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Commercial banks have been,notitied by the Swiss 

National Bank that, effectlveAugust 5, the Swiss 
National Bank suspended the'sale of gold coins as a 
measure to prevent the depletion of gaIa-stocks, but 
that private banks may continue to deal in gold coins. 
Since the 26th of June the price of'gold coinso in 
Swiss francs increased nine to- eleven percent. Thus, 
eagles 'quoted at Swiss francs ,8,55 on June 26 increased 
to 9.70 on August 12th. Swiss 20franc gold coins 
increased from 30.90 to 3j~50; sovereigns from 40.25 
to 44 during the same pe~od.' The price of gold bars 
remained practically constant during that period at 
4970 Swis,s francs per, kilo and is now stablized ' 
at that rate. The upward movement of gold coins is 
interpreted as a sign of fear of inflation• 

.". ~. ~ 

HARRISON 

CBD/nrm 

, ",,\ 
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Rise in price of ~old in Swiss currency. 

On July 27th Mr. Rossy of HanQue Nationale Suisse told me gold 

reserve had been depleted SFr.80,OOO,OOO since beginning of 1942
-.-' 

through sales to individuals chiefly, indicating apprehension of 

inflat ion. Tfv-<) 'It\r~ Ctt..,r,-e, ...l t,< 'vVClvil.fv.v:,! 4:1-',,,,, 'i,,·,i'f{- .28: :'1a:l. 
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"August 11, 1942. 

! : .Mr. HUDI'LE,-

Yqu will recal-l my memo. regarding increase in, price of gold
coins in Switzerland., 

In2;uri ch I saw an offi ciel \)1' the '8\~i~'s :iational .eank~ ,He 
stated i'n this regard that the ,Bank wished, to raise' the price of 
Swiss gold in relation to Swiss paper currency by about lO-percent, 
viz, from aro.und ,31 to 34 franps for a 20 fr~c gold piece; the 
reason back of this desire I was·not ,able ,to:ascertain. 

In the eamntime, US: gold was quoted as ,high as 9.70 swiss 
francs to the dollar as c9~pared With~S 8.40 oeme weeks 
ago. 

~Lndreth M. EN. 

" 
·"Y. 
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August 7, 1942. 

?,~r. HUDDLE, 

'.rhere has been 8. notf?B~flble incre~se du~ing the pastfe~v 

weeks in thE: price of gol~ tn.relation to Swiss cy.rrency. The 

follo~ing Quotations are reyealing: 

Al!:.gu~~. 6,,!.. increase 

us ~.~ 8 . .1',,0-8.55 . 9 .• 05-9.25' • 55 Sw fC8 • 
Swiss 30.70-30.90 32.75-33,25 2.05 
Bars 49.30 49.50 no change ~ 

~. 
.~ 

The increase appears to be only incur.rency as price of -.. 

gold bars has not changed. Implication is that 'there is a 

heavy demand for ~al2t !!iliA gold currency of all countries. 

Similar price increases are r-ep€lrted for French, Ital1anand 

British gold coins. .... 

Landreth M. Hn. 

. . 
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iron) to 8wlt.zerland and that the German. clearing over- . 
draft will oonsequently rise perhaps to about 400,000,000 
by the and.ot Ootober. 

. . . ~,' '. . 

Italian Olearin:g. On July 22 the. Italian over- , 
draft· on the clearing ~~ched e.9.;20P ,000 ,frano.s 8ll(l it 
is e~e.otadthat the tlo.eiling" (12S;OQO;OOOfranos) will 
have been reao.hed by the end otOotober. Then ,will be­
~ome urgent the questl;o:O.,;-ot addl;tional oredit facilities 
to Italy" The.· SWi'ss su~oeeded in slde-steppin€5 during 
the reoentnegot1!ations"the matter of 'an. additional 
credit to Italy over and.above the "ordinary" one con­
tained in the o1'1'icially established overdraft l1m1t of 
125~OOO,OOO franos. However, the Swiss have nQ illusions 
about the s1tuatiQn that will arise this tliutumn in view 
of the steady deollnein merc~andlse available for ex­
port to' Sw1't:a,srland trom Italy" 

(5:)' FEPERAL . FINANCE 
. . 

The!tIfetisury: had a striking suocess in marketing 
its new loan in June* and has ample funds'untllautumn, 
bllrring unexpeotedevants • 

. .( 

. (6) PRICES" ... 
, . t'

It is expected that retail prices will .s,tart 
upWard again in the autumn .tQa degree that will oreate, 
probablY'mQre 'sooial 'tensiQn than heretofore during si.mi-·, 
larprice evo:i;ut1oniJ. T:q.~ ..wages and salaries coIIl1llittee 
of the F8d~ral Departmentot publio Eoonomy llas worked 
outand:m.ade'publio ,a table for suppiL6II!ents which might 
justly bead,ded to wages< and . salaries unde.r 'g!~ven price 
advances. This table will probably serve as . a norm fQr 
d1sQussions'this autumn ,}jetween EmLployers and.employees. 
on subjeotof adjus1imen~ 01' wages arid's'S:l.arlea to meet 
the eventual new wave otprice inorea·s9s~. 

FileNo. 851.. 
, 

. WM"'!J/Tmls 

Original and seven oopies 

to~~e Department 


" Copy to ,Amerioan Oonsulate General, 
Z~1oh 

*Page 3 of Legation's ftEoonomic and Finanoial Develo~mentstl 
report of 111£&:128, 194~. 
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Be~n, Switzerlandl. 


-2­

(2)~ 

(a.) Stooks 

National Bank. The perioaio; reports of the Nation­
al Bank indicate onl~a very }lIlimportant net ohange be­
tween·May 15 and JUly, 15 in 'either the gold holdings or 
holdings abroad.of t'o'reign.exohailge·valid as bank note 
ooverag~. The onl~ taotworth noting is that they both 
declined slightly simUltaneously, Whereas in previous 
periods their movements had generally been o'pposed. 

National" Bank Holdings 
(Mil.lion :t'remos) 

End at':. Foreign exohange 
.abroad· 

Deoember,1939 2,262 . 360 
July, 1940 2,114. 488 
. June. 23, 1941 2,292 1,304 
May 15, 1942 ,3,44G 124 
July 15, 1942. .' 3 440 112. , . 

*Do11ars at New York 
.., . . . ~ . . 

v. Between May 15 and ..Ju1y7the German Reiohsb8.llk Bold 
only about 12 to 15 million Swiss francs ot' gold ~~ ~~e 
Swiss National Bank. The Reiohsbank used the prooeeds 
therefrom to inoret;:l.se somt;rWhat its growing aC'aount at' 
the.National Bank*f,to inorease the likewise.still 
groWingaooount ot·. the. Swedish National Bank at the 
Swiss National ,BankB,ll.'G:- to buy small quantities of as... 
cudos t'rom other Sw1Sllj' banks. The Swiss National Bank 
expects to receive shortly 700 kiloeof gold pieoes,
mostly, Napoleons, from the Bank of Franoe, the proo,eeds 
of whioh will be used .. to satisty Frenl3h obligation's here. 

,.' 

(3). SILVER' 

The SWiss National Bank is purchasing about 25 tons 
net ofs11ver in the torm of French. ooins (former 10 and 
20 frano pieoes). Price is abGut 70 Swiss franos per
kilo. The Swiss still need about 20 to 30 tons .of tin . 
alloy for small ooins. 

, " (.4). fOREIGN !eQ.A.NS 

German Clearing•.Total May imports from Germany 
. were high at 66,000,00.0 Swiss t'rancs and remained at 

about that level.du;ringJune. So far as is known de­
liveries in early July were «it a satisfaotory level. 
Consequently the German overdratt on the o~earingrose 
petw~enMaY 20 and July 22 by only 22,000,000 franos to 
2'01,000,000 :francs. The Swiss antioipate .,Germa.ny will, 
by the beginning of autuirm; experience new'dltfloUties 
inlD.tlklng deliveries 'of merohandise (ohiefly 008.l. and 

, .'; iron) 

**Pages4 and 5 otLegation' s l'Eoonomic and Finanoial 
,Developments" report ot April 25, 1942. 
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B,ern, Switzerlaild. 


";1­

8trietlyConfidential 

(1) FOREIGN EXCHANGE, 
. - - ~ - . 

'. 

Bank Nota,s. The' :following te:'ble illustl'ates the 
mavamentB inElxohang;e{rates ,of bank not.es of the prin­
oipal ourrenoies since;tabulation was starteci on Febru­
.a.ry 28, 1941: . " . ' 

"- .,

Nominal Rate in Swiss Franos for 
.!totesof large: Denominations' 

..~ ." ' . 

Rome 
. (100 lira) 

London 
(~l ) 

Lyon Berlin· New York 
(100 frs. ){100 Hm)($1.00l/ 

Feb. 28 11. "5. 6.00 2.775 50.5' , 
Maroh21 12.65 7.55 3.80 54.5 ? 

,/ Apr. 29 
May S 
July 2 
Sept.~12 

12 •.775 
13.125 
10.30 

8.30 

7.425 
6.925 
6.575 
8.57~ 

3.'.575 
3.625 
3.15 
2.575 

61.5 
60.5 
52~0 
42~5 

4.22 
4.255 

. 4.52 
3.95 

1942 
"" 

./ 
May 5 
May 12 
;rune 1 

5.30 
5:325 
5.• 05' 

.'.. 
5.55 
5.25 

'. 5:50.. 

1.:60 
DS' 
1.67 

33.0 
32.0 

.26.5 

2.075 
2.255 

. 2.475 " 
v June 10 

July '15 
5.05 
5.• 35 

6.35.'
5.925 

L.68 
1. ti3 

.~ 
30.0 ' 

2.53· 
2.66 

There is nothing llew or importanoe to report con­
cerning the market fOI" bank notes other than that it 
variesfoliowing the r¢spective.politlcal fortunes of the 
country whoseuotes ar:a traded. . 

Handelssperrmarken. The exchange rate of this Ger­
mS!lll. money .of restricted use oont~u;~s toreflectSwlss 
opinion, as to German fo,rtunes. It dipped. sharply in 
early June ouly 'co recover after the fall of Tobruk to' 
the level ·maintained between· M~:rch and May. 

. ' 

100 ·'!H6.nd~lss'perl·lliarkentt in Swiss Franca 
(Monthly averages unless otherwise stated) 

.., 
I. ~ Low . H1gh 

JeJ:'L.• :,JUly inclusiva 17.04 18.81 
September . 6.67 

·1939....1940 
, .N6vember-Febn~'ry 13.34 15;62 

:r94O 
l1i'.Y . .'. 8~56 

December· 38.02 

1942 
January 15.78 
April' 21.23 . 

. June 18.20 
July 7 21.00 
July 25 21.00 
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REQUIRED REPORT 

(Rete~~~ce: Department's instruc­

tion No. 1100 ot JulY' 31,"1941, 

file No. 102.81-5024) 


l 

ECONOMIC AND FINANCIAL DEVELOPMENTS 
(Background ll~pcirt "for pe;iod from 

Mar 15 to luly 15, 1942) 

S T RIC T L Y C' 0 N -F I DE N TI A L 

From: 
w. M. Ohase,._ Seoretary- ot Legation 

Bern, Switzerland. 
- " 	

Date ot oomp1etion: JulY' 30, 1942 

Date ot mal,11ng:A.ugust 1, 1942 

Approved: 

Leland Harrison 

Amerioan M1n~ster 
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, 
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~oQnOJlll.car.t.d 1iIl8.D.9181 Deveio,Pment .. 
!~:"ll"l~~t~01\l'
Bern ,SW1tz."lan4. . . 

~&­

period March 15 to April' 15. started downward again after 
April 20 ~d bY' May 15 had nQtapparently yet reached. 
the bottrim of the movement. . 

. ( :3) FOREIS:N LOANS ' 

Gel"'tllf1l1, ciearins_:AS' 1&portS' from Germany oontinued 
.	on a curtaIled basis durJ.ng the per-iod under review'and 
as the delay in payment' out ot' the olearing to holders of 
Swiss' eXporters t ,ore41t-~billa oontinu.ed' above ninety days t 
'~'!ihe German overdral't on "the clearing rose Elga1.n. ,The 1n­
orease was 15 million frucs between April 1'1 and, ll8:ay 20 
and the total overil"&f'ton the latt.er date wasab0ut 
l86mlilloJ:l. tranos. 'It. caretlll'{lppralsal, just camplete4,
plaoes the total,value,ot oredit bl1111 l1ke11to.1Aature 
unde.r the ninety-day waj,tlng per10d arrange.meIi~:a~, about. 
;500,QOQ,OOO trancs;'thus, it Germany deliverednothlmg 
more to ,Switzerlsnd atter May 20. the ol,earing overdraft 
would rise to about 485,00.0,000 francs by Au.gust 20. 
,Slncesuch a radi9al oessation et German ;exports.lias not 
yet taken place, the rIse ,in the overdratt will be more 

, moierat. and is DOt, .e~.cted t(1) reach the' 500,000,00.0 
franc mark lUltU som.etime near the end of this year. The 
Germ.ans blame their inab1lity to deliver theooEl.tracted 
amounts ot merchandlsetoSw1tz6.rland on a lack of means 
of transpOrt and tell the Swiss that if they want their 
merchandise.they-should ucpme and get itlf.* Should Ger­
many eventuallyoollapse i1?-d~teat" ;the 8wisswould r~­
gardtheir loss on the 500<,000,000 f'ranc olearing ov.r­
draft as a "contribution i. tonds perdu" (oapital contri ­
bution) by the SW~as Governmen:t to a projeet wh1~h pre­
vented.ith4;l!'· general un~lo1Jll.ent d:anns a' orit1cal" 
year or'more, 131', what ~tJ...;+d be equ.allY' Wldes~rabl.8, 

, G!,l'wm. demands. tlUltSwl~'!f 'labor migre.~. to Ge1'Jll1Ul'1.· 

. Italian. olearly. ~tween April 17 an:dMay 20 the 
Italiano:verbatt 'on, the ole~rlngrQse from 68 to '15... 2 
mUllon f'ran.os.' As it fil.ppea.rs that Italy ,8.1so ,is :face ' 
to faoe with the impossibility of maintaining its 84t;Porta 
tG Switze,rland, th. SWissauthorities are envisaging an. 
Italian request, that the present 'overdratt ceiling of 
l25m1111ontranos be raised • Thus tar no demanci haa 
been made.' 	 . 

During early June the Federal Treasury will borrow 

aD long term nearly 400,000.000 franos. SUbscriptlplls in 

the amount 01' at lea.stthat liUilo'tlllt e,re expected and may

reach 450, 000,ooe trancs;·thelUlloWlt 8ubscribed 1n excess 

of sOlUeth1.ng 8hort,of,400/m.illions'will'notbeaco~pte4. 

as there are no, conversions to be made, the entire· 8ub- ' 

scr1ptionwillaocrue as new m.oney to. the Treasury, which 

will thenhB;ve no Ileedto come to the market again' until 

the end of theaumm.er. 


File Bo., 851 
WMC/m\"is, 	 . 
Ol'ig1r.ual and, s·.,venooples to the Department, 
Copy to AmerlcaD Co.Bs\1late Geae.l"ai, ZUrloll 

'''Legatiol'lfs str10tly oOD1'ld811tlalte1egram No. 2245 01' 
,'Mq 2S t 1942. " 
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·	J1~omiOi andF1na:a.oial Development.~ 
From. J\,m8rio&n Legation. 
~e:m.Switaerlan4. 

Na.t1~ Bank b.ae begun ahip.ct otl0,ooo kilograms ot golli to 
Portuga.i at the rate ot about 1.000. kilograms every two 1ieeka J 

,th1samount ool'J'espon4ll to thatt01;' the triLnsttjlr ot whioh. to, . 
PCU'tuguese a.ooount. th~Jlatli:ma.l,B8.nk asked, tor. but tailed to 
receive. authority trom. ~Ur ~re&su.ry Departiq,ent.lt is said that 
Ge~doe. not ship gold,clir",,8o~to Portugal,'beoa.uae it ~uld. 
be n.cessaryto aoc~ it. w:srcaas ocoupled France and Spain. 
Ge~ ap~elltl1' tiD.da it le88 burcleaa_to ~h1p it to~tserland ' 
thaD. to Por~gal tor sale. ;fhe Portuguese. themselve., preter 
apparently to have no direot gold dealings with the ,Germa.us. Swi8. 
private ba.nks bought in the par1:od \Ulder' revi~ gold' ple~ea in ~paiD. 
t.ga1nat bars, being able to· ...11 the ple.e. here at ... profit.. ,])ur1.ng 
about a.:month's time (r~bruia.ry 10 to, Maroh 10) the SwteaJla.t1onal Bank 
,8WJoe.ded inaelling on the.omsstic market about, 2 m1l;li~ traIiosof 
gold pieoes. ~t market 1. not ,wi.thou1; l1m1t', bu-t 11' .upplled 
gra.4uaily w:l.ll1ag1y ablol-bath.otter, as ~, proved by the o~ very 
• lightly depressed prloeadeliPlto the otter. 

DCI'II18stl"J. 1'hedGDlest1o demand tor goid·.G.uring ,the p.eriod Ullcler ',. 

revi...·_. UD.1mpor:tU:t';· . 


(0) Pdoe•• 

Bldprioeator gold' bars tended sUghtlyupnrd shortly after 

Feb:ruaryl:5, .a,vano1ngfrom 4.91;trano. to-4,93o tranc. perldlogrli!Dl 

by February 20. nere the' prioe rellllidned stable Ulltil KaZeh ,ll.. fhe 

price at 'Which gold 'dB ottered foacted .tlghtly to this ad~e, aUd, 

beginn.iD.gabQut Febr.uary2'7 •. ad:vanced from 4.955 trano~ to 4,~ franos • 

per kilogram.. , Prices tor. eagle.8 eased ever so sl1ghtly,p~J>f1bly U. 

a. resUlt of the borea,aed offer, trom. torej,gn souroes (aeeabovel i on',,· 

Februa.ry 1; bid and otterpri~~tor eagles were 8.70 and 8.85 t'espeotive­

q. whereas on Jra.roh l6they ~ere8.60 and 8.70 respeotively, 'With the 

trend:at111alowly, but sligbtlt. d.o'wuward. !he price.!)t Swi.s gold 

pleoes. roema1ued Ullch8.ngecl·at 30.70 bid e.nd 3o.~oft.red~' . 


'(;).~IGH·'~. 

(,'Jo.rman ~~. !rhroughMaroh 10 there 1nlS no change In the 

G.:i-man'overdr~out 1.50 m11J..1on truos) on the Sw1aB-Ge~ .' 

olea.ring. Du.rhg the .weeJai preoediDg February 26, German merchandise 

deliveries to Sw1tserlanddeorea8~ 8amnhat, but between that da.te and 

¥arCh il. -ten4edu~d again. toward norma.l. BO that probably' lilO notewo~ 

oh;ange in ,the amount, ot, ,tlle Gflrman ovordratt haa yet been 1na.ugurated. 


, ··ltal~.anQ188.r1:ag., !hrough 'Marohlo there 1II'8.S no 1m.pOl"t8nt change 
.mthe Italian oVer'drattcm theSwi.....ltal.ian o~.ar1D.g. ,thedountoWed 
bi'Italybe1ngthenabo\do f.:/iJ million tranol,Or Slightly +e88 thana 
mOnth earller. ~he ,mteFl'Qptedlta.lian..;..slliaa ,negot1atlcma, _y be resumed 
t01ll8.l'd 'the·middleot4»rll. at·w:b.ioh 10_ Italy may preeentileriou. 
propoll~8 ~orra1sing theoie:thig ot its perinittect overdratten the 
olearing~ . ' 	 . 

Follow1D.g the oonversioa loan desoribed in the Legation' 8 last 

report the Federal Treasury haclabout 100,000,,000 £rano. oaah on deposit 

&t thsNa.tlonal B&nk.•. :which" together with theuaual short term. bol'J'OlII'>­
1ng possibllltle.· at ,the Bank, will suftice" to carry the Oontederaticm '.. 

Ulltll April 15th at least without tur:ther'market 0peraticma. 


flle :10.' 851. 

aC/nog 
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Bo~o ·and ~1&l Developments. 
rrom AiaerioinLega.tton. 
Bern. SWitaedaUd. 

(b) Bloaked dollara. 

.,." 

//1/ . 

f 
Ii 
Ii 
il, 

. , ' '. \ 
Duttweller., ~o Swiu pollt101&:11 ~ busings man.",~ DOw 

int.reste~ himself in the proj,eot to use dollars bloo'lqtd in private 
aocoun~ to pur~hA8e 'stocks of ,Ainerioan 1'ILW material. tor pos~ 
delivery. To this e:wi he hAabeen onciea.vor\ng to torm IlL oonaort1um 
of inter$sted Swiss. rhe '8111'10. Gov'erru:aent "apparently' baa 'no ha:nd'in 
this venture. ; ), 

In dboua.ingthe lI'atio:nai Bankt a.ppl1catlen maci.' lat ]fevembar ' 
'totre.nsfer 4.500.000 dollar. nQIII. 1t.blooked acoount to thatot ,tha 
Spanish oentral bank. the Bern nlrector of the Bankd.clarec1 th$.t :I:.t 
had been-very helptul· in buying' dollars. having. bought 15 JI111110na ot 
them a1noe" June 14. 1941. trom.:B8.nk Of Englaa4 &ca1nat Swias 1'1'&:1.08. 
end,e.u.other 720.000 of th~ trom"arioua aJ,lied and J.,&t1n.....a.mer1oan 
d1pl_t10 and oonsular ••ta.bl1ahDl.ent. . and, even frQJl1 the Vatican J 

,~rmore. in early' ~ch :I:.t ha4, I>Ul~ed an e.dd1tional laD.ooo 
dollars, fram Bra,zlliaiL Lega.t10n here. , . '.' 

(2) GOIJ). 

(a) Stooke. 
.. 

Between February 14·&ndMa.roh... 14. ~e lla.tional Bank aoqUired 
about 18, mill:l:.on franc. m.ore gold.,i Chiefly" through ~ar oonversion . 
of dollar exoha.ngeat JI.. York. the total Value of which deoline" in 
the ae.m.a period by 170 JI111110n franca. as may be ,noted frQDl i;hefollow­
1ng table, 

Deoembar1939 
JUly 1940 

Ju:ne'23. ~9U 

F.bruary 14. 19l.i2. 

}larch 14. 19~ 


~ "', 

~: 

lITaUon.allJanic' ': 

Gold' 

(b) JIov8lUD.t.,. 

:I:ntel"JJAt10nal •. , l)uring the month February" 15 to March ,15 the 
. Ba.ziqua de:rre;no~.old hoi-o' about 8 mi1l1on frenosof oagle•• do~10 
eagles. and aovere1p.a in order toaoquire SlIi.. francs lIherew1th to 

, pay interest and amortir.ation on off:101ai Frenchoertifioate. otiD,;.. 
'debt$Cb1e•• payable' here. file ReiChsbAnk also sold about , JI111110n 
francsot gold here. using moat of the prooeedS ~'b~ e.audoe. the 

'. • ,< ' . ' , 1. 

.... .' .'. . 

Page 3 of Legationt.-EconODlio and Finencial DevalopD.enta"report 
.... of J~19. 19~. . '.'. . . .' . 

. . Legat10nt 8 atr1otly' oonfidantial telegram Jio. 1008 of Karch 11• 
..... 19L!2. ' . . 

'. Dollars .at Hew York. 
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Eo.oD.Om1o and Financl~ -J)!)vel.opment•• 

From ~rioan~eg8.t1cm~ 

Baril. Swit&erl8.n4.,

,f 
~ Striot1y Confidential. 

(:I.) roUlcmD:CRl.:NGl. " 
(a.) (#merai • 

. Bank notes'. rhe following table inwitra.te.s the movements .in, 
.exohange ta.tea of, b8J:Jk .nO,t"... of the. principal. currencies ainoe tabula... ·, 
tion·.n;s·starte4 On Febi-wuj 28 .. '1941.:, 

,lII,oarln&l .ra.~f tn.. ~aa franos for, . 
note. of· large d~Om~!aticma "\ 

. '.- .'. ... 

.1941i.am.. I.ondOn' ,: 'i;yem' 
 ._York 
. ' (100"'1lFeJ (il' ·(100 Frs.) lii~Oo' 
Febr~8 ,11'.75 8!,DO . '2~775 . 
Jlar'.21 ,12i65 ,7.55: . , 3'.80 ' '.,

'I 

, 4'.22 
.•y . 6'13~.125 6'.9253,.625 . 

Apr••'.29 l.2.Tl5 ,7.425, . 3.575 
4.255 

JulY.·2. 1~'.3o. .' 6'.575 . 3'.1:5. 4.52 
July 2ll!" .' 8:.60 6.40' , . ';.lef ' ~ 

<Sept.12' . ~8..3. 'tr.;'75 2.575 3~95 
··o~t.' 6.65 6'.1; 2:~575 .4.075 
~o~ 19' '.9.95 7.00 1.95 2~125. ' 

, .19l.i2 
,~an'.22 l'~725 33.25 20.95 . 
M&r•.'2 2.075 32,.25 2'.975, 

2.00 33.25 2~985Mar•.1.' 
OnWoh 2'1J.re t~uehed,'&.ne. low point. oontilming wexpres. 

the peasim1stio iiriaa.ppra4;sal:<>f the Italian situation., the other 
ourrenoie.fluotua.ted. to ~ ~. un1&uportant degree b8ynen mid:.. 
F.bruarya.nd·m1:~Oh,. .a.lthoiJ.gh Stel'l1.ng ,oontinued its dowmrard

'treWl., . ", .i " 

c:· 

Rall.delaspc;tiTmax",lcen.' "ruG .enaitive buometer of .German milita.ry 
and political: fortune. l'i:¥ fluotuated only slightly 1n prioe sinoe 
mid...February} but. the, trend has, been ever so slight1yc:J.ownwa.rd. . 

, .' . ' 

100 "lJand.,la,perrmarl!:j)D," in Swiss trBD.08, 

(montlilY averag•• 'Uiiiea8 othei'Wiae stated) 

1939 Low-'-Ta.n.~u.ly inc.l. 17.04 
S.ptember 

1939';';19l4.o 
N9Vember-Februar,y .... .i5.62 

1940. 
JiiY. a'~56 

Deoember , '38.02 
'l94l 

. June 2o~56 
July 22.66 

19lt2 
-ranu~ 15 14.50 

february .16 . 21.50 
J4aroh 20, 20.75' 

(b) Blocked 

" , 

--, 

212456 


http:Ta.n.~u.ly
http:slight1yc:J.ownwa.rd
http:milita.ry
http:Stel'l1.ng
http:t~uehed,'&.ne
http:Jlar'.21
http:1941i.am
http:Swit&erl8.n4


.. ", .. , 

(Referenoe, Dep&rtm.ent t aInBtruct10n Wo. 1100 of JulYS1" 1941. 
r11e No. 102.81..;5024)., . 

. . 
ECOlJOKIC AND FmNCIAL Dli:VELOPlfENi'S~.. ' • • ! 

, ...... 
S ~·R IC! .:L Y C -0 I' , I D E.N !I A t. 

" 

Bern~ SWitzerland. Date of oamplet1co:u Maroh 2:7~ 19li2•. 

,Dateof malling. April " 1942. 

Approved, .',; For the )4in18ter t 

J .• Klahr aiiddle 
CounSelor or Legat1C!Ih 

rl ,. 
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.. , 
., "'. 

". b.i.i~·~:: ros8oonsequ.;,nt;+y ;from b~tween 59 and.62d:aiS~ to ' 

'90:arid,nio'r~, days .,Wile C!el"m~n Qverdrat1i on the ~18s.rig,g 

. 1nol"Eili:ised sub.tant1al~y ~." :tlleJ:"efo:re, as was pre41'eteC1 two 

:mon.1;1ls,agG*'~,. tr~1Jl 'app'r9,~ately, l,~ ml11lonfr!m'c,so~;', 


'Jiarch., 10 to 170mll:11:c;u:ls9n. April, 17, atter, which <t;q.ere 
~ja:fJ ,&'.sligllt, di'op .1;0 ,l?7 ~51Jlill+ons on, April, 21. N~tional 

, ~11~'ottic1als an,tieipat~a turth,el' large increa~e 9:'t1,ring 

than~xt two to f'ourmonths because' ot ,expectede.ontin,uj"ng

low receipts of merchandise ,!r.om Germany; duringtha't 

period it would not 'be;'w:r'prisi-ng were the tot~l to rise 

to about 250 million trail.cs. It is ~ not expeoted that the 

overdraft can ri.se' sub:s,t/iIit:tally above the latter f1gUre~ 

becau;a~ ap()u£, ,three Jll9~tlll3hEmce the raw material stocks, 


, Which Gerinany, 'llaS 'suppl'1ed"Switzerla,nq, tor 'cony-ersion.into 
finished products.for.,r&~exp,ort to Germany,w1'11 oeginto 
be e:Xhausted 'and export'S 'to Germanyoog;sequently,als6wl11 
haveto.decrease until.a riew'po1'ntotequ11ibriu.m,ona 
basi'sot,reduced mutual, trade w111 have beenre,ached .~e 
Swiss are, told that iner.eas1ngtransport di:tt1eultie,s . 
within Germany acoount tor thed~inishing German exports
tQ Switzerland. .', ' . '. 	 ' 

'Italian Olea:ring~ Betw~e,nMa:rch.10 alld April ];7 the 
Ita11~ overdratt. ontlleltalo-Swias clearing dropped from . 

. about; 69 to 68 millioIi:trancs, and then again 1;0.6'1.2 
mil1i9ns on April 21 •. AI\l has already been rep<i?rt~,dtlle
,(Uearing' Institute at'Zurich 'oan permit thisov~rdraf't to 
rla8' to 125 .milliens without further arrangement with other 
Swiss,authorities. 

',(4) i'EImRAL..:'FINAWCE 

lD&siringtotap rie.wsou'roes of income, the National , 
Bank is now working ou.~ a scheme for the emiss~on of, "baby" ' 
bond~.' That'notwithstand+~,; it i&also plEi.nninga large' 
ne:vr ,borrowiIlg cmpaign,fQi' \the ' end. of' .rr1aY'-b~giIlfl+rig ot 
June. Until that timetnf.fContederation will hS.ve to issue 
about 2 to 3 hund.red million trancs 'of'rreasUrY Notes" 
about halt or which will be taken by the National BankQnd 
the remainder by the 0,~hereredithouse8. . 

,;:. 	 , 

. , 

File No. 851 
WMC.: jg 
Original and seven copies to the Department 
Copy to American Consulate General,Zu.r1ch 

.. 	Page 5 otLegationrsllEconomic and Firiancial Developments" 
report Qr February 19, 1942. 
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. Econom10 and F1nano1al 'Developments, 
'F1-om Ameri~anLeg~t1()n .. 
Bern, Sw1t~erland. 

-5... 

;&at1(.>nalBank; . thataoooUllt has been gra!lually rising in 

r~oent months and totals. tOday perhaps 50 to 100 m1:1lion 

franos • Sweden apparentlY,1.s desirous" of building tip a 

Sw1ssfrano.ored1t here rather thru:i to accumulate more 

gold in Sto,ckh.olm, ch1fil1fly.beoause 1.tfears ,that it,;, more 

than :Sw1tze~and·, is mena,4ed by possible international 

str1t':ej ly1ng as it does in the path of either, Gel'manor 

Russian ~va810n. T.'he Swe.d1sh .Ba.nk'also keeps gc;>ld here 

l::ieo8.u,se .1t considers tl;l.e"spl'ead j.n.~he Sw1~sNati..onal 

Bank buyj,mg and.sell1D.g'prices (4,869.and 4,920) for gold 

too great to make unnecessary trEl:Ilsters :worthWhile. From 

therema1n1ng 10,000,000 or so francs obtained by the'fore­

going desor1be4 sa:Le ofgo~,d. t() theS:w1ss National Bank 

the German. Re1chsbank has ;adde.da part to its ,credit· balance 

at that banlf,' which balance has already grown to about "one­

third to one-halfll that of tAe Swedish Re1ohsbank. lfb.e 

German Reichsbank .used the remaining part ot "1ihe .proce~ds 


, of the gold 'sale, to pay fi;Jr gold at the p';r1vate Swiss banks 

for shipment to Portuga1.1~ ~ohange for e.so~do$;. ',About a 


·month or two ago thepoz.tugu:ese N~t1onal .Bank 11m1tedthe 

amolUlt of escudoswh1ch.c.ould be' .sold per daytoeaoh . 

Sw1s~ bank; the..exact l;1m4;t 1.Q ho:t known to ;the Legat10n, 

but l,s said to beperhaPIlI 10,000 esoudos. I;t 1skn,ownto 

.	the .SW.1sB Nat1ona.l Banlt. 1'batthe', ~ortugu.es~9.onot always

require strict observance6f this :J,:1m1t and ..that at least 

one Swiss bank repeatedlyexeeeda:, it, expl~'1n:ing ,that'flas 

long as ~ur Portuguese oorrespondents continue to execute 

our orders 1n excess·of the limit there would seem to be 

no reason why we should 11m1t them ourselves,".' , . 


Domestic • Between t11e 'b:eg1Iining of January and m1d­

April tlielat10iuil Bai.i.k sold ~o domestic purohasers .some 

30,000,000 Sw1s11 trancs(nom1nal value) o~ S.w1ss20 franc 

pieoes; the actual' value .of th.e.se purohases is about 

46,OeO,QOO at the presentsell1.ng price. RecentlY,th,e',· 

trend has been toward 1ncre,a;s_1ng .sa1esby the Bank of such 

p~eces • ~1ng the s.~epe'r1bd the National :Bank also sold 

to private Swiss about l,OQO kilograms o( gold ,in b,ars, 

some. of· whioh certainly w~s sh1ppeci.· to Spain .in eX~llange 

for gold pieoes.*' 'fhe. ~ankalso disposed of several, million 

f,l'ancs worth of eagles' and ~ s1m11.ar quantity of'Bapoleons • 

At presen,tthe market :for .overe1gns is giutted, but the 

price remains high. Pu.rob.8.lies by the public of ~ll these 

varieties afgold are attributed inver,. .largemeasilre to 

hoarding by fearsome SWiss., whe) apparently beoame more 

nerv.ous 1nper1od under re.v1ew, s1noe' ,in . the preeed~g 

per1od,(~ebruary15~March 15) domestic demand for gold 

wa,s un1mportant ~ 


(c),frices 

':par1ng the period 'under review bar pr10es .remained 

unchanged at 4i~30 and. 4,960b1d a.ndasked. Pr~ces of· 


. eagles were shaded alJr.(ostim'pereept1bly, while those for 

Swiss pieces rema1nedlUlob.ailged. 


(3) FOREIGB LOAliS J 

G6rman Clearing. Imports' from Germany deoreased 

during .the pel'lOd under rey1ew, and the delay 1n payment 

out ot the' olearing to holders of Swiss exporter,s' el'&d1t 


bills 

* Page 3 of .Legation's "Eoonom1c .and F1nan~fal Develop~

ments" report of March 27~ 1942. 


" 
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$q;~m9m1c and:P1naneiaf' Developments" 
From Atne:rican.LegatioI1" 

. J3ern~ switzerland. 
-4­

merchandise to Europe after the war there would 'be inputfi'" 
cienttQnnage for suoh purpose. for a iong .period of time" 
and" finally, that by the time tonnage'would be available 
1;~ prioes tO1/' 8uch raw mate.rials would have de~lined to 
suchan ex.t~ht that the. lihole ventu,;-e .might prove an 
exorbitant wastage of;s,wiss capital, substance • 

. (a) ·\St~.cks 

liational Bank.. Betwe;n March 14 .and Alir1l 15 the 
National Biililf aqquired ~ net of 136 million frf;lllcs in gold" 
exolusively through fUrther .. conversion of bloe.ked dollars ; 
exchange at BewYork" the total value of which declined'by 
l3~ milli(m francs, as may be noted from, the follQwing. .. 
~able:' . 

liJational.Bank 
HOld£~S. . 

(mIl1ion+:rancs) 
lloreigri .excb.ange

End "of: Gold , . abroad'" .' . 
~ 

l)ecember; 1959 2~262 560 
J'uly,1940 
June 23, 1941 

·~,114 
2,292 

488 
1,,:504 ' 

May '14~ 1942 
April 15, 1942 

·3,,5Q6 
3,442 .... 

265 
126 

'* Dollars at New York 

The National Ba.nk'.s s1:;()Qkof gold~s .distributed as 
follows: 1) Of the some 5;,5'70 ,.000 ,OOG> .Swiss francs of 
gold and frozen do11al' assets carried ili.the Bank's ,balance 
sheet on March 51' only abo}lt 22 percent" or about 
785,000,000 francs, was iIi Switzerland; 2) about 17 per­
cent" or 620,000,OOOfrano,s'" was in England; and 3) about 
61 percent, or 2.,165,OO.G>,(!lOO francs, was in thE( l1nited 
States. At the end of March ·1942 the National.Bank..carried 
in its balance sheets .only 126 'mill;,!on francs of blocked 
dollar assets convertible in1;o gold • ,Ever since june 1940 
the percentage actually in Switzerland of the Bank's total 
gol.a (and dollar assets).· has va'Jj>.1ed constantly between 20 
and 50. Inasmucb as· the bank nmte circulat1onon JIarch 51 

. was about' 2,240,000,000 francs, the coverage by gold. in 
Swi1;zerland, alone was only 35 pepcerit, or less than the 
m1ni:mu,m (40 percent,) prescribed by law. . 

(b)Uoyements"' 

International. !rhe Swiss National Bank has made' 
aya1lable to the Br1tish Legation here about 15,000,000 
Swiss francs against t:h,e.ereation in the Bank of Oanada 
atOtt.awa ot a d~ppsit of an equivalent amoUnt '0.£ gold. 
Between mid-~arch and~id-April the Bank of France sold 
about. 5,000,000 Swiss francs of gold 'to the Swissliational 
Bank" D.uring. the same period the German Re1chsbartk sold 
about 20,000,000 SWiS8 tl'ancs of gold to the Swiss National 
Bank,dep0 81ting abou.,t half the proceeds thereof in the 
checking account of the Swedish Re1.chsbank with the Swiss 

National 

'.' 
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Economic and Pinancial Developments, 
"F;r:.. ,om·.AmerlC;uin...L~gation, . 
Bern, swi~Z~;r'laIid. 

Bandelssperrmarken. The,exchange rate of this mopey 
of restJ:'lQtea. use contlnlled very steady through April 10 
at. about 21 francs per 100 Reichsmarksj thereafter, however, 
thElre took place an appreciation in valu.e ,of ab,out, '1 per­
cent by April ,16. 

1939, 

,i'~,. ~July inclusive --
'Hi@, 

,16.81 
Sept~mbEn." 

.. : 

November,';;'February 
. 

15.62 

1940 

)lay 8.66 
pe*E:lmber 38.02 

1942 

January 15.78 

March 20.48 

4pr,il 16 22.50 


(b) B16~ed dollars ' 

The Duttweiler proj'eet*'to use blocked "financial" 
'dollarsHto purchatJeNortJ;a.~and South American raw 
material stocks tor POst-w~;r'delivery bas made sufficient 
progrElss to have acquired a name and BUDstan1?ial banking 
,interests. The project ca).ls for a cooperative socie'ty , 
to be named "Treuhand Genossenschaft' f'f1ioU'berseewaren" • 
Representat,ivea of three Qt, the largest Swiss banks will 
take part in the venture.·: There will also be arepre­
sentative 'in the Unite,d States, a certain Mr. Pischel'. 
The organization plans t,oreimbUrse the Swiss creditor, 
who yields to it his ":financial" dollars frozen in the 
United' states" with non-negotiable Swiss franc certificate,S. 

liationalBank authorities in Bern do not believe that 
the organization will inve,stin Amerioan raw materials any­
whez'e near the amount ;oalled for by the projectsubmi,tted 
a ye.ar ago to the Swis,s Government, viz., about 100 to 200 
ml11ipJ:l francs.***' The chief reasons for hesitanoy to , 
invest such a large 'sUm now are" s,aidto be I .first, the 
fear that the United States or another American govern­
mentm1gb.t. sequestrate the purchased raw materials, ,where­
upOn, great uncertainty WOuld prevail as to when'equivalent 
quantities might be released; second; the fear that, seques­
trated or not, whenever the Swiss might desire to ship the 

merchandise 

* Page 2 Legation's IiEconomic and ,Financial Developments" 
report of' March 2'1,1942~

** Pages I, and 2 Legation" s "EconomIc and Financial Develop­
ments" report of' OctOber 15, 1941. , . 

H* Page 2 of Legatlon's "Fortnightly Financial Report l1 of' 
- May 7, 1941. ' 
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j'. ' .. ' :-' " 

a;a:,.::1lar~ ,26 ~d 2!1, 1>804\1S8 b~~'.l1 ~oh 2f? ~<i.', . 

A,:pt~+ 9, lllCl:qs1v_, ~dO,llar. ra~er:8Jlla111ed q~~~e l1I~ble 

att~D8W ,aDd lower lev~l and t.he }lel,chsmax-krate 11ke­

iti'~erema1Pc;Ul Q.l+1te ~g1dbetw"~M~9il21 and J\pr~l13,

IIq.,ever,1i~r. ~1 have l>eell t,'llrtl..\e~ Ge~ 1n~e~en't1on 

~~'\.r ,APJ!1J.;,9~eo8.u~ut ,thendo]:lare starts(i do~ .1lg8:11l ' 

tc;l~.w,re~o~ lo'1r;Level e'~ whereas opi7 tourdaYslat~:r , , 

~e~ellmaar)u li.g&4n sprung ~1i~wardb1gller (b~t"bYDC) m.eans 

~~o9rd) l.vel$.tteyertbeless, 10oalbank1ng 011'01.s 

~e:tlev~'~t the Re~ohtmrark l10te ~ohed 011 Ap1'11'2Q its 

l:?-,1,;~fiJ;, poip':t, tor '~:Rl.'esent at leasfi; 1n. allY even1i" a 

lieaotlon,set 111 atterthat' date ,." " , . .
,'?\".\".<:',;':':'" ;" '~,'" " .... , '" ' " ~," ',' ~" ..' ",1ft. : 

.'< .so,:t~ as 1s knO\VQ'~h8r'e this 18 the flrst off1cial 
~~~'1~~e~n:t1on '~D1ihtt S.~sll·fo"1~. ~xo:tuin~~~l;,,1i . 
~;+P(;)",~"'l.."s1ia le~,~p, and 1ts o01nc~d,~ee W1". 1noe;p~ 
~!Q,;<?~(,Ij)~pal,p"~ll ~O., to .111stall. ~v~ ~n p.owe;"~ .t~ " 

,J!t:~::"'~"1.s,~er1i..~not,~J'Dlan· vl~tor;y·i haiJ.l101igOrl8 .W1'" . 
~~~;!~~~. h~~l,. ~lle tr~~1;1.o~s may v.8rt pr.o'baPfl:tlavEJ .b8(iJJ:1 ,'. 
~,~~~:Q:~!: :a,~I!~~g:n '~Q:9~a't;e '9Qn1'~de:noe 1rf,a. (J8rm~ ~~etol'J:, 
~~!~~,;:AA:i;t~a:p;4 ~~~J~,..ar1tquotl1t1Qns, ~:ntb,ell" JUl!~~' 

>, ,p 1p 't;~ to~lrC)~ table.,wolAd "a~l.y ~.n.d ,b:em.- ,
,;.,:"tQ .(J.e~ 'vlo~q"7' propag!lllda :"~ll.c:meand.: 1.11. ~hos. 
"fo,~~~\1s1~, b\1~ nO't;1n ~ p081tl()n t~l1ppra1_8~, ~r,:..' 
~p!i1!i~:" . , .. " . . , 

Fluctuations ot. Re.1ensmark , 
and. dollar bailkno·te exohange 

(Rates .in Sw1ssFranos) 
. , .~. 

-Marcb: , . 'Rm~ Dollars, (1etr'*Rm) . ','. ($l) 

2 32·.~a, 2.975 
3 3a~!25 3.00
'1 '. 3:f~25 2~98

12 ' ,32\875 2.995
15 ,32~:8'15 .2.90
18 3~~815 2.9421 ,34.3"5 2.9422 34,.3'15 2.8'7525 34:.3'15 2.8'15
24 34,';3'5 ' 2.80 


'26 N.3'1S 2.60

27 37.00 2.625 

,April 

9 2.625
10 ., 2.5'75 
,14 2.575.15 ' 2.525 ' ,20 '2.525, 

.. The supply Of dollar baDk n'otes now on the market in 
Sw1tze r.land1s sald to be very large, and, .for the gneater 
part. to have been inSw1as, and even Franch, handa even 
beto!'e thedebaole in .france nearly two years ago. '!here 
has bee.nsQIlle recent de~a,Jld tor dollar note/i> from Italy, 
on, private party here having recently purchased at' least 
100,(;)00 Sw1sa francs worth tor, sh1pment to Italy. ' , ' , 

Handels sptarrmarken 
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.Str1otlY>Cont1dent18l. .. 

(l)FOBEIGH~EXCWGE
'. .'. ·h;)'General ,.' 

Bank >nOtes~····.:~e .tollortns· ta'J:)le111ust;rates ~ 
Jp,~y.~ents1n 8=!tohang8 rates of bank'nates of the prin.-.
c1pal.currenc1es since tabulation was started. on Febru­
ary 28 1941:,... .' . 

NOminal rate:.1nSw1ssfl"ancs for 
notes ot-:l¥:$8:denominat'1ons 

];,yon Berlin New 'fork 
(lOOfrs.) (lO() Rm) '(fi.00) 

Feb•.28 U.70· 8..00 2.775 .60.6 ?.,Mar~21 12.65 7;55,· :5 so 1)4.6
Apr. 29 12.'176 7.426 3:57;J; 61.,@ 4.22 
May S 13,126 6.926 3.625 60 •. 4 25.5 
July 2' 10.. 30 6.676 3.15,-, 52.0 4:52, 
S~pt.12 8.30 8.576 2.675 42.5 3~95 
ect~3 6.86 8.16 2.575 30.0 . 4.. 07(; 

.~ 

Jan. 22 6.1Q· 6,90 1,726 33.25 2.95 
Mar. 2 6.626 6.76 2.0'15 32.25 2 975 
Apr.lS·· . 6.05' 5,976 .., 1.90 '42.26 . 2:65' 

The exchange rate of dolla±-notee has bee~ depressedl.)y 
~.ecent.Br1t1sh and'Un1tedStates regulations, rest,r1c.t1ng 
th~~r ~.ransportat1on through British possessions and 1JiJ.-" 
portation'j"ntothe Unlte~ ie;ate s; mo~over, the,.· had to 
unde;-gos()ineselling l>res,.ure from German sourc$;s.It 1s 
kIlOWJj. t~ttwoaw.is's banks reoe1ved not. long agaordere
fromB.fitr;t,1.n' to sell dOll$- notes and with the pro,ceeds ta 
'tl111:Rf3i'ollsma;rknotes. 'Thequanti~lof .dollarsthus sold 
~s· de'scribed here as "sever$l hundred thol,lsand trancs 
wdi1ih)'J. or,. at ther~tes~ofexchange at whi.ch prooabll
,so*,d, asum~ot exoeed1ll§ . lOll, 000 ,dollars.. ' It .i~. sa1:d 
~ere. that~these dollars: m1gll:t have been .collected' by. tlle 
~er,man'authorities f~m the t1ne reoently extractedf,rom
French Jews· '. . .... ,..' . .. 

'fheRe10hsmark~Sw18B .franc exohange rate,. wblch 
sl,l)ceat least early. December 1941 had enjoyed along
per10d of stab1lity 'atabaut32 franCS per 10.0 Relchs~ . 
mapks, .. eommenoedon March 9a slow appreoiat10n, last1I,lg
unt1l Ma~~h21, by which, time 1thad ga1nedabollt'l pe:t"()~nt
in vBlue. The dolla:r--SWlssfrano exchange rate, which . 
s1noe m1d-January fuidalso been very stab+.e at about 3 
francs per a.c,llar,oommenoed to drop· slOWly after March 13, 
but more r,ap1dly aft~r March21.1'le1.:therthe Re1ohsmllrk' 
rise nor the dollar dropassum.eds~glllt1C1illt proport1ons,·
however, until .March 26, when th~ q.pl:lar, droppedsba1'J)ly
(7 peroent 1lione day,), and Mar'oh21, .when the Rei'cliamark 
rose shB.rply (nearly8pe;-cent. 1D\(;)nea.ay). It 1isqul,t~ 
prabable thatt~ maJorport1.():n ()fl,l:tl~a:#oremellt1()1lIid 
dollar and ,Reit,)llsmark bank not~':t~tnsact+ons ~or til.e 
account of Berlm taok..pla.ce pr10,r'iitoand on .the two 

days· 
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.•~':;~~~~~~'~';,~',:;.~~;.~. 
, 1.:\" ~. 

.... 3 -' 
remova1 of. tlthlpq), ~ preaaure to a.~~. tJl.e paft .~. 
become • .great '\hat one. 4a7 the .~. dir.ectomte will have 
to ·Hleu. ttbe O'~~cial b~"~'af'rGilltlt_1r'.e~nt. to . 
mainta1B. t.he ~4 n:te. At. euc.tb. time. he forecast.., a . .. 
r~te of poea:1bly .3.50 th.ne.s p~,~ dQll~, if.: net. l.owar" weulAl 
have t0beevisaged (~ cct.es are alIreruiy about. .L9(). 
i!e%iia~$t!.on~ .wh1i·tb~~t.he tlrdtAN Su.t.e1& wouU .f1n4 ito to -ita 
interesttehave $u.eha erop '1rvthe d(tl.lar JI'~;t.,w1th au 
tbe 9rop~~aU$Ji ~. T:'hlc:il .t.h~. 'G$i!>~W1S .pW,d. put. it. .(~ swtea 
l~sG eoAf1d.ence in; ioiollarll , etc.). AaOtJ:uu' f'lilIc'\Or 1n tho 
s1t'IiI&'tJ.el1 1sthC/i e~t'ent. e.mapa.i.gD 'ot~ ,thG.~t.tft11aF ptu.\I.~ 
taction to r.~r13e .tb.G Sw1. ~~nc,· at. leas,. 1n ~t; 1D. 
f):Nler tG mcr8U& '1y PW8P forpurchas1n.'l t'oni.gn ....,.. _­
'Wria;la llWA tJaenb, ~ue. t.he ~o.t 0'£ llving.in $w1t,;~er1as4. 
'I'he two i.n1oe-rest. poq,s mi~b.t. unitfi/ m-& brin)jJ 1rred$ti~)1.• 

. p%!'e:8$'Q,J*efol"~ov\l:l o,t the- .p.g. . . 

. ,Astor 'tu 1'\\"fual. Q.'ff "tohs ~8$ to accept. c:~llM'i$tor 


,~xp~rtl~es iJleUn'tld. in l"G~I"ecs... g:o.t.il':"'.•g. f~I1\~rtcari L;iLteriif~ta.!.* the 

!"aT.1Gllal li!anl( ."ated t.a&t. ;!Il~~h ll. ,Jt.tild ·'W'&:a also 1;'l,••,D ~t.. 

to et!tte"lfj.o~ to ~'wis.ipaJf.'~holsgy. !:rheSwi$9.peQJi}~et so it. 

isnw.-tntatnecS,. 110\116, nev~l" iiUl<:1-1!1'.\<>\ii tt!!fJ.G.'Why the l\'f'a,tional.eank 

could accept bleckl!),luQllr-i1"lilf!Ql/. franca tf) Of! u.®ed 1n main­

'taia1ng indigent.. ,,~meI'ieana in w!.\i.tely $ee,tt.ered puu of t.b.e 

w~H'ld, W:ben it et.:.H.tJ_d;:'l'~'t f!nd.i..tposaible t~ a.ceapt.th. s.:n4 

.prov14e 4 • .,ltl per d<il..ls;jj1' to i·!:i.d.!~ent ;~~~:1..as 1n Swlt.a.erl.ool6.. 


. -.l . 

THre are ot.her t~e:5tionst Yih1cll., it ti\it. he.11.alet!l ,are- . 
f\IlIYi 4l0'tAld, aeetlt;f'dir~ to tJ..~i!l. Iqa:tion~~l~~;nkauthorit.ie.a, 
p1"'Gd">J.ce e.oasifttareble iUt'"ling t...oward t.he l!fni'tied5it.~W8. 
I'f'ftif· ':~1.1ee-tl<11l'l$ ue ~£fe.r of el..ek.~d· gol.dtoi blo:eke+i.., Portu­
guese atockn M.t! bl\?e,lfe4 doU~to blocked $,ya::n1sh sa«outs.. 
Th~se Mi.ttttra baVt\t h~ei'l r,.'iiSC'l'Ws.,:d, byue :b.ga~t.ifJr. ~ from t.ae 
'to tim-e,in this serIes of pe1"1odtcal r.epo,rt~. an.d tn· a 
series.of tel.egramei ~dd:eSl~ate'ne$, t.he .lr:tt.s&t {til' 1>"hicn18 
6~'1~tly e~:llrid.nU~t~l&gl"~~ fi<n. 167 of' January 1'. 1941. 

Aa fot'. 'the tran<iif'er f}f lO,G00k11G~'J"am:$ of ~ltJ:. :£'nm 
ille Sw1/Js 'to the Por~.le-.5" e·~(!:ke43wakJiI. Gil. l\e:w lfork, 
(which, ~14eatallT, woUld &1'1.~1sf'y .ao!'at'wlh.atl';;$s t:haft 50 per 
cent of the taul ~w1ssoblll$<1t:i.on toPorlwrdl) 'the BeHl 
D1rector ot:' the ~ati'oHal 'i!J~ak. ~xhillit.ed. a te.legl'"i?Jn fl'f1m ''Sr. 
;$·aut.1er, t.'het>lank'S !faw Yor,k "~aen'La't.1ve, wao declared 
that. the Treasl:.l\l"y .1jepf:tl"t.!lu,tnthad. Just. re.f'u$~4 to allnetlon. 'the 
tl";,)u:f'e.r t n~leg1ng tl;;.a.t Snas ~i\U~iks i;l,'];,d graNted CNdits t.o 
(;r-erm.aa;y where:by th~ la1;.Uarhad been a.'tile to OQ'ta.1n.ec:uS.oa to 
pay tor esaential plN.')v1siellS. Dr. }lQSSY,. the r.&nk fa'~ern 
1)1reet.Ql', W1iJl,~ mo.t t'mpaatie 111 J.0n;y1a~ .illt.egQmeal.l;¥ .~'t 
t.he~"wi$$ Uat1enal Dal'U; laad sm.. bOl.(t (~n cradi.t or otllerW1se) 
enudas t.o t.b.~ :Ji:iid.eh.ao'5.::'!lt o.t' any ot.!.....el:" ae~~. 1'Ur'thar, 
'thatt.lle ot.lil.Q;J' Swi~s bal'Jk3 bad tlv61"provide4 credit faoilities 
toa G&~ enttrpl'ise e!.".ia!;11i..,g i 1;, t.heraby tG o'btain. Gscwieull. 
Tl'ii'G ot:b.erbaan.lcs had, .ti.n4ae4, as. alrea::'~ycie$Cl"ibM on PaFte 1 
of' 't.h,~ Lega'L1on's ~e~n:lomie aue p.'~nc1al ilapwt ~f A~"Uat. 21) 

194:1.r. 
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'Ieoa&ifd~ 04. '~1~ 1)evlilo~nt.ii. 
Vftm ~rlC&~ I.egatta, 
»eJm.t S1lr.luU-lailli1. . 

-4­ . 
1,.1,. acce,to4 golQ tftm~ft~1.· Q.Pl~lui!lt :a.ellv'fn"1 o.f.$W~N, 
aped_tal, lAs1t1laat.. e~.1i!l:1. ~ao'iGnt GUO. ttl. 
e:acru40a wu. ObtiG.1nta.4 b;; 4-ellVli1i'¥ to PC1"tAAiu. fro_ .1J'1Ci!W.l$a 
bAtiks' F1Y'at.G .to~ of' ~.ld.. . 'f'UUlOut o:t &8~Udo. 40 
PVCA~8e4 clW!'tai 1941 ifJU ·eat.iJia1r~ by the )la'UoMl ·Ballk. at. 
a ftF¥ roqhtl\~ ,'t 'O,OilX),;OIC tpanc:f>. '1l$u, ~.e4 it 
~~ S'f44a l.e4~ t1~a :_r :rt{r.~t.ler bild PNt.,"td o~appea1e4 
tllLe 4.eeia1on, In'. ioaq'. ~t4 tbat.timiat.eZ" la~cm4_.. 
$aaU•• _4 'beeup14ilfl.M' U!. an"'~~fia,pa4d.t.1o'D .tna 
.f1l~ tG aoio ~r ~.\l).. _~:t4r'~ ~eth. 'l~W7 
ne~_tt ~1 wnt;e1.a1'1/iK~1n~t ~.1!"4B11a.la" ita auqa-'
t,10.. t-mat. SviU. ~ "ha4 ~W4 enU" f'ac111Uea. iUla'b:U.. 
~ toe, -Ob'WD .aeud<lS', bIl4 p"acti(l~ a1':ii,fJ'~'!'~t4 'Qt_ as 

. Uar&. ao.t\U:~ Dlu ~7 tel" ~17. 

Dr-. lltOae.v aeD bJ.ololgat. .,. ,lie ~ter of· the $w!•• lou.· 
or lOe1U1-on&inu~ '\0 3pa1ctund~ Q 6gre.•_lIt ~e'b7 
th~ la~~r UObUlate4 'too ropa1fill\l)y p"v1tini'~~ 
ut'ldd"l1.G&~~•..fo.F~m~rt ttf ';'~~1$$ .e~4a.· 
b'G\wea .lJ.ar~1l aM f~"'rPi:;.i;ji . Atd-~..tf!y ;repo1l'\e4 te1e~­
oallJ', "iN a.ilia itaUei$lt;~J$~ t~W~i~ti ti\\wi,ngMovemM'r,'w 
~. T"~~"w~i&~n t"o:ll',emla:eioD 'to \rar.af~ 1 mnUo. 
dolllU"'Il.~rt:\~,.. to ~. ;t;;~~i~ r~~.·" bltiiqk(j! fil/illlu balao... 
e:t lie. '! .... '. ''1h~t'a., _ ~H1al_ ...tt&_·~e", .br the 
'l're~~ti.:p~@~'f t'mS. :1~ "~_G~\~"'.~tiV.t1~lf '_ .&1­
~tblltl'int.Ml·~ jJUlt. he bu be_ stv. w ~~ 
that. ths ,om11. "t.U ~otb. p~'.C1. .h.uk. _:tt.ve _rae 
·to.. the Sew1••, \b.SpB:tll.(~"_..iUJ!it 11} t.bHa'-:i.nI t.o . 
t.«l:r..m.na\e \.he .ngeu_t. ~t.U.a.tAl.:fl f .~ .l~l'cm. ~l.l.u'. 
are llG~ wne4 over' til· .1t-a\ OMe 18 ~"·T9ft. ~_at.­
lYt ~ ~'ll1Al$ J!,lGp~\..Of p~U~. ~ 1••q "IT~_. 
})"aua.1d.~l a" .~.$~8h ""0$1$ .~ tM $~' 
provie1onlni Mu1.Gbetik.it'A t.is~a aH ~.. Wli4, t.o a. ~ 
4~et ~Q." U!"e$ $'~, 3'fG'if "f.Ql"k,· ~Qt. .,t4'.$"'~ Of ttl. 
'~~ii1" !"fH."t,G t.b"·u~lh 'WA'al&, ~\I1d 4lil't'~waJ..1r lape4. the, 
.~,~ of ~ti\l$lt!'l.;;n~. <i'l!$,ti~. eBlI'et'l'Mal i~o~~f& f$4. .QW 
!7mt8J"1~. . :. '. 	 ., ,.:. .: .' ' . 

~ 	 j '. 

Al.tbo~h twJ!~w1&~ ~'~1~1A .hI. lras~ aml.*tt~ 

~ ~HIl_t...tlve a1. fiilW ltlr£ 81'$ s~ tlI.lf& '"t~ stoep. 

to acq....t. .l:Jr ~,;i4U~lrl\:le. wJ.~Wr.i:!r;id.a$ ~i.t;flciil:~.iit tJie . 


.	~1:re0""'~ of \h.fl ~,(;,rtle<-m';$l~~,~t 1~.n ~skffi1 .a,.it'icallt . 

tbJ!li.\, 1.:.~. Leealtltu~ i'~j!'OJtt.iS•.. 'tl'l;;l~ijit:Wii:~iw ..~ ~. ~eat., 

t~tit~ 'tf>e ~a\li a%,·;.'U;o~1tlu :$1'. tat. ,ttilR ~ 'n~ 


.. 	 P,4:P(tl"'l.~ler~.~ ";0 rol,~CI. fi~' t\wtf.l,"'~.'t,,'Utt,/~~.r ._'t'Ollo",~. 
: 	~~t\l&t.. wt.t"~.t~ tlUl 1 tilUn ¥.10~~ ~UaJi'•.(~1&1.. 
l:af~ ht.Vas Jd' "~a... to', pemit. ··,~.. tl'l\_~.F of bl.oek.1iiC1 
,014 to ».,.~. AOl;()ua\h aj. '~.' t~v: Sipn1s'!! 1..0 .ene.&! 
thll ....." .. ~1.. ae.co_t" the "fVl~.vhct,,!eA h 

. ~wlu.r1a4.. 	 • *f 
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Switzerland would be very considerable and not at all. 
.favorable u, the un1.ted states. 

In the above conneetio~lt .1t-8Aould be stated that ' 

the swiss have g1ven no publla!'tywhatever as yet to the 


. Tl"EU'~liIury Department' ~., refusal ,+..0 s<\lElct1on t,l1e,trans~er. of 
the 10,000 kUogramS' or gold; and IlOne bas .ljeengiven yet' 
to the &mger hoveri.'ng over the Swiss provisioning route 
,between Lisbon an~ Genoa.. , ·There isa'beolutely- noreaaon 
to believe tbat the &'\n.ss are consciooly,aeekln.g to use 

"these incidents as a.:me.ans oft destrpy1ng' tbe very great 
goo4w1ll now enJ~Y'ed~by the United states amongtlle Swias 
ma&sea 1 on the cont.rary, evel"yt.hing, thatCf:Ul be done 
officially in a quie:t. way, 1s being dotietoinl:wease it. 
Nevertheless, Q serio_us interruption of the provisioning 
route would have to be expla1n.ed to the popula:t.l4)•. tm.d it 
would be pOlltically, nec~.8sary for theSwia£it author1Uea 
to. place publicly the blam~. ~s would be even more the 
case, since t.heDuttwe~ler "group. has alreadyex.peade4 
eonsi~able ent,1c1am . C\)n 'the Govermnent.· a various pro­

. vision1ng schemes, as well as, as has alrea(ly beta exp1ain- . 
. ed,•• , having sponaol'84 a campaign for revalOrization of the 
Swls, franc. .. 

{til $tocks. 
. . 

. . Bet.ween. Deeember,l5 and. January: 1 t.beNat.lonal. :sank. 
acquired en add1t10nal 79m1111on trancs o·of gol.d, t.he 
great.er part of which 'wascovered'by the sale of its dollar 
asset.s at New York, ~8 may be noted tr.om the following
table: ' 

End ot 
Dectmlbe~, 1919 
Jul~ ltl40

,,' .7 .
June 2~.,J,.1941 . 
December 1.5, 1941 
JaJJ.lJI!O:7 1t 1,41 

, (b) 1\Iove.m.enta. 
" . ' 

, Domestic, Between January; and 12 the National. Bank: 
lost, ina new wa,;,e of lloard1ng,abOut l.O million hanes of 

Sw1Iis 
. . 

·Legati4)n'sd~spatch No. 19120'£ December '18, 1941, and 
tbe previous. . . 

•• Page.3 ofth±s repot"t.. . 
•••. Legal coverage and exclusively dol:~a. 
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Eon,ale a~ ~ol.1t)O"10»_..t.~ ',' ' 

ha Amel"l'ca. ·.:Leaai;'on, . 

:~iel'11 it l_tarl_l. 


wMoll: . wUl!'1f4" ....1nClNatsGtl1~ver ~1i'I.'!Il\'17 l;e ti·heott.".. ,~h.iOJTftl_ will 'b. at '-1/4, pe1i_.,andClle .. 
paper wU.lrua.12: year*,. , l4e:1rw.~wd ,p,fiI.''?r.()ft.~.iit~~ , 
(U;mveHUm will 'be' tn~e4 190 tor lC10~·qf.t~~'G1ih& ne.­
pape1". ,Olllo"purohfuIJ8I'S. o'f tJ;ts" d!J.GW p;q,'" mu.~' ,P8.J' , 
100.10 ~8.:pe1' 100 h8.~ ~1t~ n.w:p~. Xt 1.ex~ 
'peo~.4 tn,I8M QAt 0"~\l1',10 ""tI~~,' 'tn, tu 'ruaw,'P,,"~ 
will he tHi5;eCl a$llhiat _'tv 1:",8;0,*. ~.;~h.· " 
'tn8:&1.lJ:7 will .ob1;.lD olll)r. about120'¥41l;.1. ,lJ-8Q08 

••"mone,',; ,ii6#g"1~P,'•. i~ •i,a, 0,'ttlO:ul:,.'~e.t"e4"., .tJlit,;' "',oje,tl1e~ 
with 0tluu." '\'IIute t tb._~QU1'7 '11111 )3.Qt ,uea.' .....'~ 
'qun ,bor-f)~ alltoat ApJJ'U D. . .' . 

.~lng,' 'hGpa&t'gcve~al M(lk~' there __ biltcm.8 , 
r.s11&ht:t1ghtenlna, ot the moae1 'meu'k&t,·.Si1a.~,tt f\~' ~.h 
hrut 'b$fJ!l$uake4 tllerotl"om. by last alit'Wll'Q.'s' ~*St.lrr.:; :1••• 
ha."f0DOt. 1'Ot.11 flowed' 'baelt,. h~~BJ;. ,i...~a,~a.'"~a\lt!7 
4$f)lde4 'tllat ,it WGuldl'l:Dt c,Q"en.t~a~.llt.r .'l'If.••8noy'b'7 . 

'aooeptlDI aubscl."ipt ioneto the n.Ow 10. ,111 f.ut"a$o't400 
million tnnoe. ' , 

, . 

ftle Do,. 81$1
&a/n,r; , 
f.)r1alt1al Q4$1;a: top!e. tQUle '1l&lU:t~".~.' , 

Copy forth. Dlvl.Ql1of amam.rola,l.Attal"s. 

C~P7 ' to_ncan e.suu,t~! e_.ru t Z:\U'loh. ' 
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.IN REPL.Y REFER TO 

FILE NO. 851.6 /' 
- .......,:;.;.;;;.~Of~·h-,.----,~;i.i-~:'AitS 


OF AtltEklliAFOREIGN SERVICE 

OF THE 

91942 0 STATES OF AMERICA 

BERN 
AMfi::RICAN, CONSULATE GENERAL 

ZUrich,January 8;1942'. 

Confidential 	 ,', . ' 

Dear 	Mr. Huddle: 

I beg to refer to m1 confidential letter of December 
31, 1941, concerning the complaint of the Swiss,National i 

..Bank as to its inability,to make use of {i portion of its \,/1 

blocked funds in the United States for purchasing food­
"stuffs and raw materials.' As you will'recall, I reported 
to you then that President Weber stated that he would make, 
a brief report in writing'concerning the matter to this 
Consulate General which would be submitted to the Legation. 

As over a week has elapsed 'since the interview of, ',r-:­
Consul Altaffer with President Weber, he telephoned today
and asked him whether he intended to submit the report
referred to or whether in the meantime the matter had 
been settled to the satisfaction of the National Bank. 
He replied that shortly. after' the interview the National' 
Bank had received a definite~refusal of its application
for ,funds from the state Depirtment in Washington and 
he added that the application had been renewed before 
another Departrnent of our Government, :prob4bly ,the" ' 
Treasury Department. He st~ted that he was conferring
with the Directors of the baBk and that he would 

. communicate wi ththis offi:oe "again on, JaiJ.uary 10. 
I shall not fail, therefore', to.' advise you of the 
nature of this report wherf i~ is received. 

Sincerely yours, 

James B •. Stewart 
Americ~n Oonsul General 

J. 	Klahr Huddle, Esquire,., 
. Oharge d'Affaires a. i. , 

American 	Legation, " 
Bern. 

: \ 
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IN REPL.Y REFER TO 
lWl\iH.iti Df 1. ' , ;;1.\ ;~ lAir.: '3 

Of A(V~t~~i~~\ 

DEPARTMENT OF STATE 

.' I 

AMERICAN CONSULATE GENERAL 

ZUrich, Switzerland,January 14, 1942. 
" . 

~\ 
~f""":;"'::

l/ ~)-.~ 

Dear 	Mr. Huddle: 

I ,refer to my letter ,of January'S, 1942, concern­
ing the complaint of the Swiss National Banle as to its 
inability to make use of a portion of :Lts blocked 
funds in the United .States for purchasing foodstuffs and 
raw materials, and in thl's connection beg to enclose a 
translation of alet,ter dated January 13 received from 

~ .President Weber of the National Bank ,d escribing the 
situation of the National Bank in this,regard., You 
will note that President Weber states that: 

"As in certain circumstances such'divergencies 
can not remain without influence on the handling , 
of our future foreign currency policy with regard 
to dollars, we may hav~ to exercise reserve in the 
further acc~~ulation of American currency, gold 
and dollars, whi ch for:; S"vi s s circumstanc es are 

,considerable, and unde'r which also fall other 
Swiss investments by the public •••••• " 

Mr. Vieber informed Coii"sul Al tatfer on the occasion 
of their recent ,conversat!ibn that'up until recently the 
National Bank was receiviij.g· dollars at, the rate of 
about 50,000 dollars a day. The Bank ~s accepting
these dollars largely out of consideration for ,the 
United States and .American interests, ih the hope that, 
switzerland would receive'considerate treatment in the 
unblocking of Swiss funds in the United states from 
time to time as they were required for food and raw 
materials. He explained that up to the present time 

J. Klahr Huddle,Esquire;
Charge 	d'Affaires a. i., 


American Legation, Be,rn. 


t, 
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the Bank had not been aple to secure 'the release of 
any fUnds despite almost daily re:presentation on the 
part of the Swiss Minister in Washington and the 
special repr'esentative ot the Swiss National Bank iIi 
New York andWashingtoil,',M. Gautier', both before the 
State and Treasury Depare.ments. Ire pOinted out that 
the National Bank, in v~ew of this situation: could 
not continue indefinl tel:; to accept, the ,dollar checks 
proferred by legitimate :in.terest$in this country,
much as it,would like tQ do so. 

I am informed that the National Bank is at present
refusing to negotiate :United States Tr~asury checks " 
and will only accept them for co~lection. It will be 
recalled in this respect that in the latter part of 
Decel1lb!9r the Bank likewise', caused some difficul:ty in 
cashing our official drafts' and this difficulty was 
only overcome aft~rthi~ Consulate General had inter-· 
vened and requested that funds be made available for 
our various offices in Switzerland. At that time 
President Weber intimated privately to a member of 
the staff that hereafter our drafts and checks could 
not be negotiated under the circumstances unless our 
Government shipped gqld to Switzerland in the counter 
value; 'I mention this merely to show you that unless 
something is, done ,to allevi~te the situation we may
experience difficulty within the near future in' obtain­
ing funds for our official establishments in Switzerland. 

Sincerely Y91Jrs,,. , ... 

James B.,stewart 
:~ericanConsul General, , 

Enclosure: 

Translation of letter of January 13, 

1942" from 'President Weber of the,

National' Bank. ' 

"\ 
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, Translation of letter from the Swiss Nati'onal Bank. 

January :13, 1942. 

. 'American Consulate Gener~l, 

Ziirich~ 


AttentionCbnsul Altaffer 

We refer to ,your, conversation of ,December 31, 1941 
with our President, E. Weber, on which occasion thedif­
ficulties confronting us ,in the use of ,our dollar assets 
in the United' States, ,and also with regarq. to a transac-' 
tion involving gold with the Portuguese ItNo1;;enbanktt , 

debited to our American gold depot, were pointed out to 
you. 

, " 

As in certain circlL"llstances such divergencies can not 
remain without influence on the handling of our future 
foreign cu,rrency policy .wi tho regard to dollars, ~Je may
Jlaveto exercise reserve in~the further accumulation of 
American currency~ gold and.;:o.oJ,.lars, which for Swiss cir­
cumstances are considerable~ and under which also, fall, 
other Swiss investments by the public, we are pleased, 
as suggested by you,to describe in more detail the dif-' 
ficulties already mentione~. 

_.1,~ \ -"','. " 
As you are no doubt aware, Switzerland and Spain

have an agreement regulating pa~nent for the shuttle ' 
service between Lisbon arrd Genoa for Swiss' imports' and 
exports. In accordance with this agreement'thegoods 
are shipped on Spanish fteighters to those two ports. 
In each case the transportation costs falling to the 
debit of the Swiss Government are, according to the 
treaty, credited oli call in round numbers in dollars 
to the Spanish IINoteninstitut". . Since the beginning qf 
November our payIDentorders on th'e' following American 
banks, in compliance with the agr~ement mentioned, have 
not been executed: 

"'" 
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, Order of 

$ 250,000 on the National City Bank of 
, New York ••• ';' t ..•....•..•.• " ..•••• Nov. 7, 1941 

$' 750,000 'on Manufacture~s Trust Co., 
New York, , ••• '. ••••• , •••• ;. , • _•••••• Nov. 7, 1941 

il,ooo,ooo, do,.·· ' do. ' Nov.24, 1941 
do. do. Dec. 2, 1941$1:000:000

_3.000.000 

that is to say, the creditor, the Instituto Espanol de 
, Moneda Extranjera, Madrid, has, up to date, received no 
credit advice. 

'While former paym.ents, ;also wi thin the period of 
the declaration of the Aruerican' embargo, in the amount of 
$1,500,000 were executed with a few days delay, we are 
much concerned that the application for payment of the 
above amount, according to the latest information, has 
not been granted, whereby the fulfillment of our treaty
'obligations for purely Swiss interests in spite of 

"General License 50" J;l.as beef made impossible. 


The second item concern~ a gold transaction with 
the Banco de Portugal, Lisb~n. The latter would be 
agreeable to, ,take ,over ana,rnount of fine gold of approxi­
mately 10,000 kilograms f~o~,us in New York from our New 
York gold depot. ' 

This transaction can be justified by us' on the 
ground that since the middle of, 1941 until the end of the, 
year, EscudcL,purchases i~' the amount of approximately 90 
million francs (the equiv'al~nt, of roughly 510 million 
Escudos) have taken plac~ in payment of imports, freight, 
port charges,' and other incidentals for purely Swiss in­
terests. This application was refused by the appropriate
American authorities. 

You will see from these facts that the obstacles to 
the use of our lunerican c'redits have occasioned quite ex­
tra.:ordinary difficulties. ' 

212'484 
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It is quite unnecessary toa.·s~ure,you, most 
honored Consul, that 'we 9,.hall be extremely grateful to 
you for any assistance wh~ch you may. be able to give 
us. .' 

: 'l. ' 
Yours most respectfully, 

svass NATIONAL BANK 

(SGD) E. VVEBER SCHAEFER 

'" 

"l, 
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Date: ,1anuary 14, 9 p.m.,. 1942. 

No.: . , 141 

Code: Chargs;ld to: 

.PAR.4.PHRASE 
:: 

3UBJECT: Unb1ock:i;g 'of Swiss funds 

0000 

TRIPLE PRIORITY. " 

Reference to Depar.tment's No. 358 ·of December 20. 
and previous. 

The L~gation has today been informed by the Director 
.of the Swiss National Bank that.the Spanish Government 
threatens immediately to cancel the Swiss-Spanish agr,ee­
ment'under which sea tonnage is supplied by Spain f'or 
the. transnortation of Swiss merchandise between Lisbon 
and .Genoa", unless ;~3":mi lion of the $10-million credit 
which was granted by oain to Switzerland (see page 1 
of' the Le$ation'~ Econo~lc aw Finan~ia Renort of 
November 0, 1941) isirr1riediately mFl.d~ avai1abl~ to 
the Spanish Bank by t.he .. Swiss Na tio,nal I3ank. In November 
last the latter request,ed a permit f'or the transfer of· 
that amount f'romits.il;:lod:ed aceounts at New York to Ui'e . 1::';. 
Spanish Bank's blocked. ':3ccounts at New York, but hds been 
in\formeo from the Unl ted States that this permit will 

.probably.be.refused ~y the TreasurY' Department. 

ConsiderablE; worry. is felt, by the Swiss Department of' 
Public -Scon'omy f'or t;he reason that any further delay 
and/or the Treasury ''Oepartment's refusal to grant a per­
mit will cause Spain to make good its threat and thereby 
·seriously interfere with Switzerlarid's.f'urther provision­
ing. The Legation has been requested by Director Rossy 
to report to the Department that favorable action by our. 
Treasury Depar:tmentis considered by the Swiss authorities 
as a very urgent need. Further, the Director stated that, 
were the Spanisl'l to withdraw their ships from provisioning 
Switzerland because the T:,easury Department ref'used'to 
sanction the dollar transfer,.Swiss popular reaction would 
be considerable and would o~ly reoc:t unfavorably for the 

United States, particularly inasmuch as the Treasury 

Department •• 

... 
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had only just recently withheld granting a' permit for 

the transfer of 10,000 kilograms of gold to the Portuguese 

blocked accounts at N"e;N York from the Swiss blocked ac­

counts at New York in settlement for Drovi~ions essential 

for Switzerla.nd. Wonder has been expressed by the Swiss 

aut:10ri ties that the Uni tedSt!llU:ls not only tolerates but 

encourages Swiss purchases iri th~ United States of food 

and other raw materia:is, that 'Sw~ss purchases in Portugal 

are encouraged by the :British, and that the latter grant 

land and navicert~ for tryeir transportation to' Svd tzerland, 

and that the United; jtates then decline to make the IDBans 

of payment available~ '" 


The Legation has~been t6ld by the Director of the 

l!:ari time Section of, the 'flar Transport Service. that 

Switzerland's ability to provision itself to the extent 

otherwise contemplate9 by American and British policy 

would be seriously impeded through the'cancellation of 

the agreement with Spain, w]:;ich calls for the placing 


. by Spain at Switzerland ',s disposal of 50,000 tons of 
shippi monthly, almost exclusively for the Lisbon-Genoa 
shuttle service; for the 3uenos Aires and New York service 
a very small fraction is used. Spanish ships carry 55% 
of the total shuttle service, whereas Swiss ships chiefly' 
carry the remainder. Transportation from Lisbon to 
Switzerland by sea to Genoa totals about ,90%, and that 
passing overland amounts,to the other 10%. 

With reference to th-e reasons for its refusal to sanc­
tion the afore.;,.menti6neCf' g'old transfer at New York put for­
'Nard by the Treasury Department, the i'Ja tional Bank's Bern 
Director categorically d'enied, to the Legation that the " 
National Bank had ever,Creoeot ever) accorded any credit' 
facili ties to GermanY.(l,vlFich would enable it.:t9 procure 
escudos and that the oHler Swiss banks had ever participated 
in a sirrdlar' manner in any similar crperation; furthermore., 
he stated t:1at Swiss. 'banks, apart fr'orrr the IJ-stional, had, 
irideed, made sales of escudos to the German Reichsbank, but 
strictly against Germ:~nyt s receipt of gold (see page 7 of 
the Lega.tion' s Finonc'ie,l and Economic Report, dated August 
21st, ,1941), arid that these escudos were obtained by them 
through, the shipment to Lisoon of their own gold. It 
was estimated by the .Director of the National Bank that s~ch 
purchases of escudosmighthnve totaled as much as 50-million 
francs for the entire year 1941. ' . 

It is' unders tood' by t11e Legation that the Swis:: Le,.-ra­
, tion have made reoresentations on this subject, and that 
. similar representations have also been made by the Swiss 
National Bank .in New York City.

'\ 

HUDDLE 
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IN REPLY REtFER TO 

FIL.E: NO, 851.6 i. 

THE FOREIGN.5ERVICE 


OF THE 


UNITED STATES OF AMERICA 


Ziirich, ~wi tzerlanli{ January 15, 1942. 
Jt\N 1 6 ~942 

"--___E~Rr; _J.
Huddle: ). 

Referring'to the s~cond paragraph of.my confi­
dential letter of January 14, 1942, concerning Swiss 
blocked funds in the United States and the effect 
this was having on the ,negotiation of Affier~can drafts 

.and checks·in Switzerland, I fear that'I'did not make 
it sufficiently clear with regard to the accumulation 
up to the present of Swiss fup.ds in the United States. 
As was pointed out in my letter, until'recently'the
Swiss National Bank was receiving American money at 
the rate of about $50,000 a day. This represented 
drafts and, checks for legitimate transactions under, 
the so- called Gentleman's .Agreement between the. 
National Bank and Swiss commercial banks. Under the 
existing arrangement the Bank was unable to dispose 
of this money since it automatically went into the 
blocked acc01Lnt with the Urti ted States Federal Reserve. 
I have had frequent conversations'with Dr. Bachmann, 
the President of the Board.:'of Directors, and also with 
President Weber of the National Bank~ and they assured 
me that they were'adhering,to this one-sided arrange­
ment largely out of consid'eration for the United States 
and American interests, ~Pl the hope that Switzerland 
would receive considerat'e. 'treatment in the unblocking 
of Swiss funds in the United States as. they ,were re-' 
quired for food products. Swit~erland adhered to 
the old Tripartite currency agreement entered into by
the United States,Engl~d and France, and it has 
always endeavored to pr9mote the unhindered flow of 
money among the banks of issue of these. ,countries. 
In this connection it has rec'ently freely accepted 
large transfers of American dollars made by the Bank 
of England. ' 

J. 	Klahr Huddle, Esquire, ' 

Charg~ d'Affaires a.i., 


JUnerican 	Legation, 
Bern. 

",,"1.,..~ , 

V . \ 
.' . 

"" .. 
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A tendency has been perceived for some ·ti~e now 
on the part of the United States Treasury Department
and financial circles' in~ New York Oi ty to' regard
Switzerland as a part of ·the Germl:m"syst'em and freely
cooperating'with it, and '"it 'is beli"eved that this is 
the reason 'why all requel;?ts'ori the part of the Swiss 
National Bank for unblocKing a part ·of its funds in 
the United States have met ,with steadY: refusal., It 
is 'probable that this refusal is a part of the,deve10p­
ment of the blockade. However, even tinder the British 
blockade allowance, is made for the passage of· regular 
a.rq.ounts of food, fodder ,and' e'dib1e oils.' It is be­
lieved, therefore, that,' in'our own interests, some' 
endeavor should'be made to clear up this situation so 
that Switzerland can use a ,part of ,this fund for the 
payment for food products essential for the feeding
of the Swiss, population. Unless ~ome such understand­
ing can be arrived at it is easy to understand that 
the National Bank wouid feel justified. in refusing to 
negotiate further ~v.~erican drafts or checks, inasmuch 
as such 'accoinmodation would only serve furth'er to'in­
crease the amount'of blocked Swiss funds in the United 
States. ~ 

Sincerely YGurs, 

...•.•. 

James B. Stewart 
American 'Consul General 

." 

, ... 

2124SB 
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,Translat ion 

The Note delivered by the'''Depa'rt:raent of state to 

Minister Bruggmann at Washington .imp~ies that the Government 
, . ' 

of the United States is authorized by "Executive Order 8389 11 

: \' " 
to control the financial t~ansactions o~ the ,Swiss represen­

, - ~J;l.J;l.QQtQQ 4:rJ: cOIlllee"'b ieR 
tative in the United statB~t§h~~«~d ~ the protection of 

German, Italian and Bulgarian interests_. The German Govern­

ment has never, imposed a control over the transactions effec­

ted by Swiss representatives, in Germany in connection with 

the protection of .A.:m.erican and British interests. Similarly, 

the British Govern.."IJ.ent has never attempted to control the 

transactions entered into by the Swiss representative in 

safeguarding German interestd. The Division wonders if the 

measures taken by thelDnerican Gqvernment will not bring forth 
measures 

reprisal;/ on the part of the 'German Government, measures which 
..",'. 

would greatly complicate tl1:e-:task of the Swiss representatives 


within the field of the protection of Am~rican interests. 


In, its Note of February ll~ the Department of State has. 


pOinted out that .,it is not the policy of the American Govern­

(blocked t 

ment to authorize the use Of~aR enemy funds to cover expen-. 

ses incurred in safeguarding the interests of the Governments 

to which these fu~as belong. It added that the Govermaent 

of ~he 1lJnitedStates "expects that the SwiSS Legation will 

,deposit promptly in an appropriate bank account the currency 
... 

which has heen turned over to it by the officials established 

and personnel._ 

212490 
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and personnel of these three Govern..'TI.ents ft (German,. Italian 

and Bulgarian Governmentsl. 

The Swiss' Legation at 'Hashingt,onhaving 'subsequently, 
, I 

announced that it has tElPlporaril:r suspended all payments 

for the account of Germail interests, the Division deems 

that the Cluest ion assuln~§l a very urgent aspect and that 

a decision must be ,made' at once concerning the'necessary 

transaction~ which will be authorized by the GoverrL'1lent of 

the U.S. This situatiQn threatens to have serious reper­
, ~., .. 

cussions both over the work of the Swiss Legation '%i'l VTashing­
. at 'at 

t&B-aBa-tRe-gw~ss-~e~et~eB-~R-Be~~4B-eHa-~ft-Heme 

ton as well as over the work or the swiss Legations at Berlin 
Jutilization 

and Ro~et and the Division believes that the .free~~ 

of the neoessary funds sho1J.ld be left to the discretion of 

the Swiss :Minister at 1Yashlngton, at least during the progress, . 

of the negotiations which will talceplace in order to settle 

the question. 
~. ~. ­
" -

'1'he .Division finally 'calls attention to the fact that , . '. . ; 

the tr~nsfer of the funds required fo'; the~~d of 

foreign interests in G€)rinany and ]ngland, has always talcen fj~~6 , 
\ 

place vTithout any control on the part of the German and Britt ish 

Goverments. ' This qu:estion may be made a subjeot for di~ous­

sion when the Jcilnerican Government shall have presented to 

the Federal Government concrete proposals for the establish­

nientof clearing acoounts.• 

... 

'212491 
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125.5 Accounts 

PCS/db 


IN RW'I.... R!P'II!R TO 

FII..E NO•. 

THE FOREIGN SERVICE 


OF THE 


UNiTED STATES OF AMERIC;A 


~~~----~-------,--~ 

;j,) i;iIAl~.S 


Of A~lEfl:lill 
'AMERICAN CONSULATE. " 

Rac'!! 
a, ~itzerlaryd, January 15, 1942 

.' 

f3ERN' 
; \ 

J. 	Iaahr' Huddle, Esqui.re~· 

Charge d'Affaires ad interim, 


The American 	Legation,
Bern. 

Sir: 

I have 'the honor to transmit herewith a 

memorandum of ,the accountant of this Consulate 


. relative to the difficulties encountered in cash­
ing Government drafts and to request the good
offices of the Legation in 'this respect. 

. " , 

R~spectfu11yyours, 
,'. ' ,t,\,. 

~ 

~'~o...1.~L~ 
,Paul C~ '$qhire 
American Consul 

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

-', ~ 

Enclosure: 

Memorandum, as st'ated 

~\ . ' 

" 
~-'" 
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Ja:mary 14',1 1941. 

ME"dORANDU''''[ 

. ' 

On J&miary lOth I ;re{~uested Mr. Braun of the American 
Express Company to submit ~o the Swiss National Bank at 
ZUrich the matter of casI!ing an office draft ft)l.' the eql1iva~ 
lent of about S'Niss fra.n~s 10,100 to cov~r' t he payment of , 
the Consulate's current bills. I was obliged to furnish the 
details concArnins thMA billA I this info'rmation being re­
quired by the 3,'liss National Bank. The ,maiq item eonsisted 
of a payment of S','liss fr{3ncs 8,234' to be made to the firm 
of Ritschard &, Co. of: Geneva. for the shipment from Budapest 
to Lisbon via Geneva of the effects of certain members of 
the American Legation at I)udapest (Messrs. Packer, Ackerson, 
Dulaski ,B.nd Costello). Mr. Braun informed me today by tele­
phone'that the Swiss National Bank had object,ed to accept 
our draft in order to permit the payment of the above des­
cribed item on the grounds that such payment shouid be ef­
fected in Hungary, but that our draft to meet other routine 
expenses such as telegrams, telephone, light etc. would be 
cashed. Mr. Braun l.~ished to 9"uggel?t to the Consulate that 
the matter be referred to the Legation at Berne and that 
the Legation request the int~rvention of the Departement 
Politique Federal, and in pa'rtlcular,that of, an official 
by the name of Koli - spelling of n9.me uncertain - . 

Mr. Braun was also info!':::led that ,lihen the Consulate "',' 
wished to cash a draftf'oi-i'1:::he payment of salaries at the 
end of the month, it wouId,nave to furni,.sh the. details 
concerning the 8a18r1es, 1.e. 'the names ol'~ t he officers 
and employees ori the pay ~roll and the respective amounts 
received by eaoh person ! .. 

}!'ortucc i ; 

.. ~' 
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TELEGRAM SENT 

To: Date: ,January 21, noon, 1942. 

No. : 210 

... Chargeq. to:Code: 
..... 1-1142 

, pjm~Fh"RASE 
;:- """' ...... , 

SUB~CT: Funds for Sw·'iss 

000 

TRIPL'S PRIORITY' • 

.'Re.ference Legation's No. 16i, January 16, and orevious 
thereto. 

The Legation has ex6erienced serious difficulti~s recent- _~ 
ly connection with the sale of official drafts and Treasury" " 
chedks to Swiss banks because the latter claim that they can 
no, longer be certain of their .l'esa1.e. The repu-:'chase of 
such pa'iJer has been refused by trle3wiss ?J8,tional Bank, E.md 
they now offer to buy it at a discount only. ,Duri the past 
seven or eight months their .buyi rate'has been very' stable 
at 4.285, but the rate has tiow b~en dropped to 4~145, and 
ther~: is no assurance tha.t i;t' will 'not drop still lower or 
that they will be able to ~lake t)urchases at all. 

A series of ~onversatio~s on thisorecarious si ti,')rt 
"'1,1 

has taken place, followi'ng, \i,hieh a representative of the 
Legat~on conferred infor~~lty yesterday with the Bern 
Director of the ';Jat.ional 'B.a!1k and the -Scononlic ,'.:md .Financial 
Liaison Officer of the Foreign Office, concerning ways and 
means of establis'hing for '8. certainty that, .at 8. gi"Jen moment,. 
our Foreign Service establishment~and theirpersonnel,in 
3wi tzerland could obtain :'Swiss franc3 suff,iciently to normally 
funct ion ',,' ' An abstract of memoran.:JUJl1 of the conference follows: 

III was informed that nei therthe Foreign Office n01" the 
f'.[ational B;:,ulk has forbidden the purc,hase of our drafts by 
commercial ban}~s; that th,eyhad simply been notified by the 
II::;tional 3ank that it could not repurchase them, but that it 
saw no oiJ,jection to their' purchasing them and to their xing 
the exchange rate; that, the yosition taken by the 'Pore 
Oft:ice is that, 8'0. long as we are free . to offer and sel ou' 
drifts provided a buyer is found, tliere was no necessity for 
i tS'ir:termediation; that, thEH'"efore, in ~)rinciple, tfle Sw iss 

autho!"ities ••• 

, ' 
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author{ties make no. sugge'stions f~r improving our. position" 
. and that neither the Swiss Government nor·the, banks are at ' 

" 

. fault. because of the market for our draft'S suddenly 'practi<;!<:l1lY' 
vanis.hing ~ . 

:~.,. " 

" It was readily agreed by all the conferees' that such a 
position coul.d n6~t'be satis'factorY to' us, since ~tmi'ght ·be 

'. found abruptly impossiblef9rcommercia~ banks to continue. 
theuurchase of our drafts.. at no matter how' low a price. IIi 
fact~ it wa$ indicated that ·the chief' reason why the ,banks 
can continue to buy them ~tall'was 1::he possibility.of. their 

,imtnediate resale' toeinigr~I1:t Jews. . . . 

Several ,ways out. of. our' predicament wereebvisaged by , 
the Director of the Natiohal.,Bank. In ~he firs~'place,' ., 
expressed his.opinion.that. he could obtain the assent of other 

.' National Bank directors· to guarantee the purchase of dollars 
'we offered; as well as thqse offered by-associated (Latin- ' 
Americari, etc.) nations ~.proVided the transfer ·of blocked Swiss 
gold and/or dollars to'tlle accounts of ne,utral-co\mtries would' 
be authorized by the Treasury Department, as had recently been 
requested and refused in" the 'case, of Portugal and the as,y~t 

,uridecidedcp,se, Of Spain. '. The Legation I s·point.6f view ,w$.s 
then ex pres's,ed, 'to, the effect 'that it vvoulda,ppea,r des;irable· .. 
to cO.nsiderthe matter' of providing Swiss francs fo,r: the. . 
maintenance'of' American representation in Switzerland '8.,13. a,' 
separate and distiriqt que~st,ion which' should no,!:: be: confused, 
with other problems'involv.edin financial relatfons between 
'SwJ.tze.rland and Arneric'Cl- Under these cond1tions"the,Barik' 
cOnferee remarked;' there was~a: furth,erpossibLLi:t;y: for' furrlish..; . 
ing'fr'ancs, in the ~vent OUI! "Gbvernment bought badly needed.: . 

c, .CD mrnodities for shipment to, Switzerle,.nd, preferably metals, ' 
in addition to. ,those' for :whi~h riavic:er'tswere already obtain::: 
able. ; Very 'proOabJ:ythe-Jgi3.nkwould also be willing to Day ~, 
us fr'21Pcs for gold "de(~iver~4:to it in· B'ern' or Por:t~lgal, as,i ~.' 
,had proposed to ,do toemable us to, reimburse the .Swiss Govern..: . 
ment' for expenditures. in c:<mnection with ·the:' representat:iOI} ,cif. 
our interests~ .' The repre'oentative of the Foreign Office". '. 
interposed, stating thfitth,e, Swiss. Government could not 'adinit': 
of a,1 diplomatic I. clearfQ§{, calling for rthe shiprperit .b.y us of' ' 
,such gold only as would cover.. 'our eventual debit balahce', ' ' 
explcdriing that {tis the;~piriioHof' the Foreign Office' tJ:)a,t , 
both the. Swiss and we arEt able amply to discharge our i'ndeb:ted­
nesses without imposing a clearing; trlat,moreover,. it is,the. 
feeling'.of the. ForeigI). Office that such a I diplomatic' clearing,. 
should it, be estacblished:, woulEi shortly become general 'for . 
all transac.ti0rls between ,~wi tzerland ' and Am,eric.a,whicll~, to tiie·. 
Swiss, was a distinctly .distasteful prospect. ---, .' .. 

. '/ !. " 

, The conferee from the If'::itfonal Bank i~terD6sed 'that' J 

our authorities. had perhaps, the",;false irnpressibn~ thaV;'the 
. desire of the BariJ.:c was to'dimfn1sh or lJ.",qu· J.'d'ate· .. i.ts Uni,teEi~"f/ 

. ," I• ....... 
States. d" 

, i 
I 
i 

.1 
1. , 
i 
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'S'tates position; that, on the contrary,.the .. chanc'e.to re.tain 
that position would be welcomed by the Bank if onl,y it might 
render that' positiqn mobile again by drawing from/and adding 
to it for legitiJ11:ate, ..actions of no assistance to" ourenemi~s ." 
Thus, 'that the Bank would 'be pleased to ta,k,e' a correspondi'ng 
amount, of dollars should the' Treasury Dep~rtment only s~uiction 
the'transfer of'the $}-million to the blocked Spanish account. 1t 

.Its l~cal bank has jp.~t informed' the, Legation, t[1~~t:the 
.' verbal assurance given brl','January ·l~,th'that, .an januajoy 31st; 
it would purchase its dr~:ft for $42 ;500, representing January 
salaries and Yebruary o;P!iratirig e:x:.pensesi even though' the , 
National Bank might ~efuse to repurchase . it, had now become. 
conditional since i t had~reached ;the decision eta request the 
repurchase .of the draft by the National Bmk-, and, in,event 

, thelatter refuses, it 'stated it would have to,' ,reconsider 
whether it could buy the, <lraft or, not. ,The ultimate, refusal 
of our bank is probable. 'This'similar'uncertain situation 
is. faced by ihe- Consulat.Eis ..· In the meanwhile,. it has 'b'ecome':, 
necess,ary to, ,cash several small drafts at the .:reduced rateo'f 
excharige for ,private account. " -. 

Subsequent to, drafting the foregofng,the followingc()m-' 
munication f:rO!ll the Sw'iss National Bank has been rEkeived: 

'tSwissfrancs 1,50'2',i45.92 has been transferred, ' 
to US thropgh the Banco, de Par,~ug~,1, tis~on;, 'by .the'· 
Federal Reserve Bank of New y::)I~k, Y/h:i,.:chamotmt is 
'being held at ,Your :Oispos~Uon." ., '." ,,' ," , . 

ObvioLu,ly' t'his is .the ~anc equiv~lent o:ft,fte $3.50,000 
remit:t~ncec~i;.ed in the'Departrnent"s 13'9 :of' January 17th.,' I 
Pending permanent 'arrangements, and' in.order t9. ay6idFlo'ssby'" .. : 
exchange through theforced,'$ale 'of,drCifts'ata Q~:{)p,6unt'"l3,n~': , 

'also assuring that thefun(js ¥Jill'actuallybe 'ava:ilab'le in'view ' 
of the uncertain market (6r-:our drafts,' wbuldthe' Departme'rit .' . 
consider authorizing ,the Legation t,o, draw on, t'his Swiss :t:ranc 
account at the National' Bank to obtain funds foradminis-:- . 
trative and Dersonnel, news of the L.eJ;ration and of Consulates' 
in Switzerland as .of Jf':lnuary 31st? ~ ',~ , 

../ ,';.; 

,huDDLE 

VlMC/hsb I 
, , ~. ..:. : 

,',0 

' ! 
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Code~: . ···:,ConfXde·nt:~al ." 	 . .{,,)i,.~;:.r,~:::~,· , . : .....•.~, '.1;C'h·~ige'd,;.~t'b':,\,,·:,.,- ..r;:~~ 
.. ,	......,....;, .";"_"."':'~ 7 '.' '" •. " .. , ..... '~'"...Ii 

'.""" .,; .. ,,,1),.. ,...... .'" GPO 1-1142, " ?:5'~ . '''' ·1' 

SlmJEd~,::, SWis'8-Am·er~'c~n\$1_na~·~,1~1,'\ ~e'~~~~'Ori~ ,.;,~:\: "~:.:'·Iit~;:.>~;,' ':',,, ·· .. :;'\ .. ;;:1'1 
.', '.' ".'l; ,.;, .. " "':'-', ""'", - '>~:" J'.:'\;.,"" .. '..<~'-: ,~ ::r< '?i.';.:C:/. ' ~ ~;:,;.i}:I;:;r .',' " ",1 

' ,",; ".': I . ..:~'." >;?;:i;':;,',·'~;"·~;,':, ,; '<, Lli;) :, 1 

, .',' " , ,~ ':'.' PARAllrHRASEp;.,. 1 

: ,,'" ..'.. . ... . . ", ';', .... ..;-,.t<::· "')'" " 	 I 
. ':,,; :'J'" '.\. 

'. , '.• " ',.: ,:" ': :';. Ii,'.,>;:, ~,' t"':< . ~.:: ~ .',><:~"~;..-.. '\' ," ~ ..: , ,:' "', "I I 
., RUSH ... ,.j,Ref:erence 'Legation IS'., te'l'egram· No:.,:, 21'0>":, : I 

.'.. O\:~::;~~':~~:i!{PfFti~!~m:~r~~;,~~i,:~'~.,.~i~L~i;i,\" ..,:.,',;J \, 
confidential. report on 

' ..cantons:;-,yocl.t.e,roU's, Q,bJec:ttons: to. such"carta:x·"have;.':been : '1',:.'. ' '., .. ~'.I. \ 

;ijl!l~i!iii!lti!~~lfi!!!;;!~![;~~ii'II.I!f!ii~:;~:!,i'~i!,~'[.
.,0:[ .. 	 .,:" :'/"'.' ,I, \s uch,· ~b::t!o:cked:l;:income},wer.e,:".ala:o.we:dl'j"'"pre~s·su~.e. iwouil::d':"':" ;:,'~;:""/'::::;

.' .'):i;ic;t:e~~~;'I;C/h~'·~~~~:.N,~ti:p}\8:1it~8:n¥i~o:;jabariqo.·.>n~L.~~b:.~t',{~9,g,~~~r}:,/>·::';§;:: \: •...•·~';;-il:l 
;p§~~,ing·.;~g~;~~~·¢Jl:~!':~I)~h t 0:}.:e'na·'qiL~:,bl'o':ck~.d.~·a;qi;{~:~.r:;~!':(~.e~ ;pe.'} .:,:...::{~t::, :'-';\.' '''1.;. 

. 'bought" by," ;banks;,;on;:,,·the i fr,ee!" market'j',,,',a t":ral'-l·;}!e:ye'ntfs";:stich;i';':~",'i;'."r -,' ,; "'1 . . P.:E~:~':s~r~:;;'~:~\I,~pr~~s-ing':, .o!i, :-the;',lpa'rt"';Of~,!p'e9P'~~"~":v~t(~;'i:a~g:r:~::,:;~,,' ,', "::~'.,',\ !', 
in need,:of: bloc'ked income "in order to meet thelncrease, . ':i ' 

;;;t;ii~i~i~~i!ii~~~~~~~,!j!;~~it:llt!~~~~,~!tl{~;i!~!~,~~il\;!:.
deemed a ·:necessi:ty":shou]d,;:appr,ecfa:t i'on.;of!, the:"franc"be," ,. , .... " 

'':;,--. ~,_ '''",:,,('", ·.;",'1'~ ·H·~ \." - ,.~.~ - - . '- " •. ".; _ ; .'... '. "'1" ,.~.);~ •••••••• :,' • :"

allowed, '"riOv.':;·.",pIie:s'sure' ,co.uld".;:never.thEfl!e'·ss.·,.f,or'Ce' ,,: • ',' ," <>. -. 
. {" '1:. ,"" . ~.;, ."I~' " . ~.~. "L"',,' l'f\'/ _.J... ", • ' • ." ••• '.... , ,. .~ :,' ,~ • I.. ..' 

a,,8fiq,R:~,~!!!~.2~;',9~t,:t~,~i::'.~;~:~e I,,",~n~ \:,B:,i,pa~~: 'i:>~/:,t,hre,~~5l:n9.)· i, .... 

a ht,~ra:nca, ~~~,,'~::~ dOll~;O~lower WC>Uld~e;i:':+l1i1Lt.·',i.t.~;;2~;;;\,j,:", 
.r" .: " . " :', 'i' .... '..: \.~!~:;: .:>~""':: 	 _, . r 

... .',.... 1':':'''--.' ,':" :'... .'!." ~"___~. 	 1.· __J-" 
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desCrlbed':t.i 
:s1'ri6e','the: :suppii::'bf::"rawm&: a18' '. and"' 

i 
I, 

F· 

I 
! 

·.', 

I~ .'" 
! 

.~o~.~;~~.e~{:~!!{:'~~~~~~;~2~~i' w~ere"';42 ' .... 

as yet"e1;'th 't'~:;;th~ .. :I',ef,tisa.:?-:.:i"~if\,;;tpf:T'i'~:{l .. , p·art'fufln~.':· ',- "< 

to' ,permit·, the'l,.t~a~1I3f~r t~:- b~"Ei,qltect.' p.or;t!,!w.}?.;~,e:",_ ~-p.~~,~~~(."
,10,000 kilogr,{a!ll~,' of, go;tt;l, or ,.;to«;1:ihe fl1enage.,t1]9l';'~her ' 

', .. '.

prbVj]ls;f4rllJn(r\;;r.au~.e ,:via '~lsR'9n~~ij!!il2lclG~~,~a'~:":,~.~}:;~'!~rfe\~~,~,,' , 
no, r.easonwha.tsoever to ~be];:l;e,vethe:t the. Sw:1ss;·a.~e~':"':"i' '.' 

• ," ,,,'.;,,,' ",', '>~_ ,,:~-:. ':~···h:,·".,"'-' "., .. >,,_"~ .,'."'i;"~f~·: .. ',t.,··"l?-iij, 1''::',': ',: J!.7"',.~ ':ro" .:Z d,',

"using or would "::U.:·keto 'iusetheae .. incldent's; t de,rm~ne) ,>,,' 
;;ibh{(r~v~figr~ea;t:,~g9'9~l~~ili~'!!'he~eij; i:~iiQri.t~tl}.~j;Q.Q n1!r.'aJ;:" .'",,;'muQ,fi'\t8 " ,: :', 
bEifng>do:118pW:ft:C:ia'lly:(',: -1m a <·qu,1eft, w8:y.;tq:cinc'r'e8:s~~~'i:t~",: ',,::', 

:Ne:v.~,r,:the~e8,13)· 'a,~~),~serJ:p~s~,~J,I1~e~r:rupt'lpn: O~ ,'t;le~~p~iivis~:On~n~;. 

rq,lJ.t,e,wou~~ haY~:~i~ be;~.!p1&~~..~~9-~pWp+i:clY",bY~l:1,~,.~w.l:§s: :. , . 

authorities", '~Bpe'c1al1y sin'ce "va~lous government .' , 

" pIi6v:i,f?1,griiri'g;/8cJ;l~m~8")?-'E;we;, al~6:9f.~en' 'pe~n>':~t'taQ¥~,d 
oii'theJ;lD:uttwe!fate,r.n~gr.b'Up~'41~?l;lli.ii'i~,:1,;{}Je"ir"';~ru' " ,. 

'J<;~' ,,~;~-.rj:~,I~·'~:J;q;~':r ~: :~~: >i_i.rlit.:"~"_~~'~'t~);:,,~.~t;t~~.r '.t¢'i~!"gl~if~"~~1~: ~.f~"-'~~ 'n 
1 ,.' •• 
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,b~l¥ldti:'a~d-,Tdn~~, an(t~'''.1J1~ ·!1erlve.tl~e8. We :g.~entl~l:r .~9'? ., ' 
li;~~~~,"ot ;t.lleJ8~rateg~(t"~~~~1.&ls ,.W~l~~ ,. ~o:uJ.d:'b~,ot"\l!Je .to~;:;:(.. ".' . 
•t.h,.J;.. Gc..•·.O.'<,¥9.t ..d .... o ~' :m .. fa.,~d'~d.·. .. l~hi.·:uJ1.d~~ ........'~.'1." .... ,.M....,..·,t .•. .• ... ,91 h .. ... :.'.-n.,,: oJ.;.r~u.ma. t,~'.~ij.:~s..w.B~()ul~k,fto~,:go;to:~~n1'~~d,lt41y •..' 111lrt11.•.rmore;. ~ur·to1ial',' , 
impor~~ :tro~'Spall'i::ar8:itar'below' whatwo: reoelved ,even in t:tls' . 
d'pr8s~1t5n"1ear8'gt'·1$~2 ;al1-d,,1.9~3. "," ' 

.' . " :It<l~,'~or"~'~ot~~g·'tbiit ,"th., A~i,1e,k:tUrid8'".:~~Sp.l~,wo~id ' 
,p~C)ilv.und~r, ~~e·'$wl.B;..;llpanleh,Gh,1v ",' g . . ~:~~ii~:;lA#Cl,' ,from' .' 
"?,1;l"re~Q·~,e~~r,tl;·wou~di,proba~11'<e1CO~,. "t .. :,:~~,t+~~;~~c~ng8 (-: , ';" 
d(t~lvedl~ bl:~p81n,t~()m1t .. exportt; ~()t <!,':, ",~, $paU)., . 
ocnil(J)::tlot< ,..~:~ l,e :,d;Ollu>:exQ¥Ili! :·:1':liq,m:: .. J" ..'i',1.~: ';~o:~14" .. 
be 'OOIIip'elled' ,to ,~~Qrt. :1~l'ler,5~:~tt.~;~~,~~~~:"9:f:'1~~~:,,.;it,e~.~~~~.· 
lJnl:te,~~t~tes'Part,leula.l'll)' '~~r~ d~1r.a~~g~c '~~'~~~:~~;I}41g', '",,' ,: 
ol"lier,'·,to; ,QoVel'~tGn.eedrorca.()l;liJ:rs'to'Pfi\1·tO~· •. l; ,.·'troD.l::·.,·,
this. lQount~i:.:·an¢ '.t.rom '·:Lat1n<:AtI,r1:~a•. ' ,'fbe·.. ~eci.,~t.. . ., ."", "111'..': 
im:Port$:'fvoDi',:S~&ln·: m.,be"'t~~bute4,11i,' par'~"'t.(i' .t" $: .. v~.~qJ!';;),,, 

.nl~rit.4~'our:·rC?~e'~p 'r.u~~$. ~)o;(1~7 v~~,c:n. .11D4~~th~',t:U~f ,~~.,:~oJ.l~
'be.lanQea; tor: transa4tlons' coneummat'~, 1n·,Co;rlt1nentAl$jirope." 

". '.' ."~,,. '·~Q1~~;;~v.rRm_~liM8u\liloat8dl~":~oin8ct1on'·~lth: .\:',',' '" 
,t!tIee,; \~~Q~k,"" .'ranllaotl0,ri8 tllat .'~~J,i8 :1'"11,, _'!u",ot,9u'r <, 

'.' PCJJl,~ ,... '";.no.;t:;~, ~mlttln3 theuJ.,ot/d:ollartun4s. ~()r,~he:', ":. ";, .' 
. ' ~. se~~~~~@&.ji;:::",qt(:!,~:~tmiJ'aotlQ.a·,oolfiu;ua'ted.. 1;n.: OOflt"n~nt.al."~op,,, 

:·;AT. ~';r.e "YT,(",~I_.""'" ""::trom:.the '$'11'0 eNat1on81.Bank~'tC). th$. , NaC:lonali 

·gtl~;?,~~~.,:o ,);', \:':'!::;'~,~,,'" :«:;:.::<.' >.,' . . , : " , ,.' '''.~,,' .J :' 

. ~~':,!;:~:t,·,O~1q1\:ou.r,.p"8entf ~~tl~u).·tles, ,41ep~8e,'Or

. " ,fJ,~~rei.nel';tavor.,':'rieut'raa·',o'.ntrd!bartk.', ',:' ,', 


.... "'~;t~~t~~~~:t~,i::!~::1~:!:·~QqU£.~;~!~'1;;
'" :' :~n:" a~~torf4it)" ,to" our polt01otl.lm1~1~g, t~lr·~'~i~"r;;.':(/; 

"'.' ;:;' -" ,.":,,:, , " ."/ .~.' .. 
',,'" , 'I' ;.~'/~,~,3;;,.:t;""':"'\:';"""·'?";·'\·"1,,:t.:~~.~: ,'~:'.~(~' ~: " .,' ... ." " 'J .':' . ",., ,_ _' ': ...... :.:.': ••( •• ;, ,.<;~~<',.'-':,,' ,',

,'" '\,; ~f:ii~a~;;~f,;:i;:t~~,.'if:~;a~ppllca't.1o.llo ''W'ould90~C1:9p.r;1v8 "',"" ,.,.f 
a.w~~~.l. ..,."" q:~~;"" 1l~;::'8:q~;pp,,~gs~r'V~08a; .~t·.. z-equlr.~·s. ' .. ~:ner~;. tA,ret'",J~S; 
lnnum.era.l,)l,;e!:.}n;·jbl',bi.Swltl>.J'la.n~l' QOllld'PIl1,for:thea8 .' ". ,'. 
B8r.~~~~'~;:~~~,;t .... , '" ·.er;'D;~"i~~!1b:te;tQ .Spl;ltft without "~81ng 1:t8~!;' ' .. 
doll;a~ii.t~ndlit~l.";,·:AJ,;k<thei,~~ternatl~e methods or, payment, ~8 . , 
preterai>I'it":from',,;tbt' 'potnt·~.ot' view ot our interests• 

. :·~:;'~~:i{'<:.';,/·;.:):;.r.">;'~~'r..:<::·_,~ ..:,'-':' '~~y, :~_!>~_.~._,>.'\"""--,:.,:,:,.,,,,1,"~' .. _ ',' ,_" ' ~'-:' _ : , 
",' .. 

.' 

", .. ' 

, ,-:.r, 
", . 

. the's 
I?p~l,n·..:~;,: 
.~Xp~~~
1.naoYf 

.' :'}\.~"!~) 'p.jJej:':$wlt~e~~artd. OQuId ,compensats' SP.ln tor 
,~pg;;('·'l;O.~~.';:bi>:'xpq.rt1.1'1J.addl~1~~~1 goods '. te.. 
Ie'.':t $' .'.;nece~e1 t"ate a, roduotlon,1n Swlas 
.~,t~.t",;::o,o. .....'os;: ·.··th1B wouldbe:w~U' :de,.1rabl"

':'iii":lt~':wou14S;r!lu~'ethe 'volUme.' ot:goodS·s.old to 
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•• • 

.:Qlv~81.o~. ot Konet~ry' .' 
, "', ReaeG.l"~h :, .'" 

" ,'.

:'."<. 
, GermahY:a'nd.~.ttaly..Swltzerland 'eou-ld 'alii'o,pQ.Y fcrthese. . . 
,Ln'~v1~f!i'S .'ii·om ''1~8 .~OpeeJ).%"e8erve8 otgpl~'or (lth8r·torelgft 
eXQ.~ge. .'1'0, theext~ntthat, Spaln ueep ·'suoh gold and , 
to17e~gn.· exch&m8fJ:~DP4rob.ae.~ng .·goO(1s· 'itr' ~ome ,ne.utral· t:.QuntJ;'~,

.;: 
" .. 	 tCi.r:,.·examp1e .. ?ortugSil;; .1:t:. m1Sh:t. ,coritr:~'bu~$ 'to; Ii redu~t19n 'l,n 

Germa[lmnd ' .~ll>.l~a.n 1.p.~~tetr()~ 'Portuga~ .;' .ru....thermore " ,the',
~: . . 

tlse,of.lta ~()~~.ruld.}·or~lgne~oM.nge l~eG,ources .tn Europe .... 
" ,! 

m.~f,&b.t naoo.os~~~t.e· .a.lf!Rl~a,t101ll. ·by sw:1"tzerla. ..ll.d\1POn the" 
ol'Gd.lt ·~,t JP"anta to 'Germany a:nd.:lt&.~. .'' ... ' ,.' '.', 

,.. ....,', .... . 

, '. ";':'6>'l:'~"ls 'r~!t·e·ob'ii.Ciua :tl1d,~' S~1~Zel"~~Jl4:q~~;.~keQrr6:lnge~ , 
ment~ f9r, ,ps;;yment toSpalnthat"wl11at:onQ'e ·proV1d~. ...• ' 

:.)Bw1t&er:J;llnc;wlth·tbe eh2;pplng s.rV1o..,~t~'.~,t·;;_i~!!:Q~·1{~~:G',;,:a9..d>. " 
/ reduce to ,·,,'om., extent its 'OoJitrUnltlohi.::tof'·tne:.·;·war.::ettcrt

,.' of Ger·inar1y -ana Italye' . '... ' . :. .:' < 

'.~ / :". ;', ~," <.~.' :;f,:~:,:' ',.'t' ~I ' I' ~ •• ' ; .~. ',-, 

e" 'jT.~e'~pan16h_.I ,·~lf;U:*eQt:.r9re1In_ ,Exo~i:1a~r):j.a~, .,. uest'ad 
. the Export~Imp()rt':8ainktolilterV.ne\:,:Wttll::tne'lre;as, " _.. , . 
.license/these ":j;lIi;Y:mal'1ta. ,:In:J\11l·i~~'§fi:;:acti~lf)#··':·$. :9·,·gOO 
was $ata'bll~hed,:)bl tlle ltxpq~1t~J:mpo~>J'e:nk .~p ..·f!~n~~~.. ....... ~~ort 
0,1'" co:ttonto;S.,s1n.: . 'fb.unpM,d~ba:l.ne.:onthese;·cr8dltB 1'8 now. ' .' . :,}. 

~... 	 s~lStJtlrDl()re(t~ii.$5~~r~£~11fl)~J.;w~~~1l·Dlatt\re~,: at .~hoi-~...1D~.~·rva18· , . " •,,~ 	 R 

up to OctO'ber·lO~,19•.2whe~i.. 1:t·~fl1.1b. tully repald;. '. '. . " ... 

_:Jt:·1e.lmpi*ed:·,btth~· .Span1ebExohan~eln8tltute ·tlult it,s .. ' ' 
pr,8e~:t.;;.res·ouroes>.i1:r. ~1nAdeqU8~e~t.om:'fit:·tha aqcrul:n .'payments 
J[~' ,::~I,i~~~l:;l;,.Fe.cltW4~1j,/~I1':'l'·:~~Oh.c ~:am,e\U1~~ngtoappl;'q~·t·ell >, 

:$,~,$q9'iPPQ. ,:At:t.hft ·q,~9.•eotJ;)uGlnaBson January 19th.Spa",lsh 
.{1o.W~~~b;~~~·~n~,s.·;41:~:t,~e,·;qf:~:e:d~ngN~w.,Yo~~'baillt8, ~m0!-lntedto.. 

f~ • " '5:;J~~t.~~~~m.. ·· .'Tl1~.:.~pa~+.~:~q~~~~ Exq.li.~~elnstl~~te.wl;;l.., '.... , .' :';, 
..~Clqulr"L.~~¢l.:~:~;<?~+:~,pl.l~::1'!!~,9P.~P . :1~r,?m1~e eor!t+.n\t~tlg' t.:t~~ . 

of .expor:ts· ·to· ·.thetJJ11t8ttatatEt"e.~··, .,' 'eAr.lY .tbeSr:>a,n~6bGoverli- . 
,mont i~'l,n.·;~>pos1t·~9n,:~·~o <m~,j .:(~B: :obl~gati()ns' '\lfldeF "~l;u!:E.iPo~~~ '. : ' 
'~~p.o~~·"~el'e·a~t~·";":;~;'!~~·;i[:~C'i;':::·:::· ".. ',' ~. . ", " . 
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TELEGRAM SENT: 


To: .. . Department Date: March 11, 12 midnight, 1942 • 

No. : 1008 

Code: Confidenti,;ll. Charged to: 
GPO - l-ll-.:a 

:3UB,mc'.r: Trans:",er .funds 

,'000 

Reference to 4th p~r~graph.of Legation's telegram No. 931 
of Ei.:trC h 7th. 

An informal ·jeclar:3.tion wa.s made this aft.ernoon to aL'2.':-:::ltion 
1~e:.~H'e3eot.ative 'by the Bern Director of the National'Bank to"the 
effect that the Bank had reached the decision to decline the 
proposal made by ..~he TreasuI'y Department to transfer 3.2-million 
blocked dollars of the S'Niss National Bank to the blocked ac­
count of the Institute Espanol de !{oned.l Extranjera, for the 
reason that it could not accept the position of the United 
States t}lat this transactioIl should, in eff.ect, becocle a single 
exception to the zeneral policy of th~ United States~ The 
National Bank, in other'worgs, does not intend to sign away 
thereby what it considers. as its right to ask permission in 
the future to effect otber similai transactions. 

In connec tion iii th the .above, the Bern Directorexpresse'd 
informally his conviction~t-hat the National Bank would agr"ee to 
the proposal of the Treasti:d~ Departmer.J.t provided the restrictive 
clause as to similur transactions in the future were deleted, 
but provided also that all dollars purchased by the National 
:3ank, say, ,3,fter March Is1;., might be sold only to central banks 
of such neutral countrie:3 as Spain, ~ortL1g;j,l and Sweden, with 
t.he full knov,ledge and license of our auth6ri ties naturally.· 
As the Bern director pointed out, there would thus be established 
a sort of Uliberty unJer control" ih the disposition of the 
dollars the National Bank would 'acquire, and a limited restitu­
tion of the international currency of the dollar as well. 

The Bern Director, in an effort to illustrate th~ National 
Bank's contention that it has, despite all handicaps, been 
"c0opecativ2" in. accepting dollars, exhibited a memorandum on 
which was shown in detail purchases made by the Bern and Zurich 
o:ffice::; o.t' the Bunk of' dollars from October 1st last· to the end. 
of February from the various 

"\ 

allied and Latin-American 
diplomatic 

212506 


http:p~r~graph.of


-2- (No.100B) 

diplomatic and consular 'establishments,.and, even, the.Vatican; 
dollars purcllased for these accounts totalled 720,000, to which 
must be added 40,000 already this month from the Brazilian 
Legation in Bern. 

The Ber:n Director concluded bY,making the statement that 
. the Bank had decided to'postpone its decision with respect to 
purchasing our draft for $200,000. mentioned in the Legation's 
telegram referred to above~, until, s"Ucl::l. time as i tcould. be 
ascertained whether our aut-hori ties w,oUld agree to dollar 
transactions in the futur:.e;of thecype proposed in the fore­
going paragraphs ofthiste;legram' by the. Na,tional Bank. 

" " . . 

This evening the Fore-ign ~Hnister' confirmed to me the 
position of the S,lViss as~ aboye outlined ahd reiterated the 
difficulty confronting Swiss fi,nance should it be called upon 
to furnish Swiss francs against dollars '4he use of which they, 
would be unable to make. " He laid erJiDhasLs on .his contention 
that the accumulation of blocked doll~r credits against free 
Sv.Jiss francs WOUld. cause a weight which the 3wiss are convinced 
could not be carried. 

HUDDLE 

~ .. 


., 

Copy'to Accounts. 

hsb 



,...'" 

"':"/
/, 

""Fr.om; 

\ .. ' . 
• ." , 

, , 

..': ;,: 
" , 

, " 

',. " .. 

""'Dep~rtrnerif > ",,:; 
. ~ , .' . 

.... ,'. 

,.' , 

.' .~ • . 'r ,', ~ ~Confloentla:I', .: 
"", , 

,~." . " <:--'
, ~ 'R'et~'ei:V~d...:,~··: ·r!ia~c-h~' 
. " 

. ' ~, ..... ' " 

.o, .' .. " , 

-..' ,. 

StJBJE,C; "'Funds", svvisslspani-~~'"transfer' 
" 

, ' ,',:, .....0,o:o'?~ ,.~.. ' . ", ". ":.. ' 

". ' ...... 

.. \. 

. , 

1 
" ,i 

" """" .. "" " '<'~;
Referenc'~:'to:pe,p~a~tm~nt:' ' i:;~:l~,gta'~.lf~,. '.6'06' O':f::F~r(;:p:'5ih·'::it'".;.;,:'>::·'

'II p;ri1'.', fl I1d ',L¢gatibn'te,legram )Jo f ,1008 of"Marc:h,~J\.:~mio.'pight~>:·~", 

The.:r:'ep~es:e'n,ta'~i'v:e, ,\ "th~:, Urii;ted ;3tat~s6f', the';SWiS~,)rt~l~9n,;L"{;: 
, Mr.,:Gautier";, confe.rred,vYithA9s~stan~;)ec:ret~'~,y. Ache~'6p:oJf' : 

, Marqh ;12:th.co~eerri±'ng :t~e:'~w~ss.,.Sp~riish: tr~Il!3fers,(.;puring.·:the;:;;, ,', 
,cours~ :o'fthi·Sd~§;(~:us;'~ion·th~.s:~~t~rt\ent Wa'sfmaCie"tr;~Y::t,h~s:Govern,:, 

" 'ment:woald licensei:the ,transfer from' 'the Swiss :Natiomil,:'Bank"of;;' 
,'$,2,2QO ;Q.oO:.to~'ith~·'~cc6unt' o:(:the ~,Ins{it:utb'Es·pano'+,~deM<:lhed~<,.:: ;',: •.. 
,'E~tr.anj~ra"i<,with,,'th~';r.esuj:t that.;" the; Ticen§:~·~'r)ec:e:i?¢a~y. ,to,.p.ermJY: .... 
· .. or t,J;lE!' trai)sf',er.,:o:f,.;thi$,.,§i,g~~,t".VJe~e··:ip~ued~;.o:~.Ma,~9l:l:~+3tti~:bY\J~e:'.,"":,, 
.' ,Treasury pepal~:tmep~\' ,:.~JIr~•. 'G$ti~\<i st;~ teq. :,~,ha.t..:tJ:i.~"swtS$:,:'v\L0ul:d·:,:;' •• '.' 

, " . agree ',to'makelav~tl:ab:).;'~ :'td .::t1'Ie ..G.ove:rtm!Em t ':,6+,. ,the,i:Y.:n:i't~d\ptEi't~ 1!F .:Or, .' 
.' tb ;8llch;pers<?ri,s' as::it;,.Sh0,0~Cj. cresllgna:te,·:tl1e,;:e9.i:i:~v?ll:$~t",bJ~:' ":·,."i,,·.;> ,:. "', 
, $2,,200,0.00 iri' SVtis~'frarics a:~"against 'the:p'aini!=l;!j:t:'in,t~·,:.tQ'e:,:~b.};d,c'K.'eq 

" , ·a,c'.count. ()~ .. ·tqe'Svv,is,is:"Nati,Or;t':):;,'1?a:,t1kc.i:n ,.tpi~;,,:co1JI1~r~~;:'0.f .$?,~~Q';:QO,O:~:';" .. 
Inste.ad. 9f the ,$3 ,:200, OOG :.pr,~Vl,QU9Jyme.ntlo,ned.ln', 'j:.h~ pepal!tm.ent::'.s, . 

!'. ~ No •. 606, .the, :figu~e'\~a,sse:t,t;at.' $2,20()';Q00:Pe.9~US,~h:~s'par:l{;~~s:~".:'< ' .. ' 
i!1st;ructiop9:t.9: Mr ~ Gautier;'d'i6,;not.re!E:!1', :t6'the~ ]!)ropb,Sp.,l'.:that' . d. 

thebank'sh6uidpu;rch~'se:rrom:the: Br:i.t±csh:$.i,ooo·,QQG f for'"Svds 13,' ... '.' 
francs.' "M:T;< ,Gau-tierwp.s;', i.nfo;rmed(that th:fs::(Jdv,~~tune~1;:.wq~lq " 

: be:pr,'e'pcir'e4 t9' ',appr9ve: ·the'· 'tr<,3.nsfer. of$~';Qoo;ooo ... ao,d f:tj;.on?:h'~·' '. 
prov.ided Mr' •. 'G6ultiergave,'1;.he assura,nc~·,that the:'::Sl,'JrS$ 'frari¢.·,,· ..• 

.:eqt:tival,~nt: of,$'l;'OgO,oooto tlle:: British would :b.e.:":tn~·E}e· ':;<iY~,i.:J-able:. ,'", 
'. "bythe,S\'Iiss .,Mr·'-,:'Gauti:er stat~d,that he wou:).:Ci:;p,.r:e:fe~':t;o'.,'·;'~" '.' . 
, ,', confirm, py '.caQlirig:,hi,s,barils:s'.?nd vlIciuld .i.rifor~ ,Mr:~,~,:A;c'l:H~S'Oh .a'~.; ,to,,/', ' 

,vYhat.'?ssu,I.'~nc,e,s, he, woulq"pein: po:s!it~ori" tci'g.iv~' re.spe,cti,n~:tJii~:.::'",.,' : 
a:dditioh'al;'$l 000000 .'" .' ,: .,' • ,', '.' .:. ;,::.. ..•. i , .. ':' :-,"",: ,.:,', :" ",: :":'. ,,' " " ,',., , "", ;'.. "",' ,," ',.0, 
.D,uringt,he,'cour~?',~f ... the,.\' discuS$ion, it; was stated"by M.r~~ 
Ga1.ltier tha>t, lii's :pank' c q1?-ld>r:iot,~s.a pr,il!:'~iple~" accep,t· 'tha,t> .I. 

I 
. , future", transfers :tb:·'.the,bl'6cke'd, accounts oi"other'.'netitral .banks 
;. frOm theSwiss'a.cC'oun:t s'olely"I:i?'r Swiss purposes;,c'oul~not,:pe' 

I 
J 

made,'.Mr'.Gautier::was·;.:'1n:f6rmed.tnat':this Goverrimen.t:halfi'rriade·:no,' , ,'" ,. ,~>." , ", , " ',:, ;', ':' ,i.', . :' .", ' " "'. ~::' , ">."" "d,'" ,:-:,:'~: . ':""" ,.,' ", '-':.~. 

":,:'.. ':: 
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REPRoouceO":TTHeNAlro':\i.A:'Ct:I\,'f.'~T":'--:-., .,Dt(~,'G'I!'S:S'1Ibr-!~~~'\6'· !\ RG 8'1' .CI' . 
1 

, ,i 1 '.) foA..I ..., '.~_,_1,3 ',,_10.1,1 ,(._.','.. it'!>,1'1)' .E.ntrv ...,~.~t,_,,:r.,~,,~,.. 
. .. ...r.\I··.~-.1o~,- ..-l/11,.~.J"'" F I ~)- "'; l""", !J"" Iv;,F 1'.'"l~~U~~,~Yltl~~Ij .. ,..-f~ • 

. ,. n.; r" W I e S'btl1$ ,.)"'lIi.~; - . 
. r;'j _. \'/'. '. "'. B I .. ;. . . i" , . • ,:.J • 

•.--..:------ " . OX ''l 
·~I~~~·~'e~--------__ 

",,~ 

.Bern, Maroh 19, 1942 

. Dear Beaulao: . 'I 

Followlng my lettere Of' 14arch,9th:and March 14th, 
I now have to lntorm you. that an agreement has apparently
be.en ~eaoh.d 1n Washlngton'between the Amer10an and awlsa 
Governments w1th refereQoe to disposition ot Swlss blocked 
tunds 1n the matterot,a.transter to Spanlsh credit. 

The Legatlon has been lntormedbythe Department
ln a telegram dated Maroh 16th that the Amerloan Govern­
ment'would 110ense the transfer from the Sw1ss Natlonal 
Bank of $2,200,000 to.theacoount ot the Instltuto Espanol
de Moneda ExtranJera,wlth the 'result ·that the 110enses 
neoessarY' to permit ot the transt.er of thIs amount were 
issued on Maroh 13th by the Treasury Dep&rtment~ 

" 
:j../"I"As a result, lnsotar as: our situatlon, lnSwltzer­

land ls oonoerned, we Wl11 nbw recelve 1n the oourse of 
time 6wls8 trancs ln an amo'b14lt up to the equ1valent 01' . 
the $2,200,000 whloh has ,been transterre.d u.s above ln~­
o&ted. 

Thls Legatlon' ls not latox,ned regarding the posl tlon" 

of the Spanlsh authorities ;n thls transaotlon. 


Slncerely yo\U's;, 
,'I ' 

, 

Willard L. Beaulao, Esqu1re, 
Amerioan Charge d t Attal,res a.l.,

Amerlcan Embassy I ' 

Madrld, Spain. 

JKH/mk 
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THE FOREIGN SERVICE 

OF THE 

OF Tf.. ~, ' ;:/J ~ ITED STATES OF AMERICA' 

Of 'AMERWA 

Hec'd I~P;'{ l' 1942 AMERICAN EMBASSY 

Hadrid, MaTch 26, 1942. , 	 'BERN 

Dear 	Huddle: \ 

, ­
With reference to y6ur helpful letter of 

l'[a1"ch 9, 14 and 19, the Department has 'conf med 
to us by telegraph thD.t the amount of ~~2, 200,000 
in SvJiss credi ts delivered to Spain have been 
fr·eed.. for use by the Insti tuto Espe.f101 de Moneda 
ExtrEm,j era. The head of. :tbe Insti tuto informs 
me orally that an additional ;~l,OOO,OOO ha.s 
also been freed. He says, moreover,t~at con­
versations are going on concerning the possible 
freeing of an addi tional ~$l, 300, 000 held by the 
l,ianufacturer's Trust Compan;y-. This has some1rJhclt 
relieved the situation. ' 

The background you gave me' '('laS very helpful. 

va th, kindee t personal J."egards, 

." .' 

J. 	Klahr Huddle, Esquire" .. : 
Charge d'Affaires ad .interlm, 

j\merican 	Legation,
Bern. . 
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AJ:IDRIt8S OP',..ICIAL COMMUNICATION" TO ~ 
" ,.HE SECRETARY OF STATE f;:\ 

. \ WASHINGTON. D. C::, 

'~ 

DEPARTMENT OF STATE 
WASHINGTON 

, , 

August 5,. 1,942c I/\'L 

'AIR MAIL 

, ' 


<'-' Dear Leland: 

R~cently the Bank for International Settlements 
applied for a li~enseto permit the transfer,of $1,000,000 
from its account with 'the Federal Reserve Bank to the 

,aocount of the Swiss Na'tiorial Bank. The Treasury denied !:':t!~ 
,the application and the matter was then presented formally 
to this'Department by the Swiss Minister. The Department
upheld the Treasury's deQision. 

I believe that the,positions taken by the Treasury
Department and this Department and the underlying reasons 
therefore: will be of interest to you, and I am therefore 
en9los1ng for your confidential information oopies of the 
more pertinent documents from the Departmentts file on 
the oase. 

With kindest personal :.regards, 
;, 1 

. Sincerely your••. ;' ~'''''' ~ .1.............. 

"".', ;e:'Dean...Aches.on 7JI" 

,~. j+.ssistant Secretary, 

Enclosures: 

(For enclosures, ", 

see following page.~.)' 


. " 

The Honorable 

Leland Harrison, 

American Minister, 

Bern. 

212513L~ 
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Enclosures: 

Memo.randumto Swiss Legation, 
July 25, 1942. 	 , 

2. 	 Memorandum to Mr. Berle, from 
Financial D1vision, ' .' 
July 16, 19.2~'.·.· . 

3. 	 Memorandum to Mr~Aoheson, . 
trom Fore1gn Funds Control 
Div1s1on, July.l~, 1942. 
~etter tr?m Aotlng Seoretary
of !reasury w~th report, . 
June 26, 1942. .'. 

5. 	 Letter to Secretary ot the 
!reasUl"Y trom, ~'. Acheson J 

June 11, 1942.,':" '. " 
A1de-m~moire fromSw1ss 
Legatlon,.June.3, ~9:42. 

"., .' 

.' . 

" , 
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Reterence ls made to the a14e-memolre subm1tted. b1 
the SW1S8 IU.Alster on June 3~ 1942J ; rtClUestlng a turther 
revl." ot an applloa,:tlon tor aTrea~ur7 Uoense to pel'llll t 
the transter· ot tl.OOO:QOO tro. the aOCOWlt ot the Buk 
tor Internatlonal Se1it!ementa 1(1th the 'e4eral Reserv, 
Bank. ot Be. Xork to the' account ln ;the same bank ot the 
Swiaa .atlonal Bank. 

; , 
,It 18 potecl that tlliJ tl'8D,.ter 1n .queetloD 00D8tltute. 

a partlal .repafaent ot·a dollar 4••&04 dep081 t 'wh1oh the 
Sw18sBatloaal B,.u matntatos w1th .:the BaDktorlnter- . 
natlonal aettl_eota.. It' "oul.d.appeartl-oia thedu­
••mol'ret that t~ '&"188,)I.·tlon81 Bank ln reqtlestiac . 
reSHl,.ent ot tbiseleposlt 18 iDo't;lvatec1' 1>1 apprehension
a8 to the tuture ot the Bank tor Internatlonal Settlementso 
rue appear.. to be 8ub8tantlate,'b7 the probable ~1111JS­
nees ot the swt8e liatloDal. Bank to conver. the dollars 
that would .be recelve4 into gold ~O be lett with.. the 
federal Bes.erYe Barak tor· the duratlon ot the war~ 

The J)epartment ot State bas caretulll. revl...,84, the 
propdsed transaction with other lnt.-resied agencl•• ot 
this' Goveruent and ls con.trune' to' oonolu4e tbat 1t 18 
not In a posltlon to lnteneneln t118 deolsions WhiOD 
bave alread7 been rendered.; This Govemaient c0l1s14$l's 
tbat' lt would not be ln t~ interest ot the UD1ted States 
to permit ,be 4epletloa ot~the asseta ot the Bank tor 
Internat"onal,Settl••ent8 he141n tbe Unlted State. tor 
tbe ·coneuaatloil ot,. transaotlon whichls ,JaQtivate" b,
the conslderatloras lD41cat~ed 11l the aide-memolre. It'·,
shou.ld alao be polnted O~~ tbat. thls' ao....rma.ntdoes' not 
oODslder 'lt8e.1I r.spon81~1e tor the l~qul41tJ' or eat.t, 
ot dollar deposlt contracts entered lDiobJ torelp . 
banJdng lnstltutlooso Deposltora who opeD dollar' accoUQts
wlth non-Amencaa baDlts assume the risk .that such dollar 
4ep081'" ....,.. bave to be,.: repaid 1n thelr equlvaientln 
other curreao~...' 

Department ot State. 

Waahiagton, Jui, 26, 1942 

:212.5:15 . 




oOPy· 

.rlmoUL DI'18IOI 

.. Jull.li, . 1942 

HI-'•. S.rte,r I agree-,:-AAB 

. The' a.ot1.oD drattedOli. th1.s . ~a'.'·1Il41 be ot some 

1nterest to tou ~s a deo.nltenesationb,. the tfDlted 

States ot the pre-war ettert em1:041.d 1n treaties 

. slgned bl several .. Qountltlesbutrepeatedll turned down . 
bl the UD1t.4 States, .tP g\laralltee tuDela of the Bank tor 
1E~~fJ~~.~iODal Settlements ..rree4om lnwar aa wen as. In. 
P.ace tro. the :tlnanc1al oontrols 1mposed on other bank· 
ope~a~l,~n•.~));y gover.nments,ot·~· countl\'l8s .1n w~~.,.t 

.pp.'r.t"•• ·:(.\fhJ ·the Swls8. ,hQu14ra1se tM. 'quest~o,,,;:over 
a\l~~~l,am.OUDt 11lte a 1I11l1oD.doll.~swh1ch thel·,would 
...~.:J.J ~~.t.rtrODl the'. BJ:S;;acooQllt:.'here to the~r.;.:;p.p 
'btOQ~.4:~:.ClO<?UDt '1s not 0.1.8&1'..,8,100.\ .the,.. bave clq~~;i':S'~y 
howev.~", and 81nO.' . " 1 
and largeat or of . ..... nant. 
there a8ellBao soodreason vh,.. the Unltec1.State8sAou14 
not thlls record the breakdQwn ot t·he. pre-wareftort to 
malte th1. partIcular bank a real lnterqat1onal.. bank1ng
lDstltu'loa supenor to DaUonal lnt.,i.teo 

" 

" ... 

~!". .' 

• 

. f') 1*) r.:: 1-,.. t. ,,-;) G 
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roBElGI fUlDS OOIf.ROL IIV18IOI 

Jull 16,' 194~ 

I agree-;-DA 

1b11e we do Dot agree wlta !toll the argument. presented . 
by' .the 'rea8u17 DepartDlept ln it.. memorandwa, nevertheless 
1,t1s the oplnion ot PI) 11Jl4 ", that'the request o,t the 
Swiss shoul4 be dente.,. .jLnd .the '"asu1'1 Department's
'deo1810B uphe14. .;. , 

II " fhe "reasul'7' '8 th,s1818 large17' based 'on' the thaol7 
,L~. 'that th.eBank tor InternatlQnalSet.'.l._ents . ls an Axl,..:- . 

,( oontrolled ln8tltutloD and 8l'l...lUll_gl·,~1ltL,Axlsl and lt ,1t.. vas toroed 'to rep&1 the lJiitii· RatloWi1~1W~~'uof1ar deposlt 
ln sold orSw1.strano8; t,b1s wO\llq;reduce tllaasset. ' 
avallable tor the extensIon ,ot o:re41t to the Axls. It 18 
the vla" ot rD and iT tbat .the' l.l:.S. could ,con~!nue '~'o 
"tuse to repar the depos1t.~capt 1n d.Qllare, and con~ 
eeq~eDt17 wou14 not ~duc,e the creMt whi,ohcould. be made 
ava11able to the Axls becau.e ot' dea1alot the, appl1cat1.oa, 
bl ta. Un1te4 IJtate.!reasul7. " 

On the otherhaD4 the 8v1.8 bulld their. case about.a 
'00ntIDgeno7,aame17, the uncertain outlook tor the i.I.I. 
and thepossl'ble lo.,athey-:-m1ghtsusta1n 1t lt were· 
llquia..,te'. Pro- the polQ ot v1." ot this oontina_n.o, . 
1t would .•pp••r .p1"Udent toJ' th1.~verDm'llt .!21 tG p.;d,
tbls transter,. tor 1n the event the B.l.S. were t.ob.coDle 
completel, 'GerlDa:&llzed,' th1sGov.rma.atoould plaoe. the. 
asset. the 8.I.,S. ba8 111 t.b1s countrr 1:nto the ~()l ot 
German assets•. 

Kt"reover, lt W8, continue to bola., a s~b8t.an,tlal. 811&oua:t 
ot the, l1qu14 a88e.ta ot,theB.I.e. ualJer ourcop~rol, 
we Dl&J at least vlth1il l1Ja1ts ,more .ttectlv:,llla.flu.nce 
B.I.S. poll018. tbaD .Guldbe the oaS8 1t v•.,p:.,~tt,,~ 

. these assets' to be transterred to' other In.tlstltlQaa. 
Tbes,.,on,sl4eratlolla 111' our oplnlon' outwelsii1~•.clall1lot 
the 8Via. to bepa14 .out ot t118 40llar as.els'of the B.l.S. 
ln thi. ,QountZ"1 lDerell 'b.~au8a ot UDcertall1~le8 as to. the 
tuture o.t .th. B.I.S. 

Ia the l1ght ot the toregolDS we bave ~tt~d tbe 
attached memorandUll lD repl1 to the 8Wl88 ald.....emolreot 
J.:une 3. 1942. 

, . 

21251'7 
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, ,\ 	~. ~« .. 840.51 rro~eD Ore41ta/e898
COpy 

f1W.sma: DEPARfUlf 


WAlBIIG!J.'Oli 


In,rep11 plea.e Jue 26, 1942 

reter to: ,18022 ' 

" 

. ­

14.1 	 dear IIr. 8e01'8"al7l ; '( 

, Reterence laude t!o'- Ass1stant -8eoreta17 'Dean Ache80A'. 
", 	 . ' .. 

letter ot Juae 11, 1942 ~(")~ request1ng astat.ent ot 

the 	reasoo. Wl4er1J1q ,the fl"eaaul7 Department's refusal. 

to autho~r.e' the transter ot tl.0oo,ooO from the account 

ot the BaQk tor Intel'lla-tlonal Settl....ntsw1th the Federal 

Besene Bank ot Ie. YOl'k to t):xe .,ooouilt 111 the same bank 

ot the 8w18.latlonalBank. 

Attached' hereto' 1. a _oranA.explaining the po}.1o~ 
.. 

of the freasUl'JDepaJ'tment -,1 th respect to. the_tter UDder 

reterenoe. 

'" 

.,,' - E. H. fOL,'IX, Ja. ' 
Ac*lDg Seoreta,17 "'Ot the 'Ireasu", 

The Honorable, 


!he 8801'8t&17 ,otState. 


212518 ' 




COpy' 
fIt.EA$t1RY DEPARTKENf 

WASBINGTOI. 

.Tune 19.9 1942 

aemorandUII on the. fr&Dstel' o~ JollaI' fund8.trom 'the, Bank tor.InternatlQll8.l Set.tlements 

'" to the Banq~' latloDale Sul,se 


: " . '­

!'he 'Swlsslatlonal Bank oarr1es' two dollar accounts. 

apPl'Oxll1atlns '3 ml111on,. W1th the!laWt tor Internatlonal 

Settlements. In :rebraa~, 1942, the Svlss latlonalBank 
requested rep&JIDent of .1 mllloD by- the transter of that 
SWI to lta 40llar accOunt at, the .Federal BeserveSanlt of 

lew York:.· The applloatlon of the Bank tor International 

Settlements tor a 110eD.88 to make this transter was 4e~l,ed 

by- the. !reasurl. !his 4801alol1' vaa" mad. 1n accor4aDce with 

the polio, of the frea8urt Dot to 11cen8e p&7llent8 whioh 

taolll tate 06mme,1'01al and t1naDolal transactlon8 d1reot17 

or lndirectl, beDaflolal to the Axi800untrle•• 


'!he Baak tor Intel"D$tlonll1 $ettl...nts 18 owned by the 

centl'al bank80tGel'lll&n1. It&11. Francse, Selglum" an4 

Great Sri t81n, and. by- some bank1ng lnstltutl0D8 111 Japan

aDd the Valted Statea. .1t 18 qult. obylous, that oontrol 

ls veated,lll. therepresent-'lves ot the Axls countries and 

the Qooaple4 cOW1tr1.S~ IUfothel'lllore. (lermanl1s. the largest,

creUtor ot the Banlt for Internatlonal. Settlementao !be. 

German Governaent'depos1t,aDd the Annult, !rust,Account ' 
Deposlt.,ln whioh there ls'-probably- a large reve~slonary 
Interest 1n tavor ot Germ~1 aa well as a 41:rec~ Italian 
lnterest, con8tl tute, ' '1() 'percen; ot ther ,t()tal' l1abl11tles 
(other tnaa capltal and reserves) ot the Bank tor InterJlatlonal 
Settlements. ' Apart trom ~hJ4 GeNaDl haaa oontll\g~Dt
lnterest In the 'protlta ot the Banlt tor Illt4jJrnatlonal Settle­

, ments In' exoea8of nol"lDal"earnlnge.Wh1le the operatlng . 

polioie8 ot the Bank ma, Got be, 4.terml"e4 b1 GemaD1.1 t 

la 8ubJD1tted tbat aermaD71s'Dow, and expeots to be. an, 

lmportant benetlclal'7 direot11 an\1 1~dlrect11 ot the Bank's 

operat1008. " ' , 

. .., .' . 

Under an1 olrcUB8tanoea, the operatlon.ln EUrope of , 
the Bank tor Internat10nal Settlement8 advers.17'atteot this 
Government In the pr0880utlon ot the war. On Karoh ~l, 1942. 
tbe Bant' tor Intematlonal Settleaents held assets' ot more, 
tbaD.47~ ull10n go14 trano8 (32.'1 oent8 pel' 8Qld trane)-­
approxlmate17 $155 m1l1loD~ Included ln ,these assets are 
TNasur,- blUs amountlq to 104 1I11l10n goldtranos,oom.... 
merclal bllls and banker8' acoeptances aJDQUDtlng to 114 II1ll10n 
goldt'J"an 08t and o:ther bllls, lnvestments, and funds a~ . ' 

lnt,erest 
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1ntere,st ,am~UDtlDCto 183 mUlon gold tranoe. B1 tar the 
gr••.ter.MiI:"t o.t 'tae:se .00 m11UODgold tranos ot lnoome:­
ea:rali;ng 8i$8,.:t. contrlbute to the t1aAnolll8' ot tnnsaotloA8 
lD.$~~~p. 41reot17 orl1lCU.reot17 benetlolal to the Axls 
oo~t:n.s·. ' " ,. ' , ' 

. 'l'h. deoi6110n ,ot th.,,· 'fr••sun t9 4., the appllcatloc 
ot the :Bank tor In,terut10nal Settlement. tor a ·llcense to 
pa7 11 mllllon to the S1I1••,l1atlollal Bank do •• aotlm.pl,· that 
therea~.~" o~h.r 1mDa~at8, lnterests iA tbia transaotion,., 

, nqrdo8s ,lt 11Dp17 that·~heN 1s an, ot.her p~S8 ln ,tbis
t~s~'ct!on ~~ the repa1llent ot a deposl t'~ 'ttevertheless, 

, " the dra~QgClC?wn ot tlitt- a.seta, ot the S$Dk tor I~te,rilatlonal 
· Se~.tl~e4t. 'tnthl. co~ti7 would ot ~t.elt t.cll1tate theI 

e~~.q81·~Ja ot credit l~ ,ZUropeb1, the ~f1JIk, tO~,,~t.~tlonal 
S.t;t~em.ell'.o '~he !re.~~1'7 Department OanDO_slt..:, ttl 
a.pprO,Val 'to ,a ~s-~n8aotloA wh1ohmake'.l:Cpc:.8albl.e the extenslon 
o,t~·t.t;ol.l&l ore41t by the Bank tor Jil'eraatlonal 'Settle­
m.en~'s to tlDaJIlOl traDsaoUoDsln murOjIt. '" 

fh~r. 'ls ample evlele_oe that the' Sank tor InternatIonal 
.Sett~..en,ts has :been .,8t..atlo&117 draw1ng down lt8 'assets 
l,n ,~~'sooUl;1t)17tOr. the' plU"pose",Dt. removlastbea troll om­
control. 1fh11ethe Bank tor In'ernatlonal Settlements , 
h.ld,t~.O rD11110a 1. gold~ deposl ts, and bllla 1n Rew York 
on, Janua17 2, ,1940, thea. aS88ts have been' redtio,.d to about 
$21 ml1Uoa. We know tbat, ,'the Bank tor'International S8tt1e­
...ats baa attempted to lal~at. tl'aDsaotlQas lnvolvlng the 
~9ri, ot pl.! trom thi. oOuD~Q'J the8wltohiog ot gold
'betwe'en ,~h18 OOUD·trj aDd LatlA Amerloa, and t~. hol41ng ot 

, doll@:r, dep08lta 1n Lat1••r10an banks. ' 1'01' eX8JIlple. " " 
the BaDktor Internattrtnal" S.ettl••ents, reoent17 att.-ptea"
to ,tran/ster oertaln ot.\.'..:::araz111an.gold holdings to 
Argentlna.Appareat l1 th,e'BaDk tor ~tera..tlonal'Settl.m.nts 
teJ.;tthat, with gold he141n Argentlna 1t oou.ldetteot tran.... 
aotloa., wMoll,Brazil would notpe1'll1t. Br-.zll p"per-17
ret,Used to Idlo. an1 such transter. ~cll,sh1tt1Dg ot assets 
ln~ca~.s:11 detlalte plaDOAthe part ot theBaak tor Inte~ 
rUi~lonall.t,tlem..At. to 'escape ~. a.eteat 'the torelgn 
~8' oon;rolot ,t~.Goye_eDt and otother BoyeroJients,
oooperat1ng Vitl1 ue.OrdluZ7 buslne•• prudence sugge.ts 

/} . '{ t~t,' a 80,,Wl,,4' and, unbiased, baDk1ag ,POll0r would reqU1rethe
'V Bail1ttor Inte,r.u&tlonalSettlements to'sb.1tt 1ts ,~sset. 
• v from ,.,rap,eto the Unltt4. Statea rather tbali tQ draw' down 

~ .. 
lts sate hol41uss 1n th1,s oouatr1. " 

", . ,.' . ., 
,,~e4eoI81on:ot the,!reasllrJ on this appl1catlon 1s 

n.otdir e,ote4 against the SW1asJlatlonal BaDlI. Precl••ll 
the sam.,a.eolslonwould be a.dt'oaany appllcatlOA to trans­

,terothe tunda ot the 'Balik toJ!'. nternatlonal.SettlemeAts 
, ' 

~,: 

,to 
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to European lntere8ta. In the !lA,-memoire of theSwi8s 
. lUn1lter,. lt 18 8tated that the '1'reasU!7 &.clslol1 has 
deprived the 811188 Natlonal Bank of the ~s81b111i,. ot 
colle'ct1nglta deposlt from .1ibe B~ tor Inte:r'llatloQal 
Settle••nts. Obvlousl,., paJ1llent ot;th1s deposlt caD be 
mad.lna manner that fill be approvedb,. the fr,asur,.. 

levertb,less,lt muet be'~ eDlPhas1r..4. that thi. Govern­

ment ls'not the guaranto~ ot the l1qu1d1t, and the satet,. 

ot 'dollar deposlt8 In baDld.ng instltutlons out,ide th, 

United States. I).poslto~s"ho open 4011araCcoWlts "lth­
non-Amerioan banks assWI,.- .the •. risk 'Cha.t such· 40llar . 

deposlts mal have to be pald 1n thelr equivalent In 

other cnrreDclea. - . 

'!'he !realJUJ'l Department haa DO wi.. to infliot aD1 . 
wmeoessa17 hardsh1pcn ~h. Swlss Rational Bank.rn. BaDk, 
tor, Internatlonal SettleUlents haa total. aBset,a ot more thaD 
'1155 mlllon, ot which onll 10, perceniare held ln tlUe 
couotrl. Obviousl,., "the IuJ'opeaJ1resolP"oes ot the Bank 
tor International Set'le.enta are whol1t adequat,eto ettect 
the trans,ter ot $1-m111108 to the lVis,s,lat'ional BIDlt. 
The freasur, Department 1,sprepared to grant, aJl1 licenses 
neoessary to authorize the p8.J1i8ntot this dollar 'eposit 
out ot the twlds now helel 111 ....l'Ope bl theBaak tor Inte1"'" 
aatl0.nal Settlements. 

APPEHDIX' I 
.~ 

OD1tea.Stat•• As.ets ot the . 
Bank tor Interaatt'onal S'ettlement8 

(1U.lllc,D.a ot Dollara)· 
.',' 

Jan~aJ'l 2~ 1940··.· 
. Deposl te and bl11a . 18.2 
G914 11.'2,·0 

!otal 29.4 

Janua17 l~ 1941 . 

Depoalt•. 8J;\d bl1l. 

Go14· 


fJ.'otal 28.5 

Janua17 ·1, 1942'·· 
I).poalt8 and MIls 16..1 
QQ14 .4,0 

i'otal 20.1 

·Aprl1.30, 

, " 
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.. .l.prl.l 30~ 1942 . ,
I).po.ita and billa 
Gold 

'total 

, ...~ 

~. , 

'. 
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APPDtDIX II 
, .'

'aANl: roRIH!ERNA..rIONAL SETTLEYD!S 
"STATEMENT, or AOCOUl! .AS ~r KAMB 31, 1942 

(In SViS8 gold 1'raDC8 (u.n1i. of 0.:890 322 S8. togrammes tine 
, '" gola.) (Art. 15 ot, the, Statutes} , 

f,roent 
1:- ,GOLD IN BAaS 8.9

II-	 CASH 
On 	 han4 and OIl" ourreni 
account w1th Bank. 32,962,45:3.81' 

111- SIGHT' rues at 1nterest 
" , 

16'MO, 5460,99, 	 I 
IV- RPISCOUBtABLE:::"BlI:J:,S' 


AN1\) AGCDI'ANSU,' " 

,1. ,OollUlercl'al',"Bl,l.le\,8Q4 , .


Bankers t>;A,cceptance. 	 24.0 
2. !,r.,asu17 B1:11s; , , 6.3 

'V- fIHI J'VliDS',¥:,at't·l,nterest 
, Not ,.~c~.~Q8\;3:i~oaths . , 4.4' 

VI- snBU BlmS';dl)~~IHSftDl!S 
1. l(atur~~g;,,;\f~,th1n 3 DloDthe ' 


, S~drt~':+ay.'tlD.~t8 , ' , '7.. 856, 216.35 ' 

2. 	B'.iwee~ If 3:a.n~,6. 'aODthe 


Stm4W l'l?ovf)'~tment. , " ,35;799,6520 38 

, a,. Over 6'menths , 


('a) ,TreasurY,BiUa , 74.464,,83Q.~2 

Cb)s,uridry1nv8s'ments 
 ,31,843a10e,U 219962,8()t;59,. .,

V11- OTHIRASSETS 	 , 
I . 
' 1,83. 

. 
9ft.08 

, 

476,646i135~38 

II.... BESERViS ;,,:! ; , 	 , 

10 	Legal Resene J'uAd "8. 78Q,,203.,15 '~ 
2. 	1>1vla.ndlleserYe .'fund ','. 4,200,5180 '13 
3. 	Gen.~a1. R.aerv.fUnd 1.3..342. 650,U 

23. 323"a92.01 
Ill.... 	LONG fERKDEPOSI!S, , "':, , , , 

10 Aanu.lil.!rU.st Accoun. D8P081is_606,250.";';" 320,0 

2. 	German -GQve'rDment Depoelt" ,76, 3Q3125,';'" , ' 160 0 
:. ' , ' ., 	 228 9093"16.­

IV- SHORT 1'liJIH ','AN]) '81Ga" DitPeslf& ' I 


(various ourrenoiea) , 

10 Cent'r8.l Banks tOr thelr 01111 

, aocoW'lt:: ' ' ", 

(a) 	lot· e:z:oeficl1nr a month, 3.9e$.9oG.-C\ . 
(b) 	Slpt " 13,364. 565,\H ' ' 

, ',', ,. ',. ' , ' " ,.' 1'.823,465;._
2. 	Oent~~ank'; tfjr ·tUaooount ' '\ ' ,~ 


ot others.:, . 

8lght': ' " 	 0.3 

, " 

3. 	O~.r 
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Percent 
0.0 
1.0 

.' 

Hot.: ·Earmarked &'Old held .1n custodJ~·tor.. the account otCentr&iL1 BaDk" and . 
tu.rlds held tor the 8."10eot 1I1t'rDa$~~na1 LOaDs. tor whioh "he Barlk Qt
Internatlonal $ettlaenta 18 !Nstee or" r180al Agent, are not included 1n 
the above Statement. 

, '".. 

, ., 

,< . 
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APPENDIX III 

EXTRACTS FROM THE 
STATUTES OF THE BANK FOR INTERNATIONAL SETTLEMENTS . . 

Art. 6. The subscription of ·th~ total authorised. capital 
having been guaranteed in~qual parts by the Ban~ue Nationale 
de Belgique, th~ Bank of England, ~he Banque de France, the 
Reichsbe.nR., Banca d I Itali\a,' 8 banking grolip represented by . 
the Industrial Bank of Ja~an acting in pllqe of the Bank of 

~ w ... p t· '& C ~ N Y k thJ a.pan, anc. dessrs. '.1 ••..• "1!10·rg8.n '. ompany or e'W or__ • e 
First 'National B8nk of New Xork, Net,,] York, 8.nrl the First 
National Bank of Chice.go, dr-iice.go, the Bank mey begin buslnes s 
as soon as 8. minimum of 112,000 .shares :t}as been subscribed. 

Art. 15. The o'Vmership of shares of the Bank carries 
no right of voting or representation B,t the. 'General ~~J.eeting. 
The right of ~epresentation ~ndof voting, in proportion to 
the number of shares subscribed iri each country, may be 
exercised by the central bank cif that country orb, its 
nominee. Shouhl the central bank of any country not desire 
to ex.ercise these rights they may be exercisedpy a financie.1 
inst1 tution of widely recognized standing and of the SaITie "ne.-. 
tlonali ty, e,ppointed by the Board, and not objected to by 
the central banJ.~ of the country 1'n question. 'In cases' where' 
there is no central bank, thise rights may be exercised, if 
the Board thinks fit, by e,n ~pproprla.te financial instt tu­
tion of the coun,try in quest10n appotnted by 'the Board. 

Art .. 27. The ad.minlstrs.tlon of the Bank 'shE.ll be 
vested in the Board. 

, Art. 28. The Board. S118.11 be compo~edas follo"'Js: 

(1) The Gov~rnors t~r the time being of the central 
bo.nks of Belglu'TI, France, Germany, Great Bri,tain, Italy, 
Ja:oa.n and the Uill ted States of America, (hereinafter re­
fe~red to as ex-offlcib birectors), or'if any of the said 
Governors B,re. uni,.r111ing jr 'unable to hold offic e, their 
respective nominees (hereinafter referred to as substItute 
nomlnees) . " 

Thet~nute .of office 'of a substituten6miriee shall be 
t-Ti t:bin the discretion of the Governor by i~holTl he is appointed, 
but shall terminate in 'any CE'ttle wheri tha.t Governor vace.tes 
office. , . 

"" ,

Any ex-officloDirector may e.ppointone person as 
his alterna.te v.rho shall be ent1'tled to attend e.nd exercise 
the· powers of a Director s.t meetimrs of. the Board if the 
Governor himself ls'unable to be present •. 

(2) Seven 
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r (2) :Seven~er~on~ rep~esenta~1ve of t1nan~e,.1nduatry 
, or cOlIlmerce, :appo1nt,edone each by. t'he Governors at, the central 

banks' mentioned in sub-olause 0.) and being of the sam~ nation­
ality, as the Governor WhQ'apD01ntB him. " 

, ' '.' - , ~. ' 
,I " • 

'During the, cont:1nua:~neof the. i1sb111ty of Gerfuan~to. 
pay Reparatfon annu1tl'es\ two pars'ons of Fre,nch and Germari 
ns,t10nallty ~esp~ctlvelY.;,!'repre,sentat1te ot',industry or Qomc£lerce 1 

appo1nted by the Governo-rs. of the Bank· of' France and of the. 
Relchsbank .respectIvely )~i f ,they sodes1re., , ',' 

. ... 

~The rest "Of th1sarticleon d1rectors 1s om1tted.)··
. " • , to 

'. ' Art. 53.' The yearly~etprpf1 t s of :th~~Bank ehal:l;. be 

applied as follows:, " '. 


(a)LLegai Reser~eFung,7; (b) 7Dl'v1deridy;'(c) /jurther
'.' ', .. ,. '. . , . 

d1v1dendy; ,(d) ffieneral;':f(eserve Fun§]; 

" (e) . lias long as the ~laI{ls 1n foroe .any ,rema1nder, of 

th.f; ne~ prof1ts after meet~n:g' th~foregolng reqUirements

shall be~lspos~a of as 'rbll'ows: ". .,
I 

'( 1) as to seventY-f1v.e percent .to,: such of, the Governments 
or central,banks of <;}ermany and the countr1es ent1tled. to 
share 1n the annui.t1es' paYable under the Plan as have main":' , 
ta.ine(l, time deposi t~ at~the Bank subjec't. to ~'lithdrawal in 
not less than five year~ 'fro!!'l thet1me of deposit or after 

. four yearsonnqt"lees";th-fn one year'anotice .. Thlssum. 
~ha.ll bed1stributed annually 1n prqportion to .the size or 
the deposits ma1nta1ned by the respeC.ti ve Governments of' 
central bE!.nks in qUEtfBtl:on .. " Tp,e Board: shall, have the power' 
to. determ1ne the minimumdepos1:t whioh: would. Just1fy the 
d.1strlbution provided ':(',o'r:,.. ,,' 


.•. .. .'
" 

(11) as totwenty":'five perc~nt~'astollows: 
If the German Government elects' to,makes long-term 

deposi t with the B!;ink wi thdrawable onlY"on, the terms specif1ed 
under sub...clause (1) above and :amounti,ng to the m1nimum ,sum 

. of 400,000,000 reichsmarks)' thesa1d t¥enty...;;f'lve percent . 
.shall,go' into a Spectal .Fund~ to be ·used to aid Germany in ' . 
paying the, last. twenty.:..twoannu1 ties provided for 1n the Plail_ ' 

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

.If .the Ge.rman'GOvernmerit 'elects to~ake such long-term'. 
depositarhountJrig to a sum.,below 400,00°1°9° re1c4smarks., 
the participation of the German Government shfillbe reduced 
in 'proportion, . and the' balance sha,ll'oe. added ·,;to the seventy-, 
fivepe.rcent. referred t'c :in si+b-c1B:-use, (l).'above. 

If . 

." . 

"Zf2526 

, .' , 
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If the Germe.n Government ele'cts not to make any such 
long-term deposit, the said twenty-five percent. shall be 
distributed as provided in sub!.clause (i) above. . 

.. 
The Special Fund referred to above sba.ll carry compound. 

interest, reckoned dn\{\n annual bs.sis, B.t the maximum 
current rate paid by the Bank on time deposi~s. 

If the Special Fli.rrd ~hould· exceed the ar.lount required 
to pay the last t",epty-two annuities, the balance shall be 
distribut'ed among the creditor Goveroments 8,S provided for 
in the Plan; 

(f) at the expire.tion of the perio fl referred to in 
the first paragraph of sub~clau8e (e) the disposal or the re­
mainder of the net Drofits referred to in sub-clause (e) 
shall be determined" by the Genera,l Ivleeting on the proposal 
of the Board. ~. 

" .', 
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'," . f:';- r· 

In reply refer td June 11, 1942 
FF ",,~ ¥. 5 f.~ -,:' ~:., ~ ... , it t~! ,L 

',.' 

,:··~··:·.:~~: ... i'~. ::,1: 
: .... 1.:; ; ..~:;:•••.• t':','· '~';';'l -.:". ",,'1 ',:, 'j" , .!",.~ , , ~ '. 
'My":'::a\~;~i'tl ~M.r. 'f)eeret'ar ,:'). ,".: '." 
k:'.•. 4' ,,;.v·':;,' ....n t.:,:;;:' :~·'E:E:,t)::.:r~:- .,!..i::-: ",' ,.. . " : ,:, i:. 

I.' ..' "D.U:Irfng: \.~.' :YrJc{~'n"t' ;,,'1'1ft· :O..f ';the"Sw:f's s0:'}'1~:Jii~s ter.~';'; .. 
·Mt;~" ;B~4gkui:anrf~": '~~ri~"Mf~ " '~;1:er: !df ltbJf' ~sW'r:;s g' iN"{,tti'lb,ha]:" 
~~B1f'v,::tne '1~rin1st~rre'.ipr. 'ecf apprecn:'s:t:f6ri'of it-he recent
action 'of th~ Treasury Department in perm1tting the 
transf.e~,q,t: ,,$1.,,30q,000,fr,om th.e Swiss blocked' account 

:t,P ~~~~~~~i:;~;9;J~~~:;~:~i'~sw~~: ;M;~'1:i:1:~:~di':,i .'. ,c 

'}ltf~'~-cta\rt1er brought up the question of transfers from 
the account of the Bank for InternationalS§~ttlEments 
to the acbbi1:rit"'ct;'trie':!SwiSS NS.tional Bank wl th the 
Federal Reserve Bank of New~York. There ls enclosed 
a copy of the a1c1e-m~m'ofr'e' pres'e'nte'd by t'ne :·SWiss 
Mini~ter on this subject •• 

't -....4 

The g';viss National Be:nk ind~cet:es:>that it has. 
several dollar demand deposits wit~ the Bank for 
International Set tlements :'·lil.:: Sw~t:ZE!rlL8:nd~,j' a.nel 1-1i6he s 

"$,1,to reduc'e these depoei tsby tre.nsferring ,000,000 
·"frOlli, :th~, account of the (Ba:nk for Interne.tional 
'., S'ettlein'eilts w1th the Federe,l Reserve. Bank of New York 

to lit,s. account with tl1esame be.nk. The Bank for 
Inter~A~19Iik}2:~i:~tt1.em'ents is ldlling to permit the 
'l.-li thdra'tllTal' and' tl;le Swlss National Be.nk is apparently 

preps,red 

The Honora.ble 

Henry Morgenthau, Jr., 

Secretary. of the Treasury.' 

\ 

\ 
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prepared to accept the transfer in earmarked gold to 
be held by the Feclerel Reserve Bank for the duration 
of the war., .. 

. :~'f' iJ:.:;t appears that app:p,ca.tions oil' the3,~;wJ.S:!'t Na~lp:pal 
Bank to effect this tran$fer were denied, although no 
explanation of the policy'; of the Treasury Department 
was given. It is assume.tl. that the Treasury ,Depe.rtment IS 

actions were predicattd_on information"which is'ndt 
contained in ~he enclo~ed aide-m~moire. The . 
Department of state '!,!.fould therefore e.pprecie.te being 
iadv:}Jse:dtb:f. the:ll'e!SrsiQn;s underlying the -policy' adopted' 
by the Treasury Department, as it would appear that-on 
.~he })f.u:r1'1s~!(..ofl:\ the: fgt:ve.n:'i~f:i~cts;!,;~ t'hf:l;: .~~;~A~:f~I) ,r~.ft~!:r;red to 
:;Wbul~d"ll~:tr:;:he) ;in0:.urj!{),~.s (t;9.n$lq:E;" Vf~r \~'f.;lq,~;t;~9.!f .:.~l'}~~" :;'':: . . 
'·k·o··u'nt~,.,T).'f~ ~'~-,'.. ··l.;...';;:·,:.·.{..·.; ..,..·, ,.. ,0.' '.:.'.• ,'':' ,"'.: ...... . T' ". •..............
'" ."J- - - ., , _ - _.~. -;:·~·i~{~ ~ ~".i \,: :1, .:~- 0 -,- ~.. ~"" ':') 

'~' ::;.;:~,;! :~!~~WOu].(!~:~:~'~~~~~ie Q'irJ~~'d:~)~f .:~~~::i~·~;':~: :~q~f..'~'hi;:;':~: .,:,,~~' 

';!J.'.reasuF~rme.p8I!Ftm:enttt ,could be .received at an. early aate 
so that an approprie.te reply may be made to the St.;iss 
1'4 i ni s)t:eltrl I;:: ~,~,~ v ,:.:~ :;. , ,;, ,: '; ~,;;; X' ,,' 

., ::;. > ~) t; t~~ I\ . ~,:~ :;~. ~~:., L - :'.~, t~ 


~.stn'c eJEe'lY1 nY':o.U.r:E1, ;" 


DEAN' ACHESON 
r·, t·l;.j.:. e.;:"*~~' ~.: ',:: :~, /:, 1,:. "':. ~~,.:':: '~~. ';, ..~. : .~',:;~; 

-'\. 

"':,;:~.e.~ist?.l'}t S,.~,9re~:a,+::y r 

;. ,.~\ ..: 

(; 

,~' .. 

fJ.: :::{ S~i~.;Ciy' " 
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'2.40.51 Frozen Crec!.i ts/6853 

L~GATION DE SUISSE 

Washington D.C. 

: ''', 
,~ " 4 

,", . ~ . '-'. ;..:,,': - '.'. ;", ~~,;:,~~. '~. :.":::' .. .' ~. ;.:; 
, .' ",i. ~';, ,l; » , -' ' 

J""'/~ ",,",.,'''' ' ~~'.;.,' ,~':):": , > .. ~k,.,';;.':" i:':'''C ' " ':J~' - -1' ;, .<'''~I-'.. 
,:,',! c; ~: 'Fqr; some! ,tl'nfe',the lBanque, ,Nationale S'ui;s s,e, haet' :ent'er­
,tlifrie:d wft;h:;'t'he~ BE.tn:*~ ~:eor,",IrfternR,tlO,nal ,.Se(tlements' In 
!3~,s:l~e" :two 'd'b'lY]ar ,;:a~ccoun t:s~ on ,which 'fhe.Bn;. 'S ••, :paysa' ,', 
:currentftFterest. (: 'One,:,:o.f:.}the~re"·,acqqun,;ts ,r:Qp8.rieQ S'ept'~¢-:, " 
,p~t:1.~:40', :!:f'~ :::8. ;'d'e~;andd~po:slt ,account" 'cE+il~'bleon!,:EDgh~ I. ' ' 

f,,!,r,:.e;fl' amO'i.uit :b;f';$l /69ff>:i'o.O.o; ~th.fil8eQqhd onels. an' account 
dall'able e,fter three days sight, e.ncl amounts nOvl to ,,',\ 
$1,3.0.0, O.o9~. 

,... : ~. ) ;'; ':,:,~ " :,~..:. r \ .~\', . _, .; ',' ~'!. _,,::.' ',"/";"'," ,:,""'.", :' ,:", 

'<r:ri :"'Fe'brtli'ary~]:9'42 F~:the ,Banqu.~".t'Ja t1<=!nale'Sufss e ,d,.§­
sirous, to:~edo.ce~t:Pese;a:e:po s1:t s""askerl.,the ,:Ba..r!qu~,!:f9.t,'·, 
Interi);at~driaJiSettle!ilents t.orepay $l,~OQO, .oO'Oqrt ~h~'~ ~ight 
account/'by;;,t:hir1eferrtng ths.t sum to the' Banque Nationale 
SUlS"I S dollar,account with the Federal Rese~ve Bank in 
New,: York'~. :An _application for, thi.s transfer waS imm.edi~.,tely 

", ffi9-de', 'tJy", the";'13:ar~ S:~~~ thrbugh. the Ft;lderal Res,erve ,Ban~ l?\:lt", 
.. the' Titc'ense fo:f"·.tne:tre,.nsractlon,. was', re;f.l;teced by ,the, Treasury 
Dep'ar~frte~t:"6h- 'F(~brua'lW' '2:Ls,t, w~ tJ:r9ut ..;a~y :in~i.·c~?-:t1oh., of motive. 

',~ ,~" ::''', :f: J - ',••,: .' .. "'~. [I .• 

, "", ' ' . , "', .:' ,J. ,\,::'{> '", :i," " ":>_""" . ' ,", ,"; :- ' :. :~, ",' 

j :' J '; Up6':rr ihstr'u'ctlons' from>~u:rJ911j);: there.prt;ls.eq,;tat i-le 
, ,bf" tntf Bahque'\Na;tibna:l:e' ..Su:t~lseln,Ne:W"Yo,rk :askect"the Tre£.­
~,~UIZ?lri )i"·:cdhver:satlon· t-il4;h ,Mr. 'jo!hn:W. PeH:(" "to, recon- , 

,'sider'i ts' dec·'lsYon:. , ,''He.,'ga#e theass'urance,the.t, the. transfer 
. 'i::n"drs'c1.i~fS1:dn·1::'llad~ cnoth1:ng>1mcommonwlth a:no ther. t.r~?nsaction 
oet~'eeri: 'tne'''sam'e>banks,;> madeln.May,,19'41: .. ~::ti, therce,quest 

"of :'the 'B.r~'s::. ';wntchatthat t·ime',had;".-ir~tended "to 'ifell 
,'~'dq;l.'nlrs :;ag~f~hstiiswiSS f*africs, :to:B.a:nqu~',::Na'tlprial~.:;Su..is~s.e: 
Irithe .' ~:rahs'a'c"tlonv:6fil"1B:Y '1$4~~~,' :;for, ,Jih1,chthel,.1ceri'!3'e 'has 

.:ne..v.e. r .bee.l} "gra:nted j ' tfue tnttiativ;e,' c·am..e, from,.·::the."l? . .r.'~',$.~ '; 
v:h~,chr:fdr '·:re'els'ons:unknpwn:here.;, ,,,.~anted t.o buy ?~l.~;s :,' 
fran?sag~lnst dollars. This time, the tni t1a'.tivebelonged 

,to the. Banque; Nattonale,.'i·Sutsse which,wl-shed, to be prtlally 
:. :tepaici 'l;ly'r;t~'debtor .",'rhe"t.wo tr~n'sact10n$'i' are,,'tnerefore, 
':ira(l1cHdI~:;differEmt' 1m their,: origin and :in their aims. " 

, Ip. spite of this, the Treasury Department, after 
rec6ns}1c,EJ.rlng, the matte:Fi",:'copflrmed :1. ts first refusal and 
suggested that the Banque Nationflle Suisse ask the B.r.S. 
to repe.y the wanted amount ir~ gold in Swi t.zerland or in 

, Swiss francs. This, the B~I.S. refused to do, declaring 

its 
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} \. : ... )' '<"":" ,~'\!~
ite't;in&btJ:tty to settle its dollar debt in' other exchange 

,or in gold but confirming its ree,dines s to repay in dollars. 
, .' 	 , ",.l 

In an endeavor to find B. solution satisfactory to the 
Banque Nati0ne,.1eSuf:~s~:::'~nd(.'4p,,·tne !I'reasury ,Mr. Gs,utier 
indicated th9.t:, if the ttansfer ','lTer~ authorizec;, the 
Banqu~,~a~fonale Suisr\e~would probablby 'ge willing to turn the 

" d9f)?r'S,',p~9:e~yed:!'lntc)<; gol.d,:and",1:9: le.av~ thi,!?, ~019, at ~he 
,Fed:er'al"Reserve Ba:nk fo~ 'tlle,;durati,on,,6f'.tne' war. ThHl'\' pro­
)?~6.~~~,~,,:, ,Wa,s ,,~§t'de"'ion:·Jl~prl~lJ:. '24t:h,:d~Y.:~:.1;ia!se~' r:e:}~b,te~~!; ~~< the Tr'ee.­
s,!>.r.t·6!l~fe.y:' '2:3r'd in': 'a:' l'e:tt'e,r,of ,~i;:r .• ,Pe,qle .In,t.q,f.:'' Ofo'llowing 

;t::e,;:rm".'~",:'''' 	 "' .., ' . ,,;';;:: :'":';;',,,,:,),; \ ':, ,;,::""" ,~i,i"',,,,:' "';, 
, .::.: '')- .:'" .~ • 	 , :\~':".J,'<;, ,,',~~ r,:~ 

,<,;' ~ ':',::l-J ,::',~irTHe ~app:tl ~:~~;ton:; ;fo'r, a lld:~rr~ie::t~{ e'frefct' 
, "~uch'a transfer has been' 'redonsfdet~din'ihelight 

,qf vyqur letter, but it has been found thl?t approval 
,,' ""t1)ereo'f':"wouiti':;riot :,be 'iR:C?:C,co~d,ance;,\with the po~lcy

of ,'thi's' ~',De':)artment "," ," ',' :,', ~'"'' . ',' ," 
~~ '", ·,::·(:;;;·~".,,;~~.'~:~~·jt~1..1 ::,,;,I;?'-:~: ,;~,', :~: '", "., ":,~' ,~".', ".~.,,~'~' '~.: , ...... ,., 

:~:' ~,,:,;,;)~ U~s"i16t ;'eJ:earr:!ml/(,a', rep~y~ent :::9f':~,$1;O()() ,:000 by: the 
];3,:, I.S ,,~, .',' to "~he;Ba,nque;jNat 1opa+~( Su~,~ ,$.e.:,ca#:: ~fr \3,~ t" the, ,',:po11cy 0 f 
, ;th,~ Tr;e~,.~ury p,e:p,artment" epd,! itr';'~ s 'npr jing~f~~tan~labl e ' 
;lfpw. a:'~,r~,!1s'fe~' :o.f funds:'MThtcp :1N0ul,d~; 'i,'e,~~'tp,up(ler, the ' 
',c.o.n.t,r:oldf the F'e'de'ra:i;:Re;s-erv:e ,Bank; in theacc,o\mt of a 
'i{eiitr'a:l:'ce'nt r'ic,:i> bank' ca'n,:, ~e:c'qnsJ,~ er:ed"i'ricp~pe.t<}b1e" ' " 

l~Ji th",tJ'1,8,t policy but attelJ,t1on is ce':lledto the<fact ' 
',;that:::bY' t~nf8':;:'i:1ed;ts'tdn J.thel<B'anou~!N.ational,e qMi~,s~ is 
"~q~prly,6u;"6f' ,t'ne: '~PGSS',1:Qf:1 :tt:,yt fO fLc oJ,. ~e c:t i rig ~r:t9' ;aue .':rn 
''tl;t~ 'p~~.serif:c"~ntr1t:U0:ns !!pr~vai~i:t:lg ;'lnEurqp'e',1t . j': S' c e'l'''­
,:',taJ.n+y ~:I}Q~t"i~'e*,aggerated'~:tp'"say ,tl1[;l;t ,tl,ie,f'u:t\ife oJ the. ..'" 
';iJ?~~,+';:$"~:ls;uncertain~',' 'Nbb'&dy .canf6r;e'$ee, lNlf~ti t's. assets"will 
',:::De,:'~Iij':rth"after the war;,:, ,'If:i,ts"creditoI'e CB.nnot' 'be . repsJ:d 

.;; i:t:i:,. f'fill~: F~~'~' i¢s~ sus t'ai;ned~'~y.' '~~e ':'~~*q~:e .,N~:tJo'~~;:t:ei ':Sui s se 
, wl~:l' Q'~" the' result·' of>the, refusal oP'Oosedqy. the Treasury 

:: 6; 'tp~;'?pp'llc~tloni fbr./ tranefe;r .. ~uPfn.1t;tedPy; thEr:debtor. 

,! ,: :c'.i':'.'i~ :~~;~','~:;,'::t';. :;"'; ~>:''. :; >', .,'i':!""',~~' .," , ' 


i,'I"r'l,sti'9P' ~1,r.cum;sitance.:s'iLithis refusa.:r giy'en :without 

,~,B.,ny .):'l,l'stfflcat''ibn''.'i!s., irfc;OU1prehe,nsi,blea:nrt '8.r'~vie"J 9f the 

.:,::..ca,s:e1,.rbhJ.:clf' be" h'ighiY.:; atmr.ec1a:t'e(:f.' .. ,' ~ .. : " . 

: , .., f' '" :".' t t'. {;~. :::: r"'\~: ":; ., t:; '. '.' . ','.. "", ,. 

X' ,:? .:~: ~ ~: " ~,. (;: t'1 \' '",' ' :: ' 


'" ·~!.!!s,h.lngton, D. C_" "itine ,'3, '1942 
,'. ,:;, ';":J,,: •.t t f': .', "~";:.I'~~) ',' '-'. 7:;, ~~', ,",'. 
" .~ ,',; 	
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TELEGRAM SENT 


II a ~rn., 1942~To. : Department 	 .Date: 

", No. : .@_.582 
" ;.' ~ " 

Code: CO!l.fide!1tial. 	 Charged to: '-. , 
; 'I. 

PARAPHRASE 

0000 

CONFIDENTIAL FOR AssIsTANTSSCRETARY ACHESON. 

I have ,been asked by McKittrick to convey to you the follow­
. ing confidential data with r~spect to the movement of free ex­
change between the 8.1.5. and the;Axis powers, including occupied 

, and controlled territories, with the request that it be communi­
ca~ed by you in st~ictest confidence td the Treasury and to the 
Feder~l Reserve Bank, New York, in connection with the cable 
which the B.I.S. is sending to the Feder~l Reserve Bank, New York, 
which will contain additional information and will request re­
consideration by, the Treasury of the refusal to license re:)ayment 
~f deposit cir one million ·t~ the Swiss National Bank: 

During the fiscal to JlJ:arch 31st, 1940, Germany 'transferred 
to B.I.S. in free e,xchan[~e' as interest on sums loaned during' 
the first years of·the bankts existence the equivalent of appr,ox- , 
imately $2,8,+O,OC)0, 26.4%{~:t;which was retu'rned as dividends. . 
Correspondinff figures incl~ding Italy .~or.yeat to ~arch ·31~ 1941,:' 
were interest transfer'red' 3,120 ,OOC), 27,4% 'of which was repaio·' 
to Axis. The Board memb~ers are ,novJ consIdering the proposal' 
to pay the usual diviJend ,this year ar:d if ap1)roved the fi'!ures 
will work out'similarly t6 those br last year. In this mann~r, 
aDDroximately three-quarners the interest paid to the B.I.S • 

.	b~6the Axis~~pr~sents a net 106S of exchange-to those'cou~tries' 

and the dividends paid, to Allied countri~s represent a corres­

ponding net profit. 


HJ~RHISON 

" 

H.3B 

'" .'; 
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IN REfl.Y REFER TO 

FIl..E Nc85l. 6 Ack'd by form· 

I.it M~l:JW.ir'! . .TH~ FOREIGN SERVICE 
\I OF THE

t.ll.,' A'I~:j' n~j~';;; ;:,,'
1r1/m 

. UNITEpSTATES OF AMERICA 

AMERICAN CONSULATE 
Basel., Sw~tzerland, 

Maroh 24, 1942. ' 
CONFIDENTIAL " 

.. . . 
The Honorable 


. Leland Harrison, 
; ). 

" 

Amerioan Minist~r, 


Bern. . 
 ~~' 
~~.J..t...'\' ' 

Subjeot: Neutrality of t~e Bank for -'.\ 

International Settlements. 

Sir: I have the honor to .rep.ort as follows: 
Mr. Thomas H.MciKittrick, President. of the Bank 

for International Settlements, Basel, when approaohed 
by me this morning in·oonneotion with the question
raised in the House, of Commons a day or two ago re­
gar~ing the neutrality of his bank, took oooasion 
onoe more to emphasize the non-partisanoharaoter.of 
the Basel institution and th.e. general intere'st in 
keeping it neutral. Mr. Mo~ittri~k ~ook oooasion 
to mention his refusal sOI)le,\time, ago to make a 
$5,000,000 short term loaIfto the Germans to tide them 
over a' oritioal period and ~he' good graoe with which 
Berlin aooepted his deoision. There have been no 
reque$ts for loans, sinoe,. ~he said. Mr. MoKittriok, 
moreover, deolaredthat ~Ir.~Paul Heohler, the German 
Man'ager of .the Bank for International· pettlements,had
just returned from 'Berlin and had brought ~ personal ' 
assuranoes .. from Messrs. Funk, Langer and Puhi' of .. 
Germany's interest and desire 'to maintain the neutral 
oharaoter of the Basel.· i;h~titutioI+ and .their. readiness 

. to oooperate with him ~n\ the matter. 

Mr. MoKittriok took.oobiiSi,on to deny that ,any 
attempts were being made at present by the Germans in 
oonneotion with gold transaotionslnvolving his ~k. 

Respeotfully yours, 1.-.., 

*two years 

2 oopies to Department 
Copy to ZUrich. 

• Sholes 
Consul General 

212533' 
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Ack. Feb. 4 Ink 

THE FOREIGN SERVICE 

OF THE . 

STATES OF AMERICA 

AMJ::RICAN CONSULATE 
Basel, Switzerland, 

Eebruary 4, 19420 

\ 

J. Klahr Huddle, Esquir,e'~ 
Charg~ d'Affaire~ 'a.i. 


Bern. 


Subject: McKittrick to Remain President 

of the Bank for International' 


Settlement's 

Sir: 


l'havethe honor to report as follows: 

According to Signor Azzolini, Governor of the 

Bank of Italy, the Axis Powers rather than venture 

into the unknown with neutrals who may have axes 

to grind, have agreed to the continuation in office 

of Thomas H. McKittrick, an ,American, as President 

of the Bank for Internat~onal Settlements, Basel. 

Signor Azzolini passed through Basel last week 

,en rout.e ,home from Berlin, where he had b3en called 

for, consultation by the Reich authorities, on the 

subject owing to Ameri~,a' s en;try into the war. 


'.' ':' 

A proposal whichtirstmet with favor,namely, 
that an Executive Committee, cOlUJ?osf:?d of Mr. Ernst 

. Weber, President of t·he :lVIanagers of the Netional Bank 
. of Switzerland, a.nd Iyar Rooth, President of the 

Sveriges Riksbanks, Stockholm, together with Mr. McKit­

trick conduct the affairs of the bank was finally

dropped. 


It was ~greed that Mr.·McKittrick was to be con­
tinued in office, bu.t tr19t the bank's communications to 
Germany and Italy must no longer be signed by.Mr.McKittrick, 
whose continuation as President has doubtless prevented 

serlous 

(? 
,.... 

1::' 


V) 
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serious complications for the Axis and British! Directors of this important institution. 

;

Respectfully yours , 
" 

). 

~~a~ • Sholeeru:elf:!fo:: Consul General 

./ 
, . 

2 copies to Department·
1 copy to Ztlrich. 

'. ' 

,/ 

I 

·1 
I 
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':,.'" ~,,'. \if i ~~! '1',iI tth ,i; 
Ack f d by form. 

I,il IH,j Ul!i.it, " THE'FOREIGN SERVICE 
, , \ , ' 

I OF,THE " 

" UNITEp STATES OF AMERICA 

'AMERICAN CONSULATE, 
" Basel, 'Switzerland, 

._. Match 24, 1942. 
CONFIDENTIAL . ' 

The Honorable \ 
, Leland Ha:rrison, . ~ 

American Minister, 
Bern. 

Subject: 	Neutrality of the Bank: for 
International Settlements 

Sir: I h th'ave e honor to report as follows: 
Mr. Thomas H.McKittrick" President of the Bank 

for International Settlements, Basel, when approached
by me this morning in connection with the question
raised in the House of Commons a day or two ago re­
garding the neutrality of his bank, took occasion 
once more to emphasize the non-p,artisan character 'of 
the Basel institution and t~e general interest in 
keeping it neutral. Mr~. McNittI'~ck ~ook occasion 
to mention his refusal some;;'time ago to make a 
$5,000,000 short term loan:tb:the Germans to tide them,' 
over a critical period and the good grace with which 
Berlin accepted his, decision. There have been no .'.;. 

requests for loans Since,,; ~ said. Mr. McKittrick, 
moreover, declared that M:t;. -Paul Hech+er, the German 
Manager of the Bank for International S~ttlements, had 
just returned from Berli4 and had brought ~ personal 
assurances from ~essrs. Funk, ,Langer and Puh!' of 
Germany's interest and desire to maintain. ,the neutral 
character of the Basel institution and their readiness 
to cooperate with him in, th'e matter. 

, ' 

Mr. McKittrick took . .ocoe.sj"on to deny that any 
attempts were being made at present by the Germans in 
connection with gold transactions Jnvolving his ~k. 

Respectfully yours, ~ 

,~*two years 

2 copies to Department 
Copy to~Urich~ 

• Sholes' 
ConSUl Generaf 
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.4.ok' 9, by t9J."JII. 
, , 1'4 

I Voluntary 

ConfidentialI 
I 

To the 

. " 

American Legation 

Bern . 
----------~------ ~ 

; \ 

. '. 

", .' 

" 

PRESID~T THOWlAS H. McKITTRICK 
.AND THE RANK fOR II1TERNATIOl-TAL SETTLElV1ENTS 

Ba August 21', 1942. 

August 21, 1942. 

T~e following comment is offered on re~ent developments 
at the Bank for International Settlements at Basel: 

From 

American Consul General 

Date of"\ completion: 

Date of mailing: 

The 

21253'7 
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T~e annual report of the.Bank will be off the press
and distributed within .the next few days •. The report
will not bear the signature of J)./r..r. MCKittrick ,the Ameri­
can President of the Bank- this to'~eet German suscepti­
bilities •. A dip19mat:ical1y worded request had previously
been received att;he Bank on th~ su~ject from Ber1ih. The 
fact that the Bank's anhu~l report is a much quoted docu­
ment·thro~ghout the financial world gave rise to the Ger­
man request that this. 1ear!s annual report be made to ap­
pear as coming from the ~'President" ,w:i,thou~ the mention 
of Mr. McKittrick's name-. The preface ·of the report will 
be somewhat like the f01~0~ing: 

"The President of' the Bank for International 
Settlements, Basel, has the. honor to report the ..." 
Itis also interesting:to note that l\fJl'. Thomas H. 

McKi;ttrick's three year term as President of the Bank 
will. come to an end at the close of 1942. While eligible
for reelection under the Bank's statutes, the controlling
interests including the Reich ·have been unable to reach a 
deciSion on the subject to date. The Reich at first seemed 
anxious for Mr. McKittrick's continuation in office but 
its present attitude may indicate a change of sentiment 
on.continuing an ~nerican as President of·the Bank. The 
fact that the Bank's annual ~eport fbI' April 1, 1941 to 
lJIarch 31, 1942, will not bear President McKittrick's name 
indicates how the wind is bl;owing in Berlin. 

It is generally known supreme authority in the Bank 
rests \iViththeBoard of Directors. The President conducts-· 
the affairs of the institution under them. All directors 
have ~qua1 right irrespectiite of shares held by the Govern­
ment they.represent or. vb.tres engaged 1:5y. their centra.1 banks. 

851 .. 6 
WH.S/sr 

2 copies to Department
1 copy to Zurich 
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August 21, 1;:1<12 . "'.""~;:" 
~··t--'·I. I.---::.-)) J \\, .. ~~A-'l.l,.:..I,."I ...e..\\~""·Jt·· 

_...It~, ~ rJ ~.-:IJv... '-4,,,,"1 t _~"""~'"t""''''~~''''''''' , 
...'-.....~.,.. .-~'"~--''''' , 

Tom EcKittrick, who uad lunch-wtth me yest~rday, 

he,d recently seen the PreS1den't of the National Bank in 

ZUrich" Weber, and this, time had found him extremely: 

outspoken in his criticis\Q of the policy of our, Treasury 

Department respecting the 'difficulties that ~hey rut in 

the WB,Y of the Swiss in. using their dollar holcUngs in 

the Un1ted,l3tates. l'llr.Gautier, who ho.d been in Wash­

ington representing the Nationa.l Bank, hac, just returned. 

and Weber I s attitude probably reflects \yhat he had been 

told by Mr. (}autier. ' ' , 


. ,Tom also informed me that our Treasury had refused 

a license to the B. 1. S. to make use of their blocked 

dollars in the' United States for the pRyment of. interest 

to British, Ame:rican 'ancI South American holders of the 

stock of the B.I.S~ He showed me an exchange of tele~ 

grams ~hat he had he,d in this regard with, the' Fecleral 

Reserve BanI\: and with the Ba.nll:of England, the last 

telegram informing him that the rrreasury proposed that 
 -'-,.,.the B.1. S., should make payment in Swiss f.rancs. The ~. 

action, of the rrreasury in this regard had been very 
embarr<'l.6Sing to Tom, ashe cnd not have enough.pounds 
sterling to P&Y the interesi in G~eat Britain, and the 
Germans hadl"ecently indicated to him their de sire that . 
he should not use the Swiss' fr~ncs which they pRid him .. 
on what they owed the B.Li3'. for ,the payment of interest",. 
in the United States and .;the Americas. In that connec­
tion, Tom also said that "1;he, Germans were in advance in 
thelr interest payments on their'indebtedness to the 
B. 1. S.. , which they pay in Swis!'l francs and ,which amounts 

to about 10,000,000 Swiss francs per annum. Tom is writ ­

ing to Leon Frazer ~o inquire what his'position would be 

under existing law and Treasury regulations, if· he should 

take the position. that the B.I.S, had complied with those 

obligations in full by offering to pay the Arnerican stock­

holders with dollars now held by the B. I. S. in New York 

and wh1ch the Treaeur'Y refused to release for the pay­

ment of these stockholders. 


Comment. From the foregoing it would appea.r that .~ 
our Treasury Department 1.8 .losing no opportunity to ·obtain 

. Swlss1'r(l.ncs for our outpayments in Europe. 

L. H. 
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. AIR IlAIL 

Bern, September 4, 1942 
-;., 

, Dear· Dean: 
. ! 

. I greatly appre,clat.tf9. the thought ln sendlng me 
with your oonfldentlal letter of August 5th ooples of 
the pertlnent document~ tn the matter of theappllcatlon
by the Bank for Internatlonal Settl.sments for a 11cense 

. topermlt the transfer of $1,000,000 :t~om its accoUnt 
wl th the Federal Reserv:e aailkto lts acoount ln -the 
6wlssNatlo118~ Bank. . ~ --. . 

- In all trankness,Imust say thSt I cannot agree 
wlth the Treasul'1' s th8s1:s that the' B. I. S. ls an Ax1s­
controlled 1nstitutlon and an agentot the Axle, -nor, 
11kefI) and -~, dol agreewlth all the arguments pre- , ' 
sentedby the Treaeul'1. I take lt that thebas~c reason 
for ref'ueal of ,the 11cenaerequested 1. dlrected prlmarl1y 
to requlre the B.I.8., lfposslble;' to make-use 01' -lt~s 
holdlngs ln free currenclesto repay the deposltotthe
awls.s Natlonal Bank,whlch I m.lght sa1, parenthetlcal11, 
would appear to be a liabillty rather than an asset 01' 
the B.1. S. If my Ullderatarid1ng .1s correct, 1 t now re­
mains to be 'seen whether the.. refusal of the llcense wl11 
aohleve,the ends des,lred by ..,the T~asury.' If'my' under­
standlng is incorrect and YQU shoUld have a spare 'moment 

!. to drop me a 11ne, I should be very gratetul. 

Wlth renewed appreolatlon andklnCleat personal-" 
regar~s, . 

. ., ,,' 

Ever !iinoerely yours-t 

.LELAND HARRISON 


, ·'l'he Honorable 
Dean G •. Achttiga, , '. 

Asslstant Secretary of State, 
Department of 'Stat,e , 

Washington, D~ O. 

LH/ink 
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Memorandum 

October l~, 1942. 

Strictly Confidential 

Mr. McKittrick calle,dthis mOIDl-ng and spoke brief:j..y 

of his difficulties in fihdinS surne means of distributing 

to American shareholders dividends dUe from the Bank for 

International Settlement$ in the a~ount of about $70,000. 

The Treasury Department of the United States has refused 

permission for any transi'er of BIS assets in NeW York 

for this purpQse. 


1 Mr" McKittrick feels that it is the purpose of the 

Treasury on behalf of the American Government to enforce 

payment in Swiss francs in ,order that the Government may 


,obtain needed Swiss 'francs. Mr .. McKittrick says that ·the 
Bank has Swiss francs and that it receives apprOXimately.>"" 
1, 000, 000 Swi~3s francs per month from the ,German Government. 
He further says, however, that were any of these Swiss" ... 
francs to be paid over to persons in the United States 
the German Government, while not specifically having 
prohibited such a transaction, would im~ediately dis­
continue its' payments to the Bank, and·, the Bank could, 
of course, no longer function. 

. ..,
The Bank is, thereforeJ' in a dilemma a s to procedure 


if it is to effectuate the desired,dividend payments .. 


I told l'Ilr. IVlcKittrick ·.that unf'ortunately we did not "'" 

seem to be able to be helpfJ.;tl at this juncture" that it 

would not even be possib1'efor us und~r present conditions 

to forward a memorandum on his behalf Ip the matter for 

very practical reasons lH:t).ich I confidentially explained , 

to him. At the same time I poi'\1ted out that as he was now 

about to proceed to Londpr1 and New York I had no doubt 

that be would be able to 'present the matter to the responsible 

authorities there and if not able to obtain their 

acquiesance to his proposed me'bhod of payment in, dollars 

he would at least be able to find out from therD on what 

grounds they based their refusal. (1'he refusal of the 

Treasury JJepartmentto permit'this transfer is undoubtedly 

bas~d on the saIne grounds as those which we were informed 

of bY-ASSistant Secretary A~cheson in connection with the 

proposed transfers of BIS funds to the Swiss National 

Bank. ) 


J.K.H/.' 

J 
,r 
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ADDRElSS aP'l'ICtAL. COMMtJNlCAnCINS "I'D 

THI£ SItC:~BTARY OF STATE 
WAGHlNal'OH, Dw e­

! 

DEPARTMENT OF STATE 
WASHINGTON 

I
AIR MAIL 

l Dear L~land, . 

I have your letter. of Se'Qtember 4 concerning the 
reasons which prompted this' GovernmeIil'" to deny the recent 
application by the Bank for International Settlements to 
transfer ~l,OOO,OOO from'its account wit.h the Federal 
Heserve Bank in New York to the, account; of the Swiss 
National Bank. ' ,. 

So far as the feeling of this JJepartment is concerned 
. our de.claion, not to intervene with' the Treasury Departm.ent 
on behalf of the Swiss did not mean, that we subscribed to 
the Treasury thesis, that; if the application under reference 
were denied the B~I.S. might be compelled to use its hold­
ings in free currencies ,to repay the deposits 01' the Swiss 
National Bank. The primary considerations which influenced 
the Department are those set,forth in the third and fourth 
paragraphs of the memorandull1..,of July 15 addressed, to me.by 
FD and ll'F, a copy of which w~s among the enclosures sent to 
you: with my letter of August'" 5. Possibly some amplification 
of the statements set forth ~herein may clErify our position. 

As we saw it the onlyr'eason advanced by the 'Swiss for 
asking :t'or withdrawal 01' f'tirr:ds' from the B. I.S. was the fear 
of the Swiss as to the future of the B.loS. 'Thus the Swiss 
aide-memoire of June J states 't.hat the future of the B. 1.8. 
is uncertain and tha.t, nobedy can foresee what its assets 
will be worth after the wa:r~ It was in fear of this·contin­
gency that the Swiss wished to withdraW part of their 
deposits with the B.I.S. -'However, regardless of the degree 
to which the policies and assets of the bank'may'or may nqt 

be 

The Honorable 

Leland Harrison, 


American ivlinister, 

Bern. 
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be controlled by the Axis at the present time, it is a not 
impossible contingency that the AX.is lllay seize control of 
the Bank and its assets, direc·tly or indirectly, and operate
the Bank as an Axis institution or in the Axis interests • 

. If this contingency should come to.. pass· we niight tind it 
appropriate and to our interest to r·egard the B.I.S .. as 
an Axis institution and might under.certain circums:tances 
treat the assets of th~ a.I.S. in the United States as 
part of the general pool of Axis property in this country·
available as security for or eventual payment ot possible
claims against the AXis. ;11' it is argued that this is only 
a contingency the answer: ce.n be made that the Swiss proposal 
was to withdraw funds b~cause of fear of this or a like 
contingency. We could not·· see our way clear to ask the 
Treasury to deter to the Swiss on. the latter's request as 
presented. If we permitted assets of the B.1.S. in the 
United States to be transferred to the' names of neutl'al 
~uropean countries for reasons such as that adVanced by
the SWiss, creditors of the Bank in such countries would. 
be given a firet'erence with respect to the dollar assets . 
of the Bank to the possible detriment of the interests·of 
the United Nations and their associates in the Bank. 

'I trust that the foregoing will be of some assistance 
to you in understanding the Department's position. 

With kindest personal regards •. 
... 

Sincerely yo~s, 

Dean Acb:eson 
Assistant Se·cretary 
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American Legation.,\: 

B. e 'r' n. • 

~ 

NEW CHAIR1IJWl FOR TrH.: Blill"K ]'OH. INTERNATIONAL 

SETTLIDitH:NTS 


From 

"". 

Consul General 

Date of comp1etlori: November 24, 1942. 

Date of mailing: Hovember 24, 1942. 
" 

Mr~ ::1rnst :'ieQ..~.J President of the i3wiss Eational 

Bank, ZUrich has been depignated'Chairman of the Board 

of Directors, of the B~nkfor Int ernat~onal Settlements, 

Basel. Mr. 1:Veber will succeed Sir Otto Niemeyer, London, 


.whose term of office expired in May 1940 0 There was 
, conSiderable delay attending Mr. Weber's choice as the 
: apPo:i.ntment required not only the approval of the 
Federal Council (Bundesrat) and the Swiss National Bank 

but also that of the Cantonal Bank Council (Kantonaler 

Bankrat) which comprises all the Cantonal banks of the 

Swiss Confederation. 'Heplies from ,the Cantonal banks, 

beoause of their.large number, were slow coming in ­
hence the delay' attending Mr. ,'Neber' S o.esignatlon ,to 

the chairmanship of th'e' Bank for International Settle­

ments. Official announoement, of the latter's apPOintment 


is 

I 
I 
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is expected shortly. Mr. Weber's elevation to the 
chairmanship of the Bawt ,for International Settle­
ments, Basel, has not only thef.u11 approval of the 
Heich, but apparently will result 'in the reelection 
next month for a further period. of three years of 
Mr. 'l'homas H. MoKittric;!c, Americaij, as President 
of this interna~iona1, financial institution. 

; \ 

Mr. ~lcKittrick is, "at present in, London and, 
according to a te1egran1 received here Saturday, is 
expected toctepart for I'Jew, York within the next few 
days, where he inteI}.ds t'o relllaln for two or three 
months. ' 

At the Bank for International Settlements it is 
said that in the event of lvIr. McKittricJ:e t sree1ection, 
special travel facilities, vJi11 doubtless be made avail­
able by the Heich with Spain to perm.it his safe return 
to his post in Basel. 

851.6 
ViBB/db. 

In sextup1icate for ~ 
eventual distribution by 

, Legation, 

'. 
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Paraphrase 

TELEGRAM SENT 

To: Department Date: '~cember 16, 5 p.m., 1941. ,., 

" 

No. : . . 350 

I 
. , 

Code: 0-1 '( 
Charged to: 

.- \-\U3"'0 

Rush. GeB~&eBtia~and personal for Minister Harrison 

from McKittrick: 

"Without raising question officially I am anxious to 

ascertain if any legislation exists or is in prospect which 
....... 


a continuance of my present a.ssociations in Basel would 

viola.te. Since I am confident in its .future usefulness, 
"" I am hoping to succeed in brtnging the Bank througn. Am 

wri ting." 

~DLE 

,.~ 

Charge Mr. McKittrick. 

JKH/hsb 
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TELEGRAM SENT 


.1 To;' Department 	 Date: Janua.x-y 28, la' a.m., 1941 

No.: , '. Ie 
jco~e: bown 	 Charg.ed to: 

,

I , 

I 

Conf1dential. 

Further reference your- te~.egl'am·No. 13. Janua~y 21, 9 p. m.
I 	 . 
Following Butmitted as of pOBsible lnterest:,
I 	 . 

·1 1. ~equest' 'bJJapan.ljwe~eD. Ruman1a and others tor 


guaranteeot thel1~ d011arbalanoes ,have be;.n l'efused b)" BIS. 

I 	 . . 

\ 2. ·The gold stock ot th, National Ba~ ot Belgium· was 

.~latl'lbuted eq'Wllly between NeflXork, L9~~on and 1>&1'i8. Betor..' 
~he Gel'man lnvaslon. Parls gold was reJD9~~~ toraafekseplrig to; 

D\'akar unde,r the. eontrol.o£'~p.!;'!;~~k o.t~.q~9~;' Beoent1y the 
..;;( 

(}srmans l'equested Hatlonal~~n,lt'lJf Be~g~'@. ~.o 1nstruQt the. l'3ank 

. r~rl'e.nc'e ~o .~apst.l' .the~;""~ld t;'$~r,l~i1, to be he'ld'br:, 

the Relchsbank under assurance :,thatlt would,\ be sate and !leld
I " . ",<: ..... ' ". 
rOI' the aocount of the ~nk ot, fran()~.Wll:e,;~!~h~ Belgians
I ".' 	. ' " 
refused, 'the-',.Germans issued &" deoree on." December ..' !"-;!','{-"-;. -

19th..I 	 ,'- last-.' 	 . 

i . , 
empowering the German Oommlsaar at the. Na.t10.nal: Bank;qf BelgIum.
i 


L. - ,.' -', - - ';-':', 't,";' . 


to take an)" aotion on behalt .ot tbeBank.1 whiohwo1.UQ. be b1. ndlng 
i 
~n the Bank. if coUntersigned by the Ger-man mi11t~Y:l:luthorltiea 
. I . ' 	 \', . 

in BelgiUm.
I ' , ' '.'. 

Subaequant·develcpmenta Dot (repeat .not) known. 
" " - . '. 	 \ 

JWUUSON 

;;=..., .. 

\ 
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, I, 

IlIE1JIORANDUM. 

7

On taking office as President qf the Bank for 
International Settlements on Januar,y 1, 1940 I fouridthat 
during the preceding month a declaration (Annex 1) had been 
circulated to Central 'Banks and all o~her clients defining 
the policy of the Bank relating to neutrality. I found later 
when specific deciSions in this connection were required that' 
the provisions of this de~lar.ation wer.e intrieate ,and difficult 
tl) apply and, therefore, oo.opted as the best working rules to 
do nothing which might ~~rectly or indirectly (a) increase the 
financial resoupces of a belligerent country or its institutions, 
or (b) inorease the availab~lity of such ~esources,~y any trans­
action not open direotl~~to the institution for which the B.I.S. 
would act. This has been a:hd' is the present poliq- of the Bank. 
ThiS second,pqint b,as de.veloped'into what is now known inside the 

- bank as the'itnb bypassU P!incip1e, which- can be stated':, No client 
can by working through the ~.I.S. obtain facilities which are not 
available to him'di1rectly and iIt his own name. The B.I.S. will 
not support attempts to~e, or circumvent the financial regula~ions 
of any count:r:y. 

On September 17 two questions in +egard to the assooia­
tion of the Bank of England to the B.I.~. were asked in the Rouse 
of Commons and the Chanoellor of the EXchequer replied in a w~ 
which clearly showed his confidence in the neutrality of the Bank 
and perhaps also in my ability to give effect to that poliq-. A 
photographic copy of a cuttizlg from the Times, London, dated 
September' 18, 1940, (Annex 21 is enclosed. Not long after this 
the Fi~ncial Times, 'also 0:£'C London, published in its column "Lombard 
Street" an attack on the B.I.S. in which it stated that the Bank was . . . . 
under German control and t~t nothing stood ~n the w~ of our t~ing 
over all of our Amerioan assets to Ge'rlll&l'ly. ,That seemed ,to go rather 
far and to give people ind.o}lClon the facts I sent a telegram (Annex 3) 
to Arthur Villiers of Bar~ngs, a' close f:r:iend of mine t and I wired 
a copy of this to the Governor of the BanR of England. :M'y at,titude 
remains as it was then. 

,22/1/41. 
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Barn, Januar.Y,20, 1941. 

Dear Mr. Blake; 
. ' \ 

I have Just telepholl:ed to Tom McKittrick to inquire 
whet,her he \V8.S expecting to be in Bern' shortly.. He re­
plled thH.t he· had nothing 'speclalln mini]. that would bring 
h1m here, bl.l.t that he might be able to oome over on Thurs­
day tor luncheon with me. The reason for my :inquiry was 
due to the tact that 1 have Just X'.~celv.ed a ,personal tele­
gram from Mr. Hul!-r.egg~s:t:tJig-'1f-specraj,-re.p,o~~:tL on the re-, 
cen..1-u.nd-Cllrrenr·a.ct-iV1,...t'~r3 ot the B. t., ~J. h~ivTng-'to"-do 

i,.--:-wrth e1ther (a) the handllng of dollar securit1es for or 

~ on behalf of L:;uropean 1'nterests and (b). the trox\,sfer of 


I i dollar funds.' The Secretary Wet1t on to SHy that the fuller 

and more complete' it ,may be possible tc: trw.ke the report the 


( more useful it wlll be•.I
'''''-t--:..----M~Y--I-~ask-..·thl~~-~ou be good enough to t·;l~phon;-;Ar. 


McK1ttr1ck and inquire when it '.:VOUld be (,3.grE:sable for 'you 

to call upon him at his residence. I made this Bup;gest1on
I . to him over the 'l)hone and ,tJ.a-ea:rd that he would "6 glad to 
arrange this or even oall uFon you. As 'I nm Bureyou will 
appreciate, it would be preferable not to d1.scuss the matter 
with him at h1s office. . 

'~t 'y "".\, 

Please fe~l at l1berty to show lflr. McK1ttr1ck this 
letter a.nd say Bthat r knQvi :thA.t Mr. Hull would appreciate 
hi s cooperat1(it1 as greatly ns 1 will 1.1' he could f1nd it, 
pOBs1ble to let lIle have 'tihe ini'ormv.t1ori desired on the two· 
po1nts 1n 'question, in strict confidence. I shall also be 
grflte ful if you will 'take, thi s up wi th Mr. 1.1c1-: itt r1ck as 
promptly as possible and:; also tell him tha.t if he were not 
l.)la.nning to come to Berni. for other reasons, !)erhape he would 
be good enough to !51Ve you the answer which you could forwar.d 
to me without any'indlcntlo~ of the source. 

Will you also It:'ll'ldly acknowledge the rece1:nt of this 
letter a.nd believe me, with many tha.nks tory-our kind as­
slstanoe, 

Very truly yours, 
I:H/me' 

'; 

I;1.W1J.l1runs Blake, Esquire",
American Consulate, ~ 

Basel. 
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'\ To: Department 
I 

Code: Brown 
, ... 

Confidential. 

, Ref'erenoe your No. 8, January 15.,9 p.m. and 'No. 13, 
January 21, 9 p.m. 

Following C?btalned~rom MeKittri'ok:: 

1. (a) B.I.S. ,has no regtllar businessl,n dollar 
seourities tor aooount of' its olients and during 1940 has 
reoeived tor satekeeping only one small bloOk Argentine
q,011ar bonds whioh 1t still holds. For ',own aooount B.I.S. 
carries about ten million dollars ninety day paper in New 
York. No other business in dollar seourities. 

" (b) Beoau.se expeoted investment posslbilities in 
SWitzerland did not materialize", Sa'nk in past, two months 
has retranstarred to New York &bout one mill1,on dollars 
.previously brought toSwitzerl.nd tor inveatl'nent. !au 
,transfers to New york reguliirly to amount of nearly , .' 

$20Q.OOO· smonth, interest re,oe1yed in Swiss trancsoli 


','.EQ.ropean Inves1inlents and' reoeives other ,interest paym'J;l,~1iI 
:d1reotlyln'dollar8.Bankb~t,and sells 'gold regularly
aga.inst dollars lioense tor .aoh transao1ilonbel00s~Q,urf)d 
trom ,Treasury. Oe1"1:;8.1n oentral, banks hold ~d'epoB1.ts,:;'.w1tll
B.I.8. whioh Involvtt rather 'infrequent reoeipt arl.!1 return 
at. substantial ,sums. ' In' November Cent;"al Qorpora\tiori " ' 
'}3aliklIi'3,' Oompanies J3udape;:;t ~ranSlterred to' Hungari~1l1 
N~tiona'l Bank 725,,000 dolla1ti 1n bank'iJ bOoks. B.I.S. hait 
reoently granted credit of' 1.050,;()OO dol,lars to Banoo. ' 
Oentral El $alvadQr seoured,'by: gold deposited with Federal 
Reserve Ba,nk New Yo;,k. Foregoing oovers do11a1' operations 

r 	 since Novem.bfU·' 1, astde trom purchase, and oolJ,~ction of 
I 	gO-day paper m.entloned above' and yar1ety of le.ss iInportant

transactions suoh' as :irec.~pt and payment ot l;tterest on 
depositsoommisslonsreceived in oonneotl0nwith'Gel."ItJ.a.1lJ: 
and Austrian bond issue. charges to,r oables "as' well as, f'or ./ 

treiglltinsv,ranoe and hs.'ndJ..ing 'In' oonneotion. with ou:llion 
shipments and,s,o .t,orth. ., 

Slnce, Ju~~ 26 all 0~eration8ot B.l.B. in Amerioan 

I 
I 

:1 
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.ms.~~ets have been subject to Treasury license but Federal 
Re~•.rve Bank New York, bas been authorized cany out routine . 
tr~'.llsactlona wi1ihout. reference to Wash1ngton.Opera:~ions in 
go1~,: and any unusual transactions still require.peclal 
·11C.~Pli... < All' currentbu8iuJtsB except purcb,ase 90....dayp~p.. 
done ,with Federal Reserve 'Bank' New YOl'\k'andalthough McKittrick 
reaay send extract. account for .last month or two·it·you .0 
.	de,si:r8 he suggests .ame Intomation a:vallable at Federal 
.e~$j;ov8· Bank lin York and woU:.1d be giaci."lt you cOuld:use this 
s~l'ce which would also entail leas delay. '.. 

~ •. '.. ..: 'l.. 	 .' . . 

"2. Gold RIo1 tivehundre,a kilos trartsf,rred .1Blstweek by 

Bank.ot France to B.I.S. is -held by the latter subject to 

instructions of' t.he.torme~; ~ B~I.S. has nO' knowledge as to 

origin this bullion 'and has not yet received detal1sof' marks 

and weights though understands these have been forwarded by 

Bank ot Brazil. 	 ,.' , '.'. . . . ...... 

. . ~ . , . 

.3. McKittrick anxious to cooperate and would be grate­
ful tor any: in1'"ormation you can. give him as to doubts or mis­
givings ,that may be e.ntertained in Washington respecting
po1:itlcies or actIvities ot B.I.S. Policy ot B.l.S. in all 
transactions is to donothing,whlch would elther first increase 
financial resources of' anybe1l1gerent country or its instltu­
tio~ or seoond, increase a.vailability ot such resources by 
anytrans9.ctionnot open dIrectly to its client (see
McKittriok's cable No. 292 otlune25 last to Federal Reserve 
Bank, New York which was communicllted to 'i'reasury).· 

HARRISON 

"'" 

'" .' 

. :-"';: '," 

'",' " .'; 
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THE 	FOREIGN SERVICE 
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nF. ii,i:",,"":" . IUNITED STATES OF AMERICA43.. h .. ~ .... u~t! 	 . . 	 , 

~ /1 ,. i 	 f.) f) I·"'\:I 1 . 

r:".; ~'.J l-_·'.! 'I ' 


AMERICAN CONSULATE 
,I 	 " . 

~""".•. 
Ba~el, Swi t~e rland. January 22, 19410 

~ 
! 

Personal' and confldentl(j.l 

Dear Mr. Her ri 8:l n: 

I wish to acknowledge tte receipt of your per­
sonal and confidential 'Ie tter of January 20, 1941 
re gar ding your desi re 'to obtain informat ion regarding 

, cer tai n of the activi tie,s 'of one 0 four loca 1 banks. 
and to say that I discussed the mat ter yesterday 
wi th Mr. McKi t tric..k, as yo u: reg ues te d. 

As I mentioned to you over the tele'phone yester­
day, Mr. McKi ttrlck expressed himself as being some. 
what at a loss to understand just exactly what sort 
of data was required, and as anxious of having an 
opportunity of discussing tha.,matter'with you person­
ally. 

.... 
It i's'my unders,tandini that Mr. McKittrick 

will visit Bern tomorrow, and tha~ he has already 
communicated wi th you to arrange a meeting. 

.. 	 -·'i. 

RespectfullY yours • 

. ... ~ ~-:~~'S~ 
M. Williams Blake 

Arne rican Vice Consul 

The Honorable 

Leland Har,rison, 


American iHnister 9 


Bern. ' 


,"' 
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Pel:",sonal, :~t5~""tht3~ftm~18ter., " 
. ,':.; ;". .,',.' 0, ., 

f '. ' 

;W~'~l,~ltfr:Jie~~t(Ui~ '.PIOY1~.¥;ever~~h.OdS ' of, 
, ," 

, ~pPJtoai6.~',.ii~~i\:g;~~~;:~tfj.table to.~t , pfepare a.sPftCl~ai 


" '~1>ort 6n~he:'~~c'ettt '~nd~ur.rent 'ae~lvl~.i.e~ot the:' ." 


B.I •.S.haVfng. ·tb.dO w~th' e1ther ,( alth6:'~1l~lJ.ng'ot
. . '. . ',' '. ..... , ..,' ' 

401l:EQ.''aeOurltles for or on' behalf cif~rope'an"" 

interests, and,(b)tlletrauater of doliartun&s'~'fte' 
. ' : . ." . , " '. ,~' " ., " 

ful'le~ 'S.ndmore"O:qnpl.e'te ,tt .y',b,e' pessl..,l:e ·to."J11ake"",'",' 
• -',' , . " - , '.' • '. ~ .:" ," -"'. ",' ;", ," .:',:;. ~...... '>' . ' 

tb1,s 'report 'tl'le;'l1lGreu~et*1 'It wl1lbe.", 'It,:s:~ .. ' 

believed" that ;lIcKlttrlc~j t,1.11, be, 'glad to;,':o&.S'era:t;e;',.,';' 
", , ' " " .,' '",' . . ~ ,,; ,~ " ," ,":, -'. .. . " 

, , and please c01l81d~r ,ybur,S~lt' free to,advl~e.:wltJi.' 
, him .~llY:~,·, ",~ 

.HtJI.L, -,- ,­

, .nrm 

.' ' .. 
'->.. : ' 

'; " 

.......; 

1""\'

\ 

~ 
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No. 1519 	 a~rn. November 19, 1940 

subJect: 	 SUggest10ns to counte'r German proposal s 

tor pos~,\'war f1nanc1al and eoonom10 

reorganization ot Europe. tJ 


. ' , : ,,' Pli.\"",.,e;,. '!vilV, "i 

( 

' .. 

The Honorable 

Tbe Secretaryot $tate, 

,Washington. 

,611": 

As of possible 1nt.rest, I have the honor to 
, , 

enclose h~re.wlth copy-of a memorandum prepared ,1n the 

Bank. for International settlements at Basel, which was 

furnished" me 1n confidenoe by Mr. ~omae H. McKittrick, 

Pres1dent ot the Bank, calling attention to reoent 

statements 1n off1c1al ~uarters 1n Ber11n regarding the 

German plan for the reorganizat1on ot 1ndust17 and com­

meroe 1n post-war Europe, and sett1ng forth suggest10ns 

tor 

212556 



for measures to oount€)ract this German campaign. 

In furnish1ng me with a oopyof hie memor&1ldum, . 

a. oopy of which he has also given to my British colleague,, 

114'1.';' McKittriok stressed, ~he importanoe, he felt, in t'ak­
" . ~ ~ .. 

lng such mea.sures as might 'be ,possible promptly to offset'. ' 

. . 'I. 
German aotivity in this c,l)nneotl,on. In vlew,of informa­

tion reaohing him from.~inancia1 01roles 1n m~y European 

countries, which has oauBed him inorea~1ng conoern, he 

had, eo he told me, ena.eav()red to put his thoughts 1n 

cQncrete form an~ had therefore prepared this memorandum. 

In this oonnection, Mr. MeKlttr1ck told me that,he 

had noticed reoent articles by Mr. Puhl,VlcePres1dent ;/
,/ 

ot the Relohsbank, in support ot the pre sent German pl!iUl. 

Neverthele;&s, hav1ng known Mr. Puhllnt1mately for many 
-.l ' 

yea~s, Mr. McKittrick felt 90nfldent that Mr. Funl had 

never and 'Would never oommit himself wlloleheartedly to 

any such plan as now proP()Ji!ed by Germany: 
: :' - .': ..., 

Mr. MoKittrlck also 'referred to Signor Macardi' s- . 
visit to 139'1.'110 during Qotober last and hie reported 

oonversations with pr. ~of the'Reldhf,\bank at that , 

time. Aooordlng to .intonnatlon reaoh1:J:lg Mr. McK1ttrick 

from wbat be oonsidered most reliable sources, Riocardi 

had made it olear that ~is support·of, the ~1"Il1an plan 

would be given, provided the following three conditions 

were met: flretly j that there should be no l1mitatlon 
". ". ~ . 

of Italian industry;· secondly, no subjugation of the 

llra to the mark: andt thirdly, t~t there shouid ·be a 

prior agreement as to an Ital1an area of economio doml­

nation. 

1 vent.ure to oall the Department '.s particular 

attention to the final rem&r'k 1n Mr•. MoKittrlok's memo­

randum 
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randum that lithe effect of any . statements of polley (an 

assurance of the support by Great Britain of sound 

prlnciples. of trade) will be multiplied many times .1f. 
lt recelvesthe support of the United !3tate.s ll • . . ~ . 

RaspeOtfully youra, 

Leland ~arrlson. 

Enclosure: 
. Copy ot ~emorandUm. 

FileNo. 800 

LH/Ink 

Inqu1ntup11oate 
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.PROPAG,UID!1 

l)Oft1cial quarters in Berlin have rGcentlg made a nUlllb~I':,Ot. ' 
statements a.s to the organisation of indu,stry and eopuneroe 1h l?9~t ' 

.~r Europe, The followingppinta @-PPEtar to be the prin:c~pal ,ones;. 	 ':. . 

(a) Multila.tera.l olear~ between the oOlUltries, cQncerMd.~ 

·(b)Coordina.t1on ofpi-~uoU(lri, the needD of Germa.n,y be~ 

giv:.aD p#~ry consideration. 

. , 


(0) 	 Th~ Ge~a.n mark to·, bs" the money· of intorna.tional settlement 

and Bcrlin the commeroial and finanoial oentre• . 
(d) Gold. to. pIa.)" a. subs~di8.l7 role, if .al\Y~. 

, .. 

2) A· consta.nt effort 10 also made to disBemina:te the id~a .' 


tha.t England bOth will not.and· CtUl not take part in the solution' of:' 


post' warfinan,01al '''''1+d .eoon9mio pl'obleU!s' on the o~ntinent .. · • M'aking 


good the losses sustained and dealing with,~~pire ptobleme will take 

, . 	 , . , , . . 

a.ll the resouroes a.nd etJ,ergy of the lh"itish ,goverlUllent.. Whio~litT'l' . 	 . ' 

side !D.s::! in the end win. it is asserted that continentalla w111'b~ 

foolish to look to London for g¢danco or support.
'a",I , • . 	 .

,) No effeotive a.n8wer",to .thb has 'be~n madefI'om the Br:it1eh 

dde and sUll less has the~e be~n any effort to oarry oonytottpn b~ 


<•• , 

repetition and thus turn to aooount, the method which the Ce~ liSe 
,with such telling effect. ThJ '~81;a.tements' 'from ~rlin have, been ,ably , 

~pa.red and a.re made b;V menwhose.J1ames 
. 

oa.~w~1sht..(Puhl.. Ab,s) m 
~ . . 

neutral oountries. '.!.'he' sp8akers aQS:t;\i~roed ,inmii~t,rs of fin&noe· 
have not supported the pla.n a~ouno~d. ~s vigor~\t6Jiy as the more po~~t.. , 
ical·figures. 

!! STATE' OF MIND, 

1) Let it be olearlybome 1nmlnd that the preee~t syatemot 


clearings'tnw so widelypraotised d;oesln ,fl'loli!:t,giv,? ;riSE! to"c~¢itions 

, 	 '." . ., , .. 

of tradewhioh are - 01' IQ'e a.tleast believ~ ,to be, ,~.. bette:t' thal; 

those which would result in war time from a system o:t"fr~ede~I~8Ad 


.' payments.Oontinentsl OpitdOll iswrlling to acl.rdt, tha.t cl'~a,.rings have 


helped in the past and areprobabl;y help1ng today•. V~t;y ShOu1dth~Y ., 


not be gene~lly adopted in future? This makes it"necessary for; 'bua"'" 


iness 	men in Europe to give serious cO!I:siderat:!.ol'i to the G,i-ma,n statCmttA'ts.. 
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II STA,£IIl OF MIND (contdl 

2) The, foregoing ie all the more a fact because GermaQ1, at 

all times the largest producer and colleumer on' the oontUaJlt. do­

minates completely the commercialoituatton in that area today. Thie 
. .' ' . ..' 

is the case largely becaus,e the blockade, Otlta off ovel"Seas markets. ' 
.: ,'. ~ .' .,' " : 

It is for the smaller European Mtion~ a. quesUon of trading with 

Germa.Jly inclUding the oountries occupied 'or tra41ng not at 0.11. ,". ' , 

III MEeT.,OF 1 AND II ONJJEUTRA1S" 

Clearings and -p~ent~a~oements are ~onstuntly .undernegooia­

tionand require frequent ~ adj~tment. Pressure 1 s be,iilB exeroised . 

oontinuously to extend and consolidate the position ot Berlin as the 

olearing oentra, the lllark a.t3 tp.e olearing ourrenoy, &nd to introduoe , 

in practioe the syst~m of m~l iUa-taral olea.ring. The GermMp~op&ga.nda. 

(I above) combined with the eta.te of mind (Ilabovo) in oontinental 

countries :islaading in an eve!' grea;ter degree to accepte.noe oitha 

German plan by governments 0.1' their agencies (see attached note'. 

Bergw,erksz'ei·tung, Ilov. 6). Indui:,.brial1sts, leaking beth to the imme. 
diate a.nd the mere distEult futureo tend to follow the efficial lead­

, , ' 

and teel there is little prospe~t ot p:ro8~rity exoept through dealug
'.:..I .' 

primarily with' the Germ~liand. an aocordanoe with the system Mv'ocated 

by them. Continu.ation ot, this .movement can onl1ac1d to. the 'diff:ic\Utt 

and cost of-i.e., to the Ol,1:poaitiOh wh,~ch will be offered to. :,;., a'n, 
plan of pest War reorientaUbk; Unlei!s this tendency is ohecked,a 

. .. ' " .. . . , 

mere rElsto~o.t1on of freetrs;d1ng:a.fter another year or tiro of warw1l1 
, , . ,,', -' . (;: '" ­" ' 

leave industry in the, sma.ll oountrhs tied into. the German: system of ' 

cartels,h~'Wever unwilling ~e formorma.:r be to acc$de to. this. The. ' , 

present course of developmentsb undosirable fer Grea.tJ3ritaina.nd the 

oost ,to that aount17af'curb1ng ,it nOw is sma.ll cemparedwitb tha.t of 

'oo~eot1ng its results later. 

IV GER~iA.N,:!IlBJ.ECTlV'ES' 

1) Germa.~ has .great need,ef" goode and mate:ria18.The oOUntries 

occupied have been ,divest~ of stOCk's. and, the greatest pressure has 

been brought toobtaindel1vel"1Eis~from otheJ:' sourQe,s'; 

large, is bl9co~ hea-v:ily indebted to. other countries. To. theexteilt 

tha.t Germany ca.n persuade her cred,1tore, ,by argwrients as, to the 'future ' 

importance of the mark, toacoopt in settlement credits to their aC'­

oounts at tho clem.rillg' centre in BerliJl~ t'o that extant ~e. obta1i!.s. 

goods on credit and avoids the neoessity ofps.y1ns 1n fo.reigilcurioeiic¥ 
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IV' GERMAN O!JECTIVES ( oontd) 


or Elhipping goode herselt. The immediate objeot ot the Germ.a:D 


sohema is to obtain credi t without disclosing the i&ot. 


2) ~ thinking 6:erma..ne have dur.1ng the paat month rel.tched 

t~e cQ1'lclusion that their oountry can n~t aohia.ve a" decidvevtc'torY.. .•i 

They look f'Ol'9'lard to a negoclated pea.c"ein the oourse of 1941 ~lch . -. . ~" . ~ , 

. will leave Ge:rman;y with larger industrial r<tt'Jources .than before the 
, . . . .,. . .' 

, , 
present wu. Still g;reatel' armament and commercial penet:ratio~ w1 th ' 

1 ~ ~. .' ' . 

,pol1tioa.l"oonsequences in. V8.t"tousparts of the world. ,.w111 'then pr$-' . t 
. ,"-:«~«:,' . ..... 

ewnabltlJ.e the German polioy. " 
";",.- '. 

If' betore euoha cOlltemplatea:pe~oe a,rman-Y oan a'liOoeed in 

':making ,the aOheme of clear;1ngf) at &1'111\ - wlWther bilateral or; mul" 

tUateral.... 'binding on mostot·,the ciher European, MUons,she,rill 
. ~ .' , ~. 

be able to exeroieea' lllonopoli.etic oan'tirol of' the oont;i;nent"6 1ltter­

natiollal W:1.d.~esfh In tile' paet monopo~ ha.s a.l~s led.toab-q.s~:.. ' ' , ' 

. German;y has not hesita.ted to tl8C arra- and. a.ll means a.vaiUble to fur­
. ther her needs. Virtual, oootro'l of 'intsrnatiollal tradeV;ithi~ ~~ope 
and perhaps· between Europe, and -other pa.rtS of the world wiii con" 

, aUtate a powerful weapon in hlr ruindfh 
. ',~ 

.. . 

Df;I,olarations intena.e~ ··to oppoe~ til. present GarmWl efforts, 
. . ~. 

would naturally::':"
" . . .' ,

1) . seek to discredit. the Qe:rllla~ prQPosais and 

2) lend eu,pport to a. different policy. 

Diecl"edit GermantJfoPQsllls.• 

The points which can be meiie ,for this purpose are 

i) World vd.ie. COJllll:H',i;rCe has in. the l::w:t reBuit~d in 


greeter wellfare tha.n restrictlildtra~e. No nation hs.s volwltarlly 


ehaaen a. system of controlled. oOl_rae.. 

" . . 

ii) '.l1he Ge:rma.na a.re well aware of tIlis a.nd are eeekiilB 

only the~r own imtnediate advantage at the expense of other oountries 

(IV 1) above) 
iii) Clearings a.re (hdndt'cc.lldly a temporary exped1ont, and 


entail the follo.w;1ng d.1sad.vantages ­, ' 
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! COUNTERMEASURES (contdl 
(a) '!'hey turn trade into<,ba:rter" redUQlng the volwnl!! of 

busines 1',1 

(b) '.rheyimpede the use of credit, which BO greatly l~bzr:J.- ' 

cates the wheels of commerce. 
(0) They requires. mass of forlDlllit1~Sf involnng: unne.i).ea­

" . . ~.. . , 

,aa.~de lay s and expense 

(4) They requir~ b~ing and' selling iil ~rkets which,are by . 
no ,me~ns the most favourabl.e. 

(e) They leave Wwol,ved the problem of uspitzen" (balances) t 

'iv) The atta.ck$ on CC;d are inSinoere. Offer any inans. free 

choiee betWeen a. kilogrllUlI'~f pure gold a.nd 2790~per marks and 'see . ", . ,'.. 

which M will take. Th~ whole system of ~o.ntrollei exchanee hin 

effect a. choice ot gold. by the ,'Germa.n governmEilllt itself .. 

..,,) The only b~g OOUtltries in th~ world without substaJ):tial hold­

ing,s of gold are ,GermS.!J,Y and Italy,. 

2) Support for a. different polioy. 

Specific underta.kinga in this connection a.re not neOessary. 

A sta.tement of ao'Wl4 principle&' of, tra.d.Gi ~~ ,~ daclarD.t1o~ t,hat ,'tbq'.,' .. , 

wU1 have the support of Greet. ":Sri tam once, viotory has been 
, 

abhieved 
. :' ;":"'::,:;:' ~',,,,' \. , 

would be of' erent value'., 'The ease Will be strOl1ge:r it a.ea1U'aJ).o~~ call 
", ~ "). 

be a.dded that Engla.nd will liot at the end of the war leave the smaller 
",' , ' ..:)'" ~ ." ". . " : , . 

continental na.tions a.t the mercy ot Germ&&7. The !Jffect of ,~' stat..... 

ments Of~UOYwill '0$ mul~ip.1ied JIlat\Y time~ 1:tit ~0eQlveQ the e~ 
port ot the Unitod states. "A:rs'annQunoemant made na'eds repetitiou. to, 

-:. 
, ,I drive it home•. 

" '~... . 
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Annex 3 

COPY OF TELEGRAM 
sent on October 10, 1940. 

ARTHUR VILLIERS ,'care of -BARING BROTHERS 

LONDON 

According to Swiss Press Financial News of Ootober 5 

published oomments 'on B. I. S, and m;y position stop' 

In order that my m~ London friends may have the 

facts I wish to make two points olear ONE There has 

been and is no pressure on B.I.S. to depart from 

policy of strict neutrality stop Since I took office 

bank has not exoept in one 'minor .instanoe received 

requests or proposals which ooUld be oriticised from 


,this point of 'View TWO 'I do not expect 'any change 
in this respect but if pressure should 'be brought and' 
I should find it very difficult or impossible to 
continue present neutral policy I shall not hesitate 
to resignparagn,ph Ani most anxious' avoid newspaper 
publicity and do not a~ you to take any aotion 
regarding this matter b~t should be grateful if you 
would correct any uninformed talk you may hear stop 
Please show this to George Akers-Dougl.Ss stop Life 
practically normal her,e' stop 14ally thanks and regards 

!- "!' 

Thomas McKittrick 
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European Reconstruction Questions (contd). . ' ... ', , 
. the Lilre, on the one hand, and the other European curren<~ies'; ,on the: ,':,.::",' 
'other jhand,~fluctuating .excil-ange rate,s rendering intense gommercial ,:,' ..',,:,,1 
exchange impossible. The establishment of: fixed exchange rate's :'," '''~~:<I 

,wouldlbe a decisive factor foratta1ning the possibility of imm:ediat~'.':,':':· 
outpay:ments of'clearing ba],.ances, to the beneficiary. Once fixed:: ,Y~' 
excharige relations exis't and the,. greatest possible liq-g,ldityof"" ' 
cleari1ng balances wi thin the EUr6:pean, economic 'sphere;' is achieved 
exterzial currency dit'ficul tiesOOcbme practica1~y impossible arid thus, 
Govt dlirection of the balance of{ payments would .be cprisidera.:bJ,y, ',.. ,.' ';., 
facili:tatedands~mplified. ,T~~ foun~ation of tlie,wlio+,esys~~mw'~:~";
howeve;r, a sound ~nternal, currency;,pol~cy, in all cQunt:r;ies parti.ci..;" , 
p~ting, in the clearing, the external va1.ue of any currencyd~pEmding.. " /' 
alwaysl on its internal value. ' It'was impossible in the"l:ong ,rUn to,': 
maintain stabie exchange rates it an unspund domesti,c currency-poliey . ,<,.,' 

lf~d. tol irregular price rises•. ' ~he, guiding prinCiple iil tllis '. :'. ',. 
conn~cfion was that monet~ry circulation must always be ,in a well'-,: 
balanced relation to turnover of goods. Discussing the possible 
functifms of banks under the, new system, Herr Publ holt;'ls it possible 
~hat cUrr~nG~ b~riers:Jbe.:t"we¢n private b~s may. be', i·g:110red, ,in :' ',' -'"~ ,~ 
dlrep,tl trans~er andcredit .transactions. This would, however 'i give 
rise"~to the 'problem of ttGiralgeld" oil an ,intern~tionaL scale., "Wi,th ",,' 
r~ga~dJ to. ove:-seas 'trade relations,. i tisrealised that, the" " 
d~ff~cult~es ~n the ,way of the appl~catic,>n' of the clearing system" to· , I ' , '... , 
overseas 'co.untries would be so,numerous and considerable that· , 
.its scope could only belimited. . More favoUrable were the p·rospe<:i'ts.,

J.. ' '.' ",. '"-" 

for th~ system of payments agreemenXs in thiscQnne~tion"whieh, ,.", 

c,ombin~d the advantages pf private exchange operations, wlth those' of. 
\ Govt-'direction of b8:lance of payments. Herr Publ envisages 'at,r~'e';', . ' 

deviseil exchange wi thoverseas couni;ries~ " , ' " .\"",. 
Berlin Clearing Centre BER<l,WERK8ZTG, 6/11. BuJ,gm:la,,'ht:~;~t,ng; . -':-~'J'/ 

declared herself prepared to set~Ji~ paymentsw1thNorviay, "Holland' arid:, '. 
Belgiutp., via the Gerinan-Bulgariari.,c1.earing, tl:!:e 'numbe'r of cO,untr:Les' ' 
participating in the ,·Berlin .clearing has increased to ten,' ,namelt" ' ". ,.'" 
Norway, Sweden, Finland, Denmark; Holland" Belgium, Italy, Swi ti'Errla;nd.,. 
Yugoslavia and Bulgaria~ The Be~lin clearing is, for ,the 'timEfbe'~ni:f; , 
however, only appl:led betweenind::fvidual countries ani t¥ 6~ coul?::tries' 

' or bet~eEm, occupied countries.' Similarly t'o an arrangement reached;with", 
.1 Slovakia, Germany has agreed wit,h Bulgaria that export pr,oceeds Will,"", 
4, 'be paid' out in: future immediately, regardless of the posftion of' t:fl~" , 

, clearizig balance. Negotiations on the same question are taking,place:' 
1 wi th RUmania., while.with Yugoslavia tbere exists no necessity f~pr s~C:h \'! an-arrangement, German deliveries to that country exceeding ,imports~,i.:!: 
, The, fabt ,that the bftd crops in certain 'South-Eastern European coun~' " 

, ' , 1\" tries ~as ;';l3sulted in a decline in deliveries to Germa:ily~' while,Ge:rm,an" 
exports have increased, has' given rise to the question of delayE;l in, , 
'outpay~ents to, ,German creditors. ,Germany, has a .considerabJ;e clea:r;ing

i claim qn YugOslavia .and Hungary, and 'in order to reduce, the wai t1:c:g:~" ' " \ 
\ period Itor outpayments to German expoJ;ter's, the German, Clearing' O:f+ice' , ' 
\ has granted ,to Hungary two cre!!i ts. of RM 15 million each, while in ", ., ',I 
" relati~n to Jugoslavia, internfil. measures have been taken' to accele:r:a;te 

,,\~u,tPay,en~s to. ,German credito,r~ ~( , r'Zt, dLr '&'; 

I .' t, 

I' 
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a) B.I.S. has no regular business in 

ties' for account of its clients and, during 1940 has re~. 
, , 

ceived for safekeeping o?ly one small block Argentine 

dollar bonds which it sti~11 holds. ·-For own account B.I.S. 

carries between five 'and.:,.ten million dollars ninety day 

paper in New York. No,·6:tffer business in dollar securities. 
':':..,'1.1";..'........ 
. . , . ' ," . 

b) Bankcus;omarilytranafers interest on its European 

investments received in. ~WiSB francs' t~ New York in amounts 

of approximately seven hundred and fifty thousand Swiss 

,francs per month. Is further buying and selling puiS"i..... 
h(.!t'·!'v(A>~:k/
gOild"agalj~st dollars. Aside from occasional minor transac­

tions ,fo,regoingco.rers dollar transactions except for pur­

cba.se,and coll~ction of nin~ty day paper ment~oned above. 

Since June twEmty.-six~ all operations of B. I. S. in 
" 

A.'1lerican market's hav.e been ~ubject to, Treasury license but 

Feq.eral ~eserve Bank New Y"ork has been authorized carry out' 
~. ~;' ~ 

rO,uti,l1e transactions wi tlio'ut reference. to' Washington. All 

operations in gold and other unusual transactions require 
" 

special license before being effected. All curren,t business 
\ 

done with Federal Reserve Bank New York and al~~o:",gh 

McKittrick reaQ.y send extracts account for la~t month or 

two if you so desire he suggests same information available' 

at Federal Reserve Bank NeVI York and would be' glad if you 
" 

could use this source Wh,lch would also entail less delay. 

Gold Rio two hundred not ... five hllndred k110s transferred 

last week by Bank of France to B.I. S,.' 1s to' be held by ,the 
, \ 

\ 
~,,' :" 
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latter subject to instructlons of the fornier. B. I. S. has 

no knowledge' as to orlgln thls bulllon and has not yet 

recelveddetalls.of marks and welgnts.though 'understands 

these have been forwarded,by Bank" of.· Brazil. 

Pollcy of B.I.S. ~n;all transactions ls to do nothlng 

which would first lncreas~ flnancial resources 91' any belll ­
.. I • • 

gerent country or 1ts in~stltutions or second, 'increase 

avallability of Buch resources, by any transactio'n not open 

directly toi:ts client (see IJIcKlttrlck'lll ca'ble No. 292 of 

June 26th last to Federal Hese,rve Bank New York which was 

comm.unlcatedto the Treasury). 

i.tcKlttrick anxious to cooperate and would be g~ateful 


for any information you can give him as.to doubts·or mls­
11\,(;!- .,'H<t,-". IJ!..." ~. . . 
v 

. glvingsAectltertainedin Wash~ngton respecting policies or 

activitles of 3.I.S. 

','. 
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I 	 CIRCULAR LETTER TO CENTRAL BANKS 

HAVING BUSINESS RELATIONS WITH THE 


BANK FOR INTERNATIONAL SETTLEMENTS 


Annex 1 

Basle, 18th Decemb.er 1939. 

Sir, 
" I have the hono1l;'r ~o bring. the: followi~g to the 

Ikllowledge of all Central ~ BanJ<s having business relations with 

the Bank for International Settlements: . 
Present events' require th'at the Bank for International 

lsettl-em~nts should impose' upon itself certain rules of conduct. 

The position enjoyed by the Bank for 'International 

Settlements, which,maintains business relations with almost all 

ICentral Banks', d~es in fact demand that it should only carry out 

operation~ which are above rep~6ach both from the point of view 

of belligerents .and neutrals. The strict observance of the 

following rules would seem t~meet this necessity: 
, 	 .\ 

"(1) The B.LS. wil~labstain from any transaction the 

resul t of· which would be to.' c,'arry out ,directly or' 1ndirect+.r, 

Ifor the account of the centi'cfl,l bank (or other institution) of a 
I 	 _ '. ;.

Ibelligerent country, afinancialoperat1on on the market or in 
. . 

the currency of 'another co~trywith which the former i8 in a 

state of war at the time of, such transaction. . .. 

(2) 	 The B.I.S. Will abstain: 

(a) 	 from disposing of its assets on the market 

of a belligerent country for the purpose of 

making or facilitating any payment to or.on 

behalf .o~ another country with which the 

former is at war; 

(b) 	 from holding in its own name for the account 
r

of the centrai bank (or other institution) 
.. of a.belligerent country gold under earmark 

or other assets on the market of another 

country with which the former country is at 

war. 

:' -..-~ ..... ,.,-----"---­
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II (3) The B.LS.'will tak,eall suitable measures and 

will, i.n particular, demand from its c,orrespondents appropriate 

st~tements in order to satisfy itself' before any ,transaction is 

carried out that such transaction does'n9t fall directly or 

ifiliirectly wi thin the categor-ies ind.icated above." 

I 
r 

For the sake Ofg,r~~terclari ty it may be well to 

state that the term "its ass~ts"~appearing in paragraph (2) (a) 

ablove means the balances abipearing in all the accounts opened 

in! th~ name of the B. 1. S'. on any given market, whether gold
I 
I

ul1:der ear'mark or' accounts ,expressed in forEiign currencies. I 

1,'Further, by the terms of paragraph (2) (b) above, the 
I, i, 

Bo 1.S. ruay not in future accept any deposit falling within the 
i ' 

l ! : 
c~tegory referred to. At the present time no deposit of this 

I 
k~nd is held by theB.I.S. 

, I have the honour to draw the ~tt.ention.of Central· 

:sLurs of nelltral countries particularly to paragraph (3) above 

a~d to request them to be good :enough to conform with the 

yrinclPle there set out.: "In ~rans:mi ttingto the B. 1. S. any 

order or demand, a Central Bank of a neutral country will be 
, I .' 

,plresumed to have satisfied i ts.~lf that the transaction in 

qUI'estion does not come ei thet~' ~irectly or indirectly within ~~e 
o,f the categories of operations which trre B.1.S. has renounced. 

The B~1.S. reserves the right, if necessary, ,to ask for more
I '. . 

. ~etailed information before::: '~arrying ,out any operation upon 

~he instructions of a Central ,Bank of a neutral coUntry. 

i I am fully convinced that the Central Bank of 

~ ••...•'••.•••••. '. will be in entire agreement with the Bank .for 
I 

International Settlements with regard to the foregoing and will , 
be prepared, in so far as it is concerned, to assis,t out 
I;' '. . 
Insti~ution in the fulfilment of its delicate task. 

'1 I have the honotitto be, etc., 
"\ 

(signed) BEYEN 

,President. 
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_ 'SECRET 

J.C.S. 1341/1 

23 May 1942: 

Page 12 

,. 
JOINT CHIEFS OF STAFF 

, , ! 

AMENDMENT TO 'INSTRUCTIONS FOR UNITED STATES 
REPRESENTATIVES ON THE REPARA'rION COMMISSION., 

Reference: J.C.S. 13411­

Note by the,Secretaries 

The onclosed memorandum dated 18 May 1945 from tho 

Acting Secretary of State ,to tho President is circulated for
, I f 

informat;i.en. 

A,• J. MCFARLAND,.. 
B. D. GRAVES, JR. , 

" 

Joint Secretariat. 
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15 May.) 

"1 
, JlO M~y 45 

,I 

IrCS 1341 

Instructions for United States Representativ8 
on the Reparation Commission 

10 May. Referr,ed to ,JCS."" 
\ . . . 

PRESENT STATUS 
COMPLETED 15 !vlay. ' JCS by informal ,action 

approvea the recommendation in JCS 1341. (Memo 
dispatched td> State-War-NaY~l Coordinating Comnlit­
te\3 transmitting reply to Secretary of, State, ! ,n'\, t 

"I(\\\~ 
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IIJ!JJlt SECRET 

J.C.S. 1341 

10.May 1945 

Pages 1 - 11, incl. 

JOINT CHIEF~ OF STAFF 

I 
lNSTRUCTIONS FOR TINI/rED STATES REPRESENTATIVE ON THE 

:REPARATION COMMISSION . /'J-k )r./;i( 
Refer~nce: J.C.s •. lo67 Series if 

) V I
Report by the Joint Civ~_l Affairs Committee 

THE PROBLEM 

1. To draft D. memort:mdum to the Secretaries of War and' the 

Navy containing the comments of the Jolnt Chiefs of Staff on 

the military aspects of the "Instructions for United States' t 
Representative on the Repl3."rn tion Comm:i,ssion 11 (Appendix "B") f 

as a .matter of urgency. 

FACTS BEARING ON THE PROBLEM 

2. On 5 rllay 19]+5 theState-War-Navy Coordinating Commj.ttee 

advised the Joint Chit'1f's of Staff 
\ 

thD.t Appendix liB" had been 

approved by the Informal Policy Committee on Germany and had 

been referred to the State-War-rNavy Coordinating Committee in. 

order that the views of the Jolnt Chiefs of Staff might be 

obtained~ The State-War-N8.vy Coordinating Committee requeste,d 

that the comments of the Joint Chiefs of Staff on the military 

e.spect~ of the subject instructions be . furnished as a matter of· 

urgency. 

CONCLUSION 

3. There is no objection to the proposed instruc,tions from 

a military point of view. 

RECOMMENDATION 

4. That the memorandum in Appendix "A" be forwarded to the 

Secretaries of W[I,r and the Navy. 
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The occupation authorit s should be responsible.for the 

execution of the plan within Germany. In the e;xecution of the 

plan3 the Control Council should have the authority to withhold 

from transfer as reparations specifiC items the removal of which 

in its judgment would reduce the available economic means below 

the minimum reguired to meet the other purposes of the occu-, 

pation. After review by the Control Council and in the absenc8 

of agreement~ the zone commander if he believes that any speci­

fic lt,em should be retained within zone may with the speci­

fic determination of' his government that such item is essential 

for the purposes of the occupation withhold the remova.;J,. of such 
, . 1 . . 

item. The zone cOnl.'1lander maY3 of course~ withhold the removal 

of such items pending SUC~l determination. 

The long term plan referred to above should not be 

approved b:r the U.S. repr'esentatives on the Reparation Com­

mission or Aryency until it has been submitted to and approved 
~ ~ ,c: , 

by the United S'tates Government. 

The Control Council should advise the Reparation Agency;' 

(or Commiss:Lon) from time to tlme as deliveries are made. The 

Reparation "'Agenc y (or COmnliS sion) should keep a record of all 

such deliveries~and should place appropriate values on the 

respective amounts deljv8red. 



TOP SECRET 

Reparation Flan. However, the. reparation exactions should 

be held vrlthin such 11mi ts as to leave the German people 
, , 	 , 

'vi sufficient me.a'ns to provi.de a minimum subsistence stan­

dard of living vithout sustained outside relief; but under 

no condition should this limitation operate to require the 

retention in Germany of means to support basic living stand­

dards on a higher level than that existing in anyone of 

the neighboring United 'Nations. 

~. The Reparation Plan should not put the United States 

in apositlon where it ,.;ill have to assume responsibility 

for sustained !"elief to the Gern1<'J.!l people. 

4. It was agreed at Yalta thc,treparation in kind is .to be 

exac from Ger:mEmy, pertly through the !!use of German labor. 11 

In negotiat:tons on bor reparation with the other power~ in 

the Reparat5_on Commission, the United States representatives 

will be guided b·~t the following principles: 

a. The United States vill not accept reparation in the 

form of labor se,rvices! 

Q. Both compulsory and voluntary labor services fur­

nished as,reparation should be used outside of Germany only 

for reconstruction and repail" of war damage and, not for 

, Qurrent production operations except for fuel and food. 

"ThiS Government is strongly of the view that persons 

other 
\ 

than those specifiod 
! 

in ~ below as deserving'of 

punishment should not be called upon to perform compulsory 

labor service outside Germany. 

d .. Compulsory 1.9.bor service should be required only from 
~, u 	 . 

.	war crimino.ls .:::..nd indlvj:duals definitely determin~d by'; 

appropriate process to b9 members of the stapo, the ,S,~S. J 

the Sicherheitsdienst der 8.S., leaders of th~ S.A., or 

leading collaborators, supporters of and particj_pants .in 
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the Nazi party or administration. 


£. Agreement should be sought along the following lines 


i with regard to compulsory labor service: 


(1) Except for persons tried for specific crimes, 

and convicted and sentenced to lifetime punishment, 
\ , 

the period of compuls9r~r labor service should be lirhi ted 

to a definite spap of years, 

(2) The standard of livin[! and conditions of employ;" 

ment should cor~form to humane standards. 

(3) The Repan:1.tlon Commission 9r Agency should 

periodically~survey the living and working condi ons 

of compulsory woy-ker's ::mo. the uses made of their s'ervices. 

f. Apart from per-sons deSG1"ving of' punishment defined 


above, German labor fop reparations should be recruited. 


only on a.voluntary besis. 


.s. The net vr:,lue of services of both ty~es of labor 


shtill be included as repe.rations . 


\. 

5. The first ciharge on all approved exports for reparation 

or otherwise (other than removals ot e~:isting plant and equip­

ment) shali be a sum necsss to pay for approved imports. 

;Accordingly, to the extent necessary t,o pay for such minimum 

German imports as may be determined to be essential, recipient 

countries should be required to pay for German exports) except 

removals of existing plant and equipment. Imports for which 

payment will be sought shRll include supplies imported by the 
~ , 

OCIJ1.1.P7tnl! forces for displ3.c persons and German civilians. 

6. Without the approvD.l of an approprta te Allied body there 

reparation account. 

I) 1'} h) '~J G'- ..... \ (, 



" ~;,.. 

7. In orc.er to prevent t~e' tre)a tment as var booty or as 

reimbursement for occupntion costs of exports fron Germany which 

should properly be conside as reparations deliveries, 

ment should be souGht on the scope of'\var booty and reimburse­

ment. for occupation c.osts. Agreement should also be sought on 

the scope of restitution in relation to reparntion~ 

, 

8. The governments partlcipD..tlng in the Reparation Commission 

will I'etain control over the disposition of German property 

located. within tpeir respective borders. These nations will 

seek agreement l-lith other countries in which Ger!ll3,n 3.ssets are 

located designed to continued German control of such 


assets and 'prevent 'the eventual rGturn to Germans. 


9. The United es ,\;1:1 expect tq assel':t a claim for 

reparations befol'e the Repe,l\'1'tion Commission in accordance with 

the principles of the Yalta Protocol in order to preserve its, 

rights to its proper' sho,re of' 'P1J:yment for losses caused. to 1 t
': . 

'\ 

by' GermEmy in course of the war. Pending furnishing of 

a more eX,Clct at a later date the UniteQ States representa­

'" tive shall l~esorve rit:;ht to cl:>,im delivery of repa.ratio,S in 

a total amount to be toternlned. Tho United Stat&s will desire 

to receive as ['1Uch ,:;,s feasible of its share reparations in 

the form of foreign exchange assets including German invest­

ments Etbro.2d. 

10. As an interim progral7l, pendi.ng tho formulation of more 


definitive ar'range:::l1ents, this Gcvernr:lent "iVQuld favor formula­

tion 'of 8....'1 prog:~an by tho 
 lon Comrllission 

along the follOifing lines: 

ini tial period follOi'Ting the collapse ofe.. 

Ger·m.any each of the four occupying powers--Gro£l..t Britain .. 

Russia .. France O.nd the Unlterl s--may remove from its 
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zone ot' oooupation in Germany plants J equipment and 

materials. (including current output) of such a nature 

and not in excess of .suchamounts as may be determined by 

Reparation Commission. It shall be ou,r policy to press' 

for inclUsion in such an initi.o.l renoval schedule the cate­

gories of plantJ equipment and materials (excluding ocean­

gOing merchimt tonntage) described in para:graphs30J31 and 

32. of the "Direc tive . to the Commander in Chief of the 

United States Forces of Occupation Re[;;arding the Military 

Gove'rnment of Germany!! (J. C. s. 1067/6) and in paro.graph 

3.E above. 

,I b. The dec ion as to whe the I' or not the :pemoval of 

pa:rticulo.,rplants J equipment or materVils out of a zone in 

Germany is conslstent with the, purposes of occupation 'would 

be by the commandel' of such zone, subject to the fol­

Imfi.nr~ conditions: 

(1) 'TheI'e would be COnst~nt consul t'c.tion between zone 

com.'Il3.nders. 

(2) In mo.king a decision [ts to removo.,l the zone, COTIl­

mander would be responsible forca.rrying out any relevant 

'" agreed policies itlhich may be formulated from time to time 

by the Control Counc'il. 
: "; 

(3) The Control Council would have an opportunity to 

consider any particQlo,r removal and c auld veto it. 

(4) Regular reports should be made to the Control 

Council of tre..nsfers for reparation o.ccount and the 

GontrolCouncil should keep' appropriate Allied agencies 

currently informed. 

£. During this initial per-iod anyone of the ,four occupy­

ing powers could f.,llow J if it so desired, any other united 
'. j 

Nation enti'tled to reparatlons in the 'form of removals from 

Germany, to tzlke ont nf its 70n8 pI '.'\,nts J 'equipment and' 
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materials of such a natur~ and not in excess of such 

amounts as maybe determiped by the Reparation Oonnnission. 

Such removals would be subject to the policy a.nd conditions 

sp~cified in sub~paragraphs ~ and b above. 

£. Records should be kept of all deliveries made on 

reparations tlccount under such interim arl~Emgements and 

'such del sho.uld be made without prejudice to the 

final allocation of repO,rO,tlon shares. The Reparation 

Oommission should determlne the princ s for valuation 

of such deliveries. 

11. The ReBaration Plan should include provision for the 

early e;stablishment of D. re.po.rCLtlon ''lgency including repre­

sentatives of such ,soverrunents 28 have suffered devastation 

or substo.nt damage. This c.gency, aftel'" de~Ailed study of 
.-----------------­Germ[l.ny I S capac y to pay snd examination of clcdms to repa:>a­

tion by the vc.rious claimn.nt nEtttons, shall lop a long term 
~--'------------~1 I 

plan for the li'ller-:r of reparations ~ This plan she,ll set forth 

a description of the reparations to be delivered and'their 
.-::----- ­

physical alloco. tionto the variou's clalmant nations. It shall 

contain a time schedule indico.tlng the rate at iV'hich deliveries 

ape to be made to--the seve1"nl governments over ,'1 stated period 

of years. The reparatj.on o.sency should be given ~ontinuing 1"es­

ponsibility for d1"owing up at regular intervals detailed sched­

ules of the amounts and kinds of reparations items to be de­

livered and should have authoritr to determine the ,3.110co. tion 

of specific 

--- ..-----:-­

among clnimo.nt governments. 

In lieu of establistJlnentof the reparations agency re­

ferred to nbove ReplJ.rc.t ion Flnn may prov;i;de that the Repara­

tion Oommission, [l:pproprio..tely expo.nded by the addition of rep­

resentatives of other claimant Governments, 

existence and ut:U.iz 

may be continued in 
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APPENDIX 

,( . 
..­

MEMORANDUM TO TI-IE SECRETARIES OF WAR liliD r:I'HE NAl.l'l 

"The Joint Chiefs of Staff r0cmnmend that the Secretaries 

of vIar and Navy inform theSecretar~r of State as follqws: 

liThe Joint Chiefs of Staff have considered the militar'J' 

aspects of the proposed instructions for the United states 

representative on therepara';cion commiss,;::m (.APPEmdix"B 11 
) 

and perceive no objection to these instructions from the 

military polnt of view. 1I 
/ 

\ 

/ 

. ,i 
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APPENDIX HB II 

,INSTRUCTIONS FOR U. 3. REP~~ESET~TATIVE ON REPAENPION COMMISSION 

1. It was agreed at the Yalta Conference that Germany must 

,paY,in kind for the losses caused by her to the Allied Nations 

in the course of the war. The primary purpose of the Repara­

tion Commission should be the formulation of a general program 

for the exaction of substantial rep,g,ratton and the establish­

ment of the policies under 'l;/h1.ch this program is to be imple­

, mented. 

2. It is'~nd has been fundamental United States policy that 

Germany's war potential be destroyed~ and its resurgence as 

f'al~ as posslble be prevented, by removal or destruction of 

German plants, equipment and other property. 

'I411ile cooperating witi1 the other powers in implementing 

the basic purposes of the Yalta Agreement, the U.S. representa­

tive will bear in mind that whatever plan is formula"ted by the 

Reparation Commission (heroins.fter referreQ to as the Repara­

tion Plan) ... should be,in confopmity with the economic and seclfrity 

objectives of this country with respect to Germany. The posi­

tion of the United States on the various issues involved in 

this respect ls sUll1.111arized in the following paragraphs. 

3. In determlningthe size and. character of reparation in v 

nccordance i-lith pOints.§!:. and b of paragraph 2 of the Reparation 

Protocol and the allocation thereof among the various claimant 

nations the following principles are ad,vacated by this Govern­

ment: 

a. The Reparation Plan should assist in the elimination 

of industrial capacity in Germany considered to be danger­

.,....., 
00 
lfj 

C\J 
ous to the security of the United Nations.,.... 

C\l
E. The Reparation Plan should aid in strengthening and 

developinc on a sound bA.~j8 the industries and trade of the 

http:l;/h1.ch
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dev'astated non-enemy countries of 'EuroDe and of other 

Uni Nations, and in raising the living standards of 

f: 

these countries. 

,c. The reparation bUl~deri should be distributed in s'o 

far as practlcable' so 8.S to iinpose equa.li ty of sacrifice 

upon, and result in an equal general standard of living 

for the.German populations of each of the zones under 'the 

control of the l"'espective occupying nations. 

d. This Government opposes any reparation plan based 

upon the assumption that the United states or any other 

country will finance directly or indirGctly any r~construc­

tion in Germany or I'eparation by Germany. 

~. The Reparation Plan should not maintain or fos'ter 

dependence '6f other countries upon the German economy. 

f. The Reparation Plan should not be of such a n~ture as 

to promote or require the buildJ.ng up of German economic 

capacity. 

g. To the maximum extent p08sible,reparations $hould 
I 

be taken from the ional. v18:l1th of Germany existing at the 
, , 

'time. of collapse, with primary emphasis upon removal 

of industrial machinery, equipment and plants, particular:" 

ly the shipbuilding, metallUl"'glcal, wachine tool prodUCing, 
I 

e ctrical maChinery,' and chemical industries (including 

all industr:Les producincc; oil and oil products, synthetiC 

nitrogen and synthet~c rubber), ships, .rolling stock, 

patentsj copyri!3hts, and German foreign exchange assets 

including investments abroc'.d. Ci.:;.pacity for the production 

of component parts tho..t enter into the production of the 

industries noted above should also be eligible for re~oval. 
\ 

Reparation 

implements 

in 

of 

kincl 

war. 

s.hould not 

(This Gov

include arms, 

ornment favors 

ammunition, and 

the inclusion of 
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German ocean··going merchant tonnage in the shipping pool 

until the end the war against Japan and its division 

on some fair basis ther€::aftcr, and negotiations With other 

governments are in pl"'ogress on this subject.) 

h. To the extent that for political reasons it may become 

necessary in the negottations to agr0e th!3.t reparations be 

collected in 'the form of dellveries of goods fromcurrcnt 

production over a period of years, such goods should be of 

such a nature and in such amounts as lot to require the 

maintenance of the Gel~mlli"1 w,ar potential or the continued 

dependence of othel' countries on Germany aftell:' reparations 
: ' . ­

cease. Accordingly, recurring reparations, over a period 

of years, should be: 

(1) As small as po~sible in relatJ.on to, the r~para.t5.ons 

to be paid in the form of indus trial plants and equip- ,. 

ment.; and 

(2) Primarl1J~ in the f'or:m of raw materials and natural 

resources, and to the SIIlallest extent possible ih the 

fcirmof manufactured products. 

1. The removal of plants .s.nd equipment sha,ll take place 
'" 

regardless of the t that" they are otmed in i.;hole or in 

part, directly or indirectly, by United Nations nationals. 

Where plaNts or'equipment which_are owned in whole or in 
, " 

, pe.rt by a United Nation nilt ional are to be so removed 


arrangements shall be, made, H'" -practicableahd sired by 


the government of such national, for the owner to retain
I 
his interest in such plant and equipment afterremovai. If 

not practicable or so desired, Germany shall furnish to the 
I 

government of such national adequate reparation to cover the, 

interest of such nationaL,' 

'..1. It will be inevitable that the Germanstand13,rd of liv­

ing will' be'?!,c1:versely .::..~ .;:'0::t,:,0 '!-)~. the carrying Qut of the 
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REPARATIONS 

elmER I· 

REPARATlOltJ :mOM GRWfY 

IN THE @M 01 CJPIT.AI. INDUSl'RI.AL E9l1IPMEN'l' 


'/ 	 ­
I . 

Basic RepN'aUOD!legoUatiOQ! 

I At Potsds. prior intergoverDlll8ntal discussions on the subject of repara­ t
tions were formalized in an agreement on reparations, intended to compensate to the 
~eatest possible extent the loss aDd suffering which Germany bed occasioned to I 
other nations aDd to accomplish the industrial disarmament of Germa.D;y. The Potsdam 
~eament 11 provided for reparations by the deliverY of capital industrial equip­
mSnt from Germany to United Nations and further settleDBnt from German external 
a~sets. This report deals only with the problem of reperations in the form of 

j 	 '. (

capital illdustrial eg,uiwnent from the occupied zones of ~. 

I 	 Tba Po ...... ...,..:..:... proT~':" - . 
I '1. Reparations claims of the tEISl shall be met by removals from the zone 

of Germany occupied by the tEISl •••• 

. I '2. The tEISl ulldertakes to aettle the reparations clailJiS of Poland from 
its own share of reparations. 

1 • .,3. The reparatioD! claims of the united States, the United :Kingdom, and 
other countries entitled to reparations shall be met from the Western Zones ••••
I ... 	 ~ 

. I '4. In addi tion to the reparations to be taken by the USSR from its own 
zone of occupation, the USSR shall receive additionally from the Western Zones; 
I· 	 . ,
I a. Fifteen percent (by value) of such usable and complete industrial 

capital equipment ••• as is unnecessary for the German (peacetime) economy· and should
b+ removed from :£he Western Zones of Germa.D;y. in. exchange for aD. eqUivalent value of 
food. coal. potash, zinc, timber, cl87 products, petroleum products, and such other 

·cOlIIII'Odities as my be agreed upon. . 

I '. b. 'ran percent (by value) of such industrial capital eqUipment as is 
~ecessar.rfor tbe German (peacetime) ecoIlOD\V and should be removed from the. Western 
Z?nes, to be transferred to the Soviet GoverDlD8nt on reparations account without pay­
ment or excl:laDge of ..8.D1' kind in retUl'll.' 

I The nations entitled to receive reparations are represented in the !nter-
Allied Reparation Agency and will hereinafter be called the lARA nations. These 
~tions are 19 in number - Albania, Australia, Belgium) Canada, Czechoslovakia, 
Denmark, Egypt', France, Greece, India. LUX8JIi»ourg, Netherlands, New Zealand, Norway, 
~akistan, South Africa, United Kingdom, United States, and Yugoslavia. The nations 

,. 	 to which cOllllll1t.nta were thus made and their relative shares in the capital in­
dustrial equipa;!nt allocated to lARA are a& foUows: 

,' 

iJ Report at the 'l'riparUte Conference of Berl1n (Berlin Protocol or Declaration of
,I Potsdem)ot 2 August 1945. See ADDex A, p. 16. . 

\ I 
~ I JUNE 1949 

_. 1 ­
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in which the Jl,.e~, WeB predicated on eoliditions stated in the Pots am .&greemen j partic arly
i of ~he 1I111tar1iliat. dur~ng the period of occupation, Germany would be treated eB a aingleeeonanic 

l/ For th.\ .... at 'bis " ...... -'"- B. ,. 21. 

REPARATIONS 


SHIRE OF INDUm'RUL IQ,UIPMENl' .Al.l.OCA'l'Jl) BY THE 
lN1'llR-.A.U.IED REP.&RA.TION AGmCY TO MEMBDl NATIOlB AI 

Proportionate Share ofi 
Industrial Equipment Allocated\ Oountry . by IARA. 

~ban1e 
iAustral1e 
!Belgium 
canada 
Czechoslovakiai
'Dellllltt'k 
:Egypt 
iFrance 
!Greece 
IIndia ) 
:Pakistan) 
'Luxembourg 
Netherlands 
New Zealand 
:Norway 
:Union of· South .A.f'rica 
pnited Kingdom 
United States 
¥Ugoslavia
I 

I '.'I §/ :Member nations of the Inter-Allied Reparation Agency (UlU.). receive reparations 

, from Germany in the form of capital industrial equipment removed from the U.S•• 

! u.K•• 1 am French Zones ·of Occupation. Their proportionate 'shares of tbe 75 


percent of thf, equipment removed which, i8 allocated to l'.ARA. are stated in. thi,s 
table~ (The Soviet 'Union and Poland are not. IJIRA nations. but. receive the other 

I 25 Pefcent of the equipment reIWved fronfthe U.S,. U.K•• and Franch Zones ~s 
, .§.1l c~pital ind~~~Jll~q,!~~ent which they unilaterally remove from the" Sov et 
I. 'Zone--a?-o-c~~pation.) .----...--.. ,.,_.,,:.; .--,-.....,..,-.".---'-'-c--,,-. 

\~i' . 

.\ T--~··--·---~"",:""'--·' 


I . . ~ 
i Tbe amount andcbaracter of equipment surplus to a peacetime German eeonOll!Y 

. was to bel determined by the ..Lll1ed Control Council. subject to tb8 final appro~al of . 
the Commap.der in the zone from which the eqUipment was to be' remov~. Prior to . 
establish.ing the total amount of equipment subject to removal, ·advance deliveries·

I . 
were to be mde from certain plants considered eB obviously surplus' to any subsequent­
ly agreedi level of German peacetime industry. In accordance with this agreement the 
Western occupying power~ prepared in the Jell of 1945 an advance list of plants which 
might be diSlliantled and delivered as reparaiIoiiiit'jiifqr to quadripartite agreement on 
the future level of industry. . . . '.... . 

IPreparatory estimates end negot1etions took place during .the fell and' . 
winter of i1945-46 regarding the level of Qerman industry which might be necessary to 

/' meet the needs of the occupying forces end displaced persons in Germany and to main­
\i tain aver~ge living standards in Germany""iJiot e%ceed1iigt~otber European 

eountries.~ The four occupying powers. on 26 JI:lrch 1946, agt'eed on a' Plan tor Repara­
tions and Level of Postwar Germn li:oonomy (dated 27J1U'ch 1946)•.1/ This plan, which 
proposed ~o reduce heavy industry in Germany to about 0 55 percent' of the 19.3fL­

percent 
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""V~wn.i.,........... ON TRIPARTITE FOUR LA 
n",c~mT'm~"nT".t..T DE L'OR IDNETAIRE 

.j.....I..r~~.j.ITE COMMISSION FOR THE 
RESTITUrION OF MONETARY GOLD 

S~ Desmond Morton, K. C. B., C. M. G., Me C. , 
De+egate ot His Majesty's Government ot 

BRUXELLES ,13th March, 1947. 
BRUSSElS. 

24a Boulevard du Regent• 

G~eat Britain and Northern Ireland, 
Inter-Allied Reparation Agency, 

Br....eI.s, Belgium. 

s~,
I 

I " 1. As set torth in the ofticial announcement made on September 
27th, in the Department of S.!:ate Bulletin, in the London Gasette, 8'ld in 
th~ Journal Officiel de la RApublique Fran~aise, a cop,y of which is 
at~ached to this communication, the Governments ot the United States, the 
United Kingdom and France, in accordance with the responsibilities placed 
on !them under Part III ot thel'aris Agreement on Reparation, and in order 
to Icarry out as rapidly as possible the terms of that Agreemen~ in so tar 
as they concern the restitution of monetary gold, looted by, or wrongfully " 
removed to, German.v, have constituted a Tripartite Comnissiontor the 
Re~titution ot Monetary Gold. The Commissioners appointed by and representing 
their respective Governments are 

For 	the Government ot the 
United Statss of Amerioa 

For His Majesty's Government ot 
the United Kingdom and " 
Northern Ireland: 

For 	the Government ot France 

MT. 	Russell H. Dorr 

Sir 	Desmond Morton, K.C.B., C.M.G., M.~ 

Me Jacques Ruett, who during his 
missions aWa::/ from the seat ot the 
Commission, will ,be replaced by 
.M. Henry SpitZmuiler, who will 
exercise identioal powers (Decree 
ot the French Government, 9th 
November, 1946). 

2. T1>.e Commission has been established tor the time being in Brussels,"
7 where its address until further notice will be ; ­

The Triparti te Commission tor the Restitution of Moneta.r'yGold, 
24a, Boulevard du Regent, 

Brussels, Belgium. 

The ColIllllission is in no way constitutionally connected with, the Inter-Allied
l 

Rep~ation Agency, which also has its seat in Brussels. 

I 3. As will be noted from the offioial announcement, the Commission has 
been authorisea by the three" Governments concerned to assemble the information 
reqhired to carry out Part III of the Paris Agreement, and to determine the share 
of ~ach claimant Government in the pool of monetary gold to be distributed by w8:3 
of restitution. In this conneotion,the Commissioners beg to draw your attention 
to Paragraph D ot Part III of the Paris Agreement and to the Terms of Reference 
of the Commission Whence the question of the eventual partioipation by Governments 
not Isignatories to the Paris Agreement in the pool of monetary gold available for 
restitution is not one for the Conimissioners to deoide. In consequenoe, the 
desPatch ot" this letter to non-signatory Governmen1$ can in no way be considered 
by such Governments as prejudging the decision in regard to their partioipation

I
which will be taken bv the Allied Governments concerned. 
I" ~ 	 " 

4. In general the concepts of loss through looting by, or wrongful
removal to Germany, whicl'l will guide the Commission, are those desoribed in the 

"United NatIons Deolaration against Axis Acts of Dispossession, dated 5 January, 1943;
in '\;he United Nations Gold Declaration of 22 February, 1944; and in Re.olution VI 
of the Final Act of the United Nations Monetary and 212587
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dated 22~ July, 1944. 

For the purpose of implementing Part III ot the Paris Agreement, insotar 
c~aCE~rnlS the submission of claims for restitution in respect ot losses of 

gold through looting by or wrongful relWval to Germany, the Commission 
the follOwing definition of "NJdnetary Gold"~ 

"All gold which, at the tire of its looting or wrongful removal, was 
carried as a part of the claimant country's monetary reserve, 
either in the accounts of the claimant Gover:"nment itself or in the 
accounts of the clainant country's Central Bank or other:" monetary 
authority at home' or abroad. 11 

6. In view of the foregoing, we, the undersigned Commissioners, request you, as' 

Delegate of His lJajesty's Government of Great Britain and Norther:"n Ireland, to 

be good enough to invite your Governrent to furnish us detailed and verifiable 

datatregarding the losses of monetary gold, as defined above, suffered by your 

country since 12 :March, 1938, through looting by or wrongful removal to Germany. 

Such'ldata should include only claims on behalf of your Governrent Or of your 

ooun~ry's Central Bank or· other:" lWnetary auth9I'ity. The Commission cannot . 

r~cognise claims put forward by one Government on behalf of another Government 

or on b~alf of the Central Bank or other monetar,yauthority of another country. 

In o~der to provide the necessary legal basis for restitution , it is requested 

that Ith;is information should be. furnished as a formal statement. by your 

Government, certified by the proper authorities with the necessary signatures 

and $eals. It shOllld be understood that this information rI1!ly, in summary form, 

be published by the Commission as an historical document. . . : 


71 .Attention is drawn to the fact that the three Commissioners will be 

ablelto enter into correspondence only with the authorised representatives of 

clai~t Governments, and cannot receive co~~cations from or enter into 

oorr~spondence with private or legal persons in regard to claims for the 

restitution of monetary gold. 


81 It is hoped that all Governments claiming restituticn oflWnetary gold 

willi find it possiQle to prepare the neces~ information in a reasonable uniform 

manner, since this will e:x:pedi te the work of the Commission and permit a more 

promPt distribution. To facilitate thisi a questionnaire has been attached as a 

guid~. It will be understood that, in view of the Viery large sums involved, and 

of its responsibility for determining the relative shares of the Glaimant . 

Gove±'nn:ents, the~~o~:q~l..f...eel ob1~editfhtsc~inizeJt~th tl?-~£~~~~nt.=( t· 
care Iall infornaitoljV';<md ~+r £J:ha"':f~rcfsion loif6er~~g rt1t~uea(fmWsfomVrtrP~rs;mprma ~on 

, indiyidual claim. The Commission would, therefore, be grateful if your Governmnt 
could undertake to ensure that all information furnished should be as complete 
and biroumstantial as possible.

I 

9l Information is requested as to those transfers connected with looting 1 


by of. wrongful removal to Gernany I recoveries of gold from German or German 

alli~d oontrol and all other transfers of monetary gold during the war period. 

It will be recognised that such full information is essential to permit . 


. reco~struction of German gold movement s during the war and to aid in tracing 
looted gold to its present location. Data as to any reooveries or acquisitions 
of mbnetary gold from German or Germn allied control, whether directly or 
in~ectly, and as to recoveries or acquisitions from a third country made ~ 
accotmt of IIX>nellary gold lost to Germany, are, of course, particularly important.

I • 
10. It is requested that six copies each, in English and French, which are 


the 9fficial languages of the Commission, of the required information, together 

with I six copies each of certified translations into English andFrench of each 

evid~ntiary document in another language which is submitted in support of a. 

claib, be forwardea to the Tripartite Commission for the Restitution of . 

Monetary Gold at the address given above. It is requested that receipt of this 
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letter be acknowledged, and it is hoped that, in the interest of your 
own Government and of all other claimant Governments, your Government 
will find it possible to complete its reply before 30 April, 19~7. 

Commissioner Commissioner Commissioner 
for the Government for His Majesty's Government for the Government 

of the IUnited States of America of the United Kingdom of Great of France 
Britain and Northern Ireland 

(signed) (signed) (signed) 
Russell H. Dorr. Desmond Morton. Jacques Rueff. 
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/1, ,i'~~GoV;erllriient~ofth~VnftedSt~tesofA.;m~ica,the.United .," 
" "Kingdom 'Of, Greitt Britauia'nd 'Northern'Ireland, 'and the: French , 

•.. ; " \," I _ ....,' '. " _',. '.' .' ~ . .'. i' '- . _, . " .. '-" \ -. " .': -,', .. " _ ,..., ,

, Republic4 ·,hereinafter referred' ,to as,"the Allied .~GoverDnieiits, pon­
.' eerned?' on, th~one.handjahdtheG9ve~n~ent/of~t~Yi,On the other, '. 

, ,';have; : tbrough,tlii- 'UIl,dersigned ,'dUly;' :eIh!io*eredrepresentatives, 
, ". agreed 'as'foll~ws':"':""':' ';.' .. ",.', •.. "., ". . , ..•. 

.1. Th~Jlliied 'd~vernplerits, c(mcerneaagre~tha£ Ital~~ould, 
,.receive Ii proportiofiai.snare' oLthe:gold.disti'ibuted.prirsuant·to, Part· 

. , '. ntofthe l\gr.eeirient·onReparations from Germany; on the establish­
ment of an Iriter-AIlied,Rep~ratio~s Agency'arid·onthe Restit~tion ,of. 

'Monetary.Gold signed 'at"Paris on 14th JanuarY/'1946,P] ,on the same " 
basis"RS the, cOUn:tri~ssigilh~ory' to the 'saId AgreeIrient .to the<'extellt 
tha,t Italycan,establish,.. that' a, 'definite' amotpitofm9netarY ,gold 

,'beionging to it~a;sJoot~d: by Germany;:oI:. ~tanytime 'after 3rd' 
" Septeniber; 1~43;waswrongfullyremovedintOGei:lnftn .' territory.. 
, " ' . \ '- -, :. :<, , _", '~:." . ... \:-, ... ' " ".i '" 

2. 'Itruyadheres to the a:ITang(mlentfo~therestitution of monetary 
gold set forthJilPart IHof the afQre-menti~~ed Agree~ent and 
declares that: the portion of the. monetary goldaccrliing to it tirider 
the Agr~emeht isactepted-in full.~atisfactiori of·.all Italianc~aims·. 
,against Germany for. restitUtion of monetary' gold,. . . .. 

·'3. ltal;a~p~pts~e'~r.iangetnentswhichh~ve beenot will be made . 
by the·Allied-Governm,e'nts: ~onceriled fot th~ implementation.of the, 
aforesaidariangement:. ' ; . " . .' . . . ' . 
. 4 .. (a), p'imding thedefiilitivesettlementof s1.!ch claims as' may be 

, . made pursuant to Article' 75; paragraph 8, oLthe Peace 'i'reatywith 
· Italy [2] within six months of the' coining 'into force of. t;heTreaty, . the 

Italian Government agrees to. set aside o~tbf its.'shareas stipulated 
. above, as a'gilarant{le·.fortlie, e~ecu.tion ofthe.sa~prov'isions~of the 

. Treaty,and to 'leave.on deposIt WIth the Alhed Governme~ts con­
. cerned"a.Ilamount .of gold: appro tely equal:{to.the Claims which 

· it is now knowu:WiUhe made against ' aly :undei/the said provisions, 
· vii, 14,422"'kitogram~ of fine gold: in respeCt of thecIaim 'ofcFrance 

.. arid 8,85ildlograms: of-fue.gold mrespect ofthe claim of Yugoslavia'; 

1 Treaties ~rid'Otherlnternatio~aiActs Series 1655.. 

,.2 .TreAti~Sil.~dOther InUJrn~ti~riai Acts Series 1648. 
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CONFlPENTIAL 

MEIDRANDUM 
\ 

. I '. . u.s. Delegation Action Officer: 
to Ithe Inter~Allied Nat B. King 
Re~aration Agency First Secretary 

Subject: 	 The United States Delegation to the 

I~ter-Allied Reparation Agency. 


The United states Delegation to the Inter-Allied Repa;ration,Agency 
at \BrusselS (I.A.R.A.) is cOmposed of a Delegate, Deputy a~i;i ~ecretarial 
staff. I.A .R.A., an international organization composed of representa­
ti~es of 19 nations and a Secretariat of some 1$0 persons, was established 
by ithe Paris AgreEim~nt on Reparation from Germany, which became effective 
January 14, 1946.~1)The United States was then p~~marily concerned with 
pr~venting the recurrence of German aggression.\ Secondarily, the con- ~ 
c-l~ion ha~ be~n reached that. money reparations w~re .a delusion, forming 
an unsettl~ng influence over monetary exchange.(3J . 

Many United Nations had suffered extensive.industrial damage through 
ene~ action and accelerated war time operations. .On theot?er hand 
despite strategic bombing the bulk of German plants were operable or 
rea~ly repairable, and German industrial capacity still far greater than 
needed for a normal peacetim~ economy. (4) .
I"' " . 
. It was therefore decided that German World War n reparation would 

be k ~ransfer of capital, principally industrial equipment and external 
asskts. This was to accomplish economic disarinament, as well as provide 
tangible aid for allied reconstruction. The result was t~e Paris" R§Para­
tion Agreement creating I.A.R.A. and fixing the reparation shares.(S) 

I TheI.A.R.A. Secretariat mak~S recommendations for the alloca~ion 
of reparation items to the Delegates who meet as an Assembly With authority 
to ~ct by majority vote. (6) The United States Delegation has a dual role 
in this process. Its general objective is to conform allocation decisions 
to bur political and economic pOlicies. Specifically, it informs theI '" ."" ."" 

(1) 	The Inter-Allied Reparation Agency, Department of State Publication 

. No. 2584, pag"e 7." . '. . 


(2) 	The Paris Agreement on Reparation from Germany, Id., page 1 •. 

(3) 	United Sta.tes:;:Economic POll~ Towards Germany, Department of State 

(4) 	1:~~::O:3~O;26)O,page 1.. .. 
I " " " 	 . 

(5)IThe U.S. share of industrial equipment is 11.8% and for all other 

reparation (which includes German property in the U.S. and the " 

neutrals) is~ 28%. Ope cit., Note 2, page 3.' " " 

I 	 . 

(6) 	;rhe Agency has adopted comprehensive " rules governing its operation. 

LA.R.A., 1948 Report of the Secretary General, Annex IV, page 30. 
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I
Department of state (and through it private industry and interested 

goverhment agencies) of material available for allocation, and then 

endea-i,6rs to obtain the allocation of wanted items for the United States l
 

• 

I 
l~ile the United states has never required much German industrial 

equip~ent, both private business and government agencies are interested 
in items of advanced design. For example, from the German. aircraft 
industry the U.S. Air Force has obtained equipment to develop mass production 
of aif.craft, the U.S. Navy has obtained a large plant producing high con­
centr~tion hydrogen peroxide used for submarines and rockets, and a private 
company has obtained an aluminum foil plant now operating in California. 

I . 	 . 
0ur financial interest in reparations are not inconsequential, the 

, 	value I of industrial plants already obtained by the U.S. Delegation being 
some 9 million dollars, and our potential share in German assets from 
$witz~rland and Spain about 20 million dollars. Most importan:t are 
Germahassets in the United states, valued at around 325 million dollars, 
many hf which are subject to conflicting claims by other countries. These 
intertustodial conflicts are considered by special I.A.R.A. committees and 
the m~diation forum thus provided is of considerable advantage to the 
United states. ' . 

. j ." ..... 
Because of changing concepts of Germany1 s place in Europe r s economy(7) 

there I has been consider~:.ble delay in making plants available to LA.R.A. and 
this Agency has yet to allocate approximately 100 million dollars worth of 
capithl equipment, a great part originally intended for the Soviets under 
the pbtsdam Agreement. (B) This is about one-third of all plants so far' 
allocated. 

I 	 . 
The Paris Agreement requires that "a reasonable balance shall be 


maint~ined among the rates at which thE";l reparation shares of the several 

claimant .governments are satisfied". (9) The Delegation must therefore 

consthntly strive to maintain a favorable accounting position for the 

United States, bearing in mind that German property in the.Ull1ted states 

seizer by the Department of Justice is accounted for through the Agency. 


, The pOlitical stake of the United States in I.A.R.A.requires that 
its P9sition ~s an occupying power, its policy toward Germany (particularly 
ECA) pe justified and Soviet. views echoed by the satellite Delegates be 
refuted. . . 

I 
I(7) 	Id., page 8, et. seq. 

(8) 	slbject to certain reciprocal deliveries from the East, Russia was
t? receive 25% of industrial capital equipment in the Western Zones. 

Ope cit., Note 2, page 21. 


(9) 	pkrt I, Art. 4, Par. C (iii), Id., page 14. 

NBKing:HIJorgense~/kar 
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i~" 	 "' I 

•,':- '..1' 't~'1i!'~1on liaS taken 1ntq accouDt. tliacle'~buitY;in>t~;Uilii ..•. ......... 

:'/'."~.': ·o$"Worl~,eeonom1.c oondit~on8,' ot putting 1Ilto o1rc.ulationwit}>.9;U1; .. ~~lai..large 
,<{:,,:;:,1 a~,'iII:Jpos~ible of the recovered gold .:which .ha.Jj., AAsn .immob1l+'.d:up· to the 

"!/":~;?:;: ipr~~.nt"and the '18g1t1JBate • dea1re,·o~Q(rrernment8:.tQ, obtain.88~¥'aa .possible 
.:'.:::h~'; r~b&tJlhare of the gold '1;0 be. diStr1bu~d to whi~h,t;~y are ·entitlec1!, , . !he 

:!'~:>!.i:IQOI$11s8ion Ma, therefore, decided not to wait ~!~,~~,.;,~t-1sina~aition to 
",:"!~\~:(:~~{.·I adjudicate t1nalJ,y'iJ.'\P~nall theolaima reoe1ved, .. ~t:t;0 make a,pre,liminay dis­
"':.;\'rt;, tr;t\)ut~on in reapeot of tho8.~lJ.liJIIs the validity pt Which. it has (j!ound to . 

"'i'f!b8,i:J:ido~trovartible. .... .' .'. . . . . 	 . . .... 
.:; '; 

. .' .Suoh dist~butiQIlw1l1 beaa:f911owsl Belg1um.90,649.S374kg of'f1,.ne gold, 
Lwa.nburgl,929p+m kg of tih,.'~,()~dINethJr~nd. ,~,S90.;740kg of fine gold. 
further I' the Q0JIim18s~on ob.~'.1;~tthePar18 ~gr.eeDient 'on,~pax-ation of 
.January 14, 194o, prOvides in .Fan: +II that""theequivalantof the share of gold 
whioh countries not rep~e8$Dted ',at . t~ (lon1:erenoe (includins .AU8t~ .and ' Italy) 
would receive iti eventua~ adm1~ted' to particsi~~", shall ·~.8et a"ide.pending 

.,; ..... a deCi.lion on th~ point. !her.e.f'o1-e,:..t.~~.. ".'.$~pn, oon8i.deri:n.g that portions

.••.... ' I oftha olaims fOl'wardad to itby' the ~~. ~;:-.nd':;~llan Governments would be 
"/ valid and entitled to be includedinth.e !:1rat r1bution bad the above 

,~tipulation been(met, ba8d.cid~'4 tooir.derthat",·~1tJ.4002kg ~f, fi~e:>g9,~d 
;,!o~4ustria, at14 l,B05~3182 ~gJ).ftine~()ld' :o~"'l:talY shall be~eta.8j.(le:
aoO'ordingly.. i ___ '.' ... ' ......' ," ...' . " . . ... 

'lhe'/OOJmD1s~iGn' wiahe4 to draw to 1;~ atten~£()~,o.f;allGover1ll1SntsJ and 
particularly tWo,se Governments'I,lot~ng in ~¥!.:'jp'~~J;"'1"'t'd1stribution, . 

.. " 	

_____,...,_,::.:..,~.. 

<;jI~ tao~. tbat In calculating the SlUIIStC)1be al.lC)cat,,~ f~" ~s _iDtained a 
suffioiertt 1'e8.$r'18 to satisf.y claims at 'F,eserttl:M9:l.<l\orer:t()r further consi­
derationc.4nd ,,*1.c1:1...,. later ~ .. judged val:.id., Rights\. to~st1tuti9n whioh may 
be.raool¢ised/in respect of ~ob olaimS are, tharetOJ.".', .ate~ed •. .~{'; ,'.,'.' .:; 	 " ' . . ,', " . . . , 

·~~~.}distr1bution will. be mde by t~ OoJIdssionallsoolla:e(p08Sible. 
; ·f~::':'::'·i: f ." .' , :.", '.' ....... .\:,.. ." .....,... : .... 
•.,~~>~siop re88l'V;8S the· x1.ght t'"o m8ke Public shortlythis!'1rst

se~.'}~~;f',:a'o1siolUl. . . ..•.. ,.' .', . ' ' ' ..... \" . . . •. 

,::.,.' . 

Deputy-C.asioll of 
Tn•. ao~enmrsnt .. of, the 
UidtEid St4t.a ofAmeriea 
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