood to havE informEd thE GErman Embassy that 

JriVQtE CZEch funds nnd crEdits now blockEd in England
I ' 
will also bE rElEasEd. 

ThE rEaction of REich officials to this nEWS is onE 

6fsurprlsE and somEv~h8.t amUSEd disdain thEir 
I ' 
intErprEtation bEing that ChambErlain is still inclinEd 
I '. ' 
to gEsturES of "apDEasmEnt" and 8. bEliEf that thE REiohI ' ­
may bE bought off by financial EntiCEmEnts. 

REpEat appropriatE portions of thE forEgoing 

to TrEasury as No, 2Cl from HEath. 

GEIST 

HPD 
I ,

" ' 7.2--3 
'--'~-"-----'- 1-------.:------~----'-~-.. 

------ ~-.-- --.......... _-- -.-. * ••• - .- • .-.' 
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OF NEW YORK 
'.... ~ ~ ;~ , 

" 

October 24, 1945. 

. . . 

in-. E. A. Goldenweiser, 
Economic Adviser,, 
Board of Governors of the
I Federal Resene System, 
jashington 25, D. C. 

Dear Dr. Goldenweiser: 

I I :; th~ught you might be interested in the enclosed copy of 
rough notes I had intended to use in a talk I gave to the Jiesearch 
-fmd Foreign Departments. Actua.l.JJr, I used only about a quarter of. 
the material, since the talk was ,ad lib and it would have taken too 
~uch time to cover all of it. 

I I hope to come to -Washington next week or the following. 
,~nd :.am lOOking forw.ard to dropping in to see you, if it I S convenient
1'0 you. I plan to bringrith me our itemized expense account and a 
rough outline at the -written report, 1'Ihich I am anxious to discuss 
rith you before proceeding much further. 

I ' Inciden~, I n9ticed the article in last '1'1esld s American 
B'P:Hr about your future plans. I take it that it's out in the open' 
~OIT•. 

Sincerel;r, 

#~ 
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."I~~.~._·~···,~.·",,117"_~_ 
~ '. UDar.t.t&1 ~.. .. ". . 

~...,.,D,Bil'" ....'t7·,)aiib~$.ami re...ta.nt,<lf'i11"'tioIib~am. ... to be some .~ ···&rlu.d.., ...... '. . .. .' 
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" .. . . . . 

IdlWI __ iih ,_,~__ 

. . 

·,.pereGDt~,_..." .la14 ';be1n& fl-.tea.:;··wiU 71el4'·.about 6 
~ am~, .~ ....,~·At'5Nl]t... _20 'percent of 
,-:!a~t1" ...... , . .. 
,~"'" ,"'. 

fraar .lW14D.tmAA~·m111t,QDdoil.ara...•.Qt.·wh1oh '.'23. mUl.lcm .WQS paY 
to Sw:f.tHl'land" and·VSrid.ll!on tumedoverto the ~iema:hdD3 

!2' .nu«:m. taken ~. the. n.tth. Jzu.1. aad. tKlW ~hy:. iJll. ~. 

~traa'Q1J'· ...~... '.' '. ..... tot.al. ....·.ht.... .. . on' .....~.. 1:.9Ob.IDi.CD~.. .E4t 'bUl.1
.h ...... 111 aooOtmt .. to~now,~~ 1l7Al.;lied~·.- to . 
·th$.8tll'p1dso or the J\&lS~..... '. . .'. ..' . 

a.'lia4 talb nth Mml__.or '.-..eft. i_tat)._ter Qf .' . 
Reconstruct1On (ablebu-t old).,. and UIUleJ.'lo-Seentary or T7eaRl7 (a Uttle 
b.ru:aque). . . 

·~at lak doo8DO" ... ~~.Pol1tlealw;,una~~.... 
~.O\it.f)tbalance.and· ~'l\rlaok:tDg 18. mo~.n.bre.·C&nnot all 
~·~on the~. Onts14e '.help. '08D'be given., tmt the· ~" l188 
.111 tbsm.Bel1.'ltS.. . . . 

L 
')' .­

.After $tlq.of five da71t. reoe1.,.. arJQ' peml.Baien· to flT by' ·A,.!'IiC. to 
Pa:r1ti.. .,. pJ."OOe8d.to ~.'ti ·Dl~t.e.land_ ·in..'.krae.W.e' .ad· 
~ (:the latwn",m ,~, ak ~4 ·b&4lT·ba"~. . 

.. . . f ..... .' '" .of aU· • '. ··QO'QDt1"1es..Darita'i 1!tRIi'" .' . ~., ....,.... . . ....... 

.L1ttleOl" aobol\l'b ·~eri.d~EXttm:dve ~. shelter. 


l.ttJo 111 goodGOl1d1Uem.B:..a Ol'ilq' 2C)rPK".:rr'" 1BIiII£.1evel 
IIItd tbls .t.i'as~elY 1;0 ~eorreea.·v:;,., ' .. 
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D"~ .b&laaoa of· ~"la to. aaat.'omT!IJI,rsmyl
' ~". ~·0DeMU'. of wh1eb..........1otJt, ~tbe ...~!, .~. hal 


.1 JIleNb8.rit.~~ciWilt OrtG:it l.ariea· ""iD'bfaaac.ot ·iW. 

i.· a~A-ed~-:r~a-

':=,=~~~~~:=~pr~ . .,J, 

,;' . .. ' ", -' "" .. 
. :';-::>'<~'1 .:....:.....-~.. - '.•- be'. 41.... ' .',. '~-..;..~·~2..11';"
..ul.'mm~, .".,lNAfIIi,U,U, .·88eUvu,· "'~ eampe~~ .'~' 

",:' :., '·'r ':,::';:.-,. '/ "" . . : ) _.' :". -,.,- ,,' :'~. :::. ,>\ ':,<':',. " .. 


• .~~gal'+aa"~1:ae~~~h, 

. . 

~~~~.:,~>_ej,~ ~.~ ... and hsencO,., .' 


.SWden·. PftlbB.ttlJ:1ialIIaIlimprt'fDB _.0'. ~. Mt-rlalid.

.' ,':. " ,:,. - - '-.:~ '. ~.--- ':.' .'.... , .. :<..,',......:..'... '~ ... ~.:: .. ~-.:" .. '-'~..'-'.' .-'" '. " . 

.All ,tn S14t..laDd..~II~tem .. 1aerf""andopeJ:a~emo~~ . 
~ ..~.m~.BDdexpeoW .. m~(stoJo.y~ ....., ..... ....' '.' .'. . " '. ..,' 

~. Or .~. ·~ft01ijtorw1l!lt."ld;thllD pQ@'91Dd
neatly ~1nstreuts~; ,'" . . . ,. . . 

. I •.~...~,_~a~ej",:·~baj ~ptodd~e: ,,' .larp­
soale~, ...",_ .....Y.ali... IoW'ared1k .·~.Dumb~ of ao~ 
tr$efl "thutI'tur'&mOl!IDi ~,~,wln.·i~::aa~',,!.h~~t1:caal 

, .~ ot1S~., '.. ~ ..~.'..camt'Ot.H~.·.~.•d··¥1D.lQDd .. 
ot'84lt.a .~·io euk~t~..· . .. . 
.. .. . ;,.....,' . ,', '. "', ." ". .. ~.,,:'" ",,' .., ',"" : " : 

http:iD'bfaaac.ot
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·;~"tt,Oiiiy ...l)J)D q7807.7 

8y. ~£' NM\A D21e~ 

I....;.. '......U. t .,...tol4l 
I (1,) IIIe4en reaaaea . abe' bad 'a $laUvel;y .easy" .'U-~. 

. .... ..,WU". '. '. ',' ... ' '., ... , . , ..... ' I 
, 

(~ .•;u..-~., .•h.er att&bSlt~ 1,. ~. UpQa
,he stabUlvo-£ ~~~*>Wltnea., 


i... atlc!.t""", hie ·~.w.'1.IftJ;'lea ••'otbe'r ·.~eotmt~l. 

whiOlahehelpe4 sreatl7 dur!flg. the:w,r­

'-'*l1I'I'I&bhaftbea ~· __.".",.I"''''''".ncr";••,"11ari4'~..~.'4IN~ta'''';~bI1a\~· ,",
I ...,~ ~. to· .-.1ID11tua ........ ~.•,WOT.tl4 All•.ba'I'e'" obJMt1cm, 

aa ............ ....~, '....
'I'to.•. .•.8uId.ng". ',' 1.,ea4lD.. t: "." a ,bloo. of~,'.> mooVat.fte81tthat .ap-'
~tabe_~~t..s '.' ,:,. '" ' 

i ....kP __ .~EDpor C41Dtehl~ 1'38, _, ~•• at 11..., . 

iitdp~.', · '.,"'... "'."'" ..'. '.. ".' 
iO~·~ the ~,~l¥~lootb.~ *lldv 

*1d.l.lltItJ to .......'aU 'our',,~, . , 
... '. ' 

~ta lIt\de.to aet. '....'.~,.ott~.~ bImke",. 

~..al,Y1atU;Dg.....tm1~.... ~. aJd.cWJnGl'8 .~
d.,,. 
"~" ..... ...' .. .. ' .. .. "~.';.;pI'Et...........tUrds, ... , of.',"~.'."'".'. ","".. .'.'......,......, '.' ' 'Ohl.&a ", ".,'.'.'.'.'.. ' ,' ,'.. ,'._.,' .. ,., ..... ,,1."".".".'., '.. , .aad p. ',' "_'UD~ta17ot ,~{"""~" f'~~"'VDcr,~. 
~};J 'Da··.~.··'aad.~8',ot fiDlNllfht~. ,~·:ot 
'the, lfattOJl11l Bllrdtot%~, and ,ott1oereot 1l9!If Pttllath Ia~ ,Bar* 
~!,.....o,Ckbol., . ' 

~Ilooth WODld.llle to see .~'·'~.·'\h."Uua p~ of 
_~'beD'b.s and,~"'ota11 ~~na. 

" • .." '~- .,,', , . '" -,,' " " , ' -' . , . "e'" • 

..•..· ,.' .. ...:t,lB.. '·.d,.'ft.,'·.'.'ot ..her,. ~,'. pol1cz.", ai." ~,'". '._,".ft~.;,",that.. otM.,,·.......,' ... , '~.'''. 1t
.'" 

wUl'bj ~1.ag to· _ioh the· ~'. of ·the _~I'I.. .J." 
tiJ.dDkI14 "pz,t 1Q' IlODaT on ,~

.111 
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" , 

~t to r~ that In fl ~etel7CJQD.tZ'Ou.l eoonciIIIYj,"'tu:eG ' 
~~ ,',Qfte of lIIimY.ue ~O,CRltro:L .0I'941t., ... ' 

, ....~.,... 
,~t.. 1.&ll.oWa~ , ~;ft'erpota 'mql1eti.~,OfE._, 
",~.'lIIU'ket,~.~,'41'td&!ld~,.'~' ,~~t",.mq , 
~,',f9J' 'thef,Y' _~,bU\ part", Of ,ihSs.,too',mtlSt be; del1~ 

I,to p,.....~:, ", '" ,'" 

I' "~at Stat.Baak aeeme4;a1.lJ\SIdami1Dteftsted in 0Ul"~ ,", ,',' 

',~,~, ,In~,~ ,!it.' poiJIUiJe:~ ~ our pricedt ,gOl4" ' 

~.1!~:,~:l.1D" 4011fll! r&~,">~e4tl'<1a,~' IUJ, ',~, ~r 

II»'~SII~ hol41Dp'. .kJ&:lMi IiDPI!eJ>Ms that total amounta 

'f:IlIDm:,~ttee'I:"l..S aad,2 bl1Uon ~la:r..::., ' ' 

... ";, 
" ,,~'~eJ:SioD ,plsa mopert.t1~'.,B~ to bring n.r-4en.StaW 


~;,,1Iraot to,aoJ'ltal b,y tba'~i' ~"tbat.:othersnu'~ 

~;t1'V:tI~.,:~~1m.r'~··,',Ddltallf·,~,' ' , 


.,~,td_~~~~,)IImk'. . . .... ..... . . .•. 
f:. ~, lD Ru~plaJia'L'Ho,sataty~.s 'and',t1"S~., ,Plane' 

'tJ.llgdtrith ~" ...... ,colGrt.els. _fJJD~.~.'aoiD« \oBerU.,~,"~'· 

"'~,1UJil ~,8Ri1.~J4 ....,.1~'\'l7 ~;~,'", 

~'hg1" lmtOb ,met '~.,d~ ....iD1~ m1l!-* .. b!I4& 

'~t~ld.tb.".,. good warnc()N. ,Yri.P~lll""'_ '8er~ a 
'~,,""'" i', 

";-.' 

,~otbel' alU_.lJ.t4l.ecl~~Dg.up ,.-"':been done, ad, ,the, ~. 

otBerUU 18~. . 


',t, ~g,(~'=5f-'tW.;., 80Dd1\1an of '"people.ta'~aer&,~,ft.1Uat.t1~tOOt1..Acm~ eaal 
~ ad thi's1dniler ,maf17 Blare ,1d.1l p,~ tie. 

'ltltilJt'\~t¢On other 'than m1l1't.e47. I'lO ,mall de1ive"ua. 

Bri~ ,',__,tof~ --".or,__ capital to B~: ,=~~>amd,'' ",()~",;rBelobsbaDk att1c!&ls' ~"attba:t~. 8jI"
~~~"" ",.",""', 
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· ~ ..w.~ ·oWra.. tbey ·bIma..•~Q~i;sG'.tilt_','Uli.· OXCeP 
. that, .loOted f1"Cl1tB~;~trz.om the ~.tio oppGrtrmi. to. see 

· .i)t~/~o1$3.e••'.bt1"·'~'~ :.... fllOSt ~cit1e.~, "~' 

·.~'otBeltl.!nan .fitJ1!!4 ap.1n.,'. 


···Ltk.'~~totEuropeJ • (lIfiiIU ·s8em'~~m:l~:~~ti·. .' . 
· 	ul_·~·ev1d.tmoa'or:1el4·torUt1~';,,,~"'__;~~ · thet~~'~ .... ,.~" ' .. '" " 

.,' : . 
" ". .' 

DLilmM"'- ..' ..... . 
. 	 . . 

.'. ·W$ti···.IJoailI,t'JIItfe by .•~e lliB'P.Brusel.seWl. Deems to 'be 'the 

"y.~ _the north·,,: ~seSi:c_pPter.···~,b~, 
. . . ...... " .': ',:",-' ,;,/'". : 

~rtat1oa~.a~..;better.~1D P¢a... 

'1;*;.;.";~Ucg arid.~·....w_~4wltb'.~ 
..'\ ..' ~~lanct.-Ie"\lII~f;,·SD·-~.- ;.... . 

.....:	...''I.L1EIria.L. l$S8Prob1_91uaem~~ Belg1aD.~ 
.~ g~forM?ed.,therettll'e.:.• ~~•. ,! . , . 	 .. - .' . . ..... '. ,. . - . 

· 	 - ' , . . . " . .'*~ 	 __'~~.~ to~at.";'.i:'6lC 
· · 	.....·aadet ,.pi..,. sWl..SOO PH' .oaut,,·oePl'~'·~,~o£ ~ 


par cent., ,.Yel•• nar2Q •• !:If·.total~J SO ptJ'l"oetl'reeentq, 


GKDIc"~ii'~""'.'~·del.a,y • ~tlOllad .l'8"to" 
Sti1:te:i:lt.·~·'_···.~·,·ma.4e_U..oillf'l.a~OOa:r.r .pmpam mandUtl«11~ . 
'.~ c1rotllat1cn dropped hola,:lOJ'bill.lan tc21bJ.U1onatter·coD.­
~~ .!lu "slDce .1l".lseft to6'Wll,. la.rgely dGe to,~4t.tures by
SD4 tor AW.e4 ~. ." . . ' 

t.t. 1a·hoPetltbata_ taDa now.\1Itd8r ~ 1IW...d.rd.n.~£:~, 
..... ot,',blooked f!tmcle... .PlaD.. -' ..,ert~..·per,,_'.to.~---r­

boDds, .~bleaner aU: ~8..BorJ.dj, probahl.y .1d;ll.cani71 4 .~ 

·ccl'l.•·lnte.....~. " . 


·.~,1wt4::ltA11··........··.~,'.' '6'bUll_tr~ a..' fromfJ.s. oa 

~aaa·J bt.1Uaa ~."'~PM'.· . . 

_J~H'ZI•• II1dm:' 
" \'. 	\ 

(1) Iatlatioo and. . 

'(2) ,lrageJ)Ubllo ~, 


~Il$i«l' 08D:b.~teG~U,:,!QlRPl:yd"'~: Mcme:ta'q 
ret...._ on u~ that pric.. ··~·bIt ha14·,aDd .on prc:a'ld;ae 

.	tbat. g-as woul4'be \I~. ,~:1a'kma~'fies.eta ooul4 

~~es tor abod.·(lft8·,..... 
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. " . .' ~.;t;: ;. " "': ,! ", ~"'.H{~ . 

. . ~9()NVERsATIO~:AYP"dFtEPTI()I~,t ;rN'.E~6PE~. S~· ~94,':" 
. -I" .,: ','. '. :...... .,.: .... '. '. "' ..~, .';'.. ':' !E(bY ' G' ' .... 

:',.' . •• /' },' f.', .i . " ", . '., A'. : .,t;:. ' " . 
.' . .' . . . ' 

I CUnedited) 

I ,:'" •~oonomioally, not E3nough ooal, food, Or raw:'_ ~t~ria.1s· - ruitftoo 
mu<~h money.'. . " ." 


'I"'·"'.'!·"·~')'.·'··" " ~ ...._ ',"' .•.-;",\ •. 


, ,. ;';'Sb:o'ifiliy~'~notenO~gh vitall~'YanditPo~¢hwork~' .. '. 
• • • '. ~ '. '"1' ." " - •.; ••... , "'; ~ . 

. Pqlitioally, not en.ougJl oonfidence and too 'mUoh bittef'ness. 
'. ~ l': . '. ~', '\ 'F'" 

.:: Th~se·a:r~;·the cha';aoter~stio~of·.Eur.6pSa:n ·9qunt~iesin'.the,summer
of1 1945. . " . '.i: ,::" ',. 

", .1 There are va.riationS'. . In.some c·c::nmtri:i:~s"·.. likef/ItalY and Denmark ­
. cojaf':f~r :th~ prlhci?pa1.nee(f;·jn.O'th~r$·ldjce"~;:Franoe:' a.rid;;·NOrWay~ it:i:s:,.raw 

c.":'" ,:ihalterfals ;:"in~stllt.o~theT.8>:-,;r*~'fin1an~ tt '·,lis: fot>di ;i' \~h:e,;,Sca;ndin:avian 
',.. ., cb~.ii.tri~s! ~f.~: ;~haad"l):r'the' p'6h~r~~:prin'c,tlhiUy·bec'ah~e·:"the1 :haVE'f;'Confidenoe 

· ill' thei'~' gbvtirnments:e..'"lcloan·be ;:~ndl~'d. tbrou'gh th(;i' d:1ff:i:ctilt period: ahead • 
. 'I '., .... '" . ' 
This. is true of Switzerland also - but 'f;he SWis~ 'enJoy adversity and take a 
~~:~~id,; ~el,:i~h~,i~ ~eeing the.,dar~sid~, ,of ,thlng~, "No.~~~o().'Profoundly, ~ow­
ev,er.' At .bot'6'om tlieyknow.thai;all Wl.:U ,b.~:a~'tt~i.$h-ewlththem. They Just 

.d~:htt want to\'tempt' Fate :bybE3ingconte.n~ ~~~'I~?n.f:iden.:t;; ...;. 

I ,', The most profoundly disrupted D:~tions (omitting Germany wh!ch for 
tl1e .present does not exist as a~tj:6n). are France and Italy., ' Iri>'"both 

.. ' :'o~ul'l.tries th~;"l'oots.of. t!te, troul:f.le 'lfPlt~qat.e:th~ war. +.nF:r~tJ:oe corrupt 
.' .. '. p~~iticians-..lUl,cl demo.~al ~1~edadmin1str.a.,t~on, 'ha~e .pr~ya.i.l~,~J~or t'\v~ ..~~.ner­

,. . arl.ons. ··In.ltaly i;here.' ...~s;.anexoess ..op,.;p()pula1aonJ?vE:lr:re!3.~tq~~ ~d a 
...l'•. shlilttered ho dy:r,polltio .:.-.,.T~,sultlng;.f'rom·fa~.Q~.Jjt .;conr1,1pti.9.n:a~d:a~H§~. 

ITO restore Europe '~hat 'i;'nee~~d 'l~'~~6d -fuel~;'~;icl~~hing' and oo~­
· petentadminif;tr8.:tioll:,~~./rh~,out+o()k .for~~~+eY~!l~,t~~s ,.~s ,n,~t too promiSing. 

,~.::.. ·I·~~: ::;N~~~l;.;~~l. t~.~;9~~r~~s' '~·;::~n~p~·r:~n.i:,~.~~~isl~4.:n~~';e~.~rts in'! 

t~e·\-irm:nfM14e.;te ·<~:tllfe .:Tfe~r ,e~n~~~~:,ha~p~~~~~t ~)\~~.,.J:l1E1.t Bl+ ,t'~avor~blelt 
': .b~l.li4J.c;e, of, tr,~9:e:: ~.s. ·fl·,. ~,~q:~f pr9~~~;z:~~y::.~"f9,~i,:t'~ ;..r~;~q ..,p.l?Ject " ~feA'0rts l.S 

., .' ... ·to· ~b.tai:tl.l!ljlB.r.!.stor R~yiilg .for;;j,nip()~ts.,;':wn.C)~,ctl1e,,,:.i~p'Q~~a :o~mlot be .ob­
. tained ... because:'goods 'a~e so~ro'e'.a.nd: ourr,eno:fe,sYpfoek~d"":e~ports,~ppear

i? their true light .as an uncompensated drain on a..oountrY~s 'consUmption . 
. ,,, :.I'g~o~sl, a s~Clrifice "of living G~ap.g~rdsJ,n re;t(w-n for. ~~st~tap.d frozen 

'... :,. :,~ss.e~8 ~.• ::,.S<>,.axpor;t ;o'o;ttrolS9.fe',~1€?,id· in.~l~!?<;lu.~tdeGf) almost anything 
.; f • ~~8:~}s. }~r9u.~l.l1r;!l~~;.: tf. .. ~QU~t.~j;'..!,e~~~... -"~~.c:~p.t·mQnet.~ ~d~.'~~lnost 

nothl.ng is 't$.'kenout'o'f a,~ou.ntl'Y' ~f l.t: ,o~n .hC?:l.p ~t, All tlli~l.s a very 
, • < • • , • ". ~ 

,I .;J~"'-."/'. '/ ~{I.;t:::·
~ ...rt.' '.,.~ " '~.,;. • ... ~- 4''''-'''' ,.,.-'

'. '.,.. v 

, .. . 
'l/::J·~~~':""·l.~{ i.r;/~~­
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I " . I .
I That is . bad. ~ nO.t onlythea.o.t,:.bu~ ..th~. deoeit.He>adIr!it~L.~hat th~ peopl


.1 I .," • , ,'. :", ' '. (' ", _. ,.'. I ~ • ; ~. .' 

t~el'!ise}'Vesare not:do~ng:·enqugh: ;';":bu,t: t.~eY': ha ve. b~·~n~Ul?Ae.~\fe~. and over-. 
worked for years.T.h:~l~bera.l-gove.rrunents must~.gettogether- or else •••• 

: ~ Things ar~not going' too'smOothlyfor"c us with l{us'sj.a. '- and'Franoe may still 
, 

have a role ,to playas an ally. 

i A~:rived in Switzer~4nd . 

I " \Swit'Z~~land s·uperf~,~~~al'i.y i~dQlc~.l.if~.~n .:oasiS):ri;;.~~;~~ .have1?0.1cut 

I 

down' on things but there is not th{lt absence of everything that prevails 
in F.rance or even ~~ Brita'~n.,;:Rat!.oni,ng ..A.st:;~],~~Jn~~ac.ing.l:)'qte,ffeotive, 
jd people. :ar~ sure' to fec~~~~ ::t~e,~r. r~1ii.~ns·.,~~tho,l,l~ :m:~~inigin:;qu:eues •. 

July 22 . .: 
'i .;,':, ·Conft:J~ence~wifhV(~oer~·.a~dliits, two 'o~the ·thr.eee~ocuti vedi~ectors 

of the 'Natio~$:L'Btink:!' .·\l'hei::r\·Pc~.oblefusare~the ·f~trl·ll'i~i'o:n~s :·:.qu.:\i't!o .. e.. lQt 
, of' 'exports ~biociked dotlar~ ......:'r~iXl)po:rts...;They~talked:a ,greatqe£\j1. about 
detall,sof Othe~r, :~x6he.nge. pr()blenm., Knoke notes. on' this 'W'iil'/b~s\t~ficient. 

I' '...•. S;i~zerlan~appeat,~:t'o,'b~.~n. efr1cie,ntlYJlnd. eq~i~ab.iy'. ,:c~~Ona 
fqr every'resta~r~:~ meal for 'e:ve:r'yl)ody.:Not on],y vegetablegarden,s, (and 
s'ome time off,to work them). but also'. muoh more ,wheat.ra.ised· thanforme:rly. 
Little patches everywhere. Drought. . . 

'j . ;1':'The'oti~y c()~ntry -s(). far •. ·.. that. .1ooksnqr;mal • Electric .s,igns,l, 
. e~o. tlttie11raffic., however,and autos~ with littleattaclutlEints {verY' ' . 
. ll~ly) for .'\ls1ngcoke or w()od i~steadof gas.' . 

. " : \,", 

. . ......... . ' ...... • r '. :','" ." . . . 


I . . Sup:p~'t.' ,down the ia.keJr!tht.h~dir~ctors:.·!'tovelY 'riU:le'inl~unch ­
at.e a.t country 1M on water•. Cool for the':fii'ist, 'time'sinoeLorid:on~ ·T:q,.ree 
meatless .days - 'but good fish. PriCles high (52 per cent above prewar')~' .' 
~. c.Q~sin says...th~,t~0':ls.~ke~pingis very.difficul,t, bu1:;Ql1tLhasa feeling 
t~atl.t"i'S a hard-:~orkl.ng:,so'bo,r. peppl~. ~ho 'Wi~l, puJl out be.fore long. 
rl~xt win'tEu", how(9vEir, t}:n:l coal ,prol?l:~m 'will·b.e acu.te •. 

• .~ • " ':~.', .'';'' , , , . "~ : ,;. . .• .1 : • 

'Jl.i1y 27 . 

:1. : Long .Oii;.re~c. w~;~,;~ki~iCI<";'O .;,plai~.d.!>i~.entire''''hr.cord;
th!e'methods he used, '-?:n.o.bte.iniz:rg .the BIS .goldfrom~rmany,a.nd -ttaly, the 
~y he figUred' ~p~:~*)U~t,·o.f. ii1te:r,est :~}\~!l";QmGerm~nY.(;theao.qount; it~fI,t 
the. BIS had there' i1r"Elxoe-ss'of' .fi'xed figure of 240 m1l1i'ons} •. 'He: feelS': 
tl1at he has a clear and oreditable war record.· lie wouldlike:'an"lnvesti ­
gation. Clear his reoord and then he 'WOuld like to resign. The ~nly thing 
hel is conoerned about. is to provide for his. sta.ff, He says he has' ~ group 
that kn~ws mor,e~bqut Europe~han aI!Y othe.rgroup.and :they should be uti ­
li1zed"fls -Well. as1taken :car~:hf.: . ";:..; '".' '" ::'~.' . 

I '.. -; .• ".",.~ ; .~' . . . '.:~' ~ .: ", t :. {~: :. 

i , .The,rea.sQn'S~:the"'Gerk&~i: .k-~pton pa.Yir1ginteT~st.is·. tha~; thOR~iohs~ 
.pankwanted.toke,ep.' u~it~;~radit.. It hadcd~ffi.cY:i,tieswith th~ Ge.rman 
~ff.icials.butit su'cce.edetf in: gettingt,he money 'Ol.lt'~' ..That was, Puhl. 

I ' , " ..;.":. .: '. ';.,.;-. ; y" .. 
~. 1: ' .. ;. :.1 i 

I 
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August 4 - ROine" .. Unofficial interlude " 

' 'Through'llo.fault.ofouYown, w,e have not: had :anyofficialdis.. 
tor several ,ciays , ' Vlth'Spent one day, going to' Bern to';:get'the 

nece:ssary papers togo to Italy.; As, a matter of fact}(noke, hadto··st'a.y 
behind and do some more talking because the key person was out of town. 

,/ --""""""'---~ 

!(G f/t.: 
I£N1IlY: 

.c.DECLASSlfIED 
q 

-'15,-, 

'The accountsof~ the.BIS are ap in' good shape,::l;)xcept for tho 
from Germany which;' of cours<h'Q.s theaI': principal asset. 

" ',' 

"'" . .. : 

, Jacobsson was also her~HDice vis:it wii;;h him. Notinuchnew.: 

He and McKitrick are both bitter about Bretton Woods and McKitrick 
is also opposed to it as unsound~ (1) <Loans are too 'easy. will encourage 
cou~tries tql:EI.n on--'Fuiid, .ratJ:er'than l?ut ,their ..house in order.Oldargu­
ment. (2), Poll. tical log-rolhng., SerJ.:ousproblem., ': 

· I, I ,gave, a . lecture .on Brett~nwoodsatt~e National Bank, at which I 
d:l.:Scussed theprl.ncipal l.ssues'ral.Sed. ·Theyhstened., thoug~t,it, quite an 
occ~sion. I spoke'English,they ~sked questions~',ii1.,Getman.I .' . 

. Ju,ly 28 
'.', ,,: I:" .~" " ' ':',: 

,:l: 'L ~. Ross1-' one; ,of the ,exeouti ve,direot'ors o!':th~ Bank~,told' me 
that, while.' their discounts were ot, ltttle oon.sequence.their d:iscount; 

· I " 
pol.icy. was .ver¥ importlUlt.: ,. This· for the reasonthatwhen,,'they deolare the 
pap~r of some undertaking.,a.s el<+g~lJ~i:f' tor.4i,s:o()untat tlWl~ational ,Babk ~ 
then the enterprise can borr,ow,at i:;he bt:l4lt~ata rate related to the dis­
courtt I rate which '~s l' ,l/Z' per'cEint. ': . ,They::may.i::obtaill 6l' :'re.te of, 2 or 2 1/2 
per lo.ent, , whiho,therwise'they wouldhavE!i tq'payaonsiderably more'. ,This 
is ~ot lAW' - just custom. I should saythat:thi's wouldgtv8 the, Bank 
enor'tnOus,powe.r.. : ' , ' , " ' ' . ' 

·":1' ;.Th~B~~ ••il•. gold coins at a .lightP~~~:'-'· .lIJldb~y.them at 
a l~ttle less. Deals with anyone but keeps record. Makes its living out 

,; '"" ~'~' ,of: ~h,E;'lmargin$ •• ' ' ~ , 
, , :": 

• " ' :,' "I ; :-.. ';', ".' ,~;' ,I 

.. ,.,. Sw:i·tzerlatld~ .;' ~ ,"
" 

'" 

Discount rate 1 1/2 

Bill rate in market 1 1/4 


"Rate on" bank 10Qns -.ea'4, per cent 

.,'

,;';l Mo:t't,gage rate,), ,/4 per cent' ,,' .,,". " ., , " 

, 'j ••'" 

"The, liational 'Bank' has rio short-term', Treasury paper and only about' 61-1: ,million 
francs of long-term Government bonds" more· than, half of themranro~d, bonds. 

, ,I, :" :'About the-,SWiSSbBliance Qf' paym~nts:'" they'have'"approXimately500 

milliioni.:f.rancs exoes's of ,~mportsin normal prewarJ years, ,oovered ',00 million 
 I" 

by ~ncome from foreign investment and the rest by tourists·. ," Now,' with the 
investments largely:. gone, 'they will be more dependent: oiltourists,.:',Have 

,'presisure ..fr~m~, t~e ",hotel in:u.stry " ': " ':~ " '(, i, 

.,i , 

,I: 
'ouss1ions 
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to refuel. the plane 90uld 'be obtE1~p,.ed. There appeared 
," . .p1tfer'~ng, ot':gp.I'S:'bf~~h~ ·l~cd':.p~opl~l· so. the army said: 
'~No more gas't,'e:ndtherei.wewere~'~ ,No drie.,knew·wha~ wa.~,goingon;,'.our. 
baggagegq:t;' iteelfbaok ilito,'>th'e:bus and'CleEart'ed~';~6r ,~,own. ,So,Yt~,.managed 
tolfollowon,lts tra1.L'·;: In ~town; we went ,t'o '01:l:rlqld f,rt,E?*'d .. a ,w:a,trs;nt 
off'ioer- ,t6 see what ,he:cou'ld dlJ,.: :but he Wa.sout to:luh.6h. ',Sowe went 
up Iwitil our Hil drin:g l&tter'to s~e:Pol1:a.tti; - :,but:;he was:outfo,r .tl1e week .. 
end .. Finally" a B:i-'ltis'l-nColon:el'! lh>~sho:r,ts ,~bu:t'Wi:th auttiority too~ :c.harge 
of lus"boo~ us outi;o ltll~ch .. a.n;d:~X':re.hged ',~orusto:go :to'Rome'.on.E1n;,;4U"~ 
plane:whichwas ,;taking some Amerlcan so~:d,l.ers back;(to ·:It~ly: /lfter'a, viut 
to SwitZarland. -":.' i~' ,'.," .:;~' ',,. "" :-;, 

, After a not \1nreasonable;,amount of waiting andfu~:ng we did get 
on trat.IAriny' plane~, 'The ,fi'ig~t.' d.ve.T:the~' mountains,'-and,the ~~di;terr;~ean 
yta~, lovely; we ·saw many of the' towns whosenallies ',~";';.,ho~ry.;wlt!l hist~ry ... 
ha~e.be~:ri,~barked at,>us by the'rfj,d:ib, brilya fewc'mbnths.,a.go, r..S:Spezia" Piea,. 
~egporn, ~tg~', . ,,' ..' '.' 

,:'1," ,We ~~M;V~d ..iP. :~0~€l;~i~PQrt:'~t"6"p~in~ an4i,'.;after,:~~nu;;,:waiting, were 
" ; ,givan jeep ,trans.port,a;tl:on"to;tOWli,and: rooms' at;',th.e ,Grand ;.:rIotel, . which is 

. ,', .:r~~er;,ad .for; sem.ior '\of£10er8 F and:where'wear,e vE,!ry.muchon su(feranoe.• 
'Bu~.th~n ':';"a:hav.e, ;be:oomeaocustomeq. ·to:that. The·hotel.is In the. ~uXuriant 

",. I$t~h"of,f-ifty, year.'S/.a:go~;very;;ela:borfi;:;e'".,):bu:t,: now :.withi,nsuffic~ent light 
.. ' tali've up to ,i.ts gilt ':,.',and 'wit:h::ahai:mo~ph~re, df;-~el.aborate stage' setting 
.: , ... with worknlen',moririg ar,ound, "wttn but', an':occa,s ional~'aotorwho.1;:ly ,or 
, ';pa:r:11tially draB,sed'for his pa.rt -:-and-the. stagEr in a 'dimf1nd~forbi.dding 

light. ' 	 ' , , " 

, " ••. - . " , f'·

,I ',We have only ~ad one brief 'walk ',i:p.'Rome,' ~:~ and' t?ELt i~ the '~usk .,. 
not enough, to form any 'iinpression~ "exoept. thEit there ,are, m!lPY., l~.:merl:c,an 
sol!dier~and'English signs., ',Beneaththa~#. however~,. :Oile,teels,th~t Italian 
l~fle, is going on" and that this'not uilfriendly~; invadon' is ,ol}ly a:.passing 

,phase in this eternal city..' 	 ",' " 

" ",,' I..,' ,qn'th!3,;,:way.,hoIIIEf in' croI1lSing'9, squ~r.e Walter artd,.,I st~bled o.ver an 
:fnV;:isihle..,be.J'9.~d.wire barrier. "Noseri9us d~:ge ,re.sul'ted - but it i,e a 
remiridef,.:not ~"t!C:\ ,-vent.ure.out. ,a.t ,night. without gufdance.· , 
, 	 .. 'I :: ,:' ";> ' : ,: ;'" " :: .:. :':' ,,:: .: .,' , ' ,'; " -, . 

August 5 

,I 'Vi~.ited" Ta.saa~" Tr.~~S~~~~••reprl?s'erit'ativa:,. a:bE!nbassy,apd Ambasse.dor 
, Kirk. Tasoa'~d_e, engagementS:; to,r us with>peop:~:~:w~; :wan~: ,to;/Seeand talked 
• 	 Il~ ~ood bit :about' p()~it'ioalt,pa:r,ties. It's 'oompl,icatedanp"nqt worth while ­

so II a.skedwhethel' Italians had" eIioughto eat,( Then"h~ ,gave us useful re­
ferences and indicated that the food situation was desperately bad. (800 
or 900 calories a day when 2200, -are considered, an adequate minimu,m). ,Coal 
shortage nextwintar will be very' bad.' ' 

I ' 	 • ;":' • 

. ;;': ,,:f" ;('.--:'::'. "., .~ .•~', ?"". :,"',' ", 
'< 

", ,."One, ~lll-ngh Viorthnotlng: 'about parties : labels aremislee.ding like 
i, . ,in 'r:r~c~." ~,~¢oc;:t:'l:I.tio party i'8 ';niQnarohist~, 'liberal party 1s :tOO. 'm,ost re­

aotiol).aryj, cornmun~at party:oompr.tses s9meMQscow~mlnded 'C,OlJ'lll:lUIllsts but also 
'.~,nt moderate, ardent' catholio,~" :~~"Iiati~nE1lis1io, i?eop~:e. Verymuoh in, flux. 

; 
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FEDERAL RESERVE BANK 

OF NEW YORK 

August 20, 1945 

Hon. 

Very truly yours, 

~ •L. R. ~ounds, 

First Vice President. 


Enclo·sure 

--FO'R FiiS\·' 
A. L. Yates ~\ 
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Rome 
August 9, 1 

Dear All.lan, 

, I 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 was l, 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 i Italian border, but were finally successful in getting the Army to provide us 
with al 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 opportunity to make a brief call 
on the Banca dfItaliats branch there and to look over the city which is pretty badly 
bombed \out. ,T,~e 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 I we firially 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. 

./ I, Despite the difficulties in reaching Rome, we are convinced that our stop 
i 	 here has been worthwhile. Through arrangements made by Mr. Tasca, the o. S. Treasury 

repres~ntative here, we have talked to the Itali Minister of Finance, the Minister 
of Re'c6nstruction, and the Undersecretary of the T easury (in the absence of the new 
Minist~r, Ricci). Our most productive conv atio ,however, have been with Governor 
Einaudi, Director General Introna, and 0 01 Is of the Banca dtItalia. They all 
seem gJnuinely appreciative of our vis' tn: opportunity to renew contacts and 
disousJ their problems. 

( 
I , 

Einaudi - a ~iversity 
land - Ihas a very high aca 
He was ;recently offered t 
was killed in an accident 
has been with the bank for 

for seve al years an exile in Switzer­
'ng perhaps Italy's outstanding economist. 
0 the Treasury to succeed Soleri, who 

. cci was appointed instead. Introna 
has the reputation of an able and courageous 

adminis1trator. During the e control, he is known to have attempted many 
blocking measures, which altH gh no always successful clearly indicated his sympathies. 

\ ' As in France and Switzerland, the number one obstacle to economic recovery 
in Italy seems to be coal, although,food and raw materials are also urgently needed. 
In the lndustrial north, about 80 per cent of the factories are in good shape despite 
the war l, but few have been able to resume production because of the lack Qf coal and, 
to a le~ser extent, of raw materials. Through the pressure of the labor movement, 
the factories have been obliged to retain many times the number of workers for which 
there i~ work. This is not only resulting in a drain on the resources of the factories, 
which Einaudi thinks will not be able to bear this burden much longer, but is also 
interfeting with such production as can be undertaken. Political discussions, we are 
told,ate rampant, and each day "the discussions become more red". 

I This 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 bein@ 
offered I in the north to yield 5.8 per cent a year. In the south, subscriptions have 
totaledl33 billion lire and it was hoped that an additional 50 billions would be raised 
in the ~orth. 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 incir­
culation. Money at 6 per cent is, of course, pretty dear, but part of the Government's 
need is Iobtained at 4-4t per cent by means of time deposits (at present about 125 billions) 
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he~d by commercial banks with the Banca d'Italia; such deposits, until recently, were 
co~pulsory, but now seem to be continued by means of gentle 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, originally 
7 Dillion lire a month, but finally 12 billions. The total thus exacted is in the 
nei'ghborhood of 190 billions. . . 

I 
\ 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 
her~, 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 
differentials even between neighboring towns resulting from lack of transportation, 
it appears that the upward trend in prices (taking the black market into account) has 
beed. more pronounced in the south than in the north. The cost of living in Rome, for 
inst;ance, 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 someWhat. 
Gene~SJ.ly speaking, prices seem to be more than five times the prewar level. Einaudi, 
therefore, and others at the bank are of the opin' n that the lira is overvalued at 
the present rate and foresee great difficulties in resuming exports. .Imports also 
pres~nt a p~oblem, since it is realized tha.tunde present conditions, the purchase of 
goods abroad at the current rate and sal e ul only further enrich the black 
mark~t operators. Einaudi, however, s s to av 0 further devaluation at this time 

. at'l~ast, but talks of the possibil mult le r es for different purposes, some­
what a la Venezuela, I Should 

1: rs eld by the Bauca d'ltalia at the be­
out 2 

e of th 
h~'~""'·onsi rably. By the way, 

im 

\ Of the 125 milli 
ginnipg of the war, only in in the vaults here but under Allied 
contr6l. How much will millions carted away by the Germans 
is a question that interes not once was reference 
made to Governor Azzolini. 

. \ According to Introna,' have no questions to ask regarding the bank's 
account with us. They have, they say, complied with the suggestions made by us in 
conned,tion with certifications, etc.,end advised us accordingly by letter. They ardently 
hope that the l.talian account now carried on the books of the' Treasury (several hundred 
milliofs) may, before long, be merged with that on our bQoks. . 

'\ They are hungry for information from abroad~ which has been completely lacking 
for ye~s now. No papers, no periodicals, no statistical data, just nothing; hence, our 
long cable on.B.l.S. data which we offered to send when they indicated the need forI 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, I\taly,S future looks pretty dismal to us, particularly during the coming winter. 

~iting for Army permission to leave Rome--already two days over­
due---~~ trip. . 

I-~: ...._- . . ,""~''',.~~ 


Sincerely, 


(Signed) Werner 

C;"­

1)¥(I)R :iJ'L"I 
I ",1,., L. ''i:':,Ct<L-___e._~ .. _.. 
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August 8, 1945. 

Hon. M. S. Eccles, Chairman, 
Board of Governors of the 
Federal Reserve System, 

Washington 25, D.C. 

Dear Chairman Eccles: 

Enclosed is a copy of letter received this morning from 

Mr. Knoke, containing some interesting 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. Founds; 
First Vice Presicient. 

',-; " 

Enclosure "@"POi~, FILES 
A. L. Yates 
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: \ Afw:, .tancl:Lng up the 'better part at 6 hour••QDthe tnJ.nhomPar1s. to 

DA.J,n, ~.n walkSmg b'om 2.A.Jl. to ".M!f.,on th$ platton a~.&~n ~ ,,1t11 nq 

f,,~ f~.lI.hOUJ!"~:" we arrived 1a"~ur1ch ..oUy 24hour~. $lW .lea.~.'~ '~ll 
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.ao~~~~'~,~~ 1u the mldat.•~·W8.f r1d4en~~. J. ha.,. metWaber, ~, 
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.Burgr$B~u., .oa.~oll'.ber. 11r~,. aDdie.ay WO}t ",. ., ~.II,1r,p••ta, the!! ·laUonal.
a_I has .bent ~ etfOlrt to, ~J~V.~'po.~ f91:' _8 and to ahew aJt4 tJ11 .' 

'~.""~~~tl'Gf~"".II~~~.~~3t.::¥,~~,.~~,.,. ,:.',,~ ... ··(,,-t.?t., "">\;. ,; . ," ;'""~~'" ,.~': • 
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Ilund)~l" .f qqestiQJl8 about condlt1oD:. m the Sta~s &Del part1oulal"lT ahf»ut. 1'1bat .tbe7 
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~.. ~d·pl.¢·1a 'ihe ltatea. One s.& MN.t)t \II1lfa-f19\Ue. i_avopea;. 

least., ~t 4~-t17 4eadl7 ~.t adU ·w '" . ·s Ui!...~. fqra' . 

•~t7 tocu~ dowa itl t~ as ,. . stag 1w 1~a,,~t. j.•.~ 
ODe ~t thtV.Jle'f'U' tire tit .l1My 41." .. , 1 bell......... r..~ 
11-'i-' ",.MIlt ~, the . . 'C h dorUanllhiGh ~_ 
~se their l3loUlIl Dol·.. . . ..1"..,. " ~ha.••• ~·ext..teDC•• ,.., :18, or a.~least II. to pl... . . ..-pt. r. butur, 8318, IuF... 

'ta'ad. It t •. ,a.p. 8XO ' tbvt 1'; :tio_d. . o~tal.4r, tU1rra,~.~ 1.a 

labe:- than ••s in tbat . t covers ••\a.\1 6Uld hotels. and it..fts pertectlTio
.0 _ala, balie17 pNdueu, or oaa .thout .'Ani reoei'f'1ni co.,... . .. 

.~IU. taka _tU 70'1.1 .. ft &1.. .... u,ees~ DUmber of ooupcms .ia41caW 
on ~"lIt.~.. ~ ,.,stOt· "10.:$ are quUe~gh, ntlt 1Deo.,aZ1.sft..-1th 
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. \ WhUe our' pJ.ci h~~diDg8 deol'MBe,. t.bt~~ increase so that the l\latioDal 
BaDk ¥-a DOW decided to sell Swi.slI gold coin to a:r:Q'boq who 'W'8D1HI it (at. a pro.f1t . 
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, I . .' . '. . ".' ... . . ' . 
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lona tcma obllgat1ous. 

, 
I. , 

iL:;;,. .. 
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St;'ITZERLAND 


July 24 - August 2 


pn the surface Switzerland seems to .have been little touched by 

the war. In fact, its natural beauty and orderly life now are all the moreI ... 

apparent in contrast to conditions existing in neighboring countries. . In 

I 
July 1945 the cities were briEOantly illuminated at night; 'the ra.ilway sys-

Item, most of which is electr'ified, operated smoothly and efficientiy; and 
I 

.the hotel industry, although experiencing difficulties because of certain 

ft, shoM;ages, iladm;maged in general not to faU to,o far short of Its pre­

war standards. Retail stores seemed well stocked. With merchandise, includ­

in1g such prewar luxuries as cameras, watches, and silk stockings, which had 
I . . . . 

long since' disappeared from the American market. Our experience indicated 

Ithat food was fairly plentifUl,except for meat,
I 

some dai.ty products, and 

imported items such as sugar and coffee • 


Th~t food was adequate and equitably distributed in a country. 


which before the war imported about 45 per cent of its' needs can be attrlbu-
I .' 

ted primarily to tvromeasures taken by the government during the war. The 
I . . . 

first was the introduction of a highly efficient rationing system, largely 

,onia point basis~ Unlike our rationing, the Swiss ~ystem covere~all fO~d 
i . .' • • . " , 

consumed in restaurants'and hotels, as well as that purchased in retail 

stJres for home consumption. Meals' in restaurants carried varying point 

vaJues and coupon:s~ad' to be· surrendered before the meal was served.. We 

I 
.wele .told, throughout Switzerland, that there had been 1ittle evidence of 

black market operations. 

The second measure taken by thegoverpment to provide for an ade­

'qua,te food supply Was an over-all plan to utilize all available acreage for 
" . ", " '. 

the production of food. 't'thereverpossible,dairy farmers and vineyard owners 
. . 

had been obliged to grow grains,particularly wheat. As a result of this 
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program, acreage under cultivation rose from 460,000 acr~s in 1941 to ab~ut 

,'" 

IJoO,.ooo aeresin 1944. This, of course~ had been a costly undertaking 
I 

and was met with some opposition on the part of dairy farmers, who found 

thrr new a••i_ent ~on.iderably more arduousth~ tbeirformer occupation 

tOIWhiCh both they and the topography of the land were better adapted. Fur­

thermore, the frequent calls for ~litary service'had often hindered produc­

tit. even though the government had attempted to regulate the peri~d. of . 

semce so as not to coincide with the' farming seasons. Despite the 'diffi ­

Cul!ties involved, hoWever, this concentration on. the production of basic 

fo06stuffS did much to insure an adequate supply in the face of greatly re-
I '. . ..... . 

stricted imports. This wartime expedient was not expected to createimy 
I 

postwar problems. Although the Confederation, under the pressure of the ."
I .. . . 

politically strong farm bloc, was purchasing the wheat at a price about. 


100 
per cent above the world price,it was anticipated that most farmers, 

thrfugh preference, wouldreeonvert to dairy a~d vineyard farming as soon 

as the government controls. were removed. 
I . . 
. I!l add.1tion to the.se measures, all inmviduals were required to 

raile i,victory-" .gardens and city workers living in the suburbs were usually 
. I' 

given time off to tend these home gardens. This naturally had helped to 

au~~nt the food supply during the summer months. 

As far as daily: lite was concerned, probably the .greatest need .was 

for coal, an acut~ shortage of which was again thteatenedfor the winter. 

·ASjr the case of food, however, some precautions had been taken and neat 

pil~a of cord wo.od were in evidence outside' most pi-i vate homes; . 

I . 
Banque NationaleSuisse 

. . 
We were extremely Well received at the Banque Nationale Suisse 

and ~. Weber, President of the Board of Management, to~ether with Messrs" 

Hirs and Rossy, his two colleagues on the Board, took great pains to.outline 

.. 
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to Switzerland's eoonomioproblems. Helpful assistance was also given 

by iMessrs. Gauti~r and Pfenninger-, both of whom had been in' the United 
, I, " 
states as the Banque Nationale Suisse's representative$. , " 


All were' greatly disturbed over the blocking 'of Swiss assets in 


the 
United E?tates and the growing 'friction with our Treasury Department in­

dioatingthat Swizerland was still under suspicion of concealing German 
I ' " ',' ", , 

ass~ts. ' 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 problem~Mr. 

web~r and 'his associates 'aSSidUoUSlY expla1ned their position in the matter ~ 
ThJ disoussed quite frankly many' of ~he wartime dealings with the Reichs-

I ' 
banf. As to their purchases of gold from Germany during the war, theyex-

I, ' , ' ", , ' , 
pla1nedthat, since Switzerland for many years had had a free gold'market," ' 

I 
, , 

it had not been possible to discriminate be,tween sellers, and Swi.tzerland 
i • , • 

had ibeen obligated to accept incoming gold regardless of the exporting coun­

try. The Swiss authorities, presumably realizing the reaction their pur- ' 
I' ' , , ' , " ' 

chases would have upon the Allies, had asked for assurances from Germany I " ' , " 
th~~ the gold was coming from the latter's own holdings. These assura~cesl 

according to the, Swiss, had been given. As far as the Swiss were ooncer:ned, 

the proceeds of the gold sold by Germany in Switzerland were credited only 
, , 

to the Reichsbank acoount at the Banque Nationale Suisse. The Swiss realized, 
I " ' ' " 

however, that the Reichsbank could, and in fact did, subsequently transferI' ' " " " 
Swiy francs so obtained ,to Swiss commercial banks for account of Portugal 

and Spain.'
I 

'i At the time of our visit the Swiss authorites, at the insistence 
I , ' 

of the Uni ted States Foreign Funds' Control" were undertaking a census to , , I' ,'-, , ,'", " . 
determine the amount of German assets in Switzerland. Our Foreign Funds' 

cont~ol authorities, however" rightly ,or wr~nglY seemed to be scepti cal of 

the bompleteness of the statistics obtained in the census. 



only brought on 

.some 

a strong feeling of doubt 

r 

,/ 
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Switzerland" s present financial predicament has, of course, arisen,' 
. . '. 

to a la'rge degree, from its traditional role of banker for Europe, which had 

the blocking of her assets in Allied countries, but· also 
, , 

resulted in heavy losses sustained'on Swiss investments abroad, particu­

. in Germany. 'Follm\1.ng the introduction of German exchange control in 
. t . 

of the Swiss commercial' banks had written off their German assets 

others, however, had continued to carry the German invest- . 

on their books and a number of the latter banks are now experiencing 

Several well known banking houses, in fact, had to be, merged 

other firms at the time we were in Switzerland•. Consequently, there 

-- at least at the Banque NationaJe Suisse 

Swttzerlandshould attempt to resume its role of international 

Some of the commercial b~ers, . however, naturally felt differently 

ce the international banking business had been an important source of 

income in the past. 

There seemed to be no such ,difference of opinion as to the need 

f<?r1a postwar export of Swis~ capital. It was realized, however, that in ,the 
. ., .

ru1ure SWiss overs~as investments ",;uld have to be better distrib~ted and 

diiersified. Before the war Switzerland's investments had been concentrated 

largely. in Germany, France, a,nd. the United States, and with the advent of the 

warl the bul~ of these assets was either lost or (in the ease of the U~ited 

StareS) immobilized through blocking. 

Switzerland's desire to resume the export of capital, in the face 
. . 

of rome unfortunate experiences in the past seems to be due to a number of 

reakons. First, Switzerland is well aware that trade with her war~torn
I '.' ,. . . 

neighbors depends upon the eXtension of credit. MOnetary agreements have 

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

agriements With thesecountries~ In July 1945 negotiations were al'so.under 
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way; for an a~eement with the Netherlands, and an Italian delegation was in 

swi1tzerland for the purpose of negotiating an accord ~§/ Although the agree­

ments already concluded provide for a mutual exchange of currencies, the 

I
Swiss are under no illusions that,' for the present at least, they represent 

anJ,hing more than a line of credit, since the balance of trade will be in 
. I . .... . 
Switzerland's favor •. Under the accord with Belgium, for example, exports 

fro~ Belgium are ~ontingent upon Belgian production reaching certain.levels; 

.expLts of metals will .be made· only after production has reached 75 per centI' .. 
of the 1935 level. .. 

That returns on' overseas investments have always been an important 

source of income in the.Swiss bal~ce of international' payments is another 
1 

factor tending now to favor an export of capital. . In normal prewar years 

inc6me on foreign investments amounted to roughly)OO million Swiss francs. 
I . 

Thi~, together with around 200rnillion derived from the .foreign tourist 

! . 


trade, about covered the II adverse" trade balance. With a good part of the 

prejar investments diSSiPated,. the building up of new sound investments 

abrqad is one of the prerequisites for bringing the balance of payments into 

eq~librium in the postwar years. 

In the domestic field, the Banque Nationale Suisse officials were 

concerned over the disruptive effects 6f the war on the national economy and 

the Ire~ultant threat of an inflat~onary sPiral.· Money in circulation had 

riS+ from 1.7 billion Swiss francs in July 1939 to 3. 5. billion in July 1945 

and has since increased to nearly 4 billion. It is estimated that about one 

half of this volume would be commensurate with present economic conditions 


and that the remainder is hoarded in Smtzerland or abroad'. The . Swiss au­


thorities take some consolation in the fact that this increase, percentage-

I ., ... ' 

. wise, is less than the rise in circulation in the United States, but say 

6/ The S'W!ss-Italian Agreement as yet has not been completed, largely owing to 
- tHe opposition of the Allied Commission in Italy. 
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that they are not accustomed to such "astronomical" figures. The general 

leJeJOf Who~esale prices in Switzerland more than'doUbled during the warI . 
I . 

and the cost of living, according to the official index, increased about 
! 

. SOper cEmt. 
, I 

The Swiss rightly attribute their economic difficulties primarily 


toa strangulation of imports, which declined from 7.5 billion tons in 1938 

. '. ' . 

to 2.6 billion tons in 1944.'11 Furthermore,as a result of the blocking con­

trol in the United States, the Swiss have found that their exports, for which 

a sltrong demand has continued, have .resulted orily in the accumulation of 

bloicked assets abroad. To cope wi th thi s situation, the .swiss have pursUed 

a weill-defined poliCy of converting into gold, for earmark in New York,· dol­

lar, exchange accruing to them during the war. As a resti.1-t, Swiss holdings 

of khortterm dollar assets have held steady at around $200-$300 million. 

Swirs gold reserves, on the other hand,. rose by the .quivalent of $517 mll­

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

I ' . 

held.under earmark in New York. With respect to gold held at home, we were 
I ' 

told that during the war Switzerland moved at least part of it to the Alps 

whe~e it was hidden. Within one week after the first shipment was made, 

newtpapers ~ied the story, the operetion having been traced by German es­

pio~age. A subsequent shipment was moved under the label of ammunition and 

a year later the railroad sued ~or, and obtained, the difference in freight 

resUlting from undervaluation. 

V qwing to tisingprices, the decline in value was only from 1. 6 SiIiton 
Swiss francs to 1,2 billion francs. ' 
I .' 

8/ ]n addition, some gold is now: held by the Swiss Confederation. This app<?r­
- ~ntly is a more or'less temporary measure, arising from the arrangement 

(inspired by political considerations) whereby 50 per cent of the dollar 
p'roceeds of Swiss exports are taken over by the Banque Natibnale Suisse 
~gainst Swiss francs credited to blocked accounts of exporters. Gold 'pur­
chased with the dollars soacqtiired is turned over to the Confederation. 
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,As a means of utilizing he:.!." gold reserves, Switze:dand has, in 

ad<U.tion to· encouraging its use in industry and the arts, engaged in a pro­
, . I " , ' , 
g.ram of minting coins, whi ch are sold to the publi c at a profi t of about "I ' . . . 
ten per cent to the cp.ntral bank; It was hoped that from 80 to 100 million 

i 

Sw:I.::;sfrancsa year could be withdrawn from circulation in. this way. 

As a consequence of the, accumulation of blocked assets abroad and 

-
th~ inability to 

. 
import raw materials, there has de,veloped a strong reluc-: 

taJce .to export merchandise or otherwise sell Swiss substance to foreigners. 

ThilS reluctance seemed deep-seated and appeared in many forms. ' For example, 
I 


i 


when,through the efforts of the United States Army, arrangements were made 

for our troops to take short leaves in Smtzerland, their number was limited 

by ihe Swiss to 800 a day until the total reached 5,000, and the amount of 

francs made available against dollars was restricted to 150 francs (about
I ' 

$351) for el'lch soldier, over and above the cost of board, billets, and trans-
I ' 

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 

I every effort to import and cut down its foreign assets. It provides an 

illustration of the obvious, but often misunderstood, fact that an export 
I " . ,

Burpl us is, per se, not always a necessity for economi c ,stability, but, in 
I 

fact, can lead to instability_ Switzerland fully realizes. that imports are 

her Ifirst requi rement ' for re covery• Most 0 f SWi tzerland's problems, however, 

.would appear to be largely of a temporary nature. Wi th the removal of the 

wartime obstacles to shipping and civilian production abroad, and with the 
I ' ." 

release of her foreign assets now blocked, 3witzerland will again be able 

to +PleniSh her supplies and remove the threat of 1nnat10n, probably her 

greatest economic fear during the war. Barring unforeseen developments, 

swiJzerland's economic future would, therefore, appear to be promising.
I. 
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August 2-10 

Owing largely to Italy's undetermined diplomatic status vis-a-vis 

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

Eulopean tour. Subsequent political developments, however, including steps 

lekding to the return of Italy to the It family of nations ", made it seem' 

ad~sable for us to visit the Banca d'Italia, even though, as was expected, 

thl difficulties of travel to and from Italy added two weeks to our trip. 
I

Luigi Einaudi, the newly appointed Governor of the bank, expressed himself 

as ihighly 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 difficulties involved perhaps are em­

PhJsized by a min~ incident in N~lan, where we were delayed for two days in 

transit from Zurich to Rome. 1filan had suffered much damage toward the end 

of the war as a result of str.eet fighting and Allied bombing. On many of 

the devastated buildings, vmich were. numerous, legendshad been scrawled: 

IIThliS building was destroyed by our Anglo-Saxon . liberators •.n; At first blush, 

thilS would seem to indicate strong Italian resentment to the Allied inva-
Ision. Further investigation, however,.brought out the fact that these 
I 

leg~nds were the work of fascist propagandists in the last days of the fight­

ing and did not reflect feeling against the Allied forces by the rank and 

file of Italians. 
I 
. Poli ti cal B.nd economi c condi tions in Italy presented many obStacles
I ,. 

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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restoration of export trade.!Q/ As an example, it was pointed out that 

thlere was a market in Switzerland for It~ian vermouth at .3 Swiss francs a 

lilter, equivalent to about?O lire. To make a liter' of vermouth, however, 

r+uired three 11ters of wine, each costing ?O lire to produce in Italy. It 

was realized, of course, that as long as Italy was importing on balance, an 

o~er-valued lira, had certain ~dvantages. Even' here, however, problems had 

arisen with respect to goods imported by the gover:hJilent; If the merchandise 

we~e soid in Italy at the import price, converted at the official rate, the 
I . . 

Price would be well below the. local market and a handsome profit would ac-
I " - . .""r to importers and black market operators. 

Banca d'Italia 

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

Pifked by the Allied ~omndssion, impressed us as being composed of capable 

and highly regarded men. Governor Einaudi J who spent several years in exile 

in Switzerland, enjoys the 'respect 'of the Italian people and, being one of 

It~lY' s outstanding economists, has a high academic standing. He is most 
i ,- ',.

earnest and greatly concerned over the present plight of his country. :Mr.
I' . ' - . , 

NijCOlO Introna, the Director Gene~al, has been with the bank for 50 years 

and has the reputation of being an able administrator. He is known to be 

film and courageous in his dealings,and is said to have-countermanded 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
I· - .' - . 

and curren~ to the Germans. He was placed in. charge of the bank as Com­
, I . ­
missioner by the Allied Comndssion as soon as Rome was liberated.' Giorgio

. I - . 

Cigliana, who before the war was in New York as assistant to P~. Podesta, 

I 
j, . 

IOJi Recent reports inaieate that a subsidy of 125 1ire per dollar is now being 
-..,. paid to Italian exporters. over and above the official rate of 100 lire to 

the dollar. Italian importers, on the other hand, are obli ged to pay 125 
lire as a surcharge on the official rate in order to obtain the necessary 
dollar exchange. . 
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Banca dtItalia's representative, had been appointed as special assis­

to the Governor, With the backing of the Allied military authorities. 

It was the feeling of Governor Einaudi that the Banca dlItalia, 

ch under the fascist regime had been eclipsed completely by the Italian 

Treasury, could now regain its former position. The old National Institute 

for Foreign Exchange (Istcambi) has been replaced by a new agency, the 

Italian Exchange Insti~ute (Italcambi), of which Einaudi is chairman and 
I . . 

Intron.a one of the directors. The funds for the new institute, whieh in 

general is responsible for the operation of the foreign exchange control, 

were furnished by the Banca d'Italia and, we understand, all accounts of the 

n~w institute are carried abroad in the name of the Banea d'Italia. 

Governor Einaudi and members of his staff took considerable pains 

ti outline many of the bank's operations during the war, particularly during 

the period of German occupation. At the beginning of the war the Italian 
I . 

gold reserves amounted to 125 tons, equivalent to about ~141,000,000. Of 

tJiS amount 23 tons, or $26,000,000, were used in settlement of prewar lia-
I . . .. 

billities of the Italian Government to Swiss commercial banks and the Bank 

fdr·InternatiOnal Settlements. A total of around· 75 tons (about $84,000,000) 

1s turned over to Germany and its whereab.outs was still unknown at the 

time of our visit to Rome. The remainder -- about 25 tons (5;28,000,000) -­

of the prewar gold stock was shipped to the northern part of Italy where it 

was cached in a fortress under one German a.nd two Italian keys. This gold 

w~s taken over by the United States Fifth Army in its drive north and was 
! . . . 

s~bsequently returned to Rome. Last August the gold was stored in the vaults 

of the Banca d'Italia under the control of the Allied Commission. 

In addition to the seizure of Italian gold, the Germans financed 

themselves in Italy by levying "contributions" in much the same manner as 

wJs done in other occupied countries. The necessary funds were provided by 
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the 'Italiari Treasury throiigh the sale or Treasury bills and were credited 

i ,1 ,'", • • 

td German account at the Biirtca diItalia. ' Italy's total Hcontributionsfl, I '" : , ' 
~der this arrangement amounted £0190 billion lire. Starting at the rate' 

oi 7 billion lire a month ,during the last, three months of 1943, this levy 

wJs raised to 10 billion a month in 1944 and to 12 billion in each of the 

Jrst' four months' of 1945. The Banca 'ct t~talia 'reportedly employed slow- ','l' ' , , ' ­
down tacti cs in furni shing its, branches withthe necessary' currency and' as 

a resUlt, with the expulsion of the Germans in theapring of 1945, 8 billion 

llre were held in an account due to Germany, Much·to the apparent surprise 
r 

of the Italians, this aC,count had beem blo'ck¢dbY the, Allied Oommission on 

tJe grounds that it represented German assets ~ The questiori; however, was 

un1der discussion with the Allied niilitary authorities last August and a ,
I ' , ' , , ',' 

satisfactory settlement was exoected. ;, , ' '" ' ,
I, A , ' , , , ' 

The threat of a run-away inflation was one of ,the chief concerns 

of the Italian as \vel1 as of the Allied military authorities ~ Owing in 

la~ge part to advances by 'the Banca d IItalia to the Italian TreasurYI the 

gorernment debt had risen from 132 billion lire in Deeember 193~ to over 
I " " 

billion bY,V-E Day~ ,Total deposits held by the Italian banks, includ­851ing savings banks, amounted to roughly 500 billion lire last August. Of 

th~s amount, 50 per cent was invested in short and long term government se:" 

curities, 25 per cent in private loans, and the remaining ,25 per cent was 

he~d as time deposits .;vith the llanc~ d' It,U. at from 4, .to 4 1/2 per cent 

, per annum. The latter deposits were on a voluntary basl.s but, in effect, 

'represented loans to the government at 41/2 Pl?r cent, since the government
I ' ' . " ' " , ' 

borrowed from the Banea d'Italia at that rate. ' As to the reason for the 

'~oLereial banks I p'reference in, keeping this volume of funds on, deposi twi th
I ' "',, ­

the central bank rather than,invested in government securities paying 5 per 

celt, we, were told tha:t~t was due primarily to the fact that the commercial 
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SWEDEN 


August 22 - 30 

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

glimpse of the functioning of Sweden's planned economy during the war and 

hrr plans for meeting postwar problems.in the international field, Through 

the efforts of both Gov:ernor Rooth of the Riksbank and Mr. Herschel V~ 

J6hnson, our Minister to SWeden, we were able tomee~ a wide and represen­

t&tive group of government officials, commercial bankers, and industrialists. 

rJ addition to the officers of the Riksbank, the Swedish Government offi.,. 

dals with whom discussions were held included Finance Minister Wigforas;I " . 

Yx. Hammarskjold,the young and very able Undersecretary of Finance and 
I .. . 

Chairman of the Board of the Riksbank; Professors Ohlin and h~dahl, who 

sJcceeded' each' other as NJinisterof Commerce and whose debates in Parliament 

hJve done much to focus attention en the problems ahead; and Mr. Bergwald, 

Jairman of the Price Control Board. conve'rsations were al~o held with two 

o~ficers of the newly reorganized National Bank of Poland, the General Man8.ger. 

01 the Landsbanld Islands (Iceland), and the Governor and an economist of 

thle Finlands Bank, all of whom happened to be in stockholm• 

. Daily life in SWeden, as in Switzerland, was in striking contrast 

to, that in liberated Europe. Signs of wartime shortages naturally were 
I 

evident. All food was rationed and certain imported items such as coffee 
I '..' 

ani sugar were relatively scarce.. Clothi~g -- particularly shoes -- was 

limited, though adequate. SWeden was also laboring under a shortage of 

cokl' 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 

mort of. the streets in Stockholm were lined with rows of firewood, which hed 

been brought down from the north in preparation for the coming winter. In 
I . 

addition to supplying heat, Sweden's timber had also made it possible for 
I 
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~rice index by 50 per cent. The gener~l level of industrial wages advanced 

17 per cent between 1939and 1944, and the further demands of labor during 

the first f1ve months of 1945 resulted in an additional increase of 4 per 

cent. 

As a resu!t of the enforced curtailment of imports from the west­

r:n countries, together with an inflow of capital in the early stages of 

the war, Sweden has accumulated SUbstantial amounts of dollar exchange and 
I .. . . 

gold during the past six years. Much of the dollars so acquired has been 

converted into gold to be held under earmark at the Federal Reserve Bank of 
I 

New York. While. there ;was no well defined program, these conversions were 

motivated by the general policy of keeping Sweden's reserves in this countryI· . 
jbout evenly divided between dollars and gold. As of the end of August 1945 

SWeden's total holdings of short term dollar assets amounted to $194 million, 

+0 mill-ion above the level at the beginning·of the .war. The bulk, over 

$150 million, of these holdings represented official dollar reserves. Re­

flecting the conversion of much of the current accumUlations of dollar ex­
! . 

change into gold, the total of gold held under earmark in New York for ac­

crunt of the Riksbank rose $89 million during the war to the current level 

of $177 million. . 

Sweden's total published gold reserves increased by the equivalent 

of $124 million (net) in the six years ended August 1945 to $479 million.
I . 

This repre~ented a record high level and was 'more than three times the war­

time low reached in October 1940. In addition to the published total, we 
! . 

were informed confidentially that some gold was i held in a· secret reserve. 

I. .. As to t~e distribution of the published total, about $78 million 

was held in SWeden last su1llIl1er. Of the roughly $400 million of gold held 
I .,

abroad, the largest amount was the' $177 million earmarked iil New York. An 
I 

a~ditional $160 million was in South Africa and represented newly mined 
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gold Which Sweden had purchased from the British at the official price of 


. of. gold was also held in Canada, $23 million in SWitzerland, and $2 million 

I" . 

168 shillings an ounce (equivalent to $33.81 an ounce). About $35 million 
I 

i~ Argentina, the latter representing the conversion of pesos arising under 

. tfe trade agreement. with Argentina. A small amount, due from the Bank for 

International Settlements, was held in London. 

In the' international field perhaps the most significant develop­

ment in Sweden has been the large-~ca1e program of financial assistance to 
I

other European coUhtries. From the beginning of the war in Europe to the 

flll of 1945, the Swedish Parliament had voted a total of over 2.5 billion 
I 

kJonor of credits and gifts for reconstruction and similar purposes. This 

afount represented nearly 20 per cent of Sweden'S national ineome and was 

equal to her total.. government expenditures for two prewar years. This lend­

iJg program began in October 1943, when the Riksdag was asked for an initial 

aJpropriation of 100 million kronor. Although at that time it was decided 

tJat in view. of SWeden's limited economy her assistance would have to be 

cdnfined primarily to the Northern Countries with which SWeden has alwaysI' . . 
hid very close cultural and economic ties, the program since hs.s 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.. 
I' . 

01 the total, 150 million kronor, which are to be u,sedfor aiding Norwegian 

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

melt is left ~ntirely up to Norway. In addition to the' credits in kronor, 

Jeden has agreed to accept payments from Norway in·poundsterling up to an 

agbegate amount of 160 million kronor, iIi connection with the Norwegian 
I . 

shipbuilding ,program in Sweden. Credits to Denmark have amounted to 230I -, . . 

million kronor, of which 50 million kronor for aid to refugees are·also 

206147 
'­



1(Gi,t·'~~. ,:.~0~DECLASSIFJED , 
·}.utnonty 0aD q7807.1~1IJ11l y,' IIv(t.S'fl:1: 

--'-'-_2-.___ By 16 NARA D2:e~ 

62 

gr4gellllen~t., it is understood that some linderstanding has been arrived at as 

the amount of the other' scurrency each will accumulate. 

All these agreements are bilateral in nature. As Sweden has a 

ghly developed foreign trade,those responsible for the operation of SWeden's, 

p~,~u,~u economy feel that her best interests lie in the direction of free and 

multilateral trade. At the present junction, however, she has been obliged
I . . ' , .' 

to bow to prevailing conditions and realizes that the resumption of world 

tlde on a multilateral basis must await the development of international' 
I" , 

cooperation. For this reason ~eden is watching, with interest the organi­

'zJtion of the various international bodies. 

By the time of our visit it was felt that ~eden bad reached the 

i::Umit of its ability to extend foreign credits and in so doing had stretched 
I ' , , " ' . 

its economy to the utmost. It was fully realized that foreign credits were 
I ' 

for exports and that to export without being able to import resulted ih a 
i,' ,'. " 

01 
lisS of goods and a growth of the money supply" which. aggravated the danger 


inflation. The economy was considered to be finely balanced and any de­


velopment such as a further rise in wages ~ould set off an, inflationary spiral. 

Largely as a result of deliveries under the foreign lending program, Swedish 

'e~orts durlng 1945 exceeded imports by a record amount equivalent to $149 
! 

million. This compared with an import surplus of $209 million in 1944. In 

thj summer of 1945 Sweden still had some reserves of raw materials, but in 

thr absence of imports it was believed that these supplies would last only 

. fo~ another six months or a year at the most. SWeden, therefore, was 

garbling on the chance that her import trade could be resumed on a large 

I ' scale before her reserves were exhausted. 

A number of factors have been. responsible for SWeden's engaging 

in large-scale, foreign lending and exporting prior to the resumption of her 

.import trade. In the background there is the feeling that since Sweden had 
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APPENDIX II 

Persons 'Seen During European Trip 
. . . ; 	 ; 

Julll to september 22, 1945 . 

London 

I
iLord Catto 	 Governor· 
Ie. F. Cobbold 	 Deputy Governor 
H. A. Siepmann Executive Director 

lsir otto Niemeyer Director 

H. C. B. Mynors 	 .Secretary 
:G. L. F. Bolton Adviser 

,J. A. C. Osborne Adviser (retired August 1, 1945) 

Henry Clay Adviser (retired)

t. P. Thompson-McCausland 	 Aesistant AdviserI . 	 . . 
~. L •. Fisher .' . . 	 Assistant Adviser 
H. B. C. Yeomans . Deputy Chief Cashier 

. Frank C. Hawker Deputy Chief Cashier (Exchange
. I . . Control) . . . . 

. Douglas E. Johns Assistant Chief Cashier 

yictor C. Tong Assistant Chief Cashier 

P. S.Beale 	 Assistant Chief Cashier 
C. R; P. Hamilton 	 Principal, .Trade Control & 
! Investigatio~s Officef . " " 
~. E. H. Allport Principal, Statistics Office 
Charles C. Excell Principal, Cashier's Office 
Eric Crawshaw Assistant "Principal, Cashier's
I 	 . Office. 
R. 	 S. Wright "Assistant Principal, OverseaS and 

! Foreign Officej. L. Hogg Assista~tPrincipa1, Overseas and 
Foreign Office 

~. 	A. Pescud Assistant Principal, Overseas and 
Foreign Office 

C. 	 w. st. J. Turner AssistantP,J1.ncipal, Overseas and 
Foreign OfficeI 

·t. F. Crick .Overseas and Foreign Office 

~.J. Portsmore Overseas and ForeignOi'fice 


. I " " 

. Br:i1tish Treasury 

~,ord Keynes Economic Adviser, Director of 
Bank of England

I 
Midland Bank, Ltd. 

I
Prof. W. F. Crick Economic Adviser to the Chairman

I, . and Executive 
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