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Commercial bank$ have been notified by the Swiss .
National Bank that, effective August S5, the Swiss
Nationdl Bank suspendéd the sale of- gold coins as a
measure to prevent the depletion of goId stocks, but
that private banks may continue to deal in gold coins.
Since the 26th of June the price of gold coins. 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 1l2th. Swiss 20franc gold coins
increased from 30.90 to %4.50; sovereigns from 40.25 |
to 44 during the same period. The price of gold bars
remained practically constant during that period at
4970 Swiss 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.
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: Rise in price of gold in Swiss currency.

Cn July £27th Mr. Rossy of Bangue Nationale Suisse told me gold
reserve had been depleted SFr.%QLQOO,OOO since beginning of 1942
through sales $0 individuals chiefly, indicating apprehension of
inflation. [hio vnae Cadbol T vv@%ﬁﬁ%ﬁ$hx Qmﬁ%>«zg:4ﬁ_
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in Swiss currency.

ety of. Banque Nationalé Suisse told me gold
Fleted QWr 80,000,000 since beginning of 1942
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Mr, HUDDLE,=~ -~

You will recall my

coins in Switzerland

In Zurich I saw an official oi the SWioS
stated in this regard that the .Bank

»Ngﬁuguét_ll,

“

MEMmo, regarding inecrease in price of gold

atlonal Bank,
1shed to raise the price of

Swiss gold in relation to Swiss paper nurrency by about 1l0~percent,

viz, from around 31 to 34 francd Tfor a 20 frdl gold piece; the
reason back of thls desire I wes- not able to .asecertain, :

In the camntime,

francs to the dollar as cgmpared w1ﬁh as low_

ag0,

-~

US gold was guoted as hlgh as 9,70 swiss -
s 8,40 seme weeks

Lendreth M, HN, :
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August 7, 1942,

¥r. HUDDLE, ‘ '
- There has been a no iéﬁble increzse during the past few
weeks in the price of gold {n relation to Swiss currency. The

following cuotations are revealing:

June 26, - hugust 6. increase
US $  &.40-2,55 19,05-9.25 - .55. Sw fes.
Swiss 30,70-30,90 ‘ 52.75=-35,25 2.05 .
Bars  49.30 - 49.50 no chenge . ' iﬁ?
%
The increase appears to be only in currency as prlce of T
gold bers has not chenged.,” Implicetion is that there is a 3

heavy demand for gold currency of all countries.

Similar price increases are reperted for French, Ttalian and “
Bt pe . . ~ . ' t
“ritish gold colns. - : g -
‘*g’uw«—-' ¥

,Landreth M. Hn, " ™
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iron) to Switzerland and that the Gsrman clearing over-
draft will consequently rise perhaps to about 400,000,000
by the end of October¢ .

:tali Clearing. On July 22 the Italian over-
draft on the clearing reached 89;200,000 francs and it
is expested that the "ceiling" (125 000 000 francs) will
have been reached by the end of Gctober. Then will be-
come urgent the questiaﬁ of additional credit facilities
to Italy., The Swiss sueceeded in side~stepping during
the recent: negotiations the matter of an additional
credit to Italy over and above the "ordinary™ one con-
tained in the officially esteblished overdraft limit of
125,000,000 franos. However, the Swiss have no illusions
about the situation that will arise this autumn in view
of the steady decline in merchandise avallable for ex-
port to’ Swi%aerland from Italy,

(5) FEDERAL ANCE

The %neaaury had a striking success 1n marketing
"~ its new loan in June* and has ample funds until sutumn,
barring unexpeoted .eventas.

(a) g_:ccm

It 1s expected that retail prioes will start
upward again in the autumn to a degree that will oreate
probably more soclal tension than heretofore during simi- . -

' lar price evolutions. The wages and salaries committee
of the Federal Dapartment of Public Eoonomy has worked
out and mede public a table for supplements which might
Justly be added to wages and salaries under given price
advances. This table will probably serve as a norm for
discussions this autumn betwsen employers and employees.
on subject .of adjustments of wages and ‘salaries to meet

the eventual new wave of price 1ncreasaa. : ,

File No. 851 .
. WMG/mws

Originel and seven copies
to the Deparﬁmant

. copy to Ameriocan Gonsulate General,
Zurich

*Page 3 of Legation's "Economic and Financial Developmants"
raport of M&y 28, 1942.
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(2) GOLD

(a) Stooks

National Bank The perio&io reports of the Nation-
al Bank indicate only a very unimportant net change be-
tween Mey 15 and July 15 in -elther the gold holdings or
holdings abroad. of foreign exchange velld as bank note
coverage, The only faot worth noting is that they both .
declined slightly simulteneously, whereas in previous
pariods their movemsnts had generally béen opposed,

i tional gnk Holdings
iM;llion francs) )

End of: o gold ' Foreign exchange
' _ ‘ : abroad* ‘
December, 1939 2,262 ‘ - 360 .
July, 1940 - 2,114 . .488
- June 23, 1941 2,292 . o 1,304
Mey 15, 1942 » .3,446 o : 124
July 15, 1942 - - 3, 440 112

*Dollara at New York

v ' Between May 15 and-July}ihe German Reiohsbank sold
only ebout 12 to 15 million Swiss francs of gold to vhe
Swiss National Bank., The Reichsbank used the proceeds

_ therefrom to indorease somewhat its growing account at

{ the National Bank**,to inorease the likewlse still
growing account of.the Swedlsh National Bank at the
Swiss National Bank and- to buy small quantities of es~
cudos from other Swiss banks. The Swiss National Bank
expects to receive shortly 700 kilos of gold pieces,
mostly. Napoleons, from the Bank of Franoe, the proceeds
of which will be used to satlisty French obligationa here.

(3) ;L__;E

The Swiss National Bank is purchasing about 25 tons
net of silver in the form of French coins (former 10 end
20 frane pleces). Price is about 70 Swiss francs per
kilo. The Swiss still need about 20 to 30 tons of tim
\alloy for small ooins.

(4) EOREIGN ;Q

' Germen Glearing. Total May imports from Germany
- were high at 66,000, 000 Swiss francs and remained at
about that level during June. So far a8s is known de-
liveries in early July were at a satisfactory level.
consequently the Germen overdraft on the olearing rose °
between May 20 and July 22 by only 22,000,000 francs to
207,000,000 fremcs. The Swiss anticipate Germany will,
by the beginning of autumn; experience new difficumties
~in making deliveries of merchandlise (ohiefly coal and |
. iron

**pages 4 and 5 of Lega£ion's WEconomic and Financial
-Developments" report of April 25, 1942.
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‘From American Leg&hion,
Bern, Switzarland,

‘ -]

Strictly‘ebnfidehtial

(1) ?OBEIGK EXCH&NGE

Bank thes. The follnwing table 1llustratas the
movements in ‘exchange rates of bank notes of the prin-
eipal currencies since tabulation was started on Fsbru-
ary 28, 1941. > : .

Hominal R&te in Swiss ?fancs for
Eotes of la:ge Denaminations

1941 Rome London ‘ onn ' Berlin -
(100 1ire) ( &L) (100 frs.)(100 Ra)
‘Feb. 28  1l.75. 8.00 L 2.775 - 50.5° ?
Marech2l  12.65  7.55 3.80 54.5 ?
Apr. 29  12.775 7.425 3.575 61.5 = 4.22
May 6  13.125  6.925 3.625  60.5 4.255
July 2 10.30  6.575 3.15°  52.0 - 4.52
Sept.12 8.30  8.575 - 2.575 = 42.5 3,95
1942 5
May 5 - 5,30 5.55 1,60 °  33.0 2.075
Mey 12 =~ 5.325 5,25 . 1.75°  32.0 -~ 2.255
~ June 1 5.05 . 5.50. - 1.67 28.5 2,475 -
" June 10 5.05 . 6.35 1.68 25,5 2.53 -
July 15 5.35  5.925 1.83 .gtse.a T 2.68B

There is noth;ng new of importance to report con-
oerning the market for bank notes other than that it
varies following the respective political fortumes of the
country whose uotes are traded : :

Eandelssperrmarken The exchange rate of this Ger- -
mem money .of restricted use contimues to reflect Swiss

. opinion as to German fortunes. It dipped sharply in
- early June ouly to recover after the fdll of Tobruk to
“the leval maintalne& between mcrch and may

100 “ﬁun&elss erlmar&en“ in Swiss Franes
(honthly averages unless otuerwise stated)

1939 - Low . mign
Jan.—July inclusive 17.04 - -= - ° - 18.81
Septamber ‘ - 6.67 -

1939-1940 .‘ . | - ,
November-Februa?v 13.34 - 15.62
1940 _%Qustvh T | | - :
T May . N o 8.56 - -
Decamber A 38.02 -

1942 ’;:~ o .

January . -, .- 1B.78
April ‘ : 21.23
July 7 ‘ - 21.00

July 25 21.00

012447



S %
'-:‘;;. | - A'J.‘.h‘érl?;’ -
2y l}z: WA
———— 'W
REGUIRED REPORT
(Reference: Department's instruc-
tion No. 1100 of July 31, 1341,
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' ‘period Merch 15 to April 18, started downward again af’ber

April 20 and by Mey 185 had not apparently yet reaehed
the bottom of the mevement.

(3) POREIGN LOANS ° °

German clearing. A3 imports from Germany ocontinued
‘on a curtailed basls duriing the period under review and
as the delay in payment out of the clearing to holders of
Swiss exporters’ oredit bills continued ebove nlnety days,
he German overdraft on the clearing rose egain. The in-
crease was 15 million fremcs between April 17 and May 20
and the total overdraft on the latter date was about
185 million frenes. A careful appraisal, just completed,
places the total value.of eradit bills likely t0 mature
under the ninety-day waiting period arr&ngament ‘at about
.5060,000,000 francs; thus, 1f Cermeny delivered nothing
more to Switzarland after May 20, the olearing overdraft
would rise to about 485,000,000 francs by Aungust 20. .
-Since such a radical aessatlen of Gorman éxports has not
yet taken place, the rise in the overdraft will be more
"moderate and is not expected to reach the 500,000,000
franc merk until sometime near the end of this year. The
-Germans blame their inebdility to deliver the contracted
amounts of merchandlise to Switzerlend ok & lack of meana
of transport end tell the Swiss that if they want their
merchandise they should "cdme and get it".* Should Ger-
many eventually ¢ollepse in defeat, the Swiss would re-
gard thelr loss on the 5003060 €00 franc clearing over-
draft a5 a "contribution & fonds perdu" (capital contri-
bution) by the Swiss Governuent to a projeet which pre-
vented sithar ganeral unemployment during a eritical
ysar or mors, or, what would be aqually undesirable,
, German demands that Swiss labor migrete to Germany. -

‘ Italian elaarigg. Satween April 17 andMay 20 the
Italian overdraft on. the clearing rose from 68 to 75.2
million francs. As it sppears that Italy alsc is face -
to face with the impossibllity of maintaining its exports
to Switzerland, the Swiss authorities are envisaging an
Italian reqnest that the present overdraft ceiling of
125 million franas be raised. Thus far no demand has
been made. : e - :

A

(4) FEDERAL FI ?mwcx

Buring sarly June the Federal Tressury will bcrrow
on long term mearly 400,000,000 franes. Subscriptions ia
the amount of at least that amount are expected and may
reach 450,000,000 francs; the amount subscribed in excess
of samathing shcrt of 400 millions will not be acoepted.
4s there are mo eonversions to be made, the entire sub=-
seription will accrue as new money to the Treasury, which
will then have no meed to come to the market again until
the enﬁ af the summer.

Fila Nb. 351 ,.~‘,« - : .
WMC/mws ‘

Original and seven copies $0 the Deyartment
Copy to American Consulete General, Zurich

’*Legatien's strictily eenfidential telegram No. 22&3 of
Hay 83,1942,
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‘Economic a.n.d Fi.na.ncial Developmntn,
From American Legation,
- Bern, Switzerland.

'-‘nsu

Nationsl Bank has begun shi;mant of lo,000 kilogrems of gold to

;Portuga.l at the rate of about 1,000 kilograms every two weeks;

- this amount corresponds to that for the transfer of whioch, to
Portuguese account, the National Bunk asked for, but failed to
receive, authority from ouxr Tx‘oasury Departmmt. It is a&id that
Germeny dose not ship gold directly to Portugal, ‘because it would
be necessary to accompany it aoross ocouplied France and 3pain,

' Germany apparently finds it less burdensome to ship it to Switserland -
than to Portugal for sale, . The Portuguese, themselves, prefer
epparently to have no diract géld dealings with the Germans, Swiss
private banks bought in the pbriod under review gold pleces in Spain
against bars, being able to- gell the pisees here &t & profit, During
sbout & month's time (Pebruary Io to March lo) the Swiss National Bank
-gueceeded in @elling on the domestlis market about 2 million franes of
gold piesces. That market. is not without limit, but if supplied
graduaily willingly sbsorbs the offer, &s is proved by the only vory
slightly depressed prices despite the offer,

Domestio. The domestic demand for gold during the period under
reviev was un:mportn.nt.

Bid yrices for gold bars tended slightly npm:d shor’cly after

February 15, advaneing from 4,915 £ranos to.l,93¢ francs per kilogram
by February 2o, where the price remained stable until March 1§. . The
price et which gold was offered i‘eaeted slightly to this edvance, and, -
beginning about February 27, advenced from L;;955. frencs to 4,960 francs:

. per kilogram Prices for. aagles eased over so alightly. probably es
a result of the inoreased offer from foreign sourdes (see- abovo) ; on
February 13 bid and offer prises for eagles were 8.70 -and 8.85 fespective-
ly, whereas on March 16 they were 8,60 end 8.To respectively, with the
trend-still slowly, but slightly, downward., - The prices of Swisgs gold
pieoes remained unchanged ot 30.70 bid end 30.9¢ offerad,

. o {5)mmnmm

Gorman clearing. Through Maroh 10 there was no ehango in the
German -overdrert (ebout 150 million fra.nos) on the Swiss-German .
clearing. During the two weeks preceding February 26, German merchandise
deliveries to Switserlm@ ‘deoreased somewhat, but between that date and
March 11 tended upward again.towerd normsl, so that probably no noteworthy
oha.ngo in the ammmt of the Germen overdraft has yot been inaugurated. :

, Italia.n olear!m.g Through March 1o therse WS 1o .ﬁnporta.nt change

4in the Italian overdraft on the Swiss-Italian olearing, ‘the adiount owed
by ‘Italy being then ebout &) million francs, or slightly less than a
month earlier, The interrupted Italian-Swiss negotiations may be resumad
toward the middle of April, st which time Italy may présent serious

proposals for raising ths -sieling of its pomitted ovordro.tt ‘on the
: Olmgg :

(L) FEDERAL FINANCE.

" Pollowing the conversion losn desoribed in the Legition's last
report the Federal Tressury had sbout 100,000,000 francs cash on- deposit
at the National Bank, which, together with the usual short term borrow~
ing possibilities at the Bank, will suffice, to carry the Qonfederatien -

until Apri.l 15%11 at least without further ma.rket opetatiom‘

?110 Io. 851- .
WIC/neg:
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4 Eoonomio and Finanoidl Developmants.
, B‘rom .&merinan I.egation,

‘,,/ Bern, Switzerlahd, ‘
' . [ 2 -

(b) Blooked dollm

Duttweilar. dynamio Swisa politicim and business man¥, hn\x now
" interested himseélf in the project to use d.ollo.ra blocked in priva.te
accounts to purchase stodks of .Ameriean raw materials for post-war
delivery, To this end he has been endeavoring to form a consortium
of interested Swiss. The Sw.l.sa Government apparently han no hand in
this venture, ' : \,
In discussing the National Bank's application made last November .
“to transfer h,Soo.aoo dollars frgm its blocked ascount to that of the
Spanish eentral bank, the Bern Director of the. Bank declax-ed. that it
had been"very helpful® in buying dollars, having bought 15 millions of
them sinee Jume 1lj, 1941, from.Bank of England against Swiss frencs,
end another 720,000 of them from ‘various allied and Latin-American
diplematic and consular establishments and even from the Vatioan ;
_furthermore, in early ¥arch it had purghased an a.dditional hn.ooo
dollars, from Bmilian Lego.tion here.

{2) aoLD.
‘Between Fobruary lh and Mareh, 1)4. the Ha.tioml Bank acquirod
about 183 million franocs iore gold) chiefly through further conversion

of dollar exchange et New York, the totsl value of which declined in
the same poriqd by 170 million i‘ranos, as may be noted. from the folltm-

ing ’oahlel .
‘Hational Bank |
End ofs © Gold.  Foret 'ﬁxohagga abrosd”™*
V : R (millicn franes}
Deoember 1939 S el . 36
July 9o - oz . Lss
June 23, 1941 o 2,292 - 1,30l
February 1, 1942 . C 3,123 BT .- I
Maroh 1, 1942 ~ : '3.3o6 o 283

(b) YMovements .

Intomtional. 4 During the month Fo’bruary 15 to Maroh 15 the
'Banqua de France uold here sbout 8 million franes of eagles, double
eagles, and soteraigm in order to soquire Swiss francs wherewith to
" pay interest and emortisation on official Frensh certificates of inw
‘debtedness paysble here, The Reichsbank also sold abaut 3 million
franes of gold hare, uaing most of the procoads to b\xy oseudoa. The

Eational

Fage 3 of Legntion‘s"ﬁeonamic and Finanoial Developmants“ report
o Of Jenuary 19, 19l2.
Legation's strietly conﬁdential talogrsm No, 1ooB of March 11,
=ae 19L2.
. Dollars at New York,

212455


http:mill:l:.on
http:1'1'&:1.08
http:trom.:B8.nk

e i mu-‘, e e

i) ‘} E = ‘;,RG- PR
Gy ...m:_ HARA Dat2 ’#Z@ F"e e @Q b i
S \Box #

Economic and ?:Lnancial navelopments.
' From American Lega.tion, .
‘Beérn, Switsarlo.nd ’
V -] -

l’ - _ S‘bri otlx Ocnfidantial .

(1) FOREIGN mmen..»
a) Gonaral. o
‘Bank notes. = The following ta.ble 111uatratos the movements in
A axoha.nge rates of bank notes of the _principal currencies since tabulae -
tion was started on ?ebruuy 28, 1941«

Hominal ra%@ in Swiss i’ranos for
notos of: hrge denominations o

191;’1 o ‘Rome I.ondﬁn Lyon Berlin -~ ¥ew York
(Ioo Zi o) Zﬁs (100 Frs. ) - (Toc Bme) ~($1.60)
Febr.ae 75 ’ 8000 o 2.775 . 5'0‘.5 ) ’ ?
Mare 2 _12.65 755 . 380 . -5h5 . -1
Apre 29 12,775 '7-1&25 i. T 61.5 N -
“May 6 "13.025 6,925 - 3.625 - Goab L4255
CJuly 2 1o30 6.575~~ T 315 52,0 52
-J'Jixly: 22 _8.60- L Ble 5l.0 A 235
A}:Sap‘b.la' -Bede. § 3 5 2,575 - L_b5 . 3495
Gty 3 6,85 Bd5. 2575 - 30.0 LTS
Db@- 195 9495  Teoo 1.95 325 2,725
' ,3&:1,[2_'_2 6,10 6.90 B 1,725 - 33.25 C 295 .
S Mare 2 . 5.625 6,75 Y Zoolb 32425 2975
g Mar. 15' "5'.9'5 6.75 *f " 200 53.25 2.985

On Hmroh 2 Lire tauehed & new low point, continuing to express
the pessimistio & Bwiss appraisal -of the Italian situation, The other
~ ourrencies fluotuated to only en unimportant degree between mid-
Fébrusry and’ mids-ﬁaroh, although Sterling oont:tnued its downwerd
~trend, ' BN :

Eandélispérimarken. - This sensitive barcmeter of German military
. and political fortunes hes fluotuated only slightly in price since
mid-?ebruary; bu‘b 'bhe treml has been ever so slightly damard.

loo: "Handeluperrma.rken" in Swiss frms
(mnthly averagaa ‘unless otherwise stated)

1939 S . Low .. .. High
Jan,-fuly inel, T 1.6l Com e 18081
. September - S _ 6,677 -
1939~19ko- B V ’ o
Nwember-?a’bruary . 133 - ' 15,62
: 19}*0 . ~ ‘ I -
L Yoy =~ : . ‘ ' 8,56 »
. neoembor ‘ o ‘ 38402 o
~June - : 20456 h
July S _ 22.66
1942 “ : o
Jenuary 15 o S0
February 16 o . 2l.50
March 20 ' 20.75
(b) Blocked -
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Economid’and“‘ nancial Developmerts,
From’ “Américan Legation, -
Bern, Switzerland. , };6 ,

jrose aonsequently from between B9 and 62 days* to
- nd more days. -The German overdraft on the clearing
‘inéreased’ sdbstantially, therefore, as was predicted two
”months age » from approximately 150 million francs on:
"March 10 to 170 millfp,s on April 7, after which" there
Wes & slight drop to 167.t Fational
' Bank - officials anticipate a rurther large increase during
* the next two to four months becausge: of _expected ‘eontinuing
- 1ow receipts of merchandige from Germany; during that
period it would not be: surprising were the total to rise
- to about 250 million: francs. It is not expeate& that the
_overdraft can rise substantially sbove the latter figire,
o because abEEE three month .hence the raw material stocks,
. which Germany ‘has ' supplie . Switzerland for conversion. into
~finished products for re-export to germany, will Yegin to
be -exbausted and exporth to Germany consequently . algo will
have ‘to decrease until @ new point of equilibrium on'a :
baais ‘of reduced mutual trade will have been reached. The
Swisé are told that increasing tranaport difficulties

within QGermany aeoount for the diminishing German exports
to Switzerland. ’ \

-Itallan Glearing. Between March 10 and April 17 the
Itallan overdralt on the Italo-Swiss clearing dropped from
about 69 ‘te 68 million francs, and then agein to 67.2
millions on April 21, .As has already been reported ‘the
Glearing Institute at Zurich can permit this overdraft. to

‘risé to 125 millions without further arrangement with other
8wiss authorities. ,}‘

ST

P

(4) FEBERAL FINAHGE

Besiring to tap new -sources of income, the National -,

Bank 1g now working out a scheme for the emission of . "baby" "
bonds. That’ notwithstandin% it is also planning a large

. new borrowing campalgn: for:.the end of May-beginning of
Jane. Until that time thé: Gonfederation will have to issue
about 2 to & hundred million francs of Treasury thes,
about half of whieh will be taken by the National: Bank and
the. remalnder by the other credit hauaea.

3

Z?Q%j L
B R S
File No. 851 T B
- WHMC:Jjg = - ‘ ‘ ‘
Original and seven copies to the Department A true copy
Copy to Americen Consulate General, Zurich .. || of the signed
} . ) . . o . "‘!g}glﬁp’i / “_

* Page 5 of Legation's "Beonomic and Financial Developments"
raport of beruary 19 1942..
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' Economic and Financial Develepmants,
‘From American Legation, -

Bern, Switzerland. 5

' lNational Bank, that aacount ‘has been gradually rising in

recent months and totals today perhaps 50 to 100 million
francs. Sweden apparently is desirous of building up &
Swiss franc credit here rather than to accumulate more
gold in Stogkholm, chiefly because it fears thst it, more
than Switzerland, is menaced by possible international
strife, lying as it does in the path of either Glerman or
Russian invasion. The. Swedish Bank 'also keeps gold here
because it considers the .spread in the Swigs Na ional
Bank buying and selling prices (4,869 .and 4,920) for gold
too great to make unnecessary transfera worthwhile. From
the remaining- 10,000,000 or so francs cbtained by the fore-

going described sala of’ gdld to the Swiss National Bank

at that bank, which balance has already grown to about "one-
third to one-half" that of the Swedish Reichsbank. The
German Relchsbank used the remaining part of the proceeds

- of the gold sale to pay for gold at the private Swiss banks
_for shipment to Portugal in exchange for ‘escizdos. About a
.month or two ago the Portuguese National Bank' limited the

amount of eascudos which -eould be sold per day to each

| . Swiss bank; the exact limit is not known to the ‘Legation,

but is said to be perhaps 10,000 escudos. It is known to

‘the Swiss National Bank that ‘the Portuguese do not alvays

require strict observance of this Iimit and that at least
one Swiss bank repeatedly execeeds it, explaining that "as
long as our Portuguese oorreapondents continue to execute
our orders in excess of the limit there would seem to be
no reason why we should 1imit tham ourselvea

" Domestic.. Between the beginning of January and mid-
April thHe National Barnk sold to domestic purchasers some
30,000,000 Swiss francs (nominal value) of Swiss 20 franc

1eces' the actual value of these purchases is about
46 000,000 at the present selling price. Recently the
trend has been toward ineregsing sales by the Bank. of such

pleces. During the same peribd the National Bank alse sold '

to private Swiss about 1,000 kilegrama of gold in bars, -
gsome of which certainly was shipped to Spain in exchange
for gold pleces.® The Bank also disposed of several million
frencs worth of eaglea ‘and & similar quantity of Napoleons.
At present the market for Bovereigns 1s glutted, but the
price remains high. Purchasés by the public of all these
varieties of gold are attributed in very large measure to
hoarding by fearsome Swisa, who apparently became more
nervous in peried under review, since in the preceding
period (February ls-March 15) domestic demand fcr gold

was unimportant. S

(c) Pricas

. Durlng the period under review bar prices remained
unchanged at 4,930 and 4,960 bid and asked. Prices of-

| - eagles were shaded almoat 1mperceptibly, while those for

Swiss pieces remalned unchanged.

' (3) FoREIGH Leﬁna. i

 German Clearing. ‘impoftslfrom Gerﬁany ‘decreased
durin% the pericd under review, and the delay in payment -
out of the’ elearing to holders of Swiss exportera' credit

bills

B Page 3 of Legation's "Economic and Financial Develep-

mentg" report of March 27, 1942.

. the German Reichsbank has ddded a part to its.credit balance -
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Economic and Finaneiaf Bevelopmente,
From American Legsation,

-4-

merohandise to Europe after the war there would be insuffi-
cient tonnage for such purpose for a 1eng period of time,
and, finally, that by theé time tonnage would be available
the priees for such raw materials would have declined to

. such an extent that the whole venture might prove an

exerbitant waetage of Swiss capital substance.

(2) ,_EE - : _
(a) Stgcks ‘ C L

. National Bank. Between March 14 and April 15 the
National Bank acquired g net of 136 million francs in gold,

i exelusively through further.conversion of blocked dollars '

ex¢e e at Hew York, the total value of which declined by
137 million francs, as m&y be noted from, the following
table: . . ‘ ,

National Bank :

Holdings .
_ (uXTITon granes)

o . : ' , Foreign exchange

End'ef~ Geld ' ___ abroad#
December, 1939 2,262 o : 360
July, 1940 '2 114 488
June ‘23, 1941 .2 292 C ‘ 1,304
Mey 14, 1942° - .. ,5 306 ‘ 263
April 15, 1942 3 42 |~ A 126

LAy

# Dollars at New York

‘The National Bank's steqk of gold is distributed as
follows: 1) Of the some 3,570,000,000 Swiss francs of
gold and frozen dollar assets carried in .the Bank's balance
sheet on March 31 only ebout 22 percent, or about ‘

785,000,000 francs, was in Switzerland; 2) about 17 per-

cent, or 620,000,000 francg, was In England; and 3) about
61 percent, or 2 166,000,000 francs, was in the United
States. At the end of March 1942 the Natlonal Bank carried
in 1ts balance sheets only 126 milL&on francs of blocked
déllar assets convertible into gold.  Ever since June 1940
the percentage actually in Switzerland of the Bank's total
gold (and dollar assets) has varled constantly betwéen 20
and 30. Inasmuch as the bank naote clrculation on March 31

.was about 2,240,000,000 francs, the coverage by gold in
~Switzer1and alone was only 35 percent, or less than the

minimnm (40 percent) preecribed by law.

(b) Movemente\

International. The Swiea National Bank has made'
available to the British Legation here about 15, 000,000
Swiss francs against the creation in the Bank ef Ganada
at Ottawa of a deposit of an equivalént amount of gold.
Between mid-March and mid-April the Bank of PFrance sold
about. 5,000,000 Swiss francs of gold to the Swiss National
Bank. Buring the seme period the German Reichsbank sold ,
about 20,000,000 Swiss francs of gold to the Swiss National
Bank,. depositing about half the proceeds thereof in the
checking account of the Swedlsh Relchsbank with the Swiss

National
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Economic and Financial Developmenta,
From American Legation, _ ‘
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‘\\\‘

- Handelssperrmarken. The exechange rate of this money
of restricted use continued very steady through April 10 .
at asbout 21 francs per 100 Reichsmarks; thereafter, however,
there took place an appreciation in value of abont 7 par-

: cent by April i6..

13

100 “Handelss ermmarken“ in- Swiss Francsrn

1039 7 pew . CHigh.
Jan.-July incluaive ‘l?;Q4 1 ' —ﬁ’ . 18.81
Septamber : I \ . 6,67 :

19391940
November-Pebruary 13,34 = -- ' 15.62

1940 ‘
December » , 38.02

1042 - o |

January - ' : ;15.78
March . ! . - 20.48

‘April 16 o . - 22150

(b) Blocked dollars

The Duttweiler project* to use blocked “financial"
‘dollars®¥ to purchase Northiand South American raw
material stocks for post-war ‘delivery has made sufficilent
progress to have acquired a name and substantial banking
interests. The project calls for a cooperative soclety
to be named "TFreuhand Genossenschaft fiir UYberseewaren".
Representatives of three of the largest Swiss banks will
take part in the venture.: There will also be & repre-
gentative in the United States, .a certain Mr. Fischer.

. The organization plans to reimburse the Swiss creditor,
- who yields to 1t his "finaneial™ dollars frozen in the
United States, with non-negotiable Swiss frane certificates.

. Fational Bank authorities in Bern do not believe that
the organization will invest in American raw materials any-
where near the amount called for by the project submitted
a year ago to the Swiss Government, viz., sabout 100 to 200
million francs.®*®* PHe chlef reasons for hesitancy to
invest such a large sum now are, said to be, first, the.
fear that the United States or another American govern~
ment might sequestrate the purchased raw materials, where -~
upon great uncertainty would prevail as to when equivalent
gquantities might be released; second; the fear that, segques~
trated or not, whenever the Swias might desire to ship the

merchandise

-1

ks Page 2 Legation’s “Econemic and Financial Developments®
report of March 27, 1942.

## Pages 1 and 2 Legation s "Economic and Financial Develop-
ments" report of October 15, 1941.

%##% Page 2 of Legation's “Fortnightly Financial Report" of
© T May 7, 1941. ‘
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~aayaAMareh 26 and 2? beeause between March 26 and

April 8, inclusive, ths dollar rate remained quite stable

&% the new and lower level and the Reichamark rate like~

wige remained quite rigid between March 27 and April 13,

: ,ever, ‘there may have been turther German 1nterventlon

after April 9 because then dollers started down again

to. new record low levels; whereas. only four days later

Reichsmarks again sprung .toward higher {(but by no means

'reaord) levels, WNevertheless, local banking oircles

belleve that the Relchasark note reached on April’ 20 its

highest point, for the present at 1east* 1n any event;, a
“'uion set 1n attsr that &ata. ‘

-tar as is known hsre this 13 the rirst offleial
n térvention on the Swiss foreign éxchange market
t least a year ago, and its coincidence with incep-
eampaign in Franoe to install Laval in power, the -
,13 certain of German viotory", has not gone un-

doilar snd Ressh ark ‘quotations, in their juxta~
in the following table, would readily lend them-

i ory
3uslng,’but not in a peaitien to appralse, Ger-

Fluctuations of Reichsmark
and dollar bank note exohange

{Rates in Swiss Prancs)

- Dollars
B N “T$17f'
2 : 2.975
3 . 85.00
7 2.98
12 - 2.995

- 16 2.985
21 - 2.94
22 2.876
23 2.875
24 2.80"
2 2.60
. 2.625
April .

9 . 87.80 . 2.625
1o R - 87.80 - - 2.575
14 40.00 2.575
16" ‘ 41.00 2.525 -

20 - . 4250 2. 525.

The supply of dollar hank notas now on the market in
Switzerland 1s sald to be very large, and, for the greater
part, to have been in Swiss, and even Franch hands even
bafore the debacle in France nearly two years ago. There
has been some recent demand for dollar notes from Italy,
one private party here baving recently purchased at least
100, 000 Swiss francs worth for shipment to Italy.

Handelasparrmarken

% propagenda at home and in those "
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,Stﬁiﬁtl‘ﬁeonfidéhtial’-‘
(1) FOEIGN EXGHANGE -

. Bankﬁnatekﬂﬁafhe fo=1ow1ng table 1llugtrates thﬁ
movements in exohange rates of bank notes of the prin-
cipal ourreneies since tabulation was started on Febru-
ary 28, 1941:

N

Nominal rata 1n Swisa franos for
'8 of 1a: gé%dsneminatxoﬁSf

1941 - Rome " New. York

'here ‘that these dollars

aoeount of Berlin took. plaoe prieri

i84 - Roms . Lyon "Esz;;a ‘ >;
i (100 1ire) 1) - (100 fre.) (100 Fam) $1.00)
Feb,28 11,75 2,776 . 50.5 ?
Mar; 21 12,65 3,80  54.5 ?
Apr,29 12,776 Z.676 61,6 4,22
May 6 13,186 3.626 0.5 4.266
July 2 16.50 3.16 52,0 4.62
dept,12 8,30 2,576 425 3.95
00t.3 6.85 2.575 30,0 . 4.076
1942 '
Jan,22 6,10 6.90 1,726 33,26 2,95
Mar,2 5,626 B.76 5.075 32,26 2,976
Apr.16 6.06 5.976 1.90 42,25 2,665

The. exehange rate of dollar notes has been depressed by
recent British and Unifed States regulations, restricting
their transportation through British possessions and im-
portation into the Unlited Bates; moreover, thsy had to
undergo some selling preéssure from (ermaen sources. It is
known that two Swiss banks received not-long ago orders

' from Berlin to sell dollsr notes and with the proceeds to

buy Reichsmark notes. The. quantity of dollars thus sold
is. described here as “several hundred thousand francs
WOrth”, or, at the ratesiof exohange at which probably
sold, a. sum not exoeedl 100,000 dollars. ' It is sald
might havé been collected by the
German- ‘authorities from tha fine recently extractea from
French Jews®,

‘The. Reichamark—ﬁwiss franc exohange rata, which
ainoe at least early December 1941 had enjoyed a long
period of stabllity at about 32 francs per 100 Reiche~
marks, commenced on March 9 & slow appreciation lasting
until yarch2l, by which time it had galned about .7 peroent
in value, The dollar—Swisa france exchange rate, which
since mid-January also been very stable at about 3
franos per dollar, commenoced to drop. slowly after March 13,
but more rapidly after March 21, WNeither the Reichsmark
rise nor the dollar drop assumed significant proportions,
however, until March 26, when the dollar. dropped sharply
{7 percent in one day), and March 27, when the Reichemark
rose sharply (nearly 8 percent. in ¢ ne day). It is quite
probable that the malor portion o ‘aforementionsed
dollar and Reiehsmark bank note: tr?_ otlons for the

to and on the two

GAys-‘
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resoval of the pag}, the a-:daura to abendon the peg oan
becone se great that one day the Bank directorate will.have
to release the commercizl henks from tmir agresment to
maintadn the pugged rate., At sueh time, he forscasty a
rate of posaidbly 3.50 frencs pep dellar, if not lower, would
have to be envissged (denk notes are already about 2.90).

¥a guestionsd whether the Undlted States would find it to ite
intarest to heve such a drop in the dollar rste, with all

the propagunds use 40 which the Gelmens would put 1t (¥ Swiss
lose confidence in jollar?, ete.). Another factor in the
situstion 1s the current campelgn of the Duttweiler political -
factlon to revelorize the Sulss fyanc, at least in parY; in
order to increase its power for purchasing foreizm row fg-
terials and thereby reduce the ¢ost of living in Switzerland.
The two intevest groups might unite and bring irreaﬁatibla

~9reesura for vammvﬁl of Lhe pege

&awfbr the refusal of the Dwiss te dceﬁ§t-mall&?$ fur
sxpensss incurred irn represanting anericen futerssta,®
YNavienal pank stated that mush 2 stand wes also ﬁu&,iﬁ
1o defersucs in Swlss payedoldsy The Bwlss peopley 80 it
1s meintained, would never wnderatend why the Natiomal Bank
ezould aceept blecked dellawrs for. frsnce o be weed in maine
taiating indigent smericens in widely scattered perts of ithe
world, when iU could ney f ua at ﬁﬁ&ﬁl“l& o aceap% then gnd
,praviﬁa 4,30 per dellsy to indigent Iwlss in Swltzerlond,

There ere otker juestions, which, 1 not hendled cares

'fally@ gould, according to ihe Hatlonal Tank authorities,

produce sonsidarshle 111 feeling towerd the United States,
The suestlons are trensfer ¢f blecked goeld Lo bYlocked Portuw-
guese Btocks and tlodked dollers to blocked Bpanish aaeaanta.
“hmsa matiers have Leenr Mscussed by the Legstion fr@m time
te time, in this serles of pericdicsl reports, an

series of teleyrams and despatenss, the latsgty of wﬁiah ig

“&«rletly eanfiﬂeﬁtial telegran ¥o. 167 of Jenuary 16, 1941.

a8 for the tr&ngfer of 10,000 kil@&?dﬂm of gold Lrom
the Swiss to the Porluguese tlocked stociks at New Yok,
(whieh, incidentelly, would saiisfy sauawﬁa‘ less than 50 per
cent of the tatal’gwisg oblization %o Poriugal) ithe Hern
Pirector of the HAational %anh exhibited a t@luaram from Er.
#autier, the Bank's Hew York representative, who deelarad
that the Tresasury Eagarwaant had 39&9 refusad to asnction the
tromsfer, slleging thet Swiss Uanks hxd granted credits to

fermany whereby the latier had hean able te ¢btain escudos to

poy for esssntial provisiona. - Ir. Rossy, the Bank's Bern
bDirector, s most emyh¢yia i Senylay categordlcally that

~the Swiss Hatlomal Sank bad gyeg sold (en eredit or otherwise)

oscudos to the Eslensboxk or any other derman bank; further,
thet the otier Swiss banks had ever provided eraéit facilitias

e 2 German @ﬁt&rpliat enanling it theraby to obtain escudos.
ﬂ other hanks bhad, indeed, as alresiy described om page 7

the L@gahiun‘s Leoponic acd ﬁim&n&ial E&pert @f August 21,

1941

' Legation's telegrem No. 332,of~ﬁeu@mber‘i4,‘1941,

3
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m«u, -ﬂfmaﬁt&ﬁ 14 from Germany &g_zamst aalé.very of escudns,
& porfectly legitinate commereisl trensaction, since the
gacudos were obtsined by delivery %o Portugal from the Swisgs

bauks’ privats stock of gold.

E purchssed during 1941 was sotdmated by

a very rough figure of 50,000,000 frascs.

The amouat of oscudos 80

the Batiomal &nk at .
Then asked if

the Smiss Leg:tion or Hr. Cautier bsd protestsd or appealed
the decliafon, Dr. ﬁassy soid that dinister Prugpmen end v,
Gautder bad kwen plaged in an &W&miﬁ@ poaition from
whateh to act further in the astier, becsuss the Tressury

Deparioent, by melvtainiay egsinst thadr denisls,

its allega~

tion that Swiss banks had grented eredit raaiuﬁea snabling
Gerosny to obtain escuivs, had practicelly 8% :&ﬁ‘f,}'?ﬂ tham as

liars, somethimyg mm they felt ma‘acmny
Ir. Yossy then urw@g}z% wp the matter of the mﬁ;as loan

of 10 milifen dollars bto Jpain, under sn agreament whereby
the letier L6 obligeted to repayment by providing Switser- -

lend with sew Lonnsge for irsnsport &F
e already reported telsgraphi~

totween Lisben and demepy®
ealla, the Swiss Hstional Hark nppiied
e Iremsury Lepartsmont for permsisclion
dolilere c4%s %0 the fpurdeh Dasi's

Tre .,.‘w;;m%t, and 4% Sesne thet

swriss merehandglise

Guring Hovenmber w0
w0 transfer 3 nillienm
blevked Gsllar balunces

rhiue far ne decision has been rendéred by the

Wre Gowtier has ine-

forsed the Sxtiencl Bank ihst he has been given te understand

. Taperisent o refuss, o mmxw k

recter of the Faticcal Poak &t B

that the peormit will aot be grasted.

terainate the pppeament diataly L7

are not Wrmé ovsr to 1t at once ia Hew York,

1y, e & #iﬁﬁ J@pm:ﬁw& of Public 3
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f . Switzerland would be very conéiderable and not at all
: favarabla to ‘t.he United States.

In the above connection it smuld be stateﬂ that
the Swiss have given no publicity whatever as yet to the
- Treasury Department's refusal to sanctiom the. transfer of
the 19, kilograms af gold; and none has been given yet
to the dangar hovering over the Swiss provisiening route
between Iisbon and Genoa, ' -There is absolutely no reason
to believe that the ﬁ-“wiss are consciously seeking to use
“these incidents as a-means of destrpying the very great
goodwill now enjoyed-by the Unmited 3tates among the Swiss
- magpes; on the contrary, everything, that can be done
afﬁeielly in a quiet way, is being dof°to increase it,
Nevertheless, a serious interruption of the pmviaiening
route would have to be explained to the population and it
would be politically necessary for the Swiss authoritiea
- to place publiely the blame. This would be even more the
‘case, since the Duttweller ‘group* has already expended :
considarable eriticism on the Government's various pro-
 visioning schemes, as well as, ;s has already beem explain-
- ed,**¥, having sponsored a eampaign for revalorization of the
Swiss franc,

(2) oLo.

(a): Staeks.

. ' Between Bac:embsr 15 and January 7 the Natilonal ?Bank
acquired en additional 79 million francs of gold, the
greater part of which was covered by the sale of its dollar
. assets at New York, as may be notad from ‘c.he following
table: i .

Egﬂ‘ of

December, 1939
July, 1940 :
June 23, 1941
December 15, 1941

, Jammry 7 194

(b’) uevemanta.

. Domestic, Between January 5 and 12 the National Bank
1ost., in a new wa.,e of hoarding, a.bout 10 million francs of

Swias

* Legation's despatch No. 1972 of December 18 1941, and
the previous.
** Pege 3 of this report. )
*¥* Legal coverage and exclusively dallars.
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which will ggg ba lnqrsased bowever 6t may be tha
affer. The borrowing will be at 3-1 . poreent and the
paper will Pun 12 yeara., Mevured g&per offered for
sonversion will be traded 100 for 10 -egalnst the new
paper. COsgh purchasers of the how paper must pay
1¢0.60 fra.vexr 100 frs.: of the new ps@&r 1t ia ex=
peoted 1n Bern that abput 7¢ poroent of the new p&y&t
will be treded egeinst meturing losms,* = Thas the
Freasury will obtein ehly about 120 ailli&a.fr&naa

uew mouey; neverthelsss, it is ciloulated. thaﬁ, tagathar
with other funds, thwv~“"asury mﬁli nat nsaé aaw'manqy

‘;again before ahsat April 15,

' Euring th& past seversl wﬁ@ks thsre nna hmﬁ& 28

slight tightening of the money marxet. since fuids whieh
hod bees sucked thersfrom by lust sutumn®s ?raaﬁury 1loans
have mot yet all flowed back. For-this reason the Treasury

‘decided that it would mot orsate a greater atriaasnny by

acoopting snhscriptlans to the maW‘laaa in ex0ess of 400
milllon franos, :

Flle Ho. 851 «
wie/my -
origioal end six gsoples to ihe ﬂapuxﬁm&nz.'»

Copy for the Divisinn of ﬁammareial,affuina.
Copy to “mericss Consulete Genersl, Zurloh.

* - Pugen 3 and 4 of Legation's report of November 26,1941,

o
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AMERICAN, CONSULATE GENERAL

‘stuffs and raw materials. As you will recall, I reported

zZiirich, -January 8, 1942.

Confidential o

| ; EEE o . i,
Dear Mr. Fuddle' : “;«‘ S N . ) ' Ly

I beg to refer to my‘confldentlal letter of December
31, 1941, concerning the complaint of the Swiss National
Bank as to its inability.to make use of a portion of its
blocked funds in the United States for purchasing food-

e
e

P Y

to you then that President Weber stated that ne would make.
a brief report in writing concerning the matter to this
Consulate General whieh would be submitted to the Legation.

3 e

Sel oy

As over a week has elap8ed since the interview of. ' ~
Consul Altaffer with Pregident Weber, he telephoned today -
and asked him whether he intended to submit the report . = . &
referred to or whether in the meantime the matter had ' S
been settled to the satisfaction of the National Bank. a
He replied that shortly after the interview the National o
Bank had received a definite~refusal of its application

~~~~

~for .funds from the Staté Department in Washington and ‘ A

he added that the application had been renewed before
another Department of our Government, probgbly the,
Treagury Department. He stated that he was conferring
with the Directors of the bamk and that he would

-communicate with this offzce again on. January 10,

I shall not fail, therefore, to advise you of the
nature of this report when ‘it is received.

Sincerely ydurs,

%

James B, Stewart
American Consul General

J. Klahr Huddle, Esquirse,
Ghargé dtAffaires ael.,
American Legatlon,ij

Bern. o

1212480
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EERM  UNITED|STATES OF AMERICA

A MERICAN CONSULATE GENERAL.

zZlirich, Sw1tzerland January 14, 1942.

N

[ W

-

- I refer to my letter of Januarv 8, 1942, concern- .
ing the complaint of the Swiss Natlonal Bank as to its
1nab111ty to make use of a portion of its blocked
funds in the United States for purchasing foodstuffs and
raw materials, and in this connection beg to enclose a
translation of a letter dated January 13 received from
President Weber of the National Bank describing the
situation of the National Bank in this regard. You
will note that President Weber states that:

, "As in certain c¢ireumstances such‘divergencies
.can not remain without influence on the handling
of our future foreign currency policy with regard
to dollars, we may have to exercise reserve in the
further accumulation of American currency, gold
and dollars, which for?Swiss circuustances are
‘considerable, and undeT which also fall other
Sw1ss investments by the publlc......" :

i Weber 1nformed Consul Altaffer on the occasion

of thelr recent conversatifon that up until receatly the

National Bank was receiving dollars at the rate of

- about 50,000 dollars a day. The Bank was accepting

these dollars largely out of consideration for .the
United States and American interests, in 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 Esqulre
- Chargé 4's ffalres a. i.,
American Legation, Bern.
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the Bank had not been able to secure the release of
any funds despite almost daily representation on the
part of the Swiss Minister in Washington and the
gpecial representative of the Swiss National Bank in
New York and Washington, M. Gautier, both before the
State and Treasury Departuments. He pointed out that
the Nationael Bank, in view of this situation, could
not continue indefinitely to accept the dollar checks
proferred by legitimate ' 'interests in this country,
much as it would like tQ do s0.

I am informed that the National Bank 1s at present
refusing to negotiate United States Treasury checks
and will only accept them for collection. It will be
recalled in this respect that in the latter part of
December the Bank likewise caused some difficulty in
cashing our official drafts and this difficulty was
only overcome after this Consulate Genersl 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 circumstaqces unless our
Government shipped gold to Switzerland in the counter
value: I mention this merely to show you that unless
something is done to allevigte the situation we may
experience difficulty within the near future in obtain-
ing funds for our official establishments in Switzerland.

Sincerely yours,

~ James B. Stewart
American Consul General

Enclosure-

Translation of letter of January 13,
1942, from President Weber of the
National Bank. Cl

B ' . . !
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' Translation of letter from the Swiss National Bank.

' January:ls,,iééz.

L

~

AAmerican Consulate GeneraI

Zurich. - Dy

-

' Attention'cansul Altdffer
We refer touyour»éonversaﬁion of December 31, 1941
with our President, E. Weber, on which occasion the dif-
ficulties confronting us .in the use of .our dollar assets

- in the United States, and also with regard to a transac--

tion involving gold w1th the Portuguese "Notenbank™
debited to our Amerlcan gold depot were p01nted out to
you. o

As in certain circumstances such'divefgenCies can not
remain without influence on the handling of our future

- foreign currency policy w1th~regard to dollars, we may

have to exercise reserve in the further accumulation of )
American currency, gold and dollars, which for Swiss ecir-
cumstances are considerable, and under which also fall .
other Swiss investments by the publlc we are pleased,

as suggested by you, to desc¢ribe 1n more detail the dif~~

flculties already mentloned.

As you are no doubt aware Switzerland and Spain
have an agreement regulating payﬂent fof the shuttle
service between Lisbon amd Genoa for Swiss imports and

' - exports. In accordance with this agreement the goods

are shipped on Spanish frelghters to those two ports.

In each case the transpartatlon costs falling to the
debit of the Swiss Government are, according to the
treaty, credited on call in round numbers in dollars

to the Spanish "Noteninstitut"”. 'Since the beginning of
November our payment orders on the following American
banks, 1n compliance with. the agreement mentioned, have
not been executed- .

212483
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. Qrder of
‘4 250,000 on the National City Bank of

:, . Ne‘lvYorko.-o:o%.o0-000.-.000’-00000N0v07’ 1941
$ 750,000 ‘on Manufacturers Trust Co.,

. NewYorkoooooaoo..o-n.uocao‘ooooécNOVo‘? lgél
1,000,000 do. do. Nov. 24 1941

~

1,000,000 - do. - do. Dec. 2, 1941
%5:000:000 < o , :

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

"While former payments also within the period of
the declaration of the Amerlcan 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 Llcense 50" has beem made 1mp0331ble.
' The second 1tem concerns a gold transaction with
the Banco de Portugal, Lisbon. The latter would be
_ agreeable to.take over an amount of fine gold of approxi~
mately 10,000 kilograms frmf 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, Escudd.purchases im the amount of approximately 90
million francs (the equlvhlent of roughly 510 million
Escudos) have taken place in payment of imports, freight,
port charges, and other incidentals for purely Sw1ss in-
terests. Thls application was refused by the approprlate
Amerlcan authorities. : . )

You will see from these facts that the obstacles to
the use of our American credits have occasioned gquite ex-
traordlnary dlzflcultles.

212484
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It is quite unnecessary to”éééure .you, most
honored Consul, that we shall be extremely grateful to
you for any assistance whlch you’ may be able to glve

us. .
Yours ﬁoéi’réspeotfully;

SWISS NATTONAL BANK

(SGD) E. WEBER SCHAEFER

‘21248
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‘D§9§;tment " Date: January 14;?9 DeMa, 1942,
‘ No.:v,:v"  141
- 9 , ;.' A ﬁf Charged to:
. o i
,Pﬁé%§HRASE

Y

SUBJECT : Unblockine of Swiss funds

g éOO’O
TRIPLE PRIORITY. & =« = IR
Reference to Deoartment's No. 358 of Décewber 20 C%;
and previous. . . : Aa
The Legation has today been informed by the Director “?"

of the 3wiss National Bank that the Spanish Government
threatens immediately to cancel ‘the 3wiss-3panish agree-

{
ment ‘'under which sea tonnage is supplied by Spain for g}
th uranspo*’tdtlon of 3wiss mevcnaﬂdlse between Lisbon N

d Genoa, unless 33=-million of the $10-million credit NS
whlch was granted byciiéﬁﬁﬁkbawltze rlandy(see page 1 P
of the Legation's Beonomic and [inancial Revnort oP ;
November 6 1941) is 1mmedlately made avallable to N
the ananlsh Bank by the 3wiss National Bank. In November -

AN

last the latter requesbed a permit for the transfer of -
that amount from its llocked accounts at New York to the
Spanish Bank's blocked Tccounts at New York, but has been =
informed from the United States that this pormlt will N

-probably. be. refused by the Treasury Department. e

COﬂoldETable worry is felt by the Swiss Deoartnent of
Public Zconomy for the reason that any further delay.
and/or the Treasury Department's refusal to grant a per-
mit will cause Spain to make good its. threat and thereby
'serlously interfere with Switzerland's further provision-
ing. - The lLegation has been requested by Director Rossy

. to‘report to the Depariment that favorable action by our .

Treasury Department is considered by the Swiss authorities
as a very urgent need. Further, the Director stated that,
were the 3Spanish to w1thdraw their ships from nrov131on1ng

: Switzerland because the Treasury Department refused to

sanction the dollar transfer,.Swiss popular reaction would

~ be considerable and would only react unfavoraoly for the

United States, Davtlcularly inasmuch as tne Treasury

Départment .o

212486
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had only just recently withheld Nrantlng a permit for

" the transfer of 10, OOO kilograms of gzold to the Portuguese
blocked accounts at ew Yor& from the Swiss blocked ac~
counts at New York in settlement for provisions essential
for Switzerland. Wonder has been expressed by the 3wiss
authorities that the United wtates not only tolerates but
encourages Swiss purchases in the United Staues of food

~and other raw mdterlals, that -Swiss purchases in Portugal
are encouraged by the British, and that the latter grant
land and nﬁvicerts for their tranuoortdtlon to: ow1uzerland,
and that the United tdteo then decline to make the means
of payment available. , :

The Legation has.been told by *hm Dlrector of the
Maritime Section of .the War Transport Service.that
Switzerland's ability to provision itself to the extent
otherwise contemplated by American and British policy

would be seriously impeded through the’ cancellation of

the agreement with Spain, which calls for the placing
by Spain at Switzerland's disposal of 50,000 tons of
shivping monthly, almost exclusively for the Lisbon-Genoa
shuttle service; for the Buenos 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.toe the other 10%.

With reference to the reasons for its refusal to sanc-
tion the afore-mentioned gold transfer at New York out for-
ward by the Treasury Department, the National Bank's Bern
Director categorically denied to the Legation that the .
National Bank had ever. Creseut ever) accorded any credit
faclilities to Germany WGlch would enable it:to procure
escudos and that the other Swiss banks had ever participated
in & similar manner in any similar operation; furthermoreq
he stated that 3Swiss, banns, apart from the Nztional, had,
indeed, made sales of gscudos to the German Reichsbank, but
strlctly against Germany's receint of zold {see mage 7 of
the Legation's Finencial and Zconomic Report, dated August
2lst, . 1941), and that these escudos were obtained by them
through .the shipment to Lishon of thelr own gold. - It
was estlmated by the Dlroctar of the N¥ational Bank that such
purchases of escudos might have totaled as much as 5O~m11110n
Fran»s for uhe entlﬂe year 1941.

"

It is understood by the Legation that the 3Swiss Lega-
tion have made recresentations on-this subject, and that
similar representations have also been made by the Swiss
b“tional Bank in New Vork City. ; -

HUDDLE
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EERN

Deez Mb. Huddle: R
‘Referring to the sé&cond paragraph of ny confi~-
dential letter of January 14, 1942, concerning Swiss
blocked funds in the Unitéd States and the effect
this was having on the negotiation of American drafts

.and checks in Switzerland; I fear that' I did not make

" it sufficiently clear with regard to the accumulation A ﬁ£>
up to the present of Swiss fupnds in the United States. 7y
- 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 accornt with the Umited States Federal Reserve.
T have had frequent conversations with Dr. Bachmann,
the President of the Board:sof Directors, and also thh
President Weber of the National Bank, and they assured
me that they were adhering- to this one-sided arrange-
ment largely out of consideration for the United States
and American interests, in the hope that Switzerland
would receive considerate treatment in the unblocking
of Swiss funds in the United States &s_they were re~ -
guired for food produqts; Switzerland adhered to
the old Tripartite curréncy agreement entered into by
the United States, England and France, and it has
always endeavored to pr@mote the unhlndered Tlow of
-money eamong the banks of issue of these countries.
In this connection it has recently freely accepted

- large transfers of American dollars made by the Bank
of England

J. Klahr Fuddle Esqulre,s

Chargé d'Affalres a.i.,
e " American Legation,
o ' Bern.
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A tendency has been perceived for some time now
on the part of the United States Treasury Department .
and financial circles 1n~New York City to regard
Switzerland as a part of:the Gernan system and freely
cooperating with it, and it 'is believed that this is

- the reason why all requests on 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 .develop~
ment of the blockade. However, even under the British
blockade allowance.is made for the passage of regular
amounts of food, fodder and edible o0ils. It is be-
lieved, therefore that, in'our own interests, some:
endeavor should be made-to clear up this s1tuat10n S50
that Switzerland can use a part of this fund for the
payment for food products essential for the feeding
of the Swiss population. TUnless some such understand-
ing can be arrived at it is easy to understand that
the National Bank would feel justified in refusing to
negotiate further American drafts or checks, inasmuch
as such accommodation would only serve further to -in-
crease the amount of blocked Swiss funds in the United
States. ‘

-

Sincerely yours,

James B. Stewart
American‘Qonsul General
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: Translation

MEMORANDUM

The Note deliversd by the” Department of State to
Minister Bruggmann at Jashlngton implies that the Government
of the United otates is authorlzed by "Executive Order 83897

to control the financial transactions of the Swiss represen—
dunected

Arr-pormecdien
tative in the United- Stéte ﬁfhargcé with the protectlon of .

German, Italian and Bulvarian interests. The German Govern-

~ment has never imposed = control over the transactions effec~

ted by Swiss representatives,in Germany in connection with

the prbtection of imerican and British’interests. Similarly,

the British Government has never attempted to control the

transactions entered into by the Swiss representative in

safeguarding German 1nterest§. The Division wonders if ‘the

measures taken by the imericédn Gevernmentiwill not bring forthA
measures

reprisalgfon the part of the German Government measures Whlch

would greatly complicate tne task of the Swiss representatives

- within the field of the protectlon cf American interests.

In. its Note of Pebruary 11, the Department of State has
pointed out that it is not the policy of the American Govern—‘
. {blocked %
ment to authorize the use otifrarea enemg funds to cover expen-
ses incurred in safeguarding the 1nterests of the Govermments -
to which these fundsybelong. It added that the'Gevernmenf

of the United States "expects that thée Swiss Legation will

,depesit promptly in an appropriate bank account the currency

which has heen turned over to it by the officials established

and personnel..
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! Ent ‘ 32498'
— Box # " e

and personnsl of these tiaree Governments™ (German, Italian

and Bulgarian Covernments) .

The Swiss Legation at Tashington havine‘subsequentlyg
announced that it has temnorarlly suspended all payments
for the ‘account of uerman 1nteresbs the Divlsion deems
that the questlon assumes a very urgent aspect and that
a decision must be,made\at once ooncerning the'neoessary
transactionskwhich will be authofized’by the'Government of
the U.S. This situatlon threetens to"have serious reper-
cussions both over the work of the Swiss Legation %g“Washing;
tea-enénthe—Swias-Eega%éeﬁ;gg-ﬁeeléﬁ~&ﬁé-gg-Reme
ton as Well as over the worh of the Swiss Legations at Berlin

Zutilization

and Rome, and the DlVlSlon believes that the freelfusimetitFiga
of the necessary funds shoula be left to the discretlon of
the Swiss Minister at ,asﬁington, at Jeast during the progress
of the negotiations which wzll take plaee ln order to settle
the questlon. i

The Division flnally calls abtenﬁlon to the fact that
the transfer of the funds requlred for tnéf@ggééég%a of

foreign 1nturests in Jernanf and ! .ngland has always taken piee

\

" place wlthout any control on the nart of the Germen and Br1t1sh

Governments.- Tnls questlon may be made a subject for discus-
San when the_unerlcan Government shall have Dresented to
the Federal Government concrete pronosals for the establish~-

rent of clearlng accounts.
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THE FOREIGN SERVICE - 2{_}}"
OF THE
. _ UNITED STATES OF AMERICA '}’Uw
LSOO OF T siales |

GEPARTMENT [OF STATE © [IF Aiﬂﬁéﬁiul‘

v i AMERICAN CONSULATE
Ree'd Jnn 1 §i942
- T 7T Geneva, Switzerland January 15, 1942

T s e ‘,~;'~~~~‘ ) Y

o

BEAN. SRR o i
. e e vz .. ‘ ) A . ‘ (fs
J. Klahr Huddle Esquire, '
Chargé d'Affaires ad 1nter1m,
The American Legation,
Bern.‘e‘

Sir:

. I have the honor to transmit herewith s
memorandum of ‘the accountant of this Consulate
~relative to the d&fficulties encountered in casgh-
‘ing Government drafts and to request the good
offices of the Legation in this respect '

. »‘ﬁ%
YRgspectfully,yogrs, o T
RadLAave |
. Paul C. Squire - . -

" ‘American Consul

Enclosure: .

Memorandum, as stated

%
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MEMORANDUM = ' .

~

On January 10th I renuosted M¥r, Braun of the American
Express Company to submit 3o the Swiss National Bank at
Zurich the metter of casiing nn office draft fov the eqiiva~
lent of about Swiss francs 10,100 to cover the payimert of
the Consulate's current bills. I was ob]iaed to furnish the
details concerning these bills, this information being re-
quired by the Swiss National Bank. The maiy item consisted
of a payment of Swiss francs 8,234 to be made to the firm '
of Ritschard & Co. of Geneva far the shipment from Budapest
to Lisbon via Geneva of the effects of certain members of
the American Lezation at Budapest (Messis . Packer, Ackerson,
Dulaski snd Costello). Mr. Braun informed me poday by tele-
phone” that the Swiss National Bank had objected to accept
our draft in order to permit the payment of the above des-
cribed item on the grounds that such payment should be ef-~
fected in Hungary, but that our draft to meet other routine
expenses such as telegrams, telephone, light ete. would be
cashed. Mr, Braun wished to gugzgest to the Consulate that
the matter be referrad to the Legation at Berne and that
the legation reguest the int¥rvention of the Département

' Politique Fédéral, and in paTrticular, that of an official
by the name of Koli - spelling of name uncertain - , ..

‘ Mr. Braun was 21s0 infowqed that when the Consulate | y,
wished to cash a draft foffthe payment of salaries at the :
end of the month, it would Have to furnish the details
concerning the salaries, 1.e, the names of,the officers
and employees on the pay. .roll ané the respective amounts
received by each person !

'

" Fortucei.

trozammss o,

512493
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Department - Date: January 21, noony, 1542,
No.: - 210
SonLieénits . Charged to:
' o sea  1—ma
| PARGPHRASE
SUBJECT: Funds for SWESS ‘
obo‘ E:\
. ) ) T,
TRIPLT PRIORITY. - . S o
Reference Legation's No. 167, January 1%, and orevious o
thereto. ‘ _ L < .

The Tegation has experienced serious difficulties recent- ..
ly in cohnection with the sale of official drafts and Treasury”
checks to Swiss banks because the latter claim that they can
no longer be certain of their resale. The repurchase of -
such paper has been refused by the 3wiss lational Bank, and
they now offer to buy it at a discount only. .During the past
seven or eizht months their buying rate has been very’ stable
at 4.289, but the rate has gow been dropped to 4.145, and
there is no assurance that yt will not drop btlli lower or
that they will be able to make purchases atl 2l1l.

4 series of conversations on this precarious situation.
23 taken place, following. Wwhich a representative of
egation conferred informdlly yester da" with the Bern
irector of the:lgtlohal Bank “Vd the -Zeonomic and Financial
jaigon Officer of the Foreizn Offlce, foncerning ways and
eans of establishing for a certalnty that, at a given moment,

our Foreign 3ervice establishments and their personnel . in

Switzeriand could obtainSwiss franes suffieiently to normally :
» . . 3 . . -

function... An abstract of memorandum of the conference follows:

"I was informed that neither the Foreign Office nor the
Hational Bank has. forbidden the purchase of our drafts by
commercial banks; that they had simply been notified by the
Hational Bank that it could not repurchase them, but that it
saw no obhjection to their purchasing them and to their fixing
the exchanre rate; that the 0081t10q taken by the Foreign
Office 1s that, so long as we are Tree to offer and sell ow
drafts provided a bqyer is found, there was no necessity for

its "intermediation; that, theref olv, in »ri nCLUIe, the 3wiss

authorities cee

S 212494
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“authorities make no. sugbestlons for improving our p051t10n,

and that neither the Swiss Government nor the banks are at
" fault. because of the market for our drafts suddenly. practlcally‘
vanlshlng.

N It was readlly agreed by all the conferees that such a”_
position could not-be satisfactory tQ us, since it might be
" found abruptly impossible for commevc1al banks to contihue.
the purchase of our drafts at no matter how low a price. 1In
fact, it was indicated that -the chlef reason why the banks
can continue to buy them at all was the possiblllty of’ thelr
‘immediate resale to emlgrant Jews."

B Several ways out of' . our predlcameﬂt were env1saaed by
the Director of the atlonal ‘Bank. In the first olace, he »
expressed his. opinion.that he could obtain the .assent of other
»Waflnnal Bank directors to guarantee the purchaseé of dollars
‘we ‘offered; as well as those offered by-associated (Latin-
© American, etc.) nations, provided the transfer of blocked Swiss |
gold and/or dollars to ‘the accounts of neutral. countries would
be authorized. by the T“edsury Department, as had recently heen
requested and refused in’ the case.of Portugal and the as.yet -
.undecided case of Spain. = The Legatlon s p01nt of view was
then expressed-to the effect that it would appear d931rable , !
to consider the matter of providing Swiss francs for the SR
maintenance: of American, repreaentatlon in Smltzerland as a_ -
separate and dlstlnct questlon which should not be. confused
with other problems’ 1nvolved ‘in financial relatlons between.
3witzerland and America. Under these condltlons, ‘the, Bank
conferee remarked; there was ¥ further 90551b111ty for furnlsh-A,
¢ -ing'francs, in the event our'aovernment bought badly needed '
mmodltles for shipment to. Switzerland, preferably metals,
in addition to. .thHose for which navzcerts were already obtain-
able. , Very probably the- Bank would also be willing to pay
us Prancs for gold dq;lveréd to it 'in Bern or Portugal, as 1t
had proposed to .do to enable us -to. reimburse the Swiss Govern-
ment for expendltures in connection with “the - reoresentdtlon of .
‘our interests.  The representative of the Foreign Office -
interposed, stating that the. Swiss. Government could not admit S
‘of a 'diplomatic™ cleaﬂlng, calllnc for the shipment by us of "
such vold only as would cover our eventual debit’ balancey .. o
explelpinc that it is the.opirion of the Forelgn Office that . i
both-the S5wigs and we are “able amply to- discharge our indebted-
nesses without imposing a clearlng, that, moreover, it is. the . o
feeling of the Foreign Office that such a 'diplomatic? clearlng,;;
should it, be estaLllsnea, would shortly ‘becdme” general for . -
ail transactlons between . Switzerland and America, Whlch to the
Sw1ss, was a dlstlnctly distasteful proopect.

The conferee from the Mdtional Bank - 1nternosed tnat ,
our au*horltles had perhaﬁs the, false 1r0re551on +Hat\‘the : <p€~p'

‘deslre of the jank was to diminish or llqu1date its Unitedw

212445
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- :tates 0031t10n that, on the contrary, the chance to retaln '

that position would be welcomed by the Bank if only it mwght‘
render that position mobile again by  drawing from, and adding -
to it for lecltlmate actions of no assistance to- our enemies. .
Thus, that the Bank would be pleased to take a corresnondlng
amount- of dollars should the Treasury Department only sariction

the” transfer of- the &3-m11110n to the blocked Spanish account." -

Its local bank has Just 1npormed the. Legation. that the

“verbal assurance given on January l9th ‘that, on Januar; 31lsty
it would purchase its draft for $42, 500 reoresentlng January

salaries and February operatlng éxpenses, even though the
National Bank might refuseé to repurchase it, had now become..
conditional since it had’reached the decision to request the .

‘repurchase of the. draft by the Hational Bank, and, in.event
“the latter refuses, it stated it would have to’ recons1der

whether it ¢ould buy the draft or not. .- The ultimate refusal
of our bank is probable. - This similar” uncertaln situation ..
is faced by the Consulates« In the meanwhile, it has become’ .

necessary to cash several small drafts at the reduced rate of L

excnan5e for private account .

Qubsequent to draft1n~ the foreg01rg, the follow1nc com—-f';

munication rrom the awlSS \atlonal Bank has been recelved
"Swiss francs 1 502 145 92 has been transferred

to us through the Banco de Portugal, Lisbon, by .the 'fs'

Federal Reserve Bank of New York, whlch amount is
be1n5 held at your dlsoos1tlon." :

Oov1ouslv thls is the Branc equlvalent of the ¢35O OOO

‘remittance cited in the” Deoartment’s 139 of January 17th.

Pending oermanent arrangements, and in order to avoidiloss by
exchange through the forced sale of drafts-at a dlseount and:.

‘alsdé assuring that the funds will actually bé available in view

of the uncertaln market for our drafts, -would the” Départment -
consider authorizing the Legation to draw on, this 3wiss franc
account at the Natlonal Bank to obtaln funds for the adminis~ -

¢
H

trative and personnel. néeds of -the Legatidn and of all Censulates'

in Switzerland as of January 31st?

'{T" fUDDlﬁ
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TELEGRAM SENT

To: . . Departmsnt : Date: March 11, 12 midnight, 1942.
No.: X - 1008
Code: Confidential. ~ Charged fo;

, @PO .. 1—1143
. ) )
PARAPHRASE

SUBJECT : Transfer funds

~000

Refersnce to 4th paragraph of Legation's telegram Nb. 931. L,
of Warch 7th. - : . . Lo

An informal declaration was made this alterncon to a Legatio
representative by the Bern Director of the National Bank to the‘
ffect that the Bank had reached the decision to decline the |
proposal made by the Treasury Department to transfer 3I.2-million
blocked dollars of the Swiss National Bank to the blocked ac-
count of the Institute Espanol de NMoneda Zxtranjera, for the
reason that it could not accept the pooltlon of the United
States that this transaction should, in effect, become a single
exception to the zeneral policy of the United ouates; ‘The
National Bank, in othe“'norjs, does not intend to sign away

* thereby what 1t considers as its right to ask permission in
the future to effect other similar transactions.

D 5

In connection with the above, the Bern Director expressed
informally his convictioni that the Wational Bank would agree to
the proposal of the Treasury Department provided the restrictive
clause as to similar transactions in the future were deleted,
but provided also that all dollars purchased by the National
Bank, say, after March 1lst, might be sold only to central banks
of such neutral countries as Spain, Portugal and Sweden, with
the full knowledge and license of our authdorities naturally.

As the Bern director pointed out, there would thus be established
a sort of "liberiy under control" in the disposition of the
dollars the National Bank would acquire, and a limited rbstltu-
tion of the international currency of the dollar as well.

The Bern Director, in an effort to illustrate the National
Bank's contention that it has, despite all handicaps, been
"cooperativa" in accepting dollars, exhibited a memorandum on
which was shown in detail purchases made by the Bern and Zurich
offices of the Bank of dollars from October lst last-to the end.

of February from the various allled and Latin-American

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

The Bern Director concluded by . mqklng the statﬁment that
the Bank had decided to postpone its decision with respect to
purchasing our draft for $2OO 000. mentioned in the Legation's
telegram referred to above; untll such time as it could be
ascertained whether our authorltlas would agree to dollar
transactions in the future of thé type proposed in the fore-
poiné paragraphs of this talegram by the National Bank.

This evening the Forelcn Nnnlster conflrmed to me the
position of the Swiss as’ above outlined and reiterated the ‘
difficulty confronting Swiss finance should it be called upon.
to furnish Swiss francs against dollars the use of which they
would be unable to make. -.He laid emphasis on his contention
that the accumulation of blocked dollar credits against free
Swiss francs would cause a weight which the Swiss are conv1nced
could not be caﬁrled. :

HUDDLE

i

Copy’ to Accounts.
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FFrom; “i-*Departmént

_ Code: . Confidential

- SUBJECT ¢ runds - JW}SS 3panlsh transfer

oooo M

harch lzth .concert
‘ course of tnls ﬁl;

S Instead of the $3 200 OOO prév1ously mentloned 1n t ‘
fi No. 606, ther- flwure was ‘a6 '
‘ 1nstructlons to Mr. Gautier:di ”
"7 the bank should purchase from’ the Brltlsh & a

francs.u. Mr. Gattier wa ;LnfOrmedéthat th
‘be- preoared to: aporove theV
1rov1ded Mr. Gautler ‘gave. the assurarce that the
equlvalent of $1,00045000 to ‘the! British would: el
by the. Swisse hr. uautler statéd that he wou
conflrm by cabllng his: banks and would 1nform it
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 Bern, March 19, 1942
Dear Beaulac~ | .v{,

Following my letters of March ch -and March 14th
I now have to inform you that an agraement ‘has apparently
been reached in Washington between the American and Swias
Governments with reference to disposition of Swise blocked
funds in the matter of. a Sranafer to Spanish credit.

" The Legation has been informed by the Department
in a telegram dated lMarch 16th that the Amerioan Govern-
ment would license the transfer from the Swigs National
Bank of $2,200,000 to the account of the Instituto Espahol
de Moneda Extranjera,-with»the'resulttthat the 1Lcenses
necessary to permit of the tranafer of this amount were
issued on March 13th by the Treasury Department.

As a reeult, insofar as our situation in Switzer-
land is concerned, we will nbw receive in the course of
time Swiss francs in an amount up to the equivalent of
thg %2 »200,000 which has been transferred as above 1nd1—
cate

Thie‘Legation'is'not 1nfo:med regarding the>poaition
of the Spanish authorities: in this transactlon.

Sincerely yours, .

- J.K:H,

Willard L. Beaulac, Esqulre,
American Chargé d'Affaires a.l.,
American Embasgsy,
Madrid, Spain.

~ JKH/mk
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. THE FOREIGN SERVICE
S—— OF THE

VOF Tes o oy MATE ITED STATES OF AMERICA - :
{F - A%ER&A : i

Madrid, Marcn 26, 1942.

Dear Huddle: N

With reference to your helpful letter of
lHarch 9, 14 and 19, the Department has ‘eonfirmed
to us bd telpgrﬁph that the amount of $2,200,000
In Swlss credits dellivered to. Spain have been
freed for use by the Ingtituto Espsaficl de Honeda
Extranjera. The head of :the Instituto informs
me orally that an additional &1,000,00C has
also been freed. He says, moreover, that con-
versations are going on coneerning the possible
freeing of an additlonal 1,300,000 held by. the
Hanufacturer's Trust Company. This has somewhat
relleved the situation. '

The background you gave me was ver nelpful.

hlth kindest personal Tregards,

Very sxncerii? urs,
@w4:M\~

J. XKlahr Huddle, Lsaumre, = -
Chargé d'Affﬂires ad 1nter1m -
American Legmtlon -
Bern. x

2 ~ AMERICAN EMBASSY

-----

Ty
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|\ WASHINGTON, B, G/ ; "
' o
DEPARTMENT OF STATE N S
WASHINGTON ' S
QETTDERTIAL August 5. 1942 R
PRI : i . A ;.{ij’\
AIR MAIL R o | 3 | s
- Dear Leland: ' s S | ‘ : B ¥

Recently the Bank for International Settlements
applied for a license to permit the tranefer.of $1,000,000
from its account with the Federal Reserve Bank to the
-account of the Swiss Nationial Bank., The Treasury denied Ty
-the application and the matter was then presented formally fury
to this Department by the Swiss Minister. The Department Wiy

upheld the Treasury 8 &eoiaion. e
I belleve that the positions taken by the Treaaury
-Department and this Department and the underlying reasons
therefore will be of interest to you, and I am therefore - EE
enclosing for your confidential informetion coples of the = =&
more pertinent documents from the Deoartment'e file on ;;
the case. .

With kindest nersonal.regarés,

\, Sincerel yours , Qki. @ : o
\3‘% ~ ‘(' ‘,,-"2 ) L y : M ALMM ‘ tn.u

-+ Dean_Acheso
5gﬁssistant Secretary

Enoloeures: .
(For enclosures,
see rollowing page )
3

The Honorsble I : ' y e
Leland Harrison, §
American Minlster, ' : ‘ 3
S
<
("‘&‘
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Enclosures:

1
2.

.

Memorandum to Swise Legation,
July 25, 1942,

Memorandum to Mr. Berle, from
Financial Bivisian,

July 16, 1842, " o
Memorandum to Mr', Acheson,
from Forelign Funds Control .
Division, July 15, 1842, K
Letter from Aoting Secretary .
of Trsasur with report, E
June 28, 1842, .

Letter to Secretary of the
Treasury from Mr, Achason,
June 11, 1942, >

Alae-mémoire from Swiss
Legation,,Jnneus, 1942,

VI S

.48

012514
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'MEMORANDUM

i

" Reference 1e made to the aide~memoire submitted by
the Swiss Minlster on June 3, 1942, requesting a further
review of an application for a Treasury license to permit

_ the transfer of $1,000 iooo from the account of the Bank

for International Settlements with the Federal Reserve
Bank of New York to the account in .the same bank of the
Swiss National Bank. .
X

It 1s noted that thd transfer in question constitutes
a partial ropaynent of a dollar demand deposit which the
Swigs National Bank maintsins with the Bank for Inter-
national Settlomenta, It would appear from the aide-
memoire that the ‘Swise National Bank in requesting .
repayment of this depoeit is motivated by apprehension -
a3 to the future of the Bank for International Settlements,
This appears to be substentiatéf by the probable willing-
nese of the Swiss National Benk %o convert the dollars
that would be received into gold to be left with the

Federsl Beservc Bank for the duration of the war.

The Dapartment of State has carsfully reviﬁwed the
proposed transaction with other interested agencles of
thie Government and 1s constrained to conclude that 1t 1s
not in a position to intervene in the declsions whioch
have already been rendered., This Government considers

‘that’ 1t would not be in thy interest of the United States

to permit the depletion of‘the assets of the Bank for
International Settlements held in the United States for
the consummation of & transaction which 1s motivated by
the conslderations 1ndicatad in the aide-mémoire, I
should also be pointed out- that this Government does not
consider 1tself responsible for the liquildity or safety
of dollar deposit contracts entered into by foreign .

‘banking institutions, Depositors who open dollar accounts

with non-American banks assume the rigsk that such dollar
deposits may have to be. repaia in thelr aquivalent ‘in
other currenoxea. R

Bepartnent of State,

'wasmngson«,j July 25, 1942
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Hr. Berle‘ :

»wil}.}

E DEPARTHENT er‘ smm ,_

FINANCIAL DIVISIOH
July 16, 1942‘

I agree--AAB

" The: action drafted on thie 0ase may be of some
interest to you as a definite negation by the United
States of the pre-war e tbrts emtodied in treaties

u

“eigned by several countries ‘
by the United States, to guarantee funde of the Bank for

t repeatedly turned down

- Internatl.onal Settlements freedom in war as well as inm

peace from
operations.
.operates,

a; 11{:10 ameunt 11ko a milllon dollgrs which they wauld

the financisl controls imposed on other bank
by governments of the countries in which 1t
-Why ‘the Swiss should raise this question over

howover, ‘and. sincewaiu;mwwwk;_wwﬁmﬁ n
and largest oié he BIS ba . :
there seems fio good Teason Vhy the United States stould

not thus record the break down of the pre-war effort to
meke this particular bank a real international banking
1nat1tutlon superier to national 1ntovesta.'

FD:FL:JD

-
i

o

<o


http:a.ot1.oD

WL L I ,:i:;:_u,,“ [

i

s g e | g 361 NE

R

HVES -
i aepaocuczommeumo L A7 g,j\ N t{:LAQS m

. e _zg_wlé_,-,,
o t K(z_,_ WARA Dtz )
~ GOPY
DEPAﬂﬁKER? OF STATE -
FOBEIGN FURDS GONTBQL DIVISION
Jnly 15, 1942
A-A My, Acheson. ' ‘_ I agree_-uA

: While we do not agree with all the arguments Preaented<
by the Treasury Department in ite memorandum, neverthelecss
it 1s the opinion of FD and FF that the request of the
Swiss should be denied gnd the ?reasnry Bepartment g
‘decision upheld.

i - The Treasury‘s thqsis s 1argaly based ‘on the thecry

e thag t?; gafk for %gternaglonal Settlements is an Aﬁig; "
joontrolled institution and an Axis, an .
Swas forced to repay tho‘Bﬁfﬁgﬁﬁatiodﬁ{'%%gf‘doi ar deposit
in gold or Swiss france, this would reduce the assets
available for the extension of credit %o the Axis. It is
the view of FD and FF that the B.J,8, could centinue to
refuse to repay the deposit except in dollars, and con~ = .
sequently would not reduce the credit which eould be made

available to the Axis becauge of denial of the applieatien
by the United States Treasury,

~ On the other hand the Swias buila their oase about a
‘contingency, namely, the uncertain outlock for the B,I.S,
- and the posaible loss they-might sustain if it were:
liquidated, PFrom the point of view of this contingenoy, .
1t would appear prudent for thie Government not to permit
- this transfer, for in the event the B,I.S, were to become
~ coempletely Germanized, this Government could place the
- agsets the B.I.B. haa in thia country into the pool of
German assots.< i )
Moreover, 1: wa continuo to hola a substantial amount
‘of the liquid assets of the B.I.8, under our control,
we may at least within limits more effectively influence
B.I,8, policies than would be the case 1f we. ”ermittad
‘these agsets to be tranaterred to other inet b

These Gonsiderations in our opinion outwei '

. the Swiss te be pald out of the dollar asaots'ot tha B.x 8.
in this country merely beoanae of unoertalnties a8 to the
future of the B,I.8, , . . .

In the 1ight of ths foregoing we h&ve draftgd the
. attached mcmorandun 1n reply to the Swiase alde-memoire of
Jnne 5, 1942. S

FD: GLuthringer S L S N e
FF:JNPlakiss R |

212517
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 TREASURY DEPARTMENT
WABHINGTON

In reply please '  & June 26, 1942
refer to: 18022 R - L

My daar»ur. Booretary: EFXMMﬂ o , ,

| ‘Reference 1s made to Assistant Seoretary Daan Achesen‘
letter of June 11, 1942 (FF), requesting a ataxemont of
ths reasons underlyins the Treasury Department's refnaal
to authorize the transfer of $1, 000,000 from the acoount
kaf the Bank ror International Sattlemonts with the Foderal
Baserve Bank of ﬁew !ork to the acoount 1n the same bank
of the Swiss Natlonal Bank.

Attached hereto is a memorandum explaining the po}icy -
of the Ereaeﬁrj,ﬂebarthent.éith;reepéct te;the'mattqr unds
reference. T |

Bincerely yours,

A E H. FOLEY, JR,
Aozing Becrotary'or the Treasury

The Honorable,
The Becretary pr'State.'

212518 -
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' TREASURY DEPARTMENT =
~ WASEINGTON | EE
| Jnne 19, 1942

‘Memorandum on the Transrar of Bollar Funda
from the Bank for. International Bettlements
to the Banqué Nationale Bulsse

.1_

The 8wiss ﬁatlon&l Bank carniea two dollar accounts,
approximating $3 million, with the Bank for International
Settlementa, In February, 1942, the Swigs National Bank -
requested repayment of #1 millien by the transfer of that
sum to its dollar account at the Federal Reserve Bank of
New York. The application of the Bank for International
Settlements for a license to make this transfer was denied
by the Treasury, This deoislion was made in accordance with
the policy of the Treasury not tc license payments which
facilitate cémmercial and finanoial transactions directly
or 1nd1roctly benorieial to the Axis countries,

‘The Bank for International Settlements is owned by the
cential banks of Germany, Italy, France, Belgium, and
Great Britain, and by some banking institutione in Japan
and the Bnltod States. It i1s quite obvious that control -
18 vested in the repreaentatlves of the Axis countries and
the ocoupied countries, Fufthermore, Germany is the largest
creditor of the Bank for International Settlements, Ihe .
German Government deposit and the Annuity Trust Account
Deposits, .in which there is probably a large reversionary
interest in favor of Germany as well as a direct Itallan
1nterest conatitute 70 percent of the total liabilities

(other t capital and raserves) of the Bank for Internationsl

Settlements, - Apart from t Germany has a contingent
intereat in the profits of the Bank for International Settle-

" ments 1n excess of normsl. earninge. ‘While the operating

policies of the Bank may not be determined by Germany, 1t
is submitted that Germany is now, and expects to be, an
important beneficlary direetly and indirectly of the Bank‘
aperationa.

Under any olrcnmstanoes, the oporations 1n Europe of
the Bank for International Settlements adversely affect this
Government in the prosecution of the war, On March 31, 1942,
the Bank for International Bettlements held assets of more
than 475 million gold francs (32,7 cents per gold frang)e-.
spproximately $165 million, Included in these assets are

- Treasury bills amounting to 104 million gold francs, com-

mercial bills and bankers® acceptances amounting to 114 million
gold rranca, and other bllls, 1nvestments, and funds at

interest

212519
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1ntereat amounting to 183 million gold francs, By rar the
greater part of these 400 million gold francs of income-
earning assets contribute to the financing of transactions

" in Burope: diractly or lndirectly benericlal to the Axis
countries¢“»

The deoision of the-Tressury to deny tha applicatlon
of the ‘Bank' for International Settlements for a license to
pay $1 million to the Swiss National Bank does not imply that
there are any other ilmmediate interests ia this transaction,
,nor does it imply that there is any other purpose in .this
| transaction than the repayment of & deposit, MNevertheless,

{ the drawing down of tlie- assets of the Bank for Interhational
Settlements in this country would of itself facilitate the
“extension of oredit in Euroge by. the Bank ror International
Settlements, The Treasury Department cannotifive 1t
approval to a transaction which makes possible the extension
of additional credit by the Bank for: ternational Settle—
ments to rinance transactions 1in Eurbps. :

There 18 ample evidence that the Bank for International
-Bettlements has been systematically drawing down 1%s ‘assets .
in this country for the purpose of removing them from our
control,: While the Bank for International Settlements
held $29.5 million in gold, deposite, and bills in New York
on. January 2, 1940, these assets have been reduced to about
- $21 mi1l1on, - We know that the Bank for International Settle-
. ments has attempted to 1nitiate transactione involving the
export. of gold from thie country, the switching of gold -
between this country and Latin Ameraoa and the holding of
‘dollar deposits in Latin American banka. For example,
~ the Bank for Internatignal Settlements recently attampted
to tranegfer certain of ita-Brazilian gold holdings to
Argentina,  Apparently the Bank for International Settlements
folt that with gold held in Argentina it could effect trans-
aotions which Brazil would not permit, Brazil properly
refused to allow any such transfer, Such shlfting of assets
indicates a definite. plan on ‘the part of the Bank for Inter-
national Hettlements to‘escape and defeat the foreign
, funds oontrol of this Government and of other governments
: cooperating with us, Ordinary business prudence suggests.
v ' ﬁ; that a sound and unbiased banking policy would require the
; Bank for International Settlements to shift 1te assets
‘ ¥ | from Europe to the United States rather than to draw down
1ts safe heldings in this country.

.- The decision of the Treasury on this applioatian is
not directed against the Swiss National Bank, Preocisely

the same deglsion would be mad application to trans-
rer the 33 of the Bank ror nternagloggl Settlonents

to .

e R
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to Buropean interests, In the aide-memoire of the Swiss

"Minister, 1t is stated that the Treasury dscision has

deprivad the Swiss National Bank of the possibility of
collecting its deposit from the Bank for International
Settlements, Obviocusly, payment of this deposit can be
made in & manner that winl be approved by the Treasury,
Nevertheless, it must be:emphasized that this Govern-
ment ie not the guarantor of the liquidity and the safety
of dollar deposits in banking institutions outside the
United States, Depositors who open dollar accounts with
non-American banks assume the risk that such dollar :
deposits may have to be-paid in their equivalent in
other currenciea. .

The Preasury Department has no wish to 1nr11¢t any
unnecessary hardship on the Swiss National Bank, The Bank
for International Settlements has total assets of more than
$155 million, of which only 10 percent are held in this
country. 0bviously,.the European resources of the Bank
for International Settlements are wholly adequate to effect
the tranafer of $1 million to the Swiss National Bank,

The Treasury Department 18 prepared to grant any licenses
necessary to authorize the payment of this dollar deposit
out of the funds now held in Europo by the Bank for Inter-

national Settlements.

B APPEBBEK'I

Untted States Aasatu or ths
Bank ror International Bettlementa

(Hilliona of Dollars)
January 2, 1940 o ,
quosita and.bills - 18,2

Gold . S T
Total - . 29.4
January 1, 1941 ‘ ‘ o
quosits and bills B 21,3
Gold | 7.2
Total o . 28,6
 January 1, 1942 . .
N Bepoeita and M1ls 16,1
» Gold o . 4,0
. Total o 2001

. April 30,
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April 30, 1942
DODosita and bills
Gold

Total

P |

14,8

2103
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II-

111~
IV-

Ve
VI-

Vii-

I«

II-

111~

. IV=-

TIME FUONDS: at'intereat 144 0456, 245 18
Not exceeding:3 months : R ‘ 21,068,707.65
SUNDRY BIILLS ‘ARD:INVESTMENTS A ‘
1, Maturing within 3 months - S
Sundry: [Avestments . 77,856,316.85‘~
2, Between '3 and .6 months o '
| Sundry Investments . 36,799,662.38
35 Over 6 months .
g ‘Treasury Bills . . 74,464, 855,62
b Sundry Investmonts 31,842,110, :
: g 219,962,806.59
OTHER ASSETS 183,979.@8
R 4?6,646,135633
LIAB ;QIEIQ S
»GAPITAL o « -
Authorized and 1aaned 200 000 sharea -
éach of 2,500 Swies gold rrancs 500,@@0 000.- L
of which 25§ paia up ~ 135,‘.‘,‘..00
RESERVES - " ° .
1, Legal Rsservo Fund 5 780 203,15 - .
2, Dividend Reserve Fund 4 260 538,73
3, General Rasorve Fund ‘18,342,650,;§ ‘
. _ - £3,323,392,01
LONG TERK DEPOSIT& . o
1, Annuity Trust Aeoount Bepositsﬂﬁaeeﬁ 260~
2, German Govornment Deposit = u_jgjzgggﬁaugg o
228,909,376 =~
SHORT TEBM AND SIGHT DEPOEITB ' ' ' :
(various ocurrencies) -
1. Central Banka fnr their own , , ,
accounts - - o '
(a) Not. exceeding 3 months 3 Qsaagaﬁgua
(v) s1gat o 565,86
' o ;,' 17, 325,485 es
2. central Banka ‘for the aceount R ‘
of othsra* e,
Slght

R Ny S I T
=

EURDNIS ey

A 16500

J‘J 33'
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APPENDIX II

BANK FOR INTEBNATIONAL ssrermmnrs '
' STATEMENT OF Accounr AS OF MARCH 31, 1942

units of 0,290 322 Sa,s.grammes fine

(In 8vias gold france
- gold)

GOLD IN BARS

CASH ‘ '

On hand and on- ourrant

acocount with Banks :

SIGHT FUNDS at interest

REDISCOUNTABLE BILLS -

AND ACCEPTANGCES -

1, Commercigl’ Bills -and
‘Bankers! Aeceptances

2. Treasury Bills'

Arto B of the 8tatutes

ééﬁEE, e
| . 42,082,306,06

16,540,546.99

v
-

E

'A114,159,5as 20 -
- .29, 886,669,98

A1,357;541;a4 :

32 962,455.919

Percent

8.9

6.9
3.4

24,0
6.3
4,4

16,3
7.5

15,6
- 6.7

069 '

T M

.

26#2

4.9

52,0
18,0

bo B
. o

0.3

3, Other

212523 -
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3, Other depositora: S Percent
,a Not. exceeding 3 months 34 344,68 , 0.0
Sight 4 366,78 1,0
| " 4,565,711.41 - ~
V- SHORT TERM AND SIGHT nmsxrs (Gom) , - |
1. Not exceeding 3 months 1,464,758.74,* 0s3
2, Sight 7,579,932, 88 ' 5,8
VI- HISCELLANBOUS L 9.9
| | : 100

RN
LR Y

Note: Earmarked gold held in custody for the acoount of central Banks and
funds held for the service of International Loans, for which the Bankof
International Settlements 1g Trustee or Fiscal Agant are not included in

the above Statement,

212524



- e B gL NN e R ¥ S AT
v

Wﬁ‘??\- e, ||RG B4

e it | vy 3207 —
LT “ Ey_.fé:.”"‘g-" B,!: ‘ZZZL’X Flle Jﬁé‘& [)%M f;x'

e PErg o L i
- | | BOX I} bd

APPENDIX I11

EXTRACTS FROM THE
STATUTES OF THE EANX F“R *NTER‘ATIONAL SETTLEMENTS

Art, 6. The SubSCription of -the total authorised capital
heving been guaranteed in equal parts by the Bancue Natlonale
de Belgigue, ths Bank of England the Banqgue de France, the
Feichsbenk, Benca d'Italfs, o bankino group represented by
the Industriel Bank of Jaﬁan acting in piace. of the Bank of
Jepan, and Mesgsrs, J. P, -Morgsn & Company of New York, the
First National Basnk of New York, New York, and the First
Nationsl Bark of Chicego, Cl*cego the Bank may tegin business
as soon as e minimum of 112,000 shares has been Subscribeu.

Art. 15. The ownership of shares of the Bank carries
no right.of voting or représentation a2t the CGeneral Meetlng.
The right of representation and of voting, in proportion. to
the number of -shares subscribed in each country, may be
exercised by the central bank of that country or by its
nominee, Should the central bank of any country not desire
to exerclse these rights they may be exercised by a firancizl
institution of widely recognized standing and of the same na-.
‘tionality, sppointed by the Board, and not objected to by
‘the central bank of the country in question. ' In cases where
there 1s no central bank, thése rights may be exercised, 1f
the Board thinks fit, by an gporopriate financliel 1netitu-
tion of the country in questﬁon dnnointed by ‘the Board,

~ Art, 27. The administration of the Bank shell be
vested in the Board. - : :

;oA

. Art, 28.  The Board sheil be composed s follows:

- {1} The Governors fgr the time beinw of the centrsl
banks of Belgium, France, Cermany, Great Brit@in Ttaly,
Japan znd the United States of America. (hereinafter re-

ferred to as ex-officio Directors), or if any of the sald
Governors are unwilling or uneble to hold office, thelr

respective nominees (kereinafter referred to as qubstitute
nominees) . :

The ‘tenure of office of & substitute nominee shall be
within the discretion of the Governor by whom he i3 appointed,
but shall terminate 1n any case when thet Covernor vacates
office. L ' '

. Any ex~officio Director may appoint.one person as .. -
- his alternate who shall be entitled to attend end exerclse
the powers of a Director at meetings of the Board if the

Governor himself ie- unable t.o be nresent

(2} Seven
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APPEHDIX III o o

’?(2) Seven persone representative of finance industry

- or commerce, appointed one each by the Governors ef the central

banks mentioned in sub-clause (1) and being of the ‘same natien-'

. ality ae the Governer whe apnointe him.

During the continuance of the 1iability of Germany o

" pay Reparation annuitiee\ two persons of French and German

nstionality respectively, representative of . industry or com;erce

. appointed by the Governors.of the Bank-of . France and ef the
’ Reichebank respectively;-if they 80 desire

(The rest of thie article ‘on directors ie omitted )

Art 56 The yeerly net’ nrcfits of the Bank ehall be

‘annlied as follows*

(a) /“egal Reserve Fund7 (b)‘7”ividend"7 (c) /"nrther
dividend_7 ) [General Reserve Fun_? |

- {e) Yas. long a8 the Blan is in force- any remainder of -

n,the net profits after meeting the foregoing requirements‘ -
"ehall be disposen of ae foilows' ' ‘

(1) - a8 to seventy-five percent te such of the Governments
“or central banks of Germady and the countries entitled to
share in the annulties payable under the Plan as have main-
tained. time deéposits at ‘the Bank subject td withdrawal in
- not lese than five years from the time of deposit or after
. four years on not less" thgn one year's notice.. This sum.
shall be distributed annually in proportion to the size of
the. depoeits maintained by the respeetive Governments of
central banks in question. The Board shall.have the power
to, determine the minimum deposit whieh weuln.uuetify the

'\distribution provided for

. (ii) as to twenty five percent as - follows. v :
- If the German Government elects to make a long- ~term
deposit with the Bsnk withdrawable only on. the terms speclfied
under sub-clause (1) above and | amounting to .the minimum sum
- of 400,000,000 reichsmarks, the saild twenty-five percent.
shall go into a- Speclal Fund to be used to aid Germany 4in .
paying the last twenty two annuities provided for in the Plan

: If the German Government electe to make such long—term
deposit -amounting to a sum below 400,000,000 reichsmarks,

the participation of the German Government shall be reduced

- in .proportion, and the balance shall be. added .to the seventy-.
five percent referred te in sub clause (i) above
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‘If the Gefman Government eieéﬁs not to make any such
long-term deposit, the said twenty-five percent. shall be
distributed ss providéd in sub«clause (1) above.

The Svecial Fund referred to above ghall carry compound
interest, reckoned on'an anntal basis, at the maximum
-current rate paid by the Bank on time deposits.

If the Special Fumd should- e/ceed the amount required
to pay the last twenty-two annulties, the balance shzll be
distributed among the creditor Governments as Droviﬂed for

“in the Plan; : :

(f)  at the expirstion of the period referred to in
the first parsgraph 6f sub-clause (e) the disposal of the re-
mainder of the net profits referred tdé in sub-clause (e)
shall be determined by the aenerpl Meeting on the Drocosa¢

of the Board.

. it
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840.51 Frozen Credits/6852

sction of the Treasury Depertment in permitting the
transfer of $1@§oo 000 .f the Swiss b;oc@pdﬁaccount

fo the acc0uﬁt "GfthHe “Swiss Vational Bank with the
Federal Rescrve Bank of New York, There ie enclosed

& copy of the aide-~ memoire presented by the Swiss
Minister on this subject

w~!

The Swiss Nationsl Bghk iﬁﬂ*céfégﬁﬁﬁat.it has
several dollar demand aeposits with the Bank for

Internationsl Settlements in” Switzerland :an& wishes

t0 reduce these deposits by treneferring %1,000,000

~from_the account of the Bank for Interﬂational

"Settléments with the Feéersl Reserve. Pank of New York

to 1%s account with the- same benk. The Bank for
rnetional’ Settléménts is willing to permit the
withdrawal end” the Swiss National Bank 1s apoarently

FE . ' Drenared

The Panorable
enry Norgenthau Jr.,

Secretary of the Treasury.:

212528
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zTraasury'Departmentpuould'be reégfﬁed at an.éé%ly déte

‘}inismer

prepared to accept the transfer in earmarked gold to

~be held by the Federal Reserve Ban% for the duration
of the war. . .
1% appears that anpllca*ionq eﬁ the Sw¢sc Namional
pank to effect this trangsfer were. denied althouvh no
explanation of the policy:of the ireasury Department
was given, It is essumell that the Treasury Department's
actions were predicatéd .on informstion which is not
contained in the enclosed alde-mémoire. The
Department of State would therefore appreciste being
‘advieed of. the: reasgons underlying the policy adopted
by the Treasury Department gs 1t would appear that-on

£ «f*ctsw‘the transfer eferred to

so that an appropriate reply may be made to the Swigs
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'240.51 Frozen Credits/GBSS

LEGATION DE SUISSE

Washington D.C.

£

the Bank fon International Settlemenzs in
‘ Tar accounts~on which tbe B I S. pays a‘w;‘
c 't 1rtérest, ‘Oneisf.these: accounts opened Semtem-
ter 1940 Yo vy demand ‘deposit account, 'callable on . dght,
;for an amount‘of $1 695 OOO :the- aecohd one 1s an: account
‘éallable after three dayd sight end amounta now to
%1, 300, OOO

NS
o Am

TR February(l@éz? the Banque Nationale Suisse de=
eirous to-redudestheseideposits R askea the. Bancue A“
International Séttlementsito repsy.5l, OOO 000 oni tA ,sight
sccount “by “transférring“that sum to +he Banque Nationale
Suisse's dollar account with the Federsl Regerve Bank in
, ,Newdlogk “An application for this ‘transfer was 1mmediately

AR ¢ *n i ctions frem Zurich“ the representative

ﬁof}the Banque Nationele Sufsse in New.York asked the Trea-

,g_“’y;ﬁin a conversation with Mr.- John M, ﬁehle %o, recon-

- Ulsiderits decision.’ -+ He ‘gade the assurance thet the transfer
;'jin'&féf‘éslcn hed nothing 1r common with another tr?nsaction
_between the same! banks ’ quest
‘jof the B *“SH

fgnever been granted the 1nitiat1ve came from the )

- whichy for réasons” unknpwn ‘here, -wanted o buy Sw 88,
france against dollars. This time the initiztive belonged

e the\Banque Nationale<Sulese which wished to be prtially

;freoaidgb, “Itsdebtor." +The two- transactions are, therefore,

“*rauically ‘Aifferent - in: their -origin and in their aims.

In spite of this, the Treasury “enartment aft
reconsidering. the matter,:confirmed its first Pequal and
suggested that the Bsncue ‘Nationele Suisse ask the B.I.S.
to repay the wanted amount in gold in Switzerland or in
- Bwlss france. This, the B.I.S. refused to do, declering -

Cits

i " . -t -~
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T 1te ArEb1 ity to settle its dollar debt in other exchange
-or in gold but confirming 1its resdiness %o repay in dollars.

In an endeavor to find z solution satisfactory to the
- Banque Nationale Sulgse-@nd-to.the Treasury, Mr. Gautier
‘indicated that) if the transTer were authoriZeo, the
Bangue Nationale Suisse,would probably be willing to turn the
gold at the
~;-mhis oro-
J”uhe Trea-

FederalvﬁeservevBank for the*d

+"“such 'a transfer has been reconQIeered ir ‘the 1light
-of .your letter tut i1t has been found thet approval
thereof:would not be in accordance with the nolicy

1how a transfer of funds whichywoulquemain un&er the-
.»control of thé Federsl:Reserve Bank in the accoint of a
neutral’ centrel’ bank cén:be considered’ incomnetible v

with. thet policy but attegﬁ*on 18 called to the Tact
3declsion thelBanoue Wational Sulsse is
i 1; Ate dde. “In
it is cer-

*‘xtgnsaywthat;thé”fu re of the - >
Nob@dy can.foresee. what 1t¢€ asséts will
I’ it= cred tors cannot be repéld
Netionale ‘Bulsse
by *he Treasury
by tbe debtor,
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TELEGRAM SENT |

"Department ‘Date: .april 18, 11 aw.m., 1942

~ No.: B A
Confidential. . ‘; Gharged to

wAQAPI{RA S o ‘ o
- : o : : &
SUBTZCT : Free_ exchanie %etweeﬁ B.I.3. and ‘Axis Powers Sy
) » .0000 - 5 . . : o ?
‘ ' {;\s

CCHFIDENTIAL “OR AboIDTHUL SECRETARY nC .
I have been asked by McKittrick to convey to vou th@ Pollow-fr

“ing confidential data with respect to the movement of free . ex-

change between the B.I.S. and the Axis powers, including occupied

-and controlled territories, with the ”eque“* that it be communi-

cated by you in strictest confidence to the Treasury and to the
Federal Reserve Bank, Hew York, in connection with the cable ,
wthF the B.T.3. is o@ﬂdi“? to the Federal Reserve Bank, New York,

hich will contain additional information and will request re-
00ﬂ31%eratlon by.the Treasury of the rafusal to license reﬂavment
of deposit of one million to the Swiss National Bank:

During the fiscal to March 3lst, 1940, Germany transferred
to the o.I.o. in free exchanve as 1ntorest»on sums loaned during

. the first years of the bankl!s existence the eguivalent of anprox-

imately $2,840,000, 26.4% 6£ which was returned as dividends.
CO““GSﬁOﬂd1n~ f‘Jureo 1Pclud1n* Italy for. year to Karch 31, la41
were interest t”ansferrna 5,120 000, 27‘4?>of which was repaid =~
to Axis. The Board members are now considering the DrooosaI

to pay the usual dividend this year and if aow“ovad the figures
wiil work out similarly to those of last year. In this manner,
approximately three-quarters of the interest paid to the B.I.S.
,by the Axis represents a nel loss of exchange to thossz countries -
and the dividends naid to Allied countrlas rﬁnreseﬁt & corres-
ponding net profit.

HARRISON«
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IN RE‘PLY REFER TO ' ) =5 :
FILE No‘aﬁl 6 - - Ac"’d by form
. - h 4 dh P !’i} “’! (15‘{»‘) ‘*‘7‘“', ) . )
R THE FOREIGN SERVICE - A,
s amce+ OF THE \ é%/ZL
o WAR GE 19 HE - . »
. UNITED STATES OF AMERICA - Wt
., L ‘ | 7
. % e 7 ] .
PEPARTMENT OF ST T e AMERICAN CONSULATE
‘Basel, Switzerland,
' : March 24 1942
~ CONFIDENTIAL ,
The Honorable . ’ B -
Leland Harrison, = ;

American Minlster, . , 4 )

Bern, . , oo , : : i
. . ' ' ’l}a«m%
Subaect Neutrality of the Bank for : =~
International Settlements : R

Sir: I have the 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-partls&n -character of
the Basel institution and the general interest in
keeping it neutral. Mr. Mc%ittrlckﬂxook occasion
to mention his refusal some.time ago to make a
$5,000,000 short term loan to 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, he said. Mr. McKittrick,
moreover, declared that Mr.? Paul Hechler, the German
Manager of the Bank for International. Settlements, had
Just returned from Berlin and had brought him personal,
assurances from Messrs, Funk, Langer and Fuhl' of =
Germeny's interest and de31re to maintain the neutral
character of the Basel institution and their readiness

- to cooperate with him in' the matter. »

" Mr. McKittrick took occasion to deny that any .
attempts were being made at present by the Germans in
connection with gold transactions involving his k.

' Respectfully yours,

*two years

2 copies to Department -, Ame Consul General

Copy to Ziirieh,
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IN BEPLY REFER!TO Ack ,v’ Feb . 4 mk

FILE No'85l‘ . ‘
] /dh o
- THE FOREIGN SERVICE

G SiAie OF THE.
. UNITED STATES OF AMERICA

OF AMERiGA

[

e ek S 1 ATy AT
. : | SO S TR bul
brsmwm!m'r OF yraTe AMER]CAN CONSULATE
; ; : BERMN , . Basel, Switzerland,
; : o . ngruary 4, 1942, . . -
f CONFIDENTIAL K . :
i :

T. Klahr Huddle, Esquire),
Chargé d'Affamres a.l.

Bern.
| ” |
[ . Subject: .McKlttrlck to Remain President ‘.
| S of the Bank for International Y
' Pttlements , 50
Sir: ' - o - o _T‘

|

| |

5 : . I have the 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
as President

of Thomas H, McKittrick, an American,
of the Bank for Internat:onal oettlements, Basel. P S5
Signor Azzolini passed through Basel last week: e
.en route home from Berlin, where he had bzen called o

on the Y

for consultation by the Relch authorities,
'subgeot owing to America entry into the war. ) £

A proposal which’ first met with favor, namely,
Ernst

‘ ] : ‘ thét an Executive Committee, uomoosed of Mr,
Weber, President of the managers of “the National Bank c
. Een

o

| . of qutzerland and Iver Rooth, President of the
I ; Sveriges Plksbanks Qtockholm, together with Nr., McKit-
| trick conduct the aff3¢rs cf the bank was finally

&ropped ‘
Tt was agreed that Nr. McKitfrick was to be con-
tinued in office, but thst the bank's communications to
Germany and Italy must no longer be signed by Mr,McKittrick -
whose continuation as President has doubtless prevented -

serious

/ S LT
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serious complications for the Axis and British
Directors of this important institution.

ARéspectfully'ydurs,

ial T Sholes
Am@ ﬁﬁ%n.consul General

2 coples to Department -

1 copy to ZUrich.

A
i
A
¥
i -
5 -
A .
-
W
o
%
t

212535



<

TR IR M e e s
i;}é;é;DWUCEDATm—E:;;‘ m“fi“‘i?‘ ECLASSI m D i' RG : 8# -
65005 |
Kfz:_ NARA o,*nl () i
i ree merch 7o R '
FiLE N0851 6 RS Ach. d bsr form

DEPARTM

Y T i3~x=

lit amtilsd TH.E FOREIGN SERVICE L v
v OF THE - gvﬁa

o5 THE. o e
MAL o k UNlTE}p STATES OF AMERICA | (et
% meeN | o | | ‘
ENT OF SR ' AMERICAN CONSULATE
- Basel, Switzerland,
: March 24, 1942,
- CONFIDENTIAL .
The Honorable . SRR

Leland Harrison,  °
American Minlster,

Bern. .~ -~ - ) ' ?g%

Subject. Neutr&llty of the- Bank for

International Settlements pi

Sir: I have the honor t0’report as follows:

Mr. Thomas H. McKittrick, President of the Bank
for International Settlements, Basel, when approached
by me this morning in conneotlon with the question
raised in the House of Commons a day or two ago re-
garding the neutrality of his bank, took occasion

once moré to emphasize the non-partisan character of
the Basel institution and the general interest in
keeping it neutral. Mr. Mchittrickixook occasion

to mention his refusal some time &dgo to make a
$5,000,000 short term loan to the Germans to tide them,-
over a. criticel period and the good grace with which
Berlin accepted his decision, There have been no
requests for loans since, he said. Mr. McKittrick,
‘moreover, declared that Mr. Paul Hechler, the German
Manager of the Bank for International Settlements, had
Just returned from Berlin and had brought him personal
assurances from Messrs. Funk Langer. and Fubl' of
Germany's interest and d531re to maintain the neutral
character of the Basel institution and thelr readiness
to cooperate with him in.the matter.

| Mr. McKittrick took occdsion to deny that any

f attempts were being made at present by the Germans in
connection with gold transactions involving his k.
: ‘ . oo ‘ ResPectfully yours,

¥

*two years

2 copies to Department i Consul General
Copy to Zfirich,
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PRESIDENT THOMAS H. McKITTRICK
AND THE BANK FOR INTERNATIONAL SETTLEMENTS

rere i el le s ind T

American Consul General
Date of.completion: August 21; 1942.

Date of mailing: - August 21, 1942.

The following comment is offered on recent developments
-at the Bank for International Settlements at Basel:

S row wis g 5L4LTF5

i ) ‘ - 4 v | : The
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The 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 Mr. chittrick the Ameri-
can President of the Bank - this to meet German suscepti~

| Dbilities. . A diplomatically worded request had previously

been received at the Bank on the subject from Berlih. The
fact that the Bank's annual report is a much quoted docu-
ment- throughout the financial world gave rise to the Ger-
man request that this yebr!s annuel report be made to ap-
pear as coming from the "President", without the mention
of Mr. NcKittrick's name. -The preface-of the report will
be somewhat like the followlng:

"The Pre31dent of the Bank for International
Settlements, Basel, haé the. honor %o report the ..."

It ig also interesting to note that Mr. Thomas H.
McKittrick'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 secemed
anxious for Mr. McKittrick's continuation in office but
its present attitude may indicate a change of sentiment
on .continuing an American as President of the Bank. The
fact that the Bank's annual weport for April 1, 1941 to
March 31, 1942, will not bear President McKittrick's name
1ndlcates how the wind is blow1ng in Berlin

It is generally known supreme autaorlty in the Bank

rests with the Board of Directors. The President conducts ™

the affairs of the institution under them. All directors
have equal right irrespecti¥e of shares held by the Govern-
ment they represent or vetes engaged By their central banks.

851.6
WHS/ sr

& copies to Department
1l copy to Zurich
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Tom lickittrick, who fad lunch with me yeqterday,
had recently seen *he President of the National Bank in
Zurich, VeLer, end thls time had found him extremely
outspoken in ‘his criuicién of the policy of our Treasury

Department recgecting the difficulties that they put in = C
‘the way of the Swlas in deing thelr dollar hcl@lngs in éﬁ
the Unlted States. lir. Gautler, who had been in Wash- b

ington representing the National Bank, had just returned,
and Weber's attitude owobab 1y reflects What‘he hadfbeen ‘ G,
told by Mr. Gautier. | an ‘ ’ :

 Tom also informed 7ee that our Treasury had refused
a license to the B.I.S, to make use of thelr blocked

| dollars in the United States for the payment of interest a2
to British, American and South American holders of the

- stock of the B.I.8., He showed me an exchange of tele- CL ey

grams thaet he had hed in thls regard with the Federal =

Reserve Bank and with the Bank of England, the last

i telegram informing him that the Treasury pbroposed that
g the B.1.8.. should maxe payment in Swiss frencs. The
action of the Treasury in thls regard hed been very
embarrassing to Tom, as he did not have encugh pounds
sterling to pay the interest in Great Britain, and the
Germang had recently indicated to him their de ire that
he should -not use the Bwlss francs which they pald him.
on wnat they owed the B.I.J. for the payment of interest
in the United States and the Americas., In that connec-
tion, Tom also sald that'théAGermans were in advance in
thejr interest rayments on their indebtedness to the
B.I.8., which they pay in Swiss francs and which amounts
to about 10,000,000 Bwiss francs per annum. Tom 1s writ- 1
ing to Leon Frazer to ingulre what his position would be e
under existing law and Treasury regulatlons, 1if he should R
take the position. that the B,I.S, had complled with those i
obligations in full by offering to pay the American stock-
holders with dollars now held by the B.I.S. in New York
and which the Treacury refused to release for the pay-
ment of these stockholders,

_ Comment. From the foregoing it would appear that
our Treasury Department is losing no opportunity to obt@in
‘wass.frencs for our outnajments *n uurope ,

T
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] AIR MALL
Bern,VSeptembér 4, 1942
‘Dear Dean: ‘ ' _ |
I greatly appreciated ‘the thought in sending me o e

with your confldéntial letter of August S5th copies of _ o
the pertinent documents in the matter of the application _ o
. by the Bank for International Bettlements for a license
to permit the transfer of $1,000,000 from its account
with the Federal Reserve Bank to 1ts acoount in. the :
8wiss Mational Bank : Co

(VRN

- In all frankness, I must gay that i eannot agree : an
with the Treasury's thesis that the B.I1.8. is an Axis- e
controlled institution and an agent of the Axis, nor,
like FD and FP, do I agree with all the arguments pre-
sented by the Treasury. I take it that the baslic reason -
for refusal of the llcense requeated ip directed primarily e
to require the B.I1.8., 1f possible, to make use of its -
| holdings in free currencies to repay the deposit of the L
| Swlss National Bank, .which I might say, parenthetically, o
| would appear to be a limbility rather than an asset of. g
the B.I.S. If my understanding is correct, it now re- . .
mains to be seen whether the. refusal of the license will =

achleve ths ends desired by _the Treasury., If my under- il

L standing 1s incorrect and you should have a spare moment B2
B to drop me g line, I should be vexry. grateful ' "
: With renewed appreciatlon and kindaat peraonal h %
regards, , e

Ever sihcsraly youﬁei

LELAND HARRISON

';The Honorable :
: Dean G. Achesgn,
‘ Assistant Secretary of State,
Department of Btats,
Washington, D, C.

Y

......

LH/mk
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October 12 194?

Strictly Confidential

}.

Mr., McKXittrick called “this moxnlng and spoke briefly
of his difficulties in finding some means of distributing
to American shareholders dividends due from the Bank for
International Settlements in the amount of about $70,000.
The Treasury Department of the United States has refused
permission for any transfer of BIS assets irnl New York ,
for thls purpose. T -

Mr. McKlttrlck feels that it is the nurpose of the
~Treasury on behalf of the American Govemment to enforce
"veyment in Swiss francs in order that the Government may
.obtain needed Swiss francs. MNr. McKittrick says that -the
Bank has Swiss francs and that it receives approximately
1,000,000 Swiss francs per month from the German Government. e
He Iurther says, however, that were any of these Swiss i~
francs to be paid over to persons in the United States :
the Herman Government, while not specifically having
prohibited such a.transactlon, would immediately dis-
continue its payments to the Bank, and.the Bank could,

of course, no longer functlen - o
‘ fne Bank is, tnerefcre; in a allemma.as to procedure ’_ R

if it is to effectuate the desired. d1v1dend payments. 0
’&Ju.:;_

I told Mr. McKittrick that uniortunately we did not -, h

~seem to be able to be helpful at this juncture, . that it
would not even be pOSSlble for us under present conditions
“to forward a memorandum on his behslf ip the matter for
very practical reasons which I confidentially explained

to him., At the same time I pointed out that as he was now
aboutl to proceed to Londpn and Wew York I had no doubt
that he would be able to present the matter to the responsible
authorities there and if not gble to obtain their
acquiesance to his proposed method of payment in. dellers
he would at least be able to find out from them on what
grounds they based their refusal. (The refusal of the
Treasury Department to permit this transfer is undoubtedly
based cn the same grounds as those which we were informed
of by ‘Assistant Secretary Aﬁeneson in connection witn the

preposed transfers of BIS funds to the Swiss National
Bank. )}

~

¢
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DEPARTMENT OF STATE

WASHINGTON
AIR MAIL. o R
Dear Leland, )
I have your letter. of Sep ember I, conceruing tne e f

- reasons whichk prompted this Governuent' to deny the recent
applicdtion by the Bank for International Settlements to
transfer $1,000,000 from its account with the Federal
Keserve Bank in New York to the. account 01 the SBwiss
Haticnel Bank.

So far as the feeling of this Department is concerned

~our decision.not to intervene with the Treasury Department
on behalf of the Swiss did not mean that we subscribed to
the Tressury thesis that' if the application under reference -
. were denied the B.I.S. might be compelled to use its hold- r
i ings in free currencies to repsy  the deposits of the Swiss . ‘

National Bank. The primery considerations which influenced N

the Department are those set.forth in the third and fourth wE

paragraphs of the memorandum of July 15 addressed to me by
. FD and ¥F, a copy of which was among the enclosures sent to

you with my letter of August 5. Possitly some amplification

of the statements set forth therein may clerify our position.

4s we saw 1t the only reuson advanced by the Swiss for
asking for withdrawal of furids from the B.I. S. was the fear
| of the Swiss a&as to the future of the B.I.S. Thus the Swiss
aide-memoire of June 3 states that the future of the B.I.S.
is uncertain and that nobedy can foresee what its assets ‘
will be worth after the war. 1t 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 not

be

The Honorable
Leland Herrison,
American iinister,
‘ - > Bel‘n.
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~ be controlled by the Axis at the present time, it is a not
impossible contingency ithat the Axis may seize control of
the Bank and its assets, directly or indirectly, and operate
the Bank as an Axis institution or in the Axis interests.

. If this contingency should come tg pass we might find it
appropriate and to our interest to regard the B,I.85. as

| an Axis institution and nmight under certsin circumstances

! treat the assets of the B.L1.S. in tHe United States as

part of the generel pool df Axis property in thils country’

available as security for or eventual payment of p0881ble
claims against the Axis. :If it is argued that this is only

.a contingency the answer' can be made thet tlie Swiss proposal
was to withdraw funds because of fear of this or a like
contingency. We could not-see our way clear to ask the .
Treasury to defer to the Swiss on the latter's request as’
presented. If we permitted assets of the B.I.S. im the
United Stutes to be transferred to the names of neutral
uropean countries for reasouns such a&s that advenced by

the Swiss, creditors of the bBank in such countries would
be given a nreference with rsspect te the dollar assets

of the Bank to the possible detriment of the interests of
the United Nations and thelr associates in the Bank.

‘T trust that the foreg01ng will be of some assistance
to you in understanding the Department's position.

-

With kindest personal regards.' -  5.' - : ' -

Sincerely yoqrs,

gfLeA Qd{\&am__

Dean Acheson
Assistant Secretary
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.whose term of office expired in May 1940,
~considerable delay attending Lr, ¥Weber's choice as the
‘appointment reguired not only the approval of the
Federal Council (Bundesrat) and the Swiss National Bank
but also that of the Cantonal Bank Council (Xesntopaler
 Bankrat) which comprises all the Cantonal banks, of the
Replies from the Cantonal banks,
because of their large number, were slow coming in -
hence the delay attending mr..weber's designation to
Settle~

b
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To the = - o

American Legation, :

N’X CHATRMAN FOR THE BANK FOR INTMHN&TIONAL
SWTTLEM@NTS :

From

A
sz'
Bas =

Mr. Zrnst_Weber,

_AAmerican Consul General

Date of meiling: =

i :
% . Vé.@ ‘fr,;,n.y P ﬁfl%\b : | Y

reéﬁdént of the Swiss fatiomal
Bank, 2ZUrich hdS been designated Chairman of the Board
of Jlrecuors of the Bank for International Zettlements,

e}

‘Date of compietion: November 24, 1942,

Hovember £4, 1942,

Basel, Hr. Weber will succeed Sir Otto Niemeyer, London,

Swiss Confederation.

the chairmenship of the Bank for International

There v

ments, Official announcement of the latter's appointment

- is
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.
is expected shortly, Mr.

ments, Basel,

next month for a further period. of three years of
‘ Mr, Thomas H. MeKittrick, American, es President
of thls 1nternational finan01al 1nstitution._

by

Mr., McKittrick is at present in London and,
days, where he intends to rem&ﬁn for two or three
months. . ,

At the Bank for International

te his post in Basel,

85l.6 . -
WHS /dh o

In sextuplicats for T
-eventual distribution by
- Legation, e

Weber's elevation to the
chairmanship of the Bank for Internstional Settls-
‘hes not only the full approval of the
Reich, but apparently will result in the reelection

according to a telegram received here Saturday, is
expected to depart Ifor New York within the next few

Jettlements it is
said that in the event of Ir. licKittrick's ‘reelection,
special travel facilities will doubtless be made avail-
able by the Reich with Spain to permit his safe return
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TELEGRAM SENT

No.:- = . 3850
Code: c~1 .. Charged to:

= wro 11143

Rush.AuGea¥%&6a$%éi“agd 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 bresent associations in Basel would
violate. | Since I am confident in its future usefulness,
I am hoping to succeed in brgngihg the Bank through, Am
writing."

. HUDDLE
Charge Mr. McKittrick.

- JKH/hsb

To: Department Date: 'December 16, 5 p.m., 1941,

£

fad

3
FEa

K

o MwF Y

N

2P
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Bod pAG PUET Pl

¥
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.Tof 'Departmént" . Date: Janﬁary 28, 10 a.m., 1941
1 | S No.: . 18 ¢ |
Code: Brown - o ' 1 § Charged to:
Confidential. , .°,:’

Further rererence your‘telegram No. 15, January 21, 9 p.m.

'Following sulmitted as of poasible 1nterest'

,{ " 1. Requests by Japan, Bweaen, Rumania and others for

guarantee of their dollar ‘balanoes. hava been refused by BIB.'
| 2. The gold stock of the National Bank of Belgium was
l

‘distributed equally between New Iork. Lcn&an and Paris. Before'

{

i

fhe German invasion, Paris gold was removed for safekeeping to

t ?akar under the control ofmtha"nank of ?rqnce. 'Recéntly the

Germans requeeted Hational Bank.»t Belglum to instruct the Bank

,?f France to transfer tbe Dakar gol& to Berlin, to be held: by

foa the aocount of the Bank of Franae. ‘Whggkphg Belgians 1
%efused, the Geymana issued a’ deoree op‘pgqégygﬁ 19th last
émpowering'the German Gommissﬁi at the Natibnal Bank“d? Belgium.
Lo take any action on behalf of the Bank, which woula be hlndlng
.on the Bank if countersigned by the German military authoritien
1n Belgium. | o
Suhaequent &evelopmenta not (repeat not) known.

HARRI 80N

oA

P

Lﬂ/:a :
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MEMORANDUM. . S } ,

On taking office as President of the Bank for
International Settlements on January 1, 1940 I fouwid that
during the preceding month a declaration (Annex 1) had been
circulated to Central Banks and all other clients defining L
the policy of the Bank relating to neutrality. I found later /-
when specific decisions in this connection were required that:
the provisions of this declaratlon were intricate and difficult
tv spply and, therefore, sdopted as the best working rules to
do nothing which might directly or indirectly (a) increase the -
financial resources of a Belligerent country or its institutions,
or (b) inerease the availability of such resources by any trans-
action not open directly.to the institution for which the .B,I.S.
would act. This has been ahd is the present policy of the Bank.
This second point has developed into what is now known inside the
bank as the "no bypassﬂ'p;inciple,»which“éan be stated: No client
can by working through the B.I.S. obtain facilities which are not
available to him directly and in his own name. The B.I.S. will
not support attempts toewade or circumvent the flnanclal regulations
of any country. ‘

On September 17 two questions in regard to the associs-
tzon of the Bank of England to the B.I.S. were asked in the House
of Commons and the Chancellor of the Exchequer replied in a way
which clearly showed his confidence in the neutrality of the Bank
and perhaps also in my ability to give effect to that pelicy. 4
photographic copy of a cutting from the Times, london, dated
September 18, 1940, (Annex Zj is enclosed. Not long after this
the Financial Times, also of" London, publighed in its column "Lombard
Street" an attack on the B.I.S. in whickh it stated that the Bank was
under German control and that nothing stood in the way of our turning
over all of our American aasets to Germany. That seemed to go rather
far and to give people in'London the facts I sent a telegram fAnnex 3)
to Arthur Villiers of Barings, a close friend of mine, and 1 wired
a2 copy of this to the Governor of the Bank of England. My attitude
remains as it was then.

" 22/1/41.
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hx“““mﬁw——May”Iwggk thvt you be- good enough to telephone Mr.

S ,_._._,___.—.,w

Bern, January 20, 194l.

—— el — w———

Dear Mr. Blake: ‘ A;L

"I have Just telephéﬁed to Tom HcKittrick to inquire
whether he wes expectling to be in Bern:shortly. He re-
plied that he had nothing speclal 1in mind that would bring
him here, but that he might be able to come over on Thurs-

- day for luncheon with me. The reason for my inquiry was
due to the fact that 1. have Just recenved a Dersonal tele-

cent and-ourrERt Rotiv: tf@ of the B, I. ., havifg to—do

——Tiith elther (a) the handling of dollar securitles for or
on behalf of European interests and (b) the transfer of
dollar funds, The Secretary went on to ssy that the fuller
and wmore complete it may be poqoible to meke the report the
more useful it will be. -

MeEKlttrick and 1nquire when 1t would be agreeable for you

to call upon him g% hls residence. I made thls suggestlon
to him over the 'phone and hs gaid that he would be glad %o
arrange this or even call upon you. As I am sure you will
appreciate, 1t would be preferable not to discuss the matter
with hin at hia off'ics.

Please feél at 11bertv to show lMr., McKittrlck this

- letter and say’ “that I know*thpt Mr. Hull would appreclate
hls cooperation as gre&*lj as I will 4f he could find 1t
possible to let e have thz informatiomr desired on the two -
polnts in-question, 1ln strict confidence, I shall also be
grateful if you will take this up with Mr, lcKittrick as
promptly as possible and‘aleo tell him that 1f he were not
vlanning to come to Bern' for other reasong, nerhapa he would
be good enough to give you the answer which you could forward
to me without any indicatlon of the source.

%11l you also kindly acknowledge the receint of thils
letter and belleve me, with meny thanks for vour kind as-
slstance,

Very truly yours,

LH/me
K. willlans Blake, Dequire, =~ - -
Anerican Consulate, A '

Basel.
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CARDED ] | o _
|To: Department : | ﬁ“ ‘Daté: January 27 Ell<a.m., 1941
‘ ~ = ' No o 15 ) .
Codeﬁ Brown ‘; , { 0 “ 5 Charged to:
1 : . R ) oro 1—1142
3
Confidential, 3

Reference your Na. 8, January 15, 9 p.m. and ‘Ko, 13,
‘January 21, 9 p.m. S

- Following obtained from MBKittriok.

. Y« (a) B.I.S, has no regular husinasa in dollar

seourities for account of 1ts olients and during 1940 has

received for safekesping only one small blook Argentine

 dollar bonds which it still holds. For own account B.I,S,

carries about ten million dollars ninety day paper in New
York., No other business in dollar seeurities.

] - (b) Beoause expeoted 1nvestment poassibilities in
Switzerland did not materislize, Bank in past. two months
has retransferred to New York about one milllonm dollars
-previously brought to Switzerland for investment. Bank
transfers toc New York regularly to amount of nearly
, $200,000 a month interest received in Swiss franes on
European investments and'receives other interest payments
‘directly in dollars. Bank buys and sells gold regularly
against dollers license for sach transaction ‘being secured
| from Treasury. Certain central banks hold.deposits with
| B.I.8. which involve rather infrequent receipt and return
of substantial sums.  In November Central Gorporation C
'Banking Companies Budapeat sransferred to Hungarian
National Bank 725,000 dollars in bank's books. B.I.S. has
recently granted credit of 1,050,000 dollars to Banco A
Central El Salvador seocured- hy gold derosited with PFederal
| Reserve Bank New York. Foregoing covers dollar operations
- since November 1 aside from purchase: and collection of
- 90-day paper mentioned above and variety of less important
. transactions such as:receipt and payment of interest on
. deposits commissions received in connection with Germang
and Austrian bond issuea charges for cables -as well as for
freight insurance and handling in‘ connection. with bullion
| shipments and 8o forth.

Sinee Juqe 26 all operations or B.I.S. 1n American

212552
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4‘-markets have been subject to Treasury license but Federal
‘ Reserve Bank New York has been authorized cerry out routine .
sransactions without reference to Washington. Operations in
gold and any unusual transactions still require special
'11cense,; All current dbusiness except purchase 90-day paper ,
done with Federal Reserve Bank New York and although McKittrick S
ready send extracts account for last month or two if ‘you so o
- 'desire he suggests same information awvailable at Federal ' o
Resgerve Bank New York and would be glad if you could use this i
- scuree which would also entail less delay. = . -
1 1 .
3. Gold Rio rive hundre&“kilos transferred 1ast waak by
'Bank of Prance to B.I.S. is held by the latter subject to
instructions of the former: - B.1.S., has no knowledge as to
origin this bullion and has not yet received details of marks
and weights though understands thaae have been forwarded by
'Bank of Brazil. o :

‘3. MceKRittrick anxious to eooperate and would be grate-
ful»for any information you can give him as to doubts or mis-
givings that may be entertained in Washington respecting
politicies or activities of B.1.S. Policy of B.I.S. in gll
transactions is to de nothing which would either first inerease
financial resources of any belligerent country or its institu-
| tions or second, increass availability of such resources by
| any. transaction not open directly to its client (see
McEittrick's cable No. 292 of June 26 last to Federal Reaerve
Bank Rew-Ybrk whioh was communicated to Treasury).

-l

4 ‘ H&RRISOﬂ
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‘ i Bagel, Switzerland, Janusry 22, 1941. =

Desr Mr. Herrison: -

Personal snd confiden tia'i

¥

-

T wish to acknowledge the 'réceipt of your per-
sonal and confidentisl ‘le tter of Jsnuary 20, 1941
regarding your desire to obtain information regasrding

-certain of the activities of ons of our local banks,

and to say that 1 discussed the matter yesterday

~with Mr. MeKittrick, as you reguested.

As I mentioned to you over the telephone yester-
day, Mr. McKittrick expressed himself as being some-
whet a8t & loss to understand just exactly what sort
of data was reguired, and as anxious of having an
opportunity of dwcusmng the matter \with you person-
ally. , .

. 1t is my undersmndmm that Mr. MeXittrick
will visit Bern tomorrow, and the ¢ he has slready
communicated with you to srrange & meeting.

Res;pectfully yours,

V\///{,»J/Lm« M

M. Willisms Blake
Ame rican Vice Consul

The Honorsasble
Lelsnd Harrison,
- Americen n‘lnlste:r
Bern.
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Caene

, 9 pem., 1941

,_ };neport on the rm;ent and current aetivities“of the

B.I. S, having to do with eitlier- (a) the handliag of

7“:ydollar securities ror or on behalf of European

o interesta anﬁ (b} the transfer of dollar runds. The

fuller and mera oamplete it may be posaible ta make

believed that EcKittrick will be glad to coaﬁeraﬁe

‘”g and please consider youraelf free to- adviae.with
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No, 1519 o ) Bern, November 19, 1940
Subject: Snggestions to counter German proposals o<
. . for post~war financial and econem&c by

raorganlzatxon of Europe.
' Pihente Nouv. 1Y

..t'

The Honorable

The Secretary of state, .

~ washington, |
Bir: o . ‘

As of posslble 1nterest I have the honor ta .
encloae herewlth copy of a memarandum prepared 1n the
Bank for International Settleménts at Basel, which was
furnishad?mevin confidence bj mr. Thomes H, McKittrick,
President of the Bank, calling attention to recent |
statements in officlal quarters in Berlin regarding the
German plan for the reorganizatlon of industry and com-

- meree in past-war Europe, and setting forth suggestiona

rer
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for measures to counteract this German ocampalgn.

in furnishlng;me with a copy of his memaran&um,'

& oopy of which he has also given to my Britiah colleague,

Mr, MeKittriok atreaaad the 1mportanee, he felt, 1n tak-

~ Aing such measures as mighc be poasible promptly to offset

German activlty in this ccnneotion. In view of informa-
tion reaching him from financial eirclss in many European
cauntrias, which hes aaused hin 1ncreasing coneern, he
had, so he told me, endﬂavored to put his thoughta 1n
concrete form and had thereforﬁ prepared thls memarandum.

In this connectlon, Mr. MoKittrlck told me that he

_ had noticed recent articles by Mr. Puhl, Vice President 7

, o
of the Relohsbank, in support of the present German plan.

Neverﬁhelqss. having known HMr. Puhl intimately for many
years, lir. McKittrick felt gonfident that Mr, Puhl had
never and would never obmmit himsel?f wholeheartedly to
any such plan as now péep9?§d by Germany.

Mr. MeKittriek alaof;é}arrﬂd to Stgnor Rlccardi's
vislt to Berl&n during october last and hils reported
aonveraations with Dr, Funk of the Relohsbank at that
tlme. According %o 1nfarmation reaohing Mr., ﬁcxittrick

'from what he consgldered most reliable sources, Riccardi

had mede it clear that his aupport ‘of .the German plan

'would be given, provided the following three conditiona '

were met: firatly, that there should be no limitation
of Italian 1nduatry; secondly, no subjugation of the
lira to the mark; and, thirdly, that there ahould be a
prior agreement as to an Italian'area of economio domi-
nation, _ .

I venture to call the Departmenh’s particular
attention to the finsl remark in Mr. MoK1Ttrick's memo-

randun
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randum that “the effect of any statements of policy (anm
assurancé.of fhe'support by Grsat Britéin of sound
prineiples of trade) will be multiplied ueny tiues if
1t recelves the support of the Unlted States’, |
Reéée%tfully.youés,

Y

e

H

=FI true copy of th 3

-

Leland Harrison,

Enclosufe: }

! Copy of memorandum, .
File No, 800 . | P
LH/mik \' |
In:quinfuplic&ta _
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MEMORANDUM

\ I PROPAGANDA

1) Officisl gquarters in Berlin havv racently nade a nnmber of

atatenents as to the organiaation of industry snd commerce in poet

~war Eurépes The following peinta appear to be the princiral ones: 2

i (a) Multilateral clearing betwaen the countries. cancerned, .

. - +(b) Coordination of preduction, the nseds of Germany being
‘ ' given primary considaration.:“

(o) The German mark to-be the money of intarnational settlement
and Berlin tha commeroial and finanaial contre.

(a) Gold to play a suhsidiary role, if any

2) A  constent effort is 8lso made to dieaeminate the iﬁea

| that England both will not and can mot take part in the solution of
1- poet wer f;nanoial and econamic prohlama on the cantinent: Making

\ good the losses eustained and dealing with empira prcblems will take
all the resources and energy of the British government. thohaver
side may in the end win, it is asperted that continentala will he
foolish to look to Londen for gui&anca or supperis

\ '3)  Fo effective answer to 4his has Yeen made from the' Britieh
i side and still less has there been any effort to carry conviction hy

repetition and thus turn to &cccunt the matho& which the Germuns uae:

with such telling effect. The statements from Berlin have been ahly

prepared snd are made by men whoae.names c&rxy‘waight (Punl, &bs) in

neutral countriss. The speakers moat verned in matters of finanoe

have not supported the plan aanounoed ag vigorously 8 the more: pwlit~'
ical figures.

l.ﬂII STATE OF MIKD

1)  Let it be olesrly borme in. mind that tha preeant syst@m of

clearinga ‘now 8¢ widely praotisea does in fagh give rise to. conditions

of trada which are = or are at least. believe& to be - better than

thcse which would result in war time from a system of: free dealing and
| ‘payments. Continental opinion is willing to admit that clg@ringsbhayg
helped in the past and are piohably helping today.‘

Thy should -they
‘not be generally adopted in future?

Thisvmakéé it.necessary for bus- ,
iness hen in Europe to give serious consideration to the German statements.

sy e AR

[ S
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2) fhe. foregoing ip all the more a fact beeauae Germany, at

all times the 1argeat producer and consumer on ‘the continent, do~

min&tes eompletely the commercial uituation in that arvea today. This
is the oase largely because the blockada outs off overseas markets.
It 4is for the smaller European nations Y question of trading with '

_Germany inoluding the oountries oecupied ‘or trading not at all.,

'III EFFEGT GF I AND II Oﬁ HEUTRALS

Clearings and paymenta agreements are oonstantly under negooia~
tion and reguire frequent adjustment. Pressure is being exarcised
continuously to extend and consolidate the poaition of Berlin as the

“elearing aentra. the mark ae the clearing ourrenoy, snd to. introdnoa
" in practice the system of multilatersl clearing. The German propaganda

(I above) combined with the state of wind (II above) in oontinental

.countries is leading in an ever greater degree to acueptunce of tha

German plan by governments or thelr sgencies (soe atteched note -
Bergwerksdeitung, Fove 6)e In&ﬁétrialists, looking both to the 1mmaw
diate and the more distant future, tend to follow the official lead
and feel there is little prospect of proaperity exoopt through dealing
primarily with the Germans and 4n accordance with the syntem advocatad._
by them. Continuation of thie movement can only add to the difficultyiw
and cost of =~ i.e., to the oppOBition which will be offered to = any

© plan of post war reorientation. Unless thie tendancy is checked,a

mere rostoration of free- trﬁding after another yaar or two of war will
leave industry in the amall oountries tied into the German. syetem of -
cartels, -however. unwilling the former may be to accede to this. The
present course of davelopmentﬂ is undaairable for Great Britain and the
cost to that. uount:yaf cux%ing 1% now is amall eompar@& with that of

~covrecting its results la.tero

IV . GERMAN QBJECTIVES

1) Germany has great need -of goods and paterials. The countriea
occupied have been divested of stocks and the greatest pfeaaure haa N
been brought to obtain deliveries from other sources. Germany by and
large is becoming heavily indebted to other countries. To the extont ‘
that Germany can persuade her creditors, by argumente as - to the futura :
importance of the mark, to accept in . settlement credits to their ac-
sounts at the clearing centre in Berlin; tb that extent ghe obtaing -
goods on credit and aveids the hecassity-of paying in foreiénscnriéﬁéy'-
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IV__ GERMAN OBJECTIVES (ocontd)
_or ehipping goods herself. The imma&iata object of the German
~goheme is to nbtain credit without &isclesing the faots
' 2) Many thinking Germans have during the past month reachea _
the cancluaien that their country can not aahiave 8’ decisive viotory. L
They look forward to a negooiateﬁ peace in the course of 1941 vhich
‘.will leave Germany with larger induatrial resources than b@fare the

fpreaent war, Still greater ‘armament aud commercial penetration with :

'n'politiual conaaqnﬁnces in, various parta of the Worla will then pre-' o
eumably ba the German polioy. , , _

, _ 1t before puch & coﬂtemplated ‘peace Germany oon aunceed in

"*Lmaking the scheme of ele&rings at Berlin = whether bilateral er mals
tilateral - hin&ing on most of- themnﬁhar Buropean, nation¢, she will

" be able to exercise & monnpolistia cnntrol of the continant'e 1n$er-
national business. In the pest menepoly has alw&ys led %o abusee

' Germaxy has not heaitated to use any and all means available ta fur~’
cher her naeda. Virtual control af lntsrnational trade within Europe

f an& perhaps between Europe and~other parts of tha world wzll con-

ffstituto s powerful weapon in hyr hanﬁag ' ' '

¥__COUNTHRNEA SURES | .
‘ Declarations inten&ea to oppose the present Garman efforta
would naturally ,fT"' ‘ L
1) ' seek to discre&it the aarman prgposals and
2) lend support t0 & different poucy.

1) Diecredit Germsn proyoaalss
The pointe which can ba made for fhia purposse are
i) ¥orld wide commercs has in the p&at reaulted in
ﬂreater wellfare than restricted trade. To n&tion has voluntarily
chosen a aystem of coatrolled COMRGITO o
_ ~ ii) The Germans sre well aware of this and are seeking
only their own immediate advantage at the expense of other countriea
(IV 1) above) ’ : - o ' -
' iii) Clearings are admitiedly a temporary expedient and
entail the follewing disa&vantagea -
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v commmsnnns (contd)
(=) They turn trade into barter. reducing the voluma of

business :
(b) They impede the use of cre&it, which 8o greatly lubri-
cates the wheels of commerce. , o ,
' (c} They require a mass of formalities, iavolving unnecaa~
-sary dalays and expense ‘fl ’ : :
o (4) They require buying and selling in markets which are by
no. neans the most f&vourable., '
(e} They leave unsolved the preblem of "apitsen“ (balancea)o
“~’iv} The atbecks on geid are inaincere‘ Offer any men .a frae
choice betwmen a kilagram of pure gol& mn& ?790 p&per marks and see
which he will take. The whole system of contralle& excnang@ isg in
effect & choloe of gold by the -Germen government itself. :
o v) The only big cenntries in the world without substantial hold~
ings of gol& are Germ&nv and Italy. ‘

2) Support for & differant policy.
- Speeific undertakinga in this connaction are not nncesaarya
A atatem&nﬁ of" sound principleaéef trada an& declaration th&t th&y
will have the support of" 6reat Britain once, _victory has been ahhieved
wonld be of great value.x ‘The case vill be stronger if assurances ean
e agaed that England will not at the end of the war leave the smaller
continental nations at the mercy ef Germanyg Tee effect of any atate~
- ments of policy will o mnltiplie& ‘many tines if it r@ceives th@ sup—
port of the United States. Any annanncement m&ae naeds repetition to
drive it homee v '
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Annex 3

COPY OF TELEGRAM
sent on October 10, 1940.

BN

ARTHUR VILLIERS  ‘care of BARING BROTHERS
: N LONDON

l

According to Swiss Press Financial News of October 5
published comments on B.I.S, and my position stop.

- In order that my many London friends may have the
facts I wish to make two points clear ORNE 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 except in one minor instance received
requests or proposals which could be criticised from
.this point of view TWO I do not expect any change
in this respect but if pressure should be brought and -
I ghould find it very difficult or impossible to-
continue present neutral policy I shall not hesitate
to resign paragraph Ao most anxious'avoid newspaper
publicity and do not ask you to take any action
regarding this matter bt should be grateful if you
would correct any uninformed talk you may hear stop
Please show this to George Akers-Douglas stop Life
practically normal here stop Maby thanks and regards

Thomss MeKittrick

l
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T Hl: INTERNAT EONAL BANK.

- Mr: CRAVEN-ELLIS (Southampton, Nai.) asked lh“
Chancellor of the Exchequer if he was satisfied that the
enemy gaincd no advantage (from the association of the
Bank' of England with the Bank for knternational Seitie-
ments . and whether, in view of the public concern
about, nlu, Bunk of England’s association with this bank:

which ‘wis now controlled, by representatives of cnemy
countnies, he would ke steps to casure that all con-
nexion with the Bank for International” Scttlements was

revised, .
Mr. PARKER (Romford, | Lub)  also asked  the
Chancellor of  the l‘“,ht.quu' whether he was aware
that, in the Report of the Bank for lntgru.mml. Scttie-
menty, duted May 27, 1940, the names of M fontagu
ormun, Governor of the Bank of [nw!md and Dr.
ik, German Economic  Minister,  were included |
together among the Jist of dircctors: and, a5 it was.
not ‘desirable that at the. present time Mr., Norman .
should be listed in a public document as a collcague” ot
B rman Cuabinet Minister, he would take the nec ary
terminate this country’'s connexion with e
¥ for Intecnutional Settlements,
R K. WOOD (Woolwich, W., U).~—1 am
it jthe enemy gain no advantage
of the Bank of England with the Bunk for Imumzmm!
Scttlements, ther administration of which is now cone
trolicd by its president, a United States itz 'l'ht,
report referred 1o iy in the first person and
by the president of the bank. I need hardly
it contains nothing objectionable to this country,
mecungs of the board of directors have been held sind
the outbreak of war. If "any such megtings  wore
proposed I should be made aware of the date and
circumstances, and -no British directors would attend
without agreement with me.  On balance there would
be no advantage to this country 'in . terminating itscon--
nexion. with the flank for International Scttlement
and' [ think this step would be more likely to help thc
ciiemy than oursclves.
In reply to Mr. Smnwern (Seaham, Lab.) Sie K.
. . Wonn said that xhcuc wcre advantages to this country
.'-‘ L in retaining the iation ; we had. z little money there
: Mr, G \LLACHFR (!"1& W., Comm.).—Does the
right hon. gentleman recall the words of the Prime
Minister that the gold seot through this bank by Mr,
Montagu Norman would come hack to this. country in
theiform of bembs, and in view of the corrcoiness nt
: m.u propheey, is it not time 1o nu® an end to this ?
SIR K. WOOD (Woolwich, W., U1 am satistied
the 1 think it essentind that o on should be
maintained.
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THE INTERNATIONAL BANK

Mr. CRAVEN-ELLIS (Swnammon, Naf.) asked the
Chanceltor of the Exchequer if he was s ficd that the<|:
encmy gained no advantage from the association of the.

Bank of England with the Bank for International Scttie- 10

ments ¢ and whether, in view of the public concern
about the Bank of England’s association with this bank:
which was now controlled. by representatives of encemy
countries, he would take steps to ensure that all con-
nexion with the Bank for International Scitlements was
revised, .
Mr. l’/\Rl\LR (Romfold Lub) also  asked  the
Chancellor of the Excheqguer whether he was - aware
that, in the Report of the Bank for International Scttle-
menty, dated May 27, 1940, the names of Mr. Montagu
Norman, Governor of the Bank of Enzland, and Dr.
Funk. Gernan Economice - Minister,  were  included
together among the Jist of dircctors; and, as it was.
not desirable that at the present time Mr., Norman.

should be listed in a public document as a colleague ‘ot
a German Cabinet Minister, he would tike the necessary ™

steps to terminate this country's connexion with the
Bank fm International Settiements,

SR K. WOOQD (Woolwich, W., UJ).—I am satisfied
that the ammv gain no advantage from the associntion

of the Bank of England with the Bunk for International

Settlements, the admini:stra[iOn of which is now con-
trolicd by s president, a United States citizen. ” The
report referred 1o iy in the first person and is. signed
by the mc\)dmt of the "bank. I nced hardly say that
it contains nothing objectionable to this country. No |
mecungs of the board of directors have been held since
the outbreak of war.  If any such mectings were
proposcd 1 should be made aware of the date and
circum.\nmu and no British directors would attend.
without agrcement with me, © On balance there would
be no ;'\d‘.’.lﬂl.li,t to this country in terminating its con--
nexjion. with the Rank for International Sctilements.
and I think this step would be more likely to help the
enemy than ourselves, R

In reply to Mr. SHinwreLL. (Seaham, Lab)) S K
quv said that there were advantages to this countr
in retaining the association ; we had. a little money therej

Mr., GALLACHER (Fife,” W., Comm.).—Does _the "
right hon. gentleman recall the words of the Prime
Minister that the gold sent through this bank by Mr.,
Montagy Norman would come back to this country in
the form of bombs, and in view of the correctness of
that propheey. is it not time 1o nue an end to thm 4

SIR K. WOOD (Woolwich, W., U).—1 am| satisfied
there, 1 think it essemial that the position .sh_uu!d,h«.
maintained, I :
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European Heconetruetlon Questions (contd) . - : ‘
. the Lire, on the one hand, and the other European curren01es,,on the
'otherlhand ‘Pluctuating .exchange rates rendering intense " commerclal
exchange lmpOSSIble. The establishment of fixed exchange rates. - -
\would|be a decisive factor for attaining the possibility of . immedlate
outpayments of clearing balances to the béneficiary. Once fixed: )
. exchange relations exist and the. greatest posslble liquidity of
- clearing balances within the- Eurdpean economic’ ‘sphere’is echleved ,
exterﬂal currency dlfflcultlee hmbmejpracticelly imposs1ble and thus-
Govt direction of the balance ofy payments. would be con81derably ;. .
facllﬂtated and simplified. The foundatlon of the whole’ syetem was, v
however, a-sound internal currency. policy in all countries partici~j%¢af‘:f
pating in the clearing, the external value of any currency depending: -
always|on its internal value. It was impossible in the’ iong xun to.-
" maintain stable exchange rates if an unsound domestic currency p@llCJ
‘led . toalrregular price rises., - The: guiding principle in this s
connection was that monetary circulation must always be in a well- . = ..
balanced relation to turnover of goods. -Discussing the possidble j.,,m{J
functlone of banks under the new system, Herr Puhl holds it poesxble.“,‘fff
that currency batriérs.between private banks may be ignored im .- U L
.’dlrect transfer and credit transactions. This would, hewever, give -~ .
- rise™to the ‘problem of "Giralgeld* on an 1nternational scale.. ' With" "< .-
‘regard}to overseas ‘trade relations, 1t is realised that  the ' oL
difficulties in the way of the appllcation of the clearing system\to9;?'”
‘ overseas countries would be so numerous and -considerable that - fe
its ecope could only be limited. More favourable were: the proepects Cor
-for the system of payments agreemenis - in this connectlon, which et
cemblned the advantages of private éxchange operations with thoee of qfﬁjff
. Govt” dlrection of balance of payments. Herr Puhl enV1eages ‘a free
dev1sen exchange with overseas countries. : 11%n‘,
. . Berlin Clearing Centre BERGWERKSZTG, 6/11., Bulgarle, haV1ng N
declared herself prepared to settre payments with Norway, Holland - and
Belglum, via the German-Bulgarlan ‘clearing, the numbe'r of countries . 7!
partlelpatlng in the -Berlin clearing has increased to ten,:namely, RTINS
Norwey, Sweden, Finland, Denmark; Holland,. Belgium, Italy, Switzerland,k L
Yugoelavia and Bulgaria. The Berlin clearlng is,. for the ‘time’ being; h,ﬁ
however, only applled betweenindividual countries and the Ocoxpied countrles :
-/ or between occupied countries.’ Similarly to an arrangement réached: with }
} Slovekia, Germany has agreed with Bulgaria that export proceede will ‘
" be pald out in future immediately, regardless of the position of the |
clearlng balance. Negotiations on the same question are taking place FE
with Rumanla, while with Yugoslav1a there exists no necessity for euch vl
an” arrangement German deliveries to that country exceeding 1mporte. L
. The fact that the bad crops in certain South-Eastern European coun-.
. trieés has reeulted in a decline in deliveries to Germany, while German
: exports have increased, has’ given rise to the question of delays in .
outpaymenta 1o German credltors. Germany has a considerable olearing
5 claim on Yugoslavia and Hungary, and in order to reduce the waltlng
% period for’ outpayments to German exporters, the. German Clearing’ Offlce
‘has granted to Hungary two credits. of RM 15 million each, while: in® ¢
\ relation to Yugoslavia, internal measures. have been taken to accele
\ outpayments to German credltors. s : .
PV | Lo T
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a) B.I.S. has no regﬁlar business in dollar securi-

'tiea for account of its clients and during 1940 has re-
celved for eafekeeping only one emall block Argentine
dgllar bonds whlch it stmll holds. - For own account B,I.S.
carries between five'aﬁdvten million dollars ninety day A
paper in New York., Mo, othier business ln dollar securities.
b) Bank customarily tranafers 1nterest on 1ts European
investments recelived 1n_8wiss francs to New York in amounts
of approxlmatély seven hundred~and fifty thousand Swiss
francs per month. Is furthef buyiﬁg and selling regudardy
égwdAagaéé;t dollars. Aside from occasional minor transac-
;ions_quegoing'cqgera dollar‘transéctions except for‘purn
| 1chaseAand collection of ninety day paper mentioned abové;'

. Since June twenty-sixth all operations of.B.I.S; in

American markets haﬁe\beén sublect to.Treasﬁry license but
Federallaésgrve Bank New York has been authorized carry éufi
rﬁut;ne tfansactiqns w;tﬂ&&t reference. to Washington. All |
operétiona iq gold and oﬁher unugual transactions require
speclal license before b?ing‘effécted. All current business
done with Federal Reserve Bank New York and “although
Mckittrick ready send extracts account for lasgt month or
two 1f you so desire he suggeats same 1nformation available
. at Federal Reserve Bank New. York and. would be’ glad if you
could use this source which would also entall less delay.

' Gold Rio two hundred not  five hundred kilos transferred

last week by Bank of France to B.I.3. 1s to be held by the
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1atter‘subject to instructions of fh¢~forﬁer.>»3.l.$. h&s
no knowledge as to origin this builion~and'has not yes

', recelved detalls of marks and WSighés though understands
fthese have been forwarded by EPnk of Brazil.

POllCJ of B.I.S. in all transactions 1s to do nothing
which would first 1ncrease financlal’ resources of any belli-
gerent country or 1ts ;nbtitutions or seconé, %ncrease
avallability of such.résourbes‘ﬁy aﬁy transactidﬁ not opéh
directly %o its client (see UcKittrick's cable No. 282 of
June 26th last to Federal Reserve Bank New York which was |
communicated to the Treasury) ‘ ’>

lekittrick anxioub to cooperate and would be ?rateful
for any information you ‘can glve him as to doubts or mis—

#W/""?Nx%&}e. be
glvings qntertalned in Washington resoﬁcting policles or

A
4

activities of B.I.m.'
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Annex 1

, CIRCULAR LETTER TO CENTRAL BANKS
. HAVING BUSINESS RELATIONS WITH THE
BANK FOR INTERNATIONAL SETTLEMENTS

Basle, 18th December 1939e

Sir, ;o D

I have the honou£~to bring the-following to the
|knowiedge of all Central Banks having business relations with
the Bank for International Settlements: |

Present events require that the Bank for Internatlonal
Settlements should impose upon itself certain rules of conduct.
The position enjoyed by the Bank for International
Settlements, whieh\maintains business relations with almost all
Central Banks, does in fact demand that it should only carry out
operations which are above.reproach both‘from the point of view
of belligerents and néutrals. The strict observance of the

-

following rules would seem to meet this nece551ty

'\

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

(2) The B.I.S. W1ll abstain:

(a) from disposing of its assets on the market
of a beiligerent country for the purpose of -
making or facilitating.an& payment to or‘on

R . behalf of another cOuntrj with which the

: - former is at war;

(b) from holding in its own name for the account

) of the central bank (or other institution) .
of a.belligerent‘country‘gold under earmark
or other assets on the market of another
country with which the former country is et
war.
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(3) The B.I.S. will take all suitable measures and
will, in particular, demand from its "orrespondents approprlate
statements in order to satlsfy itself before any transaction is

carried out that such transaction does’ not fall directly or

1n51rectly within the categor&es 1ndlcated above.

|

| For the sake ofﬂgr?ater clarlty it may be well to
state that the term *its aSsg%s",appearing in paragraph (2) (=)
above means the balances appeatring in all the accounts opened
14 the name of the B.I.S. Qn.ahy given market, whether gold
under earmark or accounts expressed in foreign currencies.
Further, by the terms of paragraph (2) (b) above, the

B.1.5. may not in future accept any deposif falling within the
category referred to. - At the present time no deposzt of this
klnd is held by the B.I.S.

|~ ‘ I have the honour to draw the attentlon of Central.
Bgnks of neutral countries particularly to paragraph (ﬁ) above
and to request.them to be good enough to conform with the
p%inciple there set out.. In fransmlttlng to the B.I.S. any

.order or demand, a Central Bank of a neutral country will be
‘presumed to have satisfied 1tself that the transaction in
. qiestlon does not come eltheredlrectly or indirectly within one

& the categories of operatléns which the B I.S. has renounced.
The B.I. S. reserves the rlght, if necessary, 1o ask for more

~detalled information before carrylng out any operation upon

the instructions of a Central .Bank of a neutral country.
| ' I am fully convinced that the Central Bank of
:..........,.....‘w1ll be in entire agreement with the Bank for
Internatlonal Settlements with regard to the foregoing and will

be prepared, in so far as it is concerned, to assist our

Institution in the fulfilment of its delicate task.

I have the ﬁonouf~tq be, etec.,

T o A »

(signed) BEYEN

' President.
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JCS 13417

‘Instructions for United States Representative

on the Reparation Cormission

tee transmitting reﬁly to Secretary of State,

7‘15 May.) | | - cﬁ%gﬁé

10 May. Referred to JCS.-

PRESENT STATUS S :
T COMPLETED 15 May. JCS by informal action

approved the recommendation in JCS 1341. (Memo

dispatched té State-War-Navy Coordinating Cormmit-

212572
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JOINT CHIEFS OF STAFF

. i ' v ’
INSTRUCTIONS FOR UNITED STATES REPRESENTATIVE ON THE

REPARATION COMMISSION I Bid
Reference: J.C.S. 1067 Serles -

Report by the Joint Civil Affairs Committee

A . THE PROBLEM

Ay

1. To draft o memoréndum to the Secretariss of War 1nd'thev
Wavy contgwning the comments of the Joint Chielfs of Staff on _”
the military aspects of the "Instructions for United States;
Representative on the Reparstion CQmmissiéh" (Appendix "B”)v./

as a matter of urgency.

FACTS'BEARING 0N THEE PROBLEM

2. on SVMdy 19&5'the'3tate~War—Navy Coordinating Committee
advised the Joint Chiefé_of'Staf% thot Appendix "B" had been
appfoved by the Informal Policy Committse on Gérmany and had
been referred to the State-War-Navy Coordinating Committee in.
order th&évphe views of the Joint Chiefs of Staff might be
obtained, The State-War-Navy Coordinating Committée requested
that the comments of the Joint Chlefs of Staff on the military
aspects of the subject instrﬁctions be furnished as a matter of

urgency.

CONCLUSTION .

%. There 1s no objection to the proposed instructions from

a military pdint of view,

RECOMMENDATTION

4. That the memorandum in Appendix "A" be forwarded to the
Secretaries of War and the Navy. V4 e
. 212973
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The occupation authorities should be responsible for the

‘execution of the plan within Germeny. In the execution of the

plan, ﬁhe.Control Council should have the'éuthofi§y to withhold
ffom'tranéfer as reparations specific items the removal of which
in its judgment would reduce the gvailable ecbhomic means beiow
the'minimum reguiréd to meet ﬁhe other purposes of the oceu-
pation. After reﬁiew by the Control<CounCil and in ghe-abéenca

of agreement, the zone commander 1f he believes that any speci—

fic item should be retained withln his zone may with the speci~

fic determxnatlon of his government that such item is essentiai

for the'purposes‘of the occupation withhold the removal of such .

1
1

_item. The zone commander may, of course, withhold the removal

of such ltems pending such determination.

The long‘éerm plan.refe:red to abéve should not be
acproved oy the U.3. reprosentatlves on the Reparation Com~ -
m+ss10n or Amency untl l it has been submitted to and approved
by “the Unlted States Government | |

The Control Council should advisé the ReparatiénvﬁgenCy
(or’Qommission)’from fime to timé as deliveriés are made, The

Reparation-Agency (or “ommission)‘should“keep~a record of all

- such deliver;es, and should place annropriate values on the

respective amounts d@li"“rea.

. )
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Reéaration ?1§n. However, the reparation exactions should
beAheid within‘sdch limits éé to leave the German people
with suffiéiént;meghs to prpvideva minimum subsistence stén~
dard of living without sustained outside relief; but uﬁde?
no condéition should this limitation operate to reguire the
retention in Germany of means to support basic liviné stand-
dards on a higher level than that existing in any one of
the heighbdring United WNations. o

k. The Reparation Plan should not put the United States
in a position where it will héve 50 assume réspoﬁsibility‘

for sustained relief to the German peonle.

b, It was agreéd at Yalta th;tireparatiqn in kindlis.té be
exacted from Germany, pertly through the "use of German labor."
Ih’negqtiations on iabér reparatibn with the other pbwers in
the Réparation CommiéSion,‘the United‘States'represent&tives
wlll be guided by the following orinciples:

g.vThe Uni%ed Stetes will not acéept reparation in the
form of l&bor services, # :

b. Bpth‘compulsorf-and’voluntdry labor services fur- |

nished éé.rebaration shoﬁld be used odtside of Germanonnly :
for reconstruction and repair of War‘damage'and,not'for |
 ¢ﬁrrent production operationé except for fuel .and food.
g.fThis Government is strongly of the view that pErsons
othe% than those specifiedxin d below as deserving of
punishment shogld not be called upon‘to @erform éompulsory
labor service outside Germany. |

»g.‘Qbmpulsory labor service should be requirec only ffom~

war criminals and individuzals définitely &etefmfned'b§1
appropriate ovrocess to be membérs 5? the Gestapo, theijS.,
the Sicherheitzdienst der 3.5%,, leadeﬁs of the S.,A., or

B ieading collaborators, supporters of and participants in

: D 212575

NI S R ML e ¢ Sy


http:crimino.ls
http:provi.de

, »wmw,ummx.la
‘ By&NAﬁA Dit2 (o~2’)~°ﬁ

B® SECRET

the Nazl party or admihi$tration;
'g. Agreement should be sought along the following lines
. with regard to cbméulsor& labor service:
(1) Except for PErsons trled for saeclfic crimes,
'and con&icted and s@ntenced to lifetime Dunlshment
the periQd of compulsgry 1abor service should be limited
to a definite_spanAof years}
(2) The standard of 1iving and conditlons of'emplbyb
ment should conform to humenc standards.’
(3) The‘Reparation Commission or Agency should
reriodically-survey the living and working conditions
of compﬁlsory workers and the uses made of their gervices.
f. Apart from persons deserVing of punishment as defihed
above, German labor for weowwnt*ons should be recruited .
bnly on a.voluntary besis.
3. The net value of the services of both types of labor

shall be included s reparations. .

5. The first charge on all aﬁproved expérts for réparation
or otherwise (othér than remcvals dﬁ existing plant and eqﬁip4
ment) shall be a sum necessary to nay for approved imports.
Accordingly, to the extent necessary to pay for such minimum
German imports as may be determined to be ussentlal recipient
countfies should be required to pay for German exborts, except
removals of existing plant and equ pment Imports for which
payment w%ll be sought shall include supplies impdrtod by the

oceupring forces for displaced persons and German civilians.
- 6. Without the approval of an appropriate Allied body there

shall be no ra-supoit Lo {hird -~ountries of goods received on

reparation account
) ) : 10r7n
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7. In order to prevent thu troatment as war booty or as
reimbursenenL for occupation cogstes of exports from Germuny which

- should properly be considered as reparations deliveries, agree-

ment should be SOLLht on the scope of war booty and reimburse~

ment. for occupation costs. Agrecment should also be sought on

the scope of restitution in relation to reparation.

8. The govefnmenté participating in the Reparation Qomm13sion
will retain contrél over the disposition of German'property |
located withln their respcctive borders.“ These natiOns‘will
seek : greumenL WLth other countries in wh*cn Germun assets are
located designed to elinminate continued German control of such

assets and prevent their eventusl rwturn to Germans.

9. The United States will expect to assert & claim for
repérations before the ﬁepa tion Commlss on in acco"dnnce with
the UPlDCLUleS o~ the Yalta‘?fotocol in order to preserve its

rights to its propop shore of payment for 1088@S‘Caﬁ§§d to 1t
by‘GerményAin the course of the war. Pending the furnishihg of
a moré exact clain at a later dete the Un eG States réﬁfesenta—
tive shall PGSbTV° “hu rlght to claim delivery of reﬁarat103s in
a total amount to be detefmined. Tne'Uniﬁcd Stotes willl desire
to recelve as nuch as feasi olv 01 its share of reparations in

. /

the'form of foreign exchange assets including German invest-

N

ménts abroad.

10. As an interim progranm, pending the formulation of more
dOleTthE orrangczents this Gévernment would favgr formula-
tlon of an immed iutu prograrn by the ?Gpaﬁatlon COWﬂlSSlon
along the following lines:

2. Dur¢ng the initial pefiod following‘the colla?se of

Germany each of the four occupylng powers--Great Britaih,

Russia, France and the Uni% bﬁ %: ates--may remove from 1ts

212577
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zone of oooupation in“Germany'plants, eéuipment ahd

. - materials (including éurrent output) of such a nature

Qnd ﬁot in excess of:such'émounts as may be determined by
the Reparaﬁion Commission. It shall ve our polig§ to préss
for inclusioﬁ in such an initial removal S§hedule the cate-
gorieé Qf.plant; equipment and materiéls (eicluding oceanQ
go;ﬁg merchant toﬁhagé}jdeSCribed in pardgraphs>30,'31vand
32 of the "Directive to the Coﬁmznder in Chief of the
United States Forces of Occuuation Re*arain& the Militarv
Government of Germanv".(J C S. 1067/b and in paragraph

3 g above, < o o . - B :
 /b. The decision as to whether or mot the ?emovél'bf‘

particular plants, equipment or meteriasls out of & zone in

Germany is consistent with the purposes of occupation would

be made by the commander of such ﬁoné, subject:tp the fol-

’ ‘ lowing’conditioné: |
| (1) There would be constant consultation betwéenvzone
c@mm;nders.
| (2) In moking a decision as to removal the ZOné,com-
manéer would be responsible for.carryiﬁg ouﬁ any relevdnt
~agreéd policles which may 5@ formulated from time to timév
oy the Control Council. ) o

(3) The Control Council would have an opportunity to
consider any p&rticélmr removal and could veto Lt.

(4) Regular réports should be made to ﬁhé Control.
Council of transfers.for reparation accdunt and‘the
Gontrol Council shbuld‘keeﬁ'appropriate All}ed'agencies
currently informed,
¢. During this initial period any one of the four occupy~

ing powers could allow, 1f 1t so desired, any other United
'Natioh.entitled tc reparations in the form of removals from

. Germany. to take out of its zone »lants, eguipment and

Tra 1Th . -0 - Aovendix "m"
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matefiala of such a nature and not in excess of such
gmounts asg mny be determlned by the RGU%PuthD Commiss*én.
Such removpls would be subgect to the policy and condltlons
specified in subeparugraphs a and b above.

g;'Records should be kept of all deli&éries mgdé on
reparétioné account under such intérim arrengenents ahd
‘such deliveries should 5e made Without'prejudice to the
final allocation of repurugeon shares;‘ The,Repara£ion
Commlssilon should determ .ne the prinéiples fof‘valuation

of such deliveries.

11; The Reparation Plan should include provision for the.

| early estoblishment of n reparation a2gency including repre-

sentatives of such govermments 2s have suffered devastation

or substantial damoge. This agency, after detailed study of

Germany's capacity to pay and examination of claims ta repara-

tion by the various claimant natiohs shall aevelop a 1oné term .
—————
plan for the deliverv-of repar 1tions., This plan sh ll set forth

a description of the reparations to be delivered and- their
B e SRR 7

physical allocation to the various clalment nations., It shall

¢ontain a tine schedule lndica

At

are to be made to the several governments over a stated period

.

of years., The reparation agency should be given contlnuan res-~

the rate ot which deliveries

C)

ponsibllity for drawing up at regular intervals detalled sched-

i

~ules of the amounts nnd kinds of reparations ltems to ‘be de-

iivered and should have author1+" to determine the allocation

W
of SQGCLflC items among clm imant governments.

In lieu of the establ;shment of the reouratlonv ag ency re~’
ferred to abové the Reparatian Plan may provide that the Repa:a—'
tion Commission,'xﬁﬁro riately expandedvby the addition of rep-
resentutives of other cla 1“ant qovernmenté muy be continued in

.exlstence and utilized 2or the =ame aurpose._

212579
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DRAFT

MEMORANDUM TO THE SECRETARIES COF WAR AND THE NAVY

The Joint Chiefs of,Sﬁaff recommend that the Secretaries
of War and the Navy inform th@.éecretary of State as follows:
"The Joint Chiefs of Stéff have consideréd ihé militaﬁy‘
asoects of the propcsed instructions fof the United States
representative on the reparation commiss:on (sppendix "B")
and perceive no ob] ectlon 10 tncse instructions Trom tne

military point of view," . s

'

212580
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APPENDIX "B"

ANSTRUCTIONS FOR U.3. REPSLS?KT&TIV“ oN R?PARAmION 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 férmulation«of a general prograﬁ

for the exaction of substantial reparation and the establish-

|ment of the policies under which this program is to be imple-

mented, ‘ } ~

2. It is‘and has been fundamental United Sfates policy that
Germany's war potential be destroyed, end its resurgénce as .
far as possible be prevented, by removal or destruction of
German plénté, equipment and éther property.

While’cooperating with the other powers in impiementing
the basic purposes. of the Yalta~Agreeﬁent the U.8, representa-
tive will besr iﬁ mind that whatever nla n is fo“mulatcd by the

Reparation Commission (hereinafter referred to as the Repara-

tion Plan)ﬁshould be in confopmlty with the economlc and swcurify

objectives of this country with respect to Germany. The posie
tion of the United States on the various issues involved in

this respect 1s summarized in the following paragraphs.

3. In determining the size and character of reparation in ¥

accordance with points a and b of paragraph 2 of the Reparation

Protocol and the sllocation thersof among the various dlaimant
nations the following'principles afe advocated by th%s Governé
ment | o
a. The Re?aration‘Plan should assist in theﬁelimination ‘
of industrial capacity in Germany considered to be danger—‘
ous to the security of the United Nations.
b. The Revaration Elaﬁ should aid in strengthening and

developing on a sound basis the industries and trade of the

212581
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devastated‘non-enemy couhtries of:Eurer and bf other
United Nations, and in raising the living staﬁdards of
these countriss. - |

| ¢. The reparation burder should be distributed in so
far as'pfacticable:so as to‘impose equality of'sacrifice
upon, and result in an equal gen@ral‘étandaré of living

il

for the.German.populaticns of each gf the'zonss under "the
control of thé rcépectivé bccabying natiéns.

4. This Government o?poses ahy reparation plan vased
uponbthe assumption that the United States:ér any other
country wiil finance directly or indibectly>any rgpbnstruc-
tion in CGermany or reparation by uerman". |

€. The Repar Llon Plen should not maintain or foster
dependence ‘of other countries upon the German economy.

f. The Reparation‘Plan should not be of such a nature as

to promote or require the building up of German economic

g. To the ma"imum extent possiblé,‘repéraﬁions_should
be taken from ‘the nw lonal wealth of Germany existing at the
‘time_qf,collapse, with primary ompbmsis upon the removal
of industrial maqh;nery, equlpment and plants, narticular—
‘iy‘the shipbuilding, metallurgical, machine tool producin
"elegtrical'machinéfy,Aqnd chemical industries (including
all inddstries producing oil and ocil products, synthetic
nitrogen and Qynthet;c rubber) ships, .roliing sﬁdck,
patents; copyrights, and German forelgn exchange assets
fnoludlnﬂ Anvestmbnts abro .' Capaclity for the prbduction‘“
~of component parts that ente?~into;the‘production of the
industries noted aﬁo?s shouid.aiso be éligible for remgﬁal.
Reparation in kind should not include arms, ammunition, and

implements of war. (This Govermment favors the inclusion of

212582
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German ocean- goﬁnb merchant tonnage in’ the shipping oool
until the end of the war against Japan apd its division
on some fair besis thereaftor, ahd negotlations with other - CL
govermments are in progress on this subject.) |
h. To the eXtént that for political reasons it ﬁay become
. necessary in the negotiations to‘agreé thﬁt rep@fations}be
collected in the form of deliveries of goods‘from~curren£"
production over a,period~0f‘years, such goods should be of
such a hature and in such amouﬁ%s ag nﬁt to‘reéuife~th§ v
malntenance of the German war potenﬁial or the continued :
dependenée of other countries on Germany after r&paratiohs
cease. Accbrdipgl?, recurring feparafionsl over aApériod‘
of years, should 5@: -
(1) As small és possible in félatién tqQ the rgpéra;ions | ﬂ¥~
to be pgid in the form of industrial plants and equlp-

T

ment; and. | M
(2) Primerily in the form of raw materials and natural
resources, and to the smallest extent pOSoiblv ih the
form of" manufactured products.
i. The removel of plants and equipment shall téke place S
regardiess of'the fact that.they are owﬁed in whole or iIn
part, directly or 1ndirectly, by United Nations natlonals
VWhere plants or eguipment wnich are owned in whole or 1n' i

" part by a United Nation national are to be s0 removed

- arrangements shall be made, if prmctkcable and desired by

P T—
v €

the govéfnmént of such national, for the owner to retaln

his inter@st in such plaﬁt7and equipmént aftertremoval; If.
not practicable or so desired, Germany shall furnish to the

governwent of such national %deéuﬂte repmfation to cover the
interest of such nat“ongl...

Je It will be inevitablo that the German standard of liv-

ing will be adversely ;I:cvumﬂ h" the carrying out of the

212583
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SHPTER 1

ATTONS FROM GERMANY
IN THE M OF ITAL INDUSTRIAL

Basl parations tigtio

f At Potsdem, prior intergovernmmental discussions on the subject of repara-
tions were formalized in an agreement on reparations, intended to compensate to the
greatest possible extent the loss and suffering which Germany hed occasioned to -
other nations and to accomplish the industriel disarmsment of Germany. The Potsdam
.l.gr:eamant y provided for reperations by the delivery of capitel industrisl equip-
ment from Germany to United Nations and further settlement from German external
assets. This report deals only with the problém of reparations in the form of
capital ipdustrial equimnt from the oceupled zones of Germany

The Potsdam A.graement provided:

| *l. Reparations claims of the USSR shall be met by removals from the zone
of Germany occupied by the USSR .0

: *2, The USSR undertakes to settle the reparations claims of Polend from
its own share of reparations.

. '3. The reperations claims of the Uhited Statea, the United Kingdom, and
cther countries entitled to reparations ghall be met from the Westarn Zrmas....

| *lie In addition to the reparations tc be taken by the USSR from its own
zclme of oceupation, ths USSR shall receive additionally from the Western Zones:

a. Fifteen percent (by velue) of such usable and camplete mdustnal
capitel equipment ... as is unnecessary for the Germen (peacetime) eccnomy and should
be removed from the Western Zones of Germeny, in ~exchange for an equivalent value of
food, ‘coal, potash, zine, timber, clay products, petroleum products, and such other
" .commodities as may’ bs agreed upon.

b. Ten percent (by value) of such indusirial capitel equipment as is
unne cessery for the Germsn (peacetime) economy and should be removed from the Western
Zones, to be transferred to the Soviet Goverament on reparations account without pey-
ment or sxchange of any kind in return.'

The nations entitled to receive reparations are represented in the Inter-
Allied Reparation Agency and will hereinafter be called the IARA nations. These
nations are 19 in number ~— Albania, Australia, Belgium, Canada, Czechoslovakia,
Danmrk Egypt, France, Greece, India, Lwwmmbourg, Netherlands, New Zealand, Norway,
Pakistan, South Africa, United Kingdom, United States, and Tugoslavia. The nations
to which commitments were thus made and their relative shares in the capital in-
duabrial equipment allocated to IARA are as followa.

y epart of the Tripartite Conference of Berlin (Berlin Protocol or Declaration of
| Po tsﬁam) of 2 .l.ugust 1945. See Annex A, p. 16.

i
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REPARATIONS

SHARE OF INDUSTRIAL BQUIPMENT ALLOCATED BY THE
INTER-ALLIED REPARATION AGEI\UY T0 ME!!BER NATIONS g/

)

i

\,

ey

- countries.
tions and Level of Postwar Germen Economy (dated 27 March 1946).1/ This plan, which |

Proportionate Share of
Country Industrial Equipment Allocated
by L&RA
percent

Albania 0,35 —
lAustralia 0.95
Belgium 4450
Caneda 1.50
Czechoslovekia 4430
Denmark 0.35
Egypt 0.20
France 22,80
lareeics ) 35
India

!I’akiste.n) 2.90
Luxembourg 0.40
Netherlands 5.60
New Zealand 0.60
fNorway 1,90
Umon of ‘South Afriea 0.10
United Kingdom - 27,80
]mited States 11.80
‘iyugoslavia 9,60

8/ Mambelr nations of the Inter-Allied Reparation Agency (IARA) receive reparations
from Germany in the form of capitel industrial equipment removed from the U.S.,
U.‘K..l and French Zones -of Occupation. Their proportionate ‘shares of the i)

percent of the equipment removed which is allocated to IARA are stated in. this

: table. (The Soviet Union smd Polend aere not IARA nations, but receive the othor
: 25 percent of the equipment removed froum’ the U.S., UK., and French Zones
' all capital industrisal equipment which they unilatarally remove from the So et

| Zone ofCceupation.) T ——
\\

i
i

e o

"‘%‘
I e e e

»

| The amount and ‘character of equipment surplus to a peacetime German economy

-was to be determined by the Allied Control Couneil, subject to the final approval of

the comnander in the zone from which the squipment was to be removed. Prior to =
establishing the total amount of equipment subject to removal, "advance deliveries®
were to be nmede from certain plants considered as obviously surplus to any subseguent-
ly agreedl level of German peacetims industry. In accordence with this agreement the
Western occupying powers prepared in the fall of 1945 an edvance list of plants which
might be dismantled and delivered as reparationq pricr to quadripartite agraemnt on
the future level of industry.

}Praparatory estimates and negotiations took place during the fall and
winter of ‘19&5-1;6 regarding the level of German induetry whish might be necessary to
meet the needs of the occupying forces and displaced persons in Germany and to main-
tein average living standards in Germany not exceeding ths average in other Buropean
The four occupying powars, on 26 Merch 1946, agreed on a Plan for Repara-

proposed to reduce heavy industry in Germany to about 50 55 percent of the 1938
le . waa predicated on conditions stated in the Potsiam Agreément; particulerly
hat, aurilng the period of occupation. Germany would be treated as a single eeonumic

1/ ¥or the text of this plan, see Annex B, pe 21.

my
©

JUNE

|©©

e T——

;,/.

unit in w
country e

EEVISTON 0
Change in )
' 1
Tepeatedly
~omie unity
resources,
| to shere-in
“Position- “th

. War potenti,
carried out

. Ir
obvious that
" realized angd
One conseque
a;:: services
with the
to be retai?:’;‘
minimum stan¢
four more or
stantial cont
Kingdom to me

/

. In.
ami at the ag
at Potsdam, ¢
the latter ha3
was deaigned 1
the respective
omic egreement
Secretary of g
of the two zon

German Economy
"obtain thig eon
‘industrial capa
eapacity which .
Delegation in ln M
tions of other
advaiigs piants o
"able in any even
leval of industy

equally respo
two Farelgn My
Agency, & remc
ing of sccount
in which the 3
of the Militar




Entry 2113/
w12\ File X34 feAns e RGere e,
"Box |

R S I R e
, - F S T TP . S T T trs ammees e o e i - Z g

- : BRUXELLES, 13th March, 1947.
/ . COMMISSION TRIPARTITE POUR LA BRUSSELS. A ‘
RESTITUTION DE L’OR mmam : : , ‘ :
24a Boulevard du Régent.
, TRIPARTITE COMMISSION FOR THE
. RESTITUTION OF MONETARY GOLD

Sir Desmond Morton, K.C.B., C.M.G., M.C.,
Delegate of His Majesty's Government of
Great Britaein and Northern Ireland,
Inter~Allied Reparation Agency,
: Bruasdls, Belgium.

Sir,

- 1, As set forth in the official announcement made on September
27th in the Deggr_tment of State Bulletin, in the London Gagette,and in
the Journal Officiel de la Républigue Frengaise, a copy of which is
attached to this communication, the Governments of the United States, the
United Kingdom and France, in accordance with the responsibilities placed
on 'them under Part III of the Paris Agreement on Reparation, and in order
to lcarry out as rapidly as possible the terms of that Agreement in so far
as they concern the restitution of monetary gold, looted by, or wrongfully
removed to, Germany, have constituted a Tripartite Commission for the
Restltutmn of Monetary Gold. The Commissioners appointed by and representing
the:.r respective Governments are : 4

For the Government of the ,
United States of America Mr. Russell H. Dorr

" For Hls Majesty's Govemment of
the United Kingdom and ‘ \
Northern Ireland : ‘ Sir Desmond Morton, K.C.B,, C.M.G., M.C

For the Government of France : M. Jacques Rueff, who during his
: missions away from the seat of the
Commission, will be replaced by
M. Henry Spitzmuller, who will
exercise identical powers (Decree
of the French Govermment, 9th .
November, 1946).

2. The Coumuss:.on has been established for the time beéing in Brussels,’
7~ where its address untll further not:.ce will be : -

The Tripartite Commission for the Restitution of Monetary Gold
24s, Boulevard du Régent, '

Brussels, Belgium,

Thel Commission is in no wey constitutionally connected with:.the Inter-Allied
Reparation Agency, which also has its seat in Brussels.

3+ As will be noted from the official announcement, the Commission has
been authorised by the three Governments concerned to assemble the information
requ:.red to carry out Part III of the Paris Agreement, and to determine the share
of each claimant Government in the pool of monetary gold to be distritwbed by way
of restitution. In this connection, the Commissioners beg to draw your attention
to Paragraph D of Part III of the Paris Agreement and to the Terms of Reference
of the Commission whence the question of the eventual participation by Governments
not{slgnatoriea to the Paris Agreeuent in the pool of monetary gold available f‘ox‘
restitution is not one for the Commissicners to decide. In consequence, the
despatch of*this letter to non-signatory Governmentscan in no way be considered
by such Governments as prejudging the decision in regerd to their participation
which will be taken by the Allied Governments concerned.

4+ In general, the concepts of loss through looting by, or wrongful
removal to, Gern which will guide the Commission, are those desoribed in the
- United Nations Declaration against Axis Acts of Dispossession, deted 5 January, 1943;
. in the United Nations Gold Declaration of 22 February, 194k ; and in Resolution VI
of the Final Act of the United Nations Monetary end 2 l 0 58:{
b
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Financial Conference, dated 223d July, 1944.

54 For the purpose of implementing Part III of the Paris Agreement, insofar
as concerns the submission of claims for restitution in respect of losses of
mnetary gold through looting by or wrongful removal to Germany, the Commission
has adopted the following definition of "lMonetary Gold":

%A1l gold which, at the time of its looting or wrongful removal, was
carried as a part of the claiment country’s monetary reserve,
either in the accounts of the claimant Government itself or in the
accounts of the claimant country’s Central Bank or other monetary
authority at home or abroad."

6 In view of the foregoing, we, the undersigned Commissioners, request you, &8
Delegate of His Majesty’s Government of Great Britain and Northern Ireland, to
be good enough to invite your Government to furnish us detailed and ver:.f‘::.able
data Eregard.ing the losses of monetary gold, as défined sbove, suffered by your
country since 12 March, 1938, through looting by or wrongful removal to Germany.
Such’data should include only claims on behalf of your Government or of your
oountry s Central Bank or other monetary authority. The Commission cannot |
recog,m.se claims put forward by one Government on behalf of another Government
or ozix beltalf of the Central Bank or other monetary authority of another country.
In order to provide the necessary legal basis for restitution , it is requested
that this information should be furnished as a formal statement by your
Govez:nmmt, certified by the proper authorities with the necessary signatures
and seals. It should be understood that this information may, in summa.ry form,

. be published by the Commission as an historical document.

7. Attention is drawn to the fact that the three Commissioners will be
able|to enter into correspondence only with the authorised representatives of
claimant Governments, and cannot receive commnications from or enter into
oorrespondence with private or legal persons in regard to claims for the
restitution of monetary gold.

8, It is hoped that all Governments claiming restitution of monetary gold
willf find it possible to prepare the necessary information in a reasonable uniform
manner, since this will expedite the work of the Commission and peruit a more
prompt distribution. To facilitate thisj ;e questionnaire has been attached as a
guide. It will be understood thaet, in view of the very large sums involved, and
of 1ts responsibility for determ:.mng the relat:.ve shares of the Glaimant :

Goveznments, the % cel ob. ed mlze th the gre
care all informa % ) l]% ecls:?c;% dors n%t t%%u \ﬁ@ﬁ%ﬁ&é@rm&tlon
.individual claim. The Commission would, therefore s be grateful if‘ your Governument

could undertake to ensure that all :Lnformtlon furnished should be as complete
and clrcumstantlal as possible.

}. Information is requested as to those transfers comnected with looting ’
by ox' wrongful removal to Germany, recoveries of gold from German or German
allied control and all other transfers of monetary gold during the war period.

It will be recognised that such full information is essential to permit
reconstructlon of German gold movements during the war and to aid in tracing
1ooted gold to its present location. Data as to any recoveries or acquisitions
of moneta;ry gold from German or German allied coatrol, whether directly or
ind:x.rectly, and as to recoveries or acquisitions from & third country made on
account of monesary gold lost to Germany, are, of course, particularly important.

1(13. It is requested that six copies each, in English and French, which are .
the off:.cial languages of the Commission, of the required information, together
with six copies each of certified translations into English and French of each
ev:xden’c:t.ary document in another language which is submitted in support of a.
claim, be forwarded to the Tr:l.part:.te Commi ssion for the Restitution of
Monetary Gold at the address given above. It is requested that receipt of this

212588
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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
©jwill find it possible to complete its reply before 30 April, 1947.
Commissioner Commissicner Comnissioner
for the Government . for His Majesty's Government for the Government-
of the [United 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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PROTOCOL

‘ THL Governments of the Umt;ed States of Amenca, the Unlted Lo

1 ».'ngdom ‘of - Great Bmt&m and N orthern Ireland ‘and “the- French:

- "Repubhc, heremafter referred to as “the Alhed Govemments con-

B cerned,” on. the one hand; and the Government of It,aly, on the’ other,‘?.':'- o

- have; through the: undemlgned duly”.._mpowered representetlves,_‘f_'; i;,}

- agreed a8 followe e

T 1 The A]hed Governments concerned agree that Ita,ly should[ o
- Teceive 4 proportloml share of the; gold. dlstrlbuted plrsuant to, Pert Lot
- IIT of the Agreement on Reperatlons from Germany, on the establish-

" ment of an Inter-Allied, Reperatlons Agene;s?r ‘and on the Restitution of e

Monetery Gold signed’ at ‘Ps_ms on 14th Jenuary, 1946,['] on the same

- basis as. the. eountmes augnatory to-the 'said Agreement to the. ‘extent

. that Itely -can’ estabhsh that a. deﬁmte amount .of monetery gold -
: .',belongmg to it ‘was. looted by Germeny, or, at eny time after 3rd -

",September 1943 Was Wrongfully removed mto German temtory

o Itely adheres to the arrengement for the restltutmn of monetery
»gold set” forth .in Part 11T of the afore-mentloned Ag'reement ‘and’
declares that: the portion of the moneta,ry gold accruing to it under

- the Agreement is accepted in full satisfaction of - all Itaha_n cla,lme S

egamet Germany f01 resmtumon of monetery gold

LS Itely eccepts the &rrangements whlch have been or wﬂl be mede '
by the.Allied Governments coneerned for the 1mp1ementetlon of the

aforesald arrangement.

4. (a) ‘Pending the deﬁnltwe settlement of such chnms as’ may be A

‘ . made pursuant to Article 75, peragraph 8, of the Peace Treaty with V

Ttaly [?] within six months of the coming into force of the Treaty, the e

Ttalian. Government agrees to. set aside out of its share as-stipulated

‘above, as & guarantee for- the executlon of the sei;d provisions: of the
“Treaty, and to leeve on depoelt with' the" Allied *C overnments con-

1 Treetles and Other Internatxonal Acts Semes 1655
3 Treatxee und Other Internetxonal Acts Senes 1648

@

ci ;htely equal ‘to. the clalms which .-

: . ‘ taly under’ the said provisions, , ..
, VIZ 14 422 kllogrems of fine: gold in respect of the: claim of- ance RPRE

KE end 8, 857 kﬂogrems of: ﬁne gold in respect of the clsum of Yugoelewa o
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Reparation Agency : First'Secretafy

' Subject: The United States Delegation to the
Inter-Allied Reparation Agency.

The United States Delegatlon to the Inter~Allled Reparation Agency

at Brussels (I.A.R.A,) is composed of a Delegate; Deputy and secretarial
staff. I.A ,R.A,, an international organization composed of representa-
tives of 19 nations and a Secretariat of some 150 persons, was established
by the Paris Agre?mgnt on Reparation from Germany, which became effective
‘January 1, 1946.\+/The United States was then ?E%marily concerned with
preventlng the recurrence of German aggression,‘“’/Secondarily, the con- -
eluszon had been reached that money reparations wsre a delu51on, formlng
an unsettllng 1nfluence over monetary exchange. :

Many United Nations had suffered extensive industrial damage through
enemy action and accelerated war time operatlons. On the other hand
desplte strategic bombing the bulk of German plants were operable or

) readily repairable, and German industrial capacity still far greater than
needed for a normal peacetime economy.

. | Tt was therefore decided that German World War II reparatmon‘would
be a transfer of capital, principally industrial equipment and external
assets. This was to accomplish economic disarmament, as well as provide
tanglble aid for allied reconstruction. The result was the Paris Repara-
tion Agreement creating I.A.R.A. and f1x1ng the reparation shares.(

The I.A.R4A, Secretariat makes recommendations for the allocatlon
of reparatlon items to the Delegates who meet as an Assembly with authority
to act by majority vote,(6) The United States Delegation has a dual role
in this process. Its general objective is to conform allocation decisions
to our political and economic policies. Specifically, it informs the

(1) | The Inter-Allied Reparatlon Agenc;, Department of State Publication
‘|No, 2508L, page 7..

(2) The Paris Agreement on Reparatlon from Germany, Id., page 1.%

(3) United States Economic Policy Towards Germany, Department of State
Publlcaﬁlon No. 2630, page 18.

(L) 1d., page 13,

5) The U.S,. share of 1ndustr1al equrpment is 11.8% and for all other
reparatlon (which includes German property in the U.S. and the
neutrals) is_28%4. Op. cit., Note 2, page 3. .~

\
(6) The Agency has adopted comprehensive rules governlng its operation.
I AR.A,, l9h8 Report of the Secretary General, Annex IV, page 30
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Department of State (and through 1t prlvate 1ndustry and 1nterested
government agencies) of material available for allocation, and then
endeavors to obtain the allocation of wanted items for the United States.

Whlle the United States has never required much German industrial
equlpment 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 aircraft the U.S. Navy has obtained a large plant. producing high con-
centratlon hydrogen peroxide used for submarines and rockets, and a private
company has obtained an aluminum foil plant now operatlng in Callforqia.
éur financial interest in reparationis are not inconsequentlal, the
. value of industrial plants already obtained by the U.S. Delegation being
some 9 million dollars, and our potential share in German assets from
A Switzerland and Spain about 20 million dollars. Most important are
German assets in the United States, valued at around 325 million dollars,
many of which are subject to conflicting claims by other countries. These
1ntercustod1al conflicts are considered by special I.A.R.A, committees and
the medlation forum thus provided is of considerable advantage to the
United States.

Because of changing concepts of Germany's place in Europe's economy(?)
there[has been considerzble delay in making plants available to I,A.R.A. and
this Agency has yet to allocate approximately 100 million dollars worth of
capltal equipment, a great part originally intended for the Soviets under
the Potsdam Agreement.(B) This is about one-third of all plants so far
allocated.

The Paris Agreement requires that "a reasonable balance shall be
malntalned among the rates at which Eh3 reparation shares of the several
claimant governments are satisfied", The Delegation must therefore
constantly strive to maintain a favorable accounting position for the
Unlted States, bearing in mind that German property in the United States
seized by the Department of Justice is accounted for through the Agency.

. The polltlcal stake of the United States in I.A.R.A, requires that
its posmtlon as an occupying power, 1t§ policy toward Germany (particularly

ECA) be justified and Soviet views echoed by the satellite Delegates be
refuted.

o

(1) I&., bage‘B et. seq.

(8) Subgect to certaln reciprocal deliveries from the East, Russia was
to receive 25% of industrial capital equipment in the Western Zones.
Op. 01t., Note 2, page 21.

(9) Part I, Art. L, Par. C (iii), Id., page lk.

NBKing:HIJorgenseﬁ/kar
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|-13th March, 1947, to all ‘signato

lItaly and Poland, ten countries i
bary gold looted by or wrongfu.

| countries on 15th September; 19/
final date for the £iling of¢:
Czachoalov 8, Greece, Italy, L

4 Yugoalavia. i .

‘evldenpa which it has received from’ 1al; I as.
that ‘dome of the claims have raised nb probl ] ‘hﬁjgupport’ad
by détailsd and verifiable data an have bqen presented: 31 the
evidence rdquired both under the Paris Agreement on Rep n and under
the. public/afinouncement of 27th . ”ptember, 1946, by the
che Unlted States, ‘the United Kingdom, ‘and France, whis
Gommission, Other claims, on the contrary, have been -
;either to/problems of lsw whigh:ecarnot mdmte]y be: §
guestiom of fact necesaitating the presentation of ad

rand may be compelled to make furbhar*rat;nasta- to supply
. supplementary evidence and more detailed ‘explanations. .
this information by the Governments concefmed and its-e
Gomisai?n will neoessitate soms delay. "fg

‘ga.te of- Bal gum, N :
he' Intar—-uliad B.aparationa L.genoy, ‘ Lo
38, Boulsvard Bischoffaheim, A :
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- The "Gomiasion has taken into account the di fjbil:i:by, in the light o
o] wor_l econoﬂc conditions, of pntting into circulation without. dela.y & large
a- part as’ possibla of the recovered gold. which has been 1mobilised up to the
present’ and the legitimate desire: of Goverrments. to obtain as sson:as possible
"that: share of the gold to be distributed to which they are ‘entitled, The
‘Comnmlssion has, therefore, decided not to wait until,_ﬁi'b’is in.a position to
adjudicate £inally: ppon all the claims received, to make a preliminay dis-

don in respect of those olaims the validity bf which it has. found to
'n’trovertibla. S . o e ST

" Such distribution will be a "'nmx Belgim 90,649, 8374 kg of fine gold ;
Luxemburg 1,929,4999 kg of fine- go;l.d; ‘Nethgrlands 35 ,890.5740 kg of fine gold.

Further, the Commission obgerves. that the Paris Agreement on aeparation of

| January 14, 1946 provides in Part ITT that™the equivalent of the share of gold
. | which countries not representad at the Qonference. (including ‘Austria and Italy)
... | would receive if aventuany admitted 4o participate shall be set aslde pending

a decigion on thia polint, Therefore 3. the’ tission, oonaidering that portions
= Italian Governments would be

bution had the above

of the claims forwarded to it by the Austriad ar
valid end entitled to be included inthe first,

‘for Austria, and 3 ,&5.3182 l;g of fine gold for ‘It‘
haccordingly. b ,

‘be racogniaad in raspect of snch olaims are, therafore,

RN
&
g
E
!

|

i

4 B

Ay

B

83,4002 kg of fine- gold

stipulation been met, has decided to order that !
l;y shall be set aside

n of a1l Govermaanta, and
reliminmy-distribution,

' The sommiasion wiahad to draw to tha attont
particularly those Govermmenta.not aharing in thi

|:3he fact. that in caloulating the sums to‘be allocated fpt has maintained a

sufficient reserve to satisfy claims at presezrb held or .for further consi-
deration and which may later be judged valid. - ghta o restitution which may
aafeguarded. ' ‘

exa dia‘bribution will be mada by the Gommissien au soon aa poasible.

B mputy aomﬁasion of - Gomiaaionfer of 'hhe Goverfrmnb& 0! Gonmﬂasioner
|l The Covernment of the = - the United Kingdom of Great Br,itain and . of the Gov,
" |i United S'batea of America Horthem Ireland‘ i
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