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HQ US FORCES EUROPEAN T~EATER 
I 

STAFF 'iviESSAGE CONTROL • 
;INC011ING CLASSIFIED i ' 

iilESSAGE 

JJAU RES T R·I C TED USFET 55/02 C ,I 
TOO 021040A " 	 J 

R 0 UTI N E TOR 021522 A N01 
,. iFROI':i ACC HUNGARY SGD WEEMS 

TO FOR ACTION OljlGUS 

TO FOR INFO J 
. I 

! 
I 

REP NO 2 NOV 46 

I ! 

Subject 'is returned ijungarian goid, reurad
CC~&3g5 of 29.0ctober. 	 I I . . . 

, - US Minister BUDAPEST ,informed this Hqs of 
receipt of fallowing message from USP:0LAD BEl1..LIN Idated 22 Oct 
sent to State Department as 2428 repeated to BUDAPEST as 64: 

i' ' , I 
"Records avai1labl,e BERLIN and FRANK]IUE{rr' 	 " I

would state that reference gOld coins, were part of cache of 
Hungarian gb 1.d uncovered in AUSTHIA and, were not, inadverten tl.y
incl"uded in Hungarian gold shipment.l/! " 

'No action being taken! a~ this Hq. 

00-6395 is ShlOIN 12808 30 nct 46 ' ~_~ 

ACTION G-5 

INFOmy.lA'rrON, AG'RECORDS 
G-,2 

. 	SGS 
InSCAL 
OMGUS (R) 

SItiC IN 837 3 NOV 46 0930A JS/egJ REF NO: Z-4500 

R E' S T R ·IC TED
, I 

I , ' 

216331 



I
; 

. 216332 .. 
I 

i I 



,,' 
I 

" 

, H,Q U S FOb~~CES EUROPEAf, 
,,', STAFF MESSAGE CONTROi-14/EA/WALITv...u~VJ.~ 

CABLES G-5 DAlE: 0. TG °I N G C LASS I FI ED, ~ E SSAGE 
----I-, I;,.,("I'I'AOI ('( I ACT Ir--:, ,~ ". , ' 
---"-"Pr 1._
~I \ ~--':--"'-C:-~ 
ADMN I '_¥-~;--­-:--PlNS ---'''''''1 I1_,,;_ --,'­I 1 I • " 

~:L=!=\~"'_~ CON F IDE N T I A L,'
MG\RI==!_-' 1­
EcON I L_~-' R 0 UTI N, E: --I L_i__ 
i,..~.--"" 

,, 
TO .. ' AGWAR' 

" WESTERN BASE SECTIVN.!PA8S TO, 
VIA USPOLAD ' 

tf'OR INFO : ,OFFICE OF MILITARY G,OVERNMENT FOR GERMANY {US} 
U" SQ FORCES AUSTRIA 
ACC,HUNGARY , 

FROM : U/) So FORCES EUROPEAN THEATER SIGNED MCNARNEY 
: ' " I" 

REF NO ..D S-6908 CITEgETGEC TOO:()51'445B
I 

J . j 

, I 
WX 93185' 1s SMC 1n 435 ,2 July 46 G-5 

I, 
ORIGINATOR : 0-5 AUTHENTICAT~ON: SoR" MICKELSEN 

Col ' 

GOPliY N~: 
.' .. f ' ' " 

THn:'~SSAG~, MAl,' BE ,HA~DU::A ' ~'if1 '~"',lfSIFICATION ,. WITHOuT 
, F ARAl'HRASE F'2::t R 380-5 " "U; " ~; ~1 1''': 

, l· . . '. ~,
',~ , ! 

' 
, ..., ; :,.~ 

'~'", " 

216333 

INFORMATION : POL ADV 
', .. ' sas 

TC 
JEWISH ADV 
AG RECORDS 

, REF NO: 
"TOO , ~' 

SMC OUT 313 5 July 46 1600B 5-6908 
051445B ' 

" 
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. c o· p Y 	 file Nr.f~.'.. 

HQ US FORGES EUROPEAN TItEATER r~.. (,~/ 
,. " \:'':.J'':;' / 

STAFFhiESSAGE CONTROL J/' .I 	 \ '. .. . .. . 

OUTGOING . CLAS.SIEFIED 'NfESSAGE' 
I 

'. ~. .i' 
! ',' .. 

I ," 

.... 
.' :- .~SEC RET 

P RIO R I T Y 
! 

TO 	 ALLIED CONTROLCQ;lll.1ISSIONHUNGARY . 

OlVlGUS . 
i 

. US FORCES EDon.PEAl.[ THEATER SGD I.JiCHilRN.8Y 

REF NO ·S....-6049 CITE:.' ETGEq ,TOO: 141300A NOV 

I 

. .
" 	 t 

1. Reference Al'ied ControlConmissi'oil HUNGARY. 
cab' es 2-4500 and Z-4392 and Ol',lGUS iCC~6395.' '::':'~',..:. 

I 	 . , ' 

2. Although gold coins :in qU~6tion. were part of 
cache discovered in AUSTRIA, they ~re,not considered Hungarian 
Property and: shou'.dbe returned to ForeignE-.... c·hange Depository! 
FRAI:73:-:l!'UHT. US Po' ad is cBJ1.ing American Minister, BUDAPEST, . 
to this effect. : I '. 

'. ~ 	 ..~ 	 . 

3.. Receipt signed byHJngari~ns ~ta~es that if 
8om'panding General, USF.ET detern'ine's that an.y i terns were mis­
takingly del.ivered,· such items.Willi-b~disposed of according 
to his instruc tions and Hungarian Govern~en t wi'.' take a1.1. 
necessary steps to make Sllcn i temsavailabl.e to him.: 

I 
t 

, 

Z-4500 Sf,IC IN 837, 3 NOV 46 G-5 i. 

Z-4392 SMC IN 8910, 21 OCT 46 G-5 
.... :::;:' .'

CC~6395 SfuC IN 12808, 30 OCT 46 G-~ 
, 

· r::ORIGINATOR G-;) 	 !AUTID~NTICATIbN : 3 R ~llICKEL­
I SEN, COL 

INPOt{l~LATIOH AG RECORDS . POl; ADV 
G-2 QiilGUS 
SG3 F'ISCAL 

, , . 
SIll'C OUT 644 14 NOV 46 164?A ~L/ttf REF NO: 3.1"-6849 

, Toe; . 14130 A NOV . 
·1 .................__ .. ~... ..:..~..__..._."..__ ._.J, 

I 
t 

2163,34 
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! ". 

, 
, , 

. i f' ". 
'I • '\ ' .1 ,,/ 

l:seretd. th ten cop1.~, ot t.he ReP~\::~ '~:; , 
~1chsb&n.k.8e..aft, . 

, '. 
, I·· ' " ':,,':.

I 'Would appreciat.$ 10lU" llIti\ift& Ws repf.li-t avillM.. to 

8111t:eroly,' i 

~J"t 

I am forwarding 
of t.he Sparkya. t..'UXUfbourg l.equ1r$~ b1 t·be 
1'1"OIIl ,t.fte ~~ !'ranee in lfarsGillell4. 

. 
the State a.n4'I'r-!luury ~JepArtru'!rnt.e UJ,~ oti:4car, i!lW1"'9St.j/!, e.,gel'ld.e,. 

, iucDl D. CLlJ" 
, tl~ ~,-IIJ. $. ,iI:'iq 

, i , GeMeMiIW~ " . 

, ' 

, 
I 
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OFFICE OF. MILITi~.~Y GOVERNMENT FOL: 'GERMA~ (U.S.), 

STAFF CABLE CONTROU 

INCOMING MESSAGE 
DA'IlRD0'12~54Z REoD' o90813A D~ 45 

1024/09 ,.,., WIlY 

,-::""' ..' ,....! 
"lLft I 0 ILl TY , 
---:~---- i' ,,ooM : AGW.AB 8IQIfBD WARCAD 

to' : (J~~,
"'j'''.. 

BEl' 110 
I 

;;:Gsrmtlln gold 'ul. sprain !1S 'aubje3t. 
'. '~, t ' 

1. state De.J)'t1n:~t~ot1ng Angell sa foll mrs:' ­
, '" , ". t ,'. .....,J 

, lttxaorder to tal!e~ oVGr gold Nfal"l"aa. to :tn ; 
'. MMF~d:"s 2'433~ov 30 Npoat,i.'l1;o Loild~ a~ 6119 Pal91a 551. ner... Ii 
lin, 70 11 .,Mad:f>1d.l"..asnOl11rif():rmed·JlE;par"1;ment :tn itu 2454 Pee l~ .... t~;; 
not' rSpEH'lted' to 3"01.' _... tha.tBrlt:f.fiil m,oo: mru~1mg {!rr~geEla:nta i'O:~ 
t1"Qnsportat1on of /<laid gold 'biT ail' -to (H.'b~G,lte.l~ or London. :OQJP~~ 
prefers 'that. tlold ~'1hicblt' toi'b.9i:nelutl¢t~1in ~old. pot f3holiJ.{l 
be tranapo1"t6dto P.r.mlllr.ru~t assuoci.:ng ,th\"j~~a ace 1.'2eJil1tiea to 

, haMle,ve1gb. -tt, etc '!fhe~eit .c&n 00 k,~pt; nth other gold :?O:f' 
gold pots .'D~pt b,~lievea &rJ.y other .deslti11I1.t1c;n t!ll1':ruld only
b<!!l oon61q.~red It tA'~:wJportrit1on or faej.11,t1~3 t".Ol~ h&TJ.dJ.lng 

. gold Frl£!,nkt'Ul'tUn8'1'!all.G'~bl0. :(uu ~Zjl1oulal t.h0~Of'O!,0 j,n aO:f.I~ru.lY.a­
t1ori'v1th':~r"Sr1ti:§h and Prernoh col1e~,.guGSb corrt;l'~(~tGel'la 

";Cl'a7 to ~ra.llge tt:Jl"'tro.n:sportation of' gold, to Fia."1kful.'t or 
. some other .p'ointagree.d on by yml. Cenl Cley, 'bell)g r-SQu:':."3stGd 

"'by-"110 to 'eoopdrate v:l'th 7.0\1. ".cmgell should j.:m.m!lt15,~:t~ly f.i(l1r:1.:~;') 
'bl~l'~dot:aPl$a.~mf:intG ,and p&n:i:tng J:iece;ipt ZU(:hj,l'l.fol"qUat:!.on' 

',Mad:ti1d call oovlG~Sp.nnlf$h ·&'uth'orlt168 'ths,t, dof'lnite .?'l'?~Ilg~:'" 
.menta' DeU}g cOll~luded' :tor craiel" :t>emovsJ.i gold frvm Sp;:,,:tn". 

.' • ~, I 

, ACTION: /F1nsnoe 

0/88 
olORA 
Pol Aft 
fr&tiapol't .
AG Reo ___ 

216338 
..... " 

'" isec IN 15692 9 Dec 4!? 30A JK/em: REF NO: w-87'~39.
Copy No. 

-AL­TI-t~ tt.Anlcinn nf nnFxact CODY of this Me~saQe is Forbidden 

http:ZU(:hj,l'l.fol"qUat:!.on
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, . 
'~. ", . . ... ... 

I • ....,'~': \, 

Deo~b.r 12." :1945 
. 

• I 
;"', i 

I 

Mr.':' ". U i~ ~.';.'"f:l'· " [, .. ., .' t, ~9 _. " 
Direotor,' Flnfinoa DIvision 

~"" '," ';' .) .> ­ . r, : - J 
.. ,j 't.tt, '. ,', I 

Ottice ot l?olitical Affairs', 
.' .! ~ .. : f':' ":. ' ' .' " I \ : 

, " I 

TO: 

1!here~s .. ~v:~n below for your information 
the text ot a t~~G€¢8iu'~reoelved fram, the Amer1.oan 

,mba'#Jay f1t· Madril. " ' 

. ,'"Embassy' Naval 'Atta·che' 'arriinglng naval 
transport plane DC 3, from Port Lyautey to be 
ave.'11abl'e at Madrid for loa.ding gold, and ' 
departure ea:r11 Thurfl.4ay })8Qtmiber 13, tor ' 
flight to' Frankfurt' or' other' point as :decided 
betweeif Department and :Sriilsh Foreign, Office. 

,', Sinoe' Brltlsii~ Empassy nas!,au'tl1orlz~tion 'for, 

.. . 
, ... 

It 

'r'~ 
'~" 

~'~;l~,
t' ,,'. 
':r,)\n ,: 

, Gibra.+'1iar pn1:y, w~' assume. '",e. and British " 
Embassy, Wil.l, hav!l parallel d'e1'tn1.te .instrtic­
tloI+s' r:esa,C-lzig ~gold b~f(;)te ~llu~sda.t m.orning.• 

-:::." "-J 

f{ 

\,.: ~ . 
.. .~ -' . 

opt~ that removell ot goltt ~s. urgen\. In.' "}; 
aocordanoe'W1th Department ~uggestlon19S2, -
ot;~ Deo'ember6, repeated 5r,07.•~Q parlsi,·,10593 
t~:,tqnd!,.m; .to' Berll~ lO~S~ .~i~l attempt to 

.. ~tlql.Wi(! the S b.~xes ofgo;td ,previously, ," ,.
" .. , re'covered.· " .. f " . 

, " . ", ,.. I, 

r~ ..... '.' .' 

" 

\, . ::. 

.' t' ~ .'-", 

~ , , . 
, .' 

I " 

~ . : ."" 

Loyd V. Ste,.ere II 

Acting l)1r~otor. 

.,~ 

,':~ 9P -~i. ,0. J'ah7
Dlre'otor, lies&! Dlv1810n 

,Mr. R. A. Nixon ' 
. Aoting,: ! D4rector, Dlen 
ott'loe·.:9~'''~~l:ltt Seoretary V­

," !1", 

': ,wi 
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, 	 - -'[ .------ .<- ---'~.. JRG Q?60 '. F\LE.: 
REPRODUCED AT THE NA:r.O~NALARCHIV:~ J>' 

. 
DEC~SS(FIED . !Entry 1'1'15'-41 . b\~. or Fo~GI6N ' ,>" 

,-1.. _( iB.ox 3.4 \ ~~c..v~fTl&'.s 
-.--:--'--~-------., 

'. .. <, . 
" "'. 

" • 
>' '\ ' 

.R.~R!q.,·,
bf!"'" !L:;'1,;",,;~,;,,'tli ·:r/:;·.~~ '; 

.~.': 	 ;' 

.iliJo..J".,~.". ,D1l1'''.'''' I , Fin&fU,.., Dlvl"lon ' I 

Mr. Jit~ ...... )1lxoA,i>eput,D1J"eoter 
,I. C~.&i"j'l·.A •. 

~ 

:l)1vlsl;c.n ' . 
. . - . . 

- " ' - '.: " ,- -.. : ...j : .fl(Qii'.· . ;, Cttl4l$ of 'POll.1I;1eal: Att.a1:rl : " . .... , f 
: .'­

. '." 	 . '.!., ' 
." .... : T.here 1 ..•. t.·'aI\8JA1t:t ..ed .b~lo.'..:.Wi,:;.,~"h~.:~e~t. ,\,}f a furthcett 


i~e8:s~e. ,,~~;~1;'I1'tt~f).,,·t)~nMadr1,~' \t~tlt.',.,~tefe~.~t),. 1;0. the' " 

sh~J>.f3n:t" of'r',',..ld ,fJ'OUi ML'\tJ.rl¢ltoFr·~t;u:~·~ . {a'S,•. r),nr


'1I18Si.\Oi!'a1ul.o,Decemb.-:r 14).., '.'1 :'.: 
.',., . : ' . . ' 	 I .'! .' .... , " . 

. ':lIArrallge:~,n1;. fO"r 8lil1~m&ntot 'golFltf>'~I"6Ulk~or:t outll~ed 

t-h~ha'.7·s . 79· fJf~o.elllb'~ ..11 .' ~.5).. ~fJrl~J\" ... ~u.l)~na:~,4ue 


.to ·,o~mpl.te can~Ut1.1.,~~on. of:fl~gllJ;''bY n~ta1· ~u;~l)o~~,~lej • 

.'M~:11:tE!;"A~.r .. ,A.t:t.e,b~l. ~Jlco.,!tlo:a·tlG..wl th~f1.3'~<,"(};. . 

,!*}.tJ,.cde. :t'O:ei~d:.avop to 'gprlluige·f'or.spe~1al,tll:gli•. ' fop

. j.f!;lp.riutl'tto:f::1f>14. ".:., . , . i. ' " '.... . '. . 

·:,i. .: \ . "', ': ': , ' :. . 	 . 't .... . 

. ..' -:l;'l;$s:&e(:e,e:111tat:e ,se.n41ng plan,~o. :~p~n.a': ."c:~•. ,as . 

.p6s$.1"blees;peol&11yln vlewot~ul"cso~1:tmentsto;.;~•. 

~all~,8)lgo••riiD..ft~ J'e"ul:p,lng thetmmed1·at.e. sh.lpmetl':Qf 

,t);le,:gold' t~ui s.~\~~,... An8weJ,"a __estion"l!ra1.•ed tn Y,Qui+ 

l018~' to~_a.~~~ .;~$' fOllOWst,. I: . ' 

. .... ·$h1p.~nt to be madetrom ~lladr:1d pill" ,,1].+ OO!ut~a:~ 

Qf' cotne Qllly ';"80 ,bars 01" bull1G~1 :p~pk:ed.tn 31.8.all'~:· 

(Ja~"al bage, 1a;~k8 num'Dera 1 to8 and 10 to 29 1nclt.t'.!;V'8 

~,()~tldn, fOar.Blell 8aoks each w1t~ one; thcn18and ~g~lah . 

go.ldioverelgnia: aack9 4"ntalna 't1U'ee;full aEld onepart~y 

tU'll ellla.l1e,r sa¢kJ!Oohtatnt.ng in all' 3~4l: ltngll.en&t,verelsns; 

s's;ok 30 eont~lns' 8614. ml$cella.neou$ 'so ld ':cotris, mostly~leoea 


.	of t:w~:nt",Belglan :f'~atlc.s.. litalltu:\., 1nn~ll$h,e"o.plu.

8:8_11 amdUR' afgO'ld ten and ~..eftty do~la.r 'Hus .• 1ut ,and ~" 


.p1ec~8. of t.enty Span~jh, '.A.ustrtan, FrEmQh"fun181&;8~ e,te. t 

."saok31 oOilt;alns.one thousand eoe.. of ~~g~l$~ sov~·;relgne 

',lind ~w9thous~q .ple~eaof., ~,oill'pose4of P'reneh; 

It::a.+~M an4.•ell1;liulgo14 
 .' , 

" ". 21634.0 

'" ".JAIl'.fD,.·.. ·.·:~,;;:,,:~rt~e.· .. ot a.aff. 

http:sa�kJ!Oohtatnt.ng
http:p~pk:ed.tn
http:o~mpl.te
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i 
OFFICE OF MILITARY GOVERNMENT FOR GERMANY (U. S.) 

Office of the Commanding General r : 

I am forwarding heremth ten"copies of ia report' on The Hidden 
Gold-Reserve Program Initiated by the German Reichsbank During Schacht's 
Second Term of Office. j 

1 

I would appreciate your maldng this report: available to the 
State and Treasury Departments and other interest~d ~encies. 

;I Y~or General· John 'Hi1ldring 
Civil Affairs Division 
War Department 
Washington, D. C. 

i
/ 

Dear John: 

, 
~\. 

" 
\. 


\\ 

" ", 

'\..
", 

Incl: 
10 copies 
subject report 

f ;' 

Sincerely'Vp~r~J 

LUCIUS D. C!;LAY 
Lieutenant General, 'U. 

,. GemntlIltttng 
(,' .' 

1:> ""'."1"': 

APO 742 i 

1 

17 December 11945 

In re: 	 Report on Fidden Go1d­
~serve Program Initiated 
by the German Reichsbank 

I . 

~uring Schacht's Secpnd 
Term of Office.' 

I . 

I 

('II') , 

S. Army 

216341 . 
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IEntry 
;Box 

-,-~-

, I 

I " 

I 

Il , 

T 

. i, 

" 
" 

': 16 December 1946 
! 

! ' 
" 

, 
In. .1"6: ,RepOI't on Hidden (~old':'R()a,!lr\a progl'a.m 

101tia ted by the G·erman Relch'sbaok ' 
during Seha,Qht' • Second Tenll orr o~:rice. 

I 'i 
~ , ;:

Deal" John,: 

, 
I
l 

' I am t9I 'War·d1rol.g h"rew! th ten ~iO)' COP,16S of a 
report Ofl 'l'he Hldden GoL'Z....neSf!':'r1i0 Pl'ogx'4r'! t ni til... t(;d by the 
Germa.ri Belchsbanlr: Durtn::r, ~~cha~;ht!:ilI S:econd~rer~, of O.ff'lce. 

, ' , '~q , t,· ' 
, I. WOllld apllre(~19t~ four mtt.kin~ this repOI't fl\va,11­

able to the SttAt.e and Treasury DeDartme,l1ts :al'ld othsr In-
t~iH:i,'!lS t~d. at~enolas. ~. , ~ ,! 

", " , 'l" 

SLnc;.6I'Elly, yours; 

" 

M8.1or ()eneral John IUlldrlng 

Civil ,Affairs Division 

\'¥ar nep'.rtm~t 

Wash.1ng tori I D. C. 


llnel; , 

10 o~pl.a subject report, 
 l 

Il ,:
, ;, 

4 

SO/IOIf . .. 
, ,\ foC-J c,;7 , 216342I,'

I'· 

I 
" 

http:Germa.ri


.~ , . 

.. 
,

f I
.' 

1'0· 

. . 	 . rFROM Offioe of Polltical Aff.airs. - . . - ; 

i 

There 1.stI'Ufim1tied ~l()w the t~xt of llU!8sag. _ 
reeel"led t'rolD M~,4rld ~(jlle.ernlnt! the l,ell~l1n8 g~ld "hlpment
from M~.dr1d. to ,"Ipanktur'C. Th19 message ha$' beer+ ~·ela1ed . 
to our Fr~..i'htu:rt offloae.nd l.ts substanoe 11&6 been· COR­
v~yec QV1r 'the telephone to 001oh,e1. Or~gonof your office. 
""'4~ .'.; ,.1'1 	 ' 

. ,Ii II).S.f!UUlO Berlin hlia no~ rece1veddul' telegr!.un Vlrn10n 
~,.nswers Bel'l.1n' i tel&gr~ IUi};lngs'1/'f.tU'B ofpl"opoaed go14.
ah1pni;ent. US~"ET _;~ Wols'l?aden should a.ltt'o haT~ Jfeof)lved 
m111t!',ry air ~.ttaeheI8 oonUlluntea.t1on ~S~:111g .I!Ipeelalp:i.ane 
be. sent h~re for gQld,sh~pDutnt dueoa.n~ellat~on of prev­
~duslY. prtH1l1E;e~1 m:;.Vtil flight. Ueanwhl1& gold 1.8 in . . 
emer:g~ncl deposl t 11114.l" Ailll:s(J.glutrd 1~. ti"uat611Gsll1.:pheaCl­
I~Uli:rterB,. (fOrw.£l.r qarm4i:l.ll.e,mb~~.sy) butl~hys1oal 81tuat'1on 
1.s da:nge't'oua and Qurposltloft referenoe fOPEllgn office 

.1$ 	1n'~re(\l.~lng11 embar:ra.~.lng 1nvl.ew o:t'! our tiUI8are,n,oea of 
1mmed4.ate. ~eraov..l f~_SpJl1Jl upon (1el""ie~y.. Pl.·atU~ 
e~edlte tr~n.,or' and advt"8 er,J'1v.l~-1me•• 

. 	 I 

I 

I 

Loyd V.$tefe:re 
Act1nsIU""top 

no.: .:Offl'ee Of~t.rt Secr.tuy
JA.T:t.tirf. 

':"'.-'7~fir ., 
.~ ~ .(j)
'/ .' 216343 
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- yOtfice'0f St".~ff ~c~~et~r':J'.•..n.. c_. 

RES'l'RIQUD 

.KEMOUIJMt 
b n:r!t 

TO : JIJ". 
Ml'. 

J ..
(to 

M. Dodge, Dlreotor, "lrwtoe Division. 
P8h.7~ Direotor, Legal ])191810a" 

FROM: . ott10e ot Pol1tloalAttaiPs.• 

'01' 1QlIP l~ol'llatlOIl, the tolloV1~g 1s the text of 
a . message seat 'by the A.fIel"lcau. Imba ••, la' :If.bld .~ the 
Departllen~ot .Sbte aa4 repeate4 to th~8 Qtf'lo",. 

, 

'Fope·lp Ottioe Direepapol.eon btoned 
representatlve. ot this andlr1tlsb Embassles that, 
besldes the approximate toa of gold oouated b1 
$panl. torelp exol:J.anae 1n value ia8 115,641 
English goldsoveJl"elgns. heha.s ln8:truotlons ~m 
F0l'81p InRl.ter tollo1f1ng eoD:versat.lon reported 
1n lllbalull~e. 2433, lIov_ber :so. 1 I)•••,.J repea.tea. 
LoadoR 6ft.• ·parls 05'1, Berlltl '0 J Ito·4el1ver all 
other GGJ'IIU offlo1al tunds b_ld b7 Spanish
Goyer,..ent. Iacludlng oDl,- funds ,Ho'elved 411"80t11 

.	'b7 .Forel", Offioe·( oUler tude to ibelll8parat'ely 
.delly..e4) .he.aloalated a balanoe of .pes.'118 
32.,443,841.81. Foregolngpe.8'a t:tcure Includes a 
_;. ot pe••ta8 360.000 'f'Olun'eel-ad.b1 him and he 
alSO 118'.48ma1.1 q-.ntl'les o.tmlaoellaileouB 
torelpotU"J"eIlO-,. both in &dd~tlo~. to thQse specified
In 'ru_,••shlp ...oran4um.. ·R.. que.1iloned hovever, 
acld1tloD.a1 sum .ot' ·pesetas 3:,000,00:0 abolim 'by 
)~!8s'''ab.lp lntol'llllatlonas dellvelied o~ .••f S by..~.l'1ar,,~ d...att~D.S aDd cUd ~t ,llea.l0·. 
81.D1t1:CUt q1.UQlti ties ot Rel01umu~:rk... aDd." escudos 
bel~•••d to have beea. reOe~ve4 br 'ro~lP. Office. 
Weaball seek COD.O~eDt dellver1 fot ,th.s.nme. 

, 

http:8s'''ab.lp
http:acld1tloD.a1


, 
I 

I 
. ,~ ....::::-. ,-. , .........~-~~~<. ..-.--~ 

I 
" I....2-	 I 

cIeeme4 .. preoedent. 	
i 

i 


Em'blia.i&e eXpressed hope,tbat "orelgn Office 
woul4talte slmllar llilmec!4.ate ateps to clean up
otlleroomprom1s1ng situatlons 8U~has the German 
offiolal "hlpping (Baohi, Transoomar) and fluorspar 

, mine. (Soma:r, rluorurqs) belleve4 t~ beheld With 
the knowledge of Span1sh offloials by Spanish 
cloak oompanles and' stookholders.l DlreotorGen. 
stated that, he Spoke to the S\l~Seeret9.r1 of Merohant 

"Marine recently oatha shlps, thllit the same Spanlsh 
groupwaa behlnd both theshlp, and,: the mines and 
slnce he knew them to be penniless ifiveral years ",£9

, he assumed the, muetbestrawmen ,to have aoqu1red
such vast 'assets in eo short a t1m.~ He indlcated 

, he woUld lend hls good offices 1~ an effort to bring 
these matters to a 8a~lstaotor1 $01ut10n. 

H.' al so 1ndioated Forelgh' O~fl~e woul~ probably 
ta.oq\llesoe in trusteeship of the repe8.~edre<tuestfor
registration of Allled t1tle to 01.:rtl0~a; and quasl­
ot1101'81 assets, but suggested th:attrusteeshlp in 
di,aposing th,reof Would be expect:ed !to 'comply with 
neoree 313, passea. during Ca,,11 War, ,d,sorlbedb;r 

, hlm .a prohibiting aoquisttlon ordtapos1.tlon of 
assets by forelgners without consent of'Span1sh
Foreign Exohange'Instltute. Thle1 matter was reserved 
tor .,t1141.' . l 

He thenmentloned tor the f1~st time the matt.r 
,ot trusteeship dlreot lnter.vent1o~n i;n German private 
,a.ssets and also mentioned trusteeiship attempts l,n 
Slemens and Eleotro ,Qulmlca de'nlx. He expressed,r.gPe' that the ,oensus 'information pr~vld.d by
Fore11n otfloe app.eritly dld.not;m~et the requ~re-

.ments ot trusteeshi!pand Jtmbassies pOinted oU1;that 
mostot suoh intormation was inconslstent with the 

, faoto' as learned from Germany and other so~ces~ 'He 
'Iloted ,tbat appo1ntment of' direotors ,bl $panish
(Jompan18s under,oivil war decree' req~re8 'prior 
approval otSpan1ah QGl"ernm.nt but ~ld not stress 
:'~. matt.rand seemed disposed tojoo:me to term's. 
J.l'uJtthe" d1sQusslon of this matter! was poetp,oned' to 

,Decemb.er 10. Tenor of conversl\tipn ,s~~g~JII't.d' t~at 
'orelgn ottice maY' &ooept pPlno1p~e ,0" Allled direct 
t.:!lterventlon 1n the~. ~'ompanles s~bJ.ot to approval
of no~l;Aees by' Span1sh Government.• " . , 

I 

I 
Loyd ·V. :ste,ere, 

. . . i 

,ACa'tlni})lr~ctor. \""1 . 
, I "'14 )"'"' '...,CRColeman/rhm (0 	 '( '( 
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1,1946~ Pebrul'~ , ,._"--:- .."... r ' 
I, 
, 

., 
,", 

." 	 Colonel ·D. L. Hobinson. AC~#lg ~l;rectOr,. F1p.t¥l~~
:~i.1s1011_ / I 
"" 

Ofrice of po11t:tc$i Affairs. ! .' 
. , ' : ," , ' .,' ,. ••••• • 	 ">"'; .'~, 

. . ~here. is g1ven below for your ~rormatlona pa;-aphral3ta 
,01', ,'a .:telegram s'ant, by the Department :of Stat,8 to,th,e . 
Ani9:rfcan~ba$sy at Londqn andrepeate4 to this of1;loe: 

Brandt'ot ,!mw'O~n~shed you ,a bqckgro-und s'r,o~ 

. . : re Gei'~gold in &wltzerland p WIl4;ch was knoWll to :t~he 


, 'Department,. and raises tile following quest~ons: . 

.' ., 	 I ' . 

" , ' ,.; I .;, ,,"

.It waS known to monetary sta.tisticians everywhere 
·that at the. st81,t of the war the iGel"man8possessed 
mone·tary gold reservesQ~ abuu:t 070';000,000 ':in. gold, 1'. ~ 
,wnleb had be,en spent by Gel'many a¥ th~, latest by .1943 .." "" 
,1n her war .effort. lttttle Swiss~coepted the 100 tons ~.~ ~ 
ot gold oftered ~nemby the Germ~s, in. 1943 wh.1cA was; 
worth $123.000,000, how can i~ llti l'coIlaedad to the Swiss ''':''' 'f' 
that they 'acted, in good ta! th?' Moreove;1;', how can the '" "" 
S.wlss claim ,they acted in good talthwhen. this gvld ~ 
'Vilas aQqulre4,,:.~~,tbe .1j lme . they len'aut that it bad been re- ..It 
tused tor those':,'18r"j \ reasuus by t~eSwedeS? (Documents 
tound 10 GerInalll by the United states militaI7 toretaS 

..indicate thiSj in the meantime it :has beenesta;bllshe4, 
.·tl1a.ttlle aforementioned g'old in t~ct was gold looted 
·;tromthe Belgians.) Inconnectlolf with the above facts 

.the January ··1943 declarat.1on must I have been known1.n 


.' part at least to th~ 'Swiss. this. constitutes a .strong 

,argument .in our opinion against the Swiss bona t1des.' 

," , ." 	 ; . ' 

;'.' ' 

In vi.w'o: tbe need 'to oaneeJ;ltrate.on attaining 

, ,oomplete, agreement with the, Bri~1sh on the matter of 


:pollc1 and:in view at approachir18 n~g()tiatiolls- with 
t~e swiss" a un.1lateral approach to tha,Sw,lss' re gold 
cannot be oonsidered without Brltlshand French. The 
Depar'tmen.t on the .othe~ hand teels it advisable tlla~ 
on all the major complaints which: wiU in fortheom:1ng . . 
nego1;ia.tiQrts be topics. t11e Swiss: sbould be informed 1lh16346 
,accordance ,with advice from the LegatiCIn at .rn. lIn 1:., , 
:attempt to. have Brand..treeons1der: the. matter,' the ab, ,v&,.:r~~,~, ' 
'therefore, should be broug4t to his att~tlc)n. i.~i;~ 

. , 	 "'f:r".! :. 'No,a ~~~~~' . ) 

I. 	 .~~. /
I S'S/~ 
'\
L . 'J: ", 

http:oaneeJ;ltrate.on


I 

! 

...-------------- ­

. i " 

: Bote. was', l"l'$tlen.t8.c;I to the Depart men.:
.. ·t:bs tne h'enCh

(re te1eg,u 7l.Pal'ls.Janu8l'y. 5 .I"epeate~ .t.Q. London as5 
,a.n4 to !ern, as 3) th.atth8y belie", tbe 5.1$8 ..()~ not 
tol~rate an inve,st1gat1on by' .AU1~dte_re l.oot.adgQldl 

·:~he:ii~g(),t'lat1011S· ',~eildasbould 1.riQl.udit, the l.oot:ec1g01d . 
,.·>q:~i.Sstion,.. 'as to qtU!stio1l8' 011 the agenda theSwl~s',should 
'.. ,b€( ',.t.:oresa.rned. 'Thls' position;,· Wanel-. pOinted. QU:~" ·1s 

,'baSed.on the !':Pencb be11eithat the swIss are nolt .eon.... 
,sc,ien~e,$:pr.leken .....~ame ¢allingQan ':Je~veno ,11sef'lA pur~ . 

. :PQ§'fa,· ... andkriowledgeott.he SQs1tlv1ty; .0£ S'ilj,SS 1'8·' . 
;:;Ae~tl';al1'ty ,sover1.gnrlghts, and that *.g()odbus1nes~ ae@l;lleed 
':P~,,!:i;~l'l.Qiin~~p~ople~t swl,tz:er1alHl~ , .:' ."" ,. '.' " , 

. ::'~L~::::~~:::,T:h:i35~:!~:8 the ::q.par:tmellt ,~l'ees S~pu1d~$Itfo'rme.~.1.n '. 
;~4v?1l,~~\ th8~ an. ~Bslle will .be tnn(te 1n 1!or~com1ng negl),til3....· 

:;tfOllS::O.f .the.acquis1tiqn .o.t looted ,gqld:.fromGe;I·mB.llY. : . 
".<l;ll:lriIlg .• ~ war~A s1mUar ,1ew is heJ.:d '.bythe' Jr:~,t1~i.l. 


·.';llegarding advahoe.· pre$entatlonof1t~ms irieluried,11i agellda

.fr/i'inegot1at1on'. ,1ri.st~etloJ'15·. a;re ,being drnn~d. to·%'" :ae·rJl., . " 


. .' . '. . 'f 

. ":;:A4v1s$tbiSot.tlce of:taaet1Qllot\ItEW,Q.' 
f 

.' ." t ' . ~ , I 
,.J: ' 

, .. ' 

',' .'. 

\ 
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l' 
ColonelD~ L. ~ob1nson; Acting D1ruQtQr~ ,F,mance 

'Olv1s-1on.' For: "Mr~Kramer, Obiet" External 
.~, !., .A$setB BrllQch. , 'I, ' 


"FROMi Otrlce of political Afr.1~5~' ,r, 

.. ';" 
"~I,' • 

. . . . ': 
• I 

,There 1sg1YeD belowfQl' your information, a 'para­

PArase 01'- a telegram sent by Ma.drid to :the Department ot 

:,St'a~:. : andrepeate4 to this' ottica. ' i: " ' 
.', ",' '. , • ' • j 

'I, " ",,,' 

The entry ot trusteesh1p' b>.r OUr rioJa.i.r.lee5 into '\ .' ~. 
D~'p081to de, Oarbonesde T~mer1fe ,t~ok,.place recently_ ',',' '- ~. 
Based on 1rltormat1on seoured from '~ spanish dumm,y " 
J).lS t prior thereto, the nom1nees caused the COmpanyf S f: \) "-i 

former German manager, Janssen, to' 'take 20 kilos of !"l,;,:\:J",,~" ~ 
gold' out or the compa.n;yte sate and4epos1t it ~"l' 
voluntaril.y' w1tb. us torsatelteeping under proper bale-, ~ 
ment rec~1pt_ The 8014 b$rsare s~tated to belong to,' l'I'\ 
the SOciedadeInsulana de Transport:esJ!a.:fotit1mos. , ;"'\SF ' 
Ltda, I,lsbon. For the present and IW,1 thout 1nror,m1ng ~ \ 
tne Fore1sn Off1ce, we are_eeplilg ~the g91dunt11the . 
investlgatioll as to the offlle.rs~lp tbereo.f, is _lII.pleted.\"~> 

\""', 
" 

i f ,.1:;\ 
\ 

f 
ii,

;, ' ' toyd. fIl. : steer•• 
, Deputy Dizoeeto.r. 

"'qCi: " Oftice of Start ,S'e"u."'fl;t£W'1_ 
, " 

.,,-"''',1, ... , ...:.., 

.... , 

, 1 

,\
\. I, 
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TO z 	 'Mr. Jaok Bennet\..,~rector 
Finance DI .. ls~\_ii '~~'. '.. . 

il ' . . 

r~OIlI 	 Qffice of PO,UealAfralrll j 

.". 	 ... , I . 
There Is attached a copy of e. cable trom the . . . ! . 

A.merloanEmbassy , Lisbon, on the sUDjeotof gold 
, 


looted by the Germans and sold to the Bank of

I ,. 
IPorttugal. 
, 

For theDlrector: 
I 

Loydj V. Steere, . 
DeputyD1:reetor

I : . 

.EIiolosure: 

Llsbon t s unnumbered telegram dated, Ootober J 

Copy tor statrSecretary 

Telephone 42526 

Lj ( 	 216349' 
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,BRJEF 

10 ctqber 1946 

SUBJF.C T: Gold Looted by Germany and sold to the Bank of Portugal 
I 

TO The Chief of Staff 

1. Allied members of the Portuguese-Allied Subcommittee on 
Gold, at the 1 October 1946 ffi13E\ting in Lisbo11; identif led Belgian­
o'>med 962 gola bars in possession of the Bank ofi Portugal as remelted 
gold, estimated as 11,793,824 fine grams valued at$13,2n,600~ to 
Delegates presently checking with their respecti~a governmentsAa~ility

I ' for similar check on gold purchased by the Bank of p;ortugal from 
Germany during the war. , I'" 

2. If it is possible to procure certain data f;rom Germany or 
from Swiss NatIonal Bank as to individual bars s6ld 'to Bank of 

: , I ' 

Portugal, much argument with the Portuguese would be, eliminated. The 
telegram attached from Li,sbon prepared by Messrs J Rubie ,and SchmIdt, 
of. the Finance Division, OMGUS, who are returning to Berlin shortly 
trom Lisbon, gi va details of 'past activity in Ge~rrfl.n1 in this 
connection and indicate further steps to be carried out. 

" "I ,,' 

3. If the Chief of St~ff desires, I will contact Messrs. Rubie 
and Schmidt on their roturn to Berlin for turthe I infonnation as to 
what is being pIa,nned in this connection. 

i 
" 

, 
" 

.; , 

, , 
" 

, , 
, I, 216350 
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:':ltte r 'ded'1 

, 

Lon.don. 
T10 I 

2. 

i .
OECL~SSlfIED 

; A'J!t~J~::y ~~'S1. .~260 eb~ 3~~/ 
~ 8,-~l.. NA?A Date ~~ . 

'._______._~ J_ _ 
H I~f-b 

:''}·I,''·~':,~·'i-·~ ~",:. iTI 	 1'1';' }T'r")
.t:.I..l.:J..L"""..I. ... .-	 .l. . .:'i. .... .c 2 

h',=;r1 
:1):/ 	 26 October 1941 
t~:1C=; fol 

. f , \ • ., + T'''' ··1 

\ .' ; 
 ~)Cl1Bs~orlS o!,.:; \Jl;~l(;;f~Xl .J.::' •.::lllCt 

"'11' •. ~ ..... , '-In -,~ :::.r~ ',' .\1.b.t . ,.!\.' t~..L t':; l;,~ _ 0 ~#_ t..·..L l\/ 

13. r)T U.S. t:n 
-81.:9./ t11st ~i.j:IA. st gr!. 
contrects until cOJ'vsrti1ility is I 
c:!/"++'" C>(~ 	 I . •0G~~.L~J. 	 . : 

( :2) 	 Eest tio[l ~8.W on l'h:,rs j. c;~l, . i. ttfi:-llJ It;;; 
:prOr)ia:l"ts~ \;\~j_1J._ 1)(:~ .l:n.l1)lif,::,;1'1t~(J sQr(l(:~ t~L~Tle 5JJ. 

D Gr. Ce~tr~l C j~ S±ction to be Aet' 
+0 .., P t'''' r,,""'"'! I ~". ,. 0'"-n 	 .~V . ...L~.. ~LL~~':~i.":1t l:.: t lV .... J.t":..·.J. ..-1.., ,;:. 

'\.lntJ~:',ter(~l, bizon·,:tl 01' trtp ti te baAi.s. 
(~nY'>",p'=1 1",,,,, ·' ..·... 1·'·'11 .~ 

• ...J."':.J. ..... _~~<. ' . .<. ........ ~." .i: t.j. ·:~ .•. LL:., . 

ti. t:LOl1;:\.

I . 
58 Miller. kjn~ ~r.~obertson, 
11::'_0. not}:'j.r:e,' to sd:y.'­

".",.,.'_.•;4.• ... ..,8. CI,. o~t +'1'" t 1..........''1(' _J:_.~ .J..•!).1 ~l.. ·"/' .. 1':" .,\4,::>_~ 
· ··1"'.•."' .... J...~, ~ Yl-?-)Y...."·.. t~ 1), . .l~.1. 1'.".·".A."'" .1..",I.! _ .L..:_ ~1.. t~ 	 __ 

c '-'.-.·..·l·V -("ro'" <'.~,r,,'; t"nrl~'rl ~",CO - ..,.:l..tl'<f" t:;C' .;'.,'.';.... '..'.'... -.L' :)-n• ... ,,1 oJ., -L' "~.;; ::;.. ... \"'.t. .'. U -1-.... 6' ~ i _4 

, Doll:~rs Id b~r S'Niss (~yp c.re'-ltt~: for!:cccou.nt 

of , oll':'J.::dc~-. Lj eS1I1 61 sst, no ljfu.i'~''::;'-
t·.:j OP_ 


(1. 	 :~':1~ • Sc)':. ',A' e, ~c ? IT ;:1.".2 Tn (:] t 11 (~~~,t r!J-l e@ 
I 

t 0 f 
st~;t tiCDl '- r'.'!poTt 8 liihi are ~Oljli' being 81..11)­
mittGd to soffice. a8 paR6e~ o~t a similar 
,list to :8r;,:;1.1ch Chi.ef. I' . 

C,kE; ;'It this 1;05.11t rege.:>:cli.'(l.g t}~;e 
':'otmdrot;'!) A<:;:·+ctir.ig e:r'.'..:1i BJ'!'3.D..ch. 

Sr)t~cJ.fic crise, in \N1:l'8]:t ~:., p2~pE:~r too}:: 
OG':; mO}:ith tc [;0 thrn four !:Iuehes, '':.ttHJ. by tb:~.t 

\;',,'E:3 me s81 t;:i:3.nts p:.::rticul.·;:,r 
to t:~j,:ng8 of thi EO Bort.t 

I '. 
.. ('- . Lt.C()J.Sto1:::er 8::;!oke ':It fr:;:::tt lr-nf2't.h "'(:"31'0 1 '1'" 

tIl,? fll1:,etions ('I'f 11is c,:e~eice. Iib·'''~["~11.t;'¥·'t11~; "F·j.. ~.:·],:r.:c,~.; 
~e ~~n' +n ,:~ l ~imTIivi on Drsnches to dele I, 'f!'::' ..-' ,,'... ~1V4..1. ;:)....l..-0 1 

on n.1 of l:d..n prol')lerl1,g. I Cl.o(:c;s :nht'JIYpear tJ1J:'t. 
is 1.:Jvolvt?d. 

'. 	 ., 
.L ­
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II: 	Q!9.Qm*, ':m? :g I&WI. 

• :9:. 

I 

'\ . 
: 1. ! lett~r~nk~.lrt' Sunday atte:rnoGft, ~a $e;pt . 


1947 at 16)0 MS.; by p l.ll!ne SJ'HI arrlve4 it! BerUa lle() Us.. 

and rei1ate%"ed at , the I'Ralml!Hlk Rouse. J;l'E!ported to Fla••• 

Dtvi8ion Bonday IBOin1.~ at OS-,o brs.I delive:rM te " 

Br.llen.4e:rt::tua letter c:a tUn over of eul"ene:,. te IRO' and 

talked to him brte:t1.1labout brt.ng1ng Up the matter o~ the 

11.te Q,f! Curl"en~! Section With Ur.ael1~ , 


., : I' I ' 
,'" I tt' :.., ·d ....... ' , ~ t'''' .,r'~ . fl. '. -, '''J'f>,.!' .l'!.:.. n an,ue, IorL..e ""'~'"'''' con. ere ..,ee, '.,.- c.,., was 


presided over by ~Qr • .Bd.ll HI!.c1 :'ltte!':lce.d !by ,Mr.Aildn. . 

Mr .Reinsel, Lt .Col.'Stqker, Mr _,Race, Itr.'Sender, Ntr.Jones. 


, Mr.SchWfil"':tand MieJ'e Miller .. The m(;'m't~"lgl"ilsHi very brief'. 
Kr .Ba.l 1 .had nOCOlmrHln~a. Mr •.Freeman a"vised that paj'ments 
to P1\" 8 ir-. i3or},in thru Stl1~dtk'ontor had st,artcd. Mr.!e;n,der 
d1fJeu$~3ed the del1v'ari of: g1)ld:!rom tlie Itl~D :in connection 
wi tlt th@ gold l;ot. :,rhey ,~':l,r~t. st:lll awaj]t1.r..g def1n1 te :1m.... ­
atruct1cms. Mr.Rose; advised that edght American cars bad. 
beem. picked up in.· the ,1,Soviet Seator 111 Berlin on Sund.ay

, , I 	 I'
by the Rusn1ansand, wap.t~lIomoone to'lfilJ;d o,nt why.

Lt.Ool.,stoker talted, ablout hiashortagt" .0 .. ; help .. When I 

wa,8 called upon, I men,t1oned the :folloWing: . , 


([\11) 	 )epo8j.tory~s look1ngover 1~~~ecordsto 
,dete:rm1ne jus' what beloll&,ed. into the gold. pot.

" . ' I' 	 .
(b) 	 That we we're p;rooe:e41n.g wi tl'l. pa, fir work in 


. con:neo't1on Wi th Cf!,nTeno1es to b$ turaed' over 

,to IRO whlle waIting t"or okay from 71nanoe 

Divi8ion. , I \:. ' 


«I) !hat there ~a8 ,pending for release 6,OOOeuats 

of d1.amottda,"o Rol.land!nCi eJ'tU'reno1.es t·QIRO•


. I .. 
(d) 	 That the Curre:t;1oy :Seet1on lYa.s ctU"ren.tlJr prO- ' 

eeald.1JS ove~ lq0m1111on marks in' Q·ertif1cates 
ot Oredit for 1.'8·. . ' . 

! 	 I I 

,. Aft·er til.• ,6.\1118 adJournsd, 'I talke:1! to 

IIr ..Jell. .with 11%' •.:8 end.e~ phset t re~1ni the Cun-ea07 . 

a ... t1011. I uked. lir.~l _. t new ao,tlV1t1... if tJ7J8, 
w.uld 'be a881p.04 tt) 1~ by f1M!toe D1v1sion•. Ot:thand 
heeauld not sa7, h,~ t~01l8h1:p08tl1b17"'e m1ght be . 

, oOlmeoted with thecmnrarUl7 refo!'m. I then ask,ed, htm 
how 108&414 the '1l:um~,' Division want I the Currenq _ 
Seett.qn to .uat. Be oow.d'not answer that question 
at U1e p~$ent time., I Ith_ .t~14 ldJa ~t .,' the CUrrency 

_. 1 _ I ' . 216356 
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I 	 . . 
Seotioa was 1ft prooeas of.lJ.q:aldatl.on :at the time 
1twas assigned to .OU~US _d' that the: only new . 
acrt1v1t1es. a'taned 8~oe _t Ume were payments 
~o ft' II. the cmstodilU18h!.p: of the A%fI:1.. JlltU"ks and 
MO Oourt t1l1ea, alBiO ~hat _ were goiJis nt 0:1 the 
KG court fine business v·cery shortly and that 1.t 
might b:e posei,b1.e to iet~lrn the .Al"m.J marks and PaJ­
ments ot .PW's to the !~rmy'. Mr.Blall rep,lied bl eq- . 
illS that 1f1e eouJ.d ·llot!get .rt40f thO,Be aotinii-ea., 
I tll.en advised him that we1ft!<r'ud oont:1i.nueas heftto. 
fore. olosing such F.'lct.1:v1 ties ·uposslll'bl••. lie 8118'888t­
ed that. it possible, II take On other.dut1.esas the' 
c:JtUarencrt $'ot1v1tiea tookle88 8ft4 les~o:t·my time. 
fhatolosed this d1sOW!siOll. . :I· 	 . 

4.1 talked to Mr.AjJd.n..,b,ottt; t)le minting 
of new co1.ns, t!lnd .hea;drt8}ed th!it the lway had. been 
oleareci and the.y 'B'oul (\ SOOt; start tbeaetual work .. 

, 

5. I left »e~11n' on the 1910 Itrain, 29 Sept.
andre'tur.:led 	to duty t1o-day, 

.. I'I 	 . i 

'I 
, 

I 
I 	 . 
: JOSEPH A,. ANGOT!J:'I . 
H~a4 ,CUrrenc7 Se'otion 

: r' 
I 

, , ' 

I· 
I 

I 	 , . 
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I ". .," I 

SUBJEOT: Weekly Progress Report fer; Week eruiifD.S 
, 24 July" HJ~8 ' ! " I, ... 

. 1 :..;... I
! 

. !O •• 1Ir. Gabell: 	
I
-.' 

I 

'FROM : Depos1torrisection 
. : -,.·1 ' ' ' 	 , i 

I " 	 ',. 
'I ' 	 i

1. Gold Operat~on'lVo. 2, Shipments 31 &; ~2 were 
,delivered to Pan AmericanA.irways on· 19 JUly, .hipDJ~nt 
33 on 20 July, Shipm~nts34 &; 35 on ~1 July, ~ip.ents 
36 &; 3'1 on 22 July and Shipments ,38, :391 40 ,&; ~1 011' 

23 July. 	 I '. ',,' ',. ,I 
2.' Mr. Hallertll'i~:a:rr1ved from Berlin. on 19 Jul,. 


to help in the prep~ationof a secu.ritie8ma~~er list. 

Be left on 23,Jul"1f~th,work'papers ~overi1l8 s~Cu.rities 

and also with 3620 ~D Inventory Jorms covering part

of'recent turnover of Law 53 assets from Russian Zone 

to Landeszentralbank:Frankflirt.,i " , ;:1 ' 

. 3.' On 21 July ,;ransfer of the pontenta ,.~~ the 

Air laid Shelter to~e Lower bin Vault c01.BDl..~ced. 

!he only items that ~1ll be left in the.Aif,~,,~dShelter 

will be certain e:xtremely heavy .lotsisuch as ','1() tons ,,' 

of ailvar in Shipment 56, B.oumanian ~d. Yugoslavian

silver 'COin, printing plates, and Pr~iiah lPranc~,. 'It is 

eXpected that it Wilf take 7 to, 18 d .. ystocompl~te

this, mo~ement after which it is pl8.lU;ledto beg~n work
UPOJI the usellbl1D8 rth.h~:r/p~ ... 

'. ,EDWIN: P'. ':;;;;;;;:r, ' 
Bead Depository Seetien , , " , 	 I 

I 
,~ , 

."" . 
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OFFICE OF MILITARY G01VERNMENT FOR GERMANYI (U ....·•;,.;""__"''''''''''_''''''-'''~-~'''_'''''''ffi~ 

. (Rear Echelons). ~ 
. fin~nce Divisi.on . 

foreign Exchange Depository 
APO 757 

) '''" 
26. August 1947 

/' 

VE~ORANDUK I 
" . 	 ..-....... - ... -- .., .... ~ 

Subject: Report of Trip to BerllJ. 22-25 August 1947J 
I 
I 
I 

From. : Major Reed. 

To 

I 
1. Auto.mileage .was.-appro~ately ..580.. lans..one. way.. Delivered' six 

Cour::lerpareelsto.Mr. Ben"',rat..Q900,23 August.,' . r 
. 	 ' . . I 

. 	 . I . . . I . . 
2. Mr. Smollar.wa.s .in the..,,0f'fic.8on ..the morning of' .25.·August.and con- . 

ferre.d.withMr.:.Bender. relative n$cessaryarrangem.ent.s .. for ~CR .crating to be 
charged to .. Ge.rmaneconamy.. Mr...G~bell was .inf'omedbYtelepfJ.6ne.that it was 
bel1ev8.d .OMGUS.(Rear).,oould. e:frec~ the .transition. with Military Government. in 
Frankfurt,. . I . .:. 

. 	 ~ .. .. 
.y: jJJ 3.:Mr•. Bender reqUestedthr following: . 

vI. )7QJ/j/"J~:! (a). Acop;y.. (8 pages cOflprising 4 li.·sts) .of Netherlands 
.'" 1j;j!;' :...J :..... Dia.mondsfor..BeIt'! 	 .. rlli.:n.' off'icefi~;~s.

'; ·Iyr. ) I" I'
~'-'flU/ ft. I~.j.~ (b) .A 0.01'7, if avaUa~le, otHungarlanasTets inventory
~ 
i4 i~f "/~y}.. tor file. . I'vi! 	 I 

'I 

. I 
­

~ '1.1f-	 I .VI" 	 /i' .':./ ~ .(c) A copy., . if available" ot. IGCR assets' inventory :for. 
V ~. ~l I 

u e. 	 I 
(d) .' A.c()py . of' the .1nv,~nt.ory of..IGCR.. assets (for attaohment. <" I:' .1/• 

.to. the authorizat*on. of . Nleas.e)., as requested by tele- ../,s.. N 'I. 
phone. on August 25th. 

. I 	 •I 

4. Aconf'e~nce w~~;he1d~~~OJJl.lll() hour:sto 1150 hours, 25 August, with 
Messrs. Ball, Robe:rtson" ~~~es,SotIwartz,.J3ender, Fr.eeman,Conrad,Rose,~ej;nsel, 
Aiken, .. Caldwell,. M~8~.. ll~tt~r .. a.ndI't~e undersigned .att;ending. . Discussion,s 'wereo:f 
general.nat\l1"e........ s~9:tfic.ipte.rest, llr. Ba11.~~ve.an8,ccount olhia. visit 
to Fre.nkf'u.rt ~.CCiIIlpliiD,8;I1tal'Y'l'Jemarks concerning F;ED operations.and the satis­
faction .Which:the.vlsit at.forded.him ...;" . .. . 

Mr.. R()bertsonspoke oti·a new .directive.whichrequirel! reduct,ion of '., . 
cable actloneopies. lrom 11 .. to, ~ eopiesand ..inrormationcables fr0Jil6. to 1: copies, 
which ..was .:f'elt.to...be. _too radical! reduction•. Reduction .was occas.ioned ..by.. paper· 

. 	 I
shortage andlor.security reasons. 

. 	 '.. I . 
I 	 216359I 
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. I .' . 
Mr. Rose brought to ,attention .the fact that General Clay has indi­

cated his desire for discontinua.n:ee of all censorship by 31 December. . This 
applies particularly totelephon~ and mail•. _.. . " '. . 

)liss Miller and Mr•. Y.c.>nts1nger?discussed job reduction program' which, 
it was eXplained, would not effeqt prese,nt incumbents. However, when a person 
leaves a job which has been reclassitied.loweror ha.s been recommended for elimi­
nation, replacement will be gUided accordingly. FinAnce Division was not be";' 
lievedto be effected by re-classitication. " I· 

I . I 

The ~dersigned spoke iriefly of security 6perationsin FED, the re-
I . I 

duction of military .guards f~ 32 to 16 daily' with ~ncreased security through 
installation. of alarm system and/outsidebarriers and how operated.
.' '.' I . 

i '.'
• '. • r/ . ·5.. The undersigned retumed approved Netherla;nds and Hungarian releases, 

authority for opening vault room1 and. one paper on silver identification.
I ' I 

5. One sidelight ofinfodnation was the .fact :that four American 'ears 
were stolen tromin front I».rHa:mock House saturdai night and Mr. Ballts resi­
dence was burglarized with .loss tf all· his clothing. 

d!?tiZcf 
GEORGE N. REED 
Major, .' 'A~D 
Chief Securiry Officer ~ 

I . , 
Reed:ib 

/ 
I 

,,..!...... 

I \~\ 
I '\, " \ 
I • 

.. '1'" ~ 
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IlILE 
10 June 1947 

StJBJ];CT: Berlin TripI 
i 

TO : Chief of Brallch 
I 

1.' No cal' met me 
I 

at the station in Berlin. Capt. 
Rohrer said that a car was sent but did not arrive until 
after. the bus had lef~ for o:r.mus. . I. . 

2. Mr. Bail presided at the Staff Meeting and spoke 
on the following subj~cts: I 

a. Only one! Branch - FOT':dgh Exchange .and 
Blo cking 'Jontrol - ha~d' any further gr~ipe to make in con­
nection with the. cri t,icism made by Osltrander. 

b. washing~on claSSificatio!n experts, who have 
been reviewing OMGUS iclassifications J , will stay a little . , 
longer ':1nd ma.y p~ssiqly review every /job inOMGUS.· One . 
case WhlCh was gl.ven Ito these experts as a test was a CAF-13: 
in f or. a promotion to a CAF-14. Thei studied the job 
descri'ption and dropped it to a CAF-11 •. 

• I , I' 
. c. nothing!much happened at 'Gsl1eral cClay's

'. . I. .'
weekly meeting as th~ General had to leave. early to greet 
Secretary of War Pat~erson. 

, 

3. None of theiBranches had much to report and most 
of the time was taken up by :Mr. Anderson who' told about 
the radio program uKllow Your Army" wfUch is broadcast each 
.Friday evening at seren 0' clock. This week it will deal 
for fifteen minutes With the Finance/DiviSion and Mr. 
Al1dersO~l told me thalt. it would deal principally with the 
Foreign Exchange Depesitory. ! 

4. I L':entionedl the following i ~ems: 
I 

a. The IG iinsJection 

b. The li~'ting of Dachau p,ackages
I /. ',' . 

. c. The IGQR inventory turnover. Anderson imme­
diately ii/anted towri te up a story, but I told hiE that 
it would certainly 'ge best to clear anything of that sort 
with FED. 

, t.: 
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5. Before the conference 1Ir. Brown and I discussed 
i 

I.certainitcms as fOlt oWS : 

a. The release of the l;orman' Helmet. The 
necessary release hai. been signed and received by lmD. .. 

b. The desire of the ,tl'ethellands Goverr...ment 
to have Itr • .Ascher come to the FED tb check on diaJIionds 
which ,may belong to ~is oountry.IIlrl,Brown agreed that 
hIr •. ,Asc,tJ,ershou.ld not; come until aft~r -the' invE:.'ntory is' 
co.r:pleted. .Mr. ,Brown also asked that 11)~1 Gaoell pre:Jare 
a memorandum tot:hat: eff'ect to be Signed O'l ~ii. Ball-and 
to be sent to the Poiitical Affairs Bivision. 

I I " 
c. Tllf3 latf:st Hungarian cable. Brought back 

a copy. ',I . , I; 
d. Tile cable on disoosal of currEmcies. This 

has be'en consiclerably revised- from i is original form. 
and. was· expe ctCJd to be sent to AGVV'AR during the da.y; Monday. 

! 
! 

j}~U?I'; 11/
FREEltAlJ 11. Gl' 'EiJ]~ 

Assistant ~ea~J Deposltory Section 

I . 

I 

I 
I 216365 
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SUBJECT: 	 Report of Trip to Berlin by Mr .Angott i 

25 May 1947 thru 27 May 1947. . 


TO , .. 	 Chief ofBranch~ .. 
I 

1 
: 1. I left ]'rankfuit on Sunday evening, 


25 May 1947,. on the 17.35 train and arrived in 

Berlin at 8.10, 26 May 1947'. The .car-,that . was 

sent out to meet me broke down somewhere on. the 

way, an9. I took the bus. 1ncidentall~, ,this bus 


. no longer goes.direct to OMGUS, a chan-ge must 
be made enroute to another bu.,s, whichle:ts:yo1i 

,out in the vicini ty·of . True.man Hall, :an Unhappy 
situation if you.are encumbered with 'baggage.

i ,; 
2., I arrived at Finance Div:isioil at 

9 o'clock and immediately went into qonference with 
. Idr.Bro'.l'Jl1 with reference to Mil.Govt.Court Collections. 

Iv:r •Br01.,vn succeeded in. having Mr .Ball',approve the 
change recommended, which was that the Germans're~ 
ceive these Court.Collections instead of the Currency 

Section. Concurrence is still to be worked out by 

the Currency Section of this office. 


3. I told Mr.Bro'JIm that a proposed reply 

to WX-96654 had been sent up to him,anc1 he confirmed 

having received it. 
 I 

I 
, I 

4. I next conferred with Mr:.Robertson re-

lative to increa§es for Ililr .Harris, Mr,.Bli ss, Mr .Herman, 

and II!Ir.Swanson. ite informed me that the increase for 

1£1" •Swans on had already been processed. 'I believe ,he 

talked. to you. over the phone about the other three. 

I also. advised him that we would have no Enlisted Man 

to be used as a temporary replacement for :WIr .Scott in 

Col.Stoker's Office. 


'5. I next attended the nEeeting, and the 
following took place: .1 

I 


I 

a.Mr.Ba+l 'Nants people to referred to him 

on any matter of importance.' He was recent­
ly embarrassed by not knbwing what had 
happened or who ..b.,g.d visited one of the 
Branches. ~,r;o' . " 

b. 	 Major Bacon, Secretariat, had nothin~to say_ 

c~ 	 Coi.Jones, Public Finance, brought up the 
point that legislation. had been p~ssed:by g16367
the Germans in the US Zo~e contrary to ACA 
regulations, due to a weakness in the MG set ­, 

:.........' 	- I - , i 
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up. He pointed out that the' British did 
not' have this trouble and that steps 
should be taken to correct. 

d. Mr.Brown, Deputy Chief, had nothing to 'say. 
e. At my turn I told them a00ut the following: 

(1) 	 The . coming IG Inspection. 
, 	 I 

(2) 	 The IGCR situation'which is about to start • 
"i ' 

(3) Reduction of German personnel. 
'I 	 , 

(4) 	 Schedule ofcurrenci~s, which is being pre­
pared for delivery t9 Finance Division., 

. I 

(5) 	 Mil.Govt.Court Collections. 
I 	 ' 

( 6) 	 pwPayments. I 
j 

(7) 	 CU1'rency flown to th~ BritishZone. 
(8) 	 That Mr.Freeman had finally got On the plane 

for America. ' 

i.. 	IvIr .Aiken, Ii'IB, had riothing to' say. 

g. 	Mr.Robertson said that Classification Experts 
would visit the Finance Division in the next 
week to find out ,whether; or not pe0ple are 
being overpaid.' Mr .Ball, told ,me that he did' 

. not think they would visit Frankfurt.Mr .. Rooertson 
als0brought up the fact that Finane'e Division 
might lose their TWX facili,ties. I pOinted out· 
that that would be a defin·ite hardship on us. ' 

, Mr. Ball directed thata staff study1;>e made by 
Mr.Robert~on. 

h. 	Mr.Tannenbaum had nothing to say. 

6. The Meeting than ,broke up with the sta temen t ,by 
Mr .Ball that there would be .another 'one next week at the 
same time. 

7. I conferred with Mr.Stern, FEBG, regarding Mil.Gov,t. 
Court Collections .. He will expect our , concurrence ,but not . 
in sucl1. a hurry." ' I 

8. I left Berlin at 7.10 and reached FrankfUrt at 
10.40 on 27 May 1947. 

. Head·, 
. I 
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Friday, 21 f:rare h 1947 

::) Saw Mr. Stern of rn & BC and intluired as ,Jo what had become of 

securities holdings of Reichsbank, Berlin. stern' stated that whatever 


, I 

securities were held by the Reichsbank, at tim,ei of capitnleHon were now in the, 
hands of the Rlssians and that in his opinion :the Polish claim for. securities 
should be returned to them wi th the suggestion they tal:e the ria tter of 
restitution up wi ththeir allies the Russians" . 

Discusser:1 the matter of Wuerzhurg ~ilvel' poins with Mr. Jones (n & Be). 
It c,eveloped that Stern haC! !'orwarded the orig,il::!sl intluir;y-.' Jones called 

Stern in, but latter stated ,he had not yet rece!ved our reDly. stern 

departing Sunday night on a trip invol ving setting u}') of organization 

to disburse PW payments. "" 


stopped in to say hellow to ~.~r. Hobertson;. , r,r'old Lle he had 17 or I C' ,5c'O 

Zreel1Dacl<: nollars which he wanted ,me to brj,ng pawk to .l!'rankfurt as COt;,rrieZ'. 

It was also decided to hoJel CaIlt. Irlenb:"I'l1 ever os an armed gUard. 


Ball at ITaI'i:iilch House for Messrs. Bennett' and Ball 

'J,ui to a swanky affair that was held, in the main lounge. I<!essrs Bennett 
and Ball with their wives ('Ball marrie'd twowe~ks ago) greeten '"C1cb arrh-1ng 
guest ,with Robertson making the introductions.: Women all in eveninggovms 
and corsages. About twelve men wore tuxedos. 'Free drinks, Hars d 'oeuvres, 
and nunch. About 11 n.m.the musicians called for an announC8went and I,1r. 
'SroV'~ gave a short s:9~ech calling attentio~ to the purpose of .the party ­
Bennett's leavin;; to what might be termed the :Eeavenly region. arid Ball 
taking oyer in Bennett's place, and also stat:tng that rle !:a6 been wondering, 
"Nhy he (3rown) 1~.8c. been asked to IDI"!ke the speech6f Ilresentation apd that now 
-he knew why since he l:ad to admit being embarrassed by the fact that the item 
to be presented was not yet available. A.t any; rate it would be a,scroll 
bearinG the signatures of an lflembers of the Finance Division. 

I 

I\~r.' D:lnnett spoke rleasantly thanking eVe~YbodYfor their splendid 

cooperation and ho1'ing that thesarne help woulc be extended to Ball. 


Mr. 39.11 then spoke. to the effect that sinc,a .Mr. Bennett had ,£one to the 
Eaavenly re.:::;ion there was only one other place feft for him to go' to.· Stated 
t6 c.ic not hope to achieve the sarilS degree of accomplishment credited to r,tr. 
Bennett but that he wou1a d.o his. best. !Se goti a good round of applause. 

I 
I 

The FBID contingent was present in full strength ano lOOKed very present­
. able. 

:Sa-Cureay, 22 1{arch 1 q4? 
I 

SawI,;r. Rose and obtaineC! files coveringPurl1 interrof:,;ation. Did not 

sign receipt. Frord sed to return same after p,eirusal. 


,,-....­
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saw :Mr. Kagan in reference to getting transcript of SS Loot testimony 
develo:p.ed at Nuernberg trial. Fortunately his unit had mad e preliminary 
surveys of this matter for use ofprosectltors Eitthetrial and ~e bad this 
report together with transcript of actualcros~-exa,.'nination at trial of Puhl 

. • ! ., • 

. and rohl.. Be turned over all these files to roe: and I signed receipt therefore \. 
Also infonlled me that further interrogations ~re pend ing ano . in event we have 
any more Iioints requiring clarification to send: him a memo which he will 
forward for inclUsion with other matters on which principals will be questioned .. 

. . ·1. 
Claimed he enjoyed close personal contacts with: investigators preparing caseS! 
coming up for trial' in six weeks. . 

Spoke to Brown re Freeman .non-concurrence taw 5.3 matter. Told him we were 
merely trying to be helpful and that a.:..wri ting! on this subject may soon be 
expected from F.E.D. :Ol:'ClWTI stated he feil t our proposal was. a good one and 
that he felt Freeman also appreciated our efforts. but that latter's. 
jet-propelled nature left littletiIue' for tactful consicerations. 

, 
,.I 

Brown will come to :Fre.nkfurt on Wednesday to pick up his new Ford' car 
and ~oU1d appreciate being met at station by F.E.D. 

Monday 24 March 1947 

Savd,lr. Adler (on Brown's instructions) 1'e matter of nurnisna tic coin and 
BeichsbaTi.k securi ties~ Be has close contacts with :Reichsbank anc expects to 
he va a meet ing with Gerlich of Barl iner StaB tkontor today. Gave hirney phone 
number in "Frankfurt'. 'j • 

Robertson info!'r:1eCl me Capt. lrlenborn left, b;:,r plane with $ 19.000.-..,. 
th.is a.m. 

Meeting (Ball) 
" .,' 

The forty hour week arr.angement has finally been definitely settled on 
previous basis, i.e. half' off Wecnesday .Afternoon; talf off Saturd.ay a.m. :no 
all aay closing ,SatUII'JB:rS. 

C'r.m. Keating states some Branch Chiefs were in ~. of writing 6r cabling 
to Washingtin 1'e :Dolicy matters without letting: their Branch Directors know • 

. Consti-Cll.-teSilE elci,ul'r'Ei.8sing situation which fnlJ s1;· cea8e·•.. General Keating also.· 
suggested change in hours from 9.'; 6 to.9 -5.Willbs put to vote.Eall 
laughingly urged eV9rybocy to vote for? - 6. as: he liked to sleep mornings. 
Prevailing belief however that vote WGuld' be fa~ourable to change to e. - 5. 

o ,j , 

Ball stated he has decided to c. iscontinue c'oming to office. to work on 
Sunaays but will always be available for any em~r3enc~- at his h~L1e. S9.td he. 
tried that out yest~rday for first time and foupd he felt muetl better for it • 

.216370 

http:Saturd.ay
http:develo:p.ed


UECU\5SII;jEll 

, AIJ!tr;Jii:yl!.MlZ 7:iOS1. 

: 8i'_~~ NAR~. D?ta~4ill " 


I 
Dro'wn was seated e,head of me at meeting and \lsat me to the Hungarian eilVel' 

restitution topic" He later informed. me that F.R.:D.would be solely I'e~onsible 
for all n18tters in connection with this restitut~,quand all questions, sugzestions 
ane arranc~er::ents will he cleared through Colonel Brey, so that F ,E.D. will be fully 
awar~ ct aU. t:.i..raes of develo~')ements. I ; .. 

I 
All Branch Chief s shoulc. keep Ii:r, Ball infornied of cleve~.oreman t s of any 

nature so that re will. have rome fam.iliaI'.ity wi th IS~h~ect in eyent of telephone 
calls. i ' 

t'r. RORe :i.nforrned me two Fre:\c~El.en wou:.e ar~~ve' in li'::"aDkfurt on '.!{'ecnesdaJ',
I . 

i,Tc\rch, for ~urliose of 61:aJ-:lining our record sin' lI'eferenceto Belgian gold and 
tb€l.t Er .. DaH had given his consent hereto. Asked ~o to proviae Frenc:t.r::en 
with a lett·3l' ecdressed to us fori(~er.tification :r:jl:l~9I3es • 

. . I 

I .r 

I 

j 
I 
I 

I 
I 
I 

! 
! 

. I 
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, 19 March 1947 

SUBJECT: 	 Diary of Trip tc{ Berlin by:Mr.Josepb A. 

Head, Currency Section. 


.TO . 	 Chief of Branch. 
-.~:, 

, , I

1. I1eft Frankfurt Satu:rdaiL 15 March, 17'30, 

by train, arrived Berlin 1100, l6,Mar~h, 'registered at 

th,e Visitors Bureau and was billeted ~n the, Gossler 


'Hotel. 	I reported to Finance Division' 0900, 17 March • 
I atterided Staff Conference, starting at 1000 hrs. 

2. This meeting was presided over by

Mr.Bennett, who, spoke at sOIDe length,' expressing

his appreciation of, the efforts of his staff. He 

pointed out, that the problems would' b:e greater in 

the future than they had been in the ,p,ast. Among

them were ,the following: 	 ' ' 

a. 	Development, of Germanbankin'g system. 
b. 	Property Control to be conducted in' 

such a manner as t~ leave no possibili ­
ty for criticism of the Finance .Division. 

c. 	Foreign Exchange and B'lodkirig Control 
must be very careful 'notfto have its, 
purpose defeated by our Allies and to turn, 
Blocking Control over to :the Germans as 
rapidly as 	possible. ," 

d. 	Public Finance must watch 'over Occupa-'!:\' 
tion Costs and Tax~tion, ;so that they
would not become tooburdensome. 

:3. Mr ,Bennett, ~fter 'stating that he wO,uld 

be available far advice and that he did not know where 

his new office would be, then turned) over the chtiir 

to Mr.Ball, the new Director. Mr~Ball stated that he'" 

was happy in his new job" and would do everything in 

his power to carryon in the tradition left by

Mr.Beruiett. He stated that relationshipwith,ather

Divis10nswas a problem,but did not state what the 

prob~em was. ,: " 


I 
i

4. Lt.Col.Jones, Chief, Public Finance 

Branch, advised, that German income tax 'would be 

higher after 1. April 1947.' This will'be caused by

the fact that the,American and British, Zones did 

not comply with ,ACALaw, which allowed,no deductions, 

by allowing a 39 mark deduction. This may cause some' 
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grumbling among the Germans •. Howev~r ,ic~rtain changes 
are going to be made shortly to adJus~i: ..'~~~,~;;e8 • 

. 5. !VIr.Robertson, Administratiive, Officer, dis­
cussed the 40 hour work week, pOintin'gout that the 
hours had again been changed and no .Sa!turdays off were 
contemplated. He stated that an e~ception would be made. 
in the case of the FED, since it was in'Frankfurt~ He 
also called attention to the fact ~, I d ctlon 
indi enous er d b

1 e sure h t h Branch 
e meeting then ended. I' 

. r· .
6. The following matters wer:e taken uP. by 

me with. the results noted: . ; ,: 
, I ' 

a. 	Redeployment and Replace~ent: of 
Sgts. Light and Hofstette~ and 
Promotion of Sgt .Hernande'z: . 
I turned this over to Mr.bhristenson. . 	 , I 

' . I ;. 

b. 	Collection of Advances toi'MG: Missions: 
Mr.Hagen, FIB t advised thkt the Czech 
Mission would pay up this! week, but the 
Chinese settlement would not be made 
until-June when the Chiefl of the 1II1ission 
will return to Berlin.','f ~' 

' 

c. 	Settlement of Advances totAllied Governments: 
IRS and proposed cabie to! the War Department 
was turned over to Mr.BrQ~, who promised 
to take care of"it) after fi' ,little· discussion. 

d. 	Disposition of AMM Held by German Banks: 
Mr.Ball advised that no abtion coula.:be 
taken to retire these AMMi 

I 

e'. 	Delivery of Reichmarks to IGerman Trustee 
of Reichsbank: i ' , ' , 

I
I advised l\Ilr. Schwartz, FI~, that no action 

had been taken by us to-d~te· as the vault 

had not been prepared by" lhe ,German Trustee. 


f. 	Partl for Mr •Bennet't and Mr .B,all: 
l\Ilr.Hartch, Chairman of th~ Party Committee, 

advised that there would be no gift involved. 


g. 	Amount of Balance to be Maintained with 
Reichsbank Bremen and Closing of Account 
with Land Central Bank Darmstadt: 216373
In a discussion with Mr.A{ken, Chief,FIB, 

it was felt that the deciSion should be 

made by the FED, and FIB would concur. 


'.......... 	 I , 
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. 	 I
h. 	statement requested by Mr.Ber;mett as to 

Excess Marks:onHand: 
Mr.Tennenba~ and myself talke~ for about 
an hour. I came away a little uncertain 
as to what he actually wanted. I pointed .. 
out to him that our statement shows that 
the Navy had actually return~d excess 
marks, but that the Army had not. I be­
'lieve he wants some.sort ofa,9tatistical 

study of the Quarterly Reports prepared

by this office together with the Monthly

Statements forwarded to the War Department

in such a form that he can show the history

of the CurrencY'Section aotivity with re­
gard to Advances and Returns fof Allied Mili ­

tary Marks. He thought also·that the Currency

Section should report to the,;Director, Finance 

Division, the retUrn of excess marks. ' 


; 

i. 	Central Control of Confiscated Funds turned 
over to Blirgermeisters b¥ MGICourts: 
Mr.Ball said that this was a im~tterentirely

for the Finance Division to settle and should 

not be referred to the Legal IDivision. We 

should inform him in wr-i ting iofwhat is go­. 	 r'j . . i ng on.", 

j. 	Status of'Revision of MGR, Tiitle 5, Covering
MGFines Forfeitures, and Cdnfiscated Funds:t 

I did notaccomplish'anythini .on this~ 
I 

k. 	Disposition of Funds Collected by MG Courts: 
I spent some time trying to eiplain to 

Mr.Brown what this problem wa:s all about. 

Finally, Mr.Ball sft in with:us. and asked 

that ari IRS be prepared, placing the question

before the Legal Division. I ,drafted one that 

was difi$pproved by Mr .Brown. I drafted another 

that met with the approval of Mr.Brown and 

then was 'sent in to Mr.Ball. Mr~Ball returned 

it, saying that it should be ,re\!ritten more 


· completely, stating all the i,acts 'as we· have 

them including the history. I, advised Mr~Ball 

that we were not prepared tocfurnish any' . 

figures as we were in, the middle of analyzing'

these accounts on our books. He said, figures 

were immaterial. He also stated that this is 

the first time that he had been aware of this 

problem and w()ndered, if Finance Division. had 
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concurred in the USFETdirectiv~, dated 20 Nov 
1946, turning C0niiscated Funds'! over to the 
Biirgermeisters.:I advised Mr.Br9wn that I would 
take this matte~ bac]:: to Frankf~rt, wi th me and sub­
mit a new IRS'i~amore complet~ form, to be signed 
by the Director, Finance Division, ;for· the atten­
tionof Legal Division. i' 

I 
. I 

i···a~ 
~ PH A. AN~TTI -: ~~. : Hea , Currency Seqtion 

JAA:Fi 

,.! 

i- 4 ­

........... 

, 
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SECRET 
NOTES ON STAFFDETING 1.:0. ·BENN·E'l''l''S 
17 EUteR 1941 

I 

Present. Mesars. 	B8nn~tt; 
Aikin" : 
Ball ,,! 

Bender ", 
Br own; 
Dirks , 
Freeman:"-' 
(eller i 

, 	 . 
Jfr .. 'Bennet,t opened the 

'I·,,, . 

Messrs .:platthauliJ 

'lReinsel .­

jRoberta on 

'iTenen'baum 


Maj.t Bao oil. 

Col. ': Jones .' 


:Stoker 

! 


I ' 
meeting by 0 ommen ting tha. t 

he had. thought ot haviag hi. la.t stafr m~e~lngoll. Saturday, 
the 15th:, when lIr. Ball a'~sume4 direotor.,~~p,but had d.ecided. 
against it tor the reason: that a number o~ POI'S ons w.re out" 
it being the f1rst Saturdi;\y ott under th~. [n.w forty-hour' 
work week .. , He then made the toll owing r01lf'ark," 

, , 	 I 

~I want you to know that I appr~o1a'te the aocom.­
plis,hmente of the Finance Divislon d~rln.g the time 
I have been privileged to be its Dir80tor. You have 

. 	 ' j
eTeryreas on, to . be proud at tho.e a,coomplishments. 
I told you at the beginning or the,yel..r~' In som.e . 
deta11, of the aooomplishment. 1 tho~ght outstanding 
and I won tt repeat t1:1em nowt ~ut I do want you to 
know that1n turning! over the' FiDan.o~,J)lvisl on ,to 
Mr. Ball as the new D.ir80tor, I 'am confident you 
w1lloontinue to malntain,unde,r the II"adership ot 
:Mr ~ Ball. that high~radepertormanoei "'h.,ioh ;you maiD­
tained in the palt. 'I know that lIT. ,Bal'l on his part 

. 	 '. I '. 
, 	will provide you with eTen better guildanoe an~ leader­

ship.'l'heproblems that lie ·.,hea'd; Of oour.& .' ..re enn 
greater than tho.e w~ich you have met' in the p8.8>t~ 

."l'< . 
. ~ In banking', we :m1.18t 'pu8h f or"a1." 4 wl.th~.oeJl,tra1- . 

1

i ... tlon before the o~ntrol pa.se8outiot, our ~n~,•. 
and b.fore~ our Allie., oan water down ,our' program,: We \ 
m:~lIt '8ee that a 80u.114 banking.yatem ::1.8 .8V81(1P84. for 
that is, the very fou::n;dation upa whlop the future .of 
G,erman;y ..ill re. t. I6-., Aikin. 't,~,retore '.ha.s upon him 
.. responsible and 	impq,rtant job. .,f'" 

"In the 'field ct' Property 'Controa.' there 18 the' 
greatre.ponsibility :of bringing abo\l~ a d.oontrol of 
property belonging t()lforeign o'l1:ner8~d,Jlali8in 
orelor to prevent in t'M one instanoe::~'property fr ... · 
gettlng into undesirable h&n,da and 1nl ~he otherin.tanoe .. 

I 
',". ,t 
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b'11e ~~ aa4 .~~......znee ,~."tu.M4 .0·........... ,...' arb. 

'"., ~ ~.d~o lUi .,., ltJi1!JlCs are ~',_,lIa;_.tP~ . 

r."l~ ... reper.. ' 'I. . , 


Ir., :a.a.ae•.~,"84,~ ha4tallgul b,~t17,1fl'h .tm1~. '...., .~ 

~1Jr8tvu4 h'•. '....$.. aa4 \ha\.".,.*17Cfol;.. ~,. t ••~ ·a"ttsti.tt 

~oi"~o~th.· ,..,1,. '-.. bill .~.t.. Wo .. latormattcat,s 

·""Utg.~o tb.e",~,&1l4 It.cloC!'uttao-Od ...,. goo,,", 

_. ~~~In '."'tat thEJDiri810a Wouu c~,_;'h 'he,f~~",hoV 

.~.~it•• ,'~_ 'Of"":.OJl:Ih•• :-",e~t1h~tlGe~e.,~~t._.
JIiriIP,.' has, 1....4 a W ....1D ..,.tdnqa2f)_~,,~oJ1~ ~a... , 
7e"Q_l~ ' .... etea41l'J.le 18' 15 JIST.. ' . .,'.' . ' '. . 

_. lIa11 wlldled 1Il". ~" 1004 1_ I.D his ..... po.,,'loa OJ'. ~halJ'.t ..,..f70:a,e.' " . . . " . 

. ' 
I 

I 
, . 
i 

''-. . 
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I 
: .;'1
I. I; . . ... .

F lX~])&ros ,"TDKr 
'. . 	 _I···. 

OFFICE OF MILI.ARY GOVERNMENT FO;,,' GERMANY (U.S.}~v' 

. STAFF CABLE CONTROL: ~"";;"'_'------:-1 
OUTGOING MESSA~Ef\\e Kt.~Lt2..jL.··· • 

1;-· -­
I 
1 

UJ)JOLABSI_-....._......--....--..-.­

TO 

I 

REF l~O •• OC··2071 , 'fOO : ~!:7()959A H13,l'eh .li6/1q;S 

, 	 ~. 

, 1. Fins,noe :Divls1o:n t3.d1fl~.\\')s 'tha,t x"Gcrul'tmant 
0 '" ·.,.<:··"'· ..... ,,;,.,'·1...,,1 ~'O!' th" t .c·, 4' ~,.i'''iLl··.., ",hC"'l', ....,[ b·:·' d ·l·1!"'\T·"'d ""'en'Alnn.L !... V",';'lCit,;.,:"t,,, v _ .... t.:'.:., t.t",::.v .. ;:... ~... .',J.\ \..:>.:..... .,'" ,d .. U" . ~i ,t.;..; c.~tJ<.o;!..: .f:t'.-~' t;:, 
a,rrival of nerf;OnS!lO'~v en' l'cute 01' tOlliThoUl co:rutn"l. trut:::nts 
have, b":::0rl ma.de.. Clll'X~/.71t'~t 3t;rongth. plup persons Ii'ox ~;_nd 
Dodge: ,have reported ¥rll1 .aJ.most f'111 a.. June. l11..!:lllnin[j 
"ta,blfl t,md :tt lr; b(;:110v[;d th,at v.10St of! the pe1."S0118 al­
res,dy 'f1J1l:ployed but X.Ki't yet !n:"f3Sf.)Xlt ;Jhpuld'b(;~ pli~coc.:, here 
hef'o:!:'e ~!1t)re are tl1"cctl.r'cd.. li'o:.;t 'vJil1 her-f)e.:ete:;~ be xlO't1­

~ '"/_~fl_ed gr. t~¥ial cieo ~.9_be_..fli:'~l.&.~.~___,,_.-.-------i 

SUS.AN1JJ1. P 'l,lURrfSH 
filAS 

I NFOf(I-lAT f c,,'N: 0/55 	 I 
,,'....... il'.\'-: !,"",...;R(:' I'V, , !I> I'" , ,--,!,"'f'ROI Or:'"f.·: AG R;:"rORl.)f"'S
:..n' ...,,I) rr_; ~)v,,"l1;:. ~-" (,.'-J ,~.. I r : $ .• .... ~ 

REF NO '~ CC- 2C171 . 27 MARCH lJ.6 'fjOOA ,JftK/MC 

u ~ C LAS Sir tl Eb _., ...,.. ... - .- ._. _. - - -I - -	 /
Copy No.3·' '.. 	 . I 

; !I _. ('
T.he Making of on Exact Copy of this MessOQei is Forbidden 

...____.___ .._.......... ... ....._.___._~ 	 I. ............. _ ........... 
I 
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. , R .;S it R I' C '1' It D .... _----- .............. ­
'p"R(:i',iO 'R'! ".1 ........ --­ ... -~. 

~. ':"~"'; . : I 

FROM : . AGWAR PROM.; viiscABS. 
. , .,·1 

", .. ' .Il:' 

a
TO .. OMOUS' 

-l !--; 

......I1PO •• EUCOM I,
" I " 

I"'; :' \ '.' "- ". ;:-1'·,:: . \, ; '":" .:' .~ ~. ~. . , ...REF NO ,'c' .'• w.x-95766 i . I ' ; 
. I .! 

,.' . " \.
i [ ).' • 

. . 5tatuaExportAQcount with 'O'rlcc aner 8tatUS 'l'l'Il8t 
FUnd Recelpt'Aoeount:;.quote '(lepo81ts,'proceed,'ot l'eD1·ttances to 

and exports fltOll oooup1ed terr1tories. 51lmb91 218905.3-OermanJ 

and status;<l.oooUlit Federal ~.8el'Ve ·of lfev Yorkls 8Ubject~· RCS 

WDSCA-ll . . . ,'. . .' . 

." ·:Th1~ ~~·~em.~t· J.8 o~latl~. th1'~Ush 28 Feb '47 ~ .. 
Total S&188';$2,694,961.61. ,Total expell8oapPllcableto 'sale. 

and to un80ld inventQl'J .153,,~54 .. 22.. "et Pl'*cMc18 $2,5-1.807039 .. 

Expense ot lIevYork .h~1n'elmQUnt ·,$423.101no1uded unde~: 

expense1nstead ot being reflected as F1);:ed ....ets .. 


". I •
D1sposltl~ ot.etProoeeds us t~11OwB:' 

AccOUnt8 Rece1vable' ""'., :, I ' '$ 34,615.00 
Depos1ted 111 'l'l'uat JUnd,,' , I i 2,316,666.52
Depos1ted in Fe41Re~'Bl.nk1Y ; , . i 188,525.87 

TOTAL .,;i:" ''';l :$2,54l,807,.39I' 

'. ; " .... , "f'" ~- .' ~ ~.!; 


Depos1ts held b,- usee 8sa1n.~ tljtul'e' ." ! 
de11ver1e8 Dot iDol, 1!l;<"Pta:l':, Net Pl'o(r~e~.", i $ 321,§02.53, ';' '\:l~' 

, I " 

DispOslt~on ot ,Bet Proceeds and addl Mlso1Rec.lpta. 
';:. , " , '.. • .'.;' .;.,' 'c, /. . ,.' ! ,',~, ." .; \.. . • " 

DepoSited to TJ.IIlst P.un4 
~ J. ',. , ~. '.: • ;, , ~i'" • 

hom usee i :$i!,318.666.S2 

:Fl'omUNRRA l ' ',85,000.00 

From M1se!' " .954.40 


, TO'l'AL . t :$2,404,020 ..92 
'" "'.. ~;~. I' : .AOO ·m 54478 .• <, 

I. 

' 'l' '-R , 
; 

.ItWflikTm i .. 

Exemptf.~9rnp.t1raphraje. Handle in compliance' with AR 380-5. 

,i i 
'.. .... ,·1 

i,
'I '; 
I 
I 
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i 
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I· 
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I 	 J, 

i 
. . 

I 

I 

REF: w.x-95766 :: a: .~. ~8 T R I c~ it E DI 
," '~~~--"'2""""""'-"""! 

• • - I

! 

, Depos1ted to ~e1'&l Reserve Of BeV' York. 
. . '. 	 ! 

" \, •Fl-om usee , 
< 

• 188.9525.87 
From UNRRA .•...'. •. 'i ..... ..i;'1'.'. " 131,,750.00
Orad1t fl'OJl L1.mi. t.t & POy Co 38,064.00,
From Bank ot EDsla.n4· ror B(l ot, Trade;, . ! 

'l'1JDber ContrOl' , '. 	 1,1]8,15_,,08 
f. ~AL: 	 $1,,~96,Ji.93 ..95 

",'.: '.. ' \.;~: " .:: ~ " I' 
: Rece1pt of MaJor Items of Oood~ Rece1ved and 

Quant1t1es 'Unsold at 28 Peb 1947 ~ as tol1ows:. '.. " 
. .... I I' . 


; 

" 
 I ,Hops - R.celpta 	 2..09Ei,S821bs' j" ,: 

··1hlao14t··· 329··1bs 
! ,

Toys - Rece1pts;' 922,,328,pcs
Unsold 

:". 

95,~4,.pes 
: .,:',.; .,- 'i. .' I"}':

Photograph1c &Dd B101og1oal Jqu1p i I 

• 	 Rece$.pta 1,710/pcs

UnSOld, . .' . 120,p08. 


I . • 

f . 	 ~;;-

Sch1ppaCh Dunk.lb~ 01&7 ' . 
' .. Recelpts 220,~O:1l>a . 

,UD'801d'~'' .:. ' t / •. ~. : :~. .. ,0,::--,;,,' . 
',.' "1- ;:'"5,;' ~ "! ,;:.~~~:; ':,,,:~' :".' ',,.' ," ,:l". . t. ,,,';. ~.' 

.' . --' ..' . Quantltatlve,,tJprea given abov:eare, a.t~er ve.1ght 
adju8tmentB,at i 'por.t'.::of', enm. ':" '.',' Ii.. II": '.: :.' '. . .:.:;; .. ' 

I 	 , ' 

f 	 ,I'" • 

'TranaDiltted .this date, v1& TAG i10 cop1es or a 
Statement ot Acoountunder: terms ot Contrao.t dated 14 Feb 1946 
between W, oMGUsantfu5CC,refiect1ng transact10ns from incept1Qn
of contract tb:l-OuSh 28' 'Feb '1947.. 	 !.. 

I .' I.' 
. :In adAU.t1or1 th8re 1s tran8D11t~lO copies of a 
Statement -o~ AocOUlrt Undertel'lls or "Advance ll contra.ct &a.ted 25 
Ootober Ji6 •..between Wi.. OJItJU,s: and usee ref'l~ct1ng transactlon 
trom lncept10n ot: oontract:through 28 Feb 1947. . . . 

I ,

." 	.".....,., :....... ..... i: .

Please acknoYllldgerece1pt thep.o~ direct to Ch1ef, 

CAD, 'WDSS_Wash1D8to;;·~:::~:fc;,_~' > . '~':"., i :',. 

ACTION : BOOR' i 
I I 

DtPORMATIOlf .: FIlIJI' ,p~ .~ .. IA&C" COM PI?" .. 
~ 	 I 

! 
I 

I 

_( I 

9 AprU",47 LV/lah . : HEFt i'Wx-95~ 
• I 

... 1

}\ 	 I 8 ''l' R I e '1' ED· .... - --'~ - - --- -- - ...... 

-
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'" ,INVENTORY FORM 

INVENTORY BY Beck~.r TAG NO T.- 7323 FORM NO 870 

INVENTORY BY SHIP.NO 1 CLASSIFICATION other 
1I~,,,tj 

SECURITY 0 Henry N·CONTAI.NE~ NO 2 - 383 UNIT CO'NTROL 1 ~ 
Irlenborn .. 6 

RECORDED ifOhnW~OWYer CONTAINER Wllod en box DA TE_ 24:oJ ept • 194 

APPROVED Edwin ... Ke11erAPPRAISAL NO . LOCATION 16LMV 

=========::;~===~===.:;::=::==~==~==============::::::::==========-,-~ -=-----­

Q.UANTITY: 1 

t 
DESCRIPTION: American Express C~~ 5 

money order No. AK 2219444 
payable to G. BereaBen 
iss~ed at Lawton Oklahoma 20 June 1939 

' . .---~"' ~.-.-..~., - -.lln~ r'I· 
-.---- ...O~·" ;JJ.I-----~~----- d.'· .t .. i.'j .. ~. i.~=.,. 

- ,:~ ~ 'I tl /0 I 'ik~ i;i ..;:.. '""" I I '0 t q~ 9, 
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',j, ?7~/ 
, 
1 

,14 June 1948 
" 

I 
I i 

1 

I 

SUBJECT: Weekly Pr~gress Report forWeek'end1ng 5 June 1948 
I ~ 

iTO Mr. Gabell•• 

,:FROM, • Depository Section• 
I 
I " 

, 

I 
, ' 

'I 

1. Delivery to: General Weems of a oollection of 
40 items of jewelry: temporarily held, for him by the 
F.E.ll. for storage jras me.d..on~~ . 

, " 

EDWIN P., KELLER 
Bead, Depoeitery BeetieD 

I 

i 
, I 1 

I " 

, i 
, " 
,"j 

" 
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UtL:U\bSI fl EO 

i A'J!trj~i:y /.IM2Z ?5.~'S1. 
,,s.~.~~lJ.. NAPA OatafNJ; , 

..------ . - -~-.,. . _ L, ...:. 

I 

~emor2ndu~ for Files 
, ' 

27 November 1946 

to Berlin 

, , 

1; Arr{vedEerlin 1000 hours 23 NcYel1.Der; 3.epGrted 
Finance Division 103C hcuts. 

, " , 

T'\,;,:~cl's<:'ed , ,.,' C"~1 cpble with Mr f!abell 1200 
to 1300. I 

.-') . .J,...f...L....... .I.~;J ,. li. ,I I_ ,:~... ........ ... ... .. ~ . ~ 


every 

I 

Attended i~e~lvi cta~f conferenc~ 25 November.3. . l '- ... ...... ~,I I +oJ .... 

, I ' 
: ,TV' 1') e" '" to t+ .... r""'c: ; ~ .. r~' _ ,;, n''! ' .... +- l" "'-'ed fo 110"'1' '" 'r4. .i.l~-. ,!... : ' __"t.l_" • J ~ .. ~:\...'" _ ...... '-"~ Q.l. ,'.A. .;) \.J,a t,.. -I... In l..i-e;. 

., " J ' 

(8) E!llphasize~ desirabili ty utilize Germans in, 
way possible in Milit~ry Governmen~. • 

, 

5. Mr. Bender mentioned that ne~ name ~lS Branch is 
now External Assets and tntelligence Eranch. said British i 

" ! 
" 

extrecelyslow in o~taining information ~ei¢an external assets. 
) j ,'l 

6. Mr. Gries (Financ:ial In3titutions) spo'lee of rumors 
that soviets are devi8ing 8. plan for Gercnan .. bank of iss1..1.e. 
Alsc :....eported that Greater ~Iesse refusing approval banking 
ref''-r"' ~'l '~'lv ~ J.,J.J..c.:<.,'" ., }' , 

7. }Ir. Freeman s p,bke of payment m1e.rki;;l to PiN's of 
shortage token coin to' make payments. and, arrangements' made 
±',:;r m,inting same. 

8. Mr. Reinsel (property control~stated that a 
central liquidating agericy, for 
desirable b'T French and :Hussia

~~, I 

German pr;Q~.perty now 
ns. ' 

considered 

9. Unders ignec1. sp03:e of inventory 'of loot. Mr .. J3enne tt 
suggested desirability Branch Chiefsvi$iting F.E.D. to see 
o7:er,3.tions first hand. iAlso mentioned.,'.G.C.H. cable, 
complexities involved, and necessity al+:Lnterested Branches 
studying Emri clearing prOblems involved:., 

1C.· iiIeetin18.djcurped 1100. 

E~IN P: 

~ , ' 

I, 

., 
+,' 

I 

I~ 
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-! ! 
t: 

~.'J. 
t~i 11 e 

c1 1.1 r .' E'3 r. Y.l8 t; t , I 
r~: C~;:J. t j s t r~ e is s- ;:~ 

crC'G:3 ','"l:?'2 
t r ':'::. _. s" t t, ~;: 1 " 

2'. : ':?L e ':) res, e !"~ t E! t j 
&£0 ~y~ ct~a the lat 

~\ • ~~~. :r 0~ .nJ~; 8. c t i c~ 
E:,Y: ~':3 C: t :..~~] t C: 'r' e 

1~.. 'J.~ 8 t: 'iT e Y' e 'S 11 
~} er' :.~.:i ~'} S C : ~~ 8 ~. ~._~, Ct r'...e 
':: 'Yo r.'. ,.1 ~ i I~ t j C'~ t.;, .• 

, 

""2 


erec.c 

19 d.' at. 1::; ::~ :i, 
r* ~"1 -s :::~ :c t. • 

~!fter ~0~ 
. t .~l8 i 'Y' -r) 0 I' t a 

c.rl.~.j.t-.p
,~,L ; . ..:, ',_ ',' '....." " 

~ correSQC~ 
. . ~ I 

~.jJ -!:;~. ' ... ,' L. r;'; 'I ~ 
I..'.i. '" •. l':; _I.; '-, sr v ,_ 'c::• •:1 

~rto~ ~8~t'wee~ fer 

t ? 
~~ fa ~,~',; '.1 

~.e of' (i 

f:~ 8 j.~ :~.! Ci, .,:_ 
i}1 ~;L 1 s (;1.1 

J. 

~ .='. :.~}. ::~ 
I'.:,~ ~:: -, 

ec em b er ·1946 

t:3ki~ivss 
itS'.DS ere 

t l.-, 
..'....:;. 

pmi.l a . j~ ;0~ st· ,-" "-...1. 

cf see·:!}" 
roe. 

.; 

('." 'T' P V' 1"\ N,. r... ~..~•.
·.i; '. ~. L l.~.:.:.'~ .c., to 

di8cussio~s. 

. ;
r n n v\ t.~1 1 1~.r ~ a :-? !21" ~l D
rot L( 

tl~~;;'l ,; 11 C ~ ~ ';)a;; 'J" mc.r e 
" 
., 

t 8 
i.:l;:t:38i~fie(1 

;bi-z2~al u~ification 
te Asericar ~olic; 

as a~i e~~~l ~. 
eX'J ·3 C t'3' !i e :r a .-; 
t~~ ~f:J= e CHi:" 'a, ~f t. f t 

Xl e J{ +: . '~.t e ~f r • 

g 
,:. " 
.'';. ,- . 

, . 
1~ ,~ +1·\ ~ ',. +,~Wf;e~I' 18 :.: '."" \.J .:....!.. ..... ~ .... ~.' 

.C3 ts. 'Ii;}.:l. s· 1.8 
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REPRODUCEO~ATlHE NAnONAL ARCHIVES 

'~" .' 

" 

, 
, , , 

;::.:,,; 9/0.9 tJ~.: ' 
~, ,:; 'I • ... " ',.1 • " " .. , ••• 

MEMORANDUM 

12 '¥ebruary 1947 

,I 
" 
" 

SuBJECT: Haport on Beriin Trip I 

''I 
1. Presented report cn Co.lombia s~areB to. Mr. Bro~n. 

Drafted suggested cable :tc effect that shares were held in 
For'eign Exchange D€:posi ~ory,but ,not yet inventoried, there­
fore exact amcunt held unknown. Stated ,:that shares Vi,ere be­

',lieved to. be subject o.f:selgian as well"as 'French Claim snd 
-that 	further investigation depended upon submission by 
claimants o.f full detailiii including lists certificate'numbers 
etc. 

2. Discussed secullities restit\..ition with Mr. Brown. In 
light of State Departmen;t ce'ole regarding':~ blcck cf' Dutch 
::securi ties held in ~Viesqaden Bugges ted al'l 'securi ties be 
centralized by depo.ei t wi th F.E. D. Mr. iBrown wallS in faver ef 
first writing to. Lund M~litBry Governments:_aking for lists 
foreign securi t:'Les held.: Le"tter was dr~fted ~ilcng the~e linea 
but en diacu~sicn here ~t is. planned to. ~ubmit a broader plan 
providing for complete ~arshaling ef alt valuable assets with'.E.D. .. I 

·3. Discussed ,perec:nncl pI'oblem of :turnever'o.f jewelry 
experts with Mr.• Rebert6:on~ His suggestion was to try to. 
recruit such expe,xots ,in the United state's., by sending a 
representative of the F~E.D. on TDY to tp.e U. S. A study is 
being prepared along the~eline8. 

4. security officers fer whem interviews were to. be 
- arranged failed to. appear. It is po.ssible that such officer 


material might be lecated in Marburg. I· 

., I·, . 

i i 

6. The Monday mcrn~ng meeting ~aa p~lled eff. 
".r: ", ~ 

/1 . 
//l:~,v/r:i 
EDWIN P. KELU~;R 

i 
I 
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OECLq:)SlfltiU 

-' 	 . . . A!J!kl;::Y r!!J)Z Z!S.~"S1. 
. ; . 8i'Jt~!lL NAPA D(.+~4Y-» 

. , 

. I . , 

I . I 

I .. 
'" 

~. ; 

I 

'1. Le..... ot IBt'onratj.~ 	 I 
. . , 


.'. I .'. . . . '"
,i~;' ',. . . ". . . . . 
'ftlaRlaMlamI .... lea~ t. ____."-~at t_.I1met1.c., ••tlngGllt 

lIltemel8 to 1as1et 011 b~ uP at the tol" ••t..a OO11feftmoe .1D .sOow· the 
sbjMt ot ~ PI'. ill.' _8.1~.A11'~.U IlliG: al'lt ",t"U.ftBl7 ... 
eftU~4to ~.,..t l~ of: latGJl'Jlllltle·•. · .1\ .. ': ..... . 

2. 	 'Dl'.....Uoaal Red Croa:. ." "i ' ' .
'. . ..... .' !.,' . ..f·,; .. ' .' . . .' 

.. 	t!nl • .,..._tl_ h•• ~.,".t.a1 -11tiae.. Is !lOt ."'opt.a • ASC, . 
batl'l'''nlle1e.e 'ape_"'" __getp ...;_....... :••.•191tt•.• " ·I.oentUa 

l"It'pc:t. 1~ 1. ta ofl!ld"l'" withtthe ........ ad Orou: eaIl te' ilN8peoWot 

'.~ 1.u'l~tt.8 .t.t«et,. pntper .... !hi-e·". _rel)" p••8$d on 


. to _"'.. of. M·t) tor thel•.Wc-Uca ......'4_~•. ' . . . .' 
• L 	 ~ 

i, . 

. ,. Paft.ei Pon 

.. ~" of 'the Fs._1l0e\1)iVielC1l aft -rae4lblr'•• BaU (an4b7"Mr. 
'Rcrben_, tbat liM of APO adaft••• to t(tRar4 pa~~pa .. ()."""si~ia ' 
o0Dt11ct with regula1if..... ana ~.tP1J:laU8Dtv1_.. pel'a..a1 haveoee. wwst 
offea6oftl. .?re8Wlllbly 1a oJ!'4.,,,: if nam.asot o.l'mBlla!are D_ iDdloate4. 

. • I 

I' . .' . '. 	 ..'i '. 

Mr. Ball stated that a~ol'l!llD8 _ "01. JUJ:t.aus' cGlDlllialil&!'7 .e.-'a Dot 
ptlicl .. the 2Ctll of _ ...t11 wi,:11 be' aim, Oft.'~~ba_• .rUlalsa be 
penalDH. \ .i'· 

l I 
s. O1e_er II\"ID 	 . I .' . .'.! 

; 	 f;' 
i. Ga..... _~ !taneaba_ paperi08 H18~ot F.~.rr. ~10h _S r8q\te&1le4 1D 

OCl¥lUl8ftlGf1 with ~ KO._ oat-.."... I .' . 
. ' 	 : .. i! .' 

2•. bsterrlewilld •• 1Ial • ...J.!fIeekoW Qfa.rl_~ ~.., .. in .rereaOeto· 
0tlJ"mH7 tOWl....... 111 .rbrta __• "lal_~r tact 'that .the 11," of ftell 
ounoellel•• p!'eftCMal,.bdt-'· by .....s iJ1comc.~ also tbet tbe l"flGoft\.• 
Ilowa-.Uable 1n 1d11a oouaeo.U.:ue t~_y 1ll~IuD.nll~bl$. This subjeet 

! . 	 , 

I 	 'I 
II 	

216392I 

iIi 	 , 
I ' 

....-.. 
\ 
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, ,., ,l'Ilun'le-.4 Berra "oeol"S :DOpp. ,t~ ,_~: 41re01:oI' "~'''bank 

..... now c......W1l1.thRabe.,...itm....... 1n.tl1_h~1l8$••", ','.~. 

~. abaerleeot _emle. cou14 not 81.... "o1t~.'aa_· a's, to e;1,~,~. of, ' 
'hl1U.mcoD ,001180'1. but apote fre(Q1 .btN.t numt_tto prao'to~, 9.f:>.heRet91u1~ 
'*tt. :til 111_ of Che 81abo:reta miumer fa which ftOb i"al'e' 'colDs."ereeq;ireatl oUt 
fo" displai 11 Was __i.,.al. to' t~eport'>a_8_rft ~_...t,j~ .OJ.1,~t1_ ttl 
MfIfte•• Mine. 0Dl7 ,he Chotcteat aDA n•••ot:ns "'~ '~t'~Q.'ker. 
(ame baga tb:eNOt). ''rba rema1ader.' togethil' , with, tile ~_.1UI't:aJi4, 'tIldex 
i'W.erd (tonneri, the _pap,,"'J.udex~wt11o~ ~bettll_1Dt~.~to date 

,tOl'pae' ~ ;ye8Jl'8)suri~.... "theb,cDb1D$,s and 'ramatDe4': lntaot~'u.nI'1'alrl, '., 
'reoently "hea it was tem.ew4b7 tl;te' a.8.~'. ,', :tn,"h1sftl'lJQ~. X~p,di!!clal'4t4. " 
tile flutni1lms c.tta....... U. p1.,.. ~'pfthi'7e tlie"'1ftcnd.QU" i1rremgemsntof the 
':Qqa, bat 4~ all t,. randolll t~.CIf1iato .... Eta, .at_tedit ~abt ·take, ,', 
t. ~8 to ,asain ,ident1tl all SP"~ by •• oto'$Jtl1D4e7;i'flatter 18 , 

, st~.l 1otaot. Kropp agreed to 8e~' .usa ooirJpl"t«rWri'~wa st()rfot; cn:1.:sta. gnmtIa 
_0 enrntuel 41,Spoa1 t1<a of, t~e mlml_tlo ;oole coU~lOA of' t'heRetch8~" ' 
ru'Uaeum. For thio PUl"pc)S9 'it' will: b8' iteCessary ret:> hlm,toc~nsu1t with .vWal 
of biatol"ll8r sttbcmu'natea" ;, ' ' 

I ' l 
I, 
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:fRANK: J' ~ ROBElll.'S, 
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Treasury DepS:.t.- ,";ht I ,I.;! 
I

Division of Monetary Reseaich 

Date....9.LltLlt1........p9 

I 

To: Mr. Cochran I 
COpy i

I 

From: Mr. White , i 
I 

Your memorandum seems quit,e II 
satisfactory. I am appending a 
note which is self-explanat9ry. 

You miehtwant to take a sentence 
out of it to add to your section 

I

on,Argentina which will expl~in 


to the Secretary why Argenti$a 

has not been as eager to consum­
mate the arrangements as she!I 


might otherwise have been. , 

I , 
! 

9/4/41 - Or. to Cochran wit~ his 
memo to Secy dated 9/3/41 entitled 
Stabilization Agreements. I 

.--..~-,-----,-,-".. , '"1 .....)'-_.-. " " ­

, 



. :.... ....... 


" . ..,:-.-.., 
. ----"-"\1 "·;~J.\lN 3HJ. J.vo3:lnooilcl:lll 

',:.,,;, .t;3;\h..rJ·~ .\..... ... ~ , ..~ ....... ,",~, 
:.. ,,~....,",:"' ':r~': ~-~, ";"' .. 

i'I 

,Treasury, artmentl I . 
Division of Monetary Res~arch 

i 
I ,.' 

I' 
19 LJ.Dat e lh.unwlt 14 ..· ........·........·....
··........"......i··......·· ..· ..· 


I . 


To: Mr. White I 
I 


!copy 

From: Mr. Spiegel 


Subject: Current Argentine Position! 
I 

Argentine gold and foreign exchange reserves 

have increased steadily since the loan negotiations 

of last Nover:lher and December. From i a lowpoint 

of ~j;L,OO million a.t the end of Novembkr, 1940, they 


1\ 	 have incrfl8sed to $1;45 million at th~ end of July} 1941 
(/ 	 The reser,ve ratio ha s refnBinedanpro~imately. the 

same, decreasing from 75 percent to 1t percent over 
this period. These increasp.d reserves are to be 
eX[llained nartly by flow of European ifunds to 
Argentina,--b6th funds of European ref.ugees and Axis 
funds fleeing United Stat,es freezing.! DecrealOed ' 
imnorts due both to Argentine restrict:l.ons and to 
United States priorities are also oa:rit.ly responsible. ' '\ 
The Prebisch Mission, nredicted gold Ibs'ses of $10 
million mpnthly. 

. 
Recent reports from Argentine al~o indicate that 


the conoi,tion of the internal m0neym~rket has im­

pr·oved. Government issues are now being oversubscribed 


I 

whe~eas previously the reverse was th~ case. 
, I , 

This improvemeJ)t in Argentina's'financial p08i­
tion, goes a lor.g way towards explainirig the delay in 

Argentine ratification of tbe Stabiliiation credit. 
, 'I 

I 
! 

,
, I 

I 

, , 
, . 

, I 

I 
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-........ 
 . I 
ftOrta.,. MIIBJOIIifI 

's _.4 i L ,I II ,.' \' 

CIllu:* _1'rI17 "_ 19'1 t~ frisa • ., ••, ................... vt..... 

C.'n1 __ 01 ...... ~••:,... ., toa t.w of $.800._V.....,..,. 
•• ...., .. -.,.......~ .b....l1Ia 1l,&Ul-...........~ ,1., 191Jol•. 
At pe.......leU. ".000,001,........ bftk COUaJo 
~ ... ft,.U2.•!lOG... 
......., ala $19,)79,01'.$ la 801' 1. !lel4 •• '_J~ ........... ., s.. Yo.k 

.e 0011ato",*,. .-. .... of lIdenlt'l 1'. aline ..._ ..., ..u....' .... 01 
.. ,.....a1 ............ ., ... , .... 
, 

'. i .IIElll .Oa 1_ 15• .1"t. ~ ........,. .at.... lB... _ .............. .. 

, ... s ..... ., -.u. wlI1........ ta' IGlt 1,. 1""~.V. ....... to ....... . 

ial1Ml, .. ,. a '.W ...,.. .f *..000.000. _,. ~ 1..'f'I:W .. ,.,... fa «ew 
' •••14 oollatual to ......., ••: ,_ ~••'1 UUtIl .. l ..... ,. .....11. !U _I. 
ot ia...., t. 1/2 ., 2$ abo.... , __ .na' ............... •t the '-a..a.l. 1le.-.G . 
__ .t Iav Yoa. a.n ..". ....". .......lao ...... tdlt.. an........'. '., •• Pl',, ­
ea. va .... lloU1Ac .. IIlUHI.. ..,......... al.. po...... t. "' ...s.. .f tip ,. . 
a ..stIDD aIIO_tot "",000.000 ill C014 '" ,_ tJaI,,,,,.t•• to 'be "'U\184_ ....1'11 
til ...... _d•• t. ,be·.....,·.., .....'1............t: .......ftaA o••.,'_ber 2. 
1938, t. poftd., "un •• s'llip .14,.,.. aU0e4 '0 bit lieU ... th1••~4 _eoa'. 
Up '0 acu' 30, 1,-1. $i9,1ICi.7"~.90 I.a &el4 W ... ..u 1lr.r ua .. IJUU ....
$U.'3f.1".1, IIa4 'beaa ~ ., ilUll to .. tOft ,. be ..14 ..........lc. . 

i 

...... Os 1"..,.1. 191U!, U&e -.•.,. .a..... lilt•. GIl·........ ws.'h .... 

. a;;'I'Il .. 1. Bepu'H.tca Al'PaUDa aa4 ,. eov......, 01 ........ .......1. 

ape...., ......n.. ,. ,..... "g..,'1M, pe••• lIP 'it ....almea' .'$50,000.()Oti) 
u.s. OU'NUI'. 10ClOl1ateftl. Ie i..cpabe4. 1M la.....,: hie i.e , .... ~, 1.1/fI$. 
a. ~, .......,....."~ ... ." •• , ..... _'111erat'0. alii ..aft.....te.. lIr 

......,laa 0' ............ tl" _ ..Uta" •._ ~ to _h••to , .... ...... 
__,. V, k tM P"" , .... U. ' ....'Ie ooaIt,lOat ..... _, beeame' u4 tiba 
,......'l. ,upe_"..... !be .......' .aebafW .. ,.be .11 1_ )0. 19lQ.. Aa 

"'eMlta ot -...~, bat ~. lie_ ..et,cd_ .,.. ...., 1De .... .nreottw .,11 
•••11..' " ..U " .... "'~'t..,.. - . : :. 
"Bau .hApi'll lo, 1,IlI. i ... beat..,. e.,.d tat. p ......,._'I. \U. ~ 
.'f.GDal. Get........., 0' .. lepaliUo .f·Gb.laa ..........hl ltt!rI* of abe.. tlda caU, 
tOI' ,be ,--..._.he WJteaaU7 lot .Cbtaaae rua. up .. tiu . ..-tvaleat. ot $50.GOO.t;lOO 
u.s. OU'NUI'. • .Ua'mal I.e!a."'''''. 1M ......' ....... ,.- 3e. 1,-. 

Iate..it at 'he ..M of 1-1/••. J.... -..... ,.,..uG4 '0.. ,be $,.,,000,000. ... 

............' ........,.tUla S'ablllli...... Joa.s-i b Cbt.aa. os ..1.... A. ~ 10:& 11 

the .AaIlUl_ "PM_ta....... , 414~ __ve,......1a , • .,...'e ta tlut _Utilo 01 ~.t. 

he Clt.be............., 
 ..... "'vO tepe.,'", wUA Ule :r.4th1 Renn. iaak .t .Iev Yo;rk 
thel.1" eo_t.''-'108 of $IOtOOl.~ t. tlIe· .,ota' ""bUtt.,toa Ja4. 

. I 
I 
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'. . j'":;il'~I';;:~V ''':"OJ1VN ~Hll.V-030nao~d3~· -,' "6 1::' f&,: ,,'t-l"'c-,,,--~,:-------"1 
, ,,"':,;'.':--"7 " \ V: , :: DECLASSIFiED 

~try5'b -Ifr'i;L~~;lf,)1 A'Jtt'to:i~IitlP 121&.4S' 
FiltGff!t""E~U$".v-dl:4. 8y £VNAR" oata'l/JdJj 

Box I ~ s----,-----··-~-·-----~~~···J, 
.•.__ ~ .. ;._-_ .. -to ). 

I 

..... 
;pa.. .......a\ .... tM ......., of \he.....
bU.'..... .... 
~ .....00 b ~1cleJ.l¥ ....,. to••leIa....... t ....1 ""''''e_
... 
., ...... ,.•• " tIae flat,Wi. ...., •• 'OJ \e .. eta.'talea' ., ••,000.800 V.S. 
......... ... t. at ~"'t__. a._•• " ta""A Ie at 1.-1/*1. ,.. 

~ 0'1.,. With ..... iii".' '-, ""IV l.8O .... an'" aa4 thaa : 
......tloNl 180 ..,.. _ala 81.. to ...,..... Al' , •• ·___ ......ute ' 

t .... .. ~""'I' .'I~. ....,......~ Of "",......, ". "~.i ....'tau.. ........................ la ,'*- "•• ,aa. .&ad.. of tht 
...W1t.1............... bel." ..,....1'.. ...... I. e1a , • .,.. to 

,...... ,. to 6.000,008 .... of el1ver ~ firOm __., ._ .. _ ..... 
.... , .tat". ...... wlalll1 ..' i.... Wi" •••••• ' 

,I , 

p.~... .1Iea..... jel Co1fa\la hao ......~ Nt...... ,. 1lt.8 ....,.,. 
__~ ......, .. t • ....b ... w..llt • batt.t••ltla,'" ........... .. 

•ta'If.U,,,lea'" 01 , .. ~1IIIIIDt of o.1oD1d.a........ &ala -.pa1tll.. ' 
..tat OoleII'.... aM ......~t fill ......\11.• ., 06s.allia,. _~ .... 
the Val,...ftaka ..aU ..,Ocl:Lota1d.ea'...... ",Ie q"'~ .,.,.,000.080 
U.I......,... ..u.~ I" lUol.... .. .................. 1-4'111. 

V....ul4 ilia- ,....41...........i'" .........:.............,.. ' 
!edetl .' .... Ule· J...J..... I.,wl' .t .~ .....I'.._~.'• 
....... .. til__ with the ........,..............'If _.......-.,'• 
..at._..,., ... ...,.....t alat.bU......, .............._,~_ .. 

__ .. $".000.000 V.,...~. "la DO' _11......, ... , .... , ..... 
WI .t 1_ .'....alA .t al" ... J_'ltld. .. ....... ., stat..... ft-. 

~_.te4 .bat ......s.- .....s.ts... with eM ...........1Iu1l.4W~ 


I. ..,.. ' I

US .......:·t=~..:j..=,:::~ ~, Utat we ... ~..t.4•• " 
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'........ ora ~ ,',.... 

~ 1'. 1944/·' 

! 	 --".. ?" 
I . .... 

~I *.~~,~/~ ... ! 
HIr.· lt~, Sd.Ia 1I1u.a1 ...•• v..w;a. .. ~....... ,.... .. . 


I 	 '. 

I . 	 ' 
!D ........ tdth~ ...·.,th8·~ot,.. ~_ 

~_ .. ~ __ ..... fit .. MM·... of ~~.
"-au. .~awd~Je:to""XWk~'. 	 \. - . . '. 


I 


Oft tbe ~.. ~ aid ~ I _'dlao~ tbe.-'iOn 
by ~ 14tb*. lfDako lU'II1 *'. Pox. va ....,.. \bG ~t1w . 
~D of "....11. the ~ aDd ~ tba, tnMt, our J!D'1.t)\ Of '.u.. 
1\1I_d~ to ., the· l/8.ljJol t!Iw~ ~:'bn: .~ 
pwI'~ ·SUaoohrd.ctweb1,Q\ uttm\. in QUO .~ ~"'. $a 1'._~. 

·tJlo· ~ of 8td.Iia rn..a t .. ~~.:... oovl4be,. 

Ob~ .. bald. "*' ~ ualwd:.l,- • tbD .S1dieII aptDl~ .~..

dolluai SD Y1W of tIll!'~ at 81Cb_ ...-~ __ 


~'-·.I 	 .,
I 	 I., ! 

beU. lIr'. P'OZ' .,lld. ,~.t. .'. ~ tba ~ .. _. ~ 
to ~~ VIde ~ to ~ \bet ~ of ~~.~. 
tOIl ~.~~:b~!lUd 4OUam. Aa."l'altlll4 io ~ 
.. I;tf...... WIJ· la .tteot. ~ it". tat· ·SfAatJ __t.U7_~ka 
tt.ba ...... M ••~ w.! tIlICb, Stdas traoa ~~ be a_ilabllt ~ ..;, ­

...OX~. It Ihu ~~ wl .ta.1r. plIm \0 l;b4,\ ~ 
iIIo tQe ~ ()f :~~ t.t:uw .. ava.tlal:)~,i ~ 1d.U 'be ., 
...... __ttl to COIIJ bto\h WawX..kllDl"Js8\••. '. . .:. 

!be Cluut.ioa of' -~I1i~ S1td.N tranoa lol:' 4$.~ .,... 
..... o~ bU.t. aRaJt tAk1D& ltlto COl1B1d..-u..ou the t4d ~ ... 
Md.t~ ..... 1Df etr~ b.V b'GnoIt 8Upp1L~ ~t, b'locke4 dOl.laJre 
and 18 vUw'" or. tbe alta\cll. ~tloa of tbe llvdeiJ 1r&t.1oDal "'0~ 
.r.aoa tor tJb.C1i ~_~\ bl.oclcJd. d.Gllan, i~ Jru,.~ '1Jai;\ . 
no ~~1 be IilldafJl l'tdpGOt. t.o ~,~ for dtp.l..&lat.io .fIIII!­
..... ll't\h reprrd to .~. tor ~tari.aa .... 1t; ...,~~ 
.QItl~ ...~be.~ 1\0 ClGMI4aJI t.bo .~w ...1'tA1., tbat 
~t.~ tbtt Nqu~1it; that 'IIIPd..tell'O pte iba ~ ,. ~.. 

I 

On all o~ ..-. ~. n~.~~~ .tha,t..n.ll' 

tho.~~l~m.. fol"~.~~"uf; . 

blockact .12... bad ~~I~ wGUll:l 1iOt;. be ltaqe•. %n tao\-" 

.. ~10~ .t'IUJI' oCNl4 "lia~ WJ.~ 'the lU4t of 3 dLW.0Il ~... flo.. 


. a ~ lit tiddit10n to t.b.e i'.as .U:U•• ~~. UB .biI· _ tbdaB • 


• I 
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(. " '~;;~:~;';V,\(!,OllVN ~Hl.1V-a!lOnaOllC!!l1l 
~ ''l,

:' " .;'" ~",,,,~~ 
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I-a ... 
I .' . ' ' .' 

7liIIt pN~ 1tiIIS ~~~C' an ~(*. 4) to _ .~. 
'In ....~ of 1)he ~ _til U. SW1H ,lattollal ~ tlWI ,~, 
_uU beOV,Id1W UU;J.l ~.~ \)1-.~~ ~.flcP.Ie the ~" " 
~t. ~ led_al ttl 'b~ wra4 ~paD a ~~ (7') J'0f!J' th$ 
BwL.-a .~ IlJl:ak to 1fJl11t11~ .~ 'b8,~,~ t.ho' (K:jrl'O.pi~ . . 
4<illiut#., naliltae;.m 111 ll4u ~:QCI.)u" oould bU· '~'. ~. bw' &014 tth' ~n 

, at.....u.,. f.C a~ eou:nl't"j' J1f}fi4\1'~ '.t~itJ (,).!~ til" UrI1tad5t4tel. .~ 
" ~c~ ~_.~ b4i ~ .U ~ accowa' (!~)l1Iht. __ 
~~ ~, 4W'i" t,!.fa u ~.cI 4il)4Q. ' ' . I I • 

, I i I

'X, ... ,;:(:;1~ ~~ru..t ~t__$tl e(lj~~:w. af.i lIbat .~. ~~!;t 1n 
~ a.ceountG. tt $1 ~3tvO ~ot tna~8 1(.... tc.aoiJ~fi 'the 
Ntm- tor" aaritlti, 1lO awll;lfIJ:.CNfdr titc _t.ote, ~~n tn' tt. t. ~'''' 

! l', ,. 

'NJ". '~~ m1 tk'. :t~4tr a~,t:m~lth~ ~~l~nt.~ 
be 3u1.~:..' .: 
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,'..I., ....~, 

I , ,I , . 

I' 

I 

I 


I 

'I 
I 
I 

., 


http:K:jrl'O.pi


, , 
, I 
, ,

" ' • ;,0-, 

:,1 

-;1:' .. ' .., 
..+' ' ',:,::' 

:::~';~>I' 
,,:~, "' ,! 

'" "',( , 
'l!"~' ." ....../,l,\:~~ :_,_J~;, -- •,,:~-. 

'---"';':"V l"',OUVN 3HllV 03:lnOOl:ld3l:1
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I', Mr. n. w. l).U I, 

~. Whit. ":I 

; , ,I ' ' :t! 

'1Teattwy baa been advi,seci by the Red CroSs t~t the',dollars 

denyed t-rom' t. 8&l.e of SWiss tnmos 'to the Stab111ut1on I'tnld 

in Dec_v, 1943, were not.~ adequate \0 FOVideeach Ganum 

pl"isOJ:l8r otwar-.th \he full ~t of the CbJfi.JJ~ f&1lt wldCh'


'I " 
had been promiSed by the ile1rman ClOVernmsDt as the, m.uriber or pr1S0neN 

, wae l22,745 lft8t.ead or l2O,OOO. ," 
I , , 

',t'be rttJd f!ross requestsl that. the stabilization: ,F\wdpurchase an 

addit.ional 32,940 Swiss franc. to provido for tu.ll payment of the 

~. ' I ,.:" 

I t! 
, I 

,With your apprcftl, ..el propel.. topurohase t.lUiS8 Sl'f1ss f'ri&nc~ 
at rille l"at.e 012).30 per Swisa franc tor the aceouDt of the Sta:b1.Umt1en 
Fund.. CJr¥&tln>l' tho Red. Croiu.. ' I , 

or ... ~I ': I 
, , 

; ! 

I , , 
, , 

I 

" 

, 
.' \ , , 
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: fb.ct Xlit.erna-.lliJAlifl! '~ ~'()8.J QD bmUUJ:' . the ~h1~1 
('iovelmllAat., 18 't;nlRS1~ l.~,OOO _.~ ,t~_ t.G tiM1if! 
emm'r.r ttl di6lri.bu'., ~f.Jl4 ~, ...eta ~run .Pri,Ol'H1r ~rmu~•. 

MI \b& ~novu.~~\:t ~ ~l1ti."a;aa~le 1~4J 

~tw1$.:rnmcn ior tblil ,*~..ntf w oolite_ tho ~~~11.lJsa­

ticm 1l'unrt OUgMi to fu~q~:ll~u tfiaseltlWi'u tr~ wt 1a!u. 

of:r1eifil rata ,r1i ~J.)O.I 1.t lf~ ~w 01 ttl'J,fit ~at<a­

. ari:l:on. •• m~.al.l 6sk 1t.'W P'~.ra1 to :~th. In!~~~l''ufiio:tml 

(it(f;d Cr~&ltO in i~tm\1 ~J35w·5,:tu _Jdl1t' tM: AtWnGl' 


,le$ati;Qn: in ~ (Which !.Wit bgldn' the 11l44Q,000~V1U 
ttaneit) rill he H<iWtu~ W ~rW'il!tirr the· Sui:tlS ~ 
'to ~' a_molt qt ub$ 1~~.nU&t \hfJ: J~1iI'1lit} t~~~_!}t•. 
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the state tz~rtmfm,t, 111 in l~{/.do;!' rat~h!'l:r 14r~~ ,3l'!l:G\mlt.-s 01 
E.lwl.S;E .f'r:.aneatc $t{EI,ot thfl eX),1cnses oJ: tnt) ,Swias' (~~.,t.\n;11l1,l.n,t in" 
repre:senting O'.ll" 1n.tare:et.a in $'le:I'iI.Y terrttQ~y. \~~ t,r..is pat"'pO$0 
the 5tablUz.et.i~)r4 i'\md in ~ther.e.et Eieqnlroo a rtlilli,on Svtf;,.$1!1 \. 
fran-e. from fb'l:l'kq'lhtcn W(!l.t"'EI recet:t;l;y sold to the Stat.e ~:lepart<~ 
men:t. '%'1\11 Swed1shRik$ba~k 'is }'-:'!"er"Qr6'~ t~3611 l;lfi ,milli. ::: 
'Wol"thof &.;ts.a !r3',!~el1l wb:i:ch th6Stl.1lbili1,atl~n ~lm.d held \ 
tarsal/!] to the $tat~ :r:k!~1!"f,unt, i.Y;\ ~ .ratflt~veJ'J.!lIg (1,u-pvchaa4' 
pr'i,Ctll and expt~na68. 

It will bfi" d.t!::Lrabl~ ItosuPpl"J.m~ntt,h.1.$pur~h.m8C' .from is-_{jjcl~
'fd.t.h otbflll"fJurcllases ot ¥§ ,n"af\ors tosSSllre a~ a,tleti\iy:'mte sUPPl1 
for- tful ~t.at~ t~pa:rtmf.!nt .tn the Y.(ie:d; f:tit'ii!.!ilit)~thth ~htlt~ldUk&: 

.. I . 

tr; ma!u~:lnqu!,rttt9 eOj'~fte;rrl1nt~' an ae.r.tltto-n.!!".l ~11ian .orth('),f 
tkfd.1I'J8 h'~ncs i,f 1'QU &PV:t"ot(;4 

!en~ 'W-tllrl:tct11.1 t)1.1~t, iS~el"etllry' l!~Qr 6e~1 th&ll 4l1t·'h:1;r-jze6 ";S f!O~ 
'mMt1:13 &ZO te ftcqtd:re i}2 JJU1100 '!IrOl"th !ranee wtl1teh 'We . 
WJ'~ mable ~,t> il'$t .,t t.~t ti:oo .. 
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t.\r~~ ot :at,~b11~lu;t1on Pund to contrpl 'th~ 

.1. Tnt'; ~xeh~~n~;~: r.l'r te for 
r l ~~, ri in tl'H~ ~ En';, Yo rk tli,:U"l\ e t fro;" 

lnerel;;,(;;~ 19: ~hl~ tlntl:r""~'ly to 'tne: l"i1': t~~{. r1~~1 \1 r tl:{l,~ fin~ 
to pureb,?,;i,!f,9?, doll(!J,l"'~ or ~ fH"i,l,\~J,r't!;. ~(~lpl;O 1(1 w;"on ~:; ~2i.f~i 

mor~ ttfJ.:tell: aV'!:!;11~\;'Jl~" ~~pr~me~t, Ql~a~ly the 
pe~, th~!;, t "'~1 ~ t;.~u·v1n~;; (!Itl't' ~1:(lfI{~"· kf! i)~!;t"li!~ ~ to tor' ~ g 

franca -e w1.11 ba torae~ to yield ~nd u,llc'.~ : ',the 1 tH'l! ~J{rf(;,f..\, te!' 
fr~edoa lnuslng their ~lQOk.d fundI. 

~: " eon e!'la,~r; 1. t irtAport r. t; to 
fec;:~}H;l~ t<.'; :('CHr the i:~wiSlfl franc ,rl'\t.~ 
f'!'~ttH~,iM':!l,bly tl'ie ;;:,wl Ba ""'o~lld, ~Kf!! 
mea t; t{}Ii~ {Ii r~~o t fHH',d so:! thl'lt I}nl t~dt!\l. t,er 1.:. 

'but it t,he 14\'gltl)IHlt~p'rlYate n~~dl\\ ~'f.fr\!l 
~oul~~ oly It,,ove to centa. 

-r-~~·c' 'ft: f,\·t '11 
n't.:;:g , 

:thf': 
! :,1 

; I, I 
oJ'; 11tcUr t,:d::;>11ii\.1ltt()U ; '~tl!'Of;,£ii,tl*, is:.~ 

f.r\~1JH~5 !"!'om the: ;Portufi('..1€t$~ Bi: t 19:, 'I."~~ t.~'; ~~1i!I l'H:Hlr 2'1 clli\:r~ ttl 
t.·$ !;,I(uH~11)1l)!. 'rh~H'e li~ re,,~l9cm 'i;.C H.@v@ th.u..t ,. ~5' lill1;lon 
Swt~El fn..nct! o:r'f~rea to us. by 'the rtue;~ID,:<5t1i 1~ .Y;~rnu,;ra';y 
&;;~f.\ still ,tl"'i:d.l~hl~L 

, 
b) e thl:'" ;;(t{/iolllz{'ktlon 1:11'(11 eu~h~.o::i1I\Oullt!il of 

;it~b~;~rrf\!nef: ln' h}f;;;I" torit 'f.S.f. l:"J,l"e rUi.l(~fU''i{!lry to brlnSi( thti! 
,~rl. 

re, tf! dovin n~l{<.:r 2; Qentl1. 

~. 1 El ~roee '!I~U~t\ 1ft f!.\ ~ t;f}, 0111 t1 "11 ty ;lind §H:H'l,(H'! 

f,lt;!t:!lU~ a,~)proprl:~:tf: tor t!H.~f:it.~o11i1.i!j t.\t."Xn. It we und~rtake it, 
the lJ. z:"ftl\1rt Fuml ~111 IH~Yt:" to ~., :It;~ ~f r' i..~ (\ {;, w.i • 

I"ut tlHii.r.l 1 ee no t r) t for thenH? 1:"~t,~He(HH;~ ~ . 

unllk.~?/ 1':1' ti;~ 
lr~, r~~.:!'::~r ·~t'()rli{. !'l. 

!,: 
I 

{'oj 'l:f' f ~~~,y.;l1a~ .:~·;~,1l.J~f!t 


Fun:d ix'ow epl\i:!'dnji.'; S.);'j 

~~ S o.f rr}1nC~j' i'n the 

;rH:~kF;t t.r~i1i:;,wifui fr'{, 1105 /j;Vi~ i 


n8,Q €: 9 ?!~r;r' :J?o V~rnill!ll ~l 

I 
1!(11:Ung ,to~t}l~ 

. i 
I 
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Subject. 	 Un Qf ::Jt.abllization 1\md to holdS'Wis$lfnu\os for t1m stateu.part ­
ment. 

1. Follcwd..ng Z'0ur inetructiqns T phoned Mr. $liSs in ths Sta.te r:"ep~nt 
Oll this 1II1at.ter and. to\lDd that. he 11fa& (jUt. or tORn .fc;n· B6'Va:rtll, -.e:e'kth 1: then 
cal.l..t1d1r.ftsinSt&1n, also in Aesistan t Secret...a'yAci.30nt s or:rlC$. 

2. ! explained to 1r.ei.Dstein toot sho'li1.d the StQt,e tlepa~nt wish the 
S't:.&bili.ut1onil\md to purohase a si.3eable q'oont.i.ty ~. ~&\Y th~ l'(ft\&,1nirlg mllion­
odd d~"llaru· of tJle agreed S:2.;l rA11110tl - ot5wi.S5 :f'mr1C$ to bi1 hald rtft' out:­
seQ~tmtu.eQ 1..1Y othel' c~untrlet:l d,a~i:f\nl\:t.A3(t b)',.".hi~) ~·lH.i~ JJmjJa:l."tM~nt j)'I,lIt 8X4;loodi:­
tUNS in ai~ COlm trl €i5 J the T'~t-}~tl"Y w'Olllil he tid. 11:1:!l~tto t.i'l,'ll ;;~Jn I1J PlXlI1lidlllQ tn& 
Strnto .Per~:rt.!lfil'nt givot\l some t'om of wr1tte~1 ~;WLra:nt~" ~ftI.;b:iU.\lt 61:A;·eb&~m lOililW0Jh 
.MJ-. ~1nate.1nsa:ldhe lfOuld, tamiUar1r.e b.tl1nl!.wi th t.f:ttl _M;~r ~OO glElt. 1.n 
taucn With ,.. . 

, 
em Ilprll 16 1,11'• .f~:1nstein pne.ned file ~d lilai.cl ~~,,:. atter i.nq'J;;l%'.:b1g' ~round. 

. Mle ~tate Lepartment he l~ fouru.t t.b0lt he 8hould.'tt~~ care o.f tfl:t'l ~•.t,~r and 
asked agg;in to bavo the a1.t,ua,'t.10.fl s.'ltpkinfijd t.o him.. ! thf'trato.n'I re·pear.ed 
w.natl told }}jJn hetOl"E!" ell&borati~ ootl.l8 _tter hy poin'titlg out 1llUl't should, 
fol' e~le, {Jolomb1a \'tiint a. tQ~ 3lJdStV £l'ilWCl/1i it \'leIS our unfiel"Staoru:i:1.ng tmt 
the State De~rtment m13ht wiab to let Colom01&ii.punha$e fjOJllO franca frwti this 
Oovemment., but of COQrse it. m13ht. ha,ppentMt an excluange loss co'ulti arise 
in this transact1cll. ! said thfA.t 1t was rIt'Jl umerstand1ng that there WAS no 
ne. at this time for 'UleStateL~partment to decide what t:,!oliey it woWJ:1 adopt 
cen.ceming thfJI rate at whioh it 1iIOl1l.d Nsen the SWiss fr&nC:8 t.o uyother 
govem:ment.. .A.ll the 1'relJi.$ur,y Pep&rtment wsnts ~.s an tUHlerst,and1.ng that should 
wch resale ftwult in a 10sB, the lcsswould be torthea.ccount Gl' the 1)ep~rt-

. MRt. 	of5t.ate.. l\t'. r.1.natein aaid be now lmdersi.ooo the matter ·am 'Ilfould .find 
Ollt 'lllhat . the· state tie~t "anted done Wi. t.o referiDf)e to too u~e ~f t.he 
Stabil1aation .~. Nt a ~r and. ho~r et ~lm8s ,:francfJ. 
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1. "rhe State Dep&r't;~er.lt hall 1"eqt~••te4 t~.0 "1:'!fea:tftl.P7 11\firpart .. 
memt to r.u~11.1tat. th~ae,u.i&1t1M tJ! tihe $'11.1 •• f:l·~G. tt$ee:IJ~1U7 
t'or .1!l:II'&t1nA the eX:~).IUt$. ,~n~rurl".4b::r ·~"1 t .....rland lXl :fieyresentlag 
thfli il'1'ttl:re$ &$ of th.1a iL~ov$,r~ t a£;t.d of' of.a:l'4u" t~arieftT::l l"o'Pu.bl1e$ 
tm. ~,n~Ji4iti.".it$l"". :. '.j . . 

, I 

.2. '!."h.e. f:~t.&b1.l1,..tl_F'und could. be '\;I,$ilbt'u,l It'l t'ill;e.1J.. lta,t1ft,Q; 
$tlch~al:y~ulln tl1l by acqu1rll'lg~W'lfi. franc·s t:.:;li" r~.a&let.Q ·th~f.~ti. 'be 
Ue.put.nu:n t aJi~cl, t.Q ot.4e~ Am:t't~1~8'n r .. pU:bllC;&tf7i~t pref'e.r t3G&:l"r&l~~.•. 
th.e l'leCe,usary traxl.f·~r. tl:u"f,)ll~ tbia oountry.•. ; .t\s.~rd:s.ct:l_a 
",,'1110e .,uule at an a~r~di rate '01' Ue'la~lge. ~.;,b~5&4b11t·Ii..~1!QI'I 
Fund llflll9d.nob ~d.nrtt!Ij,~e .~~ rlltR in b'!l,'1~. bol;4.;bt.tj,. a-mi.'lait<lllng 
S,..1 S8 tl"aBChl r e,,.tn;.1. PllJ"POil.. ! , ' 

I t') 

,. In: eol'Ulll~ tlo~wlth ell al()pl..1eation!Cit'. 11 Formlil1!i"·U:ruifll 
11(uu'}$Ci to tl"1IIllid'e'r$2.2 ~11111GIl t~;Qm tbe 8w:1a8l1i$tlc~&;l.iZi.k 
totb.f:I .5PM1.r.ti'~or• .t~ ~tX;e.b.&n6e' In.tltut~,, the: llwla:s i~,".tl~rial 
ff~ank' h&8-aF."••dt~ .ell t,o thls~;()V'el~Dlit$~t ~~d.elS f.Wl.~;".t.o .th.!'! 
am,(j\Ult or i.E. 2 m11l10A. .~. tb~ 11cense mustbel.ran.ted r;n :th~ 
rooo.mm-e-adat1on ~.r tl~e ~ tatl! l)f)ipf,Urt;;~fl"n t. t t.hle ~tlla 6.ppeat" t~ b. 
a fa.vQ:ttabl~ 'Clpport'w~1tl f'iof' tUiI\IUl"'ltl~ ~Jw1$~.t:'r,ml:!,£!;fl wi th():~ti. ;.lttakbt~~ 
ad.41 U.onal £r1&. e.1c.b.an:g" : ...a:1.lable 1,n~~li4rOplh:: 

I • ; 

4. The f;,tate Dopa.rtment ha.8 .l1." • .,d1 l'lrt\t'oba:aed ~l)2,O ,eb;(\) of' 
l\l,,'lss franc$ wh,l,cn have ti ••. !i tN;'~'1iJt ftt'l'~jHl tiot'l:i0i;;43'f'Jl!i&K~~:itd,&ter> 
in l&erntCi be \trJuui OJ' ~;d:"m j?(;I' t'elh'#t .Pll:tl,llb-t1." '1n {1:rt)0C.~. Tll'O 
State ,,~".,p.utm.ll.t hal. a.."i additional ;f~b,o # 0'00 . a*al1ablelte:rIlUf­
\lal:v111lt1Swilia.frlUtG Ii it'& ~h.le t.lm~.'ibe St.til '~>tiI~U"t;;I.l,._t1tl!.$;1l!I 
a.ai(aedll'hGrtn$l" it "Guld be .,eas1b>le t·o.t! the :rr,a.u.~ 't}$. acquire 
tf:1~' rei&a.lnU);gSw.1.. fNP,\tca ($l,;DO,·OvO) f·Ol~ 1'~S'al~ tQ t.t'it.$ ·~~~Qttl 
Df).llar~16n:t. ~4 I) tk.j,:~1"~'l.m&'rlef;ill.r'6publlet!l '1i1I1 th1~ th~ r.leJ1t:.t :f'ilW 
1tI1011ltl:UI. ' ;.; ;

i'; 
! 
1 

i i , 
!, ·1 , ,j 
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)",./tbe, aoe' a1&nif1cai1t deve10pDeat 1D tbU ,tlelJi ciuHn&1941 ". 
theutabUBlau.t of J,be S~AIa.-lOaD aDd. the Stno-_lt4J1b StabUbaUOZl 
hnds toatabJ;l1ae the wlaUonebtp be". the ~u. JI'USIl an4 the 
U. $. ,ollar aDd tbe-BI"1t1a)1 po_ st,erlJ.l1a, ....,ectivel;y. S4Jparate; 
but cloeeqparallel" "",.0\1 .... 81pad :b:t Apnl between C~ ;ud 
the•• OOlI8t1"18•• Tbe .....emu prori4e tor ~ appolDt1Ient by the 
Ch1aeae ~GD' 0' a 11..,........ board (t-.. C~8., one Amed..- aDd 
OM Bt'l~h aaUOBal).w ....... the,..... UDdOr tbt). .-ent, 1I1th 

GJ'.•atDr1~, tD8 ,Brit1sJa ....un' ....... to'pl'OY1des aU:U., p~ 

._11rac 111 M41t.1on.to tbe~t.1Il. S1no-8li.~b Stabl1j,aat1oD, ,. 

wbJ.ch De .et. up :J.a19J). ~' ......_t ""'til ~ Urd.ted. S,..tes, oan. 

tot the ...... tb~ U.S. Stabiuu.Ucm ~t4 c~.~ to ,\be ' 

_oat of U. S. eso sUl1ou, ·.sf", a cont4'1lN.lon by OQine•• ~t 
bang ot 26 aUl1dn U. S. dollar. to the joint. tuad.· TNi'S~blUuUon 
BQard bepa operat.i.one·1il A....t. . 

~ ...,l1er,r.peatedl1l'e881fe4, ..a.o6Jll!ll_t:~••• the' Un1ted S\atcNa 
and G~a,/1i!i1fPU'Cl on JW 1.4. 19)7, ~op~ tor 8t&b1l1KtiOnOpera­
tiODe' 1b chin... nan. " 

:!he Uid.tecl 5,.tu baa also _te~ed; into sta.b11iaaticm ~tf.1 
W1~ ~eo,il'adl &ad Ar.ia\1n&. the ~t'$'1t.h Mexico was signed. 
on. November 19, aad plO.1clIta 101' ,the u.,. 01 ~. ad.U1on of the u. S!" 
Stab111satlon llmd to 8tabil1u the U.".' s."d.o~~can peJ'o .exchlm&8 
rate. ~ tJD1tad S~."'BI"aaU1au Sta~sat1o,a Ape6I'AG'hs1pd on 
JUl¥ 15,1937, aa4 ao41tl84 on s.,tember 2, 19~, 1s.tU1ac~v.. the 

. _~"lth the A~entJae, .1ped on J."T 1, 1941, has' not 18' 
-, __e ope1'at1ve, ~. ot tb.etatlve of ,.~~..~C~. to 

I'atuylllld. .oDt1a U. .......,. 1irl4* Woe e.naageatmt, .~~tl1lon 
o£ tb8 l1J. :5. Stabil1.-tioD ..... :1& ·..'aald.e .• pJl'cmoteet.abll1t7 be__• 
the 0 ~o1e. of t.he two oO\lDt.r1ee. . , : 

, ~! ., 

09".~~' 15. itwNIta ....i .... ~o .1U1011,trom tbe U. ·B. ·S'ta.l>Ui.... 
\1on i\uad' ..hut' '014 to ~ 4.11.....4 _thin 90 datS; .. OIl' Ot::~bfJr 10, 
en addlt1onal.$)O mUllon lI3a1rat gold. to be d.elivered wttb:Ul 180 d•• 
Ttl....... t.be first .0 inetliDoes in _ich the a.8" 'beasUI"T purcbued 
gold tor fUtu"8 d.U....,.. " 
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I gave :yoti a hasty, &nswer two::waaksag<? ,.tc) yo~ !lu,es~iop. as tQ:w,~, ,the 
. 


Stabll~zati0:n Fund regularlybUiB;gOld,f~om,,~~e Gen'er.a~;:i~di thi'<5,'ligh' tn.~ N,8W;,,' 

York Assay Office. . «,.: '. . ":) 
 ,',,- . 

, ' '. """. . , ",,' , ",.'", ",)1' ' : J .' 	 • I 

. 'Th~ attaohe,d memora.n.dunl ab,ove that .,In 19,4.;kt:r.e l'und on ~a.J;~o~ ~801d , ' 
, ,$58.,OOQ.OOOmo1"ego1d ~oforeign cOu:Qtrfes",,,t~n:;'fi,t bOJi~t',{rpm tl'fe~~:, T~~~ld ' 
,deftdltWa,' 'approximately balanced by the",~dts"8et piil"OhaS~9 of"$47.000:.000, 
of gold fromt~ ~ner~ 'rFund.:. , """"',;.i,; , ' , 

, The, queli!tfon oftheStablllzation. 

th,e q"ri'erai itu)(1 ;!J.us b,oi '~' own to this;:" "ShOu1cl ,the~S~e.bliizati?clnf:',;)'f;~~/}~,Ur~J,tg 

a given perlod (s~ch as the ,firatsi:x'm(jntlfs..})f.194]j)j)tircha~e cOn~'~9..er~bj;e;'~ount's 

of gold on b~lanoe ftom'foreign,coun:trfe~." fts speoial cltt..h'~cccr¢1t,',wLtn;the' " i 


F~deralReser!e 'Bank!)! New' yorkm~'1)~";,~".,,gpw.n widesiti\D:tl;,16w~:~" l~':~~;c~>~<, 

period the Stabl11 zatton Fund 'wOuld sell. gQldto the~nei"a.llFtiild.\~.:Contr~rlw:t;se', 


, at o:ther' times'( such as the ' 1e.t ter'pal;"t "rilT941),the' S't~~~~!i4:~ti:o#,~cl.l~E;~~S' " 
,considerable amounts,C)!. gold on,b,a;tS:i.lce,,:t9,,:,:fg1-"eign co~'~t;:g~.." ~4''''$~nd!B'i'ft"~':con,... ' 

venlant, to ,use ,eo,me,of the'rasultin:g ,~eh.",t:Q",p~ohase'~ofd~;., ,c ,bm:"Mie,'GenElral FUnd 
throU'ghtlle lew: York, Assay Off'i~. ': I';'; , ",' , 

. 	 " ", , . i • i . ~ . ' • .'.:.,Jl ;, •• ' '/ ,:;"~i', "~ ,:- < 
, '~ 
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The general poli07 has been, 'to 'hola 'about $25,.OOO.OOO~C)]~·"tJl:;:-ot~"go[d!'~~1,:t~er' 'J 
'\ 

at the Federal Reserve, Bank of New 'Y~rk or',With ',the As~a.1 ,O:f~lC(:;':to:,':~~~~:?~friipr:e~ , . 
. dlc~abl~ "demands for gqld by foreign, .,00uritr16Er. . 
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" At,:t;entioii::Vice'>Pres:ident Knoke~'> 
: ,,' .• ' ... ::: "",r." , :-" l~' ,.:~ ,,' ,: 

,-.' I. ;1.!· !, '. ...i... .... 

Dear'S~r!:-' '<' '" "'"' " ,', 

'i~38;·~t~t;~~~~· ::~: ,!~t~~!~~~~t::~r:{o~~~tt~~t .~~i:;,L" ",,~!J'r .. 
,,~f th~:'"TrE?asllrY1'~,t the flat, rat~ of,!$35 per, Ifine<,~~oY;:19un9~',::,:' ",:"";":;''.:',,,::.;,,},' , 
"', t' ded , tion "of' 'an ,amount for' usual mirit '0 '~~. ,?I;:~rJ1t~"9.t~,, """i'ir~\::' '::'" 
, handlj:ng'i ,'chi;l;rigf3~' ,:,~d also:'auth9ri'zitig, and, ,\:t;~9.ti~Ir:t;ifrlgtY.9.\l,'¥S~J1!{ie:~ZI!: ,:: 
,agent, of:, tne: Unft:ed States' to cr~d~tahd "hQld' sucY,i~'g9illd, 4i\l,'a~~'~cJ:al::. '" 

,G~M;;~:;:~::u:::~::t~~:~~~::::~r~~il~l~~lri;(~~~Jt!y;~~~f:i~f~,

;time ,to: time, and ogmirmed'bY'W'ire,' you'are:'a~t~qr"i;p;:F~~~S~L~;:<:~:~,';:;:;J"J.\ ", 

"!i::~~~i~;~~~~~~i~!~:~~~iJ:r~r~~c~~i:~~:~f¥:",~i~ji.(sJ",,~;;lr:: ..... 
, from ,the~Speoia:i,Gold:' Custody Aooount, of,~:the Tr~asurel!';of",,'tne'('" ::,' '~"" 
""StatfJs'w,iti-/yotirbai1k,~rid oorrespohq:,ing 'c~;t'ges·;:,'efit.~b:fd~y;j,:i~', " ! ' 

"~Ii',tli.e '$pecial';Gola, Custody!tcrioun:t:f!:~ ',' transf~#',Jd:!trf,e'-f..s~fLY;:" . 
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'DE\~ALU.ATI(jK'()F DOLLAR AND STABILIZATION' FUND 

,THURSDAY, MARCH 2, 1939 

" 

UNITED STATES SENATE, : 
, SUBCOMMITTEE OF THE COM'l\n'riEE .ON 

BANKING AND CURRENCY, ' , 
, Washinqton, D. O. 


, The subcommittee met at '10: 30 a. m.,pursuant to ~all, in room· 301, 

Senate Office' ,Building, Senator Carter Glass (chairman of the sub­

committee) pr~siding~ " ," . '. " 

, Present: ;Senators :Glass ,(chairman ;of:',llie,:;siificom:irii£tee); ':Bank- , 


head, Adams, Brown, Smathers, Miller, Townserid, and Taft. 

, Present also : SenatOr Wagner.: , ' I 


Senator. GLASS, (chairman of the subcommittee); Gentlemen; the 

committ~ will ?ome to order. This meeting is for ~conside~ation of 

~enate bIll 910,mtroduced by Senator Wagner:.......I assume, by reques~. 

. (Senate bill 910isasfollows:) , 


(S.: {ltO,76th Cong:; lat' sess.] -: 

ABi:LL'T~exfehd ' the' !lme wIthin: whlchihe powers '-r~latl~g to the stabUizatIon lurid 
. lind alteration of the' weight ,of the dollar milybeexerclsed ' 

;' 

; Be i.f enacted ''by'the 'senate 'and 'Hou8e at, Repl:esentatives of the 'United 

States of America 'i:n Oottgressas8em'bZed,' That subsection '.(c) of seeti6ril0of 


, the Gold.Reserve .Act of'lQ34,llpproved January 30, 1~4, as Ilm~rided;isfurther
: limended.,:(o4·ead::as·follO:ws':,,·,,- : , ." '. '.. " ' , , 

U(c) All the: powers conferred, by this section shall,expire January 15, 1941, i! 
. I unless the.'President shull sooner declaie .the exlstirigemergency ended and ilie 

.	operation -of the stabilization fund' tel.'minated.'" ' " , ' "', - " . 

, 'SEC. '2,· The second sentence added to .paragraph (b) '( 2) • of section :43; titie 

III, .of the Act ,approved .May 12,: 1933,. by ,section 12,of said ,Gold Reserve. Act 'I 

of 1934, ,as amendea, is. further amended to read as. follows,: "The ,powers of 

ihe.PresidentspeclfiM in tbisparagraph shall bedeeined to be separate, d~ 

Vnct, and continuing powers, 'alld may be ,exercised,.by him, from time·to:t1!nc, 

severally' or together,: whenev.er . and as the.expressed. :objects of this section in 

his judgment may 'require ;, except -that such,powers -'shall expire Jillluary 15,­
1941, unless~he Pr~sldl~nt· s~all sooner declal'e'thli! ex111ting' ~mergency ended.':", 


-, ,senator .GL:...\:SS. :,The Secretary of the Treasury is here and. ~aIits 

to be heard, and we warittohear him.: ,,', , ' .. 

, Mr.' Secretary, youhaye ~llkllowledge of the: content of thisbW, 

and the commIttee would lIke to have a statement trom you on Its 

substance.. :.' , ." . 


·Secretary MORGENTHAu.:Mr.. Chairman, if ·it· is, agreeable· to you, 

Lhavea.prepared,statement which 1 shOuld be-gIad,to ,read . 

. , Senator GLAss. ' Yes., '.' '," - " , . .' 


Secretary ,MOROENTHAU'.. I~ that,'agreeal:)ie,to you ~ , '. 

, Senator GLAS~: Yes,' sir; .perfectly,~agreeable., 

, Secretary.MoROENTHAU. .Ye.ry well; SIr. ' 


1 
,I 

.....:ul 

: I 

http:whenev.er
http:exercised,.by


--------..--, ............,.......... .I.'U.Lv..... , 


,r- ~ 

~Il'

o~~;-:

W· <U'Iu: -;u 

~;} g 1 
;j~ z 

~ ~ "'I J
:G~ 

N:.-. 

;::> >­
<..( cu 

J 
,. 

.) 

.IJ. \.I. 

Secretary MORGENTHAu. Mr. Chairman and members of the sub­
committee, on January 19,1939, the President wrote to the President 
of the Senate and the Speaker of the House of Representatives recom­
mending the extension of the powers conferred b:r, section 10 of the 
Gold Reserve Act of 1934 dealing with the stab11ization fund and 
certain po'wei's specified in the act or May 12, 1933, relating to fixing 
the metallic content of the dollar, v.hich would otherwise expire on 
June 30, 1939. Senate bill 910, which was introduced on January 23, 
1939, by Senator Wagner, chairman of the Committee on Banking' 
and Currency, is in accord with the recommendations of the President, 
und I am appearing before you in snpport of this hill. , 

A discussiollof the provisions of S. 910 may be conveniently di­
vided into the provisions dealing with the. extension of the stabiliza­
tion-fund powers (sec. 1 of 'the bill) and in the provisions dealing with 
the extension of certain powers specified in paragraph (b), (2) of 
section 43 of the act of May 12, 1933, which princ1pally involve (a) 
the power to alter ~he weight of the gold dollar and (b) the unlimited 
coinage of silver. If it is agreeable to you and the other members 
of the subcommitt~e, Mr. Chairman, I propose to take up the pro­
visions of S. 910 1n that order. 

May I proceed" 

Senator GLASS. Yes. . . . .' . 

Secretarv MOHGENTHAu. L Continuation of the stabilization-fund 


powers: The stabilization fund of $2,000,000,000 was established by 
section 10 of the .Gold Reserve Act of 1934, which was enacted on 
Jariuary 30, 1934:· ,The $2,000,000,000 placed in the fund was obtained: 
from the increment accruing to the Treasury, from the decrea,se .in 
the: weight of th,egold dollar andc()nseqtient increase in the value. 
vf.the gold held by the United States. .As originally provided,the 
stabilization fund had a life of 2 years, and the President was author~ 
ized to. extend thfil period for 1 additional year. This he did on 
;Tanual;y ,10,' 1936. In January 1937 Congress, in an act similar to; 
the hill now being-considered by the committee, extended the life of 
t,he stabilization fund until June 30, 1939. The purpose of the legis­
laqonnow before your committee is to extend the fund until January; 
15,1~41.. '. . . ; " '. '. " 

During the 3 years immediately preceding the creation of the fund 
,rr)pr~ .than,30 nations had depa1~ted, .from· the-'gold' standard arid' had 
adopted either floating currencies or exchange controls. Confronted 
with these mon~tary devel?pments, Congress, fully appreciating the 
need for a speCIal fund, w1th ample reserves and adequate power to 
cope with this new trend in international monetary matters,' created 
the stabilization fund. ' . . . 

Since the establishment of our stabilization fund other countries 
have abandoned the pre 1931 gold standard, until now every country 
except the United States and one other country important commer..; 
dally has a currency which, in effect, is either a floating currency or 
is subject to exchange controls. . 

Whereas before 1931 currencies fixed in terms of gold and stable 
in terlUs of exchange rates charactel'ized most of the world monetary 

exchan~e clearillgagn;ements. Formerly, rigid mint parities and 
unrestncted gold movements ruled international currency relation.,. 
ships; now dependence has to be placed chiefly upon the day~to-day 
decisions of governments adapted to the continually shiftmg eco­
nomic, political, and monetary conditions. 

The purpose of the fund is to stabilize the exchange value of the 
dollar. In carrying out this purpose the fund undertakes a variety 
of operations. . 

Sometimes it is called upon to prevent violent fluctuations in 
exchange rates induced by acute pohtical developments which cause 
flights of capital from one country to another. Such,· for example, 
was the situation created in the fall of last year when as a conse­
quence of the Czechoslovakian crisis a large volume of funds sought 
to leave Europe for the United States. The outflow of funds was 
so large that'the amount of gold which it was necessary to ship from 
Europe to provide dollar balances ,was far greitter than could be 

. taken care of through Iiormal commercial channels. If there had 

been no. stabilization fund to cooperate with the' other funds, the 

dollar exchange would have fluctuated so violently as to disrupt our 

trade. Internatiol1almonetary chaos might haveenslled., , 

. . The occasions which call -for operations of the magnitude tinder~ 
taken by our fund last fall are, hmvever, sporadic. Normally the 
stabilization fund is concerned with hour-to-hour and day-to-day 
fluctuations in the dollar"exchallge rate. "When the exchftnge market" 
are quiet and there are no :unnsual .disturbances, it is not nesessary 
for the fund to take an actlve partmthe market. Atsuchtlmes It 
operates in relatively small amounts and pftrticipates in a relatively 
small number of tra,nsactionseach day,und may even not enter the 
market at all. '.' , .. .' .' " 

,When, however,£o1' one reason or another the operations in tlu; 
various exchange markets become speCUlative or panicky in charaG­
tel', witharbnormal fluctuations, then the stabilization fund steps 
into the market and becomes active in buying and selling gold and 
foreign exchange for the purpose of minimizing fluctuations. .. ,. 

During these operations it is frequently necessary for the stabiliza­
tion fund to acquire foreign currencies. The fund attempts to carry 
out aU'such transactions with a minimum of risk. In the past, we 
have been successful inavoiding risk of exchange loss throU<Yh special 

--reciprocal arrangements'between cooperating treasui'iesun~er-,vhich- ­
foreign exchange is immediately convertible into gold at a price 
fixed each day. IncidentallYj 

it should be pointed out that because 
we wish to avoid the possibi ity of an exchange loss we frequently 
forego the possibility ~6f an exchange profit. . 

There are also occasions when the exchange rate between the dollar 
and the currency of a country with small gold holdings is subjected 
to pressure because of unfavorable political or economic develop­
ments. The fund can be employed, and has occasionally been em­
ployed, in such circumstances, to help stabilize the dollar exchange. 

For example, our arrangement with China was just such an. opera­
tion. There was stron~ pressure against the dollar-yuan exchange 
and China needed dollars in order to strengthen the dollar-yuan 
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eliminate any risk of exchange loss, China agreed to repurchase 
the yuan at the same rate at which the United States purchased 
and China's promise was backed by adequate gold and silver col­
lateral, which was kept on deposit with Federal Reserve banks. 

An arrangement of like character was made with Brazil in 1937t 

owing to subsequent developments the arrangement was not 
utilized. 

A similar arrangement was made with Mexico. We purchased. 
Mexican pesos and in exchange made dollars available. Again, as 
in the case of China, the MexICan Government agreed to repurchase 
the pesos at the price we paid- for them, and deposited adequate col­
lateral with the Federal Reserve banks. 

There are times when the situation in the foreign exchange and 
gold markets calls for gold operations by the fund in the London 
market. If, as a consequence of ceItain internatio~al, economic or 
trade developments, Jressure should develop agalllst the doliar­

. sterling rate: the fun might, in order to protect the dollar's posi­
tion and American commercial and trade. interests, engage in .gold 
operations to relieve that pressure.. It might, for example, place an 
order through its fiscal agent, the Federal Reserve Bank of New 
York, for the purchase in London of a specified amount of gold at a 
specified price. Upon execution of the order, our fund acqUlres gold 
in London and supplies dollar exchange in payment. This gold is 
placed on deposit ~n London and may be d~sposed of in any of sev­
eral ways, dependmg upon market developments. Should, for ex­
ample, pressure against the dollar then occur, the fund could release 
the gold in London for payment in sterling and then sell sterling for 
dollars. If, on the other hand, no such pressure develops, the gold 
can be brought. to this eou~try to be held in the stabilization fund 
or to be sold by It to the Ul1lted States assay office. 

There are numerous other technical ways in which the exchange 
and gold transactions are consumIllated"depending upon where the 
pressure falls, what the reasons f91:'thepi;essU1~are, the conditionof 
the various exchange and gold markets, and ev'eil the shipping facil.: 
ities for gold available at the particular time. 

From 1934 to the middle. of 1936 the stabilization fund acted inde­
l'endently in the- purchase of goJd and foreign exchange. When in 
1936 France was confronted with a mOll~tary crisis. tIle United King­
dom,' -France, and the ,United· States·realized the'llecessity of·taking' 
steps to safeguard their economies against cDmpetitive exchango 
depreciation which in the long run would benefit none and injure all. 
Therefore, in pursuance of our policy of promoting stability of the 
exchange value of the dollar, on September 25, 1936, we jomed the 
governments of Great Britain and France in the Tripartite Declara­
tion of policy with' respect to international monetary affairs. Soon 
thereafter the governments of Belgium, Switzerland, and the Nether­
lands announced their adherence to this declaration. The machinery 
for collaboration to attain the common objectives laid down in the 
tripartite declaration was provided chiefly bY'the stabilization funds 
of these countries.' . 

The stabilization fund· is, uncleI' present colldltlOns, a potent, .Jllstru~ 
. ment for the protection of our stake in world trade and of every 
A.rl1erican producer who. competes in the American market witI) fo1'.­
E:liO'n producers. The only pers~:msin the United States who can pos~ 
siblybe injured by theoperat.iol1sof the stabilization fund are spec­
ulators in foreign exchange. Whereas the businessman needs sta" 
bility in exchange, the speculator thrives on exchange fluctuations; 
Any businessman who has had to deal in foreign currency knows that 
the dollar is the most stable and the soundest currency in the world 
today. The $2,000,000,000. stabilization fund has been an importan~ 
and I believe, essential instrument in maintaining that stability. 

The occasions when the stabilization fund has been employed, fOl~ 
large-scale operations to avoid disruption of the international mone· , 

J tary market have been few, yet the fund operates regularly to mini­
mize undesirable dar-to-day flnctuatioiui in rates. Itsve.ry existel'lce 
,~onstitutes a stabilizmg £actor in the exchange market. It is a major 
force in di?9Pul'aging, speculators from undertaking raids on our 
exchange rates. What is even more important, the presence of a 
$2,000,000,000 fund set aside to be used for exchange purposes, when 
necessary, effectively discourages the initiation of currency deprecia­
tion wars which would,of course, bedisl'uptive to world trade. 

One of the responsibilities of the stabilization fund is'to assume in 
times of stress in the foreign-exchange market the functions normally 
performed by private operators, who, because of the risk involved, 
may not be willing to act at the very time when there is the greate.st 
need for exchal1O"e facilities. There have, for instance, been several 
occasions in the l'tStyear when the fund waS virtually t.he only source 
of dollar exchange. 
. There is still another important fUllction which stabilization funds 

throughout the world perform-namely, the protection of the do; 
mestic money and credit market from the impact of large gold losses 
or gains. Because of the large amonnt of gold held by our stabiliza­
tion fund, it· is in an excellent position to protect our credit base 
against heavy withdrawals o~ gold Jrom tIlis country. . 

It may be expected that WIth the restoration of normal conditions 
abroad gold may leave the United States in large volume. In such a 
situation the gold in the stabilization fund will cushion what might 
otherwise constitute a severe slwck. to our economy. . 

..c..:'.The;:.e.me.rg~!:lcy 5.11 .th~,lnteI:IlatiQIl!tl.e.CQn.9Jl!k~n<ll'flQ.netary Jield. 
still-fxists, and, unfortunately, there are no grounds for believing that 

emergency will end on .Tune 30, 1939. On the contrary, the're­
currence of international crises is as probable now as when the stabili­
zation fund was created in 1934. . 

Regardless of the trend of international developments, the stabili­
zation fund may have even greater usefulness in the future than it has 
had in the past. . 

I turn now to another aspect of the fund. .When Congress estab­
lished the fund it provided that an annual audit should be made and 
that the Secretary of the Treasury ShOllld make it report to the Presi­
dent once a year. There was no provision for any other report.· Con­
gress evidently recognized that every precaution should be, taken to 
prevent anyone from attempting, through knowledge of its detailed 
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operatIOn, to gam speculatIve advantage. ' It was 'then known that the 
British fund,was operated l"'ith the utmost sec~ecYi and it was realized 
that a certam amount of secrecy was essentIal 1£ our ftind was to 
serve its purpose most effectively.· ' .' ., . , 
•'So far as there is secrecy in the operation of the stabilization fund 

of the United States, it relates only to the transactions and status of 
the200~million-dollar portion of the fund. This account has never 
held :more than a relatively unimportant ponion' of our monetary 
gold stock. It is with regard, to this portion of the fund that the 
exchang~ speculat?I's, interested in followi~g for their own gain.the 
day-to-day operatIOns of the fund, wouldhke to have more detaIled 
information.' These speculators cannot now tell whether the: operating 
por;tionof the fund at any given time consists eritirely of. gold, or 
entIrely' of cash assets,or partly of each. They, or any' c~tlZen, (jf 
coilrse, can tell from the daily Treasury statement that the stabiliza~ 
tion fund contains at least $1,800,000,000 of gold which has never been 
touched. ' , "'; ." , 
, Speculators would be the chief beneficiaries from publication of a: 
current record of the day-to-day operations of the fund. Failing t6 
obtain. current, information, theywouJd like the detailed data on past 
operatIOns. 'Ihe past record would' enable them better to trace the 
current activities of the fund. ' , , 
, One of the important ways through which the stabilization fund 

helps maintain confidence and stability of exchanges is by its psycho­
logical effect. The less the speculator knows of the day-to-day opera­
tions of the fund, the smaller do those operations have to be. 

II. 'Alteration in the weight of the dollar: I now come to the second 
section of the legislation which the committee is considering: Ex­
tension 01 the authority to .alter the gold content of the dollar. 
This power, when originally given to the President in the Thomas 
amendment passed in May 1933, was subject to no time limitation. 
Roweyer, it did provide that the gold content of the dollar could 
not be reduced more than 50 percent. In January 1934, when the 
President recommended the ena~tment of the Gold Reserve Act, 
he recommended that the authority to c.hange the gold content of the 
dollar be limited to fixing the dollar at a gold content of between 
50 and eo percent of its former weight. You may recall t1..'lton 
January 31, 1934, the President exercised the -power granted him in 
this act by fixing the gold .co!1t\,)ntorJhe,dollar at 15%1 grains:of-. 
gold'-9/10 fine 'which was approximately 59 percent of its former 
weight. ' 

The Gold Reserve Act placed a time limitation on both the sta- ' 
bilization fund and on the dollar devaluation powers. On January 
23, 1937, the dollar devaluat.ion power was renewed by Congress at 
the same time the stabilization fund was extended. 

It is my conviction that this power should be continued. 
The dollar now has identically the same gold value it had 5 years 

ago when the President proclaimed onJanua;ry 31, 1~3.4, that the 
gold content of the dollar shall be 15~h grams of gold 9/10 fine. 
The fact that we have kept the gold' value of the dollar stable 
through the international moneta.ry disturbances and alarms of the 

past:5~yeats Shoul(tlJe aaequate aSSurance tnat there 'IS 'neIther aesire 
not intent on the,prirt of th~s administration to alter' the gold value 
of the dollar except under CIrcumstances which clearly demand such 
~tioo..'· : 

This power is a'weapon in 'reserve which 'is needed for the pro­
tection of American interests. In the monetaryfielditis as.iinportant 
as a powerful navy in the field of defense against armed attack. 

In the last 5 years as you know, the currencies of over 50' coun­
tries have changed their gold value. Unfortunately, the future is 
uncertain; the trend of international economic relationships remains 
subject to constant ,l1,lodific~tion. 'Thete is "iio guaranty that other 
countries, in their s~~r~h' f6r what is in theiJ;be!3tjnt.~;rests, will not 
undertake monetary measures which, maYopera,te ,t6the: disadvantage 
of the United States. In, this connection, remember; that virtually 
no fQreign country has fixed the actual gold value of its· currency. 
, ,For the, United States to surrender any (Wits instmments for 
4ealiIig adequately and promptly with internatiQnaleconomic and " 
monetary problems, as they arise, would tie our hallds when imme­
diate action might be cmcial. The existence of this power to devalue 
the dollar has been a warning to the world that w'e staild ready and 
able to defend the position of this country in world trade and to 
protect American goods from intensified competition in the American 
-market. Thus,.stability rather than instability is given to inter­

national exchange rates by the existence of the power in the United 

States to deal promptly and effectively with currency depreciation 

abroad. 


It is my opinion that at this time, when the gold content of other 

leading currencies is :permitted to float, and when the international 

picture is, so uncertam, the Unite~ States should. not p~rmi~ the 

power of Its Government to deal qmckly and effectIvely WIth SItua­

tions that require an alteration in the gold content of the dollar to 

lapse. . ., . .' . ~ " 
" III. Ne\vly-mmed domestIc SIlver: I WIsh to call attentIOn to the 
,fact that section 2 of S. 910, in addition to extending the power of the 
President to alter the weight of the gold dollar, also extends the 
power of the Pre~ident, conferre~ ~y the ,act of May ,12, 1933" as 
amended, to prOVIde for the unhmlte~ comage of silver. As YOU', 
know, pursuant to such power the PreSIdent, on December 21, 1933, 

,'issued,_a_ proclamation pursuant:to .. which .newly.:.mined ,domestio 
silver has been receiyed by the mints for coinage and addition to 
the monetary stocks at a return to the miner of an amount consid­
erably above the world price of silver. Since December 21, 1933, 
it number of ,:proclamations have been issued modifying the orig­
inal proclamatIon with regard to the amount to be returned to the 
miner and extending the orIginal proclamation. The Treasury is now 
receiving newly mined domestic silver, under such ,authority, at' a 
return to the miner of approximately 64% cents per ounce. The 
original proclamation, as modified, expires on June 30 of this year. 
Under the provisions of seetion 2 of S. 910 the President would have 
authority to extend such proclamation until January 15, 1941. 
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Mr. Chairman, if I may, I migIit give you a 'copy 6£ the balance 
sheet of the stabilization fund as of June 30, 1938, which is the last 
time that was audited, and alsO. a copy of the balance'sheeLas of 
December 31, 1938; . 

Senator GLAss. Just hand' them to the reporter, pleaSe. 
(The statements above referred to are as follows:) 

Balanee sheet of the e3Jchange stabilization. fmut as of J!~1te 80, 1938' 

PEVALUATIOK Ol<~ .DOLL.,nt ANDSTA,BILI~ATION 'l!'UND (9 

SOHEDULE No.1. ATrAOR:MENT TO, EXOHANm: STABILIZATION FUND BALANCE SHEE'l' 
OF JUNE 30, 1938 

SPECIAL ACCOUNT NO. l-OOLD 

Schedule sho1ving loqation. of goiii heici' by ,aipd .for,ll:ccountQf ~he exchange 
stabiUzq,t{o:n fund 

'Goldbeld by- . Ounces DoUais 

Bank of England, account A_ ----- ..____________ .. _. _______ •______ •__ .. _1 3S, 941.816 
Federal Reserve Bank, New York_:__ :.~::_:: ___ :;.:::: ____'..;:_:_~. __ :: 'fT47,460:'S17' 
United States Assay Office, New York {held in safekeeping)._••• _.______ 1,162,459.137 

1;.354,006, 95 
I, 661, 128.1;9 

40. 686, 000. 74 

1,248.862.310 I 43, 7lJ1, 2:26. 28 

!'iCH!<,1)ULE No., 2 

Schedule showing tot·a,l earnings of the excha1ige8tabitization fundfl'om Jan. 31,' 
1934, to June SO, 1938 

Source: 
Profits 011­

French franc transactions_____________________________ $352,014.24
Go~d bullion,.._,.._______________::._:.:.___ ..:________________ 

711,099.88Handling charges on gold__________________________~___ -1,772,273.12Silver transactions___.:___________________ .:.__·_____.c___ _ 
105,371.27

Sale of silvet bullion to TreaSlu:ji' (nationallzed) _____~__ 3,.473,362.29Investnuints _______________________________ .:._________ _ 
491,208.70Interest on investments_____________~__________________:.. __ 

2,866,888.37Miscellaneous profits _____________________________________ _ 
410.44

Interest earned on­
.. Foreign balances______________________________________ 56,740. 83 

Chinese yuan_________________________________________ "406,368.31 

10, 231( 737.45' 
Deferred . 310, 250. 56 

TUUI.l,______.______ .______,__ ••__.___-,__,__•___.____.______.__ •___,___ 10,545,988.01 

INVESTMENTS 

Schedule showing classe8 Of U. S. Treasury bonds heldbll the e3Jchange 
8tabiUzation,tund . 

Class ,Face value I Principa)·cost 

2~ perC\lnt 0'. S. Treasury bonds of 1955-00 ________1$5,000,000 I $5,026,56:',.002}i pe~:~~._~~_~==~.~~_~~~.~~~~~~~:~:::: 1;~:: ::::;::~:: 

·Average 
rate at. Accrued wblcbinterest bonds are 
.held 

$41,796.88 100.5313 
10,245.90 HlO,SIOS 
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Assets': 
Cash: 

Treasurer of the United States:Gold_______________________ $1,800,000,000.00 
Checking accounL__________ 1,643,849,25 

Federal Reserve Bank of New 
York special accounL_________ 100,765,630.03 

Disbursing officers' balances and . 
advance accounts_____________ 11,829.04 

Accounts receivable: Due from French Cable 00______ '-_ 
Special accounts of Secretary of Treasury. Federal Re­

sen'e Bank of New York: 
Special account No.1 (goid) (1,248,862.370 ounces)

(see schedule No.1) __________ _ 
Special accounts Nos. 3 and 4 (sterling amI francs) 

Foreign exchange due from foreign banks, secured de·' 
posits, Central Bank of Cbina (165,000,000 yuan) 

Gold of foreign banks held with Federal Reserve Bank of 
New York as collateral on exchange deposits: Gold of 
Central Bank of China (1,395,381,168 ounces) 

Investmellts, United States Treasury bonds (see sched­
ule No. 2) ________________~-----------------

Accrued interest receivable (see schedule No.2)
Commodity-sales contracts________________ .:. ____________ 

Total assets______________________________________ ,___ 

IJiabilities and capital:
Capital account_______________________________________ 
Due to Central Bank 'of China-' ________________ '- __ '-...:__'-· 

.;--- ­ -Commodity-sale~:f ­
Liability for gold of foreign banks held as : 

Gold of Centl'al Bank of China_______________________ 
Earnings (see schedule No. 2) ________ ~_ $10,235,737.45 

Deferred credits (add)____________ 3l0, 250. 56 

10,545,988.01 
General expenses (deduct) (see 

schedule No.3) 671,540.03 

Total liabilities and capitaL_____________________N ...... 
q, 
~ 
:W' 
~ 

$1,902,421,308.32 
5,007.34 

43,701,226.28 
100.331. 51 

48, 487, 500. 00 

48,838,340.89 

15,107,637.53 
52,042. 78 
2,651.00 

2,058.716.045.65 

$2,000,000,000.00' 
605.78 

- - 2,651,00 

48,838,340.89 

9,874, 447. {)8 

2,058,716,045.65. 
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10 DEVALUATION OF DOLLAR AND S'l'ABILIZA.TION· FUND 

SCHEDULI!l No: 3 . : 

Admini8trative expen8es of the exchange stabiligation fund from Jan. S1, 1984, 
to June 30, 1938 

$379, 961. 67 
... 31, 785: SO 

Subsistence ___________________~__~________~____________________ 18,509.14 

Telephone and telegrap~---------------------------------------- 171,622.29
Stationery, . 11,232. 67 
All other 58, 428. 4~ 

671,540.00 

Balance sheet of exchange stabilization fund as of Dec. Sl, 1988 

Assets: 

Cash: 


Treasurer of the. United States:

Gold_______________________ $1,800'; 000, 000. 00 
Checking 'accouuL__·_

7 
_,,____ .-,1,620,526.45 

Federal Reserve Bank of New' 
York special accounL_________ 77,599,972.84 

Disbursing officers' balances and
advance·accounts____~________ 

16,663.96. $1,879,237,163. 25 

A.ccounts receivable: 
Due from French Cable. 5,007,34 
Due from Treasurer, Uliited 2,979.22 

. Special accollnts'ofSeeretaryof Treasliry, Federal fie­
. serve Bank' of- 'New -York: Speeialaccount No.1. , .,. 

(gold) (·2,303,965:650 ounces) - (see schedule 'No. 1) _.--- )lO, 410, 894. 90 
Foreign exchange due from foreign banks, secured de- . 
. posits: Central Bank of China' (165,577,037.24 yuari)~:' 48,657,070.27 

Gold of foreign banks held with' Federal Reserve Bank 
. '--.~' Af -l'\(fW' York as collateral on exchange deposits: Gold 

'of <;::entral Bank of China (1,395,381.168 ollnces) ______ 48, 838,R10. 89 
Investments, United' States Treasury bonds (see schedule' 

.--~o~ '~T':-------------------------------------------- 5,_026> 562. 50 
.I'! .: Accrued 'interest -rece1vable'('sec' schedule No. 2) ______.:.._ . 42,489.64 

Other accounts, deferred' charg~~_,:;,___:"._,:.,-::-,:-·-,:,---------- 9,302.02' 
Commodity-sales contracts __::':':';.:::':::':''':__::'~______________ . . 2, 651. 00 

t" ....~ •• ,." ',.,', :.,: '\\ ::.~ :·::):·t:··.;"·~j .. : ..... "._:._-, .:.._.·, .. ,.11~ 
',"-' 'Total . 2,062,232,431.03 

Liabilities andcapital; _.. ' .----.... .... ­
.. 'Capit:iJ -a:ccoln1L~_::~:::~=__ ~________~___________________ 2,000,000,000 00 
'v ·4-i;counts pa!aple: :: • 
j; . . Vou~IH:n-.s iPa,Y1l:bl.el-":L";"':"---"'..~-,--_______________:.:": , 8,250.97 

'c',,· . 'Balance'd)1e Bank of England, gold purchase_______ 756,526.76
Deferred credit (net) ____ ~____________________________ 184!01_4: 
LiabilitY'for-gOld' of -foreign 'bankS heldas'''colIareraI:'' 

.•. : Gold o1i Oent~al·Banlc'·ofi China_.:.-j_.:____:.:,'c._~i~"-..:..::.;·""'_·~· ·')18,838; 340. SQ.N . Earnings . (see! s __cbe.d1lle:Noi 2) :.._..;..:::'_~.:.:..-..:$13, 229/951. 08 ..... ,..... -G,enefal;': p';tvel:\s~13 ,".r(~ed~ct) l(see .... . 
schedule No. 3) ~___ .l________":____ 784,653.22 .. Cl .---... ------.-. ,,---....... --.. -. .. - '. ". 12,445,297.86 


~ 
W Totid liabilities and capitaL___________________ 2, 062, 23~; 431. 03 
CIt 

DEVAGUATIONOE PQLhAR 4-ND:STAf}IIJIZATIOK FUND 11 

SCHF,Dm;,E-No.1. ATT~CH:l.f.EN!: TO EXCHANGE STABILI1iATIO!Q" F1:!ND BALANCE' SH,EET 
. " . oE'_DECEMBER 31, 1938 
i,' " 

SPECIAL ACCOUNT NO. l--GOLD 

Bchedule shpwinu lOlJation ofgoM l~eld by and for account of the exchange 
. 8tabi,lifatiof!-. fund 

Ounces Dollars 

(fold in transit. _____________________ . ______________________ . ___________ _ 
199,919.629 6, 946, 872. 02 

Gold held by- . .
Bank of England; account B~ _____________ • __ ---. __________________ _ 415,636.487 14,369. 659, 31Federal Reserve Bank, New York .. _______ ~ ____________ . ___________ _ 69,678.71)2 2,438, iM. 56 
U. S. Assay Office, New York: 

55,834,243.16I, 595,264.088 ~~~I::,~aA~~e~:;rt~:::::::::::::::::::::::::::::::::::::::::::: 821,335.85 

TotaL -- _____ -- _____.---------------- __________________________ I 2,300,965.650 I 81),4[0,864.00 

23,466.744 

SmIEDULE No.2 

ScheduZe showing tota.l earnings ot the ercchange stiJbilization fund from 

'. inceptiott to Dec. 31, 1988 . 


Source: 

Profits on-


French fraue tl'unsactions__ .:__________________________ $335,072.94Gold bullloll _________________________________________ _ I, 29·1, 301. 21 
Handling charges on gold________________-'__--------- ­ 3,497,935.34Sale of sterling________________________________________ 90,141.13
Silver transactions _____ -'__ .:______::..:._______________~__ 105,371.27 
Sale of .sih·er. bullion ,to Treasllry (I)ationalized) _____-- 3,473,362.29 
Inve~tmeIlts -'~.~~-_'__.____:.:.-.;.------_;_:-------_:------------ 619,826.17Miscellaneous profits ___~__________________________________ 430.44

lnterest earned on foreign balances________________________ 82,032.99
Interest on 'illvestments_~___·________________ . __________..:___ 2,957,955,24
Interest, earncd. OIl .Chinese yuan_________-'__________------- 773.522,06 

Totul_______________________________________________ 
13,229,951.08 

INVEsnlENTS 

BcheduZe 8howing classe8 of United Btates Treasury bonds held by the e:echange 
8tabiU:uition. fllnd- .. 

2% perceut United States Treasury bonds of 1955--60·: 
, . ,Face value ____,.:.::.___:.____~;.--:.-'--'-------'---.:----..:----'-'--.:.;...: $5,000,000.00 

Principal eost ______ ~_____-------------------------------- ~5;020,562.50 
·AcCrued . interesL_.---.---co __----------------_,,----_--------· $42~ 489. 64 
AV,eragerate at lvhich bOnds are held____________·_______:.__ 100.5313 

SCHEDuiE'No. 8 . 

.A(l,rninistrative eippenses of the exchange stabil.ization funa from Jan. 31, 
;,'. . to Dec. 31, 1938 .. . . 

,~~~~~le~=====,~=====================~~===:=~~i=~=====~==:==::==::$4g~:&gk ~ 

Subsistence .. 21,766;17 

Telephone- and ':'195,'214.88 
'Stationery___...:_'_.-'~_::_;.-.-------;..------------------------------ ...-..:_'- ·1;1,443.50 
All ' 63,371.014 

Total___________~________ ..:_:.~___ ~::.~ __i__ ___ ~________ :-____::. '784; 653. 22 
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.. Semftoi' GiAss(c1l1iirinanof .the subq)mmittee); Does any mem­
ber of the subcommittee desire ·to ask the Secretary of the Treasury 
any questions about thisl '. ", ., 

Senator ADAMS. Mr. Secretary as a matter of enlightening my 
'owr1 ignorance alittIe; may I ask you this question : You used the 
term, here, on page 2, of this statement, that practically all of ~he 
countries'in the world except the UrtitedStates have either a floatmg. 
,.clUS"l'enCYor 0Mne ,,:hich is subje,~~,~() e~change controls? . ""-'. 

ecretary ORGENTHAU. Yes. . 
. Senator ADAMS. Just what is meant by a floating currency, and to 
what extent is that type of currency a redeemable currency" 

. Secretary MORGENTHAU. Well, in explanation of what I mean by 
flmttihg· currency, let us take, for example, the illustration of the 

Their pricesfor~old change nearly 
same price two days running. Ex­

cept Belgium, the only currency which is fixed is the dollar. Our 
dollar is fixed at $35 an ounce ofgold~' Practically all of the countries 
in the world figure their currelWY at plus or minus $35 an ounce; 
and ours has been fixed at $35 an ounce, now, for 5 years. 

Senator BANIrHEAD.. You say that the French currency changes 
every day ,~. 

Sem:etary MOlWEN'l'HAU. Nearly every day. . . 
SenatOr BANKHEAD. Does that change with the ma.rketprice of 

gold; or what changes it ~ . 

. Secretary MORGENTIIAU. :Well, I suppose it is within the realms of 

supply and demand, accordmg to the need. 


Senator BANKHEAD. In other 'words;how is that daily price fixed ~ 
.Is it automatic, following the valueoftheprice'of'gold;oris it qone 
by decree or'Goverrunent order~Or what fixes it? . ' .. 
SecretaryMQ~GENTHAU. No; there is no automatic fixing of the 

franc. It is permitted to float, and it varies as the people buy and,

J sell it;,ahdjt c:hanges with demand, d~pending on how many people 
j want·to buy'and'sell··the:franc; It· vanes· nearly ev:ery.da,y. .. ___ 

Senator BANKHEAD. Is that baSed upon fluctuations of the 

I 
 (;'xchange~ 

Secretary MORGENTHAU. Of the exchallge rates'? 

I 

Senator BANKHEl\:D. I mean the' daily: market exchange rates. 


How do they find out? . .. ..... 

. Secr~tary MORGENTHAU.. Mr. Chnit.man .. ~md,i';Sxn~.t9~· .. ]3.~nlEb<i~9-~ 


I. would It be agreeable to you to hear from Mr.Kn01hnm'these;pomts~ 

.1 He is vice president of the Federal Reserve of New Yoi:k, our fiscal. 

L agent, and is :jil'chal;ge of their foreign depa,rtment. Would it be
.i 

N agreeable to you to have hini teStify? .... Senator GLAss. Yes. 
L. W: ·KNOKE. The Bank of FI:ance publishes' every day a buy­c.."')' 

ing and selling price for gold. And on that gold price the franc rate ~ is based. '. From that gold ,price thema,rket takes its cue and offeI';sWi :and sells francs.' ... 	 '. ..' :.j 0,' Senator j\DA,iIi$:Yoll.have thequ~tationalw,~y~',iii'tei1nsofdp:IIa{-s 
or cents, do.. you .noU You have' an Am~rican ·auot&tion for:r:the I 
French franc; and do you have that in Paris ~ 

:Mr.'KNOlrE. You have a quotation of the dollar-ofso. lllauyI fraricS perdoUar: 

..;" 

-~, 
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i~. senator ADAMS. From another standpoint, the dollar shifts· in 
terinsof francs? 

Mr. KNOlrE. Well, I would rather put it the other way. • 
· Senator ADAMS. I know; but as a matter of fact, the dollar fluc~ 
t:uates in terms of francs? 
.. ' Mr. KNOKE.' The dollar, I would say, is tied up definitely against 
the imchangeablc price of $35 per ounce of gold. 

Senator ADAMS. But the $35 is in terllls of American currency, is 
it not? 
· . Mr. KNOKE. That is right. . .. 

Senator ADAMS. And If the Amel'lcan currency shIfts; as It does;
in terms Of francs why, then you have a shifting price for gold,o~ 
the oB&:.:hand,or for thecurrency,on the.other,·harid.t· ... '" Mr. KNOKE. Well, I would say you have a shifting price for the 
franc, the gold price of the dollal; being fixed.. . . . . 
· .Senator ADAMS. That is right; we take our dollar as the datum 
post, and we say that everything else shifts? 

.' 	 Mr. KNOKE. Yes. 

Senator ADHIS. But the man in Paris may take the fraricas 


his datum post.' . .... . . 
Mr. KNOKE. With this difference: That the man with the franc 

may find that the franc will buy more gold ~dayand less tomorrow. 
But :WO, here, find that the dollar buys the same, every day. '. 

Senator ADAMS. ; we have here fixed, by Presidential proda~ 
mation, the value of the dollar. 

..Mr. KNOKE. That is right. 
Senator TOWNSEND. 'What are tlH' spe~1I1ative possibilities there 1 

Y:Q,U .can profit~ or los,ses, Cil,u?t you~'. . . 
Mr. When you say "you," to whom do you refer! 
Senator TOWNSEND. I mean the trader. 
Mr. KNOKE. The trader on the market ~ 
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Senator TOWNSEND. 

'i~~M:r.. I{N,OKE. Oh, He takes his chailCes 6n, the price ,of the Ifranc, just as the buyer takes his chances 'on the price'" of 

cocoa. . 

" . Seriator BANKHEAD. Is' there much speCUlation in' ~tlrrency.¥ 
 ~ 

Mr. KNOKE..Well , there has been enormous speculation from time ~ 
t9!tUne. At the pre.<>eIit time the market rates are fairly steady. 
Butf: all'I have to do is to remind you of the last':parUoI'1938, w.hen ~ .~ki ~ 

~ 0f.f;'8,llCS wel'e '!1nder continuous pressure. First the trend ,!a~ down" 
and then, WIth the e.nd of November, when the new Mlmster. ot 
Finance of France took over, the character or ton~ of the market a-I~ 
changoo,and nOiV the speculation is rather on the' up-side rather 
than the down side. .' . . '.: . . . . 
· •. Senator BANKHEAD. Suppose a mail wanted to buy lOO,OOOfrarics,. 
if he is speCUlating 'onthe value: What would he pay for that ~ ". 

M,:r. KNOKE.' Buying it here ~. .'., 
·Senator BANKHEAD. No; in France. 
. Mr. KNOKE. Well ;'.it depends. If he is an Americall, he is likely

t,o-payfor. the·francs m dollars;> •". . . '.. . . ". 
iSena;l0i' BANKHEAD. I am· trying to find out how they speculate; 
W1:at~s the prOCedure alid ,vhat are the act-uid' mechanics of specu.;
Iatmg;m money~' '. "'; 
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It Secretary MORGENTHAU; The answer to that question is "no.'} 
Senator TOWNSEND (reading):" ,,' '. ., 
What is the nature. and extent of this a,green'lent,.if any; and if any, 'is it 

, sum~arilY' revocable ih: theev.ent that anyoLthese'nat.iQ~ISbecome.!'t'y,o,~I~.? 
war. . . 

. You say there is none? 

Are there any agreements of this same general nature with allY other foreign·
governm.entS? 

Secretary MORGENTHAU. No,sir; ­
Senator TOWNSEND (rf'..ading): 
Does the Treasury construe its authority under the Stabilization ]<'uud Act to 

include the power to deal with wartime problems of international exchange 
as with peacetime exchange without further instructions from the 

MOROEN'l'HAu. Well, the 'best way I'can ques­
tion is this: In the Treasury, nobody 1,her.o is thinkitlg 

Sanator-TowNSEND. Thinking of wad 
S~retary MORGENTHAU. Of war. ' 
Senator GLAss. You had better be. 
Senator TOWNSEND. Well, you are different from everybody else in 

the country, aren't you? 

\~ 
Secretary MORGENTHAU. Well, I mean that in our op€ratiolls we are 

not making any plans for war-in the Treasury. And if there should 
be a war, I would certainly come before the proper committees and 
ask them for direction as to how we should conduct ourselves. 

Senator TOWNSEND. Very well, thank you. 
Senator TAl"!'. Mr. Secretary, as I understand, the only reason 

suggested for the power to devalue the dollar is the danger ofa 
possible currency devaluation' war, so to speak? 

Secretary MORGENTHAU. Yes, sir.' 
Senator BANKHEAD. Don't you think it lias adeterrillg.influence 

.<)l1 other nations, too,? 
Secretary MOiWENTHAU. Verymqch~o. ._ 

, -Senator--'BANKfIE'Aj)~ Aha prevents' -themfroiil the same 
thing. 

Secretary MORGENTHAU. Yes, sir. . 

Senator TAFT. As a matter of fact, the President could devalue 


only about 15 percent, today,could he 
Secretary MORGENTHAU. Well, from 59 down to 50 n""'''Ant 
Senator TAFT. So that any other nation knows 

cnrrency devaluation war, they can out·devalue us 
A,,,, can devalue their currency 30 percent or 50 percent 
-~"" -to do so? ' 
~ Secretary MORGENTHAU. Yes. 
Q) Senator T AFr. So our weapon' is a very, weak weapon to deter 
-- them from that? . 
~ Secretary MORGENTHAU. Well, it has deterred them. 
~. Senator TAFr. However, they have devalued the franc? It has not 

deterred the Fr~nch from deValuing the fr~nc; Mr. Secrehtry, has iH -­
Secretary MORGENTHAu.Noj but as I pointed out,the best way 

that we could figure it, the French deva]uation has not been harmful 
to our business. 
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Senator GLAss. It has been dreadfully harmful to t.he 
hasn't it? . 

Secretary MORGENTHAU. Yon do not want me to answer that, do 
you? 

Senator GLASS. Yes; I want YOH to answer that. You ought to 
know. I know. 

Secretary MORGENTHAU. "Well, ~ think it might be misunderstood, 
that I criticized the French policy. . 
. - Senator Gl,ASS. Well, it is a historical fact. 

Secret.ary MORGENTHAU. Well, unless you press me, I would rather 
not. ­

Senator GLASS; There is 110 trouble about it; I do not mind -saying 
il . 

Secretary MORGENTHAU. We]], unless you press me about it, I 
would rather not answer. 

Senator GIJASS. All right. 
Secretary MORGENTHAU. Thank you. 
Senator TAl<'T. The devaluation of the dollar would mean that we 

would Increase-the price 
Secretary MORGENTHAU. 
Senator TAFr. And it would mean that we would have to pay 

$4L30~ 
Secretary MORGENTHAU. $41.34: 
Senator T AFr. Do you think it would be a desirable circumstance, 

under any conditions, to go out and pay $41.34 for all 
the world? 

Secretary MORGEN'l'HAU. 'VeIl, Senator Taft, I think that thepres­
ent situatiQIl, so far as gold is concerned, is as near right as anybody 
can make it under the present chaotic condition. I would not recom­

, melld to the Pl'e..'lidenf:: or to the Congress that allY changes be made 
uril~ss something should happen which would be of such drastic 
nati.m~.:.:..-.-in other words, I mean that Ullless we felt the competition 
so keenly-that we wonldbe «aIled UpOllU) protect our own.export 
§itUatioIY'iiird,',th'eii1tere'sts'of .. our'-malli.Ifacturers'-and . 'our 'farmers 
against finding ourselves in a sirnilar situation to that in which we 
found ourselves in 1931 and 1932. 

Senator GLASS. That gets it back to the proposition of whether it 
is more important to protect our comparatively small export trade 
than it is to create and maintain confidence a'mong the business people 
of this country. 

Secretary MORGENTHAU, In the first place, Senator, I think our, 
export trade is very important, if I may say so. And I do not think 
that the man -who -is -in the export trade is so -concerned· about -the 

the dollar; I think the least of his worries today is the price 
He has stopped worrying about it. 

DenaroI' Well, is it not a fact that confidence the basis of 
all business transactions? 

Secretary MORGENTHAU. There is no question about 
Senator GLASS. Is it-not a- fact that confidence is the basis of aU 

business transactions, whether they be cash or whether they be credit ~ 
If it, is cash,. peoplewll:nt. to. knmv.,,,hat today's money is going to be 
worth tomorrow; and If It IS credIt, why, we have got to have confi­
dence in the credit of the Government. ­
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Secretary MORGENTHAU. Well, of course, I think they have such 
confidence; and I think the price at which we borrow our money is 
evidence of such confidence. . 

Senator GLASS. Oh, you have maneuvered the banks into the sit­
uation where they have got to take your securities whether they 
want to or not, to protect those they have loaded themselves up with. 
That is no evidence of the Government's credit. 

Secretary MORGENTHAU. You do not mind if I differ with you ~ 
Senator GLASS. No; certainly not. . ... ." . 
Senator TAFT: Mr. Secretary, don't yo.u think a further devalua­

tion of the dollar, after 5 years at one place, is a sufficiently impor­
tant sten to this country so that Congress ought to pass on it, as the 

provides~ 
Secretary MORGENTHAu.Well, Senator, with respect to the power 

which the President has until June 30, so far as I know there is no 
question as to its legality. 

Senator TAFT. I was not asking that. I was asking whether you 
.do not think that is such a fundamental· change" and suchan im­
pOltant change in the whole monetary policy of this country, today, 
that it is something on .which Congress ought to pass~,. . 

Secretary MORGENTHAU. I think Congress did pass on that, 5 ym~rs 
ago, when Congress passed it. . .,', ... 

Senator TAFT. Congress gave that power to the.Presidellt.for.only 
a limited time. Now the question is whether we shall retain. t4at 
power;. . . .' ... 

Secretary MORGENTHAU. Well,' it is my recommendation that it 
be extended for another 2 years. .;. 

Senator TOWNSEND. Why 2 years, instead of 1 ~. ..' , 
Senator TAFT. Mr.. Secretary, what in your judgment is the rela" 

tiveimportance of the exports and the imports of the country ~ 
Secretar:y MORGENTHA,? W.ell, .1 cannot ),:,st answer as simply'as 

that. I thmk that the SItuatIOn IS, that, wIth respect. to the propor­
tion of our manufactured goods which go into export, in somepar­
ticular : business :the'amount~·of .exports iliakes.a.differeilce. between 
profit and loss. Now, in other businesses it is relatively unimportant. 
But there are some who, if they found their exports taken away from 
them, wquld find themselves in a very difficult position, certainly. 
And I think that is even more .so.in the case of some of our agricul­
tural commodities: Take the export Qutletaway, and we would firid 
ourselves in a very difficult condition. 

, Senator TOWNSEND. Well, the stabilization of the currencies of 
different countries is most favorable to the exporters and JIlostun~ 
fayo.rable. t(Lth!l~in1p~rters; jfin~t that~right t 

Secretary MORGENTHAU. No; I would not say that. .. 
Senator 'TAFT. Mr. Chairman, do you intend to g9 on at this time~ 

()r what is your plan~I have a llluuber of questIOns I should like 
to ask. . 

Senator (chairman of the subcommittee). Well, perhaps we 
should continue for a while.., ...~ __ _ _ 

.- .8enatorTm. Mr. Secretary, you say that a billioneight hund;red 
million has never been used, but has been tied up in gold throughout 
the whole period of the life of the stabilization fund. therelJ,ny 

~ 
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to;: 	
reason why the stabilization should not be 
$200,000,000 ~ 

I do not thinkSecretaryMORGENTHAU. Well,the only reason ~ 
it should be first, that r think the very size of it is impressive. 

TAFT. It certainly is impressive; but it seems to me that 
is hardly a reason. 

Secretary MORGENTHAU. And it represents the increment in the 
profit of the gold; and I have said publicly, and lam glad to say 
·goagain, that~ I think that fund should be kept so that eventually 
it will be used for only one purpose, and that is to retire part of the 
.outstanding debt. 

Senator TAJ;"T. But you are asking us to give the President un­
limited power to spend $2,000,000,000 on practically anything he 
wants to spend it on; we have no check of any kind. I do not object 
to $200,000,000, but what is the advantage of the other $1,800,OOU;OOO 
that never has been used ~ 

Secretary ¥ORGENTHAU. Well, the advanta~e is that it repre~ents, 
:as I say, the mcrement or profit. It has been there. The PresIdent 
has demonstrated that he does not have to use it. It serves notice 
on the world that we have a fund which is bigger than anybody else's, 
except England's, in .case they should start. . . 
. Again, it is the same idea, to use an illustration. as: Why do you 
a pprove, here in Congress, 16-inch guns instead of'12"inch guns ~ . 

Senator TAFT. I can understand the use' of the $200,000,000 'for 
stabilizing exchange rates. But suppose a permanent condition 
arises: You do not Illeailfosaythat you are going to hold up the 
French franc indefinitely, with 2' billions1 .. 

Secreta.ryMORGENTHAU. No. We have never held up the franc 
one minute, except with their money. . 

Senator T AJ;'T. Then, why can't that be done with 
. inst.ead of $2,000,000,000? It always has been done, up to 

." Secretary' MORGENTHAU. Up until now it always has. There 
two thing;;; :As Is.!lY, there is the.psychologicaleffect, which is there;_ 
.	~Iid·the~ other-reasbn~whic:h r feet very-strongly'o~, is.that-the· fund'~~ 
IS there as reserve, so that when we do use 'It,It WIll be used to 
retire part of the outstanding debt. . . ; 

Senator TAl!'T. I haveno objection to using it now to retire part 
.of the outstariding debt.' But why have it in the stabilization IURd~· 

Secretary MORGEN'l'HAU. AIso,may I point out that if you should 
use it now it would just add to the'excessfeSetves by that amount; 
:and the excess reserves are now high.. . . '. .... 

Senator TAFT. I ani ignorant on this questio~; but is there some 
-way the billion eight hundred-million could be sterjJjzed,·in the "way 
that you sterilized the gold last year ~,; ...... '; . 

Secretary MORGENTHAu. Well, it is steriliz.ed now. .' '. . 
Senator TAFT. Then could it be taken out of the stabilization fund 

:and still be sterilized ~ . 
Secretary MORGENTHAU. I do not think so. Not in the saine way; 
Senator TAFT: Why noHFrankly, I do-notlrnow. .. . ..... -: 
Secretary MORGENTHAU. Well, it would go into another account,by 

another' nanie; but it would still be there .. 
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ScnatOl'TAI'·T. It would still be there; but you would not have 
authority to spend it for anythin~in the world, such as you now 
IHtve the Rnthority to do. Thatis the question. . , 

Senator GLASS. It would not be there long. 
Senator TAFT. I mean that the difference is a substant.ial difference., 

The difference is that, this way, you have the power to spend it fol" 
anything you want to spend it for; and, on the other hand, if it is, 
sterilized in someway, then it could not be spent. ' 
, ~ecret~ry MORG~NTHAU. Now, Senator, if you do I~ot lujlld my dif-" 
fermg wIth you, It can only be used for the specIfic purposes set 
up in the law establishing the stabilization fund, and for nothing else. 

Senator TAFT. There is a purely hypothetical question which I 
should like to ask you: Suppose there is a fOl'ei/l:n war and suppose 
you go out and do what you ca,ll to buy $2,000,000,000 worth of 
pounds: Isn't the effect of that to give England the power to buy 
$2,000,000,000 worth of goods in this couutry, under the cash-and­
carry provisions ~ 

secretary MORGENTHAU. ,Senators,if there is a war in any foreign 
country; before we would usethe'stabilization fund or' any money in 
the Treasury to assist any country in prosecuting that war, J: would 
come, up before the proper committee and ask for guidance. 
, Senator TAFT. I have no doubt you would"perhaps., But neverthe­
less, the authority granted in this extension would give you power to 

that, would it not, if you did choose to' do so? 
Secretary MORGENTHAU. To do what~ 
Senator TAFT. What I suggested: To buy pounds, and in effect'" 

create an English credit here of $2,000,000,000; and we would wake 
up, in the end, and find ourselves wit.h $2,000,000,000 worth of pounds 
that were worth nothing¥ I am not asking whether you would do it. 
My question is whether that is not legally possible. Isn't that legally 

Secretary MORGEN'l'HAU. Well, if I lost all sense or reason in the 
p~.dprmallcelo£.my,duty, lmight.d~a l()t of thin~. ,,' _, _ , . 

Benator.TAFr. In otherwords,lt IS leO'ally possIble~-' . _ ': 
Secretary MORGENTHAU. Well." a lot of things are legally possible,. 

which you would not do under the rule of common sense. , 
Senator TAFT. Is there anything to prevent you, for instance, from 


buying Government bonds with that fund ~ Is there anything to 

prevent you from going into the open market and purchasing Govern­
ment bonds with this $1,800,000,000 today? ' 
/ Secretary MORGENTIIAU. We could do it this aftemoon. 

Se~ator TOWNSEND; As a matter of fact, Mr. Secretary, you have 
d(llle It, haven'tyc)ll t .. ", ,., "". , " , 

Secretary MORGENTHAU. We have bought a limited amount of Gov­
ernment bpnds in. Qrder to get some interest in order to pay for our 
expenses. 

Senator TOWNSEND. You' have. here, "interest 011 investments, 
$2,957,955.24.:' That probably came from theiilterest on Govern­
.meht bonds, did.it pot? . ._ ",' ','"" " " 

Secretary,MORGENTHAU. Well, for your information, the maximum 
amount at one time was this: We did have ,a little over $30,000,009 
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worth of Government bonds. We have never traded in Government 

bonds. We bought them once; and we have sold once; and as of 

December 31, we have reduced that down to $5,000,000, because I 

found we did notneed that much money in order to pay the expenses ,,'i 

.of, the fund. ' 


Senator TOWNSEND; You felt that was a perfectly legitimate trans­

action, of course~ 


Secretary MORGENTHAU. Well, I bought the Government bonds in 

.order to get some earnings; because Llike to be ina_business :which at 

least breaks better than even; and I thought we, might as well get 

enough interest to pay our expenses. I thought that was good house­
keeping. , 


.f' •

&Jlator TOWNSEND. 'VeIl, to. m~comillg Irolll thecountiry-I aIn 

wondering why you would not buy $1,800,000,000 worth of bonds, 
 '" 
when that amount of money has been lying there, dormant, for {) 

years, so that you would then have made two hundred million dollars 

of interest instead of this small amount., here, of $2,957,955.24. 


Secretary MORGENTHAU. 'VeIl, I just diel not think it was what the 

fund was created for. 


SenatO'r TOWNSEND. 'Vell, you used a part of, it for that? 

, Secretary MORGENTHAU. I used a part of it-a very small part of 

it-in order to get some income with which to pay the expenses. 


Senator BANKHEAD. To pay the expenses of the operation of that 

fund~ , 


Secretary MORGEN'l'HAU. Yes ;of the operation: of that fund. And 

wheil I diU not need that much income, I disposed of them, ane. 

reduced the amount to $5,000,000, on December 3l. 


Senator ADAMS~ If in fact you had the emergency requirement to 

use a large part of the fund and if you had it available in Govern­

ment bonds, then you could only make it available by marketing the 

Government bonds, and thus destroy the market for Government 

bonds, and thus destroy what we are trying to do ~ , 
 ,I~.~'~·'
,.Secretary MORGENTHAq;That.is right. . ~~ 0 
0, Senator -TA:E~:;Mr;Secretary, ,the law·' gives' the~Federal_R~serve c ,.~ tn 


Board the power to buy and sell Government bonds. But thIS law 

gives you the power ~ 
 ~'I~'~ 

Secretary MORGENTIIAU. Yes; that is right.' ", • (f) 
o ,~-

Secretary MORGENTHAU. That is right. 

Senator TAFT. This law /l:ives you the same powed 

~ t~';:;::,~ CJSenator TAFT. And yet the Federal Reserve Board might want to 

sell bonds at a time when you wanted to buy bonds ~, What can you "~~ 

say about that? , 
 'S-I~Secretary MORGENTIIAU. I told Senator Glass that he did Q1,1C of 

the greatest services he could have ,done, when he passed a law hav- ' 

ingme removed as Chairman of the Federal Reserve Board. 

" Senator GLAss. I did not mean to put somebody, else in, though. 


Secretary MORGENTHAU. I did not want all this power in one par­

, son's hands. And therefore I am very glad, thanks to Senator Glass, 
that there isa division between the FederalRes'erve and the Tre3$llry, 
so there would be a joint responsibility and not a single responsibility~ 
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Senator TAFT. How does it happen to be joint l'espollSibjlity 1· YoU! 
inay pursue one policy and they may pursue another, and there 
nothing to require you to a~?:l'ee L "." . . "" . 
:"'Secretary MORGENTHAu.Well, 1 know: ,we. hold more Government 
bonds than the whole Federal Reserve portfolio. Now, I' do not 
want· to fdghten anybody; ·but carrying out tllat thQught for, the 
moment: With the Government bonds in our l.rllstJullds-,-and.I 
thiu:k we have over 3% . biHiondollars'worth iOf. .Goyetmnerltsecuri·­
ties in the Treasury and in our trusf;funds. now::-::-if. th~re should be 
a-difference, We could de(Jide this afternoon that we wanted to dump 
3Yz'·billiondollars'. worth of. Government securities on the market. " 

Senator TAFT. Why not give the Secretary of the Treasury this 
pow'er; rather than the Govemor of the Federal Reserve Board1 

Secretary MORGENTHAU.~O; I am satisfied with, the powers I 
now have. I certainly do not want any lllore authority.: . .' , 

Senator TAFT. Mr.Secretary,.I should like to off.eran amendment 
to cutdown the reserve fund to $200,000,000. Frankly, I do not 
·kirow how to handle the $1,800,OOO,000insucha. manlIer as to tie 
it up in a way to meet Senator Glass' objection. .Will you have one­
of your a:ssistants talk to me about the matted, ' 
'; Secretary MORGENTHAU. Anybody in the Treasury is .at yoUl~ 
service..' 
•. Senator TAl<'T. Also, as I understand it, the only reason suggested 
as to why the fund should be $2,000,000,000 instead of $200,000,OO() 
is so to thrj:laten,-,-I do not mean disagreeably-so to threaten foreign 
nations that they will not undertake a competitive devaluation of 
currency?' . , '.' , 
. Secretary MORGENTHAU.No; I think it is more than that, Senator. 
I think Congress gave the President and the Secret.arv of the Treas­
·ury these powers and made them trustees for this fund.. If I may 
say so, without being. immodest, I think that we, as. trustees, have 
rendered a good aecount to the country. And unless there is some 
very important reason to change the trusteeship or the size of the 
trust fund, I think it .ought to be very carefully considered before 
such a change is made. 

Senator TAFT. Mr. Secretary, that is something much more than 
a trusteeship. I never saw a trustee with 2 billion dollars and with. 
the power to spend it for anything he chose, without accounting. 
In that respect; it is very different from any trusteeship in the'yorld t 
that I know or: 

,. 	 Secretary MORGENTHAU. Well, I have given you an audited state:­
ment as of June 30 and an unaudited statement as of December 31.,I\:) Senator TAn. But you do not have to. 'Vould you ,object to a . 

.,/~ requirement that such a balance sheet should be submitted 1 
C') Secretary MORGENTHAU. I am willing to say now, publicly, that... four times a'year we will furnish; through the Treasury bulletin; a. ..... balance sheet and,once a year; a copy of the audit. And whenever 
-....I. the fund is wound up, we shaH be glad to furnish the' Congress .with. 

\r 
! 	 \~. 
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Senator TOWNSEND. You do not think the stabilization fund should 
be made permanent ~ . 

Secretary MOUGENTHAU. I think the recommendation and request of 
the President-{)f approximately 2 years-is sufficient. " 

Senator TOWNSEND. Would you object to its being made 1 year ~ 
Secretary MORGENUIAU. Well, I would have to take up your time 

again, next year. " 
Senator TOWNSEND. We are glad to see you come up.. 

Senator GLAss. We are taking up your time. 

Secretary MOUGEN'I'HAU. Well, my time is yours, sir. 

Senator GLASS (chairman of the subcommittee). Well, if there are 


no other questions, the Secretary will be excused. 
I should like the committee to remain in executive session a little 

while.
(Thereupon, at 12: 1'/ p. m., the committee went into executive 

session. ) , 
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all of the audited statements,for whateverdispositi6n. they wish t() 

make> ,'" . . : '.. " ,: "'.: . 

. Senator TAFT. Do you object to a provision in tiIe law to that effect'? 

Secretary MOUGENTHAU.I cannot object to it. 
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2 DEVALUATION OF THE DOLLAR AND STABILIZATION FUND 

[R, R. 4646, 77th Cong" 1st scss.) 

AMENDMENT Intended to be proposed by Mr. McCARnAN to the bill (lI. R. 4616) to extend the time 
within which the powers rclMing to the stabilization fund and a.lteration of thc wCi,ht of tbe dollar may
be exercised, viz: At the end Of the hill insert the following new section: 

SJilP;_3:,~N9t~ling}n,,;tbis ",\ct..shallbe c~nstrue.4 to affect in any man?er a~y ?f 
the proVlslonS'0fsectlon:4 ot,the -Actfentltled·"An Act to .extend the time wlthlIl 
which the powers relating to the stabiUzatioTl' fund and alteration of the weight
of the dollar may be exercised", approved 'July6, 1939. 

Senator GLASS. I would like to·br-ing to the attention of the com­
mittee a letter from the President of the United States to the Vice
President [readingJ: " " , 

THE WHITE HOUSE, 
Hon. HENRY A. WALLACE, Washington, April 28, 1.941. 

,Pre,sident of.Jhe United Stales Senate. 
My DEAl! MR. WALLACE:, The powers conferred by section 10 of the Gold 

Reserve Act of 1934, as amenc\ed, dealing with the stabilization fund, and the 
powers specified in paragraph (b), (2) of section 43, title In, of the act approved 
May 12, ,1933" as amended, relating to. the fixing of the metallic content of the 
dollar, will expire on .June30, 1.9401.. : " 

The existence,and use of these powers have enabled the Government to take 
important steps in the field of international monetary and economic cooperation 
and. to safeguard 'the couutry's interests. Unfortunately! present world-wide 
Circumstances, including, the. international monetary_ and' economic situation, is 
not such as would warrant th,e termination. of such powers. Under all the cir­i' eumstances, I believe that it would be in the Nation's interest to' extend these powers until June '30, 1943 .. _. . - -. . . ..!; 

The Secretary of the Treasury and other representatives of the Treasury
i" Department ,vould,of course, be available to discuss in detail with the appro­, priate committees.of the.Congre~s ~he problems relating to the, extension of,! sHch powers. 


Very truly y()urs, . .
il 
'., FRANKLtN D, ROOSEVELT. 

1'1' : .By request I have called. the S'ecretary of the 'l'reasury and such 
assistants as he might care to bring with him to be heard this morning, 
and we will now hear the Secretary of the Treasury.' '. _Ir 

p­
I STATEMENT:OFHON. HENRY MORGENTHAU,SECRETARYOF'THE- . 

TREASURy, WASHr.;NGTON, D. C. 

Senator GLASS. 'Mr. Secretary;, the committee has under consider­
ation this morning H. R. 4646, being a bill already passed by the 
House: A similar bill introduced by me will not be pressed. We will 
consider the House report. 

You may pro~eed if you care to make:a statement: 
Iro' Mr. MOItGENTHAU. Mr. Chairman and members of t,he committee, 

~­ on Apr,i1 28; J941,the President\VTote to the President of theSenate

C') and to the Speaker of the House recommending extension to June 30, 

~ 1943, of the: powers relating to the stabilization fund and of the power 

~ to alter the gold content of the dollar, which powers, under the 


present law, will expire on June 30, 1941. A bill (H. R. 4646) was ~ iiltroduced in the House of Representatives to accomplish this purpose. 
. The HI;)Use passed the bill on May 27, 1941. I um appearing before 
you in S.Upport of this bilL '/ 

WllCn I appeared before your committee on March 2, 1939, to 
recommend extension of these same powers, I said: 

i The emergency in the international economic and monetary field still exists 
and, unfortunately, there are no grounds for believing that such emergency will 
end on JlIne 30, 1939. On the contrary. the reCl1rn~nce of ,intfll'llll.t.ionl'l.l p.rj""" j~ 
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: These forebodings t.urned·outto·he only-tOo true..' During the last· 
2 years the international.exchangemarkets have been more disrupted 
than they have been in the pas.t.20 years: Lam afraid that the period 
ahead ·of us will be even: more'criticaL ,:. ,. 

::In reviewing the work,ofthcstabilization fund-duringthe--Iast 2 
. years; I want tomention.in:some'detaiLtwo of.,the·operationswhich 
have been,undertaken,blY.:the,'stabilization fund;· "':":.. ;". ... , . 
.. The first arrangement is.~with· 8hina; You, wiIli"recal1,,:thl'it on. 
December 2, 1940, I appeared before a joint session of. the Senate 
Committee on Banking and Currency and the House Committee on 
Coinage, Weights; and Measures,tomakea s.tatcmentabout thepro:­
posed stabilization 'arrangement with China;:" I had previously stated 
to this ('ommitteethat I would not consent to the use of the stabiliza­
tion fund to assist any foreign country in prosecuting a war withol,lt 
first consulting with the congressional.committees.. The. transaction 
we contemplated and entered into.with China was for currency stabili-. 
zation purposes. So long as. there was any difference of opinion as to 
whether this' type of transaction was' of the character that I had . 
promised to discuss with your committee; I decided to lay-all of the. 
facts of the proposed transaction before the joint session of the Jcommit.tees. . '. ._ . 

I was greatly appreciative of the vote of confidence given to Secretary 
Hull and myself on that occasion. .' - . '. . . 

':. Following months of. negotiation and study of the Chinese foreign 
exchange and monetary position, an agreement was signed on April 25;. 
1941, making available $50,000,000 to China for the purpose of stabil:­
izing the dollar-yuan rate of .exchange. The agreement also provided 
for the establishment by. China of a United Statesdollar--'--"Chinese 
yui1l1stabilization fund. Included in the fund's resources.will be the. 
dollars acquired from the United. States through our purchase of 
Chinese yuan and'a; further sum of at least 20,000,000 United States' 
dollars contributed by Chinese governmental banks. 

The Chinese Governm.ent is placinK this fund.under the c.ontrol of a 

five-man board, one member of which will be an Ariierican appointed 

by China on the recommendation of the Secretary of the Treasury.. 

This board will also have charge of the Chinese yuan-British sterling 

stabilization funds, which include a .5,000,000 sterling credit recently 

extended to China by the British Government. . 

. These stabilization arrangements wi th China should he of great aid 

to China in her monetary problems and also in the struggle with the 
puppet currencies. In fact, the mere knowledge in the Far East of, 
the contemplated arrangement has been of some assistance to the 
Chinese monetary position. 

Under the earlier stabilization a:rrangement of July 14, 1937, with 

China, we bad at one time in the stabilization fund $48,000,000 .of 

yuan. This amount has been reduced to $19,000,000, fully collateral-' 

ized by gold. . 


The second arrangement of importance to be entered into by the 

stabilization fund is the one signed December 27,· 1940, with the 

Argentine Government and the Central Bank of Argentina. Under 

that arrangement we have agreed to buy $50,000,000 of Argentine 

pesos and Argentina will use the dollars to st.abilize the dollar-peso 

rate of exchange. The arrangement also provides for the exchange of 


~ .,,''''. 
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information and of views bearing on the proper functioning of such a 
program. The monetary authorities of the two countries expect 
to hold further discussions in the future, which discussions it is hoped 
will enable both countries to reap the greatest possible benefit from 
the workings of the stabilization arrangement. The machinery of 

was most opportunely at hand to enable us to implement 
GO,od Neighbor policy at a tiIll~ when ,i\..rgen.tin!!, in cQ.mIilon with other 
Latin-American cOlJ.ntries, was disturbed about a prospective drain 
of its foreign exchange resources: Bef()re,the 'Freasury,actiially 
pays any dollars to Argentina under this arrangement, it "ill be 
necessary for Argentina to take certain action to confirm the authority 
of the Argentine Government to guarantee performance of all obliga­
tions undertaken by it and by the Argentine Central Bank. 

There has been activity recent.ly in connection with the stabilization 
arrangement which we entered into in 1937 with Brazil. On October 
18, 1940, we bought $10,000,000 ofrnilreis from Brazil under this 
agreemenL ' Al'1 Brazil's foreign exchange .position' improved. Brazil 
repurchased from us $5,000,000 of tliese rnilreis on December 
and the remainder on February 13, 1941. Under another part of the 
same agreement with Brazil we have sold $24,000,000 of gold to Brazil 
for dollars.' , 

In the period which I am now describing, the functioning of the 
Tripartite accord, the development of which had appeared to hold so 
much promise, was interrupted by the war. Since the outbreak of 
the war, the machin~ry set up by the Tripartite accord has been in­
active. We have not acquired anycurren'cy of a belligerent nation 
since September 1939, and at the present time we are holding'less 
than $4,000 worth of British pounds sterling, Belgianbelgas, and 
French francs, acquired before the outbreak of the war. I venture to 
predict that the experience in international monetary cQoperation 

cd through the Tripartite accord will prove of permanent value. 
believe ·that that.machinery, whicldullctioIied in a·spiriLof. co6peta.:~_. 

tion and equality, promises more for future international economic 
organization than any of the aggressive monetary devices which now 
hold sway. 

I; During the period from July 1,1939, to April 30, 1941, the stabiliza­
tion fund purchased approximately $3,920,000,000 of gold. This 
gold was bought from 23 different countries. In the same period 
there were sales of approximately $380,000,000 of gold to foreign 
COWltries. Eighteen countries sought and obtained gold from our 

;~ stabilization fund in exchange for dollars. .To give an of the 

~' far-flung eX-tenh of theseoperations:, I 'will just me 
,l' 

~O'>r,' Java, and Uruguay as among the countries with which ,·1:......:' tion fund has. cooperated in building up their reserves. , 
The total number of gold transactions of the stabilization fund cJ1r 

, II r durip.g this period was large. The circumstances of the purchasesq>!; and 'sales were varied, III these transactions the stabilization fund 
has proved an effective· piece; of machinery.' lnciderl£ally,' the exist-­
ence of the stabilization fund made it possible to carry out, with the 
essential speed and secrecy, three large acquisitions of gold from 
hard-pressed friendly countries. 

As I have previously promised, we have during this period published 
1 

quarterly report,s of the position of the stabilization fund. This is in 
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addition to the yearly record of the activities of the stabilization 

which the statute requires that the Treasurv send to the 

and to the Congress. These annual reports 


sent to the Congress was dated March 12, 1941, give summaries 
transactions in all of the accounts of the exchange stabilization fund 

for the period April 26, 1934, to June 30, 1935, and for each f1.scal year 
thereafter up to June 30, 1940. I have with me for inspection by the 
'committee the balance sheet of the stabilization fund as of March 31; 
1941, which ordinarily is not made public until 3 months after its date. 

The stabilization fund has proved its value during years of un­
paralleled crises jn international trade and finance. Long ago. we 
made the dollar the strongest currency in the world. Foreign nations 
and foreign individuals have preferred the dollar to all other currencies. 
The flow of billions of European capital and the accompanying flow 
of gold to this country in recent years have made this.point clear 

,even to the most unfriendly .cri~ics of our monetary policies. 
Now' we are going forward 'intO times of even greater peril. We 

are in the midst of many syst(lms of currency and exchange controls. 
Some are operated with no friendly intent toward the United States 
Our stabilization fund is a potent. weapon of defense in oJ].r interna­
tional economic relations. This is hardly the time to abandon the 
machinery .of control which we havebujlt J].pto protect the dollar 
and the American economy. 
, Economic warfare, as well as military warfare, is now being waged 

on all sides of us. There is no certainty that even with peace these 
aggressive economic instruments will be abandoned by other countries. 
Nobody can say what kind of international economy will emerge from 
this war. But it would surely be unwise if we chose this time to let 

. foreign governments determine the exchange 
value, of the dollar. , 

In these circumstances, I have no hesitation in making the strongest 
. possible rE;lcommendation ,tha.t ,Congrel'1sextendth!'l stabilization fund

--"powers.' -.' ". "" . .. .. - - ,--- .'....... '. 

The reasons favoring the renewing of the President's power to alter 

the gold content of the dollar to not less than 50 percent of its former 
weight are comparable to those I have just given for extending the 
stabilization fund powers. When I was before this committee on, 
March 2, 1939, I said: 

dollar now has identically the same gold value it had 5 years ago when 
~ proclaimed on January 31, 1934, that the gold of the de 
15%1 grains of gold nine·tenths fine. The fact we have kept the 
Ie of. the dollar _stable..through the international monetarydisturbanees 

alarms of the past 5 years should be adequate assurance that there is neither 
nor intent on the part of this administration to alter the gold value of the 
except under circumstances which clearly demand such action. . 

, Just as there were critics some years back who said that an irrcsponsi­
ble administration would squander the stabilization fund in a foolish 
Il!ap.Ii()r, so there have,been per-siste.nt critics' who said that the Presi­
dent's power to devalue the gold content of the dollar would be used 
to bring about inflation. There is no basis for believing that we are 
going to have inflation in this country because the President possesses 
this emergency power. I am sure that the President will be as zealous 
as Congress in taking to mevent inflation. 
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Schedules for balance sheet of the exchange stabilization fund
Obviously the Administration has no present intent whats()ever to 

SCHEDUI,E NO.1. I,OCATION OF GOLD HELD BY AND FOR ACCOUNT OF THE. reduce the gold content of the dollar. But certainly this is not the 
EXCHANGE STABILIZATION FUND l'time to remove fiexiblepowers from' the Executive when the execu­

tives of all other nations possess virtually complete powers over the Mar. 31, 1941Dec. 31, 1940
domestic and external monetary affairs of their countries. In 1939, 
 -----_._----­
I said to Congress: . Location: 


DollarsOuncesOunces DollarsFederal Reserve Bank of New 
7,038, 293. 38 


81,276, 626. 666 

This power is a weapon in reserve needed for protcction of American iuterests. York... __ • ________ .... -'._. __ ... __ 201,094.096189,382.911 6,628,401. 88 


2,322, 189.349 
against armed attack. . 

U. S. Assay 01!ice, New York__ .. __ I, 170,411.386 40, 964; 398. 15
In the monetary field, it is as important as a powerful navy ill t,he field of defense 
TotaL .. __ ._0 •• ______ .• _____ • ____ 88, 314, 920. 04
. 2, 523, 283. 445
1,359,794.297 47, 592,SOO. 03 

That statement is as true now as in 1939. 
SCHEDUI.E NO.2. U. S. GOVERNMENT SECURITIES HELD BY THE EXCHANGEWhat steps will be necessary in the next 2 years in the international 

STABILIZATION FUNDmonetary field depends to a considerable extent upon the wars which 

. are being fought all around the globe. We are not seers and we cannot 
 Dec. 31, 1940 

describe what the future holds in store. I feel very strongly that for Issue 
Average AccruedCongress to remove this power at the present time because there is Faee value Cost jntel'Jls~price 

no immediate use for it would be an unwise step in the face of an --
uncertain future. '$9,800.11 

49,640.63 
100.00002~ percent Treasury bonds of 1951-03... ____ ••. _. $10,000,000 $10,000,000.00 

60.4499.28132Kpercent Treasury bonds of 1958-63... __ c ...... 50,000 
2" percent Treasury bonds of 1960-£5 .. : __ ...... __ 

JThe documents referred to and submitted by the witnessarehere 485.9399.2743402,000 399,082.50
printed in full as follows:) 

10,436.48Total U. S. Government securitles.~. _____ : 10, 448, 723. 13
10,452,000 
 -~. ----- ---­
Balance sheet of the exchange stabilization fund as of Dec. 31, 1940, and Mar. 31, 1941 


Mar. 31, 1941 


r( Issue , Average. AccruedFace value. Oost interestprice 

Dec. 31, 1940 Ma.r. 31, 1941 

Assets: 
Cash; 

Treasurer of the United States, gold ____ .. ____ ... __ ... ___ .. __ $1,800,000,000.00 $1,800,000,000. O() 
 $65,521. 98
2~ percent Treasury bonds of 1951-53____ .. ______ 100.0000$10,000,000.00$10,000,000-.!; Treasurer of the United States, cbecking account .. __ .• __ .• __ I, 578, b99. 77 1, 522,362.58 
 400.4199.28132" percent Treasury bonds of 191;8-63__ .;__ .. __ ., 49,640.6350,000Federal Reserve Bank of New York, special account________ 143,200,401. 59 107,426,330.04 3,219.312',4 percent Treasury bonds of 1960-65__ •. ___ • ____ 99.2743399;082.50402,000" Disbursing o1!icers' balances and advance acL'OUntS.•• __ .•... 11,286.23 13,681. 98
:il 
69,141.70Total U. S. Government securities.... __ .. _ 10,452,000 10,448, 723. 13 
 -----~-~----.1 TotaL . : : .... __ .. .... .... . ,______ 1,944,790,287.59 1,908,962,374.60

'!. Special accounts of Secretary of the Treasury in Federal Reserve 

~ f Bank of New York: Special account No.1, gold {scbedule I)... 47,592, SOO.03 88.314,920.04 SCHEDULE 3. EARNINGS OF THE
: h 

r Due from foreign banks (foreign exchange): '" Francs•. __ ....____ .. ________________ . ___ ... __ .._. __ .. ___ .. __r 17.88 17.88 
500. 06 505. 06 Source .:t~~t~i________ ~::::::::::::~:::::::::::: ~:::::::: ::::~::::::::: 2, 980. 00 2, 980. 05 

Central Bank of China {secured deposits)l __ ... __ ._ ... _____ • 19,117,212.66 19,117,212.68
Banco de Brazil {secured deposits)'._ .. ______ • ________ ... ___ 5,026,712.34 

Profits on British sterling tra'nsactions __________ • ______ ., __ .. , _ .. _-'.. __ .,;~ I 
 TotaL ________ . ________ .. _ • .-.1 24,147,427.99 19,120,715.67 Profits on French franc transactions ______ . __________ ..._____________ .....00 ______________ .... ________ 

Investments in U. S. Government securities·(schedule 2) __ . ___ . _ 10,448,723.13 10,448.723.13 Profits on gold bullion (including profits from handling charges on gold) __ 
,. Accrued intarest receivable (schedule 2) .. ________________ .. ~____ 10,436.48 69, HI. 70 Profits on silver transactions ___________ . ________ • ______ .. __ ....... __ •• ___ . 

;j Other accounts {deferred charges) ... ___ ... ___ .. ______________ .... 26.066.54 17.321. 49 Profits on sale of silver bullion to Treasury (nationalized) ___ .._____ Coo c ... 

Commodity'sales contracts (deferred cbarges) _______ . _______ .. __ . 2,636.00 2,636.00 Profits on investments__ ... __ .. ____ , ___ . __ ... __ . _______ .. __ .. ______ .. __ __ ! Interest on investments_____________________________ ~ ______ •• : _____ • __ __ 
Total assets .• _________ .... __ -'_____ .. _________________ .. ______ . 2,027,018,377. 76 2,026,935. Miscellaneous profits. __ .. 

Interest earned on foreign un,''''"",,__ 
Liabilities and capital: Interest earned on Chinese yuan____ oo_ .... __ __ __ • __ •" " .' ____ •• __ _____ 00 

1 " , Accounts payable; 
Vouchers payahle_ .... __ . ___ ...... __ ... 7.689.47 2.420.37 Total ~r 11l\J Due to foreign·banks. _______ : ___ .. , ____ ... _c ... __ • __ .. __~ .. 1,428.924.98 508,738.62---. ­:'·1..... 

FUND 

Ian. 31, 1934, Ian. 31, 1934, . 

through Dec. through M!lf • 


31, 1940 31, 1941 . 


$310.638. 09 $310. 638. 09 

351,537.99 351,537.99 


16, SOl, 760. 44 17,564,908.91 

105, 371.27 105, 371. Zl 


3,473,362.29 3,473,362.29 

1.019.326. 18 1,019, 326.18 

3; 355, 569. 89 3,414, Zl5. 11 


. . 473. 74 .. 473. 7<1 

83, 429. 71 92. 551. 68 


1,411,928.07 1,482,710.10 


26,913,397.67 Zl, 815, IS;;' 36 


511,158.99 SCHEDULE 4. ADMINISTRATIVE EXPENSES OF THE'EXCHANGE' STABILIZATWN 
! "e') CaPitJ~':!;;mi__:::::::::::::::::::::::::::::::::::: :::::::::::: 2, o~: ~~::;M: ~~ 2, 000, 000, 000. 00 FUN])

1;1 

,+ Earnings less adlllinistrative expenses (schedules 3 and 4)... __ ___ 25,581. 763.31 26, 421, 673. 64 

. . 1 


Ian. 31, 1934,
Ian. 31, 1934,
i:i!~ Total liabilities alid capitaL .. _______ .... _________... _________ . 2,027,018, 377. 76 2, 026, 935, 832. 53 
 through Mar..through Dec.Classification 
.aI, 1940 
 31, 194t:t!il~ 

;::r: 

I 
~ ~ ~r 

'-t ~ ~ 
~ .. ~~. 

~ ..\:~ 

;.r::.. (J) 
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,r.~ 

1 Consisted of 65,016,027.40 yuan as of Dec. 31, 1940, and 65,016,027.40 yuan as of Mar. 31, 1941. Gold held'!,!i'II~1.!! I cas collateral amounted to $19,379,015.65 as of both dates. . . $860,470. 25
$814, 746. 05
,1'1 2 Consisted of 100,534,246.58 milmis as of Dee. 31, 19!O. Gold held as collateral amounted to $5,063,429.57. 52,281.2351,181. 79
lj I!; 37,607.4337,181. 43
!: Back figures: Annual balance shoots for the years 19:14 through 1940 may be found in the Annual Report,j 

306, 765. 44
: 300, 120. 74
of the Secrel.sry of tbe Treasury for 1940. Quarterly balance sheets commencing Dec. 31, 1938, may be found 
15.871. 75
15.410.15, 'r in previous issues of tbe Treasury Bulletin. 

117,485.62112,994.20 

Total a.dministrative expenses. _______ • ,. ______ ... _______ • _______ .. 1,390, 481. 72
1,331,634.36 

1 Excludes gold held by Treasurer of the United States. 
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Senator TAFT. No, but it seems to me it is a weapon that could be 
used to upset confidence without being a weapon against. any real 
foreign power to devalue their currency if we engaged in a foreign war. , Mr. MORGENTHAU. If Senator Danaher doesn't mind my quoting 
him, after studying this thing veIy carefully and weighing both the 
good and the bad in the powers, we in the Treasury have come t9 theL 
conclusion that it would be in the right direction to continue to let 
the President have this power.. ...' 

Senator TAFT. LElt me suggest one other thing, the Constitution of 
the United States says that Congress shall have the power to coin 
money, regulate the value thereof, and of foreign coin. 

So it isn't contemplated that the President should have that power; 
it is contemplated that Congress should have t.hat power. 

r Perhaps in a totalit.arian state the executive ought to have it. 
:1 You say in your report finally, 

I feel very strongly that for Congress to remove this power at the present time 
because there is no immediate lise for it would be an unwise step. 

Now, it seems if the Constitution gives Congress the power and 
there is no immediate use, then Congress has nO business in delegating 
that power.

Mr. MORGENTHAU. That is where you and I differ. 
Senator TAFT. You think that Congress should delegate the power 

although there is no need for it? 
Senator MURDocK. Mr. Chairman, in my opinion the passage of 

the Gold Reserve Act is one instance under the Constitution where 
Congress really did exercise its power to control the vaiue of our 
money and that the delegation of the power to the President was within 
certain limits. The. Supreme Court, I think, has settled the question 
as to the constitutionality of the delegation of that power.

Senator TAFT. I am not questioning that, but at that time there 
was an 'immediate use. At the preserit time there is no immediate 

. use that anybody can see. . , ' 
Mr~ MORGENTHA u. Well, 1 hs.ve been just as frarik as 1 know how 

to be and, as I have said, and I repeat again, there migh t be. 
1 further Eiay Congress has been delegating this power to the 

President. 1 think he has certainly proved to the large majority of 
the population of the country that he can hold this trust and not 
abuse it. 

Senator TAl"T. That seems to be no argument, but I recognize-­
,Mr. MORGENTHAU. Well, I think it is the crux of the whole thing. 

The President has had this power-­
, Senator TAFT. I think the mere fact that Congress has delegated 

q , to the President in an emergency a particular power and that he has 
;;1\) not used' that power or misused it is no reason to delegate it again
i't-.
I" when there is no emergency. . . 
:!9) Senator GLASS. There is an emergency, the greatest kind of.... 'emergency.
;.c..n Mr. M.ORGENTHAU. I was going to say, Mr. Chaiman, if there was 
l\,) an emergency when Congress did this originally, the emergency is 

ten times or a hundred times as great noW as it was therl. 
Senator TAFT. An emergency is something that is here now; you 

say that there may be an emergency in the future. 1 say when that 
emergency comes Congress can del~gate th?:t power! if necessary, or 
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Mr. Secretary, this power if it Wf\S fully used would increase the 
price of gold from $35 to $41? 

Mr. MORGENTHAU. $41.34. 
Senator TAFT. What effect would that have upon our banking 

system? It would increase the book value of all this gold in the 
United States today, would it not? 

Mr. MORGENTHAU. Yes. 
Senator TAFT. And can you give us the figures? 

STATEMENT OF HARRY D. WHITE, OF THE DIVISION OF MONETARY 
RESEARCH, TREASURY DEPARTMENT, WASHINGTON, D. C. 

Mr. WHITE. The total amount of gold now held is valued at 
$22,587,000,000, and the maximum increase in value allowed under 
the legislation whieh is being considered would increase the value of 
the present gold supply by $4,093,900,000. . 

Senator TAFT. You would mark up the value of the gold by 
$4,000,000,000 if the devaJuation was carried out? 

Mr. WHITF~. It would incl'e!\8e the total value in dollars by that 
amount. 

SenatOl TAFT. And would that increase the bank reserves? 
Mr. WHITE. The increase would not increasfl the bllnk reserves. 

The increment would accrue as in the past. , ' , 
, Senator TAFT. It would increase as to future gold that came in, 
£If course. Itwould have a larger effect? 

Mr. WHITE. Yes. , 
Senator TAFT. How much gold has come in in the last 12 months, 

or the last period you have available? . 
Mr. WHITE.. I can give you that exactly if you want a 12-month 

. period, but during this year approximately $670,000,000 of gold has 
come in; a good deal less than in the comparable period last year. The 
inflow has dediIled very gr_eatly. , . 

,Senator TAFT.' The effect of marking up the-g()ld in that waywouJd 
be presumably to give the Treasury a profit of $4,000,000,000, and it 
would be a very efl,Sy method to avoid the increase of debt, wouldn't 
it? 

Mr. l'vIORGENTHAU. 'rhat is your way of putting it. . 
Senator TAFT. That is my way of putting it; but is it one of the 

ways it could be put? , . 
Mr. MORGEN'rHAU. It would be an unfriendly way of putting it. 
Senator THOMAS of Idaho. Mr. SecretQ,ry, getting aside from that, 

,what would it,do tocommqdities-wheat'ahd-cattle? , 
Mr. MORGENTHAU. It might tend to increase the price of them. 
Senator THOMAS of Idaho. It did do that before. 
Mr. MOllGENTHAU. I think it was one of the factors. 
Senator THOMAS of Idaho. Now, we have a single factor here, a 

possibility that we hO'pe docs not happen. of being forced to decrease 
the value of the dollar . 

Mr. MORGENTHAU. Yes. 
Senator THOMAS of Idaho. And in the event we do it, would the 

farmers get the benefit of the increase in the prices of their commodi· 
ties? That is the question. 

Mr.1\1oRGEN'l'HAU. For whatever amollnt their commodities \Ve1'(' 
increased they would get the full benefit. ' 
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Seriator THOMAS of Idaho. Certainly.
Mr. MOHGEN'l'HAU. Provided on the other side of the ledger the' 

things that they bought didn't go up as much. . 
Senator THOMAS of Idaho~ They wouldn't know what they were 

going to get for their bushel of wheat under this condition. 
Senator TAFT. Mr. Secretary, can you tell us about what proportion 

of the total gold in the world this $22,587,000,000 is? , . 
. Mr. WHITE. The total world monetary gold supply is estimated at 
thirty billion and a half. ' 

Senator TAFT. So that we have approximately three-fourths? 

Mr. WHI'l'E. We have 22%. About 74 percent.

Senator TAFT. And we paid for a large portion of that $35 an ounce;, 


And if this were devalued we would pay $41 for all the rest? 
Mr. MORGEN'l'HAU. That is merely a theoretical possibility. 
Senator T AF'l'. What is your opinion after the war is over whether 

we have any possible means of ever getting an equivalent for that 
.gold, $35 an ounce? 

Mr. MORG:F~N'l'HAU. Oh, I wouldn't want to ~ucss. , 
Senator TAFT. Well, is it not certainly a possibility to be considered 

that we might find all this gold on our hands with a very limited mar­
ket for it and have, in effect, to take say less than it is worth if we 
want to use it at all? ' 

Mr. MORGEN'l'HAU. There is one school of pessimism about gold., 
The only answer that I have to that school' of thought is this, that 
until somebody can bring forward a better medium of settling inter­
national balances, and as long as we continue to have a favorable bal-· 
ance of trade, I don't know of any better way of settling our interna-· 
tional balances than through gold. 
, Senator ADAMS. Mr. Secretary, there has never been a time with a', 

piece of gold that you could not exchange it for commodities, has, 
there? . 

:'. Mr:~MoRGEN,!,HAU .. Not in.history. -. . -. 
Senator ADAMS.' As' far 'as thete is'ariyhistorYi 'gold:hasalways::: ­

been one of the things that would always secure an exchange in com­
modities, and it will continue? 

Mr. MORGENTHAU. I think so, and until somebody comes along 
with a better system, I am going to stick to this one. " 

Senator TAFT. Mr. Secretary, I do not doubt it will have a value. 
My question is whether it will have the value we are now paying for,tl , whether we will have to revalue it. 
.' Senl;tipr ADAMS. Senator Taft, my view is we have not changed the 

value of the goli.rin .the world'market. All we have done is change: 
the amount of gold in the gold dollar. That is, an ounce of gold, its 
purchasirigpower in the world market, has not changed. W'e have, 
affected the purchasing price of the dollar, not the world value of the 
gold. , ' , ' 
..' SenatOrT~FT. What I am really leading up to is,. it seems to me an 
inconceivable thing t,liat'we would increase the price of the gold frOID 
$35 to $41 and pay in our commodities or our dollars, $41 an ounce for 
all the rest of the gold in the world. Do you not think, it would 

, take a great deal of argument on the other side, the reasons in favor of 
to overcome that additional price for gold? 

Mr. MORGENTHAU. Senator Taft, earlier this morning I said'! 
,~ ~ ,mnotirm "" t.o im:;t what is going to happen 1 year or 2: 
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years from now, what are people going to use to pay for goods in the 
market, that I don't want to guess. The whole conception of inter­
national trade has changed so radically in the past 5 years that what 
will happen to it in the next 5 years I would not attempt to forecast" 

Senator TAF'l'. Mr. Secretary, I quite agree that the question of 
bank reserves is an entirely difi'erent question, but I have offered as a 
substitute for your bill S. 25, one of the sections of which provides for 

•the repeal of power to issue $3,000,000,000 in greenbacks. 
'Would you care to comment upon the 'wiSdom of repealing that 

power as a method of discouraging the inflationary idea? 
Mr. MORGENTHAU. Unless the Chairman insists, I would like to 

stick to bill 4646 because I understand that is the bill which I am here 
to testify on today. 

Senator AnAMs. Mr. Chairman, may I just ask a word as to this 
$3,000,000,000? 

Thatjs notanunrestricted power to issue$3,OOO,OQO,000of green­
backs; the only power is to issue it in payment of outstanding obliga­
tions. It is merely an issue of greenbacks to pay outstanding debts 
so that you decrease the debts to the extent that you issue the green­
backs. 

Senator TAFT. Yes; but it would increase the amount of currency 
as against the Government bonds, which is generally understood as 
having an inflationa,ry effect. ' 

NIl'. Chairman, I don't want to iIlSist on the Secretary's speak­
ing-- , ' 

The CHAIRMAN. You would just be issuing three billions of dollars 
that do not bear any interest to retire three billions of dollars that 
do bear interest. 

Senator TAFT. Yes; and of course, if we pursued the power to 
125 billionS-­

Senator GLASS., We could still pursue itt6 the extent of 125 bil­
.lions.butweare not going to do it. ' 
:"SenatorTAFT~~The questioilTwailtedto ask,I don't.:.care:.Wheth,er ' 
the See-retary answers it, is whether the issue of that $3,000;000,000 
would not have an inflationary effect against the very thing we are 
trying to accomplish, if it were exercised. , 

If the Secretary docs not care to answer, I will not insist. 
Senator ADAMS, May I ask you something, Senator Taft? In 

revealing the condition where we have circulating some $8,000,000,000 
of currency in the open markets and we have 45 billions of bonds 
and we have 60 billions of bank deposits, I am' wondering whether 

. 3 billions would be .an added amount which would produce a very 
substantial inflation. I was just wondering what your j'lidgmeht was 
as to that. 

Senator TAFT. I think the psychoiogical effect would be very bad. 
I think stocks would go up about 10 or 20 percent and you would 
·have a general feeling that the country had gone on a paper-money 
.basis. . . ,. ' . . , "..' .. 

I feel the psychological effect would be very bad if that were done,' 
and I think most of the congressmen agree with me; but I do not 
want to pres.'3 the Secretary, ' 

I have another question: One of the possibilities, 1\11'. Secret.ary, 
about issuing $3,000,000,000 more of silver certificates against the 
seigniorage. Do you care to comment on that? ' 
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:i" nllr. MORGENTHAU. No. 
I:: Senator TAFT. Mr. Secretary, I thought we might put in the record 
I'· here the total amount in circulation today. The Senator from;~ 

Colorado referred to it as about $8,000,000,000. 
Mr. WHITE. Nine billion three. The percentage has remained the 

same; that is, the percentage of currency outstanding to the total 
demand deposits is remaining approximately the same, 

Senator ADAMS. There is a very definite relationship. . 
Mr. 1YHlTE. There appears to be in the last 4 or 5 years. If you 

go back to 1929, it has altered substantially.
Senator TAFT. ]\tIr. Secretary, do you have any reason to suggest 

why that has increased at such a faster rate than it used to? 
;'.1 

Mr. WH1'l'E. Well, there seems to be a fairly steady relationship, 
as Senator Adams has stated, between the total amount of money 

::; 	 outstanding and the amount of money that is needed in the form of 
coin and currency. Bank deposits are included in what we call 
money. Cash is called for to do business where checks ar~ not ap­
propnate. We also find banks keep a little more in the till, when 
deposits are larger. There is also more money in the businessman's 
tills, and the public's pockets, so that the proportion seems to remain 
approximately the same. . 

Now,there have been some special reasons for use of additional 
currency; hoarding has increased a little with the unsettled world 
conditions,and that has made some diifeJ;'ence. . 

:~; . Senator 'TAFT. Mr. Secretary, going back to the stabilization fund, 
I think it should' be continued but I would like to ask one or two 
questions about it. 

;' Do you think that the stabilization fund should have power to 
I' engage in open-market operations on Government bonds? 

!.:. I have been somewhat concerned about the fact that·that powerH:; is vested in the Federal Reserve Board, and under the stabilization;h 
H fund .it might also be used; and, of course, you did buy a few bonds, 

as I remember, to provide income for the fund. . ." . 
If!: !, Mr. MORGENTHAU. That is right. .. 
I!"! Senator TAFT. Do you think that power should be limited so one 

!1 h:i l" agency of government alone has the power?!;I; :1', Mr. MORGENTHAU. No. I think again it is a useful thing to have
hP jl' 

;l 
there. There has been no disagreement between the Federal Reserve! i;l'II and the Treasury at any time about the open market. We work;Ii: II 

;:1;1 '!I very closely together. , 
: 1,,1 i' Senator TAFT. They suggest,. as I read this report, that such a 
lll'! :1 power exists in the stabilization fund only after consultation, I think, 

with the Federal Open Market Committee. 
I suppose you would confer with them anyway.:I~:If 	 Mr. MORGENTHAU. Oh, we do. I mean, after all, we both use them 

: ';:1, Federal Reserve Bank of New York. They are our fiscal agents, and;1 ii'l. 
.~ it \ the same man does the buying and selling; and, as far as I know, l(l.:,'l 

. there has never been any conflict.,I~ 
1,; . Senator ADAMS. Mr., Secretary, I gather the amount of bonds the 

fund now has is about $10.000,000.ii, Mr: MORGENTHAU. Ten'million. 
Senator ADAMS. Ten million; yes. Or it says, I think, lOX million. 

i I, 	 Mr. MORGENTHAU. That is right. • ;1,; 

Senator DANAHER. Mr. Secretary, on this very point I have been 
looking at this schedule too, hoping that you would explain the me­
chanics of the transaction on the $10,000,000 worth of the 2M percent 
bonds, which would probably clear the air here. 

Mr. MORGENTHAU. We have had those for a long time. We bought 
them originally when there was practically no income in the fund. 

We have them there to furnish a certain amount of income against 
the expenses which we incur. I don't have to have them. llike"to 
feel'that there is enough income there to pay our monthlybills/I 
like, wherever I can, to have enough income to take care of the adminis­
trative expenses; and that is the only purpose. 

If the Congress felt we should not have any Government bonds, 
should not have $10,000,000 of them, I could still dispose of them. It 
is just that I like the feeling that the income pays for our monthly 
expenses. , 

Senator DANAHER. In that particular transaction, did you substi ­
tute bonds for gold? , ' , 

Mr. MORGENTHAU. No; I will ask Mr. Bell to explain it, 
Mr. BELL. No. The fund has a credit balance with the Federal 

Reserve Bank of New York. That is part of the fund in use as an 
operating fund. These bonds you refer to were subscribed to by the 
Secretary when they were originally issued. The Treasury authorized 
a charge to that account which paid for the bonds. ' 

It was just a transfer on the books of the Federal Reserve in New 
Yorkfrom one· account to another. ' 

Senator T~>\FT. There is one thing, Mr.·Secretary,! don't understand. 
During the period from July 1, 1939, to Apnl 30, 1941, you said 

the stabilization fund purchased approximately three billion nine 
hundred twenty million of gold. 

This gold was bought {rom 23 different countries. 

Of course, there is nothing in the present statement of the bank 
.. showing they still have.that gold because that would be only the gold.. 

they had when they started,. What is the nature of that transa~tion? 
Mr. MORGENTHAU. Well, we used the stabilization fund as sort of 

a clearing house. 
At the time we were doing that some governments didn't want 

these transactions to appear immediately. , 
Senator TAFT. You mean the Federal Reserve Bank ordinarily 

buys it, the Treasury? 
Mr. MORGENTHAU. Most all of these transactions are from foreign 

governments. Let 1!S say, for example, we were buying some .goJd 
from Holland and they wanted that transaction not disclosed imme­
diately for fear somebody would say. that they were afraid of an in­
vasion, or something like that; and they would ask us not to disclose 
t.hat transaction, say, for a month or two. . . 

Well, the easiest way to do it-after all, it was their business, not 
ours-I am. using Holland as an example.. It might have been Bel­
gium or some other country. It might have been France. And we 
ran these funds through the stabilization fund .until the time we 
reached $200,000,000, and then it would flow into the Treasury. 

We never would give more than two hundred million, but it would 
give a certain amount of secrecy to the transaction, which most of 
these governments or their central banks would ask us to give. 
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;Senat'6r.'r:AFT:TlieoIlly purpose of secrecy-itcould\be done by 
otherageriCies?' • '.,' '. ..... " 

'. Mr;',Mc)RGENTHAU. It was a channel to give secrecy to. othergov­
ernments' business; notour oWn·. ," . 

Senator TAFT. Referring to this Chineseloan,the original loan, as 
you put it" was secured by gold: In this present loan what is the 
. obligatiori of the Chinese Government? Does the stabilization fund 
buy yuan? . . 

..' Mr. MORGEN'l'HAU. Let. Mr. Bell explain it.. 
Mr. BELL. Yes; the stabilization fund will buy yuan and the 

obligation of Ohina is to rebuy the yuan at the same rate we pay for' 
them. . 

SenatorTAFT. But under the last transaction· that is not secured bv 
gold? .' -

Mr. BELL. No; that is secured hy yuan and the cre~it of 
Chinese Government and' Central Bank. 

Senator T 4-F'I;. SO, when you get through with the war; in effect it . 
amounts to· a loan to China because' an we have is an obligation of the 
'Chinese,Government to rebuy paper money issued.by them. Is that 
correct?' . . . 
· Mr,BELIl. That is the oblil<ation, to repurchase .yuan, and'; of' 

coiuse, the Oentral'Bank and, the Government of China have' the • 
obligation to see that we get our dollars back. 

Senator TAFT. Is tlfatthe same thing as ,to the Argentine? 
Mr. BELL. Practically. .' " 

· Senator TAFT; Nothing has been done under that? ' 
, Mr. MORGENTHAu.The Argentine Parliament has not confirmed it. 
, Senator T AJl'T. But the agreement would be we would buy, 50, 

millions of Argentine pesos and we would have those pesos. in the 
stabilization fund and we wonld have the obligation of the Argentine 
Government to redeem tham at some future time. " 

" Mr. BELL. That is right. ,In addition; the Central Bank is on the. 
obligation to repurchase. 

· Senator TAFT. The Brazilian loan was the same? 
. Mr. BELL. The Brazilian arrangement was secured by gold, but· that 
has been paid off; that is, that has been redeemed since Decetnl5er 31.' 
· Senator TAFT. Well, since Congr!:,ss has passed the Lease-Lend 

Act, I don't have the same objcct.ion to using the stabilization fund 
for loans too. Congress has approved the policy, sol cannot object 
to it; but I do want to point out, if you have power to make those' 
loans you can really lend the whole stabilization fund to England or 
any other country in the world, so far as I can see, ih that way. 
That is, you can fill it up with pounds sterling and have at the end of 
the war the pounds sterling. And then, don't you simply have the. 
obhgatlon of the British. Government.to redeem the pounds. sterling? .1\) 
Is that not right? You have praetically the authority to loan the..... entire amount of $2,000,000,000 to. any foreign government, because 

C') we have approved the Chinese and Argentine agreements. .... Mr. MORGEN'l'HAU. May I just have a minute? I want, to be sure 
that what I am saying is correct; just·to chcck my memory. 
· Senator ADAMS. I don:t understand the Argentine transaction-­

c.n 
.til 

Senator TAFT. No; what I am saying is, if we pass this bill knowing 
that has been done, we are, in effect, approving it. 
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Senator ADAMS. No ; I think we arc extending it with the powers 
the statute gives.· The mere fact som:eonesits around the table and 
says they have no objection, I do not think that changes the statute. 
Of course, as the committee acquiesced in the Chinese loan, they did 
think it was in excess of the statu'te but because' of the emergency we 
shut our·eyes.· But we did·notbecome blind; . 
.,. Senator TAFT. Well, I find whenever something'is done and then 
Congress comes along 'afterwards knowing all about it and approves 
it, the COl.U't is likely to say we have done. that.. I don't see, that I 
can object to your loan, but I want to know if you do not think we 
are in subst~nce giving you the power to loan the whole stabilization 
fund to foreIgn governments; 

Mr. MORGENTHAU. I want to just reState my position. I have just 
rechecked myself. .' . 

Whilc I feel thatIgot the approval of this committee and thc com­
mittee in the House to negotiate uri'ungemepts: of this kind, I said 
before I would enter into an agreement with: a country at war.c-you 
mentioned England--e:...I would cotneup here to consult with Congt{)ss 
:befote I made such a commitment. ..., . 

:senatOI'TAFT. You mean that is what you said 2 years ago. '. :', 
:Mr. MORGENTHAU. I said it then and I repeat it now, . ":., 
Senator TAE''!'. And that is why youcam~up last year to conSUlt 

regarding the Chinese loan? .....' . :' ~ ,.' 
Mr. MORGENTHAu.That is right . '.' '" . '., •. ; 
Senator TAFT. But you didn'tregard that limitation as binding as" 

to the Argentine 101l,n. You thought you had'thatpower? . '.,' 
Mr. MORGENTHAU; 'I felt that I had that-I meah, that that was 

my understanding with Congress. '. " . :." . " .' " . ", 
'Senator TAFT. I don't quite see how a committee of Congress can' 

authorize a loal1 if it was not authorized ill law, but Ido think we ; 
authorize it 'if we renew this power, knowing What has been done. I 
will in substance say it is all right. I have no great objection now. 

SenatOI'DANAHER. Well, the fact was it was:made to appear that 
the only transaction that was discussed was the Chinese situation. 
The Argentine was not gone into at all. ' . 

'Mr. MORGENTUAU. Well, Senator Danaher, just to keep my record ­
.and my word clear, I came up here and discussed the Chinese one, the, 
·original promise was with regard to a country at war; and, certainly, 
by the wildest imagination you could not say the Argentine was at war. 

Senator DANAHER. I do not think it is. 
Mr. MORGENTHAU, No; IrQt I hope you feel I kept faith with you 

-and all the rest of the committ.ee. 
Senator DANAHER. Oh,I was simply commenting on the remark 

·of my colleague. 
, Mr.. MORGENTHAu. But yon.do feel when I came up.here and got 
the vote of confidence of the committee on the Chinese, I certainly· 
had the right to go ahead with the Argentine. 

Senator DANAHFlR. Here is the way I did feCI about it, since you 
ask me. That particular day I WIIS present and we went into that 
Chinese situation at very considerable length; not only was the trans­
action explained but it was represented that there was ~ verymark.cd 
.degree ofsecurity flowing to it. 

Mr. MORGENTHAU. That is 
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Senator DANAHER. And the amount of security and the type of it, 
eoupled with the Secretary's statement that we could depend upon 
his getting all that he could get, which wassubstantially your language, 
to secure that Chinese transaction, certainly instilled in the minds of 
most of us, and certainly in my mind, that this transaction was one 
that may not strictly conform to the statute, but certainly under the 
circumstances could be justified..

Now, there was no.t anything .said eitheI' .by Mr. Hull.or the Secre~ . 
tliry of the Treasury with reference to the Argentine t,ransaction at 
that time. The vote of confiden(\e therefore dealt solelv with what 
had been reported to us; and yet, by the middle of the afternoon of the 
very same day every newspaper of the United States, certainly those 
in ·Washington, .carried full details of the Argentine transaction, which 
had for some reason or other not been related to us . 

. Now, it is explained this morning that it was not related to us 
because Argentina was not at war. . 

Mr. MORGENTHAU. That is right.
Senator DANAHER. I wonder now whether the Argentine matter 

proceeded on the same degree of security with the same degree of 
confidence to be reposed in it that we reposed in the Chinese trans­
action. I therefore am not able to give you a direct answer even now. 

Mr. MORGENTHAU. Again I would like to go back just a minute. 
The statement that I made originally was I felt it incumbent upon 

me to come here with respect to a country at war, that wbile you 
could still technically and. legally say that China was not at war, I 
felt I did not want to stand on technicalities. 

There was no obligation on my part, I thought, to consult the 
committee in regard to Argentina. . I felt I had that power. I was· 
not withholding anything. I just did not feel I had any moral obliga­
tion to consult the committee in regard to stabilization fund operations 
with Argentina, Brazil, or any other South American country. 

Senator DANAHER. Remember any comment I have now was 
elicited by the Secretary's question. 

Mr. MORGENTHAU. I understand. And I value your opinion. 
This whole thing of coming up here and laying the car.ds on th.etable, 
in view of a statement made 2 years ago, is that I did not want to 
stand on the technicality that China was not at war. And that is 
why I came up here. 

Senator ADAMS. May I state this: I think this is the premise, we 
are all tryin~to work it out for the good of the country. We may 
differ, but that is our purpose.

Now, I have never felt that your stabilization fund was available 
for loans to foreign governments. I would not agree with the Secre­
tary that he has the right to make loans to the Argentine or any other 
foreign government. I felt the Chinese situation had become acute 
and perhaps justified a stretching, you might say, of the law, and that 
there was a currency matter involved. 

We were told there that the Japanese were entering in the occupied 
area trying to drive out the Chinese currency, and also the unoccupied, 
and that the use of this fund would tend to stabilize the Chinese cur­
rencyas against the Japanese efforts, and that we had a commercial 
interest in maintaining the Chinese currency against. Japanese efforts. 
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1 think it was in rather an attenuated way brought within thelscope 
of the stabilization fund, which is to stabilize the exchange rate of the 

. dollar; but I have never tl:lOughtthere was a basic right tonlake loans 
to a foreign goveinment;.,but the vote of confidence on my part I 
should repeat ·it, because I have implicit confidence in . the Secretary 
of the Treasury and Secretary Hull; but even with them J reserve the 
right to differ as to their judgment as to the law. 

Senator TAFT. The Secretary's opinion is very clear now that he 
has power to do it; and of course if he has power to do it with 
$50,000,000 to Argentine, he has power to do it with $2,000,000,000 
to England. . 

I asked him his· position a year ago and he would . not state what 
his opinion was as to whether he had that power or not. . 

I asked him if it was not legally possible to loan $2,000,000,000 to 
England. He said, "Well, if Ilost all sense of reason in the perform­
ance of my duty, I might do a lot of things." 

I said, "In other words, it is legally possible?" 
Secretary Morgenthausaid, "Well, a lot ·of things are legallypos­

sible which you would not do under the rule of commonsense." 
He was unwilling to express an opinion as to whether he had that 

power. He subsequently decided that he had that power. 
. It is past history now and I only think that the committee ought 

to realize in renewing that loan t.hat we are giving him that power. 
We know he has done it. ,\-Ye are not limiting it in any way to 

prevent his doing it. I think We are merely accepting·this, to renew 
that power. 

Senator ADAMS. Mr. Secretary, I have just one added word. 
My basic opposition to the devaluation law is that I just do not 

think it is an honest thing to do. I do not think the great.est Nation 
on the earth in every way can go out and by the operation either of 
its Congress or of its President seek to pay its debts in a lesser cur­
rency than the debts Were contracted: 

As a Member of Congress in which the power of fixing the value 
of currency is vested, I should oppose the exercise by Congress. 

I think when the Secretary asks_the question; "Shall I grant the 
power to pay the debts of these United States in a depreciated cur­
rency?"-as I see it, it shows we authorize what I think is an immoral, 
dishonest action by our great Government. Of course, regardless of 
commercial benefits, I am never going to vote to authorize to do any­
t.hing which I think is not honest. 

Of all the things which may be imagined, there is nothing I can 
imagine which would justify my Government in paying a dollar debt 
with an 85-cent dollar; consequently, I cannot go along ort any author­
ization. I think the burden of proof is on those who ask Congress 
to delegate this authority. . 

Senator GLASS. Well, that is the position I took when there was not 
one-thousandth part of the reason for doing it that there is now. 

Well, any further questions of the Secretary? 
Senator MURDOCK. Mr. Chairman, I would like to have furnished 

for the record along with the statement of the currency in circula­
Lion, also the demangdepositsj SQ that we the relationsh.ip between 
the two. . 
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The Exchange Stabilization Fund was ma.ae a pernl<1nent Fund by the Bretton ~;'oods 
lJ~greements Act, approved July 31, 1945~ Previously its life had been renewed 
by Congressional action ev~;r:y t.wo years 0 
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'TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATI! February 25, 1946 

TO Mr. Coe 

FROM ,Mr.,Eddy c 

, 9 ,f#V' 

[ Subject: cOndens:W Rerv1e1'l ot stabili2jation Fund 

I. BACKGROUND 

1. Origin 

Two billion dollars of gold at the valuation of $35 per fine ou,nce was 

appropriated by the Gold Reserve Act of 1934 as a stabilization fund. This 

gold comprised about 70% of the total profit arising from the reduc,tion of 

the weight of the old gold dollar. 


2. ''Ii:>rking portion 

Of the two billion, $200,000,000 was deposited for active use ih April, 

1934, part in the General Fund of the Treasury and part in a special account 

in the Federal Reserve Bank of N,ew York. This amount, used as a revolving 

fund, plus accumulated net earnings, has proved adequate for the FUnd's op­

erationsto date., The $1.8 billion balance of the original $2.0 billion re­

mains unused in the Gold Account of the'Treasury (DUly statement, top of 

page 1), but~1ll shortly be, used as directed by the: Bretton Woods legisla­

tion, to pay part of the United states sbare in the ;Lnternational Monetary 

Fund. 


3. ~ose andEOwers 

The only statutory purpose of the U.S. fund is that of "stabilizing the 

exchange value of the dollar".. To this end, the Secretary, with the approval 

of the President, "is authorized ••• to deal in gold' and foreign exchange and 

such other instruments of credit and securities ashe may deem necessary to 

carry out the purpose tt which :was just stated. ' , 


4. Responsibility 

The Gold Reserve Act provides that the fund shall be "under the exclusive I, 

control of the Secretary of the Treasury, with the approval of the President, . 
whose decision shall be final and not be subject to review by any other of­
ficer of the United states. The fund shall be available for expenditure, . 
under the direction of the Secretary of the TreasurY ,and in his discretion, 
for any purpose in connection with carr,ying out the provisions of this sectionn~ . 

, : .. 
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5. Operating control 

As an operating mechanism, policies are determined by top Treasury of­

ficials, with the special advice of the Division of Monetary Research. Once 

policies are detennined, implemental operations are administered under the 

direction of the Division of Monetary Research [and carried out by the Office 

of ,the Fiscal Assistant SecretariJ,'largelJ' through the Federal Reset"ve Bank 

of New York ~s f1~cal agent of the TreaS1f.!~.aet -ti,~ M..t.- ;ww ~,,;;t 

~'1k ~a.kwv14 g~ ~tA4 ~.: .

6. WS of use ' " , 

Besides various miscellaneous operatioIlB,three main types of use of the 

fund in recent years have developed in practice: . 


• 

A. Purchases and sales of gold for the purpose of settling international 

balances. These transactions are conducted with foreign treasuries and cen- ' 
tral banks at $35 per fine ounce, plus or minus 1/4 of 1% and regular. mint 
charges. In effect, they keep the dollar at par with gold at $35 per fine 
ounce, and vice versa, 'and they maintain the "gold imPort point II and «gold 
export pointll of the old gold standard, at which gold :woulci flow into and 
out of the country. Sales of gold to assist foreign countries to build up 
their gold resen-esl as well as sales for legitimate industrial and artistic 
use at home or abroad.il come under this same category. , ' ' 

Ih Stabilization agreements with foreign governrilents, making stated 

ma.ximum amounts olthe Nnd's (lOUars available to the foreign governments 

or central banks for ,definite periods of time as stabilization loans to as­
sist them in maintaining the foreign exchange value of their currencies. ' 


" '. ," ' ~~'-~, ~j~~)"-", 
c•....War-time purchases of certain 'fol"El~gn currencie in exchange for gold., ~ 


to pr~vent thOse currencies from rising against the <;io J '!he fund then ~, 

sold the foreign currencies to American agencie~,.?~.Jndividu~ls 'Who had to " 

make expenditures in those currencies. Because~~rrencies hao sMn ~ 


bought with gold through special agreements, 6:: ~:::e ::: ~nasle 

iB '\m'Q&ual ame~s it ~Eii8~bGd. ~cba'Qse rates. ~7~ e:::!?l\:go d was 

selling at a higp. prenuum in the J.nternal markets &l ..:, --ill. ----It, the cur­
rencies were, acquired at much less than prevailulg exchan~.,~,l~es. . Ill..:' 

]).~h<.4 ~ 1-~~~. :J~1.:6ft aC;Z--ili~~M W(N';d, : 
Jt4 ~-u,,' • II. PREST STATUS '. {. A', , ' 
~ , '~--7 ~ ¥ ~ "'"~ $ud. ~ .A,...,IJ.~,.xr. ~rr tUl'1.iLuVJt? ~fz-tb~ ¥ I, 

7. Size of fund and form of assets, """"""r'~-"'" -r-v--r 1t.t ~. 

After carrying out the requiI:ement to subscribe $1.8 billion of the fUnd's 

original assets to the International Monetary Fund, the United states Stabiliza­

tion Fund 'Will be about $290,000,000. Of this, $200,000,000 is the original , 

appropriation, and, the remaining $90,000,000 is accumulated net earnings. 
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The form of the assets is subject to frequent fluctuations, particularly 
between dollars and gold. On Febrtt8l'Y ll, 19~6 the assets were made up as 
follows: .. . ~ . 1/ 1'1'1-7 .' . 

Ibllar deposits (in General Fund of Treasury and !J.3,i.(XJ 
l'ederal Reserve Bank af New York) .. $ 21:2,,8001000 

Gold (in Federal Res~rve B~ of New York, 
~ 

New 'JJi 11.1 .. ()O • 

. York Assay Office, ~ ~OOO,OOO·- ...... - ........ ­
U. S. Government securities , 20,,000,000 

. r; /kI-o" p-trf?fJ~~~4~' . 
Deposits abroad of foreign currencies -- mostly ~,~. . 

Indian rupees and Swiss francs . ~,OOO 

300,000 

Total 

Gold may be repleni~hed<or4isposed of at will by buying it from or selling 

it to the General Fund of the Treasury in exchange for dol1ars l at $35 an . 

ounce, flat• 


.8. Current operations and policies 

. stabilization agreements are now in force with Br~z11 and Mexico, :for 
$100,0001000 and $4010001000 respectively" but neither i8 being used. l]ather 
than standing in need of support for their Cttrrencies, bath countries have a 
strong balance of payments and have been acquiring some gold:7The .four other 
stabilization agreements that have been made in the past" witll China, Ecuador" 
Iceland, and Liberia, have all been liquidated aIld have eJq>ired. 

The fund is slowly selling off its small remaining balance of Indian 

rupees 1 chiefly to meet needs of the Foreign Service. and war b'hipping Adminis­

tration. The once-large needs of the Army have' EiiliI~~d. ~, ~ ;:e.. ~t,u;;t;;d 

~1~"J1k~~~·~ . 


The fund· continues to supply Swiss francs for [!.pproved purposes,. namely, 

humanitarian organizatians.i1 government 9J1iileHS3:tupes, d.~pl.gmatie expe~es fe4!­

(the U.B. and other countries), and living expenses of Americans living in 
Switzerland:1 Th~fund replenishes its supply of francs periodically'by 
purchases ~om the SWiss National Bank in exchange for dollars which m~ . 
be converted into eamaPlte el gold at the wish of the Swiss Bank. . . 

, r.X#. 
The fund makes ",,;:titlG purchases and sales of ~old w foreign governments 

and central banks. furing tae ;bat 'Fiaa?ts!' at 194'1 ance was the chiei' 
seller of gold, iilthe amount of $108,000,000, while:. e Latin American coun­
tries, plus ,Portugal, SWiitozerlartd"and Turkey, purch ed a total of $146,000,0~!J 

http:organizatians.i1
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9. Audit and report to the President and Congress 

The next required annual audit of the fund. (made 'by three Treasur.,y of­

ficials), and the report thereof to the President and'Congress, will be due 

~ shortlY. The auditing committee's ,report for the fiscal year 194$ is ' 

be11i8 1,0",,6 Maa,-. afJ~~ , 


10. Chrrant earnings and expenses , , 
, , ICf4{, , , I tj).() SH . • 

, In the calendar year 19i;$, e;penses of the fund were 6~3JOOO and earnings 
~2>~~a,ooe (~l~e as aaeitieRal $l3,OOO,OQO new Qeld ~ a Ge~ftgefte.Y pe6eFge)~ 

II I) r ;,2, $ dC. 

(NOTE: This memorandum is 'in large part a summar.,y reView of a' longer memorandum,' 
"Book on the Stabi11zation Fund, December 31, 1945,tI, prepared by Mrs. J. R. 
Sundelson) • 

','
I 
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Karoh'g"1939 

S~oretar,. Morgent:Qau 

Mr.Whlte 

Subject: 

The talll)wlng important statements ,made~b7 JOu before 
the Senate and House committees 1n myppi,nloftQlake itlmpe~a­
tive to' reexamine now the use amd objectives,: of the Stabl'1iza­
tlonFund. ' 	 ' 

(1) You olearly make the sta,temeiJt that it 1s 
your opinion that the 1.8 billion dollar portion ot 
theh,md should be reserved for the purpose ot reduo'­
1ng the outstanding debt. 

(2) You further stated that you would not use, 
the Stabilization J:i'und toacqulre any f;oreign oU:rreney
unless there were adequ~te specie ooll~teral. In 
other words, you were not going to l;1n4.rtake any ex­
ohange r 18k,. 	 ' , 

,(3) You stated that you would not, support any;
foreign currency_ 

, (4)- You etated that you wou14 not, us,. ,the Fund 
for the purpose ot makir1g anr loans to: ;anyoountry. ' 

I 

(5) You stated that yoo 1l'lte'n4e.d:,to issues. 
qu~rterly bala.noe sheet summarIzing th.e, olHwat1ona of 

,the 	sta'bl11zationFUnd, thereby el1:mlnatlngan;y un­
cartalnty as 1;0 the' type ot operations" en~aged in. 

(.6) You stated·t'hat 7011 investfJd 1n bondS beoause ' 
you wanted to earn a profltto rIleet the. expenses, leaV­
ing the interpretation tha.t, the Fund l'B able to ea.rn 
a large revenue to meet g~neralgovertunent expend1tures.
If 1t 1s appropriate to buy bonds,1n Qrder to meet the 
expenses ot conduot1:ng the sta.bl1"f;a.tlonFUr;d, whyie
1t not appropriate to bur more b0l1ds,t6 meet more ex­
penees of the Treasury or of t}:j.e(loveflnment? 

21G4,67 
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i;"~" ;'::;~ ~: • ,,';' ',;:,; .:n,~," :,,/:~=St:;~~,.:·~:~ :;:':,;~.:"" r;,: ':\~~I 
Jletherlami.li/~ .,1.",·'Septeabel'...30,,:,·1-936 ~;? ; 
Srit.aerland';'i:c'~i ;";5.~, ':39,1936""':;'" " ',' ',' '.,";';; ;I" 

Belgium ",' l'·.',";:;:' ',ltarcb, 3O,,·i;93S":':. q,:,.. "" 

the above 1s not. a complet.e l1&t. of fore1gnSta'bU1sat1on Funds. 
Such tunds';have,~beeB;, e.st.-,.blished: ter e.xmaplein 'the {A:rgemtme.,COlomb1a, 
Czechoslovakia, Latvia, anc!Rounta.'): fbee.~,;furi(le~••i'e';s_/ up;,1nF~hr' 

, 1935, April 1937, September 1936.(,Octoberi1930';,·8nd;1fo~'19'6J rEI­

speetlvel7 at the time ot the revaluation. of gold 1'8••"88 and were 
credit-eci 1td:;th,a,.,part:'OF the"whole Of :the'J"eSUlt~:,po$it,s;•.i:TheA' and. 
various other inst1tut1en&'are:;,of l ..er signiflclI11ce 1.11 Intern;artional 
lIIonetaryrel:at1onsand M:e a8 a rule a more limited 8co;peand l{urpose. 

,. li ..2. 

T,be Stabilisation Frmda\of. sC.;;~~i~4'ielg1D.aBd~"jr~~~; ~Yiere 
created. out of the 1ncreiMDt/ ,J1"e8Ult1DgfJ'oa: t.he,i dev81uat1oa~:,ot\,·the1r; 
currencies • T~· initial ...ets:; o!:~,the8e1:\m,c1B'itther8fOJ"•. cOIlsisted 
wpolly ot. gold.. .In bot.h England and Jiethel"laiidJ; gold s toea vere not 
revalue4~:at ,the;,t.imik;~he Funds. were est.abliahed and the lunda were em­
powered"to''''lssue .TreuUry bills. '. 

", :, ,v! ~~: ,.:::.,.t 

". ;,..... ;: ," ',',::;,"' ,;.. 'C""'" ',' .',';...,.'·•• ·;:,:. ••,'ct 

England. .',1!75,~mill1~ ~;:(aPFoxl;f$S?S\ lIl1llioa). ,~: ' .. 
Franee ·,,1O:b1ll1oD( ~e8 (approx. $470 million). 
!Jetherlanda .3OO.a:i.ll1on guilders (approx. i165 mll11on) 
Switzerland '539' m1111cm'S'td••• :tranC8(appros'.,.. $1;25 miUiJmt)" 

Belgium 1~12S;, JBti.ltoD·Belgiu :fiaJ1c.·. 'approx•.:;,')8. miU.1.on) 

4.Xru;rease1m borrOJling\ capac1ty·of·!unds'·,:·, ' 

fee· bOr~.l.C.pac1t7·of:.:·,tbe"Jrltisti";Fun4,·~.:.4.no_I!U"d.·.by! 
200 li\lllloD pQunds in Aprll,'i 19!3J\ami::·byi asfurth.:iOO.lra1l11on.·.~; ., r 
in June 1937, making a do1l&r't9ta,of apprcw:mat;ely.j~,:8VS.ji()a0,OOO. 

There apparently hasbe$l1 :no,;cban.le·1athe';'bO:rrcnr1ng;capac1ty of other 

F~. ' 


, : 
" '" :'i ,': / .":.~.,. '::t; . '1" ..s<;", . t .. 

,>,., ~.r·:'. ::~':'~'(';!,:'7:'" ;:.: '., ;." ·w:.),;",:.Y,::,:.f:~ ..)~ ~:~~'" ,;'.' ,i, ;.:', ::"·-··'>·"'··':··'::~·:':;'''~·i. 
3/8/39 - OriginaJ_ to tIre llrie~n'L.tox:,:;~:ransmii;tal, to\~~nator Wag:Qer.~,., ... 

.' '. ;' 

i 
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.f . 	 .,": .' 

t:J"'l",'~/', :', '~.,"'.;":,.. : ~~,:;::~~:.~~:. : :.;~.. ·'.:'~r··~·; ',',':' . ,.::;. ;.:.:~. ::.~ . .':.:: .. ,':: . 

fa) England - 'f~ .,.!Un4: ,u: ,un"'~3'r.1:o~epn~ro1~f };~e ~t~~~1ll7..• . ., 
(b) France­ ;:::~~~~~~~#:~1~,'

publl~ ~~¥u17,~ .<;,tU",c,?~~1()n.,:o: ,~~8 ,o,per~
"	t.1Qnj:.re' de~ed, '})YF,t,be> Gav.rnor of'.t.~,.8ank 
of 'lrSJlc;e.~t~~~:~~·;~~~~tk~tg~rier~:~i
8tn1~~O~: :turn~h~ "})7.;;,~;Jlj.r4s~:t),,~t,: j~~~, 

• ~(~ ;. .;. ':', I~~ !'5 ;rh'!,:,': ,""-;' "': /' ~~.,>:~:,~ h:::,,\ ',;':~\ j. _.':, ,f".;,',:) , \ :, :'" '.. "'" r ,..,' ,\ !

{ e )1ietherlands - 'the;:r~, 1,~,'~.~!i'5i. ,~~;,,;t.~..;t~t~:l.aD,~/Bank 1n 
accOrdaee ..i thrilles laW dOwn by t.he Minister 

. ·of ..F;~~.e.j~, ~~~r:.,.M.~;,,;~~*~~n...:' .... ;..:" .". 
:', .. L. ~ / ,,' "it;jf:' l. ~ .:iF' :,,< ~;' ~ ',~:';.'> t:~·.1·';'",:;"".: ."':t.~'! ,I'"~~ •. ~:", .~ {,' " :,', ,~'\.• 

(d) Switzerland- The FUnd' is., tinder.. tbe ,.c.ontrQl:.,.oi t.he· SaiBlir ','r:
Natio'nai. $ank~' ", '''! ,'.'", ... ' ,',.' 

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

I 

1~ ,K~g was em:pawered by law to set up the(e)'~f~~;-', ' 
'''hnd''~ to determine t'he tunet10ns and,manner 

of fta" ~P,1ra~l.(l1l"~;, \,'1'~i!~ aete~.~J'; ~o~~.... 
taUoP' .1t.h~ Cabinet udiat1onal". ~'.".,1he:: ," '. 
Bat~~~.l;laik carrlW"olitliie oper~Uonsi ot'Ftm4 . 
Pursuant't.o t.benDg~8iDet.ructi.ona. .. '. 

: .:.~,,:. :,
6. Powers of t'!!' FUnsJ 	

, , 

Ca) England- The,.~~~~ .•• ·.~<;;::~Vk;;i~7f.~~.·,~; t~.'::~~~~~t,:' 
.t.o. ti~ ..~;~8ted. in sec\1:ri:ties or in the pureha". 
of gold.' in such DtBIlner a.s they think best. adapt.ed 

· £'01" .cn.tlking undue fiuetuat10fts in the exchange
• '~ .' ,(f(: ", valueo! a;terl1ng. : 

The'liW! has t he function of regulat.ing the rela­
t1oD;Sbip, bet.ween the ,.franc .and. .f~~e~gn cu'l'reneies 
untU the «old c;op~~nt ;'?t, t~.,>Jr~,c i.~ ,f1zu!U.ly 
fixed ..,by.decree .,of 'tbe Council o!S1nistera. 

~r !'. ,~l, ' ,,~, ',:, , . '., " ,;" , • 

(c) ,:~:~'t.herlanGia~~. The lund 1I1as established for the pUrpose ot in- .. 
. , ... ,. " .. :.. O,l,••",,~ 	 fiusncing foreign eDb&ft~e ratas by-buying ad 

. .' sell1Jlg; :~~~;,t;r~~er~l,b1l:l~.•"an4,~!I~:W..q. : . 
. • ', . pa,..r··pal~ble, ..Ill?ro~d,~d ...go1d.. , .' 1 ';' : 

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

. ,: ", :"",.' , " ',; /: ,~-~,i7::, ,/: ,~;~::~: ~'".\', '"". .: _.~,:. -.;~ :' ,".,'. 

Cd) Sw1t.$erland - Slli~"fi~~1:o~.~~k lr,~1Cfh~ope:t~~ tp'e"':~d ,~,,>," 
requir,ed to..maintain, .,the" vE:iueo£. the, ,Swiss franc .. ' 

· ..Pt· t.~~ ':oigcl~'.·,.~wect',2i.S:i.~~i~. itdAlir~ , 
,/:'>'0· tiD.'.goliC :the. 'Futtd::~,not; :eSt.bli~n.dpy: . 

· " -. .;. " .' '.\.~',.' ,'. .: ,,'. ."':; .. ;- . , '.. ' .-' ~ '. : . . . 

I 
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8peCt':f!1C';!C4fot,.tb8;:'ederal,,;;A.a~7{ ,'bu~,:.pur­
nant·tto mat.ructfOl'ia g.1ftntothelationel 

':' ;c'Ban)f' !:iytrh.'j'ederaif ~:Counen.: :,Thei,·DeCJ!'",;~,
) the' Fed.r61·.Counc1li p~M1i:g. for. reval:u;ation 
:" ot':tne::Nalle~ ••dthe'io.t.rtu.'1;on"'fd1:n:c't1Dg 
:. ':<thel!lj,ttOnSl: i$ukic'tcLlaetl1p·!tbe:5.lilb~etion 
:", FrhJt4'were" i:8Sued,;,our..U8l'lt,."w:,theAet ·,oltha 
"':~~:'FG4eFa!, a:8seably, ;0£ ,January~311P;;·'19)6·',.,~~,l,l:", ", 
!wthor1Ad.,\he."J1aderai, ~,0Wlt.1l. ;..,,~~,;,:rr;.a1£~ );~ 

me8Bu.!'e. which it eOnsiders necessary ffir the 
.', ~ 

, .', ! ,;' : ;_mte....ce,:ot,t_Dat.iQDa;L,CJ>~'tt.,ai,l4,i~~ehJ 
. ::,itF1t.I!tCopin1oD, '.:~ea.ot be post.POlled,;~ ,,;\,1. ,.,. 
~:, ,',:;'.~ '. ';:;':.",',,': . /ei/~,'~;~" ;'."'"rt":.. i.\:i: ': '~':"i' '~'''I;' 

'.i·!l'tmd'lYas i,eStabl1ab:ed,::,for ,libe 'PiP'Po.-,·,ol. '. 
0, rePlat1ft8,.'be:-rel:at.:ion&lUP\llet..~,;~~ '~.~ 

, :t:'8tuli '.fore1gn currencies -pending final !':1xii:1g 
of the gold contEiJl1'.ot the belga. 

1, 

\ Ii. ';:" <, ;" ." 't . " : .... '" • ';' 

(a) EnglaBd- :",'tt~!1:scre\lolhot"T';r$asury: or, lUi):t:i, ~t.r;/;t,hatIl ': 
1. ,: atx meDtbei att..·!,(:ozmODS "st,ll.__ l~ ino.~longer 
.j',' 	ftete8~l.<,' '" ;.;:,,~:, ""'; i .. ' " " ,I'i"" ' 

,', , : • , ' ~" '. • :', >0, "'" .L :. ;' , 
(b) 	. France - ,..'ffOlie~., (Possibl" ~th8"f1ul:f,::bdiJC .o.t, \~i~d . 

~;,eont;entr,O'f :the trtlilo ,byi':d.ecree 1I'O:uld terminate 
the tunction of. the,Ftmd in regulat.ing the re­

""lat1<mabiJ) :bet.ween"the:fnme fmd,foretp ,c,v­: ,rencie8 .o'l', r .. '" " 

' .. ,,(cl ,.~therlandsO Hone. 
, ';! ,":, ""' .. l',' or· ~',"~. L~. ";,",\.i"" ':::.~ . '::~:"':.: 

(d) Switoaeriand 

(e) 	 BelgiW!l- Gold cont.ent of,belgs. watt .finally fued en 
larch )1, 19)6 B't'tlhieh time StabUisation fund 
va.tennineed. 

:1 

(a) 	 England- T:,e Act .etting up the Account pro\fided t.hs1'. 
the Account Sball in every year unt1l1t is 
1I'Qimd up be eu:m1ned '" the Cemptroller and 
Aud1tor-Genera1,in such ma,nner as he, in his 
discretion, thinks propeTwlt.h ~ view to as­
certaining wbether the operat.ionson ,4Uld the 
transact-iolls in connection w11'.h t lw AeCotUlt 

" 
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have been 1n accordance 1dth the provis10118 
ot the Act, and requires the Cou!ptroller aitd 

" ';f, AUMtor<Gi!mentiSl': dei:'t.Uy:.·t;c)i;"tM ~ns(1rhather 
,bi;'hrs'bplmon:,'hav1!ng ':Nprtl 'to the, ~t't 
"of the uairdna!ttoh:,'::t.b8 operattl,ons:,Oft'Ud},th(f,{' 
,tNttsacti2onSi::til 'eolil.i9~£t1oftL :'W:1'th ,the :Aceo11htn,' 
have) or:baH1-;Rot:':b8en:ln':ac~oJ'da:nc.; ..'Id!·tht.he";,,:,,,:,: 2' 

provisions ,of the Act ~ The: dewUs of ,the l opera;"; , 
tioD8 of the Account bave not been made public. ' 

, ~: 	
<:.'> ,.1'.: :. ~;' ?.'~:~. I .~:.~~. ::'~.; 

(b) Franee - ;ApPareDtlyl1o'; 8X:pN8ff/:,ploO'rinori; ill law,:'regard­
':tJigsecre"Y' .t():The'detllll!si :b!;the::bpe:tatt&liS" of 
t.he::FtiDd 'have" :J1Ot:,:;beeJlCi1a;clos*t,'.:~; '1!he 'only "~Jll;. 
'GOl'l'.lJAtion>.ci.""publfc has' been general. statements 
at various t1118810 connet:,tion' vith budget dis­
~u8$1ori&~ "\,:' ":"},;f''2i'' {<;:::::;;,,:": " 


'~: .. :~' ,:7~,I,~.":,:, ::.: >1":" ~ v ~ ~,~ ~'~ ~,
" 

(e) 	.. Net~rl.andB - ''I.rhe:0pe1''at~0ll8:-'ot,::tBe\Ftm~"are:/eXp"s51y'e~emptea" 
;tl'OBl''PrOrl:.I1oDs',of ,PublicrhcountabWtY:-'>let';. 
:Iif iB'prondtKftbati;iIB:: 'socii £ff/the'\ countri' a'-:1n­
-wrestS; nil pest}· pro~()n'Blulfl1:1;b&' $.$de·;b;y 
·l8.wt(}, (det.e'Tm1:ne:· [the;" :1tay' 'In'' ';ihi:eh~:theuseBiaCl&:' 
o~ thEf'moneya :ofthe!;"FWid, ~.l.r~'be:ClCcoanted: tor 
and the date on wh1.ch such :account Shall be 
'rend8:nd:;,;·,"..·rbti;,detaflfs ;~t,tbe;oper&t.ions . of. ,the 
!Fund,'ha.ve1riOt :b6enimade" oob!ic';';' (. ", " :.Fr ~i' c",,.. . 

! ':' ,.1," ~~, .;:. ":" ,..'. :: .' ~~:' ',:" \.: 
;'-' 

Cd) .Switzerland, -'ApparehUyndlege.'1:"proV±slom. ''l'He''detii'ls~ot;</ 
,We 'operaY:ol1s o:f.'<the Fund: have not been made 
,:public_, 

, ,~," , ',. 
,;", ", \- ~ , 	 .. "'. '" ;.' 

(e) Belgium - ApparentlY;·no 'lega:l:,r>roV1'Siott:,j'·:.':1'b8:/details: 'or 
'the:'operat1oMof 't.he;·,Fundhave·,not "been~,_dIi 
public. 
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~nformationConceD!!ni Power to Revalue Currep¥l" 

(a) 	 Englan<1- There appears to be no express statutory 
, .autl:;qri ty to alter the statutory gold content 

·~.\:':O'f.Ythe pound. sterling but the obligation of the 
. Bank of England to ,sell gol:d at."he statutory 

"price for gold has been., stiSpeDded. since September 
}~~f:,t"'3 	 \,." .... ,',..., "'" :,i' . 

; '." _. ,;". ", ~' .'{ 'J'; 	 .~;:: ~!,(,.~,). ~,;{.:,\;",;t ";fl~ :~.' ~~.\}/ ;: "•.;;",1) ~.~ 
(b) 	 France - "The'COUncil ot lHn1ste:n ,1$ authorized to fix

'.'.,-.. ,'.,"" 	 "..:;;.~·:'!-,.'/;4 ., ... ~.'. ,:~":;';':., 

'ultimately the gold'content" of the frane· b;y 
.. ~e~l!.~~,. : Jg,. 8U;~P. ~fl!~U:tt'e\,~~h ~~i:.';~!'1;t~u6ld.",;,.·: 
: 'l'hertiiS" '.' '~ntl :..no~ .tid limitat10lt u. ofl".th.~,;· • 

. ' . ,"" '. '" ;'",.....:~~':i~,:~~~~~::~!:;~:: Y:'!,';" ',:" ';~: .'."~: . ' .:: ....,':· 

(e)'; 	 Sntse,rlanc"";'f' "·!~:;:#e.~:9"'9r~.J~fi~:J;.PJI(.rei:t,~;raleojm~~+ ;~e $,~.s 

,'(;: "·'1'':'''' " . I', 'Nat:1bnal nanlt·'h.U,~peen~'directed,{.tllouta .reut. 
. .'li:d.'~ti~~.'aj #t :t;1'.,.,"t6 ;u,i~~;'n:,:the:, gOi:~Pa~,t.i

. ' ,\~4' t~e", st4s~~ p:~c: a.~~,',vf4~~,}:~~,:be,~e~,:.:
:",,' " "l9Q"and215 milligrammes 6't fine gold which eor­

, . ,!.~SP9~!?) to Ii mean deva.1uation of the fra;nc of 
;;" ' .':" " , . ,..' . ,'.: 36, ·percent from the ol,d gold parity. The franc 

:~~~:,!~~;~~j.~~~~~~,,~~~,;tt;::.~.~c~~~,~cl." u.~~8. 
·l1i~.ba:~pe~~:'t.~",p~"n,?,,~~~t~~9r¥.i:.P.tJl9;"i~y.r"o, 

, ~~t~r, .~~, ~~tutOr.Y. ~~la, e,~nt~~ of ,¥le, N~tberlands 
, @lder but the obligation, of the,Jetherland.e", ",,, 

.,.:. r.:~·':('.;. \,;;"'.~: ji~ :~·,~:i~E&n1C to'p~i':lts noteB~fn'gold~has~been suspended' 
. , " " , a:1nce September 1936. , ' 

'. 
(e)'BeliiUm:~;~;:." .; ;n~',~old' content of belg&' ~8 finally fix~d by 

!".<. I ",: ~~~::/~!iu~~Jt~9~:~··iiI~'3'r~~!~1~:nt~:ir):r
..... ,;:,..;... th bel~" :).';}.... " ,:' ... :i,;;;<,<·.' '" ',' ';""','Y..',,, '." ......" ,.".".,i ... ·,3 

"', .'. . e',• .': ,!: /.; J:.,. ,:: ,:'..: :;': ; j: :' ';'~' .' " ~' ,',... 

(:f') 	 I tal,. - ·i;,·;;ine goi~cj~~~~d~,~p(:,~;""'#.~'\·~'·'~{"~~~:;'~;;:'
.; a tu.rther' 10~peHent.oy royal deereeupon recom­

, Ite~t1on.,o.t.,~4~ Jie&4,~o~ the Government, Prime., .... 
,', .. , :'tirlister-}"\Set'cretary·:of:>St.ate, and of the tinister 

or Finance after ,consultation, 1fi.th ,the, Council 
:~¥:~p&t.:a~~..~'" ',', :,,:.,; ',,' '..:"" ':"'1',', 
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.tt~ ~t,. iettYi'i_ .'".' ,.... '.. : 

"VII. If.elB~ Of tlte'StatdlJ.UU.<~'\lhd tGBrettOn liJttoclB·'· . 
·\rLq.: .. ·.~18t4on Of tho'st.ob!Up~ '~to'~'~~~:, 

....... '.'J .. 'j 	 .'. '" . ' . .' 
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A. tegte1at.\OD 	 . : 
B. 	 i.AJttvu and 8IIllIJUMemwte, approved 1'11' the m.ident~ aut.b­

or1B1bi1'he gcwral. actiritt1ell1 tit the "taotl1a&t1ea f·ad 
.c. Pureha.., &I~ sale. ot li:old by' th.a. stab~:Uzat1orl f1.md bJ 

co1.lDtrl.u. 19J1i ., 194'. .' 
'-, '. " 	 ; 

, .,' 

'f,-, 



. ,, , 

: i 

Sectiors 10 of the wld ReswveAct ot 1$3h providOd tor the eatablJ.sb­
mont ot the 8Xch.a.age etab1l1aation!u.nd Iffor the purpose of Itab1.l.:1ang the 
tl.xcMn,geval;u.e of t.b.e dolls.r".. ThesUi'll of $2 b1ll.toft..,.. appropriated for 
the fund out 01 .the inorementresulting from the remet10n in the wfd.(jlt or 
th.gold do~. . 

\ On Marcib 9. U34thG :fundwQ "tvton the bocJJm~t the 'l'r'e48IU'7 and on 
April. 27.19,lh, ~2 bUllon in &,:old was u'&l.l4tct"*"edto ·the l'tu:ld ~h1ch.1n ,tum. 
trena!'erred ~p200m1llion to accoUnt. with the Treasurer of the Uf:llted States 
and th.eJ!'ederal tiee6rve 'Bank otJ~_ 10tk to be ueed tor the fund. s immediate 
(J~t,lons. 

AlB origiaBl].yprovided, the .f.'und "sa tG !lav8 a W, of 't.\'.lo yew!'S from 
January )0, 1.9.34~ unless terril1.,t4(I b$i'Ol'0 that date by: the President. How­
everJ tho ~l"ea1<lent '\1\'1)8 anthonaad. to extend the period: for not. _" theD 

one add±t1ooal year. , On JanuQ'J' 1O~ 19)6, the ',ilree1dcmt issued a Procl.a.t-na­
t11l1l ex~ \he tund tor OM adtlitiomal yeSI' ll"cID J~ 30. 1936. By 
rennalsin 1937,1939, 19U 8t,td l.94J, CQngreu _tended the lU'e ot the 

('~IlI) rfl1DO'V68 ·mv teminat1un data lor the stabi.ua-.tlon fUnd and pro­

fund. to JUDi )0. 19L5. . '. : . . 
.. , 

The Bretton w.iJ0d8~~_t8 Ac'tc". Ju1.Y )1., 19h$, (Public Law· 171 ­ 7~ 

Videe ror apumanent iv.nd of $200 mlll10n 01.' the. gd~cap1tal. plus the 
Mt Elarnings that b$ve accrued tdnce the fund U8 atahl1al1fu.t. rt &l.Q pro;.. 
vid9a that tn.e biU.1on oj' the·· original ~;ilr1.at1on of theatatd,llzat1GD 
.tund 6})all be~ppl1eclto thu LIb1\tK1 State. 8ubaorlpt.1cm t-o. the Int&aBt:S.orial 
M'l:netary. :rund. 

.Th.elBgisla:tion rel.atingtothm 8tabW~t1otl ft.md 18' attached a8 liJ.""" 
pend1x k. 

II•. Po'lllt'trS 

The OQld .Re~ ,!!Ict Q.£ 1$')4 au:tb~ t.h& ;;~~' of tile T,reaau17'» 
witil tho· approval 6f tM i'niIldGllt, _. ~1, ter .t,.;,. account of the ,t\mcl. 
in gold and. toreip.flXe~ and other 1tw~nte of credit and' aet:ririUes 
i.norder to C61l."r1 out 'tbe~"or atabil1da& the -cl.Ulq. y,alueot the' 
dollar. " 

'\:'. 

'lbrougb a dl"1ec 0.£ lette-:ra und announc8I!'lel'1U (attaCh6d as Append12c. SJ.i 
ap'Pl"Oved. by the' Pl'ee1d1mt, tM fund i5 authorized to carryon. tOO tol.l.o'lJing . 
:activ1WsJ 

'1." 1"0 v~ t,'()ld ~hether foniSn or,wmest1o. S:mpcirtad or ~ke4, 
in th8 tmtted state. and abNad, at. 'the rate of $3; •.per tiM tN, ounce lese 
orw-oqu~J" of fI1.D,8 percent and the usual mint charge~ . 

, I 

, 
, 
' 
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lFI1~~w'(~}l~ 
(bld 1te8~OX /'L.3 PiiWli7iJ UL By ~ 

( 

Rd~"-' jb:""';'---~-'c_-.--,,~; , 

.·E?trrq:~, ;~fA1b7If.. OE.C~SSIFIEO-­
i,il ~',utJNrj~.ti&_.,2.w%' 

NAR4 Oata'Jhdtj , 

~~~~~~~.~-at1~ f\lnd ~flln" t.h... ~~, -~<"- ~_jit.l\'lUi&rL_',L ' 
A~bJ:'~>~j;t~k:~~~~1_~'~,i~l§~~~"'~~~~ii:f~i~hi~W~~!~j~rt~~~~;2il~1i*. . -. 

. p 

! 

-2... ' 
, :i 

2. 'le' aSl.lf~1)ld 1n reaeoaableamowats tG> to"1~ gOverrtmento'i f()rtd;~ 
een:tFal. bartko, iIU"J.d' the ,Bulk f'orlnternatio.:aal. 5etu&ment8 tor the ~ 
at ~m1tUng fore1iP co\1Atries to ~ld up &foieQust.e lIIOMtary ro&e.ne& and 
for other purposes, at ~)5 per f1M troy ounce plu:8: ~uaner. of '0Jte 'per-. 
cent ,a,md thG UIAlAl mint. chargee. 

3. ''!'o ~ fro. or sell ~"ld to ~ GeM~ Fund of the ,a.arNr.{
attn$. :t14t price of $j5 per line ounce. ' ' 

4. .To deal infore1gu uchmne~ 
, I 

Ill. ~~I~t 

'fhlJ:.lI8.ftD~nt of tiM st&b1Uut1oft!'w:ld is 'ftSted in the ~~. ot 
ttw ~, ac't1.ag with the ;tpprovalot the ~8ident. t~tlon 10 oftbe 
BSc:i~ Wsa~ Act of 1934 &tates that the .tabiUaa:t1nll futid!tbSll be "'und4ilJl' 
th&GliClus1ve control or the 5eaetary of tlll/l T~,. wi th the &PJjJ'Qv-al or 
the ift81clent, w:blta 4ectsiOl'l fih&ll be f1nal and, not boaUb,jeet; to revitm by 
GIQ' otheto '::tlfle.,r 0': the United States. The fund, ehallbea.w1lable for SIC­

penditue. UDde th.e direction of '1:J1e Sec:Ntary of tbe T.r.eUtlry and in his 
d1.scretAtm, tor an;y purpoM 1:0 coamet1am with e~/hIg out. tho ,pJ'OViBiona 
of this filoCt.:l&t.L •• 1t ",' 

ThO rw.t 18 auditllKi ~U;y by .a cou"lm1ttee 'ot three "Trea8ury off,lcti£l.s~ 
thorw~ corNGl'sant\lfitlt tn..., f1se&l opr;trat.io.QB iof tbG ~r:y -.d not eon- ' 
»ectad 1n auy. way w1th the operations ct t.lle .f\1n4.1'i'te CCmr4tteo'. report 
1seubmitted to the P:re$1dent. and. tQ Gonq.resa. 48 roqu.iredbJr·the aold ae­
sene Act. of 1914 asammQed. 

, I 

i'he eap1t.alaocr:mnt. of t:he t'und on Deeom.be.r )1,194'5 '~ $2 bUl10fl 
1lIll.d6i4)crumu.lated ~ ""' $16i';Q ,m.1.ll1o~~Inadd1titm. the fund ha(l a 
spe;cial reserve of ~ll~P lI1U1Qn :tar u:pe!\l8IBliiI_d cont1ngancas :lB ~t.1Qn 
191th t,wld .~s Sa 't'.tIAt"':,llddle ttast andl.nttis." ' 'A, 4&t4il$i bal.atlCe sheet i& 
~ven~. ' 

.' ' '~.: 

After the~n.'t ot 'the it;.J3 bUl101'1 tot-he ,lntemat..1onal ilrio.~ 
FUnd, r4'Ov1dedtor in the Drettoh '~k>Ods ~~l:t.e 4ct-,; the fUl'ld w1ll b, 
~.tt with resources of about ~290 mUJ1o~ , 

, , ... '" 
" 
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, :AI!USli1ts .'.eaaiit 
!l'i"eaeUlU" U.~, €;Old 

~ O•.iS., ,c.beek~ilg accOunt 

f1IH of, New lGrk. special accou.nt 

1:ii.:.buratng officer.' ba:.laneea and 


advance accounts 

1'otal cash 


, i$peeial aceou.nta ~r iileCreta.i':1 1).1:' tb$ 

~~uur.r in FflE Qtt~ \tOrkl , I 


i.)peclliAlaecount J40. 1, gold .: i 

, 

Zll1le :from.t~e1gn. ~ (:tond.£Il -~ee)1 \ i 

51d.•, t'nlnC1J ' $),667,78 
, F~ ..tramcn .' '11.88 
'ae~ ;: $05.06 
Sterl~ " 2,96o.tO$ 
Rlrpees ~,a14,(:lUg.79 
ii',EtfPtrlm1 pound -
Fore1~n depoaitorl•• h2,922.17 
'loW we, f'l'om ,forei~ banD 5..lU1,306.16 

,t'3JI~ from; theltepuolio of Cuba 'i 5,01.2,699.77 

lO,448.. 723.lJ 

11$,812.32 

Ot.h~r account. (detGrnte1 cilargtJ.) i I 
I 

COllUl:lOd1ty eal.ea oontre.ctt (det(i.\1"l"$d eh&1."pa) , 

. 
,. 2&,0)6.00 

t9tal aesete ' 

I 
t,j 

('I 

" , 

,I 

" I .. 

" 

19.36 
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T~\' DECLASSIFiED 

',I A!Jt')o;iiylflf])..121.0..:!:s 

";3N\~,)"'V "':,011\IN 3HlJ,V 030naOlld3~- , , .':- ~ 

. 8y _ev"'"'"7 NAP.4 02!e'l/Jdtj. 

t",.../'~. ' 

I 

. l P • 

I 
,j 

. !.1.6b1Utiee and Ceei\e.l 

AC'lCO'tlnta payabl,,, 

Vouc". ~le , 138.23,' 

1i!aployeefl ~ all.otl'llllnt acc~. 

U.s. eav1ng.·l.:onds 1.190.29 . 


·J:lue on (;"Uban gold s&la U9~i). ; 

WitJlbol.t.!1ng ta.x withh.eld fl"()11 _lar188 

·0£ lI'~ employ..., 'rNtasury ~pt. 31:4.00· 
01'911 ~c.o ret1Nft!lnt an4 disabil1ty 
i\md deduct100s 97.52 : 

,~1sc.l~lM$ , ,900.00 \ 
ToW. account.e pagablB 3,549•.92 

~' tor eJrpe1:UilN and eont1ngene1_ 13,00l,706.2)
(net) , 

cap!tal eccount, 

~8' leas adiI1n1atrati'h Upen8Ete I(},08a,2g4.!§ 
Total l1abil1t1ee and _pital $2,090,cl12,h6j.U 

1ba ~lat1v. eandl1gB of the excnanee .t&biUaa,t1on fund _ou.~;t~. 
, bW )1, 19h5 amoun\ecl to al)'proxi._teli' $61.7 m1J.l..irJJl.. These profits wee eAftlOCS 
~throu@'1 ~ oharGe. an t;"{Ol.d and throup'~, and othergoJA. 
trauactions;, Thecumula,t.1_ ~trati"e ~e ot t}.te tt.mdtlU'ou_ l)a~ 
bel' 31, lShSammmted to app:roxtma~ ®'•.,7 mUl1Qn~'leavin;r C'WmllAt1ve net. 
~,. of $7,8,.0 Jldllion. ' An additiQlaGl';,~lJ ,181ll,'',iOn1beld ,a8 a ~erve tor, ' 
~s and cont1nt.ene1eal in connectiOn 1t1th gold~le8 .tn t.hj :a~mt 


and I;wiUooapl,r au revert to profit 8 'When ~aeeount 18 ol.o••4> 


1'he follmd..ng ie a cu.mu.lative statement er .th~ C&r'~'lirI68 and ~8 


of the etabtl:1UUon fund as of .~t'..elltber)l. 19l&$:~, : 


,! 

'I 

. : 
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.Source, 

rro.f'i tII7 on ~eh hGno :r!l."arn,actwns 
Prot1ta cmiibreisn l~nge - Sw1:sfJ h11nc. 
I"r..>.f1:ts on OuiJa.. 'lralU!liictlons 
Profit. on' Gold ·i3ulUon 
mi!is em handling c]:targes on 00 ld, 

Profits on. Gold purehilaed Irom V'ice 

itUnister or Finance of ~Pla 


Profits on sa1eot eteJ'lJ.ni, -
JiAndlingchargee QQ 0014 (Stabillr.aat1on)­

Ac.,....ed 
fftllt,s on SUver 'l~ 'l'raneaotlona 

Profits on other' Gold ~~r. Excha."lge Trans­


actioM 


FNf1t.a OIleale of' SilverlNlUon to 

Treaeury 


;~~rof'1t$ on~vo:r BuWOnsold on the 

I'lltJZ'ket 

mnta on invutments 

M1acoll.lifteou 'P1"Of1ta 

Intet'Gllt ea.rned Oft S..l1ng' Mlance 


Intm'e8t.·~ onrrench ·asnkBal.Wlces 

Interest OIl llJ1ex1cen PeN' 

Intereet on 10"ll'08tmsnta . 

In~t &am.adon Ch1.nGla8 luan 


, 	I:n~8t earned Oft ar&z1l1anM1l.re!s 
InterEil8t ear1ViJd on th.1neee Bank Accounts 

Addn1atr&Uve ~i8G18 of the t1~~ 

~bi11cat.ion .1I\md boa incepUDn to 

!'leeGDlbu" 31•. l9US 


Net eaming. bt tbe ~i.xchWlge Stabi~tiGl1 
fund tram incepUon tolleoem._ )1. 194$ 

• " J 

12.500.00 
9r.sg~12 

jg)IOO0,ooo.OO 

),J;13,J62.29 
I, 

, 

i 

., ' 
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In oarry1ng out lUl pur~se of Ittabll.1a1ng ~r~te8 be.__ th6 

d.ollar and ton1. ~c1_, 'tbI!J Treasur,y enteredJ.O:to su.klUaaUaD &gt"'e8­
5ntm With the :tOl101I1ng eou;ntr1a81 ' : 

:;! 
. 
, 

COmmitment &8 1S.naJ. 
~qz o! .Jl~1nal ,~l ~at.1~n, .n .'_ 

BMlU lOOJOOO.~ JUl,y lS, 1947 
Ch1M SO,ooo,OOO June lO. 1143 
Ecuador 5,.000,000 , June 30" 194; 

, !Qel&nd 2,,000,000 Jae )0, 1944 
J:J.be:ria 2,000.,000 ' Jww)O. 1~ 
.!lilmda 40,000,000 Joaie )0. ~h9 

!, , . , . 

'Under these a~nts" thetbltad Statee ~'~ ... 1m amount of 
dollartiQtChQp;, 'eq.ual to t.he eom.'ldtl'nentB ilited above, .~,'~ the 
8~llmt entertne; into tfle a~nt 01' to,1ts centl;'8l bank. In·GVe!7 C&IfJ$" 
tile Fund VIOuld _e local ~, and 11'J.90raoaee.:oi;J;MU' coUtit$ral, for 
the dol.la.r exc~ge r.tBde ava1lablounder thea~ment'.'l'h.H 8~Uon 
a~l.ltSl provided mt onlqfor 'etab:l.l1ty oleQi).tmpa but alIIIo· ,tor pwiodlc 
eoniweGCee tod.1aen... monetary f'1.har..c1al ,andecommiC: problolu of, rmtual ~ 
ierIIU'St. In the canar Liberia, 'the a~twu dea~ped totac111tate tne 
converiton of' Ita ~ ey1itaa. fllGIt, one 'based on .~rl1J.Jc to eM 'bIIsed Oft 
dollara,, , ' ' , : ' 

, I 

i'r1:a!!:"'t1tf> Accord :,I 
, 

, ";I , , 

AtJ a h~r e.xtenston of the Gti\\)rW of ~untted~_tea to cooperate ' 
'ldth other counlirios tor l.tltU'lllliional.~lCy 8tBb1~t1on, the tta1ted 
~'tate., om $ieptamb«tr25, 19)6, ent(tNd ,1D.to a Tr1~~ AOeGNw1th U. 
~1IlMt.$ of h ... andBrit.A~ Tho ~d1.te purpose of .,tM a~t 
WAS to .~t furt..w.r .xchlmpdepr"1at1OD .. a ~eneeot tb& ~iltn­
p.laWd devalnatiooof the frlilru::. The t.h'rfift ~nt' dee1aNd their 1nten-' 
t10n to eqmwJ;t on ~hange pol.;1as in order to .avoid d1sturbmces l'esu!ltlng 
fro. the propu8sd adjuatment.' :t:be J.\,ccord alifo called 'tor the ~:X'panB1Ort of 
1l'lt.$rnational ~e and th8 rela:Kation il.nu u.lt1mate abolition 01 ttlf/l qUota 
system ·and ofaxoban.ge controla4t 

, , ' 

'l'o1mplemtmtWa pOllq' .t ~ ccoperat.1on,i· 'tbG SCcNtar.,y of. tbe, 
froe8 ttU17 ~ that the, sta:bUhation i'unclllOUld ~1'orth IllCill.2O'ld i' 
to the ~8,tab1llaat1on t1mdsot thOse t';lOlmtr.l••,;ilbteh ~ to N- ' 
e1proca•., ',andthe antim and J!Irench mad.e am:llar _~nt.S~ llbla ,~ 
rangement WQ8MCe1Hl4loy because Btabi1.1utton ,opuetiorilJ 'Would result 1ft 
the accUIi11.1h.t1on of lQreigftexcbanl1:;"e .. the .tatbl~tt.ozl twm _d the 
govel"ll'nU't.s dGaiNd to be able to col'lVel'\ this to~i~ into ~ 
UP'll 4~.ed ~ ratlu!:r'tbBn to aajl'~~ achat~l"iak~e: ' 

. ). . 

" 

I.-I 
I I 

; 1 
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On .~ 24, ]$36.· D~UfIa) tbeNetherolsm.ia, and Switprllilld adhered 
to the ~1plaa o,r the ~T<1~U tccord and U.S4If _ntrlo8 wore added 
t4 the Utlt to which the lJn1tGd ;'State8 ~ld tleU gold. . 

Gol.dIftFSIlJ!! 

In order to facilitate tneuse ot gpld 1ntbe "ioU._ll.t of :1Ilterna­
. 	t.~tramJact1oNJ and :I.n ~ .too lll!?lp foreiell count.rtelbldld up . thf.4r. 
:mom~ .re8e~.t.te ~bU1lii~Ucm.tund has, lJir.lee~ 1914" .old gold for 
upoJit. 'to. central bank" and· tile treuu.r188 of other COllldiri$s. In recent 
ye4liZ"sJ~,st 01 our golli Balea 'nave been to tile tatm: f.mer1esn· and. ~ 
countrlelll who.. dollar bal~ 1!Ift"E! inc~ by Oldt.e<l;utaws 'War ~i- ;
tufts abroad, 

~;unng tb8 var, thestab1UfIW'tiQn t"wld. 41&0 ~1c1pated witbt.be 
Un.1W KingckJm 1i'ea8ur'y 1n aprogrma ot golds.. :I.n India and fAe iIlddle 
lf4et, wb1ch w_ .s~d to assist thoB4D eountriu 1D tbe:f.r .aorta to 
chiltdt ~lat1aa ·and at the same time tilt prov1de. the: Unttedi.l'tates, at " 
great $&v1ng in dollar COII:t8•. with rupees, ·Bi&YPtiAlul· lfOune. and ~ 
rbLls needed fiJr mW.'ta.17 ex;pI1llnd1tunilf_ The. _~ of _14 sold under 
this ~ amounted to Il!plll'O:d:ma_;q i'(} rdll1o~' 

Purcl1aaeeltf gold b7 the at.abllbaUon tund biive been concentratAd 
lar~ 111 the ear13 year. of the European war d.ur18S which tu. ··Br1tam 
and tAe other naUQDII 1lIfl'I'II l1qti1da:t.1nithcrir gold and o't.b&r aaaet.a ill 'the 
fJDited states :in order .. paftQr~ fl!UPplJ..G6~ Tho to~ tablBot 

.goldpurchaaes and ealea b1 the. BtabilUaUon 1'lmd' 4eaO_tratca tno-1' 1R 
Y!hieb the etab1l1aat101l !'Und fPld ~atjoo$ Mve adjU&tedw ~ econcmie 
condltio'l:1.8, I· 

;r,tab111zaUon Ji'Wld Purcblisea :rr. 
8.1\d&ae. orrJiOld tor'oreip (iotUltirie8, 

. W!r:19!4: i • . 

, 
, . 

I 

Appendix a conte.irl8 a brealtdOWIlof these transaetiolUll by countriea. 

Ofapec:1al. 2.ntarost m connoct1on _1 th .gold purohaae. b.Y the tlmd 1. 
'the pld pu,rabase a~nt with thBO't1$Ji4' A, ~t of the ~.s p.ro­
~. of aa~.d.s~ our al.l.iB8. the· staWltoUon·;.fund ent.8I'Qd into &.lt0ld • 
purcbaS8 .&tJi:IIlant With theOSSlt. wbiob permitted tJst country to 881l goU 
to the United m.atea tor dol.lan aga.1not tota... :dGl.1ver.r ot the fP~ The 
quenUty or gold purehaeed un.dcr thEr8a agree:a.ante ~ to Appro:d:milte~
i63 m1ll:t..tin,,> lhEb~ was \leem b7 the·U$£i1\ .for pureba8e$ 1n t.b.1acount17. 

216·182 


http:mW.'ta.17
http:witbt.be
http:tbeNetherolsm.ia


.I 
I 

'.~ 

i l 

VI. i'rGsent_t1Vit.i!8 

I 

Stab111za~.lon AEe~~ 


'{'he, .tatus of thoeta:b11illation and g~ldagt!fJ-onts on t~~ )l.,1916 : 

Me as toD.ows: 

count5( 

araaU 
~co 

taW ~.
u" ~ 

7-6-42 6-30-47 $S,@,OOOI $S,0l.2,699. 77 lNe wit.hm 
l20 days 
tromaale 

, 1 

'the Cuban gold sale8 a~t 18 dQ1~to ~na1t tho ~t1_ 
and ~of a gold '~aga1nst,CUban CUI'ftI1CT. as~. by 
Cuban law. Wld to cmable t.I'$ \.\loa ~ to, carr,y cmt o~,t.S.on& to 
stabiliSe the p8s0-d0ll&r ~e rate. !;nder tlliB aaree.ment, 'the CUban ' ' 
gl)V6I"IImtUlthas:purcbased approdmatel7 i;&aO m1ll1ml~ 

'1'hGamendGd Draatl1rm StabU1aat1on Agr.~t ofJ~6. 1$~2 alao pro­
v1d8Clf'or t.hD ssle ot ~300 milll.on in $Old- BreaU. of 'flhJ.Ch e$_ .16 , 
million hae· bee 50~, 

(bld ~aet1ontJ 

J_ing the' t.hree roontha end:1ng ~1' 31. 19h5. the .tabf.1S~t1OD 'tum!, 
sold. appl'C):dJaateJ;v $lh6 mil.Uonot gold to .torelf61 ooUJltro1u, prl,rICipal:U- to 
be ~rkt!:rd tor their accoun'kt nth the Fe4a'al ~~ of r". Ibrk. 
&Alee by countri8fJ were ae follmueu " . ' 

"I 

,I 
I, 

, I' 
"; 

I... ' 
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, 
Q)unt,:z ~U1ons of della" 

ArgetlnB. 
Lb11.v1a 
Brasil 
Qd.Js 
China 
Ool.Gmb1& 
CUba 
Java 
)cjiGleo 
~gua7 
l?ortuaal. 
·SWitae.rland 
Turkey 
VatiC&ll 
VIIl1MIr,uela 

I 

:j 

f.b.e fund also solei ~:d$t4tl7 i\2$mili1on to; 1'J.le Trea.au.r.r General
'Fund. . , 

i:AlI'ln,g the same period, tho .t\md pUrchased ap~x1mat~l¥ ~ roUlia 
dollar. of gold hom f'o~ ~.I ·aefol.l.omu. ; 

. ' 
~;u:t f'ilrCMsesf,.. !'~.reip C7Juntne'f 

ObUl'l!:!l 

Belgium 
Coeta. Rica' 
!'l1nland 
banes 

In ,order to mtl1ntaJ.a i te IOldbals.nce, tM t~ aiso~eed fiipprai~
-tel.1 ~50 million of gold .fi:oom tt. Treaaur,y Gerlfiral P''\Uld. 

AI.fA reaul.t of the above tranaactions, the~',Waa a not .~ ot ape 
prox1ma~ $2 .irUe .in the GtabJ.l.1saUan ilmd:'a gold bo'l.d1JJ&. b;r ~~.. 
ber 31, as aborm. in the foUo\'ll1n.geumml.U71 ' 
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, 
iUmmSl 01 t~ l;uru.tts Gold 'lramlact.i~ 

.M1Wona ,O,~ f.ollbn 

To fOre1fJl eountriee $llaS.S9 
To t,~ General ~ " ~,Sfl

• 1110.1;7 . 

~ fOreign ooun,t.ries 
fI'I"O. the General Fund , 

I , , 

'Net dec~ 1ft the Fundta 

gold holding. 


EllIe_Ai! ~t1ons 

1. SWisalJ.:anc FO!\$!! 

To all.eviltw' the I!Iiho~e of :m1u ,tranca ~ the 'IItaI". taW'et&bUiza­
t10n fund f:lft'Gttle,ed with b ~~s~ ~nt in ~r.1942. to obtain each ' 
month a. spec1.tlsd amount of &!91.s#1l franee, 1'heae 'franca we.. tllfdl sold to 
Un1ted statetloOV'(Il'fmJIUtt ~~_, approVed hUl'fIilud,taJ"j.aa ~. filnited 
states c1t1zani.tNsid1.ngm :;w1tzwland (tor l:JJd.t.ed UvJ.:ng ~cea). 
mld forQ1gn go~t,afor' thair d1p1omatic req\d.relnents. ''I'he stabll1" 
t.1on t\md baa' a.l.Do Oft occas1cm deil:lt; 1nfJwi.e. .tra.nco 1n the lnarket ill order 
to ma1ntaiD the stab1l:1t;1 or the .~u fra~ .~.. "te•. The &I~.. 
have now abandoned the l.tm1taUon OIl .t.h.e &I1ID\mt of SWia franCe available ' 
'monthl¥ tothe.ltabtl1aaUcm fund end. haft ~; to _11 to, the .~,~ 
tid ft11Ula sutticient qu.&m t.i.ty of $W1astranos to maet the above reqrd,re­
menta. ' , 

In ftOWlt IIDJltbe certa1n alated.3ta'& bane pNgJ'8m8 haw been an-anged, 
under uhlch the Un1tcdSlte:tee (JommClt1"C1al COrporation and the 'tb1~state8 
Arm:! have purehaaed ~1.a .1':r&nclI UI S'fI1taerland, :_~ tbe approPl"1Ate dollar 
value. ~'ted to the$ll1Bs account1n the un1'tGdSta:tee_ 

, ' 

l?urcha.,. of~s Plene., 

Dw1nl ~ 'throe DDntbsperlod. end1ng '~elIIlber'31.l94SJ' the ,tabillza­
t10n .fundpurchaeed. Approild.mgtel3 i$lIdl l1onin. ~is. tranc:.' trGm the oentNl 
·bank cd ~taerl~., . ; , . . ' ' , 

, I 
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DuJ.'f.ng the three· months ending£ecember 31, 19h5. Bale. of ,SW1S$ francs 
a:moun~ to ~S.5 m1111o~. distributed aa ;follow.,,' 

n.ollarvaluo of SJt1es 
~. BOU 

(Ii()Uili~8' of ci)lJii"j) : 

It.l.miud.~ , 4.819 

1)86
GoV6rtlai!l'lt EXpenaIJ8 


111plomat4c ~8 ,1$ 

L:!:,1ng Dpensea ,159
. 

, I 

On x.cetlIber 31. 1945..tha SWiss franc position 
I 

of the stab11iaati. 
t"und was as tol.low,u' i 

: I 

SW!88'JIT&nc8 , ~l.l.ars, 
.... i' 

Bal.anc~ in SW1Q fJ'fUtOS on Sept; )0 [1,,06) 
;Pu.rchaoq. fioom. ;~~pt.. )0 to !)OO,. 31 t;i 
Ssl.es .rrom.'!japt. )0 toi~~e, )1 :S,;W 

Bi!1.anoe OIl .~ 31 SSl 

Wisn Rue ,~mnaact1ons 
A.part of t.he treasury' 8 gold sal.eprocrom. duignad to pro1i1t1e the 

eurnnoies Ilf India. Egypt. and Iran needed for 1d.11tar;y e~d1"es, the 
stabll1aafJ.on t'uncl &old abou.~ ~90 mU,l~OR o£l&"Ildin India IiU1d the Middle 
£'ast,., This ,gold waS, sold at a prem1\B or about 60 percent.. ' 

; , , , 

AU of t.be1ocd. cU1'1"$l'lC1es aequired fl'mItheM _14 BaleD haW' l'lOW 
~ sold ,except abcmt ~.L.~8 mUllou !zl IndiM rupe8~,stUl. held 'QD rece­
bel" 31, 154$.; '!'hue rupeefil. are et.U'1'ent.l¥ being solei, to agenclee o£ the , 
United .:.ltatGs ~t tor neeciGd parments, in ~a,: 'l'rensactlons,of ' 
~ type totall.e4 3 million I'UJiiIiIGS (al'proximately $900.0(0) in the quartG.­
ending l.ieeem.ber .ll, 1945+ 

, , 
, 
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l '" 'J trN;i rtli..!!..:.,"j).121&4~ 
8y£d, NARI\ oata'J/Mtj, 

, ' 

, l~Aw on J'Upeo, riiU, and II'fiYpuan pound ~.actifjtlS amountacl to 
~O mU.Jj.gn qO£ Dec... 31, 19k5. a,n addlt1onal. ~13-l/2 million .a.· 
held as a~. ~ a small par" of ~l)8ries~. it 1:8 J1Q1;. bel1.ew411 
will be.,~ tor upenaea~ ~be rest. win """" topro.tlt8. 

Tbelrrt.ematioJ:i8l f.t;~IIi!)~ Ji'Wld and tbaln~tion&l. .Dank tor Recon­
.tl'uction ~ DwllllopmenthaVe brIHm established to promta.. in addition to . 
tbell" otHr:~II, e.xcbange etabill\y emct --rll"~" a"·Ci.ng;~.t8 
8l.Ii01'Ig ~.~ 1td. l*rp08. i ... ~~$e, related: to the stabi11at1on 
l'wui'8objectiYe of 8~Uaing the e~. vslue ofthedolJA:o. And the' 
~iund and :aMsk w!U asfist th. 8tablUaaUoo fund to ~i~ goal•. 

'Xhe9retton ¥5oocia lDat1tutious wUl not, however" teplace GI' J"BtmYe 
the need for' tmJeteb1l1l1liitlon:tt.md. It is ~ted tliBlt. 1n sp1te at the 
as:d.Gltance Pft'V'1dedby the ••"U.nd and.Balk to ill ~co1l1'lt.ri.e8~ tnd1v:l.d\1.aIl. 
eases '.Yy art. where a special agreement be~ tbeUbited sta:tae and a 
t'Qreign cOU,ntl7 Of the '~ I1t.)"W m wdatence Witil ~x1co, J__11, and Cuba 
would be clea1rable.Ths8e will be ~t.s 'Whlch,,1nwlv$ thea special:in­
teftst of the lln1ted :$tates. .rurt~re. tnfl .<1114 tWlCtioM ;per£ormed
'h:7 tbellitab:U1$ation, tur.td in rel8t!an to the &ale 'a.rtd pufthl188 ot' aold 'tnIa 
toreilf,ftClnmtrtu &ad the othar _clump operationa I of the Vnited t:itatea 
(bw!'tl!lent WlU continue to be ~tant, . 

",,, 

,*.t~lItl J.tmd1ng aeUv·lt1ea of tbe·llfJcport-Import Bimk &tid etab1lbtitiOD 
fund do not, oonfliet 11I1tbeach o~r. bpO~lmpOrt, leans are epec1f1call1' 
dlJs:1~ to nom f1rwnc1ns tho _ports and SmpOrts of the United states., 
~ .111 ~ be tic to the ~t ••Dd1tt.tJoree. in the um.:1;ed$ts:tes 
requ.ind fc)J' speG1ti.call;f a-utbori.led PJOjecta o. general l'UCOnatzuct4cm 
_ti:v1t1e8~ . 

Oft the otberh~.. \h. 'lGans 1neorporatud 'lD ,the stabil..i..$tiOD agee­
mente __ 'by tn. Urd:tAd i:l.t8::tes ~ prOvide au ...-geDC7 1"G8$1'ge ot 
.l.l..o!,:,W:chaugewh1ch~&1theid.(tMto17 COUDtr,r that &delit1ona1 foreign 
excbailge _ to a specUiiId amO'unt 'tIIi.U ''bQ svaUab18 it ~ 10 ~ , 
out a policy ,of ezcbrmjer;tabU1t)" with the dol1a.r~, ''ih18 ~ype of iltabiU..,.. 
'tiOft loan' perfOZ'lM a· uae.t\l.ll,\uurU.onbyg1v1ng .. COUJiV7 a SGCQr.W 11Ae 01 
detenee ~. 1t.a am HHJ."!VeS otpld and tore1t/,Q "x~. It. 18 expected 
that lo~ o£ tb1i1 Id.nd may oceald6JtA111t:-be needed to. ~. asliStance to 
countr:te$e~eMJ..rJg ~poriU'ydi£i'tcu.lt.1Q in .ta~liaing th.e11r ~ 
rates'!li' ! 

; , 

, 
I 
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Legisl.a.ttye autAor1\y 1'01" the stab~~~~ ~ ;'. 

(l) Gold a.e:.I"V$ 
t' 
.Act 

' 
(if 19~! Janull!! 30" 1'~~ 

t .' 	 C:CGl ' ~ ,....." -II;: , 

'!:he etnb1.l1aat.ioD t'und1li48 eatabl1shedbyl.>iGOtion 10 of tb8 Gold 
Reserve Act ot 1934 (.)\tbl$.C La 61- 13ard Cong.re_)~ 'wh1eb statest 

. ,, 
tlSeC)~ 10. (a), &"'or the ~ t)f aUbil;1aing.t.m!t ' 

~hange value of ·the dOl.lfir, the secret8x:y 01 the· Tr...... 
n17,with tbo~~ of the .tftaident, ~tl;y OJ"' 
throu~ such ~.. asbe ~ cie81gnate,:is i!iUtho:riUd.: . 
for the account at the 11m utabUshed 1ft this sect1tm:, 
to &twAl 1Dpl.d am, tore1g)l _.~ and eU;~ oth-: iD-, 
.tr:uments of credit and 8eclJ.r1~es &$ lul .may deem ~... 
SBf!7to C&rrg. OUif, the purpose of this s_~· AD ~ 
audit; of lIuch fund sball be msd.e and a ftpprt t.hereof 8ub­
mit-ted to the Prcsidenf,.. : i 

(b)'rD enable the~".EIiCretnry of the :~ to cat"17 
out the p!9Via1ms of thia oect1on,~ the.:reis h.e19b;r appro­
pr1ated. out. of tHe J'8CEjipts which are d1tected to be _¥$red 
1Dto the ~ undAti' aectton 7 hereof,' .tbe maof .,000,000,000, 
'Whleb GUIll· "hal available ahaU be deposit$d 1dth the ~. 
o~ the lin1tedstates 1ft a stab11iaat1aa .fUnd (heNinafter called 

,the 1ff\md'JI) ~r the exclue1ve ,cont.rol of the~t.a::.v pf the ..~ 
, Treaau.r:v. with. tl\G approval of the Pre81dent,. .Ms. deo1~ 

uball be final and not be GUbjeet torev1~ by any other ot­
t100rot the United States. . ~ih• .tundtthAU be ~. for 
expel'.ld1tuJ.oe, 'U13dcr the dhectlon 01 the Secr.~ of tbe ' 
~, end :I.n his d1acreUon,. for &r11 purpfnle :iD cam~ct1on 
.	with ~ out. tn. pJ'OV18ions of this ."eUe, .inclUding the 
investment arn:i 1"einVest.msnt 1D direetobllgat1ons ot theUJdted 
Statea of &I.\Y portions at the f'Und'Widch the Secn~ of the 
'.l'reaSUl7, with t.bs Qpprovalot tbo·Pns:1di!mt, ma.v from ti_ to 
t1JnedeterliD1.1'lII ~1U)t. CUtl'ftutq reqlJ.1ret.1, tar stabil1z1Dg t.b:e 
eliXChWlg'e value Qr the dol.l&.r. 'r".A~cooda of allea1es aDd 
inv_tBlent8 Mc.i ill~. and. interest! ~ under tba 
operations ot tb1a section 8ll.all be paid' into the. fund a.mI 
&ball be avaUable t@rthe purposes ot the· !und~,

j .•.• 

(c) AU the powen cont8rTed by t.h~ eect.ion ab&11 eJtIw 
..	ptre two yGar8 &.ftc- the date of enactment. of this Aot, u.o.o. 

lesl:'! the ~Tes1de.nt shall eOODOr' declJqoe t:.he edsUng emerg_cy, 
GIlded &J.d. the· oper-aUon fit the stab1llsatiOJl fUnd teZlldnatad, 
but the President ,may .tend 4'J1.dl period tal' not ;more than 0118 
add1tJ.oaal year at~ B-uch date by pl'Oclamat.ton recognising 
tho cont.1nuance ot suCh emttrg_oytti!i . 

I 
, I 

: 	 ),1 

. i 

. i 
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(2) 
: j 

liZtAnded untU "un" 3a, 1939 ....Public': law 1- 7Sth Co,~e&8, 
June 23# 1937. ' 

f 
: I 

t..xtended untU.h.uw 30, 19l£l .....1':'ubl1c'l;JIiW 16$ - 16tbClongrese" 
Juq 6. 1919.'l'he Act. alBorequ.1J"ed that the 6,m-slleAl. :report. to the !~NS1~ 
dent pro'i'ided tor in tho Gold a.eJ!ge itCt. of 1931a fibo't.lld also be made to 
~IllS4!' 

'!be Urrettcm '\~Cod8 Agresaente Act;f July 31, 19!i.> (l~blie ·Law 111 ­
79th Congr$u) J'$l)fJ'I8'8 'tbe t6l"Dt1.MtlOil daw io~ 1Il. e:tab1l:1J1.aUon fund PJ'O­
dckld tor in the laat a~,_ amlappUea t~6 blll.!.on of t.b8 capital Of: 
t..'1e stabil1~t1on fund to thIJ ttlttedstat.el,t fIIU~lpU.QIl to the InWl"nat1Qnal 
Monetar.v iitl.~, The legiale.t.1f.lD: thus PJ'Ov14e. 'for a permanent. funcl o£ i200 
udllI.oa plus """""8 and ear~8~, 

$action? of tMar.ttoDooo-u Agr~$ Act reads au touOl1li. 

I1See~ 1!~ <a} Subeootion {OJ of :i!JeCtiOll 10 of the ())ld 
RefirYe JUlt ot 1!1)1~, as ~" (U,S.G•• title .)1, _C~, e~2'ah 
ia amended, to read as fol.lo1t8& .'. 

• (c.)j;. The tlGCI"$taz:y of the 'haS\lr1 iD d1Ncted 
to use $l;&'.JO;,!;)OGjOOO of the ~e••~ !a tb18 
8e~t1QD to pay .•ptiFt.of.the fnlbac::l'i.ptitm of· ~.United 
~3ta_to tohe In't.f:l'ntltiontU llbnetal7J.i'u$lJ and' lI.ZV' re­
payr~t t.herGofabe.ll btl co~ into the 1'reasur'1 as 
am.taeeUan~l)I.ul"c.:d;pt·'i" 

I; , ; 

, 
, ' , 

, , 

: I 
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0 ·~~lDII .. iG C').,.
Stab1Uz&'tIion .f\wd. Gold ~8IiOtlalUf c.o 

. 19~U115 .... 
.:£alee _ of Golil, to Foreign GCMilntr:ie:s 

o· N 
(millions' of dGJJl.aJts)\q1~1 

o ~ri~ Go!!,!!% 1934 .!2i2 ~ ·1931 l.~O !Z?! ,!24O l?~ 19h2 l?41 !2!4!t. ).945
11 w ~0 -

~~ 8 ~6t&n .. ... ... ?.5 1.9 4.6 6.{) 16.0(f) . -
~t.1l\a .- 61.,S 23.4 80.9 ~.a 219.5 35,.6 22.4.9 
lelg1um ... 30.~ 3.0 8.6 ... ..(/J ~i g: 

:s~.z 
!«JUris- --_. -- -.--- _.- ---.. .. ~-. -3.0 2.];- --- --24.2- -1.0 .4.0 -:-: 
~1 ll.~ 1.) 11.0 20.0 Ill.1 $.8 25'.0g f~l· - - - - ­

~ ~ ri;'f Cb1DEl: JO•.O .... - ... ... .- 20.0 25.0 185.3,.;; 
Cb:.Ue - .... .. - - - -. 4.6 18.5· 29.0 5.~ 
CO~ - .. 2.1 - ... .- Ua.1 15.1 17.$ 
Coat.a ll1c.la - ... - - ... .. - ... .. 5.0 4.0 
CUba - - - - ... ... ... 15.0 .30.0 6$.0 85.0 

·Ecuador .. .... ... 4.2 8.3 3.3 
}'l"snce U7.0 6.2 66.9 $'1.6 155.4 .. .. 
O.l.~la - - - 1.0 1.0 1.4 1.6 8.1. 5.1 10.2 
Kaiti ... .. .. 0.6 G.2 .. 1.0 .L. 
I1"&n - ... - 4.S 6.0 1.0-
"':1"tf1a.Dd ... .. ... .. ..... ... 2.) 
..J.t.buania ... .. .... 2.2 .. ... 
!1.ence .... .. .. ... 9.9 ... 12.0 - Ul..G .- 25.0 

,os.·. 
NetM:rliand" - .... ;3.) 8).S 17.2 .. - - ... ... 

'm'" !lath.east Indi. - .. .. - - 39.0 lOO.S ... - 1.0 .1 
. '."'tJ 

0 '" 0 - - ­ji~y ... -. ... 20.0 
~ 
-~ 

c 

_f~ .. 1.Q ... 2.S ,.0 It.Q 
0 

... - - "'" ­
J: ... ~~guay ... 
m - - 0.5 0.$ .0 (16.48q) 
Z -- -- - - - ­".. ... ... 0.1.... ~laad '!" 

5 
 .... ...~al - ::.0 . 16.9 18.0 29.9 ••9 62.6 47.9
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{A)an!!l 

.~ 

~a1vadol" 
5a\U11 Ar~bi8 
S~ 
~en 

.~ta~irl.&Bd­
SWit.~land-BIS 

. 'ltta1.land 
'furkt:!Y 
USSB 

b'rdted K1ng~om 
tTuguay 
vatte_ C1t:r 
Vene.suela 

'. YUgoSlaVia 

total 

l!~ . 

-
-.... -
.... 

--
~.l 

... 

...-
24.1 

1935- 1916 1)l31-.. - -- - -- -. -
-­ ' .. . 107.6 - - -- -- - -- -

8.2 4.1 1)6.8 
.... -- --- - -- -~--­

~.2 ~., 4$1.5 

S.r.tlee of (!olQ to !"vreign OountriP',B (e~t.) 
(mll.:,hmB of. do~) 

19l~ 1932 ~ '1941 1142 '1!2- -. 
- u.s 1$'.0 - -.... - 3.0 1.0 - .... - -- - 1.1' -

2Q.'O 25.0 7L..o 10 • .0 
- -­ . - -

2o~5 . 
",', ... '192~1 -. 1!5b.6 ­ ~3~9 -. - - .... b.h 2.7- 9.0 - - .­ -

~lw 1242 

- -2.1 -1.0 --- -
ro.8 c. 66.8 

.... --
>~7 - '-23;.0 ----)9.9----5$';8~-lb.(f­

.... 2.3 - - .... - -
13.,3 .1 - ~ - 50.0 6.10.3 -Le 20.8 17.1 )1.4 )$.9 37.9 ... - .­ 5.2' 1.S 1.1 2.2 - - - 26...5 2105 tl.o 85.2 - - _::"'_ ~2.0 - - -- ....... ~-­

141.6 263.4 l4A.l 463.,5 h65.6 11$5.' 1.304.0 8_.4 

,...., 
O"J'..,., 
to 
...,.;j 
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[PUBLIC LA W 42--'-78TH CONGRESS] 

: [CHAPTER 76-1sT SESSION] 
[8. 991] 

AN ACT i 
, To extend the time within which the powers' relating to the stabilization fund 

may 00 exercised. I 

Be it enaoted by the Senate and House of Representatives of the 
United States of America in Oongress assembled, That'subsection (b) 

, of section 10 of the Gold Resei've Act of 1934, approved January 30, 
1934, as amended, is amended by inserting after the second sentence 
thereof the following new sentence : "Such fund shall not be used in 
any manner whereby direct control and custody thereof pass from 
the President and the Secretary of .the Treasury." ; 
, SEC.' 2. Subsection (f:) of section 10 of the G.old Reserve Act of 
1934, app,roved January 30,' 1934, as amended, IS am~nded to read 
as follows: " , 

" ( c) All the powers conferred by this section shall expire June 
30, 1945, unless the ,President shap sooner, declar~ .the. existin~ , 
emer.gency ended and the operatIon of the stal::n~lzatlOIi fund 
termmated.", " 

: Approved April 29, 1943. 
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~r. Wb.ite 

I 

3u.bjeot:Recent developamta lnecnD6et1o~ .lith 8ta'b11:1tatlO1l 
agreemeftte.5"old. a11ver and to%"fJi6ll eX:ebange., 

Stab111eat10D. Air•••nta••••••• ' u,.~ " 

"l.Llborlanlireement\t ~y tnee-n4 efifare.h the~t.b_11i... 
~llt1Qn JfUAd ha~ acq:u.tred 18,100 pounds In; Brit1_.h coin.. valll.a 
at $;12,400~thu.oeoln.8" are 'Otting ;;;>urCfuuie4 at thu~rat. et 
$4perpo.,.d 8tet-11n,_. The Sri. tl8h l1reaeu1'7 has tlgre.ed to ilUt<­
cha.8e tl:Ui 00ln8 a. t ~4·.0'5 Q.~:11.fbrGHi l.n!~¢)~dol'i. Arrtllnge\{lentg . 
artt bu1nS rtl'J.4Ic1-. ror~f1 sh'lpern t 01" til$.SIti'. (Joins tQhOl'l(,'!on. 

2,. ?rcpcaed r::r~e1'ltjZl t \\I't tfl IrWJ:l: Th® prc~os;ed tl:n'&l'H~:1!il 
G.gre.wu!n t 'ClAder 11th -';r~ 1:1'2n. would g',u'gpl., o'litr r1 ~.11'~eod3 a~a1n:s t 
dollar:s rtnUVtlO "o'~l(j 8·'lli,ply (;0111 to !rar. ;18 attll1~t.h.~ sta~f.)
of ne.got1e.tlcm. 

~ , j 
1. OO.ld sales a~ '211r~.ha.$at :$11ao.e! tl"l1e b,g.lti!ulinii! o.f' t.lle, 

year gold. sQ·!.ei& have'"6mclilited t:o''''$2.;O rn11iiOn.~hG :2itabl1.1za..... ' 
tlon .b?'uo6 hal only ~a6e 01U9 &oldpureb4lfhslnee the .f'1rut of 
th.&1fJJ 6!r • In~arch, ap:pro.xlcu;li. t81y ~'4 ml1110n In. ~old \fas ' 
aoq'\1ired tl"OD the ~.t:h..1"landa aQv'&l"nment, .. ; 

2. ~old se.leatoCubas 'O.t'l.der tt-1.E'i 1101"- eale a@l"'e&:liI'J.sn t 
'W:1 ttl" Cuba t ....o sues 01 ,~~ m1111(m ese"h· 1lltVebe,en fima.d\'$ since 
thef1rat of tl'U!I y:e-.r. 

~. E;xport of g,oldnc1Bs to ~.xlc,o% I: Ap~lJ'oJtLaatelif In.7 
.,,' t.. ?Jt'Y _.. , .......I""~I. . .. I ,~ .
t

't4.1.11 h!)D. 121 goJoG. coin8 whoQ we:Fe on eal"'l'Dat'ii!! rQr tb,$ account 
of' the Ba:r.;)::t of rit.xlco bave be,en ex"porte-d to~exleo.~h.e 
re;~orted; liUjlOafS or this rm,lpm.&m.t 1~ to ~,eet tlU~ ,t,nereaaad 
d.f!maaClbythe pub11e fOl."gold. Goins.. ~I 

afii\'Qld 1n l&I:b:Qilbar$t~ lr(u::u
~',·II'.~·.t' 1,4!.l'~ ""1"1):;,1 t 

i\ V8er 01 tile ir~]lltL'1 tiOVerrmltmt. 
tbGl! form ,,01: smal.lio,u·$'be- 81.porte;d 
op'6nm.ar~e tt.1i$ dart anti-lnt'latiotUl1'1 

" 
,', 

!. 
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'l)1vi6)~on orl\tcn,.t~, 
'i,es.arCh 

,,~ 

- c: .... 

. .' 5. Li:ea trlc t.teD on the .. lnQuatr:t.iI,luae ·~t ,old; 1;tb. 'liiaz" 
l'X'oduot1on ncard nal ·lii.ioaear~a trlGtlcna on the In4u·&trie,l\ulO 
of geld. B$,e;1,nnln~ July 1. 194; tl'l.6 l'fI;duetlotl will lu~ ;0 1)0.,.. ­
cent" •.x:cept that small producer's are .x.e.1Il.lpt f1"ollithc $t1:ne1"al 
prQt1:uf.'l't1on reet.l"ietlol1a. ~lb.e purpo8'G o.r thla r.8tr1ction18 m,ot 
to con".P\f~ ~;old .. but to mali'. pr04u.et1.on faol11 ties ••a,11aole'" ,I
•f or war.(,'n1l'1-"I08e9. ' , 

'$11"er 

l.~'.l? .H,. eon.ae,rvat1on G~d.r en d~a't1c al1ver~ 'f.!iecau•• 

0'1' a tl@ltenlng !ii the arI>,er~1a~~etthEti,I:r.!~.' l:lu~.• r'evte:04 its 

el1ver c.onservation orderr to ,cover deme-sUe, a.8 well 'as :tol"¢10.$i 

sllver, ana, he.& raised the nlin:lmu:at preter'cne~ "atln.i6$to )1.-1.... 6..; 

':the ordtir curtails tile uafi of taome.tlC .811ver tn thtllnatl.:u.f'acrtul"rJo; 

of.' non-e$sentlal at'tlcl~!:ia b1' 50: l)lfIreen t, .m,~al1)'$,l~t.l.ttie turlU·., 

howeVfif:i-, are .xelude·,1trGm tb.~ e.(''Ula'ervQtl~n; or'.:a.:or. 


, 
. I . 

2. • Lend-Ls&$ltlQ otallvert Tr!.L.0nd;"~;.easc. .Ilidmlnl~ ~a t1en 
has ..~profiiiied fE. appro!)!'I Iitlon comm1 tte4lu\' and, til!le iien& t.e 
Sptteie,l S11Vtl'1" Comm.1 tt@. for &J:1:prov&,l()ftl::\~i .lqnd-leJ.ll.i;1j:~~ of . 
1''rlUUltll:Z7 811ver to a'l"-$~t Brlta1c.,. J,t,astrali'a andtnetl••_1"la:1ada 
also l'1ead al1vG.r tor colnase P'W"lHUUUJ that' cannot be aupplled.Dy 
th.• silver ~aI"ket. 

,! 

1.Strib.1,ll&&ttlon.r'ulu:l transaction,;, 1n $,,1.S9 tl"'4'IlncsJ Sfno,e' 
the :first Qltbe .,ear tbe3t&b1ilaat.Ionl'unan,aa&oqul~""d 
$,1,,926,000 ofSw11. fran.a and. has sold about t;l_lOe-,OOQ Gl $wi,as 
.franca to the State li'IGJ.l·tm~nt, t'iht; A1:':m.'3 and the V.tlc:~. 

. , . 

2 •. Iilew X.orJ.{&Cir:iuI f! 'ftu!r. n""w York folt":4!lllli!~ ex.e.'I1lIU1~1t! :aarltf:t , 
~!l. the' who!(\» has conEIl.\l:uad q111et and .te:ad,,~, 'the onl,'ratos 
$u:bJectto :Jlin:U'lc8ilt'mov~:mel'lt:$ ~~ave been :t:he fl..tte '$w1$$ f'rl1o.e, 
thee.unadlu d'ollar W:'lQ. the Al!'gent1ne p&a(h: ' 

, , ; 

Th.. fr-ee 5.188 .f. ranc • .Iilt.. .o}llini~ at s11.i.i1h tl"t1 1EUU'l; th(Hl %.~ 
t., ' -..' ,," iii ~ 


cents at. th-aOlld. of 1'94;':: but r~ce:.'lt.ly has l<Je@ fa1,1'11 st(uldj' ~t 

about as cents. tha tree G41na.11an dolla'l'" .naB cOl]it1nued .strOrlg 

a:r;.tproachl.ngthe officllil ra.te. This ra.te Mf+;yclacre.... iu tn,it 

n4t.......t'uture 5;8 a r@8tll t of the ~!·l'$a$url 'Ideclaio.n to eond..ue t 

ita transaction. at tn. ,orfie1al rate. . . 


'rh@ tree .~rien ttlU!~ 'p0$O has beE/a mOVin5t!l.:~ er'8tiually slr.u.lEl 

the f 1ra t of tin~ year. At the ..no of 1.9~~2 . 1 twas q,.llote", a. t . 

2;.57 ce-ntB. f... etrong u,p.ward. 'Movement oar;r-le(1 it tea, .e.:nta 

on Ap1"1.1 16. niti Cf.n tt"al Uank· ot Al'g$lltln., bas &1.0 ln~reo,.••4'1 

.1 ts bU.)"1nilj rate for Iliollti"sderlved trQ!1'l,IfDon-re.gulat"fJ. imports 

from 2;.70 to 25.1B oents. 

J'lJfJ/~r •. 

, '14/2;/4; , , 
I, 

I 
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~FU 2', 19.43 

To: The Administrative Assistant to the Sec~etary. 


From: Legislative Section. Office of the Gene~al Counsel. 

of theThe following item appeared on page, 173/...35
is called to your attentionCongressional Record for "~I 

for appropriate action. 1';
I 

Bureau or Division Affected: 

-olliee .a:t ti,.c i"O~.te,., 


Nature of Item': Mo'D.~f'1S.a_l"Cib : 


Th.• Sene,te Cl)ti&id~ u.d ¢".)tlC~r-ed 1tt t1l0 ·I;euo ~~oo«b.tmt to 
8. ~l, to estftii tho t1lt-4witb·!.n mien' t,ht;$ pQ~ P~l~t1nf& ~ t~o. 

. etIL-b11iMtton lwtd tfJ'til be aerelHti. ,_.f~.t('jT'~gil.U eltp~~ust.~t 
M:~g il~M ~f tn. __ament ,,&& to r~t th~; 'ta'il!'Uaf6T ~t tn(6' 
$ta.b.u.l~\i.4)n fWUl to ~. In:teftati(ll\~l ~ withO'i.l~ a~~ya:l~r 
CO~$&.$on&tt!tI'~.J' int0~~'t~ t.~1* t(t ~'a t:hi.t;·t Cttngr.N 
·will be dviiOf1 bl d>_ ctt'.u"ae 01 :the M~\l.f'~ 1:J.,n4 ~leQPO ~f tlfJ.1 1!t~ 
tl.f};-t1oJ'~(d. t'1.md; ~:t log1a\1!tlttiO:'n to ett<t¥tlWlt8 <'!.~ .s.fJ.t~rQ~U\',)rm.l lumi 
'tf!11.1. ...,. J"D~~u1n4J ana that ~i()thl11.ffi' :in tf40 (!C.;t'~~..,!, {.~t the&~btl1~ 
tiofl: r.o Pt"O~J 6$ eQt.i:alned 1n the houA \il11, IW.1".l.1. bt'g. d~fiC to 
~tltbo-rtz. qy oth..,. l&:c\lon then. th~· Gol~ Rf)1!..nrcil A¢1£ o..f 1(1;',4 pBVi40d 
tOl"".(:17,,) ~~to,.. hFe.r nt_rAe: to See."·6~ry ~'()l"i&ntbautl! 
(liPflerMOfI befON th& Jourt ~.a'a, ~t tbe Con;~1tte. on r~),.e.tftli ~le... 
ti1~'tns ~ '~~.~;t.t4e Ofta:~1:nt tmd Ourreuw I&lncd ~utoo.fiJ1t that be 
'fIOuld ~t)t. so· Q#e ·t.il4thn,iJ in reply ~,:tor 'j)'&h tMt4ed th&t~.e<.u"et&q 
~;or'~~u. lI~tedtbat b-$ had bee ,,4V1L3-M by ~~ !~'6tl" ~tbe C{;ul:d•. 
~ith«tt fm:th.r leijielJ!l.tion. get U~f, th~) :tr,ltenii-tU~1),fI;1 gtab11i~tlo~t .t\m~ 
but tiMt. lu;}! did f;:Qt In:t.f1lUd to do j'j\) wi tho--u:t e(W~1n~ back. tC~!5rH«. 
tifm~tri;tJ" Vandf.tn'beJ"«_~.l"d t.hat ~ hf::r~,.~£ Ul,$ !~~ 
cat.eprlcall..1AliCilH1:'ted ttl th~ j<!,~1t. me-t,fM.flg ·t?t the ~f.:~1ttEKl:athe;~he 
w:O'lll1 DQ~ pt!'aOeM ~i tb. the ei!lltl.l,b11oh_n~ of :Q1'i 1uti4mat1$fk.l?l"O~ 
'rit,h.;)ut ~tDi ~ tr,) &{~.~.3. ~(ld1:pi! th&t Ut~1~e l.~G...l;:r to t~_ 
er«*il11'to III 'tho ~r. .' e ~&U"Y \hQt .he tiilce~ thl,f; ~!.i1t~ 
~$it.1011 . ~'1.tr4\ti01~ coL~.~."" (J7)1), • 

i\-'~ ~ . (1 \('1U~e.e{I· • i . 
ln~{Utt6Q~ . ,_ c 

.- c' (, \\ p.,

t:~~i~:;. <, II ' 


..' [1110. 
> \Q aO~ o:o1fI. 

, i 

\~~--
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EX±ENDiN'G"TiI'E':TiME~'~V'iTlhN'jYHJCH'TIIEPOWERS 
··;!RELArfING':TO: THE:;ST:A:BILIZATION:,FUND;.MA:Y· ,BE (EXERGISED' "\';l i ,.' .... ' . :,>:' ':. ! F':.q,'.' 

.'" . ';J,i: . 
~ :' .. ~ : " 'I- !: : . 

APRIL 21. 1943.-Committed to"th{C6htn'lifte{;JHhe 'wh~i~:Housr6~' thdi~i~ 
of the Union and ordered to be printed 

i: 
_: ',; ~,., . ' ~, -. .". ""',.:; ::1' 

M:. S:~~~E~s.':of Ne",Y~rk;from'tl;e,.C.~~mitte~ o~Coina~~, ~~ig~t;;, 
'. , 'i,' . andiMeasures, submitted the fOllowing; 

" / I 

.• ;' ,:.,. (Tg ac,boinpapy:~; 991] ~::i: 

The (Jonhriittee.'on ;Co~age,;'\YeightS,' ~n:dM~aSl1reS,;~o~hopi !was 
. l;eferre~Lthe bilI:(S: 991.) ~ extend. tiietinie ·within which the 'po'tvers 

relating ~o the stabilization :funtrmay heexerciSeq,' having co,nsidered 
thesame~ireport favorably tiiereonan(t'nloonimend that the billdo 
p~SF!\Vi~h. th~\f9116~ririga:men4~~iit:f".·· : .' ,i;;' " 

$tl:ik.eout ,all ,~fter .theenactmg~clauseand msert.the follo:Wlllg; 
That ;supsec:ti6n '(b):of sectio~: 1 0 o!t~~901~'~e~efie i\ct, of.193'i, . approved: 
,January 30,:'1934; as amended,lsameni;!ed bY.lnsertmg after the second sentence, 
tnerebftlle Iollowingnew'sentence: '~Stich ftina sllalln'cit be used in anymannet
whereby 'direct'couttQl/andcustodythereof passed from' the .President 'a~d the 
Secre~Wt0f'tll!;1:r:re'as~i'i/':' .. ·':,:: , . .....' ." ,," .. "'''11 ' 

.. SEC. 2~'SubsectlOn (c) 'of sectlOn '10 of the Gold Reserve. Act of 1934;apprQv~d,
January 30, 1934, as amended, is amended to read as {ollows:, ." . ',I' . , '. 

"(c) ~ll the poW;e~s.·conferredqyt.llil;; ;se.ction shall :E(xpire June: 30, 1945" ;unl~ss 
'the PreSIdent slliiIl sooner declare the eXlstmg emergencY ended and the operatlOn 
of the stabilization fund- terniina~ed;":' . '" ".'" . '.' .:' .': '. \ . " i ' .. '., 

. The'purpos~of thj.8' bill is ~o:e:xtim(funtil j~e30;i945, thepo~er~ 
es.tabIished by;~ecti.ori 10 of. the Gold'Reserve Act of 1~34, d~aling . 
WIth the stabilIzatIOn fund. These powers have been prevIOusly 
extended for 2-year periods by the act of January 23, 1937 '(5.~ Stat. 
4), the act of July 6,1939 (53 Stat. 998), and the act of ,Tune 30:, 1941 
(515 Stat. 395)... . , ;! 

The Secretary of the Treasury appeared before your committee and 
'recommended the prompt passage of the bill.. In testifying, the!Secre­
tary referred to the emergency conditions making necessary: the prior 
extensions of the powers with respect to the stabilization fund, and 
pointed out that the n~cessity for .the further extensiohof these powers 
is greater today than ever before. , i 

" 

"'. 

2JG·t,9·6 

j', 



, "". 

2 Tn.£EI~ WH~CH STABILIZATION FUND POWERS MAY BE: USED 

, ' Your, committee agrees with, the views of the Secret~ry of the 
T~ll~~~~yaDA' b~1i,e;V!3~",f~a.~ ;,t~ile: ?p'~ratdiohn~l;~f: ,th~d's~abm~~~~pl,l :~'W~ 
Wi. ~~p as~ure currency sta!} '1ty an e p avO! 'pomp~t!~~\V;'e",cw- , 
rency,oepreciation notconly, during. the war but in, thecri'tical'period ' 
follcnving the war, Your commi:ttee also, believes that it.is desirable; 
to give promptly fullassurance that the United States will be prepared 

,to continue its assistan,ce in maintaining the stability of the exchange 
rat~s of foreign currencies with the American dollar. " ' ' 
, ,!:tI~:P?~~iOA of.t~e;~9~wjtteea.n}~n.4m~ri~ ~hic.~,'~!;lds a,If~~ ,s~~~~I?:?e 
to isuDsectlOn! (b) ,of"sectIon '10 'of" tHe G(jld1Reserve Act· of 1934: will 
carry out the'jrjew'expressed by .the~Secretary:of the:T:tieasufy'~hatthe 
stabilization fund should not be included In any int,(;l:tin:ationaLfp:rid 
,without the approval of'the Congress. ' : 

It 'is' strongly recommimdedthat, the bill, with the committee 
amendment,. be ,passed as soon as possible. ' 

'" " . ;, I,!, '; :.~ ','. ~;; ','! +' ,,: .' ',' .',' l . " ", " , ; :~: ';. : 

i/,,: 'CHANGES' iN IExtSTl!.rGLA'W" 

IIi compliance with paragraph 2'a of rule XrrI-<>f the Rules of the 
House of Representatives, changesjn exi~ting law made ?ythe, ~ill 
are shown as follows (eXisting'lawproposedto, be, 'omitted' is 'shown 
enclosed in black ibrackets; : new matter is, print"ediin.:'itali!3s, e:l~isting 
law in which no change is proposed is shown in roman): 

Subsection (b); section,lO,'Gold Res~ryeAct of 1934: . 
, I!", • • , , .•..1.., , 

To enabJ,e the Secretary of the Treasury to carry .out the provisions of ,this 
,secti9n there is hereby appropriated,.out ,qf..th~, receipts which are directed to Pe 
<covered into the Treasury under'section 7 'he'reaf; the sum of $2,000,000,000, 
which sum when available .. shall be 'deposited with the Treasurer.of the United 
:8tatesina stabilization'Jund' (hereiriafter' called: the "fimi::l",),''uni::ler the ex'clusive ' 
-control of the Secretary.of-the TreaSury, with'the appro~al oftheiPresident/whoae 
-decisions shall, be final ,and 'not subject to' review byany,otnerofficer of "the United 

·,state's. The.fund. shall be availal;>le for, expenditure, ,under the,directiqnof tb:e, 
:Secre'tary of the 'Treasury and' in 'His discretion, for' any 'purpose iti 'coUllection. 
with carryiI,lg ,out, th,e provisions of this section; in'cluding'the'iiiv~stmentiill'd
:reinves"tIrient in direct obligations of the Utlite'd States of anyportions'of:,the fund 
'which the'Secretary of the Treasury, ~th"the;approval'of ,the,Pr~sidellt, may' 
:from time tio;time determine,are:not curreo't\Y'requiredfor stabiliziniithe exchange 
value, of the dcillar.S'licl/. 14M s'Mll not.-be ,used 'zn anymanneri1Dliireby .dirll~t 
contro~~nd, cust()dythereoj p'a8s~Hro:m;the -P~,e8idejit r;ind ~~e§ec~(lt~:y of: the Treasu;ry:
The proceeds of 'all 'sales and ltivestments and all:earmngs.and ,mterests,accrumg 
under the operations, of this!3ection shall be pai~ into the'funA andshil.ll beB;yail-, 
ableforthe purposes of the' fund.'.· ',<,' ," ',,' 
; Subsection; (c) , section' 10;'Gold·Reserve, A~t 9f 19?4:,' ". I", 

, ' AU 'the poweh/confe~r~d by this' section sh'~iL ~~~ir¢,'(Ju~e'30; H)4:3]. j;;'ne 30" 
1945" unless the, Pr:esident, shalt sooner deglare the ,existing emergency endlildand ,
the operation of the stabilization fUridterminated., " , ' •. ' 
" , ' , '.' , " " ,,',j" li' 
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