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In connection with the announcement today (January 31)

that the Treasury will buy gold, the Secretary of the Treasury

‘m—-——

tates that, until %urﬁher notice, he will also sell gold for
I :
‘export to foreiga d@ntral banks whenever our exchange rates .
w;th gold standard ?urrencies reach gold export point,.: Likeg

[}

<t

he purchases, all Such sales of gold will he made through

the Federal Reserve;Bank of New York as fiscal agent of the |

}

i ) . :
United States upon ?he‘following terms and conditions which |

-

the Secretary of the Treasury deems most advantageous to fhei

public interest: |
« i ! ‘
Sales of gold will be made at $35.00 per fine ounce

plus one-quarter per cent handling charge and will be governed '

j ‘

by the regulations 1ssuud under the Gold nes»rve Act of 1934.-

! 1

“!

‘i
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{. | STATEMENT FOR THE PRESS

e e

1, Acting under the powers granted by Title 3 of the act
approved May 12, 1933, (Thomas Amendment to the Farm Relief Act)
{the President today 1ssucd a proclamation fixing the weight of
the gold dollar at! 15-5/?1 grains nine-tenths fine. This 1s
59,06 plus per cent of the former weight of 23-8/10 grains, ' nine-
tenthis fine, as flxed by Section 1 of the Act of Congress of March
4, 1900. The new gold content of the dollar became effective
immediately on th91319n1ng of the proclamation by the President,

| Under the uold Reserve Act of 1934, signed by the President

Tuesday, January SOth title to the entire stock of monetary gold

in the United States, 1nc1u&1ng the gold coin and gold bullion
herato:ora held by the Federal Reserve Banks and the claim upon
gold in the Treasury represenﬁed by gold certificates, is vested

: 1n the United States Government ‘and the "profit" from the reduction
?f the gold content of the dollar, made effective by today's
proclamatlon, accrues to the Unlted States Treasury., Of this
“proflt“ two billion dollars, under the terms of the Gold Reserve
,Act and of today‘slproclamatlon, constitutes a stabilization fund
undcr the dlrectlon nf'the Secretary of the Treasury. The balanco
will ve covered int 0 the general fund of the Troasury.

Settlement for the gold ¢nin, bullion and certificates taken
%ver from the Federal Reserve Barnks on Tuesday upon the approval
%f the act was made| in the form of credits set up on the Treas sury's
books, This credlt due the Federal Reserve Banks is tn be pald in
tho new form of gold certificates now in course of productlon by
* the Bureau of Engraving and Printing. These certlflcates bear an
their facc the wordlnv'-
1
"This is to certlfy that there is on depnsit in
the Treasury of the United States of America
" dollars in gold, payable tn bearer nn demand as authorized
by law " | i
i
Thuy also will carry thb standard legal tender clause, which is as
fallows:

- YThis certlflcate is a locgal tender in the amount |
thereof in payment of all debts and dnes public and -
prlvato u ’

J
o
i
i

The new zold certificates will be of the same size as other
cqrrency in circulation:and the only diffcxvnce, other than the
changes in wording notcd above, is that the backs of the new
certificates will as'uaod to be done, be printed in yellow ink,.

Tﬂc certificates Wll% be in denominatinns up to $100,000.

In his proclamation of 'today the President gives ﬁOthb that

he| rescrves the rlght by virtue of the awthority vested in hin,

tc;altur or modify the present proclamation as the interest of the

Unlted States may secn to require, The authority by later pro~

clamotinns to accomplish other revaluations of the dollar in-terms

nf|gold is contained ;in the gold reserve Act signed on Tuesday.
216866
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BY THE PRESIDENT OF THE UNITED STATES OF AMZRICA

! A PROCLAMATION
: .
!
|
|
VHEREAS by\virtuc of Soctlon 1 of the Act of Congress ap—

proved March 14, 1900 (31 Stat L.45), the present weight of the gold
‘ l
dollar is fixed at twen%y-f}ve and/ elght tenths grains of gold n1n0
| | ) . |
tenth§ fines and : ‘3 ' ' '

WHEREAS, bytSection 43, Title III of the Act approved May 12,

1933 (Public Fo. 10,. 73d Congress), as amended by Section 12 of the Gold
Reserve Act of 1934, it;is provided in part as followss

- "Whenever the President finds, upon investigation,
?hat (1) the fbreign commerce of the United States is ad-
versely affected by reason of the depreciation in the value
of the currency of any other government or govermments in
relation to the present standard value of gold, or (2) action
under this section ds necessary in order to regulate and
maintain the parity of currency issues of the United States,’
or (3) an economic emergency requires an expansion of credit,
or (4) an expansion of credit is necessary to secure by
international agreement a stabilization at proper levels of -
ghe currencies of various govermments, the President 1is
authorized, in his’discretion -

¥(a) To dicht the Secretary of the TreasurJ to
enter ‘into agreements with the several Federal Reserve
banks and with the Federal Reserve Board whereby the
‘oderal Heserve Board will, and it is hereby authorized .
to, notwithstandlnglany provisions of law or rules and ’
tegulatlons to the contrary, permit such reserve banks
to agree that they will, (1) conduct, pursuant to existing
ﬂaw, throughout specified periods, open market operations
qn obligations of the United States Government or cor- :
porations in which the United States is the majority stocke |
holder, and (2) purchase directly and hold in portfolio
ﬁor an agreed period or periods of time Treasury bills
or other obligations of the United States Government in
an aggregate sum of $3,000,000,000 in addition to
those they may then hold, unless prior to the termination
of such period or periods the Secretary shall consent.to
their sale, No suspension of reserve requirements of the
ﬂeder&l Reserve banks, under the terms of section 11(c)
of the Federal Reserve Act, necessitated by reason of
operat:ons under this section, shall require the imposition
aﬁ the graduated tax upon any deficiency in reserves as . L
pfov1ded in said section 11(c). Nor shall it require any ’ o
automatic increase in the rates of interest or discount - « ‘ g
c@arged by any Federal Reserve bank, as otherwise specified .
in that section. The Federal Reserve Board, with the ap-~ '
proval of the Secretary of the Treasury, may require the
FPderal Reserve banks to take such action as may be necessary,
ip the judgment of the Board and of the Secretary of the ' 216667
Treasury, to prevent undue credit expansion, 0
: Esty
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‘ "(b) If the Secretary, when directed by the

P s Pqesident; is unable to secure the assent of the several

: ¢ Federal Reserve banks and the Federal Reserve Board to

- the agreements authorized in this section, or if operations

: R ; under the above provisions prove to be inadequate to meet
P the purposes of this section, or if for any other reason
P : addltional measuresaare required in the judgment of the

p/ Pre31dent to meet such purposes, then the President is

authorized - v

1
J S
T % " » » "

"(2) By proclamatlon to fix the weight of the
gold dollar in gralns nine tenths fine and also to fix
the weight of the silver dollar in grains nine tenths fine
dt a definite fixed ratio in relation to the gold dollar
at such amounts as he finds necessary from his investigation
to stabilize domestic prices or to protect the foreign '
%ommerce against the adverse offect of depreciated forsign
currencies, and to provide for the unlimited coinage of
such gold and silver at the ratio so fixed, or in case the
Government of the United States enters into ‘an agreement
: w1th any government or: govermments under the terms of whlch
\ the ratio between the value of gold and other currency -
a 1ssued by the United States and by any such goverament or
A , .governments is established, the President mey fix the
’ weight of the gold'dollar in accordance with the ratio
- so agreed upon, and such gold dollar, the weight of which
o : }s so fixed, shall'be the standard unit of valus, and all
o forms of money 1ssusd or coined by the United States
o ?hall be mointained ot a parity with this standard and
- ;t shall be the duty of the Secretary of the Treasury to
maintain such parltj, but in no event shall the weight
of the gold dollar|be fixed so as to reduce its present ;
weight by more than 50 per centum, Nor shall the weight |
of the gold dollar be fixed in any event at more than !
60 per centum of its present weight, The powers of the
President specified in this paragraph shall be deemed to
bo separate, dlstfnct, and continuing powers, and may be
|exercised by him, from time to time, soverally or togetner,
whenever and as the expressed objects of this
'section in his judgment may require; except that such
powers shall expire two years after the date of enactment:
of the Gold Reserve Act of 1934 unless the President
shall sooner declare the existing emergency ended, but
' the President maj]extend such period for not more than
- one. additional year after such date by proclamation .
recogni21ng the continuance of such emergency'; and .

e e e e ot e
- .

VHEREAS, I find, upon investlgaticn, that the
forelgn commerce of the United States is. adversely affected

by reason of the depreciation in the value of the currenc1es

of other governments 1n relation to the present standard value
! of gold, and that an economlc emergency requlres an expansion

of creﬁlt' and

i : : , .
WHEREAS, injmy,judgment, measures additional.to = i
o i - . : N ‘ i L

“\wxm\\\\\iffSE provide& by subéecﬁion (a) of said Section 43 aré Tew -

xhwd\ggwmeet the purposes of such Sectionj and
] IJ A ) .

-
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WHEREAS, 1 find., :E'rom my investlgation, that, in: -
order to stabilize d.omestic pri ces and to protect the forelgn
commerce against- Lhe adverse effect of deprecmted fore:.gn
‘currencies, it is§neceseary to fix the welbht of the gold
dollar at 15 5/21 grains nine tenths f::.ne, |

oV, TIIEREFORE, be it known that I, FRANKLIN D.

‘ROOSEVELT, President of the United States, by virtue of the

I
L authority vested in me by Section 43, Title III of said Act

 of May 12, 1938, as e.mend.ed., and by virtue of all other
authority vested in me, ‘do hereby procla.im, order, dlrect,
fdeclare and fix the weight of the gold dollar to be 15 5/31 |
grazns nine “benths fine, from a.nd after the date and. hour of
th:’@s proclamat'ion':;. The Welg,ht of the silver dollar is not
altered or effect;d in any mammer by reaeon of this proclama’cmn.
Thls préelemation shall remain in f orce ond effect
‘untll and unless repealed. or modified by act of Congress or
by subsequent proelamat:.on* and notice is hereby given that
I reeerve the right by virtue of the authority vested in me
 to alter or. modif;;- this proclamatien as the interest of the
iUn:Lted States me.yl seem to require.
| IN WITNE SS WHEREOF 1 have ‘“hereunto set my hand and

h,av'e"ca‘ueed t"he sealﬂ of the United States to be‘affmxed. ,
IONE in‘f.the Gity of Washington af 3210 e'felock 1n
.‘ch’e afternoon, Fastern Standard T:.me, thle
(Seal) A ) Slst day of Janvary, in the year of our

Lord one thousand nine hund.red and th1rty--four,

'and. of the Independence of the United States

the orne hiindred and flfty—elghth.
4' )

i

{ : FRANKLIN D. ROOSEVELT
{ ! R :
| By the President'i

Gordell Eulll |
Secretary of Stat Ce
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Memoran&um for the Press; - January 30, 1934,

The President tpéay;épproved the Gold Reserve Act of 1984ian&

at the same time. apprgved provisional regulatlons of the Secretary

of the Treasury under!the Act. These regulations provide sub—

stantlally as follows~ . }

; 1. Gold in any form.may be acqulred, transported, melted or

~treated, imported, exported or earmarked or held in custody for foreign
or‘dnmestlc account (except on behalf of the United States) only to the
extent’ permitted by and subgect to the conﬁltlons prescribed in these

Regulations or 1icensés issﬁed'pursuant to them, o

'8. Violation of the Regulatlons will subJect the holder of gold vf

to 1ts forfe:ture and]to a penalty equal to twice the value of the gold.

'3, Gold may bejtransported by carriers only for persona§1lcensed
to hold and tréhsportzitior permitted by the Regulations to hoid and

transport it. ,

4, Goid‘situatéd outside fché United States may be dealt in
greaty, - o 2

5. Similérly, éold sitﬁatéd in the possessions of the United States,
but’nof including Uni%gd:States gold»coiﬁ, may be.dealt in~freély by
persons not domiciled;inAthé Unitéd Sﬁates. |

;o o -

|

EE
i
1
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6., Fabricated ?oli may be. acqulred exported or 1mported
without a.license?'bét in the case of export an affidavit is

required that thglghépment is ﬁot,being ma@e for the purpose ﬁf
disposing of fabricaﬁed gold primarily‘for'the valﬁe éf.the gold
content. Travelers %eaving the United StateS'may carry with éhem
.fabricated géld artiélés:for personal ﬁse not ekéeeding fifteén

- ounces, without filiég aﬁ qffidavit or obtaining an export liéense‘
7. Metals coﬂt%ini?g‘not more than five troy ounces of fire gold
per short ton aré noé‘sﬁbject to license. |

8. Unmelted sc%ap gold in amounts of not more than five;troy
ounces per fine goldfmay‘bé held or transpcrted’without’a 1icénse.

9. Gold in its}n&tﬁr&l state as mined, may be acqﬁired,zheld
and transpo?ted withéut'a license,

10. Gold éoinsérecbgnized as of special value to collecfors are

exempt from license feguiations, but may be exported only undér license

0n

issued by the Directér of the Mint,

‘11; PersonsAac%uir&ng gold for use in industry, prqfession or art
inswhich theyrare regula}ly engaged may hold up to a three méﬁths‘ supply,
but not more than twentv—flve ounces of fine gold without a special.
license. E |

12, The Mints v;nll' {ssue special licenses for buying, h§1ding,

ﬂrﬁnsnortlng, treatlﬁb, 1mnort1nv and exporting vdld fo; usé in

industrles,Vprofe551$ns, or arts to dealers and refinérs-énd to persons

, : i o : ; '

requiring 2 stock of more than twenty-five ounces at a time. .Licenses

so issued shall ﬁe fgr éo greater quantities than the estimatéd require- ’
Lo : o

ment of the 1icensee:foé a period of three months. Such licenses will

i '

i

' : ; A ve— -

o © 216671
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not entitle the licensée tb hold gold coin, License holders ére ' {

Vo .

‘required to ksep exact! records of acqulsltlons and deliveries of

gold and make quarterly reports on them to the Mints,

4

A 13. Federal Reserve banks are authorlzed to acqulre from the United
.States Mlnts through redemption of gold cartlflcates such amounts of i
gold bullion ag in the Judgment of the Secretary’ of the Treasury ‘ 1

fl

- are necessary to settle 1nternatlonal balances, or to maintain the

equal purchas1ng power of every kind of durrency of the Unlted States"
X ,

The Federal Reserve banks are also author1zed to acqulre gold abroad,

. 4 H

or to acqulre in the Unlted States gold that is not being held un-
1awf911y. Gold s0 acqulred may be held, transported, imported, exe

ported, or earmarked, dr held in custody for foreign or domestic ac~
~count for the~purposesiof éettling international balances or maiﬁm
taining the egual purcﬁasing power of every kind of currency in?the&

Unlted States, It 1s‘prov1ded. however, that if the gold is not

. used for any of these pUIpOSeS wlthln six months of the date of,lts

i

acqulsztlon it must be'delivered over to the Treasurer of the United

States for cpedité in équiValant amounts of dollars, unless the
‘ s . g :
Secretary of the Treasury shall have gronted an éextension,
14. No person is permitted to acquire gold from a Federal
o 1T

i
1

Reserve banik, except tdéthé oxtent that the license issued to

him spec1f1ca11y prov1des.v

| 515. Gold Whlch 19 reflned from gold~bearing ore 1mported into
the‘ﬂnlted States mayv{e exported.under 11coﬁses to be issued by the
Assay O0ffice at New Y&gk, or ﬁhe Mint at San Franclsco.‘ The gold--
bearing ore must Ee decla ed on its entry’and careful records mst -

be kepts This contlnues the Regulations hcretofore enforced‘under "

the Exooutlve Order. i

T 218672
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‘ 16. Gold may beplmported for re-export if it remains in custoum
'custody while it is w1thin the cuotoms limits of the United States.
If it is to be tranqurted within the Unlted States a special license
is féquired, 2 '
17, Licenses hefétofofe issued by the United States Mints and
Assay Offlces, and also by the Secretary of the Treasury, under
!
Previous orders are valldated until March 15, 1934.
I
i
|
| .
‘ !
1 '
|
i
|
1 ;
o ‘
i
!
‘
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| WASHINGTON, D. C.

January 20, 1934.
- MEMORANDUM FOR THE PRESS

(Not to be quoted as a Treasury statement)
1 : -

- Surtmery of tab[prov1s1ons of the ' Gold Reserve Act

of 1984 olﬂned by the. Pre31dent Tuesday, January 30, 1934.
i : .

l. Vests in tﬁe United States Government title to-all E .
gold coin and gold‘bu%lion held by'the Federal Reserve Béard,

the| Federal Reserve Bénksfand F¥ederal Ressrve agents and | ;
| :

authorizes credits in'egquivalent amount of dollars in the

| 1 : “ . N '
Treasury accounts, ’ : '

2. Autﬁorlzes | payme nt of balance of such accounts in |

gold certificates “;n]sugg form and in such denominations as
the| Secretary of the ?reasury may determine',
3. Amends the;Fedcral Reservo Act to provide that 5

. Pedoral Reserve notesﬁshall be radbemud in lawful moncy instead

4

4 :
4, EliminatGS*tho word gold from the provision that golad

of |in gold,

or |gold certificates‘gay‘constitute part of the collateral \
AW X i ’ E ' i . !
- ' " security for Federalfﬂeservé notcs. -

o 5, Substitutes gold certificates for gold in reserve

. requirements.. i
! 6. Eliminates nrovisions with rcspect to redemption
3 p28 . I
of | Federal Rescrve notes~in zolda.

l
7. Provides taat the redemption furd agninst Federal
. 1
o ' : Ro"erve notes t¢ be ucld bJ the Treasury shall be in gold
[ B '
ce?tlflcates 1nstead:of in golq.
e D

+

T e

.
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B Prov1desqthat deposits of gold, or of gold certi- |

ficaxes, received by the Treasury frem tbe Faderal Reserve

: ' ) . e . .
or Federal Reserve agents, for credit to =zccounts with

,
|

, shall Ye payable in gold certificates
; ‘ :
gold;coi? or zold certificates).

b
9. Authorizes the Secretary of the Treasury to pre-

'

Lo PO : : . :
scribe by regulations made with the approval of the President,

gold may be acquired and held,

| .
imported, exportsd or ear-

(a) for 1ndu trlal p“of9331onq1 Wnd '
‘ artlstlc uses.~ :

i

(b} by tnb deural Reserve Banks ior t'
purpose of settling 1nterratlona1
balances

(¢) for such other purposes as in the Sec—
retary's judgment are not inconsistent
with the purposes of the act. !

+ i [

so provides forfei%uré of the gold and odditional penalty
twice its value for failure to comply. i

10, PrQV1desithat no zold shall hereafter be coined

] :
d no gold coing shall hureaftbr be paid out or delivered
R

t e United Suwtes, but that all gold coin shall be with-

drawvm from clrculatLOﬁ and with other gold owned by the bnltcd

5t

as

‘ : '

ates shill be formed into bars of such weights and fineness'

tihe Secretary «f 'the Ireasury may direct.
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11, Mo curfenqy of the United States shall be redeemed

I
i

“in|gold hereafter exéept as permitted in regulations which may

1
be |issued by the Secgetar; with the approval of the President,

but with the prov131on that gold certiflcates owned by the
Federal Reserve Bankq shall be redeemed at such times and in
such amounts as the Secrétary deéms'necessary 6 maintain thef

equal purchasing powér of every kind of currency in the Unite&
A y - H

States. Redemptionsiarejto be made only in gold bullion

bearing the stamp of&the Unite& States Mint or Assay Office
injan amount equival§nt at- the time of redemption, to the

currency surrendered 'for. such purpose, o

oy |
12, The reserve for United States notes and for Treasury

4 1 . v .
no%es of 1890 and the security for gold certificates is to be’

i i ;
maintained in gold bullion and the reserve for Federal Reserve

notes is to be maintained in gold certificates, or in credits

T

payable in g¢ld certlllcéxes maintained in the Treasury of th§

Un:ted States. i

‘

I

13, In the event the weight of the gold dollar shall be

i r

reduced the resultlﬁa i werease in the value of the gald held

by |the United Statesthall be covered into the Treasury as a.

niaccllaneous receipf an@ in the event of an increase in the
: o ,
weight of the gold dollar, the resulting decresse in gold

reserves for United Statés notes and Treasury notes and the - |

security for gold ceﬁtificates is to be compensated by trans-

fers of gold bullion|from the gemeral fund.
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14, The Secretary -of the Treasury is authorized to purchase

- el . o ;
gold in any amounts,fat home or abroad, at such rates and uvpon such

terms and condltlohs,;s e deers most advn nt«@eouq to the puollc
'interést, and all such gold is to be included as an asset to the
general fund of the ?rea@ury.

f

‘ i ' P : ot o
15, The Secretary of the Treasury is also avthorized to sell

y 1
.gold in any amounts,;at home or abroad, but sales from the reéerves»

or|security for curr%ncy;shall’be-made only to the extent necéssary te

o

maintain the currencj at a parity with the gold dellar,

16. The Secreta?y of the Treasvry is authorized to

- . . \ e !
deal in gold and foreign exchange and sucl other instruments of

K I . ,:1 : R »
credit and securities. as he may deem necessary for the purpose of
A 2 ; |
stabilizing the exchange value of the dollar,

Lt

17. To ‘enable Lbe Secretary of the Treasury to do this there

is_ et up a fund of $2 OGO 000,000 out of the increase in value of
gold whlch nay result from devaluation &ﬂd\buCA portions of tne

fund as are not curreﬁtly;required for the stabilization of the
: ’ : C . ‘
dollar may be invested or reinvested in govermment securities.
o

18, Tlhe powers of the Secretary with respect to this fund
) )

'

1 . .
shall expire two yearS‘from the date of the enactment ¢f the act,

buﬁ-tke President may terml‘xte the powers earlier or may extend them

1
for nnother ye&r. :

19, The authorlty glven to the Prc31dent in Pitle 2, Publlc

j

' No. lO 73rd Congres QThcmas Amendment) 13 2mended to prov1de
) :

that the weight of tneigold dollar to be fixed in the

event of devaluatibn,;éhall not be more than sixty per cent of

o e e F

“0 .

s

“1
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it; present Weight. é The Precsident'!s power in this respect 1s
made‘continning~for $ﬁc$ess1ve‘revaluations during the periodl
of two years, with tge provision that the&Preéident my termiﬁate
\ths power earliéf or%may}extend it for another year by proclama-
tiqn. | | h )
20, By additiohal amendments to the above act the

President is given added powers with respect to silver, as follows'

(a) to cause silver certificates to be paid

‘ to those who'tender silver for coinabu, in place

of standard s@lver dollars;

(b) to i;sus silver certificates against any
silver or sil%erédollars in the Treasury not held
for>redemptio? of outstanding silver certificatess
(e} to céin;standar& silver dollars, or sub-
sidiary carregcy; for the redemﬁtien of such cor-

; .
tificates; | ' ;

(d). to prescribe different terms and conditions |
and to make differeﬁtuaeigniorage charges for the
" coinage of siiver of foreign production than fof K
that of domestic production;
I(e)'to r%duc§ the weight of the standard
silvervdollartin fhe.same_percentage'that he re-

dnces~the‘weight of the gold dollars
G

¢
1
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(f) ;to reduce and fix the weight of sub-
sidiary céin so as to maintain their parity with

I '
the standerd silver dollar and the gold dollar.
2l. Reguiatipns, orders and proclamationé of the.;

. President and the Secretary under the act of March 9,V1933,

| and under Title 3 of the act of May 12, 1933, are approved and

ratlfled.
i

22.. The éecond Liberty tond act is amended to give
1 | .

‘ the'Secretary'of;thewTreasury greater latitude in various {

 issues of securitdesl

23+ The Secretary of the TreasurJ is authorized to

igsue gold certlflcates against any gold held by the Treasury

l

- of the United StapeS;eXLept that held as reserve for United

States notes and Tredsury notes of 1890.

24, The S%crétary of the Treasury is authorized to

| issue such regulatiOQS'as ne may deem necessary to carry out

the provisions of;thq act.

IR 1216679
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ﬁtatﬁmmnt of ﬂ&arat&rg marﬁﬁmnaaw %wfnvm t&@
camm&kpaﬁ on Banking and Curraney

L ' I iof the lenate

W R rzaay, april 16, 1@&3 *

|
%ﬂtwmagwﬁimf bhm-ﬁﬁg@il&&ﬁ&i@ﬁ:ﬁm&% o
o | B
Bm Apell iR, lﬁﬁﬁ Senetor Haprer introduced & Bill (“. ?1}
extending Yo June 30, 19&5 the powers relating to the Htab! 1 S
tlon Pund end the power to alter the gold sentent of e deller
both bf vhleh under t&al resent law will othervise expire on

June 30, 1545. I am myymur*n\ before you ls support af thls
blll.i | o |

}
|

im my previcus ﬁpwwarﬂmem before your ooumittes Ea TEeone
mend hhm extension of thess pouers, 1 eumgbaslisd the @ma@%mmaf
nocessltating the continnanes of thess powsrs. It 18 herdly
necesssry to say thel the ewergency 18 gresater new than it wese
whan ﬁ sppearad bofore your committes om June 13, 194k. The
monetsty sltuation :Mrmu%%wut the world is g@%mmtia&iy aare
unatable than 1t haslover been before. The powsrs exbended
under the proposed LILL will help &ssure anrr@nﬂy stebility end
help s¥nld compesitive curreney ﬁagwaa&aﬁ&@n in tue emztiaal

' _wﬁm& follewing z&mwiw.. : |
%mw spread of ﬁ$$ war to this hamlwyherﬁ ﬂn& thie presence
of ﬁmwrie&n forees in meny eountrles abroad bave haiﬁﬁtmnmﬁ e
importence of our wnrr&nay relations with these countries., ‘the
geld,| eurr@mny, snd stablilizeticn eperisticns of the Stavilization
Yund in the pedt two|years heve reflected thess chenyes In the
W@I‘lﬁrl‘ slituetion,. J ‘ ' 1 .
While during nwoBL mf the period sinee 19%L there w53 8
ﬁ&avy‘znziww of gold|into the United Yietes so hnut the Fund's
purohasss exeesded 13 sules of gols, “uriamg the last two
ﬂiaaa& roars the Fund %ﬁm sold wore gold to forelgn countrles
th En it has purchased, In the fiscel year 1942 the Fuan m@lﬁ
Hodly milxian af wnl&]tw forelgn eountriss and purchased FLod
militon of gold from forelgn countries., Io fer in the f1
FOE h%&ﬁ the Fand uﬁa mml& w@@l million of gold to lovelgn _
aaanmyia and yuﬁﬁhﬁamﬁ onky 927 silllen frox fersign awun&riwa.
The ﬁum&!s m&l&u of %ﬂl@ have baaﬂ.waﬁﬂ to 21 different ﬁ@uﬁtﬂi%ﬁ-

I

|ﬁﬁ i Bave suid ta ﬁh&a comaittee belore, © bnow ¢f no

baetwy wouns of mwttl&mu internaticnal balangos ﬁham with gold.

for this ressen 1t &an been, snd is, the policy of the. “vmamur;
ﬁa fmailib&ta the aamﬂ%mumﬂ aee of @@1ﬁ,?ﬁ? the aatﬁl&m&nﬂ of
finkarna tionsl halaﬁema.l fur Btetillzation Fund hes delinitely
acntﬁibutaﬁ to tive imp&amanz&m@ of this pollicy. wina@‘i lost
appeared before &h&&,m@mmitt@@ $he d%mbil‘@&&i@m Fond bas '
satered into thres, wmlﬁ«puraﬁ&an &3 rawm&mﬁs with uﬁ&ﬂi& and &
goldesale agreoment watu Cuba. _ C

1
1 . I
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“”ar un& &alantalm &@ra&m@mﬁ wib& Cubs, whieh waa ﬁlmﬁ&ﬁ
Ly &, luka, the [steblilisetlon Fund hae undertaken to 2ell

- to Jubs, peyment to Ye made in Unlted Htates dollers within
Vlﬁ@ aawa from the date of auch sale, Under this agrewment Cubs
has elresdy awquirmﬁ*@&% willion in gold, all of which has besn
pald f@w. The aﬁraﬁwaat with Cube wes designed to faolilitate
the scowmulation and|the meintensnes of & zold Feserve | a%&iasﬁ
Luban| anrrmﬁey as 9r?¢&&aﬁ by Cuban lﬂw.

ﬁur&a& tha %&&tlauﬁ years we have m&&e and ﬁﬁ%@l@%ﬁé %hvm@
gold ﬁﬁ?&ﬁ&&% agrosments with fusaiae The agreements esllsd fop
rfuture delivery of %@1d purenesed by the Stebllizetion Pund, with
&rs a&vaﬂaw oft puch %@1& grior to 1ts delivery, The cbligetlons
ef &nsaia under these sgreements have been fully met., The dollers
- wmede ﬁVﬁil&ﬁlﬁ ty these gold trenssctions were used by fusela to
pay for purchases of | soode and services in the United iﬁmuw in
addition to the @&t&fﬁal& obtained under the terms of th@ letnttie
Lease| arrangenent, ; .
The peries of ata@il&a&t&a& a@rwem@nza ﬁﬁﬁﬁ# wni@ﬁ the
, gt&@&i&&azian Pund cooperaten with other countries to facilitate
the maintensastes of stebility in the exehange ruate of curroncies
of other countries sitﬁ the dollar bave %uan extended alnee
July 1, 1951 |

i
i

ﬁ

Jﬁ W@%&mﬁ@? l@,‘lﬁa;, t &&ﬂhili%&tiaﬁ exresasnt WS entered
ints witﬁ b m?%rnasnt of the Republlic of Fexlco and the Dank
of gex&aa fop ak§ purpose- of stabllizing the Usited States dollere
wexlioan peso rats of | ezahange, 1% is 85411 noevesary under this
sgrea@mmt for the Kexisan Uovernment te conflrm 1ts authority e
guarsntes the performande of all a%li@atiﬁnﬁ uadgrth@n Wy it
and the Wank af %@xiaa. ‘ \ !
 lon Pebruary 27 h;ag, & stadillzaticn agreenent was eigned
wi&ﬁlﬁnm Sovernment @f the Zegublle &f zowsdor for the L pRrpoae
of atabilizing the Enitwd Ltates dellav«Bousdoran sucre rate of
e&@%&u&ﬁ‘ e aareeﬁaaﬁ is now in force, slthough ne stabilise-
%i@nlegaratiaﬁ& mavalaa yet besn nocessury wdeor this agrﬁameat¢

he @ further 11&& 1n the closer relaticns Bétwsmn theo
: &a?wrﬁmmnha af thes Hmit&ﬁ States and Igeland, n stabilisadion
a@rawmwﬁ@ wss signed with the Geoverssent of Igeland and the
&ati@max Bamk of Ieeland on xey 9, ljh2, for s gurpose of
nﬁmbiliaia$ the ﬁa&zwﬁ States doller-icelsandle krons rate of
ﬁﬁ@ﬁaﬂ&&; Thia a&rw&w@at ¢ ulmo new in force, altbhouih ne
sma&iliaaaian vﬁaratlaﬁs LAYE @a 78t beoen na@wagary wnﬂar thia
ﬁﬁvm&want. . ’. . ‘ o
l1r the oame par@@ﬁ ginse &nl% l, 19&1. wa have rehewed the
atnbsiiauﬁirn agraam&&tg with Chine gnd Brazil.

i
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e have uwa &ﬁa%ili&n&,am agreementy with uhin&. Under
the firgt of theee agrednents, wﬁ*ah wae algned in 1957, the >
*hab&l&%&ticﬁ Fund beld nearly 49 million of yuvan on Pebrusrey 10,
1938, 2y cetober, 19lé, (hima bat completed the ropurshasing
¢f «ll the yuan, Un December 51, l942, this steblliszatien eiree-
wBent wan renewed, %na Stebilization Pund does not at ﬁ%&ﬂ time
hold any yuan under ﬂhim ﬂ&?ﬂﬁﬁ&ﬁh-

e gecond &br&ﬁﬁﬁﬁ% will Chlns was aign@ﬁ o April 2%
5Lk, The first trensceticn under this eprewusnt Look ylﬁ@@ on
Veceaer 10, 13h2, when the Stabilication Fund aequired HL0 mile
lon|of Uhinese yuan, 0On June 30, 1yLZ, thie agresaent was
‘rﬁnawaﬁ for gae yesr. Yo mﬁaitzﬁnal sperations have Heen unGerse
ta&am under thils agreesen’, and the LZtsbiliastien Pund now nolds
410 aillion of Cbinese yuan under the “ﬁpﬁ?@h&ﬁﬁ proviglons of
this| agreement, L

The ata%ilinati@n agreerent with Hresil was ai%n@ﬁ In 1957.
oo Govesber 5, 1941, we bougkt. $8 willlen in wilrels from Bragil,
BB ﬁ?&%ll'& forelyn exchanys posliiion was 3&?@Q%ﬁﬁw%ﬁﬁ thw e
mllrﬁ&m eere wmyurah&oaﬂ, and on Fovpuary £%, 13ue, the Stabiile
sation Fund held no mere silrels. Yndeor snotlhwr seoticn of this
sgze sgreement we have sold H7h alllfon im gold 6 Srevil for
dolllars for ths purgess of streugthening the monotary reserves
of fwszil. The agreempnt with ﬁraﬁii wes ronewsd on 3&1; 1%, 1shz

In Septesber, lyhz, we G%E@?@é inte an asgresment with the
Government of Eiﬁeria e freilitate ths conversien of the oy
rmﬁag system of that countery fros sterling te dollavs. The
Liberisn Governsent hed far 2 long time been sazer o adopt the
exciusive ude of Tuited 3tates currency and ooln, and the need
for|sneh & cenversion besasio. Lors srgent in 1547 as additional
firttlen ooin could not e astured and as Amérisan troops
stetioned in Liberia brought in Uulted Htstes curressy snd toin.
?hml&%aﬁlll&atiﬂﬁ Pand is f&aiii&&tiﬁé the sonverasion of the
m&w&m subrency system to dellars Wroish an agrecment to :
parp&a&a with %ﬁiﬁaﬁ States currency the Britieh coin withdrawn
ff@m cireulation. | Arrsagewents havs béen wmode wlth the Hritish
Covernment Yo ﬁ§$§&§$ of thesge ﬁ?itia“ colns eithout cdst to the
&ﬁ&b&lia&tiqn %nnd. : V

| Two proposed a%amil&xatian mgrwﬁmants BB now %@nﬁing A
draft of sn agreement to feelllitete the stabilisatlon of the
doilureboliviano rabe of sxchange 1s now belng considered by
Holiviss We sre alse engsged in dlscussions with Irsn under
wi:ich the Iranian Jovernment wosld undertezs te provide risls
for the needs of cur sray sod other dovernuent egoneles im
returs for dollars peld to the Iranisn ecceunt in this wountry .
Awl part of thia &grﬁﬂﬁﬁﬁt, the Irandan Govermaent undérteies not
:atih&n$a the &@lﬁ&rm Lul rate of exchuange wiithout ﬁrier conatle -

& Chie ’ b

g .
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5 i the more than nine ysare sinee the Stablilisetien Fumd
wus ¢reated it bas bYeen cperated with aaruﬁulwag care, Fob
only have we sucoseded in reepning Intuet the rescurces that were
en&rusheé,by the Uengress to the fresident and the Geerstary of
the Qrwaanry, but in the courss of perlorming sur breasdser funge
‘than|of msintaining atabillty of exchangs Pates we have bees
gble| to accumulate a met profit whlch now exceseds 330 million,
I de/not wish to emphinsize the profltebility of the operatisus
of the Staebilisaticon Pumd. I prefer to stross the success of
the Stabiligation Fund im 1ts fundementsel purpese of Uringing
&beﬁt & grealer degree of stability ia aaaaanﬁﬂ ?él&%&ﬂﬁ&hi@ﬂ
of eth@r anrraaazas wlth ‘the dallﬁr.

The patbern for inawrmansﬁmm& m@n@%ﬁfﬁ ﬂaog&ratien that we

@&vg developed in the coperation of ¢ur Stadllizaticen Fund holds

& raal promise of aehisvia& gurrency suadlildy ino the poslewar
p@ria&. We took an lmportant step in ths dlrectien of interna-
txenal esoperation for eurrency &tsblility through the ?vzoyarﬁita
Aveord in 1936, ﬁ*fartunately, the funotloning of the Tri- -
partiz@ sgsord was intarrag&a@ by the war. Hevertheluss, we
have continued to ambaﬁy the prineliples of that iLocord in our
a@abilisntien agreecments with our naighbors in Latin Asmerisa and
with otuwer friendly sountries, ZIhese agreements providge for
maintenance of exchange stability aund for pericdle éensultatlon
K- f&naaeial and sgonqisic ganditions that nay affect the stadbillity
of exmchange ratss, Under provisions salsguwrding cur interests,
we hpve mede avsllable the respourges of ke Stabilizstion fund
for| the purposs of saintaining stabililty of exchange rates. In
the five years bwrer@ the war and la the oesrly fouwr yeers since
the outbruesi of wnr, the operaitions of the Stebilizetion Fund
have contyributed to waintelning relatively stable exchange rates,
degpite the uapraeeﬂansa& eenéitiaus of palitiaa& anﬁ soonamic
digerder, ; . ‘

1

fau&r Lo ﬁitﬁﬁ Lhe ﬁﬁlﬁ L&ntvn% of &h@ ﬁalﬁ@r

. The ggwar o ulﬁe? the gold acntaat of the é@l&ar was gives
to the Fregident by Tltle 111 of the &@?*auithr&l Ad Justment AGt
of lay 12, 1533, and reaffirmed with ita present ‘lizitation by
tha Gold Reserve sot of January 30, 193h. On Janvery 51, 193k,
tﬁe fresident £ixed the dellar at te present gold ecestent, wniun
has rogaived unuﬁam&nu for moTe Uhiu nine years,

This g@w&r w88 given w the Fresident iz the %1&&2 sf &
deep deprosslon, Wiguestionsbly gr@l@ageé and intensified by
tﬁe genersl Geprecistion of other currencies whiloh destroyed
tna warsets for Americsn products abrosd snd brought rulnsusly
; law priges, The reveluation of the dollur wea an unavoidable
.atap in the reateration of forefgn snd domestic markets fop the
industrial and a&rieultural produsts of the ﬂ&&?iaﬁn g@ﬂ%l&.

%
L
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T&*s powsr slven to the yrmmxﬂwnt to &ataymin@‘witrwn
1&@&53 the geld content of the doklar could sot sufely be
aarwin&teﬁ‘ﬁmtii @ &atigfaeterg woeng wed evtallable [or assuriag
the ﬁ%aﬁiliza&ien of the approgriate exchenge relsiieon smenyg
surreacies and avoiding e&m;atitQV& currenty derreciotion,

ihe Frosident resommcnfed and the Qaér@ﬁ&v&ﬁﬁpﬁ&ﬁ oxtensiona
of this power in lqs? ana again in 15%% and 154l.

We are all a&rama rh&t as ~me csn benefit from & awmﬂabia
tive zuaa in the deprsnletion of currencies. If such a dovele
epm@nt ie te be avolded, we must frankly faoe the danger of
eonpetitive eurrency depreciatiocn in th@ poetewsr pupliced, ' It
i1s aet possible at Wis time to loresee the pettern of postewar
manﬁtary developmenta. But this we do knows thet If we ure
to avai@ competitive depreciastion of curreney alier s wyr,
it waula be helpful to be arwed with this power as s warning
bhat ws ghall not pernlit the intornmtional economie positien
6l this sountry to ba umﬁgrmiqed ny zompetitive earran@y
deprecistion. S

j i

H@r nine Years zha<”rﬁaiﬁant has haed ﬁh@ pover t@ &l ter
the gold content of the dellar withiout using 1t. Aa I heve
said bafnrs, there ia no prossnt intenticn to vse thils power,
Wy it is needed a8 a mesnms of holping to prevent competlilve
aapraqiatien af &urrﬁnaias by other countpies. #nen sdegnate
arrasgements for international wmaw%&@y conperatlen bhave Leéen
aawgkﬁt@é, ws shsll be a&y&g ta &urranﬁr the power witlout
fiﬁ?iﬁ& nagd it' [ :
S
)

R

?&B/gra

L/15/43

216684 .
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Reasons ﬁhy the Power to Reduce the Gold Content of
~ the Dollar ahould be Extended

' The power of the Praaident to alter, within llmits, the pold content
of the dollar expires June 30, 1943. Although the power to alter the
dallar has not been exercised since January 31, 1934, when the present
gold content of our dollar was established, the very existence of this
power ‘has undoubtedly been an important factor in discouraging other
nationa from ohsapaning their currencies in order to gain a temporary
advantage in world markata at tha expenae of hmaricanAsallera.

The poaaibilities or icurrency and foreign exchange diaturbances
throughout the warld will be greater at the end of this war than at any
timg in world history.| Hore currengies will have to be revalued during
the next few years and more currencies will havo to b@ rsoonatituted
thanlat any time in world history.

The struggle for world markets will be extraordinarily sharp after
this/war. The very ecdnomic existence of many countries will dapend
upon| the ability to develop adeguate markets for their products; Hore—
over, the war itself has given increased impetus to the industrialization
of areas previously dependent upon Western countries for mamufactured
articlaa and will result in keenar competition in some export lines.

The end of the war will £ind many nations drained of their gold
and foreign exchange resources and such nations will leave no stone un-
turned to obtain the necessary fareign exchange to wurchase goods from
abroad which they will 80 desperately need., Some of them may be tempted
to rasort to. currency depraclatxcn a3 a way out and thereby start a
race [of competitive currency depreciation which is the very thing we
. want |to prevent, aenaral competitive. currency derreciation will create
: a ehaotic condition which will lead to the introduction of trade barriers,
exchange controls and 1iks disruptin Reasures.
The knowledge that Congrass has again given the President the puwer
to dewalue the dollar from 60 to 50 per cent of its old pold centont .
will) of itself constitute a poworful warning to all countries that we
are in a position to 5ub3tantiallijhautr&ligamanr efforts on their part
to depreciata their M*;EEEKE“’wiEhout our acqulescaﬁsa. [
. A reduction of the' prasant valué to tha maximun allowed by law
would\be about 9 per cent from the old gold content. This would rep-
rsaen& a reduction of nearly 18 per cent of the present gold content. ‘
A reduction of 18 per cent in the U. S, dollar could have far mors éffect
- In: wbhld trade and financs than a much larger depreciation in any other
currancy. This is true bocaase the United States will play do dominant
8 rale in world trade and because the dollar is so important a unit of
carrﬁnoy in world finance,
i

1
H

i
i
{
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In any discussions among the treasuries of the varions countrias
after the war, the American representatives will be able to come to .
‘these discussions with thia ace in the hole. They don't have to speak
about it, they don't have to use it because the other nations know they
have it, we hever expact to use it but if we have the authority, we
wcn't need to usa it; if we don't have the authority, we may find our-
selves in a position where Congress would have to give it to us under
condiitiona that will be bad for us and the rest of the world.

The authority to devalua has not been exercised for nine yeara
and thore is no intention of employing it in the near future except
a8 ig may becoms necessary to do 80 as & means of discouraging other
tiona from depreciating their currencles. Once stable international
exchange relationships are 'established through international cooperative
: Act*cn and proper machinery devised to maintain stabllity of exchange
raten, ‘there uill be no. further need for the President to have this

pwer .

HDW:ISF2JW0 ¢ RFM:dmh |
3/24443.3 - L

. | - 216686



http:don'!-ha.ve

1™ DECLASSIFIED i " RG 5¢

by MRS | Entry 69-A-4707

“B):__L QAD‘A‘ Da*eul F]le Sjglbihzgﬁbnfw‘g
Box' W]

REPRODUCED AT THE NAT?O

legialation Relating to Exchange Stabilization Fund
- Powers and Fower to Alter the Jold Content of the ULollar

Section 43 of Title III of the Agricultural Adjustment Act (approved
Yay 12,/ 1933) authorizes the President to fix the weight of the gold
dollar,| but not to reduce it by more than 50 percent. Thie aectian

resds in part as followax

Rl prcclamatlen to fix the weight of the gold dollar in
- grains nine-tenths fine and also te fix the weight of the ‘
si&vvr dollar in grains, ‘nine-tenths finc at a definite fixed
ratlu in relation to!the gold dollar at such amounts as he '
finaa necessary from his investigation to stahaliae domestic
prices or to protect the foreign commercs against the advorse
effeet of depreciated foreign currencies, and to provide for -
‘the wnlimited coinage of such gold and silver at the ratio
33 fixed, or in cuse the Government of the United States enters
into an agreement with eny government or governments under the
terms of which the ratio between the value of zold and other
currency issued by the United States and by any such government
.aq governments is established, the President may fix the weight
of the gold dollar in accordance with the ratio so agreed upon,
and such gold dnllar, the weizht of which is so fixed, shall be the
standaru unit of valus, end all forms of money issued or coined
hﬂ the United States shall be maintained at a parity with this
standard and it shall be the duty of the Sacretary of the
Traasury to maintain such parity, but in no event shall the
wa;ght of the gold dnllar be fixed so as to reduce its mresant
waight by more than se par centum.”
l
lction 12 of the Gol& Reserve Act (approvea January 30, 1934) _
moéifiad the power to alter the gold content of the dollar by fixing
60 percent as the minimum reduction. This power was to expire two
years from the date of the Aet, but could be extended an additional
year by ?reQLa&ntial ?roclamatlon. Jeetion 12 reads in par* a8 follows:

2

"Paragraph (&) (2}, of section 43, title ilT, of the .
Act approved May 12, 1933 (?ubllc, nbered 10, gaventy»th:r@
'Congress), is amanded by adding two new gentences at the end
thereof, reading &s foll@wax

FRor ghall the weight of the gold dall&r be fixed in
any event at more than 60 per centum of its present woizhs.
’Tha powers of the President specified in this paragraph
shall be deemed to be separate, distinet, and continuing
pﬁwera, and may be-exercised by him, from time ic tiwe,
severally or together, whenover and as the expressed objects '
of this section in bis judgment may require; except that o
such powers shsll expire two years efter the date of enact— -
ment of the Gold Ressrve Act of 1934 unless the President
shall sooner daelare tha existing emergeney ended, but ‘the
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President may extend such period for not more than one addi-
tional year after such date by praclamaticn recogﬂizinc the
continusnce of snch ‘emergency.“! «

Section 1& of the Golé Reserve Aot estsblishes the: ataasli&atian
poweres, which expire in the same manner as the power to alter the
cnntent of the dcllar This section reads as follows:

“(a} Fer the purpose of stabilising the excnange value'

af the doller, the:Seeretary of the Treasury, with the approval
Pf the Fresident, directly or through such agencies as he may
desimate, is authorized, for the account of the fund esteb-
1ighed in this section, to deal in gold and foreign exchange
and such other 1natruments of credit and securities as he may
daem necegsary to carry cut the purpose of this section. An
annual audit of such funds shall he mnde and a report thareof
submitt«@ to the President. :

- "b) 1o enable th@ Becretary of the Ireasury to carry out
tha nrovisions of this’ section there is hereby aprropriated,
out of the reeeipts which are direeted to be covered into the
?raaaury under section 7 hersof, the sum of %2,000,000,0&0,

. which sun when available shall be depogited with the Yreasurer
af the United States in e stabilizatien fund (hereinafter
callea the 'fund!) under the exclusivé control of the Secrétary
cf the Trepsury, with the approval of the Fresident, whose
aecxsions shell be final and not be subject to review by any
sther officer of the United States. The fund shall be avail-
able for axpenditure, under the direction of the Secretary of
the Treasury end in; his dizeretion, for any purpose in eonnec-
ﬂiaﬁ with carrying out the provisions of this section, includ-
ipg the investment and reinvestment in direct obligatione of
the United States of any portions of the fund which the
uacretary of the Treasury, with the approval of the Fresident,
may from tims to time determine are not currently required for
3tabiliming the exchange value of the dollar. %The proceeds of
all seles and investments and all earminge and intersst accruing
undcr the operations of this section shall be paid into the
fund and shall be availahle for the purposes of the fund.

“(c) 511 the powera canferred by this section shall expire
two years after the date of enaciment of this Aet, unless the
Presiéent shall sooner declars the existing emergency ended and
tha operation of the stabilization fund terwinated; but the -
Freaideax may extend such peried for not more than one additional
yyar after such date by proclamation racogniazng th@ continuance
of such emergency.” )

]
|
-
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Th@ Praeident iaausd a Proclamﬁtien on January 10, 1036 extsnﬁ;ng
Sectionsd 10 ang 12 for. one years - Thma Praclamatlan reads in part as
follows: ; ' :

| ﬂmmm,' fiec‘bim 10 of the Galé Reserve Act of 1@34,
ayproveﬁ Jenuary 30,.1934 (Publie, Bumbered 87, Seventy-
th rd Gangrass), mrovidea among cther thingst

'590. 1@‘ :"&‘*‘3’&~:“' . : . " T . ‘

T o . T
t{c) A11 the powers corferred by this section shall
expire two years after the date of enactment of tids Act,
unleas the President shall sooner declare the existing
emergency ended ard the operation of the gtabilization fund ',
tmrmfnakad, but the Fresident may extend such period. for
not more than one additienal year after such date by jro- -
elamat on recomizing the coniinuence of such emergency.'
and v R ' 3 , .

&y % N mpe T

YMERALS ;a agrayh (6) {2}, of Sectiin 43, T tle 11%,
of the iet approved May 12, 1923 (Public, Fumbéred 1@,
?ev~nty~th1rd Lanéress), a8 aunanded, pxovides aimong other
t’ﬁi?\ ﬁ’.’.’ﬁ- . .

1{2) # « ¢ Thé powers of the Prasident specified in
this paragraph ghall be deemed to be separate, distinet,
snd continulny powors, and may be exercised by him, from
time to tine, severally or togsther, whenever and &8s the
qxpvssaed objects of this section in his judgment may
reqaira; except that such powers snall expire two yoars
after the date of enactument of the Gold Aeserve kgt of
1934 wnless the President shall sooner declare the existing '
emergancy ended, but the President ray exbend such period .
for not more than one additional yesr after such date by
wroolamatiun recogniving the eontinuance of snch &margenqy.'
and " :

TEHERVAE, sueh emergeney which existed on Jannary 30,
193&, the date of approval of said Uold Reserve Aot of 1934,
haa not beer terminated by internationzl munstary agreement
ar otherwisv, but, on the contrary, continues and has been .
intensifi@d irn divers respects by unsettled conditlons in
inta*national COmmerce and finance and in foraign exchange;
M(i N i . {
B ‘ o
IEREAS, by virtue of the continuance of such euer- -
gency, it is necessary to extend the period during which
the powers conferred Ly saic Section 10 of said Gold i
feserve hot of 1934 end the powers specified in 88id para-
graph (v) (2), of Section 43, Titel IIl, of said Act
epproved &ay 12, 1933, as amended, may be exercised,

S

|

!
]
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nNO¥, Tﬁﬁﬁh?@ﬂu,,be it known that I, FRARKLIN B Rﬁﬁ&h?hLT
Prasident of the ﬁhltad States of imerica, by virtue of the
authority vestad in me by the Acts of Congress above set forth,
and by virtue of all other suthority in me veahed, recognizing
Fhe continunace of the emergency exlsting on Janvary 30, 1934,
dﬂ herehy nreclaim, ordar, direct and .declare:

-That the period of two years within which the powers conferred
hy Section 10 of the Gold fleserve hct of 1934, and the powers
@paclfi@d in paragraph (b) (2), of Ssction 43, Titel 1II, of
rﬁhe ket approved May 12, 1933, as amended; may be exercised be,
and it hersby is, extend@d fer one additional year from

%January 30, 1936."

kn Aot was. approved on Jsnuary 23, 193/’whieh,amsnés the Guld

R@serve Aot of 1934 by axtending Sections 10 and 12 until June 30,

1@39-

The text of this!Act is as follows:

- BAN ACT To axtend the time within whieh the powers
relating to the stabilization fund and alteration
of the weight of the dollar may be exercised. '

"Be it enacted by the Senate and House of Representa-

“tives of the United States of America in Uongress L

~ assembled, That subseétion (e) of section 10 of the Gald
Reserve Act of 1?34, approved Jamuary 30, 1934, is amanéed
to read as fallawsz

1{e) 11, the powers conferred by this section shall
expire June 30, 1939, unless the Fresident shall sooner
declare the existing emergency ended and the operation
of the stabiliaatian fund terminated.'

? "Sec. 24 The gacond sentence ad&ea to p&ragra;h

‘ (b) (2) of section 43, title III, of the Act approved
May 12, 1933, by section 12 of said Uold Reserve Act

of 19“4 is amanﬁsd to read as follows: 'The powers of
the iresident sgecifiea in this peragrapk shall be
desned to be separate, distinet, and continuing powers,
and may be exercised by him, from time to time, severally
or together, whenever and @s the expressed objects of
this section in his juigment may require; except that
such powers shall expire June 30, 1939, unless the
President shall sooner declsre the existing emergency
onded. '" :

Ain Aot was approved on. July 6, 1939, which further amends the

‘ Goid ﬁaserv@ Aot by axtandlng &ectians 16 and 12 uwntil June 30, lgal.
The taxt of the Aot reads in part as followst

l
b
i
1
1

i
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"To extend the time within which the powers relating ta
the stabilization fund and alteratian of the weigbt
of the dollar may be exercised.

"“9 it enactad by th@ Senate and House of R&presentativme
of the United States of America in Congress assembled, That
subsection {a) of section 10 of the Gold Reserve hct of 1934,
approved Jdgnuary 30, 1@34, as apended; is fuarther amended by
striking out the period at the end of such subsection and adding
ithereta the words ‘and ha tha Longress.

| ,
"Sec. 2. Subsection {c) of section 10 of the “old Reserve
lhet of 1934, approved January 30, 1934, as amended, is further
3amendad to read as follows: -
t(e) A11 the pawsra confarred by this section shall expire
‘Jwe 30, 1941, unless the President shall sooner declare the
- lexisting emnrgency ended and the aperation of the stabiliaa%ion
fund terminated.' | : , ‘

: “See, 3. The second smtenc& added to paragraph (b) {2}

of Section 43, title 111, of the Act approved ¥ay 12, 1933,

py section 12 of said Gold Reserve hct of 1934, as amended,’

A8 further amended, to resd as follows: 'The powers of the

' Pr@siéent sp&cified in this parsgraph shall be deemed to be-
aep&rata, distinet, and ‘continuing powers, and may be exer-
cised by him, from time to time, severslly or together, when-
ever and ae the axpresaed objects of this gection in his
judgment may require; except that such powers shall expire 7
June 30, 1941, unless the President shall sconsr declare the J
existln§ emergency ended. " ¢

&n Aet was approveﬁ on June 30, 19&1, which further amends the
old ?@serve et by'extendinw Sections 16 and 12 nntil June 30, 1943.
The text of this ict is|as followa: ‘ ‘

 "To extend thé time within which. the powers relating to
the stabilization fund and altavatimn of the weﬁmht
of the dnllar may be exvrcised. :
i
YBe it enaete& by the Senate and ﬂoua@ of k erresentatlves
3f the United States of Americe in Congress asgembled, That'
subaection (c) of section 10 of the Gold Reserve fct of 1934,
appraveé January 30, 1934, -ag amended, is further amended to
read as follows! .

i .
‘ "(e) A1l the powers conferred by this section ghall expire
June 30, 1943, unless the President shall soonér declare the

exiating emargencyvended and the operation of the stabilization
fund terminated, '

i
|

s
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"Sec, 2 Thﬂ aeaand sentence sdded o raragraph (b)

(2) of section 43, title ITI, of the Act approved Xay 12,

1 1933, by section 12 of sald Gold Reserve Aet of 1934, ss
amended, is further amended to read as follows: 'The

powers of the President specified in this peragraph shall
 be deemed to be separate, distinct, ard continuing powers,

and may be exercised by him, from time to time, severally.
or together, whenevar and as the expressed objects of this

‘section in his judgm@nt ‘may require; except that such pwwara |

shaell expire June 30, 1943, unless the President shall

sooner declare the existing emergency ended.’'®
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' Gentlemen: | B .
g | 5 ‘ "é‘; ?'{:‘“ T 19',;
COKFIDENTIAL: This letter is not to Ye "J 4
; shown to, or referred to

“in paraphrase for, any one
1 but the officers of the
-1 Federal Reserve Bank of
! "Hew York and the Fedaral
Reserve Board,

; ' R

Pur‘mnt ¢o the authority vested in the Sacretary of the ?reasmry Yy
Seation 10 of the Gold Rasme Aot of 1934, for the purpose of atabilizing
the exchange value of the dalla.r, I heredy authorige and request you, as fiscal
-agent oil’ the United States,: seting directly or through such agm or sgencles
as you may from time to time seleet $o deal in foreign exchamge for the ascount
of the ii‘und eatablished in ﬁaid Section 10 (herein referrsd to as tb.a "Fund®),
as follows: |

To‘purohase or sell, lor agroe to purchase or sell, ab home or abroad, for
sccount of the Fund, ferei.gn pxshme (including foreign coins and .mxrrmim
and /oy ihe coins or hulli;n 1&0 which the same msw Ye comrti’bla} for present
or fu.tulre delivery. The kinds of such fpraign éaééhange to be p\u*a}‘;msad or ~adld.
or agre!'ed. to be purchased or ;BOM". the )rai.tas at which sush gmchasfes and sales
are to be nade or agreed "to, Eanﬁ the maximum amounts to he purchaaéﬁ or sold.
within designated times anﬁ at dosignated places. ‘vill be speciﬂcally
authoriged from time to time ’oy the Seeretary of the ?roasmw and advima to

you by |the Secretary of thes Treasury or on his behalf by an official of the
Trsasu:ry designated for that purpose by the Secretary of the Treasury. The
glving! of each such speeific authorization and edvice shall constitute a

L
determimtion that the tmnsac‘eione apaciﬁcally authorized thamin are sutho-

et

!'
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Effectiwe‘unxil further néﬁice. I have designated the Undexr Secretary of the

" . !‘ (
Traasury. Thomas Jefferson Coo&idgo, as such official of the Treasury who may

l
advise of specific authorisationa in my behalf under thie letter.

It is agraed that in consideration of your acting in accordance wieh this

authorisationt _

. . : !
(1) The Secretary of the Treasury will provide you (for yourselves -
| P ‘

and aﬁy agency or agencles you seleot hereunder) with
{ )

(a) funde in United States dollars equal to the total of the
purehase price of mll forelgn exchange purchased or agreed
to be purchased in accordanca with this puthorization;
| | ,
(bv) foreign exchange as;requirad to fulfill commitments, contracts,
and agreements, for the sale of foreign exchengs mede in
accordanss with thiz au&horixation* and

(e) all out-of-pocket or other neeesaary expenses, and cuatemary
charges (including, vhere loss of interest is sustained, debit
interest at rates current et ths place vhere such loss ie sustained),
incurrea Yy you, or by any agency or agencies selected by you here-
under, in conneotioa with transactions authorized hersundery:
ga) You are anthcr}seq, as fiscal agent of the United States, to pay
. oy ag%ae to pay to yonraélvéu. and to any agency or agencies yau.may have

from time to time selacted heraunder. the funds referred to in sdb«naragraph (1)

(a) abOVQgAJdﬁ‘ : 5 referred %o in suh—paragraph (1) (v)

above. and the expenses and charges referred to in suh-paragraph (1) (o) above;

l

and to charge the amounxa 8o peid to the account on your books &asignate&
"Secr;tary of the ?rsasury Special Account®;

(3) Fo liability w@ll ‘be incurred by you in connection vith any acts,
arran%emsnts. or agreemapts.enterad into or performed im sccordance with this
autho%ization, except for y&uriown negligence;

(h) Enclosed is a form ‘of letter which has been approved by the Secretary
of the Treasury, and vhich yau. as fiscal agent of the United States, are

antho%isad to writa to each:of the sgenclies selected by you to carry oug

S .
i

4

i
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transsetions authorized by this
! . ;
reaeh%ed by you hereunder.

that ﬂt nay re}.y'uxaan the ag"reements made hy you as fiscal agent 61’ the United

letter and by specifie authorizations

You are alao aﬁthorized to advise each guch égemy

States’ in this form of 1etter and the grecific authorizetions given by you
therw‘nder. as binding upon tha United Statea:

(5) You are amhurisod. as fiscal agent of the United States. to agree
with a{very agency selected Yty you hereunder, in consideration of 1.'93 acting in
accoﬁ?nce with your suthorigation to 1%, that no 1liability will be incurred by
it in ‘éonnection with any a&ts. arrangements, or agreements entere;d into or per=-
formed in accordance witli: your authorization to it granted in accordensce here-
with, except for its own ineg}igenoe;

(|6) You are authari‘;ged. as fizoal agent of the United States, to pay
or agr;ee to pay to any agency selected by you hereunder a commission of not in
excéss!af 001254 per;- Frengh frane and .005¢ per Dutch guilder and Belgien belga,
on all }liﬁurehas‘a‘s and salés of, ay agreements to purchsse or sell, 'fcre:lgn exchange :
made mlzder this authorisation through such agency (which connnieaions will be in
addititlm to any rea.snmbla and customary commissions paid through such agency to
brokeu!r for th;e Qxecutiaxg of 'sugh purchases or sales); and

('{i) You are further, auﬁharisea to melke sﬁch incidental arrangements or
agream;nta with any such agencsy as nay dbe necessm or reasonnble in connection
with the purchasas or sales or agreements ta vurchase ar sell herein authorizged
and rez;ueated to be mada.‘ | . |
The opelrations authorised hy this latter have been m:nroved ‘by the Preaident.

‘ g i ) Very truly yours,

/ S{ Henry Morgenthau, Jr.

|
i

B'edeml' Reserve Ba,nk of" Kev York,
New York. Fow York ! '

JOL/Kk | 9 18, 3u

Secretary of ths !?reasw

Enclomo .

AP |
/B 3 ankflin D. Rooaeven '
g THR WHITE HOUSE SEPTEMBER 21, 1934
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| on Satavdny mm. Hay 31, at about 130 Ao M. (HeXo %ﬁw) the

y&&a%mi Roserve Bask of Bew Yorl pedeived an owder from Vhe Mig%
mxé{mk of Swsden ta sell one million pounds at best. Oving 4o the
Wa caused by the foreign situation, and the thimuess of the
Bew tam marked, emplut wﬁh the late hour this order was rmaim,
w,xm.mmm&uammwammmmm
9%&&&@ had to be takaa w the Mltsat&m Pand azeinst w&ww of
gam in Iendom., ’l

sznelpt of this ww was wmi a3 the Sverigzes Hikebanle ham 4n

the mat alvays mtm mm exehinuge Wﬁm in londen, m& theds
m wan Mapa%ehaa aﬁaa- ﬂm close of the Faropsan markets on Jnturday.

\ ]sumww Morgenthan mentiened this cecurrence to kr. mxw. #io-
mml Attnehe of the mssah Pubesey om Momdsy, May 25, and pointed out
mmmw the mmxmmem fwﬁ that itw%ﬁm%
ov&erl of this natore race&ve& ufter the formation of the ‘xﬁwuta W
meond m sinss the mm dumped ome million pounis gn our mavket.

The WW mwﬁm that Barley draw this to the sttenticn of the
mem Tressury so um 1f thay thoaght Swoden should de cantloned ageinst
tma:aeum of this mm. given without eny verming on & W nezicot,
the a‘eeremymummmm to speak o the Swedich jubasesdor in
mmm regarding S.«t.'; the Secretary veld, on the other hend, mw.tf

$he wuuh were not mnm to telte any ection he would do noikfing forther.
In aa} caga, be wmeﬂar. mlaw that ne publicity would W' given to ‘

the transaction.
|
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| the deblit of ycmr szrcnum only to ihe rgtent thoet your macmnt i in fonda.
o .
|
j
| -



http:8:f{e.cu.te

REF’RQDUCED AT THE NATIONAL
SRR gy

TR TR

‘Eh~%hgu6 eircnmgtaneas.

~$ymu c?ase to be the scle ownﬁr.

R

:

‘;f“&&émﬁ" RG 56 |

Entry 6T-A- ‘{707
: Fﬂe S*ab i\z.«u'hon ;

Qm\;

..,,.,....,.._.,_...!_:_...

et

f ¢
[ N 3 ' :...-:;'4 f~'~~"

t im uaseatial ﬁhax ynu maintain with ue: balrnrae
commaﬁsurgta vith ths expncte& aot&vity of th& ancuunt. Yo 1ntares$ ¢sn ba

pwi& b; us an sach halanaaa.

xwmmms , o

e 3aakarsrkﬁes,:,

b %s wxll andesvor to ﬁurcﬁﬁae for your nzeeunt. upon ynur inst!naa :

l

ﬁiong. prins aliglbla dollar seceptances, ané we will guarantéa to you the
l

n&yment a% ma%uri&y af asenptanaea 80 ynrchseed.
|

Such g&aransea uill ran in

your favor oaly and will be’ cann&le& with rsepegt to any soceptences of which

12 st mny time Bsfore ths makarity th@raof

) !
 £lrqusst ue Yo dispoea of ray naeepteneas Hurehwa«é by us for your aceount,

we will eithor {1) pnrohaeo the sceaptences from you ot gar them qwrrent buy-

1ng rmts, or {2} at our: aption. offer the acceptances Tor sale fﬁf your nc-

: i
1
B

count,in the narkat.
: i
" For cur gua?aatse of paymant LY abovm, we vill eharge, for %ha

pr@seft and nntil fnrther nntice. a comsission st the rote of 1/8%& of Iﬁ per
annwm‘aa the face mmount of the scceptances purchased by ue for your account;
and 13 the event of tha rapurnhaae by us of any such Benaptanese or the eale

|

tharaff for youy ancaunt. will rebsate such cozmiesion, at the rate charged.

for Q&uh'full 30 doy« ygniqﬁ rewmxﬂing batwéan thie date of repurchasa or gale
end ﬁhm~&ahs of meturity, exoept that we will mnke mo rebate of conmiseion for

sny garteof the full 30?ﬁa§ periaé fzmedistely following thsA&gte-of orizinel

pnrsh@sa of the aeceptanees for your acoount,

B, Ehitea States 30?@?&@@&3 snd _othey %a&ur&tiae

{ .
s
. Upon your instruptiqns we will aniagvur to purchase or sell for your

«amc@an in tbis market, without coumission charge for our aun servicee, Unitad

Statéa Government end 8thef securitiss.
‘ [

{

" Acting upon your instruciions we
| .

!‘ ': -
i . S ;
I ;

.
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g vlll. a8 agent, alen enser for your agemmt. without eamiswicn; charge for
aﬁééwn. pervicas, uuﬁ#ert;éttmaa to new offerings of "nited Fiates Goverament
boné;e', 'zw'n:tm‘ and coruﬁes%tw ond pubmit¢ tenderg, at prices ﬁxed by veon, in
maé?dance Atk Tresgury faqniremnts, for -!«?‘zslté& Ftates .*?rsamfy h-m.lva. ‘ﬂth
respect to w United !mn'gés‘&wémmt socurities which we pur&h;ezaa for you
or which are allotied to you pursuant o su‘aser!.pﬂmﬁi or tagﬁéga ap éhova»-,
ue@gr&e that, 1f at a;:y time befors the ma:tﬁri,ty thereef you .réegﬁaat us to
Ma@#&w@ of any such a’eimriuee, we will either (1) purchrase such securitice
fmn‘f you at the pﬂc@dfw are then paying therefor, provided we are then in
the mme to tuy such. securitiee, or (2} at our eyuau. offer mwh cacm?l-‘

ties| fnr snle i’ar ytmr aemmnt 4n the aarket,

11X, QINER SERVICES

i

we wi1l perform the following services Ior you, upen the tefms

|
H
i

indiél:atea and ethersim eubjwt to cur ususl mles with respect to the per-

fomm by ag of aixailar saﬁie&u for domestic banks:

A_,Emarkt - of ﬁk:omvl

| '! %o hold = ueame fssued by the Secredsry of the ‘i‘remury of the
ﬁnited Stntas, ;mraue,at $0 the Provisionsl leaticna izsved nndar the Gold
Bemrva Aot of 193% to1 ho‘iél under ecrmark, and to export, gold mow se held Yy
_me fa‘r any foreigh govemmat or fareign uentml bank, or hera&itqr eaat to .
wa i‘rom rhroad hy any foreiga gmamsnt or foreign central b.smk. or deuverea
to ua\ for account of my faroi@ gcvemsnt or feraiga contral bank by the
ﬂnit&ﬁ S5tates or murmant to = lxeenwe granted by the Ssemam of the Tress-

|

ury. }%!uhin tha mxthnrity of. ‘and eudbject to the terms of our license, we
will trpen your instmcuanﬁ esruark snd hold for your aceount, im&iv&dnanv
or aw! fioenl agent, and sﬂbjact to your instmtiaas. gold which is your

pmparty or the ;aroperty of yonr government or of itec exchangs emnmtﬂm

216699


http:purcb",.ae
http:allott.ed
http:St!<lt.es
http:St.at.es

;g{.;azw

REPRODUCED AT THE NAT?

i

G’CLAOS F 4RG 56

Entry(o?-—/—\ 4’707
| File Stghiheethion

Sy, Lo

_BOX*’J“) & 1R

R T e

v
)
'
+ i h
H .
3 .

e I

' or s‘t@biumtion f.s;nd‘t,. providing the ‘ésasg‘é’“-‘f‘?%o:il itioe for the cnstaéy b‘fm such

gold a%s we provide for the t:mmsaﬂy of sur own sinilar property, bat beyond
thet ‘%Mmin@; no raapnns;ihﬂ;.ity. It wil) de understood that golﬁ‘ which you
reque%b s to eorgark i‘ag your property unlese you sdvise us thagt«?it iz the
;are;wx%ty of your gwemw;en%}:ar ‘ai’» ftn efx'cﬁmgér mmlyimuga or xsctgbs;nmﬁén
fund a?,mi tn mueh avent you éhoul&- request us to earmaric 1t in = specisl gold
mecwl% in your name sith & é&stim&s&&ng sywbol, as, for axmplg, "

and advise ue, if you huve ot ;armlaualy dene so,
thet it will be *mxaiarataod um.t eny gold’ which ym; mry rYoéguezt v to esrmsrk
in amﬁ;h spotial .ggold acemt beldinge to your .-vmvamant or its emhanm
aqaa}.imtmn or ss%sbnimuan fund, 29 the enge way bﬁ. :

B.

M&haw 3 S&Xa af Il‘nrai,

I

Doy
‘ . YUpon your 1nstrnetiana snd ne your agent. we w1l an&aavor to buy

and zetll romi@ emhmga far your nccmmt. Hoveveyr, in case uf arﬁera for
fnrsm'%ﬁ delivery we reservo the right to ask you to meintasin with uR s fsrgin

a:gainsctf outstanding aantraﬂn.

| ﬂpw ﬁ‘nur ‘i@stmc&i‘c&. w6 will receive and hold in cuwoﬁé for
your ammt. and eubgact td your immnom anly. securities which are
youy pmpeﬂy. provming the pane faeilities for the custedy of such securi-
tine aa we provide for &ha gustody of our own similar properiy, lmt beyoud
that ‘mming. no r@apnn&ibtlity. In checking or advieling a8 %o mgmritms.
n&mes.:%' or othareise, we win esgume no responsibility with respect %o the
form, 'gm‘nimnsés er vs),:}dit;y of any éeeur‘ity or signeiurs, regardleass of

|

; . 216700



http:repril.ae
http:eJ!;Cha.ng

R -

iy DELASSIFED T RG gg
M'* wmrﬁﬁms_ | | Entry W
- | «By @ vA?A DE’&u Flle S&-m

s o ‘"'ﬂr!w-mmm«-,

|

| E . . ‘ . - .“;5.,%'23, v ‘. o - .
s‘hnthw*or not svoh ehwkmg or advising 19 done by ue porsasnt to instruve.

tions fram yem and rmrdlaes of the form of any instructions,

: !) Yo will ﬁake no awges for haldm mstaéy of 'mmmra neceptancas

, whiah!we have Mhaasd for yaur wcmmt a9 pmma& in secuem 123 berest,

. 'mr af} I?uu&d S‘ann %vsmm% aewtueu. but t‘or holding mmtm&y of other
securiues ¥o wiu. fer: the ;araseut snd until furthefr nnnw, maka ™ emta&y

chm-g!e at the rate of 1{ %th of 1 3361‘ SArN af ‘the prineipal smmmt of such

Mcaru ies.

ls, and other Items, Paysble ¥ithin the

If you aa«éim,,‘ uq5 will act a3 your agsat in the couwuat;{gf gsuch
ohé?‘km notes, bills, 'ami ;’aa’kbot itena ;;m‘bl’a within the United Sta@m. as
ve hsy roceive and accept for collection for your mecount, and w11l credit
thaf e;ailactw praeéedé thereof chly vhen we ‘«rsca&va peyment therefor ia
as%éual and finelly wihétad funds (except that for United Stataa Govera-
mnt chsam snd wmants we will eré;lnsruy give emu on tlm dny of, oF
onl the nezt duginess day after, reoeipt, sudject to payment ‘by the Proasurer
f the United Etatas). In thie connsction we v&nm poing au% thatw. under the
rulm. practices, m:d mmwm. affecting the pmwutauon ami eolleation of
e}wcks aznd other iteamn poyeble in Hew York City (incm&ing the rules,
yr&ctm&s. and cnatomm. of the Hew York Olearing House Assocmtmn) moat of
e;?]wh ghecks and sther itama are deliversd to the pmr banics at or ‘beforn ,
m a.@. through ma ﬁw York Clearing House Mamlaﬁion or ethawiee, gubject
tw the right of t.he ;myor banke to return suck ctzeuks or other ims unpaid
at any tms up to 3 p.m. of the day of pre‘sentation. Gmwguenny, neat of
ttw chaclke snd ather sm vayadle iz Yew York cny wmoh we hamile sre not

[
finelly colleoted vmtn after 3 p.m. of the day of pmaantatiem. whic.h is

mualxy ths day fﬂllwiag their receipt by us. Mimrily. thm*sfor&, eredit

I

e

]
v

| | o R16701
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to ymr &cmt with us fc«r ehacke aml othey iteme pagabm in mm York
City wiu not be gi.m mt«ii af ter 3 p.n. on tha next dusiness day i‘ellov-
ing r;wtpt of guch chook.a am other itoms by ue. mtwa of the col-
mc%itlm and eredit of m)& itsrszs will be forwardsd by smil, ar, if you 8o’
imtmas us. by es‘b},e. |
Mth respect to uems uhwh w msi,va for ecollsetion for ynur goecount,

Fou a.ggree thet, in eonfamity vith the banking practice in this emtry.
you. guarantee a1l enaeravamn%s on such items) and you ggrea to mdemniry us
againat. sad held us hmloea from, sny loss rseaning £yom our hamlung |
s8d @allmﬂmn of mma u‘am‘ iaclmixng the smount of w olain, uoata.
d&mgss. and a:pmwea which wé may pay or lncur if, upon proper evs.&enw
that any endorsemnt on a;ny mh itam is not genuine, corract or regnla;r. oy
vqwn liraper evidence of fergery. a2lteration or irvegularity of nr in any such
item, ¥ws ars c&llud ugon to repay the amount oY any @art of the amomxt which
ue mua@m on tha &m anﬁ creﬁited to your account; end in relisnce upon
such agm&mnt on yarn:' part we will, vhen prasemting or forvarding such

‘ nmas'. place our own gumnm of pricr and&rsamnts thereon. You further
agrae! that all quamtioms with regpect to your abliga&iona by reazon oi’ your

agreamt o5 sbove, and wteh respact to the handling and aollwtlan of mw!x

f
itamihy us, shall be dntﬁrsm& in acosrdance with tho lave of the State of
Tev Yark. : Lo o

| E’er the pmsenmtion of bondsa anﬁ mnpom (othar then bends ami coupong
held ?y ue in custody ft‘;r ;n:mr account and United States Government bonds
and. c:o‘\appns for vhich wé shall mgke mo charge), we shall, for tha present
and uixtﬁ.l further mu@, Boke a cliargo‘ of 1/20%h of 1% of ths fm amount
therm;f‘ with 2 minlzos éha;riga of 25 cenls, ané a like mia{m. aha,rge for each

!

i 3 | .
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igsue, series or m%urtw of bonds or compons requiriag mpat'e.ta presonta~
o | s 4 . .
: i R v :
A 0 %eu. ,

B.|

i
1
5
?
]

 Rayment of %& er Drafte vhich you Hay Prew oa us
éa VALl pay such checks or drafts enly 1f the balazce of collected

fm&&s ia yaar mmt i.s gufficient to cover them, and omly if sneh cheeks
anﬂf drafts are pnwnm to us through maalar banking channele and, ﬂ’,

vhen 80 pressnted, they bear guarantoo satisfactory to us of all @rlor WD
) (i
,&ox%amnta..
|
¥.
L
1

| h&gfar of ¥unds within the United States

\ Ye will act for ym m ‘such tranefers of funde elither by taiagra;)h,

by draft or by adviocs of m&iz. For the hamaung of a large vn}.m' of small

pmmma to othars than banks or bankers we i1l meke 2 elmrge. for the
pre‘s.ent and until m’t.}xar -;mtto;e, of 50 ocents per payment.
.| mossns a cusen

} The servicss mém above will be performed for you without charge
for o'a.r own sui'vxma emt as berein otherwise provided and oxéupt- in gpecial

¢ases where large volume s,a involved or othmr coasidambions gpem to us to

m}* guch charges sﬁvlwhls. end tn guch caces the amount of our ch&rges will
i

be e?mwar of special nagauastion with you,

1

All such charges amé, in gddition, all necessary aut-of-pﬂemt 5
|

pomea meurrad in uunmtlon vith the cperatien of your scoount on our books
or other kmaactlonn zmﬁcrtaken in your behalf win be chavge& tn such
amc‘ﬂ!&tn \ :

V. | GEWERAL PROVISIONS

3» Yo raseyve the "right at aay timé to limit the totsl smount of our

v
i

- commitments to you ian éuarmtaen of Bankers acgepiances and the velune
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Cef mwkm' tfanmﬁma uadertaken by us for your aetount.
o >

- The operaumao of fomisa cenwal hm u our w!wt ave of

mtmss te us nnﬁ imwxedge of aush cperations is eassntuﬂ to proper

1 oredit miatasraum. ?&r thiu reason ve mquest ym to kcaop uve

‘prommly inform& of any subatontial mvemmta of your ma in
\ thig maviet which. m not oonsucmated mw@ ymu- socount vith ue,

iaaa aleo to fnmiah us vith a nat ot the waes of your other nurm-
|

| spondente in this emtry (end fm time to tiss adviee ue of any

?chan@oa thmin) end suthoriss and nqu«et them to a&vim ns. upon

m muasi. of the munt of fundas hala by t»heﬁ for your accm’mﬁ.

¥a Peserve the ra@m az ‘sny time So semiwts thie arrengesent
i

wﬂh you, in who}.s er in pars, upon notice to that offect, mzae;;t s to
trmmtwm prwiaualy initiated.

&?a roqnes% &hat i!’ the foragpmg tarme and aoaﬁ&tiona are aaceptadle

to you. you aignify raur macytame thersof b;f hav&ng your duly smhariwd

nffielor or officers sige m your behslf the acecptamce at the foot of the

o

|

i : :1;
| L
!

i

|
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In order to maintain the stability of the dollar in foreign markets .
during the past few weeks it has been necessary for the Stabilization
Fand to acguire substantisl quantities of gold abroad. It has been the
policy of the Stabilization Fund in the past to ship such scquisitions of
gold ‘to the United States as quickly as possible, using steamships of
U. S, registry exclusively for this purpoee. In addition to the gold
angagements abroad by the U, 8. Stabilization Fund, private banking in-
terests have also acqnired. and shipped large quantities of gold in the
same period. The amount of insurance available to cover such shipments

on U. 8, steamships has not been sufficient to allow for prompt trans-
portation of the Btabilization Fund'e holdings to the United States.

|

. To partially meot thia situation, we have made arrangementa for
shipments of gold on boats of French, British, and Dutch regletry to an
amount of over $75,000,000, tbus depriving United States vessels of the
freight and handling charges on this amount. But shipment by foreizan
linea has not fully solved this problem as we still are holding more
gold abroad than is dosira’ble at this tims, ’

{

| As you know, under the policy of self insurance by the U. S. Treasury,
adopted in this Administration, internal shipments of monetary metals and
saou.rities are not covared by outside insurance. Shipments of monetary
matale from abroad up to the present time have, however, been treated as
an exception to this general rule and full insuranoo ooverage eacured

from private 1nmranee companies.
]
If it ia found that the self :I.nsurance principle could ‘ba applied
" to foreign, as well as domestic, shipments, it will help greatly to solve
the problem which the Stabilization Fund faces by allowing prompt ship-
mants on U. S. steamers of monetary metal acquired abroad without limd¢-
1ng such movements to the amount of insurance which may be obtained from
privato sources.

!
i :

|
i
}
l
!
|
|
i :
!
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!
:
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K _of Now York , v
Mo: CONFIDENPIAL FILES . . - © Datet September 7, 1938.
| ! | Subjest: TELEPHORE CONVERSATION
From: L. |W. Kaoke P _ WITH THE WETHERLANDS

; BANK,
} N

1 oalled de Jongh at 9:1&5 this morning and referred to my cable of yeasterday
(cee enclosnro) raceipt of which de Jongh confirmed. They were arranging ship-
ment per SS STATENDAM of 801 bars equal to 308,134 fine ounces; freight would be
raid by thom a:ml we should pay for ingurance here and debit their account.

1 thsn reforred to paragraph 3 of yesterday's cable and the conversation de-
veloped as follows:

!

K. ‘*I must say we wera fla‘bbargnstad to get your ca.‘ble of Monday."

de J. "II would certainly hava commmnicated with you but there was no
opportnnity. o

K. “‘In & case like that you can always reach me at home. What I wanted %o
isay is this; in the first place I am sure ocur Preasury is very willing
and anxious to interpret the arrangement very liberally, but I want to
refor you to paragraph 2 which, sirictly speaking, provides for the
eonvorsion into gold by us of dollars acquired for the account of the
Dutch Equalization Account and for the conversion inte gold 'by you in
Ampterdam of gullders acquired for our account as fiscal agent. That
13. strictly speaking, the contents of paragraph 2. I am simply epeak-
ing of the literal interpretation of that paragraph. We would earmark
here gold against dollars which result from the sale of guilders as we
hava done in the past.. On the other hand according to paragraph 2
you would earmerk gold against guilders purohased by ua. That is,
atrictly apoaking. wh.at paragraph 2 containa,¥

de J. ”But it atarts 'on the basls of reeiprocity.! We nnderatood that if

&yo’a. earmark gold for ns in Hew York we oould earmark gold for you
haro.

I X
K. mm simply neans - th.at both countries agreed to the sale of gold %o
|aach other.®

de J. "’ﬁe have 1ntexpratod it slightly differently.®

K. "I appraciate that from your operations. I repeat that the '?!;‘roasury
’13 quite willing and. very anxious to interpret the arrangsment very

.liverally. 3Bubt I am sure they would prefer to discuss such opers~
stions before rather tha.n af ter.

i
1
|

de J. 91 telephoned you laet Friday and meat.ioned that we might have to sell
‘&ollara to support our cnrranoy.

K. 'It was for that raason that I sent you my cable of Priday night.
. anevor, all thisa 1: wator over the dam. As regards the future. ny

i ; i« | /éfu ﬂgg,“ ”"‘f/”‘”
! . : ) i {f‘ 7 RN
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pMnt is this that if thesge opers.‘bions asgume too large proportions
I would say 1t vould dbe fairer all around if you aleo used some of ‘
yonr gold holdings in New York. Otherwise a situation might develop
-vhsre you have your gold away from Europe and we have our gold in
Eurc:po. and that at a time when all of Burope is anxlous to get its
€old away from thers. 1f your sales of dollars should contimme
furthor on & large scals I should immgine the fairer division of the
burden would be for us to take some gold under earmark in Amat@rdam
aml for you to rohsso some of yours in New York. If aftor that
nore dollars are needed you vould have to discuss the matter with ,
me! firet; that would ‘be a falr division of the burden.®

"Bnt your gold here can bo ahippod immediately."

“Tm. if fecilities are available' 1f you use your gold holdings hsra
you can also ship from mtordm and replsnish them that vay."

"Inl the first plaoce, 1 vant to assure you that I would have talephoned
you Monday 1if it had.n't boan that you were closed."

"Let me say thet in the fnturo you can probably always get me at home,
thraugh the bank. How wan the market todayf“

"Today it iz very qniat. %’o only sold about $800,000,%

“Aa I indicated in the cable last night, you have for the time being
$4,000,000. If you meed go bsyond that I think it would be very
belpful if you use some of your gold here and give us a chance to
mve some of our gold out of Amsterdam.”

“'Iog vould rather not havo gold in London?t®
“I.t::vould Juss conplio!ate; things for us."
"Boalr about Bruseelal!® |

"!.'hat applies to the wholo continent., Our difficulty is that we

nay. be asked to make some similar arrangement for Belgium tomorrow
ané. ‘the result might be that we have gold all over Eurcpe whén the
Europsana themselves prefer to have their gold here. I think there
must be some even distribution of the burden. For the time being,
at least, you have these $4,000,000 and if you have to go beyond that
I asam you will give me & ring snd meanwhile that you consider using
so?e of your gold hore. :

"Sappo,ae we had to sell dolla.rs tomorrow morning, irn that case we shall
as? you to release some of the gold earmarked.®

| . 3 . :
%1 think that would be a very fair distribution of the burden.®
i ; ' .

!

. | 216707



&e J.

K.

E. !

de J. |

|
|
i‘
:
|
i

i
I
i
’,

1 DECLASSIFIED "’E
Aoy MAMDITRONS
e ’N_i. oA Da*e?__ﬂq

e
{x

(RG-_5¢

Entry 69-A-4707
Flle 'S+°'b i‘&ﬁ-‘&l@n

ak @,‘ eVes

¥In that case wve wm. probably ship gold to you and ask you
t0 emrmark on recotpt.

PYou ship gold here to replenish such gold as you may have

relsased in the meantima? I think that 1s a very orderly program.”

"ibout the small amount that we sold todeg ¥e have sent you &

telegram tolling the exact figure of the gold to be aarmarkod
hare.” .

“Let us have that early tomorrow morning so that we can pub

everything through without & hitsh. Did you have m‘xy ordars
in the market yu%ord.ay?" ' ’ '

“Eowhere. You underetand that while we were selling. d.ullars \
here on Monday we bought sterling and comverted that imto gold,
that vas done partly to be helpful to the Bank of England.®

1 conslud.od by saying that I was hopaful we now undoratoo& each other

perfectly.

IWK KW
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| March 9, 1939,
- TO Mr. Lochhead \’i E
rrom EJ H. Foley, Jr., Aoting General Counsel

i - |
Attached is a draft of a statement which we propose to furnish

Senator Wagner in response to & request from him for information on the

points cdvered in the memorhndgm. Hs proposes t6 use this material to

“ oo i .
educate ﬂimself. I should like to have your criticisms as soon as

| ,

{ :

possmbleﬁ |
} : E.H &, ,JI‘Q

i o
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Statement re Devalustion, Stabilisstion,

b ané‘sgifer Purchase Policy.

Iha purpese of thialste;emant iz to set forth in aaﬁteehaicai langaéga
the factcra laading up to the devalu&tian of the dollsr, and the aubaaquant
eatablishmaut of the ﬁtabilimation Fund, together with & genersl daqcrip~
tion o*ithe purpose and operutian of ¢that Pund. Tha neceasity far-tha X

tensian{af the President's power to further devalue the dollar will slac he

!

diseuaged, slong with arﬂpaagiptian of the sgilver purchase pragram.
!”r&limina&y to such afdiaenssion it may bé well to outline éertain

prineiplas of forelgn exchange which are essential to an understanéing of

the preblema invulvmd in ccnncctian with devalustion and atabilimatian‘

i . The Americsn dollar, ‘in addition to its domestic value, has what may
be uailed & foreign exchange vn&ne, i. €a, 8 value in terms of tha‘ameunt of
givén foreign currency. for which it mey be exchenged. Expﬁrtsrﬁ who sell
gooda!nbramd ususlly raneivm crsdits in foreign currencies which thqy rust
sell}in order to get &apriqangdollars, vhile importers: who buy g@mda abroad

‘may ?e required to pay Torfﬁﬁem'in foreign currencies which they must pure
chaaé‘with Ammricaﬁ do#laré.i ?eraién exchenge is bought and saié'through
ﬁaag% end foreign exahﬁnge b:bkers‘infmﬁch'the éama,mannﬁx . ¥] a‘commadiﬁy
is gqnght-aad sbld,‘an? iés price varies according to supply and demend.
ghug the foreign exghahge)valua of-the”dollar'ia not only s matter of particﬁ»
larlinterest to exportora end importers, dut as e 1mportant fu@tcr in de~

!

tarmining the volume of anr exports and. imports, hmn a diract baaring upon
au% domeatic economy. ' ,. : o

‘ s
' Prior to 1931 noat of the major countries of thﬁ world were on %he

|
!

gnld standard, 1. e., thair mouatary units wore. freely convartibie 1ato

4
i
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gold éf # fized ratlo, snd cavvwraalv gold sxs froely esnvertlble into
theiri&asvt&ry mnita‘ For @xampia, $20.47 was Treely sonvertihle into
one aﬁneg of gold and ﬁ?ﬁvergeiy one sunce of ¥al& whg fraely caévertible
: o _
into $20.47. The nurf@ﬂmiaa of sther nations on the gold stsndsvd xere also
» : i ’ .
f?aely convertible in ﬁglﬁv§nﬁ gold wen fresly corvertibles into such cur-

! . . ; ) . . :
rencles. .ﬂnaaegu@ntiy,gthairwlativ& V&Jﬁ@ﬁ of the ocurrenelss of gold

gtandard countries nmuld, snd aia, fluet umte gﬁlv within nerrow limite,
Thue,; when faglsnd end the ﬁﬁiiad Srtep were both on the gold ﬁtmﬁdard,
i .
, ;
$4.86 was par far the pound sterling (a pound sterling and 34.86 being
i und sterling g

. i ) J '
- eonvertible into the swme amount of grid), snd the rate for &%ﬁrling X~

ébmnggléfﬁnr'mau? orly h;t,wwn $4.84 und $4.28. This w2 true because
{a) 1f the price of at@rliﬁ exeh ag@ To%e %&y@ﬂ& £L.8% por pound 1t ha-

came cheapsr for A&e“ic 7 banks o nateblish sterling credits ahr@ad, for
! ,

the 180 a? thﬁir customﬁr@ in pay‘nﬁ for geode bought abroad, by converting
A&erican dollers into g@kd~ﬂt the rate of 84,86 for the pold esuiwslent of

a pound steriing, aﬁigwing guch gold abroad at & gost of spyroximetely two

i
!

!

;:-§

arsfdite than to

'

aeﬁta for ench such nnﬁﬁ ﬂaﬁ eonverting 1t inte at@glin
ﬂ&tﬁblish guch ored! ts h§ huyinu thes dir&ct§§ st a price in @xc@g@ nf $4.88
per gauné ster} ing; @n@ (%) 1f the price of wtrrk.nr zohange fel) helow
@A.Sj por p@uﬁdr it haegm@‘ nore urafita%15 for imarican banks 4o convert
atarl ing cr&ﬁitn which hhqy hwd sbroad ints gold worth £84.856 in Amories,
pmy th& Loo cents aminvinggcast ta tring the zold back %o the Unitsd Etates,
s Qonvert it into dollars, then to aeil such eredits for lews £hﬂg,%&.8&.
‘Th& psme prineiples 1im1 aé the range within which curremeiss n§~athar

: t - .
countries op the pgold étﬁaﬁard fluctusted in relation to the &mllar.

,
f :
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ﬁs amoOnRE cmuﬁtrias, aeaa or ull of which have left t hﬁ gol& standard,

the &%&iﬁ&t&%ﬁﬂ an the f&uataati@m% of exchsnge rﬁtwﬁ.gﬂinzaﬁ sut above

canseto exipts anaarriml intereourse. snong coundries ceoned funptiau

properly where there 1s uneévtainty zs to the conditions mnier which the
necesgary fineneing 9ill be dene, end uestable or undependebls rates of

%xeh&ﬁngez&rh # westr&luiné infivenes upon hoth sxports and lsports. It

'

] .
ie v%tnllyviayav&&m% to sn ﬁxmortar, selling gpods abrasd wdar & oontrapt.

; ' amzliag for prymunt in ?mr@i&m EUPTANCT , 1o Weow hoy weny units of the

!
ruwranﬁy of his ewn aonn%rv he w111 recelve For hie gonde when the foreign
aurr&#ay is comvarted, A?nuﬁh@ other hand, 17 tho contraet oells $or psyzent
in ﬁ&&lcarranay of the cbn&éry of the expﬁﬂtﬁr,‘iﬁ'1$ eytusliy impﬁxtﬁﬁt

|

to the ’mraign ?ﬂ“?iuﬁﬂ” of the ponds to &nqr how much of hlg owe cur-

|
raney wil& ve T utreﬁ ta pu*chax& the necsagary Torelgn credits,

In 1931 Englons ab%niaﬁﬁu the gold stendard. The pound sterling #oa

|
ro longer {racly ewnv@rtﬁwlrs«nua gold, A sbout the same time, ¥aglends

aouraaiweg follosed by many athar netions, Tha result of asush 2etion waa
PR

thet ! %w eyrrencien of such @onntri«a dapr@ciat@d in teres of the dollar
!whiﬁh'éun%inuﬁ& to ba epnvmrtiblﬁ inte gold et 320,67 per o \m§c$} ~ the
pound gtmriiag f&i&ing‘w§ 1@? §6 $3.720,. A

%hlﬁ ﬁ&gre%&&ﬁinn Sarvﬁd se on incentive for tmericenp Yo gﬁy@hag@
goads Tbrmmé snd ns & aatmrant ta Porelpn purcheses in this wnuﬁ&ny. Yo
11 uﬁtra*a, sn erticle which nold in Englend far one pound ﬁtmr@iag and
shich priar te 1991 wonld h&ve rewired 34.86 far 1ts nurth»&«, eould at

an$\*im@ ﬂurinq 1932 he pnrahaaa@ for §3.30, snd an English. «mga*tgr who

pricr ﬁo 1"11 had b&*n uhle ta parchage @Aaﬁﬁ wsrth of poods in thia e@uatny
| |
i A - ;

i
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for hia paund steriing, at the ssmo tlme in 1932 eoculd purchese goaﬁs rorth
only £3.30 for hie pound. 4s & c@ﬁ&a@u&nce, our exports decreased snd our

imports incrmased with afraéultiag logs to ﬁmsricﬁn indvatry snd severe

| ! { i
' o our demeatic aeon@ ve In addition, during the period thet thie

sitnntion pravuiled tba pratertion afforded to Americen infustry Ly advalores

du&iangaa grestly redveed. Awmericon producers of commadities such es wheet,
cotton, sugnr, stc., kbé,pﬁicms of which are deterzined in the world market,

| ,
likm%isa suffared greatiy 8 & result of the depreciation of foreim furren-
cieé;in’%ﬁrﬁs of the ﬁnariéan daller. %herﬁ sn Americsn cotton producer
had,;kar ] g&van ahipm@nt of cobbon, previously recelesd 1, 000 povmdssterling,
or vig,%m (1,000 = M.%), he would now recelve for the game ahi;memt wnly
rlgo served 4o ﬂ&praaa‘ﬁamwﬁtia

23, 3& (l,ﬁQ@ X J,BO) fhi@ pitustion

pri§$q of such ca&modiﬁge@..

5
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p/fﬂﬁ : ?hm following tab 1& gummarizee the masser in ohieh cheanges in the for-
clgn azrhmny@ velun of th» dbilﬂr sffeots our exparts and imper&ai

SITUATION 1

¥hen o . EeLfeot
' : ' : A ‘
Doller spprecistes in value imerioan sxports
1. & _ t deerease.

Bollar il buy more ygunda, ‘ ‘ Aaprican mports
framge, ete. ? ’ iﬁgr&as@of
o

Aﬁtmta%,esavwraely

Forelgn currencies depreclste in value Forelm expors

ST L ‘ ts U, %, inovease.
' B t
] . - .
Hore pounds, francs, otec. ere Foreign imports
hi R _ .
! ,
raquired to purchsse dollar, froz W. 8. decresse

| v
: 2ITUATION 11

{
| when _ Pefoet
Pollar deprsciates in value: ’ tmoricon exports

[ T - ;' : ‘ inerenge.

| ‘ . . _ '
Dollar will buy fewer g hmeriean imports

pounds, france, &te. | decresse.
; C ‘
P op

i

&t&tad converanly

Forﬁigm currencies ayyraei&te ir value : Porelgn exports

.

L

| L. @ o , to 0.8, decrease.

i . .
?&weﬁ pounds, francs, etc. are  Poreigm ismporte

s ! ‘ :
requir@d to purchese dollar from U, 5. incresae.

@ c e ‘ ‘

| !

| )

j !

| b :

| i

|

. j
i
i
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"The wnfavorabls altmition in which this countrs wae placed ss a re-

@ult'nf the ﬂqpr@wimtiwm mﬂ forelgn currencisa following abandonment of

*hm gﬂl standsrd hv “nglsnﬁ snd the other gountries sho fook 11 ike sotiom

ccvtg‘hutsd aubﬂtthtinl’w Ln the seule eondiilon in whish we !aun& our-

1

ﬂ&iVQ& in Barch 1933, 33 ‘h« ?iﬁ« of the bank holidey in %&rﬁh, 1933, gmlﬁ
|

wa g Q@inw withdrawn snd hosrded x@maﬂaiw r erd, iz sddltlen, there wac o
(

Qmﬁﬂﬁvrtﬁ«’ Plow of gold uut ,,,, T the cﬁuﬁtr;° Aetion of nome sort wse lme

p@ragivm,and on Yaroh ﬁkhaaka weye prohibited, by Presidentiel proclamation,
t B ! : ) i
and Governwent officlals were prohibited by order of the Sesretary of the

Treagéry, from paying out gold. Successive sction baginning with the

|
Exscutive Order of ipril 5, 1933, resuired gold and gold certificates to be

'

3urrﬁ%d&rad to the ?eée&al?rssarve banks snd complete contrql of 81l BRONG~
tary &alﬁ in the ﬂnitad.ﬁtat&a was achieved. The Pregidentis) péoclamn~
tion ff Harch 6 and the fxecutivﬂ Order of ¥erch 1C prohibited the export
o gal@ exeont under regvﬂvtions or licenses.

‘Th@«regulat on of thu =k vhdrawst sand exportation of gold undar
auth;riﬂy gonfirmed in ;h@ Ewargpncy Baxking sobt of March 5, A?BB z8a
con&inuﬁd Yy weriouns %KGGH§1V3 erders. The Jolnt Resolution of Jme. §,

l@?%@amaler@d tha 1ncluﬁigh in dollar obligations of provigions for psyment

in gnl4 tb he zgalnst pﬁb e amliﬁg spd Porbade the inaiaaiaa’sfiaﬁy guch

i

aproviaiana in ablig&tiaaa th@res”tar incurred,

Gn Jenusyy 30, 1934, the Gold Rsa@rvr ot wes enasted. Yhia con-

'

tain@ﬁ, among others, the folla@ing provigions:

1. T48le to all gold of the Federsl reserve banks wez transforred
to the United States. This was essentisl in any devaiuation
progrsm for othsrwise the rasvliing profits would heve sceruved
to the F@daral regerve benks rother: thsn to the United Btates.

i

o

o | 216715
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by proclumation to fix the weight of the dollsr snd had
placed the lower limit at not less then 30 per cent. This

Aot provided thet the weight of the gold dolleur wea not to

!

I

!

j Z. The &ct of Hay 12, 1933 had already authorized the ?reqiaant
|

!

/

; be fixed &t_mor@‘th&n 60 per cent of its oxleting woight.

|

|

' 3. The Becretary of the Tremsury ves suthorised to desl in gold
and forelgn exchange and other instrments of oredit amd
gacuritien ror the purpese of astabilising the ﬁxchangﬁ value

of the dmllar»

4e The wwcretmry af the Tressury was suthorized ¢o buy or mell
| gold nu en operztlion in the genmeral fund of the Troasury at
! _such retes snd upon such terms zs he deomed aﬂv&ntﬁg@aua to

| the public intarest.

; & Prosidential Praelamaticn, January n, i@SA, iseued Uﬂﬁ@r euthor-
l

ity of Seotien &3, bitle 3 of the Aot appraveé Bey 12, 1933, zs emended

by aart;an 12 of the ﬁal& Reserve dct of 1934, fixed the welight of tha

Y
gcla dollar at 15»5/@1 grain& of gold, nina~tanths fine., Thie aetion con~

stituted & reduction e? the gald 1n e doller to 5@.06 pey ceﬁt of the

i
farmer content end g&ve to gold en equivalent velus of $3%5 per ounce.

| The magar part ¢¢ prorit resulting from golﬁ evaluation was used to
smt@bliah 5 tahilizatian Pund of %2,000, eoe,oae. This Fusd was divided

1nte two parts, an 1n&etive part of £1,800,003,000, vhich in st 11 entirely

1n gold, end an active pert of 200,000,000, The purpese of ths Stebile

imation Fund i{s to atabiliae the foreign exehanga v&lue of tha dollar Yy
Ap?«vaating undus riuctu&tians in its value in relstion to foweign ourren-—

cim&. Thie it aceu‘thrwugh the purchase and sale of foreign exchange.

Th@ fﬁllawing hygothetical cases demonatrate the manner in vhiah £t fun-

c%iana: ?irst, let ne aaaume a situstion in which thera has baen an in-
[

eresss in the m&eh&nga,v&lue'af the dolley in terme of the pound sterling

| P
or, stated in another way, one ino shich the sxchange value of the pownd

Etérling hes deeremsed rolative to the dollsr, the rate for sterling ex-

[ .

i’» o ! '
cor ’ i I .

H
|
¢
!
!
|
!
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changq aropping from 3&.7@ to &A.és ﬁue to the fact that thae suaply of

e

aterling rreditm avuilable is at the time rel ativuly gre&ter than the de—

thua rednslng the, euprxr.

* Op® the" oth r!

r.»:

dear@»aa 1n the axch&ngs vmlua ‘of tha ‘doila ¥ innterms of tha

3 b el

ek
i

s

1ing,,ﬁhe starling axohanga rate: 1ncre&aing frma %4.?0h%0 &.?x ﬂue to the

¥ It 13 pxtresely. dirficult £ on nat ﬂgii&ﬁéA%o sq}ge,thé di%gggagﬁ
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likewise wOre offeriny ta‘aﬂll gold to the United utﬂtﬁs an ’@rma sdvan-
I

txgaeus to the ﬂbitad ut«tes. France end Orest Britain were nomed ag
l

aawplyin? with the oonditiana for ths purchase of gold from the. United
i

Ctstes. On November QA, 1936, Belgium, The Notherlands, end Switzerlond
indi%&ta& thelr &dher&ﬁca‘%o the ﬁrinciple& conteined in the %r£partita
ﬁg&e%&ent spd theas coéntr#e& were odded to the list of countriss to which
the ﬁn&tpd 2tstes would sell gold. .

‘% The Stebilipetion Pund has been euccoss!ul in achieving ife POrpose
of . minimising undeairablﬂ day-to«day fluctuations in exchunge rates. Its
merataxistsn¢e hap aiscauragad speculators from underteking raids on our
exehange rates, and wh&t»ia more important, has hed & aalutaxy effnct in
prevantimg the initiatiaﬁ of ourrency éepreat&%ien wars which wuulﬁ be
disrnptivm to world trads.t Moreover, in times of astress in the foreign
axehangs market, the~?nnd,haa undertaken functions norsalky gerformad»by
grivété operators who, §ec;aae of the riakﬁﬁnValve&, hsve been uﬁwil&lng
Yo a;t. There were sevérai accaglons during the last year when the Pund
wne virtmally the only aaurce of dollar exchanpe. Pinally, tﬁa Fund
aervna to protect the doasatic noney and crsdit wmarket from the impact
of 1arge gold 1ossea or gaias. Becauge of the 1arge emount of gold. held
by aur ‘$tabilization Fund, it is in an exeell@ut‘position to pretect our
\craﬂi; bage ag&ina? heavy wiﬁhdrawala of gold. ‘

Sincs the emergency in the intarnationml sconomic field atill
wxieﬁg, the Stebiligstion Fund shonldfnst hé sllowed #o t%rmiﬁatm on

June éﬂ, 1939, but shou{& be extended for a further period., If the Pund

|
i
i
i
|
i
|
i
|

i‘ L
|
]
1
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stabilisation Fund is the s&creqy purrounding its operations.
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|
L

é
were allouaﬁ to lapse, it ia almost certain thmt the same chaatie
wonld exial as prﬁvaile& prior o its creation im 1934.
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@ne eriticism whieh has fraouaa%ly been made with rogpeect tm the

I ‘ T§w~cri-
wng fully answere& hy the Sacreﬁa:y of the Treagury in hié atate~

I

mant before a anb-cammittaa;at the Senate Gommittee on Banking anﬁ Cur-

|
. )
rency
. ‘

i

!

} partxy of sach,
. from the Delly Treusury ftatement that the Stebilization

on Marech 2, 1939. Eofatatsd$

w4 ¥ Fhen eangrass ‘esteblighed the Funﬂ 1t provided
' that an amnusl audit should be mede end that the Secretary’
| of the Treagury should make a report to. the President once
& yesr. There wag no provision for amy other report. :
Congreas evidently racogn&aed thet every precseution ehould
'be taken to prevent sny one from attempting, through ¥mow-

 ledge of its detalled operatdon, to gain speculstive ad-
- vRntage.

It was then knownthet the British Pund wes op-
erated with the utmost secrscy end it was realiged that 8
certein smount afisacracv wag egsential if our Fund wee to

gserve its purposa maat effectively.

"So far &p there is secrecy in the opsration of the

 Stabilisetion Fund of the United States, it relates only

%o the trenssctions snd stetus of the $200 millice portien,

- of the Pund. Th&s account has never been more then a rela-
- tively uaimpartant portion of our nonetsry gold stock.
| is with regard to. this vortion of the Fund thet the exchange
' specnlators interssted in following for their cwn gain the

- day-to-dey apﬁratiane aof the Fund would liks $o have more

It

deteiled information. These speculators camnot now tell
whether the apermting portion of the Fund at any given time
conglats antirely of | gold, or entirely of cash assets, or
They, or any citizen, of courss, can tell

Fund contains et leest $1.8 billion of gold which bes Bever

. been touched. E; ;

i
l

“Spaculntors &auld be the chief beneficlaries from ;

: pnblicatian of alcurrent record of the day-to-dsy opera-

tions of the Pund, Failing to obtein current infornstion,
they would like the detsiled date on pagt operations. fThe
past record would enabla them better to trace the current

activitina of the Fund,

? B
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§ *0ne of the 1mport&nt vays through which the

| Stabiligation Pund helps msintain confidence end

i stebility of exchenge 1e by its psyvchological effect,

' The less the spsculator knows of the day-to-day OPRTD-
' tions of the ?und, the amnllsr do thosse operatisns have .
i %0 be,” .

J i
{

8. 919, the bill now under oanaiderstion, in addition ta extend~

|
1

iug to Jenuary 18, 1941 the pcwern rﬂlating tm the Stahilisation Pund,
'wauld algo extend until tha same date the exiating power af th& Fregident
ta further reduce the gmld c@nteut of the doll&r. ig wap stuted shove,
ﬁ&LthB 43(w) (2}, tit&e 3 of the Act approved Hay 12, 1932 {48 Stat, 52),
aa amonded by aactian 12 of the Gold Reserve fct of 1934 (48 gtat. 3&9)
auth@riﬁcd the ?r@eident to £ix the weight of the gold do&lar at an awount -
not mors than 60 g&r eent, nor leas than 50 y@r eent of its weight at that
ti%e. OnsJanvary El, ?93& the President, hy 8 provlamation 1auued par-
smt to this augmrw,i fized the gold content of the dollsr, at 18-5/71

| géaina«&f gold, nine}t&étha fine, vhieh was approximetely 59 per cent of
iéa former waight. Unless oxtended, the ﬁéﬁar of ths'?raaiaaﬁt to far-
thar raduce the weight af the gold 6nllnr will expire on Jamary 30 of

thie year, .
} Since the Fmrlmtim of Jenuary 31, maz. no further ehanga hap
been msde in the uoight of the gold doller. . Kphhas been at&teﬂ hy'%hm
&aar&tary of the Traaauny, *Thers is neither desire nor 1ntant on the
part of tbis aﬂministratian to alter the gmld value of the dollar except
undar cireﬁﬂsbancea uhich ala&riy demand much ection®. Eﬁtl@ itﬁs hoped
&ut ne circumstanees will arige in the futur@~which wau’d necwasit&ta

furth@r reﬁuet&an cr tha gold cantsnt of %he dollar, it ia e‘iyvaﬁ that

|

!
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o
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&tdwﬂuld be thy unfortun&te 12 the Preaident‘s power to bring about such
re&uct&on wore allowed to 1&98& at this time.i

5 If another natian ohaald devalue its nurranqy for the | urpaae of ob-

t&ining 8 compatitive trade advantage in the world markets .+ the President
shculd have the power to take the steps necessery to cope with such & it~
uatimx; The k:nowledge that the ?reaident, has guch powxer diaermmgrss other

naticna frow exbarking upan such & program,

‘; An objection which hes been raised to continuing the Pmai.dent'
pmmr! to further reduce t}m. welght of the gold d3ller is that creditors
woulﬁksuffar from such mcuan and that debtors would acguire uufair ad-
vantaagas The only wey' t.hat thia could result would be through a rigse in

) the price level am& ccnuequent reduction in the purchasing power ( the smount
of yaoda and services which: conld be p:xrchaaed) of the loan. Heuever, there
ia amp?le pover unéer existing law, through mtrol over bank reserve ratice,
open market oporations, and re&iacount rateg, to offset any inflationary ten—
diency gwhich might be pror‘i;ucﬁd by e further devalvation of the dollar. Fur-
themo%re s the gold cont‘eﬁt of the dollar is but one of several factors which
d‘-etem‘:iue the price level m€ a given "time".

Section 2 of S. ?10 alao aextends the pawr of the Preaiéant COt~

f’erredl by the Act of May 12, » 1933, as amended (Ue8sC., Sup. IV, ti.tle n,
88C. 821 (v) ("}) to. provide fcr the unlimiteﬁ eoinage of silver., Pur~
guant to this sutherity, the Preaidsnt, on I}acmber ?1, 1‘933, issued &

pmelam%ion under which -nawly mined dameetie ail-ver has been received by

the mints for colnage and addition to monatsry stocks at 1 return ‘to the

{
i
I
i
!
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'ainar,af an smount conaiderablv above the world price of silver. Since

Decambar 21, 1933 s numbar af proclamations have been igsmed aodifying the

original prmclamatien with regard to the amonnt to be returned to tbe miner
I

snd extending tha original'proclmmation. The Treesury ig now reeeiving
nemly nined damestic silvmr under guch authority at a return %o the miner

of apnroximately 64~1/? canta por ounce snd 1s making & selipgnlorege §rafit -
of about 65 cents per ounce, less minting cost, since its manetary valua
whenicoined 1s $1.25 p?r ounce (in other worde the Treasury Beﬁartment pays

64-1/2 conts for an ounce of silver which can be coined into 1.?% &ollars).

Aa wss stated above, the wrice at which the frwasury recelives nawly wined
|
domns tic silver is conmiﬂerably in excese of tha worid rries which ig apa

;rax%m&tely 43 eents ger‘oﬁnce. ¥hile this prastice has been criticized
| [

89 a?subaidy to the daﬁngﬁic silver producers, the higher gricafaf ailver

hap ?nablm§~msny mines to operate which could rot have @therwiaé done so
| o ‘ ;

and h&s been an importent factor in the business activity of thé Rocky

Hanni&in Btates, No fordign gilver tap been aecnulredd under the auth-

!
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| EECERF® Wh.. EXYEISIOH oF mmww . J PowEas, rec.
| NERINe REFONE B GONIPRES G GO
; | &amk 3, 1939

i‘ ¥TEUpon ﬁ)m vag 8 dﬁemmim ofif the Pecord.
j ur.m He. Besrebary, mm&awﬁwmm
fmaﬁw%ow-m o

x mmma. mssoaopm@mmmw

. 3 w»aa. ‘&'as. Azl ve Beor a good mony Pemasirs uadp sbeut

ths sotivition of tho Treasusy and othar sgencios of tho Gevera » O3

x vant to askc you this: In eonnsetion with the stabilination fund, has
w&ftha nmmmmmwmw mwwu W#fm&@
govarnent 4a tho purchase of armements of aay other war m&im? :
% Seerotary mmm 1 can answey that wnder dath Yo that aastion:
40,

i Aad T vi)l omewor furibsr. Ae loag ae I an Soervetasy of tho P

‘and as long a@ Qongress wms wo that responeibility, the soswes &o m.
'} anowered yosterday to it defore the Somste cozaittos, and I world 1ike
mmvm@aummwmm 12 we oty Syoomd iavolved {m any

'war, § vould cowo 3o this comindtton, and to the mgm boforo the Senats,
[ 6nd eals for | rections o0 b0 how I should condust wysslf dn

golation So m’ mamamm fand.

' | By, sndvosen. Thon this fund, 790w your sacvor, Mkeﬂwamt
&m 46 20 ot used i ey vennor as poard att&ﬁmwwﬁwﬁmﬂ
| Governuond vith reforense to mpm\ag L mlm to any othopy sombryy

f Seovetary Kovgonthan. MNp. Congreosman, undor eath, 4% fo ot uwsed
,{ that way, direatly at Mmﬁzy.
e, 4adroosn. Bw 1ob £o tura Jush for o fov (uastions ww; yoforopse
T m gm sattor vhieh Lo up before m Sonoitten.
pretary wgmtm oy lew

m& Androson. Yeac

-Offer mmm. ‘hemm 3 2180

f POt mmm {coattmming).
I rend thn Wm
i . mﬁm 1 an e‘&a& 6o heve 1%. :
the go-called Prensd planos,

i Sesvotady mmnsm Ta counsotion with
the Frensh ore paying cash. Phe nobay &6 provided in Sholr budget. They
are aag the ceund macshidory os Englend is using, sanmely, they snthoricp

;’5 thu m ?rma to pay on progentstion of sorbificatos of ke mamulastuvery
; %o the Pederal &ssom Butk of Bow Toxk, The semufacturer of $he planss

i
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"‘“;ﬂia mmoau. o vinwuamau utm ?m Reserva
mamwu. to et $hose paymente. And Yhat s the eznob mesnew
«ﬁm&Wm' ag planen here. And 1 would 1ike alen to add,
42 § soy voluntoer, wmfwwmtmmummm.tmm

hwtyam&&ﬁt&thafmmt. Aud sy long s § ea Seoyol

m&mmxmz ‘ wwmwmawcmaﬁw@
bngon Aot. Aaf I i}

; ol Wmma@mﬁm vhich ,

nt the Joknoos Aot cad I have vofused Go
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fsepetary m:gmm
§ ﬁr. Seshyen

Docesker 1, 1939-

F 2 m@a thin- mw&n@ mm Secvotery yoooived Dr. Poliy Somaryy
congoraing vhom D¢ Vele of the Htate Jepartuent hod wriltten the tecretery
on Hovenbew 30, enclosing a copy of a mmiaa&im dnted Hovesber £8 from
the &e@ﬁm of Svitseriand $o tie Departmant of Strte, end & sopy of the
m%mr'a reply. Hr. Cosbren was gmam Mrim, ths converssbion. ;

14 srmm Yo upmm tm Te. Somayy is o uaburslissd fmm &itizon,
with hemes in both Zaurich and Gonovn, $is esrd fndieates that he is
Prouident of Blaokeyt & Cio. It iz known that Lo bas boen zn advisoy to
osrtaln wgsitaiisw. ineluding tle Esthochilde, in moving fands Lrom il
esuntry o angthor, The lotter under voferenos wag sent by 2r. Pels to
Seerutory Horgenthan mﬁl‘ Iw. Pois bad mentionsd the metber pammny
%o the ﬁemtm ‘

7. Soiovy explaiued w ﬁamt&xy %@ﬂwm the Intovest of mmmm
in dulliing up Feserves of ccmmoditiss whieh Topelt Lo purchoss in this
gouniry, The gquostion ums Bow the Swize offieials shogid keop Ameritan
of ficlals imformsd s Vo sint they were dofng sud how to proowrs mivice sad
assictanse from the Ameriesa offlclals who might bo +11ling to concull with
thes. 'The Seovetnry axg‘m&m& to by, Zomary that be wes Bot aobing e the
eontact Jm‘xm with iwsim Goveromants, Ee sfided thut repently stepe
hed bosn taken t0 mmle arrengoments for cur Sovernsent o lave danipmated
ofPleials rosoive the W&mmg miseiens fren fovelsze esuatrise. Ws
suggested that Dr, Sooary, thwough the Swies Negntion. lears frow the
State Dopartment whet oteps s&wi& be Sakan Co got in touch with Lhese
efficizle. The Seerotary repsated thnat be was not the effiotnl Yo mme.
o, Sownry otated that ho would Ffollow this edvice. In clesing he
thed ho might Bave ono gquestion with respest to geld. The Seetotary

' s&&te& it ‘sonid bo proped’ m hin to bring thie wp with ¥r. Docheon.

f@‘ noon Be. Semary aﬁ!@d, by tolepbene, for en mppointvent i
. czz;ms ts: m 3 at 3 n'alwk today. Or. Somery devworlbed, in some detall,
egosemte siteation & 1. Sultzeriand and alve gave some Lntarosting
cbamtm u&’ @«emw xmammw, te sxpscts ne early internal breni.
dovn in Gepmeny sad mo invasion of Swttzerland by Sermeny. He stressed
tho 4ifficulty of transporting tho msterisds Go Svitserland ubich thad
eouatry requirss for i%e prosent needs and deeires to store up for feture
porcidle use. For this purposs they lnve chordered o small ficod of
tysel ohdps., Those voncels travel light from Feditarronein ports te
the United S%utes since $wles exporbs to our country are oot lergs i
bulk, consioting of such things ue watches, cwbdroideries and ohomlcals

i

i
i
'
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mehumsmwmhw‘. mwmmwwmam of
cotton from the United Bates to the Hediteryescan wis tolivn to o British
port for exesinetion and after belng held for two woeks was flmelly oleazred
but W after ubriking o flonting mine nesy S$he British pors. The 48ate
Zupustaust So heiplag SvAteerlsnd o get o eleavence for dirsst shipment
fron tha Unitod Mates to Heditorvencun ports widhiout $he voessle befng
Bm@t inte Beglieh paﬂm. 1

it vos 1y sdvice tlmt the Swise Legstion amd Ds, Ysmsry cootinue te
Yook Y@ thas Jtate Dopaviuent for umism fu amh preblons, and f:sr
mﬁm& sdvice on nsubrelidy, &te.

&m Somary then raloed the guostion of gold. He ssied 32 it would
Yo pessible for Asericen emporte of foodsbuffe end obhor couwsldilies,
wiich Bwitserlond sow docives bo buy, bo pald in zoid in Switeeristd. Thet

18, the gold would be put in Aseriesn sssw in Svitze¥land, foy dellvery fo
$he i‘faned States afber the war tarsinetes, o within o fimsd poricd of Lime
aftar sueh tormlustien, oF after ehipplag has Become no moemmmi that exsessive
mwwmmﬁmsmwmaaaﬂmwmwmm

ke Swies Wm@mn would be willing to nledge the gold wihich it has
in the United Btubtes. That fe, if the gold ia fwitwerland sheuld de selmed,

or oould not be delivercd bo the United 5tntos within the specified perind,

. Pwitserlaod would pay to the United 3tetes tho oquiwalont emount of gold

held under earuark i this sountey. The wholo webewo fo te aveid the
pping gold from Svitzerlssd to the United Staten, vhlﬂh

Dy, Somory estlustes ab thros per cent, (The {nouraiwe ete today do five

por csnt, this Pate mtag boen eotoblished cinee Br. Somary mm&w

arde Mu salaulations. ) ] .

t mwa Dr. Semary Af 1t would nst e proferabde for Switesrlend to
aemim to Sranafer gold fvon SHwitzerlsnd to this countey vhile vensels
msﬂum% suoh as 'the Italian ebips and perheps the Awericss
vessels, Yashington sad Henhattan. 4o vemsrked that this chonnel might
Yo elama shortly and Wn eosplained shout the o GIPORKG.

S m& U, Seamey cm n kag boen eur prastios slsow ﬁsgm Dogan

ot 80 7018 oxnent on 851ivery ab ¥ew Yok, That i, the United
Statos Govsroment will not adqulre 8iile to gold adrosd. In thle present
s.mtma such o plen as ho eontewplsted would oblige this Covermwent ov
en agendy thereof to toke $itle to tho gold and in Susw mobe dollevs
availeble to the imeriosn cuperters, Thare le so vay of knewing Bow mmeh
tm i% wpuld tske bafore the gwlﬁ in Switzerlend could Ve trsasported hors,
4 m @,Ww;";.@mmemw 3;,”,. pdd o W‘mawmm&w&mﬁmié gation

Pond wonld sot wndspdslie such 8 ' it ‘%wm mmg%» i t@m ‘ﬁm
hwmr, tim 1 would think ms* m@ msﬂm and glve hin swah ancwer ag
) 4 mammm %lmmmm&amma&wwmmw roburn feon
& sontemplatod visit te Gilaws., He sald that bhe 414 wet desive to wwa
thds pom 17 §b 2Aght bo fon ALfionlt. |
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ﬁm Switserland, one of She fow pemainieg des Sure

‘me wlth we undoy the fripartite ﬁmﬂwm m g $53%

: wmg by ths gold standard, wve naturally sheuld be inell
 We Ui (1) mgg thess poopie, mwsax u are
e impaviunt Ww ef :m w&xm g  g9ld with
' : fov_thage cempolisiss, 1 be -ﬁm the ﬂW&iaM%m
%mm wﬂ mm u u t‘mimw WM& If 4% 4id, wo would lave te
mqmﬂ the segregnbion of Swiss gold hold af Hew York, wuffictent o
cover eur riik. Ms would tie up the pladged gold in Hew Ywm 80 that it
could not Do Sranuferred inte dollavs to pay for Sviss purehuses.  The$ is,
tbe Sviss cennol make the Swo supplies of gold, ono fa &w&waﬂwﬁ and gne
in tho [Untbed States, funcdlon sdmultaneously us the esls for oredit, 1If
the Tremsury iv willing, sbd'I recomsend $%, thad the Pedewel Reserve Benk
éontinue to grent oradits to central bauks agalavt gold pledged wish the
Fedora) Heesyve Baunk in Bew Tork, this eight bYe tha bood way to halp &he
Swise, |Lf they are not disposed to sell thelr gold mov ia Mow York, I
sti11 shiuk tshey shownld amm %0 trensfur gold bore frou Uwitzerlend.
I seuld dlsouss the proposition vith Covermor Harison er M. Enche,
;wwim thope 1o no qmuuen iz our niznd ae $o w other poliey.

i
[ Sepesber ¥, &3;933' -1,
| |
t m;ﬁo DO Mwwismw 2, 1 apoke &6 the ﬁwmtm ia
wmz«&‘ﬂn the go)d propseltion sdvanseld by Dy, Sowary. The Sesretary
sgroed | vith ne that the 28abilizatien Pund should et tolco G4l to 2old
L 53 wmm asd veald vet M of asststnoce i Ohe coubcmpioted eporation,
the Sescrelary autbovised ue to take the mabter up with ¥r. Zncke. In
thia mm&m. the Sesrebary appréved sy tdee $hnt the Twosenyy should
not nov take any steps tounrds ebanging the prasties wbieh has bom
i‘auma w the wmm Losepve Yuok of Dew Yok in wﬂw Mﬁu
sarnaried with u by centeal benka, e , vant
; 1m gha business of grasting evedits te amm b
f préfey wob Lo “mmmgmx,émfwmn Giedi

Mgmm,m 89 48 a3 gounty iy e
“ooeupied, with, tw mmmmw o %ﬂs&ﬂw ovey m wmtmm

M 10130 this mmm l told Wr. Hucke Yy Yelephons of M. W’
proponiticn. 1 told him'6hat I had not subuitbed o formel memovsidum
upen the subjeet, and had B0t even suggeated So D, Somary m «pmmxm
of %hn Pedoral Zeessyve Bagk 'of Bew York dofag sobsthing in the premises,
since 1 fived desized to ledrs whethor tho muSter wes omo which tho
wmmmwmmuouuwm #r, Laske thoughd the
sonditiens for repaymest of the loow so useertain avd compllionted that
his kam wiuld not Be tutmm tharein. Whemm. the am&iw uhliah
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! doral sezve Bank hag awa 48 {Bo past to ceubzal bauke ageinot
ia Hew Tk bhove bBota #inost esclusively for §ho purpose
sgp nosded soosonally. 1 agroed with
Enoke &m mg m not tees to to 4 proger dase %o refer to hie
bmk:, m%i& told hin thay I would sluply edvice Dr. 2ouary Shed Gheve

vas pothdag § could wuggent, exsept to oantisus o ship gold ¢ thie
wﬁw; &mmi% of cost, 4f it eppears that his puvchnces on %his
pork '3 reguive furthar fusds $han aamm svailalle Love.

K

|
|
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Ny dear Senator:- i |

]
to several Jdiff rentelnternwoiatwonu
I obtain the 1nfornaulon yvou ask I will endoavor to answer each of

them separately. | » :

T A o o o
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;October 24, 1939,

E
I should 1159 to answer in some detail the questions . in your

letter of October'l? an as to clarify certain aspects of problems
Irelatlng to gold, | ? ‘

You write: ,
"1 assume that you are continuing to purchase at 435
an ounce, all forelgn gold thet is offered. 1In view:
of depreciated forelgn currencies, is not this eguiv-
alent to paying considerably more than %35 an ounce .
so far as the »orazgn seller is concerned?" i

. i :
I am uncertain wuat vou mean by this question. It 1s subject
and to make certain that you

l

1, Dobs the guestion ask whether the foreign seller
of gold receives more purchasing power over zoods and ser—
vices here than he did prior to depreciation? If that is
the sense of your question then the answer is "No", The
#35 per ounce (less L/? of 1 percent) which the foreign
sellar of gbld’roce.ves probably represents less andicer—
tainly not rore purchasing power in terms of goods and
services Ln thlu country than it did before the depreci-
ation of currencaes in recent months, Such 0urrhaulng
power of %?5 in the United States vurles, of course, with
changes in D?lCPo of goods and services in the United States.

ince mos t,goods and services that can be purchased here by
a resident jof a foreign country have risen in price during
the past two montbs, it follows that the foreign seller of
gold probably zets less goods and services for his %35 now
than he did a feW'msnbns ag0e ' f
i

2« Does the gquestion ask whether the foreigner can get
more units/of hl ovn currency for gold by selling it in the
United States than by selling it in his own cowntry? If this
is the sense of your question, again the answer is !"No'. We
pay no hngherlmrlce for gold (al owing for COﬂAiuuicnS, hand—
ling chargrs letc,) than other countries do, After a foreign
seller of gold converts the dollars he obtains for his gold
jnto sterllnv for cxample, he finds that he has approximately

1

i
l
|
!
|
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the sameramourt of money as he would have had if he

i
I
i
I
!
i
i
]
|
1
5
Y
!
l

1

eySQ et 0213239

e TS

|
i
|
?
i
i
s
i
|

{' | Entry 69-A-4757
Fﬂe -S*a»b‘uhaw\r on

had sold that gold in Londen, {(For a further expla
nation- of thls I refer you to pages 7,8 and 9 of my
letter to Senator Wagner, dated larch 22, 1936,

copy of whlch is enclosed for your convenlence ) :

3

of his currency°
the ans r@r is clearly "Yes",

]Doea the question ask whether the foreigﬁ
seller of gold gets more units of his local currency
for his gold now than he did before the depreciation

—

If this is the sense of the queotlon,
That is exactly what de-

prec‘atlon of a currency in terms of gold means, namely,
that each unit of a dcorec1atea currency is oxchangeable
for 1ess'g01d. ; ;

.

seller ohta;ns for his
serv1cag,at home
he obta*ned for his gold before depreciation?
to this gues

if at al?

of gold tham he did before.

I

1 : ‘
'Does the question ask whether the greater number
of units jof the depreciated currency which the foreign

gold can purchase more goods and
than could the smaller number of lunits.
The answer

tion is "Probably yes", Prices in the country
of 3 deor9018ted currency do not usually rise as nuch as
the curronqy denreciates for a considerable Dorlod of time,
During that period the holder or producor of
gold will get more local goods and services for an ounce

Rut he gets more goods only

if he %u(" goods at home; furthermore, he gets more goods
for an ounce of £0ld not because we continue to pay 535

an ounce' for| gold,

units - of 1tsicurrenCV‘ior an ounce of gold, ;

but because his ovn country gives more

hen Le%em in the context of Vour whole Jetter one further
possible lnte“pretatvon of your question suggests itself.:
be asking whether the recent depreciation of forplgn currencies will

of itself lead to an'lhcreaqel inflow of gold,
of your guestion, the
possible to foretell
upon our balance' of hayments,

nswer is "Probably no'.

You may

"If this is the sense
It is, of coursa, im-
at this time the total effect of a Eurone at war
The specific effect of the' recent de-—

nreciations of 10r91~n currencies, however, would clearly seem to
mwwﬂewntMaanvmdmﬁm a reduction in gold offerings:,

{
ation of forewwnlcuyren01e vis—-a~vis

Depreci-

the dollar means that American

goods ano oCTVlCFS are less attractive to the foreigner because he
must give more of h1 owr. currency in exchange for a aellar's worth

of merchandise tlan{;ormcrly

In other words, the deproc1at10n of
. foreign currencies is a factor which operates in the direction of

reducing our cwmortg to and increasing our imports from the countries

involved. Thuc,tne teffect of the change will tend to reduce our
favorable ba?ancc of trade and consequently such inflow of gold as

may be uttrzhlﬁa slelto our export surplus,

Tt is true that price

hanges may in t;mejoff"ﬁt the effect on the relative attractiveness
of foreign and merlcan goods initiated by the depreciation of foreign

currencics Jut oven
take “Tace for nOW@ t1me.

I
H

!
|
|

in normal times this adiuvstment ugualJv does not
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You ask the ifurther question:

o i 2 ol XEDDZ,
N

"If we put-our foreign trade with belligerents on
a strlct tcash and carry! basis, will it not be :
likely 'to substantially increase this inflow of
| foreign gold - perhaps to so dangerous an extent -

that we finally shall practically monopolize the
wgrld's gold supply?®

-The prohibition,of credits to belligerent governments may
ipossibly have the efféct of reducing our exports to belligerent
‘lcountries. This might in turn reduce the value of our total ex-
norts compared with what our exports would be were the prohibi-
tion not included in the Meutrality Act. VWere the belligerant
*vovernmcnts to purchase some of their imports from the United
‘States on credit, a portion of the payments due us might he
postponeds However, whether this postponement would result

gven in a temporary reduction in the inflow of gold cannot be
forecast because: !

|
|
}
¢
! .

(1) It is not known what proportion of the dollars
used for payments would be acquired from the sale to us

|

!

% of gold, andiwhat provortion would be acquired fromcﬂhur
; sources. ;

| (2) Tt:is not known whether an extension of credits
to belligerents would result in greater purchases from the
United States or whether there would simply be a substitu-
tion of some credit nurchases for cash purchases, Only in
the latber instance would it be possible for nart of the
inflow of gold to tho United States to be postponed, In
the former case it would mean that the gold inflow would
be the same over: the short period of time and would be

- greater at some subuooucnt time when credits were liqui-
»dated.

You ask thiékfﬁrphey qusstion with respect to gold: ?'

"Would this (increased inflow of gold) not ser-
; -iously threaten the world's subsequent return to
1 the use ;of monetary gold - and this relatively

i threaten the ultimate value of our own enormous
E

1

gold hoardQ"

This war demonstratou, if any d@monstratlon were needed, that
golc constitutes the best form in which foreign exchange resourccs
can ve held, BEven under the most difficult conditions of war, bel-

1Lgercnt governments Wthh possess gold can buy with it anythlng
- that 10 for sale; !

| - | 216731
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The new situation in world trade brought sbout by the war in
Burope will, of course, introduce some changes in the distribution
of gold amonn the natlons of the world., Belligerent countries will
wrobably lose gold but numerous neutral countri ies, which now have
Iittle gold, may be put in a position to increase their holdlngs as’
d resuit of improvements in their trade balances. As a conseque nee,
he war may well have the effect of causing a wider llstrabutlon of
golo among the countrics of the world, Such an increase in gold
holdings Dby manv countries would give more countries a stalke in the
contunuatlon of gold as a medium of international paynents, The
£0ld producing countriés, of course — 1nclua1ng the Dritish Empire,
wnlch now produces half the world'“ gold -- will continue to hdve a
Ynta’ interest in the uoe of gold as a monetarv metal,

i
'

These consider ations, as well as omners, indicate +hat gold will
émerge from this disturbed period with added prestige as the inter—
Qat¢ox 2l medium of,exch@ngc. For further discussion of the future
’sefrlncus of gold as a monetary metal, you may wish to refer to

pages 16, 17, 18 and 19 of my letter to Senator Vagner roferred to
abovb.
i : o « '
! Your last question on gold relates to a suggested change in
Tur monetary policy, You ask:
| .+ U8hould not the purchase of foreign gold be cur~
tailed and re—or:cwd at least for the period of
the War?" '

I am not clcar Whetncr'ﬁy re~pricing gold you have in mind an
increasc or a dccrease; in the pPICP of golu. I wudgo from the con-
ﬁext of your Lgtter, hcwvar that you are inguiring about the ef-
f cts of a redu3ulon in the dollaz nrice’of gold.

My - V1eWS'w1th espect to the consequences of reductions in the
orice of gold are full 5 set forth in my letter to Senator Wagner re~
ferred to above., The discussion appears on pages 13 to 16 of that
letter, and I think it may be appropriately re-read in connection

with your inquiry.

3
i You raisc thg question of the advisability of reduycing the price
eof gold "for the peridd of the war". Any substantial change in the
orice of gold which is knovm to be temporary would have seriously dis-
ruot”ng influences on trade and 1ntprn.tional capital flows. It would
lintroduce a still greater risk element in business relations with for-

cedgn countries andd would moreover, increase world snoculatlon in

idollar exchange.

! : e o .

; 1 now turn to the question in your letter referring to the
|

I

i

i

Stabilization Funq.

|
|
i
|
t
I
3
{
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, You write:

[

1nfornatlon - whether the stabilization fund is ‘now

being used'in comnection with the stabilization of

the British pound and the French franc;and whether

there is any stabilization agreement under which we

continue to operate in conjunction with England and

France or any cother foreign countries.t

y | C
When I appeared! ibafore the Senate Commxttce on Banklng and

uurrencv last ¥arch, Senator Taft raised the following guestion:

; "1 should like to inguire - if I am entitled to the
|

' "Suppose there is a foreign war and suppose you go out
and do what you can to buy $2,000,000,000 worth of
pounds: Isn't thb effect of that to give Eug.end
the povier to buy $2,000,000,000 worth of goods in-
this countrv under the cwsh and carry prov181ons?“

I would 11kc to reaf;lrmkthe position which I took at that
tlme My reply was, and stili is, as follows:
}
: "Senators,;if there is a war in any foreign country,
! before We would use the stabilization fund or any
% - money in the Treasury to assist any country in prose-
‘ cuting that wayr, I would come up before the proper
f committée and ask for guidance."

i "~ The stabiliz atlon fund is not acquiring any currencies of
belllnerent countries and -is holding only a trifling amount of
fore1gn currenciesiof belligerent cowntrleq acquired leong before
the outbreak of the War, :

!
i

| 1 trust that th:s furnishes you with the infermation you
requested.

| - | .
§ Lo Sincerely,

Enclosures,
L (Signed) HENRY MORGENTHAU, JR.,

- ' : Secretary of. the Treasury.
Honorable Arthur H, Vaﬁdenberg,

United States~5enéte.

i
.
P 000
1
¥
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| ¥y dear Senatort | ! ‘

I have your *etter of Octabar 19. in which you
refor to reoent disuumsiana en the floor of the Benate
-with referange ta tha aparmtiona of the Stabilizetien

Md. | ! o

| ‘ 4
0f eourse, ms‘the Treasury D@y&rﬁmﬂmt hue at all

‘times made eclesr, the Stabilisetion Fund hes never been

used to support the ﬁnrrancioa of sny foreign country but

. has been used uolaly'tor the express purpose set out im

the Btatute purauantlto whieh it wos cresded, namaely, »

to stubiiize the exuhﬂnge value of the doller., In comnecticn

with the cawwwing aut of wuch purpose it hae boen necessery,

@& wes ezplained at the hearings last spring ou the bill |

 $0 extend the Stabilizutl 53 Fﬁnd powars, for the Fund to |

- aoyuire foreign currencies frgm time to time, I should

- iike to stute, however, that the Stadilicetion Pund is mut

- sequiring any currencies of belligerent countriss ond’

18 holding only trifling amounts of foreign survencies |

- of belligerent cuuntries =hich were aaquirea long beiore

the outbreak of tha ua21 _

|
! |
i
1

Sincerely,

)

t

! X .

I . - g ' ' 1. - .{..1
5 (Gigned) H. Morgenthat, /1
i

\

{

l

l
i
|
|
1
!
I .

l
| Honorabis Robert F. %ﬁgnar
| Chelwrman of the Sanatc Comnitéoe on B@nkina and Qurrancy

 United Stetes enmtcl S |
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ROBERT F. WAGNER -
U NEWYORK

irn

Qiﬁmieh ,g){afez ﬁe'na{e

WASHINGTON D.C.

: Ootobé: 19, 1939

The Honorable ' , | . I *gﬂ
' The Secretary of the Treasury T R
Washington, D. C.

HMy'dearLMr. Sécretary:

S It appears from recent discussions on the

' Senate floor that some of the members are fearful that
the Stabilizetion Fund is being used to support the
7. . . - currencies of Ehgland and France during this period of
CNS SR war in Europe.

: I know that you publish quarterly informa-
tion which reveals the operations of the Stabllization
. Fund, but as I understand it, the information concern-
‘ ing operations during September will not be available
in the ordinary course of events until Januery.l, 1940.
- .In view of the gquestions which are being raised at .-
- 'the present time.as to the operations of the Stebiliza-
~tion Fund, I would appreciate it if you would advise me .
as Chairman'of the Senate Committee on Banking and Cur- -
... . .. - rency whether the Stabilization Fund is acquiring the
w75 - . currencies of England and France or whether the Fund is
I supporting these currencies.

« I appreciate the reasons why the Treasury -
Vwould hesitate to meke public any information concern-
ing the scope of the activities of the Fund without °
.the lapse of an adequate period of time but under the
circumstences I hope that you will be able to make an
exception in this instance.

Very sincerely yours,

R16735
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MENCRANIUM FOR THE F'{LEE : |

o :
! Transoript of 1e%ters of aushorization to C, M. P. croaa
to. mke cartain paymenfs frm the funds advancad +0 him from the
S+ab111 zat ien Fund, ; :
!
|

Origtnal leﬂer dafed .Tuly 28, 1985
P . Quarterly Total for Fiscal

A

Name | a Pa yment - year Yoar
H. i, Cochren | $280.00 $1,000.00 1936 ~’//35 - é/ 3"/3 -
W. Butterworth, Jr. 260.000  1,000.00 1936
Joseph Flack | 250,00 1,000.00 1986 . '
Lettok - February £, 1937 | ‘
Mr. ! Cochran f 780.00 . 8,000.00 1937 ?/f/ 36- 4;/3 &,/37 :
Mr. Butterworhh A - : -
Mr.|Flack v - ‘ - -
Letter - March 4, 1937 N g
o - o , ' Jan. 1 to Dec.
Mr. E Butterworth - C a5%0.00 1,000.00 31, 1937
r oy : -
Letter - June 17, 1937
P ‘ . ‘ ?mcel Year
Mr. Cochran - 750,00 3,000.,00 , 1988 7//3) - ‘/3 o7 ¥
| ‘ "

Lokter - Oot. 11, 1938 . amen&ing letter of Mamh &, 1937 1ncraaaing
{ : Bu?‘bemr*h'a peynent from 3250 to §375 per
quam:er for pertod from 7/1/37 to 13/31/351

|
Lettar - Feb. 2, 19:’58 - amandmg let+er of Octoter 11, 1937 - authorizing
o ) paymen?s of $376 per quarter to Butterworth
! ' from 1/1/38 to 6/30/38, *otal $750.

P

letter - June 10, 1938 | |

Quarterly

N&ﬁe o Payment Total ¥1 s'cal Year
Mrz. Cochran $750.00 3,000.00 1959 ~ '7/3 §— L‘/ﬁ*y/-? 7
750.00 3,000.00 1939— [

Mr. Butterworth ;
{ H

1
|

'
i

| . | 216730
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:
\Latheg - March 16, 1938
: ! ' b Quarterly
| Neme Payment
;. A
o -
Mr. Heath 280.00
Letter - June 13, 1939
Mm. COOhran 750.00
Mr. Butterworth 780.00
Mr., Heath 250,00
|
N
|
¥
|
|
L]
3
!
i
|
1
}

AUGUST (26, 1939
o'n/muB

|
|
|

i
!
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Begad—
Total Xgar—
:  From
500.00  1/1/39 *c 6/30/59
Fisoal
Year
3,000.00 1940~ 7//35 — /3 0/nD
- 8,000.00 1940 // / 7
©1,000.00 1940

2

A
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TREASURY DEPARTMENT |

i

b ' ; | Washington

| ; . '
FOR IMMEDIATE RELEASE, Press Service
Saturday, December 20,71941. ’ No.' 29-18

| ’ ~

Secretary Morgenthau today announced that Harry D White,
Assistant to the Secretary, has been assigned full responsibility
for all matters with which the Treasury has to deal that have a

:bearing on foreign relations |
f Mr. White will act as lialson between the Treasury
Department and the State Department, will serve in the capacity
of a@viser to the Secretary on all Treasury foreign affairs
matters, and will aesune responsibility for the‘managenent and
operetion of the Stabllization Fund without change in existing
procedures - ‘ |
i H. Merle Cochran; who has been directing operations of
the Stabilization Fund since September, 1939, has been recalled

to hie post of Forei@n Service Officer in the State Department

1
\
|
|
|
i
|
i ~000-
H

|

|
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PURCHASES BALES NET PURCHASES
From Foreign Banks To Foreign Banks From Foreign Banks -To Foreign Banks -

oo~ - COUNTRY- - - ~—-- - - --gnd-Governments- --— — —and-Governments- - -~ —and Governuents. - - --and Governments -~ -
Afghanistan - $ 4,438 - $ 4,438 i T
Argentina $ 63,079 131,261 - 68,182 _ NI
Bank for Intornatxonal Settlemants 23,726 s $ ;g’ng F i
Belgium 1950 10, 4 3 et TS e
Brafil - 395466 z?‘/éc - 1'9'*663- ""6',3 % E;
.Chile 6,145 - %f 6,145 - SR 2!
Colombia . 18,463 - 18,463 - ! ’—';;’c L

- Bngland e el ORI PR 19818’406- - - - ...--7_1,818,406..‘-. . ——— o e ',Eg . (j)_‘:_
Finland. - 5,574 - 5,574 - R e Z.
France -- - -~ - - oo ~-903,211 - - - = - B - -903y125 - - - S i
Guatemala - 3,006 - 3,005 ] ©
Haiti - 150 - 150 5 {g {
Java, 12,015 96,988 - 84,973 , E {
Lithuania - 2,240 - 2,240 , e o B
Mexico 33,523 11,970 21,553 - o .
Netherlands 199,540 - 199,540 = =
Niceragua 517 - 517 ks volisylusll v
Norway 17,482 - 17,482 -~ g, %ﬁ'g Q
Peru 4,096 997 3,099 - T ' B
Portugal 1,552 26,931 - 25,379 - Ap g
Rounsnia 19,591 26,480 - 6,889 MR
Russia 2,250% 2, 250 - - : p - |V L’\
Sweden . 238,260 238,260 - ' &;& 0N
Switzerland 165,035 32, 415 132,560 - I~FHN
Theiland ‘ - - 9,000 PR
Turkey R BRI 4,552 3,126 - 2. ;_,_" O
Uruguay ' L 5,212 - 35, 044 22 19
Venezuela e T T 5,976 5,976 - £.06
-Yugoslavia L R —23,071 5,005 18,066 : - s
o e "TOTAL 633,206 ’ m
E ini o \x‘i P "f s ; i o e

GOLD PURCHASES AND SALES BY FTHE FEDERAL RESERVE BANK OF NEW YORK
AS FISCAL AGENT OF THE U.S. FCR ACCOUNT OF THE STABILIZATION FUND

DURING PERIOD FROM SEPTEMBER 5, 1939 TO SEPTEMBER 5, 1941 INCLUSIVE

(C00*s Omitted)

NET SALES .. - .

* Not shown in this total is a direct purchase of gold by tha Treasury Department from the Us5.S.R.
~ the U. S....R. wes advanced $10,000 000 ageinst this purchase, dehvery terms be:.ng 90-days.

Cn August 16, 1941'“4

Foreign Exchange Division

December 2, 1941

\;’;;'\' % ,,J’{ e
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W \Mab m‘m.ow €5 4 goléd is held at the Pederal Roserve Bonk of ow
Yori as collatoral. The veto of intorest is 1/2% above the current rediocount me
_wmrmmwauurm

agils Oa July 15, 1937, the Preasury onteved inte an agrecuent with the

‘ od Stabes of Brastl, whish espives en July 15, 1942, Ve egreed to purchase
nilreds up to 8 total valus of ,m.oeo. with Brosil lsaving oo depostit in Hevw

Yorit gold collateral to mtn the ¥ s of the milrels by Brasil, The rate
of interost 48 1/2 of 1§ adove the carrent rediscount Fate of the Federel Beecrve

Bank of Hew York. There have boen tronsactions under this errppgement, but st pros-
ent wo are holding 5o uilvels,  Thie agreement also provides for the svsde of wp 80 =
2 zaxioum’ amount of $60,000,000 ta g918 by the United States to be hold wador eermark
in owr mta for the agoount of Brestl. Thie agroement was nodificd on September 2,
1938, to pﬁmﬂ Brasil to i gﬂi from abrond to be held 4n this eormarked sccount.
Up to Jugnst 30, 1943, m.&ég.mwummmmwuw Erasil and
m.ssa.m.w bed besn shipped X Erasil to Nov York to be held uafer earmark.

atina: On January 1, 1941, tho Preavury entored ints an egrecment with the

0 Central do la Bopublice Arvgenting aad the Goveynment of Argentine., Undey this
agrooment wo undertsks to purchase Argentine pesos up o the oquiwalent of $50,000,000
U.8. curremey. 5o collateral is required. The intorest rate Lo fized ot 1-1/2%.

Tho ammt ¢ones into operction and effect upon ratification and confirmation by
Argcmm of the gutbority unier its sonstitution and laws to enber into this agrec-
mont. Up to the mmt tine the foregoing comditions have not boen met and the
agreencnt ¢ in tive, The agreement was drefted to expire on June 30, 1981, 4n
oxtonsion of the mm Bas also tecn Arafted, bud cennst bo made offestive until

the Wﬁ itsolf bscomos opevative.

Ghtnar | On Apeal 1, 1941, the Troasury eatered 1nto an sgrecmant with $he
e.mm%vemzermmumurmmmmw Banlx of Chiga, Thie

calhfat the purebase Treagury of (hinese yues up to the equivalent of
450,000,000 gw h‘ . Ho eollateral fs requived. ww&ne expires June 30,

ighe mmn is st the Pate of 1-1/86. Obins hee not yot celled for the
$50,000,000. The Ghinese-Ausricsn-Britlsh Stadilisation Bosrd in Chins, on vhich
My, A, Manusl Fox is the Amoricen representative, did, hovever, begin to operate in
the mima of iugnet. The (hinese Government Banks Beve depouited with the Federal
Reserve Bonk of Hew York their contribution of $20,000,000 to the Joint Stabilisation

Pund. Wua the perted fma ms 18, 1941 to alose of duvinoss on Beptember 37.19%

1
!
‘lr
l
|
|
!

|
i
I
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wte

tha Wu Stadilisation M mm mnmua for 6,800,108 and of this
oniount m aotunl payninte of %.5“5.

deos mugvm«ﬁmme‘vmmammm“rﬁmummm
u wm» is praotically ready for eignature. f$his imvelves purdhases of

i

' Moxieen pesos by the United States up to tho equivalent of 40,000,000 V.. currency.

There is no collateral. The rate of interest is b 1-1/28, %he repurchase clause
with Hexloo gives that cowntry 180 daye' notice snd then an additions) 180 days
vithin which to repurchase. This &wammmémnmtmwmjom
notice. The Departasnt of Glate expeots its relatod negotiations with Hexiso %o
bo comncunmated in tine for dhe signing of the SBtadilisedion sgreement defore
Soptetder 16. The Treasury ie also to agree %o purchase up to 6,000,000 auigos of
mmmwtm&um. Mnumﬁ sinilar to thad &mnwmwuh

o - ?

al the Wuﬁn ot Oslonbls hae recently returned frem hie countyy
o wvhioh he went o fow vecls ‘ago with & draft Stadilisation sgreement with the
ssmuuua Fund of the Governmeat of Golembia, the Banco de la Republica, Bogota,
Colondis, and the Goversment of the Republie of Golombia, undor which tho United
Btates would by Colombian pesos up %o’ the equivalent of $3,000,000 U.8. ourrendy.
Ho collateral (s fnvelved. Ths interest sute would be 1-1/28. Ve should have fur-
ther Momﬂmu with the &lwhwx Anbosssdor mm

ws Yhen the mm Mintoter of Plusase visited Hashingte

be dlecouscod with the Secretary, and subsequently with the Becrotewy ;
the question of s Stabilisation agreement which might provide as m as $5,000,000
U.5. currency. It is not ullmdmumnthmympawwm&ammm
jant of State has regquected that we contiuue nego-

tiations with the Bé mmm

Ve bhave MM the Btate Dopartaent that we weuld eeumr 'y
an Fequsst far mm mum

Mr‘ eptender 30 M. Berle of the State Departuent aublined to U, Bell
a mpuit&an t’or a stannmun sgroemont for $2,000,000 wvith Ygeland. In owdcr
' this amount it 48 enticipated thet lgeland will vell ito comwodities to the

d States Government for which it will receive dollers. Guch commodities would
mumwu&m BﬂMu. R .
W mmtzﬁwwupwmutmm ‘etthaﬁssa.

approxizately 10,535,000 n gold for delivery vithin mimety deye. On Sopbember 19

the Bussians deposited approximately $5,650,000 in gold vith the San Fremeisco Mint
for m'mt of the Seeretary of the freecury. Ths gold was evemtually sold to
tho ve- of the United Gtatee snd puyment 15 dollars recefved By the Pund, At
vm wme tne the Baums mu owe uo syproximately $4,885,000 in gold.
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P . I+ Balance Sheet :
o7 P .. of the
T EXCHARGE STABILIZATION FUND
o i X Jm 30, 1941 »
} i
!
- il |
Assets % ‘ '
Cash - o A , .
“Treasurer of U. S. Gold §1,800,000,000,00
- Treasurer of U. S. Checlding Account 1, 581 892,07
Pederal Reserve Bank of Hew York Special Account 106 396,315 84

Disbursing orﬁcera’ Balances & Advance Acﬁounts 16,084.85 $1,908,494,292,76
) - Fed. Rﬂs. Bko of N. Y.

Special Account No. 1 (Gold) 2,540,541.393 oms. (See schedule #2) 88,918,948.78
f xchange due from Forei ijka-,. | S
Bank of England - Account No, 2 b 745-0-3 ' 2,980,05
Bank of France - Aacount. No. 3 - 893,92 Francs - 17.88
Central Bank of China - 65,018,698.63 Yuan 19,117,998,12
. National Bank of Belgium ~ Acmnnt No. 3 ‘ 3,191.91 Belgas | 505,06
Gold of Central Bank of China 553,686,162 oss. 19,379,015.65 °
Ggold held under earmark for &0001!3“} of othaéé - _ |
| 1;‘025,385.895 oss. 36,011,006,31 - :
Ivestments = 'g, 8. Treasury mnda (Sae scheduls #1) © 10,448,723.13
accrued Intereat. Raeeivab;a - {See schedule #1) ' i 9,730.73
Ac ta @ceivam.e - D ‘ : N ' 17,397.80
Other ‘Acvcmz'nts,- Derarred charges o . | : . 459.29 Cr,
'gmmnodit.x Exchange Trangactions - | , ,
Due ‘from designated agencles ‘ ' 15,00 '
Loss on sales contracts C : 2,636,00 _2,651,00

I , _ ,
TM‘“B;G“..‘.O A AR LN ENREREN:RZSJ] ...O"Aﬁ;.'..’ﬂtﬁ &2,027,012,?86062

i
[
v

' Liabilitiee and. Og,gital i ,

Accounte Pa . R : l
Vouchers Payable 1,816.99

Balances dm Fnreign Bmka (See schedule #2) , ‘ 111.,455 79

Cold of Gent.ral Bank of China % | - 19,379,015.65

Liability for som aamarksd a/c Banco do Brasil . ' '
as fiscal ggent - 36,011,006,31 . 216742
Bamings - (Ses schedule A1) ‘;  ®33,2316

General Expenses - Deduct | _1.456,609,92° ___26,896,513.24

i

% . Tom _ Liabilities and B&pﬁml sesvcsen o ssosenes @9027,012’786:92
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' : Schaadnle #1 : "
o o Attmnt to Exchange Stabiligzation
S b . Fund Balance Sheet -
' [ : ‘ .of .
"‘ ’ June 30, 1941

A
| ,
i i .
§chadula ghowing total earnings of the Exchange Stabilization Fund from
'lnception to June 30, 1941,

i

;« Souree a | - S ___Dollars
Profits m]Frmch Franc Transactions : § 335,105.98
Profits on' 'Guilder Transacticns ' | 10.00
Profits m Gold Bullden | | - | 1,756,703.03
Profits on‘ handnng charges on G’ald , ‘ 16,215,392.52
Prafits on sa.le of sterling . § f 301,77'7;% |
Profits on Silver Trading Tranaaotions | | . en,501a2
Profits og sale of Silver Bullion to Treasury L 3,473,362,29
Profits on Silver Bullion sold én the Market | E 7,780.15
‘Profits on invasWta D ' :. 1,019,326,18
!iiscenan}-mus Profits o 4044
Interest Qamed on Sterling Balance - . - 8,860.15 -
Interest I;med on French Bank ;Ba‘lances A - 16,432.01
~ Interest onxaxiem Pesos | j | o 56,717.37
| Interest on Investmento 35473,579.24

Intarest earned on- Ghi.neae Yuan | | 1, 554,277.23
Interestreamed on Brasilian Milreis | ' o 35,834.31
Interaat earned on Chinese Bmk Accounts | . | - 23,30 .

| | , ,

; | o TOtal veveeeeereenesannees § 28,353,213.16

: , o ' I ———
;gvestmsnta : ! -

i
| Schedule ahowing m.aases of U. S. Maaury Bonds held by the m}xanga ‘
Stabilisation Fund, P

_j ' . Accrusd  Average rate at which

Clssa ; gace Value Principal Cost _Interest bends are held
2-1/4% u. S. Treasury slo, ,000 $10,000,000.00 §£9,221.31 100. 0000

Bonds of 1951-53
- 2=3/4% U. S. Treasury

Bonds of 1958~63 | ’50,000 49,640.63 56,35 99,2813
2-3/4% ¥. S, Tressury _ :
Bonds of 1960-65 402,000 399,082, 50 453,07 99.2743
Total veeeeenes.s §10,452,000 §10,448,723.13  $9,730.73
H v ' N ‘ .

- = , 216743
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: Schedule #2
‘ Atta;chment to Exchange Stabilization
-&‘ o Fund Balanoe Sheet

B o ‘Jm30,19&1

!
i
H

: Schadn}.e shwing location of Gold held by and ror -account of tho Exohanga
Stabilisation Fund.

gold A;ha}.d b‘x | _Qunces ___Dollars
Federal n'em‘e Bank - S " | o
U. 5. Assky Office, H. Y. | | “

" Held in safekeeping . 2,189,978.426 76,649,244.95
Awaiting final report . 100,076,993 3,502,694.,73

i. ' ' .

'

f . | | s |
1 gom coo.cfccc.~oo{oto‘on- 2’56'0’5410”3 . 6 88’918,948'78
| .

|
'
i

|
Balance due 'Foro;g Banks - i

Balance dua Banco do Brasil as fiscal agent of the ‘
Bragilian Govemmnt {Gold) § 16,917.80

Balance dua Royal ﬂathar].aw&s aovemmmt on :
' account of Gold Purchase — SH-123 97,537.99

l
of Gald Pure
|

Tom .;.‘.‘."‘........‘-..i" 31‘“’455.?9

i
|‘ .
1
: i
1 : ¢
}4 .< ,' 1
: . :

i )

| -
|
| i
i :

'i‘reasm Dapartment.
Bureau of Accounts, o
GHEINvS ! S
7/3/41 b

i N

| o L 216744
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1 Balance Jheet ) R
[ S of the I
B ! %‘%ﬁ‘ﬁf}ia STARILIZATIOR I*‘Cfﬁi)
o as of :
i | - November' 18’ 190
Agsets o : '
Cash , L -
Hm&m of Us Sy GOld ‘ » ) i %1,%0,000,@‘000
Treasurer of U. S., Checking Account 1,482,775.30

Federsl Reserve Dank of Hew York Special Account 124,424,830.09 *
Misbursing Cfi‘ﬁcem' Balanges & idvance iccounts 14343623  81,925,922,041.62

= Fad, Reg. Bke of M. Y.

Special &cwj:mt %o. 1 {M) 1,’167,,432-353 ozs. (See scheduls #2) ‘61,85}._,8&2.0?
[ ‘ ' - : : i } ' .
Tore ; kg - | S '

k of England ~ Account Ho. 2 & 3 - b 74,50=3 . 2,980.05
Bank of Prance = Account F’e. 3 893.92 Froncs 17.88 .
Central Hank of China - 65,093,506.76 Yuan o 19,139,994.58
Kational Bank of Belglum - Accomt §€h 3 © 3,191.91 felgas 505206
“anco do E&ramil - 200,106,849.32 Y*J.Ireiu 10,005,342.47

Gold of Forelisn
S0ld of Cantral Rank of China 553.686.1.62 ons. '19,379,015.65
Gold of Banto dc Brasil 288,6840792 OB 10,103’96?074
e " 298,199.025. caa. 13,936,965484
Investzants -‘ Ve Se Troasury ‘%mds (Ema schedule #l) ' 10,448,723.13 E
Accrued lntmﬁ Receivable -~ (Sao mhedule L) : . . 103,199.68
| Aceounts. Rec' lvnhle - o e - . 5,029,295.88
Cst,haar sewcmw Memd Charges | . ; ., 45253430
Due from ’_{'mamr of Us Se - a/e m;zanocatéd Expensas 1,'{29;36
Commodity Ex anagotions = , o -
Duz from designated agmmias ; 15,00
Loss on aal:aa contracts - . 22636.00 _______ 2,651.00

'abilit.ies ami co m
Ca Lta) mmm. . © £2,000,000,000,00

H

Accounts ?mbla | ‘ . :
Vouchers Payabtle _ : , 85348496
falances dlze Forelgn Banks (3&@ schadule ¥2) A S Ta468,659.15

Liability ar&oldaf?ore Baakaheld 8

Gol:l of Gentral Rank of mina : 19;3?‘;;',015'.65
Gold of Bamm do Brasil : ; 10,103,967.74

| m.abmt,yfaraommmeaa/c Ranco do Fraail | 216745

as fiscal ggant = 213,936,965.84

""v}:gr_g.'_m_r_xga - (S»ea schedule 1) ; »%25:332:95:5*31“

" Gensral ??&fenses-dam‘ I S 3.299,347.34  _ 25,033,607.97

i - .: LR L R R T TS . YR JOW, | ?2-0‘!2-"31&.616.03
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| At.tachmnt to Mm@e Stabilization
‘ ‘! Fund #Bslance Sheet
; of
ksomer. 18, 1940

I

banadula showing butal eammgs of the Zxchange Stebilisation Fund fmm
inception t;o Hoverher 18, 191,0. .

c

Source : f S _  Dollare
Prafits on me Franc “'mnsacﬁm | §  335,105.98
Profits on| emm@r m:mauss,om : ' ’ : 10.00
" Profits on Gold Buliton o | | . 1,756,703.03
Profits on hanr&ling chargas on gom T 14,561,935.36
Profits on aals of sterling % | j 30Y,7T77.94
: S .
| ?rorits on, silver 'i’mcﬂng 'Pransacbiom » k : 97,591.12
" Profits on sale of Silver amm to Treasury L 3,473,362.29
1 Profits aniailm Pullion sold aa the market - 778015
’} Profits ant invastamnw 1,019,326.18
‘ ﬁgiscenmac:ma Profits - : _ Li0AL
Intarest a&rmd on Sterling Ealances | 8,860.15
Interest sarned on French Pank Ba.lnneas o . 16,432,001
! gl , |
Interest oia Kexdcan Pesos | 56471737
- Intarost on investnents | ‘ o ©3,327,518.09
) Intereat earned on Chinese Yuan | ‘ | | - 1363,929.53
k Interest ﬂjﬂﬁ!ﬂd on Prasilian Nilreis . ' 5234247
| Interost esroed on Chinese Pank Accounts 2.3
! l ‘ ! : Tot'al BN S OFNBEADNETIDS ‘Mggszggﬁﬁcﬁ
T i :
] q g R
\ Investmentm- !
,;chachxla shming Lassos of Us S« Trassury Bonds held by the ‘?mhmge
tabilizatian fund. !
l Acamad tmem-ge rats at which
' . . $ 'I
- 2-1/41‘2 h » c-)a m L - .
E Bonds of 1951-53 5;5103{)00}300 £10,000,000,00 § 95,901.64 100,0000
2-3/4% U. 5. Tréaswry . o '
Bonds of 1958-63 , .1 50,000 495640463 580407 ' 992813
2+3/4% Te |34 Treasury ! |
Bonds of 1960-65 , %00‘3 M ...é.eﬂ%.o.?;?; ~ 992743

I |
Total eeeeos m.e,z,,z,fm $10,448,723.13 m,:m.sa

" ; | 216746
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Schedole #2

 Attachment to &xchange Stabilimation
L Pund Balance Sheet

of

Junces
236,3&0-' 813

1,484,729.569
76371951

—

$  17,884.

[N e 4 ‘ bk ﬂ'&t '
B , v mﬂmmw@ : Flle S*‘m‘iv oﬁ IWO—
b o Box - ,.:-/-ka |
Tt ;

i

Se*xadula showing 1ocation of Gold held by and for account of thes F;mhanga

Dollars.
8 7,223,328.45
51,9654535.34

2,673,018.28
§61,661,882,07

91

5,000,000,00
224505774524
§7,4685659 .15

: E fﬁm 00:.-‘gq;oo'-o« 1,767,&32.353
V
b e :
! ' i
P ‘
! Balancea due F‘oregg Eanks -
A
4 Balnnca due Banco d@ Bmail as fiscal agent of the
G - milim Govermnt (Gold)
} now (kilreis)
: ynon Bank of mw}and, London, on Gold Purchases
' SR=151, 152 :
o !
Iﬁ
|
. i
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Sy GOLD PURCHASES AND SALES BY THE FEDBRAL. RESERVE BANK OF NE¥ YORK o -3
Vsakaadan A5 FISCAL AGENT OF THE U.S. FOR accoauT OF THE STABILIZATION FUND S -y
SIS DURING PERIOD FROM SEPTEMBIR 5, 19: FEBRUARY 15, 1941 INCLUSIVE = el
ey (006'8 Gmi.ttedi ‘o -3
4 coLe el g
PURCHASES SALES NET_PURCHASES ~ NET_SALES .. . EERD
, From Foreign 'Ba:ake 'To Foreign Banks - From Foreign Banke _ To. Foreign Banks . . ot
COUNTRY W‘ts T and Govemmts ami Govarmenta and Governments PR LR
Afghanistan - $ 2,548 - $ 2,548 ‘ -
Argentina $63,079 97, 346 - 34,267 s
Bank for International Settlements 19,706 - $19, 706 - A B
Balgmm 657 950 10,645 55,305 - : h = ‘f',
Brazil 12,508 - 12,508 G =3
Chile 4 ,429 - 4,429 - e ! 2
England : 1,686,223* - “1,636 223 - - s
Finland - 4,451 - 4,451 _ - g =
France L . 903,211wx. 86 “-903,125""' T - Y=l
© Guatemala” - 1,396 1,396 A 1
Java 7,015 69,488 - 62,473 6 |
Lithiania - 2,240 = 2,240 e o SN
Mexieco 29,022 11,970 17,052 - i -
Netherlande 196,037 - 196,037 -
charagua : -5 - 517 - *
Peru 2,584 997 1,587 -
Rounania 19,591 26,480 - ;889
Russia 2,250 2,250 C - - :
Sweden 238,260 - 238,260 -
' Sﬁitze_l_‘-i&nﬂ 165,035 22,500 *142‘7'5'35 -
Eruguay 5,212 29,623 24,411
Venezusla » g?% - 5’ 976 -
Yougoslavia : S565 L - . _565 -
- TOTAL §1._4_§;,162 _— $323,444 &3‘3_4.819
* Of this total $149,634,000 repreaonta gold whieh;arrived aboatd Us 50 Se lonisville
#  Of this total $241,5?6 000 repreeents gold which arrived aboai'd Ue8.9« Vincennes and $85,000 which the Fund

Purchased in Paris.

ige Division
18, 194-1

Lj ZL—;" '/C—.»:' rgﬂ/\./

Foreign Exc¢
February 1
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mmmm 154, Jaouary 14, paregraph fours
seking balonses at the close of
$tate syubol 09-13%

Groes® Gnmry
Dusinoes imur 20 a0 follows:
978,021.561 Burean of Oustons sywbel 19-727 $17,033.30;
Poderel Ssourity Agensy, Pudlic Houlth Service symbol €7-683 $8,947.3%
Agrimltural eyubol 70-105 §38.01; Vetersns dmintstraticn sysbod

11885 $450; ~5iﬁ!§iissﬁ§$¢% syubol 17614 $6,289,5%; mal six
yadals $113,855,74, .

Pegvont vm secesssrily dlscontinue paymente for other
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ch%m &rmw m& today that the ?W u
® w.m,ew carveney smnluslon loan o the Argentine ﬂnwmat.

"&he lean, &rmﬁhm ma vill be alosg the seme gemeral lines®
as the rocent 359. .@W ahahuxsauea weemi vith (sing, |
| BSMO Argentine is 'ab posce, hovever, the Troasury will nat taai}
eb&;f@d to discuss W-;mtf#cr vith Gongress firet, ho satd,

'Inmodtately following Horgentbau's anuouncsment, Procifént Harrén
ise ?inma of the nspert-xmat Benk said °1 would hate %o cee the
ﬁwmw do hotur mm m beuk, ® ladicating that hle orgsaisstion is
mn%mhttm farthey 1om te Argentina.

;mmm and P&ama then hold & mufomn with Rm; Prodisch,
Bead of the Argentine 5&“&1 Benlk, aﬁﬁ. Mmﬁim Anbasesdor 3‘&15@9

3'9*1 te arrenge final detatls of @e stabilination i
o Unfier the loan grocment, the Freasury s expested %o purh:
ﬁge.baa.m vorth of Argentine peses, thms dosting Argentino parchas-

ing pewr 80 well as stnbnhina that sation's ecurrency,
l 20 a gertaln aﬂsat we ore departing fron the origisal comeceps of

tho m@ﬂtmﬂon m ’ -uatmnthm seid,
a The fand ortgiaauw wns establiched to sta.’btuaa Brﬂioh m Prongh

i

mmﬂes,
El Yo have eénplmte eommee in the good faith of the A.mau%m

Mwm&. § Mmﬁm saia.
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, Senstor Faft charged in the Henate M mutm Rorgenthas
had *logt all mwr@miammﬂomefkuanw in
Wdﬂg to lend Chins $200.000,000.

| M;snmefwm”’»Q{MWWWQW.
ma shoent whon the OGbumistes heard Borgent and Wm M
wm the Chinese tmmtm

ﬁzummm.&mmamm&m axm&w

mmm sbroauonsly sgainet the use m‘:‘ the Btabiiisetion Pand
fer sush & pavpose.”?

i; Taft sald that m questicn of using the Stabilization Fundl o
moke losne to other esuntrice had "Hever been subwitted to Congress®
m that the Pund was *not created for that purpese.®
i Ho sesused Morgenthsu of baing gamy of *& broash of twast
ne trastee of the Fund? and of uourping suthority gronted by
Songress,

l

! The Baaking anaé Qmam Gommittes umat spesls for Congress,*
he catd, mtwﬂw te the vote of seonfldence given Hopgsathen and
mx by e Senete’ w&ue and tho House Soinage %miﬂam.

F
b

! Bafh m:td ﬂawk in sddition to ‘&ww e&l& W of mm.
mm@m bad ﬂelam “he rule of m gten. ¥

? “1f ho Bas lml mmn&y to lend W to Chine.? lw
wnm. "Be thae anmnty te lend to amt Britaln, Promeo or say-
w eloe.¥

1‘ Howaver, M um the Committen. he wag not opposod m

peking o losn bo China dut did odject to usiang the %’quim&ma
m for that Muu :

i
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£ 9 mmd phamad me and a&kad Af T would
foanatm nmthn lﬁ(b) of the Gold Reserve Aot g5 broe dening
'the powers sbeted in 1@(&) which talked in terms of dealin
‘48 gold and fenim ; ge and et.har &nstmmta of amau
for the pury £ stabllising U value of the -
ey, I asked hiu ihat ha kad in minﬁ apeaifif[ :
asid that he»!aa fi;f,fm[fin terus of the use of the
‘ : fund to purchase raw materials. Iaa&émtl
tion ‘to amw bie guestion. He aoked !hetm
oply that it wes not an open or shut .gﬂas_’
\ «{?(h'ﬂdmmsurswy’sma"' " that
|stataé in iﬂ(a}a T made it perfectly clear to him that vh;ﬁ I
‘meant was thet I sas simply not in & position to answer his
qusition ono way or the other and that I did nat intend thet
he drav the inference which he suggeeted., I advised mr. ‘Cochran
af thia conversaticn. ,
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Senator %‘omwnﬂ introduned & rwo}mion proposing tha@ the
' U, 8. earmark &599.00@. BO0 of its $2,000,000,000 currency Stabe
| 1lizetion Fumd for purchase of crisical wartime materials.

i Fowngénd peintod out im & formal statement that ouly $200,000,000
| of the Pund, which cen@ess creatad in 193%, haa Yeen ua@d.

munsmion ar pare of the untouched $1,800,000,000 fer such a
~ purpoese, Towngend contmdea ‘would be YA mere step in the direction
of @ senaible solution of the nstionts $18,000,000,000  pregeing

£0ld problem... poged by our wlum@ase to buy any oF a.u the
worldle gold at, 635 an gunce, ¥

|

| Wth gold gum!mgea aggregating $3,000,000,000 s year, ho

| seld, 1% 1o preferable to buy foreign gaods negepeary for cur de-

| iense rather than furthey mtisiw of gold to swell @5.?@@,6@9.0&
| of exsess reserves.’
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s o ‘ L momz.wnrm-'

; ‘%: ' There are transmitted herewith three summary
. 'E; i écOpies and one complete copy of the gnnual audit of the
" ;% ' Stzbilizetion Fund for the yeer éndigg June 30, 1943.
!i%. - Will you havevsomeoﬁe prepare the customery
f%é A i'  :annua1 repor@ to be submitted by the}Secretary to the
ii ' . ; pPresident and the Congréss as required by law. The file

. . with previous annual reports is attached.
In accordance with our usual practice. I hyve
E : transmitted s copy of the andit report to the President

?}3 o -, for his examination.
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Statement of Secr@tory ilorgenthau bexore the
% Comnittee ‘on Dapklng and Currency

‘ of the Senate
Friday, June 13, 1941.

On

?App~L 23, 1941, the President wrote to the President

of the bcnato and to the Spﬂakor of the House recommending

extension to June 30, 1943, of the powers felatin@ to the

Stabllization Fund and of the power to alter the gold content

of the dollar, which powers, under the present law, will

— _.,I,.__...

expire on June 30, 1941. EA Bill (H.R. 4648) was introduced

in the House of I enrcsentat;ves to accomplish this purpose.
i
The Hause passed the bJLl on May 27, 1941. 1 am appearing

before vou in support oi th s Bill.

Whgn I appeared before your Committee on ilarch 2, 1939,

(

to recoFmenﬂ extension! of these same powers, I sald.

i "The emergency 1n the international economic

'aﬂa monetary field still exists, and, vnfo“*unatoly,
th ere are no grounds' for believing that such
eqe”gencv will end on June 30, 1939, On the con-
trary, the recurrence of 1nternatwonal crises is

ag probavle now as whsn the Stabilization Fund

wés created in 1934."
Tﬁese forebod ings turﬁe& out to be only too true.

. o :
During .the last two years the international exchange markets

~ | . : . s
have been more disrupted 'than they have been in the past

T Xorag, T R

f
tJentvLyeaPs. I am afrald that the period ahead of us will

f
be even more critical. ! * '

i

|

|
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In reviewing the worg of the Stabilization Fund duplnﬁ 3
: I

the 1ast two years;,l'wdnt to mention in some detail two

of thé 0perations Which;have been undertaken by the

Stablllzatlon Fund.

&he flrct afpan@ement is w1th Chlna. You will recall

that lon December 2 1940 T appeared before a joint session ;

¥

|
J
|
l

of tie Senate Commltteelon Banking and Curwen cy and thn

i

House Committee on vOlna”e Weights and leasures, to make !

| ’ A
a statement about the proposed stabilization arrangement |

with%China. I had pﬂevlously stated to this Commzttee that
' .
I woﬁld not consent toithe use of the Stabilization Fund to

%

f
assist any forelgn oountrv in nros&cutlng a war without

[ i
first consulting w1tn Lhc con0P6551ona1 commlttees. The o

f : H
transaction we contemplated and entered into with China was

I

ior currency stablllqatlon purposes. So long as there was

anytﬁlfference of 0p1n10n as to whether this type cf trans-

|
action was of the character that I had promised to discuss

1
w1th your Commlttee, T decidcd to lay all of the facts of

!

thefproposed transactWOn before the joint session of" tne

f

COﬂmltteeS.

£ I was greatly apprealatjve of the vote of confidence
|

gi?en to SecretaPJ Hull and myself on that 0903510p.
f Following moqth% of negotiation and study of t@e

I ; | ,
Chinese foreign exchange and monetary position, an Agreement

T e T

- § "‘“"—-—»—-»;\ - b e e s st
- T ‘

e e e
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was smgned on April 2o, 1941, making avallaole $50, OOQ 000

to China for the purp@se of %tabLllzlng the dollar- yuan

rate;of exchange. The Agreement also prov1dca for the
establlshment by Chlna ,0f a United States dollar - Chlneoe
yuan stabilization funa. Included in the Fund's resources
Wlll be the &ollars acqulred from the United States tnrough
our éurchase of Chlnese yuan and a further sum of at least
20, OOO Q00 United States dollars contrivuted by Chinese
goveanental banks. |

r : : . o |
- The Chinese Government is placing this Fund under the

conérol of a five-man Board, one member of which will be

an éme”ican appointed by China on the recommendation of
ther““cretary of the Treasurv. This Board Will also have
charge of the Chinese vuun - British sterling stabiliiation

funds, which 1nchde 1 U,OOO 000 sterling credit Pecently

exben&ed to China by the British Gove“nment

!
{

j These stabilizatjon arrangements w1th China should

be of great aid to.China in her monetary problems and

]
1
i

also in the struggle with the puppet currencies. In fact,

| .
thd mere knowledge in, the Far East of the contemplated

» arnange ient has been of some assistance to the Chinese
‘ ;
! ‘
monetary p051t10n, ‘
| !
- Under. the ear¢1er StaDLllzathn arrangement of July 14,

{

!
9é7, with China, we had at one time in the Stabilizatlon
{ )

16763
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Fund $48 OOO 000 of yuan. This amount hés been reduced to
$19, OOO OOO fully ool]atera ized by gold.

:The second arrangement of importance to be entered into
by tﬁe Stabilization Fund is the onme signed December 2?
1940, with the Argentlnp Govermment and the Central Bank of
Argentlna. Under that: arrangenent we have agreed to buy

$50, OOO 000 of Argentlne pesos and Argentina will use the.

dollxrs to stabilize thc dollar-peso rate of e: xchange.

]
l |

The;arrangement also prov1des for the exchange of information
§ i i

and’of views bearzng on the proper functioning of such a
|

program. The monetary authorities of the two countries
.expéct to hold furﬁher discussions in the future, whiph
diséussions it is'hopéd will enable both countries t§ reap
the;greatest possi@le;benéfit from the workings of tﬁe
stapilization arrapgement. The machinefy of the Funé was
-mosk'0pportunely a%'hénd to enable us to implement tﬁé

Gooa Neighbor poliéy %t a time when Argentina, in common

Wiéh other Latin Aﬁerﬁcan countries, was disturbed about

a érospectivé drain of its foreign exchange resources.

Be?ore the Treasury éctually pays any dollars to Argentina
un?er this arrangémegt, it will be necessary for Argentina to
ta&e certain action ?o confirm the authority of thelﬁrgentine
Gévernment to gua%an&ee performance of all obligations

i L
undertaken by it and by the Argentine Central Bank.
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There has been activity recently in connection with

l

V

the stablllzaﬁlon arranganunt which we entered into in 1937

with BP3211. On October 18, 1940, we bought $10, OOO 000
{;‘
of milreis from Brazil under this agreement. As Brazil's

|
t ( :
foreign exchange nositlon improved, Brazll pepuvchascd

from h $5 000,000 Of these milreis on Dccember 13 1940

]

and fhe remainder on February 13, 1941. TUnder another;part

of Qc same agreement with Brazil we have sold $24,000,000

of gbld to Brazil f¢p aollars.

| ;Tn the period Whloh I am now describing, the function-
ing;gf the'Trlpartlte gccoru, the develownent of which had
appéare& to hold solmubh promise; Was‘interrupted by the

{ ' ! ; : '
wapé Since the outbréak of the war, ths machinery set up

i o ~
by the Tripartite accord has been inactive. We have not

. ' P : . .
acquired any currency!of a belligerent nation since
j ,

September, 1939, and at the present time we are holﬁlng

lcsu than $4,000 wortn of British pounds sterling, Belgian
bclgas, and French francs, acquired before the outbreak

of!thc war., I venture to predict that the experience in
1n&ernatlonal monetary cooperation gained tHPoumn the

!

Tripartite accord will prove of pormanent value. I believe
that that machinery, which functioned in a spirit of
cOoneration and eoualitv promises more for future inter-

natlonal economlc organlzatlon than any of the aggressive

7onetary devlces mhloh now hold sway.

.
[
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During the perloéffrom July 1, 1989 to April 30, 1941

the Stabilization Fund purchased approximately $3, 920 OOO 000
of g$ld. This~wold?wa§ bouvht from twenty-three uifferent
counéries In the same perlod there were sales of approxi--
mately $380,000,000 of gold to foreign countries. Eighteen

countrles sought and obtalned gola from our Stabilization
, ‘

Fund|in exchange fOP dollars To give an idea of the far-

i

fluné extent of these q§eratlons, I will just mention .

Afghénistan; Java and ﬁruguay as among the countries with
Whicﬁ thé Stabilizaﬁioﬁ Fund has cooperated in bulilding up
thei% reserves. |

The total number of gold transactionz of the
Stablllzatlon Fund durlnv this period was large. The cir-
cums%ances of the purchases and sales were varied. In these
tran%actioas the Stébiiization'Fund has proved an effective
piecé of machiner*y.é Iécidentally, the existence of the
Stabilization Fund made it possible to carry out, with the
esse%tial speed and‘seérecy three large acquisitions of
pold’ from hard-pressed’ frlenély countries.

!AS I have prev1ously promised, we have during this
peri%d published quértérly reports of the position of the
Stabﬁlization Fund.' This is in addition to the yearly
PecoEd of the activitiés of the Stabilization Fund which
the}statute requires that the Treasur send to the President

and to the Congress. These annual reports, the most recent

1
]
i
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one of which sent t@ the Congress was dated March 12, 1941

l
give summaries of transactlons in all of the accounts of the

Excﬂenge Stalelyat10n|Fund for the nerlod Aoril 26, 1934

i
to June oO 193v, ﬁnd for each fiscal year thereafteriup to

f
June uO 1940, I have with me for inspection by the |
|

Commlttee the Falance sheet of the Stabilization Fund as of
Mapch Q1 1941, whlch ‘ordinarily is not made pﬁblic until

three months after ltS date.

The Stabilization Fund has proved its value during

years of unnarallelcc ‘erises in international trade and

j

flnance.. Long ago We-made the dollar the strongest currency
in the world. Forelgn nations and foreign individuals have

preferred the dollar to all other currencies. The flow of

biﬁlions of Luropean bapitalvand the accompanying flow of
| o ‘

goﬂd to this country in recent years have made this point
i i ! .

clear even to the most unfriendly critics of our monetary

L o
pO%lCleS. o
| . Now we are going forward into times of even greater

|- 5Y

e

3
B

il. We are in:thé midst of many systems of currency- and
exéhange controls., qome are operated with no frlendly in-
tent toward the Unlted States. Qur Stabilization TFund is

@otent weapon of defense in our 1nternatlonal economic

i

!
|
;
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|
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Pelatlons. This isfhandly the time to abandon the machinery
of cqntrol which weiha%e built up to pro%ect the dollar and
the émerican economj. ’ |

iEconomic warfane,jas well as military warfare,.isznow
beiné waged on all éidés of us. There is no certainty that
even;with peace theéee@gressiveAeconamic.instruments will be

| , , L
abandoned by other countries. Nobody can say what kind of
| :

1

international economy will emerge from this war. But it

Would surely be unwise if we chose this fime to let private

l
f

8peculators and forelwn covepnments &et@rmlne the exchange

i

value of the dOllaP.
‘In these 01rcumsb~ucps I have no hesitation in making

the Strongest possibleirecommendation that Congress extend
‘ .

the Stabilization Fundfpowers. . ;
g Power to Alter ﬁhe Gold Content of the Dollar.

i
The reasons fevorzn& the Penpm1ng of the Pr951dent'
| »

powe? to alter the gol& content of the dollar to not less

thaniSO%‘of its former ‘weight are comparable to those I have
i ! '
justigiven for extending the Stabilization Fund powers. When
I was before this Committee on March 2, 1939, I said:
1 |
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; "The dollar now has identically the same gold

' value it had 5 ycars ago when the President pro-

| claimed on January 21, 1934, that the gold content

. of the dollar shall be 15- 5/¢l grains of gold nine-
tenths fine. The fact that we have kept the gold
value of the dollar stable through the international
monetary disturbances and alarms of the past O years
should be adequate assurance that there is neither -
desire nor intent on the part of this Administration

to alter the gold value of the dollar except under

f
j
i
!
r
[
I
/
01Pcumstcpces wnlok clearly demand such action."

|

i

J

; Just as thcre were critics some years back who said that

»anxlrﬂespon81ble admlnlstratlon would uquan&er the

Stablljzatlon Fund in a foolish menner, so there have been

|
Der81stent critics WhO sald that the Prc51dent s power to

devalue the gold content of the dollar would be use& to

bring about 1nflaﬁlon. There i1s no basis for belie%ing that

we are going to have 1nflau10n in thlS country because the

Pre51dcnt possesses: this emergency power. I am sure that

the President w111 be as zealous as Congress in taking the

I
steps to prevent inflation.
4

Obviously fhe Administration has no present intent

Whatsoéver to deVaiue the gold content of the dollar. But

|
fcertalnly this is not the time to remove flexible. ‘powers,

from the Executlve when the Execcutives of all other nations

I
P
in0SSESS v1rtuallv completp powers over the domestzc and ex-

Jternal monbtary affalrs of their countries. In 1989 I
f

'said to Congress "Thls power is a weapon in reserve necded

j
[
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for protection of Aﬁerican iuterests. In the monetary field,

|
it is as important as 5 powerful Navy in-the fleld of ‘defense

against armed attack."i That statement is as true now as in
| ! ‘ " .

{
1939, o

| :
What steps will be necessary in tﬂe next two years in
|

the 1nternat10nal monot ary field depends to a considerable
extept upon the wars Whlch are beingxfought 21l around thé
globé. We are not seers and we cannot describe what the

future holds in store.! I feel very strongly thet for Congress
}
to remove this UOWOP'ut the present time because therc is no

immediate use for it would be an unwise step in the focc of

an uncertain future.
| | .

i
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... Statement of Secretary Morgenthsau -before the
- Committee on Coinage,Weights and Measures.

of. the House of Representatives ) e

Thursday, May &, 1941, o b

i . t
! ; . .

g On April 238, i94i, the President wrote to the Speakér
of tLe House recommending extension to June 30, 1943;‘of
the powers relating co the Stabllization Fund and of the
poweL to alter the ~old content of the dollar, which powers,

under the present law, w1ll expire on June 30, 141, A

Billl H,R., 4646) has been introduced to accomplish this

purp@se. I am appequng before you in support of thls Bill.
| When I appeared before your Committee on February 28,

, | I ‘ '.

1939} to recommend extension of these same powers, I sald:

¥The emergency in the international economic
' and monetary field still exists and unfortunately

there are no groundq for believing that such
emergency will end on June 30, 1939. On the con-
. trary, the recurrence of international crisis 1is
. as probable now as when the Stabilization Fund
was created in 1934 “

i These forebodings turned out to be only too true.

i

During the last two years the 1nternational exchange markets
have}been more alsrupted than they have been in the past

twenty years. I am afrald that the period ahead of us will

b

be even more\critlcalag

25-5 | o

|
1
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:In reviewing the work of the Stabilization Fund during

|

the 1ast two years, I want to mention 1n some detail two

of the operations which}have been undertaken by the
' . l . !
StabilizatlonﬂFund.; ‘

!

l o
~ !
| The first arrangdment is with China. You will recall
J
tnatjon December 2, l9¢0 I appeared befere a Jjoint seseion
] s
of tne Senate Committee on Banklng and Gurrency and the

Houee Committee on QOlnage, Weights and Measures, to make
i i H I i

a st%tement about tﬁe @roposed stabilization arrangement.

with|China., I had ﬁretiously stated to this Committee that

i

I would not consentito the use of the Stabili/qtlon Fund to

aselst any foreign country in prosecuting a war w1thout
! I
firsF consulting with the congresqmonal~oom.1ttees. ihe

; I

.transactlon we contemplated and entered 'into with China was

for‘ourrency stabllﬁzatlon purposes., So long as there
was |any differencejofloolnion as to whether this type of

I
!

transactlon was of,the character that I ‘had promised to

V dlS?uSS with your Committee, I decided te lay all of the

facte of the proposed:transaction before the Joint se851on
!

I
of the committees;;
l .

3
1

I was greatly appreciative of the vote of confidence

| &
given. to Secretarkau;l and myself on that occasion.

!

Following mohth& of negotiation and study of the
f |
Ghinese foreign exchange and monetary posltion, an Agreement

3
| ]
i
1

:
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wag ' signed on April 25, 1941, making avaﬂlable 850, 000, 000

to Chlna for the purpose of stablllzing the dollar~vuan

rat§ of exchange¢“ The Agreement also previded for the
estébiishment by China of a United States dollar - Ghinése
yuaé stabilizationjfuﬁd. Included in the Fund's resohrces
wil% be - the dollaré agquired from the United States}through
ourépurchase of Gh;nege yuan and a further sum of at least
EO,éO0,000 United étafeé dollars contributed by Chinege
govérnmental banks.

E The Chinese Govérnment is’plaoing‘this Fund undér the

conﬁrol of = five—maanoard one member of'which will

be an American app01nted by China on the recommendation of
the'Secretary of tHe Truasurv. This Board will also have
chaﬁge of the Chlnese yuan - British sterling stabilization
funds, whicn include a 5,000,000 sterling credit recently
extqnded to China by the British GOVernment.

é These stabllizatlon arrangements with China should
be %f great ald toiChina in her monetary problems and“
alsé in the struggﬁe ﬁith the puppet cu:rencies. Iﬁ:faot,
ﬁhe;mere knowledge in‘the Far East of the contemplated
arrangement has been of some assistunce to the Chinese

I

monetary positlon.i ;
; Under the earliér stabilization arrangement of July

1&,%1937 with China; we had at one time in the Stabilization
Fund $4&,000,000 of yuan, This amount has been reduced to

| | |

!
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$19,obo 000, fully collateralized by gold. : ;

The seeond arrangement of importance to be entered

into by the Stabilization Fund is the one signed December

7, 19&0 with the Argentine Government and the Central- !
Bank bf Argentina. Under that'arrangement we have agreed '
to buy $50, 000, 000 of Argentine pesos and Argentina will
use the dollars to stabilize the dollarmpeeo rate of i
exohange. The arrangoment also provides for the exchange
of 1nformation and of views bearing on the proper functloning
of such a program, The monetary authorities of the two
codntries expect to held further discussions in the future,
whloh discussionsit is hoped will enable both countries

|
to re%p the greatest p0351b1e beneflt from the workings T

of the stabllization. arrangement. The machinery of the |

Fund was most epportunely at hand to enable us to implement
the Good Neighbor pollcy at a time when Apgentina, in

|

common with other Latln American countries, was dlsturbed
aboue a prospeotive drain of its foreign exchange resources.
Befoge the rreasury actually pays any dollars to Argentina
under this arrangement,*it wlll be necessary for Argentina
to take certaln action to confirm the authority of the
Argentine Government to guarantee performance of all
ooliéatlons undertaken by it and by the Argentine Central
Bank. , §

:
{

[ Y
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There has been aotlvity reoently in connection With

wit%‘Brazil. Cn October 18 19&0 we bought elo 000, 000
ef mﬁlreie from Bra;ilkunder this agreement. As Brazllﬁs
foreign exchange position improved, Brazil repurchased
from!us $5,000,000 of these milreis on December 13, 1940
and the remainder on February 13, 1941, Under another part
of tbe same agreement with Brazill we have‘sold $24,00Q,OOO
of gbld to Brazil for dollars.

; In the period wblch I am now desorlblbg, the fuﬁctlon— S

ing of the Trlpartlte accord the development of which had

abpeared to hold so.mueh promise, was interrupted by the

war.} Since the outbreak of the war, the machinery set up

|
by the Tripartite acoord has been 1naotive. “We have not
anuired any currency of a belligerent nation since
September, 1939, and at the present time we are holding'

less;than %u 000 worth!of Brltlsh pounds sterllng, Belgian

’

belgas, and Prench francs, acqulred before the outbreaﬁ
b

of the war., I ventgrevto predict that the experience in
f . : . .
inte?national monetary‘cooperation gained through the:

Tripértite accord will%prove of permanent value., I believe

that' that machinery, which functioned in a spirit of

COOperation and equality, promises more for future inter-

national economic organization than any of the aggressive —

monetary devices which.now hold sway.

]‘ :
i
i
!

| . | 216775
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one’of which sent to ﬁhe Congress was dated March 12, 1941,

vgive summaries of ﬁransactions in all of the accounts of
the;Exchange Stabilizatioq Fund for the period April 26, 1934
to June 30, 1935 and for each fiscal year thereafter up to
June 30, 1940, I have with me for inspection by the Committee
the last published: balance sheet of the Stabilization Fund
as of December 31, 1940. ' ‘ | k

E The Stabilization Fund has proved its value duging |
yeafs of unparalluled crisis in 1nternatienal trade'and
finénce. Long ago!we;made the dollar the strongest qurrency
in %he world. Foréign nations and foreign individuals have
preéerred the dollar éo all other currencies, The fiow df
billions of European capital and the accompanying flow of
r:,oléi to this country 1n recent years have made this’ p01nt
cle%yreven to the gosp unfriendly critips of our mongtary
policies. - |

| Now we are golng forward into times of even greater

perll. We are in the‘midst of many systems of currency and
exchange controls.x Some are operated with no friendly
1ntent toward the. Unlted States. Our Stabilization Fund

i

is a potent weapon~of‘defense in our international economic

1
.

relétions. This 18 hardly the time to abandon the machlnery‘
of control which we have built up to protect the dollar and

the American econowy.;

—e [ o 1 s i C ket cn mp aimas s veve— s e a ae P
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. Economic warﬂaré, as well as military warfare, is now
I . ‘

belng waged cn all sides of uss .There 1s no certainty

that even with peace these agressive economlc instruments

will be abandoned by cher»countrles. Nobody can say what

| | v :
kind of international‘economy will emerge from this war.

Butiit would,surely be unwise if we chose this time to
letlprivate speoulators and foreign governments determlne
theiexchange value’of‘the dollar.

? In these circpmatances, I have no hesitation in making
theEstrongest possiﬁlegrecommendation that Congress extend

the Stablllzatlon Fund powers.

’ .
; Power to Alter the Gold Content of the Dollar,
] ,

" The reasons favoring the rénewing of the President's
} ' : : .
power to alter the gold content of the dollar to not less

thaﬂ 50% of 1ts former weight are comparable to those I

i

nave Just given for extending the Stabil 1zatlon Fund powers.
When I was before the House Committee on Weights and Measures

on February 28, 1939, I said: 3
"The dollar now has identioally the sane gold ‘

value it had b yedrs ago when the President '

proclaimed on January 31, 1934, that the gold

content of the dollar shall be 15-5/21 grains of

gold nine-tenths fine. The fact that we have

kept the gold value of the dollar stable through

! the international monetary disturbances and alarms

, of the past 5 years should be adequate assurance

| that there 1s nelither desire nor intent on the part

|

|

i
i
[
|
|

of this Administration to alter the gold value of
the dollar except under circumstances which clearly
demand such act:on."} :

i
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g// i Just as there were critics some years back who said
! . i , ) ;

that an irreéponsible:administration would squahder the

StaFilizatioh Fundginia'fooliSh'manner, so there have been

i ,per?istent cfitics‘who saild that the President's power to

| | ' | — :

: - devalue the gold content of the dollar would be used to
| . . ;

bring about inflation. There is no basis for believing
L LoD, .

tha% we are going fo have inflation in this country because

thesPresident posseose this emergency power. I am sure

hat the- Pr831dent will be as zealous as Congress in' taﬁ*ng
theasteps to prevent 1nflatﬂow.

; Cbviously tne Adminlstration has no present 1ntent
whéFsoever to devalue the gold content Oi thevdollar. But
Acertainly thls is not tne time to remove flexible powers
from the mxecutive when the Executives of all other nations
Dosgess virtually complete powers over the domestic and
external monetary affalrs of their countries. In 1939, I éaid
to Qongress "This power is a weapon in reserve needed for
pro%ection of Aﬁericaﬁ interests., In the monetary field,
it %s as importantias{a’powerful Navy in the field of
defénse against arﬁediattack." That statement is'asitrue
now as in 1939.
y

; What steps will ba necessary 1in the next two years

in the internation§1 monetary field depends to a considerable

)
! !

extént upon the wars which are being fought all around the
i

|

i

§

! C
l i

i

|
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globe. We are not see#s and we cannot describe what the

future holds in store.. I feel very strongly that for

Congr
I

there is no immediate use for it would be an
i

gss to remove thig power at the present time because

v

unwise step
in tﬁe face of an uncertain future,
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o ,«%az@w@nt of . xmar@%gry ﬂﬂrgaaﬁha& Before
5 the Comnlttee on Colnags, Galohts sad
Hensures of the %zaaw of Represe: &amm%
t T%nra&gg}'v;; il 1541s —

H i
i i !

_ z;m Chatrmen, Hesbers of the Conuittes:

f O April 28, 1941, the President wrote to the

. j : ! : , ’ .
Speaker of the fﬁaw@ recomending axtension to M’& Wiy
[ ; !
1@43, af the gﬁﬁﬁrﬁ Eﬁl&ﬁ&ﬂ? to the ”ta&ii&s&%&@m fﬁ&é

&h& of the power’ to! &1&&? the gsl& sontant of %&a

. i ‘, '
&allar, which gawar&, under the @?ﬁs@&t law, will expire
? : !

on June 50, 1941, A BALL (.. 4048) has beea atroduasd
% socomplich this ‘gmr@wm 1 um appearing befsre you

tn support of this Bille
i o “
. Whes I appeared before your Cosulttee on February 28,

cmmend ‘extension of these same powers,

o -
saids -

and mﬂuatary f'&l& a%ill @E&&ﬁﬁ a@ﬁ ﬁmﬁﬁgtx-aw“%y
there are an grounds for helleving that sush

| anprgeney will and on fgaﬁ 20, 1$£%« lﬂa the conw
| i p?@uﬁ&l& ﬁ%w &s'éﬁeﬁ the ¢ t&%%l?iiaiigigizﬁiﬁ

wag created in l%ﬁ%

!
i
'

i
i
i
i
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These forebodings turned oub to be only too true.

Durlag the lest two yesra the lutsrnstional exch

aarkets heve boea wore & srupted than they heve besa
in the pust twenty years. 1 su afpaid
ahesd of ue will be even more eriticals

In wﬁwmg the work of the Stabilisstion Fund
durlng the last m years, I weab to usmilon in some
1 i . . : '
datell two of ﬁ&m operations which have boen underteken

b@r the %smliza‘kim ?’uadnn
|
' 4

The first a;;wamm 1o with Chines You will

f ge&all thet on Desaxber 2, 1940, 1 appesred before o
Jolnt session of the Senete Comsiites on Bauking end
| |

Cuppency sad the House Comslttee on Uslnage, Welghts ead

i
| o

a@wsww, to meke o stabemont abaut the proposed atabllis
| . S -
sation srraagement with &hins, 1 hed previously stated

to this Comalttee that I would not eousont to the uae

S | 216781
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in presesuting
- E

congressionel eo:

mittess, The transsotion we eontemplated

| | o I o

ond entered iato with Chine was for ourrency stabilisetion
i - ’
N

purposes.

|

o long as there was suy difference of opinion |
& to whether this type of transectlon wes of the charester

¥
1

Ehgm 1 el promi ﬁﬂé to dlsouns with your Comuitte

&eﬁ&eﬁ te lay all »@i‘ the faets of the propoeed trasseetion

| Mﬁw& ’E&m ésint awwiam af the comultteas.
L 1 wos grmtly zae@@mﬁm%&w of @w vete of mx&i’iﬁama
| o 5

|

g&?ﬁﬁ to awmtw *%&all aad m;gma‘lf on that amaaim*

Yollowing m’:&a of negotiation and study of the

I

“hi fm&z forslgn exehsnge and monmetery position, w Agregmsnt
m‘ sipgned on April ﬁ&, 1841, meking svallable $80,000,000

iﬁ ‘ | : | | |

to ;:‘him for the purpsse of stabilizisg the doller-yun

|

-
%

rate of exchenge. Thg Agpeament slso provided for the

i
£
|

a%es:ﬁémﬁi

mont by Ching of o United ftates dollar - (hinese

| | e , |
yuen stabilisetion funds Ineluded in the Pund's resources

i.:
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an and a further sum

i undior the

e en hmerlosn W?@!ﬁaﬁé‘i& by Chine om the recomuendation

- British sterling

| ’kﬁ"? cherge of the Chinese yus

ag&muwggi@a funds, which imelude & é;ﬁ;p: storling

be M grest 8id to Chine in ber mometary probleas sad

a&awf in the struggle *sgﬂ.m the puppet ewrvensies. In faet,

the mere koowledge in the Fer fest of the comtesplated

st of some ogsistense to the Chinese

216783
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'1&, 1987 w&% i:hm; tsta kad &b one time m %a%w

bas (ow) bean vedused

0,000,000, Mly wllawz' ized by polds
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| } The w&m& wmagemm of immw%m% to be w%saw&
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}

m% w *m @Mhilimtim Fead is tho one signed Desaibe:

brgentiog,  Uader thal wrrenpesent we heve sgresd

lep-pesc vete of

Brr gmm sles provides for the sxechange

of informatlen and of views bearing on the proper funetiening
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a2 such & program.  The monetary authoritles of the beo
|

wiih dlseussion it ls hoped will ssable botl

05 sxpset to hold further dipeussions im the fuluve,
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to veep the zreatest possible bemefit frem the workings
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| Fond was mest ap@@t&ﬂy ot hand o amm.a s Yo implement
the m Helghbor gmllay at a time whm Argenting, in
| m@m with other imfin hnerioun camw‘iw, was dlaturbed
m;ut 8 wmp&e%h%;ﬁ cié‘ain af ‘itt;a forelgn exchange mes
‘Before the %ﬂmgm% elamall"y pays any dollsps to ngwmm
mwi@@ this &I*ﬁ’&ﬁ;%@%i%ﬁ, it will E@ noegseary for &.mmtim

to }tm@a‘ sertaln sotl n‘ﬁ to eonfien -ﬁizz;f@ wutharlty of tm
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' m‘mm dovernment ",ta guarentes performance of all
‘ @%al lgga%mm mdwt&km by it mml %y m Argentine @mtt%l
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{ There has boen umw resently in connestion with
|
ﬁm' stebllization arwmgmmt which we entered inte in 1087

wiﬁf Bresil,. On Qaha%&r 18, 1840 we bowght #10,000,000

!

of milrels from Drasil under this apresment, 4Ap Drasil's

fam%gn axdianye msi tlon lmproved, meil i*ﬁpﬁﬁ*ﬁ%%&

from us 25,000,000 ‘of these sllrels on Deceuber 18, wm
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end | the remsindor on Febewery 1%, 104l. Under snother pavt

1
}
|
i
:
i‘
I
|
|


http:al~8'~r.tt
http:tao.�lO,o.oo
mailto:1@.4tl~N'i1~'tliht

acquired sny currency of a belligerent nation singe |

~ cooperation asd ag

m,»,::':mm?ﬂbli Entl'y ("C"A 4707
E gy SQ, NA“"\ Oa*eu Flle

BOX % ;a%‘”

i

C LT ' : e
I ;
i

S+ o‘» -l»x;o\'* U"",,‘F‘:" 3\ N
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- of m fripartite er&, the &w&@g&wﬁ of which mﬁ

red to hold so zsmh gsmisé, was %mwmmm by ﬁaﬁs

war. Sinee the wﬁ%mwﬁ: of the war

by Fm ‘%ﬁ»@wﬁiﬁfe '&@ﬁ?!’%ﬁ has been lasetive, %o have not

'

|
%p&w%w, 1988, and at the prosent time wo are helding

000 W‘ﬁ%}a} of Aritish poun:

1@&3 ma @“%}

s sterling,

| %mi@at and Freneh fmw, soquired *@@f&;m %}w sulbrouk

:@f: 2;?@_« war, I vmﬁim to greﬁiat that the m@ﬁ&ma in
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tl.mt $hat mﬂ‘xm@m , Whie‘ Cunptionéd m & splely of
1~ '

:?%‘?’, promises wore for futurs

1

zmmm onsl em‘ ‘»t‘» wgm&aa& ion than eny zaf the

l
v
i
1‘
I
0

216786 .


http:l'n:t:e,.tioll.il

e e et

& Vsegéo_oéésagfméé;' y B DVCLADS FIED T ‘ RG 5 6
R h"’}&dm@m— Entry 6T-A-4 70 7
gy‘SQ NAQ.A Da’eu | File.; SM'* “L““_"‘ on Boadllo

| ‘ !

ﬂi:abilimtma F’mé nwchasaé mmraxm bely é”;&,%

e

B |
ﬁi’ﬁ g@l&a %ﬁa gwlﬁ wa.a ’mgm from twmw“%%ww AL Popent

o8 of ayproxie

countries, In themw perlod there weve sl

00,000 of zold to f@r&i@ﬁ? eountyries, ﬁghﬁ@m

E
E
|

@@Mﬁw aought sad obt

dned gold from owr Stabilizetion

Fupd in excheage for dollars. To give sn ides of the fare
ﬁm extent of t%mm sperations, 1 will Sﬁs@% uention
!

@ﬁ‘ghmiﬁ%m, Jw& ami t‘?m@,w ez sucng the mm%im with
|

Whm the Stabily
|

|

od in bulldlng v

| The totel number of gold transsstions of the

! . 1 i . . »
ttabilization Fund during this peried wes lepges The
eireumntances of the pupehsses and sales were varisds In

!

L SR S .
ﬁhﬁﬁww transactions the Stelilisation Pund hes provid an

&i’fmkiw slees of wehimwg Instdentally, the existenes
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M 14 hﬁw @wiauﬂy @vezmw&, we &&m& during this
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perl m& gu&l&a&m& @wtarly rwt& &f t&w pwi%;im sof ﬁh«a

fri amly memtriam

i
u%aﬁi iiﬁaﬂmx Iwm&. ”ﬁaia ia m a&ﬁit&m Ee& $he wwly wmw&
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sasury sead to the Presifent sud to the
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1 reports, the meat receat ons of whieh

amtm thae

-af tmm&%im in el of the secounts of the
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Comgress was dated Harch 13, 1941, give sumaay!

Stabilisation und for the perlod hpril 26, 193¢ to Ju

1536 and for sach mml yoor thereafter up to Juns 50, 1940

The & Stabllizet on ﬂmﬁ, bt ymw& m %iw durlng yoeops
| |
of zm{ m.mll@ll&ﬁ ﬁi’iﬁw in Internntionsl tmﬁ@ and ﬂmw‘

Long m,ga wa m&e ‘&m &i?il!ﬂ' ﬁm aizmﬁwat @mm@y in %:%1@
|
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tﬁw evintey in Mamt wears have made this point a?mw even

t@ %}m nost Mrmnﬁly eritles of ouwp xsmm%wy ?@li@i%ﬁ
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inte times of oven greater
fp;wgk. e are in the midst of mamy systens of curvency and

Lnbent

ige controlss | Som are operated with no friendly

towerd the Unlted Btetes. Twr tabilisation Pund ls a potent
b | o | .
weapon of defense in owr internstlonsl sosmomle relatliens,

'ﬁmg is bardly the tim to sbandon the mschinery of sonteol

which we have built up to protect the dollar and the Ameriesn

Lesnomie warfave, &5 well s allite v wartere, is noy
b&iﬁg wagsd oo 8ll amﬂ of us. There s zo certeinty thet

awz&i with pesee t%ww %mm ive aémmha mﬁmﬁmﬁ& ﬁi?f

ve &b&m’%ﬁﬁ@ﬁ by @*ﬁ‘i‘zw m%mw. Eﬁm*ﬁw&y nan ﬁx&g what i‘?%{.:né;

of mmmmm wamw ﬁil}» SHeFES, trom %Mﬂ B B% o
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I1. Power te Alter the Oold Content of the Dell&r*
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E ?ha‘re&aana3fasérﬁag the rwaaﬁiag of tha‘?rasiasat*a
; ,

[
pegar to alter the galé content of ths dollar to not less
| | @ y,pm?/i}f:”/«b 70

then BOZ of its~!erw&r weight are subels
1 .

T
H

those I have just’ given for extending the ftabilisation
Eum’i POwErs. ‘}?ﬁw&; I was before the Homee ommittee on
e ;ghtm and emsures on February 28, 1385, I saids

L | "The énllayva@w'has~ié@ﬁtiaallg the same gold

value it had ' § gewa ego when the Presilent
proclaimed on Jenusry 31, 1384, that tie gold

i

content of the dollar shall be 15-541 grains

of gold &ine-i-ta{ztbs fine. The faet that we

through the ,]inﬁématismal nonetery &isturdances

)
}
|

|
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|

f

% have kept ti’zief g0ld value of the dollar stadle
‘ ‘ |

I

|

i

|

‘and slarus of the past 5 years should be adeguate
sssurance that there is nelther desire nor intent
on the pert of tuls dsministratioz to slter the

gold value of the dollsr except under circusstances

| whick clearly &mmﬁ such action,” ‘ |
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t Just as there were oritics some yi
: th#t ﬁﬂ‘i?fﬁ%p@ﬁ@iﬁlé.ﬁ&miﬁistrﬁtiaﬁ vould squander the
Stéﬁilikﬁtiﬁﬁ Pund in a foolleh =

anner, so there have been

ga?si&tan% eritics who #eld that the Presidext's pomer to

develue the gold content of the dollar would be used to
| S

“ HRY ’E . . .

"m*;il;zagg sbout inflation. There is no besis for belleving

that we are golng ‘to have inflation in this country because
| Lo ‘ :

th@ ‘resident possesses this emergency power. 1 anm sure
| ) i

Lo N L

ihat the President will bve as zealoue s (opgress Is lsulnmg

| I : : . i

|

the steps to prevent Mlatiaa.

[
t

Cbviously the idministration hae no preseat intent

!
wistaoever to devalua the pold aaﬁkmat of the dollar. But

j
1
| !

aéaﬁaialy Ehis is«ﬁat?tha time to resove {lexible yﬁm&?@ from
s o '

i

iﬁ& _zecutlive ﬁwﬁﬁ the txsoutives of all other t;@as npoOBRESEE

1 !

rmei'i ry affairs 0%’? ﬁwir evuntrics. i}rl Y888, 1 %i& te

i
1
7
(

Congress “This gaﬁer~is a weepon in regérv@ needed for
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tection of Amerlenn 1ntereata._ In the monetery fleld,
1t 31.5 as lmpartmt‘ as a powerful favy in the flelé of

l o . . _ T
defense against srmﬁé%attuck.“ Thet statesent iz as true

f

ow es in 1935,

| S | |
{ ¥hat steps will be necessary in the n&xt two yesrs in
t |

the 1nternatxanal anétary field &epen&s ta e c@nﬁ&éer&ble
ext%ﬁt u@@n.the'wa?s which are being fought all ercund the
! T : : . v
glo?ﬁ, ¥e are nnt §$§rs end we can not describe whst the
:fut;ra holds in stgﬁa; I feel very strongly that faﬁ
| - ‘

Congress to remeve this power at the present time because
| A _ o ‘ :

the%e is no 1ﬂm@&iata;nse for 1t would be an unwlge Stap

.in the face of an uue#rta&n future,
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Afghanistan
drgentina
Belgium '
Bolivia |
Brazil

Chile
China g
Colombia
Costa Rica
- Cuba }
Eewador
France.
(matemalai
‘Haiti
Iran

Ireland -
thhuanla
Mexico ;
.!,\. e‘fh. .uastt
Norway

Indies

" Peru |
Paraguay
Poland
Portugal
Rumania

Selvador
Sandi Arabia
Surinam |
Sweden. |
Switzerland
|

Switze — BuI.S.
Theiland |
Turkey . !
UOS.SQRQ H

N |
United Kinlgdom
Uruguay
Vatican clty
Venezuela |
’ugoslaviag

, Total
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Stabilization Fund GoldéTransactions since the Outbreak of Wer
on September L, 1939, by Years
 SALES OF GOID T FOREICH COUNTRIES
(In millions of dollars}
1939 1940 1okl ke 1943 1ohk  1SLS  Totals
— 2.5 1.9 L6 — 6.0 16,0 31,0
53.9  23.L . 0.9  99.8 215.5 159.6 224.5 862,0
2.0 896? — —— —-— haand — v 1606‘
— -_— 3.0 2.1 2.2 .00 - L.0 12.3
1.2 13 7.0 20,0 131.7 - 69.8. .25.0 276.0
— — = L6 185 29.0 5.2 5743
e - - 20,0 25,0 185.3 - 230.3
- —_— - —_— 1.7 15,1  17.5 47.3
— - - 15.0  30.0 65 0  85.0 195.0
— e —_ L2 843 " 3.3 - 1508
0l = - - - — — 0.1
— l;}.} 1.6 Bol . 5.1 1002 —— 2602-«1
— - 0.8 0.2 - 1.0 0.k 2.4
——— -..' ——- Cven AOS 6.0 loo 11.5
— ——— - — 203 — - 2.3
— 2.2 — - - - —_ 2,2
— 12,0 — — 111.0 —-— 25.0 148.0
— 39,0 ¢ 100.5 - - 1.0 0.1 140.6
- 1.0 _— 2.5 . 5,0 Lo  — 12.5
— —— . — — OQS 005 .O #* 100
_— - — - —-— 0.1 _— 0.1
2,6 16,9 .. 18.0  29.9 10.9 62.8  L7.9 168.4
1.5 15.0 - - - - - 26,5
— S—— i bt 300 ' 1.0 2»1, — 601
— - — — — 1.0 - 1.0
—— —— —— lol — - - l.l
- - | 2500 Tb 8 1000 hatee -_— 109.8
— = 1 192.1 15hk6  38.9  78.8 B8  55L.2
— - e boli 2.7 - - 9.1
9.0 - - - — - - 9.0
1., = i 23,0 39.9 59.8 10,0 134.1
2.3 - - - - L — — 2.3
~ = '~ %0 03 - 650.3
1.8 20,8 17.7 — 31k 35,9 37.9 1L5.5
— - — 5,2 1.5 1.7 2.2 10,6
——— —— ’ —— 26.5 2105 hloo 502 l7h 2
— -— . .50 -~ - — — 5.0
95.2 lhg.l  L63.5 765.9 1,30L.0 859 Lk, 137 9

Treasury Department, Division of Monetary Research

!

February 5, I9LO
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|
I STABILJZATION FUND GOID TRANSAPTIONS
N
| . 193L-1939
. SAIES OF GOLD TO FORETGN COUNTRIES
' {In'millions of dollars)
2 ] | S
Country | 1934 35 1936 1937 1938 1939 . Totals
Argentlnal — S — — -~ 6.0 61.8 €7.8
Belgium — —_— —— 30,5 —— 3.0 33.5 -
Brazil [ e — ;, | —— . — —— 11.2’ 11.2
China f ¢ ——— - : — 3000 ‘ ——— ——— 3000
Colombia . — — —— — 2.1 Gl c 2.1
France ; - 117.0 | 6.2 66,9  5l.6 155.4 . 397.1
Guatemala, — S —— -— 10 1.0 2.0
lexico | — — e — © 9.9 — 9.9
Netherlands  —— -—= " 3.3 83.5 17.2 — . 10L.0
Portugal i — — e —— -— 2,0 2.0
Sweden | — —_— e —_— 20.0 — 20,0
Switzerland — == -— e 107.8 - 2C.5 - 128,3
Thailand ] ———— ——— : - . ——" o ’ —"— 900 900
Turkey | — — e —-— — 3.7 3.7
UsSeSeBe | ——— ; e , — —— —_— " 2.3 2.3
United King- S . , o
dom | 2Ll 8.2 bl 1358.8 13.3 o7 189.2
Uruguay | — _— e — — 1.8 1.8
} . : .
Total | 2b.1  125,2 | 13,6  LS7.5 - 14l.6  263.4 1025.k
| o o ' ‘
‘ f
i 1
é
i‘ P
| .
! |
| .
‘ ]
|
i ' P ‘ : :
Ireasury Lepartment, Division of Monetary Kesearch December 27, 19L5
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Sta0111zatlon Fund Gold Transactions since the Outbreak of War
; on September L, 1939, by Years

f : PURCHASES’QF GOID FROM FOREIGN COUNTRIES
| ; {(In millions of dollars)
} ‘ . [

A R - o g ; .
1939 '19k0 19kl 1gk2  19L3 19 19kD Totals

Argentine - 631 — -

'
i
i .

b

- — - 63.1
Delgium | oWk 211 - — 3.0 311 100.1
Chile l Owh : 3;.5 2.8 1‘0 —— o - — ’ ?0?
China | —— —— T - 1.7 — - —_— .7
Colombiﬂ } : 3’9 ) lh-oé —— 0'3 - .- — 18o8
| S
Costa Rica R —_ - - - L0 Lo
Denmark ! - D - - - 3.k 3.0 6aly
1‘ lnland ! . — )-\l‘. 5 lc l T— - ——— l. 8 7 o )J-
France | « 165.L - 737.8 - - - - 278.5 1,181.7
Guatemalal - - - — — 6.2 _— 6.2
. i : :
liexico | 6.7 22,3 2L.L  18.3 - - - 68.7
Hetherlan§3 118.8 ?702 30, 1002» 1&02 ?02~ —— 23101
Neth, ¥ast Indies -~ ~ 7s0 5.0 331, - - - L5.1
Nicaragua}' 0.2 i 03 — _— - _— - 0.5
Norway | , 5.0 12,5 - - — — —_— 17.5
Peru | - 1.6 3.5 1.5 - 6.0 ho 16,6
Fortugal | - 16 — — — — - 1.6
Rumania | 0.8 1 L8 1O —_ -- - — 19.6
Sweden | 58,3  :180,0 - - — — — 238.3
S'?’Jitzerlar}d 50.0 115.0 — - —-— —— ——— 16500
! : ; ‘ : .
Switzerland -B.7.8. 6.7 ' 13.0 — - — —-— -— 19.7
Turkey | - bé — - = = - L
Uruguay ‘ —as 5. 2 89 9] 10. S — - — 230 ?
UQSQS-R. ’ 2.3 -: hloE 1800 —— —— —— ) 61.8
United Kingdom — - 1,536,6 281.8 - S - 1,818.4
. | P : .
Venezuela’ - 6.0 - - - - - 6.0
Yugoslavi? - Qi 22,5 == — - — 23.1
| - T ,
Total L63.L4 2,832.9 LO5.1 107.6 k.2  25.8 3224 L,169.5
| ‘
1
| o
| b
Treasury @epartment, Division of Monetery Research February 5, 1946
o ' V
F
i
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| STABILIZATION FUND GOLD TRANSACTIONS
| ' .
| f 1934 - 1939
| :" | |
: PURC-H&SES OF GOLD) FROM FOREIGN COUNTRIES ;
, (In millions of dollars)

Gountry 1934 1935 1936 1937 . 1938 1939 Totals
Argentina — —— — — e . 2.¢ ; 2.5
Belgium | — —_ -— 30,5 == 757 10642
Brazil | —— e —_— e—— 1.5 e 1.5
Chile | — —_ = — .9 A 1.3
China -~ - - -~ == 29,5 29.5
L/Olomblai ———— ——-' ‘ — —-—— ' lol . ‘ 7Qh e 8.5

" Frence —_— 105.5 2:h Lk 23.1 165.6  301.0
Mexico | e 1.1 10.0  11.3 22.l
Netherlagds -— —_ —— 15.1 3Le8 256.6 306.6
Nicaragua — - —— —— | e e W1
Norway | - — —_— _— — 5.0 5.0
Rgumania | C— — = —_ e 8 .8
Sweden | C - _— ; -— _— ¢ —— 58,3 58,3
Switzerland —_ —_— —_— — 56 1h0.7 163
UeSeSeRe | — —— — —_— - — 2,3 2.3
United King- ' 1 ,

dom | — 550 ! 12,5  235,0  &3h.0  613.4 165849
Totel —-  160,5 = 123.9 2861  TIL1  1369.6  265L.2

| . ‘

| ‘

! :

i z

{ :

i

Treasury }partment, Division of;Mohetary Research December 27, 1945
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Stabilisation Fund Gold Transactions .
-with the General Fund of the Tressury L/

f Gold Purchases Gold Sales
. from Uenersl Fund to General Fund
(In millions of dollars)
}5 19}'? e 23044 - 225.0
i 1?38 ' - i &06 t 62208 R

! 1939 S - C 1,021.3
b 1940 x ; '{: 3 — ' 2,795.7

1941 : 2307 1841
92 932 39.2
1944 I 1,319,5 -—

1945 - Jan. - : . b5.0 . —
! Feb. V 40,0 - -
| dar. . | 80.0 ' —
P “Apr. o 40.0 . -
b Hay 10040 ‘ —
| dume 50.1 - -
i J’llly ' . . ‘ 5909 . : : e
i . Mgo f : 60.0 b
\ ‘ Sept. ’ : 20-0 ) v -
’ | 0(3‘\3. ‘ ' 30-0 . —
HNov, ! ; - - V
" Dec. i 40.0 o 21&06

1/ Purchaced and sold at the flat price of $35 per fine

; ocunce, under arrangement appmved by the President on
| November 6, 1936.

|
I Treasury Department, Pivision of ionetary Hesearch  February 20, 1945
r - ‘ |
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- . |
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. Legislative zamq

: Section 10 of the Gold Rsaervs Act of 1934 provided for the astabliah-
ment of the exchange atabilization fynd "for the ‘parpose of gtabill :

exchange valie of the dollar', . The sum of $2 billlon was appmmiatad for
the f\mﬁ out ”o gm imrmm resultﬂng fwm tm md:mmn :ln thc wei@t. af

9W&u‘°“3' B fa e A;,

Ag i aﬁm pmﬂde& tha f\md was to- hava a Iife a:r m years m
Januery 30, 193L, unless terminated before that date by the President, How-
ever, the President was authorised to extend the period for not more than

. ono additional year, . On amiary 10, 936, the President ismed 8. Proclamss

»one additional year frem-January.30, 1936, By-~,-
: mm,;cowammmmeorm

Woods dgresaents Act, July 31, 1945, (Publie Law.171 = 790
Gmgmm) rw a;w tmmtm date for the swmnnm fund: @nd pro=

" shed, It &lso pro-
vides toh&t 31.8 billion of t}w original appropriation ot’ the stabilization
fund ahan b appue& to tho Mni‘ked mme aubnwiption«m the. Inwmtiwl

Tha Gam Ramrva Aet af 1934 authorized ths ::.acrstary o.f tha ?rasmry.
vd.th the appmm of the Pmaidmt, to énal, for ths acaaun‘h of ﬁm mnd:,

f 1gh 8 aeries of le%%e-ra and mmmcemnta (atmmd as &ppendh B).
ap;:romd by tha Pmsidant, t.hs fund is autharﬁ.zed t.o aarxv nn tha follomng
antiﬂmac ey R AT e vL ¥

I. % P gold. whethey tamm ar dnmstio, ﬂmported or eamarkeﬂ,
in t.he tkmsad States and abread, at the rate of §35 per fine tray ounce less

uqrberafampemmtandthsuamlmint ehargna,
‘ i

A 216800
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eretion on, :thr axw mpwa in connection with -

8er v "Mcfl.%hw'

, taf t&w fatabilizat.ion fund :Ls wat.ed in the %mt&ry
Wi appre? ,af the ?reaidentn

%nra, under the diraction of tha Secretary L

. oi:ﬂpsmitting £amign crmntrias to bnm up adaqua‘m mqmtary mem ansi

Sectmmofthe

1'. tiw ;mavm:lma

‘audited annual].v by a comﬁttoe af thres ﬁ‘aaaw ofﬁnials,,
r.canvergant ulth the fiscal operations of the Treamn-y and- ‘abY oo
any Wy with the operstions of the fund. The Committes's report

ia anhmtted to the Prasﬁ.dant and to Cnngrsas, as requﬁ:md by 'r.he 60341 m»

TIEE RS T

e ot i s e S

e 'ﬁze eaps.tsl aocount of the fund on Tecember 31, 19145 wag $2 $1il%om .

‘and & mulsted earnings were $78.0 million, In addition,the fund bad & : :
spwial reservs of $13.0 million for expenses end contingencies in comnection X-
mmgmmnmmmmtmxma. A detailed balance sheet is
gliven belw. :
mmpmofmwsmwmxmwmmmw "

Fund, pmvid& for 4n the Bretton Woods Agremnta Acty the fund win. be
lagt with rosources of about Wmmien. (
| o
‘ LW r:%
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?M mnlativwe&minga of the emhm&a mmmm !,'tznd thwu@a mcm-
bar.al,«whsgmn 1o approxi !
largely through: hand: cha " change otw gald
. trempactions, . The. mxa ve ndminiatrative expenass of the fund through Deceti
ber 31, 1945 amounted to approxdimately $3.7 milldon, lesving cumulstive net
mings of $78.0 million, An additionsl $13 million held as a reserve for -
m&ma an:l mtingmcisa‘-in mmtimn with @M saiss 4n tha ﬁiﬂﬂ’m Eaat

iﬁ a sumlative statement. of tha ewn‘.\,ngs and Ws .
ﬁf mﬂ ammmﬂ m 33 ﬁt mdm 31’ 19&5» ’
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go'mrment anMng inta tho Wnﬁ or to its eentral bank. In em-y easa. f@
the Pund weuld. ! %:ake hcal,;.mmey. md :n some casab ow canamal, for

Q‘}‘»t :

with o*-hé r W ies for mmﬁonal gurren f""'” ’
‘ tes; ¢ ar 25, 1936, ammd nt
was ta .Wt;fnﬂm afa;fcmnggc de’mei éﬁ a8 & wnmnmoa c.f ths cante:m-

The:three governments declared their inten-
ia*farder te mmid diaturbmces rmiting
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'-vizh, 36, Balgimn, the Netherlands, and Switaerlmd adhsred
; of tha Tripartit«s Ae.cafré and t!wae cauntrs.ea were added

In arder to faeilitate tha uge of g:ld in the settlement ai‘ interna..
tionel trangactions end in order to help foreign countries build up their
momtary reserves, the stabilisation fund has, since 193k, sold gold for
export to- céntral banks and the treasuriss of other countries. In recent
years, most of our gold sales have been to the Latin imericen and neutral
eaunw.tea w)mw dnllar halancsa were im"""‘ Beod hw mz&'oed mtass 'aar axpendi»
tﬂ;’.ﬂﬂ» Ble ! : ‘ y

{

a’m::g he wary the mbinsamn fund also participated with the

United Kingdom Treasury in a program of gold sales in India and the Mddle
East;: which was designed to miat those countries in their efforts to . .
check inflation and at the game time to provide the United S&a’b&a, at a
great’ savmg in dollar cogte, with rupees, Egyptian pounds and Ire '
rials needed for milimry expenditures, The volums of gold sold mder :

this ;arogram smounted to appmzimtaly §90 nﬂ.llicn. S

W

irchtses of go].d w ths stabiliwti&n ﬁmd have ‘been wwmwd "
'mwmmmxymaorm 2 uarmwhicht«immmm o
and ‘the other nations were nqua&ﬁna their gold and:othep: mata in ﬁxe C
Uﬂitad smtea m srder to pay-for:needed supplies, Thae£0110 - table: of

: s 8nd sales by the stabilizétion fund dmnstratea the uay in

whs.eh the stab&umtion fund ge.w operatims have adjustad to ehanging ecunemic
cendnimw

amt Salss ei’ Gold to Foreign Ceuntr&aa, L

w;_hgmg

| ; A utabinaatign Fund. i’uremm fm
|
!
i

| 2-U5 \ 58 o 3.&35,
Appandix G mnmim a breaiadwn of thsaa tramaatiam by eountr:lasp

af mcﬂ.al :mwmst m wmzectm with gold purohasaa hy tlm fund 18
the gnidpuruhaseagrammuthtmvssag Ap part of the Treasury's pro=
. gram of assisting our allies, the stabllization fund entered into a gold
purcma agreement with the USSR which parmitted that country to sell gold
to the United States for dollarg agains‘b future delivery of the gold. The
‘quantity of. gold purchaged under thege agrsements amounted o appmmmly
63 miluong The money was used. by the Hssli for pm'chases in this country.
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V To the ﬁmara}. Fund

m auaviato the shortage of Swies frangs during the war, t:m Ma‘mmma- :
tion_fund arrenged with the Swiss Covernment in May, 19L2, to obtain eech
month & specified ammint ef &135 ‘francs, These francs were then sold. to
Unitad}mtea Covernment agenel approved humanitarien mnp&, inited
States citizens vesiding in Switzerland (for Mmited living al “eeﬁ),
and foreign governmants for their diplomatic requirements. The ‘atabilizas
‘tion fund bas also on oecasicn dealt in Swiss francs in the market. in arder
to maintain the stability of the dollar-Swiss franc exchange mfw. ?ha Swies
have how abandoned’ the 1imitation on the amount of Swiss francs aviilable '
monthly to the gtabiligetion fund and have agreed to sell to the stnbilixa-

- tion fundv:a wﬂicimt qumuty or miss frams w meat thn ‘above’ requs

' ‘f;?"’ mlated Smina b:am pmgrama have hean mwad,
which ted 25 Commercial Corporetion and the United States
pnrchwad &iaj frends ia Swi‘bserlam, h&ving ‘tha ampr&ate dollar
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| ?mm @mfita on miw fram temmmaa, thmugh mcambw 31‘. 1.9345:
- ammhaﬁ—%n &?bh,m‘ S . ‘

' b of - Ireasur 'agoﬁaﬂapmgrm,deaigtxedwmﬂdeme
currenciw of Ind:la, Emt, and Iren naeded for militery expanditures, the
81:ahi11mﬁm.ﬁmdwm ‘about §90 milile afgammmmammemm
»ﬁast. m» mm waa @bld at @ prem\m of amt 60 mam.
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f’fmﬁbw ‘Yo m mﬂm ,

: z | whwh"mV when, mm shall be depas&tedwith + surer ..
‘the United States inia stabllisation fund: (hmidaﬁw calhd

‘the  Ffund®)’ undep ths exnlna&va control of the Secretary of. the
U sppamupyy - witho theapproval of the President, whose decisdons
, smnbemlmdmtmmsectwmﬂmhymoﬂwrofn

fimufmmtaﬂ Statesy: - The fund.shall be available: for::.:

¥
! mnditm’s. mr the dimethu of the Seeretaxy of the
| far m pumse m wmmm

rvestaent and rein nt-dn &ireeh abnaaﬁons of the Unitmi
Ststes of a:xy partinm oi‘ tha frmﬂ “?‘%f‘."h, the &mtary af tba

g (c) Allthepwera cani‘wmeihythis amt&mmﬂlm
" , pm two yoars after hhe date of ensctment of th&a Act, un=
, legs the Presgi \ “imwmmmmgth!gamrgency
; . ended am:! the operat&en of the stabilization fund terminated;
Z  dbut the Fmidem; may extend such period for not more than one
| , ‘additional year after such date hy”ymelmﬁm mmgusing
the cantinumm cf such mergmcy%' B
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ga) Mnﬂiam of tbe Seabinsaticn Fund
xmemmu Jm 30, 1939 = Public w 1-75th Gungmﬁa.
Jammz-y 33’ 193?. -

f Extended until June 30, 19i1 - Public Law 165 - 76th Gnnamas,

July 6, 1939, The Act also yequired that the anmusl report to the Fresi-

dmtmvidadforinuw Golﬂ&esarve Aot of 1931; emwalsubemadoto
Congress. _ L , :
‘ Extended mmz June 30. 19);3 Pub].ic Léier m = 77th Congress,

mm mm June 39, whs Publin m ha -' »'zau; congrm,

{3) mmn mwm .&nt .

I

| : ,
79‘&23' meas) rEROVEH tha tmninat&cn ﬁata f ﬂm wm&muan ﬁm& pm-
vm@a fcr mﬁw last: emm and sppliea 31,3. 111300 :

i A "&ecq ?. (a) abueem (a) ofimﬁmz 1@ ot the mld
! ' Regerve Aot Of l93h, as Wd‘ (U.b.C., td-m 31’ 28, 822&)’ .
é “"ismd&d tomadu falluwa: , o
- o '(e)." The mmtﬁry of ths ‘I‘mam 33 direetml
to uae: 31,800,, 5 of the fund esteblished in this

i © section to pay part. of the, gubscription of the United
| ‘ Htates to the International. &hnntary Pundy and any ve=
| paymntthareofahanbewwredinwthw‘h‘mrym

P ‘.“ miacammna meipt' L
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_in equivalent amounts in-dollars are hereby- established-in the Treas=

{H.R. 6976}

AN ACT )

To protect the currency system of the United States, to provide for the better
use of the monetary gold stock of the United States, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That the short
title of this Act shall be the “ Gold Reserve Act of 1934.” Py

Sec. 2. (a) Upon the approval of this Act all right, title, and
interest, and every claim of the I'ederal Reserve Board, of every
Federal Reserve bank,-and of every Federal Reserve agent, in and

to any and all-gold coin -and gold bullion shall pass to and are™

hereby vested in the United States; and in payment thercfor credits

ury in the accounts authorized under the sixteenth paragraph
of seetion 16 of the Federal Reserve Act, as heretofore and by this
Act amended (U.B.C. title 12, sec. 467). DBalances in such
accounts shall be payable in gold certificates, which shall be in such
form and in such denominations as the Secretary of the Treasury
may determine. All gold so transferred, not in the possession of
the United States, shall be held in custody for the United States
and delivered upon the order of the Secretary of the Treasury;
and the Federal Reserve Board, the Federal Reserve banks, and the
Federal Reserve agents shall give such instructions and shall take
such action as may be necessary to assure that such gold shall be
so held and delivered. : : S ,

(b) -Seetion 16 of the Federal Reserve Act, as amended, is further

~amended in the following respects:

(1) The third sentence of the first paragraph is amended to read
as follows: ¥ They shall be redeemed in lawful money on demand at
the Treasury Department of the United States, in the city of Wash-
ington, District of Columbia, or at any Federal Reserve bank.”

(2) So much of the third sentence of the second paragraph as
precedes the proviso is amended to read as follows: “ The collateral
security thus offered shall Le notes, drafts, bills of exchange, or
acceptances acquired nnder the provisions of section 13 of this Act,
or bills of exchange endorsed by a member bank of any Federal
Reserve district and Lmrchnsed under the provisions of section 14 of -
this ‘Act, or bankers’ acceptances purchaséd under the provisions
of said scction 14, or-gold certificates: ™.

(8) 'The first sentence of the third paragraph is amended to read
as follows: © Every Federal Reserve bank shall maintain reserves in
gold certificates or lawful money of not less than 35 per centum
against its deposits and veserves m gold certificates of not less than
40 per centum against its Federal Reserve notes in actual circula-
tion: Provided, however, That when the IFederal Reserve agent
holds gold certificates as collateral for Federal Reserve notes issued
to the bank such gold certificates shall be counted as part of the
reserve which such bank is required to maintain against its Federal
Reserve notes in actual cirenlation.” '

[PusLic—No, 87—73p_CongrEss] ____ ...
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(4) The fifth and sixth sentences of th i

, xth sentences e third pavagraph ar
zttlme,rfd‘ed to read as follows: “ Notes presented for lredeﬁf{:tl;]i(:u‘t;i
t.le fleasury of the United States shall be pald out of the redemp-
ion fund and returned to the Federal Reserve banks through which

— tiey- were- originally-issued; -and - thereupon-such—Federal-Reserve— -— -—

bank shall, upon demand of the Secretary of the Treasury, rei
itéigsti?gsmgtmn ﬁ;nd in1 1}:)1\\-'ful moneyyor,f if gugllxeFel:iglqulmllilllé(l\?\%g
e been redeemed by the Treasurer in gold ccrtiﬁ‘" tes, tl
such funds shall be reimbursed to the oxtent %oemo( oy by
: : sed 3 enied lecessar
%e Se’m etary of the Treasury in gold certificates, and SllCllsF(}({eIEK
Reserve bank shall, so long as any of its Federal Reserve notleq
remain outstanding, maintain with the Treasurer in gold certificates
%n amount sufficient in the judgment of the Secret?n'y to >rovid's
or all redemptions to be made by the Treasurer. TFederal '}ioqervg
gotes' received by the Treasurer otherwise than for redem stion ma
be (}.\changec_l for gold- certificates ont’ of the redemption fund h*:*réy
inafter provided and returned to the Reserve bank through wh'ic'I'
- they were originally-issued, or they may be returned.to such. b Il
for ,-vt hed?]redjlt of the United States.” ~ o Fo e Dam
i (ff))ILO\V']se: fourth, fifth, and gixth pavagraphs are amended to read
“The Federal Reserve Board shall rec uire e Feder
bank to maintain on deposit in the ’l‘rea}surif L(ilfdil;hlee%er:iﬁdl{%:tw
a sum in gold certificates sufficient in the judgment of the Seeret y
of the Treasury for the redemption of the Tederal Res*c:'vd nntly
issued to such bank, but in no event less than 5 per centum ofotlfi
total amount’of notes issued less the amount of gold certificates li 15
by the Federal Reserve agent as collateral security; but sucltl de >0e<:'t
of gold certificates shall be counted and included as part of tlf ;110
per centum reserve hereinbefore required. The Board shall hm'eethe

- right, acting through the Iederal Reserve agent, to grant in whole

or in part, or to reject entirely the applicati r Teder

Reserve .bankfor TFederal Reserve noteé ;lblut tol:;)l?e (e)f:t;;lt}thlfl;q:ﬁgl
application may be granted the Iederal Reserve Board s-halll
through its local Federal Reserve agent, supply Federal Reserve
notes to the banks so applying, and such bank shall be charged witle
the amount of the notes issued to it and shall pay sucll rate E
interest as may be established by the Federal Rescrve Board on ‘on(l)

that amount of such notes” which equals the total amount of 'ty
outstanding Federal Reserve notes less the amount of gold c] :
tificates held by the Federal Reserve agent as collz&teralgs'ecm':?‘
Federal Reserve notes issted to any such bank shall, upon deliv oy
together with such notes of such Iederal Reserve bank as m elg’,
issued under section 18 of this Act upon security of Ulli‘tédlggat .
2. per centum Government bonds, become a first and para ot
he‘x“onn a% téle afsgs of such bank. -~ paramount

ny Federal Reserve bank may at any time r its liabili

for outstanding Federal Reserve n);tes byydepogtif::;usgitll%tillg bllflflefly
f;:}flgfi%;;fy ao%etn}fe wlfnfgg%?lt Reselrvg notes, gold certificates, or
l _ ates. Iederal Reserve notes so depos-
ited shall not be reissued, except i ith the wou

diaiolnls 0{ arll rigingl issue,. e\‘cept upon compliance with the cou-

The Federal Reserve agent shall hold su ' tific
lawful money available exclusively for exclhzngé f%)()rl (111?311&(&3?%3&

__Reserve Board

[PuUB. B7.] 3 v
Federal Reserve notes when offered by the Reserve bank of which he
is. a director. Upon the request of the Secretary of the Treasury
the Federal Reserve Board shall require the Tederal Reserve agent

_to_transmit- to the Lreasurer of the United States so much of the

ficates held by him ascollateral cecurity for Federal Reserve

gold certificates
notes as may be required for the exclusive purpose of the redemption
of such Federal Reserve notes, but such gold _certificates when
deposited with the Treasurer hall be counted and considered ag if
collateral security on deposit with the Federal Reserve agent.”

(6) The eighth paragraph is amended to read as follows:

GATl Federal Reserve notes and all gold certificates and lawful
money issued to or deposited with any Federal Reserve agent under
the provisions of the Federal Reserve Act shall hereafter be held
for such agent, under such rules and regulations as the TFederal
may preseribe, in the joint custody of himself and
the Federal Reserve banlk to which-he is accredited. - Such .agent
“and such Federal Reserve banlk shall be jointly liable for the safe-
keeping of such Federal Reserve notes,-gold certificates, and lawful
money. Nothing herein contained, however,
prohibit a Federal Reserve agent from depositing gold certificates
with the Federal Reserve Board, to be held by such Board subject
to his order, or with the Treasurer of the United States for the

purposes authorized by law.” : , :

(7) The sixteenth paragraph is amended to read as follows:

« The Secretary of the Treasury is hereby authorized and directed
to reccive deposits of gold or of gold certificates with the Treasurer
or any Assistant Treasurer of the United States when tender¢d by
any Kederal Reserve bank or Federal Reserve agent for cre it to
its or his account with the Federal Reserve Board. The Secretary
shall prescribe by regulation the form of receipt to be issued by the
Treasnrer or Assistant Treasurer to the Federal Reserve bank or
Federal Reserve agent making the deposit, and a duplicate of such
receipt shall be delivered to the Federal Reserve Board by the
Treasurer at Washington apon proper advices from any Assistant

P . .
Treasnrer that such deposit has been made. Deposits so made shall

be held subject to the orders of the Federal Reserve Board and shall
be payable in gold certificates on the order of the Federal Reserve
Board to any Federal Reserve bank or Federal Reserve agent at the
Treasury or at the Subtreasury of the United States nearest the place
_ of business of such. Federal Reserve bank or such Federal Reserve
agent. The order nsed by thie IFederal -Reserve Board in making
such payments shall be signed by the governor or vice governor, or
such other oflicers or members as the Board may by regulation ;-%m%
seribe.  The form of such order shall be approved by the Sceretary
of the Treasury.” . A
(8) The cighteenth paragraph is amended to read as follows: . -
“« Peposits made nnder this scction standing to- the credit of any
Federal Reserve bauk with the Federal Reserve Board shall, at the
option of said bank. be comnted as part of the lawful reserve which
it is required to maintain against outstanding Federal Reserve
notes, or as a part of the reserve it is required to maintain against
deposits.” , . ’ .
Sre. 8. The Secretary of the Treasury ghall, by regulations issued
hevetmder. with the approval of the President, preseribe the condi-

shall be construed to =~ =~
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tions under which gold may be acquired and held, transported,
melted or treated, imported, exported, or earmarked: (a) for indus-
trial, professional, and artistic use; (b) by the Federal Reserve banks
-for the purpose of settling international balances; and, (c) for such

poses of this Act. Gold in any form may be acquired, transported,
melted or treated, imported, exported, or earmarked or held in cus-
tody for foreign or domestic account (except on behalf of the United
States) only to the extent permitted by, and subject to the condi-
tions prescribed in, or pursuant to, such regulations. Such regula-
tions may exempt from the provisions of this section, in whole or in
part, gold situated in the Philippine Islands or other places beyond
the limits of the continental United States.

Sec. 4. Any gold withheld, acquired, transported, melted or
treated, imported, exported, or earmarked or held in custody, in

- -violation of this Act-or-of any-regulations issued -hereunder, or -

licenses issued pursuant thereto, shall be forfeited to the United
-States, -and may be seized and-condemned -by--like- proceedings as
those provided by law for the forfeiture, seizure, and condemnation
of property imported into the United States contrary to law; and in
addition any person failing to comply with the provisions of this
Act or of any such regulations or licenses, shall be subject to a penalty
equal to twice the value of the gold in respect of which such failure
occurred.

Skc. 5. No gold shall hereafter be coined, and no gold coin shall
hereafter be paid out or delivered by the United States: Provided,
however, That coinage may continue to be executed by the mints
of the United States for foreign countries in accordance with the

Act of January 29, 1874 (U.S.C,, title 81, sec. 367). All gold coin .

of the United States shall be withdrawn from circulation, and,

- -together with all other gold-owned by the United States, shall be

formed into bars of such weights and degrees of fineness as the
Secretary of the Treasury may direct.

- Sec. 6. Except to the extent permitted in regulations which may
be issued hereunder by the Secretary of the Treasury with the
approval of the President, no currency of the United %tates shall
be redeemed in gold : Provided, however, That gold certificates owned
by the Federal Reserve banks shall be redeemed at such times and in
such amounts as, in the judgment of the Secretary of the Treasury,
are necessary to maintain the equal purchasing power of every kind
of currency of the United States: And provided further, That the
reserve for United States notes and for Treasury notes of 1890, and
the. security for gold certificates (including the gold certificates held
in the Treasury for credits payable therein) shall be maintained
in gold bullion equal to the dollar amounts required by law, and

. the reserve for Federal Reserve notes shall be maintained in gold -

certificates, or in credits payable in gold certificates maintained with
‘the Treasurer of the United States under section 16 of the Federal
Reserve Act, as heretofore and by this Act amended.

No redemptions in gold shall be made except in gold bullion bear-
ing the stamp of a United States mint or assay office in an amount
equivalent at the time of redemption to the currency surrendered
for such purpose.

“other purposes-as'in-his judgment are not inconsistent-with-the-pur-

{PyB.87.} ’ 5

Skc. 7. In the event that the weight of the old dollnr»s}’ldalll ?(g
any time be reduced, the resulting increase in value of the g;) wld
by the United States (including the gold held as security for dgg
certificates and as a reserve for any Umted States notes and for
Treasury-notes-of 1890)_shall be_covered into the Treasury as a mis-

cellaneous receipt; and, in the event that the weight of the gold

; . . ! Tue
dollar shall at any time be increased, the resulting decrease in va
of the gold held );s a reserve for any United States notes a}n;xdnfgr
Treasury notes of 1890, and as security for gold certificates s éx 3
compensated by transfers of gold bullion from the general fun L anh
there is hereby appropriated an amount sufficient to provide for suc1
transfers and to cover the decrease in value of the gold in the genera
fund. )

UISI;:C. 8. Section 3700 of the Revised Statutes (U.S.C, title 31,

. 784) is amended to read as follows: . '

§§<€‘ SEC,) :;-?zgo With.the approval of the President, the Secretary of

the Treasury may purchase gold in any amounts, at iome or abroad,

_. with.any direct. obligations, coin, or currency of the United States,

thorized by law, or with any funds in the Treasury not otherwise-
ggprapriated): at such rates ag’d upon such terms and conditions as
he may deem most advantageous to the public interest ; any provision
of law relating to the maintenance of parity,-or limiting thebpu.rposc(sis
for which any of such obligations, coin, or currency, may ellssge s
or requiring any such obligations to be offered as a popula{ oari1 or
on a competitive basis, or to be offered or issued at not es; tha{l
par, to the contrary notwithstanding. All gold so purehasg shal
be included as an asset of the general fund of the Treasury.”

Sec. 9. Section 3699 of theﬁ&ewsed Statutes (U.S.C., title 31, sec.
733) is amended to read as follows: o
‘3?‘)81138(;1 3399. The Secretary of the Treasury may anticipate the
payment of interest on the public debt, by 8 period not ex%ef:dtmg.
one vear, from time to time, either with or without a reb&t&iil Oh inter-
est upon the coupons, as to him may seem expedient; and he mag
sell gold in any amounts, at home or abroad, in such mannerdan
at such rates and upon such terms and conditions as he xgay eeﬁ
most advantageous to the public interest, and the groceeds of any gold
so sold shall be covered into the general fun of the Treazla{nt' :
Provided, however, That the Secretary of the Treasury may se .te
gold which is required to be maintained as a reserve or as security
for currency issued by the United States, only to the ext%nt necessary
‘to-maintain such currency at a parity with the gold dollar.”

Sgc. 10. (a) For the purpose of stabilizing the exchange value of

" the dollar, the Secretary of the Treasury, with the approval of the

esident. directly or through such agencies as he may designate, 18
f&gﬁfr‘;z:é? ?for t]?lye account of the fund established in this sectlonf,
to deal in gold and foreign exchange and such other instruments o
credit and securities as he may deem necessary to carr out.th:ia pur&
pose of this section. An a(;muailatglt (')(fi sutch fund shall be made an

t thereof submitted to the Iresident.
: r(e{));)rTg :nable the Secretary of the Treasury to carry out the pro-
visions of -this section there is hereby appropriated, out of ghe
receipts which are directed to be covered 1nto the Treasury l'llnb‘ir
section 7 hereof, the sumn of $2,000,000,000, which sum when available
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shall be deposited with the Treasurer of the Uni : 1

hall b t 3 ted States 1n a sta-

blll%atlon fund (hereinafter called the “ fund ”’) under the exclugi\rzle

%)n ‘I:Oll of the Secretary of the Treasury, with the approval of the
resident, whose decisions shall be final and not be subject to review

~—=---by any other officer of thi¢ 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 carrying
out the provisions of this section, including the investment and Pein-
vgstment in direct obligations of the United States of any portions
Of ttﬁe }f;und which the Secretary of the Treasury, with the approval
of the President, may from time to time determine are not currently

required for stabilizing the exchange value of the dollar. The pro- -

ceeds of all sales and investments and all earnings i
¢ Inves ts alles rers and interest aceru-
ing under the operations of this section shall be paid into the fil;:ld
am(l §hiﬂlbtel available for the purposes of the fund. .-

© -the powers conferred by this section shall-expire two yeur:
after the date of enactment of this Act, unless the Plresident il)ill?

- sooner declare the existing enlergency: ended-and the-operation-of-the—

stabilization fund terminated; but the President ma :
period for not more than one additional year after suchydz‘t(;el!)l)(} psluotcl}
Iamation recognizing the continuance of such emergency.
_ Sec. 11. The Secretary of the Treasury is hereby authorized to
:lsssut(i;evvlstglc thte approvallof the President, such rules and regulations
: retary imma € S " \ T
puéposelsgof thisyAct.y deem necessary or proper to carry out the
EC. 12. Paragraph (b) (2), of section 43, title III, o
‘;gl;g;‘;"cg {1:/]1*‘3’ %9,1 i)9331 Public, Numbered 10, Sevent)’z-tlf)ifge(;})ﬁt- -
nendec addn v w e :
res:.‘dli\;l:g a}s f]clrllcl)ws: y 1z two new sentences at the end thercof,
or shall the weight of the gold dollar be fixed in any ev
‘:llg))orq than 60 per centum of its present weight. The po\\%l‘?g}ltﬂig
.d‘regldent specified in this paragraph shall be deemed to be separate
. t‘lstm(:t, and continuing powers, and may be exercised by him from
time to time, severally or together, whenever and as the exp’ressed
objects of this section in his judgment may Tequire; except that such
powers shall expire two years after the date of enactment of the
old I.{es.erve Act of 1934 unless the President shall sooner declare
the existing emergency ended, but the President may extend s{lch
period for not more than one additional year after such date by proc
) Iamation recognizing the continunance of such emergency.” broe
Paragraph (2) of subsection (b) of section 43, title 111, of an

LI891C

Act entitled “An Act to relieve the cxisting national economic ¢mer
gency by increasing agricultural purchasing power, to raise reventui—
for extraordinary expenses incurred by reason of such emergenc tg
provide emergency relief with respect to agricultural iu(letf)tedl}:éss
to provide for the orderly liquidation of joint-stock land banks, : nd
for other purpases ”, approved May 12, 1933, is amended l;y f\ld’d‘;nfr
at“tlle end of said paragraph (2) the following: e

The President, in addition to the nuthori?y to provide for the
unlimited coinage of silver at the ratio so fixed, nnder such tm-n:(i
and conditions as he may presciibe, is further authorized to ('ﬁu:
to be issued and delivered to the tenderer of silver for coinage Qi‘]v;}g
certificates in lien of the standard silver dollars to which fhe tend-

PN

7
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M

crer would be entitled and in-an amonnt in dollars equal to the

pumber of coined standard silver

silver for coinage -would receive in stan
“Phe President is further anthorized to issue silver ce C
e may prescribe against any silver

in_such. denominations as 1
bullion, silver, or
held for redemption of any outsta

dollars that the tenderer of such

lard silver dollars.
i rtificates

standard silver dollars i thie Treasury ot ‘then - -

wling silver certificates, and to

coin standard silver dollars or subsidiary currency for the redemp-

tion of such silver certificates.
“The President is authorized,

his diseretion, to Hn’escribc dif-

ferent terms and conditions and to make different charges, or.to

collect different seigniorage, for the coina .
production than for the coinage of silver Froduccd in the United

States or its dependencies.  The silver certi

shall be issued, delivered, and cireul

ce of silver of foreign

ated substantially in conformity

with the law _now governing existing silver certificates, except as
way herein be expressly provided to the contrary, and shall have
and possess all of the privileges and the legal tender characteristics

of cxisting silver certificates now
States, or in circulation.

“in “tlie Treasury-of the -United -

«The President is authorized, in addition to other powers, 1o
reduce the weight of the standard silver dollar in the same pevcentage
that e reduces the weight of the gold dollar.

«The President is further author
of subsidiary coins so as to mai
the standard silver dollar and with

Sge. 13. All actions, regulations,

ized to reduce and fix the weight

ntain the parity of such. coins with

the gold dollar.”
rules, orders, and proclunations

heretofore taken, promulgated, made or issued by’ the President

of the United States or the Secretary of the Treasury, under tae
Act of March 9, 1933, or under section 43 or section 45 of title I11

of the Act of May 12, 1933, ave
confirmed.
Sre. 14. (a) The Second Liberty
amended as follows:
1) By adding at the end of sec

Liercby approved, ratified, and

Bond Act, as amended, is further

tion 1 (U.S.C., title 31, sec: 7523

Supp. VII, title 31, sec, 752), a new paragraph as follows:
« Notwithstanding the provisions of the foregoing paragraph, the

Secretary of the Treasury may fr

popular loan and he may malce
allotments - upon any applic
made as a popular loan.”

om time to.time, when he decms
it to be in the public interest, offer such bonds otherwise than as a
allotients in full, or reject or rednce
ations whether or not the offering was

icates herein referred to .

(2) By inserting in section 8 (U.S.C., title 31, sec. T71), after the " ;
words “certificates of indebtedness”, a comma and the words &

¢ Preasury bills 7. : - - :
(3) By striking .out the figures *$7,500.000,000 ? wheve thiey
appear in section 18 (U.S.C, title B1. see. 753) and- inserting in lieu
thereof the fgnres “ $10,000,000,000.” ' o S :
. (4) By adding thereto two new sections, as follows
« Spe. 19, Notwithstanding any cther provisions of law, any obli-
gations authorized by this Act’may be issued for the purchase,
redemption, or refunding. at or before maturity, of any ontstanding -
bonds, notes, certificates of indebtedness, or -Treasury bills, of the
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[PuBLic—No. 165—76ra CoNGREsS]
[CaarrER 260—18T SESSION]
" [H. R. 3325)
AN ACT

To.extend the time within which the powers relating-to the stabilization fund
and alteration of the weight of the dollar may be exercised.

Be it enacted by the Senate and House of Representatives of the

- United States of America in Congress assembled, That subsection (a)

of section 10 of the Gold Reserve Act of 1934, approved January 30,
1934, as amended, is further amended by striking out the period
at the end of such subsection and adding thereto the words “and to
the Congress.”

Skc. 2. Subsection (c) of section 10 of the Gold Reserve Act of
1934, approved January 30, 1934, as amended, is further amended to
read as follows: .

“(c) All the powers conferred by this section shall expire June 30,
1941, unless the President shall sooner declare the existing emergency

~ ended and the operation of the stabilization fund terminated.”

Sec. 3. The second sentence added to paragraph (b) (2) of Section
43, title 111, of the Act approved May 12, 1933, by section 13 of said
Gold Reserve Act of 1934, as amended, is further amended to read
as follows: “The powers of the President specified in this paragraph
shall be deemed to be separate, distinct, and continuing powers, and
may be exercised by him, from time to time, severally or together,
whenever and as the expressed objects of this section in his judgment
may require; except that such powers shall expire June 30, 1941, unless
the President shall sooner declare the existing emergency ended.”

Sec. 4. (a) Each United States coinage mint shall receive for
coinage into standard silver dollars any silver which such mint, sub-
__ject to regulations-prescribed- by the Secretary of the Treasury, is

satisfied has been mined subsequently to July 1, 1989, from natural

_deposits in the United States or-any place subject to the jurisdiction

thereof,

(b) The Director of such mint with the consent of the owner shall
deduct and retain of such silver so received 45 per centum as seign-
iorage for services performed by the Government of the United States
relative to the coinage and delivery of silver dollars.. The balance of
such silver so received, that is 55 per centum, shall be coined into
standard silver dollars and the same or any equal number of other
standard silver dollars shall be delivered, to the owner or depositor of
such silver, and no provisions of law taxing transfers of silver shall

extend or apply to any delivery of silver to a United States mint
__under this section.. . The 45 per centum of such silver s6 déducted shall

be retained as bullion by the Treasury or coined into standard silver

dollars and held or disposed of in the same manner as other bullion

or silver dollars held in or belonging to the Treasury. V
(c) The Secretary of the Treasury is authorized to prescribe regu-

lations to carry out the purposes of this section. Such regulations

216818
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shall contain provisions substantially similar to the provisions con-
tained in the regulations issued pursuant to the Act of Congress
approved April 23, 1918 (40 Stat. L., p. 535), known as the Pittman
Act, with snch changes as he shall determine preseribing how silver
tendered to such mints shall be identified as ga i '
from natural deposits in the United States or any places subject to
1ts jurisdiction subsequent to J uly 1, 1939,

Approved, July 6, 1939,
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[Pusric Law 142—771E CONGRESS] ; : il i
[CHAPTER 265—1sT SEssioN] |
[H. R. 4646]
AN ACT

To extend the time within which the powers relating to the‘ stabilization fund
and alteration of the weight of the dollar may bei exercised.

-t

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That subsection (c)
of section 10 of the Gold Reserve Act of 1934, approved January 30,

1934, as amended, is further amended to read as follows:

“{c) All the powers conferred by this section shall expire June 30,
1943, unless the President shall sooner declare the existing emergency
ended and the operation of the stabilization fund:terminated.”

Sec. 2. The second sentence added to paragraph (b) (2) of section
43, title ITI, of the Act approved May 12, 1933, by 'section 12 of said
Gold Reserve Act of 1934, as amended, is further amended to read
as follows: “The powers of the President specified in this paragraph
shall be deemed to be separate, distinct, and continuing powers, and
may be exercised by him, from time to time, severally or together,
whenever and as the expressed objects of this section in his jufgmenb
may require; except that such powers shall expire June 30, 1943,
unless the President shall sooner declare the existing emergency

e ended.” ' L '

Approved, June 30, 1941.

b S Ao A e

et s A ——"E GO SN

= —

G
PR

e oot S o8 o B e S Hhtrt = L W

<.

pl - T g % A . ) X . - B
B R T e

Z.C?Lh‘V‘éo) &IIUE[ t ”WCBW@’*W
| 95 Dd° Q31ISEV3

e m—
L e Gt
B

VIR



|

[PusLic Law 42—78TH Comgmss}i
- [CHAPTER 76— 18T SEssIoN]
[S. 991]

AN ACT

" To extend the time within which the powers relating to the stabilization fund
. . may be exerciged. '

. Be it enacted by the Senate and House of 'Rie?[feslentam'ves of the
- United States of America in Congress assembled, That subsection (b)
© of section 10 of the Gold Reserve 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.” ,
- Sgc, 2. Subsection (c¢) of section 10 of the Gold Reserve Act of .
1984, approved January 30, 1984, as amended, ‘is amended to read
_as follows: . ' :
“(c) All the powers conferred by this section shall expire June

.80, 1945, unless the President shall sooner declare the existing -

_emergency ended and the operation of the: stabilization fund
“terminated.” ; ,

Approved April 29, 1943.
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[CaAPTER 339—185T SEsSsION]
[H. R. 8314]
AN ACT

To provide for the partlcipation of the United States in.the International Mone-~
tary Fund and the International Bank for Reconstruction and Development.

Be it enacted by the Senate and House of Representatives of the

United States of America in Congress assembled,

. .ments Act’l..
ACCEPTANCE OF MEMBERSHIP

Sec. 2. The President is hereby authorized to a«ccept‘membership
for the United States in the International Monetary Fund (herein-

after referred to as the “¥und”), and:in the International Bank for

Reconstruction and - Development (hereinafter referred to as the
“Bank’), provided for by the Articles of Agreement of the Fund and

the Articles of Agreement of the Bank as set forth in the Final Act.

of the United Nations Monetary and Financial Conference-dated

- July 22, 1944, and deposited in the archives of the Department of

State.
 APPOINTMENT OF GOVERNORS, EXECUTIVE DIRECTORS, AND ALTERNATES

- Sxc. 8. (a) The President, by and with the advice and consent of

- the Senate, shall appoint a governor of the Fund who shall also serve
as a governor of the Bank, and an executive director of the Fund and
an wexecutive director of the Bank. The executive directors so
appointed shall also serve as provisional executive directors of the
Fund and the Bank for the purposes of the respective Articles of
Agreement. The term of office for the governor of the Fund and of
the Bank shall be five years. The term of office for the executive
directors shall be two-years, but the executive directors shall remain
in office until their successors have been appointed.

(b) The President, by and with the advice and consent of the Senate,
shall appoint an alternate for the governor of the Fund who shall also
serve as alternate for the governor of the Bank.” The President, by
and with the advice and consent of the Senate, shall appoint an alter-

nate for each of the executive directors. The alternate for each execu-

tive director shall be appointed from among individuals recommended
to the President by the executive director. The terms of office for
alternates for the governor and the executive directors shall be the
same as the terms specified in subsection (a) for the governor and
executive directors, . : ;

SHORT TITLE _ o

A SE'C’;XON 1. This Act may be cited as.‘ the “Bretton Woods Agree-
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(c) No person shall be entitled to receive any salary or other com-
pensation from the United States for services as a governor, executive
director, or alternate. ' '

NATIONAL ADVISORY COUNCIL ON INTERNATIONAL MONETARY AND __

Tt T T T “ "FINANCIAL PROBLEMS ~ .

Seo. 4. (a) In order to coordinate the policies and operations of
the representatives of the United States on the Fund and the Bank
and of all agencies of the Government which make or participate in
making foreign loans or which engage in foreign financial, exchange

or monetary transactions, there is hereby established the National-

Advisory Council on International Monetary and Financial Problems
(hereinafter referred to as the “Council”), consisting of the Secretary
of the Treasury, as Chairman, the Secretary of State, the Secretary
of Commerce, the Chairman of the Board of Governors of the Federal
Reserve- System, and -the Chairman-of-the Board of Trustees of the

-Export-Import Bank of Washington. o ,
. (b) (1) The. Council, after consultation-with the representatives

of the United States on the Fund and the Bank, shall recommend
to the President general policy directives for the guidance of the

representatives of the United States on the Fund and the Bank.

(2) The Council shall advise and consult with the President and

‘the representatives of the United States on the Fund and the Bank
"on major problems arising in the administration of the Fund and

the Bank, , L

(8) The Council shall coordinate, by consultation or otherwise, so
far as is practicable, the policies and operations of the representa-
tives of the United States on the Fund and the Bank, the Export-
Import Bank of Washington and all other agencies of the Govern-
ment to the extent that they :make or participate in the making of
foreign-loans or engage in foreign financial, exchange or monetary
transactions. = .~ - C

(4) Whenever,'under-the Articles of Agreement of the Fund or

the Articles of Agreement of the Bank, the approval, consent or

agreement of the United Statesis required before an act may be done

by the respective institutions, the decision as to -whether such
approval, consent, or agreement, shall be given or refused shall (to
the extent such decision is not prohibited by séction 5 of this Act)

be made by the Council, under the general direction of the President.
No governor, executive director, or alternate representing the United

States shall vote in favor of any waiver of condition under article V,

section 4, or in favor of any declaration of the United States dollar
. as a scarce currency under article VII, section 3, of the Articles of

Agreement of the Fund, without prior approval of the Council.
(5) The Council from time to time, but not less frequently than

every six months, shall transmit to the President and to the Congress.

a report with respect to the participation of the United States in the
Fund and the Bank. o C

(6) The Council shall also transmit to the President and to the
Congress special reports on the operations and policies of the Fund
and the Bank, as provided in this paragraph. The first report shall

" be made not later than two years after the establishment of the Fund

~

and the Bank, and a report shall be made every two years after the .

P
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making.of the first report. Each such report shall cover and include:
The extent to which the Fund and the Bank have achieved the pur-
poses for which they were established ; the extent to which the oper-

. ations and policies of the Fund and the Bank have adhered to, or

departed from, the general policy directives-formulated-by the Coun-- - NS S

cil, and the Council’s recommendations in connection therewith; the
extent to which the operations and policies of the Fund and the Bank
have been coordinated, and the Council’s recommendations in connec-
tion therewith ; recommendations on whether the resources of the Fund
and the Bank shouldbe increased or decreased ; recommendations as
to how the Fund and the Bank may be made more effective; recom- -
mendations on any other necessary or desirable changes in the Articles
of Agreement of the Fund and of the Bank or in this Act; and an

over-all appraisal of the extent to which the operations and policies -

of the Fund and the Bank have served, and in the future ‘may be

expected to serve, the_interests of the United States and the worldin - --- - -

promoting sound international economic cooperation and furthering
world security. - _ L
. (7) The Council shall make such reports and recommendations .to
the President as he may from time to time request, or as the Council
may consider necessary to more effectively or efficiently-accomplish
the purposes of this Act or the purposes for which the Council is
created. - . : , : .
(¢) The representatives of the ‘United States on the Fund and the

'.Bank, and the Export-Import Bank of Washington (and: all .other

agencies of the Government to the extent that they make or participate
in the making of foreign loans or engage in foreign financial, exchange
or monetary transactions) shall keep the Council fully informed of

- their activities and shall provide the Council with such further infor-

mation or data in their possession as the Council may deem necessary
to the appropriate discharge of its responsibilities under this Act. -

CERTAIN ACTS NOT TO BE TAKEN WITHOUT AUTHORIZATION

Sec. 5. Unless Congress by law authorizes such action, neither the
President nor any person-or agency shall on behalf of the United
States (a) request or consent to any change in the quota of the United
States under article IIT, section 2, of the Articles of Agreement of the -
Fund; (b) propose or agree to'any change in the par value of the.
United States dollar under article IV, section 5; or article XX, section

4, of the Articles of Agreement of the Fund, or approve any general
‘change in par- values under article IV, section 7; (¢) subscribe to -

additional shares of stock under article IT, section 3, of the Articles
of Agreement of the Bank;-(d) accept any amendment under article
XVII of the Articles of Agreement of the Fund or article VIII of
the Articles of Agreement of the Bank; (e). make any loan to the
Fund or the Bank. .Unless Congress by law authorizes such action,
no-governor or alternate appointed to represent the United States
shall.vote for an increase of capital stock of the Bank under article
IT, section 2, of the Articles of Agreement of the Bank. )
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DEPOSITORIES

. SEE). 6. Any Federal Reserve bank which is requesf;ed td do so by
the Fund or the Bank shall act as its depository or as its fiscal agent,
and the Board of Governors of the Federal Reserve System shall super-

'PAYMENT OF SUBSCRIPTIONS

Sec. 7. (a) Subsection (¢) of section 10 of the Gold Reserve Act of
1934, as amended (U. S. C, title 31, sec. 822a), is amended to read
as“f(c>1§ows: S o o ' K

“(c) The Secretary of the Treasury is directed to use $1,800,000,000
of the fund established in this section to pay part of the subscription
of the United States to the Internationa}i) Monetary Fund; am}) any
repayment thereof shall be covered into the Treasury as a miscellaneous

- receipt.”

- tary of the Treasury, after paying the subscription of the United- ~

. (b). The Secretary of the Tréasury is authorized to pay the balance-
of $950,000,000 of the subscription gf the United Statxfzsyto the Fund
_hot provided for in subsection (a) and to_pay the subscription.of the-
United States to the Bank from time to time when payments are
required to be made to the Bank. Tor the purpose of making these
payments, the Secretary of the Treasury is authorized to use as a
public-debt transaction not to exceed $4,125,000,000 of the proceeds
of any securities hereafter issued under the Second Liberty Bond Act,

- as-amended, and the purposes for which securities may be issued under

that Act are extended to include such purpose. Payment under this
subsection of the subscription of the United States to the Fund or
the Bank and repayments thereof shall be treated as public-debt trans-
actions of the United States. T .

{c) For the purpose of keeping to a minimum the cost to the
United States of participation in the Fund and the Bank, the Secre-

States to the Fund, and any part of the subscription of the United

- States to the Bank required to be made under article I, section 7 (1)

“dollars to the extent permitted by the respective Articles of

of the Articles of Agreement of the Bank, is authorized and directed

- to issue special notes of the United States from time to time at par

and to deliver such notes to the Fund and the Bank in exchange for
gree-

- ment. The special notes provided for in-this subsection shall be

issued under the authority and subject to the provisions of the Second
Liberty Bond Act,as amended, and the purposes for which securities

‘may be issued under that- Act are extended to include the purposes

for which special notes are authorized and directed to be issued under

_this subsection, but such notes shall bear no interest,. shall be non-

negotiable, and shall be payable on demand of the Fund or the Bank,
as the case may be. The face amount of special notes issued to the
Fund under the authority. of this subsection and outstanding at any
one time shall not exceed in the aggregate the amount of the sub-
scription of the United States actually paid to the Fund, and the .
face amount of such notes issued to the Bank and. outstanding at
any one time shall not exceed- in the aggregate the amount of the
subscription of the United States actually paid to the Bank under

5 {PUB. Law 171} i3

article II, section 7 (i), of the Articles of Agreement of the Bank.-

(d) Any payment made to the United States by the Fund or the
Bank as a distribution of net income shall be covered into the Treasury
as a miscellaneous receipt. . : :

OBTAINING AND FURNISHING INFORBMATION

SEc. 8. (a) Whenever a request is madé by the Fund to the United
States as a member to furnish data under article VIII, section 5, of
the Articles of Agreement of the Fund, the President may, through
any agency he may designate, require any person to furnish such
information as the President may determine to be essential to comply
with such request.
seek to collect the information only in such detail as is necessary to
,comp]g with the request of the Fund. No information so acquired
shall be furnished to the Fund in such detail that the affairs of any

person are disclosed. - ’

- " -(b) In-the event any person refuses to furnish such information-

when requested to do so, the President, through any designated gov-
-ernmental -agency,- may by subpoena-require-such person: to-appear.. .
and testify or to appear and produce records and other documents, -

or ‘both. In case of contumacy by, or refusal to obey a subpoena
served upon any such person, the district court for any district in.
which such person is found or resides or transacts business, . upon

application by the President or any governmental agency designated .

by him, shall have jurisdiction to issue an order requiring such person

to appear and give testimony or appear and produce records and .

documents, or both; and any failure to obey such order of the court
may be punished by such court as a contempt thereof.

(¢) It shall be unlawful for any officer or employee of the Gov-
ernment, or for any advisor or consultant to the Government, to
disclose, otherwise than in the course of official duty, any information
obtained under this section, or to use any such information-for his

personal benefit. Whoever violates any of the provisions of this sub-- -

section shall, upon conviction, be fined not more -than $5,000, or

- imprisoned for not more than five years, or both. .

. a .

d) The term “person” as used in this section means an individual, -

partnership, corporation or association.
FINANCIAL TRANSACTIONS WITH FORRIGN GOVERNMENTS IN DEFAULT

‘Sec. 9. The Act entitled “An Act to prohibit ﬁnanciai transactions
with any- foreign government in default on its obligations to-the

United States”; approved April 13, 1934 (U. S. C,, titlé 31,'sec. 804a),

is amended by adding at the end thereof a new section to read as

follows: ; ) ) ,
“Src. 3. While any foreign government is a member both of the

International Monetary Fund and of the International Bank for -

Reconstruction and Development, this Act shall not apply to the sale
or purchase of bonds, securities, or other obligations of such govern-
ment or any political subdivision thereof or of any organization or
association acting for or on behalf of such government or political

" subdivision, or to-the making of any loan to such government; politi-

cal subdivision, organization, or association.”

In making such determination the President shall -

-
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i . JURISDICTION AND VENUE OF ACTIONS | A : 7 . ,
, Sec. 10. For the purpose of any action which may be brought Iember. for current ¢p (Pos. Law 171
; within the United gtages or its %‘erritor’ies or %os'sessions by or ::;S resources to prowdi%fgg ?;ns and whether it hag authori
D against the Fund or the Bank in accordance with the Articies of : ents, or to meet g large o 1ties for relief, reconstryet Ority to use
YT T "Agresment of the Fiind oF the Articles of -Agreement of-the-Bank, —-- —f----- 2% 80y member, _.._ 5> °T Sustained outflow ofmcapitafn’ orarma-
. - the Fund or the Bank, as the case may be, shall be deemed to be an = ° . (b) If the interpretation 1tal on the part ’
i inhabitant of the Federal judicial district in which its principal office V rny of the questiong stated in thhe Fund answeys in the aff tive
P in the United States is located, and any such action at law or in : e%resentmg- he United States 1o 1 00" (2), the governor of .hl'matlve
P equity to which either the Fund ‘or the Vgank shall be a party shall and support an amendment to + herel?y directed % o It; ¢ Fund

be deemed to arise under the laws of the United States, and the dis- Eosebof €Xpressly negativing sye

trict courts of the United States shall have p‘ri%nal jurisdiction of b ! :
any such action. When either the Fund or the Bank is a defendant - on behalf of the United States, to accept an amendment to hSldem 187 >
in any such dction, it may, at any time before the trial thereof, remove S that effect \ ‘i?éf el
such action from a State court into the district court of the United : : FURTHER PROMOTION Ofp I ' aih = %
States. for the proper district by following the procedure for removal  SEC. 14 Tn th . NTERNATIONAL ECoNOMIo RELA e art
of causes otherwise provided by law, - - - - . - R eCOnozilié‘colz, the realization that additiona] L IoNs . R 1 oo
: . - o AND PRIVILE o ' V alanced grovlgflfagéop JTe necessary to facllmu;e%ltsures of internationa) 1 E ;)‘
o ~ BTATUS, IMMUNITIES AND PRIVILEGES . V operations of the ul;lternatmnal trade ang refljef he €xXpansion gapd [ A
S Seo. 11. The provisions of article IX, sections 2 to 9, both inclusive, f;: dzcy of the United Staissd tihe I?nk, 1t is hereby é;lco S;}decmve the < |ﬂ o
g : and the first sentence of article VIIIL, section 2 (b), of the Articles of : poss,fé})operamon among nat;iOnsee to bring aboyt further to be the % g #
R Agreement of the Fund, and the provisions of article VI, section rest 101¢, on ways and means Wsh,and Internationa] bodies o ement, ! 5
'; 5 (i), and article VII, sections 2 to 9, both inclusive, of the Articles 0 Tictions upon internationa] ¢ ich will best reduce obsta ?S‘ o as d i
of Agreement of the Bank, shall have full force and effect in the pa I]note mutually advantaeeo, rade, eliminate unfajy tradc es t0 and , %7
United States and its Territories and possessions upon acceptance of anfil ltate the expansion and ba? commercia] relations mde ptI}.? chices Jo=t et
: . membership by the United States in, and the establishment of, the cons‘g romote the stability of iinced growth of intei-iiatioo Ierwxsg f
" Fund and the Bank, respectively.’ ‘ ' . the 1130?;‘;;:3% g}etﬁolicies of the I?n?t‘ggtg; ’:31 e?°l}0mic relat?oistmgs :
» | . ' . . ‘ exc 3 e Fund ang es in foreign lendin .. d e
, - . STABILIZATION LOANS BY THE BANK . B tivesaﬁfihf?fﬁﬁmong’ the Couxggﬂ'ggl til f?}'ﬁl%e’é‘mygin cﬁgﬁjuct?ﬁd | ‘ wl;n tr R :
Sec. 12. The governor ‘and executive director of the Bank 4  Progress which hgg bg;e Bank shall give careflul coSt{lct{es epresenta.- R : >O< o E’ aQ L
appointed by the United States are hereby directed to obtain promptly . Cooperation, = N made in g¢ leving suc nNslderation to the o e o Q S
an official interpretation by the Bank as to its authority to make or . Approved July 31, 1 greement and - % Lp a
guarantee loans for programs of economic reconstruction and the o » 1945, ‘ . | LN .
reconstruction of monetary systems, including long-term stabilization : : : ' 14 ; 7@ (J‘\
loans. If the Bank does not interpret its powers to include the mak- » o~

. ing or guaranteeing of such loans, the governor of the Bank repre-

“senting the United States is hereby directed to propose promptly

‘and support an amendment to the Articles of Agreement for the

_ purpose of explicitly authorizing the Bank, after consultation with ' :

“*" - the Fund, to make or guarantee such loans. The President is hereby ..§ =~ . o -
authorized and directed to accept an amendment to that effect on . : :

behalf of the United States. - - :

STABILIZATION OPERATIONS BY THE FUND

Lolh-

y Seo. 13. (a) The governor and executive director of the Fund. -
appointed by the United States are hereby directed to obtain promptly
, an official interpretation by the Fund as to whether its authority to use
H its resources extends beyond current monetary stabilization operations
n. to afford temporary assistance to members in connection with seasonal,
: -cyclical, and emergency fluctuations in the balance of payments of any

28972
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i. OFFICE OF MILITARY GOVERNMENT FOR GERMANI (U S.)

: -~z

| Office of the Finance Adviser

Tripartite Commieeionwforwthe
Restitution of Monetary Gold
Brussels, Belgium, . . :

Gentlemen,

' The United States Military Governor forhGermany hae authorised me
to acknowledge receipt of your letter of 22nd May, 1948, requesting him

" 'to cause to be delivered ‘to the Tripartite Commisgaion: for the Restitution

~of Monetary Gold, or the Bank of England, London;‘En%Iand -for its account,
- such monetary gold ‘falling within the termé of Part -III of the Paris Agree-
ment on Reparations.as remains under hls custody, and. to make the follow-
ing propoeal concerning the arrangemente whereby ‘a transfer to the
Commieeion“e account at. the Bank of England may . be effeoted.
t" .’-. ; )

l.l The United Btates Military Governor and the ‘ommieeion will
ship monetary gold, except.coins of numismatic :or: historical value, found
in Germany by the AllYead. Forces and-now held 'in:the:Frankfurt:Foreign
"Exchange Depoeitory to-the Bank of England to ,tthere deposited in the
account of the Commiesion,: . il

2. ' At the Bank; of@England the weight and fineneee -of "such gold
will be verified in-conformity with the customary procedures-of that Bank,
Arrangemente will be -made whereby the U,8. Military Governor and the
Tripartite Commission will each be furniehed a copy of the'report of the
Bank of England eetting forth the weight and frneneee of the gold delivered.

|
S PO The Tripartite Commiesion ehall on the baeie of the report of
the Bank of England refeﬁred to above, accept delivery of the gold referred
to above at the Bank of ®ngland and shall deliver to the U.S8. Military
Governor a recelpt for the amount of gold ascertained by sald Bank to
have been delivered by him and an appropriate releaee..

Mutually eatiefactory insurance ehall be procured to cover

" rigks incurred during transfer of the gold from the Depository at Frank-
furt to the Tripartite Commission 1n London. Buch. Ansurance shall be for
the benefit of the U,3. Military Governor and the Tripartite Commiesion.
The U,8. Military Governor will assign to the Tripartite Commieeion any
ineurance claime which may ariee under such ineurance.,/'

5.‘ The delivery of the subject gold at‘Frankfurt to the Jointly
seleoted carrier, and the assignment by the U.8. Military Governor to
the Tripartite Commieeion of all inaurance olaime which may accerue to him
shall completely absolve the U.8, Military Governor of any and all res-
poneibility during transfer of the gold from the Depoeitory at Frankfurt
to the Tripartite Commieeion in London. 4
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_ May: - final documents on +thé movement ofgold to: Lmdc:n. It
l9b8 he.s the fo.‘llowing comments to offsr, however. B
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Ln 29 Lo ‘ B l. THe Legal Di V ‘ion concurs generally in the. at’r_.achgd ;

' Tripa.r'tit.e Comaission*s letter of acceptance oi‘ 22 Mé;y to the',iiili’oary vaernor i
‘*~~ ,,: s 3 ' - 3. We assume that the risk referred to in the last
' gart of pa.ragraph 5 of the Charter Agreement ("without cost.to the charterer
and. v&thout responsibility to the company" ) will be adequate]y co fsred by any )'
insurance fcontrac‘t which may be obta:i.m»d. oo . i
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' CWILLIAM E, MCURDY
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FILE NO: g e .
- SUBJECT:.... ConfirmtionofInformtwntransmttedby?hone i DA 1 ..Ap.r;l....l%? ..............
lNumber each memo or minute consecutively. Fill In each column slg bly
drawa line across the sheet Use entire width of sheet for Iong memoranda\')
No. From P::’ Date ' , | HAS THIS PAPER BEEN COORDINATED WlTHv .ONCERNED?
1 Chief | OFA 12 April 1. The following questions posed thls office
EED s oG US 1949 . this morning via phane were. investlgated and the re-
PO APO. Th2| - sults transmitted verbally :
757 | S Army
1] % v Ql - Vhat was the total value of assets re-
Army ( -Fitc] N ‘leased-to TRO?'... . .

~— ,
. Al - SHIPPING TICKET NO: : VALUE'

; N ‘ 16 SEEREE 3 747,367 -
| i e 28 (Various Cu.rrencies) ' 1.- %
| e - 29 ( do- Secunties) 1,- ¥
! 162 v e 59 ,000.

L TOTAL % 806,369.

#* These arg noin_irgal values only, no effort was made to ascerta:.n approxx.mate values of
cufrrencigs or!‘ secyrities, ; : .

QR ~ W t was [the total va.lue of gold- dlsposals pursuant to_ nst uctions of the
'l‘ra.pa.rtlte Gold Cdmmission? - .

A2 - COUNTRY. ‘ VAiUE:
kan‘ce', d/c Belgiym and a
Luxemjourg $ .85, 289 953e= il
R tnerlaggx NN MR "33, 064,672. S

. ;*:';i.ondon (dold Pot)| - -
e vsf_:m TO'JAL § 223,%50 452‘ N

What?was the tota] value of dlrect restitut Py ~ns of gold ahd s:.lver"

b cels e )
Gold: N Silver:
COUNTRY : COUNTRY: "’ s VALUE
Hungary, ; Hungary $ 2 765;@,99. 3
SN P X Yugoslavia 21 ;288, -
‘ SR v {WJ’M.. u“*“g“mm”ia ‘&a.m m’{" 20 YT AR ;": o :
2, [[n addition, to the foregcring this office a.lao mantmned the follow:.ng dlrect restitu-
tionp consist:.r;g@ J7or-in p3rt of precious metals, RS e T <
, . (over)
‘ X . » i — (Classification)

AGPD-842-6-45-500 M 32084
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The Finance Adviser to the SRR
¥ilitery Governor,: :
Office of Military Government
for Germany:(U.8),
!Public Infomation Office,

A-Po 00 Zkz. e
I : o L . '.." 1
%i
sir, | :
;f The Triparti e Commigsion ror the Rastitution of ary Gold
has the honour to refer to its letter to you G/USZ 596, dated{Z2nd September,
1948, | stating that it was presumed that a further: communicati B8

received from you in dwe course on the subject of the 141 Prussian Mint
alloy,ba.rs and undertaking to let you have, as soon as received, a state-~
ment showing the respective gold and silver eontent of -these ‘bars together
with details as to the various charges iuvclvaﬂ.. a

i, This infomation has now beon roceived fmm the Bank of England.

|

V The f:lne gold content of the bars in question has been established
as 33,723,042 fine ounces and the siiver content ab 6,318.“ ounces.

The toto.l ‘remelting charges together ﬁ.th the: handling and safe
c"ustody charges in’ respect of the gold only are consi.dered ‘a“proper charge
aga.inst the gold pool. It is considered, however, that the handling and
safe custody charges in respeet of the silver must be boime by the eventual
beneﬁcia.xy of the. silver and it has been agreed with the Bank of England
that they shall be held in abeyence for aettlmnt ‘by ‘the eventual bene-

’ ﬁoiary againat delivery of the silver, ,

l‘ ‘The customary method of calculation a.nd ‘the state of the account
ahom in detail cverleaf. ‘

f v I have ‘,"A&'he hano’ mnour to be,
1‘ v e . J ' isir’

| Tour avabeaient Servant,
|
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Celoulation of Hendling and Safe Custody charges incurred on 6,318,80
ot:;mcoa «999 fine bar silver received from refiners .on 12.10.48.
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Value of silver calctﬂ.ated at London Market o
price ruling on 12.10.48, vis., 47d. per ounee :
.999 fine , = 81,257 8: 8

Ho.ndling charge @ 3o on above value &£-: 6: 2

Safe custody charge @ 6o per
three~-monthly period from 12.10.&-8
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